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- A -
Book Pap 

J.ra-t.iDa 
See Lat.ill Mer1a. 

Au.t.nJ.a 
See liar Condit.icoe• St.r ategie llateriale (Wool) 

- B-

Bauxite 
See liar Condit.icoe: Jat.herl.anda 

Baol<, J. Losaiq 
Chell coo.e~~ta oo future plans - 8/7/ JJ). • • • • • • • • • • • • • • • 290 2.4 

- c -

Cheaieal, I,G., Corporat.ioc 
See I.G. Cb!OIDJ.oal Corporatioo 

Ch1Da 
See Iar Con41tiona 

Corlngton, Burl1Jls, Rublee, Aehescm, and S.orb 
See st.l>Ubetioll 1\md 

c071e, Dt.rtd cueba&D 
See Be-.e~~ue Rerlaioo 

Delltrof"ra 
See liar Conditions 

Dutch .East Indies 

- D-

See 'kr Conditione• Strategic llateriale (Oil) 
Dutch~ 

See Iar Conditiooe• latberlaDde 

-Y-

Ford, He1117 
Weatriok (Dr. Oarhert Aloia) atte~~~pte to persuade 

Ford to pra,..t United st.atee aid to Great llriteill: 
Federal. Bureau of Inveatigatioo report - 8/7/1.0. .... 100 

Forei&D l\mda Control 
See 1er CODditicoa 

rr...... 
See War CCI>41tiODa 

, 

• 
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- G-
Book 

GuoliDe (AYiatlaa) 
See lr&r Coadit1aas: Export Control 

o.a.ral CoUDaal, otf1ce or 
Report or projects duriD& JuJ.,r 1940-................... 290 

Ge%'11&1Q' 
See 11&r CoDd1t1ona: ForeiCD P\mdl Control; Cersoaey; 

strate&J.e Materials (OU) 
See also Westrick , Gerhart Aloio (Dr.) 

Gold 
S. 3977: Relating to purohose of certain foreign gold 

a) Treasury reports to l'llgDAir (Chau-n, COIIIIdttee on 
Banking and CUrrency) this should be part of study 
now in progreaa concerning national banking and 
•onet&r7 policy- 8/7/40 •.•••••••••••••• . •. .. ••••• 

Great BriteiD 
See 'lf&r Conditions: Destroyers; 111lit&r;y PlaJining; Tanka 

- B -

H011aiDC 
John B. Pierce FoUDdat1on 82600 Rouse: Plane &Yailable 

tor Ra.y defense housing- 8/7/40 ••..•••••.....••••••• 
Hunpq 

See 'liar CoDditions: Strategic Materials (Oil) 

- I -

r.c. ChYical Corporation 

8 

2S 

196 . 

Report on relation between A.oer1can and Swiss branches -
8/7/40 ................. ::.............. ... .. .. ..... ... 126 

See also Book 291, page 101, and Book 292, page 40 
ItaJ.:r 

See l'&r Conditions: Fore1gn P'IIDda Control 

- J -

Jape~~ 
See Tl&r Coaditioos: Export Control 

Strategic Materials (OU) 

- L -

(Arlat1on Gasoline) 1 

Latin A.erica 
ArPIItin&J IJru&uq: See flar Collditiona• strate&io Materials (lool) 
See alao 1!&r CoDditioaa: Strate&J.c Materials (OU) 

Letrla 
See liar Condi tioo• Foreip luDda Coatrol 
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-·-
llaritiw c.-iaaicn, Ucited States 

See liar CODditicna: Export C011trol 
llaxico 

• Book Poe• 

See liar CcDditi011s: Stratepc laterialo (OU) 
ll.Uit.ary flenn1ng 

See ftar Conditions 

Navy Depnrtment 
See Houa~ 

lletherl&oda 
Dutch East Indies: 

- II -

See liar Conditiooa: strategic llateriala (011) 
Dutch Surinaa: 

See lrar Conditicns: H•therunda 

-0-

ou 
See War Collditicma: Stratepc llaterials 

- p-

Poland 
Seo liar Conditions: Strategic M4teriala (Oil) 

Revenue Reviaioo 
Excess Profits Tax: 

-R -

Corle (David Cllshloan) rcugb clratta or 1111Jr 1 s atat0ent -

8/~{'~~;;;;.;.·;t ·;;~;;,;.;. ~~;~~;;. ~;.;;~~;. ff.jj;; 290 
Bell, Foler, Caston, Corle, aDd S\lllift.ll •••••••. 

b) Reading cow: See Bock m, l*i• 102 
Ro.....,ia 

See liar COilditiona : strategic llaterials (OU) 

-S-
Sbeldon, WUllu DuBose (Covington, BUrling Rubles , 

Acbeaoo, and Short.~ 
See ste.bUiaatim Fund 

ste.bUiutim Pu.nd 

128,16:) 

l:)S, 2l8,2S:) 

Sbal<lm (1'1U1u DuBose), or Co•inston, Burling, Rublee, 
Acheson, end Short., told that 110 eiAt.....,ts interpreting 
Alit end 110 reports were anlle.ble to the public -
8/8/40... •. . . . . .. . . . . . . . . . . . . .. . . . . . . . . .. . . . . . . . . .. . . . . . 325 

.. 

• 
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sut-h bJ IIIUr 

~··· Protitl !ax. 

- II - ( OoaU..u..S) 

0071e (DaYid Cubauo) roQCh drert• or 1111Jr•1 

Boot 

et.at .. t. - 8/7/40..... . ........ .. . . . . . . . . . . . . . . . 29C> 
a) Diecn&aa..t at. Tree8UJ'7 cOil!ermoe; 

pre••t• IIIIJr, Bell, !'ole)', O.ataa, 
COTl•, &Dd M.liYU .••••••••••••••••..•••••• 

b) Readins coRr: See Book 121• pace 102 
Surl.Du, Dlltob 

See War Cond1t10DSI letherlaade 

- 0 -

o.s.s.R. 
See 1l&r Cond1t.ioaa1 strat.esic llat.eriale (011) 

011.1 t..s liJI&d .. 
see 1l&r CollditiOGB: DeatJ:'07•ra; IIU1t.&r7 Plannlna:; Tanke 

OJ:'~~B'~q 
see Letil> Aaerica 

-I'-

l'ar Cond1t1oaa 
.Urplanaa: 

Oopiee ot prosress rt~port (not att.ecbed) on planes 
and enpoes sent to Knudsen, liar, llavy, CoUDcil 
ot Rational Defanpe, ate. - 8/8/40 •.••••..•••••..• 

VaQBban (CQJ:'tisa-l'friibt) <liocuuoa de1her1es with 
IIIIJr - 8/8/40 .................................... • 

Chil>&: 
Bura Rotld: Restricted trattic reported b:r Aaerican 

CoDaul, Raacoon- 8/7/40 ••••••• ••••••••••••••••••• 
Ch• reports oa ooaditioae to IIIIJr - 8/7/40 ......... 

Deetro)'ere: 
Orseney ot 110ed etresa..S b)' Churchill - 8/7/40 ..... . 

a) Knox letter reiteretlll& lU'ii007 .............. .. 

IZcb&D&• aarket resmo~- 8/7/40 .•••••••••••••.•.••••.•• 
!Zport Cootro1: 

Routil>B or applie&tiOGa tor export Ucenaee tbroueh 
state DepoliUent reported on b7 YOWII - 8/7/J.O •.•• 

a) Stt.aon and IIIIJr diacuea ••.•••••.••••••••.••• 
b) Interdeparta•tal Ac!Yilor:r Oa.itt.ee' a place 

11> acbe~~~e diacua .. d et 9:30 -til>s - 8/13/40: 
See Book m, pap 191 

1) l!elAtiCID ot liar itt.. 0011111oe1oa: 
See Boot m, p&ll 119 

Re.--ticm or l1c-1 OGhtall<li.nc em l'41¥ 2nd DOt 
DeOeeMJ7& lataoD -~- - 8/7/J,, ••• ••• ••..•••• 

0..101.11>• (.l't'i&Ucm): Marco tc Jepua 1tart1 •cbaia 
ol ...-.• 'llliob, box t.ell1 IIIIJr, will toroe la1JI 
•w Ua1lllt All-' ..._. 111 11 1l1ll1JII tc ....s tJ.e 
ID!ted Ita\ .. flee\•- 1/7/~ .. ...... . .. .... ...... . 

128,163 

135,218, 253 

I 
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23 
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33 
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197 

182 
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lar Coo:!itlou (CCGtilm8d) 
rora1p PllzloS, c...trola 

0.J'II&IQ'I 

- I - (Caltt.aa.d) 
Boolt 

?~o Oil &CC011Dto b)' CbeM lettooal BUlk..... 290 
$100, 000 t.nuaaaot1CG l"r<a Barlil> to S.... PraDoleco 

reported b)' Federal Bureau ot lDY .. tlptlCG alld 
Pederel ReoerYe BaDI< ot low York - 8/7/40 ...... 

It*i4~~~:~. :~ • ~~~~:~. ~~~ • ~~~ • ~~~~~ -~~ .~ 
Latvia: ReSU].Ationa tr&nllllltt...cl to AloerlO&D Lea:at1011, 

Rip - 8/7/40 •••••••••••••••••••••.•••••••••.•••• •• 
Relief .l'aJDianto to Blocked Countrleo: Ohubarleil> 

report - 8/7/J.Q ••••••• •• •••••••• • •••••••••••••••••• 
a) Conference; present: IIILlr, CbuberleiA, Long, 

LiTea-,y, and Bell- 8/8/40··••••• •••••• •••• ••• 
b) Rec.,.mM!atiCGs to rtlh See Book m, pap 122 

rr....c •• 
.&aoarlCIIA BUlka: Report 011 traataent. accorded tta• 

requeated l"r<a AllariCIIA IW>aoq, ViobJ - 8/7/40 .... 
O.r.&J~7: 

Tra4a aa:re-ent b.- Yuaoalerla ....s ~ -
8/7/40 ..•••••••••••••••••••••••••••••••••• ••••••.•• 

11111t.ery Plannillg: 
Reports traa London tranaaitted liT Lothian -

8/7-8/40 ••••• • • •••• ••••••••••••••••.•••••••••• • •••• 
lleth~rlan<lsa 

Dutch Suri.Du: Britloh lcbaaay raporto on rear or 
attack b7 Mrohant obipe fitted out b7 Gertoallo 
in South America- 8/7/40 •••••••••••••••••••••••••• 

a) Bauxite allpplleo larp 
Strate&io Materiels: 

Bauxite: See ll'er ConditiOilSI letherlan4• 
0111 CoaaerntiCJD or; cODterene~e att.auded b)' Ie~kea, 

box, h»r, repreoeDtatiYeo or oll cc.panies -
81~{~t~'E;;t'~d1;;'4i;~~;;;d·~·4~t;ii········· 

1) Doatructim ot propertiao 1D caaa of 
aeisure b7 Japan dioouaee<l ••••••••••••••• 

b~ Japaneaa 1.8porta aD4 etorace diecuaee<l 
e~ lexioaD dtuatiCG diacmaee<l .................. . 
4 DiacmsaiCG ot 

South AaeriCIIA •uppliea •••••••••••••••••••• 
0eJ'II&IQ'-IIua>car7-Pol....S-llo-a a1tuat1on •• 
Ruaeiu aituatioa •••••••• • • ••• • ••• •••••••• • 

110011 Allatral1an purohaaeo and their atreot DD 

~aentina and Druauar dioou•ee<l at 9:JO •eatiD& -
8/7/40 •••• •••.••••••• •••••••••••••••.•••.•••. •••.. • 

Tlllko1 1011111 reports Oil Brltiab altuatiOD attar talk 
with 0< Mer ot Britiah tuU: bripde 11> n...dera -
8/7/AO •••••••••••••••••• •••••• •• ••••••• •• •••••••••••• •• 

!llcoalerlaa T..-.le acru aat bet- O....a,r AD4 Yuaoal.nrla-
IV7/40 ••• ••••• •••••• ••••• •••• ••• •••••••••••••••••••••••• 

28,181 

188 

174 

171 

192 

ll8 

' 
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- • - (Oaat.t.ud) 

IN\rioL, ~ .l.lob (~.) 
1\t•p\a to ,... .. 4e Fazod (~) to Pft"D\ 

llllited ~t- a14 t.o ar-t. lri\dal ,~ ·-
of lantrtip1,1ca reporl - 1/?/40 .•. , ....... . .. . ... 290 

,... 

- l -

liii!OIIla'ri.a 
S.. liar Coaditicma 
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CON FIDENTIAL 

..,... ....... JQI fD m• ar ftAI7 (lo. n ) a 

..., 
II 

....... '· 1140. 

MJoola ... ..,.. t... Klll\117 .Uteo~MP. 

l'ollow1ac h a panopilraae4 ••- t... \U llll­
'1174\~ ....... 

"WI· nt. U tM. t·•t,,.. Jt Ma ..._ ....,.ne& 
'117 \loa 1111'117 4\~ et \lie • .,...,; of llllJU. \lilt aMJ.UeMl 
lplllalll\1 ~ ...... lll!e4 ... \Ill\ , ... llaft ... -
•-•tl'aUou et le4 4nlr lUlU! la W.l....,_ I11toa. 

-=·· IIJ.al, 

~ 1 

JlrtpUer '--1, 'D'. I . An!r. 
4o\U. MPh-\ Wet of 1\atf, W . 

hplH \I I leursl .... 
ftatallept . 
em ... 
11r. llorrent.bau 

I 
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10, lM 

1. W.et.m !Mater of War. 

1, 10 CI'O..a operaUou • 

2. ,t,1r JoNe ()peraUOill, 

11.1.1'., V,D • 
...... , 7. 1140. 
12100 II. 

!be O.ruD ,t,1r Joroe -.411 attaob oil airdrcol•• 1114 
_, feotorile !.a Bootlea4 all4 eou\bwot 1Dcle4 all4 Valle . 

At llaet - of bee ra14.l ware 11141 in «.rl~t. lbii.Jo in..,_ 

llv IIIPMI'II to ~~aq be• relaUftlT lov. 

!be llll:rll ~ J'orce aollducW lli&llt operatiou .,.,... 
llolll&114 all4 Wlt.l'21 Oenlazl;r, Aoaol'dillg to 0.l'Uil IICCOUiltl oJllT a 

fft plaDIIa were .-plo,-.4. 

U. !1!41tarrp!&!! !beater Of War. 

1. OroUil4 Op!raUou, 

!be lteliall forcll !.a Jut Africa e4YaDCe4 iAIIO Jritllh 

loaalU&114 iA three v14e1:r MP&r&te4 col....,., h directiou ot ad.­

,.....,. ....... ellT OOilftl'~ Oil Jerbera. llo t.part .. t JlrocrMI hal 

bee reporte4 of the I+Aliall edY- lllto Jcrpt, !lw Jri\llh a.­
feaae 11 1&1.4 to be eupporte4 b;r the .Britilh 11141~ neet. 

2, ,t,1r J'oroe ()perat101111. 

!be Itllt.ll .u.r 7orae iA operat10111 cla1 .... ta 'be h 
larpet ;ret -t.d _,it ap!Mt 1&114 abJeatlftl 'bcabe4 Wla, tiM 

Al~a llatnll railwq Ul4 traap OOil-V&tiollll in Jcrpt. 

· Ill , M1ao!1Jc·o•. 

'" · 

2 
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CONI l{)ENTIAl ,.._ 
/""'V 

.a. telecr• ot Aq1a.t 7, 1suo, tro• tbe Aaer1 .. • 

OoDiul d RaDcooa, rea4e eubetanUell:r u toll-el 

.la Wll1a1hd auaber of boDde4 Buraeee and 200 Iouth.-

weet truolte ere a- allowed to oerr:r oa watt1o o•er tbe 

h1.ghwq beweea lluraa all4 YlUUlall. 'fheee truolte .uet, bow­

ner, retura wUh1a l!O da:r• to B~ It tbe wuolte ban 

a full load of arUol .. wbloh ere DOt on tbe proh1bUe4 

11et, tbe7 JU,)' eaoh oerr:r a tued allotaent of leo &ellou 

ot gaeol1ne ae fuel tor tbe ro'llDd trip fro• Laeh1o aorou 

the border w1 tbout regard to where their 4eeUnat1on 1e 

ill Oh1na. It 1e expeoted that llftder th1e arrangnent 

tbrough traaeportaUon will be re-84 eoon. 

3 
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~~ 

CINFIDENTIAL -
QOiliDDfitl, 

A hlell'D of Aqui'C 7, lHO, fMa Ooa1111l. S.e4 

at llallol, r 181!1 nbetaaUI117 •• followll 

!he Jreaoh autbarltlee ha~• aP"114 to a re.-.p,loa, 
~ 

•• fro• .bpet 7, of traaiPortaUoa of oarp to ~ 

ehlaa froa Cblna, aooor41nc to 11lforaat1oa reoe1~14 111 
Coaelll. S.ed. !hle l.nollldu the tru1110rU.Uoa of oarp 

deet1ne~ for fore1cn oouatr1ee. V1thln the aear fvtare 

23 toae of Rl4 Croee euppl1u are to be 11nt to Ohlaa. 

fbi Oonelll. hae alao reoe1~14 11lforaat1oa to the effeo' 

that autbor1zat1on hae been 11~1n for the traneportat1on 

to Ohlna of oertain ola•••• of goode. Bowe~er, th111 

coode are of no illportanoe oouero1all7 •• 71t. In41-

oat1on• point on the wbole to a et1ffell1nc of attUadl 

tcnrv4 the Japaaue on the part of tbe Jreaeh. 

I 
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... opy ot paraphraee to rru:..:..:;ur,y t g~G:! 

•anp~~r&M ot wl ........ M1.l ,.. ~e.ua, • swt ', s 
lJMt • 

... oe...., 111M -.. NpOfte4 l!W t111e .. _ pi'Uo, •• s 
- te1&Ua aft ll"*· It ... ..u la lei'Ua Ia ... ~ 

dNlH tbat for .. Me411' U tJaat - le• ..... a wi11 1 'M 

..vlo tou ot ..... eea1 ....... 1lll1 '- .. Uftli'M 

'Mh'"'• CMt ltllee, pa.Uta, ·s le•'• _. _,. .... l'lala, 

~~~~~...,.DUel late ~ of .. (JIF 

.. o.- ..S alee lup ••• ot alae ..S lto oo-... 

~-·· 1 ... aa4 1_..4 OOFIIDU.too, OftU alai ... 

'-alto. .., II to et .,.,, oil ..... , ....... eU ..... , 

....._,ole, •tu...,.. 1111 Mk 1lll1 ._,, .. ,_ leu ~"'-'· ..... . ., - .. .. .... . .. ., ... , 

..S OOFII 1iMella ~ wU1 ellllp ........ IMiU. 

.. 0DA et Sept !IF 111M--. II .... lt U ..U. 

At tbat .... Nl ..,. ... ., ..... I I will .. ..,.,,,. 

_. lt -. u a INA aep et el._, a thna 1lll1 ... 

..... , .. II ,. 

"" ........ tUfiOIIIl., ... ., .... s-.1 ..... 

.... 1 .. , 1a .....,... .. -. .. ,.._ .. a. 111 a ... r=, 

·~ pda, • '•' ... •a1 ll,lll,lfls _ .. t1 11r •"n •• 

'W _, et ll"-1 ... _. - '- *al 11 'W ..U. It u 
7 &l •• 

• 

-
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a ......... ••1••-----~~··-~~~~rz 
•••-lillaiii.S till ...... Ill IW'$ 1 - lt 111J.l.- • ''-

.aa., e qp 7 8 a' ?.a liM 4UI tt pao't Wlr ,._ 
,...,. .. ,.,_ .... -*' , ••.• .... ell ..... ,.,... 

.. el$1111 = I• ....... !"·· lt ...... --

Ill It W• 11111 lie wal I 1 I Ill .,nn ' r P 1 a - . 
1lla II 511a .... , h flleelll .. &I IS 

" 7 a I a Ia tt Yll KISS' _, 7 a a' r1a 

1IIJ.l II h ... lt U MU I It M a F 41., till a I 

-· .a- •• u a ua a ... , a d wn.a 1IIJ.l • m , 11 

tt •wnut _., "w 1ta a1"ta tt •~-..,, 111-... 
~ .., Mil IS 2'. 111 -•laiiNII ill fla'.lftdiN ., 

I s pell. 

7 a ,, •=u• .. ,. .. ... = .,.. .... ,_,. 
sa"-t 11r 1 r 1a c< • ... Yll we " _. .... 

7 

• ~ ... 7 ................ eo .a .. a • . ,.. ss 
%a a_. rt n•. h Ia I _ I l I_.. till·-·· a 
811aaa7ll&'ii?~'Jii~c-IUIIS_.a ... 7 5 r• ?.a X a'l II If t ll't:o 

ta ..._ t11r au? 'n,u lt • v ._. ._-... a.a .. 
't! 1t .... , .. , al ..,Milt•! IJ' ..... ZSIIlld~J1JIIIMIA ta iiD USILP Jf? • J a 

tt a u a ~112 tt 2 ,• .. • a r,. a a 21 w= .,._ 
• 

a are a OS aa= a •S,. • • •=• 
..a a 1 111 2 sun tt" a 1 a ta r • Jn, 

"*-a ,, ,_ ,. xn ... sr 1111 

• .. s a 1 a .. - .. a puJrtn 'la .. -
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• 

7 ... 
-ill-lill!i?iil011iiat -"J!IIIIIda.•• .... w&a 7 'IIV 1111-•& a 
•• a n .u1 • __ , ...... ....... c • .. 17 

2 a ··--a .... 
...... II .a.I .. IW£ .. -z d 1 ........ s ... 'ill?iillll 

• ...... .. ··----... a 2' 21 l 
e1P <• •~!liP' IWZ ;s • 

... 

-!:"' -• • 

"' f ' 
5i 

!j 
1'0 

r1 
~ ... 
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TO 

·-

• 

TREASURY DEPARTMENT 

INTER: O I'IF1CK COMMUN ICATION 

OATO AUG -71141 

In accorci&Dce with the request cont&1Ded ill llr. ~·• 

a..oralld1111 of O.c•ber 26, 19.39, there is attached & "-17 report 

of etudies or proj ecte carried on in the Office of the CleDer&l Ocnm­

eel tor the _,th of 1u.J.:r, 1940. 
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SIJIIWIX R!l'ORl' 01 stUDlt.S OR PIW!C'r8 II 
til! orncs OJ.I' til! ODIERAL COUIIS!L -

J'!!LI 00 

!l>.e tollowille Mttera nceind attefttiCJD in the Ott1ca ot the QIJ.at 

C01111ael tor the Bureau of Intenlal Re-1 

1. C..rtiti::ation of Coats UDder ViDBO!!-'l'n••ll Act. Sectioo 4 

of Pl:l.bllc lo. 671 (H. R. 9822) prorldea. for cartitioatiODB, ~ 

to nculationa of the Pna1Act, b7 the Jar IUI4 Ia..,. Departacta to 

the Coaaiaaionar of Intenlal Rennua of the neceOiitT IUI4 coat ot 

spaoUJ. additiODal aqui!ll"'lt and tacilltiea wtallad in prints 

plants to tacilitsts the co-pletion of D&Tal 'fllaMla md a.rw:t md 

nav,r 111rcratt dur1Jig the emercency period and of the parcct.ce ot 

eucb coat to be cbarcad a&aiDat ViDaon-rr-11 Act contracts IUI4 

eubccmtnota in oa.patin« allo•ble profit. Blcecuti'fll Order lo. 

846S, pnacribiD& the required rtplationa, hu bee dined b7 the 

President. There hila alao been prepcLred, 1n cooperation 111 ill the 

Jar and la'"7 Departlleota, joint rulee for the a4111n1atnt1Clll of ._. 

tiOD 4 and the Eleeeutl'fll Qrdar. SUch joint rul.N, tiled with the 

J.l'adval Reg1atar :fDl.7 1~, an auihor1H4 b7 JlllftC"oPh (9) ot the 

Ex.ecut1Te Ordar. 

Am•""• ror NYVIll ...u llr. P. 1. llitcbell hu bee attsd!,. 

dt.1l7 CODfenncea 'with Bpeoial DeputT eo-iaai.,.... liD&, s-r Cllrloe 

, 

/ 
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.JiJWI .. , Director o..r.J. ~tuM ot Pel'll, Uld A. c. X.... ot 

J.r&at.i.Da'a ron- depe.rtaat ill OCIDIMOtioa with the ooaaideraUCD 

ot the t.a IIJ'IItelu ot the United Ste\811, l'en, Uld J.r&alt.i.Da. '!Use 

contereDCe• nre cancl.Gded CD .rw 20. 

3. t.s1alattm to Allow trrt4e»• ot P't=•= 7e'l'11\1M. 

ulli•teDoe .... ....s.r-1 111 the dr&tUIIc ot lecialaUCD j4'opo•ed to 

allow corporaUona to aortobe the ooet ot tacUiUea acq'll1red or 

J'reeideot OG Sept.aber 81 19)9 1 Uld tOIIDd b7 the Adrleor;r C I 11-

eion ad either the Secretary ot lle.r or the S.creter;r ot the 1&"7 

to be Deoeeeery 111 the 111\erelt ot D&Uonal datenae. The proposal 

1e 111 ettect to allow oorporaUOIUI the eleoUOD ot ollarliDI nab 

coetl ott onr ~lite ot INCh taolliUee; a period ot the J'IIU'8J 

or the period ~ the --smq, 1t leu thaD tin ;reen. 

hlle 19401 were approTed duriDC the -th• 
(a) >amd'DI ID- Tax a.cw.-UCDe 103 u to w1tbho111DC 

ot tuM at the 8CRIZ'C8· (8 pqel - 1')40 Act) 

(b) btend'DI ID- fax a.cw.-UCD8 10.) to prodde tor 
the dieCOiltilma08 ot rec-J.aUCD8 ftCl1lir1DI pel'IXI 
to tile oopiee ot ~ t.a returu. 

(c) A m1'DC ID- Tax a.cw.-UCD8 10.) ftCl1lir1DI the 
!J19ator;rl"ll ~ OOGU1Aa"lo 

.10 
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(d) Ame~ I ncome Tax Regulations 103 aa to the 
reporting of income realhed by a l essor reaul t1ng 
from the erection or illlproYell.enta on hia land by a 
l essee. 

(e) Amending Ce.pi tal Stock Resula t i one 64, (1940 Act) 

(t) Amending Tobacco RejrulAtions 8 . (Defense tax -
1940 Act) 

(g) .I.Dend.l.ng Pley1Dg carda ftesulationa 66. (191,0 Act) 

(h) Aloe~ Stmp Tax Regulati ons 71 . (1940 Act) 

(i ) Al:lending lliscellaneous Eltci ae t ax Regulations 42 
as to telephone, telegraph, r ad.io, Md cable tecili­
ties, etc. (1940 Act) 

(j) Amending Excise Tax Regulations 44 u to guollne, 
lubricating oil, and 1011tchea. (1940 Act) 

(k) Amending Admission lind Dues RecuJ.ations 43 . (1940 Act) 

(1) Amending Cepi tal Stock Ta.x Regulations to grant ex­
tensions tor the t iling ot ro turne b,r corporations 
having no principal place or buaineaa w1 thin the 
United States. 

(a ) Joint regulations w1 th the We.r and Navy Depe.rt::tents 
as to excess protita on certain Gov8I'Dl:i8llt contracts . 
('lhasa rqpllations have been approved in the Treuu:ry 
and e.ra be!'ore the 'liar end Navy DepartDents for their 
&J)proYal.) 

s. Reports on Bills. '!he following raporta on bills were prepared 

and forn.rded: 

(a) S. 4053 - to provide Cor the designa t i on of an 
individual' a dollicile and ruidence when 
malting income tax r eturms . 

(b) S. 4098 - extending tho tillle for filing claims for 
rotund ot proceaaing and r ela ted taxea. 

• • 
' 

• 
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llllde•t for cl..-rmoe• 

(o) B. R. 10203 - to uell4 tM lew eo tMt. oicarettee 
aa:r be ecld 111 paclraCM of 1.8 or 19. 

(4) 8 . 41.84 - ezt.->c!Sns for tM t.uabla JWZ 1939 tM 
U.. w1th111 lbicb .-pl07V -t.ribat.iau to Stet. 
......plo,..,t. tlmda -:r be pa14 for tM p&rpOM of 
t.ha credit pro'ridecl b)' MOt!..., 1601. of tM r.s.r.l 
Ull-.plo,..,t. !ax .Let • 

.fJ.l ot t.ha abon •t.tere were b.taldl.ecl ....Sar tba npaniai.., of o. c. 

~. Baecl, Lecielet.ial lllld Replatl.au Diriai ... 

2M follow1Jii Mt.t.are rec.ind at.t.ct14XI ....s.r the 1eaaral llllplll"'1a1o 

of .Uaietult. Oenaral Coallall Ca1.ru1 

6. ntdgt ot .yuta bT latil!M, !ert!r• to Stnn 9f'14'n "'n'!!l 

l!!poaUt . .AD op1111an ... t.hie quat.i ... prepared b)' llr. Zarlr:T..., 

1ipecl .., hl7 10, 1940. 2M op1111.., 04XIcl11i1M tMt D&tiaul 

bealta act.1111 u I&Oaral 4apoeitar1M 01111>0t be o...a14arecl II actiJ11 

u ... Sl~3. Rlrilecl Btet.ltet, lllld that tM 4epolite ilmlbecl aa:r 

110t. be MWl'e4 b)' a plecll• of .... w to I&CIIIn tile perfOJ'MIIoa of 

tM clatl.M of ....... 1'1Dmlc1al ...... . 

12 
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(2) tllat aectiooa 3750 and 3749, ~Yiaecl Stetutea, ...,. il>appllceble 

eo tar aa laDda aecuring 1oana IIIBde W>der the llurgenCT Rallet Appro­

priation Act ot 1935 &.re concerned. The opl.Dion tllrt.her concludes 

that none of the statutes appl;r to landa aecuri.ng loans UDder Jlank..­

betld-J'on .. l"ann>-'l'enant Act. This opiDion waa prep&.red b7 lliaa Coode 

and llr. Feidlar and .,.. s1gnecl 011 J~ 20, 1940. 

8. R. F.C. I.oans for Plent liilp!moiog to llanutact.u:e Nrylane llotort 

for tht llnit!d States and Great 8r1ta'n· Thia opiD1011 .,.. prepued 

b)' ltiaa Coodt and Jreaera . Zarq and OU.Ore. It .,.. signed an J~ 23, 

1940. The opiDion concludes that t.ht R. F .c. bas 8Ucll atrthorit,' UDd&.r 

aectiona Sd and 5d(1) ot the R.F. C. Act. 

9. Authority for llalnte!!!ll!ce of PhiliPPine Trw!t !lmd•· This 

opinion, prepared bT llr. PlW>b and signed on J~ 29, 1940, conaidered 

the question whether section 4 ot the Act ot llareb 8, 1902, proposed 

to be repealed b7 B.R. 99471 1a obeolata and, it eo, whether there 11 

auttieict autborit)< in other pronai011a ot low tor tb.e aaiDt.enanct 

ot Pb.Uippina '1'ruat l'lmds. The opiD1011 concludes that provisioll8 ot 

tllat section ban been reenacted in aection 3343(b) ot the Intemal 

~ .. .,.. Code and that tlla euliar section 1a duplicetin and obaolete. 

10. Ualling ot Postdated Checb bra D1a'burdng Ottley. llr. Pl181b 

prepared t.hia opinion which was signed on Jul:y 291 1940. The opiDion 

CGDcludaa that t.he proposed procedure ie contrar;y to present treuur7 

• 
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r ocvJ.atiooa ODd ~ be nbject to crltioin ot tb. O..ral .lc.,.,..,tblc 

Ottiee; lt sugceate that tbe purpoaH flq u~ be &CCOIIpUIIhed 

bT aeondl.n& cbecke to poataaatere, u .,.,te ot tU.aban1Dg ottioera, tor 

roleue 011 tbe proper d.ate. 

u . Co!!!ltm•1H!!g Dstiu. l!IO'!rett &d.tb, ot tbe Cwotoaa lecol 

ate.tt, s tudied tbe queatiOD llhetbar the uaiat.Dee ci•c to uportara 

bT the U~ Ocnm.ct c:ODatitutea a CraDt or boulltT witbh 

the •er!Soc oL eect1011 303 ot the ter1tt aot. !b. ioLo.-tion ill 

tbe tUee ot the Departloent respecting tbia Mtter ia 110t auttici.,t 

'-' w.rrent 8Uch a CODclueiOD and the Depa.rtact or State 1w1 been re­

quested to tomioh further ioLoru.tioo oo the aubjeet. 

12. Philippine Cordye Act. In response to e requut or the Uoited 

Statee llich Cooaieeioner, Fred Ive;y, ot the Cwotoae lecol et&tt, 

s tudied tbe quaaticm 'llhother the quota proYiaiooa ot tba 1935 Cord.aie 

Act appl;y to tbe C&n&J. Zone, Alo&riean Suo&, ODd Wake, llidwaT, Belter, 

Bowl iDd, Cv>too, mel Pal.ll;rra Iolmcle. !be CODclwoioD wu reached 

tbet the tena "'lnit.ed Statea• ill nction 6 at tbe .let ot Jleroll 241 

19.34 (!7d1llc• kDsttie Aet), 48 stat. 4~ (U. s .c . title 48, eec. 

1236), is applicahle to the .let ot 11Z& 141 193S (~ Cor4lrp 

.tct), 49 stat. 340 (u.s. c. , Slip. v, title 48, NO· U36&), ODd that 

the Cord.ace .let appliea to treke, IU.cl~, Belter, Bo1111Dd, Cv>toll ODd 

l'a.l.ll7'r& IaliDda, but doH aot appl;y to AMrice a.- {wbicb 1a -

claded b7 the da&1t1on) or to tbe Claal Zou (llbicb 1e aot • JID-­

aiOD ot tbe 1Joi ted Statu) • 

• 
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lJ. MM""m'nr· A •tucl7 baa 1>oeo ...s. ncanUDc u.. appUcaliW.v 

ot the prorleicce ot the AD••"--dlll Act, 1921, to U.. 111portat.laa 

ot liGicaD CJ'\14a petrol- 8Dd the proceu!JII thereof 1a the 11111 ted 

Ste.tos 11here title 1a rete.iaed b:r U.. llexiom «Xpprter •til the 

aal.e ot the petrol- 1a ita ~Md etato. 'lbb ua1pmt.­

bandled b)' lleal:r'e. n,.... Uld Cbubelra, or IMBn'• ottloe. 

14• Iptractiona ot Mn1tezy p:tesip11pe 1A C9Ht Qw:d. J)Qe to 

the increased maber ot desertion& ILDd other l.:l>he4t1ona ot odllt.azT 

cliscipliae ill U.. Cout. ()uerd, cauaed l&rgel;r b:r ... reoratt.a 1a 

the ....-,en..,. apeDaiGD Jll"CCl'U, U.. Cout. Oaar4 Local S.CU.cc, 1a 

cooperaticc with edld.Dbtrat1n ott1e«n ot Beadqlart.enl, OCIDI!Dct.ed 

a at.ud7 Uld dmaed a plm with a rtaw to cl.argiDc the probat.icc 

s;ywtoa 11herab)' thaee JOUD& • .., would be pendtted to ...aiD 1a U.. 

Serrtca UDtil ther om adjuat th-.1.,.. to odllt.uT uta Uld 

at.aDd.t.rd.e. !IUa Mtt.er ~nd U.. aU.t.icc ot ... "". llo.rrUcc 

Uld Howell, ot the eout Olaard. lacal etatr, aDd ot Capta1a .r-, 
C!hiat PeriiOIID&l ortic ... , Cout QQard., 

lS. eoaat Q1wd Jlutm• Dar1.Dr the peat snaral ....U, the 

Cout Oooard Lepl ll&ction baa 11.,.. -.idarat.laa to tba preparat.laa 

ot a bill utbor1a1al the ..Wblte,__,t., witbia U.. Clout. flolud ~ 

-· ot a ftlaDt.uT tore. with .U1t.&rr etaw, tb& __..at 

'lb1ob oolWI be oalled to &etift clla1ir witb tb&1r __ ,, witb Gil' 

15 -
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wit.bov.t the ""• ot tha1r boate, to uwt ill ,....traliv tlltorc...,t 

IJld the C&>'l71Da out ot other tuncUooa or the Coaat QQard. 'l'bia 

•tlldT which ia be1Dc -.tuctecl b.r lluri"""', au at Cotaael, Coast 

Guard, ODd b7 c- m><ler 0'11e1l, ie at1ll ill pr<>Creaa. 

16. lew Prortliona 1!\ Coffi Guard Contract. Cooctrn1 n• Secret 

!gui?!!)t. l'uNCe or t.he Aet ot J~me 28, 1940 (l'llblic llo. 671, 

67th CoDCreaa) •To expedite llational De£enae and tor other purpo~>ea• 1 

calla tor revision or t.he ateDdud rora or conatructicm contract 

to illccrporats new proYiaiona ill ccnnection with t.he eraiDB alld 11>­

etel.liDB or aecrat equipaent on Cout GU&l'cl vesaela . !ha Cout 

Guard Locol Secticc, wit.h the ooo~tioo ot t.he Jqe AdYOcate a..­

eral' a ot!ice or t.he Navy, baa beoo q q ed ill prepari.ng a n .. tol'll 

ot coot raot patterned, u nearq u practicable, alter t.hat Wled b.r 

t.he Navy. Jlr, llorton, or the Coaat QU&l'cl l egal atett, IJld Jlr, 

Jennison, or tba l!bgineeriDB D1Yia1oo, haTe been elli~~&ed QpCII1 t.hia 

tulo: . 

'nle rollo111ni ... t ters raoe1Ted attention in t.he LocillatiYe Seotioa 

under t.ha <lirectioa of Aaaiatent Qcerll Couru;el BerDerd: 

!X!l!moA'l'ICII 01 P1W!!C'tS 

17. fH '' • rttlat!•e to th! Hauieon larsot1c Acts 

(a) J!1ll to l!aH rn t.ha J!oapitala t;roe I!Dy!>l• 'P!pt igl (tor 

ducr iptioo aaa oriiinal report, It• 9). 'l'bia bill, prepared b.r 

lliea llcDI1tt, hu ~ retnrned troa a.dgat w1 t.h a requoNt tor a 
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1:\lrther I!XpZ'HaiCII ot our rtew 1A the ll&ht ot the -w ot the 

hcleral Secar1 i7 JdldJdatn.tor. In l'UpOilM to thia requeat, a 

letter and ateteoo•t ot ~te 1A ....,rt. of tbe prortalcm ee­

tebliabing en occupational tax olaaa1t1oat1oo tor boepitela bu 

been prepared bT tbe Bl>rMu of larootica and 1e be1A& reY1ewd 

b7 thie offlce. 

(b) Bill to lritMm• I!tg1at.rat199 Ql!der the l!gri•cm .&ct 

b'<lol Persona ViolatiJ!( Stete or J't<!erlll llareotlo L!g (tor deecrl~ 

tion ... report tor JentJJ>rT, I tea 41). A dratt ot tllia bill and a 

• ...,randua .-riaiA& ita bactcround end lecal upeote baTe ba• 

coapleted. Ho.....-, the aatter 1e 'be1nc bald 1A abe7mce pend'nc 

the ~tera1Aat1oo ot metber tbe Depert&ent aboul4 epocsor the bill. 

Iu ~ event, the bill w1ll not ba preeented to CaDare•• 1111til tbe 

nat seaai on, and tllie project can, theterore, ba ccmtol.dared as cc.­

pletecl tor the tiM beiAc· 

18. lid!llt.T llnp! ft1 l l (tomtrlr 1dmt.1fi!d y "!!end !!antJ'Il (tor 

deser1pt1CD see or1&1Aal report, It. 10). A dratt ot tbe proposed 

t1dal.1i7 boad bill and letter of tr.....S.ttal to Concre•• wre act 

to a.dget on liaz'cb )'), 1940. lleoawla ot the 1Atereat 1A thia bill 

ot about tell otbar ACODciea, tbe l!lanau ot the Jblcet bu DOt ,..t been 

able to pn it the u.al claarauoa. 

In add1ti011 to a OCDai.derable UIOIIIlt ot raaaa:rcb work, llhicb bu 

1A -t1c1pat1CII ot JD dille aUecU C11 the bill 80 thet- ~be 

...... aca1Aat .... 

!7 
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19. Collp1l&tl.<!! ot !lop!Y St.f,tgttt (tor deterlpt.lca tM orip..Dal 

report, It.. 11). list llclloltt ie coot.iDuiD& tile work on this 

aatarlal. 

20.. C=pjl•tim in •nnet&W l9l! ot Lfn ap! a.qlatiw Utect1y 

Govenli!Mit Pvreomel (tor deacripticm ••• o~l.Dal report, It.. 13). 

'Llle Lecialatl. n Section 1e cont.iDuing tbie project UDder llr. llerDard • t 

gcerel wperrlaion. 

n. Qod1tic,.tion ot Ft<!trel !!egulatiopf (tor dttcriptl.OD ... 

o~l.Dal report, Itea\ 16) . 'Llle Treae1117 phases ot this work are bti.n& 

lw>dled b7 11r. Spine am. 

:a 

22. Coditic•tiOD ot Anti=Coupterteitlpr !!!d l!tl•W Lan (tor detcri~ 

tion see o~l.Dal report, I ta 7). llr. l.okc 1s CODtiJiuiD& hia 110rlt 

an tbia uttar. 

2), bd!l'!l l!rpoaitarr Bnte (tor ducripticm aM or1&1D&l r.-

port, It.. 6). llr. RMnt 1e cont1Jiu1D& hie work oo thia bill . 

Although it would probtbl.7 bt ditticult to aecur. lecialatl.ve ooD­

aideration ot this bill dllr1Dc thia ttuioo btcauae ot the .,..plicaW 

Mturt ot the INbject Mttar !!!d the cootrove.raial character ot cer­

ta.in ot the bill' a provieions, we are tald.Dg all poaaiblt ttepa to 

secure 1 tt earl7 cactaent. 

24• lf4tral 'fort Cl•'" 1!111 (tor deacriptl.on - lfarch report, 

It.. 3S). Jlr, lakeD it prtparlDc a ~. d OCI'ICiD& la"-r 

to llr. Bolttott ot tile Depari;Mnt ot .Tutl.ce, sugtttl.JIC • m.ber 
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ot ...m. .. te to tile proposed Federal fort Cll.alu .let. 1h1JI bill 

ia aponeored br,r tile Depart..Dt. ot Juet.ia.. 

25. Acting M-'rlftr!tort pm (tor d .. cript.iOD - J- nport, 

It.ea 33) . lliea llcnltt 1a cont1n!"' her atu4T ot t.be -·~..a 

teaaibilit.7 ot &Cleral. lecialat.iGD to pr<7Yi4e tor &e+lpg bareau or 

di'ri eicn chiete in t.ha abe.,ee ot a chiet. 

The followl.Jla Mttelr received attention in tha . ottice ot Asaiatant 

General. Counsel !1et.jca: 

26 . Propeead WialatlO!! 1J! Rtgy4 to 9!eclst Pmhle to P!:tuf 

in J'oreign Col!pt.riH. J'ollowinG a eonf'erClce in t.he llllder Secret.er)'' a 

Ottia., at~ed b7 repree.,tat.iYN ot the State Departamt, t.ba JlQ.. 

r oau of Aeco~mt.e, the 9!1et Diebuning Otticer, and the 'l'reaaarer ot 

the IJD1tad Stet.aa , .. nre requaatad b7 llr. Ball to prepare a drntt 

ot l~alation to authorise the Seeretar71 in hie diac:retioa, to 

witbbold the del1Yery ot 8nT GovernaeDt check ~ble to a l>OTM 

bu1J1B en llddreaa in a toreicJ> CCNDt.r7 llhere tile Secret.er)' 1a ot the 

opinion that. CIIDd1 tiona are ODeh that there ia not a reaacmahle .... 

surance that the P"T8• will actualJ.J' recai'ra tha check and be able 

to neeotiat.a it. (!hie lecialat.ioa, ot eoaraa, will COTU' &ll -­

t.riaa 1 and not be l.1Jo1 tad to t.hoaa no• or baraettelr COYered b7 lucl>­

t.iYa Order.) !1M bill will further prowide tor tha diapoeitico ot 

t.ha procaeda ot ncb cbecka, either b7 w:t or a apac1&l deposit. ao­

CCNDt. or a tnaat. lUDd, Ulltil such U.. u , in t.ha opiAioo ot t.ha 

19 
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Beare tal')', coad1 t101l8 ban eo c:bau&ecl u to proYide a .,.._ble 

uauranoe that t.be pqee, or bia wcceNOZ' 1D 1Dter.at, wUl. actuall7 

recein t.be check 8Jid be able to JMCOtiate it. the bill wUl. t'azot.ber 

proYide tba procedlare tor Mldn& and h•ndl 1 nc c1a1u bt.H4 1lj)Oil 

checka t.be -te ot llhich ban eit.b.r been depoeitecl 1D tba epe~ 

ial depoait acCOWlt or coTOrrecl 1Dto tba t.Net taDd. llr. R..Y .. , o! 

t.ba Lecial&U ... Secticm, 8Jid llr. I!Ul:!J, 1D !ietj.,. &hop, han bee 

worldng on t.ba lecial&UOD in cooperation wit.b tba ada1D1atraUYa 

people, 8Jid tba bill 1a now 1D 1 w &&OODd draft. 

the !ollowinc per-=c· J proJ.ct .. worked 1lj)Oil l:!JIIra. CUpiM 'tiDder 

llr. Cox' a •apenbicm• 

;n. Ine+.e1JaY,oo or a Pypch Card Sntw tor Racor!llr Appllcaz~t' • 

8tcor4f· 'Die !ora !or recording t.be WoraaUoo to be ~ched baa 

bee eat "*' 8Jid D..,..NJ'7 codea prepared. the data c•t.berinr and 

coding 1a DOW Dearl.T ccmplatecl, ODd 1 t 1a ezpeotecl t.bat t.be carda 

wUl. be pmchecl ODd ready !or a.ae b1 t.be &Dd o! .&aca.at . 

the !ollowinc -ttera _.. worbcl em aDdar tba direoUcm o! llr. 

JlarDatein I 

28. lortip Jrrbw• Coatzyl. !hie ottlce dre.tt.d a • mdr•t 

to t.be lb:ecaUn Order Gld Rapl.aUOD8 axtead1nc tba proY1a1cma t.b.,.._ 

ot to J4opex ~7 o! L&tYia, letoDia -s Litt==l• Gld Daticmala t.b8NO!, 

-s preperecl inatnacticma to coTIIr-t ottieers ~ .,.. 

lb:ecaUn Or4er. !ban •• aleo prepared &D n t--t to t.ba ..__ 

tin Order 'llbicll require• u- !or certalD trauacu .... 1DYD1Yilll 

20 
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eec:urit.ies which bear a stamp or seal which J1"111mabl.T waa affixed 

1n one of the imeded eo~mtriee aDd which require• llct~U~ea for 

certain dealingl 1n eecw1.t.1ee 11hich are not plqwic:al.J.T situated 

1n the lhdted Stataa. Ill connect.i<lll with thh l&teet !::reeut.in 

Order, a considerable UOIIIlt of work baa been done 1n prepa.riJ>g in­

etructions, ror~~a , renarel. licanaee, renero.l rulJ.nia, etc. An ex­

tanai ve amount of work has bean done 1n connection with other o.apecta 

of the edainistration of the i'l'eezing control, ineludi.n& the issuance 

of seneral lleensea 1 the anawering of volwdnoua eorreapcmdance ..,._ 

latini tc the Order, the prepBI"ation of llceneea eo•ering dipl..atic 

atarfa aDd the uaminat.ion of legal. queationa which are cont1mlal.lJ 

arieing . T'ne entire ata.U of the llonetary and kchomge Sect.ion baa 

worked an the foresoing utters. llesere. Pehle c.nd Ruppart worked 

on applications for licensee. 

29. IS!!alnation of Co!!!!Ulu Ka.U. A further etud;y of the proble of 

u•e1n-t.1on of consular ...U under General Rul1n& llo. 5 1IU ude 1n 

cooperat.ion with the lleparlllant of state and Poet Office lleparlllant. 

It was detexmined that certain elaesee of consular ..U should be 

exMj)ted troa ..,.., nation and 1nstruct.1oos with respect tc th1a 

aatter were pnp&r«l and sent tc behanse Poet Offle• and Coll.o­

tcre of Caatoaa. Alao, 1n th11 coaneeUon, worlt aa dODe 1n 

draf't11ls a re~ tc a note rn. the G..-n lllllbuq proteating the 

ex"•'n•Uao of ..U eddreaaed tc 0en1an conaular offlcen. Jleaara. 

llann and l:.lldord ccmdllcted this atud;r. 

) 
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,)0. l!!!tcb !ltcr!t• 1hU office wol'Ud with tha state ~t. 

aDd the l!olt.cb Locat.iOD 011 tbe DOte ~t. tbe l!olt.cb IBaS.ner 11r0tll 

t.o the state ~t. aDd the let.t.er llb1ola tao. state ~t. 

wrote t.o tha freuul7 OODCenWlc the l!olt.cb «- ot llq 24, 

1940, aDd tha powv ot att.omq C1•• t.o tha l!olt.cb IBaS.atar. 

frauar7 tnau.it.t.l woh do-m't.a t.o all the J'adaral Jlaaarra 

Bull<ll a1 th i:Aatnct.ialla t.o ll&ka tha pahllo . !he IIOZi< .. lludlaol 

tiT IIM8n. lriadMD aDd ~. 

)1. Britieb A.ooo!Jlte with tht Nm} Rtttm !!eztk ot Ia tork. 

Ill oooparat.iOD aith the J'a4coal .....,.. llallt of Wew Yont, tao. 

S't.ate ~t aDd tha Brlt.ieb ~.,. arrq-t.a 'OliN'& cc:.plat.d 

wharel:IT the J'adaral Ra""• Bailie of ••• Iork trmat.rracl oartai:A 

&old ea4 dol.l..t.ra bald tiT the llaDk 1:A the ,.... of the llallt of Jaclud 

i:At.o ac-t. 1:11. the- ot the Brltiah Oo't'~. 11r. rn...., 

aae enc-caol QpoD th1l tuk. 

22 
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KW.A XG P U C JI EN 

ShN\rht.i c-erc\al & SArlnj;o S.nlc, 

K.unnln~, Chin.l\ , 
hlguat 7, 1940. 

The Honorable Henry Wor~entheu , Jr . , 

Secreta~y of The Tr&aaury, 
.-...ntnrton. D. C. , 

u. s. "· 
Oeflr ll::r. llor~enthau: 

I flow from Chun&kin~ to Kunmin~ on July 30. Ourinr, 

the mnth thot 1 at, y•d in Cbun(killj!' , Chin& wu p•••in& throu11h 

one or the moat orit1cal perio~s in the deYelopeent• or the 

Chlnese~J&p$nOte ~r. Tho olo~ln~ or both the Indo-Chin& ~nd 

Bu~ outlet~ l~avee China iu a rather critical situation. 

Public opinion in Chlna h~· booome TOry crlticol or Brltiah 

an~ French policy and some ls~dOr5 in th& Central Government 

arft ~·•hi"' ror • policy or cloeer relations with Ge~~ or 

the Soviet Union. 

the Soviet Union was reported to have deoroleed ita 

aae1etanoe to Chin~ becauee or h~r inYolv~aent ln Burope8n 

affairs " well es tho conflict between the Kuomintolnl'( and 

the Co~st forces. But as & result of a D$W rapproaohmant 

reoentl~ re~ch~d b~tw-~n the Koumint&n~ &nd the Co~nista , 

Soviet aes\~tence to China is likely to increase . The extent 

or the help they cAn give us , hawever, is limited. The moat 

Wilt C8J1 'Jxpect froo the Soriet llniOD include lirht &n:UU~entl, 

&Viation eASOline ftnd & 8~}1 nUmheT Of pl&nes SOme Of Which 

h!lYe alrf'&dy been used t.o atronethen the tt.ir defen •~ of Chun~~;­

ti"'· SUch asetstMce will en"\ble us to continue resiJtence 

but is not sufficient to lttunch ft. counter-attack. The r..ener&lia ... 

aleo n&turl\lly aco.ept Sov1.et e.aeiet-mo.e, 'b\\t the sentiment or 

the Chin~ee people ta still aymp,thetic to Grea t Britain &I 

a,~\net ~~any ~d It~ly ~nd the Generali~aimo prefe re to 

develop· closer rel•tions with the United StAtes ftnd t he 

d""P'CT!lCl'!s . 

As you know, my private businese 'etoblis~nte ha•e 

~~ ~Yed tr~ the oo~atal centers to the 1nterlor, eJpecially 

in the Southwoat. I h~ve, thererore , made Xunmin~ ~ he•dquater s 

•nd ay time 1a fully occupied with tl1e bulinoss of the Foo Shl~g 

Corporation ao ~11 •• thot of ~ b~~ and the industrial enter­

prises I t is attemptin~ to develop in the inter ior . 

Kunaln& difforo notioeably frO>!I Chungkin& not only in 

the •baenoe or r epeated a1r-bomb\nt•• at \east tor the time 

being, but slso in th~ beauty of ito climate , This is t he 

ratny seaton in ~~ but, exce?t •udden dOPnpours, the 

~ather here is wonderfU lly mode rate and pleasant. In tempera­

ture, Xunldng re sembles San Francisco at ite beat. About 6, 000 

feet aboYe sea l~el , Kun.d~. with i ta clear and at1aulat1ns 
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Secretary Mor~thau - 2 -

o.1r, aloo rftindo .. ot Colorado Spr1"'o. I han ron ted a 
houoe on the ohore or buutit'lll lt..-1"' Laft. about ~ 
Jlliloo tr011 the city, and u ... here with a tnr triendo. I 
have been travellin& oo JalOh in recent years that the proo{!8ot 
ot oottlin& down &iveo mo epeoial pleaoure. The place here io 
eo quiet and reettul that I aa tempted to build a houoe oo 
that when the war ie onr and I can retire I will have a p:laoe 
to live and enterta in my triende froa tar and near in a li~e 
or peaoetul cont .. plation. 

Dr. J. Loeoi"' Buck returned to Cbun&kinll when I 
,.. there and n bad several &ood talko tosether. Rio contract 
with the Cbineoe Oove..-.mt, u an advioer ot the Jtiniotry 
ot Finance, haTinfl expired in .April, Dr. H. H. Kiln& had 
requeoted h1.a to extend bio tera or eervice until the end 
or Sopteaber. Dr. I'Uok ext>reoeed a deoire to tr;o back to 
teubi"' at the Un1't'8raity or lacld"' and, I underotand, 
the Univerdty Adllinietration o.loo expeoto h1.a to be baok 
by the end or Septeaber. 

Wlth the kindeet pereonal re&&rde to you and 
lire. Mor&onthau, 

?4 
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iuguat 7, 1940 

ifter the 3:30 meeting today with Colonel Knox 
of the N&T,Y, Secretarr Ickes and Kessra . Holland and 
Frr of Interior, Kessrs. Sadler, Waldon, Howard and 
White of Standard Oil, and Kr. White of the Treasurr, 
Colonel Knox st&Jed behind and said that I started a 
chai.n of events on this eabargo to Japan of gasoline 
which is terribly important and1 while he is not backing 
down any

1 
he has got to think aDOut our Fleet and where 

we will be willing to send it. 

?.7 
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?8 
TREASURY DEPARTMENT 

INTER OI'1'1CIE COMMU N ICATION 

Mr. Ooohran 

STRICTLY CONFIDENTIAL 
Mr. Mo.:.ou of tlw lder.J. R .. e!'ft l!Nik ot lew Torlt a4vioe4 uo ot tho t ollov­

paponh -. oa GeNe~~ accouut 'bT tha Cha .. llatlou.l. lleJikl 

$ 1&6,000 

115.000 

1Go,OOO 

$ 4Jl,OOO 

P~ut -.d.a bT o...S.r ot tha OeJ'MII Oo14 
D1-\ ]!eDit \o tha ll&Dit ot llaallaU.., 
tor account ot A. 0. ! aelaor aD4 Colot>&JIT, 
JJev Torlt. 

P-t.....,. liT o...S.r ot tha OeNeD Ool4 
D1 acauu t ll&Dit to tlw ll&Dit ot Muha t tu tor 
aeeouut ot A. 0. l!eelaor am1 ColllpG;f, JJev 
Tor II:. 

P~ut, 1JI b&llk aotao ot large 4euoal.JIIt\ou, 
by or4er ot the Oer~la tic l!a.Jik, """"''"'' , 
to 11141o ltoh, ~r ot Touoho J:sioha, 
1775 l!l'OaAifq, 11ft Torlt. It will be raoalla4, 
ao MDtioD04 in _, • ..,r..u. to TOU ot ,.,. 
10 au4 11, that a olallar pmpoat vu -. 
b7 Chua to Mr. Itoh, eal it vao UD4arotoo4 
t~wt t.hio h4hi4ual h tha pv.rchutuc acout 
tor the Jepauaao ~· 

!otal 
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TREASURY DEPARTMENT 

INTO Ol"''tC& COMMUNICATION 

DATa .lapa\ 7, 19llo 

S.c .. ~ llorceati>A 

Mr. Ooohru 

STRICTlY CONFIDENTIAl 
Kr. Mcleo11 of tM J'll4e1'111 IWM:rn l!uk of ., Torll: llll'rl.Md u e ct \boo follcw-

1\obUe t o It.ol1t.n aoe01111b vHh tM Chue 1Jd1ollal l!ukt 

$ EiO,ooo 

.&ucu•t 5 • 75.000 

De~U \o \boo ac-t ct u.. :sa- c-...,tal.e 
I t.oliaDO 011 a chocll: 41'.- 1a f uor ct \boo 
I ,.MD1 1iJ 111- Coii!PJIIIT ct llonll .IMrtoa, 
..., York. 

DebU \o tM IICCOWit of tM :sa- 0-l'Cial.e 
It.oliaDO oa a ot.cll: U... 1 11 tuor ct the 
!vhe l!uk Oorporai1o11, IJev Tort<. 
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TREASURY DEPARTMENT 

INT, .. OI'I'ICIE COMMUNICATION 

DATil J>oc"a.et 7, 194o 

llr. Cochru 

STRI CTLY CONFIDENTIAL 
llr. 1!411 of \he 11111n roal. !ra4iac CorporaUo11 111 ¥w York called 011 • \hh 

110n~t.Da, 10h1le 111 Y&lhillehll 011 certaia err&Jic!.a. lie can • \h.e followi~~& brief 
ll\llOIA&J'7 of \he e1 tuaUoa 111 \he J'ar iaat 111eofar a & hh COII,P~ 1a COIICGrMd, !t'he 
lorp ot oclc of goode 111 l!allo1, J'r&llch X..c!.o-Chilla, 1111pped bT \he U11i'rnaal 'tra41ac 
Corporatlo11 hae l>M11 trueferre4 111\o \he ,..,.. of the U111h4 Statee J'ar ketera 
!ri41JIC Corpor ation of Delaware with the ~ that thh 11q aeoiot ill the coo41 ha.,._ 
1a1 ...a protection aa 11q be e.xte11414 other Aller1cu coodl. !he offlc1ale 1JI J'r111cll 
1114o-Ch1JII vill ul\her penalt th111 coode to be trauported 111to au..a ur v1ll thaT 
~rei\ \heir r.oftl fzoe lJic!.o-Cbilla for tr=af er to iaacooa or eo• other pert. 
!rattle of the Ullinroal. !ra4iac Corporatloa thro• &JI4 lato Illdo-Cirlaa 1a Uru at 

otu4atlll. 

1JI \hio OOIIlllcUoa, llr. l!all etata4 that the rr..,oh mthorl\lee ill Illdo-Chiu 
requuted certaia oil produoh froa tvo Allerlcu oil OOII,P&Jilll 1dl.loh procluoh 

alrtaq be&ll ordered by the Ualnroal. 'tra41llc Oorporatloa ud han be&ll ))aid for, 
Vlli.,.raal haa aeoellted to \he ho COIIP&Jilll 4111nri~~& thie oil, 1dl.1cll I Dll41r­

tiM4 1t al.reaq 1JI IJic!.o-ChiJia, to the Go..e.,.....t offlclale there, vith the udlre\&JI.c!.-1"' Ulat \he collp&lli11 vlll replace thia oil with eailar q'O&IItl\111 for tha llllinroal. . 

llr, l!all etated that tha fin ete-re ... loll are JIOV OJI tha .. t ar with carcoae 
uotl.ud f or 1!&116ooa are proooa41Jic to that pert. 111141r the lahat rulillp, all liQt 

catacor l•• of po41 will be peral. t\&4 to be truopcrted bT the :aa.m& road lato 
!he b&lllla4 ar\lclll illclude laportalltly a..Utioa u4 110\or paobaa. !he 

IChiLDa,aa are obl1cec!., therefore, to 41pead v,poa thdr rather •acer etora of paolaM 
Chill& to tranopcrt ~ coode b7 aotor road ..,loll oroaMe the fro11tlar fro• 
.Ul of the lllllnreel 'tra41JIC Corpcratloa coode oa tha lhipe ....., ill true!\ 

be Ullloa414 at !!4J~Coo11 ex.,apt thoee arUcl .. fellille with111 the four prohlbUed 
IOhleh vill be 1111ppa4 oa to Calcutta for etorace. 

llr, l!all et..ted that eo-celled llli)&MM '1uplctore1 wre 1JI J'raach Iac!.o-Chiea 
iaortatilll -bare, after becSn'ec vi th 50 11114 th&ll C"CwiAC to 100, '!baM Officlele 

1111t 11J1c!.er the piN of et'lldTiaC certal.e teohalcal quatlou, nd& aa 41lie1t1ac 
~.rure. but are aa14 to be acftelly .Japa»M &1'IQ' officer• prepar1llc for ootplate 
~~~::~o: of .r- 1Jito Illdo-Cbllla. llr, :lea vu pouWeUc lilt .r~ hlol onr 
11 oollpletaly, &J14 &leo 00~ l!oiiC :roac 1f &Jic!. ..,.,. the lldU• .., be attaclol4 

bT o.rii&IIT. ~/ S? 
~~)' 
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TREASURY DEPARTMENT 

INTER OI"'''CK COMMUNICAT10H 

DATa ~t 6, 1940 

SecretorY Morgontb&u 

Mr. Cochr.., STRICTLY CONFID ENTIAL 

One of "'¥ bOlt fr1ondo 1n tho Department of State tol4 •• 7Uhrdo,y that ho 

oond a p oroonal letter written to one of hio fellow offioere in thet 

n .. >artzumt b7 an official rtprooent aUn of tho l'rcch Oonn.111nt 1n llev York 

critioi•od our froozina polio7. I told 117 friend that I vould opprociato 

a crt;7 of. or .xcorpto f r om th1o poreoiiOJ. letter. It' friend b&t now pro­

the follow1DC excerpt : 

• It 1a ooaethina l1lr::e tho ' protection• chon to all J'ronch acco\lllto 

f roun in tho :Banlct hero. Vhllot Oenw>o and ltalluo can d1opooo freoq 

of all their money, .l'ronoh firma are parol7ted , cannot Pll7 tho &alar leo 

of their «:~plo7oea, cannot replace their otoclr::o with new pv.rchooll and 

.l'ronch cithono C411D0t put t hoir 110nq 1n aate ln•oet•nte or out of 

r oach. One d&7 tho J'ronch Oonrnment will claim tho r..tttnnco of all 

hench f'wldo and 1for reaeone of lnhrD&tlollal. hara0%17 1 tho people vbo 

cMe t c the land of l1 bert;r will be deprhed of their aannco which will 

bo b&Jlded oYer to }~. B1 t ler. I lr::nov allch 1a not the intention of the 

l.'rauur7 but I • • aloo told that .. ,.. lfew Yorlr:: Banlr::o han alr&&47 giYO 

to t he German lbb&e&7 a clotallod lht of their honch fro10n acco\lllto and 

I know t hat li&D:T of~ f rlnclo hero ..tfor from thio ' protection•.• 

In cbttlinina th11 excerpt . I promioecl 117 friend that th1o voulcl not be u oed 

~!::::~t~hl l'ronch official. !l'hio official 1o Mr. Oarreau.-Domb&olo, the french 

Cc Attach •• 
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TREASURY DEPARTMENT 

DAft ......... 7, 1,-o 

111'. Ooolana 

STRICTLY CONFIDENTIAL 
ottiol.al M111 el l r Ui* ...._. .. 1w .. -.rUiel '11114ar \M n 1\ lac .t.r 

11f1cU •N l'elii'UI'7 191 

... dlllarll $ Prto1.U d ._,. , Tal• • ,... ..... el 
s.u lllarloS.J::! d ....... u ._..!!H 

1,075 ,,796 ~·,., JO,W 
) ,900 ,..,,~ ,000 2l,nt 
) ,100 .,.~ 216,000 111, 2'56 
2,100 

~·-
3,000 1,,, 

2,12) .5)1 27.000 :ul,~17 

lOO 11.651' •u •u 
12,591 )11, 919 132,,a "··' 

1,J:!3 , 21ft lil. a26. ?ao 1!,971:500 2, 1ioe. l06 

1,~. SJ.J.t 111,705,139 3,lll,OOO 2,~.392 

111', Plaela\ r.pen-4 \loa\ 1&111 el - n•MA eenri\111 tor._ -la41ac 
27 \o \alit $l,tpO ,000, 
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TREASURY DEPARTMENT 

INTER OFI'ICI: COMMUNICATION 

OATil .A.U&UJ~t 7, l94o 

t:r . Oochrllll CONFIDENTIAL 
Activ1t1 of tho aix re) orting banks in r osi atored ater ling was ns follova : 

1. Purchl\aoa of :1.31 ,000 , aainl.J' tor cuatomer account , of which U O, OOO vere 
r.c~\lirod !roc the Fede!'l\l P.eserve l!cln;< of !:ow Yorl<. 

2. ""loa of 1;.1 , 000. 

:,. o .en =ar:Cot for oterlinc; vaa lifoleaa to~. l'ro" nn i nitial 0\l0t et1on of 
] .9"-1/<. ~r.e >OWl4 cond off to 3 · 93 et the elooe . 'rl>.rnover Yaa at a ,:ecord lov. 'rbo 
~rc>o-tl.ll: banka executed or ders to sell 1.5,000 N>4 t o purcheoe ~;.6, 000 , all of which ,..ra 
~or account of their co:::::erci al custor.era. 

llurin6 the p<>at wee!: or ac , the yuan in S~i hao declined, in tema of dollora , 
ro» o-1/44 in the lat ter part of J\lly t o t oda,y1 a ra te of 5- 5/S; , while the val\lo of the 
.~:n 111 teraa ot oterlill!; baa re""i nod in the vici n ity of 3-3/'4<1. Tlnla tho dollar val\lO 

ahrl1q in Shan6ha-1 (that io, the "crou rate• in t btl-t con tor) has show n marked 
an,ree,lation, in oontr:t.at to atorlin&' • i li!Provement in t ha Ue" Yor:C open market d\lrhl& 

...,. period. The c\lrrent Shnnghai oroao r t\to io 3 . 6o per pound, 2.e ac.Unat 3. 93 i n 
York. J. liatll.U a1 t\l&t i on bne developed in Hong Xong. The Roll!; Kong dollar (na well 

• tho po\lnd atorl1D&, to which the Ron:; Kong dollar hal been pea:.;-ed for several monthe 
~ 15d) h<-1 de-orecltt.ted i n tens of tho United St•toa doll31' , declining froo 2'4-l/~ &>t 

.r.. end o! J\lly to the present quota tion ot 22- 9/ l 6f . '!'he C\lrrent aterl1"6-dollJU' crou 
" to in h"G& .. oG& h t lr.a in the neil;hborhood o! 3. 6o. The ~ent reaaon for t ho 
e:!1tcco of a 7~ l:Mtern open market in eterllD& i n.iapendent !ron that in l'ev York 11 
J~ t l>rltaio ' • J\lly lS r est r i ction on tho no-.-nt ot ruch aterlin6 botveen the United 

tu u.; cortnin forei£" CO\lntrieo: United St.,toa banl<a, t!hile , e=itted to toll open 
:.:·~ attrllns to be:>ke i n the ?ar Zaat , are not alloved to purchase oterl1"6 froa thea . 

• 

=;.., C&>n&di e:n dollor vas slightly weaker todt\y. I t cloaod &t 13-1/~ dhco\lnt, " ' ' 
i<' Ot::;tol'<o~ -1tb. yeeterda,y 1 a final rnte o! 13;(. 

1Le other currencies closed &G follo~: 

Sviaa fra:ne 
Li ra. 
Reichstl&rk 
C\lbo.n peao 
f!o:deo.n peao 

. 2274 
. 0505 
. 4o05 
10-7/8~ ditco\lnt 
, 2015 b id , . 2035 off er ed 

':'lA J'odoral Roaorvo Bank of t'ev Yorio: purcbaetd 22 , 000 Swiat f ranco by order a&>d for 
-CO\Int ot tho !iational l!Nilt of E~. 

r'c.ero ...,ra no oiOld t ranaactiono coDIUSllttd b7 ue t oc!q. 
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fh• re4..-al lie•- laDk of • .., Torlt reported tbat tba followiDc cold ahi,....ta 
vare be1DC colll1pe<\ to 1t , botb of whiob ara for aale to tba 11. s. Aaaa;r otttca at 
111Y Yorl<1 

$20,022,000 trOll Canada, ahippe4 b7 tile Bonk of OIDA4a for 1h Olnl accout. 
J , l!15,000 froa Soutb Urloa, ah1ppe4 b7 tile Soutb Ur1oan lleaern :jloullt for acoouat 

of tile laDk of Sweden. 
$""23,...,"'43:-::7'"', ooo= To tal 

Tba J011ba7 &<>14 price waa •¢n.lmt to *33· 75, up 3'• 

Spot aUnr 1A Joabq roaa tbe •¢n.lent of 3/1~ to ljlj. g6,. 

In LoD4on, tile price filoe4 for epot aUnr ..,Un roaa 1/24 to 23-1/24. Zoe for­
word quot aUon aon4 up 1/l!d to 22-15/164. .A<>cor41ac to a report rece1n4 froa LoD4on, 
tba 1aproT-nt 111 a11Tar prlc .. there vaa ath·1buta4 to bear COTerlDc 11114 ~ for 
, pv.rpoaaa . !be 11. S, e¢n.lenh vera li2. 6U .U ln .~ r.,.pect1nl7. 

1!u47 .U llaraan' • aattlaaant price for fore1p a11Tar ..,.. 1llll>l>aap4 at 3l!-3/'¥• 
!rr.......,.•a purohaae pr1ce for fordp aUnr ,.., alao nncbonp4 at 35'· 

'lbaro were 110 p!U'Ohaaeo of aUnr aa4e b7 ua to4q. 

CONFIDENTIAL 

~~ 

. . . 
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Following from the Prime Winister . 

The need of American destroyers i s more 
urgent then ever in view of losses and the need of 
coping with the invasion threat as well as keeping 
t he Atlantic approaches open and dealing with Italy . 
There is nothing tha t America can do at this moment 
that would be of greater help than to send 50 de­
s t r oyers, except sending 100 . 

The flying boats also are of the greatest 
i mportance now and 1n the next two months . 

As I have repeatedly explained, the dif­
ficul ty is to bridge the gap until our new war tice 
production arrives 1n a flood . 

I append a nota prepared 1n the Admi.ral ty 
and I propose also to send a personal message to the 
Pr esident . 
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Admiralty Jott 

The allesed Adairalty statt•nt to which 
you r tfar is presumably based on a Br itish press 
article or July 23rd which =•rely took tht nuaber 
or destroyers bull t and build inC in the last pub­
liahed returns and wroncly su1~aated that all were 
already completed . In fact only halt have been de­
liver ed; others will be spread over the nex t 18 months 
and very raw wil l be completed this year , whilst heavy 
loas or destroyers 1n narrow waters continues . 

We started thi s war with leas than the 
number of destroyers really required . flevertheless 
we had the ass i stance or powerful French flotillas 
but this bas now been lost and we are now lef t alone 
to fi&bt the German and Italian fleets, to protect 
our seaborne trade , t o bloc~ade Europe and to provide 
protection against counter blockade and the threat 
or i nvasion which the ene~ ia able to develop with 
both air and sea forces from a coast line vastly 
::.on extensive than bad ever been expected . 

Tht Naval starr therefore r ecard it ~• 
vltal to our cause to obtain i.aediattly a atronc 
reinforceaent 1n destroyers . Similar arcuments, coupled 
with crave deficiencies in our own tlyinc boat strencth, 
m&Ke it imperative to obtain early reinfor cement of 
our air forces designed for sea patrols . 

followa: 
Answers to your specific ques tions are as 

l . We should very much liKe to have 50 or 
100 Ameri can destroyers . We have alraauy asked for 
48 and have arranged to man this nwaber, but it we 
can get 100 destroyers so much the batter. What we 
should like most i s that these deatroyers shoUld be 
sent over with American crews who would continue to 
operate thea. The next beat thine would be for 
American crews to stoa~ the ships to this country . J2' third alternative ia for us to send crews to 
etch thea. 

2 . This nwaber or Aatriean destroyers added 
~uickly t o our forces might makt a decisive differ ence 
to the future or the war . Cl early destroyer~ would be ' 
available tar earlier if they c&DO over with their 
own crews .. 

3 . I t is flyini boats rQther than seaplanes 
that we require . The American navy have a particular 
type of flYini boat (100 B! ) which ia suitable for our 
needa and we believe that t hey have a considerabl e 
niiJIIber . 'I• have a number or t he .. f lyin& boats on 
order but they will not ba av~ilable for a considerable 
while. If American navy would let us hove say 100 or 
their f1ying boats at once , it would make a t rtatndoua 
d1Cferenct to the fUture or the Wl•r . Bert again, 11' 
American crews be =ada available, tht problt a or gettiDI 
the t lytna boats into st n ict quiclr.ly would be solved 
1111ch 110re quickly . 

4. rr- Mia1ralt7 po1Dt or nw Ulere u ao• 
other requil'-t, early tul.t1l~t or wllleh ld&ht 
make a vital d11'rv- UaSa aut-. h Deed 111'1.,.tly 
UQ' antl-&ircrat't c-, larae or -u. toaet!ler wit!! 
tbd r · - t ttao, which em._ ...Se aY&ilable. 
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.. ITIIM IMIAIIT, 

WAIMI•OTO., D.C . 

Peraonal tpd Seore\ 

Dear llr. Seoretar)', 

I eooloae hereio tor your 

peraoD&l aod aeoret 1Dtor.at1oD a copy 

ot the lateat report reoe1Ted tra­

Loodoo oo the .tl1t&r7 aituatioo. 

Beary Morceothau, Jr., 

Uoited Statea Treaeury, 

Waahioctoo, D. c. 

BelieTa ae, 

Dear Mr. Secretary, 

Very aiooerely youra, 

/ 

I 
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••m••••-· 
WdiiiiGTOII, D. C. 

Au:luat 8th, 1940 

Dear Mr. Secre tar)' , 

I enclose herein tor your 

personal and secret intormation a copy 

ot the l a test report received trom 

London on the mili tary situation, 

Believe e1e , 

Dear ltr. Secretary, 

• 

Very sincerely yours , 

Honourable 

Henry lolorgenthau, Jr. , 

Un1 ted States Treasury, 

Wuh1ngton, D. c. 

.. 
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Auguet 7, 19110 
3:30 p.!D. 

RE CONSERVATION or OIL 

Preunt: 

H. li.J:-: 

Seddler: 

1/lllden: 

H.M.Jr: 

Seddler: 

Walden: 

R. M.Jr: 

llalden: 

Mr. Seddler 
Mr. Walden 
Mr. Ro-rd 
Mr. White 
Secretary Iokee 
Secretary ~ox 
Mr. Ho Uand 
Mr. Frey 
Captain White 

Mr. Saddler, 1f you oould, 
•r eduoat1on, tell ua what 
ot the Dutoh Eaat Ind1ee. 
there? 

oerta1nlr for 
1e the o1 oture 
Shall we atart 

All right, air. Then I will p&ea that 
buok to Mr. Waldon, beoauee Mr. Waldon 
1e prea1dent ot the ooapanJ. 

Well, I think I can beat tell you about 
th1a by bringing out a u.p &bowing all the 
ret1ner1ee and where ther are located 1n 
tha Netherlande Eaet Ind1ee. 

Wonderful. 

Doae that p1oture the aupplrt 

Xea, air. 

Dou 1t ahov Shell, aleot 

It above all the ret1ner1ea an4 all the 
bulk terll1nala 1n the lletherl11114a &eat 
In41ea. !hat above Aroh1pelqo 11114 thla 
1a Singapore llaJ"t'. !hie 1a luatra, 'fhaae 
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H. M.Jr: 

lialden: 

- 2 -

are the daily crude capaoi tie8 of their 
refineriee. Then the b t g main producing 
center in the Net herlands Eae t Indies is 
in South Ceylon. There is another Shell 
refi nery. Then acrose the river about a 
mlle i s our refinery wtth a capacity of 
about ~2,000 barrels. Then there ia a very 
alll&ll ret1nery ve have vi t h about a hundred 
bar rels and Shell hea a J ,OOO barrel 
refinery there. 

Up here in Borneo ie a Shell refinery. There 
ie no r efinery here. It happene tha t the 
crude oroduoed at Tarakan i8 a natural fuel 
oil. I t mee t s the speoi fioationa tor ehipa 
and i8 t aken out of the ground and some of 
it ia oraoked. Altogether in the Netherlands 
Eaet Indiee toda7 the production ia roughlr 
16o,ooo barrels a day. All or the out put 
ot the Netherlands East Indlee is sent to 
places ouoh as Singapore at the8e bulk 
t erminals here. Ther e are three or them. 
The one furthest away 1s our8 and that ie 
only 26 miles from Singapore oroper. There 
a re two bulk terminals there on the Dutch 
Ialanda and one on a British I sland, but 
the one that ve have 'Which 1e furthest away 
from Singapore i a really the one that is 
the Singapore terminal. All of the oil, 
for inetanoe, from this partloular place 
which, as I say, ia the meet i~ortant 
businesa center, is taken down the river, 
which 1e a long winding river or about 6o 
miles, where they have to take it over a 
bar·at abo~t 19 teet, ao that the ships 
are either Juat carriers over to the bulk 
terminal t or trans-shipment or deep eeagoi ng 
ehipe go in there and load a part cargo and 
then t op it ott at these t erminals in 
Singapore. Nov, the o11 ia distributed 
all t hrough there. Very li t tle, 1t any o f 
it , ever goes to Europe. 

Are these t o r ua? 

Yea , air. 

47 
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H.M.Jr: 

'.(alden: 

H.M.Jr: 

lfalden: 

H.K.Jr: 

lfalden: 

Knox: 

Walden: 

lnox: 

\{alden: 

Knox: 

lfalden: 

H. M. Jr: 

- 3 -

You couldn't g1Ye ue a third one vbell 10u 
get back! 

I OIUI 0 etr, and I vtll aend it down to 70u. 

I will leaYe theae vtth theee tvo gentlemen 
(lnox and Iokee) and it you vlll turnleh me 
vt th a third one. 

I v1ll sail y~u one tomorrow, elr. 

That glYee ue a third one. 

Tboee retlnerlea 1n the Netherlande Indlee 
are complete in eYer)' detall. They are 
110dern, the7 are capable ot oroduclng 110tor 
gaeollne. There ere tvo plaoee there 1n 
that particular region near Singaoore that 
I oointed out where they haYe to carry lt 
OYer to Singapore ln top ehipe. There are 
tvo aYlation plante there. 

You mean making aY1at1on gasoline' 

Yea, air. They make at leaet -I can't tell 
you with great authority tor the Shell, but 
I can tor oura. I think they a r e both 
comparable. They manufacture ln d1tt erent 
vaye. One ie a hydrogenation plant that 
the Shell hae and the plant ve h&Ye 1a known 
ae the oxidation proceee, and they botb can 
produce high octane gaeoline. The plant that 
ve haYe vlll oroduce dally .a1aethlng like 
e thoueand barrele ot 100 octane gaeol1ne. 
That gaeollne today 11 going direct to 
England, 

Ootng direct to England' 

Yea, etr. The plant vae only ooiBJ)leted 
about three JDOnthe ago and the tlret eh1p­
ment vent out about tvo veeke ago. 

Hov vee lt ehioped, in tank•' 

It ie ahipped in taftke, yee, elr. 

1,8 
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Willden: 

Knox: 

\/alden: 

H. M.Jr: 

\/alden: 

H. M.Jr: 

Walden: 

H. M.Jr: 

- 4 -

Either Norwegian or British tlag. The 
cutout of bot h of those plants t oday ia 
contracted tor, as I understand it , vith 
the British. In tact, t he plant that ve 
built vas built on the baaia about tvo 
years ago - I eav the Vice Air Marshall 
in London and they contracted through t he 
Anglo-American Oil Oomoany, which is a 
subidiary o f the Standard 011 Company 1n 
England, t o t ake a three year supply troo 
that refinery to justify our building it, 
because t here vaa not enough aviat ion 
gasoline in t he East - aviation gasoline 
business in the Eaat t o juatifJ the three 
rull i on dollar expenditure that VIIS made 
there. I undereund that the Shell are 
building still another plant t here. The 
capacity ot those plants ere r ough17 about 
two thousand barrels a day. 

Sell any ot it to Japan? 

Not one barrel of it, air , and I don 't \ 
believe there 18 any t hat i e sold by the l 
Royal Dutch Shell to the J apanese. 

Do you make any lubrica ting oil there? 

No, a ir, the crude i n t he Ne therlands 
I ndi es is not ot a t ype t hat ve can make 
lubricating o1la trom. No lubricat ing 
oile a re manufactured t here. There are 
eome very cheap lubricetlng o1le that are 
unimpor t ant , but the oil in the I ndies 1e 
not ot a paraffine bs ee that v1ll oroduce 
lubricating oils. 

Hov much oil ot any kind does Japan get 
from there? 

I can g ive you thoee tiguree , sir, I 
think. 

It I unders tand your aetup, your export 
company ie owned by Standard ot Nev Jereey 
end --

• 
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lla lden: 

H. M.Jr: 

\/alden: 

H. H.Jr: 

Walden: 

H. M. Jr: 

lfalden: 

- 5 -

Socony Vacuum. 

They each have what? 

They each one have a 50~ interest of this 
Standard vacuum oil. 

Is tha t also the same company that did do 
buAiness 1n China? 

Yes, e1r. Originally it vea the Socony 
Vacuum. 

Who was the fellow who was pree1dent that 
I ltnev? 

;;, B. Wal.!ter? 

H.H.Jr: Yeo . 

'ilalden: 

H.M. J r: 

Saddler: 

H. M.Jr: 

'.(alden: 

H. M.Jr: 

\/alden: 

H. K. Jr: 

\ialden: 

Soddler: 

He died about five or six years ago. I 
succeeded him. He vae in Hong Kong. 

No, somebody since t hen. 

Mr. Secretary, maybe the history of that 
would make it a littl e clearer. 

Somebody a year or tvo ago came down to 
eee me two or three times. 

Mr . Parker? 

Yea. 

I am t he Chief Executi ve Officer and he 
ie the President. 

\1'bo is the boss? 

I am the bose. 

Originally, Mr. Secretary, the Standard of New 
Jersey owned a producing and a refining 
company 1n the Dutch East Ind1ea , end the 
Socony Vacuum owned a market from Japan clear 
on down all through the Orient end those two 

'iO 
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H. I(.Jr: 

Willden: 

H.M.Jr: 

Walden: 

H.M.Jr: 

Walden: 

Saddler: 

llalden: 

H. M.Jr: 

Walden: 

H.K. Jr: 

- 6 -

vere merged on a titty-titty baeia. They 
are complenentary to eaoh other. 

Doee Texas come in there? 

No, air, they have no relation vhataoever. 

They are not 1n t hat territory at all? 

They are endeavoring to find crude in the 
Dutch Eas t Indies today, but they have no 
oroduction there. 

And you oeople aren ' t 1n the Pereian Gu1t? 
That is all Texae? 

'tea, air. 

Just one impression there. There are tour 
interests in the Persian Gulf, Mr. Secretary. 
There 1a t he Anglo-Ira.nian, vh1ch 1a 5J.:' 
government-ovned. That ia the l argest 
oroducing company. Thera 1a t he Col-Tax, 
which has the leland of Bahrein, producing 
maybe 4o,ooo barrels a day. That ia the 
Standard ot California and t he Texas Company. 
There ie &nother interest, titty-titty, be­
tvean t he Gulf and the Anglo-Iranian, the 
Anglo-Persian. That ie Ooodvaite Island. 
There is the fourth interest, vhich is the 
Iraq Petroleum Com911ny in Basra, which has 
developed production but 1t ia not yet 
actually expo:-t1ng, ao there are tour interests 
in the Persian Gulf ot at leaet 12 billion 
barrels with those tour interests. 

I have had prepared, air , a atatement showing 
all of the importations into Japan from 
whatever eouroe. 

Good tor you. 

I thought per haps 1t might be the thing that 
you vented. 

'tou are a good man. 

• 
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Frey: 

Ws lden: 

H. M.Jr : 

Frey: 

~alden: 

Frey: 

'/a lden: 

White: 

- 7 -

Would that include the government laporte? 

The t1gures, sir, up to 1939, really 
represented statiet1ca that they were able 
to obtain in Japan and e1noe that time we 
have had to eupplement it as much aa we 
could, because everybody clamped down there. 

Thia ia wonderful . I will have 1t photo­
stated. 

Aa a rule, the Japanese have concealed their 
i mports tor military ooeratione, have they 
not? 

Yea, air. We have no knowladge whatsoever 
ot what the storage would be 1n Japan, t or 
instance, but these figuree have been 
checked because I have given t he n~es or 
the oo~niee where they have come trom. 
For instance in the Netherland I ndies, I 
aeaured both the Shell and our own shipments 
to Japan, as well ae the detailed shipment s 
from the Pacitic Coast, naming the countries . 

The reason I asked 1n working over their 
i mport figures, I have never been able to 
get a world balance except by working 
backwards and I rind that by working 
backwards there ie about 8 billion barrels 
una ccounted tor t ha t - that is in their 
pre-active military period, that evidently 
wae imported for military purooeea and 
concealed. 

Yea. lo'ell, I th ink you v1ll find, probebl>:, 
that they may be shor t that &Bile amount o r 
whatever the mili tary have wanted to conceal 
we haven't been able to get ouraelveo in 
Japan. 

There are very interesting figures that we 
tried to deduce by examining the export 
figures that are published in various 
countries and other data. It oheclta oretty 
closely and they are oomoletely independent. 
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H.K. Jr: 

'lhlte: 

H. M.Jr: 

Walden: 

Saddler: 

\fhite: 

ll'dden: 

SadcHer : 

- s -

Your tlguraet 

Yes. Th•y haTe, tor example, in 1939 , )4 
•1ll1on and we haTe 31. Ve eay orobably 
a little bit lese than what there actually 
wee imported, because there waa one aouroe 
we couldn't get and they are quite independent 
data. 

Let me aek you Just - we have betn told -
the State Department aaye that Japan haa a 
reaerYe or 69 m1ll1on berrele or oil. Ia 
that pou1blet 

I couldn't say, air. 

That eounde rantaatio, Mr. Secretary. Lae' 
year Japan's importe t ro• the Pacific Coaet, 
and t hat waa certainly the bulk ot their 
aupply, wae 27 million barrele, or which, 
aa I reme~ber, the t1gura wa ft 17 a1111one 
whl.oh waa crude. That p robably ,.., moat 
or the crude that would make 15 or 20~ out 
ot that, but any such figure ae 69 m1ll1on 
barrels 1a fantastic. 

Well, it you take the importe ~nd the 
eetimated consumption, and that ia where 
t he difficulty 11ea , but t hie Oart1eld 
eetimate, how good they are we don't know, 
but such ae they are they would 1nd1cate --

That 1a wh7 I think lt la eo dlttloult to 
determine whe.t the stock •ay be, becauae 
they haTe been retlnlng almoa t uo t o 50,000 
barrel• a day or crude ln Jaoan and how auch 
ot that went toto m1lltar.r or naTal etora'e 
and how auch went 1nto oonauao~lon, I don t 
belle•e we can tall. 

It la tantaatlc to thlnk that any country 
le oarrylng three year•' aUOPlY ln atorage. 
I neYer knew ot euch a country. By the 
waJ, Mr. Walden, who na the Manaaer 1n 
Jape~ , la out ln the other room lt you 
want to aak b.1a an7 quesUone. But 69 
allllon barrels Juat aound rantaetlo. 
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I don ' t t hink any country could etore three 
million barrels or oroduote and not have 
anybody know 1t, particularly in t he oil 
business . 

It ia very d1!tioult , Mr. SAddler, to tell . 

Poeeibly when we get through, Mr. Ickes ' 
people and Dr. White could sit down and 
go over sooe or their atatistioe att erwerd. 
How would t hs t be? 

We would be very pleased to do eo. I also 
have a very 1ntereatinK statemen t here or 
all the refineries and t heir looPtions ae 
t hey a tand now. 

In Japan? 

In Japan. 

How much can they refine? 

Their total retin1ng oapaoity, eir, 1e 
5 ,000 barrels a day. 

A d~ty? 

Yea , elr. 

WhAt do they get trom the ~lin fields? 

It is very little. The t otal production 
1n Japan 9rooer and inolud1ng the 1mportat1one 
from Horth Sakhalin UIOunte to about 1!,500 
barrels o day, and I don't think it amounte 
t o =ore than 8 or 9~ ot their t otal require­
men t e. I have the deta1la of those figures 
alec. 

We are going to t ake everything you give ue 
in t he way ot tiguree. 

I aee. 

Ie the storage or a quantity or that 1Mgn1tude -
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does it oresent a eerioue oroblem? 

Xes, indeed it does . Th~t ie an awful lot 
or oil. 

They would have hAd t o construct a great many 
tAnka? 

Xea, but they have been building tanks tor 
years , and it anybody knew the situation in 
1922 and '23 when they had thlot esrthqu.ake, 
there wns an awful lot ot underground storage 
that was destroyed and etutt came uo and 
figures came uo thnt hardly anyone 1lllag1ned. 

You mean they were grea ter t han anyone 
imagined? 

Yes, sir. They had a grea t deal o r underground 
storage. 

ThAt might expl a in tho theory about 69 million 
barrels. 

hut t here was a greo t deal that nobody at 
that time conceived thot they had 1n storage . 

'oiell, given t his problem - nAturlllly, this is 
all confidential what we are asking and what 
you tell us. The Gover~~ent here has stopoed 
the exnort or eo-called av1atlon gasoline. 
Ir we wanted to out on e f ew more screws to 
make lt mo r e difficu l t tor Japan to become 
aggressive, in what direction would be the 
next llll!Ve? 

I th\nk, Mr. Secretary, that if pressure ls 
80 greAt as tO impoverish t hem Of oil in 
Japan, they will move south t o the Dutch East 
Indies. As a matter or fact, right now I 
have a t elegram from t he IndieA that the 
Netherlands Indies and government wanted us 
t o consider sh1pping crude to Japan. \jhen 
I first round that out I wired to the NetherlRnde 
Minister in London and he ' aid it was true that 
they were negotiBting to sell Japan a motter of 
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4o,ooo tone a 110nth, vhioh "'C>Uld be the 
e~iYalent of about ten thouaand barrels 
a dar, tor a period up t o Mat•oh, 19~2 , and 
at the same time he vae negotiating tor 
the eale ot some 2,000, 000 tone to Japan. 
Well, that is --

That is your man? 

No , the Dutch Minieter. It you oared to 
haYe me, I vlll read those telegrams, it 
you are interested. 

Aa tar a s I a~ concerned, it ie pitifUl how 
ignorant I am. I admit it. 

I m11toh you. 

I don 't think that is any d i eadYantage, 
beoauee anything you 'knew about what wae 
going on yesterday is all turned o•er today. 

Ot course, the man who vas negotiating, Ealy, 
vas put in jail and about ll or 12 of hie 
band were also incarcerated. 

The Rising Sun gat e ita eupply entirely t rom 
t he Royal Dutch Shell, doesn't it? 

Yes, air, t hat ie a eube1d1ary o f Shell. 

Ie there any oil i n I ndo-China? 

No, air, none a t all. 

The Japa are in there alreadr. 

Yea. This deYeloped baok on t he 19th ot Julr 
and I oa11e dow and reported it to Mr. Gradf 
ot the State Depart11ent. The original tele­
gr~ vae this: 

"Netherlende Indian GoYern11ant -• th.h ie tro• 
our •anager in tha Netherlande Indies -
"Netherlands Indian GoYel'lllllent gotYe Ul following 
t1legraa todaJ. Reterang to my 192, pleaee 
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inform our eubaidiar7 go•ernaent would 
appreciate unneceeear7 dela7 be aYoided 
in ncgoUationa about iiiPOrt ot crude oil 
in Japan. I understand Rising Bun ie 1n 
ch4rge ot the current negotiations tor 
which the Shell has alread:y gi•en required 
inetruotione. Suggest 10u aek loloniale 
whether the7 are prepared to euppl7 normal 
ehare baaed on the producti on proportions 
during 19J1, namel:y, 73 againet 27~. • 

Thia telegru was sent b:y the Min1aur ot 
Colonie a to the Go•ernor Genera.l under date 
ot Jul:r 16th. 

•Aaau.e JOU are t aail1ar with the negot1at1one 
and ve are not gi•ing an:r Yieva tram an 
operat1Ye etandpo1nt until ve hear further 
troll :rou. • 

When ve rece1Yed that telegr&lll, I aent this 
one to London. 

'Received telegram my home late tonight tram 
L. w. Elliott about crude tor Japan. Authorities 
have juet 1ntormed me about Minister Welter's 
telegram to Governor General under date at 
Jul:r 16th. Neither Elliott nor we knov 
anything ot negotiations referred to which 
apparently originated 1n London and may have 
been hAndled by Shell.• 

We rece1ved the tollov1ng telegr&Ja the next 
da7. 

·~alter advises Japan et their end have been 
negotiating v1th Shell tor prompt del1YerJ 
ot approxiJUtely 400, 000 tone ot crude o1l 
which Welte r ie anxioue to be executed and he 
oabled the Governor General euggeeting tvo 
oo~iee ahare delivery beeed on the pro rata 
p roduction the year 1939, namel:r, 73~ Shell, 
27~ J:oloniale. Duboh intorsed him the:r are 
prepared and able to eupplJ the entire ouantity 
involved. The Mintater alec informed •• in 
addition to the above a&Jae ouatomer 1n Japan 
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is negotiating vith hie to import !rom the 
I ndies 2 million tone o r crude annually and 
he anticipates meeting t hat request. Shell 
bAa informed them that t hey are unable to 
deliver ~heir !Ull ahara ae it woul d upset 
economic e!f io1enoy o! t heir operations, but 
they would make up any ehortoge by ehlpmente 
!rom the Persian Gul!. Minister expects 
suggestion same d1via1on in annual export 
as !or the 400, 000 tone mentioned above.• 

What is the approximate data? 

July 22nd. 

'l'het ie al:out half their i moort a. llbat do 
you deduce t hat they intended to dot Did 
t hey i ntend to aupplllnt t hat !roa their 
eourcee in the Uni ted Statea and elsewhere 
or vas t his in addition to their noroal 
purclvleee? 

No, ai r , I thlnk thia aeaooiation vas in 
anticipation something would be done in 
this country with t he prohibition or exports 
and they were endeavoring to find ano t her 
source o! supply in the event t hey were 
shut orr !rom t his country. That ie my 
belie!. 

~r. saddler, if Japan had 69 million barrels 
in storage, they wouldn 't be eo terribly 
anxious t o get more, would they? 

I can't believe, Mr. Secret ary, that they 
have 69 million barrele i n etorage in the 
!iret olace. I think t~t ia rantaatio. 
In the second place, it ie only recently 
tlvlt t he 100 octane gained and even g7 
octane has been aa i aportant ao that vhatev~r 
they have aeeuaulated, they have accumulated 
in the loot two or three or !our years . It 
doesn't go baok to the e~rthquake tiae, as 
t a r as av i ation gaaoline 1a oonoerned. 

Thi s figure the Secretary haa mentioned is 
!or all petroleum, not only avia tion gee. 
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It ie crude oil. Could tbeJ eaallJ aanu­
taoture a leadt 

No, air, I don't belieYe tber could. 

Harrr, we will come to that later. You 
(Howard) bave got the tetraethJl lead. 
Do rou mind waiting, Rarrrt 

No. 

Nothing bae been done, Mr. Seoretarr, on 
tbat crude tbare. There hila been no deal 
made bJ the people in London or t be neonle 
in Japan. 

Again, I mean tb1e 1e all bare - I mean, 
appr~xtaately vbat do JOU oonaider rour 
1nYeetaant 1n tbe Indieat About wbat would 
you u.y it waa? 

I would ear, air, it ie rougblJ conatruot1on 
above ground ot eoaetb1ng like 50 million 
dollare and ae tar as tbe value or tb• o11 
1n the ground, it would be a Yerr large 
t1gure. 

But the aaoblnerr , 50 million dollara? 

I would •&J so, res. 

And vba t would rou gueu t he Shall' 1 1nYeetment 
1at 

I would e&J there 1e at ltaat three tl:lee 
more. 

Three tiaee moret 

Yea, e1r. 

Do JOU want to aak eoaeth1ngt 

I aa kind ot our1oue to know Wbttber any 
••••urea baYe been tallen to deetror tbeee 
oil producing propertiee in oaae tbe In41ee 
were ••t&ed bJ Jnpan. 
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Yea, sir, t here baa. ThAt question was 
taken uo with us by t he Dutch authorities 
as tar back as last summer, and they had 
three soecitic stages which they were to 
go through. One was the period ot caution 
nnd anothe r was oreparntion and t he t hi rd 
one was t he critical stage. There was some 
thought nt the time that on the cri t ical 
stage tn oaee or an i nvas ion they would only 
nlug the l i nes with blanks and tha t they 
would t ill t he st i lls wi th cement and destroy 
the numps and the like o f t hat, ao aa t o 
really decommission the plant e rather than 
destroy them, but our l a teat advice is that 
they have the intention of really destroyi ng 
t hem. By t hat, it t here were en inv~sion, 
t or instance, ln the north PArt of Borneo 
territory, which ia the oloaeat place to 
Japan, that wouldn't neceaearlly mean t ha t 
it they invaded t he nort~rn pert ot Borneo 
t ha t the plants in south Sum~ trt would be 
des troyed. It would be in successive stages, 
but ee tRr as our knowledge is concerned 
today, they have every intention or destroyi ng 
it the Japanese i nvRde t he Indies. 

You mee.n by "they", the Colonial Government? 

Yea , 81r . 

Have any oreliminary ateoa been tsken i n the 
first two a tages? 

The first two stages have actually been 1n 
effect. Our ol anta t oday ere patrolled bf 
eold1era . We hav~ been obliged t o bui ld 
boob oroot shelters and t he like o f t hat. 
We have canoflouged our plants at Si ngapore 
and 1n tact there are several ba tteries ot 
a rt1llery a t t he - in the Banke Stra its today. 
They keep destroyers at either end o f the 
Banke St raits . The Island ot Benke is wher e 
the tin comes trom , and it really abuts ott 
e l l of south Sumatra where this oi l 1a eo 
t~t you can r eally close both ends ot i t . 
Those destr oyers bave been out the r e now tor 

~0 

• 

Regraded Unclassified



Ioltee: 

1/alden: 

Ioltu: 

Walden: 

H.M,Jr: 

Walden: 

Ickea: 

~<alden: 

Iokea: 

llalden: 

ICncx: 

- 16 -

eight aontha nov, I gueea. 

Dutoh deetrorera? 

Yea, eir. 

Could Hitler bring preaeure to prevent their 
deetruot1on? 

He probably could, air. I don't know. They 
have been very muoh alarmed out in the Indies 
on aocount ot t he taking ot theae oiti&ena in 
Holland and tranaoort1ng thn baok into Germanr , 
and I IIIl a talking with a Hollander onlr a 
oouple ot dare ago and he thought one ot t he 
110at prominent men they had there, that vaa 
Minister Colin, one ot the torser Preoiere, 
ther t hought be vae one ot the individuals 
that bad orobably been taken baok lnto Oer.anr, 
together with all ot the ex-ottloiale, Indian 
o ttioiale, vho bad connectlone out there, ae 
well aa thoae Indian ott1ciala vho were ho:aa 
on leave and were caught 1n Holland. 

You :aean the7 have taken them into the Ger:aan 
govern:aent? 

Yea, alr, they have taken them out ot Holland 
and interned them ln Germany. 

Cou~d J&ollll make a wrpri .. attack? 

In the Netherlands Indlee? 

Yee. 

Well, air, lt they vera able to get a lr 
baeea 1n Indo-Chlna or Siam lt would aee:a 
the7 might be able to. 

The latest 1ntorut1on 11 that the French 
in Europe have agreed to cooperate with 
the Japaneee in Indo-China in permitting 
Jape to take bAaee there and eetablieh 
militarr toroee there incident to an attaok 
upon the Chinese through Indo- Ohlna. That 
it alreadr n~v in etteot. 
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I think, Mr. Secretary, the aituatlon 1n the 
Dutch Weat Indiea la probably quite like that 
in the Dutch East Indies, and t hat ia Yery 
clear, beoauee we have good comaunloationa. 
All the m1li tary and the Governor General 
are Holland born. They all have ram111ee 
or relatives in Holland and they are 
constantly told that they can look out tor 
reprleale ln Holland 1! they are over­
enthueiaatlo ln following the ~ueen'a 
government directly from London. That makes 
a oretty shaky situation even in the Dutch 
1/eat Indlee, and it would naturally be 
e~ore ao in the Dutch Eaat Indies. 

Ve expect t o get more intoraatlon concerning 
the conditione in Holland on Friday. Our 
llllltlager cllllle out with Kin1eter Gordon and 
ia on the Excalibur, but I do know t bat the -
ln ract, our comonny baan't yet been moleeted 
but in the case ot t he Shell, t hey have put 
in a Ger=an trustee in the Hague and they 
are actually running whatever they can ot 
the Shell 's in Holland today. 

Has any dlllllage been done by the British 
bombers? 

Yea, air, I believe they have. They didn't 
do a very thorough Job when they go t out, 
but I believe that the Royal Air Force baa 
gone back and f inished it, ae tar ae my 
knowledge 1e conce rned. They had a retine.ry 
in Rotterdam that waen 't deetroyed the way 
it ahould have been deatroyed, and I bel1eYe 
the Brltieh vent back and did a better Job. 

Ia Dutch Shell under the aue order ae your 
company in the Eaet Indleat 

Yea, alr. 

It ie a little bit ditterent. They look on 
thie ae a British company end an enemy piece 
ot nrope r ty. Wi th ua , they don't. 

They 11117 that siege vas put into ettect in the 
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Netherlands Indies on the 14th or May. That 
vae when Holland surrendered. 1'hay taka no 
orders !rom anybody today. 1'he OoYem or 
General and tho heAd or the Army and Na"7 
out t here are absolu t ely running it wit h an 
iron band, although they do oooparate vlth --

Aren 't they subject to the same oreesure 
t hat Holland ortioials are in the \teet Indtee? 

l:xaotly. 

Aren't their r elatives and families and all 
tbst sort or thing. 

1'he Governor General ot the Netherlands East 
Indtaa vae the former Governor or Gron1ngen, 
which ls the northern proYinoe o r Holland, 
and all hie family were bsct ln Holland, not 
hie 1~edlate vita and children but relatives. 

And you expect that they wil l eu~it to t hAt 
pressure when it ia anplled, don' t you? 

I don 't know, sir. I oouldn't tell you 
absolutely. 

Ia Indo-China holding up right next door? 

• 

o r course, the Dutch East Indies don't live 
excep t by the grace or t he Britl eh at 
Singapore, because I don't believe the 
tletherlllllde Indies is able t o defend i teelt 
against a power ltte Japan, but, or course, 
with the Britleh I don't bel i eYe the British 
have many ehios out there today, but, or 
course, Si ngapore i s a great halo to the 
Dutch and it bas alvaye been the gossi p out 
t here tha t the Dutch would .upply whatever 
they could in the way or planes and submarine a, 
whereae the British would aupply the heavier 
shipe. 

Wou l d you (White) be kind enough to give us 
the !1gures or the i moorta? In Japan up to 
the last eix months. Do you aleo have e l m1la r 
rtgurea or the oil which 1e lett 1n the Dutch 
Eaat Indtest 
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Yea, air. I 'brought tho •• Ill ong a a wall. 

It you will g1Te t hem to Dr. White , be will 
haTe them ohotoetated and d1etri'bute them, 
I mean how the tratt1o tlowa out ot --

I will explain them to him in detail. A 
lot ot this oil, ae I aay, goee trom South 
Sumatra to Singapore and then 11 rediltri'buted. 
Now, we lutTe all ot our own dhtri'bution, 'but 
we haTe t o gueae at the Shell'•· 

Do you want to aek anytblngt 

No. 

llaroldt 

No. 

You gentlemen? 

Do you expect me to etay and --

Oh yea. And the tetraethyl lead. 

Yea. 

Yee, you etay. Dq you want t o do that next 
or can I go to Mexico, Venetuela and Colombia! 

Juet ae you oreter. We are here at your 
d1epoeal, Mr. Secretary. 

Doee it make any ditterenoe t o you oeoolet 

Let 1 • do Mexico, Venezuela, and Colombia next . 
lllult 11 the nicture on t hatt 

Atter you called me yeeterday atternoon, 
Mr. Secretary, - I think you baTe all the old 
1939 tigurae. 

HaYe vet 
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I will furnish t hea to you, to be sure. I 
bBve given - I have got together here a 
memorandum and I had t o do it lsrgely 1n 
pencil or the or oduction i n nll these 
countries and Japan and Asia and Africa 
t>nd Europe end South America re t lne rles ' 
capacities . I have go t i mports and exoorte, 
118 far ae we know t hem . 9o~e or these figur es 
ere only tor a month or two or this year and 
eome are more up to date. Some are three 
months' figure~ . eome Bre t our months ' t'lgures, 
some Bre two months ' figures, and I will leave 
all those date with you. I t hink that I can 
~1ve you the hlghl i ghte , then, or the --

Coul d you, tor us? 

Yee , s lr. The ~exicsn a1 t uet1on 1e tba; they 
oroduce about 110, ~0 bArrels 11 day. They 
were eelllng to Germany and Italy as against 
bart er business when they were not in ~od 
standing 1n other plscea, nnd didn 't have 
sny f riends here in the United 9tstee to 
tske t he s t u r r . Then thoee markets went 
down with the war , Germany t1rst and Italy 
l a ter. I t hink they aent a tew cargoes to 
Ja)Hin and Jaoan has shopoed ~> round a ~od 
deal over in South Ameri oo and have asked 
to get a ce rgo , sample o~rgo , trom Peru 
and a s emole c~rgo !rom Vene~uela and Mexico 
Pnd eo forth, t o know what they could get 
1! they were shut orr !rom the United States, 
but Mexico, I think t here 1a ~ Ja~aneae 
co~oany work1n~ i n there and oroduc1ng 
o11 . I don't know 1f they hPve sny 
ae r1oug o roduction and l.ex1co h!le ehloJ)ed 
a l ittle oll to Janan. Moat olacea Mex1co 
can't get a merket to r t h1a oil. More 
recently she has been ahi p?i n& somet hing 
like - a subs t ant ial amoun t of oil to a 
ret1nery down on t he Gulf Coast and 
that has been ret1n1ng l nrgcly tor re­
OT.nort to J aoan. That has been going 
on t or a yea r or ao . The Commi ssioner or 
Atta1rs patched un h1e bua1ne•s v1th the 
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Mexican OoYernsent with 5 11illlon barrels 
a year tor them and brlnge it to the United 
Statee tor a period or tour yeara, ae I 
remember the lntormation on that. Mexico, 
ot courae, haan't ~etten the market pr1oe 
tor oil. She haan t aooompl iehed 88 much 
aa waa expected, because abe didn't have the 
techn1oal or reliable people to run the 
bueineae. Their nroduotion now is about 
where it wae when they contieoated thoae ' 
walla. Nov, they are trying to eell a 
little ell to Uruguay. I don't t hink that 
bee been closed, but that ia about the 
picture ot the Mexican eituation there. 
They dreeaed up with acme oil th~t they~ 
had atolen. They haYe relat1Yely ameli 
outlet a. Alae, I think our int or11at1on 
baa been that anything except a akiJ~t~~ing 
operation, they aren't oo11petent to handle 
and I think the peonle who lett properties 
there and aav that they were threatened, 
didn't do auoh to maintain them. I know 
our property, when they took it oYer, our 
refinery waa in a shape t hat we wouldn't 
operate 8 refinery anywhere alee in the 
world, but we eaw this thing coming end 
ooneequently we didn't keep it up in a 
etate or repair that we would have, but 
I think we abandoned all cracking operations, 
tor instance, down there, when they had to 
ooerate with native people, Juat skimmed the 
oil. That is about their aituation. 

KaYe you any information on that projected 
pioe line acroee the Veet Coaett 

No, I haven't heard anything definite on 
that. It ia teaeible and the natural place 
would be at Tehuantepeo. I th.ink they haYe 
had a good deal ot trouble getting any aerloua 
reeponaible American contractor to go down 
there and do anything tor them, and that 
thing, aa tar back aa a lmoet - well, it vaa 
)0 yeara ago, to my knowledge, they talked 
about a pipe line acroee the Iethmua ot 
Tehuantepec. There ie a pipe line to Mexico 
01ty, but I have not known ot anything eeriouely 
being done on the actual oonetruotion ot that 

66 

• 

Regraded Unclassified



!Cnox : 

Saddler: 

H. M.Jr: 

Saddler: 

- 22 -

Iethmue o1pe line. Doea th~t cover Mexico 
in general? 

What is the total amount or gae, actual 
gasoline made in Mexico? The refineries 
must be in wretched cond\tion. Is there 
any eignirioant amount or gae coming out 
or ~exico now? Gasoline, not oil, not 
crude oil. 

No, I don't think any ie eh1oped t o the 
United States. There ia this ooeration 
or the East Coast refinery that ie reexported. 
I don't think there \e any gasoline ae euch­
ae a matter or tact, t here ie no gasoline 
anywhere comi ng into the United Statea 
t hese days. 

I wasn't t h i nking about the United States, 
but whe t her they had it ava\lable. I was 
thinking oarticularly Qf it as a aource or 
supply to Germany through Soain. 

\/ell, the latest tntor10ation on shipments 
to Spain is that nobody, as tar as I know, 
is willing to send a tanker to Eurooe without 
a British navicert. Maybe 60 day~ ego or 
some little time t he Brithh enid, •·.iell, 
we want - well, we will have to allocate 
or someth ing tor Spain, and until we ~ork 
that out, we won't \ssue any navicerts.• 
A matter or two weeks ago they aaid, 
• vell, we have decided t hat we will on1y 
give navicerts to Soaniah tlag veaeela,• 
and t hen they ellid, 1 lle might tell you 
t hat t hat is the present deoh \on and that 
ie l \kely to hold tor quite awhile,• and 
t here aren't any Spanish ~eaeela, eo I 
think definitely that ahipmente ere not 
going to Spain and I know th~t they - in 
the Canary Islands, where a Spanish Company 
operates, t hey have royalties due to our 
operations in Vene~uela and they buy crude 
!rom us . None or that h&o been shipped 
tor some t i me due to this navicert thing. 
They a l so got i n the Csnsry Ialanda crude 
trom Iraq. or oouree, aome or the 
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Medeterranean ia cloeed. ~17 beet sueaa ia 
that the auppl7 to Portugal and Spain tor 
the laat 60 day a baa been al110a t nll. 

We have tlnally gotten a log ot that tanker 
that vent over there and all ot that oil -
none ot it vae delivered to Spain. It vaa 
all pumped right into Italian ahipa. 

Italian ahipa? 

Italian ahips. And the question ia whether 
under ~rican lava he, having cleared tor 
Spain, ia liable or not, but the log ot the 
captain aho"a he puaped that &l.l into 
Italian ships and not a drop ot it vent to 
Spain. We only got that yesterday. 

Vall, that ie the on~y queation I had, 
Mr. Secretary. 

Do you vant to touch theae other oountriea7 

Very much. 

Peru produces nov about 28,000 barrela a day, 
That largely gpes dovn the West Ooaat dovn 
to Chile, a little bit oomee around to the 
East Ooaat ot South America through the Canal. 
T'WO or three montha agp our Canadian aubddiary -
maybe it vas before this Britiah appeasement 
Plan - at an7 event, it vaa at the tl~e that 
Japan w.a ehopolng around to a ee vhat dltterent 
lUnda ot crude t here wee. They a old thea one 
oargp, I think, v1 th an option ot three more. 
One cargo vas delivered. I don't kno" vhether 
they --

It hasn't been delivered yet. It vtll be 
delivered in September. 

I don't knov whether the option vas ever 
exeroieed tor t he other three cargoea or not, 
but I think that 1a the only ahipaent out ot 
Peru that vent Weet and that tor a long, long 
tlae no ah1paenta had gone trom Peru except a 
llrlthb 011 Company ahipa to the Ul an4 l)Oaalbl:r 

68 

Regraded Unclassified



llh1te : 

Saddler: 

- 24 -

eome or the produotlon or producta frolll our 
own country went t o the U. K., but moa t or 1t 
went through the ?araama Can111 Md do wn to 
Bra£11 and t hat a rea. 

Colombi a produces 56 - I guess t h is yea r 59 
b~rrels a day from our p roperty. That nll 
goes t o Canada and to Aruba, our refinery 
at Aruba. So the bottom1 for lubricating 
oils come to t he United St a t es, a substantial 
oe rt, maybe from 28 to 30 , 000 barrels of 
crude for special lubes. 

There is 1n addition 14 thou1and barrels a day 
tha t belongs to Socony and Texa1 t osether from 
the Saroo concession. That 11 light crude. 
It has only come Q:lwn to r !l&ybe a period of 
aix or eight months. I don 't know Just what 
the Texa s Ooopany d1d over there, but I think 
thoee t"1g-.1rea I have given you will be our 
best guess as to the d1a~oaition o r that 
14,000 bl<rrele. 

What happens to the refined atutt trom the 
Aruba tha t you send? 

I will give you that in connection with 
Venezuela, beoauae practically all ot the 
Dutch ¥est I ndies refining i1 trom Vene£uelan 
crude. 

llo'lt, Peru and Oolo!llbh, the Argentine produces 
only crude tor let'a aay 50~ . I don't follow 
it any more, but it hee no erport whatever. It 
1a an importer ot \:f'Oducte. That ia all the 
production ln - Trinidad haa about 40, 000 berrele. 
The Brltish undoubtedly take all of that. 

Venezuela ie p roducing, according to the last 
figure I aaw, about 515 ,000 barrel& a day. All 
aub•idla ries have about - and thtt goes up and 
down a little bit from tlme to tlme, but about 
hal! ot it. Over a period, I would aay ln the 
past, we mlght have been nroduolng 52 or 53~ 
or thls - sOmetimes 6 and 1ometlmes 4~ or 8,000 
barrela a day. None or that - we don t do any 
business wit h Spain or Portugal except a little 
aaphalt and a a!llall amount ot lube oil a, 10 that 
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none ot that bas gone exoe'Dt to European marltete, 
like France, and t bat wae later out ott, and 
Great Britain, South American markets and to 
the United Stntee. Part ot thAt hae gone as 
crude and part ot it hal gone as oroducte ot 
the Aruba Refinery. 

The Royal Dutch are running - ot oouree, I expeot 
about 1~0,000 barrels a dey. They have been 
under a British cont rol and they, like ua - I 
t hink we are not eelling t o Spain. Tha t goes 
back to t he t ime when Spain deolared a monopoly 
end they exprooriated our oropert1 a. and they 
paid us t or them but we never wanted to do 
business with them atter they made that monopoly 
and t hat tell alaost a hundred percent t o the 
Texas Comoany and, I t hink, Cities Service may 
have sold r.heo some, but Just aa a utter ot 
policy we di<l.n 1 t and the Royal Dutch di<l.n 't 
aell t he Spanish Monopoly anything. That may 
have been eight or ten years ago. 

The Oult has a production, the total orcduction 
might be ot the order ot 100, 000 barrels a day, 
ot whloh the Oult prooer benefits by about 
fifty percent and our Canadian eubaid1ary by 
about twenty-five percent and t he Shell by 
about twenty-!1ve percent, eo that t hat fo l lows 
t he trend or movement thllt I have g1ven you. -

That comes out through Vener.uele? 

Yea. The Oulr and the Shell and we are t he only 
reel producers in Vene~uela. I n Colombia, 1~,000 
barrels ot the Socony-Texaa oartnerehlp and ou.r 
59,000 barrels troo our Canadian eubeid1ary --

Roughly, there ia abou t 350, 000 berrela a day 
exoorteble aurplue !rom the region, isn't there? 

From t he region? 

From the Cer1bbean region? 

Oh no, it ia more then that. Taite Vene~uela, 
it p roduces ot the order - tor a year ' s average, 
I w1ll aay 525, 000 barrelA. I 'IICU l<l.n 1 t th1n1t 
t hat Vene~uelen consumption plua the Dutch 

70 

• 

I 

Regraded Unclassified



Frey: 

Saddler: 

H.M.Jr: 

Saddler: 

H. M,Jr: 

Saddler: 

H.M.Jr: 

Saddler: 

R. M. Jr: 

Saddler: 

H. M. Jr: 

Saddler: 

Jl':nox: 

- 26 -

Weet Indies consumption would - it would 
h&rdl;r take oare ot 25, 000 barrel a, '!'here 
are 9l'Obabl;r 500,000 barrell oome out ot 
Venezuela, 

About ninet;r percent ot what they produce' 

Probabl;r even more . Those figures will 
give it t o you accurat ely, but t he consumption 
in Vene~ela and in the Dutch Weet Indlee 
1e negligible, 

Well now, let me Juet get tbia queation. 
From this north part of Vene~ela and 
Coloab1a and Mexico , that area, ae I 
gather, J~ i s getting pracUoall;r not .hlng 
novt 

I thlnlc eo. It !!Ia)' get a l ittle trom Mexico 
now, an occaeional cargo, but ;rour statement 
1e eubetantiall;r correct. 

And Spain' 

I think Spain equally nothing. 

So t hen the r eet ot 1t muat be be tween the 
u.x. and oureelves' 

And South America, 

And South America. Is tbs t r1gbtt 

Yea, air, !hat 1e the ~reeent a1tuation. 
That 1an•t necesearil;r the tuture e1tuat1on. 

But aa or toda;r. 

!hat 1e right. 

Before ve go t o Rumania and Rueela, do ;rou 
want to aelt an;rth1ng on thU' 

Well, I would like t o add an 1~reaa1on I 
haYe gathered trom t hU oonveraat1on. You 
taka it, then, t hat Japan 1s bound to go, 
11hen ahe u pinched down from auppliee in 
th1e part ot the worl d, t o the Dutoh Eaat 
Indlea t or oil, 18 that rigbtt 
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That ls the reason I make the distinction 
between the present and t he ruture. Let 
me put ~18 to you. Venezuela depends on 
oil for its livelihood. It has eeen its 
product ion shut ln when the European market 
was curtailed. I ! the Venezuelan Government 
would wish to sell t o Japan to strengt hen 
its own economics, any company operating 1n 
Venezuela would have no ohoioe except to 
follow the instructions or the Government 
under Which it vas operating, you see . 

How would you ebip that oil' 

'l'be normal vay would be throUSb the Canal, 
but around Cape Born is entirely reaeible . 

Bow much longer does it take, thirty daye' 

No, I wouldn't think that muoh, perhaps , 
but I can't g1 ve any movement that goee !rom 
the east ai de around Cape Horn and then up 
as tar as Panama, because we ehlp to Chile 
but not up ae rer as Panama and t hen on north, 
ao i! I made a guess , it would be t he wildest 
one in the world, 

But I still think it i8 !easibls. 

It i8 possible, Mr. Secretary, that tor a 
tanker it might 1nvolTB another thirty days, 
but I am guessing at matheutlos. A tanker 
will make nlne knots or ten, 

But again, vbe. t - Secretary P:nox, as o! today, 
the 8ltuation ie that the easiest vay tor 
Japan to get llhat she has been getting trom 
the United Stat es vould be to go down to the 
Dutch East Indies. 

Oh, by all means, 

I mean, that i s the oloaeet, 

Yi 12:1 pressure on, that oan be 1500 tliles or 
some 2500 miles as against all t he vay to 
Oalltornia, vhioh 18 much more , e.nd you haft 
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two appeasement programs. The Br1t1eh 
appeasement program and the Dutch Eae t 
Indies appeasement program, where they are 
both trying t o work out t heir salvation by 
doing t h1nge wh1oh probably they wouldn't 
otherv1ee want to do. 

That concurs Vlth my own ideas. 

Nov, let ' s ge t to Rumania and Hungary • 

.Ul right nov, I v1ll give you the tigures, 
roughly, and you have the boat 1n!on:~ation 
ve have 1n t hose penciled memoranda. 

~many normally produces !1Yo or six t housand 
barrels and ie t oday probably "Oroduoing ten 
in old Austria . It ie probably produci ng 
eight to ten. 

How about t hoee Poland t1eldet 

Poland normally produces nine or ten thousand 
barrel&. It is a very para!!1nouo oil and 
that falls in the Koeo1an domain, I don ' t 
know what Gemany ie getting !rom them, both 
tron a political standpoint and trom a trans­
portation standpoint, but in any event, the 
Polish amount is small , It 18 9 , 000 barrels 
ot not very desirable oil. 

Did I understand you to eay t hat ~rman:r pro­
duces only 5 .~ 

I expect ~roany today i e producing ten and 
Austria 16 a.leo nroducing around ten. 

The Polieh ie about the same si~e as the 
~rman, then, isn't itt 

Yea, air, although I wouldn ' t think the oi l 
would be ae attractive t o them. 

You aren't taking into account synthetic oilt 

I am tallting only crude o11 and no synthetic 
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production vhateYer. Ve Will Juet tollov 
the European crude 81 tuat1on t o the end, 
'Which ia long. 

Hunge.ry probe.bly today i8 producing eo­
!1, 000 barrels. 

Runglll7' 

Yes . It baa been recently dlecovered. 

!'hey own ao8t or t hat t 

Whether it ia aeYen or eight, I can't tell 
you. It is a little mo~ than t he t ield 
mould produce, but it ia under the lllilltary 
urge and 7 , 000 18 about the Hungarian re­
quirement . 

You people have got a s take in that, too. 

We discovered it and it i8 oure. 

Rumania today is producing about - appro!U.­
IIIltely 127, 000 barrala a day. I guess none 
ot that goes out to the Dardanellae, nov, 
A little bit may go into Bulgaria, but the 
bulk or it would be tor RUllllllian coniiiUiption 
and tor export up the Danube. I think the 
Oeraana hope to get about 10, 000, 000 barrels 
a year. I hope I don' t oontuae the tiguree , 
but you will han thea there. Ky 1ntoraUon 
U that She ehould be getting 1t at the 
rete or about 5,000, 000 barrels. That trans­
port 18 principally on bargee on the Danube 
and in the vlnterti11e, by railroad. 

How early does thllt tr8e&e upt 

Ky recollection 1a Ro•esber to April . I 
liYed there tor ten yeare and I ought to 
remember, but I think it vaa about Ro•ember 
to April. 

Rua&ia produces about 600,000 barrela a day 
and con-• it all , It has baco~&e highly 
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mechanized nov, Seventy-three percent ia 
around Baku, Their rotining oapaci ty 18 
about the same proportion ne production. 

Do they manufacture aviation gaet 

Oh, I think so, 

The tiguree &hov no imnorte. 

You mean in Russiat 

Yea. 

Ob, Russia satietiee ita own demand , I might 
add one point about the Oersan 81 tuat1on. Ve 
Wil l come back nov , They have these synthetic 
plants. When they don 't have pe troleum tor 
them, t hey are using t he coal tar trom lignite, 
as you gentlemen knov, trom brown coal. That 
naturally would make them good aViation gaso­
line. They bavo h~lrogenation , They knov as 
much about it as ve do and we certainly can 
make good gaeoline trom it, although my in­
formation is that all the - and our European 
aviation head is here i n the outer ottice, it 
you want t o aek him any quest1one, bu t no 
planes shot dovn eo far that we have a record 
ot are burning higher than 1!7-octMe gas . 

Y.o at ot them 65, that 18 the Br 1 tish informa­
tion. 

Well, certainly none baa been higher than 87. 
lie are eurpr18ed at that . 

Who have you go t outsi de . 

Our foreign aviation gasoline man. He happened 
to be in New York. He is an ex-Aray otticer. 
As a matter o! tact, he ia going out nov tor 
three weeks active duty out at Dayton, I believe, 
and I just told him to etand by out here i t 
you wanted to ask ~ueetione . 

You eay that none ot the planee which haYe 
been &hot down give evidence ot using gae 
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In the prohibition on the Japanese importe 
ot gaeoli ne , 87 wae the limit Whioh wae per­
mitted. In other words , it that limit is 
etteotive, it still leaves the~ high enough 
octane gas to use plano8 With the eame 
etteotiveness that Oormany 18 using themt 

I have never known ot any serious quantity 
ot loo-ootane gasoline going t o Japan, Md 
generally they have bought crude with the 
specification that it would onke titteen or 
twenty percent or either 87 or 92- ootane 
leaded gasoline when it was refined and I 
don't know- Prank, do you know ot their 
haVing used - or Ooorge - or their haTing 
used higher octane than 87 or 92t 

But they have now a h i gher octane plant Just 
completed, 

Therefore, the tact that they can ' t get avi­
ation gao higher than 87 doesn't handicap 
them significantly in the operation ot their 
plan est 

I think that 1B correct. I think they take 
74 olear and run it up. 

Doe en 1 t that out down t he speed or an air­
planet 

I think Mr. Roward knova more about 1 t . Say 
trom 87- octane to 10<>-ootane, 1! the motor 
i8 designed to take advantage or it, there 
ia about twent y percent 1noreace in etti o1enoy, 

TWenty percent i ncrease trom 87 to lOot 

'!'hat ie right. 

And these t1guree tor planes are baaed on 
100-cctane ga~ so the otticera tell me they 

6 

• 

Regraded Unclassified



Saddler: 

Xnox: 

H.l!. Jr: 

Saddler: 

Jtnox: 

R.M. Jr: 

lnox: 

H. M.Jr: 

Knox: 

Vbite: 

Saddler: 

Capt. 
Vh1te: 

- 32 -

are not getting an:rth1ns lUte the olai.Md 
ape11d out ot the German planee. 

You think, Mr. SeoretarT, that their planes 
are designed tor lOO...ootane and the7 are 
using t'.7t 

I don• t know about that, but the Engl1eh 
artator• who haTe been o?er ther11 IUI4 ooae 
baolt ea7 that their epeed ie auoh leee than 
the7 olaia it 1a because ot the quali t7 ot the 
gaeol1ne, Md the7 aent1oned 65, not 87. Enr7 
ll&ohine that hae been ehot down, the7 haTe 
teeted the tank where the7 oould and tound 
the7 were ualng 65-ootane f'&•, the Genoane, 
and I haft that other word ot a aan vbo ha• 
been t171ng oTer England and 1n Horwa7. 

Do ,.ou want to bring 70ur aan 1nt 

Yea, beoauoe he hae gone to leta or theee 
pliUiea that have been ehot down. 

I would like to obeok tbe information r1Bht 
here. 

Can I Just go in the next r oom and take an 
inooulat1ont I w111 be right baolt. 

What are 7ou getting inoculated tort 

V1tu1n Bl• 

What does that do to ,.out 

Step• up the ootane to 100. 

(Oapta1n White enter • the oonterenoe) 

Ohiolt, I ude a etat .. ent to the•• sentl•en 
that all the intonaat1on we han here, that 
the b .. t octane we han known ot - Oapta1n 
White hae been located 1n Lonlon - hal been 
87 octane 1n OeJ'IIIUI plan... II that oorreott 

Ye1, 11r, that il oorreot, 
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A.ll the infoi'!'Wtion we have, l!r . SecretC>y, 
would lead us to believe that either the 
information was wrong or that your recollection 
was wrong. 

It might be the latter. I t alked Wit h a 
British aviator who is over hore now on a 
oroourement mission Who has been flying 1n 
Norway and England. His statement to me, 
as I r ecall it, was that they had tested 
the gasolin.e in caotured machinee and found 
the ~rmans were using no hlgber octane than 
65. 

We have t ested it in our own laboratory. 

Yes, air, we have tested probebly 50 samples 
up to t be time I left. 

In your o'm laboratory there ln London' 

And none of them varied more than two octane 
numbers in base gasoline and they were all 
leaded t o 87. They have in most of the 
olanes small tanks tor take-off and they 
use various n1xtures for take-off. 

Do you miod re~eating tha t tor Secretary 
Y.orgenthau' He will be interested in that 
last statel!lent. 

We have tested about 50 samples in our own 
labora tories ot gasoline from captured and 
shot-do~o"n ~rman planes up t o the time that 
I lett London and all of the gasoline that 
we tested was base oc t ane numbered between 
71 and 74 and leaded to 87 octane. It seems 
to be t he standardi ~ed practice. 

I accept that . That 1a much be tter informa­
tion that I have . 

Let me aak you a fUrther question. We hear 
this Messer schm1tt 101 rated as making better 

----------~--------~-----.----------~----~~ 
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than 300 miles an hour. Doeo lt do that 
on ~7' 

Yes, air. 

Do ;rou teel, l~r. Seoretary, t hat t o ttlke ad­
vantage ot this gr eater ettioienoy between 
th is ~7-ootane and 100-oot ane , th is engine 
i t aell baa go t t o be bull t to get the hlgher 
compression and t hat 1& where ther get the 
greater ett1oi enort An ~7-ootane engine , 
tor inatanoe , built tor 87-ootane, doeon •t 
gat this benefit ot the higher octane to 
an;rtb1ng llke t h U extent. 

Well, I am so enormoual:r ignorant. Ari> ve 
buildin~ our airnlane engines suitable to 
t ake 100-ootane gas and ge t the maxillllllll 
benet1U 

I am !)O&itive that is so. 

All combat planes are l Oo-ootane planes. 

That waa a)' 1.apreuion and that g1 vea us a 
greater ettloieno:r tor t he aane weight , iS 
t hat righU 

Yes, slr, 

What is your experience v1 th Russian ootanet 

We haven ' t a greet deal ot intormatlon on 
Vbat the)' are do 1n~ in Rueaia. The onl)' 
things that I know are aore or lees second­
band. There during the Pinn1eh c&llp81gn 
we understand that the Ruee1ane were using 
probably trom 65- ootane vi th 1118Ybe ae !NOh 
as muoh ae six or seven co '• ot lead instead 
ot the usual three to t our oo•a, vh1oh would 
give them 1n t he engine pr obabl:r an ettect1ve 
~7-ootane but so tar as we know, the:r have 
nothing higher thnn ~7 and the:r even reached 
that b;r the uae ot exoese1 ve lead . 
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~~ite : Then if Germany usee 87 , would Jaoan be able 
t o attain eubstant1al efficiency With 86 or 
85 in her planes' 

Cant. 
Ubite: She is using a lot ot loa-octane or baa been 

1n the past . J apan has been using probably 
eoventy-tive percent of her pu~obaees trom 
us in lQO-ootane. 

White: Does that indicate that she needs 100 to 
get effio1enoT' 

Caot. 
Vhi.to: Yes. 

Saddler: A loa-octane plane won • t tly on 75' 

Reward: Mr. Secretary, you may be interest ed in the 
answer t o this , The Anglo-Iranian 011 Company 
told me that the teet on a shot-down ncv 
engine indicated the eace efficiency on 87-
ootane that t he Bri tish Rolle was getting on 
l oo-ootane. Do you think that is correct! 

Capt. 
White: I had never heard the statement before , but 

it ia poss ible because they are us ing, for 
1netanoe, solid 1njeot1on inntead of oarbur­
et ion. 

Reward: That is correct. 

Onnt. 
l~ite : And the engine ' s over-all dis placement iB just 

&bout the eame as the Rolle. That 18 quite 
true. It i a quite possible tha t 1t is true. 

Howard: I t b1nk t hat 1s the reason tor t heir non-us e 
ot 100-ootano fuel in Germany, that the best 
German engine 18 delivering on 87- ootane 
fuel about the Bllllle pertorm&noe as our engines 
and Br1 t1eb eng1nea on l QO-oot ane fuel, due 
to the uee or d1root injection. 

H.M.Jr: What does that me&n' 

flO 
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The norma1 aviation engine , like our auto­
mobile engine, haa a carburetor. They oan 
subs t itute ror the carburetor an individual 
pump on eaoh cylinder to equirt the gasol ine 
in. That Beems to permit the use or lover 
octane fuel w1 th ecuRl reeulta. 

There is a German engine on tho va:r over, 
Do you gentlemen knov whether or not - hov 
11uoh damage the English have done t o lillY 
ot the German gasoline planta, s:rnthetio or 
otherw1set 

What vas gotten !roo the British av1atore, 
Chioltt 

You talked to Gordon Bell Juet after he got 
baok and he said they had done considerable 
d&mf18e to the Loehna lforlcs and also t hat he 
had sean pictu.rea or the Loehna lforks after 
a bombing rai d , Whioh indicated that moat 
or the reaction ohambere had been put out 
ot commission. That is the moAt authentic 
information I have . 

I heard t hat tour ot thoee 
badly damaged by bombings. 
anything, Frankt 

No, I haTe no neve on t hat. 

plants had been 
Have you heard 

That ie the hydrogenation plantt 

Yea, air. 

Are those plants easily rcplaoedt 

In about 18 months. 

Aro you able t o estima t e what proportion or 
the oil euppl:r hae been put outt 
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I have no idea. 

How much SPr1ous damage have they done to 
the plants i n Englandt 

That we know ot , there haa been nothing. 

Ve wondered whether we were being told the 
whole truth about it. 

There vas a report Juet day be t ore yesterday 
that the Gerwaa.ne bad bo111bed a town in which 
the Shell Ooapany has a hydrogenation plant 
and other plants. What harm it bad done, 
we don ' t know. The German reportl said they 
bad started several large tires and they 
also ola1111ed to have started tires at one 
ot our plants, but our own people say they 
wore oont1ned to one tank and they seemed 
under oontr ol . 

Our retinery in Southampton hllrbor, Hr. 
Seoretary, has been shut down by the Br1t1eb 
aut hor! ties. I think they are not :running 
anything there. They 111ay be running up as 
muoh as they have, but we are not sh1pp1ng 
any. 

Xr. Saddler, troo what I ha•o heard, would 
this be a tairly oorreot statement, that 
Russia 1s using all or 1te own oil and not 
exporting any to Genoanyt 

My beet guess is that he r hel p to Germany 
along those lines, due t o transportation 
ditt1oult iee and due to her own requirements, 
1e l i kely t o be very, very small. 

Then Gerraany relies on itnelt, Rungary and 
Ruman! at 

That 1e right . 
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And its stored up var eupQly, 

And the synthetio ~roduote , Nov, they 
captured some, ot course, in Belgium and 
Holland. 

Is thU --

In FrMce, didn't the;rt 

I don't believe they captured muoh in Franoe. 
I haTe seen renorte trom our people who haTe 
Tisited our refinery, tor instanoe, on the 
Seine, two ot the..,, and BOlls other retlneries. 
'!'hose were absolute l)' deetro)'Bd, Al l the 
tanks, the oil vas opened into tho t i re banks 
and touched ott and that vas ver,. co~lete, 
although the retinlng eQUiJ)IIIent i teelt had 
been degassed, pumped out and degassed, and 
a great part ot the r otiner)' equipment ie 
intaot but no stooks. 

The Frenoh did thatt 

Yea, sir. Our own toroe did it under Fronoh 
m1litar)' instructions, You see, our toroe 
were in the military, but that vas true ot, 
I think, tive or six rotineriee on the Seine, 
tiTs refineries, and they ruined a11 in­
stallations tor refining. 

What does Italy do tor ita oil' 

Italy ueed t o get ao~e oil trom Iraq, eoae 
troo Raita and 1'r1l)()l1, '!'he)' used t o get 
soae oil troo RumaDia. It il poaaible it 
nov gete some oil over-land trom Rumania. 
'1'ha t 1e a11 ItalT go te. I think there u 
negligible production in the Po Valle)'. Ve 
haTe, I think, 100 barrels a da)'. 

A ~ittle bit trom Albaniat 

'!'here is a little Albanian production r ight 
aoro.. the 8tra1 t. 

I 
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'l'hat 18 ver7 emall. 

KaYe )'Ou aft)' idea hov •uoh storage there 1s 
ln Ita1)'t 

I oould get )'Ou that lntol'llatlon, elr, but 
I don't bel1e•e I ba•e 1t with me and I 
don ' t knov that ve could get the actual 
etooka. We could get )'Ou a deaor1pt1on ot 
all the storage 1netallat1one, but I don't 
belle•• ve oould g1Ye )'OU tbe actual etooke 
1n the laet )'oar or eo. 

Vell, Xr. Saddler, What 11 the moat recent 
estimate' I knov laat )'ear )'OU made one 
tor ue ae to the euppl1ee, hov long euppllee 
German)' hae on band and ehe baa aooeu to, 
and I tal)', hov man)' aontbe do )'OU think 
ebe oould BO' Vbat le the aoat recent eeti .. te 
)'OU ha Ye mAde' 

Vall , )'OU eee, Mr. Secretary, ve neYer could 
make a t1gure, atter 1nolud1ng the B)'ftthetio 
oapao1 t)' in German)', and I think we tinall)' 
had ae•en h)'dro plan te, 41dn 1 t ve , Frank' 

I don 1 t reoa11. 

But ve neftr oould lUke a figure that 1n41oate4 
there would be an)' shortage ot ~lie• tor 
the military in German)' and nov the)' haYe -
the)' are doa1nat1ng tho entire Rumanian eitu­
ation. 'l'hat 11 125,000 barrele a da)'. 'l'he)' 
ha•e 1 t there 1t the)' can trAn~ort 1t. 

I d1d knov aleo thet their ~et h)'dro­
genatlon plant, Wb1oh val the !tett1n on 
the Baltic eea, hae juat reoe1Yed 100,000 
tone, b7 eea from LatYia, ot Rueelan orude. 
I nottoed that in the preee. 

'!'here vae another oargu vent 1n to be 110Yed 
baolt to Gel'IU.II)' next tall. 

!here Will be a oartaln 110n•ent ot Ru111aa 
oruda to that hJdregenat1oa plant. !hat 1a 

ltatt1a. 
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KaYe you got the location ot tbe nl'ioue 
plantet 

Yes , e1r. 

Could you g1 ve me a llltiP ot tho let 

I ban a map. 

Could rou llllllte a ll&!lf 

Yee, ve could, Mr. Beeretar,-. 

LU:e the one we had on th11 Dutob tb1ng. 

Yes, e1r, ve oould llllllte a ta1rlT rel1able 
map. 

Vould rou do one 11ke thatt 

Yee, 11r. 

ror Oeraw~r and Italrt 

Yea, e1r. 

And a bowing storage ae rob ltnov 1 t1 

Yee • 

ror the tvo oountr1eet 

Our lalowle48'e ot Oe~ var etorage U •err 
eoantr. 

Well, by at leas t -­

Mor.al storage, ve haYe. 

Can you g1Ye ue what you haYO got1 

'fee, 11r. 

Before we go to tetraethyl lead, 11 there 
&nrth1J18 el•et 
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Ito. 

Do rou want the Ae1at1c supply, Perala, 
Egypt, Iraqt That ia a abort etorJ. 

Please . 

Iraq produce• about 84,000 a day, nioh 
comes down 1n two linea that branch and 
go to '1'r1pol1 and Ra1ta. 'l'he 'l'r1pol1 line 
U abeolutely down, The Haifa l1ne ie 
running only - the Haifa refinery - what 
the Ha.1ta refinery needs, and that u just 
tor euppl)'ing the eastern Med1 terranean. 

EgT.pt has eome emall ref1ner1ea on the 
Sue~ aide of the Red Sea and I am gueseing 
that the EgJpt1an production ie abou t 15, 000 
barrele. In &D1 nent anJth1ng they want 
they oan get tr0111 the Pere1an Oult. The 
Persian Oul~, I gaTe JOU. 'l'here are Tery 
large reeervee there . The Anglo-Peralan 
probably produces 25,000 borre1• a day. 
The Ool-'l'ex probably produces 4o,ooo barrele 
a day. I don't Jtnow 1t Anglo-Iranian 1e 
producing that , and Basra ie not producing 
thAt, eo that was 1n the Pera1an Oult, but 
they haTe Ter:r large r eser•ea. 

Could we haTe a map of that , beoauee ln 
case the I tal1ans begin to get in anyWhere 
there, we could see where that production 
u, it I taly 18 mortng 1n anyWhere there. 

Yea, e1r, Except tor what t hey get from 
Rlman1a onr-land. They a1gbt get eoae, 
although they would haTe to control the 
source, also, baolt ot Iraq, vhlab 1• 700 
mile• to Haifa and 'l'r ipol1 and there 1a 
15,000 barrele of oroduotlon , roughly, on 
the weet e1de of the Red Sea, it they get 
that tar. 

It wouldn't be 'f'&rJ d1tt1oult to han acme­
body ulte a up ot that, voul41tt 

86 

/ 

Regraded Unclassified



Saddler: 

H.M.Jr: 

Saddler: 

R. M. Jr: 

Saddler: 

Vh1 to: 

Valde.n: 

Saddler: 

H.M. Jr: 

Howard: 

- 112 -

Oh, not at all. Ye will give you the picture 
ot tho Euronean produotion and retineriea. 

And their location. 

Yea, on a map. 

And the eama information with reapect to the 
Peraian OU.lt area. 

Yea, air. 

Didn't you have a table of the refineries' 

I have one on Japan. 

I hnvo given ynu in those penciled memoranda 
the refineries in all theee countr1ee ve are 
talld.ng about . 

Shall we go on to tetraethyl' How, what ia 
the atory on tetraet hyl lead' 

Tetraethyl lead 1e produced in the United 
Statea t o the extent of about 150,000,000 
pound• a year by a corporation that is eon­
trolled fifty percent by Standard of Mev Jersey 
and titty percent by General l!otora. Most of 
the world - I llbould eay, all of the world 1 e 
ooMeroial. bua1neea has been aupplled tron 
that plant, with the exoept1on ot Gerllall7. 
Oemany has erected nome years ago, a tev 
years ago , a plant t o produos tor ita ooa­
meroial. requirements in addi Uon to mlli tary 
requirements. ?hat lead of Germany vas 
followed by France and by England, those three 
oountr1ss nov haYing their own plants to pro­
duce tetraethyl lead tor military purposes. 

In Italy, there hae been a emall production 
of lead tor military purpoese aleo and in 
Mexioo ve believe that there ie a plant nov 
running. That wae due to our retueal t o 
•ell Mezioo that. 
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Rueala also has some small prOduction ot 
tetraethyl lead, amount unknown, but cer­
tainly none t o export. 

Ie it a seoret proceeet 

The manufacture ot lead can be carried out 
by probably any major oountry, including 
Japan, speoitioally, and they could produce 
tetraethyl lead in limited quantitiea and 
at high coat Vithout obtaining any into=a­
tion troa us. The operation would be peri­
lous and costly, but feasible it noceeeary 
tor military purposes. 

The other plants that I spoke ot, eave the 
Italian plant, have been licensed by the 
Ethyl Corporation. 

Well, could you give us a statement of whoa 
you have licensed end what their production 
is' 

Yes. 

Aro t hose licenses irrevocablet 

No , sir, they are not . 

Per a term ot yearet 

It would do little good to atteapt t o revoke, 
beoauae the patents are about on the point 
ot expiration and have expired in eome ot the 
countries in question and baTing taught them 
how, designed the plante tor them, and taught 
the11 how to produce, there 18 nothing lett 
tor ue to revoke, in effect. 

But again, it I could have a san of the world 
shoVing where tetraethyl lead is 1111.de and how 
much production u, aa tar aa you know it. 

Yee, air , 

Ill there anything elee wbioh ie a substitute 
tor tetraethyl leadt 

ea 
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There 1a no praot1oal aublt1tute, no, 

Doea aY1at1on ~aa need tetraethfl leadt 

Yea, e1r. 'fhe h1gbeat lenl a'fllllable tor 
natural gaaollne 1e aome place between 7~ 
and 78. '!'here 18 no 1!1111 t&r)' aY1at1on at 
all at a level below 87 at the preeent t1ae, 
10 therefore, that gap mu1t be taken up b7 
tetraethrl let~d , 

Ia that what 11 known u doping gaet 

Yea, e1r, that 11 known aa doping the ga1, 
Tho amount used 1a onl7 about one- tenth ot 
one percent and that rauea the qual1t7 to 
the higher levela. 

Let ae aee 11' I understood rour anever. I 
val told b7 an oil aan that ther vera en­
gagad 1n bu1l41ng a plant to aanuraotura 
hotb1ng but aViation gal. Ae I recall , he 
said that did not require, that aviation 
gaa that they produced 1n the epeo1al plant , 
anr treatllent v1 th tetraethyl lead. 

I think, Mr. seoretarr, that rou - I va1 
&trald that rou were going to be a1elee4. 
While 1t 1a true that bale atooka, ae Mr. 
Howard baa told rou, run up to 78 and ther 
oan 11ft them up to 87 or 90, but the7 
have t heee blending agent1. The production 
ot the United States ia eometb1ag like 
20,000 barrela. Tber run from 92 to 100-
ootane and aoDebod7 I:I&IUng those blendi ng 
agents, with the uae ot a blending agent, 
praot1oall7 Without baae atook, then the7 
have 92 to loo-ootane nuaber without lead. 

870thet1o tuela can be aade up t o loo-ootane 
without anr additional lee4. 

fhU bappeDe4 to be pure oil aDd tht1 told 
• thaJ vera bu1l41ag a refiner,, I think 
in 'l'e:u.e or Louial&D&, I aa Dot eure "'-lob, 
llbere theJ vera going to aake aViation gal 
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which would be high enough in octane content 
oo they wouldn ' t have to give it any treat­
ment with the tetraethyl lead. 

There will be an alkalet. 

It may be Just an ordinary aynthotio tuel 
plant, Synthetic fUels are made in the 
United States to the extent or about 20, 000 
a day now by oausing gaees produced by 
oraoking to be combined in liquid synthetic 
fUel. Those tuele are capable, as I say, 
ot being raised to a level of l OQ-ootane 
without the adell tion or anythirllf else. 

Vhen you eay synthetic, you mean it isn ' t 
manufactured tro::~ crude oilf 

I nean it is not naturally a liquid. Gases 
are ~ut together and synthc tized into a new 
oomnound. 

What are the ingredients in tetraethyl lead' 

It 18 a compound consi sting ot four ethylene 
~ups derived tron ethyl alcohol and lead. 
In order to cause that union to take nlace, 
you convert the ethyl alcohol t o ethyl chloride 
~ nd then you convert the lead into a lead 
eod1ua alloy, so your r eal practical materials 
tor starting are lead, sodium, ethyl alcohol 
and chlorine. With tboae rav mat erials, you 
produce a tetraethyl lead, 

r/here does cabal t oome into the picture' 

It does not , 

That ie what the English told me. 

I t hink you are t hinking or bromine. That 
must be i t . Tetraethyl lead, vben added to 
gasoline, baa a desi red anti -knock etteot 
but i t a l so bas cUaaetrous reaulta on the 
engine unless something ia done to oorreot 
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those results and the beet oorreot1n of 
the d1eaetroue effect of lead itself on 
tho engine is bromine, which oarriee ott 
the lead compounds a8 lead bromide com­
pound• that go out ot the olChauet, Bromine 
ie an element which i8 reoove!"ed either 
from brinee or from aea water, . 
Cobalt doesn't come into that' 

No, eir, not at all, A commercial necessit7 
c t a tetraeth11 lead IIAJ!Ufacturer 11 aleo 
a bromine 11anu1'acturer, end that hae been 
the ditfioul t thing. 8aa11 broo:Une auppl1e8 
are available in co:merce. Bro11ine ia used 
ae a drug 1n colllllerce and aiSill.l 8Ut)pl1ea are 
available in the general routes of trade 
troll almost any countr1 10u 11181 get, but 
10u cannot get 8utficient eupnliee tor this 
ourpoee. 

Well, when 10u put tetraeth7l lead on this 
strategic liet, ought we aleo put bromine 
or anJthing else on it' 

Your regulation was properl1 founded. It 
included the other conAtituenta of tetra­
eth11 gasoline, 

It was drawn all right' 

I think that is correct. 

There are no loopholed 

I will check 1t troa tbat standpoint. 

Is ethyl tlu1d a c011b1Dat1on of tetraethyl 
lead and eth7lene d1brom1de' 

That 1e right. 

But all those ingredient• are available an1-
wbere and what 1ou are euggeet1ng u that 
the -orooeiB 1• the obetacle rather than the 
raw iuter1al.•' 
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Yes, I think the prooees would be the 
obetaole . 

Would not Japan have all thoeo items avail­
able' 

Japan wuld certainly have all those 1tellls , 
although how adequate her broolne supply 
would be, I do not know. 

Again, that is a matter of prooeas1ng. 

Yea, that is again a matter of processing. 

Do ve have any United Sta tes engineers, 
chemists or technicians in Japan who are 
helping them make aviation gas or anything 
else' 

No, air, those were all called back at the 
time ot this moral embargo. All the com­
panies concerned Vithdrew their men from 
Japan. 

What about Tidewater1 

Well, the Tidewater, aa you probably know, 
Mr. Secretary, have a fifty ~roent oompany -
they own fifty percent or a company and that 
ooapany today- I don ' t know exactly what the 
capacity 18, but I i .magine around tive or aix 
thousand barrels a day. '!'hat refinery is 1"llD 
under the ~erv1s1on of the technical torce 
ot the 'l'ldewater. I couldn ' t epeak V1 th any 
authority as to who they hAn onr there. 

That waa a standard refinery, though, and not 
aViation gasoline, 

Do you know whether Tidewater baa pulled their 
men bo.o~ 

I couldn't aay eo , 

That would not have been called tor , because 
the only thing covered b7 the .oral e•bargo 
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waa aT1ation gasoline and not ordinary gas. 

So they oould at111 baTe the~ tharet 

Yea, in connection with the normal r efining 
operations . 

P'ranlt, my knowledge of the Japanese would 
:aake me th1lllt it were poaaible, 1t .lnler1oan 
teohn1oal people were out there tor any 
len~b ot time, the Jape would haTe the 
teohnloue dcnm prettr au1olr.ly. I don ' t 
lmov --

They olaia to haT~ t1niahed that Iso octane 
tank wbioh was lett halt t1nUhed. Those 
men haTe w1 thdravn and t he Ja"s haTe nov 
published the statement in the pspere that 
they haTe eueeesstully completed the plant. 

One other point. It I remember rightly, 
the Jape go t a Fischer prooeea up there , 
didn't theyt Didn't they and the Italians 
nut in a Fischer unitt 

SeTeral Fischer units were "rojeoted tor 
Japan and one ot them is actually in oon­
etruotion. That is the prooese t or m&king 
synthetic gasoline troo coal gae rather 
than from oll gae. 

I en' t that 1n V.anchulcuot That 11 my 1111-
preeeion. 

I hne supplied a list of all those SJ!lthet1o 
plants. 

'l'o whomt 'l'o whom did you supply tboset 

Hr. Saddler, d1dn 1 t tbat go through your 
ott 1oet 

It wen t through ay ott1oe --

Oh no, this vas to the State Departaent in 
connection with the moral eabargo. Ve 
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suppli ed a statement on all the BJDthetio 
gasoline pl ents in Asia and Japan, I have 
a copy or it here. 

It would be easier for us if you would give 
it t o me . 

All right , sir . 

We will nhotoetat all that eturt and make it 
available. 

Oh, sure, ever)'thing. I11 that a oop;rt 

Yea, this U a oop:r ot the Japanese and 
Runian SJDtheti o plants, It ie all their 
gasoli ne capacity, s:rnthetic and otherwise, 
eo tar as we have it. 

I t we could have that 

Do you know whether or not Japan ie producing 
any tetraethyl lead in large quantit1ee' 

\fe don 't believe so, but there is one point 
that I don ' t know Whether it has come to t he 
attention ot :rour group or not. In connection 
with tetraeth:rl lead, there is one thing I 
would like t o bring t o the attention or t his 
@'l'Oup, Some t hree weelce a~, we ln'ougbt to 
the attention or the State Department the 
faot that the Japanese had increased enor­
mouel:r their orders tor tetraeth:rl lead. 
We had been euppl:rlng them 150 aruma a week, 
but the:r gave us an illll:lediate order for 3 ,000 
drum•. That order wa• placed through our 
London aubaidiar:r corporation which taku 
oare or the export bueineee. We weren't 
anXious to do an)'thing about 1 t and we re­
oelved an anneal trom our London organization 
to make immediate shipment ot that order. 

Ve lliUBt believe that that order and the re­
quee t tor immediate tultillaent or it waa 
approved b:r the Brit1eh torelgn ottloe, 
because it i e a custom or our organization 
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Saddler; 

Howard: 

H. !of. Jr: 

Howard: 

R.H.Jr: 

JCnox: 

H. M.Jr: 

Xnox: 

White: 

R .~.Jr: 

Saddler: 

Frey: 

H.H.Jr: 

- 50 -

to olear all those questions. We advised 
the State Department a t the time. 

That was during t he appeasement time. 

\Tell , that was jus t three or tour weeks ago. 

For Japan' 

!'or J apan . lfe did not malts shipment ot that 
order, on adTiee or the State Department. 
We held that up and we have not m~e shipaent. 

It you gentlemen haven't anything else--

I have not hing. 

I want to thank you. It has been moat helT>­
tul and maybe we would l i ke t o ask you t o oome 
down again, but it ha e been very helptul. 

I will oontees I know more about gasoline 
now than I ever did before . 

There is just one furthe r question on aviat ion 
oil. 

Well , Harry, these gentlemen - I think some 
o t them can stay behind trom the De!)artl!len t 
ot Interior and get more ot t his t hing than 
both Secretary Ickes and lnox - they say they 
have to leave. Could some or t heee people 
s tay a few m1nutee, Mr. Saddle~ 

Surely. 

Are you (Frey) going to stay With Mr. Whlte 
and go into this' 

Yea, I will be glad to. 

I am ever eo muoh obli ged. 
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sa 
TREASURY DEPARTMENT 

Mft ..... t 6, 19il0 

llr.Oochraa STRICTLY CONFIDENTIAL 

:IV t&lopllo.,. Udo anenooa I aalted. llr. Eaob 1t U.o led.n-al lie.- Jaalt 1a 
r..- tort 1114 azq lr:llowledco of tho t...,.oaoUoa ••Uolled. 1a tllo at tac11e4 oollfi4atial 
ltUor tr ... llr. Boonr. llr. hoke ropllo4 1A tile nop.Un, lnlt p.....toed. to let ao 
tnov 11 azq dotailo of tllh traaoaotloa lllov.ld coao to h11 lr:llowledcl. 

!rho triDoactloa Ulldor queotion pr oba1>17 roov.ltod froa a 'bank in ~ li'l'illl 
1 h11Cf11Pll1o inotr110Uoa to a 'bank 1a lored.aa to oal>lo tho l'wldo for l)alll•t tllr...P 
tho 'klllt 1ll San haaclooo to tllo Geraan Coaov.l Oeural in that o1 tT. !llo _. ot 
the Stocld>ola 'bank 11 a1oo1JIC, !llo led.oral lleoorn laDlt ot Jov York 4ooo not f1114 
1ll lto r-rd• that tho !lftrtceo Ubbank hao u;r accoaat wUh tllo .Aaclo CalJ.Ionia 
I&Uo-.1 1&111< of San hanotooo. 

It 4u.l.red, we COil aalt tile l, J. I. or a tr.......,. ropro-taUn 1A len h-1-
lo I.DqUI.rr of tho ADClo o.J.ltornla JaUonal laDlt for aoro l.lllorao\lon on tllto truo­

.1ll altornatin ~UCCooUon h that tho ledoral looorTO Joar4 aok tho ledaral 
\. luo:..,.o !&Ilk 111 S... ......,1oco to aoko - 1Dqu117. II tho 80cretarr pr tllaro thot 

lbo l'. B. I, ..a tho iDqu1t'7 , I oan 1144rooo tho aocoooarr roqueot to llr . Boonr. 

Vltb tho foaliJIC that tho Sooreta17 aq dooiro tllot llr. Boonr' o further 
uohtuco 1>o oollclted. , I han drafted tho attaclled lot tar. In t llio ..-ioatloa 
I bon tokOD up tile ,..oral quootlon of l)alll&h to tile cUploaatlc and coaov.lar 
ottlooro of tho faor totalltorlaa c<Niltrioo o1nce, u reported 1D rq _r...._ 
doted~ 29, 1~. tho led.aral lie- laDlt of Jov York ou ,tn uo lltUo 
oul.otouo ucopt wl.tll roopoct to tho 0...... ~· and 1\lcll lllloaian l)alll&h u 
11&11 lhrOIICb tho Cllaoo l!aDk. 

' 

. - ..... . . - . ~ 

. . ··-·· . . - . . . ~··. ·. . . ,. .. ~ .. . . r' ·:· ~-'1 .. . : • . • .• . • 
• .-...... '. .1rJ;IIft· ~: .. 'a.ti .. ~ ~ -Lol. ..... :. ·•· -·-. 
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.lugue t 7, 1940 

KJ dear Mr. Hoover: 

fhie will acknowledge reoeipt of the following 
cosunicatlona which TOU were good enough to aen.d • 
recent!,-: 

Jul7 81 - Attempt bJ Dr. Garhart lloia 
Westrick, Coauroial Attache 

Aug. 

lug. 

to German iabaa17, to pereuade 
Mr. Benr,. Pol'C! to u" hh in­
fluence in preventing the 
United States froa furnishing 
war materiale to Great Britain; 

1 - Memorandum on the current 
European eituation; 

2 - Further inforaation on the War 
Departaent meaorandua on the 
Fifth Colum. 

I greatl7 appreoiate 7our aaking thia informa­
tion aTailable t o .. . 

Tour• ainoerel7, 

,.._..., ... a n a,J, , 

Wr. J. Edgar Hoover, Director, 
Federal Bureau of Invettigation, 
Washington, D.C. 

' 

:oo 

Regraded Unclassified



July 3l ' 1940 

PERSOIIAL AIID CONFIDEIITIAL 
SPECIAL UESS!>NGER 

n.o Honorable 
n.o Soc:retary o! tbe Treaaury 
riul\1nit.On, D. C. 

~ cloar 11r. Secretary: 

Sincerely youre , 

Incloaure 
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Jlll,r JO' 191,0 

!1 4 !40RANDUII 

FI'OCII a rel.i&blo oont1dent.1al eolll'oo , WOl'll&t.ion I'IU 

be., reoo1ncl that on or about. Jill¥ ll, 1940 Dr. Ger hart. 

.Uou Tieot.riclt, C...,.rai&l. At.t.&ohe of tho Qo....., llllbuq 1 

aobinj;t.On, D. C., -.tomeS wit.h lb'. H...,. Fore! at. Det.J"'it , 

l.!ichi llan, 1n en oncloa"'r t.o poro\lado lb'. Fore! t.o uoo hio 
1nnuenoe in keepin& tho Unit.ocl St.atoo ancl the Oo,..rnment. 

l.horoo! !rCD tllrnUhizlg llll;T a&tori&l.o of _,. t.o Groat. Britain • 

. ost.ri ck ot.at.ocl t.hat. it t.ho eoiii'Co of Brit.a1n 1o war ouJ>P13 

woro cut. ott, part.ioularq !I"DDa tho Unit.ocl Stat .. , tho war 

""uld be error 1n n1Dot.7 4qo or br sopt..aben ad.:11nr it t.ho 

Uni t.ocl St.aho flll'nuhocl Groat Britain ouppllio , it .,ulcl onl,y 

prolona tho inerlt ablo, tho do! M t of !!llglm cl. Ill'. Woot.rick 

u oaid t.o han be en okillocl in bU att.•pt.ocl poro~~&eioo and 

t.o han put. forth a rroot ~ a r,_nto t.o aobien bio point.. 

110 eonclu<locl bio !nt.orrlew by oa,rin( that it AMrica .,u1.4 

retrain traa bolpine ~cl, AMrica .,uld t.buo bolp Oona&IV• 

ThU ..-rk ond.ocl tho oonn roat.ion, ina&aluob ao Ill'. Fore! 

thereupon t.old Weot.riok that. bo, Ford, bolioYecl •·• • trick wao 

j\llt anot.bor cJ"OOk, or wordo t.o that ettoot. 

fioot riok Mclo no a tt.Qpt t.o oonoo&l. bio &Uaion and 

upreoood no indicati on t.bot. ho clooirocl bio rloit t.o !lr. Pore! 

to be kopt oontidontial. Weot riok 1ncliootocl a dooiro to ooo 

Sonat.or Vanc!OIIl>ora and t.ho oli,UNit.ion woo aado t o b1a that bo 

ooulcl probabq &ot in t.ow:b with t.bo Senator tbro<lcb Ill'. l'rallll 

llcKq, a RojNblioan loa4or in llicbipn. Tho eoiii'Do of 

Wormatinn rr- 'lftioh tho abcrro wao obtained cl1cl Dot know 

whotbor t tllt.rick had later oallocl IIPO" Sonotor Vandollborl· 
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the Honorable 
the S.<>ret.&J7 of the Tre&8ll1'7 
11uhingt<m, D. c • 

.ls of poasihle int.reat. to )'011, there 
ie being tnnllldtt.ed berewitb a _,ranclola in<>Ol'­
porat.inc Wo...ation r el.atbe to tb:l:"""\ 
~ eituat.i!m whicb was obtain 111<1 8\lllmt.t.ed 

M'l'lii'Oiijii a <>Ontidelltial eo\IJ'Oe balinecl to be 
Nlllable. 

Sincere:Q' youre, 

!Mlowre 

BY SI'EI.lL IIESSIIIIGBR 

• 
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1 4 

August 1, 1940 

IIEIIORAIIDUII 

The <XIltinued sinking o! Dlerc:h&nt coavo:rs and other 
vessels in tbe vicinit)' o! the Britl..sh Isles '1M;¥ 1118ke BnglaDd 
realize tba tutillt)' o! oantinu.ins the war. It is reliably 
reporle<l there is at the present tiM agit&Ucm for a reTOluUcm 
in SCIUth Urica as a result o! SCIUth A!rican opposiUcm to the 
conUnuanoe or the oan!liet. 

In the event o! a Oel'li&D iJrfuicm and defeat o! ll>!gland, 
the leaders of the British OovemMDt will transfer their aeth­
ities to, and tuneticm from, Canada. The British neat will also 
operate !rom Oinada and other far-flung British posaeasicma and 
in eeae of neoesait)', will enter ADlerieen ports for supplies with 
probable acquiescence o! the United States. 

Oel'llllll\Y is settiD£ her houoc in order With regard to 
tho EUropean ee<nanic bloc and tho political aspects or her 
tut>Jre control of tbe Oontinent. ~soia is not believed to have 
""Used Oel'llllll\Y any inconvenience lateq and tbe Russian-German 
program is tbougllt to be operating on schedule . 

'llh1le Dei'IIIIIJ\Y looks upcm the existing Petain regiJie in 
France as very favorable, she 1a not CCIIlpletel,y satisfied inaiOilcb 
as the Petain GOvernment has chosen the close cooperation o! sucb 
laaders as ta'Q.l who are not aeeting Hitler '• expeetetions. 
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'6 tblnt kn11 d! Jamdtgllltllu 
bttrll &mm lqartJand of Julin 
~ .. ~~. 
..t uguet 2, 1940 

.,yt rl ctlu Pfraonol qnd Con f ! dent!ol 

Honorabll Btnrv Jlor gantllau, Jr. 
S1cretorv of the Treaaurv 
r aahln gton, D. c. 

Jr!tll re.ferance to •v letter of Julv 30, 
1940, c oncerning the ra r Dtpar:AflUJL«.M~LI!I 
on t he fltt.h Co Jua n, I """'ted to odvtee vou that I 
b1ll111e tllh aattl r /loa no1> bun clqrll!ld ao thot 
t il l original Directi ve o.t the Pr•etdent ehall etill 
pra uc.ll. I I><J1ltld vou to k no., of tllla eo that 
vou ~uld not gl111 the aotte r onv furthlr cone ldero­
t lon c. t thle ttn ... 

I IIIII 

Stnoerel v voure, 

• • 
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Dated A~st 7, 1940 

Reo 1d 9 :10 p, m, 

Secretary or State , 

Washington. 

3414, A~st 7, l p. m. 

My JB44, July 9 , 5 p, m, and 3134, July 24, 2 p,m, 

FOR TftEASURY FROII HEATH AND FOR TIE DEPARTIIENT'S 

INFORIIATION. 

'lbe official statu.:nt of the increase in tlu: RE1cb 1 a 

long and medium term debt during April has now appeared 

whioh togethEr with the statement of short term debt (arc 

my first telegram under rEference) permits a complete re­

port of the Reich's borrowing during the month, 

The long and medium term debt increased during April 

by 959, 000,000 marks to a total of 30, 797, 000,000 marlal o 

Additional 11--loans in the amount of 545, 000,000 marks 

wcrc used and a second 1sauc of the 4~ Treasury ecrtitloatra 

first introduced in llareh amounting to 500, 000, 000 marka 

was sold, The rclativcly small amount ot 4% Treasury 

ccrtifloatea 1aaucd during April ia surprising in vi~ ot 

atatcmcnts in the German financial press that approximately 

two and one halt b1ll1oa .. rka of thrac orrtif1oatca had 

bern aold by tba aiddlt ot May (ace •1 1345, May 16, noon). 

It 
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- 2- ~~~14 . Aus>st 7, 1 p, m,, from BErlin . 

If thtaE atatEmtnts wErE corrEct thEn approximatEly l l/4 

bi llion marks of thEst WErt iaautd during thE first half 

of Way which addtd to 2, 67 billion marks . Short tErm 

borrowing rtportEd in my stoond ttltgram undEr rEfErEncE 

would bring thE total incrEaSE in dtbt during Way up to 

~ .9 billion marks without a possiblE incrEasE i n li--loans 

outstanding. ThE incrEaSE in li-- loans and TrEasury cErti­

flcatts during April was partly offsEt by thE rEdemption 

in oldrr bond issuEs . 

Adding thE 513 million mark inorrnst in short tErm 

drbt (including tax ctrtlfiootn) during April t•tporttd 

in my first ttltgram undEr rEfErEncE to tht abovE figurEs 

thE total dtbt of thE Rtich inortnatd during April by 1472 

million marks which is lEss than in any month sincE tht 

btgi nning of th£ war . :ln tht tight month pEriod from th£ 

bEginning of th£ war to tht End of Apr 11 tht (?) dtbt 

of tht Rtioh incrEasEd by 161 107 million marks to 53, 471 

mi llion marks an avEragE of about two billion marks a month 

almoet two thirds of Which was on short ttrm. Howtvtr, 

whtrtos during thE first six months or tht war ovEr 8~ of 

thE total rEprEsEntEd short tErm borrowing in Karch and 

April lEas thnn 2~ or tht total borrowrd was on abort 

tErm, 

EIIB D.RK 
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GROUPliEETING .luguat 7, 1940 
9:45 a.m. 

Present: 

HJ!. Jr: 

Schwarz: 

H.l.!. Jr: 

Schwarz: 

H.V. Jr: 

Sohwars: 

H.ll.Jr: 

Bell: 

H,loi,Jr: 

Scbnrs: 

B,ll.Jr: 

llr. Gaston 
llr. Young 
llr. Grana 
llr. Sullivan 
)bo, White 
llr. Bell 
llr. Baas 
llr. Chamberlain 
llr. Schwarz 
llr. Foler 
llra Klotz 
llr. Thompson 
l!r. Cochran 

Chick? 

Yea, air. 

Did rou get an invitation for the press club 
next week, that off- the-record talk? 

The \'lar Department 'Mluldn't let Kelser talk 
because he is a free agent. 

He has got a nell a torr, a great a torr. 

He ought to have. 

He en nel')'bod7, the King and Qlleen, the 
Commanding G.nerala, the enlisted aen. 

Ia he optimistic? 

He is optimistic. He •&J• thi1 week the IIO'I'e­
ment of the tide h right and he thlnka that if 
the Ger.ana don't attack thi1 week, ther won't 
attack until apriDg. He thinkl this 11 their 
last chance for thl• .u.mer. 

'lYe will know bT next week, than. 

He I&Ja the thing that worries tha 11 that 

1~8 
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\Thi te: 

H,li,Jr: 

\lb.i te: 

H.L!,Jr: 

Gaston: 

H.ll. Jr: 

Gaston: 

H.U,Jr: 

Gaston: 

- 2 -

if they don't attack that the aorale ia at 
such a hi~-pitoh1 how to keep these aen busy. 
He says this new u.neral haa worked out a sort 
of school for these men to keep thea occupied, 
but he says the morale 1a at auch a high pitch 
that what will happen with these fellows this 
winter he doesn't know, but he said for them 
to establish a bridgehead and hold it is next 
to impossible across the Channel, But he is 
very optiaiatic. 

I met a ~ who has Just returned who has 
very much the same point of new. 

Hewils here yesterday a.nd ie co.ing back today. 

Oh, well, Morrow --

He was here last night and is coming back to-
morrow. • 

You know our man, l!a7, ·he ie here and had lUDoh 
with us yesterday and he has quite an interesting 
atoey. 

You think I ought to see hia? 

Well, both !lay and Richards, the two of thea. 

You fix it up. 

ill right. 

H.li. Jr: If 70u are not otherwise occupied, will 70u haTe 
lunch with lll8 todatf 

Gaston: I will be veey glad to. 

Thompson: I han nothing. 

H.ll.Jr: Dan? 

109 
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Bell: 

H,J.I, Jr: 

Graves: 

H.ll. Jr: 

Graves: 

R.U, Jr: 

Graves: 

H.Y,Jr: 

ll'bi te: 

H,Jl, Jr: 

Cbamber'n: 

Sohwars: 

llhl. te : 

- 3-

I have nothing, Are 10u going to have the 
10:15 meeting? 

Yea, to follow thia. 

Harold? 

This Executive Order establishing the funct.iollll 
of our Department in oonneotion with the Red 
Cross purchases limits our --

Talk a little louder, will rou? 

I sa1, our responsibilltT for the Red Cross 
material enda when we han made deliverr at 
points of embarkAtion , 

Well, what was there in the Order that made 
me think that? 

I can' t aee enrthing in the Order, I didn ' t 
see it,. but I was told there waa some ator1 
in the paper which waa contused about the 
thing and possibl1 rou got 10ur impression 
from that stor1 in he paper , 

Harcy? 

Does aeyboq know aey~ nrr high ;r in the 
American ~resa Comp We are tr ~ to 
get some i ormation from them the1 won t 
gin to the Department of C011111erce. 

I know the President. 

The Treasurer is oaadng down to see 1118 toda7. 

The Seoret SerTioe has Terr olose relations 
with their agents. 

We will take th• onr. 

ti D 

• 

I 
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H.!.!. Jr: 

Whi te: 

Bell: 

H.ll. Jr: 

'l1hi te: 

H.ll. Jr: 

l'ihi. te: 

H.ll. Jr: 

1/hi te: 

H.!ai, Ji•: 

White: 

- 4 -

I know the wife of the President. 

Maybe abe will be the final resort . 

The Treasurer baa been very cooperative. I 
should think he might know. 

Anything else, BarrY? 

You may have noticed a cable in which it was 
reported that Ge!'~WVhad, by bringing sou 
pressure to bear on --

That l6 glass behind :you, Barry, 

No, that was the wood I struck. 

Did you hit your head? 

Okay. The arrangement which has resulted has 
been an extension of considerable credit to 
Gel'IIIB.ey. I raise the point only because I 
think it needs same consideration with regard 
to the general problem. Here ia an instance 
in which Germany ia uaing ita pO\'Iera to e.x­
tract credit f r 0t1 Switzerland which it will 
be able to use very advantageously and the 
extent to which Switzerland haa bean able to 
extend that credit by Tirtue of her finances, 
and ite relationship to the balances we have 
here ia a problem. I em 11.erel;y suggesting 
that . 

ibat are ;you suggesting? 

Well, I think that any consideration aa to 
whether or not to block Swiaa balances, we 
ought to bear in mind that poaeibl;y the 
availability of those balanoea which are very 
large here ::I be a factor 1n enabling Slitser-
land to ext these oredita to Ge~. 
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I am not making that as e. statement, I am 
merely raising that question, 

Well I sent Merle Coohran a letter f rom 
J. Edgar Hoover where he somehow or other 
ran dawn a transfer of $100 000 fr~ Sweden 
to the German Consul Generai in San Francisco 
and somebody is supposed to inform me how much 
these various Embassies and Consule.tes spend, 
That is a nen avenue of getting money into 
these Embassies and Consulates that I don't 
know about . 

I have written you a memorandum on that . I 
te.lked to the Federal on that yesterday, 

Did they know about it? 

No, sir, that wouldn't go through New York 
and I suggested some further i nquiries they 
might me. 
I think we ought to tighten up on that, Merle, 
I am counting on you to do that, 

All right . 

You are giving me an answer to Mr. Hoover, 
aren't you? 

Yes, sir. 

\'/hat else, Ha.rr;y'? 

There is a deal about to be consummated that, 
although it doesn't affeot the Treasury directly, 
I think the Treasury might want to take some 
~osition in it, possibly maybe later, and that 
1s that the Council of Defense has arranged 
e. deal with Australia to take 200 million 
pounds of wool which will be brought here, 
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kept on storage, not bought, but the United 
States will pay the storage charges and 
shipping charges, Which ere about seven 
million dollars. Australia is eager to 
make that arrangement because they fear 
if they keep the wool, they may not be able 
to get it here or it may be lost. The~ would 
like to sell us the wool but the CouncJ.l of 
Defense doesn't wish to buy it and Merle 
wishes to hold it here . That is one part 
of the transection, 

The difficulty, complications, lies in the 
feet that we have been very desirous of 
doing something for Argentine and Urugua;y. 
The;y have e large wool crop to sell us and 
if we take this wool and buy from that, we 
will not be able to make a deal ;dth Argen­
tina and Uruguay. Let me ask the first 
question. 

Are you interested at this point? There is 
a meeting in another fifteen minutes in the 
State Department --

Yes. Harry, you are on that interdepartmental 
committee, aren't you? 

Yes, this is a subcommittee. 

',",ell, if you can do anything about it, yes . 
I mean, if you can do something to help 
Ar gentina and Uruguay, by all means. Is 
th&t whet you wanted me to say? 

Yes. 

Now for instance this interdepartmental com­
mittee of the Stat e Department, is the Council 
of National Defense represented or do they 
know what they are doing? 
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It is the Council of Defenae Which apparently 
has arranged this thing. The State Department, 
I gather, would like to do something more for 
South America and I think we would oe supporting 
the State Department in this position. Vlho 
makes the final deoision on that, I don ' t know, 

It would be interesting to find out. The only 
auggestion I have i a, I wouldn't kill the 
Australian deal, but we could make it fifty-fifty 
or aot~etb.ing like that , 

Yes , 

Sometb.ing like that, That is all right. Do 
what you can. 

Okay, You may han noticed that the Bank of 
France has been placed under virtual contr ol --

Yes. 

That is all. 

Professor Chamberlain? 

I haven't anything special. I am looldng up 
the matters you asked me to look up yesterday. 

I think what we will do, lira . Kloh , I will 
invite Sumner Welles to come here at 3:00 
o'clock ta!lorrow and we will have that aem.o­
randum f or him then. 

C~ber'n : I will have it ready. 

H.U.Jr: In regard to that thing we were talking about 
yesterday, 

Chamber'n: At 3:00 o' clock? 

H.ll.Jr: 3:00 o' clock t<111orrow, it he can make it than, 

1:!.4 
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because I want to get it through State. 

Chamber 'n: Yea . 

H.ll.Jr: 

rute: 

H.!.!.Jr : 

Chamber ' n: 

H,H.Jr: 

Haas : 

H,!.!,Jr: 

Haas : 

H.!.!. Jr: 

(Unrecorded telephone conversation with 
Pa Watson) 

That Yaloney thing, the President didn' t get 
to sign it yesterday, It will be coming 
down maybe tCI!Iorrow, 

There is aanething else I forgot to mention, 
You may have noticed in a cable that came 
over recently that l!ontague !lorman reported 
that the actual expenditures of the British 
Government were so much leas than their 
announced expenditures, their budget expendi­
tures, that I am wondering whether we can 
check up on that because if what he says ia 
t rue, there are some rather serious implica­
tions involved in it. It will be all right 
to --

Sure. 

Nothing more, Mr. Secretary. 

George? 

Did you know that General l!otors put in a new 
manager in Allison? 

I heard that yesterday when I rode down wit h 
Knudsen. They took a fellow from another 
company. 

Yea, it was in the Wall Street Journal . 

I didn' t see it, but he told me. As I under­
stand it, they have a call on anybody that 

1:5 
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th!f Wl\llt, but they put this fellow R81q in. 
I didn't see it . 

George, if you will come here a ainuta, I 
will write this thing out. 

On the airplane thing, I think I would add 
it is okay to giTe Philip Young one oopy. 
He is a nioe fellow. And then I would add 
second, Viar, and third, Navr. 

All right. Did you notice this week's figures 
on the total engines? 

Ia it up? 

Way up. 

All engines? 

All engines, yea . 

McKay and I had a little argument. I claimed 
I got these on Tuesday. I don' t? 

You did once, the first time . Then you gan 
me a day of grace. 

All right. That ia up, isn't it? 

Yes . 

But it is all in the Continental Yotora . 

Iiit those aro the ...Uer onea . But if 
son continues to coae througll, it will 

be a pretty good picture. 

But the big bora didn' t do n17 well. Wright 
only turned out 24 engines. What h the 
•tter with Wright? Pratt & Whitne7, 71 • 

• 
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Well, they get into situatione like this: 
One week they my be way down because they 
are holding up a good m&n1 engines for a 
particular part. Then the part oamea in and 
the{ make deliver ies on a large number. I t 
wil run very irregular, weekl7. 

That is terrible, 

This mn Davison of the Pearce Foundation, 
I haven' t been able to locate him, but 7ea­
terday afternoon I sent by aeseenger a cop7 
of the article over to Colonel Knox with a 
note s~ing it was sent b7 your request. 

That is right. 

Philip? 

Colonel Knox has invited Admiral ETans for 
lunch t oday, the British Amniral. 

Did you arrange that? 

Yea. 

VerY nice. He is ccming in this aorning, 
1an1 t he? 

it 11:00 o'clock, with General Pratt. 

So are 7ou. 

Yea . 

How are the tanka? 

I think that aeet ing went very well indeed 
7eeterday. Mr. Biggers did a good job on 
lt. 

Take a minute or two and tell the crowd about 
it and t ell ... 
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Well, the British want to go ahead on a large 
scale tank progran and they brought General 
Pratt over here, Cocmander of their tank 
brigade in Flanders. He came out to Dunkerque 
and left all his tanks behind. He bad 100 
tanks, 77 with thin armor plate and machine 
guns, no cannon, and 23 with heavy al'lilor pl ate 
and cannon. The heavier 23 were superior to 
the oedill!ll rzeight German tanks that they met 
there and they knocked holes right through 
then and the Germans could not stop the 23 
which he had, 

However, what his program is non is to move 
it up one step and he wanted our '::ar Depart­
ment here to adopt a tank with still heavier 
armor plate, which Goes up to pretty nearly 
a 3- inch thickness 1n front, and one machine 
gun and a 75 - >lould correspond to e. 75 field 
gun in the top, v1hich is really nothing more 
or l ess than a 75 gun on an armored oar, He 
thinks that is the only thing that is going 
to be effective. He sold the War Department 
pretty much a bill of &oods on a heavy turret 
and a heaVJ· gun in the top, enough so that 
they are adopting certain of his suggestions 
for our o>m program, and they are arriving 
very rapidly at certain standard specifications 
whereby pretty ouch of a joint ~rogram can be 
entered into for both the Brit1sh and the 
United States. 

This meeting yesterday "~s called by the 
Advisory Commission. The War Department 
was also represented, I was there . Cox 
1"186 there. We had about 30 representatives 
of domestic manufacturers, such as the 
American Bridge and Baldwin Loc~otive and 
American Locomotive, Car and Foundry, who 
would be equipped to ~o into tank production 
if they wanted to do 1t and at leut half 
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of those manufacturers are very much interested 
in doing a oo:r;ete assembly job, with the 
exception of or complement parte . 

The problem still, beyond doubt, will deal with 
the engines because you are using aircraft 
engines in those tanka, which is somewhat of 
a oanplication at t he moment, and also on the 
denloping heaTY ordnance for the guna and 
the turret. 

Can 1 t they get away from the aircraft engine? 

They are working td th the Diesel, The J.rrq 
has ordered six or seven hundred Diesel engines 
aa an experiment. 

In connection --

From Guiberson, 

1ULke a note, when Guiberaon comes into production, 
George, he isn't on here - Houston, Texas - he 
makes a rotary air-cooled Diesel engine. 

He was i.n here not very long ago. I talked with 
him when he was in, 

An7body bring up taxes or amortization? 

That got along very ni.cely because it di.dn't 
come up until llr. Knudsen oame back from the 
Hill, fr011 his little heari.ng up there on the 
aubject1 so he spoke for a few aoments about 
it to the assembled lll&l1u!acturers . 

Well, did the British agree to take our type 
of tank? 

The7 are arr iving at - the Briti1h and the 
Ylar Department - pretty much of a standard 
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speoification, The British reaction is from 
the n.iat down our tank ie superior to any 
tank in Europe, including the German, The 
ohasis, the transmission, the gears, tracks, 
the frame of the thi.ng is better, From the 
waist up, it needs heaT,Y aMnor plate and more 
fire power, which is the onl;y point which 
the;y make . 

I had understood Yr. Biggers to tell the Com­
mittee in the afternoon about this conference 
that he r eported that t he British had accepted 
the American tank. 

Yes, and the Americana have accepted certain 
suggestions made b;y the British, whichever 
n.;y around ;you want to put it, Anywr(, the;y 
are pretty close together and it is possible 
that even though the Brithh might have a 
slightll different turrot on the top of their 
model, t still fits the same hole in the 
American tank, so all you have to do is put 
on a different turret, which is a pretty good 
position. 

Incid~ntall;y, this man who just came back f r om 
Europe said that the surplus material which 
the{ bought from the United States is their 
ent ro defense toda;y that they have. That is 
their defense, the surplus material, 

We just got 800 more guns from the !laT,Y, ;you 
know, are getting them now. 

I wish ;you would give me a list up to date, 
up to August first, just what we did get and 
the - I would like to make --

The surplus material. 

l2J 
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I would like to make a report to the Presi­
dent as of August first. 

I already have that, except that last 800 
guns. 

Spaaking of taxes, did you notice a remark 
in the Times to the effect that the new 
change of eliminating the Vinaon-Tramaell 
!ot of per.itting tne charges to be -
wo~d engender seTeral billion dollara of 
additional acti Ti ty? The Treasury got 
rather favorable press . 

(Yr. Foley handed clipping to Seoret&I'J) 

Read it quiok before that ruling goes out 
of efleot. It won 1 t mean an;ything after this 
bill paues. 

John is being facetious because we had to 
rush it through before the law was repealed. 
Those are good headlines. · 

The thing that I liked was --

Those certain it81118 make ae mad, that that 
fellow writ ea. 

The thing that interest me, the story that 
I read tnl a mol'lling was that the Del' anse 
Couaoil and Treasury were putting the pressure 
on Collgl'ell to do thia thing. It •s Tei'J 
nice. Thla was a nice idea of youra, evan 
if it ia only good for two weeka. 

We are on a 24-hour baais, aren't we? 

Len thaD that • 

.lll right, Phil, mything el11? 

1 ? 1 ---

I 
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No, 

I want to talk to fOU peraonall7 when I get 
through here, 

I han nothing. 

Nothing, air. 

Sullinn? 

Gonl'!lor Jones ia in town with Fontenot and 
wants to aee me. I auppoae it ia on the 
1raloneymatter. Did llr , Ire1 give JOU h11 
report? 

Yea, 

Because I haTe neTer seen it. 

I gaTe it to Thompson and I suppose probabl7 
it went onr to the i'lhi te Bouse the •1 it 
al"n¥• does . 

Yea. 

I talked to '1'~ Corcoran and also Monroe 
and lraloney is entirely ill ri&bt , 

Here it says apeoial agent ~oner. I said 
no . 

The t ill 1 01118thing else. 

That note thing ie all atraightened out, 

Yea, Thoae nottl are bei111 reniWed, Dotl 
that belong in here? 

Ylell1 n alght add a -rancbla ot tllat •• 
den.L~t. 
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H.U.Jr: I got that , didn ' t I? 

Gaston: Yn . 

H.J.I.Jr : Now, who was talking about Fontenot? 

Sullivan: I '17a& . 

H.li. Jr: \'/ell, I don't see how they can object to 
l!alone;y, 

SulliTan: I don' t . 

H.!.I, Jr: Even if he does came from Hew Haapahire. 

Sullivan: Even if who does? 

H.ll. Jr: Maloney. 

Sullivan: You 1 re get ting us 1faloney' s mixed up. 

H.ll. Jr: 

!low, do you think I should call Colonel Knox? 
I don' t think the Committee has gotten around 
to telling him about being up there and he 
might just plan to ~o to Chicago. Perhape 
I had better call him up and suggest that he 
be here . 

It would be a nice thing. 

\ibat else? 

Sullivan: That is all. 

Foley: Nothing. 

Gas ton: Nothing. 

H.U.Jr: \\'ell, what will we do, go right int o this 
next meeting now? 
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staw.nt b1 Seoretarr llorpnthau 

tntMlCiuotion . Rough Dratt August 7 , 1940. D. Coyle . 

!28 

The national cleftDH program places upon us the duty of reconaideri.ng 
certain reaturee of the tax structure , in om.r to obtain a rapid exp&nllioa 

or produotion and a .!'air dietribution ot the tax bUl'clen. '111 th yoor per­
.Uiion, I ehall be ghd. to present intorution aft!.l&ble in the 'l'reuur,y 
1n recard to poea1ble 110d1tioaticma of the tax las tor theM purpoaea. 
!lilt tiret, it I mq, I ehould like to use t h1t o,PpOrtunity to gift an out­
Uno ot the tucel eituatioo ae it hae deftloped eince I appeared before 
the Senate ec-l.ttee oo June 12th laet, dnrinc the ooneicloratillll of thB 
p ......... Bill ot 1940. 

Ql June 12th, I etated thet accorclina to the eetiaatat ot the Bareau 
or tbt Jbl&et and the Treaaur7, with thB renonue len then in tt>rce and the 
aJIIlf"'l'1&t1one which hl4 paeaed or wre pendinc, the det1c1t tor the tiacal 
,..,- 19Ll would be $4, )50,000,000. The balance of the borroor1nc authoritoT 
at tbtt tl.me under the llmitatioo of $4s,ooo,ooo,ooo ........ $1,950,000, 000. 
litb the anticipated r ate of expenditure this balance wOIIld be exhauated 
and the wol'lcing balance or the Treuur,y would be eeriouely cMpleted 111 the 
end or January 19LJ.. 

!n n"" ot theee cirCUllllltancee , a prowieion wu placed in thB ll<lftnue 
iot ot 1940 author1si.J18 the issuance of not more than $4,ooo,ooo,ooo ot 
abort term obligatiooa .!'or .tinanoing netioMJ. defenee upendituree. At the 
...,. tiM additiooal taxee wre prowided, !lOSt ot which are to he used to 
Nti.re Yithin tift yean &J1T defense obl1gati0118 ieeued under th1e authoriliTo 
As I Nportad to TOU, these prowiaiona of tha bill than pend1nc bet~ 7f1U7 
Caloittee were autt1c1ent to -t the eitutioo u it uuted at tblft1M. 

11th the rapid detarioratioo of world conditiooa , boi6f&l, the Preeident 
found U pruoMnt to p1..on .!'or an enlarg_,t of the netioaal Jll'Cl** ot 
det..,.., and ~eeted the Ccmgreea to prorlde additiooal 1'lmd8 tor th1e 
parpoee, The ac~ table~~ the appropriationa and cootrect 
autbor1utioot tor cletmae n01r JUde or pencl.ine before thia Cor>ire"'• Tbe 
tct&l u ot ~at Stb ia $14, ?09,000,000, to he expended u rapidl;r u 
cir._tancea 1I1U pel'lli t dur1.J!8 the next tn yeare • 

The Bureau of the lblget and the 'l'reuur,y nar eetiA&ta that the reoaipta 
tor the current tiecel year 1I1U UtOUIIt to $6,367, 000,000, and that t .he total 
t:rpendit uree will probably exceed $12,ooo,ooo,ooo, 1earlng a net det1o1t ot 
about $5, '100,000,000. The attached atat,_,t ehon the rertaed Budpt eet.i­
::atea u ot Auauat let, compared with tboee llllde 011 •- 3rd and t.boee in­
clQC!ed in the Preeident•a llwlget lo!eaeaae ot JanU&rT 3rd, 1940. 
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ro meet the expected deticit or $5,?00,ooo,ooo, ... he'"' u or 
JulJ' )let, a bll.ance uncler the $45,000, 000,000 liJiitat1on or $965 ooo 000 
t.t¥1 tbt wbol.e o! t he $4, 000, 000,000 authorisation ot the 1940 ~nue' .lot: 
In llddit 1on the Treaeury bu a 1I'O!'!dng balanoe ot $1,504, 000, 000, 

!29 

a,y the end ot the year 1940, the borrowinc power undar the s-rel 
liaitation will be doom to about $8oo,ooo,ooo, and that under the 
$4,000,0001000 autbori.aation will hAml been redlloed to about $2,450,000,000, 
01 June 30, l 94l, ace~ to preaent eatiataa, the belanoe 'ODder the 
CC"ral CS.bt liJiitation will bne ebnmk to $300, 000,000, and the 
$4,000,000,000 credit will bne been exbauated. In addition, it will baft 
bolD OIOIIIU'T to dra upon the wori<1Jis bel anoe o! tbe 1'MUUJ7 

1 
redua1Jlc 

u.t bal- to about $1,27s,ooo,ooo. 

a. the bU1a or theee eetiaatee it 1e obrloua that 1n 11.ft or the re­
~ta ot the clet- prograa, the preeeot co.b1Ded debt lim.tation ot 
$49,000,0001000 will 800D8J' or later need to be increued, Whether an in­
creaM will be required before tbe end ot the present t1ecal ,..... Eat 
depend 1n the t1ret 1nstanoe upc111 tbe 8peed at 11bioh the de!- progru 
UD be brO<llll'rt into action. Natural.l;r we all bope that preMDt eet.1mates 
ot tbe rata ot detenee expenditure em~ be sreatJ;r exoeecled, and it is tor 
the nry purpose ot acoeleratins th1a prosr• that we are ._ diecuseiDS a 
cbange 1n tbt tax lawa, 

l t the •- tille, I U3 point out that 1n add1 tion to reedjust1Dg the 
tax ~ 1n a • ..,. to buteu tbe product1CI'I ot cletenae ater1al, tha pro­
poMCI tax legieletion eq properJ.;r be a1Md. a1eo at a cletinita increue 1n 
rennuee 11'11ich will help to underpin the tie cal ot the 'l'reasury, 
.l.cccrdincl,y, 1t 1e propoeed DOt C1ft1;r to 1n the period 
ot -niaat 1CI'I on war tacUitiu, and !or the~ profit 
Ue1tat1on Cl'l oontracta, bllt a1eo to enact an exoeee prot1ta tax that will 
prooride a Mz1- Of returu witb & wln1mm Of reatrict1on Oil the prodllctift 
acUritoT neoeaa&r7 !or ~renee . 

, 

I 
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IW'1na the course ot the clel1ber.t1CDII 011 the a.-e .a..t 
o! 1940, it beCUIII apparent tlw.t the rapid ~los-nt ot the 

detenoo proir&lll might n•cessitate further leaielat1on. n.e 

neceJtitT or paaeing the Revenue ADt pr<aptly in order that the 

tiX 1noreuee lllight begin witbout delay pl!'eTented t.be Cona;reee 

rrcca tak1n& the tiM to !llllke Cle neceaaary a tuq wbich t.'l.la 

tllrther l aaielation would require. TOIU' ec-ittea inttructed 

t.'le tr.uUl'T to atud;T the probl- alld report back aa soon u 

poetible and the ec-l.ttee on conterencc pve ua ·~ 

wtructione. 
the 

In/abort U... which lw.a elapsed since thoae inttrnotiCJM 

... ,., received, the Treuury Department hu concluded atudiee ot 

tl\6 problect wbich it had begun e.- U... aao. The reeulte ot 

tile,. ettorte have alread;r been re!el"Mtd to JOIII' S\lhc.,.,.,lttee on 

'!Uatioo. The Tre&SU%'1 Department hu endeavored to diacharge ite 

cllltios and rollow 70W' 1na~ct1ona to the beet or itl ab111t)' 

clllr1na the U. aftilable. 

!be tira t ot the tax change.~ wbl.ch I wiah to diecuea with TCU 

toda7 1a that of tex1n& exceee profits. In order that t.'>e cletenae 

prccraa •7 proceed quic~ and etrect1VIl1 the cr-t YO~ ot 

deronae fllnda wbl.ch haw been appropriated ouat be poured through 

t.bo channels ot industrial proc111ct1oo at treooondoU epeed.. In the 

prooou, ~r hard w -..;,try to pre•••t. it, - pero01111 and 

._ buaineu conoerna will .a greater pro11 t1 tiiUI oan be 

FU'II1 tted. 

j,.. ,,. 
I v 
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!'ho Prodclaat 1A hh ••MP SO Oollcr••• of Jler .n, lgllo, 

pr01onUDC the uUoaal clat- procna, eta\ecl that n -t caar4 

~Dot tho oroaUoa of 1var a1ll1011&1r11.• OD J'DlT 1 , lgllo, 

In another .... .,., be aalllcl for Ula :pu- of aa -•• profile 

tu to pre.,..t thh froa llllppoD1.Dc. 

131 

!'ho !l'r...,...,. Departaaat pro .. atlcl \o the hlloo•Htee a plaa for 

c IXCIII profi tl tax. !he IIU-Ull acloptlcl oar\ala upoele of \h1a 

plt:> 'bll.t oclcllcl othar pro'rieloao vhlch aUor tho charsctar of Ula tax u 

!Jiportut roorpecta. Ia 'rift of the DNcl for •=aUate acUoa, tho 

fri&IUZ7 cloll aot vieh to clelq the :pue- of a l>Ul 4aalbc vith the 

probliiU before you &Del aooorcliDClT 1Aterpo11o DO obJeoUoa so tho p1& 

recoOllODclod by tho lllboo•Utee. 

ID a441Uoa to exce11 profile, tho pro;>oolcl leaialaUoD daala vUh 

two other probl•ll -rUsaUoa &Del euapaaaloa of tho profit l1aUaUo111 

of tba VIDOOD-!r...U Act. 

~~_.,~e. of tho pnr-at ch&rclcl vlth the clu\7 of lottllls 

eontracto tor uUoaal 48!.,..• orclare bon 'broucllt SO .,... att•Uoa aa 

&opec\ of t he pnaoat s..c- tax 1.., oa 11h1ch thO!)' haft H ql>eltlcl rl'rio1011. 

I rotor to the pre'rieloaa for ctapractaUoa - vhloh, I.Jiol!latallT, are 

aoro cuorou to tazpqare 1A ._l• \baa la azq other -tq 1D tho 

vorld, lllldor azleUac 1av tho ~ h paralUicl to apr-' tho ooet ot 

hh doproclalll& 11111, 1 onr Ulalr upeete4 ... tlal llte. !hll err I nt ll 

fair to the tU~Mror .-4 fair so \II& _._, elllol U>l• oon ll aU ~&4 

b tho tore of ..._u_ ,_ 111o- tuliiC \U :run •• * _, 
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proV•• how..,er , the leAgth of tille durlAa which ordera for 

••-"" end other lll&hrialo of ,.... will conUIIIll h 11.110orta1n. 

In tboll callt in whl.ch the plant and equ1pooll1t will h..,.. lit tle 

or 110 other uoo a.tter the eo:oplot1on of tho dtflllllo procru, 

the rate of depreciation auot be 1ncreuld if tbt Mllutacturor 

11 to han the opportun1t7 o! ch&rcln« tbt ooot &QL1not inoo .. 

duri.Jl4; tho oer1o4 of the etlel'«enq. Such accelerated c1oprocl at1on, 

or ....,rthat1on , eamot be allowed under uhtlAa law. !be 

U.ritOI7 Co.t11ion to the Counsel on llat1ol1&1 Dof011 .. , ancl the 

Ver and llayY Dop&rt,enh have infomed the 'l're&t\U7 Departlllent 

that the i n&b1l1 ty ot unutacturero to oeouro opoci&l IIJIIOrthat1on 

ollowancee it 1ope41n« .the lettin« of dotonoo contraeto. Beeause 

of thh t1tuat1on, we recoDended to tho 9ubcoD1ttoe thet pro­

•hlon bo IIUU!.o by law for opecial ""'orthat1on of tho coot of 

DIW 1>lant and oquipant D8Cell&r7 to tho dofeDII l)fOJZ"&.II OYOr a 

period of tin yoaro, with a prov1t1on tor ahortonlDc tbit period 

if the - r iODCT thoul4 lut for a thorter period. 

'l'ho linoon-fraoaell Act 11Dito pro fit• on contract• with the 

~"llitld Stat11 eo ... ......,.,t for the co ... tl"llct1on of nanl veoult 

and contrac to for a1rplaneo or parte thereof tor tho An:~ and 

tho llayY. !be 'l'reaoury Dep&rt•nt hat b1111 intoned b.Y the 

U.ritoJ7 Oo11111i11ion to tho Countel of llat1ol1&1 Dofonoo and by the 

1(er an4 llayY Dopart•Dto that tho reot ricUou of tho llnooD­

fr-11 Act han 41o0011!"1P4 _,. ....utacturero free .-uc 

132 
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C4ll\r..,\o or mcontracta. It baa be .. otato4 to ... \bat tba 

oxtonoi?e opooial boo~Lnc raqoiroaoDto naoeooary to 4eteralae 

tho actual profit on the contraoto hao oer-.4 to 41ooouraco ~ 

feoturaro frail procM4ill& with uUoD&l 4efanoe WOJ'k. In the 

llcllt of the WoraaUon that ha4 bMn chan to u. the fro.....,. 

Depart.aut reco-·4.,. to the h.bcooalUM the ..._.ton of the 

f1AooD-fr-a11 Act for the period l.ll ,.,icb aD UCell protlto 

\ox 1a l.ll effect. !be Yl.llaon-'h-11 .Let. u I ta'" pol.llte4 ""\. 

4oalo with olll¥ a ll.aUe4 ldnd of oon\raot, DMalJr, oontracta for 

tho oonatl'llot1on of na'l'al Touala AliA for airpl.,n. YUh the 

mco1oD of tho 4efenoe progru to 1110lude lar~ aohallule4 

plll'cbaou of all types of eqoipoa•t uoflll aD4 neooooary for the 

natioD&l 4efanoe , it 1a evident that broa4er prof1t-l1ait1Dc 

proT1o1ono are necooaary. 'l!bo uceu protl to tu:, 'IIIIich 1o of 

-ral apolicaUon, ahoul4 acCCIIJ)lhh \bat pwpooe. H 4oll not 

oo• lliC:IIIA1'7 or 4H1rahle to haft vha\ are 1n effect tloo 

prof11.-UaU111C provia1one outatan4111C at \be o- u... hr thlo 

ru\ber reuOil tha hl>oo•ittee •-• \o be vall jut1t1a4 1n 

prov141QC for .,..peu1on of tile 1'1nl0a-fr-U .t.ot 4W111C the 

per1o4 thet .. uc11a profit• tu ll l.ll atfeot. 

I wul4 Ukll to atraoo tho ialpOruaoe of puolaC witllo'llt 4lliO' 

thio thrae-po1nt procr• of an ...., .. , protlta tu:, -rtlsaUOil 

of naUoD&l 4at..,.e 1nTW-t, an4 ...,_.1oa of tile l'laooD !s dl 
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protu u.t~auou. W. - baft 'llut.M•- .....s.c to­

uldl>& oomal •"· 'boall41ac plaa~a. sa.wu ...... ...,. u4 

tW'I1iDC out or4na ·~ tho u .. u4 la •be quaUUoa ..... ....,. 

I\ wl.ll help thoa 4o tbeH tlli ... at tlla lowaat ooat to tho 

&0 .. ,...~ aa4 vl til tho leut hoaltaUoa lt thq 1a1ov at tlla 

ouUoot 11011lllla _, .mat tile Jli'Orloioaa of tlla taz ,_.. 

"' cot-e ~· 1111. 
1 ~ ..... ~ tho~ 117 ..P..btac ...,.._~ oa ...... uale u4 

atolahl-c 41ft ... ....,• of opl.aJoa oa 4ok1la, we C&D .. .,. lo­

WI&I1ill0,.,17 u4 p~tl.7 tcowv4 tllio tllraotol4 ooatl'lbllUoa w 
tho ou coal all .._1...,. oo ........ ~17 uol ... - tho &<laquh 

4otOAoo of tho UiiLi\114 hatoo of Aarloa. 
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RE EXCESS PROFITS TAX August 7, 1940 
10:15 a.m. 

Present: 

B.li.Jr: 

Sullivan: 

H.!~. Jr : 

Mr. 
1£1' . 
l.!r. 
l.!r. 
1£1' . 

Bell 
Foley 
Gaston 
Coyle 
Sullivan 

\'/ell, I hope you are able to keep up with 
the various things that Sullivan does on 
tho Hill with the tax bill, because I am 
unable to. 

Ur, Coyle has tried to see ~e several ti=es 
and we have always been interrupted or I 
havan't been able to get there. 

Well, what they have done, Mr . Coyle, I am 
supposed to go up there Friday and make a 
stataoent and in strictest confidence, I 
will give you a little of the background, 
You ma7 be surprised at such a stat~ent as 
this. This is in strictest confidence, The 
President wants a bill and he has told dif­
ferent people he doesn ' t give a damn what 
the bill is , He wants a bill . So I came 
back and I put the heat on to get a bill 
and we are going to get one by the 17th, 
I doub t very much whether it will be one 
that I like or anybody in the Treasury likes 
and I have got to be terribly careful. thou~h, 
when I go u~ not to say something so that 1 
atop the thi.ng fro~ going through because 
that would be contrary to what the President 
wants . 

On the other hand, the President said I could 
say anything I want ed to say and when he signs 
it, he expects to say what he wants to say. 
It la a very delicate situation. 

I had all these people in here Uonday and 
said, •now, we have got to get a bill and 

• ?S 
•V 

• 
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Coyl e: 

H.lJ. Jr: 

Sullivan: 

Bell: 

H.Y. Jr: 

Bell: 
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the Council of National Defenae eays they 
can't get t heir contracts signed," and if 
1 go up there and say it is a lousy bill -
"You don' t like the bill. All right we 
won' t pass i t . • Then we start al l ~ver 
again, So i t is a very delicate situation. 
I just wanted to give you that background. 

1 don ' t see what --

I mean, here we are all very much disappointed 
that we weren't pel'lllit ted to go through with 
the program, Evidantly the President got a 
little bit stampeded on this thing. 

Now, what have you got for me? Has anybody 
got a rough draft? 

No, I haven't . 

1 have a rough draft of the fiscal end of it, 
but Johnny can' t write his until he finds 
out a little bit more about the bill, 

Let's start with what you have got. I think 
I will read it to myself and :llr , Coyle can 
do likewise, Why don't you read it out loud, 
Dan? 1a11 you? 

All right, 

-vfuen I appeared before the Senate Finance 
Committee on June 12 last, duri ng the consider­
ation of the Revenue Bill of 1940, I stated 
that the Tr easury and the Bureau of the Budget 
had est imated the deficit for the fiscal year 
1941, on the basis of the revenue laws then 
in for ce and of the appropriation bills which 
had passed and those whioh were then pending 
in Congr ess, at $4, 350, 000, 000; that the 
balance of the borrowing authority then re-
.. ining under the limitation o! $45,000, 000,000 
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•• $1,950,000,000; and that UJJ.leu the Congreu 
acted to relieTe the 1ituation1 the balance of 
the bol'l'owing authorii!:iwould ue completely 
exhausted and the wor balance of the TreasU1'7 
would be dangerousl7 dep eted before the end of 
JanU&l'J 1941. 

"CoDgl'esa did relieve the aituation aa it ex­
hted at that time. b fOU know, the Rnanue 
!ot of 1940 contains a proTiaion authorising 
the iaauanee of not to exceed $4,000,000,000 of 
ahort- tera obllgatione for the pW'poae of finan­
cing na tionel defenae expendi tW'ea, and proTidea 
additional taxea, moat of which ue to be used 
to retire oTer a five-fell' period ID1 defense 
obligatione issued under thAt authoritJ. I told 
fOU at the time I appeued he1'8 on Yay 31, 1940, 
that the proTiaiona embodied in the blll then 
pending before fOUl' committee were acceptable 
to the Trea•UI'1• However, because of rapid 
changes in world conditione, the President baa 
been compelled to further enlarge our national 
defense pro~ and bas asked the Cougre1a to 
proTide additional funds for this purpose. The 
following table ahcnrs the appropriations and 
contnct authorisation• for national defense 
purpoua •de b7, and pending before, thi• 
Cougreu:• 

I don't know whether JOU would like to ban 
that attached or included in the atat-nt. 
That shows tha $14, 700,ooo,ooo prograa enacted 
up to date or pending and that doesn't include 
the oonaoription bill or the calling out of 
the National Guard. 

"The additional borrowing authoritl and addi­
tional taxes provided b7 the ReTanue Act of 
1940 were quite autticiant to C&I'I'J ua into 
tha !ileal Jell' 1942 for the progra that aa 
before us on June 12th. HowL howeTer, with 
thia .aoh enl&l'ged progna, 1 feel that it 11 
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quite essential that we again review with 
you the fiscal situation confronting the 
Treasury. 

"The Bureau of the Budget and the Treasury 
now estimate, on the basis of revenue laws 
now in force and of appropriations made and 
those pending in Congress , that receipts for 
tne current fiecal year will amount to 
$61?67 ,000,000 and that total expenditures 
will be $12! 058 000 000, leaving a net 
deficit of 015, s{a, ooo,ooo. We have included 
in our total estimated expsnditures for this 
fiscelJear the sum of $5,000,000,000 for 
nation defense, although the roar and Navy 
Deuartm.enta might make a lilllterially higher 
eslimate . There is attached hereto a state­
ment showing the revised Budget estimates as 
of August 1st, compared Yrith those made on 
June 3rd and those included in the President's 
Budget Message of January 3, 1940, 

1 .,~ 
vO 

"The balance of the borrowing authority at the 
end of July 1940, under the general limitation 
of $45, 000, 000,000, was $1,965,000, 000; and the 
ba.lance under the national defense limitation 
included in the last Revsnue Act was still 
$4,000 000, 000. The working balanc·e in the 
generai fund of the Treasury was on that date 
$1, 504, 000 000. On the basis of the present 
Budget est{;;tes, the balance of the borrowing 
power under t he general l imitation will be 
about $805, 000,000 on December 31, 1940, and 
under the national defense limitation about 
$2,465,000, 000. On llarch 31, 1941 the balance 
under the general licitation will be $655,000,000 
and under the national defense lil:dtation, 
$1 160,000, 000; and on June 30, 1941, the 
bat;;ce under the general limitation will be 
approximately $300, 000, 000 and the balance 
under the national defense limitation will 
have been exhaust ed. It is estimated that 
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the workiDg balance in the gener&l. tunc1 
lfill...L on June 30th nut, be dcnm to &bGUt 
$l,~F5r000r000• On the b .. b of the11 
e~tiatea t 1a obrloaa that in n• ot 
the •¢tude ot the defen11 prograa, the 
oaabined debt 1La1tatione ot $49,000,000,000 
will hen to be inoreal8d, or other IU&II8 ot 
tinancing the na tlonal del enae expencll tur .. 
will ban to be found before J11Jle ao, 1941. 

•1n Tin of the tact that our natioual detenae 
program, now in contaplatim:t1 . will coat ua 
1101"1 than $15 000,000, 000 wi tlll.n the next 
three ;rear a, !t would aeem adTinble to re­
conaider the rllc;r adopted in the ReTenUe 
.let ot 1940 o placing a 1La1tatlon on our 
uational debt tor apecltlc purpoaea and ear­
ll&l"ldng apecltic rnanue tor the retu--t 
of the~ debt. The larfe and neceaaar;r uational 
det1111e IJ'Ogi'Q to be luanced onr the next 
two or three ;rears makea it ~ite essential thet 
the Treaau1"7 haTe a great deal of tlexibilit7 
in ita tlnancing operatlo111. \'•bile the Treaaur;r 
baa auttlolent 'bonowing a uthori t;r 1111t1l tha 
next aeaaion of Congreaa, I belleTe thla Can­
greu •7 whh to ccnaider in connection with 
the bill now pending before it, the question 
aa to whether th.e proTbiona in the RenDUe 
.lot at 1940, authorising the issuance of not 
to exceed $4 000,000,000 ot uational defense 
ahort-te~ otllgatione and creating a apeclal 
l11Jld in 11hl.ch certain taxes are to be deposited 
tor the purpose of retiring &117 auoh obligation• 
eo iaauea, 1hould not be repealed, and in their 
place a prOTiliOD enacted Which would increase 
the gener.l debt 1La1tation ot $45,000,000,000 
to an ..aaat tuttlolent to oare for the estl­
Mted 4et1oit tor the thoal rear 1941. • 

You are a polltlolan. You don't aa;r h1111 aoh. 

I aa going to. 
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"It always has been the policy of Congress 
to place a limitation on the ~ount of 
public debt obligations which the Treasury 
can issue and have outstanding at e.ny one 
time, and I ~ of the opinion that the Con­
gress should continue to keep this control 
over the public debt, If the Congress 
decides to repeal the provisions of the 
Revenue Act of 1940 mentioned above, and to 
enact a ~eneral increase in the debt limi­
tation, 1t is ~ recomnendation that this 
limitation be f1xed at SSO,OOO, OOO,OOO, 
which, from all indica tiona at the present 
tiDe, will slightly more than take care of 
the public debt financing required during 
the fiscal year 1941 and give the Treasury 
the flexibility it needs in its financing 
programs. 

"It rri.ll no doubt be necessary to increase 
further this publ ic debt limitation f or the 
fiscal year 1942, but that can best be deter­
mined during the next session of Congress after 
the· program for that year has been acted upon 
by the legislative branch of t he Government. • 

\'/ell now, let me explain the background. We 
went over this with the Presiuent, you see, 
and talked about it and Dan has done it just . 
the wey he agreed. The thought that I had in 
mind is tha t this method of earmarking special 
revenues is not a healthy one or a desirable 
one, It is the package that we have developed 
in order to overcome t he hurdle that we wouldn' t 
raise the debt limit, but I am fearful that 
some peol'l e during the campaign DillY say, ''l'lell 
look, th1s is the way the Treasury does," and 
we are going to have to do some juggling around 
back and forth as between these defense notes 
and our regu!ar obligations . This is just -
we can say, "Well, I asked Congress for all 

• 

Regraded Unclassified



Sullivan: 

H,].{, Jr: 
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Bell: 
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this . i'le aalted th8111 for it but thq wouldn • t 
do anything about it. The method we h&Te ian • t 
one that I like or &DJbody likes in the Trea­
sury, It is the best we could get and we asked 
for it . • 

I 1111 sorry we oouldn' t get it, &nd if anybody 
&ttaclta ua between now and November on this 
t~!!fr I can refer to rq st&tem.ent before the 
C ttee where I aalted for the more orthodox 
method of inoreaaing the debt l1m1 t and so 
forth and so on. That 1e the background, 
The President 1a entlralJ agreeable to th&t. 

I didn ' t understand that he wu •reeable to 
asking for an increase in the deb limit, 
no, air . 

You were there. 

Yea. 

\'/ell --

He was agreeable to the suggestion that this 
be ohanged to give the Treasury the flexibility 
it needs, 

That is right, and therefore I think we ought 
to ••1 that it will be neceeeal'J to increase 
the general debt limit of 49 billion dollars 
at the next session, but we have got enough 
to get along until the next aeuion and we 
are not recCIIIIIIending &JI1 increase. 

I didn't ea7 th&t. 

But, Dan, 70u are asking for a billion dollars. 

Ho, I aaid if Congl'eaa deci d11 to npeal and 
give a general lliit&tion, then I reogweended 

! 41 
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Fol17: 

B.li. Jr: 

Sulllnn: 

B,li, Jr: 

Sullinn: 

Bell: 

B.)(.Jr: 
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it be made 50 billion. 

I don ' t think we ought to make that reccu.enda­
tion. 

You don't either? 

I think we ought to 11.7 the 45 1i llion and the 
four billion should be ooneolidated and there 
ehould be a general OTer-all debt llait of 
49 billion dollar• and then 11.7 it will be 
neoeaaary, of course, to haTe additional lunda, 
but we han got enough now to get b7 until 
the next aeaaion. I would rather do it that 
W&T• 

I want to aall between fOU. i.'here I said Dan 
na a llll&rt poll tic ian in the aiddle of page 
4, • • ••• increase the general debt limitation 
of $45, 000, 000, 000 to an qount autfioient 
to care for the estimated deficit for the 
fiscal ;year 1941, • now I would juat atop there 
f or a minute. I think I would l ean out the 
next paragraph. 

It fOU stop there, the{ are going to l&f, "''hat 
aao\Ult, llr. SecretarY? 

~iell, I haTe giTen rou all t he figurea , fOU fix 
it •• 

I don 1 t think the;y would be aathfied with that, 
air. 

The Seor etar;y baa r eo-ended at one tiM 
$60, 000, 000 ,ooo. 
ETe17bod:r can think about i t1 but rq thought 
i a to lilt that one paragraph. 

I WOQld not onl.f lean ott the l aat puagraph, 
Kr. S.Cr eta17, -
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Next to the last paragraph. 

Yea, next to the last paragraph, 

It will no doubt be nacesaary -­

I would lean out that paragraph, 

That is why I said I na going to sail be­
tween you fallon . If you just lift that 
next to the last paragraph --

Rave the last paragraph modified, the last 
clause in the one you are lea'ri.ng in. 

"It will no doubt be necessary to increase 
further this public debt, but that can best 
be determined during the next session of 
Congreaa . • 

Well, I would like it a little better if you 
closed that next to the last paragraph that 
you are leaving in eo that you are not making 
a gene.ral recomendation now for lll1 increase 
in the debt limit, but TOU are aerelf saying 
that this unorthodox aethod of eal'lll.rkill£ 
taxes for national defense which us inatituted 
in June ought to be clarified and taken out of 
the law and we ouJ!:ht to han a general over-all 
debt limit of 49 liillion dollars and then go 
on and put in the last paragraph that next 
year rou will han to gl n ua s011e more an.d 
that ia w1Q- I a sqing tb& t we ought to elillli­
na te that e&l"'ll&rking. 

Now, nit a minute, he has got thie all right, 
I think, 

"I believe this Congre11 miT wish to consider 
in connection with the bill now pending before 
it, the question as to whether the proThiODI ... • 
and 10 forth and 10 on. The Congreaa miT ,han 
to r eoa..and it. 
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I aa7 if it deeidea. We haYe out out the 
reoGIIIIIIenda ti on. Thia lbd ta tlon lligbt u 
well be fixed at 50 billion dollars ao as 
to take oare of it. 

I wouldn't aay that. 

"I belien thia Congreaa 11&7 whh to consider 
in connection with the bill -• 

No reoa.endatlon there. 

What 1a the utter with that? 

Because rou are rec011111end.inlt part of that 
aentence, that the four billion be .. de part 
of the general debt and the eal'll&l'klng be 
remoYed. 

That la what I want to do. 

The implication ia that you are reoommanding 
an increase in the debt limit. 

I would like to get that implication acroaa. 
Row doea it leaYe 7ou, Herbert? 

I would like to lean it the •1 it h if we 
can get the Preaident'a approYil. 

I aa not going to bother hill. 

I don 1 t aee the adnntage of aaklng for another 
billion dollars 1n .luguat --

•••• which we don't need. 

•••• Which we don't need. 

We are not. 

lknr do 70U kncJir •• don 1 t u.a 1 t? 
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Sullivan: Let JU finish rq sentence, Dan, excuae ae. 
I don't see the aenae of asking for a billion 
dollars in August which ;rou are not foing to 
need until April and rou know that a that 
time rou are go~ to have to ask for more 
than a billion do lara. You are taking a 
11 ttle nibble at the ap~le when 70u know rou 
have go~ to take a big ite next apring. 

BJI. Jr: Whf do 70u aak for a billion extra? 

Fole7: u 10u leave in the parat:r that 70u •uggeat 
we take out - I thought ha waa Herbert's 
suggestion. 

B.Jl. Jr: That is out now. 

Foley: Herbert said he would like to leave it the war 
it was if rou could fet the President ' s per-
mission to leave it n . 

H.lf.Jr: I know how he feels . 

Foley: That la whT we started up again. 

BJI. Jr: Now wait a minute. "It always has been the 
polior of Congress --• Through that whole 
}~:rph - now, do rou still want to argue, 

Sullivan: I don't know. Let JU look at it again. 

H.ll. Jr: Take fOUl' tiJU. While rou are looking, I 
would like 111-. Corle' a opinion, if he !eels 
like ghing one. 

Co7le: I wouldn't feel like reo011111~ that rou 
aak for an increase in the debt ialt if it 
gave rou onlT a billion dollar~ beca111e rou 
are goiDg to get nenpeper hea in•• on 

c uklng for an inorl&llo It 11 an old proverb 
in rq !&ally, it i1 .aoh better tn be ahot 
for a lheep than a ~. 
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Right . But leaving out that last paragraph 
that will accomplish what we want. \'/e just' 
want to lay the ground for it, 

I would like to study over the previous para­
graph and see whether it could be made clear 
that you want to consolidate that thing that 
you have been discussing here , 

All right, that is the purpose of having you. 

John? 

I still want to fight about that, because I 
feel 80 certain that you are going to be in­
terrupted right at that point or after ;you 
have completed your statement and the7 will 
go back and you are goinf to be asked what 
amount r:: consider auf! oient to care for 
the eat ted deficit for the fieoal 7ear 
1941. 

Then it seems to me you are going to have to 
8a7, "I aa not making a recommendation that 
the debt limit be increased at thie time. We 
would certainly have to come up here next winter 
and ask for an increase, • 

If I am going to do that - I mean, if the7 are 
going to pound me, "Well, lrr. llor§enthau, you 
certainlr must have an opinion --

I would change that to say that - where we 
say we have got enough to laet throUJth the 
next session o! Congress ea1 that tne 49 
million consolidated w11i be eu!fioient. 

That is what I would like to have ;you ea;r. 

That h fine, 

• 
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Let ae juat go back to a couple ot little 
auggeatlona I would like to alte and I 
would like liP. Co71t to look thh over. 
It aa7a on line 9 on the tint page "Un­
leaa the Congl'eaa acted to relieve the aitu­
ation. • I '110nder if fOU couldn't get a 
better word than "relleve" . Something like 
"correct the situation,• or something like 
that. I don' t like the word •relieve• • 

.ill right. 

Here ie •relieved" again. 

Yea. 

I don't like the words, •r told 70u. • 

"I said. • 

"Reported. • 

Something. 

"I reported to 7ou then, • 

147 

And I don' t like thia whole thing, • .... acceptable 
to the Treaaurr. • Can' t I aimpl7 ea7, ~en I 
appeared before 7ou, I appeared before fOU in 
favor of the bill as an advocator of the bill," 
or something. 

\That I aa tzo71ng to do 1a lead up to the excuse 
!or &pin giving the the aituation. 

There are two worda I don't like. I don't like, 
1 I told f0Ul 1 aU .... acoeptable to the Tr•Rl'J'• 

1 

liP. Co71t t 1a a little blt too auoh - aoUD41 
like ro;;ltJ. I told th• it na acceptable to 
the throne or aomething like that, 1a the -r 
it ao'IID4a. 

I 
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The throne would not be acceptable. 

Do you get what I aean? 

Yea. 

I always try to be perfectly forthright, but 
not subservient or on the other hand dictatorial. 

The President eaid to - I would Af the Presi­
dent 1a talc:i.ng the laaderahip, a <Elethiug like 
that, Yr. Coyle. 

Yea, It might be, "hae found it neceesary.• 

Well, it might be a little cupifll apeech, 
"The President has shown the wa;r, or lead 
the way or scnethillg like that, 

You want to make it clear that he took the 
leadership on this thillg? 

That is the idea. The Presidant lead the wa;r. 
In other words, I want hill to get the credit. 
I mean the President haa bean ce~~pelled -
well, i u a ll ttle aorr;r the Prt~ldent had 
to do thie. Instead of that, I want to aa;r, 
"Gentl-, the Preaidant •a a great g111; 
he saw thie thing first .• 

Do you want another title in this bill, 
~¥ing ott the e&l'll&l'k on the tour billion, 

I can have it it eTe1'7bod¥ il agreeable, bat 
I don't think the Secretary is going te reooa­
mend it. 

No. 

I didn't think ao, but I na wondering it I 
had allpped up on aouthing. 
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No. 

I may drop it out entirely, but I don ' t want 
to get bogged down, 

llould you rather see that table attaohed or 
would you want to read the totals? 

It had better be at tached. 

I would incorporate the four billion figure. 

Nowt. on top of page 3, Dan I can aee another 
headline stating, -worgenthau says they are 
only going to spend fin billion, • Do we 
have to use that figure five? 

Well, it ia in the table. I think that is 
quite a jump from the three billion two fifty 
you used before. 

Vfuere is it in the table? 

Vlell, you havan' t got the table , There will 
be a table like thie at tached showing the 
t rend. 

Well, I just- don't like the fin billion - I 
mean, although the War Department ai~t ll&lte 
a materially higher estimate - I don t like 
that eentence . 

I thinlc the point there ia that the Arrq and 
llaTY might estimAte that the total they will 
be able to spend effectively during this 
period will exceed that amount. 

They have got an appropriation bill pending 
in Congress . 

Then I come along and aay, "But I don't believe 

/ 
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it. • It h juat like what Knudsen did t o 
me the other da;r. I said, ' The English 
we.nt 3, 000 planes a 110nth, • and he holds 
a preaa conferanoe two da:rs later and aa:ra, 
"NUts!' 

I think ;rou han got aom.thing there. 

I am juat pointing out --

I don' t think so, but I think :rou are right 
there. 

Well, thia wa•_t>ut there Just lor that pur­
pose and two things, ;rou haYe got appropri­
ation• pandlng in Congr .. s 1n Which the 
Arrq and N&VJ' sa;r the;r will spend six billion 
tlu'ee and the r est OCilla along and show a table 
and the:r are onl:r going to spend liYe. I think 
it i s going to raise oontroYera:r and i l :rou 
would sa;r, "Although the War Department and 
the NaVJ' Department --• This has got to be 
checked with the Budget. 

Do wa han to sa:r that? 

VIe don ' t han to, but I thought it was a pro­
tection to both parties. 

WhJ' don't we do this way? The .lrlas and NaVJ' 
a&J the7 are golDJt to apand aix, three. We 
will juat use their ligure. Wh1 out 1t down? 

What does that do to ;rour 49 billion? 

That ia a billi on dollars JOU haYt got to go 
up. 11 ;rou put that in ;rour deficit lnltaad 
ot liYe, aiz, it ia about aeYen billion. That 
would lnoreaae it. 

I aee. 

• "'0 .... 
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Why not just leave it in the table and not 
flag it at all by any comment in the text? 

That i s bet ter, 

The newspaper men may notice it and they may 
not . 

The average Washington newspaper man won ' t , 

I don't think it will be the newspaper ~eople , 
It ma:t be an appropriation cOilllli.ttee , Gen.eral 
llarshall or the Treasury says they ue going 
to spend five bil.lion dollars, You say you 
are going to spend six, three, Well, we will 
take a billion dollars off your estimat es. • 
The purpose of this meeting is to just look 
for holee in this thing, that is what, 

I wonder i f you might not save the situation 
by labelling that five billion aa the minimum, 
and we can say we may exceed this. 

Well, something like tba t , 

llot r eferring to the A.rr11:f and !levy, so.j'ing it 
may exceed it, but which ~e think --

Something like that, 

I still think it is high. 

Non, Dan, but --

Bell: I don' t mind making it a minilllum. 

H,IJ, Jr: I personally would take it out altogether, I 
am so confused. One day the Nationil Defense 
says they have authorized a billion eight 
hundred thousand dollars worth of contract• 
and the next day Phelps Adams a&ya they han 
only done eight hUildred thou~&nd. I u all 
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mixed up. I don't want to add to the mixture 
in the future . 

"The large and neoessarr national defense 
progr&lll to be financed over the next two 
or three years --• I just don' t like "large 
and neceaaary. • 

"Ueceasarily extensive national defense pro­
gru.• 

llr. Coyle is a past -ster on worda . I ua 

lust going to point out the ones I don' t like. 
ll right, I have given mf opinion. It is a 

good start. When can we meet again on thia 
thing? How much time do you want, Ur. Coyle? 

Today. 

Ylhat? 

Until tomorrow. 

You are going to add aCIIIe kind of a tax state­
ment on this, aren't you? 

\Ve will have that for you. 

Tomorrow is a bad day. 

This 1a \'.'edneaday. Tomorrow 1a Thursday. You 
have got to go up there Friday, haven't you? 

• 

I will be ready at 9:30 tomorrow for you gentle­
men. 

I &Ill not clear about one thing, if I may ask 
a queetion. 

Please. 

I thi.nlt I will have to alk 1011 here ill the 
tuli IIIHtiDg. I aa D.Ot IUN 11hether the 
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purpose of this whole document hero is to 
get tham to incorporate the four billion 
dollars into the general debt limit struc­
ture, cutting out your earmarking of special 
taxes, and if it isn't, I am not clear what 
the purpose of this document ia , It started 
out to be something like that. 

\7ell, leaving the 1ueation of the eararkillg -
let' s sa1 that ian tin it at all, The pur­
pose of the document is this: You are going 
up on a rennue bill and I 1111 usillg this as 
an opportunit., to bring these peo~le up to 
d& te and why do we neeil - "\'Illy J.!i.. l!orgen­
thau, do ;you need a rennue blh?• "''lell, 
we need en additional rnenue because - on 
account of additional appropriations.• 

This document as it stands now tells the Con­
gress that you can get along with what you 
have got now, the actual four billion dollars 
increase, until the end of this fiscal year • . 
That is right. 

It I were a aiDple-minded Congressman f rom 
sonewhere out in the backwood&, I would say, 
"That proves you don't have to have any more 
revenue, doesn't it?" 

No. 17e are talking about borrowing pcmer . 

I think he has got a point, Ur. Secrotar;y. 

I think Mr. Coyle has a very good point here. 
I think we need something to tie the thing 
together. 

You mean this revenue bill? 

I would just like to throw thi1 out on the 
table, wb7 do JOU need thia at all, DaD? 
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\'lhy not 4uat go up there and talk about the 
tax bill 

Bell: All right, but --

Foley: And the.n wait until the;r aek eu t he questions 
before {ou throw this out on he table. If 
the mee i~ is ~oing to be well run and the • Secretar;r s go~to be the first witness, 
he is going to t about an excess profits 
bill, about special BDortization and about 
the re~eal or aus~aion of the Vineon-Trammell 
Act. ihy do ;rou ve to clutter the record 
b;r goin~ through what the Bu!f:t figures are 
and wha the deficit 1e and t th.e estimated 
incOilc to the Treasury this ;rear ill going to 
be and consolidation of your special and your 
general debt limit and talking about coming 
up next winter and askilfJor a general in-
crease 111 the over-all 1 t? \'/by not keep 
that ba,k until the questions come? 

H.li. Jr: And then let Dan do it. 

Fol ey: And let Dan do it, and ;rou confine yourself to 
talki!f about the bill, which is the thing 
that 1 of us have diacuaaed eo far, but we 
haven't gone into this part of it at all. 

Bell: iiell, that is all right with me. I just 
ass\DIIed that the Secretary of the Treasur;r, 

I appearing before the \':a;rs and l!eans Co=i ttee, 
alpearing on a. revenue measure would have to 
g ve the fiscal situation and t hey would ex-
pect him to giv~ it. 

Foley: I think if thtiiaak for it in their questions, 
then we han a matnial rea~ and it oan 
be given to the CODIIIIi ttee. lla:r e we oan get 
b{ w1 thout ever having to :uke that preeenta-

c t on and 1t the hearing• are well run, the 
Seoretar;r is the first witneaa and he talka 
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about the tax situation and then if the next 
fellow is Yr. Knudsen, he talks about the 
need for clarification of the tax situation 
in order to rt the defense program under way. 
Then Knox an Stiluon go on and maybe we will 
never get into all this stuff. 

\'/ell now, Ed, is the Secretary going to support -
not the tax bill, but a tax bill, an excese 
profits tax bill? Is hie purpose to support 
an excess profits tax bill? 

Yea. 

Then ahouldn' t he •a¥ aometh1Jl8 about the 
fiscal situation in support of the need? 

Then how much revenue are you going to need? 
This doesn ' t say it. 

You don ' t have to say how much, you just have 
to eay more. 

The catch is that you are not going to raise 
any more revanue with this excess profits bill. 

That will develop later , 

I am afraid it will. 

You bad the same situation when you went up 
on the othar taxes. 

I don' t think ao . 

You didn' t raise enough revenue to meet the 
deficit. 

We raised enough to retire this additional 
four billion over five yeara. 

I can confine -;yself to the fiscal aitll&tion 

·ss 
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&nd I will sa7 that llr. Sullivan will explain 
the bill and ita tax featllrea . Are 70u swallow­
ing? 

I was teying to. 

What would fou think of that, Dan? 

I think that might be easier for 7ou. 

I tell 70u what let ' s do, Let's polish this 
thing up and make a bang-up job of this. 
Then tocorrow, b7 goll7, 10u fellowa COllle in 
at 9:30 with a tax thing and we can decide 
alter, but in the 111eantime, let' a polish this, 
aee. 

I still am not clear as to what I am aiming 
at in polishing this up, whether it aillls to 
show that things are not so bad as the7 look, 
that fOU are not going to uk &nf further in­
crease in the debt limit before next winter 
sometime and sort of calm their spirits, after 
which 70u ask them for more taxes, or whether 
the purpose is to do something ab~ut the debt 
limit itself, namelf, this oon.olidation that 
is mentioned here, and if it isn't, then this 
next to the last - then the paragraph which 
was not omitted here probablY ahould be omitted, 
about repealing this four billion dollars. 

Well, thinking out loud, I think we are dragging 
a01:1ething in 1 the hair. We had better leave 
it out. 

That suggestion --

I think we are dragging in an ent1rel1 new 
subject here. There baa bean no diaouasion 
of It before the Ca.aittee. 
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I agree with that. 

I think we had better lean that out, 

Than if we leave that out, this is merely 
a etatamant of the fiscal situation and 
from that - the reason for the new tax bill 
is simply that although you have the authority 
to borrow, that is not all you .ant. You 
would also like enough tuea eo you won't 
have to borrow so much. 

No, the tax bill is to prevent the creation 
of war millionaires . 

It is social legislation. 

Then you go back to ~point and you don't 
need this thing. . 

Then this thing becomes irrelevant to the 
tax bill. I ns trying to find out some way 
in llhlch this had something to do with the 
tu bill. · 

And I think you ought to con.fine yourself to 
an excess profits special amortization feature 
and suspension of the Vinaon-Trammell and let 
Dan handle the fiscal end of it. 

Here is what I had --

I don' t exactly agree with that , It se~ to 
me that you have got a picture here of a 
greatly increased expenditure. You have got 
a 15 billion dollar program, whereas a few 
months ago we talked about a 5 billion dollar 
program. Now you want to e tart in by saying 
that is the a!tuation which confronts us 
whereas a few months ago we talked about a 
5 billion dollar progr am and we had meant 
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for financing it and now we ban a 15 billion 
dollar program. It ie obvious we must do acme­
thing more to fortif;y our tax structure. 

Now, this is also neoes1ar;y and justifiable for 
these other reasons, which are sooial reasons, 
but in connection with this thing, I think to 
be candid and frank, to give ;you the whole 
situation, I should tell ;you ju~t what is the 
fiscal position of the TreasurJ now and what 
it will be a fn months hence and then go ahead 
and give it • 

.lnd than throw this into the harbor -­

That is the wa;y I feel . 

That is the a ;y I feel . 

And than throw the suggestion about the removal 
of the earmarking --

No • 

.. •• and the other thing at a0101e later date. 

The;y are going to raise that. 

Leave that out. 

You don1t have to sa;y it. 

ill right . 

Then ;you - Herbert, ;you wanted to take - Her­
bert ' s suggestion, ;you want to take this, 
Sullivan that there is a relationship between 
the tax bill and the deeire for more revenue, 
in apite of the fact that ;you know ;you aren't 
going to get an;ything out of thia one that 
the7 have got? You see, I aa trfi.ng to eee 
what I am going to write u between --

'f 1':" ... ..,u 
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Your question is a very intell igent one, 

You people over here - now, Foley' e attitude 
t o this is a matter of asking for a tax bill 
primaril y and that we are not getting - we 
are not going up there t o try to settle the 
question of how to pay tor the Government ' s 
defense program but that we a.re up there to 
try to get an excess profits tax, It that is 
the case, then it I am writing something t o 
start ott, it you are going to start the in­
troduction by a discussion of the fiscal pro­
gram and if your reason for co~ up there 
ia that you are trying to get that tax bill 
through in a hurrl so ae to keep from getting 
too Dany war mil onairea and also to release 
the eo-called dam against contracts, then 
your introduction doesn' t have a logical con­
nection with your - with the purpose you came 
up there t or , and if Ur. Gaston' s suggestion 
that the Secretary of the Tr easury can' t 
appear before them without first telling 
them what the situation is, is the case, then 
this thi~ has to be hitched as a sort of 
genuflect~on as you approach the sovereiyn 
in which you say, "Live forever, oh King. 
This is the situation that you are in and now 
I come before JOU to propose a tax bill for 
the following r easons,• which are not connected 
with the fiscal situation at all. But if you 
are going to start off with the tact that -

'!iolT, everybo~ knows we have got a big defen:'e 
program, everybo~ knows that an excess prof~ ta 
tax is required, everybody knows that speed is 
required. Therefore, I come before you to 
advocate that you pass an excess profits tax. • 

No, get i t on the books, get uncert ainty out 
of tlie way. 

I think what you sar ie this, but even it you 
could even go back before that and aar, 

153 
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Coyle: 

H.l4. Jr: 

Coyle: 

H.l.!. Jr: 

Coyle: 

H.Jl. Jr: 

Coyle: 

H.l!.Jr: 

Coyle: 

Sullivan: 

-26-

"Now look, gentlaaen, two aontha have paaaed 
since I appeared before you, I want to take -
uae thia opportunity to bring you up to date. • 

That ia the way to do it. 

"Two aontha have paaaed alnce I laat appeared 
before you and I 'ant to take thia opportunity 
to afford, through you, the people of the UniteCI. 
States what chan~ea hue h.Jcen place in the 
tiacal picture or our Gcrrel'lllllent. • 

That makes sense. Now, after that you can sar, 
"llow, I come before you because ., require thia 
tax and we are in a hurey. • 

And then gin the fiscal picture. 'tfow, having 
given you the fiscal picture, the additional 
reason for ~ appearing before you is for the 
reason you have juat atated," 

That makes it. That hitches on and then you 
can go on fram there. 

"But I feel I should report to you and this is 
11:1 opportunity to report to the people o! the 
United States, through you. • Ia that --

llowil I am getting an idea by which the thing 
wi have an outline. 

It will flow. 

It is an approach, 

There ia another plausible reason for that. You 
are not re~:~ting to juat one Committee, fOU 
are report to two, becau.. they are J01Dg to 
a .. t jolntl.7, Senate Finance ad Bouae 1laJI and 
lleanl. 

!SO 
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B.J.I.Jr: But that ia sincere. .l lot o! thing• hne 
happened; a lot of water baa fone oTer the 
dam since I alpeared there be ore , Congress 
has passed a ot of new money and are in the 
process of passing a lot of new apiropriations 
at the request of the President. Therefore, 
I want to bring you gentlemen up to date and 
make a report of the trusteeship, what the • 
picture ia . Now, in Tiew of whAt has hallened, 
we feel that we need a tax on exoeas pro ts 
in order to keeA the war millionaires out, • 
and so forth an so on, "and the suggestion 
has been worked out bl your Coamittee. • 
Now, would that be al right? 

Co7le: That ia all ri~ht so far. The £uestion of 
the neceesarr lneincerity of no tell~ them 
that their own bill is lousy and that t ey 
are going to have to change it --

Gaston: Their own bill won't be a bill when it appears . 

Foley: It will only be a report from the Subcommittee, 
Dad d. 

Gaston: The Subcoll!ill ttee has to au lillie, I think, that 
one ~urpose of tax le~slation is to raiae 
addi ional reTenue. e Chair.an baa to assume 
that is the purpose before b1a and of course, 
a part of tha!nAdiose is always correcting 
inequalities atributing the load in a 

I more equitable II&DDer, That contributes to 
getting more rennue. 

Coyle: If there is any implication thathfou at any 
future time might want to comb t a bill onr 
and get better reaultat then the buaineaa men 
are going to slap r~h back and sal, "On-
certainty, again. ~fot the bil passed 
but the{ gaTe notice it waa only for the 

c moment. 
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H.Y.Jr: 

Gaston: 

- 28 -

That is what the President is going to do 
and nobody is going to be able to atop hia 
He did it two years ago to Pat Harrison, ' 

You don ' t need to do that, beoauae there isn' t 
any bill before them yet , lll you can talk 
about is the general purpose of a bill and 
what a bill should do . 

HJI.Jr: Have you got enough? 

Co7le: I think I have enough. 

B.I.I.Jr: You mve been very helpful thia norning, 

Co7le: Thank you. 

Sullivan: Non, in the tax part of this, I intended to 
have this start out nith the amortization 
and suspension of Vinson-Trammell and then 
be pretty vague on the excess profits . 

H.!d. Jr: Okay, 

Sullivan: Aye, aye, sir. 

• 
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1Mz> I llppMred before \he S..te ft- Coo.iUM OD,.. 12 

J.u\, 4ur1D& Ule oonol4eraUon ~ \he ..,._ 1111 ~ 1!jllo, I o\e.W 

~t the !reuw"7 an4 the _,.._ ~ \he Ja4pt he4 eoU ... ted \he 

4t!lcH tor the !heal 7Mr 1941, on \he 'baolo of Ute rw-. ~..q 

theD In terce aD4 at Ute llppi'OprlaUoa bi.Uo -.bioh he4 puoe4 aD4 \hoM 

IIIlich wore \hen pen41a& Ia O.ncr-, at tii,}5Q,OOO,OOO; \ha\ \he 

~·• ot the 11orro'l'inc -\hart \7 U... r-DiD& 11114er the Uaita­

ot $115,000,000,000 waa $1,95Q,000,000t .-4 \hat 'lmlHI Ute O.acreeo 

octo4 to r ellen the al tua\lon, \he ba.l.eace of tbe 11orrow1Dc •thor! t7 -
.-14 be oc~~p1etel7 .m-eted an4 \he ""rtiJIC 'baluce at tbe "'-1'7 

woD14 be 4aa&erouo17 depleted before \he en4 of J-...a¥7 19il1. 

Consrooo 414 relieYo \he at tuaUon u U exhted at \hat tiae. Aa 

7ou lmow, t ho ReYonue Act of 191l<l oontallll a prOYhlon &U\horhln& \he 

houenco ot not to exceed $4,000,000,000 of ohort-t...., obllp.Uono tor 

tho JIW'POII of fi"*"CID& DatiOJ>al 4ef•oe axpen41 tureo , aD4 proY14ee 

7oar period a117 detaue obllp\10111 toeue4 11114er that &Uthorl \7. I 

told 7ou at t he Uae I ~~ppaare4 hare oa lla7 }1, 1!jllo, that the pronalou 
......... 
•'bo41e4 Ia the bill u. ... p-4111& before JOUI' co..ttt" wore -\alt1e 

to tho !l'reuu.J'7. Bonnr, bec&Uee of r~~p14 abellpe b ...,ru oon41Uou, 

tho ProddeDt hu been oollll))el1e4 to further alarp ODI' Datlonal dat-e 

Procraa and baa u1te4 the O.DCI'HI to proY14o e441 UoD&l tlal4o for \hi a 

PIU'J>O••· !he follo'II'ID« \altle ohowa Ute tiP"roprlaUo,.. 8114 oon\nc\ 

,.._ _.. ... __. pet•• won. 
""-rhaUou for aaUoD&l 4et- JIIII'PO'" ..,, -
\hlo Coa&rMII 
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APPIIOPIUMIOIIS .&ID OO!I!!U.C! .uJ!'II)]UUfiOIIS :roa 

~IOIUL nu•n !J 

(7igureo in allliono of 4o11aro) 

A!:& !!!z 
JpproprloUono 1104o • • • • · ••••••••.•••• • 2, J20 • 1,867 

JpproprloU ono p ondin& • •••••••••• • ••• 1 ,662 6o4 

Con\rac~ outborhaUono 
llppf'OYecl • o o • • o o o o • • o • o o • o o .... • • o o o o 577 312 

Contrac~ outborba Uono 
pto4.111C •••••••••••••••••••••••••••• 2, 25Q 5Q2 

6, 1109 3,285 

Two-ocean 114"7 and other 
conotructlon preTiouely 
author hod 0 • 0 •• • • • 0 • 0 •••••••••••••• 4,6l!i 

... , ,;:t;.J 6, 809 7,900 

Y Aa of liii\lot 5, 19li0· 

!S~ 

~ 

$ 4, 187 

2,266 

SS9 

1'£ 

10,094 

4, 61~ 

14, 709 

!ho ~ Uonal borrowill& au~bor1t7 and 111141 Uonal ~uea prowidec! b;y 

tho S..enuo Jet of 19bo wore qui to ouffl ciont to eMT7 uo Into tho !heal 

1oor 1942 for tho prop-.. that ..,.. beforo uo on JWlo 12th. low, boWOTor, 

with thh •ch clargod prop--. 1 :l'ool that 1t io quito IIIODtlal that 

Yt op.l.n rertow wi tb )'OU the :I' heal ol tuotlon con.frontln& tho fr......,., 

'!ho Bureau of t ho llud.get 1U14 tho !rooour;y now eo till& to, on tho baaio 

ot re .. nuo 1owo now in force and of o,ppropriotlono IIA4o IUid tbooo pondin& 

In Concrou, t hat rocoipto for tho current !heal yoar will - t to 

$6, J67 ,000,000 IUid that total upeDdituroo will 'bo t12,058,000,000, 

loon "' a not daticlt of $5, 691,000,000. We ban 1nolu4od in ow total 
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11u.ato4 up....Utllroo tor Udo ttecal nv u.. -of t5,ooo,ooo,ooo 

for .. u oll&l 4ofuoo, u~ tho ....... ...,. ~~o~par.., .. ,. lllcbt­

a a tariall7 h.icbor ooUato. !llero h a\--- boroto a o\at-t 

ohoriD.Il tho rortoo4 llu4co\ ooUatoo u of ...,.ot lot, OOIIpal'o4 nth 

thou aodo 011 Juno 3r4 aDd \hooo li>Cl114o4 h tho Prooi41Dt •1 Jadcot 

Uoooa«o of Jpv.ar7 J, 191to. 

!ho ~aoce of tho borroWl"C •thori\7 at tho oa4 of hl7 1~, 

165 

aolor tho coooru U.a1\a\10D ct tll5.ooo,ooo,ooo, ... t96!;,000,000: -

tho 'bal&Dco Wl4or t he nation.J. Uf11111 U.altaUoa hcl'll4o4 1a t.1ae 1u\ 

........ .&et wu oUll ~.000,000,000. !b.o oorlciDc ~&IICo h tho ,__.u 
f\m4 of tho froU11J7 wu OD \hat bto $1,5011,000,000. Oa tho bull of 

tho proooo\ :hdp t ootiaa\oo, tho 'bU&Dc. of tho llor rowtnc power -or 

tho aoooral lloltatioll will 'bo ·-· tso5,000,000 011 De-'bor ,31, 1~, 

and under the D&Uow def1111o 11ai t&Uon a'ow\ $2, 1165,000,000. 0.. 

Karch 31, 1941 , tho 'bU&Dce UDiler tbo Clllor al 11111 taUoo will 'bo 

$655,000,000 aDd UD4or the utiow 4ot•oo 11111tot1oll, $1,16o, OOO, OOO: 

ao4 on .TWio ,30, 1941, \he ~....,., Wl4or tho .-•ru 11111toUon will 'bo 

opproldaeto17 $.}00 ,000,000 aa4 the lloluc....,.... the naU.W Ut01111 

lb!toUoo will he.,. - oad>olllato4. l\ 1a oot1ato4 "-t the oortiDc 

baluce 111 t he co11oru t'w>4 w1ll, 011 JWll ,30th 11en, 'bo 4o"" to ·­

$1,275,000 ,000. 0.. the 'bub of thooo ootiootoo n 11 o'bwiCIIUI that 111 

Yin of tho IIICII1h4o of tho 4efuoo procr•, tho -'llial4 41~ 11aitaUou 

of tll9 ,ooo,ooo,ooo will haft to 'bo l11oreuo4, or other -· of f1111J11oiDI 

tho 11at1ow a.t1111 uplll41tllroo will IIPo to 'bo ,..,.. 'bolore Jau JO, 

l gli1. 
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tc •lew of tho fact that our naUoD&l dof111oo procru, 110w ln 

cocteaplaUon, will coot uo SIOro U.... $15,000,000,000 withln tho nut 

three yearo, lt ""uld oeem ebioable t o reconoidor tho pollq edopto4 ln 

the 1\eunue Aot of 191Kl of placl~~& a 11101 tetlon on our 11atlonal debt for 

opee1flc purpooeo and oermarld~~& opoclflc ronnuo tor the retircent of 

that dobt. !ho larce ILIId necoooary naUoD&l defonao procr.., to be -- .,..-;-!liWICod nor tho next two or throe :roaro llllltoo 1 t qui to ooo111t1al that 

t!:o !'reaour7 han a great 4oel of fiu1bll1 t:r ln ito tinaocinc operaUono. 

'lhilo tho !rouury haa out!lclant bcrrowinc authorH:r until tho next 

onoton of CoiiCl'oll, I bolioTO thio CoDCZ'ooo U1 wioh to conoldar ln 

coMoctlon w1 th tho bill now pondinc before it, t ho quooUon ao to wllethar 

tho pro•lolono ln tho Re-tenue .Act of 191Kl, authorlzinc the loouanco of 

oot to exceed $11,000,000,000 of national dofenu ohort-tel'111 obllgatlono 

and croatlnc a opocial fund lo which certain taxeo aro to bo depooito4 

tor tho purpooo of ret1r1J1& ILI1)' ouch obUgaUono oo 1oouo4, ohould not 

bo ropoalo4, and in thei r place a proYioion onacto4 wllich ..,uld incroaoo 

the «••oral 4obt Uai taUon of $45,000,000 ,000 to an .,..unt outficlont to 

caro for t ho ootaato4 daficit for tho !local yaar 19111. 

decl 

It alwayo haa on the poll of CoiiCl'OII to placo 

t public dobt obllpUono which tho !roaoury 

tiao, .lld • of t ho opinion 

thio cant 1 oTOr t ho publlo 

t t ho llnonuo .Act 

tlon t t thlo liaitat oa bo find at *50,000,000 
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1D4!e&UODI at the prH~\ U.., will 

tbt public debt f1nanc1~~& required 4 

the ! reuur:r the flonb1l1\:r 

care of 

It will no doubt bo neceaaaey to 1Dcr .... e fUrt her thia pW>llc do'bt 

l!llita Uon for the fhcal :r..:r 1942, W\ "'-' oan beat ... 4etandne4 

4ur!JIC the next eeaaion of Ooncre .. after the procr• for that :rear baa 

b- acted upon b7 t he lepalo.the branch of the Oonrnaent. 

!67 
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Bcoretary of State , 

Washington. 

2611, eo:vrnth. 

PW.Il 

London 

De. ted August 7, 1940 

Rco 1 d l108 p. m. 

It may bo: usEful to tho: Bcoretary of the 1'rcuu:ry 

and thc National D£fwuec Oommieeion to know that 

!6S 

Yr. Greenwood, Yinieto:r without Por tfolio, who has eupc~ 

vieory chargE of coordinating coonomio mattcra, ro:ferrcd 

in thc oourec of qie epccoh in the House of Commons thil 

attcrnoon to thc ohangtd position with regard to British 

purohaaes in ~trio& following thc diaaolution of the 

Anglo-rro:rroh organization, Hc pointcd out •that tbc wort 

of the Borth .ljnrioan Purchasing Oommi"aaion M4 bun 

affected by the fact that America was now ite~tU engagcd 

1n an effort of national rc~nt and wae mob111eing ita 

indue trice for that purpoaor. 1'ht taet of tbc purchasing 

oommittu in !few Tort waa now tar aorc tb&ll that of actin 

Purobaeer on account of the United 11n&dom and the Empirc, 

It hu to oonaic1Kr the general prosr!lll !llld rcquirementa 1n 

OOIDIDOn with Alltrioa. Wo: n.rc taking etcpe to o:nBUre that 

11r. l'larrla, 
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vr. Purvia, the Dinotor GEneral of the oo..tttcc, 11 

ginn the additional pcraonncl and authority to enablE 

him to oopr with hil vi tally ill port ant tutf; I _,. 

170 

add that dcapitc thE diffioultica wbioh PurTia bu ha4 

from tia:c to t1• 1n obtaining quiot aotion from thia 

•nd he u ngardJ:d u 1nd11P\ltablr the but MD for ~ 

job and hie wort ia full¥ awnoiah4. -
lED EDT 

lloL 
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PAIW'IIIWII or m.IQRAX Bill! 

!Ot .laertou EllbuaJ, 1'1~, Pra110e. 

DAft! .lquat 7, le40, 8 P·•· 

)10. I 249 

~ .. 1 ./.I 

'lbe 1ntor.at1on turll1ehe4 'b7 llatthewa regar41118 the 

regulation of banka 1ll oooup1~ Prance bu bHn reoe1.,..4 

b7 tbe 'l'rea111r1 Depart.tllt with 11ltere at . lxoerpte ot cable 

no. lll!:S dated August 2, II p. •· an4 cable ao. 261 dated 

.t.uguet II, II P·•· hue bMn fllrll11be4 the tour buka 1ll lin 

Yon who han eatabllabMnta 1n Pralloe b7 the 'l'reaataT 

Daparteent tbroap tha Pe4aral !l.aaern Baak 1n llew York. 

llattbewa 11 reqa .. ted 'b7 tha 'l'reaellrJ Departeut to 

continue to tura1ab a111 11ltoraat1on regar41Dg ooD41t1ona 

1fb1ob .Aaer1ou or other banlta operating 1n Pranoe ba.,.. 

1apo8t4 on th•· 

It 1a to be hoped that u long u Xatthewa 11 not 

1n Parh, the peraonnal ot the Bt&ta DapartMnt 1ll tha 

CIIP1tal will oaratul.l7 obaena the treauent 11h1ob Genu 

ott1o1ala ara aooor41DC ..... r1oan banlta. Beoauea ot Albert 

George ' • long u4 n.l .... e sf tu a, 1t 1a bal1ne4 that 

be would ba aaehl to 'fr111ble 1a ptt1ng 1a toaoh with 

.t.aer1oan tr1enda 1ll tbe tour ballka referred to an4 ou 

ln a aoet 41eoreat aanner uoertain a111 41tt1olllt1ea 11h1ab 

tbaaa buke udar the nn ooii41UOD8 ~ be ooatroatd w1Ul. ,.., 
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J.Jq qetea vhloh Che •ba .. :r aq be able to von oa' 
tor 'r&Deaitt1Ag reporte, b:r '•lesr.ph 1t poee1ble, etattac 

obeerTat1oae oa the eubJeo' •eat1oae4 abo•• will be greatl;r 

~preo1ate4 b7 the 'l're .. ur:r l>epartaea,. 

EA:II8CJ 

!1:11211 

'RLLJ:B 
AoUq 

(liCJ) 

• 

Regraded Unclassified



:73 

aa ••••rllll-•• to .. --•• 
t Ref te -. 7 a • n - .. JllbMIS-,11•• 

,...,,. .. • -, ua <• u •r a a .. ...... n a ..._.._.),u. ...... 
... ................ llllltol ...... ..,,_ 

... a • sa ~. JNO. -IPI't14elll to tee .,,,., 

,_ 
~ 
~ 
.... 
§:; 
IV 

..... ... 
Bilnas "'• .,.. . I IU.. 

Regraded Unclassified



l :'4 
TREASURY DEPARTMENT 

INTEIII Ol'l'lCE CON NUNICA TlON 

to 

n.e roreip l'lulda Coatrol would l1l<e to ba ... a poUq t1Dcl 1JI repr4 

to Jli11MDt• ot relief bJ rea14cta 1JI -- 11111t.ed Statea to 4epudata 1J1 
e~•• allbjaot to oaatrol. AJ)pllcatiaaa to and relief to .,..... 1,000 
pertiOlll ba.,. beu reoei-...1. !to.)' are tor ..U --.at.. A qaick U.....ti­
ptioo ot tba rKorda would iDU.cate tbat -.vo ot tba applloatiou are tor 
tile 'baoatit ot a wire or a wife Uld ciUl.4rea 1lbUe - ·~ to pereate, 
llrotMra or aiatere Uld - coutaill a reqMat to aUld relief to a pa •• 
al t'tUDII, ~ .., ol4 paHoa or a -· IJI - - tba applioatiou 
are for per81aaioa to aUld relief to a wire, 'lllo 1a a aatioa&l ot Uld reei­
doat 1o tba eOUDtJ7 CO'fWl'tld '111 tba oro!..-, boA 'lllo baa AMrieaa dl1ldrc. 
u to tba _t, prol:a~ 901' ot -- applloati ... are tor $100 or 1ua Uld 
abcM So,~ are tor .,.. ot I SO or 1a... .&pplicatiou trca llorwe&:iaU t ..... 
tile 1arcaat ll"*P 11p to tba preaant. !bare ba.,. bMJo a t .. tor ,......,. ud 
ot.Mr OOCIIpia4 e011atriaa . 

A larp proportiaa of tba raquaata are to oootimaa pepm>ta wbic:h 
AMrieao oitilana, or p&Hou d0111cila4 Uld reaidaot 1JI tba liiUt.ed Stat. 
or peraoaa who ba.,. appli.S tor citiaecab1p, bad Mda prior to tba coioe 
into att aot or excbaAp control. IJl euc:h ..... it would - clear tbat 
toM applioat1oo to aaDd rel1et aollll)' to tba 4apeDdaot iD tba OCC1lpia4 tar­
ritorr baa oot beu tba renlt of preae1lM appll.s 1JI tba 0«1lpia4 COUDWJ 

oor •01114 tbare be dittiC1111J' 1o 4etefti1Dillc tbat -- applloatioo repre­
ltllta4 a calalioe .... ot a Minta-• ~t. t.ettera rK&i..S MldDc 
t11a applioatiou iDU.cate p-eat 1oJ1XUt7 oo -- pert ot tba p&Hou •I'Pl7-
1ac O'NJ' tba a1tllat1on ot tboir dep&Dilaata abroad, Uld it ~ be au ••I 
tbet tba toraip bora popoalat.iooa will cr- IIOJ'I OODOn"'l&d u CODditiOM 
crow woraa. n abo\lld a1ao be po1atecl GUt tbat poq-ta ~ t:a - ~ 
to Go>w.q, ~ Uld ,Japu Uld to other -u1.aa DOt lllldar tba ezcbanp 
coet.rol. 

It 1a """aat.ed tbat tbo ratuMJ. to al.lAow lllCh reliat ...,..,.ta 1J1 
llall - ta will prol:a~ ...,... a •Volle taaliDc ......, tba toraJ4D-boft 
croo>pe atfact.S, Uld tba\ tbara will ba repftMDtatiODI If' &eaaton Uld 
... bara ot eoncre .. oe bahalt ot -u~ bu.S oa ~tarUD ....,....sa. 
It 1t &lao beli.W.S tllat tba renlt of atiJ1C tbaM relief ~ 1JI 
111111 -ta to 1Dil1'0'141aala abroad will t.pnYe tbo ~t ~ 
Uorioa 1JI tba OOIIIltriu to IIIlich rel1et 1a MD\. 

• 
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011 U.. 'beat Wo.w.tiOD a...U...bl.e, it appeua proo'bebl.e t.bat theaa re­
Uo! ~Dta would .... ch the Pft'IIOII& tD ..U. aaDt, It 1a proo'beble t.bat 
tilt GelVJ' per.,..Dt w1ll unn pqMIIt tD the peraoD& tD who. tile re­
u1t ia Iaiit U it 1o 1.D. ito i.D.ta.r .. t DOt to atap the .. ~ta. 'l!le !llcl 
eroa1 iDtorlll u. tbat uperianca 1.D. Polaad would lae4 tD the - co~ 
don. 

T'be &JIOWit 10Yolnd 1.D. dollaro 1• DOt expectad to 'be .....,. lArp, 1t 
till uouot wb iob C&A 'be a..,t 1.D. each - 1o l1a1 tad aDd the clua ot '*" 
10., wbo ~.ate tM raitt&DcaJI .~ HatriOtad tD .&ac'icu r .. id-­
ba .. 'be&D MldD& aucb raitt&Dcaa prior tD the coi.Ac 1Dto attect ot the 
c:oab'ol· 

It 11 wueotad t.bat pcraona d.Uc:Uad tor a 7..., or ...,.. 1A the 
Uoltld Stet.. , who ba" been "Dd1.Jic- ta tba1r ...au .... ar depoal­
eata 111 cOW>triaa nl>ject tD excb&Dp coub-ol., 'be alltllori.aad tD ~ 
to at.e ~~~t• up tD $SO par aolltll tor &II 1Dd1'ridll&l. aDd $10 tor -
odditiOD&l -'ber ot a taailT, DOt ucaad'DC tJ.OO a- tD oD& ~. 
I\ 11 balie...S t.bat tbeae llaita.Uouas tD peraoua d.Ucilad baH who d._ 
11ft to conti.Dua ~ wbicb t.bq be" 'bea D Mll:iAc, wUl aatepard 
opiDat abllaoJ l:o&t 1t it 1a daairad to l1a1t tile pol1C7 flu-tbar, the 
autboT1t7 a1&bt 'be l1a1tad to citiHU or tba hitad States or to peraoua 
who ban deolarad their 1Dtant1oD to 'beoo•• c1t1HU. 

I 
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Seorctary of State, 

W&Aihington. 

3610, August 7, 1940 

PLAII 

London 

Dated &usuet 7, 1940 

lllro1 d 1102 p. a. 

JOR TREASURY J'ROK BUnERIOR'l'B. 

176 

l. The first list of bEarer acouritire Wbiob .., 

have fallen into enemy he.ndl, referred to in t~ third 

arotion of my uo. l9l3 of July 1, il now oompilcd end 

oopin will go forward in t~ nut pcauob. It oontaiU 

about e,ooo diatinguiehing nUIIbcZI of a5 arouritin ~ 

oluding Br1t1Rh, BElgian, OcrMD, Auatrian, lo:rwgian 

and RoUMIIian Oovc!'llllrnt bOndl end Y&riOUI rail.Jrllr, 

and oil ooapany bOnds, Itt o..tcra. 

2. Moving thit ao:oond rcadiqf Of t~ Jinanoe B1U 

the Obanoellor of t~ Exob&~r in the Rouer of oa .. ~ 
lut ntcht aaatn 1nd1oatcd t~ interS. ohan,otcr ot h18 

bu.dflct by rcfcrriJ18 in detail to ti:K 1Donuc 1n illOGM 

tu ratca on oo:rtain inOOIICI (for ex.Pll a 11Ur1c4-

wUb two oh1l4rcn carniqr •Uc toO per UD• Jal4 "lC 
1.13.4. lut ~u 81111 _.,.,. n~ u.u.e, atk tu ... 
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AS-3- llo, 3610, 4uguat 7 , 1940, frOID London. 

grouP paying more than half thEir income in t~s now 

rrnohcs down to those r~criving atlg 5,830 ~r annum aa 

oomparrd with stlg 17, aoo last year and atlg a, 770 undn 

thr April budg~t ) , Sir llngalEy Wood aaid that t ime 

ahould bc given brforr furthEr mcaaurEa arc talxn by the 

oovcrnm~nt ao that taxpayEr& may makE the ncccssary &4-

juatmcnts. His epr~oh offerEd no further reply to thr 

oritioie~ that hie budge t proposals ar~ inadequat e to meet 

the situation. 

KENNEDY 

HPD 

• 

I 
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( 
ywcpayme 

Aqut 7, 1940 

,.01 Tile Sec:r.tar7 

FX'OIII llr • YOWII 

!klbjec\t IIDilt.ill& of .pplicatiOIUI for ~ 11-­
for 1W.. ootwecl bT \be l'rM1dc\'a 
FOCJ.-UOIUI of Jul7 2 .ad Jul;f 26, 194(). 

OD \be bu1a of OODftl'MUona wUII Colooel 
Jla:lloall, lxpor\ Control Adii1Aia\ra\or, .ad llr. Toe\, 
AcUnc Cb1ef, D1w1a1cm of Contrala of the State ~ 
~. \be att.&abed cl1qra baa t.... prepN'ed abow1J1c 
the rouUnc of aport 11- .pplloaUcma for reetricW 
1teu. S1¢f1'*1\ poiJrta .... u foUowa• 

l. 

2. 

) . 

Meehl,. toola 1a the olll,T 1 t. for wbioh 
theN 1a a regular rouUnc be70Dd the 
D1w1111on of Controla of the lltate o.part­
..,\. '1'11- lie_. .... 11.....,_ oDl.T after 
beiJla referred \o ColOD8l Jla:lloall' wbo 
retare til.- 1n tarn \o \be ArWII -' llaY7 
l6m1 t.1Ama Boercl, 1lb1oll 111 -' but DDt 111 
all, - claara tiMa 'aitll tM M ..... 1M 'foola 
s.ctioo of the .Aott1.eo17 c-laaioo to tM 
CmOc!!l of llat1oDal Def-· 
All otMr appUcat10Da .... ""*otecl or di ... 
apsaotecl 111 tM D1dai.oD of C...t.rola of tM 
&taW ~ buecl upoo a .ri .. of 
"direc\1 ..... *ioh baM t.... 1.-acl bT Co'"""' Me all tad wtd.ob .. --- bbaeit_JJ .. [ 
50 8114 60. 

AH111oat1- 1lb1oll the ftate ll8iW t t tMla 
-DOt. oovW'ecl 'liT the •d1naU,... -'icmecl 
.... - -a1-- claaiiUII1 - Nt.-raol to 

178 
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~ Me....U for clotaiai.OD. ~. 1D tan, 
wq be referncl to the jzrq llll4 ll&'f7 IIIIDiti­
BoV<l, the .&dY1.eot7 eo.iaal.ool or to ot.Mr 
ageiiOi .. for a ~t.10D aa to 1lbat aotioa 
lbolllcl be taao. 

179 

• 

Regraded Unclassified



0 
tO .... 

.. 
....... of Applleatt- tor a-port Ll-" tor It•• Ooftred b)' the Preelde&lt ' • Prool_tt_ 

of .-a:r a, Alllll .Jul:r •· liMO 

•••• mau 

--· 
l f 

....... fllllatftl• 

•• _,f/1 .... 

l t 

--ol --
l t 

...... , .. hctl c-t\\ .. 

u.:r ..... .. T7 
VUaU\•••..,.... 

~ · 

~ ---· 

"' 0# .. _ 7. 1,-o 

_._, 

1 t 
an.sa. e1 O.tftle 

• I 

~LM hel ... -.l•• 
., .. , .. ., c.-u , .. -.. t.M 

o....ou ., .. u..., a.t-· 

..... II .... 

_..._ 

1 t 

--ol-I I ..... ., ..... 

l 1 
....... . .. ., --

I I 

:: o.tl..t I f 
: 1 I : 

t I 
~---L.---- -~ ---, 
:••rtfte ...,..oct•• ~b . .. 1 
I ilt\latUoa• Coac,-.1 """'· : 

' 1.., .. , .. ..,. c-tn- "' ta. l 
c- u •' .. u.-~ ; 

L--~~!...~..:.~~-J 

Regraded Unclassified



., .. 
.1.2!!2 

~ t'roa • aa:uiMr f4 ...U. ~·'• \o a...-. ~l.o ... u.o .a4 oo.JUI'C&la% 
oft.lo1&1.•• the :foll.owiac ~--· td J..arpr ~'• ba" ~- ao\Ht--··1¥- !l Ofter of 

:a. I. I. a...- -ap cwn .. ....abc. 
• I I Co.-late e-....1 Jl. l ••• 

laahuol-
• I 

WloMl OU;r IMit 

' 
o-llaMftl ... ,. OnU\ 11&1•• ...,eft .. _ ... s-1 

I I a. x. 1. 

•uolllll. 01\;r IMit 

..,,000 .. I'UIDJ'• ''IP -.-.. .1 ..... 
.. , ... 

I 

'-i,ooo • 

I 

I 

ftaka 'P ' t 
lolrla ----­... .-laM 

(a) hunts.-- • .- 1a t1a18 - \e- .._, • -t.-... ~ .. 
..sao"-*'•- .a .. ~ IIN•S, ¢ , - ...... te -u) ... 
:p~~pa\ 11M ......... 

Oa - lie ,.., - ... ~ !nuatlatlee, ..... .liNe .eruea -..saolMI* liM\ .. ..._ ..... 11M ,.U 1a to .._ tl,OOO,GIIO 1a '-k 
..... to-r .. -· ot - .1 .... ...... 

(laiu.let) .. '· •• 

, ... 1JIIO 

I 

' 

Regraded Unclassified



THE WHITE H OUSE 

WASH INGTON 

.t\lg\18t 7' 1940. 

JCI:ll'..'.!lD\111 ron 'l'I!B .&mrn:mtA'l'OR O? BL•o~ COll'mOLa 

SUbject a E:l:pol't; u.- na I • • *' 
1'1'101' to .Jia17 2. 1~. 

l. The rz-!c*lt baa ci- t'lartblr -
alderat.loa to tl» ptGJ)Dnl to '" ' &aq>GI" 
UC«<IIU aut.tan41Q6 OD ~ 2l ~. ead 1:-. 
~1cled tbAt DOe-raJ. N'IILlOD b DU1aaa1'7 
f1l' dod~. 

2, now.-..r. J'OU are directed to oOIWUlt 
with the SeONtuT at State an4 tl» SMJ'etaz7 
ot the '1'Nuur7 111tll a d .. to de~ t&. 
ceceaa1t7 r or tbe ~t10D at erq partloular 
U«Da• 1n tbe in~te or tbe ... t 1011&l o.r-. 

:1, 'llbeneur 1t 1a detezoalna4 tbat tbe 
rnoeat1oo ot a part1oular u-- wUl. bene1'1t 
tho llat1onal Del'- to a -terial degree• J'OU 
.,.. autbor1&ad to dlNot t1» De~t ot' State 
to revoke tbe 11r=r, 

"' ~:~: :- fr.:- : 
Seerettry of t l:e Trensury 

• ; ·., Jr. • 

• Regraded Unclassified
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!o ••' " , .,.., tba .Aaui ..... or<ar reterre4 0~ h the Dlltch baloncoo of 
a.s..l. liiUib &lld DOt to the CU}UD troa-Uou of tho u. S • .l. lloMa vUh 

Oo .... liiUI)ca. 

s. On 26th J'une !ho llt.D.u.fo.cturoro ,,...., Co,, llov Tort, 1Dot111Cto4 the 
JIDittrd&macbe Bultnratii1CQ.116 , .Aaater<aa, (111 ropJ.T t o a pre'riou co~co.­
Uo•) to buT 10,000 , 4al1TIZ7 17th l(q COTirM Oil 23r4 l(q O.t }2lt &114 to 
biQ' Ul,OOO tor 4al.1TtZ7 19th J'uu OOTOred oa 19th lW>t at 359t. 

9. 011 8t h J'W11 llr. llo.,........, of llov Tort, o.ob4 the Stahl Ull1o11 llzport , 
Dantl4ort, -thar tha;r ho.4 porroo.414 h.l t Dlltch tr1oD4a to oft or h.la tba 
•lt lt- of atoot, p&la'blo o.pi.llot o. proaho17 DOlo •tur1Dc 111 tho 
,..., lll4 wUh h.le optioA to - po.r\1&1 po.,.onh 'btfora •turU;r. .lthr 
coaoulttUon vUh lo.YJ'Ir• ha o.4T1oo4 11011 urp11t1T tb&t l.ao41ah action 
thDul4 'bt talcoD 1D new of political 4aTtlopauto. l!o o.4414 tb&t the 

l.nttrut of h.lo Dlltch frion4o w.e properl.T tatoguar4o4 prcrl4ed hie o.4Yice 
,., foUovod. 

10. 011 12th luna an Dni4en\1t1a'blo poreon o.4Yitod l!r. llo.~"H&u ('Oboto tol ... 
C"phlC aMreu appoare to 'be 1 91-elcopile , llew Tort") t hat tho.;r 1Dtlll4ad 

tor kcUco.l rao.tou to - o. toleCNPII.lo rni\to.nce ot $5() ,000 to ll&rrao.u' o 
OCCOIUII throu6b tba C'beM llo.llt &114 1n the - of 0. 111'0.\ral poreon . !h.lo 
_, vould later loa 41opooo4 of 'b;r lo.ttor or tolearu ciT1nc the - ot 
tbt 'blot o.n4 1Dto~Uon o.e to -tber 1\ ,.o to oto.n4 1n llr. llo.rrao.n'o 
,..., ot an American 001fPU1. It th1o wo 11ot t ... i'ble, tbe;r ooto4 1t llr. 

Barrotu had ~ obJection to a O.rllloll 00ifPU1 or -tber be had 0111 alto...,... 
l b t propoool. 

(IaU.) lt,J.S. 

7 .ina· 19110 

(OCIP't) 
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to .\aguat 7 , lHO. 

The Seoretar:r ot Stat e pre~ente IU.e ooapUaents to 

the Honorable the Secretar:r ot the Treaaur:r and enoloeee 

t or IU.a intor.at1on and appropriate attention a eop:r, in 

tranelation, ot a aeaorandua 'llbloh wa. lett at the Depart­

aent ot State b:r the Counaellor ot the 8panieh Eabaee:r on 

Auguet 6, 1940, regarding the unblooki.ng ot tunde held 

in t!Ue country b7 La O!a de Seguroe La Uni&n 7 El Flnix 

Eapellol, 'llbloh 18 aaid to be ot Spaniah nationaUt:y. 

Enoloaure: 

Meaorandua, 
in tranalatlon. 
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( !1Wf8LA!IOII) 

MEMOIWIDUI( I 

87 Tirtue ot the Heutral1ty Law the Preaident ot 

the Republic haa ordered the bloolt1ag ot the aooounta 

ex1et1J18 in North .laer1oan banka btlOJ18111g to eubJecte 

or antit1ee ot nationalitiea inTolTed 1n the European 

oontl1ot. 

fhe Insurance CoiiJ)8ll)" La Un16n 7 El r&nix !epa&l 

186 

(La O!a de 8eguroe La UnicSn y El F4n1x !apaDol) hal been 

1nolu4ed 1n the liet. !hie 8ooiet7 ia ~lly 8pan1eh 

einoe ite Oonatitution on Karch 17, 186,. It ia inscribed 

in the Mercantile Regieter ot Madrid and in that ct the 

Adainietration-Oeneral ot 8eourit7 and it ia authori&ed 

to carry on bueineae by Tirtue ot a Ro7al Decree ot the 

Ml.D1et r7 ot Finance. Ita lll1n ottica ia locded in 

Madrid an4 a aaJorit7 ot ita aharel (ot atoclt) ie in the 

pGIIIIIiOn ot 8pani~. fh11 0011p&n7 hal carried on bua1-

neae in France, ae well ae in other countr1ee such ae the 

United 8tatea, tor a long tUie put. 

It 11 dealred that the account 'llhloh thle Ooapan7 haa 

1n varloua banta in the United Statal aay be treed e1nce 

it 11 not oona14ere4 to be included within the prortllona 

ct the lleutraUt7 Law. 

Waeb.iJicton, D. 0 . , 

.......... JJNO. 

Regraded Unclassified



3r1t1ah S.CUZ1t7 Lid PUbl1obo4. 
""cud 7. 191lo 

LoD4on. ~ llallll: of JlocluA bao publiollo4 tho f1rot 118\ ot 
111111bor of bearer oeC\11'1 Ueo mioh U bao rN.ooa to be11on - ban 
!allen lnto on-o- baD4o u a noul.t o! tho o......, occu,paUon ot 
Poll.ll4, llOl"WaT, tho Low C<>untrioo and hanoo. !he llot, mioh 1a 
z4 J18C•• loDC u4 conro 25 oecur1Uoo, 1no1114oo o-n ollaroo of 
Bru111an 'l'racUDn, Oana41an Pac1t1c, 1!1Vo-llectr1c Secv.r1t1eo, 
!an4 ICin ... lloan Antelope, llo7el Dutcb, lbell 'l'ranoport a. 'l'rii4.1Jlc 
oD4 tho llr1Uoll 3-1/2'/> Yar Loan. Other 11oh are e:q>ecto4 to follow. 

1.:11 oa1u1Dn froa the 11ah ot -ber• ot - bN.rer ucar1Uoo 
h no &U&ranhe that thq bear no ..,_. taint, U 1o otato4. On tha 
other baD4, certain -bora 11otecl- ban bee ,._,.o4 troa tha 
oar1ouo oountr1oo before ..,_. occ:upaUDJl u4 li&Ato are a4rleo4 to 
!oNar\1. 4ata11o IOhere thq have erldenco o! nob r-.ft! • 

• • • • 

••• .&ucuat 7. 1940 

Ius lwl4o 1n U. S., llr1ta1n 

C=ono tol4 Olbat balance r.atn& 1D Paris 1t 1n hancs. 

London , .WCUot 6 (liP). Sir D.ncolq Vood, Cbancellor of the 
l:xchtqUer , tol4 the llouae of Cocone to4q that a larp part o! the 
auoh anA resarno of the S...s Canal Ccoop&OT vere now 1D ClrN.t 
!r1ta1o anA tho 1InUo4 Stat... !l'ho roocurcoo, be oa14, •are 
blooll:o4 uD4er the ccoral aaeoureo that ve aD4 the Un1to4 States 
SOYen>:ment ban taltan. 1 

Be otahd that Olbatenr S...s Canal fun4• vere left 1n Parte 
veto 1n fra~· •, and there! ore ·-t 1norN.oo the .,._., • exhnal 
rtaOQ.J"cee.• 

187 
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Ali.ERICAN LEGATIO~l 

RIGA 

118. 

TELEGRAM SEII'l' 

Your 209, July 19, 6 p. m. 

188 

GRAY 

August 7 , 1940 

Trusury furnislu:s the 1'ol1011ine reply ; QUO~ You art 

advised t hat th£ folla"ing transaction& involving property 

1n 11hieh Latvia, or any national thereof , bas at any 

tlme on or sincE July 10, 1940, had any i nterest, direct 
1nd1rtot, 

or / . may bE Effected only purouant to a licEnsE 

pursuant to ExEcutive Order l!o . 8389, 40 onttn<lEd , sod 

REgulations isouEd pursuant thEreto : (a) all transfers of 

credit bctncen an:;r banking 1nst1tutiono vlthin th£ United 

Stctu; and all t r:msfErs ot credit betwun cny bc.nldng 

institution t~ithln tlu: United States and any bnnking 

1nat1tution outsidE the United States; (b) oll pcymcnts by 

or to any bonking institution r.ithin the United States; 

(c) all tronoactions in foreign exchnnS£ by any person 

111 thin the United Stat£ s ; (d) thE export or withdral'lal from 

the United States , or th£ earmarking of gold or silvEr 

coin or bullion or currEncy by cny person 11ithin tlu: United 

Statts ; 

L 
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13S 
-2-/118, August 7, 5 p . m. to Riga. 

states : (c) all transfers , withdrawals or exportations or, 

or dealings 1n, any evidences or indebtedness or evidences 

of ownership of property bl ~ny person within the United 

States; a nd (f) any tronaoet1on for the purpose or l¥hich hc.s 

thE effect of evading or avoiding thE fore going prohibitions. 

Applications for a l icense to Effect any or th£ transactions 

aboVE referred to may be ~de to the Federal Reserve Bank 

ot Hev York by any pnrty to such transection , vhetner or not 

in the United States. 

Within the meaning or the Executive Ol'dcr the tu, 

"Latvia" includes the Sta te e nd Government of Latvia on 

July 10, 1940, political subdiv1s1ono, agencies ~nd 

instrumentalities and persons acting for thE benefit or on 

behalf thereof , and acy and all other govrrruncnts (including 

political subdiviaions, etc . ) to the extent and only to 

tbt ex t ent that such governments exercise or claim to 

exercise de jure or dt facto sovcrcignty over the orca 

Which on J\.lly 10, 1940, consti tut£c Lotvia. 

The tcrm •n~tional8 of Lctvio includes any person who 

has bccn domiciled in, or ~ subject, citi&en or resident 

or Latvia at any timE on or since July 10, 1940, but docs 

not include any indivi dual domiciled c.nd residing in the 

United States on Jul y 10, 1940 , and also includes any 

partnership or other organization, including my corporat i on 

organized 

I 

• 
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- 3-/118, August 7, 5 p . m. t o RigQ. 

organized under the l ows or, or wh i ch on July 10, 1940, 

had 1t3 principa l pl::cc ct business in Latvia , or r;hich 

en or after such dctca hod bttn controllEd by, or sub­

atantial part of thE stock or other otcuritits of ~hich 

has bEEn O'.mtd or controllEd by, directly or indirectly, 

on£ or morE "notionnls • ot Lntvio. 

l SJ 

Ycur questions arc anst?trtd as f ollOI>o: (1) Yes. Tht 

tt~ "bonking institution" incl~ea rny ineividu~l or 

corpor a tion holding credits t or othtrn as c direct or 

i r.cidental pa rt of his busintso. (2) No. l.cccunts subject 

to the provioions of l a\7 ebove referred t c do not bEcCl"..£ 

"unfroztn" by rtr.son of subsequent Cheng£ s of residence 

or domicilE by the persons in 11hosc nMts such account s 

ere hEld . ( 3) Tht TrEasur;· Dt~~rtmtnt bAa licensEd the 

AmErican Exprt os Company t o accEpt end receive poyocnt on 

dr afts dr onn on the SEcrEtO~J cf St~te by United Sta tes 

Fore ign Strvict OfficErs . The Aotr1c~ Express C~pcny ' s 

c~rresp~Detnt 1n Riga , Lctvir , the Latvijes Bonka , '-ill 

c•sh ::111 s uch dr1fts . Ul;QUOTE 
bas 

Trtasu.ry 1 issuEd license to American Express 

Company permitting 1t to : 

(1) Receive from Latvijas Janka , Riga , drafts drawn 

on tht SEcretary of Stat£ by Foreign ServicE Of ficErs a nd 

hErEafter acquired by Latvijas Banks direct ly from such 

Port18Jl 

• 
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• ._#110, Ausust 7, 6 P••• to Rtsa . 

Forrlsn Service Officers. 

191 

(2) Present suoh drafts tor pa,mtftt and receive pe,.cnt 

thtrcd • 

(&) Establish and maintain a free dollar account for 

Latvijaa Banka to which account the proceeds of thE 

collections of auch drafts aball bt credited and 

(4) llakt pa)lllcnte out or eucb acco11nt on thE ordtr 

ot Latvijaa Banka of thE proceeds ot the collections ot 

such drafts. 

840. 51 Proztn Crtdlte/326 
EA:FL:EHS PA/D DA EU TA 

'IELL£8 
Acttns 

(PL) 

I 
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~7 , 19~. 

Dear Ill'. Searetcy> 

!Milk :J'OU tot" 70'JZ _.,,.,.UoD ot 

J.Jl.T ;lOth, .,,...,nil oovr ot tbe note o-

1 ...... 1 B. Moo II e. Jr. 

Socreta%'7 ot t.bo ~. 

1' $ PISS a 

~JOB/ja 

~·~ 
I!<; t .11...-,. . -.) 

192 

.II 

Regraded Unclassified



lSJ 

July 30 , 1940 

file AotiJic horotUT or State preooata hla oa-'111 tanto 

'o the Kooorahlo the ... rotUT or tho !l'oU'U')' a114 truaih 

lltrnith. tor tho lllrorqUoa or tho latv4oparboatol L1a1-

c.muoo ootablhho4 to 4ool w1Ua torolp ;a : .. \De a1u1ou 

a114 tor ouoh aoUoa ao the o-tuoo 1107 4ooa appropriate all4 

oar t1a4 poodlllo 111 tho olroaotaoou, a oop7 or aa a14o 

•-11'0 1o rogv4 to tho ulpant ot arUlloJ'7 to llvlUa 

llhloh wao lott at the Deparbeat b7 the lr1t1oh .Aallaua4or. 

I 

I 
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OOPJ: ll(tJ 

1S4 

811 MaJeetr'• lab .. ar bae been i netruote4 to 1Diora the 

State Departaent that the Oo•ernor ot Dutch Surlnaa reoentlr 

expreeee4 to the Oo•ernor ot Britilh Guiana oertaln teare 

regarding the poeelblllt7 tbat an attack algbt be aade on 

Su.rinaa b7 aerohant lhipe tltted out 07 Geraane 1n South 

.lurlcan porte. !he obJect ot euch aD aUaok would be to 

deetror or block the porte troa wbich bawt1U 1e ezportl4 

•11 the Cottlca I.D4 8ur1naa rinre. !be export• ot bauxite 

troa Sur1ou exceeded halt a aUl1on t one in 1a~a. !he 

aaJor1tJ ot th11 bauxite wae exported to the United 8tat11 

ot Allerlca, wn1oh indeed 11 11Dderatoo4 to obtain the greater 

port ion ot 1te euppl7 froa thie eouroe. 

It 11 wnderetoo4 that at the aoaent the Jatherlande 

author1tiee 1n Surlnaa 4iepoee ot DO artillerr, an4 thua 

ha•• Do ••an• ot pre•enting a hoatile attack aade Ylth the 

obJect ot blocking the porta . !o r .. l47 thle eUuatlon, 

the lletherlaDda 111thor1t1ea ban placed order• tor a 

oertal.D quantitJ of artill•I'T 1n the United State• , wbl.Dh 

hOWt'flr hat not 71t OIID 4tli911'14, 

In •iew ot the great 18portaDOI both to the United 

8tatee Oo•ernaent an4 to Bil ••J••tr'• Oo••~nt 1n the 

Onite4 ling4oa of aat.ntal.Ding the auppliee ot baaxlte to 

1;ht 
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~he United 8tatee tor uee 1n oonnex1on with the Aaerio&D air­

era!~ i nduetr7, Ria KaJeetJ'• ._baee7 hae been inetruoted to 

draw the attention ot the State Departaent to thie queetion 

or ~be external eeourit7 ot Dutoh Guiana. 

Eabael7 hat, at the eaae tlae, been inetruoted to enquire 

whether the United Statea author1t1ee oould take a111 atepe 

to expedite t he del1nr, ot the art1ller7 tor 8ur1naa now 

on order in tblt oountr,. 

. 

!'Ill 8Rl'l'I8B EKIIAS8Y, 

WA8HDG'l011 , D. 0. , 
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TREASURY DEPARTMENT 

....... Alagut 7. l911o. 

TO Seor:~2.nth .. 
llr. ~. ""'" 

BubJeot: J ohn B. P1oreo l'oliii4&Uon Hou .. 

I talked to llr. Robert L. Dartoon, D1reotor or tbe Jolua P. 
Pierce roundaU oa, ... Yo1•1t C1 t7, oa tho tolepboao th1o attoraooa. 
Re u14 he rel t oure thot tho r-«auoa woal4 be sla4 to t111'1l onr 
10 the lla'I'J Dep&J't•nt tho plaaa aa4 opoo1t1ooUou rOJ' tho t26oo 
l>ouoe. Be 414 no t th1nlt, howoYor, that 1 t wolll.d be pooo1ble to pat 
-.p 100 houau por woolt. !he lla1t1ac raotor, bo aa14, wao the a....U­
able auppl7 or phenol plrwoocl, 'llh1eh 1o the oh1ot nw .. tonal ue4 
11> tbt conatJ'UoUon or tho houo. Bo wao aot poa1Un or th1o, ho­
enr, and aa1d be would aa1te an 1JinoUpUon aa t o the quantU7 or 
phenol plrwood wh1eh eould bo .. do a...Ulablo. Be aa1d he would bo 
glad to oooe down at aJ11 Uao to tallt to loeNtaJT box. 

I telephoned Mr. 0 11ooto, 1n looNtlll'7 box' ornoe, and be 
1nlorme4 oe that the 8ooretar7 ... loanac town t oeorrow and wolll.d 
not return until ooaot1ao next 'l'llooda7. Be aa1d that loorotarr box 
had reoe1 ved the al't1olo oonool'll1ns tho P1oi'OO Foundation Houao, 
and that he would sot 1JI toueh w1th llr. DaY1oon and u1to an appo1nt­
•ent tor h1a t o ooo t ho Booretal-7 upon h1a Ntum. 
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H.M.Jr: 

Operator: 

Seore tar:r 
St1aeon: 

H.M.Jr: 

S: 

H.M.Jr : 

8: 

H.M.Jr: 

8: 

H.!I.Jr: 

8: 

H.M.Jr: 

8: 

H.li.Jr: 

!97 

Rallo. 

Go ahead. 

Rallo, RenJ'7. 

Row are :rou' 

•ucu n 7, 1 C)llo 
12:07 p . a . 

I'n Jun been dolnc tbat eM'aftd tbat :rou 
a eked ae to help :rou on, about Mun1 U one Board. 

Oh, 71e. 

I '•• bad Burne and Rln .. ot tbe Boal'd and 
aleo Maxwell here. All exportat1ona ot 
a•latlon gaeollna baYe been atoppe4 t1gbt. 
B:r tbat tha:r aean -- wbat tbe:r bau 
etandal'41&e4 or 4at1na4 ae aY1at1on caeol1na 
le 47 ootana gaeollna and tbat thaJ al eo 
ba•• etopped abeolutal:r all tetra -- eoaethin& 
other ot l ead ••••• 

'fetraetb:rl lead. 

•.• • • -ethJl laa4 b:r whl oh the ol'd1n&l'7 
gaeollne could be eteppad up 
and I ' •• 41eouue4 the thine w1tb tbe• at 
lencth. 

Ooo4. 

I tbink tba t' e eol14. 'fbe:r e&J tbe7 bau 
bad ••r:r perfect oooperauon wltb Joe Green 
on tbat aaUer. 

Well, I'll cat JOU tbe •• •••• 

Ot oour11, I'•• dieouuad tba Whole utter 
wUb tb• and I tbink I ban ClYID tb• a 
preU7 fair 1D41oat1on ot bOw I till about 
u . 
Well, I tb1nk tbat will be ••r:r iMlptul. u I riP' tbat baton th17 oan pt a lloenll 
1 t bae to p tbrOIIIb tba lluD1 Uone Joar4t 

• 

I 
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II: 

H.K.Jr : 

S: 

B.M.Jr : 

II: 

R.M.Jr: 

II: 

H.M.Jr: 

S: 

B.K.Jr : 

8: 

H.K.Jr: 

S: 

H.li. Jr: 

II: 

- 2-

•o, I Gon' t thlllk JOU are. I do11 1 t Wllk 
U bal \o 10 tlu'oullb tb•. I t b!nlt 1 t 

fo .. tbroqb lluwe1l , but I Wllk t he BOU4 
ald 4owa cen•r&l prlnolplee. I .., be 

wronc on tbat, I 41d 110t au tbat preolee 
qu .. uon. 

Well, I'• ba•lnc • . • ••• 

I oalled 1n Burne tlrlt, wbo 11 one ot the 
beouU•• Coa.ittee ot the Board, a11d 7ou 
know bla. 

1'11, I know Burne. Re' 1 a 1004 aan. 

And be at onoe -- be eald tbat be badn' t 
been 1n anr -- the7 ba4n • t bad ..., ... una• 
tor a lone uae an4 10 he ' d baY~ to oblok 
up on lt. Well, be went out a nd Ill broupt 
blllk R1n11 and llanell, e nd wl tb the three 
I'•• ba4 prettr ne1r a halt bour ' e talk. 

Well, tb17 know bow J Ou teel. 

fll17 do. (Laucbe). 

Well, I thlnlt I' ll haYI I ••••• 

Ae olaar ae the Jnglleb lancuace oen expreee 
1t. 

I thlnlt I'll biYI a IPIOltlo oue thll 
atternoon and lt I do, I'd l lke to ee11d lt 
OYer \o J OU. • 

All rl&M· 

But I'•• aul4 t or 1 obart ot bo .. thl• 
uoen•lnc wnc worlu and lt I a•t i t I' ll 
lind JOU OYer a OOPJ Ot lt. 

ot oour11, tbiJ're not etopplftC ulatlon 
o11 -- lubr1oatlnc oll. 

•o, tbl7'r• not . 

198 

fte~n not, an4 there are a lot ot otblr 
1r.1 ot peUOl- tbat tbe7're not e\opplDC• 
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H.M.Jr: 

S: 

H.M.Jr: 

S: 

H.K.Jr: 

S: 

H. K.Jr: 

S: 

H.K.Jr: 

S: 

K.M.Jr: 

S: 

R. K.Jr: 

S: 

H.lj .Jr: 

S: 

H.M.Jr: 

8: 

- 3 -

Well, you get ••.•• 

I mean, I wiah they ware but ther're not, 
I mean, that didn't coma within the order. 

The aviation lubricating ell. 

Yet. 

Wall, I'll know enough acre about lt by 
tonight or toaorrow and whatever I gat I'll 
tend along. 

Well, all right. I ' d be glad to look at lt. 
Any aore newa troa our t rlende on the Hill? 

Wall, you and I are going to teetlt7 Frlda7 
morning. 

I hadn't hear d that. 

Well , Sullivan talla mt they expect you and 
Xnudean and Xnox and m7eelt all to teatlty 
P'r iday mor ning. 

Put ae down at the tall or the llat eo there 
won' t be much to eay when I am reached. 

Well, we'll put rou right up at the tront . 

No, then they'd take up the whole tlae with 
me. 

Well, aa a matter or tact, ther ' ve aaked 7ou 
t o apeak tlrat. 

Yea, ot course, I a1ght •• well. What I 
say will be verr 111111 end I'd l1ke t o know 
bef or ehand what eort or thing t he7 ••••• 

I'd 111te to meet Pettereon eomat1ae. 

Wall, why not eend him 1netead or • •' 

Where? 

Up to thie Board. 

193 
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B.II.Jr: 

S: 

K.M.Jr: 

9: 

H.K.Jr : 

S: 

H.II.Jr : 

200 

- ~-
Ob, no. ftwJ WD\ JOU. lut I aMn, eoaeU.ae 
114 11kl \0 •••t bla. 

WbJ, 1••· I wan' JOU t o •••t bia . 

lo, \be oo .. 1\tee want• Jou: \heJ ~on 't 
van\ Paneraoa. 

Well, bl'e a creat fellow, Be 'e sett1nc 
on 1a SJ'I&\ ablpe. 

Goo4. AU r1pt. 

All 1'1p\. 

TllanJt JOU, 
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I! . !~ .Jr: 

Opera tor: 

!!. 11 . Jr: 

Cong. Bob 
Dough ton: 

H. M. Jr: 

H. 'I .Jr: 

!) ; 

H.l!. Jr: 

!); 

H.M.Jr: 

D: 

Hello. 

Dough ton. 

Hello. 

Henry, how a re you? 

Ausvn 7. 19~ 
2: 511 p.a. 

I'm all righ~. How are you? 

All right, t hank you. Well, I want to 
congratulate you and thank you tor gett1.ng 
t he boya ~o work toget~er yeater~y. They've 
fi nally pinned down to buaineaa and we got 
along all right, I gueaa. 

'lell , I'm awful glad to hear it. 

Yeah, we were to have begu.n the hearings 
tomorrow but some or them 1na1eted it wouldn't 
be adequate notice and the Republicans --
Mr. Treadway was rather m&klng a poi nt or 
t ha t and he'd gone along eo well -- the 
minor1 ty member a bad -- I though t it beet 
no t to give them anythin~ t o klolt on and 
that gives a little aore tiae t o get a 
tuller report writ ten up an7way. They 
weren't certain they oould get the report 
ready t omorrow eo-- ••••. 

I see. 

• . • . . now wha t I wan ted to apeak to JOU 
eapeoially about waa tbll. Get the names, 
outaide or youraelt, ot any persona down 
there that you expeot to t eat1ty the tirat 
da7 and I could put them on the calendar . 

Well , I thought you were going to have 
8t1aeon and Knox and lnudeen. 

How' a that? 

201 
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li.M. Jr: 

D: 

B.K. Jr: 

D: 

B.K.Jr : 

D: 

B.M.Jr: 

D: 

R.M.Jr : 

D: 

H.M.Jr: 

D: 

B.M.Jr : 

- 2 -

l t 1a.on, leoretarJ ltt.eon ..... 
Well , I wae not ro1nc t o put UJbod1 on 
ot oouree, until I oonterred w1th 70u. 'we 
tho~t tbet 1t would be wel l t or th .. to 
teetlt7, but the order l n Wbloh t he7 ooae 
I wanted JOU to dee1gnate. What about 70u 
cet -- aake the t1ret etattaent then Will 
JOU anewer the queetlone or w11i Sull1Yan 
take bold and u pla1n the utter. How wUl 
that rot 

Well , I'll let lull han do the u plalnlft&. 

Well, I thought probabl7 70u'd went h1a to 
do that and lt ... , t oo. 

Yeah. 

And then the nezt w1tn••• 7ou'd eucgeet 
would be - - ot courae, we'll not put th .. 
on. Tbt7 can Juat put J OU on and t hen 
70u can Juet 71eld t o t hea. It won't be 
neceu~ to put th .. on t bt calen4&1". 
Then JOU d eucg11t 8t1aeon and wbt t about 
lnox and then 7our un •••• • 

lnud~tn • 

• • • •• lnudaen. It we take St1aeon wa had 
better take lnox t oo, wouldn' t 70u thlnlt aot 

Vti"J auch eo. 

Yeah. Jut that'll be eno~ t or ua t o put 
on then tor the t1rat 4a7 then. 
It we t1n1ah W and the t1ae 11 !lOt all 
taken l t therele &n7bod1 elae t here , Wb7 
we oan btu thea, but 1 t' 11 probabl7 take 
all 417 to cet tbroiiP W1 th th• wl th the 
queaUona thet Will 6t aeke4. 

!bat'• r 1pt. 

Don 1 t 7011 think ao7 

lee. 

202 
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!): 

H.M.Jr : 

!): 

H.M.Jr: 

!): 

H.M.Jr: 

D: 

H.M. Jr: 

- '-
Well, tYerJth1ng eeeae to be ln a1Cbt7 tlne 
ebape up bere • • I'a addreeelns a letter to 
eaob aeaber ot tbe Coaalttee on Pinanoe 
tod&J 1nY1ting tb .. to elt wltb ue and co­
operate ln the hearlnge. 

I thlnlt tbat' • wonderful. 

How' • tbaU 

I thlnlt tba t tba t 1e wonderful. 

Well, lt looka Juet •• ta•orabl' up hera 
ae 1 t oould now troa Vbat we oan eee on 
the euJ'face. I don't en a thing tba t look a 
untaYorable, and I want to tbanlt JOU again 
tor JOur tlne etrategr and tine dlplo .. cJ 
and tine work 1n belplns ue set the thing 
1n •• scod a ebape ae lt 1e. 

Well , tbat'a YerJ nlce ot 70u. 

All r1gbt. Well, good-bJe. 

Good luck. 

20J 

• 

/ 
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RE CONSBRV!TION OF OIL A.u~:USt 8, 1940 
9:00 •••• 

Present: 

U I. Jr: 

B.l!. Jr: 

llunphrey: 

l.!r. Knox 
l.!r. Ickes 
l!r. Bolland 
Ur. Frey 
J.fr. llumphrey 
l.!r • Whi l; e 

)(r . Humphrey, the reuon I bothered 7ou to 
come down is that we wanted to get & little 
bit posted on the oil buainus in Jape ud 
p&rticularly Tidewater's intereat in Jt.pe.n .• 
~ould you c&.re to tell usl juat perfectl7 
fr&nkl7, what the set-up s~ 

llo . Prob&bl7 I should give )'OU the hlstoey. 

ilould 70u do the. t? 

In about 1924, the Associated Oil Comp&JI1 
began selling crude oil and products to 
Japan and that developed & business that to­
w&rd the end of ' 28, they suggested that the7 
organize a refinery, joint refinery{ for the 
purpose of developing, &a the Aasoo ated Oil 
Company thought, the outlets tor products in 
the Far East. I believe it w&s soaetime late 
in '28 the. t a memore.nd11111 b7 the lfi taubiahl 
interests - I preauge you &re more familiar 
with the interests than I &a, but &s I nnder­
ste.nd it, the Ultsubishl-Sh&w, as th$f_call 
it, is a hol~ coap&JI1 and that holding 
company is owneii princip&lly b7 another 
Ja puea e c ompe.ny. That company, in turn, owns 
other oorpor&tions over there that are engaged 
in various industri&l enterprises, aining, 
shipbuilding, electric me.nuf&oturing and 
others. I can't relate them &11 . 

That m•ore.ndum of agreement oont•plated, as 
I said, that it would organbe a refineq 
and enter into the manuf&oture and refiDiDg 
of petroleum products. 
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H.J,[, Jr: 

lhcphre;y: 

U!.Jr: 

Humphre;y: 

H.li.Jr: 

• 0 

- 2 -

We provided in the agreement that the crude 
oil would be furnished by the Associated to 
the extent that it was available . In other 
words1 it was not hard and fast in the quan­
tity they demanded, but we furnished the 
quantity that might be part of our surplus , 
That memorandum agreement was formally con­
summated in ' 29 and by the terma of the agree­
ment it provided that this refinery would be 
built in Japan and that each •1ould contribute 
one-hall of the capital, that the organization 
would be so set up under the law& of Japan 
that there would be an equal nuaber of directors, 
that no action would be taken except through 
the consent of our representation, and that in 
case of an;y oisunderstanding or difference of 
opinion, that either party could buy the other 
out , The price to be paid would be the amount 
or investment plus six percent less any divi­
dends that might have been declared in the mean­
time , 

That progressed until 1939 when the business 
developed and they increased the capitalization 
fr011 100, 000 shares of 50 yen eac.h to 140,000 
shares and again it l'i&S increaaed, I think, in 
'36 or ' 37 - I am just trusting to my memory --

Well, this is just --

,,,,to 200,000 shares and each iarty, each stock­
holder, would take hall ot the ncreased capital. 
The c01:1pany continued to do bueinees as it ia 
at the present time. I don ' t suppose you want 
to know whether the business prospered or not. 

~ell, it would be interesting, sure. 

I would like to have this memorandum so I can 
see if aUT mistakes are made, 

Thia goes into the safe, There is onlT one 

• 
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Bumphrey: 

Knox: 

Humphrey: 

lnox: 

Humphrey: 

• • 

- 3 -

cop7. There ia onl.7 one copy and it 11 purely 
!or WIT a.orr. I IU&Il, rou are not te1ti!7i~~g. 

Bo, I appreciate that, but I would like to haTe 
an accurate atat-nt, that ia all. 

206 

We han innated at the preaant tille in our ahare 
about a aillion 490 thouaand and, 1a7, $800, 
which repreaanta 50% and that 1a on the preaat 
baab of u:c~e. The CCiapiJIJ haa capitalization, 
aa I aaid, of 20o,OOO 1harea and ia inaebted to 
intereataonr in Japan !or the 11111 o! about nine 
million J&n. 

J.bout a Jear or ao ago, two yeara, I ftllted to 
han that credit baaed on a - put on a long- tera 
baaia, or rather capitalized, but I did not care 
to make an7 more innataanta, 10 recant].y, about 
two or three aontha ago we finally deci4ed that 
thiJWOuld increase thlt oapitalization up to 
twenty million 71n. At preaant it 1a tan million 
and it went up to twenty million. Increased 
mone7 would take up the loan. 

Ia that on a !ift,.-fi!t7 baaie? 

Y... But I insisted that I would not put in 
anymore moneJ and propoaed thie agre.ant, 
that WI ww.ld --

To wh•Y 

To the lll taubhhi COI!p'UI7, that the7 would plll'­
chaae all the increaaed capital, proTide the 
IIIOUJ !or it, pa7 ott the debt, bat tha7 would 
gin ua an option to re-purchaae one-hal! ot 
the inoraaee at any tiu before the tint ot 
J~J~UU7, 1948. It alao proTided that the pre­
aant ~Vplua of the o011p'Jl1 would be mJOJM 
titt,-tUt,., aa in the pr .. ct haa111 ud that 
alt!UnJP thq would Jaan three-fovtlll of tha 
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B.M,Jr: 

Xnox: 

l!uaphl'e;r: 

B,li.Jr: 

Bumphl'e;r: 

-' -
capital, it would operate aa it operated in 
the ~~t. The agre•ent would be ade that 
our ~ interest would be repreeenttd a1 
having been pae3ed b7 five out "of ten directors 
and that that Joint ownership and joint opera­
tion would continue until after the first of 
Januar;r, 1948, and if we tailed to take ad­
vantage of our option then, that the7 would 
have control. 

Have fOU been able to draw any dividende out 
ot Japan'l 

Yea, strange to aq, we have received dividends 
regular~. I think that the COIIp&DT hae ade, 
einoe it started operatione - it etarted opera­
tiona about ~931. I would ea7 it .. a. over 
eb: lllillicn ;ren. We have received our divi­
dends reltUlarlJ. There hae onl;r been one divi­
dend that was not received in reltUlar course, 
That amounted to 100,000 Jen. Tlie lateet divi­
dend declared was in Jul;r. \'/e al'8 entitled to 
150,000 J&n and the7 secured permits to send a 
third during August, a third in Septamber, and 
a third in October, and we received our third 
in Auguat, alreaq. We received it on the 
eeoond of August. I aa giving that out of 
alllol'f. I thinlt there are about 6{600 yen 
profit during the period ot operat on. 

Six llillion, fOU mean. 

Six aillion, 1'•• 

What dote thie oil rafinerr - what kind of pro­
ducta does it turn out'l 

Well
1

. it wae a ooUination of straight run ancl 
oraonng and it turned out tha ordin&l'fiiOtor 
gaaollne. ReoenUJ, the7 had a patent, I believe, 
or an egre-t with the 11Diverlil ancl the7 
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built an lao-octane plant a~otime in ' 39 I 
don't know as the plant ia operating yet ' I 
don't think it waa a great aucceaa, It bas 
only been operat ing for a few months, 

Do they make aviation gasoline? 

208 

Yea. The quantity, I don't know, I have no 
details there. It was all put up by the Ja~anese 
people themselves under the direction, I think, 
of the representative of the Universal Products 
Company. 

h that the people that ma.ke th.e tetra --

No, another I:W1 is the head of that. He is a· 
Chicago fellow. 

I t is the Dutch process. 

The Universal Products owns the patents on a 
certain line of cracking processes and on this 
method of producing iso-oetans. 

Is that the Chicago crowd? 

They are the Chicago orowd. 

Do you furnish them with American engineers to 
supervise? 

No, fie had our engineer ~ over there and - in, 
say ' 31 or ' 32, to su~erv1se the erection of it 
and under the set-up 1t is provided to be man­
aged by directors consisting of the president, 
the vice pr esident and management directore, so 
termed They must agree on all the operations. 
\Yo hav; a vice-preaidant who ia not an engineer 
at the present time. We had an engineer over 
in the beginning, but we have a man named Jo.nes 
who is more or leas ourrepreaentative in export 
sales and he lives over there. 
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Do rou aell thea all the crwle? 

Well, we don't 1111 thea all the oi'Wle, We 
haTe the preference, i! our price is the saae 
but I think thq han been 'biQ'iag crude !rca ' 
iou.ador 1 Jlell:ico and South Aller ice, 10111 other 
plaoea 1n South America, 

I ue. 

.lnd I think thq han acae !l'Ca Ballrein, I 
aa not sure, but we han generall:r aold th• 
the 1110st o! the crude. We aold th• probabq -
again, I 111 giTi.Dg JOU !1'011 aeaor, - ainoe 
tlie re!ine17 starhd, probabq n1u ailllon 
barrels of crude oil aDd aoat o! tbat, I thillk 
J.IPObabq six or enen llillion of that, waa of 
lettleman crude and aoae of the balance 11 
another crude and acme 11 thia high octane 
crude. 

How ~ other refineriea are there there? 

I han nenr been in Ja~,. ~o again I aa 
ghing it from IUIIOrJ. I tlllnk that probabq -
thia refinerJ is not the largest, I alked 
the other da7 and I think sameone told u 
there was about - the capaoi t:r of the re­
finerie• ... s about 60,000 barrels. 

The capacit7 is about 5,000 barrels a da:r· 

5,000? 

Yea. 

That h tor that one ratiner,. 

Oh, fOU •et be 11P011£1 beOIUII OUI' rafilllr, -

lo, I ..a JfiiU' retilllrJ. 
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Our refiner;y is straight run and cracking 
about 6, 000 a da;y. 

You have about 5, 000 of straight and 4 000 
of cracking. ' 

Uses a combination and a thousand of lube oil 
But I think the total capaoit;y of the refineries 
of Japan - there are the Nippon Refiner;y the 
Ogura Refiner;y, and I don' t know the oth~r one 
but they told me about 60, 000 barrels a day ' 
of refiner;y capacity. 

I think that is about right . 

Have you any i dea how much oil they have in 
storage in Japan? 

No, I nouldn't be able to sa;y, but you know 
the;y passed that oil storage act about, I think, 
four or five years ago llhere they required all 
people doing business in Ja~an to carry a bout 
six months ' storage . I don t imagine they 
have more than that . 

l'1bat 11ould that 8l!lount to in round figures, 
how lflany million barrels? 

I wouldn't be able to guess that, even, because 
I would have to kno11. the nucber of companies 
operat ing and I don ' t know the number . 

You mean the companies selling oil to Japan as 
to - -

No, the companies doing business in Japan. 
For instance, take the refining company. in 
which we are invested, the Uitsubislii 01l 
Company that had to carry sufficient crude 
oil in ~torage - that would be equivalent to 
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the preceding half ;rear ' 1 etorage, 

On that basis, ;rou are producing how man:r 
thouaand ba!'rela a da:r of crude in that 
refinery, about fiTe? 

The capacity is for about 8, 000, that is the 
present capacity, but how muoh ther use, I 
don ' t know, I can get those figures , Ther 
han 8,000 of crude oil end then ther have 
a lube oil plant there of 1,000 barrels ot 
oil a day, This lube oil ie only heaTier 
lube. It baa nothing to do with aTiation. 

Would it be possible to eatilll&te how IIUch 
the;r probabl;r han in storage on the bash 
of this aix aontha' storage? 

Well, I might be able to have an estl.ate ade 
for you but as I am not in the practical or 
the technlc&l end of the busineaa, I would be 
guessing end I don ' t know if 'llf1 gueaa would 
be worth JIUcb, but I han coming here today -
I think he arr iTee fraa California today -
cur - ch man who h&a been in JapanL 111.1 
then for about a month - in 1938. He •1 
know. There •1 be saae 111.1 ot getting that 
intorw.tion. 

(llr , Ylhlte mter ed tha conference) 

Would :rou be willing to send that in to Secre­
tary llorgen th&u'? 

We would be very pleased to do that. I might 
aa:r this, that - end of couree this ia all 
for ourselTes, I wouldn ' t - it ia not any 
secret aattar, except the Secretary of State ' s 
Der.rta.nt. The:r han, as I told you, the 
K1 aubhhl· Sh&• is the holdiug COIIp'D7 con­
t rolled 'b7 a Japan"• and that o011pU1 baa 
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&lnr- had the I took held riltht in their 
OWD f&lllilT • The{ had about 1, 200 000 lhares 
and I think abou 120 aillion oaplt&lization 
and adopting - following the policy that was 
adopted by Kltsubiahi, Kltaui, I belieTe

1 about a year or two ago began to distribUte 
the stock. The{ decided to inorease their 
capitalisation 1200,000 ahares and to extend 
to nei'J atockho der of an:r oaaapan;v, sub­
aidiarf of theirs, the priTilege of partici­
pating in the inoreaae &Dd they ut apart for 
our COIIp&ll1, 10,000 aharee. 

Well, I na not anxious to .alee 110re innstaant 
in Japan. ~e thought it onr and decided that 
if we would do anything, it would be 110re or 
leu of a courtea7 innstaent of 2500 shares. 
That would be at a praaita of 50 on a lhare. 
The ahare was for 50 JID• Before doing ao, 
I took it up with the Seoret&l'f of State and 
considered for a while and he Just aaid, of 
ooursa we had the legal right to inTest if we 
wanted to, but theylioped we wouldn't do it, 
so we didn't do it. The;v told me it was oTer­
aubacribed b7 the Japanese tbaalelTes. 

I don't know if there h an:r Mhrial matter 
fOU would like to know. 

I ban a question I would like to ask. Thh 
Kettl~ Hill oil that fOU sent onr, do 70u 
buy that and send it onr or do JOU operate 
out there? 

We operate, too. 

Are JOU operating under a Gonl'llllent leaee'l 

We haYe one, r-•• I think we ban the Yiataon 
pel'llit. 

S.. of thia I.ttl.u Bill oil 11 pro'balllT 
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GoYerument-owned oil, owned by the NayY. 

Humphrer: No, it ia not on that. I should hue 
added - you know, the Tidewater Aaaooiated 
Oil Company is the result of a consolidation 
between the Associated and the Tidewater. 
The Tidewater oherated in the East and Mid-
Continent and t e Associated was essentially • a California oo~ and thie contract was 
originally made wi the Anooiated Oil C01:1-
P~· The consolidation did not take place 
unt 1 1936 and then it was the Ti dewater 
Associated Oil Company. 

But about the Kettl.an Crude, we purchase 
a01:1e, ol course, and we produce a01:1e there. 

Ickes : Do you di stinguiah that from c011panlea that 
are operating under GoYernment leases? 

Humphrey: ~ell, we purchase - I don' t know whether 
Seaboard - we ~urchaae some from Seaboard. 
I don't know w ether it ia under a Government 
lease or not. 

Holland: That is a Gove.rnment lease. 

Ickes : In other words, Government oil baa bean going 
over there. 

Knox: Do you say you discontinued rour purchases there? 

ilul2pbrey: i'le discontinued purchases £rom Seaboard, We 
han our own plant in the Kettlaan Hill unit. I 

Ickes: HaYe you any interest in Coalinga? 

Humphrey: We han none in the Coalinga new discovery out 
there, but we have a lease out there. 

Holland: You still operate that Fallx~erty, don't you, 
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llr. !IIDiphre;r, oft the eaat edge of Kettl~? 

aumphre;r: No, that is pretty nearl;r out. 

Holland: Then ;rour interest in the Kett11111111 Aaaooiation 
is merely the stuff you hold on a GoverDm.nt 
lease? 

Ickes: 

Ickes: 

Ickes: 

No, we took over the Terra Bella Company and 
the Belmont properties there and we have that 
interest, too. 

To what e.xtent are you ship~~~ oil and gaso-
line to Japan now and what of gasoline? 

We never - at least that I reoall - shipped any 
aviation gasoline, f/e uy have at s01111 tl.Ju 
in the past. We have shipped thia high oetane 
crude that all the campanili on the Coast have 
been shipping that u;r have been IDIUlufactured 
into avlation gasoline. It could be, t.nyllhere, 
but we have shipped - I think our greatest ;rear 
waa 1937, '38, and probabl;r about the lllllle in 
139, The shipments this ;year have not been 
as great, although we have our n<lllinations for 
the rest of this ;year. I think nOIIi.nationa 
to the extent of 11a;ybe 500,000 barrels. Again, 
I 1111 tal.ldng fro:a .-.ory and I don 1 t follow 
those things oloaely. 

Would lt be a fair preau.ption that if Coalinga 
and Kettlean Hill oil ia sent over there now, 
it would be refined for aviation gasoline? 

I don't know. With the technical advice I have, 
Kettl~ oil could be made into aviation r•o­
line with the addition of the three co'a c 
lead. 

Preferable to aaae other grade;, isn' t it? 
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HU!IIPhrey: No, they tell me just the contrarf, that it 
is not the most economical way of producing 
that because you require so much ~antity of 
Kettlsman oil and Coalinfa, I thi , all they 
use that for is lubrioat ng oil, heavy lubri-
eating oil, not for aviation lube. Is that 
correct about the Kettleman Hill~ not being 
very desirable f or aviation. 

Frey: I - - • 

Rll!lphrey: That is my advice. 

Frey: There are two streaks of Kettlem.n, you kno;;. 
That is the heavy and the light. The lifht 
yields a veri high return of gasoline an it 
could be lea ed up to aviation~ especially 
after it is cracked, and now tat you have 
lao-octane to work with, you could lead that 
up to aviation grade. 

!lwnphroy: You could? 

r'rey: Yes . 

Hwnphrey: Wouldn' t it be quite ex~ensive as compared with 
the other grades of cru a out there? 

Frey: There are other grades of crude in California 
that give higher octane. 

llll!lphrey: That is why I was ver{ anxious to have our 
research man come on o discuss the different 

/ crudes, so that we would be more or less ad-
vised of the interpretation of that proclana-
tion. 

Holland: Aren' t the Kettleman and Coalinga very fine 
lube stocks? 

Hwnphrey: Coalinga always was. 
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Holland: I am talking about Coaling&, now. 

RUII!Phrey: I didn' t know it was used for aviation lubri-
cation. Of course, Coalinga crude is verr 
fine for lubricating oilai for heavy lubr -
eating oil s, not for the ighta, which you 
would just use in aviation. 

Rolland: The Kettleman crude ns alnfs very good for 
lubricating stuff, wasn't it 

• 

Rutlphrey: It hu sac.e - but I -.,ulan' t want to express 
an o~inion on that, because I never so under-
stoo that it 'Ills compared at all with Coalinga. 

Ickes: How lllllch fuel oil is going over? 

lluophre;y: \'iell, I don't know. I think we shifled the 
other da{ same Diesel, but we haven shipped 
much fue lately. You see, I think California 
shipped, I would sa~, ¥robab1La70,000 barrels 
a day. Would that e air? at year or so. 
That is, from all the companies in California. 

Ickes : What does Japan need, puticularly, the fuel 
oil or the gasoline or oil out of which &&so-
line can be refined? 

llul:lphrey: Again, I wouldn't know, but I might guess they 
would need ~ore for aviation than anything 
else. 

Ickes : They are rath.er depandant on us for fuel oil, 
aran•t they? 

Humphre;y: I don't know. I would 117 that if we were -
now for instance, this extrusion oil, that 
wonl t stolmoil from foing in the refiner ies 
in South eri ca. I won't stop them f r om 
Bahrein. Bahrein is shippi ng lately in 

c ther e. 

Regraded Unclassified



Ickes: 

Hucphre;r: 

H.l!. Jr: 

llucphrey: 

H.J.I. Jr : 

c 

• 0 

- 14 -

They aren't shipping nry IIIUch yet, are they? 

Very little, but they are beginning to , I 
think that you would find thAt the varioua 
companies that have their refineries in 
South America - and take the Col-Tex and then 
the Dutch Shell, of course, in Eaet Indies, 
They all han outlets in Japan and I don't 
kncnr hcnr IIIUch they are shipping. 

Vlhen that - your ezpert oous down, if he would 
get in touch with Dr. \Thite, Dr. Barry r.hite here, 
I would appreciate it. 

I would be very glad to han hila do it, Ia 
there any other information ;you want, because 
I believe here, of course, the public good 
and public aa!ety ia paramount to everythi.ng 
and While we han had a nry very pleasant 
relationship with these peop1e1 very profitable, 
and it ia riiiiiAl'lcable the way they do busineu, 
unless it was because they wanted the oil - I 
just want to sa;y something off the record, 

(Discusaion off the record) 

I appreciate your attitude. Thank you for 
ooaing down. 
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RE l!XCESS PROFITS UX .luguat 8, 1940 
9 :SO a .a. 

Present: Jtr, Gaston 
J.!.r . Bell 
ltr. Foley 
ltr. Sullinn 
Mr. Coyle 
Kr. White 
lfra Klotz 

H.ll. Jr: Now, where do I start now? Vlbat do I read? 

Sullln.n: \'loll, this 1a a cacbination of a tax state­
JUnt and the fiscal atataent, The eecond 
two_ pages you han there are Kr. Co7le' a 
boiling donn of the atateaant ;you had ;yes­
terday, the first paragraph, and the rest 
1a the work we did. 

H.li:. Jr: Vlboro do I start, on page --

Sullivan: I think it would be beat to start right at 
the beginning. 

Gaston: It reads as a complete dooumont right through. 

Co;yle: It may need a little smoothing. 

H.l!, Jr: \'lho wants to read it? 

Sulll't'&ll: I will read it, if you want ao to. 

H.!!.Jr: Yea, I don't want to read out loud. 

Sullivan: "On Kay 31, 1940 I appeared bef ore your Cam-
mittee to urge tho passage of a bill to asaia~ 
in fiJWlOing the ~rgenoy dafen .. prograa --

H.l.t. Jr: Who wrote this? 

Sullivan: This firat part? 

H.li,Jr: t .. , thh page. 
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Sullivan: Roy and Tarleau and Dave and m;rself. 

H.!.!.Jr: Okay. 

"On Yay 31, 1940, I appeared before your Com­
mittee to urge the passage of a bill to assist 
in financing the emergency defense progrm 
through raising the debt limit for defense 
purposes and increasing taxes over a five-year 
period. I congratulate your Coamittee and the 
Congress on the speed and nn•niml ty wi tb which 
this measure was conaidered and passed. It is 
an example of that prcapt and cohesive action 
of l'lhich an aroused and vital democracy ia 
capable. The world developments since that 
t~e and the resulting necessity for further 
expanding our defense program have more than 
justified the prompt and effeotive action you 
took. 

"The national defense program plaoes upon us 
the duty of reconsidering certain features of 
the tax structure, in order to obtain a rapid 
expansion of production and a fair dlstribution 
of the tax bur den. With your permission I 
shall be glad to present i.nformation av;ilable 
in the Treasury in regard to possible modifica­
tions of the tax laws for these purposes. But 
first, if I may, I should like to use this 
opportunity to give an outlin.e of the fiscal 
situation as it has developed since I appeared 
before the Senate Committee on June 12th last , 
during the consideration of the Revenue Bill 
of 1.940. 

"On June 12th I stated that according to the 
estimates of the Bureau of the Budget and the 
Treasury, wl. th the rennue laws then in force 
and the appropriations which had passed or 
were pending, the deficit for the fiscal year 
1941 would be $4,350, 000,000. The balance 
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of the borrowing authorit;y at that time under 
the limitation of $45, 000,000,000 ne onl;y 
$1, 950,000,000. " 

H.Y.Jr: Do ;you mind i f I erose out the word "onl;y"? 

Sull ivan: Yea, I think that is a good erose-out. 

B.Y. Jr: I don't want thma to titter. All right, 

Sullivan: "iiith the anticipated rate of expenditure 
this balance would be exhausted and the work­
ing balance of the Treaauey 10ould be seriousl;y 
depleted by the end of Januar;y 1941. 

B.ll.Jr : 

Sullivan: 

H.lf.Jr: 

Sullivan: 

"In view of these ci rcumatancee, a provision 
was placed in the Revenue Act of 1940 authori­
zing the issuance of not more than $4, 000,000, 000 
of short term obligations for financing national 
defense expenditures , At the ame time addi­
tional taxes were provided! moat of which are to 
be used to retire withi.n f ve ;years any defense 
obligations issued under this authorit;y. • 

Excuse me. • ,,, ,most of which ••• • Aren't all 
of them? 

No, the exci se taxes were continued for another 
five ;years and onl;y the iocrease in those taxes 
was earmarked, 

All right, go ahead, 

"As I reported to ;you, these provisions of the 
bill then pending before ;your Committee were 
sufficient to meet the situation as it existed 
at the time, • 

I think we should change "tbl to "that". All 
right, Dave? 

( Co;yle: Yea, 
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~lith the rapid deterioration of world condi­
tione, however, the President found it prudent 
to plan for an enlargement of the national 
program of defense, and requested the Congress 
to provi de additional funds for thie purpose, • 

Wouldn' t "expansion" read bettor than "enlarge­
mont"? 

Coyle: I think eo, yea . 

SUllivan: "The accompanying table shows the appropriations 
and contract authoriEatione for defense now 
cade or pending before this Congreae. The 
total as of August 5th iB $14, 709,000, 000, to 
be expended as rapidly aa circumstances will 
permit during the next few years . • 

Shouldn' t that be • .. .. expended effectively ... "? 

Coyle: Tho point is that the intention is to push 
the defense program, 

Sullivan: Yes, but I mean, I think you ma.y be opening 
up tho idea of throwing it out the window 
and don't cere whet you get for your money. 

Bell: • •••• as circumstances permit ••• • Doean't that 
take care of it? How about that nord "deterior~ 
ation"? 

H. J.!,Jr: Do you mind - I saw the word, too. Let's go 
through it once and then come back, 

Bell: All r ight. 

Sullivan: "The Bureau of the Budget and tho Treaaury 
now estimate that the reoeipte for the current 
fiacal year will a110unt to S6, 367liOOO, OOO, 
and that the total expenditures w 1 probably 
exceed $12, 000, 000, 000, leaving a net deficit 
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of about $5, 700, 000, 000. The attached state­
ment shows the revised Budget estimates as of 
August lat, compared with those made on June 
Srd and those included in the President ' s 
Budget Uessage of January 3rd, 1940. 

"To neet the expected deficit of $5, 700,000,000, 
we have as of July 31st! a balance under the 
$45,000,000, 000 liml.tat on of $965 000,000 
and the whole of the $4, 000, 000,000 authorisation 
of the 1940 Revenue Act. In addition the Trea­
sury has a working balance of $1, 504,000, 000. 

"By the end of the year 1940, the borrowing 
power under the ~general linitation will be 
down to about $600,000,000, and that under the 
$4,000,000,000 authorization will have been re­
duced to about $2, 450,000,000. On June 30, 
1941, acoording to present estimates, the 
balance under the general debt limitation will 
have shrunk to $300, 000, 000, and the $4, 000,000, 
000 credit will have been exhausted. In addi­
tion, it will have been necessary to draw upon 
the working balance of the Treasury, reducing 
that balance to about $1, 275,000, 000. 

•en t he basis of these estimates it is obvious 
that in vi ew of the requirsmenta of the defense 
programL~e present cllllbined debt limitation 
of ~9,ouo,OOO ,OOO will sooner or later need 
to be increased. \"Jlether an increase will be 
required before the end of the present fiscal 
yoar must depend in the first instance upon 
the apeed at wbioh the defense program can be 
brought into action. Naturally we all hope 
that preaent estimates of the rate of defense 
expenditure can be greatly exceeded, and it is 
for the very purpose of acoelerating this p~­
gram that we are now dhcuaaing a ohange --

\7e ahould make that "change a" • 

• •••• in the tax lan. 
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"At the same time, I may point out that in 
&ddition to re&djusting the tax burden in 
a way to hasten the production of defense 
material, the proposed tax legislation may 
properly be aimed also at a definite increase 
in revenues which will help to underpin the 
fiscal position of the Treasury, Accordingly, 
it is proposed not onl1 to provide for chanaes 
in the period of mnort~zation on W&r facilities, 
and for the repeal of theJresent profit limi­
t&tion on contracts, but so to enact an 
excess profits tax that will provide a oaxi­
mum of return with & cinimum of restriction 
on the productive activity necessary for 
defense. • 

lias anybody got that paragraph in the resolu­
tion which they passed about a month or trro 
ago before they adjourned, where they said 
they rrould take off the excess profits thing? 

Yea, sir. 

Can you lay your hands on that? 

Sullivan: Yes, sir . I can telephone &nd have that sent 
riGht in, 

H.!!. Jr: 

H.ll. Jr : 

Sullivan: 

I will just wait for it. 

(Resolution ~as brought in). 

Go ahead, John. 

"During the course of the deli bsr&tions on the 
Revenue Act of 1940, it became apparent that 
the rapid development of the defense program 
might necessita t e further legislation. The 
neoessity of passing the Revenue Act promptly 
in order that the tax increases might beg~n 
without del &y prevented the Congress f r om 
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taking the time to make the neoeaaary atudT 
whioh this further legislation would require. 
Your Committee instructed the Treasury to 
etudy the problema and report back aa aeon 
aa pouible and the Committee on oonfe.rance 
gave us similar inetruotiona. • 

H.!l. Jr: I don' t like it at all. Go ahead, I am not 
going to say that . 

Sullivan: "In the short time 1rhich has elapsed those 
instructions were received, tha Treasury 
De~tment has concluded studies of the 
probl11111 which it had begun a01:111 time ago. 
The results of these efi'orta have already 
been referred to your Subcommittee on Taxa­
tion. The Treasury Depe.rtmant has endeavored 
to discharge ita duties and follow your in­
str uctions to the beat of ita ability during 
the time available. 

"The first of the tax changes which I wlah 
to di a cues 1lli th you today ia that of taxing 
excess profits. In order that the defense 
progr&Q may proceed quickly and effectively 
the great volllllle of defenae fun.da which have 
been appropriated 11111t be poured through the 
channels of industrial proauotion at treaen­
doua speed. In the proceaa, however hard we 
my try to prevent it s011e persona and some 
buaineaa concerns wil1 make greater profite 
than can be pel'llli tted. 

"The President in hie meaaage to Congress of 
1113 2l, 1940, presenting the national defense 
prograa, atated that we muet guard.agalnat 
the oreation of "war millionaires. On 
Jul7 1, 1940, in aother ueaaget he called 
tor the paeaage of an axone prorlte tax to 
prennt thie fi'OII happeniug. 
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"The Treasury Departaent pre1ented to the 
Suboomaittee a plan for an exceaa profita 
tax. The Subcommittee adopted certain 
aapecte of this plan but added other ,Prorl­
aiona which alter the character of the tax 
in illportant respects. In rln of the need 
for immediate action, the Treaaurr does not 
wish to dela;r the pe.aaage of a bill deallnJt • 
with the problmu before JOU and accordingl;r 
interposes no objection to the plan reco~ended 
b;r the Subc-.1 ttee. 

•rn addition to excess profits, the proposed 
legislation deals with two other prcblmu: 
uorthat1on end auapenaion of the profit 
lilll.tations of the Vlnaon-Truaell Act. 

"The agencies of the government charged with 
the duty of letting contracts for national 
defense orders have brought to our attention 
an aspect of the pr esent incmne tax law on 
which the;r have requested revieion. I refer 
to the previsions for depreciation -- which, 
inoidentall;r, are more generous to taxpa;rers 
in .America than 1n &111 other country 1n the 
world. Under existing law the taxpa;rer is 
permitted to spread the coat of hie depreciable 
aaaeta over their expected useful life. This 
arrang•ent 1s fair to the taxpa7er and fair 
to the government since this coat 1a allowed 
in the fora of deductions froa income during 
the r.ar• when the asset ia contributing to 
the axpa,yer' a incCIIIe. In the case of the 
expansion of plant and construction of equip­
ment for the defense program, however, the 
length of time during which orders for weapons 
and other materials of war will continue 1a 
uncertain. In those oa111 in which the plant 
and equipunt will han 11 ttll or no other 
u11 after the co.pletion of the defenae pro­
graa, the rate of depreciation .a.t be 
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increased if the manufacturer ia to have 
the opportunity of charging the coat against 
i ncome during the period of the emergency, 
Such accelerated depreciation, or amortiza­
tion, cannot be allowed under existing law. 
The Advi sory Commission to the Counsel on 
National Defense, and the \'iar and Navy Depart­
menta have informed the Treasury Deparbnent 
that the inability of manufacturers to secure 
special amortization allowances is impeding 
the letting of defense contracts. Because 
of this situation, we rec~onded t o the 
Subcommittee that provi sion be cade by law 
f or speci al amortizati on of the co3t of neu 
plant and equipment necessary to the defense 
program over a period of five years with a 
provision for shortening this period if the 
emergency should last for a shorter period, 

"The Vinson-Trammell Act limits profits on 
contracts with the United States Government 
for the construction of naval voseels and 
contracts for airplanes or par ts thereof for 
the Army and the Navy, The Treasury Depart­
ment has been informed by the Advisory Com­
mission to the Counsel of National Defense 
and by the \':ar and Navy Departments that 
the res trictions of the Vinson-Trammell Act 
have discouraged man:;/ manufacturers f rom 
making contracts or subcontracts. I t has 
been st ated to u.s that the extenai ve special 
bookkeeping requirements necessary to deter­
mine the actual profit on the contracts has 
served to discourage manufacturers frolll pro­
ceeding ci th national defense work. In the 
light of the information that had been given 
to us, the Treasury Department recommended 
to the Subcommittee tho suspension ~f th~ 
Vinson-Trammell Act for tho period 1n which 
an excess profi ts tax is in effect. The 
Vinson-Trammell Act, as I have pointed out, 
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deale with only a liaited kind of contract 
namely, contracts for the conatruotion ot ' 
naval veaaela and for airplanes, With the 
extension of the defense program to include 
large scheduled purchuee ot all typee ot 
equipment useful and necessary for the 
national defense, it ia evident that broader 
profit- limiting provisions are necessary. 
The exceaa profits tax, which is of general 
application, should aocaapliah that purpose. 
It doea not aeea neceaa&r7 or desirable to 
have what are in effect two profit- limiting 
proviaiona outstanding at the same tille, 
For this further reason the Subcomclttee . 
aeema to be well justified in providing for 
suspension of the Vinson-Trac=ell Act during 
the period that an exceaa profits tax is in 
effect , 

"I would like to stress the importance of 
passing without delay this three-point program 
of an excess profits tax, amorti~ation of 
national defense investment{ and suspension 
of the Vinaon-Trammell prof t limitations, 
We aust have buaines81118n moving foMT&rd l:l&king 
c~taenta, building plants, Installing 
machineq and turning out orders at the 
tice and in the quantities necessary, It 
will help th• do these things at the lowest 
coat to the govel'DIIWlt and with the least 
hesitation it they know at the earliest 
poaaible maaent what the proviaiona of the 
tax lan are going to be, 

"I truet that by .-phaai&ing agreeunt on 
eaaantiala and minimising difference ot 
opinion on detalla, we can move foMI&l'd 
•mantaoualf and pr~~~~~ptly toward this three­
fold oontr bution to the one goal all Aaer1-
o&Da ao earneetly desire -- the adequate 
detan~e ot the United Statu of JJurioa. • 
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Well, let IU just go back Cl1 the other thing 
a mil1ute. I clon•t see wilY I han to sa7 
what is on thia page at all; I don't aee 
•Ill" I just can't start in, The national 
defense prograa pleoee, • et cetera. I don't 
aee whJ I em 't start right there. 

ill right. 

Do TOU? 

Yea, TOU haYe got two introductions there. 

In. So let's take the tille I han between 
DOll' and 10:30 to see it we can finhh thh 
IIIUoh. I thinlc we can before I say &DTth1ng 
about the other. 

"The national def enae program pleoea upon ua 
the duty of reconaidering certain features of 
the tax atruoture, in order to obtain a rapid 
expansion of production and a fair distribution 
of the tax burden. With 70ur permission I 
ahall be gled to present lnfol'll&tion anhable 
in the Tre&aUJ'1 in regard to possible aodifica­
tiona of the tax lewe for these purposes.• 

I .,uld like to 1&1 there, "I ahall be glad to 
han -.here of rq staff present it. • 

"But tirat, it I •7• I should like to uee 
thia opportunity to gin an outline of the 
fiaoal aitaation as it baa deYeloped aince I 
a~.a befon the Senate C~th• on 
laDe 12th laat1• clv.rilll the ooneldel'fl.tion at 
the ReY«aae BiLL of 1940." 

That paragraph I like and I will tab • 

.l 1llght olwlge &I n go along. 

Ia tbat au paragraph? 
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t.bite: Yea. 

ll.l1.Jr: 

\\bi te: 

Fole;r: 

H,Y,Jr: 

Co;rle: 

Fole;r: 

Bell: 

H.I!,Jr: 

Bell: 

"In order to obtain a rapid expanaion of pro­
duction --• I think it i s worth repeating 

•,, •• production in material needed for nati~nal 
defense,• Otherwise •h1 didn' t you make 
those changes before~ We nuded a rapid ex­
pansion, 

Sold, It is 1. good point. Anlthing elee, 
llarl')'? 

Tb&t 1a ill, I thou,ght Ed h&d a point &bout 
the Ssn&te Caamlttee, Do you still feel tbat 
ny, Ed, on the lut line? 

Well, I supposed the reuon the reference is 
made to the Senate CCIIZIIIittee, the Wa.ya a.nd 
Keane Committee --

Jua t ao there is no misunderstanding, I am 
expecting Ur. Coyle to take these olianges 
and I a.m lookln& to you {Coyle) to giTe me 
the finished doc11111ent. 

I aa putting it down. 

I assume the reason the Senate C~ttee is 
referred to here instead of the ':qs and J.:eana 
Committee is beoa.use the Secretary appeared 
there later, 

The latest statement. were at the tillle lw 
appeared before the Senete Finance. 

Before I appeared before the W&T• and Keans 
C~ttu on auoh-and-auch a date and the 
Wafa and Keane on auch-and-auoh a date. 

The table only gina th• ohange1 ainoe the 
laet. 
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B1a idea 11, ho doean't ant to ottend th-. 

The WaT• and lleana will 117, "':ie don't kncnr 
what rou gaTe to the Senate Caaaittee. We 
want to be brought up to date fr1111 the tiM 
70u appeued balore ue.• 
You. llight eli•lnete the c-s.ttu ent1rel7 
ud 117 that the eatlatea that ban · denloped 
1illo1 tho laat eatiatea of June 30th ue 
eo and ao, or aaaethill£ lllce that, 

You get the idea, ~. Co7le, don't 70u? 

It~. • 
ill right. 

.&Joe 70u going to diecuu all theee oh&Dgea 
in the tax lawa'l 

I will oome to that. 

I waa thinking in that aentenoe 7ou •1¥ f. "I 
lhall be glad to ban rq ataff preaent tile -• 

The •1 I !eel ncnr, no, I aa not coing to. 

I •• going to a~at 1! 7011 ue, "I aball 
briatq diiOUII it~ 0 

I han •-thiDg ill aind which, it I can 
1ell it to the or0114 - I doa' t expect to do 
ito That 11 w)Q' I ICt for tbat r1101Rtioa, 
I had that idea ill lliJI4. 

Sullinn: Here it 11, air. 

B,li.Jr: 'rlala 1a the..,. ud :IIMna'l You can tell • 
11blob _.I .. t. 

"<la M8 l2tla, I ataW -• 
• 
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As I remember, that paragraph is okay. 

"In view of these circlllll8ta.noos, a provision 
was placed in the Revenue Act of 1940 authori ­
zing tho issuance of not more tha.n $4,000,000,000 
of abort tena obligations !or !ina.ncing national 
defense expenditures . At the aame time addi­
tional taxes were provided, most of which are 
to be used to retire within five years any defense 
oblige tiona issued under thia authority. As I 
reported to you, those provioiona of the bill 
than pending before your Cocmi ttee were suffi­
cient to meet the situation a.s it existed at 
that time, 

-riith the ra.pid deterioration of r.orld conditions --" 

What is the JDB.tter with that, Da.n? 

Bell : The word "deterioration" distracted me. I just 
wanted to change i t . 

H.IJ.Jr: 

Bell: 

H.L!.Jr : 

H.V.Jr: 

Sullivan: 

Gaston: 

i.hlte: 

Should we say, "complete colla.pn"? 

I would just say, "rapid changes. • E7erybody 
understands they are for the worst. 

Suits oe all right. 

Do you 'r.allt to say the President found it pl'll­
dent'? 

That word, I want over it six times in my mind. 
I don' t like the word "prudent. • 

That is rq fault. 

"Wise. • 

I don ' t like the, "President found it.•. I 
would rather say, "I t became necessary, or 

• 
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"became desirable, • or something like that. 

I suggested resterdar I wanted to give the 
President cr edit for this. 

Well, ia that - are rou giving hlm credit? 

• •••• found it essential ••• •, or "advisable,• 

It seems as though it is the opinion of one 
man. I am wondering whether rou don't give 
him more oredit b)' not aentioning ha, 

Bow would rou do it, Harry? 

~nth the rapid deterioration of world cond1-
tions6 however, it became necesaarr to plan 
for-- and ao forth. 

Leave out the word "President"? 

"And the President requested - - • 

"And the President r e<peated - - • res. 

Oka7, sold. 

Soun.ds a little bit too 1111ch like a dictator. 

Sold, sold. The rest of that stuff is all 
right. 

You objected to the word "enlargement• before. 

That h "expansion" now. 

"Expanaion. • 

The7 have got it, rou see, in the last iara- . 
graph, • •••• production of defen~e mater ala. 

I am wonclaring if rou need the lut sentence 
in the third paragraph on that pege. 

"~2 .__ 
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Why not? Oh - "Naturally we all hope that 
pr esent estimates ••• can be greatly exceeded"? 
No . 

That leaves it open to come back on it without 
any embarrassment. That is the reason I put 
that in. Of course, both of these two last 
paragraphs here are entirely ~ orm sugges­
tion, They- weren' t what we Tlere talking about 
yesterday, but they were just sort of to lead 
into the kind of s tatement that you wanted to 
make afterward so as not to commit yourself 
that this is the last tax bill even in the 
present fiscal year, You say, "';e are in a 
moving situation. • 

That is all right . I like it. I like the 
whole thing. I mean, what I am saying is 
that 11e are giving my estimate but I hope I 
am r~ong and I hope the thing will go much 
faster than ;~hat we think it will , 

You might come back in January o.nd say, "Well 
look, they did move faster than ~e thought 
and we need more money-, • 

That is all right. 

You say, "UPon the speed at which the defense 
program can be brought into action. • That 
appears as if you hAdn't done anything yet. 
I wonder i f that ought not to be changed to, 
"the speed with which tho defense program 
progresses." 

That is good; it is sold. 

This next paragraph, "In addition to readjust­
ing the tax burden in a way to hasten the pro­
duction of defense material, the proposed 
tax legislation may properly be aimed also at 
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a definite increase in revenues which will 
help to underpin the f iscal posi tion of the 
Treasury," 

That word "underpin" sounds as though the 
fiscal position is about to topple over. 

Bow about •strengthen", is that all right? 

All right. 

That, of course, also shouldn' t be accepted 
without careful exw.nation because, you see, 
there you are asking for revenue which ns 
abandoned yesterday when this was being dis­
cuseed, This is a tax for social purposes, 
to keep from making millionaires, not for 
making r evenues, 

I think it is all right, 

But it seems proper to me that the Secretary of 
the Treasury remarks he would like to have sone 
mone~. Could you accept the words, "speed up"? 
The hasten• sounds panicky. 

.234 

Sullivan: I would like to direct attention to the last 
phrase which says, • •••• to enact an excess 
profi ts tax that will provide a mn!rnm of re­
tlll'll.,. • l.'hether or not that h to be changed, 
I think, depends on what you are going to sq 
in the rest of your statement, but this pro- I 
videa merel y a minimum of return. 

Bell: 

Coyle : 

Sullivan: 

And a maximum of restr iction, 

Yea! but this is the Secretary of the Treasury 
eay ng what he would - it m&y properly be ailled 
at doing those things . 

I think we had better leave it until we find 
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out ~that the rest of the statomont is going 
to be. 

\'/hat I had in mind was this: I mean this 
can be refined between now and half past 3·00 
That will be ~ last chance . I want to se~ ' 
which one --

I thi.nk the former is the better resolution. 

liell1 let me read this thing. That ia what I 
had 1n mind, This is House --

House i1ays and l.!e&.ns C=ittee, unanimous. 

\ihat I would say is, just for introduction I 
would say, ~y I take the liberty of reading 
to you gentlemen the resolution which was 
unanimously passed by you," see, and then I 
would read the thing. 

"Duri~ the executive seaeions, there have 
been discussed proposals to provide special 
amortization for national defense industries 
and to provide for the imposition of excess 

i rofi ts taxes . These tno measures - each in 
tself requiring a complicated and exhaustive 

legislative project - must be considered to­
gether, It is the desire of this C~ttee, 
which is favorably reporting a bill which 
will enable a larger proportion of our citi­
zens to ~~~ticipate in the responsibilities 
of provi · g an adequate national defense 
than has ever been the oase before, that there 
shall not be an opportunity for the creation 
of new war millionaires or the further sub­
stantial enrichment of already wealthy per­
sons because of the rearmament program. 
Accordingly we have instructed our technical 
aseiet&.nts and the appropriate Treasury 
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offioials to accelerate their work in these 
two fields so that billa will be prepared for 
submission not later than the opening of the 
next session of Congress, which if passed bf 
the Congress may become retroactive and apply 
to income earned during the calendar year of 
1940 or may becooe effective upon any other 
date which Congress, in the light of i.nforma­
tion it then possesses, may deem advisable.• 

Now, what I would like to say ia, "Now, since 
you gentlemen have passed this very excellent 
resolution, in the minds of contractors who 
desire to do business wi th the Government has 
been raised the harrier that until they know 
definitely through action on the part of Con­
gress what taxes they will have to pay on this 
year's profits, they have been hesi tant to 
sign with the Government. Therefore, to remove 
these barriers, it was the joint opinion of 
Conress and the executive and of the Govern­
men that we should not wait one minute longer 
than necessary and put on the statute ade~uate 
legislation to take care of the present sltu­
ation as we see it . • 

You mean you would begin with that in place 
of this? 

This is my t hought, in place of all of this. 
"The Treasury staff has put all of i ts avail-
able information collected over years at 
the disposal of Congress and I sincerely 
hope that the bill which you ara about to 
consider - - • 

. 
Say, "tax program. • 

Let me get through this . 

• •••• that the bill which you are about to 
oondder will fully incorporate the veq 

I 

• 
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excellent eentiaenta expruatd ao a bl7 in 
the joint resolution which I haTe juot read," 

It aecu to me that 1a the finiah, That 
that fOU han juat bean ••ring 1a rour --

That is all I am going to aa;y, I a not going 
to aq llcy' more. 

You mean rou are going to follow thia fiscal 
rnin'l 

I &II going to follow the fhcal thine and than ••1 thia. That will finiah i t, that 1a all, 

otherwise, ;rou would get in hot nter, 

.And not aention indiTiduala? 

No. 

I am troubled b;r one thing. Do you get the 
1.11preuion ;rou are making Treasury, in a large 
measure, reaponaibla for t he dalqa up to now? 

No . 

The •:r it 1a phrased - and -~e it can be 
phrased a little bit differant - JOU are 
la7illg that the contracts han ean dalqecl 
in aignillg. 

I aaid in the ainda of then people thq han 
railed the barrier a, in thei!' own lliDcla, 

I thiDit rq fear 11 a Mtter of phra18olog. 

It JOU read thia resolution, Barrr, thia reso­
lution aqa thq won't tab it up UDtil •­
tiae thia fall. 

!bat raiaed the barrier• right there. 
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And therefore, to remove theae barriere in 
the minda of theae oontractora, it ia the 
joint opinion of the Congreu and the Bxecu­
tive that we will acoelerate thia thing and 
get it through once and for all, 

But t he public baa been aa;ying, or a portion 
of it, the critical public has been s~ 
that it baa been the activities of - the -
failure of the Trea1U17 Depertlllent to modify 
theae changes which han 1tood in the wa7, 
and now her• comea your 1tatement thet in 
their mind. they han --

I can't aa{ I have taken the ltaderahip in 
pushing th s thing forward . 

I think the trouble ia a matter of phraseology 
and I think it can be adroitly worded to give 
thet impreaeion. 

I didn't get that impression from what I eaid, 
did you, Herbert, thet we are the stumbling 
blook? 

No, I didn't get that. I think you a.phaailed 
that it was in the minds of the contractora. 

The impreuion I got •• that thia reaolutiQII 
whioh waa wholly proper for Congreaa to paaa, 
nevertheless gave the businesa man the idea 
that ao:uthlng na going to happen and until 
it happened they didn't know what to do nut. 

You have got it. And therefore, the Congreu 
and the Executive, which ia the national 
defen11, the President and the Treaaur;r1 with 
the Congren, decided we would do thia thing 
at onoe and r8111ove this mental haaard, if you 
put that down, r..ave thia mental ha&&rd. 

Created by the re~olution. That h a different 
atOl7o 
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But to r.aon thh ••t&l. h&:aard, 

This •at&l. hanrd h more delini te thaD 
the anner in this resolution, beoau" in 
this resolution it calla for a preparation 
of the bill for submieslon to Congress not 
later than the opening or the next aeaeion 
but the resolution passed two weeks later ' 
by the conferees moved that up to not later 
thaD October first of this ;raar, so I think 
Kr. Co;rle should have th&t other reaolutiou. 

This resolution aa;ra it should appl;r to in­
COllie earned during the calendar year 1940. 
That h what 1111de the blood run. 

Without &etting down to the worda, for a 
minute, }{r, Coyle, do you like my words or 
don't you? 

Yea. I hadn' t thought of oadtting so much 
but I thought to finish up with that seemed 
to be pert'eot. 

I don't want to go into all this business ot 
the Vinson-Tr&IIIUll and all the rest. I 
ai.11ply want to say, "Gentl•en, if you will 
earr1 out what you aeid in your ruolution, 
enrrth1ng will be haPPf· • What doea it do? 
It lean• u in the pos uon th&t if th•r 
don't I a free to sal' "Well, I think t 
h a ioUIJ bill, • and t leaves the Pruident 
fr1el but I don't want to go into all thi• 
deta led a tuff. 

Do11 the rt~olution h&n ano1IP about the 
objeotlTtl of a bill or lhoula rou re1tate 
wh&t fOU thi.Dit lhould be the Objeotinl or 
a bill! 

Her bart, I th1Dk I ooald 1plllll1 three a.,. 
whioh I h&nn't got, and I thillk tllat 
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Sullivan: 

\'lhite : 

Sullivan: 

l'o'hi te: 

H.J.l, Jr: 

Sullivan: 

H. ll. Jr: 

SulliTan: 

Co:rle: 

H.li. Jr: 

- 23 -

resolution ia a pip. You (Sullivan) wrote 
it, clldn' t ;rou'l 

Yea. I think the onl;r reason it ie ~ood I 
onl;r had time for one draft and clldnTt e~en 
have a chance to oorreot that, 

You mean !! clldn' t han tille. 

No, I sa;r .!. clldn' t, 

Oka;r. 

Co;rle, ;rou go into another r0011 and see what 
;rou can do, will ;rou'l I don't want - after 
all, Sullin.n, 1! he ia goinc to do it, he 
has to do it one a;r and I have to do it 
another. This ia the wa;r I would like to do 
it. 

I like ;your wa;r. 

I don't like - and it leaves me in the beauti­
ful position that I say, "llow gentlemen, 1! 
you ilo what ;rou &aid ;rou would do, wonderful, 
and if ;rou don't, I think ;rou are a bunch of 
lice , • 

The~ --

That leaves Bob LaFollette in a position where 
he can stand up and aay, ".b the President 
aa;ra

1 
you said ;rou would do it. Now, ;rou lice, 

go ahead and do it. • 

.lnd I would aa;r, "Good, awell, • but I think 
it onroCIIIlea evorrlhiDg and I want to aay 
that thia 1a a men tal bl&1'1in the lllinda of 
these people, because I don t believe it waa 
~hlilg elae and I am not goiDg to adml t 
that there was a real objection. Try it, will_ 
;you, for me and '" what ;rou can do? 
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Foley: 

B.ll. Jr: 

Foley: 

B.li.. Jr: 

Bell: 

B.ll. Jr: 

Sullivan: 

BJ!. Jr: 

Sullivan: 

H.l!. Jr: 

Fole;y: 

- 24 -

l~t is the matter, Ed? 

There is nothing the matter , You are going 
to have to defend ;yourself once you atop. 
Treadway is going to say, "Well, llr. Secretary 
this CO!Di ttee has the right to expect some ' 
leadership from the Secretary of the Treaaur;y. 
Now, what is your progru? • 

"Jq program is your resolution. Carry it out , • 

But he ia going to 11&7, "We uked rou to con­
aider this matter and come down here and five 
us specific recOliEienda tiona and now ;you g ve 
us our own resolution. • 

We did, "You have them, l!r , Treadwa;y, • 

Did he say that, that he furnished everything 
to the Subcommittee? 

Try this this way. I think it is a ~r~d out. 
See what Coyle can do with it. Let try 
it, It will be sometime around 3:30, gentle­
men. 

The one thought I have in mind is this, and I 
have that in the paragraph --

Tell Coyle about it, will ;you? I have got 
press. 

I just wondered if ;you don ' t want to protect 
yourself arinet being bela responsible for 
the kind o bill the;y are going to paee. 

How oan I be'l It the7 will do 1lba t ia in 
that r eeolution --

Not on that atatment. You oan't be heU 
re~poneible on that atataat for u;ythiJig 
th•7 do. 
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HJ!.Jr: 

Coyle: 

H.M. Jr: 

Coyl e : 

H.l!. Jr: 

- 25 -

That is right. 

Well, everybody knows what the facts are . It 
ie in the Viall Street Journal thie morning. 

Well1 Coyle, are you - I mean, what I like 
about it - is it Blllll8thing that I ban given 
you that you can be aympathatio to? 

Yea . This strikes me &a being the perfect 
way of putting it right in their l&pe, end 
all business men know what baa happened up 
there and you are juat going up there and 
tell thea, "Now, gentl~enl here it is; what 
are you going to do about t ?" 

I think it is all right. Think about it, and 
somewhere around 3:30, all of you come back. 

2'12 

• 

/ 
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Oil llq 31, 19lio, I llpl>MI'ed Nfore your Ooatu .. to urp the 

palle&e of • 'bill to aubt 1o tlD.UCioC the -poq 4efe~~&e 

procraa t~ raleloc the u'bC lllllt for 4ef- purpo••• 111111 

iner .... lot; tuea OT&l' • flY&-J&al' pe.rlo4 . I OOJI&l"'tul&te fOUl' 

Co~ the Nl4 the Coat;~" .. • OD the apeed Nl4 nnani•H7 wiUI vhlab 

thla aeaaure waa conaldered and p ... aed. It 1a an uaaple of tbet 

pro~~pt and coh .. he action of vhlch Nl aro"Gaed ell4 ntal U.Ocrac;T 

11 c•ble. 'l!be world denlc-h a1Doe thet tiN ell4 Ule 

r&~ult1oC neoeu1 t7 for further &'qlendlac our daten" pJ'Ol!l'D hPe 

aore th.,. Juatlfled Ule proapt ell4 eftectln acUoD JOD tool<. 

• 
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Allan a, 191!0 
JaOO P••· 

RE RENI!'l'AifOEI '!'0 OOCUPIID !DRI'!'ORIU 

Pr .. antl Jlr. Loq 
llr. Ohaberla111 
llr. u ...... , 
Jlr.Bell 

244 

B, IC, J r : It I OUI 1'1111 lhrou&tl thh MIOOI'Uilua. ~d~t. 
llr. Loq baa a oopr of U . ~· Clwlberl~D: 

H.M.Jr: Ba'l'a JOU ba4 a ohaDOe to Na4 iU 

Long: I ba'l'e DOt, 

H.M.Jr: Ha'l'e rou .,, a oopr tor llr. LiYeaarf 

CbamberlaiD: I baYe Dot, 111'. leontar,. 

B.IC.Jr: I oan na4 111Ae. 

LoDg: !hla 1Dol114 .. J18.7MDU fro• alieDa heN 
to their taalllea abroa4t 

Clwlberla1D: Ae w baYe got u 4nnact, theN are t110 
po .. ibUiU... ODe 110Ul4 be UJ per­
'llbo !laa beaD 4Da1o1la4 heN tor oYer a 
1ear Ul4 ba4 baeD • eD41DC aoDer to hU 
ruu1 abroad. ftlat ia piDS a u Ult 
fUrther tball the tint ngeaUoa I .-48 
to the Beontai'J. ftla •-•4 •aa••Uoa -

H.M.Jr: Ia to •like u oDlr tor .a.er1ou oU1ae••· 

Cbaaberlaia: AMrtou o1Uae•• Ul4 4eelai'Uita. 
Uke to pat that 1D tben. 

I 1IOQl4 
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LDn;: Deolarantat 

Oballberla1n: I would lUte \o do that, it ;rou don't aee an7 
obJection. OUr organisation would like to aee 
it eztended to peraona who bad been do-toiled 
here tor OYer a 7ear and ~ haYe been aend1ng, 
ae rou aee, renittanoee resularlr. Ve don't 
want to , at th1e t iae, ae I ea1d the other 
dar, extend 1t to new papente. 

H.M.Jr: I got that, but rou hue two propoeala 1n 
there, one ia al.1ena and the other il Aaer1oan 
o1 tir.ena. 

ybAaberlain: One 1a t o jaer1oan ci t i&ena and all peraona 
wbO baYe been doa1ciled here tor OYer a rear. 

LDng: 

H.M.Jr: 

~· includea all the oategoriea, th1e 
1ncludea al.1en reeidente. 

The laet paragraph --

Ohemberla1n : :r ... air, the laet paragraph --

l.Dng: 

H.II.Jr: 

l.Dng: 

Chaaberlain: 

H. II.Jr: 

Cheaberlain 1 

A pereon domiciled tor a rear or more in the 
United 8tatee. I eee. There are two different 
propoeal.e. 

Yea. 

One ia more 11a1ted to extent than the other, 
1n aaounta. 

!he aaOWitl are the eaae, Kr. Long. The nuaber 
ot the - the olau of peraone who can be allowed 
to aend h wider in the tlrU propoeal tllan 1n 
the eeoond, and our organ1&at1on would prater 
the tlret propoaal. !her think it would be . 
better troa the point ot Ylew ot the alien 
population end allen o1t1&ena - no t the allen 
oitl&ene, but the non-Aaerio&n born population 
i n th1a oountrT• 

Vbat 1e the one rou pretert 

We prater all peraone wbo ban been doaloUed 
tor a rear or aore and who hen been aen41n& 
a rear or acre. 
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Long: And whether ihe7 are deolaranu or not! 

Ctwoberlain: 'l'hat wo\Ud be our propoe&l. 'l'heJ J8Uet hne 
been doaioiled here for a 7ear. That would 

Long: 

uneey : 

Do JOU th1Dk that -l<e• a difterenoe, 
Mr. L1Yaee7t 

No, JOU haYe got other reetr1otione on the 
th1o&, haYe JOU not, that ie, rntrioUone 
that ~7 h&Ye preYiouelJ eent aone7t 

Ctwoberl&1n: Yea, we haYe that reetriotion, !hat, we 
th1Ait, 1e illpori&Dt. 

Long: '1'ha t would be for the bona tldee of tbe 
traneaotion. 

Chamberlain: tee, and it would a1llpl1f7 the ada1n1etrat1on, 
the queetion of eendiJ18 rel1ef fuode 1D1U&llJ 
now being a possible oauee of 41ffioll1tJ. 

Long: Would that 1n &DJ W&J inYolYe inYeetigat1one 
or ooaa1tmenta by the agente of tbe Departaent 
abroadt 

Chamberlain: Not this propoeal, it would not. If JOU are 
going to go w14el7 1.nto the queetion, that 
we are oot rea4J to reoo•en4 7et. I will 
W&Dt to talk - dllouu tbet v1th 70ur de­
partment before we &aka &D7 propoeele. 

Long: Tnat a1ght be nr7 -

Clwoberl a1n: I realize that, Mr. Long, &Dd t herefore •• 
dao • t W&D t to take 1 t up vi th the 8eoretarr 
uotll w h&Ye got the propoeal 1n better 
el:lape. 

H.M.Jr: Ae I Wlderatand the thlng - I don't V&Dt to 

f
it into too .aD7 detaile. !he thought, ae 
get the th1J18, 1e tb.8t a peraon l1Y1ng in 

th1e oountrr under oerta1D qual1fioatione 
&D4 ¥bQ hae been een41n& aone7 for a 7ear 
or aore would be pe 1'111tted to eend t50 a 
aonth to one uaber of the taa117 and tlo 
tor .. oh a441tional pereon, not to exoeed 
tlOO per aonth per taa1l7 &D4 4o it tnrougb 

246 

Regraded Unclassified



- ~ -
wbataTer 1'1nancial. obannall be ohooaea. 

Chftmberlainl Yea, through the ohannela that we --

Bell: Through the usual ohannela, Amerloan Expreae 
or --

ChAmberlain: Ve feel quite conTinced thftt the money will 
be deliTered. All the eTidenca we get i1 
one way on that. 

Long: 

H.M.Jr: 

I don 1t e ee any obJection t o it. 

You eee, it 1a prettJ bard bare t o explain­
tbe Red Croea 1a 1endi.ng - t he7 are doina U 
and, ot couree, we are re.Un4ed da1l7 that 
llDJ IUIOunt or aone7 can go into ai ther OeManJ 
or Ital.J, an)" a:aount. What I want t o do 1a -
I aean, we oan deoide now wbioh >raJ we want 
it. Do JOU want it a peraon or declarant who 
baa been hare one 7aar or aoret 

ChAmberlain: Ve would rather baTe one p ar1on dom1o1led 
bare a )"ear or aore. 

Bell: And baa been sending. 

Chamberlain: Yea, t hat ie the requirement. 

H.M.Jr: 

Long: 

How do 70u teelt 

I don't know bow I f eel, in the tirat plaoe . 
It doesn ' t require- it ia Juat exerci11Dg 
the power, utllitJ Of the Aaerioan 0oTernaent 
tor an alien rather than tor an American 
ci tizen, but it a fellow ia bare and tbe 
people are t here and there il real. autter1ng -
there 1a going to be real 1uttering unleae 
ao•e or theae people - man7 or tbeae people 
do get their remittance• - I don't th1Dk we 
ought to be too teohnioal about it and etand 
on the detail or American oi tizeneh1p . 

Chamberlain: I reel t hat we)" qu.ite et rongly, Mr. Secret ary, 
and the p eople in our divi1ion reel the aaae. 

H.Y..Jr: I wouldn • t baTe an)" taelinga one wa7 or the 
other. It ia getting it down to auob a 

/ 
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retine•ent that b7 the t i•e the7 •ake out 
a blank it vill be lite an i noo•e tax. 

On th1a propoeal , I would teal that war, 'but 
it 1t .ae neoeeear, tor the Aaerioan Coneula 
and agenta abroad to run around and extend 
eerY1oee to pereona vbo are not Merioane, 
I think the Department wou ld obJeot. 

Cbal:lberlaln: That von 't require that. 

Bell: 

H.M.Jr: 

Long: 

Bell: 

H. X.Jr: 

Long: 

L1veeer: 

Long: 

Bell: 

!I.II.Jr: 

!hla, too, 11 Juet the tlrat atep. we ..,, 
want t o do eo•ethlng alae later on. You have 
got the Aaerloan o1Uitan vho haen't eent &nJ 
110nar abroad at all and he 11 euddenlr taced 
vlth the queetion ot eendlng eo .. relative 
tvo o r three or tour or tlve bwldred 4olla.re . 
I think rou are going - 7011 have got that 
betore rou nov on a eull eoale , but eooner 
or later 7011 are going t o have praaeure up 
on rou on t hat, I think. I have got a nwaber 
ot telephone oallo trom people vho want to 
•end aoner to relativee over there. 

M7 vlte geta them, too. 

We eend lt there. 

Thole are the Merioan oiUun1. !beee are 
people vbo are not All8r1oan olUuna but 
M erloan o1tlltene are relatlv8a bare. 

But JOU aend 1101187 to Allerloan o1Uune 1n 
oooup1e4 Franca. 

Yea. We eend 1101187 to Aaerloan olt\lt8ne 1n 
oooupled France, and I think ve eend 110ne7 
tor Aa8rican c1t11tene t o their relat1•e• in 
occupied Franca, don't vat 

No, not it ther are not Aa8rioo.n o1t1une. 

It the reoipi8nt 1e not an Aa8rloan o1tlltent 

That le right, it ia oontlned to Aaertoan 
olti&ena. 

It all clear• through hl•. 
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Boll: 

B.!I.Jr : 

Long: 

H.!I.Jr: 

Bell: 

- 6 -

Well, we pn tbe State Deputaent a pneral. 
lioenee wtth a l1a1tation on American oiti&ene 
right at the beginning. ' 

Let .. put 1C thie .,.,, it ner,bo4J ie in 
accord, whet I would lU:e to 4o h write 110re 
or leu a tol"ll&l letter recoaell4ing ~. to 
the Preddent, beoauee be hu been at Qe on 
thh that ve ebouldn 1 t 4o &nJthing and then 
I vould like to eend thie oYer t o the State 
Depart•ent. 

Juet eend it to the Beoretar,. 

I will eell4 a little note that JOu and 
Mr. Li•e .. J wre o•er here and I vould Ull:e 
the Seoretar,1 e appro•&l and I will eend i 
on to the Preeident. We v1ll get it oYer 
thie &rternoon. Hie poe1Uon - I brought 
up in Cabinet l'r1daJ a week ago about eend1ng 
110ne7 o'ler and he didn 1 t want t o • all4 aDJ. 
Nov, ot oouree, einoe then there are 7 or S 
million dollar• worth ot Red Croee •oneJ 
and there bee got to be eoae oonehtenoJ. 
J.e I underetand, he talked it out v1th 
No...an Da'lie. 

Ot oouree, ae I underetand it, that vae 
110re tor ohild feeding. 

Ohuberlain: Child reeding, and •• Mr. lhritt told ae the 
other daJ, part17 tor clothing tor ratllgeu. 

Bell: 

R. M.Jr: 

Long: 

H.M,Jrl 

Well, it vae 2 a illion dollare. 

Without aell:ing &nJbodJ 1 • ad'tioe, •• decided 
JeeterdaJ to gin tbe Rooketeller Foundation 
250,000 dollare to tinanoe thie expedition 
that 1e go1n& to the Yarioue oountri .. to 
eee vb&t the plague• are. !hat u••• ~ good 
tor ue t o know that I Juet dido 1 t aek &nJbodJ. 
You wollldn 1 t rate a &nJ objeoUon to thet1 

I think it 1e ••rJ naoeeaal'J. !heJ are aura 
to ban ditt1oult1ee o••r tb.ere. 

I didn 1 t aek anJbodJ• I Juet tbought that 
vae good unn, but thie other thin& 1e eoae~ng --
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Bell: 

H. M.Jr: 

Long: 

H.M.Jr: 

Long: 

- 7 -

I wUl wrUe 1t and take the reeponeibUH r 4-
and eend it over. Wb:y don 't I eend i t to ~~~ 
:you, but I v111 &ddrees it t o the Secretary~ ~ 
ot State, and eend 1t t o rou and then rou (',..,,.,..v;k. 
c&n tell about t h1e meeting, whoeur 1e acting/ ... W ~/9 · 
and eay, •well , th1e is all right,• and get 
eomebody to countereign 1t and get it bact. 

Something on the bottom lite, • I concur, 
Acti ng 8ecretar7 or State.• 

Whateur the proper way 11. The va:r I do With 
the Prea1dent 11 put down , 1 Approved1 1o the 
corner with a t ypewriter and he eigne it, and 
I put dovn, •Approved,• Mr. Hull or eoaeone 
else . 

Send 1\ t o ae and I v111 eee that the Acting 
Secretary gets 1t. 

I juat eay down 1n the corner, •Approved b7 
the Secretary or State,• and eomebod:r can 
e1gn dovn 1n the corner. I ear, I vant him 
to knov that ve hllu had t his t alk and I 
think - arter all, the va:r I loot at 1t, 
it keeps thes e rore1gn elements ~u1et in 
thi e oountry and it gives theae other people 
a l1 t tle ra:r or hope 1n th1nt1ng that the 
United States ia a pl~ce t o loot rorvard to 
help rroa. 

You have got a t housand applications. I e 
there any 1od1caUon bow aany t here vould 
be a 110ntht 

C~berlain: How auch? 

Long: 

Bell: 

How aanr appl1oatione and whAt io the to t al 
amount! 

Theee are largel r on a monthly baa1e, aren't 
theyt 

ChamberlAin: Most or them vtll be on a montbl7 baeh. 

Long: I t would be about 75,000 aver~ge, wouldn' t 1t? 

Chamberlain : I don' t think eo, Mr. Long. I don 't believe 
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1t would •••rase ~oh o•er 65 dollare. 

Bell: I tb.1lllt U will !'WI troa 25 to 175. 

Long: Well, the7 oan•t end aore tllan a llun4red. 

Bell: I aean the appl1cat1one . are . 

B. K.Jrl If u ran a bwi4Joed thoueand a aonth, lt 
would be au rtsM. 

Long: CJiYe the• torelp excllanp to thet aaounU 

Bell: Well, w haYe sot a tboueand applloaUone 
our tlll'ee aonthe. It JOU oonflne th• 
to tlOO a aonth and 7011 haYe a tboutalld a 
aonth, that would be tloo,ooo, but the7 
won't aYe~e a hundred. 

Ohuberla1n: !'he7 won't •••~• that. You eee, we set 
a sreat nuber now. !'he7 WOA 1 t so on 
inoreaellls anJtb.1ns lUe that rate. There 
will be a good aan7 aore. 

Long: All r1Cht, elr, we vlll approYe lt. 

H. K.Jrl And 1t JOU could --

Long: Bend 1t to a7 ott1ce. 

B.M.Jr: 1'o 70ur ott1ce. It we could set 1t baok 
toaorrov JaOrniAg, I wou.ld appreciate u . 
1'hallk 70U Yer, ~ch. 

Bell: I wonder it I could talk about another 
queeUon while llr. long le beret 

B.M.Jr: It 70u could set tb.1e prepared tor •• -
oould 70u do it before 70n 10 into that 
MeUngt 

Challberlain: tee, I could do u. Do 70u want the aater1al 
in th1e aeaorancbaat 

H.II. Jr: It 7011 woul4, puaee. 

Chaaberlato: lball I attach tllie -I'AD4Iult 
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H.H.Jrl 

- 9 -

!be .. .,NA4ua 81•• • two nauuooa llD4 101.1 
oo\114 S1 •• one. 

fh1e ebo1.1ld 10 •• a letter t o the Pl'tle1dent 
.. J'1DC w would llke to lUke Ule t ollowiq 
l'tiOO-DdeUone &114 we would l1ke to ba•• b.le 
appro'l'al. Ve ~11'e4 at tb.le atter ooDe\lltatlon 
with Mr. Loq aDd Xr. L1•u•J'· 

Cballberla1D: All rlpt, air. 

B.K.Jr: And wbeD 1t le wrltten, Whoe•er doe• lt, 
aot\lallJ' put U lD t he hlllllle ot KoEa7, eo .. bodJ', 
aD4 then u will oo• t o •• pro81) tlJ'. '!'bank 
;rou. 
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RE EXCESS PROFITS TAX !uguat 8, 1940 
3:30p.m. Present: 

H.JI. Jr: 

Coyle: 

HJl.Jr: 

Bell: 

HJ!. Jr: 

Coyle: 

H.li. Jr : 

Coyle : 

Gaston: 

B.li. Jr: 

llr. Gaston 
llr. White 
llr . Coyle 
Jlr . Fole;r 
llr. Schn.rz 

Did I ~ all this? Whare do I start? 

You only said part or it . 

All right. This is the third draft, a carbon 
cop;r, headed "Stat8ment by Secretary Korgen­
thau. • 

"The national defense program plaoea upon us 
the duty or r econsidering certain features 
of the tax structure.• 

Now, I want to get in the "now" ~tar that. 

• •••• reconsidering now certain f~atures of 
our tax structure . • 

Where would you put the •now"? 

I think I would put it at the end, • •••• re­
considering certain features of our tax 
atruoture now, • and then pause there. 

• •••• in order to obtain a rapid expansion or 
production for defense and a fair aiatribu­
tion or the tax burden. \i'i th your permission, 
I shall be glad to have --• Baa Sullivan seen 
this? 

He l ooked it over. He had to go off. 

The laat I heard, he n• 1till up on the Hill. 
'ftlat •a fin aimltea &CO• 

"11th JOV pera!uion, I lhall be clad to have 
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Bell: 

H.l' . Jr: 

Co)'lc : 

H.t:. Jr : 

.. 'hito : 

eell : 

Coyle : 

'o','hi t e: 

- 2 -

m~bors of my staff present information 
available in the Treasury in resard to 
desirable modifications --" 

I don ' t like that . 

'"Hith your pel'lrission, I shall be glad to 
have members of my staff present i nformation 
available -- • ~nat would ~ou do, leave out 
the words "in the Treasury ? 

Just say ~embers of Q1 starr . • 

" , ,,.members of Q1 staff present infol'l:lation 
available in regard to desirable modi f ica­
tions of the tax la11s for those purposes. 
But first , if I may, I should like to use 
this opportunity to ~ive an outline of the 
fiscal situation as lt has developed since 
the beginnin~; of June when the Revenue Bill 
of 1940 r;as under consideration. " 

Don' t you want the rtord, ei ther "additional" 
or "increased" after "a fair distribution"? 
"In order to obtai n a fair distribution of 
the additional tax bureen. " Presumably you 
have tried to get a fair distribution before. 

It really isn' t that, i s i t? 

Not if you start cutting off Coca Cola's in­
come. 

All right, I still think that comma ought not 
to be there. 

Well you f ellows who like to play with commas, 
you ~an do it once more after I leave . 

I 11ill. 

~.­,_ .. 
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"According to the Budget estimates aa of 
June 3rd, with the revenue laws th~n in 
force and the appropriations which had passed 
or were pen~ng, the expected deficit for the 
fiacal 7ear 1941 was $4, 350, 000,000. The 
balance of the borrowing authorit7 at that 
tiae under the limitation of $45,000 000 000 
waa $1, 950!000,000. With the rate ~ exPendi­
ture anticl.pated at that til:le this balance 
would be exhausted and the working balmce 
of the TreaaU17 would be serioual7 depleted 
b7 the and of Januar7 1941. • 

You keep referring to this tille, •as of 
June 3rd, • That I a all right. lu!Jrthing on 
this paragraph? Harrf? 

No. 
"In view of these circumstances, a provision 
was placed in the Revenue Act of 1940 authori­
zing the issuance of not more than $4, 000,000,000 
of abort term obligations for financing national 
defense expenditures. At the same tille additional 
taxes were rrovided, moat of which are to be used 
to retire nthin five 7ears an7 defense obliga­
tions iasued under this authority. Aa I reported 
to 7ou, then proviaiona of the bill then pending 
before 70ur Committee were sufficient to meet 
the situation as it existed at that tiRe. " 

.lnJbodT atop me . 

-with the rapid deterioration of world condi­
tion., however, it became neceasar7 to plan 
for an expansion of the program for national 
defenae, and the President requested the Con­
greas to ,.Provide additional funds for t his 
purpo••· 
'1'ha t 11 what I want to 181• 
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"The accompanying table shows the appropria­
tions and contract authorizations for de­
fense now made or pending before this Con­
gress . The total as of August 5th i s 
Sl4, 709,000,000, to be expended as rapidly 
as circ~tances will peredt during the next 
few years. 

"The Bureau of the Budget and the Treasury --" 

Shouldn' t that be " .... to be expended during 
the next few years"? 

Vlhat is the change? 

• ,, ,, to be expended during the next few {ears 
as rapidl7 as circumstances will pel'llli t . 

That puts it a little closer. 

Coyle can do what he ~~nts about that. 

I thou:-)lt about that , but I r.anted to aphasize 
as rapfdly --

The way it is now, it looks as though you ar& 
going to spend i t as rapidly during the next 
few years and fra:ll then on, slowly, w,bich I 
teJce it is not the neaning. 

Obi I see, yes . I hadn' t t hoU&ht of that . 
Al right, we will change that. 

"The Bureau of the Budget and the Treasury 
now estimate --• 

Am I authorized to tal k for the Bureau of 
the Budget? 

Yes, in this case . You see, we ~d i t before 
because it was more or lese of a Joint 
estl.no.te. 
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{Poley entered the conference} 

Have you aeen this? 

Yea . 

Like it? 

No , 

Good, You don't like it? 

No . 

l'tba t don ' t you like about it? 

\:ell, llr. Secretaey, I hate to go dol'III and 
just read them their O'II'Il stuff and not make 
any comment at all on the necessity for the 
program or what you think the program oue;ht 
to be. It isn't going to sit very r.ell with 
the COI:IW. ttee and I think rou are goin,g to 
get a lot of hostile quest ons f rom the 
Committee, Now, let's assume that you are 
going to get the questions anyvnv . I think 
DA:ybe it nould be better to do it this r.ay, 
Juat to go down mthout any statment at all 
and say, "You all realize what the probl~ 
is , I have my people here and I am willing 
to answer any questions that anybody wants 
to aak, • and jUJ~t take it on a question and 
answer basis. 

Lot me read it. You see, I haven't gone 
through it, 

It scacks of a little bit smart. 

I am afraid it is a little bit insolent just 
to read them their own resolutions and not 
offer them any suggestions at ill. CODling 
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from you, I think you are going to - -

You might get around that by taking certain 
excerpts, possiblf, instead of repeating 
the whole thing, 

Paraphrase, 

Possibl7 paraphrase it and refer to it, but 
Just to read them back in quotes - I aa a ­
pressed with what Ed says, although I hadn't 
thought of it before. 

Well, e.zrtwa7 --

258 

"The Bureau of the BudKet and the Treasury now 
estimate that the receipts for the current 
fhoal year will amount to $6 367,000,000, and 
that the total expenditures will probably exceed 
$12LOOO,OOOlQ~. leaving a net deficit of about 
$5, ·too,oootuoo• The attached eta tement shows 
the revisea Budget estimates as of August 1st, 
o0111pared llli. th t!iose made on June 3rd and those 
included in t he President's Budget message of 
Januar7 3rd, 1940. 

"To meet the expected deficit of $5, 700,000, 000, 
we had as of July 31st, a balance under the 
$45, 000, 000i000 limitation of $965, 000,000, 000, · 
and the who e of the $4,000, 000 000 authoriza­
tion of the 1940 Revenue Act. in addition 
the Treasur, had a working balance of $1, 504, 
000, 000. 

"B7 the end of the calendar year 1940, the 
borrowing power under the general limitation 
will be down to about $800,000,000, and that 
under the $4 000 000, 000 authorisation will 
han been reducad to about $2,460,000,000. 
On Jane 30, 19(11 aooording to preaent eati­
•t .. , tlle balanoe under the general debt 
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limitation will have shrunk to $300 000 000 
and the $4, 000,000,000 authority niil ~ve ' 
been exhausted. In addition, it will have 
been necessary to draw upon tho working 
balance of the Treasury, reducing that 
balance to about $1, 275, 000, 000, 

"On the basis of these estimo.t es it is obvious 
that in view of the requireoenta of the defense 
proqram, the present coohined debt limitation 
of $49, 000, 000, 000 will sooner or later need 
to be increased. t bether an increase nill 
be required before the end of the present 
fiscal year must depend in the first instance 
upon the speed at which the defense program 
progresses, Naturally we all hope tnat 
present estimates of the rate of defense ex­
penditures can be gr eatly exceeded, and it 
is for the very purpose of accelerating this 
program that we are now diecussinc changes in 
the tax laws. " 

I have a suggestlon to make here. That i sn 't 
the sole purpose. I would chanGe tho sentence 
around to read, "IIaturally 11e all hope the 
present esticates can be greatly exceeded and 
certain changes of the tax laws r.e are nor. 
discussing are for the very purpose of acceler­
a t inG this program. • You see, all of ~he • 
changes are - all of the purposes we discusseo 
are not changes for accelerating the prograo. 

You might argue that the whole thing is, be­
cause you get the tax law or additional tax 
levy out of the wa7 and you take ovet• f r at1 
the industry that pressure or that rmiting 
attitude, 

Tho primary purpose is that the excess profits 
t axes are to prevent excessive profite and to 
add to the Federal revenues . 

• 
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The fac~ that that is bangi~ over, industry 
is holdl.llg it back - you might argue the 
other way, 

260 

This next sentence troubles me a bit. "The 
readjusted tax burden to speed the production -- • 
That is doubt less what is being done, but it 
doesn' t sound so good, I wonder whether we 
might not say, "roadjust tax structure, " 

"Tax structure, " yea. 

This is true aa it is, but it doesn' t set eo 
well . 

"At the same time, I would point out that in 
addition to readjusting the tax burden in a 
way to speed the production of defense ma­
teriali the proposed tax legislation may 
proper 1 be aimed --• That is a funny one, 

Do you want to --

It ought to be "should." 

Do you -.nt to bring out the social aspects 
of this? 

Why not? 

That came in this quotation and if we out 
the quotation down, that would be the part, 
I imagine, that you will have to leave in 
to pr eTent the formation of millionaires. 
The purpose of this paragraph h to hint 
that you would like sOIU 110re money and a 
tax that doean' t have my teeth h not 1lba t 
you are looking for, but you should not aay 
ao in any more drastic language than you 
could help. 

• 

I 
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Don' t you think the Secretary of the Treasur 
should always say at a time like this that 1 

we should aim at a definite increase? 

Yes, I think so, that isn' t too strong. 

Should aim at - -

I t is a question of bon much. 

If the bill falls short of that, it isn' t 
my fault. 

Shoul d aim at it . 

I t may be a bum shot . 

Are you going to strike out "also"? 

No, If you took out the word "definite" 
it should, "aim also at an increase ." Then 
"strengthening it by" shoul dn ' t be so bad. 

Now, how does it read? "Proposed tax legis­
lation should --• 

"The proposed tax legislation should aim also 
at increased revenues which will hel n strengthen 
the fiscal position of the Treasury.• 

Are you going to l eave out the word "definite"? 

Yes, I think since r,ou are being - I uoul d 
be incli.ned to say 'should also aim, " so there 
is more than one aim, but in line with the 
thought that it is merely a statement of 
almost a pious wish ra thor than - -

It is a nious >.ish, but it becomes a part of 
the record so when you come back next January 
it will suppor t you. 
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Oka;y. 

"May I take a few moments of ;your time to 
read --" 

If ;you adopt the other practice, it could 
be introduced ver;y simply. You could sav 
"In the report of thia Coaai ttee before ,, 
and then you could paraphrase end gin ~ome 
excerpts and I think it might get around that 
other difficult] and still include 11111oh of 
what is in h.ere end then with a tew addi­
tional paragraphe taken f rom the --

Let me just go through with it. I don' t know 
whether I agree uith that or not. 

"Ma;y I take a few moments of your time to read, 
tram the report of your Committee on the Revenue 
Bill for 1940, the excellent paragraph which --" 

Instead of saying "excellent paragraph", sa;y 
"excellent statement of polic;y. " 

It is not a resolution. 

" •• •• your excellent stat«Qent of policy,• isn't 
it? 

That, "lla;y I take a few moaenta of your time 
to read, • is bad, because that ia what it ia. 
Now, "Let me read, boys, just what you said. • 

If you are going to quote from a paragraph 
only a few sentences, then you don't have to 
start out with this solemn incantation. 

Going to page 5
1 

after the second resolution, 
"The public pol1cies laid down in these two 
eta tementa --• 

I wonder if this wouldn't help it. I want to 
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say, "I am in hearty accord with the public 
policies laid do1m in these two stataments ." 

Couldn't ~ou say that , but say that first 
and say, I am in hearty accord with the 
policies laid down in the atataments this 
Comci ttee made, " and then make so:ne state­
ments . 

That would take the curse of it off. You 
could say this, "I am in hearty accord with 
the folloai~ statamenta which the Cocoittee 
co.de1 and there is nothin:- that I can add 
to tnem. I have nothing to add to them. I 
feel that they are all inclusive, • sooeth.ing 
along that line. 

I would question --

Damn it, Ed, you have got to be a little 
slick. If I start off and say, "I am in 
hearty accord vlith what you said in these 
two statements, ~entlemen, and they are so 
good that there 1s really nothinc that I 
could add to tham; therefore, I would like 
to read them verbatim --• 

I question whether you want to read the reso­
lution at all when you cane to read it over. 
It doesn't say anything except that the 
Conference C~ttee --

You mean the second one? 

The second one . 

I don't think the seoond one is important. . 
I think we could just say a resolution of 
similar tenor was adopted by the Conference 
C Ollllli t tee. 
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Do ;rou think we need to quote thom at all? 
How about just ~ the statomont you are 
in accord with the policies laid down in 
the resolution? 

The onl;r place that the thinlta comes in ie 
the direct quote on the crea£ion of new war 
millionaires, further --

Could ;rou paraphrase it? 

"Aa to the general policies inTOlTed, there is 
little that I can add to the paravaph in the 
report of ;rour Coa:littee on the Revenue Bill 
for 1940 --• 

• •••• with which I am heartily in accord. " You 
don't have to - you go on record and then an;r­
one will read it. 

But he justifies this paragraph later b;r aa;r­
ing, "Now, this thing - the reason why 11e have 
to act now is because this thing was published 
in the --• It pretty wel l justifiea it. 

Now, wait a minute . We started without that 
and Sullivan had seven pagea tr;rlng to explain 
what ns in this resolution, and the point that 
I am dolng rl th '11¥ e;res open, I 11111 rubbing 
their nose into this thing and thia thing wasn't 
to be done until next fall. Thia has been 
hanglng onr t heir heada and thia ia a directin 
from Congreu to .their technical ataff and ours -
we were going along, but we oouldn' t wait , Now, 
I oan ' t a&{ that , They would aa;r, "tlell, hell, 
thla 11 -- But I can quote it and throw back 
their own words in$o their teeth. I realize 
what I am dolng. This na the polio;r laid 
down --• and so forth and ao on. 

You ue, Ed, look, no •tter how fOil put i~1 . 
I aa not golng to go up and aar, I think thl.l 
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is a swell bill and I recamgend this bill." 
I have alwa1s done that before. 

Right , 

I have got to duck it and I think this is a 
slick wa1 to do it. 

You han th.e advantage of not having --

wba t I would rather see JOU do, Jlr . Secretary, 
h talk piouaq and platitudinousl7 about 
national defense and ita relation to the tax 
program and then aa1 that b1 dela1 or course 
we can get a better excess profits tax. "The 
longer we dela1, the better the tax h goi.I¥1: 
to ~e but I think, gentlemen, the thing that 
is moat important now for ths whole countrf 
is to get an excess profits tax on the books 
ao that the national defenee program me1 flow 
forward and that is ever so much more important 
than it ie to get a perfect excess profits 
tax. • 

At thie time. 

"At thie time, and you uy have one idea, the 
Treasur1ma1 have another, but to uq mind 
the all-important thing h to tell the busi­
ness 11&11 wl:aa t taxes he has to p&1 on this 
year ' s profits and the sooner we do that, the 
better we are going to be off. You are going 
to be here next year; there will be a Secre­
t&rf of the Tree.sur;r nut ;rear, If there 
are iJlequiths iJ1 the Adminhtration of 
whahnr privilege thia COIIDittee paaaea, I 
ua willing to lean it to the good judi!JIIent 
and iJltelligenoe of this Commit tee to !eviae 
a foiWU.a t&at is fair and equitable, Changes 
.. , be made next year. I have nev:r hesitated 
to ooae baok here and point out --
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All right, n then we say1 "If ohangea are made 
next year,, a.nd tha.t gl vee them a.n alibi 
to aa.y, Hell, you haven't even got a. bill 
a.nd you are ta.lking a.bout oha.ngea. 

Bu~~. Secreta.ry, they are liable to ear 
if this bill is passed tha.t this bill ham­
strings the progra.m because it ia a bad 
bill. I mean, you are dealing lri th an in­
tangible psychological faotor here. 

I tell you what I am going to do. Let 1 s 
make a few correcti ons which I suggested 
here, go through with this, and then do the 
thing the n.y Foley says, you eee, I mean 
scrapping mine, but let me get r:d.ne perfect 
and then let Foley write his down and polish 
it up and I can take a look at it after 
supper, you see. That would be fair, wouldn't 
it? 

Sure. 

See what I mean? 

I thought that part was so important tha.t 1011 
cut out of the thillb we had this morning tha.t 
I suggested hero on the last page the;_anawer, 
beoa.use they a.re go~g to throw SQQetbing a.t 
;you to tho effect, "W''iat do you think or the 
bill whioh we han now got recomr:~ended by the 
SubcOIIIIlittee?" And in tha.t I wanted to say 
ju1t about what Ed na aa;ying, but in very 
carttul wordl, eo as not to aty1 • "'ie will 
coae baok," but to lea.ve youraeli open to 
ooma back and not to sar that fln1 further 
ohanges in the tax law will enr be required, 
but lean that oloaing in there beca.uae if 
you put it in wordl at &JI1 point or allow 
JOurltlf to say in &nllrer to a question of 
that eort that, •or oour11, • • alght. have 
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to come ~ack next JanULry, conditions have 
chanlted, then the business oen ldll all 
sit aown on their fannies and say, "Look, 
r.e got a tax bill and they gave us warning 
they are still going to change next year 
e.nd l'li th this damned !lew Deal uncertainty 
how can t:e do business?" . ' 

You can' t suggest you are going to iron out 
inequities next year, because that is what 
they are complaining about on their invest­
ment. 

That ia very good, Let me just finish this 
thins: here, t.hat I have got, !low, r.here do 
you Mffer from this, Ed1 so that I don't have 
to have two thl.DJts , so tnat I will get one in­
stead of two? i.nere do you change this? 

Well, I think, l.{r , Secretary, that I 110Uldn • t 
quote from the provisions of tho Conference 
Report and the provisions in the l.'ays and l!eans 
Co~ttee statement. I think I would begin 
to tallc there about the three things that 
ere under consideration, suspension of Vinson­
Traocell, special amortization and excess 
profits and then I r.ould talk about the 
nation;l defense progrm, the need for getting 
the national defense program under nay quickly, 
and there are a number of ways that excess 
profits formula can be r.orked up, but in the 
interest of speeding up the national defense 
program it is better to satisfy perfection 
for an excess profi ts tax formula than it 
is to delay longer, 

Th.en I can add - what isn't perfect about 
this bill, lir. Foley? 'Wbat don't you like 
about it? 

Well, that particular paragraph h covered 
by this paragraph that Roy Blough wrote. 
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That ia good. 

In which you say that they added other prc­
Tieione to alter it, but you would interpose 
no objections , Then they would say - if 
they ask you what is tho IIAtter with it you 
would aay, "That is exactly what we wonlt go 
into at any great length to delay the pro­
grill, which we I!IUstn' t do under any circum­
stances, • 

The t.portant thing is to get so~et~ settled, 

Look, I 111 not reallf well . I an qul te under 
the weather. Couldn t you people put your 
heads together and knock out soaething which 
I could take and I could take a lock at around 
8:00 o ' clock tonight? I mea~1 you (Foley} 
have a bunch of teeth into tnu thing today, 

No , I haven ' t been working with them. 

\'/ell, wily don ' t you - you have got an hour or 
two, You could knock out eomethill{; for me. 

And se.nd it out to the house? 

Send it out to the house and I will just take 
it, that is all. You know how I feel about 
the thing. 

It ahouldn 1 t be difficult to incorporate a 
paragraph along with the other. 

I don ' t thiDk so. We han got it in the ori­
ginal papere that we had, the way we doped it 
out yeeterday. 

Well ecaething along the linea of what he 
firet stated could be fitted in nicely here 
and nan include a state~~~nt that the prin­
ciple• cunciated ill that r eport are thou 
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to which you subscribe very atronfly or some-
thing. You milht even take a sen ence or two 
out of that , think two d.rafts r.an be very 
easily --

H.Jl. Jr : I don ' t want two drafts. I Tlant a final draft . 
I am just not up to it. • 

Gas t on: I think we can summarize or quote briefly those 
two statements and then work in a little of what 
Ed says . 

\.hi t e: I think there could be agreement on one draft . 

H.l!. Jr : I don't Y:ant two drafts, I want one. 

Fol ey: \/hat I uould like to spare you, llr . Secretary, 
is a whole surge on the part of the Committee 
from the representa t ion, because bou haven ' t 
given them anything and from the amocrats, 

ecause they think you broke faith with them, 
of questioning, I r1ould like to have some-
thi~ smooth so that rou could get rid of it 
and hen get out and hen they could go to 
Knudsen and Knox and Stimson and then leave to 
John and the tax people tho details . 

H.!.:. Jr: Well, if you can do that, it is an answer to 
a caiden's prayer. 

':ibito: I think Ed is right. If you make them think I you are acting a litUe amart, they rill try 
to get even by putting you on the spot with 
questions , 

Gaston: I wouldn't say this - what you ar e proposing 
may not be just right. 

Bell : I would be ver y careful about that ,· becauae 
that rill certainly provoke questions . 
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I would say that speed is the important 
thing, that you are heartily in aooord with 
what t ho Committee has heretofore said on 
the principles end we ought to got action. 

If it isn't perfect - -

Do you mind just dropping everything you are 
doing end concentrating on that so you can 
send ce up one draft to the house and than 
you will have to nait to hue the draft 
pr inted tonight, but they haven • t got it 
ln such shape I can take it, but they ere 
going at it now, and whenever it ca=es out, 
I will read it and you can be waiting here 
and I will cell you. I think that is the 
beat way, don ' t you? 

(Mr . Schwarz entered the oonferenoe) 

Chick{ you can wait here !or a call as eoon 4t 
as th a is ready. 

I am not up to i t physically. If you people 
agree on it, I will just take it. That is 
the beat way. I hate to fUt the burden on 
you, but at least you won t --

It oughtn't to take us nrr long. 

No, I don't think so. 

We have already prepared one. 

You are going to be there ~orrow and see 
how your stuff goes? 

I hadn • t thought of it. 

Yea. It will be interesting. I would appre­
ciate it if you will do it tha t war for me . 
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Coyle : All right , we will do tb&t. 

Jl.ll. Jr: And I will just take it as it is. 
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Auguet 8, 1~4o 

St Atement by Secretary Morgenthau 

The nat ional de!enee program plaoea upon ue the duty or 

reconsidering certain features or t he tax atructure, in order 

to obtain n rap1d expansion or nroduot1on for defense And a 

ra1r distribution or the tax burden. With your oerm1aaion, 

I ehall be gl ad to have me~bers o f my starr present 1nforoatton 

avnllabl e 1n t he Treasury tn regard t o desirable QOdltications 

~r the t~x lave tor thoee nurnoeee . But tirat , it I may , I 

should llke to use t h1o oonortunity t o g tve an outline or 

the !1eoal s1tuat1on a a it has develooed einoe the beginning 

ot June when the Revenue Bill or 194o wae under consideration. 

According to the Budget est1matea, as ot June }rd, with the 

revenue la ws t hen in force and thP appropria tions which had 

oassed or were oending, the exoected det 1o1t tor the !1s cal 

yeAr 1~41 vaa • 4 , 350 ,000,000. The bal ance or the borrowing 

authority at t~t t lme under the lt•lt~tion of t~5, ooo,ooo,ooo 

vaa ! 1,950,000,000. With the rate or exoenditure ~ticiosted 

at that time t hio bPlRnce would be exhAusted ~nd the ~rklng 

balance of the Treaaury would be aeriously depleted by the 

end or January 1941. 
In view of theRe o1rcumatancea, a provision waa placed 

ln the ~evenue Aot o f 194o authorizing the issuance or not 

=ore t han $4 ,00 ,000,000 ot abort term obl iK&tions tor 

• 
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tin&notng nAtional defenee exoendituree. At tbe e ... ti .. 

addlUon&l tu:ee were Pl'OYided, 1101t of which are to be ueed 
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~o retire v1th1n fi•e ye&re any defenee obligatione ieaued under 

thla suthor1ty. Ae 1 reported to you, theee nro•iaione of the 

b111 then pending before your Committee were eufticient to •eet 

the a1tuat1on ae tt ex1eud at that ttm!. 

V1th the rapid deterioration of world oond1tione, hove•er, 

1t becue neoueary to ol811 tor an exoa.ne1on or tbe ~ogru 

tor national defenee, and the Preaident requeeted the Congreu 

to proYide add i Uonal tunde tor thia !IUJ"J)Oee. The llceoa:panring 

table above the aporopriationa and contract autbori&at1one tor 

dotenoe now made or p~nd1ng before thia Congreeo. The total ao 

ot Augus t 5th ie $1~,709,000,000 , to be expended ae rapidly aa 

cireumatanoee will per111t during the next few years. 

The !ureau of the Budget and the Treaeury now eotimata 

that t be reoe10te for the current f1eoal year will ..aunt to 

$6, 367,000 ,000, and tlult tbe total. exoend1 tur .. v1ll probebly 

exceed •12,000,000,000, lea'fing a net deficit or about 

t5 , 700, 000,000. The anaobed etateaent above the reYieed 

Budget eetiutee ae of August let, oo11oared with thoee ll&de on 

June 3rd and thoee included in the Preeldent •e Budpt lieu ... 

ot Januerr Jrd, l94o. 
To net the expected deficit of t5. 700,000,000, we had ae 

ot July 31et, a balance un4er the t45,ooo,ooc,ooo U•1tat1on 

ot S965,ooo,ooo,ooo. an4 the wole of the t4,ooo,ooo,ooc 

/ 
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au~horit&tion of the 19~0 Revenue Act. In addi~ion the Treaour, 

had a working balance ot $1,50~,000,000. 

By the end of the calendar year 1940, the borrowing power 

under the general limitation will be down to about C80o,ooo,ooo, 

and ~hat under the 84,000 ,000,000 eu~horit&tion wtl.l have been 

roduced to about $2,460,000,000. On June )), 1941, aoooNl.ng 

to oreoent eatlzatee, the balance under the .general debt lim1-

tat1on will have abrunlt to 1'}00,000,000, and the ~~.ooo.ooo;ooo 

autl:.or1tr will ha•e been exhausted. In 8441 non, it w111 haYe 

been neoeaeary to draw upon the working balance of the Treaoury, 

reducing that belanoe to about t 1,275,000,000. 

On the baei o of these eetlmateo it 1o obYiouo thot ,1n Y1ew 

or the requ irements of the defense program, the present combined 

debt limitation o f t 49,000,000,000 will oooner or later need to 

be 1noreaeed. Whether an increase w111 be required before the 
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end or the preesnt f1ecal year suet depend in the t1rot 1notance 

ut>On the .-peed at wbloh the defense prograa progreueo. Naturally 

ve all booe that oreeent eat1a8teo of t he rate of defense exoend1-

tureo can be greatl)' exceeded, and it la for t he Yer)' puroose of 

accelerating tble program that we are now diaouaaing cbaogeo 1n 

the tax l ava. 

At the eame time, I wou ld point out that in addition to re-

adJusting the tax burden 1n a wy to .-peed the oroduotion of 

defenu mAterial, tha propoeed tax legulation may properl)' be 

aimed at a det1n1te inore••• 1n revenue• wh1oh v111 help to 
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0~rengthen the fieoal ooeit1on o t the T-·1u-. • ~ •~" • • AOoo.~ingly, 1t 

ia desirable no t only to provide tor ohange1 in the per1od ot 

amor~iza~ion on war tac1~1ties , and t or the eueoeneion ot the 

preoen~ profit limitation on oontraote, bu t aleo to enact an 

exoeoe protite t~x tha~ v1ll provide a maximum ot return with 1 

ointmum o f restriction on the nroduo tive activity neoeuary tor 

defenee. 

May I take a few moaenta ot JOUr t ime to read, froa the 

report ot JOUr Co~1ttee on the Revenue Bill tor l94o, the . 
exeelleM par&gr8ph which deale particullr ly wlth ~be t ox ohangee 

nov under oo nei4erat1on: 

'During the executive eeoaiono, ~here have been die-
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ousaed proposals t o provide eneoial amortization to r na tional 

defense industries and to o-ov1de tor the imoosition or 

exoeeo-protlta taxes. These tvo meaeurea--each in iteel r 

requiring a oompl1oated and exhauet1 ve leglalative proJect-­

must be considered together. I t 1e the deeire or tb1e 

com21t tee, which 1a t&vorabl7 report ing a bill which v111 . 
enable a larger oroportion or our oitizene to participate 

in the reeponaibility of ~viding an adequate nat ional 

derenee than bee ever been the oaee bet ore, that there 

ehall not be an o1mortun1t:t tor the creation or new war 

millionaire• or the turther eubetantial enr1obaent ot already 

vaeltby pereone beoauae ot rear~~aaent orogru. Aooor41ngl:t 

ve have inetruote4 our teobn1oal an1etante end the 
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and the ·~ropriate Treaaurr ottloiala to accelerate their 

vork in theae two fielde eo t~t billa wlll be orepared tor 

eubmieelon not l•ter thAn the ooening or the next aeesion 

ot Oongreea , wh i ch if paaeed by the Oongr1 p 8 may become 

ret roactive and aoply to income ePrn~d during the c•lend&r 

year or 1940, or may become ettectiv~ uoon any other date 

which Congress, in t he l1gbt of 1nrormat1on 1t t hen 

poaeeeeea, aAy deem adw1eable.• 
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I ahould like alae to reo•ll tor t hla record the reeolution 

adooted by the Co~1ttee ot Conference 1n the tax bill, on June 2la~ 

•Reaolwed by the committee of ocnterence on R. R. 10039, 

That the committee 1e firmly or oolnlon th• t an exceea-orofite 

tax ehould be enacted as soon ae ooeelbl~ and be mads •npl1-

cable to t he calendar year 1940 ~d all taxable years 

beginning of 1940 , and to all oubaeouent yearo. In pursuance 

ot this policy t he Tressury Deoartment ia urgently reoueated 

t o aubm1t to t he Ways and V.ePno eom~ttta~ ot the House and to 

the F1n•nce Con~tttee ot the Senate no t later thAn October 1, 

1940, a olAn tor such tsx, toget~er wlth auuoort1ng data and 

drarta tor proposed legielatlon.• 

The oublic nolio1ao laid down 1n the•• two atat~nte are, I 

believe, ot w1tal neoe•e1t7 1D the 4etenae or our 4e•ooret1o 

inst1tut1on. Slnoe theee etate .. nta or policJ were made, how .. er, 

there baa arleen 1n \be a1n41 or cont,.otore who 4eelre to do 

bue1neee with the. ~QYeraa.Dt a barrier ot unoerte1ntJ ae to tbl 
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condlt\ona under which ~hey will be reouired to work . In oome 

08 pea, on ~hie accoun~, contractora have been heaitant to algn 

vith the govern~ent. To remove t hia barri er , it vaa t he joint 

ap lnlon or the Congreoa and of the Executive br~nch or the 

Govtrn~ent, t hat inatead or wat ing unt i l October, ve should take 

la~edl~te oteal to obtai n adequate legislation t o cover the 

a1tullt1an that nov exieta. 

The Treaaury Starr baa placed all of ita ava ilable in­

!or--Ot1on, collected over ~7 years, et the d\apoaal or the 

Congreea. I aincerely hone t hat t he bill Which you ar e about 

to consider will tully incoroora t e the atateemanlike pol1oiee 

so ably expressed in your report and 1n the resolution tram 

vhich I have juat quo ted. 
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queaUon: 

Mr. Seoretery have you anything to aey about the relative 

merite or the bill ae eubm1tted by t he Treasury and the bill 

reoomcended by the Subcom~1tteet 

Atlaver: 

The Treaeury Department presented to the Subooaelttee a 

plan t or a n exceae prot1 ts tax, v1 t h cor reeJ)Ondtng changes in 

tbe ~orti~at1on rulee end the V1naon-Traamel Aot. The Sub­

coe21ttee bee adop ted oany reeturea or t hte plan and bee added 

ot her ~rovietone vh1oh alter the exoeae protita t ax in oertatn 

reepecte. In view or the need tor immediate ~otion, t he Treaaury 

does not viah to delay the passage or legislati on dealing with 

tbo ~robleme before you, and accordingly interpoeee no objection 

to the plan recommended by your Subcommittee. 
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.............. ...... 
RAn DuuT .. NT 

onJCa or '1'1111 CIIID' or NAVAL -'1'101'11 
'I'ASBING'roN 

9 AusWit 1940 

II)' 4aar Ill', llorgantbeu: 

Thia will aolmowledge reoalpt by 
Adah'8.l Stark ot oont14ential reports! Part I -
AirpluBB, en4 Part II - Ariplue Kn& n .. , wllioll 
tntol'IU.tiOII cerri .. tllroUSh Ausut ), 1940. 

Youra a1nceraly, 

Honorable U.nry llorsentllau, Jr., 
Secretary ot the ~ra&Bury, 

WaalliDSton, D.C. 
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WAR DEPARTMENT 
OPPU OF 1ltE CHIEF OF SfATF 

WA8HIHG'TON 

Dear Mr. llorpntbaut 

A\lllll8t 9, 1940. 

Tb&Dk :rou ..,. IIUCh t<~r tho tollowinc 

,..porte 'lbich :rou aent • on Aucuet 8, 1940t 

Part I - Airplonea 

286 

Dell<nrriea ot end lin Ordera tor AirplaDea, 
lla7 1 - Aucuat J , 19401 OtltUled Ordero 
aDd ~t«< Dollnrl.oo"" Aquat ) , 1940. 

Part n - A1rplone l!:n&in•• 
Dellnriea ot and lin Ordore tor A1rplaDe 
Engines, llay 1 - A\IIWit ) , 19401 Untilled 
Qrdere and Eatiltated Dolinrioo on 
AU~Wtt ), 1940. 

Fai~ ;roure, 

licD<trOble HODJ"T ll=pntbau, lr., 
s. ..... ta.r;r or tba treuur:r, 

WaahiAgton, D.C. 

• 

• 
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THE ADVISORY COMMISSION TO THE COUNCIL OF NATIONAL DEFENSE 
F'ED£RAL REliERYE MIII.DING 

WASHING1i:JN. D. C. 

•uau•t 9, 1940 

117 dear llr. Secret.&ryt 

Pleaee t.lloor a to acmowltdae :rour 
note ot A\lg~Wt 8 ODd l.b&nlt ''"' Cor 
aendi.I>C ua the report• .., airplauo 
and &1rplane engblu wbloh aoeOilpll­
ni.ed H . 

•• oball aee thkt theae t1(uroo oro 
properly safeguarded and IIAdo &nil­
able, under proper controla, only 
t o the oeveral divisions or tho Ad­
rtsor:r Collll!ll.saion to tho CounoU or 
N•tional Defense. 

Reapeotfully youra , 

~rl.!!:.~ St..e, • o 
Buroa of Ro b 

and St..t1ot1oa 

!he Hooorable 
Tbe Secretary ot tbo Treaaur:r 

•aahiJl&tca, D. 0. 
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TMI SICRETARY or ntl NAVY 
WA.HtNOTON 

a.pn •• 1~ 

I !law ..,t, awtleble U.. 001'11' of U.. la\Nt.­
...... to *ia I ••• 1 • 1a .. talk to ,_ ~ .....UC 
.., - ~ _ .. troa ~· CooiW..~, u ... 
-s-u- troa -- llr1t.la rr..s. to ... PrNIMd. 
tile c*J8f poilft of ' Uate f.at.arM\ .. tao ate'--' 
tao\ -.. 111'1\1* llad laet. elftw .,... .S..~a.........r1 .. of 
U... -* u1 aSs Wl;t +•r'· 

I~ JUterdq, -. .. , t.llat t.11aJ are port.­
\lJic uto ~Sate OC' __ ,..,. r......- or tao MIM4 hoaall 
elM~*'* llel.po .. al-t.loa. blt. •ppll7, tile 
rr. ..... llad pnporecl u1 tllal'e 1a 1a ~- of .....taotare 
a n~ of tol 1 'oe• of tile ..........,t daa to tlt tile ,...,.. 
tube& .., liD 't= ~laa - ""' -= .. ,_ ... --· I &lao aa ..... , .. ~_. a 001'11' of a lat\&1' I 
... j.n _1 ... troa T. ' ....... *1A* -tala& - wtr7 
~ w-u- _., .. with ... ,.... ....... 

•1-t.loa. 

... ..., ........ , l'r. 
a. ·a 1 stur ol ... 'b-•» ..._.,_, •• c • 
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Bo.....-.bl.e lftalt '­
S.CZ..W7 ot t.lle ., 
·~D.C. 

JlM.r ........ tu,o. 

• ..... t • lotel 
.... lllctaa, D. C • 

..... t 6, 1940 

r ... _, 11e ~ to - t.Mt -· ... tanW!c 
tro. or oo•••••Uoa wUb 706 7MWrdq, I reoel'Nd two wJ..cra­
NlaUJii t.o u.. au .. u.. 1a Iw .,,_. 

11M ~ ,_a lk''111 claW 7a1Wrdq, --­
hWI u to:u-o "'lloe •U•U... 1a Indo...nt.•• llu ~ 
lleooae W... 11Doa """'"4tb. loatWttaa &1'6 expeoW a.., 
.,_, ~~ t.11e ,tape 11 baft -t aa lllt!al- da-1'11 
pea .... tor U..l'l' -,. to atwu '>!ao, aad u.o """"" Cloft.,..._ 
.. , baa cl...., cmtare to ... aut a.., 111tr7 ot .J•P"MII t.roope.• 

At U.. - t!al, I baft reoel'Nd a wla,.,... trow """ 
...._.1114o.,. at Yicll7 111 t.lle tollowlac -• •.Ja-11 baft 
.. _...., allltu,o aad •ftl .... 1a Iado...A!.M t.o attack Chila 
1D t.11e ....... rr.acll .... _..1 ... aad dupoeed t.o -tJaw at 
?okl.D . a.-... ..... npo..W to ... told t.lle ,..._ DoolAti&ia ot 
ilia .lra!atilla .,_. ...... ,to ........ -ntot •ltb ta.. 
.Ja- 1a t.11e far .. ,, - 1114~ •Jdl'll lapea. •t 
aoUoa ~ .l8w1Daa ~ t.o tab 1t Indo '>iDa 1a ~· 

r-•• ~. 

/1/ '· '·-.. 

'· '· -.. 
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!I.M. Jr: 

Operator: 

R.M.Jr: 

G117 
V111gbn: 

H.M. Jr: 

V: 

B.M.Jr: 

V: 

R.M. Jr: 

V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

R.M. Jr: 

V: 

R. II.Jrl 

Hello. 

llr. au, V1uahn. 

Hello. 

Hello. 

Btni'J llorgenthau. 

Yee, how 11'1 70ut 

Aua~&n a, 1~ 
2:2) p.a. 

Oh, I'a tlne. And 70ut 

Oh, prettJ good. 

I wanted to aelt 70u a 0011ple or q11nt1one. 

All rleht. 

One, thea• nuaber or planea that 7011 haYe 
up 111 Buttalo on order ooapleted -- \he 
a1rplant1 tor England -- I think, around· 
50 or 6o, 11 there a111 ohanoe or JOUI' 
oleaniDC Ulat up, I aean, b7 g1Y1J1C th• 
tha IJ1Cln•• that tbiJ needt 

Well, JOU aean to glYI t~ the eqlnt~ 
la tel' and the plant~ nowt 

Jo, I aND, I get thetl reporu. t th1lllt 
ttwn 11'1 eoaewbel'l between 50 and 60 or 
tbeaa c.rt1et-Bawk plan••· 

ftlat 1 t OOI'I'IOt. 

It'• U'OIIIId 60, 1en' t ut 

% lla4 tba HJ)OI't tbla IIOI'DlDC and I 
ttwre'H 67 to be euot. 

Aa4 tbeJ laok lftllA"· 
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V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

B.M.Jr: 

V: 

H.M.Jr: 

V: 

- 2 -

And tbe7 lack eng1nee. That'• right. 

And tbeJ're JOur eng1nee, aren't t heyt 

No, theJ're not our englnee all or them aa 
I reaoll~ot lt. It you'll Juat walt on~ 
eeoond I 11 get that report baok rroa the 
tile and give JOU exaotlJ vbat lt ie. 

Yeah, I'll bold on. 

(Talka aelde) . Tbare'e -- I thtnk lt'e 
67 Allleon plane• and eoae CJolone planee. 

Wall, I don't remember but I bad the 
1apreea1on there wer e &o airplane• vatting 
tor C7clone englnea, but ve won't argue. 
We'll wait until you get the •.••• 

No, I vented to get you the aotual report 
and tell JOU exaotl7 what the t1guru are 
rather than go ott halt-ooOked, becauee I 
eee a lot ot thlnge and I don't want to be 
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Well, vblle Jou're waiting tor that, Mr. Vaughn, 
what ia the atatua tor JOUr Ohio plant? 

Tbe atatua ot the Ohto plant ie that th1e 
afternoon I Juet oaaa up troa a Board aeeting 
and we have approved the R.r.c. loan and 
ve' re going to taka a halt a million dollar• 
Juat ae quick •• we can get 1t and etart -­
with the approval or the R.r.c. etart to 
purchaae the propertJ and go to work. 

Well, that 11 good neve. So that deal i_a 
reallJ thrOugh nov. 

Well, lt'e not through but teohn1oallJ it'• 
tbrougb, but phJeioally it ien't, 1t JOU 
know what I mean. 

No, JOu ' ve got to explain a little bit. 

Well , it ' • been all approved but tha pbJeioal 
oparat1on baa 7at to be cone through with. 
Wa'va cot tO get tha oheak and &in tb• a 
note an4 then get their approval to purobaae 
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V: 
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V: 

H.V..Jr: 
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V: 

- 3 -

t he property t or theM •• an agent and our 
pl ant is all laid out a nd we will then start 
letti ng bids on the equi pment. 

I see. 

• .. .. the contract ror the plAnt. In other 
wor ds the deal is closed on paper bu t we have 
to t rail t hrough. It was only done about an 
hour ago. 

Well , 1 didn't know. I had hear~ so many 
conf licting etoriee that I wonted to f ind 
out . 

Well , that is exactly the etatua ot it. The 
R. P.C. Board have a poroved the agreeMent, 
our Boar d appr oved the agreeaen t this after­
noon about an hour ago and nov we' r e going 
to take t he money aa quickly as t hey can 
give it t o us and get au thori t y t o purchase 
the 200 acr es and then we'll immediately 
let the contr acts and borrow more money. 

I see . 

You eee, in other words, we 're just fol lowing 
through the paper work wi th the physi cal work. 

I see . 

Nov , one second. Are you ready to take that 
down? 

Yeah. 

Are you ready to take this down' 

Yes, I 'm r eady. 

On t he pur euit --on thil order t or 200 
airplanes , that ' e t he P-~0 wi th the Alli son 
engi ne, we a r e shor t 67 enginee. 

I see . 

There are 59 airpl ane• deliver ed t o date . 

29 j 
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R.M.Jr: 

V: 

H.M.Jr : 

V: 

R.M.Jr: 

V: 

R.II.Jr : 

V: 

H.M.Jr: 

V: 

R.II.Jr: 

V: 

R. IC . Jr: 

V: 

R.IC.Jr: 

V: 

R.IC,Jrl 

- ~ -
I IH. leUot 

lla baYe been aooepted. 

lla. 

66 baYe been aooepted. 

66. 

!bat'• oorreot. Now thoee tl,urea.., not 
ezaotlJ obeak beoauee there 11 atutt ln 
pro0111. In other wor4e, the two t1gur11 
t pu 70u don't uke 200. 

Well, bow -D7 Curtlu purault plan .. are 
there -.itlnc t or Wrl&ht enalnea? 

Jult a 1eoond and I'll ooaa to that. Row, 
here'• )24 wbloh are not -- ther'ra not 
atteotld 71t beoauea th17 are not through 
and waltlnc tor enaln... 50 alrplanea, 0-5, 
n plaol4 at the Nul· rora1f.! pureult -­
lnaland - tbat' 1 2115 Hawk 75 • wlth Wright 
G-205'•· !b&t' a the one rou want. 

tee, that'• the one I want. 

Y••· We baYe reoel•ed 202 enslnee. Tbe7'r• 
abort 8) to ooapleu oontraot. The pr u ent 
natu• ot the alrplanu u 11 t ollowa: 
ah1ppe4, 17); ln atoraa•. tulllqu, n. 
I Wnk that' • the thlna. 

!bat'• tba tlgure 70u wanted. 

,., •• tba 7). 

Blat 11 OOI'I'IOt. 

tow, ..._ are 70u aotnc to an tball •natn•• 
f .. tlloH 7)t 

b wtll olean thea up on till 211th or thll 

-·· - .. 1111011 t.bllll· 
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H.M. Jr: 

V: 

H. M.Jr: 

V: 

H.I!. Jr: 

V: 

H.M.Jr: 

V: 

H.M.Jr: 

V: 

R. M.Jr: 

V: 

H.M. Jr: 
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!'beJ bad 61 in Jul7 and theJ get the belance 
thie aon\b. 

Well, tbat'e wonderful. 

Now, that doean't mean t heJ'll all be 
ehipped th1e month but probabl7 bJ the 
lOth ot September the order will all be out 
eQuipped with motore and read7 to take the 
air. 

I eee. Well , that'• Juet What I wanted 
becauee the .Ul1eon etorJ I ltnow. 

Well, that is the record trom Buttelo dated 
Jul7 Jlet. low •••.• 

I aee. !bat'• seed enough • 

..... it JOU want to be brought a little bit-­
I think the ehipmente are goinl -- but giTi"l 
JOU the date ot the 28th, ~1 the ensinee 
will be out ot Pateraon on the 28th. Thaf 
will be in Buffalo on the 29th and it won t 
talte them more than ten 4a7• at the aoet to 
put th .. all in beoauee it 1a a •er7 abort 
Job on the OJolone compared with the Allison. 

I •••· (Lauch•). 

(Laug.be). I ha•e to do a little eelliftl, 
JOU know. 

You 1 re tellinl ae. !bat' • ~1 riibt· I 
11lte it. 

(Laushal. 

I 11lte it. 

Well, that'• the truth thOUih that'• • 
aatter or record • 

.Ul right. Well, that'• what I wanted. 
I juet wondered whether JOU re~l7 -- thoet 
engine• -- thole plene• waitinl tor JOur 
own lftlinee, how th•J wert comins, and \be 
All1aoa, ot oourea, ie another etorJ. 
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V: 

H. II .Jr: 

V· 

H.M.Jr: 

V: 

H. II.Jr : 

V: 

H.li. Jr: 

V· 

H.M.Jr: 

V: 
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V: 

- 6 -

That's another atory. That will not clean 
up, or course, the way t bia doea because 
they are getting underway and it's a new 
show. 

That's right. All right, thank you vary 
much. I'm glad that that Obio thing la 
finally cleaned up. 

llhat'a that? 

I' m glad the Ohio deal 1a finally cleaned 
up. 

Vell, I am t oo. You hav• no ldea and I 
t hink following cloae on the heela or it, 
because the agreement la all worked out 
and it has taken a long time to do it, we 
have probably a duplicate agreement going 
ahead Monday or Tuesday at the latest, I 
hope, tor a plant at Buffalo on the ai r port 
in connection with the Buttalo Division, 
another plant at Columbus, Ohio, on the 
air port. Now, all the property end or lt, 
all the verbal set-up i s all 1n order. 

What are you dolng at Buttalo and at 
Columbus? 

A million teet i n each place. 

For airplanes. 

That's airplanes. 

Good heavens! 

And at St. Lou1a SOO,OOO teet. That's 
airplanes. 

Good heavens! 

That 1 e right. 

You're r eally going attar it, aren't you? 

Wall, we've been atter th1a thing tor some 
tiee. 
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R.M.Jr: 
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H.M.Jr: 
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teeh, Well, tboaa planta -- 70U don't set 
a.r.c • .oaw,r on tboee, do 7out 

tea, nrelJ. 

Ob, 7011 4o. 

teeh. 

I 414n 1 t know that. 

It'• ~111ble to set an7 other .on17 oa 
u . 
I HI. 

I IM&II 7011 ooul4n1 t --I wouldn't and 70U 
woal4n It tUber so cnat and alit nooltholdere 
an4 7011 ooul4n' t boi'J'OW U troa a bank "''1'7 
well w1tb the plant aa HOUJ'1t7 -- 1~. 

Jo, I woul4n' t want to 111 the bank a aalte 
u tUber. 

Jo, I'a aure 7ou woul4n't. (Lausba). 

Jo. 

All npt, 111'. 

tbaak 1011. 

I hope \0 ••• 7011 aoon. 
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Lord 
LothUn; 

K. M.Jr: 

L: 

K. M. Jr: 

L: 

H.H.Jr: 

L: 

H.II .Jr: 

L: 

K.M.Jr: 

L: 

H.M.Jr: 

L: 

H.M.Jr: 

L: 

H. M.Jr: 

L: 

H.M. Jr: 

Hello. 

Hello. 

Yee , Mr. Secretary. 

Auguet II, 1911<> 
4:15 p.ll. 

Helle. We've had a little trouble getting 
together. 

Yea, we haYe. I've had t o rueh about and 
no doubt you haYe. 

Right. 

Tbere're Juat t wo pointe, Mr. Secretarr. 
Jirat or all, the7'•• agreed to eend that 
aan JOU euggeeted. 

The on man. 

Yea. 

Vondertul. 

And t he7 want to know how eoon you want him 
oYer -- how urgent J OU think it ie he ahould 
a tart. 

At once. 

At once. 

Yea. 

Now, 1r necea.-r7, could J OU help to get 
raoilit1ee t or the Clipper -- it neceaaarr? 

Oh, 1••· Yee, I oan do that. 

All r1Sht. I'll wire a aeeeage 1n at once. 
Now the eeoond point ie th1e: we baYe 
purobaead e1x 70-t oo t motor boata rro• 
R1g1naand Ooape.ll7, Jlew Orleana. 

81xtJ • ..• • 
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H.M. Jr: 

L: 

R.M. Jr: 
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S1x , 70-t oo t motor boate trom H1ggine and 
Coapany, the bu1ldere, at New Orleane. They 
are t or uee ae reecue boate t or a ircraf t 
caeualt1ea 1n the vat era around Great Br1ta1n. 

What we call cralh boata. 

Well, yee. The7 call them reacue boata 
under th1e t h1ng. 

I eee. 

They carry no ar&aaent and the Treaaury -­
that 11 y~r Treaaur1 hal already agreed 
that the ate are not covered by the 1917 
law and t he Juat1ct Department eaye the 
aaae. They are due t o aa1l toaorrow &orning, 
but aoaebody 1n the Treuury haa internned 
and ve don't qui t e under • tend Vh)' a nd ie 
a ek1ng t or the Ill aurance 
only normally g1ven 1n the oaee or tbe 
traneter ot reg1atry that theee boata will 
not be ueed 1n an7 c1rcumetanoea t or 
belligerent purpoaea. Now we can' t get 
that 1neurance really 1n time tram England. 

Somebody 1n the Treaaury? 

Somebody 1n the Treaaur7, yee. 

And theae are a1x boata made b7 Rlgglnet 

B1gg1na and CoapanJ or New Orl ea ns. The 
Treaaury haa already agreed wHh ue tha t 
they are not cover ed by the 1917 law and 
eo hal the Juat1ce Departaant , but they 
want -- the Treaaury 1e a&klng d1 tt1cultiea 
nov, unleae ve glve a turthtr aeeurance 
that they will not 1n any olr cuaatanoee be 
ueed t or belligerent purpoeee. 

Where are you now? 

I • m epeUing troa the tllbaiiY· 

I'll call 70u baok vUhln ten mtnutll. 

IUght. Thank• very auoh, Mr. Secretary. 

I'll oaU you back 1n un a1rnaue. 
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H.II.Jr: 

Opere tor: 

H.M.Jr: 

Huntington 
Cairn a: 

R.M.Jr: 

C: 

H.M.Jr: 

C: 

H.H.Jr: 

C· 

H.M.Jr: 

Hello. 

Mr. Cairns. 

Hello. 

Hello, Mr. Seeretar7. 

Auguet S, 194o 
11:111 p.m. 

Huntington, Lord LotlUan Juet called ae 
and eaid that there're aix 70-root boate 
aade b7 Higg1na and Compan7 or New Orleana 
that are to ea11 tomorrow and that got a 
clearance rroa Juet1ce and rrom ua and 
then eomebod7 now 1a aak1ng rcr inaurance 
or something 1n the Treaaur7. 

30!) 

The Bri tish Purchasing Commiae1on came in 
and aeked ue to clear it. We eald we had 
no interest in it other than that the 
colleotor a had an intereet and we euggeeted 
to them, why don't you rollow the previous 
procedure, and they eaid they would and that 
the7 would deliver the letter to the State 
Department thie afternoon. I thought that 
we ought not to recei•e t he letter ••••• 

He aaid aomebod7 in the Treaaury ie obJecting. 

No. I Juet got a clearance rroa the Karitlae 
Co..taeion aa71ng that the7 had no lntereat. 
I think he haa been olalnroraed. Ye were 
expecting a letter rroa hla to be delivered 
to the State Department aay1ng that the 
yeaaela would not be ueed ror belligerent 
purpoaea. 

l uppoalng 70u oall up Lothian and au tor 
hia and tell hla that I aeked you to oall 
hla and eee it you can get aore detaila. 

I'll oall hla at once. 

Be'• wlting at the lllba117· Call hia up 
an4 oall al back. Will 70Ut 
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R.H.Jr: 

0: 
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r .. , lllllee4. 

n•••· be 1114 \bet \be boah &1'1 w 10 
\OIIOJ'J'OW. 

Yel. Well, I un4eretoo4 thlt . 
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H. H.Jr: 

Coirna: 

H.H.Jr: 

C: 

H. M.Jr: 

C: 

H.H.Jr: 

C: 

H. M.Jr: 

C: 

H. M.Jr: 

C: 

!i. H.Jr: 

C: 

H . !~ . Jr: 

C: 

H.M.Jr: 

C: 

H. H.Jr: 

C: 

Hello, Huntington. 

Auguat 8, 1911o 
11:}1 p.'!l. 

Lord Lothian la straightened out and 
happy. 

I aee. 

He vas misinf ormed and appar ently Ballantyne 
heard part or t he conver aatlon and he 
called up to apologl~e . 

Who called up? 

Ballant yne called Coz after I talked to 
you. 

Oh, or the Purchasing Ml ealon. 

Yea. He sald that Lord Lothian wae m1a-
1nformed. 

You might tell Philip Young about it eo 
he can keep lt etralght. 

Yea. 

But Lothian vas all wet. 

Be had been mlalntor=od. 

0. X. 

All right. 

By whom, I wonder. 

Well , I don't know. 

You don 1 t know. 

I haven't any idea. 

But he'e eat1af1ed. 

Oh, yea. 
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lo, 165 SI~IOI UPOM 

M. l.D. • V.D. 
AU&Utt 8, 1940, 
l2t00 II. 

Tb1o •111tar,r e1tuat1on report 1o 1ooued by the X111tar,r 
Intel11 .. nce D1vie1on , General Staff, In Tiov of the oce&01onal 
1nc1ua1oD of political !.nfomation and of opinion 1t 1o cl aoo1fied 
ao 118otr1o ted. 

1. ~Jl!a!' Thea tar of Yar. 

1. lo sroUI>d operation• • 

2. Air Jorco Operatiou. 

The OemaM collductod fair!¥ exteno1To oparattono clur­
ill« tho n11!1>t ot .TvJ:r 7-8, Dayl1!il>t attacl<o, doocr1bed 111 tho :aru-
1oh .Ur Miniatq ao •in force•, vera lo.Wiched on tho 8th. 

Olla ll.t.1 plana attacked tho Le l!our .. t (Po.rie) airdrollo 
on tho 7th and tho rioat .Ur .&!'Ill attocked t\161 otore.«e tanka in the 
ller .. n aroo., Norway, on the a8lll8 dnto, !ll.ght rnida vue conducted 
aa uaual over northvaat Oenoany. 

11. Mediterranean !boater ot Yar. 

1 , Oo-oWid Qperatlona. 

The l talioll odTaiiCO into llr1t1oh SotulUaod 1o tulciJ>& 
procr•••· Jour col~ ~· ccn:tTerciDC on Jerbora, one of 'Which 
crooood froa Jret>Ch Solla].ilaod and c~turod :reotordGT the oocolld 
110ot iltportant port ot ZeUa. 

2. Oouideral>le air force aot1T1t:r on all froDh. 
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SEorrtary ot Stntc 

Wnahington 

3426, AllgUSt a, 4 p. m. 

OR.J 

Berlin 

D!l tEd .1.11guet a , 1940 

REo 1d 4 p. m. 

TRE...SURlC PROll I!UTB, AliD !'OR THE DEP • ..R'l'IIEliT' S 

IIIPORI£i. TION. 

ThE tr111trrnl clEarnncE agrnmEnt brtvCEn BElgium, 

Holland, nnd GErmany nlrEady torcoaet wae announcEd 1n 

yEatrrday'e BOERS\ No dEtails of thE arrangEmEnt werE 

given beyond th£ statEmEnt that paymEnts bEtWEEn Holland 

nnd BElg1w:~ will in tl:£ fllturt bE rll(ld! ovEr thE O..teh­

O!rman and Brlg1an- GErman clEaring egrctmrnta . 

NPL 
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FROM: American Embaaar, Berlin. 

DATE: Augua• 8 , 1940, 5 p.m. 

NO. : :5427. 

Embaeay'a no. :5426, Augueo 8, 4 p.m., anould rater 

to Eabaaer'• talegraa or Jul7 27, 6 p.a.,--no. :5225. 

~ 

l 
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... ,... . •. ..... 

Ia •• 1U• .SUI • --'- ..._. Aftlal '-et.., Wallet ll 1Wfb1 
d~ .Mollat ..... 'w • · tile hU ........ .W .., lla at latwt .. o 

( Oeplel '- --.1 ..,_.at tM .._"'-F fll tM tna~ tw u.. ftaeal 
,_ .... 1-. JO , 1,;11) 

'fta'-h lr 'urot_., fll tM b I ... ,,_., 1_, Jl aM~ 
,.._, 1. 19Jit , .. leu .. •• ,.,. hnllla., a& Wt ., .. u lr ,.,. tna-r . 

,__, Jl , 19)11. 

Ia ....... lee .SUI U.. t M&oor ( 1 ... )1) U..t .U tna-r 

.u1 'llllr .. u . .u •-•te~~F., .u" , ., ... ,,t ..,.,, -..u ......., 

.. u ...... will el .. ..u .. u tee ....... t..taa -·.u ....... +• ,. 
ev ' •p ........ UI _.u w't "rf -1 I'M .... ,.U ..... ,alat. 

ua ,.,. ,. ,., .... au ...,. eelat at aeu ..su '- -'• ... 1• u.. rtt-.1 
•t- 1ut at 1w ,_ •• tteeel ,.., at u.. •uea ftattt .,.. ,.,. tel-

1ewt .. ·-t ... """'"" *'- ............ at .... b•-r ·- .... 
.. .........,...,_...,ultat•_,.., 

Wee at aeU wlU M -.te at . , per tiM - p1u -~· , _... 

-· MMllal .......... will ................ nplttbu houf ....... 

..,. leU.,_ Wt at lUll. 

-.1ttrl-c ~· .,..._, tenM ran....,, • • • , .... h4nkl7 at tiM 

tr~ M&oor _.. ,utte ..,. tella•hc ,.,_, ••• 

'I ...... ._...,, .... ...,. 1, 19)11, aM -U t~ ..U.S, I 

lltU '111r ....-.a tiM pU W. ... I ... , .. Petwel Ia•- liMit at lw 

, ...... theel .... at ......... " ' '"' ....... -·· ,..... ...... -"·· .... -................................ "- .,,_ .. 
..., lark ,. leattla, -.uo .. tiM tauwtac ,... ,.. .,.. tM teu..saa 

·-· .............. ·~ ......... _... • ...... ,_,. lat ..... 

'Pu ' - ...u M _.. .. u.. ftta at ., ,... ttM :-- - · lest 

.... ~""" ...... 1 .. t- ...... tt4- .... - tw ~­
~ :t~:r1~ .. a" I wlUI tM • oPlat'-e , .... -- ... 
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FOR REf.FABE UPON I:CLIVERY 

Address ot Secretary Morgentbau before the Nationa' 
Institute or Government, Washington, D, C,, 

FridaJ, May 3, 1940 

I am particularly pleassd to be able to talk to you 

309 

t oday because I am in such hearty accord with the purpose ot 

this aeries ot meetings, which I understand to be education 

t or demooraoy, I applaud the initiative and the publio spirit 

ot t he leaders ot the Women's Division ot the Democratic 

National Committee in making thie notable convention possible. 

In oonsiderlng your invitation it seemed to me that I 

might contribute moat to stimulation ot your thought on the 

problema ot democratic government by talking to you about the 

money ot the United States, and particularly about gold, I 

have chosen this eubJect becauoe I think it is one in which 

all ot you are intereeted; and it is one about which you may 

be asked a good many questions as the year proceeds. 

One thing you will hardly need t o be told about our 

monetary eyetem; that 1s, that the American dollar ie the 

aoun1ea t unit ot currency 1n the world. Ita value is 

unquestioned here at home and it ie not questioned anywhere 

oleo in the world. It is a solid rook ot atrength and 

stability amid all the monetary contusion created by aggression 

and war . It is more than a domestic ourronoy; it has become 

1n the laat tow years more and more an international ourrenCJo 
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People throughout the world vho nrc driven by dlsaster and 

t oar to hoard currency prefer to hoard tho currency of 

the United States, vhen they can got it, 

Wo have tried through many moans to taoilitato 

stability 1n tho currono1os or tho world. An outstanding 

example is tho Tripartite Accord vhioh vo initiated in 

Soptombor, 1936, In all, six ot tho loading dcmocrac i cs 

of t ho world have subscribed to tho principles of that 

Accord, Unfortunately, t he progress vo ver a ~1ng in the 

field of international f i nance and trado has boon 

interrupted by tho cataclysm i n Europe. 

Ono of tho moat atr1k1ng dovolopmonts of those r ecent 

years has boon t he universal oonf1donoo in tho American 

dollar as ono ot tho very few oorta1n t h ings 1n a highly 

uncertain world , 

Some ot our o1t1~ons who admit tho strength of the 

dollar and tho vorld 1a conf1dcnoo in our currency nov 

suggest that oonti donco in our doll ar has resulted in this 

country receiving too cuoh gold, 

During tho last 6 years vo have acquired about $10 

b1111one of gold from nbrond, 

Why hne eo much gold como t o tho United Stnt oet 

In tho f iret plnoo, wo have export ed mnny billions of 

dollars ' vorth ot goode nnd eorv1ooe 1n oxooas of tho amounts 

wo have imported, Secondly, large naounU of foreign fUnds 

bavo ooao to th1e country to bo plnood nnd kept on deposit 

with our bonks. r or o1gDOre boYD soot tho1r tunde bore for 
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safekeeping because ot the pence, stability, and security 

which this country enjoys, 

Thirdly, foreigners havo made largo investments in 

Amerionn industries because they regard American business 

as a soto and profitable investment, Finally, Americans 

have boen withdrawing their tunds trom abroad and liquidating 

their toreign investments in large suma because they prefer 

tho dollar to any other currency, 

It is tor theoe renaons that vo hevo had so largo 

a favorable balance ot payments; it is tor those reasons 

that gold has oomo and i s continuing to como to the United 

Btatos. 

Gold moves from country t o country not as a commodit y 

but as n means ot payment, the one tinel medium through 

which international settlenonts arc made. 

The continued acceptance ot the gold that comes here 

is tho only sound course ot action opon to ua , 'i'Jtere are, 

it io trus, other courses ot action thoorotioally possible, 

but thoy would all havo disastrous ooneoquenoos, 

Take, tor example, tho proposal eo troquontly made 

to us that ve atop buying gold, It haa tho charm or 

simpli city, .All that we have t o de 1e to 1esue en 

appropriate 'l'reae\11"1 order, But lot mo tell 70U 'What I 

think "HDuld happen, Dollar& abroe4 wuld 1netantl:r beoou 

verr eoaroe and 1110re costly, an4 the torelper wu14 tiDd 

1t much IIOI'f' expeneue t o bu7 .111or1oan poda, J'or exuople, 
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tho British pound, tho Canadian dollar 
I 

tho Dutch guilder would nt onoe shnrply 

tho f'roneh trano, 

doprooiat o , A chain 
of foroos would bo sot in motion which would disrupt our 

trndo, seriously diseourngo what romaine or world oonmorco 

and r omovo from world finance tho strongoot olomont of 

stnb111ty, 

Tho ooesnt1on of gold purchases would havo tho 

following throo i cmodlato effects of groat importance to u~ 

Firstly, the sale of American produeto in foroign 

morkota would bo made much more difficult , This would not 

apply so muoh to WD.l' materi als, which foroign countries want 

so urgently, but it would hit hard our export or hundreds 

or ngrioultural r~d industrial oommodltios not vital to tho 

oonduot of tho wor, Wo would lose honvily in the very 

mnrkots wo wlll badly noed when tho war is over, 

Secondly, there would r esult on l~modioto flood of 

il:!porta of chcaponod fore ign goods, which would <!cal an cvon 

more serious blow to labor, indust ry rnd nurloulturc in 

Amor1on, Tho vory items which compe te with our domestic 

products would dolugo our homo markets , Kent and dairy 

products, toxtiloa and hundr eds of other orticloa would at 

once bo subJOotod to greatly 1ntonslfiod oompctition from 

abroud, 

Thirdly, Amorlonns vho have inv~otmonts abroad would 

f ind tha t thoy had aufforod substantial dollar loaaoa 
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ovornigbt Just as forei gner s with investments hero would 

f i nd that they had windfall gai ns over ni ght, 

313 

So you soo th~s simple romody i81 in otroot, a proposal 

thnt would completely di sr upt our toro i gn exchanges and 

our trade and greatly 1noreaso unomploymont in this country, 

And 80 with tho other . na.t vc proposals which some well­

moaning oiti~on8 8uggo8t a8 a remedy tor our accumulating 

gold 8took8, 

Shall wo follow their advice and out tho price for 

gold? A moderate out would bo incrrootivo, and n cut in 

pri oo sutfioiontly largo to havo a significant effect on 

tho gold inflow would introduce tho enmo oon~itions as 

would follow prohibition of ,;old i M!>OI't8, Tl\i8 nlBo would 

onuso a 8 ~rious doercnae in our trade and n biG incr ensc 

in unemployment , 

Shall we , no soma have sum;•at~d, diOOI'iminate agai nst 

certain countries in our purchasoa"ot cold? SUch a policy 

would not ov' n have the vi rtue of ottcctivon~8s , Tho 

activo ooopv ation o"f practically tho entire ~'Orld "would 

be r equired to ~rov~nt any one country's cold from enter i ng 

tho world's mnrkcte ~~d r oaching tho United Stat co, 

Obviounly thi n I(OUld be i nposoiblo oven in normal times, 

lot alone at a t ime such as this . Bonidos, tho value of gold 

io pronortionnto t o i ts unqua1i t i od uno and ncocptanoc as an 
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intornational medium of exchange. To limit ita acceptonce 

would mean to reduce ita ueofulnoae. 

Thoro 1a yet another alternative which bee always 

boon open to ue. Instead or taking gold we could have 

grnntod orod1t . Americana could n«nin hevo accumulated 

h\188 unsettled claims abr oad. We hovo had experience With 

thnt system - - extensive experience -- in tho decttde thet 

ondod with the economic collapeo of 1929. It is doubtful 

thnt A.aer1oana would want to repent tho.t experience. 

For the excess or goods vo ahippod and for the dollrr 

orodi ta we grnnted we have taken gold in tho last six 

yonra 1netond of promissory notes. Tho phreee •good na 

gold" still hns renl manning in tho world. I prsfer the 

gold to p1ooee of foreign pnpor. I think most Americana 

ngroe with mo . 

314 

Our gold pol1oy le caretully ndJueted to tbe realltie& 

of n oomplox world s1tunt1on. Thoro hnvo been many glib 

suggoatione for changing thnt policy. Examinat ion or each 

ot theao suggestions has rovonlod, as in tho exaoples I have 

mentioned, thnt in the effort to remedy fnnoiod evils thoy 

would bring on real disaster. 

Ot course, should baaio conditions alter, should we 

bs confronted with new r~d untoreseon ooonom1o nnd pol1tioal 

devel opments, tho government will nocoaaarily take such 
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action ae will beet prot ect Ameri can interests. It i l to 

be pr epered for such contingencies that the powere with 

respect to gold operations have been kept flexible . 

Tho Treasury is constantly observi ng , analyzing and studying 

tho course of events i n the i r relation to monetary problema 

i n which this country is interested. But nothing hoe yet 

appeared which would warrant any change in our gold policy. 

There is only one sound vay in which we can work 

to r oduco the inflow of gold and to promote tbo return of 

at l east a part of the wealth it represents to useful 

service in tho lands from which it came. That way is to 

do everything in our power to contribut e to tho return or 

peace to tho world and to encourage rooonetruotion and 

the restoration or normal trade. Vith tho restoration of 

enduring peaoo and economi c stabi lity abroad tho gold 

pr obl em will solve itself. Our great export surplus 

will drop--not because we shall sell lose abroad but 

because wo shall buy more. Foreign capital will be grad­

ually repatriated -- not because we drive it out but 

because it is attracted home by tho reemergence or securi t y 

abroad, Our i nveetore will onoo again invoet their funds 

abroad -- not because of the scarci ty or opportunity at 

home but booauso or greatly enhanced opportunities for sound 

and profi table investments i n other lands . And f i nally our 

tour1ete will .pond hundreds or m1lliona more in fore1.gn 

countr1ea. 
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Thue are the denlopmente which Will autout1oall;r 

and gradually direct the tlow of gold away from the 

United Btatoe. These are the developments upon which ws 

muet concentrate. We must concentrate on tho promotion 

of further recovery here and peace and aeour1ty abroad not 

1n order to oorreot the gold situati on, but because 

proeper1ty1 peaoo and seourit;r aro in thomaolvea the supreme 

onda of governmental polic;r. That their at'ta111118nt Will 

also solve tho world's gold problem 11 only a br-produot, 

but an important one . 

I should like finally to turn to tho question ot the 

continued usefulness ot the gold wo havo and the gold we 

aro going to got. This is a utter that is troubling 

somo people. 

Let mo reassure you once and tor all. As long as 

there aro independent nations, and aa l ong as there is 

international trade 1n goode and eorvioea, eo long w1ll 

1t bo neoosaary to settle ibternational balanooe. Gold ia 

tho international medium ot exchange par oxoellenoso 

Ita aooeptab1l1tY i~ universal; ita util1t7 as international 

money survives changes 1n ooonomio ayetoma. It 1& used 

and noodod Just as much bJ tho froeat demooraoiee as by tho 

meet rigid d1otatoreb1pa -- aa auoh by capitalist 

ooonom18a 88 by IQOialiet ooonoa1o•• It is the refined 
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instrument of 1ntornat1onal exchange of goode and eer?icea, 

aa well as an essential ingredient in the mare complex 

international financial transaotlona -- an inatrument 

that baa funotioncd without challenge tor hundreds of 

years . Every roroign country wishes i t had more or it; 

no foreign country l i kes to lose any ot it; all countries 

accumulate it as soon as they can afford to do eo. And the 

fact that some countries find it possible to conduct their 

internati onal trade without gold does not mean that they 

prefer to do so any more than people reading by candle­

light do so because they prefer candles to electricity. 

Gold does not lose i ts value because some countries 

are forced to resort to clearing arrangements, bnrter, 

i.mport controls, and other substitutes. All those sub­

stitutes are admittedly worse alternatives. They are 

methods of conducting trade and f1nanoe which will only 

be adopted When a country does not possess adequate gold 

holdings. Governments resort wholly to these subatitute 

methods for keeping a country's balance of pa¥ments in 

equ111briua only during times of great and prolonged 

stress and instability, and only when tor one reason or 

another they have been unable to prevent the loes of most 

of their gold holdings. All countries would like to 

have more gold, and the countries which have the least are, 

I ' 
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you will find, countries which are striving moat to add 

to their gold holdings . They do oo boc~uso they k~ow 

that an adequate supply of gold promot~o ooonom1o strength 

and furthers financial etab111ty. 

To bo sure , if the political pioturo ot tho world 

should undergo a dr~stio change in the future, ao that 

instead of fifty or sixty independent nations thor o should 

oxlat only one or two groups domi nated by ruthless power s , 

then international trade and t1nsnoo may assume tho 

character of domestic trade. Thoro would cease to be 

1ndopcndont monetar y systems, as thoro would cease to be 

independent for eign policies . Balances botwoon countries 

would bo aottlod as balances botwoon our stat oo ore now 

aottlod -- that is, by t r ansfers ot deposita . Under such 

ciroumatanoos it mi ght wel l bo that gold would no longer 

be noodo~. But under those ciroumatanooa l ife would be 

so d i fferent that tho possible loso in tho value of gold 

would, I ~ sure, bo the least of our troubles. 

Certai n governconts aay boast of tho day when 

indopendont domooraoi os will disappear . I, for one, have 

no fears that such boosts can be mndo good. I no se 

oonfldont that gold will continue to bo used as the 

mod1um of international payments oa I am that the majority 

of nations will succeed in maintaining their indopondonce. 

With tho r uturn of peoce and of normal ooonomic and 
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political relationshi ps, the pre1ent barriers to the free 

flow of goode, oapital, nnd aerv1oee will bo (radually 

loworod, and gold wil l inevitably ploy ita 1ndiaponanble 

role in mnk1nc that result poss1bls. 

One word more the exohango we made and aro making 

in return tor gold is n good bargain for us. It bee 

enabled ue to increase ooploy11ent and rooovot·y . It has 

made poaaiblo the utilization ot labor, capital, machinery 

• nnd reeouroea that would otherwise have been idle. Ve have 

0 

oxpandod our exports and encouraged our doaoatio industry. 

And, moroovor, we have at tho same timo acquired the safest 

phy1ical aaaot in the world. 

Thoro aro some sincero people who have boon disturbed 

by stories that this country had a monetary policy that 

throatone to oeuao loss to the nation. It you meet such 

poople I hopo you will roassuro them. You cay tell them 

that the greatoet and richest country of tho ~orld has the 

boot and soundest nonotary system and that thor' is no 

ranson to fear that it will not roma1n sound. 

Vo onn fool ont1roly coofortnble in tho possession 

of a supply of goln with which wo can noot futuro demands 

on our monetary system without any ehook to our economy. 

Vo oan bo proparod also to ~lay the pnrt wo ought to play i n 

the rooonstruot i on of tho world that muot follow tho sense-

loa• 4eetruot1on of wnr. 
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Auauet s, 194<> 
11:35 •.•• 

A4miral Walter s. 
Anderaon: ••••.• Juet got baok and I thought rou 

aigbt be intereeted in talking to bla. 

H.M.Jr: 

A: 

H.M.Jr: 

A: 

H.M.Jr: 

A: 

H.M. Jr: 

A: 

B.M.Jr: 

A: 

H.M.Jr: 

A: 

H.M.Jr: 

A: 

R.M.Jr: 

AI 

I'd loYe to ••• b1a. 

Well, nov Vben would be oonYanlent tor rou 
to ••• b1a? 

Rov long 11 he going to be here, Adalral? 

Well, be'• onl7 going to be hera a Yei"J 
abort tlae rlgbt nov. 

Whet dO 70u oall a abort tl.•a? 

Well, Juat a tev da7a. 

Ub-bub. 

Then ba'e golng ava7 and he'll be baok 
the end ot tbie aonth and then be'• golng 
to be ln Quant1oo and around tb11 oountrr 
tor about a 7ear betore be goee baok there. 

Well, I'Ye got to teetltJ toaorrov aornlng 
but I tell 70u. Could be oall up •1 ottioe 
around ll o'olook ••••• 

Toaorrov? 

Y11, and b7 that u .. I think I'll be baok 
tro• the Klll, and au tor L11utenant Mol.a7. 
Be take• a:r oalla. 

All rlgbt, I'll baYI b1a dO that. 

I'd llke to ••• h1•· 

And I'll nau b1a then ulntaln touah and 
JOU'll aee b1a at 7our oonYtnlenoe. 

Yo • · !bank 7ou 10 auah. 

Don't aontlon u, llr. leoretarr. Goo4-bfe. 
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JllaC1 0-rotol .A.t\&obo no11o1-, 
..... . ,. Chl&&. 

Dlo!ll """'" ' 8 . 194<> 

7or tho Soorotar;r of tho !1-.. f\U'J', 

.......,.&1 ~~&rkel o1ooo4 ... 1 Auclat 7th ot }-li5/64 for 

oooll oD4 .A.ucut }-4}/611 for kpt •bor for otor1U.C ~19/}2 

tor oooll oD4 .A.ucut ~17/}2 tor lopt•'bor for u. s. 4olloro. 

Oo14 'boro olooo4 at 5,65<> 0114 vot wh al 41ocout of lj.~. 

JICIIOLSOI 

• 

• 
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lcoretary of Btatt, 

Wuhington. 

5,, J.uguat a, a p, m. 

OR4T 

Hantow via It, R, 

Dahd J.ugullt B, 1s.a 

R«o•d 10: 10 a.m. 

llankow wood oil market July. 

Priou dropped from Ohinuc dollar• 318 (United 

8tate1 dollars 13,50 at th• rate of 8¢) per pioul at bcgin­

DlDC of month bill of eale Ohincec dollars 190 (United 

Btate1 dolle.re 11, 64 at the rate of S-1/8) at the end. 

36 long tone obangcd banda. There 'h:r& no mown arrball 

of ezportablc oil. J. Japancee firm ie reported to have 

abippcd 5 tone. Hankow atooke rc&&ined approximately 

3'00 long tone. 

Illform Ooaurce, 

Bent to the DepartJKnt, Rrpcated to 1Jh•ngba1, 

JJ.RVI8 c.. 

I 
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TREASURY DEPARTMENT 32J 

INTER.OFFICE COMMUNICAllON 

DATa ~"C'llt 8, 1~ 

'RON Mr . Ooohran C 0 N F I D ~ r-J T I A L 
Do&llnco l:n rocittore4 otorlloc 1noroau4 In •oluao todq. !bo 1 u 

roporUoc bo.nll:o pu.rchaoe4 l.l53,000 tor account ot their co•orcial ouot01toro, of 
which l.l.02,000 voro aequ1re4 frOlll tho 7e4oral lleuno '8ult of low York. Ooo ho.nll: 

/ 

aloo l>ou&ht '-:n.ooo froa tho Po4oral t o • .,,. a forward contract ma4o a fov o!qo • 
~ with a tin concern. 

'ftlo 7e4oral lleoern Banlc of liov Tori< otato4 that '5.000 1n roc1otoro4 
otorlioe voro pu.rchaao4 froa it 1>p a AOD-roporUoc l>.W.. 

In tho opOD -.rl<ot, otarllJlc • .,o4 ott troa an init ial q'CIOtaUOA of }. ,2-1/2 
to J.'.J(>-1/2 at tho clooe. ~D& voo -ill nq Ucj1t. !llo rOJ>OrUZ~C bMII:o 
oxocuto4 or4oro to ooll l.l,OOO aJl4 to purchau '-37 ,000, &11 tor their coooooroial 
cuataaere. 

In tho lar laotorn a&rlceto, tho Shancha1 7'1&0 an4 Hone IcAC dollar were 
bot!> lower -lnot tho U.S. dollar. at 5-'/16+ an4 22-5/16~ roopoctinl.7. 'lllo 
otorl1Jlc-4ollar crcoo rate thoro vao about 3-57· 

!he other ourre:o.ctee eloaed •• follow11 

Svita franc 
Oana41all dollar 
Lira 
Rtich.....,.k 
Cuban pooo 
llerlcan pooo 

.2274 
1}-1/~ 41ocount 
. ()505 
.lloo5 
1~7/C'/o .Uocout 
.2015 1>14, . 20}5 oftoro4 

!here were ao cold tran.e.actlone cOAa...,.h4 b7 ue todq. 

'ftlo 7o4or&l Rooono Banlc o£ ltv Tort roporto4 that tho South Mrican 
Rooono Janlt ohlppo4 $},216,000 ill ccl4 f'rca Sollth Mrica to 1t tor account of 
R.w. of 8we4an, f or a&lo t o the u.s. uoq Oftico at lov Tori<. 

tho 

'lho State Dopartllont forwar4o4 to uo a cablo otatioc that tho Svl01 Banlc 
Corporot1on, London, ohippo4 $58 ,000 ill col4 froa !:Ac1an4 to ito low Tor t -07· 
for oolo t o t ho U.S. ~ • .., Office. 

Tho loaba1 ccl4 price -• aligbtl7 hill> or at tho equivalent of $J3· 76. 

tpct oll1'tr i n -baT - • oquinlont to 45 .01~ • up 1/16+. 
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la '-a, opot oUYer,.. •oh .. C'I4 at 2~1/M. lbo forwft prioo-. 
fl.zof. 1/14 1 ... r &t a-13/164, lbo Q, I, ..,Uftl•tt YIN 1!2.671 oa4 IQ,IIIIf 
ro-UYol.7, 

.....,. Mt ..,._., • aft\1 __ , ~toe for tore1p eU•er na "Mh••pt •• 
34-3/~. lbo fri&IU7'o pvoha11 prioo tor toroip o11Yor -. aloo ..., . ...... at 

...... ol.z )NJ'Oilalll of .u ... r to~tac lir;e,ooo - ·· -or tho au ... r 
Purohall Aot, all of wldoh vao """ prod:ooUoa t:roa torotp oo,.trho , tor forwft 
4&111'...,. 

"ONFIDENTIAL 

, 
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J'ROM: American Emb&ee;y, Vio~ (Par1a), France. 

DATi: August 8, 19.0, e p.m. 

NO.: 286. 

J'ROM MATTHEWS POR '1'HJ: TRIA.BURX DEP.&R!KEN'l'. 

'l'h1s attern.oon the ~11 at Parh teleplloned the 

following: '!'he reoentl;r appo1nted Coaa1ss1oner at 

the 8anlt of France, 

ot the Parie Bourse 

larl Sonaerer, ordered the oloatng - -
aa of ;reaterda7 aorn1ng. There wae 

no reason giTen tor this aotion. 

I:Tidentl.y the Par1a Embaaa;y bad ita own 1deae about 

tne reason• but conetdersd it inadT1aable tc telapnone 

them, ae tne telephone w1rea are ta~ed. It is m;y bslier - -
tnat the closing or tne Bc1r ee ie due, at least partl:y, 

to tne Germane' anno:yance that tne Agents dea Cllarges 

lift tneir aecur1 t1ee 1n the unooollR!ed terr1to!:!,. and -
returned to Paris for trading purpoasa. 
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I vae told today by General da Challbrun or toe 

National City Bank tbat toe German authorities, at a 

meeting 3 days ago 1n Parle held by the Bankers Syndi­

cate, preeented a demand toat all the ban&a euem1• a 

complete list or the names and looat1ona or all or 

their branoaee; aleo toe amount, looat1on, nature and 

ovnerenip or their ol1ente ' anQ their own eecur1t1ee 

ae or Kay tenth and a1m1lar 1nformat1on as or the 

preeent date. In tb.eary at leaet, tb.ie requeet appliea 

or oourse to American banks aa well aa i'rencl1. A re-
' 

por• has come to my attention that, under 1natructiona 

of the Germane, the Bank or France has blocked tlle 

aoccunta w1th 1t or LazarQ Freree not only 1n occupied 

•erri•ory but also in territory wniob. 1e unoccupied. 

I ab.all tr.r to check on th1a repor t vllen I go to 

Chatel ~on and Clermont toaorrov. 
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A1l telegraph, poetal, aa4 telephone oo .. UD1oat1ona, 

except tor calla ot tbe Z.baee:r, between the unoccupied and 

occupied terr1tor1ee at leaet tor the t1ae be1Dg baTe -
been euepeD4ed and u a reult tbe baDke are hu1Dg a harder 

Uae then ner witb tbe1r adll1nhtrat1Te probleae, I pa1d 

a T1e1t to F1nenoe X1n1eter Boutb1ll1er :reeterdaJ and be 

eapbatlaal17 1ne1eted that 1t would be 1apoae1ble to oont1nue 

the ada1n1etrat1on ot the oountr7 troa TiobJ and tor tbe 

OoTernaent to return to Par11 vae 111'8entl7 needed. .llaoet 

&ft1 oon41 Uone vh1ob 0el'll&ft1 a1gbt t.poee I bellne be, 

at leaet, would be readJ to accept. 

'!'here baa been no bloolt1ng of e1 ther Cena41an 

.ltr1oen or l'.gypt1en aooounte 1n hence Bouthillier &leo 

told ae. 

The following 1a the present e1tuat1on ot the tour 

Aaerioen b&Dka: '!'he theoretical bead ...,_oee of ell the 

bank a are 1n unoooup1ed zonee. 'l'he Xorgan partner a, ell 

but Arragon, are 1n Par1a nov. 0\larentJ lraat Coap&ft1 ' • 

Xr. Barrett 1e at T1cb7 &D4 11 1netruoted not to go to 

Par11 without ooneult1Dg Rev Yorlt t1ret. Rovner, Caapblll 

throughout all th1e bu reaa1ned 1.n Par11. laUonal C1 t7 

Bank • e Xr. Runt bu lett tor Parle. Pearce 1e nov at Le P117 

but 1n a 4&7 or two 11 expected to go to Peril tor 

T1e1t. Ch&ee Banlt1 e Rees e Oeteo 11 nov at Obateau 

and tba;r aa1nt&1n at Parle onl7 a eubor41nate pereonnll, I 

bel1en. 

(DD or n•a!H!) 
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