
TREASURY DEPARTMENT 

WASHIHGTOH 

To • Tho &ooret&ry 

,... .. , liT. 811111 ... 

Tbero b at taobM a oab ... lo lboorl.B& tho .u.u-1 .. uo4 Np

roaontat1.., all-..oeo reoe 1ft<l &D4 '"'*'"' ola~, a o die
oloood by an o:o:aaiat101l ot oortai.Jl aft1lablo I.Jlo- tax Ntnrne 
or tho Ullited Stat .. 41p~te. The oxaai.Jlat101l 41ooloooo that, 
ritb ..,. oxoopt101l, repreoeatat101l apeuoo olaiool4 ae <leduot1CIIll 

tor 1Do.- tax poupo .. o ba"- 1t .. 1oed ca tho ret.n>e . 

Tbo Sureou I.Jl tho au41t ot 0&101 obtai.Jlo a oort1t1oate rna 
tbo Soorotary ot State •lob diooloo .. ••thor or - """ ropro
oontat1" b requir ed to -.b oxpen41tnroe t..lll.nc withi.Jl tho 
ooopo of Bxoouthe Or<lor dated J\IDO 8, 1811, I.Jl hie repre-tatiw 
oopooity and tor the bo...tit ot tho Ullited State•• bpreonta
tiOD oxpenooo I.Jlourred uo4 deducted Oil Nturu filed are ..,.lyoed 
I.Jl tho au41t of tho oaeo1 boforo tho o .... luo10D bao bo.., reoobM 
tbot thoy oOillt1tnte o~ &114 -••oary 'bwiU..oa oxpenaoa 4o

duot1blo &I auoh. 

£xoopt &I noted I.Jl tho &ttaohod aohodulo tbO a&OilDtl or the 
...,prooontatiOG oxpenooo olaiool4 on tho I.Jlocae tax returne .,.. 

&a!.nod baw boon a llo...S aa deduoti<llll· 
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iCIIIDOL& rl 8A.LUIY AID IIUP 1UIC. 
AIUJU•CI AID DP!If8ll Cl Olmr:D IU!II 

DIPI.aloL!I 

.... 
1938 Harrian, Baa· Florenoo J. (No.-y~ • 10,000.00 
Ullll H&rrian, HOllo Plor.,oe J. (llo.-y 10,000.00 
lllll8 G,_, JoMph C. ( .... pe.n) 17,600.00 
19at Grew, JOMph C. (.l&pe.n) 17,600.00 
ltll8 llt.nieh, llr· ...,1111'1. Jooephuo(Jinloo~ 17 _&00.00 
1tllllllt.nieh, llr · ..Sill'•• JoMphu(Jinioo 1T,&U.08 

Repre-tat1aa 
All-•• 
.. porte4 

• 1,600.00 
1,600. 00 .... ..... ..... 

1tliT Darlee, Jo,.pb 1. (Ruada) 2$ , 6.9.112 - ~'ftl: 
Ull8 Dari.,, JoMph lo (Belli-) 17,600. 00 1,&oe.U 

1tll8 Loo&te1U, lroo1• H. (St.n IIU"il>o) .... ..... 
ltll8 l'bUUpo, 111lllaa (Ita4) 17,600,00 a,220olll 

1tliT 4tb.rt.,, Ray ~Bulprlt.) 10,000.00 1,08&.08 

lllll8 4tb•rt•, Ra7 Ballt.r1&) 10,000.00 1,639.711 

Ullll 4da•rt•, Ra7 ~lr:) 10,000.00 1,11117.01 

1tll8 Joluul•, lela• T. (Chill&~ 17,600.00 e,aso • .e 
19311 Joluuo•, .. le ... To (C211a 11 ,800.oo TN.&O 

111M e-re, Claade o. (IIJI&ia~ 17,800.00 1,636. 211 

1tliT -re, Claoode 0. (Spt.ia 17, 600. 00 ·-1tll8 e-re, ClMade o. (CbUe) 17,600.00 ·-1tllt s-ro, Claoode o. (Chile ) 1&,4H.20 tal .OII 

Repre .. ntatl• 
lb:peu•• 
Cla-

• 1,1176.00 
2,100.00(t.) 
8,i86.M 
&,7.0.17 .... ·-2$, 7&$.00 

211,M6.1& 
2 ,422.68 
.,7.0 •• 11 
1,SOII.&6 
1,6&11. Til 
1,7811.28 
2,li&O ... 

Tllllo&O 
1,636.211 
1,200.00 ·-931.011 

.. p ... -\1 ... ......... 
01J&llaw4 

• .... ..... 
800.00(1>) . ... . .... ·-·-S,IIT5.1t(o) 

1,88&.68(4) ·-..... ..... .... ·-..... 
aoa.88(e) ·-·-·-

Jo ...,..17111 •• •1a1ttecl. witll reopeot to tile repre-tt.t1co expen .. a ola- &a t. 4e4,.oUca. 
Tbio ltea n prea...ta J&lt.rJ pt.14 to llr•· o ..... •. pero-1 .u. whlob -· •rr-COial)' olaao1t114 • 

repreaeBt&tiOD espeu••· 
(o) Th• ooot in the _...,t ~ $6,97&.18 ~ the r..,.,....l ot f'urnlt\lro llJld perao,..l otteota troa 11•••

to Brutalla baa been held to ~ per1onal expen••• • 
.A.a a bae1e or eettlin& the tax liability, the amount of tl,888.68 waa cliaallo .. d •• a 4Kuot1oa. 
S1D.o.e the eT14enoe iruUo&tee that the t.ax~y•r'a l"epre...,tation ••pen••• amou.nW4 to .1,2:11 .63, 

th• .....ow:lt ol.a1ae4 1n exoeea o£ th1e .. OWlt waa d.i .. llowed aa a. deduotion. 
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· On,. 8/ll /41 Kr. Sullivan at the 9:30 meeting 
l .ld the Sec1 he had prepared a one-page 
at ateaent on the subject matter o! this 
ae.o. The Sec1 told hia to ask !or an ap
pointment and bring it in and explain it. 
I checked with Sullivan' s o!!ice toda,, and 
)(r, Sullivan said be still had the memo and 
waa waiting !or a chance to see the Secy. 

Krs . llcHugh 

' 
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...... 11&1. , .... ,, 
..... _, ••••• = 
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00Ni'1DENTUL 

.tprU 9. 1941. 

warm t '!J!I 

,.,, Adair al 11'aeeohe 
c~~~t, u. '· ~t~ 

ft(llellr. o.n-

I ...... IF I I' .... wttlr ..... f111 • ...,. llwptbp ... 
.. .... ... '' ... ~ wt fit .. ..-u- ~,._ .. a-. ,_,.,. • ..._. ._ llllfe u .._,. ..,..ttr atw u.r 
..,. ~ .._. - • \'- lrlU* _. .. on M\iYe ....see • 

.... 'IIUl ... - ....,....._ - ,..,u., ,... 11 fit .. 
fMn .._. ~ ...-. .....,. "- as,. tor eotrtoe IDd J.anneU. 
fll till lriU.b ettte.e _. - htr a PMI mN• ,.ted an. •" rw"-'-,.·~-·-.~ta~ ........ 

,_ 
• 
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THE COMMANDANT OF THE UNITm STATES COAST GUARD 

WASHINGTON 

8 A,lrU 1941. 

'l'bo !oll.ow1Ac 1Ao qMted r.- a eMNt a •aot.1e~~ clat..d April 5t.lo, 

1941, traa tbo Cb1a! at llaYal ~ to tM C ndt"\ at t.la. Coan 

Ou1"dl 

"Tho llriu.la ~ 1Ao aloe ~ ot IIA..U, Coan 
Qaard •fflcve W -.u...ted pelS 1 an11•bl e ill t.be n&'tu 
of obip OM~ tor approrlmt~ ti.x -u... Oloeonvo 
oboul4 bo t~ apG'i-.d wi\11 olootrioal 1JIIt.allaU.... 

o! tbo ·~·· 
'l'bo pollq u to ... b.- or 8K Cou\ Ourd pel'l-?l. tball. -sa 

• t.h- notolt attor U.., ,. 1At.o ..Uw trri.co with the llrit.1Aob IPJ 
11, ot • .,....o, • at.~.- r.- ~t.1oot bir ~ aut.~~tnv, end u..r.
tore, t.bo Co=tndtnt at the 0eut. 0ooaN 1a j IIIiA& DO opia1oD 00 t.lo1a 
paiat., HO'III'fal' 1 it. a bol1eftcl 4otil'aba tor tho C ndtnt to ed:rao t.loe 

Socrot.u7 u to tM DM4 at toolu:inal Cout. Oaal"l peru•el • bou'4 t ..... 
ftUilo to I.Doun a aol'llll. aot.1ataoto17 ..,...at1oot at tho ••M D0'7 attor 
t.it.loo 1o t.ranttll'l'lcl to ar.at 11111:ta1A. 

'l'ht c_, ... ant bal4 a ....c...- mt.ll otnc .... ct Cout. 0a11r11 .. ..,._kl'~ 

n .. ol ...... ba4 botD •c:t- ot!io ........... ale of t.lo1a t7P', and-!- ot 
'lima bt4 boeD co=•ncH "I attiOWI. Tloo ot t.Aete anc:'I!Ml' otf10G'II _.. t.loe 
fil'ot ohid ""D Dtll'l ot two of the alect.r1o=4l'in cutt.ll'l c• t.MT _.. 
fil'ot o-at1Aoucl. 

(1) !bat the ••M """ ot t.looto oatoro a to a lal',. oxt.eat. !oel.
proot end DO ...,.. troabl.o tbov.lcl ho upootocl to clonlop ill tho eptratioot 
of ~ -h1DI'7 t.1oua ill tho operatioi> of UIT cotbel' 80clanl ar1DO 

proplllo1oot ~ 

(2) fila\_,~ t.b&t. m.,t~t 40ftltp ill tM 1porr"• at the 
,..M • .., at t.bAot cnaton ..u Met. l.1lDt4' ho •• '~n1oal t.rootblM -

t.bo - U m.,llt *'"'ltp - UIT other \7P' at j4 IF llltioot oqdpatat. 

(3) Tbat .. 1Jit.eu1ft tn1A1Ac periocl ot approad.aat.olT to- -a 
1A t.bo iJMri ... aton ot U. Utd.tocl Stat.ot tbllalA bo tot!1c1Aont to 
traiA t.bo lrlt.1811 - 1a ... tp a U• ot t.loote thipt. 

Regraded Uclassified



(4) fbat. aner tld.a no _... t.n:l..lWir per1eol u.. .... , et 
tbr .. 01' fflfr ~ - t. u... ~ t. - 111.\11 tM 111"1\lall 
11111l• 111 aa\ift aernoe t ar a pciod et \liNe _. r- ....., ..w 
preloablt be a --~ Pill••• ba -' au IU7• -.. ~ tM 
~r olti a_.. ..,.._ Ntend M 9MW \Ia\ U.. walt 11e ~ 

tied to t.alat \beN ~ .... wl.tlled -- ., - ,.. ol .... 
ettio .... mW \W U... a.,- ..W 11e _,. ~. 

(S) Ia ....,.. et \M ...r- felt \W -. "-tit ..U 
.-alt to tbe llrl\lall 1a t.lle ... '!.. .. ~'· et ~ -~ llr 111 z ,,.. 
obeanill• • board tw a pe .-..- - dz ...a... 

,.. • .....a ot t.111a ...,_ u.. c.c-•'ww 1a ot u.. .., .... 

193 

(1) s- b••tU ..U I'W1I1\ 11r In :'••• board eMJa ~ t• a 
period 110t. - 1 ''•I u.n. _.. a ...U ....,. ol ah •••• bat. \W u 
J.&eonift ti'OI1.a1lll J*"1ooo ~ ........ ...w be~, ... ~ 
U.O - orew t w \be ..-1 II a:ti• ~ \1111 ••h11"17 ~ \linN ftllaela 
oiibtut • - tw • ..,.\1_, pwtM. 

(2) It an obesJiwa1 per\7 1a 111ft • board 1\ abaald --'A 1a 
esch cue ot u.. ....... -r- attiHr ot u.. ftOI&el Uld ,.,. ob1at pat.t.T 
ottioars (art.itiav rat.1llp ...,. Olboal4 ~ • board twa period
anecll.Df tl!He ..u... 

I. I. DPCJII 
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,... 
or.• 
SDIIJCr• 

lAY! DIP&IIIIIft 
OrriCK IY !S C1IDP OP llfAL OPIIft .. 

··••MAl 

!'NMf .. .t t. Cau\ Claud YIIMl.a fill U. fAD c:laa W U. 
111'1\1& 

19t 

l. !M llllta1 , ............... *'- - ."7 ...,1,. 7 -- -
A4idftlt7 i8 ""t - 1111 ..... _.. U. felJwi'IC IPIIr '• tM I !d I& I lei 

(a) _. ..a.lM 

(1) • a' :· ..,... ._ 11M ~ wuaa p.-Uee1rr ,, 1•-..... s..• t 

(I) ca..u.l. ~ 1111 •* I 1afta1.laUa .. 
, ..... Mdl •••• ,., e1elt.r1Ml s.t&•1'dfn 

(b) ... w.u. 
(1) PINII:1A .,... .. __ ..,.. "' .... lj ....... 

-.111M,., &ITU& 7 • 

2. .,... llr1UIIl ~ t. alae Me1Nua "' lla'l'1ac c...- ...... 
etflotl"' W .u.ne.l ... 1 ..,,,.,, Ia \M ........ fll ... 1.1 lUG I• 
.,.. rl•taq •Sz 'be •• oao .....W ... •• 1 llnV e 7 ul wM 
•t.ltrtaal ._.,.~ 1111 \lie ..,.., 

'· .,... llllta1 AUMII&' ............ w .... "'" - ..... bt-
u. wUJ. bo"" n•w w u. llrttula lla'fal. &"-M' tw tllr'IMr v t'*-1 
t.tbo A~. 

4. I t 1a , .. _w u.a u. c n e.,* a.n Glut ...r .. •t~~ 
tile llriUab .ftl &\\Mila' 1a a¢h&'la e I r •• U. , .......... 

1•1 •· B. an•, 
--~ ------ ------------------ - ---------------5. "'• ... ,.,..7 .r .u....,. ., \IIU ... 0 t. ..... Ulai 1\ 1llll. .. 

roacb t.bo llii4NNM 1a \t. 111r u. ..- -tlpltle etn-~. 'file -:::;:-
t.beretor. &llt.bor1.M u. \ru-'eet• o1 ~ .,. 1 11r ....,., od ..U 
t.bo COI>tl.Doetal. Uad.\a o1 U. liiiUod ....... 

Cosl7 too 
Opo.l6, 
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Present: 

Ill'. Yoq 
Ill'. Cox 
.illra. Ilots 

J.pril 9, 1941 

10:05 a.a. 

IIM,Jr: U by Monda;y night the bo,a don't clear 
l.t up tor •• I -.ni to write a letter to the i'Joeaident 
along the liuea that tha i'Joeaideut add he would gin 
ua $25,000

1
000 out ot the $7,000,000,000 tor the ahipa. 

bl Huey .o.opldua uid, •I will do it at ten o'clock 
!hUI'ade;y aorniug. • Be told • that 'lecbleaclq night. 

Mr. Cox: I thluk, to noid the kind ot anarl 
we got in before, what I would aucgeat ia that Phil, 
in hie capaoit;y aa Chiet !leoutiTe Orricer ot the 
Leaae-Lend, get up a req~eat to the Budget and atate 
i n t he refou;•t that tbelPreei dent ia kf:eeable to it, 
or do it orMlJ.:, m1 that Kr. Bop ana, eo that 
puta the Budget where the;y han to do their talkiDg be
fore. 

BK Jr: J.rqn;y, I don't upeo"t to get the l'lDl

around trla ;you t110 fellon. I aa too IMJ't! 

Kr. 1011111: J.nd w know it! 

BKtJt: Well, a~~ I want the $25,000,000 
t.lll1 I w&n t red, white blue. 

Mr. Cox: • c&n atep in, in our capacit;y aa 
TreaeUI'J e~lo;yeea, &nd make it the tirat order ot 
buaineaa. 

H)(,Jr: J.nd alao, lira. not~, tor llondaJ noon, 
11e it theae tellon can't wri te thla letter relining 

195 ./ 
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me aa o! the 15th o! Karch o! all reeponsibilit,r in 
handling purchaaing . Then I will take it and put it 
on the President's desk Monday at lunoh. 

Wra. Klotz: Again? 

!Di, Jk: I hann't dou it yet . I han been 
rel)'ing on opkinl. I! I can't get thea• two un to 
do aoaething on it between now and Monday, I will do 
it Jllael!. But I han to han a letter to sip, 'llhlob 
thelt •n will write. We haTe gone through MCReynolde 
on it, too. 

Kr. YC!W!,g: Bopkinl baa the letter. 

liM Jr: I! ha - ' t do it by llonda7 noon, I will 
)uat .. ~.r there aadthe Preeident wi ll sign it . 

Waan't it good about the Danleh ships? 

.llr. Cox: Yea . 

ll)(, Jr : Wonderful! 

lfr. Cox: It would hue been another week 1! )'OU 

had not got on the ball. 

196 

I!M· Jbl I sicked DonoTan on the Maritime COIIIRiuion 
on the pa . 

You han your machine!')' set up !or Budget? 

Kr. Cox: Yea. 

liM,Jr: Good.. What did y~ do !or yourself yeeterda7? 

Cox: Nothing much. I aa still working on the 
shipping.- tie are getting up a new JU.p, abo acae pro
posals as to how the President can change the baabat and 
other belligerent areas by proolaJU.tlon. 
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Hli,~I: That waa all on the au1111ption you would 
get some a pa . 

· Mr. Cox: That ' s right. Another poaaibility on 
the ships ia what the British will do with the Norwegian 
ships which haYe not been on the North Atlantic route. 
Apparently the Far Eaat and South A.erica. 

197 

:ftJr: You aaw what Jerry Land said in hie apeech 
laat ni He clidn' t aee 1117 aenae ghing thea alll aore 
ships. 1'he7 would onl7 be aunk. 

Mr. Cox: I think the next problea, which ia auch 
aore dirrieUlt, ia integration of the flight deliYery of 
aircraft into the conYOJ ayatea. 

Hli,Jr: lhat'a that mean? 

Mr . Cox: It means instead of just flying a plane 
over with no aMWIUint, no bomba, aa part of the delinry 
you use it in conYOJ and get aore of thea deliYered. 
That's the adYantage of the qreenland-Iceland thing and 
the advantage of getting greater distribution of long range 
and aediua range bmbers. 

Hli, Jr: You mean flJ onr the conYOJ? 

Mr. Cox: Do part of the rec01111aiaaance in spotting 
auburiiiea and alao uae them to put aubmarinea out of coa
aieaion. One of the people up at the British Eabaaa7 
told ae thia. On one of these four-engine bombers which 
was unarmed it spotted two subllarinea and the submarines 
ran1 and thla plane had nothing on it, no araa or bombs; 
nothing. 

a:·Jb: And if it waa arJifld it could haYe dropped 
a depth 011 • 

Mr. Cox: Yea. It'a a possibility which I think 
ia worth exploring. 
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lll(fJr: Oh, sure! You know, I am nitlng on 
you (Mr. oung) for deliTery on thoee thinge. Did 
you ask tor them? 

Mr. Yo~: I have asked the British. Guese I 
had better u be .lrJI;r • MA7be I can get the answer 
quicker. . 

On Treae1117 Proeure•nt, CUrt Mack is doing a 
swell. Job in gett1ng into abape requlreaenta tor Yugo
alaYia and Greece . I &a gettlng Clift Mack ' s aurTe7 
·o. ~·a, passed by the British toda7, before we aend it 
oYer to Budget aDd get an allot.ent ot 110ner, because 
we ban adopted the general poliq on theae aaller 
British alllea, the Rorwegiana, the Greeks, the Turka, 
the Yugoslniana, that n will not accept a requisition 
direct trom the country unlen it h paued on b7 the 
British. 

~Jt: Row about the $212001.000 we sent onr to 
llack. 'a haJ!pened to tbat't lie •• told to go 
ahead and buy. The first order. 

198 

I will ask hia. (Placed phone call for Mr. Mack. ) 

Mr. Y~: The original idea •• to do all this 
stutf direct through the British and then it waa decided 
to salYe diplo.atic feelings to let the ca.paniea put in 
requlaitiona and baTe thea countersigned by the Brltiab. 

(!t this point the Secretarr apoke to Mr. Mack 
and record ot their conTeraation tollowa thia page.) 

• 
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R.II.Jr: 

operator: 

OUt ton 
Mack: 

R.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

H.M.Jr: 

M: 

R.M.Jr: 

M: 

H.M.Jr: 

M: 

Hello. 

Mr. Haolt. 

Yee, e1r. 

April 9, 1941 
10:09 a.a. 

Oood 110rn1ng. Mack, on tbat original 
order vb1ob )'OU got to bu:r 12,290 odd 
tbou.and tor the Br1tleh - the Azoa7 allted 
:rou to bu:r that tor thea - the t1ret 
order I NV. 

Y ... 

Rave :rou gone ahead v1th that? 

Yee, eLl', ve bave. 

Hov auob of that have :rou placed? 

We have placed about 1700,000 and the 
other• are 1n the proceee ot final 
negot1at1on and V1ll be completed ver:r 
read1l:r, that 11, V1 thin the next - •• 
hope that praot1oall:r all ot that V1ll 
be ooapllted b:r the end ot the week. 

I hope eo. Did :rou get a clearance cn 
the balance ot around 190,000 the t the:r 
ha4n 1 t OlMred? 

We bave tbat nov. 

199 

low, have :rou got an:rth1ng elee to work 
on vbln :rou're tbrough with th1e th1e veelt? 

Yea , e1r, ve bave. We baVI the Greek and 
Yugoelav l1et and thoee are qulte eub
nant1al. 

Hov auoh do the)' aaount to? 

Well, nov, the quantltlee that the)' want 
tor 1 .. ed1ate del1ver:r would be on the 
Greek l1at - Juet a aoaent pleaae - on 
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H. M.Jr : 

H: 

H. !I.Jr: 

!1: 

H. !I.Jr: 

M: 

H. M.Jr: 

M: 

H. M.Jr: 

M: 

H.M.Jr: 

- 2 -

the Greek liet it v111 be approX1aatelr 
15 million. That' s vith1n the next couple 
or veeka, and on the Yugoelav liet that 
would run about 1750. 000. ' 

Nov, does th1e oome the way the other does? 
Are you doing thie at t he r equest ot the 
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Army or are you getting it directly rrom ••••• 

I'm getting this 41reotly rrom Budget. 
!bat ie, on the Yugoelav and Greek liet 
Ph11 Young 11 going to Budget today, I 
understand. He evident ly bad eoae tallt 
with thea reeterday. 

He's sitting here with me and he'e liatening. 
R1e taoe ie eo I can't tell anrth1ng b7 hie 
taoe. 

(Laughs). Well, nov , ev1dentl7 or rather 
presumably we'll get a olearanoe rrom 
Budget today to go ahead and make commit
mente tor these Greek and Yugoslav requ.ire
mente. 

Well, let me aalt Phil. (Talke aside). 
He hopee to do eomethi ng th1e morning. 

Splendid, and ae soon ae ve get word that 
the tunde a.re avallebl e, ve'll ,go &head 
iuedl.atelJ on the Greek end Yugoelav 
liet. 

Clit, I'• going t o try rive daJ• e week 
until turther notice t o cell JOu up e.round -
between 10 :00 end 10 :15, eo you might have 
your etutt on Jour deek reed7 tor ae. 

I'll do that end that 1 e tine. 

I mean I'll try to oall rou every aorn1ng 
until th1e thing gete going around th1e 
time. 

All right, eir. 

O. l . It you get in eny trouble don't wait 
until I hear about it troa eoaebod7 elee. 
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)(: 

K.M.Jr: 

)(: 

H.M.Jr: 

)(: 

- 3 -

•o, I eure won''· 

Ooae and eee papa tlra,. 

(Laupa). '!'hank 70u. 

All rlgM. 

Oood-b7•· 

• 
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HW, Jr: i ll right , genta . Claee ie dismissed. 

oOo-oOo 
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lprU 9, 1941 
10zl5 a.a. 

RE 8.00: IIOLDil'G LEGISUTIO!f 

Present: 

Deleno: 

B.!J.Jr: 

Upham: 

B. lt. Jr: 

)(r , Delano 

::~til ... 
Jlr, Fole7 
)(r.Bell 
llr. Sberbonb 
Jlr, O'Connell 
llr. ll1hn 

Kr. Secretary, I don't thlnk JOU haYe aet 
ll'r . 11llla~. Be ia our expert troa the 
Pacific Coast. 

Bello, C7. 

Good aorning. 

I haYen't seen JOU (SherbondJ) tor aoae 
time. You han been out on the West Coast 
haYa JOU! Baa eYerJbOdJ read thla? 

Bell: I hann•t. I han Just started. 

Folt7: 

H.JI.Jr: 

Fole7: 

Bow do 7ou want to do l.t, Mr. Secretarf! 
Do 70u want to read it aloud? 

I don't want to read l.t. If aoaebod7 could 
read it . 

All right, I wi 11 read I. t. The aeaorand11111 
on top I.e aerel7 a dleousai on of plana tor 
the bearing and the parts different people 
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would pla7. That •• can leaTe until after
ward. 

Yea. 

204 

Before we atart, I want to ••1 that ao tar 
•• the examplea of aituationa where the ... 11 
bank baa been driTen out ot the co..unit7 b7 
the holding co.pan7, the exa.ples that the 
Ca.ptroller'a office faTe ua were ln connection 
with the bank of Aaer oa, and in those 
lnatancea the anawer, the complete an ... r, 
ia that we didn't han to grant a license 
to oren the branch and 70U don't need the 
hold ag co.pan7 bill to preTtnt expanaiona 
ot that character, So we haTe au.mariaed, 
rather than reciting, 1nd1T1dual oases of 
that character. 

Well, are 70u pertectlf aure on the law that 
he haa the right to reJect? 

!here ia no question about that. 

Since we haTe been there, C7 and -rselt, 
there haTen•t been &D7 granted and the7 
hann't slowed up this expanalon progr ... 

Jo branchea! 

Jone to the Bank of Aaerica. 

ADd Downe7, of course, ia on thia cowaittee 
and Downe7 will repreaent the intereata of 
the State of California. 

I think you han to tact aquarel7 when you 
appear before the co.aittee the responsi 
blllt7 tor the Co.ptroller' s office under the 
preTioua Co.ptroller, and I thi nk we will 

Regraded Uclassified



H.J!.Jr: 

Uphaa: 

Delano: 

H.K.Jr: 

FoleT: 

11.\I. Jr: 

- 3 -

juat ha~e to 117 that we are aaking no 
excuaea for that, that we found out what 
waa going on and chanced Coaptrollera and 
we ha~e got a Co.ptroller there now who 
haan•t granted a single branch for this 
kind of thing. 

205 

For the benefit of the California citizen 
n can saT, "Two 1hlt11 don't •ke a wron8. • 
(Laughter) 

Don't th11 e~er talk llke that beck in your 
offl.oe! 

1Jone tlla that. 

tcna UD4entand what llr. Fol•T Mana, 
Jlr. Secret&J7, when he waT• that there 
is co.plete diaoreti on in the Ca.ptroller's 
office about these things. 

I lmlllf 1t. We han alwa11 b11n explained 
wl th thia thing. Bow l.n the hell are we 

r.lng to explain that thaT e~er opened the 
- bank in '83' 

!bat ia right. You can't excuse or defend 
what wu d011e frca 'S3 forward untl.l 70u 
took acae actl011 in r11pect of the Coapt roller' • 
offloe, ud I d011't thi.Dk you can go dOWD there 
and aefellll lt. I think TOU will han to write 
that oft at the becinning. 

I lmlllf. We han bean through that. That ia 
the thl.ng that thaT han alnT• held up to 
.. ne17 tiM I ban atartea on tbil thing. 
I ha~e always said, -.e11, I won't aefena 
l.t,. but •• will r fornra &DJR7• !nl7' 
tiM I cet kind o nak-lm11d about it, C7 
Uphaa coaea along ana UPS" ae to go along. 
(Laughter) 
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You (Upham) can't shake the reaponsibili~ 
tor this. •J 

Well, ;you are not weak-kneed at the IROment 
so I don ' t need to urge you. ' 

.lre r.u? (Laughter) No, 111 lmees are all 
righ • 

Do rou want to atop aa rou go through? 

Sure. 

Sure, because thia ia obYiouslr onl7 a first 
attapt, IJid 7011 will want to .eke a lot ot 
ohugaa. 

I thought he might want to read it through 
and then go bact. 

"The bill under conaideration is designed 
to curb the extent to whioh banks insured 
by the Federal Deposit Insurance Corporation 
~ be controlled by holding co~&nies. At 
present the actiYities ot 1uch holding coa
panles are alaost wholly unrestricted." 

There is power in the Federal ReserTe , but 
it has neYer been exercised. 

It isn't etfectiYe. It is inettectiye. 

InettectiYe or hasn't been uaed . 

"In brief the bill, which would be aa.lnistered 
b7 the Federal Deposit Ineurance Corporation, 
would aake it unlawful, after June 30, 1944, 
tor lll7 company to own or control more than 
10 per cent ot the yoting stock ot any bank 
insured by the Federal Depoeit Ineuranoe 
Corporation, or to control in any IIILDDtr the 
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manage~~ent or policiu o! an insured bank. 
The bill also would confer upon the Co.p
troller of the Currency, with respect to 
national banta , and the Federal Depoait 
Insurance Corporation, with respect to other 
in.ured banks, the authority to Yeto the 
p.,.ent of exceaaiYt diYidenda by inaured 
bmka . 

"I fuor the enactaent of the aeaaure. Ita 
purpoae h to protect ad nfepard the 
banking etruoture which haa been atrengthened 
clul'llll the t!!~ eight ~art b7 the patient 
effort. of era ad conl'IIJIID.t alike. 
Tod-, baker• are cooperating wholeheartedly 
1D the national defeue procr•· It it be
oaue I nnt to help baker• and protect bank 
depoaitera, eapeoiall7 in the ... ll local banks, 
that I fuor leghlation to deal with the bank 
holding COlllp&n{ problea. To '111 alnd, holding 
oo~&n7 doalna ion ia a aerioua menace to our 
banking atruoture. • 

Juat ln line with that, I want to protect 
thl but depoaitora f i rat and the banker• 
aeoond. 

Right. 

"I do not intend to burden JOU -with an 
iDYOlnd diacuaalon of the nile inherent 
in holding coapan{ control of banks. In 
., op1Dlon there a no neceaait7 tor a aaas 
of teatlaon{ or for extended hearings on that 
aubJeot b7 hl• co.aittee . A •ub1tantial part 
of the ney excellent report of JOur co..U ttee 
at the close of it• •took exchange lnveati
gatlon was deyoted to the bank holding problem." 

Right there I wonder if JOU want to tell 
the coaaittee there ia no neceaait7 for a 
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••• of teetLaoor. That h real17 a utter 
tor them to deci •· You oan 117 that they 
are thoroughly faalli ar with it as the7 have 
rendered aver, complete report on it . Don 't 
rou think so? 

!Dother point, a lot or people on that 
ooaalttee want their 1a7, too. 

That h true. 

I would - I think Dan hu got a good point. 
1 .,uld put a question Mrk atter thet. I 
think thet ia a good point • 

.&11 right. 

•This aornlng, I want to discuss briefly, 
SO .. of the abuses in the OperatlODI Of bank 
holding companieD aa dlaoloaed b7 that report 
and, perhaps, bring to your attention further 
abuses not taken up at that t ime. 

·ODe or the greatest dangera involved in the 
upanaiOD of bank holding CCIIIpaniu h the 
ruultlng aonopollstlo trend in the bnlrtng 
flald. Konop{ ill biDklng is just aa Ticioua 
and tn•t as an agonistic to our tree deaocratic 
order a• it is in fields of steel, oil, or 
aluain'illl. The .-11 unit banker needs pro
tection against -opol7 just 11 1111ch aa the 
aaal.l. aanufaoturer. • 

.ana other field•. Dou the SecretUJ or the 
TreUUJ7 'ftllt to point out the inaustriea in 
whloh there are aooopollu, or just 117, •in 
other fields•? 

I don't know. I would queation it. 
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"Our recorde di aoloae eeYeral instances in 
which a holding co~any baa threatened to 
establish a branch of one ot ita oaptiYe 
banks to compete with a small, independent 
institution, unless tile inde~endent bank sold 
out to the holding company. 

Ie that word •captiYe" bank, is that a 
recognized term' 

It is new to ae. Doee that ca.e fraa the 
utili t7 field' 

Utilit, field. 

I don't mow where it ooaee froee. It aeeu 
to ae to prett, well deeoribe what a bank 
h in a hOld~ companJ ut-up. You use the 
word "captiYe" ainee in the coal field . 

I like it, but I just neYer beerd it. 

I DeYer did either. 

Do JOU like i t• 

It h all right, 11•. 

I thlnt it is journalietlc jargon, but I 
t&ink it is a aescriptiYI WOrd, 

I thought ao, too. (Laughter) 

It is all right. It le ju•t n ... 

•ID thla cODDeotion the etate .. nt of the 
ppesldent of a aaall independent bank, takiD 
froa our files, ia pertinent. Be said, .... 
lt now appear• that a aon h being ude to 
atte..,t to 1oare u• into ulllng out against 
our own wl•he•, or the alternatlYe, to be 
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obliged to co~ete with this bank in a 
branch to be established here if a charter 
can be procured. '" 

You usually put a footnote , don't you, of 
where your quote is taken from1 

well, it is taken from the files. 

Gl~e the n ... of the bankero 

Yea, in the footnote. (Laughter) 

21.0 

"A II&Dilfacturer in the aue c-\t7 wrote, 
'Thera is a feeling in all claaaas that the 
petition of the large branch banking lnatl
tutiOD for a branch in thla clt7 is a ' aqueese' 

i ll1 calculated to force the aale of our own 
!!dependent bank. • • 

"After a bank bas been absorbed into a holding 
oo.pan7 17stem, it is expoaed to the danger of 
intragroup deals at fictitious ~•lues. This 
la aalf-deallng. It ia the t7Pical holding 
oompan7 praetice with which the public became 
falliar in the Ivar ICreuger and llclteaaOD & 
Bobblna oa .. a. • 

I raiaed the question that Kcieaaon & Robbins 
is not a holding ca.pany. 

How about Aaaociated Gas and the ODe in 
!.'hloago? lhat is that? 

Inanll, Samuel Insull. 

Why not instead of using that, uae Inaull 
ad Auoolated Gaa1 

0.1. All right. 

All right? 
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Foley: Tea. 

H.U.Jr: 

Fole7: 

"It is particularl7 t.portant that banks 
and their deposi tors -- • 

The State Department would object to using 
a Swede right now. (Laughter) 

It .tght haTe retaliator7 effect. 

•rt ll partlcularl7 l~ortant that banks ad 
tbllr 4epo~ltora be protected agaln1t it. 
•• a 'blat h i n a holding COIIp&liJ 171t•, 
Jlll frequatlf uaed to keep 1fioat the wak 
atflllatea nte1::!iea ot the boldi.Da oo.p&DJ. 
1hi1 11 4oae b7 ing into the Caplin bank, 
4epnolatea real •• ate or other a11eta of at
flllat••· The bank is forced b7 the holding 
Oo.p&DJ to p&J floti tious prices tor these 
&11et1 lD or4er to ball out the affiliate•. 

•'fbi bank boldine company tends to drala the 
re1ourcea· ot the banks in the s7etea in order 
to aalatala the dlTidend polJ c7 of the hold1ne 
• i'n7· 'rhe •lntenance or the market nlue 
of t1 1toot i1 tandamental to the continued 
"'atw &1111 growth ot a bank boldine C08p&JI7• 
!ba Talue or that atock depends priarilf 
-.pc~a the dlTldellia paid b7 the boldine cc.p&liJ, 
.Uola 1D tUJII an made up troa dhldeili paid 
to thl boldine CCIII(IID7 b7 its subddlarJ bub. 
!ba renlt h thlt the bank boldine co~ h 
f~atlf ao . ...,h concerned with •lntilDlng. 
Ia •4t.inlahe4 fi ow of dl TideDdl frca ih 
eoatroUea bab, tbet l t is 1mwilliDc to 
neQIA!se tbe 4ancerous effect of a exceaaiTe 
4hlae.a pollq upon the aoundnea• of the 
banta. The lnnatigation of rour COIIIittee 
dlacloaed 4..._.ntar7 eTidence Of the atronc 
preaaure ~ holding companies lD Detroit to 
0011pel ooa\rolled banks to PIT dirldenda lD 
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excess of the amounts dee~d adTisable b:y 
the bank directors. ETer since 1933 the 
office of the Comptroller of the Currenc:y 
has endeaTored to perau&de one large national 
bank controlled b:y a holding co-.pan:y group 
to reduce ita diTidend rate. Inatead the 
diTideDd rate haa ateadil:y increased from 
6~ to approxi.atel7 20% at the preeent time. 

•The cosplicated structure of a bank holding 
oOII()anJ •7atea h a conatant temptation to 
nasion and circuanntion of the bankiag 
lan. Senral {ear a ago the national bank 
uaainers dirac ad a large natiooal bank 
controlled b7 a holding coapan:y to charge off 
aoae $35,000,000 of bad aaaeta. Such a charge 
off b7 the bank probabl7 would haTe necessitated 
suapension of diTidenda b:y the bank to the 
bolaing compan:y. To aToid this possibilit7, 
the bank entered into a aeries of unjustifiable 
inter companJ ~ deala . Instead of charging ott 
the $35,000, 000 of assets, the bank turned 
them oTer to an affiliated compan:y, which promised 
to pa:y the bank $35,000,000. This deal left 
the affiliated compan7 holding the bag. To 
rescue the compan:y, the bank deliberatel:y wrote 
up the Talue of its bonds b:y $14,000, 000 -- a 
purel:y paper transaction. The bank then credited 
this pumped up $14,000,000 against the $35,000,000 
owed b:y the affiliate, in effect excusing that 
mch of the debt. Thua the holding capan:y 
forced the bank into a aeries of aeTioua, un
sound deals in order to keep the diTidenda 
flowing to the holding col!pan:y. • 

That so far is iood. The "bank then credited 
this pumped up. Something elae. 

Inflated'? 

All right. Better uae aoae other word. 

Regraded Uclassified



1'ole7: 

Kuhn a 

H.li.Jr: 

1'ole7: 

Sherbondf: 

H.li.Jr: 

Fole7: 

H.V.Jr: 

Fole7: 

• 

- 11 -

Tbie fourteen million dollar write-up. 

Yee . Inflated, ewollen --

SOMthlng . 

Watel'ed. 

Bow about the worda, "flctltioue ..oaat•t 

lt h eu7. Go ahead. 

213 

• 

-yOUl' eo..ittee l'lpol'ted that cel'taiD of the 
bank holding co.paniea inYeatigated delibel'ltelf 
pnp&Hd theil' atat~MDh ad l'eporta in auch 
a fol'll aa to Jlianpnaent th1 l'eal condition 
of theil' co:ltl'olled bauka. The expll'ienoe of 
the office of the Co.ptl'Ollel' of the CUl' l'enoJ 
haa shown that the atl'uotul'l of acme bank 
holding OOIII{laniea h ao oontuaing that lllequate 
examination and superYiaion of the national 
banka controlled b7 suoh 0011paniea is at tiau 
all but t.poeaible. 

"One of the prnalent aethoda of abusing the 
tunda of a bank contl'Olled b7 a holding co~&Df 
is to force the bank to lend aoneJ to the 
holdlni: cOlllpany or to JUke loans on stock of 
the holding compan7. One of the euiut ft71 
for the holdinf COIIp&nJ to aeintain the aarket 
price of ita 1 ook ia to baYe the bank lend 
aone7 to friendl7 persona eo that th17 can bUJ 
the holding oompanJ' 1 atock. 

You don't want to glYI that ex~le of the 
Half Koon --

Paganucci? 

• 
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And he had to b117 t hh •tuff. 

We thought allout Ulillg lt, Kr, Secreta17 
but tha~ caae fra. the SEC and didn't c~e 
frca uat and the OD17 thing that we han 
in our rllea on that 1e a aeaorandua ol a 
ocmference at JfiV hou.ae baolt 1D '38 attanded 
b7 Cheater Lane 1114 Claranoe Oarr and other 
people !rca the SEC, ao we do4f han that 
ileal in 0111' fllea, fOil 111. It h oab a 
aHa.cl-'balld rapi'Oduotion of the deal that 
we han. 

••~1 R ll&de OUI' fllu anilable to th•. 
II tlliH ID7 nuon thef ahouldJI' t aalte 
theira anilable to ua? But JOU don' t think 
it ie DICIIIII'J? 

We can reoonaider i t 1 but we dlcbl' t put it 
in here beoauee ol tnat fact. 

Suppoalng thq ea:r, •ai n ua an example. • 

We han got an eUIIple. 

All right. 

.,or ezaaple, the f onaer Rational Bank of 
(anblck:Y loaned approxiaatll7 $5,800,000 ol 
ita tuna. on etook of the holding c~ 
which oonti'Olled the bank. 1ftwl the hold
ing ca.p'DJ collapaed the bank auttered a 
loaa of &I.oat $2,000,000 on thoae loana.• 

And that geta it &RJ fro. the Trau-Jaerlca 
thlq and geta 1t on to another holdlnc 
o,.,.v. 
'l'bat h right. 
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"Jlthough existing law reatricta loans bf 
a.aber 'lianka of the Federal Reaene S;rstlm 
to executive officers ot auoh banks, the 
spirit of the law ia frequentl:r circumvented 
b,r loans made to officers and directors of 
bank holding caapaniea or affiliated lnteresta. 
I hava in mind an officer ot a corporation 
affiliated with a bank holding ca.p&DJ who 
had inadequ&telJ lecured loana Of OVIP 
$'1,000,000 outatandlng at one tlae fra a 
bulk controlled b:r tu holding oaapan:r. • 

~t ia the A. 0. Stewart aitaation. 

lou don ' t nnt to .,, ".lt tu t1u he •• 
CbiJ.PUD of the Fedal'al Reaena at San 
Franolsoo"'l 

That h bringing 1n another tight. 

I have got t o bruah up a little bit on this 
stutt, but I rllllaaber most of it. 

"The tact that bank holding companies list 
their stocks on national exchangea ia an 
ever-present menace t o the bank• controlled 
b,r the holding c<11pani11. Declin11 in the 
market price of the holding caapan:r stock 
affect the public contidenc!t not onl:r in 
the holding COIIp&DJ, ' aa a cuatlnct entit:r 
but 1n each and enr:r blnking unit of the 
whole, regardless of ita OWD inherent sound
nasa .' (page 284) 

•strong banks in a holding Ooapt.D1 group 
are often endangered bJ weak bub. AI :rour 
Committee succinctl:r expreaaed this criticiam: 

"'The moat patent deticienoJ in group banking 
h that the group h onl:r 11 strong aa ita 
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weakest unit. • • • f~en the shock of 
adverait,r * * * dislodges confidence in 
any one of the units, the entire structure 
is destined to collapse. Unit banks which 
might otherwise have survived are doomed 
because of their affiliation in the public 
mind with the weaker un1 ts . • 

".lfter ita careful investigation this Com
mittee concluded that: 

•• • • • Little justification, economic 
or social, exists for the holding Ca.p&DJ 
aa ~f!aently constituted and concluctea. 
Bol g ccapaniea, whether 0111plo;red in the 
banking, public utilit7, or railroad field, 
han been cataatrophio to the .American 
public.' (page 382) 

21.6 

"The intensive investigation made b7 this 
Committee in 1934 and the very positive 
condamnation of holding companies b;y ;your 
Committee in ita monumental report, show 
that legislation is needed to end the domi
nation of insured banke b;y holding CCII!Ipanies . 
And nothing hea happened to diminish the need. 
In fact our experience in more recant ;rears 
will, I believe, land additional support to 
that proposition. 

"The Lapelling neceasit;y for bank holding 
company legislation was made increaaing}J' 
clear aa a result of recent difficulties 
which the office of the Comptroller of the 
Curranc;r, in cooperation with the other 
Federal bank supervising agencies, encount
ered in the examination and supervision of 
one of the largest national banks, which is 
a unit in a complicated holdi.ng oamp&n7 
•r•tem. I refer to Tranaamerica Corpora-
t on and its relationship with the B&nk of 
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America. In that case the value of the 
holding company stock Aepended to a marked 
degree upon the dividends paid by the bank 
to the holding company and many of the 
financial transactions of the holding 
company group involved the queationa&le use 
of funds obtained from the b&nk. • 

217 

I will come back. We want to think carefully 
whether we want to say that and name names . 
That is the first time you have done it. 

That is the first tillle we have JWled them. 

I just wonder whether you want to do that. 

"The b&nk, under the domination of the hold
ing company group, refused to follow recom
mendations and directions of the CamFtroller 
of the Currency to reduce ita exceas1ve divi
dend rate, improve ita capital posi t ion, 
charge off certain losses set up by the 
national bank examiners, drastically reduce 
excessive loans to the holding company--• 

Just a second. Rewrite that page so I can 
have it without naming the names and see 
how it looks . I would much rather say, 
"Well, I don • t know whether I ~t to tell 
JOU. • "Well, we want to know. • "\'Jell, I 
don' t know. • ill right. Than reluctant~ 
I tell them. 

O.K. We can do that. 

Reluctantly? 

Reluctantly-. 

They would ask you anyway, wouldn't they'? 
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Oh, they will lal011 f.11111&7· 

J.lost of the man there will lcnow. 

I think we should put up a little fight 
about it. 

You can make sure that they will &ak. 

Well,_ I don't think you ought to mention it 
at thls time . i don't know you mey h&ve 
reperouaaions in the att .. pt of the Securities 
and Exchan$e Commission to settle their dif
ferences 1r1. th th ... 

.lre they settling th .. ? 

I understood they were trying to. 

I think that they will approve this . We will 
clear it with th .. first before you do it. 

U1 own first reaction is to tell the story 
and don't mention the names . I think it is 
just as effective, and if they want to kn011 
the Dillies, we "can tell them. It puts it on 
& higher plane. 

• . ... holding cmpaDf and affiliated and 
allied interests, eliminate excessive real 
estate holdings, and take other steps con
aidered by the Ctaptroller of the CurrenCJ 
aa necessary to protect the soundness and 
atability of the bank. 

•same of the aanctions given the Comptroller 
or the Currency under eiiatlng legisletion 
are ao weak th&t their uae would hen bean 
ineffective, while others ere so drastic 
that their uae might have done excessive 
injurf to the bank. Consequently, for epprox
illlatel)' three years a tug of nr went on 
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between the bank on the one hand and the 
office of the Comptroller of the Currency 
and the other regulatory agencies on the 
other. Finally, as a result of constant 
pressure over those three years, the bank 
agreed to make a number of the changes 
insisted upon by the Comptroller of the 
Currency, althougn it did not agree to any 
reduction in ita dividend rate of 19 .2 per
cent. Althou~ it is believed that the 
changes agreed to by the bank, if faithfully 
curled out, will grea tl;r benefit the bank, 
it is probable that the continued doaina
tion of the ba.Dlt ey the holding ccmpany group 
will lead to further difficulties. 

"It ie potentially dangerous , when the future 
of acme of the largest banks in the countr;r, 
aa well as thousands of snall banks, is 
tied to the career of a few holding companiee. 
Banke are established, not to--" 

Exouae me again. On the bottom of page 11. 
I would rather leave it saying that we have 
done this and up to now they have been a 
good boy, that idea, and not say, "The hold-
1Dg oaa~ group will lead to further d.i!
ficulties . I don't want to say that. 

ill rignt. 

I 11.ean, everybody has agreed that for the last 
three •onths or ao they have--

Yea, they have improved the bank. 

They have improved the bank, and I don't 
think this wlll weaken it. I wl!l have some 
other suggestions to make. But that thi~ 
of leading to further difficulties, I don t 
want to leave that tone. I would much rather 
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aa7, "We have done all thia, and we find 
recently t he7 have been cooperating.• 

You do understand there is one point that i s 
still left out there, and that la in the 
process of being settled, but it is not 
settled 7et. 

If 7ou want to sa7, "Not all of our diffi
aulties are settled. • But I don't want to 
aq, "Well, now, we have done all this - • 
I aon•t want hia to sq that we han doae 
all this and llorgenthsu h foreoastillg, and 
he will aq, "We han tried. lo Mtter 
wbat •• do, it will lead to difflaaltiea.• 

220 

I th1Dk it puts ae in a weak position. I 
wauld rather lean on the aide of sqing 
saaething a little bit too nice about hia, 
than to give him a chance to 8&1 - grab that 
sentaoe, "No matter what I do for that ao
&Dd-so, ••· can't settle it." And I han 1_0t 
an interesting thing to sugge1t there. WbJ 
11 he ocaing up if he thinks he h auoh a 
nell gq - it 1ou r ead hie hiat~, it 
doesn't leave aD1 doubt, but I don t want 
to aq, "Bo utter what he doeal the fellow 
ien't going to be good. • '!'hat 1 wbat I 
think, but I don't want to aa7it in writing. 

I think that whole laat 1entence oaght to 
oaae oat of there. 

Yea. 

!Gil oan a&J, 8 'fhe changes made han greatly 
.t.pronll the bank•. • 

Tllo 

Bllt the dirldani rate hasn ' t been reduced. 
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Don't you think it has, Cy? 

\'/ell, greatly. They have more capi ta.l, yes. 
They have better protection . 

Well, I think we ought to leave it on this 
tone, that the situation has improved has 
steadily improved, say for the last three 
months or last eix months. 

That the diTidend rate hasn't been reduced, 
end that still ties in with what you han 
a.lreaq said. 

That ia all right, isn't it, but the diTidend 
rate hasn't been reduced end certain other 
difficulties haTe not been eliminated? 

I just wanted to mention that one so you 
would be clear . 

That is right, and certain other difficul ties 
baTe not been cleared up, but there has been 
an illlpronment . 

Very defini tely. 

You could say, •rn any cue, it ia potentiall.J 
~rOlla when theae banks are tied up this 
~-· 
Hot there. I haTe got en idea on that which 
I want to giTe later . 

"Ba.nks are established, not to nurture holding 
oaapaniea, but to aerTe the depositors and 
the general public. The Federal Goverument, 
as ohartere~1 examiner! and supervisor of 
banka, has tne reapons bility of taking every 
i:!:!~!e step to assure the soundness of such 
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Assure? 

I wondered whether the Seoretary ought to 
say that the Government was an assurer. 

I am responsible for that. It is theoreti
callf aasured. The banks are assessed. 

I think that ia all r ight. 

You f ellows settle that. 

"The various agencies intrusted by Congress 
with that responsibility cannot function 
effectivelf unless Congress enacts legisla
tion conferr ing adequate powers upon such 
agencies . 

222 

"In 1938· an interdeparbnental committee can
posed of representatives of the Board of 
Governor s of t he Federal Reserve Systen, the 
Federal Deposit Insuranoe Corporation, the 
Reconstruction Finance Corporation, and the 
Treasury Department gave considerable atten
tion to the bank holding company problem and 
r eached the unanimous conclusion that the 
operations of bank holding companies should 
not be allowed to expand, that the principle 
of bank holding ccmpanies ia not in the beat 
interests of the country and that saaething 
should be done about the:~. The opinion of 
that committee was cazmunicated to the 
President. Shortly, thereafter, in his mea
sage to Congress, on April 29, 1938, the 
President recommended the enactment of bank 
hol ding company legislation in the follow
ing language: • 

You can skip that l anguage. 

! 11 r ight . 
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"That waa alaoat three TIUI ago. C1111gre11 
ha1 not Jet taken &Jil action to deal nth 
the problem. The bill lm4er dl•oullon 
carrie a out the Prelidmt • 1 reoCIIIJimdlt101la. 

•same IIIA1 a11ert that cluaolq the prtBmt 
oriels, when our energ1e• are 0111tered pri
-.riq on utter• ot utional detm .. , we 
han no tiae to deal w1 th probl.. e11entialq 
daeatic or to 'IIOPPJ' about iaterul retONI. 
&t Wlha~ nmtl abroad han ude 1 t 
ablmdan clear tbet a ution h lllteb to 
collap1e raa weakne1ae• iD it1 iDteraal 
1ooial and econaaio structure u it h tra 
ezterul toroea. Whether the daooratio 
tor. ot f.TeMileDt will 1111'1'1Ye d9enb to 
a large egrt1 upon ih abilitJ, dilriDg 
aatioDal and iDterutiCIIlal orlae1 to con
tinue to protect the l1Ye1, the r{gbt• and 
the iDtereata ot ita citiaeaa, not~ 
agaiaat oppreuion traa abroad, but agaiDat 
oppreaaion frCIIII within. Dcaiaation b7 econoalo 
or financial oligarchiea euoh aa bank hold-
~ oomp•nlea, ia iD 1aae re1pecta juat aa 
una:•ocratic and oppreeain u daalnation b7 
a to tali tar ian gcrrel'llaent. • 
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That hour lead. I wut to atut ott with 
that. I wut to atut, JOU 111, with thh, wad 
thu I wut to ea7 thh, 10 that tbl entire 
thl, lm't on Coagr .. a. I wut to ••1 thh, 
ucl han I next wut to atut with thh thlll£ 
hare. •Sou 1UJ aaaert. • But oertalll17 thla 
1aat pqe oaua tlrat, Then I wut to aq, 
vtok up aa.e leDtenoe troa thla report ana llf, 
llcbt JIUI hue pual4 alnoe thla eo..J ttee 

.Ua a YII'J :ritloant ana oo.prahenal't'l ucl 
btalllpGt ao forth ud 10 • report, and 
I, u SioNtUJ ot tbl fNaiW')', u- part ot 
the bl_, 1t there 1a to be UIJ bl-, that 
I .... a•t pNaaed tor "'' la&lalatloa harder 
thea I haft, • 7Vll •••• •and tr• to. a., that 
thla report wu vittan1 _ doa to li88 1llleD tJiil 
PNal4at aat up thla tiUD£ lD April, '88, no 
utloa wu takeD b7 altblr and ol the .lnnue, 
'but oa .lpl'll 29, •sa, tha Praaldent did aand 
tba following ..... ,e, and tr• that a.,. to thh 
aothl, hae happened, and thnetore I aa haN 
toaq o Nlllad the COJI&raaa that three ,. .. ra 
ha't'l paaal4 alaoa tbl PNaldent amt thla •aa-
11•• eD4 lihUe I raalln that no tl• 1a a r.od 
tiM tor a thlD£ like thla• • I ••• that 1 
llhat 111ople •I( • thla 1a the thought that J'Vll 
bancl t pt, The NUOD wb7 I thlak 1t la a 
p4 tl• h beomae our banking atruotuN la 
atroagar todq than 1 t haa ner beta ill tba lut 
tm ,. .... ana that h the u- to -· -· 

-n.. bproY-IIh • • 

... , •t~w I.Jiproy•ah ID4 aot to walt lllltll we 
&1'1 fuM nth IOODSO raooaatrultlOD, and tha 
all Of th111 thl11g1 1 the II defaob ill OUJ' bUlk• 
lq qat•, beo0111 of aajor l~~portuoe, and I 
&I'Uit that th17 are not of aajor illportanoe now, 
'liut thla h the tl.••· 1D good tl••· to ao 1t ana 
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DOt to nit 1mt1l we ban an eooa.J.o oollapae. • 

Do rou •••? I WIDt to etreoa tbat. 

• .bd 1t 11 tiM DOW to prep&l'e tonrd the dq 
'llhlll there ~ be_ peaoe u4 when we won't be 
IPIIld!Dg theee billlou for the nat1oul. de
£eue, aDil the ltrah will agah be on 0111' 
benkhtc qet• for the l'lldJUtaent period, u4 
therefore I - to 70U todq, • - I W~Dt to 
1tP111 thh - .... th1 ~ ~lt .. h the 
belt it Ul ITer ben, 1114 I dOD1t WIDt to 
•it atll Wa terr1f1o ltrah h again thrGa 
oa 1t 1114 the ea.ptroller'a office 11 t....a 
witla a nle to regalate tlaeee thlna, and 111t 
buD 't got the ~r to tell a fell• uot to 
~ the d1 na..aa. • 
'!'hat 11 the thhg whioh 11 aieliac whloh I waDt 
to get ill, &114 I nuld like to get tbat 1D at 
the bernn!ng 1114 than IIIDIIlp &pin on that .... 
tCIIll a the aa. What do 10U think? 

m rs.pt. 

Taa "'• Wb,r do 1t n.Y Well, the reaaoa we ... 
doll~« 1t ..,. 11 •beoauee the bnthc atnotve 11 
1a tJie beat ahape 1t baa """ belll, bat w oan 
He the aq 'llllere fOil ld.U apia be foroea, u 
;roa .... 1D '82 1114 •aa, 1114,.. b&Tin't got the 
wb ta of ooJatnl to wrk wi tho !be tiM te 
do 1t b ill good tiM a Ull1 DOt in bad tiMio w 

Daat 11 the th1q 'ltdoh 11 aiaaing. Ferdie, do 
,.. 11\:e it? 

aa. •• 
What do fOU Wllkf 
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'!'here ie one ~ in which rou will han to 
modif7 that. iller that l934 report, ot 
oour11, the Congre11 ella pau bW-holding 
OOIIIP&J!1 legislation, in the Ballking .lot of 
1935, which I think waa considered by the 
Inter-departmental Banking COIIIIIIlttee and 
aiproTed. Of OOUl'll, that haan 1 t been eftec
t Te, but WI oan•t aq that thq didn't do
that neither and ot the J.Taue did &JI1thing. 

Well! .U:e ., atet-nt teohnlcal.q correct, 
bat t is the tone which I ftllt to get, TOll 
'"· "b do11 IIDrgenthau - up here whd 
WI are allwo~ &boat national clefeue uc1 
talk &bout • W aDnOJ Ul with & thing like 
th11, • _fOil '", "'!!111 clou he &DDOJ ua with a 
th1JIC like th11?" 

Well, the thing ia that .I &II a hundred percent 
1inoere that the tt.e to correct eTila is in 
good times, not to wait until the thing has 
oruhed and han an innatigetion a1. to wb;r we 
had the crash. I ftllt to clioin ho1118 the point. 
!he tille to do it h when things are good. 

Dan'l 

I agree • 

.lDd not 11 t &l'OUild, and the one other thing 
which I ftllt to see, I would like a reference. 
You haTe got certain controls with the Federal 
Ruern Board which they hann't u11d. J.re rou 
going to lean those there'l J.ren 1 t you going 
to point out so1118thing about that! I &II not 
ooneoioue that rou point out the tact that thq 
haTe got this licensing control. 

'l'hq han got TOting pel'llih. 

I don ' t 1ee 1lbT WI don't point it out. 
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That 11 011 •• orpn1aatiou. 

lJq holaiDg ~, in ord.er to TOte the atook 
ot it• attfliate. 

I Ia not twllar with the la•, but I thought 
that thq took action UDder that. BaTe thq 
got &1Q' powr to UDclo it? 

S.e, tiM:r O&D Ulldo it DOW. !hq •ere gr&Dh4 
thla Jdlll1 ol lloeue a lODC tiM ago, mil thq 
are operatlq llllller that lloeDH. 

'nlat 1a one ot the ooatiAgata that he -a. about 
thla aitutloa. 

Baftll't I pat 111r tlDger on •caethiug that h 
DOt laol1111H iD hotret 

T11, 1t 7011 DDt to me an attaok on the Federal 
IWIII"ft Boari. 

Tou pat tho•• th.lng1 10 Ol'lld.eq. (Laughter.) 
I Jv.lt want to eDllghtiD Coll(l'lllo 

!hla ltgblaticm will DDlllfT thlt whole TOtillg 
penlt q1t-. 

I think that lhould be poiDtecl out. Here b the 
thing that 11 l'IJDDIDg throQCh 111r lliml. The 
Peclanl Re11ne -• up. tet' 1 eq thq are 
ltupid. IJIOUSCh to oppo1e thil. 1Jell, 'Wb.T do thq 
oppoll it? -..u, .. pointed. out lii!T· lh't.t~· 
_. thla ~. th., _ oould haTI clou thi1 , 
tMJ' 41D1t 1Jo &IQ'thiDg about it. '!hq hiTe hid. 
~lpt JMI'I to 4o it. !hq had. 1.0. Stnart &I 
CbilJollm ot the Fecleral Reaene Board., Uld the11 
t.U... han hid. thb thing, Uld thl7 oould. haTe 
ooatrollecl it at &IQ' tiM, Uld thq UclD't do 
it. 'Diu'etore, n th1llk after elpt Jl&rl - wbea 
WH U.. giTDltf 
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I thil'tT•ti T8 • 

'rhq ban bad lix yeara to do thia thillg. 'lbq 
bann' t done au;rthing. Now we want that power 
gl nn to the FDIC and the Co!llptroller' a otfl ce, 
but I thiDk untlon ehould be ade ao that 11hen 
the Fed -• up thq will aq, •Ch, well, thq 
are juat - that ia aour grapu, • you aee. "JI:Ir
gen~ aaid thq could han done it for aix 
7'U'I, IJid the7 didn't.• 

I th1Dk it ought to be worked in in a nq nice, 
cateel IIIJIJllr. 'lhat? 

Yea. 

IV do rou .. t thia? •u the Federal Rnern 
dia a .. ~~ job. • You baTe juat got to point out 
that ~ han had thia 1111tlior1t7 for eb: J8U'I 
a.nd di .. t do u;rthing with lt. See 11hat JOU can 
do with lt, willrou? 

Yea. I waa thinking about the tueation of what 
aort of power thq real}T bad aDd how thq applied 
lt. It rou want to look into that a little bit. 
'!'he th1Dg waa pt'ett7 •oh - the power - aa it a 
atroag power that thq lladf 

Ch, I think ao, JU. 

You ..u the power to diJV' TOtlag pel'lll. ta? 

I think ao. 

Rneaber 'llha wa at up nipta OD that, CTl 

Yu. PlentT authorlt7ln the la, don't 10U 
thiDk? . 

Tu. It h poor adw'niatratlon. 
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Let's look into that, Outside of that I can't 
thinlc of &I!Tthing. It 1a a perfectly ~ell 
sh. tement. 

Of course, they are about to spring a aulliise on 
us. They are Just about to hold offioia that 
Trana-America ~~ a holding companJ affilia e of 
the Bank of America. 

Who 1a •they?• 

Federal Reaene Board. You see, that has been 
in dispute for aneral yeare and --

~be thb will bring it about. 

I thinlc they are right on the point of holding 
that offieiall,y, 1M then 'l'rana-.l.merica will han 
to get one of l:ht~e holding CO!lpall1 pel'llli h, 
&Dd it we do thie, they will immediatel7 get 
.... ,., fii'L 

W.ll, what il .., ou:ct? ~ object la good 
daiaiatratioa of banki.Dg 171tea. 

!hat ia right. 

!bat 11 what I want. And it, aoa8how or other, 
thq han heard of thh and this forces their 
hu4, what the hell? 

lbea c1o fOil 'IIUlt to aee ua again'l 

• wlll jult find out. 

Jluokl.q 11 Pill'• He h doa in lllu.l, PalJI 
Beach, or aomewbere. 

We will let Glaaa handle thia. Now, haTe you 
thought OYer how w will do thia? 
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That. t ie that memorandum on the top, lfr. Secre-. ary. 

Is it the Canitroller, . Crowle;r and I? 

Yea. The question is whether we would «&plo;r 
some other teatimoDJ. 

I don 1 t know. I thillk !l;r the tiJM that Crowlq 
and Delano and I talk, I think that is enovp. 

That is what we thilllt. 

It will lose it• effect. 

tee. Sa.boq will han to tell the .tor;r of 
the 8aDk of .bulrloat_ because that will 0011e out 
11hether ;rou N.T it 411'1otlY or wait frsr th• to 
'brlDg it out 1i1 their questions. \'lhoeTer h tu 
beat fallow 1n th8 Caaptroller's Office to do it, 
1t ought to be 1omeboq who aotuall;r ll&de the 
flamlnatlon and 11ho hae_personal lcnowledp of the 
tl'&ll.ll.otiou and can tallc with ease and with -

We haTe a -.n. 

Who would that be? 

It would be e1 th8r Jfr. Sedlacek or lfr. 18 11 t •••· 
'!he;r will be at 11r elbow when we are te.tibiu, 
and w will be able to take care of the teoha!Oal. 
upech of it. 

I would like to 1ee a oow of that report of the 
baDit holdlDg MPP'IIl' thiDg, the '83 report. 

BaTe ;rou heard how the notes are going? 

lo, the bank •• TIJ7 good. 

I thillk it 1e a lftll lltatiiMllt. I think 1t oOIUcl 
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be OODdenaed a little bit ~re, Blue pencil 
it, Ferdie, It ia a little repetitioua, 

(Mr. Radl~ entered the conterenoe,) 

How 1a the opening? 
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The aenn-eighths 1a opening at par tweln to 
11xtea, and the ODe &ad one eigllth h1111e at 
par twney to twnt;r-tCIIIJ'. These are both 
uottiolal quote1, llat the{ look lllte th~ will 
ltt.7"for thj au ana that • pretty close to 
wha\ ... had lltlat.a. 

Te17 olo11. 2hak 7011• 

ftt l'loeptlon 11 ft17' ta't'Ol'lble. They thinlt it 
11 pod. 

(lrl'. Wlq lett the oontei'Uloe,) 

I 4Cil1t want to tie rr117boq up. I will aslt 
hia. · I will tell hia that n are read¥ aliT ti. 
btg1nnhg with Jlon4q. 

!he-

• are rlldT &Jil' ti. Jlon4q to tutif1. 

to etaJot the htarlnge? 

t ... 

lw, lrl'. SIOI'tt&J7' -

.. will •tart &Jil' ti. lltpmrlng lfonclq. 

.. are preparing a .tattMnt in collabontion with 
the•• gentl .. en here --

(felepJaone ooDYer~&tloa with Mr. Sal th, ae0l'lt&J7 
to SeutOI' Gla11, toU....) 
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B.M.Jr: 

Hello. 

April 9, 1941 
ll :07 a ••• 

Senator Glaea ie in LJnohburg. I ba•e 
llr. 8c1 th. 

Yee, Mr. SeoretarJ. 

How are JOUt 

I'• tina, air. Hov are 70u, air? 

rine. Kr. Saith, I Wi~h JOil OOuld get i n 
touoh With Senator Glau and tell hie 
that &nJti•e beginninc With tbia ooaing 
Mond&J we'd be rea4J to atart to teatif7 
on tbia banlt holding bi ll. Beet 

Yea, lir. 

And what would hie pleaeure bet 

All right, air. That' • the aubooamittee 
ien't it? 

I euppoee ao. 
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I don't know whether Wagner ie back or not. 

Well, tbe7 tell ae Wagner ia quite aiok. 

Yea, I'• afraid he ia. But if it 1 e the 
aubooaaittee, wbioh I'm aura it ia, the 
Senator can go ahead Wi th theae hearing• 
Wbane•er JOil are rea4J. 

Wall, we'll be read7 an7 t1ae baginninc 
lloD4a7 &Dd when I e&J we, I aaan Mr. Delano, 
Ill'. Oro1tla7 and I. 

All rilbt, alr. I'll let JOur ottioa 
tnow. 

Wlll JOil do thatt 

Yea, air. 

!baM JOL 
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ltuhn: 

Foley: 

H.ll. Jr: 

Delano: 

H.li.Jr: 

Bell : 

H.ILJr: 

Bell: 

H.li.Jr: 

Bell: 

H.ll. Jr: 

Bell: 

B.ll.Jr: 

• 
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Does Crowley know, too? 

SomebodT ought to tell Crowley. llt.Tbe we ought 
to ct.ll him. 

Somebo~ ht.a got to tell Crodq, 

I lfill et.ll hila up Jll3'1elt, Well, I 11Ult to do 
thia agt.in tomorrow, I would lllte to aeet lfith 
you gentlemen t.g&in to1110rrow at elenn. Is 
tht.t crowdi.Ju!: 7ou too soh? l'ould 7ou rather 
ht.n 1 t in tlie &.tternoou toaorrow? 

.ltternoon, 

Tea, &tternoou lfill gin us a little aore tiM. 

Three- thirty t a.orrow &tternoon? 

Tht.t 1a t.ll right. 

Three-thirty to1110rrow &tternoon. I think thh 
1a good1 Dan. Han 70u got a copy so that ;rou 
oan loOk this oYer? 

Yea, I ht.n got a COPT• I just hadn't ret.d it, 
that 1a t.ll. 

Wll170U? 

Yea, 

I Y&lue 7aar op1111on on thla. 

It 1m't worth soh. 

Yea 1t h . 

I lfill ret.d it onr . 

But it rou 0t.11 change th&t tor me ud them ~ 
iae &g&in on the same tone, eTen it 7ou repet.t a 
litUe bit at the eDAl. 
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TREASURY DEPARTMENT 

INTEit OnlCE C0MioiUNICAT10N 

Secretary Korgenthau 

E. H. Foley, Jr. 

DATI: 

April 9, 1941. 

Attached ie a draft of statement , prepared in 
anticipation of your appe&raDCe before the Banking and 
Currency Committee of the Senate in support of the bank 
holding company bill. J.a you suggested, both Mr. Kuhn 
and l.!r. Duffield worked on it with ua. 

llo definite decision baa aa yet been -.de aa to 
the witneaaea to be called in support of the bill. 
Of course, rou and llr. Delano ana Leo Crowley will carry 
a major part of the burden, Since a great deal of 
attention must be giwen to a dewelopment of the Trans
america-Bank of Jmerica story, it would seEID that who
eYer in the CCIIlptroller's office is moat familiar with 
the set-up abould be prepared t o go into it in detail . 
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I understand that the men in the Camptroller'a office 
moat familiar with the subject are llr. Sedlacek and 
l.lr. Williama. Same thought 11&1 ginn to uaing Dean Batea 
for this , but I doubt ita practicability, uince his knowledge is second-band at beat, 

ie considered the a.ci.Yiaability of gett~ a banker to · 
testify for the bill, but han abandoned the 1dea, largely 
because no one could think of a barlker who ia in fuor of it. 
It was aleo eusgeateci that Ccmaissioner He~y of the Securitiea 
and Exchange Cammiasion migbt testify on the evile of holding 
cartpaniee generally lllld that Judge Pecora migjlt be aaked to 
r e-state eame of the material developed in tlie banking , 
investigv.tion he carried on a fflfl yeara ago. "fe ban since CCB~tj. 
tentatively to the ooncluaion that neither J~ Pecora nor 
Commissioner Healy could contribute enough to a diecuaaion of 
the bill under conaideration to juatify aaking them to teatity. 

It 88«:18 to me that w ~t to :plan an not more than 
~our or five witneaaea, with you lead1ng.off, fo11C?1fed by. 
J.:r . Delano and the bank IIX!!!!Iiner or eummera who 18 to d11cuae 
'l'ransamerica, and ending up with llr. Crowley. 

F., .//. . 
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.lprll 8, 194.1. 

The bill UIUle:r coaaiuntion ie 4eaiped to curb 

the extent to which bub l.uu:re4 '117 the Feienl Deposit 

Inauilance Corporation -., be controlled '117 holcllng coa

pllliu. 1t p:reaeat the acth1.t1ee of euch hol41Dg ca.

paniea are alaoet wholl7 ~•t:r1ota4. 
lD brief the bill, which 1101114 be aa-lnhte:red by 

the Feural. Depoeit Ineurace Corporation, wvald ..a it 
unlawful, after .Tau 30, 1M4, fo:r lilT o...,U, to - o:r 

control more than 10 pe:rciBt of the TOting atock of lilT 

b4nk insured by the F.Ural. Depod t lDsuruce Co:rpo:raUCIIl, 

or to control in lll7 .auner tie .aaa,_..nt or pol!oiea of 

an insured bank. '!'he bill abo 1101114 confer upoll the Cap

troller of the Cv:raoy, with reqeot to utional banks, 

and the Feural. Deposit Inau:ruoe Corporation, with re

spect to other luu:re4 bub, the authority to nto the 

PIJUnt of IXOellift dirldende by ineu:re4 'benlce. 

I fa TOr the euoblent of the •aeu:r•. Ita pvpose 

ia to protect and aateguari the benklng etruotu:re which 

has been strengthened during the past eight fl&l's by the 

patient efforts of banker• and gonruent alike. !oclaJ 
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bankers are cooperating wholeheartedl, in the national 

defense prograa. It ie becauae I waot to help bankera 

and protect bank depositore, eapeoiall7 in the .-all local 

banks, that I faYOr legialation to deal with the bank 

holding CO!Ip&IQ' probl... 'ro ., aind, bolllig o~ 

dOIIIin&tion 11 a eeriou ~• to oar Mnk'ng atl'IIOtlll'e. 

I do not intiDil to bvc1a 1011 with aa inTOlfti clie

cuaaion of the nila iDhll'ellt in bolllig Capall7 control 

of benb. h., opWon thel'l h no neo11ait7 for a 

au of t11t~ or for extended he&ringa on that aab

jeot b7 thh oa.! ttee. .1 aubataatial part of the Tl1'7 

excellent report of your oa.aittee at the oloae of ita 

stock exchange iDTeatigation waa d..otea to the bank 

holding pro bl ... 

'rhie 110rniJac, I waot to dhoun brie~ ao. of the 

abuaea in the operationa of bank bolcling cO!Ip&Diea ae 

disclosed b7 that report and, perhapa, bring to 7our at

tention further abuaea not taken up at thf["tiM. 

(A).e of t he greatest dangers inYolnd in the expansion 

of bank holding com:paniu ia the reeulting 110nopolletio 

• 
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trend in the banking field. llonopol;r in banking ilt 

just as rlcioua and juat &a &Dtagonhtio to our free 

demooratio order &a it ia in fields of steel, oil, or 

alwdnwa. 'l'he m&1l UDit 'b&Dker n"da protection aga.inat 

110nopol7 jut u .aoh u the -u -.nutaoturu. 

Our recorda diaoloae liTeral inatanoea in whioh a 

holding OOIIp&ll1 hu threatened to establish a branch 

of one of ita captin beDb to co~~pete with a ..U, 

independent iaatitutioa, unleaa the independent bank 

a old out to tha holding OOJIP&111'. 

In thia connection the statement of the president of 

a small independent bank, talten from our filii, it per

tinent. Be a&id, ·- it now appears that a .,.,.. k 

being made to attapt to scare ua into selling out ag&inat 

our 01111 wiahea, or the alternatin, to be obliged to com

pete with thia bank in a branch to be established here it 

a charter OlD be procured. • 

1 III&Dutacturer in the same communitr wrote, •There is 

a feeling in all claaaea that the petition of the large 
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branGh Mnlcillg iutitutiou for a bruGh ill thia citJ 1a 

a '•queese' pliJ calculated to force the eale of our own 

independent bult. • 

J!ter a bank hu been absorbed into a holding ca.p&DJ 

sy1tea, it il expoaed to the dQger of intragroup deals a;t 

fictitioua nlues. 'fh.is ia nil-dealing. It ia the typical 

holding COIIp&DJ practice with which the public beea. 

familiar ill the !Tar Ireuger ud Kcieuon & Robbilu cues. 

It ia particul.arl.J iaportant thet banks and their de

poll tors be protected against it. Vlhen a bank il in a 

holding comp&DJ s7atem it is frequently used to keep afloat 

the weak affiliated enterprises of the holding compan:r. 

This is done by dumping into the captiTe bank depreciated 

real estate or other assete of affilietes. The bank ie 

forced b7 the holding COJI!I&n7 to PIJ fictitious prices for 

theae 1111ta in order to bail out the afflliatea. 

The bank holding c<ap&DJ tends to drain the r eaourcea 

of the banks in the s7stem in order to uilltain the diTi

dend policy of the holding comp&DJ. The maintenance of 

the market Talus of ita stock il fUDdneutal to the con

tinued prestige and growth of a bank holdi.Dg c~. The 

Talue of that ttook depenU priuril7 upon the diTidacla 
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paid b;r the holding COIIlplllJ, which in turn ue ude up 

from dividends paid to the holding C0111p&JI1 b;r ita sub

sidiary blllka. The result ia that tho bank holcli.JI8 com

pan,y ia !requentl7 ao 11111ch concel'lled with aaintalnlng an 

undi.Jainiahed now of dividends floOil ita controlled blllb 

that it 1a umrllling to reoognlaa the clangeroua effect 

of an exoeaain dhi.dlllld poliOJ upon tU aoundne .. of 

the banlta. !he illnstigation of JOUI' C-.lttes disclosed 

doc-tll'J nldence at the strong pl'Baaure b7 holcli.JI8 

compmiea ill Detroit to ocapel controlled b&Dka to pq 

dividends ill excess of the aaDunta de ... d advisable b;r 

the bank direotors. ber aillce 1938 tU office of the 

Comptroller of the Carrenc7 haa endeavored to perauade 

one large national bank cCJiltrolled b;r a holding OOIIplllJ 

group to Nduce ita dividend rate. Instead the dividelld 

rate hu ateadilJ illcreaaed froa 6% to approxt.ate~ 20% 
at the pl'esant t S... 

The 0011plloated structure of a bank holding COIIp&Df 

ayatem ia an oonatant t~~~ptation to evaaion and eire~ 

vention of tha b•nklng 1 .. s. Several Jeara ago the na

tional bank nulnsrs directed a large national bank --
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trolled by a holding COIIp~ to charge off some $35,000,000 

of bad aneta. Such a charge off by the bank probably 

would have necessitated suspension of dividends by the 

bank to the holding ccapany. To avoid thia possibility 

the bank antered into a series of unju.tifiable inter com

pany deale. Inatead of charging off tbe $35,000,000 of 

aneta the bank tUl'lled thea over to an affiliated co~~pany 

which pr~ilecl to pay the bank $35, 000,000. This deal 

left the affiliated company holding the bag. To rescue 

the company, the bank deliberately wrote up the value 

of ita bonds bf $14,000,000 -- a purely paper transaction •. 

The bank then credited this pumped up $14,000,000 against 

the $35,000, 000 owed by the affiliate, in effect excus

ing that mch of the debt. Thua the holding comp8.11J' 

forced the bank into a series of dn1.oua, unsound deale 

in order to keep t he dividends !lowing to the holding 

CCDpiDJo 

Your Ccx.ittee reported that certain of the bank 

holding ooapaniea investigated deliberately prepared 

their statements and r eporte in auoh a form aa to mis

represent the real condition of their controlled banks. 
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The experience o! the o!!ioe o! the Comptroller or the 

Currency has shown that the structure o! some btnk 

holding companies is so contusing that &dequate examina

tion &nd supervision o! the national banks controlled by 

such oomp&niea ia at tt.ea all but Llpoaaible. 

Ckle o! the prnalent aethocla o! ainaing the !unda 

o! a bll1k controlled by a holding OOIIf&IIT 1a to force 

the bank to ltlld -e:y to tht holding o~ or to 

make loana on atook o! the holding oo~. CD. o! the 

eaaieat wars !or the holding company to maintain the 

market price o! ita atook ia to have the bank lend 

1110ne:y to trlendl7 persona ao that tht:y o&n bUJ the hold

illg OOIIp&nJ' e a took. 

For e:uaple, the !or.er Bational &nk o! Ientucq 

loaned approxt.atel;y $5,800,000 o! ita tunda on stock 

ot the holding OO!Ip&JIT which controlled the bank. 'lhen 

the holdiug oo.p&JIT collapaed the bank au!!ered a loaa 

or al.oat $2,000,000 on tholl loana. 
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Although existing law reatrlcta loane bf member 

~ of the Federal Reserve Syetem to executive officers 

of such banks, the spirit of the law ia frequently oir

cllllftnted by loans made to officers and dirsotors of 

b&Dk holding o=P&J:lies or attlliatea inter .. te. I han 

in ld.nd 111 officer of a corporation &!filiated with a 

b&Dk holding COIIlp&IIJ 'llho baa inadsquatel7 secured loan.a 

of anr $7,000,000 outstanding at one time from a bank 

controllid bf tha holding com~. 

The fact that bank holding companies list their 

stocks on utional. exchanges is an enr-pr11ent •uce 

to the b&Dka OOlltrolled bf the holding companies. 

Declinea in the •rbt price of the holding COIIlp&IIT 

atoclc a!feot the pabllc confidence, not onl1in the holi

illg CCJI!li'V, •as a distinct entitr but in each and nery 

b&nking llllit of the whole, rega.rdlen of ita own inherent 

aounc!De11. • (pe.ge 284) 

Strong blllb in a holding oompe.v graup are often 
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enda.l'gered by wealc banka • J.a your COllllli ttu aucoinctq 

expressed this oriticisa: 

•The moat pr.tent deficiency in 
group banking is that the gr oup 11 
only as atrong aa ita weakut unit. 
• • • \1hen the shook of adnrli t;v • • • 
dialodgu confidence in 1111 one o! the 
unita1 _ the entire structure h de1tinad 
to oouap1e . Unit bankl 'llhioh ldat 
othll'wiae han lliMind are doOMa be
oauae of their a!flliat1on in the pabllo 
a1nd with the weaker units. • (page 294) 

.ltter ita oare!ul. innatigat1on thia CCIRittee con

cluded that : 

•• • • Littl e justification, economic 
or aotial exists tor the hoMing company 
as ~~~;enhy constituted and conducted. 
Hol OOIIPIIliea whether employed in 
the b1Dk1 ng, publlo utili t;v, or rallroad 
tield, han been catastrophic to the .lmer
ican public . • (page 382) 

'i'he intensive innatigation made by this Cm.ittee 
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in 1934 and the nr;v poai ti ve conde~~~~& tion of holding cam

paniea by your COIIIIi ttee in ita monu.ntal report, ah~ 

that legiala tion is needed to end the dOIIIi.na tion of in

sured banks by holclillg companies. .&nd nothing has happened 

to diminish the need. In !act our experience in more re

cent years will, I belien, lend additional support to 
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that proposition. 

The impelling necessity for bank holding oo~any 

legislation was made increaaingll clear aa a result cf 

recent dlfficultiea 'llhich the office of the Comptroller 

of the Currency, in cooperation with the other Federal 

bank aupeniaing agencies, encountered in the nam!ne

ticn and aupeMiaion of one of the larg .. t national banks, 

which ia a unit in a ca.plicated holdi.Di company systea. 

I refer to Trana ... rica Corporation and ita relationahip 

with the Bank of Aaerica. In thet case, the value of the 

holdiQg company stock. depended to a marked degree upon 

the dividend• paid by the bank to the holding ccmpaDJ and 

many of the financial tranaaotions of the holding company 

group involved the questionable use of funds obtained 

from the ban.lc. 

The b~nk, under the doalnation of the holding coa

pany group, refused to follow reco.aendationa and direc

tions of the Comptroller of the Currency to reduce ita 

exceaaive dividend rate, improve ita capital position, 

charge ott certain loaaea aet up by the national bank 

examinara, drastically reduce exceaaive loans to the 

• 
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holding comp&Dl and affiliated and allied intereata, 

eliminate excessive real estate holdings, and take 
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other steps oonsider ed b:r the Comptroller of the Cur

renc:r aa ne ceaaar:r to protect the aoundneas and stability 

of the bank. 

Some of the sanctiona given the C0111ptroller of the 

Currency under existing legislation are eo weak that 

their uae would have been ineffective, while others are 

so drastic that their use might han done excasain in

jury to the bank. Consequentl:r, for approximately three 

years a tug of war went on between the bank on the one 

hand and the office of the Comptroller of the Currenc:r 

and the other regulatocy agencies on the other. Flna ll;r, 

aa a result of conatant presaure over those three 7ears, 

the bank agreed to uke a nu.ber of the changes insisted 

upon b:r the C011ptroller of the Currenc7, although it did 

not agree to a111 reduction in ita dividend rate ot 19.2 

percent. Jlthough it is believed that the changes agreed 

to b:r the bank, it f aithtull;r carried out, will greatl:r 

benefit the bank, it ia probable that the continued domina

tion of the bank by the holding comp~I~,Y group will lead 

to further difficulties . 
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It ill potentially dangerous, when the future of 

some of the largest banks in the country, aa well aa 

thousands of small banks, ia tied to the career of a 

few holdillg ooapanlea. Iranb are utabliahed, not to 

nurture holding CORpenles, but to llrTI the depositors 

and the general publlo. !M Federal Oon~t, as 

charterer, exnlner, aDd supemaor of bwa, haa the 

reaponaibilit;y of taking eYery poaaible atep to aaaure 

the aoundneaa of auch bub. !he Yarioua agenoiea in

trusted by Congreaa with that reaponaib111t;y oiBDot 

function effeotiYel;y UDleas CoDgreaa enaots legislation 

conferring adequate powers upon auoh agenoiea. 

In 1938 an i.nterdepart.ntal o~ttee OOIIpoaed of 

repreaentatiYea of the Board of OoYernora of the Federal 

Ruane S,at•, the Federal Depoal t Inauranoe Corpora

tion, the Reoonatruotion Finance Corporetion, aad the 

Treaaur;y Departaent gaYS oonaiderable attention to the 

bank holdi.ng OOIIp&DJ probla and reaohed the nnenl110ua 

oonoluaion that the operationa of bank holding companiea 

should not be allowed to expand, that the principle of 

bank holding ooapaaiea ia not in the beat lntereats at 
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the country 8lld that acmething should be done &bout them. 

The opinion of that committee was communicated to the 

President. Shortly, t hereafter, in hie mesa~ to Con-

gress, on April 29 , 1938, the President rec<mnended the 

enactment of bank holding company l~elation in the 

following language: 

-we haYe seen the multiplied eYila 
which han arisen from the holdil:lg com
pany ayatan in the caae of public util
Ities, where a liiiiBll minori t.y ownership 
h&e been able to dminate a far-flung 
system. 

-we do not want thoee nile r epeated 
in the banki~ field , 8lld we ahould take 
atepa now to aee that they are not. 

"It ie not a aufficient aanurance 
againat the future to eay that no great 
eYil baa yet r esulted from holding com
pany operations in thia field. The poa
aibilitiea of great harm are inherent 
in the aituation. 

"I r ecti!!!!!A!'!d that the Co~eaa enact 
at thia aeasion legislation that rill ef
fectiYely control the operation of bank 
holdil:lg Caq>BDi ea; prnent holdil:lg com
paniee f r om acquiril:lg control of any more 
banka, direct ly or indirectly; preYent 
banks contr olled by holding companiea from 
eatabliahing any 110re braDChea; and 11181te 
it ill8fi;1Ll for a holdil:lg company, or any 
corpora!ion or enterpr ise in which it ia 
financially interested, to. borr~w f~om or 
aell aecuritiea to a bank 1n wb1ch 1t holds 
a took. 
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·I rec:u n1d that thia bult leghla
tion -.ke proliaioe for the gradual sep
arati on of bub frca holcUni COI!p&IIJ con
trol or ownership, allowing a reaaonable 
tiM for thia acc011pliebent -- tille 111oUgh 
!or it to be done lia u orderb aanner ana. 
without oaua~e illoonTuilnce l:o co-unities 
eened 'b7 holding coap&Jif banlts . • 

That was almost three ;rears ago. Congreaa baa not 
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yet taken 1.111 acti011 to deal with the problea. the bill 

under discusaion c&rriea oat the Preaident'a recoaaendationa. 

Some ~ aasert that during the preaent crieia, when 

our energies are centered primarll;y on ~~&tters of national 

defense, we han no time to de&l. with probleu euenti&l.ly 

domestic or to wor17 about internal reforu . But unhappy 

events abroad haTe made it abundantly clear that a nation 

is as likely to collapse from wealcneaaee ill ita internal 

social and economic structure as it is f r om extern&l. forces . 

Whether the deliiOcratic fol'll of gonMIIIent will aurlin 

depends to a large degree upon ita abilltr, during national 

and international crises, to continue to protect the liTes, 

the rights ud the interests of ita citiaena, not onl7 
against oppression froa abroad, bRt agaillat oppresaion troa 

Wit hin. Dolllination 'b7 econoaio or !in&~~cial oligarchies 

such &a bult holding coapanies, h ill ao• reapecta just aa 

undemocratic and oppreaain aa doaillatlon 'b7 a totalitariu 

governunt. 
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H.M.Jr: 

Robert 
Rouee: 

H.M.Jr: 

R: 

H.M.Jr: 

R: 

B.M.Jr: . 
R: 

H.M.Jr: 

R: 

B.M.Jr: 

R: 

H.M.Jr: 

Bello. Rouut 

Aprn 9, 1941 
ll :10 •••• 

Iee. Good aorn1ng, e1r. 

Bow 1e 1t go1ngt 

Ytl'J well. 1Ytl'Jl>o47 1t 4el1shte4 nth 
1t. ~. queet1on 1t bow auoh oan thtJ 
eubeor1be for. 

I sot the - UM 1-l/8 1t 1 1Utlt bU 
hiP. 11n1 t 1tt 

!he 7/4'• doeen't ••• to be. 

249 .... 

It' 1 a full rate. Well, I th1nk thlt •• 
repr4t4 •• bt1ns "'1'7 u bel'll, retleouns 
p1rbape oonoern about the newt end to wbat 
extent the aarket a1Sht be full7 1ntulate4 
ap1nlt lt. 

leah. Well, the .r neve 11 •• bad 11 
:rou oan .ate 1 t. 

ree, u 11. 

Aa4 I'• t1okl.t4 to cllath that n'n sot the 
...,.. oulhlon. 

Well, tYel'J\IOdl 11 .. Uptt4 With 1t and 
&I I I&J 1t11 a c:loD of boW auoh theJ 
oan nbHftbl. 111 be DO aarktU 
-.All lD lt tow. ODe ohlp o.Ut4 at -
lila ot Jlaae•tb and he a.4l tha r....tt 
tllat U 100U4 to Ida llkl the :rear an4 
a 1u11t .. wnll olo" to l/2 ln J'ltl4 
aD4 1/P. lD ~01 an4 thet thl l-l/8 lookt4 
llkl allcnat lf-1 1 Jlll4 and :VIPt ln prlot1 
'lin ~·ra not settlDS down to bralt ta~~ae 
on Qat 1111U1 toMI'I'OW eornlns. 

AU. I'J.Cbt. 
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H.M.Jr: 

R: 

H.M.Jr: 

R: 

H.M.Jr: 

- 2 -

Tbe other aeotion or the aarket - the tax 
exempt aarket - prioee are lover th1a 
morning; there bee been a little eelling. 
One corporation oaae in to eell a block 
or the old and new 2l'e or the tax exempt 
onee. Tbe7've been prett7 well taken on 
a acale down. The lll&rket 11 uall but 
there ie a good !ira undertone. People 
won't reach up to bu7 t hea under theee 
conditione but the7 will b\17. 

All ria;bt . 

I hope 70ur cold 11 b4ner. 

A little better, thank 70u. 

Pine. 

thank 70U. 

• 
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Present: 

April 9, 19U 

11:25 a. a. 

lfr. Sullivan 
lfr. Blough 
lfr. Tar leau 
Dr. Hue 

lfr. Sullhan: That ia tbe lht ot •n eo are 
here with tbi Direnee C-teeion or the war Depart.nt 
who are ccmnected with cue of the 100 cc.:p&~~iea gettiDg 
detanae contracta. 

JIM, J r 1 Do.. 1 t &how how a&JI1'1 
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lfr. Blough: Fort;r-aenn MD and 16 ooapaniea in
nlnd. 

l!M,Jr: lho did thia job? That wae a quick job. 

lfr, Sullhan: Jlr, Blovch. 

Jlr, BliJ'b: 'lbe ccabined atarta of ours and 
George' 1 worn together. 

JIM,Jr: Fr• 13 to 18 h ateel. Ia tta t right? 

J&.. Bl .. um: t ... 

JD(,Jr: I would lib to etud7 tbh a little bl. t. 

Mr . Sulllnn: low, tbe laat o-unicatlon we 
had !rca IIi', IOLJDOlda, who did not purport to be right 
up to tba ain•te oa ,..aonnel, and thb •1 han to be 
aupple.utea bJ anotill' MaCrandua when we get tba olll'rent 
intol'MtiOD !rca OPII .... 
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llr. Blough: We got a eeoond memorandwa trca 
Kr. llcRiynolda, bUt enn it ie not fully up to date, 

JD( ,Jr: 0. K. 

(Mr. Sull1Yan handed the Secretar,r the attached 
etataaent •taz Changea Aggregating !iprox~tel7 an 
!dditio•l $3,000 ¥Illlon ot Rncue • ) 

Bll Jrs lolr. lDdhidual inco• tax.. . That 
ie a1 of ; .. terdq'l 

Jlr, SulllY&D: 1'hat'e right. 

~I !ad 11tate'l 

Mr. Sulllnns Right. 

BK,Jrs !ad gltt'l 

Jlr, SulllY&DI Right. 

JII(,Jrs !ad Corporation . Ia tba t the ume? 

lfr .Drs hi Tba t' 1 IIIIW. 

BII,Jrs lbat 'a that nrtax'l 

!hia 1 ill1 taacl ot I.Jlcreaal.ng the 
noN&l to SQJ it tba t be oCilla a surtax 
rather than a nor.al tax, {t reduce• tbe Y&lue ot the 
exa.ptlon OD tu-eze.pt ••curitiee. 

Bll,Jr: I "'· 

Mr. Blough: Parthlly ue!lpt. 
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HM,Jr: Ecclea, 7ou know, ••ked it •• could not 
tre111 it at ~ • 

• 
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Kr. Sullban: 'l'here ne a I'IIIIOr ai'OUIId in 
New York, while rou were aa7, that we would reduce 
the corporation tax to 6 and then put on a 24% aUP
tax, whloh wouldn' t ot cour11 be he~~eat. 

HII,Jr: But thla 1a a IUPtax C11 wbaU 
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Ill'. Sullban: .Additional tax or • on COrpOI'ate 
net inGc.tl . 

Ill'. Blough 1 SillplJ called a eUPtax. 

III(,Jr: lhat lrt.l tha DONal tax? 

Ill'. Sullhu: U. 

Dr. Haaa: I auggeat the7 do that becauae 7eeter
da7, JOU reiieiber, when JOU were teylng to price that 
thing there were aeTeral different aaaumptlona. 

HII,Jr: Would it get as IIUch? 

llr. Sullhan: lxactl:. 

JD(,Jr: But 7ou juat call it a dltterent thing. 

llr. Sullban: Yea. 

III(,Jr: Clenr: 

llr. Sullhan: I think .. ahould r11ilt all at
tempta to lncreue the lndiTidual nOI'II&l tax. !here 
will be a good deal or preaaure to increaae the nor.al 
tax. 

HII,Jr: What effect would it han?. 

Ill'. SulliTan: It attecta our collections . M&DJ 
ot then 6011dl are exe11pt trca noN&l tu. 

HII,Jr: I eee. I aee. low we ccaa to aott 
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drinke. Gaaollne. 

Mr. Sullhan: I han a queatlon onJaeollne 
That'• raielng It f cent aDd I think it co a etana' 
1,1. 

r'tir: I would certa1Dl7 put it l,t and let 
thea cu • 
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ff,Jr: Chect tax, telephone, JnelrJ Ol.llb toilet 
pre para , club due a, 1 per thg gOocla, bOifhng aliiJa, 
pla7ing carde, aatet7 depoalt boxea. 

llr. Tarleau: • •e o .. 011 th• now. 

HM,Jr: !bat onlf co•• to $8,000,000,000. 

Mr. Sulli~n: That'• right. 

HM,Jr: You needed $8,500,000,000, don't we? 

Mr. SulliY&DI That'• right. 

HK,J.&:: U gina ua $127 ,OOO,OOo aore'l 

Mr. Sulllnn: That'a right. 

HK,Jr : Dou it? lo. !11 . 

lhere are 7011 going to got the other 3 or 400 ailllon'l 

Mr. SulllY&D: I thoug)lt we were going to diacuae 
the liquor queat{on. 

HK,Jr: Rot toclay. 

Mr. SulllY&D: 'le ban another $190 llll.lllon, another 
$220 ailllon -- $192 aillioni increase or a dollar a barrel 
on beer and a dollar a barre an liquor. 

HK,Jr: Ro. HaTen't you got aome other place to go? 
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--~~ How much extra do corporations pa7? 
sooo,ow,uuu? 

Mr. Sullivan: Th&t 'a r ight. 
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Mr. Blo~: It went up $900,000,000 because these 
are uparate estates aDd when they are coabined one tax 
affect. the baae ot the other. It won't be tla t high. 
0! course, tbere are •1• ot aking that conalderablf IIOI'e. 

IIII,Jr: Have 7011 got a111 eugg .. tlona'l 

Mr. Sullivan: lee. lee, we have a nlEier ot 
thea. ID tlii fb'at place, there are two things I think 
I should bring to your attention. It theae tax11 that 
appear on thla ~ge were paued tc.orrow, we would not 
get $8,000,000,000 in Fhoal '42. 

IIII,Jr: I know. 

Mr. Sullivan: That •1 be uple juatl!lcatlon 
!or our asking for a great deal aore than $8 billione 
and letting thea whittle it down. 

IIII,Jr: !hat's right. 

Mr. Bln':h: ie have incou tax achedulea that 
wi ll give Ul , '136,000,000,000. 

IIII,Jr: !hat fellow back there (Mr. Tarleau) is 
getting nerTOUI. 

Mr. Sullivan: There wi ll be a lot o! people get 
nenoua. 

Mr. Tarleau: That'• worth etud)'ing, that $1 billion 7. 

Dr. Haae: I told John to take it out at the source. 

Mr. Sullivan: I can ahow rou how that operation 
ia per!or .. a. 
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llll,tt• I •nt ., two-third•. llnen't 70u 
got aaae o er exoiee taxee JOU OlD atiok in there? 

Mr. Bl{i!h: Yea, Kr. Seoretar7. GiYe us a 
little aore t to hunt, It ian't aa eaa7 a1 it .a, 
app .. r. 

f'diJrs I daa't 111 11bJ 1• alcht not· put at •re 
011 gaeo e. 

And ol oowae 1111 of the11 can be 

IDl Jra I want to go before the Pl'11ldent with 
Sl b11lloAa. !hat's the figure JOU gan •• bn't it? 

lfr, Sullban: !hat'e right. 

IIJ(,Jrs I want to go before hia with Sl. 
• 

lfr. Sullban: ('l'o Dr. liaaa) liaa .ll doae 1117 110re work 
on the exoe1e prorlte? 

Dr. llau: 'l'he7 are .,rkl~~g Clll it now. 

IIJ( Jr1 lben I fo before the Pr11ident I want to 
be ableToi'a7, -.. aa d two-thirda. Here it b. Thia 
ia the wa7 to get it. • How auch aore would thia gin? 

lfr. Sullhan: Vel"'f near}J $600,000,000. 

BK,Jr: 'l'hla would do it, wouldn't it? 

lfr. SulliYUI You bet it would. 'l'bat would do 
a lot of thl~~ge, th& t one. 

liK Jr: lhat '• the matter with thie one? !hia 
doea not look 10 bed. 'lhJ won't thh 0111 do it? You 
need that auoh? 
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llr. 8ull1'ftll1 Jo, DOt CJDlte. 

BK,Jr1 I will tellrou what I woula ao. I 
woul4 ng11t ~ on guollU. See. ADcl tbo oua 
JOU jaok 11p oorpoNtlont ..,, 

· Kr. Sullbaaz ~ on cuollM will 11,. u aa 
uditioaal iSilb,WJ,ooo. 

11K,Jr1 !Ilea JCIII DH4 •otla.r tl40,000,000. 

l•tr Woal4 JCIII tab 1 t OUt of the inc-
Or oat • oorponUout 
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Kr. Blou : Cu ao it either •{· !Mre are 
a nrle 1 o • that could be do111 o inc- tax .. 
to increaee ita 1 e1d. 

BK,Jrz Well, think it onr. 

Kr. Sull1na: 111 right. 

IlK Jrz I don't aee wh7 ge•o1iDI iaa't a per
tectl.J ~th1nc to tu. n £011 with the auta.obn .... 
It ' ~ a 111XW'f thJ..Dg. 

Kr. Blcy!u In part. .l great deal ot gaaol1De 
go11 into 6u1DIII ue and will enter into the c01t ot 
'buineu • 

.!!!!a!!:z Row IIUCh ia the gaao11De tax aowf 

Kr. Sull1Y&Dz faxed .. anrage bJ Stat .. ..a the 
Pecleral do't'ei'DMDt 1Jipoa11 1~. It waa lit UDtil laat 
;year and we rahed 1t u • reo-aed 11( 1Doreaae. 

Ill(. Jr 1 Let • a 11.7 ~. .lad tbn o au back. llt;r be 
JOU ban a aobedule 1D between thb Cllll. Got uaotbar~ 

*'· Sull1nDI • dOD't. 

/ 
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llllfJra You han got to plot up ,_ -IJ •--
where. W&Dt 111f Sl! 

Mr. SulliY&DI You will get it. 

IIII,Jra Bow about 11 o'oloot taorrow'l 

... Sullbea Finl! 

~~ I will tJ7 not to bl 10 late. 

And, John, JOU han to han 111f ltat ... nt on hOlt 
.. arriYe at st. 

Mr. Sullb&D: Stat-nt tor wheat 

r,Jr: For the Preaident. Bow .. arrin at the 
3l bill • Be will a&J, •BOlt do 7rA1 arrha at Sl. • 
So auch expenditure, 10 auoh, 10 auch. On the expenditure 
picture. 

Mr. Sullhan: Oh, 7ea. 

You aeked to haTe a letter prepared to be tent to 
the Gonrnora of Statea utiq thea to foll111r iar lead 
and itaue taxable 11ourit1ea. '!'hat doea not help 111 

TIJ7 auch because our aeourit1ea are now wed b)' OUP 
01111 GOTeru.nt and the7 ce o- back and aa{, •111 .. 
hue to do it tu our OltD 11curitiea and tha will not 
help JrAl. aDJ. • But the letter hat been prepared alcmg 
the line of intereeting thea to help in our prograa. 

1111 Jr: You aee the -.r Depvt..nt it in on the 
taxing ot 'gaaoline in horida and I uked thea to put 
Greenba~a on that and the -.r Derrt•nt hat done that 
and Patteraon 1171 he will aooep a111thing that Greenbaua 
"7'· I aa unding out a telegraa to the Gonrnora 
asking thea to appoint oa.aitteee on Rational Defense 
bonds. We had better get together. \'hie telepoaa uk
ing tor the c-tttee hae to go. Let ae get tliat out 
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and then ltl'ing 1t to •• egain. 

Mr. SulllT&DI lea, air. I w111. 

oOo-oOo 
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Leo 
Crowl ey: 

H.M.Jr: 

0: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

R.M.Jr: 

C: 

H.M.Jr: 

0: 

H.M.Jr: 

0: 

R.K.Jr: 

0: 

B.M.Jr: 

Aprll 9, 1941 
11:41 a.a. 

• •• • . • •• up at the White Bouaa r11bt now 
Juat tr,1ng to do a l1ttle work tor W1acona1n. 

Oan rou talk a a1nutet 

lure. 

Or a a &oolea would UJ, •aan 7011 unen a 
a1nutet 1 

!bat'• r1gbt. (La\&lh8). 

I WUite4 to let J OU know that I called up 
Carter ~laee' ott1oe - be 1an't there -
and told Rlzq laUh that I na rHd7 to 
SO ahead DOW U1J t1ae OD th1a bank 110141ng 
tb.1JII. 

1'1ne. 

Row, I 1Ye got a atateaant wblob I prepared 
and I 1 d l1ka rou to 10 our 1 t and get tour 
auaeat1ona. 

I'd be YerJ bePPJ to do that. Wbo baa Uf 

roleJ. 

Xa7 I get 1n touob w1 tb 14 and get 1 t? 

I w1ab 7011 would and then we're ooununc on 
rou and Delano alao to go up alone at the 
aaae t1ae. 

!bat'• perteotlr all r1gbt. 

Row Delano 1 e preparing a eta teaent wl11ob 
be'• go1ng to ehow ae and I'a aure he'd be 
glad to ebow 1t to rou. 

r1ne. Well, we'll 10 r1gbt alOnf• we know 
tbe p1oture and :rou knOW what we ll do w1 tb 
u. 
Well, would 7011 be rH41 next weeltt 
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0: 

H.M.Jr: 

0: 

B.M.Jr: 

Operator: 

C: 

B.M.Jr : 

C: 

R.M. J:r: 

0: 

H.M.Jr: 

274 

- 2 -

AnJ Uae that the7 ' re rN47. See , we ' .,. 
pt our ol4 obaru &114 en:rJttunc t:roa 7Nre 
qD 1 4011 1 t JOU knOW • 

low, Leo, I ~nit U woul4 be Juet - bellot 

Bello. 

...... JUit a1 w111 ••••• • 

Bello. 

Val t a allluU, operator. 

I ~- U 14 be Juet ae w1ee 1t ~· 41dn't en out aa:r too 10011. 

!bat'• rllbt. !bat'• r11bt. I'll be sla4 
to set 111 touah w1 tb K4 all4 co our 1 t eo 
that I set a oue f:roa 7our teet1aoiiJ too. 

An4 I'4 like 70ur a4•1oe on 1t. 

Fine an4 4an47. 

fbanJt J'OU. 
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H. M. Jr: 

Operator: 

I!.M.Jr: 

Ed Fole7: 

I!.M.Jr: 

r : 

I!.M. Jr: 

r : 

B.K.Jr: 

r: 

B.M.Jr: 

r: 
H.M.Jr: 

F: 

H.M.JI': 

Hello. 

Mr. role7o 

14. 

Yea, Mr. Beoretar,. 

Apr11 9 , 1941 
:!:14 p.a. 

Can aoaebodJ l1aten to 87 oonYereat1on 
w1th 70u' I want to g1•e 70u aoae 1deaa. 

Jl1gbt now' 

Is 1t poea1bl•' Oh, I can g1Ye 1t to 7ou. 
You 111 get 1t. 

All r1gbt. In 

275 

In th1a tb1ng that we talked about on the 
bank holding, there 11 tb1a po1nt wbloh waa 
not 1ncluded, that the W&7 ot Aaer1oan l1te -
a bank wblch 1a controlled 1n 1ta coamun1t7 
1a Juat that much more wholeaoae an 1nat1-
tut1on along the aUla 11nea that we encourage 
people to own the1r own hoaea. 

Yeah. 

And I don't tb1nk that that wee atreued, 
that the 1aport.nca ot baY1ng a ooaaun1t7 
controlled bank aa qainat the bank whloh 
baa r.-ote control. 

Jl1pt. Abeentee una&••ent. 

!bat ... not atreeaed. 

lo, and we cUacuued that wben we oaae out 
and we're go1ng to put eoaetb1DC 1n on that. 

low, that'• lo. 1. lo. 2, where there are 
aora banka 1n a ooamun1t7 to g1Ya ooapet1}1on, 
there 1a acre obanoe to cet a loan. 1'bat • 
go1ng to 1ntereet the aan on the atraet. 
It 70u'•• got tour banka 1a a ooaaun1t7, 
70u oan go around and ellop Ul4 the obano81 
ot aett1ng a loan are Juet about tour t1••• 
u cood u wbeD there 11 oD17 one bank. 
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1': 

H.M.Jr: 

r: 
H.M.Jr: 

r: 

H.M.Jr: 

1': 

H.M.Jr: 

F: 

-2-

Yeah. 

An~ th8t th1a whole ten~enoy towarde lees 
banks - I mean, 1t'e all right up t o a 
certain point but I think we ehould etreee 
that . A !ellow eaya wh7 sure, in my 
ooamunity when we had three banke I uaed 
to be able t o get a loan; they took an 
intereet in ae. 

Yeah. 

Looal aanagement, I knew tba !ellow, I .. w 
h1a at night, I played pool witb bia and 
bowled wi tb h1a and •••••• 

And 1! you'Ye got a pretty good aooount, 
you oan take it out or tbe bank that von'.t 
giYe you a loan and go around and giYe it 
to tbe !ellow that will. 

And that waen 1 t etreeeed. Thoee two things. 

All r1gbt. 

Don't you think tbey eound goo~t 

Ieab, they're both good and they ought to 
be 1n tbere. 0.1, thanke. 

2'76 
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la aAIWir to \loa leCiftta1T1 e bquil7 ae to wbetber the baalaoro • ~ceo wre bicb 
P .. cock u4 Oltfol'll repllecl. \bet \be7 414 aot t .. l tile\ thq wre -uln la' 

!IMir potatecl ov.\ \J.t ...._ U - to \be pout ot cle.rl.,. tho 
la a opeclt1e4 per1o4 ot t ... toan .. a to elcbt .. a boare, t.,.e be4 to lle 

ohtcb woll14 'M aoooopte4 wUI10nat ar.-.t •r wUiooU -••1t7 ot retereace t o 
eh. tile t....-ttaa wu of a aon ezo-pUoul .. ....._, ae4 tbe..., 1o 

of cbarceo eotaliUobecl. tor ndl aa op«aUoa. '!be two JriUIIh apah •
tooi'tln \bet la &a7 o~e a ebu-ce ot 9 ,__t wollll. llaTO -... a'beoll>tel7 

0114 t hat tbe poeol\lo raap woll14 baTe 'tau troa 9 to 10 per..-t. 

Sir 14wal'll oootlme4 \bat tblo \nuaoUoa Utla1tel7 peoMo ooatftl to ll'alW 
bhruh, ezo-pt for \loa 5 per-\ ntalae4 liJ \be Jr1UIIh -t ooacera . '!be 
bd bope4 to retala 10 per-t, lol.t l'oooooll: W pullhecl. tbio 4on \o 5 percea\ la 

\bero eholll4 'M ao qwuUoa wbatn•~ ae to tbe actoaal •~uoter \o .-rloaa 
Ill tbie OOillleoUoa be aa.pllMatecl. bicb-17 tbe atU\11111 of \be TleooM oftlolale 

~~::~ I a aaowor to \be Seorotarr'e taq'lllrr •• h bow ..aala bo eqeote OT111toaall7 
IO from TlOOOM, llr "lllwal'll repl1e4 \bat tbie Will 41ft1oul\ to aetallllob lol.\ 

h at preooat l>rlacl .. all \loa preoo'CII'o be oaa h obtola \be bicbaot poulblo 
184 aqeote \loa total prloo to r...- betwou tlQ,OOO,OOO ae4 t15,000,000 , h 
\bet \bio wUl 'M a oaUotactorr re\'CII'a. 0.. \be otber laalo4, be feU \bat lf 

COI!Plll~o aallh oalo be4 llaoa u .. oo1\a\e4 ndl a~ woal4 eUber ban ben abeolael7 
or woll14 aot llaTo renlW 1a a prloo ...., ...,_114 \be $110,000,000 - re-

u \be '""" ,...at a4er tloa otber ..... '!be flno ..Uela baTO \alooa a part 
tho Ylooooe Uotriloi.Uoa llaTI 1a - oao• ....rb4 tile\ tlaq are lwi>P7 toP lato 

bot olpt ban to t111a1r: a wlallo botore utort._ a o..- operaU- ae4 Utla1tel7 
aot bo la a peo1Uoa to part1o1pa*e la a tbb4. llaat lo, 1lab 1a tlale 0-17 

IPPOJ'tntl7 baTO plav ot l1q'Cll4 OIIP1ta1, loa\ tbe tan•-• _, ru neb ao tlloM 
n-.......... 1 .. 4o .... oarrr -· oaob oa hall4 tor ...... taportaat 

"""-:Uclh, all4 are ebllp4 Us elTM h llerrew. 

!to. looret.rr tllaa roterrecl. h \be ueoace *iob be 111114 clTn ll,r 1're4erioll: l'billlpe 
tbo offeot \be\ loa W II'JINTM \loa l4ee ldaea llr. JoeM JOMI lla4 \ol4 \loa looretarr 

t11o 111wa 0114 wuu .. - peep1e be4 -.. .... ~-. laU - '-• .., all4 that • 
..... ,..,., 4oo1re4oal. J'. o. loaa nft1o1oot to penlt t11aa to llaF ooat \be 

latoroet 1a tbelr --· 1'-oll: nen!re4 \be aoore•arr for tbie .. e..... .. 
\bat be W r-lT04 a letter f.,. the ......,. all4 WllU- people 'lllllela 11141oate4 
Mr. Joaee wu wlll1ac h p elaee4 wtn \loa 1-. 11aa leoretarr felt that tbie ooll14 

llo ..U4ere4 Uttai\017 a ~-- elMo llr. J-e wae eUll to - 1aU t-rrCJW 
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llr ......... , ,_.. tu pNU. S..Dlftt la \.,UC ,. tt.po .. ot • ~ ... 
ta Wo •••\17, ..... - .... ,., \lie eD1e ot nnu, whiell &toptMe& oaUreq 
JUG\- la :r. .... ralelal tM ond.U \l!eftltor . Be hU tl!et U \ll.e 

OOIIOOft wao ......._ tna tiLe ~-P-' *iab nl- \lie or..U.t, tl!ere we.U 
Utuo llq1114atlal ftl ... 

OC..I!IIP WID 'UJ1Uit.l !1AD1 IWID .AD GOOD WILt. 

.U 1110\ber oa\0C017 o1 41tflaal\ - \o 4eel wUil, loacoolt roper- that tbero 
011'\alJl •-na *iab U tetaabM tna \U lrl\1111 paroah ~ ro\ala tllalr 
-• ut ....,no uaanro,.q oa '"' wuu Ml'll>n wUb \be lrlUIII--' ooa

•IPMlaUT ..._. a wrU orpalaaUoa ll s.-J.ftt • 

...-uw• epam 

.U -\bar oat...,-, ,...,.... -'leM& • la&ln&Jal la ... York wltb a opleMU 
...,tattoa _. .. ,..,.,,.. tep\l!er wltb lrlUell Wo -'1-\l!e a-1-

.t tile -• JlrUl* -11m. .. o1 "" ftl .. ot tbh onellll.-... -uh ol 
-.n-•• per~ ,.,..,.,, ..., ....u ... a h8laetoo "' ... u~ UqaU.ato&t 
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- '-
1a the .u..n ..... taUT an Cifta ~ -· or u.. l!riUolo t-11' - n 
It n •• u.. atna'-co or ...,_ U..t •"* -1 . .. 'be ta\errwp\.at .,. 

PIIIILiama 

l)lltloau r wolll4 abo 'be ezp•1oaoea 1a U qo.Uauac _.... P'lbllololac coaoen 

~~~:""' Co'IJIO'Q' ea4 U.. OztoN. :Pnu. !lae rlU: wlll4 'be \oDa ot 0...... 
1 11

\llar 

1- iaW..ooh loair1ac ov.\ X....tllaa'o- peftopo u1Uolac ~u - 11'-0P ~ro4 
for 41u-..u.ac pn; paclo or pol1e1oo 1a1ad.oel to Gnat l rUala .::U 

oo ooiGeoUoaol .. , ..., oa \boo Ozton l'rooo 'be HC[U1H4 to poao tre. lrUlolo ooo\rolt 

DIUIAICI OCICP ,am 

r-ot .utUoA \hat lw 11&4 ..- 1aaw 111 1 ; aloo at ~ 'llot'- ot hh 11n elMo 

"""'U•~ 41tf1C'<I1Uoo w....U 'be !M91ft& 1a u.,.aa, fill tlooa. 1MN an - ton, 
_.. operatl.ac 1a U. 'llllltiA 11\aoo. It ....U 'be a'beel~ t.polllW. to 
of all of tlwM 1a a oo..,a•eUo•~ Ilion .,.riM ot u .. , - 1t Wo ...,. te.l 

IICU'I, ... , llll l rUlolo llaft ,.,,, .. 'IIIPM *'" -• ot laYiolUo s- 1'"-• 

lllppiacl (2) J'1Maoo - (3) .1••• ... .. tlrot - .... - ,.....1oelll' -sn
wtlk- 001141Uoao ea4 ~ lritbll •rtnp _,..,.1. 1M WN. ....U oottor U.Yill' 

U.,IUollll ot tile Mort- attlu.too flllrithll la- 1 ; eloo lo .-riM wt. 

-, ..U Groot lrUala ~- Ulo s- trea tlla IPI r - "-SMoo, 'lllat w..U ~ 

--.sa t-sca t...U .a otller atwuhpo *lela u.u le :r• u ..,.. - .u. to 
lka. P-ol< :•us .... \boo Ucl"'e to ftllll luo:ruoo 1o a_., ... ot ...,.,, 
U.. of :pueJI.t oo_.... tlaat h, \boo ...,. attno\o tile luleooo ler~ llo 1 

- nall41ac ea4 eOIUliOtlua "'till t.Ml.u.l 1a eot partlnlar eo to tile •1• 

1M tuviJ1c t1... Poaoool< toalo tllet 1t Uq..U.Uoa ,.... toi"'M ..-h ot - ot 
lr1Uob OOJI.COru 111&11\ laoft 1a a.,.... .a proovo- ..., .. ac with tile nnlt U.t 

oblnoa .....u ... lott llble...,. u"~ ftlee . u tile ,.Uq ot ,.utttac J.Mea aptat 

-· ot lrlUIIl u uno, ~ ..._ .... 111r1ac Wlll.lto U.,.U.tlaa, h tPIIPI 

~'\o\14 'r \),. h oret..,-, ~ ...U 'be - oaalll' U. with till IP I .-.e-
throa&ll tlw1r 'benolll.ac ae U.U t.Mlwta.l oroclU, or_. ... • ..UWI 

~~,:-·* t hoa&llt \bot tile flnt al'-tlft ot t.Mlwta.l 'benwlec ....u ... 

PLJW. ... 

AI_.._ lao'-- ot clltflala -· P-* ...... U. 'TMp
1

1 of till ....,..... 
\uu -ra, ftleh - llalt Utaoet 1a a potull a I .. , 'llllloll lP Rft llo1cl8 

proporu .. 1a tile llaUoA ......... 111u eat tor tlla lloecl- lP tile lritllll 

to - h tlw U&Uecl ...... te Mlp cla -uw.. wlth \Ide - '"· .._ -
1os1-.oa olll11arll' OOIIPllaM& • .M Wo polPt Jlr, lDII.to .... tllo .._.,. ... tllot 

•111• \o Jn0'1eallle eot to ...- ., Wlll.lto ... ._, u to •• - tile utflellllt 
1lol tor U.. lrlUoll to prunl wl\ll till ..s- -· ucl oolft till clltttellllt

IM4r hre tn U tuclaU• arrt-. 
••!ft!J.-zGC!! 

lftlko"* q-Uoalac t11o talrM .. at -Mort- :&.re , Poaooall: polate4 ellt tllot 
*,._tea 1a1a lP- lao._,_ eel uwS...: to cllopooo ot lritloll - u to 

"'"lU!oq- h ..... ~ . .............. .-n- - · u lt- -· 
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!!.M.Jr : 

Seoretar7 
Jonee: 

H.M.Jr: 

J: 

R.M. Jr: 

J: 

R.M.Jr: 

~: 

R.M.Jr: 

J: 

!!.M.Jr: 

J: 

April 9 , 1941 
J:2J p.m • 

284 ,_ 

••••••••• Glttord and Phllllpe and t be7 don't 
lulow an awtul lot and I t old them that I 
waa going to hear troa JOU toaorrow, and 
tbeJ aa1d ae aoon ee I heard trom you, the7'd 
like Tery much to bear trc• ae. 

I aee. 

The main thing thoueh waa that t b17 told 
ae - I aeked thea point-blank bad tbe7 put 
&nJ preeeure on Brown and W1ll1-eon and 
tbe7 aaid abaclutelJ no t , and thil atcl')" 
that the7 t old th .. that tbeJ had t o cloae 
laet l'r14&7 Juat waan't eo and that the7 
had not put &nJ particular preuure on thn. 
'fbe7 had a letter tro. their laWJer, 
Colonel Bartt1eld 1nt1ut1ng that - &&7lng 
that the7 could borrow tJ5 million troa you. 

leah. I haTen't agreed wltb the• on an7 
t11Ul"el but I 1Te d1acueeed lt. Tbe7 were 
talking about a aubetantlally higher tlgure. 

I aee. Now wbat they were going to do waa 
to eee what - t hey may atart to make 1nqu1r1aa 
•hat tbeJ think the oompeny 11 worth lt the7 
eold lt outright. 

leah. 

But I'll walt until I hear troa JOU. 

All right. Now, a r e JOU golng to be l n 
l'r1d&J! 

I'll be here l'rlday t orenoon. 

Well, now tomorrow belng Cabinet 4&7 I sight 
not be ready. 

Vell , do you went t o aet a time t or Friday 
t orenoon no-' 

tee, I'd like to. 
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H. M.Jr: 

J: 

H.M.Jr: 

J: 

H. M.Jr: 

J: 

H.M.Jr: 

J: 

- 2 -

Beoauee I get booked up tairly eolid. I 
don't know, I baYen't talked to •Y w1te, 
but I thought .. Jbe Oood rr1da7 u a good 
Jew I ought to go awa7. 

0.1. I think it'a all riant. 

I •ean FridaJ afternoon. 

!bat'• all right. 

Bow about 10:~5? 

!bat'll ba all r1&bt tor ••• 
Jeaae Jonea, 10:~5. 'f'ha.n)t 7 ou • 

0.1. 

285 
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H.M.Jr: 

Operator• 

MaJor 
Sa1th: 

H.II. Jr: 

S: 

H.M.Jr: 

8: 

B.M.Jr: 

S: 

B.M.Jr: 

8: 

B.M.Jr: 

8: 

Hello. 

MaJor Sail \h. 

April 9 , 1941 
4:00 p.m. 

Yea, Kr. Seoret&rJ. How are you? 

286 <-

r1ne. MaJor, I wonder lt the War Department 
couldn't g1Ye me a little quicker eerYloe 
ln tru.t these oablea tor lnatanoe that lane 
London the 4th, dated the 5th ln Waeb1ngton, 
I reoe1Ye thea tb1a aorning the 9\h. 

Why, yea, Mr. Secretary. 
\here waa that auoh delay 
haYen't been opening th .. 

I d1dn 1 t 
on thea. 
lately. 

know 
I 

I heYe th1a one betora ae ln regard to 
gaaollne. It eaye London, tiled the 4th, 
reoe1Yed at the War Department 11:4o the 
5th, and I got lt at 10:44 on the 9th. 

Yea, indeed, Mr. Secretary. 

That' a about the V&J all or thea baYe been 
running; thet 1 e a llt~e woree though then 
aoaa. I tall you, I 1 Ye got oablea here 
raca1Yed at the War Departaent on the 7th, 
I got thoae t oday, and lt you don't alnd 
Q aay1ng lt, that'• one day longer then 
neceaaary. 

No, we oan hurry th• onr. I tb1nk part 
ot that aay be lt the aeaaenger goee oYer 
thara and doean't tlnd - bappena to get 
there when the Alde la not 1n, why ha 
4oaan't leaYe t hea; he brlnga thea back. 
It .. 7 be that aoaetlmaa our aaeeengere 
hold thea up a day longer too. 

Would you obeok up beoauee ln theee tlaee 
when thlnge are aoYlng eo taat, the oablea 
that you got 1n in the morning, it I oould 
haYe tb .. the eaae day I'd appreciate 1 t. 

Yea, Mr. Secretary. We can tix that. 

Thank you Yery auoh. 

You're quite welooae, alr. 
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TREASURY DEPARTMENT 
Washington 

<OR IIIY.EDIATE RELEASE, 
!edne&day, Aprll 9, 191>1, 

288 

Frees Service 
No. 2~1 

William F, Green, pr eal dent of the American Federation of 

Labor, this afternoon promised Secretary Horgenthau that hls 

organization would put lta whole-hearted support behlnd the sale 

of Deren eo Savlnga Bonde and St amps . The now bonds and stamps vl.ll 

be ready for dlatr1but1on and sale on Hay 1, 

Mr . Green aald that he intended to laoue an endorsement of 

'be Dafonao Savings program to all the A. F. or L, unions , and 

through them to thelr l>,ooo,coc members . In addition, he offered 

to d1Btr1buto pamphlet!'~ poe ters and other information to al~ A. F, 

of L, members , and to l nolude news ot tho Defense Savings program 

in A, F, of L, publications . Mr. Green told the Secret ary that ho 

considered the f 1nano1ng of t he defense program a •noble cause• 

which would appeal to t he workingmen or America, 

1llothing could be finer tor national psychology at thle time, 1 

Nr, Green aald to the Secretary, He added that he was sure the 

.t. r, or L, unions would wish to buy Savlnga Bonds vlth their un i on 

~nda and would also encourage their member• to buy as individuals , 

Secretary Morgenthau assured Mr, Green that none or the 

pressurea exerted by employers on employees ~ring the 1917-191S 

Liberty Loan sales would be used in the present Defense Savings 

effort , The buyi ng of Defense Bonds end Stamps, he sald, must be 

ent1rely voluntary, 

At the end of thelr tifteen-mlnute talk, Mr. Morgenthau eald 

that he thought Mr, Green's orrer v~a highly encouraging to r the 

IUcceee or the Defense Savings pro~am. 

v 
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- 2-

Today 'e meeting wae the first time that Mr, Green had ever 

v1s1ted any Beoretary of the Treasury , 

-oOo-
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APR 9 1941 

liT, .... Mr .... n\&171 

Ja U.. aa.la of Def-• IDD4• &114 st-.. to 
fiuue Ulo •ueaa.1. Det- PNpu, 'b• e1q>pon 
of t.U faa pepl&laUn h •raoa•l)' aM4ot. 

~~ ,; .£ ·~, ~:·;_ ..,., !!1 a;:r!!.~ t.::!l. 
........... \o ... r..-.. 

• ...U Ub w !len J'WII IJiook r,... •• ,.,.. 
'- • U.. ... laMl lUll~-. IIDv (ftvotay, 
Ill)' 1) hr .a.. or '- alaft... ou nan wlll 
llMlF ••eri \M .nar1a1 •• be uot 1a \he \&111:. 

WlU ,.. pl .... 1d • aow 'tlba\ber ,_ o0111t 
•anal..Uy ..a \Jlla MD for ut 

81Mvely, 

(Si,Rned) H. Mo11;onlbaa , Jr. 

a., I tJ•• 

.. lauae.,. ot Acriou•uo. 

CC t o Nr . Thompooo 

:!90 v 

11 a t e •~ fr~o Kr. Jra~e•' offic e 
a I 
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.. _.. w.-. tM' .. ~ pJA prtoo ,_ Atrtl 5 .. ..,alftlea .. 
,.._, ... a ... u. elf '" ,._ \U ..... u. at llanlo 29. lllnr •• 

.;u,ral&At to liii,IIJ.I oa .u 5, .tt 1/UI. looor'''IC w a aula .._hM ~~'• 
u.. 6HUM la .a. ell- ..... _.. -. -. prlarl}¥ \o oaloo ~an 
t~.t.lltd•, Ia tlllo -u-. l\ lo IMONo\lac \o ana U1U \lie 

Jortip oa4 ~o\le 01 1110 ...,.,.." • lpr11 I \11&\ tov ohi,._.o ell 
1UHr ftl.Uoa, -·lnl'IC a w\&1 ell 1,571.000 -••• lla4 Mea _.. t~ 

York \o Jo!IMT, 

to X.Oodu, a prtoo ell t)-1/24 -. -1a fl:Q4 for qo\ tllnr, !ho tonart 
l.o.uUo• •• 2}-7/164. on 1/164. !he 17, I. ...,Uftl•h wr• 1!2,671 au 112.561 

...., ut ..-..•• .. u-, lftM for ,_.._ .u .. -. h rt •• ~)/\#. 
t .. , ., }51. 

It ... -,_I, • f/1 .U.W _. ... M ~-- ....... Ule Ill ... 
Aot. two ..-...a f/1- Jl'l ... \l.la tn. t.a. 10 7 l .. , tort.-& 

CONFIDENTIAL 
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Treasury Department 

Division or Wonetary Retearcb 
293 

April 10, 41 
Da t•--------- ----·----····----19 

Secretary Morgenthau 

The appended Memorandua waa prepared 
aainly t o atraighten out our own recorda or 
Belgian gold holdings. Perhapa ita aoat pun
l ing concluaion is thie: 

The t260 a1l l 1on ot gold wh lch the Belgian 
are clalalng trom French earmarking& ln this 
country la aore than they are known t o have 
tranaterred to t he French and, added to the 
aaounta they have i n the Uni ted Statee and 1n 
the ouetody ot the British, would .bring thelr 
total gold holdings t o about $775 mill i on. Thla 
la about t25 m1ll1on More than they are known 
to have had all together. 

liB. IBITB 
_ _ _____ Branch 20~8 - 210 
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TREASURY DEPARTMENT 

....... Aprll 9, 1941. 

TO 

, ..... llr. Feleentbal 

Subject • Belgan Gold RoJdinp 

L 

Be11an cold hnl41 nge u repcrted b7 nriou ooureu total betuow 
fiOO 111lllon and t7Sl a11Hcm, .ID unlaloom portion ot Belc1an gold 
deposited with the heDch Ooteuaent at llekar, Pronch Wut .trica baa 
beoA turned OYer to U. Oeraena. 1he total ot t700 111lllon to f7Sl 
oUllon dooe not. take tran.Jrers .rr.. Dakar to the O.runs into aceonnt. 

The diotribution ot the gold holdlnga aa repcrted. b)' three ditt~ 
aCOll'Ces 1a given in the following tabla, Allowance wet be made tor da
CNpanciea in tbia t.ble because ot elisllt ditterencea in the pointe ot 
t!Joe tor 'IIIIich tho dat. ban be.. taken. 

Gold held in tr. S. (oaraark) 
Gold held in Dlgland 
Gold held in llekar 

Total 
Special fllnd ot the 

Belgian rrea...r,. 

Fed.orel National 
Reserve British Bank ot !f 

Bank pil l r' ... i ~-(Iii ona o dol1ii'i 
167 168 

734 

31.8 
H!i 
700 734 

Be11an aold c:l.a1.aa againot France according to our intonution aaount 
to rculilll7 t:!2) aillion at present. 1h1a woul4 be 837 111lllon less than 
repea-ted Belgian &old cl.aias against Prince. It .,... reported in the !lew York 
Times article ot hbruary 6 that the axiled. Belgiln Ootor.-nt boa put its 
~-old clailla against France at t;!60 Jldllion. Accordin& to the !lew Yorlc 'l'illeo 
ator;y fl'Oill London under a llt.rCh 22, 1941, dato line, tho Belgan clailll 
&gainot Fr1nce were about $2JJ m1.llion. 'l'bl.a figure would CCID8 closer to 
ou.r eatiutea, 

l7 'l1lo •aoid-axctiango rat.• of 1 beliia • 10.1693 1i Wled. lor an ligures 
given in ~aa. 'lhU ~· rat. .,... tha ott ic1al comeraion rate 
beboeo .AprU 1936 and Deceoober 19)9. cable tranater quotations in -
York wve eoaiWbat lonr (1 belga • $(),167<4) on the lateat ava1lable date, 
-,. 1940. Source1 Federal Reaerve Ballotin, Septeber 1940 ed lllrch 1941 • 

• 
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n. 
1ntgrgt1q1 91! "ls1• Gold Hpld'nn 

(IJl ,,,,_, ot dGll.an) 

3. Y"~ nport or tile~ llaeerft BIDk ot 11n Yo~, 
Ju. 29, 1941 • 

.eel.iia .,w IIDdef. ..-a lll*·a .m .... 

4. l!aorUldull or llr. ~ or 1M Britiah M'lll7 to 
Jlr. Cocbrlft1 110•· 251 1<1~ (U. Ito Oold tl.lea). 

I 

aow SD c:utoq or 
BIU ot Jlllclad 

1---.s SD U. U.S.A. 

"~ 
(to\&1) 

1'11 ,.., • llUll.. or clollara 'lJ 

5. vanou otber _., J*"Uc.alM':IT uau.. IIIII -...ar 
"JION, -WIIIId tile tal.l.clldJI& 1Af'r>l'll&t1Clll OD Bell!i& 
&Dl4a 
(a) llcrf. 2, 1940. .P'1DIIloial couneelor or the !lri~ub 

lilllb&N)' nporta that tile Balei• )IW.ator or 
n- M& told llrit1ah oft1cUla that the 
Belcian &Old boJ.d1Dca at DAkU' _, to $184 
atl11•. 

ll ......... ntea!'ll-14 

Regraded Uclassified



(b) 

- )-

llo• • 6, 191,0, !1M .-.ricaD ~onaul at Dakar 
cabled that l , SOO ld.loe or gold ... alll.pped 
b7 air !rca Dakar to llU"MW.a ( appron
aately $1.848 w1111oD). 

llhethar th1a r.old - a 1'&1"\ ot tile 
Delgilll or otller gold ho~ 1a not atated, 

( c) No•• 24, 191,0, Tbe kariom Co...U .t Dllcar 
reporta thAt 4,994 cuea or t,'Old bel.clla1Da to 
tha Be1fim Ceat.ral BaDit wen ......,Yed ~ 
Dakar. 

(d) No•· 25 , 191,0. 'Die Jaerice Bob....,. at Vicl11, 
n--, cabled tha CODtaDt or .. intel"'iaw with 
~r a 11111ob boo ~ that t1oo Oem
b8va d • .,.. ... aarJ"MMIIa' of tboo Bel&ian ..,ld 
,_at Dlllar. 

(a) Dec. 28, 191,0. Tbe MericaD ~ .. .,. at ":"1cb,J, 
ft'..-, CabJ.ad tb&t tbe ft'eDcll IIUtboritial ~-aVll 
conaont to ta1m Oftl' to tba Cler.una tile Beleian 
1;0ld ooldinp at Dakar prortdeci the t.ranaaet.ion 
.... apprond by tba !lational Blnk of l'laleiua, 
which has howe'fer retuaed oonnnt. The n-anoh 
then aueoect to deliver the Bel pan gold at Dakar 
to th4 Oema.'\8 without th• approval ot the Bank 
of BelfiUllo 

In the •- cable the ton..r couna•lor or 
tha Be4im ~aa.,. at P:lria 1a ftPOrted to !>aft 
stated that tbe !!eljli&n eold a t Daur re!""'sen~ 
iD& the total gold nook at Bna ... la at the tae 
ot 1nvu1cm -..ted to abol:t 7 billion Bel;;im 
fr- (t2:)7 wUHon) , 

(t) Jan, 2, 1941. Alr•rlce......,. at Vi~, ft'aDce, 
cable. CCJIIft de JfDr'r1lle, booed ot tile toreijpl 
~al aeJ"Y1.oee of till liNDob TreNilJ7 atated 
tb8t tDe !111,:1.., roJ.d fo,..rl,y at DMar and """ 
beiq ta1meci oftr to ~ h..S a total nlue 
ot about 8 b1111on n-eneh traDCa ($189 111111m) • 

(&) Jm. 28
1 

1941· American fhbauy at Vioh)', nanee , 
cable. Dolgian sold worth 8 b1ll1on n-enoh trance 
( tJ.89 111111oa) wu abipoed to DGI<ar 1n the Spring 
or 191,0, ~ost or it 1a at1ll in trorth l.fr1ca. 
The :"'ranch hue dellberatel,y alowd clown dollftriea 
to Gel.'lllaey. 
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- 4 -

J&n. :n, 19U. Joaerlcan &baaay at Viccy h'anee 
cable. .t. heDCh caa:.ercial pilot atet.d ~t be ' 
bad nown put ot the Belgian gold to Prance ,r,_ 
Oran to ll&reeilles. 1he Oenoana ba•e rece1Y~ 
150 111llioo heDCh trance (appraxiaatel,- t)t aillion). 

IlL 

lhe Federal flloeene Boanl•a figurea Oft the Belgian gold holdings are 
based on the r~ ot Oonmor .Jiuulo• ot tba NatlAI&l Bank ot Belgi• 
in the b&lf-:year}J' balance abeet ot tba Bank, i .. ued JwM 25, 1940, -
marbed 1n tba B. L S. Preaa am.. ot Septoabar 9, 1940. 1he B. L s. 
r&Yiew 1a baaed 011 a lrenldWter Zeituzli article ot Septoabar 6, 1940. 

In tba report, OoYemor .Jiuule• ci•• tile tollowin1 tigure o 

u t1>e gold held 1n tba Special rr.....,.,. rwxt or tl7 mill1CD wbicb 
oo .... rnor Janseen doea.>DOt ....tion, is added to the t734 llill10D, the total 
would be 1n accord with tba prerlouely ginn tiguree. btller ar not the 
'l'reasur:y tund can be added, c&IIIIOt. be deterained at tllia tl.&e because ot 
lack ot intonaation. 

Between ll&,y 8th (the date ot tile prior atet-nt ot the Bank) aDd 
June 25, sold worth 1,487 111111oo Belgian trance heel been gi•• to 
tba Bank ot l"rance tor tba exchange ot Belgian acainet l"r.,eb baollc-~>otee, 
prei\IUbly brou&ltt 1n by Belgian rehgeea 1n l"rance. B F 452 aill1on 
-u. ot cold _,. return to Belgiulll since tba Belgian bank- notee not :ret 
handed onr to the Belc1an Jl&t1onal Bank on .au>e 25th were beblg uaed by 
the Bank Of France tor re-exchange a&:&in&t h'~ bank- DOtal. .t. hrtber 
it• entitled • gold raser.ea at tba Bank ot h'ance•, _,ting to B F 5S8 
31111cn at1U bel~ to tbe Belc1m Jats.-1. Bank. It wu 1ntaded tor 
the purpose ot cOftrina: the e:r.:bange ot Belp•n qa1net !'NDcb banlc-DDtea 
and~ adyanc .. wbich tba I'NDcb Treaaury II&.)" want to extend to the 
Belgian 'l'r ... ur:y. 

In a~, tba Bank ot FrU>Ce still hold& B F SSS ai111on 1UII.Iti11aed 
Belgian gold. the Belgian eoina and notee rede-d by the Bank ot France 
but not yet returned to the National Bank ot BelBilla .-mt to 8 F 452 
llliJ.Uon. 1hey too a&)' at leut partly be elaiJied b7 the National ll&Dic. 

8)1' adding the Dakar holdings to thoee elaiae qainet the Bank ot Franca, 
t he total Belgian e1a1u egai.nat France &IDOWit to $223 J011.11on, according to 
our coo.putatione. 
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oa te_ .• .bldJ...lD.....l.2Q.. ____ l9 

To: 8ecnt&1T llorJ"'tbau 

rrooo: 11r. "1111 te 

1, 'l'loo will loa Dft 111..._ taxpqwa an J'MCbe4 
b7 u. reducti.., 111 tile~ all""UIC• &ca $6110 
t10 ·~ tor ......uct ptnONO and. &col UJO to t320 tor 
lliJIIfle, and. 117 tile reduo tiOI! 111 tbe tamed inc- an.,._ 
-• h-. a eixtb to a tct.b, 

2, •rorcecl. .. ~ a 111troducecl b7 allow1na • 
~t...-r creclit or up to t260 011 tile aboYe incr ..... 
1a U. ~ tax a...s or 20 perctat 111 e:cc••• prct1t 
tu:Dtt~te. 

), rile rate an tbe t1rat t660 or taxeble inc ... 

a ·--- trc. 25 to ~/2 perctat, ...s t11e eo
~ ••t&Ddard" inc- tax rate a 111creeeecl ~~ 
42.¥2 to so perceat. 

4o '!l>tel upsDdituree are eetiaatecl at Jl6,8 bil
liGD, or u.t. so percet or tbe aaticaal inc ... , but· 
do DOt lmlgc!e ~t to U or ~lAue ednnc ... 
0n1r 80 percegt or C'J:Ptll"'tllr• 1l1ll be tor war pur
~· Abaat S8 perc•t c! expoaditur .. 1l1ll be 
botz 4. 

5, OoY.n.eat aube1cUH tor eteb1l1a111& pr1e• 
an to be uteDdecl trc. !oo4 to tael, eb1pp1ft& and. 
n1lroed. CbarPII • 

6. Tile -t&lT tr ... t 11 e till quite eoUDd and. 
u. voe• or ....... age coe t o! borrolr1Aa 1e W/2 percent 
and. U. CbaDcallor a.S.cl "n ban 110 1Dtent1011 o! bor-

~ ... 110l'11• t!IM"· n~ 

' 
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TO l.!r • 'flh1 te 

..- llr. Adler 

TREASURY DEPARTMENT 

INTD 0PP1Ca ~TIOH 

300 

DATa AprU 9, 1941 

Subject• The BrUiab Budget 1941- 2 

l. 

Re.....,,.. 
l!lpendl. ture 
Do.tioit 

Britiab Budpte 1940-1.2 
(ID llilliona ot doll.&ra at $4 • Ill) 

1940-41 1941~ ParceDtec-~ 
'Actual) (Eatiloated) 1941-2 on 1940-41 

s,636 7,1.44 • 26.8 
lS,468 16,828 t 8. 8 
9, 832 9, 684 - 1.S 

2. '!'be a;>enditures tor 1941-2 are not etriotly oanparab1e with ~e 
of 1940.41, ae th.y- do not inolude either the value of produote beocml.n& 
an1lable under Lend.- Leaee or P"'J'll'&nte to the United Stetea under exi.atiQI 
orders . liith thaae t..o 1taoa the Chancellor 1nd1oatad that total apenc~•
tureo would tar exceed ~0 bUllcn. ( Frail April 1940 to l!arcb )1, 1941, 
tile B. P. c . will haft epeDt bare owr $1. 8 bUllon. ) £ftn without. tMM 
U.eaa t.b~ will U..orb ab<Jut. SO percant ot the national inc.-.. 

) . ot the bud&eted «xpenii tures ot ~,828 llillicn, ~ bUllcn, 
or a3.2 parcct, ...... tor strlc~ war~. $1,740 a1111m, ... 10.3 
percent tor o1Y11 purpoeee, and $1,088 llillion, or 6. S perceat, tar 
intarost and ......,_ct ot debt. !be act.aal dca•tic --''ture 1a 
estJmatad at .u.s b1ll1on, Wb1cb would Leaft about • 12 billion ot the 
total .:;14 bUllcn ot war expeadituree to be 8J*tt 111 the United tt"&"cw 
itoelt. The CbeDoel.l..ar r~ indl.cated that 1t 1a the fiaure ot tJ-4.8 
biUion of d-t111 e:<pe~~~~Jtures which 1a relnant 111 oonaideriQI tbe 
' intlaticnery cap• . In the tirat year total 4-tic e>q>endituree . .... 
$8.~ billi on , and in the first halt of the second yeu of war at the 
annual rate ot $12. 76 aUlion. 

• 
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4. TM onl.T uJor tax chf.naea are 1n the 1ncoc.. tax. 

(a) The stendarQ rate is 1ncreaaec1 rra.. 42-1/2 percent. t.o 
50 poroent, end the rate on the firat ~ ot taxable income !rem 
25 percent t.o 32-1/2 percent. 

(b) Relief tor earned 1nccme ie reduced trcm one-aixth llith 
a miiJdJI1111 allonoce o! $100(1 t.o one-tenth, with a Uldmu: aJ..iCIW&IICe 
of' ,Aoo. 

(c) 1be pereolllll. allanDee ie rec1uced !rca $680 t.o $s6o tor 
urr1ec1 persona end !rca $400 to ,..)20 !or •in&le, and the euo:pticn 
liait ia r.c!uced traa W10 to~. 

n.e cb&D&• in {b) and (c) briDC in 2 aUlion .- talcpqera, and 
all thr• chana•• will produce about ~ llillion thie :fMr and 4>500 
ailllon in a 1Ull year. lllccae tax will Tield about 13 billion. 

5. 1be 1ncrea.ee in tuation nnder 4(b) and (c) ! to a ux:imUIII 
o! 26o are to be U>eatec1 ae a cre<lit to be an1l.able tho tail)qore 
il'tir the l'far. In thie way the Keynesian proposAl tor • forced saYing• 
is being introducec1, though on a lower scale than K~os rec:omandec1 
and by a different method. A 20 percent post--war credit on excess profits 
t&x nat P~VJ~enta 1o also allawed (wit hout a maxim110 l lJGit) . 

1'hua a aubatential -t of' current incCIIle tax rec:eipto reproaento 
in tact add1 ticmal borrowing, 

6, Aa in prniona war budgets the eatia&ted NP-••IIturea and 
daticit 1lill probabq turn out to be t.oo :~Qor, 1t tho war continues, 

7. Grose ea'li.ools Tioldacl $5. 34 billlon in 1940-41 and net aarinp 
about r.A-1/2 billion. 1'he weoklJ' a..rage of' sroa• aa'finp has increaaed 
about 50 percent aince the beginning of' the aa'fin&e .-paip 1n llo..eber 
1939. The rate of aarlo&: ia now running at about ;.6. 4 billioo per aDll1l!l 

and ie NP-cted to run at about ' ?-1/2 billion tor tha whole tiocal year, 
The Chancellor optiaieticalq bopee that the forced aa'fin& dnicee be ia 
using aq actual.q incre&ae 'I'Oluntary ea'fin&, 

8, 1'he Chancellor claimed that the aonetaey trent is otill ~uite 
sound and there 1a nc 1mmodiate threat ot 1ntlation, 
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Di'ria1otl of llonetar)' 

Reaeerch 

(a) !!&tea of in eat are lmr one! much ...Uer than in the 
lut. war. (In 1916 Tr asur,r Bill rates reached. 6 percent- """ 
they are l-l/8 J>t!rcent lower. ) 'l'be groae or avarao~e cost of borrow
inS 1a now 2-l/2 percent, "and •• have no intention of borroring on 
worse terms ." 

(b) The Oovernoent is cont.rollin& pricea and. raw materials 
concant.ratin& production, and also U8in& taxation one! "forced sanng• 
to curtail cirllia.n con.s\lllption, 

(c) The CloYeiTIIIent 1e speiX!in& «OO aill1on a Te&r to atab111ae 
food prices CKI wUl 8pend more tbU T&ar to atebillse .tuel and 
ab1pp1ns pricea and prob&bl,y railroad charc... 1M &1a 1e to 1cMp 
the coat o! li't"ing index down to t.be praa..,t lnel of 25 to 30 per
cantabonl ~· 

(d) U ~ated rnenue Tielda are realised and. e:q>enditurea 
not u.eaeded and sartngs ll>Ount to the opt1ailot1o .. timate o! 
lll-l/2 b1ll1on, tba in!lationar,. cap between r ... .-.. one! dCII*Itic 
expenditur. will haw been eljm1nated. 

(Source: C&ble No. 1374, J.Qndon, AprU 7. ) 
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<JwiDENTliL (To Keep You Posted) 

April 9, 1941 

To: The Secretary 

From: llr. Yot.mg 

Re: British Aircraft Shipments 

Attached h.erewith is the latest statnent 

of aircraft shipped to the United Kingdom 

and other points. This statement shows the 

number of planes wnich have been received 

c:>at the assembly points during the past week 

P.Y. 

' 
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SUTEIIENT NO. 9 

.liRCIW'T SHIPPED TO U. lt. & OYiRSUS C<111Wm!1 

ASSIKBLY 
DESTIN1TIOB POINT 

Kicl4le iaat .Alezendrla 
Takoradl 

u. 1. u. (. 

Kiddle Eaat .Alenndria 
Takoracll 

III U.lt. u.r;. 
( Tla Gander) 

Hudson V u.I. 

Brltlah ilr Calalaalon 
April 8, 19U 

U.K. 

• 

10 
63 

7 

6 
9 

2 

u 
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(!o laep You Pooted) ' 

.&pr11 9, 1941 

'!o: 'l'ht S.Crotuy 

rro•• r.~r. ToUIIC 

of alrcratt ob1ppe4 to tile l11l1 ted 11Dc4o• aD4 

( of ph"" a which bAn bMn reed Yed at the autab17 

pointe dur1nt; tho p&Ot wU:. 

-{54, 
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ftUIIIBft 10, 9 

.uRCRAP'f SBIPPBD 'fO U. r.: • .t OVDSBAS COIIIWIDS 

PMTI•tTIOI 

1(1441• lut 

U,L 

1114dle kat 

u.x. 

u.~. 

Air COIIIIII1 .. 1on 
1941 

';;;'T 

£1elWI4r1a 
'fatora41 

U. lt. 

£lelWI4r1a 
'fakora41 

U, L 
(rla Gander) 

U.K.. 

117 Sea 
dlll'inc wnk 

ler~fl 

10 
63 

6 
9 

2 

90 

117 Ur 
dlll'inc weak 

Ap:i1'5'tl 

7 

4 

11 
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TO 

,,,, ... 

SubJeot: 

TREASURY DEPARTMENT 

INTat ~ COMMUNICATION 

Seoretar7 Morgenthau 

Mr. White 

Ger.an lzplo1tat1on ot Denaark 

308 v 

DATa Aprll 9, 19~1 

'l'bere h tl'&llaa1ttecl beraw1tb a ••orudua on Ger•p 
Explo1tat1og pt P•P"•rk, prepared b7 Mr. I.B. Clark ot 
tbll D1Y1e1011, 

GersaDJ1a reoor4 1n Dea.ark 1a ot peculiar 1ntaraat 
beoaun ot the Ka&1 01U. tbat, 1t tba naUolla ot Europe 
wUl onlJ aubait to Ge~ 1 leadareb1p1 wUbout ar.ad re
ele tanoe, tbeJ W111 a1l elljOJ the bleaa1ftea ot the •~tew 
order•. Daa.ark aubaittad, With tba tollow1ac reeulta: 

1, Ge~7 baa paid tor her net 111porte ot ll&n1eb 
goode and tor the axpenaea ot bar ar.J ot oooupat1on b7 
g1v1ng the D&nee Re1ohaaark orad1ta wb1ob the Danea are 
unable to uee. Thee• oreclita aaounted, on Maroh 1 , 19~1-
after approxt.atel7 eleYen •ontha ot Geraan oooupat1on--
to rougbl7 1,100,000,000 kroner (1210,000, 000) , 'l'heae ore
d1te are, 1n atteot, toroecl long-ter• loan• wb1ob aaount 
to near17 tw1oe the kroner total ot tbe ord1Dar7 nat1oll&l 
budget and to approx1aatel7 one quarter ot the whole 
national 1nooee ot the oountr7. 

2. In 1~, Gera&n7 bought, oYer and aboYe her 1939 
laporte, ap~rox1aatel7 175 a1111on pounda ot butter, 600,000 
11Ye p1ge, li •1111on bead ot oattle, 200 •1ll1on pounda ot 
baoon and baa, ud 10 .tilton ob1oltene. In ad41t1on, ebe 
requ1e1t1oned 700 loooeot1Yee, 9 ,000 tre1gbt and oattle 
oare, 33,000 truoka, the patrol and torpedo boata ot the 
Dln1en nu7 and the t.portant Den1ab eh1pJar4a. rurther, 
Germanr obtained oontrol ot the 375,000 tone ot Dan1eh 
aeronant eb1pp1ng atill in Dan1eh handl. 

3. Sinoe the 1nYae1on, taxea haYe been 1noreaaed, but 
the budget eurp1ua ot the tieoal Jear 19~ 1e being oonYer
ted lnto a large det1o1t tor 1941. Induatrial produotion 
le down 15 to 20 peroent. Agrioulture baa been peraanent1J 
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D1•1e1on or Konetar1 

Re .. arob 

t nJured b1 the 41etruot1on or the l 1Yeetook and pou1tr1 oapl tal or the oountrJ. Une~lo111ent 11 hlgh and UJ 
reaob a reoor4 ln l~l. Bank notee and depoelte ha•e 
expanded rap14lJ. Man1 goode, and eepeo1all1 ruele, 
are eoaroe. The ooet ot l1Y1ng 1n4ex bae rleen 22 per
oent . 

4. Gerun lnterterenoe wlth the 41111 l lte ot the 
people hae been lees hareh an4 ob•1oue 1n Denurk than 
1n Norway or the •etherlu4e. Forul.lJ, Danleh ohU 
adm.1n1etrat1on goee on ae before. Bowe•er, t he reality 
ot t he Ha&1 control ot the Whole l 1te ot the oountr1 
1a apparent to the llaaiah pOpUlaUon, and the7 are not 
reoonolle4 to the 1n41t1J11te oOAt1nll&lloe ot Ha&1 rule. 
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J'AIIAHII&U or !ZLIGlWI IIICJI1'1D 

J'IOMI Allericu :Ia llMlT, Clrcaaclrlac, 

111.1'11 .t.prU 7, 19U, aooa. 

10. I 131. 

DvlJic a Yhit OD Aprll &tb tbo CoUD .. lor of tbo 

rr.11011 :laliMOT etrHeecl tbo dolloato eitaaUoa faolac 

tbo rr.Mia abtatavaU• ta \M rr.aoll lottl-te 

at lbnpcf MA ltaDbta uA tbe ........ Upte.Uo oa4 

ooanlar wrn• .._... tho .......... -u· to ......... 

tu4a wllia ., to tlll.e ttae bM - tbrooacla la4ooh1M 

_. wtotoll aro - lwU sp or o\oppl4 llr tbe trooatac ot 

rr.DOll ,.... "' \be Ual\ocl 8\atoo. Ia • optatoa tbo 

olhaUoa h - wlotoll to 4oeontac of e:peotal eoaotclora

Uoa ooa ov pan, aa4 I llo:pe tba\ " olll 4o wltat ... or •• 

oaa to faoUtta\o hoaoh :peaootal ooatrol "' proapU,T 

roatttlJic tho ....,urec~ tu4a. 

lbto \oloii'M bao 1IMa _,to \M Dopanooat aDcl 

ro:peatecl to lbospol aa4 Jllotpillc. 

~· Dl 
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,_, ...._1caa ......... (I'Vio) no~~r 

DA!II April 9, 19111, 1 P •• · 

IOol .. 17 
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lefnoaeo 1e -'• \o \o1ecru of llaroll 29, 6 P·•·, ao. 377 fr• \be 

Do...,.u.,.,, 

OD \llo tif\ .. a\h of Maroll lD.o\noUoao wore 1uue4 to balta br \he 

J'orelp ~ ottioo 41reoUq \he bub \o nl>lllt to 1t 1hh 

li"tlac \lie "'le•oo ..Uta!MI wttll ..._ '117 .,_leal a4 .. ra~ pereou 

"lnMb1 of tllelr Ml4bp la •a• t~ ma-lH a4 ohrllac, ao of 

AprU JO, 19110 llllll 1' ... -:r •. 19111. ftreiaal .. acral poroou "heMMa1 

an 4oMri'MI aa l'reMII llllll tareS. reou. .. ot "'-• l'roD.oh eo~oo, 

oa4 torelp ....-soo la M t• aa - ... * 'r--.. or offlooo 

•laWao4 la :rr- '117 tile tarelp .. ,. .... 

All 81'1'1 .. ot .t.Pr11 JO, 19'10 •" tllo Wlaltloa for •a• foroip 

OVI"'M1oo <- llq to1ecna _. .. .,.._ \o tM ~--\), !hooo 

OVI"'Mloo laolllbl tM OVNMloo of till lrlU* a:pt.re- n~~opt o......a... 
loac loac ul llftfMadJ .. - ~' ~~ .. Aacl...-.n.Uoa llllloa; 

Ml.pa, t.e 'WI~ •• ht.ll tlel'lall, Date .. , lllltee fiorb.e, 

CI"Oo'loa tollan, lorloo tl'oMo, Aaorloa .. llal'o, ....,.,lae peooo, 

JlorqpoM ......... I\ h o\o\14 1a tllo lao-UM at till J'oralp 

lmbup ottloo tile\ tMM .... ore -••OOI'J' for ... lahtortac \he roou\ 

law •-•rala& ooUllac .. , .. *lob _. ,.,.lo la forolp ourroaoloo. 

!Ilia o\otoMot 1e oorre'bora\14 '117 a II~ ottlolal la \be J'iaoaco lllalo\1'7, 

IIIIo aooor\o ..pUoallJ \ba\ \ho Goraaao voro act reopoulb1o for \he 

h- of \ho lao\noUoa. 

'O'OMllJ tM J'oreSC. ...,h., ottloo li"• '-b 1a \he -oc:v.plo4 

tlrrltorr penlool• to voaotor to tllo llal\14 ...... * 4ollor "' r •• 

bo1of1Clac to Aaor\- oUl_. ..,. ....,. ~~- ., \heir rool4aco 1a tlllo 

oou\17. ~ m••n. J.ldf, IA: I.IIV 
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PJ>RSONAL 
A.';D SECRET 

D .. r Mr. Secreta,ry, 

313 

IIITIIII Ill._, 

WAIMI.OTO., D.C. 

April ~th , 1941. 

I enclose bereln tor your peraona,l 

an4 aeeret intormatlon • copy ot the latest 

report reee1ve4 t'rom London on tbe •1l1ta,ey 

alt;ua,tlon . 

Believe me, 

Dear 10:'. Secret..ry , 

!be Bonoura,ble 

Benry Morgentbau, Jr. , 

tJn1tll4 SU.tea Tre•aury , 

W•mlngton, D. c. 

Very sincerely yours, 
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SI'n!ATION R!PO!!T 

I. Weatern Theat..r o! War, 

316 

II.I.D., W.D., 
April 9, 1941 
12:00 11. 

Ak• ger.n. stronr attaclca •re ...S. over '&Ill and lut. 
n1jlht, wit.li"tbe a1n coac81ltrat1on clirectAd ~ eov.at.rJ'. 

BritUh. Laat nilht. the R.A.P. repeatAd ita beP7 
attack on ltiel. !Ide, ar-t:ann an4 Rott.erdaa were &Uo raided. 

II. 8alkan '!'beater of !K. 

!!round: Oerwan forces entered Salonth at 4:00 A. II., 
April 9th • The Qeran lli&b eo-and &nDOIII>CN \laat all ar-k fbroM 
eaat of the Vardar hAn capitulated. aer.n t.roope ban captured 
Skopula and thua anered -.n!cat101111 betWMn Oreeca .nd '!IIF
alavia. Another Oerman colllm baa captW'ed lliah and 1a ,_ threat
anini 8elp-acle from the south. A J~~n~~tion between tha QeNIIl Jnt/1 
and the Italian forcea 1n Albania should shortl.J be attainecl. 

Oenan troopa are imradinc lllco&l&Yia fi'OII aouth
ern Auatria. The c1t.7 or llaribor (ll&rbW'c) ,in Slovenia, baa been 
captW'acl. 

.Alhanla, .&pparentlJ' onlJ'local actiY1t7 iaYolrlJII 
Italian, Qraek tncl 'fUi08liy tcrcaa. 

Air: Geran c:loee 11Upport .nd atrat.epc bollbine cant.1ralecl 
1n YIICO&l&Yia. .&ppartmtlJ' onl7 cloea a up port 1n llacaclonl• . 

Ul. llecliterr_.., IUld Atrican Theater• o! War. 

~~ ~. Axis torc:M are ~hine on toward Tobruk, 
forlll&l' Ital anna...I""biM ., miles aouthaaat or o.rna. 

Eritrea. -aaua, Ulportant Italian Red Sea port, 
baa been captured b7 Britlab torcea. 

llot.e: This military situation report is iaeued b7 the IIUit&rT ln
~nca Division, General statr. In viaw ot the occasional in
cluaion ot political 1ntorat1on ancl of opinion it is claaailied as 
!tea trictect. J!!S'lRICTIID 
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.lprll 10, 19U 
10:00 a ... 

RE STABILIZATION OPERATIONS - CHINA 

Present: 

H.ll. Jrt 

Bell: 

H.W.Jr: 

Bell: 

Currie : 

H.lll.Jr: 

Bell: 

H.II.Jr: 

Mlite : 

Mr. Bell 
llr. Currie 
lfr. Cochran 
lfr. White 

'lhe Ju!t1011. ot a repr .. eatatin on thb Bow. 
Lau Currie do .. not want to go. 

Doea not? 

No, 

lot even fo~ three .oaths? 

Bo. 

.lDd he auggeated one lh1 te, and I turned that 
d01111 because I oaa•t span hia, and he sugg .. ted 
Coe, and I can't .,.... h1a. So then bl saggeetecl 
eo..lssioner Foz of the !lritf eo..iaaiam. Be 
aqa it will be .ulreq aooeptable to the hid
dent. 

I don 1 t know hia at all. Jlan7 lm01ra h1.a. Be 
auggeated hiD the other a.,. 

Be is a n17 --

Be is a good general eoo~ht. If he goes, I 
lhould ve17 much lib to han ou of IV boys 
co aloug with hia. 
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H. II. Jr: 

White: 

H.li.Jr: 

CUrrie : 

H.ll.Jr: 

Bell: 

H.ll.Jr: 

Cochran: 

White I 

Cochran: 

White: 

Currie: 

323 

- 2 -

\\ho'l 

Well, either - if you ruled Coe out - I didn't 
know you ruled him out for that. Then T11lor 
Professor Taylor, University of Iowa, who kn~a 
the Far East, knows the foreign exchange and 1a 
a very good man. ' 

.Ul right'l 

Tea. 

I don't know him. It will be all right with •· 

You a .. , the lll8lllber of this Board has to han u 
alternate. Somebod7 ought to be onr there. 

I lmow hia re~utation. I paned on hill when he 
oae in. Be lS the man who talked in Vanoounr, 
iln't he? Don't betme on it, !Nt I think he 
did. 

Do you think he would be preferable to Tenon? 

Ch, 1"• I do. 

I lmow he is a better theoretical an. I didn't 
lmow whether he had had uq practical experience 
in banking, 

Be haa had the kind of experience that would be 
neoe&a&rJ there. He would pick up the other 
"'!{•fc~. He doean • t han uq pl'&ctioal ex experience, but Towaon'a experienoe ia 
very ted. He is juet a foreign exchange .an 
in a bank. 

I waa hoping, H&rry, that the Americu .Uer 
there might organi~e a little group that might 
tate the place, substitute in part, for AD 

.&urioan economic mission, which Chiang Iai-ahek 
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H.Jl.Jr: 

Currie: 

H.M.Jr: 

Bell : 

H.M.Jr: 

Bell: 

H.U.Jr: 

Bell: 

H.Y,Jr: 

White : 
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- 3 -

wanted, which I don't think we are reallf pre
pared to send. Thq could do it under veey 
!&Torable circuutancu, a group there. They 
would be independent o! thh fund, It ia 
within the term. of reference, it 1eema to me 
as far as the whole budgetalltproblem is con·' 
cerned1 which ties in direct with the problem 
o! stabilisation. The atabil cation of curren~ 
OOMI right b&ok to the budget. '!hat and tl'&lll• 
portation ue the two u.1n econOIIic probl ema in 
China todq. 

lho pqa the l&l&l'7 of theae people? 

P'roa the tund. 

•• bann •t rt a renlar 1're&IUJ'1 fellow t 0 ••lid 
beaideet I would 6e wonderful training for 
eCIIIeboq, 

You .. an have we got one over there? 

No, Eddie Bartelt or some young fellow that you 
would like to give the training to, 

I don't kna~r. I haven't givan it &IIJ' thought. 

I •an, the books have to be aet up. Would it 
be under Bartelt? 

Well, the accounting could come nnder hia. We 
have nothing to do with the Chinue acoo1111ting 
thing nnleaa we wanted to participate in that 
like we are doing for South Aaerica, like we 
contemplate doing it. 

I •• just thinking, here 11 a chance to gin 
aaae Treasury man a little foreign aer11ce ex-
perience. 

What ldJ:Id c! experience, Jlr, Seoret&l'7, do you 
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H.ll.Jr: 

Bell: 

H.II.Jr: 

Cochran: 

H.ll.Jr: 

White : 

H.K.Jr: 

Bell: 
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han 1n lliDd? 

Well, the thing of 111ing hcnr 1.110ther gcrrera
•nt flmotiou ud -

Filoal. It llipt be gooa experience, 

I • thln!rtng, tor illltuoe that tbe ou th1Dg 
11hiah the lHiloh au 11hioh 1 &J.n,a aa.u.a, ... 
the r..oh 'I'J'I&IIII7 people, the 1IIJ tha7 wouU 
aa4 their ..n oat to their ool.olliea &1ll c-. 
~ ..a ~ thea but ana ...a tua em apia. 
It ll 011.1 eenloe that I U.,. tMiapt .. gOoa. 

It •• the beat aenioe 1n Fnaoe. 

.l tellGilr would go 011t, ua he woula •- back 
111.4 111l1ld up this thing 1n the lPIDAih - it •• 
the 011.1 th1llg - I 1111&11. thue MD. - wbat •a thl 
-.., the red-head.t You take a .u like hia. He 
•• a "ff'f7 able citisen, but he got hh training 
'b7 gow aroUDd cme place IDd uother, ana I 
WOill.c1D. 1 f OTir look it • 

I th1nlr that h a Te'f7 e:a:oellent thing to ao, 
bat I th1nlr tbat the .u 1f111 1ud ha• to go ewer 
111.4 get tha kind. ot experl111.01 ill the field ill 
wldah he 11 1D.. lor ezaple, a .u ill the thcal 
field would go OTir ud pt fhoal experience. 
It it 11 ill the tleld ot 1t&billution llmd, it 
CJ9t to be a -t&'f'l .u. Ilit 1a the liela 
ot tuatl~a, it Ollght to be a tu: Jail, 

Ba.t •-'boc\r bas got to 11t up the books. 

Well, ha oould 1ort of be tied in with th11 group 
and get the u:perience on both eidee. You re
...bir We had the diiGUIIiOD the other cl.q ana 
the agre ... nt about getting a re£~:l eTe'f7 three 
uath• and Roger• thl'ew up hie • and said 
to m: a 'balanoe lheet ol thh .flmd would take 
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HJ,!. Jr : 

Bell: 

H.Jl. Jr: 

Bell: 

H.ll.Jr: 

Cochran: 

H.ll.Jr: 

Bell: 

H.U.Jr: 

CUrrie: 

H.ll. Jr: 

Curriu 

H.lr.Jr: 

White: 
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weeka. We made one up1taira o! our tund 1n 
about thlrt,. llli.nutea. 

That 1e what I fta thinking about. Who keeps 
the books on our stabilication? 

Mr. O'Daniel. He doea a swell job. 

ADd that 1e llllder who? 

Bartelt. 

!!!at 1a what I aq. 
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!h., will ban to atart a nn 17st• out there, 
btoaue the boob eo far ban been kept by one 
of the lll'itiah buka. 'l'hq will ban to out 
that out. 

I think it is a good idea, don't 7011, Lauch? 

It would be excellent training. 

.l -.n who bep1 our booka when we go 011t there 
&ad 1111 that we get the reports. 

I11. I aa quite auioua, Jfr. S.cret&J7, tbat 
t01' the tirat three or 1ix .onth1 llJ3ft1 thl1 
would act in part &I an ecoi!Dtic u chlna, 1ou 

•••• 
W.ll, Fox ia on tbat end. 

!hat 11 right, but he nll4a 1.e good 7oung -.n 
there to work with. 

Well, there would be two. 'l'hh man would be on 
the bookkeeping end, and TIJlor would --

~lor would haTe to act &I the alteruate. 
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ur.Jr: 

Bell: 

CUrrie: 

flhitet 

B.ll.Jr: 

'hllite: 

H.II. Jr : 

Cochran: 

White: 

Cochran: 

White : 

H.ll.Jr: 
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'fell, l ook, gents, I can •t gin it &Ill more 
tt. now, but I aa willing to aa,y th&t i! ;rou -
han 70U got tan minutes, Bell? Do ;rou 11811t 
to continue this conversation now? 

We can, but I would like to think about the 
other end of it . 

I dou ' t ltn01r, llr. Secretu;r, whether Fox il 
available or not. 

I dcm 't either. 

~, in order to keep the thing IIIOTing, Fox, 
ft.Tlor, and 101lebod7 !r011 Eddie Bartelt's o!!ice 
ia O.I. with ... I! ;rou want to readjust the 
thing it is all right. 

You have ruled out Coe. 

Dl!initelf, for per sonal reasone. 

Ia Taflor likelf to stq on the department with 
ua here? 

He has got a Jl&r' 1 lean o! ab11nce !roa tha 
Uninrsit)', which expires, I think, this -r, 
and there is sou corrupondence with the prui
dent. I think he will gin hia another lean, 
lnlt --

Mrrint was, i! we get the experience even on 
tha end ! or someone, it would be coaing baok to 
ua. 
That would be the underatanding I would han with 
hia if he were t o go. 

Of oouree, this bo7 in ;rour (Cochran's) shop ie 
a good JaD. 

Regraded Uclassified



Cochran: 

Curr i e: 

H. II. Jr: 

White: 

B.II.Jr: 

White : 

H. I.I.Jr: 

White: 

H.Jl.Jr: 

Currie: 
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There are two good men in the Reeerve, Deaprea, 
who already knowa the 1ituatlon there, and 
Xlndleberger, who 1a with the BIS and who ia 
baok there now. 

Don' t forget about Ha11ke7. 

I know Ha11ke7 well. He would be a good 701111g 
IIAD t o 1end along with, but he wouldn't take 
the place of Ta,lor. 

I aa just thinking, here i1 a chance to get 
10118 Trea8111'1 men aa~~e tield e:r:perilnoe whi.oh 
I han been talking about, and there are fn 
opportunities come up. 

That h eomethlng the Br1tilh Tre&8111'1 don that 
we d011't do . 

I • aqing it. 

The British do it 110re than the Frenoh. 

Did 7ou aoco!lpllah what 7ou oaf for? 

I d1d. 
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April 10, 1941 
10:10 a.m. 

RE J.ID TO BRI'UIK 

Present: 

H.ll:. Jr: 

YoWlg: 

H.l.!. Jr: 

Klotz: 

HJI. Jr: 

YoWlg: 

H.lo!. Jr: 

Cox: 

H.ii.Jr: 

Cox: 

)(r. Cox 
Kr. Y01111g 
lira. nota 

' 
I ant the KolleJDolda letter to the l'l"eaidtat. 

Horan baa it all readf. 

Who? 

Thompson. 

God, to get acaething here in m:r lluda. 

You aaid to haTe it read7 for a 9:30 meeting, 
ud we dlcbl' t ~ n one • 

.lJI1thi.ng new on rq getting aey mone7 for ten 
Coaat Guard ahipa? 

llo. 

Thezoe ien't? Ul right. 

We bann't bad a chance to get up the .. oruma to Jludget on the thing. 
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B.ll.Jr: 

Cox: 

B.ll. Jr: 

Young: 

H.l.!.Jr: 

Young: 

H.ll.Jr: 

Young: 

H.l!.Jr: 

Cox: 
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ill right. 

~ that I should know before the 11 
o' clock ueting? 

330 

ODe aide iaau~1 on 70ur Consolidated B-24's 
we checked wi tA Colonel liTera in the Air ' 
Corps, and he aaid aa far aa heknew, there 
were no bugs in the thiQg. There was one 
plane that had scae ainor detect. It had 
atopped--

I got that troa the Bl'ltlah. 

I cot it troa the Bri t1ah. Thq had trouble 
with the front landiQg wheel on it. 

Well, I have asked Philip - aaaebod7 told ae 
that all of these Boeinga had all'eaa, gone 
to England, which isn't true. 

No. None ot the have gone over. 

Well, han ID1 of the Consolidated& gone over? 
Didn't England announce the arrhal of one? 

'that was the first B-2-l, I aa prett7 sure. 
I just checked before I camein, and I will 
han that information in the next 10 lllinntea. 

Good. 

OD the shipping thing, the;r ue still in
tereated. We have been reconstructing colored 
ups tor them in terma of what 7ou can do 
under the Neutrality Act, and we han got one 
finhhed in the Middle East, and we are doing 
one of the world now on an eight b1 tour aize 
showing the plaoes private American vessels 
can go with al'llla and without 11'111 and eo 
forth. 
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H.J.I. Jr: 

Cox: 

H.JJ.Jr: 

Young: 

H.Ji. Jr: 

Young: 

B.J.I. Jr: 

Young: 

Nothing elae? 

No. 

- 3 -

That thing yesterday, did you get Yaok the 
additional list 7eehrday? He said he 
would haTe it cleared b1 noon. 

The two aillion dollu lilt? 

On top of the two aillion, aore. He na 
Riting !or it. 

Oh, on this Greek and Jugoaln atu!!. 

Yea. 

331 

No, we took it up with the Bu~et people 
Jeaterday afternoon, and we will be sending 
1 t onr to the thia morning in the fol'll in 
which the7 WIDt it. In1tead of the actual 
detail, the n~aber of pair of ehoea and the 
nlllber ot cotton underinwerl 111d ac on, 
the7 will go along this nJ. Th•J want a 
·~ ol.Uait1oat1on and will get along on 
that bash 1natead of it• bJ itta baaia. 
So we will break it d01111 1Ato clothe• and 
concrete aixera and 10 on. !bat ia where 
we are at the ac.at. Cli!f 11Dder1t1Dda 
that. Be aa here 711terdq afternoon. Yie 
U"e tJ'7ing to get aaJ fr• this itemsed 
bDaineia It it ia po11ible to do it and get 
lato •••thing on th11 c_..rcial buaine11. 
There '" a YilT~ maber ot 1Ad1Tidual u .. ot all k!.nda. It 11 a hard Job. l(r 
feeling on thb whole thing b, I thillk it 
1a beglDnlng to Jell a lltUe now. I thillk 
tr. an orpniaallaaal point of Tin, n 
han .a. a lot of progrlll in the lut r .. 
a.,a 1n tJ7lng to get lt i nto abape ao JOU 
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H.l.!. Jr: 

Young: 

H.I.!. Jr: 

Young: 

HJI.Jr: 

Young: 
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know what is going on and ca.n keep ;rour 
banda on it . However, thia statistical 
business is getting very serious . We will 
have to get that straightened out very 
shortly indeed. 

No one has talked to Haas or me about it. 

No, I am talking about it. 

What? 

I aa talking about it. 

Well , 70u are not Hopkins yet . 

Shall I get Hopkins to call ;rou or do you 
want to call Hopkins? 

(Telephone converaation with Clifford Mack 
follows . ) 

332 
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R.M.Jr: 

Operator: 

I!.M.Jr: 

Operator : 

H.K.Jr: 

Operator : 

Cl1fton 
Kack: 

H.H.Jr: 

M: 

R.H.Jr: 

M: 

H.M.Jr: 

K: 

R.H.Jr : 

M: 

R.M.Jr : 

Bello. 

Apr1l 10, 19~1 
10 :ll a. a. 

Do JOU want to tal k to Mr. Maok th1l 
aorn1ng? 

b
in a oouple of a1nutu. Tell hilll to atand 
7· 

All right. 

Bello . 

lt1' . llaok. 

Good aorning, 11r. 

Bow are 7out 

10:17 a.a. 

11ne, tbanlt 7ou, Mr. StoreU1'7. 

DD JOU want to ra11e anJth1ng about the 
lend-l .. le purchadng thU aorn1ngt 

lot &nJthiDS of epeo1al .oon1equenoe, 11r. 

lnl'Jth1DS going alongt 

333 '-

Yee, e1r. We'•• ooapleted about tl a1ll1on 
of that War Deoartaent lilt and b7 the end 
of t he week we'll haYe the r elt of t blll out. 
'lbeJ haYe w1 tb41'awn oerU1n ol'dere - about 
t JOO,OOO. 
Of that $2 aill10D 2? 

Yee, e1r , and we have eoae new order• 
totaling about 1500,000 that are apart 
fl'o• that War J)epertaent lUt. 

l .. e. 
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K: 

11.11. Jr: 

II: 

R.M. Jr: 

M: 

B.M. Jr : 

K: 

R.M.Jr: 

M: 

H.M.Jr: 

II: 

R.K.Jr : 

M: 
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No~ 'be Greek and YugoelaY eupollee _ 
we re wa1'1n& tor the allooa,ion or tunde. 

So no,hlng elee hae happened other tban 
'hey'•• withdrawn 1}00, 000 and added 
1500,000. 

Yee, eir. 

And 'be 1500,000 ooaee dlreot tro. Bopltlne' 

That 00. .. dll'aot tbroup !011111 OD Ule 
~eu of requiaUlone. Cbald.oel.a, aqu1~ 
aen' and evppliee of •arloue kinde. 

I eee. 

On the GNek and Iqoal&Y lUt we 11'a plng 
to haYe oonelderable ao,1Y1'7 there ~n 
that etana. 'l'be 'otal of 'he raqu1reaente 
they'n 1nd1oate4 'hat oqbt to be boupt 
through ua will I'WI around, ob, about 
135 ailliona, but of oourae onl7 • pan of 
tba t right aW&J and the rut U extended 
onr a period rlpt up until the end of the 
Jear. 

334 

Now, are JOU getuna &n7 allooauon of aone7 
to oarrJ thl• extra work' 

Not adalnietratiYe expenee. I tb1Dk we oan 
0&1"1"7 it for the tiae being with our 
organir.atlon. 

Well, there ie 110 alllion there in tbe 
bill. 

Yea, air, and we're now teklng atepa 'o 
nt up an expedit1111 unlt lookllll ahead a 
little blt eo that When tbela order• atart 
to aoYe, we'll be able then to baYe a group 
that will follow tnrough the ehlpaent. 

Well, lf JOU need anJ aone7 7ou'd better 
epeu to Noraan !hoapeon about u. 

Vel"J good. I'll do tbet. 
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- ) -
R.K.Jr: ])on 1 t wa1 t too lone. 

K: All r1ght, 11r. I'll eure do \hat. 

H.K.Jr: All r 1ght, Maolt. Oood-b:re. 

M: Oood-b:re. 
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H.!.!.Jr: 

Young: 

H.li.Jr: 

Young: 

Cox: 

H.l.I.Jr: 

Young: 

B.V.Jr: 

Cox: 
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To answer your question about the atatlatleal 
thing, if Barry wants aomething let hla call 
u up. 

Right. 

See? 

!11, tlr. 

You lau11r that Currie h interuted in lhip
aata to Bangoon on the Chineae thing? 

Lauch Currie just lett here, llld he uid fer 
Cllll week Iince the President told hla that 
he waa to look after the Chinese thing, he 
baa been tl'7inf; to aee Bar1'7 Hopkins, and 
he I&Ja it la iuch eaeier to eee the Presi
dent than it is to ••• HarJ'1. For one week 
he baa tried to eee BarJ'1, and llar1'7 won't 
au him. 

I haTe talked to him several times on the 
telephone. Be has called to find what we 
&1'1 doing md how the thing ia shaping up, 
and ao on. 

Be baa been unable to see HarJ'1 . 

Be haa app&rentlJ talked to hill about this 
Bangoon thing. On the shipping problea, 
there ue two other things of soae interest. 

ODe h that, in this rooa, Land and Vieke1'7 
had a terrific fiibt yesterday about fiTe 
taat boats that tne British want. Apparentl7 
V1cker7 thinks they oan a.nd should be made 
anilable a.nd Land thinks they ought to be 
atalled, and ought not to be made amlable; 
and the thing was left so that e.ppe.rentl7 
Land won't transfer the boats unless the 
President orders it. 
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H.V.Jr: 

Cox: 

U.tl.Jr: 

Cox: 

H.li.Jr: 

Cox: 

Young: 

Cox: 

H.ll. Jr: 

Cox: 

H.ll. Jr: 

Cox: 

H.loi .Jr: 
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Who instigated that? 

Instigated what, the fight? 

The f1Te, not the fight. 

I don't mow, I think Salter probabl.J asked 
for tw. 
fo .at. the run to where? 

I think on the Borth .ltlantle, 

Are iOu lllU'e Donoftll aidn • t do 1 t? 

I dGD't mow who inatigated it. 

ot ooUI'ae in Churchill' a speech which I 
han read in today' a papers, the onl3 thing 
that he can announce la the ten Coast Guard 
outtera. 

That 1a right. The other thing that hasn't 
gotten:i aerioua consideration but I 
think t to be kept in the back of your 
llind 11 e Western H.Uaphere line in 
tei'IU of either tranaportation or cODTOJ 
IIIOT-Id in that line, 

You aean Newfoundland and that aort of thing? 

That aort of thing and nan beyond Nn
toundland, in tei'IU of the traaitional 
Aaerican dew that we han got an interest 
in and haTe got a right to proceed in the 
Weatern Heaiaphere. 

(The Secreta1'7 placed call for Kr. Hopkins) 

Do 7ou want to know where he waa la at night? 
He was out at Oxon Hill, Sumner Welles' 
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Cox: 

H.IA. Jr: 

Young: 

H.ll.Jr: 

Cox: 

Young: 

Cox: 

Young: 

H.1!.Jr: 

Cox: 

!l.Y.Jr: 

Cox: 

H.Y. Jr: 

Klotz: 

H.M. Jr: 
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country place . (Laughter) 

Ian' t that marnlous? 

Is this the new ~unioh? 

Something. 

Sumner ia still holding up the thirtr Greek 
plane a. 

No? 

He is not holding tha up --

He ian' t doing an;ything about it . 

338 

Ther are going to get thamaelves into trouble 
because Reeves has cone ahead and disposed 
of them. 

He baa alreaey shipped tha. 

Has he shipped them? 

Yea . 

ill thirtr? 

He said he bad actuallT ahipped fifteen and 
thm he _gave orders to ahip a011e othara. 
He aqe, 'Uter all, rq job h to get s011e n• 
atulf. That is water over the aa..• 

I want to meet that fellow. 

Who is it? 

Admiral Reeves, retired. Thef brought him 
in to handle this a tuff. 
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co:.:: 

Young: 

B.lo!.Jr: 

Co:.:: 

H,J.I, Jr: 

Co:.:: 

Young: 

H,ll. Jr: 

Cox: 

H.V.Jr: 

Young: 

H.K.Jr: 

Young: 

H.V. Jr: 
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I! you looked at hila you would think he 
was the ancient Teralon ot Caspar ~1quetoaat. 

Be baa a keen sense of ht111or, 

Look, 1 t is Tery 1111barrauing .tor 11e to tey 
to get - this ia much the W&J they 11.1 aome
th1~~g n1 ce in these letters, would one ot 
J011 10 onr DOif to 1te Hopkins, and when 
he co::t aak h1a to get the President to 
alp 1 lettor'l llldch one of rou ante 
to go ~er there for ae? 

Well, it doen't ake anr difference. Phil 
and I alwap eee hila anpay. 

Before elenn? 

We oan do that. 

Ie Hopkins baok'l 

Yea, he h on the telephone. Do you hue any 
hell tanor about it? 

lo. 

Do JOU'? 

Ho except that mf only hesitancJ ia that 
th~ thing oaae frr:a here and thl t 1 t is or 
baa been mf buaineae • 

• 
'l'o do what? 

I teal a 11 ttle bit about the sue way fOU 
ao. 
'!'hen you (Cox) go • 
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Cox: 

H. lo!.Jr: 

Cox : 

H.!JI.Jr: 

Cox: 

H.ll. Jr: 
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That relievea me. I haven't any heaitancy. 

JAd here is an extra oopy in oaee they have 
loat it. 

loa om f~n~!er now e.nd atiolr. thia into Burr' 1 • Go over there immediatel.J. 
It I cat him Oil the wire, I will Uf th&t 
I aakid ;rou to - over. 

340 

Tall ou •lmiUl' AJ,. ou't JOU0 .,.ate thia 1a 
d elft'a aiu1 get tu Pl'uldmt to aigu lt 
at eleTa o'olook. !Ida 11 the ao-called 
1We7Jlold 1 I letter o 

1 e 

All right. 

.llad I will take oare of the Coaat GUard 
'buWIIo 

'l'he meeting is adlourned. 

!bulk ;rou. 

Ca1'PJ em. 

Regraded Uclassified



R.II.Jr: 

AprU 10 , 1~1 
10:50 a ••• 

Bell pleaee. (Pauee) . 

Operator: Mr. Bell. 

D. w. Bell: Hello. 

H. H.Jr: Would JOU and Gaeton put 7our beade 
to1ether and I'd llke 70u to put in a 
tor.al requeet to the Bureau ot the Budget 
tor t25 a1ll1on tor 10 Coaet Guard Cutter• -
tor a det1o1eno7 appropriation. 

8: •ot •• an allotaent 

B.M.Jr: What do JOU aean allotaent. 

B: Out ot the leaee-lln4. 

B.M.Jr: 011
1 

I Juat got tbJ'ough tallt1ng with Hopl<ina. 
'lfe 11 neYer get 1t out ot that. 

B: Reall7. 

H.M.Jr: fhe7 1ll kid ue trom nov to dOOIIIda7 on it. 
He aa14 he vae going to put it up to the 
Pree1dent to e1gn it and be proaieed •e 
he'd do that a veek ago todaJ. 

B: Yeah. 

H.M.Jr: 

8: 

B.M.Jr: 

B: 

R.M.Jr: 

B: 

He'll oeYer do 1t eo let'• go the other 
route. 

0.1. I'll talk to b1a about it. I'll talk 
to Gaeton. 
Yeah, but it Juet goee tro• JOU and Gaaton direotlJ 
to the Bureau ot t he Budget and troa there to 
tbe Pree1dent. See? 

Yeah. 

~rw1ee we'll neYer get 1t. 

All r1gbt. 'lfe • 11 von out 1011~ procedure 
to pt 1t dlreot. a.,, I 41~ t tell rou 
thil •ol'D1DC about the tour o clook report 
lalt n1gbt. 
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H.M.Jr: 

8: 

H.M.Jr: 

8: 

H.M.Jr: 

8: 

B. K. Jr1 

lo. 

On the lbort note , 11. 6&11, 000, 000 and on 
~· lonaer note tz,o;8,ooo,ooo. ••'"' 
eUll sot the 11&11 reporte to hear tro•. 

I •••· 
1o the;r're r .. n:r so1na awa:r up. 

Good. 

0.1. 

!balllt ;roa. 
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April 10, 19tl 

TELEPHONE CONVERSATIOJ FO~UP1 

In phoae OOJlYeraatlon with Ill'. Bell todq, the 

SeoretU'J' uke4 h1a end Gutoa to put their heeda together 

ud put in a forul nqueat to the llveau of the Baqet 

for $25 a1111ca for 10 Coaat GuJ'I1 Cuttera. 
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April 10, 1941 
4:15 p.a. 

343 

RE COAST GUARD TRANSFER 

Present: 

H.V.Jr: 

Gaston: 

B.V.Jrr 

Gaston: 

H.Al.Jr: 

Gaston: 

H.K • .Jrr 

Gutons 

lfl', Gaaton 
.&aalral wa .. che 
lfl', Foler 

Jowl I didn't read that -ranchla. 
(rererrlng to M.oranihm fro• Aalral· 
Stark to Secl"eta,. ltllo:~, dated Jaroh 17.~ J-} 
h b 1 "" '1-/ I V.. ...,.4-~ ~ ..:t-(. j. I' 
Je haTe a better COpf than this, 

Thla ls all l"ight. .Juat let .. l"ead this 
thing. Ie this the aame thing ae I ha~e 
had? 

Yea. I can go get -r copr. 

Jo, ao, thie ia all l"ight. lb7 does Stll"k 
lie to •? Be ••t think I • an awful 
fool. 

Be told JOU this waa the , ... thing? 

Tee. lb7 doee he lie? 

!bat pba thal"e (a .. ~nnda fro. SeoretU'J 
to PNalclat, Dated .april 10, 1941)-.R~~..._,~~o=: 

!~.~} := ;!:!~~!n~~!~~:~.fu tha c:!.t ~;;. 
OaaPI to the Ia~ Depal"taent, and lnoladea 
.... atat..-nts of how he would pi"'poee to 
operate it alter it has been tl"anefel"red. 
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B.ll.Jr: 

Waesobe: 

H.ll.Jr: 

Gaston: 

H.II. Jr: 

Gaston: 

Waesche : 

B.li.Jr: 

Gaston: 
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Katb• I should •11 be it under ldaaprehenaion. 
But he argued and I a aid & "Don' t arre wl. th • e 
until I read tbi a thing . I mean, got quite 
atern. Don't repeat what I have aaid. 

Jo, air, oertaiDlJ not . 

Let • Jut uk Jft thla. 

• llaft aot a -• ' h 011. JOU to the 
.... lltal .-oblaa :rav ilea wi tb JOUI' 
...aeret ... bl ol iii loaYenation tooa:r, 
tM lutnotl .. tolar, wt.tll a apace for 
tile PIHlltd11 approftl, ..a we ucle it 
tUtl preelHo 

!llat 11 l'llllt. 

• traeferrel to tbe lla'f an1'7thing, in
olalLDI oae huDdrel twantJ•fl•• foo ters, 
••lift loa breaker• aal ezaapt ten hundred 
t.IR'f-11•• footer• Wbloh are ln process 
of ....... loa for uae •• aei'Ylo• - aa light
Mul ""loa boata. 
W ho ......,... 1114 t1ND\f-f1n footers which 
• IH •111111 1n ur1t1M aemoe training. 
8o tMre b a total of twahe oae hllndred 
t.eat,r-f1•• footer• .. are retal•lnc· 

:;::.c:, Wllk we ought to aq what w are 

rE
a eu,!!L. aq that. We are reta1111ae 

n oae ea twatJ·fln foot patrol u, ta whloh are alar prooeu or OOD· 
w•eloa tor 11&hthoue 11moe boats, two 
111doh are in tY ..n tl• aerdoe, and all 
tloatlac oratt a.aller thaD a hundred aaa 
tWI.tJ•fl•• tootera • 

• 
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But there are eoae other craft like the 
llckapoo which we are uaing tor ice breakere. 
It we are going to speoit7 that, I augfest 
we state all other floating oratt not n
cluded in that tabul at ion shall remain and 
then we simplJ take the register and see 
what remains. • 

We 117 all tloating equipunt , and then we 
define the eeagoing tleet as tollowa. 

Yea . 

I want to aat JOII (Waesche) Ws. Are JOU 
satisfied with thi1' 

PertectlJ. 

Ia this what JOU would like? 

I would rather the whole thing would ata7 
under the Treaeul'7 Departaent. JlaturallJ, 
I don't like the idea ot diYidlng up the 
Coast Guard, but this ia second beat. 

Well, let • uk JOU thie, would r.u rather 
han the whole organisation go un er the 

. lfaV' 
lfo, elr, I would rather these tunctiona -
that la, with one exception. I teel that 
the Coast Guard' s ohlet dutlee are those 
autlel which bJ law are tied up with tbe 
!re&IUI'J Depart .. nt. 

Jaw, I teel that the Cout Guard belong• 
nth the departMnt thet hu that autho~ltJ. 
1a long as the author! t7 h to reuin in 
the Seor~t&rJ ot the Treaau1'7 to control 

Regraded Uclassified



• 

B.ll.Jr: 

l'aeaohu 

B.ll.Jr: 

- 4 -

ehipping, all the dutlea under the authoritr 
Of the eapionac lOt reuina under the 
athor1t7 of t TrtuiU'l Dtpartunt, tMre 
b ao q~~eatlOD in 111 a1n4 that that h llbere 
tu 'blllk of the Coaet Ouari 'btloq•, ua 
natvalb if that fuot1011 of the e011trol of 
tile Ml"'iauat ah1ppl111 alaoQla go to the Ia.,, 
I thlllk 1t allaala-all go 1 but I • Jut 
pattlq that 1f tlltrt --

!'all b 'llhat I toU the Prttlbnt. WJ~r. 
Prellle:at, u I .Uentua, 70! ... t • to 
ao tlae life ••Ybc• • I aall, -yoa ... t • 
to proteot the l'l'hllne of tM Gon~t 
... ao the Jwobop patrol wort ... a. .... t 
tab• wort ua the lot Patrol wort. • I 
ocnaliD't thlllk of 1 t all. • 

Be ,.,., "That h Ju•t 11hat I want JOD to 
ao.• 

I tala, wTha I take 1 t JOD wut l'ae•ohe 
aD4 his org.uisation to 1t17 in the TreaaurJ 
u a part of the Trea•UPJ organisation.• 

-..u, • ht ,.,,, .. auohe oan uke up hie 
.taa what he want• to do. Be U7 want to 

r. to eea, but it he wanh to •t&J, thet 
I all right. 8 

I doa't mow of ID1 ll&gOiDg Job the lta'IJ 
woula han fop •· 

I • Ju1t reratlng. I don't mow - but I ... tea to· ge over the ilea to hla. 

Be eald "Well the lla'fJ doun' t want &DJ 
of that1 th1ng.& Ani th•n Stark

0
kept 1putterinc 

111a I eald. "Jow lhten, Frank, to Knox, and 
Frank tnox'eeid, .. ell, I don't want &D1 ot 
tho ... • The Preaid1nt had it 'ftl'7 detinltelJ 
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in ~nd . He eaid "I don't want the Ra 
to be bothered with all that harbor stu!~. · 
I think this ia the proper thing. 

I think it ia a ewell break, penonall7, 
because I feel tbia wa;r. Thla aeane that 
there ie enough there that when thie show 
ia OYer, i t will continue ~ain and the 
Coaat Guard will be an independent entit7 
Ulld II' the frlltul'f , 

Jow, that wu the thing that ;rou alwaf8 
Wll'l a.fraid of. 

ibaolutel;r, Kr. S.oretaey, and that h tha 
thing - I aa one of the few officer• that 
bas fought the transfer to the N•YJ all l&f 
life. 

I think it has been a ewell fight, and --

I aa thoroughl;r pleased and thoroughly satis
fied. 

ThoroughlJ' 

With the exception that 11 long as we baYe 
got to gin tha a011ething. I would be 
.ore pleased if we could haYe eYer;rthlng, 
but thia ia - I aean to ••1 - 1••• eir, 
I u pleaaed . 

low wait a 1econd. It ia thia way. It ia 
a question of doing it thie W&7 - all going 
oyer to the NaYJ entirel7 - -

Jell, there ia no question in my mind about 
that at all. 

I didn't know but in ;rour heart JOU wanted 
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to go onr to the Na'fY. 

Not _ sir, I don't think I baTe &!Ten 70u an1 
incucation of tbati and if 70u go back, nen 
since I haTe been ~ommandant and a little bit 
before, JOU will know that I haTe probabl7 
b11n the spear-head in the Cout GUard of 
the fight to keep out of the NaT7 for ac.. 
thirt7-fiTe 7ears, or at leaet fifteen 7ears. 

I mew there na aoae good reason I ..ae 
J01l C~dant. I didn't know mat it wu, 
'but I knew there na aoae reuon. 

I t.ll JOU what JOU do, Herbert. Itnox 1a 

r ing to be hera at nine t011orrow morn!,. 
wollld lib to ban 7ou here. I would ike 

to haTe fole7 here and read up tonight, fole7, 
on the atatutor7 duties of the Coast Guard 
under the TreasurJ, if neoeasa1'7. (facetiouslJ) 

We hann't 71t found any law which makes it 
pouible - -

Well, how is he going to do it? How is be 
going to tr&D~fer part of it. 

'le detailed two cutters to the Na'fY, and 
the7 are opereting under the lfaTJ under the 
Chief of ~?Peratione and on a Mre letter of 
the President directing us to do it. I think 
it h nlld. 

well , JOU aee, Ed, between now and Dine 
toaorrow moming, we can't opente without 
a l &WJ8r• Where 1a an econoaist'P We need 
an econollist . 

What is that? (Referring to memorandum fro• 
the President to Director of the Budget and 
SecretarJ, dated April 10.) 
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I decided to split the two things. There is 
the Bureau of Marine Inspection and Navigation. 
It would ~um the other up pretty badly if we 
stuck it ln. 

I would like Ed to be able to say tomorrow 
there is no question legally that the President 
can do it. 

!low, you have got fro. now until nine tomorrow 
IIOI"'Iing, aDd JOU can get the Coast G.tard aea
going laWJer. lho h your lawyer? 

Harrison. 

Do you want a good lawyer? 

Sure. 

Well, he ia good. Nine o'clock tomorrow 
morning then, if r don't hear to the contrary 
thia thing is all right, and you will have 
a legal wq of doing it. 

Tea . Suppose we come to the conclusion we 
have to have legislation? 

Jlo, don't do that. (Laughter) 

Well, we won't unless we have to . 

We will get a new lawyer. (Laughter) 

Well , that is what I wanted to know. 

111 right . Thank you all. I am tired . I 
don ' t want to do an:r crowing until it h 
over with, but I think it is the beat battle 
we have ever taken on with any other depart-
aent . 
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I am tickled pink, but I don't want to 
crow )'et, because old St&rk isn't licked 
)'et. 

I am, too. 

Does he want it all? 

Oh 7ea. Read hia memoruulua. 

What he Mana b7 saying this ia the aaae 
thing, he aeana that with the transfer to 
the WaYJ, he could adainiat rate i t in auch 
a •&J• it he wiahed, ae to acco.plish sub
atantiallJ the aaae objects in practical 
ettect. That is the onl;r thing that is 
true . Otherwise hie statement i sn' t true 
at all. 

350 
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CalF IDElft'W. 

April 10, 19U. 

TO: The Preaident 
FROM: The Secret&ry of the Tre&aury 

The following 811lbodiea rq underat&nding of yoU~ 
Yerb&l inatructiona of thia 41: with respect to the 
&asicaaent of cert&in equi~nt and !unotiona of the 
Cout Guard to the II&YJI 

351 

11th the exception of thoae Yeeaela which &re ea
pecid~ &d&pted to use •• ice-breuera, and with the 
exception of cuttera needed !or operations on the Great 
Lakes, the entire seagoing fleet of the Coaat Guard to
gether with the neceu&ry peraonnel to un it will hlre
&!ter operate aa a part of the II&YJ under the Cble! of 
II&Tal Operationa. 

The normal operation &nd mainten&noe costa of the 
veaaela of the Coast Guard which &re to oper&te &a a p&rt 
of the NaT.T will be de!ra7ed fro• Coast Guard appropri
ations . 111 .. jor alter&tions &nd other unueual coate to 
! it the &bove ehips !or llaT.T aerYice will be de!r17ed !roa 
I&YJ appropriations. I! neceaa&ry, legialation ia to be 
obtained to authorise thia. 

Together with the operation of the preaent aea
golng fleet of the Coast Guard the I&YJ will tU:e over re
·~naibility !or (1) o!!- ahore reaoue &nd &eaiat&noe work; 
(2) weather obaenation patrol; (8) Berlnc aea &nd ilaaba 
patrol; <•> intel'D&tional ice patrol; (6) Greenl&nd patrol; 
(6) trana~rt and aupp~ aerYice to Pacific equatorial 
ialanda; (7) o!f-ahore neutrality patrol. 

With the aboTe exoeptiona the Coaat Guard will re
tain ita preaent organisation, funotiona and eq~ipa.nt . 
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!he faotlou whioll tile C:O.at Oaara will tlma 
to perfora lnclua. tile followiqt 

0011 1 

( 1) J.ll lll-ahore uahtuce work. 

(2) 111 .. rchant ahip control aa4 other dutiea 
perforaed bf Captaiu of the Porta. 

(8) Opuat1011, Mint-o• repair, ooutncti011 
aa4 4enlopuat of l1ptlloua11 ;;! other &14a to u"fip
tloa. 

(t) w autlea - the lll'nt Llk•• 1101'11&117 falliq 
witblD the acope of opentloa of the Coalt lklt.N. 

(5) Io•·breaklaa 1a laterlor ..a ooutal ater1 of 
the Ualtocl Stat11, llloluaiac tho Gnat taba. 

(6) !rahlnc of Mrobaat .... 1a, 1114 C:O.at o.ri 
plriOIIJlOl, 

lqulpMut to bo rotalu4 bf the Coaat Guri will 
lnoluAet 

(1) J.ll pr11eat Coa1t Oaal'4 abon 11t&blhhMnta. 

(2) 111 Coaat Oau4 alronft, 

(8) .lll other fioatlq u4 aborl •rlpuut .. OIIIIl"J 

to the perfo....aoo of tho taDotloaa llate abo~•· 

"Searoln« neet• u ••4 allen, h liDUntooi to 
llacluio the follcndJtcr Sen1l 817.;.foot outtera; fov 
240-foot cnattor1; •onat•• 166-foo!J:;:;:J;t•; twni;J 
125-foot petrol bo&ta, ..a tile foll aolualfl;;;H-..., 
II&COI"' cutteroz 1111LGl, 'ULL&POOSl, I , UIMIICJ, 
Sll11111. 

APPROVED: 

April 1 liMlo 
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Jeaee 
Jonee: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

K.H.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

H.M.Jr: 

J: 

R.M.Jr: 

Hello, Henry. 

My name. 

Apr1l 10, 1941 
4: Jl p.a. 

Yee, eir. You've got a terrible cold. 

I'a going hoae in a tew ainutea. 

I'd like to beg ott until Monday, inatead 
ot rrid&y. I thOught you'd rather do it 
that WQ. 

Sure. Juat a aecond. !bat giYte ae a 
brealt. 

Well, Monday or Tueaday either one. I Juat 
want to .. ..•. 

Well, don't get too deep in th11,Jeaee 1 without giYing - you know you eaid you d 
ooneult ae. 

I won't. I ' ll make no commitment until I 
taUt to you. 

low, let'a leaYe 1t th1a way. RaYe your 
ott1oe oall up Monday and we'll work in 
an appointaent. How'a thlt' 

ftlat'e all right. 

Or do you .ant a det1n1te appolntaentt 

lo, I'd rether do 1t that way. 

ll11ht. 
tou eee, the two rranlt• want •• to work 
on tble Pan ._er1oan thing toaorrow and I 
noticed JOU h&d a mieerable cold and I 
thOUCht 7ou1d rather put it ott. 

Well, it'• entirelY agreeable. 

leah. o.l. 

!bank 1ou tor calling. 

353 .... 
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CORFIDKNTUL 

.lpril 10, 1941 

To: The Secretary 

Fr011: :Ill'. Young 

Re : DeliTeriee of B-24 Plane a 

With reapeot to 1oo:r request concerning 
deliT11'7 of B-24 planea, thl British Suppl1 Council , 
bAa furDiahad the following information: 

Two B- 24' • and one LB- 30 (Brit i sh equivalent 
of the B-24) han &ll'e&df gone to England. 

There are two B- 24' a at llontreal. (llao two 
Fl7ing Fortreaaea, B-17). 

There are two B- 24' a and tYO LB-30' 8 at New 
York. 

It 11 eatillated that frc:a two t o three B-24'a 
or LB- 30' a will be oo!llpleted b7 Consolidated within 
the next two weeks. 

With r11peot ~to the lut two groups, the British 
lfill have to furnish lntormation later a8 to when 
the7 will be re&df to luve Canada or New York. 

354 ' 
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COIIFIDENTUL 

April 10, 1941 

To: The Sacretarr 

From: Ur. Youug 

Re: Boai.Dg and Conaolidated Bombers 

llr. Faira;y has advised me that of the twent;y 
Boeing B-17C's fourteen are now in various stages 
of having leakproof tanka and other small itema 
installed. These inatallationa are being made 
rapidl;y and should soon be finished. Of the re
maln1ng ei~1 three are being held in Seattle because 
of bad weather, one is at Wright Field, a.nd two are 
1n Canada read;y to lll" flown to England. 

With respect to the ru110r 'lilich ;you heard con
cerning bugs in the Conaolidated B- 24, IJr, Fa1re;y 
advhu u that there are no 110re bugs 1n that ship 
than are to be ext'ected 1n an:r new t;ype ship which 
has never been built before . \'lbatenr bugs han 
been foUDd are being rapidl;y elilllinated a.n.d every 
th1ng h proceeding s1:10othl;y. 
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CONFIDENTI.lL 

To: The Secret~ 

Froa: llr . Young / 

1pr11 10,1941 

Re: Boeing m d COD.Iolidated BOIIbera 

In connection with the iD!ormation I gan 7ou 

tbia mornlng concerning Boeing and Ccnaolid&ted 

bombers, I ~ &tt&ching herewith for 7our iD!ormation 

& copr of & rnised 1118morandUil which I heTe juat 

receiTed from the Britlah SupplT Council. 
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CO'?l!I.m•tm B24 !'Fib 

.lrnied ill U.l. 

At ._tnal. 
At 1ft IOZ'It, emooute to loaw..J. 

April ..UftriM b7 Coaeol14ated (t--et) 

• • • • 

3 

2 

4 

6 

ll 

26 

35? 

IoWa 5 of t1Jon 6 rill M -.4 t• tftMporl paapoeoe, proba~ 
Vau-&t.la:DUo tU'1:')'1JII tor pUota. 

" .. tnel 

U ~(tor tiDal cMclrap Mtore 4ellftl'7 
to loatreal) 

At Seattl.e (u-t reaq tor tlJ&llt to ) 
ill3toD 

At SaoraMDto aDil/or PortlaDd tor &44it10D 
•• u .... ..uac tanka • other eqllipaeat 

2 

l 

20 

.. biJoCtoa, D.C . 

April 10, 1941· 

RECEIVED 

APR 10 1941 

r_,...,. ... ,..,y ... 
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lll111 Chauncey: 

358 
6/5'41 

llr. Foley said tmt there ns 
nothing here which the Secret1.17 should 
ha'ft dalled to his attention. 

VoOu.ire 
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OO!!fiD!miAL CONFIDENTIAL 

AG 020. 1 (J-29-a)l~N 

SUBJECT 1 Procedure Onder tho Lend.-Lenso 
Aot. 

ro I The Chiefs of .\rms and S..rvtcoa 
and the Divisions or the 
liar Department General 
St.a.rt. 

AprU 101 1941. - ) 

'l'ha following letter troa the Secret&~')' or .ar 1a quoted 
tor 10\IJ' 1ntorsat1on and f:Uidance: 

359 

•1. The Act ot ~b u, lJ4l (Lend-LeaH Act) iapoeea 
hea"7 reapona1b1llti"s on the '.a~.· Dopartaont 111dcb .,st be .t 
with proaptneao and dispatch it . he p;rroses ot the Congresa and 
tha orders of tha President are t.o be consultlll4tad. stratel;ic 
I'\! Sill te llffecting the detanae ot till. a country JIIQ' dep«<d upon 
the epead 111 th which this Aot is a.dlldniaterad in tho Dapartamlt. 
I therefore desire to 1111prcss upon all oonoemed the necessity 
tor J'I'OIIpt notion in all l'l&tturs relating to tho Act. 

2. E'rel")' ettort bas been ""do to sot up the adlllinis
tration ot this Act in the Dapartatent so as to apply to the leod-
1- procraa the nonoal procedure ot our proc~t acencies. 
I u confident that our present orcanilatlon, increased b7 the 
aupentation of such personnel u -.y be nec:oosary, e&n fllU)' 
-t the acldiUcnal respone1b1l1tiea to be illposed upon it. 
It appears neceesary, hooleftr, to set up in the Ottice of tho 
llhdar SecretarY ot •:ar a dinoion to be called the Defense Aid 
Dhbion with d..uea aa abo.~ in ExhibU 1 herarith and I ho...,, 
accordinG].)', directed that such nn orpnisaUon be created. 
Tbie dirlaion will be concerned mainly with the coordination 
end acceleration ot all phases ot tho lend.-laue prou- within 
the Depart..s>t. It is ~ desire that all papers pcrte1o1ng to 
the procr• be handled in the •:ldediate aotion" category • 

) . Attached hereto as Exhibit 2 is an 011tlin~ of the 
routine whtch 11111, in general, be followed w1 thin the \,e.r De
part.alent. 'l'he desired budgetary procedure is shown in Exhibit J, 

4 to deal with questions or eubatunco 11h1cb we can 
tor•- wUi arise under the Act, Dafonee Aiel C.-1 ttees , whose 

CONFIDENT.AL 
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functions are set forth in Exlliblt 4, will be organi~ed . llo 
now eon"l1 t tee has been eet up for aircraft i nsODic:h as the 
Joint Aircraft Cocmittee, nhich has haretofcro been in operation, 
11 in a position to perform the functions proscribed tor the 
DefaMe Aid Cocmitt<ros in ZXhibit.s J and 4 an<l, subject to the 
principles Wld proce<lur~ outlined in such Exhibit., the liar De
partmont members of the Joint Aircraft Coc1111ittee arc hereby 
e~1powored , in addition to the powers heretofore exorcised by 
th~m on 1 hi.l Jolnt :.ircrart Colll.dtt.ee, to perform lvith the 
Britloh, or other t•epresent .. tives concet·ned, the tltnotions of 
the Dofonso Aid Cocmitteea. 

5. ' lar IlepartJ:oent ll(lencieo are au thcrized to issue 
neceu&ry Nculaticna, not inconsistflllt w1 th the policies 
outlined herein, to acbinist er their ectivit.ics under the Act. 

6 . Close con~ets bet·...en the persornal or the - ar 
Depertaent &nd the accredited !oNti.,'ll repNtacn~tivcs concerned 
with triU'lSI\Ctions under the .\ct .rall be SOUGht ~nd encouraged 
at all t il:la.:l. 

7. The OrGanization here< n pl!Ovided for is solely 
desicned to expedite, net to c0111pl1cato , the >fOrk ot too 
e.-dstiiiJ procurement ag"ncies . It is abays •ubject to chan:;e 
it in the U ,ght o! dxpel·ience it doea not ful!Ul its function. 

/S/ llliNllY L. STDISON 

/ 
4 !nels: 

Exhibits ::. - 4 . /_ __ 
OOPIES t'U:li;ISJll::D : 

Ur. !larry Hopltins; 
The Soca·et ary of the Treasury; 
The Sccrota~y of the l!avy; 
The Secretary of State; 
Chairr:an, Sri tiah Supply CouncU 

in llorth America; 
l.:r. ' ,'111, s. Knudsen, Office ot 

Production !:nnagement; and 
Clearance Coadttee, An>Y and 1/avy 

Nunitions Board. 
-2-

Socretary or •iar ." 

/ 
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Alrll 8, 1941. 

otN.ce Order: 

1. In order to c""'rdinato the tllncticminp or the \lar D&
partment 1n ita re13tioa to the Act ot t•sroh 11 19~1 (Puhll 11 
77th Concreea), there 1a hereby created a div:l.ai.on 1r, the ot~ice' or 
the Under Seorete.ry ot 'ar to be known ae th., Defense Aid D1•1aion, 

2. The duties of the lletonao lid Division will be aa toUowe: 

.!• To maintain liaison on N ttore ralatinc to the Act 
ot Ml"ch 11, 1941, with the following: 

(1) Such agency or aaonciea u lillY be designated 
by the Preaidont to ac1Join1et.er the Act. 

(2) Other goverr..ont agonelee. 

()) ?oreign tove~nte. 

(4) Ar:ns and Serv~ceo ot the ,..,. IJepartooent ..,d 
the ' iar Departnc,,t O<mer&l starr. 

Ja. To coordinate J'equeoLe for aid f i 'OIII foreicn govarn
IIIOnte with interested a.~enciee Of the ' Ia!' Jlepart.lllent • 

.!!• To coordinate the pro<:ure10ent under appropriations 
p1·ovided to il:>plement the Mt, in collnlloration with 
the Production Branch and the PurchMe and Contracts 
Drane!., Office of the UndO!' Secretary of "lar; G-4 
Division .i:tr !lepart1!1ent Oen~rel Sto.!t; and the Office 
of Production l:'.anageoent. 

~· To coordinate the distribution or t~ iteas to 
foreign &<>wrncente, in co1labor.:~tion with the 
(}..4 Division, - .ar llepertaent Oencr&l starr . 

.!• To coordinate the activities authorir;ed in Section 
) (a) (3) or the Act, 1n collalloraticn vith the 
interested llj;GnCiCa of the l.ar Dapart.ent. 

L• To supply foreign gowm.,ente with defense intol'
mntion pertaining to defcnee articles, in collabo
ration ldth the G-2 Division or the ;;ar Dapartment 
General stat f . 

&• To report tc the Adllinietrator or Export Control 
the dtlfense articles .,d defenee 1ntonnat1on 
role:JSed tc foreign gowG .-nte. 

(!>:bib it 1) 
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l· To initiate requests for priorltioa tor material 
equipment, and machine toola !or foreiGn orders ;~r 
military equip:~ent and auppliea throunh the 
Priorities COJ:IIIIittee, Al'1ll,)f Wid ll~vy llunl.tiona 
Board, and tho Prioritiea Admlniatrator, Ortice of 
Production ~~onag_,t, 

~. To clear prel:lllinary n"';oti.ltion reporta f<r prc
curecent of 111UtaJ7 equir--t and .,ppliea tor 
foreign govenu:aenta other than beneficiaries or 
the Act o! ~ch n, 1941. 

1· To prepare staff action for the appronl of the 
Secretary of ·;ar, on all •tters portainin& to 
the Act. 

!!• To clear ite= fer export on the boda or llil.ita..,. 
secrecy, 1n collaboration \Tl th the Q..2 Dhieion ot 
the ·1ar Dcpart.oent General Staff. 

!l· To aa1nta1n the office of record for all tranaoctiona 
of the '·ar llcpartmcnt under the Act of t:arch ll, 1941. 

2• To J.'umil!b such st3t1aticol Worwation aa aq be 
required, 1n collabor<ltion w1 th t.be Statistics Bnllcb, 
Office Under Seeretery of l•ar • 

.2• To particip11te 1n t.be functions of t.be Joint AdYUo17 
!loud on Allerican Rep.lblica. 

S• To discharge such additional duties pertaining to 
the ACt of Karch ll, 194l, u aq be preacribed b7 
the Under Secretary of war. 

) . To proYide persoonel tar the Del- Aid DirtslOD, I 
hereby tNnafor th11 c~bsioned and cirtlian peracmal or the Arrll!1 
Section, Clearance Coa;dt t.ee, Ar11J ond NaY7 IU!it1ona Board, to the 
Defense Aid Di vilion. 

/S/ 11I:11RI L. srn.::.oN 

Soeret.Ar7 or 1ar. 

(Exbibi t. 1) aJ f I lf'n'llL 
-2-
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C!)JlOIEI"l'lAL 

I 

l. Roquosta !or assistance rooeived from foreign govem

aoenta Tlhoae defense is deemed vital to t.he defenuo of ~he United 

States w1der the terms of the Act, to be rerert·ed to t.he Secretary 

or ~iar. 

2. Retorrod to the lletenee .\1d D1Y1s1cn, 0 . U. s. '1., 

t or reccaaend&tion. 

) . llefenee Aid lllviaion infonoally to conl!lllt G-4 a~~d, 

it adv1Mble, oth~r interested '.ar lle!-Mtmmt asencico and prep&re 

recOI!IllOnd&tlon t or sicnature of Chief of starr . To obtain t.he basta 

tor reccma:endation, llefense Aid 'Ol.vioion to rout" requ.ests throuell 

the appropriato Defense Aid Requirements Cor.ndttoo, calling for 

definite reo011111endationa as to dispositi on or lllllt.,riel or placuent 

or orders. 

4. Reply of Chief ot starr torn.rcled to Secretary of l.&r 

!or appro\'81. 

s. After appro'f'al, ton;arded to I bite Hcuae . 

l.lll'fil !lOUSE AC!Ij)!! 

6 . President issues clil·ectivo to Secrotary of : rar. 

(y\1\ OEPAJf!:~IT...t\giQI! 

363 

7. Oiroctlve turned over to Datense Aid Division tor pr&

to -..,. Pcp:u-tmunt ~oncies, and 
paration or appropriate instructions 

(Exhibit 2) 
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COllfiD:lr.'IAL 

subaitt.U t.o the Sec:"et.u-y or .... , t.brollgh Ex<IC'othe, o.o.s •. :. and 

G-4, for s1Lnature, •.ith copy or origl.ual action by C:tief or Start 

(paragr,phs 4 and 5 above) . ~pies or diroctivoe will also be 

i'llrniahoo to B.O. I. D. 

364. 

3 . ..nr !Jqpa.rtment "!lencius concerned in executing appr oved 

action, includin:; B.o.·r.D. , to maintain informal contacts \11th the 

De!enoe Aid Division durinc process or execution and render r eport to 

Defense ,\id Div<-'100 on ca;;pletion. 

9. Defense .Ud Division to be off'l.ce or recc.rd fer Len&-

Lease Act triU'Iaactians Md to prepoL-e :mch reports u tha l'ruident 

and/or the :Atcretary or ':ar m.q prescribe. 

(Exhibit 2) 
-2-
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COIIYilDITIAL 

O!I'!'Ll11!: OF BUOO~A '!1 P;()t;I.])Jal: U!111.1 !J:l!U-!..AS~ ACT 

11Ail D:!PA.1TI ::liT 

Upon receipt or approved expomU ~ure prO&rWIIs or requests 

for services in ~bo Defense Aid D1 vision ot the Office of tho Onder 

Secrotuey of ,;ar, they will bo tranlllli tted ~ tile Budget Orticer or 

the "'ar Depu-t.alcnt lObo w1ll l'l&ke application tor allocations ~ the 

liar Depe.r't..nt of the noces5a17 fllldD for the approYGd purposes. 

Upon receipt of such allocatior.s, the a.c~&ct Officer of 

the .oar DepartAen t will mak" &;>pOrtionm,nts ~ -.:encies 1d thin the 

i1ar Depe.rtment 1n accordance nth the a Prroved expenditure prograos 

or requests for service a, inton.li:rl¥ the t-etonoo Aid Di vi:rl.on of this 

action. 

The existin;; aeeountinc ~:~ethoda n thin the 1ar Department 

w1ll bo utilized 1n accounting for Lond-Louo tun®. 

Tho preparation of e::y>en<li ture programs .,d requests !or 

aeM'icea, as well as tha adrdnistration or any 1\vlds set up for 

adlll1n1atrllt1ve upenacs, 1dll follow present procec!>Jre. 

In case l\lture appropriations are roo.uired for Lend- Lease 

purposes, the nomal estillatin<; cycle will be ccnpleted. 

(Exhibit 3) 
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Il:PEHSJ: A!1l <UJ.ITT!'XS 

There will be created td thin the .lru- Department c01nmHteoa 
to be known as tho Defense Aid •lcquirernents Coor.o1ttee3. 

366 

The function of the•e Co'lLiitteea within the .far Department 
will be tho dotenn1nat1on under tho Defense Aid procram or mteriel 
roquircn~nts as to type, qwmtity 4nd rle.tinlltion. In carrying ov.t 
thia fUnction, thr Committceo "Oill follow such policies u cay be 
proacribccl, trom time to tillle, by the Ch.lo! or Sterr, subject to sue~~ 
redetel'll1n.tion, i! ani', as ""'¥ lator be ude by the President. 

In pertonrln,: thoir 1\mcttcn, the ~ttces ~ be c-
pelled to plan tor the diversion or ... teriol to uoes not contemplated 
at the tiM or the placJ.ne or tho orders. 

In dealine l'fith tbia problem, the Cotnittees ""'¥ propose 
plans tor 800611-hat distant objectives. Hcmever, raeCin'lendatians !or 
actual divcreion should normally be mde only sutriciently tar in 
advance t o penni t arranr,eoenta to be W.e tor the eftccti ve use ot 
the diverted materiel at the COIJipletion of pro<inction. 

The Cor.vtlittees will be or11anlzed tor oaoh o! the following 
supply o.r1IUI and eerviees, i . e . , 

Ordn:uu:o 
Ch~cal 
Sign.U 
Ehj;ineer 
Quartenouter 

In or<ier to provide continuity and unity of direction to 
these Cocaittees , they ..Ul include a nucleus of peraonnel uhicb vi11 
have r.el!lberahip on all t..,e coo:m.ttees. Thia nucleus lf1ll be cocposed 
ot the !ollowinc: 

Q-.4 • !ar Departlr.ent, Chairman ·-
lleprcaentative of the Under Secretary or "ar 
lleprcsentativo of the Clearanee Corm>ittee 

o.r tho Al'11\Y and flavy J.'lmit1onG Board, aiXl 
Rel_'rosentotivo of tho !'oreign S11pply Service 

(in case ot tile Brit 1eh, the Chairman of 
the British Supply Co11ncil). 

(::xbibit 4) 
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OnUod St.atu an.1 !oreJ.en Nl;>r<;a"nl~tiveo or the an:a or eervice coo
cerned and or the Wltr of t.be it.«a un ler co•>oiti(,ntion ahaU be 
.ecbera ol the respective Comnittees, Ln appropri1te a1tuat101\8 
the Trainin~ Division o;· .tur l'lano llivle101\ ot the 1rar Ddp&rtm..t 
General Stat! will be represented, Tha eo.-.u.tt.ae d~cioione will be 
ai(lned by the senior represent.~tivo ot each noncurring group, 
111nor1 ty views, 11 any, will be sub:li tt.od by the serdor m11:1ber or 
any non-ooncurl'inll group. Those will oo lllltnitted to the Chief or 
Stat! to asoiot him to COI\oult with the Preeident. unclor tho pr~ 
visione or the Lend-Le&$8 Act, 

FACD.ITIS! CO:l r>mf 

lk>da:- the Land-Lease Act cncl pandtna >ar DeJ>u-nt 
appropriaUono, there ia approxil;.at~l7 l,)O.),OOO,OOO rronded tor 
new taoUities a"ll1 3 coc.:dttee cons;atirs of eu general ofticen 
has been aolect.ed under t'le 3Ut!IOritr of tt. Onder liecret.ary of ·az. 
to contl'ol tha !.u:liities Pf'Ort'"'"· To consult !dth thie c-dttae 
appropriate represeatat.ivd• or t'le "rit1oh S.1pp'.y CouncU nUl be 
appointed with opportunity to present th"ir Jiaeentin;; Yiews, it anr, 
on D3ttera rel&ting to th~ neces&itr far rind rriorlty ot additional 
tacUH1es being croat.oo, ..o th• IJ'IJar Se~rotory of .. ar. 

(Exhibit 4) 
...z-
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4-10/41 

I~ 
) 

SF.NATE 
{ DowXIII'\' 

No. 42 

I'UROHASE OF FOltElON t\fERCIIAN1' V};ssJ-;U) }'OR 
NATIONAl, DEFF; NSE 

COMliUMICA'l'ION 

..... 
THE PR~IDENT OF THE UNITED STAOO 

A DRAFT OF A PROPOSED JOINT RI!SOLUTION AUTIIORIZI!IO THE 
PUROllASE OR REQUISITION Of ANY FORRION MERCHANT 
VEI!I!EL LYING IDLE lN WATERS\\ ITHII'I T ilE JURISDICTION OF 
TIIR UNITED STATRS WIIICII l ij NECRS8ARY TO TilE NATIONAL 

DB~'ENSE 

APttll. 10 UC'Ii~All\'e day, Aram. 7), l041.-R8di rtrerT'f'd 10 tt•t- Coanmith.-e on 
Comme-r~ .nrt ordf'~ lO llf! J>rln14!'d 

To r/u Congrm of U.. U•ilM SWu: 
There are now in our portl a large. num~r of foreign mBCha.nt. 

·-'- ··hid• h., .• been hero for .Onoidc .. ble ptriodJ or lime and 
wMeh becauae of war conditions have not. ~etn fit t.O dtpart. 

Section W2 of lhe :\lerohan~ Marine Ac~ of 1936, u omendnd bylhe 
ac:t. of Auguat. 7, 1939, autborius the Maritime Commi.tlioo, wbenenr 
lbo J'r8idenL ehall proclaim lhaL tbe ... urity of the national def.
makN it. advisable or during any national em~rgeney dee.lan.d by 
proclamation to requisition or p~rc.~ any v~ or other water· 
craft. owned by citiuns of thf! UnitNI Stal("t, or under c:onstruetK>n 
within tho Uruted Stat~, or to requilition or ch•tttr th~ U$e of any 
aucb propor~y. and providco tho~ tho o•'flcr thc11'0r ah.U bo paiil 
juat compensation lor the pro~rt,Y taken or _lor ita u~. Tbe !AIDe 
oootiou provid .. • melhod by wbich compcn .. t•on ob•ll oo dcterrruned. 
There docs not appear to be any comporablo provision witb rflpect to 
rorcign..ownrd ve&80l8 lying idle in our JlOrt'· ' 

J ll view or tho growing Abort&g6 or llVfl1(ftbJO tonnngO I lUted lO our 
national needs, 1 a.m satisfied, art~r ~nsuHAtion with tho ltcods or the. 
iut~rl~lC'(I depiU'Uil~llts ond agenCICI or LIH~ 00\'4'nliiH'I1t, t.bat W(!. 

368 
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4-10/41 

2 I'UR()BASB 0~ ~RJ.:ION WRitCliA!<T Yltllli&I.S 

ahould han ale~utory ~thori'{ to take O\'Pr tn .. ,auc:h ,.eeetk u our 
nM<II ~ requtre, •ub)ect., o tourse, t.o the payment. ol just. com· 
.,.,....loon. 

IL it obviouo lhaL our own ullimat.o delenao will b<> rendered I utile 
il tho growing sbort.age ol ahippiog lacilit.iN Ia not al'1'011t.od. It ;. 
alto ob•ious that. inability t.o remove aeewnulaling maleriaJa from 
our porta can only reoul~ in ai<>PP"i• ol produelion wilh att.odan~ 
un0111plo,1DIODI and llllponeion ol prilducttOn eontraell. IL ia lhe"" 
lore -liAI both I<> our del..- plana and I<> our dom .. tie oeonomr. 
lh&l wa ~ nol permil lbo continuance ol tbo immobiliution m 
our harbors of shipping laeilitieo. 

I allaeh u ol possible uoiat&nce to lho Concn- a dral1 ...alution 
deoiped w rocoompliah lbo J>"- abon outlined. II wiD be 
noted \h&l lbo clrall eontemplateo tbo '* ollunda appropriated by 
lbo Del..,.. Aid Supplerueotal Appropriation Ael, 1$41, approvod 
March 27, 1$41. 

Fa.uutLUf D. Rooarn~LY. 

Tn W10""' Ro"""• .d,V 10, 1941 • 

368 

Regraded Uclassified



1 

) ... 001 

Regraded Uclassified



,.. •• 2 ·- 2 2t. • a 
~c- -· ( , 

j~ ,.. ...... ... ,.. 
••• ra.-·r ,, .... ., .. • 

aLI 'I tl .au. .. I .. " P'. 1 I 11 -~ 0 J 

n ··- ··-- ......... ? n' 
Mt" 11& 

...... , •• 177, ..... , , ..... 

tlll'll t?£ F ' e' 1 U. .. 711 a Dd I 2 _. ... -. .lt Ia tuUIP tt,.a .. 'lit ... I 2 &2 I 

11111• tllll .... J a Jl & t ... a MM II ! $ 

..... ., ............. 'l ..... u..., 
Jill 2 tl 0 IF 

• ... , , as , ...... ''" 11a •a ... -· 
,_ 511 1 I :•u &It, It ., " 7llt lt - .. lui 1\r 

•-alall' n•r ._a a1nar 11•• 4,.nl 2 a as= 
1a u= .a• as"• 2sf'blltlta t1 ei 

'II ks p 'JP e 11 ua!II .... 1 s" tile 2 M" 

Regraded Uclassified



·•· 
.Swa til tM I I IM"tlee tl &a) I ' '¢ 1 .. &tb 

1 ' as a • ... 111stWJr t Milas .a -... 
rhn .. _.ad til" _. .... ' 11 'II .. •• 

tl I q! INC Tnt 01 ..... " .. Brl .. (') M1ae 

1 q' I 'r a :rl t II ls tl Brltl* • 2 I 

...,_ t1 .. al fl .. •••• 7 I eP 4 Ill W) II-

llWif tl II II Is .. & .. • 2 US a fir tlk-1111!~\?Jii•l 

"171.... . 
5? ( t-o+) 

Regraded Uclassified



372 

TREASURY DEPARTMENT 

INTIER Ofr1riCll COMWUNICA TtON 

DAn Aprll 10, 19~1 

To 8eoretary Morgentbau 

I'IIOW H, D, White~,_/ 

SubJect: The Eoonoalo 31tuat1on 1n Belg1ua 

the tollowillg po1Jih _,. be of 1Jitereet to rou 
1n '!'leW of TOW' 41en .. 1oll With Belc1u P1D&Doe Jl1D1ater 
Gutt: 

!nr od: ';!t!!:1;Je. '$!:,!! ru"::l\!!&:4.111 

!he pr .. eni luAMd ration 1e about ouo .. a 
weelr., oa.pared With 110 oanoee tor O.raaay, 71 tor tha 
Netherlaada aa4 '5 tor Polaa4; other food& are ooaparablf 
lhort. the baala r .. aoaa tor tha fo'l4 ahortace are: (a) 
the high 1n411atr1al.1ut1on of the ooutrr u4 ita ooa .. quent 
noraal. 4apudanoa on t.norh4 food& (b) tha 4eatruot1'1'., 
neaa of tba Geraan 1JIY&a1on, aa4 (ol tbe neoeaa1tT of fa~ 
1ng aneral. bu4re4 tbGuaaa4 Geraan troopa now atat1oned 1D 
Belr1aa. 

2 . De 9:m'P' If' .,..,AI abqpt olt=t1tSh or th• Btli''R 
nat1pp•l tp,27 t:f~geqapat1op ooete alopt . !bt Belg1aD 
national. 1Jio- ore tbe 1nY&a1on •a le .. tbu $2 l/2 
blll1on per year. !he O.raaaa are talr.1ag ~ .Ul1oa a 
•onth 1JI ooeapatloa ooata. !heae ooo~t1on ooata are 
fh'e tlMa aa hea.,- aa tboae the Geraana uaoted 1JI their 
oooupatlon of 11e1r1- c1ur1ag tbe yeara 191--111. 

Ill 

aoat oaaea o•er p ha8 r-1ned 1n t e bud& or the tor
aer Belgiaa pro,prlatora. Howe•er, there ha'l'e been aoae 
maJor •tllalona• of BeJ.paa nth Geraan t1raa. ror 1Jiatanoe, 
t he great Belflaa 11'011 u4 ateel ooapan7 Ougree-Kauhaye haa 
been tuaa4 w1 b Otto Woltt, tbe Geraan ateel produoer; the 
new .. ..,ed •CI'Ip""T will operah troa Cologne w1tb a branch 
ott1oa 111 Braaaala. Such Belgian oonoerna aa b&Ye the neo
euarr raw -terlal.a are .-plo)'e4 on Gera&n aub-oontraota. 
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000 Belg1&n worker-a 
foWI4 1t nao .. &&ry to accept Gel'll&n offer• of Jobe 1n 
Gai'II&JlJ. Stooke of 1aporta4 raw aater1&le haYe been u
bauate4 where the:r were not (aa in the oaae or cotton) 
ahippe4 to Ger.an:r~ E•en the h1gh-cr&4e Belgian coal 
ainiea are not worlting at oapactt:r. 'l'be atteapt in Octo
ber of 194o to f l oat a to-year 3 billion franc 
(.lOO,OOO,OOO) .. percent loan aet with 41aul failure; 
voluntar:r 1ub1criptiona by the public dld not cover sore 
than oae-tb1rd of the aaOUDt of the flotation, and 1t na 
neoe1aar:r t o o~el the banka to take up the reet. Cur
reno:r 1n o1roulation aa1t ba•e 1.Jloreaal4 greatly and pri
o .. b&Ye certa1nly riaen Yer:r rapi4l:r, but we haYe no 
praoiae figure• on aoney 1n o1roulation and no preo1ee 
price 1n41cee. 

Gold hel4 on ~k 
Ottioial 4ollar 4epoei•• 
Pri't'ate 4epoe1te 
8eourit1ee 
Other a .. ete 
81.Jlce that 4ate tha:r ban eold about t7 alllion cfb 

k re4uoe4 their belanoea here Y 
tbe col4 bel4 on ear-ar • alSO t eatirelJ rroa pri't'ate 
approx1aatel:r ._. a1111oa 1 'bltuUal change 1n their 
4epoe1h an4 there b&e beea • n 
eeoarlt:r bol41ag1. 
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Fat THE PRESS APRIL 10, 1941 

I 

11.1f1at.er in t;aah1njton, wbo acts on bellalt or tha King or 

Denark, aa Sonrei!ID of Greenlancl, inelcdini Gr-uand in 

cur eyetea of cooparatin becieplleric dltenM. 

l763 

This ·~-nt was aipcl <.on the ann1nrs&J7 of the 

.s.y on which Qenr.an troops invaded Denurk. 

LUt 1111.)' the arear.land CouncUa re4u .. t.ed the United 

States to keep in 10ind the exposed position or the Denish flag 

in Qr,enlaod. I o.t once offered to •k• ... aU.ble n.ller, 1I 

necu6U")'; and to au~:re a continued flow or neeeeSUT supplle• 

!or tha bland. 'lbe pra•ent. step is a r.ew proof or our con

ti."'llini friandlineaa to Denmark. Un~er t !la present CirCUli>-

etancu tbo CoYerm-ent in Dcru::arlc cannot, of course, act in 

recpeet o! ita territor] in tile iest~rn l!aList>Mre , 'but .wo 

,ropooe to lll&k. sure that when th.t Cer:l&n invasion of !l<lrur.ark 

M.a encied, Greenland will remain a Jlllninh colony. Ueanwhile, 

we oarnoatzy hop;. for the quick liborat1on o! Oeur.ark !rom her 

pr~aont inYadors. 

- - - - - - -

Regraded Uclassified



375 
TREASURY DEPARTMENT 

....... Jilpr11 10, 1"'1 

fO 

!lit JIJiai. JUala'INor uke4 - '117 tele]lboM •·.a.r - 1Mntv7 1lh14 '1111 

po4 _.... '1111 -'" lt.ta tor tift ala'lllla - ._ Mat Welt, ,nta~ _. 

!lot._, ~ l5o I '111114 tM IUaleW ._, I W _..._. '1111 tile 11 atc¥ 

- ......... lltaiaW'a 1ahraet 1a ....._tile laaratc¥ ._.n lila ..... , 

foraa.1rtl 5 tiiM aratU, U .U•t'llllr -..au_,._. Uoe ~ 

1 pra t ..._. au - .. loiii*J' 1a tv•Uaa .u. a ..ut w 'INoaa mat=«. 

at 111ala'llllr ...n-1 ........... ...u.c. ~ ...... 414 ..,, 4H1n ..... 

".., 1-. .-nua •• tile lacreta1'7, 'bolt •1111~ a J*l'n-.1 o•. 
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OFFICE CORRESPONDENCE F. Olfolrldl. 

TO r-Oif iUMJIIL f!'sP 

... ----~'~· ~·~·~'"==·~·-----------FOO 

376 99(o) 

llro Bol'- oaUed .. a\ Ua.U •••• Wq. .. pn1'Med ld.o 

cocc\a wUh \M o\a'-\ Ula\ __,..... u ezpee\ed to call • ... 

fHqUtr~tJ.7 && a .... 1\ ., Oer\a1JI la'-1 p1 o"'apa wide ....... at 

Mldnl h1a • u•u. "' r.... • 
.. •• ref'w•• to-w • ..._. •=•=•u.a ute s. 

111»11&JT aDd ... 17 ia ..... .., wl\11 ....... to tM ··-· .... o1' ~ 
U oJit ete., ~ to U fair llrlUQ Ill ••• tile ,..__,. IJJIIMI! __ _ 

tbq tbMiel-, .... ~-- -.u, ..... ... II1J' ....... u 01' -

l»bllU:r to llllptl \MN 1WIU 111 ... ton, ......... a e1 ........ 

drawn 1D dollan. WIU it Sa .,._ 1'or \lila wt.aa \MiJ' pnpa" ' IU 

-t, to .... tM •••It• to u tor collootlloat U 10 tMyWRU ·~ 

111ol llda t'- Sa tM ~ lb' of' cllllea. I ropUed \hat- lau;wa 

blod CON1AIOI'Od Wa •"- at tM \1M ..t ._ ot optwte tala' U.O.. 

wu notMac to 111'•••' u rn. t nta1 ~ ooU..u... • rtl I 

tiJid out \Ita' 1 ... a • 1 -w ...UO Ilia • 'tato17. 

-.u.r .. "-' ...... __,_ to ... Slll'lmlad abcNt -· \laat 

ot the ftl'tolla ,... ... ...._. laau4 '-' ~ d.14 tllll7 -

OlAt bal .... *17 OJ' o1d M'r 11 .- 1111 '" ! Npliad that tbl7 

OOl'erad ....,.udlla Uld apJ.alMI t!la' 111 tM oaaa of a rr-ll acootat, 

tor 1nataoe, ..,-tldllc u.t bl4 ..,._ 1a the ac-t CD JUne 1'7, 1940 

was rro .. lllld ~ \he' .... ,_ 1Dto tM __ , IIIIIHQ-\ to 

lima l?, 1940 •• ltl&wbo fl'o-. f11lrtal a-.at tiM Joll of .. _,.,~ 

'-rial t ... tp PNJII'F OJ' _...,. _VOl, M -UCJDad tblt t'-F 111 

Laa4CIII uc • ...,.ed trltlh .-- :zoo - 1lllt .._.. aot ap to l,.JJO. ftlia, 
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~ .... ~·o:~r·F" CORRESPONDENCE 

COifPID!IftiAL-:-n-:-r_.• ____ _ 
T<>- -

L. • · lttloko 
f~~ ---------------------

I 

3?? 

DAn- AprU _!01 l94lo 

sua.Jacn.. nuP-. C0111'!118Ano. WID 

iAn OP DGL&n. 

boftftl', 1M t boqllt .... the peq Ul4 be .... bopehl that fi'OII - 011 

t hey could stan ol-fn& ~ a Utt.le bit, 

I M4e Pet• I n to -..all et •&hPI'• oalll.o 11o. ,., et ~ 

dq COIItataillc 100 ~ ...... U ..... et WblO ... 11Gea;az1 _.. ld.NU,• 

rr. loltOII pi'OIIleod \bat llo ...U - to u t.bat taa. wbolo ••eaae ... 
HPMWci 1a a ~. I ......... • a,...laUOII of U.lr ,.,ln to 

Jin ue pN11e1•J7 MnM ol dept -t ;hW tit' ~ of taa. ... ._. 

-uoeo4 1a taa.t ....... . 

I DtiiR .... nt••11 to_. MlopbOIIo eOII'fti'NUOD of 

.Tonut.J')' ll 1a whlcb I bad ••• et 1at.fo.llea.k 4M11n&t 1n rqtaMnt 

ltulin& at ntoa lJSaa bote•• tbe ottlolal ntoa, whloll u ,.,_, 

••re 1ndull04 Sa 11r - .n-or-w. IIDIU. I stated t.bat 11Doe tpeolri

illc to IIU 011 1 _ _, )1 I W lloaN of DO hnbu' KOb d•ltn&l• 1laa 

tbat d1ae to AliT 1top1 bo lied ~t • ropll .. \bit be 11M etu"' QP 

111 ODe or ~ of UM -.u t11on ... \bit t.bat e1.tilt lie taa. r- tor 

ttt. 41tc011u.a-o ot u.o.. opast10111. In tll11 UOII .... llolt.D 

c~w t llat ... lon -.u •- to ... .,. tile llloa tllat L!nfOII '**' 
.. re •10n of plnoblq bulnoe••• fhlt pro-ptld • to cOilflft that 1a 

11 opilllOD tboro n 1 .... noah toolin& 011 the pan or •~ or our b&Dkt, 

IIOt OD.l;y 1n ropN to .,llah bUboll tNt alto to Caud.lan bueblo••• 

!hi,, I oonttalled, ha4 pro.jJtocr .. t.at '"* to _u .. till• to .... 

11h111 be ... boN boo&UIO U Nl ld to - alto&OtiMr adftlalllo tllat .., 

111eb t1011nc ca u.. put of _. 'llllnkl ~~en, 1t at all petol'lllo, t' 11 

be •liainatM booauo lf 1t spread hl'tbOI' U ldPt a"O&to a •It 
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0.\tt Apft110, 1'41. 

SULIJtc:n ft' WJ COif flfta. 111ft 

J 
.... u.~ at au' ru et llfttats.. 111M w .. tOI'Ml 0,_.._,.,. 

uoa ,._ ._. ,_... • n p a..d.ttae .,.. 11M ,.n •• ,.... UlU 

rl._ .. • '- fill ._. ......_ ,.., -, ... t Utu. ~ et 

lNSaa .. -.tUft.... ··- ...... t ..... Wldelll- "-' lhl 1f 

.. *ln. 1 ,.. ... ur" 1 ....... , ... ..,. ,,. wt.a 
llr. "-"• ~ fill U. ....,,.._ I 11M taU Ida _, U t\ -.r 
U.. IIIli .-&\tee -tat II - te 41 I I Ulla _,._ td.tll •• W .. 

I ...U et -- M .....,. te .. •• •• W'- np1W tala\ ilii .. ~IIIDP 

..... I I&' 2 9 9 - ., .. n1M le .... to, .. ..nn 1m I nloa 

a\ \bl .,_, utnt ,.. -. U.\ \MN .n M • a.,.UUoa 1rW ,,.. 

m 1111'1 1 ... r' " .. u- .... tiaetr ••atrll td.tb tlleU - ...... 

.. ••u• -... ... ..._ Jl,... te .. ...-of •11 ' te an n •e 
rro. ....... ._ -t.~ ... , ....... w ,. • .s.o.lF .. ,. .. tu .. 

\llq t\ tM Boall _.. I I I 'MIF W .... tlleU Mo\ to p\ .U of 

.afte\ ~ .. ...W .n Munu U.\ ......... ,_. lrt.UA 

..... u ..,. ,, aU, *Ia .......... et tlleU ..,. ...... '-lrNII 
11111t' hca A..r1ena ....... .. I S ...... I •Jtt•t, ba atW, ... 

... -- ...... M"l ., 1\ ... ,.. , ... .,, ..... loft lltek ,.. 

had tU u 1 ,.., • 11• .., _. a.1J' \of •n·• 111 r 'oa to • 

lll1\b1rc ....,. ...w .. _... .......... t..... lt ........ .., 

..... Se ,_Yen \M\ felt ~u•v.l , ...... \lllt1r lriUtll '-1 It 

llat ..,., .... , .......... _, II Unt \lila\ ....,. - ntferlrl- _. 

.... Ill* • .,. elM. "- tan ., ...... , ....... , ......... --. 
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-· 8U&~acn 

D Aft. 
0 11 " lN' 

I QWU "• Will 
•"---""'--"'.. 111.!!!@1!.. ___ _ g, 

' v '711 J.eU fll 'lrlltnn ....._ w .._ tel\ 11r ..., ._. 1a 1 ••• 

• , p h••·u1 _. & ,• h 'n u ._ .. JCWll•U;r nl''ll"• 

w..u 1 ... "'- ••a '11 "'La:te• e~..., t a •• ., , a'''"' -.. 
ldlld ._ • .,. 1M a a. ta .. 1 t at It ... .. 01 ? .. 1111 

...U .. ._ ,_ " r', 1 Ill a "• .. - tU1 I ....... •• S... 

-w 1 te11 "'- .wr ra 7 •r ._. 711 (ao • ..a.'-) ... ,, .... .. 

lilt Mn .. ....... .. I .. ... 1111' \iti'M.a,. ..... 
.. tt I S777'111W?'n1 1..-...., _,._.__. 

W Wl W Ia BU. wt• •• ls'll'l 1ft'- et Ill 7 II 17 1M 

- Wrst 7 ?UUMWU• f/1 r11 ., 4 Ia ....... Ullt utnnlU. 

..... - Ul G lwla-li· lta .. eaW ... II,.._ .. 5 

Ida a r li -, 4. I -.Me 1111 ... Wt•W \1111\ M ....,.._ •""'·' .. 

\hU --- ... ll.U. .a.. •. -.J,t.u .. ,,. .. *' ........... 
._. -. wu 7•1 t'ld M ...U ... tile dWIUu w1 n,. - tllll , 
__ , ............ llML&: ,.,. 511 1Ift ,_ ,,.,- .. ,. .... -

1 I?_,, It l\71 0 
....... - IIPisiMU- ,_ - " ..... • • ~~ 

" Ida tM ,.-IIJU \lltal .... _. .. \ell Ule ll' Ill PI - •w'lo Ira 

\be et.n a 111, 1 .. ,u~, 1 ...u •••"• tM ...,._ e1e .... 

B11 f 

• 
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TREASURY DEPARTMENT 

~"1 INTmt OP1'ICII COMMUNICATION 

'"'"' 11r. o..u.a cc; .. i 
- ..... ~ . -1 1\.L 

• .-- --. • • I r-\ 

leU w 11 rela1 11•112.. .o-
hftl~Me4 tfta II I rela1 11•11 U & 2.000 

I• In rom. .._ u.S.. .,..., ter tllllt , .... s .. ~L•• u., ... ~~e•- - u 
t1tll..... ... 

O•Mftu .. llar 
lwh• ,_ (o-la1) 
lw4laa
•&•h-* 
t.ln 
.a.r..-LM .... (II'M) 
:~wusu- .stnte (II'M) 
llnl.- .... .,...,... 

!lilt hUn1 leMrw .- ol In rea ..,.nM tlllltt u.. Jollll< •' .,_... ou:ppM 
tJ,6lii,OOO tna 0 '* w .._ ~ ler __ ,II 'be o..e..-at II "·do, I• 
ttl• •• * In rea,... om-

!llllt ltaw Dot= a ' 1~ a -'11 •• .. IMU., *' tM lollftlal •1& 1111,_." ,..... _.. :rna .-nnJ.Sa. ,., oa11 " •• a. ,_,_ IOMa 

tll,617,ooo nt,.. "' .- o llltll Je* II ...,.tnJ.la, .,._, '' * J'o4enl1 ~ _._.., .. r-,_ 
~.ooo ... ,.,. "'.- .-.,..., ... n 1o1M • .,._,"_.... Joa s-hut 

1Ji Cl 5 I• lu ,.._._ • 
• 71l,oot htlll 
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ra tonfe, ''- priMa tbM tn .,., MA t-.r& othw .... • aM • ,_1/K 
ZJ-o7/1W ,...,..u ... !¥, 1M V, I. etU'NlNI ._. 1!2.671 MA 112.,.,. 
~ ,..._ et hnlt:la u4 u..eua c-..,. ...,....a= A,nl' *'.,. 1•••"' 

rothd ollftl' looalU-. -MlaJ.ac a t.Ml et 131,000 -•n, wn h._.,oriM ,_ 
.. o.UrftJo .. u.., M ._ INMl-, fer '......UlJMt\ \41 .....,, lMiao , ....... 
vUII \Ill 1.512.000 -a ...,.....a 'J U ,_,,,JUr ao ~~art., lAoft lew Toft tw ..._., 
lblo Mlelo a \oW at la.W,,OOO -•. -~ •a JMiao 1M -•••l Klala ~ 
....... taolua\all¥, - ...,....er-. M - et •• t ... era •..ua,se liUiaM \v-
4talll4 tu ellnr la •• 1.u.u •··no- - -

IIMiiJ' * ..._,a _.,~ JHM for fenlp allwr .. ""=II' *' 3"-3/'41• 
!Ill !J'MAJ711 pultUI priM fer fanlt:la ellftl'- alM .......... M 35io WU'II 
roto...- \41 \M t- ell- ...... "- hw Toft \41 lllllla -J=M ,_ .. ,....,, w '*""'-' '"*' la - '**'-• .._ lahl'la•a ,.U 35-1/'41 por - tw .,.. 
ullwi'J et \M aUnr la hw t.m. 

1e _.. • ,_ .... _ tit allwr MAire 

coNFIDENTIAL 
. ' 
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TREASURY DEPARTMENT 

TO 

Ot t1olal •ale• of artUtlb •••• 4ollu' -lUu _,.r the '"''Uc or4or 
offoctlft '-'~ 19o 1~11 ... ., ...... • JreeMU ., 

leli ...... 14 
Ilardi 31 70.911 1,==...,. ••• 11.1115 
.IFU 1 116.156 '· 1111 15.000 JJ.oot 

I 5 1·-·s •u a1 

l 1oM. 15,000 13,11.6 
lo'-5. .u IIU 

5 Cll!ht ,JM.UJ l.ta 6 
I.QII§.IDI-1/1 .. ,..,., "26Jn!l1 

!O'fjl. wzflto 
\o .. /5 1 7.51fo1115-1/l l)I110iol07 16.175.150 16.010,~ 

1111• hate ...,...._ .. Nl•• .t .. - • .-~U•• tn .. -* ..U.. 
AprU 5: 

/Yf 
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t •m .. UI&UIY, 

WASNiaCTOa , D. c . 

PE!!SONAL AIID 
SECRET April lOtb, 1941 

The Honourable , 

J 

Dear Mr. Secretary, 

I encloao herein tor ,our 

peraonal and eecret inton~aat1oa: a 

cop;r of the latest report received troa 

London on the lllliitary a1tuat1on . 

Believe me , 

Dear llr. Secretary, 

Ver;r sinoerel;r ;youra, 

Henr;r Morgentbau, J r ., 

United States 'l'reaeur;r, 

Waabingtcm, D.c. 
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1'1111Mpapb1a ... .._1•-• • ApJOU ,. 

lila nil I 0•- bettle aNJ.a•re a\111 •• -" ..,.. 

I petket bettlallhl•• - I 111..,. .. elua al'lli .. l'l 

'' llelo 

lo U i Mnl' If fll'l Is. leJ .. \711 U.. 

... t ' -.a ... •o-~ta• •• « ......... 

..... - .. 11:11 \11111 lito 

a. ...... , ab au n- aleta• 11 ...,u 
~ I ....,. ldt 117 ._.. _. alMa laW. IM.Utll 

-. 11 ,, ....... 111 ..... •un a1-..u. ~ 
lal -7 ftftlo ._. 1~1 lllma\ _.- ...... 

Nlllll M detk ...... I'Wt wt.U Ill doaell •••al .. ,.. 
.. Be llaJil,711 OftliiiP 'Ciafa -· 111.,11111 

117 .. .._, en .. _ upt 11 a,n1 ftll ..,. .... 

eWllftNt. 

1 1 &tllatkl 11 lbli'P ... • -.!UIIl Ill IIIF 

, ......... , ..... •tt ... OMat -h tile .. .. 

i%1 .......... .. .-&tllll .,. (l,ftO .... , -

...... 8e1l ·- ftll ,..Silh ...... l • .u .. •tt 

ft&AI 1 

•• mmp. GRRECB. 

W.teU.- ... lltll~ .. _ .. , .. ,.. 

...... ,, ..... -- 1111111. ..... ~ •• • -

6* , wet II ~~~pel• IM&U. eut II .._ ,,._.. 

.. .... •• - .. _ .... 

9 

..... ' hi ..... ., 

llllpelJ 11U atnell. • ecu .... ._tiN ...U. _. .. ......... .. 
'• BIIC:N'IA• JIIINl•" ............. dal .... a.l..,S. 
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1111 2 .. .. • m-., _. .t c._ lela ..,_ .. 

-- I)J_,.O .. _ \luou\ ........ 7 .. 

_. ••paella _..._.. 

•• I9DL AI JS rog. ~,.u , ._ 

l1x •dl• --.,.. •caio •U•*.C JJWII•n 

ahal waltta -.4 -Nl 4lfte\ II&Uo 

•· un or .,. ,.,._ ......... _, __ , _____ ___ 
,..U •• Del 1M II ....... , a IE .... 

.._, I uaaSac Mftalu ... 1 - ,.....,. 

U. Qll!!l All np p gpl1 !8. 

01117 tww ~ dftftft - ..s.... ... 
...... ,... '117 t1Cb'•"· 
Uo ll&bt et tiM,.,... -...., dftftft 

... N\lniJ I <Me\ .. ,.. ... I etlleN ...... "r 

._., fleb'eNo 

11. 19!! SltCJUJ!e IIF W ...... 

.....,. ••""'7 ............ IIIIa .. ... 

- 01 ........ Cl,...U. ...... "- ....... .. 

~ ,.... .. , n17 1 _ .................. = 
... - .. ll'aft ...... - ...... eln ...... 

u.....n 11oztta .- .......... .a .u ....,_ •• 
IIEMAa._ wllaN tl- ................. -

--·" ....... - .. ·-........ Mala 
., ·"-- ..... -.t, ........... u .... . 

•''9· n •••+ 
La ... , ...,..u tau--. ,......._. .t 

Ia- ,._, 1 we ad a'flur ... 1 ..,_~ 

an ... •--••• ., ... • 77 l'h a-u e6 

.. _ ..... Yal•• ... - .... u .u.. .. utt~ 

... SHiaa ....... ..u ... Jatsa~ ...... w 
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I .Uee •W .. et LMe Dll- ll'lal _.._ 

Ga• _..._ UYlat• .... et t..n Del .. _. 

..a Ml' Ju .. •ftl' Clnlk .. ,... .. ua .. Ia \lie 

l k 'feu.,. 'IW U'flllt- 10 .u .. eu\ et 
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• 
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COyyi!):B.~I,\L 

MlLI'I'JJIY l!l'rELLIG:ol!ICl! DIVlSIQll 
VA.'!. D3P.L'I'r!G!l'r 

Voobl~tou, April 10, 1~1 . 

'i'IJTATIVi LJSSOHS AVlATl Oll 
No . 15 

0-:l/163-345 

The information eont~ined in thio eerlea of bul1etlno 
wlll be reotrleted to iteDo f rom offleln1 oourcee which are 
reeaonablr confircod. The leaaona neceaeer1ly sre tentative 
rnd i n no aenae mature atudiea. 

Tbla docuaent is beint ~lven nn approved diatribution, 
nnd no odditione1 eopieo Pre eVPil&b1e ln the Military In
telligence Dlvlslon. !or pr ovlalona eoverning ita r epr odue
tlon, aee Letter TAG 350.05 (9-19-'.0) M-3-K. 

VISIT TO All R.A. P. Flill'T!R 3'1'Ar!OS 

SQQBCE 

Infortll'tion in thla bull•tln 1o brood u;oon recent 
report& of Amerlenn of ficio1 obnervera in lnglrnd. 

1 . TKJ: STATION ,<.jlD STA'·~ION l"..:RSO!m:L 

2. ?ORliATIONS 

3. TAC'l'ICS 

4 • p !.LO'l' $ 

5 . KAI.iTZ:WiC:!l, SERVICI, AliD l~PIG'ii' 

CQ).'l'l D3'1'l'l Alt 

-l-

387 
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...... II'& 0 'lll'aallll u4 \lie oooo•U. ..,_.; --~ 
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COPlDmJAL 

tho otatioa co~·· otti cl 1 ~inhtratln detail t -- cor • ocatoo proctieellJ' all 
o an eroeut iYo callocl tho atation adsinio

tratiYe officer, who io aoaiatocl ~ an aclJut•*• ••• 
adJutant . ., aw• ~ .. an aeeietant 

Thoro are about 2500 people at thit atatioa or whoa 
1100 are in tile etatlon heaclquartore eouadron ancl 500' iD the throe 
operational equadront, Tho remainder are attached antiaircraft 
infantry eag1noero or eappere, and mitcellanooua troopo, ' 

Tho otetion boaclquortert aquadron 1a organilocl ae follonl 

g,,1Sil[l .Airala 

•• Station Heodquartera Section 16 25i 
b. Operation• Booa Section 12 88 
c. llefonao Section 6 316 
d. :laui~nt Section 2 21 
•• Aecountiag Section 2 15 
t. Sii!Jlal Section 2 95 
I• Vorkohopt Section 0 24 
h. Jo•binc Rance Section 0 11 
i. Station ~D«tnoerinc 

Arm.ement, etc, ....i.... ...l2i... 

'l'otal 44 933 
Vomoo 1a Auriliary Air Porco 5 11? 

There are about 200 ecldiora in ant1aircr8!t, 200 to 300 
in infantry, 300 R..t..P. ai,.,.n pr1aar11)' engaged in ai rdro"" de!enaa, 
and about 60 anppera vl.th riflel iD reaun, In the raaeiDclor ot 
the cerriaon, ~ or t he aea oro arnocl vitb .45-caliber p1atola, 

Vban the li.A.P. vu U11•1141at;, ooeh aquadron vao aplit, 
and ropl&c.,.ontt vera •deled to aalco tvo tquadront. Proaant practice 
it to fora aev operEtioual unite at an operrtioaal training cantor 
ancl to continue oper~tioaal tr11ini11« uat11 theao unite are road,r 
to rolioYo actiYo UAite, 

2 , lO!!I(t,'l'lO!iS 

Pol'lll'tlono flew b)' fighter oouadrcno are baaed upon tho 
thr .. tbip Vee ele...,nt . The7 ere obow belovo 

e, Pi~bter fcrmntiooe aocend and deecond through oYer
coot i n three or eix-ohip flight• 11 training and conditione of 

Yhibilit;y varr~. cg 

c:?cg. *** u (1) (2) * ~ 
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b, 'l'oko ott l .n eloar .... t hor la n~ta of ou 
pleau •• la (2) abon, and Joln lo t.,.lYe-ohl., oauadron t oraa-
tlon of t bree pl ane Vee tteppecl doVII, • 

* *n:'ll 
**<& 5 

la cruiolJIII:, tba l111der 
of tho laot el ... nt 
dooo o flruro •a• a• 
l ookout belov, 

cg ~ ,/ 
• • • A ~ • _ ! .he tvo w1.JlC aea of 

..... ~ ... - ... 

' • • _ ~· alhraete baclr: &114 forth 
1 ' ff- ' the laot el ... nt 

... - , ' - - ... " , -~u lookout• froa aboYe 
' , - '- i / , and doVII t o tho laTol of 

- - ' - - - - _ - - - -"- , ' t he loadl.D& aloaent, 
)... - ---- <. --- ' "::'"' -

Q)~ .._- ',~-- ---~~ 

Wbaa aa onerq 1a aigbtod, aanouoc011ont 1o ude onr the 
Toico rodio in reference to the l ordor •• abOTO or below in clock 
coda. ~~~le: •stx bandito throe o' clock bolo~. It abould be 
of lntoreot to note that t he l rat element - lookouta - in thio 
t ot'tiAUon ore know aa • or~u X..d Cb&rlioa' and are referred to 
ln equadron orders aa Charlie l, Z, nod 3, 

c. Crul.o1~ fo~tlon, 

'*-~. 
C!I b 

.~~ 
.!.::' -' ' - ~ , _< .... -- >--- --7 -------- -- -::--:rr 

............ , .- -- ' 
.. - c:..... i' 

lle a - - - - - - Charlie 1 abo-.o and 
Saoe e.e 1 dow to le...el of loader 

d. OruiolJIII: torDI8tion of throe plano !light aoH-
ua .. oont out oa checlr: on depth at onrcaet or no ollllll patrol. 

Vben 1n the clear, thuol 

compPWL 
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, ..w-,, .... - .... - .... 
1

' - -¥m:r~i: ;bo~e and acroao, unr 
belov, l ander raoponoibla tor reer 

e. Soae oquadrono - l2 plenao - prater to ci'Uiee in 
thle -..r. 'lfben attacked bJ bottile tichtere, thq alwqe &tta.pt 
at laaot to tl4bt in p&ire, fhle ! oration 11 "1'7 lalCh lUt:e OW' 

tvo-eh1p to .... uon, but el-..ta are 110ro 1n line. 

'tr 
YpriAt ign ~ 

* 
c:? <t--. Stopped 

'=!? dovn 

~ 

·;·~ / \ 

~ _J~- .... -,-___ -
~ 
~ ~ Belov ... ... _ -- , _.,~ 

,. , , ---- -:::::::~ / .... , 
t ' t , t:-'>'-t' - - I ... .... --~-... ....,.(, _ 

.:5-- -- " ¢ 
t!l a _>< _ 1 o 

... ,.. , ... _ ... C" - - /_,. , ,. ____ ,., 

-- - , " Cbarl1ao - - • 
alterDateq a bon 
end t o lnal ot 
let:idar 

' - ._,.._- .... 
.... -- --L __ _ 

....~ < - , ~ 
~ - / o-- - .... _ __ _ _ _ .., _:;a 

.;.___- Ai>On and t o 1~, 
of l eader 

t . 
aatern• 

It attrclt:ecl by hooUla purouit oquadrona go into •uu 

or atrin& ~oppad dovn b:y ! l11jhr, ot a1x. 

* c:g>~ 
~* t!.a:g. 

err~ *~ 
9QRJIIML\L 

-5-

Regraded Uclassified



OQRU!P:t AI. 

Lee4er and laot ..,. check raar IJI roar vhion ail'1'0ro 

wban boeti;:i~:~ttiorn• io 1Jivariabl7 uood tor tll attacto except 
. .. one are aot head-on. 

~~~n ,!!,'~::' ~ouit t io oiRbtod with altitude advantage, the 
0 a • onlin circle - our Lutberey circle - and 

attoapto to climb tha entire circle t o an advantageouo altitude, 

~~fP-Jt?? 
.£ ~ 
~ ~ 
~C:().~~ 

b. .Ul cruio!JI& forwtiono ot Olf1 t;rpe alv•7• bno lootouto, 
or Curlieo. 

3, TAC'llOS 

a. Attogking Met hode 

Spitfire squadrons oruitt in col umn• of sections as 
ohown in 2b, Planeo are olooe together exc.ot for the laot oection, 
which forao the reer guard. The actual for~tion ~pted varies 
aocordinc to the cl.eoire of the oquadron leader, Wb~ attacking, 
planoo UOUI\11.1 divide into two fllghto of two or three section• 
each, the flighto forainc 1 l1ne aotern• ttepped down - a clooo otrinc 
vttb each pilot aiaiJI& and Uria,; iD41Yiduall7. 'll!lellaver poooible , 
piloto atteapt to otri.ke boabero ha•d-on, in vhlcb ceoe the !light 
atbcta tha boaher toraeUon in a broad '••· One oquadron leeder 
ottted that be eiaed tirot at the tnclne nacelle, oiDCe a dioebled 
110tor oo olon tha target ))lAne that it 1o e&17 to !Web ott the 
cripple in a oecoD4 ett.clc. 

A«elnot bootilo t1ghtero, 0 lino aotern1 tactics are 
eaplo7ed, lt the UU!J foruUon hao Nl altitude adnntage, the 
leader circles and clo••• the line into a detonoive circle - a Lunorrr 
circle - and mainteiua it until a pooition tavortble tor attect hao 
been gained or until t he en~ pullo &"*7· Once for.ed, the circle 
uauall7 caine altitude as ii aoveo around. The R.A.P. doeo not uae 
aaeud tire - that 1o, tiro in which ClUJ the loader a111a, and tbo 
re8ainder of the fligbt fireo on bio ala. 
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Kiaeell•q•qpa 

'LoDf: ~aoae ti~iDC 1o not uo-.1, oiDca l!ri\ieh niloh 
otota the7 c&Dilot alford to throw avo,y ~oW>do at loac re.age with 
oD17 16 oecoDda or leoo of fire, l!ullato are oloo more like}T to 
lliu, to bo=ce ott ar110r, oDd to eprerd 110re at long r~. Guna 
are a1chted to 1Dteroect at 250 7erda. The pilot elmo at the 110to~ 
fl~at, end when the boetile plene ia oriV?led he atte.ote to cut 
the bU off. ParaoliDel are ~Q>t to be too ~d to hit beceuae of 
armor protection, 

Pilote of f1~t•~• prater opaad flrot, ~ oliab aa4 
llllJlWYir&bil1t7 alae are Yeet}T Ulporlut. Tbu aoae coaproll111 
11 oae .. IIJ7. One aolutioo h to aapl07 ,..,aral t7])el aDd 1111 

thea •• a teaa 1D aecorcl.al1ce with the oituotion. .l "'r7 feet, h1&b 
flJ'iDC rl~tor, ouch ea the Spitfire , 11 ,...dad to coabet the Qenu 
f1ptar, '1'he hicbl7 ..,..,..,ereble, rucced, aa4 dapeDdlble llllnl
lo aora afteotlTe epiDat hoetila boabera •114 reoollll&ie_.. !be 
oontrolliDC feetore are the hoetlle eltuatlon aDd tl;11Df; CODditlODO. 

4. liLglS 

Soae iDtoroatloD ra,e~lDC pllote of fl~te~ eqaadroDI 
11 cinD hera. 'l'hie intor.,.tlon vae oollact-.1 ln tela vlth piloh 
&114 the irou;> CI!Pte.in et the fl~tar ehtion. 

Klgb e1titude flfloc 1o lndlepennble to d~Jtiae inter
captor put'lllit. .lll pilots 1Daht tlle7 auet meat en..,. tighten 
on equal te~•• ln raapect to eltitu4a, rltho\16h of co~• tbeJ prefer 
to haYa .,. altitude edYNltoge, The trell4 ie to eoct'P at celllac, 
with aaeb elde t~ to out-top the other. Oeru.D fighter• raldlac 
Great lrltalD he't'e the -.iYr.Dtr .. of WtiatlYI aDd r lone approaall 
for plD.lD« altltudl. !be uourl hel~t cinD a ~trol 11 30,000 
feat aDd lt vorke up fro• there if tlaa le aYrllrble. 

'!be oDl7 J:)l;relcl'l reaction norael}T ..o\ic-.1 1e a dacr9• 
of ubauatloo efter each. ni~t. In utr..,. ceoeo , vlwl • pilot 
11 DOt uUrel1 fit, otoaecb dlotra .. 11 talt, aDd ao .. pilot• c.,.. 
plaiD of paiD from • tbe bend•' 1D vrllto aa4 flllt;era. 

lighter pllote 11;1 from two to tour hi~ eltltu4a 
llheloDe a UJ', with ool:y one or two do,ye a wek to reet. It thlo 
oobe4ule 11 adhered to the:y ebOuld be rell..,-.1 from u act lYe 
eaotor after about olX'vaeka. &uch relief le beet proTldad b7 re
IIOYlDC the entire oqu&tron to a quiet eector. The three oquadrone ' 
Yielta4 bad baeD in action to~ more then two moothl, but vltb winter • 
ebortar 411• aD4 lea• actloo, thl7 vera oot at tatle1114 •• tbl:y 
voul4 haY• balD lD ,J\11;1 or .&ucuot. The anrap al .. lon, called a 
1 aorUe,• b laaa \11M lt lloura 1D dur&UOD. 

-7-
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!he fiTiJ>« houre of p1loto 4 D.d 
and ••ailabilit7 of relief Soao unit epa upon ~ act1Yit7 
in an actiYa oector, but the ••ert•a i: :;::~40• ~-bouro per aonth 

• " uuure per aonth. 

Pilota are expectod to bo able to take off with 
CTOUAd YiOibilit7 ea low oe 60 ycrdO but thiO 11 _. d 
1nY1tel accid t I 1 • 'A"reae, en it 

an •· n ov ceiling rnd qunrtor-zile Yieib111ty or 
higher ceilina, tho planeo of e fliuht take ott together end climb 
throuch tho OYorcaot in oootiono, re-forminc on top. Tho aame 
procedure io follovod in daaceo.dlnc. When Yioib111ty Dnd ceilinc 
are bad at the boao field, the aqwdron 1o landed at nnothor o1rport. 

a. KAiftP*!CI. SR!Jca. m RllPKPf 

a. .,U•n•nc• 

(1) A!mWet 

Stocll:ef;a of parh aDd other o "PJ)lieo 1o not 
fizad b7 :percan\ft£e of new airplUieo, but 1a booed Upon con"-Pt1on 
recorda aDd conaral na1labU1t7 of •tarialo. naboroh percanteca 
tablaa prepared in peacatiae are co~letaly diore«arded in vor, 
aooordinc to tho equipment officer. 'l'hraa l])aro encineo per oquadron 
are allotted to the otatlon; tbooo oro aollanod directl7 to the 
equa4rone and .... kept by the otLt1on oncineerinc aectlon. Teey 
fav encino ob&QgOI occur boC&UIO of tho relatiyely abort life of 
airplane• in actiYe combat equadrono. 

Intermediate otoraea dopoto, ot.ilar to American 
air corpe dapoto, are uoed. .Ul cl11otoo of J>roporty are aupplied, 
or at leaot controlled, froa one intermediate depot. 

(2) Air fieldt 

Bepeir of daasca to the air field and defenoe 
vorl<e alld eaerganc7 repair o! roado at tho otoUon are tuncUono 
of a oectlon o! Ropl llll&in•ero ccneiotlng o! about 68 .. n and two 
or throe officera. Tbio unU 1a ott Uonod at the alrdroae for tba 
opec1!1o '!'W'PO•e of ltoepiJJ« the air riald oarYiceable, 

Vbon boabo f•ll on tho field, rubble ie d~ed 
into the boleo ~ trucke, A ~t•ooline-operotod bulldo•er puahea ria 
earth on top of the rubble 1n tbe outer and theo nma onr 1t !or 
the purpoee of oaclc1ng 1t dovn. fhe entire petch 1a t1nally lneled 
vith e 'fOVer roller, and aoaet1'10o an aophelt and aecedoa ourfeco 

1o applied, 

York co-ne" ot daybra&k otter a night attack, 
and all boleo are filled a~~d eurtaced w1th111 • tew bouro. lleenvbila, 
bd plac" are ear ked w1 tb f\0&', aa4 !lying coot1nueo eo lonc •• 
a ellff1c1ez>tl7 large ~ - h ueilable tor • t.-oft • 

qomWMJ, 
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Yben they are not en«e~d in ll8ldn& e::IAir n 
repeira, the engineer• inotall protective otndbego an4 ran&~~ 
reinfor ce blocShouoeo , earthwork• end berricedoo. · 

The conot l'llction, IIIAintenence and repair of 
otruotureo are reaponoibilitieo of the Vorka and Building Branch 
eimilar to the United Stateo Q.M. C. Original conotruction in- ' 
eluding eholter trencheo , dioperoal pono , ond r ovet 111eato ~60 done 
mootly by privete contrnctore under tho dir ection of Works and 
Buildinga. 

b. Senieea 

(l) luel end Oil 

luel and oil are deli~ered by contractor• in 
teAk truckl &Ad t hen drained Into UAdert;round at or r ge tallka ba~in,; 
• Ct'paclt)' of about 78,000 i~erial gallon• . 'nler are distributed 
t o airplane• b7 alllllll , lidlt eervici"l; truclto be~in& capacit7 of 
400 gftllona each. Those trucke are qu i clcl)' tilled fro• overhand 
p l pu e t the aain fuel otorego t anko . Ai rplanea ttre alao aerviced 
troa o~erhead boae linea, The equipment oection of the atntion 
hendquertera squadron ia reaponaible for diatribution of fuel and 

oil to airplanes . 

(2) Signlll. 

The olgntl eeotlon mnlntalna and operate• the 
Tannor loudspeaker in•tellatlon for ~bllahin~ pertinent inatruo
tlona end infor~tion conat~ntly , Tho ontlre command ~ be 
lnoteutl~ alerted, ordered to reodlneaa , or t old to •atand down.• 
Telephone, r adio, and telet)'!'e.,.iter inatelletlona, ea wll eo 
varlouo algnal lignte In operation• control rooa, are used. 

In tho caoe of fighter aircraft, radio operator• 
In the aquedron rsplece unoorvlceable radio aeto vlth serviceable 
aeto aa t hey ~re needed. !xcept tor al cole teata end replac,.ent 
of dead tubea, no rrdio repair lo otteapted In operating oquedrono. 
Coaolate radio aet a tor eirolaneo r re alw&T• at hrnd for inatallatlon 
In t ighter airplane• with adniaum lo•• ot time. 

(3) Jmpnmitlgn cod At'fllnt. 

ilechlne gun aa"\WU t1on 1a laaued dally to 
flight• in amnll loto from the ot &tion or....,ent aectlon storehouse, 
J. smell atock - enough for one da7 1 • operations - 1a kept on bond 
in eeoh dlepersol p«n. Stock conaUDad io repl~cod the following 

day . 

COffi!l!l!TlAL 

Regraded Uclassified



396 

oomwm41 

In opera\l.nc filchto, tha nuaber of MCbiDe 
1"1'1 kept on luw4 •• I:!JUII lo equal to hn per C611\ of \be total 
nu.ber In uoe, In the Spitfire, aaoblno CUD• are located In tho 
vines and are COliJ>lehl;y conrad. 'fbe;y are heated br air ducts 
leedlnc fro• \be radiator to eaob CUD· 'fbe blaot tube openinc to 
ooYered oYer vltb a fabric patch coped to tho vtng ae a protection 
acalnet weather on the ground and agnlnot aolature or tea In tllgbt 
At the tlret buret of CUD tire, the patch 1o blovn ott, ' 

Of algbt CUDI, three unalq flra ~1 a-=IUon; 
one CUD. lncendtarr Marl< IV, ollcbtlr axploelnl t-o sUi•. araor 
plerolnc ...-unltlon; and two cune, outbo&r4, ball ....aitlon except 
for tho loot 50 roun4a, *iob ua traoer. !bee are 350 roundo for 
•~ch CUD, or enougb tor 115 eeoonda of tiro, total fire pavor ...,unto 
to 160 eeconde at tha n\e of 1100 roWa per IWna\o per CUD· 

o. Jauly=R' . 

( 1) lly1.y Qlg\I!M 

ln 1!1".-1, •tuu flrlnc olothlag to atatlar to 
tbat uoe4 In the United Btotoot eleo\rloallr heated clotblnc vao 
not used at tho etation Ylotted, Btp leRg\h woolen otoctincs pro
ourod from the Ro;yal .,...,. vera t11ued to ptlote to protect tbelr 
l<neea from the cold, 'fbi pilot uau.llr voare gloyea, a oveatar, 
and e ooarf; ha alYnT• veuo • bel•t, an o~gen Mol<, soul••· end 
Jl • .l.P, fl;ylng boots. tt ba -r• a flrlnc ouH, It Ia en lrYin 
oult, vith or vi\bout vool l1Der, So• oooll:plt varetb h pined 
froa the engine, but \ht'ro h no ooci<Pit h .. tor prodded. Plloh 
traquontl)' open coelcpl\ booda vhon tho)· ua In action. 

So• p tlo\e croaeo \hair faces betVMD Ol;l'pD 

... 1< and belMt, since goal•• olldo or blov ott and cheek boDes 
bocoao axpooed to the cold air otrauo. Io. coabr.t, coal•• vl\h 
partial taca -•l<a are considered o11entld to protect tho pilot 
acatnat pooline, preatoDe, fire In \be cociq>l\, or cl&ll portloloo 
apre;yed In the tece t...- hUe on tho vlndehleld. Pew piloh ..-n 
coul .. vhon enter~ coabat, 

A prl•17 OOIIoidera\loll in flrlnc clothlnc tor 
the Plghter Oo..-.1. or 111ter..-ptor purwl\ pilot 1o \be tiM tutor 

at tbe to.l<e ott, 
St11oe B.J..r. booh ore oultebU for wear ebout 

tho field, 111 the .. ,e, or In tho air, the pll:t'a feet are al.ar• 
rlodJ when be lo I aftileble' Or 0 lD roecUDello 

fba halllat aiiUbq baa aarpbonea, alcropboDI, 

o:o;rpn "'"· aa4 cow•• ettachad. 1\ le .,.ut up th• bacl<, ~ .. 
Olben \ho pilot Ia pnperlnc for a \aka ott, ha oan qulcl<l7 J'1U 

Q(lm!MJ.AL 
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the aeeublJ' and adjust 1t. It -.q ba leapt 1ll tba eoc:ll:pit . If 
the bel .. \ 1a donned outaldo, the o>;rcen tuba •nd radio eord.a we\ 
be plugged ln, fhla ie very oaell7 done. 

(2) Oxygep 

O>:;yeen oculp•ent 1a elallor to that ueod io the 
United Stat ea, It oooaleto of high preteuro bottled o>:rcon with a 
regulator vl\lvo . Tho tank 1a ohergod to about 1800 or 2000 pound• 
per eque.re inoh, and the automotlo regul6tOr oan bo eot for noraal 
teed aoeordine to Pltitudo. Konual control allowe for exeeeelve 
rata of wuppl7 if t hlo lo deelrod. Except when feeding ta at tho 
norael r ata, tu;>plJ' ia likely to run out before tllel 1o axheua\od, 

Pilote are not ln favor of proaouro eablna, 
ThO)' tear t he effect or bullet or cannon aball holaa ond alao t ho 
lllpalraent of rlalon, perUcubrlJ' ill dlv... -" the preaaot U• 
Spitfire eabtna tend to lee up 1nalda of tlw viAdahtoU 1ll a lone 
din eo a roault of bod,y end breath 110hture, cold cl .. • - partlcularl¥ 
the one-lneh bullet-proof cluo - ond l~~par!eet ventllatton with no 
oooll:pl\ heater. PUo\o generally boll.,.• that thla eondltlon would 
be au;rava\ed in preaauro ce'bina. It pr .. oura la needed \hq 
argue tor preoauro autta •• lltbter, cheaper, end aoro dependable, 
.,.e11 lf the7 ere clUliiS;y to wear , 

& • D3J'Zl!Sl!l 

a. Genexal 

The defense of the elrdro .. end ita airplAne• acalna\ 
attacll: troa the uound b)' porr.ehute troope, sgelnot attack froa tlw 
alr b)' trenaport or by tl)'ln« coluane ot londlne torcea, end 
ap1net aebotage h the reeno11elblllt7 ot tho nlrdroae daten•• 
ottlcor. Revot.enta pre uaed for t he protection of alrplanoa. 
Plcbtor planes etond 1n diaporltl pen• 1ll the opeo, road:f for 
ect1on, axcapt wen undercol oc tbolr 30, 60, and 90-bour periodic 
1Dapact1ona. 'l'heee tnll:e place ln e hengor. 

'l'hn fOllowing peeetve detenee' aoaourea a&alnat alr 

at\ tcll: ora uaed: 

• 

(l) 
(2) 
(3) 
(4) 
(5) 

(6) 
(7) 

Dlaperaal : 
Ct11110Ufl.P I 
Shelter tral1ohee for pereonoell 
Jlavetaenta tor alrplanell 
Underground end pertl;r bo•'b-J>roof oheltere 
paol1lle, oil, end ..-lUon: • 
Sandbac proteotlon at crltlcal poln\o, 
Varnlnc e;retea to alert the aotlre co .... d. 

T!!IT"!!* 
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l 1 
The follovlDC act he detuae -• ••e ... e• fo• 

o oae- n da!enea of the air field: .. ~ ~ • 

(l) 
(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(B) 

(9) 

(10) 

(ll) 

(1.2) 

~ battery ot tour 4,5-inch antiaircraft SUDOl 
battery ot four 40-88, !ofora antiaircraft 

&'Wll: 
Several ariiOred trucko, each IIOUAtiDC ho 
.303-ctliber &&chino sunol 
About eix block houoaa containing two aachina 
sun• each; 
A ll)'lt .. of trench .. and aartbltorlto tol'lling otr oDC 
pointe n .. r .. ch block hcuoe; 
A barbed vire barricade COJI!'lete~ aDCircliDC 
the poet; 
A CCJ~Daey Of iaf&D\1'7 to Mll Cl'cun4 clefanaaa 
and prevent .. botaca; ' 
A aection of Ro7al ~lneero, all tral.ud ritl~ ..,., 
R.A.T, pareonnel ot the airdrcae datenae oeotion 
•o•• ot vbo• tre1ne4 .. chine cunner• foz air • 
or ground detenaa , &Ad othera ritl ... n; 
A 171tea of opottero, Vbo keep a conotant wat ch 
troa a point on 1 hangar root; 
Intelligence received !rca eector control 
(operation• room) b7 Tanner and telephone; 
ltgbter Aircraft tor interception ot t he ... ~. 
although ouch aircraft would not nor=ollf 
operata for clooe-in protection, 

b. Coaouflra 

Cea'>Ufl0«6 of the eutire notion wao planned b)' a 
technioal expert and the worlt ,., perforMd bJ ototion perecnnel. 
Paint and turf i>Pve been uoed, Mel there era ahelter trenchao, 
revetMnU, and a eall a.--ount of nettiDC around sun UIJ)leceMnts. 
!hie station 1a not eedlf located tro• the air beceuae ot Hs 
irregular outline, ita orrangeunt of ~•ra and other builcl.iDCS, 
the close proxim\7 of tbe vUl14;e, encl. absence of uq diet ~ohlllg 
landaarko. PPinted atripeo en the turf lOAdin~ aree aiaulate he~ 
rowe vhen eeen troa aloft and seeainglf break up the large field 
into se•in«lr emall tie lela, Theoe oiaulated hedge-rows ., .. t be 
renewed frequently, since the ~int tende to vaeh avBT when it raino, 
!he duaa, air field near~ baa attracted a great DaDl boaba, 

I t is fairlY obviouo that tbio etetion could not 
bave eocaped eevere damage hncl. it been located, liko a&QY £aorican 
airporto, in the bend of n river or on a ohoreline, ~he first 
eooe .. Ual tor ccnc-.liMllt of an oparotional eir field 1a a naturallf 
inoonopicuouo location, 
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the ch•alcal dofonoo o;yotoa co .. o under the otatlon 
coo officer', who, 1n turn, 1o u.a4er tho olrdro .. dofeua officer. 
Be lo In ch&rce of tho ca• dotonoo center, docontoalnotlon untto, 
co• oqul))Mnt reoa"' · and co• dotonoe oqua4o. and he 1e reoponolble 
t or coo training. ~oh unit aloo hee Ito own c•• ot!lcer. 

!'or oqulpOient, oYoi'J 1ndhldual on tho 'DOlt 1o 
loouod a Jo , 6 gae equipment oot; ciYlllan o.plo1oeo ~aw eeto on 
loan, 1'ho oat eoooloto of o c•• ••k with coatainor ant1-dla 
olz :palro ot 01• ohleldo , " capo, o boOd, and In oo~ eooeo ' 
troueoro, About • third ot tho poroo~~~~al aloo hon gauntloto 
and OYUbooto, 

mach oqua4roo hoo on hand, 1n a oODYODient otororo•, 
o 200 :par cut reeel"to ot Jo, 6 po oqulpoant and opoelal equl-nt 
tor dooontaaiJI&tlon oqUAdo. ln tho hoodqnarter'o oquadron otororo• 
aH CU8 booto, ol>ort coah, ti'OUIUI, C01lDtllto, lantorno, vbeol
h&rrOWO, plol<o, obonlo, and lonc-b&D4lod bruobeo - eDO"QCb to oqulp 
28 -. or tour oqua<lo , tor docoiltuwtion wrk. 

ln nearbJ otoraco obodo thoro are - toao of 
blHOhlac )lOwder . Dwlpo of loooo oand elld plloo ot oandboce aro 
located et lote"tlo of a!lJ)roxl~~~&hl1 200 toet all OYer the )lOot. 
'llhllo tho oand 1a uoed prl...,rll;r to quonob 1Dcend101'J boabe , it 
lo aloo ••~lleble tor gao dotenoe purpooeo. SboTelo aro pootod 
at tho ontranceo ot all bulldln&•• 

Jacb squadron hoo trained doeontaalnatlon oqua4o , 
All occupied buildln&~ end all obeltoro are prOYidod vttb double 
COI"'JJrOot blanket fr..ao at e ntranceo, oltl>o"QCb blenteto are not 
olVOJ• 1D nlace. !be dancer ot lnuoloa h now held to be r...,to, 
and conoe..Uentl;y geo attack 1o not cooolderod l.&llnant . VHb tho 
oxceot1011 of the teet thet gao blankato are aboen~ !roa oe .. 
doOM:t•, a.ll J>Oaolble p raC1llltiono ac-taot gao attack eppe<'r read;y 
tor 1Dotant noe. Gao alorao are otrataglcall;y located, and tho 
!aano;y opoaker would doubtle .. bo u.oed to 1oouo ganerol vernln& 
aa ooo11 eo hostile gao aetlooo wero roportod. 

In addition to nor~~el retorno or anti-ceo clothlac, 
large otocko ot llgbt velght Pnti-C"• hoo4o, coato, trcuooro, OYor
bcot e and sauntleto are .. lntoinod tor loouo to thooe whooo dutloo 
r oqul;o th .. to work out doore vhan eubject to c•• expoeuro, 
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