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CONFIRMATION OF GUY T. HELVERING

TUESDAY, MAY 23, 1933

Tue UNiTEs STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met pursuant to call at 2:00 p.m., in the Milita
Affairs Committee room, United States Capitol, Senator Pat Harri-
son presiding.

Present: genators Harrison (chairman), King, George, Connally,
Gore, Costigan, Bailey, Clark, McAdoo, Byrd, Lonergan, Couzens,
Keyes, La Iollette, Mstcalf, Hastings, and Walcott.

resent also: Guy T. Helvering, and Carl V. Rice, attorney for
Gniy T. Helvering.
‘ " g’ne CHAIRMAN. Senator Hastings, whom do you wish to call
irst?

Senator Hastings. Mr. Chairman, after the last meeting, 1 had
some papers placed in my hands by a Mr. Lamb, of Kansas, relative
to Post Office matters, and I thought that that being entirely new
matter, it might be well to take that up at this time.

The CuairMaN. Who do you want first?

Senator Hastings. Frederick D. Lamb.

TESTIMONY 'OF FREDERICK D. LAMB

FFreperick D. Lams, called as a witness, under oath, made the
following statement:

The Cuairman. Give your full name, Mr. Lamb.

Mr. Lams. Frederick D. Lamb.

The Cuairman. Where do you live?

Mr. LaMB. Manhattan, Kans.

The CuairMAN. Go ahead, Senator.

Senator HastTings. What is your present business, Mr. Lamb?

Mr. Lams. I am superintoendent of ageunts, of the Manhattan Life
Insurance Co.

Senator HasTings. I will ask you whether you are familiar with a
letter addressed by you to the First Assistant Postmaster General,
Koons, on October 13, 1919, the letter being dated Washington, D.C.?

Mr. Lans. I am.

Senator HasTings. And whether or not you are familiar with a
letter directed by you to J. M. Donaldson, post-office inspector,
Kansas City, Mo.?

Mr. Lams. I am.

Senator Hastings., Dated November 17, 1919.

Mr. Lams. Yes, sir.
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Senator HastiNgs. In both of these communications you state
that “on August 13, 1919, examination papers were filed in %Vashing-
ton in the matter of post-office appointments at Manhattan, Kans.”

The CHAIRMAN. May I ask you, Senator, in this connection, and
of course I just want to see how the committee feel about it, because

it is rather unusual. I imagine this is with reference to the time when

Mr. Helvering was in Congress. 1Is that the idea?

Senator HasTings. Yes,

Th'? CurairMaN. How would you feel about having Mr. Helvering
sit in

Senator Hastings. I think Mr. Helvering ought to sit in.

The CHAIRMAN. That would seem right to me.

(Mr. Helvering, and his attorney, Carl V. Rice, were admitted to
the committee room at this pointg .

Senator HasTiNngs. I want to inquire of you, Mr. Lamb, about
how large a place was Manhattan, Kans., in 1919?

Mr. Lams. About 10,000.

Senator Hastings. Were you connected with the Chamber of
Commerce in the fall of 1919?

Mr. Lams. Yes, sir.

Senator Hastings. In what position?

Mr. Laus. President of the Chamber of Commerce.

Senator HasTings. Were you connected with the Rotary Club?

Mr, Lams. Yes, sir.

Senator HasTiNGgs. And what was your business at that time?

Mr. Lams. I was in the newspaper business.

Senator HasTings. Did you own a newspaper?

Mr. Lams. Yes, sir.

Senator HasTings. What was the name of that newspaper?

Mr. Lams. The Riley County Chronicle.

Senator HasTings. Xnd publ)i’shed now often?

Mr. Lams. Published semiweekly at that time. .

Senator HasTings. In this communication, or in both of these com-
munications, the one directed to the First Assistant Postmaster
General, dated October 13, 1919, and the other directed to M. J.
Donaldson, post-office inspector, Kansas City, Mo., you make this
statement:

On August 13, 1918, examination papers were filed in Washington in the matter
of post-office appointments at Manhattan, Kans. There were 14 candidates.
In May 1919 I received my grading. I later learned that my markings were
the highest of the candidates. I was later informmed that I had been appointed

ter. Owing to the failure of Congress to confirm appointments before
adjournment of the last Congress, I received a recess appointment effective
April 1, 1919. Before I received notice that I had been appointed, William
Castle'of Manhattan came to me in my office (the Riley County Chronicle) and
stated that I would have to put up $1,000 before I would receive this appointment.
Hogl_fd nggest._ate from whom he came or to whom the money would be paid. He
¢Aifie¥a" See 1ne to the same general effect four times and was told emphatically
that th:ﬂ'!‘ was nothing doing.
s ”ﬁv;m one of these statements, the one to Donaldson, you said:

& " "

_Hé came to see me to the same general effect four times and was told that “I
don’t know who you represent, but if Mr, Helvering is sending you to me, you
may tell him that I eaid to say to him that he could go to hell,”” that there would
be nothing doing. ‘ T :

"Do you remember that incident?
Mr. Lams. Yes, sir.
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The CHAIRMAN. Senator Hastings, it seems to me that under the
circumstances of this inquiry, that these witnesses ought to be sworn.
Is that the wish of the committee?

Senator CLArk. And, furthermore, it seems to me, Mr. Chairman
that after the witness has been sworn, he ought to be allowed to tell
his own story, without having his memory refreshed from some old
files, about which Mr. Helvering may know nothing.

(The witness was sworn at this point.)

Senator HasTiNgs. Mr. Lamb, you have refreshed your recollec-
tion by reading these papers just this morning, haven’t you?

Mr. Lams. Yes, sir.

Senator Hastings. Suppose you tell the committes in your own
way what your connection was with that post-office matter, and par-
ticularly that which relates to Mr. Helvering.

Mr. Lams. From where you had it at that time?

Senator HasTinGgs. Yes.

Mr. Lams. After I had received the recess appointment, I was
visited by Mr. Helvering, and I asked him in that connection if Bill
Castle had told him what I had said to him. I don’t know whether
he said he had or didn’t, but I believe he said he didn’t, so I repeated
what I told him. That is, the words I gave Castle to give to him. I
don’t remember any remarks that he made.

Senator HasTings. What was it you said to Helvering, as nearly
as you can remember?

Mr. Lams. That Bill Castle had been to visit me at least four times,
and the last time he visited me I said that if this money was for Mr.
Helvering, for him to tell Mr. Helvering to go to hell.

Senator Hasrings. What did Mr. Helvering say in reply to that?

Mr. Lams. I don’t remember that he said anything.

Senator HasTinGgs. Proceed.

Mr. Lams. Shortly after that, I don’t remember how long after
that, Mr. Helvering was at my house for dinner, and the subject was
brought up, and he informed me

Senator CLArk. Who brought it up, Mr. Lamb?

Mr. Lams. I don’t remember now who did bring it up. It was
discussed there.

Senator HasTings. Who was present beside you and Mr. Helver-

in%;![
r. LamB. Mrs. Lamb.

Senator HasTiNgs. At your dinner table?

Mr. Lams. No, not at the dinner table; after dinner.

Senator CLARK. This was after you had repeated to Mr. Helvering
your conversation with Mr. Cassell?

Mr. Lams. Yes.

Senator Hastings. How long after?

Mr. Lams. I don’t remember. He told me that I was at the bot-
tom of the list, but he was influential in putting me at the top; that
he always took care of his friends and they took care of him. That
was all that was discussed about it at that time.

Thoe CuairMaN. I didn't catch just what you said. State that
again?

Mr. LamB. That I was at the bottom of the eligible list; that he
had put me at the top; that he always took care of his friends when
they took care of him.
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Senator Cark. He just made those statements out of a clear sky?

Mr. LamMs. Oh——

Senator CLark. I understand from your testimony that he just
made those statements out of a clear sky at your dinner table.

. Mr. LaMb. Yes, sir. ... -

; Senator HAsTINGS. Did he say how he had arranged to get you from
the bottom to the top of the list?

Mr. Lams. No.

.Senator Hastinas. Did.he say anything about the Civil Service
Board?

Mr. Lams. No, sir.

.Senator Hastings. In this letter you say:

~This being accomplished with the assistance of the Civil Servnce Board; that
I was not originally at the top of the list but was placed there through his
influence.

Mr. Lams. I can’t remember the conversation. That was the most
important part that I remember, about being at the bottom of the
hst and he put me at the top.

- Senator Hastings. All nght, go ahead from there. Did you have
any conversations with any other persons with respect to it, and if so,
who was it?

Mr. LamB. After that, I was in a session of the Chamber of Com-
inerce one night, and George J. Frank, the present postmaster there
now, called me out and said he wanted to see me alone.. We went
down back of my house.

. Senator CLARK. What is Mr. Frank’s business?

Mr. LamB. He was a tailor.. He asked me if I knew Mr. Helvering
was after my job. Isaid, ““Yes, I do know that'. Well, he said, ‘“he
wants me (0 take your ob ?  Tsaid, “What do you want to do about
it?”  “Well,” he said “you have befriended me all these years;
don’t think I would be aftér your job.”

Senator HastiNas, Now, Mr. Lamb, before that were you a -
y{roached by anybody else with respect to paying money to

elvering?

- Mr: LamB. 1 was approached by Jim Pratt, president of the
szens Bank. L

--Senator HasTiNgs, Mr. ‘S. J. Pratt, president of the Citizens’
State Bank?

Mr. Lams. Yes.

Senator HasTings. Of Manhattan?

Mr. Lams. Of Manhattan, Kans,

PrSen‘;Ltor HasTtings. What conversation did you h&ve with Mr,
att

Mr. Lams. Well, i\st a conversation—he informed me Mr. Hel-
vering said I would have to put up some money for that job.

Serator Hasrings. Did he name the amount?

¢; Mri'LiamB. I don’t remember him naming the amount.

.-Seénator CLARK. You already had the job at this time?

Mr. Lams. The recess appointment.

.»8énator Hastings, Did Mr. Pratt ever approach you again with
respect to it?
r. Lams. Yes.
Mr Hastings. What was the second conversation?
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Mr. Lams. That was about the same as the first. For instance,
Mr. Helvering telephoned him or called him up and wanted to know
what I had done about it. Finally, if I couldn’t raise the moncy, I
could make it in monthly payments or in payments, and I informed
Mr. Pratt I wouldn’t do either one.

Senator Hasrings. Did you come to Washington with respect to
that matter?

Mr. Lams. Yes, sir. g

Senator Hastings. Did you confer with the First Assistant Post-
master General Koons? :

. Mr. Lams. Yes, sir.

The CuairMAN. Who was that?

Senator Hastings. First Assistant Postmaster General Koous.
Did General Koons request you to put it in writing?

Mr. Lams. Yes, sir.

Senator Hastings. Did you put it in writing? Before you left
Washington? .

Mr. Lams. 1 did, before I left Washington.

Senator Hastings. Look at that copy and see if that is a copy of
what you wrote to Mr. Xoons with respect to the matter?

Mr. Lams. Yes, sir.

Senator Hastings. Mr. Chairman, I am going to ask that that be
made part of the record.

The CuairMAN. It is so ordered.

(The report is as follows:)
WasHINGTON, D.C., October 13, 1919.

STATEMENT OoF F. D. LamB, MANHATTAN, KANS,

FIRST ASBISTANT POSTMASTER GENERAL KOONS

On August 13, 1918, examination papers were filed in Washington in the
matter of a post-office appointment at Manhattan, Kans. There were 14 can-
didates. In May 1919 I received my grading. I later learned that my markings
were the highest of the candidates. gI was later informed that I had been ap-
gointed postmaster. Owinf to the failure of Congress to confirm appointments

efore adjournment of the last Congress, I received a recess appointment eifec-
tive April 1, 1919.

Before T received notice that I had been appointed, William Cassell, of Man-
hattan, came to me and stated that I would have to put up $1,000 before I
would receive this appointment. Mr. Cassell is & Democrat. He did not state
from whomn he came or to whom the money would have to be paid. He came
to sce me to the same general effect four times, and was told emphatically that
there was nothing doing.

I took charge of the post office April 1. Shortly afterward ex-Congressman
Guy T. Helvering called on me, and was entertained at dinner at my house.
While there, he stated in the presence of my wife that he was instrumental in
having my name placed at the top of the list, this beingl accomplished with the
assistance of the members of the Civil Service Board, that 1 was not originally
at the top of the list, but was placed there through his influence.  Shortly after
this, S. J. Pratt, president of the Citizens’ State Bank, of Manhattan, informed
me that Mr. Helvering wanted a certain amount of money. My recollection is
that the amount named was $1,000, although I am not absolutely sure. Accord-
ing to Mr. Pratt’s statement to me, it was intimated that the mouey was to be
used to pay a member of the Commission for placing me at the top of the list.
I refused to pay a cent, and Mr. Helvering was told I had no money. Mr.
Pratt further reported to me that Mr. Helvering then asked that I make the

ayment monthly. I refused to do this, but did offer to release Mr. Helvering
rom the payment of a bill for advertising, incurred durinf his previous cam-
paign. r. Pratt reported back that Mr. Helvering stated he would not accept
this, and, on the other hand, he was not through with me.
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Three weeks ago, George Frank, a lieutenant colonel in the recent war, and

. now a tailor in the employ of the E. L. Knostmas Clothing Co., came to me at

night, and told me that Helvering wanted him to apply for my position. Mr.

: Frank is a very warm friend of mine. He stated that in response to his question,
" Helvering said: ‘‘There is nothing against Lamb ', but he wanted him to have the
* office. He told Mr. Frank about the executive order whereby soldiecrs are to have

the preference in the matter of appointments and requested him to make out his
application, which application Mr. Helvering furnished him with. Mr. Frank

- said to me he would not in any event do anything against me, and wanted to
* know what I advised. I advised him to act as though he would make the applica-

" signed

tion, and get what information he could. The next day he gave me a letter written
(jonireaaman Ayers, of Kansas, written in long hand by Mr. Helvering, and
y him. The letter was unstamped, and Mr. Frank was requested by

. Helvering to mail it on the train. The letter was read to Mr. Frank by Mr,
. Helvering before it was placed in the envelope. I made a colgy of this letter,

" which Mr. Frank handed me, and returned the original to Mr.

rank, requesting

him to keep it. Mr. Frank stated that Helvering told him that if he, Frank, did

not make the application, he, Helvering, would pick out someone else to do so.
Before leaving Manhattan, I conversed with Professor Searson, of the Iinglish

g department of the Kansas State Agricultural College, who told me of a conversa-

tion he had had with Mr. Helvering that related to my appointment. He had
had a difficult time to convince Mr. Helvering that inasmuch as I was president
of the Chamber of Commerce of Manhattan, also a director of the Rotary Club,
and was eridorsed by the business men of the town, that the appointment would
be popular and satisfactory to the patrons of the office.

@ above is the substance of my oral statement to you this afternoon in your
office, and I respectfully request that before any action is taken looking to the
cancelation of my appointment, first-hand information should be obtained by
you of the situation at Manhattan, Kans.

Would state further that personally I will not reach Manhattan before the 21st
instant, after which I shall be pleased to render any assistance in my power to
help the fullest investigation of this matter.

pectfully submitted.

Senator HastiNngs. On November 17, did you make a report to
J. M. Donaldson, post-office inspector at Kansas City, Mo., with
respect to this matter?

r. Lams. Yes, sir.

Senator Hastings. I will ask you to look at this paper and state
whether or not that is a copy of the report that you made.

The CuHAIRMAN. Let me ask, Senator. This is a copy. The orig-
inal; I suppose, will be in the Post Office.

Senator HasTings. I tried to get the original from the Post Office
Department and they said all tﬁose reports that far back had been
destroyed.

Mr. Laus. Yes, sir; this is a copy.

Senator CLarg. Do you mean they destroyed the originals and
kept; the copies? )

‘ jator Hastings. No, these copies were kept by Mr. Lamb.

:Mr,GChairman, I ask that this also be made a part of the record,
thé report to Mr. Donaldson. -

_The CrArrmMaN. So ordéred.
" (The report is as follows:)

RS ManaaTTAN, KaANs., November 18, 1919.
J. M.; DoNALDEON, »
. y-Pdst-Qffice Inspector, Kangas City, Mo.

Subjdts Btatement of F. D. Lamb, Manhattan, Kans,
- ndk * 13, 1918, examifiition papers were filed in Washington, D.C,, in
thp matter-of the appointment of a postmaster at Manhattan, Kans. I was

aftérward informed that I had been appointed postmaster. Owlng to the failure
of the Senate to confirm the appointment before adjournment of the Congress

then fn gession, I received a recess appointment, and received a telegram from
’ 1
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|
First Assistint Postmaster General IXoons authorizing me to assume charge of
the office on April 1, that the commission woud be mailed. The commission was
duly received. .

Before I received the above notice, Mr. William Cassell, of Manhattan, came
to me in my office (the Riley County Chronicle), and stated that T would have
to put up $1,000 before I would receive this a{)pointment. He did not state
from whorm he came or to whom the money would be paid. He came to sce me
to the same gencral cffeet four times and was told that "1 do not know whom you
represent, but if Mr. Helvering is sending you to me, you may tell him that I
said to say to him that he could go to hell, that there would be nothing doing.”’

After 1 had taken charge of the post office on April 1, 1919, f/.}'-Congrcssmnn
Guy T. Helvering called on me in my office. I asked him if Mr. Cassell had
conveyed to him the word sent him. ¢ informed me that he had not, whercupon
I repeated to Helvering the message I had intended for him. Shqrtly after this
visit, Mr. Helvering was entertained at dinner at my house, 526 Houston Street,
Manhattan, Kans. While there, he stated, in the presence of my wife, that he
was instrumental in having my name placed at the top of the list, this bein
accomplished with the assistance of merabers of the Civil Service Board, that
was not originally at the top of the list, but was (flaced there through his influ-
ence. After making this statement he continued with the statement that ‘I
always take care of my friends when they take care of me.” Shortly after this,
Mr. S. J. Pratt, president of the Citizens State Bank, of Manhattan, informed
me that Mr. Helvering wanted a certain amount of money. My recollection is
that the amount named was $1,000, although I am not absolutely sure. Accord-
ing to statements made to me, it was intimated that the money was to be used
to pay a member of the Commission for placing me at the top of the list. I
refused to pay a cent, and Mr. Helvering, according to the statement of Mr.
Pratt, was told that I had no money. Mr. Pratt further reported to me that
Mr. Helvering then asked that I make monthly payments. I refused to do this,
but did offer to release Mr. Helvering from payment of a bill for advertising,
incurred during Mr. Helvering’s previous campaign. Mr. Pratt reported back
that Mr. Helvering stated that he would not accept this, and adddd that *‘I am
not through with him."”

Some weeks after this, I was met by a gentleinan who stated he was acquainted
with the ‘‘recent’ post-office appointment at Herin%ton, Kans., and stated that
scveral people there were surprised at the results. questioned him relative to
the matter and asked him what the people thought of the case. He stated to me
that ‘‘the people of Herington blame ex-Congressman Helvering for failure to
have the man appoinied according to the wishes of the people in general.”” That
he understood that llelvering was supposed to have stated: ‘“There will be
another postmaster who will have ‘his head chopped off’ in this district.”

After this statement, some time in September 1919 George Frank, an ex-soldier
in the recent war, came to me at night and told me that Halvering wanted him to
apply for my position, Frank questioned me relative to any possible trouble and
I gave him enough information to cause him to realize that Helverfng was oppos-
ing me on personal grounds. Frank stated to me that he would, under no cir-
cumstances attempt to beat me out of my position, but, on the other hand, he
would assist me and would make it appear as thougfl he would a;l) ly in order to
keep me inforined as to Helvering's procedure in the matter. THis latter plan
was suggested by me after Mr. Frank had declared himself relative {o the matter.
The next day, according to Frank, he met Helvering at the Gillette Hotel, this
city, where he furnished Frank with a letter to be copied and sent to the Civil
Service Commission. That afternoon Frank gave me this letter] also a letter
written by Mr. Helvering, and addressed to.Congressman Ayers, stating that he
wanted me to take them home and read them and return same tojhim later. I
did not take the copy meant for the Civil Service Commission, as it{merely asked
for recognition, but the letter addressed to Congressman Ayers I fretained long
enough to read and copy. This letter as I copied it is as follows:

“My Dear MR. AvERs: I hate to bother you with matters from}the Fifth, but
here at Manhattan is a situation that displeases me very much and [[ believe that
I have found a way to remedy it.

“I have been advised by the Civil Service Commiesion that a
time has been granted to ex-soldiers recently returned from France, for the
Purpose of taking examinations where appointients have not been sent in or at

east had not been sent in September 20. George Frank has recently been dis-
charged from the service and is anxious to take this examination apd if they are
granting these extensions I want to ask you to do all you can tolsee that this
privilege is given him.

extension of
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‘““He is the ‘salt of the earth’ and would make an A1 P.M. while the man now
at the head of the list is a ‘double crosser’ and has handed me several ‘packages.’
“I am advising Mr, Frank to send you the letter addressed to the Commission
+and I would consider it a great favor if you would make it your personal business
i to push this 80 as to have an examination held as soon as possible.
‘“It might be well before taking it up with the C.S.C. to call Koons so as to
_ be sure no appointment has been made since I left there and tell him not to make
» any until we can get this settled.
“8incercly your friend,
“Guy T. HELVERING."

This letter was given to Mr. Frank without being stamped, with instructions
. to mail it on the train. After I returned the letter to him, Frank informed me
that he would not mail either letter, but, on the other hand, he would keep them,
. that I might have an opportunity to take my case before che proper authoritics
at Washington. Monday following this last conversation with Frank, I entered
" the Knostman Clothing Store and Frank came to me and stated that he had as
his guest the day before an ex-postmaster at Kansas City, Kans. He stated
. that his guest said that he had met Helvering at Peabody, Kans., Friday of the
| week before, and that Helvering had told the ex-postmaster that he was going
¥ to “get the goat’ of a certain postmaster in his district. Frank said, ‘“Of
! course, he means you, and I advise you to get busy at once. I want you to mect
4 this ex- master, as he knows the post-office game and might give you some
¥ information that will help you.” Later in the day I was told that Helvering
+ had stated at Penbodz that he was going to Washington the next Wednesday.
Frank again advised that I get busy. After consulting two men, Mr. S. J. Pratt
and Attorne{ George Clammer, they advised that I go to Washington.
: T left that day, October 1919, being accompanieg by Mr. Clammer. After
| placing mf case before the proper parties, I started home. When I reached
' attoon, Ill., I received a telegram from my wife advising me to return at once.
When I arrived she informed me that Frank had comé)letely changed and had
sent in the letter referred to, also the application to the Civil Service Commission.
+ When I visited him relative to this matter, he stated that he had not sent in his
. application, but that if he did he would ask for permission to withdraw in case
< I'had a chance of winning the appointment; that Helvering had stated that there
- were three others who would apply and he wanted him to enter the race. Con-
+ cerning this method on the part of Helvering, I might also state that a certain
O official of this county told me that he had received a letter from his brother in
Washington, who stated that, Helvering had interviewed him, asking him to
write his brother at Manhattan, requesting him to seek an ex-soldier for the
gurpose of making application for appointment as postmaster there. The
"~ brother living at Manhattan stated that he did not take the matter up, but on
¢ the other h?nd. he would write his brother in Washington to the effect that the
. patrons of the local office were entirely satisfied.
" Before ?oing to Washington, a well-known citizen of Manhattan guestioned
me as8'to the result of the recess appointment I had been accorded. e engaged
- in a. conversation which brought out the followix}g statement from him. e
; stated he was in Washington and had explained to Helvering that I was the man
* who should receive the appointment. Helvering stated that ‘‘ It is too late now."”
“Too late,” replied the Manhattan man, ¢ Why is it too late?” “Why,” Helver-
! ina%’la.reported to have said, “I had Lamb’'s name removed from the top of the
;o list.”  ‘“Well,” returned the local man, ‘“ You can have it removed hack where it
» belongs.” “Supgxose," said Helvering, ““I might get caught?” “You are
caught, ﬁght now,”’ replied the man, ““and you can have his name placed where
it belongs.”” The gentleman went on to say that this was done, or rather I was
at last at the top of the list. ",
- After I had refurned from Washington, in October 1919 I met Dr. G.A. Crise,
in front of the Gillett Hotel. While we were talking, Senator H.W. Avery, of
Wakefield, Kans., came out of the hotel. I was introduced to Mr. Avery as the
postmaster of Manhattan. After discusaing matters, Dr. Crise stated to Avery
that “Lamb is having some trouble, however, in retaining the office.”
. “Why, is it?”’ asked Mr, Avqr%. .
e ¢ g,x,ideg'stand,”, replied D¥. Crise, *that Lamb will not come through with

$1,000.

© 4Well," réturned the Senator, ! that has always been Helvering's post-office

price. “ 1 supposed he would ratse the f)rice since the cost of living has gone up.”
After.I yeturned srrom Waslington, I received a letter from a prominent citizea

of Clay County. He wrote that he would like to see me win out as postinester

here, and offered his assistance. Quoting a part of his letter, he stated:

MRS T T s

e



NOMINATION OF GUY T. HELVERING S9

“1 know the man you have to deal with. If he aspires to political honors yon
may bring such pressure to bear that he will hardly dare to go back on you.
Otherwise, there is only one thing that will count—money. I have not the
slightest doubt that if you should promise to divide the salary the matter would
be favorably settled immediately, I know by actual experience that he is that
kind of a man * * *”

On Sunday night, November 16. 1919, my wife and I entertained a professor
of the Kansas State Agricultural College. While there he questioned me as to
the probable outcomne of my permanent appointment as postmaster. He stated
to me that he had heard from reliable sources that J. M. Winter, ex-postmaster
of Manhattan, had been paid back all money that he had paid Guy Helvering,
said money being paid by Winter at various times in order that he might retain
his position. T%e professor stated that he had heard this stateinent several
times, and he was convinced that Winter was the victim of Helvering in sccuring
money in this way.

On Monday, November 17, 1919, a well known and reliable citizen stated to
me that he was reliably informed that John Winter, ex-postmaster, had stated
he had been repaid in money the amount received by Helvering; that this was
done just before he resigned as postmaster, that Winter had stated to Helvering
he would not resign until said money was returned, whereupon Helvering re-
linquished a certain amount previously given Helvering by Winter.

31\ Monday, November 17, 1919, Prof. Fred D. Merritt, of the college, met e
in the Palace drug store and asked me if 1 knew anything new concerning my
appointment, T evaded the question. He stated he was interested to the extent
that he mailed ‘‘last night’’ a letter to the Secretary to the President of the
United States, in which, among other matters, he informed the Secretary that
Manhattan had had enough of %neﬂ‘icicncy in years gone by and that he thought
that the ex-postmaster (according to the rumor) had paid money to hold his
position, and that it looked as if something of the sort was attempted here now,
and he advised that the Department commence at Manhattan to clean out the
politicians who attempted to receive money for appointments to postmasterships
throughout the State.

In January 1918, I accompanied a young electrical engineer to Washington.
We called on Mr. H'elvering relative to the probability of securing a war contract
to wire wooden ships. I do not know whether or not a deal was made between
Helvering and the young man. However, no contract was secured then or since
by said young man. On rcturning home the young man said, ‘“ Why, Helvering
would take money, wouldn’t he?” I told him I did not know. This statement
was again repeated to me by this young man since the discussion over the ap-
pointment of postmaster here.

I was told by vnrious&)arties who merely stated rumors, that at the time the
postmaster at Junction City was named during Helvering’s first term that Mr.
O’Malley, now deceased, a brother of George O’Malley, of Riley, Kans., and
county commissioner of that district, had paid Helvering money during the cam-
paign with the };romise that he, O'Malley, would be appointed postmaster at
Junction City. The amount named was $700. Since that time George O’'Malley
opposed him in his cnmpaigns and the reason for the opposition was beeause of
the treatment accorded O'Malley, aspirant to postmastership, and brother of
said George O'Malley.

Respectfully submitted.

Senator Hastings, Mr. Lamb, what sort of a man is this man
Cassell that interviewed you?

Mr. Lavs. Well, I don’t know much about him. I don’t know
anything he ever did. I mean work. I don’t know that he ever
worked any. 1 never seen him do any work.

Senator HasTtiNGgs. Do you consider him a man who is reliable?

Mr. Lams. I never had any dealings with him.

Sentor HasTings. What sort of a man was Mr. Pratt? Did you
have reason to belicve that the statements made to you by Mr.
Pratt were correct?

Mr. Lams. Absolutely.

Senator Crark. Mr., %’mtt was sent to the penitentiary 8 couple of
years after this for embezzlement, wasn’t he, 'Mr. Lamb?

Mr. Lams. Yes, sir.
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Senator McApoo. I didn’t hear that.
. Senator Cuark. The witness was just stating that Mr. Pratt was
- & man of high character and veracity, and I inquired if it was not a
fact that he had been sent to the penitentiary a couple of years later
and actually served a couple of years for embezzlement.
Senator Hastings. I was inquiring about the time.
Mr. LaMB. At the time he was a man who would head a petition
i that anybody would sign.
; Senator CLArk. The evidence in the case shows the period over
which he had been embezzling also included the time involved here.
If he was an embezzler at that time, he may have been a liar at that
time also.
Mr. Lams. He might have been.
Senator Hasmings. The only point I am trying to make about it
. 'was that at that time he was a man in good standing in his com-
munity, and he was a man of good character. You had every reason
to belieYe that what he said was true?
Mr. Laums. Yes, sir. .
¢+ Senator HasTtinags. That is all, Mr. Chairman, I want to ask of the
. withesg¥. -
i The CHalrMAN. When was this copy of a letter dated October 13,
{1919, the report to the Assistant Postmaster General written? Where
{ di(%viyou make this, in Washington?
. r. LamMs. In Washington.
Senator Hastings. You kept the copy of the report?
Mr. Lams. Yes, sir.
Senator HasTings. And this copy is from you now?
: Mr. Lams. Yes, sir. .
! Senator Hastings. This man, Cassell, how long had he lived in
i Manhattan?
i Mr. Lams. Well, he has lived there since I lived there, 18 or 20
ears.
: y Senator Hastings. What is his reputation in Manhattan, among
’ pegﬂe who know him, for truth «.nd veracity?

4

Lams. Well, I wouldn’t like to say. I don’t know anything
about him. )
The CrairMAN. Is it good or bad, is he & man of standing?
Mr. Lams. Well, he don’t have anything to do with the civic
affairs or affairs of the town, anywaK.
Senator HasTiNgs. And a man who doesn’t work, you say?
. :Mr. Laus. So far as I know, I never knew him to do any work.
Se?nator McApoo. Is he out of work now? Is he doing anything
now? .
Mr. Lamb. So far as I know. I am away from there a good deal in
I the last few years. . _
Senator CLark. Mr. Chairman, b-; is here, and can testify for him-
self as to whether he is working, or as to what his business is.
The{CrairMAN. Is Mr. Pratt here?
1Sendtor Hastings. I have asked for subpenas for them, I don’t
know whether either of them are here. .
The CuairmaN. You didn’t get the appointment for the post-
mastership out there? .
Sehator CLark. Oh, yes he did. .
The CuairMaN. You got a temporary appointment?
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. Mr. Lams. I got a recess appointment, and was later appointed for
years.

Senator CLark. After he came down here and told this tale.

The CrAIRMAN. You received that appointment after you had Mr.
Helvering to your house for luncheon that day.

Mr. LamsB. Yes. '

The CualrRMAN. You are a democrat, are you?

Mr. Laums. Yes, sir.

The Crairman. Did anything come up afterwards that caused any
estrangement between you and Mr. Helvering?

Mr. LamB. After I was appointed, officials, after the recess appoint-
ment, you mean?

The CrairMaN. Yes; at any time.

Mr. Lams. No.

The CuAIRMAN. At no time at all?

Mr. Lams. No time since.

The CHAIRMAN. Any time before

Mr. Lams. That we had any trouble?

The CHAIRMAN. Yes.

Mr. Lams. Well, I don’t know that you would call it trouble.
We had o little misunderstanding when I first went to Manhattan.

The CHAIRMAN. When was that?

Mr, Lamn. That was along in 1914.

Mr. CaairMaN. That was a long time before this thing happened?

Mr. Lams. A long time before. It wasn’t any trouble at all, just
a misunderstanding,

Senator Crark. What was the nature of that misunderstanding?

Mr. Lams. When I went to Manhattan, I needed $1,200, and Mr.
Pratt was the banker there, and a leading Democrat, and I went to
him to borrow the money. He told me Mr. Helvering was Congress-
man, and that I might see him first, and he might lend me the money.
He wrote Mr. Helvering a letter to me and said he had telephoned
him I would be there.

The CHairmMaN. Where was Mr. Helvering then?

Mr. Lamns. At Marysville, Kans.

The Cuairman. Was he then in Congrass?

Mr. LamB. Yes.

The Cnairman. He didn’t live at Manhattan?

Mr. Lams. No. When I went there he wasn’t in his oftice, and 1
couldn’t find him. I found him that evening, and he wasn’t
int: vested in my proposition at all.

The CHAIRMAN. 1at was your proposition?

Mr. Lams. To borrow $1,200.

The CuairmMan. Why did you go all that distance to ask Mr.
Helvering to let you have this money?

Mr. Lams. Because Mr. Pratt said he was in Congress and would
probably be interested in me buying a Democratic paper.

The CuarMaN. You wanted to go into the newspaper business?

Mr. Lams. Yes, sir.

The CuairmaN. Where did you come from to Manhattan?

Mr. Lams. Texas.

The Cuairman. What place in Texas?

Mr. Lams. Mercedes, Tex.

The Cuairman. Did you run a paper there?
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. Mr.LamB. Yes, sir. ... :

The CaairMAN. Were you born and raised there?

Mr. Lams. No,sir.. . .

The CrairMaN. Where were gou raised?

Mr, Lams, Bloominsdale, Ind.

The CrairMAN. And you left Indiana and went to Texas?

Mr. Lams. No, I left Indianapolis when I was about 26 years old,
and went to Nowata, Okla, )

« .The CuairMAN. How long did you live there?

Mr. Lams. About 8 or'9 years.

:'The CHAIRMAN. From there where did you go?

Mr. LaMB. From there I went to San Antonio, for 8 or 9 years,
and then Mercedes, and then back to Nowata. :

The CaairMAN. Did you own a newspaper in any of these places?

Mr. Lams. I owned a newspaper at Nowata, Mercedes, Tex.,
and Manhattan, Kans. For 8 years I was at Matoon, Ill., on the
Matoon Star.

Senator McApoo. Do you own the paper at Manhattan now?

Mr. Lams. No, sir. ,

.. The CaAirMAN. Any other questions?

Senator Cr.Ark. What business are you in?

Mr. Lams. Life insurance.

Senator CLARK. Yes, you stated that.

Senator HasTiNgs. Mr. Lamb, I would just like you to finish that.
What ;?happened when you.went to see Mr. Helvering about the
$1,200

Mr. Lams. He said he wasn’t interested in it. I had been put
to pretty much expense and trouble, and there was a fellow there by
the name of Roger Young that wanted to be postmaster at that time,
and I was a complete stranger——

Senator CLARE. Postmaster where?

Mr. Lams. Manhattan. So I told him there wasn’t a saddle bi
enough to put Roger Young and me in to ride at the same time, an
I went back to the hotel, and the next morning I went back home,
went to the bank and got the money.

Senator HasTiNngs. And paid for the paper?

Mr. Lams. Yes.

Senator HasTings. Did Mr. Helvering recommend you for the
post office?

Mr. Lams. I don’t know whether he did.

Senator HastiNgs. Do you know?

Mr. Lamz. No, I do not. i

Senator Hastings. Did you have any conversation with him about
this appointment to the post office?

Mr. Lamn. Yes. :

-Senator Hastings. What was that conversation?

Senator CLark. When was it? )

"MroLiamp. That was immediately after the election that year.

-Senator McApoo. 1914?

Senator Hastings. 1918, - .

Mr. Laus. We were in the hotel, and he complimented me on the
campaign, from a new‘sgaper standpoint. ) )

Senator Hastinus. What was that campaign, in favor of Mr.
Helvering? -
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Mr. Lams. Yes, sir.

Senator Hasrings. Conducted by your newspaper?

Mr. Lamb. Yes, sir.

Senator Hastings. Now, then, what happened from then on?

Mr. LaMs. He made the remark that he wanted me right across
the street. Across the street was the post office. And I made some
remark about the present postmaster and he said he was dissatisfied
or some sort of remark like that. That was all that was said about it.

Senator Hastings: And you took the examination?

Mr. Lams. Yes, sir.

Senator Hastines. Then, you have explained what happened
after that?

Mr. Lams. Yes, sir.

Senator Hastings. That is all I have.

Senator Warcorr. I would like to ask the witness'a few questions.
Did you start that newspaper in 19147

Mr. Laums. No, sir. :

Senator WaLcorr. What year?

Mr. Lams. 1 bought the paper that time. The paper was started
before that.

Senator Warcorr. You ran the paper from 1914?

Mr. Lams. Yes, sir.

Senator Warcorr. What part of 19147

Mr. Lams. Idon’t remember.

Senator Warcorr. Can you make a guess, was it the early part,
the summer, or early fall?

Mr. Lams. I can’t tell you.

Senator Warcorr. You don’t know?

Mr. Lams. No, sir.

Senator WarLcorr. Was it before the election of 19147

Mr. Lams. It was after the election.

Senator Warcorr. Of 19147

Mr. Lams. The first election of Wilson.

Senator Warcorr. 1912 that was. Can you fix the time of 1914?

Mr. Lams. No; I don’t have it definitely in mind.

Senator WaLcorr. Let us get to the year 1916. Your newspapers
suK,[I)orLed the Democratic party in 19167

r. Lams. Yes.

Senator WaLcorr, And you supported Mr. Helvering?

Mr. Lams. Yes, sir.

Senator Warcorr. You supported Mr. Helvering in 19167

Mr. LaMs. Yes, sir.

Senator Warcorr. You supported him vigorously?

Mr. Lams. 1 think so, I always have.

Senator WaLcorr. And you supported his candidacy vigorously
in 1918? That is, the support of your newspaper and your support
personally weroe both loyal to the candidacy of Mr. Helvering?

Mr. LamB. Yes, sir.

Senator Wavrcorr. In 1916 and 19187

Mr. Lams. Yes, sir; particularly in 1918, the last one.

Senator WaLcorr. Did you think there was anything strange in
},lge fgc?)that Mr. Helvering after his pledge to you ““I tako care of my

riends ’’'-—

Mr. Lanms. I don’t know what he meant by the remark.

174051 —33—pT 2——2
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Mr. Lans. No; there couldn’t be.

Senator WavLcort. There couldn’t be?

Mr. Lans. No, sir,
( Senator WaLcoTT. Your paper had given him loyal support?

Mr. Lams. Yes, sir.
: Senator Warcorr. How much of a circulation had your newspaper?
i Mr. Lamp. Well, at that particular time, I voluntarily put on a
ree day; I put out 2,500 copies, in every house in town, for 6 weeks.
i Senator WavLcort. That 18 before election?
. Mr. Lams. Yes, sir.
; Senator CLArRk. Mr. Lamb, where was this first conversation that

E‘u say you had with Mr. Helvering?

.i?Sonator Wavrcorr. Did you think there was anything strange in
3
|
|

Mr. LamB. What about?
Senator CLARk. The first one you recounted here, in which you
id you asked if Cassell had told .him, had delivered to him your
essage to him, that he could go to hell, and so forth?
- Mr. Lams. That was in the post office.
- Senator CLark. That was in the post office that that conversation
book place? .
Mr. Laus. Yes. .
! Senator CLARK. What did he say when you told him you had sent
that word by Cassell?
{ Mr. Lamn. I don’t remember anything,
Senator CLark. How long did he stay there after you said that?
Mr. Lams. I don’t remember that.
L Senator CLARK. You don’t remember any. of the details except you
had this conversation in which you asked him whether Cassell had
delivered your message in which you liad told him to go to hell?
, Mr. Lams. That is all I remember.
- Senator CLaArk. How long after that was it that you invited him
to your house for dinner?
: Mr. Lamp. I don’t know. It may have been 3 or 4 weeks.
i Senator Crark. Had you seen him in the meantime, after you
gent him word that he could go to hell?
" Mr. Lams. Not that I remember.
* Senator Crarx. Had frou had any further conversation?
Mr. LauB. Not that 1 remember.
§ Senator CLARK. And you say after you had told him he could go i
to hell, and invited him to come to your house, then, out of a clear
, he made this remark about having you moved up in the Civil
Service list. Is that your recollection?
i Mr. LamB. That is my recollection.
‘Y Senator CLArk. And also, Mr. Lamb, I believe you say you pro-
8

osedy;through Mr. Pratt, to Mr. Helvering, that if you were re-
pomwd you would remit some bills he owed your newspaper for
advertising.

Mr. Laus. I made that statement. :

Senator Crark. That is all.

Senator, Gzorap. Mr. Lamb, what brought about the making of
this atatement to the Postmaster General, copy of which has been
offered in-evidence here, dated October 13, 19197 What occasioned
*that statement? Were you then postmaster?
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Mr. Lams. Yes, sir.

Senator Georce. How long had you been postmaster?

Mr. Lams. It was during the recess appointment.

Senator GeorGE. What date was that?

Senator Hastings. April 1.

Senator George. Why did you make this statement?

Mr. Lams. Because he asked me to make the statement.

Senator McApoo. The Postmaster General, the First Assistant
Postmaster General?

Mr. Lams. Koons. I told him the story and he said, “Will you
make a statement to that effect?” 1 said, “I will.” That is the
statement.

Senator GeorGe. Was there any effort to remove you from the
oflice at the time you madc this statement?

Mr. Lams. Yes, sir.

Senator GEorgE. Who was making that effort?

Mr. Lams. Well, I came to that point a while ngo. After this
Frank, that is now postmaster, called me out of the chamber of com-
merce—I didn’t finish that conversation—and said that Mr. Helver-
ing was after my job, and wanted to know if I knew that. Itold him
I did and he said he was trying to get him to take the job. And I said,
“What do you want to do about it?” He said, “I don’t want to
take your job, because you befriended me.” I said, “All right, if
that is the way you feel about it, so what are you going to do about
it?”’ He said Mr. Helvering was at the hotel that night,-and the
next day I went to see Frank, and he gave me two letters he said
were written by Mr. Helvering for him to mail, one addressed to the
Civil Service Commission applying for the position, another ad-
dressed to Congressman Ayres, telling him 1 was yellow and a
double crosser, and Frank was the salt of the earth.

Senator GEorGE. You mean Frank was to sign this letter himself,
saying that he was the salt of the earth, and send it to Ayers?

Mr. Lamu. No, he was to sign the Civil Service Commussion letter.

Senator CLark. Frank was to sign this letter saying that he was
the salt of the earth and send it in to Mr. Ayers?

Mr. Lams. No, the Civil Service Commission letter, in which he
was to apply for the job.

Senator ({LARK. In which letter was it he described himself as the
salt of the earth?

Mr. Lams. The letter Mr. Helvering wrote.

Senator CLark. To be signed by Mr. Frank?

Mr. Lams. Mailed by Mr. Frank, and the Civil Service letter was
to be signed by Mr. Frank, and was an application for the job.

Senator Hastings. And it was Mr. Helvering that said that Mur.
Frank was the salt of the earth?

Mr. Lams. Yes, sir.

The CuairmMaNn. Mr. Frark was a Republican?

Mr. Laus. Yes, sir.

The CuairMaN. Mr. Pratt, when he told you this money was to
be paid, I believe you said he thought it was to go to the Commission,
the Civil Service Commission.

Mr. Lams. That is what Mr. Pratt said.

The Cuairman. The Civil Service Commission. He gave you
that information?
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Mr. Lams. Yes, sir.

The CuairMAN. You were to pay the money to Mr. Pratt and the
money was to go to the Civil Service Commission here?
* Mr. Lams. Yes, sir. Not to the Commission, but to an individual
. in the Commission. So following out on that, I made that statement.
~ Some time a little later after that Mr. Frank informed me that Mr.
i Helvering. was geilclg to Washington the following day, and I informed
: him I was going Monday, so I brought an attorney with me and in-
* terviewed Mr. Koons, and that is the result, that statement.
* The CrairMAN. Do you desire to ask any questions, Mr. Helvering,

e et — ———

of the witness?
i*  Mr. HeLverinGg. No. _
iz ' Senator HasTings. Did you know W. D. Vincent, who was presi-
Lj gentbof W. D. };incent ardware Co. at Clay Center, Kans., on
1Y October 27, 1919 -
i Mr. LAM,B. Yes, sir. ) )
{’! i;.’i.“»enatol':-l HasTtings. Do you remember writing him asking for his
t help.in: this matter?
' MriLams. Yes, sir.
P %ienaidr HABY'I"INGS. And did you receive in reply this letter?
i, ‘Mr. LauB. Yes, sir. '
! %Ienalt?x‘ HAE}TIgGB‘.( l]x)o y(éu l((lnow where Mr. Vincent is?
r. LaMs. I think he is dead.
; Senator Hastings. Later, Mr. Chairman, I was going to ask that
i thif{ letter be a}(lilmiltted in evidence.
e says in this letter——
(The portion of the letter read by Senator Hastings was later
ssfg'icken é)lutkupon vote of the committee, sustaining objection by
nator Clark.)
{\)40 yI(J)u knox anything about the experience that he had?
r. LaMB. No, sir,
Senator Hasrings. The letter goes on——
(The portion read by Senator Hastings was excluded from the
record, in accordance with the previous notation.)
What kind of 2 man was Vincent?
Mr. Lams. He was a man with a good reputation.
' Senator HasTings. Was he likely to write that kind of a letter
; unless he believed it to be true?
Mr. Lams. No, sir; he would not. )
The CrA1rMAN. When was that letter written, Senator?
Senator Hastings. October 27, 1919,
;'_ . %‘Ihe. ngIRMXéN. "This letter was received by you?
‘ r. LamuB. Yes, sir.
. ’l{.‘dk;o ngmMIAN.,dAnd M(i' Vincent is dead?
- . LLaMB. ] understand so. . .
@ Senator CLARK. Mr. Lamb, Mr. Vincent had published an article
" “In & newspaper along this same general effect about 1914, hadn’t he?
Mr. Laus. Not to my memory; I don’t remember it.
- MSmn.‘ i?rCm§x.' And you never read it?
- Mrudiams. -No. SR . : o
&e&aﬁor CONYQIALL}L Have-you kept this letter all this time?
] . Laus. Yes, sir.
1 Senator ConnaLLy. In your own possession?
' Mr. Laus. Yes, sir.
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Senator ConNaLLY. Who knew about the existence of it?

Senator Hastings. I might say for the information of the commit-
tee that after the hearing the other day I put in a telegram from Mr.
Lamb suggesting that I ask the Post Office Department for various
reports on the questions involved in the charges that Mr. Helvering
was guilty of selling post offices, and I replies to that telegram and
asked that he send me what information he had. I got a letter from
Mrs. Lamb saging that Mr. Lamb was out of town, but she was
sending me all the file on the subject, and she sent me quite a sub-
stantial file, from which I selected those letters and statements I
thought of sufficient importance to call to the attention of the com-
mittee.

Senator George. Mr. Lamb, when did you get out of the post
oflice?

Mr. Lams. In 1924.

Senator McApoo. You served your time?

Mr. Lams. Yes, sir.

Senator Crark. Mr. Lamb, how long had you known Mr. Vincent
at the time of this correspondence with him?

Mr. Lams. Well, probably 3, 4, or 5 years.

Senator Crark. What had been your relationship with him?

Mr. Lams. I was not intimate with him. I only met him as a
business man.

Senator Crark. What put it in your head to write a letter to
Mr. Vincent about the postmastership at Manhattan? He didn’t
live there?

Mr. Lams. No.

Senator CLark. As a matter of fact, what happened was, after you
learned it was not Mr. Helvering’s intention to recommend vou for
reu[l)pointment., you started out getting in touch with everybody you
could hear of that ever had any ifﬁchty with Mr. Helvering, for the
purpose of building a fire under him, and then you came down here
and saw the Postmaster General.

Mr. Lams. That is correct, because I heard he had done the same
thing to others he was trying to do to me.

Senator CLark. When did you hear that?

Mr. Lams. I heard that remark from Bill Cassell. Bill Cassell had
asked me for money for that purpose—Jim Pratt.

Senator Crark. But you said

Senator Hastings. Let him answer the question.

Senator CLark. But he isn’t answering thie question. You said a
moment ago you had heard he had done to others what he was trying
to do to you. When did you hear that?

Mr. Lams. Along about that time.

Senator Crark. Had you heard it before?

Mr. Lams. Not befoce I was postmaster.

Senator CLark. How did you happen to begin to hear that he was
doing this thing?

Mr. Lamp,. Because it was rumored around that I would not be
appointed. '

nator CLarx. Then, what you did was to write around to every-

body that you could hear of that ever had any trouble with Mr.

Helvering? : . : : Co
Mr. Lams. Yes, sir.

i‘”‘ L
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Senator CLARk. That is all of this witness.

Mr. Chairman, I want to record an objection to that Vincent
‘letter as having no probative force. It is due to & grudge against
. Mr. Helvering and is not authenticated in any way.

! Senator Hastings. This is just like any other letter we receive of
;protest. We always make them part of the record for whatever
i they may be worth.

nator GEORGE. Of course, it is hearsay.

Senator CLarRK. Purely hearsay.

t . Senator Hastivas. The practice in all these hearings is to put in
1all the rumors and everything else. We do not undertake to stick
ito the legal evidence. Mr. Chairman, I ask that the Vincent letter
ibe made a part of the record.

. Senator Crark. I object on the grounds that it has not probative
tforce. Itis personal correspondence between this witness and another
;sorehead, and the writer of the letter is dead and not subject to
f cross-examination. I don’t think it is at all fair to allow the intro-

duction of such a letter in the record.

The CrairMAN. Of course, if the Chair was going to rule, he
;would rule that it was not admissible testimony, but he leaves it to
i the committee. Those in favor of putting the Vincent letter in the
;record will raise their hands.

. (A vote was taken.)

The CaammMan. The letter will not be placed in the record, and
the stenographer will not record those portions read from the letter.
If the letter is not to go into the record, i do not see why those pertions
should go in.

Senator HasTings. In all my experience with commitieces, this is
the first time 1 have ever seen that sort of a ruling by a committee.

The CrairMAN. Do you think a dead man’s letter ought to go in
f there without further proof of it?

7 Senator HasTiNGs. g‘he practice of the Senate is to take whatever
"is sent to a committee regardless of whether it is admissible evidence

ornot. Ilearned that to my sorrow long before I came to the Senate,
. very much to my disgust, and if I were making rules for the Senate,
1 would make d}l’em so that it would be legal evidence and nothing
- else that would be admitted, but that has not been the practice.

The CuHarrMaN. The committee has taken that course, but the
Senator has the right, on the floor of the Senate, to read the letter.
i Senator GEorae. That is true. I want to say this, Mr. Chair-
“man; I wouldn’t exclude all hearsay, but hearsay that is so highly
i prejudicial as this, and this man being dead, where he cannot be
¢ cross examined at all, I don’t think it is fair. .

i Senator CLARK. That is exactly the position I take, Senator. I am

¢ not trying to hold the thing down to the strict rules of evidence, but
. 1 do t! where a letter shows on its face a bitter personal feeling,

Efwhiqh tggbody has the right to cross examine on, that it should not be
admitted.

.g Senator Hastings. This record is full of letters that have come

-to the committee——

. Senator,Crark. And the Senator himself is responsible for that.

.. Senator Hastings. They have come-to me and to the committee,
and:it is the practice for the Senate tc put those in.
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Senator Crark. I might say if I had been on the subcommittee I
would have objected to placing a great many of these outrageous
letters in.

Senator Hastings. A lot of what this witness has testified to is
pure hearsay. What Pratt said to him is not legal evidence. It is
what Pratt says is the important thing.

The CHarruaN. If there are no further questions, this witness is
excused.

(The witness was excused.)

TESTIMONY OF WILLIAM CASSELL

WiLLiam CasseLL was called as a witness and, under oath, made
the following statement:

Ser;ator Hastings. Mr. Cassell, where did you live in the year
19197

Mr. CasseLL. 811 Corning Street, Manhattan, Kans.

Senator Hastings. How long did you live there?

Mr. CasseLn. Well, at that particular location?

Senator Hastings. No; in the town. How long did you live in
Manhattan?

Mr. CassgLr. Since 1900.

Senator Hastings. Do you still live there?

Mr. Cassern. I do.

Senator Hastings. Do you know Mr. Fred D. Lamb?

Mr. Casserr. 1 do.

Senator Hasrings. How long have you known him?

Mr. Cassenr. Well, I don’t know exactly; ever since he came to
Manhattan, whatever that date was, or soon after he came there.

Senator Hastings. Did you ever have a conversation with him with
respect to the post office?

Mr. CassenL. No; I don’t think I ever had any conversation with
Mr. Lamb about the post office.

Senator Hastinags. Do you know whether you did or you did not?

Mr. Cassenn. Well, if I did—it was a long time, well, away early,
because I hadn’t spoke to Mr. Lamb for 8 months before he had taken
the post office, and if I did talk with him, it was, oh, 8 months before
his name was sent to the Senate.

Senator Hastings. You never approached him with respect to the
payment of any mone{?

r. CasseLL. Absolutely. I had no authority to do so, and I sure
wouldn’t do it on my own volition,

Senator HasTings., Let me read you a statement made by him on
November 18 to Mr. Donaldson, a post-office inspector. He talked
about the time when he received his commission.

Before I received the above notice, Mr. William Casscll of Manhattan came to
me in my office, the Riley County Chronicle, and stated that I would have to
put up $1,000 before I would receive thix appointment. He didn’t say from
whom he came, or to whom the money would be paid. He came to me to
the same general effect four times and was told that, ‘I don’t know whom you
represent, but if Mr. Helvering is sending you to me, you may tell him that I szid
to say to him that he could go to hell, tlgmt there would be nothing doing.”

Mr. Cassern. There ig absolutely not one word of truth in it. I

never went to Mr. Lamb at no time on any proposition about the
post office.
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Senator HasTiNgs. And you never made this proposition?

Mr. CasseLL. I never made that proposition to him; no sir. I
had no authority to, and wasn’t interested in it in that way.

mSex}?atox‘ Hastings. Did you talk to Mr. Helvering about the post
office ,

Mr. Cassern. I expect I have talked with Mr, Helvering about it.

Senator Hastings. Well, did you talk to Mr. Helvering about the
post office or not?

Mr. CasseELr. What do you mean?

Senator HasTiNGgs. About the time when Mr. Lamb was appointed?

Mr. CassgeLL. Oh, no, it was long before that that I talked to him.

Senator HasTings. What did you talk to him about the post office—
what was it about? )

Mr. CasseLn. We just talked about it in a general way.

Senator HasTings. Where were you when you talked to him?

Mr. CasseLL. I expect I was at Manhattan.

Senator HastiNags. And he doesn’t live there, does he?

Mr. CasseLL. Noj; but he came through there often.

Senator Hastings. Did you have a particular person you were
interested in in having named postmaster?

Mr. CasseLn. No sir; I never suggested one name to Mr. Helvering
at no time for the post office.

Senator HasTiNGs. You were not interested in it at all?

Mr. CassgLn. Well, no; I wasn’t interested in any particular man.

Senator Hastings. Do you remember anything you said to him
about the post offica?

Mr. CasseLn. Well, I think that I told him at one time that I
wouldn’t appoint Mr. Lamb.

‘Senator Hastings. You did tell him that?

Mr. Cassern. Yes; I am pretty sure I told him that at one time.

Senator HasTiNGgs. More than one time?

Mr. CasseLr. Well, no; I wouldn’t—that has been quite a while
ago, because I was opposed to Mr. Lamb having the post office.

Senator Hasrtings. You were opEosed to him?

Mr. CasseLL. I was opposed to him; yes.

Senator Hastings. And you did talk to Mr. Helvering about Mr.
Lamb and told him you were <()‘pposed to him having the post office?

Mr. CasseLL. I expect I did.

..éiSe_gIabor HasTings. Did you ever go to the Riley County Chronicle
office

~Mr. CasseLL. No. Just as I told you, for 8 months I didn’t speak
to Mr. Lamb.

«Senator HastinGs. Before that, did you ever go to the Riley
‘dQu'x_xyy.,Chronicle office? ., ..

Mr. CasseLL. Oh, I expect I was in there, because it was supposed
to be a Democratic paper, and my affiliations were along those lines,
‘{:rdtor HasTtings. Do you ever remember being in there, in the
0. [ e
i Mir.vCasseLL, Oh, yes. I remember, I expect—I don’t remember
anyPatticular time, but I know I went there. Iknow I went there.
~"Sengtor Hastings. Do you ever remember talking to Mr. Lamb
%n the office—— =

-Mt./CAdsELL. ' About the post office?

* 9 Benator HASTINGS. Nd,'no; about anything.
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Mr. CassiErn., Oh, I suppose I wouldn’t go in. there—I would
probably go in there to give him some news or something, because,
as I told you, it was a Democratic paper and I gave him any news in
preference to the Republican paper.

Senator HasTiNgs. But you never mentioned the post-oflice
matter at all? \

Mr. CasseLL. Oh, no; I never mentioned the post office to Mr,
Lamb. I never

Sen?ator Hastings. Did you ever know he had made this state-
ment,

Mr. CasseLn. 1 did—well, now, about possibly 8 or 10 years ago—
I don’t remember—there was a post-office inspector came there, by
the name of Dougherty, 1 believe.

Senator HasTiNngs. Donaldson?

Mr. CasseLL. Donaldson, possibly that was it. He didn’t tell
me—but he told me he had made a statement along those lines, and
I told him, and you will find I made a sworn statement at that time,
that there wasn’t a word of truth in it.

Senator HasTings. You did make a sworn statement?

Mr. CasserL. I did, to him.

Senator Hastings. To Donaldson at that time?

Mr. CasseLL. Yes, sir; I did.

, ’I‘h(; CHarMAN. May I ask the Senator is the report of Donaldson
there

Senator Hastings. Yes; that is part of the record.

Senator CLark. That is just Lamb’s letter to Donaldson.

Senator Hastings. Oh, no, there is no report of Donaldson,

The Cuamman. You haven't the affidavit that Mr. Donaldson
took from Mr. Cassell?

Senator HasTings. No. The Post Office Department reported to
me, without looking, so far as I know, that they did not have it.

Se(lllgttor ConnNaLLy. Who was this man preceding this man on the
stand?

Senator HasTings. Mr. Lamb.

Senator ConNaLLy. Lamb is the one that this witness’ testimony
relates to?

Mr. CasseELL. Yes.

Senator HastTinags. Did you ever speak to Mr. Lamb about having
made this statement?

Mr. CasseLL. No. 1 met him the very evening—I passed him in
front of the Palace as I was coming from the hotel where 1 had made
this statement, and we didn't speak, and he said, “Hello Bill”.
I turned around, and'said ““ You dirty sucker; don’t never speak to
me again’’, and I haven’t spoke to him from that to now, in all this
time.

Senator CLark. When was this?

Mr. CasseLL. That was possibly 10 years.

Senator Crark. About when was the time when you had this row
with Lamb?

Mr. CasseLL, Oh, about 10 or 12 years ago.

Senator CLArRk. Do you remember when it was with reference
to the?time when he was appointed acting nostmaster or whatever
it was

Mr. CasseLL. Well, I think it was soon after.
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Senator CLARK. Soon after he was appointed? .

Mr. Cassgrn. Yes. .

Senator HasTings. What is your business, Mr. Cassell?

Mr. CasseLL. I am connected with the Manhattan Consfruction
Co., as field representative.

Senator HasTings. What were you doing at this time, in 19]9?

Mr. CasseLn. Well, I probably wasn’t doing very much bf any-

: thing.

t

Senator Hastings. How long had it been since you hgd been
employed?

Mr. CasseLL. Three years,

Senator HasTi’igs. How long have you been employed ngw with
this firm?

Mr. CasseLL. Well, it was—3 years I have been with them. The
year before that I was city collector for-the city there. I

Senator Hastings. City collector for Manhattan?

Mr. Casseir. Yes; I collected for them for 1 year.

Senator Hasrings. Were you elected by the people?

Mr. Casserr. No; I was appointed by Mr. Majors, the mayor.

Senator HasTings. Did you collect on a commission basis?

Mr. CasseLL. No; on a salary.

Senator Hastings. What salary did they pay you?

Mr. CasseLL. $90.

Senator Hastings. $90 a month?

Mr. CasseLL. Yes.

Senator Hastings. That is all.

The CralrMAN. What response did Mr. Lamb make to you when

you passed him on the street and you made that remark to him?

Mr, CasserL. Well, as I passed him, he said ‘“Hello Bill,” and <
just stopped and turned around and said, “You dirty sucker;don’t
never speak to me again,” and went on,

The CuarrmaN. What did he say?

Mr. CasserL. I don’t know. I went on and I don’t know what he
said, and I never have met him—that is, I ignored him.
hSe;m'.tor GEoRGE. You used the word ‘‘sucker,” you are sure of
that

Senator CLArk. Senator, did I understand you to say the Post
Office Department said they did not have Mr. Cassell’s affidavit?

Senator Hastings. I did not ask about the Cassell affidavit.

Senator CLark. I think the Cassell affidavit is of considerable
importance to this, and I move that the clerk of the committee be
instructed to phone the Post Office Department and see if it is possible
to obtain the Cassell affidavit in connection with this.

The CrairmMAN. That order will be entered.

Senator HasTings. I stated to the committee that I asked the
Post Office Department—they shifted me from one to another, and
I finally got the person that ought to have had it, and they said those
files had been destroyed long ago.

The CHAIRMAN. Do I understand the records of the post office do
show that Mr. Cassell made a flat denial in the affidavit of this old
sthtembnt? - Cory

Senator Hastings. From Mr. Cassell?
Senator CLARk. That is what I say, Mr. Cassell made a flat denial.
Senator Hastings. That is what he says.




NOMINATION OF GUY T. HELVERING 103

Mr, CasseLn. I signed an affidavit to that effect.

Senator Hastings. I don’t know. I haven’t seen that affidavit.

The CuairMAN. You said you were opposed to Mr. Lamb being
up{/&)inted postmaster?

r. Casseun. Yes.

The CuairMaN. Why were you opposed to it?

Mr. CasserL. I didn’t think he was much of a Democrat, and at
that time we wanted a Democratic postmaster there, because we
thought that a Democrat could do us just a little bit better.

Senator Hastings. He was a good citizen?

Mr. CasseLn. So far as I knew otherwise, yes; but sometimes that
don’t count.

The CHamMan. I understood you to say you furnished him news
because he was running a Democratic paper?

Mr. CasseLL. That was before I found out what kind of a hairpin
he was. He hadn’t been there very long. He was a newcomer there.
Sometimes you can’t read a man right off.

Senator CLark. I would suggest, for the purpose of the record,
that Mr. Pratt might not be able to get permission to leave the State.
I understand he is still on parole froin the penitentiary at Kansas.

The Cuairman. Who else will you take, Senator?

Senator Hastings. Mr. Edgecomb.

The CuairmaN. Why not finish this up?

P Senator Hastings. The only other witness I have on this matter is
ratt.

Senator Crark. It may be that Mr. Helvering would like to call
some witnesses on this matter.

The Cuammman. Would there be any objection to trying to finish
this up at this time?

Senator CLark. That is what I was suggesting. Mr. Helvering
might have some witnesses on this same question.

TESTIMONY OF W. F. GROSSER

W. . Grosser was called as a witness, and under oath, made the
following statement: .

The Cuarrman. Give the reporter your full name and your resi-
dence. '

Mr. Grosser. Mr. William I'. Grocer, Salina, IXans.

The Cuairman. How far is that from Manhattan, Kans.?

Mr. Grosser. About 75 miles west.

Mr.
Mr.
. Rice. Salina.
Mr.
. Rice. How long have you been a resident there?
. Grosser. How long have I lived there?

. Rice. Yes.

. Grosser, Forty
. Rice. You were formerly postmaster at Salina?

. Grosser. Yes, sir,

. Rice. When were you appointed?

. Grosser. In 1814,

. Rice. Who was the Congressman in the district at that time?

M

Rice. Mr. Grosser, you are a resident of Manhattan?
Grosser. A resident of Manhattan?

Grosser. Yes sir.

ears or more.
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Mr. Grosser. Mr. Helvering.

Mr. Ricg Were you appointed on his recommendation?

Mr. Grosser. Yes, sir. |

Mr. Rice. And served there two terms?

Mr. Grosser. Yes, sir.

Mr. Rice. At any time prior to the time of your appointment, or
any time after your appointment, did Mr. Helvering ever discuss with
you or talk to you concerning any contributions or payment in con-
sideration of your appointment to that postmaster’s position?

Mr. Grosser. No, sir.

‘Mr. Rice. You have known Mr. Helvering how long?

Mrl. Grosser. Nearly 25 years I would say. I haven’t figured it
exactly.

Mr. Rice. And since his return from Congress has he been a resi-
dent of Salina?

Mr. Grosser. Yes, sir. He is now.

Mr. Rice. During that *time has he been elected to any public
position in Salina?

Mr. Grosser. Yes, sir, he has been elected city commissioner, and
received the highest vote, and became mayor of Salina, and he was
elected president of the Chamber of Commerce of Salina, and hold
other various positions around there in the State.

Mr. Rice. You are familiar with Mr. Helvering’s career in politics
in that district?

Mr. Grossgr. Yes, sir.

Mr. Rice. You helped elect him to Congress?

Mr. Grosser. Yes, sir.

. Mr. Rice. You have talked with other postmasters down there,
have you?
~ Mr. GROSSER. At times,

Mr. Rice. You had your postmasters convention?

Mr. GrosseR. Yes, sir.

Mr. Rice. At any time did you hear any remark made by any
postmaster in that district to you——

- Mr. Grosser. No, sir.
Mr. Rice. That he had ever asked any contribution to him?
Mr. GrosseRr. No, sir; I never discussed anything like that at all.
t%{? Rice. He never made any effort to get any money from you
a8 v

Mr. Grosser. No, sir.

The CHAIRMAN. Any questions?

. ‘Senator HasTiNGs. {would like to ask one question. Are you a
candidate for the post office at the present time?

Mr. Grosser. No, sir.

Senator Hasrings. Do you expect to be & ]foint,ed at Salina?

Mr. Grosser. 1 don’t know about that. ll) waven’t anything to do
about that.

Senator HasTinGgs. You would accept it?

Mr. Grosser. 1 don’t doubt that I would, yes, sir;if I could get it.
I don’t know. I haven’t. made any effort or told anybody that I am
:ﬁ applicant, or anything like that. I might not be an applicant at

Senator Hastings. Did yc"m ever hear of this complaint made by
Lamb to the Post Office Deg}artment about Helvering trying to get
money out of him for that jo

?
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Mr. Grosser. No, sir.

Senator Hastings. You never heard of it?

Mr. Grosser. No, sir,

Senator Hastings. When did you first hear of it?

Mr. Grosser. When I came down here I heard somerumors aboutit.
Senator Hastings. You never heard that in Kansas?

Mr. Grosser. No, sir.

Senator Hastings. How far is Salina from Manhattan?

Mr. Grosser. Seventy five miles,

(Witness excused.)

TESTIMONY OF ALBERT B. CARNEY

ALsErT B. CarNey called as a witness, under oath, made the
following statement: .

The Cuairman. What is your full name?

Mr. Carnry. Albert B. Carney.

The Cuainman. Where do you live?

Mr. Carney. Wichita, Kans.

The CHairMaN. Go ahead, Mr. Rice.

Mr. Rice. Mr. Carpey, you were formerly the postmaster in
Kansas?

Mr. Carney. Concordia, Kans.; yes.

Mr. Rics. When were you appointed?

Mr. CarneYy. In 1915.

Mr. Rice. Upon whose recommendation were you appointed?

Mr. CarnNey. Guy Helvering.

Mr. Rice. You are not now a candidate for postmaster?

Mr. CarnEey. I am not.

Mr. Rice. You no longer live at Concordia?

Mr. CarnEy. I do not.

Mr. Rice. Did at any time prior to your appointment as post-
master, or at an time after your appointr_nenlg as postmaster, Guy
Helvering ever discuss with you any contribution to him, or ask of
you any contributions to him? In connection with your appointment
as postmaster?

Mr. Carney. He did not. _

Mr. Rice. Did you attend the postmasters’ convention while you
were postmaster?

Mr. Carngey. I did.

Mr. Rice. At any of those conventions did you hear any rumor or
story that he had asked any contribution from any other postmaster?

M);'. Carney. [ did not.

(Witness excused.)

TESTIMONY OF MIKE FREY

Mike Frey was called as a witness, under oath, and made the
following statement:

The CuairmaNn. Give the reporter your full name.
Mr. Frev. Mike Frey.

The CuairMan. Where do you live?

Mr. Frev. Junction City.

The Cuamrman. Junction City, Kans.?
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Mr. Frey. Yes, sir.

The CrairMaN. Proceed, Mr. Rice.

Mr. Rice. How long have you been a resident of Junction City?

Mr. Frev. Fifty-two years. -

Mr. Rice. You are acquainted with Mr. Helvering?

Mr. Frey. Yes, sir.

Mr. Rice. You were appointed to a post office out there on his
recommendation at that tune?

Mr. Frey. Yes, sir.

Mr., Rice. When was that?

Mr, Frey. 1915. .

Mr. Rice. At any time prior to your appointment, or after your

‘appointment did Mr. Helvering ever say anything to you or discuss

with you the matter of contributing any sum of money with relation
to ﬁmr appointment? .
r. FreY. No, sir. -

-Mr. Rice. You attended the postmasters’ conventions in that dis-
triét, did you? )

Mr. Frey. Yes, sir. ,

-Mr. Rice. Did you ever hear any rumors circulated, or any story
that he had ever asked any postmaster in that district to contribute
to him?

-Mr. Frey. No, sir.

Mr. Rice. You never heard anything of that sort?

Mr. Frey. No, sir.

(Witness excused.)

Senator HasTinGs. Aren’t we going to hear Mr. Helvering on this
point now?

The CrairMAN. Don’t you think it would be better to have Mr.
Edgecomb first?

nator CLARK. There are two separate matters involved here,

~and I think Mr. Hastings’ suggestion is that we clear up one at a

time.
Senator HasTiNgs. It may be that Mr. Helvering will want to reply

"to what Mr. Pratt will say, and Mr. Pratt isn’t here yet.

The CHAlRMAN. What service did we get on Mr. Pratt?
Mr. Jones. He evaded service, and he finally left yesterday morn-

ing. .
gl‘he CuairMaN. He is on his way here?
" Mr. Jongs. Yes.
Senator McApoo. I thought he was in the penitentiary?
‘Senator Crark. He is dn parole. :

TESTIMONY OF CLARK R. EDGECOMB

CrLark R. EpceEcoms was called as & witness and, under oath, made
the following statement:

'Senator Hastinags. Mr. Edgecomb, were you connected with the
Trapshooters Qil Co. in 1917 and 19187
. EpaecoMs. Yes, sir.
Senator HasTings. What position did you hold with that company?
Mr. EpaecomB. 1 was secretary-treasurer.,
' Senator HasTings. Do you remember that they sold the property?

s et
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Mr. Epacecomn. Yes, sir,

Senator CLark. About when was that, Mr. Edgecomb?

Mr. Epaecoms. 1 think it was about April, 1916.

Senator Hastings. Not 1916 was it?

Senator CLark. I would like Mr. Edgecomb to answer that ques-
tion. If the secretary-treasurer of this company does not remember
the year in which it was sold—he said 1916. f' would like to know
whether he wants to stand on that answer.

Mr. Epaecoms. No, sir; I believe it was in 1915 that we sold the
Trapshooters. There are no records of any kind to refresh my
memory here at all.

Senator Hastings. Do you remember making an affidavit to some
people representing the Internal Revenue Bureau that were out
there investigating that matter?

Mr. Epcecoms. Yes; I don’t remember it being an aflidavit, but
I remember two of them called on me shortly after we adjusted the
taxes.

Senator Hastings. In their report dated September 14, 1921,
they refer to an affidavit on page 10 of the report. They said—

With reference to settlement of the case of the Trapshooters Oil and Gas
Co., El Dorado, Kans., Mr. C. R. Edgecomb made aflidavit as follows:

I am going to read you a portion of this affidavit. :

Senator Kina. May I interrupt there. Did you say you did not
remember, or you did not'make an affidavit?

Mr. Epgecoss. I don’t recall making an affidavit. I know there
were two of those men, and one of them took down the conversation,
but I don’t remember that I signed any statement.

Senator Hastings. 1 am going to read you what I think the im-
portant parts of this affidavit for the purpose of refreshing your
recollection:

I was acting as secretary and treasurer of the Trapshooters Oil Co. at Eldorado,
Kans. We sold out in October 1918 for $50,000 and were practically defunct.
In the spring of 1918, Revenue Inspector Fred Stuckey, of Little Rock, Ark.,
checked our books from an income tax standpoint. When he finished he did not
advise me or anybody else as far as I know whether he had found any additional
tax. At the time the company quit business we laid aside the sum of $25,817.50
to take care of any taxes which might be found due. I never heard anything
more about taxes until in February 1920, I wrote the department at Washington,
D.C., to know why they did not arrange a settlement of our taxes. About 2
weeks later I received a letter from Mr. G. V. Newton, deputy commissioner, in
which he advised us that our taxes were $1562,218. Shortly after receiving this
letter I was called on the phone by Del Travis, a stockholder of the Trapshooters
Qil Co., and who is a great friend of Earle Brooks, who is connected with Wash-
ington, Henry & Co., public accountants, and stated that, this firm of accountants
was in a position to adjust our taxes on a fair basis; that they had gotten a good
settlement for the Slim Jim Oil Co. I went over to Wichita, Kans., and took the
bouks of the company and saw Mr. Washington. Earle Brooks and Washington
were there. I left the books with them aud while they were working on the
books Guy Helvering came down from Washington on the campaign speeches.

They wired me to come over and see him, but I did not go. Later Travis
phoned me and told me that they had made a deal with Washington, Henry &
Co. b{ which they paid them $2,600 retainer, which was raised by F. N. Luther,
Jr., vice president of the Trapshooters Co., Ed. O’Bryan and E. W. Arnold and
D. W. Travis on a personal note discounted at the First National Bank of Wichita,
and I agreed over the phone to stand my share of the note. Later Harry Wash-
ington wired me that he had a date with the Department in Washington, D.C.,
and wanted me to go along. At first I refused to go as 1 was not in favor of the
funds of the company being used in this manner. They insisted on my going
and I finally agreed to go if they, the oil company, would stand my expensos
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which they did. I went to Washington, D.C., accompanied by Harry Wash-
ington and my wife and we atogged at-the Washington Hotel. On,our arrival
there Sunday morning in April 1920, we were met at this hotel by Guy Helverin
who also had a room in this hotel. Harry Washington, Helvering and myae%f
had a conference in Helvering’s room in the hotel and almost immediately
Helvering put up the proposition that I would have to advance $10,000 to secure
& physical appraisal of the company’s property and that they had a man in New
York who was recognized as an authority by the Department who would sign the
necesaary affidavits., ) resented this proposition and told them I might look eas
but I could not be taken over like that. I finally made a written contract wit
‘Helvéring, a copy of which I have furnished agents Young and Nolan. The next
day I-was taken before a Mr. Powell in the Income Tax Department and had a
little hearing in which I was asked about the condition of the company and I
left for New York. About the 1st of June 1920, I received a letter from Mr.
Newton, deputy commissioner, stating our tax was $7,258.27. We made a final
gettlemeont throu%}l Washington, Henry & Co. as per receipt which 1 have de-
livered to agents Young and Nolan in which they received the difference between
the $25,817.50 and the $7,258.27 as their fee for services,

Immediately following the hearing held before Mr. Powell in the Commis-
sioner’s office in Washington, D.C., some time in April 1920, and while 1 was
walking along the streets of Washin ton, D.C., in company with Harty Wash-
ington, I stated to him that he shouldn’t take me for a fool; that I realized there
was gomething crooked about the demands made on me for $10,000 and other
amounts by him and Mr. Guy Helvering, and that he might as well tell me the

- whole truth about their scheme instead :of -trying to hoodwink me. To this

Mr. Washington only answered, ‘Forget. it, I don’t care what you think of me
personally, the matter is all settled now”, or words to that effect. ,

I desire to show you what purports to be a copy of a contract dated
April 7, 1920, Eldorado, Kans., signed Trapshooters Qil & Gas Co.,
by C. Ii, Edgecomb, and room for three other signatures, and under
it marked ‘Directors, party of the first part: Guy T. Helvering,
party of the second part.”

.Senator CLARk. Senator, do I understand that contract is dated
April 7?2

Senator Hastings. Yes.

Senator CLARk. You read in the record the other day the letter
was dated April 7, which you assumed was sent by Mr. Edgecomb, but
the contract was dated March 22.

Senator HasTinas. That is correct. The letter is dated April 7
and in the letter is what purports to be a copy of the contract. I will

read the letter:
Evporano, Kans., April 7, 1920.

Gentuenen: The Government notified us that our income taxes for 1917, had
been adjusted to a basis of $152,216, and were setting time and place for payment.
- Ii{mmediately called the directors together, and some of the directors "vere con-
vinoed that the Government’s threat that they could collect all or any part of

- this amount, from any one person who were worth it, was correct, and as we only

have $25,317.50, with which to pﬁ this, has caused considerable anxiety.

We then called Washington & Henry, of Wichita, Kans., income-tax attorneys:
and made a deal paying them $2,600, which five of us borrowed from the bank,
and signed a contract to pay them $2,500 more, for which they were to adjust
the taxes; but in the event the final settlement was less than $25,817.50, we were
to-get back 50 per cent of any amount under that figure; however four of this
: -“&0 fee contracted for we had no written agreement of settlement down to the

ramount we had. )

ny ‘It Wad necessary for someone to go to Washington with these gentlemen, and
-fmiipiiiately on my arrival there I was informed that they could not act under
out Géhtract, as it was neceasary to u{ some engineer whose name was not men-
ﬁoﬁbd,“,olfN'erw York City, the sum of 310,000 for his signature to a valuation

..eatimatd on our property before any wells were brought in, and I then made the
following contract: : B
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CONTRACT

This agreement made and entered into the 22d day of March 1920, by and
between the Trapshooters Oil & Gas Co., of Wichita, Kans., party of the first
part, (tlmd ?uy T. Helvering of Washington, District of Columbia, party of the
second part,

Witnesseth: For and in consideration of the sum of $25,000, the receipt of
which is hereby acknowledged, paid by the party of the first part to the party
of the second part herein and the further payment of an amount equal to the
amount by which the tax finally asscssed against the Trapshooters Oil & Gas Co,
is less than the sum of $25,817.50, which sum is now in the treasury of the said
oil company and held for the payment of taxes for the tax year of 1917, the party
of the second part herein agrees to present a claim for the reduction of the tax
which has been assessed against the party of the first part for the year 1917 and
introduce all evidence and testimony necessary and argue the same to a final
determination.

It is understood and agreed that in case the amount finally assessed is less than
the sum of $25,817.50, then and in that case the party of the first part is to retain
50 percent of any reductior made up to a reduction equal to $3,000 below the
sum above set out.

It is further understood and agreed that the amount payable under this
contract is due and will be paid by the treasurer of the first part at the timne the
final assessment is made by the '

Treasury Department.

Then there appears what I read a moment ago, *“Trapshooters
Oil & Gas Co., by C. R. Edgecomb” and so on.

Then, the letter continues:

I objected in strong language to become a party to any such graft and in the
way I have drawn up this contract, we should get 81,500 back if final is $3,000
below $25,817.50, which I am positive it will be, and the interest accrued on the
money we have had on deposit, should make the other thousand dollais necessury
to pay back the $2,600 borrow, and as I have eliminated the second $2,500 the
taxes should be adjusted at no cost to us and allow them quite a fee, if adjusted.

1 firmly believe that they were well aware that adjustment was going to be
made on a basis of $15,000 which would have netted the same results to us as the
above contract but not satisfactory to them as the graft was insufficient.

Yours very truly,
TrapsuooTers O1. & Gas Co.
C. R. EpaecowmB.

Now, Mr. Edgecomb, I would like to ask you if those papers which
I have read refresh ;our recollection, and whether you remember
anﬁhmg about them ) )

r. Epaecoms. Yes; I believe our first well was brought in in
March 1917, and we soid out.

Senator Cuark. When was that, Mr. Edgecomb?

Mr. Epcecoms. In March 1917 was our first well, and we sold out—
I can’t remember the date—not so very long after that. We sold a
half interest to the Eurkea Oil Co. ) )

Senator Hastings, Do you remember setting aside the $25,817.507

Mr. Epcecoms. Yes. You see, we first hired Mr. Malloy in
Hutchison, and he employed some income tax men, and they were the
ones that gave us the figure that would be necessary to pay our income
tax.

Senator Hastings. Who were those people?

Mr. EpcecomB. We had two sets of attorneys, we had Holmes,
Yanke & Holmes in Wichita, and Mr. Malloy both consulting, so as
to arrive at our correct income-tax figures. .

Senator Hastings., Do you remember setting aside $25,817.50?

Mr. Epcecomn. Yes, sir; at 4 percent interest. It was really more
than that at the final settlement.
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" Senator HasTiNgs. You degoaiwd this, and at the final settlement
it was more money than that

Mr. Epcecoms. Yes, sir.

Senator HasTiNGs. Do you remember coming to Washington?

Mr. Epgrcoms. Oh, yes.

Senator Hasminas. Did you know Harry Washington?

Mr. Epcecoms. Never until this came up; no.

Senator Hastings. Did you and your wife come here as this affi-
davit says, with Washington?

Mr. EpgeEcomB. Yes,

. Senator Hastings. Had you ever met Mr. Helvering up to that
time.
,  Mr. Epcecoms. No; not until I arrived here.
" Senator Hastings. Did you meet him here?
Mr. EpgecomB. Yes.
Senator Hastings. At what hotel?
. Mr. Epaecoms. The Washington Hotel.
- Senator Hastings. Do you remember what day of the week it was?

Mr. Epgecome. Sunday.

Senator HasTinGs. Did‘7 you have a conference with Mr. Helvering
and Mr. Washington?

Mr. Epcecoms. Yes, sir.

Senator CLARK. When was that?

Mr. Epcecoms. Sunday morning.

Senator CLark. What time of the year?

Mr. Epcecoms. It was in the spring of the yeasr,

Senator CLark. Do you remember what month it was?

Mr. Evcecoms. No; I would hate to say.

Senator Crark. Refreshing your memory from your aflidavit,
whi;:h says it was in April, do you recollect whether that is true or
not

Mr. Epcecoms. I think it was in April. It is hard for me to re-
member. It is 15 years ago.

Senator Hastings. Do you remember distinctly what happened
when you had that conference?

. Mr. EpceEcoMB. Yes, sir. You see I was not in on the Wichita
conference, and I just came down here on account of keeping the books
and all. They sent me down here to go over it with the Departinent,
80 when we got in the room they said, in order to get—you sce the

uestion was depletion, and by that time you could almost determine
the depletion of that lease on account of the water intrusion. They

‘'said in order to get a fair depletion that we should employ this en-

-ginesr in Washington, which would cost $10,000.

.Senator CLarx. This engineer in Washington?
»1gM¥i Epeecoms. Yes; and I said I wouldn’t have anything to do
With that, that whatever money we had we were going to give it to
‘the (overnment. If we were going to have to raise some monecy
.waswould raise it for taxes, if we had to pay it, and I was going home
-thiat pight, 1 was throxﬁh; .
" 8édator Hastings. Mr. Edgecomb, in this supposed affidavit you
mddé, you said—I will'read from it: .

Harry -Washington, Helvering, and myself had a conference in Helvering's
room in the hotel, and almost fmmediately Helvering put up the proposition that
we have to advance $10,000 to secure a physical appraisal of the company’s
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proFerty, and that they had a man in New York who was recognized as an
authority by the Department who would sign the necessary affidavit.

lM_r. Epcecoms. That is what it was for, not an appraisal, a de-
pletion.

Senator CLark. Do you know whether it was an engineer in New
York or an engineer in Washington?

Mr. Epcecoms. They said New York.

Senator CrLark. Why did you say a moment ago it was in Wash-
ington?

Ar. Epcecoms. 1 didn’t say Washington.
Senator CLARK. You not only testified to it, but when I called
our attention to it you repeated it 5 minutes ago. Was it Wash-
ington or New York?
C r. EpcecomB. The engineer was supposed to be in New York
ity.

SZnator Crark. Did they tell you who the engineer was?

Mr. EogecomB. No.

Senator HasTiNgs. A moment ago when you said Washington—---

Mr. Epgecomn. That was just

Senator Hastings. That was a mistake.

Mr. Epcecoms. Yes, sir.

Senator Hastings. They told you he was in New York?

Mr. Epcecoms. In New York City.

Senator Hastings. In your letter dated April 7, where you said
that they told you at the time it was necessary llor some one (0 come to
Washington “with these gentlemen, and immediately on my arrival
there I was informed that they could not act under our contract as it.
was necessary to pay some engineer whose name was not mentioned,
in New York City, the sum of $10,000 for his signature to a valuation
estimate on our property before any wells were brought in, “and so
on, did they exhibit a contract that had been made by the contractors
out in Kansas at that time?

Mr. Epgecoms. No; but I knew of it. I didn’t see that.

Senator Hastings. You knew of it.

Mr. EpgeEcoms. Yes.

Senator HasTings. You say here that they told you at that time
that that contract would not do. Just answer the question, do you
remember anything definitely about it?

Mr. Epgecoms. Yes; I remember them saying it would not work
that way.

Senator Hastings. T have read you from your letter of April 7,
in which you undertake to set out a contract. I might say to you
that the original contract is not in the files. Do you recall that as
being the contract which you signed with them, the one of April 77

Senator CLark. The one of March 22.

Senator HastiNgs. Pardon me, the one that is contained in your
letter of April 7.

. Mr. Eneecoms. This is the contract that I made here in Washing-
ton. This sounds like the contract. I haven’t any copy or any-
thing else. :

Senator Hastings. From your recollection will you state what you
recall that contract to be?

Mr. EpeecomB. They were to settle this thing and get all they saved
except the amount we were to pay, the $2,500 we had advanced back
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: there. That was the sum and substance, and if they didn’t get it
adjusted for that, that is all they were to get.

-Senator HastiNgs. You were to get enough back to Pay————w
o Mr. Epcecoms. What we had already paid, and if they could not
f : : ‘!alrlijust it to that point, that is all they got, just what we paid back

, -~ there. : .

: 5 ‘Senator HastinNgs. In other words, you didn’t have to put up any
-faore money? - '

©" Mr. Epcecoms. No more money.
Senator HasTiNgs. And the contract, as you recollect it, that you
made, was that you were to get enough back to pay back the note.
Mr. Epcrcoms. And they would keop all the rest themselves, no
matter what it was. )
Senator HasTings. And there was some considerable interest nc-
cumulated in the meantime?
: Mr. Epcecoms. But we d}dn’t. know how much that was.
a4 Senator Hastings. You didn’t know how much that was. Do you
remember this conversation that you had with Washington, which is
contained in this affidavit:

Immediately followin%the hearing held before Mr. Powell in the commissioner’s
office in Washington, D.C,, some time in April 1920, and while I was walking along
the atreets of Washington in company with Harry Washington I stated t¢ him
that he should not take me for a fool, that I realized there was something crooked
about the demands made on me for $10,000 and other amounts by him and Guy

Helvering, and that he might as well tell me the whole truth about their scheme,
instead of trying to hoodwink me.

To this Mr. Washington only answered:

‘ Foxget it, I don’t care what you think of me personally. 7The matter is all
“pettled now; or words to that effect.

Do you remember that conversation at that time?

Mr. Epciecoms. I do not; no.

Senator HasTings. You do not remember that now?

Mr. Encecomn. No, sir.

Senator Hastings. That doesn’t refresh you recollection?

Mr. Epcecomn. No; not a bit.

Senator Hastings. That is all, Mr. Chairman, I have to ask.

The CHaIlRMAN. Any questions of the witness?

Senator CLarg. Mr. Edgecomb, do you remember making this
statement when you were talking to the inspector, or in connection
with this affidavit—Senator Hastings says it is an aflidavit, and you
.don’t recall making an affidavit—do you remember signing a statement
‘of some sort for the post-oftice inspector?

Mr. EpGEcomMB. I\?o ; I do not.

. Senator CLARk. Do you remember talking to the post-office
‘ inspector?

Mr. EpcecomB. Yes; two of them, and one of them was taking
down what I said.

Senator CLark, After he wrote the statement, didn’t he ask you
to sign it?

Mr. Eparcoms. No; I don’t remember that he did.

Senator CLark. I said post-office inspector a moment ago; I meant
intelligence department inspector.

. Mr. Epaecoms. Idon’t believe I ever signed a statement; no, sir.
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Senator CLarRk. Do you remember .about. when that statement
was made, when you had this talk with these intelligence ofticers?

Mr. Epaecoms. Idon’t believe it was over 3 weeks after the settle-
ment was made.

Senator CLArRK. You don’t believe it was over 3 weeks after the
settlement of the case was made that you talked to the intelligence
officers?

Mr. Epcecomn. The way I remember it, this thing came out in the
Wichita papers. 1 don’t know how. It was not over a week after
that that they came down to see me.

Senator Crark. Mr. Edgeconib, you said about three weeks after
the settlement, you had this talk with two representatives of the
Treasury Department, in which you stated that this visit of vours
to Washington, where you saw lelvering for the first time, was in
April.  Nevertheless, it appears now in the letter which Senator
Hastings put in the record, that you say you signed, you entered into
the final contract with Mr. Helvering on the 224 of Muarch. Cun
you explain that discrepancy?

Mr. %DGECOMB. Well, at this time I made that final contract with
Mr. Helvering, I don’t believe——

Senator CLark. You said in your letter which you have just iden-
tified, which Senator Hastings read, that that contract was dated the
22d of March.

Mr. Epcecoms. Isn’t this letter to

Senator Hastings. That is all that we have. As you read the
first part of the letter, it looks like the report you are makine to yvour
directors.

Mr. EpcecomB. It is. It is a report I made when I got back from
Washington.

Senator Hastings. The date of that contract is probablye the date
you were in Washington and had this conference.

Mr. EpcecoMe, The date of the contract is.

Senator Hasrings. That is the proper date, isn’t it?

Mr. Epcecoms. That is the proper date, and this is the date that
I made the report after I returned to Kansas.

Senator CLark. Now, Mr. Edgecomb, I would like to have you
tell us about this conversation in that hotel room. You say that the
first tiine you ever saw Helvering?

Mr. EpgecomB, 1 had never seen him,

Senator Crark. That is the first time.

Mr. EpgecomB. The other directors had seen him.

Senator CLark, What happened when you went in the room?
You were introduced by Mr. Washington?

Mr. Epcecoms. Yes.

Senator CLark. And I understand that out of a clear sky Helvering
said, “You will have to put up $10,000.”

Mr. Epcecoms. I suppose we talked a few minutes. )

Senator CLARK. What was said in the conversation before he said
that? What was the nature of your conversation?

Mr. Epcecom. Well, one thing I remember—I1 don’t know when
I said it—but I asked if there was any assurance that the case could
not be reopened after it was adjusted.

Senator CLark. Was that the start of a conversation? There must
have been some beginning to that conversation when you went in the
room. How was the subject opened up?




(IR P

B R

a—r

P T R - e
I A V37, X

Rl o o o

L

114 NOMINATION OF GUY T. HELVERING

Mr. Epgecoms. Well, I can’t tell you that. All I know, the first
thing that came up on the tax itself was that we could not get it
adjusted under the original contract, that we would have to employ
this engineer for a depletion curve.

Senator CLARK. at did they say to you about the engineer?

" Mr. EpcecomB. They said that he had been very successful in his
adjustments with the gepartment.

enator CLArk. Did they tell you his name?

Mr. Epgecoms. No.

Senator CLark. Did they tell vou what they wanted him to do?
Mr. EpcecomB. Yes; he was to finish out this depletion curve.
YSti(n?ator Crark. But you remember distinetly he lived in New

ork?

Mr. Epcecoms. Thkat is what they told me. He was a New York
engineer.

Senator CLark. Then, what happened after this remark was made
about the $10,000 for the engineer?

Mr. Epcecoms. Well, I told them I was not willing to spend the
money that way, that I was ready to go home.

Senator CLark. What did they say then?

- Mr. EpcecomB. They said, ‘“ Well, that was the only way they could
got it”’, and I said, “Well, gentlemen, there is one way we can scttlo
this, and that is if you fellows think you can get it adjusted, you can
have all you can save. We want somebody to get this money. We

. don’t want to pay any money out that way. If you can have it done,

all right”’, and they asked me if I had any authority to sign any such
thing as that, and, of course, we were not a corporation then, we had
disbanded for a couple of years. I said, “Well, there wasn’t any
authority, only I was the only one that could sign a check.”” That is
the way it was. The money was left in the bank for that purpose, for
me to sign a check to close it with,
Senator CLark. When was this contract signed with reference to
Yyour conversation on Sunday morning?
Mr. Epcecoms. Signed right there in the room.
Senator Crark. Did they have a contract with them?
Mr. Epcecoms. No; we wrote it out on a piece of paper.
Senator CLark. Who wrote the contract?
Mr. Epcecoms. Harry Washington wrote it, but Mr. Helvering
and all three of us figured out the details.
Senator CLanrk. You demanded the return of your $2,500 that had
been paid previously?
" Mr. EpgecoMs. glot unless they saved it.
Senator CLARK. I mean, you demanded it out of their fee?
Mr. Epgecoms. Yes.
-Senator Byrp. Is that contract in existence now?
Mr. Epgecoms. I never had a copy of it. We just wrote it on
one piece of paper.
:Benator CLARK. Mr. Edgecomb, you say in your letter of April 7:
1 firmly believe that they were well aware that that adjustment was going to
bE made on the basis of $15,000.
‘ What led you to make that statement?
.Mr. Epcgecons, I don’t remember the details now. It was 13
years ago.
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Senator CLArk. Did anybody tell you it was going to be settled
on the basis of $15,000.

Mr. EpcgecomB. No.

Senator CLARK. What led you to believe that? How did you
happen to fix that figure in your mind?

r. EpcecomB. Just because we had $25,000, and the $10,000
was for the engineer.

Senator CLArk. In other words, you just subtracted that $10,000
from the $25,000 that you had and self-justified on that basis of
reasoning, in writing out in the letter that you firmly believed that
they knew this adjustment was going to be made on the basis of
$15,000.

Mr. Epcecoms. This was only to our directors.

Senator Crark. I understand, but you felt justified in making
that statement, just on the subtraction of the $10,000 from the $25,000
you had sot aside.

Mr. Epcecoms. 1 believe that is all.

Senator Hastings. Mr. Edgecomb, I show you what purports to
be the corporation income tax from the Trapshooter’s Qil Co. for the
calendar year 1917, showing the total tax assessable of $25,817.50,
with your name signed to it as treasurer.

Mr. EpGgecomB. Yes, sir.

Senator Hastings. I ask you whether or not that is yvour name?

Mr. Epgecoms. Yes, sir.

Senator HastTiNgs. And whether or not that is the name of Mr.
Riley?

Mr. Epcecoms. Yes, sir; that is my signature.

Senator HasTings. And at the time you made that tax return, you
were perfectly willing to give to the Government the whole amount
of $25,817.507

Mr. Encecoms. I gave these same gentlemen that took this state-
ment a copy of the letter, a registered letter, that T wrote to Mr.
Powell, of the Department, explaining to him that this is all the money
we had, as the same time I gave this.

Senator Hastings. And that the company was willing to give that
to the Government.

Mr. Epcrecome. Wanted to give it to it, and that is all the money
there was.

Senator Crark. Mr. Edgecomb, I notice in this statement, or afli-
davit, as the case may be, that you state that you had first refused to
go to Washington, when Harry Washington requested you to, because
you did not Delieve in spend}i,\ the funds of the company in that
manner. You later did go to %Vashington; and not only that, but
brought your wife with you.

Mr. Epcecoms. Yes; but the boys paid it. It didn’t come out of
the bank. They didn’t use a cent of that money, not s nickel of it.

Senator CLArRK. But they were company funds, weren’t they?

Mr. Epcgecoms. No, sir. The company was disbanded. Mr.
Luther and Mr. Travis and Mr. Arnold, we all put up $600 for me to
come down here. Not a nickel of the company’s money was used.

The CuairmMan. Mr. Edgecomb, did it impress you as very import-
ant whether or not this engineer to which you all referred at the
Washington hotel lived in New York or lived in Washington? It
didn’t make any difference where he lived, did it?
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Mr. Epcecowms. I didn’t care where he lived. -

The CuairMaNn. You just knew you were talking abdut an engineer.

Mr. Epcecoms. That would be paid $10,000.

The Cuairman, And your recollection is they said he was in New
York. Is it possible that vou were mistaken as to whether it was

New York or Washington?

Mr. Epcecoms. Very probably, but the New York and the $10,000
made quite an impression on me. ‘

The CuHamrMmaNn. I see. Your recollection is it was New York.
That is right, is 1t?

Mr. Epcecoms. Yes, sir.

Senator CrLark. You thought that the $10,000 engineer ought to
live in New York.

Mr. Encecoms. Yes; I think he should.

. Senator MercarLr. Who were the men you met here at the Wash-
ington hotel?

Ar. Epcecoms. I came with Mr. Washington, and we met Mr.
Helvering.

nator METcaLr, Who is Mr. Washington?

Mr. Epcecoms. He is of an income tax and auditing firm-—they
were then—of Washington and Henry, at Wichita, Kans.

Senator MEercaLr. He was a Kansas man?

Mr. Epcecoms. Yes, sir; from Wichita,

Senator MercaLr. Mr. Helvering-——was he a lawyer at that time?

Mr. Epcecoms. Was he a lawyer? I don’t know anything about
Mr. Helvering. That is the only time I ever saw him.

Senator MercaLr. Was he a Nember of Congress at that time?

‘Mr. Epceconms. I don’t think so.

Senator MercaLF. He was connected with this company. How
did he get into the picture?

Mr. Epcecoms. Washington, Henry, & Co. must have brought him
in. I didn’t know him at all.

Senator MErcaLr. He was not a lawyer and he was not a Member
of Congress.

Mr. Epgecoms. No, sir; I don’t belive so.

Senator ConnaLLY. Mr. Edgecomb, Senator Hastings read you
something there from your letter in which you said, when they pro-
posed this $10,000 for an engineer, you tol(Y him you were not going
to spend money for any graft of that kind. Do you recall that?

r. EncecoMs. What I really said was, “I may look like a hay-
seed, but I am not.”
+-Senator ConnaLLY. I see, a haysced. You did, however, go on

‘dftér that to discuss that engineer. He must have gotten out of the
.picture.

1"Mr. Epaecomp. I'refused to have anything to do with it. right there.
That wasn’t discussed but a very few minutes.

- Senator CoNNALLY. You discussed that, and after that you sent on
entered into thi¥ contract.

could pay anybody: they wanted to. i ¢

.. Benator CoNNALLY. S0 that the engineer incident did not have any
éfféct on your final ¢ofitract? You did make a contract which you
were willing to makeé.: * You didn’t make it under any duress, or any
undue influence. You made this contract willingly,’with the lights

———
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all before you, and you were willing they should take the $25,500, or
whatever 1t was, and get all they could save below that amount,
except repaying you the $2,500.

Mr. EpcecomB. Which we had already paid for their fee.

Senator ConNaLLY. You were willing to make that contract, or
you wouldn’t have made it?

Mr. EpcecomB. Yes.

Senator ConNALLY. Do you claim now, or have you ut any time
claimed that that contract was obtained from you by uny fraudulent.
proceeding, or any misleading information, or anything of that kind?

Mr. Epcecoms. No, sir.

Senator CoNNaLLY. So the engineer incident is just part of u con-
versation and had no real connection with your final contract, did it?

Mr. Encecoms. No.

Senator CoNNALLY. So you didn’t care whether they gave the
$10,000 to the engineer in New York, or Washington, or whether they
put it in their own pocket, if they saved you all taxes above the
$25,000. That was their lookout?

Mr. Epcrcoms. If they adjusted the taxes for anything less than
the amount we had, that was theirs.

Senator ConNALLY. And you were willing to agree to that?

Mr. Evcecoms. That was their fee for foing that.

Senator ConNaLLY. You were willing to pay that and were satis-
fied, and you are not now complaining.

Mr. EpcecomB. Yes; but we had no assurance, when they men-
tioned the $10,000, that we would not have to pay the $10,000, and
something more besides.

Senator CoNNaLLY. But when you made the contract, thut was
eliminated, of course.

Mr. Epcecoms. That was one reason for that. That was the only
place that the engineer und the $10,000 would enter into it. There
was nothing to say I wouldn’t have to pay the $10,000 and something
else. That is the reason 1 said whatever money I had I wanted to
save for the directors.

Senator ConnaLLy. Was that the first time you had ever scen Mr.
Helvering?

Mr. Epcecoms. Yes, sir.

Senator ConnaLLy. When did you next see him?

Mr. Evcecoms. I have never sten him since.

Senator ConnarLLy. Did you have any conference with him in
Wichita in the office of Washington, Henry & Co., at any time?

Mr. Epcecoms. No; I was not in that conference at all.  That was
with the other directors. I wus not there.

Sentor ConNaLLY. But the other directors were there?

Mr. EpcecomB. They called me up and asked me if I would find
this note, and I told them I would.

Senator ConNaLLY. Have you at any time made any complaint, or
do you make any complaint now that Mr. Helvering did anything
that was wrong, or crooked, or fraudulent, in connection with the
settlement of the taxes in that case? '

‘Mr. Epgecoms. I don’t see anything crooked about it.

Senator ConNALLY. Yes, 1 say, you haven’t made any complaint
that there was anyting fraudulent or wrongful?

Mr. Epcecomn. Noj; it is just like you are hiring a lawyer.



.|

118 NOMINATION OF GUY T. HELVERING

The CuairmMaN. You know nothing in this transaction that reflects
on Mr. Helvering? .

Mr. EpgecomB. No. If you can hire an atiorney and he can do
the job for you, all right. I have paid $25,000 attorney’s fees where
he did not look as if he was earning it, but he did the work.

Senator CLarRk. Your only complaint was the suggestion that the
former stockholders of the company put up no more money.

- Mr. EpaecoMs. That is all.

.- Senator CLArk. You state in your letter that what you were inter-
‘ested in was getting the tax adjusted with no cost to you.

Mr. EpgecomB. That is all.

: Senator CLARK. And instead of paying a flat fee of $10,000, %rou
g;ef?)xggd to pay a contingent fee of all they could settle for below

5,000.

Mr. Epacecoms. That is all; and I don’t see any difference between
that and hiring a good lawyer to get results.

Senator ConnaLLy. What you wanted was results, and you got
them, and they are satisfactory.

Senator BaiLey. The $10,000 proposition, as made in that room,
was made with a $162,000 tax liability hanging over you.

Senator HastinNgs. $152,000.

Mr. EpcecoMB. Yes, sir.

Senator BaiLey. Was anything said to ‘;rou at that time indicating
that that could be reduced below $25,0007

Mr. Epcgecoms. No; I don’t believe so.

. Senator BaiLey. I just wanted to know if that was the fact.
Nothing being said, you rejected the proposition of $10,000. Right?

Mr. EpGecoms. 1};33, sir.

Senator BaiLey. Then, the second proposition was made.

Senator Cr.ark. Made by Mr. Edgecomb.

Mr. EpgecomB. I made that myself.

Senator BaiLey. You made the proposition that all they saved
under the $25,000, admitted liability by yourselves, might go to them.

Mr. Epcecoms. Plus the accrued interest.

- Senator BaiLey. Is that right?

Mr. Epcecoms. Yes, sir.

Senator BaiLey. That was your proposition?

Mr. Epcecoms. Yes, sir.

Senator BaiLey. And that was reduced to writing?

1« Mr. EpgecomB. Yes, sir.

Senator BamLey. All right.

-«. Now, what opportunities had Mr. Henry, or Mr. Washington, or
Mr. Helvering, if you know, what opportunities had they had to
ascertain the tax liability of your corporation or your tpnrtncrship?

- Mr. Encecoms. They had checked all the books of the company
and had worked quite a bit on this depletion curve. That is, Wash-
'initg)n and Henry had.

... Senator Baiuey. Washington and Henry had?
- » Mr. Epgecoms. Yes. ]

Senator Ban.ey. How long had they been working on that?

b Mr. Epaecoms. I would say about two weeks before we came down
Jhere.

" Senator BaiLey. Had they been over in your country, or had they
done or had they been doing that here?
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Mr. Epaecoms. They took the records up to Wichita.

Senator BaiLey. Had they had an engineer over at your oil wells?

Mr. Epgecoms. No; I think they had one in their own office.

Senator BaiLey. Had they sent them up there?

Mr. EpgecomB. No. Just took it from my records. A depletion
curve is figured mostly from your production records, anyway.

Senator BAaiLEy. And they readily agreed to the proposition that
they could have all that they saved under the $25,000?

Mr. EpceEcomB. Yes; they did.

Senator BaiLey. How long were they in coming to that agreement,
after you rejected the first one?

Mr. Epcecoms. Twenty minutes.

Senator BaiLey. How long? - ;

Mr. Encecoms. I don’t think over 20 minutes—a very shor( time,
I don’t belicve we were over an hour arid a half in the conference.

Senator HasTings. As a matter of fact, the thing that shocked you,
as I gather from your testimony, is that your associates had made a
contract in Kansas whereby tf;ey were to put up $2,500, and on
certain conditions they were to put up another $2,500, and when
you came here, Washington and Helvering advised you that they
would not work under that contract; it would be necessary for you
to put up $10,000 new money.

Mr. EpcrcoMs. Yes; that is true.

Senator Hastings. That is the thing that disturbed you, isn’t it?

Mr. Epcrcoms. Disturbed me, and I said I wouldn’t do that. 1
would give them all that they could save.

Senator George. Mr. Edgecomb, on that same trip here, you did
appear before the Income Tax Unit.

Mr. Epgecoms. The next day.

Senator GEorGE. And had a hearing.

Mr. EpGgecomMs. Before Mr. Powell.

Senator George. Mr. Helvering represented you at that time?

Mr. Epcrcoms. No, Mr. Helvering was not even there.

Senator Grorae. He was not there at the time?

Mr. EpcecomB. No. Mr. Harry Washington and I went over.

Senator Hasrings. Helvering didn’t go?

Mr. Epcecoms. No.

Senator Georae. How long before the tax was finally adjusted, do
yeou recall?

Mr. Epaecoms. I went down to New York, and I think I spent 4
days there, and when I got back to Wichita I had the notice. It was
there when I got there.

The CHaixMaN. Any questions, Mr. Rice?

Senator ConnaLLy. One other question. You got your $2,500
back, did you, on final settlement?

Mr. Epcecoms. We just deducted that from the final ettlement,
and gave them a check in full for the full amount, and they paid the
income tax.

Senator ConnNaLLY. In other words, you took $2,500 off from the
$25,000 and sent them a check for the balance.

Mr. Eparcoms. Gave it to Mr. Washington.

Senator ConnALLY. You got everything you contracted for under
your contract?

Mr. Epgrcoms. Yes, sir,
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The Cuairman. Mr. Rice.

Mr. Rice. You say this contract was made in the room at the
hotel, written out by Mr. Washington?

Mr. EpgecoMB. Yes.

Mr. Rice. He didn’t give you a copy of it?

Mr. Epcecoms. No.

Mr. Rice. You never had a copy of it?

Mr. Epaecoms. There never was but one made.
| Mr'.? Rice. Where did you get the contract you wrote out in the
etter?

Mr. Epcecoms. That was just from memory it was written,

Senator CLark. Do you mean to say, Mr. Edgecomb—-—

Mr. Rice. As a matter of fact, Mr. Edgecomb, this contract was
made with the directors in Wichita, and Mr. Helvering signed the
contract and left it there, and you got it later from the directors
and signed it. Isn’t that what really happened?

Mr. Epcecosms. Not the contract I made in Washington; no, sir.

Mr. Rice. Will you look at that contract in your letter and say
that was written from memory?

Mr. Epcecoms. It sure doesn’t look like it.

Mr. Rice. I didn’t get your answer.

Mr. EncecomB. Itsure doesn’t look likeit. Idon’t ever remember
seeing that contract.

Mr. Rice. You mean this contract in the letter which Senator
Hastings produced?

Mr. Epcecoms. Except I know and recall distinctly we wrote that
right there in the hotel, on the paper right there in the hotel.

Senator Hastings. But this does state the substance of it?

Mr. Epcecoms. Oh, yes; that is the contract.

Senator CrLark. This is the substance of the contract you made?

Mr. EpGgecoms. Yes.

Senator BAiLEY. And that is the way the settlement was made?

Mr. Epcecomb. That is the way the settlement was made, and I
must have had a copy of the contract to have written it like that.

Mr. Rice. In your first statement you made to the Bureau, you
said it was about the 1st of June you received a lotter from Mr. New-
ton, Deputy Commissioner, stating your tax was $7,000 odd. Your
recollection at that time was you got that statement about the 1st of
June. You now say it was about 3 or 4 days after you got back from
your trg), after the 7th of April. Which is correct?

. Mr. Enpeecoms. Well, you are asking me to remember a long ways
back. I know we got the card before I got back, but I may have gone

- on another trip in there. But I was away from the town when we got

the card. ) )
Senator Crark. Was your recollection clearer in 1921, when you

.made this statiement, than it is now?
. Mr. Epgecoms. In 1921? Of course.

Senator CLark. That seems to indicate you got it about the 1st of

.June, instead of late in March.

Mr. Epercoms. My recollection was bound to be clearer then,
because those gentlemen came in there shortly after this was pub-

Jished in the Wichita papers, when it was all a great deal fresher in my

memory, and everything that I did. I gave those gentlemen every
scrap of paper J had. They asked for everything 1 had, and asked
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if I was sure that was all the evidence or papers 1 had on this case.
We haven’t any books even.

Mr. Rice. Mr. Edgecomb, this matter, after its presentation here
the 1st of April, went through the regular routine of Lcarings, and you
- got your result in about 60 days, isn't that correct. About the Ist
of June?

Mr. EncecoMB  Yes; it must have been.

The CHarMaN. Any other questions?

Senator ConnNaLLy. Now, Mr. Edgecomb, this contract that
appears here in your purported letter of April 7, purports to be signed
by the Trapshooter’s Gas & Oil Co., by C. R. g']dgo(:mnh, and then
you draw three lines here for signatures, and under that is ** Directors,
party of the first part.” If you signed the contract there that day,
there would have been no occasion for you to have left these three
blank lines for the directors to sign. How does that occur?

Mr. Epncrcoms. They asked me that day if T had any authority
to sign, and I told them there really wasn’t any directors of the com-
pany. There were what had previously been directors. We had
been out of business for a couple of years. 1 told them that 1 was
the only one that could sign a check, so T was the only one that signed
the contract that day.

Senator ConNaALLY. You say here you get back $2,500.  You have
in the contract this clause:

It is understood and agreed that in case the amount finally assessed is less than
the sum of $25,817.50, then and in that case, the party of the first part is to
retain 50 percent of any reduction made up to a reduction equal to $3,000 helow
the sum above set out.

You would get back under that $1,500, wouldn’t you?

Mr, Epgecoms. How is that, now?

Senator ConNaLLy. You say:

It is understood and agreed that in casc the amount finally assessed is less than
the sum of $25,817.50, then and in that case, the party of the first part is to retain
50 percent of any reduction made up to a reduction equal to $3,000 below the
sum above set out.

What I am getting at is you were only getting back $1,500, but you
had $1,000 accrued interest, didn’t you?

Mr. EpcecomB. We had a little more than that.

Senator ConNaLLY. In other words, this $1,500 and your $1,000
accrued interest is where you were going to get vour $2,500 back.
Is that it?

Mr. Epcecoms. Well, that is the $2,500 we had paid out.

Senator ConNnaLLy. That was the way you arrived at the $2.500;
is that correct?

Mr. Epacecoms. Yes, sir.

Senator ConnaLLy. This letter you wrote was written back in
El Dorado, wasn't it?

Mr. EpGcecoms. April 7.

Senator ConnaLLy. That was written to your supposed directors,
wasn't it?

Mr. Epcecoms. Yes, sir. T only sent that to four or five of them.

Senator ConNALLY. You were reporting to them as to your trip
here to Washington, and the contract which you made?

-Mr. EpcecoMs. Yes, sir.
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Senator ConNaLLY. You now say you must have had a copy of the
contract?

Mr. Epcecoms. I must have, to have written it like that.

Senator ConnNaLLY. In other words, if you were writing it purely
from memory, Kou wouldn’t undertake to set up the language of the
contract, and the paragraph.

Mr. Epakecoms. No.

Senator ConNaLLY. You would simply say “I made a contract
which provided that I was to receive the $2,500 back and they were
to have all they saved under $25,000.” That is what you would
have said if you had been describing it; is that right?

Mr. EpgecomB. It must have been, yes.

Senator ConNaLLY. So you must have had a copy of this contract,
which Mr. Helvering gave you here in Washington, is that correct?

Mr. EpgecoMs. It must have been; yes, sir.

Senator CrLark. Now, Senator Hastings, haven’t you got that
Trapshooter’s file there?

Senator HasTtiNGs. Yes, sir.

Senator CLarx. Does that show any contract?

Senator Hasrtings. No, sir. .

The CairMAN. Any questions of Mr. Edgecomb?

Senator CLARK. Does it show the dates of any of these contracts?

Senator Hastings. I don’t know. Mr. Helvering spent a day
going over it. If there is anything there that would help the situa-
tion, he can probably tell you.

Senator CLark. The Trapshooter’s file was not in the papers, Mr.
Helvering stated.

Mr. HeLveriNg., The Trapshooter’s file was there, but there was
only a small file, but I do think the date of the A-Shoeleather, us we
calfvit, is in there, June 2, or 6, I think it is. I just wanted to verify
tlie time of it going out.

Senator Hastings. At the time you asked me the question, I had
in mind the Slim Jim case. The Trapshooter’s file is over in my
office. I couldn’d get anything out of it. I will send for it and have
it brought over.

Senator Crark. Mr. Chairman, 1 wonder if there would be any
objection to calling Mr. Colladay now. He is an attorney here in
Washington and wants to get away.

The Cuairaman. If there is no oﬂjection, that will be done.

TESTIMONY OF E. F. COLLADAY

E. F. CoLrApAY was called as a witness and, under oath, made
the following statement:

The CHAIrRMAN. Mr. Colladay, you are still Republican National
Committeeman for the District of Columbia?

Mr. CorrapaY. Yes, sir; and have been continuously since Jan-
uary 1917, and I expect to be a short time longer.

Mr. Rice. Mr. Colladay, some controversy has been brought up
here about the Slim Jim cese. I understand you were associnted
with that at the time an atterapt was made to reopen the case, and
an investigation made of the Slim Jim Oil Co. I have talked this
matter over with you, and you know the nature of the information
we have. Will you please give it to the committee?
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Mr. CoLrapAy. You just want me to make a statement?

Mr, Rice. That is not, of course, in connection with any fraud.

Mr. CoLvapay. I understand. 1 am not going into any detail
until it is asked. Since I talked with Mr. Rice and Mr. Helvering
last week, which was the first time I ever talked with Mr. Helvering
about this case, I have looked over my diaries—I keep a dinry showing
the business I transect each day—and my files. I find that Mr.
Edward E. Gann and I were employed to represent the Slim Jim Oil
& Gas Co. stockholders in 1922, I think in the month of June, and
we were engaged upon that case from that time until the 15th, or
shortly after the 15th of February 1923.

Mr. Gann and I saw Commissioner Blair, as soon as he was avail-
tble and in the city after we were employed, and we were told by him,
and I verified my recollection on that from the transcript of my
argument in a subseq‘uent hearing, where I made that statement-—we
were then told by Commissioner Blair that there was no question
of fraud in this case.

On the oceasion of the subsequent hearing, on the first day of
November 1923, when we argued this case to eight of the principal
officials of the Bureau of Internal Revenue—if I may refer to o trans-
cript of my argument at that time, which was taken by a gentleman
who Iater became my partner, and I have here his shorthand notes,
the late Mr. Benjamin D. Pettus, I find this statement:

The Commissioner in question has told Mr. Gann and told me, told both of 1x
together, that there is no charge of fraud.  The Solicitor of Internal Revenne has
told Mr. Gann that there ig no charge of fraud, nor claim of newly discovered
evidence.

Opposition in the case made its briefs, of which I have copies here,
which I can leave with vou if you desire, and made in that oral agru-
ment which ran all morning and all afternoon, was that all the facts
in the case had been disclosed to the oflicials of the Bureau of Internal
Revenue at the time the case was settled in 1919 by Assistant Commis-
sioner Newton, and Mr. Darnell, and other officials.  Among others,
we talked with Secretary Roper. Mr. Gann and I called on the
various oflicials investigating the case, and we took the position
that all the facts had beenbefore those officials, and that they had
ruled that the sale was a sale in 1916 and not a sule in 1917, [n this
argument of mine I contended that ns the oral option and the oral
agreement to make the sale of this property of this Slim Jim Oil &
Gas Co. had been made in 1916, carries forward into the written
contract of sale and delivery in the early part of 1917, and that is

_the officials under Commissioner Roper, had decided that was a 1916
sale, that it should not be disturbed, in good morals, and that there
was no legal right or power to disturb 1t. That was the nature of
the argument which is elaborated here in the exact language.

Senator BaiLey. Is that the sole question?

Mr. CorrLapay. That was the sole question.

Senator BaiLey. Would that account for the difference between
the $25,817.50 set apart for the taxes, and the $7,000?

Senator Crark. That is not this case at all. This is the Slim Jim
Oil Co. case. -

Mr. CorLrapay. The amount of tax paid in the settlement in 1919
was $451,000, or some such sum as that, and we finally resettled the
cage from paying $240,000 additional, on a setup of figures which

)
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were made by the accountants under Commissioner Blair, showing a
sum claimed by the Department of over $1,300,000 additional.
I state that figure to show how .biurd was the position taken by the
succeeding administration in reopening that case.

We finally bought for our clients their peace at a cost of $240,000
additional, but nowhere near the amount calculated by the ac-
countants. There was no possibility of their sustaining anything of
that kind.

Senator ConNaLLy. On this hearing about reopening—they did
reopen the case after that.

Mr. CoLrLapay. Yes, sir.

Senator ConNaALLY. And it was upon that reopening that you made
the additional settlement of $240,000.

Mr. CorLapay. Yes, sir, rather than go into court. At that time,
those who are familiar with income tax litigation, will recall the
Federal Court in Delaware—you remember, Senator Hastings—
granted an injunction to one of the DuPont family against opening
one of his cases. I think it was either Alfred I. DuPont, or Col.
Henry DuPont, and that injunction was in existence at that time.
We considered the question of applying for an injunction in this case,
and we resolved the whole situation finally, and after working over
the case, as I say, from June 1922, until Feﬂrunry 1923, by the settle-
ment I have mentioned.

The CuairMaN. In all your investigations of this case, you coming
into it after Mr. Helvering had been in it, was there anything that
came to your attention that reflected upon Mr. Helvering?

Mr. CorLapay. Not in the slightest, and we have so stated in the
record, in our briefs. Not by name, because, let me make it perfectly
clear that the question of wrongdoing on Mr. Helvering’s parc iever
entered the case. There was no personalitics. There was no such
person as Mr. Helvering in the discussion. We were simply discussing
the case from the question of whether it could or could not be re-
opened, and whether it should or should not be reopened.

Senator Byrp. Has there been any investigation by the Depart-
ment on this particular case?

Mr. CoLrLapay. There has been, undoubtedly. If you will allow
me to refer a little to my argument on November 1, 1922: 1 first
read the protest in which I recite the legal question, which is from a
three-page protest, and then I read Mr. Darnell’s affidavit, which 1
have not here, but I see the notation that I read Mr. Darnell’s aflida-
vit, and submitted it. I read a letter of the Commissioner, of October
16, which was the basis of the status of the case at that time, and the
¢laim then made by the Government for additional taxes, and Mr.
Smith, who is now a member of the Board of Tax Appeals, who was
then Assistant Commissioner of Internal Revenue, asked me this
question:

Is it your contention that the leages were actually sold in 1916? These gentle-
Men teﬂ Mr . Blair, eithet Mr. Titus or Mr. Taylor, and I think you were present,
that the sale was actually made in 1917.

-e: Mr, CoLrapay. In &cember of 1916 the Slim Jim Co. being the owner of
property which could be sold by oral agreements, namely a lease and other per-
sopal property, gave an oral option at a certain prioe for the sale of that property.
The J)e'al was begun in December 1816. The deal was continued through to a
date in March 1917, when the money was paid. In the intervening perlod the
oral option was converted into a written option. That written option expired,
but it had been extended by telegram, and we have the original telegram in our

posacsaion.
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And I presented the telegram at that time,

Mr. HarpisoN (who wes then one of the lawyers, since one of Frank Hogan's
partners). Have you the original option, Mr. Colladay?

Mr. CoLrapay. Yes. There was in the original transaction a man named
Constantine, to whom this original oral option was given. In the course of the
deal, he associated with himself one George Bullock, and it was agreed hetween
Constantine and Bullock that Constantine was to pay a certain part of the money
and Bullock was to pay a certain other part of the money. When it ecame to the
closing of the deal, Constantine could not pay his part of the money. While the
telegraphic renewal of the option was in force, George Bullock caused to be entered
on his corporate records, which I have scen, something which your inspector may
have been misled by, an entry that the option expired March 2d.

I went to New York and looked at those records.

And then on March 7 a resolution of their executive committee followed imme-
diately by a resolution of their board of directors accepting and ordering the pay-
ment of what was called in their corporate records a new option but which was
not true. We have the telegrams here in our file.  Your inspector may have
been misled by them. If he examined the records, he would be.

And so on. That was the statement. In preparing to present
this case, Mr. Gann and I saw everyone that we could find who was
living who had anything to do with it, and when we made this pre-
sentation, and I made that statement that the Comimissioner had told
us there was no fraud in it, no charge of fraud in it, I was making it
on the basis of my personal conversation with the Commissioner and
with the further backing of my investigation of the case.

The simple fact is that these gentlemen had a company which had
become inactive. Keep it in mind that my study was always after
the facts. I came into this in 1922, and these things happened in
1919. They had a company which had become inactive and they
thought they ought not to be taxed on the 1917 rate. They had tried
to close this sale in December 1916. They had gotten the oral agree-
ment or option, and the oral agreement of the sale, but it was not
actually reduced to writing and delivered until 1917, As near as I
can get at it, the officials knew nll those facts, ruled that that trans-
action should be taxed as a 1916 transaction. The company did no
business in 1917,

Senator Hastings. When was it you had this conversation with
Mr. Blair?

Mr. Cornrapay. Shortly after I was employed in June 1922,

Senator Hastings. I will ask you whether or not you are familiar
with the report signed by Nelson Hartson, Charles . Hamel, C. T.
Smith, George Roscoe Davis, Stanley F. Wait, E. H. Batson.

Mr. CorLrapay. No, sir; I never saw the report.

Senator Hastings. Under date of November 18, 1922, directed to
the Cominissioner, the first paragraph says:

You have designated thie committee comprising representatives of vour
office, the solicitor’s office and the Committee on Appeals and Review, to con-

sider the protest of the proposed additional assessment against the Slim Jim Oil
Gas Co. and claim for abatement heretofore made against the individual

stockholders of this organization.
I suppose that protest was a protest filed by you? )
Mr. CorLLapay. Yes, sir. It is right here, at least here is a copy
of it.
174651—33~PT 23——4.
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Senator Hastings. In this report, which is signed by the six persous
T have named——

Mr. CoLLADAY (interpOSinﬁl). By the way, they are the six persons
who heard our argument on November 1, 1922.
. Senator HastinGgs. (reading):

With respect to the sale by the corporation of its remaining one half interest
in the oil properties, it should be said that a former solicitor, under date of May
2, 1918, held this to be a 1817 transaction and income derived therefrom to be
taxable for the calendar year 1917. The solicitor’s office has never receded from
this opinion and still adheres to it. Notwithstanding the opinipn of the solicitor,
a former Acting Assistant Commissioner advised the corporation that the sale
was held to be a 1916 transaction and thereafter the assessmgnt was made and
tax paid on this basis. It should be remembered that thq corporation had
originally treated the sale as having been consumnmated in 1917 jbut, following the
holding of the Acting Assistant Commissioner, the corporatibn was permitted
to file amended returns and treat the transaction as having pecurred in 1916.
There appears to be no justification in law for this finding, evdn under the facts
in the possession of the Bureau at that time, and additional acfg have since come
to light which indicate that the oral option given in the latter part of December
1918, and on which taxpayer bases its contention that it was a}1916 sale, elapsed
and expired prior to the actual consummation of the sale in March 1917,

There is nothing in,the record to show as a matter of law tha{this sale occurred

t a time other than when the deal was closed, the property wgs transferred and
the ¢ash given in payment therefor during March 1917. [t ig therefore recom-
mended that the profits to the company growing out of this saje be held to con-
stitute 1917 income to the corporation and the amount of takx the corporation
paid for that year should bhe correspondingly increased. 4

Now, then, in the next section, it says: 4

There is some doubt a8 to the inclusion of the item of $60D,000 as invesiad
capital on account of the value of certain oil leases held by the corporation.
However, this and similar items become of simall importance if, us indieated in
the letter of July 21, the company is to be allowed the advantage of comparatives
under section 210. It is the opinion of this committee thut comparatives should
be used under section 210 for the purpuse of determining the correct tax linbility
of this corporation for the vears involved.

That was the final conclusion of the matter after your argument,
is that correct?

Mr. CoLrapay. I never heard those words before, but I received a
letter from Commissioner Blair telling us that our contentions were
not sustained, which I have here. The last paragraph of his ofliciul
letter was—

After very carcful consideration, it is concluded that under the circumstances
of this case the Bureau is fully justified in taking appropriute action to enforce
the liability for additional taxes, both of the corporation and of its stockholders.

Respectfully,
D. H. Bratwr, Commissioner.

That was addressed to me as attorney for Slim Jim Qil & Gas Co.
There is one thing I want to make clear, too, which I am sure you
would want to know, and that is that in the protest there was this
pgra.gmph:
., The taxpayers’ representatives have been advised and informed that the pro-

reopening of this case does not involve any imgutatlg? of frm:id or finding
ence discovered appesars in

any communication recelved, and the assessments made do not include penaltics
authorized for fraud or negligence.

There was nonimposition of fraud or negligence penalties, and in
that memorandum which you have just read there is a very favorable
trend inasmuch as they recommend a special assessment to get the
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-amount of the liability down, which they certainly would not do in
-case of fraud.

Senator Hasrings. In your whole investigation of this matter and

our whole trial of it, did you ever find anything in the files drawn by

r. Helvering, one way or the other?

Mr. CoLrLapaY. No.

Senator HasTiNgs. You never saw any mention of him?

Mr. CoLrapay. I heard of him as having handled the case.

Senator Hastings. You did not see his name in the file?

Mr. CoLrLapay. I did not have access to the files. I asked them to
tell me enything they had.

Senator ConNaLLY. If you did not have access to the files you
could not tell whether his name was mentioned in them or not?

Mr. CoLnapay. Oh, no; but I did know in a general way Mr.
Helvering had been counsel in the case, but I did not see Mr. Hel-
vering or talk to him about it. I had no access to his files or the
-official files in the Department. . :

Senator ConNaLLY. From the time you became connected with the
case until the final settlement and the money was paid, was there ever
any information reaching you from anybody that Mr. Helvering lhind
been charged with any fraud or improper conduct in the case?

Mr. CorrLapay. None whatsoever.

Senator Geonrge. It is the case on which the case of the accounting
firm was based?

Senator Hasrtings. That is right.

Senator Grorge. Was that subject to this final elosing?

Senator Hastings. Oh, no. The investigation brought this new
assessment, brought a further investigation which caused thiz new
ussessment.

The Cuamman. In other words, this all transpired after the
investigntion.

Senator HasTings. Yes, sir.

Senator Grorae. In other words, your investigation and inquiry
into the case revealed this set of circumstances, that all the Iacts
had been in the Burcau all the time?

Mr. Counavay, Yes, sir.

Senator Greorge. But that there was n question whether or not
this verbal or oral lease having expired in 1917, constituted a new
transaction on which they based this subsequent assessment.

Mr. CorLapAYy. You do not mean the oral lease. You mean the
-oral option?

Senator Grorae. Yes, sir.

Mr. CoLLapAY. Yes, sir. That was the question to be trented.

Senator GEorGe. As a matter of fact the sale was actunlly and
finally consummated in accordance with the oral option, as yon
recall it? )

Mr. Corrapay. Yes; except as 1 have mentioned here a while ago,
Mr. Constantine, who was ono of two parties in the oral option or
contract, dropped out because he could not carry his part, could not
pay the money, and Bullock, representing the Utilities Oil & Gas
Co. of New York, went on through and took the property.

Senator Cuark. The original hearing before you came into the
case was an informal hearing, was it not?

Mr. Corranay. I could not tell that.
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Senator CLArk. You had no access to the records at all?

Mr. CoLrapay. No, sir.

Senator Hastings. But you did file 8 power of attorney yourself?

Mr. CoLrapay. Yes, sir.

Senator Hastings. That was the practice at that time?

Mr. Corrapay. Yes,sir; that was the practice at the time I came in.

The Cuairman. That had not been the practice before.

Mr. Corrapay. The practice was more or less loose and it was being
tightened up about the time I began to handle income tax cases.

Mr. HELVERING., As a matter of fact, in the year 1920, was it not
s fact that all the hearings were informal and no power of attorney
was filed or required to be filed in those first hearings we had?

Mr. CoLrapay. I have sometimes been recognized on the strength
of my standing at the bar and the fact I am registered at the depart-
ment, by being permitted to practice without filing a power of attorney.
I have been practicing here at the bar since 1898. I have been
registered at the Treasury Department since that year.

he CHAIRMAN. Are there any other questions?
_ (There was none.)

TESTIMONY OF T. J. McDONALD, WICHITA, KANS.

- (The witness was duly sworn by the chairman.)
CS«;nator Hastings. Were you a stockholder in the Slim Jim Oil

0.

Mr. McDonawp. Yes, sir.

Senator HasTiNgs. Do you remember a revenue agent talking to
you concerning the settlement of the tax return made for that com-
paﬁv by Washington, Henry & Co. and Mr. Helvering?

r. McDonarLp. Do I remember what?

Senator Hastings. Do you remember a revenue agent coming to
you and talking to you about it?

Mr. McDonawp. I do not recollect.

Senator HasmiNgs. Let me see if I can refresh your recollection
b{ calling you attention to a report made by Revenue Agent Henning.
He says:

On May 8, 1922, as part of the investigation of the Slim Jim Oil Co., Mr.
J. T. McDonald, a stockholder of the company, was interviewed and questioned
at his home in Wichita, Kans., being the only known official of the company
now registered in Wichita. He was presented with the commissioner's letter
shthorizing a reinvestigation of the corporation and a demand was made on
him for the books of the company.

.Do you remember that?

Mr. McDonaLp. 1 remember a Mr. Hickman coming out for the
books of the company, asked where they were.

" Senator Hastinas (reading):

‘Being off his guard, he stated that upon return of J. C. Titus, the former
president. of the corporation, from Washington, D.C., immediately following a
neor ‘iax unit wherein a settlement was reached as to the

Jimbility of the corpotation, that said Titus informed him that there was no

,'mpruen at the con: anog except himself (Titus) and the Government officials.
" “Mr. McDonavp. 1'd6 not recollect that.

T

14 ‘”ﬁator HasTINGS (reading):

sat Mr. Harry Wachln{ton and Mr. Guy Helvering who were his attorneys
¢ not present at the conference but remained at the ﬁotel.
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Mr. McDonawp. I do not recollect that at all, sir.

Senator Hastings. Did you ever have any talk with Mr. Titus
about the settlement of this case?

Mr. McDow~aLp. Oh, we talked over everything connected with
the case, you know. I do not recollect bim telling me exactly how it
was settled or anything. .

Senator Hastings. Do !ou remember at the time that he reported
to you that it was settled?

Mr. McDonaLp. Yes. When he came back from Washington he
said it was settled.

Senator Hastings. When he came back from Washington he did
report to you? .

Mr. McDonaLp. He told us all about it.

Senator Hastings, Did he tell you how it was settled?

Mr. McDonaLp. I do not recollect him telling how it was settled.

Senator Hastings. You do not recollect that he told you. Let
me read a little further:

Mr. Titus at the conference explained to the Income Tax Unit the operations and
the transactions of the corporation with reference to the amount of the tax paid.

Do you remember him telling you that?

Mr. McDonavup. I just cannot place that.

Senator Hastings (reading):

That he (Titus) then returned to the hotel and secured a new amended return,
which Washington had prepared and read it.

Do you remember that?

Mr. McDonawp. No, sir.

Senator HasTiNGgs (reading):

That with this Titus returned to the second confercnce at which time the
amended return was approved.

Mr. McDonaLp. I do not recollect that, sir.  You see that was a
long time ago. I do not recollect that,

Senator Hastings (reading):

He was further informed by Titus that the Income Tax Unit asked him (Titus)
if the scttlement was entirely satisfactory to him.

Do you remember that?

Mr. McDonawp. I remember after the settlement was made and
he came home—the Commissioner asked each of them il they were
satisfied with the settlement and he said they were. He was satisfied
and was pleased the slate was clean.

Senator Hastings. Who do you mean by each of {hem?

Mr. McDonawp. I think Titus and Taylor were there,

Senator Hastings. Did be say whether Mr. Helvering and Mr.
Washington were with him at the time?

Mr. McDonawLp. I do not recollect whether they were with him at
the time or not.

Senator Hasrtings. Is Mr. Titus out there?

Mr. McDonaLp. No; he will be here tomorrow. I got a telegram
saying he would be here tomorrow. )

Senator Hastings. Do you remember anything that Mr. Titus
told you other than what you have just said?

Mr. McDonavwp. No; I do not, about that settlement.

Senator HasTines. You say he did report to you that the people

in the income-tux oflice asked if it was satisfactory all around?
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Mr. McDonavrp. If they were satisfied, and he was so pleased that
they got this case off the slate.

Senator HasTings. The man who was talking to them?

Mr. McDonNaLp. The Commissioner.

Senator Hastings. Was so pleased to get this off his slate?

Mr. McDonaLp. Yes, sir.

Senator HasTings. And they asked if they were satisfied?

Mr. McDonavLp. Yes, sir.

Senator Hastings. He did not say whether Mr, Washington or Mr..

Helvering was with him or not?
Mr. McDonawLp. I do not know. I could not say.
Senator Hastinds. That is all I want to ask him.

TESTIMONY OF HARRY M. WASHINGTON, KANSAS CITY, MO..

(The witness was duly sworn by the chairman.)

Senator Hastings. Mr. Washington, were you once employed by
the Government?

Mr. WasHingTON. Yes, sir.

Senator Hastings. And when did you enter the employ of the
Government?

Mr. WasuinagToN. I think it was in February 1916,

Senator Hastings. In what capacity?

Mr. WasHINGTON. As a deputy collector.

Senator HasTINGS. Locute«s) wKere?

Mr. WasninaToN. At Wichita, Kans.

Senator HasTiNgs. How long did you keep that position?

Mr. WasuingToN. I am not certain, but perhaps within that year
I was made an inspector.

Senator CLark. When did you say you entered the service, Mr,
Washington?

Mr. WasHingToN. In 1916, but in this time I was assigned to the
revenue agent in charge at Little Rock, Ark.

Senator HasTings. As an inspector?

Mr. WasniNngTON. As deputy collector,” but doing income tax
investigation work.

Senator HastiNgs. Now, as such inspector or deputy collector did
you x;mke a report on the income of the Slim Jim Oil Co. for the year
19177

Mr. WasHinagToN. I do not remember whether I did or not. 1
rather think perhaps I did.

Ser;ator HasTiNgs. When did you leave the employ of the Govern-
ment?

Mr. WasHingTON. I believe it was in December 1917,

Se;mt.or Hastinags. And what business did you engage in at that
time

Mr. WasHiNgTON. In the accounting business.

Senator HasTiNgs. Located where?

« ‘Mr. WasniNgTON. At Wichita, Kans.
" Senator HasTiNgs. And who were your partners, if you had any
af that time? :
FMr. WasningToN. There were no partners at that time.
Senator HasTiNgs. You were in business alone?
+ - Mr. WasniNagToN. Yes, sir.

o~y

AT o o
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Senator Hastings. What was your first case with the Internal
Revenue Department?

Mr. WasHningToN. I have not the slightest idea.

Senator HasTinags. Were you later associated with Mr. Helvering?

Mr. WasHiNeToN. Mr. Helvering handled some tax cases for me
in Washington.

Senator Hastings. Well, did he not handle all of your tax cases
for you in Washington?

Mr. WasHiNgTON. I am not positive about that.

Senator Hastings. Did you not have an agreement with him about
the tax cases that were to %e handled? -

Mr. Wasningmon. We had an agreement about cach case, but T
do think Mr. Henry had an agreement with him—sort of blanket
agreement that covered all his cases.

Senator HasTings. What was that agreement generally?

Mr. WasuingToN. That Mr. Henry had or that I had?

Senator Hastings. That you had with him.

Mr. WasHingTON. I say each of our cases was handled on their
own merits,

Senator Hastings. Well, now, Mr. Henry was a partner of yours,
was he not?

Mr. WasningroN. In 1920 Lie was a partner, yes; and a part of 1921,

Senator Hastings, Well, now, during that time did you have any
business agreement with Mr. Helvering or not?

Mr. Wasninaron. 1 did not. ‘
| .S(;}nator Hastings. Did your firm have a definite agreement with
iim

Mr. WasHiNagToN. I think that they did through Mr. Henry.  Mr.
Henry managed the Kansas City office and 1 had charge of the
Wichita office.

Senator Hastings. What was that agreement?

Mr. WasHiNgTON. I do not know what it was. I think at the
beginning that Mr. Henry was to pay Mr. Helvering 33} percent
of the fees in the cases that ho lmndlled.

Senator Hastings. Why do you say Mr. Henry was to? Was not
that a partnership agreement?

Mr. WasninagTON. Yes, sir; but he managed the business in Kansas
City and I managed the business from the Wichita office.

Senator I1asTings. Did you have any agreement with him from the
Wichita office?

Mr. WasningroN. No, sir.

Senator Hastings. How were they handled from the Wichita
office?

Mr. WasuinaToN. As I stated, each case was handled on its own
merits.

Senator Hastings. Did Mr. Helvering haundle the Slim Jim Oil
case for you? )

Mr. Wasninaron. He made a contract direct with the Slim Jim
Oil Co. 1 did some work in the case for Mr. Helvering.

Senator Hastings. Who was employed on that case first? i

Mr. WasHingToNn. I did work for the company but not on this
particular phase of the case.

Senator HasTings. Well, in the tax adjustment which was reduced
to $451,000 for 1 year, from $1,201,111, were you retained first by
the company or was Mr. Helvering retained first by the company?
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Mr. WasHiNnGgTON. I do not know about that.

Senator Hastings. Did you take the case to Helvering or did he
take it to you?

Mr. WasHtingToN. I do not think that either statement would
apply on that. I think I recommended—in fact I am positive that
I recommended to the officers of the Slim Jim Oil Co. that they retain
Mr. Helvering to handle the case for them,

Senator HasTings. Did you participate in the fee?

Mr. WasHniNgToN. Mr. Helvering gave me a fee, yes, sir.

Senator HasTings. What did he pay you?

Mr. WasuingToN. $2,500.

Senator HasTings. $2,5007

Mr. WasHINGTON. Yes, sir, $2,500.

Senator HasTings. Do you know what he got?

Mr. WasHingTON. 1 am not positive about this, but I think his fee
was $25,000. I am quite sure 1t was.

Senator Hastings. Then that agreement as to one third to him and
two thirds to you did not apply to that particular case.

Mr. WasHINGTON. That case originated in Wichita and any con-
tract I had with Mr. Henry on that case did not apply. Mr. Henry
was not interested with me in that case in any way, shape or form.

Senator HasTiNngs. Was it your case or Henry’s case?

Mr. WasHINGTON. It was my case.

Senator Hastings. Did you come to Washington and help in that
matter?

Mr. WasHINGTON. Yes, sir.

Senator HasTiNngs. Do you remember when it was?

Mr. WasnainagTON. No, sir; I do not. I can give you the approxi-
‘mate time.

Senator HasTings. About when was it?

Mr. WasHiNgTON. About November or December 1919.

Senq?bor HasTings. Where did you stay while yon were in Wash-
ington

r. WasHiNngTON. At the Washingéon Hotel.

Senator HasTiNGgs. Did you appear before the Department?

Mr. WasuingTon. I did not.

Sex‘n?atm Hastinags. Did Mr. Helvering appear before the Depart-
ment

Mr. WasningToN. I do not know whether he appeared or not.

Se?nator Hastings. How did you go about the settlement of that
case
. 'Mr. WasningToN. I did not go about it at all. Mr. Helvering
handled the case.

Senator HasTings. You did not have anyt,hin% to do with it?

Mr. WasningToN. I did the accounting work for them and assem-
bled some data that he wanted to use in the settlement of the case.

Senator Hastings. Why. did you come to Washington at all?
s*Mr. WaAsHINGTON. I came with Mr. Titus to be of any assistance
I could in explaining the data that I assembled.

_ Senator Hastings. That was in the fall of 19197
4 Mr. WAsHINGTON." Yes, sir. )

n?enat,or Hastings. You say you did not go to the Department at
alf . '
© "Mr. WassaiNaToN. I did not.
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Senator Hastings. Did you confer with Mr. Helvering about it?

Mr. WasHINGTON. Yes, sir.

Senator HastiNgs. Where were you when you conferred with him?

Mr. WasHingTON. 1 do not remember where those conferences took
place. I think at my room at the hotel.

Senator HastiNgs. At what hotel?

Mr. WasHingroN. The Washington Hotel.

Senator Hastings. Did Mr. Helvering have a room there also?

Mr. WasHinGgToN. I do not remember whether he was there or not.

Senator Hasrings. How many days were you here during the time
you were getting that case settled?

Mr. WasningToN. I do not know, Senator, just how many days
we were on the settlement of the case.

Senator HasTings. Did you make the amended returns after they
had agreed on a scttlement?

Mr. WasningToN. I think that I did make some returns for Mr.
Titus; yes.

Senator Hastings. Where did you prepare that return?

Mr. WasHiNgTON. In my room in the Washington Hotel.

Senator HastiNgs. Was Mr. Helvering present?

Mr. WasHingToN. No, sir.

Senator Hastings. Where was he?

Mr. WasHinGgTON. I do not have the slightest idea.

Senator HasTings. What makes you say he was not there?

Mr. WasHiNngTON. Because at the time I was ill with the flu in
the hotel and they rather stayed away from me as much as they
could, and Mr. Titus came to me—it seems that he appanred before
the Department and came back and told me what they had requested
him to do and asked if I would not make those returns in accordance
with the understanding and agreement he had with the officers in the
Department.

Sc‘;nator Hastings. That is what Mr, Titus came back and said to
you?

Mr, Was:iNneroN. Yes, sir.

Senator HastiNgs. He did not say whether Mr. Helvering was
with him or whether Mr. Helvering «new anything about it or not?
Mr. WasHingTON. I do not remember anything about that now.

Senator HasTings. You do not remember whether Mr. Helvering
was present?

Mr. WasninagToN. I am quite sure he was not.

TSenator Hastings. There was no party present but vou and Mr.
itus?

Mr. WasHINGTON. I think there 1 was very much alone at the
time, if my memory serves me correctly.

Senator Hastinags. But Titus did come, did he?

Mr. WasHinagTON. Yes, sir; and it was at his instance I made the
returns.

Senator HasTings. Was that case settled then and there?

Mir. WasHiNngTON. The data which I assembled was to be used as 1
understood it for a settlement under section 210 but amended returns
made, I think, did not comply strictly with my interpretation of
section 210.

Senator Ilasrinas. Well, now, who first suggested that this case
might be settled under section 210?
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Mr. WasHINGTON. I do not remember about that. I think per-
haps it was made by Mr. Helvering. I do not remember about that.
nator Hastings. Will you look at that return signed by Mr.
Titus and Mr. Taylor, date(f the 3d day of December 1919, and state
whether or not that is the amended return which you were instructed
by Mr. Titus to prepare?

Mr. WasHiNGgToN. I cannot tell by the figures whether it is or
not, but this return was not made up by me in my handwriting.

Senator Hastings. That was not made by you?

Mr, WasuingToN. No, sir; it was not.
al Szgmbor Hastings. Is not that the amended return which was

e

Mr. WasHingTON. I did not file the return. T prepared the data
for ffhem on which the return was filed, but I did not make this return
1tself.

Senator HastiNgs. Do you know who did that?

hMr. WasHiNgTON. No, sir. I am not familiar with the figures in
this.

Senator HasTiNgs. Do you know where it was executed?

Mr. Wasmingron. No, sir.

Senator HasTiNGs. Was it executed at the Washington Hotel?

Mr. WasHingToN. I could not answer that.

Senator Hastinags. Do you know that notary public there?

Mr. WasHingToN. I do not believe I do.

Senator HasTiNgs. Do you know that that notary public was a
notary public at the Washington Hotel at the time?

Mr. WasniNnaToN. No, sir; I don’t.

Senator Hastinags. If I were to assure you that that was a notary
public or a clerk at the Washington Hotel at the time, would that
refresh your recollection as to that return?

Mr. WasHiNgTON. I do not think it would.

Senator Hastings. You say that is not in your handwriting?

Mr. WasuingToN. It is not. '

Senator HastiNgs. Was that which you prepared similar to that?

. Mr. Wasninagron. All that I remember aBout it is that I prepared
the figures for them and this return is not in my handwriting.

Senator HasTings. You do not know whose handwriting it is in?

Mr. WasHiNngTON. No, sir; I have not any idea.

Senator Hastings. Now, do you remember when there was a

reinvestigation of this case?

'BML ABHINGTON, I know there was, but I do not know anything
about it

+..8enator Hastings. Did you go to Mr. Helvering about it-—the re-
investigation?

Mr. WasuninagToN. That is after this settlement was made?

» Senator HasrtiNnags. Yes, sir.

Mr. WasminaToNn. No, sir,

Senator HasTiNGgs. Do you remember there was an investigation of
the method in which you were conducting your business out in
Kansas?

Mr. WasHiNGTON.. Yes, sir.

Senator HasTings. Do you not know as a matter of fact that as
the result of that, this account was reaudited?
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Mr. WasniNnagTtoN. No, sir; I do not know the reason for it, and I
have never known the reason for its being reopened.

Senator Hastings. Now, then, I want to read you what Mr.
Helvering said before the committee, to see if this refreshes your
xl'eco}(liection. I was interrogating Mr. Helvering about this case, and

snid:

What are the facts in that case?

Mr. HELVERING. We had a hearing on the basis of an audit made by this
company.

Senator Hastings. The firtn of Washington, Henry & Co.?

Mr. HewLveriNa. Yes, sir; that audit revealed a tax liability of $450,000.
We fought that through the department, through the advisory committee and
it was fixed at a certain amount along about that figure. A year or so efterwards
they called me and wanted me to go back to fight that case over.

The Cuairman. Who called you?

Mr. Hevvenina, Washington, Henry & Co. They said there had been a
reaudit down there. They came up and of course I intended to coutinue to fight
the case out for them, but they came up and admitted to me that the original
audit which they had set up and on which I had depended to make this settlement,
had, with the coooperation of certain oflicers of the company, been padded, and [
refused to have anything more to do with the case from that time ou.

Did you ever have any such conversation with Mr. Helvering?

Mr. Wasninagron. What date was this Senator?

Senator Hastings. I may say that I cannot quote from the record,
but this was after this investigation of your concern and while you
were under investigation and when the department took up the matter
of reauditing this Slim Jim Qil Co. case.

Mr. WasHingToN, Well, I have doubt that I took it up with him,
because I was out of the accounting business. I closed my business
in the fall of 1921, After that time I did not at any time engage in
the accounting profession.

Senator Hasrtings, Let me inquire whether Mr. Titus ever came
back to you after this settlement when the Government was threat-
ening to reaudit the case?

Mr. WasuingroN. Mr. Titus talked to me about this case every
time he saw me.

Senator Hasrinos. Did he employ you again?

Mr. Wasningron. No, sir; he did not.

Senator Hastings, Did you ever talk to Mr. Helvering about this
matter?

Mr. WasuingTon. I do not remember that I did. It has been so
long ago

Stzmabor Hastings, Did you ever admit to Mr. Helvering that in
this settlement which you and he effocted for this company that you,
together with the cooperation of certain officers of the company, had
padded the books?

Mr. WasninaroNn. No, sir.

Senator HasTiNgs. As a matter of fact, were the books padded in

aanwa%? .
r. WasningToN. They certginly were not.

Senator Hastings. Now, Mr. Helvering says—he was asked this
<question:

You had already hed a settlement, hadn’t you?

Mr. HerveriNg. Oh, yes; and it had gone some 2}4 years.

Sonator Rexp. Did you call the attention of the Government to that fact?
Mr. Herverina. How is that?
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Senator Reep. Did you call the attention of the Government to that fact?

Mr. HeLveriNGg. No; I never knew about this audit until the Government
representatives had r¢investigated the case found it and I never took another case
for Washington, Henry & Co. -

803%(?1' LARK. I other words, the Government found out about it before
you di . '

Mr. HELVERING. Yes.

Senator CLark. That is in responsc to Senator d’'s question.

Senator HastiNgs. When was it that they came back to you and wanted you
to take the case?

Mr. HernveriNa. I think about 2 years after this.

That would be in the fall of 1921.

Mr. WasHinagToN. That is the Slim Jim case?

Senator Hastings. Yes,

Mr. WasningToN. Well, it would depend altogether on the exact
time and the year, I would say, Senator. If it occurred prior to the
time I sold my business, I mlgixt have taken it to him. There was
no time, I do not believe, that I did not have some knowledge of the
case, even the reinvestigation of it. I have some recollection or some
knowledge of. the manner in which it was settled.

Senator Hastings. Mr. Washington, it is quite important that we
find out whether' this statement made by Mr. Helvering that he
refused to take this case after it had been reopened because you had
admitted to him that in making the settlement for something like
$451,000 that you, together with certain officers of the company, had
padded the books. ould you say you never made any such state-
ment as that to him?

Mr. WasHingTON. I would not make any statement like that. 1
would not pad the books, to begin with. The books could not have
been padded. I am quite certain I would not tell him that unless it
were a fact.

Senator HastiNgs. You were with the Government long enough
to be an expert in tax matters were you not, at that time?

Mr. WasHiNGgTON. The longer I was with them the less of an expert
I thought 1 was.

Senator Hastings. You do know, do you not, whether this settle-
ment was made under section 210 or whether it was not?

Mr. WasuinagToN. Well, 1 am inclined to believe that the settle-
ment—that the basis of the settlement was under section 210, and that
ge s;mended returns were probably made to fit a condition rather than

e facts.

Senator Hasrings. Whoin did you deai with in the Department in
es¢ matters?
"Mr. WasningToN. I was not before the Department in this matter.

Senator HasTings. You were before the Department in the Trap
Shooters Qil case, were you not, with Mr. Edgecomb?

Mr. WasHuiNngTON. I do not know whether I appeared before the
Department in that case or not.

enator Hastings. Mr. Edgecomb was here and said you appeared
with him before Mr. Powell.
“'Mr. WasHINGTON. 1 remember Mr. Powell.
-Senator HasTiNgs. Who was he?

Mr. WasHingTON. If I remember correctly, he was an employee in
the natural resources here.

Sénator HasTinas. Whero did he come from?
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Mr. WasHinegTON. I do not know, sir.

Sonator Hastings. He did not come from Kansns?

Mr. WasuingTon. I did not know him before that.

Senator Hastings. You did not know him before that?

Mr. WasninaToN. No, sir; I only know him very slightly in any
wag, shape, or form.

enator Hastings. I hand you this statement dated December 9,
1919, which was the statement made by the Department after this
settlement was made, and I will ask you whether that stantement in-
dicates the settlement was made under section 210.

Mr. WasniNaToN. I would not know whether that was made under
section 210 or not. It does not look as though it was.

Senator HastiNgs. As a matter of fact, where a settlement is made
under section 210, it is just a lump sum agreed upon, is it not, more
or less arbitrarily?

Mr. WasHINGTON. Yes, sir; that is my understanding of section 210,

Senator HastiNes. And you do not undertake to give any details

i at all, do you?

' Mr. Wasuingron. I do not quite understand your question.

Senator HasTings. When you make an amended return under sec-
tion 210, you do not undertake to give any details such as shown in
this amended return here, do you?

Mr. Wasuineron. That is why I say it does not appear to be
made under section 210.

Senator HAsTINGS. As a matter of fact, in the department, when
you made application for a settlement under section 210, you ap-
peared before an entirely different division, did you not, from that
under which other sections of the act were administered?

Mr. WasningToN. I do not have any idea about that.

| Senator HasTings. You do not know about that?

: Mr. WasHingron. No, sir.

! Senator Hastings. Do you not remember that in the Department
‘ in 1919 they had a special unit that heard cases under section 210
I that was different from the unit that heard cases under other scctions

of the act?
| Mr. WasninaTon. I do not remember about it, Senator. That
has been a long time ago and that is something that I have not
happened to think about.

Senator Hastings. Mr. Chairman, I would like to adjourn for the

Nl TV

A

ay.

%he CHAIRMAN. I was rather in hopes we could clean up this
matter this afternoon and not have a meeting tomorrow.

Senator HasTings. There are two witnesses on the way here.

The CuairmaN. We could hear them day after tomorrow. The
Senate has adjourned over to hear the arguments in this impeachment
case, and I was in hopes we could get through this afternoon and
not keep these witnesses here. Probably we could take up this
matter day after tomorrow morning.

Senator HasTings. I have not had as much time as I would like
to go over this record, to interrogate this witness. 1 do not know
whether there are some more questions I want to ask him or not.

The Cuairman. We will ask the witness to remain over here until
day after tomorrow . morning. Would that inconvenience yout
greatly, Mr. Washington?
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Mr., WasHiNagToN. No, sir; that is all right. But while this is
fresh in my mind, I would like to make a statement here that might
have some bearing.

The CnairMAN. Yes.

Mr. WasningToN. It is altogether possible that even though I did
not present this to Mr. Helvering, that I might have advised the
officers of the Slim Jim Qil Co. to ‘?ain take it up with him.

Senator HasTiNngs. Now, Mr. Washington, do you remember the
Trap Shooters Oil Co. case?

r. WasuingToN. Yes, sir; I do.

Senator HasTiNgs. Do you remember coming to Washington
with Mr. Edgecomb?

Mr. WasniNaeToN. 1 think Mr. Edgecomb and I were in Wash-
irlmlgton at the same time. Whether we came together, I do not recall
that.

Senator HasTiNgs. Do you remember whether you invited Mr.
Helvering to join you in that case or whether he invited you to make
the audit for im‘?’

Mr. WasuiNaTON. No; that was a case that came to me and I
advised them to employ Mr. Helvering and made arrangements for
them to meet Mr. Helvering and make the contract with him.

Senator Hasrtings, Do you remember the substance of that
original contract?

Mr. WasuiNngTON. Yes, sir.

Senator HasTiNgs. What was it?

Mr. WasningToN. The company had somewhere about $25,000
on deposit, I think, in the Union National Bank, of Wichita, Kans.,
and the directors made an agreement with Mr. Helvering to pay
him $2,500 retainer fee, which I think they paid him on the day the
contract was made, and he was to receive 1n addition to that amount
the difference between the $25,000 that they had on deposit and the
amount for which the case was finally settled.

Senator Hastings. That was the contract that was made?

Mr. WasHingToN. That is my recollection of it.

Senator Hastings. When did you refresh your recollection with
respect to it?

-~ Mr. WasuinagToN. Well, I do not know just when it was.

Senator HastiNgs. Have you not read this record of the testimony
taken in this case?

Mr. WasnHinaToN. I do not know that I have, sir.

Senator Hasrings. You do know whether you have or not.

Mr. WasHiNGTON. Yes, sir. I would say I have not.

Senator HasTiNgs: You have not read it?
- Mr. WasningToN. No, sir.

Senator HasTiNGgs. None of it?

..o Mr. WasHiNgTON. None of it. Ly
.1 .Senator HasTings. Has anybody told you what is in it?

.-Mr. WasuinaToN. No, sir.

" Senator HasTiNgs. Have you talked to Mr. Helvering?
r :Mr, WasHniNaTON: Yes, si

es, sir. .
. Senator Hastinas. Did he tell you what this testimony was?

4:Mr. WasninaToN. He did not. . i
.inSenator Hastings. ‘What did you talk to him about?
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Mr. WasningToN. 1 went to see him and asked him how he was
getting along—I have been reading from time to time in my home
newspapers in Kansas City of the difficulty Mr. Helvering was having

in having his appointment confirmed.

Sonator Hastings,

appointment?
r. WABHINGTON.

Senator HasTings.

Mr. WASHINGTON.

Senator HasTINGS.

Mr. WASHINGTON.

Senator HasTings.
Mr. WABHINGTON.
Senator HasTINGgs.

Mr. WasHINGTON.
morning.

Senator HastiNgs.

room?
Mr. WASHINGTON.
mediately.

Senator HasTINGS.

case with him?
Mr. WASHINGTON.
yes, sir.

When did you first talk to him after his

I talked to him day before yesterday.

Where?

At his hotel.

Where?

I suppose in his room.

In Washington?

In Washington.

When did you get to Washington?

I got to Washington day before yesterday

And you went immediately to Mr. Helvering's
No; not immediately. I would not say im-
Did you go over this Trap Shooters Oil Co.

I think he asked me some questions about it;

Senator Hastings. Did he call your attention to the fact that a
statement made by Edgecomb was to the effect that when you and
Edgecomb came here and went to Helvering's room that Helvering

sai

the original contract would not do, that it was necessary to

get $10,000 for an engineer in New York?
Mr. WasHiNngToN. 1 do not know whether he brought that in or

whether he brought it up.
in one of the Kansas Cit,
Seantor HasTiNGs.

City?
Mr. WASHINGTON.

Senator HasTings.

Mr. WASHINGTON.

Senator HasTINGS.

That was part of the published stutements
papers. .. .
When did you read it in the papers in Kansas

At the time—I do not remember the date.

Do you mean within the past week or 10 days?
Yes, sir.

What is your recollection of that conversation

in that hotel that day?

Mr. WASHINGTON.,
having taken place.

Senator Has1inas.

Mr. WASHINGTON.

Senator HasTiNGS.

Mr. WASBHINGTON.

I have no recollection of any such conversation

Do you remember any conversation?

No, sir; I do not remember the—-

Did you introduce Edgecomb to Helvering?
Yes; I think so.

Senator HasTinas. And what did you talk about?

Mr. WasHiNngToN. Oh, I would say about the settlement of the case.
I do not remember just exactly what was said about the matter, but
we discussed the settlement of the tax case.

Senator HasTiNGs.
Mr. WASHINGTON.

time.

Senator HasTINGS.

Mr. WASHINGTON.

Was there anything said about a fee?
The contract had already been made at that

Was there anything said there about a fee?
Not that I recall.
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, Senator HastiNgs. Let me call your attention to a letter written
by Edgecomb to his associates in which he says ‘It was necessary for
someone to go to Washington with these gentlemen; and immediately -
on my arrival there I was informed they could not act under our
eontract, as it was necessary to paz some engineer whose name was
not mentioned, of New York City, the sum of $10,000 for his signature
to a valuation estimate on our property before any wells were brought
in, and I then made the following contract.” :

Mr. WasHINGTON. I do not remember anything about any such
conversation. '

Senator HasTiNGgs. You say no such conversation took place?

Mr. WasHiNgTON. That would be my recollection. I remember
nothing about any conversation of that kind having taken place.

Senator HasTiNgs. Was not the original contract made with them,
that they were to pay a fee of $2,500 and then they were to pay
another fee of $2,5600 subsequently?

Mr.. WasHINGTON. No contract of that kind was made. [ think
that there was a proposal of that kind made, but if a contract was
made I am not familiar with it. I do not think there was.

Senator HasTiNgs. Where was this first conversation about the
Trap Shooters Oil Co. case between you and Mr. Helvering and the
owners of the Trap Shooters Qil Co.?

Mr. WasHiNagTON. In my office in Wichita, Kans.

Sem‘}tor Hastings. In your office? What time of day or night
was it

Mr. WasHiNGgTON. I could not tell you what time of day it was.

Senator Hastines. Did Mr. Helvering take all of the $2,500 or did
he give you your share of it?

Mr. &ABHINGTON. I think he gave me my proportion of it.

Senator Hastings. What was your proportion of it?

Mr. WasHINGTON. I do not recall. 1 rather believe that the divi-
sion of that fee was 50-50.

Senator HasTiNGgs. You think that was 50-50?

Mr. WasHINGTON. Yes, sir,

Senator HasTings. Mr. Edgecomb says thdt:

I objected in strong language to become a party to any such graft and in the
way I have drawn up this contract, we should get 31,505 back if final is $3,000
below $25,817.50, whioch I am positive it wil) be, and the interest accrued on the
money we have had on deposit, should make the other $1,000 necessary to pay
back $2,600 borrowed, and as I have eliminated the second $2,500 the taxes
should be adjusted at no cost to us and allow them quite a fee, if adjusted.

Mr. WasHiNGgTON. So far as I know there was no contract made. |
collected the fee for Mr, Helvering. He had the contract on the bank.
I think that Mr, Edgecomb gave me a check for it.

Senator HasTiNGs. For the difference, for what?

Mr. WasninagToN. For the difference between the tax and the

smount of money on deposit in the bank. :
. Senator HasTiNgs. Did they get the $2,500 back or not?
" . Mr. WasninagToN. I do not remember ai)out that.

Senator HasTings. Mr. Edgecomb says that they took the $2,500
S p!\:t_ of it and then gave the whole of the amount to you and you paid
. "the tax. What i8 your recollection about that? - )

‘Mr, WasninarpN. I rather think that he made a check himself for
the tax, and whether or not the $2,600 was taken out I do not remem-
ber about that.
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Senator Hastings. That was not the contract, was it? That they

were to get $2,600 back?
. Mr. WasningToN. Well I am not sure about that. As I remember
it, it was not. However, I would not say definitely about the $2,500,
whether that was to be a part of the fee or whether that was paid as a
retainer, but I know there was $2,500 paid. That is quite clear in
my mind.

Senator Hastings. You do not remember whether that was to be
paid back again in case they made this settleraent or not, do you?

Mr. WasHiNgTON. No, sir; I do not remember. I do not remember
if it was paid back. I remember there was a deduction but for what

urpose I do not know. We had a good deal of difficulty with the
ank in getting them to release the funds.

Senator Hastings. What difficulty did you have with the bank
in that respect?

Mr, WasninagroN. They just did not want to pay the amount.

Senator Hastings. You mean upon the order of the directors and
so on they did not want to pay it?

Mr. WasniNgTON. Yes, sir.

Senator HastiNgs. Now I want to call your attention to this
Trap Shooters Oil Co. case, this report, and to a memorandum that is
written in here, signed C. F. Poweﬁl, and addressed to Mr. King:

As the property was entirely gone in 2 years, I have determined the tabulations
computed by Mr. Washington is correst. Signed “C. F. Powell.”

Do you remember that?

Mr. WasningToN. [ do not remember it.

Senator HasTinGgs. Do you remember settlement was made with
Powell?

Mr. WasuingroN. No; I don’t remember it.

Senator Ilastings. How many times did you appear in the depart-
ment in this Trap Shooters Oil Co. case? :

Mr. WasHingToN. I think one time.

Senator HasTings. Do you know whether Mr. Helvering ever
appeared in it?

r. WasuinogToN. I imagine he did.

Senator Hastings. Do you know whether he did or not?

Mr. WasningTon. No, sir.

Senator Hastings. He did not appear with Mr. Edgecomb when
you went there and had this hearing, did he?

Mr. WasuinoToN. I do not remember about that.

Senator Hastings. Mr. Chairman, that is all of the questions
I have now.

Senator BaiLey. Did you write that contract in the hotel room the
same day Mr. Edgecomb came?

Mr. Wasningron. What contract?

Senator BaiLey. The contract for the Trap Shooters Oil Co. case.

Mr. WasninagToN. Covering the fee?

Senator BaiLey. Yes.

Mr, WasHingroN. No, sir.

Senator BaiLey. Did you have anything to do with it?

Mr. WasHinaTon. I don’t know anything about the contract.

Senator BaiLey., Were you there when it was made?

174661—33.~p7 2——0
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Mr. WasHiNgToN. I do not remember that any contract was made
"in the hotel room. The contract that I have knowledge of was made
1 in my office in Wichita, Kans.

Senator BaiLey. What were the terms of that contract?

Mr. WasniNgTON. As I stated them previously in my testimony.

Senator BaiLEy. And was that in writing?

Mr. WasHiNgToN. As I remember it, yes, sir. 1 have recollection
ofﬁ Mr. Helvering dictating the contract to my stenographer in my
office.

Senator BaiLey. You know of no contract made at Washington?

Mr. WasHinagToN. No, sir. )

Senator BalLEY. You know of no subsequent contract whatever?

Mr. WasniNngroN. No, sir.

Senator BaiLey. Well, now, was the final settlement according to
the terms of the contract made in Kansas?

Mr. WasHINGTON. Yes; I would say it would have been.

Senator BaiLey. You entered into that, did you not?

Mr, WasHiNgTON. Yes, sir.

Senator BaiLey. Well, now, state whether or not it was.

Mr. WasningToN, Well, I would say it was. I am quite sure it
was settled in accordance with the terms of that contract.

Senator BaiLey. Then you know of no contract at all under the
terms of which Mr. Helvering was to be paid $10,000 flat for his
services?

Mr. WasningToN. No, sir. I certainly do not.

Senator BAiLEY. There was nothing of that kind?

Mr. WasninaToN. I know nothing of that kind.

Senator BaiLey. What day did you get to Washington?

Mr. WasHingToN. I do not remember.
~ Senator BaiLey. This time.

Mr. WasHiNgTON. Oh, this time?

Senator BaiLey. Monday morning?

Mr. Wasninaton. Yes, sir.

Senator BaiLey. What time did you see Mr. Helvering?

Mr. WasningToN. Isaw him Monday morning.

Senator BaiLey. Soon after you got here?

*Mr. WasHINGTON. Yes, sir.

Senator BaiLevy. How did you come to go to sece him? What
induce(t‘you to go to see him?

Mr. WasuingToN. Well, I just could not answer you that. 1 just
wanted to sce him and talk to him about it. Mr. Helvering and 1
have been friends for a good many years.

Senator BaiLey. How did you know where he was?

Mr. WasHingTON. I read in the press where he was.

Senator BaiLey. What paper?

Mr. WasninaToN. One of my local papers.

Senator BaiLey. Name it.

Mr. WasHiNagTON. I read the Kansas City Star and the Kansas
City Journal and Post, and at times I read other papers, but I think
that this was in one of those papers.

Senator Baiuey. You think it was?

Mr, WasaiNgTON, Yes, sir. But I know that I read it in the press.

Senator BaiLgy. How iong did you remain at Mr. Helvering’s?

Mr. WasningToN. Oh, I would say 46 minutes.

CLATHET
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_Senator BaiLey. Have you had any other conferences or discus-
sions of this case, since you have been here, with anyone else?

Mr. WasniNgTon. [ Kave talked with Mr. McDonald.

Senator BaiLey. Who else? What was the subject of that con-
vorsation?

Mr. WasninaTron. We just talked about different phases of the case.

Senator BaiLey. Of which casa?

Mr. Wasninagron. Of their own case, the Slim Jim Oil Co. case.

Senator BamLey. And the Trap Shooters Oil Co. case?

Mr. WasmingToN. No, sir.

Senator BaiLey. About the Slim Jim case?

Mr. WasHiNgToN. About the Slim Jim case. I do not know
whether Mr. McDonald knows anything about the Trap Shooters
case or not.

Senator BaiLey. Did you have any communication with Mr.
Helvering before you came here on this trip?

Mr. WasHiNGTON. No, sir. 1 had no communication with him.

. Senator BaiLey. Did you have any communication with anyone
in Washington?

Mr. WasniNgToN. No, sir.

The CHAirRMAN. You were subpenaed to come here, were you not?

Mr. Wasningron. Yes, sir.

Senator Hasmings. Did not Mr. Helvering have a copy of these
hearings and read to you in this conference various portions of it?

Mr. WasuingToN. No, sir; I do not know.

Senator Hastings. You did not see any part of them?

Mr. WasningTon. No, sir.

The CHairMaN. You say you resigned from the department in
December 1917?

Mr. WasninGgroN. Yes, sir; in December.

The Cuairman. And when did you start in business for yourself?

Mr. WasHinGgTON. Immediately thereafter.

The CuairmaN. And Mr. Henry resigned out of the Departient
in June 1919, did he not?

Mr. WasuingTon. No, sir; 1 think he resigned in January or
February 1019.

The Cuamrman. January or February of that year?

Mr. WasimingToN. Yes, sir.

The Cuairman. When was the first case you gave to Mr. Helver-

ing?
. %\41‘. WasningToN. I think Mr. Henry had a case with Mr, Helver-
ing before I did. The first case 1 had anytlxing to do with sending to

r. Helvering or recommending him was the Slim Jim case.

Tho Cuamrman. When was that?

Mr. WasniNngToN. That was in the summer of 1919.

The CuairMaN. There was not any understanding that he was to
goet out of Congress, was there, and you all were to enter into any
agreement about this business? _

Mr. WasHninaToN. I did not know Mr. Helvering while he was in
Congress.

TEG CuairMAN. You did not know him until he got out of Congress
and started to practicing law? )

Mr, WasninaTon. As well as I can recollect the first time I met
Mr. Helvering was on the 5th day of July, 1919.
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The CuatrMaN. What business are you engaged in now?

Mr. WasHiNGgTON. Mausoleums, building and constructing meaus-
oleums in Texas, and I live in Kansas City, Mo.

The CuairMAN. Ars there any other questions?

Senator Hastings. I would like for him to come back. .

The CHairMAN. Come back Thursday morning, Mr. Washington.

Mr. WasHINGTON, At what time?

The CHaIrMAN. The committee meets at 10 o’clock.

TESTIMONY OF FOREST LUTHER

(The witness was duly sworn by the chairman.)

Mr. Hastings. What is your address?

Mr, Luraer. Cimmaron, Kans.

Senator HasTings. You were before the committee the other day
and explained about a certain contract that was made by the stock-
holders or directors of the Trap Shooters Oil Co. and Mr. Helvering
out in Kansas.

Mr. LuTHER. Yes, sir,

Senator Hastings. Now I ask you to look at this copy of a letter
dated April 7, 1920, addressed *Gentlemen”, signed by Edgecombe,
which is apparently a lotter, and that is his recoﬁection also, directed
by him to his associates in the matter. 1 would like for you to read
that letter through, to read that contract and see if that refreshes your

* recollection.

(Mr. Luther was handed some papers to read, after which the
examination was continued as follows:)

Senator HastiNGs. Apparently from this paper there were two
contracts made, the first one made in Kansas being to the effect that-
$2,500 should be paid in cash as a retainer and that a further sum of
$2,500 should be paid regardless of the result, and that in addition
that they should have 50 percent of what they could save out of this
$25,817.50.

According to Edgecomb, when they came to Washington, Helverin
and Washington said they could not operate under that contract an
it was necessary -for him to make a new contract. He thereupon
made a new contract, giving them as & {ee all they could save out of
$25,817.50, less the $2,500 which they had borrowed, which was to
be returned to them in case at least $3,000 was saved. Does that
refresh your recollection about any of it?

Mr. LutHer. Senator, I do not know just who this letter could
have gone out to unless it might have gone out to notify all the
stockholders, but as far as part of the action that Mr. lidgecomb
says was taken there, it is not correct.

Senator Hastinos. What part of it is not correct?

Mr. Lurner. Mr, Edgecomb, I do not think, called the stock-
holders together at the time he made the deal with Mr. Helvering.

Senator Hastings. That is true. He does not say so and the
testimony shows that Edgecorb was not present when the originel
agreement was made. It was made with the other directors and
he consented over the telephono to bear his part of the note.

- M=, Lurner, Yes, sir.

Senator Hastings. Now, his statement is that when he came to

Washington he was informed by Harry Washington and by Mr.
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Helvering that they could not operate under that contract which the
rest of you had made in Kansas; it would be necessary to make a new
contract, and he thereupon made a new contract and he is making a
report to his associates as to the kind of new contract that he had
made. I would like for you to give it a little thought and see if you
can refresh your recollection about it.

The CuairMaNn. And the settlement was actually made in con-
formity with this contract.

Mr. Lutngr. I do not know that there were two contracts imade,
Senator. I do not think that there ever was.

Senator Hastings. You think the original contract made in Kansas
provided for Washington and Henry to get all the fee that they could
save out of this $25,817.507

Mr. Luruer. Yes, sir.

Senator HastTings. Let me ask you this.  Who paid off the $2,500
note?

Mr. Luruer. That was mentioned there that day. My memory
is just a little indistinet. I know who signed the note.

Senator HastiNngs, Was not the note paid out of the money that
you had in bank and not out of the individual bank accounts of the
members of that company?

Mr. LurHgn. anﬁly I do not remember. My impression was
that the members signed the note and procured the money at that
time. It was discussed there that day, the settlement.

Senator HastiNngs. Would it be inconvenient for you tu wait over
until day after tomorrow?

Mr. Luruaer. 1 believe I could wait over if necessary.

S(';nnt,or Hastings. Will you take this copy of this contract with
you!

Mr. Lurner. I will be glad to.

Senator Hastings. And see if you can refresh your recollection and

come back before the committee.

Is there anybody else who wishes to ask him any questions?
The Cuamman, I do not want to ask him any questions.
Mr. Luther, remain over until day after tomorrow morning.

TESTIMONY OF ROY J. HENNINGS

(The witness was duly sworn by the chairman.)

Senator Hasrings. Are you now with the Internal Revenue
Department?

Mr. Hennings. No; I am not.

Senator Hastings. How long has it been since you were with them?

Mr. Hennings. .1 think I went out of the Department before 1924.

Senator HasTiNGgs. And how long were you in the service?

Mr. Hennings. Well, I went in the service in 1918.

Senator Hastinegs. I will ask you whether you, together with Mr.
L. D. Hickman, made a report under date of May 18, 1022, in the
matter of the Slim Jim Qil Co. case.

Mr. Hennings. Well, yes; I did, with Mr. Hickman, but 1 just
cannot say definitely as to that date. But I know I made the investi-
gation with Mr. Hickman.
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Senator HasTings. I call your attention to a statement in that
report on page 12 reading as follows, and I want to see if you can
recall this matter:

On May 8, 1922, a3 part of the investigation of the 8lim Jim Oil Co. Mr. T J.
McDonaId} a stockholder of the company was interviewed and questioned at his
home at Wichita, Kans.

Did you see Mr. McDonald out here today?

Mr. HEnNINGs. Yes, sir. ) ) ) )

Senator HasTiNGs. Do you remember that interview with him at
his home at Wichita, Kans.? Let me continue:
being the only known official of the company now resident in Wichita, he was
presented with the commissioner’s letter authorizing a reinvestigation of the
case and a demand was made upon him for the books of the company. Being
off his guard, he stated u&gn the return of Mr. J. B. Titus, the former president
of the corporation from Washington, D.C., immediately following a conference
with the income tax unit wherein a settlement was reached as to the tax liability
of the corporation, that said Titus informed him that there was no one present at
the conference except himeelf, Titus, and the Government officials; that Mr.
Harry M. Washington and Mr. Gu I!Ielvering, his attorney, were not present at
the conference but remained at the hotel; that Mr. Titus at the conference
explained to the income tax unit the operations, the transactions of the corpora-
tion with reference to the amount of taxes paid; that he, Titus, then returned to
the hotel and secured the renewal returns which Mr. Washington had prepared
and then read it; that after the second conference at which the returns were
approved he was further informed by Titus that the income tax unit asked him,

itus, if the settlement was entirely satisfactory to him; that the income tax unit
also informed him that nothing was to be said regarding the manner or method
or with regard to the settlemen*

Mr. Hennings., I do no. remember all that is in there. It has
been so long and so many things have transpired since then, but it
seems to me that I do remember of going to the home or some of us
went to the home of Mr. McDonald, but I do not remember just what.

Senator Hasrings. Have you any doubt that the statement made
in this report is correct?

Senator ConnaLLY. I do not think that is a proper question, Mr.,
Chairman. It is his own statement, is it not? Does it not purport
to be his statement?

Senator Hastings. That is right

Senator ConnaLLY. He can use it for the purpose of refreshing
his memory.

Senator CLark. Do you have any recollection of any such con-
versation?

Mr. HenNINGs. No; I do not. That is as to the conversation
part of it.

* Senator HasTings. I insist on my question. I asked the witness,
an inspector

The Cuairman. Go ahead.

Senator Hastings. Have you any idea that that report made by
g'ou ;md your associate at that time is a correct statement of the
acts

Mr, HenniNgs. If that is our report turned in under our signa-
ture, it must undoubtedly be a correct statement of what was made.

Senator HasTinGgs. Is that a true report?

Mr. Hennings. Yes, sir; we tried to give the facts.

Senator HasTinGgs. And nothing but the facts?

Mr. Hennings. No, sir.

8!

h
a

w

fc

©C
th

th



that
can

T. J.
.t his

1 at

wus
@.he
ein
'Jen%
nce
ility
t at

tat
nee
ora-
1to
ared
rere
1im,
anit
shod

108
Lt
- us
de
1r.
ot
ng

TN=-

88,

2y
he

NOMINATION OF QUY T. HELVERING 147

Senator Crark. But you have no independent recollection of any
such conversation?

Mr. HenninGs. Right now, I do not.

The CuairMaN. You made a lot of investigations and wrote a lot
of reports, did you not?

Mr. Henninags. Yes, sir; I did.

The CHAIRMAN. And it is pretty hard to remember now all that
transpired in those investigations?

Senator ConnaLLy. Is that the original report or a copy.
hSenator Hastings It is evidently a copy. It is not signed hy
them.

The CuairMAN. You believe that is the report you made?

Mr. HEnNiNGs. Yes, sir; I think about going to Mr. MeDonald's
in regard to the collection of the tax—I forget about this report.

Senator Crark. Does that report show that Mr. Hennings was
personally present at the conversation?

Senator Hasrings. I just read you what it says.

Senator CONNALLY. en three or four of you are operating in a
town, one of you would interview one man and one another, and some-
hody else another, and when you make your report, you make it all
as one report, do you not?

Mr. HENNINGS. Yes, sir.

Senator ConNALLY. So that that report may have been stating
whn'.?t somebody else said to Mr. McDonald rather than you, could it
not

Mr. HEnNNINGS. Yes, sir; and he probably said this is the fact I
found, and we would put it in.

Senator ConNaLLv. And consolidate it all into one report?

Mr. HenniNags. Yes, sir.

Senator HasTiNGS. As a matter of fact did you not all go in pairs
usually in making these investigations? Did you or did you not?

Mr. HENNINGS. In some cases we did and in some we went in-
dividually and combined the report. I know in investigating this
company Mr. Hickman was really the man in charge of writing up
the report.

The Cuairman. He really wrote up the report, then?

Mr. HENNINGS. Yes, sir,

Senator Hastinags. Do you know where he is now?

Mr. HEnNinGgs. He is dead.

Senator ConnNaLLy. Is he the man that Mr. McDonald was asked
if he remembered him coming there?

Senator Hastings. Yes, sir.

Senator CLark. “On May 22 (this is part of the investigation of
the Slim Jim Oil Co.) Mr. T. J. McDonald, a stockholder of the com-
gany was interviewed and questioned at his l‘xome.in'Wichita, Kans.

eing the only known oflicial now resident in Wichita he was pre-
sented with the commissioner’s letter’” and so forth. Do you have
any independent recollection at all whether you talked to Mr. Mec-
Donald about this particular case?

Mr. Henning. I will tell you what I am recalling. When the tax
was assessed—we were trying to collect the tax and% think it was at

that time that he went to Mr. McDonald to collect the taxes. That
l? what I remember. As far as that particular instance, I do not recall
that.
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Senator HasTings. Will you take these papers and take care of :

them and go over that report?
Mr. HenNiNGgs. Yes, sir; T will be {glad to do that.
Senator Hasminas, And see wheth

refreshed by Thursday.

Mr. HENNINGS. Yes, sir. Do you want to mark them some way?
(It was agreed that the papers should be identified by the initials

J. L. W.—22 pages.)
TESTIMONY OF MR. DON HENRY, LAWRENCE, KANS.

(The witness was duly sworn by the chairman.)

Senator HaetTings, Mr. Henry, are you still in the business or ;

profession of anditing?
Mr. Henry. No.

er your recollection can be -

Senator HastiNgs. How long has it been since you were in that .

business? .

Mr. Henry. I believe I sold my business in 1985 or 1926—1I forget -

just which it was.

Senator HastiNgs. You were admitied to practice before the .

deggrtment, were you not?
r. Henry. Yes, sir.

Senator Hastings. In 1921 or 19227 "

Mr. Henry. In February 1922.

Senator HasTings. In Kebruary 1922. Did ylou ever have any-
thing to do with the Slim Jim Qil Co. case settlemént?

Mgr. Henry. No. i

Senator HasTings. Did you have a definite agreement with Mr,
Helvering about the cases that he handled here fn Washington for
your firm?

Mr. Henry, I had charge of the Topeka and Kansas City offices.
We had a verbal agreement, as I recall, as to compensation for his
services,

Senator HasTinags. In your testimony before the committee on
admission, you testified that that agreement was 33% percent to Mr.
Helvering and 66% percent to your firm at the beginning, and that you
subsequently changed that to 40 percent to Mr. Helvering and 60
percent to your firm.

Mr. Henry, I believe that is right, but there were certain cases
which came up that the percentage varied—it was on the merits of
each individual case. But the second understanding was 60-40.

Senator CLArRk. Did that agreement also apply to the office of
Mr. Washington?

. Mr. Henry. Mr. Washington handled that by himself. I do not
know what the agreement was. )

Senator Hastinags. Did you ever have anything to do with the
Slim Jim Oil Co. case, either the original settlement or the reauditing:
of the books of the company?

Mr. Henry. No. . .

. Senator HasTiNgs. You had nothing to do with it at all?

- Mr. Henry. Nothing whatsoever.
.r-Benator HasTiNgs. Did you ever have any talk with Mr, Helvering
in respect to it?

Mr. Henry. No.
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Senator Hastings. Mr. Helvering in his testimony states with
respect to that case:

We had a hearing on the basis of an audit made by this company.

Senator Hasrinas, The firm of Washington, Henry & Co.?

Mr. HeLvERrING. Yes, sir; that audit revealed a cash liability of $450,000.
We fought that through the department, through the advisory committee, and
it was fixed at a certain amount along about that figure. A year or so after-
wards they called me and wanted me to go back to fight that case over.

You did not go back over it?

Mr. HENnRrY. No, sir.

Senator Hastings. Continuing, I read:

The CHa1RMAN. Who called you? :

Mr. HELveERING. Washington, Henry & Co. They said there had been a
reaudit down there. They came up and of course I intended to continue to
fight the case out for them, but they came up and admitted to me that the
original audit which they had set uP and on which I had depended to make this
settlement had, with the cooperation of certain officers of the company, been
{).added, and I refused to have auything more to do with the case from that

ime on.

Did you make any such admission for your company to Mr.
Helvering?

Mr. HeEngry. No, sir.

Senator HasTings, You do not know anything about the books
having been padded?

Mr. Henry. I do not know anything about the Slim Jim Qil Co.
case at all. 1 never saw the books.

Senator HasTings. You never had anythirg to do with that?

Mr. HEnry. No, sir.

Senator HasTings, Do you know anything about the matter of
the Trap Shooters Oil Co. case?

Mr. Henry. No, sir.

Senator Hastings. You had nothing to do with that, either, did
you?

Mr. Henry. No, sir.

Mr. Rice. Mr. Henry, there was an application made by you and
by Mr. Washington in 1921 or 1922 for enrollment before the bureau
here in Washington?

Mr. HEnry. Yes, sir.

Mr. Rice. And at that time or some time previous to that you
learned of charges having been made of Mr. Washington soliciting
business or obtaining business in an irregular manner?

Mr. HEnry. Yes, sir.

Mr. Rice. Had you ever known of him doing that?

Mr. Henry. No, sir.

Mr. Rice. While he was your psrtner?

Mr. Henry. No, sir.

Mr. Rice. He was your partner?

Mr. Henry. Yes, sir.

Mr. Rice. He was your partner and that was never called to your
attention? L

Mr. Henry. Not until the charge was made by the commissioner.

Senator CLark. There was a lengthy investigation before you were
admitted to practice, was there not?

Mr. Henry. Yes, sir; there was.
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.Senator CLARE. And after that lengthy investigation you wero
admitted to practice?

Mr. Henry. Unanimously; yes, sir..

Senator CLarg. That is all.

TESTIMONY OF FRED D. LAMB-—Resumed

(The witness was previously duly sworn by the chairman.)

Senator HasTings. Mr. Castle before the committee said he never
had any conversation with you about any money and the post office;
that prior to your appointment he had not been speaking to you for
about 8 months, and that subsequently you did speak to him and he
told you that he did not want you to speak to him, or words to that
effect; that he did not want to have anything to do with you. Can
you enlighten the committee any on that?

Mr. Lams. He stated heretofore that he said that to me four times.
Tl}g last time he said it to me he has not spoken to me since he last
said 1t.

Senator HasTings. Was that the time you made the remark to
them you made here?

Mr. Lams. Yes, sir.

The CralrMAN. You say he had said that to vou four times?

Mr. Lans. Yes, sir.

The CrairMAN. What was it you have in mind he said to you?

Mr. Lams. That I would have to put up $1,000 for the office.

The CrairMaN. This remark that he is taiking about, though, is
that he said he was coming down by the Palace on the street and
you met and you spoke to him and he turned around and called you
a sucker, or something—he did not want you to speak to him or
something; that you made no reply, and he made none, and you just
went on. Do you recall that?

Mr. Lams. I do not remember that.

Senator CLARK. Where was the first of these conversations?

Mr. Laus. In my office.

Senator CLARK. Which office?

Mr. Lams. News‘i‘aper office.

Senator Crark. That was after you had been appointed post-
master, was it not? :

Mr. Lams. No, sir.

Senator CLArk. Do you remember he came to you before you were
first appointed acting postmaster and told you that?

Mr. Lams. Yes, sir.

Senator CLARK. When was the second time?

Mz. Lams. I do not remember. Probably two or three weeks.

Senator CLArRk. When was this, as near as you can recall—this
first conversation, with reference to the time of your appointment as
postmaster? :

“:Mr. Laus, I just cannot recall it. .

Senator CLaArRk. About how long before you were appointed post-

master did you have this conversation?

© Mr., Lams. 1 ima&‘ﬁe it was a month, or something like that.
Senator CLARK, en was the next conversation?
Mr. Laus. I would say about 3 weeks.
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Senator CLark. When was the next one with reference to your
appointment as postmaster?

_Mr. Lams. There were four times between the first one and the
timo I was appointed.

Senator CLark. In other words, after Mr. Castle had served notice
on you four times in a month that you would not be appointed unless
you put up a thousand dollars, yonu were appointed?

Mr. Lams. After that.

Senator ConNaLLY. And you did not put up any thousand dollars?

Mr. Lams. No, sir.

Senator CLark. But did offer to cancel some advertising bills?

Mr., Lams. Yes, sir.

Senator HasTings. And you were appointed over Helvering's
protest, were you not?

Mr. Lamn. Yes, sir.

Senator Crark. How do you know you were appointed over Hel-
vering's protest?

Mr. Lams. Because I know he was protesting.

Senator CLark. Before your first appointment?

Mr. Lams. No.

Senator CLark. You were not appointed the first time over Hel-
vering’s protest, were you?

Mr. Lams. No, sir. I got a recess appointment.

Senator Crark. He recommended you at first and the time he
recommended you was after these four conversations with Castle,
was'it not? That is what you just testified to here.

Mr. Lanms. Yes, sir, that is true.

The CuairmaN, And do you say, too, after that you had Mr.
Helvering with you at home for lunch?

Mr. Lams. Yes, sir.

o Tl}eQCHAmMAN. How long after these conversations with Mr.
-agtle!

Mr. Lams. I do not remember how long.

The CuairmMan. You had been serving as postmaster for how long?

Mr. Lams. Just a short time.

The Cuairman. Well, about how long?

Mr. Lams. Well, I would sny about two or three months.

The CHAIRMAN. You were acting then under the temporary ap-
pointment.

Mr. LamB. Recess appointment.

The CrairMaN. You thought very well of Mr. Helvering?

Mr. Lams. Why, yes. . )

The CnairMaN. But you would not have invited him to your home
for dinner? You did, though, did you not?

Mr. Lams. I did not invite him for that purpose.

The Cuairman. What did you invite him for? )

Mr. Lams. Iinvited him because I heard these things about it and
I wanted to seec if he would say anything to me about it.

The CralrMaN. But you did invite him?

Mr. Laus. Yes, sir. .

The CHairMAN. You were on good terms with him?

r. Lanus. Yes, sir. .

The CrairMaN. And after that you did not get sore at him?

Mr. Lanmn. Till during the recess appointment.
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Senator CLARK. And after you learned he was opposed to your
permanent appointment?

Mr. Lams. Yes, sir.

Senator CoNNALLY. You invited him to your home not because
you wanted to show him’any courtesy or show gratitude for his sup-
port, but to entrap him to see if he would say anything about the
thousand dollars? A
. Mr. Lams. I wanted to see if he would say anything to me about it.

Senator CoNNALLY. You invited him there with the hope that you
would get something out of him about it?

Mr. Lams. Yes, sir. .

Senator ConNALLY. And at that time you were in hopes you would
get his approval of your postmastership appointment. He had given
you that appointment, had he not?

Mr. Lams. Yes, sir.

Senator ConnaLLy. And you were enjoying that office and that
profitable employment through his capacity of %riondship for you, and
while you were doing that you invited him to your home so that you
could entrap him and get him to make some damaging admissions and
get something on him and then force your permanent appointment.

Mr. Lams. Not to

Senator CoNNaLLY. Is not that true?

Mr. Lamb. Repeat that question,

Senator CoNNALLY. I say K'(I)u had gotten the postoffice under a
recess appointment because Mr. Helvering had recommended you
and approved your appointment.

Mr. EAMB. eg, sir,

Senator ConNaxLY. You were enjoying the office, and instead of
inviting him to your home through appreciation of what he had done
for you or through (Fratitude or courtesy, you invited him with the
hope that you would entrap him into making some damaging admis-
sions about the thousand dollars or about money and you could then
have something on him by which you could force him to reappoint
you for the full term?

Mr. Lams. No, sir. I meant to say I invited him there to see if he
would say anything about it. '

Senator ConnNaLLY. Had you asked him whether he had heard
anything?

r. LamMs. No, sir. I was hoping he would say somethinfg.

Senator CoNnNALLY. You were hoping he would say something and
you would have something on him?

Mr. Lams. No, sir, if he wanted to make a remark like that and
tell me something like that, it was all right.

Senator ConnaLLY. Had you given the thousand dollars?

Mr. Laume. No, sir. '
~ Senator CLARK. But you had previously mentioned it in his pres-
énce at your last meeting with Mr. Castle when you told him to ‘“‘go
to hell”’? .

Mr. Lamp. Yes, sir.

Senator CLARE. And according to your provious testimony, he
stood mute, and thereafter you turned around and invited him to

our house in the hope that he would make some damaging admission.

hat is the statement of your present testimony. It that what you
want to stand? ,
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Mr. Lamsp. Yes, sir, that is correct. o )

Senator Hastings. The truth of it is your only difficulty with him
was that he was trying to get a thousand dollars out of you in order
to recommend you for permanent appointiment as postmaster?

Mr. Lams. That is correct.

Senator Crank. Had you had any message from Mr. Castle or
anybody else after your appointment as permanent postmaster and
bez)re you had Mr. Helverinﬁ at your house? I mean after your
temporary appointment and before you were confirmed, had you
received any message from anybody between the time of your tem-
porary appointment and your having Mr. Helvering at your house?

Mr. Lams. No, sir. Nobody told me.

Senator CLARK. So, having been appointed, after having received
these four messages through Castle, and you returned the words ‘“‘go
to hell,” did you ever have reason to believe Mr. Helvering was trying
to get a thousand dollars from you?

Mr. Lams. Only from rumors that people told me.

Senator CLark. Who were the people that told you that?

Mr. Laun. I mean by that the case of the ex-postmaster. That
was after I was appointed. .

Senator Crark. That was after you were appointed, and you had
Helvering at your house and hoped you would get him to say some-

thing?

Mgr. Lams. That is right.

Senator CLARK. So, as the Senator said, at the time you had him
at your house you had no reason on earth to believe he was trying
to get a thousand dollars from you, is that right?

Mr. Lars. The reason was Castle had come to me.

. Senator CLark. You had been appointed since Castle had come
o you.
enator HasTings. That was a temporary appointment.

Senator ConnaLLy. If you had gotten this permanent appoint-
ment, you never would have said anything agout this thousand
dollars to Castle, would you?

Mr. Lans. I doubt it very much,

Senator ConNaLLY. You would not have been telling all this stuff
about Helvering tryin%{to got a thousand dollars from you?

Sonator Hastings. He did get the permanent appointment.

The CuairmaN. I do not understand what you mean by that when
You say you doubt it.

r. Lams. I doubt whether I would or not.
. Senator Cranrk. You were perfectly willing to cancel a debt IHelver-
ing owed you to get the appointment, but you were not willing te put
up money, is that right?

Mr. Lams. It was an advertising bill.

Senator CLark. Well, it was a debt he owed you. You were willing
to cancel the debt he owed you to get the permanent appointment,
but you were not willing to put up any money. That was your state

of mind? That is what you t,est.iged to.
Mr. Lams. That is what I testified to.
Senator HastiNngs. What was that amount?
Mr. Lams, I do not remember. It was not very much.
Senator HasTings. Was it a large sum of money?
Mr. Lams. It was not very much.
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Senator Hasrtings. Did the possibility of your not getting the
amount have anyting to do with it?

Mr. Laus. No, sir.

Senator HastiNgs, You were sure he would pay you?

Mr. Lams. For the advertising?

Senator Hastings. Yes.

Mr. Lams. I do not know whether it was ever paid or not.

Senator ConNALLY. You were appointed and were not confirmed
because of a recess appointment, and then the regular appointment
cameo up later on. If you had gotten that you never would have said
anything about this thousand gollars talk, would you?

r. LamB. I do not know.

Senator ConNaLLy. If he had given you the appointment—Ilet us
say if he had given you the permanent appointment and you had got
the job, you would not have gone around telling about him trying to
get a thousand dollars out of you, though you did not pay a cent?

Mr. Lams. I do not remember telling it.

Senator ConnNaLLY. You have told it here. Would you or would
you not have been a8 mum as an oyster and not said a word if you had
gotten that permanent appointment?

Mr. Lams. 1 do not know whether I would or not.

Senator HasTiNgs. You were appointed temporarily on April 1,
1919; is that correct?

Mr. Lams. That is correct.

Senator Hastings. And until you were confirmed there was no
permanent appointment about it. It could have been withdrawn
any time; is that correct?

r. Lamp. Yes, sir. -

Senator HasTiNgs. And then there came these messages to you
about Mr. Holvering wanting some money?

Senator CLarRk. He did not testify that. He testified these were
before he was appointed.

Mr. Lams. That is correct.

Senator Hastings. And the question then was whether or not you
. had to pay Mr. Helvering this money in order to get the pormanent
eppointment, not the temporary appointment, is that correct?

r. Lams. That is it.

Senator CLark. Did you not testify here 20 minutes ago that all
your conversations with Castle were before you recoived the tempo-
rary appointment and before you were in the post office at all?

Mr. Lams. That is true.

Senator CLArk. So that your recent statement io Senator Hastings
that these conversations with Castle took place between the time you
got the temporary appointment and the time you got the appoint-
ment were not true?

- Mr. Lams. After the time I had the conversation with Frank——
_.Benator CLARK. Let us call up your convorsations with Castle.
*They were all before you got the temporary appointment and before
you were ever in the post office, is not that correct?

r. Lamp. Yes, sir. .

Senator ConnaLLy. Did Helvering.ever say anything to you in his
life about this money?.

Mr. Lams. No, sir.
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Senator CoNNaLLY. You were with him and had him in your home
and were around him a iot?

Mr. Lams. I was not around him a lot, only during the campaign
and meeting him.,

Senator ConnaLLy. He never had at any time made any intimation
to you that he expected you to pay a thousand dollars, had he?

Mr. Lams. No, sir.

Senator CLARk. Had you ever seen Helvering before you had this
misunderstanding with him when you tried to borrow $1,200 and he
would not lend it to you?

Mr. Lamn, No, sir, I did not even know him then. I did not know
he was in the United States.

Senator CLark. In other words, you testified earlier in the after-
noon that you had a misunderstanding with Helvering really when
you went down there and saw him the first time in your life. You tried
to borrow $1,200 from him and he would not lend it to you and that
constituted the misunderstanding.

Mr. Lams. That is all the understanding there was.

(Thereupon, at 5:50 o’clock p.m., the committee adjourned until
Thursday morning, May 25, 1933, at 10 o’clock.)




CONFIRMATION OF GUY T, HELVERING

THURSBDAY, MAY 26, 1933
UNITED STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee niet, pursuant to recess, at 10 o’clock a.m., in the
Military Affairs Committee room, United States Capitol, Senator
Pat Harrison presiding.

Present: Senators Ig{arriﬁon (chairman), George, Connally, Clark,
. Waslh, La Follette, Jr., Metcalf, and Walcott.
' Present also: Guy T, Helvering, and Carl V. Rice, attorney for
. Gl’?‘r T. Helvering.

he CuairMaN. The committee will come to order.

STATEMENT OF J. C. TITUS, LOS ANGELES, CALIF.

d. C. Tirus called as a witness, under oath, made the following
statement:

The CrairMaN. Give the reporter your full name and address.
. ll\_Ifr. Tirus. J. C. Titus, 325 Rimpaul Boulevard, Los Angeles,
alif.
The CnairMaN. Proceed, Senator Hastings.
Senator Hastings. Mr, Tiius, you were president of the Slim Jim
Oil Co. at the time it was being operated?
Mr. Titus. Yes, sir; Slim Juin Oil & Gas Co.
Senator Hastings. Did you employ Washington, Henry & Co. in
relation to your tax matters?
Mr. Trrus. Yes, sir.
Senator Hastings. Who was the first counsel thet you employed
relating to that matter? :
Mr. Titus. R. L. Holmes.
Senator Hastings. What was his name?
Mr. Tirus. R. L. Holmes.
v b S’}anutor Hastings. What was his law firm’s name, if you remem
er :
Mr. Tirus. Holmes & Yanke. E
Senator Hastings. How long did he work on the case for you?
Mr. Tirus. I imagine about 2} years.
Senator Hastings. He didn’t effect any settlement for you?
Mr. Titus. No, sir. :
Senator Hastings. Then, what did you do? Whom did you
employ after that?
Mr. Titus. As an attorney, do you mean?
Senator Hastings. I will withdraw that. Did you take the matter
out of Mr. Holmes' hands?
Mr. Tirus. Yes, sir.
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Senator HastiNas. And in whose hands did you place it?
Mr. TrTus. Mr. Gﬁy Helvering, as the sttornoy. We, previous to
a

that, had employed Harry Washington, as an accountant.

Senator HasTiNgs. Was Washington employed as an accountant at
the time Holmes was working on the case?

Mr. Tirus. During the latter part of the time.

Senator HasTiNGgs. And at whose suggestion did you employ
Mr. Helvering?

Mr. Tyrus. Well, I don’t know. Wae had been working on this case
over here for about 2} years, during which time Mr. Holines and I
made innumerable visits here. I can’t tell you how many. I didn’t
do anything for 2 ycars but work on that case, and we didn’t seem to
be fet.tin anywhere. It seemed to me were just goin% around in
wcircles. e was & very competent attorney, however, but 1 don’t

think he was very familiar with tax matters. It was all rather new
when we started in. We rather came to the conclusion after a while
that it was more of an accounting problem than it was a legal matter,
-and decided that we should have some accountant on the case.
Harry Washington’s firm seemed to be the best firm we had in our
town and we retained them.

The CuairmMaN. When was that? A

Mr. Tyrus. It has been a long time. .

The CuarrMAN. I know it has.

Mr. Tirus. And this thing has come upon me very suddenly.
I haven’t a record to go by. I may make some mistaies on this,
Will you tell me just what that question was?

Senator HastiNgs. Let me refresh your recollection by calling
attention to the fact that the letter issued by the Department fixing
the amount of the tax is dated December 9, 1919. How long was it
before that that you employed Washington?

Mr. Tirvus. You know, Iy just don’t believe I know.

Senator HasTings. Was it during the summer before?

Mr. Titus. It would be purely a guess on my part, but I would
imagine several months-——maybe not more than a month. I really
don’t know.

Senator Hastings. Did you know or did Washington tell you that
while he was in the Revenue Department that he had fixed this tax
for the year 19177

Mr. Tirus. I don’t think so. I do remember, however, that Harry
Washinﬁt,on came t¢ our office and made some kind of a chieck-up
very early in the game, when he was in the employ of the Government.
I don’t know what his report was.

Senator HasTiNGgs. But at the time you employed Washington,
you knew that he had been connected with the Revenue Department
and had checked your taxes?

Mr. Trrus. Yes, sir; no, I didn’t know that he had checked our
_taxes, but I knew that he came down to our office and in a rather brief
manner checked up our accounts down there.

Thg CHairmaN. That was when he was employed by the Govern-

ont '

'mMr TiTus. Yes.
" Senator Hastings. That was when he was on official business?
*.:Mr. Titos. Yes, sir.
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.

Senator HasTiNgs. He came to your office at that time on oflicial
business?

Mr. Tirus. Yes, sir.

Senator Waicorr. Pardon e, Senator Hastings, you don’t mean
this particular tax involved here, do you?

Senator Hastings., Yes, .

Senator Wavrcorr. That is, he checked up oflicially?

Senator HastiNags. Yes. The record shows that Washington,
when he was in the department, fixed this tax originally.

Mr. Titus. Well, I don’t know that. I can’t believe he fixed our
tax, because he never had any assessment against us until 2 years
after he was down and checked us up. As I recall it, it was my first
experience with the Revenue Department at all, and I just barely re-
call he came down to our office one time and asked us some questions
and made—well, not very much of an investigation—but made some
kind of a veport.

The Cuairman. How long was that before you employed Mr.
Washington?

Mr. Trrus. Oh, I imagine it must have been 2 years.

Senator Hastings. In the report made by the revenue agents,
Hickmoan and Hennings, under date of May 18, 1922, this statement
is made:

Deputy Collector H. Washiugton, in his report of July 1, 1917, attached,
states as followa:

‘“March 21, 1917, the company (Slitm Jim) sold its one half interest for
$1,750,000. After reviewing all tgese transactions and book entries with the
officers of the Slim Jim Oil & Gas Co., it is quite evident to us that this company
now proposes to inctude these amounts as income for the year 1916 in an effort
to evade the increase in the rate of income tax as well as the excess profits tax
which it will likely have to pay if the profit is properly returned in the year 1917.”

At the time you employed Mr. Washington, did you know Mr.
Helvering at all?

Mr. Tirus. No, sir.

Senator Hastings. Who introduced you to Mr. Helvering?

Mr. Trrus, I don’t know that.

Senator Hastinas. Have you any doubt that it was Washington?

Mr. Titus. Yes; and I wiﬁ tell you just as well as I can.

Senator HasTinGgs. Yes.

Mr, Trrus. As I say, we had been working over hera in the Depart-
ment for a matter of, in a general way, 2 years, perhaps longer, with
Mr. Holmes and did not seem to be getting our case settled. We
were very anxious indeed to get a settlement. The company was
sold, and it was our desire to liquidate it, but we could not liquidate
it, of course, without having settlement with the Government and
paying our tax. Some of us—three, I believe, of our stockholders—
were very insistent that we distribute our funds. They were ull in
cash, I believe, or Liberty bonds. During the first drive we prac-
ticaﬂy put all the money we had into Liberty bonds. That was the
only thing that enabled our town to go over on its assessinent. But
we were not satisfied with the progress we were making, and I talked
to a good many people, oil men, who had had cases over here. I
don’t remember who. The consensus of opinion among them scemed
to be that we should have a Washington attorney representing us
here, someone who was more familiar with the Department and prac-

ticing before it. Thrt brought up a discussion as to whom we should
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employ. I remember quite distinctly that we had two peorle in
mind. One wes Mr. Heivering and the other was Mr. Jouett Shouse,
whom I never met. . '

b Tl;e CHAIRMAN. At that time both of them vd;ore practicing law
ere

Mr. Tirus. That is what I understood. I remember quite well
that I attempted to investigate these people through the banks. I
went to Mr. Dan Callahan, a friend of mine, president of the Fourth
National Bank of Wichita. He was quite strong in his idea that
Jouett Shouse should be the man I should employ, but I don’t remem-
ber just what finally caused him to employ Helvering, but out of the
two we ultimately decided to employ him.

Senator Hastings. Did you make a contract with him?

Mr. Titus. We did.

Senator HasTings. What was that contract?

Mr. Tirus. I wish I could tell you that. I can’t exactly remem-
ber it, although I remember that we had a written contract. I re-
member that 1t wasn’t very long. It was on one sheet of paper. I
can’t recall how much it was. %t seemed to me that it was $20,000.
I remember distinctly that I objected to the fee. I thought it was
too much. I remember saying to one of our directors that I thought
it was at least $5,000 too high, and I do remember that ultimately it
was agreed thet he should pay whatever expenses we would owe the
Washington firm for the accounting. In other words, that that
should be embodied in the one charge, which was a concession from
the amount that he originally wanted. 1 am sorry I haven’t a copy
of that contract. It should be somewhere, but I don’t have it.

The CHAIRMAN. Mr. Helvering was to pay that?

Mr. Trrus. Yes, sir.

Senator HastiNngs. Where was that contract made?

Mr. Tirus. In Wichita.,

Senator HasTings. In 'Wichita?

Mr. Tirus. Yes, sir.

Senator Hastings, Did Mr. Helvering come there at your request?

Mr. Trrus. That I don’t know. I just remember that we em-
plosyed him there.

enator HasTinas. After employing Mr. Helvering, did you again
come to Washington?

Mr. Trrus. You mean——

Senator HasTiNgs. At any time before the settlement of your case?

Mr. Titus. Oh, yes; certainly.

Senator HasTings. With whom did you come?

Mr. Titus. I came here 8o many times, it may be a little confusing,
but my best recollection is that we employcd Mr. Helvering and a
comparatively short length of time after that we rececived a telegram
to be here on & certain date. I presumo that he had arranged a
meetin(i. At any rate we received a telegram to be hore on a cortain
date. It is my recollection that Mr. C. H. T:gvlor, who was one of
iour directors and stockholders, and myself, and, I think, Mr. Titus
'was with me a¢ that time, and Mr. Washington camo here. I think
‘that was the time that Mr. Washington's wife was also in the party.
- Senator HasTiNGgs, At that time did you go to the Department?
+ Mr. Trrus. Yes, sir. g
" 8enator HaaTiNgs. And who went with you to the Department?
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Mr. Tirus. Well, I went several times.

Senator Hastings. During that trip?

Mr. Trrus. Yes, sir, My memory is that the first time we went
over there Mr. Taylor and I went over there with Mr. Helvering and
went up to Mr. Roper’s office.

Senator Hastings. Did you see Mr. Roper on that occasion?

Mr. Tirus. Yes, sir. :

Senator Hastings. Saw him personally?

Mr. Tirus. Yes, sir.

Senator HasTings. At the time you went there, did you discuss the
case with Mr. Roper?

Mr. Trrus. Somowhat. Shall I tell you the best of my memory
what happened?

Senator Hastinags. That is right. I realize it is a long time ago,
and that is the best you can do.

. Senator WaLsH. Has the witness stated the amount that was
involved in this tax matter?

Senator Hastinas. He has not been asked that particular question.

Senator WaLsH. I was not in the room, and did not know.

Mr. Terus. My best recollection is that Mr. Helvering introduced
us to Mr. Roper and said:

Mr. Roper, these men have a tax case before your Dcpartment involving a
considerable amount of money. They have been coming over here more or less

coatlir:iuously for a long period of time, and are very anxious to get the case
settled.

Senator WaLsu. Was this your firat visit?

Mr. Trrus. Oh, no, sir.

Senator WavLsn. You had been here before?

Senator Hastings. This was the first visit with Mr. Helvering.
I might state, Senator, he has stated he had been working with other
counsel for 2 years prior to that time.

Sehator Wavrsu. I see; before he changed?

Senator HasTings. Before he changed over to Mr. Helvering.

Mr. Tirus. I think Mr. Helvering told Mr. Roper that we still had
something like a half million dollars in our treasury and that we were
willing to pay. I can’t be sure exactly, but in a general way, he told
them that we were willing to pay 2 just tax, or something that we
would consider equitable, within the bounds of reason, or some such
words. I remember Mr. Roper’s reply quite well. e said, “ Well,
these men seem to want to pay a just tax, and the Government needs
the money, and I am going to appoint a man to hear this case and give
him full instructions or power to settle it.”” That was the gist of the
conversation as I recall it. .

Senator Hastines. Did he name the party he proposed to appoint?

Mr. Tirus. Not to the best of my memory. .
thSer(nint,m' Hastings. Did you do anything else in the Department

at day?

Mr. ’gt'rus. That I can not be sure of. I know that we did go back
to sce & Mr. Darnell, whether it was that day or the next day or the
dag following I can’t bo sure.

enator Hastinags. Who was with you when ?you went on those two
occasions, Mr. Taylor, yourself, Mr. Helvering ,
Mr. Titus. You mean when we went to sce Mr. Ropor?
Senator Hastinos. Yes.
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Mr. Tirus. Yes, sir,

Senator HasTings. Was Mr. Washington there?

Mr. Tirus. No, sir. .

Senator HasriNes, When you went back the second time, did you
and Mr. Taylor and Mr. Helvering go?

Mr. Titus. I can’t be sure. I have been so many times that I
won’t be sure about that.

Senator Hastings. Did you ever go without Mr. Helvering?

Mr. Tirus. Yes, sir.

Senator HasTiNgs. Whom did you see during that time?

Mr. Titus. Well, I went over there several times, two or three
times, perhaps, to ses Mr. Darnell. Mr. Helvering may have gone
some of the times. I am reasonably sure that he did not go all the
;ime. Whether Mr. Taylor -went with me each time or not I can’t

e sure.

Senator HasTings. Did Washington ever go with you?

Mr. Tirus. I think not.

Senator HasTings. Was the case settled? Did you remain in
Washington until the case was settled?

Mr. Tirus. Well, we remained here until we arrived at an agree-
ment and filed some of the returns while here.

Senator I1asTiNgs. With whom.did you make that agreement?

Mr. Tirus. With Mr, Darnell,

Senator Hastings. With Mr. Darnell?

Mr. Tirus. Yes, sir.

Senator HasTings. And who was present at the time you made the
agreement,?

Mr. Tirus. Well, I can’t be sure whether Mr. Taylor was with me
or whether I was by myself,

Senator Hastinas. Mr. Helvering was not with you?

Mr. Tirus. 1 think not.

Senator Hastings. In order to refresh your recollection, Mr.
McDonald stated to the revenue officers who were investigaming this
matter afterward, that, “Upon the return of Mr. J. C. Titus, the
former president of the corporation, from Washington immediately
following a conference with the Income Tax Unit”’—you say that
was with Mr, Darnell?

Mr. Tirus. Yes, sir.

Senator HasTings. ‘‘Wherein a settlement was reached as to the
tax liability of the corporation, that said Titus informed him that there
was no one present at the conference except himsel! (Titus) and the
Government officials.”

Mr. Tirys. 1f Mr. McDonald said that at tho time I would imagine
that would have been correct, although I don’t remember,

Senator HasTings. Your independent rocollection is that you were
by yourself, isn’t that correct?

Mr. Titus. I am not certain I was by inyself or whethor Mr, Tay-
lor was with me. 'Mr. Taylor was with me practically svery timo I
went to the Treasury office, I think.

. Senator HasTings. You are quite certain Mr. Washington and Mr.
Helvering were not present? )

Mr. Titus. Yes, sir; that is tho bost of my recollection.

Senator HasriNos, You reached an agreement, and then did you
go back to the Washington Hotel?

B

.
i
;

to
W

re

pa
mi

of
m

R~ — -k~

=




10

neo

il
‘is
Jhe

sy
1mt

Jhe
re
“ho
ino

o

'ou

SR

5
;
?X
,

|
NOMINATION OF GUY T. HELVERING 163

Mr. Titus. I think so. We made up the returns at the Washing-
ton Hotel.

Senator Hastings. Who made them up?

Mr. Tirus. Mr. Washington and I made them up together. He
was very sick, running a high temperature. He was in bed.

Senator CLark.. What was the matter with him, do you remember?

Mr. Tirus. He had a terrible cold and a fever.

Senator Hasrings. He stated he had the flu.

Mr. Titrus. Well, I guess it was. You can call a cold a flu. My
recollection is that we worked very late at night. He was in bed
part of the time. Of course, I am not an aocountant; 1 couldn’t
make up a return. My recollection is, however, that we made them
up together. Of course, he did all the figuring.

Senator Hastings. Was Helvering there?

Mr. Trrus. No, sir.

Senator Hastings. Where was Mr. Helvering?

Mr. Tirus. I don’t know.

Senator Hastinags. Well, hs was here at the time?

Mr. Tirus. So far as I know. He was not with us,

Senator HasTiNngs. Wasn’t he handling your case for you?

Mr. Tirus. We had him employed as an attorney, but the method
of making up these returns was agreed upon by Mr. Darnell and
myself over there.

Senator HasTings. Did you tell Mr. Helvering what agreement
you had reached?

Mr. Tirus. 1 don’t believe so.

Senator Hastings. You mean you reached an agreement with the
Tax Division without telling Mr. Helvering at all?

Mr. Titrus. I believe so. Perhaps you would like me to tell you
that to the best of my memory, the way it occurred.

Senator HasTinGs. As you recollect 1t.

Mr. Trrus. When this Mr. Darnell—I don’t know whether it was
the day I met Mr. Roper or & day or two following; I don’t remember
whether 1 went down there by myself or whether Mr. Helvering
took me, but I would imegine Mr. Helvering took me, because
have no recollection of just going to a strange office by mysclf—at
any rate, I remember having a telephone call come over to the Wash-
ington Hotel asking me to come over to the Treasury Department to
& certain room at a certain hour.

Senator HasTinas. That is a telephone message from the Treasury
Department, or was it from Mr. Washington or Mr. Helverihg?

Mr. Titus. Oh, no; from the Treasury Department.

Senator HasTings. From the Treasury Department?

Mr. Titus. Yes; and [ went over there. Whether Mr. Taylor
went with me or not I can’t be sure. It was Mr. Darnell’s oftice. 1
went in and sat down at a desk-——I remember that—right ncross from
him, I remember he had a big file on the desk and he said, *‘ This is
the file of the Slim Jim Oil Co. ense. I have been through this file
but I would like to have you just tell mo the story of the Slim Jim oil

. in your own way,” which I did from its very inception up to that
peint. ~ When I finished, I remember he snid to mo,* Mr. Titus, that
is about the cleancst statement I have ever had a taxpayer make
that is in as bad a trouble as you are.” 1 said, **Well, Mr. Darnell,

have been here two yenrs. T am just about oxhausted. 1 want to
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sottle this case. I haven’t been able to do rmything for two yonrs
but fight this case. I can’t go in business; I can’t invest any money.”’
- We still had, as I recall-~I am hazy on figures, but approximately a
half million dollars in the treasury. “If we could settle this case for
something near that amount, I lt.;{xink we would pay it, although we
did not think we owed it.”” It has always been my belief and still is
that we did not owe any of that tux. He said, “Well, I have been-
delegated or instructed to hear this case and settle it.”
Senator Warsa. What is that? ‘
Mr. Tirus. “I have been delegated or instructed to hear this case r
and settle it. I am going to settle it for you this time.” !
I remember we discussed the method of making out the returns at
that time. As I told iou before, I am not an accountant, and I more
- clearly romembered the details at that time, as I had gotten it from

()
accountants and attorneys, than I do today, but I remember telling § P
him that if the case was made up in a certain manner I had an under- } 2
standing that it would amount to approximately the amount of
money that we still had on hand that 1t was my feeling, and that I ¢
believed that the other directors and stockholders would agree toit, | t

that if we could vay approximately that amount of tax that we would .
an it, but if it was going to be much more than that I was going to

e frank in telling him we were going to take the case to the civil
courts. We felt we had to. He said, *“Well, can you make up your ¢
returns on that basis?’ The details of it I now cannot remember.
1 said, “ Yes, sir; I think so.” Of course, I knew I couldn’t personally
do it, but I knew I had an accountant here in Washington, and we

could. s
Senator Hastinas. Referring now to Mr. Washington? S
; Mr. Tirus. Washington, e said, ‘“How soon can you make it
ER those returns up, do you think?” My recollection is, I said, “I v
R 1 think perhaps by tomorrow.” Maybe I said the day after tomorrow.
BN | . I don’t remember. It was a reasonably short length of time. He T
e . said, “ You go back to your hotel and make the rcturns up on that g
£ basis for the corporation and for as many of the stockholders as b
i possible, or all of them,” I don’t know which. I had most of their pe
__gl. figures. You understand this case carried a lot of surtaxes for the ]
g various individual stockholders who were in it on account of this
4 Iarge distribution of money. He said, “ You make those returns up
T an brinF them back over to me as soon as you can, or within a
' reasonably short length of time.’”” That is when I went back to the L
hotel and made those returns up with Mr. Washington.

R e

Senator Hastings, Mr. Titus, I show you a return dated the 3d
day of December 1919, and sworn to in the presence of K. M. Nolan,
a notary public, whom I have since ascertained was a clerk at the
Washington Hotel at that time. I show you these figures. See if w
you can recall who made up the report.
» Mr. Trrus, It is my writing.
« - . Benator Havstines, It is your writing?

* &Mr, Tirus, Yes, sir, )
. Benator HasTings. I was going to say to you that Mr. Washington

-

: gaid it was not his writing. tir
! Mr. Titus, Yes, sir, .
‘ 8enator Hasrings, But it is your writing? to

' - Mr. Tirus. Yen, sir,
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) Sox;utor HasTings. You made it under Mr. Washington's instruc-
tions
Mr. Tirus. Yes, sir. My recollection is he made these returns
all up with a pencil, but he was sick and I copied them with a pen.
Senator HasTiNgs, And that is your handwriting?
Mr. Tirus. Yes, sir,
Senator Hastings. Now, Mr. Titus, when Mr. Helvering was
asked with respect to this matter, he was asked this question:
Senator HastiNngs. Do you remember that James Titus, the president, had
retained the law firm of Holmes, Yanke, Holmes & Eaton, to look after their
interests?
Mr. HerveriNa. I do not.
Senator HasTings. And this statement says:
‘““The senior Holmes made several trips to Washingwon without being able to
effect a settlement. Suddenly and without giving any reason therefor, Titus
paid Holmes for services already rendered, withdrew the case from that firm,

and turned it over to Washington, Henry & Co., through whom a settiement was
effected with Washington for $459,282.17."

That $459,282.17 includes this return which you have just referred
to of $451,00C, plus some $8,000 increase in the 1916 case. Is that
your recollection?

Mr. Trrus. That I dor’t recall,

Senator Hastings. Mr. Helvering says:

Yes, sir; J remember the case.

Senator Has1invas. What are the facts in that case?

Mr. HeLvering. We had a hearing on the basis of an audit made by this
company.

Senator Hasrinas. The firm of Washington, Henry & Co.?

Mr. HeLvERING. Yes, sir; that audit revealed a tax liability of $450,000.
We fought, thiat through the Department, through the advisory comumittee, and
it was fixed at a certain amount along about that figure. A year or so aiter-
ward they called me and wanted me to go back to fight that casc over.

The CuasrmaN. Who called you?

Mr. Hevvening. Washington, Henry & Co. They said there had been a
reaudit down there. They came up and of course I intended to continue to
fight tho case out for them, but they camo uY and admitted to me that the
original audit which they had set up, and on which I had depended to make this
sctflement had, with the cooperation of certain officers of the company, been
padded, and I refused to have anything more to do with the case from that time
on. .

What do you say with respect to that?

Mr. Titis. 1 say there was never a padded figure in our case.

Senator Hastinags. There was later a recopening of this case by the
Department?

Mr. Titus. Yes, sir.

Senator Hastings, And what did you do then?

Senator WaLsy. When was that, Senator?

Senator Hastinas. That was, I think, in 1921, some 2 years after-
ward, wasn’t it?

Mr. Tirus. If you will let me refer to this memorandum here.

Senator HasTiNGs, Suro}i.

Mr. Titus. Would you like me to tell that in my own way?

Senator Hastinas. Toll that in your own way, please. .

Mr. Trrus. This case, to my best memory, was scttled the first
time in November or Decembor of 1919. )

Senator Hastings, I think I have already called your sttention
to the fact that your amended return is dato December 3, and the




letter fixing the figure was sent out by the Departmont underda f
December 9, 80 that your recollection 18 not far wrong.

Mr. Tirus. Some time after 1919, in June, I think 1921, I moved

with my family from Wichita to Los Angeles, where I have resided
. ever since. At that time I thought our case was completely settled.
Would you like me to go back a minute on the settlement of the case?

Senator HasTings. 1 don’t want to go into the question of the read-
justment, or how that was effected, because that, from my point of
view is not erticularly interesting. I just want to know when you
got into additional trouble the next thing you did.

Mr. Trrus. I would like to tell you what I said to Mr. Darnell when
we settled the case, however.

Senator Hasrings. All right.

Mr. Trrus. 1 took those returns back over to Mr. Darnell and he
looked &t them, . He said to me, ‘“ Well, this doesn’t figure as high as
you said it would.” It figures $250,000 odd. You read the amount.

Seantor Hastings. Yes.

Mr. Titus. He said, ‘I understood you to say it would total more
than thet.” I said, “Well, Mr. Darnell, I am not an accountant.
That was my understanding of about what it would figure, but in
making up these returns, this is the way it actually figures out.”
He seemed rather reluctant at first to accept the returns, owing to the
fact that they were not quite as large as I had intimated to him that I
thought they would figure, but finally he said, “Well, I have been
instructed to settle this case and I am going to settle it. You file
these returns with me here, as many of them as you can.” My
recollection is that there were several that had to be made up in
Wichita, the men were not here, and they had other incomes inter-
mingled with their dividends from this, which mado somewhat of a
change in the surtaxes. He said, “You go back home and file the
rest of the returns for the men whose returns you cannot file here,
and send them in, and then wait for your bill to go through, which
will go through the regular channels, through your collector out there,
and when it comes, just pay it and that is all.”

I said to him, ‘“ All right, Mr. Helvering—"' or “Mr. Darnell, but
there is just one thing I want to say to you right now about this case.
I have been here for practically 2 years and a half. Now, we don’t
think we owe this money but we are willing to pay it, but there is
one thing I want to know before we pay this money to the Govern-
ment, and that is, is this a complete and final settlement?” He said,
“This is ositiveiy & final settlemont and you can forget the Slim
Jim Oil Co.” 1 said, ““All right.”

As I say, I moved to California in June, I think it was 1921, I
was living there and in May, I think the latter part of May 1922, I
reccived a franked letter, an envelope, no postage, from Mr. Blair's
office. It contained a carbon copy of a letter that he had written to
Senator Curtis.

- Senator Crark. To whom? . :

Mr. Trrus. To Senator Curtis. The gist of that letter was that
he had received & letter from Senator Curtis, stating that Sonator
Curtis had received a letter from a constituent of his requesting that
the income tax phase of the Slim Jim Oil & Gas Co. and J. C. Titus

investigated.

Seneator CLARK. Do you know the name of the coustituent?

BEST AVAILABLE COPY
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. Mr. Trrus. And he wishes to assure the Senator that a thorough
Investigation will be made.
Senator Crark. Do you know the name of the constituent who
wrote to Senator Curtis?
Mr. Trtus. It didn’t say. I am telling you exactly as I recall what
that letter said. :
Senator Hastings. I might say, if any of the Senators are inter-
ested, a copy of that letter is in this file.
Mr. Trrus. That was the first intimation I had that our case was
oing to be reopened. My recollection is that very soon after that
received cither & communication from the Department or a letter
from some of my former directors in Wichita that we had received
& notification of the opening of the case. I remember I wrote a
letter to Mr. Helvering, told him that the case was being opened.
I was at a loss to understand why, and I asked him what we should
do in the matter. - I received an answer from him. He said he was
willing to do anything that hie could to help us. Hoe said he thought
the former adjudication of the case would stand up in court, but it
would be better that we employ a different counsel at that time. 1
loft California and came to Washington. Mr. Taylor came also and
Joined me. We went up as soon a8 we arrived to call on Mr. Blair
and told him we were much surprised and astounded that our case
had been opened. I seid we had settled our case in perfect good
faith and had been assured that it was a complete and final statement.
e had stated at the time that we would not pay the money unless
wo were assured that it was a final statement, and could not under-
stand on what grounds he was opening the case. I don’t remember
exactly what he said to me, but his attitude was very different from
any attitude I had ever received here from an official in the Treasury
Jepartment before. I was very emphatic. I remember 1 said to
him, “Why, Mr. Blair, if this case is rcopened and the assessment
runs against us such as is discussed, I have two old stockholders in
this company, one is a widow, and it will completely wreck her; she
will lose her home.”
Senator WaLsn. What was the settlement discussed? You used
the words ““such n sottloment as was discussed.”’
Mr. Tirus. O, this settlemont we had made back here.
mSet.'mt,or Hasrings. No, you referred to the proposed new assess-
ent.
Mr. Tirus. Oh, yes.
Senator Wavrsu. What was that?
Mr. Tirus. I don’t know.
i"?~‘30!mt,or Hastinas. It was somothing over a million dollars, wnsn’t

Mr. Tirus. It was a large amount; I know that.

Senator Warsn. He in this conversation told you there was going
to be a new assessment, did he?

Mr. Tirus. I don’t remember whother he said there was going to

8 new assessment or whether he said we had received a notice of
the oase being reopened. Or whothor wo had an nctunl assessment
against us,

Senator CLark. Where did you got the nmount you mentioned
here?  You said, “If an asscasmont was mado such ns was being dis-

" it would ruin your stockholders.  Where did you get tho

amount?

P
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Mr. Titus. Apparently I must have had something, because I
know I said that to him.

Senator WALsH. 1s thore any doubt of your knowing of an assess-
ment of a million dollars if it was being levied upon you before you
left Loos Angeles end came to Washington? Is thore any doubt in
your mind about that? )

Mr. Titus. Yes, this case went through so many ramifications.

Senator WaLsH. 1 should think if a man got an assessment of a
million dollars he would remember it the rest of his life.

Senator HasTiNgs. I am mistaken about the amount. It was
eight hundred and some odd thousand dollars.

Senator Warsu. That is near enough. )

Senator HasTiNgs. You go right ahead, sir.

Mr. Tirus. I remember his reply to me. He said, “ That would be
regrettable but if she owes the tax, she will have to pay.” I remember
he was very emphatic, that he pounded on his desk with his fist.
When Mr. Taylor and I went out I said, ‘Taylor, we are convicted
over here without a hearing.” Well, we went back to the hotel and
naturally we were quite disturbed, didn’t know what do to, didn’t
know any attorneys in this town. We thought we necded one pretty
bad. I finally said to Mr. Taylor, ‘“There is an old friend of my
father’s down here in the House of Representatives, I am going down
to see him, Poley Tincher. He was Congressman from Kansas. I
went down to see Mr. Tincher. ‘I had never seen him-before. 1
told him what my troubles were. He said, ‘“Well, what was the
matter with your first settlement?’”’ Or, * Your settlement.” Thero
was only one sottlement under discussion that had taken place at
that time. I said, “Well, Mr. Tincher, I don’t know. I made that
settlement in perfect good faith. I never withheld a figure of any
kind from the Department. They knew everything about my case
that I knew.”

Senator Hastings. You hadn’t defrauded tm(hody?

Mr. Tirus. I don’t think so. He said, “Waell, I knew your father
for a good many years.” Father is dead.

Senator Hastings. Did you at his suggestion employ additional
counsel?

Mr. Trrus. Yes, sir.

Senator Hastinags. The pearticular thing that I am interested in,
and inquiring about, is whether or not you did employ Mr. Helvering
and you have explained that, that you wrote him a letter and that he
suggested it would probably be better for you to get other counsel.
- n?ator Crarg. Have you got that letter in your possession, Mr.

itus

Mr. Titus. Which letter?

Senator CLaRK. The letter Helvering wrote you?

Mr. Tirus. No, sir. L

Senator CLark. What did you do with it? . .

Mr. Titus. 1 don’t remember. I remoember him writing me a
letter, and I remember the gist of it. .

" Benator Hastines. Did you confer with Washington, Henry & Co.
again with reference to your taxea? Did you omp oy thom again?

Mr. Tirus. No, =ir, but if I can got back to Poley Tincher. He
said, “If you will wait a day or two, I will eall you ur and toll you
what I think you should do.” He called me up at the hotel and said,
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“Well, come down to my office. I would like to see you.” I went
down there and he said, *“Well,”” he said, “ Your case is politics. I
am going to suggest to you what I think you shoujd do. am going
to_tell you some attorneys -that I think you shquld employ.” He
said, *“The best thing for you to do is to get them|in a room and hire
them at the same time.” He said, “I think you ¢an hire the two for
the price of one if you get them in the room at the same time.” 1
said, ‘“Well, thank you for that, Mr. Tincher.;, Who are they?"
Ho said, “A Mr. Edwin Colladay, I believe, and E. E. Gann.” 1
said, “Well, where will I find these people, Mr. "‘incher?" He told
me where one of their offices was, I don’t remen{ber which. [ said,
“Well, Mr. Tincher, will it be asking too much of ydu to take me up
there and introduce me to those people?’ He said} “No, I will do
that.” Wo got a taxicab and went to one of theif offices, 1 don’t
know which one, and both those gentlemen weré there, or came
there. Poley oxcused himself and went out and we tried to drive a
trade as to what their fee would be to take this case. I explained the
case in a genersl way to them. I remember we had another battle
as to what the foe was to be.

Senator HasTings. Were thoy Democrats or Republicans that you
employed at that time?

Mr. Tirus. I didn’t know at the time, but I later understood that
Mr. Colladay was a Republican and Mr. Gann & Democrat.

Senator Crark. How much time elapsed would you say between
the time Senator Curtis had your case and the time you employed his
brother-in-law to get you out of it?

Mr. Tirus. Well, I have already stated I have received this copy
of the letter written by Mr. Blair probably the latter part of May 1922,

Senator CLark. Just fix the time as nearly as you can.

Mr. Titus. Let me see. I think the case was opened in June.

N Senq{tor Crarg. Mr. Gann was Senator Curtis’ brother-in-law, was
e not

Mr. Trtus. I didn’t know it at the time—-—

Senator CLARK. You know it now.

Mr. Titus. I know it now.

Senator ConNaLLY. Mr. Colladay was Republican National Com-
mitteeman for the District of Columbia at that time?

Mr, Tirus. Yes, sir; I found that out.

Senator ConNatLLy. Mr. Tincher told you he thought this was a
political case?

Mr. Titus. Yes, sir.

Senator CLARK. You found out a lot of things about this case as
you went alongl, didn’t you, Mr. Titus?

Mr. Trrus. T did.

The CHairMAN. Any other questions, Senator Hastings?

Senator Hastings. I am through with the witness. )

Senator ConnaLLY. Did you get rosults after you got Mr, Colla-
day and Mr. Gann? . .

r. Titus, 1 thought very indifferent results. Wo paid approxi-
mately, all of us, a quarter of a million dollars.

Senator ConnatLy. That was n whole lot less than $800,000,

¢ wasn't it?

Mr. Titus. Oh, yos; but L don’t think thoy meant that $800,000.
That was a bluff.
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Senator CLARk. Did you ever find out who wrote Senator Curtis
about the case?

Mr. Titus. No, sir; but I would like to know.

Senator Hasrings. I would like to say to the witness, you have
given us what I consider an intelligent history of the case and I want
to congratulate you for %ving the information.

Senator CLARE. Mr. Titus, in these hearings we have been goin
somewhat intc the matter of fees. What fee did you pay the pation
committeeman of the District of Columbia and Iéennt,or Curtis’
brother-in-law for handling the matter for you. .

Mr. Tirus. When I left home it was in my mind it was in my
mind it was $20,000. 1t is my recollection that they wanted $30,000.
In about an hour that I bad before I caught my train, I checked my
files as best I could, and I found this receipt sent.to me by Mr. Mc-
Donald, which shows the proportionate amount:of their fee which
each stockholder peid. It shows a total of $16,000. I am not quite
clear whether there may have been a retainer in addition to that or
not, but I don't think so. It sags—-would you like me to read it?

Senator CLArk. Yes; I would be glad to have you do so.

Mr. Trtus. It says: ‘“My proportionate share of $16,000 for pro-
fessional service rendered to date in re additional income-tax assess-
ment against the Slim Jim Oil & Gas Co., and yourself as a stock-
holder thereof.” And then my amount is set out there as $2,600,
and they are all enumerated here; it totals $16,000.

Senator Hasminags. May I suggest, Mr. éhairman, before the
witness leaves I want to try and find this Curtis letter.

Senator WaLsa. You stated you had been for two years prior to
December 1919 trying to get settlement of this case?

Mr. Trtrus. Yes, sir.

Senator WarLer. You had employed other counsel than the counsel
who settled in 1919?

Mr. Trrus. Yes, sir.

Senator Warsr. Had you had any hearings before the Board here
in Washington during this time? ‘

Mr. Trrus. Innumerable hearings.

- Senator WaLsn. And you were represented at those hearings by

attome%s? S
Mr. Titus. Mr, Holmes.
v Sohator Waraitl' And you were able to make no progress.

Mr. Tyrus. Well, no.

Senator WaLsa. Toward settlement?

Mr. Tirus. We were not able to get a settloment. We made a lot
of progress, around in a circle.

enator Warsa. What was the smallest sum that the Department

was willing to accept when you had other counsel than the counsel

. that finally settled the case?

-» Mr. Tirus. My-recollection is that we never could got anybody
with nerve enough to tell us how much our tax was.

S -:»'Seltmwr Wars. You decided to change counsel prior to Decomber
- 1919

- Mr. Trrys, Prior t6 —- } )
Senator Warss. December 1919 you had your settlemont here in

' ‘Washington.
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Mr. Tirus. Yes, sir.

Senator WavLsn. Who recommended the change in counsel to you?

Mr. Trrus. I answered that, I guess when you were out. I can't
be sure, but I talked to quite a few oil men in Kansas who had had
cases over here, and they all said to me, ‘‘Jim, you are on the wrong
line over there. You are taking a local attorney over there, anc
what you want is a Washington attorney who knows his way around
amongst those committees.”

Senator WavLsH. I remember now, you did name two men, Mr.
Shouse and the respondent here.

Mr. Tirus. Yes.

Senator WavLsu. Had you at that time employed these auditors,
Mr. Washington and his partner?

Mr. Tirus. We employed them before we employed Mr. Helvering.

Senator WaLsHu. Is that the first connection you made leading to a
change in the presentation of your case?

. Mr. Tirus. gVell, when we employed the Washington firm we did
it because we needed an audit of such books, as we had to get them
In more of an iut:elli%ent method to present.

Senator WaLsH. They had not been your auditors while you were
presenting your case during those 2 years?

Mr. Titus. They may have been the latter part of it. In the early
stages of the %ame we did not reslize we needed auditors. When I
first came to Washington on this tax case I don’t think anybody in
Washington knew anything about that law. In the very early stages
that I came I remember that we were even going around to see Scena-
tors. I remember one meeting—— .

Senator WavLsH.' I am not concerned about that. There did come
a time when you did employ Washington, Henry & Co. as auditors.

Mr. Trrus. Yes, sir.

Senator WavLsu. And that was you think some time prior to Decem-
ber 19197

Mr. Trrus. Yes, sir.

Senator WaLsit: Shortly prior thereto?

Mr. Titus. Yes, sir.

Senator WaLsi. And about the same time you changed attorneys?

Mr. Trrus. Changed attorneys a short time after that. )

Senator WavLsn: Did these auditors have anything to do with the
selection of the att,ome{u for you?

Mr. Tirus. I don’t think so. )

Senator WarsH. You don't recall they did?

Mr. T17us. No. . . .

Sonator Wavrsu. That suggestion came from friends in the oil
business in Kansas? .

Mr. Tirus. I really don’t remember where tho suggestion came
from, I just remember I went over to discuss the matter with Dan
Callahan, president of the Fourth National Bank, and that he sug-

eated Jouotte Shouse, but I was alroady talking about Helvoring.
ut I don't remembor whero I first &)t the idoa about Helvering.
_ Senator WaLsn, You came on to Washington and met Mr. Helver-

mﬁ?

Mr. Titus, No, sir; I met him in Wichita. .

Senntor Wavrsu. At his suggestion you came on to Washington?
Mr. Titus. Yes, sir.

i
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Senator WaLsa. How long were you in Washington before you had
a settlement?

Mr. Tirus.- A comparatively short length of time. I can’t say
exactly. It might be a week.

Senator WavLsa. Or less?

Mr. Titus. No, I wouldn’t say that. I don’t think it was less. It
ma& have been more. . .

nator WaLsH. You had one interview with the Commissioner of
Internal Revenue? .

Mr. Tirus. In fact, to my recollection, I saw him twice. I don’t
know the exact date of the settlement, but I do know this; I was in
Washington on Thanksgiving Day prior to a date in December on
which the case was settled, because Mrs. Titus and I attended a foot-
ball game in Philadelphia.

Senator WaLsH. In any event, after the two years of repeated effort
to settle this case, after you had changed counsel and came to Wash-
ington, you did get a settlement within a week or a very short period
of time?

Mr. Titus. Yes, sir.

Senator WaLsH.. That is all. K

The CrairmMaN. Do you wish to ask any questions, Mr. Helvering?

Mr. Rice, Mr. Titus, after you came to Washington Mr. Helver-
ing went with you before the Department officials on several occasions?

. Trtus. 1 remember that he took me in to see Mr. Roper the
first time I was there. I am inclined to think he took me over there
on. one.-or two other occasions, but I can’t be sure. ,

Mr. Rice. He had been handling this case for you. You had em-
%oyed him a month or more than .that prior to the time you came to

ashington?

hMr. 1Tus. I don’t imagine a month. I wouldn’t be sure about
that.

Mr. Rice. Mr. Washington had been preparing or making an
audit of your firm and had the figures which were submitted to Mr.
Helvering at Wichita when he came out there to discuss the case
with you. You went over the case with him at Wichita, I assume?

Mr. Trrus. Yes.

Mr. Rice. You don’t know how many times he appeared before the
Departmont or what he did back here bofore you came here?

Mr. Titus. Certainly I wouldn’t know that.

Mr. Rice. I think that's all.

Senator WaLsa. I desire to ask Mr. Helvering somo questions.

The CitairmaNn. All right. Proceed.

Senator Warss, Mr. Helvering, in your testimony in my absence
the other day, on page 40, you stated:

I urderstand that a certain 8enator—that is hearssy-—said that I made

200,000 in a few months.
“>Was I that Senator?
*-Mr. HeLveriNG. It was reported to me you were.

Senator Warsr: For your inforriwdon I may say that the person
" who reported this to me told me I was mistaken, that it was $500,000
that you made. In view of that statament, I would like to have you
furnish me with a list of all the cases that you had, the persons and
their addresses before this department betweon September 1910 and
March 4, 1921, Will you do that?
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[}
wad §  Mr Hepvening, I will be very glad to do it.
¥ . Senator WarLsu.:And if you have the record of the fees you col-
ay i lected,: T wish you would put it against the names of these cases or
., bersons. / b

- Mr. Heuvering., I will do that.
It = Senator WawLsit. . understand you to say the number of cases you
~ had was about 100: :
< of Mr. HeELvERING. Yes, sir.
Senator WaLsH. I also understood you to say that in three cases
't we first asked you about, you got about $69,000.
i . Mr. HeLvenrinGg. I do not.know what you are referring to. The

in
on three first cases I had was about $16,000.
ot~ Senator WawLsn, I thought your informant ought to know that I
was told that you made $200,000 and that informant said 1 was
ort mistaken, you had made about $500,000.
lgéld REBUTTAL STATEMENT OF S. J. PRATT, MANHATTAN, KANS.
(The,witness was, duly sworn by the cheirman.)
The Cuamrman. Whire'do you live?
g? Mr. Pratr. Manhattan, Kans. , o
or- Senator HastiNgs. Mr. Pratt, d°d you know Mr. Helvering in the
187 year 19197 .
‘Lo Mr. Prarr. Yes, sir. .
ere Senator Hastinas. How long had you known him?
Mr. Prarr. Well, since he went to Congress. I do not know
e what year that was, but somoe time previous to that. He was a
to cundidate for Congress, .
' " Senator Hasrings. Did you know Mr. Fred D. Lamb at that time?
Jut Mr. Prarr. Yes; sir, . .
Senator HasTings. What was your position at that time?
an Mr. Pratr. Let, me sce. I was president of the Citizens State
ir Bn{l!( at that time,’ '
ase Sénator Hastings. In Manhattan?
" Mr. Prarr. Yes, sir. : )
’ Senator Hastines. How long had you been president of that
“he organization? o )
! r. PraTr. Since 1914, I believe it was. : -
Senator Ilastings. Do you remember when Mr. Lamb was ap-
pointed postmaster, given a recess appointment?
Mr. I?RAT’P. I do not remember what year it was. I remembeor
that he was. .
co 8onator Hastings. You remember the incident?
Mr. Prarr. Yos, sir, )
. Sonator Hastings. Did you ever have any talk with Mr. Helver-
ado about Mr. Lamb’s appointment? ‘
r. Prarr. Yes; I think I did. i _
i Senator HasTinags, I want to refresh your cecollection if 1 may,
-5 a reading fromn a lotter directed to the First Assistant i’osupaster
son Bk Ueneral lgoons by Mr. Lamb, dated Qowober 13, 1919, in which he
00 B wys
0u BB - 8. J. Pratt, president of the Citisens State Bank, of Manhattan, informed
nd & . ‘%00 that Mr. Helvering wanted a certaln amount of monoy. My recollection in
nd M. that the amuunt named was $1,000, slthough I am not absolutely sure. Accord-

174051 —38-—prr 2-—-—1
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ing to Mr. Pratt’s statement to me, it was intimated that the money was to be
used to pay a member of the commission for placing me at the top of the list.
I ref to pay a cent, and Mr. Helvering was told I had no money. Mr. Pratt
further reported to me that Mr. Helvering then asked that I make the pay-
ments monthly. I refused to do this, but did offer to release Mr. Helvering
from the payment of a bill for advertising incurred during his previous cam-
paign. r. Pratt roported back that Mr. Helvering stateg that he would not
accept this and, on the other hand, he was not through with me.

Do you remember any such occasion as that?

Mr. Prarr. No, sir; I do not. I remember Mr. Helvering talking
to me, but those details stated there I have no recoliection of them.

Senator HasTiNngs. What did Mr. Helvering talk to you about con-
cerning the post office?

Mr. Prarr. It was about some money hel%ilng in his campaiin
expenses. He had been at great expense in his campaign and he
needed some funds on that score. This matter of placing his name
at the top of the list—I do not think that was ever mentioned. Of
course it has been a long time ago and I have not these facts in my
memory.

Senator HasTiNngs. Did Mr. Helvering request you to solicit funds
from Mr. Lamb for his campaign?

Mr. Prarr., Yeos, sir.

Senator HasTings. Was that after the campaign was over or before
it was over?

Mr. Pratr. 1 could not say as to that, just when it was.

Senator HAB’I};NGB. Mr. Helvering was defeated for Congress at
the November election in 1918, was he not?

Mr. Prarr. I could not tell you that, sir. It is going too far back.

Senator HasTings. Do you remember a special effort made by Mr.
Pratt’s newspaper to help Mr. Helvering in that campaign?

Mr. Prarr. Mr. Lamb’s newspaper, you mean?

. Senator Hasminas, Yes.

Mr. Prarr. I do not remember particularly, but I suppose he did
He was a Democratic editor there, and he Erobably supported Mr.
Helvering, but I do not remember just what he said or how much was:
devoted to it.

Senator HasTiNgs. What sum did Mr. Helvering suggest that you
try to get from Mr, Lamb? '

Mr. Prarr. About $1,000.

ggnat}or HasTings. And did you approach Mr. Lamb upon that
subject

Mr. Pra1T. I told him; yes, sir. .

Senator HasTINGS. And did you suggest to him that if he did not
have the mone¥ that he could pay it in monthg installments?

_ Mr. Pratr. I do not remember the particulars. I just know in
gex}eral I'went to him with it and he did not respond with any money,,.
at least.

Senator Hastings. Did he say why he did not respond?

. Mr. Pratr. 1dd not remember whether he did or not.

‘Benator HasTiNGs. I will ask you whether sometime before that,’
. prior to the purthase of this newspaper by Mr. Lamb, whether ycu

« sent Mr. Lamb tA"Mr. Helvering with the suggestion that he might -
" gét from Mr. Hélvering sufficient money to purchase this newspaper
" and'to\pay on account of it? .

"Mr. Prarr. I have a vague recollection of it.
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' Senator CLARK. In 1014?
i Senator HasTinGs. In 1914, before Mr. Lamb acquired the news-
’  paper. : ‘

‘Mr. Pratr. I do not remember it.

i Senator CrLArk. :Did I_f'ou ever tell Mr. Lamb if he would go down
:31823 Mr. Helvering, Helvering would probably loan him $1,200, in
- Mr. Prarr. I do not know that I did.

‘Mg . :Senator ConNALLY. Mr. Helvering was in Congress at the time

: You speak of, tlxmf to get gou to raise some campaign funds for him?
on- ‘Mr. Pratr. As I remember, he was.

. ISenator CoNNaALLY. Mr. Lamb had already been appointed post-
1%“ master and was at that time in the office?

0 ‘Mr. Prarr. Yes, sir.

PRESY ALY

me .Senator CoNnNaLLY. And so there was nothing that you had any-
of thing to do with in the way of Lamb putting up a thousand dollars
my before he got the office in order to get it? You never made any

&p{'{roach of that kind?
. {Mr. PratT. No, sir.
Senator ConNaLLY. He had already been appointed postmaster
snd Mr. Helvering was having his campaign and he suggested to you
ore he would like to ﬁave you call around among his friends and raise
. 8ome money?
Mr. Prarr. Yes, sir.
at Senator ConnaLLY. Knowing that Mr. Lamb had been appointed
o ¢ by Mr. Helvering, he was one of thore that you approached?
& ~ B Mr. Prarr. Yes, sir. )
r. Senator CoNnNALLY. And you got no money from him?
Mr. Prarr. No,sir. Mr. Helvering never pressed the matter at all.
‘Senator CoNNaLLY. He just let it go?
d . Mr. PraTr. Yes, sir.
1 Senator HasTinGgs. As a matter of fact do you know whether or not
ir. B Mr. Helvering tried to prevent Mr. Lamb from being made perma-
788 nent postmaster at Manhattan?
Mr. Prarr. I never knew of it.
ou Senator HasTings. You did not know?
. Mr. Prarr. No, sir.
Senator Hastinags. He was appointed in February 1920 and served
18t for 4 years, did he not?
- . .Mr. PraTr. I could not give you the dates. but I know he served
his full term out.

nds.

ot ¥  The CrAIRMAN. Are there any other questions to Mr. Pratt?

. t Senator ConNaLLY. Yes. en you approached Lamb, what did
g he say about givin%? Did he say he would or would not or could not,
*»- B or what did he say?-

Mr. Pratr. Well, I just do not recall. I know he did not through:

| M8, :
. §& Senator ConnaLLy. He made no response to you to the effect he

t.. @ would or anything of that kind?

U B Mr. PraTr. I could not say whether he said he would or not. It

ht . bas been so many years ago, and I have had no occasion to review

er it in my mind. !




o

-

3%:3;;.%. 7

- L
ks bl

.

Pralpedi,

PSSR e vy -y

e

S A E

T A
WL A

v

= s e ST

. Thp
b Mr. PRATT.: l\?;au'.

. "Butxon? : I

, f ,” Senator Comﬂmﬁr b That is all there wa.s to 10?
s ‘v""Mr' PraTT. Yeg, sir.

I76 KOMINATION OF GUY ’T‘.'-’HELVL:B’ING

Senator CLARX Where was this conversatlon with Mr. Helvering
in ‘whic¢h-hé told'you to try to’ get contributions from Mr. Lamb?:

Mr. Prarr. I do not know, sir; whether it was in the bank or at
the hotel.
r ‘SBenator- 'CLARK! Had you been m the habit] of raising funds’ for
Mr.:Melvering?:*-

Mr. Prarr. I had for Democrats in generali’ I sent him a little
contribution myself. i
“ SenatoriCLARK. I mean : had you been in the habit and had ho
ever told you to: go out and solicit in past years|for funds?

Mr. Pratt. I do not know that he did. :

¢ Senator CLARK. ‘Did he ever at any time ask ypu to solicit anybody

else for funds? f
Mr. Pratr. I don’t remember that he did. . }

- Senator CLARK: - Did you ever solicit anybody}else for funds?

" Mr. Prarr. 1! presume I'did. I don’t know,ibut I probably did.

'mSenator WarLsH. Why were you seleoted to go 'to Mr. Lamb rather
than somebody else?

Mr. Prarr. 1 do not know other than I wgs a close friend to

Mr Lamb, - i
7 Senator Watsm,! You dld not do any general s hcmng?

""" iiMr¢ PrATY ‘Noj Bir. -

Senator CLARK. Some 2 years after this you; were convnctod of
pmbezzlement, were you not?

DOMr; Prat. ' Yes; sir. ..I do not know how lonf it was. -It was in

1923. TR [N | :
Senator CLARK. And you were sentenced to the penitentiary?

Mr. PraTr. Yes, sir. - '
' Benator Hastinas. How long did you serve?.

Mr. Prarr. One year and ten days. I had 20 years, and I went
off in 1 year and 10 days.

J : Senator CoNNALLY.  You were 8 Democrat, as I understand it.
+Mr..Prarr. Yes, sir. ,
Senator CONNALLY. Mr. Lamb ran a Democrn tic paper -and

Mr. Helvering was the Democratic Congressman, was he not?
Mr. Prarr. Yes, sir. .

Senator ConNALLY. And you were president of: the bank?

b Mr. Prarr. Yeés, sir.

Senator CoNNALLY. Was there anything unus ul in that, being a

blose'friend to Helveting and 'to Lamb and a Democrat and a man

- .engaged in fingncial matters—was there anything unusual in your

busmess, for you‘*to solicit a man to. make a c?nmbutlon to Mr.
Helvering’s carhpaign fund?

., Senator CoNNALLY. Dui you regard it as out of ‘the way? .
#:Mr. ' Prarr. No, sir: : .
. Senator CONNALLY. You say you had yourself made a small contrir

Mr. Prarr. Yes, sir

;. Senator CONNALLY You did not get any money? h .
I"Mr. Prarr. No, sir. i
: !
!
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STATEMENT OF ROY ’J. HENNINGS, -SAN. DIEGO, CALIF.
wer LIS Ao . s ] ..
(The witness was formerly duly sworn by the chairman.)
Senator HasTiNGs. You were sworn;, were you not?
Mr. Henninags. Yes, sir.
Senator Hastings. And I handed you this report dated May 18,
1922, supposed to have been made by you and Mr. Hickman?
. Mr. Henninas. Yes, sir.
Senator Hastings. Have you examined that?
Mr. HennNings. I have, yes, sir.
Senator HasTiNgs. Do you remember that report?
Mr. HennNings. Yes, sir; I do now. o
Senator HasTiNGs. Are the facts stated in there true to the best
of your knowledge-and belief?
r. HENNINGS. ' Yes, sir; they are. ~
Senator Hastings. I desire to make this report—it is rather
lengthy—a part of the record. -
Senator Georan (presiding). Let it go in,
(The report refetl"red to is as follows:)

In re: Slim Jim Oil &: Gas Co., Wichita, District of Kansas. .
Examining officers: L. D. Hickman, agent; Roy J. Hennings, agent. Reexamina-
tion commenced, May 1, 1922, Reexamination completed, May 22, 1922.
Days spent in reexamination, 19. B

May 18, 1922,

INTERNAL REVENUE AGENT IN CHARGE, Wicuita, Kans. -

A reexamination of the books and records of the Slim Jim Oil & Gas Co:
together with photostats furnished by the Department, showing affidavits nnd
amended returns, which are not now a part of the Slim Jim records, for the
years 1916 to 1919, inclusive, disclosed the following in conncetion with its
income and excess-profits liability: :

Summary

Additional ' OVerassesss
tan { ment
| ———
)
. $23, 560. 04
1917 .181,162,050.338 |............08
Additlonal tax due J139,000.20 Lo LLll .

Reference is made to Commissioner's letter under date of March 29, 1922
IT:F:CMJ EMA., and Commissioner’s letter dated April 22, 1922, IT: F: CMJ
EMA., and in accordance with-the instructions contained thercin, we submit the
following:

* HISTORY

"Knowing that gas was being produced in the vicinity -of Augusta, Kans., sinqe"
1906, the Wichita Chamber of Commerce passed a resolutivn in 1913 that &
geologist be employed to survey the immediate vicinity of Wichita to ascertain
whether or not there was a prospect of gas. . .

Mr. C. H. Taylor, of Norman, Okla., was employed as a geologist with com-
nsation of $50 per day. Mr. J. C. Titus was appointed by the Chamber of

“ommerce, as & committee of one, to drive the geologist over the territory. -

They employed about 2 weeks in going over all the territory, in the vicinity of
Wichita, finding that the nearest s)rospcct for gas, and the best, was the lands
immediately west of Augusta. When the geologist made his report, and it was
discovered that this territory was about 20 miles away from Wichita, the Chambef
of Commerce declined to take any action toward developing the territory, as'a
bodr. However, Mr. Titus had become imbued with the notion that this new
territory might contain sas. He, therefore, succeeded in raising money among
his friends, which enabled them to lease the land and drill thereon for gas. The
leases were obtained during the spring of 1914,
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. Muon the Tulsa resfdent attorney for George Bullock, the New York garty tothe
e
“withdrew, and did not take any further part in the consummation of the deal,

: By Constantine Refining Co.

As this territory was unproven, the leases were secured without any bonus, and
cost the association only the expense of securing them. On August 3, 1914, they
brought in a strong gas well, the product of which was sold to the Wichita Natural
Gas Co. On August 18, 1914, the association or partnership resolved itself
into a corporation, arid was chartered, under the laws of the State of Kansas,
with a capital of $12,000.

As each member of the partnership paid in his money, he bought a certain
undivided interest in the leases. When the corporation was organized, stook
was issued to each member of the partnership for his particular interest. The
corporation was formed for the purpose of changing from a partnership to a
corporation. Inasmuch as their interests were taken over by the corporation
at their actual cash value, we are unable to see why the corporation would be
entitled to an appreciated value as paid-in aurplus, as under the regulations 41,
article 65, “tang&le property pald in for stock or shares after January 1, 1914, :g:
will be taken at its actual cash value, regardless of the par value of the stock.” y

The corporation drilled other gas wells, and did a general business as ges pro- § &
ducers, but did not, at any time, drill a test well for oil, notwithstanding the faot
that they had only to extend their drilling 300 ‘or 400 feet further to reach the oil § 19
sand (if they had known it was there).

(Nore.—This would indicate that at that time, they had little faith in the oil
part of their leases, espeoially, considering the Jow price of oil at that time.

In the early [ﬁurt of the year 1916, large oil wells were brought in in the Varner §
pool, 4 or 5 miles from the S8lim Jim acreage. The McMan Oil Co., who had
seoured acreage immediately south of the Slim Jim acreage, brought in an oil
well. In April 1916 as a result of this oil well, and other development in the
Varner pool, the MoMan Oil Co. purchased from the 8lim Jim Oil Co., a one half
interest in the Siim Jim properties. ‘Thereafter, these properties were subjeoted

P
to intense development, many ‘exceptional wells were brought in, and very lar?e B¢
production resulted. Owinito the expectation of a further rise in the price of oil,
on account of the war, the larger part of this Produotion wag stored in tanks. n
. In De¢cember 1916 negotiations were begun for the sale of their entire holdings. ie
First negotiations, according to adavit of E. 8. Ridgwa¥ (seo photostat), were fr
begun with the Constantine Refining Co., Tulsa, Okla., He further states that ha
Bugene Constantine came to Wichita and proceeded with reasonable diligence fr
to work out details, and on March 26, 1917, the contract was completed with an
George Bullock of New York.

The affidavit referred to above is so worded as to imply that the said Constan- af
tine sold the proferty. ’ lea

On May 14, 1922, your examiner called upon Mr. Eugene Constantine, in 19

Tu Okla., he informed me (Hickman) that in December 1916 he opened §
negotiations to purchase the Slim Jim hol ingis{; that he secured an option on the
property for a short time, then went to New York and presented his proposition .
4o-parties there who desired to investigate the properties with a view to purchase;
that the New York parties had a report made of the holdings, that he, leaving, had »
his option extended and made a second trip to New York to close the deal; &
that {n the meantime, E. 8. Ridgway, together with H. D. Mason, of Tulsa, Okla.,
had raade such representation to the eastern parties that he was unable to par-
tiolypte in the final closing of the deal, or receive any benefits in the way of com-
ohn; that he left New York and withdrew from active participation in the deal.
Neither Eugene Constaatine nor the Constantine Refining Co., as a corpora-
tion, received any money from the deal, or had anything to do with the closing of it.
(Nore.—Mr. Constantine rromiaed to furnish your examiner with a statement &
to this effect, In writing, but when called upon later in the day, he refused to
furnish such statement, or to commit himself in any way by further conversation.)
. (I‘Jlfon our return to the hotel, we met an employee of Chas. A. Smith & Co.
‘Wichlta, Kans. (formerly Wuhfngton, Henry 0.) who now have charge v
{he Slim Jira interests, and fv occurred to us that he might have visited Constantine
between the hour of our first conversation and the hour in which the writton
atatement was oalled for. However, his presence in Tulsa may have been &
goincidence.) . 3
The easence ot,hﬁr. Constantine’s conversation waa corroborated by Mr. H. D. ‘§&"

‘pap M@ SFSZ YL TN

. -+ Mr, Mason stated that Constantine’s option having expired, Constantine

[ 4 i

&

(In other words, ha'was frozen out). .
From the above, it would appear that the original negotiations begun in 191
?u per E. 8, Ridgway’s affidavit) was only one
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¥ several attempts to sell the property; that this is supported by the fact that the
8lim Jim Oil Co. gave ita option for a short period, which was afterwards renewed,
and which finally expired before the sale was consummated. This is further sup- :
aﬂed by the fact that your examiners found among the records of the 8lim Jim I
. an envelope labeled ‘‘QOption from J. C. Titus to E. S. Ridgway”’, this en- )
velope had been robbed of its contents, and this leads us to believe that a new :
option, entirell{ was given to Ridgway after the Constantine option had expired, '
this enabling idgway and his Farty to freeze Constantine out of the deal.
. _The Department evidently places lg)reat stress on the affidavit of E. 8. Ridgway i
which implies spractloally says), that Constantine bought the property, an !
notified him to inform the corporation of his action, on December 30, 1916, and
that the sale was consumrhated as at January 2, 101% (i.e. last day of f)ecember). .
You are advised that this sale to Constantine, as noted above, was never con- i
summated. The sale as consummated was with the Utilities Gas & Electric Co.;
that the verbal contrdot supposed to have been made with Constantine was never |
at any time binding, and could not have been made binding by any process of law.
In this reg;ort comparison {8 made between the agent’s original report, dated
?g%ember 0, 1919, and the taxpayer’s amended return, dated December 3,

CAUBE OF DIFFERENCES IN TAXEB—APPRECIATION AB PAID-IN BURPLUS

Allowance in amended return of $600,000 by the Department, used as ‘ Paid- !
surplus” is in error. The paid-in for stock, in excess of the par value of the
stock :Peciﬂcally issued therefor. We are furnishing herewith affidavits of par-
ties living at Augusta, Kans., during the discovery and development of oil, who
are perfectly familiar with the prices of leases at different dates, which will die-
?rove the claim that the value of the leases at that time is more than nominal.
8ee exhibits E, F, G, H, I, and J.) (Particularly Foster, oxhibit I.)

We are furnishing you a map (see exhibits B and C) which shows the Slim Jim

rropertlee ap at August 18, 1014 (date of organization). The Slim Jim proper-
{es in secs. 21 and 28, T. 27 8., R. 4, East Butler County, Kans., are 4 miles
from the only oil well in a radiua of a hundred miles. Many persons that we
have talked to, have ridiouled the thought that leases covering acreags 4 miles
from a single oil well, could be sold for more than $100 per acre; or could, by

any stretch of imagination, be valued at $600,000.
e are furnishing you with a map (see exhibit D) showing the pools as indicated
after intense duvelopment, and the following instances to show that land was
at nomi.inl prices on these structures, long after the date, August 18,

1014, at which time this paid-in surplus is claimed.

(1) Se&tember 24, 1014, Ida M. Deal to J.C. Titus, EXNWY, sec. 21, T. 27,
R. 4 E, 80 acres. This leasc (see map) was taken by the president of the Slim
Jim Corporation, without a bonus, after the date on which they claim the acreage
to be worth $800 per acre, (See exhibit C.

(2) January 8, 1915, E. Kir ’Batrick to E. E. Walker, NWY% 8EY, also NE%SEY,
allin seo. 17, T. 28, R. 4 E. This acreage (see exhibft D) is within a mile of the - '
X:rner oil well, direoctly on the pool structure, and was leased for less than $1 :

T acre,

!‘(33) January 8, 1916, E. Kirkpatrick to E. E, Walker, SW¥%NE}, and the
NEYSEY, sec. 20, T. 2’8, R. 4 E,, within a mile of the Varner oil weli, directly
on the structure, and which afterward became very productive, was leased for

than $1 per acre, bonus. Of course, these leases carried the ustal royalty
for ofl and gas. (See exhibit Dg

(4) October 29, 1914, George Denton to Hugh Leonard, WXSWY, sec. 8, T. 28,

. ., together with a smaller tract adjoininq, in all 192 acres, for a flat bonus of

This acreage adjoined the celebrated ‘‘churchyard lease.”” (See exhibit

) December 1915, Kramer lease to McMan Oil Co., WKSEY, and SE¥N W,
and NEY.8WY,, seo. 28, T. 27, R. 4 E., conitaining 160 acres, $6,200. is lease
was one of the big ofl producers, and it is noted that the sale took place 18 months

ter the organization of the 8lim Jim-0Oll Co., August 18, 1914. (See exhibit D.)
- (8) Spring of 1916, Walter Henning to MecMan Oil Co.

".1. Anderson lease, NYSEY;, seo. 9, T. 27, R. 4 E. (80 acres).........- $14, 00V
2. Bults lease, NYSWY, soo. 10, T. 27, H. 4 E. (80 acres). - - .- ..... A
- 8. Roberteon lease, NYNW, sec. 10, T. 27, R. 4 E. (80 acres)......- 7, 000 ,
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Theso three leagses had béeh obtained by Walter Henning in 1914, and wére sold I
to McMan Qil Co.dn 19186, for.the above prices. Walter Henning was a broker in C
oil leases, and’ was & recognised authority in such matters. It occurs to your Co.
examiners, that an a price between such a buyer as the McMan Oil Co., and offi
such a seller as Walfer Henning, would be an excellent criterion as to the price up
of leages at that time. The Anderson lease had a flowing gas well on it at the folli
‘ti'nﬁa of the sale. You will notice that the McMan Oil Co. had topay more for that F
well. s ) ' Oil
Note.—Memo letter, photostat attached, IT:NR:F under date of November { flye
28, 1921, signed by Auditor E. R. McCarthy, suggests in paragraph 8, that the pai
taxpayer is entitled to a ‘paid-in surplus”, on account of gas well brought in 26,
_August 3, 1914. 'The preceding para&x;aph, showing the Anderson lease as havin% be
.been purchased 2 years later g)r $14,000, would indicate that the capital stock o
the Slim Jim Oil & Gds Co., $12,000, included the value of the gas well. While
it is true that the Slim Jim Oil &6. held a larger acreage, it is also true that a
"gas well only proves about 40 acres. .

(7) To show iou how very uncertain are the findings of. geologists, and to show
"how ill-advised the Department was when they allowed the Slim Jim Corporation
a $600,000 paid-in surplus on the strength of the single Varner well, 4 or § miles
away; and, to show how even expert oil men may be misled as to the value of
unproven territory; and, to show to you that practically nothing was known as
- to the mineral resources of this field August 18, 1914, the following cases are cited:
(A) In November 1915 (16 months after the incorporation of the Slim Jim
- Oil & Gas Co.), alter sensational wells had been brought in in the Varner Pool,
~the MeMan Ofl Cb: bought the Alexander lease (N.% SW.}{ gec. 9, T. 28, R. 4 E,
~Butlér County, Kans:) 80 acres, paying therefor $55,600 bonus ($695 per acre).
- You will note ‘bpt this grice, though ver, hl%h, ig nothing like 8n high a value,
as claimed for the BlimJim properties, though more than a year’s development
had taken ‘place. ’ Aléo, you are-advised to learn that.this 80 acres was drilled
-out by the MoMan'0il Co., completely, and 'that every well was dry, notwith-
-standing, the opinion of the Feologist, and that it was on the ‘‘structure’’, located

less than a mile from sensational wells. (See exhibit D.)
(B) In January 1816 the McMan corporation bought the northwest quartre,
section 35, township 27, range 4 east, Butler County, Kans., what was known a8
_the Palmer lease, consisting of 160 acres, for $100,000, or $625 per acre. This
lease (see exhibit b) was in the original gas pool, and at that time, it was generally
':?posed that all:territory which: produced gas would produce oil. You are
vised that this territory was drilled out by the McMan OQil Co. and they f)Ot
only one or two small, unproductive oil wells for their trouble. (Sec exhibit 1.)
his proves to ‘your examiners that the valuation claimed by the Slim Jim Oil
- & Gas Co., and Bworn. to by certain fricnds of the 8lim Jim Corporation, were
~based, not upon the prices current at that time (Aug. 18, 1914), or upon any
knowledge of the mineral rcsources at that time (Aug. 18, 1914), but were based
-upon later developments which article 63, regulation 41, states specifically may
-not be included in surplus. . . .
. This statement is.corroborated by the statements of two persons who made
affidavits for the Slim Jim Co., namely Walter 8. Hoyt and A. F. Fowler, who
-we(xia Lt;le only onéd making affidavits, we were able to reach. (Sce exhibits K
AN . s, - LT . B B * .
It is presumed that, if the known valuation of the above mentioned properties
was worth more than $1,000 per acre, these people would be very foolish to
make such lease. ‘It was not until the spring of 19186, after big wells had been
~Brought in, that these leases began to have exceptional values. It is noted that
'these prices and transactions are directly in line with the * photostat’ of affidavit
: “furnished by the-president of this corporation, under date of June 11, 1917, in
1 which he states:- ) .
. *“There was sonie gas found on the leasehold interests aforesaid of said oil
) t}!_',ompan{, ﬁrlor to the year 1016, but the operations of the company therein made
10hly a slight profit,! aé'shown by its returns to you-for the years 1914 and 1918,
’ahd there was noibil development in the neighborhood of these leases prior to
IR Deocamber 31, 1015. .The 'market value of these leasehold intercsts remained
oo % pbragicall stat&mary,,pgtu in the month of March 1916 when an oil well was

,
]

LT
A

Lo T hbrought ih oh'w of .other parties adjoining the leaschold interests of said

R ,,non‘xﬁ)any (8lim"J ﬁ on April 8, 1918, ih conséquence of the above findin
e “of oll, a one half fiteérest in the said holdings of said company (Slim Jim) was sold
to the McMan Oll Co. of Tulsa, Okla., for $300,000.”
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ADDITIONAL INFORMATION A8 TO APPRECIATION

ier in On the 9th day of May 1922, as part of the investigation of the Slim Jim Oil
your Co., Mr. A.'J. gowler was interviewed and questioned at the revenue agent’s
, and office. In answer to the 3uestion as to how he arrived at the valuation placed
rice upon the Slim Jim properties in his affidavit, dated March 26, 1918, he gave the

~the ¥ following reasons:
that First, that he thought the development was much further along in the Augusta
Oil Fieid, as at August 18, 1914, than it really was. Second, that he was in-
mber ¥ fluenced to a certain extent by the sensational developments and enormous prices
- the paid, subsequent to August 18, 1914, and prior to the date of his affidavit, March
1 in § 26,1918, Third, that the valuations named in the affidavit were not intended to
vin be a result of any absolute knowledge on his part, as at that date, August 18,
ck o 1914. That same would not reflect a price as between a willing buyer and a
Thile willing seller as at that date, but was rather an exaggerated view of what might
at a possibly result. Fourth, that in arriving at this valuation, he was also influenced
by the fact that he considered the income tax law, as it related to the oil industry,
thow was entirely unjust, and that they were required to pay too much tax, under
rtion any consideration. Fifth, that a person, having been engaged in the oil industry
miles for any length of time, is liable to exaggerate values of groperties.
1e of On May 8, 1922, as part of the investigation of the Slim Jim Oil Co., Walter
‘n as 8. Hoyt, was questioned and interviewed regarding his affidavit, dated April 10,
ited: 1918, ‘at his office located in the Bitting Building, Wichita, Kans. When asked
)Jlm the question how he arrived at the amount uged in his affidavit as the valuation
200l, of $1,000,000, he stated that this amount did not represent a price, such as
4E, would prevail between a willing buyer and a willing seller, as at the date, August
cre)s 18,1914, That this valuation was partly influenced by develogment of the prop-
alue, erties which had taken place subsequent to the date on which the affidavit was
?l?ﬂs to be applicable, Augudst 18, 1914, and prior to the date, at which the affidavit
€ was made. '
vith- These statements wére made on the spur of the moment, and when requestioned
ated to reduce them to writing, he refused to do so until he had conferred with his
attorney, Mr. Joseph Carey, of Wichita, Kans.
rtre, Among the persons visited, in an attempt to disprove the $600,000 ‘‘ Paid in
'n 88 surplus” allowed bf' the department in final settlement with the taxpayer, and
This which action we hold was not justifiable by the facts in the case, was A. H. Hill,
‘ally one of the original stockholders. He informed us, among other things that as
are far as he knew, the leases were capitalized at about their value. He further in-
ot formed us that on February 9, 1915, 6 months after incorporation of this com-

.) any, that the stockholders of the Slim Jim Oil & Gas Co. thought so little of the
- Oil lim Jim acreage as oil producing properties, that they put in $500 apicce for the
were flul'pose of drilling for oil in Texas. This drilling resulted in a dry hole. Mr.
any ill further stated that if they would have had greater faith in their own proper-
ased ties and drilled there instead of spending their money in Texas, they would have
may been better off, _ .

. - This proves to us conclusively that the valuation, as reported in taxpayver's
1ade ‘a‘ﬂldavft to the Department in their support for their claim for appreciation as
who “Paid in surplus’, was purely sﬁeculative.

s K Mr. Hil) further stated that the earlier operations of the corporation were for

: the purpose of scduring gas, as at that time, they did not know anything about the

ties dil, as there was no well close to their acreage; that the sale to the McMan Oil
to Co. was due solely to the bringing in of the Kramer Oil Well, which offset their
yeen holdings to the south.
shat While we were interviowing Mr. Hill, an employee of the Smith Accountin
avit Co. (formerly Washington, Henry & Co.) came into Mr. Hill’s office. It occurre
y I your examiners that we might have been followed from the office of the Smith
. Accountin Co., or that an attempt was being made to reach the stockholder,
oil X Mr. Hill, before he had opportunity to give any information to us. However,
ade B this m?dr have been simply a coincidence.”
218, On May 15, 1922, as a part of this investigation, Mr. J. F. McManaman, a
r to B former director and stockholder of the Slim Jim Oil & Gas Co., was interviewed
ined J& at'his home in Wichita, Kdand. He informed us that at the time he put his mone
‘:i” > into the pool or partnership, he underatood that he was to receive a one-twelft
said NR Wreagn all the leases taken pp by J. C. Titus, near Augusta, Kans.; that he paid
n o A $500 cakh; that when the’ time came to pay the second $500, he transferred one
80 * balf of his interest to True Richardson, without any profit to himself on the price

" be was to pay.

’ '
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The department will note, that if there had been any exceptional value attached
to these interests, they would have been transferred without a bonus.

Mr. McManaman admitted that any latge valuation on this acreage at the
time of organisation in 1914 was purely speculative; that no one actually knew
that there was ofl in the gropetty. )

In conversation with the above-named director, we discovered that after the
corporation was formed, and after was discovered, that the officials of the
corporation, in direct opposition to his views, released some of the acreage located
in the structure, for the reason that they did not think it valuable enough to con-
tinue to pay rentals, -

The matter of releasing this aoreoggé as mentioned above, was verified from the
dounty records in the register of d’s office in Butler County, Kans. The
records show that on March 8, 1015, 264 acres of these holdings which were
claimed to have a known and definitely ascertained value as at August 18, 1914,
oih 1; ﬁr(éxﬁmately $800 per aocre, was released a8 worthless to the lessor. (See
o ,

. This proves that on August 18, 1914, neither the president, the vice president,
nor any of the directors or atoo}xholders, had any definite imowledge, whatso-
ever, that their holdings were worth the amount they claimed. As a further
{)roof of their lack of knowledge, you are advised that on the Guest lease, and on

he Bell lease, two of the leases which they returned to the owners as not worth
the rentals they would have to pay, afterwards brought in nine producing ofl

wells, .

- On the 15th day of May, 1922, as a part of this investigation, we interviewed

Qeorge F. Bissants, who was a stockholder and direotor of the Slim Jim Oil &
as Co., from ite fnoe%lon to its final dissolution. In his deposition (see ex-

hibit M) he states that In 1915, a year after the company was organized, at which

time they were allowéd a paid-in surplus of $600,000, he tried to trade his share,

2%, for oity property, which had a trading value of $1,000.

He stated to your examiners that the gas wells which the corporation had
drilled, did not look ,vela' good to him; that he secured one little dividend, and
that he thought he would make a profit in trading the shares for the city property
above mentioned. .

This is brought to your attention to prove thak even the stockholders and
directors of the corporation, as well as the general Trublic, did not know at that
date of any exceptional values attaching to these leases.

You are advised that Mr. Bissantz in his talk to us was much more positive as
muds the small value of his interests than we were able to embody in the

davit, for the reason that, when we requested that he furnish an affidavit to
these matters, he became suspicious and desired to modify his previous atatements.

On May 8, 1922, as part of the investigation, of the 8lim Jim Qil Co., Mr.
T. J. McDonald, a stockholder of the company, was interviewed and questioned
a8t his home in Wichlta, Kans. Being the onfg known official of the company
now resident in Wichita, he was present with the Commissioner’s letter author-
lzing o reinvestigation of the corporation, and a demand was made on him for the
books of the comgany. Being off his guard, he stated that upon the return of

o former president of the corporation, from Washington, D.C.,
immediately foflowi.ng the conference with the Income Tax Unit, wherein a set-
tlement was reached as to the tax liability of the corporation, that said Titus
informed him that there was no one present at the conference except himself
g.‘itus) and the Government officials; that Mr, H. M. Washington and Mr. Guy

elverl&g, who were his attorneys, were not present at the conference, but
remained at the hotel. -
_That Mr. Titus, at the conference, explained to the Income Tax Unit, the

" operations and transactions of the corporation with a reference to the amount of

taxes dpuld; that he tus) then returned to the hotel and secured the new
amended returns, which Mr. Washi&gton, had prepared and ready; that with
these (Titus) returned to a second conference, at which time the amended returns
were agproved. He was further informed by Titus that the Income Tax Unit
‘asked him (Tltusz if such a settlement was entirely satisfactory to him; that the
Jidcome Tax Unit also informed him that nothing was to be said regarding the

manner or method of the amount of the settlement.

. You are advised further that your examiners received from this conversation
*!mprgmlon that the whole matter was out and dried before the conference
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INFORMATION AB TO SALE OF ASBETS

The cause of the greateat difference in the amount of taxes as shown by the
revenue agent’s report, dated September 30, 1919, and the amended return of the
taxpayer, as approved ‘)y the Department, was chan in%the sale of assets from the
year 1917 to the year 1816. We hold that such action
error for the following reasons:

1. The date of the contract of sale was March 16, 1917. (Sce photostat of
contract hereto attached.)

2. The effective date of the sale was January 2, 1917. (See contract.)

3. First payment on contract, $200,000, was received March 20, 1917. Final
payment, $1,6068,045.13, was received April 20, 1917,

4. The Department at a prior time ruled that the sale was closed and title
transferred in 1917, and all profits realized in that year. (See affidavit of J. C.
Titus, June 15, 1918, photostat.) We can see no evidence in the documents
which would cause the artment to reverse its ruling.

8. Deputy Collector H, W. Washington, in his report, July 21, 1917, attached,
states as follows:

“On March 21, 1317, the company (8lim Jim) sold its undivided one-half
interest for $1,760,000. After reviewing all these transactions and book entries
with the officers of the Slim Jim Oil & Gas Co. it is quite evident to us that this

y the Department was in

" company now proposes to include these amounts as income for the year 1916,

in an effort to evade the increage in the rate of income tax, as well as the excess
f)roﬂts tax, which it will quite likely have to pay, if the profit is properly returned
n the year 1917.”

For your information, we will add that the former officer, H. M. Washington,
together with Guy Helvering, posing as income-tax experts, handled this case
before the Department, receiving therefor, as we understand, $25,000 for thei
services, at which time, final settlement was made, and the tax was reduced to
8451,2415.76 for the year 1917, and $8,038.02 for the year 1916.

6. J. C. Titus, in his affidavit, under date of April 13, 1918, states that the
Slim Jim properéles were sold tentatively on December 29, 1916, for $3,000,000;
that the Eroperties were delivered January 2, 1917, which fact is supported by
balance sheet attached to amended return, December 3, 1919, as at the date of
December 31, 1916, in which it is shown that the company owns no casinﬁ
leases, development pipe line, or other physical property, excert the Lorena o i
tanks and oil contained therein. Regarding this, you are advised that the min-

. utes of a directors’ meeting held January 2, 1817, authorized the officials of the

company to make loans, secured by tanks and oil, for the purpose of paying for
Lorena tanks, drilling, and operating expenses, prior to that date, and for the
urpose of further drilling, further operating purposes, and further expense of:
ué ng royalties. In short, continuing their operations as before.
vidence in the files of the company in the shape of canceled notes indicates
that the money was borrowed from the Fourth National Bank, Wichita, Kans.,
on January 4, 1917, and sworn statement that the moneg was to be used for
these purposes. This would indicate that at that date (Jan. 4, 1917) no sale
of their assets had been made, and that thuy were preparing to prosecute their
developments as usual.

These notes were paid A;lz'ril 20, 1817, at the time of final sayment for the
pm})erties, indicating that the sale had been consummated and there would be
no further operations, . .

7. The fact that the corporation actually received and stored the oil showed
by the gauger's report‘ 7 a.m. January 2, 1917, that they actually received and
retained at least 1 day’s run in the year 1917, which is not denied in any allega-
tion of the taxpayer, and which establishes the fact that the sale was not con-
summated or 80 considered during the ycar 1916,

The Department will note that on page 9 paragra‘)h 7, of the photostat of
the agreement of sale entered into by the Sifm Jim Oll & Gas Co. and George
Bullock the contract specifically states as follows:

“The Furchaser agroes to pay to the vendor, the sum of $200,000 at the Kansas
National Bank, Wichita, Kans., within 48 hours after the presentation of the
instruments of transfer duly executed by the vendor; that the said sum of
$200,000 is to be paid as earnest money and guaranty money; that the purchaser
will purchase the said property, and sald amount is to agplg on the purchase
price thereof, and the balance of the purchase price $90,665,260) is to be paid in

cash to the vendor at the said Kansas National Bank, Wichita, Kans., on or before
the expiration of 29 days after the presentation of said papers, or forfeit said
amount ot $200,000, so paid to the vendor as liquidated damages, whereupon this
agreement shall be null and void. This contract is dated March 16, 1917.
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This, together with all the gther roaspns, indicates to your examiners, that there
was no sale made ‘until the proggr%y was transferred and the purchase price
=Spaid-in-fathssFurther,: it-would: be absolutely incorrect for:the: lgepartment to
z2Zillownthe taxpayentm repord thix income as.profits: for the year -of :1916. The
axd’yecotdsrof Ahe:corporation, during the:period of negotiation, show that the cor-
w porabion:eontinued its .operation of drilling; storing ail, horrowing money, and
““{23 oil with the expeotation that this deal might, or might not, be consum-:
- mated. . - YU L i
As proof of this, balance sheets of the corporation taken as at December 31,.
1916, attached-to this affidavit dated March 18, 1918, show as asscts: Steel
tanks, Lorena farm, Lorena. oll, royalties, leaseholds, cash on hand, office fixtures,
lease investments. S : .
RS « Your examiners are unable to see how these items could be made a part of the
M assets of this corporation if they had been Bold in 1916. . K
: "Furthermore, the.county records in the register of deeds office, in Butler -
County, Kans., show that ‘these assets were assigned on March 16, 1917, to
(leorge Bullock, of- New York:City, N.Y. This record was filed in the miscel-
. laneous records no. 27, ﬂage 161, on April 26, 1017, at 4 p.m. In this assigninent
) they state that thay (t o 8lim Jim Co.) were the present awners of the assets on
i that date. It contained no references to any options, prior sale, or contract
: before -this date of March 16, 1917, -
-If they were the owners of the property at this date, we do not see how they.
ean -claim that the sale.- was made in the year of 1916 as claimed in their amended

geturn. ! .

Evidently the Department placed great credence in the statement that the
MoMan one-half intereat in these properties and the Slim:Jim one-half interest
were s0ld at the same time; that the MoMan Oil Co. made return of its profits
] in the year of 1916 and that the 8lim Jim Oil & Gas Co. should ho accorded the
. same privilege. Bélowis a comparative statement of the various steps tending to
. the consummation of the sale, of both properties, showing conclusively that
- one sale was consummated in 1916 (McMan) and the other 1917 (Slim Jim).
S' L , s HEN . .o t

3 A

- - : . .
3 1 | . McMasn Oil |8lim Jim Oil-
{: . . . Co. Co.

I S =~ T
s Terms 0f 8816 AFTEEA UPOD . se .o eime et aeeeevaaaas Nov. 10,1016 { Mar. 16, 1917

RS irst payment recelv .-.| Dec. 23,1018 | Mar. 20,1917

elivery made........ ...{ Jan. 3,1817 | Mar. 21,1917

£ Delivery made as at... .| Dec. 1,1016 | Jan. 2,1017
0 [ i
) e

— The points of difference as to income between the agent’s original report under
? date of September 30, 1919, covering the years 1916 and 1917, and the amended

K retiirns of the taxpayer, as submitted and approved by the f)cpartment. under
. date of - December 3,,1919, covering the years 19168 and 1917, and upon which
it final settlement was madé by the Department are as follows:

B *-This comparative statement is'tnade to embrace 2 years 1916-17, for the reason
g § that in the amended return, the profits and deductions for thel2 years are arranged:

ehﬁrelf different froin'the arrangément of the revenue agent'd report of September
30, 1019, it is deemed that the combination of the 2 years will be more readily

I LSO

-

Nét differbriceof Tnoome:(2.ypars, 1016-17) .. _._.. Heeeo. 100,074.18

.ynderstandable, than if attempt was made to compare the years separately.
. E&; exhibit A) - . ,
4 ~;Additional income ol sales. ... ... ...coooooooooo. ebemmeen 568, 058. 93
« Xrror in taxpayers amended return.. ... . .. . pommnnn 100, 000. 00
4 F. Cost of goods bought not used.in amended return. ... PR 74, 310. 01,
¢ - €, Insurance expense.omitted in amended return......... e 5, 193. 00
4 -Hs Expenses ,omltwgvé aimended return_.__._.__ ... ...._ foeeaon 54, 868, 54
e N . bepreclatlon not ¢ ed back {g amended return...... eceean 3, 816. 67
) I 7 R I R R —_—
:.,_,,*ﬁ) T Total..... cqeriemnianabem e iR aan e nas '-i; ..... 806, 247. 06
. :,f' 43 C., Error I taxpa era,mtum. e ' 2 00
" v 5}{.“:.{;D,:-,Cotg& of prqgltctlon of ol,l.p'(‘)ld per amended re- 0 ;570 87
. PRt AT u"n;--.’,;:‘,:'-'n',_‘_ Cembmdatlabavtotenmaan .Yy 3 X .
:{a{! i!-»Appwqiqﬂmd.e_*t of Jeases amended return._ 600,:000.00, .
: Pher ;v 0 L i T S —t—— 609, 572. 87
: wirls R \
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Explanation of each of the above items is herewith submitted.

A. Additional income from oil sales, $568,058.93, was omitted in the agent’s
original report, but was covered by a telegram to the Departinent prior to the
time of settlement with the taxpayer. This item was omitted purposely for the
reason that it could not be traced on the books of the corporation. It was after-
‘ward that payments on this oil were deposited in the bank, and distributed directly
to the stockholders by the bank, at various times and amounts, as same was paid
in, but were not entered on the books of the corporation.

B. Error in taxpayer’s amended return $100,000. (See taxpayer’s subsidiary
schedule C3A.) :

As per .
schedulo B. Correct Ditlerence

"

Salos dUring Fear. . o or e ceiiaeiecaeaeanam——naa- $170,770.42 | $170,770.42 |..............
Inventory, December 31, 1916 .. .. it iiiaanann. 128,617, 25 128,6807.25 .. .oennean...
B K117 ) RPN 309, 387. 67 299, 387. 67 £100, 000. 00

F. Cost of oil bought, $74,310.01. This item should be a deduction in 1916,
while the oil being unsold should be included in the inventory for the year 1916.

It is noted in the copy of memorandum furnished to the Comunissioner by
Auditor E. R. McCarthy, under date of November 28, 1921, IT:NR:IF ERM,
paragraph 2, that the auditor states that the revenue agent’s report is in error
in its handling of this itemi. However, we are sure we are correct. The taxpayer
in his amended return omits the item, which is in error.

Expense insurance, $5,193. This item of expense was omitted as a deduc-

tion in the amended return.

tH' All other expenses in the year 1916, $54,8068.54, omitted in the amended
return.

1. Depreciation, $3,816.57, not charged back in the amended return.

The taxpayer by placing the salc of all of the assets, excepting the tanks and
part of oil in storage, in the year 1916, has eliminated all depreciation for that
year.

Depreciation allowed hy agent_ .. .. ... ... .. .. ._.. $27, 362. 87
Depreciation eliminated on amended return (sce exhibit
A) 1eaBCS . e e e e e e me—eaaa
Physical property . .
Development_ . .. .....
Pipeline.. ... .. _ ...
Amortization of drilling .
Additions to physical properties.. ... __.___.________.__ 18, 085. 91
Furniture and fixtures. . .. . .. iaael... 15. 03
Lorena tanks . _ oo e e eeeae 1, 049. 51
—— 23, 546. 30

Difference as noted above. - . . - o 3, 816. §7

C. Error in taxpayers return, $2. This occurs in the addition of the gross in-
come of the 1917 amended return. .

D. Cost of production of oil sold, $9,670.87. This item is included in the
agent’s report Sept. 30, 1919, in the general expense. The amended return (see
schedule 3A) attached thereto is in error. The computation endeavors to use
the cash basis in connection with the inventory. Hence the profit as shown from
the oil operations this year in amended return is entirely wrong.

E. Appreciation of cost of leases, $600,000, is an amount allowed by the De-
partment as paid-in surplus under schedule B, which the taxpayer has used as a
-part of the cost of leases, which is entirely wrong, even if the Department should
‘allow the use of this appreciation as invested capital, it should not be used as cost
of leases in computing net income.

The cause of the great difference in amount of taxes as shown in the agent’s
-report and the amended return are as follows:

1-A. Difference in net income as previously shown. .

..~ 1~B.. Allowancs by the Department $600,000. Appreciation as paid in surplus
n invested capital.. . ' .. . . -
‘t 1+C: Charging the date of sale of asseta to the Utilities Gas & Electric Co., from
the year 1017 to the year 1916.
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EXPLANATION

1-A. Explanation {s self-evident.
1-B. Detailed statement in letter of transmittal,
"1-C.. Detailed statement in letter of transmittal.

The taxpayer in his amended returns has used as a basis the figures used in the
revenue agent’s report, except as previously noted. 3

The only difference to which the taxpayer is really entitléd in the opinion of
your examiners, is the additional income from sales, $56§,058.93. All other
differences, being a necessary result of changes referred to apove.

On the 16th day of June 1918, the corporation makes lication for relief
under section 210, the affidavit (sce photostat) is signed by Ji . Titus, and J. H,
HigtliﬂeyéloThis affiant reocites three reasons why they should have relief under
section . :

1. The profits of the corporation were results of labor and ctﬁ)ital, unpro-
duoctively invested by two of the stockholders (J. C. Titus add C. H. Taylor).

Careful investigation of this item shows that prior to the origin of the Slim
Jim Qil & Gas Zo., J. C. Titus was engaged in the lumber bupiness, and had had
practically nothing to do with the oil business, His activit
a1d organizing the Slim Jim Oil Co., which corporation beg
within 6 months after date of incorporation, were all the ac
able to find, which would be applicable to this case.

C. H. Taglor, 80 we aro informed, was primarily a teacher,
side line. His fee for Bervices in the line of geology was $60

From these facts we are unable to see the long years of un
inveatment, referred to in the afidavit. Besides, this section
ductive investments of the taxpayer, instead of its stockhol
inade an investment of $12,000 and realized praoctically bet
34,000,000, From August 18, 1914, to March 21, 1917, we a
loﬂg ears of unprofitable investment.

2. The aflidavit is misleading, when it states that the profits of company
were earned before the taxable Year. In reality the large patt of its entire earn-
ings, from its inception to its diesolution, was the result of the sale of its capital
assets, which sale occurred in March 1917, and its oil sales, th¢ large part of which
occurred in December 1917. "

8. It is true that the cafital invested is disproportionate § the income. In

n to pay dividends
vities that we were

er day.

oductive labor and
efers to the unpro-
ers, The taxpayer
en $3,000,000 and
unable to see any

this connection you are referred to regulation 41, article 52, faragraphs 114 and
1156. As the disproportion of the capital to income does not grise through either
of the two recognized contingencies, we are unable to see tHat this corporation
is entitled to relief of this under section 210. 1

REARONB WHY TAXPAYER I8 NOT ENTITLED TO ANY BE&EF‘ WHATEVER

1. That since making their original return for 1916, the corporation have made

6 or 7 amended returns for the purpose of evading a part of their legitimate tax.
. 2. That these efforts were being made at a time, when othdr corporations and
individuals were cheerfully paying their proportion of the taxy and all the people
of the United States, were making sacrifices, both in comfort and life, in order to
money and food to prosecute the war. ) R .

-~ 8, This corporation, immediately upon the sale of its assets, sent a teicgram to
their Congressman réquesting information as to what date tﬁe new 1917 income
4ax law, which was g talked of, would be made effectivp. From that date
(the date of the sale), the taxpayer bent every energy and much money in an
attempt to throw its profits from oil on hand, and the sale of these assets, back
into tge year 1916, not withstanding, they had previously, gn March 26, 1917,
made their income tax return for the year of 1916, on a cash Bhsis, and had made
:060'mention of the sale, or contemplated sale, of its assets to the Utilities Gas &

. Eleotric Co. o
© L4, In these efforts, réferred to above, lawyers were hired Jvith large retainer’s

-, foes, acoountants weré employed and supposed income tax experts were paid
4,"-;enbrmoua bonuses, all to the end that they might secure, not 3 just assessment of

7 but favorable %ﬂmenu.

" 8:"Many times the taxpayer has agproached the Departient with amended
yéturns and propositions which have been rejeoted.

1i1'6. The profits made by this corporation was not the result of any labor, anxiety,
. prudence, or any othér particular ?uallty that stimulates opmmerocial activity.
8‘% he entire profits weré thd result of ordinary luck and the wir. In the opinion

8 in securing lcases’
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of your examiners this olass of taxpayers, which Congress particularly desired to
;gac:t by law enacted in 1917, should not be allowed to evade their proportion of

e tax.

For the above reasons and other incidents which have come under the observa-
tion of the original lnveetigation, and the reinvestigation now in proceess, your
examiners, both concur in the opinion that these taxpu?'ers are not entitled to any
reilief (;vhstever. The majority of the stockholders o
retired.

We, your examiners, suggest that if an A—2 letter is sent out on the basis this
report, that same would be fought by the taxpayer in the courts; that evidence
would be adduced during this trial, which would show that the taxpayer, or their
agents have been guilty of fraud.

L. D. HicknmaN,

Roy J. HEnNINGS,
Internal Revenue Agents.

On account of the new gross income we herewith submit a computation.
Tl;g correct net income for the year 1916 is $443,884.59 as per agent’s original
report.

this corporation are now

Computlation of tares

Tax assessable . - . . oo ccdcecmea—can- $8, 877. 69
Previously paid.........__ $24, 399. 71
Previously paid (amended) 8, 038. 02
—— 32,437.73
Overasseesment - . . - o ieeiicceccens 23, 560. 04
1917
Net income, agents' original report___ . _____ . ___ . __.____.._ 2, 048, 457. 36
Additional income disclosed . . . ... _._ 568, 058. 93-
Corrected net income. .. . ... me i iemeaanaa 2, 616, 516. 29
Less excess-profits tax. o oo cceeeae 1, 549, 899. 07
Amount subjeot to 2 and 4 percent tax._.___ . ._.__._____ 1, 066, 617, 22
2 percent income tax_ - . oo 21, 332. 34
4 percent income tax_ - L Lo iciiicoan 42, 664. 68
Excess-profits taxX . - . . o cceeeeaan 1, 549, 899. 07
Total tax assessable. ... . o o . ._....__.. 1, 613, 896. 09
Previously paid. ... o aan 451, 245. 76
Additional tax due. .- .- .- 1, 162, 650. 33

L. D. HickMaN,
Roy J. HENNINGS,
Internal Revenue Agents.

Senator CLAark. Do you have any independent recollection of that
conversation aside from that memorandum?

Mr. Hennings, I tell you how that is. I remember going to the
home of Mr. McDonald, but I do not remember exactly this conversa-
tion by him, and I incorporated our reports together.

Senator CuARk. You do not know whether you were there at any
such conversation or not as set out in that paper?

Mr. Henninas, I don’t just recall that particular conversation.

REBUTTAL S_TATBMENT OF F. LUTHER, CIMARRON, KANS.

(The witness was previously duly sworn.)

Senator HasTings. I handed you yesterday a coY‘y of a letter
written by Mr. Edgecomb dated Apnl 7, 1920, which he says was
intended z)r the board of directors, which letter you have read, have
you not?
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" Mr. Lurner. “Yes, sir. ' o
Senator HasTiNgs. Does that refresh your recollection in any way
‘with respect to this contract? I particularly refer to this part of it
in this letter where Mr. Edgecomb says, in talking about having set
-aside this amourit of money for the purpose of the tax:
i . Wethen called Washington and Henry, of Wichita, Kans., income-tax attorneys
’ . and made a deal, paying them $2,5600, which five of us borrowed from the bank
kN ‘dnd signed a contract to pay them $2,500 more for which they were to adjust the
taxes, but in the event the final settlement was less than $25,817.50, we were to
i get back 50 percent of any amount under that figure, however for this $5,000 fee
. contracted for, we had no written agreement of settlement down to the amount

1 we had.

: As you will observe from this letter, Mr. Edgecomb says when he
: got here, he was told by Mr. Helvering 'and Mr. Washington, that
. they couldn’t operate under that contract, and that he thereupon
! made the contract as contained in the letter. Now, refreshing your
v recollection, will you tell the committec now whether or not your
i original statement with respect to this contract was correct or not?

{ Mr. LuTHER. According to my memory of the situation, the
original contract—if there was more than one contract—was just
‘bout such a contract as this contract appended here. If I under-
stood your question a moment ago, I think my testimony was, the
-other day, as I remembe: it, that we made a deal with Mr. Helvering
to pay $2,500 as a retainer.

" Senator Hasrtings. That is it.

e i

e e s g 7 Vel

P
JONY -

i

.. Mr. Lutner. That is the way I remember it. And this letter here
* from Mr. Edgecomab states—I don’t krow what he means, however,

by this statement of ““$5,000 fee contracted for.” I do not have any
-recollection of any $5,000 fee that was ever mentiondd at our meeting.
.- Senator HasTings. He states that that original contract called for
$2,500 being paid then and $2,500 more for which they were to adjust
‘the taxes, but in the event the final settlement was less dmn
: %25,817.50 they were to get back 50 percent of anything under that
: figure.
' « . Mr. Lutser. I do not remember that.
. Senator Hastings. Have you talked this over since day before
yesierday ‘with Mr. Helvering—about this contract?
Mr. Lurher. No, sir. I haven’t talked with Mr. Helvering.
Mr. Rice. Mr. Edgecomb was not present at the time that first

‘ ‘contract was made with Mr. Helvering?

-

r~

** Mr. Lurner. No, sir. ) I
- Mr. Rice. And it is your understanding that the contract made in C
st . ‘Wichita was practically the same as set out in the letter?

~* Mr. LurHER. I would say it was.
" .Mr. Rice. Is thete any difference as you now remember it?
. igZ"Mr. LurHer. I-don’t remember the close details of the contract,
. but in here it is said that it is understood and agreed that in case the h
..+, fum finally assesdédis less than the sum of $25,817.50, then and in
' {f the first part is to retain 50 percent of any

o
“

[}

P J}hat_case the par%q .

1 © redudtién:made Up to'a reduction equal to $3,000 below the sum above
i + " get out.; That is a feature I never did know anything about.

' ‘f‘"-‘?pz)ator Connarty. It hias ‘beon explained here that they figured
, ey, would. get $I"%({Q‘¢h‘ that, ‘and that the accrued interest on the
: © $25,000 would m% ah

4 . baek.  You were

'ahother$2,000, and that would be your $2,500
got back’ $2,500.

¥
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Mr, LurrER. | Yes, sir. That might be.

Senator ConMaLLY. They were to get $1,500 on that because one
half of $3,000 would be $1,500, and the accrued interest on the amount
that was in the’bank would make another $1,000 and you would get
that back. Thdt is the way it was explained here by Mr. Edgecomb.
With that information, that should be the same thing.

Mr. LutHEr. With that information, this contract is virtually the
contract we made.

Senator ConnaLLy. With that explanation giving vou back the
$2,500, that contract is the same, in effect, as the one you had in
Wichita; is that right?

Mr. Lutder. Yes, sir.

Senator HasTings. I do not think I want to ask Mr. Edgecomb
any more questions. I am not certain whether I want to ask Mr.
Washington any or not. I would like for him to remain until after
Mr. Helvering 1s called again.

Senator ConnaLLy. How about Mr. Lamb?

Senator Hastings. I do not want him. He was not asked to come
back. He has been discharged.

FURTHER STATEMENT OF GUY T. HELVERING

Senator HasTings. Mr. Helvering, 1 would like to make some
inquiries of you with respect to this statement made by Mr. Lamb.

You know Mr. Lamb?

Mr. HeLveErinG. Yes, sir.

Senator HasTiNGgs. Did you recommend him for the appointment
of postmaster at Manhattan?

Mr. HELveErING. As 1 recall, I wrote a recommendation with
Senator Thompson for him.

Senator Hastings. Senator who?

Mr, HeLverING. Senator Thompson.

The CHAaIRMAN. Senator Thompson was then a United States
Senator from Kansas.

Senator HastiNgs. Did you at that time have somewhat control of
the patronage for your congressional district?

r. HeLveRrinGg. Yes, sir.

Senator Hastings. You had been defeated in November 1918?

Mr. HeELveErING. I think this recommendation of Mr. Lamb was
prior to that ‘ime. He had been a candidate for some time for this
office.

Senator ConNaLLY. That was a temporary appointment?

Mr. HeLvering. We thought it was a permanent appointment.

Senator CLarg. As I understand, his name was sent in in the ordi-
nary course and was not confirmed by the Senate and then he had to
have a recess appointment. As I understand it, this regular appoint-
ment was not cohfirmed by the Senate. ) . )

Mr. HeLverING. I do not recall, but I think his name was sent in

before they adjourned. o
The CuairMAN. That is true. All the nominations of postmasters

failed of confirmation at that session of Congress because there had

een & shift in tHe control of the Senate. ) )
Senator HasTivas. ‘Mr. Lamb stated he was given a recess appoint-
ment effective April 15, 1019. Is that your recollection? He says

174651—38—pr 2-—8
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“Owing to failure of Congress-to confirm appointments before ad-
journment of that Congress I received a recess appointment effective
April 1, 1919.” Is that your recollection?

Mr. HELvERING. I do not recall the circumstances, Senator. I
remember his name was sent in and in the course of time he got the
appointment or he ¢§0t the post office; and later on it was sent in again
and later confirmed. .

Senator Hastinas. Did you have any differences with Mr. Lamb
after this recess appointment of April 1, 19197

Mr. HeLveriNGg. No, sir, .

Senator Hastings. No differences at all with him?

Mr. Hervering. No, sir.

Senator Hastings, Did you make any effort to prevent him receiv-
ing the regular appointment?

r. HELvEriNGg. No, sir; I never made any effort to prevent him
receiving the appointment or anything else. A friend of mine by
the name of Wann, of Manhattan, asked me if returned soldiers
were not entitled to take the examination. I told him they were
and he asked me to g}?t that data, and I sent it to him, and he advised
me to take it up with a man by the name of Frank—a retired major
from France. r. Frank saw me one day in Manhattan and told
me about it, and I told him to take it up with Congressman Ayres.
That is all I remember about it.

Senator Hastings. Was Congressman Ayres a Republican or a
Democrat?

Mr. HELvERING. A Democrat.

Senator HasTiNgs. But not from that district?

Mr. HeLveriNg. No, sir,
19Senatox' Crark. He was the only Democrat from that State in

19. :

Mr. HeLvERING. Yes, sir.

Senator HasTinGs. In a statement made by Mr. Lamb under date
of November 18, 1919, he quotes a letter which you wrote to Mr.
Ayres as follows:

My Dear Mna. Ayres: I hate to bother you with matters from the fifth, but

here at Manhattan is a situation that displeases me very much, and I believe
that I have found a way to remedy it.

I have been adviged by the Civil Service Commission that an extension of time
has been granted to ex-soldiers recently returned from France for the purpose of
taking examinations. where appointments have not been sent in or at least had
not been sent in September 20. George Frank has recently been discharged from
the service and is anxious to take this examination and if they are granting these
extensions I want t0 ask you to do all you oan to see that this privilege is given

. 1 He is the “salt of the earth” and would make an A-1 P.M. while the man now

AY the head of the ligt is & ‘‘double-orosser” and has handed me several ‘‘pack-

o L am advlsing Mr. Frank to soxid you the letter addressed to the Commission
= .. hnd I would consider it a great favor if {ou would make it your Kemonal business
.. ﬁmh this 80 as to have an examinat 1

) on held as soon as possible.
raight be well before taking it up with the C.8.C., to call Koons 8o as to be

. fure no appointment has been made since I left there and tell him not to make
. 'Boy until we can gét this settied.

ni. - Bincerely your friend,

Guy T. HeLvERING.

'-Mr. an.vpmn'd.. I remember having it up with Congressman
“Ayers; yes, gir. ‘

o+
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Senator HasTiNGgs, You remember that letter?

Mr. HELVERING. I remember writing him; yes, sir.

Senator HasTiNGs. Do you remember saying to him that “the
man now at the head of the list is a ‘double crosser’ and has handed
me several ‘packages’’’?

Mr. HerLveriNG. I don’t remember the letter at all. I remember
the circumstances.

Senator HasTiNgs. Do you remember describing Lamb as a double
crosser and that he handed you several packages?

Mr. HeLveriNG. No, I do not. That may have been the lctter.
I don’t know anything about that.

Senator Hastinas. Why would you write that letter if you had
not had any trouble with Lamb?

11Mr. HeLVERING. I do not recall having any trouble with him at
all,

hSe?natt.or ConnaLrLy. How did Lamb get hold of any such letter as
that

Senator HastiNgs. Mr. Frank showed him the letter he says in his
statement.

Senator CoNNALLY. How could he copy it?

Senator CLArk. If it was written to Ayers, how did Frank happen
to have it?

Senator HasTings. Mr. Lamb explained that Frank had told him
that the two letters, the one to Ayers and the one that Frank was to
sign, directed to the Civil Service Commission, were handed to Frank
and he asked him to mail them out of town because Mr. Helvering
did not want them to go througn Lamb’s post office.

Senator CLArk. Yes, but how did Frank happen to have them in
his possession?

Senator HasTinags. If you will permit me I will explain what has
been testified up to date. He said when he showed him this letter,
he copied the letter from Helvering to Ayers and this is a copy of it.

Senator ConnaLLy. How do you explain Frank, who was trying to

et tht‘\} office away from Lamb, going around and showing him these
etters

Senator HasTings. His statement in here explains, if you will let
me read it. _

Senator ConnNALLY. I know what Lamb would say, from his
statement here,

Senator HastiNngs. Here is what he says:

After this statement, some time in September 1919, George Frank, an ex-soldier
in the recent war, came to me at night and told me that Helvering wanted him
to aplply for my position. Frank questioned me relative to any possible trouble
and I gave him enough information to cause him to realize that Helvering was
opposing me on pefsonal grounds. Frank stated to me that he would under no
circumstances attetnpt to beat me out of my position, but, on the other hand, he
would assist me and would make it appear as though he would apgl_y in order to
keep roe informed as to Helvering's procedure in the matter. This latter plan
was suggested by me after Mr. Frank declared himself relative to the matter.

The next day, according to Frank, he met Helvering at the Gillette Hotel, this
city, where he furnlshed rank with a letter to be copied and sent to the Civil

Service Commission. That afternoon, Frank gave me this letter, also a letter
written by Mr. Helvering, addressed to Congressman Ayers, stating that he
wanted me to take them home and read them and return same to him later. I did
vot take the copy meant for the Civil Bervice Commission as it merely asked for
recognition, but the letter addressed to Con man Ayers I retained long
enough to read and copy. This letter as I copied it is as follows.



B

o dalen Mt o

e

192 ‘NOMINATION OF GUY' T. HELVERING

" And that is the letter I just read. Now, you say at that time you
h?ﬁd had no difficulty and were not trying to put Lamb out of the post
office. S .

‘Mr. HeLvering. Tdon’t remember every having any difficulty with
him whatever. I remember these men approaching me, Mr. Wann,
1 believe was the méan, stating it would %e a very popular thing to
put Mr. Frank in there as postmaster, and asking me if there was not
a ruling of the Civil Service Commission something about reinstating
soldiers, and I wroté to Congressman Ayers about it.

-+ ‘Senator HastiNgs. Do you remember why you said in this letter
that Lamb was a double crosser and had handed you several packages?
“Mr. HELvERING. No, sir; I don’t. ;

) Sen;ztor HasTtings. You don’t deny making that stdtement in this
etter ' :

Mr. HeELvERING. No, sir; I don’t deny it, because I don’t remember
‘the letter, except a géneral letter to Ayers in getting an extension of
‘this order.

“vSenator HasTings. ‘Anid you have no explanation as to why you
called him a double cro,sser‘fy
"Mr. HeLvering. No, sir; I don’t.
" ’The? CHATRMAN. You-do not recall as to why you chose that lan-
age
gul\ r. HELveERriNG. No; I don’t remember it at all.
- Senator CoNNALLY. You remember writing the letter but in a
‘general way? e
" MF. HELVERING. I remember taking it up, but these people said
Frank was a very popular man and it would be a popular thing to let
him take the examination.
Senator BArkLey. Was that after vou retired from Congress?
* Mr. HELvERING., Oh, yes.
“*Senator HastiNgs. Mr. Helvering, did you have any talk with
‘Mr. Pratt and suggest to him that he attempt to get any money from
‘Mr: Lamb? -
¢ <“Mr. HerLvering. No, sir.

.Senator HasTINGS. Did you ask him to try to get money for this
- 'eampaign from Mr. L.amb?.

Mr. HeLvERING. Do you mean after the election?
-+ Senator Hastings: Either before or after the election.

Mr. HeLvering. Yes, I think Mr. Pratt had been raising campaign
funds down there at various times.

' Senator HasTinags. . Did you suggest tohim that he see Mr. Lamb?
at-Mr, HELVERING. 'No, sir; I did not.
= “Senator HASTxNGs.;fou did not suggest to Mr. Pratt to see Mr.
“Lamb and see if he Would not contribute a thousand dollars?
,,.éé,)&r. HewLverinG. No, sir.
wddBenator Hastinas: Did you ever suggest to Mr. Pratt that if Lamnb

* »%6quld not raise the t.'}}qg'g{a’x_:d. dollars that it might be paid in monthly

wthlntents? pxe
M¥,; Hevvering., No, eir; I.did not. : .
gnator .Has'rmo_s.nf)id- Mr, -Lamb’s newspaper sdpport you in

b M HeLyering.“As T ¥ allh ; did; yes.
I 4 L1EL ., s 1 recall, they did; yes. .
;FiSExilnwr A.Hasrmcé%?pph!t y'og recall ‘it definitely, that they did?
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Mr. HEINERIN@?‘ 9ent Qub stuff to people.to put in the Demo-
cmtlc papers and eya .carried at. .

Senator HasTINGS. Dld not he make a specml effort in 1918 to
help elect you to' Cotlg

Mr. HeLverING. I do not recall that. .

. Senator HastiNGgs. He states that he issued a daily paper instead
of a semiweskly paper for the purpose of helping you in the cam-
pl?lg? and distributed ‘it among 2,500 people. Do you remember
that

* Mr. HeLvering. No; I do not recall that.

" Senator HastiNgs. Do you know Mr. W. D. V inson, of Clay
Center?

Mr. HeLveERrING. I used to know him.

- Senator Hastings. Did you ever heve any difliculty with him?

- Mr. HeLveriNg. No; not any difficulty.

Senator Hastings. What sort of o man was he?

‘Mr. HeLveRrING. I thought he was a nice man.

- Senator Hastings. Did he have a good ' reputation in his com-
munity?

Mr. HeLveRrING. So far as I know,

Senator CrLark. Did he ever want to be postmaster?

Mr. HELVERING. Yes.

Senator Hastings. Where?

Mr. Henvering. At Clay Center.

* Senator CLark. Was he appointed?

Mr. HeLvERING. No, sir,

- Senator HasTings. Did he fall out with you about that?

Mr. HELVERING. Yes, sir.

Senator Hastinags. Did you say a while ago you never had any
difficulty with him?

Mr. HeLvering. I never discussed it with him, He wrote a lot of
stufl around about me, but I never discussed it with him.

Senator BARkLEY. Was that after you had not appointed him as
postmaster?

Mr. HeLveRring.  Yes, sir.

Se?nator Hastings. Did he say things about you which were not
true?

" Mr. HELvEring. Yes, sir;

Senator Hastinags. Did you not say he was a reputable man?

Mr. HELveERING. You as{;ed me about the time, I knew him, yes.

Senator Hastings. When did you know him? Did you know him
prior to 1919?

Mr. HeLveERrING. Oh, yes.

Senator HastiNgs. How long had you known him?

Mr. HeLvERING. Since 1910,

Senator Hastinags. And he was the ‘president of the W. D. Vinson
Hardware Co., was he not?

Mr. HELVERING." Yes, he had a hardware store at Clay Center.

Senator Hasrings. And was a reputable business man at that time,
was he not?

llMr Heuvering. Yes; I think so. *I knew nothing against him at
all .
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Senator Hastings. Can you explain why he should write a letter
to Mr. Frank in which he says:

" T appreciate your position and I think I understand where the difficulty is.
I know the man you have to deal with. - If he still aspires to political bonors you
may bring such pressure to bear that he will hardly dare to go back on you.
Otherwise, there Is only one think that will count, money. I have not the slight-
est doubt that if you should promise to divide the salary, the matter would be
favorably settled immediately. I know by actual experience that he is that
kind of & man. ‘ ¢

Senator CLark. I renew the objection I made day before yester-
day, which was decided by unanimous vote of the committee except
the Sgnator from Delaware, that that statement be stricken from the
record. .

..'The Crairman. I will let the committee express itself on that.
Of course the Senator could read the letter on the floor of the Senate.
It is not admissible.

.. Senator Crark. It is not admissible. It is from a dead man, or
purports to be. It has no probative value whatever, and is for the
gole purpose of throwing filth on Mr. Helvering. The handwriting
and signature are not verified. -

Mr. HeLveriNg. I have no objection to it.

Senator Hastings. 1 want to serve notice on the committee now
that they are not going to accomplish anything by cutting out this
sort of questions and this sort of letter. .

. The CuarmMaN. Mr. Helvering says he has no objection in_the
warld to it. I am clearly of the opinion that it ought not to go into
the record, because the men is not here subject to be cross-examined.
; . Senator CLARK. I withdraw the objection. If you want to make
this a filth-throwing contest, we will go to it. ¢

Senator HasTings: All right.

-. Senator Byrp. Do you know that that letter was written by this

M

man? .
Senator Hastings. . Will you look at it and see if you doubt that !

it is & genuine letter? He states he received it from Vinson. Do

Mr. HeLveriNGg. You were asking me if this man was a man of ,
good reputation and if I knew him to be such and whether I had had
any trouble with him.  You were referring to the time when I knew
him and he wanted the postmastership, were you not, not at the
time he wrote this letter?

| .Senator Hastings. If you want to make that explanation. h
! ..Mr. HELvERING. I.would just like to state to the committee that
: &8 far as I know in 1914 or 1915, whenever the post office appoint- I

. ment was up, in Clay Center, that I knew Mr. Vinson there as a
merchant in the town. He was a candidate for the post office, as
- well a8 other men—some three or four. I did not chdse to appoint
- “Mk; . Vinson—to recommend him for that appointment, and he became I
“y-Nery. vitriolic and started a campai;in.a ainst me forj reelection in ;
914,.in which he mwgls charges that haﬁ sold out a post office. '
. P Senstor Warsn. Did he write letters to the press against you?
.« 5 Mr, HeLvering. Yes, sir. : !
- oaiaenator Warsa, He did) to the press? PR g
. HELvERING. Yes, sir. :

. The CHAIRMAN. And you were reelected?
.+.. Mr. HELVERING. Yes, sir; twice after that.
#7"The CramrMan. Did you carry that town and county?

i
-
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Mr. HeELvERING. Yes, sir; that town and county.

The CrAIRMAN. After he had made these statements?

Mr. HELVERING. Yes, sir.

g’ll;l}e CHAIRMAN. You say he published some letters in the paper in
1

Mr. HELYERING. Yes, sir. :

Senator BarkLeY. Did you at+any time ever talk to him about
demanding or expecting or requiring any division of salary if he should
be l&ppointed‘:’

r. HELVERING. Absolutely not.

Senator BaArkLEY. Did you ever intimate anything to him that
could have been construed as a basis for any such charge as intimated
in this letter?

Mr. HeLvering. No, sir; not to anybody else at any place.

Senator BarkLEYy. What is the date of that letter?

Senator ConnaLLY. The tenth month, twenty-seventh day, 1919.

Senator CLARk. Did you ever have anybody else in your district

who wanted a postmastership and who was not appointed and who

got mad and went around and abused you?

Mr. HeLveRrING. ' Yes, but not as vitriolic.

Senator CLARK. You had a good many of them that would be sore?

Mr. HELVERING. Yes, sir.

Senator CLark, Would you mind giving & list of those to Senator
Hastings so that he can communicate with them?

Mr. HELverING. I am sure he would not want them.

Senator HasTings. I will make known what I want and the com-
mittee can do what it pleases about it.

Do you remember being in Washington in 1919 when some citizens
of Manhattan talked to you about the matter of the post office?

Mr. HeLverING. No, sir.

Senator HasTiNgs. Do you remember saying to those persons ‘It
is too late now’’ and one inquired why it was too late and you said
you had Lamb’s name removed from the top of the list? Did you

* make that statement to anybody?

Mr. HELverING. About what?

Senator WaLsH. Do you mean top of the Civil Service list?

Senator HasTiNgs. Yes,

Mr. HeLveriNG. No. I never talked to anybody like that.

Senator CoNNALLY. I think the witness is entitled to know to whom
he is supposed to have been talking.

Senator Hastings. I would tel% him if I knew. I do not know.
Did you say to him “I might get caught in trying to get him removed
and put back, at the top of the list.”

Mr. HeLvering. No, sir. .

Senator HasTings. Did you ever have anything to do with putting
Lamb at the top of the list? o

Mr. HELVERING. At the top of the Civil Service list?

Senator HasTINGs, Yes.

Mr. HeLverinGg. No, sir.

Senator HasriNgs. Did you ever tell him that you had anything

to do with it? .
Mr. HerverinNg. No, sir. .
Senator HaAsTINGS. You never told him that?

[y
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Mr. Heuvering. No; I did not have anything to do with it. I

' ""':'did,not. know he was at the top. .

. R 1 . y Pge o .
Senator CLark. Did t‘Kou ever have control over the Civil Service,
Mr, Helvering, durlmf e timg, you were in Congress? . )
Mr. HeLvering. I never remember having any control over it.

~ In fact, I saw them very few times.

0

.. Senator Hasrinegs, . Did you think you had any control over them?
:'Mr. HeLveriNg. No,sir., ~ . , _
“'Senator CONNALLY. Under the presidential order issued by Presi-
dent Wilson in 1917, is it not true that the high man, was regarded
ag the one who was to.be appointéd over the country?. _
) glx_'. HevveriNg. T think something like that. L ,
" Senator ConnaLLY. I know, because I had some Republicans ap-
f{ointed in my district for the reason that the high man was a
epublican. G ‘ ‘ .
rSenator BARELEY. ‘That order had one exception, and only one
eéxception, that if because of character or something of that kind the
igh man was not qualified, he might not be appointed. I know it
caused a good deal of comment. p
Senator Hastings. Do you know Ella E. Burton, of 1612 West
Sixth Street, Topeka, Kans.?
"Mr. HELVERING. vf‘es, sir. I do not know whether that is her
address or not. . She lives in Topeka.
““Senator HasTings. Is she a married woman?
Mr. HeELvERING. Yes.
..Senetor HastiNas; Who is Mrs. Burton?
“"Mr. HeLveriNG. Well, she is a political ally of Dr. Brinkley.
. .Senator BARKLEY., Doeg the record show who Dr. Brinkley is?
" Mr. HeLveriNg. He was the independent candidate for Governor

" of our State.

+-Senator CLark. What is he in civil life?
" -Mr. HeLvering. He is commonly called the ‘“‘goat-gland doctor.”
...Senator Hastings. Was Mrs. Burton a candidate fgr any office at
the last election in Kansas?
‘Mr. HeLveriNg. I do not recall whether she was) or not. She
surely was not on the Democratic ticket.
Senator HasTings. Was she a candidate 2 years ag
Mr. HELVERING, Yes. .
1iSenator Hastings. What was she a candidate for aff that time?
Mr. HELVERING. Superintendent of Public Instructipn.
- tor CLark, Was.she elected?
1. Mr. HeLverine, No.. , :
#"Senator HasTings. Was she a candidate at the prithary?
~7'Mr. HELVERING. Yes, she was put on the ticket. §There was no

nator Hastinags. She :was put on the Democratic ticket?
ea, Air.
Senator Hasrings, Two years ago?

Y

. “Mr. HeLveriNg. Two years ago, last election.

.

gg%r;gurmcp That would be in 19307?
Ar.- HELVERING.  Yes. .

. Bénator Hasrinas.: Do you know approximately how many.voteé

-'Asli.é:ijeceived? T T

Wl . e
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Mr. HeLveEriNGg. Oh, ¢ fo hundred and some thousand—I do
not remember now. .
. Senator HasTings. Now} Mr. Chairman, I have here a letter sup-

osed to be signed by Ella S/ Burton, 1612 West Sixth Street, Topeka,
ans. I cannot prove herjsignature.. I cannot prove she wrote this
letter. Itis addressed to me and dated Topeka, Kans,, May 3, 1933.

Senator CoNNALLY. Where is she now? ,

Senator Hastinas. I.do not know. I have not tried to get her
here as a witness, . | ,

Senator ConNaALLY. Do lyou think it fair to bring all these wit-
nesses here and cross-eéxamine them and rely on a%etter like that,
under those circumstances? Do you -think that is fair? 1 am
appealing to your sense of [justice and fairness to this nominee. Do
you think that is quite I;iﬁ' t?

Senator Hastings. We have taken in the form of testimony here—
frequently statements havé'been made by the various Senators and
by persons appearing befofe the committee that Mr, Helvering is a
man of excellent reputationjin the State of Kansas. This letter comes
from a woman who'clnimsnto be a Democrat, who was a candidate on
the Democratic ticket and she says she received 252,000 Democratic
votes. She is vegistering her protest against Mr. Helvering’s con-
firmation. The practice aof the Senate has always been that those
protests coming to the cominittees are made a part of the record of
Mr. Helvering or anybody else. ‘

Senator CoNnNaLLY. Yoy have not.answered my question whether

tyou believe that is perfectly fair.

.

Senator Hastings. I am franik to say that all these hearings ought
to be confined to legal evidehce, but that has not been the practice of
the Senate and there is no likelihood that they are going to change it.
If it has been the practice i the past, I am laying before the Senate all
the information I can get and will let the Senate act on it.

Senator ConNaLLY. Why have any witnesses at all?  Why not
just let any of them write ahy kind of line they want to and send them
in here and put them in the record? I think we ought to confine
ourselves to some sort of decency as .to what goes into the record.
Here is & woman that is qut in Kansas. If you want her here you
can get her here as a witf‘xess. It think it is unfair to admit that
kind of letter. .

Senator Hastings. I think the chairman has been urging that this
matter be pushed along. !I succeeded after considerable debate in
the committee the other |day in getting some of these witnesses
subpenaed. , o

Senator CLArk. Did thdy subpena every one you asked for? .

Senator Hastinas. They certainly have. I would not say exactly
that, because the committee decided definitely the other day that 1t
would not go into these}political questions, political complaints.
‘When I discovered this Lamb matter.which was sent to me, I went to
the chairman and told him in that case I thought there ought to be
subpenas issued for these witnesses and he readily granted me the
right to subpena them and I did subpena them. o
. Senator CoNNALLY. You made some statement awhile ago you
could use the privileges of the floor, and that you did not want to ram
any of it down—]I want to say, for my part, the floor is as free to me
and others as it is to the Senator from Delaware, and if he is going
to make a sniping warfare, we can all do the same.
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Senator HasTings. I am not making any sniping warfare.
" The CrairMAN. What was it you wanted?

Senator HasTiNgs. I want to put this letter from this woman into
the record and find out whether or not there is any reason for her
meking statements that were not true.

* The CrAIrRMAN. The Senator can read it on the floor.
- Senator ConNaLLY. I move that it be excluded.

(The Chairman put the motion to the committee and all voted in
favor of excluding the letter except Senator Hastings.)

Senator HasTiNgs. I have a telegram from a man by the name of
H. Homer, who says that if we will subpena the auditors that are now
investigating the Highway Department of Kansas that it will be
sufficient to disqualify Mr. Helvering as a highway commissioner. s

" Senator CLARK. As what? :
. Senator HasTiNGgs. As Internal Revenue Commissioner.
. 'The CrairmaN. When did you get that telegram?
--*Senator HasTiNgs. Yesterday.

- 8enator BYrp. Where is that telegram from? ’
oy Senator Hasmings. H. Homer, New York City.
D 4 - . Senator WaLsH, What does it say?

PR 4 : o telegram was read to the committee but not entered of record.) t
- ~ Senator BArkLEY. Ascuming that Senator Hastings is going to
réad this letter from this woman on the floor of the Senate, I would
like to find out something from somebody about this woman, who she

is and what she is. I do not know what is in the letter. I do not t
know what sort of insinuations or charges she makes. But if it is

G g

3 _going to be read on the floor, somebody ought to know something w
about her, her attitude. and environment, and whether there is any <
personal animus back of it.

- Senator WaLsH. I am sure Senator Hastings would not read any
_ letter on the floor if he was not satisfied of the person’s personal
integrity. . ir
_*Senator CoNnNALLY. I am not objecting to Senator Hastings asking
-Mr. Helvering any question he desires about this matter, or any
charges in the letter.
-+ 'The CralrMAN. Go ahead Senator.
-“"Senator HastiNngs. You heard Mr. Titus’ testimony this morning
rélative to the Slim Jim Qil Co. case, did you not?
. Mr. HeLveEriNG. Yes, sir.
- .. Senator Hasrings. Does your recollection of that matter agree
1. § . .with his? : . w
Y .~ Mr. HELvering. In some particulars, yes.
- ii{Senator Hastings. Why did you not tell the committee of that k
3 ' cdge you handled as clearly and as succinctly as did Mr. Titus? h
e - .4 Mr. HeLvering. Well, grou asked me the other day from the t.
A © +.'vedord—I told you to my best knowledge just the way I reinember a
. .. +thé'case being handled, )
-4 Seénator HAastIiNgs. But after I asked you those questions, then tc
-.Y¢u' prepared and brought before the subcommittee a written state-
', meit concerning it. -
. #Mr. HeLverINGg. Yes, sir.

' *“‘Benstor HasTiNad. After. you had given it due consideration. In
that matter you did not tell us the story like Mr, Titus told it.

- Mr. HerverinG, I told it just the way I recalled it. h
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Senator Hastinas. Do you remember now going with Mr. Titus
to see the Commissioner?

Mr. HeLveriNGg. I do not recall that circumstance. I know we
had half a dozen or more conferences with the Department?

Ser.ator HasTiNGgs. Do you remember when you first went there
and introduced Titus to the Commissioner?

Mr. HeLvering. I do not recall having been to the Commissioner
about the case at all, now.

Senator HasTings. Do you recall distinotly any person in the
Department that handled this cnse?

Mr. Hevvering. Well, I know we had conferences with Mr, Powell
and Mr. Darnell and reached the conclusion the case would be ad justed
under the special assessment section, and when that was done there
was nothing to do but to figure out the case.

Senator HasTings. How many times did you go to the Department?

Mr. HeLveriNg, I do not recollect. Perhaps 5§ or 6 or 7 times.

Senator Hastings, Did you ever go to the Department until
Titus and Taylor came here?

Mr. HELVERING. I do not recall that I did.

Senator Hasrings. Mr. Titus says, as I recollect his testimony,
that he came here and stayed until the case was settled.

Mr. HeLvering, Yes; I think he did.

Senator HasTiNgs. And that was only a few days, was it not?
hMr. HEevveriNg. Well, I think possibly 10 days or something like
that.

Senator HasTings. So that from the time you took the matter up
(wi'ith?the Department until it was completed was something like 10

ays

Mr. HELVERING. Yes, sir.

Senator Hastings. Who was Mr. Powell?

Mr. HeLveRING. Powell was the valuation engineer, as I recall it,
in the oil section of the Department. 4

Senator Hasrings. Was he from Kansas?

Mr. HeLveriNg. I don’t know, sir.

Senator Hastings. Where is he from?

Mr. HELvERING. I do not know.

Senator Hastings. How long had you known him?

Mr. HELVERING. I had not known him at all, but Iiwas referred to
him at that time. A

Senator HasTiNGs. Were most of your dealings in the Department
with Darnell or Powell?

Mr. HeLvERING. I do not recall all those circumstances now. 1
know we went through the case and I made an arrangement for a
hearing, told them I wanted to have a hearing on this'case, and when
they could come. That is the only thing I remember before they
arrived here.

Senator HasTiNGs. And then when they arrived did you take them
to the Department? |

Mr. HELVERING. Oh, yes. . T

Senator HasTiNgs. Did you have a hearing?

Mr. HeLvERING. We had several of them.

Senator HasTiNGgs, Did you have a hearing that day?

Mr. HeELvERING. I do not recall about that, Senator, whether we
had it that day or not.
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“.Senator Hasmingk, Did ‘you hear Darnell say tha‘t the mntter hud
been referred to him for settlement?
" Mr. HeLvering! No;T do not recall him makmg’that stat,ement

Senator Hasrings: Did yoit know a8 & matter of fact that the mat-
ter was in the hands of ‘Mr. Daméll for settlement?* -

Mr. HELVERING. I know 1t was in the section and he was the chief
of that section.

‘ ?Senat,or HastiNgs. Does not tlmt mean it was up’ 'to him to handle
t? - B AL FHERCEAN

Mr. HELVERING. Yes; sure. That is where it was settled.

" Senator Hastikys:" You ‘were not there when it was settled?

' Mr. HELvERINGET was there when it was all agréed on, how it was
gomg to be settled 'yes.) .-

. Senator HasTiNgs. Mr. T,ltus §8ys you were not.

" Mr, HELVERING! " "N6&,; Mr. Titus says I was not there when they
reuched the agreethetit;‘ns to how to enter the items and so forth,
#nd T know I'was'not.} ‘

Senator Hastings. He went back to the Department without you?

Mr. HELVERING. Yes "There was nothing there for me to do after
théy reached thé‘dgreeinent'on the way the thing was to be settled,
because it was sirtiply ‘4 matteér of computing the tak.

Senator CLArRk. Were you an gccountant?

Mr. HELvERINGH NG, ir. ™ .

«:{Senator HAsTINGS! ‘What ‘Was the agréement?

Mr. HeLveriNg, That was in 1919 we had this case, asked for the
hearing.: We went over there and had the hearing and it was finally
dgrood it was a cese which could not bé adjusted on the law for in-
come for certain years, and they put it under a special assessment
section, which I referred to the other day, which ‘'was an arbitrary
assessment nnd t,hey agrced on the basis of this case similar to other
like chses. -

Senator HasTings, At the time they reached thd agreement there
was nothing said about tlié ‘amount?

Mr. HeuveriNg. I think there. was something} said about the
amount that was figured up' that would be taxabig under that sec-
tion, if it was allowed on the rate, as I recall, of sorhething like 20 or
22 percent, whth bther like companies were bemg assessed that year.
! Senator Hastigs. -Did you -hear Mr. Titus tell ' Mr. Darnell that
they had about $600,000 they were willing to pay? -

UE Mﬁ' HELvERING. Nd I do hot recall any conversftion of that kmd
pbta
o f Senator Hastings.:: Did he tell you what amount of money he was
7 drépared to payTe o
o WiMr: HeELveEriNG: 1'do not ‘recall that he did. ‘L :
© ¢ ¢Seriitor Hastiivas, “Did you have any idea as the amount’ of
money I;;ou were, %rymg to have this tax reduced to?
ervERiNg PTHe onllvq ‘thing I was tl?nng t§ do in that case
Wi as to get this compnay, which had unusual profif as a result of a
* gile, that had a small capitalization and also for & texfon the same bnsns
tﬁat other comp’amea of liké'busiriess were being asdssed.
nntor Has s Did'you find dut in your exarfination what the
> -diffieul IS ﬂg‘ 6 2’years Mt. Titus wasftrying to get the
: stet lbd? b };.Ll:'w PARTRRIE o ; .
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- Mr: HeLveriNg. They - assessed - the, tax for 1917 on- the basis of
practically no capitalization and the big profits from the sale in that
year. D )
" Senator HasTiNgs. What was your suggestion as to the way 1t
ought to be sattled? , o D

Mr. HeLveRrING. I do not know that it was my suggestion. I

know it was the facts. I remember we submitted the names of
several other companies and it figured out the tax these companies
in the same line of business, had paid an average of twenty sume pei-
cent, as 1 recall it. I asked that. this company be put on the same
baslis ns other companies in like line of business and assessed accord-
ingly. . : :
Sg'nator HasTtings. ‘You gave the impression to the committee the
other day that there was something. crooked in that settlement of
$451,000 for the year 1917, = Did.you not intend to give the com-
mittee that impression?

Mr. HELvERING. No. What Lintended to give the committiee was
that after this case was settled, so far as I knew, as the basis of settle-
ment, that then a roturn was made up on a basis which was different
from that and submitted to the Department, of which I knew nothing.

Senator Hastings. Was there anything wrong in the way the caze
was settled, from your point of view, in 1919?

Mr. Hevvering. Only that they put it In on a basis that was
different from the basis that was agreed on, and I did not think it
would be substantiated on that basis. I did not know that, however,
for a year or so afterwards.

Senator HasTings. You did not know on what basis it was filed?

Mr. HELveERING. No, sir. S

Senator Hasrtings. What is your judgment now about it? Was it
settled on the proper basis in 1919 or not?

Mr. HELveriNGg. The amount for which it was settled was ubout
right, perhaps that is about the right amount. But instead ol settling
it on a special assegsment basis under section 210 nw.d agreeing that
the tax paid in this case would be as all other like cuses, the figures
were juggled in this return and filed back there in the Department,
which was not the basis I understood it was to be settled on.

Senator ConNaLLY. In other words, the settlement, so far as the
lump sum is concerned, you think was fair and right, but the elements
that made that, you think were improper and had been revised?

Mr. HELvERING. Yes, sir. The only thing I know about it, after
the settlement I received a letter from the Cominissioner. I think it
was an A-2 letter, saying that the amount had been agreed on aund

they were going to pay it.

Senator CLark. You say you never saw the way it was set up for 3

A year or two afterward?
Mr. HeLvering. No.

Senator BARXLEY. In all of your conforences with the Departinent
there, you were contending for a certain principle on which it was to 38

bo settled? .
Mr. HELvERING. Yes, sir.

Senator BARKLEY. And thereafter you did not have anything to do

with it. The question of calculating you did not have anything to

do with? ; .
Mr. HeELVERING. I got this letter from them.
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" Senator BARkLEY. But that was after youv appeared before the ,
Treasury Department? tee
Mr. HeLvERING. Yes, sir. thi
Senator BArkLEY., You were fighting for a principle on which this W
thing was to be settled, and after that principle was a?reed to, it was lia
merely a matter of caloulation? 1 <
-Mr. HeELveERING. Yes, sir. g \
- Senator BARKLEY. And later the company sent you a letter which the
they received from:the Treasury?

-Mr. HeLvERING. -Noj; they did not send me the lettﬁr. They wrote ass
me it was satisfactory and they were going to settle ft. wi
I m.i%ht say that we had a o%g fight to try to make this on the if
basis of a 1916 sale. - This man Titus agreed if they could settle for €O
the amount of money they had on hand they would settle it. :

Senator WaLsH. I understand it, this principle of settlement th
was made under your settlement, and when the new::administration w

came in in 1921 it was a new principle. .
Mr. HeLvERING. I shink it was an offer of comproduse.
Senator WaLsH. Do you feel an injustice was done‘the concern, or

that the second administration applied a different tax principle? th
Mr. HeLvERING. - There is no question in my mind at all but that

the tax levied in that first gettlement was exactly corﬁsponding with ‘to

levies of like concérns wheré they had proper capitalization; abso-

I lutely no question.
Sex}?utor ALsH, Have you an opinion about the second settle-
ment
Mr. HeLvering. 1 don’t know. I did not go into the second case. mi
In looking at these papers I see an offer of compromise was made. I
%d not kgoziv anything about that until I saw those.papers Senator
astings had.

" Senator HasTiNgs. When did you first find that this case had been
setgeg?diﬁerently from that which you understood it was going to be
settle

Mr. HeLvering, As I recall, I had a communication—I do not
think it was from Mr, Titus. I am not sure. It might have been.
It was called to my attention it was going to be reaudited. I made

_ inglmry of the Department as to the reason.for this, and'in this inquiry
L:discovered that the returns as they had been made were not made
according to the gettlement I understood. I advie{d them to get
somsbo 1y else. :
. “*"Senator HasTiNngs. You did not make that explanation the other dc
: da&wﬂth respect to it.
Mr. HeLvering. I told you as I recall the returns hgd been juggled
-, 'sround some. I did not want to have anything to do |ith it.
.. .. Senator HasTiNgs, You stated the other dey very dlearly that you w
fitat discovered this from Washington, Henry & Co., when they came w.
sfidiadmitted to you' that t.h:x' ?added the books of this corporation.

%M HBLveRrING, “The word ‘“bboks” should havé been reports. re.
"~ I-to-not remember saying anything about books. . 1 £
.+ 7 Benator HastiNgs; I read it to you on_the secoifd hearing and or

o7 m&&ou to expldin i¢.: ‘Did Washington, Henry & C§. approach you e

++... upon the subject again w¥ all? = - , '
"+ Mr, HELVERING. I do not recall who it was. I know I was ap-

proached.

. .‘
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Senator HasTiNGS. You said in your statement before the commit-
tee here that “We had a hearing on the case of an audit made by
this company,” and you were asked the question, “The firm of
Washington, Henry. & Co.?"” and you said that audit revealed a tax
liability of $450,000.

Mr. HeLvERING. Something like that,

Senator Hastings. Did the audit reveal any such tax liability as
that? The audit did not reveal that, did it?

Mr. HELVERING. 'Applying like amount of like companies had been
assessed we could not get at it very well, because we did not know at
what those companies had been assessed only in a general way; but
if that assessment was applied to them on the basis o% income of other
companies, that is dbout what it would figure. i

Senator HasTings. You say here that you fought that through
the Department through the income tax or advisory committee.
Who were they?

Mr. HeELveRING. I do not know, sir.

Senator Hasrinags. Was not there an advisory committee?

Mr. HeLverING. It was set up as a kind of appeals committee, 1
think. I think this case went to the Solicitor, if I recall correctly.

Senator HasTings. Mr. Titus, Mr. Darnell said he had authority
‘to settle it, and Darnell settled it.

Mr. HELVERING.' Yes, sir. :

Senator HasTinas. What do you mean by advisory committee?

Mr. HELVERING.! It was a committee that had these special cases.

Senator HastiNgs. Can you name a single member of that com-
mittee? »

Mr. HeLverinG. No, sir.

Senator HasTinGs. You cannot remember & single one?

Mr. HeLvERrING. No, sir.

Senator HasTINGS. How many were on the committee?

Mr. HevLvering. I do not recall about that. -

Senator HasTinags. Were there as many as half a dozen?

Mr. HeLveEriNG. I do not remember.

Senator HasTiNGgs. Were there as many as a dozen?

Mr. HeuvvERING. I don’t know.

Senator Hastings. Were there as many as 257

Mr. HeLveriNg. I don’t know,

Senator Hasrings. Were there as many as 507 |

Senator BARRLEY. You do not think there were over a.thousand,
do you?

Mr. HeLveRING, No, sir.

Senator HasTINGs. You say here [reading]: .

We fought through the Department through the advisory ‘committee and it
was fixed at about that figure and a year or so afterward they called me and
wanted me to go back and fight that case over. '

The CuairMaN. Who called you? ;

Mr. HeLvering. Washington, Henry & Co. They said there had been a
reaudit down there. They came up and of course 1 intended to continue to
fight the case out for them, but they came up and admitted to me that the
original audit which they had set up and on which I had depehded to make this
settlement, had with the cooperation of certain officers of the company, been
aargded. and I refused to have anything more to do with the case from that

© On. -

.
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,. Do you stand on that statement or not?

-‘Mr. HpLvERING. That statement was made to you the other day
without having thought of it for 14 years. I knew there was some
reference in_the ¢dse, that I'réfused to have anything to do with it.
" Senator HasTiNgS. Did 'you ' intend to give- the committee any
impression that there was something crooked in what Washington,
Henry & Co. had done, with-the officers of the company?

" ‘Mr. HELverING: If makiig. the return different from the basis on
which I agreed, was crooked, then there was crookedness.

" *Senator HastiNds. What' is your testimony now? Was  there
érobkedness? ' 7 . ‘

“iMr. HeLveriNG' In that testimony here, they say the Depart-
nient advised them to make it up on that basis.

Senator HasTings, Was there any crookedness in -the Department
g0 far-as you know?

““Mr. HELVERING. ' Not that I know of.

Senator Hastinas. Was there any crookedness on the part of
Washington, Henry & Co., 8o far as you khow?

. Mr. }%Ewnmivﬁ. TIn reférence to this? -
- Sénator HasTiNGS, Yes. - ]

Mr. HELVERING,” No, not that I know of. :
viSendtor Histfhas.  Was there any crookedness on the part of the
officers, so far as you know?

Mr. HeLvering.. Not with their explanation.

Senatotr Hastids. Their explanation when?
~*'Mr. HELVERING: Tdday. : .

-0Genator HastiNga. - Have you believed up until they made this
explanation there was something crooked about it?

r. HELveRING. I knew the settlement was on a different basis
from that on which'I agreed.

Senator Hastings. Did you believe there was something crooked
about it? - =i '

Mr. HELVERING.  Yes, sif.

Senator HasTiNGs. And not until today has your mind been made
perfectly clear about that? :

Mr. HeLveRING: Tt has not been made perfectly clear.

_ Senator HasTiNgs. You mean to say, in your judgment now- there
“was something crooked about it?
. Mr. Heuvering. I know nothing about ®ny intentional crooked-

ness. .
) Senator HastiNgs: Crookedness means intentional.
.~ Mr. HELvERING., If those gentlemen were before the Department
: and the Department told them to make the return on a certain basis
« » and that basis was agreed oh, I think they should-do it.
' Senator: HasTings: :Hero is a'statement from Mr. Darnell about

. 'w'\:;4hid case, made in'1922, in ‘which a statement of this report is made,

s, -0nd I want to make that a part of the record.

g&‘ . lenm;zwlﬁht, :', Lo
SO ersmwmen’gmien to is as follows:)-
y P SO W 1 D IR .
Agnts ¢ g i . ,
' ',. )t :

. . lnﬁ uly sworn, deposes and says that in the year 1019
ey Natural Resources Subdivision of the Income Tax Unit of the
4> *_Bureau of Internal Revenue. That.as head of such subdivision in the latter part

V-
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of the year of 1919 there came before him in the regular order of business for
settlement the tax case of the Slim-Jim Oil & Gas Co. of Wichita, Kansas.

That he personally examined the records in the case, and called before him Mr.
James C. Titus, president of said oit company, Mr. Charles H. Taylor, one of the
directors thereof, and examined them fully in regard te the sale of the properties
of said companfr.

That with all the facts before him as.shown by the records, and as stated by
Messrs. Titus and Taylor, and after full consideration in the matter both on the
facts and the law in his official capacity he determined that the sale of the lease
owned by the Slim Jim Oil & Gas Co. was made in 1916, and that the sale of the
crude oil and storage, and the steel tanks in which said oil was stored, both owned
by said oil and gas company made in 1917, and.that under his direction the case
gpsﬁal(liq:ted and the income and excess profits taxes assessed in accordance with

is findings. T

He believed at that time, and he belioves now, that the facts and the lnw and
regulations in relation to the case were fully and fairly considered, and that the
action taken was the correct one to be taken in the premises.

On Friday, July 21, 1022, he appeared in person before the Commissioner of
Internal Revenue, Hon. David H. Blair, at his office in Washington, D.C., and
before Mr. Albert H. Fay, head of the Natural Resources Division of the Income
Tax Unit, and to them stated in substance the facts as herein contained.

" James L. DARNELL,
. Consulting Engincer, New York City.

Subsecribed to and sworn before me this 24th of July, 1924,

[sEAL] ! Irene Hiuvn, Notary Public.

My commission expires August 26, 1924,

Senator BARKLEY. You represented these people?

Mr. HevveEring. Yes, sir.

Senator BARKLEY. And you ropresented them in an effort to securo
a settlement on a ‘certain besis?

Mr. HeLvErING. Yes, sir.

Senator BarkLey. Which you have described?

Mr. HELvERING. Yes, sir.

Senator BarkLEY. They agreed to make that settlement on that
basis? .

Mr. HELvERING. Yes, sir.

Senator BARKLBY. Subsequently g return based on that agreement
was to be filed?

Mr. HELVERING. Yes, sir.

Senator BarkLEY. And when they filed it, it was not on that
basis; is that correct?

Mr. HeLvERING. Yes, sir.

Senator BARkLEY. Later on the Treasury Depurtment reopened
tho case and assessed against them an additional amount of taxes.
They came to you as their lawyer to resist that increase, and when
you found that whatever the cause that the return which they had
made, on which the tax had been paid, was not in accordance with
the agreoment you had made therefor and the principle on which
you had fought the case, so you. declined any longer to represent
them? . o g

Mr. HELVERING., Yes, sir. I

Senator BARLEY. That is the situation?

Mr. HELVERING. Yes, sir; that is exactly if. L

Senator HAB‘I‘iNGS._NOW, ur statement now is different from

0

that made the other day in t{.is.: You ascertained this fact from the

Department and not from Washington; Henry & Co.; is that correct?
Mr.. HELVERING. Sen‘ato‘rhl do ndt know just how I found out all

these things. I do not reca
174651 —83—pr 2——90
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= Senator HastiNgs, Do you remember Mr. Titus writing you a
letter about the case, ¢aying it was about to be reopened?
Mr. Hr_mvmmo.}'ﬁhe only thing I remember agout it is that it
was taken up with me again and naturally I went over to ths Depart-
ment to see why they were opening up a case that had been closed,
and then they told mé that this matter had been divided between
1916 and 1917, and.the tax assessed—I do not remember all the
circumstances. That.is not the way I understood it was to be filed.
When the communication came to me, whoever it came from, that
thg wanted me to represent them, I refused to do it.
'mwn?mr Hastings. Do you remember getting & letter from Mr.
8 ;! . :
““Mr, HELVERING. No. I don’t recall it.
.. Senator HasTings. ' You heard Mr. Edgecomb state about going to
- .thé I)éﬁartment relative to the Trap Shooters Oil case?
.« Mr. HELVERING.; Yes, sir.
-, Senator Hastines? Did you go with him?
- Mx. HELVERING. “Ye8, sir.
- Sj{;mtor HasTiNgs. And how many times did you go about that
case L
.The CuairMan. -Mr. Rice wants to ask Mr. Helvering a question.
.'Senator Hastings. All right. .
Mr. Rice. This matter was reopened, according to my recollection
- of the testimony, in May or June 19227
V.'ML HEeLVERING... Yes, sir. . o
r. Rice. Looking over the files, my attention is called to this
memorandum under date of November 28, 1921, before this case was
reopened, in which it was stated in two pages in reference to the Slim
-Jim oil controversy, the final section of which reads as follows:

2rAY the taxpayer’s income has been abnormal(liy increased by the sale of its

capital assets and in consequence appears to be disproportionate to its invested
capital, the taxpayer is evidently entitled to relief under section 210, providing

: :a&c‘uate relief cannot:be granted under article 63, Regulations 41, of a paid-in
utphis at the time of 6rganization based upon a proven field, or a discovery.

.. ~And ther follows a computation of tax, showing a tax of $459,-

" 283.78. This memorandum seems to be dated before the date the
case was icopened. Is that your recollection of how this cese was

. gettled, under section 2107

. 4:.Mr. HELVERING. That was the argument I made all through the

" casRu. R .
. o-Mr. Rice. I desire to put that in the record.
ot .(il\jhe CrairuaN, Let it go in.

f,‘;;'.»&“,‘ e matter referred.to is as follows:) &

‘Midrandum in re Sllgni,!ﬁq Oil & Gas Co. '
AThd findings of revenud agent’s report dated Beptember 20, 1919, allowing oil
fihahd to be included in inventory at cost is correct. The taxpayer including
it iiiyentory the oil on hand at market value 'is not allowable, as under the
_mzf 1tlua statutes the inventory should bs based on cost or market
hover is lower. - % 'u: . . [0 .,
kb8 revenue agent's Feport Is, however, ‘in érror in regard to an item of
(§74:310.01! **Royalty OI'Y, purchesed n allowing same to be charged as expense
gEpitlising the anioruntiby including in the inventory.
J ] ;of Jubd - 1917, taxpayer i'n letter addressed to Hon, W. H. L.
gorill; internal xx AU coljactor, Wichita, Kana., makes the statement that
vas 'no ofl dev p‘i&nt ‘In the'&:eighborhood of their {the taxpayer) lease

NoveMBER 28, 1921,

BEST AVAILABLE COPY



1t
.t_
1,
n
10

d.

SR e

/- NI

ROMINATION OF GUY T. HELVERING 207

prior to December 31, 1915; that the market value of the leascs remained prac-
tically stationary until in the month of March 1916, when an oil well was brought
in on a lease of other parties adjoining the said leasehold interests of the taxpayer.

Under date of June 15, 1918, practically one year subsequent to the foregoing
statement, the taxpayer in an application for relief under section 210, states that
on another groperty in this field a good oil well was brought in July 18, 1914.

The significance of these two apparently conflicting statements can be clearly
understood when it is known that the company was incorporated August 18, 1914.

_The first statement indicates the company was incorporated before any oil
g;scovery. The second statement indicates the company was incorporated after

scovery.

The substantiation of these two conflicting statements involves a question of
facts showing date of proven field by discovery of oil, and would determine if
taxpayer is entitled to relief under article 63, Regulations 41.

owever, it appears that the taxpayer did bring in a %as well August 3, 1914,
as a result thereof there existed an enhancement of value which the taxpayer
should be entitled to set up as paid-in gurplus at the time of the incorporation
of the company, August 18, 1014,

The taxpayer's contention that income from sale of capital assets is attributable
to the year 1916 instead of 1917 is not substantiated by the facts in the case.

Article 101, Regulations 33, provides that a corporation in the sale of capital
assets will include its profits in its gross income in the year the sale was made.

The contract of sale was entered into March 16, 1917, and was made
effective January 2, 1917,

Under & ruling, T.B.M. 60, Bulletin 15-19-454, the income from

sale of capital assets may be considered under section 210, Revenue
Act 1917,

As the taxpayer's fncome has been abnormally increased by the sale of its
capital assets and in’ tonsequence appears to be disproportionate to its invested
capital, the taxpayer is evidently entitled to relief under gection 210, providing
adequate relief cannot be granted under article 63, Regulations 41, of a paid-in
surplus at timc of organization based upon a proven field, or a discovery.

Additional| Additional

Additlonal
Tax origin-| 1ax, RAR | tax, RAR
Year ally paid | July2l, | Sept.2s, | ‘oX:cffies
1917 1919

1) 1. Y 1$82.93 1 cena
1916, original return 11, 24543 J
1016, amended rotUID. .c.cecvauancececnvcancsanoeoenss| 4,390.70 Lo iiiiifiiniaracaaaaas ' $8, 038,02
1317, amended return. N PO, 3 1,250,427.33 | 1 451, 245.78
1918, ciiciiriiiriannaan 60 |.cienennnnnn 12,759.91 Q]

.......................................... 30, 117. 52 1,228.36 | 1,246,604.87 | 459,283.78

t Pald,

! Qverassessment.
* Recommended,
4 Not yet audited.

Amount of income tax paid by J. C. Titus 1917, $20,477.07.
E. R. McCarray, Auditor,
Senator Hastings. In the settloment of the Trapshooters Oil Co.
case, here is a note on the figures, in the report signe by C. L. Powell,
directed to Mr. King, and 1t says:

As the property was entirely gone in two years, I have determined the deple-
tion computed by Mr.”Washinglon is correot.
" Is that the only quéstion that was raised in thet case? )
Mr. HeuveriNg. That was the big question. The other things,
the original set-ip, the coss, the amount of expenditures they had—
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bxpenses, and so forth; as I explained the other day—this was o large
gusher that only lasted 47 diys, as 1 recall it, and the item of deple-
tion Yirtually wiped ot the income of these people on account of the-
short, time the well was in forco, =~ -

Senator Hastinas. -Did you ever.go to the department more than

onee'in the Trapshooters Oil case? -
i Mr,‘HeLvering. Well,' I have ‘an idea that I-was there maybe
half &'dozen or more.times.. We had several conferences about it.
.'Senator Hastings. How many times do you remember going there?
“Mr.-HeLvERING. I¢ould not say.
‘Setiator Hastinas, . Ybu do not know whether it was more than
onceror not? . ) ‘
°Mr, HeLveriNG. Tam quite positive we never got things adjusted
il just'going over there once. -
wenator HasTinNgs. ,%pu heard Mr. Edgecomb’s testimony the
o eri;dﬁy, did you not AR ,

isMro HELVERING. Yes) sir.

-Setiutor Hastinegs. ‘Do you remember whether he said you went
withzhim or whether you: did not go with him?

*M¥. HELvERING. I do not recall what he said about that.’

wSehator Hasrinags.'What is I1{;;::1‘- definite recollection about it, that

yon'did go or did not-go.with him?. - .

. Mr. HELvering. I certainly vook it over there, took his books over
therp, and everything glse. I was with the case all the way through.
'bS,enator Barkrey. D4 you remember what suit of clothes you had
gn"‘that'day that you went over? -

“MyHeLvering. 'No3T do not recall, Senator.

Senator BankLey. That is fatal. .

-Senator HasTinags. Did you have a talk with Mr. Harry Washing-
ton. on Monday last?. <

- “Mr. HeLveriNG. 'Ybs, sir.

-+ Senator Hasrinas. Where.

- *Mr! HELvERING. He-came to my room at the hotel.

- Senator HasTings." Had you had any communication with him
befors he got here?

_ZMr: HeLveriNG. Yes; sir. I called him up on the telephone and
,h;x%d;zq locate him at gome placd in Texas. I then called Mr. Henry,
‘and he said be lived in Kansas City.
" Setintor Hastings. Did you ask him to come to your room when
":he*¢ame here?
“2=Mil HeLveriNg. No, sir. .
aneSenator Hastings,  Did he know that you were trying to find him?
{HEM2, HeLveriNg. Mr,“Washington came up to my room and sort
BBIY6R onto me abotit the statement he had seen in the paper as to
Ithad ¥aid abodt hiln... - . .. )
” Jgaiiator HasTinNgs!5Did you apologize for what you said?
MESHBLVERING. No,.sir. o
‘v idoator HasTings.i It was wrong, was it not?
¢ it was not. wrong; the way I understood it.
#Did. you show him this report and go over it.
jair: I'did. not have the record,
id' Washingtor, Henry & Co. have anything
61y ‘Thayer Drygoods Co. case?
 Henry did.




4

]
.NOMINATION OF GUY T. HELVERING 209

Senator HasTinGgs.  But not Mr. Washington?

Mr. HeLvering.! - Yes, sir.

Senator HasTiNgs. That was the first case you had, was it?

Mr. HeLveRiNg. Yes, sir. _

Senator HasTINGS. The second was the Slim Jim Oil Co. case?

Mr. HELVERING Yes, sir.

Senator BARkLEY, In connection with this telephone call to
Washington at the time you called him.did you know he was coming
back here or for what purpose did you try to reach him?

Mr. HELveERING. The Senator asked me a lot of questions here at
the first hearing when he pulled out a record here which I had never
seen before, coming to Washington this time, and asked me a lot of
questions about it. : :

Senator WarLsH. That is the file of the Department?

Mr. HeLveriNGg. Yes, sir; I was going to locate my old records.
I went down to my old office here, I remembered we stored some of
them. I could notlocate them. I ealled my partner in Kansas to see
if I could locate any files, and he could not gét any. I called Mr.
Washington to see if he had the files.. I called Mr. Henry to get the
files. I called my bank at Salina to get- the books, none of them could
be located. But after the hearing here on the 15th, when the Senator
‘asked me about these uestibns,% called the bank and asked them to
make a thorough search out there, and after 4 days they sent them
to me.

Senator BARKLEY. Then your object in_calling him was to try to
}locate your records here, but not to get to talk to him when he came

ere. .

Mr. HeLveriNGg. No, sir.

Senator BARkLEY. At that time you did not know he was going to
be a witness?

Mr. Hevvering. No, sir.

Senator HastiNGs. Senator Walsh asked you this morning il you
;)vmilg get a list of the fees you received. Have you got your fce

ook

Mr. HELvERING. Yes, sir. 'That is the paper that was sent to me.

Senator HasTinags. Have you the fee book?

Mr. HELvERING. I have all my working papers and my returns.

b %er‘lzator Hastings. Does that show the fees received from every-
o .

Mr. HELVERING. Yes, sir.

The Cuairman. Let us take a recess until 3:30 p.m.

(Thereupon, at.12:40 p.m. the committee took a recess until 3:30
p.m. this date.)

. .. - AFTER RECESS

The committee résumed at 3:30 p.m., pursuant to recess.

The CHAIRMAN. 'Proceed, Senator.

Senator HA_s'rmti:. Mr. Helvering, have you the records of your
in¢ome for the yedts that I ‘suggesteci?

Mr. HELvERING., Yeés.
Senator HasTings. Have you got your return there for 1919 in
any detail? )
r. HELvERING, Here is everything I have done on that.
Senator Hastings. Didn’t you keep any books, Mr. Helvering?
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% Mr. HeLveriNG. Yes;:I did. I don’t think I did in 1919. Every-
thing was handled—the first 3 months of that year I was in Congress;
then I' went out to organize that bank, and the books were kept in

" . -thebank. Ihead only one or two cases that year. Except these hotel

o bills'and things like that, I don’t find anything.

i ."‘Senator HasTinNgs. ‘Have you got anything showing in detail the

avcdipts from fees collécted in 19197 .

viMr-HeuverING. Only this notation on the income-tax return.

Senator HastiNgs. -What are the notations that are relevant?
‘o Mr. Henvering. Itishows outside of other items, so much the
first:3 months—— .
1y Senator HasTiNGs.: We have in the record the total. You have
- fiothing in there which shows the details?
-~ Mr. HELVERING (reading):
{8l Jim, $14,500; Emry Bird Fair, $1,250; Hutchinson Bank, $167; and the
: ns-Co., $330. -l

» e

épate. Hastings.'Tn ‘the matter of your fee in the Slim Jim Oil
4 2486, you have stated that the total amount collected was $25,000,
it §ou retained $14,600, and that you turned over $10,500 to Wash-
nl s that your’)‘éoonectmn?
“Mf: Het.veriNg. I'believe when you asked me the other day I
= “#01d'you I had to go entirely by this statement, didn’t I?
~m : MiSdnator Hastinas. ‘Yes.
5 i Mr. HELveriNg. Well, that shows $14,500 in 1919—and, by the
Wli'r*' 'was able to fild these and just got them the other day. I see
S ﬂ'&)‘l"mtumed $8,000 on that case.
/Sehator Hastings.” Well, now, wasn’t that case settled and the
money glaid in 19197
-9 My, Heuverinc, Well, I don’t remember about that, Senator,
9 -excépt.I see here in 1919 I put down $14,500, and in 1920, $8,000.
- Se 'atorr HasTings. You are now talking about the Slim Jim Oil

“% My, Herveriva, Yes. .
. Seﬁ%gbor HasTings. So that instead of getting $14,500, as you stated
£48 Gther day, on page 48 of the record, you find now that in the next

S Fear you got an additional $8,000?
.- Mr. HeLverinG. Yes, sir.
% Bénator HasTiNGs. Which makes $22,5007
... Mr. HELVERING. Yes, sir.
e - ' Sehator HastiNags. And that, plus the $2,500 which Washington t

nakes the $25,000; is that correct? .
Mr. HetveriNg. Well, I am just going by this record: That is ' !
. what:T received. -
. § 5% Benator Hasminos. But isn’t it true, if you got $14,500 in 1919,
v § z‘s,ooq in, 1920, ind . Washington, Henry & Co. got $2,500 that
Y B ;% 3 unts for the $25,000 fee? "
) © o PAT ML) XIBLVERING. Yes

il oosp

.

ptor HASTINGS That clears that up apparently, and completely.

Lo G ‘EW ﬁfnw 8}60%"1’ fo&%is p‘;)u:t, it ih%wﬁéﬁ,s&o by you, t
ol by Wash aoty, Henry &.Co., but you had s e amount
;'{ y g ‘,-'; ¥ ﬁ(gio Wéshmp was 810,500’? c
o 7T Ll : o

o

i AL e
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Mr. HeLvering. ‘1 just naturally supposed, Senator, whatever I
h}?ﬁn’t qelsported they had received as their fee. I didn’t know about
this until-——

Senator HastiNgs. You had overlooked the fact that you had
received $8,000 in 1920?

Mr. HELveriNGg. Well, I didn't recall it. I thought it was all paid
at once when I was:talking.

Senator HasTings. Have you your 1920 income-tax returns there?

Mr. HELVERING. fTwent.y‘?7

Senator Hastings. I mean the detailed statement of the 1920
returns?

Mr. HeLvERING. :Yes.

Senator HasTings. Is it on that sheet?

Mr. HELVERING. Yes, sir.

Senator HastiNgs. Just tell me how that sheet was made up.
You don’t mean that sheet was made up day by day, do KOU?
I lZ{Mr. HevveriNGg. Oh, no. That was made up from the day book

ept.

Senator HasTiNngs. Where is the day book?

Mr. HELvERING. -I don’t know. I have been trying to find it ever
since you called me on this question.

Senator HastiNngs. What particular $8,000 item is this here,
¢S, J. case”? Is that the Slim Jim case? Is that what that means?

Mr. HELVERING. Yes.

Senator HasTiNgs. The other day you stated, when you were
asked about how much of the business that you did came from Wash-
ington-Henry—you stated to Senator Walcott:

Senator, I had one case that in itself was worth more than all the Washington,
Henry & &o. cases.

Is that correct?

Mr. HeLverING. Yes, sir.

Senator HasTings, What was that?

Mr. Hevvering. The McMeahon Qil Co. case.

Senator HasTings. What year was that?

Mr. HELVERING. It commenced in 1920 and finished in 1921.

Senator HasTings, Is that shown on here?

Mr. HELvERrING. Noj; it is shown in 1921,

Senator HasTiNgs. It doesn’t appear in 19207

Mr. HELveriNg. No. Let me see. There may have been a re-
tainer on that in 1920. I don’t think so. No, sir.

Senator Hastings. Well, just while we are on the point, will you
look at 1921 and state what that fee amounts to?

Mr. Hervering. Well, I can remember that one, Senator.

Senator HastiNngs. How much was it?

Mr. HeLvERrIiNG. $50,000.

Senator HasTiNgs. $50,0007

Mr. HELvERING. Yes, sir.

Senator HasTings. And what part of that fee did you pay to any-

body? .

Nfr. HeuveriNGg. Mr. Shouse was associated with me on that
case, and one or two other cases, and I see a deduction here for him
on those cases of $10,000 for that year.

Yoo =
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" Senator Hastings. Your-incomé-tax:statement shows in 1921 you

_ paid’Mr.'Shouse $10,000 for sdme purpose?

Mr. HeLverING. Yes, -
. Senator Hastings. Doés that show .your total recaipts for 1921°?
- Mr; HeLveriNg. Yes, sir. )

Serhtor HasTiNgs. Let me dee it. - o

‘Mr. HeLveriNGg. That is the way it was originally made up.
¢ Sehutor Hastings. Is-it‘totaled there? - .

d Mr. Rice. $50,000 there, The total is on this adding machine
ips i el i
enator HasTiNGgs. $129,106.717

Mr. HeLvering. Well, that includes a few items there on the sale
of soe stock and bank dividends, ard so forth.

Sendtor WavLsa. Total receipts, including everything?

. “MryHELVERING, Yes.:': ot b
Senator HasTings. Your: income-tax -statement for 1921 shows
- feewepllécted to be $58,548.842 7 . - . Ar :
‘Mg HELvERING. Well, that was net.

Senator HasTiNgs. Ndjand olit of that you paid $40,762 expenses?
- “Mr HerveriNg. Welly:Senator, here is the statement. Here is the
total fee.- Here is the expenses, and that $58,000 there is the amount
youwkretalking about, I guess. . .-, :

- " :Sengtor HasTiNgs. Yes. This shows a total of $58,548.84, and there
were deductions of $33,499.56? ’
< *Mr. HBLVERING. Yes; sir, . - : .
» i 8élfator- HasTings. Bringing it down to $20,8667
r. HELVERING. Yeg;sir. - : S
.Sgnator:Hastines. How_do 'you -adjust that with the copy you
have just shown me?

~'Mr. HeLverine. I think if you will look at the bottom of that page,
I think that is the year I had the bank deal in Kansas City that I
lost a.lot of money on. I am not sure of that.

Senator Hastings. I show, you your tax return. When you were
before the committee before i.aho_wed, you the tax return and I called
your- attention to the fact that that total from your profession was
shown. to be $58,548.84, and:you answered yes. Then, the following
occurred: L ‘

‘Benator Byro. How much was deducted from that for expenses incident to

thigt same work? | it _
r HasTivas. There Is deducted $40,768.00.
Byrp. Is that for expenses on that particular work?

,l&ﬁgﬁ Hiaerings. It is headed ‘‘Scheduale of Salaries, Fees, and so forth.”
‘Thén, tkére is a schedule of interest.paid, traveling expenses, hotel, and so forth,
of @q_{&gs,;qmployeee, and myself, amounting to $4,586,24.
"'Ml;;;-HELVERING. I think this ig an exact copy of the one I filed,
nabors |

ghintor Hastings. I am very anxious:to get it straightened out,
ugo ¥s this record now stands it shows a'total income of $58,548.84.
iih8s this record weshive'made hete stands, with a deduction of
Fiéiving you only & net income from your business of $18,000.
4 -that I might fitid .out definitely whether that was correct, I

" 161l8wWBd¥ it uprby askingyoir ‘these-questions. Somewhere in this
recoid it appears that by. your own: statement the principal amount
of ybur business for 1919 and 1920 came from Washington, fllenry &
Co: Do you remember making that statement?
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Mr. HeLveriNG., Wéll, yes. I said the-bigger part of it in those
years. Itdid. - 1 .

Senator HastiNngs, But this is the next year, 19217

Mr. HELveRiNG, Yes,

Senator Hasrings. And in 1921 you had this $50,000 fee?

Mr. HELVERING. Yes, sir. ! . )

Senator Hastings. Can you explain what this deduction of
$31,927.24 is, ““Other deductions authorized by law”'?

Mr. HELvERING., Yes. L.

. Senator Hastings. What are those? Is there anything in your
income-tax statement that shows it?

Mr. HELVERING. R}efem.ng back to item no. 17 on the first page,
showing $31,927.34, under item 17 on the back page, “Losses on the
P. E. Laflin, $30,000.” "That was in that bank in Kansas City.
“Proved worthless, charged off December 6, '1921. Midwest
Reserve Trust Co., Kahsas City, Mo., also forfeiture on oil leasc I
had there, $625; depreciation, $1,312.24,” making a total of $31,000
and something. ' o :

The CuamrmaN. That is 19317 What year was that?

Mr. HeLveriNG. 1921, - ‘

Senator Hastinags. You said here:

I understand that a certain Senator—this is hearsay—said I made $200,000 in
a few months. There is nothing further from the truth than that. I have not
been able to find my working papers and tax returns back in those years. That
is the workinlg papers I made up the tax returns on, but I have secured the infor-
mation that I reported a net income in 1919 of $11,783; that I reported in 1920 a
net income of $41,825; that I reported in 1921 a net income of $20,866. I can’t
find this net income—this was after Mr. Carter took charge of the office, and he
tells me the amount I recéived from fees in 1922 was $31,758. The year 1921
and 1922 was after the Republican administration came in, and I had absolutely
no more trouble adjusting cases after the Republican administration came in
thian I had before had. It was just a matter of getting them up in the proper
shape and presenting them, In 1923 I reported from these fees $21,217.

Senator Byro. That is roughtly $123,000 in five years?

Mr. HELVERING. $123,000 in 5 years, and I will say to you that that large
}'vlcllz)lzaohon Oil Co. case, one of the largest cases presented before the Bureau, was
in .

That is & mistake, isn’t it?

Mr. HeLveriNg, I had it up in 1920. Didn’t I ask you a little
further on about that, which year that was?

bSena_tor HasTings, A little later on you and I had some discussion

about it

Mr. HeLvering. Before we leave that, I want to say that that
$123 was the net that I reported in those years. i

Senator Hastings. That'included all the losses and everi't,hmg?

Mr. HeLverinNGg. Oh, yes. That was the net income that I reported
in those 4 or 5 years, :
" Senator HasTiNgs. Let me see the sheet for 1921 which shows the
$50,000. Was all: of .that $50,000 net .to you except the $10,000
which you paid out to;Mr.-Shouse? . : ' .

Mr. HeLyveriNg: Yea. ;They paid me the full $50,000 and I paid

everything in connection with it. That is, in my office.
Senator Hastings. Now, on.329 you have got marked ‘“Harden,
$25,000.” What was that case? .
T Mr. HeLveriNg. That was the J. G. Harden case, Wichita Falls,
ex.
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.+ -Senator HasTings. How did you get that case?
Mr. HeLveriNg. That case came to me, I think, through the office
: of Stuart, James & Whitcomb..
Senator HAsTINGS. Dld you pay them _anything out of that
$25 000 fee?
, Mr. HeLvERING. T am sure I did. . There is a schedule in here some
place.:: .
! ~ Senator HasTINGS. Well I will ask you again about that when I get
" the income-tax return which shows the statement. What was the
Chapman: case, $8,350.507
: T, HrLvERING. That was & man by the name of Jim Chapman at
Tulsé‘*Okla. He was an.oil;man.
S;m.tor HasTiNgs. Was t.hat. sent you by Washington, Henry &

- My HeLyering. No, eu-, ‘that came direct.
‘Senhtor HasTiNgs. What of these cases in 1921 were sent to you by
Wuhﬂn n; Henry & Ca.; can you recall?
ELVERING, There were several of these the first of the year,
rSenh)El that were settled.: 11 think the Knox case and J. D. Deems
é the Ferry case. ,I. have got a schedule on that here some
plwé “paid Washington, Henry & Co. $7,150.17.
]S&;\lhog(ﬂu'rmas oes, it show what else you paid? x
H‘mﬁvzmne Here are the reported 1099's that I paid out that

: &ihtor HastiNgs. Now. Mr Helvermg, in the examination of you
‘the ay with respect to these tax returns for 1921, I uninten-
: ,nnsled you and the whole record is wron% T showed you
| thm'l‘apbrb and you did not make it at all. Now, I wish you would
sta.& ot tlie benefit of the record so that it may be perfectly clear what
‘you me was that year according to that tax return, from your
pro §i0n."
Mz Hnnvtmma $58,548———
Sei’xi: ' HABTINGS. I\fo, no; your total, now.
; YERING. You mean total gross?
Senator Hastings. Your total gross.
- Mr. HeLverinG. $119,298.71.
\tor HasTiNGs. How ﬁmch of it was paid out for salaries and

%exg}?’;?ﬁw::mna $60,747.87.

ator HasTINGS. Whlch ]ust left you a net of how much from
y Sd:%'!i‘s?eéaon
MivHELvERING. $58,548.84.
. SENAGF HAsTINGS. All right. I think that clears it up. Now, I
Vit did record shows thet the amount received in 1920 is forrect,
‘That is my recollection of it. I don’t know definitely.
d¢‘is all I want w sk you about that.
.\ Helvenng %oack to this queatlon again alfout the
en i Jim Oil ctse, I had asked you on page 27 of
Ftfdsomething about*s’ dispute’with somebody relative to an
AL n‘m 61t ‘of the books of the Slimi’ Jim Oil & Gas Co. I'read to

“;%'%dn JudgeF C Wﬂoon attomey at law, Wichita, as counsel for
{ a0 ho had rought sult against the Slim Jim Oif Co. for an accounting

!
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reached an oral agreement with Jamea Titus for an audit of the company’s books
for the year 1917, by Clinton, Monigomery & Co., certified accountants.

Do you know anything ahout that?

Mr. HervERrING. No, sir; I never heard of it. There was a good deal of compli-
cation about that case, down'among them there. The officers were trying to get
away with everything, as I understand it.

The CuairmaN. This concern out there that was doing this auditing, you had
confidence in them? i

Mr. HeLvERING. Oh, absolutely, at first, until this matter came up.

The CrairMaN. But when it was revealed they had padded it, you refused to
have anything more to do with them? .

Mr. HernveriNg. I refused even to go to the Department to try to get them
reinstated.

Senator HasTings. That was after they had admitted to you they had made
false statements?

Mr. HELverING. Yes. They both came to me and wanted me to go over to
the Department and make a plea Yor them to be reinstated, or have the right to
appear before the Department.

Have Iyou got any further statement to make with respect to that?
Mr. HELvERING. I knew absolutely nothing of this investigation
that Judge Wilson or whoever you refer to there talked about. I
never heard of that. Both these boys were here in 1922 or the last
part of 1921—I don’t remember the time—and they wanted to be
reinstated, In fact, they made applicetion to be reinstated. Mr.
Henry either wrote me or wired me or something, and I did go over
to the Department and I found out this situation, and I wired him
or wrote h:m he had better come down here and get it straightened out.

Senator tasTiNngs. What situation do you refer to?

Mr. HeLveriNg, The situation that they were being investigated
on their ethics and their business, or something like that.

Senator Hasrinags. Was it based upon that complaint or-was it
based upon the alleged false statement they had made in the Slim
Jim Qil Co. case?

Mr. HeLvering. Their being investigated?

Senator Hastings. That you refused to have anything more to
do with them.

Mr. HeLvering. Oh, no. When this Slim Jim case came up for
a second hearing was when I ascertained that in the making of this
return they had made a return not in accordance with the way I
understood it was settled. Never had said a word to me about it
or let me know in any way it had been settled on a different basis.

Senator Hastings. Is that the reason you refused to go and try
and have them reinstated?

Mr. HELvERING. In the meantime I heard Mr. Washington was
making statements out there that I had dome underground passage
into the Department, I had great influence, and all that, in order
to get fellows to sign up contracts with him.

enator HasTinGgs, V%hich was it, one or both of these?

Mr. HeLveriNg. It was all of it together. !

Senator Hastinas. Mr. Helvering, you' were here yesterday when
Mr. Edgecomb was examined with respect to this contract, this letter
that he wrote April 7, 1920, were you not?

Mr. HeLveRrING. Yes, sir.

Senator HasTings. Does that refresh ypur recollection at all with
respect to that contract?

r. HELveriNGg. Noj it does not. I don’t remember anything
about that contract. 1
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" Senator HasTings. In your prepared statement you said the state-
ment made by Mr. Edgecomb was false, and I asked you what you
amgant by that, and you said the contract was made in Kansas and
not-in your hotel room. : Do-you still say that is true?
. Mr. HELVERING. Yes, sir. = _ N
“Sehhtor Hasrings. You heard Mr. Edgecomb say that Mr. Wash-
ington wrote that contract in your presence and in his presence after
you had reached an agreement? ,
Mr. HeLvieriNG. I heard him say that.

-‘Senator HasTiNgs. Is that true or false?

< Mr, HELvERING. That i8 not true.

-Senator Hastings. That is not true? ,

2 Mr. HeLverinG. I dictated that contract in Wichita, Kans., signed
jt,'atid left it there. s '

Senator Hastings. I understand. I haven’t any doubt that is
trye! @ Mr. Edgecomb says 'that is 'true, but Mr. Edgecomb says
thet-¢ontract }]";rovide‘d‘for* 4 retainer of $2,500, with another $2,500
moyiey*that they agrced’td pay regardless of the results, with the
fidedstanding that they Wwere to get 50 percent of all you could save
'OY rlatid'4bdve $25,817.50. " - ’ St
- *Mr. HELvERING. I never remember anything about any 50 percent,
‘or'any $5,000, $2,500 and $2,500, or anything about that.
i ‘Sefiator &As‘mnas.‘ You heard Mr. Edgécomb say how much he was
impréaged with the fact that you mentioned $10,000 for an engineer
in New York yesterday? ~~ = ‘
rMypyJHRvERING. Yes; I temiember him saying that.
_ Senator HAsTines. Do you mean to say to this committee that no
suﬁ)&h&g‘as that took pla¢e in your hotel room?
o M*HELvPRING. - Absohitely not.

Senator HasTiNGgs. You say that positively, on your oath?

Mr. HELvERING. Yes, gir% absolutel

« " Seniato¥ HasTiwes. Do'you're'memgér all that happened in your

} hotﬁl? .

My: HiLvering. 1 know I never talked to him anything about
that, beéause the contract Hiad been made and he came down here
for-a~henring. I don’t remember ever discussing the contract with
hith a6 -ull, : o
-**The Cuarrman. As I recall thé testimony, Senator Hastings, he
; did sdy* the question of an‘engineer came up and you said you had an
: engineer:in your office, and you said you WOulg have to have this
investigsted by an engineer? © - :

- - MriflistveRiNG. "All tiese'vases required an engineer.

; T Senator ‘HasTiNgs. But, Mr: Chairman, since that time, after
thinking it over, Mr. Helveértitig says there was no engineer in that
case, that: Mr. Cumniins h&d'not been employed by him at that
time;and:that he was entirely mistakon about it, and that it was not

28 have an engineer‘on that job. - v

- NMrARALYERING. It was ot i that caze, because we got & depletion
unﬁ;pg:-&hat and figured it ‘all ‘out here. .

- - The Onareman. 1 did undérstand Mr. Helvering in his testimony

'saydif #h conference at:tHe Washington Hotel that the question
f an éngineer did come up. . :
By el L
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Mr. HELVERING. Yes; there was an engineor——
. The CHAIRMAN. And that you had stated you would have to pay
the expense of it. -
' Mr. HeLvering. All expenses.
The CrairMaN. But I understood you to say you had an engineer
here in your office in Washington?
Mr. HELVERING. Yes. : :
The Cuairmax. That you kept one here, and to me it might be
ver%vensy for people to be mistaken about whether it was New York
or Washington where the engineer was. Is there any difference in
your testimony on that?: . f
Mr. HeLveriNg. Well, Senator, almost immediately after this -
I had a regular engineer hired in my office. When I was talking about
this I supposed that this coasc came up in these regular cases. It so ]
happened this case was just before that time I had an engineer hired. ;
I don’t remember of any discussion with Mr. Edgecomb about an
engineer except we talked about it generally, and we were to pay all
the expenses, whatever they were, in the case. 3
' Senator Hastings, But when you were before the subcommittee,
Mr. Helvering, you distincily stated there was no engineering work
done in that case, didn’t you?
© Mr. HeLvERING. Yes, after I found out what the situation was.
Senator HastiNas. And it was not necessary for you to have an
engineer in that case?
Ar. Hevvering. No, sir.
- Senator Hastings. Did you discover that before Mr. Edgecomb .
came here or after he came?
Mr. HeELveEriNg. Well, we didn’t know the attitude of the Depart-
ment on this depletion at all until we took the case over there and had
& review in the Department,
Senator Hastings. Now, Mr. Edgecomb says that Washington
went with him the next day before Powell and that was the only
time tl';at he was there, and that you were not present. Is that correct
or not
Mr. HeELveriNG. No, sir; it is not.
Senator HasTiNgs. Are you sure of that?
* Mr. HELVERING. Absolutely.
Senator HastiNgs. You are sure you went?
Mr. HeELvERING. I took them over there,
bSenaﬁt??r Hastings. Do you remember what Mr. Washington said
about 1t .
‘ Mr. HELveRriNG. No; I don’t recall. That is what they came here
or.
Senator HasTtings. Now, Mr. Helvering, another matter that I
want to inquire about. Do you know Mr, j F. Swonger, Jr., former
chairman of the Democratic committee? '
Mr. HeLvERING. Yes,sir. o
Senator HastiNgs. Do you know Mr. Harry M. Stucker, an
Ottawa contractor?
Mr. HELVERING. Yes, sir.
Senator HastiNgs. Do you remember some newspaper publicity
iven to the efforts of those two tc raise sufficient money to meet the ,
?)emocmtic deficit along about the early part of 19327
Mr. HernvERING. Yes, sir. o
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Senator HasTiNgs., Do you remember making & statement with
respect to-it? P .
. HELVERING. Yes, sir. :
i Senator HastiNgs. Do you remember that in that statement you
: said:;that they had told you' that they could make this deficit by
getting :the contractors, the road contractors, to contribute the
Hecessary money? Is that correct?
*MriH2LVERING. Yes, sirsd -

Seratotr HasTiNgs. And that the road contractors did contribute
jthe necessary money, but when they brought it ¢o you, they attached
.somé-coditions to it relative to the appointment of 2 new highway
neerytand that therefore you refused to accept the money?

;- MicHeLvERING. Yes, sir, .
< Sehdtor Hastings. Is that'correct?
M HorLverinGg. Yes, siri': A
Senator HasTINGs. Werqffyou at that time head of the highway
ymmission:of your State? "
| MeisHgLveriNg. No, sir.:
+SenatorHasTiNGs. When were you appointed?
¥ MriHuuveriNG. April 171931,
Senator. HasTings. This was in 10327
~MrpHenvering. Oh, no;-that was in. December 1930.
} 1:Sepatdrd AsTINGS. 7This pgrpar is dated January 7, 1932. Doesn’t
hat réfredh your recollection?”
.. Mr. HELVERING. No, sir. No, sir; Senator——
. Senntoriastings. Well, now, Mr. Helvering, the Topeka Daily
tate Journal, Thursday, January 17, 1932, has a story that is headed
‘Swongbr:Says Kansas Contractors Paid in Full Bourbon Deficit.”
I,\;f{émxmember seeing that? .
1 HELveriNG. Oh, that was in the papers a half dozen times out
Lheta,Sénator. ISR
- Benator HasTings. Do -you femember this particular—
| Mz, HewLverinGg. No, I'don’t remember that particular one.
Senator:Hastings. Do you remember making this statement to
_{he newspapers—-—
- Senator,REED. At that daté, Senator?
| Sentoy:Hasrings. This was headed “Guy T. Helvering Explains.
:gy’s?ﬁéf];)id Not Receive Money From Contractor Stucker.”

"‘du‘yi?il‘fiﬁél%ring, campaign fidttager for Governor Woodring and chairman

thaDé _ﬁaﬁs State committee, Waa today far leas reluctant to talk for publica-
fon t} 1 he sought to dodge newspapermen in the Governor's office Wed-
] ' he S8wonger and: Stucker .statements had been read to him,
Helveng ¢ a statement tting talks with both S8wonger and Stucker,
but askertitig hé did not receive any money from Stucker when the contractor
visi uToiss in Salina. PV

il iiterview must have been about the time this paper was
Mdhn't it? e by . )

yxRING. Well, I g(qpp_qsp_,(;hat was; yes, but this wasn’t the

‘Hawrings. It contihues: A
2Ficeive any money. {rom Stucker when the contractor visited his
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Mr. Hernvering. They came out there shortly after theelection
in 1930. This man Swonger had come to me and said he had some
fellows who would help raise this campaign fund, and I told him I
would feel like giving him a French salute, if they did, or something
to that effect, and Mr. Stucker called me at my home at the solicita-
tion of Mr. Swonger, and told me they were ready to pay the deficit,
but they would have to have assurance that the chief engineer of the
highway department would be discharged. I told them there was
never money accepted with any strings on it at all.

Senator HasTiNngs. At that time were you head of the highway
department, or weren’t you?

r. HELvERING. [ was not.

Senator Hastinas. Then, although this statement is published on
January 7, 1932, and refers to this contractor visiting your home in
Salina, it does not mean he visited your home a few days before or
anﬁhiri% lika that? -

r. HeLveRrING. Oh, no.
| Sen?ator Hastings. Have you any idea when he did visit your
0me

Mr. HeLveriNg. That was shortly after the election.

Senator Hastings. Shortly after the election of 1930?

Mr. HELVERING. Yes, sir.

Sg?nator HasTings. That is more than a year before this publica-
tion

Mr. HeELvERING. Yes, sir.

Senator HasTiNGs. At any rate, you were willing at that time to
take the money from the road contractor to meet the Democratic
deficit, is that correct?

Mr. HeLvering. Well, they didn’t come to me as contractors.
Those men came to me and said—this man came to me and said he
had & bunch of friends that would meet this deficit. I think he said
nine or ten thousand dollars. Now, Senator, that was published back
and forth out there for a year and a half.

The CuairMaN. Why isn’t it well to put the whole statement of
Mr. Helvering in the record?

. Senator HasTings. In order that that may be pertinent and to make
it perfectly clear what happened I think we had better put in the
statement made by these other two people. .

. The CuairMaN. I thipk it is all right to have Mr. Helvering’s
statement go into the record, but not the statement of these other
men. I do not think that hag a place here.

(The statement referred to is as follows:)

QUY T. HELVERING EXPLAINE"!"BA?G HE DID NOT RECEIVE MONEY FROM CONTRACTOR
ATUCKER

Guy T. Helvering, campaign manager for Governor Woodring and chairman
of the Democratic gtate orhmittee, was today far less reluctant to talk for pub-
lication than when he sought to dodge newspapermen in the governor's office
Wednesday. After the Swopger and Stuoker statements had been read to him,
Helvering dictated a statement admitting talks wl}h both Swonger and Stucker,
but asserting he did not receive any money from' Stucker when the contractor
visited his home in 8alina. ¢ -+~ - S :

In his statement today CHairman Helvering said:,

“There's a good deal of truth in bpth of them (the statements of Swonger and
Stucker). I don’t remerubgr any datea, but there is some truth in both. Mr.
Swonger’s statement is true'to the extent he came and wished to be delegated to

R)
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“!tht% campaign fund..- He told me he had made arrangements to raise it o
LTS s also true he gatd he could ralse it throuih the contractors. He didn’t
S dll-me who he had in mind, but a few days later he brought Mr. Harry Stucker

...V up who I had met through some men at Olathe.
- . “Swonger had told me he wanted to be appointed director of highways when
: he told. me he had this.arranged. Of:course, I told him we would give him
conslderation, but that under regular routine the director had about a year. He
saw e about every other day for a while.” Then different folks began to tell me

ngs: . . P, )

o ﬁr. Stucker did come to seo me at 8alina. I think it was after Christmas when
S he.called me up and said he wanted to,see me. I talked to him at my house.
N That part of his statement {8 just about the way it haxzf)ened. " We had about an
“hour’s visit—talked about construction work, etc. and he sald something about
:hr?i\;gh some authorization from Mr. 8wonger he had arranged for campaign

noas, . - HER .

. .!"He said, he wanted some understanding. As I recall he intimated Swonger
1 would be appoinved director. That’s when I stopped it. I told him if that was
what it was besed on I wouldn’t accept money. o said there were some other
thi I don’t just recall, and I said if ypu’ve got strings on it let’s just forget it.
; “He said I may have been misinformed &nd I said that won't make any difference
- with us,” He scemed concerned. He did have an envelope in his hand which he
‘ t back in his pocket at that fime—that’s true.
[ . “1 made it very plain I wouldn’t aceept any contributions from any association
} or fihdividual that required me to fire or to appoint anybody. He said that was
all right. After talk about the road grogram, that ended the conversation.
That’s about,all I know about it.”
@%};ﬁd point blanks if he had received the $10,000, Helvering replied: ‘I didn’t

Senator HastiNgs. At the time you made this statement you were
head. of the road commission, were you not?
+:Mr. HELVERING. Oh, yes. )
‘Senator HasTinags. But at the léme» they made the proposal to
you, which was in the latter part of;1930, it was before you had been
; appointed head of the road commission?
: Mr. HELVERING. Yes.
1Senator HasTings. Was it generally known at that time you would
be appointed head of the road comnhission?
:,N‘K}bHELVERING. No; because thp time was not up until April 1,
‘and tnder the regular routine the fommissioner or director at that
time would not have been appointeduntil a year from April.
The; Cnairman. Who appointed you?
.Mr. HeLvering. The governor. . .
~Mr, Rice. No; the commission appointed him.
4 HeLveriNG. The commission! was appointed by the governor
.4nd thé commission electéd the diredtor.
+The Cra1rMAN. Who was the gévernor?
»Mr. HELvERING. When this statethent was made?
_4The.CaairMaN. When you were appointed.
."Mr. HELVERING. Governor Wood:
epator ]%ma. You weren’t appoi
mseion . .
<HeLveriNG. Yes.: - »
R &"H;.srmos. Whén was the
W H¥uviring. April.1,'1931, )
pristor Hastings. And this convepsation they had with you about
‘the deficit was somie 3 or 4 rhonths before that?

N

.

ted by him, but elected by the:

omxriisqion appointed?

St VERING. Yes, ¥ir: after thy election in 1930.
u‘%xm r HasTINGS. Mp. Cliairman] that is all,
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Mr. Rice. May I ask a question to clear that up? The job to
which Mr. Swonger refers, the director of highways, is the job You
yourself later received?

Mr. HeLveERrING. Yes. '

Mr. Rice. So that when he spoke of paying this contribution to
get the job, that was before you yourself ?md been appointed?

Mr. HeLvering. I knew nothing about who would be appointed
at that time. I did not know who the commission would be.

The CHairMAN. You were not an applicant yourself?

Mr, HeLveriNg, No, sir.

The CuarrMaN. Were you an applicant when you were appointed?

Mr. HeLvering. No, sir.

The CHAIRMAN. It came to you unsolicited?

Mr. HELVERING. Yes, sir.

The CuairmaN. I understood you to say that this appointment
which is now being considered came to you unsolicited?

Mr. HELVERING. Absolutely.

Senator HasTings. I am through with the witness, Mr. Chairman,

The Cuairman. Is there any other statement you want to make,
Mr. Helvering?

Mr. Rice. I would like to ask one or two questions, very briefly.
Mr. Helvering, on page 12 of the record there is contained a state-
ment, Senator Hastings talking, concerning you:

The point is, I should suppose a man ought to be able to practice that kind of
law before one commissioner and one group of officials just as well as he could
another. The point is, it seems to me, that he left Washington shortly after the
new administration came in, when he no longer could have this kind of influence,
if he did have influence enough to put across this kind of settlement, That is the
inference to be drawn from his practicing law here such a short while.

As a matter of fact, Mr. Helvering, from the record which you have
submitted, your income from the practice before the Bureau in 1922,
when the Bureau was entirely in charge of the Republicans, was larger
than it was in 1920, when the Bureau was entirely in charge of the
Democrats, is that true?

Mr. HeuveriNG. Somewhat; yes.

Mr. Rice. At the time this investigation was made, these 2
investigations were made, 1 by the investigator for the Bureau of
Internal Revenue, and 1 by the Post Office Department back in
1919 and 1921 and 1922, at the time when your memory was fresh
and you had your records, were you informed of these investigations
or given an opportunity to explain the matter at that time? :

Mr. HeLveriNg. I never knew of either one of them making any
reference to me.until I came here last month. 3

Mr. Rice. Did you have a permit to practice as an attorney before
the Bureau of Internal Revenue when you were here?

Mr. HELvERING. Yes, sir. .

Mr. Rice. And were regularly admitted to practice before the
United States Supreme Court and all the inferior courts—

Mr. HELVERING. All the courts of Kansas.

Mr. Rice. ‘And you practiced law up to the time ycu went to
Congress?

Mr. HeLvering., Yes.

Senator HasTings. Now, Mr. Helvering, the largest fees that you
received at any time were in the month of March 1921, isn’t that true?
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prvmnmc. That is when we.closed the Harden and McMahon

an SR IS :
‘Senator Hastings. And that was about the time the administra-
on changed? :
oMr: HxLverinG. Yes, sir, i, ... RPN .
' Senator, Hastings. In oneinstance you got a fee of $50,000 and in
othdiinstance a fee of $25,000 in that same month?
t Mr,-HELVvERING. Yes, sir.....,(; \- . s .
Senator HastiNgs. Now, Mr.. Chairman, I have a report made by
the special agent upon this subject, dated August 25, 1921, and
ahothery éne made September 3,:1921, both of which I would like to
vé made a part of the record. oo
The CuArMAN. Do you think, Senator, that those reports ought to
into the record? . o :

1§ Senatox Hasrings. Well, I .think .that they explain pretty thor-
o gh‘liy the history .of this whole transaction, and to any person that

ould be interested in it, they ought to have an opportunity to ex-
ahning;itj:and I don’t know how to get that done without putting it
i -Ll}xlwéaordu. n : ,

‘The, CHAIRMAN. It just ocours to me that, of course, it is perfectly
opexito-ask: the witness any questions relative to the recent reports,
it to put, & report made by:someone that is not here, and about a
ytter that touches on a lot of other matters, that it is going pretty
: i,i,ﬁlp’sg;;j Of course, I appreciate that you can use that report on the
D8 o 3 o

o Sén),o %H‘ASTINGS. We have had Mr. Partridge here.

- FThé CHairmMaN. Yes; and Mr, Partridge said that there are parts
of that'thing that he didn’t write, although his name was signed to it,

-that they'did not go all the time together in taking this testimony,

atid 1t/eebins {0 me it is going pretty far afield in putting that in the
rétordsti ILhe éssontial parts of this are in the record, those things
that-yoa~have inquired about. I am just asking you if you don’t
think thitiis going pretty far afield.

Senator Hastinags. Well, there isn’t anything that gives quite so
compléte & instory of this whole matter as this thorough investigation
made By agbnts for that purpose, this report made to the Department.
Nowj vf’ totirte I wouldn'’t convict anybody upon reports like that,
but ~§he§{f have some effect upon me, because they were made at the
tim nd: I'think it was made in the regular course of the agent's
busineys¥aIt gives a detailed statement of the difficulties arising and
* the reasoli“the Department wds' disturbed about this settlement.

o PhoXMEAtiuaN. I will submit it to the committee tomorrow
whetheritfifiot that be admitted.:* I should, as chairman, rule that

; pughiHOt P put in at this time. - ,
B AstING8. Now, Mr' Chairman, in order that I may be

. with the nominee,”I want to say that I think the com-
o' mistake in nobige,mlitting Mrs. Borden’s letter to be
K td, and let Mr. ¥ ?lv'ering make such explanation of it

_xm The committéa:has ruled on that letter already.
Wbty inember of tho Finance Committee tomorrow to be
0Py of these hearings in theli%oﬂice,‘ and tomorrow after-
otk T:am foing t0'¥all b medting together so that we can
hisatiatteY and disposstofit, =~
gdupon, at 4:20 p.m., the committee adjourned.)



