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INVESTIGATION OF ‘BUREAU" OF INTERNAL REVENUE

MONDAY, DECEMBER 18, 1024 -
Seueoi Comaerrres o Tnvesmiiary fus
... /BumEvorIntERNaL Revenve. -
C e Lo i ‘Woashingtem, DO,
., The committee met, piirsuant to the call ‘of the chairman, at 10
o'clock a. m., in room 410 Senate Office Building, ‘Sénator James
Couzens presiding.” .. . LT T
grese'?z:,. %"‘ﬁ‘% ouzens ,(@Emaxg)ajﬁrr‘a:s&q; ﬁ:dnmsé. , f
N -AX ‘a«‘; a,r‘;,.’ aYl n:’,f n‘ .14 nson‘SO (1)
counsel 2or,the committee, » , sq,a.q S o, ©
Present on behalf of tho Bureau of Intetnal Revenue: Mr. C. R.
Nash, assistant to the Commissioner of Internal Revenue; Mr. Nelson
T. Hartson, Solicitor Bureau of Internal Revenue; Mr. S. M, Green-
dq_ei,lhead engineering division, - .~ o
- .The CHAIRMAN. Mr. Davis, do you want to finish any of the other
cases before we start the consideration of this case? S
- - Mr. Davis. Those other matters, Mr. Chairman, have not yet been
completed, and I thought we would complete them all before we took
+ them up further;'thetefore', I think we had better go on with this
case and then 50 back to the other cases on the record when we have
them completed, .~ . o o s
.. The Cramman. All right, Co , e
- Mr. Mansox. The. matter that we desire to call to the attention
- of the committee this morning is the amortization claim of the United
; States,S,teel.Corfcmtmn._ S T
. The:amount of amortization claimed is $83,482,961.18. The ainorti-
- zation allowed by the unit was $55,063,312.60. .Tile"amommtibri‘ con-
. sidered proper. by your counse] and engineérs, is $27,136,987.89. The
5 ggralléoav;nce is $27,926,014.01. 'The difference in the taxis $21,-
S ,5 0 : :...: . , . ""b"'
. Counsel for the committee in this matter take no éxceptior to the
, allowances which have been made in the case of property entirely
" discarded from use, nor to-the allowances which have been made
representing the difference between the war cost and the cost of re-
_production since, the war. The difference arises entirel  with respect
to the determination of value in use of rroperty which is in use
by the steel corporation. N
There were two ‘engineering inv.stigations made of this claim
by the engineers of the Income Tax Unit. ~~ -~ -*~ ' "~ -
The first investigation was made in Mt;{ and June, 1920, The
first engineers isolated the particular property upon which amortiza-
tion was claimed, and determined the nse to which it was actually
1016




1016 INVESTIGATION OF BUREAY OF INTERNAL REVENUE

bem put at that time, as well as its general usefulness in the going
busmess of the taxpayer. According to their findings, the property
was then, and will continue to be, 100 per cent in use.

The second investigation was made some time in the year 1922.
With the exception of some special facilities, the engineers makin
4 4o Ao DA i 1 ) o ropenst-+4sk At 4
particularly true of the manufacturirg property—-an determme
the rcentage of use of all of the texpayer’s property, including

the roperty upon yhi atgn}p was clsimed. This was made

'l‘h s;: of the am y ion “im a . this ol

e tax in ; bpgn $esse or, at east, this claim

has not beqq{ nally, passed ypon., ,gﬁ 4 ion, ht;wever, 'has
gineers, ofj the Income Tax Unit, and as

' { ;amor%zatxon a8 been accepted by the taxpayer
%u%atnon. ;s 8 closed guestlon? unlqss ;g is

of s aﬁx the niethod ﬁsetl 'by, the en riéers

of the I / t é& rmlp'l.;g. Y%Iqe in* e E\,ﬁ :
) pi a is cal o :

h casq riera lgf llltileﬂ‘ g all lﬂa u‘fac{\ﬂ!:ﬁ ‘fabﬁfhfs’p n

19, sﬁr%?d out, ;p aqcor qnce.mth the sqnme i‘inp'la, tpat ‘ié ppl;ed

cage od i -n'o ,faénhtles\ the dVerdge uctnbn and th
averat’hqcapaci'w %o%‘ the six pre-war 3 "ri%l& %gdml!i, inclusﬁve
werse, atcn;qnnec .; It was found that he aclty 'for -
period was 1318, er cé of t é ave q‘clon "THig" r-
centage wag adopte ag '@ 6‘ n rin mho, of pig:iron 'ca-
pacxty to p;g ar?q q%uctio ei'd prbd 16tion for, the; post-
1 tz ﬁq quz teerneﬂ By - uém 'the
actua a ction for 1 an es f te ‘production fot' I ' ‘aitil
average of ‘these three yehrs thus: déteﬁpme‘& al’ theén
ultlphed by 181.3 per cent to determme the necéssary ‘postivar
qmam Y T{w necessary _postwar cagacL then fonnd 40 be; 80
cent of the’ aetusl capacity for 1021 and the vaIue ‘m ‘use was
termmed to be 80 per cent. I might shy also that't hP per cent
was, f undyto be the v?lne, jn use of the facl ities’ ‘fof' the roduc jon
of stee ingots_and, of the, facilitics for the production’ of ‘billets,
blooms, ane slabs. Pig iron, tesol;s, 'b;llets, blooms, and slabs are t;'hé
primary. produets of the Uni tates l'iorporatxon, ds. fhr i
iron and steel production are conéerned. e

. Your counsel takes exception to, both the formula used -in" this
casia and. to. the. fmctors which have been used ‘in applyihg the fbr-
mula. ..

We wxll co der, ﬁrst, our ob;ectnoﬁs to the fornmla ‘Th@ method
used y li.;xcome Tax, Umt adopts c;lhe; average of required ce
pacity as the maximw cg pacity’ wh1 will have a va‘.lﬁe in usé
to the taxpa er’s goin usmess '

.:Senator;, WatsoN, Mr. Manson, do you want to’ ﬂmSh ydur st#te-
ment before any questlons ave asked?

Mr Manso I i 1be glad to é,nswer an{&desuoné Sénatdr"

enqtp.r,k just want to ask’ whether or not the fo mulg
in this part ar ipstance was different from the formiuls used
in other matters s like chara.cber C T e T e




R R TATOT aee aaze . e
vaouans H : "
il H :
4 ' 3
M s - o
1 ;3 Ll
¥ - + X ol ' Ll T
H - et HH
¥ » 3
B H i
¥
i
: . ¥
+H
T H
=
:
HEH :
e
< a
3 :
k&4 ' + = 'S »
- B
o H
I H
: H
H
H T
. L 3
] 15
H 1 iH
s » ¥ 8
HEOH i
H H
H
H
] :
1 H ¥
T $
H i :
i
H
:
amay
4 H Emax
: X
] 13 =c
1
H ¥ saw |
.~ -+ 1
usd $
Esraaad
. —e
H
}
%) 4 - =
HH H H
. o
+ 1
+
H
FEH ¥
S :
% . gy
H
tH
.
+
I =
H
H
e
H
B 3
I
H
alavent o ; I
Y H s : ¥
: . 2
saveas : . s I i : !
i i i
‘' ey -
5 i
rae : : :
M4 - ' 2 -
H : H .
» T <y
. ”
T )
: 3 .l
> - -
" LXK = 1
H "
: : . -3
x 1] 3 "
H . . -
H




INVEOMBATION 0P BUREAISP \INVERWALAMNVNGE  208Y

'g?Mn Miawson K must: ankwer thag i question)from: inforination,
enator.

- Senator 'Warsbn,  Yesi 4

Mr. Mangow:: My ihformation tigse—uf} 2i 1l zer i/ 40
- Benntor WaTeoN, (Of courpe, I do:mot . knéWw.. - ¥-any just: asking
for information. -~ -

Mr. MansoN. All that I know: about'it is:'what: is told me/

Benutor WarsoN. :Yes. .

- Mr, Maxson. My -information is' that' there:is rie uniformity: of
trontment in - the determination: of :amdrtization; that it depends
ve’x-‘. largely upon the personal view of:the engineer+who: happe
to make the examination: and whether or nét the taxpayer is mm
O o erages required capacit rily impli ired capae

n averaged required capacity necessarily implies & required - -

ity in excess of the average to meet the '(lblgﬂl 'during- peak periods.
e'do not' mean to take the position thet the capucity necessary for
postwar fgg»erations should: be such- that the-taxpayer would ‘be en-
abled to fill every order immediately upon its receipt; but we do
take the position that'the taxpuyer has use fof'those facilitiss which
are required to fill orders within the pdriod inwhich' the cuistomers
of :the: business demand that they shall be 'filled. .- That is rather an
involved sentence, but what I mean to say is that in the steel business,
it:is not customary for custimers to' wdit more than a year after
they give an order for that order to be filled. ' The taxpayer must
theréfore have' the facilities with which he can prodice a yesr’s
demand for steel within a yéar; and we believe that in the steel busi-
ness 4 year is the maxirum period over which you ‘¢an average the
capacity for production. . ' _ }

Annual production in the steel ‘business is actually on'an avers
basis. To illustrate that, I call the committee’s attention to:a little
lead’ pencil chart that I have prepared over Sunday. We will call
that chart Chart C. R . /

“The heavy, irregular line ‘on that chart represents the actual pro-
duction from month to month of steél in‘'a hypothetical plant, where
the production ‘varies, as did the total production of steel in' the
United States during the years 1921, 1022, and 1928: We did not
have the production of steel by the United States Steel Corporation
by months for those yéars, and therefore, in this hiypothetical ease,
our production line is parallel with the production' of:all of the
steel in the United States, or any given: percentage of it, daring
each month. - ' '

T would' like to have that Chart C made & part bf ‘the record.

+'(The ehart referred to usiChart € is as follows:)'

= Senator Warson. I ‘wish. you ‘would éxplain that chart:

' Mri"Mawsgox. This line' is the' liné that'I:referred to findicating

on chart]. That is the prodaction’liné [indisating].

|} Sevator Wazsow. Is that actudl or'dssumed? — ,

-+ Mo Mansoi.As T Have: just: stited, 'that is an' assumed produé-

tion, ‘équal to'all of the stéel prodiced in“the United States, or equsl

o860 geff;cehtfof it ‘o' 28 'per-cent’ of ‘ib. ‘«;I_t':follqwsfthe'p@)m:rihb

up'and down,; motith by month; as the entire steél production of the
nited States follows. The space between the smiall juares here

represent one month. ' : ,
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- We: have, assumed & capacity for each year: which-is.equal to the
maximum production for any one month in that year. - ;.. .
Senator Warson. That is the maximum- actual production
Mr., MansoN. That is the maximum actual production. ' . '

1 Ste‘nat;)r' ‘Warson.. Then, your ‘assumption is’ based on’actuel pro-
uction i e e ian
Mr, MansoN; On.actunl production. - . .0 o or s

The dotted horizontal lines running across the page/within each
yearhepresent the:assusied:minimum capacity, that assumed mini-
mum:capacity being equal to the greatost preduction :of steel. in any
one month during that year.. The assumed minimum capacity -for
1021 ie here [indicating]; the assumed minimum: capacity for 1922
is here [indicating]; and the assumed minimum capacity for 1923
is here [indicating], . -0 .~ . .. .

-In each instazice it will be noted. that there is a.vacant space be-
tween assumed minimum capacity and the production line. That
vacant space represents the excess of capacity during that year over
production. .. .- ..
. Senator Warson. That is; over actual production?

Mr. Mansox. Over ectual production. o -

_ Senator Wamson. So: that in 1921 the excess over actual produc-
tion was 86.3 per cent? L R
. Mr. MansoN, That is right.- In 1622, in-this case, it is 16 per
cent, and in 1923 it is 14 per cent. : I

Senator WarsoN. Now, let me ask fy u this question right there:
You assume an average capacity of 3,797,000 tons in one year,
4,083,000 tons in another year, and 4,416,000 tons in another year.

Mr. MansoN. The Senator is not referring to the same thing.
The assumed minimum capacity for 1922 is 4,083,701 tons.

- Senator Warson. Yes. AU S

Mr. MansoN. Because the highest monthly production within
that year was equal to one-twelfth of that amount. The line that
the Senator has just referred to, showing the 3,797,827, is the aver-
age assumed capacity for the three-year period. =~ = .

We have then averaged the production for the three years, and
we have averaged the assumed capacity for the three years. The
line between the average assumed capacity and the averaﬁe produc-
tion is eéqual to 20 ﬁer cent. That 20 per cent is equal to the average
of the areas in each year. - - '

Senator WaTson. at do you mean by “ the areas ”¢ -

Mr. Manson. I mean the areas representing excess of capacity
over production. The average assumed capacity line falls below
the minimum of capacity required for 1922, and below the minimum
capacity required for 1923, even though it is in excess of the average
production for three years by the amount of the excess of capacity
over production for each of the three years. . . . .. .. -

Senator WarsoN. Let me ask you another question at.that point:
In determining the amount that this. taxpayer should be assessed,
did the engineers, or those who had final authority in reaching an
ultimate- decision, base it upon an assumed or hypothetical proposi-
tion.of basis, or :did they. take the ‘actual figures of the amount
medineacﬂyearﬂ;, T T

PR

’



INVESTIGATION 'OF BUBEAT OF INTERNAL REVENUE 1020 .

. Mr: -Maxson.-As I have Just stated, Tia lg)pm!einte -the fabt that

the formula is involved, and I want to make it plain. ..The hfygo
thetical case before Yyou 1llusmtee the metlwd employed by he
engmeers. i .

ator Wuson That is why you used 1t. AR ‘:f- SR

Mr. Mawson. That is whyIused Coome e

- Senator WamsoN. Yes, "

- - Mr. Mawsox. Except that it is much exmpler beceuse 1t elumnetes
increases in the capacity due to business pelley end mer:ely bases .
increased capacity upon actual requirements. - .-

The point I wmh to show by this chart is that an: aversge capacxty
which: exceeds average production by the average of -the excess of
capacity over production for each -of the years within the peried
will not provide adequate facilities to take ‘care of the productxon
within the peak year.

The method adopted by the engineers of the Ixcome Peix Uhlt
was to ascertain the average production which is represented. by
this area market 20 per cent, by tekmg ‘the average of the area
during the pre-war years, 1910 to 1918.  They then took the actual
production for 1921. They had the actual produchon ﬁor several
months of 1922, but not for the entire period. - '

Senator Warson. Why could they not' take the actual productlon
for the entire period?

Mr;: MansoN. This case,” Senator, is' not a8 yet closed We are
now in the year 1924, The actual production for both 1922 and
1928 is now known. The actual uction for both 1922 and 1823
was know at the time this case oft the engineers who determmed
amortization.

The CrAmMAN. I would like to pomt cut to the Senator at this

point, that one of the objections that the engimeers take to this
settlement is that they used the very poor business year of 1921.
They took the actual figures for 1921, wlnch was 8 very poor busj
ness year.

Segator Watson. As the basxs for computatnon for 1922 and 1928¢

The CrammAN. Yes,

- Senator Wusox Alt:hough you say that the actnal productlon

- was known?

Mr. MaN&soON. The actual production was known to the engineers
before this case left the men who determmed, or whose busmess

- it is to determine, amortization. - -

Senator Warson. That is what I was trying to get at in the
% whether or not they used formula to determme 1t, or
whether iney used the  actual res, - -
-Mr, MANSON. The formula I am dmeussm%
Senator Warson. Th dv -used.the formils when they dxd not need
to use it, as I understand it, because they had the actual groduetxoni
- Mr. MansoN. They used a formula ‘for the purpose of

. their estimated. production, - .
. Senator Watson: Well, if they had the- aotuel productxon they'

weuld not, have needed to use the formula. - -

. Maxson. Oh, no. : S
The CHAIRMAN, f sagree with that. SURES
Senator Warson. . Thet is what I am trymg eo get at;

Ny
R



INYRSEEAATION (0F AUREAY, OF INTRRNAL BVVENR, 10841

tion the.peakn.yean. J werely.ovels,guts the izregulsrity. ofi Ruedugr,
tion from month to month within ench {)ear. stnd BTACH pd
.Thismethod;of, svoraging years, far:the purpree ei.agmyxgmtﬁ o
valug in;use; nvhelly.ignores the, value.fa.the teapayen ok boingrgady
to serve his:engtomer when, the custorpen desires eoxvies,; It s -miwelln..
known feic, that lpesk years are:the times.whenthe capacity of magst.:
competitors is absorbed, and compstitionis restricted: to .whep
have:.excoss oapacity, mﬁich,may. o wtilized far/the. punpose of, ex-
angiony. It is those peviods:when prices ara high, when profits: axe:
arge: - It.i6. tho period: toward which every business man,looks s
affording/.an epportunity to'make money. .« . eccinnote) e
-1 do net'mean to sayithat.a manufacturver, who has g-4ixed end .
established policy to produce a level amcunt.of goods from yearto .
yanr, shonld be held to have 8:valus in use for,facilities which he.
may use, but which, under his business policy, he.willi not. use,
becavse he hes no.degire to expand.. That is not the cage:with.the
United States Steel Corporation. O BT LS VR )
I have ldaid. before the:committee seyéral charts showing the acttal
capacity and the actual production of the four. e%eneral products ;
of the- United: . Steel - Corporation—pig iron, steel-ingots, billets,
bloowis.and.glabs, and finished steel. . X ath referring to'the dingrams.,
in.fnont- ofryou, Senator. (Exhibit F, charts D, K, F, Gs)
An inspection of those charts will show that the capacity line
has steadily increased..: It has not always increased at the.seine rate
from year-to yeer; however, there is a steady increase. from 1010 td.:
1923, "inclusive. That 'increase, representing the business policy. of
the ﬁniteq States Steel Corporation, bears little, if any, relation-.
ship’ to' the highly fluctuating. produetion line shown-benéathiit.
Thig policy: in-indicated: by that chart,:and is shown by the figures.
contained in-TFable 1, which. T have laid before the committee, Thia:
table shows production and capacity for each year, in the case of-
these four principal products, and shows the relationship of capagity
to production, expressed in percentage. It .also-shows the: increass:
or decrease'in capaeity. - ¢’ o Co T
In the year 1919,'subsequent to the war, the United States Steel:
Corporation, in pursuit of the policy to whic¢h they had adhered,
both before and during the war, increased their sveel ingo capaocity
by 132,600 tons and their rolled and finished steel ecapavity by
560 tons? T R T S S PP ST
“'Thd Cramizan, Do you mean 560 tons? AT A
Mr; Manson. Yes, sir; 660 tons; that is the smallest figure.:
In 1920 they increased their pig ‘iron capaocity by 235,915 tons,
their steel ingots capacity - by' 13,800 tons, aﬁd-theirri'olledunnd
finiched steel cap&city by 9,208 tons, - - - LR
“In'1921 they increased theoiv pig iron capacity by 94,900 tons, theik
steel ‘ingqb';ga%a‘oity by 852,500 tons; and their rolle? and-finlished-
steel capaclty’ ¥ 420,074 tongs ¢ e L ue s e el
T -1928, they idcteased their pig iron capacity By-80,660 :tons)’
theit"'sbeel-ingot»da&)uclty'by'350,400 tons, their billet, ibloow, and-
slubi: ealpacity’ by 600,485 tons,  anid their rolled : and- finishbd steel!
cﬁgaoit}"bY‘a?I,ﬂ'Iﬁ om0 et D e B
n 1928 they increased their pig iron. capacity by 1,815,544 tops,i
thelk stdebingot capacity by 251,488 torls; their billet, bldém; it lab-

Ry



1688  IRVESTIOATION 'OF BUREAU OF INTERNAL REVENUE

capacity by 505,812 tons, and'their rolled and finished steel capacity
hy 142,878 tons, S : - R

In_alljisinde the war, since the close of the amortization peried,
the 'United ‘States Steel Corporation has inoreased its pig- iron
cnﬁa;citg 1,727,010 tons- its sgeel--ihf;ot capacity 1,100,608 tons, its
billet, bloom, and slab: oé;_)lacxty, 1,106,207 tons, and ‘ite rolled and
finished steel capacity. 614,796 tons. : '

The Craman.' All iof whith indicates that the Steel Corpora-
tion at no time'considored that it had any excess postwar capacity

My. Manson. Yes; this goee to show that if the United States:
Stesl Corporation at any timo considered that the additionsl
capacity installed during the war repregented eny loss to them what-
aver, they have increased that loss progressively !ﬁ'ear by year, right
up to the present time, by installing the additional capacity to which
I have just called your attention, + - ° AR

“Tho %nAmmx.’ Have you reduced that to percentages, or have
you just got it in tonnages? : SR - .

"Mr. Mawnson. I have not had an opportunity to reduce it to
percentages. K : : . o :

The Craipman. So as to be able to visualize the whole operation
of ¢he Steel Corporation, I wish you would@ reduce that to per-
cengg:s, in order that we may get some ides of what the per-
cen 18, .

Mr. Manson. I might be away off, but I should say it would be
about 10 per cent. - : : oo :

Senator Warson. Did they menufacturo to the limit of their
capacity during the war period? .

r NgoN. In 1916, they manufactured in excess of their
capacity. Whet X mean by that is that b%ooverlowing their equip-
ment and by extending the hours of lebor beyond normal, they
excesded their rated capacity by a small margin. -

Senator Wamson. And until what year did they keep that up—
until the close of the pariod you are referring to?

Mr. Manson. No; by no means. It is apparent from the figures
that the overloading in 1916 was so great that their ca(;mcity roke
down and the drop off in 1017 and 1918 is very marked.

Senator Warson. In actusl production?

Mr. Manson. In actual production.

The CuammaN. Even though we were in the war? 4

Mr, MansoN. Even though we were in the war, but I would call
the Senator’s attention to the fuct that the price of steel, when it
came under Government regulation, dropped.

Senator Wamson. Yes; I remember that, - ‘ 4

Mr. Manson. All of which goes te show that it has been the policy
of the United States Steel Corporation from the beglgmng to take
sdvantage of the high prices at all times to make their production
a minimum, even though it exceeded their capacity and broke down
their equipment, when the price was high; I say that any policy of
amortization which: bages the  requirements of the United Steel
Corporation upon averages ignores the very policy of the United
States Stdel é:)orporation which they themselves have determined
produces for them profits. Co : o

Senator WarsiN., Do you know how much below capacity they
opersted in 1917 and 10181 :

’



INVESTIGATION OF 'BUREAU OF INTEANAYL NAVENUY 1098
Mr. Mansom The figures contained in Tabie 1 will sh{ow;thge;'da

woll as the charts which'lis bofore the Senator. -

.S:ixawr Warsow.i Yes, I was just wondering if you had it in your
ml“ By, . L . [N PN o ' N L

Mr. Mangon. No; I have not it in mird, but I can get that for you
{rom the charts,” - - o ol e T

In 1916 the pig-iron capacity of the United Statss Steel Corpors:
tion was 99.5 ‘per, cont of ite production. In other words, its produs-
tion excoaded capacity by one-half of 1:per-¢ent. choe

In 1917 its capacity was 115.7 per cent of its production.  There
was a margin of 15.7 per cent between capacity and production.

" In 1918 its' capaoity excesded fits production by 116.4 per cent.
There was a margin of 15.4 per cent. -~ - o .

Now, I do not mean to say that that margin betwesn capacity and
production was not required. It -is.my owit gpinion, from what
gtudy I have given to this case; that a part of that mavgin, at least,
is due to a break down of capacity on acocount of overloading in
1918. For instance, there is one way in which you can wipe out this
margin between your capacity and production, and that is by de-
ferring maintenance. Suppose you have a battery of six boilers, or
you have a battery of ‘six furnaces, one-of which is supposed to be
closed down all the time for repairs—to be cleaned, and so forth.
Instead of closing that down, you keep it in operation. The accumu-
lated deferred maintenance finally results in the complete brenkdown,
and, for that reason, you can not always measure capacity by pro-
duction. There ie always bound to be, ih any plant, a marked
decvensed capacity and production, due to {hat very feature alons,
{}n addition to the margin which is due to the irregularity of the -

uginess, - .

Where you have a.steady demsnd, month in and month out, or
where your business is such that the filling of your orders can be
deferred, so that you can carry the peak of one month over into*the
slack of the next, you can approach neaver to capacity; you can bring
your production line nearer to capacity than you can where your
production is necessarily irregular from month to month. Where
your plant is perfectly balanced, with but one product, like the Ford
plant, for instance, and every machine in that plant has & certain
service in relation to another machine, so that 100 per cent produc-
tion in one machine will give 100 per cent of raw material for an-
-other machine—where that is possible, your production line can
approach nearer your capacity line than in a case whers you manu-
facture several preducts, You may have no demand for one of those
products during one period. Therefors, your production with re-
spect to that product falls off, though you have to have the equip-
ment to produce that product, if you expect to meet that trade.

I have often used an expression with reference fo this whole
-amortization question which, in my opinion, ﬁoes to tho. very seat
of it; that is, that you can not use half & lathe. You may need a
lathe in your business; you can not conduct your business without
‘that lathe. At the same time it may not be necessary for you to use
that lathe over haif time, But it can not be said that: that Iathe has
<only 80 per cent value in use because it is only used half the time.
‘You can' not get along without it. The mere fact that you have it
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horay($he mioreiifuct thek Kb.ie teadyito-be used) the mane fack that it
Is esgentinl to_your businpsm, amakes:iti nepessaty fon.you.ito. buy. a
-thloi]sloﬂ;w pmqa%(m&bmwinowm;bq Rex cen¥/of 4 lathe;
that is typical of a great mauy things in the menufactaring
Wgeldn bed o i Yo i e o0 s nan s b e s
senator V180N, Lot me ask you this question:. Sn pose. the
Un 'Stgtmfs‘ke%,l(}qrwntmn, overuspd. aud. overworked its plant
t in the next year, 191

in 1916, 50 the 7, they prodused.20 par cent Josa,
What fmg that to dp with this. pmiﬂemyof: taxation \3: xelated to
anﬁzatlo;ﬂud L . . t, Vi vl‘". “f

. Maneon. . § . will come to that later— * - . ... L
. Senagor. Warsox. That is the question X.wanted to .ask, but I'do
not want to interfore with the thread of your digoussion at all. If
you will come to that later, it will be all vight. R
; ,Lﬁ.;,ngm,.I,‘am,.Very.pleased to.have. the Sensator. ask me
any.questions. , It does.not, discohcert me at,all, . . .. .. ..
-+ Sepator ‘Warson, Well, I hope not; but I did not see what that
,w‘(‘%pld‘havg.,to,do with the question of taxation as related to'amorti-
zation. . .- .0 T : S
.- Mr,: Mangow, It has this.jo do with it, that it has heen made
the basis by the Income Tax,Unit of determining what loss & manu-
factorer has suffored by reason. of the fact that he is not able to
use all of his machinery to its full capacity. ‘That is matarinl here,

it is the very. b

Senator, Warsow. Did the United States Steel Corporation. claim
that because i,heiy d1d nat manufacture to capacity, they are ontitled
o amortization T S o

, MANSON, ! id concede, that there was a margin in their

Co ~ did
claims. They 'conéed%& t%at there was & margin between production

f.ri?es.lege

and capacity which necessarily existed. They conceded that there

was & margin. between the two which necessarily existed, They

.made the spme claim that the engineers have allowed. They claimed

that that margiu should be applied to the production in the postwar
riod; in other words, they conceded that they needed more capacity

pe ; .

in the postwar period than would be refiected by their production

ime, . .. L T L

Senator WarsoN. On that, they added amortization? - .

Mr. Manson. Yes, siv. . o A
anng:ittg)r..WA’rsaN, Was that the basis on which amortization was
atlowe . . o . . o

Mr. Mawnson. That is the basis ulpon which it was allowed.

. Senator, Warson. That.js what wanted to get at. - W

.,'Mr:.-QMAN,soN. Y283 but what T wanted to call the Senator’s -at-
tention to is this, that: what I have just shown by the use of this
chart G.is that thig maxgin which they added ta production was only
to take up %e slack from: month to month or within ong yeg;n, that
it i&»mg Wificient, to provide for the additicrial margin” which is
,mumi A% you, ai‘g g p;ni"t% tpakq care of the demand in peak years,
a3 0 the case o2 and 1923, T T LT
*, 'fnh&v.e, -J;u'ﬁt'q own; from this chert that an avérage capagity,. sr-

§ by averaging production ‘for 1921, 1692, and 1923, in this
hypothetinal, caze, 34d adding’ 20 per cent, which is the #verage
o'g ’Zﬁq °7Ffaf’sf’»<.°-f cmﬂg&y;pgqn-' raduction. during those three years,

C

‘will 'not take ‘care of actual requirement during the peak year.
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Tw:other: words, whsnfour mdegin lofr dapecity (over/prbdustive: is
only sufficient: toitulser cade -ob the: diflerence betwoos (capacity! snd
produotion' froih monthi b moktthy: ib jiv-ndt- sificient te thle1ébre
of: thvs 'diffedonce. betiween thd uction inia aledk yest:wnd. the
produedion inw wﬂgear.'.lbt at oledr¥lovoi oty otien ne naba
.Bénstor Wasson- 1 get. your idea; Yes. dn:1 1916, you ssid’ that
By overworked-their! plant so:that 1t broke down. T'am sssurhin
ghat 'you: mean: by thdt: thet some oftithe: dnachinery beoame practiv
cally: weoloss for ‘the: timo bajng,u,, R T Y BRI R TR R RITIRTL X
coBys MANSON e, i i v a0 o s taly st b e s
Senttor Warson. Are: they entitled to amortizatién?. . e
ot Mr. Manson: /Booaube of that fact® e b wol To te o e e
Senator Warson. Yes. . - wop s etat ol
. Mr; Manson. No, . Thet question does mot enter in‘herey ! i
Senator: Watso: Well, I'am just asking for my own information,
- Mrv Blanson, ‘Noj it does not enter in ‘here.. The only »easod I
mention that is this: The engineers, in this caso, have left outiof
consideration the year 1016 in determining the:average jof -that mur»
glmbetween!pmduetioh' and capacity. . I maintdin that they should
ave left it outr - The excuse they :offer:for not reopening this ease
when they found that their estimates -of production for 1623 iand
1922 ‘werdé away below the:actual production, is that if:they did
reopen it and determined their amortization upon the basis of the
actual facts as:they-then knew them: to: b, instead of on'the..basis
of facts as they had assumed thom, 4-year and & -half before,-the
Steel Corporation might come in and s:av that they should. sise the
year 1918, which, as I have just explsined,'was ra entirely dbnormal
;i%ar, in arriving at the difference between production’ and capacity.
1at is the only place in this whole matter wherd that question is
at all material. S AL P TAL L N R
Senator EErnst;- Mr, Mdnson, ¥ could not be hete at the opening. of
the pession te-day, as I had an appointment at thé' White House, I
would like to' know for what purpose you are now .taking up”she
R TR % 7

aase' of ‘the United: States Steel: Corporationd - - R RY
Sonator Waraon. X' want to suy, for the record, that the. other
embdrs of this ‘committee belong to the Finance Committes; und
that eommittee’ will ‘hiave not to exceed, I think, thiree meetings at
this session.« They have a meeting to-day at:10.30; 'whith is very
important, and. X am compelled now to leave and go to.that meeting.
- Sonator. Ernsr. ‘Why not postpone this meeting:? o - - o
. Senator' Warson.- And ininddition to tha¢, Sonator Ernst, Senator
King, and I are members of the Muytield subeoimmiitee,/which meets
every morning, practioally. They ‘are not: meeting’ this morning,
but we are compelled to be in attendance on that committee part of
the time.” We hope to-close the hearings: definitely on Thursdayy so
that hereafter -we' can devote more time:to this committee. - I am
explaining my'absence heretofore and when I may be absent in the
future, in order that it may go into the record and be understoad.
. The CnarmaN, That is all right., - I
Senator Ernst. As 1, too, shall have to leave the meeting shortly,
I would like to have my' question answered, Mr. Chairman. ‘X want
to khow why we are taking up the case of the Steel Corporation.’
‘Mr. MAnsoN. T will restate it for the benefit of the Semator. . .-
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. Senator Enner.. You need not do that on the:vecord a second tims,
but X.wonld lika to kriow. why Fouvhaw,se!ected,ﬂlisicase,i TP
- Mr, Maxeon, Inthe figst place; the engineers called thiscase to
my attention; How they gotionte it X do not know. .. They told: me
what questions were involved .In it, - It was not:in my mind as'a
oned to be taken up,'but when I wasd told what questions were.involved,
¥ solected it for two reasons, one being thas.the casé wae not finally
closed; in other words, while amortization had been'determined, the
whole question was open, and if the Government was: goirig>to lose
any money, I felt that that loss might be stopped ‘before it was oo
late to do so. The other reason was that this'case is the best illus-
tration X know of of how the gonerdl subject of amortization has-heen
handled in many cases, . ' CE

Senator. Ernst. Is, your-engineer of the opinion that the case
has been handled correctly or incorrectly by the Government?

Mr. Manson. :He is of the opinion that the Government has been
handling it incorrectly in certain particulars, and X will point those
out in just & moment. - S
* " Senator  EnNer.: And you are teking up those features, so as to
call the attention of the committes to them? . Is that the point?
© Mr, Manson. That is right, , ‘ T o
- Senator ErneT. I just wanted to know why you were taking up
this particular cass, : . .

The Cumairman, Mr, Manson, you did- not tell the Senator- that
this ::epresents about 45 or 50 per cent of the steel industry in the
country. . : S

Mr, Mavwson. Yes; it does.

‘The CHamwaaN, And therefore it is important,

Mr. Mangon. Forty-four per cent. - .

The Cuamman. Forty-four per cent.

Senator Ernsy. I am sorry that I have to go now. :

Myr. Manson. When we got off the main track, I was discussing
the increase in the.capacit{oof the United States Steel Corporation,
which had been brought about by postwar expenditures. . Wo bave
sogregated items running into several millions of dollars upon -
which ameortization, due to loss of value in use, has been allowed,
and which we have found have been duplicated since the war. We
have not had the time, nor the force, with which to check up all of
these dt:flicntions, but we have found many millions of dollars
oxpended since the war to increase capacity by adding facilities
which are used for exactly the same dpurposes as the facliities upon
which amortization has been allowed. ‘ o

‘My next objection to this formula is that it ignores the salvage
value of the amortized property retained in use; in other words,
property is found to have a value in use of 80 per cent. That
property might have a salvage value of, we will say, 20 per cent,
and the taxpayer is allowed 80 per cent of the 100 per cent of
the postwar cost of reproducing that property, and there is no
deduction made to represent the salvage value of the 20 per cent
which 'is amortized. - :

I have a case in mind which illustrates this objection, . :

During the war p}:ariod, this taxpayer purchased 180 standard-
gauge cars, upon which it has been allowed 20 per cent” amorti-
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zation for. loss of value in use. ; Assume that the: postwer. cost. of
mﬁmducing these cars would.be $1,800 each. -The reason I have
‘taken the postwar cost is becsuse I do not want to complicate this
- illustration with a matter of tho difference betweon the war cost
and the postwar cost, which we conpede they are entitled to. ... -

: At $1,600 each the. postway cost. far those.cars would be.$304,000.
The taxpayer has been allowed 20 per cent amortization, or, $60,800,
and it still has 190 cars. If the 190 caxs ere 80 cent in use, 152
cars 100 per cent in use will serve the purpose of the 190 cars. Not

- needing the 38 cars not in use, the taxpayer sells them for $1,000
dpiece. .I deem that thet would be a fair proportion. Jt is s well
known fact that after the war wo had e period when the shopmen of

-the railways throughout this countzy were on strike, and every rail-
10ad in the cuuntry was in need of cars, and there would heve heen
no trouble in the Steel Corporation selling 38 cars, if they had any
desire to do so, at that figure or more,. : ey

Selling 38 cars at $1,000 apiece, the taxpayer receives $38,000 for
the cars, end as the cost of those 38 cars was $60,800, his loss is
$22,800, for which amount he receives amortization. Thus, if he
sells the surplus cars, he receives $38,000 amortization less; than if
he keeps them, and he is short 38 cars. . oo

Determining the wvalue in.use of facilities by comparing the pro-
duction in two, periods, he ignores the fact that in ene period the
production may be due to overtime, to- deferred maintenance, to
overloading equi%ment, or to bringing into use facilities carried as

. veserves to meet brealtdowns, . : .
This formula ignores the comparative useful life of several pieces
of equipment, the total capacity of which is the basis of comparison.
This formula asswymes that the entire plant which is being aver-
aged consists of pieces of equipment all of which huve identically
the same useful life ahead of them, and all of which have the same
eficiency~—and that is something which can not be indulged in.in the
case of the United States Steel Corporation, because 1t is & ‘well-
knownx fact that buck in 1801, when the United States Steel Corpora-
tion was organized, it consisted of an.aggregation of old plants,
many of which had been in operation for a greet many years,

The policy of the United States Steel Corporation, as will be
found by analyzing their inventory of plant equipment, shows that
they have not increased capacity by the addition of additional plants
and by adding to the number of the major items in their plant in-
ventory ; but that from year to year, as the old equipment lias wern
out, or has become obsolete, they lzlave _supplanted old equipment
with new equipment, more modern in design, more efficient, and hav-
ing greater capacity. So that while the plant of the United States
Steel Corporation, taken as a whole, to-day represents about the
same number of major items as it represented 13 or 14 years ago, .
which is as far back as our figures go, there has been a vast increase
in capacity and s vsst incresse in production. There has been a
marked change in the plant, but the change has been due to the
replacement of a piece of squipment which is the last word in pro- -
duction efficiency for a piece of e(l‘uipment that is worn out. .

During the war, in pursuit of that policy, blast furnace No. 4 in
one of the Carnogie Steel Co.’s plants was rebuilt. The value in
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taséhusbeoit dbteritiell tobe80 per-vent, and R0 per obnb Amortize-
vtith hedobeen sltbwed; amwhiing Lol 30077+ - ) nninhiie
“UITHIR0g0y blust furnwce Nop s inithe same g)lant;xaml'in ‘1022, Hlant
Ifurniked N, 8rin the samal!plant ' were: rébuilt; ‘The depreciation
rate -0n bla farnaces is somewhere betwoen 4 and: & iper cent, and
T wilt-agsutne) for the' parposds ‘of 'disoussion, ithet the udeful.life
' bf blast'furntéen i about 20 yeare, oot o v it
2G| Flere 'ib the gitydtion that we had inithat plent duridg the ‘war,
)One bldst 'fukndoe caw no longer boused, ' b Tl
Ty myat be ropldeed. @ It stdndd 'botween two others!’ Oneof them
Lhis one 'dore year: of useful life,iand the othér has three. . Fhe
méddl¢ fiandee'is rebuilt;isnd when it is rebuilt it is & brand new
‘furntite ' At:the olose of the amortization peried, that furnace hag
20 years of useful life ahond of it. Furnace No. 3 alongside of it
‘in’aboiit gonel- It 'wab not torn down until 1920. It has a'capacity,
and although that furnace can’be ‘used at theé most one year, ahd
e prodice w the most 50,000 tons of metal, it is given the same
“value iti) ush ‘atdording to this formuls as the: Brand new furnace,
. 'which has a 20iyear-life ehead of:it; and if it has the same annual
 capaoity it is ¢epable of producing a million tons of metal. "
submit that the value of equipment in the business of any tax-
‘payer'depords not'only upon the amount of product that that pisce of
equipntent ‘oan’ produce within a' given ‘period; hut alsv. upon the
"length of 'the useful life it has ahead of it. - ™ e
v o illudtrate that same. thevry with & rather homely: illustra-
tion that occurred to myself the other day. ' X leoked at'my shoes,
. gyicd (T thought thit they had about two or three weeks to go, and it
“'was it for e to buy 'a-new pair 6f shoes. I bought'a new pair
-~of shived."’ They ¢ost ine'$14.50. ' I ‘chn still waar the old shices, * Ac-
~condinig 'to"this formila my new shoes for whioh X paid $14.50 last
“Saturday, have d value in use to fie of 50 per cent because I cin
‘gﬂill‘wear'ﬂxé' old 'shoes. - ‘But T ¢nly have one pair of feet for two
~paird'of ghoes.” If to-night I should give away that old paiy of shoes
or itr them up, then my ttew shoes immediately have n value in
“ze of 100 ffler-"cbnt; ad to carry this formula to its logical con-
clusion’ Al 1 'héed to do to make $7.25 to-night is to burn up those
.old' Bhoes., < v o e .!" o .
This'foriula ighords the differerice in the efficiency of facilities
in etermining their value in use.” The efficiency of a facility is the
‘thing that tiikkes profit.: Inefficiency of facilities is one of the things
¢hat causd losses in business, "A manufacturer had a brand' 'new
‘facility, which'is:the Inst word: ineconomical operation and in clieap
productiéﬂ.',"ﬂlonf,’side of it is another facility, the operation of
“ whicl' j9 b expensive and 3o ineficient that he can not afford to use
' the'sécond plece of michinery at alljexcept when prices dre‘so high
thiat ‘operating’ cost 'bécomed ‘immaterial. Yet under this formula
" the capadity of these twd pieces of machineryis averaged in de-
" termin n"g the 'value in use op the new equipment. If those two
pieces ot machinéry were of equal capacity. the new piecé of ma-
chirery would réreive & value in use of but 50 per cent, notwith-
‘ s}tfndipg' the Tact that it'might be the: only piecé of nirchinery in
“tHe shop bf that manufacturet 'which” e ‘tould"afford to opevate
‘undei 'normal toriditions. Fl& might be gtill helding 'his old piece

D
i
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of machinery to meet & breakdewn in the new.machine. 'He might
be holding it to meet an abnormal condition when prices are high.
Ha ‘mi%hz intend to supplant it the minute that.he has the capitel
available for doing so, and yet, although the new piece of machinery
is absolutely essential, and is, in fact, in operation 100 per cent of
the time, though he ¢an not get along without it, and although it is

.the one thing upon. which he is. dependent to conduct a profitable

business, it would rececive s value in use of 50 per cent, because he
had in his plant another machine of equal capacity, but.which he
can only use upon speciel accasions. N A o ,
'I'tm"éumu.m. would like to ask you at.this point how you
distinguish -between percentage in use and value. in use. “As L get
your argument, it is entirely devoted to the question of value in use,
though, at the inception of the argument, I understood you to use
‘percentage in use. When you say - ¢ percentage in use,” are you
yeferri?ng to percentage of capacity in use, or percentage of vaive
‘in use T ‘
- Mr. Mawnson. All that I am discussing is the matter of value in
use. That is the thing that determines whether or not the taxpayer
hes suffered a loss. :

. » The Cuamman. But is that the theory on which the bureau ap-

proached amortization? C
Mr. Manson. No; the bureau approached amortization upon

- percentage in use.

The CrrairmMan. Yes; and you contend that they should not have
tsken solely the percentage in use, but rather the value of the per-
centage in use?

Mr., Manecon. The value of the percentage in use.

For instance, I contend, in the case of those blast furnaces, that
in the year 1919, when blast furnace No. 4 was a brand new furnace,
and had 20 years of life ahead of it, when furnace No. 3, or furnace
No. 5, had only one year of life ahead of it, and the other furnace
had three years of hfe uhead of it, if you were going to use this
formula, you would be bound to at least multiply the percentage
in use that you give to the new furnace by the number of years of
useful life. In other words, you would at least muitiply the per-
centage in use that you give to each of these furnaces by the number
of yeurs of useful life ahead of it, in crder to determine their value
in use.

Permit me now to call the committee’s attention to the fact that
while $163,568,382 was spent during the years 1916, 1917, and 1918,
for capital expenditares on plant, $167,660,994, or $4,000,000 more
then was spent during the war period, has been spent since the war
for improvements, additions, and the kind or replacements which
increase capacity and reduce cost. . .

Under the engineers’ theory of giving all of these facilities
the same value, regardless of their life and regardless of their efli-
cioncy, that $167,000,000 spent by the Steel Corporation since the
war 1n money which is added to a loss of some fifty-odd million,
which the engineers maintain that the corporation incurred as a
result of their war expenditures.

92010—25—p1 T—-2
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v T would now: eall the continittes’s nttention bo' the fact thap ;“dﬁl
not the: only gne who-ohjests to:the' use of this formuld: 3“9
formule is especidily condemned by 'the in¢ome tax ruling No: 21 i,
contained in Internal Réveénus Bulletin No.: 44, 'volutib '8, isdudi
November 8, 1024, +.v - -+ i T e b A
I mfervgd to this ruling in connzction with the Berwind-White
case, and it so on'all-fours with the United States Steel Co., endo
in svery parlicular that I deem it proper t6 read it in'full to the
committes at-this time. (reading:) " - - I :
In determining the value in use for the purpose of the amortigation de-
duetion claimed by the BI Co. the Income Tax Unit has used as a basiy the
hours of labor or maciiing hours-in the enmtire business, on the theory ‘thht
such & mathod truthfully reflects the use to which the equipment is being. put.
I would call the committes’s attention to the fact at this point
that the only difference between the facts involved in the ruling and
the facts in the Steel Co. case is that in the facts involved in the
ruling they determine the usefulness by considering the hours of
labor or machine hours, while in the case of the United States Steel
Corporation they considered production. Tt is' manifest that either
hours of labor or machine hours are readily translatable into pro-
duction, and that, as a matter- of principle, there is absolutely no
difference between hours of labor, machine houts, ahd profiuction,
unjess, of course, the machine hours or the hours of labor or the
products are confined to the particular facility upon which amorti-

i

zation is claimed. @ ° -
Proceeding with the niling: : " : ‘

“This basls, however, dves not determine the value. in use of particular
assets or equipmeitt, Ii none of the factlitles or equipment are, undet post-
wdr conditlons, useless, but are in actual and economic ure to thelr ordinary,
normal capacity in postwar times, tlie value in terms of use Is not reduced.
it 18 not necessary, however, that such facilitles or equipment be operated
for the number of hours per.day or be operated to the full capacity by over-
time work or continuous shifta as was required duving the war in order to
hold that such equipment or facilities are belng fully used or required under
postwar conditions. ° ° S . _ s .

If, however, facllitfes required for the purpose of producing articles con-
tributing to the prosecution of the war ‘are "befng used to ‘the. eapmcity
ordinarily ‘expected or for which designed and are needed In the business to
that extent, no reduction in value In terms of ure is shown. Even if the
value in use of certain facilities conld preperly he determined by the numbsr
of hours of Iaubor, this method could only apply to particular facllities
affected. The number of hours employees worked on certaln machinery ‘or
equipment would have nc bearing or cornection with the value in use of other
facilities: or. of warehouses; buildings, or other. spesific facilitles wherd em-
ployees did in fact work full fime or have longer hours and which weye. belng

. used_ to full, normal capacity, although throughout the entire enterprise the
"hours'of labor were reduced. S o .

In determining the’ value in use It 18 necessary to' determine sach:value as
to the specific facllities erected or acquired for production of articies contrlb-
uting.to the prosegution of the war, and in doing so it.must be defermined,
fizst, whether the specific facllitfes are heing used.to thelr full, uormai
capablty, and, secohd, Whetter siich eapacity’ i needed for thé postwar busl
tiess; - T all’ of the property Is required to be used to-it& ordimary, normal
capliclty In postwar. times, certainly, merely because pehce-time business:did

_ndt_require the lpug hours and evertime as.were required-under, wari congl-
tions, 1t could not be held that the facilities did not have a8 great vta_lug in
use as durlng the war perlod. In such caseb, however, ‘article 184 of 'Regu-
Iations 62 provides that in no case shall the value in uge bo greater than the
replacement value, The value in use being 100 per cent In such cases, the

deductlon should be based upon the replacement value of such faclitles, |
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Tt aleo 'Appears in thikicass thdt the: tixpayet dowgtrudttmd addltions to ls
plant in 1019 and 1920 which were mory ?gtequﬂilwu\1 its war-tite addittons. -

Exaotly as the United. States Steel Corporation. has, to. the ex-:
tent of $41,621,794 in 1019, $87,677,520 in 1920, and $36,868,523
in 1921, after excluding any amortization which we' concede should
be allowed, from thoso figurés. . ' .°

The dusiness during these two postwar yenrs exceeded the war business.”
In determining the value in use of facliities or equlpment, those acquired dur-
Ing the war years shail not be conslidexed t¢ have been réduced in value
in terms of use where the taxpayer acguired in post-war years additlonal
fac'litles and Increased capacity of its plant, unless it can be satisfactorily
ghown that the facilities acquired during the war years were not of proper
type or as capable of economic use in postwar times as the new facllities.
In other words, when a taxpayer has and uses in postwar years not only
the facilities acquired during the war but additional facilities subsequently
acquired for the same uses and purposes and of substentlally the same
character as those acquired durlng the war years, it Is prima facle evidence
that any reduction of value in terms of use of the war factlitles was caused
by the overexpansion in post-war years, and not as a result of facllities not
being ugeful and needed to full, normal capaclty for pest-war business. In
guch cases it could not he sald that the war-time facilities were reduced In
valye In terms of use, If the tagpayer has a warehouse which he erected
dnring the war years, and' postwar business demands required the erection
of another warehouse of similar kind dnd capacity, and the one erected
during the war times was not uged to full capacity after the amortization
period solely because of the subsequent erection of the other bulldings, no
reduction in value in terms of use {8 shown.-

That exect language can be ttag:ipll'ua(i to the case of the three furnaces
that were rebuilt by the United States Stee! Corporation,

Such a situation was not contemplated by the statite or ‘the regulations
made pursuant thereto, The fact thut additlons to plant and facllitles of
substantially the same kind, character, and use were made in postwar years to
0 greater extent than during the war years prima facle establishes the fact
that the war fachilties were just as valuable In terms of use for postwar
buainess as during the war, Unless it be shown that after the amortization
period the war facilities were to a certain .extent not needed, no reduction,in
value in terms of use is shown. o

In my opinion that is the very crux of the whole smortization
question. : . .

Take the case of the lathe that-I mentioned o little while ago.
You may have use for it for only 50 per cent of the time. You
may have alongside of it another lathe that has exactly the same
capacity, but because of physical conditious or operating efficiency
you can not profitably use it, and therefore you need the lathe that
you put in during the war period, If you need any in your busi-
ness, it has 100 per cent use. If you do not need the full thing—for
instance, if your facilities are dividéd into a dozen items, and you
only need 10 of them, then you have an excess of capacity.

Clearly this is what Congress bad in mind in enacting the amortization
yovision.. In cases, however, where the value in terms of use had not been
educed, the regulations provide that the value in use shall not be greater than
he replacement value, The deduction would therefore he conflued to the
lifterence. between the cost of the facllitles acquired during the war years
nd the replacement value thercof, Since the taxpayer had no Government
ontract of subcontracts, and ueither produced'nor. sold articles to the Gov-
rnment or for the use of the Government, it must be held that it was
roduclpg articles contributing to the prosecutlon of the war only from April
, 1617, to November 11, 1018, The Inceme Tax Unit has properly so. held in
he adjustment of thls case, R : : .
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However, it appears that a portlon of the equipment or facilitles was
erected or‘a%t;lrod by the taxpayer after t>i expiration of this period. In.
cases where the taxpayer had not commenced the erection of such facilities
during the above .period and had incarred: no actual expense tn connection
therewith, he shiould be Hmited In his amortization deduction, if any, in so far
as such additions, equipment, or facilities are concerned, to the liguidated or
compensatory damages he would have been required to pay in the case of the
cancellation of the contract or contracts for such additions or facilities. He
bad the option to carry out the contracts and acquire or erect such facilities-
or pay damages for cancellation thereof. If he chose the former, he should not -
be allowed any greater deduction than the actual amount he would have heen
required to pay under the latter alternative. Other expenses over that amount
were not of necessity incurred. This does not apply to cases where the taxpayer
had carried such equipment facilities to such a degree of completion that it
would have been an economic waste. not to complete them, or where amounts
had actually been pald out, or work progressed to such a state that good
business judgment would have required carrying the contract to completion. ..

The Cuamman, Have you finished with that ruling?
Mr. MansoN. Yes. . R L
The CuamryaNn. The Senate convenes at 11.50 this morning for

memorial services for ex-President Wilson, and I think we will have

to close a little earlier to—daﬁ ‘ ,. . S
I would like to ask Mr. Hartson and Mr. Nash to hold up any

settlement of this case until we have threshed out those differences

of opinion as to amortization. : ’

Mr. HarrsoN. Yes; that is in line with the suggestion that the
Senator made the other day with regard to all cases. ‘That has been
carried into effect now by Hro‘ er instructions from the cqmmissioner,
that none of these cases which have been mentioned here in any way
shall be closed. .

Mr. Davis, I might say that that is covered in a communication,
under instructions that I got fiom the committee to request the:com-
missioner to do that. '

 The Cramrman. I would like to ask Mr. Manson at this point, and-

I would like to have Mr. Hartson note it, whether he desires to

go into these details, or whether Mr. Hartson desires to hear them,

or whether Mr. Hartson or the bureau Jesires to take it up on the
issue raised by Mr. Manson? :

Mr. HartsoN. That same thought, Senator, was going through
my mind. I think it would be unnecessary, in view of Mr. Manson’s
statement in this case, which has been very comprehensive, although
he has not yet completed it, to, in & sense, prove the allegation which
he said could be proved by his engineers, who made a search of the
record. - I think we coula save time, after the conclusion of Mr.
Manson’s statements, by having the bureau produce such witnesses
as it may have in order to explain to the committee what has been
done and what m%ght properly be done later on. :

Mr. MansoN. The only thing I wish to say in that connection is
that I have some tabulations of figures which bear out the state-
ment that I have made, and I believe that those ought to be put into
the record. I do not think there can be any dispute about them.
They are all taken from the records, or supplied to us by the engi-
neers of the Income Tax Unit. - - ' :

The Cmairman. Have you any further extended statement to
make in connection with this case? =~ . S S

Mr. Manson. It will take me about five or six minutes; that is all.

’
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The Cuairyan. We will leave that until to-morrow, then. In the
meantime, you might show the bureau these exhibits that you want
to put in. :

Mr. MansoN. Yes.

The Crairman. And if they have no objection, we will put them
in. If they have any objection, they can state them. '

Mr. Manson. Yes.

The Cuamrman. Me will adjourn now until 10 o’clock to-morrow
morning. .

(Whereupon, at 11:30 o’clock a. m., the committee adjourned
until to-morrow, Tuesday, December 16, 1924, at 10 o’clock a. m.)
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TUESDAY, DECEMBER 16, 1084
. UxiTED StATES SENATE, .
" Sevecr COMMITTEE T0 INVESTIGATE ~
THE BUREAU OF INTERNAL meurb
o o ", "Washington, D. C.
' The committee met at 10 o’clock a. m., pursuant {o adjournment
df'esterdays._ Congens (brs R ,
. Present: Senator Couzens (presiding). = e
. Present also: Earl J. Daygs,' Esq., and L. C. Manson, Esq., of
counsel for, the committee. P

Present on behalf of the Bureau of Internal Revenue: Mr. C. R.
Nash, assistant to the Commissioner of Internal Revenue; Mr. Nel-
son 'i': Hartson, solicitor, Bureau of Internal Revenue; Mr. S. M.
Greenidge, head engineering division. e
- The CrarmaN. You may procéed, Mr. Manson, with your state-
ment in the case of the United States Steel Corporation. -

Mr. MansoN. Mr. Chairman, when the committee adjourned yes-
terday, I had just finished readingvthe ruling of the department in
the matter which was decided in Volume 3, No. 44, page 6, of. the
Internal Revenue Bulletin, s _

That ruling, Mr. Chairman, is the only official ruling which. hag
ever been laid down by the (iegartment. It is the only means of
guidance that any taxpayer has as to how his amortization allow-
ance shall be measured unden those conditions.. Some days ago,
when that ruling was referred to, the solicitor made the remark
that that ruling did not have the weight of a Treasury decision. . It
strikes me that it is immaterial whether that ruling 1s to be given
the weight of a Treasury decision, because it is the only ruling and
the only means of guidance which has ever been handed down.

‘If this law provided two means by which taxpgyers similarly
situated could receive relief, one of which would afford to certain
taxpayers relief under the rule laid down in this ruling, and :the
other of which would afford to other taxpayers relief according to
the rule followed in the Berwind-White case, and in this case the
law would Le clearly unconstitutional, because it would not afford
relief to all taxpayers, similarly situated, in identically the same

way. , S
-. 1’1’; strikes me that it is of far greater importance that the adminis-
tration of this law should be uniform than it is that even the law
itself should be uniform. Were this law itself not uniform, it bein
public, it would be open to attack. . Everyone would know its lack o
uniformity; but under the secret method. with. which' the law is
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administered, no one knows, unless they are among the initiated and
know that there is one rule under which the initiated, those on the
inside, those that know how that business is done, can secure relief,
and another rule for the public generally.

Heretfore, I have addressed my remarks to our objections to this
formnula, #¢ such, .t f 0 e LT e e e

I now wish to take up our exceptions to the factors which have
been used in the application of this formula to the determination
of amortization in the case of the United States Steel Corporation.

As I stated in the opening of my remarks, the engineers rejected
the production for the years 1919 and 1920 as being abnormal. They
used the actual production for 1921 and for part of 1922, estimating
the remsinder of 1922 and all of 1923, =

I would now call the committee’s attention tc the variance
between ‘the estimated production upon which amortization in this
case is baséd, and the actual production, taking the three primary
products of the company as the basis of comparison. - L

In 1922, the pig-iro1 estimate is 946,779 tons short of the actual
production. In 1928, the pig-iron estimate is 2,579,877 tons short
of actual production. , ' ' ‘ ‘
- In 1922, the steel-ingot estimate is 843,560 tons short of actual
production, and in 1923 the steel-ingot estimate is 3,330,552 tons
short of actual production. ' '

-In 1922, the estimated production of billets, blooms and slabs,
is 2,998,949 tons short of actual production, and in 1923 the esti-
mated production of billets, blooms and slabs is 4,842,065 tons short
of actugl production, '

On January 24, 1924, the matter of the difference between the
estimates, upon which amortization in this matter was based, and
the actual production was brought up in a conference, the report of
which is mgﬁed. by J. C. Keenan, assistant chief of nonmetals sec-
tion, J. C. Hering, conferee, H. A. Whitney, engineer, and C. B.
Newbury, engineer. - ~ :

Let me say at this point that the H. A. Whitney mentioned here
as one of those signing this conference report is the engineer who
determined the amortization which is being made the subject of
attack in this proceeding. It states in the conference report which
is dated January 24, 1924:

The purpose of the hearing was to determine the advisability of opening
up the amortization case of the United States Steel Corporation for the pur-
pose of reducing the amortization allowed the taxpayer.

The conferecs agreed that if the case were opened the probabilities were
that any reduction in amortization due tv increased production in 1923, would
probably be offset by a rebuttal of the taxpayer- to the effect that tiie bureau
disregarded, in its calculations for value in ase, the increased production
of the pre-war year 1916, which, if included, would materially have increased
the amortization allowance. , »

Without going into details——

The CriazrMaN. Let me interrupt you there. I do not get that
clearly in my mind. The taxpayer had no right to claim for 1916¢
~ Mr. Ma~son. He did not, but the point, as I understand it, is this:
That in determining this average margin which, in the case of pig
iron, was 131.8 per cent, between the average production during
the pre-war period and the average capacity during the pre-war
period, the year 1816 was not included in the years averaged. If
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the ‘yeiar 1916 had been iricluded 'in the years averaged, it wonld
have reduced that margin of difference between that pre-war average
production and the pre-war average capacity; and that inssmuch as:
that margin is the margin which 1s added 'in the postwer years'to
the estimated production, it would make some difference in the amount
which they-estimated as the necessary capacity. in' pre-war years.
In my -opinion, it would not make any such material difference as.
to offset the difference in these figures. - I have not figured:that
out exactly, for the reason that, in my opinion, it is- immaterial.

‘It is manifest from an examination of any of the charts of pro-
duction, which will be made a_part of this record, and which were
shown to the committee yesterday, that the year of 1916 is the most
abnormal-year in the entire history of the. steel industry. Its pro-
daction actually exceeded the rated cepacity, for reasons I stated
yesterday. - There is no reason on earth why the year 1916 should
be included in any caiculation as the basis for determining the
normal relationship between production and capacity. L
© Theroe are, I might say, three years out of the last fourteen which
are manifestly abnormal years—the year 1914, the year 1916, and
the year 1921, In determining the average relationship between.
production and capacity, thoss three years should be eliminated.

I would call the committee’s attention to Table 2, shown on this:
large sheet. That table shows the factors used and the methods by
which the bureau engineers arrived at the 80 per cent amortization,

If we -are to substitute the actual production for the estimated

roduction, the results are shown in Table 3. That table shows that
istead of having 80 per cent value in use we would have 88 per cent
value in use. The difference of 8 per cent there makes a difference
of 40 per cent in the amount of amortization allowed, because the
amortization allowance is 20 per cent, and 8 per cent is 40 per cent
of 20 per cent. ‘

I can see no reason for eliminating the years 1919 and 1920, in:
determining the average post-war production.

A reference to Table 1 will show that in the case of pig iron—that
ie the large table underneath the one you are looking at, Senator—
that in the case of pig iron, shown in the first two columns there
on that big table, the production of 1919 and 1920 is about the same
as in the pre-war years 1912, 1913, and 1915, and below the post-
war year of 1923. '

The production of steel ingots in 1919 and 1920 exceeded any
year prior to 1916, but was below the production of 1923,

The production of billets, blooms, and slabs in 1920 is about the
same as in 1912, 1913, and 1915, and less than in 1922 and 1923. The
1921 production of billets, blooms, and slabs exceeded any pre-
war year, but did not equal 1923.

The production of rolled and finished steel in 1920 was less than
in 1912 and 1913, very much less than in 1923, and slightly over 1915.
In 1921, the production of finished steel exceeded that of any pre--
war year, but was less than 1923, - 4

It thus appears that the en]gineers excluded these two normal
years, but included 1921, the only really abnormal year of the whole:
post-war period, : .

The CHATRMAN. Abnormal with respect to low production?

(™ | :
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.+ Mr. Manson. Low production ;| yes+-the. only really:.abpormal

year of the whole post-war. period,. for the purpose of determining
normal post'wll' Pl'Od.ll_O,tiOn. L R S N ST A Y YO N S I TP
The reason: for adopting:the capacity of 1921 instead of the ca-
saclty of:1919—1 am now talking about capacity—as the basis. for
etermining the excess of capacity due to war constryction: is not

‘appsrent. It is true that some war .congtruction may. not have heen

finished-and in operation so as to enter into 1919 capacity, but. dur-
ing 1919, $41,621,794 was spent for capital manufacturing plant
improvements, and an additional $37,677,329. was spent in 1920, and
$36,868,5623 in 1921 for this purpose. . o

thre appears to be no justification for adopting 1921, the capacity
of which had been increased by the expenditure of $79,199,123 in 1919
and 1920, as reflecting the capacity due to war construction. We sub-
mit that it is far more reasonable to assume that the war facilities
which do not enter into 1919 capacity are offset by the expenditures
made during 1919 for . facilities which . did enter into the ca-
pacity of that year, .If we are to take the capacity of 1919 and the
average of the actual production for the years 1919 to 1923, inclu-
give,. 88 the ‘basis for determining value in use, according to this
formula, we: find the value in use and the amortization due to loss
of value in use to be as follows: . L :

Pig iron, value in use, 94.9 per cent; amortization 5.1 per cent.

Steel ingots, 94.7 per cent; amortization, 5.3 per cent.
0 4Rolled a:nd finished steel, value-in use, 99.6 per cent; amortization,

4 per cent. , x :

or reasons alread exp(l.ained, value in use shouid be determined

by the production of the peak {ear in the period, plus the margin
required to avercome thé irregularity of production from month to
month. . In cther words, we maintain that the required capacity in
the United States Steel Cor oration, as shown by the produetion fig-
ures, and as shown by the fixed policy of this company, that policy
being that they shall be pre[fmre to meet the peak years of produc-
tion, necessitates the use of the production of 1923, and not the
average of 1923 with the other fvem.rs:, and that when you add to the
1923 production the margin of difference between production and
cupacity required to overcome the irregularity of production from
month to month, you find that all of the facilities of the United
States Steel Corporation were in 100 per cent use. In other words,
the margin which will be left between the 1923 production and the
1919 capacity will be less than the margin.that is left between
production and capacity of van’lx re-war year, : :

Those figures are shown in Table 7, on the large sheet. )

‘We, therefore, take the position that, whether you measure the
value in use of this property according to this formula, which ig-
nores the comparative useful life of the different elements of prop-
erty to which it is applie?!; which also ignores the efficiency of the
property to which it is &, plied, which leaves out of consideration
the salvage value of the property to which it is applied, or whether
you determine amortization by taking into consideration the actual

-uge which was made of the property at the time amortization is

claimed, as was done by the first engineers who investigated this

claim—that by either method, when you use proper factors, when -

you apply proper figures, you arrive at 100 per cont use.
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I next desire, to duscuss the railroad property which. is ’in@lud'od

in this amortization claim.

AR )

Included in the claim I ha&a. fc;und hlléw'an;zég fé;r :thé loss ‘c‘)f’ use

of railroad facilities, amounting to $2,477,283.57. That does not
iclude the allowances made for differences between war costs and
.tl;goostof,reﬂroduction after thewar, . - ~ o
.. . As to the allowance on railroad.pro%erty,, we urge the same objec-
tions that we have urﬁed to all of the other properties, with the
additional objection, that the railroad property is not subject to
amortization at all. A e
The Caamman. Can you name the railroads? . -
‘Mr. MansoN. Yes; we have those here. .
The Cuammman. Were they common carriers?
Mr. Mangon. ‘All of them, : :

The Cramyman. In other words, common carriers under any other

ownership were not allowed amortization$

Mr. Manson. Common carriers by land.

The CrAamMAN. Yes. ' : ‘

Mr. HarrsoN. Mr Chairman, the regulations of the department
authorize the amortization of the cost of transportation facilities
when they, are a part of plant production. L

The Caamman. Even though they are common carriers by land?

Mr. HarrsoN. Well, the regulations do not mention whether they
are common carriers or not. It makes no mention of that, but takes
the position, in broad general terms, that if the transportation: facil-
ity 1s a part of plant production, such transportation facility may
be amortized. | ' S

The CuarmaN. Is that fair to other railroads that are not part
of a manufacturi% ;;lant.? ' L

Mr. Harrson. Well, I do not want to fass upon its fairness, Mr.
Chairman. That is my understanding of what the regulations say.
“(‘,l‘ghe Crairman. Is that your understanding of what the law says,
. Mr. HartsoN. The law mentions, in connection with amortization,
the amortization of the cost of the facilities used in the production
of ‘articles contributing to the prosecution of the war. There has
always been a great deal of difference of opmion in the bureau as
to whether production included transportation. Fconomically, we
are told that it does, and the position of the bureau in denying the
right to amortize transportation facilities, as such, when separated
from a manufacturing plant or business, has been attacked. most
strenuously by the railroads of the country, of course. That was to
be expected. The bureau took the position that the law further
specifically mentioned transportation by steamship, or it specifically
says the cost of ships used in the transportation of men or articles
contributing to the prosecution of the war. The bureau in con-
struing that language took the view that Congress intended specif-
ically to provide for the transportation by water, and- intentionally
dechined to permit the same allowance for amortization to-transpor-
tation by railroads or on land. That has always been the burean’s

osition. ~ : :
P The CHamMAN. Assuming that you know the relationship le-
tween the Detroit, Cleveland & Ironton Railroad Co., and the For:l
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: Motor Co., for example, would you consider that the Detroit, Cleve-
land & Ironton Railroad is subject to amortization because it

- handled the product of the Ford Motor Co.? S '
.~ Mr. HartsoN. Senator, I really do not know the condition of

‘that railroad as associated with the Ford Motor Co. My under-
standing is—and the Senator will correct me if I am wrong—that
‘the railroad was a common carrier, and entirely disassociated from

- the Ford plant, and engaged in the transportation of passengers
and freight over a period of years, up to its acquisition by Mr. Ford,
and that Mr. Ford, after buying the railroad, used it in connection
with his plant, but it also continued to do, in addition to his busi-
ness, such public business as it had done in the past. Is that a fair
statement of the condition there?!

The Cuamrman. 1 think that is a fair statement. But, as I
~understand Mr. Manson, these other companies allied with the
United Stutes Steel Corporation, were also common carriers to the
extent of carrying passengers and other traffic besides the products
of ihe Steel Corporation. ‘

Mr. MansoN. And their operation was taken over by the Railrcad
Administration during the war. ‘

1:1}:'. %‘IARTBON. That makes a parallel situation, then, does it not,
to this '

The CHairmaN. That is what I thought, that it did make a paral-
lel situation, and that is the reason I wanted to get it in the record
‘here, so that we could get it clearly in our minds, as to the kind of
a common carrier or the kind of transportation that was amortized
in the case of the Steel Corporation, and possibly not amortized

- the case of other corporations,

Mr. Hartson. I want to say this, and T think it would be inadvis-
able for me to express a view on the correctness of the ‘principle,
that this question has been presented to the solicitor’s office, the gen-
eral railroad demand for the amortization of the cost of the facilities
that they put in during the war. Of course, most of them were under
Government ownership and control, ard were thereby precluded
from making any claim for amortization, but a few were not under
Government control, and those railroads that were not under Gov-
ernment control, as I mentioned a moment ago, wanted to be given
the benefit of the amortization ailowance. It was denied them by
the bureau, and the solicitor’s office did pass upon that, and it was
on the basis of this ruling or law opinion, the number of which has
slipped my mind—— :

r. Mlanson. I will read that opinon.

Mr. Harrson. It is 1074, I think, but that is subject to verifica-
tion, The solicitor’s office, though, Mr. Chairman, hus never passed
upon the combination of the two—the combination of the plant
facility for transportation and the common carrier engaged in
transporting (f)ublic business, passengers and freight, for hire. You
have a mixed condition there, and what was done in this case, as
Mr. Manson is no doubt coming to, is that they permitted the Steel
Corporation to amortize the cost of the war facilities used on the
railroadis of the Steel Corporation in such a proportion as the steel
company’s business on the road bore to the total business of the
railroad. I never have passed on that, and I do not believe that T -

s
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could express an opinion at this time. . As to whether that is proper -
or not, 1 am not pre;})lared. to say; but I think I have elaborated on
the whole condition here, and the situation in regard to. what has
been done relative to transportation companies and the amortiza- -
tion of their facilities. ) , C Ce

The CuamMAN, It might be said, I think, that all transportation
contributed to the prosecution of the war during the war period; -
is not that true? . . ' .

Mr. Manson. That is certainly true in moving soldiers. :

Mr. Hasrtson. Oh, there is no question about it, Senator, and the

oint that has always been made in the bureau is that in determin-
ing what ¢ production ” means as used in the law, transportation and
the assembling of all of the component parts of a completed article
are as much a part of the production as the actual fabrication of the
article. They do not stop there, but they say that, added to the asso-
ciation and fabrication of the article must be placed the transporta-
tion of the completed article to the consumer, and that is all pro-
duction and it was all production during the war. It was production
right ug to the time that the facility, whatever it was, was delivered
to the front line trench, and yet we can all recognize that a large
share of that was pure transportation, some of it by water and some
of it by land; but the bureau did not recognize it, because the law
was rather peculiarly drawn, so our office thought it had in mind the
amortization of the cost of such facilities as were used in transpor-
tation, so far as the sea or water went, by reason of the use of the
word “ships” in the act, and that that was an expression of a definite
intention to exclude transportation by land.

The Cuamman. All right, Mr, Manson.

Mr. MansoN. Referring to the Senator’s question, I will now read
the names of the roads to which amortization was allowed, and the
total allowance of amortization made to those roads. As I stated
before, it was the amortization due to loss of use, - .

Elgin, Joliet & Eastern Ry, Cooee_.._. — o e e $04, 309, 80
Chicago, Lake Shore & Eastern Ry, COmm oo 105, 535. 24
Bessemer & Lake Erie RY. GO o -~ 221,875, 88
Puluth, Missahe & Northern Ry, CO e 1,034, 370, 44
Birmingham, Southernnl RY- e e 11, 181.30
Elwood, Anderson & Lapelle B, R: €O im e e ——— 1, 572. 09
Union Ratroad €O mm 888, 763, 83
Monongahela Southern R, R, €O e 3, 438, 82
St, Clair Terminal R. R. €O o e 11, 981. 63
Youngstown & Northern R. R, €O e 53, 422. 26
Mercer Valley R. R, COurmeme e 8, 697. 67
Pittshurgh & Conneaut Dock CoO. oot 80, 862. 79
McKeesport Connecting R, R, COeooe e 2,3760. 54
The Lake Terminal R. R, Co - - — 16, 058, 97
Donora Southern R. R. Co.__. 82, 076. 67
Newburgh & South Shore R. R, Co 170, 606. 87

The Cuamman. I would like to ask you there if you know whether
the Steel Corporation owned all of the stock of these railroads or
not ?

Mr. MansoN. To the best of my information. I find that some
of these are direct subsidiaries of the United States Steel Corpora-
tion, and some of them are subsidiaries of subsidiary companies of
the United States Steel Corporation. The direct subsidiaries owned
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by the United 'States Steel Corporation-—and what I mean by that is
that 'in the' followng four railtoads the United ‘States Steel Cor-
ration’ owns all . Jlie stock : - Blgin, Joliet & Eastern Railway, the
hicago, Lakéshore & Eastern Railroad Co., the Dyhith, Missabe &
Northern RBeilw.y Co., and the Bessemer & Lake Erie Railroad Co. "
The stock of the other companiés is owned by subsidiary companies
of the United States Steel Corporation., =~ - ' . |

. The Cmamman. For example, the Carnegie Steel Co., or some
like company® - - I

Mr. Manson. Yes. The Carnegie Steel Co. owns the stock of the
Union Railroad Co. c

The. CRATRMAN. But you can trace back, as I understand it, the
fact that the ownership of these railroads is in the Steel Corpora-
tion or one of its subsidiaries? .

Mr. Manson. That is the fact.

. I wish to call attention to this fact, that each of these companies
is an independent corporation, that is, each of the railway com-
panies. - None of them produced any steel, or any other article
which contributed to the prosecution of the war. They all fur-
nished transportation for articles which did contribute to the
proseciition of the war, - . . co

The United States Steel Corporation itself produced nothing
which contributed to the prosecution of the war. We call this the
claim of the United States Steel Corporation for lack of a better
name. This claim, however, is the aggre%tte of the claims of the’
various subsidiaries of the United States Steel Corporation, which
did ;;lroduoe articles contributing to the prosecution of the war.
In other words, the United States Steel Corporation owns no tan-
gible property, so far as I have been able to ascertain, unless it is
office furniture. The United States Steel Corporation owns the
stock of these sevural companies whose claims are combined in this:
case for amortization. .

This is not a case, where the Carnegie Steel Co. owned some
railroad proper{y as one of its facilities in connection with the
steel business. This is a case where the stock of a railroad company
that is engaged in nothing else except the railroad business happens
to be owned by a steel company, which produces steel, or by the’
United States Steel Corporation, which produces nothing.

I ‘submit that there is nothing in this law which gives to any
corporation any rights because of the nature of the ownership of
its stock except the right to file a consolidated schedule.

‘The Cramman. In other words, if the United States Steel Cor-
poration owned the Pennsylvania Railroad, instead of its beins
owned by 775,000 individual stockholders, under the theory adopte
by the bureau, it could claim amortization? '

Mr. MansoN. Absolutely. I take the position further that if this
law could be so construed as to confer rights upon a railroad com-
pany whose stock is owned by the United States Steel Corporation,
or whose stock is owned by any subsidiary of the United States
Steel Corporation, which are not conferred :Pon any other railroad
companies, the law would be unconstitutional. -~ B

* The .CramrMaN. In other words, if this record were a public:
affair, and we recognized i as public business, and it was before the-
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public, every dtlier railrond in the ¢ountry would' claim’'amortization
utider the rulings in this.cage® & 7 it e b
_-Mr. 'Manson. Yea. Then, either one of two situations is true.
Either ‘a1l the railroads in the United States are entitléd to amorti-
zation under this law, or none of the railroads which are controlled
by the United States Steel Corporation are entitled to amortization.

I believe there is some justification under article 183 of the regu-
lations, for the allowance made in this case, but my attack here is
directed as much at this regulation at it is at the action of the
engineers. - - ' S
_Although this regulation does not specifically cover this situation,
I will read that portion of the rogulation which does refer to this
tlass of amortization allowance. » ‘

Reading from article 183, regulations 62:

It 18 not sufficient, to entitle the taxpayer to the allowance, that the nature
of his business is such as to contribute to the production of articles. For
example, a taxpayer, such as a raiiroad, whose business activities are confined
to transportation (other than water transportation) is not entitled to the allow-
ance. A taxpayer, the nature of whose business 1s the actual production of
articles, however, may claim the allowance with respect to the cost of all
buildings, machinery, equipment, or other facilities which were constructed
for use or which were used In connection with the production of such articles,
both in the acquisition and transportation of raw materials, the actual process
of manufacture or other conversion, and the transportation and marketing of
the finished product, =~ ' _ . _ :

In my opinion, that regulation should not be construed to cover
a case where the transportation facilities are owned by an inde-
pendent corporation, whose stock is owned by the producer of an
article contributing to the prosecution of the war. This regulation
clearly applies to a2 case where, for instance, the Carnegie Steel

0.— o

The Cuamman. Why not use, as an example, & company which
is not a subsidiary of the United States Steel Corporati‘)n? -

Mr. Manson. I will do that.

The CraryMaN. Let me state what I think is the situation here.

Mr. MansoN. Yes. :

The Cuammman. Assume, for instance, that the Bethlehem Steel

'0,—— :

Mr, MawsoNn. Yes.

The Cuamrman (continuing). Which is not a holding company,
owns a subsidiary railroad company which serves » particular plant
or owns a mine which is not incorporated under a mining name.
That would be a different case than where the case is simply that of
a holding company, as in the case of the Steel Corporation.

Mr. MansoN. Yes; but even then, I do not believe it was entitled
to amortization, It the Bethlehem Steel Co., itself owned railroad
facilities, or facilities which, if owned by a railréad company, would
be classed as railroad facilities; in cther words, if it owned track
right of way, cars, locomotives, and the other elements which go
to make up a railroad, there is no question in my mind but, that
that property would be subject to amortization.

‘The Cuaryan. That is what I am trying to get at.

Mr. Manson. Yes; there are including this claim items of railroad
equipment, to which we take no exception on this ground. There
are many locomotives; there are many cars. We have not objected
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to the amortisation of these items upon the ground that they are
not subject to amortization. 'We have objected to the formula that
has been applied to them, but we do not object to the allowance
of amortization upon railway _propeztdv which is owned .and oper-
ated directly by,a'comggny’ which produces steel. .: . . - . .
.. The ground of our objection to the allowance of amortization upon
property of independent corporations, whose stock is owned by a
company which produces steel, is that there is nothing in the law
which gives to a corporation any rights not enjoyed by other rail-
roufd lcorpomlnons because of the hands into which its stock happens
to alo N £ . . o

'~ As to the general proposition as to whether railway property is
subject to amortization, gerxmt me. to say that both the Bureau—
that is, the solicitor—and the courts have held that it is not, and
in. so holding have predicated their decisicns upon the con-
struction of the act. ltself and not upon the economic questions
involved in the determination of whether or not they are contribut-
mg something to the prosecutioh of the war. S
_ Inasmuch as the court decisions follow the opinicu of the solicitor,
I desire to read this opinion into the record. 1t is not very long,
and I will then state the facts upon which the court passed, without
reading its opinion in full, . L, .

This is L. O. I take it that that iz law opinion? .

Mr. Harrson. That is correct, Mr, Manson. That is law opinion.

Mr. MansoN. L. O. 1074. I am unable to tell what the date is.
Perhaps you can help me on it. I do not know what these symbols
mean. ‘ '

Mr. Harrson. It has been out for a number of years.

Mr. MansoN, The date of this opinion does not appear on the
opinion, but it is_published in Cumulative Bulletin No. 5, July-
December, 1921. take it that this bulletin contains the rulings,
opinions, etc., promulgated during that period? '

Mr. HakrsoN. That is right.

Mr. MansoN. The opinion is as follows:

There has heen presented by the M Railroad Co. a c¢laim for abatement
of 21 dollars, corporation income tax for 1918, based on two items. The
major portion of the claim and the one to which attention is herein directed, re-
lates to an allov.ance for umortization of certain additional property acquired
and built by ine railroad company to meet the unusunl demands arising out
of the war, The facts are these:

The M railroad at the breaking out of the war was doing a normal business
for o road of its size. In 1915 certain manufacturers constructed various
plants in the vicinity of the road. It is stated that the only outlet for the
production of these plants was the M railroad, and, in order to enable the
-road adequately to handle the output of such plants, as well as to transport
.thousands of workers to and from their work, it was necessary for it to pro-
vide additional facilities. From the year 1915 the railroad’s expenditures for
-additional facllities, consisting of tracks, statlons, additions to stations, loco-
motives, and passenger cars steadily increased, and in 1017 they amounted to
, 1%x dollar, which was increased in 1918 by an expenditure of 3'%4x dollars,
1t was found impossible to obtaln the services of the O company’s repair
ahops, and, by reason of the refusal of that company to make such repairs,
it became mnecessary for the railroad to erect certain bulldings and plants.
" The taxpayer calis attention to the fact that these facilitles, necessitating
this additional investment, were absolutely necessary in the prosecution of
the war, and that they were constructed and acquired solely for war pur-
" poses. As a consequence the road contends that it is entitled to a large de-

’
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duction. bused. on an amortization: allowance on these additional gfacilities.
e proprlety of this allowance s now before the:solicitor: for review. . ' -
- Bvery allowance to a corporation by way of amortization is. based on section
284(a)8 of the revenue act of 1018. . Under the provisions of .this sectlon
amortization allowunce can-be made. only In the case.of buildings, :machinery,
uvquipment, or other facilities constructed, evected, installed, or acquired. on
or after April 6, 1917, “ for the.production of articles contributing to the pros-
ecution of the present war:and in.the cuge of vessels vonstructed or acquired
on or after such date for the transportation of articles or. men contributing
to the prosecution of the present war.” The question involved is whether or
not the facilities acquired, constructed; and erected by the ratlroad' company
ll'l” the instant case are such as to bring them within the' provision: quoted
above, . - ’ S . . L eI

It {8 .vecognized by Congress that the phraseology - used in the statute in
regard to the amortization allowance on buildings, machinery, equipment, and
war facilities is not sufficlently broad to admit of an allowance of facilities
used for tramsportation. The act as originally passed by the House (H. R.
12863), in respect to amortization (se-s. 214(a)9, 234(a)8), dld no¢ contain the
language in respect to ships now found fn the statute but provided for the
allowance in the following language: : : R S -

“In the .case of buildings, machinery, egquipment, or other facilities con-
structed, erected, installed, or acquired on or after April 6, 1917, fox the pro-
duction of articles contributing to the prosecution of the war there may be al-
lowed a reasonable deduction: for the amortization or such part of the cost of
snch fecilities as has been borne by. the taxpayer * ¢ *% Co

In the report of the.Senate Committee' on Finance dated December 6, 1918,
the followiug remarks are made in respect to amortization: ‘

“In the paragraph relating to amortlzation alowance (secs. 214 {a),
234(n)8), was feared that the language was not broad enough to include vessels -
devoted to war purposes, and proviston has therefore been made for amortiza-
tion allowance in the case of vessels constructed or acquired on or after
April 6, 1917, for the transportation of artlcles or men contributing to the
prosecution of the present war.,” o
. The amendment referred to in the Senute committee veport resuited in-the
existing provisions of the statute. . : :

Therefore, Congress recognized, that the language used in the first part of
the section was not sufficient to embrace transportation facilities and ad-
visedly broadened the section only in so far as to include ships, '

.While the additional facilities purchesed by the M railroad company
enabled it to meet the extraordinary demands occasioned by the war, they
are not such facilities as may be said to have been used for the production
of munitions manufactured by the companies whose plants were built in the
vicinity of its right of way. Trausportation can not be regarded as a part of
production -and this is evidently the construction which Congress intended
should be put upon the statute. - - . : :

It is held that where railroads constructed additional track, lines, sldings,
stations, roundhouses, and repailr shops, and purchased additiopal locomo-
tives and cars in order to meet the demands on such reads occasioned by the
war, no allowance may be made for amortization, as those facilities do not
fall within the classes enumerated in section 234(a)8 of the revenue act of i
1918, The entire cllowance for amortization claimed by the M rallroad
company should therefore be denied.

In the case of the Hampton & Langlev Field Kailwav Co. ¢. Non!
Collector (300 Fed. 438), decided June 13, 1924, the United States
District Court for the Eastern District of Virginia, decided that a
railroad company was not entitled to amortization, The - .asoning
of the court g)llows the reasoning of the solicitor in the opinion that
I have just read. : . '

The facts in the case before the court were as follows:

The facts show that the plaintiff, herelnafter spoken of as the railway, is
a public service corporation, organized under the laws of Virginia in Febru-
ary, 1917. Between the middle and the latter part of 1917 it built approxi-
mately three and one-fourth miles of standard guage railroad, starting at

92019—25—prT T—3
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Hampton Va., iotersecting the Chesapeake & Ohio Railway at the wcdge
of the town; and running to the outer houndaries of Langley Field Avlation
station, belonging to the United States. At this terminus there was a physi-
cal connection with the government tracks running into the aviation fleld.
At its inception the rallway used rolling stock leased from the Newport News
& Hampton Raiflway, Gas & Electric Co.,, but at the peak of war activitiee
the latter company, finding itself in nced of all its equipment, withdrew its
rolling stock, necessitating the purchase by the rallway for its own account
of such equipment as its business demanded. Accordingly it purchased, after
April 8, 1017, two electric passenger cars and one electric locomotive, paying
.in the aggregate therefor the sum of $34,400. The passenger cars were used
in hauling passengers from Hampton to Langley Fleld,.and the locomotive
in drawing freight cars received from the C. & O. Railway from the peint
of physical connection with that company's line to the outskirts of the avia-
tion fleld, where the cars were delivered to the Government authorities and
drawn by means of a steam locomotive, operuted by the United States Army,
to the desired points in the aviation fleld. : ‘

 As I have said before, the court held that this company was not

entitled to amortization under this law, and based jts dzcision upon
identically the same grounds as are stated in thé opinion of the
Solicitor. " - . ' ' v S

Those are about all the objections that I have to this claim.

The CHairMaN. Mr. Hartson, do you want to proceed now ¢

Mr. HarrsoN. Yes Senctor. I think we are prepared to go ahead.

In the light of ‘the statements contained in the pablic ptress last
night, I should like the record to show, and I shall call Mr. Green-
idge to state the present status of this case, that the United States
Steel Corporation amortization claim and some of the criticisms
that have been directed to the allowance made by the amortization
section, have been the subject of sharp disagreement in the bureau;
that the matter is not settled, and was not settled, before the agents
of this committee went through the files; that some representatives
- of the bureau assigned to the unit had expressed dissenting views
on it, in connection with some details of the allowance, and there was
in vocess of preparation, for submission to the Solicitor for some
definite ruling on various questions that were inyolved in its adjust-
ments. the amortization claim, with other features of the case.
. The CairMAN. In other words, T understand you to say that
we are wron% in assuming that the amortization claim had been
decided upont? '+ - a o C

Mr. Hartson. You understand rue correctly, Senator. It is, how-
ever true—and Mr. Manson has not misstated it at all—that the
amortization section of the Income Tax Unit, which is now
abolished, approved the engineer’s report in the case, which was the
customary procedure to be followed when an amorization allowance
was finally adjusted. That was done in this case, like it was done
in all of the cases. = : ' ' -
~ Now, before that adjustment by the amortization section was car-
ried into any consummated action at all, there was this eriticism of
that adjustment by engineers acting under Mr. Greenidge, and the
case, at the time it was investigated by your agents, was in process’
of preparation for transmittal to the solicitor for further advice on
some of-the troublesome things that have been suggested here to
the committee, :

I should like to have Mr. Greenidge explain that, together with the
present status of the case, because my statement is predicated -on
what is told me. I do not know personally.
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- The Camuan, I-would like to get your understanding of it first.
‘Mr. HartsoN. Yes, sir. © - C SRR
The CrAIRMAN. You intend the comnmittee to nnderstand that had
we not gotten into this. case, the conclusions reached by the burean
may have been carried out or may not have been carried out? L

Mr, HarrsoN. That s the definite understanding I should like the
Senator to have. S S

The Cxairmax. In view of that, I do not believe, unless Mr. Greon-
idge wants to offer some explanation, it is necessary to hear from him..

: ﬁr. GreeNGE. No, sir; I do not think T want to object too it im
any way, or amplify it. - L ‘

r. MansoN. I wish to call attention at this point to the fact thaf;
as I have stated, this case was the subject of a conference in January
of this year, and at this.conference it was determined not to reopen
this question. I do not mean by that to imply that this case could
not have been taken to the solicifor’s office, but I do mean to say tha
under the usua) course of procedure, as it has been repeatedly sta;
in these hearings, a case 1s not taken to the solicitor’s office- unless
there is some disagreement between the taxpayer and the engineers
who determined the amortization ; that is, it is not taken there in the
usual course, or unless it involves a refund exceeding $50,000. I do
not know whether this case involves a refund ‘at all or not. . .- -

Mr. Parker. Very likely. ¥ R S

Mr. HarrsoN. Mr. Manson, the jurisdictional limit of the solicitor
in reviewing these claims is not confined to refund claims of $50,000
or over; it extends not only to refund claims, but ¢laims for abate-
ment and certificates of overassessment, where the assessment has
already been made, - Where it is pro to wipe out $50,000 or
more of that assessment, the claim and the papers are reviewed by
an agent of the solicitor. = - - .. : ‘

The Caamuax. I understood Mr. Manson to say that that-was
not the nsual practice, however, unless there was disagreement
between the taxpayer and the bureau. Is that correct? :

Mr. HarrsoN. This case, if I am correctly informed—and I want
this borne out by the statements of those who have personal knowl-
edge of it—was not to come over to the solicitor’s office as being a
case which would automatically come over there by reason of some
jurisdiction that the solicitor had in reviewing cases involving
refunds of abatements or certificates of overassessment in cases
involving over $50,000, but was to be sent to the solicitor’s office for
& definite expression of opinion about some of the questions that
were presented here. - ' : -

Mr. Manson. I would like to ask Mr. Greenidge a question at
this point. A . .

Mr. Greenidge. do you know of anything in the record in this
case which was supplied to Mr, Parker when he asked for the record
in the case of the United States Steel Corporation, and presumably
for the whole record, which in any way indicated that the matter
of amortization  was still open for further consideration ? '

Mr. Geeenioge. No,gir; I donot. = - :

Mr. Davis. In that connection, Mr. Greenidge, the memoranduny
dated January 24, 1924, which Mr. Manson has read, states that the
purpose of the hearing was to determine the advisability of open-

L ' |. .
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ingii g the amortization claims, and that (the: engineering: division
and the head of that division decided not to open.it up, for the
#oadons: therein ‘stated.. Would not that. mean that the.amortization
question had :been disposed of by the engineering division? -

Mr. Greenmor. I did not: hear ‘the ﬁrst ptwt of your questton
+ My, Davis, I will restate it: Geva trl

The CrarrMan. Let the reporter read it. "

-11¢The reportér read the question as.above reoorded,) B

‘Mr. Greexmes. I.do not know. that the memorandum. mferred
to contains the statement that the head iof ithe . engmeermg division
had decided to reopen the case. If it does contam such .a, state-
ment, it.is not: within: my knowledge.: - - Cares e b 1,
+1Mp, Davis. Iamreadmgvfromt ereporthm D
1 Mr. Harrson. Is it & fact, Mr. Greenidge? -

biil'he CAIRMAN. Let us see about. this, . ,Is it fect? Nevor mmd
whit .the memorandum says. - Is it a- faot, a8 contamod m the
Questm -asked.by Mr, Davis? ... -

. Mrv GrieNmae. That I intended to have it reopemd% Co

v Mz, David. That you intended not to heve: it reo ed? a5
niMm GreeNine. No; I:intended to submit it to the. solicitor. .In
~ facti, we have been in the- prooess of: domgu that., 3 1 should sa.y, for
upward of three months..

The Cmairman. Is there anythmg m ohu pau-ttculer report *in-
dswttmg that? = .

rEENIDGE, I do not. lmow what the report contams, Senator.
.. Manson. Is:there anything in the vecord? . .:..: -

The Cuamrman. Just 2 minute. Let us have. th:s pomt declded
Lw Mr. Greenidge see ithe report, and then Have him tell the com-
mittee . whether e is anything in that report. which mdwates
that it might be opened or referred to the solicitor.. .

Gn (Mr Davns theroupon himde&' the 'reporb m quostlon *to Mr
reenid :

Mr, REENIDGE (after exammatnon of the: mport)z ,Yes' that re-
port is & correct one, but it contains: no mention of the. subée ént
cobnferences held in-my office relative to -the use-of value:in use and
mt war repleccirent cost as applied: against the ongmul cost oi»

hty contributing ¢o the progecution of the war. . :
Mr. Harrson. Now, Mr.. Greemdge, ‘what - is thesdote of the
memorandum that you have just read
+Mr., GREENIDGE. Jannary 24, 1924, - - . L
. Mir. HARTSON, Do the files mcludo, 8o far as your knowledge goes,
any further memoranda indicating what was to be done w1th ‘the
amortization claim of this company ¢
hMr':l GREENIDGE Of my own knowledge, I do not know that
they do. .

ﬁr HARTSON.. Were there ony conférences held subsequent to
. that memorandum with reference to the amomzatlon o

i Mr, GreENIDGE, Yes, .

Mr. Harrson. Tell the Senator, 1f you wﬂl the oceasion for call-
ing those oonferences, whet the roault of those conferenoes ‘were, and
who were present?

ol anAmmm Before you do that. T would l’ike to lcnowiaf there
isiany ‘record of those conferences to confirm any statement that
Mr, ldge might make?
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ot Mg Gmxmcn tThem is:a record of the last miportant ohe 7.

M, MawsoN, When was: that conférence held$
Mr. Gmmnon. I tlnnk in August of thns year. I can get you

the exact date. -
Mr. MansoN. I wonld hke to know that date, and I would ulw

like ‘to' know whether a-copy of that report was supphed to Mr.

Parkev with the’files in this case, and'if not, why not?

- Mr. Greenmee. It -does not apply to this case, Mr. Manson. It
applies to the general «uestion of amortlzatnon wlnch Mr. Hartson
has just asked about. : )

“Mr. Manson, Oh, Isee. ' ‘ '

Mr. Harrmson. My question was dnrected to amortnza,tlon, so far
as this case went. So this last conference that you have mentioned,
in reply to my last questlon, was a general conference on nmortiza-

tion, was it not? o -~
M’r GREENIDGE: Yes. The pomt came up in connectlon thh

nmther case, however,

Mr. Harrson. Yes; but did that general conference, occasnonod
by a question arisin ‘in another case, have any bearing, or did some
of the ddjustments have a bearing on the amortization in this case’

- Mr. GreeNmeE.” Yes; they have a dmect bearmg :

Mr.:Hartson. A direct bearnng? '

Mr. GreEnipge. Yes.

‘The Cuairman. But the conference report dld not mentxon thc
Steel Cox Foratxon facilities; nor were: they mentioned i in the confer-
enco itself; is that trie? -

. M. GrEENiE. . Not that I reoall, Senator. oy

The Cuaikman. Then, I do not know that that partlcular lme' of
t,eqtnnony is interesting. -

Mr. Harrson. Well, Senator— - Co

The CHA!RMAN ) { want to say this, that the committee is in ’ﬂo
way - anxious or desirous of securing any credit for the opening of
this case, to the detrimhent of the bureau. We are not here to"et
credit for any accomplishments, if there are any accomplishments
through the burean, without any msi)lratlon coming from 'thig com-
mittee, so I do not believe that this line of testimony ls at all rele;-
vant, so long as'we get results. - tis

Mr. Mawsox. I would like to ask this:: Were not the principles
that were applied: to:the determination of amortizatlc'a in this- ‘case
applied to many other amortization claims? - :

r., GreeNIDGE. In a very sma]l percentage of the cases ha.ndled
in the amortization section. -~ - R
r.. Manson. Can you- fnrmsh us a list of the cases wluch have

‘been closed in- which this method was applied? -

' Mr. Greexer. Such a list' conld be furmshed Mv mformatnon
is that the percentage is less than four. . i

Mr. Mansox. Have you such a list now in exlstencc? o

Mr. GreeNmge. No; we have not, '

Mr, Mansox. What do you-expect to use as the basns for de-
termination of the cases that you would reopen if you changed your
views, or if you rejected, rather,:the basis used in this case? -

Mr. Greenipoe. Well, 'such a list would have to be propured, of

course.
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‘Mr. Mansox. Were -not ‘the same principles, or substantially the
«aam:; principles, applied to .the settlement of the Berwind-White

Mr. GreeNwee. I think not, but I would want an opportunity. to
corréct that answer if it is wrong, = . .. DL
... The CramanN, This thought occurs to. me,’ that reference has
been made to the fuct that this conference held in August, 1924,
was a general conference, but: was inspired by the amortization elaim
@¥ sniditions of 'the clatm: with respect to another case. Can you
tell us what particular case that is SR 3
ﬁlMr. Gueenmae. I shall be able to tell you:to-morrow, from the

@8, . L S - S P : .

. The Cramyan, You can not remember it now? ; .
- Mr. GreeNwae, No: Tcannot. . . . .

Mr. Hawrron. Is there anybody here who knows? - - = .
o Mr. Manson, Will yon furnish: the report of that conference also?

Mr. Greexmee. It was one of a hundred cases that we were
hearing. . . ... . g L TR

The Cuairman. I understand .that the inspiration for this con-
ference, which you stated dealt with the general subject. of amortiza-
tion, was another specific case, and if there is anybody here who can
answer Mr. Hartson’s question as to the name of that particulay case,
Y would like to have him do so. : S
- Mr. DPavis. Mr: Tandrow, do you know the name of that other case
that Mr-.queenid%;- has spoken of? .. .. . .. o

Mr. Tanprow. No; I do not, Mr. Davis. I think, at the time those
cases were under consideration, I.was in the field. I am sure that I
was..: - - . L . .

The Caamman, It is apparent that no one here knows that par-
ticular case, so we will let yon give us the nume of that case at
#gother time, S
 Mr, GreeNmgE. Yes. I should like to correct the Senator’s im-
pression, however, that this case to which we have just been referrin
was the cause of a gemeral discussion of this particular- phase .o
amortization. If you have that impression, I should like to correct
it by saying that the first general conference on this g:rticular phase
of amortization was held several months prior to the consideration
of the particular case of which we will give you the name to-morrow.
.. Mr, 80N, What were the particular questions that you in-
tended to submit to the solicitor? - L ‘

"+ My. Greeniee. Whether or not the value in use should be applied
to postwar replacement cost and the result t:fplied to original cost,
or whether the value in use should be applied directly to orifinal cost.

Mr. MansoN. The question whether value in use counld be de-
termined according to the formula that was used:in this case was
not one of the questions that were to be submitted to the solicitor, as
X understand it - - . .. . R ‘

Mr. GreeNiDGE. Yes. Coh
- Mr. MansoN. Am I right about that? Col :
~ -Mr, GreeNmaE. ' No. - The use of value in use applied to postwar
replacement cost, and again to original cost, is one of the points
wt issue in thiscase. . . ¢ ' .- .1 . Do e
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{ Mr. Mansow. Well, we have not raised tHat question. /I ‘other
words, we have not questxoned you¥ practice in this case of applying
value in use to postwar replacement cost.

The Cmamman. As I understand this case, it does not coneern
the particular point made by Mr. Greenidge Just now, to hpply to
the question of facilities in use with respect to cost.

Mr, Manson. Yes. ‘In other words, the main questnon we raised
in this case is_your method of determining value in- use,’ 'and’ not
the factor to which that you applied value inuse, < - 1 ¥

r. GREENIDGE. Then, I misunderstood your éntire. statemeiss; -

The Cnamuan. Do you :mean o say thit you have bebn here
all of this time and have misunderstood what he said?

Mr. Greenmoz. Well, I'understand the point that he was: mmn

_ but I understood he was also raxsm%' this other: point to -which -

have referred. I fully understood what he wag rmsmg, because
read his testimony carefully Jast night..- -

Mr, Manson. I think I stated specifically in l;he openmg that we
did not question the %e priety of granting amortization'to-the ‘ex-
tent of the difference tween the war cost and the postwah' cost of
reproduction.

o CHAIRMAN, That i8 perfectly plam That i8 how I have
understood the case from the begmmng You wnll get us copy of
this conference report?:: ,

Mr. GreeNiDoE. Yes. W

. The CHAIRMAN, Bearmg on those' cases generally P

‘Mr. GreeNiboE. Yes,

- The Cramryan. In thxs 'report, wnll it specxfy any of the numeq
of the cases that you were considering at the time?’ .-« -

Mr. Greeninge. Yes; the case to which reference hvs been made.
Senator, is one of a hundred cases which we' were hearing as an
experiment. It contains very little detail, as I recall it, but it may
contain more than I recollect.  Being one of a hundred, it is. qtute
unlikely that I could remember the details.’ :

The Cramman. In this conference that you have: wferred to or in
any other conference, did:you plan to refer to the solicitor the ques-
tion of amortization in connection with- rmlroads belongmg to the
United States Steel. Corporatmn*

: Mr. Greentoer. No, sir. @

Mr. Manson. Well, it seems to me that the questxons on whlch
wo based all of our ob ections in this case were not the questions
which Mr. Greenidge, the head of the engmeermg soctlon, mtended

, to refer to the solwnton

- The CxamrMan. I think that is a correct conclusnon. That i the
conclusnon that I would reach, anyway. -
"Mr. Harrson. That is all, Mr. Greenidge, so far as I am concerned
Mr Maxson. I have: referred to a lot of statements here, and-I
have made a good many statements myself, based upon facts in the
record. ' I would like to put into the record the summary and basic
data upon which my statements were made I do not. care to go -into
oral testimony. Lok
he Cuamman. I thmk we mnght defer that untnl we see what )
Mr. Hartson has to say in his remarks to some of your statements.
Mr. Harrson. Mr. Hering, will you take the stand, please?
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TESTIMONY. ovunumn% HERIKO, BUREAU. OF INTERNAL

STt

«Mr. Hanrson:. My, Hermg, your nanﬁef:s-»-- A
.+ Mr,. Herine., James C.:Hering. .- !/ ' A

Mr. HarrsoN. And you-are m Ghe Bnreau of Internnl Revenuea
- Mr. Heaive, ‘Yes, sir. - , IREEENT
¢ My Hasreon, Sérving: in what cspacltyﬂ :

Mr. Hering. At present es a senior reviewer in the Revxew Sectlon
of the Consolidated Returns Audit Division. . . -«

- Mr.- Hirrson. Mr. Manson read your name as bemg sngned to a
conference report. held in connection with the United States Steel
Co tion cdse on January 4, 1924, - Ybu partncxpated in such 8

noe, did yout = .

es; in an advlsory way. - '

Mr HARTSON. Will you state. the: clrcumstances under Whlch that
conference was held ?..

r. Hemine. I was not at that tlme fa member of the amortnzauon
sect,uon, but inasmuch as I had sat in some prior conferences when
the case was in a different stage of determination, I was invited to

.come into this conference, and I sat in this, largely that the succeed-
ing officers might be fully advised of the faots in the case. :
r. HarrsoN. What was it that occasioned. the calling' of sich

a conference, Mr. Hering?

Mr. HeriNG. It was & protest, a3 I remember it. I am spealnng
purely from memory. It was a protest of the steel company to one
of the engineers’ reports on one of the subsidiary corporations, and
I might explain in that. connectxon that thls case was 80 large that
we couvld not—— -

‘Mr. HartsoN. Just & mmute Are you referi mg now to the con-
ference held on January 24, 19241

- Mr. Hering. Yes, sir; I am commg up tox 1t

Mr. Harrson. All right. - -

‘Mr. Hering. The case is: so.large’ that we could not handle all
features of it in one conference; so we had been holding conferences
elong: from time to_time, as reports were prepared and submitted
to the taxpayer, and I think this conference.came up as one of the
last—perhaps the last—that was held in connection with an engi-
neer’s report, and I think it was. brought up by a protest of the tax-

yer to certain allowances made in the Chickasaw Shipbuildin ﬁ
%o .matter, and this conference report does not fully set forth a
that was done: at that conference. We considered the taxpayer’s
objections’in part to that particular report, and considered the gen-
eral features of the whole case.

The Crammman, Have you any recollection of 3ust what the tax-
payer’s cla;m or criticism was that you dealt. thh at this particular
conferenca? -

Mvr. ¥EeriNe. I think it is in the files of the case but I have not
refreshed my memory on it recently. -

The CHAIRMAN 11] counsel please look that wp and see what

, :t. m? L

A TR A S ;u.l;‘..»-\'_:« et e g . o ]
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i«“Mr. MansoxN. My attention wag just called to anéther-ssi:., !
' The Crammigan, I 'would like ‘to have Mr. Hering finish- hns stiiter
ment and then you may questnon hlm 'aftm' he gets tbrough w1th
hig sthtément.- R iy o
Mr. Herive. T was through for the present e
The Cuamyan. AR right, then.: .. ’ S
r. Manson. My attention-is called to enother conference report,
also dated January 24, 1924 and whnch appeat‘s to have been mgned
by you, Mr. Hering. - - D
r. Hering. Yes. L
Mr. MAN’SON. Tha,t conference report is as fo]loww Lot

'rmAm’s Oonmmcz : ‘ .
Tnvasmw, JANUARY 24 1924

) )
j ':.«:'r';

'raxpayer. United States Steel Corporatton.
Address: New Yuk N, Y. ‘
Represented by: H. L. Austin, asststant comptroller
Years tnvolved 1917, 1918, and 1019. . o Y
Matter presented: Amortization features T T

i

e T
PURPOSE Ol" OONMNOB

. The purpese of this conference was to diseuss facte deallng wlth ( 1) the
permanent closing of the taxpayer's amortizaiion case, (2)° presentation to
the Government of documents pertaining to depreciation:'and 'sumdiaries of
coats,. claims. ahd allowances on the' .varjous  cases involved. In . taxpayer's
claim, and (8) the directing of the bureau’s attention. to- certain apparent, dt’?-
crepancies (in conjynction with the Amerlcan Steel & Wire Co. case) thdt
would appear. to need adjustment,

{1) Olosing of taspayer's case~~The thxpayer stated. that au data pertain.
ing to its case had been presented and it was satisfactory, ae far as.it was
concerned, to close, the case on the evidence submitted and the allewances
made by the bureau. It was agreed between the bureau and the taxpayer
that the closure of the taxpayer's case was subject to the adjustment of the
valueés of certain facilitles which were embodied in the clafm of the taﬁtpayer'
subsidiary, the American Steel & Wire Co. .

(2) Documents. . presented: to the Government.—-—tl’axpsyer submltted two
cop!es of a recapitulation of tlie summaries of its varlous clainis and the
bureau's allowances, and readjustments on costs and amortization pertaining
thereto, ' There was also submitted, for the benefit of the agent to whom the
audit of the taxpayer's cases was assigned, a list of deprectatlondeductlona,
for the postwar activity. years,.

(3) Adjustimnet of apparent discrepancies.—The taxpayer stated that in con-
nection with its subsidiary, the American Steel & Wire iCo,, there was an item
{see No. 10, Table 19, page 65 of the bureau’s report on’ the amortization claim
of the American- Steel & Wire Co.), in the bureau’s report which had been
included by the engineers in their calculations for amortization allowances.
This item was claimed as being 100 per cent value In use and had no replace-
ment cost claiimed on same. . According to the tuxpayer the cost on this item
would not be entitled to reduction either for replacement or amortization.
This correction, the taxpayer. stated. would materially result in a benefit to
the Government. The bureaws attentfon is called to this matter in order
that it might be properly fnvestigated and corrections made accordingly. The
engineers were requested to make the necessary corrections and submit a sup-
plementary veport Which ‘embodied all the necessary facts for making praper
additions to.the taxpaser‘s clalm.

Interviewed hy:. T ' '

Lo C D HOA Wammw,mmber
' S - ©,.B. Newbury, Hngineer. :
AR . - .G B Warkins, Enpincer. .
: . J. C. Hening, O_onferee., .

LA o e SIS oL oo

. . R . .
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Y understand that that item: with reference to the American Steel "
Wire Co. was a small item of nine ot ten thousand dollars. What

is your recollection as to that? ‘
. Hering, I think it was langer than that althought I do not
remember the exact amount. :

Mr, MansoN. Were Kou present at this conference?

Mr. Hrring. I think that was the same conference as this other
i-eﬁm refers to, and I was prbsent.
Manxson. T notice that you did not sign the conference report

Myr. HerinG. I do not think I wrote it; no.

Mr. Manson. Do you know of anything else that occurred in that
conference, other than as is set forth in those two conference re-
ports? Was this the saime conference?

Mnr, Henine. I think it was all the same conference: that is my
recollection.

arl(;h: CHAIRMAN. Who wrote tlns wport that Mr. Manson has ]ust
re . o

Mr. Warrney. I wrote it.

The CrairmaN. What is your name?

Mr. WriTney, Whitney. S

Mr. Hagmeon. H. A, W 1tney

. The Cuamman. Who wrote the one that you have been reading
from, Mr. Hering? -

Mr. Herine: 1 do not know who wrote it. I rather think Mr.
Watkins wrote it, but T am not sure. I sngned it, however

r. Warrney, I wrote that report. ‘

Mr Henixe. Mr. Whitney says that he wrote both of them.

The Crairman. All right. 2

" Mr. HeriNe. You, will notice that I did not sign this other one,
enthor, but I was present at the conference.

- Mr. MansoN. There were also present Mr. Whitney, Mr Watkins,
and Mr. Newbury, were there not? -

¢ . Heming, es. and Mr. Keenan and Mr. Greemdge, for a part
0 lt. -
The Cuamuax. Is there any reason why all of the conferees do
not sign those reports?

Myr. HeriNg. Well, I was not a.member. I was only called in
informally at that time.

The CHARMAN. And that is the reason you did not sngn it?

hbgr Hemino. Yes; that is, I was not a member of that division at
t at time.

The Cuamman. Mr. Hartson, you may proceed with your exam-
matlon

‘M. Han'rsox Mr Hering, what occurred in reference to the steel
company s claim for amortxzatlon following that conference, if any-

Bl;g Hmmm Well the case has been audlted and the audit section
is preparing an assessment letter, and in order that the case may
not have to be reworked it was decided that the review of that audit
would bs made contemporaneously with the audit. The usual custom
is for the audit section to, prepare its assessment letter, and then send |
it down to review for its consideration, but on account of the size
and time it takes to prepare this letter, it was the desire of the audi-
tors that we should all work together on it, so that when it was fin-
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ally sent out as the letter from the bureau, it would not.be subject
to further change, except on the taxpayer’s protest.

Mr. HarrsoN. Has this letter ever been sent out? = P
-+ Mr. Hesine. It has not as yet. It is still in process of formation,
snd to go along with that, I was assigned to the review .of the amorti-
zation features of it, and I have been working or it for several
weeks—perhaps a little longer. o
. . Mr, Hagrson.: Mr. Heving, you are not connected with Mr. Green-
ldﬁ’s engineering division, mn any way, are yon? . . i -V

- Mr. HeriNg. No, sir; I am not connected with it. As I'stated a
while ago, I am a reviewer now, in the review section of the con-
solidated returns audit division, : . S
. - Mr. Harrson. So far as your knowledge goes, has there been any

dispute about the amortization allowance to this taxpayer, following
the conference of January 24, 1924, which would result in a submis-
sion of some of these disputed questions to the solicitor’s offive?: ‘-
- Mr. HeriNa. Well, possibly. yes. In the fivst place, let me say that
this conference of January 24, 1924, did not deal with the question
of costs involved. All the enlgineers’, reports.are prepared subject to
check of costs and contractual amortization by the auditors, and that
is the part of the work on which I have been engaﬁd. That feature
is still open and may ’B::sslblg' be the:subject of -further ‘conference
with the taxpayer: is other question to which M. Greenidge
elluded, as to the principles involved in the allowance of amortiza-
tion, whether the value in use should be applied to the: depreciated
costs, has also come up in & case where it is really a subsidiary of
this steel company, but which could not be included in this consoli-
dated group, for technical reasons. That, case has been: sent to the
solicitor’s office. with a memorandum calling his attention to that

uestion, and if a ruling any different from what was involved in
the engineer’s report had been made, this case would have béen taken

up for further consideration on that point. . - S

I want to say, though— :

- Mr. Manson. I am not sure that I caught that last statement. I
will ask the reporter to read it. ' Lot

- (The reporter read the statement as above recorded.)

Mr. Manson. In order that I may follow you and understand
what you are driving at. the question that you have in mind as
‘being submitted to theé solicitor;: was the question of whether value
in use should be applied to postwar cost of repreduction or to the
actual cost, was it not? :

Mr. Heriva. Yes; that is depreciated postwar costs.

Mr. MansoN. Yes: depreciated postwar costs.

"~ Mr. Hering. Yes, - ‘ ' R

Mr. MansoN. What do you mean by “ depreciated postwar costs”
Give ns a concrete illustration of it. : : : :

Mr. Herine, Take, for instance, a building. - If the building were
actually built, saY) on August 1, 1917, and the end of the amortiza-
tion period was Decomber 1, 1918, if we were figuring the replace-
ment cost of that building, we would figure what it would cost now,
and then to that cost now we would apply depreciation for the
period of its existence, from the time it was completed to the end

i h
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‘of 'the amomzatton perxod.'m ortler to get af what ‘Wwas xtsmctml

cost——r .0 Lol
Mr. Manson. In deprecmted ysmal eondmon? vEoae
. Mr.. Herina, - In depreclated p ysncal condatlon, at the end of‘the
‘amomzatmn period.

Mr. Manson. I see.” Is that' the questlon that was” submltteda to
the solicitor in that case of the subsidiery which is not mcluded
in the ]%Mup of cases which. we are consx ering here?

Mr. Herine, Yes. -

:Now I wanted to go on" to say that. before I make 'Y ﬁnal re ort
of my ‘review in this case, I had intended to do, as had been:dome
by me,. that is, to ask the solicitor’s office arid anybody else: who
might possibly be called upon to review this case, to sit in 2pon it,

o that we could. all be fullv agréed upon the prmclples mvolvod
before it was finally passed.

Mr. HarTsoN. Suc prmea es as you. lmd in mind as bemg m-
wvolved, were they limited to this question that was submitted té/the
solicitor in the subsidiary casé that has been referred to? ‘ NS

- Mr., Heming. No, sir; not-at dail. .

My, HarTson. How 1mportant were the prmcxples that. you thought
might still be the subject of further discussion?

Mr. Herina. Well, particularly. this question as to ranlroads, and
the. question ds to whether adjustment might be made for. changed
production over estimated preduction in 1928.

- Mr. Harrson. The case proceeded, Mr. Henmg. to such a state. as
would practically preclude any read]ustment of the prmclples wlnch
you ‘have mentioned ¢

Mr. Hemina, I do not think so.

- Mr. Harrson. You were performmg a revnewmg functxon on the
case, were you? e

- Mr. Hering.' Yes, sir.

Mr. HaRTsON. And had it passed yom revww?

Myx. Herine. No, sir; it has not yet.

: Mr, HarrsoN. In cases that come before you for l‘ewew, and wfhere
questions exist in your mind about it, it is your custom to clear them
up by either a reference to the solicitor for advice, or to some higher
authontv for a final discussion of the points?

NG. Yes, sir. If thloK are. deemed pamcularly Ampoy-
tant 1t is, and this case is particularly important, undoubtedly. - :

‘M. Hagrson. Have you ever spoken to Mr Parker, the commit-
tee’s engineer, about this case ?

Mr. NG. I do not. think we have discussed it partuulmly.
We have exchanged documents back and forth.

Mr. Harrson. From your own knowledge, do you know whether
Mr. Parker knows, and did know, that this case was still in review
in the bureau and had not been settled or closed or determined, with
reﬁ:d to amortization or any other points in connection with it?

Herivg. I think he knew that I was reviewing it and that
the auditors were working on it, and it had not been nallir ¢losed.

.- Mr, HanzsoN. Mr. Hering, I wish K;m would explain to the Sena-
tor the formula that wag used by Whitney in obtaining .the
rpercentage of value in use on these facnhtnes which were being amoy-

Id
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tized, and explain, furthermore, how that was. brought mto uee: m

the buredu and what its present: status is. -
+The .Cramman. Just before you answer that questnon T would
like to ask.if there.is any dnspute between the bureau and our coun:
sel as to-the formula used?. - -
- Mr.. Hartson: Theve is nio dnspute~—-l think I can make thls state-
ment for. the’ bureau—as to- the correctness of Mr. Manson’s state-
merit of the elements going to-make up that formula. I think he
has’ correctly advised the committee as to.what was done and the
ure t at was followed and the formula that was. used Am:

lnat’ right$ -
- Mr. " Wstraey.. Absolutely He had it stated m the very ﬁrst

parb of ‘his- ‘report.
M

HarTsoN. That was my. understand;

" 1.The CramMAN. Then, what .is the use o havmg Mr Hermg %o
ad-

all. over that and tell us abont the formula, when 1t is almady

-mitted in the resord?..

Mr. Harrson. I did not: havo in mind-at all questlonmg the cor-'
rectness of the formula, as stated to the committee. o

The Cramemaw, I thought that was admitted.

-Myr.. Hartson. I have this in mind), that a statement of the for-
mula, and a criticism of any formula, based upon averages may not
be ‘well taken, in view of conditions which the bureau has to. con-
front in attempting to arrive at a. proger amortization: allowance
of s company such as the United States Steel Corporation is, in size.:

:the Cramman. X do not object to your:puttin @g in any statement:
ar testimony. to controvert the conclusions reached by counsel, but I
do not care to hear all over agam the formula Whl(‘h I have already
listened to. . .

" Mr. Haxrson. Ido not. have in mmd restatmg the formula

... The CaammaN. That was mvolved in your questlon o

- Mr. Hagrson. Yes. . R

- 'The CHAIRMAN T ]uet do not want t;o take the tnme neeessery to.
review that, .

. Mr, HARTSON. I.do not know whether Mr Hermg can 1ustlfy the.
formula, or whether he desires to.do it.- I do not know. . ..

The CrammaN. Would it not be well if the burean took Mn
Manson’s criticisms, and if they wanted to, point cut why the criti-
cisms were not justified, or, if they wanted to admit that they were
}ustlﬁed, to just simply say so for the record. I say that just because

want to simplify matters.here and to avond repetntlon of a. lot of
statements that we might a upon, . - :

-Mr. HarTeon. Senator, that would be & most setlsfactory tlu:g-

" to do, if that could be done, It is pretty hard for anybody to spe

(o
e
W

for the bureau. You no doubt realize that there are hearin

many cases, such as have been presented to you, and us:eple msnde
the bureau differ about these things just like the members of your
comypittee. will no doubt differ about some of them. To concede
a.point that has been made by Mr. Manson with regard to the cor-
rectness of the objeetlons to this formula that has been used, mi
very. readily ‘be made by me, even as.solicitor for the. bureau, ut
might not be concurred in by the audit branch of the bureau, and
the. commissioner might. follow the ideas of the audit branch of the
bureau.: So what I am trying to elaborate on is t]ns, that somebody-



1058 INVESTIGATION OF BUREAU OF INTERNAL REVENUE

bas to make these decisions. I am not prepared here, and I think
it is inappropriate for me, as legal adviser to the bureau, who prop-
erly has these questions, wpon occasions, submitted to him for
advice, to offhand state that T think it is right or wrong, because,
after all is said and done, it would be larﬁly s snap judgment, .

I can tell you what has been done. Mr., Manson has: correctly
referred to two things that have received approval. One was writ-
ten in the solicitor’s office and the other has received the approval of:
the solicitor with: regand:to amortization .qlueétions‘; nerallys: but!
these individual cases do not come to the solicitor’s office; they can
not go to the solicitor’s office; they have to be settled and closed.
‘There has been in the settlement, in the closing of hundreds of these
war cases, thousands of these war cases, involving. amortization:
claims, an honest attempt to reasonably adjust them, yet can sit
here and differ with the bureau in many of the cases, and point out
the things that do not look well to you.  The quesiion then oons
stantly arises, “ Shall we go back and open themiall up: becauise we!
have changed rulings:  we have had to change: our positions”—

The CHAIRMAN., - %han you have made changed rulings:is a tax-
payer who has settled his case entitled to the bénefits of the addi-
tional assessments, or is he justified in receiving ‘additional settle-
ments based upon your new mlig? a e D

Mr.. Hawison: That is true, ‘Senator. - The ‘taxpeyer -is ' engitled’
to the benefit of a' change of position by the bureau on any construc-
tion of the statute or its regulations. - However, that is subject to cer:'
tain limitations of law which, in some cases, do not permit the
bureau. nor the taxpayer to make any change after a case is settled
and closed. -~ - : - ot

The Caamman. What is his recourse, then? . A court at Jawi

Mr. Harreon. He has none. If the five-year limitation period has
expired, for instance, and no waiver has been filed extending the
period within which a refund can be made the taxpayer, even
though in the meantime a favorable ruling has been' made. by. .
the bureau on the principlés involved in the final settlement of his
case, can not go back and take advantage of this change. That is
prevented, due to the expiration of the stntute of limitations, as
to any change being made or any refund beiny allowed.

The CaamMan. Then, as a matter of general principle, do you
think that is equity? . o .

Mr. Harrson. 1 think there is no equity in a statute of limitations,
I think that is an arbitrary thing. It works both in favor of the
Government and aﬁamst the Government on occasions, and in faver
of the taxpayer and against the taxpayer on occagions; so that look-
ing at the whole picture, it is just as equitable for the taxpayer ‘as
for the Government. R S SR
- ‘The CizammAN. I did not ask as to whethc= it vas equitable with!
reference to the statute of limitations. I had reference more particu-
larly to the change of ruling of the bureau, because I wanted to
bring out:whether, when the burean makes a change in its ruling
which wili materially affect numerous cases that taxpayers have
had before the bureau, the burean is warranted, as & matter of e%ity,-‘

o -

in chanﬂt:g a ruling after so many cases have bee:. disposed
- Mx rTSON.' Well, Senator, you would have us change our
ruling on some of these cases that have come before you, because
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- yon think they are wrong, and certainly, if they are wrong, we
ought to go back and take care of eveg;body w};lo has be?ag, the
victim of our ervor. . .« S
The Cuairman. Absolutely. There is no question about that, and
that is the reason I bring up the question as to ‘whether or not the
bureau can take care of these cases where they do change their ruling,
and where t-heg.- meke it more favorable to the taxpayer which has
his case immediately before the bureau and disregard the taxpayer
who has had his case before the bureau years in the past. '
~ Mr. Haxrson, -Subject ‘to- the limitations of the'law, Senator, the
taxpav-vs are given the benefit of the changes in rulings. =
L UHAIRMAN. Are they given that benefit if they accidentally
come across & ruling, or does the bureau notify them that, owing
to a change of decision, they are entitled to some’ further icon-
sideration. ‘ BN T I
Mr. Harrson. That point was discussed last spring, Senator, and
this is my answer to it. The bureau does not go back, and can not
go back, into old files and pick them out to find ‘whether, out of
10,000 or 15,000 cases, one of those cases falls within a class which
is favorably affected b{‘a more recent ruling. So we can not volun-
teer, in other words, the return of money that has been paid on a -
construction which has, in the:meantinie, been changed.: Indeed
we can pot do so. The law says that before -'anyghi%g"m;bq rbfundet_f :
to the taxpayer, a claim therefor must be filed.” Now, the Senator’s
answer to that would be: Why don’t we notify the taxpager that he
can file a claim and get his money back? Our jobis too big. There
are too many people involved. There are too many -cases thiere, and
the work that would be invelved in digging through «ll of the cld-
cases to find out whether some smull percentage of thein was affected
by a changed ruling, would not be warranted: ‘I will venture the
assertion that the taxpayers, by reazon of familiarity with the condi-
tions in the bureau. with regard to the rulings of the bureau and’ the
wides})read publicity that is given the rulings of the bureau, are,
very few of them, asleep on theirrights. - =~ - .. =
The: CaasmraaN. Well, T hope it is-cobrect that:these:changed
rulings have done no injury to any material number of taxpayers.
Mr. Harrsow. I think that is true. I-have known in my ex-
perience, Senator, of, I think, three or four cases which, to my mind.
were very unfortinate from the standpoint of the taxpayer, where
the limitation of law has sét up a barrier, against which the tax-
payer could not get favorable action. As a general proposition,
though, I think the limitation period has not operated to the very
freat detriment of the taxpayers. Experience has shown that that
imitation period has been extended by Co ‘several times, ' We
now have the five-year Eeriod with regard to earlier acts, which
itself may be extended by the taxpayer in the meantime: filing a
waiver of the right to have the commissioner to assess within the
five-year period. So that there has been a considerable and sub-
stantial amount of liberality shown to taxpayers in letting them
file claims, and in considering, maybe, informal claims as claims for
refunds, so that their rights have not been very seriously prgjudiced.
' The CaamuaN. You spoke of publicity a while ago. I under-
~ stand that you believe there is quite sufficient publicity in .connec-
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mey receive justiced t..c <. .. .. L, . _ S

Mvr. HartsoN. At the present time, I believe that thoroughly, and
I believe that has been. the.condition for .over a vesr. It is true
that there was & time when, due to the lar%e number of cases that
we.were going through, together with the fact that many of them
were. unique unto thenmelves,-rulinﬁs made in each instance were
not given wide publicity, but I believe .that has besn entirely
eliminated now.. Ivery ruling which is used as a precedent in the
bureau to-day, under -instyuctions: of .the commissioner, must be
published in the Internal Revenue Bulletin, - .. .

‘The .CHAIRMAN., In -one: of your previous gtatements you said
that it was-difficult for anybody to speak for the bureau. I would
like to ask if Mr. Nash can not speak for the bureau? .

Mr. Nasu. Not on these technical questions, Mr. Chairman.

l?fr. Manson. 1t strikes me that we ought to have somebody here
whocan.. . . - . S ‘ :
* The Craamman, I want to find out .who can speak for the bureau
wi:}r-rogard.-to these qguestions that we xnise, as to questions of
policy. . - N T : o

Mr..Nasu. I can: k for the bureau on «iuestions of: policy.
. The Caamman. Then,. the questions that I.asked Mr. Hartson,
I should, perhaps, have directed to you, and you could answer them.
I do not just recall the questions now, but Mr. Hartson said it was
difficult for anyone to speak for the bureau. e )
- M. HarrsoN. If I may, Mr, Chairman, qualify, ;;]ossnbly, what
I said, T am speaking particularly with regard to these technical
questions. - I can speak for the bureau, I said, if my opinions are
appraved, and they are in nine cases out of ten, ag the Senator
knows, when: the matter is before me in a manner which makes it
poseidle for me to give some worth while expression of views upon
the mstter. These cases, as tha Senator knows, come up before the
committee on two or thres days’ notice. My situation is iluwe dif-
feront from that of counsel representing: the committee.” ¥ am try-
ing to carry on my work in my own office down there; I am try-
ing to do it, and I must say with very poor success; but I have
not the opportunity to study these particular cases, although;:1f
the iSenator will remember, in the estate tax questions, which in-
volved criticism of the actions of my own office, I spoke with some
zmowledge, and welcomed the opportunity to talk sbout something

knew a great deal about: . '

But these cases have not been before me; they have not been before
the solicitor’s office, except .on -the occasions that Mr. Manson has -
mentioned. We take up such and such a case, and I disouss it with
the auditors and the reviewers and others who have had any con-
nection with the matter in its adjustment in the buveau, and f’ form.
my ideas concerning it, and I come up here and try to present, or
make an attemci)t to present, the bureau’s views on it as to what has
been. done;- and yet, if that very case had-been before my office I
might have taken quite a.different view of it—quite a different view.
And then the Senator asks me what my opinion is—

The CrairMaN. Just a minute. At that point, I want to say that -
we are not overly urgent ds to having an answer.immediately. - If

’

tion -with -these caecs and. with. these: rulings,-so that.all taxpayers
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theé solicitor-desires: to: shly, in respbnseto. any. pattioulax; guestion,
“We will answer that the day after to-morrow or a week. from,
. to-diay, or somie other day, that will be saiisfsctoryi to me, becanse,
under no circumstances do I want to embarrass the bureaun by asking.
them for snup judgment or snap decisiond in ¢0dnection; with -these
matters—to give decisions without due thought—because X,donot:
waht them tc have an-alibi later.otl; atany:time, that they did. not
havd anopportunity: given them by' this committee: -to'vgmparl (prec
gent their case. " I want to give you all the latitude in:the 'world and,
all the time in the world to straighten these matters out, becauge I:
think this work -is @oing to 'turr out to! be constructive, and both
Congress and the bureau will get ¢onsiderable:ihformation from
these discussions. o e e ad Y
Mr. Hartson. Bixause onithe pointithatiI-hkitl ddferonce; tolof uot
being able to spesk for'the burean--somebddy/ can: spealk: forithe
hureau_on’ everyone ' of - these ‘questions thdt,apisbi; but, asi ¥ huve
pointed''out, X'do not want ¢o -éxpressi¢he widws' of -the: Solicitar of
Internal Revenue on questions ofla techmicalinatute that arite here
without some.opportuniéy to' go.into them, sird:thel Senator. has. viery
gatiérously offerad e that opportunity if. 1) asltidor!it. when' i qdts-
tion arises, o , P feyly
' The Chikimyran: I'would:like o asit:at this Ipoind: when, in 81l
probability, the Steel Corporation:case will: be'closed® /x:i s 1.
*M¢. HMartson, ‘I' disussed’ that: td-day withi 'sofrte. of- thé/ padple
who are following the administrativie ' work it thé buredt, - I«think:
the case can.not and would mot huve been closed, .inv. the absencelof
any ‘ihduity‘on the part of the .committes; for a yedrt!'! The: questions
that have urisen are such and the size of the taxpayeris such that
no doubt some' of the deputy' commissioners o' the- commissioier
hitigelf would be advised of the final settlement here; and: if thére
gre any criticisms that were to be made 'of it then: in1the: bureau,
thoy, would undoubtedly be tekei up by the commiesioner: .-, i
he' Criant AN, 'When this return bf the taxvayer:was firat mude,
was there a letier of assessment sent out? Coarane ]
Mr. Harrson. ' When'a tetuin is first made,:that' dssesses ‘itselfy in
a sense. Upon thg filing of the return the tax shown to be due is
scheduled by the collector on hil biooks and is'returned tov Whshing-
tor, s6 that the thmmissioner ean certify to-that; and it immediately.
bécothbs the assessment in-the dfhount returmed:' ' *vivvh o 5o
The CaamrmaN, Does the taxpayer pay his tax thet.ordoes he
{vait for a futther cditmunication: from: the buréaut - -« - .
“"‘Mr. Hartson. No; he does ‘fiot even 'Waib for'the commissioner
to sign the schedule. He pays tflv_e taxes on the installment basis
01"]’;]]1‘#1“‘- ' , Rt ‘1’.ul‘ AL ,'
"'TN8'Cratrifan.’ Then in thiis ‘edse ‘tho taxpayer has puid his'tax
on}tihell_)rasis of hi%returx},? b ol o A
-Mr. Harpson. That is pight. - 70 oo s o vl
‘l'Tlié’ '?K’Sm\ufl'xi;'.«‘z’&:“ n ithirllgt‘ét_'m"n’fh‘e dedticteld thesd 'ambrtization
claims ) R B ‘, e e "~-',".\‘... Cola, ‘
oMr. Hartson. Well, I Lhinlf'hdt,‘;‘i’l!?’mhy;'lwvé deducteld u’;i; to
rcent- ‘-;";‘-AIJ.. o '.f)'“‘:.:":v‘ IR L BT h H A P ‘
" ’é,.cﬁ:sx,;lu"n.'W,aip'9‘=thin\;w;fl;;w‘vaqt{w;dlm thigup: 1 -
7 DR I A R e aad gt tee 7_.{“_ L V!
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"M!v ‘Harseorw, flmoul& Hheito: Iave Bir. Hening: mweruﬂmt;af b
know&ﬁ Y9 8 g o vttty ekl ady vt ceweany Hiaw S
M., Henrwo!' He did niot- deﬁﬁbt/'the dfullxdmount that-he ¢laimed:
lgmuon nbarnnd oy 2eriedieg oF s 1o contnts et oft i
~The Opanndsw.cWhati did hé dedwct ‘when:hei x}iade .hia-fire$ payh
mmt:éd;&m{n Deaduprenl) apshe oS e sk R TP
Mﬂ'tHawrbbmJI'hs :Senatorwill bear in fhind, of conrse, that this
clsim for aniartivation and its foll éxtent was not known by, the tex-!
&syev &mtil sfter the'mtium)ﬂér the partwulu- venrs in . view: was
1Lt P ety Il veer}oa .
"!The: Gmmum Yes; but when he ﬁled lns returm-..—
- Mr. Hasgoon. Fop!1918) sayd > 1 o
The Caamuan, Yes
- My Hasrson: Ho/filed t.hat'm:anilgmmg of 1019, |
+The Oniarmman. And ke psid on his return? ...
- Mr. Hamrsonw. He paid his tax: based on what he retumed
The Criammman; Andat that time-he deducted no amomuatmn?
- M, HamreoN. Yen; ho made s deduction., , - [, ~,';
: Mr. Mawson: He made & deduction. of . 003 0&1.89
mlh:; thmm.s I-think that includes-this subsidiery thnt was latgr
‘ou
‘The CaAmuan, But' we.are; fewng back mto the deta;ls, and i
want to have thia matter ‘dleare AP
- ‘MrevBMaNson.  On theiconsolidated. . mtnmy .them 1was dpducted for
tho 'I’Z eaks 1818 and 1919, $45,05,905.20,

e Cramagan. . Wi gvttmglaway fmm the stq You. are,
ttagl:llz;llga abom;t 1918 md 1919 d Lam tallnng about when it mado
1 e NERSPS I H

. Mr.. Mp:om.’rhat is wh&tl am 4alkin ahout ‘too, . ..
-/ The Cramman. But you said 1918 and 919. Dxd he make a stater
ment- for-Loth years combined?, ... N
r. Mansow. No, sir; aot £or. botb, yems oomhned. He totaleql
gll thz deductions;made. by the‘ taxpnyer for amortxzatmnrm makmg
is return,
- M. H!mmxa. You bave them separstad there in’ 1918, Jt ypu want
iti
' Mr. MaNsoN. Yes~ the ‘taxpayer, deducted m.tl%e oopsohdated e~
turn what we iare. dlscpssmg hem,,for 1918, Sgﬁ 02... The tax
&ger deducted frommta P19, veturn . %3,257, ,‘-.‘h or. a total oﬁ
vit) o u‘ L LT N SR R
The Cnumum Yom ttm it all’ llﬁﬂe'(ed up‘ . When ﬁied,
his: ‘:ﬁ% mturn, thqt was e%e imca}l lt, in March,JQlD ,%?s that
X o
OQMr HABTSON, That is nght—-March 18,
5 Mr.lgiw\me. :Naj thet,is pot quite- rlght ’I‘hat was ,exte!;dqé! to
une Yoo bt ,,.‘, et
Mr HarrsoN. Extended to June 15, 191

HAIRMAN: ‘When; h ; 3, ntm-
y,gf amortxzzztxon, und:r %atc%gév 31('“1(3 ﬂeductwp 3" app

M.t -Haxggon. Unde tute i
%‘ah; gnammm Wag't atm o taclt passed 19%31?9 sl “‘; "
r. Hanteo a5 passed early, r; ie
the 1918 act an(i had effect for tel?e entme ca dar yeélyoi"Yb %
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- The CuAman; Then, until ‘al ¢ase: is/ settledy dodn the taxpayes
gat the benefit of his déductions, withous interest? t+7nqrs 1 A1 1id
" -Mr.; Harreon. What /has : happened, :Senatory: inthis: casty a0
doubt, ‘is that' the texpayer; after tai:ing?'eértainiidedudtgons 1fou
amortization, has claimed additional -amortization-allowance and
has made a demand upon the commissionsry unddr .the law, tolfre-
determine 2 proper amortization allowance foiv:dl the:yedrs; dnd
it is'that redetermination which:is now in process of settlément in
the-burean. -~ = . e e a0 rwent Y ot
" The ‘CrammMan. T ask -the question, .andI:'wonder:if -anybod,
can Aanswer me, -. . o F T e el et ol

Mr. Herine. I think: 1 can: give 'you 'some ififormatioli on'.it,
Senator,: ;- i .- B ANE o EEEFAUEE PR RS PEI

The CHairyaN. My question is whether a taxpayei’ gets the benefit
of the deduction that he makes, at the time-he files his:taturh, until
the matter is finally séttled, without paying eny interest on-thdt$

Mr. Nasa. Mr. Chairman, the 1924 yevenue' aot''provides -that
any deficiency in the statement of the tax at thd itime it is o;'lEinsilly
filed that is subsequently:determined must bear interest atithe rate
of 8 per cent from the time it should haveibeen paid up until the
time that iV is paid.. Refunds are handled ih the reverse: way. The

Government pays interest on:the overpayment from: theidwte: that
the ‘overpayment is determined until -the date it:'is: repaid. -

The Cmairman. Then, if the Steel Corporation is denied:some
of these claims; which: the testimony scems-to indicate should be
denied, wonld they be required to pay interest on'that smonnt$

- Mr. Nasnt. They will be required to pay interest on any:deficiency
.from‘;;he date it should have been pdid -up ‘until thedate that it
1I8'pamd.: ¢ et . EIR R S L

r. Manson. To make that concrete;,’ Mt. Nash,' say- that they
deducted $45,000,000 in 1918. If, on the final determination of this
case, it is found that they are entitled to $80,000,000 instead -of
$45,000,000  deduction, there: 'would be' an ‘additional ‘assessment
of élb,OO0,000, plus: the interest on $15,000,000: from the'time the
li918 :sx? was due until the time the $15,000,000 was paid; is that

right¢: - EE e A
© Mr. Nasu, I believe that is what the provision'in the 1024 act
wou]dimp]y, : e . T N S TR

Mr. Henine. I think I ought to state for the-benefit of the Senator

that- this taxpayer has been assessed and requiied to pay, and I
understand: has paid, substantial additional amounts: to hig: obiginal
retiirn. These are tentative payments pending the final adjustment
of the case. - B ‘ R N ST

The Cuairman. Have you any record of- those fromi your ins
vestigations? - . : I S A S AT R S B
Mr. Parger. I did not go throvigh all of the audit papers.:* -
The CuairMaN, I wouid like to ask the solititor this: question s

In the “statement’' made by::Mr. - Manson /yéstérday; heé 'edid! the
fo]lowing: "‘ Ve, -'-,:: D .',"‘.’.'73 ‘i'f'> T R IR

“Thie wihount of siuiortizition atifed Ty mqﬂé{mnﬁ} PSS

Is that.a part.of the taxpayer’s veturng® . . 0 0 c

Mr. Harrsox. It is not, Senator.. Oh, it becomes a. lytzqf».his
return, I assume, because it is associated with it; but while I have

.

IE RIS B S TPN B P
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ot the detdiled: fzctis-ini my. mind. I:have not.the slightest doubt but
that the taxpayer since. he filed his retuens;dins cbme dn with u de.
mand-upon the commissioner te:make'a redeteniitination .and petmit
hiin to file. additional claims: for amortization, If:I.am not right
about. that; Iiwould tike.to be corrected immediately, ... . - . .
o Mr, MansoN. That must be true. .- . ;. @i

o MreoHerina What ds correcteic - Jai o el L
v Min. Maxsoro Because ho only claimed in, his veturn-$49,000.060.

The Cuairyan. You do not consider that these claims made by

the. taxpayer,. for. ambrtization. 'and:.depreciatian, made qutside. of
the returns themselves, are a part of the returns? ... . ..+ .
. ‘Mr, Hapzrsoni Not.as. a part of -the. return. itselfl necessarily. s It
is very possibly a part of the return from the publicity standpaoint
i The GHARMAN. Lhat is-what: I was getbing mt. o . oonir 0
t1iMr. . HarmsoNi Because certainly: he ihade some claim fon;amorti-
gation in his getuvm.: How.he segregated :it between that:and the
subseqwentuclpim,: I.do net krow.... .-y i gy -
iThe. CHAIMAN,: Have; you unything further. Mr,,Mansont, .

- Mr,iManson. In connection with this.discussion: i to' the!status
ofthis.caspy I just, want to call:attention: to the fact'that the.issues
raited by: counsel for the. committee don xoti prpsent.any question
which would mat he characteristic of the claims:of most manufactur:
ers foruamortization.;. They:go:to; the question of :whether. or not
amortization shall. be determined by isolating: the partieular prop-
erty upon_which: amortization .is..claimed, o iwhether. it shall be
determined. by, Jumping,the facilitics of.the taxpayer, and- getting
thenvendge usesof)all of his facilities. . The question df amortization
haa been béfare the bureau: for at least.four years: hut if:we are
only to go back to 1920, it strikes me that this question raised by
counsel is ong that is fuddamental, it is:badic,in the determinstion
ofiamortization. and:.chn not’ at..this time: still -be)armopt question.
even. though it. had not .been disposed:.of by thig:deeision published
on.November -8,,1924,.which I have already read into the record. - -
-1 asked Mr. Greenidge the question whether: this ;methed had -not
been applied, to: most amortization claims; and he .sgid it had enly
been applied to about 4 per cent. I wish to state to the commit-
tee now! that either: Mr. .é)ﬁeenidge,and I.ave.not. talking. about; the
same subject, or I believe that it will be necessary for us toigo'into
thig subject o .great deal further in. order to prove the, real gtate of
facts.. I am.satisfied in my own mind, although.I do.not:care to
make: the 'statement .as .of knowledge, that. as to, most amortization
claims tlie. same rule has; been followed: as has been followed in. this
case with respect to the questions raised by the issues presented: hy
coungel for the committee.: .. -« . . i) o e o, 0
- The CHamrMaN. Mr. Greenidge seemed to indicate that,yow.and
he were not; ¢alking: about.the same thing. 'Xs that correct?'; i,

- Mr. GRERNIDGE Y08, BIT - . 0 i Tl 0 e ) ey
+/TheiCrarrmani Wikl you tell'us what you ave talking about, thenf

Mr. Greenmoe. I was talking about the use of value im use as
applied to lower replacement costs and -reflected back into original
cogt; 80 that Mr. Manson’s statement is essentially correct. '~

. The Cmamman. Then, T:would like you' to''ahswet the quéstion
that’ !ﬁr-‘,‘Mahgqur propouinddd a while agd,"which was ts the -effect
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. ‘whethier it was your understanding -that; generally, spesking, the
claims for amortization had been settled on the baeis:which hgs hoen
ag'med upon, at least tentatwely, m the Steel Corpomt,:on casec.
Greewioor, Yes, sir. . R R I YA SRV SR PITN § O
The Cramyan, That angwers yon‘r qnesbmn, does it not? sedt
MrMANSON. Yes. :

Mr. Harrson: Mr. Gmmdge ds you knoqur Chmxman, ls fie
the_engineering. section: - Mr.: Hering was fof some,monaldnruble'
period of time assistant chief of the amortization sectiony they baing:
two _entirely disassocintad organisations. "I would like: to| BskIMr.
Hering -whether, agcording to his knowledge, Mr. G mmdgev /has
‘corvectly answered Mr. Manson’s duevtion... 1.1 1. uit waifneau

Mr, ) Iwould: say. es, gonerally. speaking. . Of conrse,
there. havebeen cortain things diflziences. . aumiliit o TRaE
"M,  Hartgow. The -eriticiam that Mr. Manton ie: m#kingf is; mth
régard to the-formula and thie elenuents gbing to niake ixp the fommla-
He has criticized the use of any formula at all—.. « '/, e

Mr, Mangow." This forinula, and: then the-others, - - v

Mr. HarreoN, Yes. He then suggests, of couirse,- that. cdnﬁeﬂ'mg
for the sake of a entthet n: formula is. proper, the elementa an
factors ‘used 'in avriving at the answer: in:this case-ivere entirely:im-
proper andiirregular; and ;you say that subsbanb:ally the same mgth-
ods Jave bben followed: in similar casds. ettt

Mr. Hynrse. I would- nto ex‘plam thatm llttle, i T may‘

- Mr‘MANBON.CB!tmnly R T U 1Y M TR AT I ;m

- Mr,‘HeriNg, ' One thing that I understand Mg M‘anson cmtxcwep ns
'clie use-of the three ysars, 1021, 1922; and 19289 . o fo

Mr, Mdreon. ‘Let us talk ahout the formula/ ﬁrst. '.l‘he ﬁrst outn»
cmthwlrmedvm»—* Ce et s g or g iy

w0 want. to t this olear'm iny own; mmd Mr.
Hartson asked' tho quegtion: whether, generally speaking,| these. cases
he.v6 boen- settled: on tho same: basis. - Now; we.will disauss t.he for-
mula aftorwards; bit we are §ettmg all mixed. up.here. : 7', .

- Mr, Miawsow All right, * Pardon me. v/ 5 i 1 T

- The CHATRMAN. Whut i3 your answer to Mr.. Hiertson’s qnastxon?

“Mr: Herine: I said yes, generally, speaking, but that ithere . were
eertam mmokr ‘differences; and I- want to- etp ain- what.zthose dnﬂer-
enceg&re; - ionitboo o HNTIN
'm'.glﬁ e?:mm.,m‘us'ﬁmsh that,:than. 'You maye mtkezyour

m A L L Y S I ITHEUNTY

“Mr. Hunino. We have not in.all casos Ased the. threg" ‘yoss. 3 92
1922, and 1923 plone. You must remember that in the;settlemen o
these cases.in 1919, ‘of course; we-had to use such.'data; as,coul
proéured. - At- ‘that time' what the production, would be in 1923, Was
‘merely ‘s wild : gredsy so, a8 we went, along, we, naturally usad. the-
‘years on 'which we could: iet .actusl ﬁgures or some, deﬁmte, bus;s op
‘which -we epuld estimate:t S
'+ The CHATRMAN; That: made 8 great deal Qf d_aﬁerence m tlus par—
txculan cage; did it not§:

r. HerINe: ‘'Well,- I do not know whether 4t dxd or not. M’r.
Manson mdica.ted that m gome respects we mnght, have allmyad.nmw
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b amottizption’ ifuwe had 'used; the. priar years, but I will; sa
Qﬁ‘ﬁﬁﬁl}‘ Bbe"k'ing“»z-*i,’i I TS IV TN ;p>: 4!";":.'\‘-’1‘ L P y’
The' CHaninan. In dther words, the geners] difference batween the
sottlement or the proposed settlement, inithis tase,.and; the prior
settlemehts is related. only: to the question.of production,during :the
years that you had available at the time? R SRR P
i1t Mr.Huning.) Y would say that that sves the chidf difference. .-
[ Fhd Craxmeracs. The formulaiwas gedérally. the same, but you had
‘ﬂ,iﬂ'ehnt‘yem’to—ded!mth% LR T O I TeY O P TP P B PR S %t
i 'Mﬁ;')HamquJ Yisy wd had:different detsa availabléi, /(.. 100 -
My, BEANBON. I fwant) to-point -ouit &t. that point that Congress, in
smending the act, did so.upon:she-assumptiorl/thet some. taxpayers
-would bé'injurod: by relison.of the, determination wmade dn esplier
{be;\m ,uggn insufficient dats;sandr¢hab inothericases the Gorarnment
‘Would' beidjured. nPor that!fessdn Congriess pridvided: inlthat act
-¢hiati at ey tims: before ‘March 4; 1998, the. commissioner; should,
upon application——H i 1e wlvvnd o Yo s Gl e OB L
. The CrARMAN. ATS yols talking:abotit. 1928 o0 2924¢.. 7 .:
0 M HarvsON: March :8,1984. .~ v 10 ¢ ey 20 08
P My Maksons March: 3, 1924--that 'at/ any: time before -March 8,
1924, the commissionen ‘ras required; upon application of. the.tax-
g?orﬁq:mde\teﬂminwam‘mim on. and - thet in other casss: he may
etermine it. In other words, if thé taxpiyerisinjured and makes
application 'for redeterminbtion; tho commissioner is bound ito dp it;
.and if the Government s injured, the law4tleast implies-that: he is
gupposéd: todoit!” Birt what I-am trying to get at here is:that while
the steel company’s cdie'iniitself is an iniportsnt case; the ateel com-
pany’s odso by iteelf is!not'as iniportant 4z the entire application of
these principles to all cases, or to most of the cases, and.that-the ques-
tién that'werare r,m'sm%;in! the steel case, even though.the:steel tase
‘is not finially disposedi of;is not -4 moot question ;! it' isinot:-a mera
‘abiteddt-question, -and I have hoped: that-it' wes:nut going! to be
necessary for.ug-th go'into.atly more cases whichi hdd beensactuslly
cloged, so that the Government couild:tiot profit by, omminvdstigation
g to' develbp the practies :of: the :bubesl/ with -respect -to :the
determinition of amortisation, ''‘And certainly it was not intended

to'do any’injustice to the buréau by taking a case which they had
not had an opportunity to thoroughly consider and finally dispose.of.
1 Mr. $HarTeor, Well, thert is' no' question but.what we have had' an
opﬁortunity to thoroughly consider the United States Steel, Corpora-
-tirtl cnse: . Tt Wds been there so long that: the: greitest consideration
;c&?’ﬂ'-'aﬁd’ heg’ beenv'givenito ity but the point g still .well taken
of course, that the case has hot Heen' closed, and it'is only in: process
‘of review. It is quito mible—.-and no one. can.gee-just what the
résult would or 'right be-ithat-an assessment -letterishould - go out
to thé steel compeany, involving some additibnal assessnients, which
would take the case, maybe, to the Board of Tax |Apppesls. .-I.do
ot judt know what:the ‘adjustments are going to.bei . It\may be
they will have a rofund; it may be that they will have an.over-
Atsessritents ' T’ 'do tiot know; but the:case has. not: been cloged and,
furtheftioke; Pehithk we'cant agrée that the formula iteelf has been a
plan usually and customarily used for determining, for a concern -
such as the United States Steel Corporation, the value in use of its
properties acquired during the war. - ,
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+. 1 Mr, Manson, I# that is true, then. the, formuyls; generally. applied
[to.this: olass. of ; cases is, p, formula . which .‘r-;i)eqiu iy, cg ggined
by the only.yuling: theii has:over been. pu :gl\ d by the bureay, i
.+ The,Cratrman I wonldlike to.gsk if 1t is.agreeable to tha bureau
that, they take the questions raised byiMr, Manson.in;the beginnipg
+of this| partichlar cese, anglyze them ml_}ci )PEQaORt, an sxgument or
statements tothe. icommiitee 88 ta. whatithe huresu’s,vigws. axg. in
iconneetion with those iasues, whethar.shey.agree that they: sre war-
ranted:and, if. warranted, .wflethey the. burean is, willing. to open np
ithesp. amortization. cases. and.yaviee . them,| 5:9, ugg:t@h, us ??e’_ é,e
attitude: of the bureau is.in. connectipn with . ege claims made by
counsel for the.committee. ... . oii s contibis s v Ty
<. Mr., Harrson, As'L undexatand it;, Senstorn, yqﬂ;mmw,&a{a@ the

oints of criticism that Mr. Manson has made In.the steel ¢ase. as
ibeing points that: the committeq. is questioning mgto;&o,Me. Jprac-
tice-and procedure.on-matters; of principls that have bean followad
in other casts, and develop, either.an anawer-torjustify what has been
.doneyor+a confassion: that) a mistake has. been: mﬂ& in_the settle-
-ment :of theoe: points, and;then: an. announgement .to, the committee
:of just- what. the bureau’s positign ia/with vegerd to:atf ..., .~ ..

e CARMAN. It seems to me that that would be the proper pro-

Cedlll‘e -’doeslb nobtoyo“'? P N T AT N L S B TTT IR
it Mr, w. I hawe no criticism.of that., ..., .. coiiagont

- The CuamMan, What do you. think, about that, Mr.:h‘lgskﬁ,g L
t M Nuasw, L think . thas would -be the proper. way. to. handle, it,
iMe. Ohummn. T T A LT L) § B R Ty o L1 LT S RS DR
. The 1Oramuan. . Becguge .we shoyld elﬂles;-&banc%?p.,pnx:.,qﬂprts
to jget: at this question of amortization. and, the metheds by which
it "hes besw iod 0. the.burean; or, wa should recaiye same state-
mént’ drof the:bureau).as :to swhether. thay, sxe. going, (0. pay . any
sttention $o:our interpretations, bsoausa, there,is no usa of going or
-wasting ithe tinge-of  the inyestigatars: .and oursalves in_analyzing
these cases, 1ﬁ.'thgrburp&q.am~gomﬁ&tq stand, pat onp, what thﬁy,:&;},ve
.ddne.'antd do nothing to.open np;the.cases for:the benefit, of the Gov-
-ernment, . - ... T (R DR P S :..;"i-'f:'.uu gt adet
.| MrJ HarmeoN. Senstor, a.year ago;:the question cane, bp{qre..ﬁhe
commissioner, and the point has now slipped my. mind, which in-
volved & change in the bureau’s £ront.on & matten of a gyeat desl of
importance, and it is not an isolated. instance that X, am- sppaking
of at all. The proposition was presented to the mu}ﬂyqsionor as
:a matter. of policy; of what he should do. ,;fl,t,wasv.,gvt y. some
technicians in the bureau that taxpayess, due to s favorable ruli
'or & favorable provision in our, regulations, had benefited, beyon
the amount that they properly should, if a strict and literal con-
strugtion of the law:wereapplied. ..« . 0 1 L v
i Butfor, a..period .of yesrs, under. this t:uhng,, which was, on its
Ifd0e. entirely proper, the taxpayers, in.good faith, had'g:\ud, and
the -buredu;, in- good. faith, had settled and{adins.tgt.i an, that basis
.and-closed the cages.,, Now, what should the commissioner do? . This
was the proposition which was made: . Should he go back gnd open
up thousands of cases, disturb the interests and the bysiness stand-
.ing of the Feople who were concerned,. and sstill further confuse
_matters, rather than. follow a procedure which had been, adopted
over a period of years? ! L
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Poip b;écéhx’é"aﬁﬁqitég"ﬁbduv:ﬁh'o f}‘éai‘s’*‘g o-two Years' ago' ‘the! first
'of ¢thiy' coming’ moxith-—and'as:’ é’%l“a viser to the commissioner,
therd e twb or thiee'thinge'of Tundamental importance which I
- disagresd with 'personglly; as a new mind, &' frdsh  mind, ¢coming in
“there. "1 had"been ifi' the ‘6fficé 'as- assistant for wix wonths’ before
"that The tAxpayerd lought; to: be ‘able: to 'count! definitely, | with
‘suchcértaility ‘ag ctfi bé déveloped on matters effecting: their intor-
eats, ‘This is 150 ‘in':the’ iiterest of the people in the Govérnment
: .eriuﬁ.w adhiihistey ¢he'law, dhd I 'Veriturb to:eay that my succéssor
"ig gorng to disagieé’ with'soihe ‘of ‘the ithings that: I'have done, and
‘that'hé'is 'gosbﬁo'bb témpted, as I was temptedy to publish in some
ggrmal way rulings and opinions on questions ¢f law' which might
"bé answered either way, stid’ disttrb ‘and: wpskt-dnd confub,.ebtab-
lishéd pritreiples: ot vod o dt W 0 e Lo
. " Th tendueticy 'hns been, dnd;1 am: personnlly in thorough agseord
'with-it, that even thougdthe" Governnient:might change & ruling
“gifd g6 batk and collecd '9oiné move raoney-<how anuch we-do not
now—the Joss''to’ the Government: in' this ‘disturbance of:the-sth-
" bility of budinesd conditionsand: the! lack of ‘certainty! that after
ou readjust’it’yow wisy Hhut'be rght; doss:not ‘warrant ‘the -action
~'g'gin'g‘ftgkgﬁ;f“ O T T I T I T R Y O L R P TR AT b
I somehow feel that while everybody ‘recognizes: the tremendous
problem that has confroritetd thesiofilcinls i the burean-dealihg With
the thousérds b dasbs that-have! tlirgughy and-have been set-
- tled 'and’ closed; sorte: of theth fnivolving law points aind: not reférfred
R7 :law%ers, and some of them involving engineering. points abd
1ot reféired o' engitedis—thut in the adjustment wnd settling of
'those ¢asés; thers 'could'be: td:day 'a bétteroadjustment 'of .those
ehsks thian Wik mhdde three’ of ' fotir ' yéars ' ago. - But: whether:ithe
-'Govérhment is Warrantdd! as'a thatter-of polioy,in' the light:of what
“we now believe 16 ‘be” & More’ perfeot constragtion -of the law than
- Wwas' given 't that time 'to' thiereby téopen-aiid ‘readjust all of:those
“ddges, is a ‘Hiatter of ‘serivus coneern, in my-judgmentii .- - -
" The UmainizAN, "When yotistattéd to 'malke.that staternent, Mr.
Hartson, you said that the commissioner was confronted tith the
'gue'sti‘tiﬁ‘ ‘'of Teversitig the rilings or' policy: of the bureau. | Did he
decide! that qestion v 1 i s
' Mr., Hikbey ."{!e"dééided‘nbmo-do;it:w R R
©The! CHARMAR! 'Not to:dolitd!c+ « v o tor o e
My, HAgEsoN. Not to 'dodt: v - - eite e 0 UL
" The'( dﬁm}\ﬁ. 'So we mayinfer from that, then, that he: will
‘ot de¢ide to do it in’ thigeased: - -« T d e
'f"‘Mlxi.' HAkvsoN. I'do not thirik such an inference is warranted; not
At all o N e b e
.. The Caairman. Well; it followed right wpon. my requests . .-
. Mr. HaptsgN, Well, T am ‘not speaking for the' commissionét in
‘this.’ ‘T 'amh merély’ making a statemient which I think-is:founded
w experieiice’ and ‘conditions ‘as they actually' exist; ‘and I do:niot
“Want the Sénutol |§¢]>’,' lead ‘md'info #an answer to his question: which
“filght 'émbarrass the cominissiotier. * I know the :Senator -has not
'hpi"iticli' idea, "' G o oint o o SN
d

» . [ERESE AFELAN E .
, g Citammax. No. But your statement followed mjy request, -
“and ‘I 'thought, perhaps, you ‘were kind of preparing me to let me |
down easy. IR RS

L
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I"bﬁ".‘:l{ﬁltirOﬁ'.l"N'".! Paeirtn ;g'_,. et :I? I TICT BV TR TR Ty
The' Clrarki &n CtHat' 1 i ot ‘expécting 'any?'qctionrﬂml':z.
Mr. Hartsox. N6 I'tas'hot.’ "The ﬁug‘p?_sé’d my statemnent, Senk-

tor, was this: T thinik'it Would bé a very \holésome thing if the Sen-

ator's ’})ositi()'n wa's Yevdsed and lie wére’ confrofited ‘with ‘the-nices-
sity of having tp make this decision il'‘tlie- United States ‘Steel

Corporation case. ' Poséibly ‘g0 'bick' hnd carfy: the’ efféct oflhis

changed ruling thidugh in' 11 the'othet cases; and then havd té' face

the taxpayers of this tountby. /= 1o e e Te

The Chamoiax. I would just love to have to:o it/ -
* MY, Ferso. T thinl the g

Loeatdo 1!
1¢:the ‘Senrtor, if he wolld love 'ty have té do
it, would fin comilitions reatly different than he now anﬁgipates
the “\:0{ 'l‘d"bél'"“"'! Iu(n'\v'“'“("l Ny ‘I Ay e ' ettt u"‘r::;‘“' R

’lyhe‘ Cramtas. Well, wonld ‘yoii like s6me tiine'to take thisup?

Mvr. Harsox. 1 would like to have some time; yes. I think it
should be done very carefully. I do not want an unreasonable length
of time. Does the Senator have any idea as to the adjournment of
the committee during the holidays?

The Cuairman. I hope they will not adjourn during the holidays.
I do not know what my colleagues are g8ing to do. Apparently they
are not going to take a very active interest in the holidays. What
is your judgment about it ?

Mr. Hartson. Personally, I have no interest in it at all. T have
u speaking en%zgement at my fraternity national convention, which
is meetinF in Cleveland on the day but one before New Year’s, and
I should like to be in Cleveland on that day. Otherwise I will be in
attendance on the committee,

The CramMax. I think when we approach that day we can adjust
that with the solicitor. I will have to talk with my colleagues about
the matter. I do not assume that there will be any obiectxon to our
going along next week, outside of Christmas Day, although. Con-
§ress adjourns on Saturday, adjourning from the 20th until the 20th,

do not know whether the other Senators are going to be willing to
sit during that period or not, but I am willing and anxious to do so.

How long do you think you avould like to have to answer the
question that I propounded a moment ago?

Mr. Hartson. I should like to have not less than three days.

The Cnammaxn., Have you any case that you are ready to go on
with to-morrow, Mr, Manson ?

Mr. Davis. If we drop amortization right now we could have one
reedy to go on with to-morrovw.

The Cuarrman. Mr. Hartson, would the fact that we go on with
the hearing interfere with your bureau geiting the answer to this
query that I made?

Mr. HarrsoN. I am inclined to think not. No: I think the inquiry
that the Senator has made with regard to this steel company case
can be answered without the necessity of my being personally pres-
ent during the time that the work is being done.

The CuarmMan, Of course, that query included not only the Steel
Corporation but the general policy of the bureau.

Mr. Harrson, Yes.
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The CHAIRMAN. I would like to ask counsel for,the con ttee Vs
%watlpn,e.Su poee we lek th amq ization qqtlor,x rest, w ile.
T-yoU. Xes togmon, 35 mn ?{’ ol ,d scovem '
- Mry MANBON. .mn mix C,im,ez il
- .Mr Dayig. X thi g w;n ave; p,‘caqq );qqqy on the questxoq pf
wmfw'moﬁm'w: : Mot ,“ i1 ‘ [ S A ooty
..1 The Cmmatgr. What, sthpmmgo%tgm by
AVIB,, I{;w ersey Caleite Coy ortcaseo.« »
T he CuarMaN. You want to go on wx t at to~morrow?
Mr. Davis, We can,,; .., .
i. The G#Amunp hen wq: mll admurh unm 1p @'clock tq ,morrow

(Wreu% \ at 19,38 o'clock p- m '“thié coramittse ad] oumeii unti?
t0-OLrOs. edpesdsy, December, 17, 1924, at 10 o'clock 8. m.) .-
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 INVESTIGATION OF THE BUREAU O INTERNAL..
el ‘l !IBEVENFUE. i(l' i n, i KA EEHARE

£ !m"'(:'\’!
-_':‘-'H.v}‘ ,--’: T A

Yo, TRIDAY, SANUARY u, dgfs ;0

ST ., UNITEp States Spxar _‘
I Snmwr Couum'm 79 INvesTI j'm qzlfn
it e S e um:mor Iﬁmkwj(n EVEN Jpg N
e i ittee met gt 10,30 0'clock 8, m et %%gm’b d
e commi me % o'clock a,
Present. Sena to OUZONS . (ﬁt:él?dlqg), Watson, Emst,,m% ng

egent.also: L. C. Manson,; of unse r the
N .P t on: bohalf of ﬁ}ﬁ: : ﬁg vqu: \ .
Nash, -assistant .to’ the. mner of Interngil( v&mue, ]

‘Vglson ‘T.: Hartson y u;eau 0 an

Mr. S. M. (xreemdgé, ead m;gmeﬂrmg dnvxsloh,lﬁtnpeau :fn %q%emgg
venue. o

O et?’;amuagn Mr Manaqp, you have a maf,tgr tp presqnt tq Hw

conum now.

Mr. Mansox.: Yes,, My, Chamnnn, I would like, to take abm“; 1{5
;mnutes to zoﬂm lete ¢ md in th: Slg;ngied States Steel ‘Cor goraé-
ion case, nopw, i o, re s(.tte n

'All the data thac I care to putp n’to 1 rd’g;y}mp @ g
exhibits. None of it; need be :qopx mto t‘ﬁ:q coyd, and nqne of
need be read, as I think the department; is familisr wi
Senator Emg n?;l: %hey necessar) to sustmn the state,lpeh f:hat
you_are. go (Y Y
,y Mr. Mﬁn?o% Which'I have o ’
,Senator Enrs'r. 'I‘hen, how are we | lpg “to kuow t,your statq
ment ¢an b sustained ynl oss. we have those some p 9’
. e CAmrmax. The be attiched. to the ord, Senator
gena,tort{‘fwsr Oh, {hey are. to e, attached to t ® Tecprd, dld
,n w. that. .
g r. Manson., I want, ‘o oﬂ'er them as exhlbnts in, order {o sustaip
the. statements that, I have made. : _
Senator Ernst. There is no ob]ectmn to that
. Mr. MANBON Exhibit A-1-—-
. Seng or,, WATSQN, Is there dny résumé Mr Manson, t‘hat y6u can
S g o it o i
. M, N.- I am goi ive: that to you ri o
‘ gq A'rsom l’g&ggn mge, I though)t' voungrq goxﬁg 6tf to
othing e :
ﬁ ANSON, Ism 01 gto ive you that l‘l h(!.
. Exth ﬂ Tlus is tbg sl‘l}mmargv rego t of M ﬁischer, the
income-tax unit engineer, who made the first” report onlthls clal

H 111071 "

0oL '-l:'r.!w
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This reﬁort summarizes the reports on the property located in the
several districts. According to this report, all of the property upon
which the simortization was claimed which was in use at all was in
100 per oent use by the taxpayer.

3 is is the summary report of Mr. L. J. W. Van
Sch dkf I,‘ncbﬂ UntiS dngineet; Wbl exathingd ilier prépelty of
the taxgayer located in the Chiga rtw f’ d Duluth districts.

Exhibit A-8: This is the repo: r. Van Schaick on the prop-

erty located in the Birmingham-district,

Senator Warson. Who is Mr. Van Schaick?

Mr. MansoN. Mr. Van ‘Schaick was'the engineer for the Income
Tax Unit.

Exaibit A,—‘,& 'I‘hls is, a compllutwn of extracts from the reports
of Mr Fl qr x} Sehmck shb&vmi; the conclusions
reached owing theu éxamination of the pmpelts of the
taxpayer m the sbmgh district, as to the use by the taxp i) {

o erty n which. fimortization is ‘claindd.- ’I‘hlé Cutiipilh 1on
nred “\lr in'ker1 unid "gliows the ‘manii- of” thé”é‘ngil eer
ﬂbt't i§‘ wotéd “fkom, the date’ 6f the éxamipation”in‘epch
‘thi; p 'of ‘the ieport fréin Whie ;\ the §quotations ‘dve Ih e

xhlb t B’ is'id an extriiet from*'the 1eport of H/''A. Whit e
l'hcomi Tax: Unlit retigineer, 6i ‘the’ clafin 0" the'( arhtg el te@l
‘Thig gktiact ab%‘re pages 100" to: 122 divelusive; ‘d ‘Vohinle '8 of t

*pott, and shows t}le method.used in determinjng the vahié ‘I

the 'pi skf*ty 0t thé taxpayer poir'! hich -ambitizatioh was
claimed, and the l})gucentage of value in use,which was u‘ied‘zi efer-
Thinitlg thé‘ hiwor'tization allowahées made upon l} thie takpayer's

ro t .~ PR P (%Y
P Bfég m‘ﬁok "Mr Maust‘mJ was that ‘oktract’f fr()rh M‘l Whitigy's
'régaréd 'bfy'M’r Pdi'kei’ ' 1
a§’ copied ¢ éctly from ' Mr. Whitney’s t‘epblt
I lﬁ{hd thdt &ohé 'Tﬂe‘ 'whole ‘tﬁ g i taken frém lt ’boﬂtly

Mr., MANSON The entu'e section of the.r ?pdrt‘ xﬁlammg how he
- estimated the production'for 1922°and 1928, and, ho® rived it his
factors of -vAlug in use. “AsI said, it is’ pa,ges 100 to 122, ificlusive.

Exhibit C: This i Table 1, showmg the mapufacturmg bapacity
tmﬂ ;the’ pmducnpn of the taxpﬁ ér in’its.thres primary prod ucts,
1ron, steel ingots, and’ billets; bloonis and slabs, nnd in rolled
1shed stee), for the year 1910 to 1623 mcluswe The' exp%ﬂ ljl‘es
for plant ‘extensioh und im rovements, exclusiV g ‘of the amortizZation
alloved by the commxtte 'S, engmeers for ‘éach” ‘of s&;d yéars," is
shown on this table.
.. 'This table also shows the rates of capaclty to productnon for dach
of sald years; and the ihcrease or déérease i in capacity,‘durmg each

Exh;bxt D: 'I]‘)n “exhibit. conists of’ tubl& Yo' 7, mcluéfve, and

hows the calculation’ of valuation i in usé, aécordmg tc, 'the formula
used by the. Income Tax Umt engmeers, usxqg the factors: used'by
them, as sﬁoﬁn in Table 2, and 'by ~the use of the djfferent factors
discuss y the committee’s counsel in }us openmg statement. as
'shown in Tablés 8 to 7, inclusive.

Exhibit F: Exhibit F consists of Charts D, E, F, and G. These
charts show graphically the capacity and pro&uctlon data shown on
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Eachibib Q. . The dash: lines marked. “ Gapacity ” show, the acity
of. the, gniged: States. Steel. Corporation _for 1 xi;iféf;tnx‘;;?ig,'it‘lm
product indicated on the charts. The solid lines shoyy,.the . actual
annual production, and the dofted line at the, right of;the, actynl
production: line shows. the estimated . production _‘\'vilch,. 85 used. by
the ,Umt..g gineers ;in ,detprmlning the value 'in‘use of %e, ,}dpiliti‘e;s
Tk Amorbization, mas elaimed, - S Y
.- Exhibit’ G: Exhibit G s s, the production-of all producis of
the.tagg,ayer ,fl'om';LQla,,tg,_lQ%, inclusive,.. | =~ . i et
Exhibit H: This exhibjt- shows, -the,,capitqi;,gkpequﬁnreg,gfﬂﬂ;g
taxpayer for the years 1910 to.1923, inclusive.,, ' T e
Exhibit I: Exhibit I shows the facilities of the taxpayer for each
year, 1915 ta.1923, inclugjve, .. ... .. | | TN
Exhibit J: Exhibit J consists of extracts_tx;om;t{le,g.mmgi, reparts.
of the United,,States Steel Corporation, showing the. purposes for.
which capital ex endituyes. for: Plant extensions.and improvemen
have been made uring the pastwar years 1920, 19 1,,1928), and, P;?
+ Exhijbit K : This exhibit shoys the. vesult of a hurrjed a d by no
means complete compilation of some of the items @Qﬂf%iﬂ},t}m
Carnegie;Steel Go.,, the-Union Railvoad :Co., and wmite; rqperties
have been allowed- amortjzation because ,of, less t an. 140 .per, cent
value, int uge, with identical . items Ppurchased or, erected, | Y- these
same ‘compgmes. ;dp.rgmi the postwar_ years. 1920 to 1023, inclusive,
~,Exhlbltv£;i-,EXhlblt L. is an_extract. from the 1923 .report. of the
United States: Steel Corporation, to its .stackholde y'showing . that
during the fivst gix months of 1923, the output of the t payer was
92.6 .per cont. of its capacity, and- that the average for,. equ K. was
88.3 per cent of capacity, and that, its preduction ¢xceeded ,,t;)at‘,of
unﬁ; previpus year, except the.war. years of 1916 and 1917, ,
xhibit M: This is the report of L. H. Parker, the chief engi-
neer. of thig .committee, upon the. claim.of the United States Steel
Corﬁorat-ion for amortization, ,and upon the allpwances made by
the bureau engineers. ... ... . . R
1 will provide the reporter with.copies of these, ezghi‘bits; and as
the bureau, I believe, is getting a copy of the; testimony, they. will
g'eb..m ies of. the exhibits from the reporter, or we can supply them
irectly. We' will supply the necessary copies, so the reporter .can
have.them for all the copies-of the record that he is making., * |
- The CHARMAN. Are you finished on that mattery; Mr. Manson?

- Mr. MangoN. Yes; I am through. : o .
- Senator Wamson. Let me ask you. a -general question;. XA heard
a good . part of the testimony in: the steel. company’ ¢ase but not
all of it. As a general statement, is it your gontention. that they,
used their own formula, but in coming to.their, conclysions, conged-
ing that.their formula was correct, they- reached. wrong conclusions
by the use of that formulad . . .. . . . e e e
- Mr. Manson. I think I ¢an state that veﬁy briefly,.. |, .. " }
,SenatoerA'rsox..Xes;,vaish.yoquoul S N

-Mr.. Manson, My position is that the first -exemination . of this
Property, made by the: bureau engineers showed..it. to be. 100 per.
gent'i? use. ; -'ITherefore,-therewas no occasion for: the use of any.
ormule., 0 L 0 0L Cee :

S
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W‘Ex' ‘tHs B a‘ lace! ¥thNe the position thhe ' the' formpld ' used
b gg the i’éésons Swhith' I htéd quité Ll’iﬂ y i my’ opexi-
1 a ) et
%en #A Ireniémber ihe‘xh’ UUEIRENE R EI
Yes.’ Th: the' third place, I take the 1;‘:)trention thab
ev’éﬁ'if th% tided ‘that ‘fokmila, they ‘applied’ the 'w
To be g little more explicit oit’ that point,'the fuc 301‘3 a plied : bo
the fomma werd.the actial ‘production in’ 1921 an imated
Eroducnon for 1922 and. 1928 ‘T také the ggosmon that, they ghould
aée "nsed detusl prodiiction for 1922 and ‘1
Senator Warson. How did:that’ actuhl productnon compare w;th
whht they prédicted it ‘would bef
N8oN. The actual production was: ver'y much gres\ten
Séﬁhwt "Biwsr.' 'We do not want the’ figures.
* Mr., Maxibn. Noj I do rot want'to’ go into ﬁgures now unless
you want mb tz » Bat, "that ig graphically sho v
so\z; “I-Was just t rying to' get 4 bird’s- -eye ‘view of it.
‘aﬁ‘ . es: I can give: 1t to' you better rzght here thau I
cO ! :
I} cﬁlgyou ’attention to Exhibit l*‘ Gharts D E, F, and G.
'You need not go iiito' that agam ' ’
Mr. MANSUET}IG continvons hemy blaglk:line indicates the act’utﬁL
fittion:' d'ped dottéﬂ' Tiné at"the right of ‘that lihe- indicates
the estuhated production.” X¢ will be seen that the estimated produc-
txoh was aWway below the actual production in 1922 and 1228
“The Cmmmm In other words, this estimate which was arrived:
at greatly intrdased the allowance for amomzatnon over and abOve,
what they wére' actually entitled to. * =
Mr. Maxsox. Yes s That Was my ﬁrst objection to the factors

se
My, séwn& obieénon was'to the years wlnch were used Nmebeon
.hundréd and twenty-oné was an abnormal year. = -
Senator Warsox. It was an abnormally low year?
My, Mixgon. Yes; it 'was an’ abnormalé low year.
*Sonator WitsoN, Yes, - '
'Mr. MAxsoN. And thev used the average of 1921 and estlmated
1922 and 1928,
My next ¢bjectmn to the use of those factors was that this meth()d
of avéraging rifakes no provision for capacity to take cave of the
ak year. In other words. any average 1s alWways a horizontal line.
\voul always be a horizontal line on any ¢hart. The fixed policy
of the United” States Steel (‘orpomtlon was to _constantly ‘in¢réase
théir capaciy in order to take advantage of peak years when prices
wéte- hxghbst and profits were gielitest; that any method of averag-
ing 'for"the purpose of arriving at the’ requlred capacul;y is- funda-
mentally unsound because it overlooks that element.  If they: had
used actual produ(-tion for 1923, which'-was"the  peak year of 'the
war period. as the basik for determining the requiréd capheity,
hdt wWould have shown' the facilities to’ have ‘beert 100 per ‘cent in
uge; ¥o ‘that whéther yon determing the ‘use by the actual exemina-
tibn 6f thé facilities, which we maintain-is the only proper basiy
under the regulations of the department and under the ruling’s‘ of
the department, or whether you determine that use by using the



INVESSIGATION OF BUREAU OF INTERWAY REVERUD  FOIR

© proper fatkors' 45 applidd to even:anunsound fornfule, yon!fget ¥he

same result. U (TS
The Cruamrman. Mr. Hartson, are you ready dow -/ "7/ o rp0e
Mr. Hakrsok. Yes, Mr! %imw. C e '::xA:rml iresd 1§ ._'.rll'

. 'Sengtor WatBow, i.et e ‘ask you' a’,question';,rylease;a ‘What 'was:

thmeax"of lafg'edt'stéel'prddu'cﬁw ihvour history®: - ™ ;v )t

v . MhNBON,'l?IG‘."“ Fitien L-f',‘i? ’. Oh n'l!l’: A i 5’!)!: ey,

’Senator Warson. Yes; I'thought it was 1926.- (. . - o, il

Mr. MAnsoN. Yes. ~ SILRERIRTT AT NP
Senator Warson. Since that year have they equaled the produc-
tion'of 19169 -+ e 0T g
Mr. Manson. No, , , REEERT
Sendtor Warson.! They have not? .- RTINS
"Mr, Maxsox. No; th«;y have not egualed it.:- In 1623 their pro-
duction exceeded that of any other year; I think, in the: history of
the business except 1916 and 1917, -~ - T
" Senator Warson. Of ‘courss, in 1916 they had .the -capacity . to
make what they did make. In 1917, 1918, and 1919 they. inc¢ressed:
that capacity by building riew mills, did they§: <. . - .0 - il
"Mr. Maxsox. ‘The capacity of the United States Steel Corporation.
pasbeer:i-prdgressively added to—I will put it that way—instead of
increased. et poTR TR,
Sen?tor Warson. It was added to, even.though.thdy did: not
use it STy e S, s g
‘Mr. MansoN. Yes. 'The zeason T used the expression “added to”
instead of “increased ” is this: Every year there have been enormous
expenditures made. For instance, in all of the. pestwar years; for:
the purpose of rebuilding and substituting new, modern,’ up-to-date
and cost-saving facilities for old and worn-out facilities as'the old
facilities reached the end of their usefulness, . . - "0 e
Senator Watsox. Then that is not upkeeps it is improvement..; .-
- Mr. Maxgox. It.is improvement. T L
~ Senator Warson.' Additions and betterments? -
Mr. Maxson. Yes, - i Co

.

Senator Warson. Yes... = - oo R TR FCITEE TR
- Mr, Manson. But there will be years when, in this process J¢f re-
construction, the capacity decreases. For instance, they: close: down,
some furnaces to rebuild them, and then you will find a. decreased
capacity. But there has been a consistent policy, which is shown by
the figures, and which will be shown by any study. that is'made of
thess exhibits, on -the part of the United States Steel.Corpbration-
to maihtain, perhaps, about the same: number oﬁ;‘larﬁe-hmts.mBy,
that, T mean about the same number of plants, about the.same num-
ber- of . fumacesi;;ndi about:the same:niimber.of mills; But, those

lants become obsolete. ! For instance, take the case of the' rican

ridge 'Co.. 'which:igror2 of - the reubsidiaries of the.. United
States Steel Corporation. They had a lig_lant in Milwaukee,.and they:
also had =:plant:'in Chicago. - The /Milwaukée. plant ‘has . bsoome
obeolote, ‘and it i was i into just a’'warehouse.. The; Chicago
plant was the prineipsl plant.at-one time, - Thmbtult' 2, now . plant
at Gary;.and-as the'okd ‘plats became .obsolets, instead of replading
the equipment in them;theexpenditnrs (vas made at Gery. ;1 .-

Senator Warsow. Was this in the sinorizatidn period? ... -
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+(MunoMansoxi i Nogd amapeaking now of the general. polmy o£ the
company.
Senator WarsoN:. Lsee. - ¢ v joui
Mr. Manson. Throughout its entire, hwtqry, d gomg back to
the time b1 its. ﬁnnmatxon thqy,\foliowed, ng gﬁ? rent policy dur-
ing the war period than they had, fellowad befora, and.have, fo OWed;
since, and there has been a tremendous increase, in the he caperity o
the company in all of its'branches;ginee the wars which.goes to. 5
that there was no excess of capacity resulting from the wan, whxch
the icompany ' considers. & loss,; because. all. the- way down. che.line
they have added to the capacity that was the result of war. expendl-
tures, - i
I mi ht say in that connection ithat .in; one- pf thsae axb.;,b;ts we
hovq d)mked ~out ;war. expendjtures, .. For jngtance; in._the jease;of
arnégie! Steeli Co. inamy--opsning ‘stateinent, X.I ,ment.lone;l‘
threa furnaces in one of their plants;: fumuceaneqa.S, ,and 5. L
assumed- that thase. furnaces (weré standing(side. by sgide., . They
pmbably werd: 'No. 4. hadito be vebnilt. duving: the .war,, ; It. Wa.s
rebuilt, and amortization has been.allowed on Ny - In, 1920, No. 3
hadlw(bnfrebmlt; anduir 1992y No. 4 had :to«bp vehilt,, Nowy I take
the ‘pesition that if No. 8. wdsinot. 100 per;centj used, by them, thev
would never have rebuilt No. 4. I am gettmg twmted»--—- L
"i-Berfator ‘WiaTsoN. 1: get you pomt, though. ; IR (AT
The CuamrmaN, Yes; I think we get your pomt
" Mri-Mawsow.iI-mean No.ib.- If they had ihot.n¢eded No: 4 thby
wouldd:not havé rebuiilt: No. 3.sinee the wat,‘ and they. would not have
rebuilt No. 4:simoethe waw. !l o+ ool 50’1
~18bnator: Warkozr; I.get What ymi ard: dnvmg At oo
hiMm:Mawsox. 'They:had:some: facilities. that webe. speomlly for wax:
purposes, which t}«luf had: no.use: for. s.fter .the sydr, (- We ednceda
that they are.entitled to.100'per cent amortizatitn on-those facilities.
The; dy have been allowed it, and we do: nat;.questidn. the -allowarice
e on facilities which-have been: discarded). like.shipyands;: and
I think gun plants. They had a howitzer gun plant ary. .
do not question that at all; nor do we question the allovwances; Whlch
will :be*the diffetrence between ‘the: w’d: ﬂost antl» the postwfar ct)st
ofreproduetxon» IR TRE dee
| T-have!just. onb hnore;wggestlonfrto make Diilor .5 -
rConsideration ‘of this:icase' was- started on' Dacember 15, and
601avémad ‘duving ;December ‘16.': There.iis. nothing ' in- the ‘récord
excopt this case o1 either.of thosé dates.: We have mow.had & whole
lot! of -tther ‘mattérs which:have: inthrvenetl, andIrwould: like: to
suftposts that the: corimittee' grtlen sheumporber,/m case this-record :is
printed, t6 caue thé:proceedings beginning to-day: and until this case

19'disposéd of to be:printed.i iately Tollowshg: the. procéeding
ot Dédember 16; in: ordet ithat ¢he case:mayi be'continuons in.
tadmeoord..ﬂlx?/ RIEH le bt el Lnodts g i sayy M

o Senator. Warsbx. It certainly olight-to ) Weuddunot ‘wantto.
Jwve' i€ 'sphitl'up: - I thought that that Wm:bemg/doxle,,wmth &ll of :
Mdetcm thiag they Were being seg&@uﬂ .gheeqord. - ‘
Ml 'MAnsom T#:that: vill 'be orderdd, E vl hk«&t upbn myeelt to
gee that thab is dones: il think itishould bedone i1 i . or
Senator Wassoy. - Thiere isione dbjaction: to: Bhvmg thiat doue ar
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. the United States Steel Corporation:.. .-

mﬁum::miﬂmzxommuwnmmnm T

The CrARMAN, Without objection, that will'be-dexe.: " - .1ei-.

Mr. Hazrsay. Mr. Chaipman, the bureau. has this to sy in réply
to Mr. Mangon's eriticiem of the:proposed amortization allowanoe of

In the opening statement of counsel for the committee, it is alleged
that -the . first engineers, who disallowed amertization, made s seg-
regation of the amortizable assets from. the other assets-of the cor-
porationy ; This igierroneous.:i No-such segregation was, in fact,
made, the firet engineering investigation being far less thorough than
the second, . The disallowance of the first.claim, as stated in the re-
ﬁ)rts, was based on the ground that the facilities were in full use.

owever, the claim was also.set-up on a wrong basis, the replace-
ment costs being caleulated on pre-war costs; which wes a basis not’
recognized by the unit, In other words, the claim of the company
was on an erroneous basis, accoeding to the practice of the bureau.
This error alone would have been sufficient ground upon which to
disallow the claims for amortization. . ‘

It should also be remembered that this action wag taken after in-
vestigations made in 1920 on claims filed in 1918 and 1919, " At those
times, it was well known that the taxpayer had a clear, legal right
to re?luest a redetermination of amortization at any time prior to
March 3, 1924, and that such reﬂuest could be based on changed
conditions. It was, therefore, well understood, at the time the first
claims were rejected, that such action was only tentative, that re-
vised claims would be filed a¢t a later date upon a different basis,
and that they would be given careful consideration. . .

No finding was made in the first reports to the effect that the con-
tinued use of the proPerty would be 100 })er cent, as is claimed in
statement of counsel for the committee.. It is true that in the first
report the engineers. found the facilities 100 per cent in use.

'he Caamaan. What was the date of those reports? .t
Mr. Harrson. 1920, . ' ‘ ’
Mr, Manson. It was.in May and June, 1920, when the examina-

tions were made. : - ' .

Mr. Harrson. But they did not find, and we &re seeking to make
the point here that they did not find, in 1920, that those facilities
would continue to le in use 100 per cent during the balance of the

ostwar period. (t is true, however, to say that they found those
ac1lities were 100 ner cent in use. ST

The criticisms of counsel for the committee are divided into two
parts; first, the formula used by the bureau’s engineers to arrive
at the value in use of taxpayer’s property, and second, the factors
used by the engineers in the application.of the formulr to the amor-
tization claim of this particular taxpayer. - .

Counsel’s first objection was to the effect that the burean adopts
the average of required capacity as the maximum capacity which
will have a value in use to a taxpayer’s going business. = . L

That is not very well worded in this statement that I am making,
and X would like to elaborate on it. S

Senator WaTsoN. Yes; say it in ‘your own words, S

" Mr, Harrson. Counsel criticize the use of the formula because
it adopts an average of required capacity as the maximum eapacity
which will have a value in use to the taxpayer after the war. . . ~

920190—25~-p1 7-—8
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Senator WazeoN. What do you mean by “ required capacity #9

Mr. Hamson, Xt is necessary, of coum,-fggl the oﬁiogd,s, fn de-

: g: the amount of amortization on this value in use prin-
ciple, to determine the after-war use of a facility acquired during
the war, and.it is necessary, according to this formula—and courisel,
of course, is oriticizing the formula~—to determine the amount o:
use that these facilities have, and the oriticism here is that we have
used an average capacity as the maximum osapreity which will have
this value in use after-the war:’ '

The CrAmrMAN, You do not mean “ capacity ’; you mean “use.”

Mr. HartsoN. Yes; but of course, you have to arrive at capacity
to determine the use, becauss if you have a capacity which 18 not
being used, you have, therefore, an excess value in use,

The Cuaieman. Yes; but I mean you do not use the average for
capaexég, but the average for use, because the capacity, it is to be
assumed, has to be higher than the average in use?

Mr. HartsoN. In the use of this formula, of course, we have used
an average capacity. ‘

The CHalrMAN. Do you mean to say that you do not consider the
maximum, you do not consider the maxzimum capacity of the plant?

Mr. Harteon. Yes; we adopt an average réquired capacity as the
maximum capacn’}ly‘u . . - ‘

Mr. Mangon. Then, I did not misstate it?

Mr. HartsoN. Oh, no.

Mr. Mansoxn. No.

Mr. Hartson. I am not criticizing counsel’s statement of it. That
is just what we do.

Mr. Mawson. Yes. . :

Mr. HarrsoN. The point I am making here is that we justify that
here in such a business as the United States Steel Corporation busi-
ness, although recegnizing that in some seasoneal business the appli-
cation of such a formula would be erroneous. Of course, we do not
use the formula in determining the amortization allowance. for some
seasonal business.

The Cuarrman. Would you call a business a seasonal business
lwh(iic;l, at certain periods of the 24 hours, would require a peak
oa ' ‘ : oo

Mr. Harrson. No, sir; I would not, Senator.

The Crarman. Why do you discriminate between a utility having
a peak regquirement and an orgenization or manufacturing conceérn
having a peak requirement? - T
" Mr., HarrtsoN. The distinction between a semsonal business -and
such a business as would require during certain periods of the day
a maximum capacity which during other periods of the day it does
not need is-very clear, and I think there is no disagreement about it.

‘We take in the use of this formula the average maximum capacity,
but we do not take the top figures which counsel has suggested we
should take, Hamely, the highest capacity durihg the most favorable
months of the year. TR S .

Mr. MansoN. Just a minute. I reniember conceding in my argu-
ment that you +would be ‘entitled to -averajge within a year, but I
took tlie position that inasmuch as the ordinary customer for steel.
would expéct His order to be filled ‘within a Year, that averaging
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could not extend beyond a year. All of your averaging is based
upon your production. Now, if you take the annual production as
the basis of the average of several years, your annual production
itself is the total of your actual production ih each month, and is
not twelve times your maximum production in any one month. In
other words, when you take annual preduction, which is the basis of
ail of these figures, that annual production represents the total of
the highest and lowest added together. It is the basis of an average.
In other words, if yon divide your annual production by 12, you
would get a monthly figure which would be very much below the
peak month.

I have conceded the right to use annual production. I have not
questioned that. Inasmuch as I de net question annual production
as the basis of figuring, then I concede, of course, the right to
average over a year. .

What I object to is, assmining that the capacity which is based
upon the average production of a year like 1921, 1922, and 1923
will take care of the demand in 1922 and 1023. *

Senator WarsoN. What do you assume the average to be? Sup-
pose, for example, it is 40,000,000 tons in January and 20,000,000

- tons in July, the maximum and minimum. Do you want to strike
the average from the highest to the lowest, or do you want to take
that whole year and average it by dividing by 12 and striking your
average in that way for each month?

Mr. Maxsox. That would be the only way they could. What
they have actually done is to use annual production figures. I con-
cede their right to use annual production figures instead of the
maximum monthly production figures,

The CHAmRMAN. { think, in going that far, you are going a long
way.

I\J;r. MangoN. I have done that because the Steel Corporation
might use 100 per cent value in use. You do not need to go that far.
In other words, you can concede that, but that, as the Senator says,
is conceding a whole lot. That is conceding the ability of the Steel
Corporation to carry over into the slack months the orders received
during the peak months. Of course, you have the policy of the Steel
Corporation involved here, which I maintain is the best evidence of
what their requirements are.

Senator Ernst. I do not object to this long discussion, but it
seems to me that yon have made your position clear in the matter,
a'i(lid we should give the Government an opportunity to put in its
side,

Senator WarsoN. Yes; I think so, too. I will not interfere any
more, as far as I am concerned.

Mr. Harrsown. I have no objection, personally, to these inter-

ruptions. '
génator Erwnst. I know you have said so, but, for my own benefit,
I would rather have you present your case uninterruptedly.

Mr. Harrsox. The fundamental aim in ell amortization computa-
tions is to establish the value under normal postwar conditions of
the property retained in use. Neither the law nor the regulations
accurately define what normal postwar conditions are, and, as a
matter of fact, no one definitely knows, even now, whether condi-
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tions' sre- pormal., During the years 1919. to 1928, the.problem of
the buresu was to determine the amortization allowances of numeroys
taxpayers : within the period of: limitation fixed by Congress, and
without. knowing_how the-taxpayers’ businesses would be 9ﬁ’ected
in future years. It hes been the view of the bureau that a fair value
in use for an ordinary business must be closely related to the average
use rather than to the peak. use. For example, if a business were
for sale ag.a whole and it could be shown that in one year, owing to

h_production, it made.a 10 per cent return on the invegtment,
and in- the preceding and succeeding years, owing to low produc-
tion, it made a 1 per cent return on the total investment, a purchaser
would not be likely to pay -as much for the business as the value
calculated on the 10 per cent return. o

Further, the view that a facility is 100 per cent in use because it
must be on hand to meet an occasional need, is not considered to
be sound. A lathe, for example—the example used by counsel—
may be used only once a week when, under normal business conditions
it would be used at least once every working day. A blast. furnace
may be used to full capacity for six months and be closed down for
-the rest of the year. - A power plant may be run continuously, but
so slowly that only half of its capacity is developed. It is blieved,
therefore, that the factors of time of operation, that is, the amount
of aperation in connection with the total time within which it could
be operated, and of the load to be carried, are important elements
in determining the value in use.

Of course, counsel would eliminate this entirely and state that if
a facility was used occasionally, the time it was standing idle should
not be taken into consideration, because the necessity for using it now
and then indicates that it has & 100 per cent useful value.

The next objection to the formula used by the engineers in the
bureau is that it ignores the established policy of the Steel Corpo-
ration of steadily increasing its capacity. The allegation is made
that this policy is shown by the increased capacity of the corporation
over the years 1910 to 1923, inclusive, and that in the period subse-

uent to the war large expenditures were made for facilities used
a?lr ,thg same purposes as those for which amortization has been
owed. :

It is not believed that the increased capacity during the war period
can properly be considered as evidence of an establiched policy of
the cor&mration- to increase its capacity, and it appears in the figures
available to the bureau, also from Chart D, prepared by the com-
mittee’s engineers, that there was only a slight increase in capacity
during the period from 1919 to 1922. The chart furnished by the
engineers for the committee shows a marked increase in capacity
for the year 1923, but the .correctness of the chart as to this in-
crease is doubted. ) . ) .

.. In other words, the policy of increasing capacity, which has been
commented on by counsel for the committee, is based largely, so we
think, on the increased capacity that was obtained during the war,
and there was only a very slight increase in capacity from 1919 to
1922, and our statement here that the figures of increase for 1923
have to be used is based on the fact that we have no reliable figures
on which we can accept-the proposition that counsel has advanced.
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- Counsol’s' contention' that the capacity for pig iron was greatly
increased in 1923 appears to be based upon an erroneous calculation.
It is not believed that either the bureaw or the committee’s engineers
had_ actual ¢apacities for the year 1928. It is understood: that the
method adopted by the committee’s engineers—~—— . -~ - . -
- Mr. MansoN. Permit me to interrupt you, if you please. : - '

Mr. HartsoN. Yes. S S : X
'Mr. MaAnsoN, I want to state this, that our capacity figures, as I
understand it, for that period, were furnished us by the bureau
engineers, ' - 0 ot e ST T : S

Mr. Harrson, 1 have no doubt that that is true.

" Mr. MansoN. Yes. I know I did not make up any of my own.
‘ Mt&glmsox No; I do not mean to suggest' for a moment that
youdid o T

Mr. MansoN. Noj I just wanted to make that clear. R

'Mr. Harrson, In other words; our own figures here have been con:
sidered by us to be not complete. - -. -~ - i Co

- Counsel’s contention that the capacity for pig iron was greatly
increased’ in 1923, appears to be based on an ‘erroneous calculation.
It is not believed that either the committee’s or the bureau’s engi-
neers had actus) cagacitiqs for the year 1928. Tt is understood that
the: 'method -adopted by the cominittee’s engineers was to take the
peak production of the ‘variots ‘plants for the highest month in the
year and to multiply that by 12 to obtain the annual production,
and then to summarize the plants for the. total -annual capacity.
This method of computation assumes that each particular plant and
that all the plants in the affiliated fmup can run for the whole year
at the highest possible production for any one month.

Mr. MansoN. Let me correct that statement. o
" The CHAmMAN. Whose statement was not correct? -

Mr. MansoN. The statement just made. -~ - - S
" The Cuamman, I think you had better go over that generaslly
and make & véply later on and not interrupt now. I

Mr. Manson. All right. o o :

‘ Senator Ernst. Just make a note of it aud reply to it later. -

Mr. HarrdoN. You are clear about the way that we have stated it
here, that it is a multiplication by 12 of the highest month in the
year for each separate plant. S
- This assumption allows no opportunity’to shut down for repairs,
for relining of furnaces, for accidents, and for various other things
that make it impossible to run at highest speed for the entire year.

That the computation of the corporation’s capacity for 1923, as
made by the engineers for the committee, is erroneous is further
indicated by Exhibit A, attached hereto, which is a tabulation of
the principal classes of facilities owned -and operated by the United
Steel Corporation. Column 1 indicates the class of facility owned.
Columns 2 to 7, inclusive, indicate the number of ‘these various
classes of facilities being operated during the years of 1918 to 1923.
inclusive. 'Column 8 gives the increase of facilities during 1923 over
those operated in 1922. Column 9 gives the decrease of facilities-
operated in 1923 from that of those being operated in 1922. -
“"The capacity for producing pig iren is primarily dependent on
the number of ‘blast furnaces availablé for smeltinfg Igig iron from
iron ore. Attention is called to columns 6 to 7 of Exhibit A. It

i
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will be noted -from ‘a; comparison of the number of furnaces avail-
able in 1922 and 1923 that the taxpayer had one less of these facili-
ties in the latter year than during 1922, the number being constant
from 1918 to 1922, inclusive, yet the committee’s engineers have
assigned a greater increase in_ the capacity for producing sng‘u'on
for the estimated year of 1923 than is indicated by the actual known
increase over the years from 1916 to 1922, o

- The same method of calculation has been pursued by the commit-
tee’s engineers with reference to billets, blooms, and ‘slabs and the
other staple products of the taxpayer and the same error necessarily
arises. . . . -

In view of these figures there would appear to be considerable
doubt as to the existence of an established policy on the part of the
Steel Corporation to steadily increase its capacity. Certainly there
does not appear to- be suflitient evidence to warrant the conclusion
that the formula of the bureau’s engineers was deficient in not tak-
into corisideration this alleged licy. o .

The criticisms that the formula I%nores the salvage value of facili-
ties, that it ignores the useful life of the facilities and that it ignores
the difference in efficiency of facilities are all to be answered with the
statement that the consideration of these factors was wholly imprac-
tical from an administrative standpoint. The amortization claim of
the United States Steel Corporation was only one of several thou-
sand claims for amortization and the work o making eh inspection
of the hundreds of thousands of facilities included in these claims,
which inspection would have been necessary for g proper determina-~
tion of the above mentioned factors, would have required years of
labor and a much larger force of employees than could have been
procured with the appropriation alloted for such work.

The amortization claim of the Steel Corporation serves as an
excellent illustration of the stupendous task which would have been
- encountered by counsel for the committee. At the close of 1918 the

United States Steel CO{})oration owned 145 different plants located
in various parts of the United States, each plant having a multitude
of facilities. The claim as presented consisted of 30 large vol-
umes covering costs aggregatin approximately $235,000,000. The
amortizable facilities were mingled in the plants with other facilities
making a total of both amortizable and nonamortizable assets of
the close of 1918 of $1,871,261,897.75. The separate items of the
entire corporation would doubtless run into the millions. Of coke
ovens alonie there were 24,354. For a further enumeration of plants,
millg, ete., see Exhibit A attached.

. The time involved in making a detailed examination and valua-
tion of each separate item of all the amortizable facilities in the
United States, involving not only the United States Steel Corpora-
tion but more than 5,000 other corporations, many of which also
were very large, would undoubtedly have required a great number
of years and the cost would have more than offset any advantage
which the Government might have gained in taxes, not to mention
the unsettled state of business which would have resulted from the
failure to determine the amortization allowances and the amount
of taxes for these years. In view of these conditions it seems clear

that the incorporation into the formula of the factors of salvage

’
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value, of useful life and of difference in the efficiency of the various
amortizable facilities was wholly impracticable. ' SRR

I think it may be stated here, Mr. Chairman, that, technically,
I believe counsel is entirely correct in criticising the bureau for not
taking those elements into account. - To be technically accurate, they
3(311 .thave been. To complete our job, it was entirely impossible

0 it. : C . ,

That is the bureau’s answer to this proposition. o

The CHARMAN. In other words, the administration practically
let the taxpayer fix his own amortization clpim with respect, at least,
to those factors? , Co T

Mr. HarrsoN. I am not prepared, Mr. Chairman, to admit that.
1 doubt very much, in my own mind, whether that is true. I think,
looking at the result here, we have not such & result as would indi-
cate that the taxpayer had fixed his own allowance and had’ gained
a treniendous advantage over the Government. :

The Cramaman. I say, with respect to those factors which you
have just mentioned? ‘ ‘ .

Mr. HarrsoN. How important they would be, it is difficult to say
with any definiteness. e major items are taken into account.

In connection with this, counsel for the committee has read into
the record the opinion of the solicitor, the citation of which is I. T.
2101, Bull. YTI-24-1851, wherein it was held that in determining
value in use of amortizable facilities, the value of the specific facili-
ties should ve determined. In other words, the Solicitor of Internal
Revenue had advised the unit some time ago along the same lines
that counsel has advised the committee, . S

In response to this ruling, the amortization section of the Income
Tax Unit promptly {),ointe . out to the head of the division, to the
superior officer, that

iteral compliance with the plan suggested was
entirely impracticable with the available force of engineers.

. The memorandum of the amortization section is as follows. Now,
this memorandum I am reading because I would like to have the
committee familiar with the fact that this same technical objestion
was raised by the legal department of the bureau, and was met in
this way by the administrative branch of the bureau. I am quoting
now from the memorandum of Major De La Mater: L

" This case has been returned from the solicitor’s ofiice with memorandum of
August 19, 1028, calling attention to various points in the determination of
the amortization allowance to which the solicitor takes exception. There ia no
objection raijsed by the writer to anything in the sqjicitor’s memorandum
except in regard to one point. ‘ B :

The solicltor says that in determining the value in use of facilities involved
fu an amortization claim it 1s necessary to determine such value as to the
specific facllities. It 18 conceded that in determining amortization it would be
technically exact to apply the measure of usefulness to each individual facllity
rather than to groups of facllities or the entire plant involving groups of
varled facilitles; It has been the practice or policy of thé amortization section,
in determining the value. in use of facilities, to use as a measure a comparison of
the production under normal postwar conditions to the capacity of the facllities
acquired during the war perlod or by compurison of the man-hours under staple
postwar conditions or postwar years to the man-hour capacity of the facilitles

-acquired durlng the war years.

The practice has beén to use this measure of usefulness as applied to groups
of facilities, or departments of facilities, or to the entire plant of the taxpayer,
depending upon the circumstances surrounding the individual case, It is felt
that in using this method of determining the useful value of the entire plant
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there may result an excessive: allowance of soine Individual fadllity and theve
may result a too small allowance . on:some other facility, but: theiresult obtained
by. our method approximates the average of the results which would be ob-
taltged by applying the measire of usefulness to each individual facility sepa-
8 Ve NN . ] L - i T oo . .

lyc : ' o . .

. -Jt. 18 desired. to''call attentlon to thée impracticability of investigating the
capacity and production. of -the: man-hours used of easch individual facil'ty
entering into a claim for amortization. Some of the clalms presented ‘ipvolve
thousands of items, and there have never been enough engineers, nor {8 thera
sufficient time provided by the law to enable the Investigation and checking of
the amoitization claims in the manner called for by the solicitor’s memorandum.

The method used by thg -amortization section results in an -approximation
of the exact allowance which would be found by a more detailed investiga-
tion, and resuits in compliance with. the law which calls for a 'reasonable’

ance;: : \

. ‘In:this perticalar case of the J. 1. Case Threshing Machine Co., a relnvest!-
gation will be made. in conformity with the solieitor's, memorandum..- Xt is
desired to know, however, it this memgrandum shall be taken as a })rece({gxt
for the guidance of this section in all future investigations, and if it shall
be taken as authority for'the réopening and redotermination by the Govern.
ment of cases already closed on the basis to which exception is taken by the
solicitor. This would mean the appointment of more engineers and the ex-
tension of time provided by law w thin which redetermination may be made.
* A copy of the solicitor’s memorandum is lierewith attached. . a

. ."f"r“ o !. el R ok . S’T.‘DEDAMAM’ .
EP 4‘,'.','. e 'u‘ R |.0Mofof8wfm
' Thé Crramman. To whom was that memorandum addressed
" Mr. HarrsoN. That was addressed to Mr. Cain, who, was the as-

nt head of the special audit division, Mz, De Mater's superior.

' The Caamman. Have you the answer to his query as to whether
that should be adopted ‘as a definite policy? '~ "~ a

Mr. Hagrson. I have not the answer in writing, Mr. Chairman,
but T Kave'the answer to give you, -~ = . 4
mptdr WarsoN. Were you the solicitor of the bureau at the

e DI 0 LIEE * . 0 M . L . N . ) L . o

Mr. HarrsoN. I was. It is as-definite as though it were in writ-
ing, namely, that it was determined from an administrative policy
standpoint to grooeed as they had proceeded in ‘other cases, because
of the impracticability of examining in detail each separate facility.
They did not reopen the other cases which had been closed on that
basis, and did not conform to the solicitor’s memorandum in the
settlement of futirre cases. ' I'might add that that memorandum was
_ml?:lz;twd to the Unit in the summer of 1923: . That was a yearnd
& , o'.u--:-i L e
< 'Mr. Ma~nson: I would like to ask you a question right at that
point. Is' the method indicated in that memorandum from the
solicitor as: being proper being followed in those cases where it is
practicable to doso? - e R ‘

~Mr. HarrsoN, It is, sir. ‘T want to elaborate on. that statement,

Mr. Manson.” Whether it is a fact or not, to follow the solicitor’s
memorandum is entirely a matter for the determination of those act-
ing in an administrative capacity in the bureau, ' Their instructions,
of course, are to follow the advice of the solicitor when it is possi-
ble.to do so. I have no means of knowing whether in every case it
was followed. Their instructions, however, were to do- so,"and I
think it is & fair statement,to say that it was followed where it was
possibletodoso, . - . o 0 oo ot T

t
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~ - Mr, MAxsoi; 'While we ave on that point, does not that thén estab

lish two methods— _ ‘ S P
' 2 ator Ernsr. Do you want to proceed: to argue this question

- Mr, MansoN. No; I do not want to do that. I want to get at the
facts, as I expect to reply to this statement. U P
. Senator Erner. I would rather you let Mr. Hartson procéed and
finish his statement, and you may make a note of the things that you

Mr. Manson. I do not want to assume anything that i8 not very
clear. I am going to reply to this argument and that is the reason
I asked those questions,” - . - R I T

Senator Erver. You oufht to make a note of them as we go along.

Senator WazsoN. And he can ask the questions after Mr. Hartson
concludes. - - ' ' S A
* A further reason that the salvage value has been omitted in' eal-
culating’the value in use of amortizable facilities is the fact that if
facilities are retained in use the salvage value can not be realized. - It
must be remembered that the formula under disoussion is applied
onlgreto property. to be retained in use.: The presumption that it is
to be retained in use precludes the possibility of its sale. The view
of the bureau, therefore, is that the salvage value is included in the
residual value which is assigned to the property in the taxpayer’s
PosmSIOno, . . : [N .o cooe T
-. The next chief point of criticiam by counsel for the committe. is
of certain factors used in the application of the enghineers’ formuls
to the present case. The first objection under this heading is that
an estimated productior of the company for the year 1928 was used
instead of the actual production. 1t is further ssid that the actual

roduction for the year 1923 was known at the time of a conference

tween employees of the Income Tax Unit and representatives ‘of
the taxpayer, which was held on January 24, 1924, but that notwith-
standing this knowledge the case was not reopened and the actual

TR

_ sroduction figures used for the determination of amortization de-

uction. : : . .
; That criticism was correct. That is what was done at that con-
erence. . - - -

In explanation of this action it may be said that the.chief rea-
gons were the amount of work involved and doubt as to any benefit
arising to the Government through such reopening of the case. As
to the work involved, ii:e engineer in charge of the case had been
working on it for more than eight months, with assistance of sev-
eral other engineers, for a part of this period, and the additional
work involved. in reopening the case to correct computations on the
basis of actual production instead of:estimated production would
have been large. The claim involves 80 different subsidiaries, each
of which was treated separately as to costs, and it covered 145 dif-
ferent plants. There were also involved about 30 general values in
use, of which the value of the facilities for production of pig iron
was only one. There would also have been required many additional
computations: to arrive at values in use for general facilities which
do not directly aid in production. T e

.
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As set forth before in this report, the mere statement of the cor-
poration’s claim for amortization uired 30 large volumes; and
covered many thousands of items, and since the items are based on
appropriations made by the corporation for improvements rather
than on particular machinery, .buildings or equipment, each item
would probably have covered a number of facilities. - These items
were also complicated by costs incurred prior to April 1, 1917, or
subssiyently to November 11, 1918, which were not subject to the
amortization allowance. A considerable reduction in the engineeri
farce of the amortization section had been made in the latter part o
1928&311 the interests of economical administration, and with the
number of other claims pending and being pressed for determination
but few engineers wers available for assignment to this case.

.. In addition to the amount of work involved in such recomputa-
tion, there was doubt whether any benefit would be derived. by the
Government from such action. About $36,000,000 costs claimed by
the corporation as subject to amortization had been disallowed and
the company’s total amortization claim had been reduced from ap-
proximately $99,000,000 to approximately $66,600,000. These dis-
allowed costs were still subject to contention, but notwithstanding
the large disallowances the corporation hiad indioated its willingness
i?ln:bl’ e by the engineers’ reports, providing the engineers would do
wise. ‘ 2
.- Among the points of the report which were subject to contention,
if the case was reopened in January, 1924, was the computation of
postwar replacement costs. The bureasu’s computation of postwar
replacement costs had been made exclusively on its published ratios,
which the taxpayer contended, in many ‘insta.:ces, were not appli-
cable to its facihities, especially as to Iabor rates.  This contention,
doubtless, had some merit and the bureau had provided for such
grotests by stating in its re%ulations that where it could be shown
hat the ratios were not applicable because of local conditions that
the actual facts might be proved and that they would be used in
making revised computations. : ' S

Many taxpayers also contended, with good argument, that replace-
ment costs should be based on pre-war costs rather than on post-
war costs as required by bureau regulations. If this case had been
reopened, the bureau’s regulations would have been the subject of
attack and if ultimately determined adversely to the: Government,
hundreds—perhaps thousands—of cases would have been upset and
redeterminations would have been necessary, possibly ‘resulting in
increased allowances to the taxpayers. The eorporation’s estimatc
of the excess war cost of its war facilities for 1917 and 1918 alone
(excluding all costs ineurred in 1919 which were very large) is
$86,798,681, or approximately $20,000,000 in excess of the bureau’s
proposed allowance for the three years—1917, 1918 and 1919. For
the three years, 1918, 1919, and 1920, taxpayer has actually written
off its books $117,512,853.74 for amortization of war facilities, while
an additional amount of $29,785,000 was written off in other
years. (It is not to be inferred from this statement that these
amounts have been deducted on the tax returns.) L
~ The CaammaN. Were the items given consideration by the bureau
in considering this? S " e T

’
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'Mr. Hartson. No, they were not. That is merely a compilation
by the company as to what should be written off as excesscosts. =
" Senator % . Well, those assets at that time wore greatly ahove
what they had ever been before, and the esmu;%: were greater then
they had ever been before; so why should there be such an enormous
amortization allowed for governmental reasons? = .~ - .,
" Mr. HartsoN. We are not discussing the figures in the allowance
by the Government of amortization to this company., I am disous-
sing now the amount that was written off the books by the company
itself, and, as I said before, it had no relation to what. was actually
allowed by the Government. - ’ : o .

- Senator Kine. Did the Government allow them anything for
. amortization o IR
Mr. Hartson. Oh, yes, sir. Further, .as previously - explained,
what constitutes the normal postwar period was not, and is not, defi-
nitely established. I think that is a very important thing, Mr.
Chairman. . g . v
The CualrMAN. Repeat it, then, please. - A
- Mr. Harrson. Further, as previously explained, what canstitutes
the normal post-war period was not, and is not, definitely established.
If the case had been reopened and corrections had been made for
1923, the audit would have been correspondingly delayed; the assess.
ment letter could not have been mailed prior to the exgxmtmn of
1924, and the taxpayer could then justly. f)rotest, if production for
1924 were less than for 1923, that 1924 should also be included in
the computation. : : o
The Cramman. Why, when the amortization period ended in the
earlry part of 1924% o S
- Mr. HarrsoN. The Jimitation period expired on March 8, 1924,
but that did not necessarily determine the period which shall be
considered by the bureau as the normal post-war period. =~ -
- At the time of the conference the actual production figures. for
1923 were not fully known to the conferees. If the company’s
annual statement for that year had been prepared, no copy had been
furnished to the bureau. The statement is dated March 18, 1924,
The available figures were only those extending to-QOctober 1, 1923.
In view of the foregoing conditions—namely, the amount of work
involved, the Fressure of the work in the amortization section, the
uncertainty of many of the factors used in the computations, and
the desire to avoid protracted litigation over the disputed points
which might result unfavorably to the Government—it was considered
that the reopening of the case for the recomputation of the engi-
neers’ reports on the basis of actual production figures was not
advisable. A ‘ S . ) .
. The Cuammman, Has there been any computation as to the dif-
ferent results, taking the estimated for 1923 g#s compared with the
actual for 1923¢% : : :

-~ Mr. Manson. Yes. .

The Cmamrman. Will you state for the record just what they
amount tof - : 2 S : .

Mr, Manson. It will make a difference of 40 per cent in the amount
of the amortization allowed. S .

[
it
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- Mr. Hanrson. Do T understand’ from your answer to the chair-
man’s question that had we used the formula that wo did use in
applying it to these various facilities, and substituting the actual
khown' figures for the last half of 1922 and the complete year of
1928, as to production, the resuit then would have been a 40 per cent
reduction in the amortization allowance? - : - = -~ ..

. Mr. Manson. - Yes. - The amortization allowance on the principal
items was:20 ger cent. ' In other words, there was a value 1n use of
80 :per-cent.’ If you would sukstitute the actual figures, you would
got a velue in use’of 88 pér cent, which would: give you an amortiza-
tion of 12 per cent instead of 20 per cent. “The difference between 12

per ceni:-and 20 per cent is 40 per cent. In.other words, 8 per cent

of 20 per cent is 40 per cent. . «
* The Cramman. I think weyunderstood. that before. . - -
:Mr. HeriNg. Not on all of the iters. S e :
~Mr.. MaxsoN. This is on all of their primarly dproducte——;;ig iron,
steel ingots, billets, blooms and slabs, and rolled and finished steel.
Mr. Hartson. Is that allitison? - -~ = -
- Mr. Manson. That is all it is on. In other words, all of their
products must pass through one of these first three stages. .
. The Cramyan. Well, counsel for the bureau.in their statement
have admitted that those were the major products. . -
" Mr. Harrson. Yes. : ~ ' ' S
* The Caamman. And had been discussing them. - : -
. Mr. HarrsoN, And there are some 34 other products? <
Mr. MansoN. Yes; but then the raw materials for all their prod-
ucts must at some time or other be iron, steel ingots, or billets,
bloums, and slabs, o :
.- Senator Kine. May I inquire for-mz own information; I have
been atteniding other committees and have been unable to attend
these hearings since the opening of the session;, but I hope to be able
to attend them hereafter punctually. Was this formula which has
been applied to this company, and under which ‘this tremendous
amortization has been allowed, which has resulted in great loss io the
Governm nt, assuming that that action was not proper, applied to
other stev: companies and other corporations simllariy situated,
so far as production is concerned, as to the character of the produc-
tion, rather than the quantity or volume of it? Lo
Mr. Manson. We have not investigated any other steel companies,
and I might say here, for the benefit of the Senator, that in this
particular case we are considering the fundamentals—the basic
principles—upon which amortization has been allowed. We are
trying at least to consider the whole question in connection with this
particular case, in so far as fundamental principles are concerned,
and I think that this case is being carefully presented on both sides.
I know that I devoted a great deal of care to the presentation of our
side of it. The bureau now has had a period of a little over a week
to answer me, and I am going to ask for a couple of days to answer
Senator Ernst. Well, the bureau is not through, and I suggest
that we give them plenty of time. - - .. - : .
Mr. HarrsoN. I can answer Senator Kmi’s question, I believe.
The bureau has used this formula which has been criticized in
other cases where it has been found that an exact method of ex-
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amination of each separate:facility was impractigable.. In: coppec-
* tion with other steel companies and other businesses—it is not;con-
fined to the steel business—in determining that amortization allow-
ance this formula has been used. B T S

Another criticism of counsel for the committee is.that in-the
calculation of the Steel Corporation’s capacity the years 1919 and
1920 were eliminated and the year 1921 included, with the result
that there was decreased capacity for the post-war years and
decreased value in use. B B
- It is & well-known fact that the years 1919 and 1920 were abnor-
mal, in that the impetus of the war was still felt in business and
sroduction as & rule was high. . The Steel Corporation’s 1920 pro-

uction was considerably in excess of 1919, and if both years had
been included in the average production computed by the bureau’s
engineer the average would have been considerably larger than that
used in the engineers’ reports. _

The Cramman. Why did you include the. minimum ¥ear of 1921
- when you refused to include the maximum year of 1920 i
" Mr, Hartson. Well, as is pointed out here, Senator, there had to

The Cramman. If you consider abnormally high years, why
should you not consider abnormally low %ears? : :

Mr. Hartson. I do not know how anybody is going to determine
just which years to use. You must use consecutive years, it seems
to me. If you are going to choose and sit in judgment and say that
one year will be included in the calculation, your average, which is
the thing you are seeking to obtain in fairness, is utterly destroyed,
and you are acting arbitrarily, possibly. oo

The CralrMAN. As far as counsel are concerned, I want to say
that we do not understand that they admit that the three-year aver-
age was the correct average. : o N

Mr. HartsoN. No; I so understand. . -*

The CrammmaN, But whether they do or not, it seems to me that
the most reasonable years to use would be the three postwar yesars,
which would have been 1919, 1920, and 1921, instead of jumping
over the two high years of 1919 and 1920 and taking the low years
of 1921 and 1922, and then the high year of 1923.

Senator Kine. Is that the method that they have pursued?

Mr. HartsoN. We took the three years which were farthest re-
moved from the effects of the war. That was done. They were 1621,
1922, and 1923. - : ,

The CaamrMAN. When did you decide on those years? _

Mr. Hartson. I think, Senator, in 1922. That is my recollection.

The CHARMAN. Does Mr, Manson remember when and how?

Mr. HartsoN. The engineer can tell us definitely. Mr. Whitney,
when was it decided that 1921, 1922, and 1928 should be the years to
be included in this computation of .tinq postwar years? - A

Mr. Warrney. It was shortly after Congress declared, on March
3, 1921, that the war with the German Government was over.: In the
latter part of 1921 Maj. S. T. De La Mater, chief of the amortization
section, gave instructions that the years 1921, 1922, and 1928 should
be used as the normsl postwar years in computing amortization.
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* . M. Hakreow. Was that done as & matter of practice in the settle-
ment of all cases, or was that done only in the adjustment of this
particular caset EE ' g

Mr. WarrNey. In all cases. : S o

" ‘Mr. HartsoN. In other words, in the amortization section it was

determined that the postwar tiesrs to be considered in arriving at

the Post.war computation, either for capacity or for production,

should be the 1ast three years, namely, 1921, 1922, and 1923¢ C

Mr. WHaIrNEY. Yes, sir; from March 3, 1921, to March 3, 1924,

The CrAIRMAN. When Congress fixed the end of the amortization
period 2s March 3, 1924, what time did they decide that? ~

Mr. HarrsoN. That was in the 1921 act. You mean this date
of March 3, 1924, as the end of the period of time within which
the commissioner had to make a redetermination if he desired so
to do, and he had to do it if some taxpayer asked him to do it?

The CHairmAN, Yes. o )

Mr. Harrson. That is in the 1921 act, which was passed in the
fall of 1921, - -~ S S ‘

The CrairmaN. When the bureau picked this period as stated by
Mr. Whitney, then they knew that they were not going to be abla
to close these cases in 1924, did they not? : o

Mr. HarrsoN, They knew they did not have to close them, They
knew they could not leave all of them to be closed on. March 3,
1924, that they would have to proceed to close them during the
intervening period, ' :

" The Caammax. That being so. how could they have used. in all
cases, then. the production of 1921. 1922, and 19232 =

Mr. Harrson. They would have to estimate it, as they did in this
CESB. o ' ) i ‘ N
- ‘The CaammaN: You may proceed with your statement. -

- Mr. Hartson. I think it 1s clear now that the period started with
the formal termination of the war by act of Congress, which was
in the gpring of 1921, - . : S
- The Steel: Corporation’s 1920 production was considerably in ex-
cess 0f1919, and if both years had been included in the average pro-
duction computed by the bureau’s engineer, the average would have
been considerably larger than that used in the engineers’ reports.
However, this condition was not general in industry as a whole.
The only years on which the bureau had any actual figures for pro- '
dustion were those which had passed at the time the determinations
were made. Most of the determinations were made prior. to the
availability of production figures for 1928, and a large portion of
1922 had to be estimated. PR Lo

The future was: unknown ‘both :to.the bureau and to the business
world:' This fact not only affected the bureau’s calculations but
divectly affected the market price of facilities if they were placed
on the market: - The bureau therefore gradually came to use the
best, available information, which was the years 1921, 1992, and 1923,
to determine the measure of activity of a plant. ongress had
followed this practice of averaging three pre-war years to- establish
a ‘normal return on invested capital and that precedent probably
influenced . the unit to adopt a similar method to establish a normal
value for amortizable facilities. - *

’




-

" The Sénators will remember that the act called for the avers

of tl:riae prewar years as determining the normal return on invest

capital. L '

- The CamMaN, Of coufse,’in that case, they had the actual figures.
Mr. HartsoN. Oh, yes; they had the actual figures.

With particular reference to the United States Steel Corpo-
ration it ‘is explained that the bureau engineers did not have actusl
production figures for the last half of 1922 for many of the plants
at the time their reports were being written ; that, as the figures for
1022 -became available as the work progressed, the actual pro-
. duction’ figures were substituted for the 1922 estimates as far as
practicable, but then no production records for 1923 were available
until after all the original reports had been prepared on the tax-
payer’s amended elaim. - ' o g

elative to the adoption of 1921 capacity instead of capacity of

1919, as a basis for determining the excess capacity due to war con-

struction, it should be noted that the capacity for each year is the

capacity existing at the begirmin%of the year. Therefore, if capacity
for 1919 were adopted; it would have excluded all the unfinished
construction work and machinery which had been undertaken in

1019 and on which amortization had been allowed. Much of the

exgenee of completing facilities begun in 1918 was incurred in 1919

and considerable additional expense was incurred even in 1920. . The

capacities adopted by the engineers’ reports were thoge existing at
the beﬁmnmg of 1921, net at its close and it was intended to include
only those capacities which existed at the close of 1918, plus those
added by the completion of the amortizable facilities. From Chart

D, as prepared by the committee’s engineers, it appears that there

was only a slight difference in actual capacities existing between the

close of 1919 and the beginning of 1921, and not a ézreat difference
bfet‘v;e;n those existing at the beginning of 1919 and the beginning
of 1921. : : %

i The final criticism made by counsel for the committee is that the

x  railroad subsidiaries of the United States. Steel Corporation, which

are common oarriers. are not entitled under the law to the amortiza-
tion deduction. On this point, there existed, at the time the adjust-
ment in question was made, a difference of opinion in the bureau. As
the case has not heen closed, further consideration will be given to

* this point. = ' ‘ .

That further consideration will be a reference to the solicitor’s
office for an opinion. - ‘
Now, Chart D, Mr. Manson, is already in the record.

- Mr. Manson. What is that, the pig iron chart? :

- Mr, HarrsoN. The pig iron chart.”

Mr. Man~so~. Yes. ‘ L

Mr. Harrson. Exhibit A, I think, is not in the record.

Mr. Manson. What is that? S

Mvr. Harrson. That is a chart showing some 34 different facilities,
on which amortization was claimed, and giving the several years,
and the number of those facilities in use during those. years. - -

- .Mr. MansoN. That is not in the record, isitf - ..~ -
Mr. HarrsoN. No, it is not, and I would like to have it go in. -
The CHAIRMAN. You may put it in as an Exhibit, but not to.be

made a part of the record.

&

IRVEHGATION 0? BUREAU ‘OF INTERNAL REVEN O] i091



1092 FNVASRIGATION, QR BUBEAV . INTRBNAE: BAVENVE |
. :;:.Mrr - FhARTRQN, Tt ig.an exhibit to this statement which T hava just

" oy e Loy s ! . I I A S

The CizamrMaN. Yes. ’ ST
. Mr.; Harrson: It wag put in for the purpose of answering the
statement ofco.uﬁgel,f, S AR

Mr. Maneon. Have you & copy of that?. . . - -~ ... .~
- Mr. HARTsoN. I have,, It was put in for the purpose of answering
the. statement of counsgel that the policy of the company had been to
constantly incredse.production during those years, and this state-
ment is prepared to show that, with regard to some of the principal
facilities, there was & decrease in 1923 as compared with 1922, and
ttf)mtth most of the increase occurred during the war and not subsequent

ewar. - ... .. . . . R TS

The Cuamman. Is that your cumplete answer, Mr, Hartson, te the
charges and criticisms of the committee’s counsel? L

Mr. Hagrson. That is the complete answer that I desire to make
now. I have not fnything further at this time, but it may ocour to
me subsequently, from time to time, to make a statement, .

The CeamMaN. Mr. Manson, I think it -is the degire of the com-
mittee to bave you go over this statement of counsel for the bureau

- and make any criticisms of it or ret]}Jlly to it that you desire to make,
in view of the fact that it was not the desire of some of the Senators
to have the counsel for the bureau interrupted during.the making
of his statement. , _ .

Mr, Manson. I wish to say this in that connection: I think it is
clear to the committee by this time that when we have threshed out
the steel. company case we will have threshed out the fundamental
principles upon which amortization is being allowed, and I believe

~ that much good has resulted from the bureau’s taking the time that

they. have to consider the objections which have been raised b;

counsel. for the committee, to answer them completely and to con-
sider them carefully.
- I would like to have an opportunity to read the record, and I will
be ready, if I get this report. to-morrow morning, to make such
answer as I desire to make: on Monday, %owdeq I am not required
to present some other case to-morrow. - I believe it is of considerable

advantage to have this case altogether in the record. , E

‘Senator Ernsr. So do I. - : : .

Mr. Manson. And it is of great advantage to counsel to be per-
mitted to carry this case in his mind until it is finished. The com-
mittee no doubt will appreciate it is highly technical, and to get into
:pothg:_ case means <£sm1 issing this one from your mind for the

The (lﬁtgmmx. May I ask counsel what case you have prepared
fomrese’ntation to the committee as your next case? -

. MansoN. The Climax Fire Brick Co. cage. That is a deple-

tion case, is it not? : S S

Mi. Parxsr. Yes, sir. - - . ' -

. The ‘CaamMaN. The committee will adjourn at this time until

10.80 o’clock on Monday morning next. L e

(Whereupon, at 12.05 p. m., the committee adjourned until Mon-
day, January b, 1925, at 10.30-0’clock a. m.) ‘

4
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c - UnNyrep Stares SENATE, -
“SeLecr CoMMITTEE TO INVESTIGATE THE
BureAu or INTERNAL REVENUE,
o . . - Washington, D. O. .

" The commities met at 10.30 o’clock a. m., pursuant to adjournment
of January 2,1925. . . . L

Present: Senators Couzens (presiding), Watson, Jones of New
" Mexico, and King.. ST . ol e
_ Present also: I C. Manson, Esq., of counsel, for the committee. -,

Present on behalf of the Bureau of Internal Revenue: Mr. C. R,
Nash, assistant to the Commissioner of Internal Revenue; Mr, Nel-
son_T. Hartson, solicitor, Bureau of Internal Revenue; and Mr.
% f. Greenidge, head engineering division, Bureau of Internsl

evenue. . . . . ..o . L

The Cuamaan, Senator ¥rnst requests that it be noted in the
record that his reason for not being present at this morning’s session
izethe fact that he is attending a maeting of the Judiciary Commit- .
* You may proceed, Mr. Manson, when you are reag{

Mr. Manson, This js a continuation of the -United. States Steel
Corporation matter. R L _

The position taken by the burean in its auswer to my opening state-
ment raises no issue as.to any really material fact. The soundness
of our position as to matters of principle is also conceded.. The
bureau takes the position that, while our objections to the allowance
of this claim are sound in theory, yet they are merely. tachnical. Ie
takes the position that, while the practice which we claim should be
followed in the determination of amortization is right in_principle,
yet it is impractical from an administrative viewpoint. ‘The bureau
attempts to justify. the use of s formuls, which.it concedes.to be
unsoungd in prineiple, and to defend.the use of pstimated factors,
which it concedes are wrpng, ypon the ground that to have followed
sound: grmciples,_ and to have. recomputed jts allowance, when the
actual, facts showed its estimates to have been wrong; would have,
involved too much expense, They:tell us that one engineer was
employed on this case for ,qightﬁqopths and that three other engineers
were emplayed. from time:to time., : They take the pesition. that to
haye' incurred, the,additional expense necessary. to, datermine. the
proper allowance, upon, thig claim, in accordance with principles
which. they concege, to be spund,-and to have:used the factors which

AR 1 T Y L 1093
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they concede they knew to be right, instead of those which they con-
cede they knew to be wrong, would have involved unwarranted ex-
pense,

The amount of this claim, that is, the claim set up in the con-
solidated schedule, which is not the entire claim of the subsidiaries

of the, United  States )l Gor ion, \byt, shat portion of the
claim' whith' we have ﬁm@%&a%li&' waon of

The amount allowed upon'ithé condslidated claim, not the entire
claim, but the consolidated claim, is $55,068,312.60.

We contend that the proper allowance does not exceed
$27,136,987.89, T

Senator Wamson. How much?

Mr. Manson. $27,136,987.89; that the overallowance upon the
consolidated claim alone is $27,929,014.01, and that the difference
in tax upon the consolidated claim alone is $21,438,513.69. ’

In addition to that claim there has been approximatelgl $11,000,000
allowed to the United States Steel Corporation making a total
dllowance on their amortization claim of $66,000,000. '

I call the committee’s attention to those figures in connection
with the position taken by the bureau, that‘to have determined this
claim in accordance with sound principles, and ‘that to have re-
determined- this claim, even-in accordance with the principles upon
which they allowed it, after they found that their figures wers
wrong, Wwoild have involved too much expense. ' _

- The amount -of amortization allowed the United States Steel
Corporation is about 12 pér cent of the total amount allowed to
all taxpayers to date, yet I feel safe in asserting that the bureau
expense of examining this claim is less than'3 per cent of the amount
expended oni amortization claims. - - S
" Our engineers estimate that it cost the United States’ Steel Cor-
poration at least $250,000 to prepare and present its claim, and that
the bureau cost ‘of examination was less than $25,000. It would
appear that the cost of ‘typing, printing, and binding this claim
was at least as much as was expended to protect the interests of the
Government, in connection therewith. If the Government had ex-
ded 10 times the amount it did, to ‘determine amortization in
accordance with sound principles, the cost would have been less
than 1 per cent of what we contend it lost in taxes through im-
proper amortization allowances. - IR :
‘In connection with the difference between the estimated pro-
duction for 1922 and 1923, and the actual production for those
years, permit me to call the committee’s attention to the fact that
1t makes a difference of 40 per cent in the amount of amortization
allowed. That difference of 40 per cent on the $21,000,000 alone is
over $8,000,000; and yet they say that the reason they did not
recompute that allowance, when they found that their estimates
did not conform to the figures, is because it “would iavolve too
much work and too much. expense. - o '

In that connection I would: cdll attention to the fact that when
I made thé statement the other day that his difference would amount
to' 40 per cent of the amount allowed, it was stated that I was re-
ferring to pig iron alone.” I am not reférring to pig iron aléne.
T base all of my calculations ini this case, a5 shown by Exhibit’
and Exhibit C, upon four elements—the pig iron production, the -

o
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steel' ingot production, and the production:of billsts, blooms’ and
slabs; being the primary products of this corporation; and the pro-
duction of rolled -and ﬁmahed-:steel.'?f:fl"heiwportions run -alike
rig}lt along all the way through the years. -Théy are bound to. - '
. Talke, for instance, the Ford Motor Co. :The amount of steel that
the Ford Motor Co, will consume ds a raw material will be almost
an absolute index of the number of cars that they will produce. The

" amount of raw materials, that is, half-finished: 'products, like pig

iron, billets; blooms and: élabs, and steel ingots, will'be an index of
the finisl}ed products they will produce. It 18 not necessary to make
an examination of every item that has entered into that cost when
they conceded here that the same formula was followed, and the same
methods were used in determining amortization allowance upon.each
different class of facility, which is includéd in thib claim. e

* For that reason I would say that when the difference in the case
of (}n%' iron, in the case of steel ingots, in the ¢ase of billets, blooms;
and slabs, and in the case of rolled and finished steel, showed a differ-
ence of 40 per cent when you substitute actual production figures for
the estimate upon which this allowance was based, I say that that
40 per cent will run all the way through all the facilities of the Steel

. C(ﬁ;_)orati(m, so far as they cut any material figure in this case.’
rl

Harrson. Mr. Manson, on this same line, the use of such an
index as to these several facilities that you have called specific
attention to is substantially the same principle that the bureau has
used in adopting a formula. We do not examine, as we indicated,
each facility, and neither have you, in arriving at this 40 per. cent.

Mr. Manson. No; I quite agree with you—— S
- Mr. Harreon. The principle is much the same. -
- Mr.. Manson, I qitite agree with you that '{ou'can apply a for-
mula to this case. I do not agree, however, that you have applied
a formule to this case which br a reliable result. - -
- Mr. Harrson. Do I understand, then, Mr. Manson, that you to
concede that in determining the amortization allowance to a cor-
poration such as the United States Steel Corporation a formula is

 necessary #

Mr. Manson. Well, of course, it all depends upon what the for-
mula is that you use. Any rule whereby you use figures made for
the purpose of getting a result could be called a formula. -

Senator Kina. Would not a too strict adherence to any formula
leave oRPortnnities to unscrupulous taxpayers to avoid the formula ?

Mr. Manson. Oh, dyes. I can see instances where this particular
formula could be used to work an injustice on the taxpayer. I do not
concede that it could happen very often.: It could only happen in a
case where you had an entire plant that was brand new, every piece
of equipment being of the same state of efficiency, and every piece

- of equipment being of the same age. In a case of that sort the

application of any such formula would work an injustice to the

xpayer; but in the case of the United States Steel Corporation,
which is an organization of constituent companies, many of which
were in existence Kears before the Steel Corporation was organized,
the equipment, taken as a whole, of the Steel Corporation consists
of facilities in varying stages of efficiency and in varying stages of
wear, and that this formula, as applied in this case, is absolutely
impractical, so far as the Government is concerned. g P
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X have tépeateilly ‘stated,that I; have ibeen ;informed and. helieve
that the bureaw has.fellowed no .uniform practice in:detérmining
amortization. . I believe Séhator Watson. has asked e that question.
The concessions of the bureau: confirm. those statements. Mr,, Hart-
son stated that, where practical, the yule lasid down in the published
wuling of the soliciter is followed, . This rule requires the.inspection
of the facility upen which, amortization is claimed and the determi-
nation: of the usefulness of that facility in the taxpayer’s business,
tregardless of the bther facilitiea. That is the rule for the determina-
tion of amortization laid down in the only published ruling. there.is
in existence.on this subject; . . .- e

ui)x‘nr 'IiAn'rsom~ Mz, Manson, do you concede the correctness of that

r g . _~:";‘,t. L e s . . ‘o . .

Mr. Manson. I doj absolutely.” There is no doubt about, that at
all. And, furthermore, I wish to say this, that while Mr. Hartson
read the statement of the bureau in answer to my statemeni into the
record, I have too much respect: for Hartson’s judgment and too
much respect for his ability as a:lawyer to believe that he either
preptamd that statement or that he gave.it his unqualified indorse-
mm. : . R TN N . vl , . .

Senator King. As to the opinion to which you have referred and
which you say is correct,.do you mean to say it-is correct legally,
based upon a proper interpretation of the statute, or that it is cor-
rect in that he applied it to a just method and a just formula for
reaching the tax to be paid by the taxpayer in these cases? .

- Mr. MansoN. I would say 1t is correct from both standpoints. - I
am ﬁoullf to discuss that in detail a little later on. e ,

Mr. Hartson stated that where it is practical, the rule laid down
in the published ruling of the.solicitor is followed, but that where, in
the judgment of the engineers, it is not %r:ctical to follow this pub-
lished ruling, the rule followed. in the Berwind-White case and in
the United States. Steel Corporation case is followed. This latter
rule has never been published and the taxpayers generally know
nothing ahout it. It 18 necessary to have inside information to-even .
know there is such a rule to be anlied under any circumstances

Thus we have two standards for the measurement of these deduc-
tions and consequently for the measurement of liability to tax.
This alone is sufficient to condemn this systemn as repugnant .to the
fundamental principle. that taxation must be uniform among those
similarly situated. = But this is not the most serious objection. One
of these standards, and the one under which the more liberal allow-
ance ¢an be made to most taxpayers, is still secluded from all except
the initiated by the veil of secrecy with which the law enshrou
everything connected with the administration of this law. .~

. The published standard is the one which it is found impractical
to. apply to the complicated involved claim consisting of many items.

Thus we must infer that the line of demarkation in the application
glfx these standards falls ‘between the large claims and the amall

slms. , . N LR . S SV

-1 am expressing no-opinion. on the question of secrecy of income
tax returns and qﬁum .1.do believe, however, that were the admin-
istration of this feature .of the law open to public scrutiny, public
opinion. would enforce the same: uniformity as is observed by the
courts in the interpretation and application of the.common law. . It
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fig eleai to'me’that to secure o just 'and equitable'system of taxation,
.Congress ‘thust eithérriore‘cledrly 'and mimutel rprescribe: what: is
now leftto administrative discretion ‘o# 'abolish! the secrecy which
now stands between those administeriwg this'law ahd public opinion.
-1 have steted that the standard of pritctide applied in the Berwind-
‘White case‘and in this case, ‘permits more liberal allowances to most
taxpayers than would be allowed werd the published ruling followed.
T can conceive of cases where this unsouii@ rule would be as unjust to
& tixpayer as it is to the Governmeént in this case. Under this for-
mula, the useful value of facilities, upon which amortization is
claimed, is the percentage of the total capacity of all facilities for
use which is actually in use during & particular'period: ' - .~

- It is conceded that this formula ignores the useful life of facili-
ties in determining their value in use. ‘It is also conceded that it
ignores the comparative efficiency -of different facilities which may

B be tised for the same purpose.

- In the Berwind-White case We‘ﬁad two ‘poxwfe‘r‘léystems, one of wh‘ich
went into operation in 1920 and the other of ‘which' was retired from

- use when the operation of the new one commenced. ‘- The efficiency of

- the new plant was so much greater than:that of the old, that the

ke F
e
2

company installed an additional unit after the war and discarded the
old plant. Yet, by ignoring this element of!comparative efficiency
and by averaging the capacity of the old plant with the capacity o

the war plant, the plant which was hovering: at the edge of the
scrap pile; and which could not be economieally operated, was raised
to' approximatey the value in use' of the new plant, and the new

. Hlant, at a time when it was the only plant in operation, and when it

ad a connected loan of nearly twice its capacity and a peak load
with 5 per cent of its capacity, was reduced to a value in use of 52.6

- per cent. ~ Although the ignoring of these essential factors of com-

arative life and efficiency resulted in an amortization allowance of
85,000 in the Berwindf'Whlte case, the bureau claims that this is

. & mere technicality.

© Mr. Hartson contends with much force that there has been but &
slight increase in the capacity of the United States Steel Corporation
since the close of the war period. He introduced Table A for the
purpose of substantiating that fact. Yet it is undisputed that dur-
ing the period, 1919 to 1928, inclusive, the Steel Corporation spent
$167,560,094 for plant improvements exclusive of charges to depre-
ciation reserve, or about $4,000,000 more than was spent for that
purpose during the war years, 1916 to 1918, inclusive.

- T have never claimed that this money was spent solely for the
purpose of increasing capacity.  In ‘my opening statement of this
case, I took the position that the bulk of this money was spent to
replacs worn out, obsolete, and inefficient equipment. I called atten-
tion to the fact, not only from 1918 to 1923 covered by Mr. Hartson’s
Exhibit ‘A, but from 1915 to 1928 as shown by my Exhibit I there
had been but slight change in the number of major units constitut-
ing the steel company’s facilities. .The only difference between Mr.
Hartson’s Exhibit A and my Exhibit I is the fact that my exhibit
goes back three years farther than does Mr. Hartson’s. I made the
point in my opening statement that the. great increase in capacity
and in operating efficiency had been effected by the replacement of
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smadler unita by Jarger, units and.by; units which could be operated f -

‘with greater. s | greater eqonomy, and greater efficiency.. . ..
: - Senator KiNo.: Have. not..some .of those units heen charged off
under the head !of depreciationt .. .~ . 0
. Mr. Manson. Yes;. buat, this $167,000,000 is the amount that has
been spent: since: the. war g’amod_.tor plant improvements, exclusive
. of depreciation charges.. I do not know what these deprecistign
charges amount to, but they . cer{ainly, amount to a very substantial
item, and, if added to thiz amnount, I dare say. they wonld come near
'tndoubling-it»‘, e gt T T
«. T eall attention. to that, fact for .the purpose of showing that the
Steel Corporation,.in. its ,ogoratgoncn under its policy, has spent
at Jeast $167,000,000 .to. replace: worn-out equiﬁment, to replace .in-
efficient equipment, to do:the.very thing which the Bureau in this
case contends is a “mera terhnicality.” - - : el
In other words, I have objected to this formula for the reason that
it ignores the fact that a mew- blast furnace, with twenty years of
life abead of it, and which will produce 50,000 tons of iron & year,
is certainly worth twenty .times as.:much to the owner as:an.old one
that has renched the end: of its usefulness and which can net produce
" .more ;than ‘one fye,e_m'.-’:s..cn aoity. before it .must. be. scrapped; and
yety -under this formuls, the new blast furnace that. was built dur-
g the war period, was averaged in with the old, - The capacity
of 4 new blast furnace, with twenty years of life ghead of it, is
imveraged in with the capacity of an old one, which may be torn
dewn neXt year, and that is included in the $167,000,000 which
have been spent for replavement, and is given no more credit, from
‘the standpoint of velue in use.to the owner, than a blast furnace
.out of which he can only get one year’s use. .- v :
1Al of the facilities upon. which ameortization has been allowed
‘were new-at the close of the war period. To justify using 1921
capacity. as a basis for determining post war capacity, the Bureau
maintains that it was not until the beginning of 1921 that all of the
war facilities came into use. Notwithstanding this fact, they average
the capacity of these new facilities, which we must assume were
the last word in'operating efficiency, and which had their entire
useful life ahead -of them, with the capacity of the obsolete and
worn-out equipment for the replacement of which the steel cor-
poration has spent the greater portion of $167,560,994 plus depre-
ciation reserve charges since the war. . - S o
Are we to be expected to assume that this admittedly unsound
formula, in the hands of the bureau ehgineers, is a better means
of determining the needs and requirements of the Steel Corpora-
tion than the judgment of its own management, or that the manage-
ment of 'this corporation is':expending hundreds of milliens of
dollars for replacements which have no useful value to the»cbmémny?
Is it not manifest that, had these facilities not been acquired dur-
g the war period, it would have been necessary for the corpora-
tion to have spent the amount of their postwar cost of replacement,
in additions to what it has'spent, to acquire the capacity and efi-
‘ciency they now have! And do not the acts of the officers of the
United States Steel Corporation, in spending that $167,000,000
for the purpose of maihtaining the efficiency and the capacity which

)
.
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they. now:have, estop:thesn from denying that they nesd the capa-
city that they ‘have today, tliat. théy need the:capacity which was
created rduging: the. ;war and .which' has. sincs - been rebained$:’i1

Yet the bureau waives this all aside as a mere techmicality. ' =
. In answerto my point: that this formule gives no lconsiderstion
to the salvage value of amortized: property: retained 'in ‘use, ‘the
solicibors-ssﬂs that' this can ‘not be considered; first, because it"is
not for, sale, .and, second,: because it is included in the residual
value: carried by. the taxpayer. S AL N

. In:my' opening statement.on this matter; I stated: tlie formule. ‘X
stated how they arrived at amortization, and I remernber that it was
admitted on.the record at that time that T had 'stated it correctly.
We have disoussed it at every. hearinﬁ we have had in this case,
and up to the present time no one has:ever taken: exception to
my 'statement of it. T R

hen the value in use is once determined, that value in:use was
applied—we will say, the 80/per cent which was ‘applied in most
cases there—to the postwar cost of reproduction, and 80 per dent of
the postwar cost of reproduction was accepted by: the residual value.

. I called attention to the fact that in appl{ihg' it to the postwar
oost of reproduction the 20 per cent of the salvage value is included
in amortization, the same as 80 per cent of the salvage value is in-
cluded in the:residual value; and as an example of that, T'take this
case:. L oL . ot o

Assume. that during the war period the taxpayer purchased 100
cars, the postwar cost of replacement of vwhich is $1,000 apiece.
That is:$100,000. . The-taxpa{ler finds he has use for but 80 cars,
although -he ixeepsthe entire hundred.” There you have an 80 per
cent value in use. - The value in use, according to this formula, is 80
per cent, and the amortization is 20 per cent, or $20,000, and the
residual value is $80,000. R A

Now, after he gets his amortization, his $20,000, and his 80 cars
that. he needs, they give him just exactly what he pays for them,
less the difference between the war cost and the cost of reproduction.
He then concludes to sell those 20 cars. 'If he gets $500 apiece for
them, he gets $10,000. Now, what has he got? He has $30,000 for
the 20 cars he has disposed of.  The 80 cars that he needs in his
business stand him $70,000. ' . .

I have asserted every time that we had this case under considera-
tion that the amortization percentage was not applied to the cost of
reproduction during the postwar period, less salvage. Anyone who
knows anything about a steel plant and anyone who: will examine
the items upon which depreciation is claimed in this case, will neces-
sarily draw the conciusion that the salvage value of a large part of
this property would be very high.  There is an enormous number of
railroad locomotives included in here. There is an enormous num-
ber of freight cars. There are such things as sh_igs. - The salvage
value, or-just the scrap value alone, of anything like & roll mill, or
.of large shears, which are used for cutting steel-—the scrap value
alone on that olass of material would run into enormous figures;
and out of this $66,000,000 amortization that has been allowed, I
febl ‘safe in assuming that if you reduced it all to scrap value, the

3 L]
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scrap value alone would run to several million dollars. -

1,
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-fy-have psserted! that! objeotion Ahu&_uwhich;»imndnﬁttedpbut"ia :
waivad: aside #s, & mexd tachnicality, although it would niales: several
milliong. af dollars.difference: in thel smount of thei tax theistéel cor-
porati?l}iﬁ@l‘“'p.yfwm foon shiwg s -t g anertad g re
. GIrgihg expense a9 the. justification, for failing to consider these
myterig] and'necessary factors, would:almost lead one to believe that
the formula is incorporated:in.thé very law itself and must be used
right.or wronﬁ 1 Such, however; is not the case. :The liw provides
that there shall be allowed “a reasonable .deduction for the amorti-
zation; af guch: part of ithe cost of such:facilities or vessels as has
been boyue by the taxpayer.”.. i ‘it . it sl
.. If there;is any: doubt as.to what;this provision of the law means,
we have a.simple and elementary rule of statutory construction to
ide.us. This rule is that.in construing a statute we shall consider
the whole statute and the legislative purpose as manifested by all of
its provigions... , - s T oy
. The gole purpose of the entire. law~-and.that is tine whether you
take the 1924 act, the 1921:act, or the, 1916 act, or go . way back to the
1913 actrrithe sole purpose of the.entive tax law is'to tax net incomes.
Every. provision of the. act providing. for deductions s clearly ‘in-
tended to.germlt the deduction of expenses, capital consumed in the
product gold, and. losses; sustained, so that. the taxable net income
may reflect, the: true.net income .of; the takxpayer;. - Congress ‘recog-
nized that during the war the producers of articles useful for war
pur;ﬁ;ses; would make capital expenditures for facilities which would
not, be of use-for postwar purposes. :.; Dioomio e
.The:purpose.of the gmortization provision is to permit the.deduc-
tion of such losses., It isito inake tlie taxable net in¢ome :conform
to the true net income .of: the taxpayer.. This provision was not
~ingerted in:the‘law to grant aspecial pmvxl:ﬂe to a'class of tax-
payers as a reward for producing war materials.--The sole purpose
of this provision was to-make the taxable net income.of thé .taxpayer
g form to. jts true net.income by:permitting the; deduction of these
9&?&85,.' v ote e ey .;“~ R L ERUERE IR Toihe a e e
. Therefore-to be entitled to a.dedunction for amortization the tax-
payer must show that he has sustained a loss by reason of having
acquired facilities. dqrmf the wat, and the amortization to which he
is entitled is necessarily limited to the loss he has sustained. - .~ -
- Can. it be:maintained with any shew of reason:that my investment
in equipment which may: not- be necessary during a slack year like
1921, but which I.used in 1919 and 1020 and again.in 1922 and 1923,
represents a loss or that my capacity over that required for average
production that margin required to. meet, the peaks of demand
when . prices: aré high and .:{’roﬁtei are. greatest, reprasents: a loss
Can it be saidthat. F:veoause have & machine so obsolete and, ineffi-
cient that I.can not afford to operate it, except in;case of breakdown
or when.prices are high .amy investment in war equipmernt; used by
me @very' day to:its. uﬁ;oapacxty,.-reprmnts.a partial loss? Can
it be said-that a blast furnace running every day to its.full capacity
is & partial loss:because I have an idle,one which has reached. the
point where it nust:be.torn down-and - rebuilé¥, ... . .. o
- That: is exactly. ths otitcome.of the application:ef this formula,
when you leave out of consideration these essential elements which
the bureau waves aside as mere technicalities. , 3 |
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The rule laid down by the solicitor is sound:+ It recognizes:that
to determine amortipation. the. usefulness of the particular facility
upon which;amortization is.olaimed must. be detetmined. : ¥ subit -
that there.is no way {0 determine whether an investment represents
& loss other than to determine the usefulness.of that particular thing,
regardless of anything else. The bureau maintsins that this involves
too..great; an, expense.: I submit that the burden is upon the: tax-

. payer claiming a deduction to prove to the satisfaction of the bureau
thet he is entitled:to it. I submit, further, that it would not have
cpst one cent, more to make an.inspection of the facility upon-which
amortization is claimed and by observatign determine whether.they .
are being used or whether they are useful than it would be to make
that, inspection and then go through all of the ealoulations that were
necessary in order to make out amortization, in: accordance with an
unsound formula, ! ' SRR ER

I stated in my opening statement, and I repeat, that such'an exam-
ination actually was made by Fischer and Van. Schaick, and they
found it all in 100 per cent use. - Fischer and: Van Scheick were the

- first engineers for the bureau who examined this property.. - - .

Mr. Hartson admits these engineers found the property to be in
100 per cent.mise. - R T UL AR
I made the statement in my opening statement that they segre-

"gated, the; property. Mr, Hartson denies that, I do. not kmow
whether the issue raised there is one.ovor the definition of the
word ‘“segregation” or whether it is more material than that, but
what I meant by segregating the property, was not physically sepa«
rating it;-not carrying the roller mills and blast furnaces out in
the yard and stacking them. up in separate piles.  What I meant
was mentally segregating it. Here is a blast furnace, that, during
the war, was in operation. . Therefore that blast furnace is of 100
per cent value to the owper, and no amortization should be allowed

uponit. .- . . . . S e
; l‘)‘If there is still any dispute on that &),oint X think the re}xm. of these
engineers will settle it. I.have rea vit;.-..i know what is in'it, and
I trust it will not be necessary for me to read it into this record to
settle this issue, as to whether or not these engineers determined the
use of each particular facility by mentally segregating them and by
seﬁegating.themon~paper. L T
.- Mr. Hartson. I think, Mr. Manson, I can clear up any furiher con.
troversy about that and oliminate any further, discussion on that
oint. S I o
P» As I stated in the statement I made the other day, the report of
those engineers was made on: the basis of the facilities being 100 Eer
cent in use. I, therefore, adopted the position, in the statement tha
was made, that it was not necessary for the epgineers making that
report to make such a segregation as you are contending, as. I under-
stand Kﬂl,.shqnld have been made of all of these different. facilities. -
Mr. Manson. No; I contend only for the ruling that was published.
Although that ruling was not published until four years afterwards,
I contend that is the kind of examination that was contemplated by
that published ruling. .. ... . oo e
. Senator, ‘WarsoN.. Are you sure. that they actually made an in-
spec;.ioq of eyery facility of the whole United States Steel' Corpara-
tion . :
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;. Mr, MangoN. They did. & - il . p ot e

++Senator WatsoN, -And-,reportn&‘sy‘famtely'gm it o e
~ Mr,- MansoN, ‘Of coursey they did not take a wheelbarrow' and
show how that perticular wh rrow was used. I am just stating

this to give you an idea of how they went at the job. ‘
- Senator Wamson, Yes, -~ . - i o Tt et
The Cragman. I donot quite understand this on the question of
0 tion, and I would like to clear that up at this point, as to just
what is the difference between Mr. Manson and Mi. Hartson in esn!
nection with this mutter of segregation.  Did the engineers segrogate
' ﬂ;" nmox;ti_zntion on one piece of property from the others, or did
eymot? - - - T T e
ﬁr. :Hanreon. I think it was a difference of  degree, Senator.
There was some sort of segregation made; you will find: from their
reports that they have certain assets, facihties, carried’ down, and:
items, but there was not anything like the detailed and minute ex-
amination that an exact and technical interpretation of these provi-
sions would and should require; 'so the difference is really one of
degree. They approximate them' in many cases, but not to the same
degree as was done in the application of this formula. - -
he CmammMaN. In other words, you and Mr. Manson. are not
very far apart on the segregation? S IR
- Mr. HarrsoN. We ave not very far apart, It is really one of
degree. I think, as a matter of fact, Mr. Manson, that the point is
not of very great importance, relatively speaking, in considering the
entire plant. : L « ' S
- The Cmamuan. I think the questicn of segregation is of great im:
portance, myself, because, if you are oing to average old facilities
with new facilities, or pre-war facilities with war facilities or post:
war facilities, then the queston of whether you segregate these facili-
ties in use is a very important one, because, in my judgment, the
degree to which this property is in use is more applicable to the
actual property to be amortized than it is to the pre-wai. the old
stuff which has been averaged with the new. - - o
- Mr. HarrsoN.. On that point, I think you have the situation well
in mind, but in order that there may be no misapprehension about
what this formula is which is involved, I wish to say that they ‘do
not apply it to facilities other than those facilities which  were put
in during the war. It is & percentage calculation applied to certain
costs incurred during the war. ' There is that definite st:ixregation in
the use of the formula which is beyond any question made. S
. The CHARMAN. Not' when' you use the' analytical system, cer-
tainly, because you could not take the Berwind-White case and say
that tigis old dilapidated and worn out plant should be given any
value in use so as to reduce the percentage in use of the new amor-
tizable property. = e B S
. Mr. HarrsoN. I think, Senator, assuming the facts to be these
in the Berwind-White case—that we are now discussing principles
rather than facts—— A ' R
The Cmarrman. Yes. - - S o
Mr. Harrson. That there was an old plant susceptible of use
after the war and a new plant built during the war. Then, to de- -
termine the useful value of the war facility, yon »consic.ier‘ their en-
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tite' capacity iafter the wary which includes ithe: new £o:ility dnd the
old ‘f&diﬁty.‘ R T L T S T RN TIE SR SRS SO PR e
The Craieman.: Yes; but why include the pre-war facility? « The
testimony given in the Berwind-White case shows that it was.worn
outu B A o B ST P S P P P R
Mr. HarrsoN. Now, we ave discussing the fact again, . .. .
The CramrMAN. Yes; but you do give it the sams value, practi-
cally § 'whether the plant was. worn:-out or net, you give it the s.me
productive value as you do the new plant when you arrive. at the
AVRPRQE, " 7 b e e s R YT A
Mr. HartsoN. In the use of this formula that is true, Senator. .
'The CHarMAN, Yes. e, e T
“Mr. HarTsoN, 'Of course, as was argued the othier day, it works
both ways, and you not only give to an old facility, as:Mr..Mam
son is'stressing now, usefulness beyond its actual usefulness in. #
lying this formula, but you do:the reverse—something that Mr.
ansen does not emphasize-—~you also give & reduced value in-uge
to some brand new: facility. In using the formula on a business thé
size of the United States Steel Corporation; it is-averaged up, and
no doubts works for and against, and Mr. Manson has admitted here
thalt this.formula can be msed ¢o a point where it can work a hard-
ship on the taxpdyer. - S A IR
Mr. MansoN. Only when the equipment is all new.. -~ -~ : .
Mr. HarTson. In the case of these tremendous .concerns sorne were
in use during the war and:some were erected before the war, and
they took a formula for the pre-war experience and applied it to
the postwar conditions, applied it to the costs which were inourred
during the war, and to that extent-I would like to have you bear in
mind that there is a complete segregation. We are not considering
facilities that were acquired before the war or since the war. We
are using this on facilities acquired during the war period. - =~
' Mr. Manson. On this point; I stated that these men segregated the
facilities; ‘that is, these first engineers who made ‘this inspection of
these facilities segregated the facilities upon which amortization
was claimed and determined the use made of the facilities. In Mr.
Hartson’s reply he admitted that they determined that they were in
100 per cent use, but he denied they made the segregation. My own
opinion ig that the difference between us is one of the definition of
the word “segregate,” and T have just explained what I meant when
T used that term. I do not know whether that is stilt in issue batween
us or not. . : ST e T
‘Senator Warsox. Let me see if I understand about this formula,
As I ynderstand it, the object of the formula was to strike an aver-
age. If you-de not strike an average you do not need a formula.
*hat is to say—and if T am wrong I want to be set right about it
if you had a force large enough to permit you to go back and make
an examination of every single facility of the United States Steel
Corporation, then you would not need a formula; it would then be
a question of absolute fact. - - - - - . - - S
r.. MaxsoN. You have to do that anyway, because in using this
formuld you have to determine whether the facility was a facility
for production of articles used for the war. In other words, there is
. o engineering examination that would be required if you followed




" QEGE  INVESTHIATION:.OP BUREATOF: INTRRNAL: BAVANITE

thie fule Jaid:down:by. ‘the solicitor for the purjose of detexmining
amortization ; that is not alreedy reqmred even if thev remmt to the
oﬂlermethods IR it g
r:Senator Joms of:New Mexneo. Why is not the stahement made by
Mr. Manson here absolutely conclusive on this question? Is it not
upon the taxpayer o sati the bureau as to- t thmgs on whlch
he -wants smortazation? .

o M Mamom Oh, yes; they have done xt m'thle eese. There are

80 vo&umes, g ages of it,
elaThe% memn. n other words, 1t is up to them to prove theu'
. s o oangt .

Senator JoNEs of New Mecho Yes.

+Mr. MansoN. Yes. . If there is any doubt about nt, .the fect is tbat
theee first enginesrs. made an. examination that. was sufficient.to show
that. if tlua property was 100 per cent.in use at the time of this ex-
antination, and it -was .adapted: to the Luginess, the normal peace-
time business of .the corporation—if there is any dis &nbe about that
Liwant. to go into this report far enough to settle that dispute. I
go vnot went therquestnon left. in xssue between myself and the bureau

end, ! ! .. I B
: Benator Wumou. Let me ask you this 3 uestion rxght elong the lme
of Senator Jones’s question. Dxd or di not tlns taxpayer attempt
to rove its claim$ ' . . ..

r..MaNgoN. Ob, yes. - ‘

. .Senntor WazsoN. You eay there are 30 volumes?
. - Mr.MansoN. Yes. . -

-+.Senator.-Warson, In which they attempted to prove the clmm?

o' M. Mansox. Yes; what they did was this, Senator——— . - -

> Senator. WaTs0N, les' 1 would like to know. .

. "Mr. MaNson.. I will explam that here.

In the first place, the taxpayer presented &. clslm in 1918 I thmk
it!was, which was not set up in a.proper way, - In other words they
claimed .amortization. upon the basis of prewar eosts—the er-
ence betwecn the. prewar costs and the war costs, instead of'on the:
postwer costs and war costs. .

’fgfs(ganAN Do. you mean to sey that they presented a claim
in W

. Mr. Manson.: No; not as far back as that, but it was before 1920,

. The:question whether amortization shall be allowed for the differ-
ence between postwar cost and war cost is not-one that is involved
in this discussion here. We concede that they are entitled to it; so
that is not in dispute. . That «ig involved in the figures to which’ we
take exception, but all of the fi f“ﬁ;lx‘ea to which we take exception arise-
out of the matter of the usefulness of the facilities which have been
retgined :in-use. . We do not question the. allowances made for spe-
cial facilities acquired for war work, and which were not useful to
them for. }Jostwar operatnons. We do not questmn the allowance"
on_those: facilities, - -

Senator JonEs of New *Mexico. There were such 1tems, were there?
.« Mr. MansoN. Oh, yes; they had a howitzer-gun plant at Gary, for-

instance, .and -they had shipyards. We do not question. the ‘allow-
ances on those; but what I, am trying to show is that these engineers-
. mudemu exenunatxon for the purpose of determ:mng the usefulness.
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of'tlese! particulay facilities: for pence- time It dbes lfiot
require a particularly careful, close examination of w:bldst:furnace
which- you ses iii operation, and which represeits’s largeé investment,
to determine that that blast furnace is the same kind 'of :a blast fur.
nace thrt is used for the:purpose: of reducing orés both in:timé'of
war and in time of peace, Xt does not require 4 partigularlymmfgﬂ
engineering examination of a power plant to godnto it .and!dee it in
operation, to examine the records of that: power plant, to examine its
log, to find 'out that it hus been :in operation -ever:since it has been
constructed, and to determine the capacity of that and ito:determiné
the connected load, and to' determine the" pesk load. - Those are:all
matters that can be readily determitjed by an examination of the log
of that power plant,. -+ - - e
Senator Kine. It was in just as serviceable condition:after: the
war as it was during and before the war? A
Mr. Manson. Yes, . ¢ P e
hSeI;ator Kina: T should say it would not be difficult to' determine
that faet. -~ -+ .. . - S NI
Mr, MansoN. Now, for instance—— . .~ - . T
nSel‘llator Warson. You had started to show what they had actu-
a one,:: ' : : R L
r. MangoN. Oh, yes. ‘They set up their claim.: These two engi-
neers, Van Schaick and Fischer, made a fiold examination of the
roperty. ' They reported as to the usefulness of the property.. The
?ound all the proporty upon which amortization has been allowed,
to which we take exception——.: - .-~ . . .. .
* Senator Warson. Now, that was after they had made their.claims$
Mr. MansoN. That was after they had made their cldim. . - -
- Senator WarsoN. They went out, then, on that¥ - - - . : .
"Mr. MansoN. They went out on that claim. - .- - - = - -~ &
The Cramman. In other words, there would be no necessity for
an exnmination if they did not make a claim§ .- . . e
Senutor Warson. Precisely; that is what I wanted to get at. -
-Mr. MansoN. They made the claim, first, ihat it was not set #p on
a proper basis, that it was set up on the %asis‘ of the pre-war cost
instead of the postwar cost. It was also turned down .for the reason
that the facilities were found to be in 100 per cent use. SR
My point is this, that I do not care how many other reasons the
bureau had for turning that claim down, the fact stands here that
the facilities were found to be in 100 per cent use. That reason
was alone sufficient. They might have had a dozen other reasons,
but that reason alone is enough, as far as this discussion ;is :con-
cerned, and if there is any doubt as to the character of the examina-.
tion that the{)emade here, I can read this whole report, or as much
of it as may be necessary to establish the fact. I am going to state
the fact here—— S e e iad
- Senator WarsoN., As I understand it, they filed their claim: for
amortization, and these two engineers went out: and made: their
report, and as u part of that report they stated that these fadilities
were 100 per cent in operationf. .. . ... . . o0
 Mr. MangoN. Yes, oot st e
-Senator' Watson. Then the claim for amortization was rejected,

P

A
[
v baliate

it was turned down on that report, wagit? - - ..

g
e
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" oMr. MaNson: Xt was turned down qn thqt gmlmd, and $lso upon
the ground:that it was not: based-——r

lgen;:ov Wm;ox Aiter. the claim was absolutaly re]ected,, then
w t: T A, x S
1« Mp: Mawson. Then they ﬁled anothen clanm. S Cee
’nSenntor Warson.; ¥ea. .
Maxson.. I moticed i the papers the other d&y t.hat Judge

r{gﬂ the chairman of the steel corporation,. claimed that in present~
it second cleim they presented. it in identically the way the

m :asked.for: it; in other words,, that they made up this second

“elaim after having bedn turned down on the first one, m acoordance
with instructions received from the Unit.

Senator WaTsoN. Can you tell us now what wes the dlﬁerence
between the. two?; : - - - o ,

" Mr. Manson. Yes. .

Senator Warson. I wish you would do so, bmeﬁy .

~:Mr. MaxsoN. There are three. general considerations in thns
mattor. One is whether or not the facility has been entlrely dns-
carded, as in the case of the gun plant. or shnpyard ,

. Senator Warson. Yes, - .

Mr. MansoN. The second one is the dlﬂ'erence between the post“ ar
cost and the-actual cost duiring the war.. The third one is the extent
of the usefulness of the facility that is still retained in nse.. Then,

_there is also the matter of .when. expenditures were made. - Now,
many 'of these, o a very large proportion—I can not say exactly
how much, but a very large proportion, of the expenditures on which
smoitization has been allowed, were made for plant extensions that
were started: back in 1915 or 1916, and ‘were- not completed in 1917.
It was necessa f' for:the claim to show the distinction bétween those
things, and, all told, .the ‘cldini: covers some thirty volumes, large
bound volumes; and includes: approximately 20,000 pages

Senator WarsoN. That. was the second: clalm?

Mr.. ManNsoN. That is ths second claim. -

- Senator WaTsoN. What was: the dxﬁ‘erence m pomt. of tnme
between those two claims, Mr. Manson? © . :

- Mr. Manson. I do not know - when the second cl.alm was. ﬁled

Senator WatsoN. Approximatel f'

‘Mr. MaNsoN.. About two years, should say. .

- Senator Warson. Two_years? - e

. Mr. MansoN. That is Mr.- Parker’s statement. . - ‘ :

Mr. GReENIDGE. A little over two years. - ‘

- Senator WarsoN. Of course, after this report had been re]ected.
they ‘were compelled then to reform theu' Iine of attack?

. -Mr. MaNsow.. Yes, : : -

. Senator  WATSON. What was the dnﬁ'emnce between the ﬁrst
clanm and the second claim?

“Mr. Manson. T did not. go into that in great detaﬂ because I
ha»ve néver seen the first claim, but I understand from the reports
that I-have examined that the difference was this, that in the first
claim they based their computations- ufmon sthe pre-war cost, as
compared with the war costs, and that element of the clsim which
existed in.connection with each item was set: up upon/ that basis.
In the second claim, that element of the claim was: st .up as:the

’
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hureau voquired, the difference between: the: postwar. cost and: the

war cost. P i
tSemator WATSON, Yes, .ot ... Gy oean dwog oot o0
Mr. Manson. That .is: substantially . the .difference.. Outside of
that, I do not know of any other difference, .~ 7 e oL
+; Sengtor WarsoN,. Did they attempt in this: answer to set up ‘and
describe the usefulness. of each particular facility: - = - .= .
Mr. Mansox., . The first engingess did. .. -~ .- ;. ' . '
. - Senator Warson. They did¢-.. - . i .. -
: Mg: ‘MansoN. Yes; the first.engineers, : . © - .. .0 L
. ;l‘ eéCnA,muAN, You mean the engineers for the Steel Corpo-
ration? .. . e Yy
- Mr.. Manso~,;No, The Steel Corporation’s second claim.. I dd
not know about the first, claim, put in the . Steel Corporation’s
second claim, the use was set up in identically the way the burean
has allowed.it. The burean has followed the Steel ‘Corporation’s
wethod of .computing their allowances. ' They have checked it, bu¢
the theory upon which the a]lowance should be based is.stated in the
Steel Corporation’s claim, Whether that theory was worked out by
the accountants—1I think it was Ernst & Ernst——r- - . .. . -~
Mr. Parxer., No. L ,
. Mr. Manson. No; theﬁ' did it themselves, . . S
« Senator WarsoN. Will- you tell us what that theory was? =~ -
© Mr. MangsoN. That theory was this very formula Kat we have
been discussing. I think I can briefly restate jt.. - - N
 To arrive at the value in the use for postwar purposes, they first
determined the margin, the diflerence between the average annuai
production before the war and the capacity for each year before tle
war, . The steel corporation,.in the claim, specifically acknowledges
that it requires more capacity than its production.  In other words,
the tonnage capacity, expressed in tonnage, must be greater than
the tonnage production.: They specifically state that.. The engineers
found that for the period beginning, I think it was in 1910—from
1910 to 1915, inclusive, the average capacity was 131 and a fraction
r cent of the average production. .. That 1s in the case of piﬁ iron.
the.case of steel ingots, it was 125 per cent; in the case of billets,
blooms, and slabs, it was 124 per cent; in the case of rolled  and
finished steel, “it was 127.4 per cent. -That was accepted .as' the
margin of excess capacity required over annual production. '
- As I expivined in connection with the chart in the opening of m
resentation of this case, that difference arises largely out of the dif-
erence in the production from month to month. In other words, the
capacity. is 12 times the greatest groduction, but the difference be-
tween slack months and peak months gives rise to this margin, which
has averaged, in the case:of pig iron, from 31 per cent to 24 per cent.
The: CHamMAN. Are you correct in stating that the capacity is
12 times the peak production? - : : .
- Mr. MansoN. I was going to come to that in a little while, I do
not believe it is. It is my personal opinion that I do not think that
is the. basis upon which 1t was figured, but we used some 1923
capacity -figures here. I used them to complete a showing, not.that
they were material at all, but I used them to.ceinplete the showin
of the ratio of capacity to production throughout the period..
wanted those figures, and Mr. Parker called upon Mr. Whitney,
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whio jis the- bureaw: enginber: who Handled: this edse, snd My, 'Whesl -
ney made the computations upon that basis. e
ing the month of each plant, multiplying it by ‘12, and
then adding all the plants ttogether; those figures for 1923 looked to .
me to be excessive. They look to be exocessive for the reason that
they .ghow a igreater margin betweén prodiction: and capacity for
1923 than the steel icorporation’s annusl report showed for that
- period; but I had no way.of disproving those figures, = ‘- '

If Mr. Hartson is correct in his attack upon'my 1923 ‘figures, then
the Steel Corporation had not the surplus eapacity in'1923: that my
figures show. 'In other words, to be fair to the bureaun, I accepted
the figures that they furnished us, even though I considered them to
be excessivé, because the lower those capacity figures are for 1923
the stronger .our case is; that the steel corporation had no excess

“ 10V, o o ' : :

m?say this, that in the 1923 report of the steel corporation, as
is shown by Exhibit I, which I have offeced here, Chairman Gary
meakes the following statement. ' This is an extract from the 1923
report to the stockholders of the United States Steel Corporation, a
statement by the chairman of the board o directors, Judge Gary :

Entering the year 1923 with a Ilarge tonnage of unfilled orders on the books,
: which was Increased by liberal:buying during the ‘first five months, the sub-
sidiary: companies were .enabled to operate on an average during the entire
year at 88.3 per cent of capacity, the output during the.first half of the year
‘reaching 92,6 per cent. In ggfi’nt of total tonnage output of materials produced
for sale, the year 1923 has been exceeded in only two previous years, 1916 and
1917. . As a result of these large operations, together with improved selling
prices, the earnings for the year show a substantial increase over those of the

ing two. years. . © . I o

Al of my ratios have been worked out on the basis of the per-

centage. of production to capacity. This is expressed just the -

other way, but reversing {nose figures, it. makes 108 per cent. In
other words, according to Chairman Gary’s figures, the Steel Corpo-
ration only had 8 per cent more capacity in 1923 ‘than their actual
production. . - o S
~As I have stated, the average for the pre-war period ran‘ang'a
where from 24 to 31 per cent. This allowance is based -upon ‘the
theory -that the Steel. Corporation requires the excess of capacity
over production equal to the average during the pre-war period.
1f we are to.take the official figures here furnished by Judge
y not .for some use in this matter; but in his annual report
to: his‘stockholders, as & basis for determining excess capacity for
the year 1923, we find that there is only one year in the history of
his company when the margin between capacity -and production
was as low as it- was'in 1923, and that was in 1916, Even d.ring
the. period when we were at war the Steel Corporation, as shown
by my Exhibit O, did not' come anywhere near producing steel as
c%ﬁetoitscapacity as it did in 1923. : SRR S
-4 'was going: to say about those 1923 figures, that if those figures
are excessive; it reduces.the margin of capacity, and ‘shows that
they have less excess than my figures show.  But 1 was in no position
to~'attwk,thbso-ﬁg%vr1¢:s,faofl a‘cﬂ)wd them. I' want to'saythis,
“however, that Mr. Whithey told Mr. Parker, our engineer, when he
came to make up:those figures, that he had checked the: capacity
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figures furnished by the eo%mny, ‘upon ;which: the allowance was
based, gnd that he had checked them. in accordance with the formula
which he used in arriving at the 1923 capacity, and that they checked
out. Now, what does that show? ,Tgmt shows. that if my 1923
figures are excessive, as Mr. Harison claims in his statement they
are excessive, then all of the capacity figures are excessive. If those
figures are: wrong, then every figure which, enters.into one of the
Qmmar[y factors used by the burean in_determining their amortiza-
tion allowance in thig case is wrong. I do not know. whether they
are right or. wrong; but I do say this, that the statement of the
chairman of the board of directors of the Steel Corporation shows
that they had a great deal less excess of capacity over production in
1923 than the engineers of the hureau or:of the Steel Corporation,
in presenting this case to the bureay, assumed to be necessary. .
Mr. HarrsoN. Mr. Manson, in connection with that statement of
Judge Gary’s, I had not heani of it before, and pever had it brought
to my attention, but if I understood .it, correctly, as you read it,
it would occur to me, that for the year 1923 he was taking the
position that the plants had been up to phout 80 per cent of capacity.
Mr. ManNsoN. éghty-exght and a fraction per cent.. .
Mr. Harrson. Eighty-eight and a fraction per cent. There
would be about a 12 per cent margin there? .
Mr. MansoN. Yes. e L
Mr. HarrsoN. The margin that you have said the buyreau used in
determining the Sre-War margin for pig iron was around 31?7 .
Mr. MansoN. Oh, no; you are wrong ahout that. . .. )
. Mr. HarrsoN. Now, wait a minute.. . RN
Mr. MansoN. You are talking about the wrong figures, Mr. Hart-
son. Judge. Gary stated that the production for the year: was 88

- . per._cent..

. Mr. Hagrson. That is right. . =~ S
- Mr."MansoN. Which left a margin between production and ,ca-
pacity of 12 per cent. N e '

Mr- HartsoN, Yes. . VI
. Mr. MansoN. The average margin between production and capac-
ity before the war was 3] per cent, so there wes a great deal. less
margin, even on the 88 per cent basis, in 1923, between production
and capacity than there was during the pre-war period. . ;
 Mr. Hartson. Do you recognize that difference as being the dif-
ference between 12 and 31 per cent? Coe

" Mr. Manson, Yes. = . A

‘Mr. Hartson, Yes. .~ . . - .

Mr. Manson. I want to point out this fact, that you could not
reach a 92 and a fraction per cent ¥r,odu9tion.with, an 88 per cent
capacity, and while the production for the entire year averaged 88
and a fraction per cent, the production for the first six months
sveraged 02 and a fraction por'cent. = =~ . L
. I wish to also call attention to the fact that' Judge Gary, in his
statement, confirms the position that I have taken, and that is that
it is when demands are greatest that you use.the margin of your
capacity to meet the pea ﬁemand, and that that is the time when
you make the money. In other words, your competitors, your small

"1 92019—25—PT T—T .
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@mpetiwrs,"havé'theix‘ capacity ab.sorbe‘d,'ai_:d the fleld of comipe- ’

tition is limited to ‘the few who have excess of capacity; and ‘they
get their own prices. - That'is when the profits are greatest: That
18 the reason the Steel Corporation has followed the policy of always
having a capacity in excess of their production. - - :
1 take the position that if théy find it proper to invest in capacity
in excess of production, 'izx order that the ,ma.ﬁ" get the pickings
when pickipﬁé were good, it cin not be said that the money they have
investeéd in that capacity represents a logs that the Government should
amortizé, when, in dt-ordance with their' o¥n fied policy, they ate
c(}ﬁstanzl{ spending money year after year''to maintain an increase
of capaeity. i . oo v oo STTOT T
= Se:&to’rs‘:limss of Npw ‘Mexido. ‘Ani 1 right in usstnining, also, that
no allowance was made, even for salvage value? o
- Mr. MansoN. Yes; that is right. e
* Sendtor Kine. On. that theory you should not tax the farmer at -
sll. "Say'an farmer here has 200 acrés, and he sets apart 10.or 15 or
20 acres per year, and he allows it to be made fallow in order that
it may’ be strengthened -and fertilized to incréase production the
succeeding year. 0 T T .
Mr. Manson, Of ‘dourse not. e Lo
Senator Kine. But the fatiner is taxed for the land just the same.
Mr. MansoN, Oh, yes; but here is where he wou (i,get’.it; éven
according to'this f&‘?m_uig ¢ Inasmuch as he has use for that land,
preparing it for thie crop next year, théy would say, ¢ That is in use
even though you get nothing out of it.” ' - '

Senator King. But under this formula, in this case, they say it
is'not ii1‘use, and thérefore we will allow amortization. )

Mr. Mawson. Yes. This' formula werks a 'little stronger than
that. Here you have something that you could not use under ordi-
nary conditions. You have a piece o egui'pmént that you can not
use at all'when' competition is strong and prices are low, because it
is too expensive to operate, but you carry that in your capacity just
the same, because there come times when you can \o;;:amte that at a -
profit. %{ reduce the value of the new equipment by adulterating

1t through this method of averaging it with the old equipment—the
average cap#eity. = ' o
. I want to ckal your attention to this: Mr. Hartson has said that

that reduces the value of the new equipment, too. The fact of the
matter ig that, at the close of the war, all of the eqhigxgient jnstalled
during the war was in a newer condition and at a iﬁh‘@i‘ ‘state of
efficiency and had a longer life shead of it than any of the equipment
installed before the war, © ‘- TS URIERT
I have used extreme illustrations here. T havé taken:the ¢ase of
the furnice that had reached the point where it was about to be torn
down, and compared it with & new one, which is. just taking the two
ends of the gtory. If youtake aty pliht which was s going plant
for any material length of timé before the war, you find equipment
in' varying stages o, ‘weur,‘wit@:vnryjﬂﬁjiye‘s ahead ‘of it, and in
aflying stages of efficiency, but'the eqiipmént ingtalled durinig the
war, and every bit of eq gment'instal ed during the war was put
into this claim—the e(i]uxg‘ ent installed during the war tvds newer;
more up-to-date, and had a longer life ahead of it than any other
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equipment they had.  The result'is that when you average that equip-
ment frem the standpoint of capacity, this year and next year, with
the older equipment, you are taking a value off of this equipment;
you are reducing its value in'use, and you are increasing the value in
use of something elve, as the case of the Berwind-White power plant,
to the point where it has the real value of a brand new power plant.
It was said that that power plant could be ograbed; . Physically,
it can turn over. Practically, it  could not be operated, for the
reason that the cost of operation, the cost of producing current in
those old plants was so great that you could build a new plant and
pay for it out of the savings. -+ =~ - . - - D

[ reniember—and I do not want to take up time in any remin-
iscences, but this is directly to:the ‘Point-a-quite a number of yesrs
ago, I tried a case involving the valuation of .a street railway com-
pany in’ Milwaukee, and I remember that it:was shown that there
was an old power plant, consisting of! 500 kilowatt generators, hooked
up to a Corliss turbine engine by belt. That was in. A-1 condition,
and ‘it was scrapped, ‘although it had cost, but a,few: years before,
some six or eight hundred thousand dollars, because, by the installa-
tion of 15,000 kilowatt turbo generators, they were enabled to save
enough in one and & half year’s operation to pay the entire logs in
scrapping the old property. : - . o . Y

That is an extreme case, and. it just happened that that was at.s
time when one of the big steps was.taken in increasing the size of
electrical generating apparatus. - - . . . - .. . . .
 ‘But 'what happened in that case happens, to. a. greater or less
degree, in all manufacturing plants, in connection with all kinds. of

uipment, and that is'shown in this case by the. fact that hundreds
of millions of :dollars have been spent by the Steel .Corporation
from 1910 up to the:present time, with practically no incresse im
the number of major units in their inventory. .., . , . .. ..

"The Camrman. Do I understand.yon to say that they:put alt of

their purchases during.the war period into their ¢laim? .. .
" Mr. Manson. All'of the capital items, and msny of the deprecia-
tion reserve items, .~ . . S C

The CuairmaN. In other words, everything they purchased dur-
ing the war years, all capital purchases, were put into their claim for
amortization ? . : S
- Mr. Manson, Oh, yes. It is manifest that this claim was not
built up by engineers; from the standpoint of the utility of the prop- .
erty. ' 'This claim was taken straight. off of the books of the Steel
Corporation by auditors, without regerd to the use of the property.
That is so manifest— . .. ... . - .
 Mr. HartsoN. Mr, Manson, I want to get yon right on this, if X
may. Do I understand you-to make the statement us. of the fact
that the Steel Corporation, without regard to designating expendi-
tures for facilities which were to be used for the production of arti-
cles contributing to the prosscution of the war, claimed amortization
on all egq()ie?ndntures, of ‘whatever. kind..or nature, made during the
warperiod? . .- ot e e,
:Mr, MansoN. No; I.do not:mean to say that atall. . ..
- Mr. Harrson. I am afraid.you: left that impression here. . =~ ', |
' Mr. Manson, If I did, I'want to correct it now. . . . .: .
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" /The CmammaN. You did leave that .impression. , I understood
you- to say that they put in a claim for all of their capital invest-
ments-during the war. . LT, P Lo
" Senator Kina. I so understood it with the excepiion of the ex-
) ndit(;;lel('les for the Howitzer plant and several other plants that were
" Mr. Maxson. Oh, they put in a claim for that and got it, and they
are entitled to it. There is no.question abont that. ~ =
' The CHAIRMAN.  Indicate to me, please, where L. am wrong on that.
What kind of capital investment did they make during the war that
was not put in the claim for amortization?. oo o
‘Mr. MansoN. I do not know of any, and I am unable to find any.
Mr. Parker states that the total upon. which amortization was
cldiimed—and that does not mean the amount of the claim; it means
the’cost uYon which-amortization was claimed—checks roughly with
the capital expenditures made during the war period. . . ,
-The CrammaN. In other words, your contention is that substan-
tially all of the capital investments made by the. Steel Corporation
durinig the war were put into their claim for amortization :
' Mr. Manson. Yes. . Lo : :
' The Caairman. I think that straightens that out, Mr. Hartson.
Mr. HartsoN. Yes; it does. Of course, it should not be believed
that all of those claims were allowed. A
Mi. MansoN. Oh, no; I do'not say that. : : o
The CrammMAN. I am just as anxious to. get at the disposition of
th(:h?teel ?orpomtion as I am to get at the conduct of the bureau
in this matter. - o o
Mr. Maxsox. I base that upon the statements made by Mr, Fischer
and Mr. Van Schaick, and I can locate those :tatements right now
and réad them int6 the record, that in talking this case over with the
large number of auditors that they came in contact. with in the field,
they found that the claim was made up by picking off of the books
all the material charges made during the war. .~ - .
'The CHAmRMAN. Has any analysis- been made of the claim  as
related to the allowance by the bureau in connection with each

paﬁic'ular capital investment? . e .
r. MANsoN. 1 do not think I understand the Senator’s question.
The Cramrman, Mr. Hartson said that the fact that the corpora-
tion had claimed amortization on all capital investments did not
* make it follow necessarily tbat the bureau -had allowed it. =~ -
' ‘Mr. MansoN. No; that is true, but the claim was for $83,000,000,
and as agairnst the $83,000,000 there would be $55,000,000 allowance.
. 'The CrairmaN. I am not talking about dollars and cents now. I
am talking about items. Has any analysis or segregation been made
to show whether the bureau had disallowed amortization on separate
items of investment? o S :
‘Mr. MawnsoN. Oh, yes; that is true.' Take the Morgan Park
housing project' up here at Duluth, Minn, - They made a claim for
the amortization of thosé houses there. ‘This was supposed to be a
model industrial community, and it was a permanent one.” It is the
only place where the higher salaried employees of the corporation
have to live which is anywhere'near the i)lant. The plant is quite

a ways from Duluth, and this is sup to be an ideal industrial

’
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community. Claim was made for wwicénstruetio?-there;*q{xd»@!gat
wag disgllowed:: * < ot e T o b E Y e
There have been many-itéms that' have been disallowed.:: In the
exhibits here we set up the'items upon'which amortization was dis-
allowed.” We did not set up the 20,000 pages, but we have grouped
them -under the principal heads and Jiave shown what was allowed
and what wa¢ disallowed, together with: the allowances that we-take
exception to. - oot Tl Tt oo n b e o
- In conclusion, what I w‘as*s&King with reference to Judge Gary/s.
statement, I take the position that inasmuch as the margin between
capacity and production; 4§ is shown by Judge Gary’s staternbit,
was only 8 per cent, and inasmuch as that was only about ons-third;
or less than one-third of the average margin between capscity an
production during the pre-war pertod; it shows conclusively, to my
mind, that they had no excess capacity. -~ - -~ -~ -~ - "
" Senator Kine. They could not run the business without a margin -
or excess of capacity over production. S
Mr. MaxnsoN. I think that is all I have to say on this matter. '
Senator King. I want to ask you—and this-is not pertinent to
what we have been inquiring about to-day—but I want'to ask Mr.
Hartson this. In view of the fact that the Secretary of the Treasury,
as I am advised, has asked for-an appropriation of nearly' a hundred
million dollars for refunds, are they any of those persons who would
})en‘eﬁt] by this refund, who would come within the category of this
ormula . ‘ e * ' o
. Mr. HartsoN. I can not answer that. ' o E
Senator King. Because, if that is true, and if they would come
within any of the matters in controversy, I would oppose that appro-
priation at the present time. =~ = . C '
Mr. HarrsoN. Well, Senator King, I can not ‘answer that with
reference to any particular cases, but I will say, from my general
knowledge, that there will probably be some taxpayers who will
receive refunds out of this apropriation which is now being sought,
based on the application of this formula. I do not know that as
to any cases I have in mind, but I think it is a fair assumption.
Senator Kixe, Would they come within a category that would be
reached by any of the criticisms thus far made by Mr. Manson
and his associates, whether right or wrong, I mean? o
Mr. Harrson. Yes. "Of course, there has' beer an agreement
between the committee and the representatives of the bureau, that
in cases which are being criticized by the committee and that are
subject to the investigation of the committee, they are not to be
]cllcﬁed, and no refunds are to be made. Those cases are all being
eld up. ' - S
Senator Kixe, Yes, I understand that. . s
Mr. HarrsoN, Your question went, however, not to the specific
cases, but to cases where this formula was used. ° o o
Senator Kixa, Aiid any other method of settlement that has been’
adopted which had come under the criticism, or is the subject 'of
any of the criticisms which have béen made by Mr. Manson and

“his associates, . ' " . o ,
Mr. HartsoN. An attempt has been, made to withhold settlement'
in all cases involving refunds. ' ' ‘ R
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i- The. CRARMAN. Or sbetements. .- T S
Mr. Harrson. Or abatements, or any other method, in cases which
have come. under the criticism of the committes, whether specifically
named, or .where objection has been made thereon? . Cl .
& Senator Kine. 1 would be .very glad, for my. own .information,
if it could.be done very 'auxckly, or. run over. hastily by some person
in your office, if you: coul '
of my request, as to those persons that might come in.nnder, this
appmgn, tion of & hundredimillion dollars, subject to the criticism
mdof ‘Mroiumn.ﬂ Vet :i"‘(~ Pt “'t'f;: N B S ST
.1 Mx.. MangoN,. I think. I.see your purpose,; Senator, and .1 can
simplify. it; I .believe. shat..there are.included. among'.thoaes clajms
far.which. en & vopriation is asked, no claims on. which amortiza-
tion .has been allowed. in. a very substantial smount. . which. wonld
come under this criticism. . ./ Dt ool T
;rDenator Kine.. 1 fancy. there might: be, some rother grounds ‘of
objection which you might take, with respect to the. method, of allow-
ing credits. and refunds? . S U L T UL B S F A
- Mr. Manson,. Oh, there will be a- great many of, them. particu-
larly-in connection with depletion. , ..., .. . .. .
. The Cramrman. Let mé ask you, Mr. Hartson.. if you -think it
would be much of & job:to run over these:cases? o
i Mr, Harrson. Mr..C airqu.!.i,»lt:wou.ls. e & .cansidprable job,
if not an impossible .ope. considering the number. of claims thut have
been filed, some of them small and some of them large. It wonld
be an interminable task to find out which of them:inyolve a refund
?Qvingﬂut of an amortization allowance based on the use of this
ormula., It might; be, that this can be done, but I would like to
consider it and advise the chairman at the pext meeting just, what
the difliculties would. be, and whetker i

-----
"

X it .can possibly be worked
out. But this might be done; we might be able to recognize. with-
out very much difficulty, certain large cases which involve amorti-
zation allowances, and which involve the use and application of
this formula, and pick out some of the larger ones. o
The Cuarmmax. Could they be made to include discovery values,
depletion, depreciation, etc.? . .= . ...
r. Harrsox. The Committee has not come to those cases yet,
although I understand we are coming to them. . R
- The Cuamyuan. The point. is this.” I think the committee would
be subject to severe censure, or.at least the members of the Com-
mittee, acting individually, if they voted for the ap ropriation of
$100,000,000 to the Bureau of Internal Revenue, when they .were
criticising the very work of the bureau itself. =~ = T
Senstor Joxes of New Mexico. I make this suggestion. This ap
prgrriation of $100,000.000 is just & lump sum, is it not?
~Mr. Hartson. Yes. e o
Senator JoNes of New Mexico. And I assume that it might not
all be. required, for this purpose_during the fiscal year. - B
;. The Cuagman. I do not understand that. ’
.. Mr, Nasn; I think I can explain that, -

. . M

I prepared that estimate. and it is just as Senator Jones has ex-

‘advise me or the chairman, if he approves 1

ressed it, 8 lump-sum appropriation, and it is based upon what has .

ppened in the past. We have used refunds at an average of

k]
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around ten, million dollars a meonth, and; the. iation that, is
now .torﬁgw Y. u§ o the, L 4l of the, next
session of; Congress, to, take, care. of eclmmst may, be.allow.
?ﬁ'ethe Bureau in the meantime. . Therg are 80,000 claims ndm%
Bumurand they 8re,. ¢ommg m at the rate of. 15, or 20,

a
tgem::ri’lima ,Ii I voted for ;t, I would mswp ;npon puttmg 8
§ Fmg 3 ) e \[ v bt 174
Senator. JoNgs o{l New Maxwo. I te‘m lﬁltrhatv tlwl&rmnmman
thal; we h made, here. with the buresu, is quite smple {9 cgver. t
gzpnuse we, assume. that: the. Bumu, will cqr - out) 1n
rfectly .faith . the updér.qtap ding. which . we , Qnd
that if, thm hunﬂmi tmlmn‘d r“s np &m\
they . will not pay. sny. of it. wt/ in_gla may. come undor
these t"hsip tems which we. haye dxgc;msmg;m the com-
ttee»} Xf:that is 50,,it seams tmn xtm & mere.matter of giying
the Ureay N pppxoprm qw rmit, it, to 8, un-
mted g% and pay.o ich we hm, wqed no
LRI wi Vi

q )
TheCmmmn Ithmkt. ﬁurxhe t,b,np though, Senator
It should' be understood' tham are mvestngggghhpﬁ::estw; o
0il. discoveries deplet;on, and .things of that.c mctar, 88 tg,,
we are likely fo be m violent, dxseﬁeemem with the; Buresu i they
are going to uge this hundred million: dollars R qg pse claims,
or any of them lu are not in acoordance , wit revioys
understa,ndmg they wonld still be able, .to close ¢ases. wlnc!l d.not
been reached by the committee,
Mr. Mansox You have many cases closed():enetor, m’volv;ng
those same ﬂsues, where the r(i fund has not n made. .
They would be.puid out of tlna fund; is not that sof
nsoN.. To wluch we have not called the attentmn of the
cOﬁrmlttee It ible. LT PR T
HarTson, Tt is posen emtor L
Mr, Nasa. It is pogsible. tl?ere may be. csses somewhere myolvmg
questions that the eommlttee has criticised. -
The CEAIRMAN, Is gsany actxon that oould he'taken to stop
these payments pending t
_ Senator King.. You could do %lmt by pot a,ppropnat t.lm money.

. Hartsow. I think that would be.q, ve 7 great \ I
think the committes can rely on the bu m&ood m
its understanding with the commxttee, st as 101!8 ege ¢ases ane

der mvesn txon-» ot only particular. but cases involvi
;m pr;nc;g e a%?l we eguld evgnpextend :ame chairman has :mg
letl ofrmc nd le cases maIulvmg an )ustmeqt grow,mg ;out of
epletion from
. MANSON Or de lP,tnon based upon the analytwal method
Thqse ane ab;equ under mqugry‘ e
thmk;th committee can rely u ntheb
aot to 1;: . ny rl:funds out of this anp%nmqr whwglo mvolve ques-
ons we
Mratox? Oﬁo}ﬂl\!ew Mex;co. ?thmk ao,M,‘r thrg:;ﬁ i
Nasn, Clisirman, every case invol are of over
$50,000 is routed through Mr, Hartson ’s offich. ?ore final approval,
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%hd'ééfﬁmﬁ‘mup rovhl #hhis'office. We 'ean #top every cave'in: -
volving ‘that ambunt in Mr. Hartson's offfes:’ If?vmi Want'to stop
the: "involvihg less' than $50,000; of" dourse, it' would de'more
difficitlt;'as they are's read'outfthmugmwmenﬁw bureguit "
The Cratrad, T do ot think it 1'feir'to penalize taxpiyets in
cases involving over 323,000 and let those go where less than $50,000
is involved. ' T'do not want to penalize the taxpuf r in'such’ ¢asés.
Mr. Harrsox.. Of course, the great majority of these casés have no
relation'to anything thdt had been criticised here by thd committee.
For ifistance, in connéction with'this qu jdn‘ofcomx’xiumty‘pfdperti
in California, it is pussible that/the department will have to oga y back
$65,000,000, 'and that would have to come out of this $100,000,000
appropriation. ' That js the purpose'in askiiig for the a ‘prhpriaﬁon,
and ‘there hra'-manm‘tyther-qaées,",vihi‘ch, have ‘no ‘relation'tp’ these
things. ' So I do believe ‘that, in"order not to work an'injnsfice oh
the taxpayers generslly, ths committes would be safe’and fully ‘jusgs
tifled in telying on'the represextations of the bureau that we will hiot
pay any cash tefund; and it is only vdsh refunds that will bé involved
in this $100,000,000 app:p%natnon,, in cases which are specifically
undet inivestigation, or which involve principles which are specifically
" nnder criticism here.: " v o ¢ o e
Senator Kina. I ‘sgf" it, Mr.'Hastson, that you have somebody
make'a Tathér larried, but'4s accuraté examination as you .can of
claims whéré refunds have been ordered, and let us know at the
next meetiii%’ T am’'siive that Wwe can dévise some eans that will
protect the Govertiménit and, at: the $ame tinte, do no injustice to
th%f taxﬁayer who reslly ought to have a refund. . =~
A r’ LI

o

ArTSON, Very well, Setdtor,” @ ©'- v 00 0
There is'just one thing I want to say'in connection ‘with the
Unitéd ‘States Steel Co. and the 'agphca(t)ign‘ of this formulk in, de-
termi'nin"% its amortization allowance. cotirse, that case is hot
closed. It is still the subject of proper adjustment, based an' lines
which are satisfactory and which mret with the a'gre"émem of those

who are in administrativé‘control of the'birean,. '~ -~ -
This formula which hag been’ criticized, as“[l')oi'iited@qut‘ by’ Mvr.
Manson, was the subjedt of criticism by the legal department of the
bureau a .year and a half ago. ‘Some of ‘the' technical criticisins,
if not all, that Mr. Mangon ihade were made by the solicitor, at that
time:. I 'am not in a comfortgble posivion here m deferiding this
situation, but:my reniatks'riow aré'not diie to any feeling of'émbar-
rassment &t all, - I 40 want, though, to point out tothe m-mbers of
the committee that the matter becarhe one of policy a year and a half
ago, when this issue was'raised. - There was advice on the dné hand
from the legal' départment ‘thiat a technical considération of these
claims, detailed in.nature, should be made, and the reply of .the
administrative braneh of thé bitrean was that!practically that could
not b» done. Mr. Manson lids sdid' that, of course, it could be done
and the expense would be well warranted, becausé ‘some millions’ of
dollars might have been saved'ini‘this particular casd,” " '~ " '

“The 'burear: had'a’little bigder problém, though, than the settle-

ment of this case. befare it when' ‘ig‘.qxgstiqp‘,of‘gohcsi"h’ad' to. be
determined, nahiely, the' reopening and" disturbance of 4. l.iﬂhé"(');;?er
casés that may have bepn ‘closéd undet tHis su-called’ formula; ‘How,
many ‘there were 1 do not know 'ahd-am unable to say. The expeiise

X R
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that was no"doubt referidd’ts in the statement I 'mude here sl day or’
so ago was 1ot ‘the expense ‘alohe’ ih ' this case,” buit' the ekpense
generally thit 'woitld' be ifivolviid and’ the tinté' that -would ‘be’ takeli
and the disturbhfice' that would result from -tpsdtting ‘a" practics
which had Beén ineffect for somis time, < -+ 7/ oo
Senator Joxes of New Mexico. When was that formula ’?‘dop}bd

aé @ rulé by the'buréaut ' ’ ._ AN
- Mi, Haitsox."F cin’not’ say) ‘Senatot, exactly, but it was'in"the
early stages, I believe,of thé's ttlement of these amortization cases,
wkich would start it some. time in 1920, and coming '6h ‘dowy to-the -
present time. T do'nbt kriow thé-exact; time!'"The formula isiin-
cluded in the cnginders’ maniual which was prepared: By 'tl;e ‘ehief
of the ‘amortization Eection some timeé ago. ‘It was put 'in final
form a couple of years ago, I think, and was used as a guide by the
engineers ‘s theéy went into the field. It was the result of ‘the ex-
perience that they had had there, and thdse considering' it thought
that the principles announced in'these rules, which were for the
guidance of the éngine ‘s, were proper ones, and the engineets went
out, as Mr. Whitney did in this case, to settle these ¢ases along'the
lines laid down in the manual, which was inhis hands at the time.
Now, the point I am making is this—and I'would like to impress
it on ‘the committee—that the question was a big one. - It had not
this case alone in mind at all. "It was a big policy question and'i¢
was determined, when that matter came up, to follow the prac-
tical method, believing as they did that the average method; which
is a rough way to describe the use of the formula, as a genepal
proposition gave the taxpayer & reasonable allowance; and that any
more detailed examination than was contemplatéd by-the tise of the
formula would not result in that quicker collection of the tax
which would be warranted in the light of the additional effort -that
would havé to be expended. S T
* Senator Jones of New Mexico. Who assumed the responsibility
of announcing that formula?¢ -~ o C
Mr. ‘HaArrson. I do” not  know, Senator.” A$ a matter of fact,
personally, I have made no effort to find out who actually assumed
that responsibility. Major De La Mater communicated with his
chief, I think’it is'entirely safe to say that thé deputy comnmis-
sioner in charge of the Income Tax Unit was consulted about it
and was cognizant of it.”:""- - - C
" Thé Crdtusan. Legilly; however, the commissioner is responsible
forit,ishenot? -~ -~ .o R L
Mr. Haftrson, Oh, absdlutely. -~~~ =~ = - o0
. The CrarmaN. Before we pass from thé Steel Corporation case,
1 see that Judge Gary has stated that the case was closed; the
statement was made in the press that'it ‘was closed, and I would
like to'ask if it is practicable for the bureau to consider the dis-
cussion that we have had in this case and to have the case revived
or reviewed again® - -0 0 o0 oo Tl T Y
Mr. HarrsoN. Senator, you gsked that ?estw'n some sessions ago,
whether I agreed with the statement of Judge Gary that the case
was closed, dnd I told youI didmnot: '~~~ ¢ - - ~f 0"
. The: CAmman. Yes, ¢ - - o' e
- Mr. HarrsoN, I think Judge Gary was acting

* )

absolutely 'in 'good

faith when' he made the statement that it is closed.. The aniortiza- .
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uon Report was, mprqvnd I?Itlne amomzmon iaecupn, and I think
mpreaqntqhves of lne orpora 'on nug ht
we}l have sssumed: that, so, ,fan:,ap any furt or dgscuqsxqp an is-
pute over amqrt;zntion as eonoern it was, eliminated.
93 CuAmMAN. It was ¢ osed 80, far A% thqt. element 'was con-
Corn T AW
Mr. ;-L\m-sm\ Yes, it was closed so far as the amortlzatnon was
oonicerned, The, amortization : section. had, beep.. abohshed, .gnd- the
casa. wgnt,p?;thmtp the engnqeex;,sactnon. 'l‘he);e Was & dlspute and
ment.there;, .. : .
hmmnde t.he suggmmn t}mt, t.hose dnsputes dnd not
mvplv the dun%s are here r discussion.
4 3& ANgoN. M, reamdge has admxtted on the stand that they
i mt ,i'*t b
M H«n’mo\z. Thmq was tlne djsa,g,reement wlu,ch arose in’the
engweermg divisiou,, which. would heve b; ught the case, in_due
course,; to.. the ;solicitor’s office. ,for mp d of opinion, . This
world i\ave delayed, the settlement- Qf the amortxza ion. que,stno and
it might, of cqurae,(ilavq resulted in a reo gn of the;w tﬁl mg,
if it came oxer, there, on[grqtmds cher jgg:rounqlsz at pre-
-sented. & question, for, opinion.
. .Senator . JoNgs. of . e«w,Mexmo, I takq gt» that the buréau cam 0 sen
up any .of thoge quost;ons until the; whole caqe xs ﬁna Iy, dnspose of
J men ma' €. , REN A ety IR 1, .
N L. thmk that is true. - :
1&0{ King, ‘Ixm; nd 2mo;hzatnol;]d
fr. HarysoN, that is trye in this, case,,
erww ;Mhll they‘ do soin t lh

: M Hm W:eu, Sgnatm, in tlxe case o£ tlxo Steel Corporauon
we have alread ‘announced that there is one question which no advice
WaS, ever. sougizt} .on .and which; we think is a very doubtful. one.
namely, the allowance of amortization to transportation | fa\,muo 3

of common, carriers for the Umtod States Steel Corporatxon. as com -
mented .on. by, Mr, . That. is gomg to be gone, into in the
sohcntors 0

The. other iomt namely,.the uss of this. formula. and T take 1t
L} %t. 8w

Senptor is after——-

JHAIRMAN, I am m part consn&ermg the 4 use of .the formula,
bnt I .am particularl dy interegted . in. the use of the estimate of pr
duction for 1922 and 1923, as compared with the actual productnon
during those years, which, I think, is;s s ific, plain, oytstandin
|saue which can he. concluded without much discussion, and T woul
) &to Kknow 1 that can be reconsidered

I think that_can be reconmdered Senator "I can
nat. speak for. the bureau, to. say that it will be but personally I
think it should be. .I am v glad to tell you that
e Caarman, You might mdncate in the record Mr. Reporter,
that Mr N, ashrnoddedm,hag head in reply to that
+.1 agree ta it; yes, sir,,
e Angmu AN, If it is agreea};»le to the members pf the com-
mnttee, we will adjourn now until 10.30 o’clock to-morrow, ,morning.
.«(Wheraupon, at 12.30 o’clock p. m., the committee ad]ourned untll
. tmmorrow, nesday, Janugry 6, 1925, at 10.30 o’clock a. m.) .

3 case. of the Steel Corpona-
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. The committee met at 10.30 o*¢lock &. m:; pursadnt to’ adiourn-
ment of yesterday. .

- Present :' Sénators Couzens (presiding), Ernst, ‘and King.:

- iPresent also? L. C:.Manson, Esq.. of counsel- for’ the :coinmittee;
Mr. L. H. Parker, chief engineer for the committée?’and Mr. H, M:
Parker, investigatiny engineey for the comurittee: ,

- 'Presént ‘on behalf of the Bureau of Internal Revenue: Mr.'C. R:
Nash, assistant to the Comimissioner of Internal Revenue; Mr.:Nelson
T. Hartson,. Solicitor,- Bureau of Interrial Revenue':: Mr.' James M.
Williamson, office of Solicitor, Buréau of Intérnal Revenue; and Mr.
IS&’ M. Greenidge, head engineering divisioh, Buresn of TIntérndl

venue.

The Cuatrman. Mr. Hartson has been called away to attend & :con-
ference to-day, and- I understand that Mr. Williamson is going to
represent the buréau in' a legal capacity at’ this hearing. I will 'ask
you, Mr. Williamson, if you want to raise any issues ‘at this time; or
to inake dny statenient in connection with the case? . ,
 Mr.. WirriamsoN. Mr. Chairman, inasmucli as Mr. Hartson has
been called away suddenly after he had come down here, and as there
are certain matters in connection, not only with this case but the

receding case that he wanted to present. I would like to request

hat the comnmittee give him an opportunity, at some later date, to

make such statement as he may deem to be advisable. o
- The Cramuman. That is entirely proper.” I want to ask at this
tinie-if you desire to put these engineers on to make a statement con-
cerning the Steel Corporation case, to. which Mr. Hartson refeired
vefore the meeting convened to-day. ,

Mr. Wirraamson. T think it is his plan to put on some of the
amortization engineers. \

" The Crameman. Is that your understanding, My. Nash ?

'Mi. Nasa. Mr. Chairman, we have Mr: Tandrow:here this mom-
ing, and Mr. Hartson and I discussed with Mr. Tandrow yesterday
afternoon the analytic a})praisal method that was used by engineers
in determining values for amortization purposes:and the formula
that was used in the United States Steel Corporation case. : I do not

1119
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know of any reason why Mr. Tandrow should not take the stand and
give us his views on the use of that formula.
The Cuamman. If agreeable to Senator King, we will do that.
Senator King. Yes.

Mr, Nasu, With reference to this Sand & Gravel Co.. case, it is
all noQN m&% iﬂiam‘g;l 1(31 ‘yself aﬂd"- we: would' lﬁcé. td present
the bureau’s side of that case at;thé/next meeting of the committee.

The CrammaN. That will be satisfactory. _

I might say, Senator King, that Mr. Tandrow has already been
before the committee, and has been sworn. .

el R I P e
TESTIMONY OF MR, W. 8, TANDROW, APPRAISAL ENGINEER,
BUREAU OF INTERNAL REVENUE—Resumed

Mr. Taxorow. I have gone over the testimony, but I have not
prepared m&:tlemdi'andum and do not know in just what manner
it wounld be: Ao.present my idess. - - . .- e T

I would like to say this, however: Of course, I am connected with
the bureau, but I have no personal interest in the bureau as an
erganization. My statements are made without any. control from
m{aourcewbatevor. R Pt v

have read over counsel’s contentions in connection with this
Steel: Co. case, and. outside of one single point there is not an argu-
ment or an objection which he has stated with which I agree. Uni-
versally, ‘throughout the entire testimony, there is only one point
where I could say:that his, position is correct, in the light of our
experience with the bureaun. - . . . .. . . :

have listed the exceptions that came to my mind as I read the "
testimony over lest night. There really are so many that it would
be necoassary to take the testimony; the etatements, and develop the
points that have been stated to the committee, and then explain my
position in regard to those points, . - | e S

The principal objection, however, which came to my mind, is the

repeated inference that in the administration of the affairs of ‘the
bureau there is some great veil of secrecy by which certain taxpayers
are privileged, those that are initiated, to get certain concessions,
and that those that are on the outside de not have access to those
concessions. - In my experience with the bureaun, I have never found
that to be the case. - . A o « .
-: In handling amortization, I have frequently been called upon to
advise taxpayers before their claims are submitted, as to the manner
in which they should be prepared, the facts to be presented to.the
bureau, and what their rights are under the law and under the
regulations. I have gone to those taxpayers with absolutely .an
open mind, and I think every other engineer has done the same thing
that has been placed in that same. position, without any restriction
whatever. . We have advised those taxpayers as to how their claims
should be presented. ‘They come in, and probably. those cluims are
submitted to other engineers for. consideration, They are handled
in- the regular way... A recommendation is made, which results in
an allowance, and the. taxpayer receives a copy of the report, the
basis upon which the conclusion was reached, the amount of cost
congidered, the amount disallowed, the amount of ameortization
claimed, and the amount disallowed. ’
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‘The Cuamaan. I want to"object at. this point to. this statement
being. made in the hearings herev X think, Mr. Tandrow, you have
a wrong conception as to.what: counsel referred .to as: secrecy. in
dealing with these claims. . As I understand counsel, from talking
to him, not only in these meetings, but outside, the:secracy. refers
particularly to the fact that the rulings of the bureau, when once
arrived at, are secret in that they are not published, There is. no
published ruling in each case, so- that other taxpayers may, have
access to the reasons for these conclusions, In.other words, connsel
does not_complain about the secrecy. so much as to your meeting in
rooms, although I contend that that is objectionable, in settling these
cases; but after you have reached your conclusion through a certain
method of reasoning, that conclusion is not published, and there-
fore it is secret, and other taxpayers who do not come to you. for
advice as to how to make out their claims do not. get the benefit of
those rulings, Therefore, so far as the public is concerned, they
amwmta LT s S ‘. . N . ooeo L

. Have I stated that correctly, Mr. Manson? - .

- Mr. Manson. Yes; that was my, position. . Ce

Senator Kine. That is my understanding of Mr, Manson’s posi-
tion. He was not complaining of your administrative methods, but
that when a decision was rendered in A's case, B, C, and D would
not know anything about it . - PR o

Mr. Manson. My real complaint was that the only published
ruling on the subject of amortization appears to condemn the geners)
practice in the case of amortization. . . . . .. .

. The CrairMaN. 1 want to say this, in all consideration for the
bureau, that, as I told Mr. Hartson before the meeting convened
to-day, we had no objection.to hearing his engineers, but.a mere

neral denial, without any evidence to substantiate those denials,
15 not of any interest to the committee. : What is of interest to, the
committee is something that you can produce to :substantiate ydur
contention that Mr. Manson is all wrong, -~ . o

Mr. Tanprow. Of course, I did not hear the statements as they
were made by Mr. Manson, S T T S

Mr. Ma~soN. They are all in the record. S :

Mr. Tanprow. Yes; but in reading the record, it occurred to -me
that there was an inference in those. statements which would lead a
person to believe, one who was not familiar with the operation of
the unit, that there was some very great secrecy in the method of
handling these amortization claims. -~ . - .. .. . ..

The Cuarman. I explained that, and there is no denial; in fact,
Mr. Hartson agreed, and his request to me before the meeting con-
vened. to-day was to permit the bureau to explain why the law was
not carried out in accordance with his ruling; I mean the rulin
which came from the solicitor’s office. He :gmits now, and.at a
times has admitted, that the opinion that he gave a year and a half
ago as to amortization was not followed by the bureau; that the
Iaw was not followed; but he contends it is impractical to follow
the opinion ag he laid it dowp a year and a half ago, Therefore,
he has asked permission to put on some engineers to prove why the
garrivmtﬁ, out of that opinipn of his wag impracticable. I think that
is gll the committee 1s integested in hearing to-day.. We do not

o

| ~‘.'2~



' . n )
£100  1NVESTIHATION. 6F BUREAU SPUINTEENAL NEVENOR

want to'have a ‘denial of Mr;-Maneon’s statements just because you
have a conviction, and'we do not want you to deal with innuendos.
We want you to carry out Mr. Hartson’s request-to be permitted
to tell us' why you 'could not carry out the opinion as he laid it
down a yearand a halfago,. - -~ . i
©-Mr. Fannitow. I ﬁé‘x*sonally believe that the law has been followed.
. The CeamrMAN: He admits that it'has not. We do not want to go
into any controversy with different members of the burean. =
My, Manson. I want to ‘call attention to this; that after I made
my ‘opening statement in this case, the bureau was allowed about ten
ds(\,ys' to consider and prepare an'answer, and that answer was con-
sidered and prepared in writing and  was read into the record, * My
last statement was 1 vesponse to that carefully considered and pre-
pared statemie™t, and ‘it, does not'stand as Mr. Hartson’s admission
alone ! it-is'th ..nswey of the bureau here. - A S
The' CttatiMAN. S0 'we do not care what the bureau may argue
between themselves, but we are complying, so far as we can, with the
request that Mr. Hartson made, to permit you to tell us why it ‘was
impracticable to carry ot 'Mr. Hartson’s m: ingla year and- a half

a " - PR ! . N
*ggfr. Tanprow. ' Taking the general principle, I believe that ruling
has been' followed ds carefully as it 'was possible to follow it, - = °
If gou will recall, it states in the ruling that the éngihieers are to
find value in'tise of intdividnal facilities, When we detéermine value
in'use, thdt contemplates a standard by which the value must be
measured. Therefore, we must first determine the standard. How
aré we to'apply that standard? In the case of the average taxpayer,
wé will have as many as twenty thousand or thirty thousand items of
machinety. If  we would follow literally the prescription in the
opinion, 1t would be necessary to analyze in detail the function of
each individual machine. - I believe that is what is intended by that
mentorandum, as I read it. : S o
In many cases it is impossible to even get an accurate measure of
the operation in one‘department, to say nothing about theé individual
machines; so that to apply in detail the theory of that opinion would
be practically impossible. -~ - o :
e do take depattments, which is the formula that has been used
and is riow in use. We take the average of our 1921, 1922, and 1923
production by departments, and analyze that in the case of a given
industry down to as fine a point as possible, and determine our value
in use factors which will indicate the general function in one depart-
ment ; but to take and work otit the claims on the basis of the recom-
mendations in that opinion would require at least ten times as much
tinie #s is now required to handle a claim, and it would involve tert
times as'much expense. .. - o R
- Senator King. I do not see—and I am, perhaps, expressing my
iignorance, for I am ignorant 'on this matter-~where there is'a great
6a] 4t difficulty in going into a steel plant or a blast furnace and
etting this information. ‘I revisited one recently.’ I have visited &
great many blast furnades merely for the purpose of looking, not as
an operator, and it would seem to me that any person familiar with
blast tiirnaces and smelters-~I have been into scores of smelters, and
whild ¥ am not an' oxpert on them, I can go into a siiélter and T can
tell, and I think anybody could tell who is at all familiar with blast
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furnaces its utility and its value in use, by a particular cbservation
extending over one or two or three days, thrqu?h the operation of
the furnace, the operation of the cranes, and all of the mechanical
appliances, without inventorying every wheelbarrow and every spike
and every piece of steel and every billet and everythi&'ih'g elge that is
in and about the premises. I can not conceive of the difficulties béing
so insuperable as your refly 'would seem to indicate,

Mr. Taxprow. Well, I would s‘aly, Senator, if you interpret the
solicitor’s opinion literally, it would be necessary to make a study
olf the operation of éach particular item‘ which: is eoVered in the
claim, ' R
So far as your statement is concerned, we follow the very prac-
tice that you have suggested. R o SRR

In the case of blast furnaces, we do not take the operation of
that furnace as it appears to wark on a particalar day when we
make an examination of the plant, but we take an average coudi-
tion, and we are advised as to the capacity; we know defiriitely what
the capacity is, and we compare that with prodyction;* @ " - !

The Cramrymax, The point Mr. Manson ' is contending ‘for all
along, is that it must be an average. 'He' does not even suggest
that you analyze each of twenty or thirty’ thousand machines. I
have personally attended all of these sessions of the committee, and
Mr. Manson does not suggest or even. intimate. that you should
examine the operation of twenty or thirty thousand individual ma-
chines in a plant. o b

- Mr. Taxprow. Well, Senator. in Mr. Manson’s statements made
to the committee, it is rather difficult to follow just his exact reason.
ing. On the one hand, he will refér, for example, to the Ford plant,
and say that the ultimate ‘Jrodu‘ction of Ford cars will feirly repre-
sent the physical use 'of all the elements of which the plant is com-
posed. Now, that is the system that we follow. C

On the other hand, he will say in this testimony that that methdid
is entirely incorrect, and that we should follow the prescription
of the solicitor’s recommenddtion, which would mean that it would
. be necessary for us to analyze in coniplete detail the operation of
every unit in the Ford plant. = S

_There is one point there that comes to my mind'that I think is
very important, . A S

In his comparisons he is comparing postwar production with
i)ostw'ar production. In the case of the Ford plant, he is comparing
ford cars with Ford cars in determining value in use. - This is not
our problem. R ST R
. In the first place, we have been dealing with war conditions, In
the Ford plant, as is probably known by the Senator, a great many
Liberty motors were produced during the war, - Those ' Liberty
motors cost about $10'& pound, as against a cost of probably 50 cents
for the Ford caz. It standsto reason that the value of a- machine
that is finishing, grinding, and so forth, on a Liberty motor, is much
greater than on a Ford automobile. ‘So we are confronted: with the
problem of comparing used' machines in producing Liberty motors
- with the used machines in producing Ford automobiles, So his cotn-
parison recognizes only the conditions thdt have vbtained during the
postwar period, when-like conditions' are being compared. -and that
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doeg not. give us what we are.seeking for in deciding amortization

We are always confronted, fn oéohsidelting;pi)stwar conditions and
comparing those conditions during the war with conditions which
were ‘in_practically every case materially different than the condi-
tions we find in, the postwar period., . C e

You can not lay, down a generzl rule and hope to hold aun engineer
to the absolute definite following of a formula that does not take into
account these details that an Aengmee_r must recognize and deal with
every day from a practical working standpoint. o ‘

The CHAIRMAN. As a matter of fact, these engineers in the first
report reported that these facilities were 100 per cent in use. If
engineers are to have free latitude in arriving at these conclusions
as each chooses, and which you intimate is the case, which engineers’
reports are we going io take or are you going to take as final
. Mr. Tanorow. I would say this, Senator, that the first reports
were prepared.in 1920. Now, up to 1920, a normal postwar period
had not yet become apparent. S

_The.CaHarMAN. That is very interesting, because it appears that
conditions had become normal in 1920, but they were not normal in
1921, In spite of the fact that 1921 was the most abnormal year
the country ever had, by 1920 conditions had become normal, in your

opinion. L . .
Mr. Tanorow. You say that in 1920, in my opinion, was a normal

ear?
Y The Cramman. You say the country had not gotten normal in
1920, so you did not use 1920. -

Mr, Tanorow. No. That is correct. , _

The CaamyMayn. But in 1920 it had become normal, although it is
genenilall admitted that 1921 was the most abnormal year that we
ever had. e 4
- Mr. Tanprow. Senator, I do not believe that in this particular
case 1921 was recognized as a normal year, for the reason that the
actual production in 1921, 1922, and 1923 was compared with the
1921 capacity. To my mind there is a very good reason for taking

the capacity in 1921 as the basis of comparison, and that is that

during the war— . . - : . . .

The Cuamrmax. We have no objection to four taking the 1921
capacity, but we are objecting—and when I say “We” I mean
counsel for the committge—to your taking the production for 1921
and not the capac

1923. . o o , ) B
The CHAIRMAN. Yes; but you estimated production for 1922 and
1923 to be below the actual ;l)lxl':yduction and then you arrive at a
conclusion that is away out of line with the actual facts. C

~ .Mr. Tanorow. That is simply because at the time these investi-
gations were made the actual facts wers not available.

The CuairmaN. But when your conclusions were reached in 1924,
ag%ual information as to the production of 1922 and 1923 was avail-
able. . . ‘ . o

Mr. Tanporow. To answer that, if I had been the engineer in the
United States Steel Co. case and had been handling {hat case pro-

ity. - _ Lo
Mr. Tanprow. Vge have also taken the production for 1922 and

[
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gressively over. probably 18 months, and if it. were put up to me
as-to whether or not in that particular case I could actually. recom-
mend that the actual production for 1922 and 1023 be substituted
for the estimated, I would say mo, for this very reason, that the
United States Steel Corporation is merely a ta:sayer. Although it
has ianlvedma great smg 9f'monley,.in the mi oftathe engir;)eex;hit
is merely & taxpayer, and it is only recognized as a taxpayer by the
law. We have handled,.inf.additgm to the Steel.case, 4000 cases.
In many of thbse cases in the early yeers, in 1920 and 1021, we were
confronted with.this samé problem: as the engineer was confronted
with in handling the Steel pany case; so that I would say that
in:80 per cent of the'cases that have been closed, we have had to rely
upon estimates, for the reason .that. facts: were not available. The
Steel Company case was no.different from the rest of them. - -

To my mind it would not be honest, and it would not be. ethical
.practioe to ask an engineer-to violate what I wonld cali a consistent
and uniform practice in a class of cases because he wonld be depart-
ing from a practice that had.been applied in many other cases where
the same estimates, the same: facts, :hs did become- apparent, were
taken into consideration. T

Senator Kine. Your pesition is, then, assuming that. this Steel
Company case has been settled upon a.wrong basis and closed, and
that when it was so closed it was known it was wrong, you would
still adhere to that wrong because it had been sanctified through
the passage of time, and because you had closed thousands of others
on that wrong basis? S :

Mr. Tanorow. Senator, I do/not believe there is. a line of demarca-
tion that you can draw. If you are going to open the Steel Com-
gany case, in the interest of fairness to every taxpayer that is af-

ected by the amortization section of the law, I would say you would
have to open every other case. e

The CHAirMAN. You.do not say anything about fairness to: the
Government. You seem only to speak about fairness to the taxpayer.
That seems to be running through your mind all the time, and I
would like to ask you. in this connection, whether, if you had over-
estimated the production of 1922 and /1923, would not the taxpayer
‘have taken care of himself. In all of these cases they have protested

and been taken care of, but when you have greatly underestimated
* it, to the detriment of the Government, the Government has no pro-
tection at all. No one represents the Government. Only the tax-
payer is considered, because you must not affect him. Yet, as I have
pointed out, if you had overestimated production, the taxpayer
would have taken care of himself, but when you underestimate the
production, there is nobody to take care of the (Fovernment.

Mr, MansoN. At this point, I wish to make a aug%estion. and that
is that I have long anticipated that the time would come when I
would be required to suggest to this committee that it is necessary,
in the interest of the Government, to review every amortization al-
lowance which has been mede. - - - - . . - - :

Senator Kixg. I think it is necessary that we review every type of

92019—25—p1 T—8
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- My, ‘Mangon:' But'the record; wp'to ‘the present: txme,' hw not
*wammtéd' ‘'me’ rli'making - that stmmnt. sam- glad' that: Mr,
Tandrow agrees ‘With: me; ' becuaisei hé ‘is»m*thmbureuu and: knows
:‘hé condxtions All T kno?v' about that:is: whatcwe ‘hawe- demelope:l

ere. - A TRAR U R TS I F R RV RIE AN L NIt AN N !

- Mr, Tmonow Senator, ‘your/remark that the bureau’ -was -nob
‘represented in the consideration vf all of ‘these clai: :a,lch t.hat

%ht be the inference from my ‘statement,’ because

ealing with a-particular cese where the facts s]mw thst. the
nxpayer would not be'entitled to-ss much: amortization ds has been
granted, if actuel production was taken--now, that condition does
not obtain in wll casés. It works both -ways: it works for the tax-
payer, and it works against him. ' I:am sassuming; just as 8 matter
of prmcxple, it wnll work probably agamst one . taxpayer for an-
other taxpayer. - - '

- The CnAm:uAN Do you conten’d that that ns the way the apphca-
twn of a-rile should work$

- Mr. Tanorow. I do not oonumd that é rule should work that sway

The CrairmaN. But you admit that it does, and yet you approve
of the rule.

.+ Mr, Tanorow. I do approve of the rule. = -
. The Cramrman. Yet you admit: it works & hardshxp on one tax-
g:r and favors another taxpayer. '
nator Kine. Is that the way it has been mterpreted in t.he past?

- “Mr. Tanprow. Yes, - ‘

The CHAxMAN, Yes.

Mr. Tasorow. For the reason that we had- lzo handle these cases
wlthout having all of the facts-available) . -

- The Cramyan. But you do not justify gettm “all of the facts,lbm
cause l?t is too cumbérsome and too.har andle.  Is that the
reason

-Mr. Tanorow. No; I would not say that My posltxon WOuld be
definitely this, that if it is decided to open ang particular.case: for
the purpose of: makmg s _correction to comprehend the aetusl facts
or actual production'during 1921, 1922, and 1923, every other: case
should be opened and handled on the same basis. . -

The Cramman. Do you recall any case whore you ovemstunated
production g :

‘Mr. Taxprow. Senator, we do not follow up our cases. :

- ‘The Cramman. I-am just asking you if you recall any case?

Mr. Tanorow. I have in my mind one case. - X

The Cramryan. Did the taxpayer protest in that case?

. Mr. Tanprow. No. I believe that is a closed case. That is the
case of the Colorado Fuel & Iron Company.

- The CHamrMAN, In that case you overestimated productnon?

Mr. Tanorow. I am quite sure that I overestimated productmn

The CramrmaN. And the taxpayer did not protest? .

Mr. Tanprow. Not to my knowledge. ' T am quite oonﬁdent—-——-f

The CHARMAN. The taxpayer took your estimated product:onﬂ

- Mr. Tanorow. They aceepted my estimate of production, ' -.

The CramrMan, I will ask counsel for the committee to please look
into that case and see what the circumstances are,

Senator King. I do not want to interrupt you, Mr Tandrow.
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'terrupted.ﬂ* A an-wolis ORI PRE TR Sait I'«
- Senator Kina: But T-want to-give you an-opportinity to e.x%la.m
any point’that you desirgfton?hin; < We want..information here.
I can not quite understand the difficulties that,: I think, you ssem to
exnigeratp',' in getting the facts.. Take:the Cootado Fuel & ¥ron:Co.
or the Ford Motor Co. or any other big compaha}y swhegi-svwx go: to
them for the purpose of determining the tax w cfh should ‘be pai
say, for 1922 or 1923, what facts are there that you :can not ges, i
you have the proper investigating and the proper technical spirit®
" Mr. Tanorow. I will just say this, Senater, that we have had this
work in progress gince 1920. . Now, :a . formula, or what' is refarred
to as a formula, has been adopted as the.basis for detemunmf value
in use. : That formula-takes inte account piroduction for 1921, 1922,
and 1923, and it is compared with capacity to determine this value
in use factor. ' As I ssy, we have:been engaged: onthis. case. since
1920. In the Colorado Fuel & Iron Company:case, for example, X
made a field examination in Decembeér. of 1922. I .was worki
- ageinst that formula; which said that I must take into account esti-
mated 9groduction-for- 1923." I took the actual production for 1921
and 1922, and I estimated the production for 1928. The absent
factor was the production:for 1923, because I was making my exam-
inatlin?)l(ll in December of 1922. That is the only deficiency in the
method. - :
The CuarMan. Can you tell me the factors you: used. in arriv-
ing at the production of 1923¢7 - N
r. Tanprow. The factors I used? - . - :
- The CHATRMAN, Yes. . . . . o
Mr. Tanorow. Well, 1921 was a rather low. year. ' In 1922, theie
- 'was & very substantial increase in business, so that I broke that in-
dustry into as many parts as I possibly could, where the taxpayer
had records of his operations. I believe I had ten different factord.
I projected my produetion from 1921 and 1922 into 1923, recogniz-
ing the tendency to increase between 1921 and 1922. 'In other words,
11923 was slightly higher than 1922, because the curve has had an up-
ward tendency. i o ' o o
- I tried to com(i)rehend a possible increase in 1923, on the basis of
that npward tendency in 1921 and 1922, . .~ -~ - :
The CaAIRMAN. Did you average the three when you got your esti-
mate for 19237 SR S . o
" ‘Mr. Tanprow. Yes, sir; I averaged the three. ‘ ' .
The CramrMaN. Have you found out since whether ; i sstimate
for 1923 was below or above the actual? - - ~ S
- Mr. Tanprow. As I say, I have not followed that case, but just
through reading of it from daily papers and from the reports as they
have come in to me, I believe their business in 1923 was very low,
and I think it was very low in" 1924, - Co N
Now, there is another point that has been brought up, which: coun-
sel has su%gested, in the consideration of this case, which takes in
account salvage value. - S A LY
" My position is that salvage value is not material to an ‘amortiza-
tion examination. The question of salvage doe¢s not enter into-it,
for ‘the reason that your amortization is carried back to the end
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gty life of the faci ity has expired
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of your war work. ‘ Your investment cost is reduced by the amount
of the amortization allowed. That becomes reduced value on the
mayer’s “books' during the postwar period,, and .depreciation is
tuken off at:the: lFuleu- rates from that reduced value until the util-
~ The CHAIRMAN, you remémber reading Mr. Manson's example
writh reference to the 100-cavs? . . - ... o :
- M. Tidomow. Yes, gir. - . - . o o -
Do you not think salvage value applies in cases

b

* “The CRATRMAN.
Yike that®ioy - .. o i enae o 0 T
' M, Tanorow. No, I do not, Senator.: I ¢an-not agree with that
in 'mhrespoot,'-fon the reason that those: cars have been retained in
‘use.’ The purpose in the-taxpayer’s mind is not:to hold those: cars.for

-sale. . He is not.contemhplating the sale:of those.cars, but he has excess

fupu;i:{ there. From a practical standpoint, a taxpayer, rather than
-pot aside teni or: fifteen .of his-only remaining capacity, will use the
‘whole thirty-cars to a lower:capacity. “On his accounts, after amorti-
sation: has ‘be¢n allowed, those cars are.carried at a reduced or
amortized value. : Dopreciation.is charged: out. through subsequent
iyears of use at the regular rate, until the. cars reach a physical con-
dition where they are no:longer usefull in the. taxpayer's business.
If:they have a:sale or 'salvage. value, whatever. is realized from the
sale of that: property is credited bidck to his investment account, and
in that way, and in that way only. arve there any provisions for giv-
ing effective salvage value, .. .+ = ., . . . .

ﬁ‘he CuairmaN. Let us take this car example that Mr. Manson has
used. The government actually pays for,the cars that are in excess
of the requirements. The government pays by allowing a credit on
the tax which the taxpayer is paying. Therefore, the. money of the

vernment is used to-make up the amortization which is allowed
m this particular case; so. in. effect, the government really has its
money invested in the cars that have been -amortized. In view .of
that fact, they could take those cars .awag', and X think the govern-
ment is entitled to take those cars away from the taxpayer, hecause
the taxpayer says “I want you to pay for those cars. We bought
them to aid you in the prosecution of the war; we bought them, in
oxcess of our needs, and I want :you to pay for them.” That, in
effect, is what amortization means. So the government pays for
them by a credit on.the taxpayer's tax. In that event the govern-
ment is justified, in my opinion, in taking those cars away and sell-
ing them. If they do that, then we get some salvage value, do we
not? I think we sre perfectly justified in doing it. :

Mr. Tanorow. But, Senator, that is on the presumption that the
amortization allowance would pay for the investment in those cars.

- The CrairMan, It does, because it was perfectly. plain that in the

amortization of those cars, the example.that ‘Mr. Manson used, the
entire amount on a certain number of cars was allowed. All that
was nat being used was allowed. C :
.« Mr, Tanorow. That might be very true, but from an ultimate tax
standpoint, the statement that so much amortization was allowed
means absolutely nothing. for the reason that amortization is only
& deduction from gross income in order to arrive at net income.
.. -Just-as an example, assume that s taxpayer was allowed amorti-
zation of $100. That $100 is treated os a deduction from gross in-

i
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~ come on his tax return. We will say that he is in a 10 per cent

bracket or 12 per cent bracket— L
Mr. MansoN. This happened to be an 80 per cent bracket. . -
Mr. Tanprow. Yes. . o T
The CuamrmaN. Well, use your .illustration to see how it works.
Mr. Taxprow. I can cite an example with reference to the use of

80 per cent. The investment is $100, or, we will say the investment.
is $200. Amortization has been allowed in the amount of $100.
That is treated as a deduction against gross income. Carrying that:
down into the net income, you have 10 per ¢ent for your net income:
to be paid in taxes, so we will assume; so that the amortization al--
lowance of $100, in effect, only means that the taxpayer is granted.
cash release in the amount of $10... - . .

The CuamMayN. Then, the Government has a ten dollar invest-

ment in that event? ° : S ' o ,

.~ Mr. Tanorow. It has a ten dollar equity. .

- The Cuammay, Then, it is entitled to take that $10 away. It
has paid it. and it is entitled to do that, is it not. and salvage it,
and get the salvage and put it back into the Treasury? I do not con-
tend that the entire allowance that you deduct from gross income is
salvage, and neither do counsel. They do: contend, however, that
there is a salvage value, and the Government has not received credit.
for that salvage value, ‘ '

Mr. Tanorow. Well, you might have an. element or factor of

salvage value. - : o o
The Cuamyax., That is all we are contending for. o
Mr. Taxorow. But to apply such a method to the computation of

amortization would be almost impossible, from an accounting stand-

point. You would have a system of accounts that would be so in-
volved that the application and consideration of this salvage factor

would cest more than the recovery. A
- ‘The CuairmaNn. I think, in view of the fact that the Government
has allowed $600,000,000 or more in amortization, there must be
some salvage somewhere in that $600,000,000 that belongs to the
Government, and which the Government could take and put back
into the Treasury, o ‘ :

Senator Kive. It is more than $600,000,000, covering those years.

The Cuamrman. Well, I am taking the figures presented by counsel..

Mr. Manson. Up to date it is $562,000,000, but it will probably run
something over $700,000,000. :

Senator Kine, I think it will be more than that.

The CHairmaN. The actual figures are in. the record.

hSenator Kine. I have some figures showing that it is in excess of
that, : Co C
- Mr. MancoN. My point is that it is a very simple matter to deter~
mine the salvage value to deduct the salvage value from the amount.
to which you apply the amortization percentage. g
: The CHAIRMAN. Yes. ‘ S SR . .

- Mr. Tanprow. There are no .provisions in the regulations for-
procedure of that kind.” .. .- . . .

- Mr. MansgoN, That is where the ations are defective.

The Caamman, We do not admit that the regulations are correct.

g
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" Mr. Tanorow. Then the determinatiori’of salvage value would be:
another very uncertain factor. - .. .. ... ...
.. The Caamman. ‘I appreciate that, but when you have specified the
items, as in the car example presented by Mr. Manson, I think that
is theé proper way to arrive at:it. It may be difficult where a tool or
plant‘is only in part use. There would be some: difficulty then to
segregate the salvage value, but certainly, in the car example, you
would have no difficulty in fixing the salvage value. . You might even
take it away and sellit. - - - . . . SR .
Mr, MansoN. Even. if you reduced it to scrap value, the scrap
value of this $562,000,000 worth of material would be a very con-
giderable item. : . .. - .. o .

The. Cramman. Of course, some of it you can not scrap because
you are using it probably one-tenth of the time; - B

Mr. MansoN. Yes; but.what I mean is that there is scrap value
that can be realized. @ - .. e ;

i {The CuamyaN. Was not the scrap value considered in the case of
the amortization of the gun plant of the Steel Corporation? &

- :Mry Maxsow. Gh, where you discard the whole business,

- 'The Cmamman. Yes, . - = .. ... .
t-Mr. Mansox. . .Thgvpomt I am making is this— .
ii'The CairMaN. Wonld you not credit: it when the entire plant is
dismantled? R
! Mr. MaNsoN, Surely. ...

The CrHAIRMAN, You get salvage value? . .

Mr. MansoN. Yes; where the taxpayer, disoarded the whole thing,
the .amount of amortization that he 1s.allowed is always less than
the amount that he is allowed if he keeps it, and the difference is
the salyage Value. :Take the case of those cars; if he would sell those:
clsl,m,a »l}e'would receive less: amortization by the amount that he sold
them for. L P

:.'The CHARMAN. As a matter of fact, he¢ keeps them to keep up
his equipment or favilities? . . - .. - .. - . . .

«Senator Kine.: Mr. Witness, for my own information, have you
not, in making your investigations for the purpose of levying taxes,
allowed the taxpayer too much, upon the theory that he had greater
capacity - than ‘production, ignoring the plan that every prudent
business man and manufacturer follows, namely, in having excess
capacit'y?over production, as & margin, all the way from 10 to 25

r cent ' : - .
p'BMr. Tanprow. In the handling of this Steel Corporation case,
that has been rec«})fnizad.,: T T A

'+ Senator Kine. Have you not ignored it in most of your cases? I
have been told that in a number of cases the Department and the
bureau have given the taxpayer too much ¢redit, growing out of that
gituation. . .. - . oo oo T T

Mr. Tanprow. As aigeneral proposition, Senator, I would say
that that is not a correct statement of the facts, for the reason that
in'a majority oficases our capacity is taken from a theoretical
estimated capacity, but the maximum production accomplished in
any one.year. ‘In the steél case, that was true. - The allowance, I
believe, of 20 per cent, was made to cover the excess capacity,
measured upon the relation of an average production during the pre-
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yeors. ; That was reflected. over inta thejyear. 1921, . ... ...
‘The CuamrmaN. That has:been made very plain in the recopd by

counsel, Senator, in the Steel: Corporation;case. . . .
:Senator, KinNe. Yes; but I am spepking generally. . o
Mr. Manson. I would call attention to the fact.that it was made-

war . years: as ‘compared .with, the capecity. during the . prewar,

plain that when that margin was allowed, it was not a8 margin. to take
care of the peak years, but it was.a margin that, was necessary to take
care of fluctuation from month to month, and that the very proc-
ess .of averaging the.years 1921; 1922, and: 1923 necessarily elimi-
nates capacity sufficient to take care. of the peak year. . , - .
The CuairMan. Mr. Nash, have you any other engineer that you
want. toput onmowd . . . - a0
Senator Kinc. Mr. Manson, have you any question that you would
like to ask the witness? - ... ..~ ... ... .. .
Mr. MansoN. No; I do not care to ask him anything. L
Mr. Nasu. If Mr. Tandrow has finished, I.wanld like to say that
Mr.. Manson asked yesterday. as. to.the. prcgent condition in. the
Bureau of the'metal,casea,uprmoxnaui.oopper, I believe, ... - ..
- Mr./MansoN. I wanted to know. what .disposition is to: be made,
of copper and, silver, for the reaspn that we have made en investi-
gation, taking all of the time of ope. man for.two months, and we.
are ready to make a report to'the committee; but we learned orally
that the commissioner contemplated assessing the tax upon the basis
of .a reassessment. That was made in the.copper——— . ;- -
. The CramrMaN. You mean a-revaluationf ... ... . ...,
Mr.-MangoN, A revaluation. of ¢opper, and. that he contamplated
ordering a revaluation of silver, . Of course, we do not want to. try.
out a moot question here, and. if the. revaluation . of copper mines.
is to be put into effect in the shape of an additional assessment, we
would like to know it, and. if he intends to order s revaluation :of
the silver mines, we do:not want. to bring a lot of data. before.the
committee for the purpose of showing that he should:.do.it..- That
is the thing I wanted. gt gty i
- Mr. Nasa. I would:like to have Mr. Greenidge take the stand .and
tell the committee just what the position of.the:copper cases is. .

ey, RN R T T T R L L L
 TESTIMONY OF ‘MR. 8. M. GREENTDGE—Resumed

: Mr, Greenmge. The- present condition .of the copper revaluation
is thist Over 90 per cent of the work has been done in conformity
with the secretary’s; order of December 11,,1922, . The chief of the
nonmetals section informed me this morning that there ‘were only
two cases among the, lnrfey.ones which. 'were not. yet completed, but
which are nearing completion. - ... . i o oL

Senator Kine. Pardon me. You would not call copper “non-
metal,” would you? ) Co ;
Mr. Greenmee. Oh, no; I am telking about copper. ... ...
Senator Kine. You smd the chief of the nonmetals section, = - -
Mr. GreeNepE. I was in error then. -1 meant the metals. - . . .
Senator King. Yes. T T L N

-« Mu;: GreeN1peE. The chief of ithe consolidated audit section. told
me that, sgeaking in an offhand way, he. would say that about 50
per cent of the companies affected by this revaluation had already

.
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been notified of the proposed changes in tax liability because of
this revaluation order; and the head of the corporation audit divi-
sion informed me that no stop in the procedure of notifying tax-
payers of the proposed additional tax had been made in his division,
so that he was sure that norimal progress was being made on such
cases as had ‘been revalued. : :

Is that a sufficient answer to your question?

The CrAIRMAN. Does that answer it?

Mr. MansoN., As to copper; yes. K

Mr. Nasn. Mr. Greenidge, for what period have these assessment
letters been going out, do you know? : ' :

Mr. Greenmee. I could not answer that offhand, but it has been
months, because the first grotest that I have knowledge of was in
the spring of last year, I think.

Mr. Nasn. The revaluations, then, are being protested by the
taxpayers? : T ‘

r. GREENIDGE. Oh, yes. -~ . '

Mr. NasH. I just want to bring out the point to the committee
that I believe these letters ave going throuigh the usual procedure, as
prescribed inthe 1924 act, and that each of these taxpayers will have

-the right of appeal to the Board of Tax Appeals, before the Com-
missioner can make the assessment. - '

The CramrMaN. Then, this answer, Mr. Manson, satisfies your in-
quiry with regard to the copper situation? _ ‘ ‘

Mr. MaxsoN. Just a minute. Do I understand that that is just
a notice of what the reassessment is, or is it an assessment of the tax?

-~ Mr. GrReENIDGE. A revaluation has been made and a proposed as-
sessment has been figured on that revaluation, and the taxpayer has
received the customary notice from the auditing division of the pro-
posed additional tax liability, =

The CHaIRMAN. At our next hearing, could you bring us down a
copy of one of those letters that you are sending out, so that we can
get alineonit? - ' S

Mr. Greenmge. Certainly, sir, ~

Mr. Nasu. Mr. Chairman, there is a considerable difference be-
tween this letter and the actual assessment. ' ‘

The Cuamrman. I understand, but I wanted to see what you are
sending out. B

Mr. Nasu. The letter is just a formal notification of change in
tax liability, and is a copy of the computetion, showing how we
arrived at a certain figure. ' It also notifies the taxpayer that he has
a right to %rotest and appeal in case he does not agree with it.

Senator King. It shows the increase in tax? - :

Mr. Nasn. Yes; it shows the exact result in figures. '

The Caamman. Will you bring us down a copy in one of these
large cases? = - A N

Mr. Nas=, Yes, sir.

The CrarirmMaN; How about silver? ‘

Mr. GreeNmee. Now, the situation asto silver——

Senator Kine. Does that includeé lead and zinc¢? -

. Mr. GrerNmee. No, sir; it does net. ST
The CrairMaN, Will you jqust tell us what the bureau is doing in
connection with silver mines? -«
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Mr. Greenmor. The bureau is now considering the extent to which
the order for revaluation of the silver mines must be decided upon.

The CrairMaN. Has the order been issued for the revaluing of
silver mines? o o

Mr. Greenice. It was ordered contemporaneously with the cop-
per order, sir. o ' ' "

The CuairmMaN. In December, 1922¢

Mr. GreeNinoe. In December, 1922, and it was withdrawn at a
later date, because of the stupendous task that was present. The
silver producers have not been invited to Washington for confer-
ence as to a proposed action which would so vitally affect the
industry and the allied industries, with the view to, at some later
date, reopening the mattér, when the copper situation was fully gone
into and decided uﬁon. That has never been done, the legality of
the Secretary’s right to issue this order having now been entirely
established. : :

The CuairmaN. Have you any other question, Mr. Manson?

~Mr, MansoN. No. : o ~

Senator Kinc. What are you doing about zinc mines?

Mr. GreeNioge. They are not to be revalued.

Senator King. And lead mines?

er. GreenNinee, They are not to be revalued; their prices are so
close. '

Senator Kine. When you say silver mines, do you mean silver
mines where there is nothing but silver produced? Are those the
only ones? ‘ :

Mr. Greenmee, No; it would mean all mines in which silver is
produced. .

Senator Kine. Including copper? . .

Mr. GRreeNIDGE. Yes; just as the col‘:fexf revaluation order will in-
clude all mines in which copper is produced. ' o

Senator Kine. It would not include zinc mines in Missouri? -

Mr. Greenipee. Very little silver, I think—insignificant, if any,
ia{nd the same is true of the Tri-State District of Oklahoma and

ansas. L

Senator Kine. Have you finished, Mr. Nash?

Mr. Nasu. I just want to ask Mr, Greenidie one more question.

The CuairMan. Do you know, or do you have the information
whether or not cases involving prior years are under waiver, so
that the interests of the Government are protected ?

Mr. Greenipge. Oh, yes; that has all been taken care of.

The CuairyaN. The Government is entirely protected !

Mr. GREENIDGE. Yes. :

Mr. NasH. Yes. ‘ ‘ .

The CualrMAN. Before adjourning, I wish to announce that Mr.
Manson desires some time in which to prepare some further cases
applying to the income tax unit. We have some things ready per-
taining to the prohibition unit. Those matters have been prepared,
and they will be presented to the committee to-morrow morning at
10.30. You may notify your representatives interested in that to
come down here at that time, Mr. Nash. - o

Mr. NasH. Yes, sir. Mr. Chairman, before we clore, Senator King
asked me yesterday what was the amount of the refund in the Cli-
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&nam Fire:Brick Company case, which was under discussion yester-
! i-"f!": R . Loy e g .,,‘ v P ' , .o . ‘.
'genatoero.-Yes. TS S e
- Mr. Nasu, For 1917, $1,610.56 was refunded; for 1918, $18,416.47.
- Senator Kine. That has actually been paid back? - . . .
Mr. Nasn, That was paid back, and for 1919, an aggregate of
$390.82 was apElied against the 1923 tax so that there was actually
paid back to them. about $20,000. .. .. L
.The Caamman. And: there is still some pending, is there? .
-Mr. Nasu. No, sir; the cpse is closed. - = = .
.Senator Kine. So that if you decide that you have made an error,
we are out? K L o
- Mr. NasH. The statute has not closed on the year 1919. There
may be waivers on 1917 and 1018. = . . .
The Caamman. The committee will adjourn until to-morrow
niorning at 10.30 o'clock, at which time we will take up. matters
affecting the prohibition unit. .= . . T T S
(Exhtbits eresented by Mr. Manson and Mr. Hartson are here
printed in full, as follows:) - . . = . . .

" Fxmipir A-1

ENGINNERS’ SUMMARY REPORT (WHOLE CLAIM)~—UNITED STATES STEEL.CORPORATION
. AND .SU,BS'IDI‘QRFES COMPANIES., '

* According to statemiént appearing in Schedule A-19 as filed with
the 1918 return of the above taxpayer, the total aggregate amount
which the United States Steel Corporation and its subsidiary com-
panies calculate they will be enti_tle(i) to deduct as amortization under
the provisions of the revenue act of 1918, is $75,628,027.11. -

The total expendituies madé from April 6, 1917, to' December 31,
1918, on which cost amortization is clqimed, amount to $183,548,-
399.52. ' The 'estimated postwar value to the corporation of these
additions and facilities 1s indicated as $106,335,260.82. The differ-
ence between these sums, or $77,213,138.70, is therefore the amount
to be written off. This amount has been reduced by two items: °

(1) One of $178,379.57, being in the words of the taxpayer “ pro-
portion of ‘'same to reflect allowance for Froup one, or transportation
grolilert‘ies, "’?Vhl(}h may possibly not be for account purposes defined

y the law.” =~ I R ’

(2) By $1,406,732,02, being the amount already written off on the
books of this corporation through their depreciation account. -

The only explanation of the method of arriving at the amount, to
be amortized on the special war facilities is given on the first page
of Schedule A-19 under the head of “ Postwar investment value.”

Tt is said: “ The' amount shown in the foreégoing summary for the
postwar invéstment value to the corporation and its subsidiaries,
represents the estimates bgr‘ its officers in various positions qualified
to express opinions and facilities' of the respective companies. It
represents their judgment and opinion of the value of the improve-
ments for investment purposes under what they anticipate and be-
lieve postwar conditions will normaliy be, and tﬂe amount of invest-
ment value upon which the property can reasonably be expected to

’
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earn the average rate of return obtained from the busmess of the
character to which it is devoted. - : :

“The amortization schedules submitted herewith were prepared in accord-
ance with the provisions of the original Regulations 45, especially - Article
182 thereof, i, e., the total amount of amortization was estimated on the basis
of the difference between the original cost of the additions, etc., made on and
after April 6, 1917, for buildings, machinery and other facilities constructed,
erected, installed or. acquired for or in conuectiont with the production of
articles contributing to the prosecution of the prese ;. war, and their value.at
the close of the amortization period (a) for sale, or (b) for use, immediate or
prospective, as part of the plant or equipment of the going business, which.
ever, value was larger, less any amounts deducted or deductible for wear,
tear, obsolescence and loss. The corporation respectfully submits this is the
coyrect. basis upon which ‘the reasonable (amount of) deduction for the
amortization, ete.’ as specified in the law should be arrlved at.”. ‘l'hls state-
ment i3 the basis for computing awmoxtization.

On April 22, 1920, Mr, De La Mater, then chief of the englueering sub-
section, called upon Mr. W, J. Ullbert, comptroller of this corporation, for
the purpose of discussing with him various features of .their amortization
claim, with special reference to the basts upon which they established the
“value in use” of the property on which amortization is claimed, 7The fol-
lowing is gquoted from Mr. De La Mater's report under date of April 24:  He,
Mr. Filbert, said that during the emergency every one, as well as the Govern-
ment, thought of values in comparison with pre-war values and that the only
basis during that time for a consideration of value was by such a comparison
with values as they existed previous to the war. Upon the ending of the
emergency and entering upon peace-time pursuity, it has been thought that
there would be immediate readjustment of values approaching somewhat to
those exjsting previous to the emergency. Values did not recede from those
prevailing during the emergency as expecied, nd have not as yet given any
indication of so doing. Instead, the. values of most commodities have advanced
beyond the prevailing figure during the emergency. As the result, therefore,
Mr. Filbert explained it had been necessary for the officials of the corpora-
tion to estimate what they believed to be a fair value at some time ahead
when values will assume a normal plane. He explained tha% he did not believe
prices would ever reach the plane which existed previous to the ‘war, but
that he did believe that they would assume at some future time a figure con-
siderably below the present.scale. He stated that in estt.natiug the probable
future value they had taken the pre-war values as a basls.

“The facts as developed by the englneers ' investigation do not bear out the
statement tbat the amortization in each ilnstance “ represents the estimsdtes
of the officers in various positions gualified to express opinfons in this respect,
as tlo tlxe individual items of additions and facilities of the respective com-
panies.’

The judgment and opinion of the officers of this corporation may have been
the factors or basis for the amount of amortization taken in a very few in-
stances, but this can not be said@ of the many thousands of items comprising
this claim, as is shown by the fact. devewped Guring the engineers' investiga-
tion, that the preparation of this claim, after certain policies had been estab-
lished by the officers of this corporation, was purely a mechanical process.

Whatever name might be given to the values at which this corporation
wishes to carry these facilities, the fact remains that they have reduced these
facllities' to an estimated pre-war cost.

_The method of computing the amortization to be written off is a8 follows:.

There were prepared by the respective companies, tables of relatlve labor
costs, as named in some instances, or “ Tables compiled for calculating * usable
value -of construction work, through a calculution of cust above pre-war period
conditions, based on lncrease in labor rates,” as named in other instances. In
general these tables are made up by showing the various labor costs from time
to time during the peried from 1914 to the end of 1918, as a percentage of the
average labor costs for the three-year period, 1911, 1912, and 1913, which latter
average cost is used as a base, or 100 per cent. These tables differed somewhat
for the different companies.

With the above table as a gnlde. the auditors or clerks who were directly
responsible for the amortization computation took the actual cost of a tacmty
under consideration, noted the date of purchase. then saw what percentage
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Increase in labor had taken place to that date (uas compared with the buse)-
and applied this percentage as a factor to the actual coxt of the facility. with
which they were working.

To illustrate further, we will take the tuble of relative Juhor costs as used
by the American Steel & Wire (o, of New Jersey.' The average cost of labor
during the * pre-war perfod ” (meaning 1911, 1912, and 1913), was constdered
as 100 per cent. From May 1, 1916, to January 1, 1917, the average labor
wage showed a 30 per cent increase, ' The factor for this period as ap-
pearing on the table is 130 per cent. From October 1, 1917, to May 1, 1918, the
average labor wage wus 173 per cent of the base. We will take us an illus.
tration an installation which occurred, say any time from October 1, 1917, to
May 1, 1918, which cost. let us assame, $173,000. Then to get the estimated
pre-war cost this $178,000 was divided by the factor 173 per cent (taken from
the table), which gives a pre-war cost of $1380.000. The difference then bhe-
tween the actual cost of this facility ($173,000) and the calculated pre-war
cost ($100,000) was the amount which was claimed as amortization. In
general, the cost of a facility in any particular period was divided by the
relative labor cost of that period in order to artive at a pre-war cost, and
amortization was set up as a Qifference between the uctual cost and the pre-
war cost so obtained.

There has been no evidence submitted to prove that ilie coxt of construc-
tion of a facility or commodity of any kind is proportional teo the cost of
the labor component, much less to show that the cost is proportiohal te the wage
scale fn vogue with the United States Steel Corporation. If it had been proved
that there was a fixed relation, at this time, between the selling price of
an article nnd the wage rate of the labor entering into its fabrication, we
might safely assume that thix relationship held in the pre-war period. This
can even be admitted ‘In mo far as it affects the merits of thip case.

We may assume that the United States Steel Corporation have firmly estab-
lished pre-war values for all the facilities or expenditures on Schedule A-10,
To use these values as a base for claiming amortization is contrary to the pro-
vislons of the Articlex of Regulations 45 which are pertinent tliereto, and their
claim for amortization can be immediately disallowed for that reaxon.

Physical inspections of the properties of this corporation which are fncluded
in this claim were made by Mr. J. J, W. Van Schaick and Mr, F, Fischer, engi-
neers from thiy section. The findings of these engineers are contained in
separate reports on file with the papers in this case. There i« attached hereto
summary sheets showing all of the subsidiary companies of this corporation
which have claimed amortization, the amount claimed in each case, the amount
allowed, and the engineer who is charged with the recommendation.

It may be stated here, in general, the principal factor considered by-the en-
gineers of this section in a development of * the estimated value of the prop-
erty to the taxpayer in terms of its actual use or employment in his going
business,” as provided by article 184 (amended) Regulations 45 (revised), is a
determination of the actual physical usage of the facllities in the taxpayer's
going business, The percentage thus found is applied against the original cost.
The difference then between the utility value found in this way and the original
ciost is the amount which is usually recommended to be allowed as amortiza-
tion.

The engineer’s investigation disclosed that, for all practical purposes, all of
the United %tates Steel Corporation acquirements subsequent to April 6, 1917,
were 100 rer cent in use.

It is recognized by the writer that certain special factilities, acquired by
some of the properties of the United States Steel Corporation subsidiary com-
panies are as a matter of fact not in full use and amortization on these faclii-
ties should, in equity, be allowed. The taxpayer, however, has not attempted
to set up “ A value in use” for these facjlities, such 4s can he recognized by
this department. The write> can see no acceptable relation between the * post-
war investment value,” arrived at by reducing the properties to a pre-war cost.
and an “ estimated value of the property to the taxpayer in terms of its actual
use or employment in his going business.” Until such time as ‘he taxpayer
establishes a value in use for these special facilities as provided by the Regu-
lations, 1t 1s recomménded that total amortization be disallowed.

On Schedule A-19 there have been found five items which have heen marked
as having only salvage value. .

The plants wherein these ftems are found are as follows:

- oy
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The American Steel and Wire Company (North Works), “ Equipment afr-
plane wires,” cost $11,120.63; salvage, $350; amortization claimed, $10, 770.53
“ Stranding equipment telephone wires,” cost, $51.06088 salvage, $7,4
amortization claimed, $43,640.86

Donora Zince Co., * Niter tanks for muriatic acid,” cost. §6568.70; salvage.
$150; depreciation, $26.35; amortization, $482.44. % Lead refining furnace,”
$762.28 ; salvage, $100; amortlzatlon, $662.28.

The next item is found under the Fairfield Steel Co. schedule. * For manu-
facturing of concentrated ammeonical Hquor,” cost, $4,71020 depreelation.
$188 41 (no salvage) ; amortization, $4,521.79.

_ Total cost of the facilitles enumerated above is $68,312.68, on whlch anor-
tization is claimed in the amount of $€0,077.90, the dlﬂerence belng either sal-
vage or amount written off previously as depreciation. -

These items have not been checked by the englneorﬁ It is not known
whether the salvage values noted are estiinated ¢r have been determined by
actual sale. If they have been sold the amortization will be the Qifference
between the cost depreciated to December 31, 1917, and the amount regeived in
salvage ; same to be determined by the auditor. (] they have not been sold. it
is remmmended that amortization be disallowed for the purpose of this report.

Depreciation rhould be allowed by the auditor on all ltems on. whieh amor-
tization has been disallowed. )

.S’ummm‘y/ of amortimtion claim of the United Stntes Steel (:'m'poratton and
subsidiary companies .

Company Claim | Engineer

Ma'nufacturln% companies:

American Bridge Co Fischer.

Qary gun~forging plant .. Flscher. V.8,
American Sheet & Tin Plate Co. ---| 2,144,673.91 | Fischer
American Steel & Wire Co., Alabama......... ... ... .. ... 32,076.38 | Van Schaick
American Steel & Wire Co., New Jersey: .
- Cleveland QIStrict-. . ooee. oo iiicieicaicentanea 2,876, 277.08 | Fischer.
Tlinols distriet. ..o oco e ieicieieiaiaiaaeeanas PO, 31?, 877.62 | Vaa Schaick.
Other disteiets.. ... ......... 2, 525, 994. 26 | Offi

ce.
Carnegie Steel Co., New Jersey. . 4,772,153, 53 | Fischer.

Carnegle Steel Co., Penns(glvanla 5,850, 777.91 Do.
(‘hiclmsaw Shlphu(ld ng Co..... 4,746,175,41 | Van Schaick.
Clairton By-Product Coke Co..... ceeaenn ... 6,048,737,68 | Fischer.
LCIRIrton 8teel Co. oo e i cieraacaraacaean 135, 489. 03 Do. »
DONOTB ZINC C0unereveceee e iraeieeiaacaeeesenneaneaenaeanannan 108, 006, 32 | Office.
Falrflold 8teel Cn. ... .uneriri e iicaceeennans .| 7,360,774.04 | Van Schaick.
INinois 8teel Co.... 3,008, 344, 35 Do,
Indiana 8teel Co..... 3,647, 805, 40 Do.
The Lorain Steel Co. 38, 230, Office.
Minnesota Steel Co. ... o i ...| 524,922.42 | Van Schalck.
Natlonal Tube (0. . it iciiiieareaaaca, 1,297,667. 10 | Fischer.
The National 'I‘uho (‘o ................................................ 2,771, 880. 90 Do,
SharonTin Plate Co. ... cooemoim i iiaaaaaa, .-y 065,762, 48 Do.
Tennessee (‘oal Imn & Railroad Co 2,489,031.39 | Van Schaick.
Union 8te0) Co. . ooe et accinaa i e 012, 507. 8 | Fischer.
Conl, coke, and natural gns companies .
Carnegio Natural Gas Co. ..o .o oo iiiiiiiaiaciranienens 882, 005. 48 Do.
H,C.Frick Coke CO. . _ oo aiaiiiinieianaaaiaaann eeiecccaa 3,332,881.65 Do.
Hosmter Connellsville Coke CO. ... i iiiiiianiiiiaanes 22,511, 41 Do.
Nationsl Mining Co. ... ... oo il . 32,112, 47 Do.

Republlc Connellsville Coke Co. 71,200, 31 Do.

Sharor Conl & Iimestone Co. 20, 890, 08 Do.
Sharon Coke Co. .. _.......... 125, 462. 62 Do.
U.8. Coal & Coke Co.. 208, 264. 77 Do.
LV 37T o O PPN 745,437, 21 | Van Bchaick.
Iron ore companies
Chapin Mining €0.....cooeerieiiaiaiiaiainaciaccrncnncccannne 1,368.16 | Office.

Lake Superivi onmlldated Iron Mines. . 122,373, 2t Do.

Minnesota Irou Co....cooeevennnanennn... .| 104,172, 22 Do.
Oliver Iron Mining Co_:....o.o.o...... 1,077, 144, 50 | Van Schalck.
Limestone compantes;
Kaystone 5£imestone €o......o..ceeenenmeemaceeeccercncccecsacnsacana 13,039, 96 [ Fischer.
Pittsburgh Limestone Co......ceceeereaacmeacaracceanvencasoncecana 8, 746, 36 | Office,
Tml(l;porta}ion companies:
roup
Bessomer & Lake Erie R. R Co .| 380082211 Do
Duluth & Iron Rmui\I R.Co...... . 324,050.22 | Van Schalck.
Duluth, Missabo & Northern RY. Co._.. o lolllll0000iin 1,528,742 14 Do.
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Pittsburgh Steamship Co......... wemee .161.4;&,96 Vanschapo' k
QGroup 8- ' : .
e SR e
Donora Southern RY. CO.............. = 1 e "531 v
: 7,420.79 | Van Schalek.
30, 792 47 | Plscher.: -
22,650, 94 Do.
934, 63 Do.
11,700, 720. 32 Do. -
148,804.80 |- Do,
83,917, 12 | Van Schaick.
500,963 98 | Fischer,
86,692, 58 Do,
2%5,004.30 | Fischer.
1,418, 419. 70 | Van Schaick,
223,612, 12 Do..
814, 588. 75 | Flscher.
834, 645, 78 Do.
uenessing Br dge Co. 12,633, 72 Do,
Faitﬂold Utlities Co....... .20,573.03 | Van Schaick,
Mo l‘I::Irlxc ..................................... &&.gg Fmg;.
b undCo.'ZZ'.'.'.'Z.'.'iIZZ.'I.'S.'fII.'IIZIZZ.'.'IIZ.'IZIIZIIZIZZZIZIZ}IZ 194, 588, 80 Do.
et Ao PR OO L AT Van Schaick,
4 EXTRACT FROM REPORT
Property cost on which amortization is claimedo e ceo_. --- $188, 548, 399, 52
Property cost on which depreciation is allowed oo 183, 548, 309. 52
Amortization clalmedo oo eeoo ——— - " 75, 628,027. 11
Amortization disallowed. oo o 75, 628, 027. 11

It is recommended that amortization be totally disallowed the United States
Steel Corporation and subsidiary companies and that the chief of the coasoli-
dated return subdivision be so advised.

Submitted December 6, 1920.

Approved,

F. FiscHER, Engineer.

S. T. DE LAMATESR,
Chief of Section,
. F. FISCHER,
Acting Chief of Engineers.

Physical inspeotions of the properties of this corporation which are fncluded
in this clain: were made by Mr, J, J. W, Van Schaick and Mr. F. Fischer,
engineers from this section. The findings of these engineers are contained in
separate reports on file with the papers in thix case. There i3 anttached hereto
summary sheets showing nll of the subsidiary compunies of this corporation
which lmw clalmed amortization, the nmount claimed in ench case, the amount
allowed, and the engineer who ix charged with the recommendutlon.

It may be stuted here, in gereral. the prineipal factor considered by the
engineers of this section in a development of * the estimated value of the prop-
erty to the taxpayer In terms of its actunl use or employment in hix gotng busi-
ness,” as provided by article 184 (amended) regulations 45 (revised), is a
determinntion of the actugl physical nsage of the facilities In the taxpayer’s
going business. The percentage thus found s appted agaiuvt the orlgingl cost.
The difference then, between the utility value found in this way and the origl-
nal cost, 1s the amount which is usu.z!l\ recommendwl to he allowed as amor-
tization.

The englneers’ fnvestigation disclosed that, for all practical purposes, all of
the United States Steel Corporation acquirements subsequent to April 6, 1917,
were 100 per cent in use. .

PR
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FIBST ENGINEEBB ‘BEPOI!T CHICAGO AND DULUTH D!BTBICT—U‘VITEI) ETATE& ‘STEEL

com-onrmn’—suunnr P
» ' e ) R

All the figures composing the cost of the varlous propertlee of the subdidiary
companies of the United States Steel’ Corporation embodied in this' report
depend upon verification by the consolidated section' auditers who ;..o novw at
}vo;'k on t:’h@: various claims making an audlt unaer the d!recﬂon ot lﬁlc ‘Wmtam

'orester.

The following subgidiary companies of the United States Steel corporatlon
were examined by me between May 3, 1920, and Juhe: 19, 1820, at which last
date 1 called on the revenue agent, Mr. Ghapln of’ Ohlcngn, telling Mm ot Yy
leaving his division. -

]

L - Subaldlam companies

Amortization
Cost 3! i )
property e
Claimed - | Allowed

1. Tlinois Steel Co., Milwaukee works, Milwaukee, Wls ...... $380, 600, 00 18,0492 . 0
Exal mination Ma: 5, 1920. ik .

2. Minols 8teel Co., Jollo worn Jolet, 1ll..... crevanomnennen . 684,034, 56 203, 528. 05 0
Examination May 6-7, 1920. .

3 American Steel & Wire Co s Waukogan works, Waukegon. : ‘
...................................................... :m.m.oa 145, 485,32 0
*Examipation May 19-11, 1

4. Amerlcan Steel & Wire Co, ook date works, Joliet, Til.... 63,714.86 3,380 o
Examination May 13, .

5. American Steel & Wire Co., Smt.t Street works, Joliet, Il.. 145, 447. 51 60, 557. 00 0
Examlnatlon Msy 13, 1920. ) . :

6. American Steel & Wire Co. " DeKalb works, DeKalb, 1ll...| ~ | 105,870.45 86, 838, 66 0
Examination May 12, 1920. ' -

7. United States Fuel Co., MidJleforks mine, Bm:lole, ms .

.. Busseyville mine, Westville, ID...... . ... .cccooeeae.en 1,859, 107,74 742, 404,87 0
Examination May 15-16, 1920. A .

8. E. J & E Ry. Co.,inand about Kirk yord and Qary plant, N :

arlg ............................................. 742,211, 43 38),768.24
xamination May 18, 19, 20, 21, 1920, . -

9. ‘{ndlsﬂu Swle! (t?t%ﬁ%aar; works. QGary, Ind............. eeeee| 14,002,307.00 | 3,647,804 40 0

aming 8 : : ‘

10. llllnoEis Steel C‘ﬁ South works. Gary,Ind._....c.ceo..... 8,852,074.89 | .- 2,063,101.99 .70

xamined Ma; .

11. American Brldae & Gary ‘works, Gary, Ind............ 5,705,053,13 | 1, 505, 090.46 0
Esamination June ¢ to 12, 1920. )

12, Oliver Iron Mining Co., Duluth, Minn..c.coeeeneennne... 2,723,800.62 | 1,078,144, 50 0
Esamination June ¢ to 12, 1620,

13, Duluth & Iron Range R. R., Duluth. Minn., Tv;o Har-

Ty 4 T T 771,996, 04 324, 050, 22 (|
Emmlnatlon June 4 to 12and 15.

14. Inter State Transfer Ry., Duluth, Minn....oecveveeeeae.. 22,035, 52 7, 420,79 0
Exsmination June 4 to 12.

15. Pittsburgh Steamship Co., steamers Williams and Par-

: E ................................... eecocarmantannnns 632,828, 49 44,407.23 0

mination June 16, 1020,

16. Duluth. Misaba & Northern Ry. Co., Duluth, Mlnn ..... 4,205,600,17 | 1,528,742 14 0
Examination June 6 to 18, .

17. 8pirit Lake Transfer Lo.. Duluth, Mlnn .................. - 2%,022,20 ' 88,9017,12 [
Examinution June 6-15.

18. Minnesota Steel Co., Duluth, Minn «..ocoooeenonennnennes 1,669, 041. 95 524,922, 42 0
Examhmlon June 16-17. : : ‘ .

19. M Co., uth, eemreducanmncea meemeamenn 629, 327.01 160, 801, 39 0
.xnminatlon June 18, "1620.

B 0131 48,030, 5673.04 | 18,472, 262.91 0

SUBMMED NOVEMBEB 23, 1920

SUMMABY REPORT ON AMORTIZATION CLAIM OF UNITED S8TATES STEEL CORPORATION

All the properties investigated by me in the Chicago and Duluth disiriets
under authority of my assignment of April 20, 1920 were working to full
capacity at the time of my visits to the various plants

The steel and wire mills were taking on all the help they could get.

-~
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The No. 8 dock at Duluth and the No. 2 dock, at Two Harbors, were rushed

:g“ gt;t ore to lake steamers to be taken to the lower lake ports before winter
n

The ateamers all were carrylns as much ore on each trlp as the depth of
water in the Sault Ste. Marle would permit them to.

The wire plants were putting forth. every effort to produce: all the cutput
ﬂmy could, as they were sadly behind with orders, and were taking on men
wheunever. they could get them. .. .

The:bridge company was WAy behlnd with their orders and the same con-
dition prevailed as at other plants.

The Gary plants were all working at top speed, with much new buildlng
xolng on .to add -to its already enormous plants.

. The Minnesota Steel Plant was working to capacity.

" The housing proposition at Morgan Purk was very active, buildins new houses
of the finer class as a factor in inducing the best class of laborers and tech-
nical men to work for them. Al these activities in these various directions
are indicative of the policy of the taxpayer to expand and extend his property
in every branch.

All the extensions, additions and betterments of the varlous companies be-
tween the dates of April ¢, 1917, and December 31, 1918, were made along the
general lines of expansion of the company to take care of its ever increasing
volume of business. When the law under which we are collecting taxes be-
came effective and the above dates set, the various companies went back over
thelr books picking out the various items of construction and betterments and
set those amounts up for amortization in the claim presented.

- - The same general plan of percentages are taken by all companies to deter-
mine the amount of this amortization,

(1) The cost of property on which amortization is claimed is $48,630,573.04.

(2) The cost of property on which amortization is allowed Is:zero.
684;3)78“]6 cost of property on which depreciution slmum be allowed is $43.-

0

Amortization claimed, $18 472, 282.91.

Amortization allowed, none.

Amortization disallowed, $18,472,262.91.

. It is my recommendatlon that the claim of thie taxpayer for amortization
amounting to $13,472,262.91 be disallowed.
Assigned to this lnvestlgatlon. April 20, 1920.
Date of departure, May 2, 1920.
Date of investigation, May 8, 1920, to June 19, 1920,
Date of return. to other duties. June 20. 1920, .
Submitted October 11, 1920. , .
I. J. W. VAN SCHAICK,
Valuation Engineer.

ExHIBIT A-3
FIRST ENGINEER'S REPORT, BIRMINGHAM DISTRICT

All the properties investigated by me in the Birmingham district under
authority of assignment of March 30, 1920, were working to full capacity at
the time of my visit to the various plants of the taxpayer.

The steel mills were all running full time and were taking on all help as
they could get it.

All the housing proposltlons are very active to provide additicnal accom-
modattons for more workers. The fine class of homes built with all the con-
venlences is a great factor in inducing the best class of laborers and technical
men to work at the varlous plants.

The ship-building plant is a model In every way and in full operation, with
alt houses, provided for them by the Chickasaw Utilitles Co,, filled with families
of the workers.

All the activities in this direction are indlcative of the policy of the tax-
payer to expand anqd extend his property in every branch,
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. Summary of United States Steel Corporation olaims Anvestigated

Cost | Amortization ‘

T Coal, I &R {lroad Co., Birmingham Ala ................ 631, 700. 40 o1,
e Yool o B Gia, ratngham, All. .- ------------ bttt nﬁmu
Chickasaw Shi Buﬁding Chlokasaw, Al 73UL,676.41 | 4,746,175, 41
Chiokasaw Utilities Co., o, fkasaw, Ala 348, 40 612 19
Chickdsaw 1and Con, CHICKAIAW, AlBe conoonnvomnnosotemsos e oome s 2,185133.13 | 1,418, 410.70
Fairfleld Stee! Co., Birmingham, Ala.. 1, 770,091. 360, 774. 04
Fairfield Utilities Co., BIrmIngham, Alf-o.o..ooommoomommeseoemo oo aon 1, 085, 38 X 09
Amerlean Steel & Wire Co., olAlnbama-......-.......-........--.-_.... 75,858.19 ‘ 32,976.38
4 28,008,513, 59 | 17,306,939, 57
(1) Cost of property on which amortization is claimed. ... $28, 008, 518.59
(2) Cost of property on which amortizetion is allowed....... 28, 008, 513. 69
(8) Cost of property on which depreciation is allowed.aeaee-- 28 008, 513. 59
Amortization cialmed 17 306, 939, 57
Amortization allowed .None
17, 306 939. 57

Amortization disallowed

It is my recommendation that the claim of the taxpayer for amortization
amounting to $17, 308, 039, 57 be disallowed and that the consolidated return
section be advised to that effect, and these findings should be incorporated in

the complete report on this corporation.
Assiguned to investigation, March 30, 1920.
Date of departure, April 2, 1920,
. Date of investigation, Aprll b, to April 19, 1920,
Date of return, April 20, 1920.
. Submitted April 30, 1920.

Approved ;

BExnaiBiT A4

CARNEGIE STEEL CO. & ASSOCIATED COM

IrA J. W. VAN SCHAICK,

Valuation Engineer.

S. T. D& LA MATER,

Chief of Engincers.

PANIES

[Enginecr’s report, Fischer, May 20, 1920, p. 156~17]

Product: Iron, open lhearth, and Bessemer steel and finished products, and
transportation companies and warehouse facilities in connection therewith.

Companies included :

Carnegie Steel Co. (proper), including Duquesne, Homestead, Bellaire, Mingo
works, etc; Carrie, Lucy, Isabella, Niles furnaces, ete.; Unlon, Clark, Green-

ville mills, etc.
Olairton 8teel Co.
Clairton By-Product Coke Co.
Carnegie, Clatrton, Sharon, Conneaut Land Cos.

Monongahela Southern; Youngstown & Northern Rallroad Cos, ate.

. Pittsburgh & Conneaut Dock Co.

The nature of the extensions made during the war perlod !s best stated: b
the following quotation from Engineer Fischer's report (p. 156).
“Mr, Campbell was very emphatic in his statement to the eﬂect that all
af the facilities: under consideration of all the companies under his juriediction
wereé all in uses He siated further that none had been discarded and that {t
was not proposed to discard any. He said that all the expans!on had taken

place directly slong the lines of regular production.” .

Dngineer Fischer recommended amortization be dlsallowed ln tul!, 16,
. The character of some of the facilities on which amortization is clalmed is
summarized from the orlginal clahn of the company. . Schedule A«-lo, pages'

54 to 88,
" 92010—28—pr 7———9
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Flue dust sintering plant: Completion of three open-hearth furnaces, con-
struction etarted 1916; completed ember 1917. 'New power plant at ware-
house, 8 locomotive cranes, 500 steel coke cars, 1,250 steel hopper cars. - Re-
buflding and improvement of furnace 1, H. & G. Additions and improvements
to crane facilities in No. 1 foundry. Renewal of iron and part of brick work
in open-hearth furnaces Nos, 85, 87, 88, 89, and 90. Renewal of boilers with
equipment. The land companies have been allowed no amortization.

It apgears that all of the property is, as Mr, Campbell stated, regular equip-
ment which would have been purchased in the regular expansion of the busi-.
ness.  Further, it can be seen from the above that a great many reconstruc.
tton and replacement items are included in claim, ,

. Bummary of figures, Oarnegie Steel Oo. and associated companies

Originally . claimed $22, 789, 202, 88
Revised claim. 16, 514, 575.76
Allowéd' engineer’s first report , m— L None.
Allowed érigineer’s final report AR 9, 664, 179.37
Our approximate figure. e ——— 2,129, 117.88

" Difference mam 7,585,001, 49

» UNION STEEL COMPANY ,
[Engineer's report, Fischer, Ma: 20, 1920)

- Consisting of Farrell steel works and furnaces, Farrell. wire works, Denora
steel plant, Denora wire plant, Mercer plant. : ) .

Products: Steel and wire. .

Main improvements to plant consist of puiverizing coal -plant, duplex plant,
electrie tractors, remodeling office building, new boller installation, locomotive
cranes, equipment for ore stock yards, reconstruction of bar and -billet mill,
two 10,000,000-zallon centrifugal pumps, 3 additionul open-hearth furnaces.

The same remarks applying to Carnegie Steel Co. apply to this company;
they were examined by the same engineer and facilities reported as being in
full use and, 88 is seen, they include certain reconstruction costs,

SBummary of figures, Union Steel Company

Originally claimed $2, 012, 597. 28
Revised claim.. — 1, 944, 798. 89
Allowed engineer’s first report " None.
Allowed engineer’s final report 1, 136, 386. 14
Our approximate figure ' 289, 243. 75

Difterence : : - 847,142.39
ILLINOIS STEEL CO. ' '

" {Engineex’s report, Var Schalk. Inspected May § to May 26, 1920)

Consists of Milwaukee works (Wis.), pages 1 to 5: The amortized portion
of this works is a dock and facilitles, The main improvements consist of a
dock wall and the installation of new unloading machinery. The wall is a
replacement and the unloaders are necessary for the more economical and
quicker handling of ores. The expansion is a result of poMicy adopted in 1916
as nécessary. - Bngineer’s first report shows all facilities in full nge, . . . -

Jolet works ‘(Xll.), pages 6-10: Product: Tie plates, bolts and nuts, and
raflroad spikér. The main improvements consist of benzol. plant, trestle con-
necting'blast furnace and converting department, 5,000 kilowatt' turbogenerator,
addittondl bolt and hut equipment, 15 tank cars,:sewer system; rébullding
bundle conveyors., - In ‘regard to the above items,’ as the date .of commence-
ment of construction is principally in 1915, 1816, or early in 1917, it is.evident
that they were the resuit of the nataral expansion of the business, except for
rebutiding conveyors, which is evidently a replacement. - The Engineer reportéd
facilities to be 11 100-per centimse: - - - ot Lo el ot e

South works, Gary, Ind., pages 064 to €1: Product: Steel and structural
shapes, Main improvements consist of 89 bulldipgs (in, connection with
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bloom mill, open-hearth plant, structural and plate mills), 11 bollers, metal
mixer, improvements and alterations bloom mill No. 2, relining blast furnace,
rebuilding trolley, ete. In regard to the ahove buildlngs, a number of same
were atarted as far back as 1915, and the whole plan was evidently laid out
at that time; the bollers were installed to use waste gases, and were an
economy ‘device not increasing production; miany of the smaller items were
replacements or extraordinary repairs.

- The engineer reports all items in 100 per cent use. He farther states that
the bloom mill and structural mill both broke all records for production for
the week ending March 22, 1920.

North works: Treatment of this item is omitted, as amount of final allowance
is less than $1,000.

Gary Land Co.: Treatment of this item Is omitted as we have not questioned
small allowance made for lack of full dsta ($33,000).

Indiana Steel Co., Gary, Ind,, pages 44 to 53 : Product: Iron and steel, plates,
etc. Main items: Additional buildings for blast furnace plants, open-hearth
plants, plate miil, blooming mill, electric power station, merchant mills, tin
plate plant, coke plant. Other items include benzol tank cars, installing
;Ind rle(x)nodgulng soaking pits, increasing capacity, and relinmg ot blast furnaces

os. 10 and 11.

- In regard to above items, practically all the bulldlngs were started in 1015
and 1916 dnd * were planned long before we were in the war.” The other
items are evidently at least partly replacements. The engineer reports all
facllities in full use.

Sw mmary of ﬁyurea of Illinoie Steel Co. and asaootated companies

Originally claimed g : _ $6, 661, 758. 87

. Revised claim 9, 396. 805. 05
Allowed engineer’'s first report.... ———— None.
Allowed engineer’s final report 8, 341,2¢61. 14
Our approximate figure - 1, 771, 705. 20
Difference : : 6, 549, 555. 94

. Conclusion: It appe?rs from the engineer’s ﬂrst report that the facilities
were in full use. We Have, however, figured amortization in full on Gary Gun
Plant, but conversion of same to other uses in 1923 should be investigated. '

MINNESOTA STEEL €0., DULUTH, MINN, (INCLUDES MOBGAN PARK C€O.) ..
(Engineer’s zeport, Van Schaick, June 16, 17, and 18, 1920.] ’

Products: Steel, :
Main improvements as per engineer’s or!glnal report, consist of benzol plant,
bofler house exteusion, refractory plant for burning dolomite, locomotive crane,

ete,

At date of engineer’s visit, benzol plant was all in use, as well as the other
items, and amortization was disallowed. The Morgan Park Co. was allowed
no amortization, so this is omitted from consideration.

C Summary of figures : :
Originally claimed $691, 728, 81

Revised claim R :. 1,849,830.07
Engineer's first report - - N— - None,
Engineer's final report ——————— lmmmmeia W 822, 215,20
Our approximate figure D 1Y 485, 6¢

,l?’“ﬁl'ence - '4: ‘ " . .4‘ al T FVO R Y B S "03,"9.54

e e ey ok

D ‘”' o L mm r.omm ST, 0, " ""7" Cha -

Flgures ‘only’ dn this are g!ven. as amonnts are’ snia’n and same remarks
uppilea Yo Carneg!e Steel Co. are appltéahlé, ' -
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. Figures for Lomm SCeel Co. . :
Original claim..._. —— ——————————— $36, 239, 27

Revised claim : mmmcemaneme= D8, 100. 30
Allowed, engliaeer's flrst .report..-_ e = e Noae.
Allowed, engineer's final report - et o e e om 39, 800. 28
Our upproxlmate ﬂgure ...... . - 22 688, 81

Difference.. ' ' e 17,131, 42

UNIVERSAL PORTLAND OEMENT CO. '
Consideration of this company will be omitted as we agree with findinga. '
. Figures for Uuiversal Pornaud Cement Co.

Originally clalmed — PR None.
Revised. claim..._... e e ——————————————— $70,643.08
Allowed engineer’s first report emtmmmeccameme e ————a— —— None,
Allowed engineer’s final report.. e m e m——————— -- 48,345.50
Our approximate figure ... - emmmmm————————— 48, 345. 50
- . . e —————

Difference. a«=-wes . None,

NATIONAL TUBE CO. AND ASSOCIATE COMPANIES

Consists of National Tube Co., the National Tube Co., McKeesport Connect-
il?gwnallcway, the Lake Terminal Co., the Skelby Land Co., (ommquenessing

ridge Co. -,

Engineer Fischer’s first report (about May 22, 1920) states in reg'ard to above
companies (p. 30) :

“ Information relative ‘to the Continental. Works, Pittsburgh, Pa., was re-
ceived from Mr. Cushwa and was to the effect that all facilities on which
amortization was claimed were in full use.”

Also: “Mr. Moise stated that the condition at the Pennsylvania works was
similar to the conditions to be found in all the other plants. In this particular
}nsta;llce all, the faci!iﬁes which had been acqulred after April 6, 1017, were
n full use.’

The only jtem of this company which is entitied to amortization is centain
factlities ai the Christy Park works for the manufacture of tornedo air flasks.
‘While the eugineer’s first report disallowed this, we have allowed amortlzation
in full in making our approximate figure on this company.

o Figures , B
Original claim... ... - emw- 33,471, 215. 28
Revige Clin e e m e — nrmnm—- 5,311, 187. 40
First engineer allowWanCeO. ..o me e doom—? None.
Final allowance..... = 2, 765, 096, 53
QOur approximate figure ... - 1, 775, 660. 62

Difference..... oo e eron o e et et 989. 435. 91

" AMERICAN STEEL & WIRE CO.

Waukegan works.—Engineer's first report (pp. i1 to 16), Van Schalck,
May 11, 1920,

Product: Drawn wire, sprlngs, bale tles.

Main fmprovements: 10,000-kilowatt turbine, 72-inch borl mill,
modeling pot annealing department and miscellaneous wire making macmnes.
Of the above items the remodeliug of the annealing department represents
nearly one-half the claim ; the other items appear to be all standard equipment.

Engilneer reported. itemn in full use and disallows amortization, .

Rockdale works.~-Engineer’s first report (pp. 17 to 20), Van Schaick, May

18, 1920.
Product Drawn wire and woven wire fencing, including staples and nafls.
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. r

Main improvements: Concrete loading platform, traveling crane, new floor
warehouse, new floor netting department, san!tary unit, track connections,
barb-wire fence machines,

All the items are reported by engineer to be in full use and amortization is,
disallowed. It is obvious that amortization of the items are improvements
rather than facilities to increase capacity. -

Bcott Steel works--Englneer's first report (pp. 21 to 23), Van Schaick,
May 13, 1020.

Pl'()dll(‘tS‘ Nalls,

Main' improvements: Bulldings and additions, concrete loading platform,

rebuilding nail cleaning department, new floor No. 1 and No. 2 warehouse,

Engineers reported facllities in 100 per cent use and disallowed'amortization.

De Kalb works—Engineer’s first report (pp. 24 to 27).

Product: Wire fencing.

Main improvements: General improvements and betterments to buildings.

Amortization is disallowed by engineer.

Aladama plant.—Engincer's first report (\'ol IV, p. 1to 3, Pt. V), Van
Schaick, April 13, 1920.

Products' Wire. nails, and fencing.

Mzin improvements: Sewer, pot-annealing furnaces, new stave mill, chang-
ing 6,600-volt transmission prom power station.

Quoting from engineer's report: “All the items in the taxpayer's claim were
in use at the time of my visit to full capacity and will continue to be in use
indefinitely.” , .

Amortization is disallowed.

In regard to the other plants of this company, Engineer ank Fischer sub-
mitted a report on the American Stee! & Wire Co. of New Jersey and various
other subsidiaries of this company on September. 16, 1920. 'This investiga-
tion covers 11 plants and the engineer disallows awmortization on the basis
that they are either in full use or would be except for strike conditions in
8 few plants. ,

. Figures

Original claim.._... . 85, 742, 386. 83

Revised claim...... ; 5, 276, 462, 93

First engineer’s allowaace. . None.

Final engineer’s allowance 8, 801, 400. 16

Our approximate figure. - 2,011, 734. 76
Difference ' ' 1, 879, 605 40

EDGAR ZINC C0., AMERICAN BHEET & TIN XLATE €0, AMERICAN BRIDGE CO.

The above three coimnpanies are omitted in this consideration as we have con-
sidered the amortization allowance as justified in the maln or not subject to
criticisin from lack of detailed information.

The totual allowance for amortization are as follows:

Edgar Zine Co . $42, 497, 27
American Sheet & Tin Plate Co. 2, §07, 746. 67
American Bridge Co.-. 2, 400, 599. 51

TENNESSEE CGAL & IRON R. B. CO.

See Engineer Van Schaick’s report, Parts X, II, IV, and VI, coverlng this
company and its subsidiarles, the Fairfield Steel Co., Fairfleld Utilities Co,, ete.

The Tenressee Coal & Iron Co., do a general mining business and iron and
steel business combined with transportation facllities.

Main improvements consist of main equipment, water-work equipment, re-
carbonizing mctal department, additional open-hearth furnace, new transmission
Iine, construction of about 600 houses for employees, new structural, blooming,
and plate mills at Fairfleld, addition to benzol plant, etec.

Engineer reports all above facilities in 100 per cent use and disallews
amortization,

He further states “ the steel mills were all running full time and were taking
on all the heip as they could get it.”
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pud tt’xﬁ ﬁ%ﬁ;x cqrve nﬁﬁﬁe” op: utg tiop. Loy, uciifgeg )f. »ha taxgg
Sho Iing be projectad through the gerles’

cluslve. 1t will indicate Wwhat the pmductlon of pig irg wo;ud ve b én had

tbﬁ serles of, years Increaped In production fn the sdise’ hhrmqn!«. ratlo 68 was

in eated from the year fooo to the end of 1915,

(D). indicates. the average p):oductlon of plg iron, ‘for me ‘to iﬁlﬁ,
inclualve, apd the line “(.” projected from 1900 through ) t0' ( ') {n 1928
1i a.tendency of increage over the war and postwar years 1916 to 19283, base
on the pre-war years as noted above,

(X)) indicates the average production of plg iron fxom the year 1910 ‘to 1015,
tgcluplve. The Hpe . (K—K’) ls progecoed from the top. of the 1910 curye

rough (8) to the el}? ot the year, and in a like manber to the preceding

exampios, a contipuation of the line (K-K') indlcates through th . postwar
years what the increage in production would have been had the incréase coms
tinued in a Hke ratio o ths\t of the pre-war years,

. In referring to the taxpayer’s charte production, it, ls noted that the aver-
age annual pre-war productlon for the years 1910 to 1915, incluslve, amounts
to 12,427,000 gross tons of pig iron annuglly, and, is indlcated on the diagram
at circle (F).. If a lino be projected from J &t the top of the 1910 projection
through . (F) to J’, bt‘s ‘path’ will indicate the. aver, ge. rate of Increase In pro-
ductio)n throughout e perlod 1910. to 1923 (in a like manuer fo that descrlbed
above). .

The ptoductlon of. pig lron as lndlcated on the. ‘chart of the Unlted States
Stee! Corporation production for the years 1910 to 1015 18 . 46 per cent of the
total production in the . Unlted States. . The prodpction for 1015 to 1021 s
g plexbge nt o:ﬂthe,;otal 1:');ioduc;(l)oni ,:(l)‘h& ti) ipix;t lncﬂ,on i(;t he 'Unlte% s‘t,attgs

() rporation for.plg frvon,for, o inclusive, per cent o I]
total xl)ég i]ron prod?lced in the Unlted States, all of which i3 shown in Dia-
gram 0,

+ "It was shown -above that the line (X—X’) indleates the rate of produdtlon
of'pig iron-for the years 1800 through the year 1028, The years 1916 t?
aré bstimated at the same relative rate of increase as-was 1000 to 1010, Litie
(¥—~-Y’) i8-drawn in order to see what the effect would-have been had the faclll-
tles-of the taxpayer been operated in harmony with the rest of the steel indus-
try atithe rate of 44 per-cent of the total production, The proportion estab-
Hshr 1in the area between the lines (X—X') and (Y—YX') is 66 per cent of the
totu ‘areR, Indicating that tho area-below that 1{ng was the 44 per cent estimated
ant 9ing pxoﬂuced, by. the, Unjted St&temmee) Corporation for thig perjod. The
line ‘¥——¥'), of est! mted produc&on of the tnoxpayer fromn 1910 to 1923, and
tl;e px, ducuoirafs indlgated by, .the-line (J—J') ot the taxpayer as produced
, both indlcates. decided tendency. ¢n the part of thq taxpayer

.e%qh y.\ar Incrense the, production of plg iren.... .

Tlne relation of these two llnes ls very similar fo. “the, relo,ﬁlonuol the ewo
like lines, K—K’ and. X: {: cated on the.chart of the. tofal produc-
tlon ot &he,Unl Smt%” Th mould indtcate that; whaie the total preductl
oL .agp ear,, may: ;differ. in . arcentage from,.
productlon of tlfxe tlnited tates Steel Corporation, yet, tunen over. a- series ot
years, the ratio is maintained very closely, nnd a predlctlon. base on the total
edat-lwn gt)rodncuon. would ia all probablll‘t]y ra flected 16 u like' rutle over
8 getled Of years on the production of the United States Stéal Corporatitn.

A study of the récorids #hown'ih the Iron Age, 6n ‘page 832'bf the Ottober 6
fasue, indicates-that 18,205,934 gross tons of- pig l& -were produced il ‘th
first nine ménths' of the Yea#1922:: Froth ‘the éhpinesrs have’
plled ‘the following tabulation, showing the' tbt'&] 'pt‘bductlou of pig ivon of the
United Statgs.by months from Jaguary.1922.ito Septembar, 1022, mcluslve'

s fuﬂ, A N BN TR nni;.* ir. o
P . ..} Average . :,u x\&
| A | | g LA | iy
;.{: IR - 1. 53,068 16“,953 Yty YRR z" .n.iamw
!etsnmy 4 Y ©OBRgIR| 1,520,992 Auim'ﬁ::::’f:::':::::.:::"“ AR 1,816, 170
t g’ﬁ "%%ﬁ BEDROTRPOF yuangovppaenes) o, O, TRLY.. 3,083,
< palor| I8 o0m e ot Ll i 18, 208 088
7,701 zaex,cco] -‘ :
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. From gn Iuspection of the above tabulation it is quite evident that the
ig-izon . préduction ‘was on the increase from January,' 1922, untll’ August,
; . In August and September it took a drop from.the general trend.
. ,j&jl;glem'egb'e wad not looked upon By the enginéers ar a falling oft of a
dem#ind for pig-iton production, but rather duc to' a shortage of coke and
cbal caused by the récent coal sirike, The increase of the taxpayer's unfilled
opders for open-hearth steel, as noted in a latter part of thid' study, wonld
‘lead one,. vqho had niade a study of this situation, to belleve that the meathly
‘fperense ip production wonld continue through the balance ‘of the year 1922
‘and well fnto the yéar 1923 at the same Increase in ratic as was shown' from
Zeenary, 1922, to August, 1022, S L ‘ R
" The preduction for 1022, iasag the last thvee months on the general aver-
‘age of the first nine months, will be 24,274,572 grosa tons of plg ivon. This the
,englneeia haye' properly entered upon the chart as thelr estimate of pig iron
fot-1022 for the United States us'a whole. The productioh is approximetely
B0 per cent increase over the 1921 production, Should ‘the inerease during
1923 continue in a Hke proportion to that indicated during the year 1422,
the ?roductlon will reach slightly over 35,000,000 gross tons ae indicated on
‘the “chart of the total production.” N o ‘ 7
" IThe flactuhtioris iz annaal production of the iaxpayei's facilities are not
so erratic as those shewn by the “ total production chart.” If the fluctuations
were in harmony (as noted above), the 1921 production for the taxpayer's
facilittes would have becn 7,304,000 tons of pig iron. In 1822 the production
would be 10,692,000 tons, and in 1023 the production would amount to 15,620,
020 tons, ‘giving an estimated average, based on 44 per cent of the total pro-
dactton in the United States, of 11,205,000 tons. . ' I
. From tlie actual figures, a8 shown by the taxpayer's data, the 1921 production
wan 8,878,262 ‘tops of pig iron. The productioa for tlie' first slx months of
1022 wes'5,840,192 tonk; a8 shown in'the followl:g tabnlation’ Co

o A'.r'o\m '
JRRUATY . donm e (s ) naumein 164, 004
Febraary... G ——— . - : .- 162,711
March - : ' 959, 853
April “ 977, 810
W 4 " » 8 1; 038.,807
June - 1, 047, 807
.. Total £gr 61X MONth Of 1022 —cremme i cmsmmammreen- . 1,540,192

 An fagpection of the above table will show that the second qusarter of the
first-half-year of 1622 increased approximately 27 per cent over the production
of the first quarter of 1622, The total estimateG productlon for 1922 will be
11,080,884' gross tois, If we leave out tha factor- of incréase ag noted above,
and base the results of che last half of 1922 on the production from' January,
1922, to Junb, 1922, inclusive, - Co i ‘

Should the thcrease of 1023 be taken in a Hke proportion over 1022 to the
incredse of production of 1022 over that of 1921, we would have the following
results as the actual'and the estimated production for thie postwar’ years 1921
Yo 1028, incluslve: "' - = o T
Production for the year 1021.... . A . 8,078,262
Profluction estimated for the year 1932 . 11, 080, 384
Ingrease in production for the year 1922 over that of 1821 (or 27.7

. per cent) i - 2,402,122
Xstimated production for the year 1923 based on an .increase of ... . |

.- 21.7 per cent over 1023 production - —— 14,149, 649

Summarising the pigdron production for the postwar years, we have: "

1021, gross tons of plg iron produced.... R 8, 678, 262
1922, gross tons of pig iron produced ; .11, 080, 884
1028, gross tong of pig iron produced - 14, 149, 649
.~ 'Tota “fostw“ production 83, 908, 208
-+ Anngal postwar production waioee-ceeo. 11, 802, 765

" This average postwar production is very close, and as will be noted above,
equals 44 per cent of. the total production. "It is the engincers’ opinfon that
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the above éstimate 15 a falr and reasonablo figure upon which. to fase: the
postwar pig:iron productfon. . e S e

It fs quite obvious, from an Inkpection of the chart, tlat an estimate, baegg
on the annual produtﬁtgon of p% ron from the year 1000 to 1910, as indlcat
by (¥Y-X’), or for the years 1910 to 1016, as indicated by the line (J-J'),
would be quite unfair according to the Lburegu's method, The actual figures
of 1021 aud 1022 have denonstrdted that the average production of the (nér-
mal postw&r vedrs would fall below tlfe estimate; postwar, production) .as
given by thé abpve-noted production lines, . The average annual production
of the 14 years from 1910 to 1928, inclusivé, baged on the actual production
from 1910 to 1921, inclusive, based, on the actual production from. 1910 to
1921, inclusive, and the estimated production from 1922 to 1023 amounts to
13,270,000 gross tons of pig fron. s “gverage, shown by point (I,) on the
chart, falls on lie (J-J’) and the total lfne of productlon colncides. exactly
with the line (J-J') as estimated for the pre-war years 1010 to. 1915, inclusive,
indicating that an estimate based on line J-J’ would be correct for the pro-
au&tiion of the above years if the engineers were allowed to include war time
products, o

PropucTIoN ESTIMATE TABULATIOR XVI

TABULATION SROWING PRODUCTION BY TONS FOR PIG IRON, AU TAKEN FROM THE
, . DATA OF THE UNITED STATFR STEEL CORPOBATION

The production as herefn shown is the actual production of pig iron from
the year 1910 to 1921, inclusive, and the esthaated production for 1022 and
1023, .as given by the Uniteq States-Stcel Corporation. Colump. 1 represents
the yaar to which the data applles; column 2 indicates the capacity;. column
8 shows the gross production of pig iron. during. the year.as indicated in gol-
umn 1; colpmn 4 indicates the cumulative production. of plg iron to, the. end
of various years noted in column 1 from the beginnipg of 1010. . ., -

PRE-WAR PRODUCTION FHOM 1010 TO' 91y, INCLUSIVE' = | "

® : e | e | e

Annual’ *'| Cuiulativé

Y‘”’ Capaclty proansaion production

159 1ae| o,

et BResT| BBy

16,130,400 | 14186164 | 36,762 420

0000 | ihGaer | ome

FLIT IO o0 y ‘_16.748,% 18,041,608 | 74,857, 154
- Tota) ; - O ARH0 | TABS IO |- e

'WAR CONDITIONS FROM 1016 TO 160, INCLUSIVE

1016 17,615,100 | 17,007,637 | 902 144,701
0172200 b 18,104,600 | 16,652,928 | 107,797,719
1918, sl O 18,308,400 | 15,040,954 ;

101002000000 : : T} 18i3ew 535 | 13,037,504 | 137,376,177
1920000000 18,404,440 | 14,632646 | 151,006,823

POSTWAR CONDITIONS FROM 1921 TO 1923, INCLUSIVE (TAXPAYER'S ESTIMATE)

1021 ' 184,30 | sea262| 160,597,088
w2 1LE00,000 | 172,067, 085
19230 ‘ . 12/600,000 | 184,657,088

My

s © . OOVERNMENT'S POSTWAR ESTIMATE

1021 Z . .
1022, .
193...

Postwar average annual estimated production, 11,302,765 gross tons,
92019—26—p1 T—10 '
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Referpnce s, made ,t&l pxpductlon“estingate.Ireaded,“Tabl;lg;lpxi No. XViI.”

his tabulation gives the capacities and the production 6t‘pii‘) ron. Yor the

texpayer's facilities for the vears 1010 to 1920, inclusive, and xpayer's
e8firinte.of tho,postwa pt%glgg 15 105 g dovg o 2
‘the éngineers’ ’%ﬂ!c\ﬂa lons 1t W

‘mated DoAtaat protuction Rmoheed “f:?s‘g"é i et Uig dveiage dnnuat eutt
mited postwat productlon smoynied to ! ,185 tons of pii iron.’ The
prodactioli for the noi-mht'/pr,e-%vj yenils ,igm,tq 1915, inclugive, as nated in
Tabulation No. XV is’ 74,637,154 gross tons (sl years' production), The
normal 'pre-war capacity,’ sumpjed’ up for these six years into ‘g tothl (for tht
purposé of gveraging), amounts to*97,942,200 gross, tons.’ From the above fig-
ured ft 1y evident that the mormal pre-war capaclty is 1818 pér cent of the
Jjormal pré-war productlon. Applying the pre-war ratio, 131.8 per cent to the
postwar gverage annual prodaction, 11,303,765 gtoss tons, we get as cig’,averase
annial &gm r capadity, 14, .589'8;1&8 tohis 'of pig tron, The taxpayer’s
capacity 18’sliown by Tabulatlon No, XVT as 18,499,840 tons of pig iron, 'From
theso figurés 1t will he seen that the estimated postwar capacity is only ‘80
gerzgent of t:ié actual postwar capacity.  The economic lo¥s, therefore, will
IR percen'm s T P 3 - : PR S . -,.’
The engineers consjder that a sufclent allowance bas been made fi' thetr
estimates to cover any Increased capacity 'which the taxpayer may have in-
stalled during the postwar years. If the taxpayer doez install increased capac-
ty it 14 estmated that the Increased production ovét the enginéers’ estimate
will automatically take care of any fluétuntions in the ratio as noted above,

.. ¥ODUCHON ESTIAATE OF QPEN HeARTH SFERL’ |

*" Referéncé is made'to Tadbiylation No, XVIL * The total capacity for six normal
pre-wrr years, ‘1910 to 1915, inclusive,' for 6pén henkth facilities Is 11,088,680
#ross tons.  The total production for tlié ymé serled'bt years as noted in the
same tabulation is’88563;561 ‘groas tons, "Comparison of these two figures in-
dicates that the capacity £07 th¥é normél pre-war years as'noted above i8 1286
per cent that of the normal production during the same period.

The postwar yeariy capacity 18 given as 22,502,800 gross tons of open hearth
steel. The taxpayer’s estlmated figures for production. durlng the postwar
years arelggiven at the bottom of the tabulations and average 13,838,393 gross
tons, apually. i

"i’nonumon Esrmnn TABULATION XVII

FTABULATION 'SHOWING ¥RODUCTION BY TONS OF OPEN HEARTH STEEL INGOTS AS
: TAKEN PROM THE DATA OF THE UNITED STATES STEEL CORPORATION

_The producttoh as herein shown is the actual production of open hearth stéél
fngots from the years 1010 to 1921, inclusive, and the taxpayer’s estimate of
production for the year 1922, ' Column 1 represents the year to which the
data applies; column 2 gives the capacity of the taxpayer's facilitles; column
8 shows the grogs production.of open hearth ingots In tons during the year as
indicated ip column '1; column 4 indicates the cunmulative product'on of open
hearth ingots to the end of the various yéars as noted in column 1, from 1910
to 1918, inclusive, - . - :

L

-7 . " PREWAR PRODUCTION FROM 1910°TO 1915, INCLUSIVE

- NI el e w
. . i} ; A o

Yesr © | copsauy | Ammual | Cumulative

00...... 17 8 1

T Rizeo| BiRE| HRem
OO i - 18762270 | - 10,808 184 | - - 43763, 438
11 s sgmo| lemoss | eosmon
1014 ; 18,942, 11,817,302 72, 210, 380
1015 e N 16,173, 470 16, 353, 081 88, 503, 461
Totals, m,_os_s.oeo 88, 563, 461 .
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, - WAR CONDITIONS FROM 1916 TO 1020, INGLUSIVE |

AR R R
1918 Y
ST il avevy . ..‘y....‘t ,“Q:M‘
- 32004
- 22,136,000 | .
R PO LTI Bmse

POSTWAR CONDITIONS FROM 1031 TO Yo/, INCLUSIVE (TA TPAYER'S ESTIMATE FOR
ol S T I AND 9g8) - T

’

----- basecccnansa

. 'GOVERNMENT'S POSTWAR ESTIMATE -

T ,.,,‘ e e
T ] N—
2 1o oe7, 14 {1

3

POtA). speiirnmennaseeconnearanpanten 4310000 ). ... -
Aversgo aunual postwar prodnttion, 14,870,000 gross tops, =/ . i et U c b Lt e e
[ R o P oroa e N . i he L ot EARFRIEN §

. TThé estfinate for the postwar ‘annual production’ as'mad by the englueers
18 based on the -#ctual prodtiction fo¥ the year 182f and the first six ‘nonths
of the year 1922, and the increase in volume of ‘unfilled ordérs wWhich' {He
taxpayer has.on liandl as of June 22, 1022, ° i v Lali e
- ‘The 'following is-‘a tabulation: Whlch';ahowwﬁe‘ produttles of: open - hearth
stebl in gross tons per mgnth and ‘the number’ gft’*:gross-tc’)x'igij pefx“n;l(mth‘ n

mafilted ofders for the fitst half yéar'of 1922: - °

G e PRI T
. FEEENERR ARYE BRI
o , : : B oy N ST
Production y ©oh i praduction| .
Month ' | Ingross ‘é! “ . ' Momthb ‘inwc’n?“ “{,‘,‘%’,ﬁd !
. ‘ 1. [ | P I S PN VAP Wt . .l
- 3 RNV . Li - i b dheg t

A 1 e88 | 5,288,298
1,450,848 :.g'.m‘lbm
7,495, 515 =

i B PR A P t N ' '

From Tabulation XVII it is showh that the 1921 production of open-kearth
steel 1s..10,051,856 gross .tons, . From the tabulation set.forth above,. it is
estimated that the average annual.postwar production for the year 1022 will
amount to 15,101,030 gross tons of open-hearth eteel if we base the last half
- year of 10227on results of the first half yéar and mike no dllowance for the

monthly fncréase,. v T TR T nh o Eeen e

It is noted'by ali‘expmination of the tabulation dd set forth above that the
increase of the' decond quarter ‘Year ‘over that of theé first gudjter Fear 13'30
per cént and the ordérs on hand at the end of June, 1021, d¢ée 82 per cent
exceas of tho unfilled orders as of January, 1922, 'The yéarly increase of 1922,
as estimated from the above figures, 18 41 1 o¢ ¢ént oyer that of the year 1921,
If the engineers base the 1923 preduction ou the relative Increase. of. 1922 over
that ¢f the year 1021, thé result would indicate for the period of the thiee
postwar years that the taxp t_g!«’er’s,fn‘clutles were aggroxlmhtély 80 per’ cent
value in'use. If the 1928 estimate is based o ‘the incredse from!'Janaary'l,
1922, to June 30 ot’txgg, _same year, it would indicate” that’ thé taxpayer’s
facilities were approximately 86 pei cent, ‘value in'Wise; If d,rélktive decred
for the year 1928 is consldered fir'the same proportion: ds the decrease.’
fricretitipd’ production indicated for the first six months of 1922, compared with
thé 1922 production over that of 1921, the increase from 1923 over 1922 in this
¢ase would be 19 per cent and would indicate.a total estimated production. of
18,077,828 gross tons of open-hearth steel for the year 1923. The englneers
eanr not' check the taxpayer's figures for the value fn use owing to. the increased
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actual production for the year 1922 whlch the taxpayer did not have at the
time its estimate was compiled.

It s evident £fom the above figures that while the 1022 production is con-
siderably more thian that of 1921, vet from such figures as they have avallable
there is a continual leszening in the increased production, as shown for tho first
six months of 1922, ‘I'his is“quite more apparent when comparing the lessen-
ing of the incrcased productlon for the first nine months in 1922 of the pig-
iron production, which was explained on. .4 former page of this study.

In order to illustrate how the production of open-hearth steel harmonizes
with the production of pig iron, the engineers have prepared Diagram No. II
which is the actual and the estimated annual production of the Bessemer and
open-hearth steel.: This diagram gives the charted actual and estimatéd
production of cast iron for the years 1910 to 1923, inclusive. This chart was
taken directly from Diagram No. X. Superlmposed on the chart of pig iron
production'is & chart showlng the actual and estimated production of open-
hearth steel for the same period. The figures from which these charts are
compiled axe shown in Tables No. XVI and No. XVII.

It Is estimated that the average annual production of open-hearth stcel
for tha normal pre-war years 1910 to 1015, fuclusive, is 14,760,850 gross tons.
The location of this average is indfcated on Diagram No. II by the lotter (A).
The production line extending through the war years to December, 1923, is
iadicated by B-B’. The production line J-J’, as shown on Diagram No. I, is
reproduced in the proper place in Diagram No. II for a comparison of the
novmal trend of pig-iron production with the normal trend of the open-hearth
steel productlon,; é‘ t will be noted that the two lines operate in harmony, one
with the other, through the six u0rmal pre-war years and the estimnted

elght war andl, postwar. yeprs. .

1t was shown thut the average ot the quarter pre-war. War, and mstwar
years under. the hg&d&nz, ’* Pig.iron production” fell exactly ou line J-J’, {A
estiipate. covering the open -hearth steel from.the years 1910 to 1028, inclus ve,
based on the figures- noted above, mdlcates qu average annual production of
16,867,114, which would be 500,000 gross tons tore than the estimated average
as given by the line B-B’.

The engineexs. arve inclined to belleve from thelr judgment that, based on
thy' 'studies they have made of the situation, the 1923 production will not be
a great deal in excess of that estimated in the year 1922. It is their opinion
that cast fron is the basale production upon which all other portions of the steel
industry depend and any indication of-a rise or fall in cast iron will be
refionted in- exact ratio over a perlod of tlme on most all of the other steel

m’oducrs

DIAGRAM XO. I-—ACTUAL AND ESTIMATED ANNUAT, PRODUCTION OF BESSEMER AND
. vu..; OPEN HEARTH STEEL .

‘l(ym—'me um;umJ clum Indleates the annual jproduction of open heuth stea. Tho
lovs'er clmrt ‘indicates pmdueﬂon of: plg tron. ..

From all the. atudfee ade . it \vould mdicate that the Bessemen and open
hearth steel fucilities should have & greiter value in use than the stuiles made
for, the facilities used tn the cast iron production. This i due to A’ great extent
to the abrupt Juigp ln.open: hearth steel producuon in 1916 compared with that
of cast Iron, which wonld chung a ‘small extent the ratio’ existing between
ngrmal prodiéifon an capaeity in the pie; War _years, and naturally ;eﬂect Q
ligher value. in use for the. open hearth production in postwar 5enrsr It ls.
therefore, recommegded that: he estimated production for open hearth ste?).
the yepr 1023 !«m ua 907,114 gross tons, which is an’ increqd

ser cent over tg b oductlon‘: for the Vear 1022, The total’ pr ;lp?
uring the postwar od will gmoupt. to the same a8 cast, irop, namely 83
A value in use, or a, 058 {p; econn ic'va Iue of 20 per cént.

he following. Iy, & suinmary of ,actual and eistimabed pmdm.tion of opéﬂ
ii irth, stee) for h;g po,smar years ‘.1021. 1922, and C v e
1021 o T i aols e 10%1,850
1022 Sils RIS Ry R R e e s o a 15,’191:.m
108 i T - ine-s. 16,967,114

X R ; | e e
'; Tota! o e LT e . . 43,110'(“)
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ox an average of 14,370,000 tons, Muitiplying this by the normal ratio of pro-
ductton capscity, 12505 pee cené,’it_glVes‘ the, requlred ‘capdcity or 18,002,80C
gross tons. ThiS required capacity, compated with'the taxpayer's actual capac-
ity, 22,502,900, gives, a8 was noted above, 80 per cent. :

DISCUSSION OF THE VALUE IN USE OF FACILITIES MANUFACTURING BILLETS, BLOOMS,
b : AND SLABS

The taxpayer has submitted figures giving the. actual production of. thg
various factlities, among its subsidiary companies used in the manufacture of
billets, blooms, and slabs for the years 1910 and 1921, inclusive, and upon the
productions so given it is éstimated what the postwar production of billets,
blooms, and slabs will be for the two postwar years 1922 and 1923, It is esti-
mated that the production for these three postwar years 1921, 1922, and 1923.-
will be 11,872,407 gross tons, .

The taxpayer has considered that the normal pre-war years were from 1910/
to 1016, inclusive, and basing the relation between the average normal produc-
tion of these so-called normal pre-war years and the capacity, it has arrived
at a figure of 118.92 representing the percentage of production to capacity for
the above years and by applying this capacity in a similar manner to that as
was explained under the heading of * Productlon of pig iron,” it is determined
that value in uste of the facilities functioning for the production of billets,
blooms, and slabs in the normal postwar years is only 75.55 per cent. . )

The engineers have prepared Tablé XVIIL from the data furnished in the
taxpayer's records, This tabulation gives the taxpayer's actual production of
billets, blooms, and slabs from 1910 to 1921, inclusive, and the taxpayer's
estimated production for the postwar years.

The relative capacity for each of the pre-war years is also set forth as
noted in column 2, . . :

The taxpayer has submitted no data to indicate the monthly production of
the various facllities that were used in the manufacture of the above produc-
tion during the postwar yeat 1922, o
. For the same reason as was given under the Study of cast fron production,
the engineers do not consider the year 1916 a normal pre-war year and for that
reason have eliminated it from thelr calculations on the production of billets,
blooms, and slabs for the normal pre-war years, It is shown by Table XVIIX
that the average production for the normal pre-war years amounts to 13,111,815
gross tons, based on an average normal capacity of 16,284,704 gross tons.. From
these figures it is evident that the relatlon between the capacity and the pro-
duction of the normal pre-war years is 1,242, The taxpayer, in & letter dated
August 7, 1022, stated that the production of billets, blooms, and slabs was in
balance with the capacity of the open-hearth department, The engineers have,
therefore, checked the production of the 1922 and 1923 years with the 1921
year. This check is in direct ‘proportion to the relation shown by the open-
hearth products. The average of productlon for these threc postwagr years
will be 11,670,539 gross tons and the relative necessary capacity will be 1.242
times this amount of 14,494,800 gross tons, The actual éapacity of the tax-
payer's facilities in 1921 amounts to 17,800,815 gross tons. Therefore, the
relation between the required capacity and the actual capacity will be 81 per
cent which wounld indicate the valuve, In use of thé taxpayer’s facllities which
were used in the production of billets, blooms, and slabs, ' " - -

The enginecers consider, for reasons as given finder the captlon, * Prodnctiox*
estimate of open hearth steel,” thet the value in use shounld be 80 per cent.

PRODUCTION ESTIMATE TABULATION XVIIT BHOWING THE PBODUCTION BY GROSS TONS
/- OF BINLWTS, BLOOMS, AND SLABS AS TAKEN FROM THB DATA FURNISHED BY THE

UNITED STATES-STEEL, CORPOBATION o
" The production as herein shown is the: actual production of billets, blooms,
and slabs from the year 1010 to the year 1021, inclusive, and the estimated
production for the years 1023 and 1923 as estithated by the United States Sieel
Corporation. Oolumn 1 represents the year to which the {lata applies. Column
2 indicates the capacity of the taxpayer's facilitles.- Column 8 shows the
®ross production of billets, bloous, and ala,hs in gross tons‘during the year as
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dicated in column 1. i Cblumn 4 indieates, thé Slhninlative, produetion of tmé
pmduct at the, ‘end ot the“wrlqus yéars trom 1910 to 1915 inclusivetl

-

o ' ‘ @ ® . '(4)
P . . Anbua} . | Cumulatt
Yeat e Capacity | production p}ﬁgcuo?
Pre-wnrpl‘odumloﬂhbmmOtolDw,!nclch"- SRR BRI R :
1610 . fomet 1 12,411,418 141,018
: CaLesz 16| 24,25,
14,761,089 | 89,025,823
HE B
easnin | Teera s
78,670,881 fu.eeue e
w.mma Gomemaenrnnn

18,632,807 Licesepsoerioe
AR 0881z LI

- g
;P
s

8.861 010

12,350, 000
13,800,000 |-
- 85,011,616 ...
11, 670, 539

! ’l‘upsyet'a esumato for mz and lm

"fhe !oregolng ‘discusston of Lconomlc value i abplles to all subs dlaﬂes ot
the Upited States Steel Corporation,

Thirteen factora of *FEconomic vali” or * value in use” factors, pertlnent
to the '« ‘ prodtiction™ of the Carnegle Stéel Co,, have been determined by the
Qngineers uging the method just Indlcated. This data has been arranged in
schedula form and s shoWn on 'I;able XIX which immedlnte!y‘ fonows tmg

8
ig aildltion to’ the torego(bg factors, it wag necésgary to determine the “ value
ln use ” factorsy f ox) the ! general &d]ltles ! ' These facllitles may be. describied
and classlﬂed as followa:
(@) Ceneral facjlities, whose' use 18 directly governed by t.he use of me
spectalized, facilities of.the plaut willeh they serve, . ' -

(b) General, mcnit;es iyg'a gro }) of pmngs whose' iise 18 determlned by

the \ye! hted vetnge value use » 0
g‘qr t&; e, ‘. gqlu f g neral faélfltlea in ¢ldse A, the
hns na{) gilé: mgant as'a unt . The’ nm}ual pmduétl\vé capaclty

h

tax
Sle plant has ﬂ;e “valye' In’ uge” factor or each article

- an xact.urqd al roducu for efich m‘tlcle “Trie
aumpof ' gl ;{J m;etlcg lg:tlo tor each' p Qlaht ne bebn dividet by
. the sum of e ) ga acit f.thé plant, mg It bem 8 welghted
mmm, to;“\w ch’ m cat ‘“valup in yse '’ ﬁg\é gener facllity of

, The 'vnllge ina\ﬂF” 'f‘actors for 'genethl 'tacllltleé 1h"class’” (b). ‘déserbed
above, ave been .determ slngi}ar munner, combinlng lfaqtprs obtalned

Ior (@) prope: vbeiﬁhtbd. fn Lo
o )dp r% ol HAs beenadbpted by 'tue engmeem wlt:h these excep-
. ons.
1. The g\.neral facilitles in class (b) serve only blast fumaces und act in
hareibhy with' theme+they. hate:been- glven the! same. “valua in use'; as the
Buwﬁmm RS TSI 1 AN L S R O A P sl D
. v Phé -gereral: Taclilttes i cldes (@) whlc!x 801D t0' BOTVe both tie, Olark
mnb and-the1Upper ' Mills, i Pittshurgh, ‘have -been. giver an: .sverage "‘valua in
wuib v orthe! genemh!ac'llﬁlebbl’\both plants.: ui 2 thaes. o TS
<1 Pragvin 11441ty 1126wk ow v thar lenginedrs’. computations . for debermlnlnz the
“yalue in usze” of the general facllities in each plant. The engineers’ * value
in use ” factor, as set forth in Table XIX, has been substituted instead of the
‘taxpayer's “ value in use” factor in making these computations,
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TARLE XIX.-—Btatesent showing derivations of “ecoitomio value™ factors of
. Jacilities for producing. principel commoditics manufactuved by the Carnsgie
Steel Co., a subsidiary of the United Btates Steel Cosporation .

[Bas!s of' tablo: Avexsze pre-war capscity, produotlon, ratlo production into cnpacdty, and average actua

produc fon) )
Number ' Aver Average | JRotlo
shom | Nam o procuct maouiae: | BioSr | DS | 0S| pouywar | oo o | 192
on - 6 tax [ on
payer’s facilities’ asd gl Rt gg&‘&%ﬂ oapacity | ductlon [¢, 5ineco
chart 1015 1915 | fcoount .
RIS
L1 Plguon...... ........ ool 048 0007e 597, 164 1818
‘33 | Bessewerand 0. C. 1 ou..f" - 135.8
4 Electrlcsteel ln ota o8 l,088. 88.63% 2&
8 2,10@ 18, 115.69
10 780, b 573,867]  136.5
13 1,630 620 1,008 g%y
18 ! '102,464) 273
114 2,245,458| 1,837,047, 122.1
lo|¢ 18,888 7002 1.5
131 mum 'Blooms aind siabs, xo.%m 13,%”39 ' %ﬁz
00 an ab3... .-
b4 ry Products Er- ' B
Am.B.&T,P.Co) 423,124 341,370 124
28 p‘?&! and rail joints,
.. 1
Number - e Aversgo | £yyimageq) Bedulred capucity,

shown | Name of product manufac- timated 1923 es- | estimated

ty

on taz- tured by the taxpayer's{ . timated | post war required given value in

ayor's | facllitles ¥ DIC 1oroduction] annual W“’“ oont:

Faiart dtclion [P production] c4Pacity | gofh, llwu.sod

Per oont Paunl

1| Piglron..ticecenecesnn....,/$11,080,884:814, 149, 11, 802, 763 80 80

2-3 | Bessomer and O. O. ingots_”| 15, 101, 0601 16,967, 114| 14,370, 80 80

.4 Electtlcaue]ln o 16,3 2, 16,935 28.1 .2

8 | 8heet and t. p. 1,888, 2,010, '1, 809, 1.8 72

10 lesun!vmal . 579, 650, 625, 86 83

111 | Plates shearod. ...cceceuca.. 841, 842, 834 785, 108, 62 62

1,116, - . 043, 63.1 83

63, 625 47, 668, b2, 7]

2,718, 2,120, 71 n

&4, 68, 52 52

A.B 202, 282, 48

121 Bll)eu bloovmandalaba 12,650,000 13,800, 11, 670, 539, 8t o]
B Foundry Froducts Ex-| . ‘r

chango Am. 8. & T P, Co.| ~ 269,900 336. 287,183 1A 67

.- .28 | 8plico und rail joints, T B L 5
pre-war assumed. .. 217,81 23,013 831,271 66.9. : 68

<

l
1 Eslimntod 1922 todnotlon obtalnad ; uma‘l production for tho ﬂm—hal! year
Estimatad 1923 production whlch i.s 1022 1 per cent. Are avemxed for poetwar excep: item 1-3 gnd 8.
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.. Deotermingtion of value $n use factor—For gensral facilitice.

: ~ | oned | 285 | produc-
Faoilities of production Product productlve valuo m“vc?ty
S - . capacity " | in use’| SPE50Y

factor | °f, s
) ! factos
o : ‘ Per eent
Baltimore, structural shop......... Fabricated structural materials. .ooofeceecnaanes J 48 {eeceinceea
alro: '
!}9!1 Blazt Pigiron 276,000 | 80 231,000
. opm-hegthvmeee, and Bes- | Ingots—Besselaer and open-hearth..| 420,000 | 80 336,000
't ' _-semer qonverte! ;
\ B.oouxglng mills and slabbing | Bluoms, billets, and slabe............ 762,000 80 ! 602,000
mmaneo.........,............ Foundry produetd. -..eeeeeenereens]  L,880] 67 | 1060
" Total... : ' 1,449,660 | 80 | 1,160,040
| Lo |
Ciark mills, merchant mills, ... Metohwt-mm products 4 u
Carrie furnace, blast furnaoes.. ... Pigi . y 80
Columbus.. Pigiron 100,000 | 80 152,000
. Do 0Ot o eenniecnaaarannee PRI 200, 000 80 160,000
Do Blooms, bﬂlals. and slabs... © 180,000 80 144,000
. Do BSheetand tin bars......eeeanenenna- 170,000 | 72 122,300
Total.. 740, 000 78.2 578, 300
A s
I)‘2 uesne plant (Item Noa, 41 and-
3188 fUMDA0ER. «en v eeeeezenee Pigfron 800| 80 000
Opeu heanh fugxgces and Bes-| Ingoto—nessemer and open hearth. .| }:%000 80 1.%.000
uomer conver
ooming mills and slabbing | Blogms, billets, and slabs............| 1,956,600 | 80 | 1,565,000
‘ Sheet and tin bars..... 100,000 78 72,000
Merchant mill products 73,8001 U 000
| Foundvy Drodu%w...?..... 5% 200! o7 1,478
. 5,190,700 | 8.8 | 4,078,475
. . :mog:%g =78. 8% valuse in use,
Thomson.plant (item Ne. .
h.st fUITN0E8. yaermneansoncnns Plg fron, 1 000 80 1 000
Oggg‘l;egor;h furkaces and Tea- | Ingots—DBessomiar and open hoarth_. 11%000 80 xifu,g'ooo
ooming mﬂﬁnd alabbln: Bloonu, billets, and slabs............ 1,200,000 | 80 63, 000
RAIDIS . e.eeseeeeeeneoeennnne nana-um and heAVY. eeveevesnens 1.026.000 100 |.1,029,000
Asshown..... Bplice bars and rall joints. .. 00| 66 200
¥ ateassennenvuensapanas) Egnnd!ypmducﬁ..j......a.v.........‘ . 1&915 67 !&&’0
* Total ‘ ’ oeee| 5,800,0786| 83 | 4,856,000
:%m-as% value in use.
Edith furnace, blast furnace..... aee] fron......
Gmnvme,merchan mills........ - ﬁgmmm-mm producta....... O S . plg RO .
Homestead -
Open mﬁv‘f‘%m and | Ingots--Becssmer and open hearth..| 2,400,000 | 80 | 1,920,000
Blooming mills and slabbing | Blooms, billets and elabs............| 1,784,000 80 | 1,888,000
les universal. .. 000| 88 500
| plates stroctural sha, %% g 5&;%
uergsnt mil prodosteeroers| 00| 71 | ‘17,080
bricated stractural materials...... 6,700| 48 8,080
Foundryuoducta.................. 8,001 67 | 2010
&5, 844, 700 ki 4, 544, 640~
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Determination of value in vae factor—For general fcoilitica--Contlnued,

B
. Engl- on of
Annual neeglc' prodvgo-
“ Facilitlcs of production Product productive | valus" “{,{MW
. - capacity | inuse by value
factor | °f, use
) 4,544,010 .
588700 78% value in uso, Per cent)®
Bowud axle works, axle millS a....| AXle8B.eae.cennncecenciaraann B
Isabella furnace, blast furnace...... PIgIron...ceceeerecnencennan &
Jaiey furnace, biast furnace. . (] cemesasmefenannceanaan Y 1R
MoDonald mills: N
* Merchant mills Memhantamlll products. 211,600 71 .. 150,000
C BhelpmillB. e cciaaiaianes] BROPace i cnieinnae. 144,000 { 100 144,000
Total.ueeemnncnncanes : 355, 600) 82.8| 204,000
32:;‘ om-BZB% volue in use, b A
McCutcheon works: 9N S R -
Rallmills......... s, light and beavy . 1,6001 100 | . 1,500
.+ Universal mill 4Pl ates, universal ... . 1,000 89 ‘I’ 880
8tructural mills. Heavy structural sha; . 12,0001 88 9,970
Merchant milis. .| Merchant-mil} products . 23001 71 . 51,300
BReIpmUlS. . ceevnnancnacunaned Bkalp..... cossernsumane womeiaan cnee 57,000} 100 87,000
POl ieenmeeroraeiase]ucasnnecrscenscresrruasrannresssacanss 143,800 | 84 120, 630
120, 630 St
: 143,500 8% o
Min’go. o
188t [UrNBCeS.n v mncnceareae }’lguo 585,000 80.. 468, 000
- Qpen-hearth fu{gwes and Bes- nsots-—-Bemmer and open hearth.. 600,000 80’ 480, 000
Blooms, blllets and slabs............] 1,031,000 80 | 834,000
Bheet and tin bars... 412,000 72 296, 000,
000 71 7,100
y 100 88,000
. 2,683,000 70 [3,133,100
2,122,100
3,583,000 1%
Monessop, merchant mills. . Merchant-mill products. ... r L S
N ot torn Pi : 60,001 80 | 508000
......... gijon.. h
Ingo ' . 770,000 . 617,600
oouﬂna mills and SIBHEE | Blooms.--: _ ool @] oo
Bumma....................,.. Sheot and t1n baM,.eeecarecnnnenn. 682.000 173 ] 493000,
Total.... eeedoomniebenak eene] _2796,000| 78" | 2,100,000,
2, 186, 000 Ty P g
=78%. ‘ b
o . 000 N ] 4
fen Furasoe, blst farase. ... Pighron,. - ) -
Blast . do. . . L 80 - 1
- Opep: { and Bes- | Ingots. . .89
' semier copverters ' . .
- Blooming mills and slabbing | Bloowns, billets, ovees] 80
Total 80
Painter mills; B
erchant mills. ....ccevecennn. Mmhanbmm products..eececenn.. 00| 7 48,000
Skelp mills 8kelp. 16,000 | 100 15,000
Total 80,000 | 70.8 61,000
g:m-'lo.a% va!ue in use,
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Ditoviitnation of volre o wie fablofs-For gentval Yaoflities—OContinued

PR | l'!!edm;-
Wi, . : . | tiomof
Tt 3 ',.1 et . Annual m' produo-
‘.- Fecllitied of prodncdion ; *. . Produtet productive | vaine. | . 4%
e capacity | inuse | SFecyy
L n 180
’ r factor
haron: ey ' Per cent
Blast foguaces........ Pigtron.. ; M 95,700 | 80 76, 000
Omgtwml naces and Bes- | Ingots—Bessemer and open hearth..]  160,0001 80 120,000
Bloomlumlﬂssndnhbbmx... Blooma.hllleta,andslaba........... 120,000 80" | 200,800
AP MUIS.. .o veeomeenrnariananas Bheet and i bars..c.eeceeneneenn..) 000 72 200
Bkelpmnh 8kelp.. %000 100 - %ooo
b \ HY . N .
N :rom. caeeysens . . 491, 700 7.7 . 801,600
T L _ -
: ‘ ~ 1,700 70 1%:
Schoen stecl whesl, rollod steol | Car whoel.....-... S 52 |eceeenieen
wheel mill, : ! . .
Wc unlon wlils, Pittshurgh: . 4
mﬂls......._...B.r? Plated, shéared....... 48, 000 63 20, 800
Morchantmlu eensanen Morchant-mill produc! o} 7 58, 750
.7, Total . Ceecmeneane ceecnnan _ 123,000] 6%.5| 84,55
v o 13’,%"37375-
Upper un!on mllls. Pittsburgh:
Plates, universal...... 88 80, 000
8| i
8 | 270
. 81 225,660
81, 2%‘ . .
ooo" TN ,
mwer unlb'?nmms. Yonwswwn. o - o -
Y . leen . cevann 1
‘m ouwfown, 7. ’
Wawly. muomml bop . RN S 7 S P .

RISCUSBION OF ‘. VALUE-IN-USE’ FACTORS, OFHER THAN GIVEN IN TABLE XII, XIIT,
. . AND XIV [
DR TI '

’prle V on, page 20, glves ‘the 48 dlﬂerent “value-ln-uae" fgewts. 'l‘he
first 14 of ﬁ)eae factors' apply to proddction items direct.” The engineera have
takon & “valuen:use” factor -as found by: methbds adopted in the previous
th.,pnd set forfh nnder the heading of “ Table XIX,” and made & comparison
betweén the texpayer's “ value-in-use factors” and the Jovérnment’s, under the
heading ‘of “ Table XX.”

Table XX is a tabulation showing the taxm{yera estimated p:elatlon between.
the pontwai‘ production and normal production, expressed in'a * value-ln- »,
fnct.or, nnd the bureau’s estimated. “ value-in-use” for the same item,

- Column 'w!ll be the name of the product; ¢otimn 2 will be; the‘ hyers
‘f‘vglue-ln- factor; column 8 will be -the burean’s adopted * value-in-use”

actor. -
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Tasrz XX s '
) ® ® (OIS o | e
. Taxe e Taxe
. Bureau's f| - . Burean’s
s L L w‘er’s
Namid of peodact -*’33:‘5; ;;‘_’329.‘  * "Nwme of preduct value- ;;1',6‘:‘6‘?,’
S ’nmtt. . - . " mm
R foctor | factor ; fastor | Tt
74.39 80 || Axles 52
(S 80 {| Merchant mill products. 71
HO07 -2 ar whoels. 832
. 5.3 72 || Fnbricated 48
© 78.84 66 {| Billety, blooms, slabs. 80
Plates, .| - 6474 . 62 || F pr 67
Heavy structural shaps......| 63.86 - 83 || 8plice bars 66

The result of the calculatlons for the “ value-nr-use ” factors for the general
facilities is embigiic d urider the heading of * Table XXI.” The ! value-in-use "
factor &dopted by tue taxpayer has been taken from Table VII,“on page 20,
and the factor foun.l by the bureau’s cnginecrs, as explained in the previous
text, has been set ber’ .e the taxpayer's * value-in-use '’ to express the comparl-
son of the. Government with the taxpayér on the various genersl facilities,

TapLe XXI—Tabulation showing taspayer's es’thﬁqted relation f;rr': its
various general facilitics detween the normal produdiion and the postwar
production, and the Government’s * value-in-use” factor for the sanme “ema

O & | @ ) e e

“Value- | “Value- “Value- | “Value.
s {n-use” | in-use” in-use” { In-use’®
. Name of plant .| factor faotor |l - Name of plant factor [ 'factor
. adopted adogled - B adopted | adopted
: by taxs { by Gove- | - R by tax- | by Gove
yer | acrnment payer |ernment
1. 55.45 46.0 BR. 69 1.0
2. B . 15,42 80.0 .22 8.0
3. 5369 71.0 74.39 - 80.0
4. . 1A% 80.0 76.21 80.0
K “ 98,19 78.2 60.35 . 76.3
6. 11288 .78.8 |i 92;. 8haron . 76.68 - 70.7
7 79.00 83,0 || 23. Schoen, Steel W . 0.8 520
8. . %g 80.0 || 24. Lower Union Mills, Pitts. t .
9.. 83. 1.0 bUrgh. cccenecaeonensans 57.16 -67.8
10.. , €0.88 78.0 || 27 Upper Union Mills, Pitts-
11. 42£ 520 [ DYIED. ndcnmnaanzaacas €6.91 81.2
12. I 74, R0.0 {| 26. Yawer Unlon Mills, . .
13 7¢.39 80.0 i Youngstown............ 8.0 . : 7.0
. 78.36 82.8 {| 27. Uver Union  Milly,
15. 76,00 84.0 (4 tOWD.eeecennane 58.59 .0
16, - 7500 70.0 || 28, Wavenly...coeaeeeanionnes 85.45 46.0

“ VALUE-IN-USE " FACTORS FOR THE' ASGOCIATE COMFPANIES T0 THE CABNEGIE
e . STREL 00, L .

As was mentioned on page 21, thig report is divided into:four sectlons, The
‘first_ section: deals 'with the generalitles of all companies;-the second seotion
deals with the Carnegle Steel Co. direct, and the third section with the 14
subsidlary companfes. : : Co . . :

It was considered.in: keeping: with the methods adopted in comp)llngtbla
report t the ‘“value-in-use' factors for the -Oarnegie Steel Co.| and-the
meathods of complling these factors should be taken up in sectlon No, 1, The
“ valp&ln-use " factogs for the Bupsidliary companies are of such a different
chargcter that it fs constdered better:to take them up in connection with the
facilitiey to which.they perthin @nder the.heading of * section 8.” ‘ uo,

If the ¢ d value-lpais¢ factors® applij:to any of the assoclate ¢com-
panies, due recognition of the same will be made; and reference willibe noted
under such heading as this factor may pertain, > : ]



Exmn' C

doet
2
-z >
Tnn I—an mm zm!’ woto; billets, blooms and alabs and rolled and ﬁ-;uhed ateel. Man&factunng capaczty, yrodudum, amal tnerease &
- o . in oapcc#y. raiio of capaa!y!’oprodwﬁon aﬁdawmwl ezpen;ismm,fwmpr '
B ) - mmm?mggfl'wmtom)'_ smmm4WMomm;mwm)
3K T ® ® ® @ & | ® ® .
Yeer - Asnusl pro. | CaPscity ine| Ratio of o Anmusl pro- | Copacity fn-| Raticofesr B
L - Ca&mty ion " | cresseover | pacitylo | Came!ty et | creaseover | pacity to £<]
- : - receding : recedifiz uction
fory oot | Bons) | Bperamt | o o) - | Bt | T3 per cmne £
Pto-wxothdlon B ® indusive: . . . - B R . %
i S 15,915,800 | 11,831,358 < BAS) ATTIR00| 14,130,776 1258 %
W ARSI 16,940,700 | 10,744,867 A0 0 . BL1f AS012600|  IRTE,AB. 340,000 uLs W
7T A e 0,130,400 4185166! 310,30 137 | Wz 1666 184 739,670 S uLe o
o s Womwn WeILr|  NGMD| - MSI| Memom| itewms| w0 lns §
T I 16,748,800 | 13,041,508 gn0c] 128 B m 16,352,080 230, 500 w2
’;f S Lk — T ) TN e 131,068, 620 | . 85,563,461 5
B »oeeenan. 16,32, 700 | 13,422,888 | -7 B w,m,?ao 14,706, 677 e 4§
m’m.mmwms, nctisive: - w,ast00] 17,007,687 wsan | . ws| 20,780,000 -memer| Lesew| 2.6 E
: o 1mise0; 1semo28|  semso| o 17| 20acso0| “@3Lees{ 1,16450 5.6 4
an;: P S b Bneci0| inomess| Mo oil o i0| memem| s 13 §
Y5 Totak.: : f'_ oee| 84,016,100 | 40,204,819 ]... R ) XY R —— g
”_Am A : , 18,005,507 ) 16,400,506 <. 1R8] 2,50,357] 20,162,540 107.0 g .
puhd.lﬂﬂoj indmi : e ‘ R A » A 1 g
§ 'm . v . 18,108,525 | 13.637,506] :zrems| im2l 2xaeesn|. 17,1385 132,500 w2 8
o020, o 18,404 440 | 4,532 656 BEI5| - - 1268 Zioan | Wi 13,800 s
- N Bimon| BoTi| el . s Dauswe! Memie| Sem w2
B ST s 0895543 | 16,720,228 1,31554, . 189 Z’n,g&m_ - 20,207,008 251,438 128 &
T S g7 MY T SN 7YY —
S I tipemeeae] 15,705,570 | 13,120,960 Do 26| 2SBNB| 10,717,08 | 49
.? . - ,._ - S~ - - N . - . - - - 1
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Bt

- .5} Bibets, blooms, and slabs (groes tous) I Ralled and finished stee) (57068 toms)
S = & e B - —— ,,. LI B g e \-,‘l
eu aw i an- w 1w foa - | e | G|
i : . T i al Capacitiin< Ratio of ca- - | Capadity in-{ Ratio of ca-
Capaclty. Anpual geo- | GoECNE acityto . Capacity Anpust gro- | CERSH | Tpacny 10
= N preoedm tol . ons) | N W
i T omSY - | years (tons). ﬁogereent;~ won) {5 Berteon) |- 1o per ce
e Bl .4 o7 wers] wmesloooo b e
i&ﬁg',m l%,852.316 1,251,0874 7. . Lo} 3‘,1431504 glgg'.m 26,80 - 149.3)
15, 426; 14,761,980 1 11,284,270 1481 13,806,268 12, 568, €19 187,280 § - 1.1
16,450,000 | 1419107 50848761 < 1188| 14062316 12374833 368,073 |- 113.8
16,903,600 |. ), - 512,700 - 168.6 } 14,89,6357  9,CM,5i2 472,29 § - 161. 3
16, 619,602 14;386,‘121? © Y3400 . - 11L6 13,838,387 || 11,762,820 703,148 117.8
2 97,703,763 | 78,670,951 |-neiiooo | e3807,87 | 65,808,801
Average O 16,Z57% | 1B,1LE |- ..o . 120.2[ 15,982,990 10,978 140 |- 127.4
‘Wi od, 1916 to 1918, ibclusive: .- R

T pmm) pme) amel @y pmm) osam el o

1918 S 10,458,900 | 18,730,143 710, 900 116.3 | 16,104,000 12949453 207,357 116.3

Total : N 56,000,900 | 52;027,162 : 47,461,505 | 44,233,186

Aversge - 15,8609 | 17.642,387 .o ... 108.0| 158%0,08] 14,751,062 107.2
Postwar 1019 to 1925, inclusive: s RE - - :

e period, o 10,2500 | 14,653,363 | 113490 1319 104,6101 11,997,935 50| 143
1929, 16, 356, 700 17,023,842 -1 68, 300 113.1 18,113,818 | 14,228,502 .1 113.2
1921 - IS | gesLels | 11,3888 2020 15582803] 780tec| 4000 210.7
1922, : seest 18, 50) 15,348, . A3% 120.5 16,829, %1€ 13,735,331 133,678 140.2
023 19,005112 | 18,642,085 |- %m : 1020] 16673,008] i4720,489{. - M2878] .- 1132

Total I 93,090,927 | 74,529,835 |.. - 81,983,630 | €6,508,57 |.....
Average eihrenns BREGIN | 14,905,985 | e D 181 BWGEE BUBTE..L. T 1.8
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;- MR D-Gmuu-rmx OF \'Awb !ersb P
VN2 2.—J’alua M uu as computed by m«ww—iaa unit. mglﬂeeu ;

T e s ’, . Stéal Biljts,

. * | pigtron . bloomns,
W S i 1ngot3. | and alabs
1931, product! e V s,m.m m.@iaao ’&T&T 616

bl 02! .......

xmimtmmd i il 11,060,384 |18, 101,080 | 13, 350, 000
umted pmductlon.. ae- \ 3 14,149,649 ! 16,987,114 | 13,800,000
Total.... #lesraiannemsnaianeisarianannaneseensiiol 85908 295 | 48,110,000 | 35,011,616
..... ledvasmeinpoeaness] 1,808,765 | 1 0001 11,670, 850
Avemaemiocupadzytoproducuon(peroent)....‘-:..'. ............ 11518 "%5 - ml’h.?
war capaglty. .. : .| 14,840,850 | 18,002,860 | 14, 4,800
(TN ?f..y ..................................... 18.23&_340 z&'%m 1;:900.816
anueinuw-xmmmwémypmwuuvadty(mm).. o8 I 2 I

!Enorlnea!uww,dmuwbolau R et

Tanrg . 8—Value, m tige oomputed acoord{ng to formule used by {nocome tam
ggg enginaerdme. but’ usmg owtual z)mduot«on for. 1991, 1922 and 1928, (md
capd .s'-

o .ok

. ~ st | JDillets, |Rolledand

. fron | . blooms, | finished ;

i i ;m | lokots | angslabe |  stesl
lvmmoducﬂox : . "a,%w 10,091 636 s;ax"fs;e ' 7500 308

il -| 12,027,163 | 16,054,500 [ 18,248,049 | 11,785 331

193 Droduction . eenpeusraeapeanssamains xamlm a&%‘:m 1&%0@ u,;g?‘m

Total. ... Seiemrreasorsene Ceenees| 87,434,080 | 47,254,112 | 42852,680 | 34,807,134

AVEIAZO, e eeianrccaietnnene: eepees] 19,478,914 15,701,371 | 14,284,310 | “11, 458, 711

Average ratio eapacity to product! 1910-1015 1814 1,254 1,281 L%

BT OOPOEarigerecanerenisannsinnsn.| 16,438,877 | 19,784,750 [ 16,012,280 | 14, 504, 678

Nor capiifyeres copaclty el I A eh | B o000 | AT 0k a10 | 1060%0m

Valus i 180, imeieesnsseionen - ;;‘,,émém.. o8} . -e8| .i06f = ea1

Taney 4—V¢mw ‘413 uee: oonmmea gocording fo forwmia used by dncome taz
snit engineers, tut ueing he’ average of ‘1981, 1922, 1923 acmaz produo-
ton and; 1919 vapaom a8 facton : ]

1

Billets, |Rolledand
Pigtron | Sheel . looms, | flnlsbiod

t

. , Tons* |  ZTons Tons
Neoessary pecl asd mmlnodl Table3..] i6, 438,877 | 10,764,789 | 18, 013, 380 u.mm
lomcamd?yc s capacity s de . 13'.1&9.535 22,186, 600 13’,322’,000 16, 104, 010¢

Valuein use...... i _ iesmemeecporoent..| 00.5 803 2 0.6
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TasLe B.~—Value in use computed according to formula wsed dy {ncome itaw
unét engineers, btut using aotual produotion for years 1919, to 1928 inolusive,
and 1919 capacity as factors

° Blltets, {Rolledand
rigtron | S0 1 biooms, | fnished
. and slabs steel
Average act m“"%“
Rwocapaoﬂy ucﬂon, 1910-19'1'6'.'.'.'.'::::':.:::‘::‘f “nae|T L
notptdty. eiemerinirnni of 47
s R
vnumuae(pumw —— ";“f’“@"'
. s Nk

'mau: 6--Valu¢ [ ucc oomputed cwobé'm

f .
unsé enaimms, but u.mw actual pmdumtm for- 19,
faotora i .

T

"“:éi%“"“mnwmw%- SERNTETE s Ay B -
lm ; i o ,'*&ﬁg ‘é‘{}}g
wmmﬁl‘dife’f‘ e L ks
%mxmwm L WAk v LR 1 ¢
m : cerfusen "'-x'%wo i
Toar, e R0 | 10
Avolzo“ 1 m&n liib'-iiu o ' honbted [ gy
TN TT Pt S s BRPS 174
smem.vmooma.mm mmnem‘ls. 3,060): : R BN !
T v
Average Yatio BRLIEY (0 produstion, 1910-1015:
Loaeet © 91G-1916,.. -~
Fala de m:%“ 'g.., mm’mum.m
‘im' » : y

et s
Imm“tlooapadty m‘fsmon,'mo-xm
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1168 INVESTIGATION OF BUREAU OF INTERNAL BBVENUE

ExamIr G.—Production, all products, 1913-1928

1923 1922 1021 1920 1919
Ores_mined Lako Superlor reglon (iron
ore) Missabe and Vermilion ranges,
Gogeble, Menominec and Marqueth
ranges. Southernmgion—Alabama (iton |- Tone Tons Tons Tons
ore) Brazil, 8. A, (manganeso ore)... 31,015,100 | 21, 77& 179 16,647,881 | 27,021,009 | 25,423,083
Limestone quarr §71,49 { 5,633,180 | 4,607,486 | 5,881,022 | 5,835, 289
Coa) mined (for use in manu!scture ol coke X
for steam, Mg othef purposes). .. ... 35,289,001 | 23,203,471 | 21,627,030 | 30,828,334 | 28,803,123
o mm“ w‘ w °vm‘ by 18,837, 631 | 13,237,008 | 9,825,204 | 16,208,111 | 15,463, 640
Bﬁ&: tumm o'd'd"'('éi&'frb'ﬁ,’ 'iﬁx'e'g'il',' ! ! PO P
304 ferrcolloay. et 16, 729, 220. 12.027.163 8,678,262 { 14,582,646 | 13,637,503
“‘ﬁ:&“““’m“"“ omer Ingiis G 2,320,650 | 16,062, 385 | 10,066,347 | 19,277,0c0 | 17,200,373
R?nog“ ‘a0 ok nnhh e s products | 71030 | 1720,
1,640,000'| '3,225,000 | 3,460,049 | 1,400,016 | " 1,361,358
715,244 | - 673,000 | 400,767 1,oza.m ‘675,020
1,783,846 | 1,410,414 255 | 1,750,283 | 1,678,360
1, 204, 305 ’mg',m, @am 1,040, 619 's%
8,007,602.] 2,456,915 | 1,125,901 686 270,711
1, 663, 083 ﬁx%ou 93451235 %%ﬁm 2’192,0'582
318,518 { 188,485 £3,232 | 254,968 161,
1,636,680 | 1,404,653 | 915,651 | 1,767,141 ] 1,435 439
; . 1,714,457 | 1,600,321 | 1,024,502 | 1,610,281 | 1,881,815
. Finlaked structitral work ... T 458603 'ﬁfim ' o '.1,.‘,’; ' 381, 704
sﬂa barsand all othee nts.] ° 288,118 218, 108,397 235,013
8, Holts, nuts, and rivets... - 84, 453 73,83 80,291 [ 39,000 .
! Bt e Toedm| . WAl ior| meio|  ses
¥ ool and tron prodacts” 22 11)  en,88| [ eadu ™3| ex416 91,910
Total ... . 14,721 460 | 13,783,381 | 7,860,334 | 14,228,602 | 11,007,935
Minoallanoous ProductS....eeceeaicacaceeefocasecaenzacliionana. [ TR R N
64, 208 0,818 83,426 63, 45,840
8uj mummnm , 36,009 32 2,409 £0,201 85,197
Topy 1axbas!c h hata”.......... . 15,748 16,513 14,828 14,683
' 8o ommonls. .- et 153’.000 mg',na 117,408 ) 708 1%2:0
Ammonla ogsa llquor) ..... 2,528 3,81 3, 5,803 2,313
BM o 143,312] 19,373 | 113,354 119,109 107, 59
i : Borrels | Berrels |- ' -
Unsveml rommd oemem‘. ................ 14,400,000 | 13,168,000 | 12,499,000 { 11,000,000 { 9,112,000

) Bpel%h



INVESTIGATION OF BUREAU.OF INTERNAL REVENUE (100

Examir G.~—Produotion, all products, 1918-19%3—-Continued

1918 1017 1916 1918 1914 1913

Orec¥mined Lako Superlor on

(iron om& Missab? und Vermilion
3 ogebic, Menominec and

Marqueth ranges, Southern re-

A_'(mmmub‘m%ag%m)M) Breall n% o1, 70 760 (83, 360,169 (33, 650,876 |17, ok 901 | 28 79n kot
11686 OF6) . .

Limestoe quarried. . 5 141,365 | 6,494,017 7,023,474 795.926 4,676, 479 0,888.609
Coal mned oruselnmanu!mmeol ,

S oa steamn, gas, and other pur- {31, 748,135 31, 406, 823 (83, 768,881 |20, 638, 483 (21,162,303 | 80, mm
offe mishtired (besiva vvars, |7 v I ‘ ' g

by (07:) S 7.751,@6 17,481,676 {18,001, 062 14,600.8!8 11,173,014 16,663,490

Blm?mnmplodnm(platmn Sple-
«el. forromanganess, snd f

svgendeansavassa

. 15, 940, 934 15,63&925 17, 607, 637 13,«'1.503 10,052, 457 | 14, 080, 780
Steal {na'ot oduot (Bme . . -
......... 19, 383, 463 |20, 285,061 {20, 910, 580 (16,876, 692 (11,826, 476 | 16, 656, 801

Bolled gud otlmt P prod-
Swsl mlls (heavy and light tee
and girder),.......... veesousss| 1,471,508 | 1,504,108 |.. .
Blooms, billets, slabs, sheet and
tinplate bars. ... 1,489,737 | 1,692,348 afee .
Hoavy sirictiral shapas. 212 72| 31079, 001 | 1,008,607 S A
eavy structural shapes........ N .- feecmeanan.
Mercgant bars, noo‘i?, skelp, T
'l‘nl; }nsha ) eto.. 2.:%%792 f.az.&%g eeenaens
ng an N NN I
Wire rods.o b 200,350 | " 267, :
1,445, 567
1 119
’gggjaso

145,305
67, 814
' 141,480

g

wheels 84,
-»Sund.ry ateel and h‘ou products.. 334,356 11,762, 639 9, 014, 813713 374, 888
13,849,483 114,042,011 |.. e oee
41,78 67,418 55,808 32,031 28,031 30,424

43,0427 T46,263°| 38,8777 80,218 33,820
11,574 8,618 |..

B LT

Benml ptoducts . . . -

’ r Barrels | Barrels | Barrels | Barrele | Barrels
Universal Portland ocement............| 7,237,000 {10,017, 000 |10, 425,000 | 7,648,658 | 9,116,000 11,197,609
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et EREEN He=~Copital eppenditures, 1910-1929

4 wwu..ﬁwonumommw SngRs398kse
S | EEieagEdEsEeds | | gpggdediededds
B2 | gsfsgegagseed | 2 | dgiiiaaaccin
E5 | goaes mmammz G ..m.m m& SRR
o wnunmswnuomnom g5, | ens ST
§ | S3ucusddsssnes | 22 | gidgizecagsans
R 57 | 2dsandagnddes
=3 “-lollﬁl folcloleld 3 M.mm “l»nnuu Ma...-h oqoncanﬁl
nu SRASNIIRSBRBS mm 233 RRRE2S
32 glag3szdnsaasg | 28 %mmmzaammmmmm
5 SenqdRseggane | gF $edissantang
Mn. = gt L " . &&.m.&& -
. ma «uwwa&musw Cel ) Pimeiiii
B mmmgmmmmmmmumm ERE fggii
S5 | gouEsdndacigee | 22 PEg il
mw m&mmmummmmmaw g m mmm&mm m
883 | 892888822 | 3 o
S5l | sggesgmgaieii: | 08
3E5%; | SEsedediddgaes | 4
R mmu&u,m.uxlm g
g i g

o

s,
1016,

. BUMMARIZATION

HEL EEgagssasse
|1 | i
3 | Eecasaunanee

- £ | goenaeeasnges
a M&&mmmum& 58S
3 fiisggiii
B iag il
S SHHEN ]
£ mnmmsmmmwmmm
152 | dsmtgsnieee
8% | gevadedeadnies

3

§asddszasssnns

4 8hipyards,

$ Creqit.

3 Ocean steamers, $22,858,630.94,

1Included in manufacturing compantes,



Exammr I .
Facilities of the United States Stee} Corporation, 1916 to 1923, inclusive )

Steel works Rolling miils C ‘Wire mills

Num-| Blast iz, | smet Hot | sheer,| and | Pea
um- 0 an
Yoar berof| fur. | BeSSe-] open | large | bk Ul | shear-| Btrue-| wie Mer- | D% | job" |rolling] Wire and Ropo
works| naces cone {beszth lets, | and Rail sal od | tural T0d Skelp chant | plate bing, | mills [ draw-| Nail ; waven|Spring| olec-
far- | O milis plate | shaj milis by and | for | ing | mills | fehce | works
vert- | sheet plats | B0 157800 | mills mills | “for | 06 | eomm. | mitle e trical
ers slab- | bar milis tin- mills | jess part- works
bing | mills ning tad>- ments
1985 eeeeeaeneee| M7 120 35| 212{ 48f 1] 11 ol mi- 13| 24y 1| 78| 4| 7] 10| 2| is5{ 18 3 5
129 37 328 48 4 11 2 12 13 24 15 8 217 156 .14 b~ 14 2 2 8
Ja4: 3. 3B 48 14 11 9 M4:. 13 b 15| 88 ar 1564 .18 - 2 4 2 - 3 5
24 38 334 49 I8 11 ] 15 14 241 15 87 218 185 i6 21 14 2z} 3 -]
~126) 88| #8| 49 15| 20 9l 15t 14| 24) 14| 8| 22| 180 w{ 2| 4] 27| 3| 5
‘13 .38 333 49 15 16 7 13 14 241 " 18 88 2 155 ‘18 (2210 .14 26 3 ERe-1
1M 381 27 43 15 ie 7 13 ‘13 2 ‘18 87 218 156 18 2 14 % 3 vE
- 1M 38 &30 8 i8 8 7 12 13 25t 38 85 218 b g 18 Bl 15 -] 3 -]
3| 8| m| @ 1 8 7{ n} 13[. 25| 37| s2| 28| wr|] 15| B 18] = 3 5

4
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¥
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Exemprr I—Continued

Facilities of the United States Steel Corporation, 1915-1923, inclusive—Continued

Pipe and tube Gaivanized . Rallway
and tinning . equl Marine equipment
works Bridge| OePartments Sggca Spiks, D&’;’E' Tron, pmens
Mis | BHCE m Tont | stoel, | Sul-
Year calls- | e and | am cold- | 308 | piate |Cement| Ware- .
Weld- | Seam- | noots | oot |Gatvan Tin- | JAE | bolt | foes | brass ofiron | plants [housee Mis. |-
ing lesa y plants plants | izing | ning Joint | facto- od- | foue- plants Looo- | cells- | Over- | Great | Ohic
%Ise tube dopasi- | dopact.| S00PS | 7ies P | dries mo- | neous | sea | Lakes | River
- ment | ment tives | equip-| trade | trade [ trade
naces ment
48 3 37 20 30 20 5 5 5 2 12 8 68| 1,303 | 82,185 9 ol 98
48 3 41 19 31 21 3 5 3 b3 i2 ] 67| 1,374 | 54,308 ¢ 104 113
481 .. 3 4ai 18 -3 .21 6 5 4 20 12 5 8- 1,352 | 56,380 {- 94--168{. - 138
48 3] - 45 18 30 21 5 5 4 21 2 5 6| 1,421 | 81,990 7] w8} 188
481 3 4@ 18 20 21 ] 51 4 21 12 -3 961 2,443 | £3,258 71 W8 260
48 3y 43 i8: 30 20 & 71 4)- 27 12 5 <151 1,470 | 63,980 23 66| 273:
501 3;- 4. % 30 =20 ] 7 4] 22 13 5 151 1,477 | 64,408 4 108 | 288
R A W 3 42" 8 31 20 ~ 7 7 & P33 12 -5 15| 1,488 | 64,144 351, 121 202
@) s @ w| 8| 10 7 7| 5| = 12| U8 | Lmerlenism| - 3510 103 8-

1

NNIATE TV NEIINT, 40, HVEING . 20, NOILVHLISIANT
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Bixursir J _
Hxraor YROK 1020 Rerosr Usrren Sraves Sraar GORPORATION 70 SToUKHOLIEAS
o g MANUFAOTURING FROPEBTIES
Total expended. during the yoar ’ $87, 677,829, 18

. Carnegle Steel Co, work completod: Homestead works—I25-ton pouring
crane dt.};pez;;hearth plant No. 2; roofs over crane ruuways in shipping yards
at 28-inch bidoming mill' and .35-inch ‘strvictural inlil; run-out table and billet
transfer at 28-inch blooming mill; universal boring, drilling, and milling me-
chine fpr armor plate; increasing heat tmat!u%'cgg.aclty in armor plate depart-
ment; office building énd comfort station’ for .30-Inch, 42-inch,.and 128-inch
mills; @0-ton locomotjve crane, Hdgar Thomson worke—Additions to :blast
farnace C} extenslon' to facllitles of ele,&trlcal, repair shop; néw roof on pgwer-
house; bar pller for No. 4 will. ' Duquespe works--Rebuilding. blast farnace
No. 5; additlons to cast house, holsting and charglog facllitles, and pipina. at
blast tornace No.'6; 6:ton electric ferrosilicon furnace in cast house at bimst
toyngee No, 2; Ingot scale at soaking pit bullding; bullding for blackamith and
babbit shopa; enlarging cqr. répair shop bullding; extending pouring and es-
cape platforths. in open-hea¥th plant No, 2; convealence building for. open-
hearth department. Carrle furngces—Additions to blast furnaces Nos, 8, 4,
and 6; gas-washing equipment at blast furnace No. §; new. power-statlon build-
ing: '16,000-kilowatt turbogenerptor with bollers gnd duxillary equipment.
Lucy furnaces—20-ton locomotive crane, Isabella furnaces—New bullding oyer
plg-casting machine; 20-ton locomotive crane. Schoen Steel Wheel works—
Adcﬁtléns t0:30,000-ton’ press; 2 'cutting-off machines and 1 lathe for forging
department ; 4 dtandard gauge cara. ' Painter works--Additions to boiler plant.
New Castle works—3 new hot-blast stoves at bldast furnace No. 1; intake apd
well for water supply ; conidenser and nqleml supply pumps at blast furnace ?ﬁ,
1; locker, wash, and storage rooms at blast furnace No. 2. Ohfo worke~Con-
denser for ‘40-Inch blooming mill,engine; steam shovel. McDonald workg—-18-

©

inch' baud mill and 1C-lnch hoop miil. Mingo works-—New ore bridge; intak
at river puinping plant; storage bullding for brick; two 25-ton locomotive
crangs. Monesgen works—-10-ton Jocomotive crane, Bellaire works—32 elec-
trle locomotive for coal-mine operation. The coal dock and storage facilitles
at  Wilson, Pa., and ‘the maxine ways on the Monorgahélg River at Coal Val-
ley, Pa., were completed, For river trangportation there weré acquired during
the year 1 steamer and 1 tugboat,. Land purchased—81 acres at New Castle
works, 14 acres at Ohlo works, additional reservoir property in the Shenango
and Beaver River Valleys. .= . | - coe

Work In progress: Homestead works—six.125-ton popting crapes at open-
hearth plant No. 3; steel ladjes for open-hearth plant No. 8; additional cinder-
hangling facilities at open-bearth plant No. 4; hydraulic pumps and pressure
system. at 32-inch slabbing mill to serve’82-inch, 72-inch, 84-inch, and 110-inch
mills and open-bearth plants Nog. 1 and 2; extenslon of gas mains for natural
ga8 and by-product coke-oven gis; motot drive for 88-inch finishing nalll ; 1,000
Ekllowatt motor-generator set Yor primary divect current siation; restaurant
bullding. Edgar Thomson works—Greenawalf sintering plgnt No. 2 at briquet-
ting plant; reconstruction of stockyard hunker and larry system at blast fur-
naces; extending electric stock transfer system’; new condensing. equipment at
blast furnaces and No. 1 engine room. Duquesne works——Rebuilding blast
furnace Nﬁ 3-and stock yard; remodeling 3 hot-blast stoves at blast furnace
No.. 8; coal-pulverlzing equipigent .for electrode factory; extension to inspec-
tion bullding at ypper works, Carrle. furnaces—Entrance tunnel to works
under, railrond tracks,. Schoen Steel works—Additional wheel finishing equip-
ment for upits Nos. 1 and 2. .Upper Unlon. (Plttaburgh) works—Crane run:
ways angd electric overhead traveling cranes for yaw material stock yard ;. gen-
e,t'a{ office bullding exiension,  New Castle works—Dry-gas. cleaner ut blast
tuﬂgc& No. 1. Ohig. works—-New holler plant including new building,. fou
1,800-horeepower hollers and auxillary facllities; reinforcing bin system. al
blast. furnaces Nos..1 fo 4; fiying shear at 23-inch billet. mill. Miogo worke—
Dry-gas _cleangr. for, blast furngce No. 3;-3 hot-blast stoves at blast- furnace
No, 2; ﬂrep%)ot, storage_ building. - Bellaire - works—Hmergency hospital, em-
ployment, and geéneral office bullding. R . -

92019--25-—pr T—11
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Tlnois Steel Co., work completed :: Soutivworks—~-Additions to blast tnmaee
No. 1; 100-ton ponrlng crane at open-hearth plant No, 1;: 4 additional soakin,
MIM& improvemeats to: heating: Yacliiies et slabbing: JAL; Hantry: crane 8
slabbing mill billet dock; straightening machine in stmctural mill ﬁnlshlng
end; sanftary bulldings at blest furnaces Nos.:8, 10, and 12; 40-nch slabbing
mil’ and blacksmith shop. Jollet works—-Additions to blast furnace No., &;

equipment ton production of ofl tempared track bolte. mmd phrc aved—-84

TP T BRI e i i e o
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pa&tem storage glialui g ; mbt?ﬁ #&l-mlne Dlijne ; sutomatic bolt heading
Work ln rogi\ess Johnstown works—Extendipg 1mn e.hd:swel toundries.

atimml ’h‘% i‘ cohn leL Lorgin‘ Wo Ry—Additions to down

raw-mhteﬂm bnlldm st I Nq. 4” ,additlpnal Kl anﬁ bqiler unit ngrzzfn
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15-ton ‘érdne,

Nat{onht ﬁm "o, woxfk ‘o netad-":mxoim wom—nebuuafng biast
furnade’ No. 8 tiiichine tools' rox' coupling 'ta gral’ mashipe shops
2011 ‘15:ton tocorotive l-ennes. Chidat g e . workh— ew ‘welittug' deﬁathﬁedé
16F pipd 20°t6 98 inchen dmgnetar, weldlyig sh ﬂnislilng ahdp, snd
am"g;i ”é"oﬁ’é&““ i 31&5’-’-‘-%” eqﬁ‘ é‘;%"hn’ rﬁ§ish& ¢q lp et - and

éntal on plng uipm
m&nhgqméﬂt -0f ‘conp 3 sHb 35? Peﬂhsylv Me Works—1%o’
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equigident for butt weld m;ns Nog, 1'to B"bhan fig bte wWeéld, mills Noa, 1
<8, and 8§ from stesin’ t0''qldetrie dejve: '1640n' locottlofive ¢rane. ' Bliwood
orkqa—-',l‘hreadmg ‘departmenit for No; 8 fiot milY;' piachine tools. Land pur-
chitsed—~Bite for mwill offices adjolning Natlotial ‘Works at McReesport, Pa

Sixty-five steel underframe flat cars were bﬁic‘hﬁéed for petvics at' the varions

works, [ TN
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equipment—280 opter,cars: | K cars, Lana _pupchased—Site"
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*“Donora’ Zine, €6, work d})lethd " Donorg ’works-é‘-}sddmons-td vine. refining
rmm- autoniatic ore han ing tacilities,
Wdrk RL pkogress anora ‘vmrks-smt-bﬂng plant for’ recovery of’ furnace

dae, -

Ameﬂcan Shget & Tln Plate’ Ooi, woik comiploted ; Gary works, tin mill—24
additional tin"niills and auxillary facllities’; 24 mechianical doublers, Gary
works, sheet, mill—Increhsing capacity of annéauns turnaces at Nos.'l and 2
platé mills} geréd inotoe. drives for 8 sheet mills. Vandergrift \works—In.
crédsing handling ‘faciliiiss in open jiearth dé ent, inclyding two 76-ton
¢kanes and six 50-ton’ Iadles, Shénengo workis—8toker eqnlpment: for 80 hot

mill ‘furpacés;'10-ton ¢rane for’ agsorting ‘room, boxing department and wdre-
housd;' four’ méchanieal’ d{l blers ‘abtoinatlt sprinkler system' for fire protec-
ﬂon. g Nag; Casgﬁ Kor equ!pmént for 20 imt mill turnaces, tractor

l‘; boshes' i‘rom white pickler to tih house, Wood works—

two 24-!nch hot milla'; lmbu;v fagl!l%it%s lfm' nandlin cut’ bars grlnligif xbvaltl%r

f¥igerator plan cotfdale .works—Krnergency hosp uild-

‘*Pl M o ténslén to power housé, butlding; addltional 200-

k. w. denemtor welratb bflding. . Sabraton Works“Alr coplng system 1n tin

bousa s commuﬁrty hougé, Wellvidlle worki—Auntomatic sprinkler system for

e protecuon, four, stesl hoppar cays, Ohester Works—=Additional facilitles

26r manufactuze of black plaz‘e 0Ver works—-E ision to boilér house, con-

crete stack and §50-h. p. bolléx ; ehlar, anneanng bundlng. additional staxd

of cqld. folls. _‘ P lm wo kn—- ech nical feeders ang i;r cooling system for

Emergency hoap tal bulld ng. Gpern-

soy woxkn-——ly oF R%!'my hohp!tal l}uild sed—7.26 acres for resi-

dendl, pro)x anaergrltt works; 504 awres a ohung New Castle Works ;

gegom %l dacen enango WO, feservoir property in the Shenango and
ver Biver, valleys,

Work in- pro;l‘gss Gq Wox‘ks‘ sheet mlll—M(nor drive for finishing stand

qf. No.'2 plate mfll,., Vdndprgnlft workq—New plck]ing and galvanizing ‘depaxt-
meut bulldings . and cequipment; new. mill’ engines and drives on hot mills
Nos, 1 and 2; xeplacemeqt of bollers fmd equlpmegt At No. 1 holler house; 19
dwelling hduses; Natlonal , works— rlnk 18- watd tF system with refrlgeratln !
glnnt. New Castle Woike-—Extension * to. power-houge bullding; addltlonal

00-kllowatt generator. Wellsville works—-Eleatrlc ‘tractorg for handling cut
bars, Laughln *~ worke—New. . carpenter shop hullding; welfare bullding,
Aéina-Standard’ Works—3 mechamcally operated gas producers, La Belle
thksmM nical . feeders and_ air-cooling system for tinning machines.
ha Plate ‘Cp.~Work completed': Sharop - works~—~New ‘storehouse
bullding; 42-inch roll lathe, 15-tori l6comatlve crane.
buv&:ﬂ;k in progress: Sharou works—Extenqlng bar storage bulldlng, 2 scrap-
ndling- presses,

American” Bridge Go.e-—-Work completed ‘Qaty works-—l50~ton track scale;
fuel-oil storage tapk., Ambrldge works—-&slew ,annealing furnace; and blast
equipment in foundy clqantng shed ; two 5-ton dseembling holsts; lavatory and
tollet building .at. shlpphiz yard. Pencoyd ‘WOrks~-New carpenter shop; roof
trusses in 28-!neh d Iccker room for 12-inch and 20-inch rolling
mills, Trepton workéu- ew br dge ‘shop,’ power plant, ayd anxillary facllities
to_modernize, plant.. Land pu sed—1 acre &djolning Pericoyd works,

Work in progress: Penco works’—u\ddltlénal electric generating capacity,
Including 1,600-1(1!0 “3* ,turho-generator, "

.Unlon Stesl Coq (). eomp!etéd' Donora, steel Worka--Additional boller
capacity. at s pow r plaiit; enlargin % aking pit urnaces.. Donora Wire
works—NeWw undat(on or’ 16:tich roughing train at Nos,’1 and.2 rod milla;
steel treating tanks for ‘water pnrifying plant; sanftaky’ boilding. Farrell
yarks-~—Rebullding 8 o -heart.h fuynaces; 20-inch water lne in open-hearth
departimeént; carpen pattern making shops 2-story, hoipital; employment
and assembly nall bul lng, 2 switehing tocomiotives; 8 side dump cars. L‘ax;d
nurchased—~Nite fol new office hutlding at’ Donorg Steel Wor '

6rk In progreas; Donora’ gtoel worke—RIvér ‘dock and crdne hnndilng fa-
cllities, for river shipment of billets, etc.; ore thawing equipment.” Donora wite
works—-Aadluons to uer plant including B80:h, p.batler; rooming héhse for
psoyees. employmen l? butlding,’ Farrel worke--Reconstructlon ot
blast furnace No, 25 co I nand ng rncnmes Ht boner house, Mercer Works—
‘Waeh ‘and locker buuding 650 men

'Oralrton Steel Co.-—Work pleted C.alrton works—-—Enlarging office buitd-

ing; 15-ton locomotive crané ‘
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Work in progress: Olairton worke—Equipping 6 bleoming mill bollers to burn
coke.breeza; 20 flat cavs for open-hearth department, - . ... . . . ;..
Olairton Byprodugt Coke Oo.~Work completed ;. Ql&lt&pn works—Concentrated
aumonia plant; evaporating, m;lan.t for waste liguor; 2 quenching cars; steam
ghovel ; 32 tenk caxs for.benzol, . . ... . . NS v
.. Work in. progress;. Olairton works—Chemical. fire extingulshing system for
bengzol plant;-i‘«’-t,anks.for. tar atorage, - . i e e o
Federal Shipbullding Co-—Work. completed ;. Kearnoy yard—~Extending 8§
shipways. with..concrete constynction; extension to copper and sheet.mets}
shop ; motor-driven planer; 60-iuch high duty.unginpe lathe; additlonal machine
togls ;.30 ptepl underframe CBYS, . ., .. .. o, . . 1ot oo
-Work In progress : Kearney yard—10, 1,000-ton capacity floating dry dock and
anzillary fagllitigs ; vessel outfit shop; .extenslor ' 3 foundry bullding; fuel
oll storage tank; motor-driven alr compressor. . ... .. ., - . ..
. C,’s.nadian Bteel Corppration (Eid.),, the marine, slip: and, unloadlng . dock
at Qjibway, Canada, wes practieally completed: Further progress. was ;ma.czg
in, the consug%ﬂon of the 4 blast furnaces, & fleld fence.hnilding and a general
hine ah‘)pcui“m! 4 ;;Ra)jlm ,,"cln T ft 1 . .'l‘l:'vy."‘v‘; '):Fwnw
‘ennessee Coal, Iron &, a6 £q, manufacturing propexties—Wark. com-
vlated:: Enslef., work&v%dglﬂm to- blagt. furnace. Np, ﬁ:rmcrmm& 1 boller
capaclty at blast fyrnace, No. 1. gteain plant; extension. .to water. glre 3
system at lgst furnaces ;. equipping, oben-hearth furnmces to burb.tar as fuel.
Ressemer furnaces—Equipmert of blgst furnace No, 1 to make ferrpmangauese ;
additions to blast. #nrngee No. 2. .. Ceytral water: works—Waste, water rcgvey
plant and puniping station.. There %ere, pgr aged, dubing.she.year 3 awitdh
locomotives. and 30 steel coke.cgys.s A on gt‘:ﬁcks‘ wéxe  acquired . for
operations betwean the steel mills and the ore snd ¢pal.mines. , . =
Work in progress: Bpsley works—Yiry, gas cleaner. for blagt tq:nace.xgg. 8
new bins, and track trestle at botiom bouse; scrpp sheaping and, handling -
fagilities;. reconstruyction of emplo ie:p’ ;quarters, . Bessemer .xollipg.. millg—
New motor-drives for 12-inch and, 1¢-ineh mills, = .. " B A
se_Ore, coadll,g andgl l}ime:.tm%% . rqmg:leq,‘, X(ﬁ{m comtglgbeﬂ,:,' fshkw Jolne—
werage: disposal plant., ‘Wylam, mine—Ac ons to, pumpjpg plant at.No, .
mine, Edgewatér mine—12 'Xiee’?dc driven mire earg.{),» pg v e s
Work in progress: Muscoda mine—Double drum ‘electric holst; electrle
transmission Hne; 10 mechpnical ore. unloaders.  Vanns quarry—Additional
crashing, screening, and washing equipment.” Pratt mlne—Opening and equip-
ping No;,18 . mine, Hamilton Slope. Edgewater,_mlnﬁ‘r,—mg nglon te elgot;,l,eal
repair shop building. Bay View mine—Additional miue and welfare puildings;
125 tenement honses. Dogena mive—Pumping statlon, . . . . . .,
. Fairfleld 8teel Co,, work compléted; Steel works.—Fantry ¢rane arnd. rup-
way; bolt, nut,, dnd rivet’ shop; extension of unl?sdlng cmugﬂ;pnwny.; addi-
tlonal craue facllitles. 'By-prodiict, coke, plant—154_additlonal’ coke ovens;
enlarging benzol plant, ’ A R R T
Work in progress :. Sitee] works—Fabricating plant for ship and car matmiai;
additlons to finishing end of bar, structural ang plate. mills; pipe and black-
smith shop; runout ’ ble from scalés in plate il shipping bullding. | -,
Chickasaw Shipbuilding & €ar, Co.—~Works completed: Chickasaw Plant—
Equipping berths Nos. 7 and 8 for' barge bullding. ., .. o

S
e

AR .

. .+ COAL AND COKE PRORELTIES. .
. oo e B7E e v - { e P L S s . S
Total expended during the yeArau----eue---orpe/-nzo----. §18,905,382,73 .
Of above total ‘expenditure, '$11,517,149 wase for'the acquirement of addi-
tional acreages of co @4, gas coal, in the Cohnellsville district,. in G
and Carroll Counties, Pa.,. Barbour County, W. Va., arlan; County. Ky., and
in’the Xillnols and Xndiaxa.coal districts, ) R 2 s
. In the Connellaville diutrict there were expénded $272,81592 for additiohal
housing facilities at Dtl\vorﬁh,‘ Palmer, Maxwell, Gates, Edenborn, and Li¢isen-
ring No,' 1 works. Bathhoures at Palmer, MaxWell, dnd Idenborn works were
completed, the drainage and sanitary conditions’ were $mproved at Palmer and
ollier works and at Maxwe)l works a iltration plant for domestic. water supply
is being iostailed. . The conzolldation of Gates and Edenborn Mines and
tracks for underground haulage from Y.ambert and Iph works 't’q Xg&ﬁ
works were completed. Concretlng the air and holsting shafts at’ Ld:
and Redstone works, a coal stripping plant at Leekrone works and a tipple
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#nd' bin at Kyle wurks were completed, Slate Nandilng facilitiés ware in-
stalled at Continental No. 2 @nd Lémont works, At Lelsenring No. 8 worke
theé boller house iy belng'- rébullt ‘arid at Viilted works- additionul-boller eqoip-
ment is being-inmalled, - A biek sapporting aveh 4d the Kyle sectivn of Yorkran
works Is boing constructed and additions are being constructed at Yelsenring
No. 1 works to prétect the shaft dottom and provide alr and Watér cénrses,
An electric tractloy haulage system is being Installéd at’ ' PHlips’ works' and
at Oolotital No.'1 works ai electric system was‘completéd: for con?eying work-
shen from ‘mine entrance to plice of work. “Additional pumping'equipment to
yemove mine witér was completed 'at Yorkrun and Phillips works-and 18 also
being installed at J?nlaea and Calument works, A locomotive craué, emergenty
pumping equipment’ and mechine tools were ‘putchased for the Everson shops.
Additioiis ' wera Made’ at Adah eoal loading dock. At Whitney ‘works 4 new
waber plpe g:e wao installed. At nohca works additlons were madé to the
ahuft‘ was lined 'with comerete. ' At Filbert works a
Bm: bim!i nstalled and at Bﬂdgepart worki: & stdtage
it 90 !aemtate Ioatllng coal-{hto barges'is being erected, ' Thére were' ex-
pended doring the year $444,026.68 for additional equipment at Varlous rilnés
lmilndlngﬁt locomotlv‘ea ahd 1,008 steel ‘body mine’

the ‘PocAhontan 1614, West' Vi , there yere expended sx.mmou

for adaitibnal” !im!slnk facﬂit!bs ut. 8 to'12 works, a’ brick bathhouss 'at

Nmmmd \ud, ﬂw ye;u- ‘for colored c%:;xxp!am tt Nochs ;{v;rm %x-

ar P a nel, Ky., and: for

g:é 1ase O0f & !ant Pﬁﬁl%@w Ya,, axmea % For 000
swe gondola R tliere ,070,

In the Tlinols ‘coal B!ld 8 néw bteel with’ auxillary mcmt!es, was

completed at Vormilion' ‘works. ' x‘ raus were Inid in the tpack con-

nection 'to the wbﬁs, additional éY l ‘ming equlpmnent installed dnd’ the
bathhouse enlaried 'at Middle Forks wo‘rkb Extensiéng Were ‘made to the
plant budldings and equipmént a¢ Bunséfjville works Three electﬂc gat.hen-
ing locomotives were acquired at Univérasl works.'

I the 8yudn conl feld ‘a‘new mining gmit, No. ‘4, was purchased. At works
No. 2 a new ‘shafé' 15 bélng opened an equlpped and 3 slngle antl 6 ‘double
tenements are being buut )

mm AND HANGANBE ORE mmrms

e

Towexpendeddnﬂnsmemt - : ' “‘-.-..$8,046,84205

The foregoing aggregata expendlture lncludes, th addltion to the) cost of
plant construction mentionéd below, the amount paid fn’ purchase of man-
‘ganesa ‘ore’ prope fn Brazil, and for exploring and ning up new ore
deposits on the @ Bnperlor Ranges, including cost of additlonal _surface
land in the town of Hlbblng, Minn, .

Riverton miné—Account equlpplng shaft No, 8 for electrlo operation, | Aragon
Mine—Bquipment of shaft No 8 for electric operation. ' Norrfe-Aurora' mines-—
Equipping Pabst shaft H; clean water supply for mire equipment; account
400-hozrse-power hojler and cosl atid ash hendling facilities at Pabst shaft G
power house, Davis-Puritan mines-—Accoudt equipping mines for elevtric
operation. Tjlden mine—Hofsting plant. Monroe-Tener mines---Heating sys-
tem for district headquarters.' Hartley mine—18-ton locomotive crane; driil;
te tamping outfit. Welllngton mine—Fquipping new mine, Eveleth district-—
25-ton locomotive ‘crane. Spruce mine-—Enldrging office building. Leonidds
mlue—-—Acconnt ,8hop equipment, , Virginila district—Dwelling for auperintend-

Canisteo’ mine—Locomotlve; track shiftiiig crane.  Holman ‘mine—
".l‘tack &nifting mqe.,alr«opemted ‘gpreader. ' Aibbing district, central addl-
‘Hlon—-New buildirigs on town site, including hospital, hotel, apartment house,
£8 d store.bulldings were pmcﬁcaﬂy completed. Huu -Rust mines—10
‘loednibti es; 300-ton and Bf-ton reyolviug steam shovels; 18-tou lpcomotive
crage’. steel a!r-operated spreader Sellors mine-—15-ton’ locomotive crape.
mm'ris jne-~18-ton lotomotive, ‘CFANE. :

“There ‘ate belng constyuctad 144 dwellings at Davis Puri;ap Ploneer, Slbley
xoines and at’ aﬂo:igl geations 1n ‘the Canisteo, Hibbing, and Eveleth glstricts.
Ko strlpplng ‘bﬁerﬁ o)?s in the various dlstracts 180 strlpplng carg, are ‘belng

:'A Loty
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TRANBPORYATION PROPARTIES

Total expanded during the year ememnnaa $80, 844, 518, 70

The &bove total includes the cost of additional eguipment acquired by the
several rallrond companles, vix, 84 locomotdves, 529 steel hopper cars, 500 steel
underframe box cars, 80 self-dumping stesl cars, § way cars, 4 tank carvs, and
:4 25-101;0. ‘lgcomouve mne. mn' tb!s equlpment thero were expended

Durlng.the year there. wer expended &22853,6309& account constmction of
0 omngohss steamers: for the Uhlted States Steel Producta Co. These vee-
sels sre beins butit at the shipyardsof the subsidlary companies and 16 of the
steamers had been delivered at the close of the year, 10 from the ahlpyard at
Kearndy, N. J.; and 6 from thé shipyard at Mobile, Ala.

. By Unlon Reéllroad -Co, ¢ :For ahears at scrap wml, $19,888.88° aeeonnt re-
bnnding 1,950 sieel gondola: cars, '$49,873.68,

By Monongahela ‘Southern Rallrond Co.: compleung eomtmbtion of min
track and for mecond: track on the’ Clairton Branch, $376,040.50; additional
tracks nen mnongnhals Juneﬂoh, Pa., $21 .SB meks for unloadlng fAlling,

By eam Glair 'J.‘ormlul Hu.umd Oo.» New ldeomotive coallug stauon,
Owrtzon, Pa., $84,784.89.

By Bessemer & Lake Eﬁo muma Oo. : Ffm addmonal alr compeessor. air
nne and. electric power tranmmission Hue at shops, Greenville, Pa,, and for a
locomotive coaling piant at North Bessemer, Pa., §82,680.91; for branch Une
and additions to tracks to gerve coal minzs near Rnral Bldge, Pa., $96,602.03;
filling and improving grades, $47,744.10; “increased’ cost of heavier track mate-
vlal 1aid in renewals, $218,827.09.

By Newburgh & South Shote Rallway Co.: Account new car repair shop at
Marcelline yard, $226,869.43 ; Interchange tracks and track exte)mlons at, neca.
yard and m varloua slde teacks, $22,871.68.

By Bigin, Jollet & Eastern Rallway Co.: For 2 eonveyor units for clnder
pit at Waukegan, 11, 2 electric cranas for steel car shop and new blower house
for roundhouze at Kast Jolet, KiL, §80,288.22; for coal yard tracks at North
Chicago, 111, and for addiuomu let si@dings and miscellaneous tracks at vari-
ous polnts, 358 lmprovlng roadbed and for excess cost. .ot
heavier. pails laid in xenewul 082,78, .

By Chicago, Lake Shore & Eastern Rallway Co.. At Gu'y, lnd.. exbenalon
to powor-plant facilitles, machinery in locomotive .ghop and new locomotive
turntable, §44,060.24; at Kirk yard, Gary, Ind., 8 pombla bulldings for labor
camp, $31,316.48, For tracks to serve the new band. and strip mliils, track
additions at coke plant ard turnout on lake fromnt, all within the ateel plant,
Qary, Ind., $v8,601.67. For mleeeuaneous tracks at Kirk Yard, Gary, Ind..

,458.065.

By Duluth ‘& Iron Range Ral!road Co.. For 2 lathes for shops at '.l‘wo
Harbors, Minn,, extenslon of retaining, wall at Duluth, Minn, and locomotive
coaling, statlon at, Endlon, Minn, $43,848.67; new - track es. and concrete
water tank at Blwablk, Mion,, addmon to interlocking plant at Webater,

Minn,, and.section house at Rldge, Minn,, $89,771.02; extenslon of siding at
Robinson, Miun, spur track to Eve Lake at Kly, lnnu, and 3 'sldings off
the Wales Spur, $28,500,68; excess cost of heavier track material laid in
venewals, $29,407.68; concrete.bridge over.tracks.at south eud of yard at
Biwablk, Minn, $28 304.08. euperhenters: on locomotives and wxebullding 6
caboose cars, $47.870. ; exoess cost or swel wheels :eplaclng cast iron wheels
on freight equipment, $24,473.76.

By Duluth, Missabe & Northem Rauway Co,. At Dnluth. Mlnn. addi-
tional expeniitures to complete new -ore dock No..6, $118,412.13; at:Proctor,
Minn,, - drainage system for .ore. steam yard, concrete cinder p&t at- north
englne terminal. and additional: machine tools for shops, .$51,945.468; at
Mitchell, Mion, 4 delellings, addition to hotel and enlaeging section house,
$20,764.80; at Hibbing, Minn., addition to freight house and at Brooklyn,
Minn,, new gection hounse, $19,001.18; at Duluth, Minn, tracks at ore dock
.and at Missabe Mountain Mine additions to. track sysbem, 636.97845. sbeel
and concrete bridges at various. points, $169,795.0 .

By Pittsburgh Stesmship, Co.: Account serﬂce deek at Sault SRlnt Marie,
mch., $116,219.62.
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MISCELLANEOUS PROPEBTIES

'Total expended during the yeor. : -$6, 688,278, 81

For new store buildings at Ronco, Gates & Maxwell worke, in the Connells-
ville District, ¥a., at Ream, W, Va,, and at Lynch, Ky., and enlarging store
at Brownsvlile, Pa., $224,742,02; 40-inch gas pipse llne for conveylng coke oven
gas from by-product coke. plant at Claivton; Pa.,  to Homestead works of
Carnegle Steel Co,, $493,565.61; 8.5 miles of 8-inch pipe line for natural ges
from wells in:Gllmer Qounty, W. Va., to main pipe ine, $68,857.20; gas booster
stations gt Toll Gate and Smithburg, W, Va,, and Masontown, Pa., $40,848.88,
-At Gary, Ind, for additional water pumping -unit, 2,000,000 .cu. ft.: capacity
gas. holder and electric transformer equipment, $172,608.24 and for extensrion
of water, gas and electric light systems, $138,704.04; for water. fiityation
plants in . Westmorelangd end. Fayette Counties, Pa., :$144,985.17; for strest
railway facilities and water, gas and electelc systems at. Fairfield.and Mobile,
Ala., $200,218.68 ; at Wiieon, Pa., town site and emplayees” dwellings, $290,065.78 ;
at McDonald, Qhlo, town site. and employees’ dwellings, 91,000,042.08;: houses
for employes at Homegtead, Puquesme, Rast. Pitteburgh,. Olaieton;'and Bliwood
City, Pa,, $689,793.70; at Morgan Park, Minn, for 180 dwelllngs and street
improvemants, .$710,078.22; at Fairtleld and .Mobile, Ala,, for dwellings and
townsite improvements, $1,103,413.07. At the limeatone: jxoperties: in Penuayl
vania, Marylsud and West Virginia for; 6. boarding. houses and. 46 dwellings,
$140,950.53, for_movable quarry equipmeat. including steam shovels, locomo-
tives and cars, $166,926.27. O . o

. . o N R !'L " ALy
v .- . EXTBACT EBOM:1821 REPORT - -~

G et MANUFACTURJNG, PROPERTIES T .

M . Yot a s S S RS LA
Total expended AUring 'the Year-.-—coimmieoraumetocdonencenn $36; 808,623, 13
Carnegle Stevl Co., work 'completed : Hosnestead wotke-—-8ix 125-ton pouiing
cranes’ at'open-hearth plant'No. 8; £8 atect ladles for opeh-hearth plant No.
3; rebulldiug two 5-hole -banks of pit -fafnacés and installing transfer car’at
82inch slabbing ‘mill; hydrauli¢ pumps and pressure system' at 32-inch- sigb-
bing mill to serve 38, 72, 83 and 140-inch mills and open-hedrth plants Nos..1
and 2; motor drive for 83-inch finishing mill; mptor’drlye for tables und shears
at 23, 28, 38, 35 and 38 inch mills; addittonal tacilities 'th bolt and rivet shop;
1,000 kilowatt' motor-generator -get for primury’ direct currént station; res-
taurant _bullding; comfort station at 38 and 40 incH mills, '¥dgar Thompson
works—Rotary top on blast futnace: I; reconstruction of stockyhrd bunker and
larry system of ‘blast 'furnaces; extending electric: stock “trmnsfer bystem;
new cetndensing -equipment at blast ‘furnaces and’ No. ‘¥ inill engine rodin’;
additions to crane facilities in Nos. 2 and 8 foundries and foundry roll &nd
machine shop; ‘equipibent “for locomotive repair shop; 3,000 kilowatt motor
generator set. in: powe# "house, ' Duquesne: works--New -btas aund charging
‘equipment for célcining plant at opeii-hearth @epartment ; improved slag hand-
ling method at.blast- furnace No. 6; bloom charging crane and extending crane
ruuway at 22-uch mill No. 6; éxtension to inspection building at upper works,
Oarrie furnaces—Nive '40-ton hot metal ladles and cars; six -cluder ladles
and cars; additlon to office bullding and laboratory; entrance turnel o works
under rallroad: tracks, Schoen Steel Wheel ‘wairks—Additional” wheel finish-
ing equipment for units. Nos. 1 and 2. Upper Unfon- (Plttsburgh) -works—-
Orane ranivay and eléetric overhead- traveling crane for raw material stock
vard; extension to general office bullding., Isabelln' furnaces~—Concréte walks
-end- railings on trestles and bins at blast iurnaces Nos: 1, 2 atd 8. New
COastle works-—~Dry-gas cleaner-for blast furnnce No.'1; coke dust conveyors,
screens and bins at blast furnaces Nos! 2, 3 and ‘4. Ohio' works—New holler
plant;’. frcliding new building, ‘four ' 1,800-horsepower bollers and' auxiliary
facilities ; reinforcing din system st blast furnsces Nos.”1 to 4; fiylng shear at
23inch billet - mill. - Mingo works——Fireproof storage 'building. - Bellaire
works~Emergency Hospital, employment and gencral office building. For
use in intermill service and for' moving raw ‘material there were purchased
during the year 500 steel hopper cars, There were acquired for-river trans-
portation ‘one towing steamer, 25 steel barges ‘and one service: boat. Land

purchased—21.99 acres at New Castle. ) o :

sl 4
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Work in progress. Homestead works—Tar burning syswm for furnaces at
open-hearth plant No. 3; cinder reamoval equipment . :{: pit furnaces at 40-
inch blooming mill, Edgar Thonison works—-Greenaw t sintering plahi 'No.
2 at briquetting plant; 8, sualxhtenlnfnmessga for rajl mills Nos, 1 and 2;
two drill presses and’ two cold g4 rafl stordge of No. 1 mill finishing
department ;- 8ix, roll lathes, for roll shop Duquesne . works—Reconstruction

ofpglast rumace ‘No. 3 and stock yard. Garrle rnaces—-lncreasmg helght
of blast fuxnace No. 8. . McCutcheon works—Co m?chine shop, ' sbare-
!% t'of tracks at blast

m, and oil houge., Néw Cpstle. wor eari'angemen

mnaee No. 1'and Q;ew track eonneetionkpto— K plant Ohlo worky§—Reébulld-
ing 3 open-hearth furnaces, IMingo work&-'l‘hree ‘new’ hot' blast stoves at
blast, tuxuaee No. 2; dry gas cleancr for blast furnacé No.'8. Bellaire works—

it

Illiﬁ)ls S?eel Co., work comp!eted" South wbl’ks—«Adhlﬂbns to ‘blast farpace
No. 4; 3 waste heat. bollers at No. ﬂ. !e% open-hearth plant; enlerging
sand ston;xe bipns and installing' thoii ey handllng awbem at ingot
mold and xou tonngxi

Work in progress: Bouth works—-New eledtrtd” power plant building and
foyp 3,000-k,;lqwntt w gaglne drlven electric units; sanifary facilities At ve
ous departments. é worke—Rébullding four batttrﬁés ot ovens 'and e,
erator walls af, by-proliuct g mnt’, Milwaulee wort&-iﬁxtend!l\g' butid ng

e

and crape mnway mc& mtll No. 2,
i Unlv%‘;eal g' , 04 t” work cOmpleted" Buﬁ!ﬂft%u plangs(-u-—
enths . ve "
tlonnl klm ab.d boﬁei‘ lt for bdi;ié? builﬂlﬁk’ at ﬂl! glb ‘8 ;" dastwontrol lny
sysfem’ In codl 0. 8; new t‘eeder lghee ait ms
former eqnlpment to ubpiy at' enerxy to finly mﬁl’ cking T
and sack house at mill'No, 6, DUinlversal plant—Cbal dryln g and ‘pulverizing
5 raw-material

plant ; dust-colitfolling system on’ kilh’gnd dryer stacks
byﬂd&ns, three bom:cyn%n ouses, «elght nquble wellint\s, mzer mxppw and sew-

erage system; plant urant, ,

“Work'in frogress : Bum on pIants’-—Duat-controlunt zépem in raw-material

building at’ ‘No. 8; a éoﬁé!nnk and Hiterlily pldant to serve mills ‘Nos.

3, 4, and 6. Ubly lx:xa! d a =L Yacréading Yaw mgterfal gﬂndlng capacity; aﬂ-
e aid ha

dltional clinKer st ndling facllities.
xnd!ana Steel co, work coxipleted : Gary works—Addltiods to blast fumalces

Nos. 3, 6, an ; ‘three, coal un;oddlﬂg machiries’ and ’enlargliig unloading
bu,ud.lng at uct qoke t; bullding over crane runways in blllét and
ppkig 'H mtoot extenslon to:eléctrichl repatr shop

\:ﬁ)dlns and additiona pment en(arking anmonia’ sulphhte Storage build-

ing; additional finish tng q(éu ulpment m ‘merchant mills; 40,000 Fauon cen<
trifuga) pump at central, pomping station ; p;x Clark’ dumpt cars,
Wor pro : Gary works—-Coustmc ol '‘of new’ m-ihch ‘anil " 20-{nch

k. in
strip mill; e coal storage yard; extenidlng ges-pl éyatem tor dtatrib-
uting eokeoovn(:g s additlonal He plate Thilshing &qu pe

Mlnnesotq Steel Co, Work completed: Duluth wol addmons to 28-inch
kilowatt

rail'mill; extending org, copl, and limestone storaie two 7,500
turbo—genex‘atora in pow'er statlon No, 2; two 400-] oreeﬁpower bollers, stoXers,

conveyors, and anxiliary fdcllitles in bonel‘ house No. % ol sho ‘and machine
tool equipinent; automatie rail ciampe on aud 2,
Work in rogress Duluth’ works—=Cons ot new rod ad wire" mlll
Lorain Steel, Cp.,, work completed: Johnstown works-—Extendlng fron an
steel .foundrles bulldings; pattéern storage bullding; eéledtric’ héat treatihg
furnace for bolts; hot pressed nut maclipe and byrring and tapping machina

for holt shop.
Work in pxogtess Johnatown works-—-Electric ateel foundry wlth 4-ton

elel’strtllcmlr%e(}o k copiplated: Naftl

ationa . Work o pate : National works’—Ore thawing house
at blast furnaces! pumplhg equipment and remodeling setiling basin a% pump-
ing plant; saddle tank . lscomotive, Continental WOr,ks—Equlpment for making
buit weld couplings; reprranging’ socket shearlng ‘snd losding equipment.
Peunaylvania work&—Motor«lrlveu hy nle pump and accumulgtor ; rebutld-

fug ma{n anpd bmnch gas. finés . fo and weldivg furpaces -Nos, 1, 2,

4. and 5 of, works—Eq (t mett £0 formlpg,, “aukogaobil ).
tubee, etc., 4 motordriven .c:ul:t:!‘;lgp—oe;i t ineq © xles, torque
- Work in. progress: Natignal works-—Hs blost. farnace Wo. 2: ‘dry

&as clenher for stoves at blast farnaces and 4; remodellng pig casﬂug

92019—25—pr 7-—12
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wachite; additional” cumng oft. threndlhg, and testing equipiient in lap weld
depatment,  Christy Pack works—ztenslon to * Horn” welding department.
Pengglvﬂnia -works—Coupling finished equipmnent for: taper ta ged couplings;

ding machines’ and ‘addittons. to ﬁnmhmt faéilitles at No. 1 lap weld

'l‘he Nnﬂonal Tube Co., Work completed Lorain works—ﬁdditxons ‘to blast
furpaces No.’ crop-han eqnlpmen for Nog. 2 aud 8§ blooming mms ’
stokar th for '@ boilers in b rodnét o plant ‘boller Kouss; ‘con-

e 8 e*

crete KQr tmi tiondl lap’ weld ‘mills® to to<
crease produc. on of.pipe 6 {n ta 1 lnchea, meluslve cohpllngﬂﬁzxop ﬁnoaﬁzgg
n

equipment ;- extenslon to ,u;achlne sh%emérxing blACREMmItH
steam hydmuuc forging press and 18-ton traveling crane; cléctric overhead
t;'gve;,lng crane !or eqppung shqp, Land mquss hnl.(w,m lots xdjncent

ﬂlp# t“lhl Ni 4, dadi-
tional aéﬂiuﬁ at’ siag cmsh!ng planté s coke oven’ ;ggt tike;)p b‘fhdh o
mode
o 3 2001a: £ . .
’*‘ﬁoix?&»?ﬁw% : X Wm wom—r*%w
Ner ding 1 ton craue ?n m’;& p;t‘;gﬁﬁ ﬁ g?” Eﬁgl hﬂd f‘i”cﬁﬂ
tlw 4 |m a5 ‘ ,
m&ﬁx o slns wmwéﬁm two'tgﬁton hot wets 3 ‘j‘
kp._.; mg ata dryer; sewer ff %I i'osﬁvan

&gc&% Eﬂl wgr Tittes. g0 ,ﬁand} stdr;ng hbt-

e e

meny. £or, ‘sp ] 5‘ ' cz intbke

l rck

pipe mm. emer n
tinuo w%.n‘g ,” mach Con
ﬁllgated wdr!;{e—- M‘l rlca bun‘$ mg devi d I bl vlvl ﬁlilb[gﬁd.‘
. Worke—New. ex, U nts 8¢
B “"w 3
W X}
IA(n?ﬁrlcan k&rzgent%acme% t&tl%nw{:ut l%e
alb wor atlo ence a1y ng gate
and post. i ﬂqgs, An@gzpn wo mmpqg)ck;an ulproent
E{ﬂ oqexnlse f,qc ha wim i oc% bollér ,}10 E&nlcai
No. 1 stov nt In 3 ¥ mag lb utomatic
v 9. bstfumm ..... «i :. mt;q,a mke

system ,; . ,
storage building, . %mﬂ% o,r‘ - J}in ﬁx_ hanlca\ str1p~
. Bovices wlm drawl wmlam ur qu y—4'' tenemient
houaes, .Nev n Extanslon to,, !ast rnrnace ore, Jnxd. Allentown
work s—-l‘.ead anneallx;g ontﬂt in falv % partment ; steam-driven portable
road .ceane. - oll ‘storage honsa _vacuum' cleat
sygtem. in’ Nos. 1 and %wim(m LH mggr&mnt-type lo?om ve, crnu W
ees;er. North wo A gg 1.9 o-lnc
roll tinuons wlra fned; conﬁuuous rod dx w-
lngbenches. '.mem.gpn, WOrke—Cos )lpg lent gese‘rv Ie to Iner
wator gtofage capaclty; equipment O'mc rodmm 1} bonds a;nd
helical - spr Wprqestpr, ceqtré or San‘tax‘y bund}ng* Worgester,
Electri orka—4 ‘mod in g, rolls, " New Havenh Wprks—
W@mhouse é}mildmg‘ addlté s ig) “q nes for. t‘o ~manytactaring.  Paclfié
works-—ﬁg 1 bl!;nl stmndi g mach a;d Il(:gal fence mac‘hlne F‘flx gﬂeld
workp—- uip, ann spelter for coal burn-
fng. Land p&’mﬁasea.—-vm ficres ? aJ‘:ﬂm&t extension at Salem’ works 1.60
acres. at Braddock, works; 854 acres .a {g'eent to, New Haven' works, At
Am ; cag. ‘th 2 mqul\) Workq bufldings werp, equlp for assembly
an C 1)
ork_in p erntral mmaees—-ﬁxtendfug uﬁderground flue. ond jo-
stamng ‘Y chirugey valves at blast uz Cttyn -d“ works~-New 'inachine
and e ectt'ﬂ(;1 o 3: 1") slh bnlldmgs, ad tiozuz&!i ;f mEo f;c!;l‘ijtl‘;e: extentalon
0 power 'houge buil r_washl e Ebo-generators,
-tAmcﬂcaﬂ ‘works--AdaiElo naﬁl z(gig ment . lnclud!ng 2 ann%’hﬂng
furnaces and 10-fon crane, dg wor Additions’ at ceniral boller
hotise to lumrot»'e tht aud ventuaﬁ condltion& ﬁ. P. works—Safdty ‘gaards

Qr
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and devices on nail madhines, - Waukegan % orke—Billet’ mn yeyor ih ¢bd mi)
bull block for drawliig coarse flze wirgs.  Braddbck works-=Addittonal’ tael
ties in cleaning hoube aﬁd rearrang'ng’ equlpment to' modernisy plant. | 'rrenton,
works—Kxtenslon to rope shop buildi ulif and, equipment. Worcester. Nofth™
works—Enlarging. electro«;;ulvaulzmg b dinz. inclnd{gg r&e ditional equipment ;
4 continuous cold-rolling mackines for at tet ‘cable’ Worke—-
Extenglon  to elecirical ¢able department. "eotiktrutted
Rank:n'works 60 double’tlow p instal&tlon t varl us 'Worka.
Americin Nheet & o 3

{

house; 19 dwelllns * Shenian ips
ment, for tinning us?. Nutlon mm at ho niﬂls’
king water . hotse ! bulld-
ing; additional’ erator lnd!ﬂdual motm- dﬂvee for ‘20 gquaring:
shearz; 16-ton electric .crane annedHug' & ents
Wood ,woxks-—conveyof eq‘n!es lor‘ tam; béwéeh i'&m‘i' ‘Tevellet and’ squsir-
s‘nénr, é i elock’ Hotde “and’, cepers’  office.
xs:"houm ‘with .stokers’

Vzg AT Hhiie fhosen ‘hm,,mmnn
‘aild as! hdﬁ(ﬂﬁfg‘fﬁd 8% dling &&%’ ba e Chdster Workpew—

rebull hot mill furd "N’oﬁ. gt ‘&o“& K équsmimsum furiaces:
'8 ‘meht égl_aopmm?'rogﬁ»uﬁu ; works—80 ‘ton
] ¢ g rmf il « eniging

nd dr "W’élﬁrﬁ u avd M fighting statide
at coal mine; wash and locker f m :hhié' Aeﬁialsmnd&rd works——
3 h:echanlsve,lry dperated’ gds 3) heers‘ st aud’ tocker ‘Foolw it édakinlde.
Guernsey, rks-—addlﬂonﬁ ‘hot’ mifl’ fuitackd sad: wdmngms mill Faell-
ities; bar _storage ldf g, Kmb cail”woi'ks—-three 6831, p. * bollers “with
stoké¥s and nuxilfary -facliltiés. Holl and’ Méchine ' (Canton) : works-wiéw
254h. p. boller with superheater, sopt blower and’ shaking grates’ Land par-
chased—slte for community house at Shenango works.

Work in progress: Gary works, steet infll—drinking water system for entire
plant, Vandergrift works-—extension to drinking water system.

Sharon' Tin Plate Co., work completed: Fdrrell' workis--rebuflding hot
mi]l farnaces Ngs. 1 to.5;. extending bar storage bullding; cosl and, ash
handling system for producers in black anuea depqrtmep{ serap bun-
dling presses: 7 motor-driven squaring sheaxs; 15-ton logomotiye crat‘ne T

American Bridge Ce., work. completed; Gary, wmks—y ,eaulpment for
plate shop. Ambridge. Woxks—d-i)atwm ,storage buudl & steel underframe
flat cars, - Pencoyd  works—a lonal electric genera g, pacity, joctudl
1,500-k. . w. turbo-generator;. trsn .eleciric overhead traveling crane in ya
?l: 28" t:inill shaft tuming la}he for, )mwhine shop. | Trenton works-—switching
ocomative.

Work in pmgress Pencoyd works—-3 80ton M(ﬂe qan&s and néw crane
runway in open hearth plagnt. .

Union Steel Co, work comp!eted Donom steei WO, ks—l 000 k. w. rotary
convetter in power house at blast fnrnaces. ¥e u‘iﬂ&s te handiing crane
No. 1: new soaking pit crane; river d cilitles for billets
and scrap, sanitary facliities in open, benrtb departmwt,, caterpillar-type
steam shovel. .Donora wire works—additions to bollee plant includibg 550-h. p.
boiler ; continuous cleaning and wire drawing eqnipment; mechanlca! stripping
devlce for wire drawing blogks. Farrell works—-reconstruétion pf blast furnace
No. 2; electrical handling eqnlpment ‘Lot cmder and. refuse at open’ hearth
ggartment, coal Handling “equipment at "bofler house; ,2 nail galvanizing

NACRS. . o

Work jin progrws Donom steel wopks—-lmproved clnder handling facli-
tes in open hearth department ; automatic sprinkier gyotem in carpenter and
pattern shops and store room, JTdopora wire works——Bulldlng and equlpment to
mauuﬁlcturg tgleg coc wel«ied co;cl:r:etg recirg&rtgement‘ T

airton ., WOrK comple n works——- ulpp! [ blooming

ers to burn, coke breeze; 20 steglﬂflat cars fof open he“l&s department.

n :Byprodnct Goke Co,, work coinplétad : Clajeton works-~2 additional
pﬂmary coolers ; plant for vamish manufacture ; add{tional drjing and loading
equlpment for ammonium sulphate 2 elecmc Ioéomouves* 2 cinder cars,

~E
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ggo k in Progreas.,mxteuqion of bv-product coke plant. .
e({eta wilding Co., work completed: Kearny yard—10,000-ton capac-
lty ﬂoatinz dry dock and ayxiliery facilities vegsel outfitting shop and work

Cﬁwdiﬂn Steel | Corporation, le!ted, at' Ojl way, Qanada. ‘work continued
l;ng the year in the construction of 4 blast fyrunces, a fleld fence buildiug,
an eﬁneem o, quahop ml;auroad Co manuficturing propertl
mp & propertles,
work -co eted Tonsl worka—-nry c!eauae};ytor blast furnace No. 3; re-
bnildlua ; 8 slrﬁe irdm bloojning rifll npmp house to
onudry m erack ec yeconstrucﬁ of empl yes’ quarterp.  Bessemer
New. motor vea or 12’ und 16’1 e?emer Furpaceg
Admlm 10 bsaat urngce, No, 4. , Thore werp, pilfchaged during the year
‘340 ateel .underframe b ""cyys, and 2 tank ears.
gm meu&tg etgi & a;vatem ot industy cka for, t.he conveyance of
oxe from the 1aines to, the.
Wark in progress Exnstl:y workn—Addldonal hot ast atave at blast furngea.
§0&i pzoraxq tacmtlaq T rail a,l;d pls; fron ; 5,000-&. w. frequency change¥ &t
.} power
Ore, qocl anmeatom toperﬂ work com.pY Muscoda Mine—Double
t&: f&egie c4l ore unloadeys.

Venns: qmry—waddluonal cxushing, ns, ng equipment,’ Pmtt;

and. eq . le 0, %water mine—g
aeommm LoD »sﬁ%fn m Dlpg 'station,
. . Work tst;ulsu!on e, from

Wer:.
Fairfield m No. 4 mlne. Edsewuter mm«.hmom Bayview mine—
e i for e 2 “’“““""‘ hotien; 380 mine cue
station

- Fafirfeld Bteol Co., work pleted; Steol. works—Fabrlcating and car-
bullding plant; additions ﬁlend at bar, structural and plate mills;
t&&plute finishing department. roll-shop eqnlgment at .tle-plate plant, .

“Work.:in progress: By-produc? coke plant r-qtomge tank; drying equip-
ment for ummonlum mlphate. o o

_ GOAL AND: COKS mrwm:s

Total expended during the year. ' ' . $0,074, 601, 02

For the acquirement of additional acreages of steam coal in Greene County,
Pa., and of surface'land for new plants and town sites in Washmgton Oo\mty,
Pa., there were expended, of the above total, $8,050,045.28, -

In the ‘ Connellsville ‘district there were expended $661,677.18 at Oolonlnl
Nos, ‘1, 8, and'4 works: for facllitles to Increase ‘the outpnt of coal ‘and for
&nderground transportation’ through Alice rainé to Colonfal Dock. The exten-

on of tracks at Edenborn wovks to increase the coal-carrying capacity' be-
tiveen Lambert and Gates works was completed,’ At Phillips works the electric-
haulage system was completed. at Dilworth works a new switechboard and
an additional electrie-power transniission cable were frstalled. - The rebuliding
of the boller house at Lelsenring No. 8 works and a new coal bin at the
boller house at Lambert works were completed. ' Additionat alr compressor
capacity for the Bethelloro pumping station at Youngstown works were in-
stalled, The brick-supporting arch in the Kyle section of Yorkrun works and
the additicns at Lelsenring No. 1 works. to protect thé shaft bottom, provide
alr and watar courses and for additiocnal pumping facilities were completed.
An electrle fan and snbstation at Leckrone works and a pumping station for
mitie wat.c at Wynn works are being installed, The steam power plants at
Continentai Nos, 1 and 2 works and Lelsenring No, 2 workd nre belng equipped
with new boilers. At Maxwell works an Additional air and escapement shaft
wag constructed, Concreting the holsting and air shafta at Colller and Lelden
ring No,'1 works was completed and similar work s under way on the shafts
at. Phillips and Colonial No, 8 works, For additional housing fac)litles at
Palmer, ‘Maxwell, Gates, Edenborn, Lambert and Telsenring No. 2 ‘works
there were. eweuded 8100 182.07. Improvements of tha dralnage and sanitdry
copditténs ot Palmer worlés nuq! the instglldtion of a filtratlow plant for
domes eélé watér supply at Maxwell' works were completed.” -Thére were ex-
pen during the. year ;153,754 47 tor additonai équipment 'at varlous works
w "Connellsyille district, and’in Mercet County, P4, including 4 ele('trl
locomotlws, 515 steel body mine card, and 12 éoal-inining machines. -
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“ T the Pocohuntas B4, West Vieginid, thére ‘Wete expended $148,786.48
for additionul Houslng facmﬂés ‘at’ various works, ﬁl{mtwn plant. and doxdég}tlc
water storage tank for Nos. 8 and 4 works and steel tipple and mine,
menlgsnltv l\%p 8 workg. Addltlohp fo In¢rease the plant capacity were made' at
wor 0, 40 nesr L

In the Sygan, Pa., fleld. at No. 2 worka new shagt and 8 single ec&nd  double

tenements were completéd #nd. the water s r'fite’. protection 15 belng
:xtexéggld ail:l(lln % mnp{)r:g]o mﬂf‘ nistd ed. m Wb on Copnty, Pa.,
wo ‘coal-ni

Th' the Illipols: coll ﬂeg’ furt] ér hu’eg'Were made in’ co-nplet}ng the

shatt bottons landings, developmient.of the wine, apd for néw mipe baildings
?nd mxgaﬁﬁery at unsél:nlvﬂle ;Zo?;s. An ¢ ectrlcdl power-tnrznsmi;‘sgion,zmig
0 on pOWOI‘ tion w. mpl W pimern
being installed at the tippld'at, P ’mf?cq whikN! A xte‘gglo to, the
miners’ bath house at Vermilion' Works ‘Web' ectopleted, A" putupmg plant 18
bemg lnstalled forr the Westvllle water sysmm kt Kelly No. 4 work
n i . . RETIE PR AEEENI TN
o umx onn mopu:m:s an ; o f-' b1

'I‘otalexpendeddnringtheyear o —— Lez,msmvs

The foregoing aggregate expenditire’ !ncludes a’net’ outlay of $1,162,458 'for
acquiring additlonal suiface riglits’and lihprovéments thereon in the city.of
Hibbing, ﬁlmnn Yemoy slg "bujldings .theretrom ‘and: -“locht;ng same, and the

develop ent of a new site for a portion’ ot that eity. in order to permit ﬂ.\é

economical mining of u‘on oxg undey lyl‘gf

balance of the expenditures cover de’ mnge t e dvemen gh

%%igtlogal equlpmeut at the several igbt} ore mlyes ke sﬂpé or
¢ , e

Y

' Ly .
(] ‘r-x,v,’."

. mnsroxu-non cqmwﬁmb
Total expended durlng the yéar... . ol ..l 3L ',w $12 154 44433

The above total includes additional eguipment acqguired by the rafiroad com:
panies during the year, vis,'te lecomotives, 4 sedond-band passenger coiichas, 4
locomotive cranes, and 4 bunk cars, costing $548,245:88;: There were delivered
during the- year 11 ocean-going steamers for- the United .States  Sredl Prod
ucts Co. These steamers were constructed at the shipbullding plants of the
subsidiery companies at Kearny, N..\J., and Mobile, Ala.
$39I!9y2(}1%1311 Rallroad Co.: For account rebuilding 1,991 steel gondola cars,

By Bessemer & Lake Er!e Railroad Co.: For additional air compressor, air
line and electric power-transmission line, ash hapdling lam and- soot hlowers
in power hopse and carbo-oxy&;x cggting equipmentiand industrial truock
at shops, Greenvllle, ?a., ﬁ _‘chapglog ‘¢dnn mex‘villtv, ¥a. 'to
open cu cks, aidlngs and grading tracks at varlous: locaA
tons, 31 250063 tor addlt!om; to bridge ‘!\o ‘1 and for viaduct on'Main Street
at Butler, Pa.,’ 31288 16,25 7 lncha cc‘mt of Heavier: rafls Iafd; ih"ren@wa‘ls
and for steel Cross t§es $285 \ i

By Newburgh & South Qhoré Rﬁllway C’o ‘At Maééemne‘ wam for com-
pleting new car repalr:sliop; $62,870 lutercﬁahge ‘thacks ‘And tradk exten.
g}sosnglat Seneda Yard &nd team’ track ﬁé Inde’pendenee Road, Clevbland, dmo

By Bigin, JoHet & mastem Ralltray - Co;: For’ addlﬂonal machinery fo¥ loco-
motive shop at Hast Jolét, 111 '$28,51 0.26; natirig grade crogsihg with
Chicago, Burlington ‘& Qulncy Baﬂmad at’ Auro , T11,, $43,647.80; 1fierensed
cost of heavier ral] and- frack mateplal latd' in’ rene&vals ‘and additional slag
ballast on main nne,sgaa :

By Chicagd, Lake Shore &' ‘Rastérn I;aﬁ%ﬁay Co.v Gary, nd ,'for e!benamn t(;
power-plant- facilitles, -including stokers ‘ang’ ‘dsh’ bandli ng s'yntem, and -for
additional’ machinery in the locomotive ‘shop, $84,236.88; for varlous- tracks
within the steel plant and In Kirk Yard, $22,711.787 incmsed cost'of lmpwved )
appliances and paris for' fdcomotives dnd cars' 24, 0 v

y. ‘Duluth ‘&' Yron Range’ ‘Ratlrvad  Co:¥ For rebuilding depot -at Auen
Junvdon, Minn,,: water tank ‘snd ninplng ‘plant at Tower Junctlon, Minr.,
Hp’t account ore schle at ‘Biwabik, Minn, $24,560.20; telephone exchange at
Tiabbitt, Minn,, relocating exchange and extending wephone lines at Two
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Harborp, Miny,, and. telephone addltlons at- varlous locations, $30,037.72;
Jack 9&% gosna::)t 1;Atee whegg; replacing cast-irop 'wheels on, txelgh’t _cars,

"By Dultth, Mlspghe & Nortbern Rallway Co;: For land 't Proctor, Minn,,
and station grounds and right of way at ‘Chisholwm, Miun.,, $74,452.77; 30
dwellings at Proctor, ,Mlnn.. for employees, sm,aw,;w Hiachine and tool

equl mant mr  $12,123.48; pew mectlon house at
p Minn,, ’g.gl x? sec:g G .house Siiea, Mleﬁ. and water tank at
Sharon, Minn,, $10,224.01 ; teack c?;mec o wi%‘ﬁ;at ﬁomierx.\ RgllWay on

2, e O

Branch -and gt Vi, “i’
i ‘ﬂg %L ansfer ﬁ? At Morsun Park, Minu, for 27
0

timber trestle” approach to St.
4.11

w&a% 8§ 8? w Oo-o eﬁl‘am ore storaze cnpaelty on
w{,"iﬁ:“‘" Ag quqeant m«; Jhio, $28,874. o5 988 .

B‘or completinx 40-1nch zas-plpe lne f?om by-product coke plnnt at Clairton
Homestead, Pa., 20-iuch gaspipe- ilne. from. Port Perry to Bessemer, Pa.,
anu 8.6 miles at 8inch gas-plpe line for natural gas from wells in Climer
Comuty, W.. ¥a., to. mainpipe line, $113,625.78; gan bocster: stations at Toll

Gate and,Smi hsl)u W..Va,, and. Masong; y Pa. $13,771.55, In the Con-
el!pvme dla ct, w fOF naw. .§tore. buil # at. Ronco and Gatég works,
§62,$9 i ou Dlantsp? r waber-aupply stems in = WWestinoreldnd' aud
Ooun 88982, ary, Ind., fov extenslons to the water, gus,

nnd elgglaugt( sy te 8, 3}'&9 At Wik Pa., for town #lite an
: employ mag? cDonald,honlo, t‘or tgwg lzslte, emtpl&%ees
0 1 ouses for émployees, a me-
d and QP& renmde ling 160 houses' at Homestead, Ps.,

$181,857.51 at Morgan Park, Minn for 180 dwellinge, community chux‘ch
bullding and street improgelx]n ?656 .88; at Fairfield and Westfleld, Ala,,
for employeeta Ndw:ﬁllungs dd wg &rexbuudl&gsi,nl& %64.5055& Ogddglongl land
parchassd at Noville Inland an cKeespo: 8y urchag;
oumndlng stock Interests in varlous limestone compani'ee owhing proper les
in. Peénneylvania; Maryland, and West Virginid; for. .construction. at these
properties of employees’ dwelling and boarding: h«mses, $81,714.02; new.crusher,
200-horgepower boiler and tmck additions, $28,080.05; quarry movab!e equip-
menf, sso,mm H rma and ﬁasten!m for track extemdons, $18,610.04. .

'Emofmonlmnmr T

R N

I‘AN U'AOTU'B!NG PBOPER‘I‘IES

erom expended'durlng theyear ... ..._. el me,ovo,m
Carnegle:Steel Co., work. couiple Homéstead worke—l?orced inatalla-
uon o™ one tu‘::‘aoe lnw %mt;?mt No. 8; tar-burning sy ﬁ.‘; farnaces
to then Duly tel:-nedl Eolglo' ugcfgmgam! s l;c;lle;;l;‘l: %Lammminlll’ Me’ {xnﬁe
g es for 110 : on, shear

crans ag‘g 16.ton electric’ overheadlttravbe‘lh- crane %t lgodnch ila‘mins ﬁliﬂ}-
Edger . Thomson, ,,wq:km—(}neenawa 8 ‘plant No. 2.a quetting
pm:t. 2 in!:h“ fn phen bearth plant: 8 stralghteniiig presses for rail

N.o% ad 2 cold satvqlnralls rage. of No, 1

mul finlg! ing department G ol Ahea for roll shop Duguesne Works—Re-
coustraction, ot blqat' ﬂu-uace No, 3 angd ,stﬁct yg:d, strengthening track: string-

ers. over ore b 8; ret.alnmg walls. along cpke

rack 3‘; blast; xuruace 0., 6 ptanq rd gauge txqqk scale’ tgr buu;; furpace

demrtnent ;l;oﬂ;on boting mil, 4, la and miliing .mdchine for shops.

Suezie furaces_ihres Sh0 horespevss "°’i§§" ‘“éé‘m““’“{? rosors, asd
. 1, WAl oxmexs an

h:bfglns tranato%mr atag on h' di?;, cCutclieon. wor mb 1ed. ;machine

ghop, storenoom, and of}. bouse, New works—Rearrangement of tr; ckc
at blast farnace No, 1.and new track conn og to stecl plant T5-ton gwi
locoraotive, Ohfo worps-rvnebul ding @ o, pen hesrth farnaces Hggers’ ulldmg,
to0) ;md stexage howse for blast furnaces Nos, 1 and 2. . w% new hot
blagt stoves at blast farnace Np, 2; nutomatle valveg. lor No. lowl!

Bellnre wmrxs-—-New track atagp. For river fuu;sportaﬂon thére was acquh-ed
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Purchased180. 1 of vefuse at Gas-
g., ;.waeresonuleehpnymvgg)m m» Pa.* | .
Woxk progress: Homestead : wozks—New charstng floors,, 2 charxing
mathnaaxand strengthening bullding ‘at open hearth plaut No. '), ~Kdgar
Thewmson works—Extending bullding conveyer handling system, and. mogdern-
jzing. Greenawalt, sintering plant; No, 2 at, hriguetting plant; afr'brake uip-
%ex’u ;lor 48 léso,t wetal ladle card, Duguesne lgorhTTbge?lm&to% mgég c th
adles. strength Crape ranwa ng building 8 Hear
plant No. Q{’ reconstructio twg 76-ton uma(?gsmat open hearth p S iant No, 2.
Sch Stgel Whegl, works-—SI .and ;scale disposal plants at mms ‘Nos. ‘1
and 2. bquel.la rurnacep—v re. bx'!dse angd ofe 8 facllitiés, New
Castle . works—1,300- ezJ, izer and extension’ 0 “taiger building.
Ohlo . works—16 ‘clgarging or .open. 'hearth plant. A deck for xiver
shjénﬁenta 18 being cox;str,uptgd an the ‘Mononigahela River bétween Homestead
an u sne Wor
n{l Steel Co., woxk comp!eted, Bouth we:ka-—New electric power plant
b dlng and four 3,000-kilowa g&s engine drlwn electric unlts; additions to
blast; furnaces No. 7 an “,F}," Joliét 'works—Nlehilding 4 baiteris of ovons and
regenerator walls &t b product co e ;\L'mt, dd tioms to blast tdrnace ‘No.' 85
2 additlonal units for ou tempered ﬁ: waukee works-—mxtendlng
bullding . and " crane runway ,af ¥ ich merchant miil No. 2, plsbreaking

msachine,

_ Work in rogrehs "8 uth wﬁ;;w—abo.ton hot metal iron mixer ‘at ‘open
e%rth No, 2; electric mo ve for 90-inch and 182:nch plite mills,

nlversal ﬁo:tland Cement wor éoinp Teted': Buffidgton lants--<Tnstall-

1l mills in raw materw nil amu No. 8; additional tachine tools

;or shop at mill No. 8; wate ‘filtering plant to serve inflls: Nos,

éad veyeal pi t--ln usln material grinding capacity’; addl-
i Unt:toer’pge ‘533 ﬁan&hs ﬁ%all&vw mmm“?iant-sw:‘;mé

mo ve.

Work in »ro n. plnnta-—bust collectors for kilus and raw ma-
comdlng ‘equipient Hnd y appHances at mill No. 3; addl-
tlonal coal dryer at mill' No, a; fmpgov mcrn ut water intake setving mills
Now. 8, 4, angl 6; subway under’ ratlrodd tracks dt plant entrance.” Utilvereal
plant—inereas lnz raw ‘materla] griniding and conveyihg factlities; fmproving
pitch of 16 kiins, Dulu n,lanl!—-Addltf ol kﬂn and auxlllary tacillt!eﬁ‘ dust

collectms equlpment in vaw mateﬂal bullding.
Ing# Steel Co,, work compleied: Gary wou'ks—lz‘iuch and zo-inch smp
mills} enlax‘glnz coa | stopage’ yhtd ; unptbving blast'furnaces Nos, 2 and 8; ex-
m&ﬁg ¥ yetem for d{tmbuung "coke. oveh gas;. additional tle plate

1

ro)l gtini dlng
. Work lx; proxrts 1,714 fget' g cohWéu dock wall at vessel slip, ’
§s‘: Steel Co,, work complsted : 'Duluth workis—Rod and wire mill,

~ *the’ Lorain’ Steel, Co., Witk completed: Johnstowh: works~Hlectric steel
foundry ‘with’ 4‘ton eléctric ‘furnace; sand cutting . macmne ‘and 2 mouiding
machinies for steel foundry ; 2 locomotive' ¢ranes.

“Work in progress ‘Jobh nﬁiown workb-~8hop for construction of steel cars for
u!s;& tines’ e%n tqdnsfxlea tram;foﬁner c equipmént to pexmit use of purchaged
¢! ¢ curr

Natfonat Tabe Co., work complebed ‘National’ woﬂs-——l!ebunalng blast fur-
nace No. 2; 6 automatic bar machinés tor’ ggﬁng blanks; 2 turret latiies and
tables for finishing coupling and threading *'Cheisty Park Works—
Tabe 'stcing’ lathe Pennsylvanin’ works—-New thfeadlng machines and addl-
uonal ‘finfahiiig equipdient in No.'1'lip Weld mil ;' motor-driven dit' compredsor

auxilfaby equipment ; “.00-ton sidndaid gauge raflroad teack scale. RSver-
sme works—-Cas washer for stoveh Ht blast Parnace No, 8.
“ Work 1n progress: Gary works-<New Pipe ‘mills, conslstlng of 8 butt- weld
‘milly, ‘4 lag weld ‘thills, and 1 seamless mill with' auxiliary' departments snd
shops § wellng houses, Nutionat wovks--5 hot blast stoves for blast fur-
sy Nos. 8 énd 4 continaous upsétting and thresGing unit for- cg weld inill;
tapping and receaslng cquipnient for” coupiing: department. - Chrlsty - Park
works—R2tension to ¢ Hom " Wyelding ‘departinent to Increase cngaclty Penn-
B,vrmnla works-—Cotipling finishing equipment for manufacture of tapped. coup-
Hngs 8-spindle vertieal tapping machiine for B-fnch to 12-inch couplings, ' Land
furchased—21 atéres for disposal of waste niateriali at Hlwood wm&u. lbt ad-
jbtﬂihg Ve‘rsames galvanizing plant at Natlonal workd." -
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“'ihd “Nitiphal 1 ' “WerkBaaRebulldfog bisst
furnace No. 4;’s k Pe ys?ﬂnﬂ plhng 'udgtﬁ%nm bl bmmms gas englis, with

m"owat ax mafno ‘coke 'oven .g“ g fon to varibus muls 1m-
!'()VQmenta to rall il cold Antghilng depirtmiut ; "modernizig ¢otapung nmsn-

’N ﬁb ét‘liom bun g’»‘dxx; horaeptmr gas-ﬂﬁed

Mum’é d A Fy. 1:000:K31 tor' sét'at blast fuy-
}xa;)a E‘%mh%fh 'ht?ueé eﬁhlpmeii’ t: tdf e!eétro- vamﬁhg c.mhxvllugs:s tools
o . ) sy oy |
erwm‘,‘, peel’, & Wiré " -—Work‘"eom;neted Newburgti ateel” .

t,repzﬁhaé!;g[nminéﬂhbri ‘opoi-hiés ; 88 charglag eard and
chatging bdxed for open-hedrtl’ plant. Ne ré‘ Wdrke—om: ’6v5h gas
' Central ! BOES' mid

urﬂﬂna pot *, ennehl
a ocks-—Con érete dock*igettung ang ﬂ%&kr ‘tnnkhﬁﬁ t-water’ yum'yi pltmé;;
es at

ton hydmulic wheel press, By-product coke works—Car h
coket sc pn d coal stat!om;. ‘Cuydhogd Wdrks—Néw" machiné and' eléﬁiric

dlog; ‘adaltional stgrahoma,e ‘Pacilitiel; ' exténsion ‘to’ povrer
%alx washing, oqulnmemrs tuibo- énex‘axox's‘ Conveitliig 3itube_
paten gpetn a do blé unnlng ottt £rc¢old-
?) de a5 for 8. coia roiHi Ametican’ works-=—Ad-
ﬂonal ]}ot- ‘dquipment Theluding 2 axmea Bg fuifridced and ‘10-ton
graue; multiple dxm press and grinder hlzi e-r@glming department. ‘Cémsoll-
ated WOTKS-~, Admﬂons at centtgl er Hoyde 1" im rove light and ventila-
; stokere .on, . 4 botlets, " H. 2 wor (gmle-biow natl
achinea ‘safety guards and,d eVl&s on’ Jyen de plangd for
shop..  Balem, wgéw—m; tng Wi e&nl %No Y Hail Billl, and tumber
7ith. motor Mve. chine tools rgx‘ shiop. b Y‘guke;mn works—Bull block

for wing' coe g mackiné; heat-
tream turnace and auﬁy eqy pgat‘ toxi tllét-handiing crade. Rock-

¢ale works-—-New })ulvexizer in sulphata on department. Scott ‘Street
worke—10. &oublevb ow_ nail ;n chines, wo! rks-—-mqutpment for ‘manu-
mcmrm: rolled Y gection-lné posts,. wlth anchoy Plates | straightening and cut-
m:.u %, tor; concrofe ﬁntorcement -Anderson Wworks—Rebtillding nor
bench 4. insalling, bloek-#tripping device, m§h presstire pmpp

rod mm. ) sn bergen wWorka-: t;ung bla capolas
?a‘thes for mnehlg?ahop Rankin sg re mill floor; 10 ﬁouble-hlow
pafl pachines, . Braddoek woxka—- tlonal raclutxes in cleaning house and
rearranging equipment to ant; exhavat syétera in cléaning house,

agitators and: geders for ¥ mm sas ‘Trenton works—Extension
to rope shop bullding and equ wb er, North WOrkq—En ging
elect:’ﬁgalvenhlns butl %ﬂ % uaits fﬁ%‘r fiat
wire;. 4 continuons colderol o . for é 1000~ki;owaf trans-
toxmers and 1 3 0, m mplacing motor genejrﬁtor get. Worcester. South

qonnpcuon ipwer yard and addluq 1 stopege

tracks blllet heating furnuce. -tem)] rﬁ
Womestex, elsctric caple. workq—-T xtenslon to bul 2, . ad tlo) equlpment,

and rearrauging old 1d facilities . mfd eq8s city., New
Haven worka—-»Addltlonal rope w@va ehouse clliilee %l:m-ﬂeld qv?%kﬁ-—d ltiq
ad of gas.

ping :annealing .furpaco m spelter, pan. settl to bure coal
Jend urchased—16 lota. in Denver, CGolo, wg oi, warehopse W’

Work in progress; K‘Ie»\ﬂm,vghtv 1 worka—-Serap andlins eq ment at con~
verters in Besseme trgl . furnaces andl. docke—Rebullding, ore
unloading ronway a.t docka; aafety, pp;lqnces tor cinder and hot-imetal ¢axa.
By-product coke works—Water 18.tower,  Cuyahoga, works—mnlnrflnx au-
nealing bullding; additionnl. anmllns equipment for flat-rolled material; ex-
tending. water wervice lines, for .fire protection; .variable speed motors for 5
xold-rolling. mechines, - Consplidated works—New, got-annealinz _building,
4ot annesling farnacen and auxll!ary tacmdes P, wop)m——!,ﬁg-ton xall-
rond track scale, Waukegan. worke—Billet .conveyor in; vod: mill. = Roc anle
works—Rod handling syswm through Wwire mill dry house Anderson Works—
New'boner noure, 4 S00-horsepower boiiers and ‘cagl and. ash handling eq.nlp-
went.: Reankin works—Pxtending wire. ‘mill .boilding - and - enlarglng
xAllentown works—4 additional 600-horsapowear . bollers  with . coal an ash
handling systsm. Worcester, Worth works—Additional continnous wire draw-
ing equipment. Worcester, South worka—New crane runway in serap yard;
equipment for maaufacture of signal bonds, Worcester electrie cable works-—-
Improvements in rubber-mixing department. .

'
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Donora Blne Co., work" co:npietéd Donora workw-—-s brick - duss: eaichem' ta
soasting furnaco depsktment o by

--Jofigar ‘Zinc Oo:; 'work" complﬂed Ohenyvale ’worke--nxtendmg pnlveﬂbed
coal feeding gnd- cmxtrol ‘system, ' ' o

Americati Sheet & Tin Phate Co.y work completecl Guy workb. fjn mlll»—,
4 ‘cooling conveyora for hot mill; 8 Bpecial-etorage battery trectors): Gary
works, sheet mllln—drlnklngowater system for entize plant; bil-bhrning.equip-
eht for 1 plate mill and 2 jobbing mills; laver ber shear aid iablos'in. job-
bing milll har storageée building. ' Vandexgrift works«~ixtensioh o -
water gystem; pyrometdy system, ustruinent: building and. .stoveroons for /-
nealing department; additional 48 inches flux finish galvanizing pat' with cool-
ing’ conveyor 'and- wabhlng and* m"y!ng eguipnient; - rabuilding £ Jocomofives.
Shendngo ‘works—New -stand 'pipe; 8 ‘second-hand stes] gondola tars. ' New
Castle works—Forced draft equl pmontf!ﬁrﬁtﬂ;km’ on 8§ -bollerssenlargement
of cooling system for men at hot mills,. Wood works—40-ton overhead travel-
ing crane with 10-ton auxiliary in annealing and cold rolling department.
Scottdale works—Fume exhaust system for 8 galvanizing pots. Pennsylvania
works—S8ubway entrance to plant under railroad tracks,; Wellgville works-r
Pickler complete with equipment for pickliing and handling breakdown sheets.
Dover works—Coal and ath handi ng sjstem for boller house; ‘equipplng 'gal-
‘vanlgiug plant to make flux finfshied sheets. New Fhiladeiphia works—-@!ckler
complete with equipment for plckling antl handling breakdown sheety. -Ameri-
can works—New unifiowy engine to drive ‘hot inills," storagé cellar ‘for palm
oll; 2 concrete neutralizing tanks; motor-driven engine lathe and slotwt' l‘aami
purchnaed——z‘s acres adioining plant at Gueérnsey works. ' b

Work in progress: New (astle works-~Hxztansion' to annealing bulldlns and
relocating white pickler. Sabraton works—Foundation bédplate, mechanical
doutlers, and underfeed stokers for mills Nos. 1 to' 5. “¥mprovements 'aré be-
ing made in the coke Hinning -equipment at Gary, Shenango, Natlonal, ' New
Oastle, Loughlin, ard' American works. -

Sharon Tin Plate Qo., work completed: Fan-el worke»—-h!echaﬂlca} doubler
with shear; eeraphandling equipment at bundllng press.

Work in progress Mechanical stokers and coal aud ash handling equipment
foxr 10 sheet and pair farnkces; improvementa to coke ¢inning equipment, «

American Bridge Co. work completed: Ambyidge works-~Dock and crane at
river for unloading barges; 80-ton locorotive crane, sectionu! fisnging ‘press.
Shifer work&-—-Addmonal fnbricatlng unit’ with panchiug ant galvanizing
facilities to Increase tower plant capaclty. Pencoyd works—Néw cranes and
crane runway over chargiog floor and pouring side in open hearth departnient'
rebu!lding open hearth furnace No. 2; scrap &hedy. -~

‘York in progress: Gary work&-—l;ean-w additlon w mnk shop and moehung
equipment.

Union 8teel Co.,, work cbmmeted Donora ﬁteel wotks--merdVea cmaer
handling facliities ‘tn open hearth plant; equipping ore handling'eranes with
safety clamping devices. - Donora wire wor Buﬂdmg and equipment to
manufacture electric welded concrete reinforcement; dfloox In nail wiréhouse’;
20 double blow nali ‘machines. Farrell works—2 addltlohal pasyes for No, 1
rod mill; lead annealing furnace on No. 1 galvanlzing 'outﬂt 10 dohble biow
nail machines.

Work in -progress: Donora wlre Works--3 e!ectric \velded reinroréement
machines ; additional warehouse facilities; new roof over cleaning house." ‘Far-
rell WOrks—Improvmg stock house Facllitles in copen hearth plant. :

Clairtori Byproduct Coke Co., work comipieted : -Clairton ' works.--Brick aﬂd
cement Hning for coke breezé bing water sprays for cooling” valves on ascemion
pipes from ovens to gas mafns,

Work in progress: Olairton works--308 additional hy-product coke ovens,
with facilities for tar and ammonlnm _sulpliate recovery; benzol p!ant ‘ges
booster station.

- Canadian Steel Corporation (Ltd. )v-At Ojibway, Ontarlo, e fitld: fence
bullding and a general meachine shop hullding were co:npleted 'I‘he furnaee
and stove shells and stack for 2 blast furnaces were aigo completed. - v

Tennessee Coal, Iron & Railroad Co., madufecturing properties, woi'k con-
pleted : Ensley works- -Rebuilding blast furnace Nb. 1 néw hot blast stove at
blaqt fuarnaceé No. 1; storage facilities for raﬂs and plg mm rebul!dlng shear
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approech and. tiiting. tables at blooming mill: 204uch: water line from .village
creek. Besssmer furnaves—Improvements to boiler plent. - . . .. .

- . Wark ip progress : Hugley works—8ix 834-horegpower bejlers for No. |\ steam
power plant; pulverizing coal plant with handling and stoxage facliities ;. motor
dvive for 28-inch mill, - Bessemer furnaces—Water line .from Ralmupnc and
Muscoda- mines to. biast farnaces Nos,. 1 and 2. Central water works—-Wates
recovery And coollug systend.... - : .. . S Co

.. Falrdeld: 8teel Co,, work completed: Steel works—Extension €o shope ofilge
haildiogs ditehto divert waste water; bulldozer for. forge shop., Byproduct
g;ka‘mnnt-«-ﬂqupment for manufactnre of concentrated ammonia lquor; tar

rage:tank,: < Y . oo o e e ETIRN A

.- Work in progress: Steel worksr~1irinch merchant mill; woad car and ropair
shop; steel foundey lumber. storage yard and .planing mill, By-product coke
plent~Drying oquipment for ammoanivm sulphite. . ., . . L.

«

St e e ', COAL AND COKE PROPEUTIES .
Total éxpitidelt dring o year.:..... 5,087,127
.~.Of the above total oxpenditure, . $1,762,500.89 was for the acquirement of
addi gcreqga. of goklng and gas coal in Greene County, Pa., and in the
Illinois and Indiena coal districts.. For asurface land in Greene County, Pa.,
for a ahaft and townslte at Dilworth works and for a:rallrosd right of way
there wore expended $171,887.81, ... . N
In the Connellsville, district there were expended $469,813.11 for 133 double
ienement houges which are. being constructed at Ralph, Palmer, Lambert and
Xdenborn. works, . Boarding hounes were completed at Gates, Phillips, Youngs-
towm,, Hecla.No. 1, and Marguerite works, and bathhpuses are being built at
) ma{u,eates,am:cqm@m works. . For; facilitles to incresse the output. of coal
at Colonial Nos, 1, 8 and 4 works and for ynderground travsportation through
Alice mine to, Colonial Dock there were expended $1,348,828.60, . The installia-
Hon of water sprinkling systems to settle dust and for fire protection was
completed af Dilwerth, Falmer, Ronco, Filbert and Bridgeport works and is
.1n progreas at. Maxwell, Gates, Colonial Nos. 1, 8 and 4 works, Slate-handling
equipment. . was installed at .Palmer, Phillips, and ¥Filbort works. An electric
fan.and auhptation at Leckrong works and additional eleciric generating equip-
mept in the power plant at Palmer works were compieted. The mines at Foots-
dale.and Marguerlte ,works are belng equipped- to operate - electrically and
electric feeder lines were extendsd- at Dilworth, Wdenborn and Bridgeport
works. A puwmping station for ralne water at Wynn works and enlarged pump-
ing facilities, at Yorkryn works were completed. A pumping station is being
constructed at Filbert works and additional water pumping equipnient {3 being
installed. .af. . United and Hosfetter works. New.bollers were installed in the
steam power. piants at. Continental Nes. 1 gnd 2, Leith, South West No, 1,
Standaxd, Mutual, Dorothy and Hostetter works and similar installation at
Lermaoht works I8 in progress. Harbor improvements were completed at Palmer,
Gates and Bonco worka, A ventilating shaft 18 baing constructed at Dilworth
works, . The corcrete lining of the air shatt at Phillips works was completed.
There were oxpended during the year $179,710.80 for additional equipment at
warjousy. works in. the Connellsville district, viz: 5 electrle locomotives, 490
steel body mine cars, and 24 air compressors, . o
In the West Virginla.and Kentucky. flields: For highway bridges and roads,

tqnement houses, and general construction at works Nos. 30 and 31 there were
expended $198,031.30, .- New. pit mouths and electrical facilities, with power
transmission line, are belng installed at works Nos, 2, 6. and 9, and at works
No. 40 the plant 1y being completely equipped to operate by electricity. Addi-
tlons are belng made to, the main power plant at works No. 8, including exten-
sions to the power and boller plant buildings, 8,000-kilowatt turbo-generator,
condenger, copllng tower, two 80(:horsepower boliors and coal pulverizing equip-
l,meqt. ,ﬁt}?{o;;m,at various mines there were purchased twenty 18.ton glectric

ocomotives,;, .. .c.. . - B A ) .
....Kn "'Waghington County, Pa., there was expended $801,089.18 account con-
struction. of two. new. ccal-mining. planta. - e, o
_.Jn.the Tilimols oonl fleld -additional expenditures were made at Bunsenville
works toward completing the development of this mine. The installation of
coal-screening eguipment at Middle Forks works was completed. To permit
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-gtalled at Vermillion works, - e

. In the Tennessee and Alabama district, for completing 123 tenements and’for
‘plant and welfare hulldings being constructed at Bayvlew mines there
-expended $21,904.56. A pumplng station for mine dralnage was comploted at
Docena mines and pumping equipment to supply cooling water to. benzol plant
at Fairfleld, Ala,, 18 belng Installed at Wylam mines. 'There wene purchased
six -ton Jeffrey locomotives and 100 mine cars. . = ..

IRON OBE PROPERTIES

"Total expended during the year $294, 528

. RIS . N
" The foregolng aggregate expenditure includes the purchace of Water-power
1snd slong ‘the Menoraines River and site for crushing and scveening plant in
8t. Louls' County, Minn,, -for which 'there were expended:$39,000, 'In additon,
the plant expeniitures {ncluded the cost: of swidry mine. improvements and
Bquipment-and the preliminavy exponsee for equipping o shaft at Gereva mine;
300-ton steam shovel and 85 -houses, with water and.séwer. systems, at Fraser
‘mine; & crushing and seteshing plant, including standard ‘gauge traeks, ia the
Virginia district. lite L e T T A R T S AR
In the Red Mountain ‘district, Ala,, an electrl¢ power transmisslon Une. from
Fairfleld, Ala, to No. 4 Mudcoda mine and 78§ water hermseér. type air drills
‘for various -mines were completed. - 8ixty mechanrical ore niloaders with aux-

Aliary facilitles are belng fostalled in this disteler .. . - LR

coperstion of the plant with purchased elecirle current, facilities are belug, in-

KAKE SR TR

PPN

TRANSPORTATION COMPANIES :: ° -

“Total expended during the year... e 83,761,225

T'he total expenditures as above include the cost of the ocean-going steamer
8tcel Traveler, put in service during -tlie year, And payments account con-
structlon of the steamers Hatfleld and Lindadury, belng bullt for service on
‘the Great Lakes. T T L
.- By Unign Railroad Go.: For additions tg.river retaining wall at Homastead,
-Pa., and account conling gnd.panding statlon .at Bessemer, Pg., §34,911.17; ©
Jlow-slde steel gondola cars, $16168580,,.. .-.... . . [ ;-

By Bessemer & Lake Erle Rallroad (lo.: For .changing tunnel.to open cut. at
Culmerville, Pa.,, and extending. concrete arch &t Millers Road, north of Cul-
.mexville, Fa,, $164,11045; widening embankment at Aueghepx:,mger bridge
approach, filling to reduce grades, and improving $rack augnmwt:gt Hull Creek
and south of Rurai Ridge, Pa, usmf refuse mill materia), .$111,427.85; in-
g:i%lsed cost of heavler rajls lald in renewals and for, steel crosatigs,
. 178.58. [ R 3 [T R e ,

By Diglo, Joliet & Eqstern Rallway Co.: At Matteson, IlL., for -constructing
.peparate grades at crosslng of Illinols Central ,Railfpﬁd-tracks;aud at Gridth,
Ind,, for recelving track, $111,718.57; at various points for ,:daylgggtrack wlth
heavier rails, filllng low. epots, and widening embankments, $63,250.54, ..,

- By Chicago, Lake.Shore & Eastern Ratlway Co,: For varlous tracks withip
the steel plants at.South Chicago, I, and Gary, Tod., 83306955, ., .

By Duluth & Iron Range Raliroad Co.: At Two .Rarbors; Ainn.,: for. fire-
-protection system for docks and, bulldings, protective. lighting and camp facilj-
tles, new track scale. and highway under crossing. at Second .Avenue, $74,-
357.62; at Blwablk, Minn, for.ore acale and at Eveleth, Minn, foxr pagsenger
.and_freight depot, $30,405.16; at Rly, Minn, for felocating tracks at A shatt
of Ploneer mine and for shaft and etock-ptlo traeke at Section 80 e, 835,
-992.52; additional telephone and telegraph lines, $10,826.33; incroased,welght
of rails and fastenings laid in rencwale, $25888.48, .. - v ... . e

- By Duluth, Missabe & Northern.Ballway .Co.:. For boq;din,g camps, water-
Hne extension and building for acetylene geperating plant- at lecomotive re-
‘pale shop ai-Proctor, Minn., $48,023,22; 400-ton coal dock at Hibblng, Minn.,
potato warehouse at Meadowlands, Minn., avd fencing right-of-way between
Sherwood, Minn., and Wolf, Miun, on Superior Branch, $31,275.74; new ore
yard to serve Glen, WellinTton, and Mqonrog-Tener, mines gnd acconnt: trgcks
for Minnowas mine and Missabe Mountain ling, s‘é,&'{la.zo;.‘tmck .connection
‘with- Great. Northern Railway on. the. Albora Dranch, rearranging. track: at
Eveleth, Minn,, and side. track at Meadowlande, Minn., $43,207.40; increased
‘welght of rails and fastenings laid in renewals, $58,008.72; overhead highway
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biidgés at ‘miles 6 and’6 and steel girder bridge on Woodbridge Hranch,

§05,161.09, , '

K ;j;iy Tennesgee Conl, Ivon & Rallroad Co.: Further progress wag made in ‘the
s&i;_qﬁgn of a s{s,te;m, ‘of tracks to transport ore from the mines to the blast

futhadeés, ' Xor rallrond serviep there' were purchased four locomotives and

thve hundred 70-ton stéol ore cars for which there. was expended $901,444.88.

~ “BYy Pitteburgh Steamshlp Co.: For new pilot and deck houbes, boilers, purl-

g_?asésand improvement of cargo holds of varfcus steamers and barges, $034,-

. MISCELLANEOUS PROPERTIES
L . . B N D
“Tojel expended during the year.. rmenremenmyy, $784, 608
. For by-product coke gas line from merchant mills to open-hearth plants. at
.Duguesne, .Pa., and account relocating 10-iuch gas pipe line, transferred.from
‘Greena County, Pa., to: Ritchie Couity, W. Va., $41,051.92 ;. completing filtra-
. .tion plant and. .additional egquipment for pnmping station.in' Fayette County,
Po., $08,844.44; extension. of water, gas, and electrle systoms at.Qary, Ind,
.$82,989.10;. at Lynch; Ky., for astore huildings, $30,420.82; at McDonald, Ohio,
water supply system for village, additional houses and community. buildings,
:$380,834.08 ; at' Morgan Park, Minn,, account 180 dwallings and c¢ompleting com-
.qeunity ‘church batlding, $68,9086.41; at Westfleld, Ala.,, for employees' houses
-$58,686.90, - Additons at the limesione propertles. in Pennsylvania include a
machine shop building with tool equipment at Hillsvills plant, in Lawrence
County, and 12 dwellings at Annandale plant, in Butler .County. For these
additions there was expended $48,674.44. . . .

ExtrAcr FROM 1023 Repont
. 1 - MANUFACTURING PROPEBTIES
Total expended during the year. $35, 416,609
- Oarnsglo Stee) Co., work completed : Homestead works—New charging floors,
2 charging machines, and strengthening building at open-hearth plants No. 1;
4 charging machines for open-hearth plant No. 24 improved facllitles for
‘haniling ' materials ‘at-'calcining plant of open‘héarth plants Nos. 1 and 2;
heavier girders and floor plates In chiargihg track at’ open-kearth plant No. 4;
t#o 12-ton ¢harging crones for heating furnates at 140-inch plate mill; motor-
-drived titidg eable-for 140:inch plate mill; retonstructing portion of electric
power emiesion line; 20,000,000-gallon centrifugal pump with motor drive
in ‘mafn pump house; 8 narrow-gauge locomotives, Edgar Thomson works—
Casting storage huilding at mill department; oil quenching tank ‘and equlp-
ment in splice bar shop’ 25-ton locomotive crané, Duguesne works—Recon-
gtiucting two 70-ton’ futnaces at open-hearth plant No, 2; improved manipula-
‘tor for 40-inch. blecoming ‘mill; cosl, ‘eand, and water station for locomotived;
steam Jocomotive crane and ‘grab bucket. ' Scheen Steel Wheel works—Siug
idnd neale disposal platts at mills Nos, 1 and 2; 2 vertleal car wheel turalng
and facing lathes for 1 No. 1; wheel manipulator for mill No. 1.. Yacy fur-
nhces-~Improved facilities for charging operations at 2 blast furnaces. New
Qatitle works--1,800-ton hot-métal mixer and extension to mixer building; im-
proved facilities for charging operations at blast furnaces Nos. 1 and 2; 2 tar-
';mgp-dﬂven ‘centritugal pumps to supply high préssur¢ water to bar mill sprays,
‘Ohio works—Seale pit and 4 manholes on sewers serving 48-inch blooming mill
and contindous willl; new 44-inch ‘¢ylinders and auxilinry’ equipment for gas
blowing engine; 20-ton locomotive crane and grab bucket at slag crushing plant,
Upper and Lower Unlon, Youngstown worke—Two 20-ton focomotive cranea,
M?ng'o ‘works—10-tor'cupola - crane at Bessemer department; new back table
4t 82-inch blooming mill; 2 narrow-gauge lecomotives, Bellaire works—Im-
proved facllities for charging operations at 2 blast furnaces; 28-ton locomotive
’t;ranedt}nq grab bucket. Tor river ivansportation, 21 steel barges were pur-

“Work in’ progress: Howesteaq worke—Two 125-ton electric overliead travel-
‘ing cranes and rediranging equipment in north e.d of building at open-hearth
plant No, Z: eight 834-hotsepower bollers and auxiliaty equipment at 140-inch
ﬁldte mill; steam 1ine frdm 140-inch plate mill boller house to 48-inch boller

ouse, ' Edgar Thomgon works—2 additional furnaces at open-hearth plant No.




INVESTIGATION OF BUBFAU OF INTERNAL RBVENUE 1198

1; eguipping finishing end of No. 1. rail mill for rolling and handling sbeet have.
Duquesne works—Recongtruction blast furnace No, 1 and stock yard; extapd-
ing clean gas main to. stoves of hlast furnaces Noa. 1 and 2; three 125-ton
ladle eranes, 18 steal ladles, and strengthening crone. runway in, open-hearth
plant. No. 1. Carrle furnaces-—Additional .pig. casting machine; water treat~
ing equipment for purifying plant, - Imcy furnaces—One, palr modera blow.
ing engines for blast furnaces. Isabella furnaces—~10-ton ore bridge and -ove,
stocking facilitles. New Castle worke—New boller house, 7,700-horsepower,
boilers aud ceal storing and handling facilitles, Obio works-—8,000 kilowatt
electric generator and gae engine, Mingo worke—Gaa. washer for stoveés at
blast furnace No. 2; boller house, 4,000-horacpower bollers and feed water puri..
fying plant, Bsllaire works—River dock for hapdilog pig iron and scrap. Fur-
ther p! wag made in the convtruction on the Monongahels River, between,
Homestoad and Duquesne works c¢? @ dock for.river shipment. - - . ... ...

Ilinoly Steel Co., work compinted: South works—300-ton hot metal mixer,
at open hearth plant No. 2: electric drive for 90-dnch and 132:-inch.iplate,
willa; improvements to Anishing end of #0-1nch and. 182-inch plate mllls.  Joliet.
works—Sanitary facllities for blast furnace department; planer and.ylotter,
for central mechine shop. . L U Y

Work in progress: South works—4 new air cylinders on 2 blowing englines.
at blast«furnaces Nos. 5. to. 8; ralaing roof of north end of bullding, modern-
izing crane facilities, .and improvements to main engine at slabbing mili;.
slag breaking oquipment... Jollet works—Remodeling boller- house ,and
modernizing boller equipment at rod milly; restaurant huilding at coke plant.,

Universal Portland Cement Co,, work completed : Bufiington plants—Improv.
ing pltch of 10 kilns at mill No. 4; pneumatic gypsum hangling system at
mill No. 6; additional eoal dryer at mill No. 6; improvements at watey intake
serving mills Nos. 8, 4, and 6; enlarging sack storage building; subway under
railread tracks at plunt entrance; 8 lodglug houses, offico and. recreation.
bailding and boller houso; 800 steel underframe box cars. Universal plant—
Increasing raw material geinding and conveying facliitles; jmproving pitch.
of 13 kilns; twenty 4-room houses; bridge over roadway.. .. . .

Work in progress: Buffington plants—-Dust collsctors for kiins and . raw
material mill, coal grinding equipment and safety appliances at mill No, 8;
slag dryer in raw material mill at mili No. 4; additlonal kiln, boiler and dust
treater unit in burner building at mill No. 6; now power distributing system
for mills Nos. 8, 4 and 6; rebullcing South Chicago electric transmisslon Mne..
Universal plant—8 Hercules milla to modernize grinding unit in finishing mill,
Duluth plant—additional kilo, with auxiliary grinding and finishing miil
facilities; dryer and raw material mill dust collecting system; extension to
sack storage building; sack cleaning equipment.

Indiana Steel Co., work completed: GQary works——Improving handling facill-
tles at finishing shears of 180-inch plate xmill; stack with automatic control
for surplus gas at blast furnaces; additional machinery and. tools for shops. .

Work in progress: QGary worke—Additional wheel finlshing equipment;
stockers for burning coke breeze under 12 bollers at coke plant; additions to
coal mixer at coke plant including enlarging building; extending dock wail,

Minnesota Steel Co., work completed: Duluth wozks—2 additional gas
washers and enlarging washer building at blast furnaces; 42-inch gas main
from blast farnaces to No. 2 boller house; extending shipplng dock at rod
mill; improvements in forge shop; 12 ingot cars; 20 steel gondola cars.

‘Work in progress: Duluth works—Remodellng blast furnace No. 1.

The Lorain Steel Co., work completed: Johpstown works—Shop for con-
struction of steel cars for use of mines and industries; flask yard, including
20-ton electric overhead traveling crane. Lo

Work in progress: Johnstown works—2-ton Heroult electric furnace in
open-hearth huilding. - . S o e \ ’

Natfgnal Tube Go., woik.completed: Natlonal works-—Wat gas cleaning
plant for stoves.at blast furnaces Nos. 3 and 4; eguipmont for upsetting and:
fipishing G-inch dril! pipe; continpous.upsetting and. threading egulpment. for
lap weld mill; tapping and.recessing equipment for coupling depurtment; 2
automatic coupling boring, recessing and facing machines; 200-ton standaxd:
gauge track scale. . Christy Park works—Extension to “Horn” welding de-
partment .to increase capacity; circular welding machine and hand welding
rig; metor-driven air compressor. Continental worke—4 automatic coupling
boring machine. Pennsylvania 'works—Coupling finishing equipment - for
mannfacture of taper tepped couplings. Riverside works—2 dormitories
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for mill employees,' Blwoéd works—Stralghtening machine for 10-Inch tubes.
" 'Work in"progregs: Gary works—New pipe nilllg, consisting of 5 butt-weld
nillls, - 4 lap-wold mills) and 1 seamiess mill with auxillary departments and
shope; 16 dwelling, hotses, " Natlonal works—E5 hot blast ‘stoves for blast fue-
nRcel _{ow, 8 and 4, Christy Park wo ke--2,500-horsepower bollers and aoxii-
fary fadllitles, -Contlaental works—Coupling fibishing depattment, including
elettro-galvauigiog plint: Penhsylvapla works—8-spindle vertical tappihg mi-
ching fof'8inch to 12:ncH doupliogs. ' Wllwood “works—Extension' t6 maln
tillding; Hdditlouel ‘finlehing ‘machinery and rélocating equipment in No. 1
:iqth'inm: facllticn- for producing seamless coupling blanks 1¥%4-inch to 2-
nel siges, ,':' v,{wv A e . K "4" N
" The Nattonal:Pupé '09., work completed: Lotaln works—Improvements to
scregning ‘factitles &t by-preduct ‘coke plant; 100-foot exténsjon to glpe gal-
sanizing plant buildidy’ gnd #dditional galvanizlng equipment; building and
equipment for =e‘l{llsctfoi;g§lvamzing couplinges; 8-spindle tapping’ machine and 2
es for

v mach e éouplln(ﬁ'i;hop; Improvements to No. 2 butt-weld
11 gas’brodtieérs; 8 cinder lndle cavs for: blast farnaces; automatic ‘safety’
cuuplers oh 48 Harfow-gauge cars, e : T e

Work in progress: Lox;a? works--New boiler house bulldiug; six 1,300-hoise-
power‘gas»ﬂmgi'bpﬂgrs abid'elikiliaey facilities; 1,000kilowatt motor generator
et ue Blawt |fittass Dlowlng engine house:"8-bay extension to gas engine
buliding 'wnd'additionsi-gas engine' unit with 8,800-kilowatt alternator,
JrAimebiéan Stb_el"g Wi Co.,'Work- tompléted: Newbtirgh Steel -works~Two
60:toh’ ladlin 'and 10/ chirging cdrs for open-hiéarth department; serap handling
eqaipment “at! bouverters'in Beasonier department, Newburgh wire works—
8 'cof@-rolling muchined.” Central furpades and docks—Rehiilding ore unload-
ing ¥unway "at’ dovky; alri tompressor for power housé; 25-tor locomotive
crané} standard walige 'spraades for 'slag Qunp.' By-product coke works—-Coke
quedehintg! cay,. Cuyahogy ! works—Wilarging  annehling  bullding; - additiondl
anngalihg ‘equipimeént for flatirolled metsrial; slab heating farnace No. 8 steip
miil; variable'dpeed motors for. 5 'cold-rolling machings; 6 colling machines
for cold-rolling department’ Condolldated works—New pot annealing building,
t¥o'4-pot anunealing fainhces and auxiiary facllities; hydraulic pumping unit
i el matll pump houke, H.“P. worksi-150-ton rallrodd track scale; teh 8d
spring nall machinds, ' Wauokegan 'works—Blllet conveyor in rod mill; patent-
ing ‘furnide’ and auxtiery equipnient’ for- additionel patenting unit; 150-ton
tehek -scale.” Rockdale wotke-—Rod 'hahdling  system tlivough wire mill dry
houte ;' ddditional ' galvanizing” unit for fietéing; hand-operated stokers tor 4
bollers ;'American lawn fericd méchiue, - Scott Street—Improvements in cleaning
liouse ‘facllitles new {diké-up frame for No. 1 galvanizing outfit. De Kalb
works—Roof over rod dock; 2 concrete neutralizing tanks in sulphate of iron
départmeiit;'stralghtening ‘and cutting machine. Anderson works——Track scale
ifi yary departiiént’ ‘ten’ 84 American nall machines.  ‘Shdenberger worke—-
Granmate'djslag‘ hdndling-equipment: for No. 2 blast furnace; 10-ton electric
overhéadl ‘teaveliig crane In Bessemey department. Allegheny works-—Ioco-
motive crane with: generator, . Rahkin works-~Extending wire mill bullding
and ‘enlarging baker; 2:timbler nall galvanizing outflt, - Braddock workd—15-
ton steam locomotive érane. Nevilleé fnrndces—Extending ore yard; 7' cinller
lddles and cars,” River Divislon—20 steel barges. Worcester, north works—
Additional continuous wite-drawing equipment; Increasing electro-galvanizing
department, ‘Worceste?; South works-—New crane runwdy in' scrap tank to
open-hearth ‘d’epartmént.‘ 'Worcesgér; electric cable works—Improvements in
rubber mixing depdrtment’; additional facllitles for saturating weatherpreof
wire ‘and cable; Falrfleld ‘worké—12 additional wire-drawing blocks and
changing drive; frame warehouse for woven fence. Denver, Colo.—Warehouse

bullding. . i

Work in progress: Newburgh wire works-—Modernizing and Increasing
capaclity of pot-annealing' departmént, -Central farnaces and docks-—Rebullding
blig ‘fornecs “A” “By:product’ coke Works—Watel-cooling tower and récireu-
Iatng system; chemleal fireé-protection system for benzol department. - Cuya-
Hoga worke~-¥nlarging grate area and improvements to seven @%58-horsspower
boftérs; 3-bay extension  to cold-rolling bullding; twelve 8-Inch cold-rolling
macli'nes.” Amerlean works--Steam jet ash handiing system for central boiler
plant. H. P, works-~Stotage and -handling facilities’ for-billets and rods at
rod mill. Balem works—New boiler house, four 225-horsepower bollérs and
doxiliady " facilltles, Beott Stredt workqa-Modem}z!ng wire-drawing depairt-
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ment, De Kalb worke—Hxtendidg natl miit ‘dullding and installing natl' gal-
vaniziog departmerit. - Anderson works—1vew boller house, four-800-horsepower
bollers and auxillary facilities, - Allentown works——Iour 660-horsepbwer bollers
with coal and ash handiing ‘equipment. - Worcoster," south workd—Two 12-
block wire-drawing framew; 3 wire rope machines!to tiake filler rope; atugle
reheating furnace.. : Woicester, ‘cantral - worké~~Additional’ awealing facilitles;
including bullding and’ fout 4-pot annealing furaces. Worcester, alectric cable
works—Improved’ type stranding andi armoring- machihe for” wire cablei -New:
Haven worké—Extension to power station buildtng)(1,350-liorsefiower turbos
genotator and additions to steam ‘power-facilities, The finishing departinents
at Worcester, north, south, and centrdl: works, ass'being equipped: to operate
by electrlc power. Equipment is being inetallsd’tat Cuyahoga,  Amerleat;
Waukegan, and Fairfleld works for mechanfcally henéling bunilesiin the wire-
drawing departments. Fortinstallation at vatious works.80 double-blow mait
machines and 1,250 wire - mill buggies sve bélng constructed, ~v. i o0 Si. ¢
Ameriean Shéet & Tin Platé Coi, work completed : Qary workesheet: mill-~+
Motor-driven '-corrugating. machina;: 25-toh. - locothotive : brdne.’ Vandergiift
works—New ‘maninalator.for blosming' mill}-squipineat-£dp: ntiliztug’ exthaudy
steard. to -heat warehouse. Buildings; lims: storage buildfng and track  connec-
tion; boarding -hpuse for eniployees; rebuilding locomotive:; Shenango worke—+
4 pressure blowers for air cooling at tin pots;-setiling-tank at water softening
and purlfylig: plant;-5.ejectric storage ‘battéry. traetors,. s Natlonal. ‘WOrka-+2;
pressure blowers for ain'coolMng at ‘tin :potss New. Castle worka«+Extension
to annealing building And relotating! white plekler; 2. pressuve blowers for-alr
cooling dt .tin pots, - Wood works—2 stands/of motor-dtiven cokl rolls !Leochs
burg works-—New pump house and pit. Sabraton works~Fotnidativhs, ded
plate, mechanical déublers and tinderfeed stokers for.hot mills Nog:. 1: to 40;
additlonal machine shop equipmeat.. Chester- works-~BExtension to: annealing
building; new:annealing farnace and-improvements'to ehavging facilitiension 4
furnaces; Dover works—Motor.drlven bar #hsar with approach: tableiand. piler..
Laughlin : works—"Tractoy  system -for handling boshes between - whita plokler
and :tinning machiues. New .PhHadelphia - works~-Continucus' open annealing
furnace. American works—Mechanical doublsr with shear: for No;i6. hot milk;
tractor system for handling boshes between white pickler and tinning.ma-
chines. Oanton' roll and --machine - workse—Motor-driven planer,. shapet; and
glotter for machine shop. The site and bullding ctcupled as.a rebeéarch labora~

tory An the city of Pittsburgh were purchased, ' :twi'y e e ! L
Work in progress:. Vandergrift: worke--76-foot extensionitq scvap dtop run-
way and installing 10-ton crane with lifting magret:and grab bucket. .-Shenango.
works—1,500-kilowatt turbo generator and coudenser Iin . power: house; 18
brick stacks over tin pots and rearranging tin houle efuipment.: ‘Nailonal
works—Water softening and purifying systein for boiler plant. New Castle:
works—Coal-handling systoms at hot mill, annealing furnaces, gas producers,
tin and boiler houses. Pennsylvania works-——800-kilowatt engine-driven gen-
evator and eularging power-house building, Laughlin. works—500:kilowatt
turbo generator. .Amerlean, works—Extenslon to boller hoyse and new 693
horsepower bofler, Further progiess \yhs, made in jsgpprdvlhg the cake tinning
cquipment at Gary, Shengngo, Nagignal,’ New Cgstle,  Plttsburgh, Yaughlin,
Crgscent. and Amerlcan works, ' 0 L L
" Sharon Tin Plate Co., work completéd: Farrell works—Afechdnleal stokers:
ang coal and #sh handling equipment for 10 sheet and palr fufneces; inbdtox:
drlven hydraulic mun%for serap hundling presses, | R
Work in progress: Farrell wosks—Rebullding hot mill furnaces Nos. 1 to
10 u;xp “equipping . with mechanical’ stokers; improvements to coke tinning
equipment. : LNyl e .
American Bridge Co., work comipletéd: Ambridge wc‘)rks—;spﬂnkjler syatem
in templet shop and store room; dormitory for ldboreis. 'Pemcoyd worke—
Charging end drawing, machipe for 28-inch miil, A Elmira works—Rebuild-.
ing templet shop; lean-to addition to maching shop. , Land porchased—190 lofs
and bulldings at Elrama, Pa, N e ’ S
Work in progress: Ambridge works—-Rebuilding annealing furnace in_eye
bar .shop. Shiffer works—Additions to and modernising tower plant. Ren-
coyd works—New stack for No, 3 bolter, . o L
Canadian Bridge Co, (Ltd.), work completed i Walkervillg, Ontario works—
Enlarging galvaniging department bullding; additiongl galvanizing equipment.
Union Steel Co., work.completed:.  Donora.. wire. worke—~3 electrie welded
reinforcement machines; additional warchouse faciiities; new rcof over clean-
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ing . hengo; stoam locometive crane,, Faxrell works—Cosl and ash handling

aquipwent, for. gas producers at blooming mill; monorail system for gas pro-
dueemmnd rod mill seale pit; new Aoor in wire mill; § Clark slde dump cars,
Marcar workswﬂonﬂnuous anneallng furnace and. buudx

«Work in progress: Donora stesl works—Xngot track acales. Donora wlre
workis—New: engine fox No..8 rod mill; ‘equipment for mechanically handling
bandles. in wire drawing department, Farrell works—Rebullding 3 furnaces
in. open hearth .plant; 12 waste.heat bollers for open hearth plant. includlng

roversing valvea. for 12 tunnmx TR

Gla!rtou 8teel Co.,; W !&\4m. Olatrton works-New boller plants
for steel works and blut fornaces; water purifying plant for hoiler feed water;
additions. to 404nch blooming solil.

Qlafrton . By-product (loke Oo,, wm-k camplewd CIairton work&—-z motor-
‘driven contrlfngal pumips.for coke quenching stations,

Work in progress: 838 additional by-product coke ovens, with facllltlaa for
tar and ammonium sulphatd recovery; :bsagol plant; gas booster statlon,

‘Tennoasee Coal, Iron & Rallroad o, mannfacturivg properties, work com-
ghwd Ensley works—&884-horsepower and. two.770-horsapower bollers. for

0. 1 .steam plant; pulveridng. coal plant with bandiing and storage facilities;
@ cinder cars and pots for blast faormaces; rebuilding, billet yard crane run.
ways metor: drive for 28-inch rail. mill; .cooling towers. at. No. 2 power
.pant; 8-room additlon to.school for colored children, ‘Bessemor. rolling millg—
200-ton shipping ecale, Bessemer furnaces—Three BU0-horsepower bollers for
blest. furasoes Nea, 1 and 2; water lins from Raimund and Muscoda mines.
Oeatral waber worb—nwuer: reeovery and eoonng system ; raismg Bayvlew

Work ln progresa: Ensley works—-d‘uwbo’blower. eondenser, and cooung
tower foy: addltlonal blowing capacity at blast furnaces, -

- Fairfitld S8teel. Qo, work completed:  Steel works—n-inoh 'merchant mill;
addludna to 45-inch blooming mill to roll 4-Inch billets; wood car and repalr
shops lambdr storage yard and planhing anill; third hot unit in tle plate finish.
ing department;-:steam  hemmer in forge .shop. . By-Product . Coke plant-—
Dzying oqnipment foz ammonlum sulphate, addlﬁonal wash ol circulat!ng

Work in progross Steel worka-—Sbeel foundry; enlarg!ng ﬂnishtng end of
structural wills central bathhouse, ..

Uznited States Steel Products Co.,, work completed ‘8an Francisco ware-
house—Hxtending Twantieth Street dock 820 feet. Land pumhased~—7 acres
for warehouses site at Vernon, Calif., -

Work in progress::Loa Angeles 'warehousew ‘Warehouse bulldlng and equip-
ment at Vernon, Oaut

OOAL AND OOKB X’ROPBHEB

Totel expended durlng tha year . ; 35, 079, 269

For the acquirement of 2,073 acres coal lands ib Fayette, Mercer, and Greene
Contitles, Pa., and in /ermmon Couuty, Ill, and 839 acres surface land in
Fayette County, Pa,, there were expended 461,958,

Ju the (}'omxellsvjlle distgict at Colonial Nos. 1, 8, and 4 works, for facllities
ul incresta the gtitpat.of coal and for underground transportation through
Alice mine to Colonfal dock there. were expended $3,688,250.26. A veatilating
shaft is belng constructed at Dilwoxth, works and a motor-dﬂven ventilating
fan, with electfie trangmission line and motoy house, was installed at Maxwell
works, Wister sprinkling systems to settle dust and for fire protection were
completed at Maxwell, Gates, and Colonigl Nos. 1, 8, and 4 works, Additional
pumpﬁng equipment and .ash conveyor systém at Hostetter works and the pump-

giant at Fiibert works were completdd. Pumpling facilitles were installed
nited works and are being installed at Palmer works. Additions were
made to the boller plant at Nos, 1 and 2 slopes, Brushwood pump station and
brick works at Lemont works, .To replace steam power the mine at Marguerite
works was equipped fop electric ‘operation and similar change in pbiver i being
made at Fdotédale works. An electric’ haulhge system is being installed at
Leith works te yeplace the rope haulage Aystem,’ " Concrete lining for.the air
shaft at Contlnenta ‘No, ¥’ works 'was’ ‘completed and the tipple at ¥denborn
works’ is’being vey( eléd, “There were expended '$505,7564.40 for 113 dotible
tenement ’honses cnmpleted at Ralph, Maxwell, Gates,’ Lambert,” Edenborn,
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Footedale, Calumst, and Filbert works and for,80 houses belng constmcted at
Palmer works, Boarding houses were completed at Fotedale, Co lgr,

ring No, 8, Calumet, Hecla No. 1, Philliips, and United works, an athhousea
at Gates, Colller, and Phillips works for which there were, expended -850,714.20,
Coke drawing machines wore installed at. Yorkrun. Comer, J4ith, Lelsenriug
electric locgmotives and .cars, there were ex

No. 3 and Hecla No. & works, . For addl ons to m e equlpment. lnoludlng

In the West Virginia and’ Kenmgky fields additlons are being made ta the-
main power plant at Gary, W. Va,, fncluding extenstons to the power, bpller,
and crusher plant buildings, 3,000-kilowatt turbo-geuerator, coudeunser, epoliig
tower, two 800-horsepower bollers. and .coal pulverising equipment, At.works
Nos. 2, 6, and 9 there are being installed new pit mouths and electrical faclll-
ties, with power transmission llx}e,aand at works No. 40 the plant is being com-
pletely equipped to operate by electrleity. At works No. 10 a 300-kilowatt ro-
tary converter, with transformers and switchboard, was iustalled.. At works
Nos. 2, and 9 brick buildings are being constructed for use as combinen mine
office, bath house, and emergency hospital.' At works- ‘Ne, 't an amusénent
building is being built, and at Lynch Ky, & brlck school buildlng !ur coloréki
children was completed.

In Allegheny and Washington Countles, Pa,, theze were etpendéd -81 218 488 03
account construction of two new mining plants, works No@ 3 and’ 4 and 'for 48
electric coal mihing machines £or works Nos, 1, 2, and 4. Addmous dre belhg
made tto the electrical equlpment 't Works No. 2 lnclﬂdlnx 675-kﬂowatt mowr
gellerdator :

Inthe lﬁfnols coal field, for the turther development of tlie mhle at Bunsem
ville ‘works, there were expended $268,640.74. The installation at VettiHon
worka of equipment t6 -permit operdtion ‘of plant with electrie-cutient was eom-
pleted, and at Universal works equlpment for a similar phrpose is deliig in-
atdalled. To provide additional- power ‘for haulage and gathering locomotives
two 150-ktlowatt generators are:being installed ‘at Middle Fork works. -Addi-
tional mine equipinent acquired- included 4 sléctric locomotivds and 200 mine
cars, There were purchased' 38 standard-gauge 70-ton steel slde:dtmp cats, !

In the Birmingham, Ala., district additions were made to the boiler: plant
at Hamilton slope of Pratt works and an additlon to the boller plant at Docena
works is in progress; a 500-Eflowatt motor generator set is belng installed at
Fidgewater works and the méctianical ‘coal loaders at Bayview works aré belilg’
equipped with six 125-horsepower double drim electrie holsts; four Jeffvey locg-
motives were purchased for the Bayvlew works and Ducena works ; ‘a ‘bath-
house i3 being constructed at Dodena works and the sclmol for colored children
is belng enlarged at Edgewater works.

mON ORE AND FLUOBSPAB PBOPER‘I’IES

Total expended durlng the year, B e $5,813 616,

The foregoing aggregate expendlture includee, m addlﬂon to the plent ex-
penditures lsted below, an outlay of £409,5608.80 to purchase fractlonal out-
standing interests in ore properties -and for surfaoe Jand in 8t. Louis and
Itasca Counties, Minn, . There was also expended the sum, of $1,603,511.20 for
equipment for use at the varlus mipes, viz, 12 locomotives, -12 8teel flat carm,
101 steel -stripping cars, 2 locomotive cranes, two 300-ton revolving steam.
shovels, three :50-ton revolving steam shovels, 2 steel spreaders. and 10 eaiaer-
pillar trucks 'for steam shovels.

Norris-Aurora. mines—8anitary fadlltics in 50 houses in N Pabst location
aud sewer lines connccting with main sewer; 32 double. drum-tugger holsts.
Puritar mine—New structural . stesl headframe . and idler: stands. . Genava
mine—Account equipping new shaft,. Tilden mine-~Change house; 2-staze air
compressor. Pioneer mine—Extending stockpile trestles at A and B shafts;
12 double drum tugger and 6 slusher holsts. Lewils mine—Account steel britge
and tracks for mine approach, coal dock, ‘water tank, and tranemission line.
Frager mine—Account 36 dwellings and boarding house; also water and sewer
systems.  Hibbing disirict—Account new crushing and screening plant, air
compreesor, and machine equipment for shops. Hull-Rust minse-~Temporary
crushing  plant; 4 motor-driven pumps and electri¢ air compressor for bofiler
plant, Virginia district-—Account new crushing and screening plant, including
approach ; account tracks to Leonldas concentrator plant from Missabe Moun-
tain ore yard; 8 dwellings, Virginia mines—Drainage . well and pumping
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et it No. 2 sheft. ' Minnewas mine—Account 4 dwellings; account
pumpl EP&?& «nd ‘cotil ‘dock’ for water and fuel'supply for stripping opor-
atl,éqs: ¢n mine—Atcount equipping ‘new shaft, + ' v SR

‘In' the Hed Mountain distriet, Ala, motor-driven alr compressors were ig.
stalled &t Wenonah snd Tshkooda works; a transformer sublitation 'was built
at Wenonah works ;'50 water haminer type drilis-were purchased for Muscoda
#nd ‘Wenonsh works; a 2¥oom 'and auditorium addition was made io the
school for ¢olored children at Wenonsh works; 70 ore loaders are belng in.
st31ldd at vailous works, - - A A

" A Fluorspdr property in Ofittenden  County, Ky., was purchased at a’ cost,
including outlnys'mude for developnient to close of year, of $881,228.63. ' -

PPt YRANSPORTATION ' ¥ROPERYIES

Totat exponded durtn‘s'-the b L) S . X $11,128, 785.

- The total expenditures as above include the cost of. 2 motor-ships, the §tesl-
motor ang Steslvendor,, for service on,the St. Lawrence River and the Groat
Lakes and for standard gauge raflroad equipment, viz: 80 locomotives, 510
steel: underframeo, gondola gars, 201 steel side-dump cars, 185 steel underframe
box ears, 110 steo] gondola cars, 100 stecl composite coai caxs, 7 steel caboose
<Are, 2, ing. cars, and 1 locomotive crane, For the additiona) steamers
and equipment .weve expended $5,480,78062. . | | : S

By Union Ra d Co.~At Bessemer, Pa., account coaling and sanding
station, completing. esh handling plant at engine house and at Monongahela
Junctipn: for machinery for car shops; $28,495.71; on Duquesne .Branch at
gtwm n:lxli' %‘c“?’d yarda fon.addl:lozé&: h&c:s szgt}z ::lz?ﬁaﬂon of tracks and

) 'y, fOr- pegrrangement of ¢ra ,745.27, .

By mer. & Lake Erle,Railroad. CoFor widening chanel betsreen
docks Nog, 1 and 4, coucrete dock front -and mschine runways and for
10&1:@15&& Conneaut. Harbor, Ohlo, $827,108.00; account 100-foot. turn-
ggla,and- gth

sning 4 stalls at shopa roundhouge and new tool room foy
ops at- Qreeqville, Pa,, $62,631.98; 4-stell englue house, ash pit and tracks
At North. Boagemer, Pa., $18,283.77; eliminating grade erossings and {mproving
highways in ‘vieln‘ty. of Greenville, Pa, and Osgood, Pa., completing triple
arck and making fll for new soutbbound trgck betwesn Pardoe, Pa. and
oolspring, Pa, and filling for changeg to. main lpe north of Culmerville,
Pa., and south of Rural Ridge, Ps.,,$443,314.48; Y track for turning locomo-
tives at Alblon,. Pa., enlarginr vard .and new track scale at Branchton, Pa.,
new yard and eliminating gra<ts crossing st Rursl Ridge, Pa., and enlarging
<Curtisvilie-Russellton, Pa,, vard, $88,702.94; at varlous points for relaying
track with heavier rau,éé%,sas.sa PRy Co
By Blgin, JoMet & stern Rallway Co.—At Hast Jollet, Ill, for new
mel -ear shop, 14-stall addition to roundhouse, 1,900-ton. copcrete coal chnte,
der. pit and terminal bulldings, $732,852.70; at Jolet, Ill,, for additional
‘machinery Yor braekaiiith, ‘car ‘and’’locomotive’ machine shops,- 858,046,738 : at
Kola; I, for add®ional- interchangé track, at- Jollet, 1L, for -coal etocking
‘tracke: and at Matteson, 1L, for constructing separate grades at crossing
Witk Tllinols Central' Raliroad 'tracks, $90,212.56; at Hast Jolet, Iil, for
filing 4 spans of ‘bridges over Desplaines. River, revising track geade and
wconstructing second track to Coynes, Iil, $218,150.93; at various-locations for
in¢rensed welght of track materlal and improvements to road bed; 851,268.82.
By Chleago, Lake Shore & Hastern Raflway Co-~For 20-stall addition to
‘roundhouse, '1,000-ton ‘conerete coal chute; 60-foot extenslon to wood working
#hop and 'additionsl - machinery for shops in Kirk Yard at Gary, Ind.,
$871,860.03; for track connections to tibe plant at Gary, Ind., and for.varlous
%eﬂkgl‘;(l)‘ serve - the  steel plants at South Chieago, 1., and’ Gary, Ind,
~ By Duiunth & Iron Range Railroad Uo.~At Two HMarbors, Miunp., -gocount
conerete” pocket bottons: and stesl frents for ore dock No. 1 aud -concrete
‘partitions, ratsing and widening deck and steel and concrete approach for
ore dock, No. '8,-36,004.61; at Two Harbors, Minn,, for coal screening plant,
750k, 'w. turbo-genorator for power plant aud machine equipment for 8hops,
$168,079.081 at Bveleth;. Minn., for passenger and frelght: termiunal.and at
Hba, Minn., and Mile Post No. 111, Mian., for overhead highway : crossings,
$40,490.03; at varlous locations for. yard -tracks, sldings. and spurs anad- for
Ancressed (cost of track matsrial laid in.renewals, $50,058.65. - .+ . - ..
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By Duluth, Missabe &  Northeérn Rallway OCo——¥or land purchastd for
tevminal extension at Proctor, Mfan,, and for geavel pit at Hibbing, Minn,,
$20,264.70; for additional equipment at coal and limestons docke and extension
to electrle statlon building at ore docks at Duluth, Minn,, $78,624.48; machinery
and tools for shops at Proctor, Minn,, 5-stall engine house at Colerajne, Mion..
and water station at Coleraine Junction, Minn, K $108,860.78; for gdditional
seale tracks in yard at Proctor, Minn,, and passing track at Taconite Junction,
Minn.,, $46020.97; for tracks at Minnewss and. Missabe Mountain Mines at
Virginla, Minn,, track to ore crushing and screening plant at Hibbing, iMinn,,
and reconstruction of mine-yard tracks and new track connection at;Heall-Rust
Mine, $207,259.89; for ballasting roadbed between Hull Junction, Mion, and
Calumet, Minn,, and for iucreased weight of trsck materlal Iatd at varlous
locations, $72,086.88; for overhead bridges for stripplng trecks at Mitehell,
Minn,, and highway at Emmert, Minn,, $38,409.02, . SRR

By Bpirit Lake Transfer Rallway Co—At Steelton,:Biun, for sdditional
yard tracks, and at various locations for bridges and culverts, $41,083.27, ;

By Tenunessee Coal, Iron & Rallroad Co.~For account constsuctionicf a
high Une track system for transportation of ore fromw Red Mountain, Als.,
mines to the blast furnaces at Bessemer, Ala, and Husley, Ala,; there ware .
expended $421,780.99. e o

By Pittsburgh Steamship Co.-—~For additlons to various stemmiers, idcluding
new bollers, tank tops, pilot houses, ete, $588,16688. " <. , R

By United States Steel Products Co.—For equipping steamer “ Crofton Hall'™
to use ofl.as fuel, and miscollaneous: additions to 28 steamers to fully equip
for foreign service, $184,035.40 ; 28 gyroscope compasses and 20 soot blowers for
various steamers, $197,800.72, . S S

MISCELLANEKOUS PROPERTIES
L .

Tatal expended during the year. . e : .-+ $1, 839, 920

For a gasoline plant at Waynesburg, Pa., 2 gas-driven afr compressors for
compressor station at Ryerson, Pa., 2 gas-Griven air compressors at South
Bend, Pa., and relocating in Marshall County, W. Va,, 16,0600 feet of 12.nch
gas pipe line transferred from Allegheny County, Pa., $100,110.9; 4 200-horse-
power bollers at Huron, Pa., water-pumping stetion .and electrification of
pumping eguipment at Bridgepo:t, Pa., water-pumping .station, $37,202.10;
extension of water, gas, and electric systems at Gary, Ind, sl§0.825.21.,-.,ln
Fayette, Washington, Mercer, and Lawrence Countles, Pa., and Barbour County,
W. Va,, for 8 brick store buildings and enlarging 1 store bullding, $270,880.89;
at Clairton, Pa., account 200 dwellings and at ‘Youngstown, Ohlo, for 268 dwell-
ings, $118,089; at Gary, Ind., for purchase of 120,842 acres lahd an@ account
construction of roadway to new tube pldnt, $320,288.48; at Fairfleld, Als;, and
Westlleld Village, Ala., for 268 dwellings and 125 family-unit houses, $171,204.11.
At the limestone properties in Pennsylvania land purchases were approximately
7556.8 acres surface, 38.5 acres limestone, and 7 lots, for which there were
expended $109,888; and for plant additions—Machine shop and.tcol equipment
and new compressor plant at Hillsville plant;. in ‘Lawrence. County, $27,081.24;
12 dwellings, additional storage track and air cperated mine shovel at Annan-
dale plant in Butler County, $44,707.16; 17 double .and 15 single dwellings,
;vliotg &rggt and sewer improvements, at Keaylor plant in Clarlen County,

e
¢

Examir K

CARNEGIE BTEEL CO. .
War period: - T Amoriisation allowed

tera No. 138, general railroad equipment §72.9 per cent).___. -- $348,734
-+ Yteni No. 139, ?eneral railroad equipment (80 per cent).._...... 6063, 264
... Item No. 308, 190 standard-gauge cam.(80 per ¢ont)...aeoa-n.. . 63,102

Total. e e rcrccccaccnnvemanmccancen e necamamaeeaae 1, 078, 100
Nora.~—Items No. 138 and No. 130 consist of steel hopper cars.
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Postwar period: Annual report. 1920—4 standard-gauge cars; 2 eleotric loco-
mativoaa ual report 1031-~500 etoel hopper cars; equipment for locomotive

repair. shop.' Annual- report: 1022—-75-ton switching looomotive, traok goale.
Annual report 1928—-—5 nprtow«gsuge lccomotives. L .

War S 4 ' '
ﬁgm Nov 8, magnetic cmne (80 per cent)-.--_._--___; ............ 28, 508

© " Itém No. 70, locomotive crane and bucket (80 percent)._._.___.. 7, 585
!&xm No. 148, 4 locomotive cranes (66 3 per cent). ... ..onoiil 11, 561

27,664

pqriod Annual ort 19205 ocomotive cranes. Annual report
1923—-2 locomative cranes andp buckets, A
War

tam No. 34, lﬁ,OOO-kilowatt turbine genemtor and boilers...... 3238 834

Items No. 41, 15,000-kilowatt turbine generator (78 5 per cent)-. - 107, 138
' Ttem No. 42, boﬁem for above (78.5 por cent)_............... 46, 132

m,———b-
890, 104

,PQR;\ r period: Annual report 1920——-15,000-kilowa€t. generator and boilers.
Teport’ 1921—New bo ar plant, two 1,000-kilowatt genefators. Annual
#eport 1923—New boiler houge and, boilers, 3 (00-kilowatt generator.

‘War period: Itemt Nu: 64, réconstruutlon blast furnb.ce No. 4 (80 per cent) $30, 077.

"JPoctwar period Annual report lﬂZO——Rebuildlng ‘blast furnace - No. 5.
Annual report 1922-—Rebuilding blast furnace No. 3.

War riod
tom No. 325, river eq\nipment (80 per cent), consisting of 3

oV A steamers, 70 steel barges, 1 tug ................... veaa~ 3307, 167
., Item No. 328, river equipment for ccke (80 per cent), consisting .

... of steamorg, barges, and tugs .................... e 271, 897

T Rotek e g e e O S e 579, 064

Pbat’#pk‘periodf Anpual report 1921—1 towing steamer, 25 steel barges, 1
boat. Annua] repoﬂ: 19221 eteamer. Annual report 1923 —21 steel

rges.

War f»ec ' ' L
t No 101 rebmldmg furnace G (80 per cent)..... e——em——— . 814, 224

. Jtem No,. 110 rebmlging furpace B (80 percent. . . - oo vvcunnt. 39, 127

(, ;. Item No,. lll, rebuil ins fumaoe F (80 per cent) ................ 80, 077
R 7S W e ——— $133, 428

‘Postwar poriod: Annual report lm—Addition to ‘blast furnace C. Annual
veport 1921-~New top on blast furnace I. ' New condensing equipment, for blast
furnade. Annueal report 2922—R900nmuction of blast furnace No. 3,

Wpr, jod: . lbem No., 112 one 10-ton ore bridge to replace bridge No.
80 per'cont) ccecnnccncenucanaanza Fremmessseracremmanemm e $50, 802

Poatwar period: Annual report 1923—One 10-ton ore bridge.
SUMMARY CARNEGIE STEEL co.

l‘ot&l values. of items as identified readily, on which taxpaser has
. given prima facie evidenoe of 100 per cent use by subsequently
-, purchasing siinilar facilities.ee o caccncaaaas evimncmemmnnnanean $2, 286 229

No'm.—-Theee items have been seleoted on very rapid survey, many more
exi
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UNION RAILROAD CO. Amortisation

War f}eriod: N allowance
tem No. 425, 750 ateel hopper cars (83.3 per cent).v. oo ocoau.. $421, 876
Item No. 426, 20 dump cars (83.3 percent) ... oo ceeeeeooo.. 19, 044
Item No. 431, rebuilding 557 dump cars 283.3 per centg ........ - 97,7
Ttem No. 437, rebuilding 1,463 gondolas (83.3 per cent)....ev.... 322,3
OO - e oo e s aidiie s $800,751

Postwar period: Annual report 1920,—Rebuildin, 1.950 gondolss and 529
steel hopper cars.  Annual report 1921.—Rebuilding 1,991 steel gondolas. An-
nuel report 1922.—9 low- side gondolas. Annual report 1923.—261 steel dump,
<ars. N .

JRON AND MANGANESE ORE PROPERTIES

'War,-zperlod purchases: : . " ) "
i 0 yard steel stripping cars (Qliver Mining Co., p. 15)..._ .. $196, 736. 62
20 yard steel stripping cars g‘\lﬁnnesota Iron ool .83, 483, 67,
20 yard steel stripping cars (Lake Superior Consolidated Iron, ", .. =~
MDINE €0.) - o - - oo oo eemm e e el mmm e " - 64,950, 08

Total e imeaaaeaaaaad emeeemeanemennaneannsn $345,180, 17,

Postwar period: 1923 annual report shows 101 steel stripping carsi:
‘War-period purchases: S St

team shovels and locomotive cranes (Ollvexg.';.j_.- eeeemecnnne $20, 818,30
Steam shovels and locomotive cranes (Lake Superior)......._. 15, 4}@ 80
CTotale oo [ wi---e-  45,262/80.

Post-war period: Annusal report 19205 locomotive oranes and Z:steam
shovels. Annual report 1923.—2 locomotive cranes and § ateam shovels. - :
Total, $390,442.97. : o o

UNITED STATES BTEEL CORPORATION AHD BUBSIDIARY COMPANIES

Illinois Steel Co. War period-—Amortization allowed, item No. 12, installation
of 11 Bollers at open-hearth plant, 78 per cent, $71,833.63. These are waste-
‘heat Boilers. Postwar poriod-—Annual report 1921, three waste-heat Boilers at.
No. 8 open-hearth plant, . . o e

Special note: The 11 boilers at No. 2 plant are waste-heat boilers. . They are,
an arrangement for cutting down costs rather than increasing production, . (See-
first enigneer's report, (f) 59.) “When the writer made hia vigit to th'eaipl,ant
all of the furnaces had been equipped with hoilers snd they are reclaiming.
-enough heat to pay for more than one-haif the total amount of coal used in the
making of steel. : - .

Exuisir L

Extract FroM 1923 Rerorr UNitep Srates StEet CORPOBATION 10..
S70CEHOLDFRS i . ‘

General.—The improvement in the demand for iron and steel products, which -
developed in the early fall of 1922, after nearly two years of depressipn in the
industry, continued in very satisfactory volume untll June, 1928, following
which there was for several months a decided diminution in the amount of new
‘business . offered. In.the closing moanths of the :rscar. however, therd was's
noticeable improvement in tonuage entered and this has continued to the date’
of writing th rt. At the closé of 1923, the tonnage of unfilled orders for'
various classes of rolled steel produéts was 4,445,380 compared with 8,745,708
tons at close of the preceding year. At February 29,.1824, the unfilled orders
equaled 4,912,801 tons, - . S . ey

Enteripg the year 1823 with a largs t,pnnaie of unfilled orders on the bdoks
which was increased by liberal buying during the first five months, the subsidiary.,
companies weare enabled to operate on an average du ng the entfre year at 88,
per cent of capacity, the output during the first half of the year reaching 92.6'
per cent. In point of tota! tonnage output of materials produced for sale, the
year 1923 has been excceded on only two previous years, 1916 and 1917, Asa
tesult of these large operaiions, together with improved selling prices, the earn-
ings for the year show a substantisl increase over those of the preceding two
-years.
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, R ENGINBER'S OFFIOR, BEFORT No.3

%x;dvnmd Btétes ' Steel Corporat!on (lnolud!ng subsiduaries on con-

so vetura only).’
Subjeq ortisation crigingll olaimed $83,482,601.18;  amortization
' sﬁ 4y 965,003,313 P chind ! ' !

v Fowword' We have uwt ‘distribited to commifttee & sét-up propared by us
and revized ‘by the enfinesring :dlviston showing the goner. pmene practice
pursued i amortization work of the engivesring division, - This oase is
presentad &s foirly ty foal of this mothoed. In airnesa to taxpayer the folllwlnﬁ

atatoment is made: (u) Tixpayer shows @évery evidence of having presente
case fairly and under inatruotions of the unit; (b) no tax experts of any kind
wera] bgtaxpay x %statgme tgaof (T b thetaxpsyerarenot que loned.
$g§q of case: 1, 1 ue in use ‘determinations taxpiyer’s
toductwn by ‘averaging the production or the

1, 1922, and 923 eaﬂms quéstion tha method.
facie evidence given by the tax ayer in the purchare of facilitlea
in stwax years like or similar to thoes facilities on which amortization is allowed
n 6ompletol disregarded by the unit. -

. that. taxgs]yer’s plant, even. after being incressed by his
ar-tim ex ndleures, was still too small is given by the many millicns spent
a.dqultqnszwmeﬂitﬁgg qtg thr(iugb the. postwar period, but this fact has not been

: count by the

%ﬁ ¢ enginesying diviulon knoew the allowanco for amortization was in error
acgount of much greater production in 1923 than was estimated, but failed
cox"teet their roporte.

8., Aniortization allowatices have been made to rallroads which were “common
oarriers” And under control of the Railroad Administration,

Points at fasue.~-~We shall attempt to show that if the atove ﬁve points are
taken into considemtion, as we understand the intent of the law and the prinoiples
of engineering, then an: approximate difference of .$16,000,000 in tax will be
found in favor of the G&emme;:n o ted on th Hidated retu

~~The comp#nies roprose on the consolidated re mon

whish ‘W% %::ia ‘jnvolved n berpao I‘We will not attompt to ’;!ve the
the olafris of each one of these éompanica and the way in- which they
wem e ined by the unlt. The la t subsidiary of the Un States Steel
Cam Co.’ witl give a brief hlstory of olaim of Carnegie
which &I of- tbe reét .

e o éa 908 ot Fiola investjgation made in May, 1920, by Mr.
Feank  Fisohor;- spggglml enginoor, clalm amounting to 310,8 ,931 was dis-
aellowed in full on of—

(a) “At the time of the englneer P examination facilities were being opemted
100 per cont value in use,”

(b) “The ep) valug, ot the % libé)erf.iea subjeot to amortization, as shown
on the orlginal amortizhtion olgim, ot booh estimatéd in accordance with
the bureau interpretation of the réquirements contained in Regulations 45,

as issued ar uvanue act of 1018.”
Q ?(cﬁgb:l t ho taxpeyer filed. a revised amortization claim in the
o
een 06 berB 92‘2 z,o(! Novembei‘ 30, 1922. a, ﬂeld examination of this
e by neem tney ang(; Quirk, of the unit. The
by tham (m Aprﬂ 1‘1, 3, ;md with the excaption of a°

015

final supple anta! report, makin ogrectiona of small smounts, this report
g a?p ‘%J ved. Po’fhe Amount ﬂns{ly gllowed the Carnegle Stecl Co. was
Uvi’:} 'Statss Sieel Co. as a whole. -Retuming now to the United Statés’
tee) CQ, 88 & whale, the following is e list of the companies lncluded on the
usnlidated return’with which we are d wgether th the final allowances
lor smortization. nted each company by t ) unit in its fioal summary, mnde

about, January 30, 1924, . -
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Carnegle Steel Co. and asscciated companies. ... .... i B
Umqnsml%*;--E—-*k"“'-."-":*'!."“'v-“"r*r—c‘ﬁe‘-ﬂ,--.?‘.ﬂrﬂ}'-_- "
Tllinols Steol Co..and asscolatad companios. .- ..o mvu.
Minnesota St0el (0. 4 cmuaicmponboancentivanparomantnadonn 1.
Universal Portland Cement Co... ... e de e p s gt (s
ational Tuhe Co. an ated companies., - -..._.... perimshit i
EA?@O%? ‘tce}gl,&; Wire Co..and asmiggod companies,g-i-,._'.’ . .a’,‘g
BAE. N0 GOy oo e e i besfpim e e e L i i it e i R
Amerioan Sheet & Tin Plate Co. and aesociated companles. ... ; 2,407,
B M o o st s § D
'ennessee Copl, Iron. & R. R, Co. and associated col 09-cue ; Oy 1
ghiok&saw-$. B. .C&)snd assooiatod companies. ... L Ciigua. B 2
[ C-j miokCOke el R bt R T L . l,4 W
gosteétaeronneﬂsvme Coke CO- o vocmrvanas. emmmmaane IR | g
Upitod».States.Coal & Coke Commrmunnnss i e dmummaaan - ..., 074,
nited States Fuel Co. ..ot 387, gs
ational Mining Go._ iz .. e limecemcaceromneneees PR . ;
Skaron Coke CQ. «vpromenafommnonnonn Merseamesarnem—e———— - . .. 70,280, 48
public Connellsville Coke Co-__-__ cmmmann et itmmcoqeaw ... 40,316, 28
Sharon Coal & Limestone Co. - vnneereove.n odepemmnreaea - 4, 841..7
Oliver Mining Co. and associated companies...._ .- cooe_.ooo . 817,837, 42
Elzﬁxx Joliet & Eastern R. R. Co,, including Chicago, Lake Shore . .  , -
. . tern R. R._ R T L L T LT DTy VA o mmmeo - - ‘;"-199,'«)&7'25
Duluth, Missabe & Northetn R.R. Co_....._. et "’034“37“'53
Begsemer & Lake Erie R; R. Co...... R, mmemenaa . 221,875,
Union Suppl{' Co.._.. Feccecmcccmcccecacannccneenanaannng. . o D22 8
United Supply Co....... —meececaccemesm—n— emmcomemmam—ne ... 192098
otal_ L., demmcecemcmanceeam——. SR omennem—w 56, 183, 312. 60

It is understood thet the final audit of the United States Steel Co.’s returns
havé not been made from the year 1917 to 1928, inclusive; therefors, this report
deals ‘only with the engincering report on same, ~‘The engineers’ teport, however,
is the final bne, inssmiich as it has left the section and beon agreed to by taxpayer.

Discusston of case.—~We have prepared, as bast could be done in the timp avail-
able, an analysis of the amortizatiop allowance made to'the United States Steel
Co: by the unit, together with eertain changes whioh would be msde in sgmedf
the five points mentioned in the gn&éh' this onse: were taken ifito actoynt.
This analyals is appended under Exhibit A, attached, but is tée voluninous to
read into the record, - T T e

Under our method of computation the approximate resulé bf cur snalysis
with changes on account method or other reason' would regult in a reduvtion in
ths total allowance from 355,000,000 to apéaroximately £28,000,000, or a differs
ende in tax of roughly $21,000,000. This final figure 15 further. modifisd by an
eatimated allowance of $5,000,000 in tax probably due : a/yer on Bdgount
spedial facilities whioh ‘sould -only be aouurately -detecmined by & fléld investis
gation. Our firia} figure 15 then as pireviously stated 316,000,000 in ¢ox in differe
ence with theunlt. © ' - - : R A

We will'now discuss in detail the 5 pointa of 6ur original statenient, but before
doing so we wish to emphasize the following fact so that our statements to'follow
may be clear, &s follows: : o U B

5 amortieation allowauces on the Chickesaw 8. B. Co.,'{ke Universal
Portland Comeht Co., the American Sheet.& Tin Platé Co., the Ametican Bridge
Co., the' Union Suppfy Co., and the United St;gply Co. have not, been ‘changsd
in our analysis In any way, thercfore our discussion only affects ateel companies,
conl and ‘coke companies, railroad companies, and & few manitfacturing plants
using steel oy iron as & raw material. S : CTe T

Point 1.~In the majority of value in use determinstions, taxpayer's postwar
gmducﬁon has heen dstermined by averaging the production for 1621, 1922, énd

928 estimated: In some oases a portion of the production for 1922 ks also
been estimated. - : R R

We contend that there is no foundation for the averaging of production in this
way, but that the value in use shotld be determined by the peak preduction of
taxpayer’s plant during the r}mstwax‘ rioid which is miafntained for & féasonable

2;Pody This reasonable period would differ in differént industries, but in this

nduetry wo would place the maximum period at one vear, provlding the tax-
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-payer’s plant had the normal ratfo of capacity to production as to absorb monthly
‘peak produotions. o o .

Simply stated, it appears obvious to us that any business is certain to have
-ﬂuo‘hﬁ om,-nnd’ that a progreasive company which wishes to seoure the benefits
©f doing as & business as possible must provide for a plant that will take
oare of reasonable peak loads in a normal way. S s

-Weé find no real substantiation in the law or regulationsfor an sveraging method,
The 'Iaw ‘evidently intends to make an allowance for war losses on account of
‘plant,-but when a taxpayer in any perfod prior to March 8, 1924, uses his war
-plant to-full capacity, it would seem to be sufficlent evidence that he had not
:suffered a loss by exbendinf his plant during the war so that it was cagable to
raeet this demand, except in so far as war nosts are greater than -poctwar osts,

‘ We do find; however, in the vegulation evidence ageinst the averaging method.
See artioly 184, regulations, Law of 1821, which states, “If after -having been fn
:good faith permanently discarded or dismantled, propertiy shall in any case bé
restored to use because of conditions not foreseen or anticipated at the time it
w%s lgferded,” then, “the Commissioner must be notified with his next tax

QUUIAL, -, - ~
WThla, of course, for purpose of recomputing the amortization allowance, It s
obviqus to us that if a machine was discarded in 1921 and was put in use in 1923
at about 75 per cent capacitg the value in use would be 75 per cent and not the
average use for tho years 19; i, 1922, and 1923 or the average of 0, 0, and 75 per
cént or 28 per cent,. : ' -
_. Now we would think i only reasonsble aud consistent in view of the above
‘that the regulations should also state that if a taxpayer haa facilities of lowered
- valug in: use and subsequently returned them to a higher value in use then he
-should report same to the commissioner in order‘that his amortization allowance
might be recomputed. ~ ' :

n these casea we believe that the taxpayer has suffered a certain loss of profit
from premature investment in a plant which ultimately becomes available. We
contend, however, that this loss, so called, is not & loss on plant or facilities but
Y lo&a,of profit which we do not think the law contemplated reimbursement for,
-all astual loss on plant facilities being taken up in the usual way by depreciation.

Paint 8~~Prims facia evidence given by the taxpayer in the purchase of facili-
ges n postwar years like or similar to those facilitics on which awortization. is
: 1@93’.’3;3 been gompietely. disregarded by the unit, : .

We do not think there can.he any. controversy on this point, which would seem
obvipus to ganyone, that if taxpayer has, say, a locomotive crane which he pur-
-0 An 1918.and then purc, another similar erane in pogtwar years, then
‘he Fivan.am le evidence that the first erane was fully useful in his business,
:and only such allowance for amertization could be allowed as would refloct the
difference between . war and postwar prices, .. S

... Further,.the gollcitor's oﬂi&ﬁin & recent opinion gete forth this fact very olearly,
‘by stating (see Int, Rev. Bull. of Nov. 3, 1024, p. 6, 1. T. 2101): .

-*“When a.mﬁayer, has end uses in postwar yesavs not only the freilities ac-
quired, duri g the, war but .additional facilities subsequently acquired for the
:5pmo useaand pyrposes and of substantially the same character as those acquired
during the war years, it is prima facie evidence that any reduction of value in
-terms of use of the war facilities was caused by the overexpansion in postwar
years and no¢ pe & result of facilities not being useful and needed to full, normal
-capacity for postwar business.” L o S .

Ample evidence of this character has been furnished by the taxpayer in the
caso, Undey Exhibit B we are a*)pendini five pages. of et}uipment purchased
by taxpayer .in the year 1023 only, which are similar to facilitics bought by
-taxpaypr during the war on.which amortization is granted. . A detailed state-
ment of these same facilities.and many others is contained in ‘the annual reports
of the.United Statas Steel §orpomtion to its stockholders, for the postwar years.

To biing this out clearly we will mention a very few items which were amor.

‘f jl‘tlby .the -Carnegie 8tsol Co., who subsequently. purchased other -similar
Afaojlitles, .o/ . . . e .
... Amortized ;to 80.per esnt in use a logomotive crane, then in 1923 bought
another locomotive crane, Amortized to 80 per cent in use cost of rebuilding
faypaces, thgn,ln 3‘0023 built more new furnaces. . .. . . o

.. Amertized - tg . er cent in use 10-ton ore bridge, then in 1923 built new
ip-ton ore bridge. Amortized to 80 per cent in use 150-by~product coke oven,
‘then in 1923 built 360 new by-product coke ovens. . . : -



INVRAXIGATION:OF EUREAUSOR UNTRRNAL/ BEVANUR 1808

'+ As & genersl statement, i-cdreful review will show..that the very. lasge piant
extensions and additions made in postwar yesre were gimtlay. dn most coses to
those additions made during $he war period oniwhiek amortisation wes allowed.
We contend that this point la.very far-resvhing in ts effect on amortization
in thia case, but has not ‘considered by the undts - - . . . . 4
... Potné 8.-—»!-\1rthw' that. ms{ygg 's .phnti-aeven‘ -adter being inereased by
his war-time expenditures, was esmll, - 1e,given .by the many milllona
spent in additional {eollities all'through. ¢he pootwar. period, but. this.faot ‘has
not been taken into account by dheunit .- « 1 . S
uch &2 this point is related to poing 2 above, we will confine curselves
to stating that thess additions in om:» ears were' similar to those in- wan
years upon which amostiration is i ihpendiwm for war yoars down to
dato are given herewith as taken from annual repozt to stookholders of the
United States Steel Corporation, — o
10200 e, $70,001, 866, 00

112 ¥ P, ve-- 8117,977, 117. 90

B 1) . PO 129, 855,037, 78 | 1922....___. ceeenn 29: 571, 862. 00
8 1] | 87,001,514, 67 | 1923 .. . .. ... 60, 782, 920. 00
1920, .o 102, 956, 133. 00 o

'If the $20,000,000 which was approximately spent on shipysrds during the
war years, and on which we have as pravioualy stated not touched the amortizs-
tion ‘allowance, {s subtracted from the war costs above, it is seen that there was
only & reasonable curtailment of Plant expenditures in the poatwar perlod, and
ample evidonce of neceasity for a larger plant than the war plant provided.

oint 4.—The engineering division knew the allowanoce for amortisation was
in error on account of much greater production in 1923 than was estimated, but
failed to correot their reports. . .
"' In‘evidence of this we submit the following conference report:

: MEMORANDUM

- ‘ ' JANUARY 24, 1924,
Head eering Division. .
Subject: Supplementary Conference of United States Steel Corporation.

The following conference took place at the office of the chief of the engineering
divislon, Room 2018, Tempo Building, No. 5. Those present were J. C. Keenan,
assistant chief of nonmetals eection; J. C. Heﬂng,~ conferee; H. A. Whitney,
engineer; C. B. Watkins, engineer, and C, B, Newbury, engineer. The purpoee
of the hearing was to determine the advisability of opening up the amortisation
cage of the United States Steel Corporation for the. purpose, of reducing the
amortization allowed the taxpayer. . o Lo

The conferees agreed that if the case were opened.the probabilitice were that
any reduction in amortization due to incressed production in 1923, would prob-
ably he offsot by a'rebuttal of the taxpsyer to the effest that the Bureau dis-
regarded, in ita caloulations for value in use, ths increasod production of ths
pr&wn lesr 1016 whioh, if fnoluded, would inaterially have increased the amoréi~
sation allowance. » : :

It was further decided that there would be an injustice to one taxpayer if the
oase for amortization was oponed on the shewing of -tho inorease of the 1023
astivities unless the same sction was taken on sil taxpayers who wers affected in
& like manner to that of the Uniied Btates Steel Corporation. .

. - J. C, KneNan
Asotstan? CAef of Nonmetals Section.
‘ * 3. C. Heniva
- S Clongeree.
H. A, Warryey,

o o ) - . C. B, WATxn,w‘g,'
Co ! o ‘ " O, B. Nawaury,
We contend the argument presented in-$his report as to the rebuttal of tax- -
ayorto the effeet that the unit disregorded the B;oductlon in.1916 i3 not well
})omzded. The year 1916 was olearly abnormal, being the year of the. Bt
prico:of steel evor knowa before or since in the industry, and as the calculation of
the ratio between capacity and normal production was f)eing arrived at abnormal

02010—28—rT1 T——13

.

.



1908 IHVEATIOATION OF BUBRAY (OF INTEBNAL' AEVERUE

conditions would of necessity ‘be throwa-out, ' Further the yoar 1828 was hol
abnam;ml,'bugns:mm{oatgﬁ mjbxme%ym‘ > ‘n R b fuiit et

- The 'srgument as:{o- ustion $o-taxpayer in opening u case and not
othior dasss'in ¢he same olass Is well taken !er one point of giow; on the other
hand how about the injustics to taxpayers who happened to coma in at a date
wheh aotual 1928 conditions wers known: and not ‘estimated? : We think: the
argurdent: tha¢ thove were a-lot of incorrect determinations in the section which
- eught to'bs refigured a poor argument for not refiguring all of them,: .. -

t us see even on the method ussd by the department in this: eass approxi-
m\&g]}yswhﬂ; difference this: would makoe if- we used actual production insgead of
:As dew'rmlned by the uhlt‘v'thé‘ioﬁowdn figures were usad in arrivi t val
in‘umvby'pmductign of pigdron. .« 8 gu o . ngq veshe
1921 production i

tons.. 8, ogs, 262

1928 -production (part estimated). ... ---do.... 11,080, 384
1923 production v e LI G0277 14, 145, 640
T S S do.... 38,908,208
o AVEIAED oo do.... 11, 302, 765
tio capaaity to production o (oo percent.. . 13L3
ecessary postwar, ca}m,city-,‘?n erevesersemmenn e na————- tons... 14, 840, 530
Antual postwar cgpacity.. .. . cemmemmenaanan cmmmannae do. ... 18, 499, 340
: 14, 840, 630 . ’ :
‘Value in uge, ~—eo———r—80 per oont.
i - 18,499,340 - .

" l?ased on actual figures inatpad of estimated same method would give .as
ollows:

1921 production. - e e iceecmceieicccaneas tons.. 8,078,262
1922 produetion. . .o oo ccmnc e eeeeanaon do.._. 12,027,163
1023 production. . . . ... cmmemmeewmaceeeeaceseesveemanen do.... 16,729, 228
POl e e e imeccciccmracaccamaeone—ammnan—— do.... 37,434,851
AVErago. oo mmaiammmmmmmenheemancan e —m.— do.... 12,478, 217
Ratio capaoity to production.. ... ... 13L 3
Necemry{)oabmca ROV e Cceccccmaannconann ---tons.. 16, 383, 800
Actual postwar 6apacity-. .. cacacancnnn mermmeaameecaneaa do 18, 499, 340
' 16,353, 880 ' o ) '
Value in use, —r— 8 por cent,
3 .18,499, 340" e

- We have also figured this cage for steel ingot production with the same result
88 per cent against 80 per.cent;- .. - ... - . . o .
- If now we uged this:88 por:cent instead of. the 80 per cent. factor, it gg
borne in mind that the great majority of items in this case have been amorti
on this basis, then it is obvious that the ohange in the amortisation allowance
on these items would bave been 6s 8 per cent is to 20 per cent; or & difference of
40 per-cent., Remombering now that. the total amortisation allowance was
. $665,000,000 it is obvicus that this. correation 'would make many millions differ-

ence in the final result and tax.

When the Zliw atated. ip seqtion 244 (a) of 1921, that ‘At any time before
March 3, 1924, the commissioner may and at the reyuest of the taxpayer shall
reexamine the return, and if he then finds * * * that the deduction ori y
allowed was i‘ncmm,ct,‘ the * & * t{axesa for the year or years shall be re-
determiped,” we contend that this implies & duty upon the unit to correct
allowancea in substantial error if they appear evident before March 3, 1024.

Potnt & —Amortisation allowances have been made to railroads which ,were
“Comman aavriers””. and under control of the Railroad Administration.

We.cpntend the railroads which are not used exclusively for the taxg?yer’e
business aud are “common carriers’” which were under control of the United

- States Rallroad Adininistration should not be allowed amortlsation, .- -
> ‘Raflroads in gonera! have not been allowed amortisation nor are they legally
antortizable. Further, the United States Railvoad: Administration, by its pay-
merits te ‘railtoads; liss' practically admitted its liability fbr all losses inourred
during”the'warper‘od‘ T Yoot . Lol
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In addition, railroads whoss stock is owmed by the United States Steel: Corpo-
ration, which ie a parent or holding company and of iteslf does not produde an
a{)tllole for the prosecution of the war or any other artiole, are clearly not amoitiz-
able, - Lo . . R

b ADDITIONAL POJNTS OF INTRREST

Cartain items have been .allowed a lowered -value in use which allowance
apgea‘m,to us ridiculous. ' A Yew of these items are listed below. . S
he 150-ton wrecking orano, 80 per cent in use; one mastér mechanics house,
85 per cont in use; Yomodsling superintendent’s ﬁouse, 85 per cent in use; high-
way brltdfte over tracks, 86 per cent {n use; double-track steel girder bxid , 86
per eent in use. sl e R :
It 'appears to us obvious that if a wraoking crane is nesded at all it is 100 per
cent in use, As such apparatus is seldom used continuously, - o
We think it also will be agreed if a superintendent's house is needed -4t all
it is needed 100 per cent, also if bridges are neceasary, then, it is not proper to
say that they are only 85 per cent in use, when bridges are very seldom crowded

to capacity all the time.
' CONCLUSION

As previously stated, we have presented this case gs more or less typical of the
method which has been used by the department in handling amortization allow- .
anges. , - - ‘ *

It appears to us-that the methods used do not, represent an acourats determ-
ination of the real war loas taken by the taxpayer by the purchase of war facili-:
ties. Further assumptions and estimates which might not be quite so apparent
in small cases, in a’large case involving millions, such as this, make an enormous
dif_cence in the tax collected.

Respectfully submitted. ° .

L N ‘ ~ L. H., PArgER, Chiof Enginecr.

Exmisrr A or M

Allowancs by Ap&a:e Pt | Qverallowanse| Differencs
| Aoy | R e

Carnegio 8teel Go. and associated com-

L T 9, 170.37 | €3,129,117,88 | §7,585,061.40 $6, 000, 218. 90
Unlon 81661 €0..ccuvaareorrasnznaannns] 1,?630,"380. 4 '289,2&8.75 847,128 605, 854. 80
Tllinols Steel Oo, and associated com- .

CJ .eea| 8,341,201 14 1,771,703. 10 6, 569, 555. 94 5, 200, 394, 71

822 218, % 118, 435.68 708,709,864 579,014.34

48,348,68 | cvcoraonnmeannliciniinnaiaanss
22,058.81 17,181.43 13,679.09

1,776, 660,02 959, 435,91 732,784.83 -
2,03: %';? 1,879, 685, 40 1,837,871.81

2,807,748.07 | 2,507,748, 57
2,400,600.51 | 2 400, 678.41

9,123,314.91 |  2,883,822.46

COMPaniss. . ceeaeacensceecanaancan 300, 768. 40
Egin. Jollot & Rastern Railroad Co.. ... 141, 362,69
C o.LakeSho;o&EutemR.R.Co. 4
Duluth, Missabe & Northern R. R. Co. ;%gggg

Beasomer & Lake Erie R. R. Co........
Union S8upply Cd
United 8upp!

Total....... [ g 27,026,014.01 |  21,438,513.80




THE A880CIATED CTOMPANIES OF THE CARNEGIE S§TEEL CO. )

3

. "Totelezst N “} Valge
Total costs, | 1vi7 de mwhich | Replacemont | Dorreriation | - oam® | -inue
. 1912-1930 * amortiestion 1 - o8t - {pproxi-
Carnegie Etoal Co.: - : . . Per cant
T Cla X $202, 495,12 00| $508,650.23 §. : D %
" ClaesH a.m,i%!m &.sg‘b.n 0,498, CR 20 | 936,467,000.17 | #395,055.65 | &, 88, IAK3| .7
Totak: 27,755, 663, 04 54,0661 | 27,708,@1.587 36,467,000.17 ] .. emosn8s | e LS| ..
Clairton Stsed Co, 362,053, 9 53243 | G 961,50.07 | - 27,8m44) - &30I3 | SRLEM: 5
" Clalrten By-Product Coke Co.: .
Class § 4, 638, 01 4, 638,01 .
. ClaasH 1,841, 80,2 3,00,800.20 | 168 0L WAE] 1,0, 51078
Total 1,643, 567,21 Lea e 1,408,013 56053 | L4950 feereinnn..
. Hetural Ges Co., Class 11 065,55 1,296.26 300,63 0417 - - 480010 | e
oot Radlroad Co., Ciass I %g?‘:mm 41,6009 g’.g&mu g’.&mw ug’.w.aa 071, 788 80 S
Monoagaoaia & Socthern, Cicss i 13,143.00 INIGA.60 ] | 1608087 99057 8
Voungstows & Nocthers, G it 168, &76.23 Sine| mnas| mimwm| mmme| meae| B
Mook Valley E. R Clase 1 1611412 75,67 1588450 - sueiz) e WS
P ¢ Dock oz 17,6%. 5 298,65 | 17,8670 ‘ S
Cless T 341,704, 91 0e7 |  snem 12| TR B RIET|  ,7088 B
Total 350, 558 44 1,196.62| 386 iSLE2) WIMEW 510033 | 0,755 ...
Grand total 25.050,790.25 |  102,167.66 | 86,043,681.5% | 34,116,564.80|  5600,86805 | 33, 90,6875 |..... ...
Restdusl proper | Amortisation
valne allowed value in use sllowance - Bessm 12 change
c%mco.: : )
L $7,70.20 No ehangs.........] oL@ | N .
ClaesTi 32 158,00 &'ﬁmu | No shange.-..-- Ls?&mw o change
Totel. 19,376,887.90 | 6,321,72.78 1,825 172,01 | 192 peoduction sad peima fsdie evi-
v donce Siven purchate o new
thf&-

‘908t

arionikt ViaEN 66 aviing &b HélnvoiTEAL



Clairton Stesl Co ' 20,890.80 | 06,0027 | 0psroent.. .. 2,076

Do.
Fr Gos : 506,60 2,001 41 | No change 2,001 41
Class i ; Leroe |  EIEAL | Mopeemi ] MASE4l
Total . _ 1,500,107.30 | 145,649.83 | 146, 442.82 | No change.
Coraagss NEthral G Co., CIass TL oo oo romonos “ 2407 186, 55 | 300 por 0amboemoes 18585 | Do,
Carnegio Lend Co., Olasses I and IT 2'& 5, | 390 pex 8, Do,
Clairton Land Co., Classee § and Do,
%Co. Claaxs Land II . Do
Ccnnesizt Land Co., Clacses I and it S - s De.
Unton B. R. Co., Class IT 5 30h a0 38 | 536, 76,83 | Not abowsd Commoe cartie; sleo peobebly 100 per
sahals & 14, 206,66 3,438,838 do, De.
=009 1mesres |- do De.
do oy
lﬁ%g %&% 155 pa ooa, $42.60 | 1933 ptodmuon (dopreciuten allowed
I ) ' Do 0BG o mﬂmsnm“
o Sixation).
Pittsburgh Conneact Dock Co.: araa|  14.58.62 | Noctases 14,661.63 | N
(] o meenas- ] .
ClassIi. 5085 | 0690117 | 100 per oeab-..o. BOLE | N mesion.
Total 277, 20.%¢ 0,802, 79 67,625.06
Grazd totel - %,14,452.23 | 5,604,170.37 2,129, 117.88
IEAD OF AMORTIZATION
Year © 7 ] Asetiowea | Bracket Bedugtion fa
- ) ) o . - Per eent
98 9,290, 503. 5 | 80 (82.4 consolidated)................ $7,847, 207. 44
1919 I 'ITE9AE 25 | 20 1T T
199, 0,642 57
. Taisl - . 9,001, 179.57 7,75, 612.03

BLISFAN) -
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COMPUTATION OF PROPEE TAX REDUCTION
{Norz.~—AR allowed in 1718 (approximately) in favor of taxpayer)
Amognt
Year _ Afount of Brecket rodustica tn
. Per cent T
ine P $2 136, 117. 89 {90 (82.4 oocaolideted)....._........... $1,754, 383,13
Total 2,13, 117.88 . .e 1,754,383.13
CBANGE IN AMORTIZATION ALLOWANCE CHANGE IN TAX
Amount alicwad $0,684,179.37 | Reduction allowed $7,754,612.03
Amount recormmended. 21, 117.88 | Reduction recommendod. .. cooeereciameaancenouanamsmcancacaecaaaana- 3,754,308 12
Over allowance.._... 7.835,6350.40 1. . Additional tax (alse recornmended). . 6,000, 218. 90
ILLINGIS S8TEEL CO. AND ASSOCIATED CCOMPANIES
Total costs, | 1917 denrecia vln"f\:"\l?xt Replacament
-l om
K 117-10%6 tiga amortisation cost Depreciation
. . . is ellowed
inois Steat Co.:
Soath works (1-21) &7, 834, 565,06 $13,670.08 | $7,319,884.97 | $7,338, 555.05 $253, 198, 87
South works - 2,351, 127,03 108,285.27 | 2,242,841.79 ' 2,351,127.08 17,808.02
. INOCAD WOEKS () - o e oo e eene e ccceecaneens 2, 5369, S0 6] . 1,5723% 1, 599,00 13325
mmg‘m WED ®Y) MRE) MR wmy
indiana Steel Co.: y !
- 14,889,642 48 36,257.98 | 13,847, 52| 13,883,66243 283, 068. 02
o 91-113. 2,216, 165, 62 1,958.38 | 2,214,167.26 | 2,213 105.82 18,834 86
Cary Land Co. (113-114)) ... 873, 15168 |.. © 873.18L98 873,181.98 33, M3.72
Tosal. . 27,770, 160. 50 164,365.72 | 27,605,704.78 | 27,770,190.50 724,907.08

T8t
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Resiausi | amoriization | Estimated proper
value ellowed value {n use

\morﬁzaﬁm
allowance Reason for change

Tilindis Steel Co.: -
South works (1-2) - ..oo....o.oceoon

.- $4,706,270.33 | $2,613,605.6¢ | 100 per cent (o=-
fhad % w&‘mm.

$4,141,274.41 | 1923 produaion and prima facle evi-
" dence of sddition o'tm new facilities,

exoopt 308 Noto A.
Squth works (22-43).- ... 1,366,335 83 877,505.96 | 100 qur oot (ex- 214, 987. 56 | 1923 productior and prima facie evi-
. cept nots B). g:::;:t of ﬁtﬁon or new f(acilitios,
North works (44) 674.25 $08.10 106. 60 lvdzs ea;;?ductlon and prima facle evi-
Ao wonks 65 | mmis hiti| Da
lndhm Steed Co.:
o111z Vamu| eBim foees| Do
Owy!md(h.(ln'ua).. 239,538, 36 33,723.72 33,243.72 | No change,
Tokal 19, 234, 533. 6¢ 8,341,231 4 1,772,795.10 ;
oo e 3
Overallowsnce 6, 560, 555. 94
S8PEEAD OF AMORTIZATION
i TEREELET  CREl
Totsl 8,363,961, 14 Total tax. .6, 660, IR 71
1918, total tax m.n
1919. 1,771, 705. 10X0. 824~ a.we,aau.m
Differencs in tex. 5,200,394 71
) COMMOCN CARRIER NOT ALLOWED—SPREAD OF AMORTIZATION . o '
Tax reduction
i o et
Totsl. 199,905.23 141,362.80

TIAT  SONTANE: TRESINELE0. AVEUAR £0 . MOLLVOLISUANL



COMMON CARRIER NOTFALLOWED—SPREAD OF AMORTIZAYZON—Coutinued

Norz A Now B :
Total casts, | 1917 degre T“:ag » X Total costs, | 1937 depee- Pty
. OB | y o
Amestization allowed 1017-1926° |  elaticn | smortization Amariication sliawad 1917-19° | clation
e : 13 atiowed isallowed
g, decatoopen besrth furcsce plact fr tom 23, 2don electrlo farasce........... A ames| SWa| $17.4258
Famp ot i —— 044,896.51 | $60,636.62 | $904,200.69 || itemm 78, scaxing pic (o chactels fariace. . 00157975 | 328614 07,8062
lm&mmwcm .......... 623.11 76.18 547,93 || itsm 34, to depart-
: 0002 3Imes| uLe
TM 08, 757,
- - Total : 05, 8. 81
BLGIN, TOLIET & nAﬁékx ngm'vu.r co.
. T !
ST Total ost | Depreciation | Ve
Total este, | 1917 deprecie- ‘ mwhkgl@ Replaosnent | poprecistion | - peatwer | (B9
: : S | i@ allowod | Teplacemet | O
’ l o I
- . A ’ 4
m&m&n.mwncmmsm e L ! Per cent
% Ry. $1,210, 04,68 BIDB | 9,200,544 I
W, : Amzkatky_n Emmate‘%pmper Amnortization Reason for change
Joliet & Eastern R. B. Co. (Including Chicago, Lake Shars ‘
m?kmgy. Co.) ¢ $1,008,079.38 | $199,806.23 | oo loeeroee e

BARTATE MANYITLRIIC TR X6 ' ROTOVOIISTANY. 5’(-8};



' UNICN STEEL G0.

Tetel costs, | 1917 depescis- en'hﬁt Replacemoens Deprectation Z‘sg
by amortission ey Depreciation | _ postwar | Sl
#’ﬁm i aliowed replscazent | ¥rate)
Sepe. 15, 1528
Mezeer plant, Classes I and [T 851,082 85 $17.86
Donors etesl plant, Class 11 3,302, 620. 30 2,457.28
Donora wire plant, Class IT - - . 208, 423, 89 1,052.28
Farrell wire plant, Class IX . 29,8582 . i@
Farrell stee! plant, Class IY 2,908,316, 89 0,472 85
-- Fotal. .- 4,882, 187. 24 . 30,135.38 §-
o Residual Amortization
‘ . valto allowed
RS Sept. 12, 1988
Meresr Classes I and II. 820.07 185.92
Dlopore sto bt G 1 LB | mehnm
Doncre wire plant, Class IT 1 217,096,88 : TLTI
Farvell wie plat, Class TL-. 7. o onoees| - 8700008
Parrll eteed plait, Clam I1....... g Ae| s
Total 15.835. 74 1,186,388, 14

Amountalio®wed_ .o L o T o y = -
Fropar aliowanae..... B
Cveraliowanos ameaes
SPREAD OF AMORTIZATION . Allowed L
1918 R L s P . 131, 807, 41 X0, £25 = $603, 883 3
1619 O : : : % :'.mnxn?'s -“:',m,u
_. . Toial allowed tax. ......... O — - 982, 391,35
TrrroTTrmo T - ° " T T 28, 336.3¢
Difference {n tax L 683, 554 50

QEAT  AONTARN: TRNTLHIL 50 BAREAN  RQEOLLVALLORANY



LOBAIN STEEL COMPANY

Total costs, | 1617 dereciar Pty Repiacement | Peprecistion | mm:
Deprecigticn |.  postwar, ! )
1917-1930 tion cost : Gppenst-
T B . s sllowed - Yeplacement |Trie)
o ' Per cent,
Agcil 14, 193, Loraln Stoel Co., Class I $181, 105, 61 $108.75 | 9181, 168.01 |  $143,696.66 souess| sl
Amortizaticn | Pstimated proper | Amortizatio )
allowed . |  valuoinuso alowazcs Beeson for changs
Apell 14, 1922, Lorain Stoal Co., Class II. ”I sim,33.33|  $29,800.28 | 100 per ommt $22,068 81 | Production and prima facie evidence.
. SPREAD OF AMORTIZATION R ‘.
1018, 437, 153. 33X0, 304w $36, 818, 48
1018 (ot e XA
Allowsnce. 35,9002 31,3518
Proper ellowance. 22,838 81X0.824= 18,679.10
* Qver allowance. ... 17,13L 42
Difference in tax. 12,670.00
UNIVERSAL PORTLAND CEMENT CO.
. Total cost - . N Value
Total ocsts, | 1917 deprecia- | onwhioh | Replacément | oo e, | DELCSHG | inuse
1017-1920, . tion amortisation “coat.. | DOSCWEE - | (approxi-
o 18 allowed oo repissement | (300%CS
e Per cent
April 17, 1923, Universal Portland Cement Co., Class IV..............| $1,799,686.20 ;o842| SLTBEENTS| SLTOG0M|  SBENZ| SLTOEZZ| 100
Basidoel | Amortisation | Estimated proper | Amortizatio
value: allowsd valne in use mn Reazon for change
Apeil 17, 1922, Universal Portland Cemaent Co., ClassIV................ $1,760,51222 | $48,245.56 | 100 per cent......... . $48,315.58 | No change.

L
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NATIONAL TUBE CO.

' Total oost 5 - Depreciation * Value
Total oau. 1917 deprecia- | om which Replacemant Depreciation *tnuse
1B17-10 tion cost P DEURAr | (o opeoxd-
is aliowed replacement (m%”)
. 94, 1688 ! N
N Clsas L Cor s 59,111 69 $643.30 |  $58,463.30 Per eent
Chas i 15, 451, 504 80 35,697.60 | 1541580721 | $14,823 63061 |~ $302,404 41 | $14,521,238.26 |_.___._ ..
Total. 1%, 510, 618. 40 36,290.00 | 15,474,335.41 | 14,833,650.61 302,404.41 | 14,521,259 |.....
Residual Amortization’ | Estimated Amortization
valne allowsd Value in a0 | * allowance -+ Reason for chazge
Ape. 84, 1923 -
National Tabe Co.: o 2 . -
Gt AR s| 2R LIS R0 | 109 mection (lncludes $522,610.50
. Class T - e ; amortization ot G Christy Park, tor-
Total...... .. } 15,70, 338.88 | '2,765,008.53 1,775, 680. 62
SPREAD OF AMORTIZATION -
19018, €225 X 0.5% 00,13
1919 a':g:cuoo X0 = “lﬁmn
Allowsnoe, 088, 53
Pgx : 76, . 2105983
Proper alowanee.... . 1,775,600.82 X 6.334 ' 1,453,14.35
" Over allowanoce ) 989, 435.91 e
Differencs in taz. ) - 378

olEAANT
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AMERIOCAN SHEET & TIN PLATE CO. AND ASSGOIATED OOMPANIRS

Total cost Valas
Totalows, | 1817 dopvecter | cRwhioh | Roplacement | porreununn | DT
1617-1950 tion oost : {apmuz-
s alicwed ropiaosenent mais)
Am;;;?ta'l"mrmr‘ oonerm | ss,ﬁs.ﬁ 7,968, 127 55 ki)
0. y » . -
Sherve Tin Plats Co. 2 182, 557, 74 32 % 132,345 31 :
mmmdm&upauen. . Co. 2:L48 3
Total... 10,130,3%0.45 686237 1610440412 '
- Americen Bhest & Tin Plste Co. 8,18 403 sl,w.w.m i $1,835,653.02 | Aliowed om account of Isek of fnfor
Sharen Tin Plate Co !,m,mcs 646, 521,45 640, 521, 46 .
Elwood, Andersan & Lapells &. E. Co. | L3 157200, Lo , :
L Toml 7,616,007.85 | 2,507, TAR5Y 3,597, 748.57
SPREAD OF AMORTIZATION
1028 : st it 101 €30, %34 £18.77
1919, ”’%’mslxo.z :sz,m 230 57
Total 2, 807, 743, 87 1,835, 000. 8¢
"‘ ‘ EDGA.R ZING CO. -
b Total cost " Valos
Totel coets, | 1917 deprecis- | onwhich | Repleosmont | pepsiasion | Domen® | inuse
917-1930 ton o + | (sppeoz-
R bm“ repiscxnont mata)
. o . ‘ . . . Pﬂmﬂ
Ape? 20, 1923; Edgar 2ia¢ Co...oo-.... (16, 388.65 SHO1G|  $1918Ees |  $10,30034 $812.81 $0,547.58 ). i

anay
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Residuzl Amoriizstion | Estimated proper | Ameetisation
voles allowed valts nuse aliowancs Peasen for chazsy
April 20, 1922 Edgar Zinc Co 6658 |  $43,47.27 | Nochangs.......|  $12497.27 | Allowsd mostly salvage propostion.
. SPREAD OF AMORTIZATION ST S
1918 452 STX0. SN =334, 90, 32
1919 2 ROXAE » A3
Total LY X 3,90,
AMERICAN STEEL & WIRE CC. AND SUBSIDIARY COMPANIES
Total cost } ’ Valns
Totaloosts, | 1917 Goprecls- | cowhieh | Replecement | oo i | DEOC | g5 g
1917-19%0 ton cost postwar | oot
] s allowed replacernent il
Jax. 35, 1924 .
Ameriean Sted & Wire Co $13, 8%, 334,56 $39, 162 68 | $11,766,17218
Dapora Zine Co. 37, 720.95 8587 586, 888, 38
Denors Soathern R. R. Co 32,7843 111.33 221,648 10
Newburgh & Scuth Shore Ry.. 965,714 53 .10 X ] 885,344,062
Total mmmm; €0,440.57 | 13,24,006.19
B E- l ! [ l -
valne eilowed Vot (5 0
Jen. %0, 1924
American Steel & Wire © 25.18 947.00 | A, ) 903,84 | 1623 and facie ovi-
14 Wire Co 35,283, 8,53 Wy 31,96, producticn. xzim /
Denors Zine Co. 194,126.28 96, 760. 62 percent....... 47,767.63 | 1935
Tonaora Sontbem R. &. Co. 788, 671 42 82, 076.€7 |..... Not sllowed « Commom ontries™
Nmme'mmsmsy 885, 737. 13 1%5,600.87 i..... R Do. 4
T To 9,348,00005 | 3,%1,400.16 2,011, 734,76

I
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B8PREAD OF AMORTIZATION

918 #0211 05X0 AN =83, 133, 1. 20
1919, & 2i, 068, XQ.SB - %M%
. sllowed . 3,302, 400.18
Tax on amortiration allow 3,185,04L28
allowance. 301,734 73 .
T3 an peopeér sllowones, “oven. - 1,857, 800 44
Over , 875, 065. 96 R
Differencs iu tax Lm': . ;- 1,537,371.81
H. C, FRICK COKE CC.
" Total cost : e | Velo
Depreciation
’I'ota!costs, 19017 deprecia- on which Replscement Depreciation sotwar - in oss. .
1917-1920 sion amortisation o5t " | (approxd-
Bsallowed | . - replacemsent | Tonvete)
. T . ; : : o ' | Per eemt
H. C. Brick Coke Co. $7,218, 46531 $5,382.81 | $7,206,08230 | $6,041,720.3¢ $277,%8.44 | $8,313, TR 90 | erreue
Residual Amortizetion { Estimated Amartization
valus allowed vie tnas . | aliowsnes Renson for changs
H. C. Prick Coke Co $5,752,848.87 | $, 45598033 $804, 81160 mwodncﬂon.
SPREAD OF AMORTIZATION
018 oo e eec o e eareccocesamacaneomaseasanesanoonesenomesensecnteassacemmssmneseasessemseseresamnsesnnenesnnenst nasananeeana e——ne 442, 178 47X0. 83k 30, 192, 74
1919, :&’ 12,125, -‘._”’m%mq
Amortization allowed 1,455, BUTS
Tax 2 1,392 528, 15
Proper all au,sneoxum-_ mmm
Overall - .
Differonc tn tax : RES

40 AVIUOE, &Q ROIVOMSEANT  BIST
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TENNZSSEE COAL, IRON & RAILROAD CO. AND ASSOCIATED COMPANIES

Total cost Depreciation Valus
Total 1917 deprecia- on which Replacement Depreciation postwer {o use
1917-1520 tlon amartization cost (approxi-
ts atlowed . | Teplacemant [T
T.C.L &R. R. Co.: Per cont
Class § ceeel $407,009.88 $ 497,900, 38 S
Cass 1T 6,312,078.08 3L,880.78 ¢ 6,210,188.38 | $5,752 547,13 $7,311.53 | $5,715,33560 |- ..
Total 8,710,075.94 6, 706, 186, 18 -
Tennesses Land Co., Class 1f 1,778,786.87 |- 17T 1,778,758.87 | 1,778, 758.€7 1,775,786,87 .- __.
Fairtield Steel Co.:
Class § 1, 106, 238, 70 1,183, 828,70
Class I 14,217, 220. 65 967,000.00 | 13,199,220.65 | 12,329, 048, 81 3,789.17 | 12,327,267.64 |- .-
15, 334, 549. 35 $07,000.00 | 14,995, 549.35 .
Fa!rﬂeid Utilities Co., Clasa If - 23,729.39 23,720,239 23,725, 30 2,729.39
Bi r;nin.zhamﬂouthem Raflway, Class IT 43,604 18 45,064 18 41,45L 3 1,858.33 40, 802, 60
Grand total.. 23,890, 775. 73 970,882.78 | 22,919,885, 96
Residual | Amortisation | Estiniated propes | Amicrtization
allowsd value in use alicerancs Reason for changs -
'xv.clr;ézn B. Co: $78,857.85 1  $410,142.03 | No chang $416,142.03 | N
——e . O Ci { AR ly 0
ClassIi [ 70 4,838, 806. 1,374,379.39 | 300 per cent ... 404, 850, 63 M%mmd prima facle evi
. . dence furnished by of nsw
Total 4,917,684.74 | 1,760,531 42 913,902.71 s T
Tennessee Land Co., Class IT. R - 437,607.28 41,005 59 341,005.89 | Aliowed on accourt insufficient in-
- - formaticn toquastion,
Fairfield Steel Co.: - B
Cloae It ot | 600 2801 | 1935 peaetion d prims tacle evt
- AN
ST ' d ence by perchase of new faciiities.
Total_. 7,389, 772,63 ' mn AR B
Fslrﬂe!d Githitles Co., Class 11, e ® 2’. Do:” - -
Birmingham Scathern Rsnway,ClassII 1 32,482.88 11,181.30 B;o. . )
Grzad total | 13.706,577.04 | 9,123,314 )

BYRL  AONEARE MVEMBLNE G0 QVERAL A0 SO WMLFRANT



.. o .. . AMORTIZATION ALLOWED ... . . . , U
PP ' - : w.us.mnxo.aa-a,m.ua

1919, : : 1, 577, SR, X028 = m.mm
: Amounts alicwed fmmeal '.18 48,18
Proper allowsnce. . zmmmm— :.m.a.n
Oversliowanss 6 330, 45.45
Difference In tax 4.anw¢_c
CHICKASAW SHIP BUILPDING CO. ’
Tokal cost - 1 Valoe
Total costs, | 1917 deprecie- { oo which | Replaoement | norrmistion | & e | mem
1017-190 tion amortisstion oot g (spprod-
’ isallowed | . | repiscement | Yoy
Chickasaw 8. B. Co. $12,829,316.77 $12,88,016.77
RBasidoa! | Amortisation | Rstimated Amortisstion
L ~valne allowed Takatnan - | silowsace - Ranacs for change
Chickassw 8. B. Co ©,479,355.88 | 90,39,60.89 | Nochange...__._| ,3%,60.8 | No change. Property pesctically do-
Nors.—Mecetly Cless I facilities. Discarded Sept. 30, 1921,
HOSTETTER-CONNELLSVILLE COKECO.
Tolsl oot Vihe
Total costs, | 1017 deprecia- { onwhick | Replacement . | Depreciation | g opg
1917-1930 tlon amartination oot Depreciation | DOAWK | (et
issllowad roplacement | "t
. Py cont
April 19, 1023: Hostetter-Connellgville Colte C0...oooannenaaarocnaccaas $51,136. 99 $120.98 $33, 970,01 353, 138.99 $3,530, 8¢ $47,208, 15 £

E

HAMTART msmfmnmnavmmmmmr .



$L—L L3—QZ-—G1628

Residual | Ameortizstion Amortization 3
valze allowed valua in use sllowancs Reason for coanze
April 19, 1923: Hostetter-Coznellsvilie Coke CO.--o-enoveno.~ N L ACTETY N ¥ R 1) NE——— LAY
SPREAD OF AMORTIZATION
1918, e eees e ceeecreceeemcecnceccamseecassecemasceseamesacaren $13, 211. 10X0. 8M = $10, 883 95

3,759. 83X38. 824 3,‘!&.3&

Overaliowance. ........... “ - 0,412 -
Difference in tax........... -- 7.'479.59
UNITED STATES COAL & COKE CO.
; Total cost | pepmsasin Valze
Total costs, | 1917 deprecia- on which Replacement Depreciation inase
+ o 1917-1920 tion amortization oost .
' oy : mﬂm& wma@ sl
| . Per cins
Apeil 17, 1923, United Stat2s Coal & Coké CO..oeeeeamenmonene....! $7,088,336.78 31,170.46 | $7,087,177.32 | $3,80¢,780.82 $1,209.78 | 3B, 793, 480.9¢
g aBowed valte o | A s Resson for eharge
April 17, 1923, United Statee Coal & Coke Co. $6,412,467.01 $674,710.51 081, 207.42 | Inciudes $97,001.0¢ zllowance for sl -
vage item, 1923 production, snd
prims fa’s svidsncs.

SPREAD OF AMORTIZATION

53X0.28 =  7,528.55

S ¢ S SO $647,820. 73xo KM= $533, 81176
1919, - 2¢,880. 53,

Al 674,710.31

Tax. *
Proper all

Cver all mm

Difference in tax %'

30557 426, em- %M

R AR

E BONBARE IUNYAKNI, 40 AYIYAH, 4Q; NOLIVRERAANE.
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UNiteD s*aTEs PUEL CO.

Total cost R Py .
Totaloosts, | 1917 deprecia- | onwhich | Reolacement | po Drpreciation |
1617-1920 tion amortisation 008t eprecistion | - postwsz- -
- isallowad . . !.-‘W t -
April 15, 1923, United States Fael Co. $1,700,887.29 . $,738.55 | 8,730, 248.74 | $1,710,210.62 Sl,m” s 41,875, 820.63
= —————— e T e
- value allowed valminmw aliowance | , Beason for change
April 10, 1923, United States Fuel Co $1,401,427.42 $387, 818,82 |o ool ] $139,115.04 %waomz silowance for zal-
- SPREADOF *MOR'HZATION" P . R e ToTIsLLmL T oo e LT .
8 - 379, 077. 80X0. St $312,360.28
52 2 R 8,733.33X0.28 == 2,“5.&
. emesal - I 387,81L38 -
g %’
Proper all 130, 115.06X0. S = u”
Over allowance. 5T,6005
Difference in tax - - R e — _______.__‘___,_A___g)_z.mu
NATKONAL MINING CO.
S P Totaleost | : " e Vadue
Total costs, | 1917 deprecta- | o which | Replacement | o, ;| Depredation | 4oy,
T 1917-1920 tien amortizotion coet | Deprociation | pestwar .|,
‘ is sllowed replacemont A(Wm‘ﬂ) ~
. . : . . | I I T U I——
April 13, 1923, National Mining Co

" $158,214.67 #4320 | u™0.28| ALAeM| © | f,6L:

d

AR REANN "'rvnaamx“.ﬁq? ‘nvedlia’ 40" Kortvoikuakt’



. Resldusl Am Estimated proper | Amortieaticn R
- valug - aliowed valuoinuse | allowanes - Reaom for change
April 13, 1633, National Mining Co sz, | | 89086] . 10Gperoens.| . 8,906.40 | Nockange.

SEARON COKE CO.

Total eosts, 1917 deprecia- g“:‘hﬁ l.ieplseement ‘Deprocistion gn::
N Deprecietion DostwRz 3
mz—m don cost . (sporaxi-
fagllowed | - - ...| replecesnent | “rmaze)
Per cent
April 14, 1923, Sharen Coke Co. . $318,073.88 &,415.33 | - R16,658.55 $13,233.34 $262,881. 30 |occeoaaee
Residual Amortizati Estimated proper | Amortization o : oot
valne allowed | - 7aide in ase allowencs Reazom for chavgs Cot
April 14, 1923, 8hsron Ccke Co. 2346, 389,20 $70,280.45 $53, 868. 14 Iﬂdﬂd?wg.m Mm &E ﬂ'
vage "
S8PREAD OF AMORTIZATION
1938, - ﬂ&ﬁx&ﬂ-m ﬂ.'ﬂ'
1918, T740.28 =  225.60
Allowance. ,290.45
§7,470.63
Proper sllowance. sa,ees.uxo.m- u,mm
QCver allo €25.31 . .
. Diffaresico in te., et 13,288,728

§aek %mm-mﬂﬂw“%w Qe 40, FOYEYQLIFRANE



REPUBLIC-CONNELLSVILLE COEKE CO.

Totalomts, | 1917 deprocia- | onarbics | Replacement Deprecistion | > casion S
18171926 tlon porticatio coet repiacement w
Aprd 13,:1% Republic-Connelisville Coke Co..-oocemeeecvvenannn.. * §225,950.37 $347.38 | 225,029 %0767 $m,770M _f?.ff.
B | M | B T | AT Boason for change -
April 13, 1922, Rapubilo-Connellsville Coke €0. - - oeneemmeemeee o STOZ0.45 |  $40,316.25 |oomremeereneen 807,888.61 | Lnciades 3385600 alowsoes or -

SPREAD OF AMORTIZATION

1918 837, 651 0X0. 84 =831, 028,17
FT5T 20 2054,350.28 = . 74803
Allowsanse. 40,316.25
 TPex 31, 77119
Proper allowance. 17, 888, 62 X 5. 834 14,5".‘.»41
OVED SOWRIICE. ——- v rcemeemmeamememmmemmmomemmemsemesm s mesmemmmme e s e mememmmes e eemm e eeeeememe e e e e nm e mmeeeme e e menni ceann Z,27.60 -
Difference in tax 16,544.42
SHARON COAL & LIMESTONE C€O. :
Tatal cost Valug
Totaloosts, | 1917 deprecia- | _onwhich | Replacement | p,- o o | DeBreciation | 1'gs
1907-1920 tion ot D DoStmar | (xporori-
- o ~ Per cent
Apr. 14, 1923, Sharon Coal & Limestane Co. $42,414.42 20| w307 uw| souesslo .
Residnsl | Amortication | Estimsted proper | Amortization
wazue alowed value in use allowsnce Reason for changs
’
Apr. 14, 1923, Sharon Céal & Limestone Co. $37,513.99 $4,841.73 $4B4L TS | No caangs.

i@ §60' MOLLVO)
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UNITED SUPFLY CO, AND UNION SUPPLY CO.

Tots) costs, | 1917 deprecia. Tﬂm hich
W] .

1817-1920 tion

PRl o Yot 2] isallowed

gt

samaoe| . es| . 0189

so00.3¢ | sise 31562

valus allowed valgs in ase

Resson for change

i T
Apr. 14, 1923, United Sapply Co. and Union Supply Co............. : $1d6,216.62 B8R .ds - . 8827 | No change.

AMERICAN BRIDGE CO.

Total ooets, | 1917
i e
oL 1 . ] Cissllowed

Valae

Agnricap Bridga Co.-.

BWRTRIB | I A4S0 | 83,900, 207.02

Pereent

Resaen for changs -

YRt SRR CA T

Eamchit

Allowed on ascount of Iack
- $on. - Allowance sppears

of informa~

too large. -

RONFATH , TYNAGINL, 20, AVEHAG 30, NOMVOLIEANS

past



BESSEMER & LAKE ERIE R. R. CO.

Tolel aoats,
197190

Wm

i

Bm&mnma.n.r‘

m«@ Bopper iraight cars aaly (peid for 120). -

4,310,382

Bl ot

a7 |

n AL Lo A! EEERSRDEES TSN I

Rezidnal

eI I

- ynipsinnke.

Bemsmec & B.Z.Co : ..
cm’ﬂh teel hopper freight dags only (paid for 102).

508,53

Y

- ’ ernxm ov AM!;BTIZATION Amn
1018 (as aliowed) BLES: e " mmum’""’" e
' g s

DULTTH, MIBSABE & NOBTHEBN’ R B. Co.

PACEEY SR SIS LI LA ST CL SR T YT B VR R [

(RN

.’rmm
L 7-
PR S5

HINEE

Mdm

Total ocat

onwhich | Replacement Depreciation

amortization
" is slowed

-

Sept. 28, 1023, Duluth, Missabe & Northern B. B. C0.eenmneecanecenct

TLALD |

e rm s

XTI

PR T AT I A A S A T STRN TR N LR

Saidusl:-:
valoe

Estimsased
valus in use

peoper

Sept. :, 192, Duluth, Bissabe & Northern R. B. Couaueoeeene--..|

u.mmu

JL ot

(%] “C’ommuzﬂg"’,dhﬂowe& T

K AV e -t:hwdid*'ﬁ”dﬁvw HIAR



SPREAD OF AMORTIZATION

18 : $388, 088, 22X C. 5w ©&2.08
wn 8,312 2X0.%B = 47,12.38
Total . 1,004, 870. 44 760, 78R 45
MINNESOTA STEEL CO.
Totaicosts, | 1917 deprecia- mwiich - | Beplscsnoat Depreciatin: '_D.mmm_ Y
March 1%, 163, Minnesois Stesl Co. (CRSB D). .o cmecoocieaacocammn- QAWML | - H0050; BBOBID] 1ML BLALO] RBUSEBMIL
! ‘Residual | Amortization | Betimated proper | Amortization
coFRme - sliowed  {. yalue inuae elinrancs
BMarch'l?, 1028, Minneoots Steel Co. (CIA8 TN oo e ooremeeeeeeeeae $1,411,858.00 |  $873,215.28 | 200 per cent........ " $118,435.63 [ 1928
P e L SPREAD OF AMORTIZATION i
e T Sl e anlenr - WL Co et
NG el oo e : : . 285. 20X sna:z
%«ﬁa’w ; : I SR i . ﬁmm&w— w50
Over sllowance. eom - P : M, TRE8 &9,914. 4

me.wmugmwaﬁmﬁm“mw-wm mmumummm
continae to bs . T with . It will cost sobuﬂduwtmm was consiracted. I
! indefini % oan 0ot dispensed i anv WEY. -mom Ceiot o ot b acted. It

2887 wosmaNw ammmw' AvEEng &0 ROLLVOLTARANY



OLIVER IRON MINING CO. AND ASSOCIATED COMPANIES

otal ezt Valoe

otal ogsts, | 1917 deprocia-| onwhich | Refdscement Depceciation

1917-1920 tion amortisation 0088 Depreciation { = pectwar | (ororgi.
15 aliowed repiscement (mb)

Oliver Iron .
sots Iron Co.,
BMining Co., and Donsra

(‘_Aw P SO .

$3,883,474. 43

TS - . - Restdual -~
N value

bitvsl;::un %mmwmm(mmm - $3,068,067.24 | - 9817,037.42 | 160 per cent $270,218.45 | 1933 high rodunticn of pig.iron, . .-

Unit allowance. : ' _ e SBIT,7.42

I T AR e e e S e, Lot . S - et m
o ’ o SPREAD OF AMORTIZATION . . ..

731, 572 00X, 4= 3002, 815. 23
55,985, 47X28 = 24,0008

ggmvm - : - eqemmcmenengopetaten et anenes o R
- ]

Change in tax, 1018, y $27%, 208. 49XX82 4= 0, 117. 24

Over allowanoe . 28R

TANEARHE /FYNULNT; AQ, AVENAE £0. NOLVOLIENANE  BEK



INVEGTIGATION OF BUMEAY ORINTERNAL BaVANUE (1980

Exnmir, B ovr M
,,,,,, Ci g [Estenot from the Iron Age, Japusry 818843 - 0 .. 7 )

New construction completed during 1923 and that \inder Way as of January 1;
i1024,f by subsidiary menufacturing companies of United States Steel Corporation,
s as follows: R

. Carnegz Srost Co.
L COMPLETED- . . . . . .

Duquesne works: Reconstruotion of two 75-ton furnaces at open-hearth plant

No. 2; improved manipulator for 40-inch blooming mill and eteam locomotive
orane snd grab bucket, . S o .
. Homestead works: New charglig floors, two charging raagchines aud stropgthen.
ing building at open-hearth plant No. 1; four charging machines for opsti-hearth
plant No. 2; motor-driven tliting tables for 140-ingh plate mill, and & 20,000,000
gallon centrifugal pump with motor drive in the main mﬁm?f house.

Schoon steel wheel works: Whsel manipulator for mill No. 1, and two vertical
car wheel turning and facing lathes for mill No, 1.

New Castle works: 1,300-ton hot metal mixer and extension to mixer building.

_UNDER WAY,

_Edgar Thomson worke: Two additfonal furriaces at open-hearth plant No, 1;
1,000-ton hot metal mixer for Bessemer metal in' opén-hearth pla'ng o, 1; hot
metal elevated railroad from blast furnace to Bessemer and openthesrth depart-
ments; equipping finishing end of No. 1 rail mill for rolling and handling sheet
hars and new boiler house, 18,000,-1,101-?9%0\7 boilers end auxiliary equipment.
Duquesne' works: Reconstruction of } furnpes No. 1 angd stock, yard;
robuil ln%fo_ur 75-ton furnaces at open-heatth plant No, 2; shipping bullding at
4(-inoh blooming mill, o R . Lo
Homestead worka: Two 125-ton eleotric overhead fraveling oranes and re-
arranging equipment at north ond of open-hearth plant No. 2 building; modern
mill tables and manipulator with acale :emovixrlﬁequipmeqt, at 30-inch slabbing
mill, and elght 834-horsepower boilers and auxlilary equipment at 140-inch plate
mill with steam'line $¢ 48-inch plate mill, .
Cairle furnaces: 8ix turbo blowers with equipment at blast furnaces Noa. 1
to 5, and three 110-ho-sepower gas fired boilers at blast furnaces Nos. 1, 2, and 6.
Luoy furnaces: One pair hiowlng engines, '
Ysabella furnaces. 10-ton ore bridge and additions to ore stocking equipment,
Mingo works: Boiler houso and fesd water purifylng plant and coke unloading
dock, including power station, . N . . oo
New Chastle works: New boiler house,; 7,700-horsspower boilers and .coal
storing and handling facllities. : R e
~ Ohio worka: 3,005—kllowatt electric generator and gas engine. )
Farrell works: Rebuilding three furnaces at open-hearth plant. .
Clairton stesl worka: New .boilor g‘l!ants for steel works and blast furnaces,
{ncluding boiler feedwater purifying plant. ) e
Clairton by-product coke works: 366 additional by-proeduct aoke ovens, with
fat:%lties for tar and ammonium sulphate recovery, benzol plant, and gas booster
8 on, c o ' [

IuuiNois Steen Co,

‘.

COMPLETED

. South works: 300-ton hot metai mixer at No. 2 open-hearth plant and electrio
motor drive for 90-inch plate mill. _

UNDER WAY R R

South works: Improvements to slabbing mill and. main slabbing mill engine,
: golleltl;ls works: Remodeling boiler house aild modernizing boiler equipment a¢
rod miils. o . . oo
Miwyesora Steen Co.
COMPLETED

. Duiluth worke: Rod and wire mill,



G980  INVESXISATION OF BUREAY' OB INTERNAL NENENGE
1 yrohs was:!

Duluth works: Remotleling 'blast frirdiate No, 1; two addmonal gas wsahers
a.ud enlarglqs washer bullding.r, PO T E R i

B T Lowam Bmeen Co. e

:\n.

coMpredey ¢
Johnatown worLs' Shop fox' bullﬁlng stéel ‘cars for mines and industifes.

L PO ERY R YR . C e e

b B UNDER WAY , .- . .. Pt

gttt e b ooy,

town Worka: 3 ton Heroulb eleotrio . furnace in- open-hearth building,
ﬂhak agd ipcluding 20-ton e]eotrio over-head traveling orane i .
e I Nuwmn Tops. Co. . T f.'x“‘_'

A
SOMPLETED

* Fibrain works: Improvements to screenlng tacilities at Ey-produc{ coke giant;
equipment for electro “;alvanizlng couplings; extension to galvanizing plan

Naﬁonal works: Wet gas cleaning plant for stoves of blast furnaces Nos. 3
snd 4; equipment for upsetting and nish(ng ﬂ-inoh drill plpe, ontinuoue up-
Qetelng end hreading unlt for lap Weld ml
A N unnsuwn . S O

' Gary worke: Pipe mills, consistin g of five buft weld mills, four lap we]d mills
. ami one aenmlesa mill with auxil(ary dpartments and shops.

- Lovaln worke: New boiler house bullding, six 1,600-horsppower boi'ers and
auxiliary facilities; 1,000-kilowatt motor. ?enerator set at blast furnacs No. 3;
adiiltions to'four hot blast stoves’ of blast furnace No. 3 and one stove of blast
fm: nov No. 4; additional blast furnace ¢as engine with 3,300—kilowatt alternator,

ational worke. Five hot blast stoves for blast furnaces Nos. 3 and 4.

‘Bllwcod works: Extension t6 maln building,’ addit!onal ﬁnishing machlnery

and rcxocnting equipment at No, 1 hot mill,

"AMERICAN Swrm. me (‘0

' COMPLETED.

Cuyahoga works. Extendin annealing building and addmonnl annealing
<quipment for flat rolled material,

Central furnaces and docks: New piers and stmn%thaning runway of Hoover
and Mason unloudera' 28-ton locomotive crane with urbo-genemtor get, magnet
and ore bucket, - -

" ConsoHdatod works' New pot annealing building, two furnacea and 10-ton
eloztric traveling orane.

XVau‘l;egan ?orks. Bille* conveym‘ in rod mill; addltional pnwntlng furnace
an pmen

Rankin works: Imlarging baker and extending wire mill,

Worcestor, north works: Additional continuous wire drawing equipment,
»equv%pment for elegtrogalvanizing wire.

oreester, south works: Equipment for manufacture of signal bonds.

~UNDER WAY

lvjahogt\ works 3-bay extonsion to cold~rolling buildlng and 5-ton electrio
trave ng orane.
ewburgh steel works: Rebuilding No. 3 pit fu~nace,
d evtvbur wire worka: Moderniz ng end incréeasing capnoity oi pot anneallng
epartment,
y-produot ooke works: Water-cooling tower and reciroulating system,
Contral furnsces and docks: Rebuilding blast furnace A.
S?.lam works: New boiler house, four 226-horsepower boilers and auxiliary
uipment,
qugKalb works: Extending nail mill building and installing nail galvaifsing
-department.

f



U pabrionTION o DURNAY OF viermRWAL MEVARIY “HABL

AMERIOAN Smun' & '.l“m!’r.Au Co’

e
ann

GOMPLETED ' b -
Dover works: Equipping galvanising plant to make flux finlshod sheete, -
Vandergiift wo?gs: pl&o«?ers:]heav n«?u manipwlator for blooming miil,

Mercer works: Continuous annsaling furnace and building.
UNDRR WAY

“ Cambridge works: Modernieing three hot-mill furnrces and stokers for four
WEnaces. - .

Dover worke: 26-inch motor-driven bar shear with approach table and piler.

Laughlin works: 500-kilowatt turbo generator,

New Castle works: Coal-handling systems at hot mill, annealing furnaces, gas
producers, tin end boiler houses.- i

S8henango worke: One thousand five hundred-kilowat! turbo-generator aund
condenser in power houss; mechanical doubleras and shears for 80 hot mills,
w&eotm;leuworks: Twonty-eight-inch motor-driven bar shear with approach

e and piler. : ‘

Farrell works: Mechanical doublers and shears for 20 hot mills; rebullding

4 hot-mill furnaces and equipping with mechanical atokera, .

Tenngssee Coav, Inow & Rainroap Co.
COMPLRTRD

-Ensley works: Six 834-horsepower boilers for No, 1 steam plant; pulverisin
coal plant with handling and storage facilities; motor drive for $8-inch mill;
}lew cooling towers at No. 2 power housd; six cinder oars and pots for blas
nrneces, : :

- Central water works: Eight million gallons water recovery and cooling system.

Fairficld works: Eleven-inch merchant miil; third hot unit for the tle-plate
finishing department. .

UNDER WAY

_Ensley works: Five 779-horsepower bollers for No. 1 steam plant; turbo-
bioswer, condenger, and cooling tower for additional blowing capaocity, at blast
furnaces; additions to biilet yard orane runway. .

Frirfield worke: Stesl foundry; enlargement of finishing end of structural mill,

(Whereupon, at 12.05 o’olook\g. m,, the committee adjourned until
to-merrow, Thursday, January 8, 1925, at 10.30 o’clock 8. m.) .



