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TAX EVASION AND AVOIDANCE

FRIDAY, JULY 9, 1837

JoinT ComMITTEE ON TAXx EvASION AND AVOIDANCE
Washington, D. C.

The joint committee met in the lleuring‘ room of the Committee on
Ways and Means in the New House Office Building, at 9:36 a. m,,
Hon, Robert L. Dou'%hton presiding.

The CuamrMAN. The committee will be in order. Pursuant to a
syecial order agreed to yesterday by the committee, Representative
Hamilton Fish of New York will be heard for 30 minutes, If ho is
present and if it is agreeable to the committeo, if there is nothing else
to consider beforchand, the committee is ready to hear Mr. Fish,

Mr, VinsoN. We have to have a witness. I suggest you send the
sergeant at arms after him, .

{er. TreEADWAY. I suggest the clerk be requested to telephone his
office,

Mr. Coorer. I understood Mr. Treadway would notify him. You
notified him of the meeting at 9:30, Mr. Treadway?

Mr. TreabwayY, Yes, sir,

(The chairman was advised that Mr. Fish was on his way to the
committee room.) . . '

The CrairMaN. The Chair has previously stated and will restate it,
that the special order for this morning, as agreed to yesterday by the
committeo, is that Representative Hamilton Fish of New York would
be heard for 30 minutes, Mr. Fish, are you ready to proceed?

Mr, Fisn. Yes, Mr. Chairman,

STATEMENT OF HON, HAMILTON FISH, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YCRK

Mr, Chairman and members of the committee, I want to thank
ﬂ)u for this opportunity to appear before you and present testimony

substantiation of certain statements that I have made on the floor
of tho House and elsewhere. In writing yestoerday, one of my col-
leagues on the committee asking to be heard, which letter I believe
was read to you and released by Mr. Treadway to tho press, one
paragraph was omitted which put me in somewhat of an embarrassin
position because it places me in the position of not having asked,
made the request to discuss the returns of the President. I know the
action taken by your committee and I shall abide by that action
but I want to make it very clear that the wording of that letter and
that paragraph which was left out was to the effcot that I had no
intention of making any churgos against the President or asking for
his income-tax returns, beyond placing before the committee a state-
ment made by the President himsolf a few years ago, in which he
admits taking advantage of existing tax-avoidance loopholes. That
was the worcﬁng of the clause that was left out of the letter given to
the press by Mr. Treadway.
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330 TAX EVASION AND AVOIDANCE

1 o,]if)em' before your committee having made this definite request,
but will abide by the decision of the committee.

I want to say at the outset that I have absolutely never made any
charges against the committee or any member of the committee. I
believe that you are servants of the House and of the Senate and of
the American people, authorized to conduct an investigution in order
to prevent evasion und avoidance through income-tax loopholes.
I am here to state to you and prove to you how certain loopholes are
being used either to evade or avoid taxes and to join with you in try-
ing to plug all loopholes.

I do not propose, Mr. Chairman, to have anyone think that becauso
I am here and possibly will say a few words to the effect that I be-
lieve that certain Republicans, Republican contributors and foes of
the New Deal have been singled out to make & Roman holiday, that
1 am here to protect them or to favor the evasion or avoidanco gon-
erally of fpnyment, of income taxes through existing loopholes. As a
matter of fact, I perhaps go further than any member of this com-
mittee, with the oxcoption possibly of the Senator from Wisconsin,
because I am in favor of plugging all loopholes, I am in favor of doing
away with personal holding companies, hoth foreign and domestic,
and I am in favor of doing away completely with the issuance of tax-
oxompt securities, the biggest loophole of them all, if it is & question
of trying to get the taxes from the rich, because that is the ono that
can dodge the taxes the easiest and do, in the largest sums of money.

To be more specifie, I feel in the first instance there is no charge
agninst the committee, but larzely against the administration and
agninat the Treasury Department that they have singled out for ro-
prisal and inquisition what may be termed, if you will, some economic
royalists, large Ropublican eampaign contributors and anti-Now Deal
contributors and foes of the administration,

I havo gone ovor the list of about 80 names, and I find 40 of them
aroe large contributors to the Republican party or against the New
Deal, and only two are Demoerats,  One of thom is a constituent of
mine by the name of Mr. Jacob Ruppert, who is no friend as far as
T know of the Now Deal, but did contribute for reasons of his own.
The other gentleman is Mr. Henry I.. Doherty, a utility magnate
who is ono of the largest contributors-—just why I do not know--to
the Democratic party, According to the figures given to mo yestor-
day and so far checked up-—thore may be more—he contributed
$55,000. But I submit and I think overy member of the committeo,
if he wants to be fair--I know they do—realizes the fact that tax
avoidance by rich or by people of moderate means knows no party
lines. Tt is childish_to try to make out a caso that only Republicans
or only anti-Now Dealers are attempting to avoid taxes and that
Democrats are immune, that they are bettor, somohow, morally,
than Republicans. Weli, T know and you know that Republicans
and ]Domocrats alike are Americans and they are the samo kind of

eople.
P Unfortunately, due to no fault of your own, these names have heen
presented to you by the administration and by the Treasury Depart-
ment, and it looks to mo and has looked to me from the moment I
began to_check up who they were—which of course you haven’t had
time to do because you have been here on your hearings—even the
Republican members haven’t had time to do that, and it looks to me
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this was being used through no fault of your own as an inquisition of
the foes of the New Deal.

I admit that due to the restriction that you have placed upcn me,
this performance, somewhat like trying to enact Hamlet without
Hamlet or, let us use another Shakespeare play, which quotation has
recently been used, and that is of Romeo and Juliet, trying to stage a
performance of Romeo and Juliet without Romeo. But I won't
quibble with this committee because I have been assured by the
chairman and the Republican members that anything T had to say
with regard to matters that I am not permitted to say here, I can
give to the press or release to the press or in Congress or in my own
district, and 1 am satisfied. I think the committee will agree that
they want a fair and impartial investigation, no matter who it hits
whether it includes members of the President’s family or members of
of the Cabinet and their families, or whether it includes big Democratic
contributors,

I hold in my hand some photostatic copies. I am not entirely
familiar with them—hecause they reached me this morning—of a
contract entered into with or by Mrs, Franklin D. Roosevelt. Per-
haps it would be better if I read the contract, because I anticipato from

somo members of the committee that they may not agree with my
viows on this matter:

AGREEMENT

For and in considoration of $1 by the undersigned parties tmld each to the other,
the receipt of which is hereby acknowledged, it Is agreed that:

The undersigned Mrs, Franklin 1. Roosevelt horeby agrees to make a serfes of
10 broadeasts as arranged by the undersigned Myles F, Lasker, the first broadeast
to be on February 18, 1935, Friday ovening, at 8 to 8:15 {) m,, from a place to he
mutually agreed upon., Iach succeeding broadeast to be at the same time on
Friday cvenings and the place of origination is again to be mutually agreed upon.
The programa aro to be of 15 minutes' ditration, during which program the under-
signed Mrs, Frauklin D. Roosevelt n‘grccs to speak for a period of approximatel
0 minutes on the topic of “Women of Today.”” Tho sponsor of these programs is
the Selby (Arch Preserver) Shoe Co., of New York City, N. Y. and Portsmouth,
Ohlo. The advertising agency is Henrd, Hurst & Mnoﬁonnld, Inc., of Chicago,
IIl,  The broadeasts aro to be over tho facilitics of the Columbia hroudcnstmg
Co. Thoy aro to originate in cither Now York City, Washington, or Chicago, as
mutually agreed upon,

(2) In caso it is nocessary to ato(lx asido for a broadoast of national importance
the undorsigned Mrs, Franklin 1D, Roosevelt agrees to do a broadeast on another
mutually agrecable date to take the place of the dato thus given up.

(3& It is further agreed that the undersigned Mrs. Franklin D. Roosovelt allow
the Selby 8hoe Co. or representatives of Henrl, Hurst & MacDonald, Ine., their
advertising agents, to see tho talks onough in advance to allow whatover sugges-
tions nccessary,

(4) The undersigned Mrs, Franklin ID. Roosovelt agrees that the undersigned
Myles I, Lasker shall have an option for an additional 3 broadceasts and a further
option for an additional 13 broadeasts upoen the same torms and conditions hereof
and that tho undersigned Myles I, Laskor shall have the right to renew this a[irce-
ment upon all the terms and conditions hereof by glving the undersigned Mrs,
Franklin D. Roosevelt notico of excrelsing option (5‘) for the additional 3 weeks
on or heforo March 22, 1935.  In the event option (a) is oxercised, tho snid Myles
F. Lasker will havo the right to ronew this agreement upon all torms and condi-
tions hercof, for o furthor option of 13 weeks (b) such option to be exercised on
or before April 22, 1035,

(5) It is distine ll%undomtood by and between the parties hereto that the said
Mrs. Franklin D. Roosovelt shall not and is not to ‘Persoually receivo compensas
tion other than the $1 legal consideration mentioned herein,

(6) The undersigned Myles F, Lasker horeby promises and aﬁrces that imme-
dlam{ following eaoh broadcast by the sald Mrs, Franklin D. Roosevelt, as
deseribed heroin, he will mail to the American Friends Service Committce, 20
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South Twelfth Street, Philadelphia, Pa., a check in the sum of $3,000 for each
broadcast.

(7) During the period in which the 10 said broadcasts enumerated herein shall

be given, the undersigned Mrs. Franklin D. Roosevelt agrees not to broadcast
for any other commercial sponsor.

(8) The undersigned Mrs, Franklin D. Roosevelt further agrees that her remarks
in said radio talks In part, or in whole, may be printed for distribution under some
plan hereafter to be mutually agreed upon by the parties Lereto.

ELeaNoR ROOSBEVELT,

. MyLeEs F. LASKER.
Reading from the contract:

It is understood that the said Mrs. Franklin D. Roosevelt shall be shown the
commercial continuities of the sponsor, the Selby 8S8hoe Co., in sufficient time to
make suggestions or changes and that the Selby &hoe Co. shall discuss such changes
with the said Mrs, Franklin D. Roosevelt.

It is further understood that the sponsor, the S8elby 8hoe Co., will cause to have
be announced either at the beginning of or at the close of cach hroadcast a state-
ment to the effect that all moneys received by the said Mrs, Franklin D. Roosevelt
are turned over to the American Friends Service Committee for charitable dis-
tribution as directed by the said Mrs. Franklin D. Roosevelt.

If the said Mrs. Franklin D. Roosevelt should be forced to broadecast from some
other point other than New York, Washington, or Chiocago, half of the “line

charges’’, as submitted to the sponsor, the Selby S8hoe Co., by the Columbia
Broadessting System, shall be deducted from the total of $3,000 to be sent
immediately after each broadeast to the American Frionds Servico Committee,

That is again signed. '

The reason I have proceeded, of course, to read the whole contract
is because I myself, knowing more or less what is in it, have never
read the full thing, and I want to put the whole thing in the record.
Otherwise I would not have taken up your time and my own to read
the details of it that might not have been relevant,

Now, I am also given to understand that these broadcasts were for
$4,000, and that $3,000 went to Mr. Lasker to be given to charity as
directed by Mrs. Roosovelt herself, and the other thousand dollars
was to go to Mr, Lasker ag his commission, and $400 of that to Miss
Nangy Cook. I have copies here of the sums involved and a ckeck
to Miss Nancy Cook for $400, photostatioc copy.

happen to come from the same congressional district as the
President of the United States and the Secretary of the Treasury.
I do not exactly represent them here this morning, but I certainly
have no ill will, I have examined into my own mind and into my
heart. I haven’t the slightest dogree of ill will personally against
either the President or the Secretary of the Treasury. I differ with
them, of course, politically and shall continue to do so in my distriot
and in the Congress, So at the outset of my remarks I want to
make it very clear that there isn’t the slightest iota of perso: ality
in this matter., )

But the President of the United States issued a statement to the
Congress within the last month in which he said these tax loopholes
are of recent date, and then went on to indict all those who use these
loopholes as being immoral, unethical, and indecent, and he was
practically joined in with by the Secretary of the Treasury in that
statement.

Now, I submit, first, that contract that I read to you for broadcasts
by the wife of the President was money that she earned as much as
anybody ever earned money, and she directed where that mone
-should go; she controlled that money. Therefore, it must be seli-
evident even to the repeated rulings, no matter what kind of advice



TAX EVASION AND AVOIDANCE 333

the President’s wife may have received from some high authority
under this administration in tax matters, it must be self-evident to
every person in the country—and nobody has a higher respect for
Mrs. Roosevelt than I have, because long before she was the Presi-
dent’s wife she was my constituent and I have cooperated with her
in many, many matters in which I thoroufbly, thoroughly agree with
her on the question of war and peace, I have a very lgh regard for
her and I commend her highly for giving this money to charity, And
who wouldn’t? But if she can avail herself, gentlemen, of a loophole
then anybody else in America can do the same thing, If she can avail
herself of a special loophole then Mr. John D. Rockefeller or any of
the great contributors to charity can do exactly the same thing by
using the same identicel kind of loophole and not pay their 70 percent
taxes to the Government, but give the whole thing directly to charity,
And of course they do it. Why should they Su 50 to 60 percent
of their income taxes and only be allowed to deduct 15 percent for
charitable (‘)urposes? . .

As 1 understand the purpose of this committoe, the one and sole

urpose is to ?lug the loopholes; and if one person, whether it is the

resident’s wife or not, can find some smart little scheme advised by a
skillful master of income tax to either evade or avoid tax payments, it
matters little if she pays $25,000 a year as far as tho income of the
Governmont is concerned. 1t matters o groat deal if that principle is
i)ormitted to exist and that loophole is permitted to continue to exist.

t may mean the loss of hundreds of millions of dollars and undoubtedl
will, without question of doubt. Just as soon as they find out how it
can be done, you can turn indome from your stocks and bonds directly
over to charity. You can probably turn roal estate over direct any-
how, if you can turn over your earned earnings from radio specches or
syndicated loctures. As far as I am concorned, I made mysolf prott
clear long ago in Congress when I said I would like to soo & law onncte ,
and it was ruled out because it was not [i‘qrmanq to the effect that no
public official or immediate member of his fanuiy shall be permitted
to spoak over the radio for profit or for monei’l
that law put into effect, rogardless of whether t
Domoorats,

I want to make clear that as far as Mrs. Roosevelt is concorned, that
I not only have the highest rogard for hor, but I commend her for
giving to charity, But at the same time I point this out to your coms
mittee and I feel it is your duty to act. You can’t let the law apply to
one person in this country and have some little pet scheme to turn her
carnings direct over to charity without payment of income taxes.
If you do, first, you will fail to plug the loo‘)holoa and you will lose
hundreds of millions of dollars; second, it will have a very bad effect
on the deliberations of your committee, which I know is impartial so
far if this loophole is not stopped.

I don’t know whether it is worth my while—I suppose that may
come in the Congressmen reading cases to you of recont decisions and
rulings by the Treasury Department, the income-tax bill on this ve
important mattor—but the prime thing is that this is money that is
carned and that it is directed and Mrs, Roosevelt still controls the
direction of where it goes and any subterfuge to the contrary does not
chango the issue one iota, nor does it lessen the hi§h regard of any
individual for the desire of Mrs, Roosevelt to give it all to charity.

. I would like to see
oy aro Republicans or
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Now, we come to the queéstion of the Secretary of the Treasury,
and again I have to preface my remarks, because I know there are
those who would like to think that these are directed personally
against persons for whom I have the highest regard and liking.
I do not question his income-tax returns during the time he was
Secretary of the Treasury, but before he was that, in 1929 or 1930,
I think it would be well for the committee to ask for his income-tax
return. And there I am led to believe on good authority you will
find the creation of family trusts and the establishment of interchange
of stocks—one stock known as Photo-Mat stock, a family stock which
was transferred back and forth between the wife and the husband.
Naturally, T haven’t seen these income-tax returns. I have no power
to see any of them. I have had this information given to me from
what I conceive to be a highly reliable source, and I have checked
up on it in every way I can,

I would like the committee also to call for the income-tax returns
of Mr. Morgenthau’s father, a Democratic campaign contributor
to the amount of $5,000 and upward, and see if he has not used the
same devices that have been so stigmatized before your committee
of foreign holding corporations, in order to evade or avoid taxes, an
whether family trusts have not been set up in some way, or in the
same way as has hitherto been exposed before your committee.

I would like to have your committee, because I feel this is the
only way, so far as my humble judgment is concerned, to prove the
impartiality of the Treasury Department, not yours, to investigate
some of these Democratic campaign contributors and investigate the
income-tax returns of Mr. James Roosevelt, the son of the President,
and also to find out, if it is physically possible, within the duration
of your committee, whether he has any foreign personal holding
company in Nassau and the Bahama Islands,

I would like to find out—and this I don’t know, but this is just a
matter I am mentioning—we know that Mrs. Roosevelt has been using
this device to send money direct to charity—and I would like to find
out if other members of the Roosevelt family who talk on the radio
are doing the same thing, such as Anna Boettiger.

[ have already spoken about the Photo-Mat Corporation, but dis-
c{lanmed by Farley, that this stock was transferred back and forth by
the Secretary of the Treasury and his wife at a very low price of 10
cents, I think it was, and next year bought back at $60 a thousand. It
had no particular value and was not quoted. .

The point I want to bring out, gentlemen, is that if this is to be an

impartial investigation it must include all and not just a few Republi-
ocans handed down to you by the Treasury Department, who have
instigated this thing. And it is not of recent date, we all know it is
not of rocent date and everybody back home knows that all classes and
all kinds of people have been using these loopholes. And whose fault
isit? Above and beyond any, it is your fault as members of the Ways
and Means Committee and the Finance Committee of the Senate as
having not plugged these loopholes before, and of the Administration
that has taken 4 years to suggest it, and says it is of recent date.
In gxdy recent statements in the éongreasional Record of June 28 1
referred of course to that matter which I am precluded from referring
to now before the committee. That was number one and that wae
placed first, '
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Number two is the tax avoidance, as 1 have mentioned here, of
Mrs. Franklin D. Roosevelt for charity, pointing out that the law
provides payment of taxes cannot be avoided by payment to third
persons and permits deductions from income for charity up to 15
Eercent of income, but does not allow entire sums paid for services—

roadcasts, syndicsted articles, ot cetera—to be contributed to charity
without ;I)uyment of taxes. '

Four, I asked for the income-tax returns, which I already have, of
James Roosevelt and Anna Boettiger. I sec I have asked for Elliott
Roosevelt, but so far as Elliott Roosevelt is concerned I know nothing
about his taxes except what appeared in the press a long time ago,
which would morely be a matter of interest, but I don’t think it is a
matter for the committee, on the sale of these airplanes to Russia
and certain transactions, and so forth.

Henry Morgenthau, Jr,, J-heve:alroag ¥ spoken of.
I think we ought ek for the incoYfteefax returns of Harry L.
Hopkins and find#8Ut what is happening, fintkput as to the sale of
books to the WP, A. workers, and if theroe is aﬁ?&ggtution as to the
income from:ghat source. e, C Ty

Again, add I am not n%tﬁll suye that'it:is a ve prl?er thing for a
public offifial, Mr. Chairfan, liolding &' high office of*that kind to
sell o bobk, whether it is d&n a vdluntafy or compulsory ‘basis, to the
W. P. A¥ workers for the sake of prq,g o thii’n ¢jt is o mather for Con-
gress tf'look into ‘#td:fimdéont, if thabus goodfethics, It may not have
anythihg to do with the iiddmdtax rhatteéfs before your dommittee.

Alsg, to look into the indome-tax ret rgs———yogDhave alrépdy done
that, ghat is one-of the gwo%)e’r’(tbcxjggs, i:lo ty L."Doherty—#nd John
L. Lowis, one of the biggest-eondribytdrs to the Democragic cause,
and with the U(?lted Mihe Workérs-0ff America it is estinghted that
they contributed*$500,000". W e,

I doW’t know What«the lﬁw,isd‘ﬂ;{aélf Bnd perltaps the nffembers of
the coxg{nittee doybut of cotsn the corporatighis can'tifcontribute
and co Eanies can’t contributbs 'Thevhques fon is, Sfould labor
unions béallowed to contribute When cdmpfhinies andi8ocieties and

corporationy cannot contribute? v ¢ 4
lso the ifgome tax of Mr. Bé#i“Smith—Bernard#Smith—another

contributor, m I am told has personal holding companies in
Canada. . : ad ‘

The CHAIRMAN, fM@fndemood opbefiiny, that the request, of
the witness, Mr, Fish, was 1380 mititites uninterrupted, after which
he would yield to questions, -

Mr, Fisn. That is right. 1 have about 5 minutes more,

The CuairmaN, Without objection you may proceed for § addi-
tional minutes.

Mr. Fisu. I want to say to the chairman that, strangely as you may
think, I am in accord with the statoment the Senator is reputed to
have made in the press, that testimony and evidence should be in
writing. I was prepared in the major issue, which I am not permitted
to discuss here, to %)we it to you in writing, I feel that the committee,
certainly the Republican membgrs of the committee, should ask for an
investigation of the income-tax returns either of the Democratic
National Committee or of that agency that is selling books, campai
books allegedly autographed by the President, to corporations in order
to pay, as is stated, campaign debts. If those books, Mr. Chairman,
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if you will follow me, have been sold to corporations merely for
campaign contributions, it is obviously in violation of the Corrugt
Practices Act, but I am inclined to think tha} the contention will be
made, if it has not already been made, that these books are of value
and that they are sold to individuals for the sake of profit as a com-
mercial proposition and therefore are not campaign contributions by
corporations, but are sold for sake of profit. Then if they are sold for
profit, then necessarily, members of the committee, income-tax -
returns should be made and income taxes paid on the money that is
broughtin. That must be self-evident, and if that contention is made,
therefore, it is & matter for the committee to find out whether this
money has been paid by either the Democratic National Committee
or the agent that is operating or selling these books for profits, whether
the income tax has been avoided. In either case I submit that if they
have not done it, it is contrary to the law, in either case, but only in
the latter case is it a matter that should come before the committee.

In the few remaining moments that I have before me I want to
state to the committee that I am grateful for the opportunity of appear-
ing before them, although in a limited way and that as I understand—
and I want the understanding definite—I have the complete right to
give out any statement I want to the press here on the other matter
that the evidence in the words of the party that I am precluded men-
tioning—right here if I want to, or in the Congress or in my own
district, I want that definitely understood so nobody will say I did
etﬂmething behind their backs, because I am not in the habit of doing

at. .

Senator HarrisoN. No objection to that., The committee knows
that you will do that.

Mr. Fisn, Therefore, I have concluded with my remarks as far as I
can go in this matter in the time that has been graciously allotted to me,
i’tj:;: O?OHMRMAN. Are there any questions by members of the com-
mittee

Mr. VinsoN, Mr. Fish, what did I understand you to say about a
thotl;sm%d dollars for broadcasts connected with the Selby Shoe Co.
matter

Mr. Fisn. The information given to me is that $1,000 went to Mr,
Lasker, Of course, he has to make a profit, of which $400 went to Miss
Nanocy Cook.

Mr, Vinson. Do you state that Mr, Lasker got & thousand dollars
for broadco,stmﬁ? ) '

r, Fisn, That is the information given to me on very good
authori‘t,y. . '

Mr. Vinson. Who gave you that information? .

Mr. Fisn, I wouldn’t say I am not in position, but I refuse, if I
have that right, to bring anyone else into this tﬁing‘. 1 stand the

entire rosponeibﬁity for my statement. i

Mr. Vingon. As your friend, I think you are entitled to all the
ﬁ%&ts the Constitution has given you. . .

r. Fisn. Thank you. I didn’t know just what were my rights,
but I know my feelings. ) ) .

Mr. Vinson. Now you admit, Mr, Fish, with regard to the broad-
casts of Mrs. Roosevelt that under the ianguuge, published notice
was to be given either at the beginning or at the close of each broado%st
relative to the American Friends Service Committee receiving the
_principal sum, $3,000 per broadocast?



TAX EVASION AND AVOIDANCE 337

Mr. gxsu. I certainly do. )

Mr. VinsoN. You also admit that under the terms of this contract
$1 is the amount agreed upon as the consideration for the contract
passing to Mrs. Roosevelt?

‘Mr. Fisn. It is so stated. .

Mr. VinsoN. You make no charge that Mrs. Roosevelt received,
personally, any sum in addition to that one dollar?

Mr. FisH. None whatever.

Senator Harrison. What was that answer? .

Mr. Fiss. None whatever. In fact, I don’t know that I have made
any charges really against anybody. I have stated the facts.

K'Ir. VinsoN. We understood that certain charges were to be made.
As I understand you, you make no such charges )

Mr. Fien. I have made no charges as far as I know against un’):-
body, and I am trying to supply information for action by the
committee,

Mr. VinsoN. Do you charge that any money that Mr, Lasker may
have received from the sponsors of the program, that $1,000 or any
part thereof is income that should be reported by Mrs. Roosevelt?

Mr. Frsu. I would have to answer that in a different way. Will
you please state the question again?

Mr. Vinson. Referring to the $1,000 that you say somebody
informed you was received by Mr, Lasker, do you charge that any
part of that money was income of Mrs, Roosevelt?

Mr. Fisu, Not the part that went to Mr, Lasker for profit. I
referred to the $3,000.

My, Vinson. Well, of course—— ‘

Mr, Fisn (interposing). I am not so sure that I can exactly make
that statement quite so afirmative, because 1 don’t know about this
$400 that went to Miss Nanoy Cook.

Mr, Vingon, Certainly that wasn’t Mrs. Roosevelt’s income?

Mr. Fisn, No; but it was not a profit earned by Miss Nancy Cook.
The other was arranged by Mr. Lasker as a part of his commission,
the other going to Miss Nancy Cook would be in the same category,
in my mind, perhaps in a little different degree, of gom%to charity,

Mr, VingoN. Do you charge that any part of that thousand
dollars was income to Mrs. Roosevelt? «

Mr, Fisn. If you want me to say that she never got the money
I am perfectly willing to say that. I 803? she earned the money and
she controlled tho money and she directed where the money should go.

Mr, Vinson, With regard to directing where the money should go,
this contract directed that?

Mr. Fisu. Cortainly, L
c Ml:"} Vinson. Is there anything in this contract about Miss Nancy

00

Mr. Fisu. Not o word.

Mr, VinsoN. You had before you some photostats, and I refer to
them and ask you if the photostats do not show-——

Mr, Fisn (interposing), Haven’t you got my photostats?

Mr. VinsoNn, Yes.

Mr, Fisn, Well, go ahead.

Mr. ViNsoN (conpinui%ﬁ. That the $3,000 payment made by Mr.
Lasker to the American Friends Service Committee and receipted for
by Mr, Clarence Pickett, scoretary of the American Friends Service
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Committee, then by some other somebody for Mr. Clarence Pickett,
secretary, is that correct?. 4

Mr. Fisu. So stated, yes.

Mr. Vinson. You say that during the present administration you
make no charge against Mr. Henry Morgenthau, Jr., Secrotary of the
Treasury, in regard to his tax returns?

Mr. Fisu. Since he has been Secretary of the Treasury,

Mr. Vinson. Now what charge do you present against him for any
tax roturn prior to the time he becamo Secretary of the Treasury?

Mr. Fisu. That he sot up these family trusts which have been so
exposod boforo your committes, like everybody else. I don’t claim
for a minute that that is illegal.

Mr. Vinson. What family trust has Mr. Henry Morgenthau, Jr.,
ever set up?

Mr. Fisu. I think you can find that out vory ocasily by asking for
his tax returns of 1929 and 1930. I think you will find that there is
a family trust set up in those tax returns, and it dealt with Photo-
Mat stock. :

Mr. Vinson. I am not asking what you thinlk,

Mr, Fisu. No, I am stating it to you.

Mr. Vinson. T am asking you as a witness who has made serious
chargos———

Mr. Fisu (intorposing). Exactly.

Mr, Vinson. Agninst Mr. Tonry Morgenthau, Jr. I am asking
you to state what family trusts My, Henry Morgenthau, Jr, has set
up at any time?

Mr. Fisir, T am stating to the gontloman, as I have already statod
to the committoo, that 1 have not accoss to anybody’s income-tax
returns, and I have made that statement on the highest and best in-
formation I know, from tho highest and best possible sources, and I
submit to tho committoe that if they want to disprove it, just call for
these tax roturns,

Mr. VingoN, Who gave you the information that ITonry Morgon-
tlmu,?Jr. , tho present Sceretary of the Treasury, over set up a family
trust

Mr. Fisi, That is whuat I have already stated to the committee
that I decline to answer and involve anyone else, but I have cheeked
it up with the man thut camo to seo me, and then I have _checked
him up through New York when I was there last weok, and I got tho
same result,

Mr. Vinson, IHave you ever seen the income-tax returns of M.
Morgonthau?

Mpr. s, Clortainly not.

Mzr. Vinson, Then your statement in regard to this particular item
as well as all other items referred to in your testimony-——

Mr, I'isu (interposing). Not at all—-—-

Mr, Vinson (interposing). Is based upon hearsay?

Mr. Iisi, Not at all, not all tho matters. This has to bo hearsay.

Mr. VinsoNn. I say, it is all based upon hearsay?

Mr. Fisi. If you want mo to admit that I have nover seon the
income-tax return, I have never soen it and could not see it, but I
am asking you as a member of the committee to call for those tax
roturns,

Mr, Vinson. But I am saying what you testified to is hoarsay?
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Mr. Fisn. How else could it be when I have never seen the income-
tax returns.

Mr. VinsoN. Of course, you are the witness,

Mr. Fisn. And you are the judge, and you are the one to find out
the facts after I have asked for them and I am claiming, not that this
committee is partial, I am claiming that the Treasury Department is
partial and has smeared every member of the Republican Party and
some Democrats also,

Mr. VinsoN. What are you doing in your testimony before this
committee, when all of your testimony is pure, unadulterated hearsay?
What are you doing but smearing?

Mr. Fisn, T knew what the gentleman was going to ask. 'The
gentloman has forbidden me to present writton evidence as to the
major allegation I proposed to make, .

Mr. VinNsoN. You certainly have the right at this time, and if the
right is not granted I ask unanimous consent that he submit in writ-
ing the proof to substantinte the statements that he has made.

Mr, Fisu, All right.

Tho CHAIRMAN. Any objection to the unanimous consent request?
The Chair hears none.

Mr. Fisn. L want the gentleman to understand what he is asking for,

Mr, VinsoN. I am asking for statements in writing to substantinte
the chavges you have made here in regard to Henry Morgenthau,
James Roosevelt, Mrs, Boettiger, Elliott Roosevelt, John 1., Lewis,
Harry L. Hopkins, Bernard Baruch, and Ben Smith.

Mr. Fsu, I did not mention Bernard Baruch,  You did.

Mr. Vinson, I did? :

Mr. Fisu, Yes,

My, Vingon, T thought you mentioned him before you mentioned
Ben Smith,

Mr. Fisu. T did not mention Mr, Baruch at any time. I understood
that you wanted to pormit me to prosent writton ovidence on the main
charge that I proposed to make here, which I am precluded from doing
in writing, That is what I propose to do in writ.in‘;. Now, you say
to me that is all hearsny evidence, I say to you that the main pro-
position is in writing, and definite proof to the second main proposition
about Mrs, Roosovelt, and that is in writing, and I do not propose to
have any member of the committee go out and say that all Il!mve said
hore is hoarsay ovidence, :

Mr. VinsoN, Outsido of tho contract you have referred to,

Mr, Fisu, If you want mo to admit that I have not seen any
individual tax roturn of any singlo individual of the United Statos-——

Mr. Vinson (intorposing). And you haven’t seen any trust agree-
ment sot up by Mr, Morgonthau?

Mr, Fisna, 1 haven’t seen tho income tax returns,

Mr. Vinson, And you refuse to tell us who gavo you that infor-
mation?

Mr. Fisn, I cortainly roefuse,

Mr. Vinson. You refer to certain intorchanges of stock in 1929 and
1930, is that the correct date?

Mr, Fisn, I think it is 1929 and 1930; yes,

Mr. Vinson, Certainly the present administration is not responsible
for the statutes o the books then,

Mr. Fisu. Exaoctly,

Mr, VinsoNn, What were thoso transactions?
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Mr. Fisu. Those transactions, as I have stated to the committes,
is the establishment of a family trust, exactly the same as the other
family trusts have been executed in the past, the transfer of stocks from
one party to the other in order to evade paying income taxes which
zvo d be required if one party held it, in order to lower the income

ax.

Mr. Vinson. Were the interchange of stocks and the family trusts
the same transaction, referred to the Secretary of the Troasury?

Mr. Fisu. That is what I understand.

Mr, Vinson. I thought you said something about the sale of stock
and then purchasing that back.

Mr. Fisn. I did. They were sold back and forth, as is the regular
custom between husband and wife.

Mr. Vixson. I will read to you, Mr. Fish, a section from the 1934
act, section 24—

ITEM8 NOT DEDUOTIBLE

(a) General rule.~In computing net income no deduction shall in any case be
allowed in respeot of —

And then:

(6) Loss from eales or exchanges of property, directly or indirectly, (a) between
mombers of a family, or (b) except in the case of distributions in liquidations, be-
tweon an individual and a corporation ih which such individual owns, dircetly or
indirectly, more than 50 per centum in value of the outstanding stock., For the
purposes of this paragraPh~(c) an individual shall be considered as owning the
stook owned, directly or indireetly, by his family: and %i) the family of an individ-
ual shall include only his brothers and sisters (whether
spouse, ancestors, and lineal descendants,

I say to you that prior to the enactment of that section you had no
provision that prohibited transactions between members of the family
and losses consequent therefrom. )

Mr. Fisn. T will say to the gentleman I never said they did.

Mr., VinsoN. You are making the statement.

Mr. Fisn. I never said they did and I have never impugned the
motives of ur(lly Person. I have never said any of these things were
illegal. T said they involve legal loopholes that existed, I have not
criticized them for doing it. I am saying if they are doing it, they
are doing it just the same as the Republicans do it.

Mr. VinsoN. The point is that this loophole was closed under this
administration in 1934, .

‘Mr. Fisi, You say it is closed, but testimony given before dyour
committee is to the offect that all kinds of family trusts are used, I
am sayin(f in principle it is proven before this committee that has
been used, : )

Mr. VinsoN. Now, Mr. Fish, in regard to foreign personal holding
companies, you refer to Mr. Morgenthau, Sr., and you refer to Mr,
James Roosevelt in connection with the setting up of foreign coi-
porations, foreign personal holding companies?

Mr. ¥isn, That is correct. - . ,

Mr. VingoN. What is the name of any foreign oorizratlon, personal
holding company or otherwise that was set up by Mr. Morgenthau,
Sr,, or by James Roosevelt?

Mr. Fisu, The information has come to me to the effect that this
Photo-Mat Co., which is a family corporation, was bought by Mr.
Morgenthau, Sr., either its rights or titles or whatever the matter is,

y the whole or half blood),
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and in order to evade large income-tax payments a foreign holding
corporation was set up.

Mr, Vinson., Who told you that?

Mr. Fisn. I am not making any statement as to who told me.

Mr. VinsoN. Then that is based ugon pure hearsay? ,

Mr. Fisu. Pure hearsay from reliable sources.

Mr. VinsoN. Does that also apply to the James Roosevelt personal
holding company in a foreign company?

Mr. Fisn. If tho gentleman means have I seen the personal holding
corporations, it does. If the gentleman will come to my office 1 can
gxive him the name of the gentleman’in this case, and he can subpena

m.

Mr. VinsoN. You can certainly give it to me right now, .

Mr. Fisu. Certainly, Mr. Darby, who lives at 30 Rockefeller Center,
New York City. He is a sort of——

Mr. Vinson (interposing). A sort of what?

Mr. Fisn. I will change that. First, he was recommended to me
by friends of mine and came to mK office and stated that he had in
his possession photostat copies of these holding companies in Nassau.
I haven’t seen copies of them. I asked for them to present to the
committee and he said that he was going to lecture this fall and he
was going to use them himself at that time, and that they were worth
money to him, and I was not in that business of buying materiel.

Mr. VinsoN, Did he want to sell them to you?

Mr, Fisn, And so I said ,“I want them now or they are no good to
me’’, with the result I haven't got them,

M. VINgON. How much was he askin% for them? .

Mr, Fisu. I am not saying how much he asked for them, but I am
saying you may ask for that.

r. VinsoN. What is his name?

Mr. Fisu. Mr, Darby. .

Mr. Vinson. What are his initials? L.

Mr. Fisn. I don’t carry it here, but I can give it to you.

Mr. VingoN. What is the address?

Mr. Fisu, 30 Rockefeller Center, New York. .

Mr. Vinson. So that is just a list of the personal holding companies
in Nassau? .

Mr. Fisn, I know he said he had photostatic-copies of Mr. James
Roosovelt’s personal holding corporations that he had set up in
Nassau, where they pay no taxes whatever, He also said that he
did not have a photostatic copy, but that he was informed that Mr.
Farley had a similar company. You cen ask him that,

é\dr. }?’!NSON. Do you know anything about Elliott Roosevelt’s tax
returns

Mr. Fsu. No; I don’t.

M., Vinson. You know just as much about that as you do about
any of the rest of them? .

r. Fisu. That is your opinion and it is not mine,

Mr. Vinson. In regard to the men gou mentioned after you leave
the Roosevelt family and the Morgent au family, do you present any
charge to the committee that any devices that have been referred to in
tho President’s messago and that have been under consideration here
before this committee have been used by any of these men?

870=-37=ept, Jm-2
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. Mr. Fisu. Of the people that I have mentioned, certainly, personal
holding corporations, foreign holding corporations, and this device of
the President’s wife to evade or to avoid tax income payment.

Mr. Vinson. Isaid after you leave the Roosevelts and the Morgen-
.thaus, with regard to these other gentlemen.

Mr. Fisn. Personal holding corporations plus foreign corporations.

Mr. Vinson. What personal holding companies or foreign corpor-
ations have been set up?

Mr. Fisu. I mentioned the name of Mr. Ben Smith, a campaign
contributor. I believe he set up a personal holding corporation in
Canada.

Mr. Vinson, What is its name?

Mr. Fisa. Not having seen his income-tax return—I think I know
the name, but I prefer not to hazard a statement on it,

Mr. Vinson. In a perfectly fair spirit, Mr. Fish, I want to ask you

if it is not true that instead of presenting proof in regard to these
thilr\lfs i:‘ou are merely asking that certain investigations be made?
- Mr, Fisu. I am asking you to call the tax returns of certain out-
standing Democrats, which I have every reason to believe, as I have
stated, include exactly the matters I have referred to, and at least
offset, as far as the public is concerned, the fact that a whole lot of
Repui)licans and anti-New Dealers have been set up as targets to be
shot at and smeared.

Mr, Vingon, Are you a lawyer?

Mr, Fisa, Na, sir; thank God, I am not, I don’t propose to
quibblo——-

Mr, VinsoN (interposing)., As layman—

- Mr, Fisu (interposing). I don’t propose to quibble on these matters
at all, and I don’t propose to be technical about it. The gentleman
knows what I am trying to do.

Mr. VinsoN. As a layman, do you think that testimony based upon
ure hearsay, probably upon hope rather than facts and proof, would
e competent in any court in the United States?

Mr. Fisu, If the gentloman wants me to say that I think that hear-
sny testimony is sufficient to have a person shot at dawn, I don’t
think so, but for the purpose of your committee to call for these
income-tax roturns, I think it is well and sufficient, and furthermore
I have presentod other information here and tho object of it all is to
flug the loopholes, My objeot and the impulse behind overythin

have said is to plug the loolgholes for everybody oqually. Second,
to stop as far as I can, this Roman holiday against the foes of the
Now Deal and include them all,  On that basis, I think the testimony
I have given is sufficient for your committee to act.

- Mr. Vinson. That is all.

Mr. TrReapwAy. Mr, Chairman, I don’t care to interrogate the
witness, but I would like to clear up the reference Mr. Fish made to
the lettor that he wrote me for presentation to the committee yester-
day. In his introductory remarks he referred to the fact that the
Mt‘etl;;e l:le had written to me was given to the press with one paragraph
omitted,

Representatives of the press beseiged us immediately following our
exeoutive session Xestor_dny morning. A member said to me that Mr,
Fish was prepared to give out the letter that he had written to me to
present to the committee, It scemed to me that in view of the fact
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that we had explicity passed a vote here in the committee to hear
Mr. Fish, with the omiesion of any reference whatsoever to the
President’s income-tax return, there was no occasion to include in the
letter, if the press wanted to use it, the paragraph referred to, which
was excluded by action of the committee., That is the reason I did
ask the press; in fact, I ran my pencil through the copy and I have
it here in my pocket with that Karagmph stricken through. That is
the reason why that paragraph was omitted, because it had been
directly acted upon in the executive session of our committee, and in
view of the attitude we took regarding the President’s returns, I
think that action was perfectly right and proper.

Mr. Fish at that time knew the conditions under which he was to
appear, and in addition to that he had accepted the terms that the
committee had made, in the presence of Dr. Crowther and Chairman
Doughton and myself. So that there was no occasion whatever, in
view of the attitude of the committee, to bring up the question of
the returns of the President which Mr. Fish desired to do. This I
think, is ample explanation of the position I took.

Mr. TrEADWAY, One question, if I may. Mr, Fish, during his
testimony, brought up certain names and said that the Republican
members of this committee should be particularly anxious to inquire
into these returns, I would like to ask Mr. Kish why he designates
the Republican members of this committoee as the ones who would be
particularly anxious to see those particular returns?

Mr, Fisi, 'Well, I am afraid, Mr. Chairinan, the gentleman from
Massachusetts was not following my remarks very closely,

Mr, Truapway. I followed every word of them, sir. -

Mpr, Figa. And the statement which I made, which is in the record
a8 taken down by the stenographer was to the effect that the Repub-
lican members, the minority members, should look into and investi-
rato the question of the payment of those sums of monoy for the

emocratic campaign books, that if it was not a cam}mign contribu-
tion, then it was sold for pl'ofit and income taxes should be paid upon
it. That is what I asked the Republican members to investigate,
and nothing else. .

Mr, Treapway, Well, Mr, Chairman, perhaps Mr. Fish feels that
we are here in a partisan sense. I don’t feel so at all,

Mr, Fisn, Well, that is obvious,

Mr. Treapway, I don’t think the gentleman has offered any ex-
planation of why he emphasizos that certain' Republicans should be
particularly anxious to sce certain returns,

Mr. Fisx, I nover made that statement. I won’t have you put
words in my mouth, _

Mr. Treapway. Well, the stonographer can ropeat what you said.
I m:lx willing to stand on what you said. I don’t know the exact
words, : ,

Mr, Fisn, Thatis all I ask for, I won't quibble about it with you,
but I know what I said.

Mr, TreEapway, I felt the gentleman intimated there was a parti-
son display here, of which we Republicans ought to take advantage.
Now, if the gentleman’s allegations are within the scope of this tax-
avoidance investigation, every member of the committee is, or ought
to be, interested in them, not the Republican members oniy.
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Mr. Fisn. I referred to the campaign contributions, and I think
on that basis Republicans are primarily interested.

Mr. TrReapwAY. Well, of course we all have the right to our indi-
vidual opinion.

Mr. Fisn. That is exactly why I am here.

Mr. TrEapway. If these Democratic contributions take on the
nature of tax avoidance, every member of the committee is just as
anxious to investigate as the Republican members, in my opinion.

b Mr. Fisu. You have greater faith in the Democratic Party than I
ave.

Mr. TreapwAy. That is a zero figure, I will admit.

Mr. Fisu. Well, that is not saying a thing,

Mr, TreEaDWAY. That is all, Mr. Chairman,

The CurairMAN, If there are no further questions the witness may
be excused.

Witness excused,)

he CuairMan, I 'announced at the outset of the hearing, and it
has been agreed all the way along by the committee, that any person
or persons whose name or names were brought into these hearings
as having avoided or evaded the payment of taxes, would be granted
a hearing. I notice in the audience the Secretary of the Treasury,
the Hon, Henry Morgenthau, Jr., whose namo has been brought
out by the witness this morning. Mr. Morgenthau, have you any
response to the testimony that has been given this morning.  If you
have, you may come forward, if there is no objection by the committee,

STATEMENT OF HON, HINRY MORGENTHAU, JR,, SECRETARY OF
THE TREASURY

Mr. MoraenTHAU, Mr, Chairman and members of the committee,
Mr. Fish has made cortain statements before you, and I feel that as
Secretary of the Treasury and on.account of the great financial respon-
sibilit{ which my position calls for, I would be more than pleased to
furnish the committee with my returns, my wife’s returns, and my
father’s returns, and after the committee has examined them, if there
is the slightest thought in their minds that those returns are in an
way not honestly made, I would be glad if the committee would as
me any questions and I will be more than pleased to answer them,

The ChuairmaN., We thank you, Mr. Secretary. Is there anyone
elso prosent whose name has been brought out in this hearing this
mornini or mentioned by the witness who might have anything to say?

. Mr. A, HarpiNg PavL. I don’t know whether that includes repre-
sontatives of persons whose names have been called or not. I am an
attorney representing the New York Sun, Inc., whose name was
brought out in these proceedings as being one who avoided or evaded
the payment of taxes by questionable means. '

The CHAIRMAN, Do you wish to make a statement?

S Mri Pavr. I wish to make a statemont on behalf of the New York
un, Inc.

The Cramman, Without objection you will be heard. Give your
full name and address and capacity in which you appear.
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STATEMENT OF A, HARDING PAUL, ATTORNEY RxXPRESENTING
. NEW YORK SUN, INC,

Mr. PauvrL. My name is A. Harding Paul. I am an attorney in
Wnshin%ton, D. C. 1Irepresent the New York Sun, Inc.

The President of the United States, in his message to Congress,
outlined the purpose of this investigation which was subsequently
made under a b}int resolution of Congress, The Secretary of the
Treasury, Mr. Morgenthau in addition outlined the purpose of the
investigation, as did the Under Secretary of the Treasury, Mr. Magill,
It was, in a word, to put pitiless publicity upon questionable methods
of avoiding and evading taxes, and only those glaring examples of the
avoidance or evasion of taxes were to be presented to the committee.

The name of the New York Sun, Inc., a personal holding company,
less than 50 percent of the value of tho stock of which is owned by
William T. Dewart and his family, was presented to the committee.
The New York Sun, Inc., by no means questionable or otherwise
avoided or evaded the payment of any of its taxes. Neither did the
members of the Dewart family nor any of the employees of the New
York Sun, Inc,, save or diminish in any way by means of filing a
personal holding-company tax return or otherwise, any taxes which
were ethically, morally, or legally due.

t%\/Ir. ?Vmson. You say they did not file a personal holding-company
return

Mr, Pavr, I said they did not evade or avoid taxes by means of
ﬁlilr\\f any personal holding-company tax return,

r. Vinson. But you did not say they did not file personal holding-
company return, because they did, didn’t they?

r. Paur, I understand, Mr. \}inson, that the committee was not
receiving the names of every corporation which filed personal holding-
company tax returns, but only those companies or names of taxpayers
w}rlho, by questionable means, evaded or avoided their proper share o
the tax.

Mr, VinsoN. The point is that the press has carried the statement
that they did not file a personal holding-company return, and your
statement, when you view it very closely you can see did not follow
the statement in the press. What I want to bring out clearly was
th;zt the New York Sun, Inc,, did file a personal holding-company
return, : : ,

Mr. Pauvr. They did, and I may say they did it upon my advice.
There was & question as to whether or not they were responsible for
filing a holding-company tax return, but resolving all doubts in favor
of the Treasury, they filed such a return. .

Mr, Vingon. Then any statement that has appeared in the press
that they did not file a personal holding-company return is inaccurate?

Mr, PavL. It is inacourate, because they did file such a return,

Mr. VinsoN, What is the form number of the personal holding-
company return, do you recall it? .

r. Pavr. I will tell you in a minute. )

Mr. Vinson, It has a particular number, hasn’t it?

Mr, PavL, Form 1120-H. . )

Mr. VinsoN. Now, the return to which you refer is the New York
Sun, Inc.?

r. Paur, That is right.
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Mr. VinsoN. Of what does its assets consist?

Mr. PavL, Its assets consist of stock of the Sun Printing & Publish-
ing Association, the Mohican Stores, Inc., Ritter Bros., and miscel-
laneous items.

Mr. Vinson, Is that stocks?

Mr. Pavur. Principally stocks.

Mr. Vinson. Who owns the common stock of the New York Sun?

Mr. Paur. I may say to the committee that I am prepared to dis-
cuss all phases of this corporation’s affairs.

Mr. Vinson. I am just asking about one phase of it at a time.

Mr. PavL. But I am not prepared, and I don’t know whether T
even have all the papers necessary to discuss every phase of this ques-
tion. When this committee first constituted itseif, it was announced
in the press, at least, that each member whose name was to be presented
would either be subpenaed or invited to appear, and we have awaited
an invitation, and it was only bacause apparently this committee was
about to close its proceedings——

Mr. ViNsoN (intrer{)osing). Now, Mr. Paul, did you make a request
to the chairman of the committee for your appearance?

Mr. Pavr. I only made the request at this time, Mr. Vinson,

Mr. Vinson. I know, but prior to this time?

Mr. Pavr. No, because it was never suggested that anybody whose:
name was presented might appear and make a statement, but if yow
want me to give you some accurate figures as to stock holdings, I say
I haven’t that paper before me.

Mr. VinsoNn. I am asking you the question if all the common stock
of the New York Sun is not owned by the News-Art C'o., a corporation?

Mr. Pavurn, Noj; that is not true.

Mr, Vinson, What percentage of the common stock is owned by
this personal holding company, the News-Art Co.?

Mr. Pavrn, To my knowledge, not one share.

Mr. Vinson., What is the News-Art Co.?

Mr. PavuL. I have never heard of it.

Mr. Vinson, What is the name of the holding company that owns:
the common stock or a considerable part of the common stock of the
New York Sun?

Mr. Pavr. The C. W. H. Corporation owns approximately 60 per-
cent of the common stock of the New York Sun, Inc,

Mr, VinsON, Is that a holding company?

Mr. PauL. Yes; that is a gersonal holding company.

Mr. Vinson. That is the C. W',

Mr. Pavn. C. W, H. Corporation,

5 M?r. Vinson, What other stock issues are there in the New York
un

Mr. Pavw. There is a 3-million-dollar first-preferred stock, 8-per-
cent-dividend stock, of which over 2 million dollars is outstanding.
There is a 2-million-dollar second-preferred stock of which all or
practically all is issued. There are also bonds outstanding.

Mr. Vinson, What family was it you mentioned owned a consider-
able portion of the New York Sun?

Mr. Paur. The Dewart family, William T, Dewart,

Mr. Vinegon, Dewart family?

Mr. Pavr. Yeos, sir. o

Mr. Vinson. Have you heard of the Dewart Corporation?

————
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r. Paur. I have not.

Mr. VinsoNn. Then you are not able to say how much of the common
stock of the New York Sun is owned by the Dewart Corporation?

Mr. Pavr. I am able to say that not one share is owned by them.

Mr. VinsoN. Not one share?

Mr. PavL. Yes, )

Mr. Vinson. All right, thank you. What proportion of the stock
of the New York Sun does the Dewart family own?

Mr. Pavn, Loss than 50 percent in value of the outstanding stock.

Mr. Vinson. Well, now in value——

Mr. Paur (interposing). That . what the personal holding com-
pany relates to. That is the only detailed information which I have
with reference to it.

M?r. Coorrr. How much of the common stock does this family
own

Mr. Pavr. The family itself owna veory little.

Mr. Coorer, Well, how much?

Mr. Pavw. I don’t know how much, but it is a fractional amount of
the hundred thousand shares outstim(iing, but the C. W, H. Corpora-
tion, a holding company whose stock is practically owned entirely by
the family, owns close to 60 percent of the total number of shares,

Mr. Coorer. In any event, there are one or more personal holding
companies connected with the Now York Sun, that is true, isn’t it?

r. PavL, Yes,

Mr. Coorer. And that was the information given by the Treasury
Department?

Mr. Paur., No, that was not,.

Mr, Coorer. What was the information?

Mr. Pavn. The information was that the New York Sun, Inc., by
questionable means avoided or evaded its taxos.

Mr. Coorer. I doubt whether you are justiied in putting that
interpretation on the testimony here. Just certain facts were pre-
sented to the committee from tho records of the Treasury Depart-
ment, and I know of no witnoesses using the word “questionable.”
ThNety simply presented the facts here,

r. PauL. Ihave the Congressional Record here, which I think——

Mr. Coorer (interposing). Well, the proceedings of this committee
do not appear in the Congressionaf Record,

Mr. Pavrn. No, but the statement of the chairman of the com-
mittoe is as follows, in answer to Mr. Fish’s statement appearing
in the Congressional Record of June 30. In part of his statoment he
said the following [reading]:

Dr, Magill, Under Seoretary of the Treasury, is one of the moat able and fairest
men I have ever known connected with any dopartment of the Government,

Mr. Coorer. We admit that.

Mr. FisH. I accept that, too.

Mr, TrREADWAY. 1t is unanimous,

Mr. Pavun (continuing to quote):

In his oponing romarke before our committeo he mado this statement: “We—
That is, the Treasury Department—

asked the revenuo agents in charge in each of tho 38 intornal-revenue districts
to submit full inforination of an?' new forms of tax avoidance which had come
to their attention, and of any existing loopholes in the revenue laws which were
causing & substantial loss of rovenue. Particular attention was devoted to those
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major distriots in which the increases in incomes reported had been significantly
leas than the average increase for the country as a whole. The cases thereby
collected were carefully analyzed, and further investigation made when necessary.

*Dr. Magill has stated to me, in addition, that in every instance where there
were indications of tax avoidance and evasion by some questionable means, either
taking some questionable advantage of the present law or in violation of the
present law, the cases, without regard to party or to section, were reported to
the Treasury Department.”

Now, I submit that is the aegis under which this committee is
oporating, and that not every personal holding company has been

resented, the name of every taxpayer who has taken deductions
rom the.gross income of his return has not been presented. The
New York Sun, Inc., did nothing illegal, unethical, or immoral or
questionable, and it was only to get the committee’s attention to
that fact that I arose,

The CuairMaN. Whether it is a matter of question, it might be a
matter of opinion, might it not? )

Mr. PavuLr. I submit that that is debatable, and I am in position to
debate. I imagine that so far as the revenue is concerned you are
interested in whether or not any tax was saved by anything that the
New York Sun, Inc., did, and I feel that question can be debated, and
I believe that when you have the facts before you, you will find that
because the New York Sun, Ino., was incorporated and because of the
provisions of section 351, the Government of the United States got
grobably $60,000 more taxes than it would have received had it not

een in existence; that is, had the New York Sun, Inc., not been in
existence,

Mr. VinsoN. Mr. Chairman?

The CHalRMAN. Mr. Vinson.,

Mr. VinsoN. You have the New York Sun and then you have the
Dewart Corporation?

Mr, PauL. There is no Dewart Corporation I have ever heard of.

Mr. Vingon. Any other corporation that you know about that the
Dewart family have used in regard to any matter?

Mr. Pavn, I don’t know what you mean by that. There are
certainly other corporations the Dewart family is interested in.

Mr. VinsoN. In which any stock of the New York Sun found its
waglmto their corporate treasury—that is what I mean?

r. Paur. As 1 have said, the C. W. H, Corporation owns a con-
trolling interest in the common stock and second-preferred stock of
the New York Sun, Ine.

Mr. Vinson. Is there any other corporation that you know about
that owns any of the stock of the New York Sun?

Mr. PauL, Not that I know of.

~Mr. Vinson. How much of the common stock of the New York
Sun does the Dewart family own or control?

Mr. Paur. You mean through the C. W. H. Corporation? '

Mr. Vinson. Through the C. W. H., by themselves individually, or
through any other arrangement, )

Mr. PauL. Less than 50 percent in value of all the stock. It is
necessary to add individuals who are not connected by family to the
Dewart family in order to make them file a personal holding-company
tax return. . :

Mr. VinsoN. Do they have any close associates——

Mr, Pavur, Oh,yes.
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Mr. VinsoN. That they use for that purpose?

Mr. Pavr. No. They are not used for that purpose. I would
hardly think that they would consider themselves flattered by the
term ‘‘used.” They have been for years vital individuals connected
with the New York Sun, Inc., very efficient and well-paid newspaper-
men.

The CrairMAN. I am sure the committee is pleased to have given
you the opportunity of coming and explaining these matters in the
manner you have done,

Mr, PavL, Ithank the committee.

The CHAIRMAN, Is there anything further?

Mr. TrREADWAY. Mr. Chairman,

The CaairMAN. Mr. Treadway. . .

Mr. TrReaApWAY. Before we adjourn, may I submit an inquiry?

The CHAIRMAN. Is it & question of the witness?

Mr. TrReaADWAY. No; not of the witness, but of the committee
itself. In view of the very fair statement the Secretary of the Treasury
made, I would like to know whether we expect to ask for the returns
that he has offered to submit. ‘

The CHAIRMAN. The Chair is rather of the opinion, Mr. Treadway,
that so far as calling for any returns, I am sure that on my part there
isno objection. That, however, is a matter we can more appropriately
discuss in executive session. Would that be agreeable? )

Mr. TReapWAY. Yes; if there is no intention that this meeting is
the final meeting of the committee to act regarding any returns that
have been referred to in the course of the hearings. .

The CuamrmaN, Certainly that is not the intention, The meeting
will be open. .

Mr. TrREaADWAY. And, of course, in view of the Secretary of the
Treasury’s own statement, it seems to me we should avail ourselves
of what he has volunteered,

he CHAIRMAN, The Chair has no thought there would be any
objection to that. s

r. TREADWAY, But I am perfectly willing to forego any request
until we go into executive session.

The CrarrMAN, The Chair has no thought that there would be any
objection regarding those or any other returns, or anything else that
anK,Imember of the committee desires,

r. TReaApway, Those or any other returns that anﬁ' member of
the committee might see fit to ask for? I personally think I shall want
to ask for some returns to be presented.

The Cuairman. If there is no objection, the committee will now
stand in adjournment until Tuesday morning at 10 o’clock.

(Whereupon, at 11:05 a. m., the committee adjourned until Tuesday,
July 13, 1937, at 10 a. m.)
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TUESDAY, JULY 13, 1087

JoINT ComMITTEE ON TAx JEvASION AND AVOIDANCE,
Washington, D. O.

The i’oinb committce metk’pursuant to adjournment, in the hearing
room of the Committee on Ways and Means, in the New House Office
Building, at 10 a. m,, Hon, Robert L. Doughton presiding.

The Cuamman. Tho committee will please be in order.

Mr. Rooseverr, Mr, Chairman,

The CnairmaN. Mr. Roosevelt,

Mr. Roosiverr, May I have the })riviloga?

The Cnamrman. Mr, Roosevelt, if you have a statement to make
please give the stenographer your name and address,

STATEMENT OF JAMES ROOSEVELT

Mr. RoosuveLr, My name is James Roosevelt, I reside at 3331 O
Street, Washington, D, O,

The CHAIRMAN. Do you desire to make a statement, Mr. Roosevelt?

Mr. Roosevert, I would like that privilege.

The Cunamman, Without objection you may proceed.

Mr. Rooskverr, On July 9 Congressman Fish T beliove appeared
before this committee and made in substance the statement that a
certain Mr. Darby had in his possession photostatic copies of my
connection with o foreign personal holding company, T beliove he
stated in Bahama or Nassau, I would simply like altfmugh T under-
stand that Mr, Darby has since denied that he had such information
to Put into the record the fact that neither now nor at any time have 1
either directly or indirectly ever had any connection with any personal
holding compni\ir in any foreign land whatsoever.

Thank you, Mr, Chairman,

Thoe CHAIRMAN. Are there any questions by any members of the
«committeo? )

Mr, TreapwAY, May I submit one or two inquiries to Mr, Roose-
‘velt? Is it agreeable to you, Mr. Roosevelt?

Mr. Roosevert, It cortainly is, sir,

Mr, TreapwAY. You gave your residence as Washington, D, C.?

Mr. Roosevent, At the present time, sir, I am working down
here in Washington, .

r. TREADWAY. I assumed that you had some connection here,
Where is your logal residence as being?

Mr. Roosevernt. In Brookline, Mass.

Mr, Treapway. 1 was interested in that foature of whore you re-
%uorctod ?your residence, Are you actively engaged in business in

ston

361
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Mr. Rooseverr, I am not at the present time; no, sir.

Mr. TreapwayY. For a time you were?

Mr. RooseverTr. I have been; yes.

Mr. TreaADWAY. What was the nature of the business?

Mr. RooseveLT. I was in the insurance business.

Mr:?TnEADWAY. Representing certain companies or as a general
agent

Mr. RooseveLr, No, sir; as a broker, sir.

Mr. TreapwAY. You had no firm connection or corporation con-
nection, sir?

Mr. RooseveLr, I have, sir, I have a corporation called Roose-
velt & Sargent, Inc., of which I was an officer,

Mr. Treapway. Roosevelt & Sargent?

Mr. Roosevert. Roosevelt & Sargent,

Mr, TreapwAay, Was there ever a firm by the name of James
Roosevelt & Co.?

Mr. Rooseverr. No, sir; there was not,

Mr, TrEapwAY. “Roosevelt & Sargent” is the only firm name
under which you ever did business?

Mr. RooseveLr., That is correct, sir.

Mr. TrEapwAY, Did you solicit insurance of any kind from the
large corporations in Boston?

Mr. Rooseverr, I certainly have; yes, sir,

Mr, TrEapwAY. And you were successful in securing their business?

Mr, Roosevert, Somewhat successful, .

Mr. TreapwAay, Well, that is rather bogging the question—satis-
factorily successful—let’s Pub it that way.

Mr, Roosevenr, Well, I did the best I could—I will put it that way.

Mr. Treapway, Yes; and probably your partners did not object to
their share of the proceeds of the commissions, did they? The firm
was pretty well satisfied too? )

Mr, RooseverT. I think they were probably trying to do the best

they could, along with the rest of the members of the firm,

+ Mr, TrReapway, Had you had very much experionce in the insur-
ance line before you sot uY this line of businees in Boston? .

Mr, Roosevrwnt. Shall I go into the details of my insurance history?
I will be glad to if you want me to.

. Mr, TREADWAY, atevor answer you ocare to make is agreeable
0 me.

Mr, Rooseyenr, When I graduated from colle%e end during m
time in law school I was married to my present wife, and I decidod
would try to carn my living, and so with the help of the dean of the
Law School I secured a job in the insurance business in Boston, where
I was an omployee of that company.

Mr. Treapway., How many years ago was that?

Mr, Rooseverr, That was the fall of 1930. I have been inthe
insurance business ever since,

Mr, Treapway, Would you mind giving us a list of some of the
corporations to whom you sold group insurance or generalinsurance?

Mr. Vinson. Mr, Chairman,

The CuammaN, Mr, Vinson.

Mr. Vinson. For the life of me I can’t see where this is relevant.

Mr, TreapwayY. I know where it is leading.

Mr, Vinson. I mean the question of relevancy. I am glad to
know just when he started in the insurance business,
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Mr. TrEapwAY, Does the gentleman object to my making in-
quiries?

Mr. VinsoN. I just can’t understand.

Mr. TrREADWAY. Perhaps with a little better comprehension and
mentality you will understand in the future,.

Mr. VinsoNn. Of course, the gentleman from Massachusetts is able
to inform us, I know; I realize that. I object, Mr, Chairman.

Mr. TreapwAYy, To what? -

Mr. Vinson. To his asking for a list of people to whom Mr. Roose-
velt sold insurance,

Mr, TrEADWAY, Then, Mr, Chairman, in view of the gentleman’s
objection I make this request, that Mr, James Roosevelt submit his
income-tax reports to this committee for the 5-year period since he
went into business in Boston.

Mr. Rooseverr, I will be very glad to do so.

Mr. Coorrr. Mr. Chairman, I move the request be held in abey-
ance and treated the same s ail other requests,

Mr. TrEADWAY, 1 have made the re?{uest of the committee and of
Mr, Roosevelt, and I understand Mr. Roosevelt'did not object.

The Cnamrman. The suggestion of Mr., Cooper was that it be
determined in executive session,

Mr. Treapway. The gentleman from Kentucky is so anxious to
know the relevancy of the questions being asked that I must ask that
the returns be submitted. .

The CuairMAN, Proceed with your inquiry, please.

Mr. TreapwAaY, The gentleman from Kentucky objected to the
inquiry I was making of Mr. Roosevelt. :

he CrairMAN. Then you propounded another question; you
re?uested that the income-tax returns of Mr. Roosevelt be presented
before the committes, and Mr. Cooper suggested that be done in
exocutive session, and
satisfactory. )

Mr, TrEADWAY, Noj; it is not satisfactory; but you have the power
to enforce it. .

Tho CrairmMaN, I am not talking about power.

Mr, Coorer, 1 make a motion that the request be treated and
considered by the committee in executive session, as all others have,

The CrammmaN, You have heard the motion, _Allin favorsay “aye,”

(The committee was thereupon polled, and a muiontly voted in
favor of the motion of Mr. Cooper, Mr. Treadway voting “no’.)

The CuairmMaN. The motion is agreed to. )

Mr. Treapway. Then do I understand, Mr, Chairman, that my
interrogations of Mr. Rcosevelt are objected to, on the request of the
gentleman from Kontucky, and that any further consideration of any
inquiries and particularly the last request that I made should be
brought up in executive session? . \

The CHAIRMAN. As far as the motion for income tax returns is con-
cerned, that is the decision of the committee. That is the Chair's
understanding, Are there any other questions you would like to
prcl)&ound? .

r. TReADWAY, It would lead to the same end if I were to continue
the inquiry and 1!)robably Mzr. Vinson would continue to objeoct.

Mr. Vinson. L won’t object to any relevant questions,

Mr. Treapway. Who decides what is relovant?

the Chair asked you if that would not be
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Mr, VinsoN. The Chair,

Mr. TREADWAY. If you want me to continue my interview with Mr.
Roosevelt, the questions I was asking when I was interrupted—if he
would care to present the names of some of his largest clients——

Mr. VinsonN (interposing). I will object to that.

Mr. TrReapwAY. Is the objection sustained by the Chair?

The CHAIRMAN, Yes; the &Jhavir sustains the objection.

Mr. Treapway. I thought probably he would.

The CHAIRMAN. Proceed with your inquiry, That has no relevancy
whatsoever,

Mr. TrEapwAY. I consider that it has, I assume, Mr. Roosevelt,.
you have made your income-tax returns?

Mr. RooseveLT, I have, sir,

Mr. TREADWAY. And those income-tax returns will show the com-
missions you have received from lursze corporations, like Idison
Corporation and various others I could mention?

r. RoosEVELT. As to the gentleman’s question I have submitted
to the Treasury Department, as every lawful citizen does, my income
tax retumn,

Mr. TrEeapwAY. For the years I am inquiring about?

Mr. RoosgeveLr, I have, sir.

Mr. TreapwayY. So that if the committee at some future session
acts favorably on my request to examine those returns the answers
will naturally appear to the questions I am asking?

Mr. RooseveLT. I should think that is correct.

The CHAIRMAN. Any further questions?

Senator Lo ForLLerrr, I understand, Mr. Roosevelt, from your
responses to the questions of Representative Treadway, that you
personally have no objection to answering any of the questions which
were submitted or to com‘)lyinp; with the request of the committee
if it should be made, for the submission of your income tax returns?
Is that your position?

Mr. RooseverLt, No objection whatsoever, sir.

The CuairMAN, Any further questions? If not, we thank you,
Mr. Roosevelt, for your statement,.

Mr, Rooseverr, Thank you, Mr, Chairman, very much,

The Cuamman, Mr. Magill, we are ready to proceed with any-
thing you have to bring before the committee.

Under Secretary MaaiLL, Mr. Chairman, you recall that there is
a series of matters about which various members of the committee
have asked for further information which we have available this
morning, at your pleasure., I can take them in any order you wish,
One is the request of Senator La Follette for certain information with
respect to personal holding companies which had been discussed at
an executive session of the Senate Finance Committee a year ago.
That information has been prepared by Mr. Rogge, and if it is the
committee’s pleasure it might be presented at this time. .

In addition to that there are a number of other similar matters which
we have available to put into the record or to discuss as you see fit.

The CuarrmMaN. Give your name and address to the reporter and
make your statement. . Before arou roceed I will offer for the record
a telegram from Jossio Hall du Pont relative to some testimony
brought before the committee, together with a statement from Mr.
Kent, of the Treasury Department. Without objection that will be

inserted in the record.
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(The matter referred to is as follows:)

. JACRSONVILLE, FLaA., July 271987,
Hon. RoBirr L. Douanron, :
Chairman, Joint Congressional Commillee on Tax Mallers,
Washington, D. C,

Dsar Sir: I observe from the {mblic press that Mr. Arthur L. Kent, of the
Treasury Department, recently testified before 1y;om- committee with respect to the

ont to Nemours, Inc,, of certain
property in Delaware known as Nemours and the subsequent transfer to that
corporation of $2,000,000 of securitics, The statement of Mr. Kent and the
inferences to he drawn from it are misleading and unwarranted.

The securities in question were not transferred to Nemours, Inc., until 1929
about 3 years after Mr. du Pont had built a home in Florida, moved into it, and
had become a resident of that State and had established his office and business
there. Not a dollar of the income of Nemours, Ine,, or fromn the securities above
mentioned was over used in the payment of any household e.\'lponse of Mr. du Pont
or of any member of his family, Mr. du Pont had expected in his lifetime to con«
struct upon a part of the Delaware property mentioned above, the first union of
a hospital, the primary purpose of which would be the care and treatment of
crippleg i%hlldren. First the depression and then his sudden death intervened to
provent it,

But by his will Mr, du Pont made provision against thoge contingencies, His
last will not only made provision for the construction of the hospital upon part
of the property at once but it dedicated after my death the whole of the property
and the income from most of his fortune to the perpetual maintenance and opera~
tion of the hospital and the dgrent work that it {s designed to do. It may interest

ou to know that sinece Mr, du Pont’s death his oxecutors and trustees acting under

he will and through an approfprlate foundation created for that purpose have
caused Nemours, Inc,, to transfer to the foundation a part of the property men-
tioned above as the site for the first unit of the hospital and have set aside from
the principal of his estate $1,000,000 for the construction and equipment of that
first unit. They have employed one of the foremost orthopedic surgeons in this
country as medical director of it, i, e., Dr. A. R. Shands, Jr., late of Dukoe Univor-
sity, and have commissioned architects to prepare final plans for the immcdiate
construction of it.

As stated above, not a dollar of the income of Nemours, Inc., was ever expended
for tho household oxronsoa of Mr. du Pont or his family, Every dollar of it was
expended In improving, beautifying, and maintaining the property overy foot of
which will oventually be forever devoted to the charitable purposes above men-
tioned and kept up and maintained for such purposes under the terms of his will,

Mr, du Pont's attitude toward the foundation is illustrated by a quotation
from the last paragraph of the last codioll signed by Mr, du Pont just a fow months
before his death, ~Ho there said:

“T'his proposed foundation has been substantlally provided for in every will I
have excouted for tho last 10 years more or less. Its ultimate interest in my
estate largely 1motivates my continued diligent attention to my financial affairs
* % w in fact the croation of this foundation has been and is entirely my own
fdea formulated many years ago. TFor that reason that it has been my firm con-
viction throughout ll}‘o that It Is the duty of everyone in this world to do what is
:vhltltlln 3'5 powor to alloviate human suffering, and I have sedulously striven to

at end.

1 ropeat that the statement of Mr. Kent and the inferences to be drawn from
it are misleading, unwarranted, and unjust.

Yours very truly,
Jessin Barr pu Ponr,

SUPPLEMENTAL BTATEMENT BY TREASURY DEPARTMENT RELATIVE TO THE OASE
OF NEMOURS, INC.

There s nothing in tho tologram of Mra, Jessie Ball du Pont which requires
revision of the provious atatement made by Mr, Kent on this case, The faot that -
Mr. du Pont intended to sot aside the manslon in Wilmington for charitable pur-
poses s logally irrelevant to tho fssucs involved in the case, Had Mr, du Pont
rotained title to tho property instead of vesting title in Nemours, Ino., the expenses
of oporation and maintenance thercof could not have been deducted on his per-
sonal return under the law, whether he personally occupled the property or not,
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unless it were rented to third parties in order to produce income. As the telegram
ﬁ?nt:iits, no actual gift of the property to charity was made during Mr. du Pont’s
etime,

The CuArrMAN. You may proceed, Mr. Rogge.

STATEMENT OF 0. JOHN ROGGE, SPECIAL COUNSEL, SECURITIES
AND EXCHANGE COMMISSION

Mr. Rogee. Mr. Chairman and members of the committee, please,
my name is O. John Rogge, special counsel, Securities and Exchange
Commission, on loan to the Treasury Department to aid it in the
preparation of material to be presented to the committee to aid it
In its investigation into tax evasion and avoidance,

The CHarRMAN, Do you prefer to make your statement without
interruption?

Mr. Roaar. No; if the committee please, I don’t mind questions
as I go along. However, I make this qualification: I may not be
able to answer the questions, and in that event I shall take the privilege
of passing the ball either to Mr. Magill or Mr. Oliphant.

he CHAIRMAN. If you desire someone to assist you, I am sure there
will be no objection to that.

Mr, Roaae, At the hearing on Thursday, June 24, 1937, this com-
mittee requested the Treasury Department to supply it with all avail-
able information relatiri% to the personal holding companies covered
in the hearings on the Revenue Act of 1936 before the Senate Com-
mittee on Finance, sitting in executive session.

We call the attention of this committee to the fact that we had
sought to limit our presentation of cases in this hearing to those
upon which we had relatively complete information. However, the
committee indicated to us that its wish and its request was that we
furnish information on holdmg-compnny cases covered in the hear-
ings before the Senate Committee on Finance in 1936 even though
as to some of them our information might be relatively incomplete.

We have made a diligent effort to comply with the committee’s
request. Pursuant to that request we made an examination of
parts 4, 5, and 6 of the printed report of the hearings on the Revenue
Act of 1038 before the Senate Committee on Finance. We have
taken therefrom each individual name and tried to ascortain which
of such individuals had holding companies, We also tried to ascertain
which of the corporations mentioned in parts 4, 5, and 6 of the printed
report either were holding companies or were owned in large part by
individuals who utilized personal holding companies.

We again emphasize to the committee the problem of the Bureau
in connection with the assembiy of returns in respect of investigation
of personal holding companies. It is necessary to interconnect indi-
vidual and corporate returns, which, while related in terms of bene-
ficial ownership of income, contain no data on their faco leading to
immediate determination of cuch beneficial vwnership, Individual
and personal holdinﬁ returns are ofton filed in widely separated col-
lection districts and it is & prolonged underteking to obtain the
information necessery for present purposes. The proper assembly
and connection of these returns is a major administrative project.

That was called to the committee’s_attention bf' Commissioner
Helvering, and in the brief experience I have had 1 can repeat the
observation, :
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Our search in response to the committee’s request has resulted in
obtaining ‘a number of personal holding companies. Some of this
number have already been discussed at this hearing and these were
eliminated from this group. As to the remaining personal holding
company cases, we then made every effort within the time at our dis-
posal and with the sources of information at our immediate command
to collect the available facts. The facts which we were able to gather
on those cases we now present in this statement and in the accompany-
ing schedule A,

(Schedule A, under the title “Personal Holding Companies—Infor-
mation Requested by the Joint Congressional Committee on Tax
Evasion and Avoidance”, will be found on pp. 422, 423.)

Mr, Roaar. These cases not only further establish the desirability
of eliminating the 20 percent deduction provided for under section 351
(b) (2) (A), the deduction for debt retirement provided for in section
3561 (b) (2) (B), and the deduction of losses from sales or exchange of
capital assets as provided by section 351 (b) (3) (C); but some of them
also present a strong argument for a material reduction of the 80 per-
cent of gross income requirement in section 351 (b) (1) (A).

The first case on schedule A is that of Advertisers’ Finance Corpo-
ration, organized on March 24, 1932, under the laws of the State of
Delaware, and M. E. ¥, Corporation, organized on the same date
under the laws of the same State. Both of these personal holdin[g
companies are located at 919 North Michigan Avenue, Chicago, IlI,
The dominant figure in these companies is Albert D, Lasker, of
Chicago, president of Lord & Thomas, Inc., a national advertising
agency. The balance sheets of these corporations show that for the
years 1934 to 1936, inclusive, almost all of their assots were securities
although in 1934 and 19356 Advertisers’ Finance Corporation carrie
a relatively small item of good will. The dividends received sched-
ules on the returns show that a major portion of the securities holdings
of each company was stock of Lord & Thomas, Inc,

Mr., Coorer. Is this Lord & Thomas a Chicago firm also?

Mr. Roaan. It has an office in Chicago and I presume it has branch
offices in various cities, but its main offico is on Michigan Avenue,
Chicago, Il

Mr. Coorrr, Is it a partnership or a corporation?

Mr, Roaazr, I am informed it is a corporation,

A further subdivision of Mr. Lasker’s income was effected by his
transferring the major gart of his stock in his two holding companies
to four trusts for the benefit of his children, The largest of these
trusts was created on March 26, 1932,

The deductions allowed under section 351 proved to be a boon to
theso two holding companies during the years 1934 to 1936, inclusive.
During these years they availed themselves of the 20-percent deduc-
tion provided under section 351 (b) (2) (A) and tho deduction of
losses from sales or exchanges of capital assets provided for in section
351 (b) (8) (C), with the result that tho ulggreguto amount of personal
holding company surtaxes paid by them for 1934, 1935, and 1936 was
only $2,321, ithout these deductions their combined tax liability
for those yoars would have been $109,374. Thus, a tax saving of
$197,053 was effected.

870--37-pt, Goewn
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It has not been possible to estimate from the material available
the amount of taxes saved by Mr. Lasker personally through the
creation of these holding companies and trusts just prior to the
passage by Congress of the Revenue Act of 1932 with its higher
surtax rates,

The next case on schedule A is that of Chicago Stock Yards Co., &
personal holding company organized on September 25, 1911, under
the laws of the State of Maine. Its address as shown in its earlier
returns was 1 Court Street, Boston, Mass., and in its 1936 return as
443 Congress Street, Portland, Maine. This holding company is
one of the largest here considered. Its 1936 balance sheet shows
assets of $34,761,109, Its dominant stockholder is Mr, Frederick
H. Prince, of Boston, Mass., chairman of the board of directors of
Armour & Co,, a large meat-packing corporation whose principal
plant is located in Chicago, Il1,

Under June 1, 1932, Mr. Prince owned all of the capital stock of
Chicago, Stock Yards Co. On that date, just 5 days before the Rev-
enue Act of 1932 with its increased surtax rates became effective, he
formed another personal holding company, F. H. Prince & Co., Ine.,
under the laws of the State of Maine. To this second personal hold-
ing company he transferred 60 percent of his stock of the first personal
holding company, namely, Chicaizo Stock Yards Co., in return for its
entire capital stock. Two days later he transferred the stock of the
second personal holding company, namely, F. H. Prince & Co., Inc.,
to a trust created by him for the benefit of his wife, his son, his brother,
and certain other relatives. However, he retained the right to vote
the stock transferred to the trust, so that ho retained 100 percent of
%he Xot(ljng power in the first personal holding company, Chicago Stock

ards Co,

The first personal holding company of Mr. Prince, namely, Chicago
Stock Yards Co., did not file a personal holding company return for
the years 1934 and 1935 on the theory that five persons or less did not
own as much as 50 percent of its capital stock, The Bureau takes
the contrary position, and we think iﬁhﬂy 80, since section 3561 (b)
(1) (D) provides that an individual shall be considered as owning,
to the exclusion of any other individual, the stock owned directly or
indirectly bg his family., In this connection it is interesting to note
that $300,000, or 75 percont, of the 8400,000 dividend paid each year

y the Chicago Stock Yards Co. has been received by Mr. Prince,
his wife, and his son. For the year 1936 this company filed a por-
sonal holding company return under protest, and took the benefit of
the 20-percent deduction, '

Treating Chicago Stock Yards Co. as & personal holding company
‘within the meaning of section 351, and assuming that section 351 did
not contain any provision for the deductions herein discussed, this
company would have paid additional taxes in the amount of $674,088
for the year 1934, $602,272 for the year 1935, and $107,748 for 1036,
or & total for these 3 years of $1,384,108, .

This case also illustrates, as did the preceding one, the use of the

" tax-saving device of personal holding companies in conjunction with
another tax-saving device, the creation of a trust. Recognizing the
trust created by Mr, Prince as a separate taxable entity, and attri-
buting to him only 40 percent of the income of his first personal hold-
ing company, that being the percentage of ownership not transferred
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to the second personal holding company, he still reduced his taxes by
approximately a total of $365,5658 for the years 1934 to 1936, inclu-
sive, through the use of this one holding company, If Mr. Prince
had not further subdivided his income by the creation of F. H. Prince
& Co., Inc.,, and the trust, he would have had to pay additional taxes
for those years in the total amount of $1,022,812, Both of these sav-
ings are computed on the assumption that the Chicago Stock Yards
Co. is subject to taxation under section 351, as the Bureau contends,
and will pay the computed amounts of personal holding surtaxes. If,
however, allowance is made only for taxes actually paid, Mr. Prince’s
tax saving would be increased to $746,695.20 on the 40-percent basis
and $1,985,363 on the 100-percent basis. .

The third case is C, F. Kettering, Inc., a personal holding company
incorporated on October 1, 1925, under the Jaws of the State of Dela-
ware, Its address is 807 Winters Bank Building, Dayton, Ohio.
This company was or%anized by Mr. Charles F. Kettering, of the same
city, vice president of General Motors Corporation. The chief assets
of this ho ding company are shares of General Motors Corporation

- and General Motors Securities Corporation. In 1934 Mr. Ketterin

owned 80 percent of the stock of the holding company and his wife an
son each owned 10 percent. On July 18, 1935, he reduced his holdings
to 50 percent by transferring 3,000 shares to a trust for the benefit of
his wife, his son, and his grandchildren, Attributing to Mr, Ketter-
ing 80 percent of the holding company’s income in 1934 and 50 percent
in 1935 and 1936, discloses that by the use of the holding-company
device Mr, Kettering was able to save for the years 1934 through 1936
a total in taxes of $610,773. ’

Mr, Vinson. When tho transfor of 3,000 shares to the trust was
made was the gift tax paid? .

Mr, Roaan, I den't know, but I presume it was.

Mr. Vinson, How much?

Mr. Roaar, I don’t know, I presume the Treasury can supply
that information, We don’t have it with us,

Mr, Vinson, Will you put that in the record?

Mr, Roaen. Surely. ) . .

(Subsequently the following information was furnished by the
Treasury:)

A gift-tax return filed March 16, 1030, shows payment of a tax of $711,901,50
on this gift, which was valued at $3,304,005. It should be noted that the tax
savings aseribed to Mr, Kettering have been computed for the years 1036 and 1936
on the basis of a 50-porcent interest by Mr, Kettoring in his personal holding com-
pany, C, I, Kettering, Ing,, thus giving full recognition to the validity of the trust,
. Mr. Roagr. The holding company itself paid only a total of $20,720
in taxes under section 361 for the 3 years under consideration. With-
out the benefit of the three deductions listed in schedule A, they would
have paid a tax of $664,720. In 1934 all three of these deductions
were available to the corporation, in the total amount of $663,226,
which included $300,000 for debt retirement. While the 1934 per-
sonal holding-company return is not available, these figures have been
taken from information submitted to the company’s income-tax
return for 1034 and income and personal holding-company surtax
{gtgzgg :f;%rz 1935. In 1936 the 20 percent deduction alone amounted

' .
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The next is the Lowry Securities Corporation, a personal holding
company organized on December 29, 1928, under the laws of Delaware.
Mr. Horace Havemeyer, of New York City, president of Havemeyers
& Elder, Inc., and vice president of Scranton & Lehigh Coal Co.,
owns 50 percent of its stock, In 1934 and 1935 Lowry Corporation
saved $10,167 in taxes because of the 20 percent deduction permitted
by section 351 (b) (2) (A).

The next case presents a striking illustration of the combination
of the two tax-saving devices of a personal holding company and
multiple trusts. It involves Robert A. and Frank D. Stranahan,
of Cleveland, Ohio, the former of whom is president of the Champion
Spark Plug Co.

Mr. VinsoN., Mr. Chairman,

The Crairman, Mr. Vinson,

Mr. Vinson. Is this personal holding company in addition to what
we have heard heretofore about the Stranahans?

Mr. Rogag. The Stranahans I think were mentioned in connection
with multiple trusts. I don’t believe they have been mentioned in
connection with holding companies., I have mentioned them here
in both connections,

About 90 percent of the stock of the Champion Spark Plug Co. is
owned by the Madison Securities Co., & personal holding company,
organized on July 24, 1923, under the laws of Ohio, Madison Sccuri-
ties in turn is owned by 46 different trusts created by Robert A. and
Frank D. Stranahan and their wives, for the benefit of various members
of their families, Overlooking the savings effected by the subdivision
of income through multiple trusts, we find that the Madison Securitics
Co. itself benefited so extensively from the 20-percent deduction pro-
vision of section 351 and from the provision permitting the deduection
in full of losses from the sale or exchange of capital assets that its tax
under section 3561 in 1934 was reduced from $399,735, computed with-
out the benefit of these deductions, to $27,458,

The next case involves a group of threo personal holding companies:
Northern Exploration Corporation, organized in September 1933 under
the laws of the State of Delaware; Haystone Securities Corporation,
organized in July 30, 1920, under the laws of the State of New York;
and the United Telogram Co., organized in June 18900, under the
laws of the State of New dJersey. The address both of Northern
Exploration Corporation and the United Telegramn Co. is 156 Exchange
Place, Jersey City, N.J. The address of Haystone Securities Corpo-
ration is 26 Broad Street, New York City.

All the stock of Northern Exploration Co. was owned by Charles
Hayden, now deceased, formerly a partner in Hayden, Stone & Co.,
New York City., The Northern Exploration Co., in turn, owned 100
percent of the proferred stock of Haystone Securities Corporation.
All of the common stock of Haystone Securities Corporation was
owned directly by Mr. Hayden. The stock of the third company,
the United T}élegrnm Co., was owned 24-plus percent by Northern
Exploration Co. and 74.96 wrcent by Mr. Hayden,

his corporate structure I have shown graphically at the bottom of
page 10, and I ask at this point that it be incorporated in the record.

h(ls nAaIRMAN., Without objection it will be incorporated in the
record,



TAX EVASION AND AVOIDANCE 361

(The matter referred to is as follows:)

I MR. HAYDEN

100 percent Northern Fx- l 100 percent comnion 74.95 percent
ploration Corporation

100 percent
preferred

Haystone Seccurlties Corporation

l 21+ percont ll The United Telegram Co,

Mr. Roaai. The chart shows at the left the Northern Exploration
Corporation, all the stock of which is owned by Mr, Hayden, the next
is the Haystone Securitios Corporation, all the common stock of which
is owned by Mr. Huyden and all the preferred stock of which is owned
by Northern Exploration Corporation, and over at the right the
l?!rlited Telegram Co., 74.95 percent of which is owned directly by
Mr. Hayden and 24 plus percont owned by Northern Exploration
Corporation, all of the stock of which in turn is owned by Mr. Hayden,

Thus, directly or indirectly, approximately 100 percent of the stock
of these threo corporations was owned by Mr. Hayden. If the
income of these corporations had been received by him directly, he
would have paid an income tax of $1,282,808 in 1934, of $1,097,000 in
1935, and $1,079,372 in 1936, The total amount of tax paid by Mr,
Hoyden in thoso 3 yoars was $1,025,320, $1,023,278, and $801,007,
respectively, resulting in a net saving te him of $5618,773 in his taxes
for thoso 3 yoars. A though in 1931 and 1932 Hayden attempted to
use the United Telegram Co. to ostablish stock losses without relin-
quishing control of the securities, ho effected his tax savings during
1934, 1035, and 1936 morely by the use of the holding companies to
thin out his income over the surtax structure,

The holding companios themsolves, by taking advantage of the
20-percent deduction allowed under section 351 (b) (2) (A), saved in
taxes for those 3 yoars the aggregate amount of $294,519.

The noxt one on the chart is the Park Corporation, a personal
Lolding company incorporated in Delaware on February 23, 1932,
Its addross is 485 Madison Avenue, New York City. Its stock is
owned by Mr. Willinm 8. Paley, of the samo city, president of the
Columbia Broadeasting System, Inc. Mr, Paloy uses his holding
company uas a dopository of a considorablo amount of Columbia
Broadcasting Systom, Ine,, stock, as well as other investmonts, By
using the holding-company devico ho managed to reduce his taxes
$35,163 in 1036. The roturn of the Park Corporation for the year
1936 was not available.

Mzr. Jacob Ruppert, 1120 Fifth Avonue, New York City, principal
stockholder of Jacob Ruppert, the brewing corporation, manages to
escapo a considerable amount of tax through the use of the Ruppert
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Holding Corporation, a personal holding company which he entirely
owns. This compan% owns a large portion of the stock of American
League Baseball Club of New York. In the years 1935 and 1936,
Mr. Ruppert saved $102,470 in taxes by using a personal holding
company. The 20-percent deduction provision of section 351 (b)
(2) (A) enabled the Ruppert Holding Corporation in those yoars to
pay $22,466 less than it would otherwise have had to pay.

Mr. Treapway, May I ask one question?

The CHairMAN. Mr, Treadway.

Mr, TrReapway. On top of page 12 of your prepared statement
you have just read that the return of the “blank’ corporation for
the year 1935 was not available. Why was it not available?

Under Secretary MagiLL. Probably in the field being examined.

Mr. Treapway. Of course, it would have had to have been mode
to the Bureau in some way or other, would it not?

Under Secretary MaciLL. Yes; these personal-holding company
returns come in here and receive a preliminary check and then are
sent out into the field in connection with the company’s books,

Mr, TreapwaAy. I think you made that same remark in the pre-
vious cases,

Under Secretary Magiun, I believe so; yes, sir,

Mr. TreapwAy. Could that be definitely checked up as the reason?

Under Secretary Maginn, Certainly. lyam sure it is not unavail-
able because lost; it is a question of being some place where they have
not been able to get it.

Mr, Treapway, Isn’t it sufficiently important in this connection
to have it available here? Couldn’t those be called in where you are
referring to these cox'})omtions?

Under Secrotary Macir. I have no doubt they have tried to do
that, but I will be glad to give you a statement of exactly what
happoned.

r. Treapway. Thank you.

(Subsequently the following information was furnished by the
Trensury%

At the time when Mr. Rogge’s statement was propared a telegram had been sent
to the internal-revenue agent in charge of the third New York distriet requesting
that this return be forwarded from the field, but the return had not as yet been
received. At the present time, however, it is avallable, and it is now possible to
compute the amount of tax saved by the Park Corporation through the use
of the deductions discussed, as well as the amount of tax saved by Mr, Palo

personally through the use of this holding company in the year 1935. = Schedule
can now be computed for the year 1935 as follows:

Undistributed adjusted net Income. . cvvcacnncnmcncnmnrcacraneacacas None
20-percont deduetlon. ..o oo om e mcm e $20, 292
Ad]usted undistributed net income without 20 percent, debt retirement,

and capital-l0ss deductions. - cnuacmccmncmscmnmnsnnecnr 11, 463
Tax reported under 860, 361 . avvccmcanccnncnrncnaccnncamamaneonnan-= None

Tax recomputed on revised undistributed adjusted net income

The uso of this I)orsonul holding company saved Mr, William 8, Paloy $0,078 in
taxes for tho year 1035, .

Mr, Roaen. The next case, that of Star Holding Corgomtion,. its
wholly owned subsidiarir holcfmg company, the Hoarst Corporation,
ond Hearst Magazines, Inc., the wholly owned personal holding com-
pany of the latter, illustrates the need not only for the elimination of
the three deductions discussed herein, but also for the substantial
reduction of the 80 percent of gross-income requirement in section
361 (b) (1) (A).
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The CuarMaN. Does that company get its name from the famous
William Randolph Hearst?

Mr. Rogee. Yes. I am coming to that. These are corporations of
Mr. William Randolph Hearst. That is correct, Mr. Doughton.

Star Holding Corporation was organized on Jui_v 13, 1920, under the
laws of the State of Delaware. Its address, as shown by its income-
tax returns, is 7 East Forty-fourth Street, New York City. Its
principal stockholder is Mr. William Randolph Hearst. His address
acs shown by his income-tax returns is 210 South Street, New York

ity

Prior to September 1934 the Star Holding Corporation was purely a
holding company. It held all the stock of a great many corporations.
One of its principal subsidiaries was the Hearst Corporation, another
holding company. The Hearst Corporation was organized on August
25, 1931, under the laws of the State of Delaware, Its address as
sl}ownCh)i. }ts income-tax returns is 1 Montgomery Street, San Fran-
cisco, Calif,

The Hearst Corporation, in turn, owned all of the stock of Hearst
Magazines, Inc. ?formorly Hearst Magazines, Inc.), still another
holding company. Hearst Magazines, Inc., was organized on Febru-
ary 25, 1927, under the laws of the State of Delaware. Its address
as shown by its income-tax returns is 100 West Tenth Street, Wil-
mington, Del.

Hearst Magazines, Inc,, owned 100 percent of the stock of Inter-
national Magazine Co., Inc., which was organized on April 25, 1924,
under the laws of the State of New York, This subsidiary was the

ublisher of Cosmopolitan, Good Housekeeping, Motor, anid Motor

onting, and also owned all of the capital stock of Good I'iousekeeping
Co., Inc., a corporation organized on October 25, 1928, under the
laws of the State of New Jorsey; Harper’s Bazaar, fnc., a corporation
organized on December 13, 1928, under the laws of the State of New
York; and International Circulation Co., Inc., a corporation organized
on October 29, 1929, under the laws of the State of New York,

Besides Hearst Magazmea Inec., the Hearst Corporation further
owned all of the voting.stocit of Hearst Consolidated Publications,
Inc., a corporation organized May 9, 1930, under the laws of the State
of ﬁelawure.. Its address as shown by its income-tax returns was
Hearst Building, San Francisco, Calif, Hearst Consolidated Publi-
cations, Inc,, in turn, owned all of the voting stock of Hearst Publica-
tions, Inc., a corporation organized on April 22, 1924, under the laws
of the State of Californi¢, Its address as shown 2)' its income-tax
returns is likewise Hearst Building, San Francisco, Calif, .

Hearst Publications, Inc., was a holding company with the following
subsidiaries: Examiner Printing Co,, publisher of the San Francisco
Call-Bullstin; the Post-Enquirer Publishing Co., publisher of the Los
Angeles Evening Herald and Expross; Los Angeles Examiner, pub-
lisher of the Lios Angeles Examiner; Post Intelligence Co., publisher of
the Seattle Post-Intelligencer; and American Newsprint Corporation.

In addition to holding all the stock of the Hearst Corporation, Ine.
the Star Holding Corporation (American Newspapers, Inc.) also hpl(i
oll of the stock of the Star Co. (to be distinguished from Star Holdin,
Corporation), which, in turn, owned all of the stock of New Yor
American, Inc,, publisher of the New York American, Star Holding
Corporation also held all the stock of the Georgian Co., publisher of the
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Atlanta Georgian; Washington Times Co., publisher uf the Washing-
ton Times; Baltimore Publishing Co.; Evening News Co.; Syracuse
American Newspaper Corporation; Hearst Hotels Corporation; Cos-
mopolitan Book Corporation; Tabloid Newspapers, Inc.; and various
other corporations.

The foregoing hierarchy of corporate structure may be simplified
and more clearly presented in a graph, which I ask be inserted in the
record at this point.

Mr. Coorer. Mr, Chairman, I request that the graph be inserted.

The CuairmaN. Without objection, it will be 1nserted.

(The graph referred to is as follows:)

MR. HEARST '

Star Holding Corporation (American Newspapers, Inc,) l

I The Hearst Corporntion Varlous other corporations
Hearst Magazines, Hearst  Consolldated
Ino, Publications, Inc,

Intornational Maog. Henrst Publlcations,
azine Co,, Ino, Ine,

Varlous corporations ‘

Mr. Roaag. The committee will notice at the top Mr. Hearst, and
under him, Star Holding Corporation (American Newspapers, fnc.).
That corporation holds the stock of a great many corporations, One
of its principal subsidiaries is the IHearst Corporation, and there
again are corporations, running down, one the magazine branch and
the other the newspaper branch, The Hearst Corporation and the
Hearst Publications, Inc., both filed holdin%-compan,v returns,

The foregoing corporate structure prevailed until September 1934,
At that time some changes were made. These changes followed the
enactment of scetion 141 and section 361 of'the Revenue Act of 1034,
Section 141 restricted the privilege of filing consolidated returns, and
gection 351 im})osed tho surtax on personal holding companies.

"~ 'The name of Star Holding Corporation was changed to American
Newspapers, Inc. Tts charter was amended to incrense its powers
to include, among other things, the power to Fublish newspapers,
New York American, Inc., was consolidated with Star Co., and the
assets of Star Co., togother with tho assets of Washington Times Cor-
&orntmn, Baltimore Publishing Co., the Evening Noews Co., and the

corgian Co., were taken over by the Star Holding Corporation
(American Nowspapers, Inc.? subject to liabilities. These subsidiary
corporations were then dissolved. .

wo results followed from theso transactions, Tho Star Holding
Corporation (American Newspapors, Inc.) becamo to a cortain extent
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an operating company and claimed that it did not fall within section
351 since it alleged that more than 20 percent of its gross income was’
derived from other sources than royalties, dividends, interest, and
annuities. Also, Star Holding Corporation (American Newspapors,
Inc.) claimed that it sustained liquidating losses in the foregoing
transactions in the amount of $20,799,495.10. ‘

In 1935 Star Holding Corporation (American Newspapers, Inc.)
took over the assets of some further subsidiary companies., As a
result of these transactions Star Holding Corporation (American
Ne\\éspapers, Inc.) claimed a further liquidating loss of $4,969,248.68
in 1935,

Star Holding Corporation (American Newspapers, Inc.), filed its
returns for the years 1934 and 1935 as an operating company. The
Hearst Corporation and Hearst Magazines, Inc., filed returns for
these years as holding companies. Returns for the year 1936 are not
yet on file. Extensions to file such returns were requested and granted
to June 15, 1937, and thereafter to September 15, 1937.

Tho CuairmMaN. When these oxtensions are requested is o reason
assigned why the extensions are requested or on what basis are they
extended?

Under Secrotary MaaiLn, The extensions of time are requested
from the collector of internal revenue, and under the prior ﬁractice,
which we have been seeking to improve in the last few months it has
been customary to request an extension of time very shortly before
the filing date for the return, the statement heing made that it is
quite ixgpossible to complete the return before the due date.

The Cunarrman. Is the request based on lack of sufficient time?

Under Secretary MaaiLL, Yes; and of courso this yoar the statement
was also made, as a rule, that since there was a new revenue act of
1936 with which the companies were not fully familiar, there was the
more reason for giving them additional time.

Another reason often given by some of the companies is that they
have & good many foreign subsidiaries and have not yet succeeded in
getting the information from them in time to file returns on March 15,

Mr. Coorer. Isn’t it true, Doctor, that information has been given
the committee from time to time that more requests for extensions
were made and granted this year than ever before. '

Under Secretary MagiuL, That is true, a very large incrense.

Mr, Vinson. Ordinarily there has been about 15 percont?

Under Secretary Maairn, I think that is true, .

Mr. Vinson. And this year, if my recollection serves me, it was
more than double, about 33 percont?

Under Secretary MaciLr. I believe that is true.

The CuairMAN. Are there many requests coming in for second
extensions? A

Under Secretary MaairL, There have been some, but the Com-
missioner of Internal Revenue sent out a notification to all the colloc-
tors when this situation became apparent telling them not to grant
further extonsions if tho taxpayer could possibly make his return,
B The (‘;‘xmmmm. The matter of extensions is in the discrotion of the

ureau

Under Secretary MagiLL, I think it lies in the hands of the collec-
tors of internal revenue in the various districts.
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Mr. Rocae. The Hearst Corporation and Hearst Magazines, Inc.,
both took advantage of the 20 percent credit provided for under sec-
tion 351 (b) (2) (A), and the credit for debt retirement provided for in
section 351 (b) (2) (B). Had these provisions not been in the law,
there would have been additional personal holding company surtaxes
due from the Hearst Corporation for the years 1934 and 1935 in the
amount of $289,080. There would likewise have besn additional
taxes due from Hearst Magazines, Inc., for the years 1934 and 1935
in the amount of $371,691. :

The income-tax return of Star Holding Corporation (American
Newspapers, Inc.) for the calendar year 1934 reveals two features
waich are sighificant for present purposes. In the first place, of a
gross income roported of $10,807,216.25, $5,100,762.87, or approxi-
mately 50 percent, represents income derived merely from holding
Mr. Hearst’s investments, However, by virtue of the fact that the
balance of the income is shown by the return to have been derived
from sources other than those stated in section 351 (b) (1) (A), the
corporation claims to escape classification as a personal holding com-
pany under the statute,

In the second place, the return showed the large item of $20,799,-
495.10 as & deduction. This is the claimed liquidating loss heretofore
deseribed. It would seem under sections 115 (c) and 117 (d) of the
Rovenuo Act of 1934 that a company which is not a holding company
within the meaning of section 351 would have been limited to a loss
in these transactions of $2,000 plus any gains from the sale or exchange
of capital assets. There were no such gains in this case. A company
such as Star Holding Corporation (American Newspapers, Ine.)
claimed to bo, that is, an operating company, would seem to be limitod
to o loss of $2,000 rather than $20,799,495.10,

The committee will further observe that by the use of subholding
companies Star Iolding Corporation (American Newspapers, Ine.)
was able to reduce still more the percentage of its gross income dorived
from dividends and interest. If the device of the holding company
in the case of the Hearst Corgoration and Hearst Magazines, Inc.
is ignored and the income of these two holding companies is troatec
as the income of the parent company, the gross income of the parent
company, Star Holding Corporation (American Newspapers, Inc.)
would be $12,769,132.85, of which the 1tems of dividends on stock of
domestic corporations and interest would total $7,062,615.47. This is
more than 50 percent of the total gross income,

Mr. VinsoN. Mr, Chairman,

The CHAIRMAN, Mr, Vinson,

Mr, VinsoN. After the reorganization which followed the 1934 act
and the claim was presented that the American Newspapers, Inc.,
was an operating company, what action has been taken by the Bureau
of Internal Revenue upon that matter?

Mr. Rogaz, It is my understanding that the 1934 and 1935 returns
are in the field now being investigated. We called them in for a short
time and I think we still have them here, but I think these returns are
in the field for investigation, if my information is correct.

Mr. Vinson. Then no conclusion has been reached as to whether
or not those particular returns fall under section 351?

Mr, RoaaE. I think that is correct, if the committee please, but the
committee must understand I am on loan here to the Treasury De-
partment and I am not familiar with these things.
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Mr. Vinson. Well, there is a lot of difference. There is no use to
ut statements in here as to what would happen and what would not
appen, if something has happened. Now, has the Bureau of In-

ternal Revenue taken any position upon the point which is very ma-
terial, as to whether or not that American Newspapers, Inc., as I
understand it—that was the new concern?—-

Mr. RoGgae. The name was changed.

Mr. VinsoN (continuing). After the 1934 act—whether it was an
operating company or a personal holding company?

Mr. Rogae. I can give it as my opinion, if the committee ﬁleuse,
that if the information stated in the return is correct I don’t think it
can be classified as a personal holding company under the terms of
section 351 as that section now stands.

Mr. Vinson. Then if it is an operating company it is an operating
company.

r. Roage. The way the statute now reads.

Mr. VinsoNn. I say, if it is an operating company under the law, it
is an oli_gmting’compuny. ) L

Mr. Rogae. To some extert, if the committee please, it is an
operating company, but in 1934 apgroximatel 50 percont of its
gross income was derived from dividends on Mr., Hearst's investmonts,

Mr. VinsoN. A personal holding company, under section 351, is a
specinllﬁ defined corporation, isn’t it?

Mr. Rogae. That is correct.

Mr, VinsoNn. And of course that is the law until it is changed.

Mr. Roagr. That is right.

Were Star Holding Corporation (American Newspapers, Inc.) to be
treated as a personal holding company under section 351, and the
provisions of this section changed so as to climinate the deduction for
capital losses in excess of $2,000, the liquidating losses of $20,799,495.10
for the year 1934 and $4,979,357.41 for the year 1935 would be fimited
to the $2,000 allowable by sectior 117 (d), and the personal holding
company surtax due from this corporation would be $1,278,153.34 for
the year 1934 and $2,342,089.64 for the year 1935, or a total for the
2 years of $3,621,143.08,.

The principal stockholder of Star Holding Corporation (American
Newspapers, Inc,) is Mr. Hearst, In the years 1934 and 1035, he
received 85 percent of the total dividends declared and paid by this
corporation, In a registration statement filed with the Securities and
Exchange Commission on March 10, 1937, by Hearst Magazines, Inc.,
and a registration statement filed with the same Commission on March
30, 1037, by Hearst Publications, Inc,, it is stated that Mr. Hearst
holds individually 95.71 percent of the voting power of American
Newspapers, Inc., and the remaining 4,29 percent as trustee.

Were the three corporations, namely, Star Holding Corporation

American Newspapers, Inc.), the Hearst Corporation and Hearst
agazines, Ino., to be ignored and 85 percent of their income treated
as the income of Mr, Hearst, there would be additional taxes due from
him for the year 1934 in the amount of $2,371,133.61 and for the year
1935 in the amount of $2,740.575.11, or a total in additional taxes for
these 2 years of $5,111,708.72, .

The foregoing case is interesting not only in connection with the
possible elimination of the 20 percent credit, the deduction for debt
retiroment and the deductions for losses from sales or exchanges of
capital assets as provided by section 351 (2) (A) and (B) and (b)
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3) {C), but it suggests also a possible need for a material reduction
of the 80 percent of gross income requirement in section 351 (b) (1) (A).
Another case which shows need for the substantial reduction of this
80 percent figure is that of Lothair Development Co., a personal hold-
ing company organized on June 5, 1929, under the faws of the State
of Delaware. 1Its address is 221 North LaSalle Streot, Chicago, IIl.
It is wholl;,7 owned by Edward A. Cudahy, Jr., of the same city,
president of the Cudahy Packing Co. -
At the time of the formation of Lothair Development Co., Mr,
Cudahy turned over to it securities valued at over $5,000,000. These
securities provide the chief source of income of the company. From
1929 to 1935 it accumulated earnings of approximately $8,000,000,
none of which was ever paid over in dividends to Mr. Cudnh{.

While the bulk of the coxgoration’s activitios consists simply of the
receipt of dividends on Mr, Cudahy’s securities which were turned over
to it, ho has caused the corporation to engage in enough grain trading
to take it out of the category of a personal holding cqmpany subject
to the surtax under section 351, Thus, in 1935 the corporation, that
is the holding company, received 23.9 percent of its gross income from
grain trading, thereby escaping section 351, or attempting to escape
1t, by the narrow margin of 3.9 percent,

The last case on schedule A is that of the M. D. Thatcher Estate
Co., a personal holding company incorporated in 1914 under the
laws of the State of Colorado, and Mahlon Thatcher, Inc., a personal
holding company incorporated under the laws of the State of Colo-
rado on December 19, 1030. The address of both corporations is
Puehlo, Colo. The dominant stockholder in both corporations,
either in his own right or as trustee for his daughters, is Mahlon D,
Thatcher, of the same city, president of First National Bank in
Pueblo and treasurer of Great Western Sugar Co. The amount of
taxes saved for the years 1934 through 1936 by these two companies
by taking advantage of the 20-percent credit and the deduction for
ca;ijtal losses amount in the aggreﬁate to $13,887,

he CHAIRMAN. Are you through? .

Mr. Roaae, That concludes my portion of the presentation, Mr,
Chairman.

The Onamman. Are there any questions? )

Mr, TreapwAy. I assume all of these illustrations you have heen

iving us are simply for information in contemplation of changing

e law, rather than any intimation that the people who had those
holding companies used them in any way to escape the existing law?

Under Secretary MaciLL, As you x;ecall, Mr. Treadway, the reason
for presenting this information was primarily this: Senator La Follette
asked earlier in the hearing that information be presented rolative
to cortain companies which had been discussed in an executive session
of the Senate Finance Committee, and in response to that request
this information was prepared by Mr. Rogge with respect to these
companies,

r, TREADWAY, But there is no intimation that they were acting
beyond the actual letter of the law?

Under Secretary MaaiLrL, No. As he describes here they utilized
oxisting provisions in the law in various ways, ‘

The CHamrmaN, But it is a dovice through which the taxpayer
escaped payment of taxes, ,

.
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Under Secretary MaciLn., That is true.  'What Mr. Rogge has tried
to do, as you see, is simply to present to you the facts and the pro-
visions of the law with respect to these various companies, :

Senator LA FouuerTE. I wanted to ask if there is anyone here from
the Treasury who can tell me whether in the case of this company
owned by Mr. Cudahy, which I note had an accumulation of $8,000,000
from 1929 to 1935, whether scction 102 was ever invoked?

Mr. Roaae. Yes; we have that information. There has been an
agreement under section 102, and that is the reason that company
was not included on the chart, but I did refer to it in my presentation
because it made such a strong argument for reducing the 80 percent
requirement, "

enator La FoLLerTE. 1 just wanted to complete the record.

Mr. Roaak. Does the Senator wish the figures on that?

Senator La ForLerTE, I would like to know whether or not section
102 was invoked, and with what success?

Mr. RogaEe. Section 102 was invoked, and I think the principal
amount in taxes colleoted under section 102 for the yecar 1934 is
$77,1568, and for the year 1935, $57,671.

Mr. Vinson. Mr, Magill, as I recall it, the Treasury estimates that
for the yoar 1934, there was substantially $35,000,000 added revenue
because of section 351, which first came into the act in 1934,

Under Secretary MaaciLL, We gave you these figures the other day.

Mr. Vinson. And for 1935, as I recall, the figures, there was some
$40,000,000 added revenues that came in because of the enactment
j)\f sgction 351. You were with us when wo wrote the 1934 Revenue

ct

Under Secretary MaainL. That is right.

Mr. Vinson, It is true that as that scetion was writton, section
351, it had the approval of the Treasury at that time?

Under Secretary MaciLr. I think that is true. I ‘have not
looked over those records. You recall that section 351, as we were
saying the other day, was a new experiment which was worked out
originally, I believe, by a subcommittee of the Ways and Means
Committee, becauso of the relative ineffectivencss of section 102,
and you will recall that various cushioning provisions were put in
because it was a new section and we did not know precisely how 1t
would work, ) .

Mr. Vinson, Now, while certain moneys have been saved, if the
law were amended ns suggested by the witness, yet if seetion 351
had not been put upon the books, in each one of these instances the
taxpayer would have saved additional sums?

nder Secretary MaciLL, That is very likely; yes,

Mr. TrREADWAY. May I ask you one further question, Doctor?

Under Secrotary MaaiLn, Yes, sir, )

Mr, Treapway, How many similar cases to these that the witness
has submitted are probably available or [t)robably oceurring?

Under Secretary MaaiLi, My recollection is that we put in some
evidence tho othor day to the effect that there wero between four and
five thousand personal holding company returns being filed.

Mr. Treapway, Just how did you pick the ones that were sub-
mitted this morningg?/1

Under Secrotary MaciLL, As I understood, these were personal
holding companijes that were. either mentioned in exocutive sossion

C
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before the Senate Finance Committee, or whose stockholders were
mentioned in executive session.

Mr. TrReapway. Have you av record as to the number of personal
holding companies in the New York district? :

Under Secretary MaciLL. I presume we could get the number of
them who filed retuins.

Mr. TrEapwaYy. Would there be similar illustrations to the ones
that have been submitted today?

Under Secretary MagiLL. In all probability; yes.

Mr, TrREapwAY. As I understand you, the ones you have submitted
today are only ones that were in some way mentioned in executive
session before the Senate Finance Committee at some previous time?

Under Secretary Magiun. That is right; yes, sir.

The Cuairxan, Is the witness through? We thank you for your
appearance, Mr. Rogge, and your testimony,

ho is your next witness?

Under Secretary MaciLL, There were several other matters which
have been requested by the committee, and I think Mr, Oli‘)hant,
the gencral counsel of the Department, is in position to give this in-
formation to you,

The first request that I have here was a request made by Senator
Walsh, I believe, for statistical information on the number of fraud
casos roferred by the Treasury to the Department of Justice for
prosecution and the results in those prosecutions,

Mr. Treapway. Senator Walsh is momentarily absont. He has
})oian h‘?ro. Would it not be woll to defer that information until he
is hore

Under Secretary MaciLi. As you please. What we have is a
lettor from the Assistant Attorney General, Mr. Morris, giving you
ilic information you want, and you can put it into the record,

The CrairmAN, Scnator Harrison suggosts that it might go into
the record.

Mr, TrEADWAY. And if at some future time Scnator Walsh wants
to take it up again, he has that privilege?

The CHairMAN, Certainly.

(The matter referred to is as follows:)

OABFS REFERRED TO THE DEPARTMENT OF JUATIOB

The attached item submitted for the committee’s record is a letter from Assist~
ant Attornoy General James W, Morris, head of the Tax Division, Department of
Justice, It responds to the motion of Senator Walsh for information on cases
referred by the Bureau of Internal Revenue to the Department of Justice for
oriminal prosecution.

DBrARTMENT OF JUSTIOR,
Washington, July 1, 1937,
Hon, HerMAN OLIPHANT,
General Counsel, Treasury Doﬁgrlmmt
aahingl’on, D. C.

Dpar Mnr, Orrarant: In our tolephone conversation this morning you advised
me that the only information you desired in response to a resolution of the con-
gressional joint committee invostigatln% income-tax evasion and avoidance was
with roforonce to criminal cases roferred to the Tax Division of the Department of
Justice by the Burcau of Internal Revenue, and should not include other phases
of the Divislon’s sotivities in ovasion and avoidance oases. I therefore submit the
following information:

‘When the handling of tax litigation was centralized in the Tax Division of the
Departmont of Justice on January 1, 1034, 293 criminal tax cascs were pendin
in this Dopartment, During the 3 calendar years 1034, 1935, and 1936, 51

L ot & 7"
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such cases were transferred by the Commissioner of Internal Revenue to the
Department of Justice, making a total of 805 criminal tax cases of all kinds
(except liquor-tax cases) handled by the Tax Division during the 3 calendar
years, During about 18 months of this 3-year period criminal cases were referred
to the Department of Justice for consideration of the facts and the question of
instituting criminal proceedings on charges of tax evasion and similar offenses
usually without recommendation. During the remainder of the 3-year perio
cases were referred to the Department of Justice, with a specific recommendation
that crir:inal proceedings be instituted.

Of the criminal tax cases handled by the Division in the 3 calendar years
mentioned above, dispositions were made in 506 cases of all kinds, or 54 more
cases than were referred to the Department in that period. There were 239
cases pending on January 1, 1937. Of the 560 cases disposed of, 374 were criminal
prosecutions, chiefly for willful attempts to evade and defeat income taxes in
various ways, the other 192 cases being prosecutions involving various excise

taxes.

Of the 374 criminal income-tax oases disposed of in that 3-year period, 164 were
finally conecluded in the courts. In such cases there were convictions, including
gleus, in 148 cascs, or 90.24 percent. There were acquittals in only 10 cases, or

.1 percent of the cases concluded in the courts. The other six cases, comprising
3.6 percent, were dismissed by the District Court for the Eastorn District of Wis-
consin, on its own motion. The fines imposed in these cases aggregated $226,174,
Compiromise settlements, including pleas in court, as' mentioned above, were
effected in 41, or 11 percent, of all cases disposed of, and compromise settlements
by money payments alone were effceted in 107, or 28.8 percoent, of all cases dis-
posed of, he total amount collected in all these compromise settlernents aggre-
gated $3,042,454. Where a case is considered compromisable, settloments are
made only on the basis of the payment of taxes and interest claimed by the Govern-
ment, plus the 50 percent fraud penalty. Fifty cases, or 13.4 percent, were dis-
missed by the Government after the conclusion was reached that they could not
be maintained on the merits.  Of the total number of cases zeforred to the Depart-
meont of Justice by the Bureau of Intornal Revenuo, 53, or 14.2 percent of those
closed, wore returned to the Burcau without instituting criminal proceedings,

A number of criminal eases handled by the Tax Division of the Department of
Justico which we feel should bo of g)urticulo.r interest to you are discussed in my
memorandum to you of June 23, 1937, a copy of which is attached hereto.

The foregoing reflects the activitics of the Tax Division of the Department of
Justice in oriminal tax cases only. Of course, a Xreat many. of our civil cases
involve schemos of tax evasion and avoldance. total of 12,763 casos in tax
litigation was handled during the porlod from January 1, 1934, to June 30, 1936
and 8,479 wore disposed of during that period. Of this number, 4,976 were civil
cades, 473 wero criminal cases, and 2,957 were llen cases. Aside from the criminal
and lien oascs, the various courts decided 2,966 of the olvil cases (not ineludin
1,204 ocases decided under the Agricultural Adjustment Act, the Kerr-Smit
Tobacco Act, and the Bankhead Cotton Control Aot, in favor of thu taxpayers),
of thsogg 2,606 oases the Government won 1,990, or 6'} percent, and the taxpayers
won .

I have previously furnished you a letter dated June 29, 1937, dealing generally
with the work of the Tax Division, to which there was attached coplies of m
memoranda to you of June 18 and 25. 1937, reflecting the efforts of the Tax Dvi
sion of the Department of Justice in vegard to the subject of schemes and devices
to evade and avoid income taxes, and oases handled by the Department of Justice
relating to that subject, which you may use as you deem proper.

I trust that the forogoing supplies you with the information you desire,

Very truly yours,
Jas. W, Mornis,
Assistant Attorney General.

DxpARTMENT OF JUSTIOR,

Washington, Juns 23, 1087,

Memorandum for Mr, Oliphant, General Counsel for the Troasury Department.
In accordance with tho statoment made in my memorandum of June 18, 1937,
relating to oivil tax oases, that I would submit a supplomental memorandum
covoring in a ﬁenoml way our exporiences in the prosecution and disposition of
oriminal oases involving tax evasion and avoidance, I submit herewith such re-

port, based upon the specifio cases mentioned.. A L ot
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Most of the cases mentioned below have been closed within the past 3 years,
and they represent the most outstanding evasion and avoidance cases which have
been prosecuted. Some of the pleas of guilty were entered in connection with
settlements of the related civil liability; in others the pleas were without regard to
the civil liability. Your attention is invited to the very high percentages of con-
victions in these cases.

There are, of course, a great mani\_'l cases which have been, and are being, prose-
cuted on tax-evasion charges, which cases, however, have not involved any par-
ticular “scheme’’ of deliberate and inexcusable omissions of income, often in con-
nection with willful failures to file returns, The case of Dr. Gerald B. Thaxton,
of Dallas, Tex., i8 typical. He sought to evade his income taxes by maintaining
no books or records whatever, and filed no returns, thus attempting to conceal his
large income received from the illegal administration of narcotics. When prose-
outed, he pleaded guilty. Many other cases not cited herein are similar,

As shown below, the following cases did involve various schemes of tax evasion
and avoidance, the statements also indicating the disposition of sueh cases, You
will, of course, be able to draw your own conclusions from these cascs.

Ford Alexander, Whittier, Calif.: Convicted of evasion of corporation income
taxes by omitting from the books many. invoices for setvices rendered by the
corporation, and diverting the receipts represented by such invoices to the defend-
ant; also }_)‘y falsifying and “padding” corporation expenses with personal bills,

rank H. and J. T. Asbury, Los Angeles, Oalif,: Defendants entered pleas of
nolo eontendere to charges of evasion of individual and corporation income taxes.
Evasions attempted by overstatements of corporation exkenses and understate-
ments of income, chiefly by means of falsely claiming right to report income on
basis of installment sales.

C. J. Barbier, Jacksonville, Tex.: Pleaded guilty of evasion of individual income
tax, attompted by filing false partnership return, omitting large receipts from
“hot oil”, and filing individual return based thercon,

Charles B, Beuscher and John L. Price, Lakewood, Ohio: Prosecuted for eva-
sion of income tax of Beuscher by effecting pretended sales of stock with Prico, the
brokor, to establish income-tax deductions, The taxpayer Beuschor entered a
plea oi' nolo contendere, and Price was tried and convicted.

Joseph Burr, Barney Gisnet, and chrg Minsky, Chicago, Ill.: Proscouted for
willfully attempting to defeat and evade their individual income taxes. Evasions
wero attempted by maintaining false and fraudulent books and records, omitting
ealos, inflating cost of merchandise purchased by fiotitious entries, and by “pad-
ding” pay-roll accounts with fictitious names, Correct sales were entered in a
small, private ledger and deposited in separate savings account. Defendants
pleaded guilty., Burr v. United States (86 ¥, (2d) 502, (C. C. A, 7th)), cortiorari
denied by S8upreme Court, :

Willlam D. Chadick, Mercedes, Tex.: Convietion of county commissioner for
evasion of individual income taxes based upon omitted bribery income. Evasion
was attempted by contractor’'s making checks payable to “cash’”, and depositing
same in defendant’s bank account without endorsement, the defendant omitting
such income from tax return, Chadick v. Uniled Stales (77 F. (2d) 961, (C. C. A,
bth)), certiorari denfed by Supreme Court,

A, L. Connelly, Cleveland, Ohio: Pleaded guilty of evasion of corporation in-
come tt}xes by effecting pretended purchases and diverting amounts thereof for
personal uses.

r. M. L. Custor, 8t. Louis, Mo.: Entered plea of nolo contendere to charges
of evasfon of income taxcs attempted by maintaining two separate records of
rrofosslon receipts from patients, and submitting income-tax returns hased upon

he smaller amount of income recorded in only one of the books,

“ E. C. Deveau, Dotrolt, Mioh.: Accountant, who pleaded guilty of evasion of
corporation incone tax, attempted by conccaling profits upon hooks snd roecords
o: ca;‘p(lu;atlon and disguising them as salaries and othor expenses pald to the
. stockholders, .

Danfol F. Durls, Belmont, Mass.: Pleaded guilty of evaslon of income taxoes
attempted by maintaining bank accounts In fictitious names and by completely
falling to file returns and report large amounts of Income recelved in illegal
alcohol-manufacturing business,

Harrr J. Felz, Chicago, INN.: Ploaded guilty of tax evaston attompted by havin
“eommlsslon”’ cheoks made out to and cashed by employeos who were require
to turn such amounts over to the defendant, and by clalming false income-tax
deductions acoordingly. o v .

Arthur' Flogenheimer, -allas Dutch Schults, Now York, N, Y.: Gangster and
heer racketeer prosecuted for evasion . of individual Inoome taxcs hased on unre.
ported partnership profits from illegal beer business, Evaslons attempted by
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maintaining undisclosed partnership and bank accounts in fictitious names, and
filing no partnership or individual tax returns, Defendant acquitted by jury,

8. L. Gabel, Bridgeport, Pa.: Enter plea of nolo contendere to charge of evasion
of corporation income tax by falsifying books and records with fictitious ‘‘pur-
chases” supported by fake vouchers to conceal withdrawals of constructive
dividends by the owners of the business, .

Martin Garone, New York, N. Y.: Pleaded guilty of ovasion of individual
income tax attempted by forming a holding corporation which paid no tax, and
by commingling bank accounts with funds of defendant’s son.

., W. (gibson, Jacksonville, Tex.: Pleaded guilty of evasion of individual
income tax, attempted by filing false partnership return, omitting large receipts
from ‘“‘hot oil”, and filing individual return based thereon.

Dr. L. H. Glasgow, Pittsburgh, Pa.: Entered plea of nolo contendere to charge
of tax evasion attempted by routing sales of toilet preparations through a fictitious
intermediary partnership at a nominal price in order to understate amounts
actually received.

Leon Gleckman, 8t. Paul, Minn.: Clonvicted of evasion of individual income
taxes based upon large, unreported income from illegal liquor business. Defend-
ant filed delinquent returns during investigation, reporting but a small amount
of correct income. Most of his business was handled by cash transactions, and
checks and drafts made out in names of other parties, Defondant also had a
concealed intefest in a Cuban distillery, from which he recelved unreported inecie

Gleck,%agn v. Uniled States, 80 F. (2d) 394 (C. C. A, 8th), certiorarl denied, 207
L. B. l){aberlo, Jackronville, Tex.; Pleaded guilty of evasion of individual in-
come tax, attempted by filing false partnership return, omitting large receipts
from “hot oil”’, and filing individual return based thereon.

Lewis Hart, Longview, Tex.: Prosccuted for evasion of corporation income tax
by omitting and understating profits and claiming losses on account of transac-
tions whioh were, in faot, more exchanges of property. District court direoted
vordict of not guilty.

Kinmatsu Kanazawa, Seattle, Wash.: Pleaded guilty of conspiracy to evade
corporation income tax by keeping two sets of records to conceal sales, and by
understating income bf oxﬁanizln and paying rent to a second corporation,

8. 8. Kramer, Detroit, Mich.: Pleaded gulilty of cvasion of corporation income
tax, attomgtcd by concealing J)roﬁts upon books and records of corporation and
disguising them as salarics and other expensesnfaid to the stockholders.

orrls and David Lisansky, Baltimore, Md.: Conviction of conspiraoa' to
defraud United States of individual incomo taxes. Frauds attempted by filing
false Kartnershlp income-tax roturn, omitting large amount of partnership income
and filing individual returns baged thercon. Defendants also kept false set of
books, reoordin% only a part of the total income éLwamky v. United States,
31 F. (2d) 846 (C. C. A, 4th), certiorari denied, 279 U, S, 273).

Charles Marra, New York, N. Y.: Entered a ploa of nolo contendere to charges
of evasion of income taxes attempted by maintaining secret bank account into
zvhichtmoney diverted from business was deposited and not reported in income-

ax returns.

Charles E. Mitchell, New York, N. Y.: Prosecuted for evasion of individual
income taxes by effecting pretended, fictitious snles of stock to wife, to establish
income-tax deductions; also bf' omitting $666,000 received as part of a "manag&
ment fund’”’ from the Nationa! City Bank. Defendant acquitted by {ury in 1033,

F. F. Nicola, Pittsburgh, Pa.: Conviction for attempt to defeat and evade
personal income tax by arbitrarily transferring losses and gains between indi-
vidual and his corporations, Convlction reversed on technical grounds (Nicola
v. United States, 72 F. (2d) 780 (C. C. A, 3d)).

Moses L. Parshalsky, Brooklyn, N. Y.: Proseouted for evasion of individual
and corporation income taxes., Evasions attempted in corporation case by over-
statements of ﬁurohascs and olalmin{; fmproper and illegel deductions for salaries,
wages, and selling expensey, Evaslons attempted in individual case by under-
statoments of salaries, interest, dividends, bonuses, commissions, and profits on
snlos of stock, in tax roturn, Defendant pleaded %ullty {n January 1937,

Christian P. Paschen, Chicago, Ill,: Convicted of evasion of individual ingome
taxcs. livasions attompted by concealing large amounts of income from books .
and records, and omitting samo from tax returns. Also maintained hidden bank
ggf());mt in wifo’s maiden namo (Paschen v. Uniled States, 70 F. (2d) 4901 (C. C. A.

1)), .

L. M. Prewitt and wife, McAllen, Tox.: Pleaded guilty of failure to file incomes
tax returns, reporting income received from operation of radio proqram which
was operated by two corporations of which Mr. Prewitt was emp
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official, and the corporation funds were withdrawn for personal use, but not
re%drted in any tax returns.

ward M. Smith, Los Angeles, Calif.: Prosecution for attempts to defeat and
evade large amounts of income taxes and conspiracies to commit such offenses.
Evasions were attempted by placing stocks of various corporations in names of
“‘dummy”’ employees of the taxpayer and reporting taxes accordingly, thus avoid-
ing high surtax brackets; by concealments of corporation dividends, and diverting
same to personal account; and by setting up fictitious partnership and reporting
income accordingly, Defendant recent% pleaded guilty.

Gustav W, Snyder, Columbus, Ohio: Pleaded guilty of evasion of income taxes
based upon operation of slot machines and candy manufacturing business, mani
of the ?roﬁts of which were kept off the books and concealed in separate ban
account,

Robert A. Stransky, Buffalo, N. Y.: Pleaded guilty of evasion of individual
income taxes, attempted by arbitrarily “raising” the actual cost of purchases in
the hardware business, as shown in the books and records, and using such figures
in ﬁthe income-tax returns; and by falsely claiming deduction for loss on account of
a fire,

E. C. Terhune, Chicago, Ill.: Pleaded guilty of evasion of corporation income
taxes by means of double set of records and falsified accounts, omitting receipts,
uaderstatflixeg sales, overstating purchases, and diverting and withdrawing corpor-
ation profits,

R. J. Tiernan, West Haven, Conn.: Pleaded guilty of evasion of income tax by
reporting only restaurant income and omitting profits from sales of liquor and
gambling which were kept in separate bank accounts.

Paysofl Tinkoff, Chicago, Tll.: Prosecution of accountant, lawyer, and former
revenue agent for attempting to defeat and evade individual and corporation taxes
of William J. Newman and certain Newman corporations, Tinkoff supervised
accounting and tax matters, and prepared false returns, Large amounts received
as corporation income were withheld from the books and deposited in secret bank
acecount, and not reported; and false deductions claimed for bad debts. Newman
)I)‘lcadcd guilty, and Tinkoff was convicted on trial (Tinkoff v. United Stales, 86

P, (2d) 868 (C. C. A. 7th), cerilorar] denied by Supreme Court).,

Jacob Troy, Wilkes-Barre, Pa.: Progccution for evasion of corporatior income
taxes, chiefly by omitting from income-tax return $200,000 received from retail
oll and gasoline sales, as recorded on books and records., Verdict of not guilty
directed b%Dlatrlot Court on account of its exclusion of bank-deposif evidence.

Irving Wexler, alias Waxie Gordon, Now York, N. Y.: A “heer baron” and
racketeer, convicted of evasion of individual income taxes and conspiracy to
defraud the United States of income taxes. Dafendant oporated largo illogal beer
manufacturing and distributing business, conducted in fictitious names, with
bank accounts also in fictitious names. émitted these profits from returns, but
reported small ‘‘commissions” (United States v. Wexler, 70 F, (2d) 626, (C. [0} A,
2d), certiorari denied, 297 U, 8, 703),

Dr. C. G. Wiggins, Los Angeles, Calif. Convietion of dentist for evasion of
individual income taxes, Defondant maintained patients’ cards for only a por-
tion of his patients, kept false books and records, and accordingly reported only
8 part of his income. e also kept & secret, correct book of professional recoipts

gnpgganv. Uniled States, 64 F. (2d) 960 (C. C. A. 9th), certiorari denied, 299

Yvette Co. and David Oppenheim, New York, N. Y.: Prosecuted for evasion
of corporstion income taxes and conspiracy to commit such offenses. Evasions
attempted by olalminf false deductions for officers’ salaries and diverting cor-

ration income and distributing it among officers and emplo¥ees; also by charg-
ng personal expenditures of officers and emplo,~28 to operating expenses of the
business, Defendants Yvette Co, and David ‘Uppenheim convicted; two code-
fendants acquitted,

A. P. Zazzaro, Hartford, Conn.: Pleaded guilty of ovasion of income taxes
based upon unreported profits from operation of gasoline station and manufaocture
of illegal beer, which were kept off the books and records.

Julius Zwelg, 8t, Louis, Mo.: Pleaded guilty of evasion of income taxes based
upon large unreported income from gambling and “numbers” gameo operated in

* fiotitious name; also by maintaining soveral undisclosed bank acoounts.
Very truly yours, ,
Jas, W, Monrris,
Assistant Allorney General,
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Under Secretary MagiLL, The next matter I have was a request
made by Senator La Follette—I am not sure who made each of these
requests—for a list of the former employees of the Bureau of Internal
Revenue who have left the service of the Bureau in the last 10 years
and are now engaged in practice before the Department. Such a list
I have here.

The CuairmaN. Do you suggest that it be read or just inserted in
the record?

Senator LA FoLLETTE. Describe it to some extent. How many
people are on it?

. Mr. OLipHANT (General Counsel, Treasury Department). The list
is a typewritten list. Unfortunately the number is not indicated, but
it runs to some 20 pages.

Senator La FoLLeTTe. And does it include the names of the people
that you have been able to ascertain who have previously been em-
ployed by the Bureau for 10 years and have now gone into professional
tax practice?

r. OLieuaNT. That is right. It covers separations from the
Bureau during the last 10 years and is limited to those people leaving
the Bureau who have enrolled with the Committee on Enrollment
and Disbarment and are thus authorized to handle tax matters before
the Department. 'We have arranged the list alphabetically and it
shows the designation of the individual while in the department and
the date of his separation from the rolls,

Senator La FoLLerre. I ask that it bo incorporated in the record,
Mz, Chairman, _

The Cuamrman, Without objection it will be incorporated.

Senator LA ForLLerrr. As I feel this is one of the important phases
of this whole problem.

Mr. Treapway. May I ask, Mr. Oliphant, is thore any reference
to the places or cases in which these men have been employed in
appearance before the Treasury?

r. OLIPHANT. The list does not include that material,

Mr. TREADWAY. It does or does not?

Mr. OLipHANT. It does not. It includes three things.

Mr. Treapway. This is simply a statement of those that have been
soparated from the Department, rather than a statement of any
activities thoy may have indul, ed in since then; is that correct?

Mr. OuipHANT. Those who have left the Department and who
have enrolled themselves before the Committee on Enrollment and
Disbarment of the Treasury Department and are thereby authorized
to handle matters before the Treasury Department.

Mr. TreapwAY, You have a scheme whereby any attorney must
designate that he wishes to Rractice before the Department?

r. OLtpHANT. That is ni t, Under legislation quite old the Sec-
retary of the Treasury is authorized to pass on qualifications of people
who practice before the Department and continue to practice, and in
carrying out that function there has been set up in the 'I"reasury
Department a committee of three distinguished men who work on
these cases and handle both applications for enrollment and com-
plaints against practitioners and make recommendations to the Sec-
retary for his official action, .

Mr. Treapway, This list is purely technical in a sense, of those
that may or may not have appeared at some time or other?
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Mr. OLiruanT. A list of people enrolled before the Committee on
Enrollment and Disbarment was the only source of information that
we had of the present activities of such a large number of people. ‘

Mr. Treapway., Am I right in recalling and having in mind that
thore is a limit of 2 years before anyone can appear? Is there some-
thing of that kind in the law?

r. OLipHANT, That is true.

(The list of former officers and employees in tax practice is as

follows:)

ForMER OFPICERS AND EmPLoYBES IN Tax PRACTICH

The attached, submitted for the committee's record, 18 a list of formeor officers
and employees of the Treasury Departmment who handled tax matters during
their service with the Dorartment and who, after leaving the Department,
were enrolled by the Committeo on Enrollment and Disharment and thus author-
fzod to handlo tax matters before the Department. The list, arranged alpha-
botically by calendar year of separatlon, covers a 10-yoar period boginning July 1,
1927, and is furnished pursuant to the committee’s dircction on Senator La I'ollotte’s
suggostion. (See pp. 418 and 419, vol, 5, of the hearings,)

1027
Dato sepa+
Name Deslgnation e
Adkisson, Jesse D.. Agent... . Qct, 81,1027
Allgn. Raphael C 8ent, 1,1027
Anderson, Harry o ARONL.neareencnennnan Nov, 30, 1927
Bender, Isaan I......... veerel0imecnecnnanensnianinaneennanen wenearan | Inly 27,1027
Bohror, Joseph. .eevensens veeeadn Aug, 31,1027
Burke, John Jav... Cashler..... Do,
J Agent. Do,

Nov, 30, 1027
.{ 8ept, 30, 1027
Deo, 18,1027
Aug. 31,1027
I , 102

s) . o
Danson, Cloyd 0; -
?Aclacoxao. am&s C. ennfaasoatl

oy, GOOTEA M.ecrcueenrncecerscnornsnnafooenelOurnncnomaernan
Folgonﬁaumr%‘mn‘k.......................... O L ay 102
aamble, HHOWAFA W.e.veveneevaesnscrancvean]noeealdMvsnscearecnssoannanensraancannacessns| NOV, 30,1027
Qelte, James Anderson, ARIIStANE ALLOINOY. . cuserencnnannncsecnseass| Doo, 15,1027

Qoddard, Fred 0., ARONE..urvemoonansenceeinansvnunonasnaavenass| AUR 81,1027
Qregg, Aloxander V Qonarai ‘Counael (internal Hovonue)........| Oct. 10,1027
Qruberg, 8amuel..... ARONburrenrrncnnaannronanas anmaans somenseans| D00, 31,1027

ackman, Logan F..eeeneeavicecacscnnennas ALLOINOY.eseenreererennnncetancansaruonenans Aug, 31,1027

ADKIN, QEOROTY..orvneeesasnaancns
Liarrison, Willlam
ooy, Tmor 1

RioY, vl
Hunt, John g! 8.. Agent
Jarvey, Willlam A, gent.
oney, JAMES E.eeurreennne caeereaneswa| JUnfor %
linger, PAUL O, .vvanaenennsovacncenaveonnne] AU arcencrvancnermnrrvonensonnneecna..| JUIY §,1027
LaRue, Olaude 8 ﬁgon esonavensnconensennsonnnensmnacannaneanl OO 31,1927

- vesanemcvman

esealO, .
Xaluauon ongineer.

gont.........

eowewan

(estate).

fal

Lowroy, Fred RONL (630a00).cuneccncrrcrnrcavanvanas 1027
a u.yNathanN AGONL.cavavencannenensinsacsmnnane 1027
Mills, John H..... seeral0cusnesacnncanancenamnncaen 1
Morrls, John V.... Assistant attornoy..v.eee..

Overholtzer, Ralph ¥ Aoting colleotor. cuceneanann-. 1827
avenel, Henry. ceeeveencasnsncneccnnnncnnns OFNOY.ueenrnvans avessransarisenranavanses] NOV. 15,1027
1tine, JOhN O..ccnurrienncnancnvnenancanes] Epocial asglstant. ...veenrencccnnnncnnencens.| Sopt 1027
ogefa. JONM H . enmercaverasaceennncnsacnes| ARBON.cueannnens

Bohnitzer, JAOOD. «.vnesererensernssrecncanmenloneealOuenaaans

8hepard, Donald D Attorney......

Smart, George B. . rarox00uaumon s mrnenersenrrs

8mith, 8hade Q...

Chlof, Audii Sectlon.......00.
Agont

sermmsssssannunteenn

Btickney, Harry...... . 0
v { Alt‘ldltor..................

& Wasson, Robert H.........

WIlilum'son ‘ﬁdwm | PARR wonnsssenone] ARONb cecncecnccananncnncnnsencnssncasnunnaal NOV: 4,
WISEMAN, JOND.cuaunenrnsssesernnnsromnsrsos|enrsallOnnmnmmeesmnmenesnssomonesneroonnnsenss] D00, 18.1827
WILLOr, (100TR0 Ouvuneuremnsesosrasnseanee] ALLOINBYaenmsresnernsarmasonanssmsosessnens] NOV. 7,1027

saroenasnsnn d
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Name

Designation

Date sepa-
rated

Abel, Qeorge Ruceeeevncivacrmeenueneecnsnss
AP bun, Vol V7T
Appuhn am VY,

Austin, W, Leo.
3each, Donald I
Baker, Benton, .

Berkman, Nathan
Plader, David.......
1} 9orden, (lrmwnlu
iraley, Carl H....
Brown (‘hnrlos...
lrm\n(ng.

Bush, Floyd W..
Clark, Herbert -
Coflee, Arthur B, Ir
l)aubln Moredith M.,
Paul W....... 020,
Dolohunt 'l‘homnsS.......................
Devine, Bdward A.......
Dudley, Thomas P, Jr..
Elgnor, Isragl........
Fohr, Jesoph Conrad
Fisoher, Barnatt 1.
Fisher, John W,
Fisher, Marlon N’
Fox, Bornard P..
Frey, John C.......

Qillesplo, Vincont E
Glmlwlll, Rudolph H.
rah mm, Clorenco..
Ilokoy. :lmrleq J e .
1ok oy. JomosW..eoneevennns
Tooloy, Harry E.
ones, Willlam Aroh
ustico, Clnrence M
Kotopotmq, Stoven
Kolly, Timothy J..
Kostor, 160rgo 1 ...
L.ampatter, rnosl w.

arah, Norman W...eoea.n
oyor, Charles A ceeunee.

Milam, Ben R.....
Miller, Kdward O..

onahan, Rohert F

ullon, Franols Nio PR
N8I, CNAFIOB Reesenreassessmmmnomnssmomees
NOVAK, AIDOTE Joennanonnvensesmnnon -

| Atvorney. o
Ag Y..

(1] .
0.

......:{o........ ...... evmmevmeesesensnusevsauns

ANOI‘HO)‘.................

venameovensnonan

do,
Axont (oau\to)...... ..... venwesseneuncannsuas

gont
ﬁsslqtnm 0 COMNTISBIONOTswenwranan wasnans} M

’)'mlon, LyNR Do veencecnnruvnsonanannasas
’ﬂoouer. F o"( Jecanerncsnanrmnnsencensasann
’rlosmliz WllllrmiK::::""""""""'"'
Reknes, O

rta0n, HHOWRFA.. - euenesevens
wator.l ONrY Wearevrioarannnacn

ccusmsevseve

8
sal

scsnace

enessew

ohwa| ur?*mdorwk W
Soott, Lol

ANA Wereoareeresresannnncasnarone

mmmemanscensemsesNancannnImE
ansenll0cuarencennann
anana 0...........-.-.-.-.....-..--.....-..n

L IS R L L L LT T T TP P TP T PP

'Il\‘eeimlcnl DAVISOra crereenevernenarasennsones

RODYeesaeeainancnnnvnsacnannnne

venvean
caneell0uauivnrnasensorsccnninnnns

servsuee

sevnevaswosuenn

....(}o.......... amevonna

enavsll0cmeanrncunrrsenssnarncntsannsnncasannns

sevenllO0nuccvevnsnen

canvesNsvuannesssascnen

svenallDimuerasacrvrenerarvannascnnnscnenscnnn

AtLOTNOY cnuenn. vrensvenrsusonssnsancancanna

Mnar, 1,1028

June 15,1928 -

Mar, 11,1028
Jan, 15,1928
Aug. 20,1928
Apr. 30,1028

028

s 31
(49
Feb, 29,1028

1
Deo, Jl 1028

Mar, 22. 1028
Oct. 15,1028
Mar, 12, 1028

Lang, m\{mon ..........

mymun 'v'llllnm M.....- 10
Josloy, erensannanasn ceemanen cavsanmasamnannns| 1300, 31,1028
Loslio, ‘mnk ..... Attorncy Feb, 1,1028
Luehhors Joso;’)hn Agon [ sesnenuavaasumamensonnas g, 15, 19!
Lundin, Gustat O.. Jon, 80,1028
MoAvoy, Josoph P. ......( o,....., ept. 15,1028
\ToQough, Datriok ¥l 1i il -| Mar. 14,1028
MoGrogor, Arthur.... As(gl‘s;tn'r'\‘tmtoomomber of Bpe Aug, 2,1028
MoHugh Slmon . awnmmene| ARONbeccnn. . Mar, 7,1028

anny WY B ooeioress s onrironos -

Mar, 31,1028
A 0. 19:
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Name

Designation

Sheppard. l{erben Crvrvrersesnerccncsnannns
Bolum

emuacmen

Whaien. Matthew..eeeeeenennas wovenn wo———-

.Y | 2 N

Chlef‘ Fleld D

Jan, l. 1028
8ept. 30,1028

Bond, 1
Bouchard

Chandler, O
Coloman, GeomoJ .......
Dalo, Geo. N.oo.oooeuae
Deibert Auhurll .....
Easby-Smi

Fx\rls, uo t, iy JCau
er:_loy rzl\
vlo:\son .l(oward...........
lonu, Wilthm B.....0000
orham, IT,. D..
raham Vnrron Cureee
rant, Wiibur 8
raving, Lawrence
m-ﬂsmn. Ralph M
arrls eoru I
Terr, bum xe 8
Junuw. Jr.
Tiils, 1 rry W..
“Iowat. uv\rold Boruirnnirenonsnecsncsammnnnne
Tubschman, Albort. .
Hunter, Donald V...
Katz, ﬁyman Louis..-2220100

R OO00000

, Manye
aumlslrom. Ilotold A
Lynoh, JAmMes J......cooncevuns
Mo 'Jonloguokl)unlel P.........

l\“qnn
Mlohrwl

80Ol evernonnncnsenanns

) S,

50):

R oh

M
sesesunmpuneann

ts, Robert
M eumdomor. Ohrlatlnn | 1 PR
Mongenu, !

Rw

ndrew Rovemeoiveit

Q'Callaghan, Jas, A

Opmnhelm. Morris D.

Porry, ATthUr Lisvencsecernvensaseccsnscsans

Po‘rton. Paul L. s
hister, Lisponard B.

R T T T

ma .lol}n't
or, #éqlcnm R

Mal
nftmuah mchmt?x?d ... .o
8ax, Bam

Bhinn, Barl W. .. ceeensrencarennvnennnnnnnne

wsseanecsssnn

) 5

P P PP Y Y Y T2

BlaviK, FIanK. .c.covcucarnervecacasancnnnnes| A

.--.-.-..u---.-----..--.-..-u

Woerevorreesmencuonsannnnonen

Sloan, John
Bmlth, Charlea .
Bmith: fmmn B

lo.

0eeevrecovancnccrnne

teseansavener D TR T TR TP T Y
.....( 0.ae

)
ABONernenerennrannsennn

...(0..--....--... ......... sesmsausemnssvan

cannell0..
sevasllOnn

wenesll0uacansnnrrnsucensncsrunanncenrscacnnane

Audnor...............

aneesllO0penrnes

seanunpsesannnene

ALLOTNOY.venrerenerneasnnnsassnersnnen
JONbieaccnrsanruenstenaccnsnsaavenannnanses
ALEOPIION. vx v v wnnneesrnnernunsrnsmanmermons
Assoolnuattoruoy..........................
ARONL.crenrorvnstucncensonsrsnncnssnsonansesn

T e

.do,
esandO,
Colloct
ﬁttornoy .

BONbicennsnasnvarananes
B
AULOTNOY.conenerreossesnmananseccnsossereene
P o
enevsll0iniannnnacennervanvuressscnnacavonnans

veeasl0inanveveccananncnnnansaconssacsncnnanes

seesullOiuvanannscscanecnrannsavancsnsnannanaes
eerealOierenrnncnasunnancncsnsanvnsscacsnnanne

Sonlor nuorneyn.... ........... vecencannense| I
Agor

July 8},
o, 7109




é
i
!
j
:
:
i

TAX EVASION AND AVOIDANCE

1020—Continued

379

Name

Designation

Date sepa
rated

Bulllvan, Timothy D.
omas, L. Easpern.

eensace neveme

'I‘humon. Troy Q...
Van Burgh, Lisle R.
Witter, George Q......
Wyland, David.....
Yates, George Q.....
Yeager, Robert L....
Yeatter, J. Calvin...
Zimmerman, Qeorge.

Zimmerman, John H
Zuelsdort, Wllllam. .

Feb. 6,1929
Feb. 14,1020
.I\an. 31,1029

Sept. M, 1920
Feb. 1 9
Oct, 22. 1029

1930

Dolan, ‘Thomas o
Emerson, Howard i
Evans, George 'I'......
Fentem, Alfrod Tey
Hammond, wllllnm Lln
fudson, John M
ones. llurry L.
Kash, Kolly......
Kello). Fdwnr«l B..
onnody, VIII amJ.....
Cileoyne,

Kostors h\wronco T,
Yionch, Rtossman 1)

.ucns. Robert 17,
MoDowell, mecll ¥,
Dhnstead, Fdwin B....
’tlnzlng. Johny . ....
Rippotoo, Walter ... "
!IM!an‘. Danlel W,
8tack, Patrle

atsessvesnaseanens

snevsmenennsarnsnervsoannunY

swmglo FlOYAJ . evcracinmvancanenrnne o mee| A

TOITY, SLANIOV. « < venenene e
Truitt, Hughey B
Wrl gh§

cennscuvanane

efewnsellOuirancncennen

-\ Commniasio

Vorno Hareernneetoiimnneiiiillill] Agent

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

At tomoy..........

vocrelDinrnrnacarncennanrerssenanees
ARONb.nerentaavmneasasecnsacssssannaseenree

memsmsmPasAPREARIN R eRaT L,

do..,
Assoclutonttornoy.... wEnnsssamansaneswenns
Sonlornuornoy..............
sol‘ ennene
[

“Valuntlon ons!nwr......

80!\ reessneveaLeassenaen

" KESIotARt AHIOFROY. o

Mleurencroecaresnssancncnas

00!. 31,1030
Feb. 18,1020
Feb. 35,1030

. Apr. 30,1930

Feh. 24,1030
June 3,10

T,
Jnn. %l. 1930
Mnr. 38,1030

.| May 14,1030

Oct, 31,1030
Aug. 16 1930

.| Deo. 13. 1030

Foh, 1,1030
Juno 3

0,
.| Jan, 3!. 1030

o Juy 8. 1930
May ‘B 1980
Jung 3,1030
Doo, 31,1930

1031

Carroll, Mitcholl Boveurecvnvenenevsncananene
awson, Snmuel Qeesvasosssonancnvacsannes
onckor WAIOE (unvnncrrvnavrevesnaseannns
Warron W.........

csenvennne

cunssane
cnsvanon

cenuvn

PAWARd Joare voneennnnecananannes
WOIKOM, WIILAM. oveereaneeeemnrererannnsne

ALLOrNOY.ereunnnscrrnnsnenasansusrsaseuannns

t
Auomoy......
Agonbeeescnacese
veeasll0uiunanannearocccaiaransionsosncancocnas
Attornoy....................................

BONbeuassanssnneneorennarrennenansvnssannss

T

1032

emsesasanaRRsINCEETRRRRBRIR YL

mamm.’n T S —
TR N
Meaocham, Kugene. .

sevena

Q\?oo ?z‘& o sy

messmeensnaseNsuETIEssanaRRLS"

ﬁsmmnt 80 C0MO0tOT. s uuesnvaranosesenansee

BONteeeersrnrcusennunsaransuannnseananruons
ceers0csaevuvanennnencessasncnncosnsvansonesn
vaess80ciesrourasnnsoaranevancecnucesnsncronss
Bpoolal‘!lent
Mtomoy...
Mg)r r.y...
M{ont in
ALIOTNOY o anscnnvrvarernvnvensensesnaensrnns

Honior ALIOINOY auecnvesscnsaccaunanscavannes

>omr> Ty
S¥SecEcoc
e
sEsEzEss

ea
=
et ot 030 o e O e
3
<4

e
=
3
g
&,
»




380

TAX EVASION AND AVOIDANCE

1033
v Date sopa-
Name Designation rated
Acheson, Dean (....ceeeee..e eesnensunsanene Under 86crotary . coueeeeeeeuereecicansnnnnn Nov. 16, 1033
Baldridge, Pressly IR, Upooh\l Doputy Cominissioner. - Doo. 31,1033
Ballantine, ArumrA nder Secrotary....... vesran fay 15,1033
Barnard, Charles A Attorney. .| July 15,1933
Barnoa..‘olm Potts June 1,101
Bergeron, . Louis Oct. 10,1033
Berrlen, Laura M. July 16,1033
Blrch, Arthur W hiof, T Aug. 31,1033
IHnI Qoorge W, Asgistant to Colloc Oct, 31,1033
avd, William it ALLOTNOY eveoerenne Oot. 10,1033
mm. JOMES ) eeoeao et Cblof Counsal... Mar. 31, 1033
Burnet, David_ o020 00Tl Commlsstoner.nanttiolsiiolll May 1£,1033
(‘nlneu,llcurly . .| Nov, 2,1033
Qarlson, Alarik W, .| Sopt. 10,1033
Curragher, Dante! 11, Assnolato uttornov ................ . Juno 30, 1043
Charest, Clarenco M... CGionoral Counsol (Intornal itoveniio). .| June 12,1033
Dougloss, Charles H...oevveenveivannn Asdsmnt t0 ColloCtore cavenrcnnsnenaenseensdd Al 22,1033
Downer, James Arthur...oo20 0o lIlIIIILT . .| Doo, 31,1033
Duggan, William.. olloomr........ l)eo. 0, 1033
intes, Robort M.. Deputy Conimlss 30, 1033
Finnell, John lu... Spocin! agent July 15, 1033
(Hbbs Jullan (1., Do,
3ibson, Lloyd G Aug, 8.1 a3
awes, John 1., bom,. 10, 1033
or\lv.Jowph R.... Deo. 15,1933
William'i.., l)o.
cwos, lilmnns. . Doc, 12,1003
ubbaeh, William 3. Aug, 31, 1033
Jaokson, ilonu\r Ao Dee, 31, 1033
ohnson, KEvorett C. ... Oct, 19,1033
Lookwond, John, Jr... Hopt, 16, 1043
M ollrl(lo. Uomuo M... Aug, 0,1033
MoCaonnell, I, F...... tt \0y.. July 15,1033
Macllarrio, Edward,.. .\ssismnt oiriof Tiokd doputy.. Oct, 25,1033
\ n""w meell\lm Attorney July 81,1033
Mahin, Hilary D.. Tuly 24 190
Ma! lno. 'l‘homns... May 31,1033
Mathers, (foorgo A . July 15,1033
Morrlrmn. Lawrone T, Oct, 15,1033
Mires, Harrls ¥. .. Asststant fo Clon Mar, 4,1033
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an. 30, o7

Under Secrotary Macinn, The noxt mattor for which I have noted
a request, Mr, Chairman, is this; I think Mr. Treadway requestod a
momorandum showing the activities of the Bureau in connection with

the Dwight and othor casos involvin

the Bahamas insuranco com-

panies, showing tho dockot entries which were made by the Bureau
and what its activitios were during the period that tho files woro
under consideration by the Burcau.

Wo have also hore the files in the cases which wore likewise requested

by the committoe.

May 1 say now that as soon as thoeso files have

sorved your purposes we would bo glad to got thom back, becauso, as
we said to you when these cases were presented, there are offers in
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compromise pending aggregating around half a million dollars, and
we can’t decide them one way or the other without the files,

. Senato> LA FoLLerTe. I originally made the request for the files
in this case, and I now make the request that they be turned over to
Mr. Parker and his staff, I have some matters I want looked into,
"ghe Cuairman, Without objection, the request will be complied
with,

Senator LA ForurrrE. I ask that the full file be turned over to
Mr. Parker and his staff,

Under Secretary MaaiLn. They go into the custody of Mr, Parker?
The CuamrmaN, That is right,

Under Secretary MaainL. We brought up the files in three or four
other cases of the same sort,

Senator LA FoLLerre., Mr, Parker requosts, Mr, Magill, that those
files be delivered to his office in the Bureau, so that they will be in
the physical jurisdiction of the Bureau,

nder Sccretary MaciLn, Well, that is good. We can go on
about our work at the same time he goes on with his,

(The information requested by the committee and supplied by the
Treasury Departmont relative to the cases of Richard E, Dwight and
othoers is as follows;) '

JoLy 12, 1037,
Hon, Rosenr L. Douvanroy,
Chairman, Joint Congressional Commitiee on Tax Fvaston and Avoidance.

My Drar MR, Cuairman: Pursuant to the roquoest of tho comimittes, the files
in thoe casos of the following individuals aro transmittod herewith:

Richard E. Dwight, Henry W, Lowe, Jacob W, Schwab, Winflold Ayres,
Goorgo Thoms, Lawrenco Marx,

For tho convonionco of the committeo, and to supplement the chronologioal
soh(eldulos furnished in each of the cases, tiw following summary observations are
made:

The rovenue agont's report on Mr. Dwight's 1032 return was recelved in the
Commissloner’s office at Washington Fobruary 5, 1035, and in the office of the
chiof counsel for the Burean May 21, 10358, The recoipt of the report in the lat-
tor's offico was for the purpose of detormining, first, whether eriminal prosecution
was warranted and second, if the facts did not warrant orlininal procoodings, to
make a recommendation as to tho assortion of fraud ponalties,

Tho status of the olvil llabilitics in cach of the cases Is due to the practice of the
Department to defer sottloment of civil Habilities, In cases where possible oriminal
liability s fnvolved, until after disposition of tho oriminal issuos.

Tho oriminal aspeot of the case was, thereforo, the Problem of tho offlco of the
chiof counsel for the Bureau from the outset. Some of the matters requiring con.
sideration in ronohln{; a sntisfactory conclusion on this issuc are indicated In the
language of Mr. Dwight’s own attornoy in a lettor, in tho filos, as recent as Feb-
ruary 19, 1037, madin? in part as follows;

“In the first y})‘lnco. t 18 to bo noted that tho point fundamentally at Issuo 1g
tho validity of tho deduction by taxpayer from his gross income of a paymont of
intorest. 'That intorest paid, in the fax yoar, by the taxpayer, pursusnt to a
valid and subsisting undertaking by taxpayer {8 a proper incomo deduction is not
subjoot to question. That thero was, prima faclo, such a paymeont in the present
onso from o logal standpoint is amply borne out by documents in possession of
the Bureau whoso authonticity has not hoon questionod as far as is known to
taxpayor. If any such question oxists, confirmation of such suthentiolty ean bo
roadily and quiokly obtained,

“The prima facle valldity of taxpayer's claim boInF thus established, the bur-
don would scom to ho on the Buicau to establish the fact that for oxtrancous
reasons the deduction is improper. This burden oan be sustained, it would seem
only if eithor ga) it ean bo shown that thero was in faot no such Interest Paymoné
mado as is claimed by taxpayer, or (b) (which is tantamount in result) It can be

roved that tho wholo trananction was spurfous and fraudulent so that there was
n point of Jaw no intorest paymont and the taxpayer may be considered to have
attompted to evade the payment of an income tax by claiming the deduction in
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question, Here, it would seem, consideration must be given to the legal effect
of the disclosure which taxpayer mnade on the face of his return in determining
the ‘willfulness’ of such attempt.

“Assuming again the authenticity of the documentary evidence which has been
furnished the Bureau, an interest payment was in fact and in law made by tax-
*myor. The only remaining question would, therefore, scem to he whother
nherent in the facts of the transaction there exist such circumstances or relation-
ships as to impugn the good faith of the transaction and thus to avoid the neces-
sary legal effcot of the apparent facts.

“Inasmuch as the taxpayer could not have consummated the transaction
involved without the active interposition of a third party, no consideration nced
here be given to that class of situation whore malfeasance or nonfeasance of the
taxpayer alone is involved, That a third party actually existed and took part
in the present transaction would scem to be apparent on its face; if any doubt
oxists as to this the actualitics can bo quickly substantiated. The question
would seom to narrow down, therefore, to whethor such third party was a straw
mail, an agent or creature of the taxpayor, under gontrol of the taxpayer, so that
while ho may havoe existed in fact his status was such as to legally idontify him with
the mx]pnyur. In othor words, and to sum up the result of the preceding analysis,
it would secem that the Government's sole basls for attack on the transaction
undoer conslderation (certainly, at least, in ros?oot of tho elemont of fraud) would
be that the taxpayer had entored into a conspiracy with a third party to willfully
oevado the payvment of an income tax, Tho important and, in fact, the only
rolovant consideration involved in this question would he the relationship existing
between the taxpayor and the third partr involved, This would seem to be the
only status or eircumsiance upon which the Burcau must satlsfy ltself in order to
pro‘porl pass upon taxpayer's claim: If investigation discloses that the trans-
aotion botween tho taxpayer and such third party was ontirely at arm’s length
and In good faith and resulted in tho establishment of an ordinary, normal busi-
ness relationship, then the motive of the taxpayoer in entering upon the transno-
tion eannot he (}ucstlonad and the taxpayer must, at the very least, be exonorated
of any charge of fraud.”

The present status of tho oriminal fssues are due to representations made by
tho taxpayors and considered by the Departmont; to the dovelopment of the
faots; and, in {mrt to tho case of one William H, Eshbaugh, mentioned in the files
and now pending In tho United States District Court for the Southorn District of
Now York upon a sult for refund,

Tt will be appreciatod if these filles may be returned to this office as soon as prac~
tleablo aftor thoy have served the purposes of tho committeo.

Very truly yours,
Guy T. HeLverING, Commissioner,

WinmiELD Avres, M, D.—-'CALENDARCYEM! 1932-——Curonoroaicar, HisTory
or Casp

March 15, 1938,.—Dr. Ayres flled his 1932 roturn with collector, third New
York district. Return showed total income of $22,050.00; a deduction in the
amount of $16,010 as “Intercat paid on collateral loans on llfo insurance policy”;
taxable net income of $6,049.60, and tax due in the amount of $243.98. Thore
was no statoement attached to the return glving details of the intorest deduction.
. April 13, 1984.—Lettor from Dr, Ayres to Treasury Dopartmont, United States
Parcol Post Bullding, New York City, attention Mr. D, Op‘)enholm (an intornal
rovenue agent in the offico of the agent in charge for the third Now York distriot)
r«:})l ing to o communication dated April 8 relative to Dr, Ayres’ 1032 return und
advlsing that a col)y of his return was In the hands of his lawyer, Mrs. S8hirloy
Moore, 70 Pine Street, New York, and roquestlu&ﬂmt the agent oall thero on
Monday, Aprll 18, at 11 a. m,, or folo!)hono Mrs. Moore if that hour was incon=
veniont, ‘This communication indicated that Internal Revenuo Agont Oppen-
helin was at that timo engagoed in an investigation of Dr. Ayres' 1032 return.

Octobor 17, 1034.~Internal Rovenue Agent I, Oplmnhoim submitted to the
intornal-revenue agent in charge, United States Parcel Post Building, Now York,
N. Y., a report covoring his examination of Dr. Ayros' return for 1932, The
roport showed additional tax due in the amount of $1,886.07, duo {0 the disallow-
anco of the deduction claimed In the return for interest paid on collatoral loans on
life-insurance policy. The revonue agent’s report shows that this itom repre~
sonted intorest pald to tho Standard Lifo Insurance Company, Ltd.,, Nassau,
Bahamn Islands, in connection with a single premium life-insurance poﬁo,v of the
face value of 8460,0()0. ‘Tho revenue agoent rofors to the roport of Spholal Agent
Thomas W, Hansborry, datod August 27, 1934, for detailed information,
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November 8, 1984 ~—Internal Roevonue Agent in Charge C. B. Allon forwarded
to the Commissioner of Internal Revenuo the report of Internal Revenue Agent
Oppenheim and all other papors relating to the examination of Dr, Ayres’ return for
1932; also a copy of tho report of Special Agent Thomas W, Hansberry, dated
August 27, 1034, togother with the 1932 return, photostatic exhibits, ete., covering
the special agent’s investigation of Dr. Ayres’ return for 1932,

November 16, 1934 —Agent’s rcPorts and accompanying papers relating to
Dr, Ayres’ return for 1932 received in Records Division, Income Tax Unit,

November 22, 1934—Agents’ reports and accompanying papers rolating to
Dr.itAyers’ return for 1032 received in Special Adjustment Section, Income Tax

nit,

.Ianuari/ 1?, 1986, —Lotter from Deputy Commissioner Russoll, Income Tax
Unit, to Dr, Winfield Ayres, Now York, N Y., advising him of additional tax
lability for the yoar 1032 in tho amount of $1,880.07, on the basis of the Internal
Revenue agont’s roport, and that the statutory period within which a final notice
of tho deficioncy might be issued would expiro on March 15, 1035, and onclosing a
form of consont oxtonding tho porlod of limitation for signature by Dr, Ayres,
if ho so desired, ,

January 10, 1935—~The Chiof of the Intelligence Unit forwarded to Deputy
Comumissionor Russell, for the attontion of My, Ralph Reed, tho original roport of
Spocial Agent Thomas W. Hansborry, dated August 27, 1034, covering his investi-
gation of Dr, Ayres’ return for 1932,

January 23, 1935 ~Lottor from Dr. Ayros to the Commissioner of Internal
Revenue in ro!)ly to Burcau lettor of January 17, 1035, onclosinfz consent extendin
gholxzorlod of limitation and with which Dr, Ayres returned the form, duly oxcoute

y him,

January 28, 1935.-~Letter from Deputy Commissioner Russoll, Income Tax
Unit, to Dr. Wintiold Ayres, Now York, N. Y., acknowledging roceipt of Dr.
Ayres’ letter of January 23, 1035, and advising that the consent had been aceepted
by the Commissionor,

May 21, 1936, —Deputy Commissionor Russell, Income Tax Unit, forwarding
to tho Asslstant General Counsel for the Bureau of Internal Revenue tho incomo
tax oaso of Dr. Winflold Ayres for 1032, for consldoration_ of the question of
oriminal ?rosooutlon and an opinion relative to the assortion oi the fraud penalties,

May 27, 1936,—~Caso reviewed by yrolhuhmry dosk, Penal Division, and recoms

mended for agsignment to another attorney for constderation,
| May 28, 1986.—Case assigned to W. T Howley, Special Attornoy, Pengl Divi-
slon.
April 20, 1936, ~Lettor from the Commissionor of Internal Revenue to Dr.
Winfield Ayres, Now York, N, Y., advising that his income tax caso for tho yoar
1032 had been referred to the Assistant Goneral Counsol for the Bureau of Internal
Revenue for consideration and that it probably would bo impossible to reach a
deoislon thereon prior to tho expiration of tho statutory period of limitation appli-
eable in his oase.  Tho letter enolosed a waiver, form 872, and invited Dr. Ayres
to sign and return the waiver, if he so desired,

A “f’ 8, 1936, —YForm memorandum from the Head of Records Division, Incomo
Tax Unit to the General Counsel, advising that the statute of limitations applie-
ablo to Dr, Ayers' return for 1932 would oxpire on June 30, 1036, and Inquiring
the atatus of tho case,

May 12, 1086.—H, B. Langhlin, Head, Penal Division, Assistant Gonoral
Counsel's Oftice, advised tho Hend of Records Division, Income T'ax Unit, that o
request for walver had been mailed to Dr. Ayres on Aprit 20, 1036,

h I(zq 15, 1930,~Momorandum for filca.  Mra, Shirloy Moore, 70 Pino Street,
New York, N, Y,, attorney for Dr, Winfield Ayres, called at the offico of the
Asslstant General’ Counsel and inquired with respect to tho nccessity for tho
filing of n waiver by Dr, Ayres for the year 1932, She was advised that Dr,
Avrea' ease was helng considered in conneetion with tho cases of other individuals
who had claimed deductions in conncction with singlo premlum lifo insurance
policies,  Mrs, Mooro denied having knowledgo of tho polielos but stated that
she would advise Ir. Ayrea to file o waiver immediately, sinco it appeared that
the Bureau was giving careful study to the lssues involved and it appeared to
her that both tho interests of tho Government and Dr. Ayres would bo best
wotoctod by the filing of such a waiver,  Mrs, Moore filed with Special Attorney
g '1‘.‘ Howloy a power of attornoy from Dr. Ayres, constituting her his attornoy-
n-fact,

. May 18, 1830 ~Power of attorney excouted by Winflold Ayres, constitutin
Shirley Mopre, 70 Pino 8treot, Now York, N. Y, his attorney-in-fact, was recoive
and rocordéd In tho Public Rolations Division of the Buroaw of Internal Rovonuo.
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June 15, 1936 —Letter from the General Counsel for the Treasury Department
to Dr. Winfield Ayres, 133 Iiast Fifty-cighth Street, New York, N, Y., advising
that his income-tax case for 1932 was then under consideration and offering him
"i l,xlcarin with respeet thereto on June 23, 1936. This letter was returned un-
delivered.

June 18, 1936 —Letter from the General Counsel, Treasury Department, to
Mrs, Shirley Moore, 70 Pine Street, New York N, Y., transmitting a copy of the
letter addressed to Dr. Ayres under date of June 15, 1936, offering a hearing on
his ease and advising Mrs. Moore that the letter had been returned undelivered.

June 19, 1936 —Letter from Mrs, Shirley Moore to the General Counsel, Trens-
ury Du{mrtmont, acknowlcdghx{; receipt of letter dated June 18, 1936, ~nd ad~
vising that Dr. Ayres was ill and had given up his office and had gone to stay with
some relatives until he was botter; that as soon as she was able to get the anddress
of Dr. Ayres, she would forward the General Counsel’s letter to him and advise,

January 26, 1937.—Memorandum from the Chief Counsel, Burcau of Internal
Reovenuo, to Mr. Irey, Chief of the Intelligence Unit, making formal request for
reinvestigation of the single premium life insurance polioy cases then pending in
the Chief Counsel’s office and furnishing to Mr, Irey, for use in conncetion with
such reinvestigation, the statomonts of faets in cach of theso cases as previously
propared by Speelal Attorney W, 'L, Howloy,

anuary 26, 1937 ~Memorandum from the Chief Counsel, Burcau of Internal
Revenue, to Mr. Irey, Chiof of the Intelligence Unit, trmmmlttlug for use in con-
nection with the reinvestigation of these cases a memorandum from Acting Deputy
Commissioner W, T, Sherwood, Income Tux Unit, dated June 22, 1930, which sets
forth further information with respeet to the typo of evidence needed in the audit
of these cases,

April 16, 1937 —The Chief of Intelligence Unit delivered to the Chief Counsel
Bureau of Internal Rovoiug, the report of Speclal Agont Philip A, Brenner, dated
April 15, 1937, In the case of Dr, Winfield Ayres covering the jnvestigation made
by him at Nassau, Bahama Islands, In that r(ﬂ)ort tho speelal agent advised that
Dr. Winfield Ayres died on April 12, 1037, at Roxbury, Conn,

April 20, 1937 —Form_ moemorandum from the Head of Records Division,
Incomo Tax Unit, to the General'Counsel, advising that the statutory period for
assessient in connection with the 1932 return of Dr. Winfield Ayres would expire
on Juno 30, 1937, and inquiring the status of the ecase.

May 4, ].087.-—-1!. . Laughlin, Head, Penal Division, office of the Chief
Counsel, advised the Head of Records Division, Income Tax Unit, that Dr, Ayres
was deeensed and that his estate had been requested to file a new walver,

May 7, 1937—Letter from the Commissioner of Internal Rovenue to oxecutor
eatate of Dr, Winfield Ayres, care of IF, O, Ayres, Roxbury, Conn,, advising that
the income-tnx caso of Dr. Winfiold Ayres for the year 1932 had heen referred to
the offico of tho Chiof Counsel for the Bureau and that it probably would be
Impossible to reach a decision in the caso prior to the expiration of the statutory
}mrk)d of limitation for assessmont as extended by walvers previously filed, The
cttor onclosed a walver form to be signed and returned by the executor within
15 days, if he so desired, with the request that he advise the Bureau if he did not
wish to execute the waivor,

May 19, 1987 ~Xetter from Mrs, Winfield Ayres to the Commissioner of
Internal Reovenue, returning the Commissioner’s lotter dated May 7, 1937, ad-
dressed to tho oxeoutor of the estate of Dr, Ayres, and advising that no will for
Dr. Ayres had been probated and no excoutor appointed; that anything further
about his caso should be taken up with Dr, Ayres’ brother and attorney, Mr.
I, 0. Ayres, Roxbtw. Conn,

June 2, 1037 —Momorandum from the Chief Counsol, Burcau of Internal
Revenue, to I)o{)ut?r Commissioner Russel, Income Tax Unit, roturning thoe
Incomo Tax Unit fife in the onso of Dr. Winfiold Ayres for the year 1932 and
ndvising that Dr, Ayres dicd on April 12, 1037; that his death necessarily removed
from the casc the quostion of criminal prosecution and lability for fraud pom\lty;
also advising with respect to tho lotter addressed to the oxecutor of Dr, Ayres
estato on Ma% 7, 1937, and tho reply thereto received from Mrs, Winflold Ayres
dated May 19, 1037, ' The memorandum suggested that as the perlod provide
for asscssmont of tho deficiency for 1032 would oxpire on June 30, 1037, a 90-day
letter should be issued prior to the latter date.

June 21, 1087, —Memorandum rolative to ponalties, Speclal Agiustment Divi«
slon by Auditor Arthur A, Rowland and Suporvising Roviewor M, H. Dinnecon,
and approved by J. W. Carter, head, Speoial Adjustment Diviston. Tho memo-
{gméan rots forth the facts in the case and recoinmends that a 90-day lettor bo

L]
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June 21, 1937 ~Letter from Commissioner of Internal Revenue to estate of
Dr. Winfield Ayres, deceased, care of F. O. Ayres, Roxbury, Conn,, advising of the
determination of a deficiency in Dr. Ayres’ case for the year 1932 in the amount
of $1,886.16, and that under the law the estate would have 90 days within which to
file an appeal with the United States Board of Tax Appeals for a redetermination
of the deficiency.

Ricuarp E, DwignT—1932-35—CuroNoLoGICAL HisToRrY oF Casn

March 15, 1933.—Mr. Dwight filed his 1932 return with collector, second
New York district, Return showed total income of $157,317.72; deductions
aggregeting $1566,840.64 (including $141,0628 as interest paid to Standard Life
Insurance Co,, Ltd.); taxable net income of $471.08, and no tax due,

March 14, 1934.—Mr, Dwight filed his 1933 roturn with collector, second
New York district. Return showed total income of $154,027.15; deductions
aggregating $150,504,.39 (including $143,607 as interest paid to Standard Lifo
Insurance Co., Ltd,); taxable net income of $3,432.7C, and no tax due,

September 29, 1934, —Internal Reovenue Agent C, A, Broach submitted to the
intornal revenue agent in charge, 17 Battery Place, New York, N. Y., a report
covering his examination of Mr, Dwight’s return for 1032, The report showed
additional tax due in the net amount of $563,693.01, due mainly to tho disallowance
%{ th% ;lgductlon claimed in the return for interest paid to Standard Lifo Insurance

0., 1,84,

November 3, 1934.—Letter to Mr. Dwight by internal revenue agent in charge,
furnishing him a statement of adjustments and additional tax recommeonded by
Internal Revenuo Agent Broach and giving him 30 days in which to file a protest
with respeot thereto,

November 30, 1934.—Protest filed by Mr, Dwight with a;zcnt in chargo against
{xroposed adjustments to his 1932 return, and roquest for a hearing thercon before

ho case is forwarded to Washington,

December 19, 103{.)--L0ttor from agent in charﬁo to Mr. Dwight setting oon-
foronce for 10 a. m., Decomber 26, in connection with Mr, Dwight's protest against
proposed adjustments to his 1032 roturn,

ecember £0, 1934.—Lottor from Mr, Dwight to agent in charge, acknowledging
receipt of a lettor of December 19, and asking postponement of conference on his
oage until aftor January 10, 1935, because the witness whom he expeoted to have
at the hearing was “leaving the country on the 22a and will return approximately
the 10th of January noxt.’

December 26, 1934.—Walver of statute of limitations for assessment of incomo
tax for 1032 (form 872) filed by Mr, Dwight with internal-rovenue agent in
ohargo, 17 Battery Place, New York, N. Y. This waiver extonded the statute
gg 1‘{8%\“0"8 for assessment, with respect to Mr. Dwight’s 1032 return, to Juno

) "

December 26, 1934.,—Above waiver for 1032 ageopted on behalf of the Commis-
gl‘onor ofd Internal Revenue by Assistant Intornal Rovenue Agent in Charge C. M,

leppard,

Jawr:uary 14, 1986,—Conference in office of internal-revenue agent in charge with
respect to proposed adjustments in Mr, Dwight’s 1932 return, Present for the
taxpayer, Mr. Dwight in porson: witness for Mr, Dwight, Walter O, Babor; for
tho Government, Charles 8. Silherstein conforee, H, Herskowitz, conferco and
Q. A, Broach, Intornal-revenue agent, Conforenco report shows revenue agent's
recommeondation as to disallowance of deduction clalmed for interest pald to
Standard Lifo Insurance Co., Ltd., sustained,

Januarf/ 29, 1934 —TLottor from Mr. Dwight to intornal-revenuo agent in chargoe
transmitting photostat coples of checks doposited to his eredit in Royal Bank o
Canadn, Nassau.

Januar{/ 29, 1986 ~~Lottor from Internal-rovenue agont in charge to Mr, Dwight
advising him that all papoers in conneotion with his 1932 roturn were boing for-
warded to the Bureau at Washington.

January 20, 1935,—Lotter from agont in chargo to Commissionor, forwarding
all papers In conncotion with Mr, Dwight’s 1032 roturn.

cbruari/ 5, 1985.—Agent's report and accompanying papers relating to Mr,
Dwight’s 1082 roturn received in Rocords Division, Income Tax Unit.

February 19, 1936.—Agent’s report and accompanylng papers relating to Mr.
Dwight’s 1932 roturn recolved in Audit Roview Division, Income Tax Unit,

February 27, 19306.—Agent’s roport and accompanying papers relating to Mr,
Dwight's 1032 roturn vecoived in Speclal Adfjustmont Scotion, Income Tax Unit.
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March 14, 1936.—Mr, Dwight filed his 1934 return with colleotor, second New
York distriect. Return showed total income of $162,406.29; deductions aggre-
gating $159,785.92 (including $145,486 as interest paid to Standard Life In-
surance Co., Ltd.); taxable net income of $2,620.37 and no tax due. }

May 21, 1935.—Letter from Deputy Commissioner Russell to assistant general
counsel, attention Penal Divislon, transmitting Mr. Dwight's case for 1932 for
consideration of the queation of criminal prosecution and an opinion with respeoct
to the asscrtion of the 50-percent fraud penalt,.

May 27, 1986,—~—Case reviewed by preliminary desk, Penal Division, and
recommended for assignment to another attorney for consideration.

May 28, 1986,—Mr. Dwight's case assigned to W. T. Howley, spesial attorney,
Penal Division,

June 24, 1935, —Internal Revenue Agent W, C. Baptist submitted to the ine
ternal revonue agent in charﬁo, 17 Battery Place, New York, N, Y., & roport
covoring his examination of Mr. Dwight's roturn for 1033, The report showed
additionnl tax due in the net amount of $56,471.25, due mainly to the disallows
ance of tho deductions claimed in the return for interost pald to Standard Life
Insurance Co., Ltd,

August 8, 1986.~-Letter to Mr. Dwight by internai-revenuoe agent in charge,
furnishing him a statement of adjustments and additional tax recommended by
Internal Revenue Agent Bul)tlst for 1033 and giving him 30 days in which to filo
& protest with respect thereto.

September 4, 1986 —~Mimeograph form letter received from Mr., Dwight b,
internal-revenue agent in charge advising that Internal Revenue Agent Baptist's
findings in his report dated June 24, 1935, were not agreed to and that a protest
would be filed within the allotted time,

September &, 1986,—Protest filed by Mr. Dwight with fnternal-rovenue agent
in charge ageinst proposed adjustments to his 1033 return and requesting a
hearing thercon before the case is forwarded to ‘Washington,

October 17, 1936 —Conference in oftice of internal-revenue agent in chargoe with
respect to proposed ndlustmonta in Mr. Dwight’s 1933 return.

ctober 17, 1035.~Presont for the taxpayer, Mr, Dwight in person; for the
Governmont, A. I Anish, conferce, and W. C, Baptist, internal-revenuo agent,
The conforenco roport shows that the recommendation of the internal-revenue
agent with respect to tho disallowance of interest paid to Standard Life Insurance

0., Ltd,, was sustained,

November 18, 193856-—Letter from internal-rovonue a%ont in charge to Mr,
Dwight, advising him that all I.m bora in connection with his 1033 return were
being forwarded to tho Burcau at Washington.

November 18, 19386.~1ctter from agent in charge (form 884) to Commissioner
of Internal Revonue, transmitting the report of Internal Revenue Agent Baptist
and all other papers relating to the examination of Mr. Dwight's return for 1933,

November 21, 1936 —Agent's report and accompanying papers relating to Mr,
Dwight's return for 1933 received in Records Diviston, Income Tax Unit,

December 3, 1935,~—. gont's roport and accompanying tm&ors rolating to Mr,
gw‘ltght's return for 1933 received in Special Adjustment Section, Income Tax

nit.

December 9, 1936~ Letter_from DoYuty Commissionor Russell to Assistant
General Counsel, attention Penal Division, transmitting Mr. le%‘ht‘s case for
1033 for consideration of tho gucation of eriminal proseoution for that year, in
connectlon with the case for 1932, previously forwarded.

January 10, 1956.—Lettor from otlng Commissioner to Mr, Dwight, advisin
him that his caso for the year 1933 had beon roferred to tho Assistant Genora
Counsel for consideration; that it probably would be imt):ssible to reach a decision
in the caso prior to tho expiration of the porlod of limitation for assessmont, and
in order that tho issues mlght be fully and carefully considered, a waiver extendin
the statutory period should be filed,” Form 872, revised July 1935, enclosed wit
lotter for excoution by Mr, Dwight,

January 11, 1936, —~Lottor from Mr, Dwight to the Commissioner of Internal
Rovenue, acknowledging receipt of lotter of mmnr{) 10, 1036, and roturning the
waivor for 1933 duly oxecuted, In this lotter Mr. Dwight also calls attention to
his caso for 1032, with respect to which he had pmvlouely signed a walvor extends
ing the statutory porlod to June 30, 1936, and stated: “'I, of course, do not wish
to have an omergonaey assessment for tho year 1032 or any year, for if the Depart-
ment should eventually deolde against me, I would like to take tho question up
in tho ordinary way before the Board of Tax Appeals. I will bo 7]&(1 therefore,
to sign a waiver also for the year 1932, extonding the time to act in that year to
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the same dato as the 1933 tax, i. ¢., June 30, 1937, and would suggest that you
send me o formal waiver to that cffect.”

January 16, 1936.—Letter from Commissioner of Internal Revenue to Mr.
Dwight, acknowledging receipt of his letter of January 11, 1936, and the waiver
for 1933 enclosed therewith, and, in response to Mr. Dwight’s suggestion with
respect to 1032, trensmitting for his oxecution a waiver extending the statutory
period from 1932 to June 30, 1937,

March 13, 1938.—~Mr. Dwight filed his 1935 return with collector, second New
York distriet. Return showed total income of $103,826.77; deductions aggre-
%utlnf $152,832.89 (including $147,391 as interest paid to Standard Life Insurance

f0§20‘£§(:}%; taxable net income of $10,093.88, and showing tax due in the amount
of $200,63,

April 29, 1936.—Internail Revenue Agent J. M. Burns submitted to the internal-
rovenue agent in charge, 17 Battery Place, Now York, N. Y., a report covering
his examination of Mr. i)wight's return for 1034. The report showed additional
tax due in the not amount of $57,6656.37, due mainly to the disallowance of the
?(iductlon olaimed in the return for interest paid to Standard Life Insurance Co.,

ana,

June 16, 1936,—General Counsel advised Mr, Dwight that his returns for 1032
and 1933 woere before his office for cousideration and that before a deeision was
rlomlahc;l thoreon Mr. Dwight might have a conference on June 24, 1936, if he so
desired,

June 16, 1936.—Mr, Dwight filed with internal-revenue agent in charge, 17
Battery Place, Now York, N, Y., formal notice that the revenue-agent’s findings
with respeet to his 1934 return were not agreed to and that a protest would be
filed within the allotted time.

June 18, 1936.—Mr. Dwight filed with internal-revenue agent in charge, 17
Battery Place, New York, N, Y., formal protest against the proposed additional
assessment for 1934 as recommended by Internal Revenue Agent Burns in his
report of April 29, 1936, and advising that as the jssues with respect to his 1034
return were already before the Bureau at szhlnfxton in connection with his
1932 and 1033 returns, he saw no reason for a further hearing before the inter-
nal-rovenue agent in charge.

June g4, 1936.~Conforence in the offico of the Assistant General Counsol for
the Bureau of Internal Rovenue with respeet to the income-tax cases of Richard
. Dwight and Honry W. Lowe. Both tn.\gmyers appeared porsonally, and Mr,
W. C. Baber was present as their witness, Presont on behalf of the Bureau were
Special Attorney W. T, Howley, Insurance Conferce I, R, Krumm, Insurance
Auditor C, D. Gorman, and Insurance Reviewer J, C. Haverstraw, Joint con-
ferencoe was held because of the close relation of the two cases, At the conclu-
sion of the conference both Mr, le{;ht and Mr. Lowe stated that they desired
to submit additional information and bricfs, and thoy accordingly were granted
a perlod of 15 days in which to submit such mattors as thez; might desire,

June 20, 1936.—Internal-rovenue agent in charge, 17 Battery Place, Now York,
N. Y., advised Mr, Dwight that all papors relating to his 1034 return were bein
forwarded to the Burenu at Washington and that further communications with
rospect to that year should be direeted to the Commissioner,

une 20, 1086.~—Lotter (form 884) from internal-revenue agont in charge, Nuw
York, N. 'f!‘, to the Commissioner of Internal Revenue transmitting the report of
Internal Rovenue Aront Burns dated April 29, 1936, relating to Mr. Dwight's
1934 return, Mr, Dwight's protest, and other related papers,

July 7, 1936, ~Mpr. Dwight telephoned Mr. H, E, Laughlin, head, Penal Division,
Assistant Gonoeral Counsol’s office, and asked that he be given additional time (i
waok) in which to file briefs and other papors which ho stated, at the conference on
June 24, 1036, he desired tc submit,

July 8, 10.’56.-~Lettor from General Counsol to Mr, Dwight, reforring to his
telephonic m?uost for an extension of timo to July 16, 1930, to file papers and
advising that his request was granted,

July 14, 1936, —~Letter from Hughes, Schurman & Dwights to Assistant Goneral
Counsel transmitting, in duplicate, an affidavit of Mr. Dwight and memorandum
on hohalf of Mr, Dwight and Mr. Lowe, and advising that, “Both Mr. I)wip;hé
and Mr, Lowe feel that as long as there is any question of wrongdoing involved
in the matter that they should not consider the question of compromiso.” The
affidavit of Mr. Dwight, among other things, denies that he was connected in any
way with tho organization of the Standard Life Insurance Co., Ltd., and states
that the ‘)lan was first submitted to him by Willlam Baylls in tho fall of 1932,
“not particularly as a suggestion for his own use, but rather with a view to obtain.
ing deponent’s oninion as to the legality and propricty of the proposed plan and
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with the thought that some of the clients of deponent’s firn might be disposed to
adopt the plan, and it was not until December 1932 that deponent, after an in-
vestigation, adopted the plan for his own use * * * that with respect to the
correctness of the statement made (on his return) deponent satisfied himself before
entering into the plan that the Standard Life Insurance Co., Ltd., had been duly
organized under the laws of the Bahama Islands and was satisfied that the policy
in question was a policﬂ of lifc insurance as stated in the explanation attached to
the return, * * * that as already stated in deponent’s opinion as an attorney
the policy in question is a policy of life insurance and it would not seem that
deponent could be accused of any impropriety in so describing it.”” The affidavit
states furthor that Mr, Dwight was not aware until the day of the conference
Juno 16, 1936, that the insurance department of the State of New York had ruled
that such a policy was a hanking contract and not a life-insurance policy and cites
certain rulings of the oflice of the General Counsel for the Bureau of Internal
Revenue as being contrary to that made by the insurance department of the State
of New York, and, further, that he and Mr, Lowe were not the only policyholders
in the Standard Life Insurance Co,, Ltd., but that thore were other policyholders,
glnd Il;o understood that the case of another policyholder was then pending before

o Bureau,

July 18, 1936.—Lotter from Deputy Commissioner Russell, Income Tax Unit,
to Assistant General Counsel, transmitting Mr. Dwight’s 1934 income-tax return
and the revenue agent’s report relating thereto, for consideration in connection
with Mr. Dwight’s case for prior years.

August 11, 1938 ~—Special Attorney W. T. Howley forwarded to Mr. H. E,
Laughlin, head of Penal Division, Assistant CGieneral Counsel’s Office, o draft of a
yroposed memorandum addressed to Deputy Commissioner Russell, Income Tax

nit, returning tho files in tho case of Mr. Dwight for the years 1932 and 1033,
recommonding the asscrtion of the 50 percent fraud penalty against Mr., Dwight
for the year 1932 and advislng that criminal proseeution was not contomplated.
The proposed draft contained no recommendation with respect to tho assertion
of fraud penalty for the yenr 1033 for the reason, as stated in the memorandum
to Mr. Laughlin, that the ovidonco submitted by the revenue agent for the year
1933 was incomplote. The conclusion with respect to criminal proseoution
according to the memorandum to Mr. Laughlin, was based upon the belief that
the statemont attached to Mr. Dwight's return would be sufficient to prevent a
conviction in a criminal trial.

August 11, 1936, —Memoradum from T, M. Thorne to Mr, Laughlin, head of
Penal Divislon, expressing the belief, based upon his review of the draft of the
R&'oposed memorandum to Deputy Commissioner Russell, that the disclosuro on

r. Dwight’s roturn would be sufficient to prevent the Board of Tax Appeals
from holding fraud and suggesting that if the head of the Division reaclied the
conclusion that fraud could bhe sustained the proposed memorandum should be
enlarged upon in connection with the reasons for \oldln‘q fraud,

August 14, 1936, —H, . Laughlin, head, Penal Division, referred to Special
Attom%{ T. C. Uhler for roview tho proposed memorandum to Deputy Commis-
sioner Russell as (?ropamd by Special Attormey Howli‘y.

August 17, 1936.~T. O, Uhlor returned the case and proposed memorandum to
the head of the Penal Division with a moemorandum expressing the view that
Mr, Dwight's statoment in his return was falso in that he r(:{)resentcd tho interest
deduoted in his return to have been paid on a loan secured by a “life-insurance
policy”; that the so-called policy was issued by a corf)omt on which had no
assets and could not have pald a death benefit, all of which Dwight knew; that

yroof, howover, was lacking and he, thereforo, recommended investigation by
ho Intelligonce Unit to develop the faots and olroumstances surrounding the
organization and opomﬁou of the so~called insurance company, tho connection of
the Royal Bank of Canada with the Dwight transactions and the disposition of
funds actually paid in by Mr, Dwight.
Au,'{ust 1?7, 1986 —~—H. E. Laughlin, Penal Division, referred the case and Mr,
Uhl&g s memorandum to Special Attorney I. W, Carpenter for his viewa on the
matter,

August 18, 1936.—Spcolal Attorney I. W, Carpontor returned the case to Mr,
Laughlin, head, Penal Division, stating that he agreed with Mr. Uhler that we
should havo all the facts devoloped before deciding the case.

August 18, 1.930.——8{!001&1 Attornoy Uhler advised My, Howle{ that on August
17, 1936, he (Uhler), had talked with Mp. Irey, Chiof of the Intelligence Unit,
with respeot to whoether the government of the Bahamas would pormit an investie
gation by agonta of the United States Government.

870~=37=pt, =
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October 8, 1986.—8pecial Attorney Howley forwarded to Mr. Laughlin, head,
Penal Division, a memorandum propared at the suggestion of R. L. Joy, assistant.
head, Penal Division, the _question of having a reinvestigation made i)y special
agonts of the Intelligence Unit.

October 81, 1936 —Internal Rovenue Agent David 8. Ligon submitted to the
internal-revenue agent in charge, 17 Battery Place, New York, N, Y., a report
covering his examination of Mr, Dwight’s return for 1835. The report showed
additional tax due in the amount of $62,924.64, due entirely to the disallowance
%f th(i (ti((i!duotion claimed in the return for interest paid to Standard Life Insurance

0., .

November 21, 1986.—TIettor to Mr, Dwight by internal-revenue agont in charge
furnishing him a statement of adjustments and additional tax recommeondation
by Internal Rovenue Agont Ligon for 1935 and giving him 30 days in which to
file & protost with respect thoreto. .

November 21, 1936.—Memorandum from R. L. Joy, assistant head, Penal
Division, to Spocinl Attorney W, T, Howloy, advising that ho (Joy) had on
Novembor 20, 1986, discussed with Mr. Irey, Chicf of the Intolligence Unit, and
Mr. Hugh MoQuillan, special agent in ohavge at Now York City, and George A.
Buswell, head of Fraud Division in the Intelligence Unit, tho matter of making
& group or combined reinvestigation by one or more special agonts and revenue
agonts of all theso single-premium life-insurance polioy cases; that Mr, Iroy was
agreeablo to the mnaking of such an investigation; that the reinvestigation would
be under the general supervision of Mr. MoQuillan beeause most of the cases
{nvolved taxpayora in New York; that Mr, Iroy desired a formal memorandum
requesting the {nvestigation and outlining to Mr. Howley varlous points that Mr.
McQuillan desired covered by such momorandum,

December 8, 1988~ Protest filed by Mr. Dwight with internal-revenue agent
in chargo, 17 Battery Place, New York, N, Y., against proposed adjustmonts in
his 1985 return as rocommended by Internal Revonue Agent Ligon and advising
that as tho {ssues with respeot to his 1085 roturn wore already before the Bureau
at Washington in conneetion with his 1932 and 1033 returns, he saw no reason
for a further hoaring hefora the internal-rovenuoe agent in charge.

December 10, 1086 —~Lottor (form 884) from intornal-rovenue agoent in charge,
Now York, N. Y., to the Commissioner of Internal Rovenue transmitting the
report of Interna) rovenue agent Ligon dated Octobor 81, 1936, relating to Mr.
Dwight's 1035 roturn and Mr, Dwight’s protest thereto.

December 11, 1936.~-Agont’s report and accompanying papers rolatln& to Mr.
Dwight's return for 1935 reoolved in Records Divislon, Income Tax Unit,

January 18, 1987.—~Acting Doputy Commissionor Sherwood forwarded to the
chiof counsel Mr. Dwight's income-tax return for 1035, revenue sagent's report,
and related papors,

January 86, 1937 ~~Memorandur: from the Chiof Counsel, Buroau of Internal
Revenue, to Mr. Troy, Chief of the Intelligence Unit, making formal request for
further inveatigation,

January £8, 1887 ~—Memorandum from the Chief Counsel, Bureau of Internal
Rovenue, to Mr. Irey, Chief of the Intolligence Unit, advising him that tho
Income Tax Unit had forwarded to this office the caso of Jacoh W. and Dora K.
Schwab, 93 Franklln Streot, Now York, N. Y,, whioh caso also involved a single~
preminm life-insurance nollay {ssued hy the Standard Tife Insurange Co., Ltd,,
of Nassau, and requesting that this onse also be included In tho reinvestigation
to he made by speoial agonts.

February @, 1937,—Mv. John 8, Brookes, Jr., attornoy at law, of tho firm of
Guy and Brookes, Edmonds Building, Washington, D, 0., conforred with R, ..
Joy, Asslatant Head Penal Division, Ghiof Counsol’a Offige, with reapeot to Mr.,
Rw l‘\,t's }noomo éax oase. Mr, Brookea requestod a conferenco tho first part of

he following wook.

February 9, 1997.——Asslstant Chiof Counsol Russoll J, Ryan, conforrad with
Mr. Laughlin, hoad, Penal Division, and Mr, Howloy with reapect to the various
Isanes in the bun‘ghi case, at which time it appeared that Mr, Dwight was pros
pared to pay $263,100 taxes and intorest for tho years 1032 to 1038 if tho Govorne
mont, would oloso bis oago iImmediatoly,

February 10, 108?7,~The Chief Counsel, Mr, S8hafroth, and the Assistant Chiof
Counael, Mr, hynn, conforred with Mr, L&ughlln and Mr. Howloy of the Ponal
Division with respet to tho Dwight case at which time tho facts wore again ro-
viewad and the conolusion was reached by Mr. Bhafroth that My, Dwight should

Informed that the Govornment would have to proceed with ita ordorly syatom
of invostigation and that the faots must be learnod before any action would be
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taken with respect to the closing of the case, Mr, Shafroth requested that the
investigation be expedited. ;

February 10, 1987 —Mr, Laughlin and Mr. Howloy of the Penal Division,
Chief Counsol’s Office, conferred with Mr. Irey, Chief of tho Intelligence Unit,
and Mr. Buswoll of that unit, with respeet to the manner in which the investigas
tion in the Bahamas should be made. Mr. Irey telephoned Mr, MoQuillan to
come to Washington on February 11 for conference.

February 11, 1937 ~—A conference was held in the office of Mr, Ircy, Chief,
Intelligence Unit, on this date, attonded by the following persons:

Russell J. Ryan, Assistant Chief Counsel. H, Ii, Laughlin, head, Penal
Division, Chicf Counsel's Office, W. T. Howloy, special attorney, Chief Counsel’s
Office. J. C. Harvostraw, insurance reviewer, Income Tax Unit, O. D. Gorman,
insurance auditor, Income Tax Unit. George A. Buswell, head of Fraud Sectlon,
Intelligencoe Unit, Hugh MeQuillan, special agent in chargo, New York, N. Y.
Philip A. Brenner, spocial agont, Now York, N, Y, ’

February 18, 1937 —8pooial Agent Brenner obtained fromm Mr, Howley tho 1082
return of K'lr. Dwight in order that Commissioner Helvering might examino the
statemont_attached thereto relating to tho interost deduction, it appearing that
Mr, John 8, Brookes, attorney for Mr. Dwight, had oalled upon the Commissioner,
after bolng informed by tho Chief Counsel’s Office that a scttlemont of the oase
would not be made until after tho Burcau’s investigation had been completed,

February 13, 1987.~~-Mr, Buswell, of the Intelligenoce Unit, and Speocial Attorney
Howley, conforred with Mr, Lau h{ln, head of Penal Division, with respeot to the
proourement of lotters from Mr, Dwight to the Standard Life Insurance Co,, Ltd,,
and the Royal Bank of Canada.

February 16, 1987,—~Conforence between R. L. Joy, assistant head of Penal
Division, and Bpcolal Attorney Howloy as to whother the procuroment of lotters
from Mr. Dwight to tho insurance comgnny and tho bank would hamper rather .
than aid tho Investigators, and as to the manner in which tho investigation in
Nassau should bo handied, the conclusion being renched that this should be deter~
mined by Mr, Ir?n

February 19, 1937 ~Speelal Agonts Philip A, Brenner and Walter P, Murphy, of
Now York, N. Y., conferred with Mr. Joy and Mr, Howley with respoé, to various
angles of the oases, at which timo it was suggested that thoy obtain a lotter from
the offlclals of the 'Ro{val Bank of Canada in Now York, addressod to the officials
of tho RO{&I Bank of Canada at Montreal, Canada, and that the agents should
interview tho officlals of the bank at Montreal bafore procceding to Nassau,

February 20, 1087+—John 8, Brookes, Jr,, attorney for Mr, Dwight, filed with
the offico of the Chiof Counsel on tiis date his lotter dated February 19, 1037,
addrossed to tho Chiof Counsel, Mr. Shafroth, togothoer with a statemont of facts
in the Dwight case, & digest of casos on penaltios and a dl¥oab of three recent
English cases. In his lettor Mr, Brockes disoussed, at length, the facts and the
law of tho caso with a view to limiting the furthor investigation to striotly cssontial
matters in ordor to make possible the early disposition of tho case.

February 84, 1987 —Letter from tho Chiof of the Intelligence Unit to the
Assistant Gonoral Counsel, transmitting the roport of Spoolal Agent Waltor P,
Murphy, dated February '-‘3, 1937, covering Interviows had by him {n Montteal,
gnn.aldta, with officlals of the Royal Bank of Canada, and othor points in the

wight case,

February 84, 1037~ Asslstant Chief Counsel, Russcll J. Ryan, gave to Mr.
Laughlin, hozui of Penal Division, a copy of the laws of the Bahama Islands
relating to tho incorporation of trading companios and othor assoolations, and &
oopy of tho momorandum of association of the Standard Life Insurance Co,, Ltd.,
\l'v)hl?hl ltmd heon givon to Mr, Ryan by Mr. John 8, Brookes, Jr., attornoy for Mr,

wight.

I'obruary 26, 1987 ~~Letter from tho Chiof Counsel, Mr. Shafroth, to Mr. John
8, Brookes, ntiornoy for Mr. Dwight, tranemitting to ﬁ\im drafts of two lotters for
Mr. Dwight's sighaturo, one addressed to the Standerd Lifo Insurance Co,, Litd.,
Nassau, and tho othor to the Royal Bank of Oanada at Nassau, authorizing thom
rospootively, to pormit rosprosontatives of tho Buroau named therein to lnspeoﬂ
the rocords of tho insurance company and the bank rolutln'g to tho issuance to
Mr, Dwight of tho sin lo.glxtamlum lifo-insurance polioy and the polioy loans made
{n connection therewith, Mr. Brookes having proviously signified his willingnees
for Mr, Dwight to si;in augh lotters,

March 85, 1887.—The Chiof of the Intelligence Unit, Elmer L. Iroy, forwarded
to the Auslstant Gienoral Councel the report of Speolal Agont Philip A Bronner,

1
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dated March 23, 1037, in the case of Richard E. Dwight, covering the investiga-
tion made by him at Nassau, in cooperation with Internal Revenue Agent A.
Wendell Peterson,

April 1, 1987~ C. R, Krigbaum, internal revenue agent in charge, New York
N. Y., forwarded to the Commissioner of Internal Revenue the report of Internal
Revonuo Agent A, W. Peterson, dated March 10, 1937, covering his investigation
made at Nassau, Bahama Islands, in cooperation with Special Internal Revenue
Agont A. Wendell Petorson,

April 7, 1987, —Conforence was held in the office of the Chief Counsel, Mr,
Morrison Shafroth, on this date, participated in by the following porsons: Mor-
rison Shafroth, Chief Counsel, Russell J. Ryan, assistant chiof counsel, H, E.
Lau%hlln. hoaci of Ponal Division, R, L. Joy, asslatant hoad of Ponal Division,
W. T. Howley, spocial attorney Penal Divislon, spooial agont Philip A. Bronnor,

April 20, 1887 —~The Chicf of the Intelligence Unit forwarded to the Chief
Counsel a letter dated April 19, 1037, addressed to the Chief of the Intelligonce
Unit by Sposlal Agent in Oharfxo Moguﬂlan at Now York, N. Y., advising that
Moessrs. Lawrenco Marx, Jacob W, Sohwab, and George Thoms had that day
offered to pay the full amount of additional taxes and interest in their casos}
that Mr, Wayne Johnson, attornoy for Honry W. Lowe, had proposed to submit
an offer in compromiso In Mr. Lowe’s case In tho amount of $75,000, the additional
tax being approximately $134,000 and theso offers of settlement, together with
the offer of Mr, DwI?)ht made up a total of $631,000 offered to dato.

April 29, 1937 ~~Doputy Commissioner Russell, Income Tax Unit (hy J. D,
Moadeo, Chiof, Files Scotion) advised the Goneral Counsel that tho poriod within
which assossment might ho made on Mr, Dwight's returns for 1032 and 1033
:\}r‘ould oxpire on June 30, 1937, and asked to be advisod as to tho oxaot status of

Q 0880,

May 1, 1987 —Intornal Rovenue Agent in Charge O, R. Xrighaumn, Now York,
N. Y., forwarded to Mr, W, T\, S8herwood, Acting Deputy Commissioner, for his
information a copy of tho report of Internal Rovenne Agent Peterson covering
his investigation mado by him at Nassau, Bahama Islands, in cooperation wita
Specinl Agent Philip A, Brennor,

May 4, 1987 —~H. E. Laughlin, hoad, Ponal Division, Chiof Coungcl’s Office
advised tho hoad of Records Dlvislon, fncomo Tax Unit, that Mr., Dwight had
boon requested to filo now walvoers for tho yoars 1032 and 1033,

Mag 5ﬁ 1087 ~Lotter from the Commisslonor of Internal Revenue to Mr,
. Br

John ookes, 000 Edmonds Bullding, Washington, D. C,, attorney for Mr.
leght; tmnsml{tlng new watvor forms govoring tho yoars 1085 and 1038 for Mr.
Dwight’s signature.

June 8, 1987 ~John 8. Brookes, Jr,, Washington, D, C,, filed with the Come
missioner of Intornal Ravenito a new gowor of attorney from Richard E, Dwight
appointing Chestor W, Cuthel of 20 Pino Stroet, Now York, N. Y., and John 8,
Brookes, Jr,, his attorneys in fact to oarry on nogotintlons with the Buroau in
oonnsotlon with Mr. Dwight's fncome tax liability for the year 1032 and subse-

uent years,

4 June 8, 1087~Mr, John 8, Brookes, Jr., Washington, D, O., attorney for
Richard E. Dwight, filod with the Commissloner of Intornal Rovenuo a letter
from Mr. Dwight to tho Commisel. nor, dated June 7, 1037, together with a fors
mal offor in compromise (form 086) by the torms of which Mr, Dwight offered
the sum of $267,506.80 in compromise of tax defioloncios, intorest, an gponalties
proposed for asscssment agalnst him for the calondar years 1932 to 1038, inolu-
slve. Mr. Dwight's oheek, no. 7000, drawn on the Now York Trust Co, under
dato of Juno 8, 1937, puyablo to “Colleotor of Internal Revonue’ in the amount
of $207,500.50, was aubmittod to the Commissioner with tho offer. Thero woro
also submitted at tho samo time walvers of rostriotlons on nsscssmont and ool
leotlon of doflolonoles (forma 870) covering tho yoara 1032 to 1038, incluslve,

June 19, 1087 ~Momorandum from Harry JE, Laughlin, head, Ponal Division,
to Assistant Chief Counscl Russoll J, Ryan, transmitting statemonts of faots In
the casos of Richard 1. les{ht Dr. Winflold Ayros, Honry W, Lowe, Lawronoco
Marx, Jacob W, S8chwab, anc G’oorgo Thoms,

June 81, 1087 —Lotter from Richard E. leafht to the Commissionor of In«
tornal Rovenue, dated Juno 7, 1037, togethor with Mr. Dwight’s offor in come
promiso and ohegk in tho amount of $207,600.80 and aooompanflng papors,
deliverod by tho Commlssioner to Asslstant Chiof Coungel Russell J., Rgan.

June 89, 1087 -—1ottor from Intornal Revenue Agont in Charge O. R, Krige
baum, Now York, N, Y., to the Chlef Counsel, turnishing information wl
rospect to returns of Dwight, Marx, Lowo, Sohwab, Thoms, and Ayres,
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July 1, 1937 —Tetter from the Commissioner of Internal Revenue to the Col-
Jector of Internal Rovenue, Customhouse, New York, N. Y., forwarding the
original and a signed co%w of Mr. Dwight’s offer in compromise, together with his
check in the amount of $267,500.50, in ordor that the original of the offer might be
entered on the collector’s records and returned to the Bureau and that the check
mi&ht bo deposited in the collector’s special deposit account.

ore.~—In addition to the foregoing, the filo shows that in the study of the case
after its roforence to the Assistant General Counsel’s office, the attornoy to whom
tho case was assigned made numerous requisitions for other files, rulings, docu-
ments, and papers,

Hunny W, Lowr—1033-30—Cunononoaicat Hisrory or Casp

March 15, 1934.~Mr., Lowe filed his 1033 return with collector, second New
York district, l&otum showed additional income of $121,073.57; deduotions
aggregating $119,804.79 (including $01,710.19 as interest paid to Standard Life
Insurance Co., Ltd., and Royal Bank of Canada, Nassau, Bahama Jsland);
taxable not income of $2,108.78, and no tax due,

Oclober 31, 1884~ Intornal Revonue Agent A, Wendell Petersen submitted to
the intornal revenue agent in charge, 17 Battery Placo, New York, N. Y., a repors
covering hig examination of Mr. Lowe's return for 1034. The roport showed addl«
tlonal tax due in tho net amount of $23,285.80, due mainly to the disallowance of
tho deduction claimed in the return for interest pald to the Standard Life Insurance
Co,, Ltd, No oo‘y of this report was furnished to Mr. Lowe.

Norember 8, 19 X—-Intorna Revonue Agent In Charge J. R, Paradel forwarded
to tho Comratssioner gform 884) Rovenue Agent Peterson’s report and rocoms
mended that the additional tax shown thereby be assessed,

November 10, 193/.~—Agont's report and accompanying pa)f‘oro relating to
Mr. Lowo's 1033 return recelved in Records Division, Income Tax Unit,

November 16, 1934.~~Agont's report and accom anyingﬂgapors mlatlnqrw
Mr‘. Lowe's 1633 return rocelved in Spocial Adjustment Seotion, Incomo Tax

nit. .

March 18, 168§.~~Mr. Lowo filed his 1034 return with collector, second New
York distrlot. Roturn showed total income of $116,144.14; deduotions aggre.

ating $114,5621.61 (including $86,485 as intorest paid to Standard Lifo Insurance

0., Iitd.); taxable net income of $1,618,63, and no_tax due,

May 81, 1936.~—Doputy Commissionor ftussoll. Income Tax Unit, forwarded
to Assistant Goneral Counsol, Mr, Lowe's case for 1033 for conslderation on the
q)\‘lostlon of oriminal proscout!on and an opinion with respeot to the assertion of
the 80-peroent fraud penalty,

May 87, 1086.~Case reviowed by preliminary dosk, Penal Divielon, and
recommended for assignment to anothor attorngy for consideration,

Ma%% 1085,~Mr, Lowo's onso assigned to W, T, Howley, S8peclal Attorney,
Ponal Division,

January 10, 1986.~Lotter from Acting Commissionor Charles T, Russoll to
Henry W, Lowo, advising that his income 4ax cage for 1038 had beon reforred to tho
offico of the Asslstant Gonoral Counsel for the Burcau for consideration and that
it probably would be impossiblo to reach a deocision prior to the oxpiration of the
statutory poriod of limitations appllonblo in the caso. A forin of walvor of the
statuto was onolosed for Mr, Lowe’s oxooution, if ho so desired,

January 11, 1086.~Lotter from Mr, Lowo to the Commissioner, acknowledging
lottor of January 10, and onclosing tho walver form, form 872, covering tho year
1033, slgnod by him in (lu;lﬂlouto.

Maroh 10, 1986.—Mr. Lowo filed his 1085 return with tho colloctor, socond
Now York dish‘lot. Roturn showed total income of $104,004,10; deductions aggro=
atlnﬁ $120,420,37 (Inoluding $98,275 as intorgst pald to Now Providonce Co.,
td., in conngotion with his polloy in 8tandard Life Insurance Co., Ltd.); taxable
not incomo of $44,264,73, and tax duo in tho amount of $5,543.683,

March 81, 1986.~Internal Rovonuo Agont Honry Bendor submitted fo the
{ntornnl rovonuo agont in chargoe, 17 Battory Placo, Now York, N. Y., a roport
covoring hils investigation of Mr, Lowe's réturn for 1034, Tho roport showed
adaditional tax due in tho amount of $22,749.0(, duo mainly to the disallowance of
Bwt ﬁ( %he doduction claimed in tho roturn for intorest paid to Now Providence

o .
April 80, 1086.~Tottor to Mr, Lowo by Intornal rovenue agont in ohavge,
furnishing him a statoment of adjustments and additional tax recommonded by
Intornal Rovenue Agont Bondor and giving bim 80 days in whioh to file a protest
with rospoot thoroto. '
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April 24, 1986 —Form notice from Mr, Lowoe to internal revenue agent in charge,
New York, N. Y., that he did not agree to the findings made by Internal Revenue
Agent Bender with respect to Mr. Lowe’s 1934 return and that a protest was
enolosed therewith,

April 24, 1986 —DProtest filed by Mr. Lowe with internal revenue agent in
charge, New York, N, Y., against the proposed adjustments to his 1934 return
g(we \;eegéng a hearing before the report of intornal revenuc agent is forwarded

aghington,

June 16, 19368.—Lotter from General Counsel to Mr, Henry W, Lowe, advising
him that his income tax case for the years 1032 and 1033 was pending before this
office for consideration in connection with deductions claimed as intorest pald on
loans secured by an insurance polioy and offering him an opportunity for a hearing
on the matter on June 22, 1986.

June 24, 1986.~Conforence in the office of tho Assistant Genoral Counsel for
the Bureau of Intornal Rovenue with respect to the incomo tax cnses of Henry
W. Lowe and Richard E. Dwight. Both taxpayers appeared porsonally and Mr,

. C. Baber was prosent as their witness. Present on behalf of tho Buerau wore:
Speoial Attornoy W. T. Howley, Insurance Conferce F R, Krumm, Insurance
Auditor C. D. Gorman, and Insurance Reviewor J. C. [Haverstraw, A joint
conforenco wag held because of the olose velation of the two cases, At the ocon-
olusion of the conference hoth Mr. Lowe and Mr, Dwight stated thay they desired
to submit additional information and briefs, and they, aooordhmsly wore granted
a period of 15 days in which to submit such matters as they wight desire,

June £6, 1086.—Lettar from W, C. Baber, 70 Pine Street, New York, N. Y,,
addressed to the General Counael, attention of Mr, W, T. I-l'ow!oy. tmnsmittln‘;
ooples of office rulings with respect to single premijum life-insurance olicles, which
copies he had promised to furnish My, Howley at the conference o June 24, 1030,

June 80, 1936.~Conforee’s memorandum, oflico of agent in chargoe, New York,
N. Y., rolative to Mr, Lowe's protest against tho findings of Intornal Revenuo
Agont Honry Bonder with respect to Mr, Lowo's 1034 return, Thoe memoranduin
showa that o lettor was received by the agent In chargo from Mr, Lowa on June
80, 1086, advising that the lssuo with respoot to tho doduotion for interest on a
loan scoured by a life-insurance policy in the year 1034 was also presont in conneg»
tion with his roturn for 1083 and that a hearing on the matter had beon held in
the office of the Assistant General Counsel at Washington on June 24, 1030, which
office was consldering tho question for other porsons, as well as himsolf, The
conforec's memorandum, thorefore, rocommended that pending the detormination
of ttl;e‘ quloatlon by the Gonoral Counaol's office, the agent’s findings bo tontatively
sustained,

July 8, 1986.-~Letter from Internal-revenue agont in oharge, Now York, N, Y,
to Mr, ﬁonry W. Lowe, advising him that the report of Internal Rovenue A oni
Bendor with respect to Mr. Lowe's return, and_all papers relative thereto, had
heen forwarded to the Commissioner of Intornal Revonue at Washington and that
furthor communications with respeot to that ycar should be dirccted to the
Commissloner,

July 8, 1936.~~Lotter (form 884) from Internal Revonue Agent in Charge C. R,
Krigbaum, Now York, N. Y,, to the Commissionor of Internal Rovonue, transe
mitting the report of Internal’ Revonue A{mnt Hoenry Bendor, covering his oxame
ination of Mr. Lowo’s roturn for 1934 and all related papors,

July 7, 1986 ~—Agont's roﬁort and acoompanying pn)i‘nrs rolating to Mr. Lowo's
roturn for 1034 roceived in Rocords Divislon, Incomo Tax Unit, :

July 18, 1988.~Lotter slgned Hughes, Sohurman & Dwight, to tho Assistant
Genoral Counsel, teansmitting on bohalf of Mr, Dwight and Mr, Lowo & moemo-
randum brief and an aflidavit by Mr. Dwight, the lottor concluding with the
statomont that ‘‘Both Mr, Dwight and Mr, Lowo fonl that as long as thoro is any
quoestion of wrongdoling involved In the mattor that thoy should not ¢onsidor the
question of compromiso,”

July 24, 1980.-~Agont's rcg)ort and uaoompuuyh\%pnpom rolating to Mr. Lowe's
roturn for 1034 recolved in éaeolul Adjustment Sootion, Incomo LTax Unit.

July 288, 1086~Doputy Commissionor Russell, Ingome Tax Unit, forwardod
to Asslatant Goneral Coungel the 1084 incone-tax roturn of Mr. Lowe aund the
report thorcon by Intornal Revenuo Agont Honry Dondor for considoration in
%onnootil.(mo v{\auh Mr., Lowe's ongo for 1038, thon ponding {n tho Assistant Gonoral

ounsol’s Office.

October 80, 1936.~Intornal Rovonuo Agont A, Wondell Potorson submitted to
the intornal revonue aPent {n ohargu, 17 Battery Placo, Now York, N, Y., a roport
oovering his oxamination of Mr. Lowo's return for 1088, Tho report showed addi.
tional tax due in tho net amount of $42,080.84 duo mainly to the disallowanco of
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‘the deduction claimed in the return for interest paid to the New Providence Co.,
Ltd. No copy of this report was furnished to Mr. Lowe,

November 10, 19368.—Letter from agent in charge (form 884) to Commissioner
of Internal Revenue transmitting the roport of Internal Revenue Agent Peterson
and all other (}mpers relating to the examination of Mr, Lowe’s retumn for 1935,

November 16, 1936,—Agent’s roport and accompanying papers relating to Mr,
Lowe's retum for 1036 received in Recorde Division, Income Tax Unit.

November 19, 1936,—Agont’s report and accompanying papers relating to Mr.,
Lowe's roturn for 1935 recelved in Special Adjustment Seotion, Incomo Fax Unit,

December 1, 1936, —~Memorandum from Deputy Commissioner Russcll, Income
“Tax Unit, to Assistant General Counsel, attention Penal Division, transmitting
Mr. Lowe’s oase for 1080, including the roturn and agent’s report, for considera-
tion of the question of eriminal prosecution in connection with Mr, Lowe's case
for provious years then pending before the Assistant General Counsel,

December 3, 1986, Assistant General Counsol (Specinl Attorney W. T, Howlv.\g’)z
requisitioned from Deputy Commissioner Russell, Income Tax Unit, the 19
{fturgo of Henry W, Lowe, togother with agent’s report and all doouments relating
thereto.

December 8, 1986 ~—Do uty Commissionor Russell, Incomo Tax Unit, forwarded
to tho_Assistant Genoral Counsel Mr, Lowe's roturn for 1032, agent’s report
dated July 18, 1034, and all other correspondence, as Gpl‘ovlmuallg' requisitioned,

January 268, 1837 ~—Memorandum from the Chief Counsel, Bureau of Intornal
Revenuo, to Mr, Irey, Chicf of the Intelligence Unit, making a formal request for
roinvestigation of the single premium life insurance policy casecs then pendin
in the Chief Counsel’s offico and furnishing to Mr, Irey for use in conneotion with
such reinvestigation tho statements of faots in oach of theso oases as previously
‘prepared by Specinl Attornoy W, T\ Howle{.

anuary 86, 1937.-—Maemorandum from the Chief Counsel, Bureau of Internal
Rovenue, to Mr., Irey, Chief of the Intollii(enco Unit, trangmitting & memorandum
of Aoting Doputy Commissioner W, T, 8horwood dated June 22, 1030, addressed
to the Aoting Chief Counsol, setting forth furthor Information with rospeet to the
type of evidence needed in connection with theso cases,

January 98, 1037 ~Meomorandum from tho Chiof Counsol, Burcau of Intornal
Revenuo, to Mr. Irey, Chief of the Intolligonoe Unit, advising him that the Incomo
Tax Unit had forwarded to this office the onse of Jacob W, and Dora K., Schwab,
03 Franklin Streot, New York, N, Y., for tho yoars 1934 and 1038, which oase
also involved a single promiun lifo insurance polioy lssucd by the Standard Lifo
Insurancs Oo,, Ltd,, of Nassau, and requesting that this oasoe also be inoluded in
thoe reinvestigation to bo mado by apeoial agents,

March 18, 1987 -—Lottor from uotlnlg a{molul agont in charge, Walter P. Murphy,
New York, N. Y., to 8poclal Agent Phillp A. Brennor, Nassau, Bahama Islands,
in reaponse to & lotter from Speoial Agent Brenner stating that I had heen unable
to obtaln Information and records from New Providence Co., Ltd., heoaitse
Charles J. Alexander, the prosidont, had insisted that permission must firat be
obtained from W, O, Babor, Acting Special Agont in Charge Murphy advised
that Mr. Dwight had stated that whilo ha was dosirous of cooperating with the
agents ho was not porsonally congorned with the New Providence Co, oxeopt in
1080, for which year ho was not golng to olahm the Interest deduction in his roturn
:md ﬁ\ﬁrotoro, had no right to ask the company to make thoir records avallablo for
napootion,

{arch_13, 1987~ Filo momorandum covering conforenao hetweon Spoolal Ate
tornoys Joy and Howloy with respest to tho question as to whothor assistance
might bo rondered to 8poelal Agont Bronnor to enablo him to obtain periniasion
to oxamino tho booka and records of tho Now Providonco Co., Ltd

Maych 18, 1087.~Mr. Lowe filod hig 1036 roturn with the collootor, Rocond
Now York Distriot, Roturn showed total Income of $102,785.47; deductions
ngxgrointing $184,810.86 (inoluding $95,270.98 as interest pald to Now Providones
éa"iim‘?z%’“ taxablo not incomo of $9§7.000.11 and tax duo In tho amount of

» ] 0
Apnil 9, 1887 ~—Intornal Revonuo A)Swnt A, Wondoll Potorson submittoed to tho
Intornal revenue n(font In oharge, L7 Battory Placo, New York, N. Y., o roport
covoring his examination of Mr, Lowo's roturn for 1086. The report showed
additional tax due In tho not amount of $48,828.44, due mainly to the disallowance
of the deduotion olaimed in the return for intorest pald to New Providence Oo.,
Itd, Tho roport also rcoommended tho assortion of a fraud ponalty in the
amount of 824,411,732, makln‘x not addltlonnl tax and penalty of 878,236,160, No
eopy of thia report was furnishod to Mr. Lowo.
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April 17, 1937 ~The Chief of the Intelligence Unit forwarded to tho Chief
Counsel a copy of a letter from Special Agent Brenner dated April 16, 1937, with
which he transmitted a power of attornoy dated April 14, 1937, from Henry W,
Lowe to Wayne Johnson, J, L, O'Connor, and Mark J. Ryan for transmittal to the
Public Relations Division,

April 20, 1937 —The Chief of the Intelligence Unit, Elmer L, Iroy, forwarded
to the Chief Counsel the report of Special Agent Philip A. Brenner dated April
19, 1937, in the case of Henry W, Lowe covering the investigation made by him
at Nassau in cooperation with Internal Revenuo Agent A. Wendell Poterson,

April 87, 1987, —Lotter from Special Agont Philip A, Brenner to the Chief of the
Intelligonce Unit roferring to his report on Henry W. Lowe dated April 19, 1037,
wherein hoe statod on page 28 that the to.xgayor had offored to settlo his tax liahility
of $137,4056.68 for tho years 1933 to 1036 hy the payment of $75,000, and advisin
that on April 27, 1937, Wayne Johnson, attorney for Mr, Lowe, had telephone
him that Mr. Lowe now offered to pay the full amount of his taxes and interest to
date_ that Mr, Lowe had arranged to horrow the funds and that tho amount would
be paid as soon as his offer was acoopted.

April 29, 1987 ~Form momorandum from tho head of the Records Division,
Incomo Tax Unit, to the General Counsel advising that the statute of limitations
for assessment in the case of Mr. Lowe for the year 1033 would expire on June
30, 1937, and inquiring tho presont status of the case,

May 5’, 1987 —~Form momorandum from head of the Ponal Division, Chief
Counsol’s office, to the head of Records Division, Income Tax Unit, advising
that Mr. Lowe had beon requested to file a now walver for thoe yvear 1033, .

May 8, 1037 —1Lotter from the Commissioner of Internal Rovenue to Henry
W. Lowe, 67 Wall Streot, New York, N, Y., advising that his tax case for the

car 1033 had heon reforred to the offico of the Chiof Counsel for tho Bureau of
nternal Revenuo for consideration and that it Probt\bly would he impossible to
reach a decislon prior to the oxpiration of the statutory poriod of limitations for
aesessment s _oxtended by tho waiver thon on file, A new waiver form was
enclosed and Mr, Lowo was invited to sign and return the samo within 15 days
or to advise the office if he did not desiro to do so,
ay 5, 1887 ~ILottor from agont in charge (form 884) to Commissioner of
Intornal Rovenuo transmitting the report of Internal Revenue Agent Peterson
and all other ;mpom relating to tho examination of Mr, Lowe's return for 1030,

May 7, 198 .-»Aﬁent‘a report and accompanying papors relating to Mr, Lowe's
return for 1936 reccived in Records Division, Income Tax Unit.

May 19, 1087.~—~Agent's report and aocom‘mnvlug papers relating to Mr,
Lowe’s return for 1936 rocolved in Speclal Adjustment Divislon, Income Tax

nit.
May 26, 1037 ~Copy of a proposed agreemont hotween Honry W, Lowo and
Marlo O, Lowo rolating to adﬁwtmentu in tho amount to be paid to Mra, Lowe
under a scparation agrecement if Mr. Lowo's offer in compromise should he ac-
oopted by the Commigsioner of Internal Rovenuo. This copy of agreoment was
loft, with the omooﬁy Spoolal Agent Brennor peraonally,

June 8, 1937 ~Momorandum from R. L. Joy, assistant hoad, Ponal Division,
to Mr. Laughlin, head of Division, with respect fo tho issuance of 00-day lotter
to Mr. Lowe if a now waiver was not filed and sotting forth tho substance of a long-
distance tolephone conversation hotweon My, Joy and Mr, Wayno Johnson of
Now York, attorney for Mr. Lowo, in which convorsation Mr. Johnson advised
that ho had filed amonded roturns and an offor in compromise with eortified chook
for $1387,000 on bohalf of Mr, Lowe and stating further that he would file tho necos-
sary walvor immediately.

une 8, 1037~Lottor from Wayno Johuson, New York, N, Y,, attornoy for
Heonry W, Lowo, to the Goneral Cottnsol, Bureau of Intornal hovonuo. stating that
ho desivod an opportunity for a full hearing hofore the office of tho Genoral Counsel
in conneetion with the offor in compromise filed by Mr, Lowe with the collootor ol
intornal revenuo, customhouse, Now York City, and offering to furnish any fur.
ther Information deslred with respeot to Mr. Lowe's finanoial situation.

June 8, 1687~ Lotter from thoe firm of Johngon & Shoves, Now York, N. Y., con.
firming Mr, Johnson'’s eonversation with Mr, Joy and enclosing o waivor of tho
atatute of limitations for the year 1088 oxooutod by Mr. Lowo,

Jung 4, 1087 ~Momorandum from tho Chiof of tho Intelligenco Unit to tho
Ohiof Counsel transmitting a lottor recolved from Spoolal Agont Philip A. Bronnor
with reapoot to tho filing by Mr, Lowe on Juno 1, 19037, of offor in compromise in
the amount of 8135,458.08,

June 7, 1087 ~Yottor from the Offico of tho Colleotor, second distriot Now
York, to tho Commissionor of Intornal Rovenuo tranamlitlng an offer in com-
promiso filed by Mr. Honry W, Lowe under dato of Juno 1, 1037, in the amount
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of $135,497.88 tendered in licu of additional income taxes and interest for the
years 1933 to 1936, inclusive,

June 8, 1937.—-—i)cputy Commissioner Russell, Income Tax Unit, forwarded
to the Chief Counsel the case of Henry W. Lowe for the year 1936 for considera-
tion of the question of criminal progecution, in connection with the case then
pending in the Chief Counsel's Office.

June 28, 1937 —Lottor from Internal Revenue Agent in Charge C. R. Krigbaum,
Now York, N. Y,, to the Chief Counscl, Bureau of Internal Revonue, confirming
a telephone conversation had with R, L. Joy, Assistant Head, Penal blvislon, on
June 22, 1037, with respect to the returns of Messrs. Dwight, Marx, Lowe,
Sehwab, Thoms, and Ayres,

June 24, 1937.—Lotter from Internal Rovenue Agent in Charge C. R. Krighaum
to Deputy Commissioner Russell, Income Tax Unit, transmitting a form 866
“agrcoment as to final determination of tax liability’” which had been filed with
the Collector of Internal Revenue by Honr{ W. Lowe on that dato and advisin
further that Mr. Lowo had filed amended returns with tho collector for the secon
district of New York, for the ycars 1033 to 1036, inclusive, which would be fore
warded by tho colleotor with his July 10 list.

LAwrRBNcE MARX—1084-36—CnRroNovLoaicAL HisToRY OF CAsE

March 11, 1985 ~—Lottor from colleotor, sccond New York district to Mr,
Marx, granting, pursuant to request thorefor. an oxtension of time to June 15,
1935, in which to file his return for the calendar year 1934.

March 18, 1986 —Mr, Marx filled a tontative roturn for 1034 with the collector,
scoond New York distriot. The return showed no gross income, deductions, or
net income, but showed an estimated tax duo of $100,

June 15, 1935 —Mr. Marx filed his comnleted 1934 rcturn with colleotor,
sccond Now York distrlot, Tho return showed total incomo of $121,891.11,
deductlons aggrogating $107,700.26 (including $79,100 as intorest paid to New
Providence Co, Ltd., Nassau, Bahama Islands, and $247.48 as interost paid the
Royal Bank of Canada), taxable net incomo of $14,184,80 and tax duo in the
amount of $871.77, .

February 6, 1936.~~1ottor from colloctor, second New York distriot, to Law«
ronce Marx, granting him, Amrauant to request therefor, an oxtonsion of timo to
June 16, 108 , in ‘whigh to file his roturn for the calondar {eur 1035,

March 16, 1086 —Mr. Marx filed a tentative 1930 return with the collector,
second Now York district, The return showed no gross income, deductions, or
net income, but showed an eatimated tax duoe of $50.69.

June 18, 198¢.—Mr, Marx flled his comploted 1935 roturn with colleotor,
second Now York distriot, Tho roturn showed total income of $115,869.28,
deductions aggregating $110,677.66 (inoluding $82,444.08 as interest paid on
%oung seoured by life insurance polioles), taxablo net income of $5,201.72, and no

ax due,

June 26, 1986.~Internal Revenue Agent M, Aldorman submitted to tho internal
revenue agont in charge, 17 Battory Place, New York, N. Y., a roport coverin
his oxamination of Mr. Marx’ roturn for 1984, The report showed additional
tax due in tho net amount of $25,030.67, due mainly to tho disallowance of the
deduction claimed in the roturn for intorest pald on loans scoured by lifo fnsurance
policles, and to tho disallowance, as a husiness expenso, of the sum of $4,002,83,
ropresonting part of the cost of operating a yaoht, which"was olatined as & doducs
tion in tho return,

Septamber 11, 1986, ~Iottor to Mr, Marx by internal rovenue agent in charge,
h\rnlshlmi hm o statomont of adjustments and additional tax recommended by
Internnl Rovonuo Agont Aldorman and giving him 80 days in which to filo o
protoat with respoot thoreto,

Seplomber 18, 1986.—Mimoograph form lottor receivod from Mr, Marx by
intornal rovenue agoent in chargo ndvlulm‘ that o P\'otont would ho flled against
the intornal rovenuo agont's findings within tho allotted timo,

Ootober 8, 1986.~Protest flled by Mr., Marx with intornal rovonue agent in
chargo against proposed adjustinonts to his 1934 roturn and roquesting a heaving
thoroon at as om*lg o dato as might he convonlent,

Novomber 24, 1986, ~AfMdavit by Lawronce Marx with roforonce to his use of
& motor Xnom for hualness purposes, filod with internal-rovonue agont in ohargo.

November 87, 1086.~~Conforence fn offico of Intornal-rovonuo agent in oharge
with respeot to proposed adjustmonts to Mr. Marx’s 1034 roturn,  Proseut for the
taxpayer wore Mr, Poter I, B, Lovine, attorney, 0. Broadway, Now York, N, Y,
and two witnossos, Waltor O, Babor, %0 Pine Streot, Now York, N. Y, and L. L.
Smith, 1412 Broadway, Now York, N. Y. The conforonco was hold hefore
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Internal Revenue Agent P. H. Fisher, conferce. The conference report shows that
the recommendations of internal-revenue agent with respect to the disallowance of
the deductions claimed in the return for interest paid on loans seoured by life-
insurance policics and for the cost of operating a yacht were sustained.

November 80, 1936.—~Internal Revenue Agent Charles Lederberg submitted
to tho internal-rovenue agent in eharﬁ, 17 Battory Place, New York, N. Y,, a
roport covering his examination of Mr, Marx’s return for 19858, The report showed
additional tax due in the not amount of $23,105.58, due mainly to the disallowance
of the deduction claimed in the roturn for interest paid on loans secured by life-
insurance policies and to the disallowance, as a busincss expense, of the sum of
$8,742.14, represonting gart of the cost of operating a yacht, which was claimed
a8 & deduoction in tho return.

December 2, 1930.~Lottor from internal-revonue agent in charge to Mr, Marx,
adviging him that all papers in conncotion with his 1934 return wero boing for-
warded to tho Burcau at Washington,

December 8, 1930.~Lotter from agent in ohargo (form 884) to Commissionor of
Internal Rovenuo, transmitting report of Intornal Revenue Agent Alderman and
all othor papors rolutinﬁ to the examination of Mr. Marx’s roturn for 1034,

December 4, 1936, —~Agent’s roport and accompanying papors relating to Mr,
Marx's roturn for 1034 received in Rocords Division, Income Tax Unit.

December 21, 1936,—Lotter to Mr, Marx by internal revenuo agent in chargo,
furnishing him a statomont of adjustments and additional tax recommended by

+ Intornal Rovenuo Agent Ledorborg for 1035 and giving him 80 days in which to
filo a protest with respact thoreto,

December 80, 1936,—Mimcograph form lotter recelved from Mr, Marx by
intornal revonue af;ont in charge, advising that Internal Revenuo Agont Ledor«
borg's findings in his roport dated November 30, 1986, were not agreed to and
that & protest would bo filed within tho allotted time,

January 6, 1937 —Power of attornoy filed with intornal revenuo agent in chargo,
aigned b{ Mr., Marx and appointing Mesars, Potor I, B, Lovine, Robert I, Stoefel,
and Mitton B. Eulau, attornoys at law, 61 Broadway, Now 'ﬁ’ork, N. Y,, as his
attornoys-in-fact.

January 6, 1037.—¥Frotest flled by Mr, Marx with intornal rovenue agent in
g‘hargo against proposed adjustments to his 1086 roturn and requosting & hoaring

horeon,

February 6, 1897 —Agent's roport and accompanying papers rolating to Mr,
Marx’s roturn for 1834 recelved In Special Adjustment Division,

March 15, 1937 ~Mr. Marx filed with colloctor, socond New York distriot, his
tontativo 1036 roturn, Tho return showed no income, deductions, or taxable net
income, but estimatod tax due in the amount of $200,

Aprii 8, 1097 —Tettor from collector, sscond New York district, to Mr, Marx,
granting him, pursuant to request therefor, an oxtension of time to Juno 15, 1937,
n which to fllo his 1936 return, .

April 7, 1987.—Mr, Marx filed with colleotor, second Now York distrigt, his
oomplotc(f 1036 roturn. ‘Tho return showed total income of $191,661.14, deduc-
tions o, grog&tin% $178,260.60 (inoluding intoreat paid to New Providence Co.,
Ltd., Nassau, $103,603 and to the Royal Bank of Canada, Nassau, $1,000); tax«
ablo not income of $13,404.89, and tax due in the amount of $700.80,

April 8, 10387 —Lotter from Stroock & Stroock, by Milton B, Fulauo, to Com«
missioner of Intornal Rqvonue, transmitting an additional memorandum in sup«
port of an aflidavit of Lawrence Marx, dated November 24, 1036, relating to the
use of a motor yaoht for husiness purposos,

April 88, 1097.~Tho ohlof of Intelligonco Unit forwarded to the ohiof counsel
a copy of a lattor dated April 24, 1087, from Spoolal Agent Philip A. Brenner,
transmitting powor of attornoy dated /(lprll 19, 1037, from Mr, Marx to Potor
I. B. Lovino and Robort 1), Btoefol for fllin with the Publle Roiations Division,

April 88, 1937 -—Elmer L, Irotv, chiof of Intolligonce Unit, forwarded to tho
ohlof counasol gopies of o lottor datod April 23, 1037, from Hpooial A;ont Philip A,
Bronner, In whioh he advised that Mr, Petor 1. B. Lovine, attornoy for Mr, Marx,

and for Jaocob W, Sohwab, had ocalled at the offico of tho speolal agont in ohm-%o
and submitted amondod returns for theso taxpayers for the yonrs 1034 to 1080,
inolusivo; that tho amended roturna of Mr, Marx showed total additional tax
duo in the amount of $115,042,10 and that Mr, Lovino had stated that his olionts,
Maossors, Marx and Schwab, woro willing to oloso their cases on the basis of the
amonded roturns submitted and wore ready and ablo to pay the full taxos and
Antorest duo and woro willing to enter into olosing agrecements, walving all olaims
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for refunds. Mr, Lovine requested that his offer be considered by the Bureau
and that he be advised as soon as possible as to the Bureau’s decision.

April 30, 1987.~Internal Rovenue Agent A, W. Peterson submitted to the
internal revenue agent in charge, 17 Battery Place, Now York, N. Y., a report
covering his examination of Mr. Marx’s return for 1936. The report showed
additional tax duec in the not amount of $81,201.74 gluss the 50 percent ponalt
in tho amount of $40,600,87, making a total of $121,802.61, exclusive of interest.
Tho adilitional tax was shown by the report to be due mainly to tho disallowanoce
of deductions claimed in the roturn for interest paid to Now Providence Co., Ltd.,
Nassau, and Royal Bank of Canada, Nassau, and to tho disallowance, as &
business expense, of the sum of $4,873,89, ropresenting part of the cost of oporat-
Ing a yaoht, which was clnimed as o deduction in tho return. This report covered
invostigation mado by Internal Revenue Agent Poterson at Nassau, Bahama
Islands, in cooyeration with 8peocial Aant Philip 1. Brenner,

May 8, 1937 ~Momorandum from R, L, Joy, assistant head, Penal Divislon,
to 81)001:\‘ Attornoy W, T, I-Iowlofy, advising that when he (Joy{ was in Mr, Iroy's
office on Thursday or Friday of the preceding week, Special Agent in Charg?
MoQuillan called Mr, Ire¥ by telephone from New York with regard to the ora
offer macio by Peter I, B, Lovine to olose the Marx and Schwab cases on the basla
of amendea roturns filed; that he (Joy) talked with Mr. MeQuillan and told him
that tho Bureau could not conslder Mr, Lovine’s offer in its grceent form, that if
he wished, he could filo formal offors in compromise payln% he amounts thercof
to the collecator, and that such offers would bo consldered, also that tho office
desired S{mola\ Agont Brennor to submit regular reports in theso cases, as ho had
done in tho othors,

May &, 1937 ~~The Chicf of tho Iutolll%enco Unit, Elmer L. Iroy, forwarded to
tho ohief counsel the report of the Speofal Agont Philip A, Bronner, dated April
29, 1037, in the caso of Lawrence Mrrx, covering tho investigation made by him
at Nnesau in cooperation with Internal Revenue Agent A. Wendoll Potorson,

May 10, 1687 —Moemorandun by Internal Rovenue Agont P, H, Fishor, con-
force, office of internal rovenus ngont in ohargo, 17 Battory Place, Now York,
N. Y., reviowing facts in Mr, Marx’s caso for tho year 1935, tho investigation mado
by Internal Rovenue Agent Poterson and Special Agont Brenner, ‘and rocom.
mending that thoe fraud ponalty bo assorted for the year 1036 and tho case fore
warded to the Burcau at Washington,

May 18, 1087 ~—Lottor from ass{stant to tho collector, second Now York distriot,
to the Commissloner of Internal Rovonue, transmitting offers in compromisoe filod
by Jacob W. Schwab and Lawronce Marx covering thelr income tax liabilitied
for the yoars 1034, 1035, and 1036,

May 18, 1937 —Lottor from agont in ohnr?e (form 884) to Commisaloner of
Intornal Revonue, transmitting the roport of Intornal Rovenue Agent AW,
.}’etorson and all othor papors rolating to the examination of Mr. Marx’s return for

6, ..

May 18, 1987~ Agont's roport and occompanying papors relating to Mr. Marx's
roturn for 1030 reccived in Records Division, Incomo Tax Unit.

May 19, 1987.—~Tho chiof of Into\llgonoo Unit, Elmer L. Iroy, forwarded to the
ohiof counsel a lottor, dated May 18, 1037, from Spooial Agont Philip A, Brenner
advising that on May 5, 1037, Mr, P, 1. B. Lovino, attorney for Mr, Marx, ha
filed threo formal offors fn compromise, forms 656, a soparate forin for each of the
years 1034, 1035, and 1036, in the respoctive amounta of $26,887.80, $20,008.74
and $18,324.42, the latter amount rolating only to tho first quarterly pa{)mont for
1036, Tho spooial agent atated that the offers submitted thorewith had beon filed
with the colloctor and that tho offors had been forwarded by the collector on May

12, 1037,

'Mau 21, 1987 ~—Agont's roport and accompanying papors relating to Mr. Marx's
roturn for 1030 recoived in Spocial Adjustmont Division,

May 26, 1687.~Lotter from {nternnl revenuo agont in chargo to Mr. Marx,
advising him that all papors In conncotion with his 1085 roturn wero bolng for-
warded to the Buroau at Washington,

May 86, 1087.~Lotter from agont in ohnrfo (form 884) to Commissionor of
Intornal Rovonue, transmitting tho roport of Intornal Rovonue %ent Charles
i\l(lgx‘-)rgém and all othor papers rolating to tho oxamination of Mr, Marx's roturn,
or '

May 26, 1087~ ont's roport and agcompanying papora rolatimi to Mr.
Marx's roturn for 1085 recoived in Rocords Division, Income Tax Unit,

June 8, 108?’.«-:\5‘011!,'8 roport and nooompm\{l% papors rolating to Mr, Marx's
roturn for 1038 recoived in Spoolal Adjustmont Division, Incomo N'ax Unit,
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June f. 1937 —~Deputy Commissioner Russell forwarded to the chief counsel
tho administrative iiies in the case of Mr. Marx for the years 1034 to 1936, in-
clusive, for consideration in conneotion with offers in compromise pending before
the ohief counzel’s office,

June 9, 1937-—Letter from collector, second Noew York district, to Commis-
sioner, reforring to an offer in compromise submitted by Mr. Marx in conneg-
tion with his 1534 return and setting forth a correction in the transeript of addi-
tional asscssment for the year 1034,

June 9, 1937, —Lottor from collector, second New York distriot, to Commis-
sloner of Internal Rovenue, referring to an offer in compromisoe subinitted by Mr,
Marx for the year 1035 and setting forth a correotion in the transoript of addi-
tional assessment for the gvom‘ 1936. '

June 9, 1937 —Lottor from colleotor, socond Now York distriot, to the Com-
missloner of Intornal Revenue, roferring to offor in compromise submitted by
Mr, Marx for the year 1936 and sotting forth a correction in the transoript of
asgessmont of 1936,

June 28, 1937.—Lettor from Internal Revenuo Agent in Chargoe C. R. Krlﬁ-
haum to the chief counsel, confirming telephono conversation had with R. L.
Joy, Penal Division, on June 22, 1037, and giving furthor information rolative
to roturns filed by Messra. Dwight, Marx, Lowe, Schwab, Thoms, and Ayres for
the yoars covered by thoso cages,

Jacos W, Scrwan—1034-36~~CuRroNoLoalcal HisTony oF Casn

March 15, 1985,—Mv, Sohwab filed his 1034 return with collector, second New
York district. Tho return showod total income of $56,311,42, deduotions aggro-
ating $40,367.92 (Including $43,070 as intercst pald to New Providenco Co.,
td.,, Nassau, Bahama Islands); taxable net incomo of $6,048.60 and tax due
in tho amount of $93.01. (Not a joint return,)

February 26, 1936.~1Lettor from collector, sccond Now York district, to Jnoob
W. Schwab granting an oxtonslon of time to June 18, 1930, in which to file his
roturn for tho year 1935, as requested {n a letter from Mr, Sohwab to tho vollector
dated Fobruary 24, 1086,

February 29, 1036.~—TLottor from the colleotor, second Now York district, to
Dora K. Schwab, granting her an oxtension of timo to June 18, 1936, in which
to file her 1035 return, as requested in a lettor from Mrs, Schwab to the colleotor
undor date of February 27, 1936,

March 16, 1938.~Jacohb W, and Dora K. Sohwab filed with tho colleotor,
socond New York dlstriet, their tontative jolnt veturn for 19035, This tontative
rot\é;n ghowed no gross income or deductions and no net income and cstimated
no tax due.

June 15, 1998.~—Jacoh W, and Dora K. S8chwab filed with tho collector, sccond
New York distrlet, their joint roturn for 1035, Tho return showed total incomo of
$44,078.19, deductions aggrogating $47,037.42 (inoluding intereat paid on loans
soourod by life-Insurance policles, $45,024.30), and a not loss for tho yoar of
$2,0069.23, with no tax duo,

June 489, 1886.~Internal Rovonue Agent D. J. Manning submitted to the
internal-revonuo agent in ohwo, 17 Battory Placo, Now York, N. Y., & report
covering his examination of Mr. S8chwab’s roturn for 1034, The report showed
additlonal tax due In the not amount of §9,134.02, due mainly to the dissllowance
%f tho deduotion olaimed in the roturn for interest pald to Now Providence Co.,

Auqust 15, 1986,~TLettor to Mr. Sochwab by internal-rovonuo agent in charge
furnishing him o statoment of adjustiments and additional tax recommendod by
Intornal Rovenuo Agont Manning and glving him 30 days in which to fillo a pro»
tost with respoot thoreto, .

Augual 88, 1936,~~Mimeograph form lottor received from Mr. Schwab by intor~
nal-ravenuoe agent in oharge u(lvlshulx that Internal Rovenue Agent Manning's
findings in his roport dated Junc 20, 1086, wore not agreed to and that a protest
would ho filed within tho allottod time,

August 81, 1036,—~Protost filad by Mr. Sehwab with agont in oharge against
proposed ml!ustx..onts to his 1034 roturn and roquest for n hearing at as early a
date o8 convonlont,

Septombor 28, 1936,~Lottor from Mr. Soliwab to Intornal-rovonue agent In
chargo, 17 Bntiory Placo, Now York, N, Y,, submltting an amendmont to hia
protost fllod on August 81, 1030, K
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November 17, 1936.—Conference in office of internal-revenue agent in charge
with respect to proposed adjustmonts in Mr. Schwab’s 1934 return, Present for
the taxpayer, Mr, Peter I, B, Lovine, attornoy, 61 Broadway, New York, N. Y.,
with two witnesses, W. C, Babcr, 70 Pine Sfreet, New York, N. Y., and L. L,
Smith, 1412 Broadway, New York, N, Y, The conference was hefore Internal
Revenue Agent F, J, O’Mara, conferee, The conference report shows the revenue
agent’s recommendation as to disallowance of deductions claimed for interest paid
to Now Providence Co., was tontativoly sustained, ponding final determination of
this question by the General Counsel’s office in other cascs pending there.

November 20, 1936,—Consent to assessment of a partial deficiency for 1036 in
the amount of $71,01 signed by Mr. Schwab and filed with intornal-revenue agent
llt;) ;&)arge pursuant to an agreoment reached at the conference on November 17,

November 23, 19368.—~Lottor from Internal Rovenue Agent in Charge O, R,
Krigbaum to Mr. Schwal) advising him that all pa‘pers in connection with his 19034
return were hoing forwarded to the Bureau at Washington.

November 28, 1936,—Lottor from agont in charge (form 884) to Commissioner
of Internal Revenue, transmitting the report of Internal Revenue A%ent Mannin,
and sll other papers relating to the oxamination of Mr. Schwab's roturn for 1934,

November 25, 1936,—Agont’s report and aocompanylufg papers relating to Mr,
Schwab’s return for 1934 recelved in Reoords Division, Income Tax Unit,

December 2, 1936.—Agont's report and asccompanying papers relating to Mr,
%oh'évab’s roturn for 1034 recelved in Special Adjustment Division, Income Tax

nit.

December 17, 1086-~Deputy Commissionor Rusgell, Income Tax Unit, for-
warded to the Assistant Genoral Counsol for the Burcau of Internal Revenue
tho income-tax oase of Mr. Schwab for the year 1034 for considoration of the
quostion of oriminal proseccution, in conneution with tho cases of other taxpayers
who had clalmed deduetions for interest pald in connection with loans on singlo«
promium life-insuranco policics.

December 88, 1936.~Mr, Schwab's oase assigned to W. 'T. Howloy, speolal
attorney Ponal Division, .

December 80, 1986.~~Intornal Revenue Agont A, W, Peterson submitted to the
intornal-rovenuo agent in charge, 17 Battory Placo, New York, N, Y., a roport
oovorlngrhls examination of the joint return of Mr. and Mrs. Schwab for tho year

038. 'Tho report showed additional tax due in tho net amount of $7,028.66,
duo mainly to tho disallowance of the deduction olaimed in the return for Intoreat
pu&l Iﬂt/? Nesw‘ Progldonoo Co, Ltd. No copy of this roport was furnished to Mr,
an 8, Sohwab,

January 18, 1937.—Lottor from agent in charge (form 884) to Commissloner 'of
Internal Revenue, transmitting the roport of Internal Revenue Agent Peterson
antd allfothlogs%apors rolating to the examination of Mr, and Mrs, Sohwab's joint
return for \

January 1 /,, 1987 gent’a report and z\ccomPunvlng papors relating to Mr. and
%rft. Schwab’s joint return for 1085 recelved in Records Divislon, Income Tax

nit,

January w, 1587 .~Agont's roport and accompanying )impers relating to Mr, and
%/Irs. Sol,i‘wab ‘? iglnt roturn for 1035 reoolved in Speoial Adjustment Division,

ncomo Tax Unit,

January 88, 1037, ~Doputy Commissionor Russell, Income Tax Unit, forwarded
to tho chiof counsel for the Burcau of Intornal Revenue tho case of Mr, and Mrs,
Bohwab for tho yoar 1038, for gonsideration of the quostion of oriminal proscoution
in conneotion with Mr. Schwab's case for 1034,

January 28, 1987 ~Momorandum from tho chief counsel, Bureau of Internal
Rovenuo, to Mr, Irey, Chief of tho Intolligence Unit, advising him that the Income
Tax Unit has forwarded to this offico the caso of Jacob W, and Dora K, Bohwab,
03 Franklin Street, Now York, N, Y., which oase aleo involved a slngloﬁmmmm
lite-Insuranco polioy fssuod b tho Btandard Lifo Insuranco Co., I.td,, of Nassau,

March 15, 1087 ~Jacob W, and Dora X, Schwab filed with tho ooflootor, sccond
Now York distriot, thoir tontative joint roturn for 1930, The return showed no
gﬁoss lnoongo lo; 5((l)oduotloma and no taxablo net fncomo hut estimated tax due In

0 aAMoun \

pril 14, 1087 ~Jacob W, and Dora X, S8chwab filed with the collootor, second

Now York distriot, tholr comploted joint return for 1036, The return showed

total Incomo In tho amount of $80,888.88, deductions &gm ating $80,124,24

(including 878,772 as Intorost Ba!d 30) New Providenoo Qo., Ltd,, and 8500 ae
anada),

intoreat Rald to Royal Bank of taxable not income of %9,'?39.59, and tax
due in the amount of $386.33, { '
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April 23, 1987 —Letter from Special Agent Philip A, Bronner to the Chief of
the Intelligence Unit relating to the cases of Jacob Schwab and Lawrence Marx.
The lotter advised that on April 20, 1937, Mr. P. 1. B. Levine, attorney for both
taxpayers, oalled at the office of the special agent in ‘charge at New York and
submitted amended returns for each taxpayer for the years 1034 to 1936, inclusive,
which returns had been drawn up without deducting the questionable interest
items; that the returns filed by Lawrence Marx showed total additional tax due
of $1 f5,042.10 and that tho amended roturns filed for Jacob W. Schwab showed
total additional tax due of $37,218,46, The lettor further advised that Mr.
Lovine had stated that his clients, Marx and Schwab, were willing to oloso thelr
cases on the basls of the amonded returns and were ready and abloe to pay the full
taxcs and interest due and were also willing to enter into olosing agreements
walving all olaims for refunds, ‘

April 84, 1837, ~Letter from Speolal Agent Philip A. Brenner to the Chlof of

he Intelligenco Unit forwarding a power of attorney dated April 19, 1037, from
acob W, Schwab to Peter I. B. Lovine and Robert D, Steefol for transmiftal to

the Public Rolations Division,

- April 26, 1687 —Lotter from Elmor L, Iroy, Chiof of the Intelligence Unit, to
he chief counsel, transmitting coples of the fottor recoived from Special Agent
hilip A, Brenner, dated April 23, 1037, relating to the amended returns filed by

cssrs. Marx and Schwab and advlslm{ that powers of attornoy furnished the
special agent were being transmitted to the Public Relations Division,

. A{ml %6, 1987 ~Momorandum from the Chief of the Intolligence Unit to the

chiof counsel transmitted coples of letter from Spoclal Agent Bronner to the

‘Chief of the Intelligence Unit, datod April 24, 193 inoloslnéiepowor of attornoy
Iven by Mr, Schwab to Peter 1. B, Levine and Robort D, efol, and advising
h?it ‘me power had boon forwarded to the Public Relations Diviston for recording

an ng.
. April 80, 1987 ~Intornal Revenue Agent A. W, Petorson submitted to the
Intornal-revenue agont in chargo, 17 Battery Placo, New York, N. Y., a report
vovering his examination of the joint return of Jacoh W. and Dora K. S8ochwab for
thg oar 1936, The roport showed net additional tax due in the amount of
$20,668.04, due mainly to the disallowance of the deduction olalmod in tho
return for interest pald to New Providenco Co., Ltd., and rocommonded the
assertion of the B0-percont fraud ponalty in tho amount of $13,270.47, This
ﬂm“ covered investigation made by Revenuo Agont Petorson in Nassau, Bahama
slands, in cooperation with S?ooial A&ent Phlll%A. Bronner,

. Ma:( 8, 1837 ~The Chief of the Intelligonce Unit, Elmer L, Irey, forwnrded to

the ohlef counsel, Bureau of Internal Revonue, the report of Special Agont Phill

A, Brenner, dated Artll 29, 1987, in the case of Jacob W, Schwab, covering investi-
atlv%na dmﬁdlg ay him at Nassau in cooperation with Intornal Rovenue Agont
» Wendell Peterson,

May 8, 1087 ~File memorandum from R, L, Joy, asslstant head, Ponal Division
to Speolal Attorney W, T. Howlodv. advising that whilo in Mr, Iroy's offico the

receding week S{wom Agent in Charge MoQuillan at Now York had oallod Mr,
roy oonoorning the Marx and Schwab ocascs; that Mr. Joy talked with Mr,

MoQuillan adylsing him that the Burcau could not consider Mr, Ievino's offor

in ita present form; that if he wished he could file formal offora in compromise for

the taxpayers, payln% the amount to the gollector, and that his offers would be
oonsldered; also that the office dosired Speolal Agent Bronner to go ahead in these

{nsurance-polioy cases and submit hia regular roports as ho had done in the othor

onses,
May 18, 1087 —The assistant to tho collootor for the socond New York distriot
forwarded to the Cominissioner of Internal Rovenuo threo formal offors in compro-

‘migo (form 650) filed by Jacob W, S8chwab covering additional tuxoa’, intoreat, and

ymmltiee,duo for the years 1034, 1030, and 1080 (a soparato offor for onch yom-z'
n the reapootive amounts of 80.'587.58, $0,284.40, and §5,718.75, tho last amoun
rolating only to tho first quarterly inatalimont for the oalondar year 1030,

Mi:)y 18, 1987 —Agent’s roport and accompanying papors rolating to Jagoh W,
and Dora K, Sohwab's jolnt roturn for 1030 recelved In Rocord Division, Income

'ax Unit, .
May 14, 1087 —~Throo formal offors in compromise submitted t:)y Jacoh ‘W
ohwab and forwarded to the Oommissioner under date of May 12, 1037, recolved
n Assistant General %una 1's omolo. } ,
Mm‘ 19, 1987 ~~The Chief of the Intelligence Unit, Elmer L. Iroy, torwg;ded to
R o o I compioni flod by Juasy 1. Sohyalsaud
ating o offera in compromise Ja s v .
mlttlng 'y oogy' of the roport of In}zor’hal m)vonug .X;Qm. + W, Potorson, dated
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April 30, 1937, covering his examination made of the joint return of Jacob W. and
Dora K. Schwab for the year 1936.

May 24, 1937.—Agent’s report and accompanying papers relating to Jacob W,
and Dora K. Schwab’s joint return for 1936 received in Special Adjustment Divi-
sion, Income Tax Unit,

June 8, 1937.—Deputy Commissioner Russell, Income Tax Unit, forwarded to
the chief counsel the cases of Jacob W. and Dora K. Schwab for 1936, for con-
sideration of the question of criminal proscoution in conncetion with cascs then
pending in the chief counsel’s office against these ta.x&myere for prior years,

June 9, 1987.—Lotter from the collector, second Now York district, to Com~
missioner of Internal Revenue referring to offer in compromise submitted by
Jacob W, Schwab for 1936 and sotting forth a correction in the transcript of
additional assessment for the ycar 1936,

June 9, 1937 —Letter from the colleotor, second Now York district, to Com=
missloner of Internal Revenue relating to offer in compromise submitted by Jacob
W. Schwab for 19356 and sctting forth a correction in the transoript of additional
asscssmont for tho year 1035,

June 9, 1937 —Lettor from collector for the sccond New York distriot, to Coms
nissionor of Internal Revenue relating to offer in compromise filed by Jacob W,
Schwab for the year 1034 and setting forth a correction in the transeript of addi-
tional asscssment for tho year 1934,

Georan TroMs—1938-~CHRONOLOGICAL HisTORY OF CasE

Maroh 18, 1036,~Mr, Thoms filed his 1085 return with the collector, second
Now York distriot, Tho return showed total income of $36,748,76, deductions
oggrogating $33,018.88 (including $32,008 as intorest pald to New Providence

ompany, Ltd., Nassau, Bahama Islands, in gonncotion with_a single-premium
life-insuranco gollog' issued by Standard Lifo Insurance Co., Ltd.), taxable net
income of $3,720.88 and tax due in the amount of $91,88,

September 84, 1886.~—Internal Revenue Agent Harold T, Swartz submitted to
the intornal rovenue agent in chargo, 17 Battory Place, New York, N. Y., a report
covering his oxamination of Mr, Thems' roturn for 1035, Tho roport showed addis
tional tax due in tho amount of $5,240,87, duo mainly to the disallowance of the
deduotion olaimed in the roturn for interest paid to New Providence Company,

Itd,
Oclober 88, 1936 —Letter from Intornal Rovonuo Agent in Charge O, R, Krigs
baum to Georgo Thoms furnishing him a statement of tho ad?uatmonts and
additional tax recommended by Internal Revonue Agont Swarts and giving him
80 days in whioh to file a protest with respect thereto.

November 14, 1936.—Mimeograph form lettor received from Mr., Thoms by
intornal revenuo agont in ehm‘go advising that Intornal Revenue Agent Swarta'
andlngs wore not agreed to and that a protest would be filed within the allotted

mo,

November 18, 1986.~Protost filed by Mr, Thoms with intornal rovenue agent
in ohargo, Now York, N, Y., againat proposed adjustmonts to his 1035 roturn
and requesting a honring thercon boforo tho case is forwarded to Washington.

December 6, 1930.-Conforce’s momorandum by Acting Conferce Morrls
Waolss in tho offlce of the agont in chargo stating that the question presonted in
Mr., Thoms' oase {8 the deduotibility of a sum claimoed as intorest on mone
horrowed upon tho collatoral of an insuranco polley issued by Standard Life
Insurance Co, of Nassau; that tho 3uostlon is at present pending in the Bureau
with rospeot to other tnxvnyore oand recommending that tho onse bo forwarded
to the Burcau for assoolation with tho onsos then pondlni.

Decembor 10, 1986.—Lottor from Internal Rovenue siont in Chargo C. R.
Krigbaum to doorge Thoms advising him that all papors in connootion with his
1038 roturn woro being forwarded to tho Bureau at ashlngton.

Decombor 19, 1086.~Lottor from agent in charge (form 884) to Commissioner
of Intornal Rovonuoe transmitting the roport of Internal Rovonuo Agont Swarts
and all other })n. ra relating to the oxamination of Mr, Thoms' return for 1938,
-~ December 11, 18%6.—Agent’s roport and Moomranylng papere relating to Mr,
Thoms'’ return for 1086 recelved in Records Division, Income Tax Unit.

April 11, 1987.-—-A§onb’a roport and aocom(l)anmg pg)m rolating to Mr,
‘Tyhggm’ return for 10356 rccolved in Bpeclal Adjustmont Divislon, Income Tax

n "

Af)rit £6, 1087 —Tho Chiof of tho Intelligonce Unit, Elmer L, Irey, forwarded
to the ohief counsel, Bureau of Internal Kevenuo, the roport of Specinl Agond
Philip A, Bronner dated April 20, 1087, in tho oaso of George Thoms covering
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the investigation made by him at Nassau in cooperation with Internal Revenue
Agent A, Wendell Peterson.

April 27, 1937.—The Chief of the Intelligence Unit forwarded to the Chiof
Counsel a communicntion received from Spocial Agent Philip A, Bronner dated
April 26, 1037, rolating to a conversation had by him with Mr, George Thoms in
which Mr, Thoms had orally offered to pay s full taxes and intorest for the year
1036 and advising that Mr, Thoms had confirmed his offer in writlng by a letter
:}uﬁed April 23, 1037, addressod to the Commissioner of Intornal Revonue, as
ollows: .

“Concerning my income-tax return for 1935: Confirming my oral offor to Mr.
Bronner, on the 10th instant, I am willing to pay the tax whon asscssed and
intorest in full settloment of the mattor,”

June 8, 1937.—Deputy Commissionor Russell, Incomo Tax Unit, forwarded
to the Chief Counsel the case of Mr, George Thomas for the year 1935, for con-
sideration of thoe (guostlon of crlmlnal prosecution in connection with the cases of
othoer individuals then pending before tho chief counsol’s office in conneotion with
interost deductionsg claimed In their returns on amounts borrowed on life-insurance
policies taken out with S8tandard Life Insurance Co., Ltd,

Under Secretary Madainr. The next and thé last item I have, other
than these things which were requested today and which I don't
havo, was a request that there bo presonted tho number and the
amount of doficiencies in taxes determined by the present adminis-
tration and the number of these enses which have boen settled in
various ways in the Bureau without litigation before tho Board of
Tax Appoals, and the amount so collected, I bolieve. I have that
also for the record.

Mr. Vinson, What was that document?

Under Socretary Maoinn. A statement of the total amount of
deficiencies determined during the present administration and the
numbor of such cnses which have been settled and & summary of their
disposition, Senntor Walsh requested it and asked that we give these
summary details, |

Tho Cuainman, Do you sufzgost that be insorted in the record?

Undor Soecretary Maaiws. 1 should think so.

The Cuamman. Without objection it will be insertod.

(The deficiencies asserted and cases settled by the Bureau of Inter-
nal Revenue during the present administration are as follows:)

Seltlements in casea not appealed to Board o{ Tax Appeals during calendar years
1933-86, inclusive

TOTAL BETTLEMENTS

Numbor | Total tax, in.
torost, and Tax Intorost Ponnlty

Calendar yoar of ro.
turns penalty

80,406 | $50, 128,427, 11 | $51, 185,001, 54 |  $8, 025, M8, 28 $317,277, 20
108,100 | 117,010,481, 24 | 0B 305 510,38 | 18,071,007, 40 073, 704, 20
123, 730 | 100,600,032, 07 | 03, 620, 004,43 | 16, 581, 300, 61 587,938, 63
214,320 | 162, 700, 038, 20 | 131,220,008, 87 | 20,020, 643, 07 1,810,070, 28

FIBLID AGREFMENTS

218,081,029, 07 | 410,852,383.27 | 41,418,070, 77 $10, 403, 03
21,807, 874,21 | 10,811,370.63 | 1,735,003, 10 1, 200, 39
42, D28, RO1, 08 ), 837,020, 13 , 705, 002, 30 ggg. 8
87,820,400, 02 | 53,003,404,08 | ¢,507, 170,40 . 48

AGREEMENTS PRIOR TO ISSUANCE OF DEFICIENCY LETTER
Y T weeeeeses| 20,180 | 831,318,200.33 | 820,410, 208,00 | #4,003,084.23 | 241,007, )
I 30 | *G0i007 300,08 | *1o. At aan 0 | % A

1
10 oo, 007,803, 08 | 4 0, 804, 083 31

‘m %m %}mmg.aa n&mim.m 12, 080, 190, 888.480.
3000, LLLTUIIINIININI) ame0r | 80,499,230.70 | 73,280, 100,07 | 14,700,060, 84 | 1,440,850,
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Settlements in cases not ap(pealed to Board of Tux Appeals during calendar years
1933-386, inclusive—Continued

AGREEMENTS SUBSEQUENT TO I88UANCE OF DEFICIENCY LETTER

Number | Total tax, in.
Calondar year of ro- terest, end Tax Interest Penalty
turna penalty
O
1033 cuniercaonancorenensne 2,750°] $10,131,213.11 | $8,123,000.32 | 1,043,487, 20 $04, 716, 80
5 4,318 | 30,278,078, 08 | 20,268,043, 45 6,071, G41, 96 35, (48, 87
JOUB. . ceervaromvonrnnnasanns 3, 200 8, 200, 031. 30 4,447,473, 07 736, 202, 19 23,255, 14
1030, 0 nrenieeenccvacaccnncene 4,175 B, 808, BYY, 30 4,970, 144, 72 812,484, 04 20,270.03

DWFICIENCIES ABBERTED AND CARES SETTLED BY THR BURBAU OF INTERNAL REVENUB
DURING THE PRESENT ADMINISTRATION

Tho attached tables show (1) the number of and the amount involved in dofi-
ciencies asserted by tho Commissionor of Intoranl Rovenue during the calendar
cars 1033 to 1936, inolusive, and (2) certain information relative to settlemonts
n the Bureau of Intornal Revenue during the same period, The tables aro sube
mitted in response to the committeo’s request for a statoment showing the number
of and the amount involved in deficlencies asserted during tho present adminis.
tration and the numbor of oases settled in the Bureau during the same perlod,

Table showing number of and amount involved in deficiencics asaserled by the Com-
missioner of Iniernal Revenue during the calendar years 1938 lo 1936, inclusive

Numberof | s nqunt of tax
Calendar year dgg\s%lmclos Involved
1003, 0cnenens saveassssuncsraunsraven cannaanve [ essvrensesnsennunan 14,400 |* $273,880, 131, 01
. . 13,348 183, 947, 270,
14,004 203, 243,012.72
18,212 152, 111, 345, 30

Undor Seerotary Maarnn, I think that is all we have to offer for
the record. . )

There are two other things I might mention, I have a statement
here which was prepared with respect to the New York Sun, Ine.,
following Mr. Paul’s testimony the oti.cr day, simply giving the facts
with respect to that situation. If the committec wants it for the
record we can put it in,

The Cramman, Without objection.

Mr. Coorer., Mr. Chairman, we had better hoar that,

Senator La ForuerTe, I think so, too.

The CHAIRMAN. It is suggested that the statement bo read.

Under Secretary MaoinL, The record may show that Mr, Kent
prepared the statement with respect to the du Pont companies which
the chairman offored for the record this morning,

Mr, Vinson. It was not identified,

The Cuamman, The statement of Mr. Kent I offered for the re-
%o§gll\vit,lx the telegram, but I wanted to submit it to Mr, Magill before

did so.

Under Socretary Maartr, Yes, sir, This statoment which I will
now read to the committee was a statement prepared gy Mr, Frank
Mocham, special attormay in the office of the General Counsel. Mr.
Mecham is not here this morning and I will read tho statement
myself. .

5670-=87—pt, S
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STATEMENT OF THR TREASURY Dmmiunm‘ Reramive 1o THE NEW YoORK
uN, INo.

In view of tho statoment of Mr. A. Harding Paul, of Washington, D. C., hefore
;,hfe comtt'nltmo on July 9, 1037, the Treasury desires to submit this additional
nformation.

The Neow York Sun, Inc., filed personal-holding-company returns (forms
1120-H) for cach of the years 1034, 1036, and 1936, The corporatlon claimed
and was allowoed deductions upon thoso returns on account of the 20-porcont
deduction and debt-retivement-dedustion grovlslons of seotion 3561 of the Revenue
Aots of 1034 and 1936. If these deductions had not been authorized by the
statute, the Now York Sun, Inc.,, would have been required to pay an additional
amount o iax in the aggregate for tho 3 years of $27,400.47, Thia is shown by
the following table:

20. nt Debt-re- | Tax pald | Tax If de.
Year 2 tirement | undor seo- | ductions
dedicilon deduction | tlon 35t |eMminated

.| $30, 804.70 | $30,448, 62 None { $8,808.42
35,336,092 | 27,602.40 Nono 9,838, 33
39, 763.31 | 800, 000, 00 Nove 874,73

The C. W. H. Corporation was incorporated under the laws of the
Btate of New York, April 20, 1927,
¢ l%’l‘he )nrtlclos of incorporation of C. W. H, Corporation are as
ollows:

Crnmirioat™e oF INcorroration or C. W. H. CorroraTioN PURBUANT TO
AnticLe 2 oF T™iB ST00K ConroRATION LAw

State of Now York, Dopartmont of State. Filed Aprll 20, 1027; tax, $100;
filing feo, $30. Robort Moses, Seorctary of State, b{ John F, Cox, nsslatant
%{th or, Watson, Lohman & Wﬂlgtws, counsolors at law, 280 Broadway, New

ork.

We, tho undoralgned, desiring to form a corporation, pursuant to artiols 2 of
the stock corporation law of tho Stato of Now York, do hereby make, subsoribe,
and acknowlodge this cortificato for that purlpo«o a8 follows:

I, The name of the proposed sorporation s C. W, II. Corporation.

11, Tho purposcs for whioh it is to be formed are na follows:

(a) To acquire, print, publish, conduct, and circulate or otherwise doal with
any newspaper or nowspapors or othor publications, and ‘?oncrally to carry on
the husiness of newspapor propriotors and general publishers. ‘I'o carry on it
and whon {t shall deom desirable the trade or bustness of goneral printers, lithog-
raphors, engravers, and advortising agonta.

(b)) To propare for publication, print, cleotrotype, bind, sell, and distribute
and generally deal in muqazlnm. pamphlets, books, and publications of all kinds,
and to ongago gonorally In tho business of job and book printers, hookbindors,
and stationers,

(¢) To apply for, purchase, or otherwiso acquire and to hold, own, uso dovoloP,
and operate and to roll, uss(gu, lease, or othorwise disposo of, grant 1consca in
reapegt of, or otherwise turn to account, any and all patonts and applications
therefor, invontions, improvoments, liconses, trade-marks, trade names, copy-
rights, formulae, and scorot processes,

(d) To hu{, or otherwise acquire, hold, lease, or otherwise dovelep, control,
manago, oreot, maintain, construct, reconstruot, or hold, either direotly or through
ownorship of stock In any oorporation, soll, morigagoe, loase, or otherwlse turn
to account any lands, buildings, fautorles, warchouses, mills and bulldings of
any nature, machinory, furnituro and fixtures, rights, cnsomonts, pormits, privi-
logos, franchlaes, ligenses, and all other property, whothor real or porsonal, or
things which may at any time bo noccssary or convenient in and for or incldental
to tho busineas of sald company.

e) To buy, own, hold, manufacture, produoco, soll, and otherwiso disposo of,
oithor as prinoipal or agont, and upon commission or othorwise, all kinds of pore
sonal Ymporty, whatsoovor, without limit as to amount, and to mako and entor
into all mamior and kinds of contracts, agroomonts and obligations by or with
any porson or persons, sorporation or corporations, for the purohasing, soquiring,



[P S R -

Pyt AN

s o ki

TAX KEVASION AND AVOIDANCE 407

manufacturing, and sclling of any articles of porsonal proporty, of any kind or
nature whatsoover,

() To purchase, acquire, hold, scll, or otherwise dispose of atocks, honds, and
othor ovidences of indebtedness of anir corporation, domestic or foreign, to pay
for tho same In cash or in property or by the lssuance in exchango thorefor shares
of its capital stock, bonds, or other obligations, to possess and oxorciso in respoot
thercof all the rights, powers, and privileges of individual owner or holdoer thercof
and to exercise all voting power thoreon, to such extent as a corporation organized
undor tho stock corporation law may at the timo lawfully do, but not otherwise,

(@) To borrow moucy in the course of the business of the corporation whon
ro%\;lred and to issue, when deemed necessary, notes, bonds, bills of exchango,
debentures and othor evidoncos of indebtedness of all kinds without Hmit as to
amount, and to sceure the same or any part thorcof by mortgage, bill of sale,
pledge, lien, or otherwise upon the property and franchises of this corporation,
or any part thoreof; to soll such notes, bonds, or obligations to raise money whon
{fquir(} in tho transaction of tho business of the corporation or in the course

oreof, A

(h) To do all and every thing necossm‘{. tuitablo and proper for the accomplishe
ment of any of the purposes or for tho attalnmoent of any of the objects or for the
furthorance of any of the powors hereinabovo set forth, cither alone or in associae
tion with Individuals, firms or other corporntions, and to do every other act or
acts, thing or things, incidental or appurtenant to or growing out of or connected
with any of the aforcsaid busincsses or powers or any part or paris thoreof.

(f) To conduct and carry on any and all of the aforesaicd husiness and to exorclse
any and all of tho aforosald powers, or any part or parta thereof, in any othor
Stato of the United States and any dfstriot or colonial possession thereof or in any
foreign country; and the corporation may have one or more offices and shall have
power unlimitedly to hold, purcheso, mortguic. and convey real and personal
property in the Stato of Now York, asg woll as elsowhere,

oth n% horein contained 18 to ho conatrucd as authorizing this corporation to
carr{ on tho husinoss of discounting Lilla, notes, or other ovidences of debt, of
rocelving deposits of money or fomign coins or of bnying and selling bills of ox-
chango, or of issuing hills, notes, or other ovidences of debt for eireulation as monoy,
or shall boe deomed to authorlzo or permit this corporation to carry on any husiness
or oxorcise any powor or do any aot which a corporation or(?autucd undor the stook
cowomt(ou law of tho Stato of Now York may not at the time lawfully do,

1. Tho total number of shares that may be Issued by the corporation is 2,000,
all of which are to bo of one clasa and without par value,
~ 1V, Tho capital of tho corporation shall be at least oqual to tho sum of tho
aggrogato par value of all {ssued shares having par valuo, plus the aggrogate
amount of eonsideration rccelved by tho corporation for the issuance of shares
without par value, plus such amounts as from time to time, by resolution of the
board of directors, may be transferred thereto,

V. Tho office of the corporation is to ho located in the county of New York, clty
of New York, 8tate of New York.

VI. Its duration Is to he porpetual.

VII. Tho number of ita dircotors is to bo five, The diveotors of tho corporation
nced not be stockholdera thorein,

VIII. ‘Tho namos and post-office addresses of the direotors until the firat annual
meoting of tho stockholdera are as follows:

Names and q{qst-o ce address.~~Willlam T. Dowart, 300 Weat End_Avenue,
Neaw York, N, Y,: Clarman T, Dixon, 008 Ocean Avenue, Brooklyn, N, Y,; Elton
H. Oloss, 411 Walton Road, Maplewood, N, J.; Arthur B, Gaunt, 108 North' Munn
Avenue, East Orange, N, 7', Harry B, Ward, 136-12 Two Hundred and Twonty-
second Stroot, Springficld, Long Island.

X. The name and post-offico address of oach subsoriber to this cortifiento of
incorporation and a statoment of tho numbor of shares of stook which cach agrees
to tako are as follows:

Neme Post-office address Numberof
WVilllam OWAteaennvsnrsnssnannesess] 300 Wast End Ayo., Now York, N. Yoceenauranee. 8 nonpar,
blmnan%. DIXON. . +| 600 Ocean Avo..‘{lr&ok?yn. NeYesnan - or
i |1 i M e R
MY B Wotleeeerasesvasnasennasennes +| 138-12 9224 Bt,, Bprlnihm. Teong Tandoennrrei b0,
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X. All of the subseribors of this cortificato are of full ago; at least two-thirds
of them aro citizons of the United States; and at least one of them s a resident of
the State of Now York., All of tho porsons named as direotors ara of full ago,
and at least one of them s a citizen of the United Statea and a realdent of tho
Stato of Now York.

XL Al of the powers of the corporation aro vested in the bonrd of direotors
who may make, alter, amend, or repeal all bylaws of the corporation oxcvpé
auch bylaws as regulate or atfeet tho cleetion of direotors and officers and oxw{)t
when o ehango of a bylaw or exorciso of a power I3 made by statuto oxpressly
dependent upon aetion by, or consont of, the stockholders,

n witness whoreof, wo have made, subseribed, and acknowledged this certificato
In duplieate,

Dated April 18, 1027,

Wuoaaam T, Dewanr,
Cranman T, ixon,
Yiuron H, Cross,
Awrnun B, GGAunT,
Hanuny B, Wann,

8tATE OF P(i'nw Youx,

‘ounty of New York, sa:

On this 18th day of April 1027, buforo mo porsonally eame and uvponrcd Willlam
T, Dowart, Clarman ‘T, Dixon, Elton H. Closs, Arthur B, Gaunt, and Harry B,
Ward, to mo known and known to moe to bo the porsons deseribed in and who
oxecuted the foregoing cortifioato of Incorporation, and thoy soverally acknowl.
edged to mo that thoy oxeouted the samo,

R. 0. WiLLauss,

Notary Publio,
(Now York County Clork’s No, 227,
(Now York County Register's No, 0230,
Commission expiros Mareh 30, 1020,

8rarh or New York,
Department of State, an:

T cortify that I havo compared tho procmllnf copy with tho orlginal ccertificate
of incorporation of ¢, W, H, Corparation, filed In this dnrurtmnnt on the 20th day
of April 1927, and that such copy is a corroot transoript t
of such original,

Witness my hand and tho officlal seal of thoe Dopartment of State at tho oity of
Albany, this 3d day of July 1937,

[8BAL) Frank 8. S8uauny,

Deputy Scerelary of Slate,

Under Seeretary Maainn, A certified copy of the articlea of incor-
poration is filed hevewith,  As of Docember 31, 1036, the total out-
standing stock of this cnm{mny congisted of 1,050 shares of nonpar com-
mon stock, of which 0560 shares were eowned by William R, Dewart and
the balance by membors of his family,

In an aflidavit filed with tho Commissioner August 17, 1038, which
waas signed by A, Ilurdimrl Paul, 730 Munsey Building, Washington,
D. C., and subseribed and aworn to by William T. Dewart, July 12,
1045, the following statement, among others, was made:

Tho ¢ W, H, (}or(pnrutluu la Poramml lmldlnt( company formoed by tho tnx-
'myur in April 1087, to hiold atook in various subsldiary enterprises controlled by
Wi (William ‘T, Dowart),

"Tho foregoing aflidavit was filod by Willinm T, Dowart in connoes
tion with his individual incomo-tax linbility for tho yoar 1032,

Thera is attached heroto and marked “Exhibit A” n graph showing
how the Dewart family, through the C. W, I, Corporation, controls
and largely owns the Now York Sun, Ino,, as well as numorous other
ontorprises,

(Exhibit A is as follows:)

wrofrom and of tho wholo




Exmisir A —Stock ounerskip as of Dec. 31, 1988

, WILLIAM T. DEWART AND FPAMILY
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. Under Secretary MaciLL. The New York Sun, Inc., was incorpo-

rated on October 15, 1926, under the laws of the State of New York.

A certified copy of its articles of incorporation is heroto attached,
(The articles of incorporation referred to are as follows:)

CrrmiricaTh oF INcorRroRATION OF THE Nrw York 8un, INc., PursuaNT TO
ArTiCLE 2 OF THK STocK CORPORATION LAw. STATE oF NEw YoRrk, OFFiOcB
ggos(%mumm or Starn. Fivep Octosrr 156, 1926; Tax $7,600; Fiuive Fee

Frorencn E, 8, Knarr,
Secrelary of State,
By Jonn F. Cox, | .
Assistant Cashior,

Wo, the undersigned, desiring to form a corporation, pursuant to artiolo 2 of the
stock corporation law of the State of New York, do hereby make, subseribe, and
acknowledgo this certificate for that purpose as follows;

I, The namo of the prol)osed coryomtion {8 The New York Sun, Ine.

II, The purposes for which it {s to bo formed are as follows:

(a) To acquire, print, publish, conduct, and circulate or otherwise deal with any
newspaper or newspapers or other publioations, and gencrally: to carry on the
business of newspaper propriotors and goneral publishers, To earry on if and
when it shall decem desirable tho trade or business of general printers, lithographers,
engravors, and advortlslug agents,

b) ‘T'o prepare for publication, print, cloctrotype, hind, sell, and distribute
and generally deal in mapi(azlnes paraphlets, hooks, and publications of all kinds,
and to ongage gonerally in the business of job and book printers, bookbindors,
and stationers, .

Sc) To naply for, purchase, or otherwise acquire and to hold, own, use dovelor,
and operate, and to sell, assign, lease, or otherwilse dispose of, grant lconses in
respoot of or otherwise turn to account, any and all patents and applications
therofor, inventions, improvements, lliccnaes, trade-marks, trade names, copy-
rights, formula and sccret prooesses,

() To buy, or othorwise acquire, hold, loase, or otherwise dovelop, control,
manage, erect, maintaln, conatruot, reconstruct, or hold, either direotly or through
ownorship of stook in an uorpomiion, sell, mortgage, ioaso, or othorwise turn to
account any lands, bulldings, factories, warchouses, mills, and buildings of any
nature, machinery, furniture and fixtures, rights, easemonts, pormits, privilegos,
franchl’xca. lloenses, and all other property, whether real or poraonai, or things
which may at any time bo necessary or convenient in and for or incidental to the
business of sald company.

(¢) To buy, own, hold, manufacture, produce, sell, and otherwise disposoe of,
elther as principal or agent, and upon commigsion or otherwise, all kinds of per-
sonal proporty, whatsocver, without limit as to amount, and to make and enter
into all mannoer and kinds of contraocts, agreemonts, and obligations by or with
any person or persons, sorporation or corporations, for the purchasing, acquiring,
manufacturing, and soclling of any artioles of personal proporty, of any kipd or
naturs whatsoevor,

(f) To purohasg, acquire, hold, soll, or otherwise disposo of stooks, bonds, and
other evidonces of Indebtedness of an corporation, domeatic or forolgn, to pay
for the samo in cash or in property or by tho issuance in oxchange therefor shares
of its capital stock, bonda, or other obligations, to posscas and exercglse in respect
thereof all the rights, Yowers, and priviloges of individual owner or holder thereof
and to oxercise all voting power thereeon, to such extont as a corporation organisod
under tho stock corporation law may at the time lawfully do, but not otherwisa.

(@ To borrow monoy in tho courso of tho business of the corporation when
required and to {saue, when doemed necossary, notes, bounds, bills of oxchango,
dobontures, and other ovidences of indebtedneoss of all kinds without limit as to
amount, and to seoure the aame or any part thoreof by mortfogo, bill of anlo,
pledgo, fton, or otherwise upon the pro‘)ortv and franchires of. this corporation, or
any Pnrt thoreof} to soll such notes, bonds, or obligations to ralse manoy wfmu

quired in tho transaction of tho DLusiness of tho corporntion or in tho course

oreof,
(h) To do all and overy thing noooasar‘y, sultable, and proper for tho accom-
lishment of any of tho purposes or for tho attainment of any of tho objeots or
'or tho furtheranco of any of the powors horolnabove sot forth, oither alone or in
sasoolation with individuals, firms, or other corporations, and to do every other

\
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aot or acts, thing or things, inoldent or appurtenant to or growing out of or
g‘onnooftod with any of the aforesald busincsses or powers or any part or paris
horeof,

(#) Toconduot and carry on any and all of the aforesaid business and to exerolse
any and all of the aforcsaid powors, or any part or parts thoreof, in any other
Stato of tho United States and any district or colonial possession thereof or in any
forelgn country; and the corporation may have one or moro officos and shall have
power unlimitedly to hold, purchase, mortgage, and convey real and personal
property in the State of New York, as well as elsewhere.

othing horein contained s to be construed as authorizing this corporation to
carry on tho business of discounting bills, notes, or othor evidences of debt, of
rocelving deposits of money or foreign coins or of buying and selling bills of ex-
change, or of isauing bills, notes, or other evidonces of debt for ciroulation as money,
or shall he deomed to authorize or permit this corporation to carry on any business,
or exoroise any power or do any act whioh a corporation organized under the stock
oorlporatlon law of tho State of New York may not at tho time lawfully do.

11, Tho total number of shares that may be fssucd by tho corporation is
150,000, of which 30,000 shares of the par value of 3100 shall bo first preferred
stook, 20,000 shaves of the pay v&%&ot $100 shall be second proferred stock and
100,000 shares shall bo ¥ § { par valuo,

Tho dosnlgnation oting powera or restrictions or

W8: -
tled to receive, when and
ut of the surplus of the

,sg; orences, privileges,
shares of each clnss are as
tho firat preferred stock shall be
V the board of dircolgys of the orporatio
or the not profits afising m\m {ts businecss,“groferentinl cumulative
at the rato of roonf;per anuli, and no more,gayable semiannually
Yat days of A d Octtber in ogbh year, Dividdads on the first pre-
tock shall bafSumulltive mmwm pald or sot apartfor !mymont before
vidends % 10 secoril proforfeds &tock or giitho commofy stock of the cor-
fon shall k M‘A or rifor paymonty soithat if at agy timo dividonds
at fho rato of 8 porcolit eha{‘) not hg o béon pald updg or sot apart for
they first proforred stock, § dtﬁlonoy ‘whalliho fully pald or s&% apart for pay-
nght beforo any dividen all bo pald upowor sot apart for the fipcond proferred
stgok or for oliyof tho odridyption. s Whonoverifull cumulative
digidends on 1 dividend pd¢lods shall have
i nont thereof shall hav@ beon set apart
id or sot apart a sum Bufliciont to pay
thoe Araé proforred stock, thy board of direc-
‘prefdtred, stook andfon tho common
vided, pagable ther ;' thoreafter out
k shalho entitlo@ to recelve, when
and afideclarod by tho homstd of direotors &f the™corporationt out of the surplus
of tho ék,momtlon or thd not profith arisin m ita busip®sa, preforentinl none
oumulativg dividends at-theuato.of B porgent por annumgind no more, payable
somiannually on the 1st days of April and Ootober in o#oh yoar. Dividonds on
the socond orrad atock shall ho noncumulative {:&d“ hall ho pald or sot apart
lo

corporati

por;

d

thisrofor and tho corpomtion shall;

ondn, on the, scom
o, 08 hargfdier p

of the remaining#tirplus,

holders of the second fo(%zd 8
oy

for paymon o any dividonds on the commng ok of tho corporaticn shall
bo {mld or sot apattior payment, but only af umulative dividends on the
first preferred stook {6y rgvious periods shall have hoen pald ox &
sum sufficlont for tho me shall have beon set apart, and the cor-
poration shall have pald or sot apart a sum sufficlent to pay the current somi
sunual dividend on tho first proforred stock,

Aftor full cumulativo dividonds on tho first proforred stook for all provious
somiannual dividond poriods shall have boon pald, and the full instalment for tho
thon-ourrent semiannual dividond shall have been pald, or shall have been
doolared and a sum sufficlont for tho payment thereof sot apart, and aftor a dividond
at tho rato of 8 per cont ¥er annuin shall have beon paid, or deolared and a sum
sufliclent for the payment thereof sot apart, upon tho second proferrod stook, for
the 2 noxt proceding semiannual perioda, the board of dircotors may doclare and
may pay dividonds on tho common atook of the corporation out of tho surplus or
net profits that shall remain,

In the event of any dissolution or Hguidation of the corporation (whother
voluntary or involuntary) or tn tho ovent of its insolvenoy, or upon any dis«
tribution of capital out of tho assots of tho corporation (whother capital ox surplus),
thero shall be paid to, or distributoed amon?, ho holdors of tho firet.proforrod atook
tho por valuo thoroot and an amount wh oh, togother with tho aggrogate of the
dividends therotofore pald upon said first-preforred stook, will equal 8 poroont

. e
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upon the par value thereof to the date of such dissolution, liquidation, or distri-
hution before any sum shall be pald to, or any assets distributed among, the holders
of the second-preferred stock or of the common stock,  Aftor such payment in full
to the holders of the first-preferred stock there shall be paid to, or distributed
among, tho holders of the second-preforred stock the par value thoreof (plus any
dividonds declared or set apart thereon hut not paid), and the remaining assets
and funds of the corporation shall be divided among, and paid to, the holders of
the common stock according to their respeotive shares,

Tho holders of the first-proferred stock and of the second-preferred stock shall
have no voting rights or powers whatsoever and shall not he entitled to notice of
any meetings of stoockholders of tho corporation, nor be entitled to participate in
the management thereof, nor shall they he entitled to notice of, or to vote in, any
i)mcocdlng for mortgaging the property and franchises of tho corporation pursuant

o section 16 of the stock corporation law, for guarantceing bonds of another
corporation pursuant to seotion 19 of tho atook corporation law, for tho sale of
tho franchises and Pm erty pursuant to scction 20 of the stock corporation law
for establishing prioritica or oreating preferonces among the several classes o
stook purauant to section 38 of the stock corporstion law, for consolidation pursu-
ant to seotion 86 of the stock corporation law, for voluntary dissolution pursuant
to section 108 of the stock corporation law, or for chango of name pursuant to the
goneral corporation law, or for any purpose whatsoover,

The whole or any part of the first preferred stock or of the second preferred
stook, reapeotively, may ho redcomed at any time or from time to time at the
option of the hoard of directors upon any dividond date upon 30 days’ provious
notice by mail or by pubileation, or hoth, to the holders of record thercof, given
in such mannoer a8 may he presoribed by resolution of said hoard, by paying thore-
for in cash with resyoot to the first proferred atock the par value thereof and an
amount whioh, together with the aggregate of the dividends theretofore pald upon
aald first proferred atook, will equal 8 percent por annum upon the par value theroof
to the dato fixed for such redemption, and with respeoct to the second preforred
stock the par value thercof and such dividend as may have heen deolared npon
said second proferred stoock and which shall be payable upon auch dividend date,
together with any dividonds theretoforo declared or set apart thereon but not
pald. If at any timo loss than the whole of the first proferred stock or the second
preforred stook thon outstanding shall be called for rcdom{)tlon, the firat proferrod
stock or tho sceond proferred stock so onlled for rodomr ion shall, at the option
of (th)e };nufdtof direotors, bo seleoted in olther of tho following methods:

a) By lot; or

(b) By redooming as nearly as practicable such portion of the first preferred
stock or of the sccond preferred astock, as the oase may be, held by ecach holder
thereof, as the total amount of such first preferred stook or second proferred stock
then called for redemption shall hear to the total amount of the first preferred
stock or socond preferred stock, aa the oase may be, then outstanding.

Tho hoard of direotors may algo, in its sole and uncontrolled diseretion upon
the presentation and transfor of any cortifioate represonting shares of firat pre-
forred stock or scoond preforred stook, and without notice, redeom the shares rop-
resonted thoreby, by paying therefor in cash with respeot to the firat preforred stook
the par valuo of cach auch share and an amount which, together with the aggre-
gato of tho dividonds theretofore pald upon satd firet preferred stook, will equal 8
poreent por annum upon tho par valuo thoreof to the date of such redomption, and
with respeot to tho second proferred stock the par value of each such share, to-
gethor with any dividends theretofore declared or set apart thoreon hut not pald.

From and aftor the date fixed in any notico of redlomption as the dato of redemp-
tion of first preferred stock or second proferred stook and from and aftor tho ro-
demption of firat grcforrcd stoock and second preferred atock without notice ns
hereinabove sot forth (unless default bo made by the corporation in payment of the
redomption priee) all dividends upon such shares of first proferred stook or second
preferrod stook shall conse to acorue and all rights of tho holders of rocord thereof
aa stockholdors of tho corporation (exeopt to recelve the redomption price) shall
conse and dotermino, Firat proferred stook and seccond proforred stock so ree
deomed ahiall not bo refsaued,

Tho corporation shall have an option to purchase, out of surplus, at any timo
aftor tho rodemption and rotivemont of tho first preferred stook and of tho second
preforred atook, any of tho outstanding common stook at the 81‘100 of (a) $28 por
sharo, if such purchaso be mado on or hefore Decombor 81, 1029; (h) $580 por ahare,
itfsuch purchaso he made hotwoen January 1, 1080, and Decombor 81, 1032,
inalualve, and (0) £100 por sharo, {f such purchase bo mado on or aftor January 1,
1083. Buch option shinll he oxorolsed by a resolution of the hoard of dircotors to
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that effect, which shall set forth the particular shere or shares as to which the
option to purchase is oxercised. Thereupon notice, b‘); mail ¢r publication, or
both, shall be given in such manner as may be prescribed by esolution of said
board, to the holder or holders of record of the share or shares as to which the
option to purchase has so been exeroised, which notice shall ot forth the time
when and the place where such share or shares shall be surrerdered and the pur-
chase prico paid.

The board of directors may also, in its sole and uncontrolled disoretion, upon
the presentation for transfer of any certificate represonting shares of common
stook, and without noticoe, Furoha,so the shares represonted thereby by paying
therofor (a) $26 per sharo, if such purchaso be made on or before December 31
1020; (b) $60 per share, if such purchase he made hetween January 1, 1930, and
Decombeor 31, 1932, inclusive; and (¢) $100 per share, if such purchase be made
on_or after January 1, 1933,

Holders of common stook, by the acceptance thereof, shall be deemed to have
consonted to such option and right, on the part of the gorporation, to purchase
common stock.

From and after the date for the surrendor of the common stock fixed in any
notico of tho exeroise of the option to purchase and from and aftor the purchase
of common stock upon representation for transfer, without notice, as hereinabove
sot forth (unless default be made by the corporation in payment of the purchase

rico) all rights of the holders of record thereof as stookholders of the corporation

except to receive the purchase price) shall cease and determine, Common stock
go purchased by the com%un{ shall not bo rotired but shall be held as treasury
stock, and may be resold by the corporation,

IV. The capital of the corporation shall be at least equal to the sum of the
aggregato par value of all issued shares having par value, plus the aggregate
amount of consideration received by the corporation for the issuance of sharcs
without par value, plus such amounts as from time to time, by resolution of the
board of direotors, may he transferred theroto.

V. The office of the corporation is to be located in the oounty of New York,
olt{; of New York, State of New York.

1. Its duration is to ba porpotual. '

VII. The number of its directors is to be threo, Tho dircotors of the corpora-
tion noed not be stockholdars thorein.

VIII. Tho namos and post-office addresses of tho dircotors until the first an-
nual moeeting of the stockholdors ave as follows:

Names and posi-office ada'resses~—~Willlam T, Dowart, 300 West End Avenue,
Now York, N, Y.; Archibald R, Watson, 11 East Sixtieth Street, New York, N. Y.;
Clarman T, Dixon, 699 Ocean Avenue, Brooklyn, N, Y.

IX. The namo and post-office addross of cach subsoriber to this cortificate of
incorporation and a statement of the number of shares of stock which cach agrees
to take are as follows:

umber of
Namo Post-office address N shiares

William T, Dowart ...} 300 Wast End Avonuo, New York, N. Y. ..| 8 non par.
Archibald R, Watson ..« 11 Enst 60th Street, New York, N, Y..... . Do.
Clarman T, Dixon «so| 600 Ocoan Avenuo, Brooklyn, Ny

Do.

X. All of the subscribors of this cortificate arc of full age; at least two-thirds
of thom aro citizens of the United States; and at least one of thom Is arosident of
tho State of Now York. All of tho porsons named as directors are of full age, and
a% }gﬂst g'no knt them i & oitizon of tho Unitod States and o resident of tho Stato
of Now York,

XI. All of tho powers of tho corporation are wested i the hoard of direstors,
who may make, alter, amend, or repeal all bylaws of the corporation oxocept such
bylaws as regulato or affeot the cleotion of directors and officors and oxcept when
& change of & bylrw or exercise of a l)owor s mado by statute expressly dependont
upon action by, or consent of, the stockholdors,
| Ii‘ \\iilhu{ms whereof wo have made, subscribed and acknowledgod this cortificato

n duplieato.
(Bigned) Winniam T, DEwaAnT,
Anrcuann R, WaTHON,
Cranman T, Dixon,
Daren Ocroner 14, 1020,
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StaTE oF NEW YORK,
County of New York, 8s:

On this 14th day of October, 1028, before me personally came and appeared
William T, Dewart, Archibald R, Watson, and Clarman 'T. Dixon, to me known
and known to me to be tho perdons deseribed in and who excouted tho foregoing
cortificate of Incorporation, and they severally acknowledged to me that they

oxoouted the same.
(Signed) R. 8. Kass, Nolary Public.
Neow York County No. 234, Now York Reglstor's No. 8197, Term oxpires
March 30, 1028,

S1aTh OF NEW YORK,
Deparimen: of State, ss:

T cortify that I heve compared the preceding copy with tho original cortifioate
of incorporation of the Now York Sun, Inc., filed in this dopartment on the 15th
day of Octobor 1026, and that such copy is a correct transeript thercefrom and of the
whola of such original,

Witness my hand and the official seal of the Department of State at tho city of
Albany this 3d day of July 1037,

[arAL) (Slgncd}) IFrANK S, Suarp,
epuly Secretary of Slaie.

Undeor Secrotary Maaii, The chief asset of the Now York Sun,
Inec., is the entire outstanding stock of the Sun Printing & Publishing
Co., which publishes the newspaper known as the New York Sun.
The control and management of the Now York Sun, Inc., was and is
vested in the common stock. The shares of common stock and the
shares of first preferred and second preferred stocks are callable at
any time upon notice at $100 per share. The first and second pre-
forred stocks have no voice in determining when those classes of stocks
may be called. '

The authorized and outstanding capital stock of the Now York Sun,
Ine., and its ownership as of December 31, 1936, were as follows:

And here is a table showing the various individual owners, which
shows that 65 percont of the common stock is owned directly or
indirectly by the Dewart family, who also own 73 percent of the
second preferred, but only 2 percent of the first preferred, the balance
of the first preferred boing owned by present and former employecs
of the company.

Mr, Coorenr, Mr, Chairman,

The Cramaan, Mr. Cooper.,

Mr, Cooven, As I recall, Mr. Magill, Mr, Paul’s statement was to
tho effect that less than 50 percent of this common stock was owned by
this family, or this Dewart, or whatever it is,

Undor Sceretary Maarn. T believe what Mr, Paul said was, as I
understood him, that less than 50 percent in value of the stock of the
New York Sun, Ine,, was owned by the Dewart family. As wo have
worked it out horo, it appears that some 54 percent in value is owned
by the Dowart family, according to the figures available to us, but the
figures also show that the Dowart family owned 65 percent of the
common stock, that is, 65 percent of the shares, and that the ownership
and control of the company is in the common stock,
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First 8ocond
J)relorred g)re!orro(l Common,
poroent, | 8 perrent, |  no par

$100 par | $100 par
AULhOTIZO0 . < seneetcnneeiesncseine nsansencrvnsnunsonennannransnnes 30,000 20,000 100, 000
Qutstanding (no treasury stook Included)e.uceenenarvananacennrans 20, 580 19,071 on, 205
O, W, H, OOPPOTAtION. cvrenenrecesraasanavevesssnscssasecnannansnss None 13, 250 54, 106
W. T, DewArt..uueuueeenn we None li'one ) 600
Mng{ Deawart, daughtel .. 21 None 1,000
W, T Dgwn . Jr., 80N, .. 60 400 2,000
Thomas W, Dewart, son. . 210 400 % 000
Katherine 8. Dowart, datghter-In-iaWe.eeeeerneenreercancunnascne 20 None None
e Ty OF SRRy iy et and riner anpiogeRs| | 10| oo

n [ roly b and former smplo,

and mambors of tholr TAMILES....vvveeenrnonncecnnennsarae ! ...{.... 10,997 5,016 34, 569
Total 810163 ONLSLANIINK . wesauranenssneraaarcassaveasesnssne 20, 580 10,071 00, 265
Porcontage OWNec bY DOWATE TAMIIYwenssssreemnseresmavannssoneens 253 7311 66,18

Tho balance sheet of the New York Sun, Inec., as of December 31
1936, shows the net worth of the company to be $10,403,564.90, o
which $3,965,100, or $100 a sharoe, is ascribed to the outstanding pre-
ferred stocks, leaving a book value of $64.86 per share of common
stock. Thus, without reforence to any special value which may
inhere in Dewart’s voting control, it alﬁ)em‘s that 54.4 percent of the
value of the outstanding stock of the Now York Sun, Inc., is owned
by the Dewart family, as follows:

04,800 COMMION . v v cneacnrarecucccunensanmonnenanmaannsnen $4, 106, 182. 56

14,080 first proforred...cvcueueencrcnancnnsnnnnnmsnanunnanen , 408, 600. 00

883 seoond Preferreda cnecn e minemnunsannneunanercarananann B8, 300,
Totaluaceecnccann memmenemmemmmenememneanaman .. 5, 660, 082. 86

In 1934 the C. W. H. Corporation filed a personal-holding-company
return and benefited as shown below from the two deductions dis-
cussed above in connection with the New York Sun, Inc.:

20 Borcont AeAUOION e n v m e mcmancmamrcnananancsanamanneanmnaane $10, 670. 76
Debt retirement deduetion . aceweeacecnaarcncraacvanccrcnnnanen-n 47, 488, 44
Tax pald under 800, 351 eenmnnunarccnnnmanennsrcnmaramanueren None
Tax If deduotions ellminated. e vncvaneaancccrcnninncancanan 18, 809, 04

_'The C, W, H, Corporation, which is entirely owned by the Dowarts
did not file personal-holding-company roturns for the years 1935 an
1936 because in Decembor 1034 it had transforred at cost 9,200 shares
of common stock of the Munsey T'rust Co. to the Frank A, Munsey
Co,, an operating company which it ontirely owned, and had thus
reduced its income from royalties, dividends, ote., below tho 80 f)or-
cent prescribod by section 361 [b] 51] Al This stock, which yielded
an annual dividend of over $45,000, had been the chief source of income
of the C. W. H. Corporation, ,

Tho Tronsury Dopartment is at a loss to underatand the moanin
of Mr., Paul’s assertion that “you will find that because the Now Yor
Sun, Inc., was incorporated and bocause of tho provisions of section
351, the Govornment of the United States got probably $50,000 moro
taxes than it would havo roceived had tho Now York Sun, Ino., not
been in existonco.” To compute the amounts of tuxes saved by the
Dowart family boeause of the existenco of the Now York Sun, Inc.,
would undor the presont circumstancos bo oxtromely difficult. Yot an
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indication of the savings which wore effected through the use of
personal holding companies may be found in the simpler computation
that can be made for the year 1934 by combining with the porsonal
not incomo of William T. Dewart the corporate net income of tho
C. W. H. Corporation, which he then entirely owned. In that year
Mr. Dewart paid personal income taxes of $8,908.70 on a net income
of $53,3568.01. The C. W. H. Corporation paid taxes of $1,100.61.
If the income of the C. W. H. Corporation had been roported directly
l'iy Mr, Dewart, his total tax liability would have been $32,790.08.
he employment of a personal holdinﬁ company effected a tox saving
of $21,780.68. A greater saving would undoubtedly be shown if, in
computing Mr, Dewart’s tax liability, an attributable portion of the
undistributed net income of the New York Sun, Inc., were added to
the combined C. W, H. Corporation and Dewart net incomes. In
addition, there must not be overlooked the tax saving which M,
Dewart attempted to achieve by transferring to a wholly owned
operating company the major portion of the income-producing assets
of the C. W, H. Corporation, thus making it unnecessary for the lattor
to pay surtax under section 351, .
nd here is the graph showing the rather complioated corporate
sYtruﬁtélre of personal holding companies, which includes the New
ork Sun.

The Crairman, Without objection it will be inserted in the record.

(The graph referred to will be found on p. 409.)

Anything further?

Under Secretary MagiLr, I think the Treasury has now offered
statemonts on each of the various items mentioned in the Secretary’s
lettor and the Prosident’s messego, oxcopt the subjeot of percontage
depletion. What is tho wish of the committee on that?

nattor Harnison, I suggest that that mattor go over for the
present,. :

Mr, Coorer. My recollection, Mr. Chairman, is that wo agreed
that the matter of percentage depletion would go over for the present.

The Cuairman, That is the recollection of the chairman,

Dootor, the statoment has been made and rert)oated on thoe floor of
the House and in the presenco of this committee that in selecting
these names that have been brought out of corporations and persons
who have employed these various devices to avoid and ovade pay-
ment of taxes, the names of Republicans or those belonging to one
party had been brought to the attention of the committeo and those
of the other party had been overlooked—in other words, that this
hearing and tho preparation made incident to_this hearing had had
some political connection or flavor. Have you been familiar with the
{)repm*atmn of theso hearings and investigations mado leading up to

hese hearings and are you familiar with the ontiro transactions that

have taken place? If so, I would be glad if you would state to the
committeo whother or not any political consideration whatever has
guidod those who prepared theso hearings, becausoe that is quito a
grave chargo.

Undor Secrotary MaciLu. It has not, No such consideration hag
boon taken into nccount in tho proparation of this material.

As I snid in_tho statemont I mado following the Secrotary, when
these hoarings bogan, when it was discovered by the Treasury that the
rovonuo roceipts for tho curront yonr wore somewhat less than our
ostimates havo shown, and further it appeared that the ostimates in
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the past had erred on the side of conservatism, the Secretary directed
me to make an investigation of the reasons for the falling off of the
revenuo, Among other things I sent out messages to the internal-
revenue agonts in the various internal-revenue districts, asking them
whether they had any information or what information they had
regarding any devices of tax avoidance and evasion which were newly
discovered, or of old devices which wore being increasingly used to the
dotriment of the rovenues,

A large volume of material was sent in in response to that request,
and under my general direction the various wituesses that have
appeared here before the committee woent over that material and
analyzed it, and as the cases were completed they wore presonted to
you. .

Now, I can only ropeat again what I said at the boginning: Our
interest in this whole E)roceduro has been to present to you this situ-
ation for such remedial legislation as you may wish to make, and our
interest is in the remedial legislation, not in the names of particular
persons, :

So far as I am aware there has never at any time been any suggoestion
by anyone that particular persons should be singled out and their
casos should be })resonted, nor has there been the suggestion by anyone
that I know of that anybody’s case should be omitted which was
brought up by these various persons who have appeared before you
and who actunlly prepared this matorial.

The CualiMAN, Was the question of political afiliation of any of
theso parties over considered in anyway, any intimation from the
President down in that regard? )

Under Secrotary MaciLn, No. T have no personal information as
to the political affilintions of any of these people, and there has never
been any suggestion by anyone in my presence that the political
affiliation should be considered in any way. :

The Cuamman. Is that all?

Under Secretary Maairn, That is all I have,

The CHAIRMAN. Are thore any further questions?

Mr, A, M. Loomis (representing the National Dairy Union). [
have had a request ponding hero for a week or 10 days to be heard on
amattor. I would like to present it in 10 minutes. .

The CrairmMaN. The Chair will state that your request is acknow-
ledged, and it was my purpose to bring it to the attontion of the
committeo for consideration at its next regular exccutive session, and
you will be advised of the action taken.

(Subsequently the chairman offered for the record the followin
lettor from Mr. Roboert I, Jackson, Assistant Attorney General, with
reforence to testimony given by Representative Hamilton Fish.)

Jury 14, 1087,
Hon, Ronert L. Dovanron,

Chairman, Jotnt Commitice on Tuw Kvasion,
Washington, D, C.

My Drar Mr, Dovanron: Questions raised by Ropresentative ITamiiton Fish
about tho Income tax of Mra, Roosovelt make it & duty of one who has knowledge
and some responsibility for the situation to sco that tho record is mado straight.

In 1984 Mrs. Roosovolt submitted hoer broadensting proposal to the Treasury
to learn whethor the procceds might go to the oharity sho wished to ald, free of
tox, or whother, in substancoe or in form, the fpmpoaod contract was such that
provision should be mado for the payment of & tax. Mrs, Roosovolt was to
recelvo no personal fncomo from hor radio appoarances oxcopt the nominal cone
sideration of $1, whioch lawyers think is required to make a contraot logal. She
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would be no richer for her labors either in money or in money’s worth. In
substance, she agreed to make benefit appearances, the proceeds of which went
entirely to the American Friends Service Committee of Philadelphia, Pa. This
was a worthy charitable organization from which neither Mrs. Roosevelt nor any
other person made a profit. She was in the position of an artist or actor who aids
a charity by a benefit performance.

There is no tax on such a kindness and whatever spiritual enrichment comes of
good works is not estimated as taxable income.

The Bureau of Internal Revenue legal office, which T then headed, therefore
advised that upon those facts Mrs. Roosevelt would receive no income and would
owe no tax upon the proceeds received by the American Friends Service Com-
mittee.

In appraising Mrs. Roosevelt’s fairness in this matter the following things should
be borne in mind:

1. Mrs. Roosevelt voluntarily disclosed the full transaction to the Treasury in
order to make provition for the payment of a tax if one were to become due.
The Treasury was dealt with in entire frankness and she submitted her proposal to
those whose duty it was to tax her if the substance of her transaction resulted in
taxable gain to her. She could do no more.

2. This was not the cuse of assigning or diverting compensation earned by her
to some corporation or member of the family from which she would receive an
indirect benefit. The purpose was wholly to aid a charity and she had at no time
any direct or indirect benefit from the funds realized by the charitable society.

3. If the gentleman from New York desires to indulge in criticism of this Treas-
ury attitude the responsibility for it is not that of Mrs. Roosevelt by that of myself
and others who were Treasury officials at the time. Mrs. Roosevelt, who did all
that a conscientious taxpayer could do, should therefore be dropped from this
controversy and if Mr. Fish wishes to continue it, let him direct his criticismn at us
men.

Respectfully submitted.

RoBeErT H. JaCKsON,
Assistant Allorney General.

(Subsequently, the chairman offered for the record a letter from Mr.
Philip DeRonde, and a memorandum relative thereto presented by
Arthur H. Kent, assistant general counsel, Treasury Department.)

. Lonpon, ENGLAND, June 22, 1937.
The Honorable CHAIRMAN OF THE CONGRESSIONAL COMMITTEB
InvESTIGATING TAX MATTRERS,
Washington, D. C.

Sir: Even at this great distance from Washington, the news has reached me of
my inclusion in a list of alleged tax evaders, ete., ete. .

Mr. Chairman, there is something wrong with all this, snd in justice to me I
would ask you to be kind enough to read the following facts:

(1) Iam a nonresident citizen of the United States, having no office, occupation,
capital, nor income in that country.

(2) Far from being a “shinping magnate” nor even ‘“‘the president of a great
trust company”’, I am a poor 1man, and such living as I have earned in the last few
yem’st has been derived Jargely from the Argentine Republic and other foreign
countries,

(3) It is a fact that in the year 1936 I caused to be organized a Bahamas Cor-

ration bearing my name for the purpose of doing business in England, Argentine,

araguay, and elsewhere.

(4) Among the other activities of that corporation was the sale in Buenos Aires
in 1936 of the securitics of an Argentine subway system at the time owned by an
American investment trust, for which service a gross commission was paid to my
corporation amounting to some $250,000.

(6) It is a matter of record that the commission was paid only in January of
1937, Can it, therefore, be said in June of this year that I am evading, dodging,
or avoiding a tax which cannot under any circumstances become paya‘ﬂe before
March 15, 1938? -

(6) In Mr. Morgenthau’s recent letter to the President, it was stated that
I was “defying the Treasury.” Permit me to state, sir, that up to this time no
communication of any nature whatever has reached me from the Treasury on
the subject of tax upon this item. Far, therefore, from defying the Treasury,
I beg to state that if at the end of the present taxable year I, as an American
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citizen, am liable under the law for any income tax whatsoever, it is my sincere
intention to make a return and pay that tax.

(7) But if evading taxes means that I pay nothing more than what the law
requires of me, then indeed, I am an cvader, as doubtless are millicns of my
fellow countrymen.

I am, sir,

Very truly yours,
Priuip DERONDE.

CoMMENT BY ArTHUR H., KENT, AssisTANT GeENeral Coussren, TREASURY
DePARTMENT, RELATIVE TO LETTER OF PHIiLiy DeRoxpE, DAarap Jung 2‘2, 1937,
To THE CHAIRMAN OF JoINT CoMMITTEE ON TAx AvoipANcE axp Evasion

It is obvious that Mr. DeRonde’s letter does not speak to the evidence pre-
sented by the Treasury Department that he received $250,000 the day before ho
filed an offer in compromise of acerued tax liabilities for prior years ageregating
approximately $33,000, in which he stated :ncer oath that he was without means
to pay more than a small fraction of snch liabilities. Mr. DeRonde's lctter
nowhere asserts unequivocally that the $250,000 commission })aid in January of
1937 is not his income. The statements made in paragraph (4) of his letter
appear to be equivocal and evasive. No point was macde in the previous state-
ment of the Treasury to the joint committee as to what Mr. DeRonde might or
n;)i;r,}zlt not do with respect to the treatmment of this sun in his income return for
1937.

It may also be noted that Mr. DeRonde refers to the Bahamas Corporation as
“my corporation”’, although he does not appear according to our latest information
as a stockholder of record. The assertion by Mr. DeRonde that he is a non-
resident citizen, if true, is wholly irrelevant to the issues in the case.

(Subsequently the chairman offered for the record a letter from
Hon. Hamilton Fish, a Representative from the State of New York,
relative to a letter written to Hon. Henry Morgenthau, Jr., Secretary
of the Treasury, and a copy thereof.) :

Jurny 20, 1937.
Hon. Rogrkrt L. DoUGHTON, .
Chairman, Joint Congressional Commillee on Tax Avoidances,
House of Represenlatives, Washington, D. C.
DeaAR MR. CHalrMAN: T am attaching & copy of a letter to the Secretary of
the Treasury, relating to the statement 1 made before your committee recently,
and request that it be made a part of the official records of the comnmittee.
Thanking you for your attention to this matter, I am,
Sincerely yours,
HamivTon Fisu.

WasHiNgroN, D. C., July 17, 1987.
Hon. HENRY MORGENTHAU, Jr.,

Secretary of the f‘reasury, Washington, D. C.

DEAR MR. SECRETARY: I was amazed to read in the public press a few days
ago o statoment by former General Counsel of the Internal Revenue Bureau,
Robert H. Jackson, that he had made a ruling to thecffect that a certain individual
could direct money that had been earned for broadcasts to charity organizations
without reporting for income tax purposcs.

I am writing to find out if there is any such ruling in existence, and, if so,
whether it has been released to the public as an official ruling of the Treasury
Department? If not, I would like to know whether or not the Treasury Depart-
ment still approves of such a ruling. All charity organizations, such as hospitals
community chests, etc., would be vitally intercsted to know of the existence o
any ruling that would permit money that has been earned to be given direet to
charity without the necessity of reporting such carnings as a part of one’s own
gross income,

If such a ruling exists, what is thecre to prevent business men from taking 1
day out of each week’s earnings and giving it to charity without having to report
it ag income? This would certainly be most helpful to all charitable organizations
throughout the United States. A ruling of this kind with reference to occasional
benefit performances might be logical, but this seems to be quite a different
matter, and as a permanent polioy this would permit regular services to be per-
formed each week, or oftener, by individuals without Federal taxation.
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Also, the last published ruling of the Internal Revenue Bureau states that
income cannot he assigned, irrespective of the nature of the beneficiary. Mr.
Jackson seems to take the position that the Treasury looks with favor upon the
assignment of income if the beneficiary is not a corporation or a member of ones

amily.

Would not the ruling of Mr. Jackson, if applied equally to all donors of charity,
permit assignment of incomes that would defeat the Government in the collection
of much-needed taxes in order to balance the Budget and open wide the door or
loophole to deprive the Treasury of the United States of millions of dollars of
income tax payments?

I am sure you will agree with me that equal enforcement of the law and special
privilege to none is a fundamentally sound rule of government, and that it is im-
portant, therefore, that any rulings which may be made privately with respeet to
the tax returns of members of the Administration or their familics should be ap-
plied to the public as a whole.

Thanking yuu for your attention to this mattter, I am,

Sincerely yours,
HamivronN Fisu,

(Subsequenﬂ{, the chairman offered for the record a letter from
Hon. Roswell Magill, Acting Secretary of the Treasury, to Hon.
Hamilton Fish, a Representative from the State of New York.)

JuLy 26, 1937.

My Dear MR. I'tsn: I refer further to your letter of July 17 to Secretary
Morgenthau. I shall endeavor to reply to your questions in the order in which
they appear in your letter.

Inquiry at the office of the Assistant General Counsel for the Bureau of Internal
Revenue establishes that there was issued a reply to a request for information as
to the taxable character of the transaction to which you refer. This has never
been made public.

I am further advised that no reason has been presented which leads the Bureau
to feel that the position then taken should be disturbed. Such events as haseball
games, dpopular lectures, and appearances by promnent actors, the proceeds being
devoted to charity, and other similar charitable enterprises, have been uniformly
treated as not subject to lax, These instances, of course, are entirely distinct
from situations where income earned by a taxpayer is thereafter assigned whether
to a charitable organization or otherwise.

It must, of course, be understood that the conclusion reached in a specific case
can be treated as a precedent only to the extent that there is no material distine-
tion in the facts involved in any subsequent case, f you know of any taxpayers
who wish to submit the concreto facts of completed transactions in order to obtain
information as to their liability to tax, I shall be glad to ask that the Burcau
consider these inquiries in its usual course.

Taxpayers fretluently request the opinion of the Bureau as to how a particular
transaction should be dealt with on their tax returns, and the Bureau, in large
numbers of such cases, has replied giving the desired information. A very small
percentage of these is ever issued in the form of published rulings.

ery truly yours,
RoswrLL MagiLy,
Acting Secretary of the Treasury.,

(Subsequentlsy, the chairman offered for the record the -followin
letter to Hon. Sumner Welles, Under Secretary of State of the Unite
States, from Sir Herbert Marler, Canadian Minister, concerning rof-

erences in the public hearings to Mr. Jacob Schick, as transmitted
by Mr. Magill.)

CaANADIAN LEGATION,
Washinglon, July 26, 1937.
Hon. SuMNER WELLES,

L]
Under Secretary of State of the United States,
Washington, D, C.

Dear MR, WELLEs: I desire to refer to certain statements made before the
Joint Committee on Tax Evasion and Avoidance by Mr., Elmer L. Irey, Chief of
the Intelligence Unit of the Bureau of Internal Revenue, regarding the naturaliza-
tion of Mr. Jacob Schick, As you may recall, Mr. Irey stated that Mr, Schick



tne il AR A, AAwiAn

TAX EVASION AND AVOIDANCE 421

“beeame a Canadian ecitizen by special dispensation from the Prime Minister of
Canada’’, and he added that Mr. Schick was a “personal friend of the Prime
Minister.”” and that “the only way in which he could have become a citizen within
the tax period before January 1, 1936, was by a special dispensation from the
Prime Minister of Canada and that such dispensation was granted in his casc,
we are informed.” These statements were reported in the press both in tle
United States and in Canada, and, on examination of the transcript of the evi-
dence taken before the committee, it appesrs that Mr. Irey did in fact make
such statements.

In this connection I may say that Mr. Irey’s observations have been called to
the attention of the Prime Minister of Canada, who states that he has never
heard of Jacob Schick.

With regard to the further statements made by Mr. Irey “that under Canadinn
laws a man must have heen resident in Canada for a period of 5 years before he
ean become a citizen’’, and that “he (i. e. Mr, Jacob Schick) had not lived in
Canada, of course, any euch length of time”, I am informed by the competent
Canadian authorities that the statement that it is necessary for an applicant for
naturalization to have been resident in Canada for a period of 5 years before he
ean beeome naturalized is not an aceurate one.  In point of fact, the Naturaliza-
tion Act provides that an applicant for naturalization must satisfy the Minister
in charge, who is in this case the Seeretary of State, that he bas resided in His
Majesty's dominions for a period of not less than 5 years within the lust 8 years
before nmkixui application. The act further confers on the Sceretary of Stete
the power of his discretion to grant a certificate of naturalization although the
residence has not been wholly within the previous 8 years.

With regard to the circumstances attending the naturalization of Mr. Jacob
Shiek, the evidence submitted to the Sceretary of State in connection with his
application showed that the period of his residence in His Majesty's dominions
had exceeded 6 years, although a portion of his residence had not been within the
preceding 8 years. The issue of the certificate of naturalization to Jacob Schick
was made on December 18, 1935, in the exercise of the discretionary power
conferred by the statute on the Sceretary of State and was not in any way an
irregular proceeding. ‘The Secretary of State, it may be added, had 110 personal
knowledge of Mr., Schick.

Although it i not dcesired to make this matter the subject of formal representa-
tions, I should be grateful for any action which you may desire to take with the
object of correcting the inaccurate statements made by Mr. Irey in this case and
of calling attention to the facts concerning Mr. Schick's naturalization as out-
lined in this letter.

Yours sincerely,

HERBERT MARLER.
The Cuairman. If there is no further business the committee will
stand in recess until Thursday morning at 10 o’clock. .

(Whereupon, at 11:50 a. m., the committee adjourned until Th.. .
day, July15, 1937, at 10 a. m.S

570—37—pt. 3—-7




ScEEDULE A.—Personal holding companies (information requested by the Joint Congressional Committee on Taz Evasion and Avoidance)

tistics respect to the 20 percent credit provided for under sec. 351 (b)
fota with vides for thepgedncﬁon of losses from sales or exchanges

credit for debt retirement as provided in sec. 351 (b) (2) (B); and sec. 351 (b) (3) (C) which pro-
of aplnl assets disallowed by sec. 117 (d) of the Revenue Act of 1935}

Name and address of corporation

Adjusted
undistrib-
uted net
income
withont
receding
eductions

Tax re-
ported
under sec.
351

Tax recom-
puted on
revised un-
distributed
adjusted
net income

Principal stockholder and tax
saved through use of holding
ermpanies .

Advemaars Finance Corporation (Delaware), 919
arth Michigan Ave., Chicago, Ill..............

M.E.F. Carpomtlon (Delawm) 919 North
Michigan Ave., !

Chieago Stock Yards Co. (Maine), 1 Court St.,
Boston, Mass

C. F. Kettering, Inc. (Delaware), 807 Winters
Bank Bldg., Dayton, Ohio. ... .. .....c.......

Lowry Securities Corporation (Delaware), 100
West Tenth St.. Wilmington, Del...............

The Madison Securities Co. (Ohio), 600 Ohio
Bldg., Toledo, Ohio.

Northern Exploration Cotpomion (Delaware), 15
Exchange ;l ,Jersey City, N.

Haystone-Securities C (New York),
25 Broad St., New York, N. Y.

The United Telegram Co. (hew Jersey), 18
Exchange P1., Jersey City, N.J.

The Park on (Delsware). 486 Madison

, New York, N. Y.
:;0' oldig‘; Corpomtinn (New York), New

$48,057
2, 400

52, -
21, 554

370,967

$N.4h

trusts created by him.

Frederick H. Prince (40 percent):
1934,51()1:,05:. 1935, $164,445; 1936,

Char!os F Kettering (50 percent):
1034, $2:0,959 (80 porcent), 1835,
$106, Ob! 1936, $214,703

‘I{orac-c Havemeyer (50 pcreenz)

\ arious trustscreated by Robert A.
Stranahan, Frank D. Stranahan,
and their wives.

}‘\llwrt D. Lasker and various

Charles Hayden: 1931, 2567,578; 1935,
73,730 1938, 187,465,

}wmxam S. Paley: 1936, 35, 153.

}Jacob Ruppert: 1435, 34,853; 1436,

(44 4
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20,707,495 ] R Z03B .
4,977,357 | S,8M.473 2351246
i 695,360 -
811,819 |-
137, 408 -

Star Holdinz Co. (Delaware), (American News- |2193¢ [._..._....
papers, Inc.), 7 East 44th St., New York, N. Y. |121935 903, 116
‘The Hearst Corporation (Delaware), 1 Mont- |§ 1938 |_____..__.
gomerv St., San Francisco, Calif 1935
Hearst M agazmes, Inc. (Delaware), 100 West { 1934 ...
10th St., Wilmington, Del. .______._ ... |1 1835 ... .......
The M. D. Thatcher Estate Co. (Colorado), care || 1o
of First National Bank, Pueblo, Colo__......___. 1936
Mashlon Thatcher, Inc. (Coloredo), care of :ggg
First National Bank, Pueblo, Colo.......... 1936

L2IR 158
2,312,489
21,432 cent): 134, 2,571,133,
325,728 2,710,575,

44, 963

{IM. D. Thatcher.
|

530 |

. Thutcher as trustee for

208, Hix ]\‘. illiam kan«lnlph Hearst (85 per-
433
!
} Helen and Katherine Thatcher.

Capital gains of corporations were attributed to individuals on the conservative basis of 50 percent.
1 Form 1120-H not available. Figures computed from form 1120.

3 No form 1120-H filed, nor tax paid under sec. 351.

Figures computed from form 1120.
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