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REVENUE ACT, 1936

THUBSDAY, MAY 21, 1836

UNITED STATES SENATE, :
CommirTEE ON FIiNANCE ’
Washington, D. C.

~. EXECUTIVE BESSION

The committee met in executive session, pursuant to adjournment,
at 10:25 8. m., in the committee room, Senate Office Building, Senator
Pat Harrison presiding.

Present: Senators Harrison (chairman), King, George, Barkley,
Connalli, Bailey, Byrd, Clark, Black, .derry, C‘ouzens, Hastings,
K%es, 2 Follette, uffey and Lonergan. ,

so present: L. H. Parker, Chief of Staff, Joint Committee on
Internal Revenue Taxation, and members of his staff ; Middleton
Beaman, Legislative Counsel, House of Representatives; Charles T.
Russell, Deputy Commissioner of Internal Revenue; Arthur H, Kent,
Acting Chief Counsel, Bureau of Internal Revenue.

The CuArMAN. The committee will come to order. I did not hear
the discussion yesterday on the last proposal that was made, that upon
which Senator George asked for estimates. I believe they were
numbered C1 and C2.

However, before we go into that, Mr. Russell is here with some
additional information. .

Mr. RusseLL. First, I have the information which Senator Black
requested on some llmrticular packing companies.

he CuairMaN, I think we had better wait with those until
Senator Black arrives. ~

Mr. Russern. We had a letter which requested that we furnish
some of the companies which were a part of the affiliated groups.
‘That was in Senator Byrd's list. I have the companies in detail
here, and I have a summary also of those affiliated dgroug‘s.

Referring to what is known as Committee Schedule No. 2, that
was the list of corporations paying 75 percent or more dividends and
showinE a tax reduction of 50 percent or more. ‘

On that schedule was the Goodyear Investment Co., numbered 179
on the schedule. It was a member of the affiliated eﬁl‘oup of the
Goodyear Tire & Rubber Company. It is on the schedule there as
group4.

'The affiliated gr_ofgﬁ paid $360,371 under the 1934 Act, and under
the 1936 Act, the affiliated group would have paid $774,344.

The next was International Harvester Corporation, which is listed
on schedule no. 2 as company no. 60 and is a member of the affiliated
grostég 5 on the schedules you now have.

edule no. 2 showed the separate corporations paid .$174,644
under the 1934 act, and it showed no tax under the new 1936 pro-
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posed act, whercas the affiliated group paid $4,623,188 under the 1934
act, and under the proposed 1936 act the affiliated group would have
paid $10,903,510.

Senator Couzens. That payment would have been made by indi-
vidual returns because of the nability to file consolidated returns?

Mr. RusseLn. Yes,sir, .« . . .

Senator Gerry. Will you give me the figures there again of the
International Harvestor Co.?

Mr. RusseLL. The individual company paid $174,644 under the
1934 act. Schedule no. 2 shows that it would not pay any tax as a
separate company. However, the affiliated group of which it was a
member did pay $4,623,188 under the 1934 act, and under the pro-
posed 1936 act would have paid $10,903,510.

Senator Byrp. That is assuming, of course, that the same dis-
tribution would exist in the future that did in 1934? . That is 1934
figures on that item?

* Mr. RusseLL. Yes, sir; that is applying the 1934 figures.

~ Senator Byrp. Of course, in order to get an accurate picture,
you would have to go back to the surplus of these different companies
‘to sees whether they could afford in the future to pay out their earnings
in dividends or not.

The CuairMaN. Proceed, Mr. Russell.

Senator Byrp. Just a moment, Mr. Chairman. These figures,
‘while they are illuminating, would have to go back to each individual
-company to see whether that particular company has e sufficient
surpfus whereby it can pay out its earnings in the future, and under
the House bill avoid the payment of taxes. I asked Mr. Russell to
f:b the surpluses of these different companies in connection with this
information. ~ - Coe

Mr. RusseLL. It is almost impossible to get these surpluses within
any reasonable time, because they had hidden reserves and surplus
reserves, . Co

Senator Bynp. It is unquestionably a fact that a company with a
large liquid surplus is in a better position to pay out dividends thah
-one that is not 1h _that position? < o
. .Mr., RusseLL. Yes, sir. = e
-+ Senator Byrp. So that I think we have to go back and get these
-surpluses. ' B o

enator Couzens. I do not see that that would do much good.
The conditions change from year to year, and you can not reach any .
?iccurute information. I think this is a useful thing to have those
e ul-es_ . N v
ng. Russern. Not as a matter of fact but as a matter of personal
observation, but I would say as to whether a surplus would permit the
‘payment of dividends would depend upon how liquid the surplus was.
- Senator Byrp. I agree with you. That has to be a part of this
.information in order to form any accurate pictrure of it. - - .

Senator ConnaLLy. Woiild it not be an interminable job to try
.and analyze these thousands of corporations? -~ - - B
- Mr. RusseLt. We would need 6 months or more to put that in.

- The Cuairman. Why can we not put it in the record? If there is
some question to be asked about it, all right. DR .
-~ Senator Kinag. I would like to ask one question. -In the 13-year
‘period from 1921 to 1933, the corporations paid ovt total dividends
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of $50,700,000,000 when their total net income.for the entire period
was only $41,000,000,000. C < Ty

Mr. RusseLL. I have not those figures, but it is hard to believe.
Are those actual dividends or some stock dividends?

Senator Kina. I will say frankly that this is from the New York
Times editorial.. This need not go on the record. .

(Discussion off the record.) - 4

Senator Kinag. $50,700,000,000 they pajd out in dividends during
those years, but their net total income was $41,000,000,000.

“Mr. Russern. I have dividend payments here of the earnings
from 1926 to 1933, ’ ) .

Senator WavLsH. What is their average per year?

Mr. RusserL. I do not have it averaged.

Senator WavLsa. What is the total? :

Mr. RusseLn. I do not have it totalled. I have it by separate
years. , .

Senator Kina. The net earnings? :

Mr. Russern, The net earnings and the dividendﬁ paid. ;

In 1926, the net earnings were $11,314,000,000 plus and the cash
dividends paid were $5,630,000,000.

In 1927, the net earnings were $10,694,000,000; cash dividends
paid were $5,785,000,000.

In 1928 the net earnings were $12,700,000,000 plus, and the cash
dividends paid were $6,585,000,000.

In 1929 the net earnings were $14,273,000,000; the cash dividends
paid were $7,841,000,000. ,

In 1930 the net earnings were $8,542,000,000 plus; the cash divi-
dends paid were $6,841,000,000 plus.

In 1931 the net earnings were $4,751,000,000, and cash dividends
paid were $3,871,000,000.

In 1932 the net earnings were $2,737,000,000 plus, and cash divi-
dends paid were $2,320,000,000.

In 1933 the net income was $3,580,000,000, and cash dividends
paid were $2,385,000,000.

Senator Couzens. In every year there were less dividends than
earnings?

Mr. RussenL, Yes, sir; and every year there were less dividends
than earnings.

Senator Byrp. Just for the purpose of the record, Mr. Russell, 1
want to get this clear. You take any one of these companies that
received dividends from other companies and if .those dividends are
not distributed under the proposed House bill, you show where the
tax will be increased. If the subsidiary which now pays a 15-percent
tax distributes its entire earnings, have you got a credit on that?

Mr. RusseLL. We just computed they would pay as separate com- -
panies.

Senator Byrp. Then there will be a loss to the Government?

Mr. Russern. On those that distribute in full?

Senator Byrp. Yes.

Mr. RusseLL. Yes, sir.

Senator Byrp. In order to get a full picture, we ought to have that.

" Mr. Russern. I think that will show that. There are a lot of
comlgunies there that made full distribution, included in these groups.

(Discussion off the record.) .
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Senator LA Foruerre, Those will all be printed in the record, in-
cluding the schedules, will they not, Mr. Chairman, so that we can
all refer to them if we want to

_Senator Kina (acting chairman). That is my understanding, Now,
what are your desires, Senator?

Mr. Byrp. I have no desires.one way or the other.

Senator KiNna. Do any of the Senators desire it?

- Senator LA FoLLerTE. I desire to have it printed in the record.

Senator King. That is what I was asking.

. Senator LA FoLLerrE. Yes, certainly. .

Senator Byrp. I presumed that they would be printed in the record.

Mr. Russenn. Shall I read them all or just turn them over to the
chairman?

Senator LA FoLLETTE. I presume you may just turn them over to
the chairman. . . 4

Senator Kina. Just give them to the secretary; leave them on the
chairman’s desk. 3 :

(The data supplied by Mr. Russell is as Tollows:) .




Partzal lzst of corporalions, showmg a taz reduction uuder House bill 12395, »laced in the Senate Fmance C'ommzuee record by Senator Byrd
| il .

Rncurmm'rzon

and which are @ part of a wtedgroups
Separate corporation | Affiliated
. N’m;?;r Afiliated groap
Name of separats corporation ittee | Foob Approxi-| Approzl- Parent company.
sohedule] ‘Dep | Taxpaid, | APBEOR | max patg, | ADE: tax,
2 1W4act | 1035 act | 19948¢t | “gaa aet
Goodyear Investment n. 179 4| 283,338 ... $360,371 | $774,344 GoodyestTlre&BubberCo.
International Corporation of America_..oooooooo... ————— 60 5 174, 644 188 | 1 510 | International Harvester Co.
i S e A1 BEITT Cam| v e o
ye . emmmeien s Allied-Chemical & °
Semet Solvay Co. 02 7 221,459
Total ' 708,843 2,442,721 | 3,397,204
St Lo o g i.E3 f
ope
Petrolenm . 12 13| 1,181,875 |(---~-=--~ 4,060,204 | 29,241,180 | Standard Oil Co., New Jersey.
Carter Oﬂ Co 113 13 207,888 . . .
Total 1,670,088 4,960,294 | 29,241,180
Standard Oil Co. of }g;v York, Inc 57 14 601, 249
ﬁ:goua m%’f‘cc lg ﬁ 'g emele-| 2,888,704 | 4,309,816 | Socony-Vacunm Ofl Co., Inc:-
General Pipe Line Co. of California 100 14 142,007
Total 2,088,319 2,808,704 | 4,300,816
Wfscunsin Telephons 18 15 163,215
hone & Telegraph C - 20 15 . 351,188
§mw C%ozl’ l % %g' }:?4{7"% 06,943 | 14,365,303 | 5,482,776 | American Telephone & Telegraph Co.
ew s 3 can .
Southwestern Bell Te!ephone Co. 2 15; 1,062,384 P
New Jetsay Bell Telepbone Co. 25 15 803, 014
hesapeake & Potomac Telephone Co. 47 15 142, 567
Total 9,186,626 | 106,943 | 14,365,303 | §,482,776
Alr Reduction Co., Inc. 51 16 394,970 | .oc... 568, 000 444,730 | Air Reduction Co., l‘.nc.
United Fruit Co.. 118 17| 1,034,237 1,412,736 | 1,159,380 | United Fruit-Co.
Standard on Co. of Cahfotni& 55 18 526,788 708, 611 189, 239 | Standard O Co. ol Call!om!a.

9861 ‘TOV WANTATY



Partwl hst of corporations, shomng @ taz reduction under House bill 12395, placed in the Senate Finance Commiitee record by Senator Byrd ©

and which are a part of a_ﬂ‘ilzated groups—Continued

Number |Afliated Separate carporation o
Name of separate corporation ‘:‘g:_' g"u‘g Tax paid, | APPOE-| por oo | Approi- Parent company
Seie W e || WA | b
The Greot Alantic & bacits Tea O K amemenr | | | e e 2,544, 44 | 51,756,528 \{Top (et Jantic & Facific Tea Co.
Tetal 1, 508, 240 2,644,144 | 1,756,323
Grand total. . - 17,584,088 | $106,943 | 34,881,072 | 57, 558.(502

Fur.her par.ial list of corporalions showing a tax reduction under House bill 12395, placed in the Senate Finance Commiliee record as

schedule 2, and which are part of aﬁlzated groups
Nomber o Separate corporation Affiliated group
on com- ‘mml UBD
Name of separate corporation ites, (%:31. Tax 3&”& Tax paid, Approx! Parent company
2 134 et | ‘[oop i | 1934 act mms ant’
Eastman Eodak Co. of New York 251 1| $2,185,313 | 9903, 318 | $2, 504,221 | $2,713,182 | Eastman Kodsk Co,
United States Smelting, Refining & Mining Co..eereoo oo 87 3 880, , 967, 304 397,417 | United States Smelting, Refining &
Standard Pipe Line Co. 183 6} 1,459,103 | 742,816 { 1,310,797 880, 991 Stmdﬁ 0il Co. (Indiana).
Maxwell House Products Co., Inc. 5 8 200,619 [ 106,171
Th“ Jello c°{}f° g g 5’?‘2’0’% zé%?% fr 2,087,582 | 1,950,538 | General Foods Corporation.
Geneml Foods Sales Co., Inc. 62 8 283, 578 76,308
Total 3,242,708 | 526,881 | 2,087,582 | 1,950,538
The Hlinois Pipe Line Co.. 184 8 264, 433 32,693 273,143 32,683 | The Ohio Oil
The Firestone & Rubber Co. 134 12 539, 229 41,007 540, 433 41,968 | The Flrestone Tire & Rubber Co.
Grand fotal . . 6,671,346 2,375,784 | 7,883,480 | 6,016,789

9861 ‘IOV TONTAMAN




Corporation income-taz returng for 1934 for a group of comcerns which were tncluded in a consolidated income-taz refurn for 1933, showing

statutory net income,

received, adj

statutory net income, dividends

nel 1ucome, lox pznd, and approzimate amoutit of taz payable under the revenue bill of 19
PARENT COMPANY—BASTMAN KODAK CO.

poid;- pemmlage of -dividends- paxad wad]usted Matu&ory

“ra

Percontageof Approxﬁmie E - - - ’
Deron Statutory | Dividends | Adiusted | poigeng | SR | o oayable [Peroent of tax FEFCeRt o7 18
. ividen -
sched Name of corporation pet income | received setg.:igtory paid - | justed statu-| 18X Paid whder veve. | Proposed, or decreass -
ule2 : net income tory net - | mmebmlor | MEBAE. 4} Ty
income 1938 - :
GROUP A-I
" | Eastman Kodak Co.cooccmeaanono $238,800 | $14,126,914 | $14,365.714 | $10,499.086 73. $32.835 $1,192, T &3 3, 531
251 | Eastinan Kodak Co. of New York.... 15, 893, 184 1,150, 17,643,744 14, 000, 000. 8214 2,185,313 903, 318 5.3 + —58.7
Easunan!(}gexatmg Corporation........ 554’3?3 """"""" 5?,’ gﬁ """ = & % ‘g{ 28 +%
OR..eueec] 55,004 |oeoooooo_ 3 7 3
it el fne. M 34,284 34,284 12 ‘ 4 .. +£oo
............................ 4, 41, 340 120,58 4,71 -
Eascman Kodak Stores, Inc., Ohio. .. 890 890 1 749 . 116
EY - Sms, m New 3:998 3?998 35.000 94.6 5.;3 1'333 ”: +93-.
Easman Eodak Stores, Tnc., Teres. 3 : 7 9,404 X 132.9
Xodak Stores, Ine., Michl 2:: 4’2 87 : 7 +nc
Esstman. Kodak Stores, Inc., Cali- 0585 05 46,705 357 :m-
Enstman"xodak""“'Szom""":"nic",'ﬁmne- ''''' " ’
................................ 21,484 2,954 7,519 35 +154.5
East.man Kodak Stores, Inc., New
Jersey. 11,227 1,544 3,929 35 +154.5
Esstman Kodak Stores, Inc., New T
York. oo 7,060 ].. 7 2097 20.7 +118
Eastman Kodak Stores, Inc., Penn- fo
sylvania. 408 5,906 12,424 85 +110.3
Eastmanxodakswmlnc.,MissourL 111,082 . .
Eastman Kodak Stores, Inc., Wash-
i n. 19,199 3,100 6,720 35 +117
h 31202: g 719,857 20814 47,572 100-
6,042 1283 1,704 2.7 +42
29, 788 4,006 10,426 35 4-154.5
6,051 832 1,797 29.7 +116
11,800 1,622 4,130 35 +154.6
14,060 492 %

2,136

i

DEST IOV @ONHATH




Corporation income-taz returns for 1934
statutory net income, divi

for a group of concerns which were included in
recetved, adjusted statutory net income, di

net income, tax paid, and approzimate amount of tax payable under the revenue
’ PARENT COMPANY~EASTMAN KODAK CO.—Continued

1986—Continued

a consolidated tncome-tazx return for 1933, showing
W?’ perceniage of dividends paid to adjusted staiutory
o

Percentageof Approximate .
Der o Statatory | Dividends | AdIusted | Divigenas | paidtoad et | Percent of taxl FEreent of 18
on - . b
sched- Name of corparation net incomne | received nm paid statu-| TBXPRId | prderreve- "m or decrease
ule2 . tory net nue bill of (=) -
income 1938 .
KXodak Japan, Ltd..caecacacacmaanaas 113,756 113,758 17,580 48,346 42.5 +175
Kodak Mexi ) 7 7 T 51,442 51,442 8,645 21,863 425 +152.9
Kodak Peruana, 4, 518 4,518 621 1,342 2.7 116
Kodak Philippines, Ltd_ 43,782 43,782 7,209 18,607 42.5 158
Pown 1,790 1,700 248 832 2.7 118
1,835 1,955 269 581 2.7 4116
1L, 118 focccccemccmean 11,115 1,528 3,890 35 +154.6
Taprell Loomis & Co. 100, 304 09, 304 413, 100 377.63 15,042 -100
‘Tennessee 985, 440 135,498 418, 812 42.5 -+200.1
Total 18,022,081 15,277,474 33, 299, 555 25,708,183 2,504,221 2,713,182 815 +8.34
. . PARENT COMPANY-U. S. SMELTING, REFINING & MINING CO.
87 Mlogf $60,873 33.464.?% $6, 000, 131 92.82 $380, 560 $129, 200 2 —88.31L
14,058 1 ancccaan 14,052
150 15
248 112,248
202 12,202
25 125
12 12 -
300 15,300
254 45,254 6,222 19,233 25 <+209.11
995 115,995
21 121
Utah RallWaY COmveemroraencacemaal  1248,008 1248, 906 -

9861 ‘XOV A0NTATH




Hamnmn Conso}!damd Gold Fields. . 252,434 252, 84,717 107, 308 2.5 +209.08
S. Fuel Co. 1188,272 188,272
'airbanks Exploration Co............| 333,127 333,127 45, 805 141, 579 42.5 -+200.09
Total. 6, 557,838 60,873 6,618,711 6, 600, 131 967, 304 397, ] ~58.91
PARENT COMPANY—GOODYEAR TIRE & RUBBER CO.
Grour A4
Goodyear Tire & Rubber Co..... 18227, 407 525,285 297,878 906 72.23 $547, 918 87 feommcacoocenn
Goodyear Clearwater Mills.__.. 43,452 i *, 43,452 s"S%,Om) 230.14 $5,975 -100
Goodeecatterms....-.. 5,800 5,809 799 1725 29.69 +115.89
| G i Comeniiia) e[| s | o TEE| &8 - o
T Boadyens Babbe Bammaon ' ' :
Goodco'y" Sarvice, Ine. ¢~ I— - E
Goodyear Tire & Rubber Co. of <
3,093 40, 000 43,003 425 18,315 25 +4,200. 41 | E—
TheGoodyeexTim& Rubber Co., 143,285 142,28
Goodyear Tire& Rubber Co. of South
4,938 4,938 180, 000 3,840.27 920 .
The Goodyear'ﬂro& Rubber Export -
Co. 119, 445 119,445 16,424 50, 764 2.5 -+200.08 a
méoodmm&nubmzxpm F
357, 282 357, 262 49,123 351,838 25 +209. 09
Micidlebury Land COoeooeneeeeeeen 9, 9, 269 1,274 2,78 2.7 +116.09 [
Southwest Cotton CO-—.oneeann..... 172,485 572,465 [-3
TheWheeliugTownship Coal Mining @
3,488 3,488 648 1,038 2.7 +50.87 o
he Goodyear Tire & Rubber Co. :
Inc. (Delaware) . _.ooooeeoooameonoe 1 531,453 1 531,453
Total . 1,389, 7,022,745 8,412,317 11, 453, 906 360,371 774,344 9.21 | +114.87

1 Loss.



Corporation income-taz returns ﬁir 1984 for a group of concerns which were included in a consolidated income-taz return for 1933, showing

stetutory net income, dividends received, adjusted statulory net income, dividends
net income, taz paid, and approrimate amount of tax payable under the revenue bill of 1936

paid, per

PARENT COMPANY—INTERNATIONAL HARVESTER CO.

centage of dividends paid to adjusted statutory
—Continued

Percentage of

A Statutory | Dividends | Adiusted | pyiieng | Sidends tax payable |Percent of tax| EETCent of 18X
on : af D vi ad- e Crease
sched- Name of corporation net income | received ::f?l}me paid jgged statu-| T8%PAId | opderreve- pm or
ue2 | tory net nue bill of =)
income 1936 P~ =
GROUP A-5
International Harvester Co.—....... $31, 036, 214 $34,228,758 |  $8,264,040 224.14 ] $4,267,479 } $10,439,771 305 14.63
Chicago West Pullman & Southern ’
R. R. Co. 70,343 79,343 260, 000 327.69 10,810 -~100
Rlinois Northern 42,485 42, 485 180, 000 423. 5,842 o -100
Jackson Internaiional Co., Inc.. 1, 960 1,060 R 20 28.69 +115.55
& Co , 673 96, 673 500, 000 517.21 13,292 S
‘Wisconsin Lumber Co.. - 29,041 20,041 §oeoeeo e el 4 185 10,164 B +142.28
‘Wisconsin Steel Co. 111,108 11,109 750, 000 . - -
60 | International Harvester Co. of Amer-
ica. - 1, 270, 136 1,270,136 1, 500, 000 181 174,644 -100
International Harvester Export Co... 928, 751 928, 751 127,703 394,719 42.5 +-209.09
International Harvester Co. of Ar-
gentina. 137, 115 PR3 ) PO (. 18,953 58,274 42.5 +209. 09
Total 33, 610, 609 36, 803, 153 11,454,040 {eeeeeeee o 4,623,183 10, 963, 510 29.63 +135.84
PARENT COMPANY.—ST‘:LNDARD OIL CO. (INDIANA), CHICAGO, ILL. '
Grovr A-S
8tandard Oil Co. (Indiang)..........-| 1$1,327,628 | $12,326,230 | $10,008,611 | $15,371,22% 139.75 .-
Mexican Petmlemmx{In Corporation of . 1537,
The Midwest Sommiscary G R e 10,000 213 &
W 0 ceeecan 3 3
Par American Petroleum on| 11,270,525 4 ... -

Total

4,033 |.
10, 611, 856

033
10, 81?: 856

7,611,862

20, 168, 200

PO

0

PE6T IOV, HONTATY



PARENT COMPANY—ALLIED CHEMICAL & DYE CORPORATION

Gzrovr A-7
$1,645,365 | $1,281,747 | $2,927, 112 703,374 536.48 $226,238
105, 458 105,458 s 14, 501 $44,820 23 20008
501, 247 501,245 .81.297 251,280 25 +209.09
149, 770 149,770 20, 563 63, 652 425 +209.10
1,200, 022 1,900,022 | 1,000,000 8.3 © 185,003 80, 001 5 —63.
17,681 17, 681 2, 431 6,188 35 +4154.55
35, 851 85, 851 4929 12,548 25 154 57
99, 988 8, 983 100,000 100.03 13,748 —100
3,762,860 | ... T 3,762,360 | 3,300,000 8. 71 517,325 127,920 31 ~75.27
1,884,701 | JZTTTTTTTTTTT 1,884,701 | 2,100,000 12 259, 148 —100
667,959 |oeveeeen.n.... 667,953 91,844 283,883 25 +209.09
5,860, 782 1,832 . 5,862,714 805,857 | 2,491,653 423 +209.
. B 158 2.7 +usa &
114,314 114,34 15,718 48,583 25 +209.08 i
% 36 3 1 . 56 1w §
Senet-Solray 1,610, 614 1,810,614 | 3,000,000 12817 21,19 1
The lmnton By-Products Coke Co., ] a
Ine 18,592 18, 592 . 2,558 6,507 35 +is48 2
- Total.. 17,785,252 | 1,283,673 | 10,048,931 | 24,203,374 | oeooooooo .. 2,442,720 | 3,387,204 17.83 XY N
PARENT COMPANY—GENERAL FOODS CORPORATION h
; ' °
GROUP A-8 ) ] 8
{ Genersl Foods Corporation............ $1, 474,004 637 | $12,717.641 | $9,452,614 %3 $226,490 |  $1,017, 411 | 8 +349.21
62 | Generai Foods Sales Co., Iné-..__.. - 062,385 S, 28 1?2",062,385 x,ﬁouo $7.28 23,578 76,308 3.7 ~73.09
13,239 13,239 10, 000
199,482 129,482
121,938 121,433 - I
188,803 188,330 -
xsg"m 18:%,033 - N m o N
1,000,381 | LOETE | e Tol e e B3] _Fme
) "870, 837 €83, 337 eI | 89,63 3% 40 8,8l7] TS ™RSS
172,738 172, 738 282, 210 163.37 2, 751 —100
5 House Products Co., inc....| 1,52, 501 1,524,501 | 1,000,000 65.6 209,619 166,171 10,0 —20.73
La Franoce Man ST 400,382 |- - 443,868 90.51. 67,428 12, 750 2.6 —81.09

1T



Corporation income-taz returns for 1984 for ¢ group of concerns which were included in @ consolidated intdme-taz return for 1933, showing
: statutory net income, dividends received, adjusted sltaiulory net income, dividends percentage of divdends paid to adjusted statutory
nel income, taz patd, and approzitate amount of tax payable under the revenue bill of 1936—Continued o o

Percentage of Approximate
o \ Statatary | Dividends | Adiusted | peoiaens | St tosd 3% paysble |Poroent of tax le:msoa%i?)x
on -
sched- Name of corporation net incoms | received m Daid | Josted statn-| TATPAId | oo RO W or decrease
ule2 tory net nue bill of (=)
income 1938
Grour A-8—Continned
The Jello Co., Inc.... $1, 210, 808 $1, 210, 808 $1, 150, 000 94.98 $166, 486 $186,951 L4 —~89.82
Indiana Flour Co., In 5,077 $50, 000 55, 90.78 698 1,432 2.8 +105.18
Postum Co., Inc. 4,240, 180 4, 240, 180 3,350,000 79.01 025 267,131 6.3 —54.
Franklin Baker 8hi 1,025 4,000 390. 24 141 ~100
Diamond C 8: 45,947 140, 000 304.7 6,318 —~100
Dunlop Co. 98, 804 50, 50.6 14,151 18,797 17 +18.7
Calumet Chemical Co....... 34, 951 12, 35.76 4,806 .85 20.7 +350. 54
Baker-Bennett-Day, Inc....... 15, 604 2,146 4,634 2.7 +115.94
Igieheart Bros., 991, 720 910, 200 91.78 107,458 22,810 23 -78.
Atlantic Geletin Co., 149, 301 145,000 97.12 520 1,344 .9 -—93.
102178 | e 17,752 43,426 25 +144.63
263, 803 500, 000 189. 54 23 . -100° -
52,037 . 7,155 22,118 2.5 209.1
356 ’ 2.78 11633
14,945 357 162.98 2,055 -100
T242% 100, 000 138.08 -
Frosted ., Inc. - 11,303,301 .
Fmsfedlggd:lsalesr;‘; ﬁ%ﬁ&:' 1455,588 | 1 455, 588
General Development Labora
Inc. " - 164,808 164,898
Rhode Island Oyster Farms Co. ... 193,685 £93,685
Long Island Oyster Farms, Inc - 13,757 13,787
©Oskland Realty COummmeocencvcacocna- 13,837 13,337
Total 12,907,032 11, 617, 667 24, 524,699 20, 954, 704 2,087,582 1,950, 538 7.95 -1.77
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PARENT COMPANY—THE OEIO OIL CO.

* Group A-9
The Ohio Ofl Co. .o caeeoaecccmecanaee 181,191,339 $6, 204, 728 896.77 : Cmmzoel
184 | The Illinois Pipe Line Co....cecuu--. 1,923, 146 1, 800, 000 93.6 $264, 333 $32, 608 L7 —87.63
Marathon Oil Co. (Delaware)... 1464, 670 : .
The Rocky Mountain 1141, 386
Marathon Ol Co. (W est Virginia) 1 883,853
Lincolx Ofl Refining Co.... 11,343.148
Billings Gas Coe v camen.n 158,628
Total 12,164,774 1,893,337 271,437 8,004,728 {ocrocaaaoaaee 284,333 32,693 —$7.63
. PARENT COMPANY~—THE FIRESTONE TIRE & RUBBER CO. A
GRrOUP A-12
134 | The Firestone Tire & Rubber Co.. $3, 6686, 147 $60,021 | $3,736,068 | $3,572,192 " 95.61 $539, 220 $41, 1.1 - —-92:37
Firestone Service Stores Inc. (Wash- -
1.0 7500 o 2 o ) N, 1,701 1,701 24 505 29.89 -$115.81
‘Wades Inc. (formatly Firestons Serv- :
jce Stores Inc. of Uniontown)....... 1,282 | caaeaen 1,232 169 - 368 20.71 +118.57
Total. : 3,669, 080 69, 921 3, 739, 001 3,572,182 e enecaaenen 539,632 41,968 L12 -92.22
PARENT COMPANY—STANDARD OIL CO. (NEW JERSEY)
Gpour A-13 X .
Standard Oil Co. of New Jersey...... $11,400,019 | $50,957,526 | $62, 358,445 | $31,040,882 5L22 | 81,567,626 | $10,600,936 17 +576.24
Standard Oil Co., of New Jersey, sub- .
sidiaries 19,741, 189 5,752,316 13,088,873
Esso, Inc. 11,625 11,625
Mississipni River E S CO.ecu-.| 11,309
i | 125,034
125,204
1102,982
143,827 1,673, 102 1,163.27. 19,778
465,043 |.... 5, 151 197,643 42.46
316,358 564, 000 176.6 12,974
824,602 |. 113,383 350, 42.5
185 2,384, 581 1, 800, 000 75.48 327,880 183,613 7.7
. 896 613,898 450, 000 73.3 84,411 50, 953 8.3
'enols, Inc. : 283,905 }.ceecncannaaae 283,905 38,287 112,160 425
The Columbis Natural Gas Co....... 202 228,202 31,300 , 024 25

) 3 Loss. .
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Corporation income-tax returns far 1934 for a group of concerns which were included in a consolidated income-taz retusn for 1938, showing
statulory net income, dividends received, adjusied statutory net income, dividends paid, percentage of dividends paid to adjusizd stalvtorg
net income, tax paid, and approzimate amoun! of tgz payable under the revenue bill of 1936—Continued C i

PARANT COMPANY-STANDARD OIL CO. (NEW JERSEY)

Percentage of | Approximate .
bakrs Statuto Dividends | Adiusted | 1o g | Sividends a5 payeble |Percent of tax| Fercect s
on . utory vidends viden 0 ad- pa increase
sched- Name of corporation net income | received ;&me paid justed statu-| T8XPRId | praarreve m' or
ule2 tory net nuse bill of (=)
income i
Group A-13—Continued
96 | Hope Ndtural Gas Co.veeenvemnnnnn.. $1, 189,276 $12,690 | $1,201, $163, 525 |... —100
Standard Shipping Co..... - 2,804,725 2,804, 385, $1, 192, 008 42,45 +-208.09
112 | Lago Petroleum Cor] ti 8,228, 1,131,375 -100
63} Standard Oil Co. of 1,216, , 208 =100 -
Huasteca Petroleumn Co 2,603, 83,017 —100
113 { The Carter Oil Co.... 1,511, 7, 888 ~-100
Fi ¢ tio 13, ey 123,% 5,781,145 23 +£§gg4s
orporation.. . g
Mexican Petroleum CO.ceenoaennnn-..| 1339,
Standard Ofl Development Co....... 148, R -
— troleum Co., Ltd.,, of
Delaware, 24,284,987 1o oo e e 10,321, 119 2.8 e
Standard Pipe Line Co., Inc......... 2, 820,307 2. 000, 000 70.91 387,792 253,828 ] —-34.55
Hope Construction & Refining Co.... 126,261 |.eeee o] - ———
Daggett & Ramsdell._.._............. 11485, 861 |-. o
Standard Qil Co. of Pennsylvania. ... 1 950, 687 PR SO,
The East Ohio Gas Co 11,468, 475 3, 550,000 .-
' 697,905 |. e
13,886,726
54,728 42.5 +209.09
2, 20.68 +115.65
42.5 +126.76
42.5 +200.09
17 +23.63
Hope Brodusiag Go 60,62 o900
pe Producing Co. e eeeeveevcaan 2.5 209.
The Ohio Producing & Refining Co.. 110,474
Brave Water Co..oeoeemonnnnne.... ¥ 313
Carter Oil Co. of Delaware. ... 11,561
Southern Radio Corporation 133,745
. Total......... . 16,475, 595 Bs2) | M4

¥t
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PARENT COMPANY—SOCONY-VACUUM OIL CO., INC. (FORMERLY SOCONY VACUUM CORPORATION)

Grour A-14 . .
Socony-Vaenum Oil Co., Ine.._...... 199,253,474 | $39,134,603 | $20,881,210 | $18,550,922 8245 | caceneaee $3, 705,271 124 oLl
Frank Harris Floyd, o S . 32;408 © 32,405 48, 000 141. 94 $4,458 . =100
Franklin Railway 0il Corporation._ .. 4L,052 |.ooniieemaann 41,052 65,830 160.36 5,645 -100
General Petroleumt Corporation of i .
California. . __..... -] 12,485,277 1 676,815
190 | General Pipe Line C 1,039, 320 1,039,320 1, 500, C00 144.33 142,907 -~100
General Terminal Co.. 27, 532 27,532 |. caee 3,786 9,636 3B +154.52
58 | Magnolia Petroleum Co. 2,678, 792 10, 005, 450 16, 800, COO 167. 308,334 | eeeecmeenn)occccaceaaea —100
100 {1 Magnolia Pi Llne Co.. 7,169, 687 7, 169, 667 7, 225, n00 101. 47 985, 829 -100 -
* | Sobel Bros., In¢....ccaee.-. 686, 897 68, 687 245,060 367.33 9,171 -100
Sodony Paint Producw COumees 256, 6806 256, 688 700, 000 2.7 35, 204 -100
57 1 Standard Ofl Co. of New York. Iné.. 4,372, 717 5,028, (88 6, 950, 000 138.2 601,249 -100 -
k %endatd Vacuum Transportation Co. 983, 501 983, 501 5, 000, 000 508. 38 135, 231 -100
Continental Mexican Petroleum Co. .. 16,089 16,009 |. .
| Bowling Green Saﬂa Deposit Co......, 128687 12,867 .
Corsicana Brick -] 88 |. 12 2 29.55 +116.67
Lotos Oil & Distﬁ 125,043 125,048 . —
Lubrite Refining Corporation 1 952, 691 1952,801 |.. .
Perfect Oil C 112,130 112,130
Vacuum Investi: 111,102 155, 421 66, 054 L >2 2 .
56 1 Vecuum Ol Co., Inc.._. 3,362,803 5,721, 341 5, 500, 000 96.13 482, 385 62, 935 L1 ~86.39
Wadh 0il Co. 1208, 151 1205, 810 o
4+ White Eagle Oil Corporation. 1 243,737 1213, 787 -
1247, T247,028 | e m———
1,050, 220 1,006,220 {._ 144, 405 465, 94 425 +222.63
7,665,015 59, 162, 581 62,741,752 | oo 2,868, 704 4,309,816 7.28 +48.68
PARENT COMPANY—AMERICAN TELEPHONE AND TELEGRAPH CO.
Grove A-15 . .
Amencan Telephone & Telegraph Co.| $2 559,549 | $114,263,611 | $116, 823. 160 | $167,960,475 143.77 $351, 038 -100
Alpine estern Electric Co. .__...... 35 35,673 30,000 841 4, $1,177 3.3 -76
Southern Telephone Co... 19,975
rown Point Tel hom Co.. 5 2 .4 ~97.07
Dinwxddxe Telephone Co....... 13,475
The Emporia Telephone Co.... 3, 601 -100
Erpie Consultants, Inc. 170,634
'elephone Co- ........... 173X RN SRR X ae 381 20,72 feeciamenn
Hess Electric Protective Corporazion 25,241 36,006 142.65 3,471 ~100
Holmes Electnc Protective Co. of
....................... 37, [ 37, 12, 300 33.33 5,187 8,251 22 +60
ufactnxers!uncﬁonny Co...... 134,611 |ecomenenacna- 134,611 rmntas
1Lloss. -

9861 - ‘LOV ANNJTAUY




Corporation income-laz returns for 1984 jor a group of concerns which were included in a consolidated income-taz return for 1933, showing
statulory net income, dividends received, adjusted statutory net income, dividends paid, percentage of dividends paid to ad]usted statuiory
net income, tax paid, and approximate amount of taz payable under the revenue bill of 1936—Continved

PARENT COMPANY—AMERICAN TELEPHONE AND TELEGRAPH CO.—Continued

Pereentageol Approximate
Nom Statutory | Dividends | Adlusted | pooiong. | Soviqencs tax pavable |Pereent of tax TErcent of 18
onl. viden: [viden: pal ad- payal
sched- Name of corporstion netincome | recelved | Scatutery paid justed statu-| 18X P8l | prderreve- "{w' or decrease
ule 2 tory net nus bill of =)
income 1938
GroUP A-15—~Continued
Nassau Smeltirg & Reﬂn!ng Co., Ine.. 1880,044 | . o.ooeeoees 1489, 944
The Paola Telepho! 2,821 12,821 e
- Petersh Tele hom 0. 61,236 61,236 $35,244 57.55 $8,420 $8, 512 13.9 +1.09
Rlo Gmn v .- l:,ggg 558 1,208 2.71 +116.1
3%Hudson StreetCo ration. 49, 589 49, 588 42, 000 8.7 6,818 2,132 43 —68.73
Weeo Reslty Deeenenoooonn 110,269 110,289 | eccmeaea
‘estern Electric Co., Inc., of Argen- :
127,033 127,033 ' .
57,854 587,854 40, 000 68. 14 7,955 5,670 9.8 ~28.72
.- 112,678 112,678 ¢ :
of Chile. 169,610 169, 610
Wm Electric Co.. Inc of Cuba... 32,021 82,021 | oo eene- 4,403 11,207 35 +154.53
estarn Electric Co. of Italy......... 3, 236 3,238 - 445 961 20.7 +115.95
WesmEhctﬁcCo olMex!eo ,gﬂl% .............. !&31953 T 2,388 6,075
20, 480 20, 460 - . . %813 7,161 "3 +-154.57
110,350 110,350 |. —— . "
1477 -1477
s 154,197 $100 154,097 25,730
28,481 {ocmeeeeee e 38,481 5,201 13,468 35 +15¢. 54
1,187,018 1,703 1,188,718 | 2,746,200 231.03 163, 215 . 100
1502,011 105, 580 1306, 421
- 509, 809 ’ 509, 809 70,099 216,669 £2.5 +209.09
26 | Indiana Bell 1,830,248 29,115 1,859, 383 1, 850, 000 88.74 251, 658 57, 840 3.1 -T..1
. 'rha Tri-State Teiephone & Telegraph ; ’
492, 951 4,775 497,726 380, 807 76.51 67,781 " 34,841 7 —~48.8°
241 Empke City Subwam Ltd--- el 1,921,068 1,921,068 1,860,112 | 96.83 264, 147 17,290 .9 ~93. 45
Electrical 243, 584 5,284 458,878 33,493 ‘195,023 2.5 +482.28
ImnolsBell'I‘elephonQOO ........ 18,617,812 204,2'8 | 18,413,594 5, 250, 000 " .
Bell T ne Co. 5, 133,030 5, 542 5,138, 572 3, 300, 000 64.22 705, 702 596,074 116 | -15.58
Holmes Electric Protective Co.. 402, 149 59 141 461, 280 450,000 |. 97.55 55,206 2,768 .6 -—95
Western Electrie Co., Inc._._. 113,285,345 251 ,240 113,034, 105
, 195 Broadway Corporation. .. - 271,818 271,818 275,000 10117 37,375 . 13.78 -~100
22 | New York Telephone Co......... 33,073, 452 2,574,328 35, 647, 780 38, 329, 000 99.11 4, 547, 600 106, 943 .3 -97.65
Societe de Materlel Acoustique, Inc..| 250, 250, 896 130, 29¢ 5183 35,783 41,308 16.5 --15.66

9T
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Sontham Bell Telophone & Telegraph

‘248
7,521,574 26| 7,857,870 | 7,499,040 97.94 28 47 .6 —85.96
B | o Telophone Go. 5t | e 2mem zm 14: 219 '364.985 105.38 me * 100
Bouthwestom Bell Telephone Co. of 8L 1 i 1,962,
2% Newumysen Tele 580,102 329 | . 5,840,431 | 6,621,738 ﬁ’%g soé,mg ! . ﬁ’m
"24 | Northwestern Bell a}ephoneéa::: 5, 354, 606 2,287 | 5356893 | 4,112,082 T 736,268 374, 983 7| —49.07
o oo Telephone Co........... 7,710, 638 96,135 | 7,806,774 L060,213| 8378M 25 +212.04
Ameriean Telephone & Telmph Co. '
1,500 ‘1, 1,500 100 208 —100
..................... M58 | 142, 513 119, 500 3.85 19, 506 6,688 7 —65.82
2| Tdep i Faass 8,842,060 12,02 885071 900,000 101.66 | 1,215,908 100
mhoc BoTot W &v?zrunm.."m Tele- | 602, 826 m wr| ,m,ooo .za:ss 95,264 214,810 a1 +125.49
no . 0f West virginia . ______
247 Tge hesspeake & Potomac Tele- oz ’
1,036,848 | .oooomoooeee. 1,036,848 | 1,440,000 138.88 142, 567 —100
.19 Chesapeake & Potomac Tele-
3 Co. of Virginifs oo 1,467,087 44,244 1,513,281 | 1,440,000 95.28 201,718 21,158 14 —80.51
A T o apeale aitimoe e Tele- | zszé.m 5| 28828 2310000 8.7 388,611 149,792 53 3145
urgg Diamond Stars Tompiens Gor ] 2o 2%8 - Tamag | T4a2s0 88.39 67,281 16,637 24 _-mz
Total 81,580,806 | 118,321,377 | 100,011,182 | 265,069,253 | - —orro | T 14,965,303 | 5,482,776 274 L8
PARENT COMPANY~AIR REDUCTION CO., INC.
GROUP A-16
81 | Air Reduction C0., I06.nreeooeeeeo-. 2,872, 511 $570,628 | $3,452,150 |  $3,787.300 108.25 $304, 970 —100
3 SL2A8 | 51, 248 43,852 85.57 7,047 £, 050 i —70.8
213, 004 18 213,022 29,228 90, 534 425 +208 11
797,533 797,833 109, 702 339,079 24 +200.00
13,915 13,915 12,000 8553 1913 290 28 —79.61
3,476 3,476 3,000 86,31 478 5 L6l —88.28
13,911 13,911 12,060 8628 1,913 - 390 %8 —7.61
20,854 20, 854 18,000 86,31 2 887 584 28 ~78.63
2, 641 2 841 2,280 86,33 363 42 159 , —88.42
e (T 4,714 36,000 86.30 5,736 1,689 4 ~70.9
300 300 i 9 29.66 +17.07
13,017 13,917 12,000 3.2 1,914 390 28 —79.
4,547 43, 547 138, 500 328 54 5713 —~100
Superior Oxygen Co. of Missouzi. .... 41,199 41,189 17, 500 248 5,765 5858 218 +53.65
8u; Oxygen Co. of New York, S - -
1,265 1,285 187 376 29.72 +101.06
Air Reduetion Sa3es G0 oo ooommmro 750 750 103 28 2.73 +116.5
Total : 4,130, 085 579,648 | 4,709,731 |- 4,030,441 568, 000 444,730 9.4 -7
. 1Loss. -
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Corporation income-taz relurns fcr 1984 for a group of concerns which were included in @ consolidated income-tax return for 1933, showing
statulory net income, dividends received, adjusled slatutory net income, dividends paid, percenlage of dividends paid to adj:sted statulory
net income, laz paid, and approzimate amount of tax payable under the revenue bill of 1936—Continued

PARENT COMPANY—UNITED FRUIT CO.

: Percentage ol Approximate
deron | Statatory | Dividends | AdSted | pioisene | pardiosd tax payable [Percent of tax(® yien
on 8] on ivi pai - payable increase
sched- Nams of corporation ret income | received | SFALULOEY paid justed statu | T8XP8IE | ppgerreve pm ar decrease
‘ule 2 tory net nue bill of (=)
. income 1936 .
GroOUP A-17
; 4 116 | United Fruit Co........ $7,521,727 $7,521,727 $8, 717,985 115.9 $1,034, 237 -100
h o Banana Selling Co., 32,590 32,590 {. 4, 431 $11, 407 35 +154. 56
] ' Compania Agricola de Gua 1 16,927 16,927 2,32 5,924 35 +154. 58
Compania Surtidora de Costa Rica... 21,035 21,085 | cucemeaccaaen 2,802 7,362 35 +154. 56
Cukra Delivery COoecimenneneenmanns : 72,103 72,108 | aeeeeee 9,914 30, 644 42.5 -+200. 11
Fmitl)l:}gatch [ o R 67, 159 67,159 - 9,234 28, 543 42.5 +208.1
Jacksonville Pre-cooling Co.. 13,278 13,279 2,177 4,048 35 +113.5
Tonosi Fruit Cooovovuesnnn 19, 580 [8: %51 I SO SO SR -
ical Radio Telegraph Co._... 755 755 PO 104 224 29.67 +115.39
United Fruit Tanker Corporation.... 12, 965 12, 965 3 4,538 38 +154.51
Venezuela Fruit Co. ... cccorunno. 14,816 14,816 PN SURIUTN SPS SR
Unitéd Mail Steamship Co........... 810,919 810,919 - 111,501 344, 641 £2.5 +208.08
United Fruit Steamship Corporation. 5, 5, - 1,752 30 +116.03
Northern Railway Co. 1347, 901 147,901 e e
Truxillo Railroad Co 158, 219 156, 219 : : 21,480 66, 303 42.5 +200.09
266, 104 36, 589 113,004 42.5 +209.09
137,406 42.5 -+209.09
62, 214 2.5 -+-209.
58,940 42.5 -+209.08
173,040 425 -+200. 09
3,212 30 +118.21
39,310 4.5 +-209. 06
65,088 42.5 4200, 09
9, 155, 573 9, 155, 678 8,717,985 [ccococmaaan 1,412,736 1,159, 380 12.66 -79.93

14
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PARENT COMPANY—STANDARD OIL CO. OF CALIFORNIA

GROUP A-18

Standard Oil Co. of Californis....
California Petroleum Exploration Co.
Calilornia Standard Oil Co. ..

gral oering Co.. ..
Pecific Oil Ce. (California).
Pacific Ol Cu. (Delaware). ___.......
_Richimond J-etroelum Co. (Nevada)..
R::ikmond Petroleum Co of Colum-

$3,831,184
d

$1,998, 119

Ty 4

$13, 102, 900

+154.51

300,08

+821.34
—43.99

" 2,150,743

14, 110, 400 |

—-73.18

0861 410V, AANHAR

BI



COrpbration income-taz returns for 1934 for a group of concerns which were included in a consolidated income-taz return
statulory net income, dividends received, adjusted statutory met income,

|

for 1933, showing

L ? 2 dividends paid, percentage of dividends paid to adjusted stalutory
net income, tax paid, and approzimate amount of tax payable under the revenue bill of 1936—Continued
PARENT COMPANY—THE GREAT ATLANTIC & PACIFIC TEA CO. OF AMERICA
Percentage of Approximate
ks Statutory | Dividends | Adiusted | pyoig. .. | dividends ax payable |Peroent of tax/Feroent of
[+) J. on = (-3 [ocreass
sched- Name of corporation net income | received nsggggge paid justed statu- | T8 paid undg: Teve- p{gw as;’ | oF decreass
ule 2 tory net nue bill of (=)
income 1936
Grovup A-19
17 TgfoAmeﬁGMt o atle & Paclfic Tea Co. $1, $15,085,316 | 816,573,157 | $16,429, 770 .13 $204, 578 N¢ 100
OB e memonae e m o ccme o A 2 X 3 cocecanamamans, one -
Feiton Packing & Manufacturing Co. 14,415 .
mnakar aid Co., Inc. 2,222,055 200, 000 8.98 317,572 $846, 281 38 -+166.48
ican Coffee Corporation.... 103, 631 250, 000 24147 14, 238 NODR {cemereeenneee
Atlantic Commission Co., In 912,012 54.82 136, 802 15 -+9.
Atlantic Warehouses, Inc.._. | 2,791 384 829 2.7 +115.89
| The Groeat American Tas Co. -] 81,936 56, 000 6L 02 11,268 10,488 2.8 -6.91
The Great Atlantic & Pacific Tea Co.
1 (Arizons) . 3,039, 257 2,000, 000 65. 81 417,808 331,279 10.9 -20.73
L TheGreat\A:!antic&PwﬂcTeaCo. 2 204,521
: )
69 | The Great Atlantic & Pacific Tea Co.
J  (NOW Jersey). ... eswemmeonmommmeae 9,486,179 | 12,088,000 127.41 1,303, 662 None —100-
| The Nakat Packing 568, 750 ", 890 241,719 2.5 +175.02
‘| The Packers Sup; 2,428 334 2.7 +115.87
The Quaker Mai 236 5,000 2,118.64 [ [ None -100
House Milk Co., Inc.. 442,833 60, 89C 188, 204 - 425 +209.09
Total.. 15,090, 316 33, 140,919 31,520,770 2,544, 144 1,756,323 - 838 -30.97
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REVENUR ACT, 1986 21
- Senator Wavrsa. Have you reached thé conclusion that those cors
porations that have a large surplus-and are dwtributini all of their
net earnings would pay a less tax under this proposal than they are -
now paying? _ :

Mr. Russiir, If the corporations distribute all of their earnings?
- Senator Warse. Yes.- -’ ’ .

Mr. RusseLn. Yes, sir. Those corporations are included in those

oups there. "The ﬁgur’es ‘that I have stated were the total figures

or the group including the companies which would have paid no tax
under the new act. B

All T have left now is these figures that Senator Black asked for.

Senator Kina. He is not here yet, so if you will please stand by for
a moment until he comes. : .

Senator Couzens. Can we dispose of Senator Lonergan’s amend-
ment here? We have a subcommittee on that. o

Senator Kina. Yes, I thinkso. Senator Harrison, Senator Couzens .
has just suggested that we take up the matter of Senator Lonergan’s
amendment. '

Senator LoNeraan. I suggested it yesterday. On the other
proposal, Mr. Kent states that the Treasury Department feels that
at this time we had better take no action on the suggestion to tax
mutual fire insurance companies. o . ,

The CralrmaN. It is the sense of the comnmittee then, that so far as
these mutual fire insurance companies are concerned; trying to work
out some basis of taxation, that that matter should be studied further
and that no action be taken on this bill? S :

Senator LoNgrgAN. Yes,

The CuairMaN. If that is the way that the committee understands,
it will be so understood. .

" Senator BAILEY. Are you through with the fire insurance section?

The CrairMaN. It was not in here, Senator, but it has been sug-
gested that probably the mutual fire insurance companies were
getting some advantage of the stock companies, and this subcommittee
and the Treasury Department think it is so complicated that we had
better not %%into it at this time. '

Senator WaLsH. And to continue under the present law?

The CrairMAN. To continue under the present lJaw unless we make
some change here as to rates, and I suppose we will not.

Senator LA FoLLerTE. I would like to hear something from some-
body ct;nnected with the Treasury concerning Senator Lonergan’s
proposal. . _

Senator Couzens. I think Mr. Kent could tell us that. He told
us something in the subcommittee about it. »

Senator Warsn. Just what is the proposal, briefly stated? I was
not here. .

Senator Loneraan. It is to authorize the issuance of policies up to
$1,000,000 and have them tax free when the policy is payable to the
United States Treasury, the proceeds of which are to be applied by
the United States Government for the payment of death taxes. '

Senator King. This proposition deals entirely with estates?

. Senator LA FoLLerTE. Yes. .

Senator King. I was not present when the discussion ensued. =~

Senator L FoLLerre. For instance, if a man had an estate of
$10,000,000 and $1,000,000 of it was in a life-insurance policy payable
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to the Governinent, he would not pay on the $10,000 estate including
the life-insurance policy, but he would pay on the $9,000;000. .
. Senator ConnaLLY. And the $1,000,000 would be applied to the
tax on the $9,000,000? . ‘ ;
* Benator LA Forrerre. That is correct, but his estate is reduced to
that extent that he has an insurance policy paysble to the Government
up to a limitation of $1,000,000. : n

Senator BaiLey. That is not his estate then, He is making that
policy payable to the Government, and it is not. part of his estate.

Senator ConnaLLy. The bill provides that he shall deduct the
amount of the policy from the net value of the estate.

" Senator Couzens. No;I donotso understand it.

Senator ConnaLLy. The policy has nothing to do with the estate, as
¥ understand it. i '

s Senator Lonercan, This is payable to the Treasurer of the United
tates.

Senator BaiLey. He never hastitle to it?

Senator LoNeraaN, Thatisit exactly.

Senator BaiLey. The only title is in the Government?

Senator Lonercan. It is for the payment of debt taxes, which will
make the payment quick and sure to the Government, and avoid
liquidation and long delay in payment.

Senator BaiLey. Not only make it quick and sure, but it is the only
wa,sy that the Government can hope to eollect the money.

enator ConNALLY. The question goes to whether it is part of the
estate. The bill provides that from the net estate shall be deducted
the amount of the policy.
. Senator Hastings. The inducement for the taxpayer to do the
thing is that advantage which he gets. Isuppose that isit?

Senator La ForuerTE. Senator Lonergan stated yesterday that if
that was not done, the thing would not work,

Senator Hastings, There would be no inducement.

Senator George. Mr. Kent, you have studied the amendment.
The policy would be added and deducted from the estate, both?

Mr. KenTt. As I understand the amendment, if you take a eoncrete
case, you have an estate of $500,000 including, let us say, a policy of
$100,000 which is made payable to the Treasurer of the United States
as beneficiary. If that $100,000 is required to pay the death tax
upon the remaining portion of the estate, no tax would be collected
on that $100,000. If only $50,000 of the policy were required to pay .
the tax, the excess of the $100,000 over $50,000 would be added to the
gross estate, and that tax would be payable on that.

Senator Couzens. But Senator onnally and I seem to differ as
to whether, when you arrive at that $500,000, the $100,000 insurance
is included in that total.

Mr. Kenr. It isinchided only to the extent that the entire proceeds
of the policy are not required to I}&gr the tax. There would be a little
problem of computation there. o not know whether the computa-
tion .cohxld be made arithmetically or whether some algebra would be
required. ' :

enator Couzens. When they compute the net value of the estate,
does the insurance policy that was paid to the Government Treasury

Department become included in-the total? e

Mr. Kent. Prima facie it is not, Senator. =
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Senator Couzens. That is what I thought. -

Mr. Kenr. But if it is found that the entire proceeds—— ,

. Senator Couzens (intergosing). I understand that part of it, But
1did not think it was included in the computing of the original amount,
. Senator GeEorae. In other words, if an estate consists of $10,000,000
in land, houses, and buildings, and that is all the estate has and is
except-an insurance policy of $1,000,000, payable to the' Government;
you pay on the $10,000,000 right off unless that $1,000,000 of course
18 in excess of the amount of the tax, and if so that would be added?
. Mr, KenT. Yes.. Under the terms of the amendment, there is
deducted from the value of the net estate as thus determined, the
proceeds of life-insurance policies payable to and received by the
Treasurer of the United Statesin trust for the payment of estate,
inheritance, succession, legacy, or other death duties levied by the
United States against or with respect to the estate of the decedent,
exclusive of any excess over the amount of such taxes, which excess
shall be accounted for (without interest) to the executor or adminis-
trator of the decedent for the benefit of the persons entitled thereto;
provided, however, that the proceeds of policies on which the premium-
paying period is less than 10 years shall not be deductible and, in
any event, the amount deductible as aforesaid shall not exceed
$1,600,000.

So that the amount of the policy is deducted.

Senator ConnaLLY. It is the purpose of this amendment to include
the value of the policy?

Mr. Kent. To dedzlcb the value——

.Senator ConnNaLLY (interposing). I am talking about when you go
to estinate how much he has. Do you mean to include the policy as
& part of his estate?

- Mr. KenT. No.
. Senator LA ForLrerre., No, you do not. )

Mr. Beaman, Pardon me; I think I can clear up the difficulty.
The amendment starts in where the present law leaves off. The
present law is—assume there is not any Senator Lonergan’s amend-
ment at all. The proceeds of policies paid to beneficiaries of the
estate in excess of $40,000 go in the gross-estate under the present law.

Senator ConNaLLY. You mean by that that if a 'man has a policy
to his?wife and children, all of it except $40,000 is included in his
estate '

Mr. Beaman. That is right. ;

Senator ConnaLLy. Idid not know that. I thought it was payable
1o the beneficiaries and was not in the estate at all.

Mr. Beaman. AsIunderstand the present law, if he has a 1,000,000
policy payable to the United States, there would go into his gross
estate $1,000,000 less $40,000, unless the $40,000 were eaten up by
some other policy. It is not $40,000 of each policy, it is the excess
over $40,000 of all policies. ) )

So, if this was the only policy he had, we will say, that goes into
his gross estate; $1,000,000 less $40,000 or $960,000.

. The effect of Senator Lonergan’s amendment is that you can go

ahead and compute his net estate according to the ordinary rules and
deductions, arriving at a value of his net estite, we will say, of-
--$8,000,000  or 9 or -10 milhons, - Senator Lonergan’s amendment -
deducts from that $10,000,000 constatuting the net estate, $1,000,000:
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Senator LoNERGAN, Provided the taxes run up that high?

Senator ConnNaLLy. The reason you provided for the. $40,000 was
to prevent avoidance of the estate taxes by investing all of the estate
in life-insurance policies payable to others than the estate.

Mr. Beaman. I take it that was the reason. . C

The CuammMAN. Mr. Kent, are the premiums that you pay on
insurance policies now deductible in your income?

Mr. Beaman. No, they are not.

. Senator Bracx. Mr. Beaman, may I ask one question? I have
just come in and I would Jike to ask one question. Does this amend-
ment simply mean that instead of having an exemption of $40,000
now under insurance policies, any person is entitled to have an exemp-
tion of any amount in an insurance policy that might be necessary
to pay off his estate tax?

Mr. Beaman. Not in excess of $1,000,000.

Mr. Kenv. Provided the insurance i1s taken out payable to the
Treasurer of the United States.

Senator BLack. In other words, it raises the exemption on that
part which is payable to the Treasurer of the United States to the
amount of $1,000,000?

Senator LoNerGaN. It provides for a quick and sure method of
payment.

enator ConNaLLy. If he had Eaid those premiums, they might
still be a part of his estate, unless he squandered it.

Senator CarpER. Does the Treasury approve the amendment?

Mr. Kent. No; the Treasury does not approve it.

Senator LA FoLLETTE. 1 would like to get the Treasury’s view in
the matter; their position concerning this amendment.

Mr. KenT. The position of the Treasury with respect to the amend-
ment briefly is this, and it is not favorable to the idea of singling out
a particular tytpe of property or liquid asset and giving it preferential
treatment, so far as that is concerned. That is to say, if a man has
accumulated a large amount of Liberty bonds, for instance, which
under the law are receivable in payment of death duties, he gets no
special treatment, no preferential treatment by reason of his fore-
sight in accumulating that amount for the payment of the death
taxes and costs of administration and that insurance ought not to
be singled out for such special treatment.

I think that there is a real problem which is deserving of some
study in connection with the liquidation of the assets of dececents’ .

‘estates for the purpose of payments of the high death taxes and costs
of administration. Undoubtedly there is a real problem there, and
where estates are composed largely of nonliquid assets, althougi: the
law provides a very considerable period of time within which the taxes
may be paid and provides for liberal extensions, nevertheless executors
and administrators are furnished with some very real problems in
h(gll(jatmg assets without disastrous losses to meet the death taxes.
I believe that is a problem which should receive caroful study, but
the Treasury is not: prepared to agprove this particular suggestion.
. Senator LA ForrerrE. Has anybody made any estimates on what
this would cost the Government? ‘ o
~~ Mr. Kent. No, sir; we havenot, . = - e
. ‘Senator LA FoLLerrE. Instead of increasing the exemption for
_estate taxes when we are in need of revenue as we are now, I think
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they oughit to be reduced; in other words, I do not see why a man
with $1,000,000 net éstate or a 310,000,000 net estate should get a
$40,000 exemption that we provide now, for example. ) : :
. Senator BarLeY. He does not have to take the policy to start with.

Senator Lia FouLerre. Of course, this is going.to be a great induce«
ment; and the reason the insurance companies are interested in it is
they think it is going to be a bonanza and they think they will sell
insurance right and left. I;nﬁree with Mr. Kent that this is a prob-
lem that ought to have consideration, but I personally certainly am
not convinced that this is a solution of it, equitably to-all, to the
Government and to all concerned. -

Senator BaiLey. It:would be a very:great help to the Government.
As matters stand, the Government:is not goinF to collect the taxes.

Senator LA ForLerre. We are collesting & lot more money from
the death taxes than the actuaries estimated that we would. That
is Is)roving n. very substantial revenue producer.

" ‘Senator King. It occurs to me that while it is beneficial in one
way to the estate, and not so much to the Government as Senator
La Follette said, it is a sort of a windfall for the insurance companies.
- Senator LoNERGAN. I come from an insurance city, and I have not
received one letter from an insurance company in the United States.
It is the life underwriters group that are behind this. I introduced a
similar amendment a year ago and it passed the Senate; but the
committee, but the Senate. I believe that the vast majority of cases
which I am familiar with, half of the estates would be unable today
to Ylay the taxes in case of death, and when you come to liquidation .
with such & condition, your high average in the case of liquidation is
about 20 percent. I think this proposal is of great benefit to the
United States Government. A

Senator Lo ForLerre. How much did we collect last year from
estate taxes? Does anybody in the room know? :

Senator Kina. Mr. Parker ought to know.

Mr. Parker. Through March of this year we have collected
$151,000,000, as I recall 1t. The estimate for this year is $200,000,000.
On top of that, we have already collected this year $154,000,000 in
gift taxes, so that the total collection for the first 9. months of this
year already exceed $300,G00,000. ’ »
- Senator Kina. And what was the estimate?

- Mr. Pargir. The estimate on gift taxes was $60,000,000 for this

year. . A

~ Senator Hastings. That is due partially to the fact that a good

many %eople rushed to make the gifts before this new tax became

apg}lca le? . ‘ .
r. PArkER. That is undoubtetg‘l{ partly true, and still for the

receding taxable year we: collécted $71,000,000. The gift tax is

ecoming & very prolific source of revenue. . L
- Senator GErRY. Mr. Chairman, as a member of .the subcommittee
I would like to make a statement on:this, because I have a case
rather in:point that just came in. What this amendment of Senator
Lonergan does is this: The trouble is that when you have your estate
taxes as high as you have them at the present time, it is very difficult
if &' man is in a going business like in & mill or a factory or anything .
else which is a going business, wheré he employs a large amount of
labor; where he has to: borrow large sums of money in order to carry




26 REVENDE "ACT; 1936

on his business, it is a very difficult thing when that man gets old;
he is liable to get out of business and curtail in order to get hqmd
assets. ‘ '

“"What this does, as I understand the ﬁmendmen’t, is to make the

Federal Government the beneficiary of the insurance, so that at his
death there will be immediate assets for the payment of the taxes to
the Government. It is an incentive for him to save money, Senator
Connull{ has said, to pay these policies’ premiums, which then upon
his death it is provided that the Treasurer of the United States shall
receive the amount of the policy immediately upon death. To my
mind, the argument of the Treasury in regard to Liberty bonds is
not sound, becauso where you take the question of Liberty bonds,
the man that is putting all of his money into Liberty bonds and thi

of that sort is more like a trust estate. He is not a man that is in
active business, and he is not the fellow that is going to be in anything
like the condition of the man who is in active business, like a factory,
Of course he can buy a certain amount of Liberty bonds and ﬁut
them in his estate among his assets, but it seems to me that if he has
this liquid asset, the Government is going to make money on the
proposition rather than lose it, and you are going to give encoura%e-
ment to where a mill or a factory or any going business is owned by
a small number in the family, and he is much more apt to keep that
business going and to expand if he feels that he has some safety on
his death, more than he is if he has this tax hanging over his head.

The higher Kou make the tax, the more incentive there is to have
it liquid and liquidated on a loss—the testimony last year showed
and the Treasury’s own testimony showed that the loss sometimes
would be over 100 percent.

T have a case right here that I turned over to the experts, that came
in where a man died in 1900. I am quoting this because the Treasury
shows it takes a long time to pay it, and that is true, but they havs
to pay 6 percent. It was a case where a man died in 1900, created a
trust and made o bank in Boston, I think, tl« trustee, and left it to
his heirs according to the statute of perpetuities in my State. One
of the heirs was the estate director.

The question is what she -will receive from the trust estate. The
Government is charging her something like 4 rgercenb and the estate
is not making apparently that much money. They cannot distribute
the trust until the last one of those named in the i{rust dies, so appar-
ently this heir or beneficiary is in the position where she cannot dis- .
tribute the estate and sell it out. She has to pay the Government 4

" percent, and apparently the estate is only earning 3 and somethi‘gﬁi
so the possibility is that by the time the estate comes to her, she

owe the Government money. .

That is just an example of what you get when you have these
ve'rly high taxes. , o

he CrarrMaN. Senator, did your committee consider the propo-

sition of putting in the amount of the insurance policy in the aggre«
gate estate, but to give a party who wanted to take out one of these
msurance policies the right to deduct from his income tax, the pre-
miums that he paid? Would that give some relief?

Senator Gerry, We did not discuss that. I think it was mentioned:
I think Senator Connally mentioned it, but we thought the trouble
was of course that if you simply do that and give them a deduction
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in their income tax on the amount they pay .for their policy when
the ‘get,‘theirgolicy, if the estate is a laxge one, it is hardly worth
while to take the policy, because if the tax in a large estate, as it is,
" is only 60 percent, then they only get:40 percent of the policy liquid.
There is no incentive. to go into it. They have just added to their
top bracket that much of the policy. R

So it ssemed to me that possibi\; it would be better to let them
pay the income tax if the Government got the money, and at their
death have it liquid, because all you are inducing them do to is to
save for the Government at the time of their death, and the policy
and the title is made out to the Government. '

Senator LoNERGAN. I want to say to you gentlemen that I believe
the average high dpohcy that would®be necessary to carry out this
amendment would be $25,000 to $50,000. It would mean a con-
tinuance of business; it would mean employment. The average man
would not pay over $25,000 to $50,000 if he were a prosperous indus-
trialist up in-our section of the country. I think it has merit and
I believe we ought to adopt it.

Senator Brack. Mr. Chairman, I would like to ask one question.
I understood Mr. Kent to say that the idea of the $40,000 exemption
was to have the estate liquid. I had always thought—and I am just
wondering if that statement was correct that the $40,000 was given
on the same basis that you give a widow the homestead or an estate,
or give a married person exemptions for himself and children. I had
thought that the theory of the exemption was to have $40,000 to a
widow who was a beneficiary, or someone dependent. I never before
heard that the idea was to make the estate liquid.

Senator La ForLerre. I did understand Mr. Kent -to say that.
I thought he said that in reference to this amendment.

Senator Connarry. If I made a life insurance policy payable to my
wife, it is no part of my estate, but in order to prevent me from putting
all of my moncy in that kind of policies they simply limit the right to
do that to $40,000,
¢ Senator Brack. I misunderstood it then. I thought the idea had
been suggested that our $40,000 exemption was in -order to leave the
estate liquid, and I had always thought that the sole reason advanced
was that there ought to be that much exemption to the heirs of the
estate if the policy was made to them individually.

Mr. Parker. Could I explain the exemption, Senator, because I
think the nature of the exemption answers your question. If a-man
malkes out an insurance policy of $40,000 to his estate, it is not exempt
at all. The only exmption occurs in the case-of insurance policies
made out to named beneficiaries. In that case, the exemption is
$40,000 in the aggregate. That is, if you had $50,000 insurance made
out to named beneficiaries, $10,000 to your wife and $10,000 to your
four sons, $40,000 of it is exempt and $10,000 of it goesin to the estate.

Senator ConnaLLy, Under the laws of every State that I know
anything-about, but for that, those policies would not be a part of the
decedent’s estate. We make them arbitrarily taxable, because we
want-t6 prevent avoiders of estate and-gift taxes, but under the laws of
‘my State, an insurance policy payable to my wife is no part of my
estate becauge it belongs to her; it does not belong tome. - = - -

" ‘Mr. PARkER. That'is true, but the tax has to be paid out of the
other assets;, - -~ - - .- o o :
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Senator ConaLLy, You oan tax it because that is what we ard
doing, but what I mean is that it is not on the theory that it is a part
of my estate. It is an arbitrary tax even though it 1s payable to her.

Mr. Parker. As I understand the law, there is one type of insur~
ance policy which does not come in the estate. If you make out an
insurance policy to your wife and make it irrevocable so that you
cannot change the beneficiary, then the proceeds of that policy will
not be included in lzrour estate and you will pay a gift tax only on the
premiums paid in keeping up that pllicy. )

Senator LoneRGAN. Senator Connally, the experience of insurance
companies is that the Payment of premiums reKresents self-denial, the
highest degree of thrift, so that the man to whom you referred, that
this money might be added to his estate——

Senator CoNNALLY (interposing). I said he might add it, and on the
other hand he might sglgander it.

Senator LoNERGAN. This is an inducement to a man to practice
self-denial and try to preserve his assets to take care of his family and
have his business carried on. .

Senator Byrp. As I understand it if the premium is in excess of the
insurance——

Senator LoNBRGAN (interposing). Then it is taxable.

Senator LA FoLLErTE, I have just asked Mr. Kent to call up Cap-
tain Bliss, who is in charge of miscellaneous taxes to find out whether
that would involve any loss to the Government.

Senator GERRY. Wh%would there be any loss?

Senator LonerGAN. How can we tell? 1t is pure guess work.
Senator Couzens. Your provision would be retroactive and appl
to policies already in existence, is that not true? ] think if that 1s
true, that the retroactive feature might be left out, but if it be in the
future, it seems to me that the amendment of the Senator from Con-

necticut is & very desirable amendment,.

Mr. ParkER. I did not suppose there would be very many, because
as I understand the amendment, it has to be made out to the Secretary
of the Treasury. I do not know of any policies in the past that have
been so made out.

Senator Couzens. But the beneficiary could be very easily changed
by the insurance company. ,

The CuairMAN, Suppose we take a vote on it?

Senator La ForLer1E. 1 would like to get that information before I
vote. .

The CuairMaN. Then we will defer it.

Senator ConnaLLy. Is the Senator from Connecticut willing to
amend it so that it will not be retroactive?

Senator Lonerean. I am, but it is not retroactive. There are no
policies now payable to the Treasurer of the United States.

Senator LaForLLETTE. All you have to do is to change the bene-
ficiary of existing golicies. _

Senator Byrp. You are willing to accept an amendment to make
it clear that it will not be made retroactive?

Senator Couzens. If it is not made retroactive, it seems to me
that this is a highly desirable amendment, but if it is made retroac-
tive, I think there is some doubt about it.

. ‘Senator BArkreY, Under the amendment as.iﬂt"‘i)ia,' it is Aretroag's:"tivia
if all they would have;to do is to change the heneficiary under the
existing policy. o
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Senator Couzens. Yes. But I understand that the Senator is
willing that it shall not be retroactive, =~ o -
" The CnarrMAN. Is it possible for us now to get some agreement
on this corporation proposition and get it behind us? )

Senator BArkrey. If it is not made retroactive, is there any need
to wait for the Treasury estimates?

Senator LA ForrLerte. I personally would like to know whether
the Treasury thinks it is going to cost us money or not. If you accept
the Treas estimates on one thing, gou have to accept them on
another. If you knock something off, it may change the other
estimates,

Senator Byrp. I think the Treasury should know that it is not
retroactive,

Senator LoNErGAN. If the members of the committee will turn to
page 2 on line 2 after the word “policies” just insert the words “issued
hereafter’” that will cover it.

The CaairMaN, That will be for the draftsman to fix up, but
Senator La Follette wants to wait until we get an estimate on it.

Senator GeoraE. Let us see if we cannot make some progress on
the main features of the bill. :

The CrairMAN. Mr, Reporter, we will not réquire your services
any further. A

(Whereupon, at 11:15 o’clock a. m., the committee proceeded to
the consideration of the bill in closed session.)




