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Tha Suboommittes of the Commifttes on Finance this dny me#
at 2530 p.m., Iln the Military Affalrs Committee Room, Oapitold |
Building, fenator Waliter I, Georgs, Ohairman of the Subcommit-
twe, presiding.

Pxasents Senstora George, Byrd, and Walcott,

The Subcommities had under consideration 8, 368,

PROOEEDINGS

Senator (George: Jenaitor Walcott, Qenator Byrd, and my-
‘I' 08lf wess Bocigneted here by the Chairman of the Finsnce Come
mities Ay a Subcommittes on . 386, That bill ie as follows:
S, 3688
A RILL
For the retund vl incoms and profits taxes erroneocusly collescted,
Be 4t anedisd by the Senuis and House of Ropresentatives of
the United States ol Amerioa in Congress assembled, That the

Commiassicner of Internal Revenus is hereby authoriged and

dizeeted o recaive, consider, and determins, in accordance
with law, but without regard to any statute of limitations,
@ny olaim filed not later than 8ix months after the passage of
this Aet by the Harsford-Conngotiout Trust Oompany, a corpora~

5ion oxgenived and sxieting under the banking laws of the State




]
of Conneotiout, having ite prinocipal place of business in Harte

ford, Conneotiout, for the refund of income and profits taxes
erronsously ocolleoted from the said Hartford-Oonneotiout Trust
Company in 1918, 1930, 1831, 1883, and 1683,

Senator George: The information which the Chairman fur-
nishes me is that the teutimony of nt least one witness is to
be taken today. |

I suppees, JFenator Waloott, thot you have seen the report? '

~ Benator Wsloott: Well, Senator Geoxge, yes, I have, and I

havs ocommunicaised at length, and several times, with Judge
Benjamin Holdon of Connsctiont, whe hse this matter in hand,
and he expeotad %0 be hare in person, buté hs has sent a man to
repressnt him, vho will make 8 statement,

I suppore yow sr2 going to present the wholes matter?

Mr. Gallagher: Yeos, eir,

Senator ¥alcoott: And the argument for the olaim?

Then, if agrecabls %o you, Mr, Cheirman, I suggeat that
¥x. Holdsn's reprusentative be allowed to prescent his oase,

Senator Ceorge! I suppose we might put into the record,
hexrs, the reper § made by ¥z, Bollantine, dated May 5, 1833, on
this Bill, so'thmt %he Buresu of Internsl Revenue will have tho\
whole matter bafors 4% i one tims,

TREASURY DEPARTHERNT
RASHINGTON

Hay B, 1833




Dear Mr, Chairman:

X have your letter of Maxrch 18, 1933, transmitting %o the
Treasury Depariment gor report a oopy of a bill 8, 368, for the
. relief of the Hartfoid«ﬁonneot&out Trust Company, & corporation
organized and existing under the laws of the State of Connecti~
out,

Upon finel daetermination by the Commimsioner of Internal
Revenue of the tax 11ability of the Hartford-Oonneotiout Trust
Company for the years involved, it was determined that the sax
1iability for the period July 80 to December 31, 1819, and foxr
the years 1920 and 1823, had been ovarpaid, Olaims for refund
ware Tiled by the taxpayer on March 18, 1937, after the expire~-
tiun of the stziutory time limit for allowanoce with respeot to
the full amount of ovoxnsseassnants for the years 1919 and 1930,
Hefunda wers wnde on the oasis nof the olaime filed for these
yeors %o the oxient allownble undsr the limitation provisions
of whe lav. The total smount of overpayment for the yeaxr 1933
was coafundad ¢n the bounis of the olaim timely filed for that
year, For the years 1931 and 1932 additional taxes were deter~
mined, but werse not apsessed and colleotsd bescause of the bar
of ths atatute of 1imitations whioch had operated againet the
Unitad Btetes,

I may stats that the teaxpayer instituted suit in the
Unlied Stotes Court of Cluime for the recovery of the taxes

ovsrpedd fox the period July 30, 1213, to Decembsr 31, 1918,
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and for the year 1930, refund of whioh was denied by the Com-
minsionar of Internal Revenus as barred by the statute of
limitations, The Court of Olaims 4in ite decision of May B,
1933 (74 0. Ols. 846), denied recovery and held in favor of
the United atétes, The Treasury Department doss not consider
the oase, therefore, ne one weriting speolal consideration by
Congress,

It has bean the poliocy o2 Congress to include in the re~
venue acts limitation provisions by the operation c¢f whioh aftexr
a carisin period of time it heoomes impossidla for the Govern-
nment to assert additional limbilities, or for the taxpayer to
assert a claim for a refund, It not infx:quently happens that
a taxpayer finds himself barred by the operation of the statute

of limitatione from securing & refund of an amount of %tax paid

L]
'

in axceea of wbat was dus, ILn such coses the taxpayer often
Tockn thet he 1z ontdtled %0 get back the amount overpaid
noswisanteading that ths siaiute of limitations has run, and
Wilin axe often intzoduned into Congress sesking auch relief,
Tha ground for xelief nsserted in such cases is alwsys that the
anount of tax was in Zaot overpald and that 4t is unjust for
the Govarnmant to yetain the money. The considered answer of
this Lopaztment hes inverinbly been that to grant relief in
soh cases would be contraRy to the polic, of the stat ate of
Lamitetions and would open ¢he docr $o0 relief in all onses u

whare the stetute opersted to the prejudics of a partiocular



taxpayer, while leaving the doox closed to the Government in
thone onsam in whioh the statute operated to the disadvantage
of the Government in a pﬁrticular case, The position which
this Department has daken, and which Gongress has sanctioned,
is that 4t was sound to have statutss of limitation and that
the policy upon which stetutes are baned must be adhered to,
notwithstanding hardship in partioular ocaes,
For the roasons atated the Treasury Department is oppossd
to the enactment of the bill 8, €6,
Very truly yours,
A, A, Ballantine,
Acting Seoretary of the Treasury,
Honoxabls Put Harrison,
Gholzmun, Uommittes on Finanoe,
Unitad States Sennte .
Jonmator Gsokge? ¥a will now hear you, Yr, Gallagher,
STATESENT OF MR, EDVARD OALLAGHER
ATTCRAEY, " NVEGTUENT BUILDTHQ, WABHI. ON, D. O.,
ON BEHALF OF THE HARTFORD-CONNZOTIOUT TRUST COMPANY
Nr, Galkghor: My name is Edward Callagher, Investment
Bullding, Weshington, D, O. 7 think I should state for the
racurd tbat Judge Holdsw wan prevented from being here through
illnens, and he oalled e into the matter rather unexpeotedly,

I vhall 4o the best T can »ith 14,

Aemate #4111 368 provides for refund of income and profits




¢
taxes, arronscusly ocollented from the Hartford-Qonnsctiout
Trust Company, of Haxtfor4d, Oonnsotiout,

I want to say at the outest that the propriety and the
legulity of the olaim is admitted by the Bursau of Internal
Revenuo, and even by the Court of Qlaims, In faot, the Couzt
of Claimg, in pssing upon the gqueation of whether the o0laim is
barrad Dy the atatute of Amitationn, admuitted in its decision
that, as a4 watter of fact, walvers bad been filed, whioh would
operate to toli the statute, but that, as a matter of law, they
were not effscilve.

That is o somevwhat ambiguous statement, I shell olear 1%
up latex,

I want %o wny a2lde, in 4 preliminary say, that this is not
the uswal charity cosse, where o taxpayer hag slept on hie
rights, end then, in a daoperate effort to obtain relief, oomes
to the Qongresa. %We hav: bean aasidumnm in pressing our clains
Trom the %ime that the returna were filed, mnd we have oo~
erarated fully with the Lepaztment in waiving the statute,
vhere it operated to the favor of the Government,

I think that I should state hexe, in & brief way, the
nietory of the olaims, The returns were filed; and thoso re~
tuina which are involved here were filed for 1919 and 1930,
¥ow, thero wexve a numbexr of adjustments affsecting those returns

ovay o period of two or three years, 8o tl: % the period obvorod

by %he 2tatute of limitations was rapldly nearing its end. The




Government approached the taxpayer and asked it to sign waivexrs

sxtending tbe period to waich the statute would apply, for both
porties, ‘This request wee medo in Noveumber, 193?, In Deoember,
1924, the wajvexr was signed by the %axpayer, extending the time
until May 14, 2036,

in other words, the statute of 1limitationa was extended
20 g to permii clalme up uatll dHay 14, 18936,

Thereafter, 4in Januory of 1936, that is, ono monith after
the firnt reqguest for the afgning of a waiver was wmade -~ the
Governmont sgaln comminioated with the taxpayer and asked 1% to
agree tbnt thers was a further defioiency in its returns, of
27,98%, and 5% the same time they asked that an additional
walver bo sighred,

New, as only cne mon$h el elapsed between the time thet
the fired walver had been slzned, aand the time that this second
raquant ocourzed, the taxpayer felt that there was no necosity
forx aipning o walver at shad iime, but subsaquently, on HSeptembsr
8, 1835, me o resuonable pexiod of time bad elapsed by that
date, the taxpayer again signed a waiver, further extending the

period of time; and it is that waiver of 1938 that givee rise

%o the presoni coniroversy.

The present controvezsy oenters around the question of
whethey or nod that wuiver, as 2 waiter of law, was received by
thas Comauissicnar of Internal Hevenusd,

furing the course of %hec. negotietions that I ‘have just
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desoribed, the taxpayer oalled in an aoocountant, who went ovey

the books, primarily t¢ cheok up upon the findingas of the Come
misnionar of In‘exrnal Revenue, regarding defiocienoy, and he
discovered that thers was an overassessmant of $41,914, and
that 48 the clalm here,

Now, Shed overansssawont oocurrsd in this way: It had
bsen the praotico of the taxpayor 4o treat discount on promife
00zy notes 20varing losns as carmned income, the minute the loan
we.s mads. How, the avaountant'advzaod the taxpayer that that
was not in conformity with low, He ssld that the discound
should not ba sreated ar incoma, and taxes should not be pald
on that disoount until the loan had besn paid back in full,
therefore, ths accountaat, who was employed by the taxpayer,
conferred with the officisle of ¢tha Internal Revenue Department,
and they readliy agresd that that wes fthe low, and thut thexe
7es an overasgucsnent, nnd they agree %o thot, today. They
agreed that under %the Jaw there 1s an ﬂ?a§aaasa$mento The ouly
question le, the ztatiuts of limitations.

tlow, aftey the confersnoe with the Burcau, where it was
agreod that there wus nn overasnasement, asiended returne were
filed by the taxpayer %o cover the years 1918 and 1930, !hoy;
wove £iled on Harch 15, 1887, and 1t is admitted by all parties
that 1%, u8 a master of faot and low, ths waivers were reoeivid»
by tho Commigseioner of Internsl Rovenus, the f£4iling on that

dade wovdd bo within she period covered by the statute of limi-
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tations,

There is no oontroversy om that point, but, now, after
those amended returns ware filsd, in Maroh, 1887, an agent of
the Buresu -- and this, o my mind, indicates that the Bureau
kad H$hese waivors on Tile, or had been advised, and were pro-
nsading undexr the Amprasclion that the statute of limitations
had not zum ite oouregs, becsuse, after those amended returns
wezre filed, the agent of the Burea: called on the taxpsysr,
examined his books, end his acoounts, at graat length, made
out a dntalled sintement, agreéing that there had beem an
overaseansment of 541,914, and he aubmitted that statement to
the Buresu and to the taxpayer,

Thazrsaftor the tuxpsyer and the sgent of the Bureau wore

matier of low, perhaps, making out what might be termed an ac-—
count stated, apreelng that hexe was an overassessment of
$41,000, .

Yow, ehaet statemont, signed by both paxties, was placed
on file in the Internal Revenue Bureau and today that stats-
ment in ths filas of the Department hears notations whioch indi-
cute that 4t had the approvel of the Bureau and its officers,
They bear that spproval on their faoce,

Kow, somswhat in support of what I seid regarding the

attitude of the Court of Claime, I want %o gquote, just very

briefly, from iis deoision in this matter. I heve previously

-




10
said that as a watter of faot they admit that the waivers were
filed in tims, but that, as & matter of law, they deny is,
This is from the deoision of the Gourt of (Olaims, in oase known
an K-33, They say: :

"The proof shows, sand we have found that the plaintiffis
vice president, on 8Septembex », 1936, exeouted waivers for the
yoars 1919, 1920, and 1931; that the waivers were handed by
plaintiffis vice president to his scoretary, who, on the
following day, delivered them to the ssoretary of the Collsotor
of Internal Revenue, &t the Collector's office in Hartsford,

The record does not show what became of them after delivery to
the Collecior’s seoretaryt &nd X might say, in explaining that
statoment, thay “The reoord doss not shovw what happened to
thaw®, %his: <That by the sworn testimony of the clerk from
that office, )3 was shown in the record of the Court of Claiws
%hat 1% was nojh the ocustom of the Oolleotor in Hartford,
Conneeiiout, o accompany th: tranamission of a waiver to
dnohingion with apy letisr of Yreusmitial, That 48 the aworm
testimony, and that ie why there was no reocord of 1%, in
HRertfozd, ‘ |

How, afier admitting that the walvers ere aotually de-
livered %o tho Colivcter of internal Revenue in Hartford, they
preceed B0 deny relief, on this ground, They says

*oollactors of Internal Revenue have no duty to perform

with referencse Yo walvers, und they are not authorized by the

MG AR A



11
statute or regulations to reoceive and file waivers for ths Com-
migsioner, The delivery of a waiver to the office of a Colleot~
ox of Xnternal Revenue 18 therefore not a filing of the walver,
within the mesning of the statute under oconsiderstion.*

How, what the Court of Claims held there was that the
Colleotor of Internal Revenue in Hartford was not an agent of
the United 8tates Govermment, and that is the sole reason why
they denied relief, From my nxperience, I do not know of any
gimilsr onss where it oould he claimed that & person who is re-
ceiving his salary from a principal, who spends his entire time
for thet prinocipal, i8 not that principal’s agent. That is the
theory that the Sourt of Olaims went on, and, af¥er admittiag,
as a matter of faot, the waivers had been delivered to Harsforl,
to the agent of the United 3tatea Government, the Court of
OClaims denies relisf, becauae they say the Collector of Internmal
Revenus at Hartford is not & United Btatse agend,

Senator George: That is, at least for the purpose of ao-
oepting the waivers? ,

Mr, Gallagher: Yes, sir, ne‘might oonsider the Post
0ffioce, by analogy. The rost Ofiice is the agenoy oY the
United States Government. It can be the agent of a person
mailing a letter, too, but it is ocertainly an agent of the
United States Govermmens.

Yow, in that connsction, I want to stress this poinsg,

that right there is where the difference lies between this
) .y



oase and other ocases that you might have heard about and oon
sidered in the past. Here is not Just a question or a ocase
vhere we are asking that the statute of limitations be waived
because we slept on our rights, or beomuse we were guilty of
laches,

Here the Court of Olaims went off on the highly teohniocal
poin¥, and, to my wind, the untenable theory, that the Colleot-
or of Internal Revenue at Hartford is not a United States
agent,

fienator George: 1l thers anything in the resord indicat-
ing what the Golleotor at Hartford had %o say about 1ty Jas
there any statement from the Collector at Hartforad?

¥r. Gallagher: Regarding his capacity?

3enator Jeorges Regarding the reoelpt of the waivers by
him,

¥r., Gallagher: No, The only testimony on that point,
Senator George, is that it was not the custom == that they had

no record, and that they had no record because it was not the

ouston to write letters of transmittal with waivers, whioh
bore the number of the oase on their face, In other woxds,
they simply received these wiivers, and if they bore the number ?
of the case on their facs, they 8%i¢k them in an snvelope and
transwit them to wnnhingfou, and the number makes it sure that

1t will get to the Tight file in Washington,

S8enator George: The rooord discloses Qg~1udanendoat re~



collection or definite siatemsnt from the Oolleosor on that
point?

Mr. Gallagher: It doee not, Senator, but, ooming back to
that pointy the essential difference betwsen this oase end
other oases is that in this oase the matter has gone off on
the technical point of whether or not the Oolleotor of Internal
Revenue at Hartford is a United States agent,

FNow, I have praotioally finished, I just want %o oiy, in
aupport of our argument, that even as a matier of law, the
vaivers wera aotually on file with the Bureau in time to told
the statute, 1 would like to make thege one or two poinss:
Firat, by the aworn testimony, it was shown in the Oourt of
Claime that the vioce president of the tagpayexr signed the
wedvers; that the gecretary of the vioce president personally
delivezed the walvers to the Oolleotor of Internal Revenus in
Hartforxd,

38, It was testified Ly an agent of the Bureau, in the
local office, that it was not the oustom to accompany the
transmission of waivers with letters of transmittal,

3. It was found by agents of the taxpayer that the files
of the Bureau contained papers indicating, by notations on
thelir face, that the waivers had peeﬁ received, For oxaupio,
the atatement in the files, drawn up by the agent, aftsr
examination of the taxpayer®s books, =~ that 18, the ttaton.‘t

that wes made out as a result of the exanination of the sax-
— .

-

TEm s T L T DL



14

payer's books, and subsequent to the time that the amended re- -

turns were filed, That statement bears this notation: *Mx,

Reed", who waa & teohnical adviser to the Qommissionsr of In-

ternal Revenue at that tims, "said O, K, to oclose*, and lafkld %

with the initiale B, G, T, |
In other words, this statement was approved, long after

the period would have run if it were not for these waivers,

and if it were not for the fact that the waivers were received,

Furthermore, the amsnded returne bore the pin marks on
Them, and it is the testimony of the agent of the Oommissioner
of Internal Revenue that nothing except a waiver would have
been pinned to this partioular dooument, as a matter of
custom, |

4, I would like to etrass, again, that there is nothing
unusual about this case, I mean by that that there is nothing
unusual about the losing of a wailver, hecause, in this same
proceeding, on December 9, 1934 «- that is, the first waiver
"that the taxpayer signed, at the request of the Government «- ﬂ

that waiver was lost, as well, When we went t0 investigase

this matter, as a result of the disagreement regarding the
propriety of the olaim, we looked for the waivor, 02 requested
the waiver, and the Bureau of Internal Revenue said, "Why, you
didn't file that waiver, We haven't got i%.' And we went |
down to the Bureau, or iaprecontattvol of the taxpayer ant'

down %o the Bureau, and asked permission tq\:faroh in the

~
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files, and we searched the files, and we found the waiver, I$

had beent misplaced -~ & waiver in the assms oase,

"\\
“a

And 1t 1w interesting to note that one of the things shas

the Buresu relied on in the Cours of Claims is that on white
oards that they waintain, to record the receipt of waivers om,
and also to ohart the progrese of the waiver through the

Bureau, they allege that the white oard that should have oovcrn‘_:

our waiver, the waiver under discussion here, bore no motations
or no writing at all, 80 then we asked to sse the oard thet

would bear the record of the first waiver, the one that ey

said had been lost, and that we later found; and when they

brought that osrd in, thers was no notation on that card,

either; and this waiver ia in the same proceeding as we have
under oonsideration here; so thet there is nothing very extra~
ordinary or unusual sbout the losing of a waiver, Another

walver had been lost in the sams proceeding, and we were luocky
enough to find 1t,

. . ‘rusﬁ
Senator Waloott: Now, right as that poins, Mr. Ohairsam, "

may I ask Mr, Gallagher, just in order %o olarify the record,
what you mean by & "waiver"? A waiver of whas, and why She

loss of a waiver or the mislaying of a waiver is 8o imporsant

in this case,

i

Er, Gallagher; Yes, I think I should have done that be- -

Al

fore, Senator,

Senator Georget The first waiver you offersd was within |
~— ,
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the five-year period?

Senator Walocott: Yes,

Senator George: As to all thess taxes, as I understand,

Mr, Gallagher: Yes.

Benator George: And within the statute. The statute had
not run when that walver was made?

MNr, Gallaghex: No,

Senator George: And there is no dispute that that walver
wae aotually made?

Mx, Gallashars. Ho, 8irx,

Benstor George: And then, within the period that the
atatute wes lengthened, anothax\waivor was made, as the tax-
paysr contends?

Mz, Gallaghex: Yes, sir,

Cenntor George: And there is the lost waiver, and thas
48 the point of the controveray? |

¥r. Gallagher: Yes, gir; and the CUourt of Olaims found
that that waiver had motually been delivered to Hartford,

Sﬁnator George: Fow, 1if the second waiver was filed and
was delivered, and became & part of the recoxd, then the pro-
ceedinge neceseary to the relief of the taxpayer were had ,
within the lifetime or within the extena%on of that poriod,
that rooulted? | E !f o ‘f o

Mr, Gallaghexs !That is adwitted by all parties.

Senator George: That ia.

S
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My, Gallaghex: Yes, eir,

895&%0: Geoxge: They were commenced within that time?
All right,

Mr. Gallagher:t Yes, siz.

Senator Georgs: But the taxpayer finally suffered an ad~
vorse decision in ths Court of Olaims? |

¥r., Gallagher: Yes, sirx,
Senator George: Beoause it was held that the Gollector

at Hartford, Connectiout, was not an offiver of the United
Btates?

Mr, Gallagher: That is right, Senatozr George,

Sanator George: At least, with the authority and power %o
so0ept This waiver and transmit i%7

Mr, Gallaghex: That 1s right, Benator,

Senator Walcott: Now, will you insers, for the lay mind,
in the record, Just what this waiver would bave accomplished,
in the extension of the time?

Mr, Gallagher: Yes, aixr., As you all know, these inocome
jax returns are very voluminous, sometimes, and highly technio-
8l, and there 18 oftentimes disagreement regarding the exaot
amount of taxes due, so that 1% often happens that adjustments
are nacessary, extending over s period of three or four orx
five years; and when those adjustments are being considered
and'negotiaticnl are being ocarried on, when it appears tﬁut $he

negotiations might extend beyond the perzoqut}lovod by the



statute of limitations, the Government, or the taxpayer, re-
quests the signing of a waiver ~- usually the Government, The
Government usually comes %0 the taxpayer and requests the tax-
payer to sign a waiver, extending the applioation of the
statute of limitations, and that is what was dons here,

Senator Walooits Yes, or it might be reversed; the tax~
payer might request it of the Government?

Mr. Gallsgher: Yes, Senator, «

Senstor Walocotts And then; in %hat case, the Government
would issue & waiver?

Mr. Gallagher: Yes, that is right,

Senator Walootds I think that clears the point. Thank
you, k¥r, Chalirman,

¥r. Gallaghes: Now, in olosing, I simply want to say
that, up until the time that the oclaim was turned down adverse-
ly by the Commissioner of Internsl Revenue, the matter had al-
ways basn trealted as an aoctive olaim, The file was an active
file, the ocass was held open,

ATtez the amended returns had been filed, in March, 198?,'
whioh would have heen after the period, were it not for the
walvers, they sent out theilr agents to exemine our books,.

They examined the books at great length, prepared detailed
statements, entered into-an agreement with the taxpayer re-
garding the propriety of the olaim, and making definite the

amount of the olaim, by agreement,

L



19

All those things were done after the statute would have
run, were it not for these waivers, and we had no intimasion
that vhey ware going on the theory or that anyone would urzov
at a later date that the wnivers bad not been received until
the Uommissioner of Internal Revenue ruled against us, not be-
cause the sum was not due, but becauss he said that it was
barred by the statute,

Fow, the only explanation we have, the only explanation
we oan think of, is that the waivers were received; they were
made & pact of the file; that they were subsequently lost, and
when the Commissioner of Internal Revenue, at the end of the
whole thing, came to pass upon the mmtter, the waivers were
not there, He oould not allow the oclaim unless the waivers
wers there, and he had Vo Tuie that the olaim was barred by
the statute of limitations,

Now, that 18 all thero is to it.

Genatoxr Byrd: DNo you think Mr. Ballantine had all of thnt
information when he gave this letter?

Mr. Gallagher: I do not think he ocould have, Senatozr, I
do not see how he could have ruled that way, if he had,

Benator Waloott: Is that the letter of May 5, 1933?

Senator Byxrds Yes.
Mr. Gallagher: IXf I might say a word regarding that re-
port, his great fear seems to be that if the olaim presented

here 1is allowed, 1% will opan the door to a lot of similay
\“ ]




clajms,

Wow, that is not true st all, because this is  very
peculiar oase, in that 1% has been admitted that the waivers
were raceived within the proper period, but thas they were not
receivsd as a matter of law,

That 18 the best way I ocan cey 1%; or that they were not
properly received,

Senator Byrd: Would it not be a good idea to resubmit
this to the Department, together with your statement here?

Mz, Gallaghexs I think perhaps 1% would, Senator, yes,

Senator George: Did the taxpayer pursue his legal remedy
toafinal conoclusion?

Mz, Gallagher; Senator, as you usually find the oase,
vhat wo wero acksd, whem the matier firet arose, to come right
%¢ Congress and ses if we could not get somwe kind of relief,
but we realiusd that that was not the proper way to handle 1it,
We realiged that 1t was a matter that the judioial tribunal
should pass upon, 8o that we insisted on going through the
Oouzt of Claims with 1%,

Senator Byrd: And they rejected 1%, on the same grounds
that the Department had rejected 1% prior $o that?

Mr. Gallaghers Ho, Semator. The Department rejacted the
claim on the gréund that the statute had run, and that the
walvers had not bheen reoaiiad in time, and therefore the

statute barred the claim,
N
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51
The Gourt of Jlaimp held that the walvers wers recsived, E
and, if they had baen reoeived by the proper party, the olaim
would have to be mllowed, but that, basosuse they were not re~
ceived by %he proper party, %he olsim would have to be Adige

allowed,
wan

denntor Byrd: I%/received vy tha Culleotor, in Conneoti~
out, i think you sald?

Mr, Gallaghoxs Yen.

éenatcr Ayxds  Who do thoy nonteud was the proper party?
Tho Cemmissionar, here? .

Hz. Oallaghox: The Gommissioner of Intexnal Hsvenus, in
#¥ashington, and Shay clnimed that the Colleoctor in Hartford
wasn not the proper party, because hs was nct an ageat of the
inlted Statecs Goverument,

denator Walooib: There 48 ona ciher peint, and only one
aibar polmd, ¢o Zar ss 1 oam mss from %he resord,in which the
Govoronent makes any olaim, and that is ¢this, contained in the
last paragraph of the Ballantine rapcrt of Nay 5, 1933:

€1t no% infrequently happsns that a taxpayer finds himntlf” f
barrsd by the opsration of the statude of limitations from | |
acouring s refund of an mmount of tax paid in exoess of what
I R .

{m thie particulnr oase you oclaim that the operation ot.

the ata¥nts of limitations had not zum its full courss, because

of the walver, whioh was apparently wislaidy

N




Mz, Gallagher: That is 1%, exaotly,

'Benator walootts However, he goes on to say:

*In such oases the taxpayer often feels that he is en~
titlsd to get haok the amount overpaid notwithstanding that the
atatute of limitations has run, and hilla are often introduced
into Congrass sagking such ralief. Tho ground for relief
aoserted in such osses is always that the amount of tax was 4in
faot overpasid and that it 418 unjust for the Government to re=-
tain the monay., The considered answer of this Department has
invariably been tbat to grant relief in such ocases would be
contxary to the polioy of the statute of Limitations and would
opan thn door to relief in all onsss whsre “he sgiatute operxs
ated Yo the prejudion of 2 particular yanpayar, while leaving
the deor closged to the GCovernment in those ouagea in whioh th;
2unsute operatad Lo the dipadvaniage of the GCoverpment in a
pharshouniar oasg, !

fag A7 youwr oonbenstion is trus thet azgument cumpletely
Yolis downi

Mx, Galilsghess Avbsolutely, Senator, It is not applio-
ahlo. ‘

dunzioex Walooti: Peocause 1t ia not applicable, because
the stadtute. of limisations did not take effa0% on acoount of
the walversy

Mr. Callaghex: That 48 1%, szmotly,

Senador Valeotis wWhioh makes the entirs argument rest

S
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upon the one poin%, the walver?

Senator Gsorge: TYes, You put in $he record, there, the
oitation to the Couxrt of Olaims deoision, did you?

Mr, Callaghsz: 1 did, Senator, yes, air,

Senator Gaorges You did? That 48 8ll right,

Mr. Gallaghsrs 1 have here, and wi b %o file with the
Committes, the findings of fzot of the Commissioner in the

Court of Claims, The findinges that the Commissioner made,

ORIt

after oconsidexing 211 %he evidence, I would like to file,
Senatoyr Geoxrie; You wlah to put that in the rescord?
Mr, Geilaghwxa If there i8 no objeotion,
Senater Georges Yea, sly, You may put 4% in the recoxd,
Qourt of Olailwn of the Upited Btates !
Bo. %83 |
{®iled APR & LOIL)
24.&.?1‘1‘33’OR&=C€: SENGEE IT RRIAT QOVPANY v, THA UHAITED SYATES
AEPORT OF QUANMISIIONER
1o tho honorable the CHIKF JUQTICE AND ASQOUIATH JUDGER OF TRHE
GOURY OF OLAIHS OF THE UNITED STATES:

Pursuant to the order of refsrence in the above-entitled

oause, the parties laving elosed proof, your commissioner re-
ports the faote as follows:

‘1, Plaintif?, tho Hartford-Connactiout Trust Cowpany, 4e
e serporation oxganized and existing under the banking laws of

the $tete of Conneotiout, having i%s prineipal place of busi-

S—
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Kern

ness in Hartford, Conneotiout. By an aot of the General
Asssmbly of Oonneotiout the Hartford Trust Company and the
Connecticut Trust and Safe Depoeit Company were oonsolidated,
and the plaintirf, as Lts successor, was authorized to assume
211 1iabilities and teke poseession of all the assets of sald
companiog.

2, %The sald Hartford Trust Company was a banking oor-
poration chartered by the Genoral Avsembly of Connectiout hav-
ing its prinoipal placs of business in Hartford in sald State,
The Conneotiout Trust snd Safe Deposit Company was llkewise

charteored by the Joneral Assembly of Conneotlcut aﬁd hae ius

prinoipsl plece of business in Hartford.

3. %he Wartford Traeh Compaxy and theCopneotvisub Trusd
¢ and Gofe Dupeallt Company $iled ceparate lnoome tax returns
ror She firszt hal? of the yesr 1018, ending July 1oth, Flilhe
VLET on Moy 14, LRS0, after consolidation, filed its ‘atum
govoring the poriod from July ¥0, 1019, to December 31,

1019, and paid {9,898.13 as taxes therson as follows:
42,478,708 on May 14, 1980, $8,475.78 on June 18, 1920, §8,-
473,78 on T-uell, 1080, and $8,475.79 on December 18, 1920.

| 4, On or about Maroh 18, 1021, plaintiff filed Ats
$ax roturn for the year ended Desember 31, 1020, and pald
$04,715.11 taxes tﬁ;reon a8 followe: $16,178.78 on Mareh
16, 1831, £16,178.78 on July 1, 1681, {18, 178,78 on Septen-

ber 18, 1921, and $16,178.77 on Dsoember 1B, 1021,
|
] . Co
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5, In October, 1624, an additional tax was assessed
against plalntiff for the year 1010 in the sum of §1,580.27,
of whioh #1,274.87 was pald by it in cash on Novembexr 13,
1924, and 930,20 wan abated by the sommissioner on February
28, 2.620. On Ootobor &, 1087, the commissloner refunded to
platutdi? the sald aum of §1,874.97. An additional tex wasz
also segnpesd againet plalntiff for 1690 amountlng to $2,860~
30, #2,248,00 of whioh plaintlff paid on No vember 13, 1984,
417,86 waa ababed by the oommissicasr on February 28, 1020,
and Yha seld sum of §2,248.00 wae refunded to plaintiff on
Novombex 14, 19237,

8, on Novembey 22, 1024, the Burcau of Internal
Tevmaue addrsassdl the folloving Lebt * %0 plaintiIf:

Ran endil of your Ancoms-bas rotur. for the pariod
Coamusry 1obe July 18, 1819, in oconnuctlon with on examlnstim
et yowr vooks of account and reo&k&n, dlisoloses & deficlancy
an Sax amounting wo @3,831093, ae shown Lp the attashed state-
ment, "

The statensnt attached thereto reads us follows:

"Fanusry L to July 19, 1019, -~ Deficlency in ta:,
62,801.23, ;

Mpnis addltionsl tax results from the adjustments
shown in the rovsnue agent's reports dabed August 20 and Octo-
bar 15, 1084

"¢ your protsst against the deterulnation of the de-




fi0ienoy, the burssn desires to proosed in the regular manner
to the oonsideration of any information submitted by you. How. i
ever, the atatutory period within which the commissioner may |
seseas additional baxes for the year 1019 will expire presently,
and in order to avoid the necessity of meking sn assessment 1
prior to such consideration, 11 1s requested that you sign )
and return tothiz office the encloged form of waiver,®

7. On December 9, 1924, plalntiff executed a waiver

covering the salendar year 1910, which it filed with the Gome

miasioner of Internal Revenue, extenting the periad of assess-
ment for one yeay sfter the gxpiration of tvhe statutory per-
103, or wntil Eay 14, 16268,

g, Opn Joumery 18, 1926, & lotter was wrilton by the
ufPics of the Courissioner of Internal Revenus %0 the plaintiff
adviping that ap eyaminsbion of ite books and records for the
peried of Jeauary 1 Yo July 18, 1919, had disclosed a defiolency
of i7,821.£0, on chown in the eftzohed gtatement, whlch letter
48 hove guobeds

¥rhe dobermdnation of your inocme-%ax 1iability for the ;f%
period Japusry 1 %0 July 1@, 1818, pursiast %0 an examination
of vour kooks 0f accsunt and resurds, as 23t forth in office
Toshur dabed Novamber 28, 1004, Alsclosed a dsflocleney in btax
smounbing o $7,08L.00 as shown in tae shtached statement.

1 accordance With the provisions of seotion 274 of

the revanus azoh of 1924, you are allowed 40 dnys from the date

~—.



of this letter within which to file an appeal to the Board &t
Tax Appeals contesting 1n‘whalo or in part the oorrectness of :
this determination. ”

"Where s taxpayer has been given an opportunity to appeal
to the Board of Tax Appeals and has not done 80 within the 80
days pressribed and an assessmend hus bsen made, or whers a
taxpayer has appealed and an assessmont An accordanoce with the
final declsion on such appeal has haen made, no elaim in abate-
ment An respaut of sny part of the deficlency will be enter-
tained, .

"YIr you acquissne Ain this deteramination and do not de-
cirs to £11s an appeal, you ave raquested %o slgn the enclosed
agroemznt coasonting to the assessment of the deficienoy and
forward it 40 the Commissioner of (ntérnal Revenue, Washington,
D, ¢,, for the attsatdon of ITs Oa-Bllh-6. In %“he event that
you acqukesos in e part of the determination, the agreement
phould be exzoubed with resscet 90 the items agred to."

To this lstter was attaohed an zg:i'sement, known zs Form
S, as followes

"The undereigned taxpayexr hereby walves the right of
appeal under section 274 (a) of the reveaue act of 1924 with
respoot to the items listed below and oonsents to the immedi-
ste assessmont of the deficlency in tax resulting thereform,

These items are inoluded in a defiolenoy in Vax aggregating

£7,091.50 as \ndlcated by letter from the Commissioner of In-



PIOURUE.

ternal Revenue, Washington, P.0., dated Jan. 18, 1925, bearirg
the syubols IT:CA-2115-6, or as indiosted in the report of tko

Revenue Agent in Charge at _ dated of

8a1d letter also had attached therato the statement
referred to above, as follows!

";n rei Hartford-Connectiout Trust Co., Bucoessors
to Hartfo&d Trued 0o., 760 Main Strest, Hartford, Connsctiocut,

"Defiocsency in tux

*Jenuary 1 to July 16, 1910, {7,081.80,

"The overassesament of &léloﬁg, reconmended by the
revenue agent in his sport datsd Oovober 1.6, 1024, has been

ohangsed to an edditionsl tax of §7,@91.860 dus to the follow-

ing adjustmentses »?
et taxable income reported by 826nY chrov.ivenooo $108,774.34
“No Changa.®

favestod eepital reported bY 888t cocesvaoceseo 1,384,000.00

Lanss
1913 10 1917 overassessments .......3467,67
Amount shomn by 8gent ccocccooncoe 1,804,00
: ) .
1,8085,171.08
Lases

Inadmiesiblee provated by sgent ..18,800,66

Inadmisgibles prorated by offlce
beling overassessmant in prior year as nﬁmisa&blo asaots

] . » ! Rt Cawy L Lk,




@

}0.801,48 o
. 08

Adjusted invested 0apital ..eieeiosoerss 1,880,170,83
Invested capital for 109/360 year ....vevereras  T30,415,.68

a% of m‘vg'tod oapztal O G EPO IOV EELOIEGOIPIDOOOIOLODOO aao‘ssﬂ“
cxemption 199/360 of §3,000.00 cvvervirsriiries 3,008,338

Lxoess profite oredit coviiievnivitocoae 8,49

Ixoess prﬂf’ytﬂ BOAY cosreecesrisescrersoacoseass 10.9“05’

Inoome bax ab 10F oeereverirririeieiiereonninne o 7,800,908
Tax BRESOOBEDLE oouerovsisorisococoorrsace 18,147.08
Previously asseesod ns shown by sgend 38,268,28
Previously asscasod as shown by returis ....... 10,226.08
NOLLcLlency A8 %8K ccocrevvorrrecnsvanos 7,981,080
?If you protest against the dotermination of the defio-
jenoy, the bursau desires to prooceed in the regular manner to
tho oonglderations ﬁf any tnformaticn submitied by you. How-
pvor, the chatutory perlod within which the commisslonor may
a@sass additional taxes for the year 1919 will expire prnnont-;
1y, and An order to aveid the nwoespidy of mskihg an assess-
men® prior e sucl: oonsideration, it is requested that you
sisn and return 40 thiz offise the enclosed form of walver.®
Plaintif? veplied on Januvary 13%h as r?llow-:
vis are in receipt of letter duted January 12, 1928,

signed D, H, Bladr, Comuiusioner, by J. G. Bright, deputy ocu-‘

i

N,

“




missioner, in whioh you send to us oertvain aarcamnnti oonsent=
ing 10 assessment of defioieny and also statement in whioh
you state that the defiolenoy ln tax was $7,921,80 for the
perdod Janusry 1 to July 19, 1016, You also ota@o that At
we oongent to the extension of time for examination by your
depertment that we should sign and return the inclosed walver.
We note that thers is no form of walver sscompanylng the let-
ter, bub in a aimilar lettexr received from your departument |
dated Novemt.r 8£, 164, there was 2 form of walver which was
duly signed and returned to your department on December @,
1924, egresing to the extension of tima. Therafore, we a0
not understend why we should receive a seoond lestter.

"T¢ possidble, will you kindly inform ue if there is
anything else thei you wish to do in relation to the matter.®

9., On Bentembor 8, 1925, walvers for 1619, 1920, and
1021 were oxecuhed by plainiiff'a vices presldent, and the lat-
ter's vecreary, porsonally delivered tham %0 the seorstary of
the colleotor of intornsl revenue in Hartford, Connectiout,
at his office. It was the praotice of that office when wal-
vorsc were dsliverad to it, if they contained the numerals
dssignating the cass, to pub the waivers 1in an envelope, place
the numerals theraon and forward them by wail to the Commis-
stoner of Internal Revenue without a lebter of tranemittal;
but Lf the walvers 4id not contaln sgid numerals, they were

forwarded with a letteor of transmitéal.




®

Yon fobo of nsiiing of satd notlse uf Aeficlency and the date

faldl weivers read as followst

Saeptember 8, 1088,
ERCONE AND FROPTTE-TAR WAIVER FOR TALABLE YRARS LNDED FRIOR
TO JANUARY 1, LOBS

AT paviavanso of tYhe provisions of exlsting internal

o3
L

revenie lawa she W rtford;Connectiout Trust Gompany, & taxpaysy
of Hawhfori, Liowaty of Hartford, Oonnectlout, and thes Commis~

shoner of Inbernal Reveanre hereby waive the time presoribed

hy LAY £or makipg any adsossment of the amoun®h of inoome, ex-
aoag-preflsy, or war-profite texes due undec any return wade
by 6¥ on boband ©f sadd Laxpayer oo ihe year {or years) Daun-
par 8L, L0, ander onleblag revenws soke, oF wader prior revenw
wo anbi. ' 33

nia wodver of the bime fov wakiag s assesstient as

By

PPopsasid ahalld pseadn 49 effeot unlil Doosmber 31, 10R6, and
sRall e arolis sxoepd had AT 4 aotleoc of a deflciensy in

haz L9 sunh b gadld baxpaysy by regishersd riall before said

date and (1) no appeal is filed thersfrom with the United
dhatosn, Foard of Tax Appoals thon sald date ehall ‘be oxtw

pigsy deya, eo §2) A% any appeal is filed with eald board

R
viaen seid dabe sanll be oxtended vy Hhe number of days between

oi Thasl Guelstun oFf sadd board,

BEST AVAILABLE COPY



partment letter dated November £8, 1934,"
"Geptember 8, 190886,

"INCOME AND PROFITS TAX WAIVER FOR TAXABLE YEARS ENDED PRIOR 170
TANUARY 1, 1988

fIn pruieusnos 02 the provislons of existing internal »
vevenue lawg ©. o Hartford-Connestiout VTrust Company, a tgquygﬁ’i

of Hartford, County &7 Hartford, (onnevotiout, and the Commig-

slonay of Internel Nevenua hereby walve the time presoribed by .

law for making any assessment of the amount of inoome, excess

profite, of @ gay-profits vexes due under any return made by

ar wm beaal? of sald vaxpayer ror the yaar (or years) ended

Senomper 31, (980, snd Degember 31, 1921, under existing rnvenuié

20t k, o walor pyior raveauns nets. :
eade walver of tho time for making sny assessment as

aFaragelal ol remsin dn effeot wntil Recembesr 31, 1688, and

siadd bhon zspdee, oxwgph that 1f a nokios of a defioieney in

Sak Ln osonh L0 2wid wasinayer by regletered mall before satd dato

and §3) ne sppoal 48 Ziled therefrom with the United States

noard «f Slax Apyaalm thep sald date shall be extended sixty |
Sapey sv 12)  Lf an appeal in Piled with ssid board then sald
tabe phall bo sxvanded by ths number of days between the date
of malling of said nohliev of defiolency and the date of final

deciclon by pelid board."

1. FollowAng dhe aotion of the commissioner in nakgpg‘;




1980, pladntiff'es acoountant msde an sudit of Lts books and
aoocunts, This audlt revealed that plaintlff had been treating f
digoounts as earned inoome before they were earned, and had f
overpald ita taxep FTor some years andunderpald them for otﬁbro, |
ald nooountent advised a change 4n Ats syeten nheroby‘dto-
counbu would e placed on an acorual basis. He thea aaalultod‘Hﬁ
with veprosentatives of the oviamlasioner in Vaohington, and as

a ropelt plaintiff filed emended reburns for 1910, 1620, and
1021, which wurce sosepted by the comminssioner in Maroh, 1987,

. Hadd amended veturng for 16818, 1920, and 102) were
£2hod by visinddis en ox gbont Mavoh 15, 1927, to whioh were )
ahbonbed alalne fer redwnd of Lte APLE and 1PR0 taxes, amountingi‘
e GAT 80458, whiobk elasme wepe vejeched by the commissioner. |
Fhapoaltey Jderaadmmb'a a8 agent Ln Wew Heven, Connectiout,
wan ALresbia O Palke, ol Ae.o o atandnation of pledntiffis
Davke . Tas fludians oF sald agesnt, whaloh were approved by

pladntdff on Vay 15, 1927, are as Followss

Yoars Additional Overassess-
DTTWLLNTURI NI S UTWRISIT S0l 0 5 Koo~ W, >t o w tgt‘ m

July 1€, 1919 %o Tecomber I, LPLB...c. soveveieess 611,008?88
LEBC +nvreeseennsnscoennnneacsnscisee sareseocrs  40,898,47
OB 0nrsnensrenierinnnecrniresnsecre B4,860,18 o.pareinns
IOBE (i e et s ccoa0csotanng Q28,88 .cevcveoes

1923 TR EEREE I B R A YA B I A A (A X EEEEXNK] 7.‘“&&’
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Additlional Overnssesew o
- - o mont e

§5,785.80 - $09,040,39

Hat QV@”&%“BEB“QQ% Gvesbn ODEEseD OO 53,35‘0"

L R T s e B st B e

This Tapoxt was transmlbted te plaintiff by sald agent
op dune 4, AORY,  m July 18, 1937, the oomulssioner wrote

plalnts#T s relerence bo this reporl, in whioh he stated that

B

s A4 anliosunss Whersin was due to the faoh that plaintiff's
aherrn Yo lundd kadl besn £hled afber tke statute of 1tmitati@qf
ad wonioel,  StelntdAtf's accounbant then visited the Bureau &
G nbeinld taverasg ab tnakinghon Tor the purposs of making |
aoaseron ten by wahvers FAled by plalntdlf for the years 1910;3
LOBY, sl eite A opssial acarebar Lo that bureau located i
She volros v W00, flied on Docewber €, 1624, but the wa&viv
Pom RECD - o0 L0EL o A% found on £ile bhere.

S ohe susbhor An bhke bureau previous vo 1028, when
¢ owolTer uns peonkved, b6 abtaph AL w0 the taxpayer's return,

stemsing on the rotura recelp® of the walver. leter the rulo'tji

shaased sad the movements of the retvra were astemped on a whi
vrod, Wwiioh ovas cebadaed i the file, and bhe walver was thon"f
pent me o bhe orepsr disbricet ile. viien thle latter system was
adogted walyure sbioh were piovioudly attsched to returns voro 
note Slaburbed, No resord was found Ln the buresu, eiiher on
the pebucns op eipds, of tho £Lling by plaintiff of walvers

e e “w, o e ’0%1; :

Al



W Ty

12, Should the plaintiff be entitled to recever, it

should racedve §41,014.80.
Jespeottully submitted,
JOHN A, BLMNORE, Commiseioner.
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fis ‘ A $6
" Reed

Benator Goorges Iz 4% the wieh of the members of the Bub=
'l' ocmnitiee thad thisx maiher be re~reforred to the Treasury De~-

aepdrant, bogethew oith the statement subtmitted in behalf of

B bupeden, 00 iwat she Jommitios may ba furnished with an 1
Ot iioned sbaterony of wbe Trogouxy Depariment? I believe ;

DUvaLues DR whla hen sugsastlon,
fonator Velensis  Yos,
Songser Freds K oshinik that would ke a good ides,
Gemaaor Sodaends X e ned sure whether that vote ought
ok o Tr daker, #r: CGlantiapng 1n'mxnnut$VQ fession, What do
you Fhiny?
‘ genssoy Gaorgad Tam, I think se,
Samates Uelorisd o Go ghed, AT the sounssl has finished
sroonhotsannh e
Solodellemetions Yoo

” d

Lemyer taboaded e own mighh remsin in exeoutive session,

bt 4
-
(%3

Idas s, Lovavs Tindshed, excapt e thamk you ever
oo wunh Lo your atbsntion,

soator Waloett:  Hr, (allagher, you had no other sugges-

Yion, hald you, oot thie, that you are appealing to us, as &
‘ Sehromalita ol tha Fieenos Gomuittes, o ngain refer this
Lok Gv tha Depesisentt
e, Luddagierz 4 Go 9% make that renquest, Senator, no,
€ir, X the Oommities Teels that 1t would be helpful to tho;
\\ A b hwwe erethor rogort from the Tremsuzy, of course, that is

S,

“




gowmething about which I heve nothing to say.
Sonator Byzds Bud you mes no objeotion to that?

Mr, OQallggher: % sow no objsotion to it, no, eir. JE

. Yomekor Vimloobt: Bub ie there enything elase to do? An " ‘é
Aot of Gonpress, ovazrwling the Dopartuent, 4» the only é

ntterustive, tentt 4e% fé

e, Geiluphes: Ve, alr, ,%

Senabor Weioebti  Thas 4e the only ulternstivet And donf's é

yon Bhink that would Le rather an unusual ooursef .

%r, Gmllaghers Well, I have seen go muoh controver 3y, im
raoend woaths, batween Departwents of the Government and the
Sapgreed Lhneld, regarding the propriety of varstalin meunsures,

Iogonty think the oninion of & Leparxtment 1s controlling,

by e
"' SR

iy wexe, ox that iV ever bas been.

in this partioulex omse, though, 1% osr-

S « ST R
SRATLROE ARG

ety ghould b poewelerred, tecause you brought out things

2t ot 3ll in the report that we have be-

e - e P
IRPRCR RS LW {"f'.}-t‘

PN €
R O S S Y

TonLlor Waleottds It dees not seer to me that the report

of g, herllantine oovera this partioular case at all,

iwe allaghers Y think 1t would be very wise, from the

PV Ay

gynndpoint of the Commitioe, to obtain & further ruling from

“he Tressury Denprtment,

Zsmutor CGeorgs: Well, we thank you vexry muoh, Mr.

allagher,



My, Onllagher: Thank you, aonutorca‘

Sanator George: Banatbr. thexs is nothing alse, I suppose,

that you wantasd to put into the reocord?

Benator Waloott: Wo, 1 think not. \
(Theseupon the Subcommitise went into executive session,)

CYXYTIT I LY L
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