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REVENUE ACT, 1936

THURSDAY, MAY 21, 1936

UNITED STATES SENATE,
COMMITTEE ON FINANCE,

WathAinton, D. C.
EXECUTIVE SESSION

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

Present: Senators Harrison (chairman) King, George, Barkley,
Connally, Bailey, Byrd Clark, Black, derry, Couzens, Hastings,
Keyes, La Follette, Guffey and Lonergan.

Also 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 Commnissioner of Internal Revenue; Arthur H. Kent,
Acting Chief Counsel, Bureau of Internal Revenue.

The CHAIRMAN. 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 wero
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 particular packing companies.

te6 CHAIRMAN. Think we had better wait with those until
Senator Black arrives.

Mr. RUSSELL. 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 groups.

Referring to what is known as Committee Schedule No. 2, that
was the list of corporations paying 75 percent or more dividends and
showing 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 group of the
Goodyear Tire & Rubber Company. It is on the schedule there as
group 4.

The affiliated group 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
group 5 6n the schedules you now have.

Schedule no. 2 showed the separate corporations paid $174,644
.under'the 1934 act, and it showed no tax under the new 1936 pr-
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posed act, whereas the affiliated group paid $4,023,188 under the 1934
act, and under the proposed 1936 act the affiliated group would have
paid $10,903,510.

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

Mr. RUSSELL. Yes, sir.
Senator GERRY. Will you give me the figures there again of the

International Harvester 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 BYRD. That is assuming, of course, that the same dis-
tribution would exist in the future that (lid in 1934? That is 1934

.'figures on that item?
* Mr. RUSSELL. Yes, sir; that is applying the 1934 figures.

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

The CHAIRMAN. Proceed, Mr. Russell.
* Senator BYRD. 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 a sufficient
surplus 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
get the surpluses of these different companies in connection with thisinformation. . .

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

Senator BYRD. It is unquestionably a fact that a company with a
large liquid surplus is in a better position to pay out dividends tlhafh
one'that is not in that position?

Mr. RUSSELL. Yes, sir.
Senator BYRD. So that I think we have to go back and get these

surpluses.
I Senator CouzENS. I do not see that that would do much good.
The conditions change from year to year, and you can not reach any.
accurate information. I think this is a useful thing to have those
figures.

Mr. RUSSELL. 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 BYRD. I agree with you. That has to be a part of this
information in order to form any accurate pictrure of it. I

- Senator CONNALLY. Would it not be an interminable job to try
and analyze these thousands of corporations?

Mr. RUSSELL. We would need 6 months or more to put that in.
The CHAIRMAN. Why can we not put it in the record? If there is

some question to be asked about it, all right. _ I
Senator KING. I would like to ask one question. . In the 13-year

period from 1921 to 1933, the corporations paid oit :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.

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

Senator KING. I will say frandy that this is from the Now York
Times editorial.. This need not go on the record,

(Discussion off the record.)
Senator KING. $50,700,000,000 they paid out in dividends during

those years, but their net total income was $41,000,000,000.
Mr. RUSSELL. I have dividend payments here of the earnings

from 1026 to 1933.
Senator WALSH. What is their average per year?
Mr. RUSSELL. I do not have it averaged.
Senator WALSH. What is the total?
Mr. RUSSELL. I do not have it 'totalled. I have it by separate

years.
Senator KING. The net earnings?
Mr. RUSSELL. The net earnings and the dividends paid.
In 1926, the net earnings were $11,314,000,000 plus and the cash

dividends paid were $5,530,000,000.
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 not 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. RUSSELL. Yes, sir; and every year there were less dividends

than earnings.
Senator BYRD. Just for the purpose of the record, Mr. Russell, I

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 BYRD. Then there will be a loss to the Government?
Mr. RUSSELL. On those that distribute in full?
Senator BYRD. Yes.
Mr. RUSSELL. Yes, sir.
Senator BYRD. In order to get a full picture, we ought to have that.
Mr. RUSSELL. I think that will show that. There are a lot of

companies there that made full distribution, included in these groups.
(Discussion off the record.)
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Senator LA FoLLETTE. 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 KING (acting chairman). That is my understanding, Now,
what are your desires, Senator?

Mr. BYRD. I have no desires one way or the other.
Senator KING. Do any of the Senators desire it?
Senator LA FOLLiErE. I desire to have it printed in the record.
Senator KING. That is what I was asking.

'Senator LA FOLLETTE. Yes, certainly.
Senator BYRD. I presumed that they would be printed in the record.
Mr. RUSSELL. 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.
Senator KING. Just give them to the secretary; leave them on the

chairman's desk.
(The data supplied by Mr. Russell is as'follows:)
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Partial list of corporations, showing a tax reduction, under House bill 1 395, placed in the Senate Finance Committee record by Senator Byrd
and which are a part of afiiated groups

Name of separate ororation

Goodyear Investment C or p o ton ----.------
International Harvester Corporation of America, --------- ....
National Analine & Chemical Co.. Inc ..........................
Allied Chemical & Dye Corporation .
Semet Solvy Co o---------------......

Total--------_-----------------------------
Standard Oil Co. of Brazil ................................Hope Natural Gas Co ---------..........- .....................
Lago Petroleum Coro!!t!on .....................................
Ct Oro.....

on corn-

2

Affliated

ber)

Separate corporation Afliated group

Tax pad, I Approxi- 'Tax paid, I Approui-ac t tx M94 act mate tax,
196S a 14 1936 act

Parent company-

I I I *I I.

$283.333
174.644
259,146
226,238
22L 459

$3f0,371
4.823,188

Z,442,721

$774,344
1% 903, 510

S.397.204

---- ------ --- tM83LZ 7__
167,298
163,525

1,131,375
207,888 I ---------4.99,294 29,241,180

- -----.............................................- ---- - -- -U, 4 L 2 4L __ I__ 0

Standard Oil Co. of New York, Inc ----------.---------------------
Magnolia Petroleum CO ............................................
Magnolia Pipe Line Co ............................................
General Pipe Line Co. of California ........................... i

Total -------- -------- --------- -----
Wisconsin Telephone Co -............................ -- -
American Telephone& TelegraphCo ....................
Tbe Bell Telephone Co.-of Pennsylvn.....
New York Telephone Co ............................
Southwestern Bell Telephone Co --------------------- -....
New Jersey Bell Telephone Co ................................
Chesapeake & Potomac Telephone Co - ...------------ -------

Total- -------------------------------------------
Air Reduction Co., Inc .............................................
United Fruit Co ------------------------ ---------------
Standard Oil Co. of California. -------- ..---------------

I ........ I-,-... ---I

601,249
368,334
9,829
142,907

2,098,81 I -----
18 iS 1M, 215
20 15 3,1,8
21 15 1,213,9(68
22 15 4,547.600
23 15 1 96,384
25 15 =03014

247 15 142,587

-------- ------ - 91 .8 28

511 18
116 I 17
_ 5 I i

.. ..;. 2,9,704

2,898704

106,94 W 14.36& 303
394.970.

1.03 W237.52I-- .....
569.000

1,412,736
706.611

4.309,816

4.309,816

5, 482 ,76
444.730

1,159,380
189,239

Goodyer Tire & Rubber Co.
Intenfonal Harvester Co.

Allhed-ChemIcal & Dye Corporation.

Standard Oil Co., New Jersey.

Socony-Vacuum Oil Co., Inc;-

American Telephone & Telegraph Co.

Air Reduction Co., Inc.
United Frmt-Co -.
Standard Oil Co. of California.



Partial list of corporations, showing a tax reduction under House bill 12395, placed in the Senate Finance Committee record by Senator Byrd
and which are a part of affiliated groups-Continued

Separate corporation Affiliated group
Number Affiliated
a s e rcom- group Parent companyName of separate corporation mittee, (num- Tax paid, Approxi- Tax paid Approxi-schedule 1934 act mate tax, 1934 act mate tax,2 1936 act 1936 act

The Great Atlantic & Pacific Tea Co. (New Tersey) ---------------- 69 19 $1,303,662 $2,544,144 $,756, The Great Atlantic & Pacific Tea Co.

The Great Atlantic & Pacific Tea Co. of America ..---------------- 175 19 204.578 .--------2 of America.

TctaL --------------------------------------- ------ ------- I,08,240 --------- 2,544,144 1,736,323
Grand total -------------------------------------------------- -[7 ---- 17,584.086 $106,943 34,891,072 57,58,502

Furiher partial list of corporations showing a tax reduction under House bil 12395, placed in the Senate Finance Committee record as
schedule 2, and which are part of afflicted groups -e

Separate corporation Afflaiated groupNumber Affliated _____

on corn-
Name of separate corporation mitte, Apprrou pp Parent company

schedule (prn-Tax pApprox-bcle e r T a= Wa d, ma te ax . 19N4 at ' 'ate t u - 1
2 1e) a ct 1936 act 1936 act W

Eastman Kodak Co. of New York ..---- Co------------------------- 21 1 $2,1313 $903.318 $2,50K 22, $ 3, UM Esnan Kodak Co.

United States Smelting, Refining &Mining Co----------- 87 3 880,60 129.299 987,304 397,417 United States eth&Rfng&Mi~ingMi Co.
Standard Pipe n Co ----------------------------------------- 18 W 1,419.103 742,816 t1,51,797 so,991 StandaOil Co. (Mian).

Maxwell House Products Co., Inc.. --------------------------- 5 8 209,619 16, 171
The Jello Co Inc------------------------------------ 6 8 1486488 16,951 Z0 3 1,90,38 General Foods Corporation.Ec ---- ~------------------------------------- 7 8 3,2 2 71 1
Posture Co., 5Sc .......................... 7 8 ,3,025 267,1- M ,E7, 1,-, eea FosCrot

General Foods Sales Co., Inc -------------------------------------- 2,=7 78,308

Total ----------------------------------------------------- -,24Z, 708 ,1 2,087,582 1,90,538
The Illinois Pipe Line Co -------------- ------------------ 19 24, 433 32,693 273,143 ,693 The Ohio Oil Co.
The Firestone Tire & Rubber C ---------------------------------- 134 12 539, 229 41,097 540.433 41,968 The Firestone Tire & Rubber Co.

orn totL .----------------- . ------------ 7,34. Z..3757N 7 S .4.. .016,789



Corporation income-tax returns for 1934 for a group of concerns which were included in a consolidated income-tax return for.- 19$3, showing
statiutoryi net income, dividends re~ceive, adjusted statutory net income, .dividen4s paid, -percentage of -dividends -pa.d. to -adjuetei stautoryn,1 income, tax paid, and approximate amount of tax payable under the revenue biti of 1936

PARENT COMPANY-EASTMAN KODAK CO.

Num-
beron
sched
ule2

PereenageofApproximateJ
dividens Aamount of Percent of t

Statutory Dividends Adjusted Dividends paid to ad- Percent of tanet income received statutory pi utdsau TA A = eProe, r(+net income paid ousted statu- under reve- ' or decrease-

income1936

$238,800
15.803,194

4.503
55,014

$14. 12, 9141,15,560

* Name of corporation

OROUP A-

Eastman Kodak Co ..................
Eastman Kodak Co. of New York---
Crystal Gelatine Cc ------------------
Eastman Gelatine Corporation -------
Eastman Kodak Store, Inc., Massa-

chusetts ----------------------------
Eastman Kodak Stores, Inc., Ohio...

eastman Kodak Stores, Inc-, New. York ..............................
Eastman Kodak Stores, InM, Texas..
Eastman Kodak Stores, Inc., Michi-

gan.................
Eastman Kodak tos, Inc., Cali-

formi ------------------------------
Eatman Kodak Stores, Inc., Minne-

sota ...............................
Eastman Kodak Stores, Inc., New

Jersey --- --- --- --- ---
Eastman Kodak Stores, Inc., New

Y ork -------------------------- : ----
Eastman Kodak Stores, Inc., Penn-

sylvania ...........................
Eastman Kodak Stores,,Inc,MIssourL
Eastman Kodak Stores, Inc., Wash-
ington...................------

Eastman Teaching Films, Inc --------
Enrprm corporation -.............
Kodak Argentina, Ltd ---------------
Kodak Brasleira. Ltd ..........
Kodak Chilena, Ltd.--------
Kodak Cubans, Ltd. -
Kodak Rawaii, Ltd .......

$14,365,714
17,043,744

4.503
55,014

$10,499.086
14000,006.

73.05
82.1

34 284 41,340 I 10.S3,890 ........4 ...........

37,998

2,934

35,008 96

11,227 .............. _ ...........

7,060 ............................11,227 .......................
7 1,060 .......................

35498 ------ ------- - -----
1 11,082,,,,,,,,,,,,,,,,,,,,,,----

19,199
'127,278

345,98l
6,042

29,788
6.051

1L800
14,059

--------------
--------------

71%657

--------------
--------------
--------------

------ --- ---

--------------

20934

--------------

------------

$3Z8U3

619

4.714
810

5,057

'408

4,205

1,544

971

5,906

3,100

47,57
1,263
4.096

832
2,136

$1,192,354
903,318

1.337
23,381

1,749

3
9,404

871

7,519

3,929

Z,097

1Z 424

6,720

1,794
10,426
1797
4.130
4,921

"" 8.3

29.7
42.5

29.7
-9

35

35

29.7

85

35

35
:29.735
35

-58. 7
+116
+209'

-100
+116.

+=1

+154.5

+116

+117

+42
+154.5
+116
+154.6
+U& .;..

34.284,,,,,,,,,,---
5,890 --------------

36,998 ............28,868...........

2,934 --------------
30,585,,,,,,,,,,,...

21,484...........

11,227 .............

7,060 ..............

3, 498 ............
t111,082 -------------

19,199 .............
1127,278 .............
345. 9M1 ------------

6,042 ------------
29,788 .............
6,051 .............

11,800 .............14.05............

hose.



Corration income-tax returns for 1934 for a group of concerns ohich were included in a consolidated income-taz return for 1933, showing
statutory net income, dividends received, adjusted statutory net income, dividends paid, percentage of dividends paid to adjusted statutory
net income, tax paid, and approxmate amount of tax payable under the revenue bS of 1936-Continued

PARENT COMPANY-EASTMAN KODAK CO.-Contlnued

Peretgof Approximate
Num- d1d1dsn amount of Percent Of tax Perent Of tax
ber on Nmoforoaon Statuor Dividends Austeor Dividends us, p rai- d toad. Tax paid inceas pWal ,,,, (-
sebed- Name of corporation n rpaid Juss tator- une e- or decrease

ule 2 story net nue bill of (--)
income 1938

Kodak Japan, Ltd............ ---
Kodak Peana.Ltd.--.--

Kodak Philippines, Ltd- -
Pown Corporation -----------Recordak Corporation... ..
Recordak Service, Ine ..............
Taprell Loomis & Co .-............
Tennesse Eastman Corporation----.

TotaL .- -----

113,756
51,442
4,518

43,782
1,790
1,955

11.115
109,394

8,440

113,756
5L442
4,618

43,782
1,790
L955

11, 115
109,394
985,440

413,100 377.63

1M022Z81 15,277,474 33299,555 -25-708, I -

. PARENT COMPANY-U.

GnoUV A-3

U. S.Smelting, Refnng & MiningCo.
Blackwell Corporation---------
Eagle & Blue Bell Mining Co ......
King Cal Co-------------
Montana Bingham Consolidated

Mining Co -------------....------Moonlight Water Co ..........-..
Price servoir & Irrigation Co .....Sanpete Valley Coal Co ..........
United States Fuel Sales Agency ..
U. S. S. Lead Refinery, The....
Western Fuel Co --------------------
White Knob Mining Co--..-.......
Utah Railway Co..

$6,404,075
1 31

14,05=
150

13,202
125
12

46,254s16,995
121

1248,9W6

$6.8.

17,580
8,645

621
7,29

246
269
.=

15.042
13498

Z,504,221

48,346
21,863

1,342
18607

532

1 %890

2,713,182j

4a 5
29.7
42.5I 29.7

9_22. 735-

8.1s

S. SMELTING, REFINING & MINING CO.

$6,4K4,94
131

14,052
150

31Z,248
12,202

125
12

16,300
45,254115 ,995

121
1 248,90

+175

+116

100

+8.34
a.'

$K,0A,131 92.82 s8m0,m $12,299 2 -85, 3
---- .. .. .- . .. .------ -- - ... .- --.. .-- --- -. .------ .. . . .. . .

--- .. - .---- ---- - - . .. .. -- - - - ... --- .. . .. . --... . -- -- ------- - -
--------------~~ ~ ~ ~ .... --- -- --- ---- -- -- -- - -- - - --- - - -- - - --

I- I



mm Consolidated Gold Fields..
U. S. FueCo .
Fairbanks Exploration Co....

Total.....r

24
3M = ---- 1- -

= Z 8 484

-- - -- ------
6,567,838

34717 "7, O06 42.5 +M.08

4&Mj 141,57- 4 6 +2

6 1 1 -58.91

PARENT COMPANY-GOODYEAR TIRE & RUBBER CO.

GOUoP A-4

Goodyear Tire & Rubber Co .......
Goodyear Clearwater Mills. ..........
Goodyear Decatur Mills ..........
Goodyear Fabric Corporation-.....
Goodyear Investment Corporation...
The Goodyear Rubber Plantations

Goodyear Serrice, Inc ------------..
Goodyear ire & Rubber Co. of

The G odyear Tire & Rubber Co.,

GoodyeerTire& RubberCo.of South
Americgs -------------------

The Goodyear Tim & Rubber Export
Co. ...Ld ..................The odyear Tire & Rubber Exor
tCo-L oMiddlebury Land Co .............Southwest Cotton Co.......

The Wheeling Township Coal Mining
Co.------------------------

The Goodyear Tire & Rubber Co.
Inc. (Delaware) ...................

Total ................. ....

1*22,407
43,452
5,809

10,543
2,060,605

123,362
1331,378

3 ,093

142,2 5

4,938

119,445

357126
9,269

172,465

3,488
'531,453

40,000

1,389,72I 7,02Z 745

$5,291,878
452

518065

1331,378

4,936

119.405

17Z465

3, 488

'531,453

$4,5A8 9W6
10D, ODD

115,000
6,0a.000

M........0

......... °°.-°

.......... ---.

--.-- .....----

72.23
230.14

1,OM.77
25& 13

3,849 ° ....

------------

-.----------

8,412317 1145 ,9 ..............

$5,975
799

1480
284=33

$547,915

1.725

8.7

29.69 -100+115. 89
-100
-100

----------- 2-- 1-, 31---5 42.5 -.4,0. 4 M 1

16,424

49.12M
1, 274

848-----

360,37

50764

2,753

110385

774.344

M 7

29-- ---- -

+2D9.08

+2Do. 09

+a987
---- ---- ---

+114.87

I

4-,'t

6%,873 6, 618,711 k, 000,1 M 967, 304 397, 417

------------

PARENT COMPANY--GOODYEAR 
TIRE & RUBBER (30.

I



Corporation income-tax returns for 1934 for a group of concerns which were included in a consolidated income-tax return for 1983, showing
statutory net income, dividends received, adjusted statutory net income, dividends paid, percentage of dividends paid to ad juste statutory
net income, tax paid, and approximate amount of tax payable under the revenue bill of 1936-Continued

PARENT COMPANY-INTERNATIONAL HARVESTER CO.

Percentageof Approximate
Num- Adjusted dividends amount of Percent of tax
bee on Statutory Dividends Dividends paid to ad- tax payable Percent of taxscho- Name of corporation net income received stLatutory pi utdsau Tax paid unerv proposed, orncrease-
ule 2 net income paid ousted a- Tnpir rev- pr derestory net nue bill of 1936 ac)

Income 1936

Gaoup A-5
International Harvester Co --------- $31.036,214 $3,192,544 $34428, 758 $8,284,040 24.14 $4,267,479 $10,43 771 20.5 144.63
Chicago W st Pulman & Southern

R. Co-------------------------- 79,343 -------------- 7%,343 260,000 327.69 10,910 ------------------------ ---- 100
Illinois Nortbern Ry----------------- 42,485--------------- 4Z 485 180,000 423.68 5,842 --------- 100
Jackson International Co., Inc ,-9-0 960 --------------- 960 --------- -------------- 582 29.- --- S. 55
Macleod &Co ----------------------- 9,673 -------------- 96,673 500,000 517.21 13,292 --------
Wisconsin Lumber Co .....-------------- 9,041 --------------- 29,041 --------------------------- 4,195 10, 18 35 +342.28
Wisconsin Steel Co ------------------- '11,109 -------------- 11, 109 750, 000 -------------- ................-------------------- - - ---------- - --

60 International Harvester Co. of Amer-
Ica. --- 1,270.136 --------------- 1.270,136 L 500, 000 11& 1 174,644 --------------------------- -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 -------------- 137,115 ---------------------------- 15 - S, 274 42.5 -+=209.
Total --------------------------- A, 10 ,609 39, 19,544 36, $3, 53 11,454,040..............(823,88 10,903,510 29.63 +13& 84

PARENT COMPANY-STANDARD OIL CO. (INDIANA), CHICAGO, ILL.

OxouP A-8
Standard Oa Co. (Indiag) a ......
Mexican Petroleum Corporation of

Loiisiana, Inc .....................
The Midwest Commissary Co .
Pan American Petroleum Corporation
Pan American Southern Ccrporation-
Standard Oil & Gas Co ............
Snolind 'rude-Oil-Purchasing Co..
Superla Labomtorie Inc ........
Stanolind Pipe Line Co --------------

TotaL .............. ..... ..

167,369

19,184
S1,271,525

121,589
1718,385

148,747
4,033

10,611,656

$12,326,239

245, 149
14,950

7, 11,362 12,58, -

$10,9M. O11

167,369
19.184

11, 27L 525-
223.0

1703,435
148.-747

4,033
10. 611, OM
2D, 198200

$437,229

10,000

8,144,476

1 75 1...........

52.13

6.112.50

78.75
37,o, 127 ...........

. 3 3 3 .1---~4

$28,048
,138

1.459,103
1,510,797

$71,132
2,628

- 63,217
1. 198

742,816

480,991

42.5
13.7

4215
29.7
7

+1536

209.08I- .
183

4.8 -(1. 6@



PARENT COMPANY-ALLIED CHEMICAL & DYE CORPORATION

Gnoup A-7

Allied Chemical & Dye Corporation
Ashland By-Products Coke Co., Inc...
Atmospheric Nitrom Cor "Onrao--
The Barrett Building Co.,In
The Barrett Co. (New Jersey) ......
The Barrett Co. of Texas ..........
The Barrett Co. of West Virginia .-
Dery Connecting Railroad Co
General Chemical Co------------
National Aniline & Chemical Co., Inc.
National AnUne & Chemical Co.,

United States of America ------------
The Solmy Process Co.. -
Semet-Solrsy Engineering Corpora-

tion -------- -------
Soiray Sales Corporaton -------------
The Tuly Pipe Line Co ... 
The fronton By-Products Coke Co.,
Inc Tot.................

TbtAL; ----- -- ----- -- -- --

$1,645,385105, 458
591,247
149,770

17,6K81

3,7M,01.SK.701

$4 = 747
--------------
--------------

--------------
--------------
-------------
--------------
--------------

487,9N ----------
5,8 0782 1 ,932

114,314------
36.......

2,81%,614...........

18,592 ------ --

17,75525 1,283,679

$2, 927,112
395458
591,2C7
149,770

1, 20,22
17,681

3,762,360
1,884701

667,959 ..............
5,8 ,714 1.-.-.-- . .... .....

&2
114,314

36
1,610,814

5, 3374

1,0oft 000

3,300,000

2,100,000

3648

100.03
87.71

11L42

2~o, o00 1 24.17

MS.92 I------- a4..---------
19,048931

PARENT COMPANY--GENEkAL F00DS CORPORATION

Gnoup A-8
General Foods Corporation- ...

62 General Foods Sales Co., Ind .
General Foods Co (New

Jersey) -----------------------------
Birdseye Packing Co., Inc ...........
The Connecticut Oyster Farms Co_..
General Seafoods Corportiun (Mas-

sachusetts--------------
Sr I Lamp Corporation .......
Minute Tapioca Co., Inc -..........
-Franklin Baker Co .................-.+Calumet Baking Powder Co_._...
The Log Cabin Products Co....

5 Maxwell House Products Co., Inc....
La France Manufacturing Co.:....

*1IR,

$1,474,004 $12243,637
,062,385 ..............

13,239 .............
129,482 ............
121,933...........--

13,038
546,425

1, 2, 361
170,837
172.738

2,524,501
4A038=

473

--- -- --- --

$226,238
14.501

.81,297
20,593

%,431
4,929

13,48
517,325
259,145

91,844
%%5857

.73
15,718

5
22,439

2,556

$44 82D
251,280
83,e52
0,001
6,188

12,548

12,920

2,491,653

158

11

6,507

42.5
42.5
42.5
5

3535

3- 4

42.5
42.5

50.5

35

+209.08
+209.09
+209.10-eM64

+15C.55
+154.57
-100
-75.27

-100

+209.09
+209.19

+11 44
+20.09
+W

+1-----

24,203.374 -------------- ,442,721 +39.07 fr

$12,717.641
2,062,385

13,239
129,482
122,='3

13,8
546,425'

1,048,718

12738
1,524,501

490)30.~

$9,452,814
1,800,000

10,000 -------------

52o, 000
397,470

282, 210
1,000,000

*43, 8W

74.33
87.28

------:-:---
96.11
37.9V33

163.37
65.6

$226490
283,578

75,133

23,751
209,61907,42

$1,017,411.
76, 308

7,650
246,449

19,'817

166,171
12,750

S
3.7

L4
23.5'

10.9
2.8

+349.21
-73.09

-89.82

-100
-2U.73
-81.09

PARENT COMPANY--ALLIED CHEMICAL & DYE CORPORATION

PARET COPAN--GEERA 
FOOS CRPORTIO

17 83
17.



II

Corporation ineome-ta returns for 1984 for a group of concerns which were included in a consolidated Inezofte-tax return for 1938, showing
stautory net income, dividends received, adjusted 8tautory net income, dividends paid, percentage of divdendS paid to adjusted statutory
net income, taz patd, and approxi*zate amount of tax payable under the revenue &lU of 4938-Continued

Percentof Approximate
Num- dividends amou Of Pereto itaxbe nSauoy Dvdns Adjusted Diied ~t~d8Percent of tax me(+
sbe&o Name Of corporate o icm e Statutory Diidnsaiieds d "W Tax paid = =', proposed, et asched- net income received statutoy Tapid oed

ule2 net Income p tory net nue bill of 1936 act (_r
income 1(

OGaor A-B-Continued

Theeilo Co.,Ino---------------$1,210,808 - - $1,210,808 $1,150,000 94.98 $166,486 $16,951 L4 -89.8Ind Flor Co.,Inc .............. 5,077 $50,000 55,077 50,000 90.78698 1,432 2. +105.18
7 Postum Co., Inc.. ....... 4,240,180 ------------ 4, 10 3,350,000 79.01 3,025 26,131 8.3 -54.18

Franklin Baker Shippng Co..1,025-------------- 1,025 4,000 390.24 141 --------------------- --- 100
Diamond Crystal 8St Co ..------ 45.947 45,947 140,000 304.7 6,318 -100
Dunlop Mlling Co., Inc .......... 98,804 98,804 50,000 50.6 14,151 1A,797 17 +18.7.
Calumet Chemical Co ........... o.... 34,951 - 34,951 12 500 35. 78 4,806 7,235 20.7 +0. 54
Baker-Bennett-Day, Inc ... , 1, 604 15, 604 - 2 146 4, 634 2L 7 +U1&.94
Igleheart Bros., Inc ............. 78L 520 210,200 991.720 910.200 91.78 107,459 22,810 2.3 -78.77
Atlantic Geletin Co., Inc ------------- 149,301 --------- 149,301 145,000 97.12 20,529 1,344 .9 -- M45
Bluepoints Co., rnc ---------------- 102,178 ------------- 102,178 ------------------------ 17,752 43,426 42.5 +14.63
Walter Baker & Co., Inc ------------ 23,803 -------------- 263,8 500,000 189.54 36,273 -------------- ----- -I0
The South Norwalk Oyster Farms Co. 356 356 49 . 106 29.8 I0,
Vitapack corporation ---------------- -34,86 ------------- 5 2.5 Z5 ------------- -------------- 0 2.8 1M2S--------o- ...............- 14,945- -- - -- 14,945 24.357 162.98 2-055----- --------------Richard Helbmann, no .....----------- 78 72,500 72,.424 100, 000 138. 08 .............................
Fr Foods Co., Inc. ----------- 1,303,301 ---- 1,303,301 -------------------------. --- ---------
Frosted Foods Sales Corporation-... 145 ----- 455,58"-----------------
General Development Laboratories,

Inc -------------------------------- 648 . -------------- It888------- .......... ....- ------ -..-......-- . .. - ------
Rhode island Oyster Farms Co -------- 93,685 ------- L93, 68,5 - -------------------- - - ------------ --- .....-----
Long Island Oyster Farms. Inc ------- 757- ----------- -- 13,757 ---.---------------------
Oakland Realty Co - .---------------- 13,P7 1 -......... 3,337 ............--- ------

Total- 1-------------------12,907,032 11,617,667 24 SK 799 20,954,704 -.......------- Z. 087,582 1,950,83 7.95 -L77



GROUP A-13

Standard Oil Co. of New Jersey ....
Standard Oil Co., of New Jersey, sub-

sidiaries ...........................
Esso, Inc. ...............
M/sslssp River Engineer's Co....Stance Distributors, Inc
Union Atlantic Co .................
] L IProduCing Corporation ----

Stanco, Inc .................The.Peops Natural Gas Co....
The Caloric Co ......................

185 OklahomaPipe Line Co ...........
Tuscarora Oil CO., Ltd ............
Penola, Inc- ; -....................
The Columbia Natural Gas Co-.---

$11, 40, 919

'9, 741,189
11,625
I1,399

125.034
125.294

1195, 232
143,827
37,465
94,355

824,602
238K 581

613, S9
263,905
228,292

$50,957,528

5,752,316

Z,250

427.578
225.003

.......... °...

$8 3,3, 445

3, 988.873
11,625
1L139915,034

'2,2941 192,982
143,827
465,043
319,358
824,602

2,3K4,581
613,98
263.905
M292

$31,940,882

564.,000

1,800.000
450,000

51. 22

1,163.27

176.8

7.48
73.3

$1,5 7,826

---:-------

19,776
5.151

1Z,974
113.383
327.880
84,411
31.287

$10,60098
-------------

197,643

30458
183,613

112.160
97,024

17

41.5
7.7

42.5425

+57624

-Wo

-100
+209.09-4M

-3k64
+209
+209.09

PARENT COMPANY-THE OHIO OIL CO.

Group A-9

The Ohio Oil Co --------------- $1,191,339 $1,893,274 $701,935 $8,294,728 896.77----------------------- --------------
184 The llinois Pipe Line Co ----------- 1,,923,148-------------1,921,148 1,800,000 93.6 $264,333 32,69 1.7 -87.3

Marathon Oil Co. (Delaware) ----- I 484, 670 ------------- 44, 670--------------------------------------- --------
The Rocky Mountain Gas Co -------- 1141,386 ------------- 141,386 -- -------------- ---- -------
Marathon Oil Co. (West Virglia)... 1888,8 ------------- 888,853 -- - -- --- ---------
Lincoln Off Rening Co ....---------- '1,343.146 63 11,343.083--------- ------------------------------------------------
BllnGss Co ..-.---- ------------ '8,2-------------- 58,%6---------- ----------- - ------------------- ----

Total. --------------------- '2,164, 774 1.891,337 '271, 437 8,094.728 -------------- 264,333 32,693--------------- -S7.63

PARENT COMPANY-THE FIRESTONE TIRE & RUBBER CO.

Gnour A-12

134 TheFirestoneTlm&RubberCo, ----- $3,688,147 $69,921 $3,736,068 U57,192 95.61 $59,229 $41,097 1.1 . .. 37 9
Firestone Service Stores Inc. (Wash- .
incton, D. C.) --------------------- 1,701 -------------- 1,701 ------------ ------- 234 5W 29.69 +Ili &I

Wades Inc. (formerly Firestone Serv-
fee Stores Inc. of Uniontown) ------ 232 . .--------------- 1,= -----.------ - ------------ 1691 366 29.71 +116.S7

Total .----- ------- -. ------ 3,889.0 6,91 3 01 3,572 192 ..............- 3 41, 9 1.12 -9122

PARENT COMPANY-STANDARD OIL CO. (NEW JERSEY)
r r 1



Corpofation income-tax returns for 1934 for a group of concerns which were induded in a consolidated income-taz return for 1933, showingstutory net, income, dividends received,-adjusted .Ttatutory net income, dividend- -paid, percentage of dividends paid to adjusted statvrnet income, tax paid, and approximate amount of toot. payable under the revenue bill of 1936-Continued
PARANT COMPANY-STANDARD OIL CO. (NEW JERSEY)

Name of corporation

GROI A-13-Continued
Hope Ntaral Gas Co..........
Standard Shipping Co .............
Lago Petroleum Corporation .......
Standard Oil Co. of Brazil ----------
Huastecs Petroleum Co --------------
The Carter Oil Co --------------------
Tuxpan Petroleum Co ----------------
Pan American Foreign Corporation.. -
Mexican Petroleum Co--------------
Standard Oi Development Co .....
Mexican Petroleum Co., Ltd., of

Delaware .........................
Standard Pipe Line Co., Inc .......Hope Constrction & Refining Co ....
Daggett & Ramsdell .................
Standard Oil Co. of Pennsylvania_..
The East Ohio Gas Co ..............
Gilbert & Barber Manufacturing Co..
Standard Oil Co. of Louisiana --------
Domestic Coke Corporation ..........
The River Gas Co ............
HydroEnglneering& Chemical Co.
The Interstate Cooperage Co .......
Butterworth System. Inc. ..........
Pan American Oil Expot Corposa
tion....................-------

Hope Producing Co ......---- .....---
The Ohio Producing & Retning Co..
Brave Water Co ....................
Carter Oil Co. of Delaware ...........
Southern Radio Corporation .......

Total..............

Statutorynet income

$1, 189,276
2,804,725
8,228,181
1,216,716

603,759
1, 511,915

229,555
1,15 567
'339,083
148,637

'37,8U5
2,820.307

126261
1 145,861
3 950,687

11,468,475
'89905

15,886,726
54,728
Z 042

75,75
71, 3474 8,873

45.127
60,626

1 10,474
k 313

11,591
1 33,745

Dividends
received

$12,690
--------------

12 3r., 009

S24,34, 8=2

------- '------
--.............
..............

-- ,oo-,--o----------------::

AdJuSted
statutorynet income

$1,201,966
2,804,725
8,228,181
1,216,716
2. 603,759
1,511,915

229,555
13,555,636

'39,083
'48, 614

24,284,987
2,820,307

'26,261
'145,861
'950,687

'1.,48.475
1697, 95

'3,886,726
54,728
2,042

75,375
71,347
48,873

45,127
60,626

'10,474
'313

'1.591
1 33,745

Dividends
paid

$2,706,930

10,000,000
6,453,053
4,404,180
3,500,000
2,000, 000

23. 019, 479
12,500

2.000,000

3,550,000

25,.00o

372,154

Num-
heron
sched-
ule 2

Percentage of
dividends
paid to ad-

Justed statu-
tory net
income

227

121.53
530,37
169.15
231.49
871.25

70.91

::::::::::::':

82.68

::::::::::::::i
.-- --- - -

Approximate
amount of

tax payable
under reve-
nue bill of

1938

Tax paid

$163,525
385,650

1,131,375
167,298
83,017

207, 888
31,564

159, 30

387,792

7,525
281

14.127
9, 810
6.72o

.... ....05- -

8,338-----

Percent of tax
po-
1958act

42.5
------------

9

29....88 ---

42.5
42.5

17

Percent Of tax
increms W+
or decrease

(-)

-100
+209.09

100
-100
-100
-100

+3AM 846

-34.5S

+115.65
+1267
+200.09

+23.&3

-100
+209.09

--------------:

25.52J +488.44I . , I I I

10,173,393 9~, 097,277 114,572,872
94,561,280 ------------ 4, M.,294 29,241, 180

5,781,145

10,321,119
253828

----- 259__
606------

32,084----
30.332----

308

25,768

125.52 1 1+48& 44

1 -1 1 -1

-1 1- L.--...., I I . I I] ....I

-------------- --------------
$1,192,008 42.45

------- ------ --------
------- : ------ --------------

16,475,595 1 98,097,277l14,Sr& 8r2



PARENT COMPANY-SOCONY-VAC'UM OIL CO., INC. (FORMERLY SOCONY VACUUM CORPORATION)

GROUP A-14

Socony-Vseeum Oil Co., Inc .----
HiSri Floyd. Inc.........

Franklin Railway Oil Corporation..
General Petroleum Corporation of

California................
General Pipe Line Co. of California.. -
General Terminal Co ...............
Magnolia Petroleum Co ------------
Magnolia Pipe Line Co .........
SoelBronC.. ....
Socony Paint Products Co.
Standard Oil Co. of New York. Inc.. -
.tandardVacum T transportation Co.
Continental Mexican Petroleum Co..
BowlihgGfeen SafeDepoalt Co-....
Corsicana Brick Co. ............ _.
Lotos Oil& Distributing Corporation.
Lubrite Refining Corporation ......
Perfect Oil Corporatfon .............
Vaeuum-Investing Corporation .....
Vacuum Oil Co., Inc ......... .......
Wedbams Oil Co ....................
White EaJe Oil Corporation .......
Whitt-Eagle Refining Co ..........
White Star RefAing Co ............

Total .........-...............

$9, 253,474 $39,134, 93
3=409 .............
41, 052 .............

22,485,277
1,039,320

27,532
2,67, 792
7.169.8W7

66,697

4,372,717
M501
26.069
12,867

188
1 2,43

1 952 691112,130
11,1023,362,80

1 206, 151
213, 737

2 247, 928
1,050,220

7,665,015

1,808,462

-- 7,3 26,K6538

655,351

166, 523

341"

45, 000"

51,.497,566

$29,881,219
3 409
41.052

Mo7. 815
1,039,320

27,5=
10,00 450
7, 169.667

6W,697
256,688

26,069
2 2,867

88
125,043

1 952,691112,13)
1, 421

5,721,341
A205, 810
1 213,737
1247, 9W

1. 0,220

59, 162,581

$18, 659, 922
000Mo

16,800.C0
7,2 00

2150,000
6, 9,000
5,000, 000

5100, 000

62.45
141.94
160. 36

144.33

167.91
101. 47
W.~ 33

508 39

..............

96.13
.I-- -- - -

6Z,741,752 .............

$4 4565,645

14%.907
3,785

3W 334gam
9.171

35,294
601,249
13. 231

12

46Z,385

144,.405

2, 898, 704

PARENT COMPANY-AMERICAN TELEPHONE AND TELEGRAPH CO.

$3,705,271 124

9,63------

2-6--- - -

66.0=
6-- -- --- -5

--- ---7 8---4

35

29.55

42.5

LI

42.5

4.309,816 1

Gaom' A-15

American Telephone & Telegraph Co.
Alpine Western Electric Co .......
Cayuga Southern Telephone Co ------
The Crown Point Telephon Co ....
Dinwiddie TelephoneCo Co..........
The Emporia Telephone Co ..........
Er le Picture Consultants, Inc -------
F = Telephone Co ------------
Hess Electric Protective Corporation.
Holmes Electric Protective Co. of

Philadelphia .....................
Manufacturer Juncton Ry. Co ----

2 Loss.

$2, 559,549
35,673
19,975

5,468
13, 475

3,601
1 70,634
1 4,591
25,241

37,503

$114,263,611
--------------

--------------
--------------
--------------
--------------

5,873
--------------

--------------
--------------

$116,823.160
35,673
2 9,975

5,468
1 3,475

3,601
1 70,634

1,282
25,241

37, 50
134,611

$167, 960,475
30,000

5,250

6,272
35,006

....... ------

143.77
84.1--.-----------
96.01

174.17

142 65

$351,938

4,905

752

495

3,471

12, 00 33.33 1 5,157
-- -- - I.. . --- -- --- -- ... .. --.. .. ...--

-Z100

-100

-100

-100
-100
-100
-100

+. 6.87

-8.9
----- ---

+=O

t4i

14-

;2I:

$1,177

22

381

8 251

------ - --
3

.4

29.72
--------------

-100
-76

-- 1.....00--100

-- -------

I I 1 - 1

PARENT COMPANY--AMERICAN TELEPHONE AND TELEGRAPH CO.

+4&.68



Corpraiion income-tax returns for 1984 for a group of concerns which were included in a consolidated income-tax return for 19$8, show ng =statutory net income, dividends received, adjusted statutory net income, di idends paid, percentage of di paid to adjusted statuory¢
net income, tax paid, and approximate amount of tax payable under the revenue bill of 1986-Continued

PARENT COMPANY-AMERICAN TELEPHONE AND TELEGRAPH CO.-Continued

Percetaof Approximuatedi 10amount Of Pecn ftxPereoa Of taxNum- Statutory Dividends Adjusted Dividends paid to ad- Tax paidb e ve- t o r
sched- Name of corporation net income rceivd statutory enao recove paid Justed statu- Tapiact rassunder- note Pirdt or dereas
ule 2t e nue bill ofincome1936

GRoup A-1&-Continued
Nessau Smelthcg & Refining Co., Inc.. 1$89,944 -------------- $89,944 ------------- _------------------- ---------------The Paola Telephone Co ..- - 2, 821 --------------- 12,821 -------------- ..............................
Petersburg Telephone Co ..........- 61,236 --------------- 61,236 $35,244 57.55 $8,420 $8,512 13.9 .. +1.0g
Rio Grande Valley Telephone Co .... 4,066 -------------- 4,066 5---------------------------- 559 1,208 29.71 +116.1
The abetha Telepho Co 15---------- 11,657 - :657 -------------- -------------- -------------- ------------ - ---------" -..I--------------
396 Hudson Street Corporation ------- 49,589 ------------ 49. 589 42. 000 84.7 6.818 2,132 4. 3 -- 6.73
Weeo Realty Corporation ------------ 110,29 ------------- 110,269 --------- ---------------------------- ------------------------
Western Electric Co., Inc, of Argen-

tins ----------.---.-.- .......-------- 127033 --7, ------ 127,033 ....................................................... : -- . . .. ..--------- --------------
Western Electric Co. of Asia...... 57,854 ------------ 57,854 40,000 69.14 7,955 5,670 9.8 -28.72
Western Electric Co. of BraziL .... I12,878 --------------- ' 12,678 -------------... .. . .... .... ..---------------------- --.--------------- ------ _
Western Electric Co. of Chile --------- 69,610 -------------- 169,610------------------------------------------ -------- - ------
Western Electric Co., Inc. of Cuba.-- 32, 021 -------------- 32, 021---------------------------- 4,403 11,207 35
Western Electric Co. of Italy----- 3,238----------------- 3,238---------------- -------------- 445 981 29.7 +115
Western Electric Co. of Mexico -1, 358- - - - -.......... 17,386 ------------- -------------- -2.386 6,075 35 +15- 1 '6
Western Electric Co. of Rumania. -- 6,198----- ft.1........8,198 -------------- 7,161--------- 3------------- - -
Western Electric Co of Spain 20,460 --------------- 20,460 ......................... 813 7,161 3
The Peoples Telephone Co ----------- 110,350 -------------- 110,350 - - _ --
Renville Rural Telephone Co -------- 1477 -.-------------- 1477 ------------- --------------------- -...................................
Dakota Central Telephone Co.... .14, 197 $100 4. 097 25,730 ----------------------- -------------------------
Bell Telephone Laboratories, Inc --- 38, 481 -------------- - 3, 481 ---------------------------- 5,291 13,468 35 +154.54

18 Wisconsin Telephone Co ------------- 1,187,015 1,703 1,188,718 2,746,290 23L 03 163,215 . -- 100
Weco n.------------------ 12,011 105,590 1396,421
Telotyp Cc oun---------------- 50g. 809---------------- 509,809 -------------- -------------- 7M099 215669M 42.5 +M009

26 Indiaa llTelephone Co----------- 1,830,248 29,115 1,859,363 1,650,000 88.74 251,859 57,640 3.1 -77.1
The Tri-State Telphone & Telegraph

Co ------------------------------- 49Z951 4,775 497,728 380,807 7M51 87,78 3 ,8 7 -- 6 -
241 Empire City Subway Co., Ltd ------- 1,921,068 -------------- 1,921,068 1,860,112 9K83 284,147 17,290 .9 -- 3. 45

Electrical Research Products, Inc-.... 243,s84 215,294 458.878 -------------------------- 33,493 195,02 '42.5 +48M.28
Illinois Bell Telephone C ----------- 18,617,812 204,2!8 18, 413, 594 5,250,0 .. .- - - - - - -
Michigan Bell Telephone Co --------- 5, ,030 5,542 5,138,572 3,300,000 84.22 705,792 596,074 11.6 -&55
Holmes Electric Protective Co ------- 402,149 59,141 461,290 450,00 97.55 55,296 2,768 .6 -95
Western Electric Co, Inc ---------- 1 13,285, 345 251,240 113,034,105 --- --------------------------------------------------------------
19 Broadway Corporation ------------- 1 ,818 -------- 271,818 275,000 . . 17 37,375 --------------- -13.75 -100

e22 Nw York Telephone Co ------------ 33,073,452 2,874,328 35,647,780 35,329,000 99.11 4,547,600 10,943 .3 -97.65
Society do Material Acoustique, Inc.. 250,898 250,896 130,294 SL93 35,7 41,398 18.5 -4-15 68



248
23 7, 21, 574

14,2 ,881

62
5,340,102
7,34, 6087,710,83

---- 287---
983

Southern Bell Telephone & Telegraph
Co.....................-------

Southwestern Bell Telephone Co., St.Louis, Mo ...................
Southwestern Bell Telephone Co. of

Arkansas -----------------------
NewJrwyBell Telephcn Co......
Northwestern Ben T'.ephone Co....
The Ohio Bell Telephone Co ...
American Telephone &Telegraph Co.

of Indins -...
Bell Realty Trust.............
The B Telephone Co. of Pensl-

vania.............--- - ----
The Chesapeake & Potomac Tele-

phone Co. of Wesg Virgini --...
The Chesopefke & Poomac Tele-

phone Co ........... . Te-.......
The Chesapeake & Potomac Tele-heeCo. of Virginia -..........--Te lespeake & Potomac Tele

phone Co. of Baltimore ........
The Diamond State Telephone Co...

TotaL..- ----------- -.....

8,84989

08926

1%102

lit

1,0384 I .-----------
1,467,037

4823,283
489,319

81,589, a5

44,244

5

118321.377

309,3381
7,657,870

14,581,219

82
5,A4,431
5,358,893
7,S0,774

.1,500
142,513

8,S55071

89%,937
1,035,848

1,511,281

Z,828,26
489,319

199,911,182

7,499,940
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91000,000

162,000

1,440,000

1,448,000

2,310,000
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28,069,253

1,034,216 T947
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803,014
738,258
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19,598 8,898F
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105.38
96.77

•113.38
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83.85

23.38

138.88

95.28

81.73
88.39

214,810

142, 7 I.--.---...

201,718 21,1H&
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1.61

74256
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3,81 149,792 a.3
67,281j 1,637 & 4

14,35,303 O,482,776 2.74

-9.96

-1w9

-8889

-49.07
+=2.94

-19
--SL82

+1.49

-100)

-. L45
-7&.27
-8.-83

_ __PARENT COMPANY-AIR REDUCTION CO., INC.

GROUP A-16 I
51 Air Reduction Co., I ............ $2,87511 $579. 628 $3,452,139 $3,737.309 108.25 $394,970 -------------- .- -. -100SearchghtCo --- 51,248 -------------- -51,248 43,852 85.57 7,047 $2,050 4 -X09M Airc Gas Prod ... 213,004 18 213,022 ------------ --------------- 29,228 9,534 42.5 +201L nNtion lCarbide Corporation Co.... 797,833 _ . 797.833 ............................- 109,702 339,079 42.49 +209.09Air Reduction Co. of Caffornis 13 915 ------ ------- 13,915 12,000 86 23 1,913 390 2. 8 -79. 61Air Reduction Co. of Massachusetts- 3,476 -------------- 3,476 3,000 8. 31 478 56 L61 --88. 28Air Reduction Co. of Michigan.. 13, 911 -------------- 13,911 12, 8CO 828 1,913 390 28 -79.61Air Reduction Co. of New Jersey . 20, 854 -------------- 20,854 18, 000 8 31 2,867 584 2.8 -7 63Air Reduction Co. of V .ia...... 2,641 -------------- 2, 641 2,820 88.33 363 42 L 59 -88. 42Minnesota AirReduction Co ...... 41,714 -------------- 41,714 36,00O 86.30 5,736 1,669 4 -70.9National Carbide Sales Corporation.. 300 -------------- 30D ------------------------- 41 89 29.66 +117.07The Ohio Air Reduction Co ...... 13,917 -------------- 13 917 12, 000 8. 22 1,914 390 2.8 -79.2Superior Oxygen Co. of llinois ------ 41,547 -------------- 41,547 138.500 328. 54 5, 713 ------ -100Superior Oxygen Co. of Missouri -.... 41,199 -------------- 41,199 17,500 42.48 5,765 8,858 21.5 +5

-Superior Oxygen Co. of New York,Inc o-----.-------- -1,25 ........... 5 - -.. .6 2.72 +18 306Air Reduction Sales Co .......... 750 750 ----------------------- - 103 223 29.73 +11.

TotaL ..-...........- ----------. 4,130,085 579.846 4,709,731 4,030,441 588,000 444,730 9.44 -21.7

~Loss.

'-a

an

1,500 1........----..
142,513 1 ------------

9K,264



Corporation income-tax returns fcr 1934 for a group of concerns which were included in a consolidated income-tax return for 1983, showing
statutory net income, dividends received, adjusted statutory net income, dividends paid, percentage of dividends paid to adjusted statutory
net income, tax paid, and approximate amount of tax payable under the revenue bill of 1936-Cortinued

PARENT COMPANY-UNITED FRUIT CO.

Percentageof Approximate I
Num- dividends amountO of Percent of tax
ber on Statutory Dividends AdjutedY Dividends paid to ad- tax payable o increase ta
sched- Name of corporation net income received statutory paid Justed sta Tax under reve- 1936osd or decrease
ule 2 tory net nue bill of

income 1938

GRoup A-17

116 UnitedFruit Co --------------------- $7,521,27 -------------- $7,521,727 $8,717,985 115.9 $1,034,237 -------------- -------- - -100
Ba Selling Co., Inc -------------- 32,590 -------------- 32,590 ---------------------------- 4,481 $11,407 35 +154.56
Compania Agricola de Guatemala .... 16,927 --------------- 16, 927 ---------------------------- 2, 327 5,924 35 +154. 58
Compania Surtidom de Costa Rica... 21,035 --------------- 21,035 ---------------------------- 2,892 7,362 35 +154.65
Cukr Delivery Co ------------------- 72,103 --------------- 72,103 ---------------------------- 9,914 30,644 42.5 +209.11
Fruit Dispatch Co ..------------------- 67,159 --------------- 67,159 ---------------------------- 9,234 28,543 42.5 +209
Jacksonville Pre-cooling Co ......... 13, 279 -------------- 13,279 ---------------------------- 2,177 4,848 35 +113. 5
Tonosi Fruit Co ---------------------- 19,580 --- ------ ;-. 18 , 580
Tropical Radio Telegraph Co 755 --------------- 755 104 224 29.67 +115.39
United Fruit Tanker Corpo -tion .... 12,965 12,965 -------------- -------------- 783 4,538 35 +15451
Venezuela Fruit Co ------------------ 1 4,6816 ------------------4,818.........................................................
United Mall Steamship Co ----------- 810,919 -------------- 810,919 --------------------------- 111,501 344,641 42.5 +209.08
United Fruit Steamaship Corporation- 5,900 --------------- 5,900 ----- ------------------- -811 1,752 30 +116.03
Northern Railway Co ---- - 1347,901 -------------- 1347,901
Ttafo Railroad Co ----------------- 156,219 -------------- 156,219 ------------ - -------- ----- ,480 66,398 42.5 +209.09
Tels Railroad Co .------------------- 266,104 --------------- 28,104 -------------- -------------- 3,589 113,094 42.5 +209.09
Compaonl Agricola de Uln. --------- 754,044 -------------- 75,044 -------------............ .......------- -- -----------------------------------
Rlevere Sugar Refining --------------- 323, 308 -------------- 323,308 ------------------ --------44,455 137,406 42.5 +209.09Mayan Steamship Corporation ------- 146,387 --------------- 14A 387 -------------- ----- -20,128 ,214 45 +2-9-09
Meloripe Fruit Co., Boston ----------- 141,035 -------------- 141,035 --------------------------- 19,392 59,940 42.5 +209.08
Reftigerated Steamship Line, Inc 407, 15 -------------- 407,153 .... 55,983 173,040 42.5 +209.09
Compania Bananera de Costa Rla... - 10,708 -------------- 10,708 ---------------------------- 1,472 3,212 30 +118. 21
Chiriqui Land Co -------------------- 92,493 -------------- 92,493 -------------- -------------- 12,718 39,310 42.5 +209.06
Magdalena Fruit Co ----------------- 153,148 -------------- 153, 148 ---------------------------- 21,058 65,088 42.5 +209. 09

Total ------------- -------------- , 5 ,15, 8, 717,985--------------1,41,736 1,159,380 12.8 1W -79.93



PARENT COMPANY-STANDARD OIL CO. OF CALIFORNIA

GROUP A-18

Standard Oil Co. of California....
California Petroleum Exploration Co.
California Standard Oil Co ...........
California Standard Oil Co. de Mexico.
Federal Enn oering Co ............
PacifcrOil Co. (California) .
Pacific Oil C. (Delaware) ...........
Richmond P'etroelum Co. (Nevada)..

'Riclnmond Petroleum Co. of Colum-
bia... ----..........

Standard Management & Operating
Corporation .................

Standard Oil Co. (Alsa --).
Standard Oil Co. (Arizona) ...........
Standard Oil Co. (Oregon) ...........
Standard Oil Co. (Utah)........
standard Oil Co. (Washington) ....
Standard Oil Co. of California (Utah).
St& dard Oil Co. of Delaware-.
Stamlard Gasoline Co ..........

cbi.ond Petroleum Co. of Vene

Bush Street Investment Co ...........
Pasotex Pipe Line Co.........
Standard Pipe Line Co ............
Standard Stations, Inc ...............
PasobCex Petroleum Co ...............
TiOalifornfia Co ...................

Total.................

$3,831,184
1471
155

21, 626
1125
137
184
185

1 9,445
150
t24

1118
117
139

138,487
150

177,883

1174,851
28.731

40, 268
666,036
128,828

1 392,167
'166,893

I

4,251, 218 50,743 

$5,829,303
1 471
155

21,628
1125
1 37
184
185

$13, 10Z 900
--------------
--------------
--------------
--------------
--------------
--------------
--------------

224.77

1:1-1--:111--

$526, 788

4,974

$ i9 . 1
--- ,----,---9

........ ......

-- ---- --
-- - --- - -

,5-- - ,-9--1
-- ---- - -

- - - -- --

,445
150
124

1118
117
'38

150

1174,851
85,652

866,038
6,875

3392, 187
1166,893

6,402 0211

Loqj

487,500
a000
20,000

119.99
7& 07
2.91

14,110,400

--------------
--------------
--------------
--------------
--------------
--------------
--------------
--------------

2*45

! ---.- -----.---
$ 7,569

-'-"-"'.-"----

--------------
............-i!:!:::::::[:::

--.............

3.951 38,402
55,862 --------------
91,580 51,285

......... k -- ,-

.1~.-----70, 611 189,239

34.99--------------.

-100

+154. 51

+821.3&-180
-43.99

-73.18

42.5

7.7
27.5

2.968

1M,606 I............................ I......

t



Corporation income-tax returns for 1934 for a group of concerns which were included in a consolidated income-tax return for 1933, showing
statutory net income, dividends received, adjusted statutor-y net income, dividends paid, percentage of dividends paid to adjusted staltutoryJnet income, tax paid, and approximate amount of tax payable under the revenue bit of 1936-Continued

PARENT COMPANY-THE GREAT ATLANTIC & PACIFIC TEA CO. OF AMERICA

Name of corporation Statutory
net income

Dividends
received

Adjusted
statutory

net income

1 - 1 -*l

GRoup A-19

The Great Atlantic & Pacific Tea Co.
of America,.-...............

Felton Packing & Manufacturing Co.
The Quaker Maid Co., Inc ........
American Coffee Corporation .........
Atlantic Commission Co., Inc --------
Atlantic Warehouses, Inc ...........
The Great American Tea Co .......
The Great Atlantic & Pacific Tea Co.

(Arizona) ..........................
The Great Atlantic & Pacific Tea Co.

(Nevada) ---------------------------
The Great Atlantic & Pacific Tea Co.

(New Jersey) -----------------------
The Nakat Packin Corporation ..
The Packers Supply C .
The Quaker Maid Corporation .....
White House Milk Co., Inc .

Total................

$1,487,841
4.415

2, 227, 06M
103,531
912,012

%,791
811M3

$15, OSS, 316
---------------
--------------
--------------
--------------
--------------
--------------

3,039,257..........

I294831..........

9,481,179
58, 750

2,428
236

442833

51000
--------------
----------- 

:------------- --
--------------

18, 00, 6031 15,090,316

$16,573,157
14.415

2,227,055
103,531
912,012

2,791
81,936

3,039,257

DividenIs
paid

$16,429,770

200,000
250,000
5000

X0,000

2,000,000

Percentageof
dividends

paid to ad-
justed statu-

tory net
income

99.13

&98
24L 47
54.82

6L 02

65.81

S294,8311---------I-------

9, 488,179
W88 750

2,428
236

442,833

12,08K,000

51000

127.41

2,118.64

33,140,919 31,520, 770 ............

1LS

Tax paid

$204,578
317,572
14,236

125402
384

11,28

417,898

1,303,682
87,890

334
32

ft8901

2,544,144

N=o -
ber on
sched-
Wie 2

175-

Approximate
amount of

tax payable
under reve-
nue bill of

1936

$84,281

13, 802
829

10,488

331,279

241719
721

18.04
1,756,323

Percent of tax
proposed,

1938 act

None

38
None
15
29.7
I2.8

10.9

None
42.5
29.7
None
42.5

Percent of tax
Increase (+)
or decrease

(-)

-10& 4

--11--16.91

-I00
+17&.02
+n1587

1 -100

-30.97

I I

. . . .. 1 - 1
&3 1
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Senator WALSH: Have you reached the conclusion that those cor4
porations that have a large surplus and are distributing all of their
net earnings would pay a less tax under this proposal than they are
now paying?

Mr. RusseLl. If the corporations distribute all of their earnings?
Senator WALSH. Yes.-
Mr. RUSSELL. Yes sir Those corporations are included in those

groups there. "The figures that I have stated were the total figures
for the grup including the' companies which would have paid no tax
under the new act.

All I have left now is these figures that Senator Black asked for.
Senator KING. 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,
Senator KING. Yes, I think so. Senator Harrison, Senator Couzen0 -

has just suggested that we take up thA matter ofS.enator Lonergan's
amendment.

Senator LONERGAN. 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.

The CHAIUMAR. It is the 1ense of the connittee 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?

Senator LONERGAN. Yes.
The CHAIRMAN. 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 CHAIRMAN. 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 go into it at this time.

Senator WALSH. And to continue under the present law?
The CHAIRMAN. To continue under the present law unless we make

some change here as to rates, and I suppose we will not.
Senator LA FOLLETTE. I would like to hear something from some.-

body connected 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 WALSH. Just what is the proposal, briefly stated? I was
not here.

Senator LONERGAN. 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 FOLLETTE. Yes.
Senator KNo. I was not present when the discussion ensued.
Senator LA FOLLETTE. For instance, if a man had an estate, of'

$10,000,000 and $1,000,00.0 of it was in a life-insurance policy payable



1
to the Governient; he would not pay on the $10,000 estiate-including
the life-insuranice policy, but he would pay on the $9,000,00.

Senator CONNALLY, And the $1,000,000 would be applied to the
tax on the $9,000,000?Senator LA FOLLETTE. That is correct, but his estate is reduced to
that extent that he has an insurance policy payable to the Government
up to limitation of $1,000,000.

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 do not so understand it.
Senator CONNALLY. The policy has nothing to do with the estate, as

I understand it.
Senator LONERGAN. This is payable to the Treasurer of the United

States.
Senator BAILEY. He never has. title to it?
Senator LONERGAN. That is it exactly.
Senator BAILEY. The only title is in the Government?
Senator LONERGAN. 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
way that the Government can hope to collect the money.

Senator 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. I suppose that is it?

Senator LA FOLLETTE. 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. KENT. As I understand the amendment, if you take a concrete

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 dOUZENs. But Senator Connally 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. KENT. It is included only to the extent that the entire proceeds
of the policy are not required to pay the tax. There would be a little
problem of computation there. I do not know whether the computa-
tion could be made arithmetically or whether some algebra would be
required.

Senator 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?

Mr. KENT. Prima facie it is not, Senator.

I$
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Senator COuzENs. That is what I thought.
Mr. KENT. But if it is found that the entire proceeds-
Senator COUzENS (interposing). I understand that part of it. But

I did not think it was included in the computing of the original amount'
Senator GEORGE. In other words, if an estate consists of $10,000,000

in land, houses, and building, and that is all the estate has and is -
except an insurance policy o' $1,000,000, payable to the Government,
you pay on the $10,000,000 right off unless that $1,000,000 of course
is 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 States 'in trust for the payment of estate,
inheritance, succession, legacy, or other death duties leHiied 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
$1,000,000.

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 deduct the value--
Senator CONNALLY (interposing). I am talking about when you go

to estimate how much he has. Do you mean to include the policy as
a part of his estate?

Mr. KENT. No.
Senator LA FOLLETTE. 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 hw, 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. I did not know that. I thought it was payable

to the beneficiaries and was not in the estate at all.
Mr. BEAMAN. As I understand 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 oi 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 estate, we will say, of
'$8,000,000 - or 9 or 10 millions. Senator .Lonergan's amendment
deducts from that $10,000,000 constituting the net estate, $1,000O0004
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Senator LONERGAN. Provided the taxes run up that high?
Senator CONNALLY. The reason you provided for the $40 000 was

to prevent avoidance of the estate taxes by investing allot the estate
in life-insurance policies payable to others than the estate.

Mr. B3EAMAN. I take it that was the reason.
The CHAIRMAN. Mr. Kent, are the premiums that you pay on

insurance policies now deductible in your income?
Mr. BEAMAN. No, they are not.
Senator BLACK. Mr. Beaman, may I ask one question? I have

just come in and I would like 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. KENT. Provided the insurance is 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
pa ment.

Senator CONNALLY. If he had paid those premiums, they might
still be a part of his estate, unless he squandered it.

Senator CAPPER. Does the Treasury approve the amendment?
Mr. KENT. No; the Treasury does not approve it.
Senator LA FOLLETT.E. I 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 type of property or liquid asset and giving it preferential
treatment, so far as that is concerned. That is to say, ifVa 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, although 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
liquidating assets without disastrous losses to meet the death taxes.
I believe that is a problem Which should receive careful study, but
the Treasury is not prepared to approve this particular suggestion'

S enator LA FOLLETTE. Has anybody made any estimates on what
this would cost the Government?

Mr. KENT.* No, sir; we-have not.-,
Senator LA FOLLvTTE. Instead of increasing the exemption for

estate taxes when we are in need of revenue as we are now, I think

r|
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they ought to be reduced; in other words, I do not see why' a man

with I $1,000,000 net estate or a $10,000,000 net estate should get a
$40,000 exemption that we provide now, for example. I

Senator BAxL1si. He doesanot have to take the policy to start with.

* Senator' LA FOLIETTFE 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 bea bonanza and they think they will sell
insurance right and left. I agree 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 going to collect the taxes.

Senator LA FOLLETTE. We are collecting a lot more money from
the death taxes than the actuaries estimated that we would. That
is p roving a very substantial revenue producer.S Senator KING. It occurs to me that while it is beneficial in one
way to the estate, and notso 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 pay the taxes in case of death, and when you come to liquidationi
with such a 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.

Senator LA FOLLETTE. How much did we collect last year from
estate taxes? Does anybody in the room know?

Senator KING. Mr. Parker ought to know.
Mr. PARKER. Through March of this year we have collected

$151,000,000, as I recall it. 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,(00,000.

Senator KING. And what was the estimate?
Mr. PARKER. The estimate on gift taxes was $60,000,000 for this

year.
Senator HASTINGS. That is dua partially to the fact that a good

many people rushed to make the gifts before this new tax becameapplicable?,
Mr. PARKER. That is undoubtedly partly true, and still for the

preceding taxable year we. collected $71,000,000. The gift tax is
becoming a very prolific source of revenue.

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 inpoint 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
ifa man is in a going business like in a mill or a factory or anything
else whichis a going business, where he employs a large athount oft
labor, where he has to borrow large sums of money in order to carry

m
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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 liqtid
assets.

What this does, as I understand the amendment, 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
Connally 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, because where you take the question of Liberty bonds,
the man that is putting all of his money into Liberty bonds and things
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 l.iberty bonds and put
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 encourage-
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 you 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.

I 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 have
to pay 6 percent. It was a case where a man died in 1900, created a
trust and made a 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 percent -and the estate
is not making apparently that much money. They cannot distribute
the trust until the last one of those named in the trust 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 something
so the possibility is that by the time the estate comes to her, sheik
owe the Government money.

That is just an example of what you get when you have these
very high taxes.

The CHAIRMAN. 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
insurance policies the right to deduct from his income tax, the pre.
miums that he paid? Would that give some relief?

Senator GRRmY. 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 iuncee tax on the amount they pay for their policy when

they get their policy, if the estate is a large 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.

So it seemed to me that possibly 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 timo 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 policy that would-be necessary to carry out thins
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 BLACK. 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 FOLLETTE. I did understand Mr. Kent to say that.
I thought he said that in reference to this amendment.

Senator CONNALLY. 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 BLACK. I misunderstood it then. I thought the idea had
been suggested that our $40,000 exemption was in order to leave the
estate liquid, afid 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
makes 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
lour 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- t 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 because it belongs to her; it does not belong to me. - :
S 'PMr: RKER., That is true, but the tax has to be paid out of the
other assets.: -
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Senator COiNALLY. You can tax it because that is what we arb
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 is 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 your estate and you will pay a gift tax only on thepremiums p aid in keeping up that policy.

Senator LONERGAN. Senator Connally, the experience of insurance
companies is that the payment of premiums represents 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 squander 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 BYRD. As I understand it if the premium is in excess of the
insurance-

Senator LONERGAN (interposing). Then it is taxable.
Senator LA FOLLETTE. 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. Why would there be any loss?
Senator LONERGAN. How can we tell? It is pure guess work.
Senator COUZENS. Your provision would be retroactive and apply

to policies already in existence, is that not true? I think if that is
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 a 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 CHAIRMAN. Suppose we take a vote on it?
Senator LA FOLLETTE. I would like to get that information before I

vote.
The CHAIRMAN. Then we will defer it.
Senator CONNALLY. IS the Senator from Connecticut willing to

amend it so that it will not be retroactive?
Senator LONERGAN. I am, but it is not retroactive. There are no

policies now payable to the Treasurer of the United States.
Senator LAFOLLETTE. All you have to do is to change the bene-

ficiary of existing policies.
Senator BYRD. 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.

iSenator BARKLEY. Under the amendment as it is,' it is retroactive
if all they would have to do is to change the beneficiary under the
existing policy.
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Senator Com .Ns. Yes. But I understand that the Senator is
willing that it shall not be retroactive.

The CHAIRMA.N. Is it possible for us now to get some agreement
on this corporation proposition and get it behind us?

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

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

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

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

The CHAIRMAN. Mr. Reporter, we will not require your services
any further.

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


