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Do you know if those companies are Mellon companies, Mr
Hartson?

Mr. Hartson. I do not know.

Senator Couzens. You will ask the Secretary, will ou?

Sena Fﬁéﬁ? {o uﬁﬂh‘b x}av{nrxdgw idvf;:ter om“ 'lefster inc ud’ed‘

in the letter?

Senator Couzens. He asked me not to give his name. He has not
disclosed anything in: vialation:of: law; uwrhes not given the figures.:

Mr. Hartson. All %ﬂs sir,

Senator Couzena.- Where do geu live,’ Mr. Hartson?

Mr. Hartsony T live et the achelor Apartments in Washington,

Senator-CouzeNe. 'Where! :

r. Harte0N. "That is at Seventeenth and H Streets
0 Somwor COTABNS. Whet.,xs thero at 17111 Streetz on
RTSON. I do not '

Spnet»or Covzens, Xou have never been at/ 1711 1 Streetd-

Mr. Hartson. I do not know that I have; no: . .. -

. Senaton, Covzexng. Do yeu know Mr George E Holmes, o! 15
Amllmm Street; New York1 A L D
' MrcHARTZON, Y do, @i, . .0 o SR .

Senator Couzens. Do you know hls Washn ton repres enta.tme% :;

Mr. Humn'I think: I do. .1 think Mr. ’K%?mmBrewemr is
associated with him in a lsw partnership here in Washington. . King-
man Brewster used to be chairman of the committee on appeals and
renew

- Sepator Cowxges. He is hore:in. Washington wow? - " 0

Mr. HagtsoN. Se.fariis I'know<1 huve.not:seen him for some
txme, but, I think he is here in Washington.

- 8enator OouvzrNs. ‘When did you lest see him? ot

. 'Mr. Hantsow. ‘I should say may Ye three weeks egﬂ e

Senator Couzens. Three weeks ago. ;

. Mr. Hanzson. I happened to meet him at dinner. I wes havmg
dinner alone in s tee. house .on' H Street. - Mr. Brewster was - 3ust
leavm&as I'went in. Iﬁ:{e seen ln:n twice, I thmk, emee“hg resi

0 com;n\ttee, w resignation oce d in ece er; 1

Senator Couvzens. Have you%ger been on ¢, e top.of ﬂﬁb bull
at-1711 I Street?,

r. HartsoN. 'No: I never have Ido not know where it’ clim bo.

Senator QOUZE.NS. You do not know where it can bel. Well, it is
‘just near where you live.

Mr. HARTSON. W(;llﬁthat may be It 18 on some other street. .

Senator CouzENs. 0 you kn f Elmont Hazarg]?
Mr. Hagrson. It g t’heve met l,m, t seems fo me his name
18 familiar, I have no person pintance with him.

' Senator Couzens. Do you kiow whet et he represents ’Wr George
E. Holmes here in Washington?

Mr. Harrson.' Now that the Senator speaks of it; I am mclmed to
think he is assopiated in some ‘way with M Helmes. I'do'not know
whnt the arrangemant is, but I am inclined to think he is associated
in some way with Mr. Holmes; bus I have'a very slight acquaintance
with him, ~ He has been in ‘the office once or twice, and that is the
only | tlme I ever met Mr. Hazard.
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1 -Benator COUzENS. Hhs the . confroversy 'in. connection with ithe
Hﬁyner Distilling Co. ‘refund -claifih been - dlsousbed gehémlly any«
where?

Mr. HartsoN. I never heard the name befote. -

« Senntoi: CotzuNs. You never heard:the name befote% It has xiot
been in the courts or before our office, so far as you know? .

Mr. Harrson. -So ;know,. it hnd'nét. . It may be:in the
office, but it has not come » within niy personal attention. My recol-
i lection is that. I hove ‘mever heard e mmo before tha enat.or

" nientioned itx .

- Senator COUZENS Have yow hea.rd any questlon about the valua~
tion placed on the stumpage of Babcock Lumber Co.% . = -0 .

Mr. HaktsoN. I nevertheard that name before. . -

Senator Covuzens. Have you heard anything about. the oontm-»
‘ vem that exnsted over the Superior Garment Co. case? .~

HARTSON.: ‘do know somhething about the Supenor Garment
Co. case by way of hearsay. That case, I think, was nndor comld-
eration fn &m:bureau before I came toi Washi L

i+Senator. CouzeNs. You have not hebrd: about it smoe?

.. Mr.. HarTsoN. 1No; it has never Been under cons:deration, 80 far
as I kncw, since’ T have; been: here, and my only information with
regard to. it i’ hearsay. It was & case’ that' wes dlscussed aovemal‘
years ago.

Senator Covzes. Is. there is: Mr. iJ./ W.. Beets :m the Int;emal
Revonue Buredw nowd vy o

r..HarTs0N. 1 think there is, and-he is resdnt in the mom.
mator Couzens.: I would like'to havo Boors tako tho stand,
please, for a moment SRR

TESTIMONY OF HB. 3. W BEERS, OHIEF TRAII’ING SECTION.
INTERNAL REVENUE BUREAU, WASKINGTOR’. ‘ O.'_

. (The witness was duly sworn by, Senator Couzens,). -

Senator CoUZENS. lll you state your full name for tho record?

Mr. Beegs. J. W, B S

Senator COUZENS. Are you an employee of tho Internal Revenno
Bureau} . ‘ ‘

Mr. Beggs. Yes, sir.

Senator Couzens. How long have you been such?

. Mr. Beers. Since the 11th of February, 1919.

_Senator COUZENS. What positions have you held in tho buroau in
that time? - |

Mr. Beers. For about 10 weeks I was an auditor in the personal
income 'tax; for practically one year in the corporation side of field
audit review; then for a year and four months assistant chief of the
tmmng section, and for tho last two and a half years chief of tho
training section.

Senator COUZENS. Dld you wnto a book on the workings of the
Internal Revepue Bureau?

Mr. Beegs. I wrote a book on mvested capntal accounting and
excess profits. - ‘

Senator Couzens. How did iou ‘use the book? -

Mr. Beers. How did I use the book ,

Senator Couzens. Yes.. '@ -
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- Mr. Beers. Senator, I believe, you would getz ‘more about what .

NSRS |

you want if I would merely tell the story of the book and then hnve f

you question me.
Senator CouzeNs. Proceed.

-Mr. Beers. From its mceptlon It mav tdke me 10 mmutes to."

do so.
xt in that detail; but you wrote the book

Mr. BERRs, Ongmnlly Senator, it was not & book.’ It was 8
mimeographed series of texts, donated to the training section, and:
made by me in my own home, on my own tune, before I was oon-l

nected with the trai section. -

Senator Couzens. Then when you transposed 10 mto 8 book was
the booksold? -

Mr. BEERS. Yee, snr :

: Senator COUZENS. And was the book franked out under Gov-
emment frank{ )

Mr. Beers. Of the firat edmon, no copnes were franked The
second edition was. distributed semussnon ‘of my superior, and
some -of them were franked. nt X determined that wé had a
right to frank them they were postage paid. Those that were

franked were sent to the:revenue agent in charge. They were eent

to the individual men.
. Senator CouzENns. Was the book advertised{ -
Mr. Beers. No, sir. Well, that depends upon' whut ou mean
by “advertised.” It was ‘announcedthat there would be. an ‘op-

Senator CouzENs. Well we hardly thmk it is neoessary to 80 into

portunity to subscribe, if they.wished, but there was not what you.

would call general edvemsmg
Senator Couzens. What was the prlce of that book?

Mr; Bens, $2. 0 ¢ .‘ir' FEN B S R

Senator CovzEns. $2%- © ol TV e et
Mr. Beers. Yes, sir.

Senator Couzens.' Do’ your know how many subscmptlons there
~ were'for the book?

Mr. Beers. I really do not know, Senator. . On the first edition
there were some 900, and of thé'sécond edition I do not' know. It is
not finished yet at all, by any means, but I will say qround l 300.

Senator CouzENs. Who got the 82 per book?

Mr. Beers. The printer got the bx§ share of it; the lion’s share
Of the first edition $90 went mto books or the trmnmg sectlon libfary,
which ‘we could not obtain otherwise. -

Senator Couzens. I ask who got the 32 for the books after the
first ones you had? -

-Mr. BeErs. There were none after that. The were ell sold.

Senator Corizens. Well that is whiat I say. ho got the fee for
the sale price?

Mr. Beess. Well, the fee was taken by whomever accepted the
subscription and turned over to me or turned over to the fund that
was in the Exchange Bank, of which I had checking euthonty

Senatc: Couzens. How much was in that fund®~ -

Mr. BEers. Assuming that there were 950 subscmptnone, there
would have been $1,900.

Senator Covzens. What did you do thh the $1,900?

Mr. Beers. Paid the printer and paid the pestage
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. Senator Couzens. Well, I understand they were franked out,

- Mr. Beers. The first edmon wes not. I am speaking of the. firet
edition now. I can not give you the exact ﬁgures on the . aeoond\
edition, because it is not finished up yet.
edl.?;enator Couzexns. You say’ there were. some 1 400 of the second

ion -

Mr. . Beers. Abouti 1.300 subscnpuons——m ‘that nenghborhood

Senator Couzens. That would. bnng in. 32,600 i

Mzr. Beers.. Yes, sir. - L e

Senator CoUzENS. Whero is that 32.600? .
- Mr. Beegrs. That has either gone to the pnntar or the postago or

in. money for training section books.

- Senator. . Couzens,. How many of those booka went out, undor;
frank for which you charged $21 L

- Mr. BeEgrs, That-is hard to answar, Senator, beoause of t.he 1,300 ~

assuming that there were 1,300, » great many, or a L number,of
those books were delivered rnght in_the unit to the subseriber, .and
then several hundred that went to the farthest statipns were prepaid
postage, .and the mmumngh after it was determined that. there was.
the - privilege of frankmg them as official matter, were sent, to. the:
revenue agent in ch As to how many there were, I do nat knaw.

Senator COUZENS. : ow did you arrive at the. decmonythat they
were frankable when you char%ed $2 apxece for them and the monay
d1d not lgo to the Government SRIE N

EERS. Well, when I came to the view that therom&s, the
prmlege of fmnlnng them——and I came to that.view bacause we
were constanftly sending stuff to the revenue agent in charge for these
same men—I. asked. my:superior, and told him thet. the money would -
be put into training section library books. He snd t.hat Im dld not

see that there was anything wrong in it. .. .

Senator Couzens. Do I understand you to say that you made n0‘
money out of this book at.all? . | . . . _

: r. BeERs. Personally? R SR

Senator Couzens. Yes IR

Mr. Beegs. Not.one nickel. .

Senator Couzens. You are still at the head. of the traunng sect;on?

Mr. Beges. Yes, sir..

Senator Couzens. Just, tell us what your functxons, o5 head of thnt,
seation, are. - :It,.seems they need qmte a Jot of trammg down there,
at least some, of them. How do you go about that? . :

Mr. Beers. They are rather numerous, Senatorv-—-tp organize
classes, induce the best people in the unit to teach classes. after hours
without pay; to formulate and conduct examinations twige a. year;
then also have special field service classes once and sometimes twice
a month; to induve gople who have the ability to write text to do
it for nothmg and other things of that sort, that are easy to do.

. Senator Couzens. How many are there in your sect,lon?

Mr. Beegs.. You mean the personnel? . (

.Senator Couzens. In the training division. .

Mr. Beers. You mean how many are.on the pay roll%

Senator Couzens. Yes. ..

‘Mr.. Beers. Fourteen, I believe.

.Senator COUZENS. Do they devote all their time to tralmng? ,

Mr. BEeRs. Yes, sir
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Sendtor Covzens. What would you say is the cause of the great
dissatisfaction ‘that the: bhsmoss men -of the country have with tho :
Internal Révenue Bureau?

Mr. Beers. Well, I did not know that there was dissatisfaction. -

- Benator CovzZisNs. It is perfectly:evident, frofn.the press and from
the communications that the Senators havo received.

Mr: Br:ens. -1 have 1o means of knowing what they have recen*ed

Senator Couzens. It is peifectly evident from that that there is a
great deal of dissatisfaction, and I ask you, Do you feel that the In-
ternal Revenue Bureau is funcmomng 88 oﬂicléntly and \,ompetontly
asitis iblé to do¥ -+ - ,

Mr. Beers. Senator, I will tr to be unbiased in my answor to that -
T'hive watched that pretty closely I have tdken some interest in it
for five years or more, and my honest- conviction is that it is doin
to«day many per cent better than it ever did before. ‘ I do not heui' o
any Irietion now, and it certainly was rampant. in years past .

nator: Covzens. How far past?: ’

- My"Besrs. Back in- 1919 and 1920. I can mot give you the
dwidmg Tine; but it 5raduany drifted away until it began to run more:
liké a properly lubricated machine. It used to run. with ; jars and
kicke, 1, ha.'ire ‘not heard'of one for a long time. " “

* Séhator: CouzeNs. 'What lubncated lt? You smd nt ran hke -8
well-lubricated machine.: - Ce

Mr. Beers, What lubricated 1t? R ;"f R

* Senstor Couzkns: Yes. = - S

' Mr; Boess. ‘Bfficient admmnsﬁratxon :

" Senator Covzens. Have 'you any suggestxon 8810 what mlght
be ‘done. by the’ burédu''to ‘make: unnecessary these lmge expendx-

tures b ayers for expert advice?
l}ﬁ 3 EERS. That is 8 pretty bng quesuon to answer right off
8n’t 1t .

Senator Covznns Well you can say whether you think thero
are some ways in which that can be done or not. -

Mr. Beers. I had an idea in view a couple of years ago, wlnch
was never put forth, that I believe would have overcome 1t. :

Seriator Couzens.' What was that -

Mr. Beers. The training section has a correspondence com‘so
that it %ves to the field men in tax law and tax dccounting and
allied subjects. - ‘I believe that if we had given that free to every
lawyer in tho country it would save money to the Government and
to the taxpayers. -

Senator Couzens. Would srou give that to the lawyers or to tho'-
industries who pay the taxés ‘

Mr. Beegs. To anybody who wants it, free '

- Senator Covzens. Is it too late to start something hke that now?

Mr: Beers. No; I do not' think so, because we are in better
shape now than before.. When I took charge of the training sec-
tion—that is, prior to my accession to the position-——there was hot
one sheet of mstruction of any description to help any 'training
work. There was not a text of any kind, except a service of account-
ing texts and that had to be wntten entu‘e y from: ah accounting
viewpoint. The first ones that were writtan, applicable- to otr
work, I wroté' without any suggestion from -anyone. We have
written entirely from the income tax viewpoint and not from én
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accounting’ viewpoint.  There is 4 very complete line’ available,
and that line would be of great advantage to the:'American tax-
pag:rs if they could get hold of it: " : "0 e e oo
' Senator Covzens. Mr. Nash{ lave you any idea how that eould
be carried into effect in ‘a way whith would faéilitate the taxpayers?
~Mr.'Nasn. It has been the ‘volicy ‘of ‘the bureau to keep such
instfuctions ‘for the personnel df :the ‘Internal Revenud. Bureaun.
They havé not been distributed gratuitoasly, although during every:
tax-filing period we have prépatred for the newspapers a-series of
articles relative to the filing of income-tax veturns. The nieat of
glo:e articles that are given to the newspapers is: taken from this
Xt. o , N ‘f.'..' Vot b [N :
Senator Couzens. The - Agrieultural’ Departiment, the Departe
ment of Commerce, and ciLers isdue instriction pamphléts on'sub~
jlglclt‘s which' they have charge of, and for which. they 'ha:lge' s fee..
ey invite the people who are interested in’commierce’'dnd in'agris
culture to purchase these pamphlets and books, - Would it not"be
a i('iod 1\?lan to adopt that policy in the Internal Révenue Bureau? -
. r. Nasa. It might be, Senator. I had pever thought of it in
t atway. S T L L T N A T
Senator Couzens, Well, will you take that up with your associates
and muslt 1f something of that gigd'o.opid ot hep.é‘dé;iizu 6 Jacilivate
thektaixpayer, and ‘so that-he will ot have dé'much complaint to
make . .
Mr. Nasna. All right, sie. -~~~ = -+~ 0 o o0
Have you ever been to Europe, Mr. Beers!.

Jf’, . ..

Senator Copzens. Ha

Mr. Begrs., To Earope?

Senator, Couzens. Yes. o

Mr. Betrs. No, sir, S e

Senator CouzgNs. You have never been to Europe? .

Mr. Berzs. No, sir, , S e

Senator Couzens. Did you ever take cognizance of the British

- . system of income tax? ‘ - T o o

Mr. Beers. A couple of years ago I got a number of pampiilets
on the British tax, Eartxcularl’y along the line 6f their supertax and
excess-profits tax, but I did not go into it deelply enough. I did

ive it a little thought then, but I am not familiar with it now, as

have paid no attention to it since. L o -
. Senator Couzens. Did you discover in your work any loopholes
in t,hg revenue act whereby the taxpayers evaded the payment of
taxes : ‘ L

Mr. BeEers. Not outside of deliberate crookédness. I cén see
how a taxpayer could fail to report all of his cash receipts.
. Senator Couzens. Well, it would be better to take care of that
in the law. I mean where he may be legaliy evading it. - C

Mr. Begers. Well, I would not say that 1 could. I do not recall
anything in particular at the moment. I do recall having a thought
once in a while that a man might do this or that, but as to what it
was I do not recall just now. My work, Senator, has been more
along the line of teacL’mg what the law said rather than what might
have been said. S L

Senator Couzens. Doctor Adams, do you want to ask thé witness
any questions? T o

‘ w
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- Doctor Apams. . 1. would like to ask Mr, Beers if ho believes that '}
they are meeting a number of questions that are important funda-. |
ment and yet unsettled in thelaw? = .. .. = T ;

 Mr. Beers. There are not so many now, Doctor, as there used
to be. 1 believe our biggest unsettled question five years ago was
. the question of treasury stock, and that is pretty well settled now.

I might add to that the excess profits texts mentioned was the first
public utterance in the unit, and when a decided stand was taken
on that point-and the stand then taken is not now open to question.

.Senator Couzens. Do you have any difficulty with the question
of smortization and depletiont . .~ . L

Mr. Beers. Well, Senator, only in getting the students to gras?
the subject. That we find in sll subjects and in all branches.
believe that the biggest: stumbling block has been inadmissible assets.

.. Senator. Couzrns. If the doctor hag nd further questions I would
like.to: ask Mr. De, Lia. Mater if he ip here, to take the stand.

- Mr. Beegs. May I be excused?. . .

- The CoARMAN. Yes. " 1 =~ = A

«(Witnessiexoused.) . o, . .. .
Senator CouzeNs. Will you swear the witness, Mr. Chairman? -

. TESTIMONY -OF MB. STEPHEN.T. DE LA MATER, CONSULTING

ot - ENGINKER, WASHINGTON, D..C. ..., . -

(The witness was dl{%’ sworn by the chairman.) .. -,

Senater Couzeys,. Will you state your 'full‘;'n'ame' for the ;;ecord?
Mr. '%‘)E LA MATER. Stephen T. De La Mater, 2700 Connecticut

P
RSt

?
[N}

Avenue. PR
MSenaétor Couzens. How long were you in the buresu, Mr. De La
ater T L s

Mr. De Lo MATER. Just four years almost to a'day. = .-
Senator Couzens. Over what period of time?” o
Mr. DE LA Mater. I think it was November 17, 1919, until
November 15, 1923. . SR
Senator Couzens., What positions did you tiold during that time?
M, De La Mater. 1 started in as appraisal engineer, became
chief appraisal engineer, and then hecame chief of section.
Senator CouzeEns. What salaries did thoso positions pag? .
Mr. De La MaTER, I think I started in at $3,600, and as chief I
got $4,800.. . o CoL ', ‘
Senator Couzens. Were you at any time at the head of the
amortization section? . , ,
Mr. DE La. MaTER. Yes; I was chief of the amortization section.
. Senator CouzeNs. What particular training did you have for that
particu]aerok? ‘ C LT ' '
‘Mr. D 'La Mater. Well, my education was that of an engineer.
I was educsted at _Corne]i niversity in civil engineering, and
my experience sfter that was the ordinary experience of a civil
engineer. I started in with railroad work, with the Illinois Central
Railroad. From that I went into general engineering; then with the
Osborne Engineering Co., of Cleveland. Then I went with a con-
tracting company in Cleveland on harbor werk and river work,
bridge foundations, and big buildings, and various works of that
kind. I built several manufacturing plants while with the Osborne
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1 Engineering Co. . Later I went into the,estimating field for ocon-
teactors, and then I was with what used, to. be known.as D. H.
Burnham Co., architects, of Chicago. Then I wag: out flor myaelf.
as consulting engmeer for.a time, .. . .

Senator Couzens. Did you go into the- buraau undsar cml service?

Mr. De LA MATER. Yes :

. Senator Couzexs. How did iou come.to leave the bureau? :

Mr. De La Mater, Well, I.had bepu there four years, and.I
thought it was. about time that I got:out snd tried: to- make some’
money to support ray family. I liked the work and steyed there
as long as I felt I could afford to. I-had been ,ambltxous to clean.
up: that work. - . ,

"Senator Couzens.. What busmess are you in now?

- Mr. DE La MaTeR. I am now.in the consulting engmeer ‘business;

Senotaor Covzmzs.. Are. you pmt.ncmg before the Interna.l Revenue.

au

+Mr. Dn LA 'MATER. Well not pracmomgm the aense,;bhat 1 hsve‘

hondled cases before, the bureau. % e & .capd that entitles me, to
pract,u-e before the bureau, and ¥ hawe een before thebureau.just to,
ﬁg .the status of ope or two oases. - Most of: ny work. has:been con-
ed to cons ung work on: the out.snde, advising taxpayers as to how
a claim should be prepered; but I have not. done a general tex: work,:
and therefore I have not appepred before the bureaw mych. (¢ ;-
Senator COUZENS. Wh dgd you get. ,your authonty to. practncex
before the bureaut . et b
nDe La MATED«-WIIOKO dld.l get lf/# oy U e
Senaton Couzens. When: did ;you get, it$. ‘-
Ml:‘er Dg ‘La MAT®R; I havi .t,be cand with me.: It is dat.ed Dm
oy b sad I e ’
Senator CovuzENs. December 19 of what year%
Mr. DE LA MATER: Prior to that I had. a. tempqrary card. ,I;
‘think it was dated November 19, o
- Senator CouzeNns, What year? . .. . ., . ... o
Mr. De LA MATER. 1923. ' . .
: Senator Couzens. They. did not, neqmre you to'mut untll two
years after you left the bureau i in order to. practlue before th L
Mr. DE La MatEr. No, sir. :

t Sepator Couzens, Mr. Nash, wes any rule in eﬁ’ect requmng two
years to elapse between the tlme of leavmg the burea.u and the time .
to practice before it?

r. Nasu. There. is 8 sectnon of the law whxch requu;es an, elapse
of. two years before an employee or an ex-employee can appear in-a

olalm against the Government which was pending mlnle e was.an..

emg: oyee. .
enator Couzens. Mr. De La Mater has not vwlat.ed that law at
all, as far as you know .
r. Nasu. Not that I know of.
: Senator Couzgns. : Do you, know Mr. Jannmgsz
Mr. DE La MATER. Yes, su‘. Mr W Jennmgs, you mean? :
Senator CouzENs. Yes. , R A
Mr. DE LA MazER. Yes. .
Senator Couzens. Was he in the bureau while you were there?
Mr. DE La MaTER. Yes, sir. o o .
Senator Couzens. How fong was he there?
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Mr. De LA Mattr. I do nob kiow Iiim when he cante in- there..
He was one of the older men. - I think he came ih some time early in
lgzo’but,l ai not ‘sure. . . REUIVINTS B Y N R PR P

Senator Couzens. He came in after you did? - -

]

" Mr. De Lix Mater, After I did. . N A
Senator Couzens. Did you not select him as your assistant? -
Mr. De LA Mater. I would have to explain a little bit the process

there,, When I went in as an engineer the section' was very small.
I was practically the first engineer, and was immediately followed by
Mr. Wheeler, who came in on the same ‘d:g & little later. Mr. Vaa:
Pelt was chief.' Two or three months after that, as the section
developed or became organized, it was thought necessary to-appoint
one man as chief of the engineers, because thére were two sections,
the engineer section and: the audit section{ so Mr. Van Pelt made me
chief. When I became chief, Mr. Fisher was made chief of engmeers,
and when Mr. Fisher left, Mr. Wheeler was made chief, ahd Mr.:
Jonnings followed Mr. Wheeler. I think that wis about tlié order
i which they came in the department, and Mr. Jénnings followsd:
Mr. Wheeler when' Mr. Wheeler left the departiwent, -~ i .
. Senstor Couzens. Did you Héar of any complaitits when: you were'
in the bureaut, where eggineers-w‘ere’denie‘d. an Hpportuhity to appesa
before the conferences after they had fixed én an atortizétion?
Mr. De La 'MaTer.: No, Senator. I ‘am ‘very glad to have an
op‘xortunity, if'1 may speak’on that subject, """ .- o
ccording to the newspaper reports of the hearings here, whi¢h I
saw while I was in New York, there hae' been & refererce ‘here ‘to-
secret conferences. I want’to say that there were not any-secret.
conferences, and it-was always the policy that, if thé enginsér who
handled a particular case was in town at the time of the cdnference,
he was in on that conference. It wds the wish' that he be there; and,
if possible, conferences were so arranged-that the engineer Wduld be-
in town. o N ' ot
Senator CouzeNns. Do you know what the Aluminum Co. of Amer-
ica claimed as an amortization ¢ S e
"Mr. DE LA MaTer. If I am not mistaken now, the reason I recall
it is because I saw it in the papers the other day. ' S
Senator CouzeNs. What was the claim? - C
Mr. De'La MaTtER. Eighteen million dollars and something. I
can not recsll the exact figures now. . o '
Senator Couzens. Do Fyou know what the engineers reported? . =
Mr. De La MateR. Fifteen million dollars and somet, mﬁ ‘
Sem}ggr Couzens. Did you ever go out on that particular case
youme P . . . B Ce N . .'. \
Mr. DE LA MATER. I was out there with Mr. Whitney; yes, sir.
Senator Couzens. Was it unusual for the chief of the bureau to go
out on an amortization case? o : ST
Mr. DE La Matcr. Well, it was not my custom to go out 6n a
case as & general thing, -The reason I went dut’ &t that time was this:
We had about six or eight new engineers that came in gbout the same-
time, and we were rushed with work and were very anxious to get
those men trained so that they would be available for independent.
work.' There were not enough of the older men to take them all out;
so I would go out with one of the older men, and being chief, of ¢ourse,.
as a matter of pride, I went out on the largest cases. * + = -~
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Benator Couzens: 'Did. you go out'on any othei" case Hédxdeé" the
case of the Aluminum Co./0f Ametica? - se it !
“Mr:'De' LA MAaTeR. Yes; Im,s 'out. aeveval‘umee I dohot rwall
justhowmany et et
g Smtgr (l‘ombwszl Do you: know the namee of tlio oases that you
w e ot -on '

. Da LA MaTe®: I do not behevovl do I do not: believe
could recall them all. I was out on the United States Steel :Co. ease,
because it came in the way of our travels:i m ‘donhection: with the
Aluminum Co. of America. It was on that {portion ‘of 'it down in
Lgoblle, -and‘I had been out on that before at tlllm New Y&rk ‘oﬁobﬁ of
the com: L A A s

0 Sendtg:n vBENS! Theﬂ the Unwe&svhwes Sﬁdel Co 0mtnoli is the
en?(:me 'you rembmber outside of the Aluminum Co. of Americat? *
LA MaTen; Noj I was out on' the American: shipbuildi
©asb in ite inception. - I went-up to Cleveland on it and met the offi-
oéts of the company to determine just how the case:should be handled
and to find out how much of & case 1t. was aod how we should handle it.
Then; 4t their request, I went up to ‘New York/ to hsten to theu'
bttomeys in ‘the ‘presentation of the case, - -
-Senator Couzens. Have you been: Mployed——% '
Mr, De La MateR, I suppose, if I sat down and thought, a whﬂe,
I would be able to think of more oases. : I kmow 1 was but on more,
but I'do net recall offhand the names: of - the cases'] Was'out on,
Senator Couzens. Have you been retained by any of these cor-
orations in conneetion with their clalms helore ] burean since you
ave been out of the bureaut- .- Doy
' Mr. De La Marer. I have not been retamed by any ¢om any
which I'had any personsl or intimate association’ with while.
in_the department. . And I might also say, if I may, that:I do not
take any caseson a oontingent fee basis nor on a flat fee bagis. Ihave
only been employ@d on a per diem basis and I have noh sohcnted a
qg.tor Covzgng;  Has your undertakmg bepn suceeMul smoe you
ave een out of the bureau?
bo ” Mr. DE La Mﬂnn. Not as successful a8 some that I huve read
‘ “ LT S U B S A I S S APUPRRS RO 5 SRR & U SR Y SRR
Senator COUZENS. You heard me read the letter a.whnle ago about
youz: having & memorandum book? .
_ » DE LA, MATER, Yes, sir. ..
Senator Couznns Have you got such a momormdum book?
Mr. DE LA MaTER. I have not. .
.. Senator, Gouznxs, And fou pever had such a memomndum 'book?
Mr. DE LA -MateR. I always have a memorandumb .
8 black book now, since, ]; ary out of the departyaent, but I never ha
a blagk book. with a: list.of the. Mellon: com amqs in it.
1 ‘Senstor Couzens, You, never-had 8 book of; RS km@ wnth.a, lmt
of he Mellon companies in it, had you? . -
D La Mazer. No, sir. .1 might say thet the. Jonly. way 1
evm: knew, that a, case Was & Mellan case was. .from the underground

route. There was never anything to'.indicate that a. cese was a
Mellon oase. .. Thare was a greatz eal of gosaip- circulating through
the bureau when it was intimated case. was & Mellon. case, -

Senator Couzens. It was kind of whlspered around ?
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2 Mr; Dt L, Maten. We called it the grapeviae- \mute If.any- ’ 2

started anywhere in thobumn.u itiwent all. throug hit, 1. a.lso £ §
beard :a.list & few. minutes ago. of. MelMon companies. |, At Jeastchalf ¥ -

of them I never heard of as Mellon cases.
.- Senator Covzung. . Well, inthia.grepevina fprocaedmg thmuzlwhe
bureau in which there was mention made of Mellon cases, .can you
give the names! o themommw that. were supposed 4o be MeHlon
OD soiesd 1 gy b T ; m Ppere | .5.; NI U ST "nn)
DR'LA mmx C“I‘ : 'I il (i; (RS FERS S BN IS FRU
Sm Gomns.uXesm Croepig nl I u/ BT BEITHUIES
.. M DR Lk MareR: Those whigh'I knew were Mellbn com smea
were the Aluminum Co. ., the Standard Steel Car Co., the Carborun~
dumi Go,; .and. shei MoClintoel-Marshall Co.;1 and: the. Gulf Oil Co.
Of course,; weihad ne conneetion with.the Gulf Qi) Co.in our section.
. 1Benatot. CovzeNs. /Daiyon. remember the: carnespondence ithet! we
had here the other day, where you qddressed SOme qomununigstions
fo:some of the bureauw heads: to: oxpo te-& Mellon; cage;- that ls, the
Standardﬁtae&(}u(}owm. R IR T I T YTRT RPN I DTN
Mr, D L& Marxr: L-6kw. some veference.to. that in . the Phxla-
delphia Record. What do on:want to know speecifically, ebout that
nator Couzens. Mr.Jiarieon, have you.got that. oonespondonce
ema 6 ontgods o pesboone I Y Mcmu b luu/ ¢ N4
Hamoxv Yea; we have thatu....: 1 i ; : u ' vt
Senator UZENS, f bave 8. phot-ostamz eopy hero of a commumr
0&5!0!) deted NQYO!B‘)G“@) 821 headed: 11 . a0 sl
3 e Statidir® Steel: Car'Ob.,-Butlbr, ‘Pa, ' Memmnanw'w Mr. Wlieeler
Upon request of Mr. Newton, re resenting this' mﬂayer the audit. of this cm
ned| by, the con . An extension of

&W m@g % ng?xpayqr fox; #hq eu?mismon of necessary dats. ip
'You ore rethowve. this case froin the!expedite ﬂle tnd not assign an
enxinebr to.it nér.fallow up, the oase until further advised. ..

‘Thablis signed’by you; T think. - Do you rehiemher‘thaﬂ it
Mr. DE LA MATER. Yes, I remember seemﬁvthat in the paper.
Segnuto\' Oomns “You-do not' renmmber it he‘n yéu were the
umt AN

"Mr. De Li'Marer; Oh, yesy I'do. T récall the élreumstancés in
connection with all of those memoranda, lf that is what you, want
to' know,; Sehator.

Senator Couzm:s I asked you 1f 'You remembered tlus memoran»
dum, on which a certain part is deleted which' refers to, ‘this.
being a Melloncompuny. , ) ,

r. DE Lo MATER. es,Ido S R

' 'Senator %myx: ‘Do you kriow when that pm of the commu-
mcatmn rehr% the Mellon company was deleted? -

T do not kn w"the exact date; but it was after
I returned ‘Thés menwmndmﬂ signed, if" I recall correotly,
by Mr: Kishpatgh; soting chief of Sootion it my absence, and'wheh i
came back I learned that that case had been’ requested to be expe-
dited, atid as it had previoualy been requested ‘held, I investigated
it fram the' coﬁsolidu , ‘and found at it 'had: been- empednted by
error,’ u& some misuniderstanding, -as I- recall, ‘between ' two.
géotions in thy consolidated. -I: therefore ussued {another memb-
randurn’ canéelin g tlns expeditlon and I deleted lt purely 83 o matter
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] i of indicating my' &msp roval of  the use. of ptheere&ury’s nune '

" for the p ose of ting'a vase. :
I . Senator' Then, you. deleted@hlsyomdﬂ " m!‘
M DnLAMArnmI“deletedwyes MO LN EY

nator CouzeNs.:'You saw this ‘before it wis deleted, of courset:. !
I¢; De L Maren, Yes.: It 'was! tiot délefed when: immed.'u
Senator Couzens. What is your understanding of the me
of the last p aph of thns meémbrandurh;’ sngned by Mn /Kish-
Jpﬁugh !nwhl ':lr‘qlti . TR lij(g l!'
"It seems that What ie’hot to 'bh done 1s' the' istler o 'asﬁé the tax;
is degired to ﬂnd ut the dmdﬁnb or the' prebuble ausebamen:'ﬁ soésn fy pogii‘ iy

Mr. D3’ La Mirie. 1 éan hot’ wer ﬂiat ‘for, the rgﬁsoﬂ that

;hettl:laste was not desired expedltéﬁ £ de not v the rea‘son
or a P B Vol e
Senator COUZENS » J at chifid” to your t“ﬂtlo Whoh 'y O'u‘/re-
turned o syggest to you that you cacel tﬁe pxpédite erd of it this
case?

when T came back, and bsehce,
I probably went over the assi tof the caﬁe gﬁ
ticularly that that was not edited because I had

he‘
pergo:aa‘ll ‘ ‘to Mr. e&’d’sbﬁ ‘n’tﬁ b cﬁ#’ H

%nz &t ‘Gaso 'be‘fore for ' inves
had gpne out’ on'it, " btid 'he foungd ' at thb e ‘'wa' i btﬁ %

;. Mr. De La MATER I A»ngsﬁme ih #ﬁmyﬁsfﬁmm Ii! the’ work
g 0

That' hép péhed ﬁ'equbﬂt the wdrk, the
. éoh‘;ilﬁted “having’ re uesﬁed *usm I:gsten tt;he cata:‘ e hi
WO emm,mb (] ) case'
shape ‘so that we could' ass on it. T was a.lfe({ ge the donsdliu

dated, & d Mr Neéwton, was thiere!’ T'was mtroﬂﬁced to Mi-
ton by ird. - L '
? rCouznws WhOth‘ Newton'l et A o
tax & LA MateER. Mr. Newton was- the representative 'of the
ayer. .. " o
Sgn);tor Couzens. Was he ever in 4o bureau§ - "1 /u't - ".t‘
Mr. De La MaTer. No. That' m'hnotheg Newttm‘ A
Senator CouzENs, Another Newton? SRR
. Mr. DE Lo MatzR. Yes. 'Mr. Bird smd thist. a8’ they weré mot
going t6 need our rhport as sdon as they thouglit, 't would ndt be
necesdary for us to handle 'that case, bn ‘th?e taﬁpa er could' there-
fore be given the pecessiify’ tifng' to prepak & e''to ‘present. it
groper y.. I knew when I found' ’thns mem aﬂdum that there hed
een g controversy, & changed plan or a mlstake made.
Senator CouzeNs. Do you ktow why Mr.' Kishpaligh- put in there
that this was a Mellon case and therefore té. exp itd it? - .
Mr. De La Mater. T do not' know. 1 just heve an ides that 1t
was done for the purpose of crowding the oys & li e miore, rathér
than with the idea that it was especmlly hecesss: thb.t‘tfley get
D Cmeoncs. What was the piirpdes of this memotandum. of
enator COUZENS. at was the pur ) meémorandum ‘o
December 19, 1921, signed by you atlx)d &dressed to'¥Mr. Wheeler?
Mr. DE La Mxmn ‘Because, upon coming | a.ck and glo ing ‘over
the sityation, having known that the case was to bé held Wwent up
to the consofldated 0 ﬁnd out if this was correet dnd I found 'tﬁhat



W78  INVESYIGATION OF BUREAV, OF INTERNAL BRVENUR

there had: been 4:mistake, and that'the case should not be; oxpod;ted. ¥
So I countermanded that expedite memor: R |
The CHAIRMAN, What does it mean to expedite a oasel 1
Mr. Dz La MATER. It got-t0 bs a-joke, Jengator.: As:a matter of
faos, threa-fotrthe, at least, of the cases in.our fle.were expedite cases.
We- oionkod on notb:mlbm expadatmcases @t one txm.e ‘dunng .that
3 ‘: A TR RYTR RIS “t 1 P
Samor Cautens. What.made.them ex date Y cosef | ..
- Mr. DE LA Mater. There were severaf?easons, 4 pose for

yesp and.a half or two years all. cns%dﬁvolmg cis:ms 1aving An

clm for. refunds or sbatemant qr credit were
%‘A’-’ﬂ‘# Who%xd et;.})e’,g:.m;ho ity to ma;; at c:;e ‘f‘ Ex&s ag’ 't
hat ‘was. a claim, for
wmbem% By ey gpse, thet, ag 5, cle

- CFW n}arl; ed them .
hily
ﬁe %?mmm %e , lfY t‘ﬁey were erﬁ;'(it&mggfomatlcmy, Who

ay m n tpmatic businegs?

’gf:,hi)s ,qug} ﬁqﬁ,&pp ow 48 ﬂ?&d name, the mdwidupl
3 anization. s ~atranged that some clel‘k
o, . 3 i . e

¥, He rk it ‘Ex te”$'

LA @,‘Wﬁl&rﬁm’u e‘c):gén olir's dyst,em was thls
up wd It was en mw and umt’h'
qqsq; whi Wel:e expedlte cases- werg, those
t cases. . Sometimes & r ueet came from
extonqo a, or . we had any knowledge & ougl ankrupt
em it was_expedited. Then we worked with, ad ﬁ 'work
with, {he other andit sections closely, when they wanted the
amortization report we trie to have it ready by the samne'time' they
wanted to audit the case.. uid :send us a request for the §
qamortizativg report, and that am.mp&gtely became an expwilte case §

in our section. :
The CraigmaN. The first time: you saw the ﬁ.les in thns case was

‘when you scratehed th ds. tn?
Mr. y ELAMATER om o

The CHAIRMAN. - gu had se W before thaﬂ ._ ;
i Mr. D T M2 ip fore . revnous '
mormdum m.; &rtmsnt, dated ovember 2 t ink, in

which I yequn
in! Tbe .Ciﬁmaﬁm ?ﬁ ﬁabif been an exped;te case up to that

tim

. Mr Dr: LAMM;M« ;It had been & ‘e?lpedl;te case a8 I recall at

the réciuest of. the consplid ated, becau?;e it was ready for audit.
(';leb wh en you came back you struck out or

delebedthmem you I

RMAN. Why dld you strike them out? Why did 1t

Poaa: ’tq e an expedite .
M;t:.i Mam prb né no conqecthn between “the' two,
Sﬂnatﬁm». '

The AN Timt is what 1 w'i?t to find 33,%9 case, because -
)

Mty DE; ‘1ER, 1t seems to
having knowle e a month before from ﬁlr d that the case was

| S
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to be held and not to be expedited, I checked this up when I returned
and found that there had been a mistake thade and it was not be
, expedited. Therefore 1 canceled that memorandum by another
. memorandum. As to the deletion, as » matter of course, when I
read that over and saw that, I took a blue gegcil, that: 1o to say,
just to indicate my disapproval of using the Secretary’s neme for
the e of expediting the case. ST
ne CHAIRMAN. In that connection, was there ever at any time
any intimation or suggestion that came to you as chief of the division
to a.case because it was-a Mellon case? -~ =~ . . - .
Mr. D& La Maizer. No, sir. :
The CratrMAN. By anybody?
Mr. De La Mater. No, sir. ‘

. The CaarrMaN. Directly or indirectly

- Mr. De La MaTex. No, sir. . . S
The CEAmmMAN, Was there ever any intimation or suggeation that

came to you as to how a Mellon company case: was.to be décided or

.88 to what your decision was to be in reference to it - ., . ... . .-

- Mr. De L.a MATER. As to the result, you mean—the amount$ .
The CrAmMAN. Yes. .o
Mr. De La Mater. No. .

The CHAIRMAN. Never at any time§
- Mr. DE La Marr. Never at any time. - L

" The CaAmMAN. Directly or inditectly? -~ -~ o

'Mr, Dg La MateR. Directly or indiveetly, '~ . -

_The CraiMAN. 'Whdt difference in the progress of that case did

_it make after d);ou determined that it was not to be an expedited caset

In other words, what was the difference in the progress of a case that

was marked “expedite,” dhd one that wagmot? " - o
Mr. De'La MaTeR. A case that wis' marked “éxpedite’” ‘was

followed up, every so often, if it was not ready to examine. ~ For

instance, thé case had to be preg@red in"a certain form before we
sent an engineer out on it, and if it was not ready we would write
the taxpayer and send him a guide form and request that he get it
in as soon as possible. In the course of anywheré from 10 days to
two_weeks that would be followed up by = letter if .we had not
received the information. As soon as it was ready it was assigned
to an engineer. The engineer went out, and he would be told it

was an expedite case and to get it through as sooh as he could. I

should say ahout three-fourths of the cases were expedite, and they

were all working on expedite cases for over & year. =
The CuairMaN. How long were you at the head of the division,

Mr. De La Mater? - : . o

' Mr. DE Lo MATER. If I may ask a question, you mean the section?
. The CaaRMAN. Well, the section. I mean the section. -~
Mr. De La MATER. About three years. - IR

The CramrmaN, How many men were in that section?

Mr. DE Lo Mater. Well, 1t varied from 50 to about 90.

The CuarrmaN. You were acquainted with all of those mean

personally ? . . . ‘ S
‘Mr. DE LA MaTeR. Well, in a business way., =
The CraIrRMAN. That is what I mean-—~in a business, way.

Mr. DE LA MATER. Yes. . ‘ I
92010—24f—pr 3—2
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i'?’é‘j.'(’lﬂo wmmom mm nvmmon mnmwmmm
' LoufThe Craamiaeay: -Didiyoia-eivet know either in'y zm@m or any

~gther section bf1 anyedse: of fraud: or corruption?’ Fronie o
i Mas D! List MATER: Jn my 'sdetion:or dny: other sectubn‘!s Onlay
lthosbf'tbatlluhawmd oi‘m e.newspdpems; 1 -/ eapiiigto
.71, ‘The CRAFRMAN; 1), nllsmqi bbut rwﬂmt ow knew-about? ..
1o Mi DnIuJMAmm:fl‘hat»B ndlpormal omledge»oﬂ; ST
The CEATRMAN. Y O B T T TR LTIV AN Y
sauMey D ImMn'mib Ne, siris+ clE v e by
to1 Thie Citaimman; Did. yow lmow of «i.nybody m:ymlrsenuon .on the
inside that was giving' informatiow. to: anybody on 'the -outside that
the person on the outside could use m obtaimng bubinnsb fOr lmnself
Mgettm ees for himseif? REEL
Mater. Ididnot. v o/ iy SRR
The CramrMAN. Have you; sinee: yon‘lefb :the -bureau, had :any
inside connection by whick you obtaxned nndorgrohhd finformition
)thiatiyoie-could use to your advantaged. ...; 't/ oy
o IMroDe LasMares,: I huve not.:iil- SV T N R T
Senator Covzrnsi I.doxiot Tooall:just: whati: ynur;.answor wes. in
col:inwtmn with the deletion: of: tlm letter. wh;oh 1] mad,(whdre it
sald: O SR T PRI IR
It seems that what is not to bo done is the mht‘ber oj‘ Hséddsidg ithe i;axui

~ I do not know just whay, you,said in ¢ N

Mr: De La i'mn :ﬁq d, pq ﬁw ?.ﬁqmemor d  and

I could haraly answer thad, qptp ign. ,V§qen i {ound

nia i mmormm wms trm o,e({ not give ,w nwph} thought
%9,40 the reason wh yiive e ey

"%9 s. 3

‘ atigns to make thei would

'i’xnﬁ-ove the serv‘ice.bf Q ep 3 “% tt: "‘% $ 4

Cen TER, , Ihat is o quebtmn, I wn not 8 tax
«eaperk,: I Ways h one xéeu, tﬁ ever, that T would like to
,Q;mm,b TRY,. a,p 6 ha JS‘ qt ero:,s too muc qpportumty
o FAVA Q iﬁx Y appeal;his malkes it 100 hard to
1Y with: the cases,.

vzENS: In ’other worde, you thmk the bureau is, 600'

o rwikh. thie ¢ 8yer,
%xbﬂ'“ t’b ‘"fﬂ:r%n I do nqt $hink it is th bureau. I thmk it is

law,g ;'.l‘hq gume Lt g, ApP fg)oto the. qo purts in the country.
or, Co, There are too many ch ances to &ppeal
Q}) I‘oo man¥ "chances to appeal.
Senator ovzm,vs hat " creates the. dlsp0$ltlon to appoal-—the
. Adyice;o fﬁ wwx 9Irt
ATER. It is not necessamly 8 tax expert B { may
Ew ta,xpnyer hunself handling his own csse, . He has the oppor-
pepl, . For instance,, the one, whn hendled the ¢ase can
eal to ) conference, and then in cqnferance, if -he does not get
at he thinks is a. gquqrq deal, hp can ,apppa to yhe gectlon chief,
and then, ha can take it yp.to. ¢ the .committee, and. he can ask for a
qoml assegsmant..: 1t always gtmck me that there Werg: too many
ances for appeal.
Senator (‘ouzr.Ns Is ,Jt not a fact that somp of t.heqe appeals

hnve n. 8 these tax experts?
b% myUnmbte P N

Senator Couzmns Or those soliciting thls bumness? R g
Mr. De La Mater. Undoubtedly. I
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- Senator Couvzens. They: would: go iardnnd . and.. pﬂt« in the-minds

ofthesetaxpa, ers tHat the couldappeal‘iu o TR i

- Mr. De-La Mater. Undoubtedly. . . - 5 cine L

Senator Couzens. Have you ever given any thought: to.. the
question of decentralizing some of this wotk,:so: thatfls will not be
all handled here at Washmgton? RS R PRTS BT

Mr. DE La MaTEeR. ' Nogi-I really have.fot.. As I sa.‘y, I am’ not
& tax man. I went into that ‘worl after I léft construction Work.
I'was in the service during the war, and I Went:intb' the bittead.as a
sort of sto%hgap between the war and going back int6 my ld line
of work e only reason I take any'tdx work now:.is be¢ause:it is

~.1an opportunity to get a little -capital to start: mto’ m\f old hhe of

work. el
Senator CouzeNs. Do you want to ask lmn uny :t‘urther ques-
rtlons, Senatort. - R

The CramuAN.. Do you know Mr. Brown? e
it Mr. DE L MATER: oy, e AT
The CuairMAN. He was in your sectlon, was he? u»’ S e
- Mr. D8 La-MATER: Yes., . | o 1l SRLREEE
The CaarrMAN. Did Jou have any troubie with him?
“Mr. Di Lia MaTER. T never had 'any trouble: with; him( At’ the
; time that he came in the service thoré.wes a: six: months’npmba-
tionary period for all civil-service  appointees; iand at'the end of
four months. M. ‘Whealer, who ‘was my chief 6hgmeer at thotifime,
came to me and said that Mr: Brown.wds not making  the: grade
and suggested that I have a talk with him. SoI called: hite into' the
- office ‘end told him that ‘he would have to getiup di hib tobs oF we

H 5
[ S

* 'would have'to drop Him‘ht-the end: of the six mouths’ period that

he did not seem to -be grasping: the work. ;- At the end of the six

“months’ perind’ 'Whaeler: md that “he guessod wae -would’ huvle to
drg&hnm ecause he did not show that he. .Was makmg the sradbmi

CHAIRMAN. Who was Whedler ./ . :

r. De Lix MaTer; 'He was. the chief-of | engineers-at' that! time,

I talked it over with him, and Mr. Jennings, who was-then assistant

to Mr. Wheeler, said that the boys had been workmg with Mr. Brown

tryn to teach him; some of them had been up ‘to his house at si hts

§ to get the idoa into his head, -and’ that, he' tHought: that i

ul give hlm a little longer chance he woulq be able to do'the %ork

8o we gave Mr. Brown a chance. : That is ! - only. trouble I have

‘,'hadvm him., vl

Senator Couzens. Who was the solicitor when you weré' thero?
. The CHATRMAN. Let me ask this further questaon, please VR
‘' Senator CouvzeNs. Surely." " . - sty voan b0
The CHAIrRMAN. Why was he dwmxss«aﬂ from the dep artment?
Mr. De La \'IATER. He was one of thmk enght Or nme» who
-were dropped. - o)l
The CHAIRMAN Why? S
Mr. Dr LA MATER. Becuuse of lack of money we had to cut down

-4 the force, and those six or severn or eight, whlc over it wast were at

the bottom of the llst, as' they rated them. ' & .ot g
The CHAIRMAN.- And & ou st.ruck off. the bottom o‘nes% P
‘Mr, Di Lia MATER. We struck off the botmm ones PRI
- The CHAIRMAN. Yes. SRR
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‘Mr, D LA Matgg. 1 think, if: I mistake .not, due oonsnderatlon ‘

was ngen to mlhturDy s)referonce, however, in that selection.
The CrATRMAN. Di
- department?
r. De LA’ MATEB. No,
The CrarMAN. Neover at any time? -
‘Mr. DE La MaTer. He never mentioned it to me.
The CrarrMAN. ¥y you know a Mr. Adams? -

- wras dro
- The € Ammm Yos Tell vs a.bout hun

Mr. De La MaTter. Well, I have not much to sa.y a.bout hlm

because I never——
The Cuaarruan. Why.was he dropped?

Mr. De Lo MaTER. Because I never had aﬁ wonds wzth hlm

whatever. There was nevér any question about dropping him at

the end of the probatlonary perlo Nothmg ever cdme’ up. with

ard to him.

e CnAmMAiv I—Ie was dropped at the same ﬁme Mr Brown '

was!

in July, I think, or eaplier.. -
e CHAYRMAN:: Wis lie dropped on acoount of meﬁiciency?
% Dn Ta MaTer. Mr. Adams? 2 ‘
: e CHATRMAN. (Yes., i/
v Mir, Dm LA MaATER. ‘M. Adamswss one of 15 dropped in October

t down the force, and.he was, dropped from. the bott&)m of
s g A ’ o r.

e force was cut: practwally i two.

¢; The OualRMAN. And these men. were not droppéd because of any :

hosmhtB to them were they?,
MATER. Absolutel. not

‘The. CmmnAN Or because of any. troublo that thoy had creatod :

" about dxsoove hhmgs in-the department?

: TBR. No, sir, . -
The Ommmm ‘There was ndthmg of that kmd?
; Mr., DE L MATER. Absolutely net. - i
The CrairMaN. That is all, Senator. .-

- .Sehator Couzens. Who was the aohcxtbi-'of tho bm’eau when you

" were there?

- Mr. DE LA MATER. I wag there under more then one tPrevnous ‘

to Mr. Harteon there was Mr. Mapes. : 1.do not know, but I think
Mr. Johnson was solicitor when went in.- L do Bot vecall that.
He preceded Mr. Mapes, I thipk.. . :
.. Senator Couzens, That is all. - ,
The CraremaN. Have you ever appsared porsonally' m t.he depart-
ment since you left it?
... Mr.DE Marer. Yos; I have appesred to ask the status of
- & case and. to file.a. waiver in & case.
The CuairMAN. Those are the only times? - Ce e
Mr. De La Maten. Those are the only. t:mos s
The CramrmaN. You have not appeared them for the purpose of

aridum%)anhasﬁimﬁ No, sir.

he ever talk to > you about my frauds in the

Mr. D La Maria. e85 he was one of the englheors also who

. M, DELA Mum No ‘not iat the same tnno I thmk he was .\
.dro;oped tho last_time.. - Mr, . Brown' was dropped with six or exght :

Fg
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The: Gmnmm. :Béfore o.boand or.an mdmﬂdual’i oot

Mr “DmLa MATER, Now -« . vee T o, :.-'L i A

The CHAIRMAN. Have you taken any caso sihee ryonlofhthn dopartm
ment that was pending while you were in the department?. ... : -’
thMI‘ De LA« Mx;mn Yeai! thmk they: mro pendmg whnle {I th

ere. iyt NI I TR R RN TS s»,x RTINS A {13

The CHAMAN ‘You lmow‘thomms astatute agamst anybbd gomg
out and ¢ .6 ‘cave within two: years aftel he.kis left any P
ment of;the ei'nment as: anviofficer: or employee, if the case! vnm
pendingwhile he was:i in t:he department, althoug there is qo ’penaltyn
attachedtolt R AT : x S Y R A LI Y

Mr. DE La MAm Well these wére‘oases that I had 2o portonali

. connection: with. - SETTRY SR

‘-—'-ﬂ—
e - . .

The CHAIRMAN. No ersonal connectxon? et

Mr. De La MATER. : P

The. CHAIRMAN:: S0 you have: not’ personally takenf any ‘cnse for -
money, as a lawyer, or for the purpose of representing theit side- of it
that was pending in tho department while ybu were assoomt.bd with
the department? Lol

Mr. De La Mater. Well, it might have: bedn. pendmg yes; I
should ey iit was, perhalis, pabdmg, but hot thét I had/pbrson‘al

connedtion: with-it, - v IR AP

TheCﬁAMAN"YOS.t Y !,., gt Lo

~Mr. Apams. ‘De you niean pondmg:m youw ctmn%

Mr:: Din La MATER. I assume. he meahs by ‘“pendmg" bha.t it- was. :
in the department.': - : SNt

The CHAIRMAN. Yes, Of course. t.he statute is broader than. t,hat,

as you know, Mr. Do La:Mater; but it seetns to Liave beem a statiite
that nobody ever read, or those that did read it. apparently did Mot
understand’it. It becarae morb or 1éss obsolete, because:there was -
never & penalty attached to it. It was declo,red to be the pohoy» of’
the country, and nothing more.

Doctor Xnum ‘Well, it is émbodied,: M. Chtlrman, m thommh
tions of enrollment at the present time. It is just & guestion of the
interprotation.of its; mwmnf Ttrl\ hava hoen very consaious of it -
in the department for the lasé three or four years snd have very
carefully consxdered 1t and 1i; isa part ‘of the condxtwns of onmllmant.

- now, - i o : »’ RS
The CHAIRMAN Now% S
Doctor Apams. And has been for probably tWO years; . . i/
The Crarruan. I did not know that, - -

‘Doctor Apanms. ‘That is to eay, when a man nomgoos mto the de-
Eartmont in any capacity that is read to him or brought to his atten-

ion. He must sign the ﬁ;phcatxon in which full- consideration 'is -
given to :the department mto retation of that statute. It is
embodied s one of the prereq to. admission to pructice. R

The CHAIRMAN. When was that méade the rulef '

Mr. HartsoN. I think it m:ight alear the atmos here a httlo to
state that thet stabuto refe to prosocunng a ol anm agamst the.
United States.. .- ! - .

TheCnAmuAﬁ Itdoes? Ly

Mr. HarTsoN. It is an'old etatute. R S

" The CaATRMAN. Yes; it wes passed i 1870 or 1872 N
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Mr. Hartson. The department constriied & ¢laim therein reforréd - § .
to be a claim for money or a claim for rofundé That is thedepdrt- -
mbnwbn vérptetasion of that.. . Gors b et H:~‘ I

Cnnmxu.Ypd;uluu -1(«."!’( HH'*I?'..' o
/:Mrl Hadrson., A very ishaieiof the work intolved in prac-
th before the departme as nothlng to do with the prosecution:

olpitnfdr arefund or & claim:for money agéinst the United States.
Tllutfﬁst leut; h;s béen'the depsrtmental interpretation; and I think
that' lawyers' aind bsentasives generally have:thought.that theyx-
hwemot- ~prosocur " olaime: withm the! two-year period; but- have-
red in tux uestions before the ‘department within tho two-lyoar
pg riod when: & cl im for a refund was not ihvdlved.: !’ ..

Doctor ApamMs. When that tax questlon had never beenjpersonally
before them. Yol e DU TES Hsu ) 0. !

Mr. Hartson. That is true. AN R

/The. CHAIRMAN. . Wheén- was - tlnsnembodmd in- the fapphcatlon to
pmducubeford thei entd . il o

M. (HAg180N. -Since'. havé:had. any. knowledgo of it, whwh has'
beenseveralyears , SETRNRT IRt BT

| The: Cramnuan. Iothatso¥: i o 2077 oo i AT Y

!:Mr. HahrsoN. 1 Ybs. ) Now, roeohtly—-—that is fto say, in_the. last
two or three months—the rules of practice have been.amended in .
what is now known as the second supplement-to’ Circular No.. 230,
wlnch re mros overy. %re actitioner; to. secure the consert of the Sedre-

tary of* fore he can appearin any matter; claim, or
othofwxsz;d before the department which was pendmg wmhm the tW‘O-
Yurpon NIV Sl o 1) '

- The CHAYRMAN. Woll that daam the. ssﬁx(at.wn. .n:.‘

1(Witpess exouspd)i: Dis Bib 2w ey oo

Benatorrc‘ovzmb twmu ask -Mrv Mapes to tako the sm\nd, lf he xs

re. St il "u pestsady e ', B ST . :

Mr. Mares. Yes, sir. IR ,

&?eemm Covzexs:' Mr. ﬁ‘hau'mm,rmll yon sWeM' tho wntness

) ;INYH(:;.;‘.'}. ');.},u f""’ ETETYIR L MU

ugnmn;! OF ME:'CARL' & gArns., WASHINGTOR,. Ds o.

b o [FIRE dry U e Al T A TS N PR I P ll' ol '
'(Th&mmémwwdvgsw&rhbyhheoham) bl »
Senator Couzens, Will you state your full name and address for

the record? TS RN TR

Mr. Marpgs.CarloA; Mapés; 1317 F Street m/my »oﬁioe address,
and Iamen aged in the general:practige'ofi the law. - . -

Senator : tY ou wee: -in- the, Intemal R‘évonuo Bm'eau' at

.onmtijnoe i "’Ulv’ i ity H SN P et g . g

Mt MxpeEsy- T was} sm.» STRLERN G FIRTAR PR .
- -Senator Covzensl i Will ; :you give us. yo(u' oonneot;on vnth .the bus. ,

* renu, how long:you were:there, and what position:you heldf i . . .

Mr, Mares. Fromv 1920, I think, about the ‘widdle of Apr:l or
theérvhbouts, a¢ which timd I ‘wenht into the serice of the buresu as a
s déial attorney:in chm‘ﬁe ‘of -thg oriminalidi ision;, until November.

1920, when I was made solicitor of the Internal Revenue Bureau.:

The appomtment expired automatically on: Manch .4, 1921, when'I

_'was reappointed about a week or two:lateihy: President- Harding.
Senator Couzens. Hovw-long idid you:remain,under that: tégime !
Mr. MAPES. I resigned January 1, 1923
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+ The CamuaN. When diﬁ.gou:ﬁrstrgqsinto‘ﬂ}o buveand. ;) [/ 1/
- Mr.:Mayes. Abott the middle of ‘April, L think, of. 1920, Senetor.:
-Bdnator Covzens. Whom did you sheeeed assolicitor? iy (i v -
Mr. Margs. Wayne Johnson. *.. SRR TTTLI T AT L P TRV TR U PR
- Senator- CouznNs, . Was he,a reletive of yours -1 cxinitw Lo
Mr. Mares. He was not; no, sir. RT LY TEI
Senator CoureNs Is he nowt i/ i o1 i o dgnns
Mr. Mapes. Well, he has married .o sister:of my-wife....t reiijorr
Senator :Covzens. Where.is Mr. Johnson now? i, // wue/t/ 30
Mg, Mares, :In New York. ..:...vvi o dainobisang reni il o
Senator Couzens. Was Mr. Wayne: Johnsoninthe bureau longt:
Mr. MarEs. I do not know;ﬁug_&how. long hi# was there, Senator.
I believe he was there for & while anglms?nod, and then.camé bawk,
or-at leagt herintended to ido something of the sort, - I do not know.
I would rather have you ask Mr. Johnson, because :my,recolleetion:.
of that is not very clear; .He wes in the Ammy and when hé came
out: of the service.l ithink he went in ke intermal revenue;: ., il
.Senator- CouzrNs,. When you went. inte; the bureau,. how. did yow,
get:n&mll’ ition%. SRUTANE ALy 1‘:r=°.‘.s:.i'rri. Atty Bt e |
Mr. ‘Mares. Well; 1. did -not.iget\mf position.| They:got: ma. ;&
was at the time assistant to Judlge John Bdrton: Payne, who:wes.:
eneral counsel of the Railroad :Administration; a pesition which-I
dld for:aiyear or.a year-and & half.. ;ﬁftor,o!ojlmm went/iita the
bureau and Mr. Robert: N:. Miller: was -solicitor, 'he | endesyored..
geveral tinves. to. ﬁfﬁ me to:comp over:there from .the Radioad Ad-
ministration.: - I did ot want to because.l wanted! to gatioutiof
the Government service. I had been in it for approximately. 15
{Ieérs but iéfter Johnson was apipointed solicitor, . Robert
. Miller, he persuaded me.to ¢on over there.:: I.went dyer thers..
with the idea, of course, of etdying for a year or;twol and tlién. gt~
tingemto pl’iV&tﬂ-pﬁWM) caeeigee B oot o Dol date aailonneon
nator ‘Couzens. ' Mr. . Johnson got:you. to. come-aver; thevef; -
Mr. Mares. Yes, sir. . RETVAN LS IS VA VA 1
Senator CouzeNs. Who - was ;responsible: £¢¥/ yaur \promotion 1o’
solicitor of the d mment,.?.u:m A1 SRS I NI PO TRV S VD VAN A V4
Mr.:MaPebs Well,ithat is pretty. difficult to say. ».E went in: there,
a3 assistant inch&e of the oriminal division; and that: hrought. me i |
contact witdyithe - iioner of Internali Revenue a:great/dosl: .
‘Fhe: Cliazrman:Who. was tt!iei i’thenlonmmmidner.?:« N E o
Mr. Mares. William M. Williams—and to a lesseréxpent withithe
Secretalty: of the: Treasury.. Ofiicourse, on thtdé important -orimine!
cases they were sometimes discussed with the Se¢netary, i My undest
standing is—and you will have tb verify this foom Mv/ Willisns him-
self, because it is all hearsay—several names were consideried for thei:
pobsition of Solidigor of InternaliRevenue at.the time Johnson resigned,
and I was among those several, and because of my:contaet with Mrii
Williams and because e knewime and becausb Iihad a¢tednas dodicitor
in:the absbnoe of Johnson, he'made & favorable/ recommendation, -1
think also, Senator, that Judge Payne also.probsbly.had something
to do with it; that is, the fact that I had worked for ham and hed satis-
ﬁedhim: RIS A PR EEREITE SR YIS BNTY} oy fai) /_1{',‘4' CSONTIONY oo
Senator Couzens. Who recommended you for appointment: by
President Harding? ,
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Mr. Mares; Well, the ‘Secre of the Treasury and the Attorney-
Generdl." You'sée, the podition. of the Solicitor of fnternal Revenue is
& presidential appointmenit, and-is under the jurisdiction. of the- De-
partment of Justice. As a matter of courtesy, chowewer, the ide Og
:!nenttlm soh:ntors are resommended: by ther Seoretaly m eha\-g

epartmen
Senator Couzens. Then you contmued undor the Hanimg admm
mtramon from ‘Maroh 4'of:1921 to when? - - .

Mr. Mares. Well, it was later than March 4. I tthlk I ww ‘one
of the first presxdentml appomtmean. : It was-a httlo later tha.n
Mgareh #until’ Janu%gg 171928y .« iV i S e

Senator Covzens. Then you realgned‘i S .,« Sy ’."

Min' Muwrai X l%el:ié yes, gir.: ! '

Senmtorl n you resxgned dnd you go mto ‘partnerm

with uuybod 8“ AU

. MAPRS."” untentloné | were, when I nﬁned 00 assocmte"
o Ws ob]ected :

myself with: Johnson in: New York, but becaus
toliving inNew York Cit{ I opened uxi‘my officés herein'
I am associated with Johnson now. y arrangement, however, was:

nét speeifiec and: definite until December of Ias Fear, I am assdel-

ated' with' other firme 'alse, /1. g
'Sdnawrleoms. What is:the name of the Johnson ﬁmn9

5 Mrp Miats, It is ‘how JoMnson & Shores. - It Was untll; the 160
l‘Jum %924 Crooker -Johnson'& Shores. " - !

Bénator iCotzaNs. You- 8rei ot 8 ‘partner in the ﬁrm, thent

’cMﬂ“Mxms Ioam an i assocxahé yes, sir. I reprebent txhe :ﬁm'ﬁ

héde, 71oruie i o0 D g g

‘Sehator Obmm Were'you "in Mr Oommuendner McOhordfs :'

office; of  the Interstate: Commeroe Commission® . .. .

Mx nMipRs.. I never was; mo, sire - Do you want me to gwe my;;

connection with the Interstate Commerce Gom:nmelon R
Senktor Coovzrns.  You: did have some’ otmneéuou mth m
, Mr. MapEs, Oh, yes.
" Benator CouzENs. What was your conneotxon mth ite o
Mr. Mares. I went with the Interstate’ Commerce Commmon
in 1015, with- the .then  chhirman, Henry: €. Hall, and I left the

Interstate’ Comimored Commission in September of 1918, 1 tlnnk to

go with therailroad admidistration, to dgo with Judge Paine. -

Senstor Couzens.: Have: you hmdle any cases before tzh.e bureau?

~Mnr Mares. Yes, sir; .

'Senutor Covwmns: Whoen: was the ﬁmt case thut you handled in:
the bureai ‘after you left it? :

-Mr, Margs!/ ell ‘shortly after-I suppose wnthm a permd of
three months: : :

- Senator O Couzmts Were you reqmred to slgn an upphcauon wlnch

dreW¥ your attention to that sectionf | - .

“Mr. Marzs. 'Yes, sir; T am ver falmharwlthnt o '

iSenator Couvzens. And you did not think lshat that stood in your

%f &AP ractiol ‘Pe&)‘m t.he burea.u%

et

o

Semtaor Oouzmns. Why dnd you not thmk that that stood in your
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Mr. Mares. Because, Semator; the statulié’merely prohibite the
appearaiico.in any claim. i the United States, and. 1 have never
ap ared in eny oase ibvolving a claim againet the United Stated. .
anatob Copzaxns. Do you consider & olaunifor a rddu.ctaon mmes« -
a olaim: agamst the United Statea® . . .
Mr. Mares: No, -sir; L conbndor that &/ clmm by the . Umtbd :
States agamst the tax ayer. s
Senator CouzENs, Xnd a ¢laim to rermit that assessment is not«a
claim against the Govemment in your interpretation of it#. |/ i/
es. Well, I think the presentation. of facte. and: of law .%o
the. departmens in opposmon to & propesedadditional asswamout
against the taxpayer is not a. claim against the Govermment. . i . .:i
iSemutor Couziens. Well, if -the tax haa passed. tho pomt qﬁ ﬂm
proponed assessment and; omés & real asdopament? ! 0 sl
.'Maens, Then it: becomes: & claim ‘in abatmment SRR TN A
t'Setaiu;or Covzmns That is & claim aga.mst tha: Umbod States, ls,
14 DO i
Mr. Marzs. No, sir, Until that monaynls pmdv by the: mxpsyer»\
it is'not & claim against .the United Stotes. . It is & olanm by. the
United Stat&'agamst the taxpayer. R
Doctor ApauMs; : A claim for a xrefund to the taxpayert. - ., ./ - ] /
Mr. MarEes. Exactl
Senator Couznns. - ly hardly .see. the différence batvneen b elaam
for & refund and a. claim agamst the United States.

"M Marms, One s a: claim, byt the /United States: t the.
taxpayer, and the other is a claim by the. mxa)syer agaanat Ummd:r

States. crae

Senator CouzeNs,: When the: burein makes . a clmm: 'agamstuthe
taxpayer, then, to have that abated, it is certainly. o clatm jagainst.
tiie Government, because: your ob;eot to the clajm: m;ﬂw fizat: in-
stance. ' It:malkes no. difference; it seems to me, ,whothar the! monay; =.
had been paid or not, the results are. the same.: .

Mri Miargs.: Yes;. imt X think we:differ on, that,: obnator i

Senator Cotzexs. Did you ever discover auy:leaksge or ov:danm
of o,ft or inside information when you were in the bureaut: - :.' .

Magegs.. I did nat; no, sir. - .1 would qualify: that by aaymg

in: thoso casge where there whs & iull dmcloeuro madmo the dapamnent.
and followed by prosecution. . - .

Senator Couznns Dxd you, represent. the Supemr Garmont ‘Co. o
in their oased .- e

Mr. MaeEs. I dld not sir,

Senator Covzmns. Was: M’r Johnson mterested m that eue, do
you know? :

Mr: Marms. Yes, sir; I think he was. . Thatmhemay. Co

Senator CouzeNs. You did not jom with hxm in thaté .. 5 ‘_ Ny

Mr Mawzs. I did not; no, sir,

Senator Couzens.: Ami you dld not sha.re m the proﬁts of that.,
partwularndealﬂ B bl

Mr. Mares. Idid not no, ot e

Senator Couzens: :Did you observe; when you wero aolicztor, any
opportunities for tax evasion? " ° o

RI Margs. Do you mean legal avmdance? AR Y

Senator Couzens. Yes. : A LI P T

Mr. Mares. Yes, of course. : R B 74

-
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- “Senatdr Covzeins, Will: you desoribeithem? .- v~ oo/ 'v i)
. “MrncMares.. Senator, that'is & pretty: big:order, becnuse there are-
g lc}gal ways of doing: things to avoid taxes; and: there are 1 “WAYS:.
them''that will indur: & ¢ax. > I'-think, perhaps,’ the most
common form of tax avoidance is the dividing l’)eteden the huaband
and!wife of their capital:assets, so'’ thut»the mcome ﬂows té both
instead of to one. Y
;Semator ‘Covzens.’ That brings down the sum.xi SRR
~ Mr. Mapes. Yes, siviii Lo x"
'Sanator Couzens, Was that quite prevalent? .'
IMry Mared.: ' Wéll, T do uot know how extensrve 1t was. I rather

K

- think it wds;' yes, sir gips) i Y : _,
{Heénstor 'Covgmxs, In- the now. revenue bill there is a seetiom—I
think it is known as :seotion 219--which attempte to close 'up the.
hole created by makm% tmst agroementm Do you' know whether.

- thét wds genarally used :
- Mr. MapEs. Well, it was used but I do not know ]ust how exton-
sively: " That is'a protty' difficult question to answer.” .-l
Senator: Couzens. Do you know'the sootnon I refer to in the noW‘

. act? SIS ‘
Mr. MarEs, ‘I do: not, unless you refer to vthe sectlon on gd’ta Is

that it?
‘Senator CouzRNS, Well, there'are two, seotxons—-»ono is: the sectxon

on gifts and the othdr is "the  section: where, if & donor br grantor

h creatos-a.'trust, and it is & revoeable trusy, ‘all of the-income from the |

trust during lts existence is assessed against the donor. .
Mr. Mares. Yes, sir.

Sénator: Oouznn‘s You romemben'thuﬂ secciq'n? e P :5.;,

‘Mo, Marms: Yoy, siri:r - i . oot

Senator €ouzeNs. Was: that ut: in therexto avmd the oreatmn ofA
- trysts which'are oteated ostensibly for the puipose of tax avbidance? -

Mr. Mares. Well, I rather imagine it was, Senator, but. I would
think that- would be ‘a more sppro] riate: qﬁestmn to be put to the
Eoo lo wrhodput itin there, beca -do nob k:iow exactly what, they

lnmlll L O SR A R MR T PN TR

‘Senator: COUZENS, Outslde of thls dmslon of the caplta.l ‘assets
between mah ‘and> wife and the question of ‘creating trustg to divide
~ up the ca}pttal assets amon; hen's, etc., do you know. of any other
. meahs'of legsally avoiding takationd | « ..o/ Tacl o o

Mr. Mapres. The only other means I know of Senator; n; not to‘.'

sell your property—hold on to it. - bt
‘Senator Cotzmns. In that case, of coume, it is not \moome, as m?
Mr, Mares. That is r(:ig

_ Senator CowvzeNns. Di

whxch arranged the matter-of pletion:on oil: Wellsi P

- Mr. Margs. Basically, no; but I participated,. of oourse, in . a

* ndmberof ‘disqussions  on .questions: 'of ) conbtruction Jater on.. As

Doctor Adams well knows, every one around the office was, dlscussmg :

~that question more or less from time to-time, along with-othexs. -

‘Senatot Couzewns. ;\Whon.you -were solicitor: ivas - bhe queatnon of

depletion for lessees presented to you for decisiond ..~ .
r. MAPES. YBS,SII‘ SR e T Lol flnne Il!‘*(‘., el
L4

Senator CouzENs, Dxd you decide w? e e
Mr. MAPES. Yes, sir. SNV [P SR AN

ht.
you dpartlcipam in any of the. oon.ferences -
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«Senator: Covzena. How did youwdecideit?: o'l o0 o oy
Mr. Mares. I decided it in favor of the lessees. G e
"SOﬂﬁW‘COﬂZENG."AWhGﬁ'm W”ithﬁta'rtiii': Joosana s e
~Mr.:MaPEs: Somb time during 1922, »:i¢ ol wonr i ) o
Senator Couzens. Did you know of an{’ depletion credits being::
allowed. to' the lessee prior to that decition by youd ..c.-.; 11 -}
Mr, Mares. I'dondt lmow that I did, Senston . i/ /iy -yorn iy
~Senator Couzmivs.: When  you decided it, you:thought:it. was'dn
entirely new question, and that it had not been determined by the:
bureau before; isthateightd . : ! o cvic ) 00 mpees ot
sMr. Mares. That: was ‘my! impression; yos; isir, -The: questidns:!
were not e:}ppoaed‘ to be presented to the solicitor unless they weérs,
questions: origina‘];:imprﬂom:?ur’m:; R AL BT RIS S T PP
Senator' Couznns. Do you know of any .othei case outside' of the :
uestion of depletion for lessee where the buresu ‘acted Heforé a
ecision was rendered by the'selicitoltd-.:~ '+ i’/ -« x0T ot
“Mr; Mares. T do'not know of ‘any, Seilatdr, but I'have ab’ dotht
that ithere were n:greht many' questions:of that' charatter which:were-
not formally brought to the attention of.the solicitor xntil:a lohg:
time after the cases had been audited. That i8; the law: itself was.
in a formative stage; and:I think the administrative officials inithe
early days of the administration acted without the adyicd ‘of: the
solicitor.:|-Obviouslyy the solicitercould ot Wdvise ‘on every :case,
because, if he did, he would have to have a 'staff:of attdrneys: ower
there as large as the administrative unit itself..«:- ..."" .~ . [/ 410
Senator Couvzens.' What' do you believie-to be. the reason'for.shb-
mitting' these 'cases ito thie soli¢itor. :after the. buresu, through its
diﬂorm ’!'lll’i(}s,' h“d‘ﬁll'ﬂ&d]‘dwl(.iﬁd‘ﬂhemg' ot bl v ol ;1., Gy
Mr. Mapes. That is an individual question. Those ‘questions:
largely aridé with an'’individuel- auditor,  acéountaht, or:. division
chief, and if he feels he needs legal advice hd will send:them ' to: the-
so]icit,or,’ R P T AR s'i.'{ il ) o g,
Senator Covzens. In other worde; if he does not ‘think it/ nedés-
saﬁ‘fto b legdl advics; lie inay pass upen the' question himself -~
'Mr. APEB.“Oh,‘@el‘ﬁﬂinIy.f"““;%- } LA ERATE I RS FRT I TR R A
'Setintor Cotzens. Doiyou remembir hipw soon- after. thebe!oéns |
ferences on the question of lessee depletion'took pldce that you were
.reﬁesteﬁ-toipads upon: the question: legallyd il 1 o000
Mr. MarpEs. I do pot recoll, Senator, that I ever:hadi any cond/
ferende ‘on tho léss awstibn j-that is, ah arrenged’ conference. i If
you wouldlike the. his ory'iof - that opinion) ¥’ would. be: very gladi to::
give it to yot. S0t :‘”'".” Iy R S L B R TN R AT L TR B
‘Senator Couzens. I think-Selicitor Hartson! gaveus ‘the history
of it, where it was decided previous to yourdedision 'differenfly..i:
bMr. MarHs. Well, T.domot'know ‘as it had ‘ever been: decidbd .
differently. . oo i,
Sengtor Couzens, Mr. Hartson, did I not utiderstand you/toiday
that prioy:to thid déeision farorable to depletion to the/lessee it hid
been decided the other way through the solicitor? i vt soidini
.Mr. HartsoN. No; I am sure it was noti '+ The first time fKat the
solicitol/s olfice shiows any record of having passéd -on'this jdestion
oteurted inthe cddes whioh'gave rise/ to this law opinion-1108.” Prior
to that the r?ulmfions did not-allow for itjibut sofar as the:dolidipor;
. having passed on it formally is concerned, I do not know that that



" 400 ' INVESTIGATION OF BUREAU. OF INTERNAL BEVENUE;

was ever done. There i¢ xio 'record in 'the. oﬂic!te .of :its, vamg been
el ody e ol Mo by I

P Senator CouzENs. I think pérhaps I am:in ‘MTOr: 1 X should he’ve

said that attomeys from the eohmbqr’e oﬁiee had xemimd depamte

' er HABTBON. Well JE thmk np to:the tame,of law opnmon 1103».
 there were differences. of opinion ini the office about,it, -1/ 41-

thgrd: MAm Unquestxonnbly 'thiex‘e was & g.reat dzﬁemnoe of opmxen
(S TR AR IS & ARy IS TR PR .
Doctor Anawus. Mr. Chazrmen, at the 'pro%er time I would like tor
bw.htfud on-:this pertxeuhr pomt: ke thmk can throw eome hght
omidty . - clenon el T g by g . B EERSIIER
- Senator Couznms. Do you remembar, dle se_peciﬁc 0dse that wne~
to %tx for deomon wheh you deoxded nh favor of, the lessoe%
m w‘m‘ TR praTy T (s wra K n»:r
Senator CouzeNs, What was trhe‘ouee? At ,
Mp{ - Margs. It was the Britton-Johnson, Gas & Oil 00‘, ot 80)1!0
suchvnkme: as. that, . I'.:remember the. Britton-Johnson. -being..in :it, ,
and I think it was o gs.und oil.company. or & coal and 'oil oompeny..,
or8oMme likethad, i Toiini. goad 1o - Sl
-Senator QOULENS, Theﬁwns the ﬁnmeuethatoame toyou'i~ "

:Mﬂt Yes’ '11‘.: ( K2 IR '
Benatar ( uzmm.z And in thet 0&90: the pzenedenb was estabhshed :
ofallowmgleeeeeeredmt?a EORNIDNIRE S BTN :

Mr. Mares. Yes, sir. 1. : ntu,‘..' e
.Mz HART#ON. - That was-the 'BhttonJohmon 0il, Go...
-BSenator OovzeNs. Did you:knewithe names of the. atﬁome hp
mdgﬁd tt;gle opinion opposed to Jmaee depletion Prior to. your L vmg'
1 ¥ Coeid t .'“w hiriiv v wi .

.M. Mnne. The on cioma I lmow1 w8 Mm.GeqrgeR DW&S He
m';ﬂthOQ 0‘1; came ito me..' -y o T no

Senator Couzens. And with which you d:se.greed?

-Mr.-Marrs. With which I disegreed; yes, sir. . I- xmght e.lso aay,
Senatowr, if you do not already know ity that: emqe,, angd w1 e very.
recent time, the United States Circuit Court. of A “for. the:
En%th + Citreuit haer not only affirmed thet opmion but%as extended.

ap y to solids.ps well as to. oil. -,
MAN. 1 dld not» getl the laet. eentenoe of your etetement.
Wht waa thati .

. i Mr.:Marrs. It.has elreedy ruled thetlessee deplet‘ on is allowsble

in the tase of mines, as well as including oil wells, and has cited with.
ap roval the decision of the department on that question.. ... ;:

ator Courens. Do you want- m asl: ‘any’ further: questaons of
thxsmtness,Mr Chairmant - ..

T]'ae CrATRMAN. -You entered the. department in, Apnl, 1920, d!d
you , ,‘ (X3 L

:Mn. Mares. . Yes, sir, -

. {'The CHAIRMAN. And then were retamod after t.he Ha.rdmg adlmn
mtrpt:on came inf¥ !
lg:us.lwia;Senatoxb,..wt R bhc MrM "
ATRMAN. : Ara you. & Democra ora epu e.n, 8

" Mie. Marma, Woil, I do not. know,, Senaier. Thers, are 1ot§°s of

pwx?le :that would hire to ﬁnd thato'ux, L well wmm SRR AN TR

I TRRRTRVET T R T P R R TtL
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The CHATRMAN. Well, Tdo ﬁot know about. that but I am trymg
6 find it out now. ;": \
Mr. Mares. Well, 1 have been~»—~ e
The CHAIRMAN. The reason I ask that is not, to inqmre into your
pohtncs, but you served under a Republican administration, and I
to find out whether it was a matter ‘of politi¢s. which
you to bie appointed by President Harding, or the recommenda-
t}tﬁn of the Secretary, or Whethhr u; was Because of your semce and
efficienc; , Co
Mr. L{Ams It wag my servwe and oﬁiczency, if I may be pﬁrmxtted
to pay tho,t. 1 haim lmed m Wushmgton smce I wes 8 boy 18 yeu's

o . .
m C‘munu.m And themfore have no polmcs? .
Mr. Mares. 1 have some ideas on that subject. . -
"The Cmatrman. Now, ‘after - ou got -into ' the departmént, you
succeeded your brother-m-law, e Johnson
r. Mares. Fe i not ' my brot er-in-law, Senator: -Hs has just

' dlspl yed suiﬁcxentllv good }J udgment to pmuade my- mfe’s slst.er
g ‘hot’ ‘

could
The HAIRMAN. Well, you mamed smters N
Mr. Mares. Yes; we did, Senator.: ¢ - Y o !
The Gm\mmm. ’I‘hst mkes you: brothers«m-law‘ m the law, does

1tn°te" . ' ’d . Corh My e

M, MAms. ‘No; it does xwt techmeally -Itis ]uét as bud tzhough.
. The CHATRMAX. - It has been freely: charged up hore on the Hill
about that:after Wayne Johnson had gone out and 'you stayed, there
was a sort of grapevine connectlon between you, two. Insupposo you

‘heged of those ohargest” .= '

Mr. Mares. I'have heard them for years-—plenty of "them 1
The CuairMAN. Yes; and that thereiwas'an’ arrahgement’ thdt by
having headquarters here and ramifications all over the countn
man could come to Washington, and he could hot hive a-hearing hat
was anzthmg {ilce: favorable; in Taot, be could not get a hearing at all -
unless he hired some of a certain coterie on the outslde of oortmn blg
-Democrats: Do you know anything about that? - 2
Mr. Margs. I think that is: piffle. - That is my ]udgment
' The Cuamman. Well, I say—r . T
Mr. Mapgs. I think that is the merest sort of plﬂle e
The CeamRMAN: You have heard df that, thongh? ST
- - Mr.:Mapesi Oh, absolutely.: - AN
. The CHATHMAN; You deny it en toto% T
Mr. MarEs. Absolutely. '
- The CrarrMAN. After you beoame solicitor on:the rocommendatlon
of Secretary Mellon, did You have conferences wmh hun oocmonally%
- r. MaPEs. ‘Frequent; S A
Ths Onnmum ery ofben? Do e e e z
Mr. Mapes. Y Lo
! :The :\CHAIRMAN, - ihd Mr:.Secretnry M llon ever so,y anythmg to
you at any time about any case that he had, or aniy corporatxon ‘m
hich he was interested, pending in the. department : ‘
Mr Mares. Never. e
The CrairmaN. Never at-any'time®:" ..~ o0 000,
Mr. Margs. Never at any. timb. BT
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. ‘The CrAmMAN, Did he ever. send enybody to you, or send any
note to you, or a memorandum to you, indicating that he wanted a
_case in which he was mterested deolded in any wayl TR P

i Mrv Marges..: Never, sir. E RS ‘_.‘.-;
F TheCaAmuAmOrexpedtted,l R U R R B

. M. MarEs. Nevercr. i - i i - oo - '

: »The CuamnuMaN.. He never did.- ~!l‘heee. conferences thet you had
twith the Slecretary were all relating to:the:policies of the department
or the law with regard to certain cases, etc.?

- Mr: MAPES; «Yes; in contiection with the. queetnon of. regulatlons
m «the ienactmentof the 1921 aot, aud . frequéntl dy .when: taxpayers
would come to him and complain that the g not been gnven 8
square deal in my. S;n'tnculer oﬁiee, he/wo oall me over there and
make me listen to Lo Lt
O ” o CHALRMAN., Wlnt is l:he cmmnel dlmon of the Income Tex

ni Tt T T S L AN PO coe
i-1. Mz, MAPES.. fl‘hetrxs elmply ebrench of ‘the legdl dmemnf ¥ .
1) -khe. CHATRMAN,: What do they do$::. /. . '

Mr. MarEs. Well they furmeh the bre‘me for ﬁhe Umted Stetes

attomevs, mostly. Cae o

" 'The UammuaN. What do you meat: by t.heb? VRN
.- Mpr Ma®es: I'mean. that these men' are ekxlled men m tax lews,
and that the average practitioner, the average lawyer, and .the
wyerage’ United: Btatés attorney, -with; .a few. exceptions, kuows
jabsolutely; nothing -abbut, it, and they. have o call on: s trained
Aavwyer w undewetende the lew m aeemtt them in the preeentetaon

vofs thein cases. T Y
The CHAIBMAN Well doee thet heve relerenoe t.o ornmnel or
OlVll eetnonsl' : i ‘7 Dot ey b g

4 Mz, Mapps: C‘nmmala.otxone Peblian ,: crnn ol e

. 'The CHAIRMAN. Gnmnnul~eotxone? TR IR ‘
e “MriiMabme: They have a civil dmexon also.’/

;. The CHAIRMAN. uu this. has reference to cmmnel ectxonel

Mrv MAPEB- ‘-Y e x

The CHAIRMAN. How y oxperts dld you heve m that.r?er-
ticular division when you Were there? ' ' .

Mr. MapEs. Well Wo never hed more the.n seven or enght L
suppose.

CHAIRMAN‘. Were the lewye:e, es a rule, or tax experts‘l

Mr. Mares. Th éwere all lawyers. | We had nothing but lawyers
ﬁ) tllll(; solicitor’s office excepting the olex‘ke who took' care of the

etai Conn

* ‘Lhe- Cnmmn. Let me ask yon tlne quostxon' Is tlmt in any
: wme related to some sort of secret service in the buréaud : .-

-Mr. Mares. No; not at all, exceptmg ‘when - the special initolli-
gence unit uncovers a criminal case. they ge nereﬂy oall 'upon ‘that
office for advice, or they did so when I was there.

"+ The CnAmuAN. Your pevtloulur busmees, then, wue 0 prosecute

" those erimes? R

Mr. Mapes. To assist the Umted Stetqs b,t.torney in the prosecu-

tion of cases. :

- The CaxrMaAN. Yes. Well; did you do: it4:” R '
Mr."Mares. Well, we tried to doit. Bt s e i




" near as. you can remembéer, at any one time: of & eriminal. nn.ture-—

casos of attempted fraud or corruption,iin that department?: -

- -vo:Mr., MApua." Senator, that is veiy hard; to say.. They! swerd’ not
rela.uve‘ly a8 great number. - My judgment was: then, and has been,

nthat the great ma]ont‘{ of taxpayers.are honest, . © - -}« o

- The CHAIRMAN.: And what- ebout the. fellows on. the'insided..;::

Mr. Mares. I believe, from: my -experiencée in other: dep&rtments
.88 wellias the Bureau of Internal Revenue, that from the. viewpoint
-of oharhctem, -abili dy and integrity. this 'is unqueshomb}y the ‘most
perfeotl branch of the' Government service.::

The. ; And what:.is ‘your. opinion-of .the. mteg:m) and
honesty of those. that were worlnng in there o,t tho tunex that you
were working there? .- v

Mr. Mapgs. The men wnlzh whom 1 cambo m contaot, I &hmk

de questwn. 9 1 never heard a breath. of suepxoiom agmnst
lan 0 eIm, ve i an n [
o CHAIRMAN. Weto thers any prosecutlons of: any mdmdu&ls

lé){loyed in the department while you were there? - .. . i

r. Mapes. Ob, yes; occasionally someone would crop up wnth a.
case, but. not very many, considering the sige of the service, .
strange thing about it is not that' there. were vxolatlons of law, but
‘that there were not more.. . - 1.

i The, CHATBMAN. -How. many, 'I‘masu.ry emmoyees were. prosecutﬂd
whﬂo you were. there for lmud? : TR e et

- Mr. Mares. 1 could only make. a rough ,guess, but I suppose not-
moro than 8 half & dozen. - : . .. . ... 0. .

;' The CHAIRMAN. Were any of them, oonmotodﬁ

we went to trial. - . P
The CHAIBMAN. Can ou tell whot tho naturo of that fraud was
'in any particular case{ - Dxd it have reference. to amortlzatxon or
depletion ? PR
r. Margs. Oh, no.
The CHAIRMAN. "To what ?

tion. I think most of the cases were turned in by taxdpoyors them-
selves who were approached, and who were honest, the Govern-
-ment then ]ust went ahead with the scheme and got the mamthat
was trym to do it.
IRMAN. Do you want to ask any »further quostmns,

Senator? .

- Senator Covzmvs. Did you have any oonferenoes w1th Mr John-
‘'son after he went out and you were solicitor? -

nal revenue lawyom‘ you know that taxes sre the:sole,sybjest
of their conversation; that is, the construction. of the ydvenue, aot.

handled a case that Johnson was. interested jn; while I, .was,in' the

that his cases were not to be brought to iny attention.  .;;;-

aU? PN S 1 i 1T H!“"

would help to facilitate the work m the

" i

w - |mvnsmmmmormmmon mmn‘mm M’S
The CuAtmMaN: How - many cases: do you suppOsa you' hedd, as

-Mr. Margs.. I think most. of them. pleadod,gmlty | I do not tlunk '

Mr. MarEs. These frauds were éenerally dotocted at then' mcep- .

Mr.. Margs. Well, I saw & great deal ot him, and, if you know mter- .

I will say, howevor, to the best. of my knowledga'and belief, I never .
department, and I gaye specific instructions, when X bacame sohcntor;

Senator (‘oquNa. With your wxdo +experjence in. . the bureau .and |
since you leit-the bureau, have y g suggostnono to make, that
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.~ Mr. Mapgs. I think the greatest help, Sensitor, would. be to give #E
them :a: decent housa: to live in and pay them & to live on. -

Senator Couzens. You think that would expedite the work there? }
- -‘Mr. Marks. 1 think it would expedite it, un uehtiond:ﬁ. - They
. are ‘seattered aroiind to the seven winds. .1t takes as much as two §
or three days to get'n fils across Washington. I'right- tell you §
that one. of my lawyer friends theé other day made:the suggestion |
thut ug:;lngers'shoma practice omroller skates, ¢ . -0
. Senetor Oouzans. Have you any idea what it-is necessary to do
-or what i wiould be desirable to de to clean up the bureau$. - Evidence |
_has been introduced hers:to show that there are quite a number of ‘§
-1917,'1918;' and 1919 casvs yet to be: disposed of, and there is a good
-deal of diseontent among the taxpayers because of delays. - :
Mr. Margs. I think my first suggestion would facilitate it greatly. §.
I think further that if the bureau was given the whole hearted sup- .
; 3;1(#&:(#- ‘Congress and the Government and if it were not eriticized
. for attempting to do things which it thinks are right, it would hawe
‘& greas deal of effect. T think you will find two types of men on
the job—one man 'who is afraid of his shadow and who will decide -
“overy guestion nﬁamst the taxpayer, and another tlype of man who
. is.co -and willing to sdsume the responsibility for his deci-
‘gionsi - Thete are too few of the latter, - - -+ @ .0 o
. . Senator Couzens. You think that the system under which & ¢laim
-now progeeds ‘through,the buresut is the best that can be 'devised?
. Mr. Mares. Well, I would not'day it'is the best ‘that can.be
‘devised, Senator. I have slways felt this: way thoughs You hate a
very delicate machine down there and you had bettor bo quite sure -
,o‘fﬁgour ground before 'you-attempt ' to disturb’it.” -In' other words, -
-thié' organization hes:done: pretty ‘well for a Anushfoom. - And, as 1
- understand it, they are now getting guite current with their returns. "
. -They have completed their 1917 and 1918 cases, which are the big
);Beclr? I'think undoubtedly if the burcau is left alone it will clear
1u8ell. - Yoo ¢ '
Senator Couzens. How soon? L AT E
Mr. Mares. Well, that is pretty hard to sey. 1 do not ‘know.
- Senator Couzzng. Do you not ‘think it is a rather unsatisfuctory .
oondition when texpayers are still fighting and quarreling over their
1917 adsessmented - 0 . Gt o e iU
t-'Mr. Mape:. ies; I do.” But I think that is the fault of the -
system. T
v~$Smawr ‘OovgeNs. 'While the percentage, of course, is small, the
percentage really has no relation to the job, because the ones that J§.
‘are 'left ‘are: the large and controversial ones, and the' on¢s.which §
cause the most work to the department, - =< ‘i - oy oL ‘A
- Mr: Mapes: Exactly so, Senator, and you will find also that they §
‘are ‘practically undertaking to-do for every industry.in the country §°
. -what the Interstate: Commerce ‘Commission has attempted to do for §-
. ithe rdilrosds &f the: cokmtry, and it has not got started on it yet, J§'
‘said has been at it for 10-or'15'years. .« - e it b s
AdSohttéor Coczn': 8. Do -yow' want to ‘ask any ‘questions, :Doctor ¥
. ams R U R PR SEIIL U I
LivDeostor Avams. I want o ask this'question: Did not eases involv-
‘inﬁ refands for ‘s vertain stated amount come for dettlement tothe

solicitor's office? S oue o
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MM b 1Thiey «wére suppased . tog: tyes, -4 think. \whenlnanes
* - involwed: a:elaim. inv epeeast of: & .cortdin: amount they ware 4, go

through the committee:oh glaisne;and s owwill redall one ettomniy
in-the solicitor’s;office./is,d ‘member wf! that.committae. omialayms.
They did! Lot go to.the soliviton;prapets. . sslnvo: it - 1t 02, upoina
i Dacton ApAus.; The. testimong! showa.thies:khere araiasnumbent-
{)erhsps a dogen-ori 20 casees—inrolving recégnition of ideplatian s
ennchélds: thking place, say;: from Jahuany 11821, approximesely—
I do not know when they; began-~until.the issusnes of the Trensury
decision of August, 1922. Nowyisuch ae thosq;limvolring refunds of
a certain amount, would come through the solicatar’s-offine,or gthrongh
%mmm thee %&Wm”l J'"”ﬂi é&kn'wl‘tﬁum/. 's<)t)£n(l
I MiMares. ' Wielly: theyowield« g, Lithe, comaitipe; on
claims. I do not understandithat theﬂqu'ﬂjlmanbutoimrmliciwr
proper; but the attorney in charge of the ciaun{ wherenex; s ndw or
novel legal:iluesl;ionrh been vaised; 1ohwhere lie conld deteot it in
vonmedtiohwithi his examinatign d} .that claim, waesi supposed ko
r&ﬁn%wﬁ&mﬁcﬁoﬁfondwmt:.w; :'1‘9!{'»;1:; t: hl-&lé;‘slr ol Hiu
Joctor ADANS. Inquirywes; Al tarthahipatticules poun
becauce 'I'luhdomtooqu that: there Mwalﬂqbatagl» and/dispat
qudstion, whdther it/was yeferbed formally th him for deaikioh$:1/
b Mt Mazdsic X think:you) mey ‘say .thas ithode eld regulskions .an
lesseo depletion; ‘were somewhat/ embigudvs:,: My . own) ydes s that
they lent themselves to a construction against lessee depletion, hus|l
Hihk itrwould be & debatable constambtion of the. stions tHEm-
selves. If thereris nny 4uestiohlaste the.cotfrectnets, of,it!yntm!ooﬁigal,
Fwould likedo htwavpﬂﬁmvthed'ecordmh&doplsmﬂ‘ofathmﬂxrm&. urt
of ‘Appetls; of :the BighthGirculity /3 i teift hiri s ot benaim
Doctor Ap2ms. Well, that has been quoted here. drton
Mr. Mapgs. It hast o rrwanw) aitt
Doctor AnaMs. Yes..wroes 1 31 Juer ol 4 el saral goram]
Mr. Mares. That is not only an opinion in favor: ofmyr deatsion,
but it'id> sled very 'dowpli_mem&:yr to:t. ! - Xty godd mueh. further.than
most ‘cotrtdecimions dou -7 abiin blivey g ahloiioapol o hosteno
- Dodtér: ADAnS. | Whdt 'hds)been | the. istatus. o -ruling in~al case
decided: which reedgnized deplition: on: lbaseholds; shet. the.hegada-
tions: provided' it-was -net recognined?: I .ameam by that, youhad
regulations whioh; i ithe:dedision’ of the eibouit, court: to whidh.
have referred; WGwidtJerprdtédtu»pcohilmuﬁdoplehm'on» lelseholds.
“"-Ml’.'?MA'I‘EO.](Tth was in the oase of dolida? | LN PO R AT
*l{'l)dotﬁorprmszo;titfwas?in:thepb.sb'of-bﬁh.-m~.f s e iopo
~ M- MAPES.: That ?Pli.ed;t(ﬂbbﬁ!;ffye&:'\!ql':f'.'g'-h a2y
) Dodtor ‘ADAMS. And: tlieve: was alao.a miimeograph, -as Iiunden-
stand it; in’ axhtenct’uﬁébui' yatating that-depletion: of leaseholds
oould: not be taken: ‘Now, under :those circamstasices, thete;were
15'0r'20' cases; perhapé—some‘of them important—in iwhich depletion
on 'ledseholds ‘was permittéd. . My own 'feeling; is; that/ allowanoes
under thoss circumsgténced areiboth improperiandunlawful, poasibly,
beeauves 'the: regulations: of ¢ho dopartment: are'binding, so Jong: &s
they ave signed b ftho“omnnisml.wmd,appmed'l;{ 8 A
w whuee*regula ns-upfto@huﬁ hmdhldnbtqu Mﬁim”ufﬁb '

o1 My Mared. ' Well, 'if 1:am 80 conicedé lthat, the: regulatiopa;sheniy-

sélves wonld: lend themselves to no.other: construction—thas.is) bhint

L a1 ghate Ay 8 g b i anoed gy L oheidy L
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theallowknced of thées contentiohs wers clearly against the mg\ﬂatmné 4' \

‘ap?-the'mun who phssed on'this'ease itk the deparament was conscions
of ﬁMuI’ahom& say thet it'was i R
i s s00u0r ADANS, ‘Well; éltﬂer ‘whether he weas eonsctous or uncon-
soious, so far ae the regtdatxous provided that depletion on leaseholds
shinld not be' recognized, and s there was an official mimeograph
mvm aitinbt 'ses how the asiesanents are at all binding.: -

'l‘ho ‘CHAraMAN. ‘Well, you do not claim, of course, that t.he vmo-
Iationof departmental regulations is a crime? : ‘
1 Dootbr Apama, Oh; no; ‘not a cmue. L N
i:: e XCreARMAN: N, .« - 113 71 o

Doctor Apans. The revenue laws howeva rovxdo that. f‘w
statute shall be énforved and o gphecf undm' r atlons aignod by
ehgp;,bmmmwnewmd uPproved
N3] ne

. Dioctor 'ADANS. Such reguhtwns were in exmtence. So far a8 the
u!tttnowdeomon is:concerned, T think it is very wise, and I hope it
wxll be upheld as proper; but I do:not: see’ how thoso sssessments

ould be'made, in: view 'of. the regulations.. - .

'I'lho Crarnman. Well,:did that matter come up to you for doomon?

Mr. Mares. No; it did-tiot. " I did tiot know anything about-it.
‘As o/'miatter of !act, I-did not know how manyoases had been decided
bnu way: or the othbé unttl I road thooo in nowspapem the other

el o
‘%m OmarRuAY, Doctor Adamo, werb you in oonferenco wnth Mr
‘ocoasionally on-the subject of:leesee depletion -

tor: ‘Abamp, The- ‘question of- lesspe ' depletion has beem dis-
cussgil for years, a.nd tho.t is the only pdmt wnnt to put -in, the

récord. » cerl e

The CHAIRMAN. Y N T L

Doctor Apans. And I mlght put nt m now SRR

- - The CHAIRMAN. Yes

‘- Doctét ADams, The. questnon of. whether dopletlon should be rec-
gmzed on leaseholds and could, under existing eonditions, be recog-
mzed was & question- that had- ‘been .debated and discussed by the
officials’ of the Bureau of Internal Revenue, inoluding the Solicitor
of Internal Revenue and his gnnoa pal assistants;, to my. personal
lmow]o e, and discuseed at great length sinoe the avtumn of the year
19¥7)+-The strong argument’ tha.t could be adduced for the. recogni-
tion of depletion on lenseholds were canvassed, and the decision: was
reached, and later approved by t.henSooretary, thatrin the. revenue
act of 1918 the department-shoild ‘make every 'effort, thet 'conld’ be
méde'td have lesses deplotion rocognized; but|at:that time it was the
d -of ithe-golicitor axid his rmcxpals ddwisers;and .othérg: that in

| probubility leede doplotion was not recognized: under the previous
we ' gnd hﬁ%’nﬁldwmnp snd- Regulation Np:@3,; as. .well as. the

mnnwg‘tm) ick I réfer; werd based upon .that elinfo | Matters
¢¢: to ghédoliditor mot eplyin; individual- and&mtmular oases forr
maﬂy presentéd ito’ him for: but.fpolnwoﬁxhns kind.\get before

.the bobeitor ‘'wheh/ths adgption ions isundén diseussion and
: debsted andyte my lpsrsohdl lmaw p thyregulations bearing . on

-hisisubject:were deéusedd by thewolicitor’s vifice Aind the emiers
hﬁfaw burddu interested im legdl questions at. veryleonasidepablolength.
I think I could locate somewhere in the files a.pumber of printed
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briefs “whickr ovepe: fleds witly the department prior; fc; ther adgption
of the revenue act of 1918 in whml? iahcl:,?;su'ﬂ‘:cbtht.sﬁrQ o%hq‘ ing
lessee depletion was filed with the department. , I am perfectly cer-
tain that. I ¢an mention one name ot H.man; who pmentpd nnqh a
brief, That is Mr. Vanderlip, who was interested in

ions in the Northwest, and. if. L migh lz.;lm conten ion ms

I want to bring that/ in because, m‘ 5
present.ed to the solicitor, attitudes dou ha.ve to el;r“:n
positions taken when regulations are adopted pn w,hen argp ds
are approved. L

.. That is the only. point I, wanted t«mbm ont. .
Senator Couzens. Do you kngw. & Mr,: Mattison$ .
i Mr. Mars. M. W. Mnt.tmon, pf Neéw. York Cnt.yi
Senator Couvzens. Yes. RO ‘
- Mr. Marrs, Yes, sir, - e
- Senator COUZENS. Was he evenin the dqpartment? Y
-~ Mr, Mapgs, I do not know. . - i
. Senator Couzens. Is he & ]pmctacnni lawyer np wi
.. -Mr. Mares. He is not.a swyer. think he is & certified publlc
aceountant :
- Senator COUZENS. Iahopraot.ncn before the buresu, do yqu knowi
- Mr, Mapps. L assume he is, but 1 do mot like to answer questnqns
thatldo not know of iy own personal know ST
Senawr ‘COULZENS. Doyou know. Mr. James Darnem Gy
- Mr. Marps. Yes, sir, e
: Senator CouzeNs.. Is he m‘New York, ooo? e e
. Mr. Mapes; Yes, six.’ He is an engineer.. ., ., .. . . .
. Senatos COUZENS. Isho;wnth Mr. hnaon% N R
.Mr. Margs. No, sir,
Senator COULENS. Do yau know, if- ha evver pthwed befom the
departmentt ! ~ SORTTINTIS
r. MarEs. Weli he is a valuatlon engmeer. "t &o not imow,to
what extent. lie has: practiced. .. : - PRI
The CHAIRNAN. 1o was connected wnth the depar&mmt hltfmbo'
Mr. Mapes.. . Darnell was. i S ;,.,
The Oraxkyan: And .thmothenman ms not.i VA /
. Mr. ' Mapes. No, sir; I do. not. think Mattison wss. unless xL was
in’ an advisory capacity, gratis, during the.. wer, qr somatbmg of

that sort.
Senator Couzeng.; What is Mr. . Johnson's addreeq m,N‘evv *ork?

Mr. Mares. No. 100 Broadway.
' Senator: Covznns, Do you . know M., Clande,Poweu,s 14A 1,‘, ad-
wa New York? ol uu a1 ol

v Marma, 1 knew:him... He .wos chief of dlp nawml regpjrces .
‘section- while:1 was 3 .»olm;?r. 4. do net t,bmk have seen him amgre
‘thanconce or twico since he left the servicR. .. (1.« vy,

Senator Couzens, I think that is: qll.J, have; to, a9k tlwa;mtpess,
Mr. Chairman. IR RVCTHRVAN R TT R 118 NP AN NITRR BT T

The CuaIRMAN. That is all. Ao wi :..,1 RRPL i

- (Witmess axeuredi) joun: b docl D'y ol 20 r1ey

Senator Couzens. 1 have one further thness,, mj],,gol; tpke
lbﬂk ’Ia‘Mm.Bnllvhem? e .liun TR B 1 uui 2V

Mr. BELL. Yes, sir. . b Ly road o o Fugig
Senator Couzens. Will you swear tfne witness, Mr. nd
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t “'“'Ths 0“‘ Q" n ’. ’q’ BELL' wum'GW', D¢ C.

Mids "”' [ i e SO 20 Ny Yo e 0

.'“gmé Vittios vhs dul reworn By thig chhirmand o i -
MAL‘ w gwat‘your' fullt nume' and addrbss for <

o) (,nOW* MG il o) o tae STl .9;'
M d&t&f@dmu “Wb*m‘ydu éver-in the (bureaud - WdAnt i 8
Mr. BeLL. Yes, sir; I was
Senator CouzENs, 2:’ ytlu. itell hs!wheni w weht' to the buneau

A )

F‘aw n .>I—-Ulntw 7ol m.._ RV gt -%’ i
: I“ ! "B’Bell ‘B0, %IW’BHH%J bt 07 g 1 %
h“ ﬁ;gp % o%&fe : e»*I!m sl'Rv&enm‘Bureau now? :

“and when you loft!and! ou‘did in'the Baresat: '} »1i o g
Mr. BeLr. I thikik nﬂiti én .the! lstJ ‘or 2d ¢f Muy,l/lalm I -
resigned on the 31st of October, 1923, L N A T Y THE

Senator Couzens. What services did you- orix m=thé/'bm‘eau? E
Mr. BeLe. I st 'went’ into ‘the: burdau 1 the: revehue: agent’s
~section as an auditor. I think it was iniJuly, 3919 ¥ was tiéns-
f&wad to the speciul' dugekmnent deotion as -4 saditor.) “Sometime
that T was otédd to' assistans chief-of that'sectionl” I Have
' not ot the exact date, but I think it was somewhero .in!1920-»
9%0 ‘pdééi that' I wils:made chief of theispecial -assess-
"iﬁbﬁt"&cﬁ‘oﬁ T held: thet lpotautioh, with' the -exteption!/of .three
months in I?QN 2 -uhd 192341 think frem Nowember to-:March,: or
the middle verhber ‘'of 18Y of Deécember until ' Mardh: 15, I was
detailed to the special committee on appesds.and review. . Then
- on the 15th of March I wagd sént - Haek b -the: special’ asseesment
section as chief of the sect and on thb 10th of September, 1923,
I was detailed ag amI 0 '{ge 11 11 O I w;: q:h ‘ap cﬂgnn&re-
oW ch position eld up until October en 1L néd
sa,w P i MeBaill

Covzund. What are you do Ball¥ .,
ELL. } am an aocountant associated with a firm. of lawyers
"!leﬁ”’ TTRL Ay congnitbe s owosn g WM g W
rCouzmws Whatmtho name oflthMgﬁmi of ersi -
o aRiis Covamne, What i tho namé of that i ofawyers?,

bonator CouzeNns, Your position with- thedi is ad ‘anmuditbr?
LL. I am adoountant sud:suditor Hor the legal firm. -
o ’Sé&&e"" ‘Courzsing. -Did 'you ‘ever: have. tb do with the: ¢ wnén in
A wh!eh Tindbes’ the so-ealled persenal service oorpo. aons?

st 'é]gmtor mnﬁ’You nevér dealé with thiatd - ‘ ;‘( "

) ) r'-’il}l""~ '/ '.
g& IJLL Gdozens. Did 3 u'hawmyaxperioncomth that dmsmn?
LL. No; nonow atever b d e
nsfp? ‘Coutens. Do'you kuiow! the ‘points: that mn taken into
‘ébﬁhlﬂbtaﬁdlr to deienmnb ‘whether a“oorpomt«m is' ‘pusonal-
sernco oration ornge¥ - - - Pl e
¢ Mi" Onlvm GM’WOys : 5- RERSUR Y 3 o e e
Senator COUZENS, y in sgeneral way? B AR
Mr. Brry. That is all. RN R VA TR
m Couzens. Who dxd look after thut. dwmon m 'f.ho bureau
o  tee' there? et f ! e
Mr, Berr. There was a igent;lcmmn by the nuine‘oﬁ‘D W Boll
Iphmkhel\asbpenchlefo tlmt socuon e

nnt il 7l ’,.-,s;;-.w.. ;. . ,a

-
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Senator Couzens. D. W. Bellt

Mr. BerL. D. W. Bell, .

Senator Couzens. Mr. Hartson, is that Mr. Bell, D. W. Bell, with
you now?

Mr. HartsoN. Yes ' Tee

Senator Couzexs. Is he the head of the personal-service corpora-
tion section? .

Mr. HartsoN. I think there is no personal-service section.
,  Mr. BeLL. That section was known as the personal-service sec-
tion. I do not know anything about the arrangements now.

Mr. Harrson. If the Senator desires to question the other Mr.
Bell, we will be glad to have him here at any time, .

Senator Couzens. If Kcu will make a memorandum, I would like
to have you bring him the next time we have a meeting.

Mr. HartsoN. Very well.

Senator Couzens. Have you been over to Europe recently?

Mr. BerL. No, sir; I never have been.

Senator Couzens. Have you studied the British system of taxa-
tion at all?

Mr. BeLL. No, sir. ‘

Senator Couzens, I do not think I have anything else to ask.
Have you any questions, Mr. Chairman$ ;

The CuarMAN. No.

Mr. BeLL. May I be excused §

Senator Couzens. Yes.

(Witness excused.) ) .

Senator Couzens, If convenient to the committee, I would like
to adjourn over until 2 o’clock on Wednesday. '

The CaAmrMAN. Very well, the committee will stand adjourned
until 2 o’clock on Wednesday afternoon.

(Whereupon, at 4.20 o’clock p. m., the committee adjourned until
Wednesday, April 9, 1924, at 2 o’clock p. m.)
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NS RTENT u-~i_._; " x v mnAf‘,m,. 1‘??‘»/ NENTIR T RS

APESIT IR dd Dt o) akd) oI abrnader it s e

Deivilt b b H‘\ f ceitt o b UMD Si'Am'S‘N‘A“’ Dapcad aoanriad
» SereciaL COMMITTEE TO Invns'noun

THE BUREAU o®. Imnm.t. REVENUE
' S B I IE T 1% T u: T RRRTE I aehmgtdm
The bomm:ttee mét‘ at 2 ’plock P m,, an Jaghbe E. Watadn,
¢hairman, presiding, . -
. Present: Senators Wetaon (chalrman),s ng Jonea of New Mexmo,
Emst,endCouztms R e T
Present also: Mr.’ C. R Neeh essmtent to the: 'Commldswner of
Internal Revenue, fo. N. T. Hartéon, dohcitor, Internal Revenue
Bureau; and Mr. S. Greemdge, head, engmeenng dmsnom
Internal Revenue Bureau RPN
Present, also: Dr. T. S. Adams, tax expert. Yale Umversit.y'
The CaairMAN. The committee will be in order.
Senator COUZENS would like to have Mr. Hertson take the stand
foramdm“enb. S 'r e e i) I"f
FEEEIRE) XU LS BN E AN A N LR SOV | TR IR S TR A
STATEIIIT OF n. l‘. T, HARTSON, '301.1’0!’1'0!. mmu
p o BIVE!UE BUBBAU—Mmod S TE RIS g:. !
¢ Paong ,4‘.«,.. -,.|_‘|,,._‘
Senator Couzens. Mr Hertson, there wene 80Ih¢’ compumes tltao
wererbferredtomthelast.h&nng ) vevt e e o
Mr. HeiTooN: Yes; and I have )ust ‘hn.nded the chairmaw of 'the
commitiee o oou&gmmcation from ' the' Becretary: of the' flh‘emry
in ‘reference to th anies. L e o pitgad Bl
The CRAIBMAN All t; Iwnllreadlt e g '*-vr

ottty su-Utl ol o prtig

ot g ;j ll”,b\ll i"!'».’ oy Tw%‘:ngﬁgpw of‘y,4
MY Dexi Mz, Crhinuan: At the htlaﬂ'nt O yout’ é‘dmmittee ‘iﬂvf:g‘ghm

Bureau of Internal Revenue op “Be ' Co
M Huirtdon. to infotnk' me: that: the rattiras of eertain poi hﬁé »vmbl eeifed

mentioning the.| McCliptook-Marshall . Bl
Shipbullding Co. N borandum o o i ?Fug, nqt‘l“ thig Bi kmh Pints

Of, the Ellicott, Machine Tool’ 'Co! I"hlwu’h er heard ‘befote; Jof "mher
oomﬂenieu 'mlﬂﬁonod ¥ aih -not'a’ dimt«- IIOI" cedt but ohly.u '&

hni(tl hasnl‘)'e:“tlh'ou ey o 3 i ity ull ir 1949, uf?
n
ol Bk b Bl ) &g‘m
zy&u &h taxpayer direct if the ad uetment of m
ﬁon é ing/ il ie*would 'waive ita 't/ priv
submit its returns to the inepection of your com m

been followed with

fi
(Rvorble rapateon w1 pecnh o W%g& s me

sotfen of the.bliresu' with a porsbnial
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I own stock in order that they may know of the committee’s desires. It ia.
however, a matter for the board of directors of each company, representing as
gege dob.ngi ttI:i stockholders, finally to decide whetlm or not such & waiver is
s
When we have heard from these companies, tl I can be of further services

o N N duisloddl 171 10 VLA (N VRS Neg

e Secretary of th:l‘;'g:l'aury
Senator Oomns pm ﬁm \pocord slso a letter
from the Pittsb ;&h g L. Clause,

8
chairman board dmoton.; ’ Itv is, Qddml&!lzed to myself and it reads’

AN N ES VA BTV AN N R TR ;u»’ (R ApniL 8, 1024
Semor uuw denkbr wmmw 7 TURY '

w? I notice in the morni papers that you are quoted

b “" i ’"
c:;;%tlngt ’gt‘his comp:gg? t mu r M"fonea Hqﬂyqr‘lg;, mmed
“ex

izatl on " allo nees ln
hw upocm anowm ‘i dmdrﬂnﬁon -élther
eince or be ore Mr Mellon became Secretar ol the Treasury. * I, might. ny

?ho Siay M, Mellon; g:lt:rest( thlgl Telatively ;3:{ pripetiy

meav Q{é W b%se m‘ny’ nﬂue f ?P’che gr‘n mlzls eorpo¥atibn,
My Metlon Ad" nevas beeﬁnuousumd elther i ly-or i uy about any
tax ma.twr concerning this compauy. NN u* l e il

WWW ”"y’ b ll A/JJ e e LA
b L "““"'Chim"u)u ﬁmm!o Bfﬂclora

PO E IR EACTSS FUNRN STURS S UM B ARSI /u‘ SV TH NN T

The CHAIRMAN. Now, if you want to pursue that, Sena,tox‘, I
would suggest that the best you could do would be to ask Mr. Hartson,
on direct Wleten 1o the Comptigsionier of Intexnal Revenwey ynd aak
him to write to_these:companiay; ss;ito: whather or not they will
waive their privilege and permit their retums to be brought here
before the committee, . - it ity b

Mr. HanTson. Senator Couzons, thei let.tpr from tho Secnp
which. was: just read, | indicates,: that has .already 0111 dana
letter. adn -the;statement; that th wzy
would be glad to supplement the bureau '8 tqquut. ® persom&l lettex: q
to the companies. - P s all

The Cnamuan. That is what 1 understood the lot.ter to mean.

Senator’ Q#U:&N I'thihk it would be very helpful to the com-

mittee, if the Secretary wc;:lfd display, hjs mterest in the matter by

wmmg the. co - to.
4N mmﬂomvﬂo indicates in his letter. th&t it the. commttteo de~

mau‘ﬂ"é;‘*’cﬁ 'y é'm&m ent, the wétion of ithy bmw with a

1"I

n Covmna Ym Lnoticed that, ., » NI
., A Hanwson. Is ., ',désnm of thmcomn‘m ttee tohawo,m inform

i
the Sec %f the % pasury that he ite to these companies men-~

r 175 }ﬁt’ iwﬁ#p d'“ w am‘:‘ in" " "{ R} :]’/y ll’ "
m M»ﬂn “mnivo themghtrot pnvaoy’ aﬁ'd'suﬁx’lii\
mn) 1. (A TR TR Y ppette e TR 1L
1,1 jgm“ iy AEYEAN R ilmi l )»‘
mﬂmﬂ& ¥r P” %y :Mto Hﬂwﬁna II Wam tP
mmamonn t m: hndod..ta 00 88, CINING
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" Francisoo. T think 16 was handsd to mie by s siewspéper man; &f I

wnodMgﬂ m‘, mtl;m hahdo&ﬂniy smtary zItfmydi” i

Mm

l ‘Il!ll - 4§ II RE LRI ’
o2y S H Ml v(;, mw it
vmms t aded ' esta h tal's :mmo
vent veisure of p Ia\ dt(rto .m 0 .edhwd
twp::hdwmlm ong, I nmont}. ) (9“1.
paiisl 3?&4‘3\‘.&"'}&("&“’” te'wed a& " BN oaa“

mcsttte the two and a half million d:godt. plus aooumula iﬂh
‘overthrée: nd\ﬂmm d lut Millex: nm r(willmnd

ded &t tmt m.ma 4» E»d an .

went' co% 3 n k%ltl! !? ‘ g nt
that woul Government reinstate ‘M(l 'ilnd revént
recurren oh m ~or; blu ‘N slhmon -Solioitaon . Réve-

nwe, M athers ,tglg\ && 'ﬂ"hﬁd&‘
RAREhABY e mﬁ" 05 n«fﬂa“‘%‘w}ﬁf 'M‘
and leaving gment act: ﬂ to fiiture G0 métitdé and evadons.: May
intehested. bocmso a8 dttomey for mirioy bcnoﬂoihy of: Milldr eatste: hedisoovorod

V.OiOﬂu'pl T T FITYE | L !',"')v) i'l'.,.-é..;

Do’ you' know 1 kbout'ﬂmtc 1 A A ORI
Mryﬂ.(n mﬁ@m A iiliar w?th it,’Sens t'*"=,‘=‘ Pl
Se;mtor Couzen, Win' yp telt us' wh ”xt)d ’o‘:" abgu?; t!{m
case e N N \ll W, :.‘ AH0 1 {
“TMr. Hmﬁwn T miis ‘rei potl my- recbllqbt{on, ph shm,tfd be
ff!emépted‘b faﬂerdnﬁa‘tbdu&‘ 6rdd‘ Feanh it Tkl e
teg Milléi’ died, ‘as’ the' telegratn' 6ays, it Oewbbr,;'mblq,
da ‘défract,"In Soptembir of thht'édmo dar, about ‘s’ munt
phor to_his déath, §h, Federal ‘edtite tax 1aw becdme ‘effective. !
'nla’, Taw: basbﬂ Uﬁ th groés ‘ostaty’ t‘ﬁht ‘Wﬁs posseased by
the décedent at t.he 'ﬂxine S G ""“‘ L
Along in 1914/ 4t least’ {w imof to the bﬂac meéht oﬁl
estate tax law, Henry Mill er h creat&i a trust m'fa.vat of gertain of
s .childfen and cdnve ed'to' thdt tivist' ra&ﬁc?ll.og per cent o

aspets. T think" é rany u 000 m ro rt
tha he ‘¢onveyed to the t?wg:m B Loy
‘Senator Enns'r‘ ‘He! cénvp edlegal titlbt ;

Mr. Harrsoy. ‘Hé convey ! al " title ° of lim interest in the'

property. He convéyed it to't st It shoul ‘be Torne i n
that this was done two yeprs | before th ‘F der.
tax law. SRt an g um»

At tKe tinie of 'Kig doath'‘the Govemmeht wolé eue mbnl
this gift was made to. take effect at or after.death, s 'th R T
mbade in' (,oﬁtem la‘tioh of déath de"' efefire,’ al 't(,ge
should’ ¥ até‘at' é"tim ’!Hs] dﬂ! B

and a'tax's
"t the' timé' " va%kb'thé”éw /Doylé
.a,d.: oh ‘started thitow th
ad' alve m , “dlgﬁtﬂers a awm

i of the'F
w&f‘i‘&vhw “g:d(ﬁ‘&
thesctdxdn

bt ’ﬁhbp"e |
tak law.)
'wi* Sta 874 Héi "that
lM“liw! l)c' )hl'

‘f l w; !Inrf n#w 8)»{9“(111 ,
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. 804 ,'mmmaulom}oi; BUBEAV. OR INTERNAT. BAVENUE
1 IAsftbmremuMzbhnt d«owmm this!insttument: havingbeon oreated .'

m 1914,4twad yesms:before the Fedetal cdtate/tax Jaw hodamé effective
nd beca e he S eme Cour hel that the eetate tax law ha no

o;} tiv ch'e was refun ‘
eyf ?g 830 éy g ; @pd e
md;m uit 40, mll d;fferenoe. otween, the
82600 mo.ﬂmo 'thée »had* mdn the amount that; the Government
as dub '1! of!! this l‘w art df thé decedent’s
ftayb, l(ﬂ e #llﬁlo caée of Scliwyb’ thoy;lb 'dig
SR ] R NTTIRET H e i A

Sdnﬁhhwm hsvo»/a mtubt,xomwhere thefGovernmmtu nd bwk
2 590 000 o the ult of the'desision in'Schwab ¥, Doyle, und dis-
“r Teﬁ ootion pf the balance of, t‘he tax tliat thére: -
tofom,ﬁ edue B e T et
That mgatlon m 'm charge of ‘a former. Solwmon of Internel
Reve )y the name of D, M. Kelloher--I' thmk{'hw initinls are
-who ‘was 'spetially’ geﬁennoq tq ""F‘s)“?t that crge Against’ the
ﬂlers, or.the gourk action against, t ere was apother
lawyer from the Buteau of Intemal Revenue who. was. assigned . to
duty to assist him, Colonel Hendler. Both of those gentlemen were
in California, and Mr. Hendler ent sonqe monthe oyt there. repre-

sentmg the Go nt in. this on, which, ultimately was:;dis-
mlsa od. as; the; rﬂ the %hwab v. lq, ecision. ., -
Last summer ayock, w 0 was re rred to in the telegram that

the:Senator has, read, came back to, W ton with information to
the e eot, t at the trust instrument,itsel lung yo;ﬂ on ite fp.ce, tb,at, it
wes v é ! hecause,it;was m nolqtnon of the foryig; nule agginst
sllﬂplm od, aliena t.lqm, or. t, e rul mgt per umes. and t.hat the
trust being voi 1110 va mrane er evpr taﬁaen place, and that the
pmperty (f been ;sought, to he conveyed. by this trust insjru:
ment s houl ave heen a part of the: décede s gross estate, and
eho .have been taxab].e by lil der Govemment“ o T,
informer.

e, mva.lus;py, or, th legm quhd;t,y,, pf this trust wes never '
hmwn ofax as wo arg & digcover, to;any: of the:pepple who, conr
sxdered it, either at the tnme t'he itigation, was eing cqn_sxdex;ed, or by
the trustees themselves, and| %@. hag ;;ever eep pnyjmgpt.lop in the

St of California, pob
&f&m" EWQToﬁbﬁ estﬁte ls ﬂﬁ'ﬂn , ] wmt'/*g dopo? f ' .1‘. . :(i

) Mr. HARTSON, , il s i
nator ERNST. And Tecognizes tixe vahcﬁty of the trust? i

1 M JRART, Omz Y&aq ;Tha State,officials myer have qupstmneé tﬁe
yphd’%qf i mt:“ i) ” AN '\\Hs i
8: attentmim ﬁeveru WAY: mﬂeﬂ to.the stakyie.of !wu
13

(13 ‘
- ggts’that t p'ag:(:gy were (ly “ﬁm %.R@f 3
Eo, »:?s;o gﬂ #e ML vPPue
1 z
Mn TQ" &Q ur

mmth h.suw.marb v

L emoe ‘ m&m. ee-é eﬁn
.w ; 3}» Jw vmveam by foIlew-
AYP qq sl

ter, fle
of th me ont
n “tqr Nq tﬂJOg tatg.p
B 2 WW s

not,hwn(om; v.q Lib i it
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iti Mo HAwrsoN. Thwt bnbmhe law, Senutoﬂ, andlthat iscone-of the
suggestiond’ thwo i Mu,s Mayophtmdd odiore) that! the stasute:bf limitas
tions would start running at the time of the discovery df the byadebos
1 mny'h&dmo:ﬁ taxs Now, untilitheiSemdtoririud the téle-
am! hiobmas»}uw tliore:mover way: estionumide by
rc Mayook or sng {shat eny freud/had been: el
byiunybody;sthwt itruat:mstrhment,iformmw;:hud otmidated
back: : To  my knovled %!a Tt Was mu'evmstw “lAt! houtimie

have I ever mdde! the latiatémdnty and| >¢|oum e]l a0 ond

¢lse' conheoted  with t}ieuhdrow,uhaa smide t Mntliai

coldasal blunder hig oechrred; or soime/gredt :mu;talle« haal bekn rmudds
*SenatdrEnkdwOrw thingdikeitd: <1 i -1 oyl ogad othe

Mr. Hartson; It lsmrua, nator Binat, ithat a xjuestion hasinow

been raised which was not raised at that time, namely, the validity

of: thig: trust: immmmm The litigation tcondmm waki predlcated
entlnoly upon. the/ rétroactiva offect 'of the sstate tax-dawii i 2 o

1 Fire! OraiRMAN:: Yom ‘tlm questxon. YY) mow..sbeem-rmqi‘
Wlwmwdg‘;tfmmgﬂa (TN TR R IOV L AR BT PO T TH SR TOR
- Mus: Harrdon: 'By Mw‘Mhyobh when' he. ‘onme ‘on :last. summér
with this informhation.. |5 1o ivo cviv e v e Gy e

- Sewator Couvzens. While we htvwa quorum shere,! Mr. Gha:rman,
I would like' to- introduce s resolution.:- Since ithese: hearings. have
begun :all sorts  of informastion hag' piled:ih upon the :Sénators, and
{mrtxcularly myself, which /I /have had no -opportunity:to analyze.

heve - hesitated: té bring it up ‘in_‘open meetings because ‘of /the
possibility of m}uﬁbg reputationsi that' should not be injured, and
the 'possibility of bringing people'into publie dxhgrboe who should.not
be brought in; but I have recognized, t! h my experience of years
in‘ police work, ete., that much! bf thm in ormmon m roliublo -and
much of it is not reliable, @ ‘it ‘v S

"I have prepared: this t‘esolutnon, thérefore, twhxch I wvould hke to
mtroduce , - :

Whicreas' the timig of ‘i viitfoys' thelibers bY tms ' comimittes has been 80
occllpied with' otg&r mg’ent ‘comittee work e to rendorit impracticablefor any
one of them .te ahd: prepare the :evidence for présentdtion to this come
mittee which is proper and necessary to omble /make, s tisfa kY iuvest»l-
gation of the .mattars included withip Qhe reao}u tox} of the 8qm\te q er wh(qh t

was appoin

a%v ored 'ﬁo Fhanofs 3. uw&y, of camomﬂl AR stumey Ab Wdw) hua'etgnified
hisnﬂimngueu to ‘undertak v,l‘wlthout. icharge:t nab this .oommittes o the
Oovewj ll)nentq of; t)nz Unmgng e m mt qn, the wark, %':m‘%u

8u
gﬁmﬂm on % %MQ before qscg{)mgt{ ?gq ?Xﬂ &qﬁﬁ iné(t hi
ﬁlssoo.hthgrriﬂed‘tdinvut atde o il ’ e "’ ol iy e
sd, fl{enoy s »%Mebyl sutharived nd hm

RN H j ll(l“

secure and repare all loti 9) )}1
e e S e S e ff..

IH v rtlﬂ fllm ;U!h S h Hl

Th e 8 thoto ARy
Ge:tle';:;:,“ “?mﬁli hfrzmlyerr;mﬂ k p"‘[zlg "( "mﬁt‘ ) l'ht
§ne

ﬁ;st 51&09, lIf % t
p oyed to s . &4, 0! 0)
y erate 1£§w d 8 ”i ‘ﬁﬁé‘q’ rawer; ‘ftom

ﬂo a;ahouf; this, thet,, apd, the otber ,9 e rel
.smq‘g m;,,ﬂ aswwmr%ﬁ 'm );f&a eﬁn@l
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or:there .or: yondes::: Kven.if vﬂ much: of whitt .is conteined/ in -
in’ theke letters mwm ;o woubd:no prove. anything: that: we:are

v, mﬁndwmt.. o t.h l-.n;t» L‘J’gn e l%l‘z:' t:l‘:o' CE i
- iMy imders i that ‘we, wer not, B on the purpose
ﬁf:ﬁzdm@;ouhm ;mmom:mmha pg:en tommikted by in-

pdbutito elidit sach facta atnd- isformation. as. would !enshile
u1s $d better improvethe serviceof this partioulan bumu, to-simplify
the mthdd; y » filisgg e n:itumu an& & me;‘ Al ,mmphfy tho

‘vchangein qy; 6haxnine ol lll
" nhnom’idn o.(?ohcvo;knm it for a) Ella, andJI
d¢ oot Mk{. ﬂoslio warytinnk about it} es I wo .toi him if he
were here, that he is the type ofigni that. shduld selected- to
conduct: thm .sort ,of ithing, bécawse:ite is; just 4 proaoeuthr,;pure
sad:simplés . /bt NUED Bagios s eor o Booa oy el
in I any of, thmopmon' thbt,mf we. go inth an mveatngatlon. we. ought
to go into it.for the- vpuql); se Of. brmgm hbout sholp!ul eopstmotmo
leguslation; dnd:not foi the purpose of ll;amnnhg bestnirehing
anybody, or ruining the reputation of anybody,i or- bla.olm\i
rs;or anything.of thas kind., I other wn 8, L amopphs

to makmg a muckmkm committee out of this....J do.not thmln 'me
started out.td/do- t,hntuu I.do mob: bhink ohat you, Senstor Oowzens,
intetided to do.-thiat, on ~that. «in;: this: resolution; you, have ‘that,in

mind;but I know:: Mn Heaejs well anbugh to know: :t.laa.t; that is
whutrhcwou}ddniw;woul& vebamlm NE
‘Now, what nd 1 ‘talkad 1t over mth

you, Sonntor Couzens,!the ot ;dn;?, snd with Doctor Adams-that
onwhboutt: of -the, lqpkmﬁ:m,dt. being wvery: spparent .thatiwehave
not) the time. taygo 1nto.ald of :thene :q vl:ona,memppomb ourselvos
8 comimittee of tay ofxwhOmz.Dmmr, dams should, he one, gnd
I would suggest Mr. Gregg, or any others titatiwe might seleot, for
the purpoee:of mweshlgatmg.these quw.mus,mdimpqr\tmg acic
e semed 10 i '“ﬁert,ot'fp L would bo d helpful ‘thi
t seemed to me that that would be the wise and he
do, bm“e if we dig out all of these things.that. these lgtters t:ﬁ
about:we will then be no: furthan along toward tlm ml thmg thnt we
startedouttodothmwedmno :
s'l‘:::, is %18 reason’ g}ht ¥'am dp tg’tﬁxs i‘moltltu:gg

tor Covzens. . Of. coursa,. . Cheinmay, . in; gms wto
tkm matters we have to find out the extent, to: whioh these situations
exfsty' and whether the proposed: ameridments to the law are justified
in; order to ovei‘q?p;p: q? "gvil M-dvil dxqsts'  There may be dmend-
ments proposed fle aw hecsuse of one or..twa. or. ,sqveml ertors
of t, or .on: @ocount-of : iwh:c would nob 1be )ustnﬁed

i vk meaiedy v Ny £ 't what

0 Ve ou o wha

exﬁgl these things exist. ?'ﬁ’l‘# W 'il imself * %‘ handed .the
mformatnon, and asssid that I o httos bp na—-— R )

B %%‘&QNO not] i.h‘::ll?é%’ ﬁ‘;“sl&&r e ]' I‘I il l}p‘ ‘ b
.J 1 ‘ = t ”" oy
e

1t
. & :t' gl "'y
;'.t 2 it Ill l(v H;AN §oalfroy J )

nifig) 1" diakd" odfrbetaitlin' Wit hg
'ted m'z ﬂﬁbpcﬁ W €hb Hbch%i‘ﬁ ‘Wave Hot a6
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any ofl that, ydt in so far o aiy ont-of-taivit witiicsses:are; concorsiad,
because of the inability to get & qudrumcrthe, inability .tor get the
atténtion of :the: committes, sid; L have: rédognized: the fact :that it
wauld be m,{gmaﬁ sourcdof troubleand, igogsnbb.bx vse) tol bl
those people here from Kansas City and Chicagoeiand. other places;
and then haxq:shedn here witliout a.quorum ¥ wishant ability to
do-businessc ) | . o il wiad rens o Hall FLIINTOY e
I want toisay-that the ehairman:is corgees-im sayipg thiat; when, I
introdutedthe: vesolution I.had.no idea ofiidnghging:am ey mick-
raking. I knew that the bureau was not: getisfiactory.ita, thia public;
I-kmew:that the bures.: was away.back! in/its. work.. L have ba
many: conferdnces with) Dactar1Adams, iin; which -hd said: that..the
. department, hé.thought; was:overoptimistio about, when: it would
olénn up thesegyecords; and that something oughtito be/doney;. 1o, -
- Now, sinde-¢hen: @ great deal.of purported anformstion and multi
tudds of accusdations have come to hysdf as wall as to osher Sennters|
Lbavo-a long liss of things hete that, Senator Jones:handed.me, and
I heve others. that-Semator) Gopeland;hanided me, aaiwell fas
from-othet Senatora,andik have reached ithe conclusion, Mr. Chate
manlthat.we wouldi be:rémisd in. eur duty,’ wo. would: be. negligent;
kot ctilpable, if we permitted. all of: these thm&es:toi,b.a withini onz
hands:iat this: time and took:np cognizance of them, at:all. i oan
not: icencaive of thé cotmittes; 'with, this informetion o, alleged
information ;im,ro?mdutqbchugwm hand, reaching s conolusidn. te
sit by\'apd(ray.,.‘, We,will igmane.them iall and, pay no dttention: ta
thﬂ'an'!«( afdd o) mes vhesel iU sy SSONERIHIN I U EEH
-+ §: a%n nd$ ailawyer,and;the law%(:)rsmmthe commiftee atd.on
in other important work. Somebody has, t0 woxk: constiantly;.on
this. job:of getting information  sogather, and : L. feel safe.in, qaoih_\g
that it willinot: be ai mucktaking committes ayen. with: this. work: in
hand. It willibe anieffort.ite correot. conditions, 1to. fid out, how
much :the, Federsl (Government, thaotgh. impraper: collections
or failure to collect taxes, or for allowing.amortisation and deplation
charges andcredits. unwarranted by:law or teexules.: .1 vy i1
../Thevefore, \Mri/ £hairman, 1. would like to. have :the resolution
put to'the;commuitten, i 1,11 v 1y aacen il g Bone oot e
-Dhe:CmairMAN. : I want: to -say.-that if youiare geing te.take-np
all of these rumors that come in here, Senator, you sl neyer.come
to a concluwion; you will be just .as 'remiss b the 1st,of June as.you
are nowy because;like begets- like, and .as this!®s heard about,all over
the country you will have thousands and tens of thousands of these
NG, vty byt b o L e W T ol e s
Senator Couzens. There will: be no., hearsay presented. .1 .can
assure you of that. We will have documentary: evidence presented
into-this committee. It will not‘be.heumg-,tqstn_monmf nor will it
be tﬁa:tt.)imony of discredited employces or ol eriminals, or anything
" L o A L N N TT IR R VR SRR SRy JOb ST
-1 The CrArBMAN: May I ask-you why you happen to cheose Francis
J. Heneytodothmthnlﬁ?:.;.g. S RTINS T (N P S
. Benator CouzeNs.: I do: this-largely. because he was known a8 a
“Oﬁmmh;mm BOR.: | iy o e
-r'khe Crasmuan. Ldonot thinkigo, | -+ i .o
- +.Senatoy. Covzrns.i . Well, you.are:entitled to: your opimion, Mr, -
. v P A

Ghmmv'; T AT

LRSS T PR b
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' 'The" (}mmmw «Ym, I-4motr - Franais J Heneyu Ir ha,ve known
him for yeamii: I know sbout him. « i 1 :tilinin i
! Senator:Couenns. 'k think he is! ai: tho h:investxgator, md m xs,
dimeuh* to get thmvughamv«ngiwm, thats n; what we wunt,
sndéotwpmémwh O A N R :
The ' CuxrmesN: That is what ho 1s, pure d.nd mmplc. BENTINT
Senator Couzens. Well, he may have been a good prosecutor, but
hohad'to be & good mvuﬁgaborto meke @ good secutor. = -
The Owarmaaaw. I think you ought: td coris the: tWo Senawrs
fmm“Cumbmw on that. g‘ dom;’ ¢ i SETPE
- Senator Jonms of New Maxiev, - Mr. Chammm, I regmt very much
to saly that it has been impossible for me to attend: the sessions of
this committee and to go into the various matters which have been
suggested. ' My ‘duty. on ‘other: committess, and especially .on' the
Finasce Commiittes, has taken all' of my time ically.” I have
beeil here on.a few ocoasions, but, I have realized: that I:have not been
able to do any effestive work as & member of the:committes. .Senatot-
Counenshds shouldered the burden; and if he.asks: for assistance, I
- think'it should bé' given hirh, ‘and ‘especiallyassistance which-is not
to cost the ' Government any thn:g -+roalize the importance.of  his.
h‘vmg ‘the assistance of some attdinéy who ican weigh and sift it. out
wd dnly’ present the bommittee the pertinent and material things..
I-have realived ‘that Senator..Couazéns has béen, to an. extent;
[gto ing in: the -dark, ‘beenuss he has not had time. to. make an;exami+
nation’of 'the testimony. did to  dsoartain what should:- groperly be-
prosented here as evidence. That is largely due to t
impossibility of any'one who hasrothot mponslbnlttm in the Senate,
such ‘as:the rest of ws have.: :iionie wie ) st e
I ‘ean’ noti agres'with our chairman t\hlm wé-should not. go' aheud
with thie-work: and: that we should not-have: this assistance. i . ..":
T know MY, Heney, I have known him for 'a number of years:
He is-an ablel . | Bome e, parhaps; have had differences.
in-view &s'to his ¢ octivenmu 4 AR GRB
o CHAIRMAN. :Senator, what 'db you suppose mdueod Francis.
J: 'Hehey to offer to give- hid services to:this: committée for: ‘nothing,
t,o come here and pay his own expenses and do-all of this work$: |
Senaeor»i()omnnsu I''want to'.correct: tha\ ' The rusolution does.
notsostate, M. Ohairmiany~ oo i e oty e i
. The: CHAYRMAN.: Well; Isoundemeood'itz. Y e R R IR TE
B Senbtowcouinna 'l‘he' resolation stdtes: “mthout expense to the.
Qoverhmdnt; o L o B e Do S L re Vo g e
“Senator JONES of New Mexlco I thoxught, 1 reud between t,lm-
linde hs t6'wivat that/resolution' meanti.- . /. :

*' 'mm OuaxraAN: I 'did not so inrderstand it)” ‘.mi' AT
Semater Krwaw Senworteohmhdui wilt ﬁdk you: rl you »ml gomg-
g:y 'the' expbmesss of: Heney§ -/ ez b o 10" i teer od

nator Couzens, Yes, sir; I will pay them if he is: e ipl:o ed.

Senuwf Jomeb; 1 shisdky (was /the fisst ‘Sénador:dn this'comm
e that we ought to have counsuhii:!i i.tt ol ¢t sl

wrv ones ‘of ‘New MeicosSevbralhdhye sgo) in factuaaon

: aﬂ;er the committee began its work, I suggested-the: adyionbilityiof

having some one who could takd’upf sthées matbebs md'uimbheﬂtbhtl-

mbhy T 'did not suggdsti the engagement of Mr. Henep oroany one-

else. In fact, I did not know until this morning that Mr.iHemeéy
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wae in town. -I:saw it in' the ‘newspapers, butd had ‘wnderssdod

from the newspapers ‘that he was hiere in oonhdotaonwnth some other

matters pian oyl

Senator KiNa.: Mr.hChmrman, Toan: briweﬂy exprees my wew* in

ard to this resolutior. . - coea

t, I offered & reso!utibn last December, in whwh I stated, oi-
rother the resolution stated: ' A

" Whereas it is alleged that' there is & waate lnemcleﬁov, and’ ektmvngaﬁoe in
the adminlstrauon of the Bureau of Intern Re\*enue, ‘due ih part' to' the diss
and dsmoramed mndition of the humm, cuuaed y nuempts ‘9
personne! for partisan purpo il

hereas it is s that, the qu of recove d collectlon of delin-,
quent taxes, amoun ng to hund 8 of m ons of do a , has beor delayed by
reason of “ﬁ personnel to the work of au F ‘olafms agaiiiat the Treas:
ury for the of taxes already colleoted, ated of claims: for tax. exemption,
and that: auch claims are being injud!oiouuly allovyd . ta; the detrimentof: the

Govergman
it is claimed that numerous tax attornéy, agénts, speeislié advisers
and lobbyists in the employ of claimants for "'"33.1 g diid exétnptlo s, "gomnd' of

whom,/{$ 'is ¢laimed, pretend to -have partisan influence, ate rrylng on

negotiations with officars' of -the - Bureau' of .Inuml Roven Q. fn, ng to .th

allowance of such % which neﬂotiat ons precl dq u oua‘ ation o
d action upon sugh claims, and will result in scand dl an t e vantsge of the

o%rnmen Now, therefore, be
olved, That the Oommitfm on Flnnnoe of the Sonhtao, or. nuy mbeommlttob
thembf h nuthoriaod and .di to investigate the

aforesald
%om ether m‘not it he advisatle %7 make & pYy bllc Q‘
tax re nd dlafms whic ave been éof or,which are dlng

tio

org th Haumu 'of neetnal vaemm atid Whetlier or ‘ot
establish a court or public tribunal for the handling aud allo am of aelaﬂns Iob
tax exemptiona and refunds ﬂled with the u; of Intarml Re : ang to
recommend. pffective, measures to F‘ %ﬁeguﬁ f
the influence of partisan poliuca oomm s a.u ho min ster

oathib, to send:for peraons and paperb, nd 'to emp 6y such’ glorital’ and ‘profés-
slonal asalstanos s 1ady be neccssary, payment thevefor to-be made out of the
oontingent fund of the te uppn the order of the chisirman of the committes.

- My Chairman, I believed from thé iriforshation whicli-had come to
fire—not from ‘Dentocrats dlons, but largely ftom Republicans-—that
the conditions in ‘the Internal Revenhio Butésn ate duch a8 to ball for
immediate rectification. - I' therefore offerbd that resolution, . ' .

"' Sdon' afterwards Sénator Couzens offered & resolition. - I had ming
referred to" the' Committee ‘on' Finance;, of which I4was :s meniber;
My thought was that the: Coniniittee on' Finance would takefup- the
examination which my resolution called for /i1t iy o viiel e
1'Ag stated; Senktor Couzéns su‘bse% uently offered @ resolution; and
in his ’resolution he stated the fact ot there was' <alleged ‘gerruptior
in the Internial Révenys Bureau: /I had & conf mmﬁe with Serator
Couzens, ‘hird knowing of my dutiésion‘other oo tees, and beenim
of lack'of time, I stdted I would be' entirely willing to lwins resblut;ou
* pass; and'thnt'mine should ot be wetediupbmit .1 b

Hls redolutiénther’ wanit to' the: Comnittee to iAudit and! Cottirol
the' Odntingent Btpehses of the: Senaflé, thew to ‘the: Fihamw*(!o‘m
mittes, 'd4h dche mdumbngw‘hrﬁh p}‘w 'oﬁméir*wawmodtﬁgd'm ey
res ects and reported out by the Finance Committee an Hie

Yatio g % l’o}‘“the*' ﬁp%%@ﬂren'ﬁ of oﬁimitte&a‘bs d
% l‘éﬁid J} ; 'Mm‘ent-lthen Omtdd
trawt‘ ator fEmst Seﬁ‘dtdi‘ e mﬁ, ator Jorkd und
v&gee“” Wo met,,! ‘B fury wmh’ g conswudmvb
ST
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| Elag gg\m, and 1 hm'had tog ve att,enno‘n 60:the work-of those ooms

- 4. this, mﬂm that, we.sho ikhsﬁ it needed somo ahle, cpunsel’s

. case, at wlnch time Senator

P | ~
e T L - S R I . T ey

.

1Y had, Sengtar Wones nya,.mspmtmg his gactivities are.trup. with -

respoct ko tulybelf, and, T, know wish.respeet; 40 the, gther membem of

3 cotmmxttee all ber.af the-Finaney: Committes,
Uav.a UQIORWllmﬁm ok ithe JAnaney . Omml e

}r’g’ﬁ hswi:l;?::goldm night f‘ss’lons &a well ’ae dwx}esqnonp, for woeks,

ohgve A the mmnt&oe.m Migration

I hgve ’been compelled to attend hearings. of, the ttgo, . ‘

t ) ber -‘
e, Gl el bRt
Committee on'P nv eges snd -

M,g i“g#ﬂlt,,}l MVé obn, \Iﬁ Wérless thq.n 14 hom's 8
HIes, 89, pyms:, ‘or houts.'s.'day, Sundays
ed,.e'wms nooulhen eqmnmg»o -th mseaswnw Vet g ot
"16 ~hise lidenr itipdssible]: then, for:me: to' give attention ) t6' the
aotw;t 9{ ft  committen, pmi Senator Cougens has beeni herp 4
%?z hmm without, myh:?lm atever Sl b e
o Nowy: Both‘ theivesolutions,. uzona and my own,
gohtem at iy st tioh ‘of the- Internal Rennue Bureau for
Sorteotivy p\u‘lpq I‘lﬁ » gmt""au 1" doticluded, that if trans-
grepsxohs were ouﬂd ther f t dministration, had heen improper,
it was charged in - myfreeolutwn, if .partisan
gomg @ud ggtmn’ me(:‘ the ;:lgclnon gf :g:d inrso!n‘l;el t'tboso! w:h:gg:
Yy’ W ved' 0 o ' Fégoluti &
id Ya :v?.w aruy.,ti:ﬁp qut istg rﬁmedy ﬂm .evxls
']3‘7 'll\\ ‘)‘Ill A0 ‘Bﬂili!tk L xn{ il 1J g e
t‘::?;l;hat'd {K&h % men»d ofonstrgﬁgel ﬁlaﬁ
) Wi ) ‘obviogs 'trhy ons quéneies,
ws u au.&b.e fotﬁ u? the %%m-
mont. W odm t.hnt:wouldnot. ho.m ut wo é a a.calm, |
judiviad, fair tuvestigation : of 'the worlcuo the department, We
‘knaw! .fmm( hmttadumtmmy thh bmmoﬁnred ¥
Bore -that thary Jhave been gmno;mog ularities i nmu» We
hav alraady lmn«m hat 4 man have ) tth tmant
and have.gone,out and; solioited.cyd have promuted or . the
departmant. Ag:to. the wisdom. of. \&bst» 88 40 the. t uot,that
T, expross B0 Ivion, 19wy, 88. L. WARt 40 Joarn Ahe Laets heve,. and
pass. upon,. the faots, amf udge, ought;. t0) pags upan. any.,oaae which
18 broughttohxs attention,.: {10 . oyt i g
1,:X: havie. felt, for ispse. time that we oould.not.gme the. stt,entxon

aid.in-the preparation,of the eviden 0: permit
nothing fo come h the oommmoe c?m onld nom Pres mad»
fo..thsu we might, hn to m lmong( ; WOl

egi‘ ate. pertment, mlr a agiiyitios thp cqmmlttwr
mlaml am M\mmymgn&o Hepey.., .

Imreply {0 what. J:exmat me g 88y, that
Lér Hwnoyf floes. not dqsom tlw ormmm tbnt« my good, {riend  has
8 C 0 T ml)u 1) v

md others,. who, had

t | 3
'ren .m 'ﬂm ~munioipplit; Emlomco. '
mgu wall ﬁ a ?:wms o».‘m&i to, yetire from the
hnson, then a budding “young laqu:,

r.. 9nay tmx‘on i apm &Mhe b«i in' Califtoia when i was | |

AR,
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touk hmphm purs: asidl gat promitgeee wlich
ho subsequent y at.tsmed d. whidh made himi on mm A Aen
Mr: Rodsorhlb M. Betise-

: vqlh Mdﬂénﬁdenoér nmhm,»tb?‘ momlt.& lend-frduds; and ba.windir
. cated! the widdorh . of Mp., Sbospvdt seledti it oy 9zl |

21 I havenever heard: anythi dpmgumm:: tolthe integrity, of

. M. “Béney:iiaim suve:thet: herwill b ithis matter feiriyand

lmg un” K% TN VYRS Y TTRT IYTIT) nmﬂ toy o) nm O] N0

hereup ust»oxm %Eenﬁom st L wauld likeifoimake: gespact
to .4he: resoltition.i resolution fwould: seain’ ta.givel, Mr . Hendy
or:-whoever: iis: hamed : too much amthotity! to,act withous the,didec-

. tion of the bommtmoeu Il%llldnpﬁfeh ﬁh.t )ﬁvlpmm ~‘d“uuh0

inserted: that: in.his, kptivities- in connection:with prepdring. the.case

his: work whould be:done under the direction of the ¢ommittesif .

.t Senator: Jmsmf New Mexico. Litook. it that (that wouldbe

usumo& crocoe ol aon P st e vopde ol ey cdlate b o cull
» Senntor ch iOf .course, that.is: implied -y OllukWWn Thete is

| no‘doubb about 'that. . With that undersbandm& Fishall vota:for.the

adoption of the resolution. 0 Yo bt bt
- Senator ErNer. ' Mr. Ciiairman,: I had: supposed that. when| this
ocominittee was & mcod to undertake the work it wae to-bei hlcony

structive wark,; ' 1f has been:done along:that line since the
comniittee beganu 1te dut(.f 1. do. not i knoow, what- it has
been. - L have:been miock L oan not nk, ~tliorefom. of

what has been dome: dnrmg the f’ew days of sy nce; ibuti 80, far
as I have been .able to:understand: what. has: dome, . the; eﬁort
has been 'mainly to find if in somecertain:¢asds fraud can. not be
developed. . For ‘that.purpose witnesses have heen put on tha stend,
witnesses who knew very little:about those faets which.iave necessery
for us to have, in order to help: out:the work of the bureau; it their
testimony: has been: directed to. some specific: case 4o learn . whether
m'notm thatcasotherehasbeenfmud.;:.: Covva et o
- It seems to. me that if this commities really wishes to adcomp ix

- whu- is.set out to do. when it was appointed, and- which;wamaud tio

be its purpose, it can do that without mucl,u'akmg, and-Iiuse . that

. term asvmedly; ‘becaude shat is bound toféllow: the sotiok of appaint-

g« M. Héney»mmnderboko. ‘the,.work swhich sthiscdmugittee: waq
fomt.eﬂ mperfonh. T R Y R LT Y SRR W T LTI A T TITT T
*am 1Roisay toyou, first, that I have notithe vemotest, ides ithat
Committee has any authority to bestewimpion: - Mr. Heney:, the

pdwam #é6t forth and the auwthoris 3' «sat forth in: this wedolusion. - Lot
me md:u. HI Wlﬂﬂ“ﬂdhﬂm geéond ‘‘wherdes.’” ‘Pl nll \n )hn v

‘ m%%nﬁ aw.r m&?‘ wgzmﬁ atwrd?y At 149 i wm
-

0"%‘. of ”I Vhitod( Joni bﬂl
e‘?.d %%Ia tm’m H l:@l‘.ﬁﬂ
e daea ot New, Mo, Sunpe a.#sm b st

;ﬁﬁéﬁ%ﬁéﬁm R

. 92010—24t—pr §——q4
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ask Mr. oy to dischirge ite dutles.” . .o, sliu sl
~Heklo islé committed far better: ualifiéd :to pase upon construdtive
nigasures fer: theuBuréau ‘of 'Internal ‘Revenue: than is:Mv, Heney: -
I have the first thing:to'heéar of his qualifications, :by: knowledge or
bxgdmnéo; of the trerk: ti'hqargonpmh.'in«thathg?gaﬂmenu: He
in kndwnd to! bve:aidriminal: lawyer; {0’  pursue- orimimals; .. We até
now pro pein%:o get from under and to let Mr. Heney! isiinmon
the! witriéesbe he: dedires; ahd: w&mrbue‘the-investigatiod just-as he
chookbs, dad t0:8ay ‘“‘Ameri” . This' is somethig I shalinever do.. '
~§1have beer 'very muth chagrined st the torn. which this testi.
mokyhas ¢aken heretefbre: ! I ant still more chagrined to: find that
w/meniber of this dommittee :proposes-to. employ an: attorney -and
pay him 'outiiof his dbwn pocket,: &' noted oriminal lawyer,: who. is
suppbesd toraid in the construdtive werk of building up. this bureau.
This is certainly not the object, and it will not be so undergtood by
ang'ad!y either:'in ‘this ‘rovm: ‘or-out of it.::The‘objeet i sméﬁly; to
enterInto a muekiraking, cesspool performdnce,:and we are. sl siok
and til‘ﬁd Of it- oo ey ‘.‘!’ et ',' ot ;._‘;
-1i'Therd /hab: beety: delay - in‘this bureau, but thét has grown out. of
ocorditioris which no-bureau could correct in a short, while. . We have
hatl ‘ovidencd before this vorhmittee that.tlie working of the bureau
haé been greatly-limproved. You havera :gentleman-here, Doctor
Adams; who thi at fror ‘time to tirie improverhents.ate being
made in'the methods: by which the business:there is transacted. : -
108 it liad- beén the intention of this-committee simply to ascertain
how the’affaire of the buresu are:run and'to suggest better ways, it
would ndt be necesaary to investigate-this company or that company. .
We- could takd the factd in regard’ to any.one corporation or .any
individuhl:case, And lésrn how that case has been handled from start
to'finibh, 'and then make jour recommendations as to-how it might: be
img)roved. But we are entirdly overlooking the fact that:because of
thousands:upon thousatds of cases which'have béen coming in. upon
thialt! buu:iuu,ithem ‘has been great congestioh and it has saffered in
bonﬂul’lle GO/t 2 e bty Dt e Ty e Sty et il
- Imstead  of performing 'that servics, which I:was hoping we were
going: t0' performy;iit -is- od: that 'the icommittee: empldy & fioted
criminal Jawyer, a man whose reputation has:been gained by un-
earthing ' crintes, 40 téll us ‘how to' mécomatruct: the: workings: of ‘the
baireaud: i Thek'is alk pifile; +He does 'nds: know . how, and. he'will not
knéw how when:he: gets! thiough with' his examination.. :With the
heads of the different sections of the department hiére, we.cah ascer

tain for. qurselves haw. that, work haa been: condugted,, where . the
ddsg'hummpﬁoo am -whe’;'o' thnreisa.:bgo%:tmu’ .. Na ﬂlm
\/ Y0 gover ‘the fraud where there hs%oemﬁpn'd. « The
“'tFn ” 1 " v

. Pﬁ"% i v

( Jcouirse, ghould. by 'brouglit, before thy ‘coupt ‘and held
reﬁ]g%nbx foq'it. “# G ?ra'u’ is not, what this committes wis

ap jq‘ O [ ISR S IO T I (T PRt Y] LA ol g oy i 7
Jfk:%@sm il
‘ Ar. ' 'shiall do this-work! under

(wn N

sy that! b’ Heney'shiall do this. work! under the
L R S R

Rt to .authorize i

O 7Y LT S PTRT PAMYY

l"'&‘?ou"%ghtnulwdl ‘uy.:‘::‘..‘W&maiﬁn fromthiscommitteé -and ‘
on St ‘
ist

o hunt for

e T A ) K
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with this'work, The Government can not accept: his services, paid
‘orbyibne fOfHﬂMiSOhﬁfOl‘B. [ RERT l. [STRU N '~‘-H? oty . '.; l‘ S al L}
.-You have just heatd Senater. say that he.had 1o time to give
to‘this work; you have just heard Senator. Jones say the same.thing.
SenatorCouzens: says thet, heiis unable to. get the proper.attention,
and has not the knowledgs. Now, if that is not. ﬁ‘e:tms fromy under,
to let the work be done by Mr. Heney, I do not know what it ia..i,
2 I.am in favor.of the committee pursning: this constructive wark.
I am "ﬁ?i vany:other, sction, and repeat that.if such: action.be
taken, the,United States:will usderstand that it.is another mucks
raking perfortmance. ;. We ara all tired of it, and I think we. ought.to
stop it right: here, and ought. to pursua the objects {or whioh w
mittee was appointed, namely; to.do/s constructive. work,:without
hiring . criminal fawyer-to select: the witnessés and to do-just-asi he
pleases with the Buteau of Internal Revenue.: I think it would he
a mistake. Further, weihave no sutharity:ite do-it. without, the ex-
press; authority of tthe Senate..: I eik the chairman t0.consider; that
MALtOr. v i d b rre b s i Gt o e e s T e s ek Dy
+i Thé Onarniay.'Are there any further remarkesd - i i i
, Senator JoNgs of New Mexico: I have nothing further, Mr., Chairr
/7)) R T U R I YIRS TR FCL § RETIRTEIN 111 TR R NI LI R DY
+: The 'CHAIRMAN.: Do you,-wish- to say. anything ‘further, Senator
Couzens ¥ivcroviqp tonr w1 1 il v e i e b s
Senator Couzzns, l ljust wantiitp: domment: on aomething - thet
Senator Ernst stated, jand that is thet,.I.do not. think.there iy, any
dissosition on.the:part of any. member of-this:committee to get.from
under. Iihave mever said that I .want to’ get from under, . I have
never said that.I did not heve:time. - Ihave seid that 1.em not g
lawyer; I am not an investigator, and I thought: we dught to have
counsel to do thig investighting for us, i 1) 1 vy v
++'The original suggestionwasimade to me by Senatar Jones, when
he saw that E:was floundering around here, without! the training of .8
lawyer, and without: the khowledge of how-to yr:ll‘mm evidenae or, to
' gk the. questions,: He came: fo: me. and. aaid that he_thonght we
ought to:have assistance. .As I remember it, that was sever 'waeks
T e R ¥ 71 & B I UL BRTLAd K S URERY B RPN T) (R T S I PRI}
”f have had the greatest difficulty inigetting attendance at, the
committee, and Lifind no fault with that, bavause X know that, the
Senators have a great many. other .thu%s 'to:do, ; L-respnted the ides
in the first place that the President of the Senate should, take four
members of thig.committee from the Finance; Commitsee; when' he
knew that the Finbnde .Qamtto&jm&s‘zwdrkm%‘:lght; sad !dey on
the revenue hill.~ | suggeeted: that we. ought, to have some.Jenators
who were not so involved with work. There are plenty of Senators -
who are:not:so heavily Iaden with commiktes work.ea are. the four
members; of this: dqmmitteée who: are;mow.:members, of : the’ Finance
Committoe. - L Ut R R T R PR LN TRR JTVY LTLg
~Tam perfectly willing to have this resohition amended.in sugh shape
that Mr. Heney will do the worj under the-supervision, of this, eom- -
§ mittee. . & havenoidesire tol take reaponsibilities from. thercommitiee;
§  neither have I any desire to take away from the committee its proper
| swthormr; Hut-J want to.eay. this bo you, gentlemen, shet this work
8

not going to be stopped here.  There.is no Senator. anywhare that

Jgea b o Lo/ seasad’) notsnn”

e
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i /gbing o stopithy prosevution bl the:woslt thidt wéshave undlew -
taken. ‘This committee has proper authon'tx.to'fpx'fhebd.'anfrhgt‘eldi 4
no guéstioh abolw: huthbrity/to get dsimiuch~hblp .
< ikt b0 by that, il itheve s iy dibposition bnrthe yart of (this
mitdee ot 'th ety pn! arditos carryt ¢h »wa will' §o-to: the
vttt quéstion of Whathdr” ors akila ofmmittos has
done 1tg @by Yo ol L wobt b v ol ad slowe st 1 o
~UIfor oniej s the ingtigator of this'rmlutio:i’ub mot propose tol be
blocked; sidetrackedh br diwmdagy any Senasdror group of:Senators §
in"the i}diteanmesBénm;-m hErml Just 'ad-silvebre 'and leamnest
abdut that/as I ovériwas hboub anythingin &‘Y Yife.s:«d 'abegaing ‘to
ourrg;&d' and'if thé comniittes dues'npt propose!ter assist' hiain baxrys
ing& Ll'-.*ﬂ!'seleec'myvm means of garyingions g =i i
11 wanitia boté on this resolutioh! tofind eut whethbr she committes
whitls ‘to gbt/dt the bottom ‘of thewe 'chatﬁea whidh ‘até piling up o
whethér thely waitt' o whitowash: them ‘andlignore:them{ = .«+./c1- 0
1l havemade nocharges 'aghinst anyone: ‘1! have purpusely re.
frained from saying out in meeting here anything about the voltume of
evidence that have sbme!to mé, becawse it'is my dispesition to be fair
wnd’ squdre. with 'those ' who are interested, - However, ¥ want that
evidence sifted and ' investigated, so that, if the committee
vondludes thwtit .is :proper. evidente 'to' comé! before ity we may
have it, and if the committee concludes that it is not proper evidencé
and not'relovant ‘to the inquiry;/it may be thrown out. - i
¢+T &6 ot dsk to'boss the committee: I do not dsker— = ! = .-
1 Thé 'CRAIRMAN.: But ybut resolution does not provide that. - . .
''Sgnator Covzens. I will amend it; thén, so ‘that it will suit the
tommittee} so:that we willlhave the necessary Help to'gdt at the pur-
poses ‘of thiginvestigation! ! b oot o et
Senator ERNsT. Mr. Chairman) as *to'whitewashmgnb,ng;body orany
dopartment, if' theré has been anything thus far breught out hefore
this sommittee’ that deserves whitewas 'nﬁ,‘ ‘orithat you could white-
wash, T have not'been able to fiid it dut: - Everything that haslooked
bi¢ in' the'beginning has faded away under explination, just asin the
cadd"thut has been exiplained to uv fo-day. +'The explanation given
hﬁs made it absolutely impossible to think that there was anything
aboutit:that was not dtraight., = iiilich teoen ol gt
“-'Senafi’ OolzeNs. ' Well, thit tisy bb s6; but ifithis'was locked into
before it wdy brought out beford ithe committed'it- would:not:be pre-
ﬂmtﬁﬂ';u)d ke et P den ) end bai? i ot e o
1T Crarkiaw;  Of course, I make n0 reflections upon the intégrity |
of Mr! Heey'dt:all, on Mr. Hettey as'antindividualy us I'thow himand §
ﬁh&rﬁ?gﬂ?ow&dryoul}?pm toﬂs?tﬁnp?wl}img Sedator; if you are §:
pad: 30 VAR IR BNY RSO Y RERR O A WA T4 IV (L IR U IET A I AP A, |
i Sprator Couzns’ Weélly Indo.not know howliitioaime about. : ./~
) /Phe Carhtrbean.» 1ot e ask 'you' the  blunt; plain 'questiont: Did
Senator Jones suggest it to you? R S0d1iaen )
+q8dnator- Cobtrglewe, No, sl 1 =it ot oy ynillin g1ty i o
-tFhe Crxrmean. Did-Senhtoi Kinfd v 5 ol Hiw rounll 1 i
'S terCopsuns! - No; no Senator of the coinmittee suggested him

‘el 'wei wand to got. ¥

vouel <1 ootiinaon s iiten s adoy of otianh oo Foowl eubriee

11 MheiCiimbian, Didyoutalicto these: two Sewatoks tHis prorming,
w&t'mjvthno,'wboumm resolution il baoore ad o naioy ris
Senator Couzens. No, sir; I did not.

4 .
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The Cuarruan. -Didthey not know thot you weregmng ta hringup
this reaolutlonﬁ num'm A weby g “gei' ) lnhm e
Senator Couzens. I think they dld through M. Heney it
The CuairMaN. Through ,Mr..Heney, G )
Senator CouseNs., Through. Mr. Henay.: The ‘arpi ‘hore.
and can answer for themsglves. ., I lmven ver diseu pa xéhpm,
i.. The CeAamRMAN; | That- 1808wy, you tal ed.M eney‘g ut,;t :
- Senator Qovznna Y08y i
- .. The CaAIRMAN And, told. hugut)het you ware gqing t,q brmg up
, the.reso]uﬁon? oY n‘ o baeer e o Lo, et e rn R N IR N

Sﬂnatol‘nﬂovmmm Qﬂn« i . I|l ICURT TEETEY
. The JCHAIRMAN, AN 1you,t0k“umto eg t,ﬁem, .,.)Q;, ,4(
Senator @‘nuznnamN@, I ed f@e.ﬂu membom
tqld. him, £t that

+ of the, comnitke

whmhaeltrmd,to lay » Biraw

Ernst was ill, bu woue?l be glad he wo qu')s
the mmmnme.and' talk; to. th«pmlmd@w @&' wﬁw put
it,, that,J.did.not want to.appear, &o be, pus g upon

mh't et gt o s denTood) reed DI - :{'
. ..I will askm he. Spnators whether, or npt. §i ccml1 rred, w;hp

of: them in reforengeto Mr. He %J et et el g ~-.u.1.
Y SGMYIKINGL .lel,pmm ;310:,; U 'f‘l‘[ “ " ‘: u) ; ljk "‘"

The We,.a5e, lh R?Wn AR b ﬁfwfhwtﬁ d ’t
oncumd 1to. moui Mh t. hmrm

your.two Republi can colleagues, on
sulted the Democrats, or sent a':ﬁl l

mm$"°£ ¢ Qﬂp’
(8 t9 .W}qi | ﬂmo{‘

crats? Juntiatede =l adata oy gy 1en o
Senetor éouznns f dld 'not, em’nl ! ‘ ' 91'”?0 "oan4) M) nfslmr ’
ticular swm nmm the «Sﬁnwrs;pﬁ mmlt mq pay

fhexe, th mt»mmmwmy lm Mﬂ °F8“ e;nx
: ot er mdmdu committee w. en 19_ge

mntter of Govemme 4 business,., They '”LAOPk" ik,

&mamwma oimew Memm mOVM n‘f ) mu
RNANO me mak i WF‘W‘ &n od “Tﬁ
kmdhnm, +.becauge, I have.not; anybhi w;, q( oX

o wumﬁm &ww Jon,, m gfrgﬂm
d resqlutwn. bacausg it gav % ‘
ugc&heep ple.of the mt Zglxld:& Hlﬁ W’?ﬂ

pursue the Secretary ted in some wa or '.
somatahms op the &cm o mhether he had, v;olq, qlﬁr %‘i‘ﬁb

againatymy, ,M;chls rh%.nt\h i\#w' |,., “f "
160 N

ﬁ

+  obtained fswrm ACALSA, lsmq pqnce, m,,thq e‘pm \ent,. and so
4. forth and so ort il " g
§ lstnoitime, pe the Sen tor 'will Tead) 4 &xree; R&W )P'lewe# }m,y
abstruction o any kind in the way of 1fug, b hig hearts -
&, content anythmg‘,ﬂmt. .he linm mof gs th lp&
X He has, he mlpermn }g‘; Y, p ,]ep}l,;)‘? ,9}?13’
| i hm,a pivhe e ;{,s iy,

’ .

¥ fan as-h excoufd. .mmm ,mvﬂs ,
17 ohjeation, m.th»t . awp nat, g& m ob 6#
5 Wi bhasﬂnm igation, | f IY‘H’«Y 91 I,S%\ﬂ.wl';lﬂ 9"}‘

‘ TN t atvilar bt VG XY '1 114
Yo Sanetor, ,UZEN t‘W&nm An, ’\M'r ,911 ¢,

{ neven charged the, shairmpn T it i o l,}ff
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(TG (’)nAmmchuow 'pon havé not; (Sehbibk, ./ 11810 ) i
Senator COU%EN? I want to say the ohmrman hasw'bden most ;
agreeable AL e gt iy Dty Tade i) SR T BTN PN
The CuaRMAN, A il I wdﬁtﬂw'thaiﬂvm alt sy
a or- mmr'? nd He'had e?b‘peilliod ih the work)
AT NJ] m}:fl’ od b 'in evady-wad] A e e T
Seh&cbi' 'do 'say - that' Sehatdr Emst has: done all
that he could to obstruct, and has interposed objectien ‘to' taking
U wiything ‘when wo'ssem bo' dig' thp)ay’ graft/ or orookednéss
Senator Ernst has openly and in & manly manner said'tha# ho was
here to protect the in rests, and ] find no-failt-with hit for that.
I want to s thae”l* v mh dne,” the: intéetests or
othérs, 'who m e!itl ) thaner; sha‘p or form.
éith‘ff' do’ i&l} Y Mdividual who
ur rt' Y mw vd i ewn

H
mﬂ' uiw [ { th t, th to s néthing pétsohal botwoen the Becretary
a’hd m jolf. ‘1Tt P au the' chairmus has saidy it'may appear oh
un ortu atol but the facts are that the corrosp?ndénco

‘!tbd’ w‘ﬁ’e émﬁd n sstatenionts; so ‘many

misleadi conclusxons, that I ¢ ought 'to” go' into :the
tF rnal Rovenue Bureau to'bd. é r’m"nov!tliese/ ates and

The

tk'adyantced by rétify ‘wore/éorreot. 1/ ) 1 .
" LAl If! ams:ru tidn is 't0'by dddptktd, then I'imagmo
v ﬁ» 'ERngr. Are you' thtotgh: Bt )

Vote' it ‘throtgh hare, i il e
N. No; t want to make t sstatement. Cera

“"Sbndt r hﬂb‘lf Allnkw' e ""‘ulf’“ FeoN e d e
f‘“’ b ‘Whethéi o not’ certain' evid ce s to be

dpn‘tt«t,”l tlé;‘; thaﬁ 'h‘ 8 ’ﬂti‘gl?bftﬂé‘hq"sotpled"b the' commnittes

AR LR H S PRI R ]

-]
sa at’dx‘ Covzrys. T'hve no'dhjection tg'thag, - +i) ).
at is'to'uhy, 1f ‘there i§'«: ot "of sthff m‘ slush
H# 1f'Mr‘ ' Hethe é i "to be ‘pérmittéd to core Liere
epx‘é d it il on it whbcher it bv‘idb or infuendo, no-mhtter

hpw ? ed it might be ther 'will'Be mo Wmit!to what
1; hut if thiy' rédolution i?hpﬁml and if he facto bo em-

xi the éékmnit oo will meet’ eclitjve sessjon’ and 'gad over
a8'to’say to détermiing whbthet' 'or mot'it' can be admitted .

ev‘l énch&g‘enuiné ehdehco, th&t o! obug-gé would ‘be [ modnfymg

na top Obuznua' I'aln ‘bnttir lg agroesble to' that 1 said that I
h 0 timé wantod to defameé 'dr ‘injiire anybne's charabtér

g‘& e CHAIRWAN. I do not bel lo:‘;_ady SR :
' Sengtor'Couzpns, It is' very, hard to bmld one up, md' I ‘oertamly

d nét .want to teal‘ it down
;6 ¢ i ’Km¢ nt to the" ohhxrman’s stabémeno B

)

ator NS, I& " Chairman, T did - not/ understang if as |
l;e t«ot froi 'Mg(% m’*u,ndéﬁtéhﬂ e, whén'I's o!?e tlmther | X
o ,S’ that"] aﬁwﬂ to’pmzm the interests, I was not §¥.
ﬁy ify ““L ront' Which: that imbreﬂsnon 'could
swn,f hth' Véry much strprised!” What I did ssy at'that time, |:
(“ ¢ I re ested Y httle, while ago, and what I repeat now, is |7
tha ‘ve not seéﬂ atything befose o this committes which did not |/
appear aﬁ it'Mr." Co ter' somebody. - Every: time the [
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name .of Mellon ar. o Mellon oom augtwu mentmn NP hm
like a horso-at & oounty,fnu:, ‘w o niry ko.find
out about- Mellon.: He wanted books, bro:go t m. and he, wanted
everybody -brought: here .that knew B0y ub- et brn gy
Now, I am one of thosa %h&lt belsot\i}e titmt rl Maellon iy, honon
IBC lse Cle 0 no 1 lm ecua 08 ne
i l}e rnen? in l;tt'{ A ument over t?gxag, hg.y h."".wqh

I thmk the Senator ought to qons rygtive o rts to
bureau, and nobody havm f tlf ‘q?t wis' flec

e

oven e weré 80, disf ' ﬁ
American oplo are slc nH u' dl" ) Wl}) q
is angther muc ' / ORI T '1

ba étb &y at! Y
S s it s it G
am finding fault with%%'e t % tﬁaﬁ loo Y6 ‘mikki i"t. h'dh %xi
mnﬂnﬁ ptl).z'l ong | 'Psﬁn rm:l 8 W ‘%‘fﬁ A 'Mi"“‘»ﬁ ‘
pub §m§“ T behb’% thd a,om{ of thelly bnu ?&'ﬁt‘igf &
l;g Kgf‘wbiq‘ v
“u I'kifo

d‘b o

YMH’“

ﬁst ' ‘3
év W‘Y l?'lspg)l &ip éqﬁg lﬁ" ., “Mt‘ m‘nlty

o) Inlo“;t Tt

EN

r. With ﬁt’ s a‘dsd‘l"db' ﬁb ‘ Vé!

es 33':)%9 “t“o v\riv'llq for 'wh “ﬁi m 8w l
‘ héx‘é

{ "ﬁ ”3 el e %Wﬂe 3'1"? ,,.em,,.,

xS, T Waht ty dYaw’ thd $ena!Zor’§ aftentigh 6o thé

ct t, t th é:nator hds‘ndt been, J\%Vé 0 pi’ Bt o' th'th ‘e‘

" Senaiik ot “"f&’*’“ﬁ' i, 1 think, - Yot havh
Senator ZgNS.. The records ow i n

not’ l{}: s ‘bsorbag 10 pprﬁ n’t‘b‘f th?tdé pn}',. v ',‘, i hd
Senator Eitnst. Yes, T'huve." 'l 11" PRI
Senato Covzmw ﬁave ou lit!krd’%vl;iat. D otpi' Ada&ns pﬁq‘ }hé

othg %deplet‘n h aseh 18§ oh'oil

‘Btaiterient on‘ ’t ‘t' - do’
';l\ow whethbr eard’ Ddbt‘qr Ad'mha, But"l hqn mt
that questioﬂ vl ul oy ol[l

Senator JONES of New Mexico. Mi‘ Olidnxfmﬁ 9 4 kb to
pour som’;a oi}v‘gn these?ttdubled Wat 1 soul ’Iﬁlo knbﬁ
that I can, howevar; but, I do want to fet th’ ‘Jubt’ n gput
the ethics of Serla por’ Couz% etnploylhk, dt his pé
pttorney to hel outm this matter. T cqn'riot cdn i
pnthin% gwgs t thids’ ih thuotdf"'.'
teary, I he sho bé' ¢omtrended fo bein% ' ,' ds.w-
anoe to‘carry on tlus ‘work Under the‘du erviston’ of ' the'cotrghitted,
thh what has been said, that tho cQ ‘nttee shb’ d h\‘) ‘abdie
te,eg hat t e committes should erfo 1t§ fthibtxonp H in
lmoix ere recoghizing, Mr. ‘H é¢' an Wnﬁfw 1 not
.t,hmk wé'are abdwatihg any’of oyr povb']e all. o' it 'doities to

-L
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o toohsideratidn of ' thy evidenve: and the Veoommendatfone, .emch
inuiuberof he voismhitise Will porfottn his full duty, I amy sure.

L Trighioredobe move  knamendméns: to: the resclution, so 4s o mmt.
the word1 “under"ﬂfd pupervimon -oft the'committao "f 'so! thst' the
resoltion’ will i b S
bepilitioa ’G 18 wé ﬁ'n'r‘iola ¥, tlbntg s ﬂereby luthoﬂ:ed ahd embo#eml,

' i OF the OOMM“GO. e
.Q' xhat ]8 ﬂlﬁ]%?;‘fn, ’;i;de -‘i : S e .!‘=x S

POMAT ‘ ﬁnp!led
:‘ ”ﬁ 6 mh%&ﬁ?ﬁdmﬁ ei‘n v J
i or JM’ l‘% ion "‘ K?’; g . T
‘ exion) 'd’otdﬂ “a J’,ﬁ

.mm Wﬁﬁn% Y“b" .":.
%&{g:n ? ﬁn#&?‘h ""”g‘;ﬁp%,
y q"!"‘

shon Tote A b ,,?94, ,“ ‘wd g
' on' hti o' Mﬁg
, Wu%hm me oth gthqnhﬁ

must ten to ,” ,”L ‘

mhaf m; 'hf»
m 995 9 .“K
m o ity i ""Ré'” -
up 0 avo not;feit suP cleﬁ vﬂ%’ 1
1.pxpected, (o, prove, ; B ,
e wﬁ% | mtr“""#“ “”’ '"”’“nwff wa
cons otave mqun'y, ¢ qmn p“lp 3. #epp
%‘Wm ,lnn" E! lli iy J" DU Ty .

Senator Oouzmvs

%mn’a w%%’
bmsu'@s&'i ?@Eﬁ% #?&ane '
' "'W :

’iﬁ%&’?ﬁé '”4"‘91?

%&zﬂﬁ "':; ;?; i Z‘@mﬁ;
th?aﬁ%%‘ﬂﬂ. ) $ /;w ‘d'mns‘ ’g’?{?‘iﬁhe v wgsl?on,l %
WP% 'I! “ an la wm?ﬂ?%m lsg Wh J&"’:

8 ttx at an unc wxﬁl’;n num er o yeo,rs, an m ol-
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Dogtian 3810t Soctiratel mmm}zmﬁmm pumbre of yemre gr
the discovery of Arew)evidbus ot cm whicelr sera: 0ot thwfqre
de artment at the time the tax accrued

nator: Covzens.  Why. dul the, Secmtany(opposo that a.mond-
ment to the law, do you , o
-+ Mr. HarrsoN. I.am: unablo to sto.to,, axoept thatnsa B muttor of

pohcy I ithink the Secretary has: been oppesed, .in my judgmen
to the further extension of; lumtnbmn pono 8, feeling. ﬁhat the Gov-
ernment -bught. to be provenbod from. g or: colleoting .a..tax

beyond :a given'number of dv ears, just as 0. AaXpAyer under present
circumstances is prohibited from getting &n{y monom. hack from; the
Qovernment d’ter @ limited numberiof- yea orohul
felt, I bekeve, that: the limitation. period. ahouid work equallm ageins
the. Government: as ‘ﬂ“m theitaxpayer.. . There. arel many. mtm-
tions, as the Senator knows, in whwh taxpayera are unab Q to go‘
. baok  money that may: have been unlawfully;collected l
cause of the expiration of the statute of limitations. As thQ
will: reimember;: I spoke of the Spdnnh nWhmux, wher}o. .mauy y
had gone by, and the taxpayers l30110 . yaat that .
tizhe "have . been unable.ito.: lwve »mmfu odl mpy. bensnse!'the
statute of limitations hag rup..i lcovo uo Lowolin g 't
Senator Couzens. Do you mmombar thttupmpomd ATREN %
DoctoriAddms, which, as I:understand it, provided thet tha statiite
of ‘limitations should date fromn: 4he vdMﬁ:ﬁhﬂtumnr‘l'M was, disy
oovered' ST Tad e seomd andd
M. Hanvson: Senater.Qeuzens; there 8-l limitation: upon the
Government in makm% an assessment in any :case mhm« m«l bas -
béen :discovered; :and .bhat ;brings.me,.to- mlmnnut /the
suggestion I made a:moment: sﬁ.;.. thet Mr. M ,M: ptime
he was in- Washingdon—and L had. frequent co erences it him
in: porson+-mhde: no'claim 1thiat: there -had- .been Ay, fraud shown:ir

this Millorioame:iil) i wiimin g sevg wnrinin t ,.fmn Tt} o |H s
-1 Senater Cotzmng: Hedid not. bmng up tho queatmn.ﬁt x.lm tunp
that the trust had been dated back? o el

wMr. HanT80Ns The 8 tiqn ' whs -made 10 lum.\anda 1t.(wpa
ouededlit ithé titne,. thatif foauds could: be: .ahown there, would.h& .u
nécosity toiamend, any fhimt.amonup»ttlon:oft the. eot,.. becanse. i
fraud should be:developed the. wemmont .would agt haye bﬂgﬂ -
barred;’' bus: I:am satisfied: plmt: lg'.o it ﬂm.huma too‘;
positions: au& Lipersonally :agreed ‘with. that.it,. ould. ), DAXA
to impossible,’ mng;vl actically nnpmblo,ia dmw framd,th o.e dence
bemg entirely invithe hands ofi the: peo. l¢, intenested, and., the, insw
anade: the instrument /is:dead. . L think .pomouuli Atuwouid, he
Mwlqupombhm showifraud in ‘that:case. .. 1. )b gnd ol -
Senator Couzens. Do you know whether i : witnesses, m. the
document wepe askied as toithe dating of it#. (/. .. :ivy0') 1 1 K
Mr. HartsoN. I do not, Senaton..1] . have & co Py.m 1y, 0 ¢ 9ﬁ
the: trust: iudtrument; which, shows the. iames’ o Ytt«%ﬁﬁf
éllnamthemngnabuu- of ithié .cremtor. of; khe: taupt-and, he -
gl‘d &hab 1thare dnd shomwtét toi the Comuaittae ;.. n piluinie o
Nst Ae L be¢all utwy(m Pl goum 140 811 3' 50009
data as to the amount of claims that has beenall qw for:amontizay -
tion'and, depletiohsondesseholds:; -Jathatherait ..\ m T
Mr. HarTsoN. Yes, sir; Mr. Greenidge:is pnepm‘ L ithink, tpsubs
mit those figures.
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~ inéome which acérues in later yearst' .
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TESTINONY OF M. 5,04/ GRERNIDOE;  BEAD ENGINEERING
gy ~rmusmnu nmnxu;. ' REVENUR BUBIMII»-\mmu& Vo
rERro gt b el vy 1 Phthah
(;Smmtob Couvengi You imay" proceéd': wn{th'iym’lrtststement, Mr
Teenl Yonafg o ATHETT IR
o My GREENIDOR!  As; of ‘April 4; lowdthnrer have been reéowﬂd in
the buvenw’:8,056 briginal amortization: claims. | 1 use';the ;word
“omiginhl " thers Hooausb: socondary: claimd are.put in, 1 0t
2 Senaor Cbuzens. What do you' mean: by ¢ secondary, claims’!1 .-
- Mev[GisaNooms {Thedaxpayeri putein) anlioriginal mlnm,. snd
dring the oof the: department's hetmg‘on'x or
098" of thie ‘talkpayor himsbl véviewing jit; if \hmén that: heré :
hould: bl bhnngbs*mm&e therein, he makes bn/'ameided dmin], end
althought it doss not. hlter thet pmgmaﬂs number of claim it i inoreases
ourvvorkfmx;‘ o dl@m&»(iu " 'zdux RO TR
rolisimed dn 1 those- »ongm fclumsuhns been :8868¢ .
“9“7&‘3‘0(/’ ) 'l‘!t II'! ARFTRRIS FYACIVEN B R PR RS S e
o (amended! or n pldheirtal: ol’aum,-mf We| wmil toé call them
SUdh ’h&“'*ﬁ 'th&“ &l"@’wm537ﬂ QBLar L g et
"%&'Mﬂ b all ed al 1 p?ils‘bm m787y692p113.
. e amount allowed on original claims ame ior supple~
nhental Gluims hans boen ’0504,0‘%‘8902’1.06. o ’
51 Mhé-amdr-+t dsallow ehnﬁxsn—notnprovod I/mem by
that, sly, wesh mbnfomhed with: the law idr - the regulmtxons—-—'
?si)een $464,661,786.11. .
The Bmoutit 'disiliowed on- icmgmol clhims md radebermma(ibns
Mbuml;ago,so soozo,; R N TR R ECT B TR IR
“ iTotd te“th:g“ ws beenlaotionsnm ithe:’department» in, the old
AMorti mgpramnl ;subsection; onv.3,680 olaims, of
wivich! 633 wore elklms forivedeterminbtion. Under the‘Yevenue. aot,
Sonator| the tukpayer:is grantbd therightito ssk fora-redetermination,
The total number of claims now rem in this section: ig 380.

' Thel toh! Jamount uf the ‘olaims now: Feia ‘inc this seotion is

'l 183,03538 vaapedd ! Dogntoeewdt byt by o
aoov Oouzung, Now,.:at ‘that point; . let -me ask voulif thbse
g« allowed, 'what preportibn.of them 'would be refunds in
éns)r' bureai to:the ‘tuxpayer, andiwhat. proportion would bo
mdi soh baked owing by ithe tmzayer to the Gioveininents. :

' M. GRESNIDGE! Yowhovb asitéd :a ﬂumon,—Senator,«whieh .wo
ttmmpted to -answer for oursalves a month go, prabably, and: when
1 way it'i¢ imposeible for us o' answenr it;1 am not:exaggerating it,
boonuysé 'of 'the - various | differenced ' ih- taxos, owing to.the surtax
bitidkets in‘which these :allowsnced. would place s taxpayer; -but:it

been roughly estimated ’that botweon 10 per eent and 15 per oemt

has
M‘thnt will‘be 'refumds, it o0l
Sengtor CouzmNs, And’ iHo reat. would be croditc to taxs owmg

by the t-xpayers to the Government;i .~ . .

‘M. GregNae; Not all of it beoatse some of these olaims remam,
atid ‘will - be rejected 'entirely;  others. will ‘b rejected in-part -ouly.
It might be that the major’portion of it. will:beconie deductible. by
th%"tax piyér; that.is, - uwod to' b deducted by the t.axpayer a8

.thododuétionﬂvmiaoomd el e s

,Senator Covzpne From mbome in thoso parucular yuara, oi* irom

g
R :

o |
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Mvﬂﬁwnnmxv From income m,&heyoars;mmhmh the mosma-
mpn m;elmmodwml& 9195:RM119203/ nhhn”m ot ol T oend
Senator Coums;, 14t mh&na, them t &snﬁhmlaompsnmsvham
th nrtmashy na‘ hosa yearsf| . Aol] N o) e
,.! GRRRNIDGB. Yies;:thelt have.pmd,. L doinoy a0y fust how
much oftity, but &obablﬁ mosh of: nt. .L)do not« kngwexantly whatithe
percentage of ad rums, - but.it sdema b1 me: .tbat»mtm abgut
onerthirteenth. or some audmnmef ationalidaxt . /..,0 e ,m, i d
-Sepaton [COYZBNS,: Canyau say !from,.yoummcavd thesa,
mwomwndsomendd.c £y, amortizasion, hommanyo &lwse
claimants had contmcts with the,Government,, ..t iy 7 o071 40 iu |
Gmmmw f, mrhl thk; W ncouhd.detenmine»th»t: orBUSe
weo;- hm n.. renauns a,l QI ik hepe:Ana (39
in all, :hemmplthm ‘t fme. but dldunpt.bn them
up, siame, it,would. pot he nacpsgany, . §.think it wwld be
; thnb%o: ua wu*s‘i; igab. thad, dnfermations, ;X lw’nll; m?kenm nqt&,ot‘ut;
1 QN or: 03, Zisl d psend s by goiistgeh o
. Sanatex; Courens. I wmddj Jadd, o havol you. domo) beonuse I
evidenced an interest sometime be ore a8 to how: yew sxrived, ntiigoun
conclusions to allow amortization during those yeara.:,.i.::n) ./
Mr, GREENIDGE. Yed, @it That m.tha numbewfmlmmants which

had Governmient; conty8ets.«i bl wi 1i BN m’nr taer all
Ma)nLaskaquentmnOﬁMlm kh SE R b e ]
Smmtot.ﬁpmhl& YBN l‘l I‘; a1t b “aih gy .'ru BRI WIAGTEN 1u
»uMn GreuNDaE 1 Mri-Clack, dosyon know. whether, the . Majority
of them or the lesser portion of them have claims$ Conds ol oe
o Mr. GLaok, L-womld sy that. unguesticnshly: the, majority” of -
them have claims. RN P I I TH TR LR

Mr. GREENIDGE, Xp..a4ldition 1 ta: those. claims, Senator; & amight
mention,,if it. ig, perkinent hers,. and it can be exteacted,, of course
from. the tecord, if it is.not;. that.there are:abhont 18, cases, on I hand
involving loss o use ful valus)cbsplescenee, retroapentiveappraisals;
and about 50-am tnomlmms I protest, W hmhmaar inorenss’ the

0108 -ﬁs\lte ) 0’“ )44&”20 ORI ED U R T JOTEY v rglt W O

E e excess amount clmmed in those. 48, quaeamvhlch Johave laat
mentioned iig. sonjeatural, because the protests do oty in.all.osses
mdnoam the, nmmmt. olaimed ity the protest separate from; the amount
;hergtofore - in, an.é{mm - olpin,. iregtinaated s of

823,445, La a ratio baged on. the amontlzatwn ‘olsimed on thei380

claims, which clearly indicate the sum, claimed. ..You.see, we. have

taken & proportion, We know. what. the claims’ sxe on) these 380,

and we are taking &hmmmn&ge of that Nld ,applymg it to.the romam-

ngr number. of cases, 68, ..,
hat stueenxent, §enatom ‘the resultof the .work of fmm ,15 t.o 20
people for abouf, three WOQiKS working nights and Sundays. . .-
thSe;mtt;»raCouzr!mAsu .H&vo..you - statement, ooncernmg depletdon
ere, 0o
Mr.. GREENIDGE: Wa have some figures on the dof letxon Thnt is
z wvery :large piece of .work to complat»e, but we: have eome .such -
urﬂs.‘ o, R ¢ . n'ui
: BSenatoir CouzEns, You have not co Eleued them yet? G
g 'Mr. GREENIDGR. I;Ivm.but. if you wish to .have some of the per-

5 liminary. ﬁ&ms we ad to. give you tbem. W tan b
>+ Senator CouzENs, ng% St ey

I
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tﬂ e Mw Wuﬁmww &mmm umm

T -udp Hawdor. Benitar Cousns] I oudd ks Lo ke won
here. I have not t ed to Ml‘ d%éds }w thebe‘) ; 'L’!t
s e‘ ) ot ftn

nﬂggt'w!}mﬂp
‘ na useNs. How d ou*f* ive''d Me” reliminary
%&w'&zﬂ l'uskgi ths!i‘ {me it wiay "be thut' those : wﬁl/’be
1My, Gak w m oh wmﬁgamm i:hﬁymmﬁhgmbm‘ n
13} tighe ¥ JHa

keeping and have F‘? t6 'dato of ‘the amoutits of deple-

tioty iih biw ‘enm ¥l »t m 'Arethe results in gm

of  thee! work ‘of ‘thé oil'i&mi! 'weldation section: of the Thvome Tax -

Unitfo tho mJanu 'l*"!m"to' mh 171994, dl»onefswtibw
, ﬂmiw owh thcvulu br arid gus wol; ' i

N upon” 1 58 'basa

yox:,»mbeh oai-hn mh'ﬁuufmhuxpa T ,
“wiAgithe Muﬁ ‘of sueh' uetion, it 'was found: that yors whoss
: mmmmmmﬁﬁadugmmmfmm wil'of $3,860,119,674,

" The depletion claimed thereon b meers wae't784;943885 ST
| Sens feomtmwlm ¥ o Shat thar was' cllimed’on
loasehold deplum? ] e TR R E T R RO YR AT (T YOI g m <y

Mr. GrReENIDOR: Y s aip n0cinie ortasionte 2 the o apetaig ooy
- Sénatbr: eodm&vm')mxwluswoly on'llbaselvolded’ 1o i o .,r/
Mr. GreeNIDGE. Well, it is claimed in-évery'way, by lessor ind -
lessee, on discovery, 3/1/18 ~aldeyobet) te., ‘this being s shmméry
of the work which was passed through in bulk ww ak; ijubt-as
i thewe:was e distinction; ‘and it s t&wklisa&tmw« ol tuk’ing
80 much time. Yoornisehe o niad arad) To o ko] el Y a0 nog 1
' 1o Nowtp pfth 4t $784(748/885) 1 the depmment'ubwmhn 'tbdt tl{ere
was allowable $489,580,656. il v el
11iSimiador W0OULENS:! lu&ludmgh 11'of thi lﬂhwahoeﬂ'l YERTRY
v Quukntoen Y, i, #1l} of ¥l allowanced) ¢t ..
I»FHe woetion ldo’ detiérmined che ;‘vsgﬁvﬁbm sald of oapital' assete,
|0f woitrad; okl uosetd; of $178,500;846. 1= T -t i sdoin
' The weesions wled' discdn&dlmomu fnow “by taxpayurs
dunng that pemod ofd $45,395, 921}t 'I:Md 8 ¢ ‘ redit direbtly 'w{ the
g 5 HE Y PO B T 7 R I N A R LTS TF ¢ BT S
mfhruoouush *ln'bthm' %nhmym gay 'tha had'the deparss
mmvlmti’hmﬁgiwd’ \bmeds 1t Wotld: hwive' doby that: forty-five
millisn-atid odé tallard fumﬂoreaaum dfthés & il companiod §
WMN Gnnmmut' lYéé"ﬂ ‘"'01'“601 6 'thing- obtdined
artménts, ndgm and tuvmm thisnly cortt e wri
"Senmd%ommmfm Frandehstandui /0 oiineeny o
-1/ Mg G RNTDGY ! huupmemﬂgé ‘ofr dopletion ;aligwable oo ‘the
depletion, as clo,lmed ‘y;eta ayers, was 667! ~The perc agv—of
abg%tidnnunﬁwb CR7 Y ‘income of tanphyévewad 12! 7L
t, I-thihk(' comeludes: the-itformatidn- emw 'hdve'on ‘the shest
meti ' of eotirsv) the susmmaty of ' large yhimbéi of‘alieeté"*pl‘éb-
abl eral hundred. »
r AvAse; That mmﬁ'hbw' mu? mngMr,'Grbéﬁ éV
' f»Mr @reenrpbr. “Ir'the rhajor, that woald coverithe “1017;
1918, soms of 1919, g lesser amount of 1920, and an msxgmﬁcuaé
amount, of 182].:t' il nh!qmm ton s end HOY /MR Y B,
-1 8enator Covuens: ity s Hitve Hedt-obuevidig thosel ‘énoligh
but T did not gotdn' sy ntind st prbportiéh of thisertive oy
was allowed to leaseholds. fur Jl AN 10 510
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. MeGrEBsabon] K. fpu m:luubﬂdx;@’ﬁomwnh«mw of
e

the 1921 aot, sir, or by leaseholds alone? . - hrraode
+/ISanator, CoUTpNAY mba@.hhamhm @videnoe-disclosed: thht thibre
wird wonsidernble dlomnco;mdm mﬂ dp-tesgholds which

wias sgainst sbe repulations dv inh; ny wefeinat
promui wmallAuMnm?a. ”m vtmng.todﬁnmonmu
) this ion: thiatrhgsibeeninllawed aa{kr
tion was allowed to leaseholds. If you have t t I wmld(glkoﬁoh
it, because these s APPEAr to.oaver: thmpehmi
tioni pf the nule;of wAP22,1 verrom #i guil) a0l 70T mll 1}
+uMrGrryapar. Jiam fmd Benasar, thintd havenot those ﬁgunes ‘
and! I do.aok hmkm!hawo astamptad. do..nake that Atien. f
did not undetamdut: thatiwey. Hioweven,'we shotildi woryngls&
to make an effort to get that infgrmatiom. 1 As I anderstang.it.4he
amount of deplation you,wish.te-knew. now is thé amount; that!was
allowed. to leasges.anj tba 3/ /13:walue, prion- to,the isauance .dff Treas.
&Dwmwmam arotad TN bua i sran g o0} bt e el

nator Couskns. Of August, &922% N RTE LTI TR US ot l!s jt it
. Mr. Greentoge. Of August 1932;. yeis. Tl ) et
.; iSenator LQUEZENS.! Yeu .. Gotere i ¢m/ LAY \!]‘ '/

Doctor Apama, Senator, I think hero you might have yont,atten-
tion called to this: This applies to-work that/'haa heen; dane subse-
quent: tn. the issuanee.of that order. - So. far, g these cases fell iri the
years; 1018 and 1919, thabmpu!dmot be legal {galhwablo, if- the' valuar
tion: wasimade, but: 'there rerain. the. yeara. 1946 and. 1912, to which
lensee depletion:would net: rbo;pdrmiasnhh under: that- order..,Jernot
tﬁhﬂtlcomotgh A R TR LR T G TIPS Lo P R RN TE ‘, ARSI
' Mr, GREENIDGE. ;Yes; 1 thi Ilget. your'pomt.‘ PR

Dyoctor: Apane. : Thei. Senator . weants.the. allonce for 1916 md
1917 partioularky. . 1 oy Lo ,,.:> SN T

Senator CouzeNs. Yes. That is the ides, beca.use you will re-
member the testimony disclosed that there were yoma.20 campanies
that received. legsee- deplet.lon far 1916 .and 1917, whetit was against
theTroasuryr . Is mot.that eornect? ., Aoty ) b

DaotorzAnAm Yies, that: is. correct; bat, ovenut-lw ,Treasnny;.rules
and regulations, ;i thay w9 making, waluations,. NOW:impose-8: great
difficultyx kf ldm 4818 makmg B. valuamqmnow, it is-a ownble for
1916: andi 1837.) i/ o o o Pt ohew AN s / ayadd

Senator Couzens. Oh, yes; but, I mean xt rwas the Tr eaalu'y de-

('JSlOﬂOfAlmt,llmw?\ Vit o et VoS s v g d

- Mr., GRERNIDGE, -Of.: ooum..wo dad not | pursue oummoh iurt.her,
Senator, after wo had found the twenty-odd cases which-had: been
allowed. We assumed it was the principle that we.were after,isnd
ot the ammmp;:bu alcan continue; that seareh and find the. sotal
number md:mprm t4 the: issnanch of, thaﬁ Tmmu‘y
decislon panngust,»M\%u vitgarier ot Loy stk A G

Senator Couzens._Could you get the number that were dlsullowed! _

Mi: GanpNinen. L ithinkwe.qould; .yed)sire . o aais at/

Senator CouzENs. You musthave some system of ﬁhng:dorm shere
whereby you can locat.e these oil oases. [ty - il cirsal ot

Mr. GreENIDGE, O go ; we have !lhm loeg‘emmdfw 1t0 atder-
sain-pointl-, Aftet/that. ¢ mixed. | . <2407 aiuns

Senator Couzens. Is that all you have to say in that conne¢tion?
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1hM2d GrexiipaE: You asked"a minute' ago for further ﬂguree that
oweq—— ST L TP T T L R PRR S O
+ M, HARTS0N-Senatoy Oou:en:ﬂmsy I uftorm ihet-e to- make
oestain dbout. this information whi you ‘want, 'so that there will be
10 mistake  about it; 'no: dispute ‘dbout 'it¥:- Foé the years 1916 and
1017;"!61' those .twp 'years| the 1aw 48 jhterpretéd by:the buresu in
ite régulationxbetore Augmc 1922, dld ndt pormit of tho allowmoo
of lossoe depletion, | vivl: it ey i Bt u.~ b
-1 Soneton vagns: That lscorreet' i R A
Mr. YiarTsoN. Yes; that is correct.- -'l*hatu, to start Mha Howa-
on,"dfmrkugust '@022;«161- thoso skube yoars, it wes permitted, due
to the change atiohs) Now, for thefyem otlowi 1191‘7
we.nll re¢ méd thnc the iaw’thén speecifically’ nllowad at. .
"lsdndtov 8T underdtand. ' @i s oi iy
Mt Hanwvson: Yes.- Now, theSeniator wishes to know {1 undero
sund Him' correotly; ‘what amourit wiak hHowed: for- lesufe depletion
g the bureau for t ears 1916 and 1917 before Aughist) 1822, ivhen
the regulations were changed to aithorize It or leg: A e

Senator Couzens. That is cofrett, '~ /. 1 ) lf
‘Mr. HartsoN. Now, the Senator has asked how: mah ‘were dns-
dldwu]umrﬂmymg VO RN BRI T 'l'I'J

 SenatorCovztne, That is‘correet: il + T sob - &

o' Mn, HAnrTsoN, I:think:the testimony has brou'ght out’ that‘ the o;l
cadte’fos ‘those' yeass wire not'setsled; and'.d' voitme of them was
Held in:abeyance even for those years m-which’ the regulations were
ohanged, due'to the'fact: that-the buredu’ wad gotting -at:that work
and making valuations, It would surprise me very much-=1 do not
know the figures now, but: it would' surprisb me‘ very much if'any oil
oompanies were denied the benefit of that ruling in August, 1

Senator Couzms I would be pleased to ﬁn 1f 1.hut was notI the
case. RARRLTR R BRI : .

M HAn'rsoxt Yes‘ i e b l. AR YR POY IRV TN PRIONT
- Senator Couzsis. . But I thmk you ought to look mto i,

Mr. GrReeNIDGE. I oan ‘state with some degree of certainty that
the'amount allowéd to the lessee before the issue'of Treasury Decision
No. 3386 is going to- be insignificant.' The twenty-odd v ohat
wé found; T think, amount to considerably less than $150,000, ::

Doctor Apans. May I ask one questxon of Mr Gremndge them't

'Senator Covzens, Yes, 0 1 0 e cf) e et ) e

Doctor Apams. Mr. Greem e, referrin to th. ﬁguw of 08s ine
mmek:“'?oow'om’ w!muld that molude te gl'dss inoomo*o reﬁhmg
com R v y i
hoMr; GrEpNIDGE. No. Sl b e w
L ‘Pootbr iAvams: That is to s mtcase s lamgo cd ogauy the major
portion lof wlioke income was m irefinihg /bub: whioch: had- one!sub.
sidiary doing productive work, the reﬁmnq incoie would not trmt:o
thigGglire® 1 Lt i O s ST IR TR R

Mr. GREeNIDGE. Nojithis is theincomd frem! on sdierude bnhl/

«Senator Covzihs, s thatualh Dodtoniut ol A7 48 10" e
<" Doctor ApAMS. That is all. .- Fio aeal s otincd iy e s
vx,Mp Gmﬁmt;gfknchgcdmum ou L eae i) gz T ll/

Senator COUZENS. Yes I would llke w'haw Mﬂ‘NashWquho
Boand; o il i e o sl pov s gt cL AN 07) ot
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BTATMI‘I‘ OF: MR..O: R..NASK, ASSIATANT T0 THE, GO!-
. MISSIONER :OF INTERNAL nnvmn——rnm T PA

Senator Courxns, In the first discussion that L had mthMr lm
Mr. Bx:ﬁl;t and youmelf ‘before this investighLion was: authorized, .f
question whether at any time. the buroau conld s»y h
muohtaxeewemomzothe(}ovommont TS ot e
» NasH. Yes;sir, . ,t i
Senator Oovzm:s And if 1 remember correctly, you sand that xbab
could not be determined, . In-thdtcorrects ..
“Mr. Nasn. No; I ido not: think I mado tlmt mmment., ,Senenon
Couzens, bomuseweom determing.it. .. ... et T g
- Senator. Couvzens.: As I' remember the teatamon{{that was ngou
before she Ways and Méans Committee’of,the House,, YOu. . Wera
asked by ‘a Representative to say hew. much. thxes were outstandi
and you said--you «could not : ate; that which was, Ontstandm&
from t.hat which was sssegsed and' not pudy -omhomethmg to th
IR RIS PR HONI SRR D ‘?"It]
Mr Nua I thmk the Senator refers 40 w. quoatiOn ‘which (WeR
asked me as to- how much we had collected on oun.psseasments on
back taxes, and .I'stated thati we did not make an,attempt 0. segre~
gxto the oolloetmns of' back taxes from the colloohom ‘on, owrent
(2 ! RN B N ,."’
Senator Oouznna; Yeo‘ I thmk that ie correc TN S R I
. Mr., Nasn;. Yes, sir.’ ' by
Senator Couzmpns. Now, cin you tell the oommlt,t»oeJ how muoh
taxes are owing the Government. a9 of April i oo
Mr. Nasi. I.can not tell the committeo hoW much is owmg g of
April 1, because the March- woountnng reports are not yet m. .I oani
tell them up to February 20. . -
--Senator ENS. W you tell us, t.hen; how much was owmg aa
ofFebruary29? i con b et
~Mr. NasH. I have not the: ﬁgurea thh vmo, Senator, but I.oan
brmg them to the committee.. = ' o ,;.,,« i
- Senator Couzens. Yes ; S RPN,
- Mr, Nassi.c We have: that. mord in ouruacoounw and collecuons

umt.
Senator Covarxs: In - presentmg these , CAN yOw tsel). how

much of these taxes are o for th efo m 1916-0n upes i
‘Mr. Nasn. Yes, sir;i I &ﬂ'ﬁegmgm them by years. as: to- ony.ol
of tax. - Doss the Senater justwant income :tax or:all taxesi: We
have capital-stock: tax, esmto tax, 'sdeo ﬂax; mlsoellaneous\ taX,
tobacco tax, etc. w1 e

. Senator Covzmns. I soo no muon »why -there ehould ho& backl
on tobacoo: or the exoise tax, because theré!is little: dispute. about.
those; but can yon: tellius the: {) robable amount: that the verament'
will collest on:t osataxesh L A N N A T R -t
Mr. NasH. On inconie taxes: md sales: bakxas,- whieh' ave the. two
big! sources: of revenue;-I can.show how much is outetanding, whaet is
coverad by claime, and.what dsipresumed 80 be’'oolleciblen: 1iif 1t
.. Seostor Couznws. IHave' you 'devised | any e » yeb 'wherelty
you can tell how much a taxpayer owes and for what yeans he owesitit
‘ M!‘. Nhen. ' Wé have thaté{ystm ROW) "o~ n/ B IR ANY VA

S T L BT T T B ST T I8 SN PRI S VIS xh..nli s e tend) aend
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-3 a tBH TREE NV FH oW W ds iﬂ&“gidl cbuldibt'tell THeIW S and
Means Comuniftoe DY WVHGusé A6 IRich You Hud R M ccllect
on ﬁmentsi oo _
1M Nodesk! i ¥ Hoihbtﬂbm'IMG'BWulukwthat estion. i1 i\~
. | Sundtor /CovemNe: Thut i what I urdérsioed: you .to .say divhilé
a0 thwt 'the House ¢oniimittes asked: you iwhatproportied: df the
assessod tax you had collevted; end you daidiyou snot 1 tell;
because you did not segregate the other taxee-frorh the assebded
gastle) T ke o it vion ediouesy Libhad, o258 107) et e
Mr. NasH. I was asked if ‘¥:eonlditolll thémbhow: mueh had .Lieen
dolledted ot -our .assebsiients: for! biok! taxes. /1 migKt say thatithe
termy ‘‘back taxes” applies to taxesfor: prior:years which are dis
Svéred éfthier! asvai rosiilt bf the audit in ¢he Hureaurorinvestigation
by fleM ‘émploydds, dnd thut' when the collbctions went/through the
colldetain! offioss’ we . did inot: te or keep amy. statisticd hs: to
- witibti dpiilied /1t baok:taxes' and which to cuinent taxes, on :account
df ‘the 'fast that solloctione have te bei deposited very burrivdly, and
the coliectors’ forces were not adequate to make that separation. prior
t¢ ‘depusit. [Howtyer; sinco Januany I, or' since ! the :repdrtsi.for
© Jannhiy,'westarted it'sbme ¢ime in: Februkry, we have been having
the edoldotars -éport edoch: month. on inooiné. tax- thé amounts that
dpgly“m prior years iand the wmount that applies to: the turrent: year.
" “Senator Couzens. I think that is very desirable, don't you? - .
Mr. Nasn. Yes, sir. - 'Well, I ‘might shy, Senator Couzens, that
rior to this :é)pearance before the Appropriations Committee we
add ‘never bestl: previously requested for that information and we
had never made an attempt.to keep 6. «..:vi b li i e
luSenator Couzrpns. Have you:any figurds to show what taxes have
etn lost 'to the Goverament by bankruptey casesf - .. ¢ .0 : ...’
Mr. NasH. We have figures to show how much: is outatanding on
back tax for-the fiscal year ended June 80, 1928, and for the present
fiscal year up to February, and the amount that is involved in bank-
ruptoy procesdings: .1 have not any figures shat would show what
has happened on current taxes in that respecte.... . .- .t o i
Senator Couzens. Back of that period, then, .ﬁu.\hav‘o ‘no .8egre-
'1tems: 10: show. what :the (Government, has.loat/in. tey
gated it show. what :the Go t'h i

oases ! IR
' Mr) Nasa: Prior. to:the additiopsl:tax. assessments: for the fiscal
yoar ended June 80,1923, it- has not been s ated.! . li o iy
#-Senator Couzansy I wouldslile-to: sak: Mr.| Hartson'if thert is 'any
wiky in-whicli this committeeican- get: the persomal tax.vetarns from
nﬂ' corporation that does ‘ot .velunteer-to. give ithem! without ax
order from the President and the Secretary. T T ERURIY:
26Ma Hanrsow The present regulations, whith have recently been
dthehded) putsudnt'to’ Bxecutive ordér, permit eithen House of Con-
gressto ¢ any itaxpayesis hotairn upon a preper: resolution ‘being
assed to that effect. Beyond that ow ‘of no:'way, unléss the
£ waimrtho.rgm undler the tlawari ) e ot/
i Setintor :Couvanns: As! a: matter of fact, then;: this: cdmmitiee- had
not had an hwoyhofw(goﬁngmhmuwru.lon!m .-othdp casés than
Myv'Melloty's onsen;’and ionlir¢hen) when Mr. Mellonsveluntesrods: is
tn.‘ﬁot‘dbmm*f'” 1t D cpwo e zad s dwna wod gy age o
-~ Mr. Nasn. No, Senator Cousems:' -We:sliave hid deveral tasds’ in
here that have been mentioned where the bureau has written to the

I

.
’
)
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SV BALH O PAT 0 GACHDD e o T ENT AT
ooy . e v agnd. Qoo G o (e Bewing
Senat.or Couze -"Ies' where the taxpayer ‘waived it.
Mr. NasH. Yes.
Senator CouzeNs. So we have had ce.ses hore where the’t&x?a er
haﬂ‘WmM?“" 110 PR TR RN [P SR N I 3 -’l SAMN Y ) wolnda
Mr. Nasu. Yes. ath e o
Senator Ooukens. Which have not been Mellon oases?
Mr. Nasu. Yes; two or three of them. S S
' - Shator - Couzkns. 'Have ymr had any reply to the i-o:jueet o ‘the
Stbddafdﬁhl(}o?‘ SRRUTEEETE N
Oli\{é ,NASB No gha reply has not reached us f;jom the Stnndurd

n

1/-

-\ Sénator- Oovzr.ns Do you want to ask him any questions Doct,or
Adb‘ﬂfﬂ? k% CEREPLE X PSR | T Lot (hres . 0,00 «: ot e NIRRT
détor Amus I want to ask Mr. Nash ‘one question: ' ‘The
roportion 'of '‘béck taxes has ‘been a Mattor of considerdble’ fntorudt
r mary yedrs and THad been wondering ow you'éould get bronnd
this' drfienlty ;' Phere is'a contiderable' number: of additions} ‘assessd
fibnts ‘Madé 'Whéh"thd Qt&tﬂ’ﬂe of limltatIOnB‘IS‘lbéﬁtl t/o rﬂn' thtt Wi

rather erfuncbory, are th ot? . Phereror
11ONE, bj" os; that asf at hsppened C year ago lm Mni‘hh
théd‘cl 8 1917‘0&303 A Ve b
Hi Doptor ’Ab . Tt had lm’ppomad t.lns yoar o.gam in Yebser -volumé;
Mltlmt'l " SERUIE oy BNt e e ity e 1. i v g

RSt Tor i e ey
ator ENS, ‘I&'fnot the ate re there (A%
" Mr. Nastt. T ' March' df 11928 'there: were somewhere aréund' a
hufidred " rhillion assesitents Wadé to prevent the ‘tolling 'orfntho
statute, and claims for abatemént were’ imntediately vocopted ‘on
thosd'casen, praeti ‘fesulting in o reworking of-the gaseés; jur:
“Déotor Apams. you éould correct an fes im'this connec
tion, for this one difftdulty, if You knew how ynu it-amounted tzoCu '
r. NasH. We'ti'show the amount invelved in the assdssments
tha Weﬁa tnade and'the' dnbunt 1mmd od abatemeht ‘'olaiins that
m hbceptéd’bn‘%!, Jtel‘mﬂ . oo o { llu
' Docétor AbAus. Yes,
' Mt Nass! And’ ot the additwna.l asseesments I hsve 'very cub&
fully anal ed . them, the amcunt t.lmt ané’ in court, the
volveﬂ in bb.hk tey prodeedings, and: the amount:in-
volved in oompromlses ete, . Ve
** Senator’ Covk "Doeit the revenue received from the extise’ tax,
the tobgedo tdx"'%he ‘adtonrobils tax, dutomobile t.n-os mnd
“ﬂ Whl dome “ﬂae‘l" ﬂi"ﬁﬁ?ﬁrﬁslon‘? N L U I T O B
: - Nasm: -y gz itioh''ad'  assistant 'to the oommumonen,
) 'ﬂg in’  sortes 'moh of less under my: diredtlomm
§ “Sbﬁ Co z&ﬂ ‘P think'that is all ‘'we' will hwve to:«dsy. -
P Mr“ N‘Asn‘“SbﬁMor Cottzens; 1" have ‘brought Mr. Bell- mth us
: ﬁy “Whom o deked'for' the other day,’on petsoneb service. "
- ™ Bl nwr'Oéqus b yid; 1 wou}fl'hk;‘e to inquire of >an BeH :
! L ISR PR B I S a4 f ;,_:

B I N N
X :



528  INVEsTIoATION OF BURRAU OF INTERNAL REVENUE
TESTIMONY OF MR. DAVID W, BELL HEAD, SECTION 23,
_ - INTERNAL REVENUE BUREAU

, (The witness was duly sworn by Senator Couzens,) .

- Senator Couzens. ou state your full name for the record?
Mr. BeLr. David W. Bell. , o
Senator Coyzens. Are you an employee of the bureau now?

Mr. BELL. Yes, sir. ' o . o
. .Senator Couzgns, Will you tell us when you entered the bureau
and what position you have occupied since you have been in the

bureaut. - .. . : , .
. “ﬁ: BeLL. I entered the Bureau of Internal Revenue, I think
t. was; on March 29, 1915, as an auditor and correspondence clerk.
was immediately asslgne(i to the corporation section of the Bureau
of Internal Revenue, auditing and handlin%hmoomo-ux returns at
iha.t time,. under the excise sot of 1909 and the revenue act of 1913.
oontinued as auditor and correspondence clerk up until 1919, the
first l;lx:r‘t.of 1019, having in the interim served not only as an suditor
but having specialized in the railroad returns rendered under those
" 0o Manh 1, 1919, T was designsted s chief { the transportati
-0 Maro 1919, I was designated as [ \tion
and public utility section, in wllxglch capacity I served umtil, I think,
3t was the latter part of 1921, when the personal service subsection was
merged with the public utility, at which time the 1ation was
-changed from transportation and public utility to public untility
and. personel service section. That continued jast recently,
when the designation of the section and the work ges were
changed. .. The section is. pow known as section: 23, w. embodies
& certain geographical group of States. ) R .
Senator CouzeNs. I was particularly anxious to kave you tell us,
Mr. Bell, what the difference in taxation would be, to wse a hypo-
thetical . case, on an in_(;xome l"()fi a thouam;l.doﬂus as between a
rsonal-service case and an ordinary.case of income. : ~
lmMr BeLL. Senator, that would be rather difficult unless we had
all of the factors that enter into not only the imecome but also the
rofits tax, and also the brackets the individuals would fall in in
gheir individual capacity. Now, a personal-serviee corporation per
sd is not taxable. - - - ; L .
-1 Senator Couzrns. Tell us what a personal-service ‘corporation per
ist L .
.s.ng BmrL., Just & moment. . I would like to qna.hfﬁ that, if I may.
A persbnal-service corporation itself is not a taxable entity. )
distributable interest, whether distributed or not, is taxed to the
individuals. in the proportion of  their shareholtimgs. . Now,. the
individuals may, acoording to the surtax rates that they may fall in,
pay a tax’ considerably in excees of what the corporation would pay
and it.is only in personal-service cases allowed where the interests o
the Government, in my experience, would in any way be jeopardized.
Senator'Couzens, There was a considerable advantage. to 'thée
taxpayer at times and under certain circumstances when to be
determined a personal-eﬁrvice cort;'g‘oranon was of great advantage
ayer; is not _that correc ) ' .
v g}‘: tﬁxm&y Well, as I say, it depends entirely upon the conditions

and the facts in each particular case.
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.- Senator CouzeNs. Yes, I understand that; but even taking into
consideration these facts the bureau had some discretion, did 1t not,
in determining whether a corporation was a personal-service corpora-
tion or ctherwiset . L LT b
~ Mr. BELL. I could not say that we have had any discretion there.
The statute generally defines a personal-service corporation as one
whose incomo is ascribable primarily to the activities of the stock-
holders or owners who are themselves regularly employed in' the
business, and in which capital, either invested or borrowed, is not a
lﬁ?atoric,l income-producing factor. Those are the general qualifica-
ons. ‘ '. -

Then it follows in the statute that there are certain ones which
are excluded, namely, foreign corporations, and then those corpora-
&ions 50 per cent or more of whose incomes, gains, or profits are
derived from trading as a principal, and also those corporations 50
per cent or more of whose gross income is derived from Government
cl:(;ntiracta entered into between the 6th of April, 1917, and November

918. | o i
“Doctor Apams. Senator, your first question, I think, could be
answered quite accurately in a general way. Is it not true, Mr. Bell,
that the personal-service idea was incorporated in the statute for the
purpose of preventing the imposition of an excess profits tax on thé
classes of cases wherae it would be excessivet - - et
. Mr. BeLL. Exactly; on that class of cases which came within the
purview of section 200 of the revenue act of 1918. o
. Doctor Apams. So it may be said in general that that part of the
statute was designed to prevent the imposition of what may be re-
garded as an excessive taxf S o
Mr. BerL, Yes. . SR
Doctor Apams. If, therefore, the typical personal-service corpora-
tion had been subjected to an excess-profits tax it would have been
very much higher than the tax which, under ordinary circumstances,
.it did pay? S _ ' e e
" Mr. BeLL. Exactly. ' o A
Doctor Apams. Does that answer your question, Senator? @
Senator Couzens. I think so. What I was trying to get at was
whether any case came to your attention, ‘where the question was
close as to whether it was a personal-service corporation or otherwige.
. BELL. There have been one or two recently which h&ve been
brought'to my attention, and one which I might say has been men-
tioned in the proceedings here as a border line or marginal one. In
my opinion, from my recollection of the facte'in the case, I'think it is &
olearly defined pérsonal-service corporation, and I might state gener-
ally the facts, if there is no objection to it, Mr. Hartson, without men-
tioning any names. . ‘ A
. Mr. A operated a tugboat for 30 or 35 years. He had several sons
and some sons-in-law. They incorporated in an amount not in excess
of, I will say, $1,600. The stock was issued to these in certain pro-
portions, and it was invested in office furniture, fixtures, anid supplies,
and there was $300.ih cash. : L :
The functions of this corporation were to secure contracts and
undert.akinﬁs with towing concerus, lighterage, and barge affairs,
and things like that, charging them a commission on’ the amount of
the gross receipts, and they also agreed to make the necessary repairs
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O} (o
and. 1991'; (?ft.et; the opar on and cartmq ,mamtensnce all of wlnch
was ipel his cammissian or fee charge..
ow, ookmg at that proposntnon as I statod :t thegq, a)l of t q
are. actively e ed i, rendering, t at servica ‘tq i
Qhentq)e. “'hm was no cap:t at was mveste that was a material
in pro neing fac an 5 .
lﬁ;nns say thay had s;;me tugs? .
Mr,. Bn;,p, I.th m not.. ’ly he, cqrppratnon had no title to any,
a ve. haats. that were, used in producing income. , However, soqme,
the stockholders had, I will say, one.eighth or & one-fourth or a
qppvmx .interest in some of the tughoats that were .emplo ed, I
n}pmh;. rt\ -were used under contract.,. Now, that was re arded as g
cpse, becauset he auditor wanted to go beyond the. corporata
8 o;:ausp of the fact that Qhe title vgsted in_the
Ml[iem thp.& hat itself wag .an investment of capital whncl)
' material uenced income.. Thab is all there was to that pmpo~
sition,
Senator Cayzens. Just what difference did it make in the tax in
}m p Iucular cgse that you have Just mentioned ? :

F L never: lpo to that, Senator. . I could not begyuse
& n :Wiw e s lims:apmen were in a hngh surtax brat‘knt ?r?

their individua capacxtws or not. ...
Senatar, Couzens. But in all cases of enogal—servwe corpornbons
t o excess-proﬁts bmckets are not used, but rather the surtax

\ (X RISHN
rg‘ K 'ﬁ’w in !d"qla arq taxed 8, the surtax rato; ym, ﬂr
na r Uzmvs ut there was no corpomt‘xon ax.

ELL No; there was no tax against this particular cor ora-
prepared; this. n;ommg a sxu opsis, whxch was filed as evidence
?.in m,,, hich w lowance of personal service in
;goqt &Yﬁ amy names or any figures ‘ot ‘anything like

at ot er than genera
Senator CouzeNs. You stated it awhile ago, though in substaixce,

did ' ‘
g ?.%..,Yes, stabed 1t. in pubs;.anoe . N
ng,gqr. gm&lj There is' nothing in that synopsls t.hat. you
rally?.

ha not stated o
m%ﬁuh

; Q’Wem sqme demlp There, was one salienc‘t fact;
Pﬁt cmporamon was co ora un er that pro-}
“‘9‘0“ ok the law. x&i 10 agency, an fot qu qualify under t

rRRSPOTLAtion. cla: 18 qpntu 0: 50 could not hq,ve operate
8%.4- .%)OQW'&? 91‘ 1) o, Ql' a8 8, 'f 8;;'* . ¢orpotation bqumpi-el#
ag an ,qggpcy ‘ e charter of itsel | its"activities to that of

agency.
6. Did the hire the.t uegtion?, =
D;c F; j% rD not f,‘,"m the ‘they snnply conducted
1tm

di
?ﬁ&i anage th vessels of actually run them?
ELL o", the capttiﬁf amf g crew, were i, the employ 'of

of, the boats, and they had no title in' any boats at all}

: pto,_ ati
= ﬁzam ration.
ADArgg\ The corporatlon snmplv secured traffic for t;rans-

)I\

ion
powt‘ BeLL. That is all,

/
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[Ty AR ZRTES DY
u«;ﬁomtpr,éﬂouzuxs Havye you: imcll 3\ X4 er cloae c&“is l‘ ’3 ﬁ‘mt.
deal with s 3OENG T (0N ‘)‘n

- My, Bm ';(l‘harod&éoneutm.mm& fhe By B tpntfo a
u1 wag: nat.in,;aqecard tirm:i C
ﬁg reoollectlon of the facts is subst.antuﬁily m, st t m’
ﬁvo stockholders e 8:3«! in gro citrus fruits. Qrgw
a selling agency. e of the s olders  ac er
and- sades, agent.. . The o&her,.atoek),\olders slmip devolo pd eu'
archard, or gruve property and consigned all of their
saloa.n-gonoy» O T N R R S (R NU T TN I i i
».The ducoma ito the corporatum was m;t e form of commxssno(llns
thozbasm;of.snlem sm«( N iu.u YOI ul TR IE AT I TP RN
iy The. auditor  han mo that the, ,acnvmeq“qfﬂ
stookholders Awhmh;. o .aganpg,,warp actixgly,
qlt:g aged inthe,cond uato ,tba mo rp(}rntl .Witho
eir cantkibution there oqul ;mt; gn&a likg 4
1. took. :xoeptga $0..ib ‘Mﬁ' o " (W «Wer&ckh g, Wi
earporation, » inssmuch, aa.only .ene, of .thy,s w
handled 20 per cent of the stocky that the corporation ?" lm
ualified bpcause of  the, inability. to. meet the. test prescribed
stockholders -
i Sena{or Couznms What was the purpose of orestmg t.hat ,qaies
*0 vt TR TNIYE S AT IR li‘wu-.(' IEE S lll;
“Mr. B;m ,Sunply tasell;the.fruit of, thase,gmwnra e SavaD i
Senator: Conzens.  Xes; but.L mean the parent coyapany, ¢ &hm!
done that. What I am trying to get at is whother there was any, puf~
poss of evasion.in. omo.tmg ltm.u YR T Phes Do A il
. Mr..Beras Noj;. I do not.think so-at: all. m{»hmk it waa sﬁ
facilitate the handling of. theix. joint.craps 8 Wnﬁs that. ,
Senator CouzeNna. Have you ever- been over urope? ... : .
Mr. BELL. NO, sir. vy ST WAL e (192
s.,Sonstorf.Couznnm Have. you ever atudied the British system; of

taxation:at.all}.. T R T TR I AN PR TR g il ow
- Mr. .BeiL. ,Ne, sic;: exdept juat somne phases, of it, wr. - I.7oad A
ﬁmut many: ‘of the E decisions Om pmlaﬁlq Lt ORI P
Senator Couzens. Do you want to.ask quegtl ARy ,bqg,t.pr Bic:
.1.Docton- Apaus.; I .think, not, exqep$. tbm  bring .qnt, this,
thatin all applications in a section such as this.you, e.ve 8 grea,t, many

bo"fkl"h‘na’qumtulon’u abst QNG M ug) ‘i My ;; uive
Mr. BeLL. Yes, Doctor; we have a great many borde b h
In every border-line case, the thi ﬁnally resolves;xtgo{
What is. the nature.and ’Oh”g:: lllinmﬂ kil tﬁm s
capital necessary to affect that mwme? n other wor
rion would appear.to.be the saunce of the incams,,.-The uw la‘ y,ary
general, as I stated a moment ago. 1t must be asmb 0. prm
to the ]actmtws of thedst:‘(lzkhclb}ders ﬂﬁ?f;l o:vi;m, ¥ lp .t e
yr+not. spasiaodigally,, but, regulsclyvyremploye
Suct. of the busulx:;:, and then in which capital js not & matem np
come-producing factor..
You can see how general those qualifications are, Senator.
Senator Couzens. Can you suggest any amendment that might
obviato these border-line casest
Mr. BeLL. The revenue act of 1923 does away with the personal

service,
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. Doctor Apams. You mean of 19211 ,

" Mr. Beivr. At the éxpiration of Déoémber 31, 1921, the personal
service corporation—— ) Lo e
- “Mr. HarTs0N. When &bu "were :chief of the personal service sec-
tion, w;arg;the decisioris thdt you made in' those cases subject to any
mv‘ew v o . . e T e gt e :n!.~,'..'---. :
' Mr. BeLL. 'Yes, sir. oo ‘ 5
- 'M¥: HartsoN. By ’hogn?’ T ORI TL A
¢ Mr. Bert. To begin with, each and every case had to be con+
ductéd by’ the ‘aiditor. ' The ‘auditor’ was required to prepare s
synopsis sheet. This synopsis sheet gave the name of the corpora-
tion, ‘its business, the ‘tuxable period, the basis of the claim, the
liability for accounts, title to goods, and the balance of ‘the items;

.then'the gross inéome, whéther from trading commissions or from
dther soureds; ther invested capital, with axplanations of any changes
or adjustments; whether or not the ration was financed

borrowed money; whether or'not there was any interest deduction,
g0 a3 ‘to trace the capital stock 'sources, and then additionsl facts;
furtherinore, the namesof the ‘offices and:principal owners were

hsﬁd—.’—a—_ ; v . -l". . A N . ‘., .
dld v Harrson. ‘We'are not so-mueli-interested in what the auditor
. “* Mr,"BeLL, 1 just wanted: to follow’ that out, and 1 am almost
through, Mr. Hartson—showing the distributive interests and the
. time devoted, and their:duties. ' Then, the auditor handling the case
hid: to recoamand ‘whether he srprqved or allowed personal service
clagifidation. * That was the flest dhing,* . ' .~ .-
The next step was that his immediate super. ssor, the section unit
auditer also reviewed that de novo. * If he approved it, he signed-it. -
If he had any adverse oriticism to make, he noted it on that. -
The next step was that it went to the subsection chief.
. Senator Couzens. That is what you were? : :
“Mr.'BoLr, ‘No. That is onYEoeed to be the best technician that
we had on personal service. went to him, and he had made an
éxarnination of the subjeot of ‘the case. I it met with his approval
he signed it, and it came to me ard I reviewed the synopeis and I
eithbr ?ﬁrov‘ed it or rejected it. .- R
' The ilext step was that it wént to review, an independent outfit,
whre it was also gone over curefully. 'After that the capital stook
division, which is interested in the personal service allowance cases,
wasnotified. © 1 0 wtoc o Pt
(Witnees éxcused.) '~~~ ot - S
;hSe%%atpr 'Couzens. I think we will adjourn now, subject to call of
e¢hair, v . - or ot .o
*.Mr. HARTsoN. Senator, you will have the chairman notify us as
to when'toreturnt - -t o e o000
* Senktor Covzmns. Yes. IR RN :
" (Whereupon,  at 4,30 o'clock p.  m., the committee adjourned,
subject to call of the chiair.) = - e o e Ly
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