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TAX EVASION AND AVOIDANCE

F RDAY, JULY 9, 1987

JOINT COMMITTEE ON TAX EVASION AND AVOIDANCE
Washinglon, ). C.

The joint committee met in the hearig room of the Committee on
Ways and Means in the New House Office Building, at 9:35 a. in.,
Hon. Robert L. Doughton presiding.

The CHAIRMAN. The comnttee will be in order. Pursuant to a
special order agreed to yesterday by the committee, Representative
Htamilton Fish of New York will be heard for 30 minutes. If he is
present and if it is agreeable to the committee, if there is nothing else
to consider beforehand, 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.

Mr. TREADWAY. I suggest the clerk be requested to telephone his
office.

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

Mr. TREADWAY. Yes, sir.
(The chairman was advised that Mr. Fish was on his way to the

committee room.)
The CHAIRMAN. The Chair has previously stated and will restate it,

that the special order for this morning, as agreed to yesterday by the
committee, is that Representative Hamilton Fish of New York would
be heard for 30 minutes. Mr. Fish, are you ready to proceed?

Mr. FISH. Yes, Mr. Chairman.

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

Mr. Chairman and members of the committee, I want to thank
you for this opportunity to appear before you and present testhnony
in substantiation of certain statements that I have made on the floor
of the House and elsewhere. In writing yesterday, 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 the press, one
paragraph was omitted which put me in somewhat of an embarrassing
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 effect that I had no
intention of making any charges against the President or asking for
his income-tax returns, beyond placing before the committee a state-
ment made by the President himself few years ago, in which he
admits taking advantage of existing tax-avoidance loopholes. That
was the wording~ of the clause that was left out of the letter given to
the press by Mr. Treadway.
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TAX EVASION ANI) AVOIDANCE

I appear 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 investigation in order
to prevent evasion and 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 because
I am here and possibly will say a few words'to the effect that I be-
lieve that certain lteltillicans, Republican contributors and foes of
the New Deal have been singled out to make a Roman holiday, that
I am here to protect them or to favor the evasion or avoidance gen.
rally of payment of income taxes through existing loopholes. As a
matter of fact I perhaps go further than any member of this com-
mittee, with the exception possibly of the Senator from Wisconsin,
because I am in favor of plugging all loopholes, I am in favor of doing
away with personal holdig companies, o)th foreign and domestic,
and'I am in favor of doing away completely with the issuance of tax-
exempt securities, the biggest loophole of them all, if it is a question
of trying to get the taxes from the rich, because that is the one that
can (lodge the taxes the easiest and do, in the largest sums of money.

To be more specific, I feel in the first instance there is no charge
against the committee, but largely against the administration and
against the Treasury Department that they have single out for re-
prisal and inquisition what nifty be termed, if you will, some economic
royalists, large Republican campaign contributors and anti-New Deal
contributors and foes of the administration.

I have gone over the list of about 80 names, and I find 40 of them
are largo contributors to the Republican party or against the New
Deal, and only two are Dlemocrats. One of them is it constituent of
mine by the name of Mr. Jacob Ruppert, who is no friend as far as
I know of the New Deal, but did contribute for reasons of his own.
The other gentleman is Mr. [-fenry L, Doherty, a utility magnate
who is one of the largest contributors -. jiist why I do not know.--to
the Democratic party. According to the figures given to nie yester-
day and so far checked up-there may be more--he contributed
$55,000. But I submiit and I think every member of the committee,
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. It is childish to try to make out a case that only Republicans
or only anti-Now Dealers are attempting to avoid taxes and that
Democrats are immune, that they are better, somehow, morally,
than Republicans. Well, I know and you know that Republicans
and Democrats alike are Americans anid they are the same kind of
people.

Unfortunately, due to no fault of your own, these names have been
presented to you by the administration and by the Treasury Depart-
ment, and it looks to me 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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TAX EVASION AND AVOIDANCE 331
this was being used through no fault of your own as an inquisition of
the foes of the New Deal.

I a(hnit that due to the restriction that you have placed upon 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
performances of Romeo and Juliet without Romeo. But I won't
quibble with this committee because I have been assured by the
chairman and the Re)ublican members that anything I 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 I an satisfied. I think the committee will agree that
thev 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-becuse 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 anticipate from
some members of the committee that they may not agree with my
views on this matter:

AGREEMENT

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

The undersigned Mrs. Fraiiklin I). Roosevelt hereby agrees to make a series of
10 broadcasts as arranged by the undersigned Myles F. Lasker, the first broadcast
to 1) on February 15, 1935,* Friday evening, at 8 to 8:15 p. m., from a place to be
mutually agreed upon. Each succeeding broadcast to F)o at the same time on
Friday evenings and the place of origination Is again to be mutually agreed upon.
The programs are to be o 15 minutes' duration, during which program the under-
signed Mrs. Franklin D. Roosevelt agrees to speak for a period of approximately
0 minutes on the topic of "Women of Today." The sponsor of these programs is
the Solbv (Arch Preserver) Shoo Co., of New York City N. Y. and Portsmouth,
Ohio. 'The advertising agency is H|enrl, Hurst & MacDonald, Inc of Chicago,
Ill. The broadcasts are to be over the facilities of the Columbia broadcasting
Co. They are to originate in either New York City, Washington, or Chicago, as
imutually agreed ll)on.

(2) In ease it Is necessary to step aside for a broadcast of national Importance
the undorsigned Mrs. Franklin 1). Itoosevelt agrees to do a broadcast on another
mutually agreeable date to take the place of the date thus given tip.

(3) It is further agreed that the undersigned Mrs. Franklin D. Roosevelt allow
the Selby Shoe Co. or representatives of Henri, Hurst & Macl)onald, Inc., their
advertising agents, to see the talks enough in advance to allow whatever sugges-
tions necessary.

(4) Tie undersigned Mrs. Franklin D. Roosevelt agrees that the undersigned
Meles F. Lasker shall have an option for an additional 3 broadcasts and a further
option for an additional 13 broadcasts upon the same terms and conditions hereof
and that the undersigned Myles F. Lasker shall have the right to renew this agree-
ment upon all the torns ald conditions hereof by giving the undersigned Mrs.
Franklin D. Roosevelt notice of exorcising option (a) for the additional 3 weeks
on or before March 22, 1935. In the event option (a) is exercised, the said Myles
F. Lasker will have the right to renew this agreement upon all terms and coldi-
tions hereof, for a further option of 13 weeks (b) such option to be exercised on
or before April 22, 1935.

(5) It is distinctly understood by and between the parties hereto that the said
Mrs. Franklin D. Roosevelt shall not and Is not to personally receive compensa.
tion other than the $1 legal consideration mentioned herein.

(0 ) Theo undersigned M yles F. Lasker hereby promises and agrees that imme-
diatel following eachi broadcast by the said Mrs. Franklin D. Roosevelt, as
described herein, he will mail to the American Friends Service Commnittee, 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 ROOSEVELT.
MYLES 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 Shoe Co in sufficient time to
make suggestions or changes and that the Selby Shoe Co. shall discuss such changes
with the said Mrs. Franklin D. Roosevelt.

It is further understood that the sponsor, the Selby Shoe Co., will cause to have
be announced either at the beginning of or at the close of each broadcast 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 broadcast from some
other point other than New York, Washington, or Chicago, half of the "line
charges", as submitted to the sponsor, the Selby Shoe Co., by the Columbia
Broadcasting System shall be deducted from the total of $3,000 to be sent
immediately after each broadcast to the American Friends Service 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. Roosevelt herself, and the other thousand dollars
was to go to Mr. Lasker as his commission, and $400 of that to Miss
Nancy Cook. I have copies here of the sums involved and a check
to Miss Nancy Cook for $400, photostatic copy..

I 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 degree 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 district
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 person ality
in this matter.

But the President of the United States issued a statement to the
Congress within the last month in which le 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 le 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 money
should go; she controlled that money. Therefore, it must be self-
evident even to the repeated rulings, no matter what kind of advice
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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 Iong 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 thoroughly, thoroughly agree with
her on the question of war and peace. I have a very high 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 identical 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 pay 50 to 60 percent
of their income taxes and only be allowed to deduct 15 percent for
charitable purposes?

As I understand the purpose of this committee, the one and solo
purpose is to plug the loopholes; and if one person whether it is the
President'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 the income of the
Government is concerned. It matters a great deal if that principle is
permitted to exist and that loophole is permitted to continue to exist.
It may mean the loss of hundreds of millions of dollars and undoubtedly.
will, without question of doubt. Just as soon as they find out how it
can be done, you can turn income from your stocks and bonds directly
over to charity. You can probably turn real estate over direct any.,
how ,if you can turn over your earned earnings front radio speeches or
syndicated lectures. As far as I am concerned I made myself pretty
clear long ago in Congress when I said I would like to see a law enacted,
and it was ruled out because it was not germane to the effect that no
public official or immediate member of his family shall be permitted
to speak over the radio for profit or for money. I would like to see
that law put into effect, regardless of whether they are Republicans or
Democrats.

I want to make clear that as far as Mrs. Roosevelt is concerned, that
I not only have the highest regard for her, but I commend her for
giving to charity. But at the same time I point this out to your com-
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
earnings direct over to charity without payment of income taxes.
If you do, first you will fail to plug the loopholes and you will lose
hundreds of milhons 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 recent decisions and
rulings by the Treasury Department, the income-tax bill on this very
important matter-but the prime thing is that this is money that is
earned and that it is directed and Mrs. Roosevelt still controls the
direction of where it goes and any subterfuge to the contrary does not
change the issue one iota, nor does it lessen the high regard of any
individual for the desire of Mrs. Roosevelt to give it all to charity.
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Now, we come to the question 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 lis 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, I 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, and
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.

I have already spoken about the Photo-Mat Corporation, but dis-
c named 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-
cans 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 recent date and everybody back home knows that all classes and
all kinds of people have been using these loopholes. And whose fault
is it? 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 my recent statements in the Congressional Record of June 28 I
referred of course to that matter which I am precluded from referring
to now before the committee. That was number one and that wai
placed first.
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Number two is the tax avoidance, as 1 iave mentioned here, of
Mrs. Franklin D. Roosevelt for charity, pointing ouft 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
percent of income, but does not allow entire sums paid for services-
broadcasts, syndicated articles, et cetera-to be contributed to charity
without payment of taxes.

Four. I asked for the income-tax returns, which I already have, of
James Roosevelt and Anna Boettiger. I see 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 merely 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,, , hsvet 4y spoken of.
I think we ou 4, IRisk for the in "Ptkx returns of Harry L.

Hopkins and fin t What is happening, fini ut as to the sate of
books to the N". A. workers, and if there is an ovation as to the
income froD 0 at source. 4".

Again, ir4 I am not f,tall sthe tht~tis a very pr ,per thing for a
public oWiial, Mr. CA*rIian, h1olding ' high office ollhat kind to
sell a b k, whether it is 4 a vdutn -1y or cpmpulsory' asis, to the
W. P. $ workers,6r the sake f.prf I thikt is a mat r for Con-
gress ttj look into' tid~lndt tht is goodethqs. It m not have
anything to do with the mtax ihattes before your *mmittee.

AlsO, to look into the income-tax retiras-yot have alr dy done
that, %hat is one of the tWo PeAbcrms, h o'.hDoherty -nd John
L. Le*is, one if ho e't 46'nfitOtrs to the Democr ic cause,
and i~tl the Utited Mie WorWusAmerica it is estl ted that
they Ontributedl$5001Oe ,00

I doWt know *ha te l4w is,%yif *nd per.ps the embers of
the coxtnittee dofbut of coiifitW the c rporatis can' contribute
and con!,panies can't contriputbi, Thet~ques~fo is,unions bt _ allowed to coutAgflute *hen i0p0 n and would labor
cororatioii cannot contribute? _

Also the i me tax of Mit nh o
contributor, w M, I am told has personal h9id ng companies in
Canada.

The CHAIRMAN. . understood y#$ .'ay, that the request of
the witness, Mr. Fish, wasft8d O'"O r es uninterrupted, after. which
he would yield to questions.

Mr. FIsH. That is right. I have about 5 minutes more.
The CHAIRMAN. Without objection you may proceed for 0 addi-

tional minutes.
Mr. Fisn. I want to say to the chairman that, strangely as you may

think, I am in accord with the statement 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 give it to you in writing, I feel that the committee,
certainly the Republican members 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, campaign
books allegedly autographed by the President, to corporations in order
to pay, as is stated, campaign debts. If these books, Mr. Chairman,
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if you wilR follow me, have been sold to corporations merely for
campaign contributions, it is obviously in violation of the Corrupt
Practices Act, but I am inclined to think that 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
brought in. That must be self-evident, and-if that contention is made,
therefore, it is a 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
gve out any statement I want to the press here on the other matter
that the evidence in the word 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
something behind their backs, because I am not in the habit of doing
that.

Senator HARxsoN. No objection to tfiat. The committee knows
that you will do that.

Mr. FISH. 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.

The CHAInMAN. Are there any questions by members of the com-
mittee?

Mr. VINSON. Mr. Fish, what did I understand you to say about a
thousand dollars for broadcasts connected with the Selby Shoe Co.
matter?

Mr. FISH. 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
Nancy Cook.

Mr. VINSON. Do you state that Mr. Lasker got a thousand dollars
for broadcasting?

Mr. FISH. That is the information given to me on very good
authority.

Mr. VINSON. Who gave you that information?
Mr. FISH. I wouldn't say I am not in position but I refuse if I

have that right, to bring anyone else into this thing. I stana the
entire responsibility for my statement.

Mr. VINSON. As your friend, I think you are entitled to all the
rigb.ts the Constitution has given V116

Mr. FISH. Thank you. i: didn t know just what wore 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 language, published notice
was to be given either at the beginning or at the close of each broadcast
relative to the American Friends Service Committee receiving the
principal sum, $3,000 per broadcast?
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Mr. FISH. 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. FISH. 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. FISH. None whatever. In fact, I don't know that I have made

any charges really against anybody. I have stated the facts.
Mir. VINSON. Ve understood that certain charges were to be made.

As I understand you, you make no such charges?
Mr. FISH. I have made no charges as. far as I know against any-

body, and I am trying to supply information for action by tha
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. FISH. 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. FISH, Not the part that went to Mr. Lasker for profit. I
referred to the $3,000.

Mr. VINSON. Well, of course--
Mr. FIStH (interposing). I am not so sure that I can exactly make

that statement quite so affirmative because I don't know about this
$400 that went to Miss Nancy Cook.

Mr. VINSON. Certainly that wasn't Mrs. Roosevelt's income?
Mr. FISH, 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 going to charity.

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

Mr. FISH. If you want me to say that she never got the money
I am perfectly Wiling to say that. I say she earned the money anJ
she controlled the 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. FISH. Certainly,
Mr. VINSON. Is there anything in this contract about Miss Nancy

Cook?
Mr. FISH. Not a word.
Mr. VINSON. You had before you some photostats, and I refer to

them and ask you if the photostats do not show-
Mr. FISH (interposing). Haven't you got my photostats?
Mr. VINSON. Yes.
Mr. FISH. Well, go ahead.
Mr. VINSON (continung). That the $3 000 payment made by Mr.

Lasker to the American Friends Service Committee and receipted for
by Mr. Clarence Pickett, secretary of the American Friends Service
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Committee, then by some other somebody for Mr. Clarence Pickett,
secretary, is that correct?.

Mr. 1i ISr. So stated, yes.
Mr. VINSON. You say that during the present administration you

make no charge against Mr. Henry Morgenthau, Jr., Secretary of the
Treasury, in regard to his tax returns?

Mr. J im. Since he has been Secretary of the Treasury.
Mr. VINSON. Now what charge do you present against him for any

tax return prior to the tinm he became Secretary of the Treasury?
Mr. Fisii. That lie set up these family trusts which have been so

exposed before your comuMtte3, 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. Fom. I think you can find that out very easily 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 am11r not asking what you think.
Mr. Fimi. No, I am stating it to you.
Mr. VINSON. I am asking you as a witness who has made serious

oharges--
Mr. Iiusu (interposing). Exactly.
Mr. VINSON. Against Mr. 1Iomiy Morgenthau, Jr. I am asking

you to state what family trusts Mr. lHenry Morgeuthau, Jr. has set
up at ally time?

Mr. Fisi. I am stating to the gentleman, as I have already stated
to the committee, that I have not access to anybody's income-tax
returns, and I have made that statement on the highest and best in-
formation I know, from the highest and best possible sources, and I
submit to the committee that if they want to disprove it, just call for
those tax returns.

Mr. VINSON. Who gave you the information that Henry Morgen-
thau, Jr., the present Secretary of the Treasury, ever set U) a family
trust?

Mr. Fisir. That is what I have already stated to the committee
that I decline to answer and involve anyone else, but I have checked
it up with the man thaft caine to see me, and then I have checked
him up through New York when I was there last week, and I got the
same result.

Mr. VINSON. Have you over seen the income-tax returns of Mr.
Morgenthau?

Mr. lisim. Certainly not.
Mr. VINSON. Then your statement in regard to this particular item

as well as all other items referred to in your testimony -
Mr. Fism (interposing). Not at all--
Mr. VINSON (hterposing). Is based upon hearsay?
Mr. Fisit. Not at all, not all the matters. This'has to be hearsay.
Mr. VINSON. I say, it is all based upon hearsay?
Mr. FISro If you want me to admit that I have never seen the

income-tax return, I have never seen it and could not see it, but I
am asking you as a member of the committee to call for those tax
returns.

Mr. VINSON. But I am saying what you testified to is hearsay?
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Mr. FISH. How else could it be when I have never seen the income-
tax returns.

Mr. VINSON. Of course, you are the witness.
Mr. FISH. 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 I)ure, unadulterated hearsay?
What are you doing but smearing?

Mr. FISH. I knew what the gentleman was going to ask. The
gentleman has forbidden me to present written evidence as to the
major allegation I proposed to make.

Mr. VINSON. 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 substantiate the statements that he has made.

Mr. Fmis. All right.
The CHAIRMAN. Any objection to the unanimous consent request?

The Chair hears none.
Mr. Fm. I want the gentleman to understand what he is asking for.
Mr. VINSON. I am asking for statements in writing to substantiate

the charges you have made here in regard to Hfenry Morgenthau,
James Roosevelt, Mrs. Boettiger, Elliott Roosevelt, iohn L. Lewis,
JIa'rry L. Hopkins, Bernarl Baruch, and Ben Smith.

Mr. Fismi. I did not mention Bernard Baruch. You did.
Mr. VINSON. I did?
Mr. Fis3r. Yes,
MI. V1NSON, I thought you mentioned him before you mentioned

Blen Smith.
Mr. Fisu. I did not mention Mr. Baruch at any time, I understood

that you wanted to permit me to present written evidence on the main
charge that I proposed to make here, which I am precluded from doing
in writing. 'T hat is what I propose to do in writing. Now, you say
to me that is all hearsay evidence. I say to you that the main pro-
position is in writing and definite proof to the second main proposition
about Mrs. Roosevelt and that is in writing, and I do not propose to
have any member of the committee go out and say that all I have said
here is hearsay evidence.

Mr. VINSON, Outside of the contract you have referred to.
Mr. Femi. If you want me to admit that I have not seen any

individual tax return of any single individual of the United States--
1'. VINSON (interposi ng). And you haven't soon any trust agree.

ment set up by Mr. M o'genthau?
Mr. FIsH, I haven't seen the income tax returns.
Mr. VINSON. And you refuse to tell us who gave you that infor-

mation?
Mr. FisH. I certainly refuse.
Mr. VINsON. You refer to certain interchanges of stock in 1929 and

1930, is that the correct (late?
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. FISH. Exactly.
Mr, VINSON, What were those transactions?
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Mr. FISH. Those transactions, as I have stated to the committee,
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
would be required if one party held it, in order to lower the income
tax.

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

Mr. FIsii. That is what I understand.
Mr. VINSON. I thought you said something about the sale of stock

and then purchasing that back.
Mr. FISH. I did. They were sold back and forth, as is the regular

custom between husband and wife.
Mr. VINSON. I will read to you, Mr. Fish, a section from the 1934

act, section 24-
ITEMS NOT DEDUCTIBLE

(a) General rule.-In computing net income no deduction shall in any case be
allowed in respect of-

And then:
(6) Loss from sales or exchanges of property, directly or indirectly, (a) between

members of a family, or (b) except in the case of distributions in liquid ations, be-
tween an individualand a corporation in which such individual owns, directly or
indirectly, more than 50 per centum In value of the outstanding stock. For tile
purposes of this paragraph-() an individual shall be considered as owning the
stock owned, directly or indirectly, by his family: and (d) the family of an individ-
ual shall include only his brothers and sisters (whether by the whole or half blood),
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. FISH. I will say to the gentleman I never said they did.
Mr. VINsoN. You are making the statement.
Mr. FISH. I never said they did and I have never impugned the

motives of any person. I have never said any of these things were
illegal. I 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 doingj 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. FISIT. You say it is closed, but testimony given before your
committee is to the effect that all kinds of family trusts are used. I
am saying 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 cor-
porations, foreign personal holding companies?

Mr. FISH. That is correct.
Mr. VINSON. What is the name of any foreign corporation, personal

holding company or otherwise that was set up by Mr. Morgenthau,
Sr., or by James Roosevelt?

Mr. FISH. 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,
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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. FISH. I am not making any statement as to who told me.
Mr. VINSON. Then that is based upon pure hearsay?
Mr. FISH. Pure hearsay from reliable sources.
Mr. VINSON. Does that also apply to the James Roosevelt personal

holding company in a foreign company?
Mr. FISH. If the gentleman means have I seen the personal holding

corporations, it does. If the gentleman will come to my office I can
give him the name of the gentleman'in this case, and he can subpena
Wiun.

Mr. VINSON. You can certainly give it to me right now.
Mr. FISH. Certainly, Mr. Darby, who lives at 30 Rockefeller Cefiter,

New York City. He is a sort of-
Mr. VINSON (interposing). A sort of what?
Mr. FISH. I will change that. First he was recommended to me

by friends of mine and came to my 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 material.

Mr. VINSON. Did he want to sell them to you?
Mr. FISH. And so I said ,"I want them now or they are no good to

me" with the result I haven't got them.
Mrr. VINSON. How much was he asking for them?
Mr. Fisu. I am not saying how muchhe asked for them, but I am

saying you may ask for that.

Mr. VINSON. What is his name?
Mr. FisH. Mr. Darby.
Mr. VINSON. What are his initials?
Mr. FISH. I don't carry it here, but I can give it to you.
Mr. VINSON. What is the address?
Mr. FIsH, 30 Rockefeller Center, New York.
Mr. VINSON. So that is just a list of the personal holding companies

in Nassau?
Mr. FISH. I know he said he had photostatic copies of Mr. James

Roosevelt'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 can ask him that.

Mr. VINSoN. Do you know anything about Elliott Roosevelt's tax
returns?

Mr. FISH. No' I don't.
Mr. VINSON. iou know just ai much about that as you do about

any of the rest of them?
Mr. FISH. That is your opinion and it is not mine.
Mr. ViNsoN. In regard to the men you mentioned after you leave

the Roosevelt family and the Morgenthau family, do you present any
charge to the committee that any devices that have been referred to in
the President's message and that have been under consideration here
before this committee have been used by any of these men?

570-47-pt. 3--2
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. Mr. FISH. 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. VINsN. I said after you leave the Roosevelts and the Morgen-
thatis, with'regard to, these other gentlemen.

Mr. FISH. Personal holding corporations plus foreign corporations.
Mr. VINsoN. What personal holding companies or foreign corpor-

ations have been set up?
Mr. FISH. I mentioned the name of Mr. Ben Smith, a campaign

contributor. I believe he set up a personal holding corporation in
Canada.

Mr. VI NsoN. What is its name?
Mr. FISH. Not having seen his income-tax return-I think I know

the name, but I prefer not to hazard a statement on it.
Mr. VINsox. 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
things oi 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
Republicans and anti-New Dealers have been set up as targets to be
shot at and smeared.

Mr. VINSON. Are you a lawyer?
Mr. FISH. No, sir; thank God, I am not, I don't propose to

quibble--
Mr. VINSON (interposing). As layman-
Mr. Fisii (interposing). I don't propose to quibble on these matters

at all, and I don't propose to be teclical about it. The gentleman
knows what I am trying to do.

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

Mr. Figi. If the gentleman wants me to say that I think that hear-
say 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 returns, I think it is well and sufficient, and furthermore
I have presented other information here and the object of it all is to
plug the loopholes. My object and the impulse behind everything

have said is to plug the loopholes for everybody equally. Second,
to stop as far as I can, this Roman holiday against the foes of the
New 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. TREADWAY. Mr. Chairman, I don't care to interrogate the

witness, but I would like to clear up the reference Mr. Fish made to
the letter that he wrote me for presentation to the committee yester-
day. In his introductory remarks he referred to the fact that the
letter he had written to me was given to the press with one paragraph
omitted.

Representatives of the press beseiged us immediately following our
executive session yesterday 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 seemed 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 omission 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 paragraph 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, (luring 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. Fish why he designates
the Republican members of this committee as the ones who would be
particularly anxious to see those particular returns?

Mr. Fisu. Well, I am afraid, Mr. Chairman, the gentleman from
Massachusetts was not following my remarks very closely.

Mr. TRIEADWAY. I followed every word of them, sir.
Mr. Fisu. And the statement which I made, which is in the record

as taken down by the stenographer was to the effect that the Repub-
lican members, the minority members, should look into and investi-
gate the question of the payment o'k these sums of money for the
Democratic campaign books, that if it was not a campaign contribu-
tion, then it was sold for profit and income taxes should be paid upon
it. That is what I asked the Republican members to investigate,
and nothing else.

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

Mr. FisH. Well, that is obvious.
Mr. TREADWAY. I don't think the gentleman has offered any ex-

planation of why he emphasizes that certain- Republicans should be
particularly anxious to see certain returns.

Mr. FisH. I never made that statement. I won't have you put
words in my mouth.

Mr. TREADWAY. Well, the stenographer can repeat what you said.
I ant willing to stand on what you said. I don't know the exact
words.

Mr. FIsH. That is all I ask for. I won't quibble about it with you,
but I know what I said.

Mr. TREADWAY. I felt the gentleman intimated there was a parti-
san 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 only.
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Mr. FISH. I referred to the campaign contributions, and I think
on that basis Republicans are primarily interested.

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

Mr. FISH. That is exactly why I am here.
Mr. TREADWAY. 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.

Mr. FISH. You have greater faith in the Democratic Party than I
have.

Mr. TREADWAY. That is a zero figure, I will admit.
Mr. FISH. Well, that is not saying a thing.
Mr. TREADWAY. That is all, Mr. Chairman.
The CHAIRMAN. If there are no further questions the witness may

be excused,
SWitness excused.)
he CHAIRMAN. 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 name 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. RZNRY MORGENTHAU, JR,, SECRETARY OF
THE TREASUPT

Mr. MORGENTHAU. Mr. Chairman and members of the committee,
Mr. Fish has made certain statements before you, and I feel that as
Secretary of the T reasury and on-account of the great financial respon-
sibility which my position calls for, I would be more than pleased to
furiish 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 any
way not honestly made, I would be glad if the committee would ask
me any questions and I will be more than pleased to answer them.

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

Mr. A. HARDING PAUL. I don't know whether that includes repro-
sntatives 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?
Mr. PAUL. I wish to make a statement on behalf of the New York

Sun Inc.
The CHAIUMAN, 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 RkPRESENTING
NEW YORK SUN, INC.

Mr. PAUL. My name is A. Harding Paul. I am an attorney in
Washington, D. C. I represent 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 joint 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 the 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.

Mr. VINSON. You say they did not file a personal holding-company
return?

Mr. PAUL,. I said they did not evade or avoid taxes by means of
filing any personal holding-company tax return.

Mr. VINSON. But you did not say they did not file personal holding-
company return, because they did didn't they?

Mr. PAUL. I understand, Mr. Vinson, 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,
who, by questionable means, evaded or avoided their proper share of
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
that the New York Sun, Inc., did file a personal holding-company
return. '

Mr. PAUL. They did, and I may say they did it upon my advice.
There was a 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. VINSON. Then any statement that has appeared in the press
that they did not file a personal holding-company return is inaccurate?

Mr. PAUL. It is inaccurate, because they (lid file such a return.
Mr. VINSON. What is the form number of the personal holding-

company return, do you recall it?
Mr. PAUL. I will tell you in a minute.
Mr. VINSON. It has a particular number, hasn't it?
Mr. PAUL. Form 1120-H.
Mr. VINSON. Now, the return to which you refer is the New York

Sun Inc,?
Mr. PAuL. That is right.
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Mr. VINSON. Of what does its assets consist?
Mr. PAUL. 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. PAUL. Principally stocks.
Mr. VINsON. Who owns the common stock of the New York Sun?'
Mr. PAUL. 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. PAUL. But I am not prepared, and I don't know whether I

even have all the papers necessary to discuss every 1)hase of this ques-
tion. When this committee first constituted its(elf, 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, arnd we have awaited
an invitation, and it was only because apparently this committee was
about to close its proceedings-

Mr. VINSON (interposing). Now, Mr. Paul, did you make a request
to the chairman of the committee for your appearance?

Mr. PAUL. I only made the request'at this time, Mr. Vinson.
Mr. VINSON. I know, but prior to this time?
Mr. PAUL. No, because it was never suggested that anybody whose,

name was presented might appear and make a statement, bt if you'
want me to give you some accurate figures as to stock holdings, I'say
I haven't that paper before me.

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

Mr. PA.uL. No; that is not true.
Mr. VINSON. What percentage of the common stock is owned by

this personal holding company, the News-Art Co.?
Mr. PAUL, To my knowledge, not one share.
Mr. VINSON. XN'bat is the News-Art Co.?
Mr. PAUL. 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. PAUL. The C. W. H. Corporation owns approximately 60 per-
cent of the common stock of the New York Sun, Inc.

Mr. VINs6N. Is that a holding company?
Mr. PAUL. Yes; that is a personal holding company.
Mr. VINSON. That is the C. W.-
Mr. PAUL. C. W. H1. Corporation.
Mr. VINSON, 'iWat other stock issues are there in the New York

Sun?
Mr. PAUL. 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. PAUL. The Dewart family, William T. Dewart.
Mr. VINsoN. Dewart family?
Mr. PAUL. Yes, sir.
Mr. VINSON. Have you heard of the Dewart Corporation?
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Mvir. PAUL. I have not.
Mr. VINSON. 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. PAUL. I am able to say that not one share is owned by them.
Mr. VINSON. Not one share?
Mr. PAUL. Yes.
Mr. VINSON. All right, thank you. What proportion of the stock

of the New York Sun does the Dewart family own?
Mr. PAUL. Loss than 50 percent in value of the outstanding stock.
Mr. VINSON. Well, now in value-
Mr. PAUL (inter osing). That :_ what the personal holding com-

pany relates to. That is the only detailed information which I have
with reference to it.

Mr. CooPiERt. How much of the common stock does this family
own?

Mr. PAUL. The family itself owni v ry little.
Mr. Coopmit. Well, how much?
Mr. PAUL. I don't know how much but it is a fractional amount of

the hundred thousand shares outstanding, 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. Cooin. In any event, there are one or more personal holding
companies connected with the New York Sun, that is true, isn't it?

Mr. PAUL. Yes.
Mr. Coopint. And that was the information given by the Treasury

Department?
Mr. PAUL. No, that was not.
Mr. CoopEII. What was the information?
Mr. PAUL. The information was that the New York Sun, Inc., by

questionable means avoided or evaded its taxes.
Mr. CooPER. I doubt whether you are justified in putting that

interpretation on the testimony here. Just certain facts were pre-
sented to the committee from'the records of the Treasury Depart-
ment, and I know of no witnesses using the word "questionable."
They simply presented the facts here.

Mr. PAUL. I have the Congressional Record here, which I think-
Mr. COOPER (interposing). Well the proceedings of this committee

do not appear in the Congressionaf Reord.
Mr. PAUL. No, but the statement of the chairman of the com-

mittee is as follows, in answer to Mr. Fish's statement appearing
in the Congressional Record of June 30. In part of his statement he
said the fol owing [reading]:

Dr. Magill, Under Secretary of the Treasury, is one of the most able and fairest
men I have ever known connected with any department of the Government.

Mr. COOPER. We admit that.
Mr. FISH. I accept that, too.
Mr. TREADWAY. It is unanimous.
Mr. PAUL (continuing to quote):
In his opening remarks before our committee he made this statement: "We-
That is, the Treasury Department-

asked the revenue agents in charge in each of the 88 internal-revenue districts
to submit full information of any new forms of tax avoidance which had come
to their attention, and of any existing loopholes in the revenue laws which were
causing a substantial loss of revenue. Particular attention was devoted to those
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major districts in which the increases In incomes reported had been significantly
less 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
operating, and that not every personal holding company has been
presented, the name of every taxpayer who has taken deductions
from 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 CHAIRMAN. Whether it is a matter of question, it might be a
matter of opinion, might it not?

Mr. PAUL. 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, Inc was incorporated and because of the
provisions of section 351, the government of the United States got
probably $50,000 more taxes than it would have received had it not
been in existence; that is, had the New York Sun, Inc., not been in
existence.

Mr. VINSON. Mr. Chairman?
The CHAIRMAN. 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. VINSON. Any other corporation that you know about that the

Dewart family have used in regard to any matter?
Mr. PAUL. 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

way into their corporate treasury-that is whatI mean?
Mr. PAUL. As I 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, Inc.

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. PAUL. 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. PAUL. Oh, yes.
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Mr. VINSON. That they use for that purpose?
Mr. PAUL. 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 CHAIRMAN. 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. PAUL. I thank the committee.
The CHAIRMAN. Is there anything further?
Mr. TREADWAY. Mr. Chairman.
The CHAIRMAN. Mr. Treadway.
Mr. TREADWAY. Before we adjourn may I submit an inquiry?
The CHAIRMAN. Is it a question of te witness?
Mr. TREADWAY. 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
is no objection. That, however, is a matter we can more appropriately
discuss in executive session. Would that be agreeable?

Mr. TREADWAY. 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 CHAIRMAN. Certainly that is not the intention. The meeting
will be open.

Mr. TREADWAY. 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.

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

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

The CHAIRMAN. The Chair has no thought that there would be any
objection regarding those or any other returns, or anything else that
any member of the committee desires.

Mr. TREADWAY. Those or any other returns that any 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 CHAIRMAN. If there is no objection, the committee will now
stand in adjournment until Tuesday morning at 10 o'clock.

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

JOINT COMMITTEE ON TAX EvASION AND AVOIDANCE,
Washington, D. C.

Te joint committee met, pursuant to adjournment, in the hearing
room of the Committee on Ways and Means, in the New House Office
Building, at 10 a. in Hon. Robert L. Doughton presiding.

The CHAIRMAN. The committee will please be in order.
Mr. ROOSEVELT. Mr. Chairman.
The CHAIRMAN. Mr. Roosevelt,
Mr. ROOSEVELT. May I have the privilege?
The ChAIRMAN. Mr. Roosevelt, if you have a statement to make

please give the stenographer your name and address.

STATEMENT OF JAMES ROOSEVELT
Mr. ROOSEVELT. My name is James Roosevelt. I reside at 3331 0

Street, Washington D C.
The CHAIRMAN, Do you desire to make a statement, Mr. Roosevelt?
Mr. ROOSEVELT. I would like that privilege.
The CHAIRMAN. Without objection you may proceed.
Mr. ROOsEVELT. On July 9 Congressman Vish I believe 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 a foreign personal holding company I believe he
stated in Bahama or Nassau. I would simply like although I 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 I
either directly or indirectly ever had any connection with any personal
holding company in any foreign land whatsoever.

Thank you, Mr. Chairman.
The CHAIRMAN, Are there any questions by any members of the

,committee?
Mr. TREADWAY. May I submit one or two inquiries to Mr. Roose-

-volt? Is it agreeable to you, Mr. Roosevelt?
Mr. ROOSEVELT. It certainly is, sir.
Mr. TREADWAY. You gave your residence as Washington, D. C.?
Mr. ROOsEWLT. At the present time, sir. I am working down

here in Washington.
Mr. TREADWAY. I assumed that you had some connection here.

Where is your legal residence as being?
Mr. ROOSEVELT. In Brookline, Mass.
Mr. TREADWAY. I was interested in that feature of where you re-

garded your residence. Are you actively engaged in business in
oston?
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Mr. ROOSEVELT. I am not at the present time; no, sir.
Mr. TREADWAY. For a time you were?
Mr. ROOSEVELT. I have been; yes.
Mr. TREADWAY. 'What was the nature of the business?
Mr. ROOSEVELT. I was in the insurance business.
Mr. TREADWAY. Representing certain companies or as a general

agent?
Mr. ROOSEVELT. No, sir; as a broker, sir.
Mr. TREADWAY. You had no firm connection or corporation con-

nection, sir?
Mr. ROOSEVELT. I have, sir. I have a corporation called Roose-

velt & Sargent, Inc., of which I was an officer.
Mr. TREADWAY. Roosevelt & Sargent?
Mr. ROOSEVELT. Roosevelt & Sargent.
Mr. TREADWAY. Was there ever a firm by the name of James

Roosevelt & Co.?
Mr. ROOSEVELT. No, sir; there was not.
Mr. TREADWAY. "Roosevelt & Sargent" is the only firm name

under which you ever did business?
Mr. ROOSEVELT. That is correct, sir.
Mr. TREADWAY. Did you solicit insurance of any kind from the

large corporations in Boston?
Mr. ROOSEVELT. I certainly have; yes, sir.
Mr. TREADWAY. And you were successful in securing their business?
Mr. ROOSEVELT. Somewhat successful.
Mr. TREADWAY. Well, that is rather bogging the question-satis-

factorily successful-let's put it that way. .w p
Mr. ROOSEVELT. Well, I dld the best I could-I will put it that way.
Mr. TREADWAY. 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. ROSEVELT. I think they were probably trying to do the best
they could, along with the rest of the members of the firm.

Mr. TREADWAY. Had you had very much experience in the insur-
ance line before you set up this line of business in Boston?

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

Mr. TREADWAY. Whatever answer you care to make is agreeable
to me.

Mr. ROOSEVELT. When I graduated from college and during m
time in law school I was married to my present wife, and I decided
would try to earn my living, and so with the help of the dean of the
Law School I secureda job in the insurance business in Boston, where
I was an employee of that company.

Mr. TREADWAY. How many years ago was that?
Mr. ROOSEVELT. That was the fall of 1930. I have been in the

insurance business ever since.
Mr. TREADWAY. Would you mind giving us a list of some of the

corporations to whom you sold group insurance or general insurance?
Mr. VINSON. Mr. Chairman.
The CHAIRMAN. Mr. Vinson.
Mr. VINsoN. For the life of me I can't see where this is relevant.
Mr. TREADWAY. 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. TREADWAY. Does the gentleman object to my making in-
quiries?

Mr. VINsoN. I just can't understand.
Mr. TREADWAY. Perhaps with a little better comprehension and

mentality you will understand in the future.
Mr. VINSON. Of course, the gentleman from Massachusetts is able

to inform us, I know; I realize that. I object, Mr. Chairman.
Mr. TREADWAY. 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 thus committee for the 5-year period since he
went into business in Boston.

Mr. ROOSEVELT. I will be very glad to do so.
Mr. CooPER. Mr. Chairman I move the request be held in abey-

ance and treated the same as ail other requests.
Mr. TREADWAY. I have made the request of the committee and of

Mr. Roosevelt, and I understand Mr. Roosevelt'did not object.
The CHAIRMAN. The suggestion of Mr. Cooper was thnt it be

determined in executive session.
Mr. TREADWAY. 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 CHAIRMAN. Proceed with your inquiry, please.
Mr. TREADWAY. The gentleman from Kentucky objected to the

inquiry I was making of Mr. Roosevelt.
The CHAIRMAN. Then you propounded another question; you

requested that the income-tax returns of Mr. Roosevelt be presented
before the committee and Mr. Cooper suggested that be done in
executive session, and the Chair asked you if that would not be
satisfactory.

Mr. TREADWAY. No; it is not satisfactory; but you have the power
to enforce it.

The CHAIRMAN. I am not talking about power.
Mr. CooPER, I make a motion that the request be treated and

considered by the committee in executive session, as all others have.
The CHAIRMAN. You have heard the motion. All in favor say "aye."
(The committee was thereupon polled, and a majority voted in

favor of the motion of Mr. Cooper, Mr. Treadway voting "no".)
The CHAIRMAN. The motion is agreed to.
Mr. TREADWAY. Then do I understand, Mr. Chairman, that my

interrogations of Mr. Roosevelt are objected to, on the request of the
gentleman from Kentucky, 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
propound?

Mr. TREADWAY. It would lead to the same end if I were to continue
the inquiry and probably Mr. Vinson would continue to object.

Mr. VINSoN. Won't object to any relevant questions.
Mr. TR ADWAY. Who decides what is relevant?
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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 lie
would care to present the names of some of his largest clients-

Mr. VINSON (interposing). I will object to that.
Mr. TREADWAY. Is the objection sustained by the Chair?
The CHAIRMAN. Yes; the Chair sustains the objection.
Mr. TREADWAY. I thought, probably he would.
The CHAIRMAN. Proceed with your inquiry. That has no relevancy

whatsoever.
Mr. TREADWAY. 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 large corporations, like Edison
Corporation and various others I could mention?

Mr. ROOSEVELT. As to the gentleman's question I have submitted
to the Treasury Department, as every lawful citizen does, my income
tax return.

Mr. TREADWAY. For the years I am inquiring about?
Mr. ROOSEVELT. I have, sir.
Mr. TREADWAY. 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 LA FOLLETTE. 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 complying with the request of the committee
if it should be made, for the submission of your income tax returns
Is that your position?

Mr. ROOSEVELT. No objection whatsoever, sir.
The CHAIRMAN. Any further questions? If not, we thank you,

Mr. Roosevelt, for your statement.
Mr. ROOSEVELT. Thank you, Mr. Chairman, very much.
The CHAIRMAN. Mr. Magill, we are ready to proceed with any-

thing you have to bring before the committee.
Under Secretary MAGILL. 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 a go.
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 CHAIRMAN. Give your name and address to the reporter and
make your statement. Before you proceed I will offer for the record
a telegram from Jessie 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:)

Hon. ROBERT L. DOUOHToN, JACKSONVILLE, FLA., July:i,1987.

Chairman, Joint Congressional Cozmittee on Tax Matters,
Washington, D. C.

DEAR SIR: I observe from the public press that Mr. Arthur L. Kent, of the
Treasury Department, recently testified before your committee with respect to the
transfer by my husband the late Alfred I. du Pont to Nemours, Inc., of certain
property In Delaware known as Nemours and the subsequent transfer to that
corporation of $2,000,000 of securities. The statement of Mr. Kent and the
inferences to be 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, Inc., or from the securities above
mentioned was ever used in the payment of any household expense 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
crippled children. First the depression and then his sudden death intervened to
prevent it.

Bu by his will Mr. du Pont made provision against those 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 great work that it is designed to do. It may interest
you to know that since Mr. du Pont's death his executors and trustees acting under

he will and through an appropriate 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, 1. e., Dr. A. R. Shands Jr., late of Duke Univer.
sity, and have commissioned architects to prepare final plans for the immediate
construction of it.

As stated above, not a dollar of the income of Nemours, Inc., was ever expended
for the household expenses of Mr. du Pont or his family. Every dollar of it was
expended in improv ing, beautifying, and maintaining the property every foot of
which will eventually 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 codicil signed by Mr. du Pont just a few months
before his death, He there said:

"This proposed foundation has been substantially provided for in every will I
have executed for the last 10 years more or less. Its ultimate interest in my
estate largely inotivates my continued diligent attention to my financial affairs
* * * in'fact the creation of this foundation has been and is entirely my own
idea formulated many years ago. For that reason that it has been my firm con-
viction throughout life that it-s the duty of everyone in this world to do what is
within his power to hlloviatc human suffering, and I have sedulously striven to
that end."

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

Yours very truly, JESS= BALL DU PONT.

SUPPLEMENTAL STATEMENT ST TREASURY DEPARTMENT RELATIVE TO TUE CASE
OF NEMOURS, INC.

There is nothing in the telegram of Mrs. Jessie Ball du Pont which requires
revision of the previous statement made by Mr. Kent on this case. The fact that
Mr. du Pont intended to sot aside the mansion in Wilmington for charitablepur-
poses is legally irrelevant to the issues involved in the case. Had Mr. du Pont
retained title to the property instead of vesting title in Nemours, Inc., the expenses
of operation and maintenance thereof could not have been deducted on his per.
sonal return under the law, whether he personally occupied the property or not,
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unless it were rented to third parties in order to produce income. As the telegram
admits, no actual gift of the property to charity was made during Mr. du Pont's
lifetime.

The CHAIRMAN. You may proceed, Mr. Rogge.

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

Mr. ROGGE. Mr. Chairman and members of the committee, please,
my name is 0. 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 CHAIRMAN. Do you prefer to make your statement withoutinterruption?Mr. ROGGE. 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.

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

Mr. ROGGE, At the hearing on Thursday, June 24, 1937 this com-
mittee requested the Treasury Department to supply it with all avail-
able information relating 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 holding-company 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 1936 before the Senate Committee on Finance. We have
taken therefrom each individual name and tried to ascertain which
of such individuals had holding companies. We also tried to ascertain
which of the corporations mentioned in parts 4, 6, 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 assembly 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 face leading to
immediate determination of ouch beneficial ownership. Individual
and, personal holding returns are oftn filed in widely separated col-
lection districts and it is a prolonged undertking to obtain the
information necessary for present purposes. The proper assembly
and connection of these returns is a major administrative project.

That was called to the committee's attention by Comnissioner
Helvering, and in the brief experience I have had I 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 these 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. RoGGE. 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
351 (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. F. Corporation, organized on the same date
under the laws of the same State. Both of these personal holding
companies are located at 919 North Michigan Avenue, Chicago, IlL
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 assets were securities
althouli in 1934 and 1935 Advertisers' Finance Corporation carried
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. Cookn. Is this Lord & Thomas a Chicago firm also?
Mr. Rooo.. It has an office in Chicago and I presume it has branch

offices in various cities, but its main office is on Michigan Avenue,
Chicago Ill

Mr. CoHR Is it a partnership or a corporation?
Mr. RouGE. I am informed it is a corporation.
A further subdivision of Mr. Lasker's income was effected by his

transferring the major part 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 20, 1932.

The deductions allowed under section 351 proved to be a boon to
these two holding companies during the years 1934 to 193( inclusive.
During these years they availed themselves of the 20.porcent deduc-
tion provided under section 351 (b) (2) (A) and the deduction of
losses from sales or exchanges of capital assets provided for in section
351 (b) (3) (C), with the result that the aggregate amount of personal
holding company surtaxes paid by them for 1934, 1935, and 1930 was
only $2,321. Without these deduictions their combined tax liability
for those years would have been $199,374. Thus, a tax saving of
$197,053 was effected.
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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., a
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, Ill.

Under June 1, 1932 Mr. Prince owned all of the capital stock of
Chicago. Stock Yards 6o. On that date, just 5 days before the Rev-
enue Act of 1032 with its increased surtax rates became effective, he
formed another personal holding company, F. H. Prince & Co., Inc.,
under the laws of the State of Maine. To this second personal hold-
in company he transferred 60 percent of his stock of the first personal
holding company, namely, Chicago 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 he retained 100 percent of
the voting power in the first personal holding company, Chicago Stock
Yards 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 rightly so, since section 351 (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 by his family. In this connection it is interesting to note
that $300 000, or 75 percent, of the $400,000 dividend paid each year
by the Chicago Stock Yards Co. has been received by Mr. Prince,
us wife, and-his son. For the year 1936 this company filed a per-

sonal holding company return under protest, and took the benefit of
the 20-percent deduction.

Treating Chicago Stock Yards Co. as a 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 1035, and $107,748 for 1936,
or a 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 $365,558 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 laws of the State of Dela-
ware. Its address is 807 Winters Bank Building, Dayton, Ohio.
This company was organized by Mr. Charles F. Kettering, of the same
city vice president of General Motors Corporation. The chief assets
of this holding company are shares of General Motors Corporation
and General Motors Securities Corporation. In 1934 Mr. Kettering
owned 80 percent of the stock of the holding company and his wife and
son each owned 10 percent. On July 15, 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 1035 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 the transfer of 3,000 shares to the trust was
made was the gift tax laid?

Mr. RoGEm. I df*n't know, but I presume it was.
Mr. VINSON. How much?
Mr. ROGGI. 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. RoGoo. Surely.
(Subsequently the following information was furnished by the

Treasury:)
A gift-tax return filed March 16, 1036, shows payment of a tax of $711 901.50

on this gift, which was valued at $3,364,005. It should be noted that the tax
savings ascribed to Mr. Kettering have been computed for the years 1935 and 1036
on the basis of a 50-percent interest by Mr. Kettering in his personal holding com.
pany, C. F. Kettering, Inc., thus giving full recognition to the validity of the trust.

Mr. RoaGE. The holding company itself paid only a total of $20 720
in taxes under section 351 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 $504,720. In 1934 all three of these deductions
were available to the corporation, in the total amouitt 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 1934 and income and personal holding-company surtax
returns for 1935. In 1936 the 20 percent deduction alone amounted
to $475,332.
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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 do.

Mr. VINSON. Mr. Chairman.
The CHAIRMAN. Mr. Vinson.
Mr. VINSON. Is this personal holding company in addition to what

we have heard heretofore about the Stranahans?
Mr. ROGGE. 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., a personal holding company,
organized on July 24, 1923, under the laws of Ohio. Madison Securi-
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 Securities
Co. itself benefited so extensively from the 20-percent deduction pro-
vision of section 351 and from the provision permitting the deduction
in full of losses from the sale or exchange of capital assets that its tax
under section 351 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 three personal holding companies:
Northern Exploration Corporation, organized in September 1933 under
the laws of the State of Delaware; I Iaystone Securities Corporation,
organized in July 30, 1920, under the laws of the State of New York;
and the United Telegram Co., organized in June 1890, under the
laws of the State of New Jersey. The address both of Northern
Exploration Corporation and the United Telegram Co. is 15 Exchange
Place, Jersey City, N. J. The address of Haystone Securities Corpo.
ration is 25 Broad Street, Now 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 preferred 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 Telegram Co., was owned 24-plus percent by Northern
Exploration Co. and 74.95 percent by Mr. Hayden.

This 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.

The CHAIRMAN. Without objection it will be incorporated in the
record.
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(The matter referred to is as follows:)

MR. IAYDEN

Mr. Roome. The chart shows at the left the Northern Exploration
Corporation, all the stock of which is owned by Mr. Hayden, the next
is the Haystono Securities Corporation, all the common stock of which
is owned by Mr. IIay(len and all the preferred stock of which is owned
by Northern Exploration Corporation, and over at the right the
United Telegram Co., 74.95 percent of which is owned directly by
Mr. Hayden and 24 1lus percent 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 three 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 $1,282 898 in 1934, of $1,097,009 in
1935, aid $1 079,372 in 1936. The total amount of tax paid by Mr.
Hayden in those 3 years was $1,025,320, $1,023,278, and $89i,907,
respectively, resulting in a net saving to him of $518,773 in his taxes
for those 3 years. Although in 1931 and 1932 Hayden attempted to
use the United Telegram Co. to establish stock losses without relin-
quishing control of the securities, he effected his tax savings during
1934, 1935, and 1936 merely by the use of the holding companies to
thin out his income over the surtax structure.

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

The next one on the chart is the Park Corporation, a personal
holding company incorporated in Delaware on February 23, 1932.
Its address is 485 Mdison Avenue, New York City. Its stock is
owned by Mr. William S. Paley, of the same city, president of the
Columbia Broadcasting System, Inc. Mr. Paley uses his holding
company uts a (lepository of a considerable amount of Columbia
Broadcasting System, Inc., stock, as well as other investments. By
using the holding-company device he managed to reduce his taxes
$35,153 in 1936. The return of the Park Corporation for the year
1930 was not available.

Mr. Jacob Rapport, 1120 Fifth Avenue, New York City, principal
stockholder of Jacob Ruppert, the brewing corporation, manages to
escape 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 company 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. TREADWAY. May I ask one question?
The CHAIRMAN. Mr. Treadway.
Mr. TREADWAY. 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. Probabl in the field being examined.
Mr. TREADWAY. Of course, it wou have had to have been mde

to the Bureau in some way or other, would it not.?
Under Secretary MAGILL. 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. TREADWAY. I think you made that same remark in the pre-
vious cases.

Under Secretary MAGILL. I believe so; yes, sir.
Mr. TREADWAY. Could that be definitely checked up as the reason?
Under Secretary MAGILL. Certainly. I am 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. TREADWAY. 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 corporations?

Under Secretary MAGILL. I have no doubt they have tried to do
that, but I will be glad to give you a statement of exactly whathappened.Mr. TREADWAY. Thank you.

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

At the time when Mr. Roggo's statement was prepared a telegram had been sent
to the internal-revenue agent in charge of the third New York district 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 available, 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. Paley
personally through the use of this holding company in the year 1935. Schedule A
can now be computed for the year 1935 as follows:
Undistributed adjusted net income -------------------------------- None
20-percent deduction -------------------------------------------- $20, 292
"Adj usted undistributed net income without 20 percent, debt retirement,

and capital-loss deductions ------.--------------------------... 11,403
Tax reported under sec. 351 ----------------------------------- None
Tax recomputed on revised undistributed adjusted not income.-....... 3, 439

The use of this personal holding company saved Mr. William S. Paley $6,078 In
taxes for the year 1935.

Mr. RoooE. The next case that of Star Holding Corporation, its
wholly owned subsidiary holding company, the Hearst Corporation,
and 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-icome requirement in section
351 (b) (1) (A).
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The CHAIRMAN. Does that company get its name from the famous
William Randolph Hearst?

Mr. ROGG. 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 July 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
as shown by his income-tax returns is 210 South Street, New York
City.

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 luws of the State of Delaware. Its address as
shown by its 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. (formerly Ifeart 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-
min ton, Del.

I/earst 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
publisher of Cosmopolitan, Good 1-ousekeeping Motor aid Motor
Boating, and also owned all of the capital stock of Good housekeeping
Co., Inc., a corporation organized on October 25 1928, under the
laws of the State of New Jersey; Harper's Bazaar, inc., 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 Magazines Inc., the Hearst Corporation further
owned all of the voting stock of Hearst Consolidated Publications,
Inc. a corporation organized May 9, 1930, under the laws of the State
of Ielaware. 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, tinder the laws
of the State of California. Its address as shown by 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-Bulletin; the Post-Enquirer Publishing Co., publisher of the Los
Angeles Evening Herald and Express; Los Angeles Examiner, pub-
lisher of the Los 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, Inc.
the Star Holding Corporation (American Newspapers, Inc.) also held
all of the stock of the Star Co. (to be distinguished from Star Holding
Corporation), which, in turn, owned all of the stock of Now York
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. CooPER. Mr. Chairman, I request that the graph be inserted.
The CHAIRMAN. Without objection, it will .be inserted.
(The graph referred to is as follows:)

M. 1HEARST

Star Holding Corporation (American Newspapers, Inc.)I I

The Hear st Corporation fvrlus other corporationsI I
Hearst Magazines, Hearst ConsoldatedI. Publications, Inc,

I I
International Mag. H earst Publications, I

azine Co., Inc, Ine.

I
Etarious corporations

Mr. RooGE. The committee will notice at the top Mr. Hearst and
under him, Star Holing Corporation (American Newspapers, Inc.).
That corporation holds the stock of a great many corporations. One
of its principal subsidiaries is the Hearst 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 holding-company returns.

The foregoing corporate structure previled until September 1934.
At that time some changes were made. These changes followed the
enactment of section 141 and section 351 of'the Revenue Act of 1934.
Section 141 restricted the privilege of filing consolidated returns, and
section 351 imposed the surtax on personal holding companies.

The name of Star Holding Corporation was changed to American
Newspapers, Inc. Its charter was amended to increase its powers
to include, among other things, the power to publish newspapers.
New York American, Inc., was consolidated with Star Co., and the
assets of Star Co., together with the assets of Washington Times Cor-
poration, Baltimore Publishing Co., the Evening News Co., and the
Georgian Co., were taken over by the Star Holding Corporation
(American Newspapers, Inc.) subject to liabilities. These subsidiary
corporations were then dissolved.
Two results followed from these transactions. The Star Holding

Corporation (American Newspapers, Inc.) became to a certain 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 Newspapers,
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
Newspapers, 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.

The CHAIRMAN. When these extensions are requested is a reason
assigned why the extensions are requested or on what basis are they
extended?

Under Secretary MAGILL, The extensions of time are requested
from the collector of internal revenue, and under the prior practice,
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 being made that it is
quite impossible to complete the return before the due date.

The CHAIRMAN. Is the request based on lack of sufficient time?
Under Secretary MAGILL. Yes; and of course this year 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 a good many foreign subsidiaries and have not yet succeeded in
getting the information from them in time to file returns on March 15.

Mr. CooPER. 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 MAGILL. That is true, a very large increase.
Mr. VINSON. Ordinarily there has been about 15 percent?
Under Secretary MAGILL. I think that is true. .
Mr. VINSON. And this year, if my recollection serves me, it was

more than double, about 33 percent?
Under Secretary MAGILL. I believe that is true.
The CHAIRMAN. Are there many requests coming in for second

extensions?
Under Secretary MAGILL. There have been some, but the Com-

missioner of Internal Revenue sent out a notification to all the collec-
tors when this situation became apparent telling them not to grant
further extensions if the taxpayer could possibly make his return.

The CHAIRMAN. The matter of extensions isin the discretion of th0
Bureau?

Under Secretary MAGILL. I think it lies in the hands of the collee-
tors of internal revenue in the various districts.
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Mr. ROGGE. 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 $289,980. There would likewise have been 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
which are significant for present purposes. In the first place, of a
gross income reported 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 a deduction. This is the claimed liquidating loss heretofore
described. It would seem under sections 115 (c) and 117 (d) of the
Revenue 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, Inc.)
claimed to be, that is, an operating company, would seem to be limited
to a loss of $2,000 rather than $20,799,495.10.

The committee will further observe that by the use of subholding
companies Star Holding Corporation (American Newspapers, Inc.),
was able to reduce still more the percentage of its gross income derived
from dividends and interest. If the device of the holding company
in the case of the Hearst Corporation and Hearst Magazines Inc
is ignored and the income of those two holding companies is treated
as the income of the parent company, the gross income of the parent
company, Star Holding Corporation (American Newspapers, Inc.),
would be $12,709,132.85, of which the items 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. RoGGE. 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. RoUGE. 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
put statements in here as to what would happen and what would not
happen, 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. ROGGE. The name was changed.
Mr. VINSON (continuing). After the 1934 act-whether it was an

operating company or a personal holding company?
Mr. ROGGE. I can give it as my opinion, if the committee please,

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 operatingconlmaa .Woa. IROGGE. The way the statute now reads.

Mr. VINSON. I say, if it is an operating company under the law, it
is an operating'company.

Mr. RoGuE. To some exter:t, if the committee please, it is an
operating company, but in 1934 approximately 50 percent of its
gross income was derived from dividends on Mr. Hearst's investments.

Mr. V.NSON. A personal holding company, under section 351, is a
specially defined corporation, isn't it?

Mr. OGGE. That is correct.
Mr. VINSON. And of course that is the law until it is changed.
Mr. ROGGE. 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 eliminate 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 limited
to the $2,000 allowable by section 117 (d), and the personal holding
company surtax due from this corporation would be $1,278,153.34 for
the year 1934 and $2,342,989.54 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 1935, 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 1937, 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 an( Hearst
Magazines, Inc., to be ignored and 85 percent of their income treated
as th 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 elifnination of the 20 percent credit, the deduction for debt
retirement 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 'aws of the State
of Delaware. Its address is 221 North LaSalle Street, Chicago, Ill.
It is wholly 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. Cudahy.

While the bulk of the corporation's activities consists simply of the
receipt of dividends on Mr. Cudahy's securities which were turned over
to it, he has caused the corporation to engage in enough grain trading
to take it out of the category of a personal holding company 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
it,by he 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 1930. The address of both corporations is
Pueblo, 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 1930 by these two companies
by taking advantage of the 20-percent credit and the deduction for
capital losses amount in the aggregate to $13,887.

The CHAIRMAN. Are you through?
Mr. RoaoE. That concludes my portion of the presentation, Mr.

Chairman.
The CHAIRMAN. Are there any questions?
Mr. TRHADWAY. I assume all of these illustrations you have been

giving us are simply for information in contemplation of changing
the law, rather than any intimation that the people who had these
holding companies used them in any way to escape the existing law?

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

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

Under Secretary MAGILL. No. As he describes here they utilized
existingyprovisions in the law in various ways,

The UHAIRMAN, But it is a device through which the taxpayer
escaped payment of taxes.
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Under Secretary MAGILL. 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 FOLLETTE. 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 section 102 was ever invoked?

Mr. ROUGE. 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
requireinent.

Senator LA FOLLETTE. I just wanted to complete the record.
Mr. ROUGE. Does the Senator wish the figures on that?
Senator LA FOLLETTE, I would like to know whether or not section

102 was invoked, and with what success?
Mr. ROGGE. Section 102 was invoked, and I think the principal

amount in taxes collected under section 102 for the year 1934 is
$77,158, and for the year 1935, $57,671.

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

Under Secretary MAGILL. We gave you those figures the other day.
Mr. VINSON. And for 1935, as I recall, the figures, there was some

$49,000,000 added revenues that came in because of the enactment
of section 351. You were with us when we wrote the 1934 Revenue
Act?

Under Secretary MAGILL. That is right.
Mr. VINSON. It is true that as that section was written, section

351, it had the approval of the Treasury at that time?
Under Secretary MAGILL. 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, because of the relative ineffectiveness 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 pi'ecisely how it
would work.

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

Under Secretary MAGILL. That is very likely; yes.
Mr. TREADWAY. May I ask you one further question, Doctor?
Under Secretary MAGILL, Yes, sir.
Mr. TREADWAY. How many similar cases to these that the witness

has submitted are probably available or probably occurring?
Under Secretary MAGILL. My recollection is that we put in some

evidence the other day to tho effect that there were between four and
five thousand personal holding company returns being filed.

Mr. TREADWAY. Just how did you pick the ones that wore sub.
mitted this morning?

Under Secretary MAGILL. As I Understood, these were personal
holding companies that wore either mention d in executive session
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before the Senate Finance Committee, or whose stockholders were
mentioned in executive session.

Mr. TREADWAY. Have you any record as to the number of personal
holding companies in the New York district?

Under Secretary MAGILL. I presume we could get the number of
them who filed returns.

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

Under Secretary MAGILL. In all probability; yes.
Mr. TREADWAY. 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 MAGILL. That is right; yes, sir.
The CHAIRMAN. Is the witness through? We thank you for your

appearance, Mr. Rogge, and your testimony.
Who isyour next witness?
Under Secretary MAGILL. There were several other matters which

have been requested by the committee, and I think Mr. Oliphant,
the general 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
cases referred by the Treasury to the Department of Justice for
prosecution and the results in those prosecutions.

Mr. TREADWAY. Senator Walsh is momentarily absent. He has
been here. Would it not be well to defer that information until he
is here?

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

The CHAIRMAN. Senator Harrison suggests that it might go into
the record.

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

The CHAIRMAN. Certainly.
(The matter referred to is as follows:)

CASES REFERRED TO THE DEPARTMENT OF JUSTICN
The attached item submitted for the committee's record is a letter from Assist.

ant Attorney 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 forcriminal prosecution. DEPARTMENT OF JUSTICE,

Hon. HERMAN OLIPHANT, Washington, Jul 1, 1187.
General Counsel, 7Treasury DeOParlment DWashinwton, D. 0.

DEAR Mn. OLIPHANT: In our telephone conversation this morning you advised
me that the only Information you desired in response to a resolution of the con-
gresslonal joint committee investigating Income-tax evasion and avoidance was
with reference to criminal cases referred 4o the Tax Division of the Department of
Justice by the Bureau of Internal Revenue, and should not include other phases
of the Divislon's activities in evasion and avoidance cases. I therefore submit the
following Information:

When the handling of tax litigation was centralized In the Tax Division of the
Department of Justice on January 1, 1934,' 293 criminal tax cases were pending
In this Department. During the 8 calendar years 1934, 1935, and 1930, 512
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such cases were transferred by the Commissioner of Internal Revenue to the
Department of Justice, makhig a total of 805 criminal tax cases of all kinds
(except liquor-tax eases) handled by the Tax Division during the 3 calendar
years. During about 18 months of this 3-year period criminal cases were referred
to tie 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 thle remainder of the 3-year period
cases were referred to the Department of Justice, with a specific recommendation
that crl-rnal proceedings be instituted.

Of the, criminal tax cases handled by the Division in the 3 calendar years
mentioned above, dispositions were made in 560 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 500 cases disposed of, 374 were criminal
prosecutions, chiefly for willful attempts to evade and defeat income taxes in
various ways, tMe 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 concluded in the courts. In such cases there were convictions, including
pleas, in 148 cases, or 90.24 percent. There were acquittals in only 10 cases, or
0.1 percent of the cases concluded In the courts. The other six cases, comprising
3.0 percent, were dismissed by the District Court for the Eastern District of Wis-
consin, on its own motion. The fines imposed in these cases aggregated $226,174.
Compromise 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 effected in 107, or 28.0 percent, of all cases dis-
posed of. The total amount collected in all these compromise settlements aggre-
gated $3,042,454. Where a case is considered compromisable, settlements 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 mnbor of cases referred to the Depart-
ment of Justice by the Bureau of Internal Revenue, 53, or 14.2 percent of those
closed, were returned to the Bureau without instituting criminal proceedings.

A number of criminal cases handled by the Tax Division of the Department of
Justice which we feel should be of particular Interest to you are discussed in my
metoraudum to you of June 23 1937, a copy of which is attached hereto.

The foregoing reflects the activities of the Tax Division of the Department of
Justice in criminal tax cases only. Of course, a reat many of our civil cases
involve schemes of tax evasion and avoidance. total of 12,763 cases in tax
litigation was handled during the period from January 1, 1934, to June 30, 1936
and 8,479 were disposed of during that period. Of this number 4,970 were civil
eases, 473 were criminal cases, and 2,957 were lien cases. Aside from the criminal
and lien cases, the various courts decided 2,900 of the civil cases (not including
1204 cases decided under the Agricultural Adjustment Act, the Kerr-Smith
Tobacco Act, and the Bankhcad Cotton Control Act in favor of the taxpayers).
Of these 2,906 eases the Government won 1,990, or 6V percent, and the taxpayers
won 808.

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 copies of my
memoranda to you of June 18 and 23, 1937, reflecting the efforts of the Tax Divi-
sion of the Department of Justice in regard to the subject of schemes and devices
to evade and avoid income taxes, and eases handled by the Department of Justice
relating to that subject, which you may use as you deem proper.

I trust that the foregoing supplies you with the information you desire.
Very truly yours, JA. W. MoRIBs

Assieant Attorney General.

DzPATMUENT OF JUSTION,
Washington, June R8, 1987.

Memorandum for Mr. Oliphant, General Counsel for the Treasury Department.
In accordance with the statement made in my memorandum of June 18, 1987,

relating to civil tax cases, that I would submit a supplemental memorandum
covering in a general way our experiences in the prosecution and disposition of
criminal oases involve g tax evasion and avoidance I submit herewith such re-
port, based upon the speolic oases mentioned., - .
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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.

Therp are, of course, a great many 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., is 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-
cuted, 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 such cases. You
will, of course, be able to draw your own conclusions from these cases.

Ford Alexander, Whittier, Calif.: Convicted of evasion of corporation income
taxes by omitting from the books many. invoices for services rendered by the
corporation, and diverting the receipts represented by such invoices to the defend-
ant- also by falsifying and "padding" corporation expenses with personal bills.

Frank If. and ., T. Asbury, Los Angeles, Calif.: Defendants entered pleas of
nolo cnntendero to charges of evasion of individual and corporation income taxes.
Evasions attempted by overstatements of corporation expenses and understate-
ments of income, chiefly by means of falsely claiming right to report income on
basis or installment sales.

C. J. Barber, 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.

Charles B. Beuseher and John L. Price, Lakewood, Ohio: Prosecuted for eva-
sion of income tax of Beuscher by effecting pretended sales of stock with Price, the
broker to establish income-tax deductions. The taxpayer Beusehor entered a
plea of nolo contondere, and Price was tried and convicted.

Joseph Burr, Barney Gisnet, and Henry Minsky Chicago, Ill.: Prosecuted for
willfully attempting to defeat and evade their individual income taxes. Evasions
were attempted by maintaining false and fraudulent books and records, omitting
sales, Inflating cost of merchandise purchased by fictitious 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 Stales (80 F. (2d) 502, (C. C. A. 7th)), certiorari
denied by Supreme Court.

William D. Ch~dick, Mercedes, Tex.: Conviction 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. United States (77 F. (2d) 961, (C. C. A.
5th)), certiorari denied by Supreme Court.

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

Dr. M. L. Custer, St. Louis, Mo.: Entered plea of nolo contenders to charges
of evasion of income taxes attempted by maintaining two separate records of
profession receipts from patients, and submitting income-tax returns based upon
the smaller amount of income recorded in only one of the books,B. C. Devean, Detroit, Mich.: Accountant who pleaded guilty of evasion of
corporation incone tax, attempted by concealing profits upon books and records
of corporation and disguising them as salaries and other expenses paid to the
stockholders.

Daniel F. Durls, Belmont, Mass.: Pleaded guilty of evasion of income taxes
attempted by maintaining bank accounts in fictitious names and by completely
failing to file returns and report largo amounts of income received in illegal
alcohol-manufacturing business.

Harry J. Felz, Chicago, Ill.: Pleadod guilty of tax evasion attempted by having
"commission" checks made out to and cashed by employees who were required
to turn such amounts over to the defendant, and by claiming false income-tax
deductions accordingly.
* Arthur ,Flogenheimor, alias Dutch Schultz, Now York, N, Y.- Gangster, and
beer racketeer prosecuted for evasion of individual Income taxes based on unre.
ported partnership profits from illegal beer business. Evasions attqmptcd 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 jur'.

S. 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 evasion 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.

G. 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, St. Paul, Minn.: Convicted 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. Defendant also had a
concealed interest in a Cuban distillery, from which he received unreported income
(Gleckman v. United States, 80 F. (2d) 394 (C. C. A. 8th), certiorari denied, 297
U. S. 709).

L. B. Haberle, Jacksonville, 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.: Prosecuted for evasion of corporation income tax
by omitting and understating profits and claiming losses on account of transac-
tions which were, in fact, mere exchanges of property. District court directed
verdict of not guilty.

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

S. S. Kramer, Detroit, Mich.: Pleaded guilty of evasion of corporation income
tax, attempted by concealing profits upon books and records of corporation and
disguising them as salaries and other expenses paid to the stockholders.

Morris and David Lisansky, Baltimore, Md.: Conviction of conspiracy to
defraud United States of individual income taxes. Frauds attempted by filing
false partnership Income-tax return omitting large amount of partnership income,
and filing individual returns based thereon. Defendants also kept false set or
books, recording only a part of the total income (Lisawky v. United States,
31 F. (2d) 846 (0. C. A. 4th), certiorari denied, 279 U .. 273).

Charles Marra, New York, N. Y.: Entered a plea of nobo contendere to charges
of evasion of Income taxes attempted by maintaining secret bank account int6
which money diverted from business was deposited and not reported in income-
tax returns.

Charles E. Mitchell New York, N. Y.: Prosecuted for evasion of individual
income taxes by effecting pretended, fictitious sales of stock to wife to establish
income-tax deductions' a so by omitting $666,000 received as part of a "manage-
ment fund" from the NationalCity Bank. Defendant acqulttd by jury in 1933.

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, Conviction reversed on technical grounds (Nicola
v. United States, 72 F. (2d) 780 (C. C. A. 3d)).

Moses L. Parshasky, Brooklyn, N. Y.: ProsccUted for evasion of Individual
and corporation income taxes. Evasions attempted in corporation case by over-
statements of purchases and claiming improper and illegal deductions for salaries,
wages, and selling expensco. Evasions attempted In individual case by under.
statements of salaries, interest dividends, bonuses, commissions, and profits on
sales of stock in tax return. defendant pleaded guilty in January 1937.

Christian P. Paschen, Chicago, Ill.: Convicted of evasion of individual income
taxes. Evasions attempted by concealing large amounts of income from books
and records, and omitting same from tax returns. Also maintained lWo.t n bank
account in wife's maiden name (Paschen v. United States, 70 F. (2d) 491 (C. C. A.
7th)).

L. M. Prewitt and wife, McAllen, Tex.: Pleaded guilty of failure to file income-
tax returns, reporting income received from operation of radio program which
was operated by two corporations of which Mr. Prewitt was employed as an
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official, and the corporation funds were withdrawn for personal use, but not
reported in any tax returns.

Edward 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 recently pleaded guilty.

Gustav W. Snyder, Columbus, Ohio: Pleaded guilty of evasion of income taxes
based upon operation of slot machines and candy manufacturing business, many
of the profits of which were kept off the books and concealed in separate bank
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 the income-tax returns; anrd 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,
understating 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.

Paysoff Tinkoff, Chicago, Ill.: 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
account, and not reported; and false deductions claimed forbad debts. Newman
pleaded guilty, and Tnkoff was convicted on trial (Tinkoff v. United States, 80
F. (2d) 808 (0. C. A. 7th), certiorari denied by Supreme Court).

Jacob Troy, Wilkes-Barre, Pa.: Prosecution for evasion of corporatloii income
taxes, chiefly by omitting from Income-tax return $200,000 received fr,) retail
oil and gasoline sales, as recorded on books and records. Verdict of iot guilty
directed by District Court on account of Its exclusion of bank-deposif vidence. ,

Irving Wexler, alias Waxle Gordon, Now York, N. Y.: A "cer baron" and
racketeer convicted of evasion of individual income taxes and conspiracy to
defraud the United States of income taxes. Defendant operated large Illegal beer
manufacturing and distributing business conducted in fictitious names, with
bank accounts also In fictitious names. Omitted these profits from returns but
reor ted small "commissions" (Uinited States v. Wariler, 79 F. (2d) 526, (C. 6. A.
2d) certiorari denied, 297 U. S. 703).

br. C. G. Wiggins, Los Angeles, Calif. Conviction of dentist for evasion of
individual income taxes. Defendant maintained patients' cards for only a por-
tion of his patients, kept false books and records, and accordingly reported only
apart of his income. He also kept a secret, correct book of professional receipts
fWiggins v. United States, 64 F. (2d) 950 (C. C. A. 9th), certiorari denied, 290

0*57).
Yvette Co. and David Oppenhelim, New York, N. Y.: Prosecuted for evasion

of corporation income taxes and conspiracy to commit such offenses. Evasions
attempted by claiming false deductions for officers' salaries and diverting cor-
poration income and distributing it among officers and employees; also by charg-
ing personal expenditures of officers and emplo- -s to operating expenses of the
business. Defendants Yvette" Co. and David Uppenheim convicted; two code-
fendant. acquitted.

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

Julius Zwelg, St. Louis, Mo.: Pleaded guilty of evasion of income taxes based
upon large unreported Income from gambling and "numbers" game operated in
fictitiouR name; also by maintaining several undisclosed bank accounts.

very truly yours, JA. W. MORuISO

Assistant Attorney General.



TAX EVASION AND AVOIDANCE

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 CHAIRMAN. 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?

Mr. OLIPHANT. That is right. It covers separations from the
Bureau during the lost 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 FOLLEMTTE. I ask that it be incorporated in the record,
Mr. Chairman.

The CHAIMAN. Without objection it will be incorporated.
Senator LA FOLLETTE. As I feel this is one of the important phases

of this whole problem.
Mr. TUEADWAY. May I ask, Mr. Oliphant, is there any reference

to the places or cases in which these men have been employed in
appearance before the Treasury?

Mr. 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. TREADWAY. This is simply a statement of those that have been

separated from the Department rather than a statement of any
activities they may have indulgea in since then; is that correct?

Mr. OLIPHANT. 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. TREADWAY. You have a scheme whereby any attorney must
designate that he wishes to practice before the Department?

Mr. OLIPHANT. That is right. 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 Treasury
Department a committee of three distinguished men who work on
these cases and handle both applications for enrollment and com-
plaints against ractitioners and make recommendations to the Sec-
retary for his oficial action.

Mr. TREADWAY. This list is purely technical in a sense of those
that may or may not have appeared at some time or other

375



376 TAX EVASION AND AVOIDANCE

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

Mr. OLIPHANT. That is true.
(The list of former officers and employees in tax practice is as

follows:)
FORMER OFFICERS AND EMPLOYEES IN TAX PRACTICE

The attached, submitted for the committee's record, is a list of former officers
and employees of the Treasury Department who handled tax matters during
their service with the Department and who, after leaving the Department,
were enrolled by the Committee on Enrollment and Disbarment and thus author-
ized to handle tax matters before the Department. The list, arranged alp ha-
betically by calendar year of separation, covers a 10-year period beginning July 1,
1927, and Is furnished pursuant to the committee's direction on Senator La I ollotto's
suggestion. (See pp. 418 and 419, vol. 5, of the hearings.)

1927

Name Designation Date 5ep a,rate(

Adkisson, Jesse D ................. Agent ...... ..................... Oct. 31, 1927
Allen. Raphael V................... Auditor ......................... Sept 1,1027
Anderson, Harry ............................ Agent ....................................... Nov. 30,1927
Bender, Imao I ................................... do ...................................... July 27, 1027
Bohrer, .Toseph ........................ do ...................................... Aug 31,1027
Burke, John Jay .................... C ashler ..................................... Jo.
0an, Joseph L ...... .......... Agent ....................................... Do,
Callow. Clinton R........... .do ....................................... Nov. 30,1027
Coppook, jal A. ...................... do .......................... Sept, 30,027
Dawson, Coyd 0 ....... do......... .......................... )oc 16, 1027
DiOlacomo, James C ............... .... do ....................................... Aug. 31,1027
Farney, Ueorgo M.....................(o ............................ Dc. 24,1927
Feigenbaum, Fran . ..................... do.. ........................ July 1, 1927eanible, Howard W ................. do ............................ Nov. 30,1027
Oeltz. James Anderson ..................... Assistant attorney.................... Dee. 15,1027
(oddqrd, Fred )..................... Agent ............. A1g. 31,1927
Gregg, Alexander WV............... general Counsel (Internal Revenue). Oct. 10,1027
Ortiberg, Samuel .............. ......... Agent ................................ De. 31,1927
Hackman, Logan F ......................... Attorney ............................... Aug-31,1027
hankin, Or gry ................... (10 ....................................... o.
Harrison, Willam H ........................ Valuation engineer ........................ De. 8, 1027
Heydendahl, Victor ......................... Agent ....................................... )e. 1, 1127

ligley, Elmer K ...................... do.......... ................ Nov, 30,192"
Hunt, John H. ............................ Agent (estate) ...................... A ug 1,51927
Jarvey, William A .......................... Agent ............................. Oc. 11,1927
Jones, James H..._... ..................... Junior attorney ............................. D . .30,1027
Kllnger, Paul 0 ............................. Auditor ..................................... July 6,1927
LaRue, ClaudeP ................... Agent ..................................... Oct. 31,1927
Lowrey, Fred ..................... Agent (estate) ............................... Sept 20,1927
Mayor Natha N .................. Agent ....................................... Nov. 8,1927
Mills Jobhp ............................... ................................ Dee. 7,1927
Morris, lo n V .................... Assistant attorney .......................... Nov. 15, 127
Overholtzer, Ralph F ................ Acting collector .......................... Nov 10,1927
Ravenel, Henry .................... Attorney.................................... Nov 15,1927
RIstlne, John .................... Special assistant .................... Sept. 18,1927

togers, John II.................... Agent .............................. Sept. 27,1027
Scnltzer, oaob ............................. .. .... .......................... Nov. 15,1927
Shepard, I)onald D ......................... Attorney .................................... Oct, 22,1927
Smart, George B ........................ ept 0,1927Smith, Shade (1 ............................ Chief Aualt Section ........................ Aug. 17,1927

8tc y Aug. 1,1927Stickney,..llarry ....................... Agent ............................... Oct. 81,1927
Wasson, 0oert 11 .................. Auditor ......................... July 18,1927
Williamson Edwln L ................................... Nov. 4,1927
Wlseman iohn .................................. go. 15,1927
Witter, oeorgo ................ Attorney .......... .............. ov. 7,1027
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Name

Abel, George It .............................
Adams, Jesse B ..............................
Appuhn, William V,, Jr ................
Austin, W. Leo ........................
))each. Donald H ............................
Iaker, Bentn...
Derknn, Nathan . .
Leader, David ...............................
Borden, (ranville S .........................
Iraley, Carl H ..............................

Drown Charles ...................
Browning, Hugh C ................
Bulger, John ...............................
hunker, Reynold F .........................
Bush, FloydW .............................
Clark, Herbert W ...........................
Coffee, Arthur B,, Jr ........................
1)aubln Meredith M ......................
Defoe, Paul W ...........................
Dolehanty, Thomas 8 .......................
Devine. 111ward A ..........................
Dudley, Thomas P., Jr ......................
Fischer, srnet ...............................
Fihr, Jospn rad ........................F sor, Barnett 11 ......................
Fisher, John I ..........................
Fisher, Marion N...........................
Fox, Bernard P .............................
Frey, John C ................................
Fulwiler, Rohert A ..........................
Fyfo Edward J ...........
Oavin, 'l'iOnlas F.......................

elser, Edward .............................
Oldez, Max .................................
Gilbert, Joseph 1) .... ..............011fix, Charles ...............................
Gillesplo, Vincent E .........................
Oladwill, Rudolph 11 ........................
Gran, Clarence ...........................if ekey, Charles J ............................
11lokey, Jamels W ...........................
Hooley, Harry H...F.........................
Jones, William Arch .........................
Justice, Clarence M.........................
Katopothls, Steven F .......................
Kelly, Timothy J ...........................
Koster, Gleorge H ............................
iamparter, Ernest W .....................

ng, a iayond 11 ..........................
La nyman, Willia M ........................
Leosley, FIrank W .........................
Leslie, Frank C.......................
Luebbeors Joseh 1...................
Lundin, 1ustaf C3. ...................
M vo Joseph P.......................
Meoough, Pah lok J.......................
Me~regor, Arth1ur ...........................

Mollugh Simon F ..........................
Mann, Wilbur B ..................
Marsh, Norman W ..............
Meoyr, Charles A ...........................Mi 0-11, Don R .. ....... .............
Miller, Edward .................
Monahan, Robert F ............
Moore, W yne i ..................
Moxloy, Charlos W ....................
Mullen, Francis Nicholas ....................
Nash dharlos It ............
Novak, Albert J .......... . ..
0 Brlon, lynn B ...........................
Pfleeger,.Fiod j ............................
Powers, Danlo P ...........................
Prlegnltz, Wllllam A ........................
Baknes, Uoorge N ........................R oe lly, al . ... ' .. . . . . . . . . . .
no ermonIowar. ................
nowater, Henry W ........................
Sc Iet, Frank .............................
Sehwarte Frederick NV ..............
Scott, WeIand W ..... ...........

Designation Date sepa-
rated

Auditor ..................................... Mar. 1,128
Attorney .................................... June 15, 19
Agent ....................................... Mr. 1,1028
..... do .............................. ....... Jan. 15,1928
..... do ....................................... Aug. 20,1928
Attorney ......................... Apr. 30,1928
Agent ............................ Feb. 29,1928
..... (o ....................................... May 7,1928
Attorney .................................... July 30,1928
Agent ....................................... Oct. 31, 1928
.....do ....................................... Dee. 20,1928
..... (10 ....................................... June 30, 1028
..... do ....................................... Ar 9,1928
..... do ....................................... AMer. 3,1928
..... do ....................................... Feb. 25, 10*,
Agent (estate) ............................... June 19, 1028
Attorney ............................. Apr. 7,1928
Agent ............................... Feb. 7,1028

.... do ............................ Feb. 1,1928
..... .do ............................ ay 28,1028
..... (o ................................... ..:Mar. 31,1928
Attorney ................................. Oct. 0,1928
Agent ....................................... Feb. 29,1928
Attorney .................................... Dee 31,1028
Agent ...................................... .Do.
Attorney .................................... Mar. 22,1928
...do ...................................... Oct. 16,1928
Agent ...................................... .Mar, 12,1028
..... (d ....................................... Jan. 0, 1928
Attorney .................................... May 25,1928
Agent .......................... Aug. 1,1928
... .................... ...... Fob. 27,1928
..... do ...........do.......................... Sept. 30,1928
.....do ...................................... Feb. 21928
..... (o ...................................... Jzne 10,1028
. 0 .............................. Feb. 29,1928

.....do .............................. Mar. 17,1028
.... .do ...................................... Dec. 15,1928
..... ........................................ May 15,1928
.....do .............. A....... .. . Aug. 14, 1928
Chlef, Audit Section ................. Jan, 10,1928
Agent ....................................... Aug. 4,1928
Assistant attorney ........................... Mar, 31,1928
Agent In charge ............................. Many 14,1028
Agent ....................................... MNy 31.1028

(10 ............... . . ................ A ir. 18,1028
.....do ............... . . ................ June 30, 1028
..... do ....................................... Feb. 29,1028

........................................ .Nov. 28,1028
.. 0 ....................................... Sept. 20,1028

..... (o ....................................... Dee. 31,1028
Attorney ................................... Feb. 1, 028
Agent ...................................... IAug.1,1028
.... do ................................... an. 80,1028

do ............................. . Sept. 15,1028
...::do ........................ ...... :: M mar. 14, 128

Assistant to member of Special Advisory Aug. 2,1028
Committee,

Agent ............. Mar. 7,1028
(1o .......................... Mar, 31,1028.do ............. ... ".. ".".Apr. 30,1928

Attorney .................................... May 12,1928
Agent ....................................... Aug. 9,1028
.....(o ..................................... June 18,1928

.do ................................ Oct. 7.1028

...................................... Nov. ', 1028
Agent (estate) ............. ............... Jan, 31'1028
Agent ....................................... July 31,1028
Assistant to Commissioner .................. Mar. 31,1028
Agont.................................... Aug. 21, 1028

..... do ..................................... Nov. 20,1028
...do ................................... Jan, 31,102

.do V..........................Au, 1,1
Technic adviser ........................... 0 23,102
Agent ....................................... June 30,1028
... o ...................................... Sept3 0, 1

..do .................................... p Au,30,1
..... do .......................... June 30'1
..... do ............... ............. Alg. 1,I

.do .......................... e. 0 31,1028
Attorney .......................... Oct. 10, 128

377
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Name Designation Dt ea

Sheppard, Herbert C ......... Agent ....................................... De. 31,1028
Solum, Karl J ...................... do ...................................... Jan. 31,128
Sullivan, Patrick J ............................... do ..................................... Feb. 11,1028
Taylor, 7arry E .. . . . . . . . do.......................... Jan. 31,1928
Thompson, George B .................. .... do ...................................... Nov. 21,1928
Wadin, Olaf A .............................. Chief, Field Division ....................... Dec. 15,1928
Walker, Sam. el A ........................... Agent ....................................... Apr. 30,1928
Well William E ............................... o.. Jan 31,1028
Wha.en, Matthew ........................... Clerk ...................................... Sept. 30,1928

1929

Abrams, Jack ....................
Anderson, Roy Louis ...... .........
Appel, Lewls ................................
Balsai, Fred ...........................
Bewley, John M ............................
Blair, David I ..............................
Bloomfleld, Clifford N ......................
Bond, hlenry It .............................
Bouchard e .......... 
Broude, David. ...................
Brown, Clark ' .............................
Brown, James Vincent ......................
Burke John F
Carroll, Walter i ...........
Chandler, 0. A .............................
Coleman, George J ..........................
Dale, Geo. N................................
Delbert Arthur 11Easby-Smnitlh Frank S .................
Faris, lobert L, Jr .........................
Finloy, Robert M ...........................
Oerard1, J. A ................................

leason J. I oward ....... .......
Glenn, Villiam B ...........................
Gorham, It. 1) ..............................
Oraham, Warren C ..........................
Grant, Wilbur 8 .............................
Graving, Lawrence It .......................
Ilarrigan, Ralpli M ..........................
Harris, (leorge 1I............................
Iterr, Oooige 8 ..............................
H ill, jisills, Jr ...............................

ills, hI.rry w .............................
Howat. harold B ...........................
Ilubsohman, Albert .........................
luntor. Donald V ...........................
Katz, Ilymnan Louis ..........................
Keegan John B
Take, Edward d:................
Lesser, Moo A ...............................
Levln, Manuel M. .................
ju dstrom, Harold A ...............

nch, James J...................
ioConlogue Daniel P..............
ie iennan. ,iy 0 ..........................

MoKeo h MIohel F .......................Moeak, Osear ...............
oRober oert ...............

Mousadorfter, Christian II ..................
Mongeau, Ilector A.........................
Moorehead, Andrewlt .....................
O'Callaghan, JMs. A .........................
Oppenheim, Morris D .......................
Perry, Arthur L .............................
Peyton, Paul L. ...................
hter spend B ...............

Prout, Rlohard J ..................
qunan John A ............................

uinn, VItrlek I1 ...........................
leader, WIm It ..........................

Relek, Mre. Mabel .......................
titter ush, Ilehmond It ..................
Sanders, Wl tpey B .........................
Sax, SainuM . ...................
Shinn, HatrlW ....................
S1avik, Frank ............................
Sloan, John 8t ..........................
Smith, Charlen W ........................
Smith, James MJr ......................
Smith, Norman A ...........................

Agent .......................................
... o .........................
... do ..............................
...(....................................

....(10 ..............................
Cominlnloner ...............................
Agent .......................................
Assistant Secretary ..........................
Attorney ....................................
Agent .......................................
Attorney ....................................
Agent .......................................

... ..o..............................

...(0 ............................
Auditor .................................
Agent ...........................
Attorney ........................

.(0...........................

...:.(O................ ..........
Agent .......................................

.....do............................
Auditor .....................................
Chief, Income Tax ..........................
Agent ...........................

.(10.......................
Senior attorney .............................
Agent .........................

..........................
..... do ....................................
..... oo .. .er............... ...
Auditor .....................................
Adm.nstrative offer .......................
Ago t .......................................
Atdtor ...........ney.......................
Agentor ....................................
A oe .............................
Aon y. ............. .........
Agtrn ....................................

.(en . ..........................
......... .......... .......

(10 ................ ..... ....
.::::do.........................

.. do........................
.....do......................... .
.....do................................
A dto .....................................
A.dto .....................................

.ge.do ......................................

.do ................................
At: e ................................ do... ....................... ......
Attorney ....................................
Assoa attorney .................

...do ......................................

r ....do... ...... ............Aottor.......... .. ...........
Agent ...................................

...................................
.....do.....................................

o ............................
Atto.ne ...................................

.do ..................................

•I..... do .......................................

378

Sept. 30,1929
July 31,1929
Jan. 30,1929
May 31,1 29
Apr. 15,029May 30,1|02
Nov. 18,1929
Sept. 1, 1029
Feb. 28,1929
Feb. 18,1929
Jan. 17,1029
Mar. 30,1929
June 30,1929
Jan. 31,1029
Apr, 5,1029
Jan. 21, 192
Mar. 21,1029
ept. 22, 1929

1ept. 30,1929
c. 7,1029

Jan, 28,1929
Fob. 0:,1029
Apr 4,1029
Freb 13,1029
July 31,1029
Jan. 10,1029
Oct. 15,1029
Deo. 31,1029
Fob. 13,1029
May 30,1029
Nov. 25,1029
May 14,1929
Jan, 19,1929
not. 31,1929
Feb. 11,1029
July 14,1029
July 31,1029
Dec. 31,1029
o. 10,1929PSI, 15.1029

Sept. 30,1929
June 13,1029
Apr, 24,1920
Oct. 22,1929
Nov. 30,1029
Feb. 9,1029
June 19,1929
Feb. 15,1929
June 30, 1929
Feb. 19,1029
Jan, 80,1929
Mar. 9, M12

une 30,1920
an. 15,1029

mJar. 17,1029
Feb. 8,1929
Apr. 11,1929
Bept. 30,1929

m ar , a1 92
June 11,192
Jan. 81,192
Felt, 4, 1920
Apr. 7, 1929
Apr. 30,1929
Apr. 27,1IM
June 15,1929
July 81,192
Jan. 7, 1920
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Date Nem

Nam Deslgsation rate?

Sullivan, Timothy D ........................ Agent ...................................... Feb. 6, 1929
Thomas, L. Easpern ................... do ....................................... Feb. 14, 1929
Thurston, Troy . ...................... do ............. Jan. 31,1929
Van Burgh, Lisle R ................. Agent (engineer) ................... Apr. 1b,1929
Witter, Oeorg e ............................ Attorney ............................. 28,1929
Wyland, David ............................ Agent ............................. 1Feb.I,1929
Yates, George ............................ Chief, Income Tax ........... ....... Oct. 22,1929
Yeager, Robert L ............................ Agent ...................... .......... Sept. 30,1929
Yoatter, 3. Calvin ................. .... do ....................................... June 7,1929
Zimmerman, orge ................ ... do ...................................... Feb. 28,1929
Zimmerman John H ................... do..................................... Jan. 10,1929
Zuelsdorf, William ..................... do ..................................... Feb. 13,1929

1930

Alvord, Ellsworth C ........................ Special Assistant Secretary .................. Oct. 1, 1930
Austin, Albert 11 ................... Agent ....................................... Feb. 1,10.0
Bagshaw, Albert Edward...............Assistant attorney .......................... Feb. ,1930
lir tt, Richard J ............................ Agent ........................... Apr. 30,1930
lick, Frank P ....................... do ........................... Feb. 24,1030
Buckley, Frank ............................. Senior attorney ............................. June 30,1030
Ilurischor, Albort W ...................... Agent ............ . * ............. Ang. 31,1930
CordiOssle M ............................ o..... do ....................................... May 31,1030

ornlsh, A. P ............................... Chief, Income Tax .......................... July 3, 1930
Dolan, ''lnmis J.. .................... Agent ....................................... Oct. 31,1930
Emerson, Hloward ..... do . ..................................... Feb. ,1030
Evans. (leorgo 'T ............................ Assistant to Collector ...................... Juno 10,1930
Fenton, Alfred T,., Jr ................ AROnt ....................................... Jan. 31,1030
lammond, William Linwood ............... Assistant attorney ......................... Sept. 27,19:10
Hudson, John M ............................ Attorney ................................... Sept. 30,1030
Jone, Harry L ...................... ... do ...................................... Alpr. 4,1930
Kash, Kelly ......................... do ........... ....................... July 31,1930
Kelley, EdwardB 1.................. .................................... Apr. 7, 1030
Kennedy, William J ................... ... 0. do ....................................... Jan., 31,1930
KilcoynoJohn o ............................ Associate attorney .......................... ., o,
Kosters. Lawrence J ................. Senior attorney.. .................. Mar, 8,130
Loaeh, Rossman 1) ................... Agent............ .............. May 14, 1930
Lwis, Ward It ............................... Oct. 31,1930
iLucas, Hobert H1 .......................... Aug 1,1930
McDowell, Maxwoll P ...................... Attorney ................................ ee. 13,1930
Olmstead, Edwil n ........................ Agent ........................... Feb. 1,1030
Prinzing, John r .......................... ............................ June 30,1030
fliplptoo, Walter o ................... .(10................................... Jan. 31,1930
Ill~ssnger, Dniel AW .......................... do . ........................... ),
Stnk, Patric K ....................... Valuation engineer .......................... July 8, 1930
9winglo Floyd J ......... Agent ........................... Mar, 2 ,1030
Terry, tanly ............................................................... May 1930
TruHtt hfughey B ........................... Assistant attorney .......................... June 3,1930
Wright, Vorno I! ............................ Agent ....................................... De, 31,1930

1031

Carroll, Mitchell 1 .......................... Attorney ...... .................. Mar. II, 1931
Clawson, Saimuel 0 ................... . do ....................................... Mar. 7, 1931,
Donoker. Walter V .......................... Auditor ..................................... Mar. 8, 193

rmos, Wa-re .................. Attorney ................................... N ov. 21,1931
Hope, Walter E. ................... Assistant secretary .......................... Mar. 18,1931
Luce.Llewellyn A........ .......... Attorney .................................... Jan, 8,1931
McFlroy o R .......................... Agent ...................... ............ Aug. 31,1931
MaNus, Y'aul F .......... ........... ........................... May 31,1931O'Conner, Mles . ................. Attorney ..... .... ................... Aug, 7,1031
Pearlove, Edward .................... Agent ...................................... Jan. 31,1931
Wolkoff, William ............................ . .do ....................................... DO,

1032

onsted, Cltude ................... Asistant to Colleetor ................ oe, 81, 932
Id fatouv . ................... Agent ....................................... 18,1932

O in, oy- 0.......................o .......................... Feb. 9 2
Freedman, iram ...................... do...........................J 1. , 19
(reon, Dwight 11 ........................... Attorney .................. .......... Aux. 10919
Martin, Arehie A ............................ Speelal agent ................................ July 81,1o92
Meacham, Agone .................... Attorney ................................... Mar. ,1932
Norton, Earl ....................... Auditor .................................. May 10,1 31
Owens, 0. Clifton ................... Attorney., ........................ Dee. 17, 2
Rare, .Ernet ..................... Agent In oarge .......................... Au. 0, 1L
Suy(am, Staley A .......... . .. A attorney ........................ . 9,19,
Wooy, y hard Hay ........... Senior aorney. ................... June 0, i90a
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Name 1)eslgnation D~ate sepa.-
I I rated

Acheson, D~ean ( 1........ .......
Haldridge, Pressly It ........
Ballafitine, Artlhur A ........
Barnard, Charles A.............
Barnes, John1 Potts .....................
Bromeron, 1). Lois.....................
Bierrien, Laura At..............
Birch, Arthtir %V..................
Bird (loore %V................
Boyd, IWilliarn II.............
Britt, James 3 ............ ..............
Btirnet, 1)avltl........................
Camneo, heniry J3.......................
(1arlion, Alar 1k W .....................
Ctirragher, llei It..................
Charost, Clrdence At...................
IDouglass, Charles i1....................
Downer, Jines Arthutr .................
1)ugean, IWilliarn .......................
Votes, Rtobert Mt..................
3"ionelI, John F...................
(lbbs Julian (1 .....
owbson, Llod ::..........
Ifealy, Joseph11 It .....................
Ileonuess William I ...................
H ewes, 'Illoilas.......................
Ilubbat-h William J...............
Jackson, homer A .. ::..............
Johnson, Hverett C ....................
Lockwood. John, Jr....................
Mcliride, (baorgo At....................
McConnell, 11. F......................
Macllarrle, Edward........
Mahanly MaxwellM dsn.....
Mali n, Hlilary 1) .......................
ManlIpe, Thomas.......................
Mathers, (baorge A ...................
Merrigan, Lawrence...................

Mires, horris F .......................
Moll, Arch U(.........................PrsLesle A .......................
Poe, 111uris .............................
Itawion, Preston 0(....................

li vthNildred H .....................
fletd,. rost W .......................
Rogers, John It .......... *............
Rose, Josiah 1'.............1. ...
Savoy, Prow..................
Scott, Ralphl S........................
Smith, Hrrett 0(.......................
Sn gdlep, Ollhort .......................
Tait, Unli to.........................
Tall, Bernard..... ..............Wilkins, Thomas M...............
Wil$oon, 111fI A ......................
Wilson, IV l F ....................
Wouwoith, Fred 10....................

Under Secretary.......................
Spe cial 1)eptity Comini ss loner...........

Under .Secretary ......................
Attorney ..........................

.....................do...............
..................(1... ...................

Chief, income Tax .................I....
Assistant to Collector............
Attorney......................
Chief Consel .......................
Commiussioner .......................
Attorney..............................
Chief. incomernTa.................
Associate attorney% .................
(leneral Couinsel (Internal Revenuo) ...
Assistant to Collector..............

........ ..... o...... ........................
Collector.............................
l)epuity Commisslonor .................
Special agent .........................
Attorney ............................
Senior engineer........................
Chlef 1field dopuity................
Agent .........................
.................(1o...............................
Assistant secretary ....................

liet...........................
Z!9111 one lty .....................
A gent..............................
......... ..... 0.............................
Chief, lincoi'e o1ax DiIvision...... ::......
Attorney...-. .....................
Assislant. chief fleld deputy ...........
Attorney........................
......... ..... o.............................
Olhief 0111cc (lepllty .......... ......
Attorney ..................... :......
Collector.............................
Assistant, to (Cominnssioner..............
Chief, Field M~vlslon ........

CheIncome and Misco,)hmnoous ivisin1..
Collector.............................
......... ..... o....o........................
Assistant, to oollector..............
Attorney ............................

81)oa oedeptity....................
....................d ........................
..... o ...........................
.................. .........................
Colle1ctor........................
......... o......................................

Cholecom T.......................

Collector........................

Nov. I16.1933
l)ee. 31,1033
May 15.1033
Juily 15, 1933
Julne 1.19-33
Oct. 10,19.33
July 15, 1133
Auig. 31,19)33
Oct. 31,1033
Oct. 10, 1M33
Maor. :11, 19.33
May 16, 1933
Nov. 2,1933
Hept. 61,1933
Julne 30, 1033
Auig. 22,1933
IDo,. 31, 10)33
1)00. 19,1033
A pr. 30,19)33
July 16,1933

D~o.
Autg. S8,1933
Sep~t. 19, 1933
Dee., 15,1033

De, 12.19:13
Auig. a 1, 113
Dee, 31, 1933
Oct. 9, 1933
Sept. IA, 19;0
Auig. 9,1933
July 15,193:)
Oct. 24,19)33
July 31,1:13
July) 24, 1933:
Mlay 31, IOU
Jully IA, 1033
Oet. 15,1933
Mlar. 4,1033
H014, 4,193:)
Sept, 30,1933

July 11,1933
Nov. 15, 1933
July 15,1033
Aug 01933
Juy 9,11)33Jime 10,o'Auig. 21, 1933

July 15,1933
At g. 24,103
July 4,1033
Jul y 15,1933
Sept 11,1033

JtR. 31,193:1
Sept. 3)),1933
Aug. 15, 1933

1034

Abel, (boorge..........................
Allen), Janm WV... .......
Ahan41d, Arthtlr I
Butler, flersel H ........ ...........
Carlin C. Keith .......................
Driver, Lewis Rtobert ..................
gilbertt, Cilarloi. ....................
(Ilaspey, Clillord UC ..................
Iluteo4n' 1OV .......................

an~toll, As ........................
Moyerm, Joehn K . ....................

Ogle-troe, (.lergo 0.....................
Park, Frank C.......................
Petorsn, Claude Ip .................
Prettyman, 11. H33...................
Iteddith, Craig J4...... . . . . . . . . . . . . . . . .

Agent.........................
............... .........................
Tehical adviser.....................

Chief, Income11 Tax ....................
Attorney .............................
Auiditor.................
ChEO, Fil )vso............
Ch~qi, lncoulo Ilax.....................
B)ookkeeper ..........................
Chief, Fileld M)vlslon.............
Attorney......................
Special assistant to the Secretary..........Senior toolhnlcal adviser ...... :.........
Assistant to Collector ..................
Agent ...............................

........................it ........................
lneral Couinsil (Internal Itevenueo).::Renlor teehnoea adviser ..............

Auto, 28,1034
D)ec. 31,19:14
Dev. 1,1934
Jumie 39, 1934
Mlar. 31. 1034
Out. 31.,1934
Janl. 31.1934
A pr, 2$, 0934
JDec, 15,11)34

Ma 8I, 1934
Nov. 1,1034
Oct. 2A3, 10)34
Feb. 16, 193:4

June 15,.1034
Nov. 15,1934
Mar. 8,1934
Mar, 21,1034
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1934-Continued

381

Name algritionDato sepa-Name esigntionrated

Behlosser, Frank 11............. Attorney ................... Mo. 43. 1034'roonjoy, Floyd F.............. ... t ... t................ Jail, 15, 1934
Trainor, Josop 11 ......... . do.... ................... July 8, 1934
Wheeler, John It.......... ....do................... Mfar. 1,1934

1936

fartholow 11 It.............. At t o r n ey.................. Mar. 11, 1935
Blyrne. Williamil 0...................... Agent................................ July1,93
Davidson, Rtoy N ...................... Asistant to Collector .................. c. Z3,1935
hiloy, Amibrose W ..................... Amistant Chief Income Tax.............. June 30.1935
itihen, Harlan It...................... Special agout .......................... Oct. 31, 1935
Keei;, K Nlward J., Jr................... Agent... ............................ Nov. 8, 1035
Javery, 'i'lionias 0 .................... Attornvey.............................. Sept, 23, 1935

IAattheows, Wri glt ..................... Asistant to Cominmssioner...............1)oo. 3t,1935
Moore, Daivid C(.......................Attorney.............tig. 31, 1935

1'insodon Carls A..........ChieIf feld d....uty ................... ar.3013
P'olk, Jameos K......................... Attorney.............................Nov. 1,1935
Priniot!, Morris NN ..................... Agent................................ Nov. 30, 1935
S prh, er, (leorgo A .................... ... d (o...............................Nov. lt5, 1936
St rndherg, Chas. F'.,Jr................ ..... d(o .............. p................ Oct. 10,1035
Voltz, Irwin A........................ ... d (o...............................Apr. 6,1935

Dliego], 1Herman C ...................... Atmorney..............................l Me. 0, QM3
Brown, Ralph Wolcott ................. .... do...............................Junite 1,19We
fiutscher, Willi1am 0 .................... Agent................................ Oct. 15,1930
lardwell N% 'P... ............. Iead of division....................... Oct. 23, 19301

Carnes, lret... ............. Attorney .......................... MAY 19,19.10(Inner 1. Ruissell..... ........... COhief, Procesing Tax................... Jan. 3 1036
]far ), Vernon C......... ...........Agn .......................... o. 1593

Me aratd, idn............Attorney ........................ Jan. 24 1930
Mforton, Harry 10............ .......... .. (................... ...... .N ov. .913
Muller, Rdward At.....o...............Bitupervisor, A. and 0. Unit.............. Jan, 3 ,1938
Pierce, Ain It ........................ Attorney....................... Jan. 24,190
HRgers, Cleorgo..............d.......................... Ma 31, 19386
Shanahlan J11. AA*~ot............ .......................... N. 1 27,1938
Smith, J. IMuk........ ton).............Atre ........................ Jan. 31, 19311
Turney, Clayton IF......................Assistant (letieral Counsl...............Jtine 1,1930O

1937

hlrabson,(leol ) .............. Attorney.,......................... may 81,1937
1)avi4, Win, dd...................... ..... (to ............................ Jati. 7,1937
Dowlln1[u Iftllit........................do ........................... Jupo 22,1937

Tis~ipaithtt10 F......I............... .'i'e(Ittttea adviser................. Jul111y 11,1937
(Ieney, John F...................... Attorney ............................ Jutio 30, 1937

iarhin, John 0...............Armistant general counsdl ................ Jail. 1,3937
Lo0w, Blrtce A .... I.................... Attorney ............................ Feb 16, 937
Montgomery, Newton ................ ..... do................... ........ Jtune 11937
Mhelton, D)avid It..................... ..... d(o ........................... :: Jtune 519137
11ho0hird, 1)ewev To........... ......... 'Toovlini931 adviser................. J1% 1, 01937
Ur it"il, Francis It...................... Attrney..... .................... Jan. 28,1937
Wilson, Itioliard W ................... ..... do .. ............................ Jan. 30,1937

Under Secretary~kIL MAxThe next matter for which I havoc noted
a request, Mr. Chairman, is this: I think, Mr. Treadway requested a
memnormndum showing the activities of tho Bureau in connection with
tho 1wig~ht and1( other cases involving the Bahamas inlsuratnce com-.
palmws, sIlowilig the (docket entries which wore made by the Bureau
antd what its activities were (hiring the period that the files wore
under consideration by the Buiroau.

We have also hero the files in the cases which were likowiso requestedi
by the committee. May I say ivw that as soon as those files have
served your 1)Urposos we would be glad to got theni back, because, 118
we salt to you wheon those cases wore presented, there firo 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.

Senate:- LA FOLLETTE. I originally made the request for the files
in this case, and I now make the request that theybe turned over to
Mr. Parker and his staff. I have some matters I want looked into.

The CHAIRMAN. Without objection, the request will be complied
with.

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

Under Secretary MAGILL. They go into the custody of Mr. Parker?
The CHAIRMAN. That is right,
Under Secretary MAGILL. We brought up the files in three or four

other cases of the same sort.
Senator LA FOLLETTE, Mr. Parker requests, 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.

Under Secretary MAGILL. 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 Department relative to the cases of Richard E. Dwight and
others is as follows:)

Hon, RonwRT L. DouarorN, JULY 12, 1937.

Chairman, Joint Congressional Committee on Ta-z Evasion and Avoidance.
My DEAR MR, CHAIRMAN: Pursuant to the request of the conunitteo, the files

in the cases of the following individuals are transmitted herewith:
Richard HE. Dwight, IHenry W. Lowe, Jacob W. Schwab, Winfield Ayres,

George Thorns, Lawrence Marx,
For the convenience of the committee and to supl)lemcnt the chronological

schedules furnished in each of the eases, the following summary observations are
made:

The revenue agent's retort on Mr. Dwight's 1932 return was received In the
Commissioner's office at Washington February 5, 1935, and in the office of the
chief counsel for the Bureau May 21, 1935. Tihe receipt of the report in the lat-
ter's office was for the purpose ot determining, first, whether criminal prosecution
wag warranted and second, if the facts did not warrant criminal procoodings, to
make a recommendation as to the assertion of fraud penalties,

The status of the civil liabilities In each of the cases is duo to the practice of the
Department to defer settlement of civil liabilities, in oases who possible criminal
liability is involved, until after disposition of the criminal Issues.

The criminal aspect of the ease was, therefore, the problem of the office of the
chief counsel for the Bureau from the outset. Some of the matters requiring con-
sideration in reaching a satisfactory conclusion on this issue are Indicated in the
language of Mr. Dwight's own attorney in a letter, in the files, as recent as Feb-
ruary 10, 1937, reading In part as follows:

"In the first place, t Is to be noted that the point fundamentally at issue is
the validity of the deduction by taxpayer from his gross Income of a payment of
Interest. That interest paid, in the iax year, by the taxpayer, pursuant to a
valid and subsisting undertaking by taxpayer Is a proper Income deduction is not
subject to question. That there was, prima face, such a payment in the present
case from a legal standpoint is amply borne out by documents in possession of
the Bureau whose authenticity has not been questioned as far as is known to
taxpayer. If any such question exists, confirmation of such authenticity can be
readily and quickly obtained,

"The prima faclo validity of taxpayer's claim being thus established, the bur-
don would seem to be on the Bmcau to establish the fact that for extraneous
reasons the deduction is improper. This burden can be sustained, It would seem,
only if either (a) it can be shown that there was in fact no such Interest payment
made as is claimed by taxpayer, or (b) (which Is tantamount in result) It can be
proved that the whole transaction was spurious and fraudulent so that there was
in point of law no interest payment and the taxpayer may be considered to have
attempted 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 made 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-
payer. The only remaining question would, therefore, seem to be whether
inherent in the facts of the transaction there exist such circumstances or relation-
ships as to impugn the goad faith of the transaction aixd thus to avoid the neces-
sary legal effect of tile apparent facts.

"Inasmuch as the taxpayer could not have consummated tie transaction
involved without the active interposition of a third party, no consideration need
here be given to that class of situation where malfeasance or nonfeasance of tile
taxpayer alone is involved. That a third party actually existed and took part
In the present transaction would seemn to be apparent on its face; if any doubt
exists as to this the actualities can be quickly substantiated. Tile question
would seem to narrow down, therefore, to whether such third party was a straw
mail, an agent or creature of the taxpayer, under control of the taxpayer, so that
while hcn0ay have existed in fact his status was such as to legaly identify him wvith
the taxpayer. In other words, and to sum up the result of the preceding analysis,
it would seem that the Governmnt's solo basis for attack on tile transaction
under consideration (certainly, at least, in respect of the element of fraud) would
be that the taxpayer had entered into a conspiracy vxith a third party to willfully
evade the )aymont of an Income tax. The important and, In fact, tile only
relevant consileration involved in this question would be tile relationship existing
between the taxpayer and the third party Involved, This would seem to be the
only status or circtnstance upon which tile Bureau must satisfy Itself in order to
properly pass upon taxpayer's claim: If investigation disloses that the trans-
atIo between the taxpayer and such third party was entirely at arm's length
and in good faith and resulted in the establishnent of an ordinary, normal busi-
ness relationship, thon the motive of the taxpayer in entering upon the transac-
tion cannot be questioned and the taxpayer must, at the very least, be oxoncrated
of any charge of fraud."

Tile present status of the criminal Issues are duo to representations made by
the taxpayers and considered by the Department; to the developnlont of the
facts; and, in part to the case of one William Ii. Eshbaugh, mentioned In the files
andi now poll( ing In tile United States District Court for the Southern District of
Now York upon a stilt for refund.

It will be appreciated if these flies may be returned to this office as soon as prac-
ticable after they have served tile purposes of tile committee.

Very truly yours, Guy T. 1 vsaN , Coimisejotir.

WINFIELD Ayimos, M. D.-CALINDAR YEAR 1032-CiRoNo00 IcAL ih1sTonr
OF CASE

March 15, 10.3.-Dr. Ayrcs filed lis 1932 return with collector, third Now
York district. Return showed total income of $22,059.00' a deduction In the
amount of $16,010 as "Interest paid on collateral loans on life insurance policy";
taxable net icomo of $0,040,60, and tax due in the amount of $243,98. There
was no statement attached to the return giving details of the interest deduction.

April 18, 190/3.-Lettor from Dr. Ayres to Treasury Department, United States
Parcel Post Building, Now York City, attention Mr. D. Oppenheim (an Internal
revenue agent in tile office of the agent In charge for the third Now York district)
replying to a communication dated April 5 relative to Dr. Ayres' 1932 return and
advising that a copy of his return was in the hands of his lawyer, Mrs. Shirley
Moore, 70 Pine Street New York And requesting that the agont call there on
Monday, April 18, at i1 a. in., or ilol hone Mrs. Moore if that hour was incon-
venient. This communication indicated that Internal Revenue Agent Oppon-

lmon was at that time engaged In an Investigation of Dr. Ayres' 1932 return.
October 17, 108/,-Internal Revenue Agent I. Oppenhom submitted to the

Internal-revenue agent In charge, United States Parcel Post Building, Now York,
N. Y., a report covering his examination of Dr. Ayres' return for 1032. The
report showed additional tax due in the amount of $1,880.07, duo to the disallow-
ance of the deduction claimed In the return for Interest paid on collateral loans on
life-Insurance policy. The revenue agent's report shows that this item repro
sented interest paid to the Standard Life Insurance Company, Ltd., Nassp
Bahama Islands In connection with a single premium life-insurance policy of the
face value of $460,000. The revenue agent refers to the report of Spbcial Agent
Thomas W. Haneberry, dated August 27, 1984, for detailed Information.
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November 8 1984.-Internal Revenue Agent in Charge C. B. Allen forwarded
to the Commissioner of Internal Revenue the report of Internal Rovenu Agent
Oppenhein and all other papers relating to the exami nation of Dr. Avres' return for
1932; also a copy of the report of Special Agent Thomas W. Ilanisberry, dated
August 27, 1934, together with the 1932 return, photostatic exhibits, etc., covering
the special agent's investigation of Dr. Ayres' return for 1932.

November 16, 19 4.-Agent's reports and accompanying papers relating to
Dr. Avres' return for 1932 received In Records Division, Income Tax Unit.

Novcmbcr R.0, 1934.-Agents' reports and accompanying papers relating to
Dr. Ayers' return for 1932 received in Special Adjustment Section, Income Tax
Unit.

January 17, 1985.-Letter from Deputy Commissioner Russell, Income Tax
Unit., to Dr. Winfield Avres, Now York, N. Y., advising hilu of additional tax
liability for the year 1934 in the amount of $1,880.07, on the basis of the Internal
Revenle agent's relprt, and that the statutory period within which a final notice
of the deficiency might he issued would expire on March 1i, 1935, and enclosing a
form of consent extending the period of limitation for signature by Dr. Ayres,
it he so desired,

JIanuary 19, 1985.-The Chief of the Intelligence Unit forwarded to Deputy
Conunisslonor Russell, for the attention of Mr. Rtalph Reed, the original rolort of
Special Agent Thomas W. tlansberry, dated August 27, 1934, covering his invest.
gation of Dr. Ayres' return for 1932.

January 28, '1985.-Lotter from Dr. Ayres to the Commissioner of Internal
Rovenmo in reply to Bureau letter of January 17, 1935, enclosing consent extending
the period of invitation and with which Dr. Ayres returned the form, duly executed
by him.

JanuaryR8, 198--Letter from Deputy Commissionor Russell, Income Tax
Unit, to Dr. Winfield Ayres, Now York, N. Y., acknowledging receipt of Dr.
Ayres' letter of January 23, 1935, and advising that the consent had been accepted
by the Commissioner.

May 21 1935 -Deputy Commissioner Russell, Inome Tax Unit, forwarding
to the Assistant General Counsel for the Bureau of Internal Revenue the income
tax case of Dr. Winfleld Ayres for 1032, for consideration of the question of
criminal prosecution and an ol)inion relative to the assertion of tie fraud penalties.

May R7, 1985.-Cas reviewed by preliminary desk, Penal Division, and rocoin.
mended for assignment to another attorney for consideration.

May 28, 1985.-Case assigned to W. T. lowley, Special Attorney, Penal Divi-
sion.

Alpri! 29, 1980. Ltter from the Commissioner of Internal Revenue to Dr.
Winfield Ayres, Now York, N. Y., advising that his income tax ease for the year
1032 had been referred to the Assistant General Counsel for the Bureau of Internal
Revenue for consideration and that it l)robably would be impossible to reach a
decision thereon prior to the expiration of the statutory period of limitation appli.
cable in his case. The letter enclosed a waiver, form 872, and invited Dr. Ayres
to sign and return the waiver, if he so desired.

Aay 0, 198.-Formni memorandum from the Read of Records Division, Income
Tax Unit to the General Counsel, advising that the statute of limitations applic.
able to Dr. Avers' return for 1932 would expire on June 30, 1030, and In(juiring
the status of the case.

cMay 19, U80.-iI. . Laughlin, hlead, Penal Division, Assistant General
Counsel's Office, advised the Head of Records Division, Income Tax Unit, that a
request for waiver had been mailed to Dr. Ayres on April 29, 1936.

May I1, 193l,--Momorandum for files. Mrs. Shirley Moore, 70 Pine Street,
New York N, Y., attorney for Dr. Winfleld Ayres, called at the oficeo of the
Assistant Gleneral Counsel and inquired with r spect to the necessity for the
filing of a waiver by Dr, Ayres for tie year 1932. She was advised that Dr,
Ayres' case was being considered in connection with the cases of other individuals
who had claimed deductions in connection with single premium life hisuranoo
policies, Mrs. Moore denied having knowledge of the policies but stated that
sie woul(l adviste Dr. A,ro, to file a waiver Immediately, sico it appeared that
the Bureau was giving 'careful study to the issues involved and It appeared to
her that both the Interests of the Government and Dr. Ayres would be best
protected by tile filing of such a waiver. Mrs, Moore filed with Special Attorney
W. T. lowley a power of attorney from Dr. Ayres, constituting her his attorney-
in-fact.

fMay 10, 1986.-Power of attorney executed by Winfield Ayres, constituting
Shirley Mopre, 70 Pin Street, Now York, N Y his attorney-in-fact, was received
and recorded In the Public Relations Division the Bureau of Internal Revenue.
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June 15, 1936.-Letter from the General Counsel for the Treasury Department

to Dr. Winfield Ayres, 133 East Fifty-eighth Street, Now York, N. Y., advising
that his income-tax case for 1932 was then under consideration and offering him
a hearing with respect thereto on June 23, 1936. This letter was returned un-delivered.

June 18, 1986.-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 case and advising Mrs. Moore that the letter had been returned undelivered.

June 19, 1936.-Letter from Mrs. Shirley Moore to the General Counsel, Treas-
ury Department, acknowledging receipt of letter dated June 18, 1930, -,nd ad.;
vising that Dr. Ayres was ill and had given up ls office and had gone to stay with
sonm relatives until ho was better; that as soon as she was able to get the address
of Dr. Ayres, she would forward the General Counsel's letter to him and advise,

Jantiary 26 1937.-Memorandum front the Chief Counsel, Bureau of Internal
Revenue, to Mr. Irey, Chief of the Intelligence Unit, inaking formal request for
reinvestigation of tl6 single premium life Insurance policy eases then pending in
the Chief Counsqel's office and furnishing to Mr. Irey, for use in connection with
tuch reinvestigation, the statements of facts In each of these cases as previously
prepared by Special Attorney W. T. [owlev.

January 26, 1037.-Memoradun front the Chief Counsel Bureau of Internal
Revenue, to Mr. roy, Chief of the Intelligence Unit, transmitting for use in con-
nection with the reinvestigation of these eases a memorandum from Acting Deputy
Commissioner W. T. Sherwood, Income Tax Unit, dated June 22, 1930, which sets
forth further information with respect to tMe type of evidence needed In the audit
of these eases.

April 16 1937.-The Chief of Intelilgence Unit delivered to the Chief Counsel
Bureau of internal IRovom cu, th- report of Special Agent Philip A. Brenner, dated
April 15, 1937, in the ease of Dr, Winfield Ayres covering the investigation made
by him at Nassau, Bahama Islands. In that report the special agent advised that
Dr. Winfield Ayres died on April 12, 1937, at Roxbury, Conn.

April .0, 1937.-Form memnorandum from the tiead of Records Division,
Income Tax Unit, to the General'Counsel, advising that the statutory period for
assessment in connection with the 1932 return of Dr. Winfield Ayres would expire
on June 30 1937, and Inquiring the status of the case.

Mfay 4, 1987.-It. E. Laughlin, iead, Penal Division, office of tile Chief
Counsel, advised the Head of Records Division, Incom Tax Unit, that Dr, Ayres
was ceased and that his estate had been requested to file a new waiver.

Aay 7, 1037.-Letter from the Commissioner of Internal Revenue to executor
estate of Dr. Winfield Ayres carc of F. 0. Ayres, Roxhurv, Conn., advising that
the income-tax case of Dr. Winfild Avres for the year 1932 had been referred to
the office of the Chief Counsel for tile Bureau and that it probably vould be
Impossible to reach a decision In the case prior to the expiration of the statutory
period of limitation for assessment as extended by waivers previously filed. 'rhe
potter enclosed a waiver 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 ho did not
wish to execute the waiver.

May 10, 187.-Letter from Mrs, Winfleld Ayrcs to the Commissioner of
Internal Revenue, returning the Commissioner's letter dated May 7, 1937 ad-
dressed to the executor of the estate of Dr. Ayres, and advising that no will for
Dr. Ayros had been probated and no executor appointed, that anything further
about his case should be taken up with Dr. Ayres' brother and attorney, Mr.
F. 0. Ayres, Roxbury, Conn.

Juno 2, 107.-Momorandum from the Chief Counsel, Bureau of Internal
Revenue to Deputy Commissioner Russol Income Tax Unit, returning the
Income Tax Unit file in the case of Dr. Whifleld Ayres for the year 1932 and
advising that Dr. Ayres died on April 12, 1937; that his doath necessarily removed
from the case the question of criminal prosecution and liability for fraud penalty-
also advising with respect to the letter addressed to the executor of Dr. Ayres
estate on May 7, 1937, and the reply thereto received from Mrs. Winfield Ayres
dated May 19, 1037. The memorandum suggested that as the period provided
for assessment of the deficiency for 1932 would expire on Juno 30, 1037, a 90-day
letter should be Issued prior to the latter date.

June R1, 1087.-Memorandum relative to penalties, Special Adjustment Divi-
sion by Auditor Arthur A. Rowland and Supervising Reviewer M. 11. Dinneon,
and approved by J. W. Carter, head, Special Adjustment Division. The memo-
ran!du n sets forth the facts in tihe case and recommends that a 00-day letter beWalea.
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June Bi, 1987.-Letter from Commissioner of Internal Revenue to estate of
Dr. Winfield Ayres, deceased, cire of F. 0. 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.

RICHARD E. DwxoT--1932-35-CuioNoLOOlCAL HIsToRY OF CASH

March 15, 1933.-Mr. Dwight filed his 1932 return with collector, second
New York district. Return showed total income of $157,317.72; deductions
aggrcgiting $156,846.64 (including $141,028 as interest paid to Standard LifeInsur~iwe Co., Ltd.); taxable net income of $471.08, and no tax due.

March 114, 1934 .- Mr. Dwight filed his 1933 return with collector, second
New York district. Return showed total Income of $154,027.15; deductions
aggregating $150,594.39 (including $143,5607 as Interest paid to Standard Life
Insurance Co., Ltd.); taxable net income of $3,432.7C, and no tax due.

Soplember 29, 1934./.Internal Revenue Agent C. A. Broach submitted to the
internal revenue agent in charge, 17 Battery Place, Now York, N. Y., a report
covoring his examination of Mr. Dwight's return for 1932. The report showed
additional tax due in the net amount of $53,593.01, due mainly to the disallowance
of the deduction claimed in the return for interest paid to Standard Life Insurance
Co., Ltd.

November 3, 103/4.-Letter to Mr. Dwight by internal revenue agent in charge,
furnishing him a statement of adjustments and additional tax recommended by
Internal Revenue Agent Broach and giving him 30 days in which to file a protest
with respect thereto.

November 80, 193.-Protest filed by Mr, Dwight with agent in charge against
proposed adjustments to his 1932 return, and request for a hearing thereon before
the ease is forwarded to Washington.

December 10, 103.-Letter from agent in charge to Mr. Dwight setting con-
ferenco for 10 a. in., December 26 in connection.with Mr. Dwight's protest against
proposed adjustments to his 1932 return.

December 20, 1034.-Lettor from Mr. Dwight to agent in charge, acknowledging
receipt of a letter of December 19, and asking postponement of conference on his
case until after January 10, 1935, because the witness whom 1ie expected to have
at the hearing was "leaving the country on the 22d and will return approximately
the 10th of January next.'

December 26, 1044.-Valver of statute of limitations for assessment of income
tax for 1932 (form 872) filed by Mr. Dwight with internal-revenue agent in
charge, 17 Battery Place, Now York, N. Y. This waiver extended the statute
of limitations for assessment, with respect to Mr. Dwight's 1932 return, to June
30, 1930.

December R6, 1084.-Above waiver for 1932 accepted on behalf of the Commis-
sioner of Internal Revenue by Assistant Internal Revenue Agent in Charge C. M.
Sheppard.

January 14, 1985.-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 person' witness for Mr. Dwight, Walter C. Babor; for
the Government, Charles S. Slorstein conferee, 11. lierskowitz, conferees and
C. A. Broach, Internal-revenue agent. Conference report shows revenue agent's
recommendation as to disallowance of deduction claimed for Interest paid to
Standard Life Insurance Co., Ltd sustained.

January 9, 193/.-Letter frovlr. Dwight to internal-revenue agent in charge
transitthng photostat copies of checks deposited to his credit in Royal Bank of
Canada, Nassau.

January 29, 108.-Letter from Internal-revenue agent In charge to Mr. Dwight
advising him that all papers In connection with his 1032 return were being for-
warded to the Bureau at Washington.

January 20, 103.-Letter from agent in charge to Commissioner, forwarding
all papers In connection with Mr. Dwight's 1032 return.

February/ 5, 1935.-Agent's report and accompanying papers relating to Mr.
Dwight'sl 932 return received in Records Division, Income Tax Unit.

February 19, 103.-Agont's report and accompanying papers relating to Mr.
Dwight's 1932 return received in Audit Review Division, come Tax Unit.

FeCbruary 27, 198.-Agent's report and accompanying papers relating to Mr.
Dwight's 1032 return received in Special Adjustment Section, Income Tax Unit.
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March 14, 1986.-Mr. Dwight filed his 1934 return with collector, second New

York district. Return showed total income of $162,400.29; 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, 1985.-Letter from Deputy Commissioner Russell to assistant general
counsel, attention Penal Division, transmitting Mr. Dwight's case for 1932 for
consideration of the question of criminal prosecution and an opinion with respect
to the assertion of the 50-percent fraud penalt,'.

May 27, 1085.-Case reviewed by prelii ,ary desk, Penal Division, and
recommended for assignment to another attorney for consideration.

May 28, 1.985.-Mr. Dwight's case assigned to W. T. Howley, special attorney,
Penal Division.

June 21, 1,93.-Internal Revenue Agent W. C. Baptist submitted to the in-
ternal revenue agent In charge, 17 Battery Place, New York, N. Y., a report
covering his examination of Mr. Dwight's return for 1933. The report Showed
additional tax due In the net amount of $50,471.25, duo mainly to the disallow-
ance of the deductions claimed in the return for interest paid to Standard Life
Insurance Co., Ltd.

August 8, 1985.--I.etter to Mr. Dwight by internal-revenue agent in charge,
furnishing him a statement of adjustments and additional tax recommended by
Internal Revenue Agont Baptist for 1933 and giving him 30 days in which to file
a protest with respect thereto.

September 4, 198S.--.Mineograph form letter received from Mr. Dwight by
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 i)e filed within the allotted time.

September 6, 1985,-Protest fled by Mr. Dwight with internal-revenue agent
in charge against proposed adjustments to his 1933 return anld requesting a
hearing thereon before the case is forwarded to Washington.

October 17, 1036.-Conference in office of internal-revenue agent in charge with
respect to proposed adjustments In Mr. Dwight's 1933 return.

October 17, 1035.-P resent for the taxpayer, Mr. Dwight in person; for the
Government, A. F. Anish, conferee, and W. C. Baptist, fiternal-revenuc agent.
The conference report shows that the recommendation of the internal-revenue
a cut with respect to the disallowance of interest paid to Standard Life Insurance
no., Ltd. was sustained.

Noemwiner 18, 1035.-Letter from Internal-revenue agent in charge to Mr.
Dwight, advising him that all papers in connection with his 1933 return were
being forwarded to the Bureau at Washington.

November 18, 1085.-Letter from agent in charge (form 884) to Commissioner
of Internal Revenue, 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, 1035.-Agent's report and accompanying papers relating to Mr.
Dwight's return for 1933 received in Records Division, Income Tax Unit.

December 3, 1936,-Agent's report and accompanying papers relating to Mr.
Dwight's return for 1933 received in Special Adjustment Section, Income Tax
Unit.

December 9, 1035.-Letter from Deputy Commissioner Russell to Assistant
General Counsel, attention Penal Division, transmitting Mr. Dwight's case for
1933 for consideration of the question of crininal prosecution for that year, in
connection with the ease for 1932, previously forwarded.

January 10, 13.-Letter from Acting Commissioner to Mr. Dwight, advising
him that his case for the year 1933 had been referred to the Assistant General
Counsel for consideration; that It probably would be impossible to reach a decision
in the case prior to the expiration of the period of limitation for assessment, and
in order that the issues might be fully and carefully considered, a waiver extending
the statutory period should be filed. Form 872, revised July 1935, enclosed with1
letter for execution by Mr. Dwight.

January 11, 1086.-Letter from Mr. Dwight to the Commissioner of Internal
Revenue, acknowledging receipt of letter of January 10, 1036, and returning the
waiver for 1933 duly executed. In this letter Mr. Dwight also calls attention to
his case for 1032, with respect to which he had previously signed a waiver extend-
ing the statutory period to June 30, 1930, and stated: 'I, of course, do not wish
to have an emergency assessment for the year 1932 or any year, for If the Depart-
nient should eventually decide against me, I would like to take the question up
fin the ordinary way before the Board of T ax Appeals. I will be glad therefore,
to sign a waiver also for the year 1982, extending the time to act In tfast year to
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the same date as the 1933 tax, I. e., Juno 30, 1037, and would suggest that you
send me a formal waiver to that effect."

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 1932, transmitting for his execution a waiver extending the statutory
period from 1932 to June 30, 1937.

March 18, 1936.-Mr. Dwight filed his 1935 return with collector, second New
York district. Return showed total income of $163,826.77; deductions aggre-
gating $152,832.89 (including $147 391 as Interest paid to Standard Life Insurance
Co., Ltd.); taxable net income of 1$10,993.88, and showing tax (lite in tile amount
of $299.03.

April 29, 1986.-Internal Revenue Agent J. M. Burns 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 1934. The report showed additional
tax (lite In tl;e not amount of $57,555.37, duo mainly to the disallowance of the
deduction claimed In the return for interest paid to Standard Life Insurance Co.,
Ltd.

June 15, 1986.-General Counsel advised Mr. Dwight that his returns for 1932
and 1933 were before his office for consideration and that before a decision was
reached thereon Mr. Dwight might have a conference on June 24, 1930, If he so
desired,

June 16, 1986.-Mr. Dwight filed with internal-revenue agent in charge, 17
Battery Place, Now York, N. Y., formal notice that tile revenue-agent's findings
with respect to his 1934 return were not agreed to and that a protest would be
filed within the allotted time.

June 16, 1986.-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, 1930, and advising tilat as the Issues with respect to his 1934
return were already before tile Bureau at Wahirngton In connection with his
1932 and 1933 returns, he saw no reason for a further hearing before the inter-
nal-rovenue agent in charge.

June 4, 1986,-Conference in tile office of the Assistant General Counsel for
the Bureat of Internal Revenue with respect to the Income-tax cases of Richard
H. Dwight and Henry W. Lowe. Both tax myers appeared personally, and Mr.
W. C. Baber was present as their witness, Presoent on behalf of the Bureall were
Special Attorney W. T. Howley, Insurance Conferee F. R. Krunim, Insuranco
Auditor C. D. Gorman, and Insurance Reviewer J. C. tIaverstraw. ,Joint con-
ference was held because of the close relation of the two eases, At the conclu-
sion of the conference both Mr. Dwight and Mr. Lowe stated that they desired
to submit additional information and briefs, and they accordingly were granted
a period of 15 days in which to submit such matters as they might desire,

June 29, 1986.-Internal-revenue agent in charge, 17 Battery Place, New York,
N. Y., advised Mr. Dwight that all papers relating to his 1934 return were being
forwarded to the Bureau at Washington and that further communicatfons with
respect to that year should be directed to time Commissioner.

Juns RO 1986,-Letter (form 884) from Internal-revenue agent In charge, N'3w
York, N. ., to the Commissioner of Internal Revenue transmitting tho report of
Internal Revenue Agent Burns dated April 29, 1936, relating to Mr. Dwight's
193t return, Mr. Dwight's protest, and other related papers.

July 7,1936.-Mr. Dwight telephoned Mr. H. E. Laughlin, head Penal Division,
Assistant General Counsel's office, and asked that he be gIven additional time (G
week) in which to file briefs and other papers which )ie stated, at tIme conference oil
June 24, 1930, he desired to submit,

July 8, 108.--Lotter from General Counsel to Mr. Dwight, referring to his
telephonic request for an extension of time to July 16, 1936, to file papers and
advising that his request was granted.

July 1 1936.,-Lotter from Hughes, Schurman & Dwighits to Assistant General
Counsel transmitting, In duplicate, an affidavit of Mr. Dwight and meniorandumni
on behalf of Mr. Dwight and Mr. Lowe, and advising that, "Both Mr. Dwight
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 compromise." Tile
affidavit of Mr. Dwight, among other things, denies that he was connected inI any
way with the organization of the Standard Life Insurance Co., Ltd and states
that the plan was first submitted to him by William Baylis in the 'all of 1932,
"not particularly as a suggestion for his own use, but rather with a view to obtain.
Ing deponent's oninlon as to the legality and prol)rioty 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 policy of life 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 further that Mr. Dwight was not aware until the (lay of the conference
Juno 16, 1936, that the insurance department of the State of New York had ruled
that such a policy was a banking contract and not a lifeoinsurance policy and cites
certain rulings of the office of the General Counsel for thae Bureau of Internal
Revenue as being contrary to that made by the insurance department of the State
of Now York, and, further, that he and Mr. Lowe were not the only policyholders
in the Standard Life Insurance Co., Ltd., but that there were other policyholders,
and he understood that the case of another policyholder was then pending before
the Bureau.

July 18, 1936.-Letter from Deputy Commissioner Russell, Income Tax Unit,
to Assistant General Counsel, transmitting Mr. Dwight's 1034 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, 1936.-Special Attorney W. T. Howley forwarded to Mr. 1I. E.
Laughlin, head of Penal Division, Assistant General Counsel's Office, a draft of a
proposed memorandum addressed to deputyy Commissioner Russell, Income Tax
Unit, returning the files in the case of Mr. Dwight for the years 1932 and 1933,
recommending the assertion of the 50 percent fraud penalty against Mr. Dwight
for the year 1932 and advising that criminal proseo in was not contemplated.
The proposed draft contained no recommendation with respect to the assertion
of fraud penalty for the year 1933 for the reason, as stated in the memorandum
to Mr. Laughlin, that th'o evidence submitted by the revenue agent for the year
1933 was incomplete. The conclusion with respect to criminal prosecution
according to the memorandum to Mr. Laughlin, was based upon the belief thai
the statement attached to Mr. Dwight's return would be sufficient to prevent a
conviction in a criminal trial.

August 11, 1936.-Memoradum front T. M. Thorne to Mr. Laughlin, head of
Penal Division, expressing the belief based upon his review of the draft of the
proposed memorandum to Deputy Commissioner Russell, that the disclosure on
Mr. Dwight's return would be sufficient to prevent the Board of Tax Appeals
from holding fraud and suggesting that if the head of the Division reached the
conclusion that fraud could be sustained the proposed memorandum should be
enlarged upon In connection with the reasons for holding fraud.

August 14, 1986.-Il. E. Laughlin, head, Penal Division, referred to Special
Attorney T. C. Uhler for review the proposed memorandum to Deputy Commis-
sioner Russell as prepared by Special Attorney lowley.

August 17, 10fl.-T. C. Tfhlor returned the ease and proposed memorandum to
the head of the Penal Division with a memorandum expressing the view that
Mr. Dvight's statement in his return was false in that he represented the interest
deducted in his return to have been paid on a loan secured b a "life-insurance
policy"; that the so-called policy was issued by a corporation which had no
assets and could not have paid a death benefit, all of which Dwight know; that
proof, however, was lacking and he, therefore recommended investigation by
the Intelligence Unit to develop the facts and circumstances surrounding the
organization and operation of the so-called insurance company, the connection of
the Royal Bank of Canada with the Dwight transactions and the disposition of
funds actually paid in by Mr. Dwight.

Auitlst 17, 1086.-I. E, Laughlin, Penal Division, referred the ease and Mr.
Uhlor s memorandum to Special Attorney I. W. Carpenter for his views on the
matter.

August 18, 193.-Special Attorney I. W. Carpenter returned the case to Mr.
Laughlin, head, Penal Division, stating that ho agreed with Mr. Uhler that we
should have all the facts developed before deciding the case.

Auguswt 18, 193.-Special Attorney Uhler advised Mr. iowloy that on August
17, 1030, he (Uhlor), had talked with Mr. Irey, Chief of the Intelligence Unit,
with respect to whether the government of the Bahamas would permit an investi,
gation by agents of the United States Government.

57--37-pt. 8-5
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October 8, 198.-Special Attorney Howley forwarded to Mr. Laughlin, head,
Penal Division, a memorandum prepared at the suggestion of R. L. Joy assistant
head, Penal Division, the question of having a reinvestigation made by special
agents of the Intelligence Unit.

October 81, 193.-Internal Revenue Agent David S. 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 1935. The report showed
additional tax due in the amount of $62,924.64, due entirely to the disallowance
of the deduction claimed in the return for interest paid to Standard Life Insurance
Co., Ltd.

November R1, 1986.-Letter to Mr. Dwight by internal-revenue agent in charge
furnishing him a statement of adjustments and additional tax recommendation
by Internal Revenue Agent LTgon for 1935 and giving him 30 days In which to
file a protest with respect thereto.

November 21, 19#.--Memorandum from R. L. Joy, assistant head, Penal
Division, fo Special Attorney W. T. Howley, advising that he (Joy) had on
November 20, 1036, discussed with Mr. Irey,*Chlef of the Intelligence Unit, and
Mr. H1igh McQuillan, special agent in charge at New York City, and George A.
Buswell, head of Fraud Division in the Intelligence Unit, the matter of making
a group or combined reinvestigation by one or more special agents and revenue
agents of all these single-premium life-insurance policy eases; that Mr. Iroy was
agreeable to the making of such an Investigation; that the reinvestigation would
be under the general supervision of Mr. McQuillan because most of the cases
involved taxpayers in New York; that Mr. Try desired a formal memorandum
requesting the investigation and outlining to Mri Howley various point that Mr.
MeQuillan desired covered by such memorandum.

December 8, 190.,-Protest filed by Mr. Dwight with Internal-revenue agent
in charge, 17 Battery Place, New York, N. Y., against proposed adjustments in
his 1935 return as recommended by Internal Revenue Agent Ligon and advising
that as the issues with respect to is 1035 return were already before the Bureau
at Washington In connection with his 1932 and 1933 returns, he saw no reason
for a further hearing before the Internal-revenue agent in charge.

December 10, 10.,-Letter (form 884) from Internal-reovonue agent in charge,
New York, N. Y., to the Commissioner of Internal Revenue transmitting the
report of Internal revenue agent Ligon dated October 31, 1930, relating to Mr.
Dwight's 1035 return and Mr. Dwight's protest thereto.

December 11, 103.--Agent's report and accompanying papers relating to Mr.
Dwight's return for 1935 received In Records Division Income Tax Unit.

January IS 1987--Acting Deputy Commissioner Sierwood forwarded to the
chief counsel, Mr. Dwight's income-tax return for 1035, revenue agent's report,
and related papers.

January 90, 1987.-Memorandurr from the Chief Counsel, Bureau of Internal
Revenue, to Mr. Irey, Chief of the Intelligence Unit, making formal request for
further investigation.

January 08 1037.--Memorandum from the Chief Counsel, Bureau of Internal
Revenue, to Mr re;, Chief of the Intelligence Unit, advising him that the
Income Tax Unit had' orwarded to this office the case of Jacob W. and Dora K.
Schwab, 03 Franklin Street, Now York, N. Y., which ease also involved a single.
premium life-Insurance policy Issued by tle Standard Life Insupranceo Co., Ltd.,
of Nassau, and requesting that this case also be Included in the reinvestigation
to be made by special agents.

February 0, 1037.-Mr. John R. Brookes, Jr., attorney at law, of the firm of
Guy and Brookes, Edmonds Building Washington, D. C., conferred with R. L.
Joy Assistant Head Penal Division, Chiof Counsel's Office, with respect to Mr.
Dighlt's Income tax ease. Mr. Brookes requested a conference the first part of
the following week.

February 0, 10.987.-Asslstant Chief Counsel Russell J. Ryan, conferred with
Mr. Laughlin head, Penal Division, and Mr. Howley with res pect to the various
issues in the D)tht ease, at which time It appeared that Mr, Dwight was pro-
pared to pay $263 100 taxes and interest for the years 1932 to 1035 if the Govern.
ment would close lis case Immediately,

February 10 1087 -The Chief Counsel Mr Shafroth, and the Assistant Chief
Counsel, Mr. Ryan, conferred with Mr. Laughlin and Mr. Howley of the Penal
Division with respect to the Dwight ease at which time the facts wore again re-
viewed and the conclusion was reached by Mr. Shafroth that Mr. Dwight should
be informed that the Government would have to proceed with Its orderly system
of Investigation and that the faots must be learned 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, 1087.-Mr. Laughlin and Mr. Howley of the Ponal Division,
Chief Counsel's Office, conferred with Mr. Irey, Chief of the Intelligence Unit,
and Mr. Buswoll of that unit, with respect to the manner in which the investiga.
tion in the Bahamas should be made. Mr. Irey telephoned Mr. McQuillan to
come to Washington on February 11 for conference.

February 11, 1987.-A conference was held in the office of Mr. Iroy, Chief,
Intelligence Unit, on this (late, attended by the following persons:

Russell J. Ryan, Assistant Chief Counsel. H. E. Laughlin head, Penal
Division, Chief Counsel's Office, W. T. Howley, special attorney, bhief Counsel's
Office. J. C. Harvostraw, Insurance reviewer, Income Tax Unit. C. D. Gorman,
insurance auditor, Income Tax Unit. George A. Buswell, head of Fraud Section,
Intelligence Unit. Hugh McQuillan, special agent in charge, Now York, N. Y.
Philip A. Brenner, special agent, Now York, N. Y.

February 19, 1087.--Special Agent Brenner obtained from Mr. Howley the 1982
return of Mr. Dwight in order that Commissioner Helvering might examine the
statement attached thereto relating to the interest deduction, it appearing that
Mr. John S. Brookes, attorney for Mr. Dw light, had called upon the Commissioner,
after being informed by the Chief Counsel's Office that a settlement of the case
would not be made until after the Bureau's investigation had been completed.

February 18, 1937.-Mr. Buswoll of the Intelligence Unit, and Special Attorney
Howley, conferred with Mr. Laughlin, head of Penal Division with respect to the
procurement of letters from Mr. Dwight to the Standard Life insurance Co., Ltd,,
and the Royal Bank of Canada,

February 16 1987.-Conferenco between R. L. Joy, assistant head of Penal
Division, and Special Attorney Howloy as to whether the procllrement of letters
from Mr. Dwight to the insurance company and the bank would hamper rather
than aid the investigators, and as to the manner in which the investigation in
Nassau should be handled, the conclusion being reached that this should be deter-
mined by Mr. Irey..

February 19,1987.-Special Agents Philip A. Brenner and Walter P, Murphy, of
New York N. Y., conferred with Mr. Joy and Mr. Howley with rospoo to various
angles of tlo cases, at which time it was suggested that they obtain a letter from
the officials of the Royal Bank of Canada in Now York, addressed to the officials
of the Royal Bank of Canada at Montreal, Canada, and that the agents should
interview the officials of the bank at Montreal before proceeding to Nassau.

February 90, 1087..-John S. Brookes, Jr., attorney for Mr. Dwight, filed with
the office of the Chief Counsel on this date his letter dated February 19, 1937,
addressed to the Chief Counsel Mr. Shafroth, together with a statement of facts
in the Dwight caeo, a digest of cases on penalties and a digest of three recent
English cases. In his letter Mr. Broekes discussed, at length, the facts and the
law of the case with a view to limiting the further investigation to strictly essential
matters in order to make possible the early disposition of the case.

February R4, 1087,-Letter from the hief of the Intelligence Unit to the
Assistant General Counsel transmitting the report of Special Agent Walter P.
Murphy, dated February U3, 1937, covering interviews lad by hfin in Montreal,
Canada, with officials of the Royal Batik of Canada, and other points in the
Dwight case,

February 44 *087,-Asslstant Chief Counsel Rutsell J. Ryan, gave to Mr.
Laughlin, head of Penal Division, a copy of tie laws of the Bahama Islands
relating to the incorporation of trading companies and other associations, and a
copy of the memorandum of association of the Standard Life Insurance Co., Ltd.,
which had been given to Mr, Ryan by Mr. John S. Brookes, Jr., attorney for Mr.
Dwight.

February 0 1087 -. Letter from the Chief Counsel Mr. Shafroth, to Mr. John
S, Brooks, attorney for Mr. Dwight, tranleltting to 'himn drafts of two letters for
Mr, Dwight's signature, one addreosod to the Standard Lifo Insurance Co., Ltd.,
Nassau and the other to the Royal Bank of Canada at Nassau, authorising them,
respectively, to permit rosprosontatives of ti e Bureau named tlereiln to inepec
the records of the insurance company and the bank relating to the issuance to
kMr, l~wight of tile $in lo,)ren)um lif-insuranee policy and tie policy loans made
in connection therewitl, Mr. Brookes having previously signified hie willingness
for Mr. Dwight to igfn 1uch letters.

March 98 187,-The Chief of the Intelligence Unit, Elmer L. Iroy forwarded
to the Ausiutnt General Counel the report of Special Agent Philip A. Bronnerp,
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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, 1967.-0. R. Krigbaum, internal revenue agent in charge, New York
N. Y., forwarded to the Commissioner of Internal Revenue the report of Internal
Revenue Agent A. W. Peterson, dated March 10, 1937, covering his investigation
made at Nassau, Bahama Islands, in cooperation with Special Internal Revenue
Agent A. Wendell Poterson.

April 7, 1987.-Conference was hold In the office of the Chief Counsel, Mr.
Morrison Shafroth, on this (late, participated in by the following persons: Mor-
risen Shafroth, Chief Counsel, Russell J. Ryan, assistant ohio counsel, J. R.
Laughlin, icad of Penal Division, R. I,. Joy, assistant head of Penal Division,
W. T. Howley, special attorney Penal Division, spooal agent Philip A. Brennor.

April R0, 1087.-The Chief of the Intelligence Unit forwarded to the Chief
Counsel a letter dated April 19, 1037, addressed to the Chief of the Intelligence
Unit by Special Agent fi Charge MoQullan at Now York, N. Y., advising that
Messrs. Lawrence Marx, Jacob W. Schwab, and George Thorns had that day
offered to pay the full amount of additional taxes and interest in their easeh'
that Mr. Wayne Johnson attorney for Henry W. Lowe, had proposed to submit
an offer in compromise In Mr. Lowo's case In the amount of $75,000, the additional
tax being approximately $134,000 and these offers of settlement, together with
the offer of Mr. Dwight mado tip a total of $531,000 offered to date.

April RP, 1987.-Deputy Commissioner Russell Income Tax Unit (by J. D.
Mcefe, Chief, Files Section) advised the General Counsel that the period within
which assessment might be made on Mr. Dwight's returns for 1032 and 1033
would expire on June 30, 1037, and asked to be advised as to the exact status of
the case,

May 1, 1087.-Internal Revenue Agent in Charge C, R. Hrigbaum, Now York,
N. Y., forwarded to Mr. W. T. Sherwood, Acting Deputy Commissioner, for his
information a copy of the report of Internal Revenue Agent Poterson covering
his investigation niiado by him at Nassau, Bahama Islands, in cooperation with
Special Agent Philip A. Brenner,

May 4, 1087.-Il. H. Laughlin head Penal Division, Chief Counsol's Office
advised the head of Records Division, Income Tax Unit, that Mr. Dwight had
boon requested to file now waivers for the years 1932 and 1033,

Ma 8, 187,-Letter from the Commissioner of Internal Revenue to Mr.
JohnaS. Brookes 000 Edmonds Building, Washington, D. C., attorney for Mr.
Dwight, transmitting now waiver forms covering the years 1032 and 1033 for Mr.
Dwight s signature.

June 8, 1087.-John S. Brookes, Jr., Washington, D. C., filed with the Com.
missioner of Internal Revonite a new power of attorney from Richard H. Dwight
appointing Chester W. Cuthel of 20 Pine Street, Now York, N. Y and John S.
Brooks, Jr., his attorneys In fact to carry on negotiations with tihe Bureau in
connection with Mr. Dwight's income tax liability for the year 1932 and subse.
quent years.

June 8 19.97,-Mr. John S. Brookes, Tr., Washington, D. 0., attorne for
Richard h. Dwight, filed with the Commissioner of Internal Revenue a rotter
from Mr. Dwight to the Conmmiss..nor, dated Juno 7, 1937, together with a for-
mal offer in com promise (form 000) by the terms of which Mr. Dwight offered
the sum of $207,00.80 in compromise of tax deficiencies, interest, and penalties
proposed for assessment against him for the calendar years 1032 to 1035, Inolu.
sivoe. Mr. Dwight's cheok no. 7000, drawn on the Now York Trust Co. under
date of June 8,1037, payable to "Collector of Internal Revonue" in the amount
of $267,600.50 was submitted to the Commissioner with the offer. There wore
also submitted at the same time waivers of restrictions on assessment and col-
leetion of deficiencies (forms 870) covering the years 1032 to 1035 inclusive.

June 10, 1087.-Memorandum from Harry H. Latiighlin, head, etral Division,
to Assistant Chief Counsel Russell J. Ryan, transmitting statements of factor in
the cases of Richard . Dwiht, Dr. Winfloid Ayros, Henry W, Lowe, Lawrence
Marx, Jacob W. Schwab, and George Thome.

June 81, 1087.-Letter from Richard E, Dwight to the Commissioner of In.
ternal Revenue, dated June 7, 1037, together with Mr. Dwight's offer In com-
promise and check In the amount of $207 500.80 and accompanying papers,
delivered by the Commissioner to Assistant dhief Counsel Russell J. Ryan,

June *8, 10,7,-Iottor from Internal Revenue Agent In Charge 0. R. Krig-
baum, Now York, N. Y., to the Chief Counsel, furnishing information with
nspeot to returns of Dwight$ Marx, Lowe, Sohwab, Thoms, and Ayre.
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July 1, 1937.-Itter from the Commissioner of Internal Revenue to the Col-

lector of Internal Revenue, Customhouse, New York, N, Y., forwarding the
original and a signed copy of Mr. Dwight's offer in compromise, together with his
check in the amount of $&67,500.50, in order that the original of the offer might be
entered on the collector's records and returned to the Bureau and that the check
might be deposited In the collector's special deposit account.

NoTE.-In addition to the foregoing, the file shows that in the study of the case
after its reference to the Assistant General Counsel's office the attorney to whom
the case was assigned made numerous requisitions for other files, rulings, doctu-
mcnts, and papers.

JIiNBY W. Lowr--1O33-3--CtoNooocAL TI[STOIIY OF CA1s

March 15, 193/-Mr. Lowe filed his 1933 return with collector second New
York district. Return showed additional income of $121,973 57' deductions
aggregating $119 804.79 (including $91,710.19 as Interest paid to Standard Life
Insurance Co LAd and Royal Bank of Canada, Nassau, Bahma Island);
taxable net incmo of $2,108,78, and no tax duo,

October 81, 109.-Internal Revenue Agent A. Wendell Peterson submitted to
the Internal revenue agent in charge, 17 Battery Place, Now York, N. Y., a report
covering his examination of Mr. Lowe's return for 1033. The report showed addi.
tional tax due in the net amount of $23,285.80, due mainly to the disallowance of
the deduction claimed in the return for interest paid to the Standard Life Insurance
Co. Ltd. No of this report was furnished to Mr. Lowe.

kormber 8, 1093,-Internal Revenue Agent in Charge J. R, Paradel forwarded
to the Commissioner (form 884) Revenue Agent Peterson's report and recom-
mended that the additional tax shown thereby be assessed.

November 10 1984 .- Agent's report and accompanying papers relating to
Mr. Lowe's 1993 return received in Records Division, Income Tax Unit.

November 16, 1984.-Agont's report and aecompanyingepapers relating to
Mr. Lowe's 1933 return received fn Special Adjuastment etion, Income Tax
Unit,

March 18, 1085.-Mr. Lowe filed his 1934 return with collector, second New
York district. Return showed total income of $110 144.14; deductions aggre°
gating $114,621.01 (including $80,486 as interest paid to Standard Life Ineurance
Co. V Ltd.) taxable net ineoni~ of $1,018,53 and no tax due,

May *1, 193.--Deputy Commissioner Russell, Income Tax Unit, forwarded
to Assistant General Counsel Mr. Lowe's ease for 1933 for consideration on thequestion of criminal prosecution and an opinion with respect to the assertion of

the 50-percent fraud penalty.
May *7 1985.-Case reviewed by preliminary desk, Penal Division, and

recommended for assignment to another attorney for consideration.
May R8, 1085--Mr. Lowe's ease assigned to W. T. Howley, Special Attorney#

PenalDlvislon.
January 10, 1080.-.Letter from Acting Commissioner Charles T. Russell to

Henry W. Lowo, advising that his income tax case for 1938 had been referred to the
office of the Assistant General Counsel for the Bureau for consideration and that
It probably would be Impossible to reach a decision prior to the expiration of the
statutory period of limitations applicable In the ease. A form of waiver of the
statute was enclosed for Mr. Loweos execution, if ho so desired,

January 11, 1080.-Letter from Mr, Lowe to the Commissioner, acknowledging
letter of January 10, and enclosing the waiver form, form 872, covering the year
1933, signed by him In duplicate.

laroh 10 1086-Mr. Lowo filed lis 1935 return with the collector, second
Now York district, Return showed total income of $104,094.10; deductions ag rto
gating $120,429,37 (including $93,275 ans interest paid to Now Providence Co.,
Ltd/, In connection with his policy in Standard Life Insurance Co,, Ltd.); txablo
not income of $44,204,73, and tax due in the amount of $5,543.53,

March 1, 103.-Internal Revenue Agent Henry Bonder submitted to the
internml revenue agent in charge, 17 battery Place, Now York, N. Y., a report
covering his investigation of mr Lowe's return for 1034. The report showed
additional tax due in the amount of $22,749.0(, duo mainly to the disallowance of
part of the deduction claimed in the return for Interest p~aid to NoW ProvidenceCo0, Lt|.

Arit 20 1086.-Letter to Mr. Lowe by internal revenue agent in chalvge
turn ishinimim a statement of adjustments and additional tax recommended by
Internal Rovenue Agent Bonder and giving him 80 days in whiol to file a protest
with respect thereto,
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April 24, 1986.-Form notice from Mr. Lowe 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
enclosed therewith.

April R4, 1986.-Protest filed by Mr. Lowe with Internal revenue agent in
charge, Now York, N. Y., against the proposed adjustments to his 1934 return
and requesting a hearing before the report of internal revenue agent is forwarded
to Washington,

Juno 16, 1936.-Lotter from General Counsel to Mr. Henry W. Lowe, advising
him that his income tax case for the years 1932 and 1033 was pending before this
office for consideration in connection with deductions claimed as Interest paid on
loans secured by an insurance policy and offering him an opportunity for a hearing
on the matter on Juno 22, 1930.

June 84, 1986.-Conforeneo in the office of the Assistant General Counsel for
the Bureau of Internal Revenue with respect to the income tax cases of Henry
W. Lowe and Richard H. Dwight. Both taxpayers appeared personally and Mr.
W. C. Baber was present as their witness. Present on behalf of '.ho Bucrau were:
Special Attorney W. T. Howley, Insurance Conferee F R. Krunim, Insurance
Auditor C. D. German, and Insurance Reviewer J. C. iHaveraraw. A joint
conference was held because of the close relation of the tw) cases. At the con-
elusion of the conference both Mr. Lowe and Mr. Dwight stak.od thaVim they desired
to submit additional information and briefs, and they, accordingly were granted
a period of 15 days in which to submit such matters as they eightt desire.

June 26, 10,6.-ILttor from W. C. Babor, 70 Pine Street New York, N. Y.,
addressed to the General Counsel, attention of Mr. W, T. How!oy, transmitting
copies of office rulings with respect to single premium life-insurance policies wih
copies he had promised to furnish Mr. Howley at the conference ow June 24, 1930.

-Juno 80, 19386.-Conforee's memorandum, office of agent in charge, Now York,
N. Y., relative to Mr. Lowe's protest against the findings of Internal Revenuo
Agent Henry Bonder with respect to Mr. Lowo's 1034 return. Tho memorandumshows that a letter was received by the agent in charge from Mr. IiOW:' on June
80, 1936, advising that the issue with respect to the deduction for interest on a
loan secured by alife-insurance policy In the year 1934 was also present in connec-
tion with his return for 1033 and that a hearing on the matter had been hold in
the office of the Assistant General Counsel at Washington on Juno 24, 1030, which
office was considering the question for other persons, as well as himself, The
conferees' memorandum, therefore, recommended that pending the determination
of the question by the General Counsel's offlico, the agent's find wings be tentatively
sustained.

Juliy 8 1986.-Letter from Internal-revenue agent in charge, Now York, N. Y.,
to Mr, Henry W. Lowe, advising him that the report of Internal Revenue Agent
Bender with respect to Mr. Lowe's return, and all papers relative thereto had

been forwarded to the Commissioner of Internal Revenue at Washington and that
further communications with respect to that year should be directed to tile
Commissioner.

Jdy 8, 138.-Letter (form 884) from Internal Revenue Agent in Charge C. R.
Krigbaum, Now York N Y,, to the Commissioner of Internal Revenue, trans.
mit Ing the report of Internal Revenue Agent Henry Bonder, covering his examo
nation of Mr. Lowe's return for 1934 and all related papers,

July 7, 1086.-Agent's report and accompanying papers relating to Mr, Lowe's
return for 1034 received in Records Division Lucomo Tax Unit.

July 16, 1980.-Itter signed Hughes, Sohiurinan & Dwight to the Assistant
General Counsel, transmitting on behalf of Mr, Dwight and Mr. Lowo a memo-
randum brief and an affidavit by Mr. Dwight, tile letter concluding with the
statement that "Both Mr. Dwight and Mr. Lowe fel that as long as there is any
question of wrongdoing Involved In the matter that they should not consider the
question of compromise."

July 24, 1980..--Agent's report and accompanying papers relating to Mr. Lowe's
return for 1034 reei ved in Special Adjustment Section, Income Tax Unit.

July 28, 1O86.--I)o ty Commissioner Russell, Income Tax Unit, forwarded
to Assistant General Counsel the 1034 income-tax return of Mr. Lowe and the
report thereon by Internal Revenue Agent Henry Bonder for consideration in
connection with Mr. Lowe's easo for 1033, then pending in the Assistant General
Counsel's Office.

October 80, 198.-Internal Revenuo Agent A. Wendell Potorson submitted to
the internal revenue agont lit charge, 17 Battery Place Now York, N. Y., a report
covering his examlnation of Mr. Lowo's return for 193, The report showed addl.
tonal tax duo in the net amount of $42,080.84 duo mainly to the disallowance 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, 1936.-Letter from agent in charge (form 884) to Commissioner
of Internal Revenue transmitting the report of Internal Revenue Agent Peterson
and all other papers relating to the examination of Mr. Lowe's return for 1935.

November 10, 193.-Agent's report and accompanying papers relating to Mr.
Lowe's return for 1935 received in Records Division, Income Tax Unit.

November 19, 1930-Agent's report and accompanying papers relating to Mr.
Lowo'a return for 1935 received in Special Adjustment Setion, Income Tax Unit.

December 1, 198.-Memorandum from Deputy Commissioner Russell, Income
Tax Unit, to Assistant General Counsel, attention Penal Division, transmitting
Mr. Lowe's case for 1935, including the return and agent's report for considera-
tion of the question of criminal prosecution in connection with Mr. Lowe's case
for previous years then pending before the Assistant General Counsel.

December 8, 1986.-Assistant General Counsel (Special Attorney W. T. Howley)
requisitioned from Deputy Commissioner Russell, Income Tax Unit, the 1932
return of H1onry W. Lowe, together with agent's report and all documents relating
thereto.

December 9, 1986.-Deputy Commissioner Russell, Income Tax Unit, forwarded
to the Assstant General (Jounsel Mr, Lowe's return for 1932, agent's report
dated July 18, 1034, and all ottler correspondence, as previously requisitioned.

January 28, 1987.-Memorandum from the Chief Counsel, Bureau of Internal
Revenue, to Mr. Irey, Chief of the Intelligence Unit, making a formal request for
reinvestigation of the single premium life insurance policy cases then pending
In the Chief Counsel's office and furnishing to Mr. Irey for use iII connection with
such reinvest nation the statements of facts iII each of these eases as previously
'prepared by Spcclal Attorney W. T. HowlCy,

January 26, 1987.-Menorandum from the Chief Counsel, Bureau of Iternal
Revenue, to Mr. Iroy, Chief of the Intelligence Unit, transmitting a memorandum
of Acting Deputy Commissioner W. T. Shterwood dated Juno 22 1030, addressed
to the Acting Chief Counsel, setting forth further information with respect to the
type of evidence needed in connection with these eces.

January 28, 1087.-Momorandum from the Chief Counsel, Bureau of Internal
Revenue, to Mr. Irey, Chief of the Intelligence Unit, advising him that the Income
Tax Unit had forwarded to this office the case of Jacob W. and Dora K. Schwab,
03 Franklin Street, Now York, N. Y., for the years 1934 and 1035 which base
also involved a single premiun life insurance policy issued by the Standard Life
Insurance Co., Ltd., of Nassau, and requesting that this case also be included in
the roinvestigatiop to be made by special agents.

March 18, 1987.-Letter from acting special agent in charge, Walter P. Murphy,
New York, N. Y., to Special Agent Phili A. lBrenner, Nassau, Bahama Islands,
in response to a letter from Speclal Agent Brenner stating that h. had been unable
to obtain information and records from Now Providence Co., Ltd., bocauso
Charles J. Alexander, the president, had insisted that permission must first be
obtained from W. C. Babor, Acting Special Agent in Charge Murphy advised
that Mr. Dwight had stated that while ho was desirous of cooperating with the
agentsahe was not personally concerned with the New Providence Co, except in
1980 for which year he was not going to claim the interoat deduction in his return
and therefore, had no right to ask the company to make their records available forinspoction.March 18, 1987.--.File memorandum covering confereno between Special At-

torneys Joy and Howley with respect to the question as to whether assistance
night be rendered to Special Agent Bronor to enable him to obtain permission

to examine the books and records of the Now Providence Co., Ltd
March 18, 1087.-Mr. Lowe filed his 1030 return with the collector, Second

Now York District. Return showed total Income of $102,785.47; ddtleutions
nagrogating $184 810.80 (including $08 270 05 as interest paid to Now Providonco
(0o, Ltd.)I taxable net income of $170060.11 and tax duo In the amount of
$8,070.20.

April 9, 1987.-Intornal Revenue Agent A. Wendell Potorson submitted to the
Internal revenue agent In charge, 17 Battery Place, New York, N. Y., a report
covering his examination of Mr. Lowe's return for 1030. The report showed
additional tax duo in the not amount of $48,828.44, duo mainly to the disallowance
of the deduction claimed in the return for Interest paid to Now Providence Co.,
Ltd. The report also recommended the assertion of a fraud penalty in the
amount of $24,411,72, making not additional tax and penalty of $78,238610. No
copy of this report was furnishod to Mr. Lowe.
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April 17, 1987.-The Chief of the Intelligence Unit forwarded to the Chief
Counsel a copy of a letter from Special Agent Brenner dated April 16, 1037, with
which lie transmitted a power of attorney 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 90, 1937.-The Chief of the Intelligence Unit, Elmer L. Irey, 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 Revenue Agent A. Wendell Peterson.

April 07, 1987.-Letter from Special Agent Philip A, Brenner to the Chief of the
Intelligence Unit referring to his report on Henry W. Lowe dated April 19, 1937,
wherein he stated on page 26 that the taxpayer had offered to settle his tax liability
of $137,495.08 for the years 1933 to 1936 by the payment of $78,000, and advising
that on April 27, 1937, Wayne Johnson, attorney for Mr. Lowe, had telephoned
him that Mr. Lowe now off6red to pav the full amount of his taxes and Interest to
date that Mr. Lowe had arranged to borrow the funds and that the amount would
be paid as soon as his offer was accepted.

April .9, 1087.-Form memorandum from the head of the Records Division,
Income Tax Unit, to the General Counsel advising that the statute of limitations
for assessment in the case of Mr. Lowe for the year 1933 would expire on June
30, 1937 and inquiring the present status of the case.

Mat b, 1987.-Form memorandum from head of the Penal Division, Chief
Counsel's office to the head of Records Division, Income Tax Unit, advising
that Mr. Lowe had been requested to file a now waiver for the year 1933.

Mat 5, 1087,-.Letter from the Commissioner of Internal Revenue to Henry
W. I,owe, 67 Wall Street, Now York N Y advising that his tax case for the
year 1933 had been referred to the office of tio Chief Counsel for the Bureau of
Internal Revenue for consideration and that it probably would be Impossible to
reach a decision prior to the expiration of the statutory period of limitations for
assessment as extended by the waiver then on file. A new waiver form was
enclosed and Mr. Lowe was invited to sign and return the same within 15 days
or to advise the office if he did not desire to (1o so.

May 5 1087.-Letter from agent in charge (form 884) to Commissioner of
Internal Revenue transmitting the report of Internal Revenue Agent Peterson
and all other papers relating to the examination of Mr. Lowe's return for 1930,

Mat 7, 1081.-Ageat's report and accompanying papers relating to Mr. Lowe's
return for 1930 received In Records Division, Income Tax Unit.

Ma, 19, 1987.-Agent's report and accompn)anying pa ers relating to Mr,
Lowe's return for 1930 received in Special Adjtment Division, Income Tax
Unit.

May 06 1087. -Copy of a proposed agreement between Henry W. Lowe and
Mario 0. Lows relating to adjustments in the amount to be paid to Mrs, Lowe
under a separation agreement if Mr. Lowe's offer in compromise should be ae-
cepted bv the Commissioner of Internal Revenue. This copy of agreement was
loft with the offlco by Special Agent Brenner personally.

June 2, 1087.-Memorandum from R. L. Joy assistant head, Penal Divinion,
to Mr. Laughlin, head of Division, with respect io the issuance of a 90-day letter
to Mr. Lov if a new waiver was not filed and setting forth the substance of a long-
distance telephone conversation between Mr. Joy and Mr. Wayne Johnson of
Now York, attorney for Mr. Lowe, in which conversation Mr. Johnson advised
that he had filed amended returns and an offer in compromise with certified check
for $137 000 on behalf of Mr. Lowe and stating further that he would file the noces-
sary waiver immediately.

Juno 2, 1087.-Lottor from Wayne Johnson, Now York N, Y., attorney for
Henry W. Lowe, to the General Counsol, Bureau of Internal hov enuo, stating that
he desired an opportunity for a full hearing before the office of the General Coulsol
In connection with the ofer in compromilso filed by Mr. Lowo with the collector ol
internal revenue, customhouso, New York City, and offering to furnish any fur-
thor Information desired with resl)oct to Mr. owes financial situation.

Juno , 1087.-Iotter from the firm of Johnson & Shores, Now York, N. Y., con.
firming Mr, Johnson's conversation with Mr. Joy and enclosing a waiver of the
statute of limitations for til year 1933 executed by Mr. Lowe.

J14po 4, 1987.-Memorandum from the Chief of the Intoillgonce Unit to the
Chief Counsel transmitting a letter received from Special Agent Philip A. Brenner
with respect to the filing by Mr. Lowe on Juno 1, 1037, of offer in compromise In
the amount of $135,458.98.

,rtune 7, 1087.-Letter from the Office of the Collector second distrlot Now
York, to the Commissioner of Internal Roonuo transmliting an offer In com.
promise filed by Mr. Heory W. Lowe under date of Juno 1, 1137, in the amount
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of $135,497.88 tendered in lieu of additional income taxes and interest for the
years 1933 to 1936 Inclusive.

June 8, 197.-beputy 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 prosecution, In connection with the ease then
pending in the Chief Counsel's Office.

June 3, 1937.-Letter from Internal Revenue Agent in Charge C. R. Krigbaum,
Now York, N. Y., to the Chief Counsel, Bureau of Internal Revenue confirming
a telephone conversation had with R. L. Joy, Assistant Head, Penal division, on
Juno 22, 1937, with respect to the returns of Messrs. Dwight, Marx, Lowe#
Schwab, Thorns, and Ayres.

June 2/, 1987.-Letter from Internal Revenue Agent In Charge C. R. Krigbaunm
to Deputy Commissioner Russell, Income Tax Unit, transmitting a form 866
"agreement as to final determination of tax liability" which had been filed with
the Collector of Internal Revenue by Henry W. Lowe on that date and advising
further that Mr. Lowe had filed amended returns with the collector for the second
district of New York, for the years 1933 to 1930, inclusive, which would be for.
warded by the collector with his July 10 list.

LAWRENCE MABx-1934-3--CRONOLOoICAL HISTORY OF CASE

March 11, 1085.-Letter from collector second Now York district to Mr.
Marx, granting, pursuant to request therefor, an extension of time to Juno 15p
1935, in which to file his return for the calendar year 1934.

March 15, 1985.-Mr. Marx filed a tentative return for 1934 with the collector,
second Now' York district, The return showed no gross income, deductions, or
net income, but showed an estimated tax due of $100.

June 15, 1035.-Mr. Marx filed his completed 1934 return with collector#
second Now York district, The return showed total income of $121 891 11,
deductions aggregating $107,700.26 (including $79 100 as interest paid to New
Providence Vo. Ltd., Nassai, Bahana Islands, an $247.48 as interest paid the
Royal Bank of Canada)p taxable net income of $14,184.80 and tax due in the
amount of $571.77.

February R6, 1980.-Letter from collector, second Now York district, to Law-
rence Marxgranting him, pursuant to request therefor, an extension of time to
Juno 15 190, in 'wloh to file his return for the calendar year 1935,

March 16, 1036.--Mr. Marx filed a tentative 1935 return with the collector,
second Now York district. The return showed no gross Income, deductions, or
net Income, but showed an estimated tax due of $50.09.

June 15, 1986.-Mr. Marx filed his completed 1935 return with collector,
second Now York district. The return showed total income of $115,8069.28,
deductions aggregating $110,577.560 (including $82,444.58 as interest paid on
loans secured by lifo insurance policies), taxable not income of $5,291.72, and no
tax due,

Juno 05, 1930.-Internal Revenue Agent M. Alderman submitted to the internal
revenue agent in charge, 17 Battery Place, Now York, N. Y., a report covering
lis examination of Mr. Marx' return for 1034. The report showed additional
tax (lue in the net amount of $25,030.67, due mainly to the disallowance of the
deduction claimed in the return for interest paid on loans secured by life Insurance
policies, and to the disahiowanco, as a business expense of the sum of $4,092.38,
representing part of the cost of operating a yacht, which'xwas claimed as a doduo-
tion in the return,

September 11, 1986.-Letter to Mr. Marx by internal revonuo agent in char o,
furnishing him a statement of adjustments and additional tax recommen(dc(t ty
Internal Revenue Agent Alderman and giving him 30 days in which to file a
protest with respect Thereto.

September 18, 1930.-Minograph form letter received from Mr. Marx by
internal revenue agent in charge advising that a protest would o filed against
the internal revenue agent's findings witlh n the allotted toe.

October 2, 1030.-Protest filed by Mr. Marx with internal revenue agent in
charge against proposed adjustments to his 1934 return and requesting a hearing
thereon at as early a (late as might be convenient,

November 4, 103.-Affidavit by Lawrence Marx with reference to his use of
a motor yacht for business purl)OsO filed with internal-revenue agent in charge.

November 97, 10 0.-Conforenco In offlco of Internal-revenue agent 1 charge
with respect to jroposod adjustments to Mr. Marx's 1934 return, Proset for the
taxpayer were Mr. Peter I. 1, Levine, attorney, 01, Broadway, Now York, N. Ya
and two witnesses, Walter C. Babor, 0 P ino Strot, Now York, N. Y., and L. 1j.
Smith, 1412 Broadway, Now York, N. Y. The conference was hold before
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Internal Revenue Agent P. H. Fisher, conferee. 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 secured by life-
insurance policies and for the cost of operating a yacht were sustained.

November 80, 1938.-Internal Revenue Agent Charles Lederberg submitted
to the internal-revenue agent in charge, 17 Battery Place, New York, N. Y., a
report covering his examination of Mr. Marx's return for 1935. 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 return for interest paid on loans secured by life-
insurance policies and to the disallowance, as a business expense, of the sum of
$5,742.14, representing part of the cost of operating a yacht, which was claimed
as a deduction in the return.

Decernbor R, 1980.-Lottor from internal-revenue agent in charge to Mr. Marx,
advising him that all papers in connection with his 1934 return were being for-
warded to the Bureau at Washington.

December R, 1930.-Lotter from agent in charge (form 884) to Commissioner of
Internal Revenue, transmitting report of Internal Revenue Agent Alderman and
all other papers relating to the examination of Mr. Marx's return for 1934.

Decemaber 4, 1936. -Agent's ro )ert and aeomlanying papers relating to Mr.
Marx's return for 1934 received in Records Division, Income Tax Unit.

December R1, 1030,-Lotter to Mr. Marx by internal revenue agent in charge,
furnishing him a statement of adjustments and additional tax recommended by
Internal Revenue Agent Loderborg for 1935 and giving him 30 clays in which to
file a protest with respect thereto.

December 80, 103O.-Mimeograph forin letter received from Mr. Marx by
Internal revenue agent in charge, advising that Internal Revenue Agent Leder-
berg's findings in his report dated November 30, 1936, were not agreed to and
that a protest would be filed within the allotted time.

January+ 6, 1937.-Power of attorney iled with internal revenue agent in charger
signed by Mr. Marx and appointing Messrs. Peter I. B. Lvine Robert D. Steooll
and Milt on B, Eulau, attorneys a law, 61 Broadway, Now Yfork, N. Y., as his
attorneys-In-fact.

January 5, 1087.-Protest flied by Mr, Marx with Internal revenue agent In
charge against proposed adjustments to his 1935 return and requesting a hearing
thereon.

February 0, 19,97.-Agont's report and accompanying papers relating to Mr.
Marx's return for 1934 received in Special Adjustment Division.

March 1M, 1037.-Mr. Marx filed with collector, second Now York district, his
tentative 1930 return, The return showed no income, deductions, or taxable not
income, but estimated tax due in the amount of $200.

April a, 1987.-Letter from collector, second New York district, to Mr. Marx,
granting him pursuant to request therefor, an extension of time to June 15, 1937,
in whicI to file his 1936 return.

April 7 1987.-Mr. Marx filed with collector, second Now York district, his
completed 1936 return. The return showed total income of $191661.14, deduc-
tions a grogating $178,250.55 (including interest paid to New Providene Co.,
Ltd., Nassau, $103,503 and to the Royal Bank of Canada, Nassau, $1,000); tax-
able net Income of $13,404,59, and tax duo in the amount of $750.89.

April 8, 1087,-Lotter from Stroook & Stroook, by Milton B. Eulauo, to Com-
missioner of Internal Rqvonuo, transmitting an additional memorandum in sup.
port of an affidavit of Lawrence Marx, dated November 24, 1930, relating to the
use of a motor yacht for business purposes.

April R6, 1087.-The chief of Intelli gone Unit forwarded to the chief counsel
a copy of a latter dated April 24, 1937 from Special Agent Philip A. Brenner,
transmitting power of attorney dated April 10, 1937, from Mr. Marx to Peter
I, 13. Levine and Robert 1). Stoefol for filing with the Public Relations Division,

April 88, J037.-Ener L, Iroy, chief of Intelligence Unit, forwarded to the
ohief counsel copies of a lottor dated April 23, 1937, from Special A gent Philip A.
lironner, in which he advised that Mr, Votor 1, B. Levine, attorney for Mr. Marx,
and for Jacob W. Schwab, had called at the offico of the special agent In charge
and submitted amended returns for these taxpayers for the years 1034 to 1030,
inclusive; that the amended returns of Mr, Marx showed total additional tax
duo in the amount of $115 042.10 and that Mr, Levino had stated that his clients,
Mossors. Marx and Schwab, wore willing to oloso their oases on the basis of the
amended returns submitted ani wore ready and able to pay the full taxes and
.interest due and were willing to onter into closing agreements, waiving all claims
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for refunds. Mr. Levine requested that his offer bo considered by the Bureau
and that he be advised as soon as possible as to tile Bureau's decision.

April 80, 1087.-Internal Revenue Agent A. W. Peterson submitted to the
internal revenue agent it charge, 17 Battery Place, Now York, N. Y., a report
covering his examination of Pr. Marx's return for 1936. The report showed
additional tax due in the net amount of $81,201.74 plut the 50 percent penalty
in the amount of $40,600.87, making a total of $121,802.61, exclusive of interest.
The additional tax was shown by the report to be due mainly to the disallowance
of deductions claimed in the return for interest paid to Now Providence Co., Ltd.,
Nassau, and Royal Bank of Canada, Nassau, and to the disallowance, as a
business expense, of the sum of $4,873.89, representing part of the cost of operat-
ing a yacht, which was claimed as a dedklction in the return. This report covered
investigation made by Internal Revenue Agent Peterson at Nassau, Bahama
Islands, in cool)eration with Special Agent Philip I. Brenner.

May 8 1W 7.-Memorandum from R. L. Joy, assistant head, Penal Divislon,
to Special Attorney W. T. Howley, advising that when lie (Joy) was in Mr. Irey's
office on Thursday or Friday of the preceding week, Special Agent in Chargq
McQuillan called Mr. Irey by telephone from New York with regard to the oral
offer marie by Peter I, B. Lev inc to close the Marx and Schwab eases oil the basis
of amondeo returns filed; that he (Joy) talked with Mr. MeQuillan and told him
that the Bureau could not consider Mr. Lovine's offer in its present form, that if
he wished, lie could file formal offers in compromise paying the amounts thereof
to the collector, and that such offers would be considered, also that the office
desired Special Agent Brennor to submit regular reports in these cases, as he had
done i the others.

May 6, 1087.-Tho Chief of the Intelligence Unit, Elmer L. Irey, forwarded to
the chief counsel the report of the Special Agent Philip A. Brenner, dated April
29, 1937, in the case of Lawrence Mrrx, covering the investigation made by him
at Nassau In cooperation with Internal Revenue Agent A. Wendell Peterson.,

M[ay 10, 197.-Mmorandum 5y Internal Revenue Agent P. 1, Fisher con-
foree, office of internal revenue agent in charge, 17 Battery Place, New York,
N. Y., reviewing facts in Mr. Marx s case for the year 1935, the investigation made
by Internal Revenue Agent Peterson and Special Agent Brenner, -and recom-
mending that the fraud penalty be assorted for the year 1985 and the case forn
warded to the Bureau at Washington.

May I, 1087,-Letter from assistant to the collector, second Now York district
to the Commissioner of Internal Revenue, transmitting offers in compromise filed
by Jacob W. Schwab and Lawrence Marx covering their income tax liabilities
for the years 1934# 1935, and 1936.

May 12 1087.-Letter from agent in charge (form 884) to Commissioner of
Internal Revenue transmitting the report of Internal Revenuio Agent A. W.
Peterson and all other papers relating to the examination of Mr. Marx s return for
1986.

May 18, 10 7.-Agent's report and occompanying papers relating to Mr. Marx's
return for 1030 received in Records Division, Income Tax Unit.

May 19, 1087,-The chief of Intelligence Unit, Elmer L. Iroy forwarded to the
chief counsel a letter, dated May18, 10937 from Special Agent Philip A, Brenner
advising that on May 5 1937, Mr. P, I. h. Levine, attorney for Mr. Marx, had
filed three formal offers in compromise, forms 650, a separate form for each of the
years 1934, 1935, and 1936, In the respective amounts of $25,837.80, $20,668.74
and $18 324.42, the latter amount relating only to the first quarterly payment for
1936. ohe special agent stated that the offers submitted therewith lad been filed
with the collector and that the offers had been forwarded by the collector on May
12, 1937.

May 01, 107.--Agent's report and aocompailying papers relating to Mr. Marx's
return for 1930 recci vod in Special Adjqstment Division.
May 86, 1987.-Letter from internal revenue agent in charge to Mr. Marx,

advising him that all papers In connection with his 1985 return were being for-
warded to the Bureau at Washington.

May to 107.-Lottor from agent in charge (form 884) to Commissioner of
Internal Revenue, transmitting the report of Internal Ro\,onue Agent Charles
Alderman and all other papers relating to the examination of Mr. Marx's return
for 1935.

May 20, 1087,-Agont's report and accompanying papors relating to Mr.
Marx s return for 1935 received in Records Division, income Tax Unit.

Juno 2 1037.-Agent's report and accompanying paners relating to Mr. Marx's
return for 1985 roeived in Special Adjustment Dlvison, Income Tax Unit,
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June 4, 1987.-Deputy Commissioner Russell forwarded to the chief counsel
the adninistrativw fies in the ease of Mr. Marx for the years 1034 to 1936, in-
elusive, for consideration in connection with offers in compromise pending before
the chief coun3el's office.

June 9, 1957.---Lottor from collector, second New York district, to Commis-
sioner, referring to an offer in compromise submitted by Mr. Marx in conne.
tion with his 134 return and setting forth a correction in the transcript of addi-
tional assessment for the year 1034.

June 9 1937.-Lotter from collector, second Now York district, to Commis-
sioner of internal Revenue, referring to an offer in compromise submitted by Mr.
Marx for the year 1035 and setting forth a correction in the transcript of addi-
tional assessment for the year 1035.

June 9, 1987.-Lettor from collector, second New York district, to the Com-
missioner of Internal Revenue, referring to offer in compromise submitted by
Mr. Marx for the year 1936 and setting forth a correction in the transcript of
assessment of 1930.

June R3, 1987.-Lottor from Internal Revenue Agent In Charge C. It. Krig-
baum to the chief counsel, confirming telephone conversation had with R L.
Joy, Penal Division, on June 22, 103", and giving further information relative
to returns filed by Messrs. Dwight, Marx, Lowe, Schwab, Theme, and Ayres for
the years covered by these eases.

JACOB W. SenWAB-1034-36-CioooOGCL HISTORY OP CA8s
Afarch 16, 1085.-Mr. Schwab filed his 1034 return with collector, second New

York district. The return showed total income of $50,311.42, deductions aggre-
gating $49,307.02 (including $43,970 as Interest paid to Now Providence Co.,
Ltd., Nassau, Bahama Islands); taxable not income of $0,043.50 and tax due
in the amount of $93.01. (Not a joint return.)

February 10, 108.-Letter from collector, second Now York district, to Jacob
W. Schwab granting an extension of time to June 15, 1930, in which to file lite
return for the year 935 as requested It a letter from Mr. Schwab to the collector
dated February 24, 1936. r

February 29, 1086.-Lottor from the collector, second Now York district, to
Dora K. Schwab, granting her an extension of time to Juno 15, 1930, in which
to file her 1035 return, as requested in a letter from Mrs. Schwab to the collector
under date of February 27, 1930.

March 10, 1936.-Jacob W. and Dora K. Hohwab filed with the collector,
second New York district, their tentative joint return for 1035. This tentative
return showed no gross income or deductions and no not income and estimated
no tax duo.

June 15, 1080.-Jaob W. and Dora K. Schwab filed with the collector, second
Nlew York district their joint return for 1035. The return showed total income of
$44,078.10, deductions aggregating $47,037.42 (including interest paid on loans
seourod by life-insurance policies, $45,524.39), and a net loss for the year of
$2,059.23, with no tax duo,

June 20, 1086.-Internal Revenue Agent D. J. Manning submitted to the
iniernal-rovenuo agent in charge, 17 Battery Place, Now York N. Y., a report
covering his examination of Mr. Schwab's return for 1034. The report showed
additional tax duo In the not amount of $9,134,02, duo mainly to tho disallowance
of the deduction claimed In the return for interest paid to Now Providence Co.,
Ltd

August 1, 108.-T,ettor to Mr. Schwab by Internal-revenue agent in charge
furnishinghim a statement of adjustinents and additional tax recommended by
Internal Revenue Agent Mranning and giving him 30 (lays in which to file a pro.
test with respect thereto. I

Auguts 28, 1036.-Minograph form letter received from Mr. Schwab by Inter-
nal- avenue agent In charge a(lvisilg that Internal Revenue Agent Mannilng's
findings in his report (latedm ,tune 20, 1930, wore not agreed to and that a protest
would be filed within the allotted time,

August 81 1980,-Protest filed by Mr. Schwab with agent in oiarge against
proposed adJust,.,onts to his 1034 return and request for a hearing at as early a
datW us convenient.

September 28 103 1 -Lettor front Mr. Schwab to internal-revenue agent In
9harg, 17 Batiory Place, New York, N, Y., submitting an amendmont to hui
protest filed on August 31, 1030.
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November 17, 1986.-Conference In office of internal-revenue agent in charge

with respect to proposed adjustments In Mr. Schwab's 1934 return. Present for
the taxpayer, Mr. Peter I. B. Levine, attorney, 61 Broadway, New York, N. Y.,
with two witnesses, W. C. Babcr, 70 Pine Street, Now York, N. Y., and L. L.
Smith, 1412 Broadway New York, N. Y. The conference was before 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 New Providence Co., was tentatively sustained, pending final determination of
this question by the General Counsel's office in other eases pending there.

November 20, 1986.-Consent to assessment of a partial deficiency for 1035 In
the amount of $71.01 signed by Mr. Schwab and filed with Internal-revenue agent
in charge pursuant to an agreement reached at the conference on November 17,
1930.

November 28 1980.Letter from Internal Revenue Agent in Charge C. R,
Krigbaum to ar. Schwab advising hin that all papers in connection with his 1934
return were being forwarded to the Bureau at Washington.

November 28, 1980.-Lotter from agent in charge (form 884) to Commissioner
of Internal Revenue, transmitting the report of Internal Revenue Agent Manning
and all other papers relating to the examination of Mr, Schwab's return for 1934.

November R6, 1936.-Agent's report and accompanying papers relating to Mr,
Schwab's return for 1934 received in Records Division, Income Tax Unit.

December 2, 1986.--Agent's report and accompanying papers relating to Mr.
Schwab's return for 1934 received In Special Adjustment Division, Income Tax
Unit.December 17, 198.-Deputy Commissioner Russell, Income Tax Unit, for.
warded to the Assistant General Counsel for the Bureau of Internal Revenue
the income-tax ease of Mr. Schwab for ti year 1034 for consideration of the
question of criminal prosecution, in connection with the eases of other taxpayers
who had claimed deductions for interest paid in connection with loans on single.
premium life-insurance policies.

December 02 198 .-Mr. Schwab's case assigned to W. T. Howley, special
attorney Penal Divilon. c

December 80, 108.-Internal Revenue Agent A. W. Peterson submitted to the
internal-revenue agent in charge, 17 Battery Place, New York, N. Y,, a report
covering his examination of the Joint return of Mr. and Mrs. Schwab for the year
1035. The report showed additional tax due in the net amount of $7 020660
duo mainly to the disallowance of the deduction claimed in the return for Intoeres
paid to New Providence Co., Ltd. No copy of this report was furnished to Mr.
and Mrs. Schwab,

J'anuarl 18, 108.-Lotter from agent in charge (form 884) to Commissioner 'of
Internal Revenue, transmitting the report of Internal Revenue Agent Peterson
and all other papers relating to the examination of Mr. and Mrs. 86hwab's joint
return for 1 035.

January 14, 1087-Agent's report and accompanying papers relating to Mr. and
Mrs. Schwab's joint return for 1035 received In Aecords Division, Income Tax
Unit,

January 16, 1087,-Agent's report and accompanying papers relating to Mr. and
Mrs, Schwab's joint return for 1935 received in Special Adjustment Divislon,
Income Tax Unit.

January 22, 1087.-Deputy Commissioner Russell, Income Tax Unit, forwarded
to the chief counsel for the Bureau of Internal Revenue the case of Mr. and Mrs.
Schwab for the year 1035, for consideration of the question of criminal prosecution
in connection with Mr. Schwab's case for 1034.

January 8 1987 -Momorandum from the chief counsel, Bureau of Internal
Revenue to Mr. Iroy, Chief of the Intelligence Unit, advising him that the Income
Tax Unit has forwarded to this office the case of Jacob W. and Dora K, Schwab,
03 Franklin Street, Now York N, Y., whioh ease also involved a single-premium
life-insurance policy Issued by ihe Standard Life Insurance Co,, Ltd of Nassau,

Afarch 16, 1087,-Jacob W. and Dora K. Schwab filed with the eollcctor, second
Now York district, their tentative joint return for 1986. The return showed no
gross Income or deductions and no taxable net income but estimated tax due In
the Amount of $50.

April 14, 10987.-Jaob W. and Dora K, Schwab filed with the collector, second
Now York district, their completed joint return for 198, The return showed
total Income In the amount of $89,883.83, deductions !ggrepating $80 124,24
(including $75,772 as Interest Baid to Now Providence A, Ltd. and 6500 as
Intoroestpald to Royal Bank of Canada), taxable not income of $9,7b9,19, and tax
duo in the amount of $280.88. 4 ,
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April 28, 1987.-Letter from Special Agent Philip A. Brenner to the Chief of

the Intelligence Unit relating to the cases of Jacob Schwab and Lawrence Marx.
The letter advised that on April 20 1937, Mr. P. I. B. Levine, attorney for both
taxpayers, called at the office of the special agent in -charge at Now 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 $15,042.10 and that the amended returns filed for Jacob W. Schwab showed
total additional tax due of $37,218.46. The letter further advised that Mr.
Levine had stated that his clients, Marx and Schwab, were willing to close their
eases on the basis of the amended returns and were ready and able to pay the full
taxes and interest due and were also willing to enter Into closing agreementswaiving all claims for refunds.

April 041 197.--Letter from Special Agent Philip A. Brenner to the Chief of
4he Intelligenco Unit forwarding a power of attorney dated April 10, 1037 from
Jacol) W. Schwab to Peter I. B. Levine and Robert D. Steefel for transmital to
the Public Relations Division.

April 6, 1987.-Lotter from Elmer L. Iroy Chief of the Intelligence Unit, toLhe chief counsel, transmitting copies of the letter received from Special Agent
Philip A. Brenner dated April 23, 1937, relating to the amended returns filed by

Mssrs. Marx and Schwab and advising that powers of attorney furnished the
special agent were being transmitted to the Public Relations Division.

April 86, 187.-Memorandum from the Chief of the Intelligence Unit to the
cef counsel transmitted copies of letter from Special Agent Brenner to the
Chief of the Intelligence Unit, dated April 24, 193T, Inclosing power of attorney
given by Mr. Schwab to Peter I. B. Levine and Robert D. Steefol, and advising
that the power had boon forwarded to the Public Relations Division for recording
,and filing.
* April 80, 1987.-Intornal Revenue Agent A. W. Peterson submitted to the
internal-revenue agent in charge, 17 Battery Place, New York, N. Y., a report
covering his examination of the joint return of Jacob W. and Dora K. Schwab for
th year 1936. Tie report showed net additional tax duo In the amount of
$20,658.94, due mainly to the disallowance of the deduction claimed in the
return for Interest paid to New Providence Co., Ltd., and recommended the

Mertion of the percent fraud penalty in the amount of $13,279.47. This
report covered investigation made by Revenue Agent Peterson In Nassau, Bahama
Islands, In cooperation with Special Agent Philip A. Brenner.

May 8 1087,-The Chief of the Intelligence Unit, Elnor L. Irey, forwarded to
the chief counsel, Bureau of Internal Revenue, the report of Special Agent Phill t
A. Brenner, dated April 29,_1937, In the case of Jacob W. Schwab covering inves,-r
gations made by him at Nassau In cooperation with Intornal Revenue Agent
A. Wendell Peterson.

May 8,1087.-File memorandum from R, L. Joy, assistant head Penal Division
to Special Attorney W. T. iowley, advising that while In Mr. Iroy's office the
preceding week Spocial Agent In Charge McQuillan at Now York had called Mr.
Irey concerning the Marx and Schwab cases; that Mr. Joy talked with Mr.
McQuillan advising him that the Bureau could not consider Mr, Levine's offer
in its present form; that if he wished he could file formal offers in compromise for
the taxpayers, paying the amount to the collectort and that his offers would be
considered; also that the office desired Special Agent Brenner to go ahead In these
Insurance-polioy cases and submit his regular reports as he had done in the other
cases.

Ala 1,0,1087,-Tho assistant to the collector for the second Now York district
forwarded to the Commissioner of Internal Revenue three formal offers in compro-
mise (form 050) filed by Jacob W. Schwab covering additional taxes, interest, and
penalties duo for the years 1934, 1035, and 1080 (a separate offer for each year)
in the respective amounts of $9,787.58, $0,254.40, and $5,715.75, the last amount
relating only to the first quarterly installment for the calendar year 1030.

Man 18187 -A nts report and accompanying l)apors relatingg to Jacob W.
and Vora W. Schwab Joint return for 1030 recelve dn Record Division, Income
Tax Unit,

May 14 ,1087.-Throo formal offers in compromise submitted by Jacob W
Schwab and forwardcdto the Commissioner under date of May 12, 1037, received
in Awlstant General Qunsl's oflloe.

May 19, 187.-Tho Chief of thenteligenceo Unit, Elnor L. Iroy, forwarded to
'6e chef ounsol a letter from SpeeWl Agot Philip A. Brenner dated May 18,1987, relating to the others in compromise filed byJaob w Sohwab and trans.
mitting a copy of the report of Intorhal Revenue glt A, W,Poterson, date4
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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 1930.

Alay 24, 1937.-Agent's report and accompanying papers relating to Jacob W.
and Dora K. Schwab's joint return for 1930 received in Special Adjustment Divi-
sion, Income Tax Unit.

June 8, 1937.-Deputy Commissioner Russell, Income Tax Unit, forwarded to
the chief counsel the eases of Jacob W. and Dora K. Schwab for 1936, for con-
sideration of the question of criminal prosecution in connection with eases then
pending in the chief counsel's offlce against these taxpayers for prior years.

June 9 1937.--Letter from the collector, second Now York district, to Com-
missioner of Internal Revenue referring to offer in compromise submitted by
Jacob W. Schwab for 1930 and setting forth a correction in the transcript ofadditional assessment for the year 1936.

June 9 1937.-Letter from the collector, second Now York district, to Com-
missioner of Internal Revenue relating to offer in compromise submitted by Jacob
W. Schwab for 1935 and setting forth a correction in the transcript of additional
assessment for the year 1935,

June 9, 1987.-ULetter from collector for the second Now York district, to Com-
missioner of Internal Revenue relating to offer in compromise filed by Jacob W.
Schwab for the year 1934 and setting forth a correction in the transcript of addi-
tional assessment for the year 1934.

GOonUm Tnois--1935---CHRoNOLOO CAL HISTORY OF CAsn

March 13, 198.-Mr. Thoms filed his 1935 return with the collector, second
Now York district, The return showed total income of $30,748.70, deductions

grogating $33,018.88 (including $32,008 as interest paid to New Providence
CUompanyp Ltd., Nassau, Bahama Islands li connection with a single-premium
life-insurance policy issued by Standard Life Insurance Co., Ltd.), taxable net
income of $3,729.88 and tax due in the amount of $91.88.

,September 24, 198.-Internal Revenue Agent Harold T. Swartz submitted to
the internal revenue agent in charge, 17 Battery Place New York, N. Y., a report
covering his examination of Mr. Thorns' return for 1935, The report showed addi-
tional tax due in the amount of $5,240.87, due mainly to the disallowance of the
deduction claimed in the return for interest paid to Now Providonce Company,
Ltd.

October 22, 1086.-Letter from Internal Revenue Agent in Charge C. R. Krig.
baum to George Them. furnishing him a statement of the adjustments and
additional tax recommended by Internal Revenue Agent Swartz and giving him
80 days in which to file a protest with respect thereto.

November 14, 108.-Mimeograph form letter received from Mr. Thorns by
internal revenue agent in charge advising that Internal Revenue Agent Swartz'
findings were not agreed to and that a protest would be filed within the allotted
time,

November 18, 1986.-Protest filed by Mr. Thoms with internal revenue agent
in charge, Now York, N. Y., against proposed adjustments to hie 1935 return
and requesting a hearing thereon before the ease is forwarded to Washington.

December 0, 198.-Conforee's memorandum by Acting Conferee orris
Weiss in the office of the agent In charge sthtig that the question presented in
Mr. Thons' ease is the deductibility of a sum claimed as interest on money
borrowed upon the collateral of an insurance policy issued by Standard Lifo
Insurance Co. of Nassau; that the question Is at present pending in the 1htreau
with respect to other taxpayers and recommending that the case be forwarded
to the Bureau for association with the cases then pending,

December 10 1G96,-Letter from Internal Revenue Agent in Charge C. R.
Krigbaum to George Thorns advising him that all papersin connection with his
109 return were being forwarded to the Bureau at Washington,

December 19, 1983,-Lotter from agent in charge (form 884) to Commissioner
of Internal Revenue transmitting the report of Internal Revenue Agent Swarts
and all other apor relating to the examination of Mr. Theme' return for 193.I December 11 19,,--Agent's report and accompanying papers relating to Mr,
Thoms' return for 1935 received in Records Division, Income Tax Unit.

April Ill 1987.-Agent's report and accompanying paprs relating to Mr,
Thons' return for 1035 received in Special AdJutent Division, Income Tax
Unit,

April R6, 187.-Tho Chief of the Intelligence Unit, Elnor L, Iroy, forwarded
to the chief counsel, Bureau of Internal Hevenuo, thQ report of Special Agent
Philip A. Brenner dated April 20, 1087p in the case of George Thorns covering



404 TAX EVASION AND AVOIDANCE

the investigation made by hhn at Nassau in cooperation with Internal Revenue
Agent A. Wendell Peterson.

April 27, 1987.-The Chlef of the Intelligence Unit forwarded to the Chief
Counsel a communication received from Special Agent Philip A. Brenner dated
April 26 1937, relating to a conversation had by him with Mr. George Thorns In
w 1i6h1PMr. ThornsR bad orally offered to pay his full taxes and Interest for the Year
1035 andl advising that Mr.* Thors had confirmed his offer in writing by a letter
dated April 23, 1037, addressed to the Comnmissioncr of Internal Revenue, as
follows:

"Concerning my Income-tax return for 1935: Confirming my oral offer to Mr.
Brenner, on the 10th instant, I am willing to pay the tax when assessed and
interest in full settlement of the matter."

June 8, 1987.-Deputy Commissioner Russell, Income Tax Unit, forwarded
to the Chief Counsel the case of Mr. George Thorns for the year 1935, for con-
Bideration of the question of criminal prosecution In connection with the eases of
other individuals then pending before the chief counsel's office in connection with
interest deductions claimed in their returns on amounts borrowed on life-insurance
policies taken out with Standard Life Insurance Co., Ltd,

Under Secretary VAOILL. The next and tho last item I have, other
than these things which were requested today and which I don't
have, was a request that there be presented the number and the
amount of deficiencies in taxes determined by the present adminis-
tration and the number of these cases which have been settled in
various ways in the Bureau without litigation before the Board of
Tax Appeals, and the amount so collected, I believe. I have that
also for the record.

Mr. VINsoN. What was that document?
Under Secretary MAoILL,. A statement of the total amount of

doficioncies determined during the present administration and the
number of such cases which have been settled and a summary of their
disposition. Senator Walsh requested'it and asked that we give these
summary details.

The CHAIAMAN, Do you suggest that be inserted in the record?
Under Secretary MAoILL. I should think so.
The CITAIRMAN. Without objection it will be inserted.
(The deficiencies asserted and cases settled by the Bureau of Inter.

nal Revenue during the present administration are as follows:)

Setlements in cases not appealed to Board of Tax Appeals during calendar years1938-86, inclusive

TOTAL SETTLEMENTS

Numvber retail tax, in.
Calendar year of te. terost, and Tax Interest penalty

turns penalty

10413 ......................... $0,406 $59,b28,427.11 $51,185,601.&1 $8,025,M8.28 $317,277.20
1034 ......................... 108,190 117,010,41I.21 8,3 A5,I5.,, 18,A71,007.40 073, N4.20
1935 ......................... 12.5, 730 109,69A,032,07 03, (.20. 6194 43 10, 053, 390, (9 1 687,D38,0
10 ..................... 214,229 12, 710, 38. 20 13i,220,O8,b7 20, 020, 053, 07 1,510,074.26

FIEI,1 A$,(U t I.E NTS

10V...........7, 498 1M,081: ON. 07 #,82.327$1,418,070.77 1 10,1103,03
1934............ .78,03 21, 017, A74.21 10, 81,370,03 1,730,003. 10 21,200.30
103...................... 0 700 32, R8, 10. 01 20,837,2.12 2,765, 012.0 20
1030..................... 174, 187 A7,5620,109,02 02, W3, 404, 08 4,007,170.401 8048

AOmIRMENTS PnROR To ISSUANCE OF DIwicitcY LETrTIMR

19131 ...................... 20,i00 $31,310,M33 $20410,%08,f $4,003,084,22 $241, 97.1
1 4......................... ,239 0 ,067,80. . 4, 2W, 20.0 0 ,844,08. 1 017,010.

.807.,42%239,79 73,280,00.07 14, 700,. b to 44, o l,

W- ,
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Settlements in cases riot appealed to Board of Tux Appeals during calendar years
1933-36, inclusive-Continued

AGREEMENT SUBSEQUENT TO ISSUANCE OF DEFICIENCY LETTER

Number Total tax, In.
Calendar year of re- terest, and Tax Interest Penalty

turn penalty

1933 ......................... 2,750' $10,131,213.11 $8,123,009.32 $1,943,487.29 $M4,71. 50
1934 ......................... 4,318 30,275,07& 98 29,20,943.45 N0071.0 1.90 35,048.57
1038 ...................... 3,209 5, 20, 31.30 4,447,473 07 7-, 202.19 23,25.14
1930 ........................ 4,176 5, 808, 899.39 4,970,144.72 812,484.04 20,270.03

DMPICIENCIRS ASSERTED AND CASES SETTLED BY TIE WIIRIMAU OF INTERNAL REVENUE
DURING TIlE PRESENT ADMINISTRATION

The attached tables show (1) the number of and the amount involved In deff-
clenolos assorted by the Commissioner of Internal Revenue during the calendar
years 1033 to 1930, inoluslve, and (2) certain Information relative to settlements
In the Bureau of Internal Revenue during the same period, The tables are sub-
initted In response to the committee's request for a statement showing the unlner
of and the amount Involved in defilenioles assorted during the present adminle-
tration and the lutmbor of cases settled in the Bureau during the same period.

Table showing number of and amount involved in deficiencies asserted by the Com.
missioner of Inernal Rfevenuo during the calendar years 1988 to 1986, inclusive

Nunberof Amount of tax
Calendar year aeflelenclos Ivolved

1933 ....................................................................... 14,490 ' $273,1SM,131,01
1934 ......................................................... 13, 34,5 13.947,270.8
103 .............. . .......................................... 14, olI 0, 243,012.72
1030 .................................... o............................ ....... 18,212 152, 111,345.0

Under Secretary MAIT,, 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, Inc.,
following Mr. Paul's testimony the otj.or day, simply giving the facts
with respect to that situation, If the committee wants it for the
record we can put it in.

The CHAIRMAN, Without objection.
Mr. COOPER. Mr. Chairman, we had better hear that,
Sonotor LA FoLIA-1,TT . I think so, too,
The CIAIRMAx. It is suggested that the statement be read.
Under Secretary MAoILi,. The record may show that Mr. Kent

prepared the statomnt with respect to the dii Pont companies which
the chairman offered for the record this morning,

Mr. VINRON. It was not identified.
The CHAIRMAN. The statement of Mr. Kent I offered for the re-

cord with the telegram, but I wanted to submit it to Mr. Magill before
I did so.

Under Secretary MAGII.L. Yes, sir. This statement which I will
now read to the committee was a statement prepared by Mr. Frank
Mocham, special attorney in the office of the General Counsel. Mr.
Mecham iW not here this morning and I will road the statement
myself.

507 T--pt,
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STATEMENT OF TUi TREASURY DEPARTMRNT RzLATIVQ TO THE Nzw YORK
SUN, INO.

In view of the statement of Mr. A. Harding Paul, of Wnshington D C., before
the committee on July 9, 1937, the Treasury desires to submit this additional
information.
The New York Sun, Inc., filed personal-holding-company returns (forms

1120-11) for each of the years 1934, 1935, and 1930. The corporations claimed
and was allowed (lediutlons upon those returns on account of the 20-prcont
deduction and (iebt-retiremneiit-(iduction provisions of section 351 of the Rovniue
Acts of 1934 and 1930. If theso deductions had not been authorized by the
statute, the New York St, Inc would have been required to pay an additional
amount of tax in the aggregate for the 3 years of $27,499.47. This is shown by
the following table:

IDebt-r.. Ta~x pid T&% It do.uM 1ecient tireanet under oo- . dutolnsYm "'stro [dduction toPM eliminlaed

1934 ............................................... .$30,804.70 $30,448 2 None i $,8K642
1935 .............................................. I 35,336,92 27,592.40 None ,8 833

0 ............... 3..................................... ,7& 30 1 8 0 000. 00 Noe ,744.72

The C. W. H. Corporation was incor)orated under the laws of the
State of Now York, April 20, 1927.

(The articles of incorporation of C. W. H. Corporation are as
follows:)

CIORTIFIOATE OV INCORPORATION OF C. W. H. CORPORATION PURSUANT TO
ARTICLE% 2 Of Tio STOCK CORPORATION LAW

State of New York, Department of State. Filed April 20, 1927; tax, $100;
filing fee, $30. Robert Moses Secretary of State, by John F. Cox, assistant
cashier. Watson, Lehman & Willgits, 6ounsolors at law, 280 Broadway, Now
York.

We, the undersigned, desiring to form a corporation, pursuant to article 2 of
the stock corporation law of the State of Now York, do hereby make, subscribe,
and acknowledge this certificate for that purpose as follows:
I. The name of the proposed corporation is C. W. It. Corporation.
II. The purposes for which it is to be formed are as follows:
(a) To acquire, print, publish, conduct, and circulate or otherwise deal with

any newspaper or newspapers or othor puilications, and gonerally to carry on
the business of nowspapor proprietors and general publishers. 'I o carry on if
and when It shall deem desirable tho trade or business of general printers, lithog.
rappers, engravers, and advertising agents.

(b) 'I o prepare for publication, print, olectrotype, bind, sell and distribute
and generally deal in magazines, pamphlets, books, and publications of all kinds,
and to engage generally in the business of job and book printers, bookbinders,
and stationers.

(c) To apply for, purchase or otherwlso acquire and to hold, own, use, develop,
and operate and to sell, assign, lease, or otherwise dlisposo of, grant licenses in
respect of, or otherwise turn to account, any and all patents and appliations
therefor, inventions, Inprovements, licenses, trade-marks, trado names, copy-
rights, formulae, and secret processes.

(d) To buy, or otherwise acquire, hold, lease, or othorwiso develop, control,
manage, erect, maintain, construct, reconstruct, or hold, either directly or through
ownership of stock In any corporation, suil, mortgage, lease or otherwise turn
to account any lands, buildings, fa.tories, warehouses, mills and buildings of
any nature, machinery, furniture and fixtures, rightseasemnts, permits, privi-
leges, franchises licenses, and all other property, whether real or personal, or
things which may at any time be necessary or convenient In and for or Incidental
to the business of said company.
() To buy, own, hold manufacture, produce, soll, and otherwise dispose of,

either m principal or agent, and upon commission or otherwise, all kinds of por-
sonal property, whatsoever, without limit as to amount, and to make and enter
into all manner and kinds of contracts, agreements and o llgatlone by or with
any person or persons, corporation or oorpoirations, for the purchasig, acquiring,
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manufacturing, and selling of any articles of personal property, of any kind or
nature whatsoever.

Topurchase, acquire, hold, sell, or otherwise dispose of stocks, bonds, and
other evidences of indebtedness of any corporation, domestic or foreign, to pay
for the same InI cash or in property or by the issuance in exchange therefor shares
of its capital stock, bonds, or other obligations, to possess and exerciso In respect
thereof all the right, )owers, and privileges of Individual owner or holder thereof
and to exercise all voting g power thereon, to such extent as a corporation organized
under the stock corl)oration law may at the time lawfully do, but not otherwise.

(g) To borrow noney in the course of the business of the corporation when
required and to issue, when deemed necessary, notes, bonda, bills of exchange,
debentures and other evidences of Indebtedness of all kinl without limit as to
amount, and to secure the santo or any part thereof by mortgage, bill of sale,
pledge, lien, or otherwise upon the property and franchises of this corporation,
or any part thereof; to soll such notes, bonds, or obligations to raise money when
requires in the transaction of the business of the corporation or In the course
thereof. I
(h) To do all and every thing necessary, ultable and proper for the accomplish.

mont of any of the purposes or for the attainmint of any of the objects or for the
furtherance of any of the powers ereinabove set forth, either alone or in assocla.
tion with individuals, firms or other corporations, 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 aforesaid businesses or powers or any part or parts thereof.
(s) To conduct and carry on any and all of the aforesaid business and to exercise

any and all of the aforesaid powers, or any part or parts thereof, in any other
State of the United States and any district 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, purchase, mortgage, and convoy real and personal
property In the State of Now York, as well as elsewhere.

Nothhilrg hereln contained is to be construed as authorizing this corporation to
carry on the business of discounting Iils, notes, or other evidences of debt, of
roe ivhg deposits of money or foreign veins or of buying and selling bills of ox.
change, or of isuing bills, notes, or ot her evidences of debt for eirculatQn as money,
or shall 1)0 (leoe(i to authorize or permit tills corporation to carry on any business
or exercise any power or do any act which a corporation organiv.ed under the stock
corporation law of thle State of Now York may not at the time lawfully do,

llf TIe total number of shares that may be issued by the corporation is 2,000,
all of which are to be of one class and without par value.

IV. The capital of the corporation shall be at least equal to the sum of the
aggregate par value of all issued shares having par value, plus the a gregate
amount of consideration received by the 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. The office of the corporation is to be located in the county of New York, city
of New York, State of Now York.

VI, Its duration Is to be perpetual.
VII. The number of its directors is to be five. The directors of the corporation

need not be stockholders therein.
VIII. The names and post-offico addresses of the directors until the first annual

meeting of the stockholders are as follows:
Names and 0oAt addrcsq.-William T. Dewart, 300 West End Avenue,

Now York, N, Y. Carman T. Dixon, 699 Ocean Avenue, Brooklyn N. Y.; Elton
H. Close, 411 Wa1on Road, Maplewood, N. J.; Arthur B. Gaunt, 103 North Munn
Avenue East Orange N. .; Harry B. Ward, 135-12 Two 1Hundred and Twenty.
second Stroet, Springlield, Long Island.
IX, The name and post-offlce address of each subscriber to this certificate of

Incorporation and a statement of the number of shares of stock whici each agreo
to take are as follows:

Name Pa"t0cffioams Nmeo
I Ib

Eli ~ ~ ~ 0 n(, N. Y'~.........1 ........n Av. norno~ .J
William Towart ................IO0 Wt Fnd Ae, Ntw York, N. Y........ Iorctr.lsrmn'xo. ............... | 09 Avo,, irook yn, N ....... .... Ol jt v L |qf ..................... ..I 41 1 % bio. td, itplowood, N, ......... o

Arjhur 1). OtI ................... 103 North Mtuan Ave, vt, Orng, , J ......... Of
many D. Word ........................ i-12 2 d St., 8prIlnlsid, u one IA.nd.......... o)0,

I -- .. . .. .. .. . . . ..I. . . . . .. . . . .. .
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X. All of tlip suhis'rierm of thin ertifleate are of fNll ago; at least two-thirds
of themi aroeffiizomu of the IliitedI St-ltem; 1111(i att least oneo of theutil IN a resident of
the Stato of New York. All of the porso iiatno(i as directors Aro of ftill ago,
alid at leant ollu of them in a citizcn of the tnilt.'d States amd at residlent of tho
Stato of Now York.

XI. All of tlio powers of the corporation are) vosted lit the board of directors
who may make, alter, amue, or repeal all b~ylaws of tho corporation except
such bylawsi um reguliteo or altoet tho oleetfii of (hirecoro and olicerm mid oxco )t
wheii it elmago of a bylaw or exorciso of a power Is madeo by states oxiprosly
dopendent upjop 4(oth)1 by, or consent of, the stockholders.

int wittivss whereof, w anve imuie, sutbscribed, and ackniowledIgedt this certiflcato

Dkvat Ap ril 18, 1027.WILA r.U AM
(iLAIIMAN T.~ DIXON.
HLMoN 11. CiLoMR.
AwRTuuum B3. (iAILwu'.
IlAlutY '11. WARD.

STATE or NKw You,
'ommnly of Notw York, on:

Oin this 18th day of April 1927, before tue personally camo and appeared Williami
T. Dowart, Ciarmu T.7 Dixon, Elton It. loss, Ar'imur 11, flauntt, anld Harry R.
Ward, to imu known aid kntowit to mee to bo tho operations demoriibod lit anld who
executed tho foregoig certlifiato of corporation, undI they severally ackoowl.
edged to inc that timey executed tho 5LUII.n.0 IAO81

Notary/ Public,
(Now York Counity Clork'ti No. 227.)

(Now York County Register's No. 9239.)
Commndssoit expires March 30, 1029.

STATO or Npiw Yonmc,
Ieprtmetism of Site on:

I certify that I have comnlarodl the proceding copy with the original cortificato
of incorporation of 0. W. 11. Corporat ion, tiled in tism department oni the 20t h (lay
of April 1027, and that stioli cop)y In a correct transcript thorof rom and of the wholei
of suh original.

WVitmemn Ily hand andI the oflilaal seal of tho Iopartmetit of State at the city of
Albany, this 3d (lay of July 1937. PAK~ t~'

[sm~m~JDepmu Secretary of State,

Under Speretary MAOM141. A certified copy of theo articles of incor-
poratimi is failed Ih erewith. As of D)ecember 31, 19:361, the total out-
stanuhimg stock of this comi)Ify consistedl of 1,050 shares of monpar coin.-
moll1 stoek, of which 980( shares'O Wero( owiel b~y William It. Dowart, aind
the balance by members of his family. 1

Iii an Miliait, filed with the lomhi ilsmionor Aiigust, 17, 1031s, wihel
was signed by A. Hlardin Paul, 730 Munsey Buildinig, Washkingtoni,
1). C., anid auh)Hcrjbed nm swornt to by William TV. Dowart, July 12,
193115, thle following statement, am11ong others, Was made;

'l'Io C. W. It, Corporation In a personal bhlding company formed by tho tax-
payer Int April 10:17,to ho 111(8tookt III vari ttin sumt diary otntoriprInes controlledI by
amn (william r. 1)ewart),

'Vito foregoitig ittlidavit, wats filed by William TI. iDowart in1 COnnec-
tioti with hI& individual icome-tax liability for tho yoar 1932.

There is a tt achied hereto mid( marked "EHiiit All 'i graph showing
howv the Dewart, famlily, through fthe CI W. IT, Corporatin, controls
mnd hirgely owns theo Row York Suni, jue., as well il8 numerous otitor
01nterr i'es.

(Exhibit, A Is as follows-,)

408
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Under Secretary MAGILL. The Now York Sun, Inc., was incorpo-
rated on October 15, 1920, under the laws of the State of New York.
A certified copy of its articles of incorporation is hereto attached.

(The articles of incorporation referred to are as follows:)
C111TIFICATE OF INCORPORATION or THE NEW YORK SUN, INC., PURSUANT TO

ARTICLe 2 OF THE STOCK CORPORATION LAW. STATE OF NEW YORK, OFFICE
OF SECRETARY OF STATE. FILmD OCTOBER 15, 1026; TAX $7,500; FILmNG FEE
$30.00

FLORENCE E. S. KNAPP,
SecretarV of ,State.By Joins F. Cox,
Asi8 tanl Cahier.

We, the undersigned, desiring to form a corporation, pursuant to article 2 of the
stock corporation law of the State of Now York, do hereby make, subscribe, and
acknowledge this certificate for that purpose a5 follows:

I. The name of the proposed corporation is Tho New York Sun, Inc.
II. The purposes for which it is to b0 formed are as follows:
(a) To acquire, print, publish, conduct, and circulate or otherwise deal with any

newspaper or newspapers or other publications, anld generally, to carry on the
business of newspaper proprietors and general publishers. To carry on if and
when it shall deem desirable the trade or business of general printers, lithographors,
erqgravors, and advertising agents.

() To prepare for publication, print, electrotype, hind, sell, and distribute
fnd generally deal fit magazines pamphlets, books, and publications of all kinds,
and to engage generally hi the business of jot) and book printers, bookbinders,
and stationers,

(c) 'o aj)ply for, purchase, or otherwise acquire and to hold, own, use develop,
and operate, and to sell, assign, lease, or otherwise dispose of, grant licenses in
respect of or otherwise turn to account, any and all patents and applications
therefor, inventions, improvements, licenses, trade-marks, trade names, copy-
rights, formula and secret processes.

(d) To buy, or otherwise acquire, hold, loaso or otherwise develop, control,
manage, erect, maintain, construct reconstruct, or hold either directly or through
ownership of stock in any corporation, sell, mortgage, lease, or otherwise turn to
account any lands, bullitigs, factories, warehouses, mills, and buildings of any
nature, machinery, furniture and fixtures, rights, easements, permits, privileges,
franchises, licenses, and all other property, whether real or personal, or things
which may at any time be necessary or convenient in and for or incidental to the
business of said company.

(e) To buy, own, hold, manufacture, produce, sell, and otherwise dispose of,
either as principal or agent, and upon commission or otherwise, all kinds of per-
sonal property, whatsoever, without limit as to amount, and to make and enter
Into all manner and kinds of contracts, agreements, and obligations by or with
any person or persons, corporation or corporations, for the purchasing) acquiring,
manufacturing, and selling of any articles of personal property, of any kipd or
nature whatsoever.

(f) To purchase, acquire hold, soll, or otherwise dispose of stocks, bonds, and
other evidences of indebteaness of any corporation, domestic or foreign, to pay
for the same in cash or In property or by the Issuance in exchange therefor shares
of its capital stock, bonds, or other obligations, to possess and exercise in respect
thereof all the ri ghts, powers, anld privileges of individual owner or holder thereof
and to exercise all voting power thereon, t such extent as a corporation organized
under the stock corporation law may at the time lawfully do, but not otherwise.

(9) To borrow money In the course of the business of the corporation when
required and to issue, when doomed necessary, notes, bonds, bills of exchange,
debentures, and other evidences of indebtedness of all kinds without limit as to
amount and to secure the same or any part thereof by mortgage, bill of sale,
pledge, fien, or otherwise upon the property and franchises of. this corporation, or
any part thereof; to sell such notes, bonds, or obligations to raise money whon
required in the transaction of the business of the corporation or In the ourse
thereof,

(h) To do all and every thing necessary, suitable, and proper for the accom-
plishment of any of the purposes or for the attainment of any of the objects or
for the furtherance of any of the powers horelnabtvo sot forth, either alone or in
asmoclation with individuals, tring, or other corporations, anld to do every other
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act or acts, thing or things, incident or appurtenant to or growing out of or
connected with any of the aforesaid businesses or powers or any part or parts
thereof.

(i) To conduct and carry on any and all of the aforesaid business and to exorcise
any and all of the aforesaid powers, or any part or parts thereof, in any other
State of the United States and any district or colonial possession thereof or in any
foreign country; and the corporation may have one or more offices and shall have
power unlimiltedly to hold, purchase, mortgage, and convoy real and personal
property in the State of Now York, as well as elsewhere.

Nothing herein contained is to be construed as authorizing this corporation to
carry on the business of discounting blls, notes, or other evidences of debt, of
receiving deposits of money or foreign coins or of buying and selling bills of ex-
change, or of issuing bills, notes, or other evidences of debt for circulation as money,
or shall be deemed to authorize or permit this corporation to carry on any business,
or exorcise any power or do an act which a corporation organized under the stock
corporation law of the State o New York may not at the time lawfully do.

III. The total inmer of shares that my to issed by the corporation is
150,000, of which 30,000 shares of the par value of $100 shall be first preferred
stock, 20 000 shares of the par v i of $100 shall be second preferred stock and
100000 shares shalU be* 6b par value.
'The dolgnatioi1, .9'0Trenoes, privle gosII~ othng powers or restrictions or

qualifications o0ftM1' shares of each class are as .: 4
The holdc- the first preferred stock shall b ?jtled to receive, when and

as declare( the board of lirco p of the corporatio lut of the surplus of the
corporate or the not profits a s I nin its business, oeontial culnulativo
dividei at the rate of roe ')er ant , and b m ayahle semiannually
on th l st (lays of AI d Oct or in o4h year. Divi on the first pre.
for e n took shall W umu tivo si ahaiti paid or aot par r payment before
any vidonds c4hI eeco prf s tock or )ftho comm stock of the cor-
per io nShall .O6 pr Ife paymnot lit if at time dividends
at h rate of 8 percMt |r w hit4 not h wo ben paid up or sot apart for
thj first preferred stock * 0dolnoyny hall'ibe fui4W paid or aport for pay-
m it before any davidn a paid u oior set art for the cond preferred
stck or for t comm ,f the o r io. Whenover ill cumulative

diedndo onl 6I1~ rat p fo d I pi~u dividend lode shall have
ix n paid or oui I ient thereof shall hav been set apart
tl refor and t q corpo oi shall, id or sot apart a sum mi iclont to pay
th current se iaunad vidond m e r4 referred stock, th board of direc-
to ' may deal (1i ,on' on tp s ' pre dtfO stock and ni the common
ste of the ,om ~ 0 on, as h 1ter p voided, pa ble thei r thereafter out
of t remaining rp lius

TI holdr of the second pe)rred s k li )Irbo entit to receive, when
and iat ;declared by the b,$d of (I otors i corporate 1 out of the surplus
of tile 4rporation or t-inot profit arisin m its bus i se, preferential non-
oumulatV dividends at,.4heratoi4fl poroen per annum id no more, payable
somlannual' on the 1st days of A0II and October in .h yea.V Dividends on
the mcond orred stock shall ho noncumulative a It hl paid or not apart
for paymetbm.ep any dividends on tie common k f tho corporation shall
bespaid br sot apah(or pay mont, but only afo I cumulative dividends on the
iret preferred stock fdfr viou .periods shall have been paid or a
sum sufficient for the payiR shall have boon set apart, and the cor-
poration shall have paid or sot apart a sum sufficient to pay the current semi-
annual dividend on the first preferred stock.

After full cumulative dividends on the first preferred stock for all previous
semiannual dividend periods shall have boon paid, and the full Instalment for the
then-current semiannual dividend shall have boon paid, or shall have been
declared and a sum sufficiont for the payment thereof sot apart, and after a dividend
at the rate of 8 per cent per annum shall have boon paid, or declared and a suni
sufileint for the payment thereof sot apart, upon the second preferred stock, for
the 2 next preceding semiannual periods, the beard of directors may dlecare and
may pay dividends on the common stock of the corporation out of tho surplus or
not profits that shall remain.

In the event of any dissolution or liquidation of the corporation (whether
voluntary or involuntary) or In the event of its Insolvency, or upon any dis.
tribution of capital out of thie assets of the corporation (whether capital or surplus),
there shall be paid to, or distributed amongf, tie holders of tile first preforred stock
the kar value thereof and an amount whi ohp together with the aggregate of the
dividends thorotofore paid upon said first-preferred took, will equal 8 percent
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upon the par value thereof to the (late of such dissolution, liquidation, or distri-
bution before any sum shall be paid to, or any assets distributed among, the holders
of the second-preferred stock or of the common stock. After such payment In full
to the holders of the first-preferred stock there shall be paid to, or distributed
among, the holders of the second-preferrcd stock the par value thorcof (plus any
dividends declared or set apart thereon but 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 respective shares.

The holders of the first-preferred stock and of the second-preferred stock shall
have no voting rights or powers whatsoever and shall not ho entitled to notice of
any meetings of stockholders of the corporation, nor be entitled to participate in
the management thereof, nor shall they be entitled to notice of, or to vote in, any
proceeding for mortgaging the property and franchises of the corporation pursuant
to section 16 of the stock corporation law, for guaranteeing bonds of another
corporation pursuant to section 10 of the stock corporation law, for the sale of
the franchises and property pursuant to section 20 of the stock corporation law
for establishing prior les or creating preferences among the several classes Of
stock pursuant to section 36 of the stock corporation law, for consolidation pursu-
ant to section 86 of the stock corporation law, for voluntary dissolution pursuant
to section 105 of the stock corporation law, or for change of name pursuant to the
general corporation law, or for any purpose whatsoever.

The whole or any part of the first preferred stock or of the second preferred
stock, respectively, may be redeemed at any time or from time to time at the
option of the board of directors upon any dividend (late upon 30 days' previous
notice by mall or by publication, or both, to the holders or record thereof, given
in such manner as m~ay 1) prescribed by resolution of said board, by paying there-
for In cash with respect to the first preferred stock the par value thereof and an
amount which, together with the aggregate of the dividends theretofore paid upon
said first preferred stock, will equal 8 percent per annum upon the par value thereof
to the (date fixed for such redemption, and with respect to the second preferred
stock the par value thereof and such dividend as may have been declared upon
said second preferred stock and which shall be payable upon such dividend date,
together with any dividends theretofore declared or set apart thereon but not
paid. If at any time less than the whole of the first preferred stock or the second
preferred stock then outstanding shall be called for redemption, the first preferred
stock or the second preferred stock so called for redemption shall, at the option
of the board of directors, be selected in either of the following methods:

(a) By lot, or
(b) By redeeming as nearly as practicable such portion of the first preferred

stock or of the second preferred stock, as the case may be, held by each holder
thereof, as the total amount of such first preferred stock or second preferred stock
then called for redemption shall bear to the total amount of the first preferred
took or second preferred stock, as the ease may bo, then outstanding.

The board of directors may also, in its sole and uncontrolled discretion upon
the presentation and transfer of any certificate representing shares of first pro-
forred stock or second preferred stockf, and without notice, redeem the shares rep-
resented thereby, by paying therefor in cash with resp ct to the first preferred stock
the par value of each such share and an amount which, together with the aggre-
gate of the dividends theretofore paid upon said first preferred stock, will equal 8
percent per annun upon the par value thereof to the date of such redemption, and
with respect to the second preferred stock the par value of each such share, to-
gether with any dividends theretofore declared or set apart thereon but not paid.

From and after the (late fixed in any notice of redemption as the date of redemp-
tion of first preferred stock or second! preferred stock and from and after the re-
dom ptlon of first preferred stock and second preferred stock without notice as
hereinabove sot forth (unless default be made by the corporation in payment of the
redemption price) all dividends upon such shares of first preferred stock or second
preferred stock shall cease to accrue and all rights of the holders of record thereof
as stockholders of the corporation (except to receive the redemption price) shall
cease and doternine, First preferred stock and second preferred stock so ro-
doomed shall not be reolqued.

The corporation shall have an option to purchase, out of surl)ius, at any time
after the redemption and retirement of the first preferred stock and of the second
preferred stock, any of the outstanding common stock at the price of (a) $25 per
share, If such purolaso 1)o made on or I)efore December 31, 1020; (b) $50 per share,
iffauoh purchase 1)0 ma( between January 1, 1030, and Docomibor 81, 1032,
Inclusive, and (a) $100 per share, if such purchase be made on or after January 1,
1033. Such option shall be exercised by a resolution of the board of directors to
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that effect, which shaU set forth the particular shirre or shar'9 as to which the
option to purchase is exercised. Thereupon notice, by mail (r publication, or
both, shall be given in such manner as may be prescribed by solutionn 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 exercised, which notice shall Eot forth the time
when and the place where such share or shares shall be urrenered and the pur-
chase price paid.

The board of directors may also, in its sole and uncontrolled discretion, upon
the presentation for transfer of any certificate representing shares of common
stock and without notice, purehaso the shares represented there by paying
therefor (a) $25 per share, If such purchase be made on or before December 31
1020; (b) $50 per share, if such purchase be made between January 1, 1030, and
December 31, 1032, inclusive; and (c) $100 per share, if such purchase be made
on or after January 1, 1933.

Holders of common stock, by the acceptance thereof, shall be doomed to have
consented to such option and right, on the part of the corporation, to purchase
common stock.

From and after the date for the surrender of the common stock fixed in any
notice of the exercise of the option to purchase and from and after the purchase
of common stock upon representation for transfer, without notice, as horeinabove
sot forth (unless default be made by the corporation in payment of the purchase
price) all rights of the holders of record thereof as stockholders of the corporation
(except to receive the purchase price) shall cease and determine. Common stock
so purchased by the company shall not be retired 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
aggregate par value of all issued shares having par value, plus the atgregato
amount of consideration received by the 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. The office of the cor oration is to be located In the county of New York,
cit of Now York, State oPNow York.

V. Its duration is to be perpetual.
VII. The number of its directors is to be three. The directors of the corpora-

tion need not be stockholdrs therein.
VIII. The names and post-offco addresses of the directors until the first an-

nual meeting of the stockholders are as follows:
Names and post-Ofice addreses.-William T. Dowart, 300 West End Avenue,

Now York, N, Y.; Archibald R. Watson, 11 East Sixtieth Street, Now York, N. Y.;
Clarman T. Dixon, 699 Ocoem Avenue, Brooklyn, N. Y.

IX. The name and post-offico address of each subscriber to this certificate of
incorporation and a statement of the number of shares of stock which each agrees
to take are as follows:

Name Post-offico addrcu Ntimber of

Willin T. Dowart ...................... 390 West End Avenue, New York, N. Y.. 4 non par.
Arobthal t. Watson ................... I East 00th Street, Now York N Y ........ o. .
Clarian T. Mon................0699 Ocean Avenuo, Brooklyn, N. Y............. Do.

X, All of the subscribers of this certificate are of full age; at least two-thirds
of them are citizens of the United States; and at least one of them Is a resldont of
the State of Now York. All of the persons named as directors are of full age and
at least one of them is a citizen of the United States and a resident of the Atate
of New York,

Xl. All of the powers of the corporation are vested In the board of directors,
who may make, alter, amend, or repeal all bylaws of tihe corporation except such
bylaws as regulate or affect the election of directors and officers and except when
a change of a bylaw or exercise of a power is made by statute expressly dopondnt
upon action by or consent of, the stockholders.

In wit ness wvhereof we have made, subscribed and acknowledged this certificate
in dulicate. (Signed) WIAI,M T. D)WARIT,

ARCHIDAYr R. WATSON.
CLAnMAN T. DIXON,

DIA'rU OUTOJER 14, 1020,
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STATE OF NEW YORK,
County of New York, 8s:

On this 14th day of October, 1926, l)eforo me personally came and appeared
William 'T. 1)ewart, Archibald R. Wattion, and Clarman VT. Dixon, to mo known
and known to me to be the persons described In and who executed the foregoing
certificate of incorporation, and they severally acknowledged to me that they
Oxecuted the same.

(Signed) R. S. KAss, Notary Public,
Now York County No. 234, Now York Register'n No. 8197, Term expires

March 30, 1928.

STATE OF NEw YORK,
i)epartmei; of state, 8.:

T certify that I hxe o compared the procediin copy with the original certificate
of incorporation of the Now York Sun, Inc., filed in this department on the 15th
day of October 1920, and that such copy is a correct transcript therefrom and of the
whole of such original.

Witness m hand and the official seal of the I)epartment of State at the city of
Albany this 3d day of July 1937.

[smA LI (Signed) FRANK S. SHARP,
Deputy Secretary of State.

Under Secretary MAGILL. The chief asset of the Now York Sun,
Inc., is the entire outstanding stock of the Sun Printg & Publishing
Co., which pubhishes the newspaper known as the Now 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 pro-
ferred stocks have no voice in determining when those classes of stocks
may be called. ,

TheP authorized and outstanding capital stock of the Now York Sun,
Inc., 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 percent of the common stock is owned directly or
indirectly by the Dewtirt family, who also own 73 percent of the
second preferred, but only 2 percInt of the first preferred, the balance
of the first preferred being owned by present and former employees
of the company.

Mr. Coorl.;ii. Mr. Chairman.
The CIHAIMAN, Mr. Cooper.
Mr. Coouiit, As I recall, Mr. Magill, M'r. Paul's statement was to

the effect that less than 50 percent of this common stock was owned by
this family, or this J)owart, or whatever it is.

Unidor Scvretary *MAGILL. 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, Inc., was owned by the Dowart family. As we have
worked it out here, 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 owndd 65 percent of the
common stock, that is, O5 percent of the shares, and that the ownership
.and control of the company is in the common stock.

414
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First Soeond
nreferred lirmrroed Common,

1400 pearl j $10r01 no ar

Authorized ............................................... 30,000 20,000 100.000
Outstanding (no treasury stock Included) ..................... 20, 580 19,1)71 0, 2W5

0. NV. H. Corporation .............................................. None 13 256 8, 196
W. T. D)ewart ...................................................... None None 1, 00
Mary Dewart, daughter ............................................ 27 Non 1,000
W. T. D~ewnt. Jr.. son ............................................. 26 400 2000
Thonas W a ewart, son ............................................ 270 400 Ni000
]atherine 8. Dewart, daughter.in.law .............................. 20 None one

Total ................................... ...... 83 14,06- 64,096
lialance owned largely or entirely by present and former ,nil oyees

and members of their families ..................................... 1, 997 6,016 34,69

Total shares outstanding ...................................... 20,680 10,071 9265
Percentage owned by Dewart family ............................... 2. b 73.71 66. 18

The balance sheet of the Now York Sun, Inc., as of December 31
1936 shows the net worth of the company to be $10,403,564.90, of
which $3,965,100, or $100 a share, is ascribed to the outstanding preo
ferred stocks, leaving a book value of $64.86 per share of common
stock. Thus, without reference to any special value which may
inhere in Dewart's voting control it appears 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:
64,696 common ........................................... $4, 196, 182. 6
14,006 first preferred ....................................... 405, 00. 00

83 second preferred ....................................... ,58,300. 00

Total ............................................... 5, 660, 082. 06

In 1934 the C. W. 11. 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 percent deduction .......................................... $10, 579. 76
Debt retirement deduction ................................... 47,488. 44
Tax paid under see. 351 --------------------------------------- None
Tax if deductions eliminated .................................. 15, 809 04

The C. W. i. Corporation, which is entirely owned by the Dowarts
did not file personal-holding-company returns for the years 1935 and
1930 because in December 1934 it had transferred at cost 9,200 shares
of common stock of the Munsoy Trust Co. to the Frank A. Munsey
Co., an operating company which it entirely owned and had thus
reduced its income from royalties, dividends, etc., below the 80 per-
cent prescribed by section 351 [b) [1] (A]. This stock, wlieh liehled
an annual dividend of over $45,000, had boon the chief source of income
of the C. W. H. Corporation.

The Treasury Department is at a loss to understand the nmaning
of Mr. Paul's assertion that "you will find that because the New York
Sun, Inc was incorporated and because of the provisions of section
351, the 6 ovornnient of the United States got probably $50,000 more
taxes than it would have received had the Now York Sun, Inc., not
been in existence." To compute the amounts of ttxes saved by the
Dowart family because of the existence of the Now York Sun, Inc.,
would under the present circumstances be extremely difficult, Yet an

415
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indication of the savings which were effected through the use of
personal holding companies may be found in the simpler computation
that can be made for the year 1034 by combining with the personal
not income of William T. Dewart the corporate net income of the
C. W. H. Corporation, which he then entirely owned. In that year
Mr. Dewart paid personal income taxes of $9,908.79 on a not income
of $53,358.01. The C. W. H. Corporation paid taxes of $1,100.61.
If the income of the C. W. H. Corporation had been reported directly
by Mr. Dowart, his total tax liability would have been $32,790.08.
The employment of a personal holding company effected a tax 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 Now 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 Mr.
Dewart attempted to achieve by transferring to a wholly owned
operating company the major portion of the income-producing assets
of the C. W. I. Corporation, thus making it unnecessary for the latter
to pay surtax under section 351.

And here is the graph showing the rather complicated corporate
structure of personal holding companies, which includes the New
York Sun.

The CHAIRMAN. Without objection it will be inserted in the record.
(The graph referred to will be found on p. 409.)
Anything further?
Under Secretary MAGILL. I think the Treasury has now offered

statements on each of the various items mentioned in the Secretary's
letter and the President's messege, except the subject of percentage
depletion. What is the wish of the committee on that?

Senator HARRISON. I suggest that that matter go over for the
present.

Mr. COOPER. My recollection, Mr. Chairman, is that we agreed
that the matter of percentage depletion would go over for the present.

The CHAIRMAN, That is the recollection of the chairman.
Doctor, the statement has been made and repeated on the floor of

the House and in the presence of this committee that in selecting
these names that have boon brought out of corporations and persons
who have employed these various devices to avoid and evade pay-
ment of taxes, the names of Republicans or those belonging to one
party had been brought to the attention of the committee and those
of the other party had been overlooked-in other words, that this
hearing and to preparation made incident to this hearing had had
some political connection or flavor, Have you been familiar with the
preparation of these hearings and investigations made leading up to
these hearings and are you familiar with the entire transactions that
have taken place? If so, I would be glad if you would state to the
committee whether or not any political consideration whatever has
guided those who prepared these hearings, because that is quite a
grave charge.

Under Secretary MAGILL. It has not. No such consideration has
been taken into account in the preparation of this material.

As I said in the statement I made following the Secretary, when
those hearings began, when it was discovered by the Treasury that the
revenue receipts for the current year wore somewhat less than our
estimates have shown, and further it appeared that the estimates 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
revenue. Among other things I sent out messages to the internal-
revenue agents 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 were being increasingly used to the
detriment of the revenues.

A largo volume of material was sent in in response to that request,
and under my general direction the various witiiessos that have
appeared here before the committee went over that material and
analyzed it, and as the cases wore completed they were presented to
you.

Now, I can only repeat again what I said at the beginning: Our
interest in this whole procedure has boon 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 suggestion
by anyone that particular persons should be singled out and their
cases should be presented, nor has there been the suggestion by.ainyone
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 actually prepared this material.

The CHAUMAN. Was the question of political affiliation of any of
these parties ever considered in anyway, any intimation front the
President down in that regard?

Under Secretary MAGILL. No. I have no personal infonnation as
to the political aflliations 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 CHAIRMAN. IS that all?
Under Secretary MAGILL. That is all I have.
The CHAIRMAN. Are there any further questions?
Mr. A. M. LooMs (representing the National Dairy Union). I

have had a request pending here for a week or 10 days to be heard on
a matter. I would like to present it in 10 minutes.

The CHAIRMAN. The Chair will state that ybur request is acknow-
ledged, and it was my Inurposo to bring it to the attention of the
committee for consideration at its next regular executive session, and
you will be advised of the action taken.

(Subsequently the chairman offered for the record the following
letter from Mr. Robert H. Jackson, Assistant Attorney General, with
reference to testimony given by Representative Hamilton Fish,)

JULy 14, 1037,
Hon. RoDERT L. DOugHTON,

Chairman, Joint Committee on Tax Evasion,
Washington, D c.

My DEAR Mn. DoUOvITON: Questions raised by Representative Hamilton Fish
about the income tax of Mrs. Roosevelt make it a duty of one who has knowledge
and some responsibility for the situation to sco that the record is made straight.

In 1034 Mrs. Roosovelt submitted her broadcasting proposal to the Treasury
to learn whether the proceeds might go to the charity she wished to aid, free of
tax, or whether, in substance orin form, the proposed contract was such that
provision should be made for the payment of a tax, Mrs. Roosevelt was to
recelvo no personal income from her radio appearances oxcept the nominal con.
sideration of $1, which lawyers think is required to niako a contract legal. 811o
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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 I 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 provision 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 case 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 &nd if Mr. Fish wishes to continue it, let him direct his criticism at us
men.

Respectfully submitted.
ROBERT H. JACKSON,J

Assistant Attorney General.

(Subsequentlv, 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.)

LONDON, ENGLAND, JUne 22, 1937.
The Honorable CHAIRMAN OF THE CONGRESSIONAL COMMI1rrEE

INVESTIGATING TAX MAT.|RS,
Washington, D. C.

Sin: Even at this great distance from Washington, the news has reached me of
my inclusion in a list of alleged tax evaders, etc., etc.

Mr. Chairman there is something wrong with all this, and in justice to me I
would ask you to be kind enough to read the following facts:

(1) I am a nonresident citizen of the United States, having no office, occupation,
capital, nor income in that country.

(2) Far from being a shippingg magnate" nor even "the president of a great
trust company", I am a poor man, and such living as I have earned in the last few
years has been derived largely 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-
poration bearing my name for the purpose of doing business in England, Argentine,
Paraguay, and elsewhere.

(4) Among the other activities of that corporation was the sale in Buenos Aires
In 1936 of the securities 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.

(5) 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 payable 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 mae 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 1, 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 evader, as doubtless are millions of my
fellow countrymen.

I am, sir,
Very truly yours, PHILIp DERONDE.

COMMENT BY ARTHUR IT. KENT, ASSISTANT GENERAL CouNsEL, TREASURY
DEPARTMENT, RELATIVETO LFriE OF Pitm 4' 1)DERONDE, DATFD JUNE 22, 1937,
TO THE CHAIRMAN OF JOINT COMMITTEE ON TAX AVOIDANCE AND EVASION

It is obvious that Mr. DeRonde's letter does not speak to the evidence pre-
sented by the 'rreaslry departmentt that he received $250,000 the day before he
filed an offer in compromise of accrued tax liabilities for prior years aggregating
approximately $33,000, in which he stated u:n'er oath that he was without means
to pay more than a small fraction of s'ich liabilities. Mr. DeRonde's letter
nowhere asserts unequivocally that the $250,000 commission paid in January of
1937 is not his income. The statements inare in paragraph (4) of his letter
appear to be equivocal and evasive. No point was made in the previous state-
ment of the Treasury to the joint committee as to what Mr. DeRonde might or
might not do with respect to the treatment of this s8111 in his income return for
1937.

It may also be noted that Mr. DeRonde refers to the Bahamas Corporation as
"my corporation", although he (toes not appear according to our latest information
as a stockholder of record. fhe assertion by Mr. DeRonde that he is a non-
resident citizen, if tne, 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 Mforgenthau, Jr., Secretary
of the Treasury, and a copy thereof.)

JULcY 20, 1037.
Hon. ROnERT L. DOUOHTON,

Chairman, Joint Congressional Committee on Tax Avoidances,
House of Representatives, Washington, D. C.

DEAR MR. CHAIRMAN: I am attaching a 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 committee.

Thanking you for your attention to this matter, I am,
Sincerely yours, HAMILTON FISH.

WASHINGTON, D. C., July 17, 1937.Hon. HENRY MOROE NTHAU. Jr.,
Secretary of the d'reasiry, Washington, D. C.

DEAR Mn. SECRETARY: I was amazed to read in the public press a few days
ago a statement by former General Counsel of the Internal Revenue Bureau,
Robert H. Jackson, that he had made a ruling to thoeffcct that a certain individual
could direct money that had been earned for broadcasts to charity organizations
without reporting for income tax purposes.

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 interested to know of the existence of
any ruling that would permit money that has been earned to be given direct to
charity without the necessity of rei)orting such earnings as a part of one's own
gross Income.

If such a ruling exists, what is there to prevent business men from taking I
day out of each week's earnings and giving it to charity without having to report
it as 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 policy 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
family.
a ould 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 respect to
the tax returns of members of the Administration or their families should be ap-
plied to the public as a whole.

Thanking y ou for your attention to this mattter, I am,
Sincerely yours,

HAMILTON FjSn.

(Subsequently, the chairman offered for the record a letter from
Hon. Roswell Magill, Acting Secretary of the Treasury, to lion.
Hamilton Fish, a Representative from the State of New York.)

JULY 20, 1937.
My DEAR MR. FISH: I refer further to your letter of July 17 to Secretary

Morgenthau. I shall endeavor to reply to your questions in tile 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 baseball
games, popular lectures, and appearances by prominent actors, the proceeds being
devoted to charity, and other similar charitable enterprises, have been uniformly
treated as not subject to tax. These instances, of course, are entirely distinct
from situations where income earned by a taxpayer L3 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 distinc-
tion in the facts involved in any subsequent case. If you know of any taxpayers
who wish to submit the concrete facts of completed transitions In order to obtain
information as to their liability to tax, I shall be glad to ask that the Bureau
consider these inquiries in its usual course.

Taxpayers frequently 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.

Very truly yours, ROSWELL MACILL,

Acting Secretary of the Treasury.

(Subsequently, the chairman offered for the record the-following
letter to Hon. Sumner Welles, Under Secretary of State of the United
States, from Sir Herbert Marler, Canadian Minister, concerning ref.
erences in the public hearings to Mr. Jacob Schick, as transmitted
by Mr. Magill.)

CANADIAN LEGATION,

Hon. SUMNER WELLES, tVashington, July .06, 1937.

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
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becamee a Canadian citizen by special dispensation from the Prime Minister of
Canada", and he added that Mr. Schick was a "personal friend of tile Prime
Minister.:' and that "tile oil]y 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 case,
we are informed." These statements were reported in the press both in tle
United States and in Canada, ad, on examination of tl-e transcript of the evi-
dence taken before the committee, it appea.. that Mr. Irey did in fact make
such statements.

In thi- connection I ntav m%, that Mr. Irev's ohservations have been called to
the attention of the Prinme 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 Canadin
laws a man must have heen resident in Canada for a period of 5 years before he
c-n become a citizen", and that "lie (i. e. Mr. Jacob Schick) bad not lived in
Canada, of course, any such length of time", I an informed by tie 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 lie
can become naturalized is not an accurate 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 ease the Secretary of State, that lie has resided in His
Majesty's doininions for a ptriod of not less than 5 years within the last 8 years
before making application. Tile act further confers on the Secretary of S~te
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 suhlmitted to the Secretary of State in connection with his
application showed tlat the period of his residence in His Majesty's dominions
had exceeded 6 years. although a portion of his residence had not len within the
preceding 8 years. The issue of the certificate of naturalization to Jacob Schick
was made on )ecember 18, 1935, in the exercise of the discretionary power
conferred by the statute on the Secretary of State and was not in any way an
irregular proceeding. The Secretary of State, it may be added, had iio personal
knowledge of Mr. Schick.

Although it is not desired to mna!-e 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, HERBERaT MAJILEJ.

The CHAIRMAN. If there is no further business the conunittee 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.

579-37 -- pt. 3--7



Sc=DuLz A.--Peronal holding companies (information requested by the Joint Congressional Committee on Tax Evasion and Avoidance)

Ftatisties with respect to the 2 percent credit provided for under sec. 351 (b) (2) (A); credit for debt retirement as provided In sec. 351 (b) (2) (1); and sec. 351 (b) (3) (C) which pro-
vides for the deduction of losses from sales or exchanges of capital assets disallowed by sec. 117 (d) of the Revenue Act of 1936]

Name and address of corporation

Advertisers Finance Corporation (Delaware), 919
North Michigan Ave., Chicago, II 1 1 ... ..........

M. E. F. Corporation (Delaware), 919 North
Michigan Ave., Chicago, Ill ---------------

Chicago Stock Yards Co. (Maine), 1 Court St.,
Boston, Mass ----------------------------------

C. F. Kettering, Inc. (Delaware), 807 Winters
Bank Bldg., Dayton, Ohio ---------------------

Lowry Securities Corporation (Delaware). 100
West Tenth St.. Wilmington, Del ---------------

The Madison Securities Co. (Ohio), 600 Ohio
Bldg., Toledo. Ohio.

Northern Exploration Corporation (Delaware), 15
Excange Pl., Jersey City, N. J.

aystoe-Securit/es Corporation (New York).
25 Broad St., New York, N. Y.

The United Telegram Co. (New Jersey), 15
Exchange P1., Jersey City, N. J.

The Park Corporation (Delaware), 485 Madison
Ave., New York, N. Y.

Bugppert Holding Corporation (New York), NewYokN. Y.

20 per-
cent

credit

Amount
used or set

aside to
retire in-

debtedness

loss from
sale or ex-
change of

capital
assets

- I _ -I -_______

I

Year

I1934
1935
1936
1934
1935

t 1936
'1934
21935I 1936
11934S1935
1936
1934
193.5
1934( 1935

1934
1936

1935I1936
1934
1935
1935
1934I1936
1935
1936

Undis-
tributed
adjusted
net in-
come

'ii 'i
1,-288,177
1, 144. 545
I307, 56

----------

91.1 2

235.61
183.321130.23

1.015.338313.991

509 64
45O,228
3O6.807
15.901123.650
78.907
534225

4.945 ----- -------zew0 ............

297.421 -------
121,67 ----- -------
23,747 ------------
W27.466 ----------

112.557 ----- ------
99.201 ----------
5,,727 ----- -------
20.912 ------------
19.726 --- ---------
75,81Z -----------

$53, 2;9
............
------------

440,154

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

245.748
------------
------------
------------
------------

366, 176
------------

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

191

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

21,492

t II I

Adjusted
undistrib-
uted net
income
without

preceding
deductions

$4S.057
52.400
21. S4

370, 967

133.469
1.710.222
1. 0. 68

483. 795
653.140
411.331
576. 6&3
117.891
4.349

1.024.338

240,577
185.981
13C, 715

1, 312. 760
435.659

........... i
W3. 331

562. 75
4%6008
6 .638
66.054
98.634

129.031

Tax re-
ported

under see.
351

$2,Z 321
2 50. 271
2447. 818

75, 770

20, 720

M 293

27.458
..-......... |

84, 32
63,328
26.316

396.135
115.596.... i......
193.945
170,091
100. 905

4.773
4.0571

23.672
9.3s0

2 --31--.........
2830-----------

Tax recom-
pueied on- Principal stockholder and tax

reibsed un- s vied through use of holding
dlstrlhuted

adjusted cmjnnIae,,;
net income

$14.417
15,720
3.679 1 Alit.rt D. Laskcr anti various

138.387 trusts ercated by him.

27,171
6740 [Frederick It. Prince (40 percent):
602. 272 , 1934, $1 3,0s7; 1935, $164,445; 1936,
183. 518 S ".".'.
251. 256 Charles F. Kettering (50 perce-nt):
154.532 1934, $249.9S9 (80 Percelit); 1935,
158,932 I $106,081; 1936, $214,703.
37,156 1 1orac Ilaverneyer (50 percent).L 304

399, 735 Various trusts created by Robert A.
............ Stranahan, Frank D. Stranahan,

and their wives.
86.230
64.392
26.400

515,104 Charles Hayden: 1931,257.578; 1935,
161. 263 73.730; 193. 187.465.

---.--------
244.932
215.114
12 . 62
21.9591 }William S. Paley: 1936, 35, 153.

29.50 (Jacob Ruppert: 1935. 34,983; 1936,25.2 WK 67.4x 7.

19458
422,044
386.136
176,759
117.478
242,266
475.332
23,578
5,669

5K7 632
317.644

$300,000M0, 000
100,00O0

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

I
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Star Holding Co. (Delaware), (American News- p1934
papers, Inc.). 7 East 44th St.. New York, N. Y. L2 1935

The Heart Corporation (Delaware), 1 Mont- 1934
gomery St., San Francisco. Calif --------- 1935

Hearst Magazines, Inc. (Delaware), 100 West 1934
10th St., Wilmington, Del ------------- 1935

The M. D. Thatcher Estate Co. (Colorado), care 1934
of First National Bank, Pueblo, Colo ---------- 1936

11934
Mahlon Thatcher, Inc. (Colorado), care of 934

First National Bank, Pueblo, Colo -..... . 5

................................. . i 797.495 3,?A , K I ........ . 2X. 153
903.116 --------------- 4.977,3 . 7.3 . 2 1.:,S, William Randolph ileart (S.5 per-

-- 09.2- 4 3,064,38-------------6%63369 ---- -- ------- 2S, 5.0%WlimItnop lmrt(iir
---------- 96t 88 ---------- 71.140 -- - 21.432 cent): 11 4, 2,371,I3X ; ItW ,

- S8.363 L.0,000 .......
S757,481 1, - --. 000 ------------ 137,01 32-,--------- 44,963

66.397 --- . ... :.
---------- 9. 63. - - -.-.-- -- " _-. '.%I .D . Thatcher.

- 130177------------ -------- - 3.095 -----------
S.453---------------------- -1 .7 ---------- '. 1). Th,,tcher &s trustee for

6.3 ------------ ------------ 572 , Helen andl Katherine Thateher.
5,177 --------.- ...... 4,545 3,791 ---........... 4 82

Capital gains of corporations were attributed to individuals on the conservative basis of 50 percent.

I Form 1120-H not available. Figures computed from form 1120.
3 No form 1120-H filed, nor tax paid under see. 351. Figures computed from form 1120.
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