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Mra. 
Morgentbeul 

HMJr: 

M: 

M: 

HMJr: 

Y.: 

HMJr: 

Ill 

J llll t 24, 1941 
9100 • •• • 

• . . . • . . . . down now. 

I don ' ~ because - Hello? 

Yeah, go ahead. 

I waa at the party lest 
nlgOt tr~t t~e Biddle's 
gave. 

You ' re makinG a record nov. 

Yee. I vaa at the party the 
Biddle's gave and there lf&B 
a young woman there who worke 
tor Canney(?), I can't remember 
her nome, but ahe worked tor ua 
during the campaign and ahe ie 
apparent}Y connected with the 
radio. never thought ahe 
vaa particularly able but ehe 
vae aort ot an aae1et an t to 
Conney (?) - ahe 1 a apP"rently­
knove the whole radio crowd. 

Yeah. 

And abe vaa very much upset 
because ahe aaid that ahe 
beard that the Treaaury waa 
putt i ng Sohaperelli, you 
know the • ••••.•• 

Song? 

Designer, the french deaigner , 
you know, Soheperelli •• . . . 

1 
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JIMJJ'I 

IU 

HNJr: 

Ill 

IIMJ'r: 

M: 

HMJr: 

Ns 

HMJr: 

M: 

HMJr: 

• 

- 2 -

I 4Dn' t know, 

Well, aha - I don't know 
it 1t'• a be or aha, .,aelt, 
baoau .. I 414ft 1 ' 4al'e a ilk 
beoauaa be'• ao well known. 

Yea, 

Any how it'a the well known 
French 4l'eaamaker and they're 
putting - t he Treaaury ie 
put t ing Sohaperelli on Fri~y 
night ••• 

What'• t he tirat letter in 
the d pbabetf 

8 - i t' a epelled 8-o-h-i-a-p­
e-r-e-l-l-l, I think. 

Oh yee , I know. I ee~ nov, 
I think it'• a man. 

And the Treaau:•y le putting 
on Friday nlght t or a 1 5 minute 
broadoaat and ehe aaid 1t waa 
very ahocking to people in 
New York. It'a been announced 
over the radio by NBC because 
abe olal•a 8chlaperelli 1a 
detinltely one ot the people 
auapeoted ot being a raaeiet 
over here. 

Yeah. 

That be oame over tvioe on a 
Vi oby pauport and baa - Juat 
very reoentl7 become converted, 
but ia auepeot. Nov, abe asked 
Howard Deit& about it and he aald 
that be bad nothing to do with 
t hoae programe, that it it was 
a Treaaury program, it vae 
under Xr. Callahan. 

That'• right. 

2 

I 
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~ • 

• 

BMJr: 

M: 

HMJr: 

M: 

BMJr: 

M: 

HMJr: 

M: 

....~k·-· u •J•• 

... ''Ill t•• - u4 -· .. , • put ., tbl tnaiiiU'J cr- u4 e,.U1na tor 

•• ;h. r t and •• none • Y. *liP' mat 
Of o.r bul Dill, but lf VI 
ver• def1n1telr putting 
8obiapertll1 on our progru, 
1he thought 1t vae great 
aletake, and I tbougbt rou 
would want to look lnto 1 t . 

Well, I'll find out. 

I agree. I don't thlnk -
I baY I heard talk of tba t 
areelf. 

Well, VI oan flnd out. 

And I thought I ought to let 
rou know beoauee I thought 
you would want to can lt. 

Yee. 

t beard Paul .. ~. 111!11 
laet night e.nd I ••t h1a 
and bad a long talk rl tb 
bla eftervardl at the Biddle'•· 

Yea. 

Of oourte, be 11 abeolutely 
eupreae. I aean ble einglng 
and the war be bad filled the 
laet row 1n that tremendous 
etadlu,., be Juet bad the 
people in the pala of b h band. 
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IU 

)(: 

KMJr: 

)1: 

l!l!Jr: 

M: 

l!l!Jr: 

M: 

HMJr: 

Ml 

- ~-
And I'•• never beard auob 
a1ng1nc and he' a a tarriblJ 

...w .... 

nioa paraon and afterward& 
Biddle aaid to ••• 1 I think 
V1tb verr little worda1 we 
oould have hia with ua • I 
don't know Jutt what he meant. 
Now, rou ought to tend toda7 
and plar it to youreelt toni ght 
tb1e thing that he a1nga called, 
Ballad tor Americana. 

Ballad tor Amerioanet 

I' ll get rou the exaot name. 
Ballad tor Amerioons. 

Yea. 

It's the moat amar.1ng thing. 
I don't know how I've ever 
m1saed i t. He aang 1t t he 
first t ime on eome hour in 1939· 

Well , I t ell rou who I t hink 
mentioned it to me , i t waa 
Odegardt. 

Well, I m~an , i t ' s the greatest 
thing - I've heart T1bbat sing it 
~~d I mean it's Jurt like a 
d1tterant song. 

Yeah. 

When Paul Robeeon ainga it, it 
1 a the most amazing and ot course 
aa t ar aa morale goea, it's a­
that '• the kind ot a thing that 
we ought to have and I thought 
you could oheok with Biddle • . . • 

Yeah. 

Whether be t hinkt there ' s any 
reaaon why he shouldn 't do it. 

I 
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INJr: 

II: 

HMJr: 

IIMJr: 

M: 

!IMJr: 

- 5-

Yeah. 

Beoauee he oerta1nly, 1n 
New York - I mean 

• 

pereonally amonget the oolor ed 
people and amonget the white, 
I' ve never eeen anything like 
1 t. 

Yeah. 

Ot oouree, he'a an extra­
ordinary tine perron any 
way, very high claee, very, 
very intelligent and I Juat 
thought I 14 throw that out -
I 'd get t hRt today and play 
it to youreel t. 

Al.l right. 

That'e all aa tar ae the 
publio announcement goee. 

All rie;ht. 

, 
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TO Kzo. Qraftl 

,...... ,llr. Callahan 

Attached ar<1 two copiea of the latter wbicb I ban 

eant to lira. llori$11Ulm• 'lba S.Cret&r7 waat.od tbia, 1!lll 

,.,.. plea.. ..nd a C"P7 to b1a. 

• 

• 

• • 
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Follow up June 30th 

I It 

. .. 

• • 
• 

• 
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• 

6/26/41 ~0 

neported at 9: 30 meeting that he had 
been in touch with Patterson on the phone. 
Patterson would like 48 hours to think it 
oTer , and asked that some literature be 
aent to hia on defense aaTinga bonda. The 
literature was sent b1 Kr. GraTes' office. 

' 0 

• 

• 

Regraded Uclassified



Dfacussed at 9:30 aeeting on June 24th. 
Decided that Kr. Foley should call in 
Richard Patterson for a conference. 

Follow up JunRur~~ to see whether Kr. 
Foley has seen · • atterson. 

• 
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n- let • b• Wa •nbc at ta30 what 
hak JW M'fl M.t b I• Yon Stato b cottJ.Jac a atato 
wl .... fop tU w- M'fbcl NMI oppalaatla. 
U 7" 4a't ba'fo IIIOJ~ I wCnal4 M wlllbc to ..U 
11p h9onor Ish z ..a U. to nee-at ... •• to ».a ap the orcarbatla. 

-

12 
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HI Jr tel~honed Parler ana aaked hia to take 
ohairaanahip ot Daten•• Bonae Organi1ation in NT State. 

June 20, 1941 

Farle1 telephoned ana aaid he oould not take the 
chairaanahip. Suggested Diok Patteraon. Later , ... 
da;r tel~honed ana auggeated Clarence Lowe. HI Jr said 
he had already passed Patterson'• naae on but he would 
think about Clarence Lowe. See alao letter tro. Parler 
dated 6/20/41. 

11M Jr telephoned Grana and told hill larlq had 
retueedl suggested he get in touch with Robert Patterson. 
Told Graves to hold up on Swope until we hear troa 
Patter eon. 

• 

13 

• 
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TREASUIItY DEPAIItTMENT • 
INTU or-ne• c;ot.IMUN ICATtON 

.... Jae 17, lNl 

TO )(ra. nota 

•••• )(r. )(orgenthau 

Pleaae aee that I oall up Colonel DonoTan 
thh aorning. I want to han him gin ae a )'U or 
no on whether he i s going to take the ohairaanahip 
1n Mew York State. I aa not going to wai t aDJ longer. 
I woula like to haTe the l etter that I wrote hia 
orig1nt.lli4Uk~ hia to tak! Ylh position. 'lhank 
)'OU. ~ _4 /.),,_,, ~ t;&l~/ • 
,~ ,tt,...,.. ... /)7/vt /f At, -

;;-~....PJ~ 
:i4-

·~A tJJUcJJ~ .. · -~~- . 
~ ~'L •' /P!d: /J~. -1 
Jt.',., p - · 1/tl/ft· ~~~ ~ 
,.! ~ J;,_ -~ 1~ ~ 
,_ kJ ~ cc .. ev '4P. 

t/tt/vt-
tb-.u·· ~//114(.~~~ 
'ffftt a.J .•. .-./ ~ e-ll;;_; a 
il~-

• 
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GROUP XE!TIIG 

Preunt: 

B.K. Jr: 

Odecardu 

H.l!.Jr: 

Kr. SUllinn 
Kr. Haas 
Adainl Waeeche 
)(r, Grana 
)(r. Jobnaon 
Kr. Tho.paon 
Kr. Cochrm 
Kr. Blough 
llr. Fole7 
}(r. Itubn 
Kr. Odegard• 
Kr. Bell 
Kr. Schon 
llr. Viner 
llr. 1lb.i te 
lire. Itloh 

Jlme 2&, 1861 
8:80 a.a. 

. -· 

To et&rt the 110rnlng on the proper plme, 
Odecerde, check 'a1 MIIOJ7· lha I wented 
thie one~. "Aaeri oa the Beautitul", 
which wu the one that JOU eeid JOU liked 
ae well or better! 

I wae ~peakln& ot the Ballad of Aaerica. 

1.5 

That h what Kre. Korcenthau heard Paul 
Robeeon el.ng lut night. She eeid ehe 
couldn't underetana ib7 whe had neYer 
heard it. I han nenr hurd it. Be •me 
it lut nipt. She add ehe hu nner beeN 
mJthing to equal it. 
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Whites 

Sohwaru 

H.V.Jrs 

ICuhn: 

1lh1 te: 

Vlner: 

Odegarde: 

1lh1 te: 

Viner: 

H.V.Jr: 

Viner: 

Odegarde: 

Viner: 

H.M.Jr: 

Odegarde: 

Viner: 

H.V.Jr: 

• 2 • 

!be createat •oac· 
l?ltten b7 JobD Latouohe, 

'l'ha t 11 what 7011 Ill d. 

Yo~ re .. aber we aent loned hia n... in a 
dlacuaaion before aa a aan wbo aight write 
aoae of thia for ua. 

Yo~ heard it, Jakef 

I certainl7 did. It la written u a Bolahnik 
aong. 

WP.l workers. 

You aho~ld have said that before we liked it. 

Well, I think it ia a verr good aong ana a 
ver7 good thing of ita kind, and it ia verr 
American. It ia what Walt Whitllllll •• 

What clo 70~ aean. it 1a written Bolshevik'? 

That il what it wu written for. 

Latouche ia a left winger. 

It waa written aa a fellow traveler's song. 

Reallf'? 

He waa terri bl7 a hook eel when he heard t .hat 
it ••• sung at the Republican National Con· 
vention. (Laughter) 

Robeson took it up for that reason, too, 
You aee, Robeson la even .ore than a fellow 
traveler. 

I wanted Rarold Gravea to have ~r Ire7 
ohack Paul Robeaon verr oarefull7. 

16 

I 
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On tlui other hlaa, "Goa Ble11 AMrloa• h 
~•rb~ten at the Aaerloa Plr1t ... tlac•· 
'rhe7 I&J it h an lntenetionht eoDg. 

Ra~e Paul Robe1on checked, tlui !egro einger. 

I !mow who he h. 

En1'7b0d7 eaya he h a Co-.unht. I would 
like to !mow. 

He ia keepi.ng his children in Rualia and 
hnlng thea trained than. 

You want a real inTaatigation into this, 
not urel7 an inquiry into hia tu background 
and ao 011? 

I want to lmow, ie he or isn't he a Ca.auniat. 

He hae been spoken of in the put --

Look up Lewis Fisher's autobiographJ. He 
doeen't den71t. 

He always - he baa aanJ ti .. • been referred 
to in the past 11 one, certainl7. He spent 
ea.e time in Russia. 

I think he la still keeping his children in 
Ruuia. 

I think we adght u well find out. 

He baa got a good Toioe. 

.l good what? 

Ria 'oice ia all right. 

But you think this song that Peter Odegard• 
likea 1a a arching aong for the co-lata? 

• 
• 
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H.li. Jr: 

Viner: 
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White: 
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H.li.Jr : 
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B.li.Jr: 
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Oh no. 

You 1ee, it ha1 been taken o,.r. I think 
it i1 a perfectly good •OD&· It i• a 
perfeotlf good 1onf and in lllll1 re1pe ot• 
I think dully au ted. 

Bing Croaby ainga it now. That doean•t -­

It waa aung at the Republican National 
ConTention, which ought to disinfect it. 
(Laughter) 

That ia wonde.rtlll. 

I think it baa this shortcoming. It i • 
awfUlly long and aoaetiaea people get tired 
.ot it before they are through. BaTe you 
heard it? 

Yes . 

Han you got all thia in the record? 

It ia good for the record. 

Admiral l'anche ace t likely wondered what 
we diaouu at our nine-thirty uetinga. Now 
you know, 

Qpite interesting, Kr. Secretai'J. 

Nol'IWI'l 

.La you may know, the Bureau of the Budget 
hae been aaking a aurTey of the departaente 
and agenci ee of the GoTern.ent wi th a Yiew 
to aoYing out any unite froa the Diatriot 
to relieTe the apace situation. We haTe 
had the Bureau chiefs in and haTe gone over 
the whole Treasury organi&ation. 

Going to aon thea all out'l 
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Tha.piODI 

B.lf.Jr: 

H.lf.Jr: 

Tho.piOD: 

B.lf.Jr: 

Thoapaon: 

H.lf.Jr: 

. I • 

• aoa•t n.a ~ .. to ... ol&. 

JIDir about Coaet Ollal'll'l 

n. Adalral probabl7 om apeak tor hluelt. 

You om•t tiDd IDflhing'P 

Ko, air. Ye are alread7 decentraliaad 
eighty-one percent iD the field end nine-
teen percent iD Waahlngton. 

lhat do I do'l 

I aa goiDg to report that to the Budget. 

.lll right. Az~TthiDg alae? 

DID? 

Bell: Thi s is a letter approTiDg the iaaue of 
RFC notes. The7 art going Terr well thia 
aorn!.ng. 

B,lf,Jr: 

Bell: 

B.lf.Jr: 

Bell : 

I hnen' t heard. .lrt tht7"' 

Started at twentr-one aDd are up to tnnty­
tour thirtr-aeconda. 

Good. Ia that all, DID'l 

Ye haTe had tor aoae tlae tbia letter ot 
Tinkhaa'a {lla.f 26, lS.l) which haan't b .. u 
mnered, end Dr. llh!.te drn up a replf 
which I thought na TUf good, IDd )(r, Fole1' 1 
office took it end abortened it a great deal 
IDd didD 1 t aa;r aa IIUCb II WU a aid ill the 
other letter. I don't think it ia aa com­
plata en mawar, end whether we ought to 
IIDda lo, rapl;r or a abort one, I don't know. 
I prefer be lODf' becauaa I think it giYea 
hia aora iDtol'lll. 1011 on the subject --

~9 

/ 
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B.JI. Jr: 
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Bell: 

H.V.Jr: 

Bell: 

H.K. Jr: 
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Bell: 

H.K.Jr: 

Bell: 

B.K. Jr: 
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I• lt aotiMr •e of tile•• IUel 1lhlr1 
1hl t. and Poll, cllcba It cet toc•the.., 

Til. TIM abort fora h all richt -­

Let•• fr ... that one. 

It J'OU thlllk tou can c•t an, with it, but -­

W.ll, 70u decide, I will take either one. 

W.ll, I would prefer the lone letter. 

.Ul richt. 

But I think aa,be we ought to c•t together 
and --

Will ,on? 

••••• ,o OTer it with Folef ana probablJ 
Jake ought to take a look at 1t and we 
will giTe JOU a repl7 • 

.Ul right. 

I thlllk he wu rather deoent before the oca­
al.ttle and with ,ou, and be hat ull:td JOU 
a n-ber of queation• 1n new of the quutiona 
be put to JOU 11p the:!c\ and I think he 1a 
entitled to a Tel'f g replJ. 

.Ul right, what alae? 

Dan, I would lib to 1te JOU at ten-thirt7 
on thoae tax certificate thlng1. 

.u1 rlcht. 

If anibod7 1• intereeted, ten-thirt7, tax 
certitical••· Anibod7 who want• to coat 
that haa got an lntere•t. 
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Bell: 

Vinn: 
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H.M.Jr: 

Bell: 

H.li.Jr: 
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In tbl taxea or ln the oertltleateat 

JDJthing ehe! 

The onl7 other thing of illtenat, .. han 
noeind a naber of 40Datlona, JOil bcnr, 
for national defenae. we fot a ourioua ona 
fi'Oa a un in Texaa. He g na ua a twent7 
7ear note for twent,-fiYe thouaand dollare, 
two percent interest. (Laughter) 

The reaeon he doea it ie, he I&JI - juat two 
ahort paragraph• addressed to the President. 

"Twice in a, life I haYe experienced a• 
great personal gratification aa life can 
hold for a aan, first on Karch 4, 1983, . 
when I lhhned to JCur inaugural address 
and heard JOlt 117 in JOur words alaost 
identicall7 what I had written JOU in -r 
word• on December 24, 1982." (Laughter} 

"Second, la1t night when I li1tened to 

rou addreaa the nation and heard JOU 1a7 
n JOUI' worda al.ost identloall7 what I 

had written JOU in aJ worde --• (Laughter) 

He and • both. 

I think he dreaaed it. 

8&7, he 1hould haYe asked the Preaident to 
send hi• a note. {Laughter) 

Xafbe it ia juat a hint. 

Wonderful. 

That i a all I ha••· 

Xarnlou. 

llarold! 

• 
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H.M. Jr: 

GraTUI 

• 
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I hac1 a tehgl'la thh •1'111Dg fro. B. 11. 
Eaftl'd •&Jill£ that hi Wal quite alot, ana 
I thought JOU alght Ukt to bop hla a 
little note. 

Swell. 

He 'Rilhd to aee JOU, JOU know, about lening 
pel'IWlentlr· 

Oh. I would likt to talk to rou later. 

Yea, air. You will recall that --

You star behind, will rou pleaae? 

Yea, air. 

22 

You wrote quite a long letter to the Postmaster 
General (June 12, 1941) outlining a pattel'll 
for cooperation between the Treaaurr and Post 
Office people on thie Defense SaTinga Bond 
progrD. 

You now haTe a Terr cordial letter froa 
General Walker about that (June 20) . 

Y .. teraq afternoon, all afteruoon, our 
people Were 1JI COn.fel'lnOe with l'lpl'llentati Tel 
of the Poet Office Dlpart.ent, includ1Dg six 
or eight poataaatera froa Tarioua parte of 
the oount1'J. The7 will atill be here toda7, 
and out of that conference I think will come 
a definite prograa for atronger help for ua 
froa the Poat Office on thia whole program. 

Good, 

I haTe JOUI' note about New York. (June 24, 1941) 

H.M.Jr: Yea. 
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I ha4 not .,oka to Jbo. Poh:r U.llt tll&t 
atll thh •1'111111 after I pt :roar note. 
We talked aboat Pattoreoa, al lfr. Poll:r 
11 JOiDC to talk owr the phone tolq 
to Pattor-aon and lnTlto b1a to .... aown 
he!'t for- a oontor-onoo. 

I gan :rou that 

Frida:r. 

I thought it •at going to be done hid&:r. 

Well, I had too u.n:r other thinga on rq 
llind. I thoUght I would wait Ulltil I could 
get a report flr-at froa Co.meroe, Whioh I 
did. 

!a I told Ed thla aorning, It ••• none too 
good, but Ed ueu to think that thia aan 
would be aatlafaoto!'f. 

Well, it 1 t 11 none too good, I muld rather 
oall up Gon!'Dor Lehaan ud aek h1a for- ac.. 
naau • . 

Well, troa ft&t l d aqa, I think lt woull 
be worth our While to hen a till with hla. 

Do :rou think ao? 

W.ll, I think that that 11 tiM ki.Jid of thlDC 
that Dlok Patteraon ou do, Jbo. SeoretU7. 

I agree with :rou. 

I grot he la no great he~QWeight and per­
htpa the kind of a repor-t thtt :rou would get 
froa the people in the Departunt of c-roe 
wouldn't bo awfull:r good, but he h in a 
poaitio.n ae Cheiraan of tile Board of RIO to 
gin ac.. tiat to a thing of thia oh&nctu. 

• 

Regraded Uclassified
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I thlllls: b. W tll.t penoull tJ aa4 tlat tUl• 
n••• of ...aer to 4o lt, ID4 prObablr tiD 4o 
lt nll. I tll.lllls: be pl"'bablJ woal4 Ute it 
a lot. 

Jell, ooala JOU ao lt •• the eeoOD4 tb!Dg 
after JOU hue done the firat thing I han 
aalced youf 

Yu, air. 

Todqf 

Yea, air. 

That 1a all I han. 

It you will stay behind, I want to see JOU 
alone. 

Yea. 

Harry? 

You llight be lntereatea in knowing that the 
Aatrioan portion of the newl7 oreatea Aaerioen­
Canadian Co.Uaaion to uaine eoono.lo prob­
ltu between the two oountriu baa ut and the7 
are preparing a rather OOIIpl'thenain agenda 
ot topics to be 41aouaaed ana pl'taentea to 
the Canadian group. 

Chiok? 

Here are aoae atorlea. 

Chlok, 70u bring ae too aan7 of these da.n 
thing a. 

I will thin thea doWD. You want ao .. l'tprutn­
htin onuf 

Yu . I t il gettinc to be too thiok .&(alD. 

24 
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H.lf. Jp1 

Waesche : 

H.J.!.Jrl 

Waeechet 
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I took the olcl lclea that - lt take• tt.. 
to ao that , e..a. 

Petuf 

Vlnuf 

.&dairal, I wllh rou would take about fin 

.Inutea Ol' leas. I haTen•t heard in a .anth 
or two and I aa aure the group hun•t, ~:t 
what Coast Guard ia doing differentl7 t 
it hea been doing in connection with National 
Defense, recruiting pel'sonnel and 10 forth 
and 10 on. 'llll rou gin • a little thuab­
nail 1ketch? I aean, what ha1 happened in 
the last couple of aonthe in Coa1t Guard 
which il different than 70ur routine work. 
GiTe ue a little lecture. 

I will begin tod17 and go backward. 

Talk louder, will you pleaae? 

Three transports are auppoaed to sail toda7 
froa New York aann1d anti1'el7 b7 Coast Guard 
officer• and un, about thrt1 hun.dred snent7 
enlisted aen per t ransport, and about twent7 
officer• per tl'&nsport. Where the7 are going 
we do not know. They are loaded with troop a. 

The fourth tnneport, which 11 aanned b7 
Coast Guard offioera i1 a larger Teasel, 
the JU.nhattan. She la aanned by .. Ten hundl'ed 
fifty Coaat Guard enli1t1d aen and aoae thirt7 
or thlrty-fiTe Coast Guard off ioel'a. She i 1 
due to sail on July the tenth. 

In addition to that, the landing boate, the 
111111 aotor boah whioh both the NaTT and 
the ~ haTe deTeloped for the landing of 
troops, the Nali haTe aaked ue, ul'ged ua, 
to furni sh eaal boat .. n to aan tho1e boata, 
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10 la li4lt1• to ...... ot • tnl•­
JOHI, WI an fllnltblllc 1- two ........ 
n~ ... to ... ""' iMll ... ,.. ftlt 
h tiiD _. pe• \oat, •• M:lnabl IIIII ou . ..,... ... 
Art thou the boata the7 built down b. 
Jew OJoleana? 

Yea, air, Higgb.a tJPe of boat, what the 
~ oall the "!• boat • 

.U I aq, all of thue transports will 
O&rrJ ~ troopa. We flrat •r• to lWl 
the Aaarloa, aaa we .. re aorrJ .. didn't 
get the Aaarloa, bei;g the largeat Teeael 
Ullder the .&Mrloan flag, and •• were alated 
to IUJl that ahlp, but that ia to O&rrJ 
Varlnae and the ~ partioularl7 requeated 
the laTJ for the Coaat Guard to aan Ill 
boata that were oarrJlU& ~ troopa. 

I pre•- that aight be oonaidared a oo.pll­
unt, ao all fov nulla that .. are II&I!Ding 
will O&nJ Uw:T peraouel. !hr" of th• 
aalltd todq. Tbe foarth one aalla on 
Jul7 10. 

In ooueotlon with the Ttaaela whloh are 
belug operated b7 the I•TT• three of the 
aenn are three hUJldrtd twentJ-IITeD foot 
outtera; the large outtara haTe bean trena­
ferred to the laTJ for operation. <»e of 
tha b b. Uabon, 'l'he IIOOJid ODe jut 0-
baok fr~a Uabon, and 1a up ln Jaw tork hart;g 
the reat of her araaaent put aboard but atlll 
uDder lfaTJ operatlonJ and the third one, 
the 'fane7, atatloned at Honolulu, wu Jut 
reoentlr ordered to ::1ort to the Chlel 
of laTal Operatlona in turD wu ordered 
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to report to the eo...nder of the Fourteenth 
laT&l Diatriot at Honolulu for dut7. 

The NaYJ held up taking over that veaael 
due to the fact that the7 had nothing at 
all to take care of the Hawaiian Ialanda, 
Wake, and ao forth. 

The other four of thoae cutters are on the 
Weather Patrol, and the NayY phoned me about 
two tiaes a week, have for the last month 
or aix weeks, t~ to find soae ships to 
take over that Weatlier Patrol ao they can 
put those four veasela on other duty. 

At the request of the Navy, we sent an officer 
up on the Lakes to look over some old coal 
carriers, vessels about twenty or twenty-five 
years old, coal burning veaaela, reciprocating 
engines , built before the first World War, 
in the hopes that they could be repaired and 
reconditioned. The NaYJ aay they have the 
money to do this. 

Adairal Stark is trying to get some of these 
Danish ships which we tried aou tlu back, 
and, of course, did not get thea; ao the 
aatter of obtaining ahipa to replace theae 
veaaela on Weather Patrol haa been quite a 
problem for the Coast Guard and now ia quite 
a problea tor the NayY. 

The two Greenland aquadrona have been organized, 
the Western Greenla.nd squadron and the South 
Greenland squadron, both of which are under 
the cammand of Coaat Guard cfficera, the Western 
aquadron reporting directly to Admiral ling, 
Co.mander in Chief of the Atlantic Fleet - the 
East Greenland squadron, I mean, and the Weat 
Greenland squadron ia operating directly under 
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the Chief of lanl OperatlODI IDd hAl to 
do largel7 with tbe ••tabll1haent of alr 
ba1ee in GreenliDd aa4 the radio etatlODI 
and aeteorologloal atatlon1. 

The East Greenland squadron ooneiets of 
the Northland and the North Star, whioh 
we took OTer from the Department of Interior, 
and the old Coast Guard outter Bear, which 
is being manned b7 the NaTf. 

All those are lee ehipe, and the7 compose 
the East Greenland squadron. 

The West Greenland squadron la the Comanche, 
one of the new hundred and ten foot ice 
breaking tugs that we built for New York 
and Boston, and the Modoc, one of the two 
hundred fort1 foot class; and in addition 
thereto, MacHillin'a ship, and also another 
one of the hundred and alxty- fiYe foot 
cutters is a atand-by Teasel for that 
1quadron to replace an7 of those which 
must ca.e back for repair• or fuel . 

Where is the General Greene? 

The General Greene is now in St. Johns. 

'Chat is that? 

It ia a hundred and twent7-fiTe foot patrol 
boat, one of these little hundred and 
twenty-fiTe footers. 
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She has neey 7ear pertorud what n oall 
the oceanographic oruiee. She goes up 
to Battin Ba7 and around Greenl&nd to 
gather acienti!io data tor ua in connection 
with the International Weather ObserYation 
Patrol, and abe was ui there on that weather 
patrol duty, scienti! o visit, at the tiae 
that she went out and picked up th.e au.rnvora 
Of that COnT07• 

Well, that report about - on Chief Boatswain 
Jordan, is one o! the IIIOS t amazillg things I 
have ever read. I want to send it to the 
President . I aa sure he will be interested. 

Ian•t there something we oan do besides 
just a letter? 

Yea, air, we are going to give hi• a oommia­
aion in the reserTe, a two-stripe oo.misaion 
in the reserYe and put hiA on active dut7 ao 
that he will j1111p !rom ohie! boatswain up 
to a lieutenant. 

It i a the aost amazillg record I ever read. 

.l wonderful piece o! work. 

Bow about soae o! the men, those two cooks? 

we are goi.ng to do that too, and figure out 
soae way o! maJbe trying to give that whole 
crew a step-up in rat ing. 

I think they should; and it JOU will gin ae -
write eoae kind o! a letter for ae to Jordan 
and his ~~en. I would like to sign it . I think 

29 
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t hat whole crew ou!!Pt to get eoae kind of 
reoognition, 

Can we make it publlo, llr. S.oretary. 

Yea. 

Well, we are working along that line and when 
we have actuallY decided iihat we think we 
shQuld do, I 'llill let ;you lalow. 

I would like to got in on it, because it is 
an amazing record. 

Yes , air . 

We will have another ver;y interesting report 
that ought to be in toda;y or tomorrow from the 
Modoc. It was up there when the planes dive­
bombed on the Bismar ck. As a matter of fact , 
those Briti sh torpedo planes came out there 
and dived on the Modoc, but for tunat ol;y the;y 
didn ' t let an;y of their torpedos go. The;y 
Pecognized her in time. She was onl;y about 
four or five miles from tho Bismarck and saw 
tho torpedos hit tho Bismarck, saw the flash 
and heard the sound when those aerial tor­
pedes hit the Bismarck. The planes, of course, 
oomlng out there from Iceland, tho ~odoo , 
being a white ship, the;y deoided tho;y didn't 
know what she was and the;y all dived on the 
WOdoo firet; but, as I said, they didn' t let 
anYthing go, and we understood the;y came down 
within a hundred and fltt;y or two h\Dldred 
feet of the Yodoo just on a regular dive, 
so those bo;ys got out of there just about as 
!aetas they could. The details of that r eport 
should bo in here very shortl;y. 

I see. 

There is one other interesting matter in con-
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nection with the operation ot our ahipa &Dd 
that is the Redwing. The Nal7 han also 
asked tor the Redwlng, which is a mine-sweeper 
tne ot veaael. They want to make a salvage 
vessel out ot it. Sle has been doi.ng some 
work tor the Bur eau of Fisheries along with 
Coast Guard work in Alaska, and we have 
pulled her out of Alaska and she is leaving 
today for Seattle to be transformed into a 
salvage ship at the urgent request of the 
Nal7. Sle falls wi thl.li that class of vessels 
which you said we would transfer to the Navy 
it and when they wanted them. 

This ship, however , has a peculia.r case. The 
llavy do not want - she will be IIWllled by 
civilians. A man named Scott will take the 
contract from the Navy to establish certain 
salvage stations. The Navy phoned yesterday 
they could not spend anr money on her and 
wanted us to transfer title to the ship which 
was a new suggestion! and we said, "No,• at 
least we said we wou d give it some further 
stu~, but I think that could be worked out 
without transferring title because, as I 
understand it, we can't transfer title unless 
we declare her surplus to the needs of the 
Coast Guard, and we certainly can't go on 
record u declaring aJ11 ships surplus to the 
needs of the Coast Guard at this time, so 
there will be no quest ion at all about our 
doing anything but handling that in accord­
ance with the plans which nan been worked 
out previously and approved by you. 

The other point is , Stephens asked me out­
side to--

One other t hing which I am not familiar with 
because nobo~ ever tells me . I don't know 
~hing - I don ' t know first what success 
you are meeting with i n getting in these 

31 
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boats, you know, Coast Guard ReserTe, is 
that what you call thm? 

Yes, sir. 

What success have you met with on that? 
' 

We haven't been able to get the boats as fast 
as we would like to get them, because all 
these people, boat owners, like to have their 
boats on Sunday and fhe Fourth of July and 
now and then to take a trip. They are will­
ing to give them to us three or four days of 
the week, but not turn them over absolutely. 

I wouldn't be surprised from the - the in­
formation we get from the field is that when 
the war situation becomes a little bit more 
critical, that the boats will flock over to 
us. I don' t know exactly how much more 
critical they want it to get . 

We have actually enrolled and are operating 
in the Coast Guard some fifty reserve boats 
today, and we are getting a few more every 
day. 

That is disappointing. , . Very disappointing, yea, sir. 

Because you--

We - however, we have worked out another plan 
which we can use temporarily and that is by 
using Coast Guard auxiliary boats, using 
these boats without taking them into the re­
serve, and putting our own men, the chief 
petty officer and one or two other men on it, 
and get the use of one boat for three d&fs, 
and then t ransfer our men to another boat, 
and therebr augment our patrol by shifting 
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a crew floe~~ one boat to another. Not 
exactlf a crew sc much aa the officer in 
charge. 

Well, let me ask you another question. How 
about your enlistments? 

Our enlistments have been falling off, but 
we are still enlisting quite a few men and 
we are makill(: a drive. The J.I"IIIY and the 
Navy and llar111e Corps and Coast Guard all 
feel, partieularlf the Arrq and Navy, that 
they have combed this country pretty well. 

Row !IIliey men have you got in Coast Guard 
now? 

We have, counting some twent,y-five hundred 
remaining civilians in the Lighthouse - former 
Light House Service, we have approximatelf 
about twenty-one thousand five hundred total 
in the Coast Guard tod&f, ottioera and men. 

Have you distributed the officers and men 
that came ott those ten cutters that were 
given to the English? 

Yes, sir. Of oourae, a lot ot those of­
fleers and men went to man these trans­
ports, and we are very, very short ot com­
missioned officers. We are enrolling re­
serve officers and making very good ~rogresa 
in that. We have enrolled from thirtr-tive 
to forty commissioned officers in the Coast 
Guard Reserve and put them on active duty, 
all ot them very excellent type ot men. 

They go on active duty, not desk duty? 

No, sir, every one of them is on a ship, and 
we require, before we even take them into the 
Reserve - they must pass a pretty stiff 
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n••lution 1n narigation IDd ••~ahip 
and must han had so11111 experience at .... 

In other words, we - our Reeene ia entire~ 

a sea-going reserve and not a desk resent. 

Where is Mac these d~fs? 

He is Exec on one of these transports that 
sails t oda;r. 

I s he? He is Exec on one of those? 

Yea, sir, he and Bradbur,v is in command. 
Bradbury and YcKay have a kind of mutual 
admiration society, and thoy were together 
as Captain and Exec of one of the ships we 
turned over to Great Britain. When we 
sent her to Great Britain we took that pair, 
Bradbuey and llcK&f, and sent theaa to the 
Empire State, Which we are taking over to 
train merchant seamen. However, before the1 
got to the Empire State, their orders - be­
fore the:r reported aboard this transport . 
business came up ao we f&Dked them oft that 
and put them on a transport. 

He will be hapv,r there. Good. 

Now, what about that letter? 

rua--
Do I have to do it? Didn' t somebody double 
up? 

According to Frank Knox, it look a like it. 

The reply we made to the Ba~'s letter waa 
a little bit contusing. I went over to the 
NaT,Y and asked them to give us a strong letter. 
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Aa a .. t t er of faot, we wrote the letter 1n 
our own office &Dd took it OTer there, &Dd 
the S.oretarr of the la'7 •igned it. 

'!'hat 11 1n the fir1t inetancl'l 

That was the first letter. Then when it 
came onr of courae we ude an aoknowledg~~~nt, 
and I think it was probabJ.¥ a llll.etake to 
put that last paragraph on there asking 
them--

Now, what do I write h1a? 

Nothing at all, I thi.nk. 

Welli you had better write him a letter for 
~ a gnature &Dd get it over to me this 
afternoon and S&J that there ia nothing more 
we have done. We appreciate what he hae done. 

All right, air, we will do that. 

Whoever put on that uoond pa.ragraph llipped 
a bit, but if you would write another letter 
and eg "'l'hanlt you, we don' t want &lJ1th1ng 
acre,• to close it, you see. 

I will be glad to. Just one acre utter 
of intereat,juet before I left the office 
we got a flash again frca the General Greene 
which ia up 1n that country, up 1n st. Johns, 
that a 1Uhmar1nl attacked a convoy of four 
ships a hundred &Dd thirty llilee south of 
Cape Farnell. 

foUl' alrlps? 

Yes . 

Johneou? 
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Well, OUP nft aot1T1t1 .. ha'fe be111 tG lh1ft 
troa a oonoentrat1on al.oet entire~ oa t.popte 
to a Dft field em ezporta. We are ci~ 
•upePYhion of ezporh that hae nl'fer bein 
ginn before. EzPorh now, both of goode 
and persona alnoe the ol'4ere ot a week ago 
la•t ni~t and later on on the Italian• -
we are clamping do'IID on IIOT-nh of penons. 
We have been working with other agenolea, 
including FBI and Nan\ Intelligence, Ml.lit&17 
Intelli~~nce, on look~ over 1ome of the 
things tlUlt passenger~~ bke out of the count17 
with them, which h ca~~plete~ new. 

J.nd one of the moat unu1ual th1DJ1:s in CUstoma 
is that our receipts have not !allen ott. The 
last complete figure I saw were !or sometime 
1D April when we were aix percent ahead of 
the corresponding period of the preTioua 
fiscal year 1D oolleotiona, 

Now, the number of transactions, of oourae, 
have fallen down. We are collecting more 
duty per importation. So we have been able 
to release men from the work on illporta and 
shift th• oTer and balance them out on the 
new work we are doing on exporh. 

We haTe rt just one 11 ttle increase in 
peraonne !or the next fiscal year, and that 
ie 1ixt)' additional gu&J'de to be 1oattered 
around the oount17 a! the "aporta. 

.&D1thlllg else? 

!bat ia all, air. 

I haTe got a thing here. Senator Conna111 
recommended AlTin W. Sohartt tor the position 
ot IUpemaing ouatou agent at Houlton. We 
wrote to Senator Conn•lJ1 that when the 
poaition waa tilled Scharff would be oon-
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sidered along with other eligible peraODI. 

Kr. Baraon has now been appointed eupei'Yhing 
agent at Houston. Should a letter be written 
to Senator Connall~ explaining the utter to 
hlm? 

I think we explained 1 t tull,y when we told 
him that Scharff would receive consideration. 
I don't see any objecti on to writing him a 
letter. 

What are you going to do with Scharff? 

We are leaving Scharff right where he is, 
second in the Houston office. 

Would you leave it alone, just let it die? 

That is what I thought. 

Well, Harmon has been appointed? 

Harmon was appointed on either the fourteenth 
or the sixteenth of June. 

And then just let it rest? 

Yea, sir . 

Thank you. 

George? 

I have not hing this morning. 

Roy? 

Nothing this morning. 

3? 

You are going to leave something Wednesdq night? 
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Either today or tomorrow night, 711, eir. 

Well, I han got ten hours on the plane to­
IIOrrow with llr. SlUinn who baa tbruat hilt­
eel! upon 11e and we could dieouaa it. (L&ughter) 

I don' t want to get squeezed out ot that, 
either • 

. I will have it for you tonight. 

All right. 

Alphand sent word yesterdar he would like to 
see JOU on Friday, if possibl e. You know, 
he has resigned as French Financial Counsellor. 

Well, the story was that he was in disagree­
ment with what the French Government is doing. 

Oh, I don't--

I think it is just to say good-bye. That is 
nry idea. 

Where ia he going? 

I mean taking leave here. He has been ac­
credited here. 

Havel ever - have I ever seen him? 

Yes, sure. 

Let him say goodbye to you. 

All r ight. (L&ughter) 

Bell: I think he wanta a job. I got some indication 
t hat he would like to have somebody around 
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here help h1a get a job. II bam't &liT 
~~~mq. 

Well, let hia--

1 will ... h1a. 

Weep on your ahoulder. 

Yea. 

I han a letter troa the Viaa Section. I 
think they are renre!ng that Rodsinsld 
case. (Letter dated June 23, 1941. ) 

Ch, wonderful. That h gr&lld. 

'l'ha t is all. 
. . 

You lm011' Jlartin C. Schwab, a consulting en­
gineer in Chicago? 

Never heard ot him. 

'l'ha t is the &11811'er. Be 11'&11h to see you in 
'laahington. Be ia interested in prep~nt 
ot state taxes. Be lm011'a TOur tather, and I 
didn •t lm011' whether you lmn hill or not. I 
'll'ill be glad to talk to hill. 

Bd? 

I han nothing, llr. S.oretarr. 

J.t the group aeeting, June ll: "You. again 
asked Jlr. Foley to arr&llp a oonterence 'll'ith 
the Attorney General tor the purpose ot 
deciding whether we do or do not need legis­
lation on atatea' taxing oontraotora. Ia 
the aatter still pending?" 

I don't lm011' who ia the Attorney General. I 
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h&Ten' t blecl to tan: to buaela Ucnat We. 

'loll, 111ppoelq JCIIl--

I th1Dlt &I IOCIIl &I Bob h eonfliWd &I & 
Juetloe ill the ~r- Court, I lllpt go OTOP 
and talk to Franola about the whole problt.. 
We aee aore near11 ere to ere than BOb and I 
do. 

Will rou do that? 

Yes. 

ill right, if rou (Grana) will ata,y, I would 
like to see rou • 
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THI .~OF THI NAVY ~ 
WAaH tN eTON ' 

lune 19 , 1941 

147 dear Henry: 

I presume your l etter ot lune 19th 
wae dictated without your knowleda• that I 
bad already eigned a nry urgent l etter 
eu~porting the appeal of A4miral Waeecbe tor 
a three llllllion dollar a ppropriation, 1n 
order to enlarge Coaet Guard tra1n1Dg tac11-
it1, e. 

I mention tb1e becauee t he f inal 
paragraph ot your letter ot t be 19t h eug­
gest e additional support from me. I t you 
want ecmetbing beyond t hie, please let me know 
and I w111 be glad t o r ender it. 

Yours a s eYer, 

Bon. Henry llorgentbau, 
The Secretary ot the Treasury • 

• 

• 
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WAll 1,_ 

U t.be st.att COIIt.,._e tll1a 81>n11Ar 
the S.Oret.ar)' t.old- t.o ~ • latter t.o -
S.Oret.ar)' ol t.be llu7 al.ooll t.be u- .. per 
at.tachecl. I\ _, be tbat t.ba Seoret.a17 will _... 
t.b1a latter writ.t.. em bie DOt.e ~· We baw 
no not.• ~at. Coeat. <liard~· 

a. a. 1IAISCRI. 

45 

• 

Regraded Uclassified



' 

__ 4,. ~46 

n _____ _ 

• 

Regraded Uclassified



• 

~ -- 4? 
TR&ASURV DE~ARTMENT 

• 

..... .., .......... 
llr. Oad a 

AtMr \M lt.tt -'ille WI - '•• ... eftl• tel J' II & - n• tl 
.U]~ .. \11&\ \M 1111&..., I..U Mt ...-&,. Is. • JrUer, 'llll.t t111M I ..U 

1'-lft ""' .. .., ... - tll&t ...... ... • .Up)u& ....... oall .... 

~ • .Ujrec•'ll trea - T&rk -tt,.. tl kMW .,... \II& llaretvy 0&1111 - _,., •• pen!' 

'" o>P).ala ldo r- tor re•'phc ... •• oll&w _,. to ,..,. ottldol ...,.._ 
w.. tl'oll \II& !I'1MU7. I *" ... \II& pra1-. of ottlolol btl•• • \M 
kc:rohr)' ... oe&l• I.M1caW 111r wnttapou •• nal' wUio t~' • .. r....U .. 

bow Utflool' U Ml hea t1 - u la tloo JU\, '1111.\ ..,._, \1oM \1111 al..._.lK 

ahftlt 'bo a 11\tt. Maler 11ft \11&\ II& 11 Mflal'l17 aa 'all1". I f JW an 'lllllllll 
' " r ooolft .UpbaaA tor a tw _ .. I \ldak \1111 1111pl-\ av walt 'II& a Y&1'7 

UCI cutaro . .. - 14 U ko to·- la ........ ..., or !MoU,. 

sa- I 'll&pa u ota\t._ \ ldo _....,. Jlr. ·~· ll&o tel epllo ... • -
.. ro , plaMlJII f or \ 1111 la\&rrlw -lT _,.. -11:. WUl. ,.. kl&GT laU.oaM \M 

oa..rT 

Regraded Uclassified



• ....... 
• 

,,, 
W-. "Ill .. _ .. tilll_ 

nnJS;, Ia .. ,_ 
- I 4 4t 

,.. Q .. .... " I ail 
• 

• 

,.. .... tt e 

Regraded Uclassified



J'lllle 24, 1941 
l0180 a.m. 

. -

RE TAX ANTICIPATI<Il liOTES 

Present: 

H.lo!.Jr: 

Bell: 

H.!.!.Jr: 

Bell: 

H.li.Jr: 

Bell: 

B.U .• Jr: 

Jlr . 
Jlr . 
Jlr . 
Kr. 

Sullivan 
Haas 
~bf 

lfr. Sohllarz 

How is that bond going? 

Vecy good. 

It is? 

We haven' t any report as to subscriptions, but 
we will han somethi.ng at two o'clock, but the 
price on it is up to twenty-five or twenty­
six thirty-seconds. It is going right out 
the window. 

ill right. 

Now, I read this thing oaretul.ly. I han got 
a couf;j of questions I want to ask. Wh1 do 
70u 1 t this one to twelve hundred? 

Because of the high rate thet is on it, and 
we thought that we ou~t to give the small 
fellow an induotlllent £o save his mone7 for 
this purpose. 

I aee . Twelve hundred aeea1 10 little. 
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Bell : 
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Well, it is a saving of a hundred dollars a 
month. In this group that we had in fr om the 
Federal Reserve Banks, there was eome sug­
gestion that we raise it to two thousand. 
On the other hand, there were one or two 
suggestions that we out it down to a thousand. 
I didn't see much sense in that . There were 
some suggestions that we raise i t to two 
thousand. Of course this twelve hundred 
dollars, the way we hnve got it fixed, every­
body could buy it , corporations and ell. 

I see . 

It is just like savings bonds of the five 
thousand dollar series. Any individual can 
buy even though he buys the fift,r thousand 
dollar, which is at a lower rate. 

Well, do you think that a fellow that has a 
hundred a month income tax is going to hear 
about this? 

Well , that is one ot the things we have got 
to work out as a matter of education and a 
matter of publicity. I am going to have a 
conference tomorrow with eleven supervising 
collectors of Internal Revenue, and I have 
discussed already some ot the problema with 
George Schoeneman. He thou.Rht maybe we might 
circUlar ize the fifteen million names we have 
got down who are potential tax payers next 
year, t he ones that filed returns during this 
calendar year. 

How are you going to pay tor it? 

That is, circulari zing? 

Yes. 
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H.ll.Jrz 

Bell: 

H.!L.Jr: 

Bell: 

H,J.!,Jr: 
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B. l.l:.Jr: 

Bell: 
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Ya acm•t WDk w an pq1q too .aoJL • 
tJaatt 

Well, there .. ... thoupt 1110111 the 
r.ael't.l. Relel'YI 'people thl.t the two tortr. 
rete ftl too hip; Wp Of OOU1'111 it h hip 
tor two rear aonq, blat it h like aarluga 
bond a. It ia too high, too. But thh h an 
lnducaent to the smill fellow to aan hia 
110ney, and I believe that you han to have 
it, certainlT up around the two percent 
level in order to induce him to save hie 
aoney. 

Now, we could cut that five centa down to 
four cents a month, and that makes it around 
one ni.nety-two. 

I would rather be above two. 

Well, it ia a little difficult to put it on a 
oent basis and make it easy to compute. 

Now, these fellows - they don't have to 
keep it aey length of time, do thq'l 

<h the twelve hundred doll.&l' note, we thoudlt 
that thq could turn it in any time and gel 
the cash back without interest. 

1hJ don't you have that registered? 

It is ve~ difficult, adminietratively, to 
keep all those accounts, but we thought that 
we would have the name inscribed and -.rbe 
have the Federal ReserTe juat keep a little 
oard record of eaoh note sold and the indi­
vidual, and then the collector oan compare 
the name inscribed on the security with the 
name on the return. 

There was a suggestion by one or two Federal 
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H. li.Jr I 

Bell : 

H.M.Jr : 

Bell: 

H.ll.Jr: 

Bell: 

H. lo!. Jr: 

Bell : 

II . ~. Jr: 

Bell: 

-" -
Ruern BaDke that we ulte theae be&Nr 
seoUPities, but we think there would be 
quite a trat.tio ill thD &Dd a UPket. We 
don't want a urlcet in them. We thlllk mqbe 
the banks would come 1n &Dd bUJ or ecae £!:ple 
would o011e in and buy quite a b1111oh o.t t 
and then sell t hem out to their - Just before 
tax payment date at a little discount, and 
they would get a nice return on them .tor a 
year or a year and a h&l.t. 

llow, the other one, you han to keep it 
sixty da,rs? 

On the ones over twelve hundred, we thought 
that they ought to keep it sixty days, and 
then they ought to give us thirty days notice 
before they {urn it in tor cash, because 
there might be some rather large amounts in 
that. 

Thirty days notice? 

Yea, thirty days notice. 

Is that enough? 

Yes, I think that is enough. And they get 
their cash back without any interest at all . 

I see. 

There is no inducement to buy these except 
tor tax purposes . 

Why on a - where you are only limited to 
twelve hundred dollars do you have a thousand 
dollar denomination? 

Because we thought that people over twelve -
pqing taxes in exceaa o.t twelve hundred would 
also buy the twelve hundred and would ~it 

Regraded Uclassified



H.ll.Jr: 

Bell: 

H. IL.Jr: 

Bell : 

H.Lf.Jr: 

Bell: 

H.J.I.Jr: 

Bell: 

B. J.L.Jr: 

Bell: 

H.J.[.Jr: 

Bell: 

53 

- 6 -

all at CIDOI, 10 .. lilt dOIID adalllllb&UTI 
41ff1oul.U .. 'b7 •ttne a thllllll1d 4olla1' 
aa-..ucm. 
I ate. I th1llk it h a abtake pqoholog­
loallT. 

Do you? 

Yea. 

Well, it doe an ' t han to be done you know, 
but you take a man who has ten thousand 
dollars in tans. He 1a going to b1l1 twelTe 
h~m.dred dollars !.udiately, 

Well, let hiD - I wouldn't han a thousand 
dollar denomination. 

It he didn't buy the thousand, then he would 
have to buy twelve one hundred dollar cer­
tificates. 

That 1a all right. 

ind that is administ ratively a lit tle difti­
oult to handle in the collectors ' offices and 
in the Federal ReserTt Banks. 

For the little fellow, I don ' t want a thousand 
dollar denomination. 

It is Vef'1 simple to put out. 

I wouldn't do it. I· would out out the thousand 
dollar denollina tion. Now, what is the Federal ' a 
ob)eotion to thls thing in New York? I said 
I would speak to th8111. 

Well, New York and Chioago both - the firat 
question that Bob Rou" aaked in the oonterenoe 
the other day, ns this a soh8118 to raise IIDUY 
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or is it a facility to the tax pafer? and I 
answered that it was primarily a facility to 
the tax pafer , but inoidentally if we rt 
some moner we wouldn 1 t kick, and one o 
our tho~ts in getting up this second 
security was that we could tax some of these 
idle balances that Ur . Eccles talked about so 
long and wanted to put out a special type 
security. Particularly we would tax the 
idle reserves of corporations laying aside 
specifi cally for taxes. We think that would 
be a good thing in this situation. 

Now, New York objected to the rate as being 
too high. They said that the Treasury was 
paying more than was necessary, that if we 
wanted money we ought to go out and do it 
through open market . 

Of course , if we did i t that way, the people 
who would get the securities would be those 
that are no t necessarily paying t axes, the 
banks and others. 

What is that , Dan? 

I say if we sold it 6n the open market, the 
banks and others would 6et these securities 
and would net necessarily use them for taxes. 

That is right. 

They would get them just like they get all 
other securiti es. 

Now, eliminating the right values, our boys 
here figure that we have to pay at least a 
half percent for two year money, so that it 
isn 1 t much out of line when you take it in 
six tenths. It is non- transferabl e. Th~ 
can get their cash back only through the 
Treasury and then without interest, and if 
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they want the return on it they can use it 
only tor one purpose and that la tax payaent, 
so that we don ' t feel thet it is out of 
line Tef'TIIUOh with current 110ney rates when 
you take all those things into considerat ion. 

How about on the Hill, John? 

Well, it is the first I have seen of it, and 
I just told Dan out here that I thought that 
the aspect of it that is most important on 
the Hill isn't covered here because the 
fellow they are worrying about is Joe Bananas 
who works ln the shoe shop for eighteen dol­
lars and a half a week, and it gets around 
to March 15 and he has got to pq twenty 
dolla.rs. That is more money than he has in 
his pocket at any one time during the year, 
and it is the purchase of stamps week by week 
out of his monthly payroll that the fellows 
on t he Hill are interested in and about which 
I am concerned. 

I mean, this plan, I think, will adequately 
care for the people who pay the bulk of the 
income taxes in terns of dollars , but I think 
there are going to be literally millions- -

Well, what is the matter with that first 
thing? 

Twenty-five dollars? 

Ur. Secretary, we considered that, and we 
thought that was as low as we could go 
in a denomi.national public debt security 
and pay interest on it, was twenty-five 
dollars. 

!low, a man who has taxes can save up and bUT 
a twenty-five dollar security, and provision 

• • 
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is made that they can turn them in &111 tilu 
within the maturity or the obligation for 
income taxes, &JI1 month. We thought about 
the fellow who had lese than twenty-five 
dollars to pay, but we thought that we might 
sa, in our circular that he can buy Defense 
Savings Stamps or Postal Savings Stamps and 
turn those in with his income tax, and we 
will make an adjustment between the Treasury 
and the Postal Savings System. 

The difficultT with that is that he is turn­
ing in with his tax return bearer securities, 
which, if lost, he is out. 

Let me just see if I can't answer SUllivan. 
Supposing you had some special arrangement for 
a drive that we go from stamps to this security, 
you see. 

That would answer mf problem. 

I mean if some way you could go from the stamps 
to this . 

That is right. 

Put a special - I mean in this , when we cir­
cularize these fifteen million people, say, 
"Now look - • stress the thing, "Now, if 
you ~ollect twenty-five dollars worth or. 
stamps, we have a special book for that. 
We haven't got one now. Rave we got a book? 

No, not for this, but that we could do . 

Wo could get a special book, you see, a 
twenty-five dollar book for the fellow to 
collect for his - convert a twenty-five 
dollar book of stamps into this, get out a 
special book just for that. How would that 
be? 
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!hat would be flu tor the fellow 1lbo Clftl 
tnat)--flTe dolllra, but n wnl4 haY• to 
anaee that a l111er uaoiiDt tlwa twut,­
fln clollus 1n 1t111pa oould be tunlcl 1n 
to take oar• of thousands of fellow• who owe 
eleven dollars ancl aixt,y-five oenta ancl 
twelve dollars and ninet,y oenta. 

Be oan turn in his book. 

We will talce 1n his stamps. 

Now, tbat h juat it. I think this lhoulcl be 
linked up witli an educational program with 
the industrial leaclers so that the parmaster s 
in these big c~&nies will explain this ancl 
sq, •Now, Joe, do ;rou wut me to talce out 
thirty-five cents in stamps everr week?" 

When ;rou are on that ;rou had better talk to -­

No pressure? 

Tallc to Houghtaling, who ia handling the 
labor union thing for ua. 

Yea . 

We are doing it - we don't go to the owners 
of business. We go to labor unione. We have 
the labor unions explain it to their people. 

That ia all right. 

That could be done, John. 

I think it ought to be done for the protection 
of these people. 

'l'hat oan be done. The;r are oOIDlng in Terf 
fast. The pa;rroll deductions are ooaing in 
Terf fast now. 
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I lon•t bellne that there 11 e Hrioaa 
probl• there, John, ae 7ou IIG t o thllllt. 
The man who ow81 twentr-fonr dollars 11 going 
to pa, i t at the rat e of aiz dollars eveF,r 
quarter, ana i t doelll't eeem t o .. to be • 
very eer ioua problem, .although we oan meet 
it through these atampe ana {hat ie going 
to be very expensive, from our etandpoint, 
very erpen.siTe administrative~. 

That is what the1 are all interested 1n on 
the Hill, Dan. 

The other point I think John raised is whether 
these could be used for atate taxes. We did 
not have in mind at thla tilu providing any­
thl.ng for state income taxes. Thq could be 
used, if we wanted to provide it, for, eq, 
an administrator or executor to buy when he 
takes charge of the estate, and I understand 
he has fifteen months to liquidate it, to be 
turned in at t he end. 

Well, let's do this thing first , when 1ou are 
taliing about it. If I am going to do thia 
thing, I would like to announce it Thursd.q 
for J~ 1. 

Well, now, let me see, Dan, when a fellow-­

Well, we can't begin to ieeue them on Jul7 1. 

Wh1 not? 

It is quite a problem getting out 10ur litera­
ture. 

When can fOU issue them? 

I planned on Ju~ 15. 

That ia all right, but we can announce it. 
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Thq ought to be dated Ju}J' 15 ao ther will 
aature on the fifteenth of a month. I said 
these will be eighteen aonth1. I aa ooalng 
around to making th• two years, enn though 
they OYerlap, because of the high rate in 
both oases. I think two yeera would be better. 

Let's see what happens. I buy one next month 
for twenty-five dollare. I want to turn than 
in on the fifteenth of Llaroh. Do I have to 
cash that and then send ~ check to the col­
la ctor or do I send the bond in with 111¥ tax 
return? 

Send your bond in with t he tax return. 

And in Karch of '42 I get how much credit for 
that bond, twenty-five dollars and forty cents? 

If you buy a twenty-five dollar bond in July, 
in March you would get twenty-five dollars and 
forty cents credit. 

I see. And there will be schedules printed 
on them so that the fellow who bUfs them in 
August will know how much--

That is right. Thet schedule attached will 
be printed right on the face of each of the 
den.ominationa aentioned. It you b~q" that bond 
in October, you pay twenty-fin dollars and 
fifteen cents for it. If you turned it in 
in September 142, you would get twenty-five 
dollars and seventy cents credit. 

Just like a war savings stamp? 

Yes. 

Twenty-five dollars and seventy cants credit? 

In September 1942 you get twenty-five dollars 
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and aeventr oenh oredit of whioh ~tventr 
centa lnoludea the fifteen oenta that 700 
paid aa aoorued interest. You get that back. 

Yes. 

And it you want to cash it in &llf time, sur 
posing you come along down in Se'Dtember an 
you want to cash it in. You don1 t want to 
pay it in i ncome taxes or you have over­
estimated your taxes. You get back the 
twenty-five dollars and fifteen cents that 
you paid back there in October. 

And if I hold it until December '42 when it 
matures, and I still don't want to use it 
for taxes, I then get twenty- five eighty­
five? 

No, you get twenty-five fifteen, the same 
as you paid for it . You only get the credit 
for interest when you turn i t i n for income 
taxes. 

I am inclined to think now that it is better 
to announce this separately and disregard the 
present payment of state ta.xes for the time 
being, but that is the matter that they have 
gone into very thoroughly up there. There 
have been &llf number of members of Con~ress 
who have testified on it, and I would ~ike 
to be able to tell the Committee that we are 
announcing this eeparately because,if we 
try to combine them, they will be confused, 
and they are working and stucQ-ing on the 
pre~nl p~nt of state taxes, and we 
believe we can work it out. 
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John, I would rather you would say to them 
that we have a United States Savings Bend 
in the form ct Ser ies G, which a man can bu1 
to put in his estate; and, if he diea, whenever 
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he diu that thillg oan be oaahed in at par. 

ire you familiar with that? 

No, I am not. 

And he gets current return of two forty -
two fifty. 

Will you save mf time on that? 

Yes, I will go through that with Dan. 

We have had the best people in the United 
States working on that. Would ;you mind? 

I will. 

And just let me call up Allen Sproul. That 
G Bond thing, we even sold it to the Presi­
dent. 

A man can save fifty thousand dollars a year 
for his estate taxes on that. 

Are you fellows sold on this, both o! ;you? 

Yes . 

Yea, air. 

A:n:f doubts? 

MAybe we are biased. 
• 
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Well, ;you like the cake you worked on yourself. 

One point I think we ought to consider is 
several books that I am thinking o! !or dollar 
stamps and five dollat atampa, poaeiblf because 
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eney group ia going to be centered about 
their 01111 tax bill, what their tax bill 
amounts to. I would like, tor example, 
maybe to eave ten or fifteen dollars a 
month and s0111ebody else would want to ean 
live dollars a month. 

(Telephone conversation with Mr. Sproul 
follows:) 

Regraded Uclassified



HMJr: 

Opere. tor: 

H!-!Jr: 

.Ulan 
Sproul: 

KMJr: 

s: 
HMJr: 

s: 

IIMJr: 

HMJr: 

s: 

HMJr: 

S: 

HHJr : 

s: 

Hello. 

Mr. Sproul. 

Hello • 

June 24, 1941 
10:55 a ••• 

Bello , Mr. Secretary. 

Bov are you' 

All right. 

Hov 1e the thing going? 

It's going v~ry well, Juet 
a l1 ttle too well again 
I should eay. 

Well, that's good neve, 
i an ' t 1 tt 

Oan ' t eomplR1n about thnt , 
bovever. 

llo. Going a 11 t tle bit too 
wdl, well, thot '• all r1&ht. 

Xeah. The r 1Chtl are 
quoted at 25, 27 or 25, 27 
and the euhaer1p t1ona are 
coming 1n in good shape. 

'iell , ve are 10 11r..10h mor~ 
coneerva t1ve than 70u !ellove, 
you ltnov. 

(Laughs) 

Nov, let me a sk you th1a , 
I'm th1nk1ng very eer1oualy 
or goi ng Ahead v1th th1a 
Treaeury plan to r tax 
ant1e1pation notes. 

Xeah. 
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low, JOU baYa aoaa obJaotl ona 
to 1tt 

I baYa aoaa quaatlon about the 
notaa tor unllmltad aubaorlptl on 
b7 lal'l• taxpaJ er a. I ha•e no 
quaat1on or objeotlon to the 
amallar aubeoriptl onsnotea ror 
the emall fellow. 

W~ll, what are you vorrr1ng 
about on the other onet 

That 1! 1t '• priced at anything 
away !rom the market , 1 t v1ll 
O&UII a lot Of ! Unde tO !lOY 
1nto that apeolal eeourl ty and 
above t he marke t pr1oe ror no 
purpoae. 

Well, did you t alk v1tb Dan 
about 1 t t 

Yeah , we've talked with -
ve' ve been t~king vlth Dan. 

You don't like it, huht 

64 

Well , I think the r a te should 
be on any unl1m1 ted eubeor1pt1one, 
eeourlty should be on the market . 

Well , how muoh above the market 
are vet 

Well , at 6/10 or a percent, 
I ahould eay you ver e - oh, 
twice :the market . 

I e that r1ghtt Be aaya t ha t -
Dan eaye not 1f you al1m1nate 
the right value . 

Bub? 

Not 1! you eliminate the rights 
value. 
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Well , U wul4 be about 
Chat 1 t!Unk. 

Walt a ainute. (talka aa14e) 
Dan •AT a - he oan hear you 
on t he loud apeaker - thAt 
1! you el1s1nate the r1ghta 
value, the aut.rkat would be 
about a halt . 

Well , I f igured a little 
lower than that, thAt el 1~1nat1ng 
the rlghta value would take 
ao:eeth1ng out or - would chsnge 
the .• •• 

You think we 'd get a lo t of 
mone7 thla wayt 

I th1nlt you ' d get qui u a 
b1t on t~t aort ot an ot ter1ng, 
but I don t aee why lt ahould 
be - ~yeelt, tl t d up with tax 
ant1o1pat1on, I th1nlt lt you'd 
get the eame amount ot money 
with leee meohanlcal d1tt1culty 
and a - Jus t the eame or a lover 
rate on a market security. 

Well , we 're th1nk1ng about 1t -
I 111 tnlk acme more to the boys. 

All rlo;ht and ve 111 tlgure about 
1 t and talk to Dan some more. 

Will you do thatt 

All right. Goodbye. 

'1'hank you. 
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Have you talked with Eoclee about thieY 

I have talked to Pieer and he wae at our meet­
ing the other da;r, and I have also talked to 
Ronald Ransom and asked him 11' he would be 
thinking about it. They have had a aemorand'UII 
over there before the whole Board, but I 
told Ronald that I would call him again this 
week and get his views on it. 

The market security, J.lr. Secretary, would 
increase bank deposits, and this will not. 
It will tap these idle funds. 

What did you say? 

A market security, such as Sproul suggested, 
would increase bank deposits. 

Because the banks would buy them, and when 
they buy securities they have--

And this won't? 

TIJ.s will not. 

This would tap the bank deposits. 

Is that important? 

Very impor tant. 

At this time, I think it ie. 

It is the second step in this program. You 
first issued your United Stat es Savi.nga 
Bonds . 

Has Viner seen this? 

No, I guess not. 
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Kello. 

Jae et-1~1 
uaoo-

Wbo it there in bit ottict -
l et ae talk t o the•' 

I have bit hcretar3'. 
Kin FGbert. 

Hello. 

Yee, tir. 

Th11 11 Mr. Kcrgen thau. 

Yea, e1r. 

I wondered it Kr. lcclet 
could coat over to tee ae 
about ):15 th1e atte~oon. 

Ie hit calendar ••.•• 

I'• quite ture that he oan, 
un1111 thef keep bia up on 
the Capitol which I don't 
think tht 7 vill ~. 

Vell, I'll tell rou vbat ' 1t'e 
about and it he'd get 1n touoh 
v1th Kr. Bell, he mi ght vant 
to poet hiaetlt before he comee 
over . It'• to diaouet thit 
tax anticipation varre.nt -
tax ant1o1pet1on warrant. 

Yet, eir. 
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And 1t1 a Kr. Ball - 11 P11er 
taaU1u - Pher 11 r .. u1u 
with u. 
Be 1a. 

YtPh. I 1d like to CCIIII to 
a deciaion tbi1 afternoon -
(talk• elide) Ron.ld Ranee• 
hae been on it too. 

Uh huh, 

And it Kr. Ecclee would bring 
bla, Kr. Raneom or anybody elae 
that he'd like to. 

All right , etr. 

Kr . PUer or an~d:f he'd like 
to. I'd l i ke to it poeaible 
eettle i t th1e afternoon. 

Yea, 1ir. 

And I'll bold J: l 5 until I 
bear from you. 

All ri&bt. Vell , I'm quite 
eur1 that be can cc••• and 
a1 100n ae I can get in touch 
with b1m, vby I'll will l e t ... 

Well, it I don't bear troa 
you, I'll take it that it'• on. 

All right, 11r. 

Thank you. 

All right, thank you. 
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Coul4 fOU fellow• lhow thb to Jake llefore 
three fifteen? 

Sure. 

.lnd then let' a han a ••tlng at thr .. tltteen. 
But let' s settle thia thing this afternoon. I 
think it is - you are aatiatied, aren't you? 

Yes, sir. 

I certainly am. 

The rate is high. 

Has White seen this at all? 

No, I talked to White, you remember, that day 
we had a discussion in the nine thirty meet­
ing, and I talked to White about the thing, 
and he wanted a raduated rate. He thought, 
well that i a jus - well , it is mechanically 
impossible. There are a number of people 
that have got to handle this and there would 
be complications and so forth, but this fit s 
into that as near as you can get it, to his 
ideas on it. 

Le t ' s aee it we can't settle it at three 
titteen. 

Do you(Sullivan) want to ait in or not? 

No. hom -., point ot view this will cover 
it providing the stamps are available. 

But I think it he would explain this t hing 
to you. There is no need of your sitting in 
this afternoon, but I would like Bell to 
explain that to you on that G Bond. 
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IIMJr: 

Grace 
Tully: 

HMJr: 

r: 

I!IIJr: 

T: 

HMJr: 

I!IIJr: 

T: 

HMJr: 

T: 

IIMJr: 

T: 

Bello. 

• 

June 2~, 1941 
ll:l} a . • . 

Bello, Mr. 8eoratary. 

Hov are yout 

All right, eir. Hov are 
you. 

I 1m all right. 

'l'ha t' e good. 

Wee I able to oreah the 
~ny getee to reach 10u 
yeaterday. 

Yea. I said I vaa over at 
the houae et the time, ao 
Crim took 1t an~ brought it 
right up. I vae on the 
aecond tloor at thst mom~nt 
snd aent 1t right over the 
ott1oa where the man came 
but I got it and 1t vaeoa1gned 
and wee ~1led laat n1gbt. 

Ob, you're wonderful. 

So you can aay 1 t muat be 
there th1a •ornlng. 

'tell, that '• grand. 

Yea, e1r. 

'!'hank you eo much. 

You are very welcome, Mr. 
Secretary. 
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Iaadon 
Lubi n: 

l!Y.Jr: 

L: 

HMJr: 

L: 

HMJr: 

.Twle 211 , 1941 
U& 25 a.a. 

••. .• •••• Rea41 out in Bt. 
Faul and ~11 •ucseetion ie 
that I go eee ra ther Bob Vh1te , 
l!'ho 11 the Dean ot the Oatholio 
Un1vere1ty Law Bohool here. 

Yee. 

Who come1 trom Boeton, vbo ia 
an int imata triend ot Walsh's 
:tnd vho 11 alao a trlend ot 
Jilll Landil' and likes Jim very 
<OUCh. 

Isn't i t wonderful . 

And he laid tba t be thinlta tba t 
tbst ' a the beet vay to handle 
it and Father- I oan t ell rather 
~bi te about the Vatioan end o! it 
which Ready Bl)'l bae been handled 
t rom the Treaeury atandpoint to 
their entire eatietaotion and he 
perhapl will be willing to go 
down and tellt t o \tal. eb. He aay a 
a per eonel vieit tro<D eithe r 
h12eel t or trom Bob White would 
be the way to handle tbe.t , and 
he ~old ae it I bad enr trouble 
at all about get ting in touch with 
Father lr.l.1 te to cell hia baci<. and 
he ' d 04111 ~al.eb on the telephone 
but be thought i t 'd be better to 
do it th11 other wa7 through a 
peraonD.l. viii t. 

Ob- mean have a ••..• 

Have rather BQb.,White go down 
and ue Wal.lla . · 
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li)(Jr: 

L: 

J!l(Jr: 

L: 

HMJr: 

L: 

!lMJr: 

L! 

Hli.Jr: 

Ll 

ID!Jr: 

L: 

liMJr: 

L: 

l!IIJr: 

L: 

l!IIJr: 

- 2 -

I •••· Well, nov, •• 

He ' • all right. rather Whlt•'• 
" t1ne tellov. 

What ' a hlt poe1t1ont 

Well, he ' • the Dean of the 
Catholic Un1vere1tY Law SohDol 
here in town. 

Ob., yeah. 

And he ueed to be aaa1etant 
United Stat•• Attorney up 1n 
Boaton before he beoece a 
prieat. 

Oh, I ~hink it sound& perfect. 

I don't know why I di~n't think 
ot it myself. (Laughe) 

Well, it ~e~ did, you ' d have 
wing e. 

Yeah. (Laushe) 

Or you might ••.• 

o~ a Roman collAr or aomething. 

Or a priest. 

(Laughe) Well, I'll oall him 
and aee i t I can go out and 
aee b.lm. 

Well , don' t ge t a Roman collar, 
a tick w1 t h me. 

Okay (Laugh•) '!'blink you. 

All right. 
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Lauohl1n 
Currie: 

llKJr: 

C: 

!0 Jr: 

0: 

0: 

!lMJr: 

o: 

llKJr: 

C: 

liHJ r : 

01 

'-

June 2~ , 1941 
11:}8 • ••• 

Hello , Mr. Secr etary, 

How are you? 

Fine. 

It you ar& not busy around 
}:15, would you li~e to e1t 
in on a d1aouaa1on on Treaaury 
tax anticipation warronta? 

Yea. I'~ otraid I non't knov 
~uch about them, but I'd like 
to. 
I tell you, I'll send you my 
ovn miiAoro.ndum over. 

Fine. 
And it you don 't mind bri ngi ng 
i~ back, that ia if you read 
1 t be tore •... 

YeAb. 
To give you the i dea. The 
i dea 1a one ot convenience and 
one or drawing down on reserves. 

Yeah. Well, I'll be delighted 
to ..... . 

ieol u wl.ll be here . 

To lenrn aomething about lt. 

I as~, Eoclea will be here 
and you might wR nt to write 
a memo on i t ror the President . 
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Well , maybe yo~ want ~e to (Laughs) 
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HJCJrl 

01 

11MJr1 

o: 

IIMJr : 

c: 

- 2-

Well, I aean, anrwa7 let'•···· 

Yeah.. 

I mean, I' d 11~• bia to ~ov 
about 1. t through. 70~' 

Okay. I'll oheo~ v1th 7ou on 
anytb1.ng you'd l1ke to have ae 
do on that. 

All r1gllt. 

F1.ne. I'll be t here. 

Thank you. 

'rnanlt you. 
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Op~ratol' : 

l)uamer 
llel\e~: 

\11: 

RUJr: 
..,, 

RUJr: 

RMJr: 

v: 

J1111e ~. 1941 
ll15l a ••• 

Bello. 

Go ahead. 

Bello. 

Oood morning, Henry. 

Good morning, sumner. 

' 

Dean Acheaon hae brought 
1n to ~e a pr opoaed l etter 
t or se to aend to rou 
appro•lng ot th11 t•~eral 
11oenee and aleo euggeatlng 
a change 1n the !1rat paragraph 
ot t he euggeeted preas releaee. 

'X eah • 

81 

Yhlch vould read aa t ollowa: 
1 A general 11cenee waa toda7 
1aeued under the Free&1r.g Control 
Order with respect to traneactlone 
ot the U. 8. 8. R. and 1ta 
natlonale, the State Department 
requeeted end the Treasurr and 
Juatlce Depar tment• approved 
th e 1eauance ot the l l cenae 
withou t requlre~ent or the 
t ormal aoaurancea which haYe 
b een requeeted or European 
neutral natlone affected by 
the r r ee&lng Order.• 

'Xeah. 

I e t!lat agreeable to you' 

'X ea. 

1 wanted to ask 1n v1ew or the 
t1se ele:aent, B.enr;y, 1n order 
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Hl!Jr: 

\(I 

HNJr: 

'1: 

!!I{Jr: 

',/ : 

HMJr: 

!IIIJr: 

... .. 
I!MJr: 

W: 

IIMJr: 

W; 

llliJr: 

- 2-

to 1&91 U.a, 1f 1 t woul411 1 t 
ba wall tor the Pree14ent to 
be hleplloDe4 to JIIU 1tt h11 
appronl of th11. 

Yea. 

Witnollt va1t1ng ~~ntil it goe• 
tbrollgh all the red tape 
involved, which might be late 
afternoon before we get around 
to 1 t. 

Yeah. 

And I wanted to aell 1t you 
d1411 1 t want to t el ephone hi m 
cr lf lOU wanted me to t elephone 
hllll! 

No, you telephone hllll. 

Ml right, Henry. 

Now, I ' m going to get a letter 
from you, though. 

I 1 ve elreedy aigned 1 t. 

You heve? 

Yeah • 

Good. lillll that be coming over! 

well, lt'a on my deak nov and 
it will be eent over to you by 
c easenger imeed1ately. 

Oood. 1:o, you tel ephone the 
Prealdent. 

All right, and a ..•• •• • 

on the 1n1tia t1ve of - arter all 
.you're tall.ing the initiative of 
th1a thing. 
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HNJr: 

HMJr: 

1/: 

l:!l<Jr: 

- 3 -

All right, and then ._.. 
auggeated chAnge in til praaa 
releaee v111 be aent over to 
you at the aaae t1ae. 

'olell , bow vae 1 t before' I 
don't- don't aee .... 

The tiret paragraph rend 1n 
the or1g1nal ve~a1on, 0 Tbe 
Treasur1 De?art~ent bas toaay 
i aaued a general 11cenee under 
t~e Free~ing Control, etc.•. 
The chAnge v~lch I believe you 
wanted ind1cotee that ve requeeted 
and tbPt you ~nd Juat1ce approved. 

TbA t 1 I right . 

All right. I 111 aak Dean to 
send this over 11:t'lediately to 
you. 

Thank you. 

Thank you, Henr y. 
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II!Wr I 

II!!Jr: 

Ed 
Foley: 

!lv.Jr: 

r: 

!iMJr: 

r: 

i-!l!J r: 

r: 

!iMJr: 

June 24, 1941 
12 :00 &Qon. 

(Ia talking aside) 

Mr. P'oley. 

Ed. 

Yes, Mr. SeGretary . 

'li'elles Juat Galled mo. 
!lumber Gne; : he pr'u release -
release r eade tha t ~~· ia 
being dQne at the direction or 
t he Sto. t e Departmen t . 

At the direction or r eques:? 

Request. 

At the requeat. 

Number two; he ' s signed 8 
letter 8ekinG me to do it 
and nu~ber three; he aa4ed me 
to call the President. I said 
I wouldn 't, it wse hle Job and 
he' 9 c alling the Prealde,:. 

QQod. 'I ell, thll : ' a Clne. 

I tell you, I can' t quite 
take bOth Oiann1n1 and ~ellee 
1n the aam• week. 

(Laughs) Well , I gueea the 
world ia getting eott. (Laughs ) 
~ell , thst 1 a tlne. 

Aa 8 matter of !aGt t here isn't 
a hell ot a l ot of dltrerence 
between them • 

• 
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HMJ'rl ,, 

lll!Jr: 

r: 

• - 2 -

'If ell 1 WI 4oD 1 \ 4o aD7\h111& 
tbao until we bear tur\ber 
\bat h1 11 olaare4 it aoroaa 
the atr11t. 

Ro. 

Oka7 an4 I'll - rather lfb1ta 
11 in Mew York h 1 1 1 at tbe 
Park LAne Hotei up there an4 
1 1 ve got • oall in tor hill. 

Okay. But Juet 1it tight 
until this etutt oo11e1 o•er. 

Fine. Thank you. 
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aperator: 

KMJr: 

Sumner 
·~ell oe: 

!ClJr: 

II: 

KMJr: 

W: 

HMJr: 

w' 
BHJr: 

11: 

l!ltJr: 

11: 

I:IMJr: 

lello. 

June 24, 1941 
12156 p.a. 

llr. Wellll. 

Bello. 

Hello, Henry. 

Yea , Sumner. 

I epoke with the Preeident 
and he's entirely in accord .• 

Good. 

And 11 qu1ta willing tor you 
to have it ieeued immediately. 

Oood. 

AU right. 

Now, it you aend - have we 
got a copy ot that releaaet 

Yell, 1t lett ay ott1oe to 
go over atra1Sht to you by 
aeaaenser about 50 mlnutee 
ago. 

Yell, 1t'• not here. 

(Laushal Well, I ' ll check 
up on 1t. 

I'll oheck at ay end too, 
at least • •.• 
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I'll obeclt iaaed1atel7 and 
tind out what'• happened, 
1t wae to be eent b7 apeo1&l 
aeeaenser etraisht to your ot!1ce. 
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IDIJr: 

Wt 

HMJr: 

IIMJr: 

II: 

- 2-

Wall 1 I Jlllt aeke4 ltapbena' 
an4 na aa14 tbere waa not.blna 
bere, 

1 111 obeok, Henry, 

Thank 7011, 

and 1t 1t ien't llrea4)' over 
t.here , it Y1ll be. 

Thank )'011, 

All right, thank yo11 very much. 

• 
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TH£ UNDIUI !I£CII£TAIIT Or STAT£ 

WASHINGTON 

¥y dear Kr. Secretary% 

Kr. Acheson has told me ot the reco.mendation 
or the informal committee or representatives ot the 
Departments ot State, Tr easury, and Justice which 
is considering 11atters arising under the freezing orde.r 
or June 141 19411 that a general 11cense abould be is­
'ued tor transactions ot the Union ot Soviet Socialist 
Republica and ita nationals. 

I approve ot this recommendation. The press release 
or June 14 provided tor the tacllitation ot tranaactiona 
or certain countries and their nationals provided that 
assurances were given that such transactions would not be 
availed ot to evade the purposes or the order. The 
Ambassador ot the Union ot Soviet Socialist Republics 
bas informed us that last week he cabled his Oovertllllent 
reoo111111ending that such assurances be given. In rtew ot 
the state ot war now existing between the Union ot Soviet 
Social1at Republ1ce and o IDilUT a.nd Ital7 1 this Department 
doea not reaard turthar ancea aa neousar,. 1 and 
requuta that the general 11 nee be iss d. 

The Honorable 

Benr,. Korsenthau, Jr., 

Secretary ot the Treasury, 
I 

Waeh1ngton, D. c. 

Regraded Uclassified



P'OR 'I'IIB PIIJI88 
• 

A aenual lloenae wae to4&J' 1aalle4 UDder the freez­

ing control order with reapeot to traD&aot1cma or the 

Onion or So't'iat Sociallet llepablloa aDd ita nat10Dal..s . The 

State Depart.ent reqaeete4, aDd the 1're&a\ll'7 aDd J'Witice 

Departllenta appro't'ad, tbe iaa-e ~ the 11cenae without 

raqui.reMnt ot the ror.a1. aaaarancu -.bJ.cb ba't'e been re­

quested o.r &lropean neutral nationa atraoted b7 tbe treesiD& 

order. 

At the tiaa tbe treezing order was extended to all or 

cont inental Europa, the Preaident announced that it waa 

intended throuch tbe aediua or ,_ral liceuea to racill­

tata tranaactiona or certain coUDtri .. aDd their natiOGala 

conditioaal. upoD the receipt ot adequate auurance tro. the 

Gon~nta or auoh COUDtriea tbat the aaneral. Uoeu .. 

would Dot be aplOJ'ad bJ' allllh o-triea or their natioaala 

to nade the purpoaea or tbe treezin& order. Becent -t• 

concernin& the lJI:don or ao.iet Sociallat llepubllca ba't'e 

made &I.ICb aaauraDOea uzmeceaa&l'J' • 

• 
• 
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FOR Jlll'EDIATE RKLEASE, 
Tuesday, June 24 , 1941. 

TREASURY DEPARTIIENT 
Washing t on 

90 ./ 

Press Serv ice 
No . 26- 9 

A general license under the ·freezing cont rol order '1'8.5 issued 

today with respect to transactions of tho Un i on of Soviet Socialist 

Re~ublics and its nationals. The State Department re~ucsted, and 

the Treasury Department and thP Depart'lcnt of Justice approved, the 

issuance of the license ri thout requirenent of the for~l assurances 

which lutve been r~'luested of Europenn neutral nations affected by 

the free:ing order . 

At the tl~e th~ f r tezing ord~r ~as extended to all of contin­

entnl Europe , the President announced that tt was intend~d through 

the nedlum of general licenses to facilitate transactions of cer t ain 

countries and their na tionels , IssuAnce of such licenses was to be 

conditional unon the receipt of adequatd assurance from the Govern­

~~nts of such countries that the g~nernl licenses would no t be 

-eo'>loyed by such countries or thEir nat ionals to ev11de the pur poses 

of the freezing order . Recenl events concerninG the Union of 

Sovi et Socialist Republics have Made such ossurnnces unnecessary, 

-OoO-
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TREASURY DEPIIIITlCEIIT 
Ott1oe ot the 8eoretarr 

June u, 1941. 

GENERAL LICENSE NO, ~l 
UNDER EXECUTIVE ORDER NO. 8389, APRIL 
10, 1940, &8 AMENDED, AND REGULATIONS 
ISSUED PURSUANT THERETO, REL&TING TO 
TAANS&CTIONS IN FOREIGN EXCHANGE, ETC. • 

(l) A general license is hereby granted licensing 

the Union ot Soviet Socialist Republica aa a generally 

llcenaed country. 

(2) Aa used in this general lioenae: 

Any for~ign country licensed as a •gPne~ally 

licensed country•, and nationals thereof, 

shall be regarded tor all purposes as if 

such foreign country ware not a toreign 

country dcsigtlllted in the Order. 

E. !1. FOLEY, JR. 
Acti~ Secretary ot the Treasury, 

1 Part 131; -Soc. 5(b), 46 Stat. 415 and 966; Sec. 2, 48 
Stat. 1; 54 Stat. 179; Ex. Order 8389, April 10, 1940, 
at omendcd by Ex. order 8785, June 14, 1941; Re~lationa, 
April 10, 1940, as am<nded June 14, 1941. 
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RE TAX !NTICIP.lTIOII IIOTES 

Present: 

H.II .Jr: 

Bell: 

Mr. Currie 
l(r. lla&l 
}(r . MurphJ 
Mr. Viner 
Kr. 1lbl te 
Mr. Bell 
Mr. Eccles 
Mr. Ranaoa 
Mr. Kc!Cee 
111'. Pieer 

Dan, do you want to tell thea about the 
work rou haYe been doing on these tax 
antic pation notes? 

Well, we haYe been considering the aatter 
ot iaauing a tax anticipation oertltloate. 
When we tirat atarted out, we thought • 
would .ake it a certificate and aell it on 
a dlaoomt baail, but the 110rt we got into 
it, tha aore .. tound that 111 obligation 
ot that ~e would cauu dltticultr ill the 
collector• ottioea ud the taxp&Jir would 
probabl7 han dUticultr in tlr.rlng 1 t 
out and there would be all kin a ot ad-
juataenta. 
Then we also thought that a oertitloate 
which could onlr be uaed tor a rear or 1••• 
would not quite tit the altuation, beoauae 
a au aildlt wut to bUl' a aeouritr in Juuarr 
to tUJ'n fn tor )larch of the following rear, 

• 

I 
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which ia a fifteen aonth aeourity. 

So 11e then 11ent to a note. l/e oan' t eell 
notes on a discount baaia aore than &·year, 
ao then 11e had to try the coupon feature. 

The coupon didn't quite work beoauae we didn't 
want to give a flat rate on the obligations 
because the taxpayer and the collector 11ould 
have to do the computing on each obligation. 

So finally 11e arrived at thia conclusion, 
that 11e would iseue two seriea of tax notes. 
One 110uld be used for the small taxpayer up 
to, say, a twelve hundred dollar limit. He 
could not use more than twelve hundred dollars 
of these notes in any one year in payment of 
taxes. 

The denominations would be twenty- five, fifty, 
and one hundred dollars. At f irs t we had a 
thousand, but the Secretary thought that 
psychologically that 11as wrong, so we elimi­
nated the thousand dollars. These notes 
would run for two years and could be used 
at any time by the taxpayer in payment of 
income taxes due within that two year period. 
He would get interest on hia notes at a 
rate of t110 forty a year, but we would not 
express it in terms of percentage. We 110uld 
express it in terms of so many cents a month, 
five cents a month for his twenty-five dollar 
denomination, ten cents for his fifty, and 
twenty cents for each one hundred dollar note. 

If they are not used for income tax payment 
purposes, he could turn them in at any time 
and get his cash back 11i thout any intereet 
at all. 

Now, that is t he Umi t - that is the tweln 
hundred dollar limit. 
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For the t ... &r, who PIJ 110re than tnln 
hundred a~;, we woUld prc'Ylcle uothtr 
aeries of notes with the clenoainatione 
running froa a hundred dollara up to a 
hundred thouaancl clollara, and they would 
Ti•lcl a return of aix tenths of one percent, 
again not expressing it in teras ot per­
centage but fi'Ye cents a month for each one 
hundred dollar denoaination. 
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There would be no limit on these notes that 
could be presented 1n pa7111ent of income 
taxes except the limit is the amount of 
taxea that a aan owes. The Secret&rT, howe'Yer, 
would reser'Ye the r ight to reject &DT and all 
subscriptions, because we do want to keep 
control oTer certain aituations IUCh as the 
communities where they ha'Ye a racket of 
a'Yoiding local tax••· We didn't want any­
body to bUT them for that purpose. 

In Qrder to get their cash back on these 
notes , they would haTe to held thea tor 
sixty days and gin us thirty days' notice. 
They would not get any interut on the:m when 
they turned thea in in that fashion. 

Could the sue taxpayer buy both aeriea? 

Yea. We didn ' t contemplate u.king uy dia­
Unotion. E'Yery taxpayer could blly the 
tweln hundred doller Uait, and 1t be had 
.ore taxes than that, he could then ju.p 
to the other aeriea tor the balance of the 
taxes. 

We contemplated that the 'Yalue of the notes, 
both from a purchase standpoint end red~ption 
standpoint, and "Turn them in for taxes, 
would be stated right on the face of the 
note and that all aenOIIinationa would han 
the same T&lue on a gi'Yen elate • 

.. 
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For instance, if a man bought his - any of 
these notes at any time between now and 
March 15 and turned them in on March 15, 
all the collector would haTe to do is count 
the types of denominations, turn to lliarcll 15 
and mul tiply that figure by the number of ' 
certificates, and he has got the amount of 
credit on the tax. 

He pays the accrued intereat up to the time 
he buys i t if they haTe run a month or two? 
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That is right. He buys it in September for 
twenty-five dollars , and he paya twenty­
five dollars and ten cents . He pays it in 
March and ~ets twenty-five dollars and forty 
cents for 1t. Any other way would make the 
collector compute what is due on each note, 
and he may have to compute anywhere from 
five to twenty or twenty-f ive, and that would 
be quite a job for hi~, especially during 
a time when he is snowed under anyhow. Tax 
payment time. 

So we had to make it as simple as we possibly 
could, both from the standpoint of the tax­
payer, simply figure it so that he could 
easily comoute what his credit would be and 
from the siandpoint of the collector in 
computing i~ediately that the return is 
in wi th the remittance as to what the credit 
should be. 

Now, we have had some questions raised as to 
whether the two forty rate on the small note 
and the six tenths rate on the long note 
aren't too hi~h in terms of the money market 
rates . Certa1nly the two forty rate is much 
above the money market. 

On the mechanics, Den, can any certificate 
be turned in within two years, or will they 
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be eo issued that they are just do on a 
certain tax payment date . 

No, they could be turned in at any time in 
payment of income taxes up to the maturity 
of the note, and I see no objection to 
turning them in after the maturi ty of the 
not e; but they would only get interest up 

· to the end of the period. 
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Let's take your twelTe hundred dollars. Sey 
a fellow had twel Te hundred dollars worth 
of t ues. Say he' had twenty-four hundred 
dollars worth of taxes and he would withhold 
his certificates until the last payaent. 
Vlhat does he do in that cue in order to 
earn his interest? WOuld you call for 
a certain percentage of hie certificates? 

No, we are going to haTe to put some sort 
of a control in the collector' s office, and 
we don 't know yet how that can be worked 
but he could turn in any time during the 
calendar year 142, twelTe hundred dollars 
of these notes in payment of his taxes . 
It wouldn't make any difference whether he 
turned them in on one tax payment date or 
on four tu p~ent dates. 

But the longer he kept them the more interest 
he would get, so he would probably keep hie 
certificates until the last payment date and 
pay cash otherwise . 

That is right, but Dr. Viner raised the 
question this morning as to whether we 
ellouldn't make provisions for permitting 
the man to turn in all of hie notes, say 
on Karch 15, and get credlt for the interest 
that he would haTe gotten had he held them 
until the tax payment date, September - June, 
September and December. 

Regraded Uclassified



RtnsOlll 

Vlner: 

Bell: 

Viner: 

llclCee: 

Viner: 

llcKee; 

Viner: 

Bell: 

White: 

Viner : 

- 6 -

llhat adnntage to the Treuurr h lJl tbet'l 

In this --

That saves bookkeeping. 

The adnntage to the Trusurris that it 
saves the Treaaurr having to send - the 
Treasury would onlr have to send one bill 
tor such persons instead of tour. The tax­
payer would only han to uke out his pa1Jlelit 
once instead of tour tiaes . Naturally, ther 
are exactly on a par. 

ill I am suggesting is that these certificates 
can be presented all on )(arch 15 for the whole 
year. 

That i s right . 

The taxpayer saves nothing in interest, the 
Treasury loses nothing. 

The Treasury already haa the aoney. 

And it eaves bookkeeping on both aides. 

That is right, it does. It ie a pretty good 
point. 
Since you are proTiding a aethod of saving 
out of your current earnl.nga to ... t the 
tax which is applicable during tbet year , 
doesn ' t that reaove aost of the juatification 
tor perml tting an indiTidual to '!["a hie 
payaenta over the ensuing rear? shouldn't 
it be required that he par his comp te tax 
in Varch, aince rou are af.king this aechaniaa 
poeaible to save a lot of booikeeping. 

That would be another propoaal. 
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It lllpt o1Jtiato -

Yoa •••• thh RJ, what tlah clo01, too 1t 
enable• 101 to oa.poa•ato the por1on ;£o 
1n 1117 oa11 woalcl hue aclo U't'llloo pq­
aentl on 111 lntereat buh. You ... puttlllg 
hla on a parallel. 

Yea , Aren't fOU getting into the ooapli­
oation of oh111ging the tax law? 

I thought it was a tax regulation rather 
thlll a law. 

1811, fOU .nstn•t lose a\ght of the fact 
that we are starting in the aldclle of the 
fe&r and asking the fellow on the fifteenth 
of Jul7 to aaTe for a year's taxes. 

I would also sa, that at a ti .. when rou 
are increasing taxes sharpl7 ia not a tiae 
to bunoh requi red payaents earlier. It 
ia two blows at the aaae tt... '!'hat would 
be a thing to introduce gracluall7, fro• 
four pay.anta aay to three or two or then 
to one at a tiM when the tax p&TUnh &Ptn't 
going uP· but thla rea• to bit th:a all at 
once, clu.ping, aa the newapapera 117 --

You read the Chicago Tribune. 

The7 would aa1 tripping. I eay this 1a not 
the right tiae t o clo that. 

I agree with 7ou, but Doctor, I think there 
haTe been a lot of aantiaenta for inoreaaing 
the nuaber of paraents fro• four to aaybe 
aix eTerr two aontha or aoaething like t hat . 

Jell, it fOU don't alncl, I aean - lf we 
could get the benefit ot fOUr aclnoe aa 
to principle• and than theae othar refinaents 
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could be worked out attei'Ward w1 th the 
~lp of ;rou gentlaen. I u aort of 
anxious either to go foi'Ward on thh along 
theee linea, if you people think the 
principle ia right, you aee. I aean, if 
the principles are right . 

Let ae ask one other question. Ia there 
pop~ar demand for these obligations? 

When we said we were going to etudy this 
thing, it you can gauge ,.our delUlld by 
the press, •• ~ got an awfully good press on 
it, and they liked it on the Hill. 

We have had a nuaber of letters also asking 
if we were going to get out aoaething like 
this . 

There ia real interest in it, but it does 
go back to the original suggestion of 
Eccles' to tap these - the lunda of the 
corpora tiona. We think we can do this 
pretty successfully this way. 

Yea. When you ~et ready, I would like to 
suggest, if i t 1 1 appropriate t o do ao 
today, an alternative to part of the program, 
the first aeries, that i s, the aeries up to 
twelve hundred dollars. 

Aa you propose it here, I think it is all 
r ight and I would have no alternative 
suggestions t o aake. I think it is the 
only practical way that I know of that can 
meet the problem of the aaall taxpayer, 
that ia, the t axpayer up to aay twelve 
hundred dollars. I t ia an excellent way, 
it aeem.a to me, of inducing hl.m to prepare 
for the payment of hia taxes when be i a 
getting hia income rather than apend his 
incoae. It enable a the Gonrnaezt t o get 

103 

Regraded Uclassified



I 
I 

H.II.Jr: 

Eccles: 

H.IA.Jr: 

Eccles: 

!!.!.!. Jr: 

Eccles: 

H.M. Jr: 

Eccles: 

H.II.Jr : 

- 9 :. 

the aone:r now md &TOida the lag between 
the per iod of earning and the period of 
collection. 

When it geta to the l arger aaount, I would 
like to suggeet an &lternatin prograa 
that I think 11ould do &11 that thia pro­
poaea to do in the oaae of the large tax­
pa;rer, and would poaaibl;r do more b;r wa:r 
of utilising what otherwiae are idle tunda 
and keep the banks troa auppl;ring a credit 
to whatner extent existing idle funds wen 
uaed. 

What is that, Marriner~ 

I waa juat going to aa;r, I was just going 
to suggest - would ;you like ae to do that? 

Sure. 
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Well, I didn ' t know that we were going to 
haTe thia conference toda;y, eo ;reatarda;r, 
knowing that thia subJect had been under 
consideration and was still under consider­
ation, I dlacuased this utter ;yesterda;y 
with the Board, Ur. Piaer and Dr. Goldenweiser, 
and prepared a brief aeaorandu:a here which is 
just a little bit more than a page. 

It scared u. 

I couldn' t quite get it on one page, but 
I practicall;r did. 

Can •"t ;you get &long with a piece of paper? 
(Laughter) 

Possibly we should haTe taken a perfeotl;y 
blank aheet and got it on one page. 

When this Adainiatration ia oTer, the Rooae­
Telt Adwinist ration ia going to be noted aa 
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a one page jialniatration. 

Well, it 1a a good thlll& to teaoh ua to I&J 
what we haYt to aay in a ahort apaoe, abort 
period. 

Well, the Board in considering this aatter, 
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I think,Jretty well acreed to thia sort of 
a propos • I won't I&J anJthlng about the 
Series ! exoept that there wae a question as 
to whether or not twelTe hundred dollars was 
enough. There was aoae question as to whether 
we ahoula go up to fifteen, aarbe eighteen 
hundred dollars . That a&J be debatable. 
Nobody had &nJ Tery strong feeling on it, 
but it did seem that it waa poasibly adTiaable 
to do that. We alao thought of aoae of the 
aechanica. 
Since we discussed it yesterday, we find that 

· you han worked out that proble11 in a ney 
excellent way here so as to &Told the compli­
cations that appeared at first and that was 
haTing the ReserTe Benka pay checks tor the 
interest, which aade it rather complicated, 
and that baa been worked out, ao I won't read 
the first paragraph. 

'l'hat baa been worked out since our con­
ference with the Federal ReaerTe people. 

That is right, and yeaterday when we dia­
cussed this, we hadn't had adTice •• to 
the matter haTing been worked out. 

Now, on the other one - -

Kr. Chalraan, in the first paragraph there 
is also the suggestion for a receipt for 
pa)'laenta . 
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Ch, res . 

There ia this suggestion that John MCKee 
made that people in paying t axes issue a 
oheok and they have the check, uauall7 as 
a receipt for their taxes. It was suggested 
i n this case that there might be a stub form 
attached to these notes t hat would be stamped 
by the Bureau and returned to the t ax parer 
which would be a receipt or an acknowledgment 
to the tax P8'1er that he had paid so much 
in these notes in p~ent of his taxes. 
That is a suggestion that John made •. I 
think it might be worth considering. 

Now, regarding the Series B notes, it seems 
to me that the proposal made sometime agQ 
for issuing the non-negotiable notes, having 
a two year maturity and paring semi-annual 
coupons at the suggested annual rates -
nolf, these rates could be anr suggested rate -
of a quarter for six months, a half for the 
second six, three-quarters for the third, and 
one percent for the forth would be preferable 
to the issuance of the B Series, because it 
would meet not onl7 the immediate problem of 
tax anticipation, but also the l arger 
problem of tapping some of the larger bal­
ances that would go into short term securi­
ties because they want liquidit r , and it will 
not go into the long term market securit ies. 
The notes that have been suggested would be 
sold to investors other than banks. Banks 
would be prohibited f rom taking them. They 
would be registered, and they would be is­
sued in denominations of a thousand and over, 
nothing less than a thousand, because this 
would take care of the smaller ones, you see, 
so i t would - you could confine i t to ~ 
thousand dollars or over. It would be re­
deemable on thirtr d81S'notice On 8nT interest 
parment date or you could sar on thirtr dar s' 
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not1oe U7 tiM, but - or, that 1a rq eug­
geation, that thlrt.r da,a ' notioe1 but on 
&D1 interest - not leas than thirty deJa' 
notice, redeemable on any interest payaent 
date, and that would reduoe the probla ot 
interest figuring beoauae the ooupon would 
take care ot it • 

.A. provision might abo be made tor extending 
the maturity beyond two years, i f that seemed 
to be advisable. There ie no use, it seems 
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to me, having both the notes that were pro­
posed and the Series B notes, since this 
would onlT add to the alreadT large number 
of types ot issues. The Series B notes are 
not necessary trom the point ot view of 
enabling the ~arger tax payers to budget their 
tax requirements. This ie done in anr case 
by most ot the larger tax payers who would 
purchase the Series B notes. Those larger 
companies have substantial amounts ot cash 
available, a great many of them, not onlY 
as reserves for tax payments, but for other 
purposes as well. Iale money, moat ot it. 
The plan which I suggest, therefore, would 
tap not onlf the tax reserves at the time 
they were set up, at the tiae earnings were 
made, but large additional auaa of 11.0ney. 
This proposal would be better than the is­
suance of additional billa or abort-term 
-.rket notes, because the billa and the 
short- term market notes would go largelY to 
the banks, while the special issue would not 
go to the bank a. 

You would prohibit that? 

You would prohibit it, yea • .A.n advantage of 
the proposed securities over Series B notes 
ia that the interest that the Trea~ would 
pay would be smaller. For instance, you 
proposed six tenths. This would be a quarter, 
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e. he.U, three-que.rtera , and one. ~ in 
ce.ae of ce.rrying the tull two-yee.r period 
would th\y then e.vere.ge aix - I think it ia 
sixty-two and e. be.lf la whe.t it e.vere.gea. 
Some of them would only be ce.rried six 
months, aome of them, me.ybe, e. yee.r, some 
of them e. year e.nd e. he.lt , but only would 
they equal or slightly exceed the Trea~'s 
charge of six tenths here, which is a rather 
high re.te to pay if they e.re only held for six 
months or for a yee.r, so it would he.ve the.t 
advantage. 
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Another advantage is the.t the holders, further­
more , might well find that they had sufficient 
cash when income taxes e.re due to pay the 
taxes out of balances rather than use the 
notes . They, therefore, would continue to 
keep the money invested in the short Treasury 
securities which would be - reduce the amount 
of market financing that might be required 
in the long-term securities. In this way 
there would be a constant increase in sub­
stantial holdings of the non-negotiable 
Government securities and a corresponding 
decree.se in the need for the open market 
issues which the banks e.lwe.ya te.ke. It would 
tend to ahut off, in other words, the infle.­
tionary development through the bank pur­
che.aes. 

Now, I would just like to - the.t is the memo­
randum and that is the picture. 

What does that mean, is that September 15, 
June 15, Yarch 15? The interest de.tea are 
these quarterly dates? 

No, the interest dates are semi-e.nnual dates. 

Of any particular issue the.t he is speaking of, 
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it would be dated some date due in six aonths 
or a 7ear or eighteen months or twency-tour 
months. 

You would have - I see. You would have to 
make these interest datee correspond to the 
tax payment dates. 

Well, 70u could do that . 

And it 70u need a cashing in process, in fact 
70u would need a day or two l eeway. 

Well, 70u would have to give thirt1 days ' 
notice. 

I didn't mean that. Supposing I have a tax 
payment due on Karch 15. I also have one of 
70ur notes due on March 15. I would have to 
arrange it so as to get the cash--

They could make them acceptable for taxes. 

Will you make thmn acceptable- -

1.09 

The notes themselves - you could do that, but 
my thought was, let them pay the cash. You 
are dealing with fairly substantial tax payers 
when you get into this class. 

There is this Yarch, and the time that is 
neceas&r7 in order to get in before the dead 
line, and 70u would be crowding them if the 
thing were only to mature on March 15 and 
the payment has to be in before midnight on 
Yaroh 16, you are putting an unneceasar'f 
jam in there. 

I imagine it could be easilY arranged to 
accept the maturing notes the same as a 
check. 
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There could be no obiection to that. 

You are throwing en17bodfin on that aate. 
The point ia a great Dlllll1 of theee corrra­
tiona that have a substantial amount o taxes 
to pay would merely invest their funds in 
these, and they would find maybe they have 
money to pay the taxes, and they would pay 
the tax by check and keep these running. To 
the extent they needed them, they have got 
the eecuri ties they could turn 1n or cash 1n 
at any interest day in anticipation. 

Then what interest rate would they yield? 

Fixed rate. 

The maximum of one percent. 

The idea would be a quarter, a half, three 
quarters , and one. That would make it two 
years . At the end of that time you could 
have i t mature, and they could buy some 
more. 

Oh, they would begin over again. 

You could either do that or you could keep 
them rtmning it they once had them at a 
five year rate . 

Then what you are doinY. is, even a one-day 
note at one percent, ~ecause after that--

Sure. 
They are payable on thirty days notice. You 
are giving them a thirty-day note . 

About a two-year contract, you are right. 
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Woul d give them a t wo-year note, and they 
would mature. Then they would be bu;ying them 
current~. They would automatioal~ )ust 
run off and get the money, that is right. 

I think that has much to commend in it. 

You can get a lot of money both for taxes 
that would meet the tax problem of a great 
man;y institutions and individuals who are the 
larger payers who had money that was idle, 
and the:; would say, "Well, I migbt just as 
well buy these, and then if I don't have 
money when Jl1Y taxes come due, I have got 
something I can cash in . " 

But there i s an advant age in relating it 
to your tax situation which you could easi~ 
do by dating them and maturing them so that 
they would fall on tax payment dates so 
the purchaser could use them if he chose 
or cash t hem in and use the cash or carry 
them on i f he preferred to do it that·~· 

Are those cheaper than what the Government 
is borrowing for now, that rate? 

Yes. 

The:; are about equal, about the s~e . 

About the same . 

Including the rights. 

Dan, isn't it true 
tax payment starts 
as March 5 or 10? 

About the tenth. 

that a large part of the 
flowing in,s~, as early 

You see, that is what I have in mind. You 
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don' t want to force everything into the 
tax collector on ~rch 15. He is very 
anxious to have a few dafs leewaf. His 
pressure is very great . And, therefore, 
if you make these acceptable in lieu or 
cash on these dates, I think you could save 
a lot of work. 

You could do that. 

11.2 

MaT I ask a question, Wr. Secretary, for 
the benefit of all or us, and I think maybe 
De.n migb t be able to throw some 11gb t on it. 
The tax anticipation certificates that 
followed the World War that were sold for 
tax purposes and due on tax paying dates, 
was the experience of the Department - is 
there any evidence that much of that was 
used as actual p~ent for taxes or weren't 
they ceshed and paid in by check, especially 
with the large holders? 

Yes, they were cashed in just like any other 
public debt obligation. Some or ~hem were 
turned in, but those certificates were sold 
to raise money. They weren't sold to facil­
itate tax payment at all. 

I understand that, but in any-­

And very few or them were used. 

They could have been. You were privileged 
to do so, weren' t you? 

That is right, yes. But most of them turned 
them in for cash and then used the cash to 
pay it. And they were largely bought by 
banks and othernstitutiona, financial insti-
tutions. 
This would tend to reduce the need of issuing 
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notu or billa and keep the bub - reduce 
lOUP IIU'ket ilauu ana would tllld to U18 idle 
tunde that deaire a certain aaount ot liquid­
it, ana won't go illto the long 180IIl'1tiu, 
and there are a eubat&ntia! amount ot thoee 
tunda that I think it ia a aoad thcal 
poliof to utilise rather than the creation 
ot additional tunda through bank borrowing, 
and this aeeaa to ~~ to get at both problaaa 
ot proTiding the liquidity tor tax purposes 
and also the use ot - letting the Treaaurr 
use tunda that corporations and indiriduala 
have that are now ldle and that they can't 
put into long securities tor Tarioua - a 
great m1n1 reasons that they m11 haTe. 

Well, could we do it this way, Yarriller, 
because I didn't know that you were going to 
make this suggestion, you see. Could Dan 
take it and talk it over with our crowd and 
then have another ~eating With fOU , m&7be, 
tomorrow? 

It would be tine. 

So maybe b1 Thursday you could tell me which 
one ot these rou think ia the beat. 

Yea. 

Could you do that, Dan? 

Yea. We considered aoae this proposal ot 
Kr. Eccles. You remember he aade this once 
betora at a tinancing aeeting. 

That waan •t in connection with this present 
tax thing. 

No, it was not, it was a regular tinancing 
matter. 
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Can fOil ... t 111 tb. til-. t-1'1'0W! 

Be glacl to. 

And g1Tt .. U auftP 11hioh 70U th1Jik la the 
b .. u 
Tea. We han got a problem to work out in 
making this as simple as possible. 

For the a!tel"'loon, tOIIOI"'"OW afttl"'loon? Be­
cause we have an engagement in the 1101"1ling. 

Is that all rifJlt? 

That is all right. 

I have got to go up on the Bill agt.in. 

You will enjoy it . 

You should have gone up on Saturdq when we 
all wanted to go away for the week-end. 

They tell me you did a fine job, Dan. 

In two hOUI"s and a quarter, I got by • . 

You didn't tell me. 

I told you I .was going up. Oh, we had a nice 
ti.e, a lot of nice questions. 

The:r were nr:r c011p11Jaentar:r to :rou. 

Oh, reall:r? I aa .urprited. 

I think this two point tour rate ia pretq 
high JI1SeU. I would like to see it a 
four-oent rate instead of a fiTe-cent, ao 
that it will be just u :W. u Poetal SaTinge. 

I 
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That would make it one Dln•tr-two. 

'fell, there h auppo11d to be - addecl in­
duo ... nt here for thea to tate ldT&ntage 
of thh method in Tlew of the faot that the 
rates are going to be subatantiallJ inoreaaed 
this rear and in Tin of the faot that there 
11111 be a lot of people pa,ing who hitherto 
have not been, so t hat there is an element 
of added inducement--

But I don't want to throw out the Postal 
Savings thing b1 glTing th• another secUl'it,. 
that is more advantageous to th• than Postal 
Savings . I would protect the Postal Savings 
S,.stem. 

Don' t you think you can pq a little premium 
en this, Doctor, because they can be used !or 
onlr one purpose. 

Or it oan be cashed in. 

No interest? 

Yes, I know. 

The onlf 1f'1 you are going to get revenue out 
of this is !or a single pUl'pose secW'it,.. 

On the other hand, it has certain conveniences 
as compared to Postal Savings. 

But it goes to ju.st the ccmparativelf little 
people in this thing. 

These people aren't as small as the Postal 
Savings people, and yet you are giving them a 
better rate. 

Except the Postal Savings, you don' t limit 
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them to the tweln hundred dollara. 

It is reallf not an investment, Jake. It is 
an interim investment. 

11.6 

Aeybody can buy it. The f e.Llow who would be 
buying the Series B could still buy the Series 
A. 

The Postal Savings can be cashed in at any 
time. It is practically a demand deposit 
on which they can get two percent, whereas 
this is a two-year - or is a security that 
can only be used !or a cortain purpose; and, 
if it is cashed in prior to that time, they 
get nothing, so it has disadvantages--

Yes, it he.s some disadvantages. In some 
ways it is more convenient, though. These 
are higher income people than the ones that 
get the two percent. 

Is the income from this taxable? 

Yes, sir . 

It would have to be. 

Well, would you fix the time? 

Well, any time tomorrow afternoon or the next 
afternoon. 

I would like, if you don' t--

I t would be satisfactory to me, Dan, if you 
fix it. I s it satisfactory to yo~Ronald,and 
John? 

Any ~ime tomorrow afternoon. 

Three o'clock is all right with me. 
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I was just wondering, if, inetead of taking 
the Seoretarr' e time, whether we could retire 
now with Dan and mafbe work out some of these 
deta~ls? 

I think we would like to discuea it a.nd see 
now it fits into the mechanics of the thing. 
Just a straight obligation is all right. 

We might get t ogether for a little while be­
fore we meet with the Secretary and save his 
time. 

I won't be here tomorrow. I wanted you to 
have a meeting while I was gone . 

O.K. 

I thought you might have a mee t ing while I 
was gone. 

We can get together, all of ue. 

You don ' t expect to announce this this week, 
necessarily? 

I had hoped to do it Thursday, but I ought 
to do it Uonda.y by the latest. 

You will be back b7 l.!ondey? 

Oh, I am going down and back in the same 
day. I am flying. 
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TREASURY DBPAR'NUf 
Wne~ton 

!'OR RELUSE, MORNING IIEVISPIIPERS, 
111esdr{' June 2•, 1941, 
6/25/4 

11.8 

Preas Service 
No, 26- '7 

The Soere t nry of the Treasury announced last evening that the 

tender& for (.100 , 000 ,000, or thereabouts, of 91- do.y Treasury bills , 

to be d, ted June 25 o.nd to mature September 24 , 1941 , W11eh were 

offered on June 20, were opened e. t the Pe4eral Reserve Banks on 

.1une 23 , 

'!'he det81lc or this issue ore es follows: 

Totcl nppl1ed for - t e 67, 792,000 
Totrl necepted 100, 068, 000 

Rr~ge of necopted b i ds : 

Hlgh - 100 , 
Low 99 ,978 EQlivalent rnte llP!l' ox1mntely 0 ,087 per, ent 

t v•rceo Prkce - 99 . 983 " " " 0 . 066 " 

(88 percent of the amount bid for at the low price was acce:>tnd) 

- oOo• 
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• TREASURY DEPARTMENT 
Waah1ngton 

l'lti!ULUSE, MORNING N'EW8PAPER8, 
fuet4aJ, June 211 , 19~1 , 

"ifo.3/41 

. -
119 

P1re .. Bel'rtoe 
No , 26-6 

The Secret&lrf ot the Treaaury, on behelt ot the Reoonetruot1on 

Finance Corporation, todfl1 announced the plan tor ret1nAnc1ng the 

ouutMding notu ot Seriea N of the CoirpolrAt1on maturing lulr 20, 

19~1, Md raising lldd1tion&l funds tor the Corporation, through 

otterlng for subscript i on, at par And accrued interest, through the 

ltderd Reserve BI\Dka, notee ot the CorporAtion, designated 1 percent 

r.ot ee or Series ll, in the amount ot $5001 0001 ooo, or thereabouts, 

~nd At the si\JIIe time offering to purchase on July 3, 19111, at pa~r 

and accrued interest, the outstanding notes or Series N to the extent 

the holders ot euch maturing not es subscribe tor the new notes , 

The notes or Series If nov offered v1ll be dated July 3, 19111, 

and will bear intnrest from that date at tho rate or 1 percent per 

tnnum payable on a semiannual basis on Apir1l 15 and October 15 in 

tach year, They wlll !llature on April 15, 191111, and will not be aub­

Ject to call ror r edemption p~rior to maturity , They wlll be issued 

only in bearer form with coupons attached, in denominations or $1,000 

$5,900, $10, ooo and $100,000, 

The notes wlll be tully and unconditionAlly gu&rant eed both as 

to interest and principal by the United States, Pursuant to the 

provi sions or the Public Debt Act of 19111, interest upon the notes 

nov Offered shall not have any exemption, as such, under Federal Tax 

Acta nov or here11rter enac t ed, Otherwise the notes will be accorded 

the tAme exemptions rrom taxation as are Recorded othar i ssues of 

R6conatruction Finance Corporation notes nov out standing, These 

Provisions ftre specifically eet rortb i n the ott1c1al c ircular 

~eleued tod~y, 
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Subacript i one will b B reoei~d at the Federal ReeerYe ~ftnkl an4 

er..nchea, and at the Tr"'eury Dep..rtment, Vaehington; the7 will not 

be received at the Reconetruotion Finance Corpor ation, Banking 

1net1tut1ons gen~rallJ maJ eubllit aubecript1ona t or ~ccount of 

customers, but only the FederAl Reserve Banke and the T,reuury De­

p~~tment . are authori~ed to act aa offi cial agencies. Others than 

banklng institutions v1ll not be permitted t o enter subscription• 

except tor their own Account . Subscriptions from holdera or 

Serlee N notes tendered tor purchaee should be accompanied by auch 

not ea to a par amount equal to the par amount of not es of Seriee V 

aubecribed tor . Other aubacriptions from banks and truet companiee 

ror their own account v111 be received vi thout deposit but will be 

r eetricted in each caee t o an amount not exceeding one-half or the 

eoeblned capital and surplus of the subacribing bank or truat 

co• pany. Other aubscriptions from all others must be accompanied by 

payment of 10 percent of t he amount of notes applied tor . 

The right ia reserved to close t he books as t o any or all aub­

ecrlpti ons at any time without notice. SubJect to the reaervaticna 

aet forth ln the official circular, aubacriptions from holders of 

Series N notes who tender them tor purchase under th i s offering vlll 

be allotted in rull . Payment tor any notea allotted must be made or 

eo=pleted on or before July 3, 19~1 , or on later allotment . Seriea 

N no tes are out etandlng i n the approximate amount of 1211, 000, 000. 

The text or the otf1c1al circular f ollows: 
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RBCOISTRUCTION FIBIICB CORPORATIOI 

1 PERCBN'l' NO't'ES OF SBRIBS '1, DUB APRJ:L 1&, 1g44 

Dated and bearing 1ntereat troa July a, 1g41 

fULLY Ill D UNCONDITION/ILLY OU/ RANTEED BO'l'B AS TO Ill'l'BREST A11D PRDICIPAL 
BY TW!l UNITED S'l'/.TES, WHICH OUJ.RJ,NTY IS EXPRBeSED ON THB P,\CB 

OF BACH NOTB 

1941 
Deprtment Circular llo . 664 

P1aca1 Service 
eureau or the Public Debt 

------------
TREASURY D EPART!fENT, 

Office of the Secretary, 
W~ahington, June 24, 1941 · 

I . O~INO OP NO!'ES oUID INVIT.\TION POR TENDERS 

1 . The Socretnry of the Treasury, on behalf of the Recoost ructlc; 

Finance Corpor~tion , invites subscriptions, et par nnd accrued l.iltBreei 

~m the pooplo of the United States for notoa of tho Reconstruction 

F1n!UlC8 Corpor a tion, des ignated 1 percent notoa of Series W. The 

emount of the offering is f;50:> , 000, 000, or thereabouts . 

2 . Tho Soeretery of the Treasury, on bebll1f of the Reeonstruc­

t1on !'1nii!IC8 Corporation, offers to purcbr.so on July s, 1941, nt par 

md accrued interest , the outstanding notes of the Corporation 

deaifl\tt ed Series ll, metur!ng July 20, 1941, to the extent to W>ieh 

the held ere thereof subscribe to the i s suo of Soriea W notes here­

under . Tondora of Sori os N notos tor thD.t p>rpoae aro invited. 

II. IESCRI PTION OP NOTES 

1 . Tho not ee will bo dated J uly S, 1941, nnd will bee r interest 

~m thnt dnto e t the reto of 1 percent per nnnum, peyoblo on e semi­

annual baa1a on oc t ober 15 , 1941, md thereafter on t.pr11 15 Md 

Oc tober 15 in eecb yeer until the princip~l becomes pe:Jeble. Tbe7rwtl.l 

IOIItura April 15 , 1944 , md will not be subject to cnll tor redemption 

prior to • tur1 ty . 
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2. Tho notoe will be 1esued under autborlt7 or an net or 

~0ngroea (known ne "Reeon etruct1on F1nanoo Oorporntlon Act") npprond 

{SIIII•l'f 22 , 19~2, na emended ond supplemented, The income derived 

rro
01 

tM notoa ahnll be aub j eet to e.ll Fodernl t oxea, now or hereatter 

Tho no t oe aholl be eubject to oatnte, 1nhoritonee, gift or 

other exo1so t oxoa , whether Federnl or Stnte, 'but ehcll be exempt 

t exntlon now or heroorter l.Jnpoaed on the prinelpel or 

thorcor by nny Territory , dependency , or poeseas1on of the 

by nnJ Stote, county, munleipolity, or local tox1ng 

.. utborlty . Thoao notes sholl be l c.wful investments, ond m&y be 

neeeptecl oa security, for oll f1duc1nry, truet, ond public tunda the 

lnvestment or deposit of which stwll be under tho o.utbor1ty or 

control of tho United Stntee or nny officer or officers thereof . 

3. Tho nuthori~ing net provides thrt in the event the Recon­

struction Flnr nco Corporotlon shr.ll be unrble to P"Y upon dOillllnd, when 

due, tho pr1ne1pcl of or interest on notes lsoued by it, tho Secretory 

~r tho Troneury ehnll pry the oroount thoreor , which 1e nuthor1~ed to 

~o ' PITOPrl r tocl , out of cny 1:10nays 1n tho Treceury not otherwise 

•pproprlcted, r.nd ther eupon to the extent or the nmounts so pn1d the 

Secrot r.ry or tho Tronaury shnll auocoed to oll tho rights of the 

hold era of INch no t o a , 

4, Boor or notes with interest coupons o t tnched will bo issued 

m denom1not1ons of ~1 ,000 , $5, 000, ~10,000 nnd $100, 000. The no t es 

•Ill not bo laauod in r ogistorod form. 
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III. SUBSCRIP'l'IOR /.ID ALIMllll'l' 

• 

1. Subscriptions will be reoel 984 at the r.Geral Re .. rwa Brake 

sod sranehu en4 n t the Trena1U'7 Dep~ l'tment, WeahiJI&ton. Subaorlbera 

11118t osree not to ••11 or otberwlae d1apcae or their 811bacr1ptlona, or 

the eecur1 tloa which 1111'7 be allotted. thereon, prld'lo to t he cloalJ18 or 

the aubscr1pt1on books , Bnnking insti tutiona genorall)' IDOJ eubllll.t 

subscriptions tor account or customer a , but only tho Fodornl Roaervo 

senka ond tho Treasury Depr.rtment oro nutborized to act ae oft1e1nl 

•gene1es. Others than bonking institutione will not be po rmittod to 

Jnter aubseriptione except tor their own occount, Subecrtpttone from 

bolde rs of Series N notes tandored tor purebnse should be necomponied 

by auch notoe to n pnr nmount equel to the por onount of notes of 

!orloa 'It eubseribed for. Otbe,• eubeeriptions from b:mlcs md trust 

eomprn1ce for their own nceount wlll be reeoived without deposlt 

bu\ will be r e etrl cted in eoch caee to nn nmount not exceeding ono­

aalt of the combined cnpi tnl nnd surplus of the subscribing bonk or 

trust compan)' , Other subaeriptions from I'll othere IIIUSt be oeeompan1ed 

by pr yment ~f 10 percent of tho runount of no toe npplied for . 

2, The SeGretery of the Trecsury resorvee the right to reject 

c.ny eubser1pt1on 1n whole or in pert, to ollot l.eN tbn.n the 1111ount 

ot notes r pplied for, end to clos& \be books ae to nny or r.ll aub­

acrtpttons ot any time without notice; end nn)' a ction be mny t r ke 1n 

these reepe eta shnll be tinnl . Subject to those reaervottona, aub­

•crtptlons from bold.era of ser1 ea N notes who tend or them for puebnae 

ho~ounder will be nllottod in tull. Allotment noticos will be sont 

out Jli'Om.ptly upon rllotment , nnd the bns1a of tho ollotmont will be 

Wbl!oly onnouneed. 
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1, rey-..ont nt par md accrued lnteroat , if r.n;r, tor notes nllot­

~~ h•rounder must be made or comple t ed on or before July ~ . 1941 , or 

on later nllotment . In evory cnee where pc.ym~nt 1a not 80 completed, 

tho poymont with opplic r. tion up to 10 peroent or the amount of noua 

' 
applied for sholl , upon docl£ r n t ion mode by tho Secretary of tho 

!l'orsury in h1s d i sc r etion, be forfeited to the United Stotos, Nttee--or 

series N tendered for purehnse must hcvo coupons doted July 20 , 1941 , 

·.ttoched, rnd poyment will be l!l£de at por ond occrued interes t to 

July ~. 1941. Tho prlncipnl J>,_oeda n f the Series N notes will be 

•ppl!ed In pr)1110nt of tho Series W notea , end accrued interoot from 

Jenutry 20 , 1941 . to July 3 , 1941 on Series N notoa ($3. 96409 per 

$1 , 000) will be poid following ncceptnnoe of tho notes , 

V, GENERAL IP.OVISIONS 

l. /,a tiserl ngents of tho United Stctes , Fedor c l Reserve Brnks 

uo ruthorized r.nd requoetod to r eccivb eubscrlptiono, to mpke cllot­

••nto on th6 boa1a nnd up to the nmounte indiontud by tho Secretary 

or the Trot. sury t o the Fedornl Res erve Brnks of the r •Japectl ve 

1!strlcts, to i ssue allotment notices, to receive peymcnt for notes 

•llottt d , to mnke doli very of na.tee on tull-p~id eubsoriptions 

'Hotted, md they nltly i ssue lilter im rocoipta pend i ng delivery of the 

def!nlttvo notos , 

2 . The Sooro t ary of the Treasury moy nt my timo, or from time to 

tlt:>e , Presc r ibe eupplomontnl or r.mendc tory rules ~nd regulations ' 

~overntng tho offering, which will be commun1co tod promptly t.o the 

:ederrl Reaorvo Bnnke. 

HBIIRY HORORNTHI.U , JR,, 
Secretory of tho Trea sury. 
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!01 ... U GftYOO 

rara&• looHt&I'J lorcoatha• 

1. c.. J•u cot • a .., ot tile wtt• 
wbloll thh tlult 1tutoa to 111• la low York tor ,..,1 ..... lla4 llcNPt • laYUp .... , I ... u 
Ub to 111 1t . 

a. • .. that ,.,. .. dpol ., with tllo 
c.I.O.{ llow a'bwt cettlac llla to p•t la a JIOJI'Oll 
4e4vot OD plaa for 0'01' I&YlBCI ..... , 

n .... cln - a report - 'botll ot two 
TburabJ aonlq. 

• 
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xat.l"'ll.tt.Bt.q f or tile laat .au. I haw .,._ 110l'k1DI 
with Lt. ColoMl Ora ...._ aDd Ill'. r;,1e of the "far ~t, 

W OJW.llT adwi.eS.,. ta... 1a Ule1r at..,... to ....tU7 ~ 
MOU.,. of tile -.rtiaUOD 1.- ao tllet U oaa ha •ra au1l7 
llladlocl rr. t11e ~u ... po1at of n-. I ~~aw- u 
olaar to u- the fraanl7 u DOt to be 1Jrro1wcl 1a tbia _..ioa 
111 "'lr - wtdah mpt ra•lt. 1a 0011' baS.,. obl1&ocl to jo1a witll 

"'lr -r departaaat ill itoniac tile MCMaJT cerUf1oa-, 

IIDdar preeeDt 1.- a oontreotor u ent.S.tlad to a.ru.­
t1oo ot 20 perout a JMr, prow1.dM be obta1M a oart.S.l1oata of 

DIC ... ity aD4 - 1fbeD Jd.e tax Ntv.rM Aft ate1necf - OU AIDIII 

llllJ.T Nf'llta ~ obarp bJ tile IDtamal ••m .._. tllet tile 

contrt.otor wa diraot.JT or 1adiraoU, m.torread bJ tile aoow t 

tor "'lr part of the ooet ot o,_t.NoUOD of tile - taoili t.U1. 

tJDder tile U1at1ac 1.- ba OlD allo Io;qwt ed.tber (1) & ....uttoata 

ot .....,_ ... protaoUoa of tile pabl1o 111toer11t or (2) a oart111oata 

ot ~. If )Ia _......altha' of ...... oort.S."·•­
ha 11 tileD auW.Uoa":r .Uu.ct to a.rt.S.aat.S.on aDd the Intamal 

line• lluM1a u t~ud tr. obarc1111 tllet tile ooatraot.cr _. 

dlrootl;r or~ ... ,.a Mel tor tile ooet of tbeH tadllt111. 

tba pri.no1pal • ._... 1a the llnr propo~ocl bJ tile ..... 11114 

JlaooJ DlpartMDta aDd qrM4 to bJ tile Dat- C ••o!.oa are u 

fol1ow1 

1. 1:!. el.llll,atl.oo ot tb. Dat- a-1a.S.oa u a 

oertlt;rs.,. ac-7, 

a. AD ~on ot tile tus.,. por1od. t• oertl.f1oa­

ot -••1t;r tr. 60 .,._ attar tbe o~oe of oo•tncUoo 

ot - taoWU.. to 6 -u.. attar Mid oo.pleUoeo 
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4o UDder tile pre..t l8w tile cerUt)bc .,_,- 11 .._ 

quirec1 to U....ettcata .....,. ooatnot U. oo11tr.otor baa with aU 

goft..-nt ag«~CW before 1 t 1a aut.boriaod to 111"" a cert1t1oata 

of 1101>-NiabOII t. It 1a - paopo...S to llaU t.h1a ~ 

tion to the war &J>c1 Jla'fT ~. the llaritiat eo-l.eeioll, &DC! 

web ether c1epart.Mnte &J>c1 aa-1u u tile Pr911d.lnt .q clee1pta, 

'' 1'111 lazl&uce of tile p.......t etatuta rel.atiJic to 
cortiticatu of IICII>-N~-nt 11 eo clrattac1 thet the -tal 

atu- ot botb the ccctr.otor &DC! the aown.ont.al coatracUA& 

o!ticor u to wbether tllq 1nteadod direct or ial.1rect 1'111oboane­

ant 11 a factor in cletai'I01.n1.nc wbether ftOh a certificate oboulc1 

bo iaoUoiCI. 1b1l 1a a oubjoctift approach wb1ch 1a wrr c1itt1C1llt 

ot appllcatJ.oa. It 1a propoeod to chlacl t.h1a ~ to elJJII.nate 

tho ...tal attJ.tucle ot contractor, 

W. beft ..,.., requated bT the Bv.reooa of the IIGdpt to 

alee to t'- a report on the11 propoeod cballc•• . U TOll &pproft, 

I propoae to DOtit)' the Budpt that t.h1a 1a a a ttar w:ltb wbich the 

treonrr ~ 1a DOt coooen>od &DC! thet whew DO objeotJ.oDI 

to the pauqe of the ... -. 
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~e mlttatlou to tM .... 1 .. of •e " .. ..., 

bour, fdlloO procru. ~alJ 2114, 1110'114 be ••t to tM 

followlq: 
• 

100 tloketl tos 

Lieut. Gaenl ~ ! . Dna, c- ""ill o...,..I, Pint ....,, 
0oYei'II01' '1 Ielu4, 
... lort, 1.1. 

100 tloketl tos 

Bear &aln1 !4o1~ Wr ... { 
C: '""llt.t Tlllr4 •ft1 Dbtr ot, 
80 Cbarek street, 
... tort, 1. y. 

• 

Regraded Uclassified
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,...,IMl 

"' It&t Gaeftl ~ 
1 taD ,leu ... b MYb& ... , te,.. UIO 

bfl\atl .. t• ~~ .,,d .. ef tllil tl'euW7 ~a, 
1.11 W at t , ... , at tlile et.Ue et ~ ~ 
llred••{lac Statl•• 1MJ wlll M lellYeNI te 
'"- r.u.,. 

ftb Uur ... Mea &lYM " tllil , ... OU c_,.., te tile bee...,. b tM bhNit fll ,._.t­
lq tM eal1 el DeteUjt Sad.- ...... !b ,.r­
,_.....,, 11111 ,_ f• lJ Wllb aM lt tile 1111N 

at tile Uekeb nJII ~ tlnt pertw ;:t I wUl 
M Ylf'J &lal te twallll 7" wl~ alllU tlebb 
tw ~ nuulb& 11 pertw -. •• 

Wltll kbl reprll, 1 rt la 

1 ... el!IHNl.J, 

' 
... 

~····-· 
' 

Uwt. Ge..nl .._A. Dnat c .. be a.el'il, flnt ......• 
Oeni'MI''I IllaMt 
... 1ork1 I. 1. 

' 

• 
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., • .., Oaua1 Draa 

1 tab Jt.8111't 1a lle'fla& , .. t te 7ft 100 
U.ltatl .. fer tht .... Uc tf tM frMIVJ U. 1'11.7 w, at I , ... , at tlle at .. lo f!l u.. ee1.-la 
JreM•U.I.Jia Statl•• tMJ wlll M .. 11'feni te 
7" • FP11q. 

IIlli ...... Mea ,t •• "' tile , ... ou 
Ctlll•lll to tu floMnr7 1a tu lateNat et ,., et-
la& tM .. 1 • ., w .... la'flJI&I ...... ~ ,.,_ 
t• ••••• will na t• 11 web ... 1t tile ••n 
et t~• tleklta nJ., \be fll'at ,.rt• ;:i 1 will 
M ••'7 cW to tiarill•~ 7ft wltk aUltl tlektte 
t .. tu ••u•IU& 11 ,.,,. "". 

'll~ kllll Hpftae I ..-1• 

tewe elaMNlle 

•• ., .... p'S ; ... 

Ue11t. Oe..ral ... A. Dr-. 
c .. t.a QeMiil, rtnt ~. 
a.nner'• Ialul, 
•• torlr, J. t • 

• 
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1-.11, 1111 

• 
I take pleann la llaYlaa ... , \e Jell 100 

ladt&U .. ~- \lle _,., .. ef \!Ia ,.._."!.~ or• h11 b4 at t p.a., a\ \IIi ehlle fll \lie 1a 
lr••••(S.. Statl•· ftlq wlll lie .. lheNI te 
,.. - hlAil· 

~. Mur ... -- cln& " \!Ia , ... ou 
C ::VIJ \e \U ........, li tile lil\e ... t ef pr It-
l.q tbl tale of DatUM !ladJI&I ...... ftil ..... 
t• "" wlU .. r., u...a ... u tM .... 
ot Ue tlebb aj., \lie tlnt pel'f• ::i I wlU 
lie YIPJ cW te fUJoialA Jft wltllaMltl Uebte 
t• tlle •••uAS...ll perf• ..... 

W1Ua klal np1'111, 1 r la 

tnn•~• 

Unt. o....1 - &. 0... 
C ellac 0111'fil, flnt ,.,., 
o.n ...... •. IeluA, 
... tork, 1. t. 
('·•f </ t.. n~ 

, , It 'f-
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I • I 

1-.11, llll 

- .... t>IPf\ fe' lUI 

~.._.,.. ..._ 11na•t111 r...ou c., . ., ,. \M , ... ..., 1& \M 18\efel\ ., fllll\o-
llll tU aala It w ... a.n.rr. ..... 1M ,.... 
fw nee alU na t• 11 WMb ... lt U. ...,. 
et tu Ueb\1 •Jtr \M tlnt ....rw ;•t I .W. 
lit "'PJ cW te twr '•• , .. aU~ Mlltl tltb\1 
fer tu elltHe&lllc 11 ,...tw v••· 

lltll klllll ••~• 1 •-la, 

t ... • elMINlJ, 

•• ., ..... , r; lh 

._. Wl'al tbll' t" "' 
C s't•ta ·~ IIYa1 Dletrlet, 
10 a.v. v.et, 
.. ten, 1. t. 

/ 

Regraded Uclassified
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• 

19 4MJ' lc!abal ........ , 

I tab pleuliH 1a llaTlq aut te Jf!D 100 
iultatlou tor the epcU, ot t he biUIII'J how 
Jllll 284, at 8 p.a., at tM at•11 ef the Celwla 
&-o.aoutlnc StaUoa. ~ will M .. llT•"' te 
7011 Oil Frllq. I Wlll4 appPMlatl lt. lf 15 ot 
th• enl4 'be all-tea te- tw "PIAllii S!A!I". 

Thl• hour hat Mia cl••• ~ tw r .... 011 
Coapalll to t.M frluV7 1a tbt lattrett ot pr.ot­
liiC the tale of Dltau• S.•lDD loll4t. The pel'­
fOI'MIIIII wlll ,. tor 11 -b u4 1t thl uare 
ot t he tlokttt llljCIJ the tlnt pertol'alllli I 11iU 
'be 'fiPJ gla4 to turnlth 7011 wltll a441U0111 tloktta 
tor tbt •~•••t41Dc 11 pertol'aiiOII• 

\llth klacl repro, I r_lll, 

l""' .111 ..... 11. 
(~}1 ...... ~. ,., 

1.34 
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- ..... A4alftl ,.., Jill 

I \Ut pl ... we lJa llaYliiC eta\ te ,eu 100 
lll'fltttlau tor t.ba ope'~~& ot tbe ~!low 
Jvll a.a, at t p.a., at tM etuHt at t.bt to~la 
lrot4ta"lll& StaUoa. !lloef will be 4tlhtN4 te 
Jill • FP14q. I wall app ... lata 1t lt • el tua tft14 lie elluatel te-tlle •pa.Ulii STA!r. 

Tbl• bov bat lleaa alna llf tile , ... ou 
Ca.p~IIIJ to tho TNu11r7 lil tbl lattl'Mt el ,.....t-
111& tho tall ot O.teut SadAD Boa4t. !M per­t_....• wlll l'1a tor lJ ... b aa4 lt tbl • .,. 
ot the Uobu nJ'V the tl.nt perte.~ ::1 I will 
be YII'J gW to tiirillah JOV wlt.b a44ltl tlokt\1 
tor the ''*''141D& 11 part.-••. 

llt.b k1114 reprit, 1 r_b, 

YOUPI elAttnq, 
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• 1.36 . . . 

~' 
K'IS?f< /lontRIIA. r/tJci.PifuJ ;4v() 

(o ,.....,,-'MIQ.4..VT.J 77ftR0 .lfMI4t.. AjrK~<~ 
9a C l, vrc.h ~.-- ec..~ 
~..,.. v~,.... k. fi.y. f.:>. (J 

/ / ro'JtJ Jr q /J 
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.. .... , 
., ........... 

l .._.._ 1111tl:J l Jb I Lit •• tile ....... tt 4i 

w...a._.-..., ...... e~-..uee~u.~atu 7 

,.._ ...... ~ flld\et ....... ,., ......... 

.... tw DIIMMo t-.., \M\ \e .......... ._. -....t.W 

ill - fl 1,11:10::00 ,, .. _ .... #- 0 ·- '"- &. • 

.,...,. Ill$ I .. tM ......... I 4 to 'IUl 7W lclaGF 

....., \e tM 'Ira fl ,._ -.-&-'l•- _, ela1•• ~ 

daUa II \Pall ..... 111ft tw ~ .... . 

te ......... - tMUal~ ...... - .... -"'. 
rwdedw UIA w......,. 4S&Arl-. • adl!l"-l.aGt:? fl 

\be 1.lrtw ...... *ltPa - _,. I .,., II ---
, .a~u..n...n~ ....... ,........a.,t~oe~~r 
....._.- u.. rt u elHll~ tw U.S..Mil"-1 ..........._ 

U a tlaftller -.ftM W- ,.,., 

t - ..n..\ ... tiM ........ fl 7 ·- wtl1 7 7 .... 

~ ...t• _. UIA l\ 'IIUl M ... ettee\lftlr _. aUI 41 I "* 
..C wtl1 ,._ a rw1 1 t.U.I• \e - let- Pftei-

181 ..... , •• ···-· s;, 

• dU7 el tM Ia »• 

... 

Regraded Uclassified
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..... 1941 

_.&ear ll> .... Hta.Ja 

You will •••all ahbc • a aote at Ca~lut ••the 
on lunt Sth about Dtf11111 lloll4 aal11 b &-.lalH Cta._ 
Ohio. .,. 

I han aow ha4 thh •tt&P lan1Uptea ... .-tt 
below dp1t1out eztraoh fPOII tht repert ef tu liiYIItl• 
gatlon1 . 

•o.aer&l ID!oratloa 

"!ht l.Ahabl tutl oi bclal .. Cou\7, 1111.1eh h 
I thPlYlac tCPlOnltural 4\1\Plot &Pe ehltflJ of 
Otraa &1101nt. Bonnr thPoach lattPYllft lid 
wlth the Y&Plou• offlol~1, a1 .ntlone4, all4 al1o 
wlth IIYIPU f..-PI, wbolt -~ I 414 aot obbln, 
1t h .,. opWoa that redieah of thll oo•\f oon­
ltlt•te a loo4 &.rloaa 11 'tr· Ua4o•llte41J, 
thtH &PI a f .. peopl1 lhiq la that hppl\oPfwllo, 
thPftP thtb ie111at &PI II Fht pro•h,_., bllt 
boa all tht iatoratloa olltaillli all4 .,. , ... ra1 
1-,rtllloa, I tell that h&lalll Coat)' h 11 falrlJ 
&.rloaa u &1lf norar• 11 •tty oat aipt ddt. 

"!ht oab towu 1a aiu bllutrlll &H loeatti 
tMt llaeflt thPoap tht Dtttul PHcr&a art lluter 
... at. IIane, &114 the blutlh .. 4uht4 bl7 tllttl 
two lot&litl11 are aot 1.tfhi111t to aotleea\17 ia­
oreall _,. iu ... •terlallJ onP aa anr&~l perloi 
1a r•ar• -.r~la tht Dttna• I'Pocraa ll aot llr~oln4. 
ltariq tbat 1D a1114, all4 the faot that tht ooa\f 
11 priar117 ~C:PilllltllP&l, ••a41 _., cea•P&llJ 11 
aot aY&lla\le to a f..-r thh tt. of Ua• ,..,. • 
S.nral of tht per1ou 1ate"ltw4 etet.a that thq 
&PI of the opWoa that later oa iuriac the fe&P, 
wh111 the faraPI 'becb to reodn _., tor their 
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• I. 

pro4ue1 1a all ,..t~alllllt, tu lanet.ate 1a 

=~·:'= k:Hf•. If,:.·;:..:=; :~ 
\MH et U1 !{.:! ''""'' a 'V• alle 
ea111-c • tM Mlu1 _,,, .... .,. ,.._ .. 

for • en"'•tloa wuek Ql nl U.t. tM laMt­
... ta 1a Vlllt .. Statea Sa•l• ..... wre la 
are4lta"l• ....ate. 

'S.u:z 
"Thl• 1Jlnet1pt1oa has abo. tbat tba sale 

of 1J111W Statea Def11111 lloa4e ui Stults w aot 
Htll as ~~ as la •- otller •• altha. a..­
enr, I Hllen tllat eoa41 tlou 111111 •• tile Ill ell 
rate of latereet reet1Ye4 ~ 4epoeltore la twv at 
tllt loaal 1- a11oalaUoae w W eaulbr•"~ 
to 4o 1• cn•nla& !low tba people lanetet tu1r 
aoaq. Tile lulr: of lunu.a W&ll •..ac late 
tile •-' t)' tllro111ll 4tfllllt ..atutve lies 
reeult.a la ao aotleeable a441t1oa to tba re~ar 
lnao .. 1'1111914 froa til• oP4111P7 acr1aultaril 
41etr1et. SabTII'&lTe or ~-~leaa Ht1Ylt1ee 
wro not IJIIOIIIlhra4 4vlaa -r laneUpUoa, ui 
I 4o not Hlion tllat tlle lHt tba :tl;rlt)' of tu 
people are of O.naa 4oHeat •terl atheta 
tllelr att1t.4o tnarl tills pn.-.t. It le 119' 
oplalou tb&t 1111lalle Coat)' 1a a tllrhlll(, anraco 
~rleaa o..-aaltr.• 

SluerelJ, 

!he Boaorallle, 

!be Searttll'f of Acrleultvo • 

.. 

Regraded Uclassified
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TMC .IICJIIIITAJIIY 0,. THI TIIIC.A8UJIIlV 
WA8MI NOTON 

My dear Yr. Secret~: 
You will r call givi~e a note at 

Cabinet meetin on Jun~ ~~out Defe se 

Bond sales Auglaise c/unty, io • 

r;ated, 

of the iryrestigat· 
i/ 

The Honorable, 

The Secret~ of Agriculture . 

140 
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TREASURY DEPARTMENT 

... OI'I"IC& Oft COOftDtNA"r"'A 
TltKASU"V KHfi'OfltC&MIINT AODICID 

WMHINOTON 

lime 12, 1941 . 

TO: Mr. Gr aves 

FRCI.I: Elmer Irey 

There is attached a comcunication 
ot Special Agent H. R. Sunball dated 
lune 11 , covering his investigation ot 
conditions rel ating to the eale ot 
defense bonds and stamps in Auglaize 
Count y , Ohi o , 

Enc. 

1.41. 

Regraded Uclassified
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SI•Spooi&l 
u;a;olceto4. 
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• 

TREASURY DEPARTMENT 

~-E~ 
U& I'Me..-1 llu114111Co 

Detroit, 111oh1r;an, 
,_ u . 1961. 

Chiof , Intelli&ence Uul.t, 
Bureau ot tnteYn&l RoTenue. 

Washington, D. c. 

In re: S&loa ot u. s. Doten .. Bon4o 
an4 Stal:lp •• 

&U§lalao County, Ohio. 

142 

111 0001pll&not witb your tolephonlo !notruotionl ot P'ri4ay, 
Jwno 8 , 1941, an invoati&&tion wao mado in &U&laiae County, Ohio, 
to dotermlno the reuon for t bo relatively om&ll ..,.ount ot noMy 
thlt boo boen innoted by tho inhabitant• or thlt oount:r in 
Uolted Stotto Defenoe Bonds and Stompo. Tho tollowi~ l ioted 
Poot Otfioeo an4 Bt.lllto in &U&l&iu Coomty and t ho otriol&lo who 
were 1ntorrtewed are not.oda 

Firat Clua Poot Otfloe 

1ione 

Seoon4 Claoo Poot otrioo 

Wllliaa H. Uotrocbt , Poat::w.ator - St . tsryo, Ohio 

llon:ut.n J. laut , Poatmaoter 
t:n Bro:nen, Ohio 

Thl.rd Claaa Poot Otfioo 

Ur•· Ruth n. Brinkm&no Poat=iotroll - Nlnoter, Ohio 

E. B· Kattorhalnrioh, Pootmaator - Now Knoxville, Ohio 

Wrt• Theodore c. Gilroy - Waynootiold, Ohio 
(Witt ot Pootmaator an4 Pootol Clork) 

- 1 -
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Pourth Olaot Poot ottioe 

Bualc:land, Ohio 

s . w. Praa1er, Poatm&ater Un1apa11o, Ohio 

Vornon *'rta , Poatma.eter St. J oh.n.a, Ohio 

A· o. wa,otatt, Poo-ot.er New l!ampohire, Ohio 

Prod Reioholdertor, Poat=.ator - Cr14era~llo, Ohio 

National BaJ>U 

Firot llat1onal Bank Wt.paltanota , Ohio 
Edwin J , Stroh, Caahier 

Pooploo 1:at1ono.l Bank 
u. w. Knost, caahior 

'llapaltonota, Ohio 

Firat llationAl Bank 
w. w. Grothaua, President 

Stato Banko 

Home Bank 
Robert DoLo~ . Caahior 

CridortTillo, Ohio 

HOM Banldl"(; Caopall)' 
B· H. Br l.nlaoeyor, Proa1doDt 

at. !(aryo, Ohio 

L!iJlttor State Bank 
Uin.otar, Ohio 

t..o B· Frerioka, e&-ah1er 

People• Savin&• Bonk 
B. R. Xuhlman• Preoidont 

!lew XnoxTill•• Ohio 

Tho int'ormt.tion obtained dur~ thil 1nvvat1&at1on in 
Au&l aho County throush il)tervi""' had with tho abon- N>JDod bank 
and poato.l offiait.lo oan bo grouped aa follOWII 

Intarmation Obtained thrau&h Intorviewa had with 
Poat..atera 

the .arioua poataaaterl or the ~ll rourth olall ottieea 
infamod " " that thay had nat recohod ordoro trcra tho Poot Oftiao 

- 2 -

• 
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Dtl"'mont in.otruotinc th .. to handle Dttonoo 8aT1nt;o Bondo or 
StomP•· They ~llo o~ted that they had not atoobd the Dtfenoo 
Bond• or Stompa, and the rn 1Dquir1oa that they bt.d roooind 
rolatin to O.fonao Bondo or Stompt they had in turn dirooted 
the peraon i!l&ldn& the inquiry to &o to .,.pekoneto, Ll.o&, or scmo 
other vill~ge or oity who,.., a l~&er Poot Office no mo.intoined. 
Tho poatl:\aatere now rotor-red to a-lao adv1ao4 at that they were 
or the opinion that it would not be worth their While to handle 
those booda , •• tho inquir·-ioa they ht.d reooh·ed "ro not autfio1ont 
to warrant carrying Detenae Bond& &cd St&mpa ln stock. HO'II"'STer, 
t:My ototod -t 1t it were tbo w1oh or tho dopert':lont that thoy 
havo tho Stal>pt o.nd Bonde for ule, all at;roK that thoy would 
will!nr;ly oCJOply w1 th ouch in.ttruotion.o. 

Poat=.aters of the seoond and third olaaa ottlcoa &lao 
showed mo their reports relative to tho aalo ot Defon1o Bonda 
4nd Sta.npa . Io several inat.anooa, 'When tho bond.a tlrat cMt.e 
out, 111ablo aaloa were made by aovoral ot tho otticoa. DurinG 
tho lt.at oonth, moat ot the roporta ahow that there hAs been t. 
drop in oaloo , but thio undoubtedly it in ~ lar~o part duo to tho 
foot t hat 4uglai&e County ia primarily ~n ~rioultu~ distr iot 
Rnd t.va.ilable li\ODOY at thil partioul&r tl.me of tho yet.r ia re.ther 
aoarco with the r~nners. A rather 1ontthy intervt.,., no had with 
J..'lr . A.. J. Brown , Post:J&ster at Wap&konett. , who atatod thAt 1n 
his opinion tho salol had been r~r tor his ottioo , conaiderint; 
tho taot that there are no not1oeable detente induetrioe in hla 
territory whl.ch would tend to booa"t the current wate• received by 
workers in lll&JlUl'aoturint; plant•. 11r. Brown turt.'ler ~drlsed no 
that tho r ...... ero in and ~bout .,.pokont~ nro diapleosed witb 
tho ~creat;o or wheat quota -t hoi been i.aoposK upon tb11:1 by 
tho &o'ftrllr::ent re£Ulation.o, but he ~ddK -t he did not beli""t 
that would in ~ .,..y ~oot tbeso t&rDorl in purohaaing Doten .. 
BoNis or St·""P' had tboy tho .... ~able DOMY with which to calto 
tho purohe.IOI• 11:r. Brown oontinuod by atotin& that ho belieYK 
that tho rate or interest reoo1vod by dapolitoro in tho City Loan 
and Snint:• l.loooi~tion (i!amo Offioo in .,.pokonota) and also t he 
\'lolrare F~noe Coop~. which ~· ~in& tour and fiTO per 
oent roapeot1Yely , w.• 1n a lar&e moaaur• a controlling taotor 
in ro&ulating Whore tho peopl e dopooited their extra fund• · Ac­
oordins to ur. Brown, theae two tinanoo &nd loan aasooiationa 
are fi~ed praoticolly in tboir entirety by money rooeived 
from people in and around Aut;lai&e County, and they wont throu&h 
tho laat depreaeion without neoeat1tat1nc any loa• whateoeYer to 
their depoa1tora. In other worda. ba stated that those two oaa• 
pWoo he.•• &olntd tho contidoDCO ot tho people• Ho added that 

- a-
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SI• Special 
Unjaokoted. 

ht did not wloh to inter tha t thoro wao an7 do11'bt What...,or 1A 
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tl\0 llindo Ot tho looal people with rupoot to tho worth ot Uaited 
Stat•• Bonde or Stoopo, 'bllt booau oo or tho hiEh rate or intoroet -­
tour ond ti .. per oont--that tboy oould o..-..1 on in .. otaODto 1A 
these ooDlp&lrl.tl 1.1 ocape.red. Witb a lower rate ... eoe1•" thro~ 
&o•erument iD.Yeatamt, he telt that it waa 1D a lar&• aMau.re a 
controlling taotor. 

lnfonatioo Rtooi .. d DllriD& lnt•rn-• lllth BaokiDE orr1oiah 

Nono or tho Federal or State Banko 1A thia oo1111ty hoodlo 
Federal Detenao Bon4a. The T&rio~a oaahiera and preaidenta inter~ 
v1ned advlatd me that when oalle were b&d tor Detente Bondi , they 
referred the pro apeot1•• puroh&atr t ·o the local Poat Ottloe, where 
the bond oould be proour·ed. All ottiola l a were ot t he opinion that 
b.,._UII tbtlt tOtO I are r&ther tmall, t hat it-· DOt GI OIII'&..f'7 tor 
both tho banko and tho Poet Otriou t o handle tho United Stat oo 
Soodo. Tbo10 moo otat od that t hey did all thoy oould to pr .. oto tho 
aale ot bonda, i n that whm p.oplt -.de iDq.airiea aa to a &ood 
tn·ustment , they otten. referred tMm to the Poet Ottiot &Dd 1.uatruot­
ed them to inYtlt in go•erummt bon.4a, The into!'!Mtion &1Ym m.e by 

Mr . Brawn and ee•tral other poatm&attra with reepeot to interest 
receiTed f'ras dtpoaitora at the City Loan and S&Tirt&• Ataoo1at1on and 
t~o Woltaro FiD&DOo c .. (>&li.Y - • oor roboratod by tho h&ok ortioialo 
1otor"f'1..,od, They • .,..., addod tho Wo..-t1on t hat booa\lu ot tho 
hip rate or inttr·tlt pa14 bJ tht two a.tor-ct.lontd tiD&Doe &roup•. 
th&.t t hey in tuna 1\lftered aoawhat beoa:Jae the ,_t t ot iattrtrt th~ 
pay 11 tar bolGW that paid by tho tin&noo r;roupo. 

Genoral Inforllatioo ,, 
Tho 1nhab1tanto ot Auglai&o Oownty, which io a t hr i •iDE 

- &r l oultural diatri ot are ohietly ot Gtr.Dan dtaoent. RowtTt r, 
throu,th lntt" i "l had with t he n.riou.a of'tioiala, aa acttontd, 
&n.d &lao with ent.ral tarura, wbolt n&atl I did aot obtai n, it 11 
-.:t op1nioo that r taldenta ot thia ooaty oon.-tl tutt a &ood J.atrio.an 
OC>tllllll1ity. Undoubtedly, t horo are a r"" pooplo ll•iDE 1A that 
territory who, tbro\llh their dtaoct art aa.ewhf.t pro-Oer..a, bvt 
fro10 all tho intonoatioo obtaiood and my t;enoral laprou1ou, 1 teal 

that Augla.l&e County 11 & .1 tal rly American as any t..Ttr&&t oo.unity 

ono mi&ht 'Obit. 
1( 

Tho ollly towna 1A miob induotriol are looatod tha t benofit 
throll&h tbo c.ronoo Pror;raa are 111A•ter and st. llaryl, and tho 
beoettta ao dtr1•t4 by tbett two looalltlta art not au.t·tlolct to 

( 

ootlo• bl7 l.Dortaat wa&• l.D.ocae • t trl ally oTtr I.D •••r-ae• period 1D 
yooro Whoroi.Ja tho c.tonoo Pro,,... 11 oot I.A..,l'Ood. BoariDE that in 

llll.od, and tho r ao t that tho 001111ty 11 prilll&rlly agr ioulhral, ready 

- ' -
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aonO)' ,..,•r•ll:r lo 110t """Uable to • falser W• tiM of tM 

yeu. Senro.l ot tlllll ,.... .. atom- ot.W ttat thO)'.,.. 

ot the opW• that l•tw • durt.c tile ,_.., 'lib• tile tar..ro 

boCl.ll j;o re .. ln _.,. tor tlleir proclooee, !.a .tl pro'bablllt:r 

the IATee-te 1JI 11Dlt.4 •-• I&YJ..aao 8GD4a - Stoope 1JI 

A~sl•h• Co1111t7 will • ......,., tno,.bl:r Wlth U... fl &IIJ other 

olal.lor oo.....,lt:r. Whlle oallin£ on tho hanl<o, ri0or4o ,..,. 

prod~ed t or Jq ol<&JI1Datl011 wbloh ob- that tbe l..a•••t.•to 

.., UD.lted Stoteo SaYJ..aat 8olldl ware 1JI oredltoble UO\IIlto, 

" 
·s~ 

Tbio 1Jinat1sa t1on bao lb.., t hat the all ot UD.lted 

Statu Det•11 8olldl an4 St..pe baa not - ao lor&• ao !.a 
aaa. other oa.aualtl••• R~•r, I belieTe that o~ltloea 

a~b aa the bip rate ot l..atoreot reoobed b7 4opoo1tora 1JI 

two ot tho loo&l l ..n auoo1at1ono baa 11&4 oono14arabl:r to 4o 

ill sonrD.iJI& bOif the people 1Jinoh4 their aon•:r· The laolc ot 

illoroaoed 'I'IS" ooain& 1Jito tile o-..lt:r throllsb 4otcll 
..,lllaoturo bat rooulto4 1JI no notloMble ed41tloa to tho 

"'"lor 1Jiooae r oo•l•ed tree tho orciJ.aar:r &~r1oult~ 41 atr1oto 
SubYerai~ or un-Aaeri o&D &ot1• 1t1ea were not tDOountered durlDc 

~ ln9oot1aat1on, and 1 4o not boll••• that tho taot tho .. jor1t:r 

ot tho people are of Oo..an 4ooo•t .atori.t l:r atteoto tboir 

attltdo toward t111o , • ._,.,..,,, It 18 Jq opWo'\1tbat .t."'lailo 

Comt:r 11 a thr iYJ..aa , aura&• .t.aor1..n o-..lt:r• 

11, R. 111111>ell , 
Speoi.t A&•t 

- 6-
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AP!AICIIOUIZ NDIO ..,.. •• 

!UISJII.l' - JUD 34, lMl 

'ti.Jio: 1 :00- 1:15 P.M. 

Proc~ .. : Li&bt of t.ho Vo~ld 

Station: VRC 

lft..e: 8:30- 9:00 P,h, 

Prov .. : J'ibbo~ l.eOee &D4 Moll¥ 

St ation: VRC 

147 

loto: In a4d1 tion to t.ho abo••, oach ot the 868 reo\1o 
atation• 1D the Untt.cl Stat••• ttri'itorle•. &Dd 
poa .. aalon.a are broe4cattin&: fl"ft DefenM Bo.D4a 
~m4 St.-pa announce.MDtt eacb cla1• 
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•• TMASURY DEPAinMDn' 

llftD U f .. I RT.IIICATICIII 

148 

- ,.. •• ltlll 
,. ...... ...., 
Jll' , 11 ..... 

.t.nou., lo aa oarl.J Nl!P &rat' or •u ••U1M 

t ol' Ule pnpo ... opeoell •• ~1DUoa, trll1eh , .. 

1'1Cl .. ,,e4, I llan Ulke4 U - Wl~ .... hila, 

/ 
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lo 

/ 

llo 

Ia ....... U-. 

•• IatlaU.• lo lwnJ .., ..... _ ...... 
•••• 'ltl 

•• IatlaU .. h W:t'J ~ • 

c. IatlaUoa 11 a ~ 8J11Nl w ...,., u-

'be aw,pM U~n~ap uu• •• an rroa••· 
1. r..tUI 

e • ..... ,. h'io .. 

fbi tkroa' If 1'101q pl'lOIIo 

•• fbi 1 ........ 1a pr1MI av1a1 ... anar tbl 

Warlf. 1lal' u4 ~11' .... a1ra)le ott••••· 
lo 1M 1a ...... , 1a pi'1MI .... oHt ot U't'l .. 

11a10 tbl N,SM'•I of t1111 -· • ''' e& 

WiCk laei'IIIOI 1a pl'lMI .... "'' of U•181 

'befora tbl nnt .. ru ... . 

Co biOI 11.411101 -.:1 '*-till ton ot .......... 

1a nl_. v ...U'J •• a. •- aau pi'1MI 

laU 1aoNIIII 1a pl'lOI an 1UWOU .... 

lllo111f. aot M wloraw. 

/ 
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··-
III• 1M l.lltel'ftlatia et JII'1MI, .... u1 fNfUie 

•· u •n•• ... ••.-& -. s.aen••· e9nf-

tl'l .... •' 1111 I.IIN• ....... . 

lo lorur• ••n• fer ld.I'N .... , la 

uUolpaUea If hlillll' U'l'lq "'"• 

2. h.ftll'l lllll .......... w .. u .. " 
lall'l ... pl'lMI ul al'l a•u.la•e& W 

thll 1114 b:r l ......... 1• ...... 

lo ftll wap 1DII'I ... I ul taft pl'lll 1MI'I ... I 

al'l .bl ... lYII U Uipon&a' -~~ If 1atl.a­

'10ial'f pl'lll l'llllo 

1. t'bl:r al4 h "''' at pro4111Uea. 1bl11e 

Uwl'l al'l onea pl'ofUI 011' of WhiP 

laii'IUII 11 IIIU aaJ N abiii'N4t ~~ 

11 tnct•••Js •• •• ..... rva•~"• 
.. ..,.u .. ~ - 'be 1111'1 ......... .. 

U 1--' .. laii'IUI \bell' prllllo 

2. 1M 1111'1 ... 1a taerar nnl•r la INA"~" 

...... 0 D.lU lte&r • • hlpel' pl'llllo 

th11 ,.....a .. , _,.. 1a lal'p ._.pee 1f 

\bll'l Wll'l fl'll IQU111b11U:r If foeU 
wblU 'be WI'UI'I allll faftll'l _.,, "' 

\btl eQU~l-111•:r «••• •• ezl•' 1a 

_ ..... u ....... tolblnapl ., .... 

--J'lal•· ~·· .... ~ ... 

• 
• 

• 
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Oo h'efUII la -· la&utnee, ..... l.allJ UleM 

att••M& '117 ... , .... , .... ~ ..... 

1up1' Yt11- t IIYQ 1Gea pl'lMII &. .. , ,...,.. .... 

ner p • ena •" liMa " .. " aN tl'lM u­
OI'tla••• la •xoe•• ot 001' 1aoNaeee. la et;llal' 

1a4 .. tl'i .. protU• _, a.euu u u..,.ar ... 

t;e ebo~• et -tel'lale or er •=·"'· 
1. t'lae UoNaeee 1a protUe eU..X.te wran 

to 4 ..... laona••• 1a wape ell& t .... r• 

W 4-- 1IISI'IIU .. 1D pi'1Mio 

D. PretUe, •ace• aD4 pru ..... , uoeMiacll lie 

eoal14ne4 hp~r 1t 1atlaUoa U h lie 

a't'ola.&o 

IY • Vbat; oa11 M 4oae t;o pNnat 1'111SC pl'lM11 

Ao .. a-flloal •••P• ~t; oaa lie .Uea, 

1. Pl'lM eoat;rele, eaoh u 011 tNe&lAC of 

pl'lM• liJ pn:raMII' ol'4el'o Op1a1ea 41fter• 

u •• •fteoUnaeu et ,._ M&tiN11 1lbea 

app11 .. W -l'OU e JI1U .. aa4 at; 'be 

Ntia11 le't'el• al.dSC eoeU aab pl'lee 

ooat;ro1• 't'tl'J 41tt1oaUo 

2. 01'1141' ooatrole, eaob •• tlll'b• oa 

1a•ta1X..Dt -.rla&o 
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1. neNl ,.UIJ• 

1. !Ill la'liaCI ..... PI'ICN8 ••-... ~ 1an .. 

u4 Uw W1 \!14Joanl 1t pveiluSAI PGftl' 
• 

tli'Oa ~ ~~~ It po&lo 

2. ...'fill' qzllo !'Ill 1}.5 'b1ll1oa \u: propu 

nll take a larp nl- et pve!lae1•1 

power ou\ or oil'nl&Uoa &114 thu 1'14ue 

\hi 4aapr or 1Atlat1oa. 

Jo boll I prot1 \1 \U:IIo filii 11 ODe 11-D\ 

1a \be \u: JII'III'U• U 11 parUo~lJ 

iaportaat 'both •• a aa\ler er equ1lf aD4 

tor 1h p1Jollolol1oal etteoh. 

a. U 11 1qu1 \a'ble tal ~·• who aakl 

prot1 h out or \!» urea.. PI'OP'U 

lhoul4 re\VJI \o \I» '"&I'U'J u auoh 

or nob pl'ltUe •• ... 'be \atn n~ 

out paralJal .. \I» lMnU .. to 'be 

ett1oleat &114 pre4uot1Yio 

'b
0 

CollOIJ'DI MkliiC l&rpl' \hall ... rap 

retDl'lll oa tu1r a••~•••' u••• 'br 

aD4 larp. IJ'e&UI' a'bllUJ w paJ 

\&DI Qlaa o\UI' OOI'pOI'&\10111 aD4 O&a 

equita'blf 'be N1114 upoa to paJ d41-

Uollal \&Dio Wbla luah U&YJtiaaD01al 
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-I-...... -' ........... , ... ....,. 
n la..ta11' IIIII anaM'..U, .u& te 

11Ut,ea * ,...,. ..... Mafta Nboo 

UnlJ' .... M&nlJ' nu tM 1a .. • ..,..,. __ 
a. ftle ~1li&Uaa at pNIU• \IINqk 

uw •uauoa ot utnN pratt'' ..a 
aSMII pNtUa 11 MMM&I'7 1t we aft 

k a.a, WrUI'I W aftl& U sad1 .. 

ll1cMI' ........ t ... ar• •a ... ,. 

UM.,'•C blper pftMio 

'. n. sa .. • PNtUa taa ..,., at 1,-o • 

•• AlUieaP ,,. !l'eUVf lu' ._ ........ .. , ... 

U.' WR1& ben reube& 'lle'la &etean patU• 

IIIII a-aa pNtU•• tile &De•• PretUa fait .. , 

at 1,... u paaee& ta11e& w u ... n 111 ue& 

taD• •• part et till uta ... ,...n•• •• lett a 

l&l'p part ot lata ... potU• tftl ti'N UK ul 

lsppeee& M tu •• atMI' aSMaa parlte. 

1. !lala ~pUc tlllll !J'eUU7 acat•111P' Uae punp 

ot a UK tba' -u NUll kn &at• ... patUa 

..a etlaer azeea• pat1'•• "- o..at•••a •• War• 
IIIII ..... 1a ,,_ ..... Up,oae& tlllll 'u •• 
Ut- pNtUa 'llet .... ut W RliJaa' a'lael' 

a-•• ,..tu• ,, .... u-. 
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_,_ 
o, !l_.,.al .. till tu • .. , .... pn1'Uo, 'Gllo 1a 

UMlt a peA ••s. twt~Mr -.._, •• e» 

tioel'1a1a&UM -c -.u.oo -.eu wn 'Glo 

nnlt;o Wbea wu-.. tui.1 ... , lllP..pNfU 

oorpent;loao are tno froa t;ax oe aao .. ,. of 

profUo Wh10h UW7 O&l"'IM 1D 7UJ"O prier 'o 

~ .. fouo pnift8 11114 are 'ue4 01117 n 

aaouco 1a ouo .. or ••• oan1qa, 

fl. Cloao1 .. 10DI tho -t;rol of 1aflaUoa aa4 t;ho pro­

naUn of pod noal.UDC llal'll oaa bo aoh1ne4 oal.7 

t;hroqtl a ooab1M4 ofton &lo .. 8U7 troah. 

Ao tho taaUOD froDC 10 &a 18J)OI'tUC oao, u4 a 

10.-i OXOOII profltil tax 11 080 of \be ka7 

oloMah 1D Ulll ooaa tax&Uoa polleJ t;o pronat; 

llltlaUoa. 

B, tho pn~•• olloal4 taka a t1rs lwl4 w pro­

't'ODt larp prlM 1Donaooo, allll Uo oUlsODI 

llloal.4 •' oaronto tho .,.~loa tllreap «no .. • 

will all ... , 1DOY1 \abl7 10&11 w tv1:110r 1aoroaoo•, 

lNt llloal.4 pt; t;llo uUoa&l latonot allo&ll or 

\boll' apparoat; 1..-«1ato oolt-1atonot. 
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..., ..... b. 

I w ••'•''II ' wUk a 

.., "' • utter ••• 1 .. , te 
u.. Preei.Uet lut ..-. 

(811'*1) a .. ,. t 

Paaarub rru.t. IJ.Mle, 
• lellllw G•••Nl, 
~tethltS.., 
~ ••• c. 
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...... .... 

' 
J - Ill'-'• b 5 ••• 

..., fll • lett. .... J ..... 

tile ,.. .... , 1Mt .... . 

, t ... at I ~. 

(8111*) Henry 

• 

'nlraJ. ....... 'tMJ.• 
• 1e11a1w t 1 111 • 
• ,., t ., -·-· ... Mslll'll' 11''-. I C r • • • 

• 

I 

•• I 

• 
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nte-0010111. 
........ "* 

I o.ppreoate """ tball I ou 

tell 10'lo 1tNr letter to tile Prnicl&t, whioll 

n a U rl&<>I"'U U it ooW.4 llaft ~. 

'fila S.oretarT o! tile 'fr0UIIl7 

1aal11.11Ct<m1 D. c. 
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freaeury Dopar~nt 
Olvlelon ot Monetary Research . . 15 9 

Date ...... ~~•-····-················19 4l 

ExpOrt Control - SbipMnts to Japan 
•,;eek end11l8 June 2l 

Cioo411J>o• m ,ooo b&rrelt - - all bi#l octane. 

Ctl>io oil• '10,000 b&rrele - - all b1#1 octane. 

J.olrlcat.L•& oU• 2,000 b&rrelt. 

Fuel and gu oil• ncne. 

' 

VB . COB 
Branch 2061 - 210 
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OUo:U... 

~or~~ to J..,.. 1a t.M 
t1nt ten- tlaq- 1IIIISer ~ O<llltro1 
(JIIJT 26, 1940 - llq 31, 1941)1 OCIIrpand to tM 

'ldlol.e ,.... 1939 

~ 

Ji1&h ootaz>e (lic.......t) 

Olll.1cenMd 

3, m ,ooo bble 

681,000 

4.459,000 bbl.e 

!I 
l/ 

1Abr1c&ti!!t! Oil - total 1,437,000 bble 1,8:),000 bbl& 

Crude Oil 

lligb Ootaz>e (llc..,..ecl) s, 51.6,000 bbla 

lD,0?6,000 bbla 16,000,000 bbla 

Soolro•a Jllopon b7 tba OUic• of llercliiDt. Sb1p ecat.rol, o. s. Tre&ArT 
Departuat. 
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JUne 24, liH.l. 

ro : vr . Schwarll 

FROLI: VI' . Shaettar J. 

Copies ot the secretary's talk before the 

4-H Clubs yesterday wer e sent to our regular ltst, 

I arranged tor 1 ts distribution to the lts t or 

the Department or Agriculture, and delivered 1t 

personally to the foll owi ng papers tn agricultural 

areas: 

St . Paul Pioneer Press 

St. Paul Dispatch 

Duluth Herald 

Duluth News-Tribune 

Des ~otnes Register 

Ytnneapolis Star-Journal 

161 

• 
• 
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¢5--r &a....._. M ..... a_.._._ Jell U. .. lrlti* 

... - aa,.. • u.a tu I'M& 'Ha•s--• &&A &a._ lalt -· 

..... ,.... ._y ... -'s-Ao ................... J'1a 

•&a-. -· lr J& li"'illl ._ JW 5 I ot- ,_...wit~ 

..... Mil .. UJd'illl ....U,. 9

- ....... W .._, lfM& 

11 ••*'• s' a • &a,. ... , 'Mf _.._ .,..a,- ....a 

'hftr·f• ef ll-- &'I I I ...... -a ..... I t''mtt ....... 

U IUa ,.-_ M1 \M _. lll M f/6 I i r1.. £""• ._ 

_, fit- ~'\Ua .... ..U ..U ... tn I rf W ...ur 
;u , "' ,. lrl.._ ...a..,. _.. .. - s...uii!F fit twa 

1M Ud ot tM6I ~~ida U __, ..,. .... .,,, , _. " 

-u ....... ,.. .............. U.\ ., .,,. ,.... 

1a- ... , ... ..... 0 .......... ..u ... .._, fP'a 

.,.._, ..... M"'• ,._ w fP'a ,.n oltlsM W- fP'a 

'""" ....... 
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DEPAR'l'K&N'f OP .t.GIUCUL'I'URE 

Vaeh1ngton 
28835 

June lS, 1941. 

Honorable Henry Morgenthau, Jr . , 

Secretary or the treasury. 

Denr Renry: 

Somet1mes ideas develop that ms:r be or 
considerable utility la t er ob, Just with the 
thought or letting you have this one in the 
baok of your mind tor ~oeeible later use , I 
run sending a copy of a suggestion from !!1lo 
PerkinA thB t has to do w1 th the handling of 
ooarce foods by throwing t he St amp Plan 
"into r.everse • • 

I shell be glad to have your comments. 

81noerely, 

fa/ Cll\ude R. Wickard 

Seoretpry 
Enclosure 

1.64 
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DID'lnl ai"'b aDd April 1941 a 1er1e1 ot Met1n,1 

were hale! 117 the oooopet .. t DepartMfttl 1n Loncl011 . to cooalcler 

tho creation ot .. oh1net7 tor brlnclnc uncler leau-lencl u.Jt. 
1eporto (val ued at a ppJ'GXiaatel7 $140 a1111ono a year) ot 

cer tain odaeellalleowo cooda. 'lhere were two aoin probleall-

(a) 'I'll• ra.,e aDd nrhtr or cood• ... •o creat 

that 1t wou1d be esomtlal to retain the opec1al-

1&ecl aenleea or exbtln, iaportera in order to 

obtain the products rap1cll7, to correct tpecit1-

eat1on (often a vital aotter), and at the richt 

price. It must be borne in mind thAt as a r esult 

ot war clemandl there 11 now in the United !1nsdom 

a mos t acute ohortace or personnel ouitecl to ad­

m1n1otrat1ve work and thnt i t would thoretore be 

very d1ft1cult to asteblioh or extend the appropriate 

covem~~~nt cleportaents to take over from exlttinc 

trede channels tbe detaUecl work and opectallzecl 

knowleclce ln"Yolvecl. 

(b) Aaeualn&, however, that the apociall&ecl 

knowleclce ot the trade could be retained but the 

aoocla th-eln• were 1aported under aovel"NIInt 

auaplceo, there would re .. ln the problem or handlln& 

ancl cl1otr1butin, tba aoocl• • arrival, and 1n 

part1ou1ar or clea11"« wltb t he docuaantl an4 

1nvo1c1nc work. Uthouch tbe value or the 

allcellalleou• IIIDllfactur., cluJ 11 relotively oaoll, 

tbe au.ber ot tranoactiool covered 11 a ltoaether 

out or pr~loo to the value. A very lar&• otatr 

-u beve to be aotablllbed an4 tralnecl befor e the 

wortr ooul4 be bu>cllecl .-otb17· It 11 -t 
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iaportaDt that 4alqa 8boa14 lla an14e4 1.D ~ 

CUJ'1DC coo4• 1D thJ.a ola .. Wbiob 1Dol'G4a aliT 

.. u o.,.paa.,ta raqlllred t o ••• bottl.,aob 

and ulntal.D U. l . pro4uct1.., 1D balaDoa, or to 

replace output interrupted bJ ., • ., aot1.... Bora 

acatn the ahortace or acla1niatrat1Ye peraOBDel 

wu a oerioua 41tt1cult7, 

D1tt1cult7 would alao arioe 1n planninc the 

organioa tion which would ha•o to be oatabliahed 

·. 

in .,.,.,.lea to handle tho docuaonta 1nYoln4, to­

aether with the general acenc7 an4 t orwardinc bua1n••• 

Which would arise. At present tho docuaODta are 

luuldled and the torwar41n& businou doapatcbed 

omoothl:r an<! ett1c1entl:r by exiatins co=erclal 

oraan.1aat1ons. It was clear tb.Gt a vory l a.rc:e s~i!' .... 

110 oJ!I l~<w• t o be assembled and trained in the U. $. 

t¢ denl with the grea t nwobors or transactions -

a purchase costing ~10.00 may involve Just as 

»D)' docu.tlents as a larse eoni10\DIIf'nt under 

laue-lend. 

· rt r cons1dtrlnc a number ot proJ~ets , t~• Oo201ttees ex~ 

~nlne t~s proble~ were unable to devise any entirelY sat1s-

The accoa)a071ng AppendiX outline• a 

l'roeedu_re Ylh.i ch had been tentativelY s:ut rorward, but which 

.~ .... r1r tro't meott.,g nll the problems. It would have OYercozae 

ro r t or tho dtrricttltieo in tho U.K. by rot&1n1ns t he specl.al­

l ,qrl skill ond connections or co~arcial 1•portera and by 

cuttln& down the need tor organisation 1n oreu.t 8rlta1,n to 

handle docu.onta . But lt would still have required a •er:r 

l•~&• addition to t!\8 B.?.C. starr in Aaoric• and the 

cst..bllshloMt or an orcantsatioo 1n t 10 U.K. t o recel vo 

P•Y~nt !1'001 i apor t .. rs I oa.nAs acainat tho &oodl obtained 

lll!dor loue-lon4. 
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Jlr', ~ ...... -.!Wi,..~ -.l.Wo. 

tha t be p ... •lT 4oldlte4 -.u..r ~ -u -
a proctclve WII!Cib len tile . .,..oUatlOD w Jl'i'NW ...... 

the 0114 ot 1pr11U •• 4ec:14e4 that DO tv.._ .... 
dono CD t:htll proJMte1 till !lope 1111111 • ......_.. •"'=• 
result or an aten.1011 of l•e.-111\4 1D oa.. Urettu.lllii 

• sutt1c1nt cW'J'ent nrp1u ld.Cht ace.,.. 1D clollaft tft~i 

chance• betwe., t:he aterlllll ar. &Del tbe dollar -

,...,. or pa~t tor th1a •aclld.a1atnt1••1T wm . ..:I.P•·.:IM• 
It, -.... .. , tbe u.s. aclld.a1atrat1011"" .,_..,..,.., 

conalclor a proctcl=• "Obich lett tbe 4tta1.1e4 110ft ot M!llftlldl 

and spoo1t1cat1an t o prtY&te traclora &114 GDl7 broucbt 1a tile 

lease-lend proctcl=• whoD tbe ota1• • • reocbtcl where U.e .._ , 
Hsalr could be cant 11'11td, lt 1a po .. lble that a oCDOlderallll 

port (by value) or the eJ.acellaneou cla .. o01114 be l>roucbt 

w1th1n lt&et- ltnd without lapoallll too peat a bl&l'c!OII ca .. 

adminlatratl•• or,anlaa t1on at olt:her tnd. 

anaoua ~~&~~utacturea baYe nner ben baDdltclby 001'o....-t 

purcbuo, Uttle 1ntor.at1an an cletalltcl achtclult1 11 aY&U,.. 

able 1D 'llaablAitoD. JlQt 1 t 1s la>OWD Uta t .._, 

a~~utacturea t:hero are claasu, "Obic:b both 1D polDt ot ..,._ 

essent i al to the war ettort &114 1D reproaentlna aUbataDtial 

sums , appea r IU1table tor requtaltian UDder leaa.-lODd. 

Waah1DitCD4 D, C:l 
lime 2o, 19~· 
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' APPD'PIJ: 

SUGGf.STI"Jl PROC!DURB JIOR 8RI11GI11G 111SC!LLAN!';OU8 
IWIUf'ACTI/RP,D GOODS llWDZR L!ASE-LJI:IIll PROCI"Jlllll • • 

1. The B.P. C. puta 1n a blanket r equiait ion ror, oar , 

olll101'11 worth or • 1 acell.>neoua unutnct ·•r ed soocl• ror 

c!e l' \•Orl br R. !J. OovtJm ocnt to persona o t l•• r - t han its agents . 

~ . Th& O.K. 1ntporttr (who l s ~r~sucoc'\ t n hl'VA be,.n tn 

t('l • tC~l '-it, , hll potentia.\ Ameri c an auppllor nm1 t o t:norr p1·1c:eG 

oo~ dcUv•rt poa s1b1l1t1es) appr oaches t '>e U.K. I 111port L icrncln~ 

""ep' . .rt·'lertt ror peri:Dlsston t o l oport the col)('ts . T'hlt~ t !" nor ~al 

pro<'e•lure W\der pr esent arr~nge:lcn~s . The t~port L1e&ncln~ 

:'t£1T.rt:len t a ot i artes i t sel f th.i.t tht" aooc!e ar4!! ~~s ~nt!al** a.nd 

f>ll - ithl'\ t 1>' to~l ~ount (and vdue) ror oach clo<• or co<><'• 

3~ ~t3•d by t he tnt cr-c!e .. ,~rt::..eont:..t Icport Llee·leln: Co:nltte~ .. 

(ttl") e•Jr•en t proced \!'e) , :tnd is•mes a ll c:encfl! aubJttct to : -

(4) The import botn;; SUbMitted by the a. ~. c . to t:.e 

op~roprlote u.s. ~uthor ity ror decision on Its el1;1-

bll1ty for lenoo- l end procedure . Ir tt l o po••"~ ol iCiblo 

it mus t be hand l ed undar l eosc- lend . 

(b) Open ing n t hls ban;, an 1rre•:ocnlllo credit ror tlle 

appropriate st~rllne c . t .r. vol ue ,r th~ ao~t• in ravour 

ot t he a.ppr o,rtate dep::rt:r;en t or n. ·.:. ~ovtrn~~nt. I t oeo;ld 

ba ,_,reed tl.at in t ·-:e event or t '•t> ~~G not betnl passed 

ollslble ror le>se-le~d t~e credit woul~ bt c~ncelled . 

). On 1esu1na t h e i:Jport 11cenc~ t'h~> t . t. r • .:.oult' n llot 

le:'\ae-l end aortal number to the tr.,ns \e tton :mtl Cl\ble t \l llte 

•.•.c. Stores Clea r ance Dep.~rt;oent (in •t· ·•~• r•li'-<1 f >rc) &1v lng 

~he ser1t'l number and brief pc.r ticlllars or t :·u" aoods , prtt"e , 

supt,ller, 1rapor t er and 111\por t er ' t b...tnk ( t or s ubsec1uent fo rwa rd­

ingot ~ocnmenta). The B. P . C. Stor es Clonr:tnce tt111. trans fer 

the part icular s to a s t t\ndord l s ed card and t tl• under aer ial 

number, with A c ross-index to ~porters ' nAae t or a3 t e ty. 

• lte abOYe 1a not an ac tu..l dra f t but baa been , ut t<>,ot'>er 
by A Maber or the Co=ts s i on f r O:.> hll .e.ory Of wN.t U S 
unde r 4iacuaaion. 

" lbe Ia;>ort Ltcencln& n.pu t :>ent and '!he laport Licenclnc 
C:O..itt .. ba ... eatablished a aenrchine atan4ard 1n ass a ssin& 
the eaaentiality or iaports 1n t he 0Uiacel laneoua• Cl3 S S, 
and ban ... orrtcient uch!nery ror 1nnadcatton. Regraded Uclassified
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4· ti.I. l8porter Woru uerlean •JlPPller ot aerlal 

nwsber and 1nati'Wita h1a to cODtlr. partlcul.ara ot apecltl­

cht i on, pri ce, dell•ery, t e r .. , etc. , to B.P. C. St ore& 

ClearMlCe t>epart~nt . 

5, B.P.C. S.C. Depart ment check aupplier• s particular• 

n~ains t the card 1n their tile and submi t a requisition t o 

t··· •J , <; , 'lOvt>rll!llent representatives (who, it 1S auccested, 

mleht si t in "1t!l the St ores Clearance Depart::ent 1n !lew 

'{>r;. r or t hiS puri'ose). lf the u.s. Qonrnaent approves 

t .. · .>;>pUc~ t~on, they eonrirm t he order t o t he supplier and 

lol~ truct t•i 111 t o :!lake delivery t o the B.P. C. St ores Clearance 

:cport t~nt ~3 n&ents f or t ne U.K. i mporter . The cost of 

t ioe good e U chnrged ot t a gainst t he marl<et requisitton 

r· r~r·ea t o in (a ) above . 
6 . On t nkint: delivery, the B,P,C, St ores Clearance 

• t>a r t:1cn t stcn t he rece i pt in the usual way, and forward 

t .~ doc..ueuts t o t he U .!C. bank naoed in the ori&inal cable 

r• ·' t'tc I ol•ort Li cencing llep'<rt.!lent. On r ecetpt of the 

,,_ uonts th,. bank pB;!S I! . \I . G. und•> r t!l.e irrevocable credit 

-~r~rred to In 2 (b) above, and releases t :.e doc\ll:lents to 

· s" i"lt:>n, o.c.1 .Tune ~4. 194 • 

• 
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Deer wr. Searet&ryl 

TH £ W HIT£ HOUSE 

WASHINGTON 

J\1110 20, 1941. 

I woe in Ottawa on Tueodar and whlle thoro Governor 
Towers of the Bank o! Canada raised • matter with me 
which I undertook to pass on to the Treaaurr. Canada 
1s now sending some $6 million a year to China on account 
ot eadj;rMto 1 and charitable rmt t nneas. Tho Canadian 
position, ns I understnnd it, i o t hat they would perodt 
t hese remittances to continue it they were convinced ttv.t 
they were serving a real.l;r useful purpose. They were, 
'-ev r, uncertain on this latter point. I ouggested that 
our Treuury, through llr. Fox, would doubtlou be in a 
poaition to ascertain whether emigrant. 1 reall.ttaneeo t or 
Cantonue , rem1tted Yia l!ongkon~, result in pa;raents to 
the dosi:n3ted recipients AAd exchan"o available tor Free 
China; whether the • ..., io true for rem1ttancea tor 
charitable purposes; and the probable use of funds remitted 
via Sh&nJthai . 

Thoro wno another matter which I think will intereot 
rou . I took up with Ur. Howe, the Winiator of Munit ions 
ond Supply, the possibility of securing cort•in items for 
China in Canada with lease-l end funds. I rnceivod so 
111\lch encourag•ent that I have arranged for a joint Ar'l'q -
China Defense SUpplies mission to go to Canada on Monday 
to explore the poseibilities. Anything wo can work out 
t long theae linea will, of course, eaae t he Canadian dollar 
eachazuce problaa, and I will keep you intonoecl •• to the 
prollresa or our negotiations . 

Yours sincerely, 

~~" ~hlin Currie 
Administrative Aaaiatant 

to the President. 

Honorable Kenrr Worgenthau, Jr., 
Secrotarr or the Treasury, 
Washington, o. c. 

1?2 
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--rn:HOUSI: 
__.INION 

1 •• 1D ot.t.a. CID 'f1lnda7 and while there Ocwemor 
towr• or tbe IIIII< or c.a..s. Niled a atter with ,.. 
wlllch 1 llllllertook to_.,.... ao to the Treuurr. Canada 
11 DOW -ci1Dc - 16 odlHon a 1•r to ChiDa on account 
at ..s,raat•' and charitable ..-ittanc:ee. The Canadian 
posltloa, u 1 "lllldentaad it, u that tllq would pendt 
thea• ..-ittanc:•• to coots.- it theT were con'rincod thot 
thq wre Hl"finc a reallT uetlll purpose. Thq were, 
JxM"cr, mecrt&iA oa thia latter point. I wuut ed thl!t 
our Treuul71 tbroqh llr. '""• would dcubtlau be in a 
podtioG to aocmw wt.ther llldgranta' ..-ittancu tor 
Cent.one,., ..-itted "ria llonl!kon,., result 1n paJMIU.o to 
the deeil!nated NCipiente l\lld exc~ n-ailable tor Free 
China) wt.ther tbe - 1a t"" tor ..-ittancea tor 
ct.aritable purpoaea) and the probable uae at tunde ...S.t t•.<l 
-ria SbN\orhai. 

There •• aoother •tter "hich I think will interest 
JCU· I toolc lip with llr. Howe, the 111n1ster or llullitlon• 
and ~. tha pou1bU1tT at securin!f certain it_. tor 
China 1n Canada with leu~lend tunds. I ,....dYed ac 
-h ene~ that I ban ~od tor • joint A,.., -
China Der .... Sllppll .. 111sa1on to co to Canada on lllond&T 
to aplore the poaa1b1llt1es. A~Vthing ,.. can worl< out 
el.on( tha•• linea will, or cow-n, .... t ha C&ne41&n dollsr 
exc~ probl-, and I will keep 1011 i.atorwd • • to the 
p~· or....,. JMCOliatione. 

toun aincerelT, 

llanoreble ......,. lloraa•t~, l r ., 
Secret.a!7 or tha ~, 
lubl.Jictcill, D. C. 

1.73 
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Photoetate to: 

Mr. Bell 

Dr. White 

6/2S/4l 175 

11r. J'oler f' • 

l&r. Coo llr an 
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TREASURY DEPARTMENT 

...... . 
!'ra>l spe.gent, l!ongkeng, O.lna. 
To o Secretary ot the Tl'e&aJ r:r, 

\Ye need eonN.den~iu cl~rie&l aeoia~""ce as ncne io avail­

able 1n Ollons:<ing tr<n the embassy, Hu e naan .. :od aomehOif on~ eontime 

t.o do so, but all or ua have been :l.evot.1:>& t ime which could haft bean 

core prof1 ta'oly oth~ae e:.ployed, 

l'le haw 'oeen working ten to twalTe hours a d.,y W1der nost 

41!f1rult eon41t1ona. It b quite necessary t.o haw adequate 11v1Ag 

quarters if we C'O to keep r easonably well am .1\lnction ef!'ic1Mtly • 

.Utholljlh Kilns h4a ordered t!>e 11Ulttcr to 'oo taken cnra o!, 1t hQo pro­

<oded slOI'Ily, wt trua~ t hat it can 'oe effect ed durinu our short ab-

Have aeon Kun:: a number of tl..llea in a sholte" durin;; air 

ra1J:s n:rl have d1sc:ussed an,v 2t.tor::s of nart.i.cular L"\l'l ~cn•ral interest 

cd ..... "lwa_rs restr~w his eca;)].et.e wp!)Ort. of our ortort.s. 

In .,.,.,..,rBAtlon with Vice-·'inlater o• "lnMee Y. <::. Xoo 

1n '"" oruence ct KUng 1n an eir-r&U :r.euor, Vox l~amP<! thA•. it 

ho! seriously 'oeon SIIGI:'I•ted t hat stai>Uizotion 1\Jn<la shoul -1 'oe u•ed 

I.e orinc gold to Olln' tro.., A.""'riea to be made Into rinA• an·i t.rint:eb 

A:ll thus abaor'o excess note issue. 1'\lrther 101 6:,ftatod that .1\lnds 3houl d 

be JSoJ t o allow Olineae to .-it abroad a~ain eb3orb1116 r apl . In con­

vorsaUon with the Oenerallssir.IO noted 'oolcor, Fox, without r cvoo.lin(: 

• 
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tile s<>~r.,., noted t.he .. lftd Gu-~- pcopcoelt4-. 

8otal Poi lftd Ha1 1n a rm8ber ot pr1 ft\e WiiWI'I&t1C1118 haw 

indicated the 11opart.Mice ot Shanghai t.o ateb1l1a&t1<111 operau-. 

!let with a.........,. or le~ gonrm.nt. aCOPOIIiat.a .., the 

Ust t o cet the1r 'rlwa and cooperation, n.rinc CIIIJ' abea>ce et.ataoent.a 

tr<n these one! others will be ~eel am alll8:l&riaecl. 

Poi intormecl. l'ax att.er retuminc &<c a -t.ins or joint 

board or ! our cov......._,t bmlao that queati<111 was raisecl about tinanc:inc 

or l!:'llll in&lstrioa in mining ...... where they are beclly needecl. Vice 

'-wcrnor remarked that financing or such undertald.nca by the io.uance 

or llll litlonel Mte a m1c;ht not be in accord w1 th the pol1ey or tile .u­

bi H MU on boiU"d. llo 113kod Poi IYhat the atabillzation bonr•l proposed 

lo ~o ""'"'t such matters an<\ would it be wlllin l to fin&:lcc thcae i>ar-­

t1 ~··u1 1U" 1n·Nstr1flt . Pel re;>lie-i t.~a!. of course he caul:! not. spo&k tor 

t'"~ l·~.~tr 1, hut. he <r:as sure t.hat i t wou l tt a p.,roft tho i s suance or more 

:'l""t "'D for ouch worthwhile un-iertal::ing:~. Pet is also a ~bcr of tund 

a.-: • r"'VIJAlO'd that on JUne l:"th t.here waa re:uJ.rUn;; 9GS, CXX> oou:nds. 

At tho ;eneralis s l.rlo's request, hat! a three-hour oon!erence 

hdul~n; l b u1nr . :.:at!...., O>ianc and ~ellington ,.ro pruent. '!be 

··~ oral13sino ... ., creatly interested in the diac:unlon or econa:dc 

:·•hlc·"ls Mel approved the procedure t!nla far of the board . lie is de-

:· :-o11s of' he~vin<; tho bonrd or t;oni:<ed formally at th" n!U'lieet oppor-

«·"' ty , 1'ox r ep 'lied th4t unlesD it did ao dthin a month ~o would be 
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.,., his w*'f haOle. The Generaliss imo said t hat woul d no t ho Mco"'ary 

ror if the Rritioh -tid not a!)!)oint their member t o the bol>rd, i t \70uld 

orga."i •e trllfW*'I• He i s not coi:lll t o all"" the 11r1t h h t o donlnate the 

situa tion. He a oked i f Fo:x the Rogers situation, for he WMted him t o 

!-<! 1\Jll;r acquaJ.nted with nll the f::1cts nnd otated that on the Britie.'l 

c~ssador • s r et.um to Onlnglc:in& an the 18 th a coapi'CIIll.ec !Tas :JTOposcd 

i dt '1e au.onaril,y r ejected . !!&dame Oliam; a&i<l th4t the .,.,er.Uissino 

hu de rinitel,y JIWie up his ::Und in this N t t'lT and will not ch:>n;;e hi s 

post t.l on . ~e also at &ted tha t t hq ·~neral1a!1\.ao ~'T'Irn all :~.bout tJtc 

,,...ro.t.ions o~ tho Anr.l o-::h1.nese boar"-i an:l -t.il1 not 1 H:,. th,.. c~!!t-u,p or 

its ooorations, A.nrt r ,l t thAt !lo•!'1rs wa:: eX'">Ct"i'!nc f)"fi only .o.lon~ narrcm 

In connecti on wlth t.hc ·11~C"''les1on on " ro-tu,.tion "ncttt t.iP. s , 

t>':,.. oT ~n o. t.t"A.Lr or wc .,.,nr:' -,tn..,.::-: in It! ~t.r1'\l. co,P...rn ":~'"' · £; .~ 
"""'" ' "-' •:. J~J"' .. y tr"Om ~~~~m-~:i:t._:. :~~renee ,..nt.1rcol.y ::a~l:!""lCt.or'J 

an1 cave det!.ni te evidence of i nterest in e ecnaoic probler.• "-"1 J\Jll 

su;>port in putt ing i n t o effect aUevi:ltion r.;ea.urcz. :1\e 'lcncr alis31= 

al~-:- =:t a.t.od thnt the Wa:J u e were coi n.; :lbout devel opin::; and shapinc n~ 

li• • ·ooO"ll! e orobl • m nn~ ooooibilt tio• of ~oin; In l."Tle •liotol y with 

_,, L ' 1at1on h•,nr:ln' oocr ntions made hi"n ·Joubt. t ho noc.t of' M eeonomie 

'- 1--tn 'lt. t.~lt· t. l·'l~• Thtt ~neraJ.ls ::i.no on 1 X.un1: n.r,. vlt • .,.:.l.v tnt ~"rc:;t~rl 
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!J\ ~he poald.bil1Uee ot c~eWlopin& ~ate and fill» ... apcrte r ... 

united sut .. !IArl<ot. 

l!lm! the Tarit! Coor.desiCI\ eend • w.di&tel¥ a t• copiee 

. r •'•"'"'oM r eport eontalning ena!Y•l.e of 271 1W.. and it ean-.l.ent 

r .. l :"" up \1\ th ~Abu lat l on of i1100rt iteu a !.nco ~blieation o! re~· 

PlNlSC tdl our trlveo wr air.....caU ltt t.crs t.o th@'r.l have 

l'e<lr. -i~lfty~, but • e are all well . 
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.............. \eUIM ... tile ~IIJUH h ..... 

of ooatlt•Ual llel'l-.1 aul••ns, It le • ..,.u .. • 
aMUleaal 1tatf '-' U Wllll pl'l~7 M -••lU ...... 

u - .. , u., n .., .-.. • ,..a1\le •• ...,.. •• r= 

wu 
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TREASURY DEPARTMENT 

INTEit.01'1'1CC COMNUNICATION 

...... hu all, 19111 

Socrotar,r Morcon\baa 

J!r, Coollru CONFIDENTIAL. 
lqiotere4 otor11llc tru...,Uou of tile reJQrtl.a& 'bMkl "" u toUonl 

So14 to ooaoroial oonurno lliii,OOO 
Purcbaoe4 t roa oo .. oroial oonoorno t 2,000 

Open urnt otor11Jic 110Ye4 troa ""' initial q110t&Uon of 4.0}-1/11 to 
~.0}-1/2 at tho coloN . !horo w r o 1110 roJOrW truoootioao. 

!ho C....Aiu dollar d.i-lmt w14oae4 to 11-3/4~ bT tllo olo11, a t _,.re4 

wl\h ll-1/~ rootordq. 

!ho u.._... froo poiG oponod. 1/21 hij~Ur at .ll4-3/S IA4 rtll&inod. otood.T 

! or \he rut of tho 4q. !ho r ho of Z-1/21 in tho trtt poiG qllOtAtioa oinot tho 
current ao....,.ont 'bopn e>n Jau 13 ae:r bo 4u ia port to oonoroiou of 4.ollar 

llol4U..• into poiGo br .laropouo lObo li&Yo tat.n rof'ace io lJrocu.T. A. Central 

JODI: o!!lcial ia Montl1'14oo oJ;prooood. tho bol1o! that lliCh t..tcran\1 baYo 'bro'OCbt 

olub1t -•h of 4ollaro 1Dto lUo COUil\rT· A.nothor tootor tllet aq - i.,.. 
!!"'"""' tho ratt it that u..,.,_ iaJOrhro of coo4o fro• tho 11niW ltAtto oro 
10 1oocor pol'1lit\o4 to toll poooo in tho troo muktt in or4or to obtAin dollar 

tJChucl. A tJ~ M&IU'e r eqU1r1Dc that wah 1apor tere OOTII' their •:ob"l'l 

•Alt at COiltrollod. u4 oo_..aaw o:o:c~>anC~ ratio bao boon io oftoot tinct tba 

!1rot wok of Jet. 

Ia Iov York, tho oloolnc qaotatloao for tilt t oroico carroAGioo 11oto4 

'btl~v were &I follow& 

A.rcontiu poiG ( f roa) .2380 
Jraoillu .Ureh ( troo) • 0~5 
ICozioaa poiG .30}0 
ov.,. p11o 1-1 16~ 41oooat 

, ln Sbo•&b• ', tho ,..... ... qaotod. at 5'13/331, ott 1/331• ltar11.a& wao 
l(21 1oWOI' at 3· 91-l/3 . 

Vo parcball4 $1gii,OOO io co14 troa tho -urkod. acoout of tho Oontral 

!ool: of Ob1lo. 

!1M ltato Dopar-ut torwllfte4 to .,.. a oa)lo roportloc U.o tollovioc 

&Olt 1111-h troa A.utralia, t or aalo to tile ... rr ..... i- 111atl 

$4,991,000 lhippoo\ br tile Ooaaoawalth Jank of .lllotralia, ¥l>AT• to tba lod.oral 

a. ....... Jaalt of San rr.....toco . 
117,000 lhippoo\ 'b7 tile Jaalt of I tv loath Valoo, I,UoJ, to tho A.aorioan !rut 

':':'~-- Co., lu Jraaoi- . 
•s.16s,ooo total 
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-.u.. ... -"- ,_ .......... p1t ~ ....... ---... ll 
.. ,.Uftla\ .. .,...10, ... ,_ *" tllllft ,.Stir ..... left .... ..... 
01, .. ...u. *' l\o .. , ..... tor ..,. bUa p1t ..,. ... Jeia\ .. .._. t)ll.~. 
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Personal and Secret 

• 
• 

.JUne 24th , 1941 

Dear Mr. Secretary, 

!he Honounble 

I enclose herein tor your 

porsonal and secret i nformation a 

copy <£ the latest report rece1 ved 

from London on the military situa tion . 

Believe .,., , 

Dear Mr . Secretary, 

Very sincerely .yours , 

Henry Wor3ent hau , Jr., 

United Statea 'freaeury, 

washington, D. C. 
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llo, 425 II.I .D. , W.D. 12a00 11., Jlllle 24, 1941, 

S1TUATION Rl!I'OII1' 

I. Eastern Theater . 

Oroun<l: Oel'll&ll pressure, so tar as it clll be identified, 
continues to be exerted 1n the llorth, Breat-Litovak haa been • 
captured. 

\ !!!;: Oood 1nd1eatie>n$ or Get'li&D air aupariority, 

II. l!estern Theater. 

A.ir: !l!!:!!l!l!· Extreoely lillited otrenaivo acthity . 

British . Strong d&ylitht """epa ovar Northem 
France yesterd~, Last nicht attaeke were renewed on Duaseldor1', 
Colosna and Kicl, tocether with several minor raids over Oennaey. 

III . t:iddle Eastern Theater . 

~~ North Africa. Ito ioportant davelOJllll"nt3 . 

Syria, The British col\l!lll invadinll Northern 
Syria has reaebed PalJIIyra (Tamnor) 

!!!:• lla.ids on Alexandri.a and lloirut. 
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TREASURY DEPARTIIEltT 

WASHINGTON 

FOR RELEASE , I&)RifiNG NEWSPAPERS, 
V/~dnesde.y, June 251 1941 
Ill"~ 

.. 

PRESS SERVICE 
NO. 26-8 

Secretary of the Treasury Morgenthau announced last night 

tbe l thf suuscr iption books for the curr~nt offering of 1 per­

cent notes of Series W of thr Reconstruction Finance Corporation 

closed at thr close of business Tuesday, June 24, exceot for tbe 

r.ctipl of subscriptions from holders of Series N notes of the 

Corporation who tender them for purchase by the Secretary in 

a par amount equal to tte par amount of notes of Series W sub­

scribed for . The subscription books will be closed for the 

receipt of subscriptions of the latter class at the close of 

business Wednesday, June 25, at which time the offer to purchase 

Ser ies N notes of th~ Corporation will terminate . 

Subscriptions of either class addressed to a Federal Reserve 

Benk or Branch, or to the Treasury Department, and placed in the 

~~il before 12 o'clock midnight of the respective closing days, 

wil l be considered as having been ent ered before the close of 

the subscription books . 

!.nnounoement of the 81!lount of subscriptions and the basis of 

allotment will probably be made the afternoon of Friday, June 27 . 

ooOoo 

v' 
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AP!MCI File •eo -·= 
...... Mr - _,_ ., 1Ml 

Tt.er 3•15 - 3130 P,M, 

Prosraa• Stella Dallaa 

Station• VliC 

Tt.e: 6:00 - 6:15 P.K, 

Prouoa: 1ta111 .&ceo 

Station: VIW. 

Tlme: ?:00 - ?:30 P.h. 

PrOCTUI llig Tow 

Station: IIJSV 

ftae: 8;00 - 9:00 P.k. 

Prouoa: !U.I.OO S'I'AR TH'"'I'BI 
hr. liar<>ld I. Gra<r01, ~olotOD~ ~· U.. Socrekf7 
ot \he TreUUJ7, rill ott1c1..U, ae>cep~ Uw Texaa 
~·· ti..De tor the-· IIODtho. !be qprorl­
.. t. tt.e a\ liiUch hr. a.. .... will broa4caat 11 
8130 P.M. 

hetion: VJSV 
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THC HCRCTARY 0,. COHIURCC 

WASHINGTON 

JUne 2S, 1941 

Dear .r. Secretary: 

I haft 1n1 t1ale4 and •• 

returnine berewi th the •aorandua ot our 

contereoce ot June 10, 1941. 

Honorable D. w. Bell 
Under Seoretlu'J ot tbe treasury 
Wathin&ton, D. C. 

.196 
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TREASURY DEPARTMENT 

INTD OI'JIIQ C C I•IUNICATION 

S.or etar;r Morgethau 

J. 1. 01CODnell, Jr. 

Fer 10111' info!'Mtion 

198 

DAft 

Jae 25, 1841. 

The regul.&r weelcl.y aee1i ng of the Prioe .ld•lniatr&tion 
Comm.i ttee ns held in 1lr. Henderaon' a oftioe thia aorning 
at 11 o ' oloclt. ill agencies which are aambera of the 
Com3ittee were repreeented. The !.portent mattera 
disouaaed follow: 

1 . iutoa ob11e prices. Kr. Henderson reported on 
the reaulta of coD!erenoea held with & number of the 
automobile Ulluf&otlll'era u & ruult of hia requeat 
for & reoiaion of the receut &dT&Doe .. de in the price 
of cara b;r aoat ccap&lli11. Kr. Henderson &dYlaed thet 
& nr;r un&&tiafactoey conhrnce na held with the 
Cheyeler people :reahrdq, the attitude of the OOIIIptll1 

being that the question of the price of autoaobilea waa 
one of buaineaa judgaent &Dd tb& t the OOIIlpaDI would not 
brook an;r Gonrn11ent internntion in thet field. The 
eoapen;r officials in effect &&id "lfle'll run the autcaobila 
buaineu and ;ron eeu run the Gonl'DIItnt . • 

The Comp1J11' a earning• are &t & nr:r high lenl 
(Cheya1er haa consiahntl.y earned higher profi ta tb&n 
8111 other c~IJ11 in the lnduatey for a IWIIIber of :rear•) 
&nd the aotion a~uted b;r Kr. Henderaon would hen 
resulted in a &&rt.ng to oonsuura on t hia ;r-ar ' a aodela 
of &bout *' aillion. 'lhia would hen reduced the 
euninga of the o011p&111 b;r leu then one dollar & ahare 
(their earning• for the firat ell: aonthe of thh :r-&r 
will exceed $5 & ahare) . The o~ offer the oomp&DT 
waa willl..ng to uka na thet aa t. guture• the:r would 
be willl..ng to reduce their pricea for thia-;reu' a aodela 
b:r an aaount which would equal about $250'000 if , in • 
retlll'll, the;r were ginn credit for their eoopert.tin 

attitude. 
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Jfr .......... pobtecl to tM eoatn.t 'betwea 1:hla 

type of l .. a .. lh!p la tla• la4v.11:rJ uu1 tlaat • .,. ... t.a 
by Geurll. llotor•,_whloh hu DOt adftllle4 ih prio11 
at ell, &114 witJa U&t If the Pullari C~ lbioh at 
Jir. Hendeuoa' a raqu11t, nfra1M4 hca p.attiD& int~ 
effeot a prioe lao••••• wh8a the other oo~ee did 
elthough to do ao would han .. ant an iaortall in u: 
inc0111e of about $9,000 per clq. Kr. Htnderaon alto 
reported that the lll&ller iDdtpiDAlmt l'aapn1 u nrt 
generll.)J wil.lillg to oooperate. Ht addatd tht C~ttet 
that the Stwlababr peo~t 1w1 1Dd1oated tlaat they were 
entirel.J' wil.lillg to do what the Gonraent told th• to, 
pro.ta.a on)J that all o~nlu ftrt treated the -
way. 

Kr. Henderaon alao adTiaea that in epite of a letter 
and three hlegp~a~ to the ford CCIIDp&DJ he ht,e not ret 
been in oonwltation with tha. 

Th• li tuation deaoribed repreaenta the tint out 
in whioh a aubatantial o011p111r baa abaolutelJ utuaed 
to cooperate with Htndereon'a offioe in ita attempt to 
control the triDAl ta.ard inflation. Htndtraon'• 
offioe propoata to ia1ue a atat .. nt either tod&T or 
tCIIlorraw outlinillg tha aituation f\lllr and, it ia 
under1tood, plaoillg reaponaibility for thl faot that 
there will 'be DO priot reduotiona for auto.obilu where 
it rightfullr bdonga. ObTioui)J, under the oirclaltancu, 
the -ner o~nl u will not be aaktd to reduce their 
priou nor will Pultard be aaktd not to inortaat ita 
prieta in line with the othera. What General Motora 
will do 1a not ~a~nn. Jo atteapt Yill be ud• to ti:J: 
a ceiling onn!{ioea for this rear' a IIOdell inaaanoh aa 
the aeaaon o haa tin fteka to run. llowenr, the 
reoaloitrant a tituda of Chry•l•r will doubtlesa giTe 
iMpetus to a aoTt to fix ceiling price• for next rear'• 
aoaels, aa ftll IS giTe iapetua to legislation to giTe 
Henderson' a offioe the powera it •adlr needa. 
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s. 

2. Wtat Coaat ateel faoilitiea. Henderaon elao 
referred to tlii requut •d• 6i He1117 Kaher for appronl 
of hia plan to build ateel pr oducing faoilitiea on the 
West Coast in an •ount of 1,500,000 tona oapaoit)', and 
hia request fol' ita financing, through RFC, in an aaount 
approximating $150,000{000. OPACS ht.a been aeked b;r the 
!'resident to give him ta views, aa hae OPY. Kl' . Henderson 
feels that the aituation is not autfioientl;r clear at this 
time to perait of a definite ;rea Ol' no answer on Kl'. Kaiser ' a 
proposal, and feels that he should auggeat to the President 
that some impartial gl'oup etudy the onr-all picture in the 
stee! induatl';r ao aa to deteralne more definitel;r than ia 
known now whne the additional facilities should be built, 
how much expansion ia needed and what kinde of stee! should 
be produced. Mr. Henderson is, of course, highlY 
srpathstic to the idea of expansion of capacity- ln eteel. 
A the present time, however, he apparently- inclines to the 
view that thie can be done mol'e cheaply-, more quickly-, and 
to better all- around advantage if the additional capacit;r 
Pesults from the expansion of existing faoilities rathel' 
than through the creation of new ones. For example, he 
Rointa out that it ia estimated that it will cost approximatel;r 
~lOO per ton of capacity- to build a new plant on the West 
Coast Whereas existing facilities can be expanded at a 
coat of about $35 pel' ton of capacity-. These figures do 
not give an;r weight to the coat of transportation, which might, 
if taken into account, l'educe if not remove the apparent 
disadvantage of the West Coast plan. Obvioual;r there are 
aaD1 other oonaiderations that should enter into a decision 
to build or not to build new facilities on the West Coast, 
and it is for this l'eaaon that Kl'. Henderaon intends 
adviai~~g the President that some atud¥ should be made of 
the onr-all pl'Oblem befol'e a definitive anawel' em be 
given to Kl' . lle.iael'. I gathered the ver;r definite illlpressi on 
that llr. Hendl!raon had in mind a s<newhat more objective 
approach in such a stud¥ to that of Kl'. Gano Dunn in hie 
recent studies of the capacity- of the steel industl'y to pro­
duoe. 
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lime 26, 19U 

A meetiog relatiTe to the edmlnletratlon of Exeout1Te Order 
8889, as amen!ea., wu held in 111'. Fole7•a office at 3•00 p~ 
June 25, 1941, attended f111a time to tiu b;r the foll~ing : • 

Uessra . Fole7, Bernstein, Pehle, Coa and Aikin for the 
Treasury, Keaara. Acheaon and Luthringer lor State, Kesara. Shea, 
llcllamara, Kraeger and Roaemrald for J\.latice, and Kr. Cohen. 

llr. Foley stated that he believed it would be a good idea 
to han repreaentathes of all the Federal Reserve benk.a coce to 
Washington for a conference rele.tin to t he •A•In!atration of the 
EXecutive Order. Following this conference, the Treasury could 
send two representatives on an educational tour to e&oh of the 
Federal Reserve banka. It was agreed th&t immedi&te oonsider&­
tion should be ginn to 111' . Fole7' • proposal. 

llr. Foley mentioned the.t since the laat meeting Ruasi& had 
been licensed aa a "generall7 licensed country• and th&t he under• 
st ood the Spaniah jabasaador had indic&ted his government would 
furnish assurances. In connection with Spanish trene&ctiona 
lir. Pehle explained an &pplice.tion rel&tive to the "Sante. Helena• , 
a vessel registered in Panama and owned b;r a Greek presentl;r in 
Barcelona. The Greek wished to aell the ship, which haa been 
l eaded with a cargo of oil and ia read;r to nil for Spain frca 
a Texas por t . According to 111' . Pehle, Admiral Land of the Kari­
tiEa Commiaaion i a opposed to the sale of the vessel to ~eniah 
interests . U the ahlp 1a permitted to depart t he sale, m one 
n,y or another, 11 likel;r to be conaUIIIII&ted. Hence, it waa decided 
that the application ahould not be approved. 

llr. Fola7 mentioned that Breckinridge Long had telephoned 
to sa,y that the State Department was negoti&ting with Admir&l 
Land for a Teasel to r epatri&te Italian and German officials. 
lir. Acheson aaid that the Ste.te Departlllent did not wish to search 
the Italian and German diplometa because of retali&toey &ction 
which the Germane and It&liana lligbt t&ke in respect to American 
citizens departing f r 011 bia-domin&ted Europa. Kr. Aoheeon a&id 
that a ..aor&Ddum had been prepared outlining a tentative proce­
dure to be followed in connection with departing officials. The 
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state Deparblat propo .. d to uk what tho ItalliD oftioial ao­
counh were ana where located, who hu lil!:lliDC ponr oa noh 
aooounta, what are the aooount• tor, ana i011 ••h ••t 11e witll­
dr&IIIl to wl.Dd t the attaira of the oftioiall. n. Itallau 
are al10 to be olcl that it will taoilitah utter. 1t we are 
advised of all oaah ana other uaet• held in the United Statea. 
If this information ia obtained, State will turn it OTer to tllt 
Treasury, Kr. Fole;y emphuised the naoee1it;y of the State De­
parmnt ' a indioatiDg exactl.Y what a tepa it wiahea the Tre&IU17 
to taka in connection with the departure of thaae officiab. 

llr. Fole;y atated that the International Telephone &lid Tele­
graph Campan;y had Jr~yosed a nap of their Gerun propert;y, worth 
appro:~tiutel;y 23 on dollars , tor stock pb,yaicall,y located 
in the UDi ted States of the General .lniline Pil:a Compan;y, which 
stock is owned b;y I . G. Chemie. llr. Acheson reiterated llr. Well••' 
position with respect to the aale by !aericiD concerns of foreign 
propert;y tor blocked funds . llr. Acheson mentioned other campaniea 
which had approached the State Department tor an expression of 
its views on the sale of foreign properties. After considerable 
diaouaaion, it was decided that thea& firma should submit their 
proposals 1n writi.IIg, setting forth full detaile. The c01:1panies 
should be informed thet each proposition will be aorutiDiEed ver;y 
carefully, and considered entirely on ita own meri ts. 

llr. Acheson atated usuranoea had been received from the 
Pinna , but that l(r. Atherton preferred t hat no action in respect 
to a General License for Pinl•nd should be taken at this time. 
!.!r. Pehle mentioned that Finnish diplomatic &lid consular expense a 
could be treated 1n the same manner u in the Rumanian &lid Hungar­
ian casu, 

J,lr. Luthrwer brousdlt up the Leonardo da Vinci elthibit, 
suggesting that the Italians be permitted to ship it to ~apiDo 
Since to ao thia would be inconsistent with previoua poll.c;y 1n 
respect to French paintings, and would have the effect of giTing 
the Italians free dollars, the Treasury questioned the polic;y ol 
allowing the export. It was decided to take no action until the 
State Department had had an opportunit;y to go into the matter 
further. 

llr. Fole;y atated he had told the Associated Preas permission 
would not be granted for the p81lUilt of $10,000 in free funds to 
the DNB for the repatriation of the AP'a European representatiTea. 
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It was explained that thia Gonl'IIMJlt oan not f't into a bvgain­
illg position for preferred oluau. Kr. Berna ein atat.a that 
when oondderiD.R the whole question ot free tuna. for Itab d 
GermAD1, it mat be r~r.a that, u a r11ult of Genval. 
Lioeneu 32 ana S8 ana the negotiation ot State Depvt.nt drafta, 
free dollars are aoou.ulating to these oountriea. Before re­
quests for additional free dollvs are granted, these oountriea 
should be told to use thole they alread7 han. 

lir. Pehle etated that frcm 60 to 70 applicati one had b .. n 
received for lioenees relatin to import and export tranaactiona 
wi tb South American fil'IIIB which were Gel'IWI or Italian. Same ot 
the latter are on the Briti sh Statutory and Rockefeller lists. 
It was agreed that these applicatione should not be approved and 
that the applicant be requested t o furnish complete information 
sicilar to that called for on TFBB-1 Reports, ln respect to the 
German or Italian concern. 
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TREASURY DEPARTMENT 

INTKit OP'PICK COMMUNICATION 

205 / 

7tnoW y4 Oopfl4M,tltl ...... .ru. •• lKl 

TO 

'""w 

soorotar.r NorCOD\hoR 

JobJl 0. Yllq 

I ha4 vord loot niaht ll'o• Ooloaol noco•u'o ooorotar,r 

thot tho Oolonel 'lr.lntod to got 1n to11ch vHh no but thot hi t 

pluo tor thio v eolt voro TOf7 1a4ot1alto; t hot tovordo tho 

ond of tho voolt ho vould c_,lcato Yi th :oo 'b7 lo~ dlotlll\CO 

tolophcco. I told tho Colonel'• ooorotar,r to lot hla l<Dov 

thot I cOilld aa!co 1171'0l! an.ilablo at &ll1 tlao, &ll7"horo. 

Jull1tt want• • • to co~• oT•r there for the week-IDA. 

It yoll ho•o no obJoctlon , I oholl loa•• loto thlo afternoon, 

Oolonol nono¥On'• oocrotary boo IW.l1tt 1 o tolophoco • ..,... 

hr, which 1o .Mblor 1510. 
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TREASURY DEPARTMENT 

INT£11-0I'I'lCit: COMMUNICATION 

..... June 25, 1941. 

Seoretarr Korgenthau 

Vr. Gulick and Mr. Groves . 

In accordance with rour recent request we are 

submitting herewith certain documents relating to the 

project on Federal-State-Local fiscal relations. There 

are six memoranda, as follows: 

1. 

2. 

s. 

4. 

Statement of objectives - thie ie primarily for 
our own use to keep our aim clear. 

Suauarr of program, indicating major divisions. 

Summarr of possible special projects and 
personnel. 

Copi es of proposed letters inviting selected 
persona to participate aotivel7 in the project 
and a more general letter seeking wider 
cooperation. 

The next two memoranda are more detailed supporting 

statements concerning: 

5. The program. 

6. Specific projects 
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Jaber 1 . 
Stat ... nt of ObjeotiTee 

The long-atanding problem of federal-etate-looal 

fiscal relatione ia rendered .ore acute b7 the defense 

prograa and poat-war fiscal proapeota. GoTernaenta mnat 

draw upon fiscal resources to a greater degree than in 

the put and the post-war probleae will eapeoiall7 require 

!ileal polic7 carefullr adapted to eoonoaio enda. The 

prospect of price rises during the war period ia one that 

baa aerioua iaplicationa for atate and local finance. 

In these tlmea of emergeno1 the caae for coordination and 

integration of tu and expuditul't 171tema becomes 

eapeciall7 etrong. It ia therefore the ob)ectiTe of thia 

atua,. to gather the facta, deTelop principles and aeek 

out specific euggeationa leading toward a better co­

ordination of federal, state and local reTenue and 

expenditure •1•teaa and to plan for thei r cooperatiTe 

deTelopaent, in haraoUT with aound fiacal policJ, to meet 

the needa of the Federal GoTernment and at the aaae tiaa 

to maintai.n the independence and Titalitr of etate and 

local inati tutiona. 
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laller 2. 

~ of 'rent&tln Propaa of Ianati tioa 
of te4eral-Stata-Looal Fiaoal Rtlati::a. 

1. Coaplainh an4 Pouible llodifioatlona. 

COOIJ.INTS 
I. DUii adaluiatration of atate and federal tax lawa· 

unauitablliti Of reftDUe IOUroea. ' 

2. Multiple taxation. 

2108 

S. Dinraitr of state tax lawa an4 regulatorr procaduru. 

'· Co.petition among atatea for tax baaaa. 

S. Inadequacr of local aourcea, 

6. State and federal financial t~~barruaaent due to 
increased reTenue dtllllllda. 

POSSIBLE MODIFIClTIOHS 

1. Federal-State agre .. enta for the joint aa.iniatration 
of taxu. 

2. Federal credits for atate taxea . 

8. Fe4eral- Collection-State-Sbar1Dg. 

4. AA extellliOD of federal aid to the atatea. 

2. Pouible ohangea ill federal rnenue lua to aeet the 

financial requiraaenta of propoaed aodificationa in !ederal-atate­

fiacal relations; propoaals for a new arstaa of buaineaa taxation. 

S. I!Paot of expanding federal reTenuea and expenditure• on 

atate and local finance. 
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'· The OYer-all ploture ot fOTeruaental tazee, expenditure•, 

and 10 tortb; etatua ot public debt at Tarlou• goTtruaental 

leTele. 

5. QuantitatiTe eatiaatee ot tuture reTinues and expenditure• 

and ot proapeetiTe national income; proepeeta tor the poat-war 

period. 

6. Hiatorz and literature ot the Coordination mcT«aent; 

federal etate tiaoal relations in other IJatema . 
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11abtr a. 
Sau1'7 ot SuppltMDtal'f ._,...._ 011 

Speolal Projeota ID4 Per•o~l 

1. Probl .. • ot aa.iniatration and auitabilitr ot tazea at 
different lneu of goiei&.ut. PPof. Martin of ttntuoq. 

2. Diveraity of revenue lawa; iapact of the federal defense 
program. ){r. Lepawaq. Federation of taz ldibil.atratora. 

3. llultiple tazation; other !.!!!:! aapeete. .l good tu lOfer 
yet to be aelected. 

4. Quantitative eetimatea. Prof. Shoup, Columbia University. 

5. Inadequacy or unsui tabili t~ of the property tax and sales 
tax. George Yitchell, Ill noia Tax Cogmlsaion; Mr. Ji006y, 
University or Chicago. 

6. Federal aid progrua and the allocation of governmental 
aervicee-rD relation to resources. Prof. Heer, University 
ot North Carolina. ----

7. Federal-State-Fiscal rel ations in other federal ayateaa. 
Prof. Newcoaer of Vaaaar. 

8. Statue of public debt at various governmental levels. 
Prof. Leland of Chicago. 

9. New ayatem of buaineaa taxation. Prof. Raig of Columbia 
Uni nrai ty. 

J 
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10. Interat&te.coapetition; teder&l credits; federal collection­
local ah&r~; prospective changes rn federal revenue lawa· 
fiac&l c&S~tiea ot the st&tes; factull picture of over-ail 
t&xea. t e fre&aury St&ff. 

E&ch of these programs will require the cooperation of 

federal agencies including at many points the Bureau of 

Intern&l Revenue. 

The budget&ry implic&tions of these appointMents cannot 

be determined until we h&ve conferred with the specialists 

concerned. On the b&sis of preliminary estimates we are 

al lowing &bout $35,000 for the projects here set forth. 
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Dear J illl: 

The Treasury Department, aa you may haTe aeen froa 
Secreta~ \lorgenthau' a recent announcement, 1a making an 
examination of a number of fiscal and admlniatratiTe questions 
arising from the interrelation of Federal, atate and local 
revenue needs and tax systems . Luther Gulick, Clarence Heer 
and I are doin~ some preliminary planning and are helping to 
get work in th1s field started. 

Among the vital aspects of this problem ia the matter of 
the suitability of taxes for different levels of government 
particularly from the administrative point of view. Because 
ot your very extensive contact with the problec of re~enue 
coordination and equally extensive experience with state tax 
administration you are uniquely qualified for a study of this 
kind. 

What we have in mind is this: 

It is proposed that a study be made of state and 
local administration of taxes in comparison wi th actual 
or possible federal administration. The object is to 
dete~e the unit of government most aui table.for ~he 
administration of taxes . Alnong the matters wh1ch ml&ht 
be taken into account are: 

1. Actual costa of administration; especially whebre 
state and federal administrat ion exist side y 
side; 

2. Possible eaving from the elimination of dupllcation; 
3. Unnecessary cost of co~pliance; . 
4. Leakage in administra tlon and collectlon;. . • 
5. Other limitations in state or federal adm1n1stration, 

~a) 
(~~ 
(d) 

Propensity of ~he base. to mi&rate; 
Inadequacy of 1nformat1on; 
Inability to allocate properly; 
Constitutional barriers (as in sales t.ax) : 
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(1) Extra-territorial 1Dolclne1 (., ill 
KanutactuPIPI1 11cia1 oa clE&rlttla}• 

(t l lalftlcleacill ot o1at rallaaliea; ' 
(g Vitalitr ot l ocal laatltutlone. 

Poaalbly .uoh ot this lutor.atioa coulcl be obtained bf 
correepoadence and aoae of i t oertaialy .uat ooae•!roa peraoaal 
experience euch aa you have had, but the whole problea calla 
for a r igorous , comprehensive and fresh analyaie. 

I am writing to see it we can persuade you to join ua in 
thla enterprise and to undertake thi a iaportant and ditticult 
atu4T. We will han to talk over the work inYolved and see 
what sort ot arrangements are appropriate. Perhaia you could 
arrange to take ott one aeaeater, or at least to ighten your 
schadule. But in 1n1 case the Treasury ia prepared to pay !or 
the serYice rendered. 

I hear that you are to be West this summer and that you are 
working on a etate tax program. Doea this mean that you will be 
unavailable here in the Baet before September? 

Perhapa you better write about your plana. I can then 
suggest when and where we can get together moat conYeniently. 

We are yery anxious indeed to aee this project launched and 
we are aure that you are the 11111 to do l t. We know that you are 
interested, we hope that arrange11enta can be made, an.d we shall 
look tor an earlJ reply. 

1'1 th beat whhea 

Professor James E. Vartin, 
University of Kentucky, 
Lexington, Kentucky. 

Sincerely youra, 
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Dell' Simeon: 

The TJoeu1117 Depvtaent, u ;ron Ml hen ••en trca 
Secreta~ Korgenth&u'a recent &DDOUDcaaeot, 11 .akiug an 
exaal.netion ot a nuaber ot thou and adalllhtratln 
queetione ari sing troa the interrelation of Federal, etate 
and loc&l revenue nude end tax ayetellls. Luther Gulick 
Clarence Heer and I are doing some preliminary planning' 
and are helping to get work in this field started. 

Among t.he projects we han in mind, three appe&r to 
be especially "down your alley• . One hae to do with debts, 
their statue, econoaic significance, relation to fiecal 
policy, and intergovernmental and administrati ve relatione. 

A second project conaiate of a survey of the etatue 
of the proper ty tax including rates, further al aeticity, 
delinquenciea, aJaptoae of revolt, attitu~ee of faraera, 
homeownera, city off icials and eo forth. The objective 
i s to learn how valid i s the contention that the sources 
of local revenue are highly inadequate and breaking down. 

A third project conaiate of a surve:r similar to the 
above but in the field of sales t axation. Here it would 
be important to inquire as to the present statue an.d . 
significance of the constitutional barriers, the effectlve­
neee of the use tax, the acceptability of these taxes to 
the public and other matters which would throw light on 
the degree to which the sales tax states have ached 
their revenue problem. 

We are definitely counting on you for a comprehensive 
memorandum on debta - juat aa aoon as you have finished 
your book, unleaa, perhapa, you think it feasible for 
you to do the meaorandum for ua first and your book 
second. Ia this poeaible? 

Aaauming that "Debt•" will keep you occupied for 
the time being, what about George Vitehell for number 

/ 
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and Jaoo!ftf~~ nuaber three? Frankl.7 we wut 70U1' a4Tioe 
bt!Orl t tlll'ke7 to th ... 

We Yll'7 1111oh hope that JOU and the 1l1li nrai t7 o! 
Chicago group can help ue el011g the lin" abon aQgguted. 
I!Joll haTe t.DJ other idea• for work in thl a field •• 
wo d be glad to get them • . 

Beat wiahee 

Sincerel7 7oura, 

Professor Simeon Leland, 
UniTerait7 of Chicago, 
Chicago, Illinois . 

• • 
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Our l(r. Lepawaq: 

la you irobably know the Treaaurr Departaent ii 
makilllt & pre Wnary exaain&tion of & naber of fieo&l 
and &aa.inletr& tin quest ions &.rising from the inter­
rel&tion of Feder&l, etat~ &nd local revenue need• &nd 
taxes. We appreciate the &Iaurance you b&ve alre&dy 
ginn of rour interest in thil work and your willingneu 
to cooperate. 

We nrr auch need your help, first , in llllking plane, 
and aeoond, in carl'7ing through specific sections of the 
research. 

Can you by any chance be in Washington conveniently 
on the let and Srd of Jul;r? It eo, we can talk things 
over more fully. If that ia not poaeible we can, I am 
eure , arrange a more convenient date. 

Aa things ab&pe up now we hope you and the Federa­
tion will help ue with two preliminary etudiee: 

(a) The diveraity of revenue l &WI and the coat 
of coapliance; 

(b) The iapaot of defense on state and local 
taxation. 

Will ou be thinking about theae questions eo that 
we aay wo~ out t egether their acope and content, their 
tiaing and the eoeta of the research work involved? 

We would &lao ,?preoiate &nT further euggeatione 
you may have aa to this whole inquiry. 

• 

• • 
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lbft l91l o- to the THal1li'Jo )'O'Il will fJ..a u 
iD Rooli 118t. 

Siao•r•17 fO'IlPI, 
• 

llr. 11 bert Lepawalr:J, 
Federat ion of Tax idalniatratora, 
1313 Beat 60th Street, 
Chicago, I111noia. 

• 
• 
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Gener&l letter aaking for auggeationa · 
and cooper&tion to be aent to aeleoted 
adminiatr&tora and tax experts. 

As you &lre&dy know from Secretary Morgenth&u's 
recent &nnouncement, the Treasury Department is now 
making & prelimin&ry ex&mination of a number of fisc&! 
and administr&tive questions arising from the inter­
rel&tion of federal, state and local revenue needs and 
tu ayste:u . This is soaething which has concerned ;you 
and me and others for m&n7 years. 

~b&t we are now doing is preliminary in nature. 
Especially et this stage it will be moat helpful to the 
Treasury to have the benefit of suggestions froa those 
who , like yourself , are really informed and interested 
in the problems involved. Vlhat aspects now seem to you 
most to deserve investigation? Is the situation changed 
by the emergency? Is the work now called for primaril y 
knowledge , i.e. , research, or primarily thinking, 
planning , contriving and &ction? 

Though I am writing you informally now, I hope we 
can talk things over at length in the not too distant 
future. 

If you come 
and look me up? 
course, keep you 

to '/lashing ton won' t fOU let me know 
(Treasury, Room 1181 ). W~ shall, of 
posted. 

Very truly yours, 
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Iaber S. 
TentatiTe K..orandua for a Pl'ograa of lnveetigation 

concePDiDg Fedel'&l-State-Loc&l Fiacal lllaticna. 

It i a propoeed to approach the aubjeot f roa the following 

angles: 

1. What are the coaplainh leveled againat the present ayetea 

of intergoveMl.lllental relationships and whet are the proposed 1110di­

ficationa in these relationships? Each of the complaints and 

proposed aodi!icationa should be ex~ined in some detail as to 

ita nature and ruidit,. Among the complaints the following are 

especially recommended for consideration. 

1. Dual administration of state and federal tax laws. 

What are the wastes of dual administration in terma of: 

(a) Unnecessary coats of duplicate administration; 

(b) Evasion of taxes because of unsuitable administration; 

(c) Unnecessary coat of coaplianoe. 

2. Use (that is, collection) by the State of sources of 

rne.nue unaui ted to them because of 

(a) Propenait, of the baae to ~grate; 

(b) Inadequacy of information; 

(o) Inabilit, to allocate properly; 

(d) Constitutional barriers (aalee tax); 

(e) Extra-terr itorial incidence (manufacturer•' exciae 

on cigarettes). 

• 
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1D attapt ahould be JWle to apprai11 the adn.utagu of tecleral 

u coapared with atate dalllhtratioa for eu!l tax. 

S. Inadequate reTtauea fraa aTtil able and deai rable tax 

bases to prortde &D adequate etandard of publio urnott: 

a. !!long oi tiea ; 

b. In rural dietricte; 

o. In depleted ar~as ; 

d. In districts with sub-normal tax resources. 

It ia complained that the propert7 tax, now heaTil7 relied 

upon tor local support, baa reached the limit of ita elasticit7 

and that i t is regreesiTs. The retail sales tax ia alao criticised 

for regreeeivity. Some study of the eooial effects of these taxes 

and their expansion could be made. For example, what is t he effect 

of the property tax on housing and what is ita ertect on farm and 

ho2e foreclosure? 

' · Bad correlation in location of wealth and need tor public 

services; unfair ailocation of auch wealth for taxation 

(for example the taxation b7 Delaware of a doaeetic 

corporation nearl7 all of whose aaeete and busineee 

are located elsewhere; or the taxation by New York of 

estates built up in n.ation-wide diatribution of ability 

and need b7 aeana of tables and mapa.) (See Blough: 

Geographic Diatribution of Wiaconain Tax Baaee.) 
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to what extent are difference• in taxation resource• 

intertlooal aa well aa interstate? Are poor oountiea 

in New York aa "bad ott• aa good counties in Kiaaiaaippi? 

5. Kultiple taxation in the application of state taxea. 

6. Undue divereity of tax lawa and procedure resulting in 

ooufuaion and excessive coat of compliance. The out­

standing case of this ia business taxation, an institu­

tion which "cries aloud" for simplification and 

standardisation. 

7. The importation of value; for example, unfair allocation 

in the application of the property and gross income 

taxes to railroads. 

8. Competition among states for tax bases and the migration 

of wealth and industry to avoid state and local taxes. 

Some data on the relation of taxes to the costs of 

manufacture and the -relation of tax differentials to 

tbeee costa would be helpful. 

9. Extent of state and local fiscal embarrassment resulting 

from "mandatory" expenditures incident to federal 

programs. 

10. Limitation of Federal defense program alleged to result 

from etate occupation of tax fields otherwise fully 

available for Federal utilisation • 

• 
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11. Unoertailltr Uld oontuaion ill atate 111d federal tiacal 

pl&~~~~illc; neither lenl of COTerDalllt Clll predict with 

aaaur~~~oe What the other will do. 

12. Local reaourcea bave _been strained by federal projects 

which have tempted local aatching of federal funds . 

lS. Intergovernmental embarrasament caused by the fact that 

gonrnmental inetMIIIlentali ties han certain ~ties 

froa intergovernmental taxation. (State sales taxation 

ot defense contracts. ) 

Is there a popular consciousness of this problem, a demand 

by large numbers of people and their legislatures that •something 

should be done" in the field of intergovernmental fiscal relations? 

Do these complaints taken collectively add up to a cause tor 

action and if so what should it be? 

taong the proposed remedies the following are speci~7 

recomaended for consideration: 

14. Legialation to lapleaent tederal-ah.te agreeaents whereb7 

the Federal Government will undertake to administer 

cer tain atate taxes tor an agreed tee or on a cost baaia. 

15. 1 federal-state commission (with equal representation) to: 

(a} Arrange agreements for the exchange of inter­

government&~ adllllnl atratl ve urvioea; 

(b) Facilitate exchange or lnfol'lll&tion; 
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(c) lnccurage reciprocal legislation; 

(d) Discourage diTeraitr of tax lawa· • 
(e) Conduct reaearcb concerning federal-atate an4 

interatate fiacal relationa . 

16. An extenaion of federal aid to the Statea. This 

presumably would be a ,.at-defenae program. The aid 

might take the form of a general subsidy or of a grant 

for one or more specific function• (aucb as education, 

welfare, highwaye). It might be a differential aid 

distributed in aome ratio of need related to resources; 

or it might be distributed on acme other basis without 

regard to ability to support the function. 

What is the degree of local and central interest in the 

nrious functions of Gonl'!llllent and bow does it correlate with the 

responsibility for the support of these functions? 

17. An extenaion of federal credits for state taxes (aa 

presently applied in death taxes ). 

18. Federal collection plus state distribution. 

19. Further reallocation of functions. If, in the post­

defense era, the Federal Gonrmaent eabarka on a progru 

of worn in such fields aa housitlg, nutrition, health, 
• 

highways, and electricity, it will be neceuary to 

decide whether this should be through the as~ption 

Regraded Uclassified



.. 
224 

- 6 -

ot t heaa tanotiona bf the Federal GoTeraaent direotl7, 

or through granta-lD-aia to ntlri.iute llllita, or 

through direct outl1.11 to ind1Tiduala. 

20. Federal aeaistance to facilitate atate and local 

borrowlDg. 

II. What are the poasibilitiea of federal revenue adequate 

to finance additional fiscal support !or the states? What are 

the proposed meana o! •strengthening" the federal tax ayatea and 

are these deairable or undesirable? Some consideration aight 

be giTen to the following: 

1. Propoeala to strengthen the federal income tax: 

a. Collection-at- the source; corresponding proposals 

to leasen the time-span between earning income and 

paying income taxes; 

b. Taxation of undistributed profits (to the corporation 

or the indiTidual); 

o. Eliaination of tax-exsapt securities. 

What ia the maxisua proportion ot the income of the United 

States which it is feasible to collect through an income tax? 

What are the limiting factora? 

2. Proposala to develop a new system of business taxation. 

S. Uae of apeeial exeiaea or general aalea taxes. 
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4. Developaent of a atronger - perbapa permanent-excess­

pro!i ta tax. 

5. Increased payroll taxsa to cover the obligations of the 

social security program. 

6. Uae of a flexible tax, automat ically adjustable. 

7. For the period of defense financing some attention might 

be ginn to possible prog.rama of borrowing from indi­

viduals , aa for example, in the Keynes Plan for financing 

the British war budget. 

Are ther e important possible sources of federal, atate or 

local econo=7 which would release fiscal resources? For example, 

bow sizeable are the economies, if any, which might result from 

the reorganization of local units of government? 

III . What is the impact of t he defense program on state and 

local finance? To what degree have tax bases been improved by 

government spending? To what degree have they been depleted by 

federal t ax expansion? What are the prospects of the taxpayer 

subject to the impact of both federal and state syste~? 

The above would constitute the major theme of the investigation. 

However , it should be supported by much background material 

including: 
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rr. The O'f .. -all ploture of pruent t uea, expell41ture, 

debh, and COTe-ntal tPIJI.Ifera (aida) at all lenb of £0Tti'IIUnt. 

lhat ia the lnoldtlloe and iapaot of the onr-all tu 111t•? 

V. Qullltltative eatiaatea ot future revenuea, erpenditurea 

and of ef!eota ot ohiJlcing the fiacal ayatea, 

VI. Proapective national illco.e and ite effect on revenue 

possibilitiea end fiscal policy; the relation of fiscal policr 

to inflation. 

VII. Poaaibilitiee of relining poat-wu fiscal preaau.re b7 

means of a •capital budget• end a partially self- liquidating 

public worka program. 

VIII . A survey of the literature on federal-state-local fiscal 

relatione and of the practices in other federal systema. Intro­

ductcl'1 material portraring the developaent of present probleas 

in intergovernaental fiscal relatione. Some reference shoUld be 

made to the roota ot theae problema extending into econoaic 

bhtol'1, econo.lc ge~graphf, end ccnati tutional hiatol'1· 

Conclusion: Coordination of state end federal taxes is a 

subject to which great quentitiea of wr iting and apeaking have 

been dnoted. A very considerable. uount of funds end effort 

have been invested in thia cauee. Yet aingularly little reel 

progreaa hu been aade. Wh1? 
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li1llllber 6, 
Suggested Special ProJects and Personnel. 

1. Suitability of taxea (particularly from the angle of 
administ ration. ) (Prof. Martin) 

2. Diversi ty of Revenue laws. (Yr. Lepawaky) 

s. Multiple Taxation (including the importation of value.) 
(A good tax lawyer. ) 

227 

4. Immunity from intergovernmental taxation (instrumentalities. ) 
(A good tax lawyer. } 

5. Interstate competition for tax baaeai migration of industry 
to escape taxation. (Treasury Staff l 

6. Impact of the federal defense program upon state and local 
sources of revenue. (Treasury Staff - \lr. Lepawsky) 

7. Federal credits and federal-coll ection-state- sharing of 
revenue . (Treasury Staff) 

8. Proposals to strengthen the federal tax system from the 
revenue standpoint. (Trea.sury Staff - Carl Shoup) 

9. Future financial balance sheet of the social security 
program; Prospective trends in expenditures. P~roll taxes. 
(Social Security Board) 

10. ~antitative estimates of future revenues, expenditures 
and effects of changing the fiacal ayatem. (Prof. Shoup) 

11 . 

12. 

Prospective national income and ita effects on revenue . 
poaaibillties and fiscal policy; t he relation of fiscal pol1cy 
to inflation. (Prof. Shoup) 

Possibilities of relieving post-war fiaoal pressure by mean~ 
of a "capital budget" and a partially self- liquidating publ1c 
works program. (National Resources Board) 

13. A survsy of the present status of the general property tax • 

• 
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1. rat11 

2. elutloit7 

3. delinquenoiee ITax delinqueno7 

George lli tohell 
(llllnoia Tax 
Coaiuion) 
Poaaibl7 
Jlr . Slln rhra. 
Help f roa the 
Cenaua Bureau 

Tax limi tatlon 
4. aJaptoma of revolt Hoaeatead exemption 

14. A IUI'TIT of the general atatue of the atate aalea t ax; 

1. Significance of the no- tuation-of- luteratate-co.aerce impediment. 

2. Effeotiveneae of the use tax. 

3. Incidence and effects of the tax. (Jir . Jacob7) 

15. Inadequaciee in state and local support for education. 
(Prof. Beer ) 

16. Inadequaciee in state and local support for welfare and 
health. (Social Securit7 Board) 

17. Possibili t i es for economy in the reorganization of ~overnmental 
machinery or the reallocation of governmental funct1ons . 

18. Federal etate aid programs. (Prof. Beer ) 

19. Federal-etate-fiacal relations in other federal •1stems •. 
(Prof. Newcomer) 

20. Roote of preeent difficultiee in feder&l-atate-fisc&l 
relations (econa.ic history, econoaic geography, and 
conetitution&l hiatol'T)• His tory of the Coordination 
Problem. (Treasury Staff) 

21. Bibliograpbf. (Prof . Newcomer) 

22. Status of public debt at various governmental level~; 
prospects for the larger units serving the smaller ln 
latter's public borrowing. (Prof. Leland) 

the 
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23. 1 new 171~am of buaineee taxation for the United Statea, 
(Prof. Ba~g . Poaaibl7 Prof. Studenaki) 

24. Filcal capacitT of Stat... ('l'reuUJ')' Staff - Social 
Securi tT Board) 

25. The onr-all tax picture in statistical and graphic terma. 
(Treasury Staff) 

Other personnel who have been suggested for specific projects are: 

Prof. Wynne - Coapariaon of fiscal coordination problema 
in Canada, Australia, and the Uni ted States. 

Frederick Bird - The fiscal plight of the cities. 

John Maxwell - Fiscal coordination in Canada and the United 
Statu. 

• 

/ 
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MEMORANDUM 
0 FROM British Suppl¥ Cour.cl.l 1n llorth Amerioa 

f 

TO !.trs. H~nrioU.a Klo•; 

Compl1a.enta of r.:.: •• Cray 

6/26/t.l 

• 
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JUliE 25th 

China' 1 export oeaoon otarted in Juno. The Tarioua dhtricto hed ono 

feature in co•oza- ·uo 1ncre&·lt4 production of &A7 exoorl co:=o41ty bu:t 
••1"1 general docrauo. Obot...:leo to exportlllc. ouch- oo 1nlacd tr.;,opcrt

1 

41t!icult1ee, Chineee and Japane&e control of trade and torelp ex.chii.D&e, 

a a well aa a tca.reit)'" of th1pp1ng space for tre.naport oToraeat, are •11 

considerably greater than a yoar ace. But 1n ot her roopecto. o>;port con· 
ditiono .ary oubotantially in tho different rogions. 

Free Chino nov relioo f or ex,orta \l!>Oft the YW1ll&n-- Roa4 al.moot 

ercluaiYoly. Tho Roa4 continuoo t o be '-"!>rond on the Chl.nooo oido. and 
oo::.e 150 aUoo of nov railroad. track to roUon the roa4 tno.ffic ara undor 

construction frOID XUD:ll.n& vootward: but tho rainT aeaoon h Juot ahead 

throet oninc to curtail. if not to block entirely. the out5Qing roa4 traffie. 

Tho recent 11onth' 1 exteno1on of Jl\panooe na•al oporlltiono on the South China 
coaot. nnd oopeoially tho qu.aoi-p!r&t1cal JapN>eoe roido on a large nUIDber 

of coaot&l or ne&r-coaotal po1Dto otill controlled by ChiD&. oh&rply reduced 
vhllt re:>ained of l'roe CMua ' o coamercial and obipplll8 1Dtercouno vitb 

HooQ.ont; 1D tho opbere bot h of legiti.Dilto trade and a:zuc;llll8. In tbo 1D­

t orior of free Chir.a. mAnY chronic hottlonocko and traff ic Ja=o aloo obotruct 

the outflow of export cosoodit ieo . !be Chunckiog Chineao Go.ern:ont oarly 
t his month amalgo:ated tho ooai-official Jooohing and !~04 export monopolioo 

in ordor to contralic• Go•ornmont-manacod oxporto. but tho lamedlate rooult 
1o not iaportMt . The growing of agrloultural o>;port produce in Free ChiD& 

for the paot yaar wd a belt hao boon dlocouraco4 b:r tho COIOp&r&tlnlT lov 
!)tieea vhlcb Oove~t 20nopollta e.llov for web prod.w::e , u4 f'arDeTI pre­

fer to culth·ate product t or their Ovtl requ.irtUIInta an4 t bt 4oMat1e »rket. 

l'ree ChiM'a a.etal output d.oeo not yroalte &'A1 ru.rther 1ncr•••• 1n tbe near 

future . 

I n tho oountryoido of J apanose-occupiod North Chln&. tho output of ox­

port t>ro4uct hal &lao uot 12proye4. 'l'he recent large-seale :aUltarJ CAD­

~~ in Bo..., and Sbenol Pro•inces : Japan01o 1D&bilit7 t o ouot fro• t hio 

t err1toey tb.e Cbinaae OoYtrn:.MDt end Co~ht ar;iea; the re•1• e4 t;Wtrilla 

Y:l.t"f&re eTorywbare 'bablnd t he Japaneae trottt llnes; Ja.p&nttt eonopolht 

regloentation and ooi:rura of fal'ill produce b7 motho4• an4 at :pricoo which 
make thoae meaaur•• ap~ear t o Chlneae taraert little abort of coc!iscatlon--
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Ia c ... tral. ChlAa, tha fo~ t o tboo coaat of all proclw:e fi'Ca 
.Japueee-occaph4 a.-. 1.e IIOlf IIUIIJect to atr1ct H&iMntaUon '117 tboo 
.Jap&~~&ae a1Utaq &114 to ~t 1.11 a1Ut&1'7 ;r.n. !h1o reeiMIItaUoa !lao 
ba4 tboo - &4nroa effecto on pro4w:Uoll ao eloe,...re 1.11 Ch1Aa. 1011-
.Japueao Sb&llal>&1 exporter& ~ oecv.re wppl1eo of export pro4Dce onl;( 011 
tboo co11cl.1U on that t ha .Tapu .. • are allowcl. a ohare 1c tboo export profU o 
aA4 part of tboo t or•J.cn ucbanp proceecl.a. llxcapt for. tao, arrin.lt at 
Sl>aDP1 of J'ree Ch1A& product ha'f& pracUoall;r atc>pptcl. aw e tboo rec ... t 
Japuett o.,.l&"Cht -1Aat tboo Jut Cbo~Jd.&Ac ooaot. !'boo pro4\1CUon of 
Oentnl Ch1A&'a •Jor u port oomocl.1t;r, raw t 1llc, 1t booi.Jl& d1toOurocK b;r 
tho Japan .. • 1.11 an effort to rel1oTo tboo a illc Mrlctt ot Japu proper; tha 
1941 apri.Dc cocoon ptheri.Jl& 1.11 Central Ch1A& ;r1tlcl.ecl. )0 per cent l ett 
than tha paat ;rear '• crop. l!o,....r, h1ch aillc prieta , allloat raaohi.Dc tboo 
peale qw>tauo ... ot IOTeabar-Dec•bar, 1939, ooapenaate for th& rtcl.\1Ct10ll 
1.11 outpnt, SMnp1'• o1llc atoolct are u::tnMl;r lev, aA4 cl.oaeaUc cl.e­
coapeht oharpl;r with export nqv.ireaento. 

SIWIGIIU' S SIWIJ 

Sbt1!p1'• export• contilnle t o cl.oa1Dah tboo exporte of the vl>ol& of 
Ch1na Duri.Jl& tboo f1ret halt of t hie ;raar, lorth Ch1A& &84 l'ne Ch1Aa 

' f ,~- .mol& of Ch111&1 t export tra4e , ..tdlo aceoUDtecl. f or ou-aizth aaoh 0 - d to tboo 
5hancl*1 aloa.e acoo=ted t or tVC>-thirdo. !hit 1.t aov priar1l;r ... rt 1.11 
fact that pro41l0a coal.Dc troa tboo 1Ater1or pl&:r- 'lolt a -o~ firat 
S~ 1' t axpcrh ..Ule tboo pro411Dto of Shancl*1't 1adut r • t od • 
Hoot 1aportant aaoac tbooae prodncte a re cotton ~ aA4 on!!:::!:u:~ &ad 

t 1 and otboor aetal a&Aufao,urea. 
followed '117 1roa, • " otull;r 111 South-latt AtiaUo cOUDtriee aA4 
u t al a&Aufaoturea .. u .,.,... 

1 
f r •~rto f roa co11t1na11tal llarcpe , 

Br1thb. Iad1a, taldll& the place o orae ...,.... 
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~.-t JrUala u4 Japu, llore tbal\ bolt of St.e•P*i't n:pont 1a .rNIIIU7'­
IIq, 1941, wre ooatr1'11Ue4 ~ tb .. a IID4 otber local 1D4utr1al prof.11ah , 
w!IU. tbe lbare ot rew t ill< 1a local apone 4eollae4 to 12,5 per o••· 

SlleDPi ' • obltf toretcz> outo.er re•to.e tbe JriUtb Jloo;>ire, wblob 
1n J..,...,.~ \blt ~ pvobaae4 4o per otat ot llh.npi't n:pone. Ia 
tbh trw, HoJI&Icoac raAite4 t1rot •• tbo lee4111C 41atributor ot local t.,.. 
t u .. IID4 .. tale 1a Soutb-kot .leta; J r it itb l a41a ao a larp-ocalt lloaJwr 
of tile - &Oo4t •• e..:oat; ...Ue tbe Ua.1te4 JC1Jic4o• r&l1lot4 tb1r4 owi!IC 
to i to ooat 1au.4 purobat" ot rev t11k , brhtl ... t CC pro4uch aA4 -table 
oUt, !be Uo.1te4 Stattt •tata1at4 a 25 per out abare 1a S!wlcb&i' t t,.. 
pont , t o tbat tba t wo creat -'IIClo-s..x..a Povero toc-tbor accoute4 for tvo­
tb1r4o of aU local upon oblpaoa.h. !be J~~p&~>oM a.pm witb a 19 per 
coat ~bare wa tb1r4 , 'bU a larp part of Sbtapi1 o obl-ah to Japao' o 
l,...tuac Laaoe4 ! arrlto17 (Datr.) w at rla SiberiA \o ~-. IID4 tblt 
latter tra4.a baa been co~~plotoq 1atornpU4 ~ ~-1t attack 011. lbaal&. 
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I~ CQIMJMI:liTION 

CONFIDENTIAL 

Jeci•._. tWlbc ..._U•• of \U reporu,.. \eah wro u follona 

loU to oo•oroial •- &37,000 
....._.. tr.. 11 roial _.., .(91,000 

tt. hiAn1 le-•• Jo.l< of .., Tozk ool& &15,000 1a roei•-• '"'rl111C 
\o \!Ia Mid- :IQnll ftUIJ QP• 

Opoa ..nat •*lbc Mlt ,....., at II.O}ol/ 1. 1M ~ Hpor"" va .. 
ooU011 ooull"" of &10,000 1a oallt to -rolal oo-. 

Coa\1.a111& U1 ilrp-o-t. \U ~.-..- f,... 1'100 opeae4 11/161 McMr 
1\ .11~1/16, ....tabc a\ \loa\ len! for \U roe\ of \!Ia aq, 

1M ov.Ma 1'1100 *1111> oloMI lao\ alp\ a\ 1·1/16. 41-\, - \o a 
tl.ul qvtaUoa of 1·1/ ... toaq. 

Ia •w To!k, olotbc qvtaUoae for \!Ia foro~ nnoaolu lliW Mlow 
..,.. u follewal 

c ... , ... u. ..... _,!» 1'1• (tree) 
:lru111a rd.lroll ( tree) ---Ia .......... ;rea ... IICa1a ...... , 5=13/311. "' ·-lbc 1 .... 

a\ 3·91·1/1. 

lUre .,.... ao plA v.a-uou oo-w 'T u toaq. 

•o plA "PI '' .,.... reporW. 

A :prloo of 13-7/16& •• IICa1a fl.lolt 1a Lt.._ for opo\ .... fo~ tUwor, 
•qlll•alat to 111. 5"· 

1M !'roaiV7' 1 paHbaM :pr1oo tor forllp o11..r •• ,..., .. ,- •• )!it• ...., 
ul ....._,,NUl-\ :pr1oo for forolp eUnr _. aloo velln ... a\ Yl-3/'41• 

We ..... .._ .,....,. .. , of 111.,... to\albc 100,000 -• troa tU Ia* of 
Ceuda. lo f01t \1111 •aU., w ,.._ "'""'' 1,015,000 -• froa U..\ -
'IM.er ov ,....,,. MAUll¥ ~· ' W JNd l'w" WIP \o l,XIO,OOO .,.... •• 
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e.~' 1 •• -.... 1NJ1ft fll ,_. 11, lloU.. ..,.dte ot ....,_ Ia 
Ae&e wt~~ ... Tell! rr '• ot z.a rr '-b, ...... -.. _. ..,.dw 
tot.le& _,.,,ODD, a trrr Not •-1ol!n,OOO d-.,_. u .... ot .. ...... 
1e tepodto tMir JI1MW a .. ..._ ot .. ':bet llpeeto ...... •• rut: ...... . 
tM leU•'• J11•1JIIl .. U. U..WU• .. NA .. U. elalN oal1 u ..._. 
1e All• otoet u feU... • JIM 111 

lwll 
Lio!IU1Uul hpoolto for Ia- ...a Moae~oano .... . tllll,oa,,ooo 

Depoalte for~... ..... . ......... 15,917,000 
1 1 u.a. !hoe. JIWo, -· ,.,_, ot.. . )O,S)l,OOO 

.,...,.., 
le!U 

-tll ••• ooo 
+ 565,000 

17.000 
Claleo 

I 
a 'oeaa •••••••••••• •••••• •••••••••••••• tl-.)35.000 -t5.~.ooo 
1 OtUr - aas.aq 1.,. lllport ltlUo..... 7,515,000 + 1,6o5,ooo 

It will 'Ito ...... Ulat .. teollM ot .... 3911.000 la ~-...... I laa 
bat t0J01Uo ._. uaoowus.t liT a reboUoa of . 5.1111,000 la .t.c-7 loao. 

• 

CONFIDENTIAL 
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llr. loreoa ..... loa ooo~~raa. 
!he 1k1\e4 .... , ••• 'l'HatlllrJ', 
la*illltoa, D.o. 

qvaUODI 

llvillc \u preen\ cUfiloul\ peno4 " a the laUOD&l 

B&llk ~ :De-.-k UTe -.4& aa etfon \o coaua,.. \he ~h a tho 

11A1 h4 1\a\oo oa \lie ..,...10110 lloaioh Dollu loaao, I u c1a4 to ~ 

tu\ thio tltfor\ uo lleea .....,eollfl&l. aa4 \U\ 1\ uo bee pooo111lo 

for uo ll,ll to aow \o aeo\ All Olll' Dollar obllp.Uoao 1D. re~ct of 

latoroot aD4 ...,rthaUoa wl\hia tho 11111te4 Statoo ~ .t.Mrica. !rho 

llaUoaal B&llk uo be.,. v.eias 1h tv.a4o wlthia tho 11111\14 av.too tor 

the .. pvpo .. a. 1e -ocate \hio TIJ'7 -~~ ao • !Ml -t tho 

fs-1.&1 preoUp ~ -..k 1A the 1klte4 ltatll lleo ~~- aalatAlae4 

117 -• ~ \Moe ~h • 

.t. ~ial IOih&Uoa, he-ar, lleo aow arlo& ae far ao 

the lloaioh Dollu lloau iA lw41oll poooeooloa are coDOeraM. !he .. 

1loa4o are aow la Ufav.lt, aD4 ao I u .-.re -t 7"" are a...-o ~ \he 

Yer7 clooe aa4 fr1&417 • ....,....uoa e:doUIIC llet•ea SR4oa aa4 

:Dellllal'k I hope tu\ 7"" will reallse ""' \hie s\ato of etfalro h 

TIJ'7 41-.-ble to v.a, lD Ol'Ml' \0 rea41r a .. J'Tlco to \he 

~lpo "k,.,•k wl\h 1lb1oiL .. are oa .,..., frln417 •-• • are 
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1 ! : i j r J f f E r J f j i ! ( f i & ~ 1 I 
: ! ! : ! : ~ I f ! ~ ! ! • • w I J ! J • J ..... 1 I !:!f .. " .... , E .. 'I 

l I £ i H l f i ; t ! : ; i ~ ( l i ·r F ~ ' I 
!~~~~ ~~ l!lf£r_f;~!Ji lfJr 
• • r I J f I i f I : r f ! ~ • ! J ' I ~~12 .a I'·=· ... ,.!'!:! r 5 
1:! ~ 0 ~ .. I . ~ I . " * ' rH' .. ~ ... ~ ' . f 
i 1 a 1 i i ' r ; ~ 1 : 1 f J ~ ' J ! 1 I . ; ! E I .. I ! ! ~ = I ~ f • I ~ f t [ E ~ 
... i i l l l • ~ f i i I I ~ I r ~ c = f • • : l ~ : I r a • ~ . .. ~ l I ~ l ; r ,- ! I 
t~·l f Iel""!~• liri • If • : i ~ ! ~ r • r : I i f f E , e ~ : ; I :!.1 1fll~ ""' "' ~ ..... " !1. 
I ! ; : i i i I I ! If I £ i ~ I [ f i I I ! ~ r 1 ~ i I .. r i ~ a I r t ~ f r 
i t E l ; ~ r i r ~ ; r ~ r ; ~ ~ 1 ;' ! ' ( J 

,. ... ~ I ' : 

~ 
s 
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IW U. .. , 'h I "'• '• U. -. ... _, 11 ew 1ft-

of ,. ........ 1M • ' 1lill .. =•• 1ut of ... ten, 

I Mpe *' ;rea-.~ ..U _, U.t MMitl- wlll 

ollup ...... u wUl ._. JOeei\le t.w .... - ...a, 

........ JW WwolluA t ... ,_ ftl-'le Ulp I ....sa 

wUII 1<1114 ..._ ... , 

Tftl'o alaoerelT, 

(~e4) liz ••• 

• 
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0 
0 , 

T • 
011 I -· ,_ .-.. 19111: 

~~:UMII&l. 

lrw Tarlt, 

··e'·2'} 
\o \lie DH4U of ~Ywipo ~- tl'M -· witll ,.... !Ide 
-• r••-'• proonla of •-• of IIP1olo dollar 1loa4e oa 
a...u• llu4a u4 -..a. of \lie to1lcwilll loeao ere oooc.,..... 

liJII4oa of Do-t. 6~ 1921 
lliiC.SO. of ~. 'j-1/.2'{.. 1925 n...,_ of -11: • .._1/21-. 1921 
Daaioll ,.. .. _.. :r.ou. ~ 1_921 
............ Jluk of :o-lt, ~. 1927 
ou, of ~. 5~ 1927 
ou, of eo, tecoo. "4-l/ 2'{.. 1924 

1Jo llaft - -'I.Milll \to -·Uoa of ,.,_, of ~ oa14 
~·· witll lnirlcoo IHII:ollnk u4- 0& ~ )ler\ of ~ ~ 
lraU-.1-.M 111'0 ........ \o t'l>ltUl \to !aaloll o\Up\I.Ga t o U.. 

a.Ml. ---1-• of ~ .u lMaa. - ~· llkoh•k 1o 
wlll1111 h 7J1&T \lie lw41oll _, bolt.ro aa -• •• \lie cnti\ 11ao 
- placo4 at tllelr U•oalla lrft rwt, u4 ~ lilto)Uli: llao pYa 
"" \lie tonal aa-• \lla\ ~ wlU oalT aiDt ,.,... \o ~Rti. 
bo..S..\oldao u4 .U. t» ,.,_-. ..,._, oa attla.ito -1111 
\lla\ t» \oa4.o aro 1a \lie poo .. odoa of S.Uolo clU- ea4 llan 

'booa eo alae• AJril \lie 9tll 1;.o. 

•oa \lie uo ... • lo o\talaM ploaoo p'I'O "" to~lllo .-.... 

Tov• tal \lltl&111. 

••IQ a!IO'wll 

Regraded Uclassified
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nm••--· 
..... ,-••. c. 

Pereop•, • • !MrQ. 

-
Dear Kr. Secretary, 

I eDOloae herein tor your 

pereonal and aeoret tntorution a 

copy ot 1b e lateat r eport reodnd 

tram London on the lllil1 tar:r 11 tuat1on. 

The Honourable 

Be Una me, 

Dear Kr. Secretary, 

Very ainoerely yours, 

Henry »organtbau lr. , 

United States Treasury, 

WaabinStOD, D. O. 

Regraded Uclassified



m rM:=um 

Ia hM I:U. • .,._.. ..... eft " rt ., at ........... , ...... "'-· 
le 011 ,... ....,-1111'4 tliO Me8 • V.Wbr e ' 1 1 .. 

.... eat. 

lo llu'e4ale OeBo T • •••• 111M U... SliJltll 

...,s.1 .. , YeaeJl belte?ee ·~ .upplJ u tp -.t.a 
ea..,_. \o tale north Htt at 11 llo.ae. OataUae 

tll'lnn at\eokH law wUb ~. llut wl\llou\ n_, 

opar atlo.. eoatlDuias• 

&. DvlD& all' r d 4 .UelWl41'1a Bv bour nip\ 

Of lWII 20\11/.tht 110 IUI'fal 01' alll\U'J U..St oa ...... 

11 . Bl'1 Ulll lll1P of e,ooo \ou bolalee aa4 

nat 111l1ltt 1a ooa<roJ or f or-r ni p \ of lUll& .tht/a .... 

le CoiiYOJ prnloudy al&btl4 ot t L&III)HilM 011 

lUM .... atteokl4 a D4 a etlua aha4 Mrt~at •••111 

'• 1 W A yt 119p t . Ia~ 00.,..... 117 oftena1n 

pe~ ttr AJ'.T.s . appear• to ~·• aarl'114 out 

esteaal"' reoo•VJ ot dlr&llet <rab l olea. 

e. !!JIIO"•P• 111pt ot lw:la l ht/2!a4 a&dll 

ettaa-..a •• a1a1p 11t oa tll'l. 

1. ABISPIIIA, Anar abai'P ensaa-llt lWia I Otll 

our troopa o~turad prtpll'l4 &n&mT poalt ioa 111 alla t 

wet of Leob-U lDfUotlll& ""~~'' ca waUllt 1114 

,.,wr!a& rour p.ae a liA !0 • obl ae ,..... -u ,__,. 
pv\lta e\lll belli& roua414 up aoutbwet of tlo« ... 

DeMJ'WI'• ban ooatlr_. prt- of e,coo 
'llbi\1 ..a 1,000 Baa4e 10 alloa oor\b of Dlbartob. 

Stapa balJia UltC t o 1'011&4 \hNI UP• 

10/ 
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••• 

.. ,, .... -W' ... •- D .. _ le -==· - .._ • =- - • II a - II I 

---- "' ....... leW. --~.,_ ..., .... s-........... 
Uo ~ 'ftcn1a I CHI anlftl a\ tM -

a •• -- et lllaeltUlo 

11. IQUL til D"l• ,_ Ullto .... U. et 

,,. h'• ,,, ... ran.., ••'" n leallllrouu. 
asa..a ...... , • or tlallton aew aa •-" ut 

' ..... , .... ...., tlchtar• 111 .s, _ _. ... '1'wo--

~·· "-' - pilot Mtao 'nle Bl .... IM alae 111'0H~ 

••••OJM - ...., ai.I'Onft aa4 IMUoJM aaotur 

...- 11M all'n~ 11eoa •==•• 'IIJ' r~taro. 

11. •sallt of IUO lln/UIIto .._._.., .nponet 

....... ~ llaa re\unolo 

~ ~ or 1.- .....,...... lU ' n n• _. te 

• ... wmo•·• ••• ,_... aluS..o ,._ 

••std ,, __ .... alNftft opuaWt acal•' II!JppS..o 

• 
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., 9NIP!P m PPPJgwqr P IR!JP d1 g 

!lnltm allllll JIIUoBIII 
lo. 1M 

G-1/~ 

IQJIQI 

!rho infor.atlon contal.no4 in ~hh oorho of bulle\int 
will be rest ricted to it .. , rr .. otfloial oourcoo Vbioh or. 
reaoonabl,y contiJ'IUICl. 'lbe luoono noooooaril,y aro wnteu .. 
ud 1D uo eenae ~~&t\u'e atwliea. 

!hit 4oCUZODt it boin4; chen 8D qpron<l 4htrlb11Uon, 
an4 no 11441 Uonal eoploo a:ro a'railoblo in the ICiU to17 lntal• 
Us-nco 1)1Y1oion. ror pronelono conrnlnc ito reprodactlon . 
toe LeUor UG 350, 05 (9-19....0) ~. 

!hlo 11 tho flrot of " oerleo of three bullotino booed 
upon lnfo't'II&Uon contained in a llri Uth han4boolc for llp t achille 
cunnoro. !l'ho hao4boolc vaa vritton b7 a ret1ro4111&J.ioh arrtT officer 
an4 ih publication vu approTed b7 tho )(l.nht1'7 of lnfonoation. 

'lbe aocond bulletin of tho oorlu will conr ol.aU.a:r 
4ata OD tho Jiron and the l!otcbtiu licht wchlu CQDO, tocothor 
with fi.r inc inotruoU ono, and tho th1.rd v1U ctn inotancoo of 
liCb~ MChlno cnn auccenet aplnot lo ... NUs airoraft. 

OOA*Mti .. 
1 . GJ:IIIR'L 

8. • 303 IMIS 0011' 

3 . • 300 IMIS 0011'8 

4. KiliOll TAIII.t.T%018 B&'lWIU Till • 303 AID !Ill • 300 

IQ QNFUA' • N!IJWJSII II gmqa l!"'Tf 

-1-
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Or~4' ln\ro41ocM lnto \be Jrt Uoll I.ZfllT mille ""' 
Vorl4 'tfv \o wppl-\ \be fire power of lllfAII\1'7 pl&\oou ~ 
g:roWI4 tarph , Levte 11ct>t lltoOhine C\IAI are 110v u .. cl M1DlT u 
veapone of Allttatrcratt defenoe - both aohore t.Dcl afloat - aptut 
low-f4'1DC ~~~~ aircraft. 

~ot grCWicl tergeto, obort buroh of about t111 rCWiclo 
are IUtt1o1eDt for coocl tire ettoct, a treoh at. 'boiac t.a.. after 
eaoh buret \o 111aure &OCU>'ae7 &Del ttro control. l'or 111tta1rcratt 
detente, boveTer. abort burata are 1Datfec\1.e, &Dd contiDDaua fire 
1o euenttal, Vith 1h opecotal air cool1D« orotu, 'he ,303 Levto 
1o capable of ouotatucl tiro \o a CX"e&tor doer•• than other atr 
coooled auto-.Uco, ODd ta tbua vall auttacl for uao 84latnat atr 
tar~h. 

!rho rtQg foreatght formerlT f tttod to Lovia ew>• vao cledpod 
vbeD the 111&:<11111111 opeecl of a plane d14 not .xoood 150 M.P.B. It 
prondld for a lead of otx cleg:reeo , the &1161• of cletleotton neoclecl 
to 1118&6e a target croeetQg tho ew> pot1t1on at that opeecl. SiDoo 
thto rate hao tncreaoecl to "" &'fernge of about 300 M. P.H. - ftghhro 
tlr oolllt4ora'b4' faster thaD that; 'bomboro ooaowhat olover - tho 
&Dj!ll of detlootton neceaoary t o ensago tt.rceto oroootnc at rtlbt 
&Dj!loo \o the line of fire te now approxilll&tolT twoln clet;reeo, or 
double tho old ancle. 

!ba roaul t 1a that not onl7 hM tho riD« forodght 'bee..., 
o'booleh, 'bu.t ill a4clttton tt baa 'bean fCWicl I.JopracU~o \o ~ 
~ dllbt on aroutQg t&rgeh .. 'finll at top opeedl within etfecUn 
-· i.ooorcl1ac4' , ata1llj! ODd tire control aro now carried out 
'b7 the ' boooptpe• .. thad of contiDDOuo tiro, atdod 'b7 o'boenatton 
of tracers. 

a. • 303 LIII' qgr 

the ,300 r..vta to atr cooled, Ill"' operated, ancl _.su facl. 
Jol'llal4' the _,illo, a ctroular rotattnc otool clrull , ta M4e to 
bold 47 roWido, wt the cleoiCD of the clruiD enabloo it to be llllarcecl 
to clou'blo normal otoe. So• of tho onlareod 94 round ...,.stuo are 
in uao, anc1 thor han greatly inoreuod t he 'laluo of tho &UD for uoo 
apinot atr tt.rcete. The . 303 hu the followiac obaractertoUoll 

Voicht of &D 
Yelcl>t of 'blpod 

2e ro: 
3 3/4 l'b; 

., QNPIOJ 'P 1JI!II,ICGICI II llifiCJ JZ"P'tif 

-2-
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Welt~>~ ot -iu (~~~p\f) 1 1/2 1\t 
Yol&tl\ ot -""• (N1) • 1/3 n 1 
~ ot Cllll 110 1/2 l.A• 
LeDc\h ot barrel ae 1/4 1A: 
llo~ raM ot t1W 10 r011114.o 'per oeooll4; 

I ~ • -lDoo - about 1110 
l'01md.a - per alwto, 

248 

~ barrel lo ln olooo con\aot, tlu-0\ICbiiV.t lh loncth, 111~ 
an el1111i111111 ra41ator caol.nc. Co11eontrat.t 1A the barrel aou\bpi ece 
and troa thence otr~ "6&1not tho foro radil\tor oaoing, the ,..,,; 
aot to o.rbte a T&CUUJil and conaequent IUOtlon. which draw a cou­
t1DU&l currant of cool 1\lr throu&l> tho radiator n-o t1JD.o 
rapid4' expelll.nc hoat tron tho barrel. ' 

t'o IDture eftll gaater 'f01UIOo of tiro for ut11\lrcraft 
purpooeo, Lovio guno aro oloo uood in nanJ. craft, aountod 111 pair. 
or ln INl.tiplo fono to • .._ •• dhe holobon attactlnc oon~, oto, 

Vhan tho &Wl 1a fl.xod on an ant11\lroratt IIOUiltlJ>6 - oi thor 
a foldinc tripod or a nrtlcal pillar - it 1o hold accord1J>6 to ono 
of the follo111DC aethodo for fir i DC ll(l&lnot 1\lrcraft: 

a. Owl 1o reo hd tlral:r oaalnot hip with 'bu.tt 1Ul4or right 
ara, and h hold dow by loft hand preoeinc on eaall of 
'bu.tt . Sighto cannot bo u.ood, l\lld olevu.tlon o.nd point of 
1\la muat be oatlmatod: 

'b, Owl h hold tl&}ltly to ohouldor, SiShh 1111q be uood. 

3. • 3Q() LIVJS GQI 

Lovio guno of ,300 calibre purobuod troa tho u.s • .t.. are the 
... o u thooo u.ood b)' tho Ul\lt.t Statoo .t.ir J'orco ln ito 1\lrcraft. 
Sinco tho opood of tho pll\lle tbrouch t bo 1\lr autoaat1call7 coolod 
tho , 300, no qat .. of coolin« waa noe>eooar:r. &114 the gnna wero not 
fittad 111th el1aillllll rediotor ODd radiator c ... l.nc. .t. conoidarablo 
ro<tw>Uon in wis)lt waa thoreb:f accOIIpliohod, tho ,300 Lewio woichinc 
about 17 pou114o aa coaparod 111tb tho 26 poull4o of tho , 303 &liD• 

In ~d, boV8Tor, tho , 300 bu boon lo~~~ed to tho­
Ouard, not to tho .t.ir Corpa, ao that tho CW> thoro h&o no nawral 
coolin& o;rotoa and hoe .. noraol u ta of flro lWtod to ohort bu.roh , 
Oonooquontly it i o not eo vell oultod for antiaircraft firinc ao tho 

.303. 

• Lovlo jllllll """"ted ln aircraft h&ft boon apeo4od up tor air fightlnc 
to ao roundo per oecond or 1, 100 roull4o !)Or alwte, about double the 

no~ rate of fire. 

_, QNRIOJ TO mt.I'flTIQI II sgyi(;I JOVBVtJ' 

- 3-
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10 OBiJCZlOJ 'l9 IVllLIQMIQll II SJRYIQi ,mrmea 

.,_, aircraft di'ring do"" to attacl:: t roOpo oa tile •w, 
or other a111t&z7 obJectheo, are tleetbc tt.r&eh tbollcb. - preoeat 
~ulwo f or olll:r & few oecoD4.o at & UM, At IIICb -te ..U 
ua1h ....,, protect themoolwo vith the ve&poao &t their 41opooa1, 
&114 1t 118¥ be aootol&l')' to uae the , 300 Lovio to ·- nob pl&aoo, 

4 . HDQI !pttTIQQ MDI' m .30J MD M e300 

Ao14o from the difforeaoo 1n cool1D& qohmo of th8 W<l Lovio 
SUA• • the ,300 type ,...,.1oo troa the , 300 &O followt 

a, Tho cocl<iag haaclle 1o fitted oa tho l oft-haD4 o14o of 
tho bocl7 1Dote&4 of oa the rlcbt: 

b , Tho p1al.on 1o p&iatod v1 th & rod b&Dd to dioUnauioh U 
froa that of the ,303. Tho pWono of tho W<l &!'!'& are 
aot 1Dtor~ble. 

c. The tr1flGOr opr1Dg 1o f1 \ted to tho oaar, and not to 
tho tr'1"or 1taolt, u 1n tho ,303; 

d. Tho sao roc:uJ.ator hoo four hcloo - lloo. 1 , 3 , 3, and 4 -
VIU')'ill& 1n she. That of tho . 303 hoo ho holeo cnl7, 
Tho gun ohould be r oaulntod oo ao to uoo tho oaall oot 
bolo that g!Yoo eutf1c1ent goo. 

o. Tbo (lao ehaa'bor 1nclu4oo a t;ao chAmber gland. 

xo OlhliQTIOI IJ,IQ PQBLIWIOJ ·. II SiijtJIQI JPJ'B'H§ 

- 4 -

• 

Regraded Uclassified



( 

250 
• _ ... 

LI.D., W,D, 1.1100 •• • ,_ •• lNl. 

I. ••••n """'· 
.21:D1141 Oenaa alA preoi'QH 01- \o 'be 4.noloplDc o.lODC 

\be auo loDip'ber~YU.- (LHbaaDia) &114 Llarr-.liOT, !lui o.r.u 
are a4-lll& OD a llroa4 tron\ 1A Outro.l Pol&ll4. rtii>Uac 1o 1a 
procnoo all o.lcmc \be troa\, hl pMro.l \'be l"taool 'T ot ooalla\ 1o 
o U 11 UD4o\erai.M4. 

~~ !!erppp lo 4e\alle4 reporh a'"'llablo. n 1o .... 
.-4 \hat \be prt.ar7 alr effort COJIU-• -lllot tu lluaolall alr 
to.rce all4 c-..tcaUou, 
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