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Book Page 

AllellDcer, B. J. (Bureau of lla.reotics) 
See Ra.oiq COIIaieaiOD. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • :XX 4 7 

- B -

Bell, Daniel W. 
!ella IIJIJr that !~lor , during HIIJr 1 a abaence 1o Georgia, 

acted ae though he were Bell's super i or. lll&Jr tell a 
T~lor, Be.ll ill to •carry the ball• on P'ano Credit 
Ada1nietrat1on f1nanc1og- 4/1/36 ••.•.••••••.••.••••.• 

- c -

Canada 
See Liquor 

2 

c~k~~~%1!/)~!~~:~~.~~~~!:~~!~~t.~~~ .~~~~ page 190 18-19 
a) Kung explaina fee~ concernin8 Leith-Rose; loan 

on rall-y equipaent; desire for "back door by rail 
to Britiah Burma eo as to cope with Japanese 
aggression from Pacific•; determination to establish 
new monetary ayetem 

Survey of latest political situation in Nanking - 4/4/36 
llanking ' a position with U.S.S. R. ond Japan- 4/7/36 ••••• 
Press conference; present; HIIJr, Ambassador Sze, and 

Mr-. Chen - 4/7/36 •••••••••••••••••••••••••••••••• • • • • • 
IIJIJr plane dioner tor Chen; asks Pittman and Phillips 

abou.t gueata • •••• ••• • •• •• ••• •••••••••• • •• ••••• • ••••••• 
Chm and Sse call on IIJIJr; also present; Taylor, Lochhead, 

and Jtroe. nota - 4/8/36 •.••.•••••••••••••••••.•.•••••••• 
a) Copy ot Kung's letter presented by Chen ••.•••..•••• 

Claeaificatioo or reserves against legal tender notes 
issued • •• •••••• •• • • ••• • •••••• • • ••••• • ••••••••• • • • •••••.• 

Loans to China - condition and statue - made by Cr ain 
Stabilisation Corporation 1o 1931 and by Rscoustruction 
Finance Corporation in 193) •• • •••• • •••• • ••••••••••.••••• 

Illustration of hypothetical exchange ra t e-price si tuation 
Chen and Sse oall on IOIJr; also present: T~lor and 

Locbb .. d- 4/9/)6 ••• •••• ••• ••••••.•••••••• ••••••••••.•• • 
a) Chen preaenta -oranda fr011 Kung, showing: 

(For Kung's letter, ~ee page 155) 
1. J'iu.noial poaition of Chinese GcYerDIIent ••••• • 
2. Cb1Da 1 a aooetar,y policy • ••••••••••••• • •••••••• 
3. !Iota inue and silver holdings of three 

Gonrtllaent banks . . ....... . . . .......... . .. . . . .. . 
4. f etal note iaaues and itemized cash reserves •• 
5· I ota iaauaa or other than t hose of Central 

Bank or China, Bank of China, and Bank of 
ec:..uo.ica.tioo.e •• ••• • •••••••••• • ••••• • • • • • •• • • • 

Map aholr1nc roup approxiAatioa of' territory no l onger 
1lllder .ttenin oca~ or latiooal Coven~~~~nt ••••••• • •• 

Forella trade tor Pebruar,J, 1936 • •••••••••• • . • ••••••• •• • •• 

36-41 
42-45 

74-76 

80 

92-97 
98 

99 
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108-llO 

lli-1)0 

132-141 
144-151 

152 
153 

154 
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- C - (Continued) 
Book 

c .. ptroller or C11rrency 
B&Dkrupt corporatiooea HMJr discusses witb J . P.T. O'CoDDor 

bill iDtroduced oo Rill to aake Coaoptroller, Conae ..... tor 

1./'1/36 ••...... . . •. . .• . •. . ..• . . . .. .. . . . ....•... . ..•.. ..• . II 

Couatervatltog Dutiea 

Letter rroa Bull to HMJr stetiD& applicatioo of couoteJ"'t'111liD& 

dutiea iD casee arisiog out ot currency eontrola c&DDct 

tail to ban deplorable repercussions oo lln1ted Stat .. 

toreiiD trade- 4/2/)6 ••••••••••••••••••• • • • • • • • •• • •• • • • 

l!lllr telle Tqlor to diacuea witb Oliphant and Viner -

4/8/)6 .... . . •.. • . .•.... • . . • . .....• .... • . . .. . ... .. . •.. . • . 

HMJr tella Vioer, Oliphant and Taylor both baY& •terial 

for hie; turna o .. er l atter frc. Bull; tella Viner to 

call on &QJone he wishes for aaaiatance • • • • • • • • • • • • ••••• 

Correspoodeoca rroco Secret&rJ ot State and report of 

Executin Committee on Commercial Policy reaarding 

counterYailing duties as explained 1D Taylor seaorandua 

to HMJr, toeether witb llaas meaorandua to Taylor• •An 

illustration ot a hypothetical axcbenge rate- price aituatioo• 

4/9/36 ... . ........ . ......... . ........ . . . . . . . . . .. . . . . . .. . ... . 

HMJr, Viner, Gaston, Bus, TeJlor, Oliphant, Joboaoo (CustOODa), 

and Lochhead conter- 4/10/)6 . • ••• ••• •• • ••••• • • • • • •••• ••••• • 

-D-

Deerfield Aced._, 
Or . Boyden aaka HIIJr (at. Bullitt'a a~~ggestiao) to arrange 

inteTYiew tor B._ot School, concerntna relief aoo.ey to 

Pege 

20 

103 

lOS-llO 

202-203 

repeir ioWidation by bigb waters - 4/7/'J6............... . . • . Tl 

-E-

ED1'orc111Dent Agencies, Treasury 
CoordiDBtioo bill discussed by l!lllr &Dd Senator Byrd -

4/6/36 . . .......... . . . .. .... . . . .. ... . ..• . • . • . ..•.... . ... .. . . . 

Esti&ates of Renllllue 
HIIJr auggest.a to Gaston that publicity be giYan to eattcataa 

and then actual receipts~ atatea- 4/l/36 ••• • •• • •• •• ••• ••• 

a) First. eigbt months (to March 1) end then 

llarcb aeperotaly _,_ 
Fars Credit Ad•loiatration 

Bell tells HMJr that Taylor acted aa tbougb be were bi1 

superiorJ BlUr tells Bell be (Bell) ia to "08J'l'l' the 

ball" on Farm Credit Administration financins- 4/1/36 •••••• 

a) Talepbooe cOD .. araatioo fro- See Island, Georgia . . . ... • • 

KMJr , Bell, Taylor, and .,ars cooter- 4/6/)6 ..• . ... ... ...... . 

a) 10-20-yaar bond at m decided upoD 

51-53 

3-8 

2 
2 A-B 

47-1.8 

b j Copy ot connrastiona llyera llDd Cro1b7 (aaaiatent to 

Dunn, who 1a tiacal agent tor fera Credit Acllliniatration) • • 49 

c) Leter Burgees adYiaea 99l, but t oo leta 

Finenoin&, Gonn!Mnt 
See l'ara Credit Ad•l oiatretiOD 

-G-
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Book Pas• 

Housin& 
JIORe)'llolda tails IDIJr, lrap~er ' a houains group wants 

aesistanoa from people having Treasury viewpoint; 
Cri.u baa suggested th.8t flilJilerdins be elloaed to 
help thea; ID.Jr N)'s •not aa lena u be ia conneotecl 
with Treasury• - 4/9/36............. . .................. n 103 

- L-

Leon, Rene 
Juat returned from Jlexico - aaks to see Oliphant; 

RWJr approves - J./8/)6 .. . . .. . . . . . . ........ . . . ......... . 
Liquor 

At staff meeting Oliphant tells Taylor Section 403 or 
Omnibwt Liquor Bill shou1d not have been diacussed 
with repre&entatina of Canadian liquor industry; 
Frank waa not prepared- 4/l/36 •••....•••••••••••••• • •• 

a) llcRe)'llolda and 11rs . Klotz tell !IIIJ"r in C.orgia 
about it ........ .. ........... . ... . . . ... . . .. . . . . .. . 

b) Letter addressed to State Depart.unt , saying 
•since Canadian re!K"eaentativea ha't'e OOilplete)J' 
failed to meet FDR 1 a point , the Treasury can 
only request Senate Finance Committee to 
proceed"; copy to be sent IU.IJr; &1.1 agree Taylor 
should sign letter, 1r he will • • • • • ••• • • • •••• ••••• 

1) CoflY. or letter sent to State Depart.aent 
4/2/36 at 2:30P.M. and signed by Taylor •••• • 

(a) Letter rlllld over phone to llloiJr in 
Sea Island, Georgia •.••.•••••••••••• • ••• 

2) FDR notifies Bull rrca eea be hopes Treasury 
and StAte Depsrt.ent can agree; otherwiee, 
bold things 1n abeyance until he return• 
4/'J/J6 ................................. .. ....... . 

Clat.s ac&inst the CaMdlsn distillers u explained by 

Craves .••• ••••••• • •• • ••••••••• • • • • • • • • • • • • • • • • • • • • • • • • • 

Conference in office or Secretary or State April 7 I 19361 

present• Hu1l, Phillips, Moore , Rickerson; HMJr, Taylor , 

Olipbaot , and Gravee ••••••• • •••••••.••••••• • •••••..•••• 

Rerlsed na rration or steps taken b7 Tressllr3' to inoure 
that Canadian Tr nde Agreement would not i nterfere with 

prosecution of any liquor oases and legislati'fe program 

incidental thereto •.••••.•• • ••• • •• •••••• • • • • • ••.••.•• • • 
Conference with llliJr; preeent1 lloReyoolds 1 Ta7lor , Gaston, 

Frank, Klaus , Green, and Gra•es- 4/9/36 . • ••••••••• • ••• 
a) MeaoreJldUil entitled, ~Basis for Aooeptan.ce by the 

Treasury or Proposals llsde by Hu1l at Conference 

with llliJr oa 4/7/36" dbouaMCI 
(See p&gaa 193-194) 

IDIJr tells CJrayes he does not want to leave stooe unturned 

to S'.lcceed 8Jld tlat respona1b1llty ill entirely Grana 1 

1./10/)6 • . .......• ... . . . • ... . ••• . . ..... . •.. ..... . ...•.•. 
GrtiYee confara at IDIJr'a hoee 4/9/361 -orand• conceming 

Coaterenoe at State Departaeot- 4/l0/36 •••••• •• ••• •• • • ••• 

83 

1 

12 

l) 

23-24 

21, A-IC 

65-70 

71-73 

182- 188 

189 
190-192 
19S-199 
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Book Page 

N&root.ics 
See Racin& Commleeion........................ . . .. .. . . . . . . XX 47 

• 

- p-

Pollee Ac ti rt t.iea of Treasur: 
Bill tor coordination discussed by ~r witb Senator Byrd 

4/6/36 . ......... . .. ........ . ...................... . ... . 

- R -

RAcing Commiaaian 
III&.Tr saw article 1n T1ae or Fortune on ADs:J.nger and hia 

deallngs with Racing Comaisaion during peat two years ; 
uo·t. enough credit giYeD Treasury .......•..... . ......... 

Resettlement Ada1nlatration 
See Oneaployment Reller • . .....••• • ••••••.•••.•••• • ••••••• 

Revenue Bill, 19)6 
Helvering t eat1aony before Bouse Com.ittee on Ways and 

Means - 4/3/36 ........ . . . ..... · · · · · · · · · · · · · · · · · · · · · · · · · 
Oliphant end Kent testimony befor e House Co...Uttee on 
W~ys and Ueana- 4/6/36 . ...•..•..•••...• • •• ••.• ••. •• • .• 

Practical exaaples of operation of proposed corporation 
t ax aa OOIIpored with existing Federal corporation t axes 

Taxation - T -
See Revenue Bill, 1936 

Trade Agreements 
CanadA - See Liquor 

Twentieth Century Fund 
Filene aska for "friendly ruling" concerning ta.xability of 

gifts to Fund i IIIIJr says there are only ~ rulings 
4/8/36 . ........................ . . . ................... . 

- 0 -

1lneaployaent Relief 
Hopkins and Gill Yiait BMJr- 4/7/)6 •••• ••. •••• • •••• • ••• 

a) ~short of funds, so tbat large nu.Ders must 
be laid oft bec&use of r eservation that each pr oject 
started cust be completed 

b) Hopkin& proposes Ylorka Progreaa AdJainhtr a tion be 
ginn ita allot .. nta by diatricta only and be permitted 
to utilbe tunda on every project in tbe OJ.etriot 

c) III&.Tr wanta Bell to rerlew all suggeated chAnges 1n 

procedure 

51-5) 

47 

85 

)) 

54 

55-59 

79 
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Book Paae 

Uo•ployaent Rellei' (Continued) 
Ropltina and Gill visit WIJr - 4/ 7/'J6 - (Contioued)..... U 

d) Bo,PkiDB tells HWJr be h to testify on relief bill 
4/8/36; that Buchanan will eal< about Reaettleaent 
11.nd be doesn •t know what to anner; IIIIJr advisee 
not discussing Resettleaent at all 

e) HIIJr asks, by months 8Jid by states, nllllber or 
people who are getting work !'rom Federal Government 
out of ilorks Progress Adaliniatration; also the 
number getting direct relief 

Table abowiog number of families receiving aid through 
direct relief, by states, l 9JS and 1936 (through 
F'ebru.a,ry) ...................... . .. . . .. ................ . . . 

Table &bowing niiiDber of faai lies or workers receiving 
aid - all prograae, by statu, 1935 and 1936 (through 
Febr-uary) • • • • . . . . • . . . • . • • . • •••.. • • • • · • • • • • · • • · • . • · • · • • 

88,89 

90, 91 
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.April 1, ~38 

At the starr meeting th is morning, ur. Oli phant told 
Mr. Taylor that he should not have dieoussed Section 403 
or tbs Omnibus Liquor 8111 with the reprnentativee or tJle 
Canadian liquor indus try; tAat Eli Frank was not prepared 
to d i seuse the various phases or the legislation nor the 
treasury policy and, tneretore, should not have been called 
~n to make an impromptu explanation. He real.nded Taylor 

1 

that it was not the purpose or the meeting with the Canadians 
t o d iscuss the legislation; tnat these people had tried to 
aee both the Secretary and h1meelt tor the past year, but 
Mr. Uorgenthau definitely did not want to see them. Taylor's 
reply was that •they challenaed us and someone had to anewer 
t.hem, • and that wae why he called on Eli Frank. 

It was decided (l) that we should equip the Stat e Depart­
ment with the correct information eo that they can defend our 
legislation, and (2) that pursuant to the President ' s instruc­
t i ons we will proceed with the hearing on tnis bill t omorrow. 

Regraded Unclassified 
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Apr1l 1 , 19~6 

HU,Jr. told Taylor yesterday that he wanted Bell to•carry 
tile ball1 on the t1nanoi.l'l8 progru ot the Farm Ored1t Adminia­
t.ration. 

Last nigllt, wllen HM,Jr. spoke to Bell by telepnone from 
Sea Island Beacll, Bell told him tllat Taylor had given him tile 
message; tnat ie, that HU,Jr. expect.ed Bell t o •carry t.he ball' 
on the Farm Credit. Ad~iniatrat.ion t1nano11'18. 

Bell reported to HW, Jr. t11at two days ago, Taylor act ed 
as tnougll he was Bell's superior and, tAeretore, Bell lett the 
t.~11'18 entirely with Taylor. HU,Jr. definitely told Bell that 
until an Under-Secretary was appointed that he (RY,Jr.) per­
sonally would handle all tile t1nanoil'l8 and wllen he was away 
lle would rely on Bell and Burgeae and not on an Ase1atant 
Secretary. 

2 
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Kl. . . 
Tu, lor : 

ID!Jr : 

T: 

"' : 

lilljr : 

T: 

HliJ r : 

T: 

• Jr : 

T: 

Hello 

Just a second 

Good corning 

I don't near you very well . 

Viednesday 
Apr il 1, 1936. 

I say, good morning! (pause) 
Well, the liquor boys went away , I don ' t know how happy -

Yes 

aut I tuink it worked out about as well as it could 
have . 

Yo~ ~ean they ' ve gone back to Canada? 

Yes 

Yes 

And we ' re going to go over all the t hings that were de­
veloped in those conferences and then report back • 

Yes 

I 

Jr : I don ' t know what the r er.tes are for breakfast a t two­
t hirty in the morning but I understand that your son 
came back ?lith mine and had breakf ast a t my house at 
t wo-thirty this corning . 

T: 

Irujr : 

T: 

, IJr : 
~ . .. . 
.. .., ., r : 

T: 

ell, whatever t he proper charge is -
(LPugnter) 

They ' re having a gr arld time toj;!ether , anyway . 

Yt:s well , be ' s a nice boy . 

A very nice bqy . 

I ' m glad you like hi m. 

A very nice boy • 

I forgot to t ell you yesterday that t he Welles s i tuat ion 
is ell quiet. 

I Regraded Unclassified 



Hl.!Jr : 

T: 

IDIJr : 

T: 

lnljr : 

T: 

H!.ljr : 

T: 

T: 

'I : 

'Jr : 

!WJr : 

7 : 

ICIJr : 

T: 

' fj r : 

T: 

W!jr : 

All quiet? 

Yes 

You spo~e to Welles? 

-2-

I spoke to •r.elles lind ne Sliid , ' II ell as l ong 11 s the 
Secretary bas communicated direct ~hy that ' s al l I 
WW'lt to know about ' . 

And , - I never had a chance to ask you whether you 
agreed with me or not . 

I do completely . 

Yes - I told in ny telerram to the President I 
said I didn ' t want officiully or unofficially to have 
monetary mat ters discussed at this coming South Ameri­
can Conference . 

Yes - Y.'ell , I - I passed that on to rielles &nd he 
seeoed very pleased . 

He did ? 

Yes 

Gosh! the State Department and I agree , maybe I 1m wrong ! 

(Laughter) 

Sounds like 

Yes there•~ one other thing i n Diplomatic 
relationships 

Yes 

And tnat is t hat Butterworth -

Yes 

- says he cannot di scl ose who hi s pals are in England . 

Oh 

- on account of its having been given him in confidence. 
Now, I 111 send that - as soon as t hat cable cones over 
I 111 send it down to you 

T'tat: :: ri ;::ht . 

Regraded Unclassified 



... . . . 

T: 

l!lljx· : 

'1' ; 

~ . . . 

T: 

Jr : 

Jr : 

1111jr : 

T: 

JI!Jjr : 

'T : 

f lr: 

T: 

IIL!Jr: 

... . 
[' . "· 
Bell : 

. Jr : 

il : 

- J-

I 17,Ue!":" it d i d go down l&st night. And you can .!'ix 
thLt over if you ' d li~o to . 

llell , I ' d as< Phillips Wlll>t one would do under those 
circu: stE..nces - t hey •re on his payroll, see? 

Yes 

Ask Phillips what one does under those circumstenccs . 
Should we force the issue or should we l et it for-
get it ? 

Yas 

On that tt.ing I 1"":l perf,.ctl" ·.Hlinr. to do r.hatever 
Pnt ... lips says . 

0 . :\ . 

1.hr-tever he says . .,ft <·rall , if he was v;or.<ing for "'e 
he ' d give ~e t he cource or he ' d retire . 

I - I would say so . 

I f he ' s working for Phillips I ' ll l et Phillips make 
the decision . 

All right . 

See? Uecause, after all , t he source of t he infor~ation 
rllirht sta"P i t 11ith authority or it might just be 
foolishness . 

Yes 

But , let Phillips cake thLt decision. 

;,ll right , I ' 11 get t o t t 1.< to him t his morning about 
tn~ Canadian t hing so I 'll bring tha t in . 

All right . I s Bell around? 

Yes , ri ght here 

Good morning 

Hello, Bell? 

Yes , sir 

What ' s the batting averare on Tugwell getting his ~oney? 

Regraded Unclassified 



B: 

ut~jr : 

I : 

rli.!Jr : 

B: 

E: 

'" jr : 

E: 

.!'JJr : 

B: 

B: 

H1!Jr : 

H: 

I!!.ljr : 

B: 

'JJr : 

-4-

(r ... uf:hter) .. ell , I haven 't yet decided Whlit to do . 
But the way t .. e thi .v is shaping up in my Mind I 
t 10'.;.I(ht I' d send a vi~e to the Prel'ident st: t ing m::1 
un• erst~noirg of the situqtion at the ti~e he gave 
co.1sider stion to the Crop L.,Ln Bill -

Y'(;S 

- t<nd the time he s1Pned t he Executive Order allotlng 
thirty million . 

·ell, y~u lmow, -see if '~~Y •aemory is any good, the !'rP~i­
der.t st.id to Bill 'Jy ry , •Try to -et along .,.it'l fifteen 
:u1111on - 1 

Ri&ht 

•tne outside figure t enty • - ? 

Th. t 1 s right . 

Is t .• at right? 

That ' s right . 

0 . K. 

But , .. urther , as I rec~.11 , he s3id in thnt Conference 
tnat ~ill :.:yers would not bt.ve to worr;/ about Turwell 1 s 
clients- and in oliS ·: esryt>e to Congress he raid that 
wha t h e would do - wh· t e should do is KCet away fro, 
t.e Crop Loan business . 

,;ell, I lon ' t unfortunat~ly I don ' t re~P ber that . 

Ylel l , 11e said we ' d gtt awe. "ro:.. this Crop Loan busio.ess 
eventually . 

Yes 

Nol¥, he said, ' I reli l!ze that there are still some 
fa rmer s who are righi on the rn«rket and i f we don 't 
give them a l oan wil l probabl y seek relief from some 
other Government aut hority .' 

Yes 

Now he want ed t o pr event t hat. 

Yes 

Regraded Unclassified 



8 : 

H!Jj r : 

B: 

J.lj r : 

_j ; 

So he t!lat 
AAd as I ~t..!C.t.ll , 

not have to ta~e 

- 5-

as the reason for the t "irt·· illi,n . 
•e told Bill llyers that .e would 

c1re of Rex Tuvwell• s clients . 

>roll, I can ' t reme .b•r e ither way on that. 

!low, if I set 
U1at if thi s 

1 I suggest you 
Tugwell . 1 

Yes 

th:.t ou ~ 1.1. a c~ ble I t."tink I ' 11 say 
if my recollection is correct 

send the follo.ving cablegram to Rex 

And t her. tell him that Bill r yers was not to m~e any 
lo~s to t~s clients and he ' d ~ke care of them . 

•J~ : tiel!, that woal d suit e . 

E: 

H'1J r : 

B: 

fG.I Jr : 

B: 

lllfjr : 

B: 

IWJr : 

B: 

intjr : 

B: 

rll.lJr : 

B: 

Or , if he ' d prefer 

I t h ink it ' s perf ctl) silly 

How is tha t? 

- for Bill Myers to lend money to Tugwell' s people . 

Wel l , it does seem kind of silly . Of course they' re 
contending now 

I t hink that would be plain stupid! ty . 

They 1 re contending doNn there now that if t he Crop Lo~s 
are made to th~sc reli ef clients that the loans 
ougnt to be mede by Bill ~y•rs because he ' s got the 
organization . 

\\'ell , that ' s 

And t.~at if they ' ve got to furnish the money it ouyht 
to be tr&nsferred f'rom them t o Bill t.(yer s . 

And then t hey ' ll lend the money to their clients and 
pay Bill Uyers bock I suppose? 

No , they ' ve got two classes of clients . 

I know. 

One is the - what t hey call t he •standard loan cli ent • 
- tne ones they are making loans to~rehabilitate . 

Regraded Unclassified 



li!!J•• : 

D: 

tr..!Jr : 

B: 

lil.! J~ : 

B: 

H'.! Jr : 

B: 

WJJr : 

B: 

~ ·or : 

B: 

ffi! Jr : 

B: 

IDIJr: 

B: 

HMJr : 

- 6-

And tne other is or.es they're givinr direct relief -
eighteen dollars n :ont~ for subsistence, out of which 
they· clail::! th&t thei cun' t buy feed . But all of our 
pressure is co:~~iny !'ro':l the ?lorthwest and the era in 
are~os and in ttose sections which 11e tried to hit by 
lowering the indiv~dual loan from five hundred to two 
hundred . 

Well , I 1m glad th ... t you•ro !(Otting it off to the Presi­
dent . 

V/ell , I hate to s'end him a wire ut all. 

Yes 

And I think I 1ll try to vet Tugwell and Bill •:yers 
tog~ther tod&7 and see if th~· can ' t wor~ it out. 

Yes 

- or wait until he co~os bac~ . 

Anytning else? 

Th~ot' s all. I ' m going on the Hill this morning to 
see Buchanan on the CCC and the 

Anybody else want to talk to me? 

Archie will just tell you about the exchanges . 

r~ ~cReynolds 1n the room? 

llo want hi!!!? 

llo , but you can tell him, I wu.nt to get out an Executive 
Order that every ~e ber of the nine-thirty st&ff has -

Has what? Hello? 

Hello 

Yes 

Tell !lac to get out an Executive Order that every member 
of the nine-thirty starr has to read the article in this 
week ' s Saturday Evening Post by Stout the Govern-
ment 

They iteep cutting you off. 
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They keep Tne Government what? 

T~ere•s an article by Stout 

Yes 

- in this week ' s Snturdby ~vening Post . 

Th8t 1 s r ight . 

- that I suggest that eve!'ybody read . 

All right . 

On it's called , "The Govern~ent Builds Fifty Houses ". 

Oh, I see , a l 1 right , we 1 l t tell h~. 

It' s the darndest expose I 1 ve e ver read . 

t.ell, we 1 11 read it . 

I really t hink everybody ought to read that . 

All right , we 'll tell hi m. 

If I had an organizatinn like that - and - and the 
fellow writes it by quoting AP dispatches , you see? 

Yes 

So there isn't much argument about it . 

(Laughter) Sa~ , I checked up a little on that noise 
yesterday we had on the phone . 

Yes 

A'1d - lliss Corrick did , r a t her, a.'ld she '!lade the tele­
·hone offici&J.s c:1eck it clear through t o you . 

Yes 

And they found out that there was a terrible electric 
stortn 

Yes 

- some place in Alabama ~nd they hit the wires . 

That's w~at my operator said. 

\'/ell that's checked then. 
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',l:o- : Right 

Corrick was rifht worried . 

r~Jr : I 111 t• lA to Arcnie . 

B: All right . 
J.rchie 
Lochhead : liaJ lo 

.!Uj r : Hello , Archie? 

L: Well , tlley - see they 've recovered their nerve some­
what on t.'le oth--r side now 

r. j:- : Good ! 

L: The: •ve got the francs u~ to six fifty-nine and a half . 

Jr : How about gold? 

L: Gold is still holding up - the rate is still five 
cents too high to get anything in London . There ' s no 
gold - no more gold coming fro~ Paris ' 

n14 jr : Archie - th~>t cable tht.t c11me in from Buck about t his 
Conference in May - do you understand where those 
places are and what they are going to do? 

L: ~ell , I 'll tell you we had yes . 
Uere •s the point , thbre hre two provinces - there is 
one, the Provine!! up l!orth, up near Japan, the Hopee 
Province and the other Centon Province is down - is 
down in the South . In other words t hey - in Central 
Cnina they're gettinr somewhere with their currency . 
But up in tile northern part and down in the southern 
part they're having trouble trying to get th~ to 
unify their currency with the nati~nal currency. 

i.:. jr : I get it . 

L: So I think it was by the way , one word in that 
cable that mentioned 1YuPn 1 

!L.tjr : Yes 

L: - happens to be a man ' s name we found out later . 

ll'Jr : Oh 

~ : I had an awful Job - I thought at first he w~s speaking 
about currency and then I thought a 1 Yuan 1 also means 
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en exec~tive session. 

Yt>s 

But we found out by looking in the Year Book that 
that one happened to be his name . 

Yes 

So that ' s - •so and so Yuan , head of the 
Province ' - that ' s t.he man' s name . 

Am I on the air? 

Yes (Laughter) 

All right . 

But that ' s what that really explains there , that they ' re 
having trouble both up in the northern part and in the 
southern pert . 

I see . 

And they 1 r e trying to get them unified . 

All right . 

0 . K., sir Is there anybody else you wish to speak 
to or be connected up with? 

Well , I ' ll talk to the operator and -
going baCA to her room? 

If you want her to, yes . 

Yes, I do . 

0 . K. then 

Goodbye . 

Goodbye , sir. 

is l.lrs . Klotz 
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BKJr: 

G: 

ElKjr: 

G: 

I:Q(Jr: 

G: 

BKjr: 

G: 

!!Kjr: 

G: 
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IDlJr: 
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IDlJr: 
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!Dljr: 

Wednesday 
April 1, 1936. 

... 
3 

Well - - for the first eight months of this fiscal year -

Yes 

'l'hat takes us up to Karch third . 

Yes 

'ilbat our estilll&te was and then what the actual was -

Yes 

And compare it with four previous years. 

Yes 

See? 

Yes 

That's one total. 

Yes 

And then the next total - the figures for the thirty­
one days of Karch - what our estimates were -

Yes 

- and what the actual - s 

Yes, yes 

Compare that with four previous years. 

Yes, yes - yes 

nothing new in that but here's a new one. 

Yes 

I want that broken down by States. 

How? - yes 

And because the papers will carry - each State will 
carry 

Yes, they will, you' re right. 

What? 

• 
I 

! 
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Yes 

And that I think you knew 

Yes, yes 

Here's something which you will have to use your judg­
ment on. 

Yes , yes 

I would very much liKe to carry the estimate f or each 
fo ur years for the same period, see? 

Well -

But that's a little dynamite. We may have been - we 
may not have been so bot, I don't know. 

Yes 

I'll let you pass on t hat. 

Yes , well now, I think of Just one thing in this con­
nection that might affect it, and that ' s this . As I 

as I look at the daily state~ent the income tax 
collections , corporation and individual, are very very 
close to the estimates. They won' t be more t han three 
or four per cent over. 

That's right. 

But , the all collections, all revenue is - is alaost, 
well, the comparison is - we estimated a sixteen per 
cent gain and we've got a twenty-three per cent gain. 
And it'll make a difference of about two hundred end 
sixty-seven millions we 1ll get - on that basis we'll 
get about two hundred and sixty-seven millions more 
revenue this fsical year than we estimated. Now, the 
only danger in that 1s giving that to tbe Committees 

I di dn't suggest that . 

No 

Ah ha. 

Well, now look, of course we're going to sbow here up 
to Karch thir ty-first our estimates. Well now, if this 
is confined to i ncOIDe tax it 1 s fine. -

Well, that's what lilY suggestion was. 

. . 4 
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Yes, that ' s your suggestion. 

Popper isn't so dumb. 

No, you thought of it. All right, all r i ght (Laughter) 

What? 

Check (Laughter) 

No, the whole point is that everybody - f irst every­
body wrote 

Yes 

- that our esti mates - that we were going to have at 
least f i fty per cent 1n excess of what 

Yes, yes , yes 

And when the first story broke that went out. 

Yes , yes - yes 

The other smart boys like Paul Jtallon - and all the 
others wrote 

Yes 

- oh, our stuff is way under our estimates. 

Yes -
was pretty -
to print that 

What ' s that? 

you saw that, did you? I thought that 
I thought that was pretty good for h.i.JI 

that we were disappointed , didn't you? 

I thought it was pretty good for him to print that 
that we were disappointed. 

Yes 

The effect is good. 

Well, I didn't know about that - I ' d much rather be 
accurate . 

Yes, well 

When I get the statement from Bell, i f DIY memory is 
right, I think they est1JIIated for llarch around four 
hundred and t110 1111111on. 

Regraded Unclassified 



lllijr: 

G: 

Blljr: 

G: 

JDi jr: 

G: 

!Dijr: 

G: 

HMjr: 

G: 

HMJr: 

G: 

Hloljr : 

G: 

HMJr: 

G: 

HMJr: 

G: 

HKjr: 

0: 

-4-

Four hundrecS and f ive - I - well , daily" stateaent 
basis it may have been four hundred and two. 

Well, I'll split the difference. 

Yes, yes 

And we' ll give the difference t o Urs. Klotz. 

All right, yes 

And - did she salle? 

Yes , she 'hee hee ' d '. 

What? 

She ' hee hee ' d ' . 

She 1hee hee 1d'? 

Yes 

All right - and I haven' t pulled any April first tricks 
today. 

No (Laughter) We were 

All right , but I thought that this suggestion was kind 
of cute. 

Yes- I think i t was all r i ght. 

But the trick is to break it down by States . 

Yes, yes 

Then each State will carry it. But the thing i s -the 
reason I am calling now is that i t ought to be done 
fa irly fast. 

Yes , yes - Our thirty-first collection story will 
come out about the - about the twentieth of April am 
it would be better to get this out ahead on the daily 
statement basis which we coul d easily do because they 
might -

I thought you ought to break it tomorrow. 

Yes, yes , I think we can do t hat. 

6 
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I would particularly look up -
much interested - notice 
got it , for eight months and then 

I would be very 
what I said, you ' ve 
one month 

Yes 
one and 
for the 

f or the f irst eight months , to March 
then do the same th1II8 - I - I understood, 
ni.ne months up to March thi rty-one? 

No, I want Kar ch separate. 

March separate? 

And then under these the t otal. 

Yes 

You' d have eight months separate 

Yes 

March separate - and then you 'd run t he total 

Yes , yes 

It will give you nine months . 

Yes , yes 

And that would be on the left hand side of the column -
t hen as you went across you' d break it down by States. 

Yes, yes 

And then - the actaal on our estimates and then 
compare i t with four previous years. 

Yes , well, we could probably come out and have the 
break down by States on the dally statement basis - we 
could take that break down by States up to March one -
no - March one , yes , we have t hat, you see, up to 
March one , •he break down by States which is on the 
coll ecti on basis. But we won' t get the br eak down by 
St ates for March unt i l about t he - t hey won't have 
i t ready until around about t he t went i eth. 

Wel l , that - whatever it 
shows that we ' re within -
ceot of cur estimates. 

is. But the poi nt - this 
I f i gure t wo to three per 

G: Yes 

IDIJr: See? 

7 
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Yes 

We ' re Just about two or t hree per cent better. 

Yes 

So that when we asked for this mone1 in the new tax 
bill we knew what we were talking about. 

Yes, yes 

I want to get the impress ion over that when the 
Treasury estimate they know wha t they' re talking 
about 

Yes 

We say we need so much more mo.ney in the new bill -
we know what we ' re talking about 

Yes 

But I thought t he lead on Guy Helvering' s story wa $ 
unfortunate. 

Yes - the lead that the 

That we haven' t asked for enough. 

What ? 

we haven't asked for enough. 

Oh - oh, well -

Helveri ng said that this won't produce 
enough r evenue. 

Oh, well, i t won't - what he said was i t won' t 
prodvce as much as we asked for. 

Oh well, I di dn ' t get that . 

Yes , yes 

Well, I - do you like ~ i dea? 

I like it fine, yes. 

I haveo ' t h.ad an idea i n a long tiae. 

8 
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Yes, I t~ that ' s f ine, r es. 

All right , now l ook 

Yes 

Is Wac there? 

Yes , he is. 

Please 

G: Yes - he 's getting on. 
Wm. 
WeReynolds :Yes, Henry 

IDIJr : 

llcR: 

I!Kjr: 

lleR: 

mljr: 

MeR: 

HMJr : 

lleR: 

IIKJr: 

lfae 

Yes 

We 111 be us 1ng rrsy own car Sunday so let the fellow 
have off Saturday, will you? 

0. K. 

Is anybody using him? 

Well, they use it about once a day. 

That's all r ight. 

And he wanted t o get ott today and tomorrow and I 
sent him to Mrs. Klotz and she let him off. (Laught er) 

Good 

MeR : (Laughter) So he's got - he ' ll have plenty of time 
orr. 

HMjr: 

LleR: 

H!ijr: 

MeR: 

I!Kjr: 

She's a softie. 

(Laughter) 

All right . 

Listen 

All right , we' ll see that he is on Sunday. 

• 

How, llbat I wanted to talk to you really about was I 
wanted the three or you to give •e the inside story 
of what is going on in liquor. 
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I s Jars. Klot% on the phone? 

She isn't on the phone, no. 

Well, where are you sitting , on my chair? 

Well,yes , I'm 

Wait Just a minute. 

Are you there? 

Yes, sir 

Good 

She ' s an now. 

What happened was we talked it over this morning and 
in the Staff Meeting and the rest of us all -

Oh, yes 

pressing and Wayne was a little hesitant about doing 
anything t o close it up. 

Yes 

\\'ell , Herman told him that he had instructioos from 
you that it was to be disposed of today. 

Oh, oh - ­

Well 

that ' s not quite right. 

That•s what he said. 

What? 

That's what he said. 

lfo, I didn't say any such thing. 

Well, anyhow, I thtnk it was a good effect 

Yes 

- to get it going. 

10 

Well, he didn't - Taylor didn' t think I was going OYer 
his head? 
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llcR: No, no, I don' t think so. I don' t think he got that 
il.lpression. 

Blljr: 

llcR: 

!Dl jr: 

llcR: 

BllJ r: 

lloR : 

l:l)(jr: 

lloR : 

Blljr: 

H. S. K.: 

I!M jr: 

B.S.K.: 

IDlJr: 

llcR: 

B.S .K.: 

MeR: 

fll(jr: 

MeR: 

Bloljr: 

No 

But here , the dar~ conferences are no good. 

Wha t 's that? 

I say, the coorerences are no good. 

Yes 

They haven' t gotten any place. I told you yester-
day. Now, what we have- Or aves has wri tten a 
letter to the Secretary of State 

Yes 

Do you want t o Usten to it? 

No 

It's a long 

If you want to you can put it on the radio. 

I don't 
Jlrs. Klotz? 

I don' t think 1 111 need it, do you, 

Well, there ' s this -

No 

unless you have given it prior 
approval. 

We've got this whole radio system -
radio it to me. 

Yes 

Hello? 

llcR: Yes , well, why not why wouldn' t it be better - let 
you get it in the pouch 1n the •orning? 

f!Mjr: 

llcR: 

That' s all right. 

And then you can read it and we won't have any trouble 
about quot1~. 
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People don't have any confidence 1n Coast Guard -
that's the trouble. 

MeR: I know, but - it will take 

I! . S .K. : 

llcR : 

!Dljr: 

H. S .K.: 

lllljr : 

H.S . K.: 

llcR: 

H.S . K.: 

llcR : 

H.S .K.: 

m.tjr: 

I! .S . K. : 

HMjr: 

H. S . K.: 

IDljr : 

H.S.K.: 

MeR: 

!Di jr: 

IlleR: 

l:I)(J r: 

He certainly don' t. 

It will take them until tomorrow to get it coded, 
you know. 

Ob -

- Take until next 

ville 

(Laughter) 

(Laughter) 

wants to send it by air mail to Jackson-

(Laughter) Oh, it ' slovely 

(Laughter) 

You know, Oliphant was ~urious at Taylor today. 

Why? 

Wel~, because Taylor called upon Ely Frank to discuss 
the l egislation and Ely Frank wasn' t prepared and be 
looked like a monkey. 

Who did? 

Ely Frank 

Yes 

And so did we all. 

- Well, the trouble was that Ely and the other boys 
didn't understand that they were going 1n to talk 
about the either the policy or the a erit s ot 
the legislation. 

I see. 

They were going to talk about this one question that 
has bsen raised. 

Yes 

12 
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MeR: 

HMJr: 

Me R: 

HM jr : 

lleR : 

BllJr: 

MeR: 

HMJr: 

MeR: 
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lfcR: 

HM jr: 

H. S .K.: . 
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Well, that had been dispos6d or. 

When did he call on El.y Frank? 

At the final conference yesterday 

Oh 

- with the State Department people aDd the Canadian 
people and 

I see. 

- everybody there. In other words he put himself 
over on the side of the other people for the minute. 

Yes 

Which wasn ' t so good. or course this letter merely 
undertakes to inform the State Department the 
last paragraph is , ' Inasmuch as the Canadian repre­
sentatives have f ailed completely to meet the point 
made by t he President i n his telegram of March twenty-
three 1 

Yes 

• • .••.. thia Department i s compelled to advise you .•. • 

Yes 

• ..•... that it has no recourse other than to request 
the Senate Finance Co-ittee to proceed with its 
consi der ation of the legislati on• . 

Sounds all right to me. 

I think the letter is perfect, as tar as I can see. 

Don't let him read the whole letter, Mrs. Klotz, though, 
you !mow he's 

(Laughter) 

llcR: (Laugh~er) I'm not going to. 

H. S .K. : In fact , I want to say this, in fairness to T-rlor, if 
70u want - just to take a minute . -

Hll j r: Please 

H. S .K.: After all, Oliphant and Bester and that group worked on 

13 
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I:Dljr: 

H. S.K. : 

IDIJr: 

H.S.K.: 

f!ll jr: 

a.s .K. : 

I:Dl jr: 

H. S. K.: 

IDIJr : 

B.S .K.: 

Hlljr: 

H. S .K. : 

IDIJr: 

B. S .K.: 

XcR: 

B.S.I .: 

th.e legislati cn. 

Right 

-12-

The man wasn' t prepared. Oliphant , I feel , should 
have been, if they were going to have the meeting at 
all and they were goi ng to di scuss the policy of the 
legislation and all Oliphant should have been there. 

Ri ght 

It was very unfair to Taylor. 

Yes 

Be just s tumblet> all over and I mean, there was the 
St ate Department on the side of the liquor people, 
there was the Canadian Government on their side and 
our three people, Bly Frank, Mr. Graves, who never 
opened hi s mouth once at yesterday' s meeting at the 
closi ng - I 

Yes 

- we t hey looked - it was terrible! 

Yes 

You wondered wby I was so upset yesterday , I was sick, 
really! 

Yes 

They were the smartest bunch of 111e11 I 1ve 
ever metl 

Oh, yes 

They were really the brightest attorneys 
fellows can get the cream. 

Oh, she just tell for them, that was all . 

these 

On (Laughter ) McReynolde said I Just fell for all 
the men. 

BMJr: Oh 

H.S .K .. : 

IDIJr: 

Ho - they , I mean, oh, i t was 

Were they all Canadians? 
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l!lljr: 

a.s .K.: 

llliJr: 

a.s .K.: 

l!lljr: 

H. S . K.: 

llcR: 

HIIJr : 

llcR: 

!Dijr: 

llcR: 

liiiJr : 

llcR : 

!Dijr: 

lloR: 

liiiJr: 
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Yes, I think so, yes 

Well, I don't understand why Oliphant wasn't there, 
Hester 

Well, Oliphant said he wasn't there because he had no 
idea that that was going to be discussed. 

Oh 

He didn' t want it discussed. He said he'd kept away 
from them for a year - didn 't want to meet them 
you didn't want to meet them 

Well, the way the matter stands now, I get this letter 
1n the pouch? 

Right 

Thst • s right • 

And then I'm to read it and then oall 1n the morning, 
is that the idea? 

That's right 

All right 

he 'll tell us what 

He'll tell us what to do with it after you read it. 

I will. 

O. K. 

15· 

I tell you what you might do, you might thillk this over -
whether it should be in suoh form that I should sign it 
in case Taylor doesn ' t want to. 

Well , I thought we'd send the original down. 

Yes 

llcR: And 1.f you decide that you want to si gn it - it 1 s pre­
pared for your signature. 

lllljr: 

llcR: 

Hlljr: 

llcR: 

Yes 

You can s i gn it and send it on back. 

I don't want to do anything to hurt hJ.s feelings. 

Well -
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HKJr: 

H.S .K.: 

HKJr: 

a.s .K.: 

MeR: 

BMjr: 

H.S .K.: 

mljr: 

MeR: 

mljr: 

HUJr : 

H. S .IC: 

m!Jr: 

B.S . K.: 

HKJr: 

H. S .K. : 

mljr : 

H.S . K.: 

HKJr: 
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Well, I think, since you were out of the whole picture, 
really, I mean 

16 

me to sign it down here as the only document 
is an awful slap to Taylor. 

I thlnk so. 

I 

I think so. 

I think 

I think that be ought to be given his chance, then it 
he objects and I still say I want him to sign it he 
should be a good soldier and sign it. 

I think he Will , too. 

Yes 

I don't think t here is any doubt about it. 

No 

Now, I - when I get back I'm going to have a heart to 
heart talk w1 th a couple of people that were there be­
cause I don 't understand why it was handl ed the way it 
was. 

I don't either. 

But I'm not at all upset about it and I can wait until 
I get back. 

That's fine. 

I'• not at all upset, but it certainly was 
understand it. 

I don't 

Well, as far as Oliphant te - goes, I mean his feeling 
1s the meeting could just as well not have taken place. 
He's going right ahead with it a~ay. 

I see. A.l l right, what else? 

That • s all - nothing new has happened outside or -
Canadian liquor. 

Pardon me? 
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a.s .K.: 

I HKJr: 

B.S . K.: 

HKjr: 

H.S . K.: 

BliJr : 

!! .S . K.: 

Blljr: 

H.S. K.: 

HKJr : 

H.S.K.: 

llcR : 

-lS-

lothtng new -

'fell - how 1 s the weather up there? 

Oh1 it's lovel7, it's cold but it's lovel7. 

Yes, well, I doubt i f I' 11 call again. 

All right, sir. Well, we 111 hear from you 1n the 
morning. 

Pardon me? 

We'll hear fro• you in the aorning . 

Yes, msm. 

All right. 

Ooodbye . 

Goodbye. 

Bybye. 

.... 
11 
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OOP I 

l J.prll, 1936 

fro~~~: Spacent , Shanghai, CIWia. 
!o: J.ulaiant Secret3r)' 'l'aylor. 

lluaece from Profeuor Bucka Reported you:r inquiry llarch 28th 
laat eY&ning to Kung. Ria firat reaction waa ac followa: 0 fbere ie 
a grain of truth 1n the rumor. It 1a difficult to consuaaate trana­
act1one with .America. • Ba explained further 0 Rou stay waa prolonged 
partl7 aCcoUDt Bu !twang Ra1lwq and alao probabl)' lar«er BrHlch aco­
nom.l.c intareah in ChiD& u paciall7 elnca C&dopn h leaTillj! . ltou 
baa inahtad regularldng 1111 old loana before ~hing ccno14erat1on to 
new loana. Be m&7 ban eaid (but I do not 'know) when thb 1a acccm­
pl1abed Britain 1a read)' t o make new loana either tbrOU8b t1» old con­
so r t1""' or a new gro'ap or .... an alone if Unl tad Stu tea and othau do 
not want t o participate. 'l'bare ia nothing i n offer '-' bondholder& to 
adnraal)' affect J.merica ' • participation future financing rallwq. I e 
want .U..rica1 a help 8Jid WO\l.ld ll.lce to know whether or not abe 1a will­
ing to partic ipa te. Britain upaciall7 i .ntareated 1n Sse Qru.c Railwq. 
Vary contillential, and I ba•• tnld no one , we want a back door b7 rail 
to Brltieh Burma ao aG t o cope with Japan••• aggreaaion froa Pacifi~ 
J.loo anx1ou.e to make loan on railway dnalopmant. 

Lut winter United State• reply ..... for China to conault other 
powere abO\l.t a loan. J.e a etap in the p rocaea United Stat .. wu aalced 
to send a rapreaenta ti'fa 'bllt did not do eo n• ln&land did. 

Secret info rmation t oday tbet baa 'f)' nrtillar, 1a baillj! morad illto 
au tern Hopal by Japanua to ou.at Sal!& Chell Yuan who 1a not auboai tUng 
to Japanua o.nd repl ace with Ill. Z:ung who hu Japaneae rita and 1a pro­
Japan•••· Japan also preaeing to aaaiat in aupprenion Redo in Shan 51. 
She will attempt to take North Cbi.na. Sung Cbeb l'uan baa a atrong 
Cblnaaa GouJ'IImant and w111 f igh t if preued too far. China 1a m&lclnt; 
all ponible preparation tor a rmad conflict wi tb Japan e11d 1 t 11.117 not 
be l ocalhad t o lforth Cblna. If other COUAtriaa do not attack the 
bandito (pro-Japanese) now, the bandits will attack th""' later and Japan 

will be in a much ······• • ••••• 

Note: R8t1111ining oectiona of thia meaoage t~ "•llow. 
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April 2 , 1936. 

To1 '!'he Secretary of tho 'l!roaeur;y. 

(Contianation ot meeaaca of ApTi1 1 fraQ Profaaaor ~) 

•••• • otrongar pooition ef~er gaining control ct China' • natural 

reoourcae 1111d 111811 power. A tim otand b;y UDi ted Stateo and b;y 
o ther cOWltriao will aid China greetl7. 

Please inform Worsen than and aak him to tell other 1»­

portut off1c1alo intereated in China that China 11 1n groat need 

of tu.rther finlllloial aupport and publ1cl,y announced eupport a 1 in 

caee ot Secrete%')''• etot•ent on euccaea of aonata%7 poHc,y which 

helped trmen.doo.aly end 11 gree tl,y appreciated. 

lleeire UD1 tad Stet .. bo.,y more ether at price I ad•antosaoo.a 

to China. I em determined to f1ml.;y .. toblieh new monetnry a;yet• 

u etobilising influence i n China. J'or thie, larger stabilisation 

fUDd needed. 

larnaatl;y requ.eat Secretory eupport lenstheniDt; period of 
payment of wheat loan and an,y other ac!Juatment regardi.ng thh 
loan aa bro~t to Secretary'• a\tention by Dapartlaent of Stnto. 

Ple&oe aalc Secreto17 to extend rq greeUnca to hie parento. 1 

'l!h1a Si no-Japan••• oito.ation neada immediate well conaidered 

action. 

I han not 111t Leith Rou, and bad upected he would aak to 

••• •• 1n ._. "87 aiailar to 111 aHtin& TOIIIII 1ll llc>nglmn&. I ban 

made no effort t o aH or to awoid him. 
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WeehingtCIII 

.&prU 2, 1936. 

Ill)' dear 1!r. Secretary: 

Fl-0111 tt.m. to time, proposed actions under the proneiona or 
Section 303 or the Tariff .Ac t or 19:10 are referred by the Depart­
ment or t he Treaauey to t his Departcent for tho cOI!IDIInt of the 
Executive Coamittoe on Commercial. Policy. !hie Ia in accord with 
tho Executive Order oatabliahing the Commit tee u a coordinat ing 
and clearing body for ol.l matters relating to our toreig11 trade . 

Some or the countern.lling duty caaee ao referred have groan 
out of precticea by foreign governments involving apeo1ol. currency 
controls or one ki nd or another . In these caeea tho Committee hae 
not elwaya been clear as to the legal and pol icy eapecta presented. 
On March 6, 1936, it aooord1ngly appointed a subcommittee to study 

20 

the question ot countervailing dutlee In respec t to currency problema, 
in order t hat the Executive Committee on co- relol. Policy algbt 
arrive at a clarified poeitlon on which to beee ita commeDts. The 
subcommit tee baa now aubaltted ita report . Thia report ••• considered 
by the Executive Ccami'ttee on COJD8rolol. Policy at ita meeting or 
Werch :U , 1936. Diacu .. lon or tbe report and of l'e coMlualona wee 
follo•ed by t he m•• ohnou• adoption ot t be following resolution, lr1 t h 
the Treasury representative not voting: 

"The Exeouti ve Coam1 ttee on Commercial. Policy 
adopt• the report of Uarch 28, 1936, or the Subo~ 
a1ttee on Countern.Uirg Dutlea and reccm:w~nda to the 
Secretary or State t hat he urge Ita earnest coneldera­
tloll by the Secretary or the Treasury in deciding upon 
the Treasury Depertnent•a course or action under Secti on 
303 of the Tariff Act of 1930 with respect to Hungary, 
Latns, Oe~y, end other co1Dltr1ea practicing curreDCy 
aanipulat !on. " 

I ea pleaaed to comply witb t his rec~ndation end ecoordillglT 
I attach for your consideration a copy of t he r eport ot the auboa.. 
ai ttee, ea approved by the Executive Coa.ittee on Commercial Policy. 
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Prom the standpoint ot economic policy it aaema entirelY clear 

that the application or countervai ling 4utiea in cases ariai~ out 
ot c~enoy control• cannot tail to have 4epl orabls repercussions 
upon our foreign tra4a. Particularly ia tbia true wi th raapeat to 
thoae countries aucb •• Germany 1n which a large part or our ~rta 
would be attected or potentially attacted by countervalliq dutiu it 
the view were to prevail that Section 303 4oea require tbh action. 

Such action with respect t o Ge~ would Man not only that we 
would auatain a turtbar and drastic lose ot markets 1n that country 
tor oor agricultural and other raw material aurpluaee , but that 1111,y 
hope ot reestablishing our t ra4e relatione with that country on a 
norme.l beaia would be greatly prejudiced tor soma ti.Jne t o come. Thia I 
woul4 be particularly unfortunate at tho present time , because in a 
very recent communicat ion t o t bie Department tho German Govarnm.nt baa 
indicated, t or tho tirot t~, ita road ineaa to go a long-., in meet­
ing our 1ns1etanca on non-discriminat ory treatment or American ca.-
IMl'CO in Gera.J17. It would be moat regrettable i t our convorsatiou 
with GelWl~ in thia vital matt er q r o to be brollj;)lt to a,n and , u 
they unquestionably would be it' tho panaltioa ot Section 303 ware i.­
posed upon our 1Japorta troa Ge.--ey . 

I tullY recognize the mandatory nnture ot Section 303, once it 
1D determined by tho Secretary or tho Treeaury t hat a bounty or gra,nt 
ie , in tact , bestowed upon the produc t ion or exportetion or articles 
sh ipped t o the United Stat es. However, I aa in agreement with the view 
presented in tho aubOommittee•a repor t that there Ia conaidorabla doubt 
whether currency aanipulationa t all wi t hin the moaning or tho term 
"bOunty or grant• aa used in Section 303, an4 whether they 11U1J ne t 
more appropriately be regarded ae a special rona or currency daprec iat icn. 

Tbet such raaaonabls doubt exiata Ia atro~ evidenced by t he t&et 
that in the tiret and second Sessions or t ho 724 Congreao (1932, 1933), 
aavoral billa wore introduced, havi ng tor their purpose tho i~e1tion 
ot additional dut ies to OO=Pensate tor tba depreciat ion or foreign 
currencies. Hearingo wore held on t bie eubjsot at botb aeeaiona, but 
none ot the billa wae reported out or Committee. Ne i t her in the teat1mony 
ot repreaentetivea ot t he Treasury Deportlll8nt and of tbe 'l'arlt t C-­
aiaaion nor in the debate on the floor or tho House on a 110t1on to die­
charge the Com.ittoe rrom rurtber considerati on or one or tbaaa billa 
wae t bore any reference to Section 303 u atfordi.ng a buh t or t ho type 
or action whicb wu contaii!Pleted i .n tho bi lla then pandiq. On tba 
cont rary, t ho interpretation apparsntl,J accepted b7 ell ••- t o have 
been t hat Section ~3, which at t hat time bad been on the statute booke 
tor two or mor e yoara , wu not intended t o be applicable in caaee or 
currency depreciat i on. 
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Ia tru.itUDg t o 70u tbe report adopted by t ba lxeouun a­
alttea on c-rolal Polley and ln a441Dg t boaa oo-nh or 11,y on, 
I .. aura that JOU wlll underatan4 that I haY& no daalra ln anr ._, 
t o aDCro.ch upon tha pertor.uooa ot a ll&lldatorr duty llq!OM4 upon you 
by ln. J(J only dealra la to ~ ot anr u aletanoa that I ~ l n t ha 
atu4J ot the appropriate acope ot tb.ia Huura 11b1ch baa eo dlraot 
u4 Tital a baarlDg upon the broader upaota ot our llbola coaaarolal 
polloy. 

• Slncaraly youra , 

(Signed) Cordell Hull . 

!ba Bonorabla 
Banrr Uorganthau, Tr., 

Saoretarr or t he Trauury, 
Wuhlngton, D. C. 
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April 2 , 1936 

My dear Mr. Secretary: 

On Monday and Tuesday, Karch 30 and 31, in accordance 
with our understanding wit h you, conferences were held in 
the Treasury for t he purpose of determining whether, within 
t he scope of the President's telegram of March 23 to Onder 
Secretary Phillips , it would be possible to find a satis­
factory course of action Which would eliminate the necessity 
for the legislation contained in H. R. 9185 , imposing certain 
restrictions upon the importation of liquor into t he United 
States . There were prese.nt at the conferences attorneys for 
three Canadian companies , Hiram Walker, Seagram' s , and 
Canadi an Industrial Alcohol, the Canadi an Charge, Mr. Hume 
Wrong, and representatives of the State and Treasury Depart­
ments. 

It was made clear that the ob ject of t he conversati ons 
was t o ascertain whether the companies involved could give 
some practical assurance in connection with the prosecution 
ot the Government 1 s claims aga1nst them, t hat , in the absence 
of legislati on, they would submit to the juri sdiction of the 
United States Courts and pay any judgments wh1ch might be 
obtained. Latitude was given the Canadi an representatives 
for the discussion of other aspects of the questions raised 
by the pending l egi s l ation, but it was emphas ized that if the 
Treasury Department was t o be expected to withdraw its re­
quest for legislation it would be necessary for it to have 
practical assurances that the objectives of the leg1slation 
coul d be otherwise obtained. 

I regret t o advise you that t he Canadian representatives 
were un.able to suggest any assurances within the scope of 
the Presi dent ' s instruction . The counsel for t he companies 
canvassed this question at lengt h with t he Department ' s repre­
sentatives , pointing out the difficulties whi ch t hey felt 
t hey would encounter in giving assurances along the lines de­
s i red. Their response to t he Department ' s invitation for a 
concrete suggesti on was that , pending a sati sfactory settle­
ment of aoy outstanding cla1ms , their compani es would refrain 
from accelerat1ng the rate of t hei r shipments of Wh1skey into 
t he United St ates and from export1ng wbiskey to other countries , 
would m.aintain their present corporate structur es unchanged , 
a nd , within the next thirty days , would individually enter 
into discussions with the proper offi cials of this Government 
wiih respect to these claims. They did not, however, indicate 
a willingness t o enter into an arrangement whereby their 
princ ipals would s ubmit voluntaril y to the jurisdiction of 
the Unit ed States Courts with respect to the claims against 
t hem and provide for the satisfacti on of such claims after 
Judgment . 

Regraded Unclassified 



-2-

Onder these circumstances, I must advise you that the 
Department is compelled to request the Senate Finance Com­
mittee to proceed with its consideration or the legislation. 
It will be appreciated if you will advise the representa­
t ives or the Canadian Government accordingly. 

The Honorable, 

Yours very truly, 

/S/ Wayne C. Taylor 

Acting Secretary 

(sent over 2:30 p. m.) 

The Secretary or State. 

24 

Regraded Unclassified 



• 

Wm . 

Thur11day 
April 2, 1936 

KcRe~olds : Didn't you get it over the phone? 

RMJr : 

KcR : 

llllJr: 

.llcR: 

llllJr : 

KcR : 

H!ljr : 

.llcR: 

llllJr : 

KcR : 

IDIJr : 

KcR: 

llllJr: 

licR: 

llllJr: 

H. S. K. : 

!1l.IJr : 

a. s.K.: 
llliJr : 

B. S.K.: 

HKJr : 

II. S.K.: 

No 

You mean you didn't get it in the pouch? 

The pouch hasn ' t come. 

Oh, it hasn ' t come? Well, we ' ll have it in Just a 
minute. 

Well, may I a sk t his while I 1 m waiting . Is every­
body in agreement on it? 

No Mr . Taylor tells me tha t he t hinks there 
ought to be some softening here and there on it . 

Yes - who is 1n t he room, please? 

Taylor, Gaston, Oliphant, Gibbons, Graves 

Yes 

And .llrs . Klotz and myself. 

All right and is the letter on the way? 

It' s here - I have it here . 

Oh -

Do you want Krs . Klot z t o read it t o you? 

Yes , please. 

Hello 

Hello 

Isn't he a 1mean1e1 ? 

What ' s that? 

(Not spoken to the Secretary) I think you ' ll have to 
hang up because you 

Hello 

~ello 
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HKJr : Y~s 

H. S . K.: 

.I!:Jjr : 

H. S . K. : 

llldjr: 

li . S . K. : 

lllljr : 

H. S . K.: 

IIIIJr : 

H. S . K. : 

' On Monday and Tuesday, March t hirty and t hirty-
one in accordance with our understanding with you •.• •­
can you hear me? 

Yes 

• ••••• • conferences were held in the Treasury for the 
purpose of determining whet her within the scope of 
t he President ' s telegram of ~arch twenty-three t o 
Under-Secretary Phillips ••• •• • 

Yes 

• •• ••• i t would be possible to find a sat~sfactory 
substitute f or the legislation contained in H. R. 
9185 imposing certain restri ct ions upon t he impor­
tation of liquor into the Uni ted States . There 
are present at the conferences attorneys t or three 
Canadian companies , Hyram Walker, Seagrams, 
Canadian Industrial Alcohol, the Canadian Charge, 
Wrong, the representative of the St ate and Treasury 
Department s . 

' It was made clear that t he scope of the con­
versations was t o be limited t o the question, ' VIhe­
ther the companies i nvolved could give some practi­
cal as surance in connection with the prosecution 
of t he Government ' s claim against t hem, t hat , in 
the absence of legislation they would submit t o 
t he jurisdiction of the United States Courts and pay 
any Judgments which might be obtained ' . Latitude 
was given the Canadian representatives 

Pardon me, I didn 't get that. 

' Latitude • • ' 

Yes 

• •••• was given the Canadian representatives t or the 
discuss i on of other aspects of the questions rai sed 
by the pending l egislation . But the point was em­
phasized that if the Treasury Department was t o be 
expected t o withdraw i t s request f or legislation it 
would be necessary f or it t o have practical assurance 
that the objectives of t he legislation could be 
otherwise obtained . 

•In the course of the discussions t he only as­
surances which any of t he Canadian representatives 
suggested, and these, it should be said, were sub ject 
to confirmation by their principals , were that, 
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!Dijr: 

B. S.K.: 

IDIJr: 

H. S .lC.: 

lllijr : 

B.S.K.: 

HJ.Ijr: 

H. S.K.: 

Blijr : 

B.S.K.: 

Blijr: 

-3-

pending a satisfactory settlement of any outstanding 
cla~s they would refrain from accelerating the rate 
of their shipMents of whiskey into the United States 
and from exporting whiskey to other countries; would 
maintain their present corporate structures unchanged 
and within· the next thirty days would individually 
enter into discussion with the proper officials of 
this Government with regard to these claims. 

1 Much was said by the Cana -

Bello 

Someone just li£ted the receiver . 

Hello 

Hello? 

•Much was said by the Canadian representatives 
in opposition to the proposed legislation, both in 
respect to its probably effect on the relations be­
tween Canada and the United States and in respect 
to its pr actical results on the importation of Cana­
dian whiskey into the United States . But the Cana­
dian representatives indicated no willingness to 
submit voluntarily t o the jurisdiction of the United 
States Courts with respect t o the claims against 
them or to give assurances for the satisfaction of 
such claims after judgment ' 

Yes - is that all? 

No, one more paragraph. 

• Inasmuch as the Canadian representatives have 
failed completely t o meet the points made by the 
President in his telegram of March twenty-three this 
Department is compelled to advise you that it bas no 
recourse other than to request the State Finance Com­
mittee to proceed with its consider ation of t he legis­
lation. It will be appreciated if you will advise 
the representatives of the Canadian Government accord­
ingly • I 

I s that all? 

Yes 

Hello? 

That ' s all. 

You ought to have a drink of water now. 
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1 •• ~ . !C. : 

FJ.Ijr : 

ti . :i . K. : 

Hlljr : 

H. ::; .K.: 

l:!Kjr : 
"• c. 
Taylor : 

riKJ r : 

T: 

!Lijr : 

T: 

HIIJr : 

T: 

Hlljr : 

T: 

Hlljr : 

T: 

Hlolj r: 

T: 

!!llJr : 

-4-

(Laughter) 

After reading all of that. 
to - who wants to speak? 

Who wants to speak? 

~ell, now, I'd like 

Don't they usually have the opposition speak first? 

I think so . {Lauyhter) 

Hello? 

Hello 

Hello 

Yes 

Llr. Taylor 

What 1 s the matter wi til the letter, Y:ayne? 

I don't think the tone of it is right. 

Well , what ' s the matter with it? 

I think it ought to be, as I say - I told you over 
the telephone it ought to be that of a parent re­
luctantly beatlng his child rather than one who is 
getting a little fun out of it . It had the same 
effect, if you do it that way . 

I don't - I don ' t remember your saying that, you 
may have, but 

Yes, ~ell, I guess I wrote it to you in QY pouch. 

That•s the trouble - I haven ' t got my cail . 

Yes, that's it. For instance , when we say that ­
down in paragraph three , ' •••. the only assurances •• 1 

and so and so 

Yes 

And the paragraph following that - 1vhy, we talk a 
little too much, as if these boys cane down here and 
just went through the motions. Now, t~~t may be true 
but I don't think it helps any. 

Well , of course, this isn't the letter we 're writing 
to them. This is tae letter we ' re writing to the 
State Depart~ent . 
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T: 

l!liJr : 

T: 

l!ll jr: 

T: 

l!lljr : 

T: 

IIIIJr: 
Harol d 
Graves : 

IIIIJr : 

G: 

!ruJr : 

G: 

Hlljr : 

G: 

IIIIJ r : 

0 : 

l!l.!jr : 

0 : 
Herman 
Oliphan t : 

-5-

Well , I think even so. 

Of course , it ' s terribly difficult for me to pass on 
a thing when I wasn ' t at the conferences . 

Well , my point is that we look better as far as getting 
the Stat e Department to go to bst for us if we -
at least pretend and I think it isn 1 t necessary to say 
that we pretended it - that we did everything that we 
could t o listen t o what the Canadians suggested, but 
t hat it just didn ' t work and tha t we weren' t good 
enough. 

Well , now -

Yes 

do you mind - let me have Graves on? 

Who 
angle. 

who I mi ght say has the l i quor enforcement 

Right 

Hello 

Hello , Mr. Secretary. 

Yes, Harold - how do you feel about the letter? 

Well , I can say this with respect to what Mr. Taylor · 
bas sa id , that I t hink it would be very easy to 
modity t he letter to meet t he points which he has 
raised without in the least weakening our position. 

Without weakening i t? 

Yes , sir 

Well , if you could do that - after all he ' s got to 
sign it , I don 1t. 

Yes 

What? 

I can - I t hink we can very quickly and very readily, 
modify the letter to meet the suggestions which have 
been made by Mr . Taylor . 

Wel l , now, may I talk to Mr. Oliphant , please? 

Yes , I ndeed . 

Hello 

Regraded Unclassified 



ID(Jr : 

0 : 

f!l.!Jr : 

0: 

HWJr : 

0: 

Blljr : 

0 : 

HWJr : 

0 : 

HWJr : 

0: 

!D&jr : 

0: 

IGIJr : 

0 : 

rllfj r : 

0: 

BliJr : 

0: 

INJr : 

0 : 

Hl.!Jr : 

0 : 

Hello , Herman 

Yes 

-6-

I 1m trying to hurry so not to tie you up . 

Well, that' s all right . 

Herman, why don 't we do this - let Taylor and Harold 
Graves see if they can ' t modity it. When do you come 
back orr the Bill? 

Yes 

What time? 

Well, I ' ll be back here at twelve-thirt y . 

Let them have the letter ready at twelve- t hirty. 

Yes 

You sit in with the two of them 

Yes 

And you make sure t hat by modifying if we don't in any 
way jeopardize our legal position, see? 

Right 

And t hen if the three of you are satisfied, let her go . 

All right. 

If the three of you aren ' t satisfied why I'll talk t o 
you some time between t hree and four. 

That' s fine. 

How does that strike you? 

That 1 s good . 

What? 

Tha t ' s good - that ' s a good way t o handle it . 

Because, Harold ' s kind of a tough baby - I saw t he 
' March of Time ' last night -

Yes 
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l!liJ r : 

H.S. K. : 

0: 

HA' r : 

0: 

Hllj r : 

0: 

!!l!Jr : 

0 : 

l!lijr : 

0: 

Hllj r : 

0: 

HIIJr : 

0: 

HliJ r : 

0 : 

llllj r : 

Taylor : 

llll jr: 

T: 
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And I saw Harold 1n it for the first ti~e. Gosh, he 
scered t he life out of me l 

(Laughter) 

(Laughter) WonderfUl voice , isn' t it? 

And t hose eyes I 

(Laughter) 

Gosh, when he looks at mel No wonder they - I 
I d~dn ' t even speak in the movie . I was flabergasted . 

No wonder we're l icking the bootlegging problem, eh? 

Gosb l 

(Laughter) 

And 

I s he red in the face? 

What? 

Is he red in the face? 

I don ' t hear you. 

I say , is he red in the race (Laughter) 

Well , that's - let me ask - just talk to Wayne 
again, then let me ask if that ' s agreeable to him. 

All right 

Hello 

Yes , perfectly . 

All right, Y~ell then, you and Graves work together and 
have a letter rendy a t twelve-thirty . At t welve-thirty 
the three of you sit down. 

All right. 

BKjr : If you' re 1n complete accord - the letter roes over 
at one o ' clock . 

T: Right 
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IDIJr : 

'1' : 

llllJr: 

'1' : 

BIIJr : 

T: 

l!liJr : 

T: 

fD(.' r: 

T: 

Hlljr : 

T: 

l!Ujr : 

T: 

llllJ r : 

T: 

!Cijr : 

T: 
Steven 
Gibbons : 

I!Mj r : 

G: 

llllj r : 

G: 

Hlljr: 

- 8-

I f you ' re not I 111 talk t o you a t t hree or four . 
Is everybody happy? 

Yes 

Entirely? 

Yes 

McReynolds satisfied? 

Says he is . 

He is? 

It ' s raining , other·Kise no COMplaints . 

What? 

It's raining hard, otherwise no complaints. (Laughter) 

I don ' t hear you. 

I t ' s ~aining hard. 

And that interferes with his golf? 

Yes 

I know - it ' l l be tough on him next week he 'll have to 
work again . 

Steve wants to talA to you a minute . 

All right - Well, then - tell Herman that ' s all I 
want from him now. 

O. K. 

Hello 

Hello 

How a re you? 

I •m get ting strong 

Say , a m I laughing! I ' ve been sitting with this thing 
f or two years and these boys have been trying for two 
days t o straighten out . 

Yea 
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You know, ever; rr.cketeer in the 1~orld has been in 
and tall<e'd liquor to Ely r'n•nk and I - (Laughtllr) -

Yes 

I t hink herman ' s getting - gotten twice as gray i n 
the last four days 

l'ih<> t ' s that? 

Her:nan • s Jl:Otlt>n twice r.s gr<'}' in tt.e last four d:.ys . 

Her:nan 1s gotten gray? 

Yes (Lauvhter) 

He doesn ' t sound gray . 

(Laughter) 

Sounc s full of pep to me . 

(Laughter) rlow 1s the weather? 

It 1s fairly good . 

And how is :.Irs • ~!or gen thau? 

She ' s g~tting along nicely, thank you . 

Al l right , glad to ~ear fro:n JOU . 

How are all the politicians? 

' .. ny, I think they 1 re all sa+;is fied . They - the> 1 re all 
sure t ilut we ' re going to win 1n a big way, you know , and -
so they have nothing to kick about now . 

Yes - Now on t his l i quor thing, - is everybody t ogether? 

Everybody over here , I think, and over in the State De­
partment of course 

llo, I 101etn in my room there . 

Yes , yes , everybody is top;ether tllls morning. 

All right. 

Wait a minu~e, I think Herbert wants to talk to you . 
CoodbJe . 

Goodbye. 
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Gaston: 

H!IJr: 

HEG: 

llliJr: 

HEG: 

hloljr : 

Hl10 : ' 

HllJr : 

E. 
-10-

I thought you might be interested 1n a Housing meeting 
that I attended yesterday afternoon . 

Oh, yes 

They had a half a dozen me~bers o: the House of Repre­sentatives there and 

\'/here was it held? 

I t was held over at t he National Emergency Council . 

Yes 

Ickes presided . The interest ing thing about it is that 
Peter Grimm ' s idea t hat he had gotten to a substantial 
agreement with Wagner is apparently all out the window 
because Ellenbogen announced that he and Wagner were 
going to introduce today an identical bill - it's for 
the creation of the United States Housing Authority for 
purpose of slum clearance and low cost housing, and it 
takes in the Divisi on of Housing of PWA . And it's got 
everything 1n it including the kitchen sink. That is 
it - it gives t hem t he authorit y t o make grants up to 
forty-five per cent for it has big annual 
appropriations s t arting at a hundred million. It has 
authority t o issue wholly guarant eed bonds and they can 
go up to forty-five per cent 1n grants for construction 
and they can pay subsidies after it . They can do Just 
about anything they feel like . 

Well, give the~ all a copy of Wesley Stout ' s article in 
this week ' s Saturday Evening Post. 

BEG : Yes (Laughter) 

Iruj r : 

HEO : 

Hlljr : 

IIEG : 

Hlljr : 

HEO : 

Hllj r : 

rEG : 

I can ' t worr y about that 

I don ' t think so, but I thought you might be interested 
in what ' s happening. 

v:ell, Herbert, it's hard for me over t he phone. 

Yes 

Would you drop me a line about it? 

Yes , I will. 

Yes 

Also, Alverson has asked - has telegraphed t o Ucintyre 
to get permission to circulate copies of Peter Orirlllll ' s 
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report to the President • 

. 'ell, get him to i nclude a copy of '..esley Stout r s article . 

G: Yes , all right , I' ll try to do that. 
~:- : 0 . K. 

: incoce tax firures for ~arch in toduy 
Yes 

~: The,y ' re telegraphic reports and I think we ' ll have a 
pretty complete s t ory to give out . 

'Jr : 

j •. .. 
. . • • 
.Jr : 

!' : 

• • • K. : 

. " . J • 

. " . . . 
" . • • 

. . .. 

• • 0 • 

Good by Stt.t es? 

By Stat es , yes . 
last Collec tions for ~arch and for the 

Yes , yes 

All right . 

Llr!· . Klotz 

She 1s on . 

Hello 

:'ello 

Yes 

!l!rs . Klotz 

Yes 

Do you want t.o go over that mail Ylith me? 

That I h&ve in my room? 

Please 

Yes , I will . All right . 
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,.....,.........-..cA,.....,. 
nc .cMTAAn" OP .,..n _ ........... 

My dear Kr. Secretary: 

DEPARTMENT OF STATE 

WASHINGTON 

April 3, 1936 

I refer to oonveraationa which have been in pro­

greaa for some time between officials of your Depart­

ment and of this Department in regard to Section .03 

(403] of H.R. 9185, which is now pending before the 

Senate Finance Committee. I refer in particular to 

Kr. Taylor's let ter of April 3nd, which dealt with the 

conversations on Konday and Tueeday with repreeentativee 

• of the O•n•dian distiller• and the Canadian Charge 

d ' Affairee. 

I now enclose a copy of a telegram dated April 3n4, 

t o the President 1n connection with this whole question 

and a copy of the PTeaident 1 e reply, dated April 3rd, 

which hae just been received. You will note that the 

President considers it advisable that acme form of 

temporary settlement along the linea of the telegraa 

to hia be reached, and he expreesea the hope that the 

the Honorable 
Henry MOrgenthaU, Jr., 

Secretary of the !reall\lry, 

25 
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St&te and Treasury Department• oan agree on a formula. 

He adda that if no euch foX'II\lla oan be arranged , that 

the whole matter ehould be held in abeyance until 

he returns. 

Th1e Department holds i tself in readiness to oo~er 

with officials ot your Department in a ccordance with the 

Pres ident 1 e 1nstruotione. 

I nclosures : 

To the President 
.!pril a, 1936; 

From the Pree1dent , 
.t.pril 3, 1936. 

81noerely yours , 
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L!4S 

THE PRESIDENT, 

AT SEA. 

4 . 

RESTRICT .ED . 

27 
April 2 , 1936 

In your te1egram to Mr. Phil1ips from Miami , dated 

March 23, respecting the proposed legislation to embargo 

the importation of liquor from Canada to the United 

States except on certain conditione , it was stated QUOTE 

If the companies can give some practica1 assurance that 

they will come into court , and that any judgment which 

may be obtained against them will be paid, no legisla­

tion is necessary at this time UNQUOTE. Upon this being 

communicated to Prime Minister King, be urged the com­

panies to confer here with the Treasury Department . Ac­

cording1y, last Monday the representatives of the com­

panies , along with the Canadian Charge, called at the 

Treasury to confer with Assistant Secretary Taylor and 

some of hie subordinates . Thio Department was represents• 

at the conference by Moore, Hackworth and Hickerson . 

At the outset the Charge and Mr. Ralston, of the 

Canadian group, a former member of the Canadian Cabinet 

and close friend of Llr • . King , protested against the 

legislation as a coercive measure of unprecedented 

nature 
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LMS 2- No. 4 to The President, At Sea. 
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nature and calculated to "orlc injuatice and a disturbance 

of friendly r elations. Furthel' 1t was stated by t he 

Canadi ans that the Treasury bad roano no effort to settle 

the claiMs , and negotiations in thAt di~ection "ere sug­

gested, but the suggestion "as declined by the Treasury. 

Then the Co.nadians considered their r ead iness t o give 

some such QUOTE practical aosuro.nce UNQUOTE as speci fied 

in your telegrlllll to Mr . Phillips , but said it "as obvious­

ly impossible to speak definitely on that point without 

knowing the amount of the claims, so as to know what 

might be the QUOTE practical assurance UNQUOTE in the 

way of cash deposits or bond a . 'l'bey str essed knowledge 

of the omount of the cl aims as an important and deter­

mi ni ng factor. 

I believe that you already understand the Tr easury 

poeition and so I will not undertake to recite i t in 

detail . The Treasury officials stated their indis ­

position to indicate the omount of the claims o.nd 

defended the proposed legislati on as being merel y o.ddi­

tional measures to f ac1litnte the col lection of proper 

clo.ims . Since the Canadian representatives insisted 

they could nbt discuss QUOTE practical o.ssurances 

UNQUOTE to submit to our jurisdiction until they knew 

the amount and nature of the claims and the Treasury 

Department 
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LMS 3-l~o . 4 to The President • At Sea. 

Department was not in the posl t ! on to indicate the 

amounts or the claims, the conferences were devoid or 

results in the matter of definin& ~··oTE practical 

assurances UNQUOTE. 

29 

The representatives of the State Department repeat­

edly urged the Canadians to do their utmost to meet the 

President ' s proposals . Before leaving Wasnington Tues­

day night the representatives of the Canadian companies 

made substantially the following proposals and comments: 

( 1) The Treasury Depactment would agrae to 
drop the entire embargo section for QUOTE a month 
or si:x weeks at least U~lQUOT:>, and if at all pos­
sible until ne:xt January , wi t h the understanding 
that if after full and frank negotiations they could 
no& obtain satisfactory settlements or commitments 
from the Canadian companies the legislation be then 
enacted . 

(2) The Canadian distillers would give com­
mitments not to increase their e:xports of whiskey 
to the United States over the present volume, mak­
ine some allowance for normal increase !n business. 
Thus , by ne:xt Janubry, only 10 to 20 per cent of 
the present stocks of whiskey would be sold and 
there would thus bo an ample quanti~Y of whiskey 
against which the Treasury Department could procee~ 
if necessary . 

(3) The Canadi an distillers would give com­
mitments not to dispose or their stocks of American 
type whiskey elaewhero. 

(4) The individual companies would give com­
mitments to QUOTE sit down with Treasury officials 
and discuss th~ nature and quantum of the claims 
alleged to e:xist with a view to reaching some solu­
tion U11Q.UOTE . (We understand this proposal to moan 

(a) reaching 
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(a) reachi ng an ami cable settlement out of court 
or, fa l l i ng this , (b ) discussing terms , condi tions 
and practical measures in res?ect to their submit­
ting to our j urisdiction and ~rotecting the United 
States against losses on j 1.:dt)lnc~t!! ·1!1ich might be 
obtained ~ ) 

30 

(5) They said that , if the legislation is 
enacted, the ~nount of security which the companies 
would be required to provide would make it impos ­
sible for them to e xport the liquor and hence to 
submi t to the jurisdicti on of the court s; that on 
the sixteen million gallons intended for export to 
the United States , this Government would lose forty 
million dollars in import duties , not to mention 
losses on excise taxes , 

The Charge d'Affaires said that the Canadian Gov­

er nment is prepared to use its good offices insofar as 

possible to insure compl iance on the part of its na­

tionals with these proposals and to do everything it 

can to facilitate further conferences . Mr . Wrong stated 

in effect that if after trying the above-mentioned pro­

cedure the Treas ury Department should finally become con· 

v1nced that the proposed legisla tion is required, he 

felt certain tha t his Government, while objecting to the 

principles of the legislation , could not interpose ser­

ious objection to its enactment ln view of the efforts 

whi ch would have been made i n response to its urgent 

representations to sett le the matter without such leg-

l slation . 

The Treasury Department has informed me this after-

noon that it considers the procedure suggested by the 

Canadi ans 
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Co.nadi o.ns as unsatisfactory and that accordingly it will 

reques t the Senate Finance Canr1l.t teo to proceed with its 

consideration of the embargo lecislo.tion. 

With o.ll deference to tho vio·,,s of the Treasury 

Department i n this matter, it would seem to me that the 

above-mentioned proposals offer a sufficiently feasible 

plan for solving t he matters or dif ference as to call 

for further consideration . Rightly or wrongly, the 

Canadian Government reels that we are proposing to act 

in a n arbitrary o.nd unfair manner and they will feel 

hurt if their earnest represen to.tions have been wholly 

i neffectual . 

The Cano.dian Charge d ' Affaires has again requested 

that the proposed legislat ion, in any event , be held 

up until your return to Washington, in order that he 

may have an opportunity, in accordance with an instruc ­

tion from tho Canadian Primo Minister, to present the 

vieYIS of his Government persono.lly to you . 

Will you please adviSe 1,1e o!: your attitude towards 

this request , in order tho.t I mny inform the Canadian 

Gover rune n t . 

U WP/AB 

HULL 
(WP) 
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RESTRICTED. 

At Sea 

Apr11 :S, 1936 

1 :05 p . m. 

FOR SECRETARY OF STATE PROM' '.IHE PRESIDENT . 

Suggest you give Morgenthau personally the gi st 

of what you sent me . Tell him from me that some form 

or temporary settlement similar to your suggestion 

seems advisable and that I hope State and Treasury can 

agree on a formula . If no such formula can be arranged 

ask Treasury and Senate COI!Lai ttroe to hold things in 

abeyance until I cret back . Wo are having fine trip . 

Best regards . 

32 
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UVBNUE ! Cl', 1936 

ftDI.I.T,~ 3.1-

Houuor lbPua><r•........, 
CoXKD"'U ox WAr s AJrfo &h.utt~o. 

w .,A;..go~,.., IJ. o. 
The CJutll•.u •. The committee will come to order. '!'be Hnrt 

wit rtftll on the calt.ndar this morning is Mr. 1'. W. 'l'nlinferru1 of 
Detroit., Mich. 

Will ~u Ute your name to the reporter, your midenL-e, 1u1d rhe 
.. pacily ln wbieh you appeort 

ft.U'UD'i 07 TJIO:a&a W. T.Al.lAnlUlO, DETIOIT, XICB., Plli81· 
DlliiT, IUXJ(OJill ftODIBll .t CO., DETIOIT, XICJL 

Jlr. TAU.U'IDO. My.- is Tbomas W. Taliaftm>1 from Detroit., 
and ~p.....,ting B&mmond Standish cl Co., of Detroot. pecl<trw. 

I mordy waot to llaLe t.b6 coodilioo that Hammond St.ondi·h I. 
Co. is in. i'U., I willj!ivo,.oa a h~ of U.. busio-

We lltarted ill 1~78 ,._,..ago. The busi.,_ bu ~n "'""' or 
-...J',~~llo.. . f d-•· c_ I d . vnunan y, In tam• o ~me, w~ uavo O$t> aome tnonfl7t an 1D 
timee of adnneiJll priOfll we have made money, which ia tl1e history 
of tho packing buiin-

Wo tiavo betw~n live and six bun~ employ-. Our bu.in..., 
is larg\lly devoted 10 pork1!:"d we rely almostexclnsiv•ly ou livootook 
produced in Michigan. w e do gel some msm northern Ohio and 
from northern lnthant.. 

But we are t.be otdy pecl<o.., in Detroit th•t aro wol'king lodoy 
and have ptseed throuJlh all the vicissitudes that. U1t! packiug buill • 
..,.. h .. .,._t t.hrougll. 

Other pa.cl<ero. rucf> as t.be Sullivao Co .. ha•·e el.-1 "I'· Anrl 
tbe Pa.rftr A W'~ Co. has bet.n eold to ao out.aitle inl~ret;l, 11he 
DevolL Pocl<ing Co. is now in t.he bonds of the Oo•·•nunent. 

Wa have ~ trOdo t.bat. io atmoa onlirolrlocal. We bove had quite 
an u:port Indo bocallli6 of the Mi<:higan bogo being .,.l.,...."'lly 
adapled for EojJiiah ol810\, bu• because of the quota and oth•r ...,. 
at:rietion. imi)CIIIid b1 the British ~r:DIIleOt ·~ are ~n•i~lr ouL 
of t.bat O<otleL 

W& haT"e bad in prn·ioM years ann !1.1i.dat1~ lredt m C.nada 
for OU<b prodo>cta u ,...,.. - eooily salable t....Uy in Dotroot. But 
t.lu.t. hu been cuL off bocauao of the tariff. 

So we ,.,.. DOW conlinod 10 the 10<11.1 trade. and pork i• about. 80 
pereont of our bali-. We han 80!1l•little buaio- in btef, lomb, 
and cal..., but Ill• main itoln is pork. 
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'l'hf' U'C bas L(-'4'11 1111 insunnouul.uhle Jlropo&ition to Ill be<:tuS(\. or 
wmt>fting ultat& ami other rompet1n~ produeta. and Lhe. people h1u·., 
turn~l co l.ho6e ~lNitutN, _and that. has cut down our Yolun't f'lf 
btl .. li'W'"' and made- u imposstblt' for u• to market. OW" IU'odue!':t& on 1 
pf"ftfiuMr basi"- 1 Our C'fntCtm ba!l Jt ... t money nr)' hNv1Jy santt t WI A. A. A. laJ: 
w;u• im 10-i'"<i. It added so nu.H:b tu om· ovea-head n11d "xpenRI.' of doin~t J,_1s;iuff~Pt. We fi(.'ul"'(!(l thnt. (till' 0\'N·hud ftnd, 1111 othf'r l'X 
pt'IJ'o(_"" ""ere in tht" U('igt;\)Orb~ Of $2.60 per hosr, lakang aJI d('Jla.rt 
mtnlli C<*ethtr. Tllf' ta.x nuSf'fl t.Jml to about $7.GO J>fr hOJ.!. •h~t:h 
•• an im~bl~t ot ... cac:M for U:!: to O\ tm:>ane. . Wf' ban ahrayw flU(lf'fi aU ~ toold for rooat _on a i~ndly tun· 
JX"Uti\'f' b».'-is. bul ""could oot atlva~ ou~ selhng tlrtc."H to ro,,, 
elu• ailditional ex1>rn'""' that was 1ultlt'C'l for dom~ bu111111('~ 

' l1u' biJ! packel't!l .,r the ntttion~l 1m~·kers we may c:111l them • . wcr!'l 
clilTt•r.•ntly ~it.uatNf from us in tl1e. fa~1. thn~ they b9d itO muny d10'cr~ 
tut arlidt.., lhal tht\" rould dra•• thear profits from. ,,ey had bttl, 
lamb. eel~es. hidf"tt. &nd many byprodutts, poultry anti fJ!'~ and iUth 

r.
rocluf'ta a!i! nrP fl,onblv_ tb~;hl of by the coo-.un\tr ~Ullfo_tw ad IX'f'n f'Clu<'lt.ed to the lii:.,rb J)fJ~ of poC'Jrk. and had h~d 1t. 110 tnt· 

pl"llfltill'tl on hi:!! mind thilt,he naturally Hhow~ •n anti,::OIHSUllO 1.ork. 
and II(• \\'OUid buy IUI\'IIHn~ (lh:it\ but. l)Ork. 

Our JH"f~e luc:Ui ttr€' till prn$babl~, and we pay cash fo1· e\'erything wt buy. W• !j(l_IJ e,.t_,•tbin!r for cash. to far u we cau, and that t&kt!J a 
lot. of rnonty. 

Our farmtn in lfid1i~ .. n, ha'l"t' ~cen into lhf' habit of brinKinK 
utl thtir iit«k dif"fCt, ._,a mattn of ft'Of\Omy to th~m1 and ,.,·itllou\ 
tJ1~ 1•adrin,:r hntw 111 Detroit. it woulil ~ a n!-ry gr'elill. hard.shi)) to 
thtl farnlt~ in tha~ fiN•t ion of tht' C(ullltry if we wt'ro uot there. ·riley 
wc)ulil hn,•t w iifll thtir liveslcx:k a•t df.l'ltnnt poin~, nnd thftt " 'Oil hi 
add much to their uptusoe alad mueh to tbe.ir di!lt'Omfort. 

"'" havt had mo.wy NlOOgh nt all tin.w to nm our busi.ntss u it 
il o~niz.ed~ \Ve han to tarry a ee·rtain amount of pl"''ductJii front the snoducing I!IIN..M:Hl to the oonsuming tttason, which is u.wally from 
4 w 0 rnontbs. Thai product t.tk'" rnone,r to carry it. 

\Va hne, al nlltime'if, been able lo ft'(."() m the time of light noceipt8, 
but in chis i•~t1ucce w~ w11re not obla to do that bettulse us soon as we 
got in $110.000 or $100,000. the OovemmNit came and took i~ aw11y 
from us. So we had no monev to opt rate on. and it r-'1t. our protlur­tioo down~ nmC'b that we could not. operate in a uti.dartory manntr. 
or in anY m.amltr that would t:nable us to Ol'tr't'O'f'M the bandic:aP" 
of the- l)~in~t tax, whiclt1 in theory, might be "II right, buc 111 
pra~ti~ it is R~lutflly wrong, becauPl) you connot. forct\ a. man to buy 111 pnKiuct. unle.M he hns tJu! money 11nd tl1e will to do so. 

:-tc:, ~·-..·wen:- up •Jtlllll"1. the a.ntagonU.m o( che t"4'm~u •Her as tu thi" 
advan•oe in lbe 1)rud!.K"'U. and •·ec we_~ foft'ed to eell onr nlf'ats aln~l 
lltltnf'lhattly UJJOn ~lau~tht•rinsr. 

\\'t~ tlb ~>nory11uu" that «::nlf'!' t o 111 in the ••Y of lil"f6fodt. " 1
f' 

f!n-.11'1(" fant)fr-. a rnarkel for their lh.~.ock. but. ·"e ha'~ no ma""N. l~h 111 i .. ~•renwd IJ,\· llu~ wiU o( L1 1~ huyt-rs and the cnrnpotition !rout 
tlt(l •mtJOitl('. We ('IIIHIUC ()l'(l(luce our pl"(((luc:ts in OOiflllelitioo ir W(l, 
ll~n~ In po far ""'•·' ' ff!r our raw maHl'rhll. Th~ freight rat~ •~ WI lHfth thut • J>tu·k••r frmn the .Mi<hlle- \Vst ean whip 1-ls product• to 

) ( 

) ( 

J 

UV&.HOit AO'r, lUI 

l)etroi~ at th<> """'" price IJ! wo would P•.r i I we ww~ through tho West. and bought th& h"'!"> ucept that w& would hue bad a 8(). 
peretnt 1-, bo<-allli&_we poy lor lh< weif!h• of the li.--1< and 1>6 
P")'1i on tb• d.......! li•·<"'lock; and there 11 about a 3G-ptr«nt ditr ... -enoe, which mllkN it imJ)()INIIble for us to buy lh·etrtock to •he 'Vest 
11nd compl'te wirh 1h~ wbo ar& .!ihipping d~l meftt. w Detroit. 

Tho C n .A.JII.W:MI'. l£ow ctic.l thC-Ili'OCessing tax change thnt 11hua~tion f 
You had. that same eomJltti.tic,n, did y~ not, before tho J)~in~ 
t..x was nnJ>OIJed t The f~lfl'~U. rate d1d not rhange what. you paid for getting your linstock in tbtre. 

Mr. TAUA.rCUO. .!\o. 
The CtwutAN. I c.nnot. ilt'e- ..-by you diet not ha,·e lhat ,..me 

competition in that sanw "ay bdore the pi'OC.'CI!I!iing tax waa imJKlliltd. Mr. '1'ALIA1't'.IIJIO. We. had a. local production wh.ieh was 11lmost 
illiminated when otLr J)if,~ and breeding stock we.re killod ofl at the 
initiation or the act. That. a·tduced our loc•t receipt& eo much tb&t. 
it would lo""' ••• to 1,'0 out and buy this livfl'toek, with U•e ha ndi· 
e~.p I have nltntiooecl 

In odd ilion 1<> thai th•re ,.. .. the uptl\liO ol doing bwri,.. whitb 
wu increuxl 10 much. 

•n,e CuAIKNA~. That. ~ms to ha,·e boen mora on aooount. of the clroughL Lhan anything elae, was it. notf 
Mr. TAU.n.JtRO. That ,..,.u.f was the deciding !actor. 
The C u.AIOMAN. I would thml< so. 
Mr. T.u.u.rzuo. U lh• A- A. A. bad been <arried through withou~ the drougb~ 1 think i~ would have bom ol .-.ry mueh more help 

1<> the farm••· But the drought wu roopouoiblo. 
A ma.o r•ii!Cll! his hogs only to use up hi.o corn. He nl ... his 

hogs first, and then ho raise• tho com t.o food them. B e ,..1,.. his c..'Orn for feeding his hogs. 
Mr. REm. Let me see ii l understAnd tbiJ co......tly. I undt.r-

81ood you to aay Y!"' bonRf>~ 10nl6 bogs I rom Miehiga:o, and _,. 
from northt.m lndtanL 

Mr. TAu•naao. And 110u~t from Ohio. 
~lr. R£1'.1). So iii not th~ que"'ion of tJu~ pi"'CWeMJing tu involved in your local markc.t.; that is, wl1cn the pt'OCM8ing tu and tho drought 

came on your tiUJ)ply was mor~ or 14.'68 limitt'<l. 
Mr. T • ........,..,. Y es. 
Mr. Ra::o. n~n you had tfi ft:_O furtht<r ••t-1. and paY a lu_-ber 

<06t than you paid Wo,.. for the bogs: U. that right! • 
Mr. TAUAraao. nlll js ri~:ht. 
Mr. Rm:o. 'J'ben you ~ the c·om\>etitiou of t!'~ betr, ! ho uwnon. Che cahes, the I·IC)ultry and Clo(.J{S M11( other ' '*')ltlltutes, w1th tho con~ 

lnuners' solt"8 1~istnnce to \'Our produel!t th11t you want to "K•ll to them; is that right.1 ' 
~rr. TAUAFIOIIIO. That i• quilt right. That io ptrfeell~· d~r; you 

undtl'5tand lht liluation. 
:Yr. Ru:o. J think you au•dt a wonderfully fint statetntnl. 
~fr. TAUAf'Y.JIJtO. I tha11k you1 :\tr. ltl"t"'t. 1 unl.'• w•ntffi lo t('ll you that, 
r.rr. Rr.t:u. J tLAAurne tim~ tlto point. you wantf\d to umkc m~rore the 

commitWe wu that, aerording to the wa;r you hand1a your business, 
you ha>-, 1<> lllf your undiltr1buted eanuogs; you n«d roady caab. 

Regraded Unclassified 



386 
\Jr. l~At.Un:ll¥0. That is ...-h.at we ha,·t &0 ha\f'; that i.t a pert of 

th··ltt~l ....... 
)lr Rtm. That b «"bat ,-ou t&mt here for. and YOu want to ha\·e 

t.M (''ll)rtumUH br ltnitnt whfn it comes to the qutt-Ciun o f a turplu 
Mr. T.u.JA~ J (ft'(linh~ d6. 
'''· J.,MM:C.. Did ~·ou mi:ke any nlOotv in 19331 
Mr. ' l'u.IAt"r.;;I::II. S"o: sir. • 
Mr. LAMM~Il:. Ho•· aboni 1934 f 
Mr. TAI.IAruno. I 1oe;t money in both ytart, amd in 19:\a;, n .ry 

h•••oly. 
Mr . ••• unncx. llow lar~ro I .U llflJOUHL or taxes Wtre due IO th(' 

Govrrnrnl'nt wht'll the A. A. A. went out. of bulfincssf 
Mr. 1 'AIJAPt:lut4), 1 lm,•e tluat here. I tbonJthl t~rhn r~ you might 

uk 1h111 que:-~t ion. ShRll T ~o,rin~- it to you in e1ach venrf 
Mr. I .,<MNI'.CK •• Just u you plllJISe. ' 
Me·. 1\u.u,-r,noo. In 1003 the tux wns $16.703.02: 111 11l34 the latx 

Wit $63011148.~)). Jn 1030 t he hl-:t \\'ftS $.'i7tl,1143.66. ' ('fu•re W&lt 1111 
atM,,,d ... ~meut lt,::!ltinst us which we goC no c•r<•d)t fur uf ~,25t;.l6. 

11ult m"k" a l<~ol or $1~2.G40.00. 
\\'• p•i•l in 103~. $JS6.~0U)7. 
Mr. 1.\M~[('K, To the Govennue.nt t 
Mr. 'I'ALIAnKtrM. TC\ l}wo Go\'t"ntm~ot. iliJ(I thai look our worki~ 

npllal. 
Th., Jlfi. bllant'f of the t1x tbal w-~ not paid b\· u~ wu $879 6M.OO. 
Mr. J ... ,,.~'"ttK . A .... 1 undtl1!1antl it TOU owtd thi!l amount of ~1oneoy 

~O~t'i:J3. • . I 

\lr. TAI.IAn:II'IIO.. Yfl\. 
.Mr. 1A l!4 );KK • .-_\t the tlm~ the- SuJ)I'C'IllC' Court knorked out the 

A. •\ .\ .I 
.Mr. 1 ' AIJAI'lltlll0. Yes, trir. 
Mr. J •• ucNf.CX, And lb&I'UM)H \'()U could nut. pay th1ll '11'1~ bec1use 

~CJU •~"n' 1101 •bit< to hand down ,),e p1'0C.~ing ux to the t.'Oil5luner· 
u1 t httt ris.thl 1 , 

I 
Mr.

1 
' l~• • ·.' •"'tltRO. YPa, Fir. If we could lua\'e clone thnt we woulcl 

I&\'C' x~n 111 ti l<' Mlnll t.·<uulilion in 1036 n!Q: in JVU3. 
~1h·. l ~w~r.t·K. Wllltt. would happe.n ir we ~l u.1u ld pM~ this bill 

Ali< 11 11t 10rtY.f II tax of 90 Jlert:e.nt Ja~liu~;t y1111r cout'el'n ou 1his 
llllOllllt or $870,()(101 . Could yon flll\' itf 

b 
\~r. •rAI I AfrJU~I. \\'(' WOUld Cl~ 'up ftUil Jiquidll.lt' IUhl "0 Otll or 

""'llll"ti& ~ 
~11r. ~~rCueutACK. Did you make an'' mOIU'\' in tO:t.l t 
r r. I AI!·'"JI:RO. In 1M2-no. • • 
Mr. ~fc((•XA<'"K. pid you roakf' luv in 1031 I 
~lr r ,u.J \t'UIIO. ~0. -
lr. \tc<"f«MACK. Did ,.oo makf' arw in 193() I 

Mr. T.u • .uu..a10.. In 1930 1 • .._ 
111u('h. • as rfnWDl~r. •·e ma,lf~ ~~toCUUt. but not 

llr. lit('""""""· In 1029! 
\l r, T,u .... -.:no. Yes· 1 - •--11 11 1 . • w-e m.a• co mone,· ahnObt 4'\·(lr!' ,·ear tXC'fJ>l 

.. rn.· •l' 1 ~'>J)~on "tarttd d · · • -:. • a J•tkf'r al•a~·" IOM."S .'an prev•?U.s to tht' d~p..,....1nn. benn~ 
'"'Y """'"' tJN.Iint- • mo~y Of! I declyn.n~ mlr~f"'t Dut. Wt' ha!l I 
tohn~ 

11 
hy u~t. 111 ,, U~hou -«h1ch lll'<.'(";b..o;.ltat<"Cl a lo-.s bPm:;: 

) ( 

) ( 

387 

Mr. Mc(•,..,..\t'"ll. In <A~r wonls, vou had to tquahxe: your J)ri''t 
t.,·tl!!'!!" down •harply when tho .OOnomie ~ 11 dlolurbod I 

Mr. T .,,..nJUIO. 11•• first lhiog that is aJfecl<d U>llally, in "" 
·~or dtdu ..... indllitl'y, or~ iu buorn-, .. "'• r>adung .,.._ 

Mr. Mceo.)IAC:K.. Jn any nf"nl, there would be •~bar~, tlo•n-·ard 
IDO''t'tntnt of th~ price l~nlt 

:\lr. TAUA.rr.MO.. l'ea; and t.Mt. is what. mad& the djfmwoe in our 
ean1i ngs. 

Mr. 1-fQ{)oRJuCK . Of OOUI'9e:1 whe:n tbe decline came, you had to 
mark of clto btock you had on hand and lO take your ) (1(18(W. 

Mr. TALIAt't.MIIC).. "\Ve ROM the producc:a wu had1 wiiJ1 the eoxce1Hinn 
o·f what w (l UR'tl w pay the floor taL 

Mr . .Mo<.:onwACK. Coultl you tell me wh1t IOS64.'.f!l yrna &lU.'Itained in 
19301 

Mr. 'J'Ar.rArY.MMO. No; I do not. re.rnrun..ber now. 
l lr. M t.oCOH,J.t Al'K , "'ill you send tlu~ comtnittee, (or the l'fOOrd, a 

statf' tnent. 1\howing the fln1ncial condition of your corpor11tion at the 
end of IO'lO~ lllld from tluu. tim& to 1935, inclusiw-e1 

Mr. T.AUArtN·RO. Wt- had working capital enou~h t.o tsrty tho 
busineM alon~ and wen- able to boriow when Wf' o~ltd i~ to aup.. 
plt.n:H"nt. 1 bat workinP: capital. 

Mr. Mc....Co•uu.( K. Um lhll dOH. not interfe~ with determining 
your ,.ututory nt-t lnt'Omf' t 

Mr. T ,.U.JAt'1'.11.MO. No.. 
Mr. )Jc(;oouuc• . Wheth<T it is a profit or a,.,... 
Mr. T.u.uraJtO,. ~o; that does noc. bal""e a.n\'thinp:: lo do witJ1 the 

ntl utt"OIIW'. but. il hafi 11 ,·ery m•terial bearinfi on wbd~r we eou.ld 
bom•w 1noney. 

Mr. )h:('ct.,J.I,\C K. nut lheo l'(lturn!i of your 00'1Ji01"1.tion 'III'Ould ,Ove 
an idee u IH thf' tn-ml. Did you lose- more mouey in 1939 tha.n in 
1911/H 

Mr. TAt.tAt'r.HHO. Nn; Wti lost more monty in 1985 than we ha•e lOll 
in any year in th<· hi"lory of the bus.ine-1"'&. 

Mr. ~lcCotu.t M'K. IR you1· company a going com)mny no••f 
~lr. ' I'AI.IAVEitJCO. ()111· OOtnJ>Any, t;tlloo wa lla.ve uot had to pay tl'ait 

lax, l11 a ~oinJ[ Ltlli"ine:"" now. 
Mr. M cCoK,.ACK. Arc you in proooss of reorgn.t!izttion1 
hlr. TALLAI'r.Juto. No. \Ve we.,., on account. of the Uovtrnment. 

tax ; but wht'll the Om•f'rnnH.~Ill tax was dff:IP~d im·•lid. •·r- did not. 
have " Jluin,: ~~~rJHlntliou. 11tconofore. we- tlid not n~l any rt'flrgani· 
ution. 

Mr. Mc<'oetwAt'k. Your rompenv hu not invoktod the provit:iont 
or -ion 17- ll. "•• it f " 

iUr. TAL&.\I"D..II().. " -," .,..,.,.. .. bu.L not oow. 
Mr. M ('('oa)tAC'"K. You a))fan ,·ou werecontt.mplating itt 
'1r. ,.AU ,,.,.ao, So;_.., .. ~ni unc:kor 7i-B. 
ltr. Mc.:(•ueliAC""K. Ytm haw• reorf!ani7.l'll itt 
Mr. '"I'AU.AI'T.IIIN. Ye .... ; W"ith the intention to reorganize., wbit:h we 

would ban lctf'mpu~l to do. 
Ur. McC<IoM" • · Did you iu,·okr the provi.OOIUI ol -ion 77- 0 I 

Ha.s JOUr ClOfiJOtlllion bee.n in coun.. under the provil.ioM of .eetion 
77-B! 
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Mr. 1'AUAP'l:KIO. Yes. 
ll r. llr('oo .. ...-•• When did yoo llO in th•"'l 
.\lr. Tu~urull6. In January of 1935. 
~I r. \l<('f~~t..w u:·K. Thtn you ha,·e bi>f.n r.or~rani•l 1 Are yoa 

o.t itt .. uhjtw1 to tiM> j_uri:-dirtion of tM rourc t 
ll r. 1 AurrJIIIO. Xo: not now. 
llr • .\f<'("c lOt .tot'~ In oll~r w-oN, wbt·n til~ su,Jf'('UI(' Court dfr('i ... 

J~wn ~·u hanclf'tl do•·n \'Ou did not rootinua tbf- l"tt'l."'ttnintionf 
.\lr. 1'Aumuto. ~t~; ia n'f>I"J!''niz.ation \Ut( not U('('("".·,.uy clttl-. 
.Mr. ,\ff'('(•Ut \C'"K. Jn otJ1er "·ords. your ()Q!Jition t. thit you hlv-6 obonrhod lhr lax I 
.Mr. tr ,uJI.,lUIO. W.- han• absorbed lhl! grt•uter Jlt&rt o( it; l will 

not ,.,.y ''<' lui\··· 411-,..orht'd nil o( it. lH"<'IUM\ l tlo ut•1 know, '"hi no 
Ollt' cnn flhltf\, Bur [ do know, frotu the l't"toldh~ n( lit(' hu~iUc"'~ lhiL 
tltc• W'Ntlc•r pnt·l. Jr unt nil, ur 1hn1 tpx WtHiub-..u·LJip,l hy u"'. ' 

Me•. ~l•('ouur-K. Pel'stnuLlly. I ''otcd ~t~~iu1:1~ tlw pl"ff(·~ins: ru, 
hut d4~ ''UII IIA'rf'<' tb.at JIU)' of tb~ ('OIUJ>IUII('!ro( who COJI(lCtt'd I he tu 
t•.hould )~ JH'1'111iltNI 10 ~loin it, where they l}l~.'d it on f I( any 
('()mJ•Imy fHIIid rhf' t1x uurl J>M!Se<i it. on. du vou think it should be 
pt"rminod w n•cain il t • 

Mr. T.u rAnaao. J am not a jud~; ( am only looking aftt'r RlJ' 
own tfl'airr. I am not here in tbe interest of anybody tl'"f>, or 10 
Malee any itacvn~m--

Mr. ~rC'("()It,.A(""IIt, My question w-a. .. not addrtiW'd to \-our J>aMi('tdar 
company1 but to tiM'" rntire subjec:t. .. 

A~~~poufiun,~ thlttoomto rompanies who h•,·e IMid the 11:c hau!l piMfr!CI ilon-
Mr. T.-t t-\rt:ao. ;\R-umin,r: that they h•n~t 
\fr. ~f{'('(~W \( K. y..._: ancl lh~t thfy b.,.t' rtt"in~1 the monfty in 

thf'tr 1w.:- ....,,,on: rb~t ~~~(OJ b:ave n oow. J)o you t hank I hey should be J)t•nmltf(l ro n>tam 1t f 
A~o_·ttlnlnf rhac H.u~ fatots ue all e:;:lab~IH"<I, that thf\y fuwe paid 

tJ1~ hi'C" 1111c 1~1 11 on. nnd now ba,•e it in thtir r~ion, do you 
lfuuk thry .~<hc)ttld be ptrmiUed to retain it f 

,\1r. 'f"""."'~'fldN). M~t,\' T .n~k you til fJUt!'i'tionf 
.Mr. o.: lc.:(ON.)fM'K. _('(•rlnrnlv; J du uot know thnt I NIH it ntHver it. 
\ Jr. 'I'H·M~I'Iti!O •• 'Vm1Jd yi1u thi1lk tbut. if thP lf'l,'( wn~t iUf\gol tbo Oov ... ·mw·m lA NUttiNILo itt 

~.Airw~~~·('O~.aA~K, .rr we C.'Ould Cfi!Ce itt(} tbfl f.."411l~ll!lll'l~ thlll would 
1 r 1 

t-1111!. hut !t \\nuld II(" very dtflicult to ee<-•cnnpllto!h dl1tt. Out if 
I ror,•l(l"!'hOn j)lld lhf' ln..'t. then you are .... kin"' me thf• qu('o.tiOO anJ 

WI I f!l\'('1 you rny an,.,,...er. [f the corpomliorl p•i•l th111t tax' and 
l"'t -~1 1~ on co t~. rotl'Umeng and rollf'Cted it and now thf'v han it I •f'Y' oughc. co pav 11. - ' 
tf~'!:i r\IHrJ'k- ) ( ,h_,.. Jaw lllldtl'r w-bich lftf'y rollfetf'ld tht taX WP 

h \lr \f('('h'fla),f \("K. IM. .me uk you this QUC"8tion: I r \'C)U ha\~ paid 1 
Ia,. 1 t·n ,....,., ha'--e .m t:aro sold good_~ to 801:1lf!Ofl~ tl'"fl and \'00 

ba•• t<~l«ttd that tu; tf you han oot paid I he las but •·ou -.....:. it 
nn en l"()ttH"f)lko f'l~ and -· no h h . ~ ~ wh, ..h • - .•:- w •'"e t at tax m ~·our ~n. 
bot!. ••w~~~~J~!..":,!.idJ:'tttd lO M.ain it! You ti.,. roll!'ding ol 

~fr, ·rAw u•t~ll(). \Vho is entitled to it f 
eo~~(~~(l:~~~~tC!rtainly you are not. ~u1iLJ(\cJ 10 it it you h•,·e 

) ( 

) ( 

) 
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Mr. T.u..a41'Y..UO. \Vho b ~ntitled lO it.1 '!'be Oo,-emnW'nt l4 noc. 
Mr. M(('c~A( " · 'l'b6 C.u\'~ntment b IOOr'f tntult'd to i& u 1gaanst 

,·ou. ir it ba .. bf.tn ~ on to the eol'l.FUUW'r. whf'n you t"annot 
i,..~ al co I be t~Jfl .. uu:.er. 

)fr. '1'41J-'f':.au. If any J>an o! the tax 'Ka& paMit"~l tu thto C'Oft· 
"'lllllt"f 

Mr. Me(_·, .. ., .\t K • .-n.e fi:late ~f )VUr mj1uJ uuglu atToc-t my J>OW· 
t•on • lvr. If lUU hn·e "01 P*'•d tlJ.e 14U and rou h•n• rollt~e•u-d h. 
anc! you no~· )la,·e ic. in your ~ion, ~to' you ('laun you aro 
NttitfNILo rt'tflln tln•l htxt 

Mr. T.u.IArt.uuo. \\'rii--
M.r. )(<lC'o•c~•AOK, You cnn an,.,-wer that. \'M 01· no. 
Mr. TAi rl i\t"t:Uit(l. r would p refer not. t.o' Ull$Wt'l' it, hut l( you in· 

Ki-&1. on aau flu ~o;W{'I'1 1 woulcl sa•,r t lu't tho pncker i" l'nlitll...-1 to che hx. 
:\Jr. I\Jc{'t,lf\l j' CK. 'l'hi\u I dls.agree wiLh you. 
M ,., ('c.l(.)t•JUt, I UlhhWl!lOOd you to J'lnte t hnt h1 ,\"tJur l'n~ you did rlOt. 

11a~ eht• tux ou. 
Mr. 'l'~o1.1 "'l:JUtO, Yl'S. 
Mr. Co01•m. You underiitaod tht scggesticn h~re would n~lt 1 ffec:t. 

)OO at all then, do rou not, ir that is truel 
Mr. T ALJ.An:RMO. V .ou mean chis Jaw1 
Mr. Coon:a. Y ... 
Mr. TAUARiliiiO. Jlow au you v·rn"- that I d1d_, or ho• ran I 

pro•·• that I did not! 
Mr. Coornt. ntat itt all rijthl, bu~ if the fart itt that VOOJ did not 

pus ic. on, you undf'Nilland this sugges1ioo woukl DOL e'trtd. you at 
all. do yoo not! 

Mr. TAt..IArY.JtiO. How tan you d.et~ine thatf 
.Mr. Coo1•t:a. That it a malte.r that will ha,·e to be dtttnninOO. 
Mr. 'fAMAYt:Juto. You t:annot un!'Cn.mble that and r,ie:k ouc your 

egg. 
Mr. Coot•ra. But i( it. can be deJermined, OIC tttx would not bo 

c'OIIected. 
Mr. '1\\LI,,muto. or 00111~, that j_s something l 1111 UCJt here to 

d4\eitle. 
Mr. COOI'I)N:, 1 jusl W4tnt to be sure you Wldl'I'Stontl-­
i\f r. TAt.JA,•mno. I understand it perfectly. 
Mr. Cooi'IUL 'rh•t. if you did not. f'Hl58 the lox nu, elm "'IIJI',:te@tion 

here would not 1dfN"t you 11t all. 
Mr. T.\I.IMURO. NO. 
Mr. Fuu~r.a.. Mr. 'Yitnesa. do you mean to tM.y that the Oo'·~rn­

n .. m ranuot It'll whNhtr or not you paa. 1hat tax on to dw- ron· 
sun~r1 

Mr. T\l.IAFI'JUIO. No ; and no on~ in tbj .. God"., w-orld nn ttll that. 
lfr. f'trt.U:K. You are a pa~k~Pr. 
Mr. T .u.urtJUIII\ YHL 
Mr. J.~cu.r..a. \Vhom do you !~~ell T'Olar JUodiK't tot 
llr, T~u.l .\rt:aau. If I was one 'or our CatlJZl"f'M!."lUt 11 I •·uultl be 

•blo to ,.n. 
ltr. 1-.. cu..t:.. You me•u rou would be able to do tt1 
l l r. •rAuArt:ltRO, T woul<l want to know who did it. 
Mr. Fut..wll. You -y you colle-cted the p~ing tax I 'rH "'horn 

tlo you 1!1'111 

-
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\Jr. ·r.u ,rn...,. \\11orn tlo we sell tof 
\tr. Fru.c.a. \"f'l>. 
\lr. T\I.I.AFr.aJIO. n·e tatll to dealers. . 
\lr. f'o u.r.a. .\II ri~lu. Do you not k.,.J> boob, Oli>o,.mg what you 

Jl, an•l abo l'hO'Ifing 1he prace (or wh1t-b ~oo Mil tl) <'Ofbl1r0frs 

••·1 '1' .. 1''"'1 
L. 1 1 r 1 \(r r\1.1\rr.J!Ut),. To Cht ('()tlSWU~r. no; but to In~ ( tli 1.\r ( o. 

\tr: ...-·, IJ"'ll· .\II rip;h1. Y~1 Man tell wh(•ther or uot ~'(HI adrlf() 
011 tht ~.) IM"n"t'nt, ur w~latever u ... ·u. 

Mr. TA~t.\rt·•ntO. T d1d not do 1t.. • • • , 
Mr Fn 1.ur. Hut ~"~Uill>o~ ynur boob 8how ttu11t :mu •.hcl. 1t. I ht 

bnuk111 tJ1nt \fOil k~'r> woulll l'>lluw wht'tl1('r o.- DOt you •hd H, would 
tht•y not f ' ' 

Mr. 'l'M IAYLIIMO. Tha'_\' <·•~ultl not tc:ll whNll(•r· l tlhl or clicl not. 
only flu•oujth infei'C'Ilc~. . ' . 

Atr .... , •••• ..-a. You Juean tlmL if I were to exnuunt• ,vour bookt~ 
1 ruuhl not ttll 't 

Mr. T .u .t \l'rm:o .• \bsolutely. :-·ou t.-ould n~~ tell ~auM' that tu 
wu nut a ta:c: em rne; it V.-a3 a tax ou O~Jr dum,:: b~~mt~ 

Mr. F\ttn \rou ('onld tell the prJ<"f at '"lueh ~·ou t~t)J.I tht 
rm,.1u··t 

'lr. T\1 un:•ttO . .\h· bonks "·fl'u ld. • 
\lr t•·, 1 t.r:a. .\ .. tn ·whf.ther or not you luu_l uddtd I he J)I'OtHI!ilnJ! 

ta:\ HIJIH 1ha1 prkot> 1 
\lr Tu~Ar'tl*\. U )Ou ran do that. you (1m do more than any 

(lCh• r In inJ: man. • 
\tr. ~'nua. C'e11oinly. if yoo k .. l> an hon.,!t lM'l ~~ booko, the,.. 11 

flf) •a,• in 1f'Ko \\'Orld lhat ~·ou n~n k('('t) frotn N\o"'mR 1ha1. 
'fr."'J~_\JIArl:ll110. Thtrt" i~ no wav that it \\011111 be 8e$ln''-!lted or 

dt"-,~n"t('f1 t1Jt ,.ho~ inJ!: whether ilK""' it' Any J)nrt. of lhal lax 
pa'M'I'I on. . . 

ltr. Tml»l';iCJS, How did \'OUr rorporation lmtttll{' tta m~mr·tax 
rt'lurn ror lh~ yt•ant 19.~ nuiJ 1984-. pe11tliuiu~ LOth(' Jli"'C~~IIll} lnX 
('$(.)tlil-.('flf 

Mr. 'I'AI,IAYt!luto. The.• pt·~in~ tu: C-XJ)Cil&t.•f 
Mr. •ruo~H'f'4}N, 'l'h~ •Hnowtt nf mnn~v you t>aid ~~u~ Oo~c111meni 

(or tho Jlrflit'flfl:oing lax. flow •lid \ 'HII hnndle thnt. IU m1,k111~ your 
"'"IW•rntt' inrornr •·eturn for tlu• reti•~ ttfTl'lC!tt'd- llu&L l~, un your 10:\:t 
aut t03-1 blUTin~t • • 

Mr. T .\I.IUr.tlln. Wt:- turn~d into the (hn-'-•rnmt>nt. nt"<'OI"fhutr to 
thr•r N'J.."llltttinntr. fi~"ll~ ('(}\'t•rin,r our eamin~ 

\r Tttn,.,.,....,, D1d you curry that item of j,rot.~insr lf!'c: etptno;e 
._,. an nptn-.f or your husitleQ... 1nd take a dN Uf'llblt• f'l'('(llt. or noc 1 

\lr. ·ru.un:uo. ~o. 
\lr. rll,•lta....l~. lr. as \'OU q\', \'011 a__bo;r,....t.JM it. why tlitl nut )'011 

bk H a ... a cJ.t.,iltk cibl,. rrNiitl • • 
\lr T" aur.no. W'to did not f\·tr .,.,. it. 
'lr Tttultr·~u~. You said you did piy i1.. • 
\lr. TnJAf'DW\, X'o: w-t creditf(l it 10 the OoHmmNH. hut •. , d1d 

nut 1•~ lh~ tax an1l charge h in our Uptn80.. • 
Mr. '1w•,.~s. You paid $3SG.OOO. acrordinJt 10 ,vour le~t.uuony, 

an-d ~·t•u took 1 h•t u an UPf:rule of tht. businf!!IIIS on :\'Our rtttlrn f 
\1r T.u u.n:a110. 1 ('Ould not tell}·ou about. the detiil•. 

) 
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Mr. TIIOMf'tJC)"'l. \Voultl uot that bto a eootr-Nhn~t fa<"lor, a ... to 

wb<th•>r you ab.orl""l ll or did not. aboorb it I 
Mr. TAu~ M)" uncltnitandi~ i..~ that tb~ ta.s • ._.. IHJC.. de--

4uc1P!.I 10 our tnf'Oftl('·lU: etalt'nKnt.. bm J am UOI .ure aboul tha~ 
llr. VtMJr.t.L.. lfr. Taliafe:rTO. w-hat 'll""l!o tbt nutni.H'r of hogt that 

nHI J.K"'ple ktllt"'l, on the .,.eral-"t', in the roune of • yeart 
• ltr. TAUAt'UIJOO. ·n,._, has ¥aait'\J '"'t'n' mnfb, lfr. Diult'-"11, with 
thfl anil•lil~ r~•IJ)I"- Our miniruum nuinber that ,.. e t·•n nm e,·e.ry 
d•Yt to mnk .. U"i COllll)l>lith.e with the od1en, woultl Lt_. 4,000 ho,.:s a 
w...e•k. 200 (•lltt lf' n _.._...k, about .J!OO lambo-. And a•'lt\ut 600 C11h'(',c. lt. 
IMk('l'l I lull n;lumt• or businr'9, to put. .... on II t'OIIIptlil i\•(1 ~-"" with 
the' (Jllu.•l'l'o.. 

M•·· Da~otUJ... \\'lull it lhe muiuuun tHimbc1· of holt' yetu Jc ill~ JlC•· 
y('ll rf 

M1•, '1\ u.to\fr.IU:u. Wt• ruu ubout. 300.00() or ~SG0\000 itt n y<'ttr, 
) fr. l)tNtn!t.t,.. \VIull \\llt- your Jo,, / 
~fr. T,\11 U'UHW. Oatr low w.-~ in 1:135, wlw11 wco ktlll'tl J!t~•.lkld fT• iJ..">~. 
)Jr. DINut:u •• \ liulf• nton.• rhan Qne.tbinlt 
) Jr. Tj\J,Io\t't-NitO • • Ju"'t ~thmtt t1 thinl. 
Mr. Dasor::t.t.. lit it one of your problt1115 in J'"OUr buaintt~ lhat. a• 

your hog procluuiou. or rhe J)a.Ckmg or h<J1t!1 '" rnlu{"HI. naturally 
your O\'trfa'JH.I b tluu . OHU'-h bi~lwr. J):tr holt. and lh.:.r an tum .-ttr· 
l8il~ .fOUr pmfit IYhf lnfn"L~ tb• J>Mt't'" or .rour (~ antJ 1\IUUktd 
t"Uf5f 

ltr. TAI.JAtT.JIMCl. .\l)ti()lutel.'·· 
llr. D•~ou.&.. And plaein_g on thf. J)mct'h..iinp: tax m•dco 11 r.lhtr 

dafl'it'uh for \'QU t(t lllll111rl(1ur.- ~-nur JlUrk J>rodue~ .... m C'Otllpt(ttion 
..-ith '-f,IR111b. •nd otb•r prodl.lcts! 

Mr. TAtJA" •.utn. lt IHII<I{• il n04 tliftl.;ulc. hut hnt,.~iMto. 
Mr. l)•~m:u.., In othtr Y.OrdJ-.1 rhe di.~rimiuatin.,:ltublie P•~-..* ' 

purk C"ll t .., tu tm.v otJt('f kincls of rn.-et! 
Mr. ·r .u .JAFt:.NL'O. Yc•"': dwy lx..ught substiLuLes or tH•n· ki111J. 1wfi 

lht~ I'IIIX'""' nuul{• 80 umc:h nf U1e nchfln('<' iu mcut. the l;i~h c~1 ur 
))Or~ l'toiJ~'illlfy. th11t rho j>(•opl~ would nol buy it. "!'d llw.) ru·,• uot 
buymu J(, yt't ~ tlu•,\' have not :rt)tten tWer thul ll\'t•rston t4J th~ f~tulc 
pr1CG yet. 

Mr. T lltt).ll 'fJOS'. n{ir('lllliie c~r tJHI r:U't. that the Jl i;'\\'"PtiiWI'W mnda ,.... 
mur h o r Umt And huilt IIJ) HU('h Jtn :ag-itAtion About. I he li~h priN' u( 
pork. Wtul noc th.a.t. IIJ.,ritated iu J;Qme w:ay b.v the 1)()rk P•ckt•nt blnmin~ 
thllt. 011 tit(' IU·Iton or the Frdernf Gov~mmenl IJy flllllillS! 011 tht• 
proc~inAZ ,,,, t 

Mr. 'fAI.IAF"t!UO, J know of no ,.-peciJie ra..~ of Ualt lciml. I daink 
tb~ JMICkf"' tn(lf.CJy (elt thai it. W'Sb dt«! to lht droogbt 100ft' th111 to 
th• A. A. A .. btt"O>,.. tho . \ . A. A. nev•r <oot<mplatf<l any "'"'" ~lucc:ion in li,·f'C'tock as·~ had~ 

Mr. Tuo1ru•80w. You do not think that tbt ~Jtqnan •ho lntwl .. 
out in tht rotanln •round to the little ttlf:ll markN and fOOil "*-On""o: 
did not. My th•t' tho ......,., t.b• _pork ..-.. "" hij<h wu be<•ow th• 
oo,·enlmtnt ""'~lot laying a p~g tax of 2-% ~nta a pound' 

lfr. TAUA,.,..UO. ' 'nlt\' v.·ould ha\'t been Pfde<·tlv juaifiNJ in •Y· 
ina: Mt, but I do not. N~V th11i they ditl. or would d'o that. 
, )l.r. THO).II"t4ftS. 'Mu·,Y would not be juM:ifi(ICJ in u.ving it. m,\' dt'ar 

Mr. 1f your C"Ont('nlion 1-l ('Orre<"t that rhe parktr... 11~ri.H!tlthr tax. 
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Mr. Tuu.raoo. Some of them do, putl1, and lOme of l~n do 

oot, but we .,..,.. in I!Udl ohape thAt W6 ,...,.. fo"\"'(1 I<> •beori> 11. 
Mr. 0 1xon.L. You <OUid not be htld r<5()0notbl~ for wha~ yoor 

•l...,nan h• ppentd 10 •Y in order to try to make hit ~ w1lb lUI 
unnaty butchtr. 

Mr. T At.lAf"''.lt..._ No. . 
Mr. l)txor:u.. \ '(MJ.otattd lbat in 1934 and l9~ you potd ar.proxi· 

m•IA>Iy $681,000. , . 
Mr. TAtAAriO<IIO. W6 did not pay •t, Mr. Dw~ll. 
Mr. J)txor.u- That waslbo levy forth.- 2 yearo. 
Mr. 'f ALJAn::nRO. Y t'8. 
Alr. ]) tsOt::l.l- You still owe the Oovernmc.ot. $870,o.68.09Y 
. Mr. ' J'Ar.tArr.JutO. We did owe tb~m; we do not. owe Uu~rn now. 
M r 0JXORt.L. That hos boen pa.l(l olft 
Mr: 1'.u.J..ur.ltHO. No; that luts been caJ1cek'<l by t.be dotiAion of the 

SuJ>remo Court. . 
1\Jr ou~OPJ.J.., T wanted to get those UgU"-'6 Ill the rncord. 
M r: McCott>~•cx. Y.,.. do not feel, if you co !looted 10m& of tho 

tax-
Mr. T •u•ruiiO. If l h1d colltcled lbem 1 
Mr. MoCottw•c•. If the oompany had <OIIocttd then>, you don~ 

feel 1h1t you ahould ha .. 10 pay lb•m but th1t you abould rtlatn 
lbtm. d . Mr. TALIAn:uo. If I rould find outlbataucb ,.. .. tl>e .... , an 1f 
I owed an bon"" debt I would poy it, .. I alwa)'ll do. 

Mr. llcCoa>~•C•. You are openmg up a brood .. 6eld tllan I ban 
inquirc~d int4. 1 am not. impugning your moti\'M' I ba,·e uked a 
f•w oimple questioos, in I fnendly opuit, but 1 f;.;.!.Jy, yOtlr l.llS"N 
did not pi-mo ve'1 mU<h. 

If you h••• not po1d 1ny part. of 1M tax, and you hu·t <OIIocted 
it. from ,eom~body, else, do you st)U cont.eJ?d, a.s you ha\'6 in rttpOnee 
to J)r't"tou8 que8lton~ana I want. to gJV& you 1n opportunity to 
change your mind-do you still oontwd that., as agalnHt the Oovern .. 
ment, you •hould keer that taxi 

Mr. 'l'Al.IAPt':luto. I I .should gh·o up the ll'x to n nybody under 
thOttl) Mnditious it ou~ht to be to tho coJtslmu)r. 

Mr. MoCo•><•c•. Out you cannot do that.. 
Mr. 'I'AM"nntao. No. 
Mr. McCtl•M•c•. Do you think you should retoin It •• •l!•inst the 

Oovtrnmentf 
Mr. T•u•r .. JJO. Why <hould I not ! 
.M ... T.cuowAY. l n that connection, gtntletnen havt tndeavored tfi 

make you Py that, having collected some of th~ proct"81Jing tax tbaL 
ia cbarll"d to lht ronsu~n<r. yoo should PlY it to th• Oo•·enlmont. 
That ts I he ttfort that has bft.n made. 

Mr. T•u•~ Yrc.. sir. 
ltr, TI':EAhWAY. Yoo penkularly aYoidfd making an\' ~t-Uch atlt&-

~~1 . 
~lr. T,UJAn:DO. Yes, sir. 
Mr. TIEADWAY. Now. if thro~1 ~lf. proct:ll 
Mr. ~lc<'<tlli•C•. fi t noidtd "'lut I 
Mr. Tar""""''AY. lit~ a\'oided s.ying "'hat \ '011 " 'lt nted him 10 tooay. 
Mr. ~h('O:IIMAnr. You e.n inlerpret. it. i'n YO\lr Hwn "'"l', b11t do 

110l 1-JM'•k for mt\ • 

) ( 

) ( 

k£\'2-NUB AC'r, ltll 

Mr. TaL\DWAT. 1 wa.roming to this point: Yw felt, altt-r the d«t.· 
.ion. of th4" Sul)n'rrle CourtJ tbal .) ou <fad noc. O'W'6 tb1.1 motlt) to the 
Oo,·,rnment. < ad .)'Oll not. I 

Mr. T.u~ \n:K.O. I (!tl'laanly d.id. 
Mr. Tat.UiWA1'. Om thtnl ,...&tJ an t.ft'on..made to ha\"e you •r th•t, 

baving colleetNI it, you !llould I~Y it lO ~atebody; that. it dad noc. 
heloog to the Oo\otrnrntut. aecordmg to the. Court decisiotl . 

. Mr. T.u..IAP'r.tt*l. 1-;xtaas.e me; will you ad: thatqu~ion apint 
Mr. TRttAP"''AT. l'ut. it.. thi• w1y: It you had 101ue I•K)ney tlatt ,you 

bad oollecrM IICCor\Hng to l1w and then vou found that the luw waH 
unoonst-itutionnll ""''in~t L~ofn HO dec1areil by tho Supremo Cout·t. of 
th& United ~t4.••, s houlcl you ~called upon to J>a'' it to I he Ocw .. 
c1'nrntnt., which had no right. to itt ~ 
~fr. 'l'At.tA.IftJUtO. 'Why, n?l' r should not P"Y th& GoveniUK'IIl IOIU\!• 

tblllg tJ1at Utey ""'not cnllt ed oo. 
Mr. 'l~JUOWAY. 1 think you have Oae right vi«!:w of it.. 'nlo Oov· 

ernment. h1d no right to that money, did itt 
Mr. TALUrEJtJtO. Abeolutely not, 
Mr. T.z.wwAT. You are oorreet. 
~Ir. Lui1<10Cl<. I would like to IL8k you one or two qt~o ... 
After the Suprtmo Court of lbe United Statoo dedartd the 

A. A. A. un<Onwtutional, how did you handle this unpoid taxi Did 
rou take it. into your eamingst 
• )Jr. TALJ.4.PD.80. Did I talte it into my Nmi:ngs1 

Mr. r:.. .. ,.,.."· For 193$1 
lli. TAUAJ'IOIIIO. For 1030. 
Mr. Lu. SICK~ 1 wanted to find out how that made your IN$ 

opentionatbow. 
Mr TALIAPI>IIIO. Tho 1935 operations will abow " li•bility of .. 

much' money to th~ Oove.mmoot., but they wiU not show whtn the 
tax wu dt'!ClJred illtgal; And tbis money that we owed tbe Oo,·ern· 
ment or that. wo had under the orders of the Oo\'trnrnent, v.·a.s 
Mu~ed to us, 11lld wiiJ corne in our m.tement of earnings in the: 
ye .. 1936. , , 

Mr. LAMNrJCK, Lc>t.. menPJk you this question: How nmeh rnoucy d1d 
you IOI!ll in 1036 f 

Mr. TAt.TAI'I'JUtO. T think it. was about $243,000. 'fhnt is my mt•m· 
ory of it. I do not want you to take tb•t as boing absolutely corl't'tl. 

Mr. L.uuu:cac. That i.s an al)proximation 1 
Mr. TALIA .. JtRO. About ~4~.000. 
Mr. MoColtJ~~AC'K. I would like to have. you ~n~ us ~ ahtement. of 

th~ earnings o f your company from 19"29 to 1933. mclus1vo.. 
Mr. TALIArrJlJIO. Wouhl yOtl like mel<> go buk 10 ,-..arol 
Mr. McCoawA<rl<. Y.,., . 
Mr. T~U'I'JIIIO. I willllfnd that to you.COYenntriO rtal'8. beftu.~t 

~ince 1928 I he conditions haYe been so abnonnal that t);ey ..-·ould bf 
no fair indication of any b1Lqnt81 propo;al. . 

Mr. lfcCoouuCK. Mr. TrHd'tl'ly told you w~ lntd to m•ltt • lot 
of capital out. of your .,·oidin~ to say wha• "'61ntt!1dtd to ha,·e you 
say. But Itt n~ aay lo rou lb1t wh•n I ask qoo;t'OM I do not try 
lo put in any witn{'AA' .nO.uth anythi. n~ that they do not ay. 
Tan'~ l!lfe j f you •net 1 do noC 1mderM.~nd on~ anothrr. . 
1 undrNil(l()(l your J!<."'lf ion was that m ~fNoenef to th!J! fi879t000 

that, you havr not ptud- lcc us tnkf' anMher comJ)tmy bdHleott your 
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uwn, arlel "" 1t., py1 the McCo':""'ack Co.. in thf' tw'lltt~ t,u.ant-- !« 
ua ....wuf that that (()ropany d1d not pa) $879,000 10 tb~ Pl"'C::Piiitn: 
\a~, and that dlt' Gm""enuntnt o"·ed at OD Januarl G. ¥i~n tb. Su.. 
pn'IHt' (_'oon PJMJkt-. 

a,-1 U> •v '""' 1 pa......t ~~\':"a that 1 oold a>rodu•·•.••o tho •hol6-
••··r. and ihll all thOrile p mMlB ba,·o al<)ne mto the ~~ 
o( lht' t"'nlurntf'll. Tbe tu hu betu ~ on. Your contl'nlion 11 
thai at tlu~ pM~eHI time the- Go'"enuneot. 5huulc1 not undt'rtakt. to tol· 
ll'Cl l1111 t.ax. (-rom me; is dutt right..t • . 

Mr. rr AIJ.Af'llUtu. No; you are askmg we. •bout, an amJ~blt prop­
OtlltaOtl, becttu~ he dOf$ not kn0\\1 wbeth~r he h1s pa861•d If along: 

M 1• •• \kC•NoiACK. l askt'fl yon to C(HtR1d4.••· 111 a~t~m(ld propot•Jbon, 
'''~~~~' 1111in~ th1H tl•nt. isM), nssmning thul..nl}' t'OI'IXJr"bon eolh~·ted that. 
tul1ount uf mouey from rho whoh.'fitd(•rl· do you <·onwud that wt. 
~lumld be J'"'rtniU('cl to l'E.'illill t.J\nt mouey 

Mr. 'I'AuJ.nJtuo. U I should noL who .JaouJU 00 f • 
M··· Mc{'ORlf.\t'K . You have UC)t onswel"t\\ the qU'.'StHnl. no you 

t'Witt lld tluat I shouhl be permitte.-1 to retain dutt n1omwt 
Mr. 1 \ u .l ,\l"'r.JOCO. r do. . ,.. . 
Mr. •t•unw,u'. I uoder::tood ~·ou to .say 1luu dus $~hD~. •·luch 

)W did noc pay and (or which lhu~ a. au lll('j(lll dattu, b the 
18Uit of tht' sui)n•nlf Court de('i .. ;on. h•)J j.:Hn(• 1_1\IH ,·our rfr<Onl"' 
an•l Att'Ollhll of t~f 

\lr: T ,u.I.Af'r.JIII(). In 1~ 
\lr. •raru>•A1'. So sou t-~ill han )'OUr xtt.QOO tiWI'\' furta:"< pur· 

JK .... that j, lfJ..tal la.Xb that m•y bf' Jaul ag.in't )QU-hl\f !00 
~~ ) ( 

~~ r TAt.un:M:ao.. \'Vh~ther it will .,. .,·allablt- lnr )lll<'h pur~ 
I UJJUt1t tell you, but the IDOtte·y iF th~re. 

.Mr. •J'IluDWAY. In orl,t>r woi-d!'t, • ·hate,·er i.s oo1181ilutionally the 
111"' on tJu~ 1M .d•~' of .January 1937, ruquiri11g a ~))()rt. of ~:our 
lin•nri~al os~t•rtU10:'i., for LAS: pur~ for the ye&r 1.13U, the GOV'· 
t·rnuwru will lltl\'b the opJ>Orh.uJity. acoordiog to thia report, to 
c•u110t•t fmru ~m1 I he put you legally und eou~lilulionr. lly owe tbt 
(;~\'(•rmll\111 1 9 OUt of tlmt S"UrHf 

~l r. ' l'Al.lAI"J tmo. AcrordinJ,r to Ow lftx l"w· whttlt•\'M tlw Ua): low 
itc. it wt- l'CJ)Ofl that I .S ttn earning jt will be h·C-rHcd a.s.. ttn ottrning, 
(It wltnlever isiMI, whnl~,·er r>art if! left. will lw trculCtlll!l till f'llnl· 
ing. tantl M' will 1M• HubjPCt iO the lawn~ to ('urnin~. 

~fr. l hu. .. \\rfl thatnk you for ' 'Our appear11nN! cuHI for the ~late· 
rnt•nl you haYe given I he oommitiee. 

Mr. Hru. (p~iding). The next wilMM is Mr. Chnrlr"' \Vttnltr, 
uf Philade-lphia. 

STATmlEIIT OF CILUl.ES WAIIJIEJI, l'JU:SIDEJIT. WAlUillll BIOS., 
PRILADELl'BlA. PA. 

\fr. lhi,J.,. llow muc:h time do JOU think \·ou will need1 Mr. 
Warntrf • 

\lr. WA•~ta. h \\Ou1d take. me about 7 or 8 minute~ to pfti&Hlt 
nt~ ~•h•mtnt. T do not. know bow much djJCUtllion may follow it. 

Mr. lhu... 'Vt. will reoognir.& you for 8 minute~. 
Mr. ' ruolltt'80N. 'VI11t is your businesa Mr. \Vamtrf 
~lr. WAIND. Building materials. ' 

) ( 

3% 
llr. llru ... ) ou may proceed, Yr. \Varner. 
Mr. \\',u:(r;a \lr. Ch11nuan •n•l gtntleuwn. J a.m nrrtlu•r • ta\. 

t>IJ11tr1 nor an rt•unt~o~m..t. I ~m {."-""an ortliruu-y bta .. u..,....~ tHan tr~ inJ,! 
1n fln41 out "ht·,... "h_. ...... at- pl'fteul • ...taltlllt'DI "ludt .,,,_,...,. 
l'en.iC"tllaaly to Ill,' n~tupaoy·~ !Oituation. but "nbjcb I fl"t"l '"' '·''''rat 
uf uJany tnlf'rJH'I....,_ that ~1\"'e been ~ With tb._ ,I('))"" •100 
11urinp du• pa..C ftw \MI'lt m the l:.a''"o('(HU.rut11on 10d11 ... trH"t'. 

,,,._. COIIll)llllY and ils pn>d~rS had P'fO"II tlu'O\.~h t!e\tnl 
~"t'ne..'l"AtiOI\!1 to tll& J)Oiition on January 1, 1931. wbrn itt gro.-. ~~ 
w('ra. aiJOU~ ~~,000,000. These aiiSeta. comprised oeocaary raw m~l6-
riRI dcj>Oidt.l of ttancl, _wava.J, l..fld hmest.ooo; plll11l6 (or prtpa.rmg 
11111.1 nuuwrac:turing satd raw m.tituin.ls, adja.oe.nt. to Pbifade1phia ; 
p1·h·ntc rttii\\'A)l. and ft fleet o{ barges and tUb'S rtX}UiretJ to trt\JlJ­
pol't Mt1UC1 G1tXX>1000 lwu. JJ(' t· ttunuul of P~'"l.,*rt'<l I!'UIId" tmd Krnvel'4' 
(rout our plt111ht lu mw whtn·f dh .. tribut:ini[ ynn.l!il il1 Philltdt•IJ>I"" arhl 
Wilmington; t~i:c •u·ti\'t> n"tni l t~rmintll!o4 with 11tcir l'l•JnHr .. twr~~~t 
c.'t'ntm.l-IHi:u_-.:1 ('OII('f"el(lo pl.Ant&, stomge bin~. antl 't\'tuvhuu..._-.: to<Hno 
200 trutklf rf.'fJIIin>d Cor rt!lail di&tribution; :wd so £orth. Thi~t buJi . 
tK"N'l wes thtn opnatin~ at. obo4•t 80 pe:r«>nt or it~ ClllAd ty, and i~ 
annual ,·olumf' of "'"'""' wa.s in exctm o( $l:t..OOU,()(X). Jt'or the I*" 1 
\'('In!! ilt~ Mtlf'S ,·ohuu.- ha.'t .,~nt..red undtr $3.(){X),000 pt'r a.nnum. or 
~than 2.) IM'n:'f'nt or normal. 

In adtl•tlon lo 11 .. physi~l tlSble'b il rttquired lo bandlf'! 1hi .. ,~ohunt 
of bu..,.j~ nfll \\t)rkin;: capital of approxima~h SlJXJO,f)().). E""n 
..-ith •. his •n\Otm\ of IH."l quick assets tM rompaily had to 1"80'11 10 
'8111()Dal btwrowmf.I, "·hicb bad I.M'eD its ~oma.ry prat'ti('t, nlOf'f' 
or ~ for ,.Nnl wlttn busin~ ~xtensh·~ly expa.odfd m _ tht apring, 
rollowtnf+! tf.f' hf'•''l' wintn o,~~rbauls rftqui~ in tbi• lme of bu!i· 
~ \\ ith •Mu•l nt-t. quie:k as:setg (working capital) on band on 
Jam11ry 1, 1931, of $1,0~~, it was necessarv in thf t!prin,:r of tJ1u 
year co' ~rt. to litUOilll bank boM'Qwing amOunting to $000,000, aL 
tl~ puk, whirh i~lnOUOt wa~ fi;Ubseque.nt ly [»lid off by Jit)Uidntinn Of 
custonu:rPI, l"tl(.'t'ivlllblee 11nd r-esen·e aceumul11Cions. • 

F'or du.! r;.ye~.r ~rind from 1931 to 1035, inclusivr. thil'l ('011\fliOY 
loot Sl414101000, which indude~ div'ide11<ls pajd tluri.Jlg U1t' fll'l'lt. 14 
monlts of the t-.e,·iocl, or $8681000. Thjs loss is represented in [)Urt., 
b\' ft.ll occumnltttion o ( ho~k interest in the runouut. of $1.008',3201 to 
bC pftid out. of fntun' eunin~ ncoordinJ! to 11 suppl~me.nt~ll irulen· 
lu~ negotint('(l wil h our bondholdel"!'i ·for a moratorium IX!.riod j in 
partJ by A N.'Ciut•t ion of its ne.l <tUick assets from the a.mount. of 
$lJ)86.000 on January 1. 1931, the minimum amount neceMary to tOn~ 
tluct thbi btudn~ in normal Llmes, to $1,166..000 on January I. 11136, 
• lOire or 0\'fr $J100.000 in uid worki~ C'apita1; in part, by thf' df"· 
ftrrinp: of normal mainttnant'f! on plants aJKI f(JtljiHotnl tt-llmat•d al 
0\·f'r $"1.000.000. 

In a('(•onhm"' '"'h • plan of readjtL.otntent f'nttrNI 11110 •llh ~r 
"«'ta.rity hohltr- in 193.1. and ("C)f'l.<iistrn.l .-ilh a P"'YaJhn~ dtJU't'•eta· 
tion o( nh~ ar that tintt'1 the J."t't'Wral ~oft~ company "·tl"ft 
n-valuf() an•l th~ thfn NnJtd dtfidt of $2,8-t5,000 • ·as • ·rantn nff_ 
IPav~ 1 pf'ftlll•llt e.rntd th•GC"i~ ti' o: .J_anuary I, )U34!• of $1.1-11.000. 
In I hi..' faC"f' of I hi~ fanwtl •l.-fit'1t a.od wuh the obhf,..ra\1011 tO pay '*'" 
int<'rt.'SI btforf' JUanurnt nf cli,.,.idend~. and with the~ rehabil· 
italion uf plllllf> fttttl l'(JII. Jllllt•nt. it wnt1kl N> tht h«!i$fht uf (,lll\' from 

ns.•o ... 6 ·M :t 
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Tht' CnAJK~ -~' 1 am ~lU't' thai tllt' ("NilfiHUff ,..,jiJ •m'f> 111~1 • r 
... ,IL•Itltnttiuu iu IIHd point. . 

\1r. fh;:m , ~lr, \\'"I'IWt, .)'OU l:tfk tlf~IUt lln\'ill,:t ~One• iOt~' U11 n 
(undinf( tJfWI;tiHun .with t l ~l' btiHk. l)ld thry t-ll"'l:k)lltl tlwu· t'tlh hi 
rration pe•uhiiJ,t tl1111 hi X b1ll1 

Mr. \\"'~' 411~r.Jt. Xo. ~ir: btcft••~ rl~t' t'1.1ntract. wa_~ enb.\rt'f'l u•t•, l~t--
11fflf'D c-ur f(J(npan~ and tbt bluk. m thut t"l"'f, on Man-h :!. IUl<ll It 
noquir'flll u ... a,.nldmj! up of ~ou_rpln ..... 

llr. Rr:m. And tllf' """'"'~ wa" ~lt•••:li 
~fr WAa..,·r.a. y ...._ .. ir: the dn· hf.(Ot"f. 
l1r: 'Tv.AO'M'AY. ,fn .. t tJf•f morr f (U«"'1ittn 10 ih•t N'J,.'llrd. Jlt• ~uUt 

t'4 •111J)BO\' had All\' cv•mmunitation from tht' h11nk ))f()f)lf" wbo lt~t~tH"C) 
111111 n••inc•\', liM II ,1\'"1111 eirher nr tht• Pt't~iclulf,-"1 lt)f> .. ,..,k~"(( 1 11" th11C ''"''" 
Jl""'<l bill! . • Mr. \VAIINt'..M. No. Th••y mereh• t'XJK'd U'f to ln·e UJl t.o lll~· lt'\tn~' 
of tht {'(Hilrld of Mnrd1 2 nnd tuilfl "I) th(\ rourp1t~ an that r-Uh• 
icli"" <'Otnpany. . • 
)(r: T.r.wY.AY . • \nd it you •It) that •.• vou .-.,111» ~ubt~to •Jtrttty 

• ftft ponalty in th• ,...,. of a tax. of thos pr<>pootd boll ..,.. •nlo 
.treet! 

~lr. \V-'•'r.L 'Vr will. tar. 
)fr. Tn.,o-.• \T, T u or her 1\"'rd..~ ~·ou '~ill JrN it eominJ! ftnd ,::oin~: 

yvu "iU,2tt il from the Go~rnmNtt. end tht\ hank, too1 
Mr. \V .uua:u. 1'hal i" right. 

) ( 

Th(' C'tr,\IIUMN. H there 111'(1 no rut·t.lwt• fJ II~ions, we lhDnk you 
for J01tr fiJ)JX•MI'IUW~ find tht' t~Hmony you hR\'6 given thl\ C'Otn· 
mitt~. } ( 

Tlu•l• ·xt witu~ '"' 1-IN•ry lL l'uwt..•ll, of N"t-w York. 

STA'I"Eli:EifT 01' IIElfltY It POWELL. UPRES&liTIIIG ASSOCIATED 
IIIDUSTJUES OP QW YOU STATE. IJIIC. nw YOU em 

n ... Cu \Itt" A~ . \\~ill \"Oll ~-h\ \'OUr IUU1W'. vour td(l~ ft!lll 1ht 
~paritv in "hirl1 \'Oil ajlpear! ' • 

Mr. Pnwr.J •~· ~ tV nauH't' is Henn ~f. l:towell. :\h1 nddrC't-~ is Nr.w 
Ym-k Cit.v. My .;m('(' IU1cll'f'$.'ol is GJ Ohnmllt'MI StreCt. or Chnl rih'. 

The> Cu.utous. Row nmcl1 time do \'OU think ,.<ltt will nffll t 
)tr. Pm,·r.u .... Tt'n f~r t "·el"" minuu-,.c,' if the lfl4'1llbef"l of thr ''flfll· 

mitt~ will lx- IMU irnt with 1rW' um it I lun·.- t•ondudt>el IH\" .. tllt4'tul"rlt. 
wh~n 1 ,.,,,.11 lf' ~:1afl to a.osWf'r any qu(•'\tion .. q: that 1 · am 1blt tn 
&nsWf T. 

TIM' C't&AtaluN. Wr willtM' not to int.('rnJIU. )- Ott arr n'C'CII-rniud 
for tO minute~'. • 

~lr. Po•·ru.. 1 f'f'l)~nt tht .A~iltfrr\1 ltHluj;Ofrie$ of lht~ ~tatf (I( 
N«>w York. ln('., •nd T am 1 memlx>r of it~t tax rommiUN!:. 

l bne 1)('('11 <·OIIfllli("l tn tlw Su•te •~•x r<'\'is:ion t'<'mtnh•PI'ifln of 
1907- thnt. 1~. t ht' New Yo·rk St••h" T"x ll.4wi~ion Com•niN"ion- c1nd 
also to tJ,~ lOll Stftte ta.:t:-f'"e'\'i.Fion rommiAAinn. ond T tun 11 meml.~tr 
of the.couuni.ltHt on tu: delln(Juency of thf' N~ttinuftl Tax 4"\ WK",i•tion. 
l hav.f contnbutt<l *?"llfwhat. to the tax littoruture. on thP !<UbiM't nl 
1axabon of .rorJ'IOnttOM. for State and IO('a) pu~. •nd of noel· 
tlhtao- taut lOnA lor lotal pu~ 

l want to t~ll r~ JI'.Omttbing 6n.t. about AS!lodated Jnduo.lrif'lo. nf 
tht Statf' of Ntw \ ork. which I "'l)rt~nt. bere, u 1 mtmbrr of iu: 
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II$ C'(JIIllllifl~ 50 (hill .fOO Ullf l!ll~t"r"-tand ,hO\\ ._.f' tU'(' Afft"t1.ffi by 
tl•f UtXM thl!-t.l'Ou p•'OI~ , .. und• ,·•~IN prohts of rorr>Orat ions. 

l'h(~ auo;c>cu1t1ou ,,.,.~ mc..-'ri>ONit<-tl m Nl'w l'ol'lt in lOH to llrotfltt 
imlu~Lrial organizution", uuuutf•u:turtln:o. Kml Hlt•n·hnnhil fr'(ml Ull­
~·~nttble .•uHI unn.~ ... 't'~···nry lcgi~ht.tion, ·and to eoc>tlerate "ith tJato 
lf'.._.; ... tature tu welJ-ooiU!.Ulf:l'f(~ lAbor La"'$ nnd ~inN gfin,..._Uy, and 
,..~ .,.. today f"N(h• end wtlhns; to ~nue wuh nlttr tOmmiU:t't". 

1'o gh·~ yoo an idea of tbf talent.. of our a..~aation. J will sa\· thaL 
while it. "u inc:orpo,..t~d ori~inaJiy with !W nta.nufac1ur?r-. and ('Qt'­
ponllionl, it now "'P~UI"' l,l"l()() rna.uufae1u~,.. and cortJOratiou~ 
oi"J((ni~ or doin_g hu~i~ in SP\\' York. a.nd the mt~nbt•rs nf the 
ft"'-'ol!IC'iation now g'l\'l"' rmployru<-nt 10 nearlv GOO.noo men ~tnd women 
.:ml ol Ill approxi.mato l,;tlfn'g,•t«· uf 1.300.000 \\111/(' l'4!rnel"li of tlu·· 
Shtlc of New Yol'k, ami tht' tuNnl.~e •~ olthat n~N)(•it~tion t~present an 
iu,•e,tC'd e11 pitnl of abouc. 2 billion doJJttrs. 

Nearly all of the srrent. nuuwfarluring and mercanlit~ (•orporatiom 
in tht! Slal~ of New York In' tnfmbe.n of that. ~iation. 

11;t State of Ntw Yor;k evtr,- year in1~ ta..'t~ on about 100,000 
OOI'J>Oralion~and th•l i!C abou1 one-lhin.l of t1tt- tocal numhf.r o·f oor .. 
l)()f'lllons that file retui'T\!l with t~ Tl"'f'AIOUM" Ot~rtnlf'tll. So ,.ou 
<:an J.."{'{. iOn~ idea of th6 importante of mar Xe•· York ("'rporat(Otl.§ 
corn1>•f'fld wilh the. grrat. 11la.lll of corporation8 aU Of"tt• lht Lnittd 
SUit& And these oorporation!llft t"illH~r t.loitlg bu41int'iij in our Suato 
()t they lf'6 orgaoi1..ed undw· our J''"'· I do not mct.n to ;uty thnl oil 
t l1~ COI'f)Orat io ns fuwt~ lhf'ir 1H"0f)4!1'1)· o t• empluy thfir Cl]>it!i l in 
Ntow Yfirk. Thev Ale th4.\ir n•tlOt'h> or rehn11~ 111 that. St~ate 1111Jd 
1110..t O( the. Jargei- OOrpOtMtiOfi.S hA\' '' their ~imutl'ill uftk-ew IU'n!'. 

Many of the111 luu-e fnC"turi~ and ofk--.ts in tl1t Stat ... or uh ..... rootlL ... 
wal"(("hnnses; buLSOD\fl of tl1ftn han fac:torit'8 and Nlf'-.rnon\_ .. in man~· 
M th~ States of the l'nion: and tbtv do blli.in~ ,..,..lf" of tht>m. in 
all of tM .&8 Stat("S. Y nu ~n t btf.t.fot"f' 10ft Lhll tha~ tauriou of 
CO'l~)Mltjon.s i"' not a tiii:."('Llona1 or a l«al mattt-r. h afff<'tb C!\""t" 1 ~• 
Stltf' in 1be Uui~ Su.ces.. 
•nu~ New York ASSC"..cit1lrd lndustrit"S docs nol oiJj('('t tu t~n~· ~~~ .. 

I>OM--cl (orrn of tnxtaHon in80f~•r ~~~ it. pro,ridt!t! for th~· lli"'"'l'r\..••nr,\' P".~'­
ment ol gc)\tenum.l.ntnJ expe.udihtl'eao: 1md tht• l;uh11Win~ u ( rhe Gm·· 
tt' tUU('nl 't~ Uud~l ; but it objN; t .. 10th .. prufH:Jt;(''l pl11n o ( lltXJtliou U" 
pl'f"-fnt(lotllc) yonr ('Ointnith_'f" for tlH• followu1g 1'\'ll~uu~: 

Fi ,.l. it is tt-onoaui( .. th· unKtund in principre ami it. i~ a tli!ooturblu.c 
intrrltrence and an arhiirtrv ft":!imtntatioo of tndUit..,.. 

Stt-otully. it wes 1 nrd .. Cidc or ~tll"fUW.•nt with 1 tm l21"f"-o0in 
ratt of ta,x i~th-e o( tht rharactu or tbf' t'k'f'<l- of tht IJu .. ia'(""'tot. 
It makf':!l uo allowancf! (or d•f' iJlrinking of inH'H~u· y ':•htt?-. if,. 
chulf'd l lif 11 pare of l)rofitA al\d flnetuatin,:! ftl"t'"Atly 111 "'•''" " "" tin, ... 
uf Uu.51iness. 

I c·n 11 ~41te (rom my own t>'<pc•ri(•ru'\' ~htt l I n·nwtn114•r 11 c'fuu .. •t·u 
in lha pnr>er busincSr~ . I( euluutfllC'Lun•cl t•nwlupl•!<i, Hut h wru~ 
obli,~.tNI hy it:-. lml"int.."-t"S tH kl'rp " ' ' t>n· lar~"e stork of l;~tl"k' t', Now. 
f!a•t Jl"llf'r 1-tock wt•ut up jn nlut' in· UHO ~ud l.O'iO, i~ m,\"' l'l"'(.'OIIt'C.'· 
Hon li('r\~ me. hut it haM dtp~l•ted Ia ~~ly. rhat 1 .. part of tht 
profit" 

I ha'e rtrollf'rti ou of anochf'r ronct'rll in tht uulluwry hu,.j n.-_,. that 
"''" C'lpitalized at about $1,000.000. T"""'O--thi~ of th•t "~ at.rplutoo. 
nlat F11ftl1Us has entil'f'ly nni.Ju"J 1lOW, ·nli~ y('ar it •J>IM'Ahf thJ\. 
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uut Or>putmtut, a~ to the Jlroportiun fif uniH('Ot'J~~tirah'll bll'IIIWt-Ji. 

"•mJ)4t.l"f(l wtlh C'Vrput"ate blUIIMIM. 11 ll ))('he\"t!d that tM .-oluntf ot 

t'OrpOrftlt btlblllh.!l 10 UIUDOOrport.lftl \;U.'Oll"k'-..; b at ~'>t 3 lO 1 

1t. i.i a fact that t'(•rporut(' bu"inetm bu lfiCJ'f'll"t'tl tl't'n\t•utlma"'ly. 

Tbe COM)Onlf' fprm • now the fonn m • h.,-b Iars:('! l,t.tW~ i" don.-. 

1ntl Pf'f'tl e~mall bu:sifH'Irr4!ll, It il- tht l)l(Wil rotn"t:Aitnt fwm. 

The au'f!Utnflll thM tbe uumcorl"'''~ll>cl Lusine... l>•l• (IU s.•rtu: 

eod cha1 tbt urnhridNI pf'tl.litJc of • ClOtpf)ration .. ,....._.~ thi• ~urr.ax 

111 not ent1Jtiy *'lrnd. btall!i!e tnontuatiY. •ht n tht-.. Nrftin~ aJ"Yt 11i .. 

11'ibu1NI1 tlwy will bc>~ar the- lnlt normal a11'l '"11rtll:\:t ..0 that tht stork· 

holder "·ill pay twiC't'--Onoe " ' lwll thf' oorporniou 11•\'"• 5t ~tncl •ft .. Ill 

.-ht.n h(" rtftiT'N tbot Nming-. from t~ rorp<Jntl(>n. 'atiiiVftiW' future 

tl••ft. or 1C t1lt' rorpor.t•on 'frlthhold.t tLt "min~" and ht~- .,._u,. tlk! 

tlc~k AI au itJN'\•IIS('(I \'ttlut. 

I do not ~ •n>;."thintt in lht' "llbrorumitlf"t'" f"f'J)Or1 to make. auy 

ftllowal')('t'l for the Um{" whtn thto :turta't .-ill bt p11d. 

In a "t11tb.ti'-'•J Mwly ret'(' lldy "''"'~it. w•" ~t.1 hine1l tbftt, the.n;, 

ftrt' PNrlr ll,OOO.OOO fhaJThofdtn in thit oountry. r think that is 

an undfnotat4'1lltnl. It tl8id or tbow 11.000..000. mot? than balr plr· 

tidpatNI in tbt ownel'"-hip or t ularflrM, tlte l.rg\!6t in the. Na1ion. 

11~ ,,·tra~"C Bt~kboldt"r o.,,-14 Jess th1n 100 Marttl. 

In 10 of the la~ ~>Oratio:.• of Mt!d indlbtrial ('hant'ttr. 

•tock holdinb,"it are 11ppro~•mntelv 1u1 foUows: .t\nwrican Telephone 

A 'J'clegnpb. (17tJ,0'27; 0~-eral . .Motort.. SW,742; ~ ~~nns:ylvania RaH­

rood, ~,OOS; Oentral El<ttn<, I~; El«lno Boo~. 1-12,11,8; 

Standard Oil, 13-1,136; Unilf<l Sta ... Gao 12:1,4:!3; A.na<o11da Cop­

Jltr. 119MO: C'<>noolidt~ted On•, 110,2M; Standnrtl llrlln<lt, 110,100. 

,._ are 10 of tholargt<t <orpol'1ltions. I (you "'""" 10 the nut 

10 o:r the nt.:ct 20 or 30, you do noc. ~ qultt as nJanr MockltoL.Itl"f, 

but. they nno: n ll'l'mNHiou.s number. rblll l'lhows you th•u. the whole 

.... or the Unilod Stat .. ;. aJl'teled by • otoc:k IOJ< of lhit lOri. 

'I'he:~ ia anotMr ft•hU'e of thial piopo~tc~ tax r.lan whi-da. fi"'aa 

t.he GO\'tl' luuent.'tt J)Oint. of view, you 111houltl consi( tr, and that ie. if 

you C:OCUJ)PI tl1~ torJ)()Nltion by U.Ui form o( tax to divide aU of ita 

tUI'ft.nt P:rofite, yon are cutting oft' • larr. and ttMdy Dllrket. for 

Fr'tdut1, State, nnd Joc.'al go,•errune.nt.llf'CilrltiN. ManyQf cl~larp 

torpOI'ItiOns hohl U muCh U 60 f~rcent of tbe.ir IUfJ>IUM in Lht'Me 

MC'IIriliftl, and tbt arnouot of oonta.Xable .IH'Uritkw li!O_. htld io d1oe 

•urplus of t11ese corporations probrtbly runs into hundf"f(b of millions 

ol doll.,. •. 
I kno'lf of caM8 ..-it bin my own ol~r,·atkm wbtrt" 1 ,...u w.oundtd 

by 1he ftllHHIIll of noncaxablt" l!eC:Urlli4!'11 that are mauwd an tht- tmr­

t)luK. Wh" llo they N·teiu it in Lbe t<urpha!Jl Not. btcause they wAnt 

to ~ ta.x-iumJ>I. but btoftlli!f! tht\' .. ·aut. to haw• liquid JJ.I8I.'1.J lor the 

propogation of tM bu.Ji~ of ttl. rompa.ny. That ll tlw amportant 

110iut. 
Xuw ... ·hilt tbMe 1•'1-~ and COOl))lrttivf'lJ' few totJ)C)rlllions with 

100.000 t-laareholtt."" or ntor""e nay wtatber tht .;torn1 of cbt~ new and 

Utllried 8YJS.t{!.rn of taxing undh•iii('d profit$, \\hat will happtn lO the 

tbou~ndic of corporations with t.'apit.l or $H)(M00 lo $1,000,00(), tmd 

with a arualJ numbtr of !i(Oc."L::holdtf'flf Our bftt ~tl!lll b to poinl out 

"llat. half bap~ned 10 th~m in the pa~t 8 yH~ Many of thtm ha,-t 

JfOone OUl Of bu"'~~~~; ptrll41l8 it WOIIJd be I' ffl!r eblimal~ tO SlY thnt 

at.Jn:st o~uartn of them ar. oo lon~~r in bu.si~nMauarf.fr to 
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UQC"-clurd- Of thtw that. ~tu1~l a l"f".ill'IC:Ulablt "'or-plu~ t'(mlparfld 
h• lh4• 1r n 1ntal. tt .. majonty ..:urvn"f<l But. ·~a&. ha,.. _l'ff'OJ'M ll£ th.­
,.ur ,tu. f .\ atmly of t~ ~_matler corporebons Will flhow that. ,t r ..... '(C't'J)hOIUI. lhf enure ~U:TpiU. or tbt III"Jl"' pert of It, .... 
;~han .. tf'el 10 1 .. 11~ th• oTe~ t'hA'lt" of Llle' rorn1.NinY and kr'lt-l)o 
m,r 

11
• J1 t10r and 1t.s .. mployutg .. ta[. Jn many C':&..._'" th~ , .. J)tltl 

tt.,..Jf hJU! lftn Ullpl.l~. 
So ('lf•ntn"tf" or coulJ)Iete tax bill ha!i tJetn \)~uttd by your eom. 

rnuu.,.., but thtc nurlin.- of ihe fonnulatl"d ,Jl •n lea\('tl; _room f~r ~ 
mm·h unc."frtainty 8,. 10 its .~ect ou -~!lin•~ tu.•der)UI man•_fold 
h~ 1 hal I •m afraid tbat. u\ .•ts aduumitrl'l.t 101~ 'cn1 "111 be obli£\'Jd ro ti\1 1 >ly UlOR" ik)·('fl.lled "'cusbio_ns" lht._~l wei'C. I ll, the "':C~'ti:""P~tl 

taX, ~.f1kh WM so cliftic:u1L Rnd w•pmct•c.eble Ill l ~fi. •••hn,mus~~auo.n 
tlt•t. i• WIIM fiunlly repenlt'(1. Only wutnne {\Oiitht JUni' JII.Rtlht'C1 11 

ot oil. · I 11 I ' I ( I Ji'ln~tHy~ iml •• .-.try and husuu.'.:61! $1011 t. ~"'OJ)('rtl t' Ill t m_ ormu •· 
t.iou. of any lax plan intended to IHl\'e ~tny v.e•·mlu.•~nL dm·nll?"· 'fh.e 
~mpluyuwut of l&bor 1111d tbe Yftgt~lrd.ing of anduld.ry I& u tm· 
portent. a8 tht riising of ~'·enue. • , . . . 

A j' oint. ltgillath·e cuuunittee. lll'lth repre~e.ntat•ou on lt. _of mdusn, 
and abor, with ample time. to formulate 1 t•umpnohtnPI\'e plan of 
untion, i.s ~lmendtd. . 

Ou.i,... is not yet .... dy in this Nation 1~ bo catalogtd hke ~·nea 
I" I!" It is Yital and OO<ISCru<livt. ~~ hutud..t lh~ countrr •• .••'f"fl t.,, .. ,~. Industry was a uajor for-ce m t}le country • t~alnuon 1n tht 
C1vil \Var and in tbt! Omtt \Var. It lS no tf"t8 potrnt toda1. 

The ('u•••,."'~- If 1here are no qut:5tions. •t thank you for the 
1Rforn1ation yc"' han gh·en the eommittee. 

Tht: (.'tuJuu.s. The out 1\'itoess is Mr. t'rank Jl. Uall, of Ntw 
Yo..-k City. 

( Mr. Holt did 1101 appear.) 
Th~ {'u un•us. ·n,t nut "·it neg is )lr. David Stork, of Ne .. 

Y~ork City. 
(Mr. Stoek diiluot •t•ptar.) 
'l"h(' CIIAIK~AN. l undorsi.Mnd that it. is fi:XJM,CtNI thau the~W two wit­

n('"""-"" willnp/lear this ulternoon. 
Mr. Hau, twesidin~). The next willl~ it Mr. Otty OleoSfm. of 

Uor-ton1 MuJ>o ... 

STATEllEliT OP GAY GLEASON, REPRESENTING THE EKPLDYEIIS 
LIABWTY ASSUllAliCE CORPORATION, LTD., BOSTON, JlASS. 

Mr. llu.t.. &••• your naune- and add~ and the UJ>ac·ity in wh~b 
you apptar. 

Mr_ c;lt,Alolll,, lly namt is Gay Gl~~~~. 33 Broad Stmr, ~oo. 
Ma~,. ""l'~ntinse- tht Employers J .. iabiJit\' ~1ran<'t' C.:wporatiNL. 

\tr. lhu.. Ho-.·auutb time do you want f 
\lr (;""'"''~· I think I """ Ani.b by 12 o>'ciO<k, tl 1L pl..,.. tL# 

<"h11nuan. 
'nl4' t:"n.Afh .-.~. We. eannot. reoognize you for n\Orf thin 1:; minufl'!-. 
\l t. (h.u"10S'. \'try well fir. 
(Mr. Olta,..•n ~ubmitted 1:t.e following sta.tem••nt :) 

,,.. t::n.;•tl •>t-ni Llallflll)' A-.'~'UrlliK"t' ~1onntou, 1.111 .. 1111 11 UrHI•h cerl)ltl'tl· 
U1111. fWfllhlllfCI Ia I~ II wa~ ttM- l!lrt~t ltt .. lnln~ ('t lll)!IIIIIT to •rhl' U•blliCJ 

l ( 

} ( 

) 

U.VESU£ ACT, ltJO 

t.Mo111.1M"l"' In t._.: l'nll"'"t f(rat"- In J_,. of U'rJC II wtlt lilaY't' bftot• f'ftOit'd I• 
IMftl.,..... t. thl" ftMI!bU7 fur GO ,...,., "'"l'le- f'l:llr'IJUftCSoo aew do~t• ,,.,-,., !<I) 
f't'M't*' t•f If II butt.(~ In IW l 'alti"!l Sate. aDd hu OW'ft' IJr.OOl) J~l .. aJM.l 
dtoM8fk' llfflf'll~ ........ _.., ot wtac. t.fl' ... n ._w,~ "' s '* so .. _.,. 
·~- "'''IMo Jl'10t"ft•l (1 ... of l.bt' ("((rpon.:UO. •• ~ eDJt'l"fl @ea t ....... ~. 
oo.toa. but tt •laJaln• achfor .. "''f ~ Ia Mihtbot. .,....... bJ It tn S't"W' 
York and s•taUa•ff'lJ.a.ta. •• ,.....,, aa w'\"rlWI b~ om " and •••> arw.,.,.... 
LbrliQCbol.11 ttwo l'allf'd At•t,... h #t~ ~~ to ,.._,..,.,....,, .. "~ 1 ,,,,,.., 
Rtalf'll cUl.-!al• •n-t .,..,_ l•ll-f' "Vnt..- In rict, ('OiiiQrJ, ~fat,.. atM1 PWI~ tOll tax-.-.. 

SUIIM.li:Y fW .. "'aml\1 J ~rm.U TAX£11 Cf' ("t 1m,*&'r!M' 111\I!Dt ,..,.. A~ft I t '(\' 
U•"klfVC A en: 

Til .. I"OrJIOfiUhUI jJaj• II IIJ-IIt'~ll tax Otl IIIII IDttlltlf" ftvn1 ) tullt~l tftut...,. 
lttt!'hlt''"'~• •l't••• i'<I'IIC"'''II11n ' " 1tiJ10 t~ubJ.-c•too to • wiU•Il~ldhuc t~tx «in •lhl(h'lll•l• 
p.lil IC' nOOrt'lllil(•fll nltfofl •flnn'h1J)(fe1'1J Of ,j ):M.'rn!n( pllhl II) hlllh·hfU•tllll IU\t l 
13'~ tlt·n.~•tll l•ahl h• ('OfJ)I)tl'lllon !OhllrtltOhlen.. l'llnrt' Ut~tkr l_tri1lllh '""'' tl~ 
t~lll('kbuiiiNM C'tHI llltW tllf\ ''"'"lll'll'tltiOn r{•r the ruu autount ,,f t lwlr ltl'fh'Nldlf 
wiUIOUl th•du• 111111 In f'l:nJ:IIIml, tbi• roi'JIClrnUon onnoc •~1Ut1 tilt' 1u: from the 
dl\'ldf'llllfl iltlll IUU.III lltl,.•th lhllf t•x on dlvldf'ft(l.. J~t~kl CO riCIIIrt"tid• IH llflf'tl 
~(OCII:hoklc'f'tl, 

t'mOLAI. ll'l'c-ow• T•.xn O'f T"n~ ('()IU(Jt.Ano!'l' t rvl'!l'ea ~m ltlt\"L"'''t• .\cr w 
IOOG 

Tbe cwpontlun DUllt r-.1 • 22~·1!etfttU tas (18 •U net 10."01114" fi'OIII l!llllfloll 
8taletJ bill"l....., plas a wllhhfloldlall' las oa all dl'ftdtotlldf .-s.1 ,., ,...rHkJ..at 
allea •rOt'lktH~It>,. fit ~}1- ~~.or a rout ••~ ot ~ l~t 1•-.dttle._ 
lliltrftO. Itt. ~rpo,.U.nu IIU!>I I!Q' tO tiM" Brtthh ~--a IU 11t J2 ~~ 
oa It"' ~~...,. ,,., ... all ......,....... IC hriuc a 8t1tblll ~~~ .akiN • eocal 
IU Ot Sf S)fr('fOL 
~~to ll•bllll.7 la~M:ra~ C'Oalpallil!e. OD tbt> Cit ................... bjeoM 1• a 

cu: of •l¥ IIJ l~t and (!)n"'D lift> tam~ ton~pa.lllft ·~ •-""" to • 
IU ot 16 Pf'""NI. )'IIU!I 1 .... Brfl~ IU 6( 2:! ~t. or • 10011 of 3f JWmiCIL. 
t'ft'D tJi1uu«b fillk·lll tbn-trn llf,. ln1'11111Dl"f' C"'On ... .,. a ... tJtM ~~~......_ 
tlletlOrt of IIUbc'<lmntln..,.., p. a., ••r. IV, , 

A ROC){£!\'T 

I. T.u4nOJif 0 .. I·'(IU"IO"''' (~'I"JO'fe A.~D Tuoa .SOl'fllDIU~C;.•T AU~ li""OflC· 
tiOt.ltt.JIIi U$110 ,-ur:· lh:n ::."'f lllt Acnt 01' 19;N 1o$U ll~ 

Hud1•r ltM" I ~W llll\'('11\W A•'l, IIJI IIUit!f)ljed ~· lht" ltt"'Y(•IIUf' A"l o( 11):1.\. Ht .. 
•·u'l!Oratlun Jliii)'M 11 l(rllthUIIC'll l•'•"llN'Il l lnoouM• Ut$ of 16 IJI't"t'f'IJI 011 tho!' 1111!1 
lot'Otu,• rrom 11• tlnhf'd ~I I'IIC.,. bU"flMW. f rc(l\'C"fflW AC'I 1 r IO:H, ~~- Ill. a• 
.. lltf'lltll'd I>)' ••c•, W'.l ( 11 J ot 1111~ ltt~,·l'nUt• Art or 1!133..1 

' l'hue ••• C(, 11'1 hll'OIIII' frtlJII ( 'IIIIC(l SUUftl bu:~-h.-, lbl" C'U'IM1rtHICPI1 l!l lf'f'llt.!od 
Ilk•• tt IJI)tnt~tlh.• l'llf1'10,._11QII, Whh rtftrtta«' tu ibl dlvldt'ltd& umlt!r Ute IQ.1.1 
a• I, fhe i"1t'JIOniiiOn 1'1 II'HII('I.I tt.ll tt to~~ 4:'1:.r'IJIOII'tUit 11 In lbllt lth~ltl:l(hi *"' 
•ubJ«tt'll lo ~ nornUII III.X. P'rf'n r.bou.•h ftlO~ than GO 001'\.YIIt of l~ It~ 
IN't.dt of tlw {"'•rlll'l'llll• u I• •lt·rlf"fd frOm tbe Uoltal ~rah!ll. ForiUI•rl>'. u ... ,u..-1-
d~onclJ. of r~hm ,., ., .. nulu.- dt'rlwlft« mon- that1 ;if} 1)1'"'~"1. of lh4-fr rr'* 
(11'\111111 fn>m t'n h'll ~t•IM ho.llf,.,.,. ·~ U('UIJ)teJ from ltOniiAI tilL (~ 
:.'G f a) (2t. U("t'ftt_. AM (>( lfll:r!.) 
)(~"t'r, UDfW tlMo lflCtt llC'I, I~ dh'tdt IJd;t Jlllid by •orft a t'\-rt~tonttt. tO a 
~lion l.oktfut l'lfltk uf ....,.. a f<lftlp ftlf'PC!ftlklft. wllltt...., ...m •Odl:· 
.,..~ r •u • .,,....,.., •. ,. f,,.......,. "41"'"'all('ft, W'f'~ uut ""Jrt'l t•• ••• f~. 
~ (p). ~ .... Aft ~ 1032..) 

Codfor lhoP ltt-•f"'•W An 1111 1~. «t'f.,.._ !3 fa) t!l of thf> U("ft«<• \11 -' 
I~ •u t>lltalnet('(l. aD'I •""' rd'IU'lr tbfo dl~ •of ,... • .:a a tltf'f4o ('Oir'l..,... 
tSo. dolq ,...,4" rblla 60 ~~~ crf t l~ii I'IQ<il~ Wl1l1ln thf- l'ulh·d lltt•t"'"' ......,.. 
~hJfottt"d to tht Do.,...,., ••x and t~ f'X.f'llll;.tloM (J( •tdl Cli .. N..,..._ t"'"" ru 
wbm """"'•('Ill tt) a "'"'f•f•nuiM b~.Jdln~t ..bar.• 1ft ,.b • fl1'1'4l."'t f'll•l"1• ,.,. ..... 
wu n-mo,·ed hr • dl8nln' In ....nlon 23 (11) of 1lH- RC'Tt'f!IH' Att ot 10:u. 

Uhd'T ""It'! too ItO fa) (:l) Ull ftf 1bf. ltf',~llt' .\n: "' JJnt, 1h<- ,JI,·I•IN1d• of 
• fon!tl'tl t'(WJ)(•f1Hihn cll·riviltX tr-11: llutn 00 Pt"~l of 1t11 l[l"()t!!le l.llll'fliOf' frtanl 
Ollittd 61JIIC. t.u..tnr. ..... not fltlh)N.1 10 IU ........... rtoC"f'',vto(l b)' ruN:"IJtu •tuMr 

Regraded Unclassified 
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.......... dw lO lk rac_oc tbllt ...... •M dHiniU. 1M dh1t: ..... Of_... a t..,.. 
ttn ("OI'flOf'adoo .,. 0011 ~~ t• ~~ ,.._ ,...rc8 •llhl• tbt r•hN ~b•lN. 
Ia dat a,w ot f~p ('Orpc.nll~ M df.r11"1..C aiOrt' Uuln 60 IJ~e~Trnl fA lt..-tr 1ro.. 
pr. ·~ fnillt t:nltf'd Ht•tN bu,htt-. d~ l!ultf!d Statf!ll UOW IHtul"lhl 111 ._.. 
• tu on (he tull a.muunt ot tt~r .u.-ldMdt tL'tti~ lJ;r uor•f'f'fo1dtnt •114"1¥ ,11 IOfArtJI of a toortu,.Jn• J)r'HUWIIIIIOII under tet1.koo 110 (a, (2) ( Ill (tblt '"­
• •hoi" or iudt dh' likmll'l ~tl't' d'"'IUf•d 10 IM> from Oult t'CI 8Ut.lc .. ~•n;"'l), 

'1,da JJJ'O(htctfl tl•~ I'XU'IIurOhl•l"f 11IIW1Hr"n wblda lJf lll'r~lnatu•r 11.10111 r11n1 diJ~•u81fll'CI. uamcly, IJ111t If 11 tur~l~eu eorporntlnn doin g 40 IK'I"(<e"lll of 1111 IJ\IIdne. 
w lthlu t.hC! Unltt"(l ~lalt'JI J)llfll •• dh•l!h•11ll co n British l!lllu r~boi!Wr, I I~ ltrll .. ll 
•harebold~r ht fltlbjl>('t to no tn'C thttn"(jn, hnt If the tot(ld111tiOn df.lftll r.a 1"11'1'\"t'nt 
nt Ita l.u•lnetWI ft•ltbln lht! l1nUtd ~lah..., the Brltlllh abill"t'ht,LOt'r l.t~ llilb.lfrn 
both to a non1.11 and runu oo 1h4" f\tU •1oouot or thi3 •tl~ldM1tl, tM'II '"-" 
4D ll'f'l'("tnt. vt tM dhh~<l nmlf rto~n bwal.,... don~ In t:nclu•l. ($tot 
appmdl.x A.l 

1-Tior tO lt.. s-!IMR (of 1M Ul'U ltot\'Hlot' ACC:. on W'lthbt:lklla• Of a tu • 
dl~ .._ n:"Qalrtd. ftfnk• t-13 4~) oltbe R~Nut- AC1 or 1011: lltOftdtd 
tor a tn to bfo wt1.batW • tlwo 1• .f10"11'-- or "'G~td aDd tlil'!tt'nllnab .. t~· 
.... to ...,...dftl;t lllka hHIIw-ld1NalL ,\ IJm.llar wUbholdW. ta.a ..., ..... 
vt6ed • _.. .. ,. .... u t.o C'OF'J..,.Iload br ~ 1«. ~ wtthho*'­
lf'OeCJoml bad IH""t'r ~ •t,till('f\ to dh tdtod8 t1~ to tbt t.n tl.-t dM1'-dl 
CJf rorttp COI'1'llmltlolllll doo1n• ,._ 1b•n 00 JW''I'I.'f'rU nt thtlr b1ld111;W wthllfl 
tbt! United: SlJ!tett w~. ll)' lhf ter1~a~t of lk't'tlnn :UP (fll (2) ( H), dmaM 
to tit htOOIDt' from (('""" IIOUrt'tll. """' tllf't dlvl.llton•lll ut d uiii(,.CIC' •" • rJ II)rn l~ll 
Anll •f torel=:u OOI"J I{It"fftltJOII doh1Jt more clum ::.0 1.erc.oem ••f 1 htolr l"l"lnflll Ia 
t hto Ub1t~l ~~~~~~ 1\'t'l'tl MII«''.'Uif'll ll)' \'X"NtliiCecl t rc•tu tbe wit hh(»dhu: l'rovillklnf 
bl the e:q•n.-. h!n•u• (If flet•ttnu I~) (h), whl••h ••xtlllllh"l fl011lll w l hliOI\IhiJ 
rt.'fl lllrt'lhf'U~ tlk' diVIiSi•n•lll r~fflrrf'(l tu In fii:>(1 J(IU :!5 ( R) o t l hf' lt"WUUt! Att 
of 1002. A1l h1Ut ~~~ &KIIIIIf'd OUt "bo,·e, l&"l f'Xemptlon of ~ll('h 1tiVI!h;1Ut;l frcu 
ltONI*l tn Wft.t l'li'O'Ylfk."'lli1 lii"\•Uoon ::01 h) (Z) of Lbe lC4'\'I!tiU4> Af'l ot IM'l 

Thto lleYftU'l' Act O'f ltlL'U ('han~l IIIlA .tHtAtiOo. AJthOUtdl It ill C'tfllr (1'0111l 
a .-:ndr of a.bre Wap~ ud )1~•u• c•mumht H reporua. whh r("(....,..k-. 1.0 ..._ 

Mldl-~ fA t~«t'- , ... , (b), t he- 'T"rt!uur)'" J:>rp.I1Dlt'tll bu biba 
f(rft'll~ An. or l{ll3ob ta..t (~ bad no hlltntloa of d"uudnJC tbe witt.- ) ( 

o.e .-rt~oa ,._, bt t•klu •••r tbt f"l:ta,ptt,o;a a.JlllJH l!llf't'tltlt1 %\ fa) (2) 
•ed 2'3 (p) or 1W 1~,,.,... An of 100:2. ~ f._•.htrtndtl ~­
WIIhtw.a.un.,: or • td • dh .,.,_. .. ld t~r tOI"'f!!m ~tkMl!l ttf.r'l .. tnc -. 
tbaa r.o flf'f""lll uf tMr """" ta('OftW" IWtm l'nltf'ltl Stilt~ bt~IPI"""' C~ 
arorlt"'dlx H: IT~ XIII 2 ('H 11. tfl.l 

Ttlf abo, . ., lnt.<oruMaJ. rnllnJ: lllfloldll ahac (lh•hJt·nd" .t""'kl I.e rl.aMIW u 
lbrd 1.nd (l(•ttormlnabl't' tnf't'om,. "llhlo 11lf' mMoln~ 1of ~·lhou U.'i (b) (If tbe: 
lt"U'IItlt' AM ot Ht:J..J IUIII •tWII dlrltl~'11•1.>~ ~~~ik:l loy 11 ({ln•htu f'OrfiOI'allflll' dOIIIJ 
n~•rt'l Ut.1u1 r:.o l"lt,'rt'(>ut ••t ''" IJu!\ln•'illl "lthln ahP l fnHt-ll l'(lnt<.,. 11m 1111h)l'<'1 to 
Lh•• wltbbol(lhiJC tii.J r•n~\lll1t•ll.ll t•f ~&~"'•fh•u 143 (h• n nd 144 ,,r tln\1 ;111 11IDl-.! 
lltuott illvhlc~uh• •-"' '" '"' lr'l•tll •~•l 1111 (•ullr,•l)' ('rom lln ih'\1 ~ht ll'll ltllllN't'fl 1mdtr 
11"1'11•\n 110 (•) 12) tH) nt ,,,.. Uto\·pnuf' Ai."l. o[ IO:W. • ud tl•••l 11n• no I(ICII'fl' 
tJo;e-tlll)l un4t•t· M.•.•11ocl WI C• •· 

11. Taa Rlt'\'01•1E At"n UP ltk.U. -'" AMK.<cDG, A~D TIU' l ... III"'OIml I IJCi4 Actl' {1'11• 
.ft'>nt.Y •"• tr~wlsO.Y A'1'1"1(W" 1'1l T .u A.UIC;.'f SO!ItiiDIDit:lT tol'nl("KIIOUIIS!' fill 
P'r.l...-..lt t'OilJoooa.,nU,.'II" 

) 

uvz:xva ._cr, JUt 

e.llil.t !Ill. ._ .... ..Ub.)rr(t.IIU' lri....tf co • rorfta ~ tu br l• .. t!IICia• I• • • 
A~O ('Cifflfll"tllkto wbkb IMPI:If!I'M!d IO ~ u.:.:.a. e-n ot lu lolbd:MW!l •'"'-d 
It t. mono ,...JOOD•lb •• ~'Ollie' tlwlc • t~au ~~~~ .. l• u ~· 
"-"'ftfi•RY would t• HR~t c:o btl ... othfor IIM'\'IImt trom Unltt'd sc:ue- 110a"""" cru.o 
to thf' tart th• r I~ b-.. .a..o•-n • dhql(.ll!jtlon Lo '"'""' lo tbt .eoclc ot All)flf'k•u t'Of'110rlllt luu• 1'1111,.o1' tbao rorrl01'111ftlrulln l1bo hollllt" rocme.r.r. 

Ttlol:t IUI••II .toi (IC•tb()ld('fll or EltlJ)fV)t'rw' lolllb111t,t• Atflllur•·~ Co. \libO drrln .• 
lt .... lhlllll $1,(.1()(1 <1f lllt'Oillf! f'ronl (JuJtE'!I K!Ah'fl Ml.ll'll'\"111 WOIIkt I:M~ P.Xtoftlflt (~11 llll.lC 
1111(11ot tJtlr Jln ..,.t•ut IJtW, 1'1~ J)n~I'IU ..... I 111(1(1 nct, tiC>V.f"t('r, l't'qUII'('fr lbt.t 11 tlut (If 
~% l~'t'ltl lw whhbtol•l on 11II1Utrltlt>11~ 1mld 11111 tottoln t"UrtKI4'•11ocl eu non 
rfll;lt,..nl flllt"JIIInll lbt•l'~IUrul~tr ot hll,.rn•l lli."Y('ttU I'I l• atnboTI~I tu .,,..,, 
nofnndli nt •uC'h IJ.IA!fllf ov~rp.~~i(l (JMr. XX III ), 

With noft"M.cP IO Ofhfi'or tTPN or lllC'Oow rrom t'nh~ St•u~ ••Ute""' vtbf'f 
tllMD diYkh-Dct._. lbe ~aoo.r tiM N!ltOUiollr111 ..... )qo(i lbe IUic,; of -~lh>\1 
• .,.._IIIIIM t'f'l11tk'llfN wltb lbto •ltbbuldhw ...... ,. whkh UNQltlOII ~lkalt"' 
al"f-' ..........,"ll Htono tbfo ~114'• •UC ...,. 11M' t._.:, ••t tbJoo {_.._.lllll'kiiM"f' 
~""'"-"' tl...- wlebhOid.t~ ~ tu r•r 1bfo wllbtM14.tl-. 1ax nn&T 00 .. ,_..,,. 
••IP tn IJt~lh W.. .. ..-a.o hly-,.. lnt\ ._. tro. C•llt-'d ~tatt .. Many. 1• ~ fir 
ti11Pt>:S:,...IIII'k• 

Wbl'll IT~ ..... publ.bdaed Wllh ,-ff'rt'IM'<t to tlwt Wlthheldlat ta.w tii1W"bS.U.. 
al~Ckf lh4" IAU act. a.be t•omm.l!WiobH NOI\it!N to CTI!Iil ttN' \lilt' of Ofml111oa 
('M'IIIIC"ffh"'l "lib reft"rftM"'II! to lhf. LU 011 tti .. IM1MI• ud ru.lf'd I hat lbf. Q.nl)' "WJ' 
thll l "Ucll .... u.u lO!Ot'll':hOidi'NI t'UUid """-'U~ u .. -., ··tttorn lon Wall bJ' Olhta •n 
h•t'fltnt""bUI l't"lu rn ••nd (•blm for h"fuutl It 111 l'l'f!I!UU~IItata t the Oonlllll-.lot .. •r 
wilt '""fl aa •llullar (XIIdtlou uudt r tbf' ::.l\o(,•\lf'm'lll wllllholdlng lAX under Ulfl 
tw.;II <INIC'CI 103(1 hill. 'l' hl• will tnt'ln tllitl I l~ "'''"ll llludtii()Hii!I'W. who M,.. 
IUinaiUNII)' lltlt):jf't'1. m no Ulllllld SIMI~ IU, llliiJ' ltne ZlK: t)ll!n<ent or U~ll' 
tltVIiknthl Wll llllf"hi. Mnd lhelr only re(lrf-'tll' Ill IO JC(' to the lon,ll', f'XIIf'fJ.-~IVt ltfVil:'fN 
or nUnlf I!)('I»J'""'" retu.rns tdtowlnx no ••.s due •nd a dahu tor refund. 

To •"• • f Orf'1.(t'IM' lo the sw•ll·h~ tt•-. who hll• no kuow~ ot our 
lnC:JOollloe'fiiiX ._,.,.,._ to mate- up a C'QI\lt>ll._..tt-'d Anlfrk'IID 1n· ~un1 and dalm ror 
rt'fund •nO r;v lhructtb tile twoper ~ure eo ...ru,... acadl • rehi.Dd 111 f't'l'­
t•l•11 oni"N...IINNble. lo fad. It f.I)Ob Ilk • ttt.r attftllpc to •rbl.mu1l.7 e9U«1 
• !::~·••n·••wu ru ' "-"- hcb e..all •onttGto...,.. wltlllflot •DT es-~tklll 1M1 
thq wlll ""' tll-'f bwot tlM! fnOIMI1'". 

.. TWt ~ .. ITU80UII$0 TU O.'t lln"'K"fN tAg fl't tWaG!' C'OII-'Oa\OU,e 
Ill ('O'fR4•Y 'tO 1'lllt f'SA(TI(ll£: W SIIIUT II.IT.-tlf A!"O l !n'OU"QQ C&.\\'a I~ 
"'""'10"'• " llllfnn .. "-nm 

Uf •("'o(WII\1 a Z!%·~YIIl lU on .. u 1141 IUI"'tll!l! from Uoll f'41 tilllll ... bU,d• 
n,_.,. and thr.on MHem1Rlnr to oollt-..,. • ll.1thholl11oJ ta x ou •U cU .. h" •nll• 1111111 
b.1 ft fOn"lP ('Ofi>Oftlti(ID tO IJCJIW'al: .. l~t ~tllf"n JCi)l!k hOI<leni U)p UniWd IS .u,. 
Om~or•mwut La ret1lly lmJK~~jhiJ: (loubl t hi'(IUIDil, whlcoh 111 unju81 1md tl!.;IM'II'III• 
tultM,V IUl(l Will r\"111111 In lnl{orntii iUo iil t~Jill VIi•'fl tiOtl .. 0'"'' tn jrriU('II c.o;•nti.'IMttory double t11X11IInn. ton•IJUIE'nt wlU not v.'h•b ' " tu~~ 
In Atntl'lt'iUI l)ttJ01m-. 1111\d the whhdrt~W.I nr the t•rtre run•IJCD fh111nclal •u111Klrt "r our bu•IIM~ 'A111 have u •d,·enac l'lf f't"t ou dolnt.'tltlc u M>ll a.e t~rttll' 
I"Ur~tfOilll doh11r b1d'llle@lll ln tbt. Ualltotl ~tate.-. •Dil mar _...II ba"e • .. .,..,. 
,,.Jlf't81fln¥ Ml'toet 111100 oar .eeart\r anott f'Olllm!l(lit.r mart n... Admhk>tllr. t or­
tid t•'""-'11'11(-'nt• ht lbf> Caltfd &•18 .,,.. ,.........,....,.._. •ftd lbt> pt'fdJ)Itaot W1"· 
d,..,., at 1~ n.adll eauoc btlp bot .et bid: thft "-"t'tf"t'I'J or ~ klet• 
llftiiL ll~r. t~p ('(!Unt rlft. ...-11 u 0,...1 Hrllala. W'bkb do DOt .ow 
dlolltf1•1Mif' apiiiiM ~ll bothM"'IIf aDd A~D ID...,_,Oill. wUI • ue.pl 
rrtata.tot'J' ...,.JIIU"fll whktt mar ba.., a...,.._. .««1 • oar tordp 1nde. 

11M> lltiU!Jb r"e\-ea_. •t Prf!llftlt do8 ..,. altftOJJil •u.t Jl8dt -.liar (OIIfodkla 
Of IU:f'fl <•n dl 'r'ldf"nn:ba Jlillld b,) A~ric_.._.. torttOratklb doh~,K ba.51MW La Klftll•n4. 
N;•r d<l\"'i U In f•ct altf'IUIJl to t.'OUed tan..: fiQ Amf-"rtC'all Jiban-bOiden to 01'1\Ub 
Nrt~Vr•ll~tt•JI d(lolllC l;uHln('¥11 h1 t:u~~:huwl 

'rh(-' t•f'f'li4,11 rat~ nt Urltll'ib lnt'OIIW tax un cvri)OrafiOIUI Is •PProxlma tel)' 22 
JW'I'CI,IL ' MlN'f" t)ij, t~U"-'N'~-r. no w'lthboldhuc 1u: on dlvldenllll Pllld to atO('Ir:• 
I'Oidrr'l! In t htl IK-'111111' oC the wtu1boklht" t.ns an •IIYidtorida IUI.IIer tbt JH'Opolle(l 
Ht ,.cuu•• Al"' or l~l. 

' l"bt1 Uri a 1•11 lnw pro\'lli t'if liUJt aCt~r h11vlnr l)llld liM!! rorpor•lfon tas (of ·~ 
if.tt).:CIIti.lllo•IJ' :r..t l~t) LO the UrhlNI mVetlut, tlw t<H'a)(Jr&UOO ro-., withhOld 
a Ita$ •• liM'-' c•urrtot nt.~ (1. ~ 22 1~1) fill f1JykJf011• vatd to •tockboldera 
In tlwo l''llrtiflll )'t'tlr, l)r.c:tlei' IIJ" ,pea_~~._... tbhl rt •H1 amooata: to a pa!Min& oa 

Regraded Unclassified 



p( .. l•lf't .. oft r f ,,.,._ r'M'IIOrlllf' IA.X Tllf'noo 1~ llO t"CC-.fllifiiiJIII ........ f'Orplln( ... 
In .tat,. Ia lt. dh'ldf'ftll """lantkln tUt a taJ' WU .. Iori al ....,..~ ....... ,._. 
•till«! ., ... ,.,, ldft'OI ,..,. a-rpn,..Uoa tiM" (llppi)II'1UbtiJ' to ta.oltftt" t.o 1 .. -.,... 
~~ t~ tU M tbP ('Cir'piiW1II'-""'- l_..... 80 dhlttlball'\l 

..,... t'of'Jiioftt•-. ttann.: paid lbf' ~t tn, *""- not wtthb61d a t'UUrltr 
22 1 ... r-o.,.,.t t•t t~ thp dlrlltfwh aJMI s-,... ~ ....... t .., wttb~l t:o tiW' 
nrtr'-b c·,.....-. maklft!C .. aH • •• 1~1 ta.s. wt.ldl W'(llllt.il IMl "VttiYatfont tot..,. 
I rootl'..,..l r•rrt"lilltftlllll alder tb(o Kf'f'f'I'W AC'l of 103fl T'hfot1> bl ja"' .. .,. ta• et 
r..• p--f't'f"'al t•kl. '1"tW' 1\tlfW. author1tt~ Al"f' a~lut.-1.)· ·k"!U' (Ia tbt.. Pl'!as. 
\\'b.-n tfw• r- 11 fll'''1 t•Jll u~ 221~ t-. Itt tltt' ltrHitih ,. .... ,Of". II 111 h 1 .. 
,.,......... t•)h•l a 111x nn IM'tmlt fit rtle !dw~ho11tt',.. • ._. • tt\1Uihcoklln• al!"''lt tit 
('If ll!f'f"l a IU fruUt lbl' fhlll"dlft1d("r. (1\:00flt.Um. 1'1)(0 J..-w Of f l'lt'Otl:lf ...... flfl. 
~'00 Z:Ol , 

1"b~ Jtl•f'ntiJeoiH• llimf"lt-101' Ubdci' .-·blc•ll lhl' Urfthdl 0011Mlf'tlllon I•Uil'IIJIU IU 
tti'11Wt a tna In tlll)'lna the- m.-ldHtds be menob tn lnfllc•nlfo thr IUIIMihl nr Hn• 
dh'l'l~•l\1 l hw"m" tlfl "''llll"h H1f' Brttl5b flbartohOI(Ir; \\ ouhl IM.• lh1blc• for lbto . ,. 
t'flll1'11 ~11r11tll' f(orrm•rly ntllt"'l !i:tll't'rllt JI nf ( l "'-""1 llrlt11ln . lr It 1'1111ff'~U 
will! 1'1~r,1 lu ~Udl flhltlr·ml dffhu>tfrlll 1111 IWI IJUtll(' ht IIN'hlrhll( Mid t•Jhll! 
th• '' ' 'ht•·nd 1111• JIIH•rt>tl.,l<lf'r \,., 11111 II(' d(."'"''" ' lo h ln't• r~'f·hf'tl 11 lltfJh'" •tl•~· 
1t,·n•l ,..,..,111 ll;lfl t•OrtlflrlltiOn 111 lhh• w•J', flw> llltltf"nll~t wllll rf•ICllrd t;l •lh~k>n• l 
dNht·il''" ntit>miN Oil 11 n>llt"t ''' Lbe llflltn!b(•l•ltr lllntl n01 "" f• f"l'll dt't1uc-llflrl (It 
t• w •bh•h \\'ntllll ll<f IMihl h)' ltlt' ("ltP"rllltl6 n tO lhf'o Urltl-lt l'iWf'IIUf" 

'111M Hrtll,rb hM'Ome lll:r~ IWihl !'I)' • OOI'I~nltiC<It Iff thf' llrltll'll n'\'f'hUt>, lr. 
111 r ,., Ulli{'ll paid ht lhf' f'Oflll>ntiAln •wl Ql)t t11J1N 011 rlw ~>b•n iiOid., hu 
..,... .. tll'l'lfl ... l b5 our nwn Ft'fk'rnl f't.nrt• In ('OI'ln('('lf.on wh .. • l'lt"t••f'nlfnllllbt {'J( 
t~brtbfor •tlf'h tn.,.. f'OI'I~Innr" turel.n t•s c:no(llt or ttw- Mn-lfl,.llon dt\lftlo 
t.•t..,_ 11!1 thfo (rnll~l ~lalf'!l or a r~tm ,.,.. 1"1'f"'llt nt tt\4· ..,.,.,.,.Mt·•tr t$t 
Nrl< ., I'VI~• ('o.. ' ""- ..-. w,..... .. c.<"~ A.' Ual1 o. 103.11. TA .... •1 f2• an 

1ft lhAI ~llf'. lbf'- ::U fldl'nt; tt.tmkom {'o., In torllfiiUhiC II• .. .._ ~~ 
•ni•)N"t 11'1 I"••INI ~lAtH ~ an-I ~t"f'!!II!HII'('ftl$ UUl~ rt.-lllM'I'I A ridn ~ 
tW..,.. t~ t•n-- r-kt to Of"t ltrit,.IA. "ftw. S.I"N• t'lf lf'll~rftal It~ 
l tiol. IW t-Il~ ll'l•t Mtt"h Ia~ W""t In tart hXf'lll M tiM'- •bfU•f•hnl ''" allll 
thrfof-fM'II' .,.,. • .......,..,., dfdurtkoo ttt br- takPn hJ' .__... f'Orl~l..,.,_ ~ rt".rt 
""""" , t •"'"'' ~-f"r, bftd ''"" 1~ ~:r.._ ~ hi fat" ,,.,...,.. nt thfo ~ 
ratt- a ll•l no 1 Ull"f"Ot nf ttw> tl!lttf'Pbolllfonl, and lbal t.hf' ('W)n"'"'kw' W'lllf f'Dt1111Pd 
tn '''" 41f'o'hto"t l· n The> flooto rtn-;1 r.( Ju"'lft ball •~lC(' 1 ,.,,. ~tdhn &1111 
d'•l hl•l "'~,....ltht> f'1tM' tn tbl> t'nllf'd ~lllll'!!l ~tn'N'mf> ()l11r1. f~ ,.,.,, ndlr ('I 

11w lhtt'f'tttt *' lntl"rMI llt•'f'ntM" In tho> rtt•fO ,,f llttt'JI nwtf' Jlllfdl,. If ,.,_. 
Ht l••~·_,.,. ((I M ll T. A. fSP.J-ot. M. lftt'}l :rt U, T , A. ., , IOI•k ft rlf14tloo 
1"'1'<'"'1111 tn tlt1tl V~b l.e·ll II hat1 lllken In the ~t. II,.,,.,.. t•fotrolrN,_ "" ,..,. flfltJ 
t llln""'J I hill tiM' tax WILl& In filM a I'• X C)!ll lh•• (•Onlflrltlktl "1111 II~ II 1111" all 
fhf' • IIIU'f'hr!ltt~ ttml, t hf'rf't'Ore-, lbtll Mn<. IWidh'~ fl lld I M 11th r 11t'tltlmM'r~ WlWl 
"'''"' Jllu•r•·hnl•lf'fl' In 11 t<m>trm ('fll"l'IOrftfl•rn w,..f't' nrot N il It&t'! I 11'1 11tk4> ht 1hf>fr 
t't'1tlnt• ft ,.,,,,tit rnr thf' AA"i''l ll('(l tt•'t rl;t'(ltK'If'tt lt l '""''~ b\• lllf• flri!IJoh l"ttftiO­
n lfl• " ' 'rill' UO\It•tl nf Tnx Al)~l"' twld lhnl tft{• filS: wwuc 1rt ft1PI 11 ll•lt ~n r lw 
!'llitl•lfll llr•rt IUII'I nllC 11 '''" •m t he hulh·f;ltlttl ,.tull'('ho li'h•r, ""' ' ftl'f"'inllniP'h tbr 
i'hlln•ll•llfkni w;•rc• nnt t'ntlll~l u• tllk4' a''"'~"' rnr lflWh '"'"'"' IIIIJlK(••Itv •1...-tnr-tl'll 
In 11111' h•• II• .. •1h•ltlt'n(tJt. 1114• ll(fll(/,- ,... ,.. l'f'l""il o\fl thf' ill\l•h·l~n M thf' H1\ll1'1f 
1<1111tl'lt •·In 1111 ronrl In llw .,.._. fit 8t. 1/r!t•'fu l"r-tr'OII·•~ {'o, fAd., v WrlrA. 
fllljlll .. 

II I• t"lf'11r '"'•tn lbfo fl t.. •Yf' rfth1~• 1~1 ntn """ '""" ffilll'l• An I '''"" trnltf'IJ 
"'• '""" n •• rct II( Tu •'' f'IIIOCibl ~C't'fl .. ''"'' ...... Jlr1t!Oib '"" tnl" , .... """' hY ltw 
"~'" .... ''~M~ ,,. I~ Rritl. .. b f""""'!tftf" I• n« a w-Uhholdlna taY fn ti'Yid~ _ _.,,,,. ,.,,, 
,. "'''"'t""•'"'f"il. 

'''""" '~""- '""""' I ""'"''"'" bt '""" Hritl'•h ·~··'( """" PI\ ""' b ............ ,. ,.... Tiwt "' ... k , .. two f, n•od ~ '""" l"elff'lll Mllftt- ltC"'I'Nt""" At1 ~lofla 
11't ••• t~l fm. arNtr.r1l.J ~th•c , .. , If"" AJIIM'kooln l'fof"fVVntl,.. _.., 
,_,,. tb•a "Ill') l~t _.., If• .,._..M"'Ill In F.l:ldaiMI. thm •II ftt ,...,._ flh•kt...t~ 111td 
M • b • ~tkw'- tt- •~I ,. two ff'Om II• P'.nrll•h I•U<lti'M"'• lilA •• te 
.,.,.,...._, ' "" _\ .. ...,_ .,....,.. """"- •f .,.. ..... ,.,. A"""" • ., ...,r.- ... , ... , tr• • ltrtiL__, 
I~· I'AI: f10 t""" 1~h1dO"'ltllt ,...,...."""' frun. ~ Amrrin!ln ('(of'JIO"'Il• ,, ~ 
a I"''MI•t•-«~ •~td llll" H~l artol,.,.." aDd f'tlhlnt,.,. 10 tM t'Atl" •t~<~l ,...,. Ia"' 
All f' ll1 •·In'" ln\'MLDtk!n ot tbf' Rr1tWI hl4"'0t~IU t•• b\ f'flllln!W'I M• f•llfol1 
' " 11lll'l"'oo;fl • .,, llaf'h pf'Oifl,.an. Sath • n A-'IW'rk'fln ~raU••u dotnw hftlrl,..._ 
lA Dtrtan•l I'II.Ja M1.J' the t'Oruort:tlt)Q tu (If •flld'lll"hnflt,.l)' 22: 1~,, nn thfo 
bl't IM"'ttloft from 11111 Rrltltb ~ne!'l' 111nO tbtn f!a)'ll II• dlv-lll("ndc (rtlrll u, 

) 

) 

t--.ltfd 8tatN ....-to 11.11 l'"•lt@d {lutf'!r !ft.n~ Wlthl<:t ••.J' •totf'lart .. ,.. •<f 
tas ·• tht dl~ C\!onal.t) It C..lllDd oo:flottllhl aU~JJ( ••n • ..,.,. ··~tt-. ,., .. 
.. r *•'" ,,.,.,.,...,..,, • oukl ~~eo tl_. t. C'Onlt.a.la.lbC •• t""' to 1~ Urltb411 __ ... 

fa r•t't, fiUr Meal!!' llf1•rt...-t t..• • • ,.,...._,. ~~~• 'A'tlll C"it ..... f~a 
C'(JUatrW- ln •n ....,.,,.. 16 ~~ trHtiN a.-ol~ dwlJ44. tant• ••t IIWo 
~h~ MtklNltt ol tbe f"'IIDbif:8 lhTOIV«l. (~ F'NIWO<.&.IDoHinlM Oolibt• 
'h_slnto& ""-IT! ~.OOYNIIOQ aM Proc:~ Dftwf'tll Cnltf'd Atat"• hf A..,.Ticoa 
ud •• ,.,w. •lXI""'' •• r.n. AJ.r. zr. 19M;; ,.ttlh!.J br eht KI.'Uat• or the 
Ur~llf'd 8laiLI:"' Jun~ 13. 1lm: llf'OC'talmtd b)" W l•r..,.hlt'nt of tilt' Utrlffd Kt•u ... 
AJPr, )(I. 10M l l, " · (Jo)l'fMUlH'OI Prlnllu~ t>mc.of.. ~I) Si-tk"tt NO. ~) 

Ill, THI: I~ICJI Utt.t- flllt('aUli!'ATD U"'f\1kLY AO.Ul'llft • ._IIIJ:f t41\l{'lC 
I , IA"tl ITY' ""'" f'ltv. l!tiJUtt.L'th: (."(u,.t'A/LI'IDl 

Ut'('OtutuNith•II•·H I ' ' fit I hi'\ liiJIIf'VIUitlluee n110rt prov-ldt'IIC 1 hnt 111"\tMI Mf! 
hi~UI'llrtf\• t-'i •ltl l)llllii "M (Uiti!UIIf llntl ~l()f;t, . tort-4JQI ttn(l dt•IUt-'1'11«1) I~ t'YI .. tll}ll'l"l 
trnm lilt' l(f1HJUIIINI J~lll11 UM'I)I"~I lllltkor ttOOfltnJcndiiiiOU I I IUHI 1)1• MlhJN'I 
10 • t11a or 1ft IX'K'f'rH hl !It'll or !be Jn'lhhlft ll'tl rst~ u n<ll•r t-JCI!IChiJC lnw. f'tt,111 
1b111 rortltr:~J 4n~ur•n("~ ('Ottll)llnt~ otl~r than 11r~ ttnd othf'f thlln tlliiUilll ~ 
nb__koet to • l'ftle ut :!2\-i 1~rttnt In Jleu or the lf"'du•t('(l r 11 tl'll. 

It IJI IWt'fi.-rnt'tt tblt lMUnltlt'e tocopa_nlect In K\'!Q"'tll w~ t"l'ttuJ)INI l'!'otll 
tbt- JU'UIIOHtl lfl'llriUIIICd nlll'tl On aml~trlbult(l adJW!tMI btl IIK'O., dtW' IO th.­"'('1 thltt ln•ura•~ rotlt(llllnt.... hr Jaw arn1 br the <r'H'f natul"f' of ltwfr bufhl..­
Dtaat ~tmul•tto t.u~IIWiil •nd "-'*"""f'll fn.r tiM- prot:Mit•rt "' tlw-lr poiiC'f~ 
~ttn. It he ilubaltttfd that the ,._.$0118 ~YI"tt rvr t~ t!ll t"ddtli4!en •pt;lol)' 10 
tt>rdO ~ .... tiOM •• Wf'll N to ~tic- C!lltpOratton... No UplltMUtiO e. 
~ aDd In fac't thtft ('aft bfo DO flii:Hd l'ft!lilft. ,_. diM"rlmlnarln., ... •••• 
ll!lbllllr and 15,. lnnra.w. ('OIIDtteDies lrt r.YOr ot tOfttJ:D ur.- tn_.u"""' f'liD" 
.,._.,___w. Dotlt arY tob-"'"f'd te 1-.M 1llliDI" ... tft' ~ Of &atf" .. _.. ""''' 
m~ to ..,.tine IUddLe- reaf'n'ft ud -~ NOr ba• ab1' """'** ..,.... 
ad<ralk't'd f« di11M'lm1Datlttl: bHWl!ftl clcmortcl(' ftre ud IJabUit.) In_..,.,. .. NM· 
t......W and r~rn ""' •nd 1-.a.mrs Ja. ... li,.Mt tQm~n..,.., 

U tk....,.....k> ftl'f> and UabllltJ' lrum~ .._.r-1118 anol ton-t10'1 lfe'ldr 111~ 
llt!IU.ra..._.,. romt•ni.4'C .,.. 10 bfo rlaf!ed Ia t~ 16-i:otrn"t:~t C"la-. II•''" tvrf'ltm ,.-..Mt 
Uabllltt and ftt1" lhtiliN Uc:'e {'(ID)J"IIlnlel. Ehoa.ld ablo 1'11" 1.01 In Ulf' tfo.-t'f"'"t'"ll rlll-. 
AJ••rmUr the I'Ok- I•U11:JOW fit t.he t~drr••·• ~"" nrHJ of tlw• 1..-;ot._._ .... 
fllllt~~ In lh" tof'I!OI'ai l(' ln.Mmt't t11.a wttb reff':l'f'lote to ftC't'\ltnuiJitM 1'11Mlh•~ l.!i 
to f(lroo ~~~ fh.~laNIIIon or dh·ldf'lld$ and tiH!t'eltr ~~~-- 11*'('1 ttmount ot 
I'IJrla.X ('follt'fl("'l f roth IIW it10C:•kbo1dPNl. lnltiJI"'Int'l• C'OIIII .. utlt. .. loi?IIIJC \IIUiblf' HI 
fti"<tll~ OUI l hfl full 11111n11nt ot tiM"tr f11rnhtOI. due to rt'qUII'("'tH"tthl 11r Rltlfo• 
IJIWJI llltll lll(l "•turto nt lb.Pi r huJCln~ f!houkJ not bf' J111hJt~1 ' " lht• l•l'vtiA.IINI 
III-X lltl Ml.'l'Uil\Uhl h"l i'urnlnilf"C. It eiUUIOl ~ 11<1111 lh~tL tiM• :.".l'l.r•l'-'n'i•tll rill'" 
ou f•tn•'tm lin hUll~· ftlld nr~ 11Hilmlnl~ t.'(IWJ:otnlit.'l't will lndn~· t h •• I'll,) h11t (11.11 nr 
o!l~hlflllbl, (hi~ 10 1111' f11<'1 lhlll th!JI 1'111~ lll U(lt 1'1 till(' Ob at\.'tl!llllllll~l f'ft i'IIIIIICJI. 
ht~t I• n tltH rltlf' Ott th.P flttll ro r•f't ln('C)r»e or tl~ WrtJOrnlt"ll wllhotlt "''''"'~nt, 
to wbttl••• .. or "01 dlv-ld..,.d.jt, 11re dt.dnred. 

It I• "'tlmtllflocl, tht•n"tore, 1ba 1 ro~t~m Jl1ot-k lbtlllllly 1u111 ""'" '""""'"''"" r11m~ 
!)lull~ llh'l1tld b.• plnt'l'ft In th4.• l~nert•••cn ti:a!loc uotiPr n"'t~tllltlol'fl!b!l Wn 1 \' 1wt1 
,_ob.Jet'ted II) elw.• l~l'\l~fC'Mll l'llff Of lllX 00 1\11 nH lllt")Cflt' tnMu l'ttltl>1 :lt lh"" .......... 
I\'. TtUI i'IIOf'Ofi"U ~_: .... J>ncTn' W niiHOI.Of"CG Tu 0'\ 1'1.-.-u " 'ftM I' uto • ., .... 
00~ C'oa..otu1'f0"'J 'IU SO"CiiDflllllt.'O" AUD :O"TToelUII)Uo::Jil.'" \..- IU.tliiAI -' '~'D 
ltn n,. h,_.?U'n.,,. 

\ .-t'OI TUJ',. ~ IUllUl. 

-.,.. f't'('l('tlt lt•IW'fiDf t•.-rt dfd.8kcr ot B•,.~t <r, B,....U IN l- t\ To~U 1•·h•lt1 
••t ,._,, alta.o.dl IIILf: ('OI'l.flltmkloa d~ nee 1~ U•dtac.._.. (• ebfo Jl"'f1' Jl lld 
Jur&..ut1:lnn or ()Mllf'fllllt to tii1C uocu·~ldtot all'l'fi'A. tiM- n•l· "11 ••f lntf't'ft,..tlot ••1 J,tw 
dO.illlllOIIII" ~i~Uth lhull•t.,.,.._ "n~ ralftt In tilt'·~ •If UNIT.,.,. •tt1-mr~IM'd 
bJ' tl)ft C'tt!'tOIIIJI •od Ulll\~ ~~ f'h11114"d aaU®-11. (~ AIJI._,.lltlx ll! 11'C' 1'•41•,..., 
ILibuL J 1n t'. M. 017, a t p. 100 : ..-e appendls &. ) 

Thf' !(U"Pt'f'll ... f"ourt kat l'f'lldlledls a.mrotofd th•• l)r<•rw-h~ll rh•t ,.._"" <'on· 
lltllutto C'OlUJ~)811tlon 10 OorHtuoem for- protf'C'Iltlll atrt.»nled tl> 1111 tn'll. ,UI:f 
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tlw JlVWW' aud JD:t1edloli:~~~ to ..... l..,.tlof'9tl aphHd: ...,...~ 0..Pf'olftll11.- "' u"' .n-..t llu ii"S'Itoeled 10 tiW rllf"r'lliOft (of thlo lupll)'f'f" (dofo 1•1 hl4 l~litV .._... 
•r cltlt.f.ftiiiiiiJ'); to tW pft'tJ'ft1J ot tl.ot" ra.-r-Yto!; or t~ tbiP J)ef'tvm.._lk't vt "'• 
lr&l1 .. Of C'IUT,IO# 00 uf •t.1h1tlofow •hhln tl~ lnJttcl !5>1UI~ 

T1lt' 0011tNtcknt •II~ "'ockhokiH'II of a tut't."'JCU t.<urponuluu tl••ln• IJ~o~·lllll!olll 
-.It hln the Cnltfd :i-t,. lett. rt!l._,.VInar dh·ldtndll •• 111.- bYLUt' uffic.'t! uf II~ ••v•'l.JI•I'IItii.IA 
a brOIId. dC~~:laN'!:l un fll••f""' v r llh-c.•k. th., t.'f•rtlrk .. h!ll rt1H't~Utlux v. hlt.•l• tlrl'tl~t<l!i 
fthn~t~d, tu-e t!UIIrt'lf ctllh! ldt~ t11~ Jl~rljiojllrHon 11nd J)(IW~r ot Cut•~rf'otllf co uu Utld••r 
n H ~allf!d prlnd~k'.uf l tlh•n••thiUIII 111w. Such Umltttllou '" t't!l'Wtt\1-a.'ll b)' 
the Brt~ f et\'t.'UUt> ttlU.horlt lt.'f !Utd I ll\') hlllk6 flO rltlf'lllpt. to lmpo~ Ill~"*' 1.111\Jilor 
11l11d '-r Cirt'IIIRII(..UHII. 

Tl10 foteln C'OI"lK"'IIOn IIMll Ulll,) 1M" lii.Xl'd bt'C'atl!le It dWII n'a'he IIW'l ~ 
lt:'Ctkloo or tbt t:nltf'd t!Uiill('tl bt ..... t>.J:Itnt tbat h tondUi.'Ul bUJIIIMl!M Ia lith 
t'\IIQIIt'l'. IKIL tm.k'l!llf tbe hLenlll)' or ~~~ tor}XInttiou ud lbal of ll.fl Jlw-·tbotdtoh 
.,. t.&H'OPtrl1' IIIIHpCI lato ...,., tN !Jtorkbohttor •loel DO& n"{'d"• 1~ llnftc 
.,.f "O('b ~a.-.. 'J'Jie "'*~ of ba. dl•ldrnd '- the ~ uec. q f tM f~ 
Cllif'POMII .... ......_ &all ll '-* Uh'CIII f<w ("oocrft;; lO IJnl,._ a.Q" tu ._ , ... 
IMof'J tbal Mdt: .IOIU'ft .. WS.~ liM UDitf'd fScalet. 

\\'1118 tiM UaUfd l5tatftl bra~ 4llllrt- liill"llllb huiMb II> W. bl~~~ttt ~ ut t~ 
(W1JOntk.- to J..Go6oa. tts.oM- twKb •"'-' -.lnctf'd 1rttb lbt uoti'M>r fuhtbl ,,, , .... 
(lhl1~etnUoa a•)d ~ 1hrlr lih•ttUtJ •• llk"ttlhh" ft\'lcn Ua.ict>d 8t•:ea !!lOUr\...... 'nau, 
wbt·u tbt f:."'l"J)JnOtioP In I.OOdoD. liUf'r dt't·t.rw ami l;al.)~l! • d1Yitl4•elil l1 ._..,rtabll) 
UULiutl bt .. id Utal tltlJ llll)liW'111 I• n'('l.•l'fi"d b)' h .- abllJ'i'hohh•r• frvtl.l l ' nltOII 
Iii• IN li00f'(8, 

1'1.t•l'tl t,. nu l.•audt dllf1h14.1hm tlt<CW('ttl cblli ..-JtutttJon and Uu• •IIUMt hm • ·1•1<'11 
would mmh If M.tUI~It'IIU8CU* I!IWJUid tttH'IVJ•t tO IU tiJ(' N0W J cwk tHltdChu.lt.lc•rii 
vt " Nlt"' \'~ric' I'OI"J)vrllth!ll (IU alii dh l!l{'ud;~ 1w1td by lite Nl•W \'01 k I..Vtiii.JI"'IIIt~ll 
In Nc•w Yo rk. Ofl t be arn11.md 111.111 tl111• Nl'"'' \' urk ~q~ratlou watJII u llltk)rlllll'tl 111 
('IIIUIUC'l bu&1u e!iei In lJU!IIU' hU!o'.>f l.llo ll lld !lhl C.'O IUhlCI II tiUI~Utlltllll purtlnn ot "'" 
buldne.~~~ lu H•ttt. t~Uilte. w~~ \'\'t_•r) ~tlutt or tbe Unlob tv 1-..aJM ,.JmiiMr a. ...... 
It .. ..,..tJII.r appa~ttt wblu wt1Uhl 1 .. 1'1" u h) tl"' COI"J~Unllvn '''"' II• ~\il·i 
ho)ld.,.: •IJd flmllutr •·l"r~ t\1."'7 , .. tl.oa ot the worid to IWIMW fn•-. Ulw tlw 
.,..,... ~ .. QUI!"'tloo ou tlw !lilldb<lllch'n rtl ,.,..t..,. c .. t1)1Jf'tllk•u tlkll 1lkl l.u ·U......, 
Ia aQF MW'b aa~kta. wu•·*' nopn.l t.o 1bfo liietlkd Pf'(oc'lpiH ot htt"'"""'" a~~ I tn 
1•1-..1-c f"fttridt.o.IJ w. ttw J•rklodlo.11"D aa~l pu'tll't'r to tu::. ftorvb::u f"<wWI"n"W> 
wuetd bP '*lllf'ratcd-

a nta .....osD %:;" ri*'C..'\T WfUtfiOUiil&oG '*""llll0~3 •u.a. U ,,....,...,,1\. f\1 
C:O»rD. PATk0' Of' • ln.UU ., SO,*CISJ.QIL_"'T .AUC..'i" 

Mtot>tiou :U (tl) (If tiM" ltt_•\'t'U~ o\ c·t of loo-t t)ro\ ldet-1 li.UU llh•hlc•n~ It~ IU• 
••!At• lu ilh•rct•olden. 1'hto •IMI~' ~·•·'*I' Of atw """' .. Ju~> tn't If lttt"'\"11 .,n tiM! 
f;u-1 tbllt Ill(! C'ortl(lntt~ t!UIIt)' I~ r t<4'(CIIIYA'41, I. b., t,'V")QnliJOmi 11141 II l•lri vii 
l b•lr u~u hltollttlllltd lilt' hulhl1h11'1 ll{b#t'•' h111llc•f'l4 I"•Y 11 tux ou thdr~t. v.twth('r 
1'('('1•h''•d b)' \\'It~' 4)( tlh hh·ndfl. Vr uiiWrWIOO!•. Attt.UIIH!t I(J 111• lltJIII't'•lii••UI 1111«'11 
ludh•l.lhllll lltotkl•c.lt'-:r"' l•f ror.•lt:~• c"•rtMirl&llon" •re U(ll .... hll tlvu111 '"_."' u11 tbt• 
tun-IICI• t'OI110rltlh.on" WI~· flhJC'k lllt>f Mbl, bUI 14rt! CUt.'~' Ul)IJU Ill~ ""(It kiM)Idt•r 
tllu1. ••lf 

lkd!IM! Ia.• nHUtvl t .. MWIM"I '¥11tbout tll6*ult_y, ~~~ fUI'\'1111 t~rtl(loriiii.Ja 111 

•••'-' Mil Ul'flt t:A IIW Ot1\'t'.........,f UUliH th" IIIN\'1J44Jifl8 1>f ~ti()U IC (b) '" 
•ut bold. - lrf' ""•"' ~ t •nol 1•1 n ..... tu. •"bkb t<~ ~1nhlll) • ta:c .- tllw .. -..n"'ii44oo.~ A cll•k~ l'f'4n:a • • ._,..,, .. ,.,. lt11 dfda,.tkla ••loll t•'*'la.tr4J 
t•Jahlf-. • KrltN tll~tW dldl't -w a. l A'IIhlbt t« U~ •~~~o~.JV.Ut uf bU. dirt 
dlrtMI•- Wlt.hlwW b) Uw t...,h'f.p ('llf\_,..1 ..... aDd wocld prnaU bra""" a Bfi• 
loob ''"•11 •"OOW.,. UJ-.a..l•l , .. nll,lll) tlf • tas tm~\ •Jill Urlll!!-b 1illao"'•• 1M 
ou .. r llllo.n>prd 4tf all Hit' Jlft lk"''l'~ ..t luh,..utlonal l•w. o_lft ('r 1~ Nfl,.,..,~c;a 
11 • .1 l•kt 4rlt • J•a.'""'"'· II •ould b•r.., .. -..rrt•r'f'd • loti~~ atul "'"ultl 1~ MUIIIf'd 
h• llo•lo!·• olillf uftdtoor ttw llfV"I~Il nt 1'4"'1.1lvn H 3 Ceo), 1. ~ ..... ~Tt·l') ,.Udl ,....,.""" 
l~ """ lo) tn;lllot lb•bk> foor .. ,...,,, las 1mll I• llf',.,,J' tudemnltll."'l 11r»!hillt II~ ~lah.a~ 
,.,.., fl•n .. anll,. fof any 111'1"1'(111 f,t ,, ... " *'lol' lllll of im~· INL) mt•Uifl IIIII"'' 111 ".,,-,d 
an .... "' ·U• thf. lon<Yi•lr•n• of till" "''("fl(ttt," lt~deulnl tY ' " ' Wl'll 111 thl• ,.,<4·tl01t 
nm•l UMSIItl rl"llan.t or Itt~ t'(tUh'flknt •h~'f' lltt• l lu fted ~tltlt":!! wun lil I~ · ,,. , \\; rl,,. 
tu t1111' tl)l• •uh ctf' tbl" Urlllt~-h "''"'khtllih>r tn EJ1,:t.tu d 

1 
1'1••'111ot..:...t ... J Ht.lfl attt, t•NII•• H. n·.,~mntt•ntbttl(111 x..x'a ll.l~o~ ,..., 111, "" ,,, •• ''""''J .. !~• ''"' Urttl"b ~>f<te-khol(l~1' • . ..,, ('"h •ftJCrl •• , .• .,, l•y tbt' f'n~lr•• "'IUthuhlluac ,,r 

··,: 't'I"C't'lll 1\•nJd~lt ••IJ\hlllwtll b) tl llatta r~rturn mMI mt~ll:ln;ttt •li•h•• ,,,.. .. 
..... 11 ' '" tUI) u,·.,fl•J 111~u TLI .. b"' n"''l~th•Jr \\t>cMI w11 11tt n b1• ,,.rt)ol ••" h 

1 ( 

) 

) ( 

llE'\'11.'1tlth ACT, I til 409 

~IK'f' I~ IJNii!OI"t'd l"'t«"<'U@ biD of 111M ('ODI.~IIUtlnt~ pra('tk'a.Uy a ~--41 
norrW\-'11 or It~ tifl'lf'lll or tax.at1oa t•t <'0'1o1M'allon l.m-o.Ml aDd Ha dlttrtbuc"" 
It Is ..ub111httd lb•l tbf' unJUil"l and lllt..-J tauUCln ot nott~t a iJ('tt #todc • 
bohlt'no (Jf f<;rt'lin t'OrJ)OtaiiOtllf dolnl' bu.11h~ In H~~U Cnlted Sta te. ll(' thor-­
~ttl)' re<rl~w~l MtwJ eorret'tf'd •• this Un~. 

AJt hU llll't'll I.IO'hllt_,l OUI qbq.-e, tl-e l111JICII'IUOO (I( a lhtt ,_ce Ci f' l.U uu fllt-.:f.tl 
MJIOrttiiOII ll hi n , • .ar1atlon from t h(l II I"'I.IOIJt!ll .:-tnf.'ntl W:1tetna or taxation ot 
IUitll.flt rltmt•••l •~n1ln~. Tt•t•rn ._.,,. be urtder ~utb ftat r;ue o f ra,x no IIUtL)OIIl} 
10 (llt11Jotl tt ,~tn•1Hf'l' llltRrlbut loll of tl lvlden<l.!•, and rhut l•l.cl~ aurtas oo the 
,bllirtblll!lt•r• ~or ,..,..,h forela;:n rorJJII11'1111tlorul. IJatJc.•llt, from the potnt o f Ylew 
vf Jurll'llUC:tl(l(l. tbt Unlttd Sul.tl'i!J bu no ju,rtlllkUon to tu tbe DOttrt~Fkttat 
ollorg IIIOtilhQklt_•,.. or fure~ ~rporw.U••rut. llut 1M l:nlted l'JIMI._.. btu Jur l!t 
dk1Joa •t~~.l t'lln •nd "",..., •• ,.. ,.ueb ((ll"('l,t:n rors)ONtklf•• on lbelr Dfl t .. vaw 
tmm 11wir t 'nltf'd tct•tH bu:siJWM.. 

n, •urb a da~>ralor tas on fOft'lp ('(IC"ponttk)ftll allot (~t:rn...at .... let tOI' 
·~ J;n-tf'Ctkln tt arron:t. tA) ~ fortlp rolfli)f'al~ A C'Ot'J)On.titM ... ...._ 
• .c IRn•• o f ftOO.OOO fro• t:altf'tl ~tat"" ,,..,...,. ,.,.. fl :A-000 '"' rtw 
t~l (krfi't'alaftlt. A ('Of'Jl(ltt1llit.la lta\'lall: a 0.-1 I~ 01 f3JIO,.OOO f,:OIM 
enttf'd ~altot bel.t4rw. r•T• $30.000 10 tbor Y('(lrral Go\'tom.Ut.. '11ll~t I• • 
VI\IJ• r f'hat"W* tor tbtl JUOif'Cl'iou aJruf'Cktd I;J t l~ l 'nlt.-d :itau~ aotJ ll' •••1 
.,. Hit' t14'l lntflwtt or 11~ ~ prutet'lt"J. •'- IIW< IM"' h~>Nillill' tnt~ th•· 
tu r(lftflt'1Pil I• f"'(Jfll)t'lltm•te i.T hl.,rhoror. 

A ,.,,,..or IIICI IJUI'=I "•"N~ tre u!llu=-t...-1 llf'n.• ' " U~ bu~ohlt'illl dnne nbr(olld woot.l 
bll\f! 1t11 rrlntlon t o lhc hi¥ to bt• l'ltltl h€•n•, '111ll.ll, It t•·o ('Afi)IOtllliOn• t'flclt 
lul\e .... rOflll lnt'itiiiO hi tile Unlu-cJ ~(lllt'JI ur $ 100.000. IIIII (J'tlt1 (-.II'IKI1'Uti!!U (loeil 
t• ·lt-e ,.._ mlll'h b\IMIIh~ t111. ht n tort•l101 <'OUIUrr a11 do•._ che otiM!r, t heft' " 'oulrl 
1 .. M "'118011 fur II cii iTi'l'f'llt 1'11111 Of fA& Ull(ll;l tl.., IJU.MIIleM!t tJClllil' h~•. 

lftl(l(•r tlw l•rftt)Oill('(l IM.'hem~. llomf'll.11e t'o'I'I)OI'IItlotllll 11"- to hnf' d~ iltlntttta.l(ll• 
ut hMn~e abl•• hJ llf'C·Ittft' OUI •ll of th~r "rnln.ltf In dl•ldf'utl!J ud thiN! ••old 
aJI "'1'1"),.(4! hM"UIIMI IIIXN. A d6DW"'fl(' C"'"I)Uf'lllkln t"'Ukt do $100..('()() .-ortb Of 
~118t!l and P'IT t iOO.OOO In tll\'tdotoodM aoi'J Pfl1 uo tn. It ll otwto~ I~ 
fllft. lhMII wltb rtf~ 10 doa~l( {'(W'IIOnUIOI ... thot .UilomiUIIUe! boopN W 
"""~ lhl!> t.~IQHII'• I~ trola ArtUS 0. tl~ ..n.neboldtnt. Yorrip 
C'OC1IM'IIItoml .,_. 16 hll"t' no ~ O(ll)ll.llriUU) 10 Mhtotf' UWII' C»fP((ftdOD Ia­
,.,... tu,.,. utt~Jotor thor Pf'Oixwd """-Uf' I;Ul ot 1-. ,..,. are to ..r a 8al ... ,4' q/ las 00 an lbt-1r net tnoromre inllll l!all~ ~.,,. bt ... DN~. ~ tbovatl 
•bf? ..,. diJ<tribuff" all ar mda nt1 IIK"'OI!M" In dh kJiondA. 111 .-.blllllhlnc .-dol 
• a.e "'" nu fOrtt,m rorpora:tiOQ!I, It Itt obvlc.u,. t hat thto AtbeotiUalttee lf al 
IIN•ItCin• Itt ('l'•lw.rt tb .. f11lr amount ~f 111x tn•m the rc~·iltu ftlri)Orat.loo ll~~rlf, 
llnd an.'l.lf'(llllalt N~111ld no1 aU..,DIJ)I tber~ft~r tu •-<•llf't 1 1111 addhloual lAX <til 
til" lllt"'((ltll' o r th~ C"fti"JIOI'ft iiOO p111tl 10 H••• lltflf'li:IIHI11t•t'111 flllel dlrh,.~JL 

lr a tlt•mi'!IIUt_• t_'(IJ'jlnNitlon under tilt J~r<•IJIOfll'l:l lt('\'(!4UM\ At"'' ot 1030 pa)'fl (lUI 
Ill (IIYhlt•ll(b Rll uf 101 Ut'1 hi'I'(Hitl' fl lld I lit'r.'t"l'l1 IU'C;hlll 1111 4'0rjl0hlt~ frll',mfl 
lll:r1.,., 1111 .11httrl'llnhl{'r l4 nmllt on lh•• 41\'~riiJ(' rf'ft•h ·•· • • I,.JuA aa&OOO a ye~~r 
•Jill'«' In onh•r to II"'~ the Ou,·f!rnnM.•nt ('()111on 1~ tlfr('l>tll •1n II~ lnt."'"'u' • • 
lllllfrlbul~l hr wr.,r f'Jf ~~~•nulll 11ml "'lrfii'Ceflo t ht(l••r lhft ltf'~noo Al1. (If JO.'\.j. 
unntot•Udt>il b7 thf> Rt_•Y'f"nUe At.'t ot 1~ •n IUi1hldulll lUI"'~''' mft!ll m~.-.. 
n. '"1•1 nt>C. ln.•on'li' ot •t•pros:hmu .. ·r $.~ In onkl-r tn kit., ... • C't'lalbhwd n .. r 

-
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on. open.Uout rro. luiiN 8c:a.t4IJ ~ re.:t.ll Ia a ..._ It 1M 1414al atC 
~ o1 tbp C'()lrpWWtlon q flOO.QN abd , .. \ "aftfd Mtatn Qllenllona ..,. 
c_-.....Woa at a a.... Dt't'M~ •Ddr.-.rtloa Ut t•» 2 i lll t.llll!"ftW.OOOp.ld 
(IIU:IIDdlr'~IOD041..._klfoD.t a)lftfll«k'r''Nt lltaUdHiwct 10 t.. (,.._ \!allt'd 
$tal01 ... 1'(-. Tb&l .,. ttMrb' ......-

A r.:rt11« UhtJittatJOII Of ..._.... aad a:rbltni"J' da.abtkla Itt to be towed 
1.11 _. .... UJ (at %(A t. ••ldl Jlr'O'V1d81hat If a~ C"'tJ)CM''IU.,. d•·•rhtot 
.._ U..11 210 JM'I'\"fel ot Ita ~ I~ troaa It:. UaJurd l<llltftl .,._......, tllft 
tbo ~ ot the d:t.\dt>pd v.'d br Ath Uatted Scam. CXII'IJOf'Wtli.lo to .,... 
~~ at~ IJifor-i hot. . ...._ t.. dt'f'lnred 1.0 ~ enUreiT from fon!IJ;n ~«~rc-. '"~ 
t.boua.tl ltil fM!'mUl of t~tk"'h dfYtdt'nd _,. atttUIU1 t.lft dt'lrt.-M fi'Oin United 8tllf't 
~ "MM."'"e 'rould M«•UI to II(! oo l'tlll.iJUa "''b7 tbe (11.,-ldlna line rur tlonw-.th• 
COJ'IJOI'Itlonl tl•oul•l ~ IHIJK'd c.n :..'U Pl't'C..'tnt ()'( .:.~ lnt.'Citne and .,,,. dlv-lt.ltoa line 
ror ton.!-1.111 t"'f'J}I) ... Uont~ 11bould be 00 J~lt ot tf"'ff8 lr~me. 

11. 1JJ tuiJwln c-(1 tbiiL tho t'l•lfnll ciJu!18fftc. t JODJ or hn-uoae from 110\11\.W wltl•ln 
lhf.} UuiU'<I Ht"tr- pro\'I<JM t n Hdl<m 111) I• •.OC. otllY Ynil:otl1id I.Jut IIIOI;It"'ll. 

11. ,_. turllu•r .1111bmhtNI ltlllt 11n.y dAs;,Ule.uJon or dlvldtnd• lltl llfln.tr tn:m1 
I'Uf'(.'4!11 wlll1h1 t il' wllhOUI U10 UllltOO Srat('tl Whhil 1!1 t•(mtr•ry IO t11o0 fftt'h' hi 
l ll~gal l. 

APPENDIX JJ 

Ttl(' ~ubl.:tiiLIItiJillt"' of ULt Ootontht('t! or1 Wa.r• aod lh.'lll ru~, 111 I hi n"t)Off 1\..'('l>lll• 
mt.'llclln,;r Ill~ Olllltwloo ol ll(l('lloa ~ (•) !!: Of the lf\"VltUDt i\11 ot lo:l.;t Ia liNt 
etlll(ttltt11l Of tbtt ft"f'IIU(o AM. l)t 100-1. Nlltf'd, at ~ l-4 11( Nld 1'\'pt)tt, .. 
fOUOWI! 

.. (It t:»'"ldtodll tron• r,,~t.p rorpvratJon: Mdm ~ (If) (2~ arMt lift'tlott 
2G C•) (2) ''"' dl'll(l,tq(l.J ttom. fONip CWpOntJOQ '- ... ~ lMD ........ 
dlrldrodll (fOil a d()UM ... tft C"''f1))nlioo. ~~died Mdi (Ot"f"b;:• t"'fll((ntl..k.- ... 
ftl""- 11101'\" tblu GO ~ Of lfll X1'0ilil ~ ,..._ trN.rCW WUblD 1- lrllltf'Cl 
&.tN. \•our .ubt'Oiat.mlltH lt ol t.bfo OIUII!lft t.b.t all dl\"ld..'llld!l ~tt•l honl 
t~C~fttp fOt"PPt't;lloa.• llhoukt bfo lrfflltal allb. l"t'l!*rd,_. e1 •tlotcbtr..,.. f~n 
('Or],.,...I:Mo bu IQCIOIIM' fr'OIII *"'lf"ft'S witllhs t ... II11ItN Mlal t.._ A~tJ'. 
11 b ~•unw-•dtd thai ~11<.oo :!::1 ttll (:!) aac1 ....nJ<"' ~ fa) t2) bft .-.h.•l· 
•h'Cl. n~ f'ft',.,, ot thh• n-n-.ameo~lattoo w111.,. (a) to...,. a dfod~bl 10 a 
duut81k' .-orponuton fur an •th1ctt.da n"C.'ttn'Cl trocu f~Jxu Nf'l...,.lkiollll •114 
(b) t.o ctf or to ••~.r lndJY'fdual mt"etvlug Wda \lhick"ftllit the t'.a.etupUoet trow 110naal ta.s: ... 

Thwc tl .... SUbt'\JIIIbJIIIHI alatf'C.I thar. tn Its US~oJoo, Mil diY'Idendl r~h'f'lil 
rf"'Oll fon.otan t'Ot'l){lrntlo u• "b(tttld t~e ltt!eted nllk~. ~wardhw ot "'br:tlwr "'od1 
f•m•la11 t'Of'J)()I'IItiOmt lln(l IUt'VIIlt'M ri'!IIU Jlf.l'*f'(.'(!lf ·•rUhhl U"' l fnlltoll Hlni"'-

Jt lllhr WlUI the lllh'IIIIOO ()( Col~ In etlS<.1J n,w • '('ll(lp 2.~ or tilt! lh"\(!110. 
Ac't M U>:l•. l hl'u 111 111111 tim~ ~ lou 110 (a) (2) (BJ 11h0Uid 1uuu htoen liflmlnnl('tl • 

.\htn.'(l\ l•r, Jr l hf• luh•nlloo ot thf' \Vft)"'l ll tul ;\ I ~IIL,. Oomudlti¥ nt U•e ''"""'"*' 
Umu Ia fltl'! .,:inul• ,.,. II w••• IlL lbl'! clmf" o.f Ule' f•U~tl·rmtt•L or I hi'! um,.nuu At1 (j ( 
1934. wlU• n!II'J)ett tu thu ln'fltm~m or foroiJm torvurnllotlt ~tntJ tbe tt<M..ii'IIOMen 
of 4"1.'11 tOn:l,wu C:OI'I:IONIIOn~~> rhf'n then- t~lw>ldd be no dl11llnoctlon tl114tilt l.11•tw~ 
(l)rtbrn lltOCic uro hUIUffl iWC t'OIIII .. Illf't\ f~i.ln• lftuek lllllbllll,r IJIIJUI'IInt .. tvn .. 
llllnlt'W. l.nd tore1,1m crot•k l'l re lnmnu~ rotftJIIIn:te.L 

F'Urttltrtuon•. with l'ftlllll'<1 t•, Ute pro<rlilfon!l for n • llbht,Mh•• tu oa dl•l .. 
•lend~ uadt~r cbe tiroPO*'tl 1008 bill. rl~ d1Ttdtnd• or all •tt"h fOf'l!._.. ...,.,,..., •• 
tlo«uJ ahotthJ bto U1•1ti'tl allkf>. It •hould IM> JIOff'd. t~. tbMt It 1!1 I:"HII~I. 
•• '-•Uated e'-wbt~,.. In tbW britt. tbtlt tllrle Uallfd Stat.. tta.. M Jul'lllcUttton 
to tu tbt QOo,...ld~at •liN llbll~boldPn 0( toretp f'OI'J)"r1lll.,._. t•ft tbfo dJ¥1· 
dfo.dt ~.,-1('(1 b1 tbftu, ••1 than IH'fOI'dladr • ..._.. .-).t be- ...-. "''h~lna 
IU ect dl'IJ(~ O f •Drfll f'01'1)0nlkM:-. 

AJlf•t:.,,)L'X C 

W«u:• ,. tc:r u~, ,.,.,......,."\:., eo.. 78 Fm. (2») tDI fb..-.nr (\oc..,. • 
A""""JA. .Surra <-'Ucot. Jn' a. Jnt\il 

Ia. thlll a~.- a HrtUtoll C'«JoOntl• dol~ • a.~ r-n Of 11~ blt~Jh,..,_ In tbfo 
L'a.l.t.M M.e•te.. ~ucht lu c•uiDJIUUOJ II• ne1 I~ for tJwo JJ!Uf11011t' (J( II• ~I 
IDMn)@ la.x 10 tal.~· at~ a dMhM-11011 thf ta,s: Jlll1d 10 ttM- IJrltllh Oo• H'tii'IM'fll 1'1 

'864o-... l-It- .:J 
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TN priJtdQ._,_ ta'IOITtd Ill ~ JW1Jdlcodo. ot lbe Cllltfd Stat .. t.• g.x .... 
~~ aueu .,.. Ullllttd to Ute lhrte ._ ot JVIIdktloo a tonb _.o\'f\. 
.,... 8u~ Oturt Ia Ue opta._ CP. 381) ft!trrfod to Ute (Nil ot " ....... w. 
AI,.,.. tJMn41 ( ltiO A. (). ,-:) •b.lcb lt a Brtt:l ... ca. lll,..,_"lDc u .. fJrhl..tl 
81at~ td w~W-rt U.. UfttiA l loue ot Lordi aDdatH lbe .,.. prt~ 

Jt 1J dN.r, l~""' t.Ut In atte.pct:Dc to aatw a t:oi1M J5Ut8 1--. 
en oa tk run~ ~1'tltl b7 • n.oa~. a18 lf(O(tboldtr rrc.a a to~p 
('Of'J)Of"&doo. Pllld rro. U.. omte ot 1.be r~ 00r1_..110G bl ~ aDd 
Lbe .atoclr ~rtlftGtN not bfoloa held by a I!'CllltcUoa &RG~ In tbe Uallt'd HcatN. 
lbf \!Dited t'IM!If!l 00\fratllW'flt It: a.rbh.tarlJ:r J:Qin, bf:)"Oftd tbe bouol.ll of aa.r 
I'«''JtDJI('(f juri.Jdktloa to tt.x nonretd~t alltoa. 

Af'PENOIX t! 

TniR l·~l.t\:l'f'olf-"••:tAt llrl 0 , foJ. 017 CU. 8. St'l'IIO.tr Covn-, J11.1t, ~ U)(M)t 

1'1alt: ('n~ lnv(l.)~ U14t r iiCIIt co n.r•ture illl a prb.o ,. R!!bh~.tc OO..t c•tiKM#'-"1 b• 
(!()llltlll l tl.lllllfl,tf. U Wlll'l c->tlh'IUk.'CI b7 lh0 OWnf',.. tltAI IIIU~h boit.l• (!llpltt\l hi 
t'tJ(..-.n l lll!bln.& \114!fe IIC"•L •ub,k"''t lO tll111ure, M boat• enanged h i tolll.men• uta~ler 
bltf'ntathHutl IJaw. The Suv~mt! Court held lhllt the Unlttll 81at('f rourt• nro 
IIIJ'II)(I to tMkc jutlltiiC'IAI nCHice Of lut'4!1'o•U4Jol'lal taws tn llet..r•rnlnlrur tb~ ~p. 
tl1J rll!hta ot nor~retldoot alleo-. Tbe Coon atall'd (p. 700) : 

"'lqttr.uulooa.l Ulw Ia IW'rt ot our .... aaa n1~.tat be ~talntod and admln. 
blte:rt'd b.t tM eouru ot JD~~UC"e ot ••)J)roprlate jurl*'ltUoo " o rten •• ~1,.,..-uon• ot rt.-:bt l~ll&t.l llf)(NI It ar. dltl.7 Pf'@Mnled tor tbfl.r det~!nolnaUon. •"~r 
tbt. pul'plllltif, wbt,. theN la 110 lf'Mt;y aad oo omrrotu.,. oeotuth't" or ltc1..Sa· 
th•e aa or Jodldal thJI!blo1a,. twOn •uet be bad to tbt cwt~ &Dd ~,._ of 
d " llbled utlou: aod h tTl~ ot I belle. to tbt wwb of Jurt.t• arMI ~ .. 
... utora wbo bJr J~n ot labor. ~rdt. llQCl experl8c-'f' ba"~ ..,dt tbttft. 
ttf"" pectiUari.J W.O acoqual.Dt.fd wltb t&f_ .ub.J«tt; ot wbl(b ~ trNL • 

Mr. Vu<oo><. How many stocltbold.., are lll•re in Employoro' Lia­
bility Aa<unu..., Cor1>0ntiont 

llr. GUCAIIOX. Som•ll>ing Ol .. r G,OOO. 
Mr. Vt~80N. Yoor brief-referred to there being 6,000 nonrwddent 

alieno, and I wood•red if all of llle>l<lek was owned by th•tn. 
Mr. GLF.A80N. rnu~r& llf"6 very few A.rotrican!\ and thtoy are lea in 

comparison lo the alien flha..rebolders. 
~(r. Vu~~KJN, 1 ;un very much intere5ted in the llunu~tt Ofllff', ro 

whiclt JOU refer, •nd 1 would like for you to append to your ht·it.~f 
quotttt•onslrom Uu•t CRtiC that 00:1r upon thi$ quet~tion of 1 ho 1-"f'<lentl 
CoJlg-n.':t!3 to llax nonresident. aliells on rorponlt& tdu•res, nutl, [ t"ke 
it., on boucl.11 tue well, whtwc the physicAl sttu:s ot t.hn JX!ntOJud JH"Ofl~ 
•rt)• is beyonJ tho confin"" of I he United St•tcs. 

£:lr. 0J.r~80N. In the buriU}tt cage, tl.$ l understa11d it, the qurbtion 
wu whetl1er 01· not tho United Stotes could subject. to the Jo'f!!ller~l 
estltC! tax the prope.-cy of a British decedent,. & nonM'sident nli('n at 
the tirne of hi• d~ath, was not a J"f.$ident o"f the. IJnilt~ States. and 
who '""" not •ngol:"<) in busj,_ in tho Uoited Stat.., alll>Oujlh at 
th• Lime of bU. de&lh he owned property cocaistilljt of O<CUnli .. , 
includin" bond•. of lll• ro ... i!!ll corporation and bonds of the dO!Il<'Wic 
corporation and stocks in cbt foreip-n eorporation. 

Mr. VL'i80.l'f. I uodtnt·tand thu is ('Oiltal:ned in tM apptndu. 
Mr. Q.......,,.. 'I'M court"• opinion, u I und•n.tand 11, wa. ba.oo.l 

rntiroly upon three poiJll .. 
Thf! eourt l'f"COgTutNI that tl•f! po.rer or the juri!dicrion of the 

Unit(!() StalM 10 tax a nonresident. alien muo;t depend UJ)On one or 
thrt"'e factor~., a.nd thA-t. J>O'«"£'r onlv exi...co-ted if one or rnorf of th~ 
lhh!re faelont W('l"e pre8PnC, and tb~ t.bl"te things are tlatte: ("i1i· 
1.e.Ub.hiJ>-•ud, of coul'ftf, thnt oould not be • uon~idtnt. alit•n-
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t.ut 1n onJt"r for tht l"'mted bt~ to tu .tOe~ rn~ l)fo <'IU~t·aaahip 
or ...,.idtnt"'e 1n t11e {'nitfd Stat~ That. II 01\!' tlhns.t... In t~ iflt· 
NHl lat'f .. thf'l''f must bf' OW'J'lotf'Slup O( pt'OVfr1.1 lf~ lh4' l OICNf ~t-:t~j 
au•l,pin tbe thit'\1 pia~, thet:e mtW be a .can')'_ana on of att.Jntw..; 
wnhln and undtr the frotect1~n of the Untt~ Stat8. • 

ll r. Vu<ool<. WhaL am a.lring you I<> do 11 I<> file woth yonr b.,.f 
tluutahon~ from the Btll'fiW!tt (:11141t1 so that. we may haYe tbtm for 
ftf.-~n~ 1 

Mr. Go£A80N. l will be ~ery glad t.o d!' I lit.. 
Mr. McC~~~tluc.·K. A$ I understand thts now. undf.'r that. 60·pt~nt 

mvitiOH of tht> law ado1Hed in the 1934 Ut~,·enuc .AN. t&Ji.)' rore1go 
~r ration doing buainess in tbe Unitt'<l Sl41LC1!11 w1t h ~0 J~l'(lfnt or 
11,u: uf ilil ,ross income in the UniCed Stotos, mu"t \Vtthhold all di,•idllnt l ~~t llil('~~tre~1 whether t'llit 11ed he"" or euuc.d •bru111cl. 

Mr. (h.r..,AOs. J• our ,~rccn .. . 
Mr. MC'CotrM.ACK. 'l11t),Y musl w1lllltold thot 1tnrt iou of lho dh·i· 

•h•nd!f il••··ln'""'l whi<·h nrc e-arned abrottd ? . 
\Jr. (h.r.,'IIC•'· Ybl; Rnd i f. within 6 :Ol' iU" .. llfh'r 11 ~·umj)III,V nught 

tiU b{) ptr""'lll of it'i ,..'1'ilil!8 btl'OiUl$.." het•e ftl " h,...lli Ulll.l ! H' Htht•r :,0 
Jlf'n't'llt nf h~ bu~ine:-.e abro:ul 111 :a J)rotlt, tmd pa1\' " · 411\·uh•nd nul ~f 
lht- 1u•ufil aiJroad, _yet our stalute sa:-'8 th~l che f'IH '"r ~IWHut~ rr.~t~i th~~t 
t"\lr'f>Onhun romt"R front tbt.• .OOUI't'H w1tbm lht lmtNI Sial~. and 
Itt~ lnltmal R~vtmte- Bureau has ruled. quite ~MHnan• It• .. h•t n 
1hmk thb ~~~tlmittH inttmiOO. that .... mul'lt "'ubbhl4 I JM'I"ftnt of 
eM tnhrf cli•idtnd J:Mtid to individual, .non~~fnt ttlu•u .. , ~nd t:P., 
1 n'f'hl nf thto dh·idtoncls 1waKI to notti'\'Sldrnt. alttu ~~rpor'llll< n-... 

\lr \"1'-.oS. Tht ~alut.- dOf'S nl'lt !-111\' I he m("t'Nn~ mn .. c 1,.- citn\'t'd 
fn"n JiiC'M.I~ within tbt Unitrd Statfs. 'but it. putlt a rotJ)Otation that 
d(W"I mono than .51 ptrcent of its busine68 h~~ in lht AnH• ('ltt~ry 
a a NlrJ)Orttion that deri\·es its income h4!rt. 

Mr. ( , 1:.1"..A80.S. •n1at is right. as I umlen~Und il. 
Mr. Mt<"01uu.cK. ·n1., n~ult is tJH!: flAme. 
Mr. 011..A80N. Ye&. 
Mr. MvCOMMACK.. As 1 Ullde:rstand it your COtnPII!lY fc.t)s that lll 

lll!furan()(• t·omJ•ftniM should be g!ven the same con~udcrat1on .• 
Mr. Ot.P..<80Y. Wo fool very de6ail<!ly th•t wo ought to be."' tho 

16·pt'I'N'nt l'ln~, H Uu1t ill> whe.~ lhe other in.11urnno(' compnmos are 

-·~·~ . Mr. llu.t_.. And that that 15J>erceut be toxed upon C'Ofl:lOrllte- ~n-
rome only and not n1)()n divi ends paid to thl' nonrt'81dent al1en 
awkholdtno. 

Mr. (hi.AJiU;\". Ye": and tht.re are t wo C::a5efl. I n th~ firrt />laCf', we 
f,..l that th• tu nn lho alien stockhold•ro ia illr,ral. Tn o< dition to 
that. Wf' fffl that it i" nry tmfair because it iw im()()lt'lllib l~. due ~o ll~ 
""' tat"'· co ~1o an~'thiog about it; and in the tbu•d plac.~. 1fluch ts 
'l'utco unponant .. thert. is an e~n~ly l!omaU an1ounL of naone-r 
111\Hht,l 

:-;.., ,,,r '"' I know, with ocw txa"ptlon this torpontwn ~ tbf oni,Y 
fc-n-i111 itNU .. Ilt"f' oorpon.tion afl'tc."ted.. and the amount hi\OI'f"('d tl 

''If''"'"'"' .. tn.tl. . 
\'li I IUitlf•r n( fa('(, if ~·e were t O •!'0 thi'OUI-, .. 1 the r(!(ltaJX' t he rmtt'<i 

:-;.ht• .. "11uhl 1-."''1 pn«ica.lly nn taf', btocau~ all of mer ioltan'holdr,...., 

1 

) ( 
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woth tb<- U"''l""'" o f liS, get I"" than a thowand dolloro from us; 
and~~ dtai'K'f',f. Art", althouJ(b I cannot say itdt:finitely, that the:yp. 
IM' olhflr in<On~ from tbto, Unitfd tates. 

Ln ,...I...,. to tho other pert of y-queotion as to why •• mould be 
tmared alike-tba.L ~ hb. dCHllft>tjc oorporatiorw-•e alwa~• ha\'C 
be-on. \\*hy Wf' 111\oold be t.reeted like othtr fo~il--'11 «•ml,._,U4"o- -wo 
ha'--e twn UJ> wthieloa.t act.; and th&suhoommitt.et, and thmk 1he 
oo••uoict~. ~rnm~ndOO an atntndment to the 1934 lll'l. TI1itC c•um· 
rll'tl{"'(! ,.,. jcf in it.f rt)>Ort. tJ1.at !on:tign rorporationJJ ~houM be ttt•tf'd 
HlikP and lhal dl\ridt~liltt rt"<:eh·ed from fo•·eign OOrJ)(U"ttticms shoultl be 
t...,..wd oliko. 

So tlu• t wo points aro that we feel we should not.lx> di-...:•riuliu*'tod 
n4r.J.im;l ~ filr fiA tlomosric oompanies ttro oon~nwd. Wo fct•l wo 
t~houlrt bo IJ'C!ntc•lliko. aaJI 4)ther fo1·cign oom\mnies, tmd we ft'\•1 that wo 
t~hnnld ,.;o into the I 6·JX'.r<.:c.nt class and t attt our A lien uonN~$itleni. 
~"= luareholil e:n~l!lhOuld not be taX('(), be<:au.so w~ do not. think they <'tHt ~. 

Mr. McCoeuu c K. ,,,e 22~·pe_reem tax was applit'ld to American 
corporation.!~ ileclarlng divid..-ml:t to nonr«::dent. alien.!J. Thnc. itJ tho 
11urpo6e. You ~J~~.y, fin~t, that. th~re is an ille£[8Jity theft'{. ond1 li!tt(UHI• 
so far u foreign corporations art. co~ the '-lillk-u ty of admin· 
istration. That apJ>Iitt~ to nl05t. terporations .. ·bo ttt.m rnonty 111 th& 
United State~. 'Ill at. ic true, is it not t 

Mr. 0~80N'. All to the dornefitic oorporatio·n that. i~ and of courw 
it is perfectly proper to ba'f"& •ud1 a tax, i( that is what ~u think 
&loould be done, b<nUi41 the money is earned here. tho do•idend it 
d«lutd here. and the non...,.ident sharebold<r of 11M! domNtoc """' 
porotion has tho righL 1<> collect his dividend here, and lou the righL 
to bring ~uit to j,'t"'l JU'otfrdion from the United States coun~ 

l n die case or " (orei,b"'l eor,)Oration, with its main olllee abroed, 
and dividrnc:b d('('lal"'(''d aLroad, tl1e nonresident. alien fJJareholder hu 
the right only to ~o,~ inlo foreign oourts to ~t that. So the United 
Sta.ta. is gh•mg nv proiN:tion to t.Jae nonresident. alien 8h ... reholde.r. 

ltr. H.tLL. or a forei,::n OOriJOrRrion1 
Mr. o~Afti)N', Of II fo~ign corpornlion. TJuu i..fl, IIH:<f'{ll he n tlefi· 

ujh• tli~Linction ., 41tfinil~ ll•gRI di~inction. Tho roreign COI''IJCII"il" 
tion i11 hea•c; i it Joclil ii.H bu.!lillfl'i!f hc.re, 1tnd you 1u•e per('-'Ctly righl. ""d 
jUI'tifit-d in Cnking 11 h•x (rom iL here. llut. I hero you Ullltool i!-Wp, l&lld 
we bi• licvc.l)(l(·du~~ you IHl\'O no jurisclietion 0\1t r the. nonn!tlident nli(ln 
tlllarehoh.l4•r. uc)r tlo yuu hn,·c. ~tny jua-isdictiou O\'er the m1.mey w1ae~t 
it. titan~ ihc identity fro111 the United Slate:; ilwome to I he rnouey 
of che ron>igu 4'0rpot111 ion. 

Mr. M cCOII.MAC'K. Is rour company organized to Opt'I"Ale umler tho 
t.ws of all the &atfS .~ub reff'ft.n<:e to ~n·est 

Mr. GLIUliO><. y .., •ir. 
Mr. McCooo>OAC'l<. Can yon send any ononoy abrood un'- you ho" 

tbt: peml1.4t!ion of the I nsunn(e Com.missionuf 
Mr. OIL\'"()X. No; ·~ canu(J( to('IJd • dollar without the • Pf)tO\al 

d tbt- ~UtK•rilllf'ml~t\t nf fn .. ura.lk(". 
llr. llc('4«MM'tc. 'Vhat :-uperintendent o( iJUiW'IIucef 
Mr. Ciut.\801'1. Th~ Ntw York Supuiot.endf'nt of [ ru.1.1.ranee. 
Ur. Vu~P~C>X. You do not m.1ke the point. th•l ~-e d~ not. h•"' .•h• 

po11itr to ~tit hholtl the cax- on dh1idtmds in a don~ 1c rorpor11t ton, 
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,.,·pn thoo.gh the •h•~holdf'r& a~ nDtU'f'H}dt'~lt • al~ens, aud the rvl. 
deliCt.' o{ lhtir 0"1Wrthi)> is beyond lh6 JUr1Mh41100 or Uto Utu1f\l 
Stote•l . k I n • 1 1 I · )lr. OJ.u.ION. No. fiir; I Uun you vMy c N•mte y tnve l 111t r1u,ht. 
becaltW the dh·iclem~ it de<'ltu·~ here. . . 

lfr. Jla.LL. A~ 1 undtNitand tl, y~u are makmg tho eonlenhon th.a, 
111 ~ hal'"t oo ltJtll juriMl.ic:tion to ampost a tax upon a noort~tidtn:L 
lllien, .._, to oh• d~Y~dencli .-i•ed by that agent from • foreign "'" 

tiont pon .... . . ..., llr. Gl..&AM):rt. , 1't1t a n~t.. . . 
~tr. Dasor.JJ ... I would hke to ask Lh~ wall\eSS a quet;hon or ~·o. 

We hne OO<:er,·NI that. t11ere has l~n 11 llr"etl~ l'l lll01mt of ~old commA 
into this country. 'n1is muy be tt hU ie fore tgn. to whlll> you hiWC ;n 
mind bul.. 1 kuuw you have •nndfi n. \ 'C!I'Y e;d.tnKn·o study o f Ou1t.. ¥tlb· 
je<:t,. ~nd 1 am wondct·ing if you cnn fe ll u.s, or lmve n''"ilublo any 
faei.S or tigllr~ alol tl) the. amount .. and a8 ,to the DUJ~lber of nonm,. 
dt.nt 11i~n storkholders and bondholden an the Umted Stat4~1; and 
aLio if you .,.n tell "' how many Am•riean itookbolden. and 00..\. 
httld-t~ thf'r'f' art m forti~!!~ eorporation1. l-laf'e you any inform.· 
unn of that kind anilable tbn might. be put. in the record in chia 
t"Ullllt<'t.iOD I 

~Jr: OaLAMON. t am sorry I ba,·e no 1\IC'h information, but. Mr. 
Higgins tells In(' he un<lerstand.s tl1n ~pu.rhn('Jll, of Commert"' is 
nuUcing such 11 ~uuly now. 

Alr. DLNo~~.·~· 'l'hf'ro i ~t nothing llVailnble thot you know ofY 
Ur. G l.llMO~. No, sir. 
Mr. D1xou..a... I 1m wondering if the Commissioner of Internal 

~nnu~ ha.11 an1 know led~ in that eonn~tion. 
Mr. ('ommiltl1011tr, has your burHu any thing of that eon. anil· 

able! 
lli. Hn.u:a1'0. \\'t are making a t-1.udy of that in oonjunetic:m 

'lrith the DeJ)ar1tntnc of Commeroe at tJ•e ,,~nt time. 
lfr. 1)1~6n,1 .. lhU IJ1ere js nothing I\'Ai able that could be instrted 

in the rtoCOrd Itt thistimPf 
Mr-,llu,\'I'.JUNU . .l could not. give you J~nything now. 
('rhe~upon " J'C~ wa.~;; tflkc.n u'util 2 o'clocK p. m.) 

AFrl!ltSOON" 8-~IO:rt 

Tht- rt'("f8J hniug upired, the conuniuee n~c01wen.d at 2 p. m., 
lion. ROOtrt. 1~ D<>u~ton (thaim•an) pl"''6iding. 

'l1le C'w.JI.JU~. Th6 commiUft. will b., in order. ' V1tile bt i• not. 
~on Cb{" talt,!'clar aS! tbe.nt-xC. witntlf·.-·li, I am infonned that ,Com· 
rrus.qoner llth·<'rm~t "·c>uld bke to make" brief ~t~tement. Wtchou1 
1Aljection, he ,dll bo I'(ICOgnizcd at. lhj• timo. 

PURTJtER STATEMENT Or BON. GUY l'. HELVERIJIO, 
COMM!BSIO!fER or Ul'l'ERHAL REVEHUE 

~tr. Hu,~oo~o. Mr. Chairman ani-1 gtntlemen. a requesl w .. made 
a ftw eli•·• afrO by the gentleman fro•n Ohio, ~lr. Le.mn«lc. I 
thougbl, Slr. Chairman, tbat. in my optning statement.. 1 h.ld tn· 
dft,·Offol'l at l..._..t Co make • ,·ery fair JU'M:ntation, but. At r. f..amrMek 

• ( 

I < 

J 

~17 

char~ me with being wilting to ~h·e certain racu: co support the 
biJI but. unwilling ~3 lth •o in1onnu ion tlutl rnigh t. not supJlOrC ic. 
Aur\ he cl•rtllenged me to liihow the JHun~•· of f1ftrl.ner11hips llutt. lmd 
inoomM of $5001000 or n1ore. 

I WllllL (0 8.$k' lhe pri r-ilt~~ or puttio~ in the rt("()f'd two tablea, 
one Jho"·ing the total numbfr of partoe~hipe reporting net inmm6 
in 11-.e year 1~ and the bratktt.a in whieh they nm

1 from $100,000 up. 
J mi«ht. av in ~10planalion that this inlonn.adon wu ~i..-ed by 

l.tlt~pbic ~poN from tolleetors o·f internal rtf'tnne throughout. 
tht UnotA!d Sta._, on the rtporu filed forth<! year 1835, whicll WV't m .. ! jnst. this , .... MArth. 

' 11~6 C«AI number of ))llrtnef"'i.hips mll k-io,.:t incom.-·t•x returns wa.!J 
205,482. 1'110se uuder $100,0()() n111nberod 178,410. 11•- over $100,· 
000 numbered 833, with n COi n I income report~ by Chc pntncrships 
of $1 160,277.013.76. 

fn ihe classificution $100,000 LO $200,000 thore Wt~ 552 making 
rt'turn!il, wilh a total iru:orne of $7G,16"2J61.47

1 an I\"Uagt OM ineorue 
of $137,9~79. 
,_ ... ith in..,..... of $000,000 to $000,000 numbtrod 201. mth a 

lotal tnrorne of $57,219,773.87, or •n anraJ.,oe ~ income of 
$284,675.49. 

Th..., with inoom<lO betw .. n $/iOO,OOO and $1,000,000 numbered 67 
with B LOhtl incomo of $87,609,618.08, or a..n .aveNlge nt•t incOJhe o/ 
$(lr,o,816.n. 

' l'hose with income3 over $ 1,000,000 numbcrt.od 23, with a total O(!.L 
i nro1-.n~ of $42,635,244.98, o•· an &\'er11ge net inoomo of $ L,8531700.30. 
~lay I put tb..., two tabl .. in the record t 
The CIJAIII.>(k'<, Without obj..Uon, they may be inoorporated in 

th6 l'f<'Ord. 
(The tabi<S referred to are u folio ... :) 

Pw'fr4(f" .. iJ n':f.,.., fl/(4 ftw ~,. IIJS ... ~, rttf f~~ IIH,HIJ ••4 ·~ 
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~lr. L..,.w ,u-.. \Vbat MOrt. of C'OI~tm Wf'rt" l~ 23 wuh m~ M 
c•u·r a mlllion dollars l \\'hat btiSl.IM":88 aft d~y m I 

Mr. HI:LHanHL All eon. of buriott~C. 
Mr. LA;w" ("K. ManuftiC'Hirin~ busiu('t-!i twd re.tttil bu iftf8!lt 
.){r. IhiiMJUNU. 'Veil, _I do not know " Jil: to thnl. 
Mr.l.JA.w.st:< K. A~ tlwy uot AIJ lawy('~ or profe68iooalmen, t.yl* 

like tha<l 
~lr. 8.D.\£JtiKO. ~ IHI) be a lo-'f'Hl number of t.btm wb:ida.,.. Mll:enge roncf'ms llOd law ("(\rtetnt..._ but J do not.Sf'e that that :nat.:._ auy_diJfPrenC6 in my iUustntiou. 
~Jr. LAM•Ill'•· Tl1•t i• tdl. 
\lr. Qxwt'Jl. M uy I at-k Ht(• Cornmi.AAiQmW a. qucstion1 ~(r. (.'Qm. 

mi.....icmer, J Wlilt>r.tood you to way that you had se<.'Urt'(l this in forma.. 
tiC'Iu in the forrn of tcl~ub from rolf~lOni thrt,ughuut th,. c:ountry 
and C'OIUpiJrd the tO!&k ~rom that. iuformation1 

Mr. H.ELn::ata ~ o. ) es, •• r, 
Mr. Coot•<u. V•rl w•ll. 
Th('. CJI .. , IIt)I,\ N. l'be next witn~ is l)nvid Stock, of New York. Mr. Stock, would you givt your nauu~ 1ntl ad<lr'eSIJ ftnd the capacity in which you appear! 

STATEli:ElfT OF DAVID STOCK, ATTORIIEY, BEW YORK CITY 
.Mr. &roc1<. My name ili n,wid Stt.M·k. 170 Brondwa.y, New York Ctty. 
The Cn.uiJI 1s-. How mueh time will )'OU require 1 
Mr. Sroc:x • • \ bout 10 minut~ 
1M Cu.AIIMAN. You art n"'t'O!!I:ti.ud fur 10 minuu"". 
lfr. STOCK. ~fr. Chainu1n IUltf rnemlx·nt of th(' c:orumittoo : 
I tun betn'1 ily in f il\1or of what I oonc.~i ve io bo t11n prieipn.l IHir· 

(>OFe of t it~ legislation propoi!lt~d by your sul:x:ornmitt~, or, in any event, "·hat r belie,·e will 00 iiA p·rmciplll effect. iu operation. 
lt. will. itoofar as the hi~orical glorification of che rorpota.tion 

and !ts deep-roottd fiet ion. JM'nn.it, t~nd to do a way with the present. 
dual1ty ~f hl:<'A ou corpontt4." income; I hat. is. th<• iniliol htx on 016 corporot .ou 11nd I he su~'?uent surtux Hl1 1110 recipient st.ookbold~rw. 
'11u~ will be in the direction of bringiug our unde.rl \'in~ conO!lt>t. in 
hn~ with dual of io~ngland atl\l practica.lly f'''"ry oth('i- l•rge country, where the corporate tax i ~t f@StnC:iaUy one on undistributed ineomt. 

ln m~· opinaoo it will ~"0 a ton,:: way to fon:e l>~~yrntnt by wealthy t.oclcho)dft~ at che. Hma thai rheir imMment p rO<JU(.'CH HH~ inconle I Od lt()l..ftt. P.OIIIf\ ,;II~U(IUI, tin 1~ wh(lll tliOPk\ in C!OUI I'O( Of tho COffJO• 
rati?u tnay dt'(·id4~ lo d•stribulf+ t11e COI'JX>nal a income. J need me.rcly rtt'lund you or the wnr and ()O!.V~nr period Whfll inordinste OOf'· 
~l~ turphl~ wt~ darnnwd up in 1hr hope and f'XI)('("Ia l-ion that lntln"i~lual l\lr11'( nt~ ('ould I~ IOV~tf'l't'(l tu t'f'lt.a~ thf'm. 

11 t& 111\' fim1 rom·il'l u>n that the O\lJJOSition Co your bill 11 JJfO!"P!CXI l•y the t-Ame: ruotiv(' .• l Ul(!nn 1 1nt JnrJ!t' corp()mtions 11r& bflgnu1m~ tu mnke money 11gaun. nm1 tlaosc in couh·ol oC those cor· poration~ look ror anotlwr period o r large rrofiL.., Thf\y donft. .,ant. 
&o pay the t"i.ung individual ineon-.e tax rates on th\" distribuliOl'l nf l'i'":h f'Of'J)()r&tt !-htlk unul )olteh a t in'f• a~ a hoped for new admin· 
lttn.bon. IIIOI'f •menabl~ to their , .. it1'f~ in thito. regnrd, will lower the 
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individual ratfti'. prt"CiM<Iy .._., ,_..._, 'IM~ in tlw llanhog Admints. 
tration 1 btli~~. 

With )'mlr J)t.nni!lsion I JJ.lould llkfl to add~. myw.lf br1l"'fly ,to 
rhe prineapa.l 'lrgurn.-ut~o~ M th~ OJ)JKnu•nt~ of tln11 JU'OJXklCil 1t•gaa· 
lttion. . . . .Finst. o f •If. we ean, With ('()nltiUJHU(Ub dl~p.llt c.~h, dl!t""ppSe oC th6 
a..~duOUI and t•1.1blle lllC"thod~ of tbOII!tie .rho know, or ous=:h• to knytf', 
1~wo srueturt of this tax. to instill lhe rear that tht.s•·ill bt • Las on 
arMmllliRted surytus. •rht~ HNn:.l )~•peN this morning cural"d a (1'011L page helldlme '"Sui'J'IIwt 1'nx l11t 1uo MonoJwly Aid.'' Ev('n t he u;ually ~m!lervnlin' Oilvld La.WI'CJIC(} hfiJI no'L bl'('l\ fo..O ror~r,•a.live. i~ tbe way in whi(·h he has hAndk"C.. this maun. ,rni.s propol(anda 
hu harl it~J f'fi'Mt aud Will be One Of thf' loo& tliflic-uJt e.J~tllcll~ or the op~ition to O\"ercotne. .Aln~t aU of th~ bu .. itlf""...s men wit.h 
whonl l havf'. disclb.'5e(l thiw legihlation riN"m IU labor um1t>r tht 111i ... taken 1'11tl fearful hnprc""-lilion ll~u1t it ill a ta.!C On u{.'CUIIlUlated surplus 
which willuow Jm\•(! 111 l,e unserumblod in soma W"Y· 'l'bis ia ll tax on •mcli.~- tt·ibutec.l in<'OIIII:'. h. is nut 11 tux on ~urplu~ l lhl ne,•er will be. Mr. Jlean-t a.nU lhe othe~ to tlw t'Outrary.noc~•th .... tantlintc·, 

No•·. uto the a~Ntt" t11at f:uth a t.ax wtll prtnnt the l>tuld1ng 
up of v.01 king c::al'ttal ancl surphuc in good tinu!t: and the cont.anu­anoo of dlvidends in timb or depl'eN'ion1 with a1J Mlrt.~ or dii"C )!rt-• dictions. Congress nncl llais eomtuiltt"C ne uott I. "bould tluuk, un~~;ecuatorned to immcxler~tte stuf~nlf•ut"' 11nd dire t)l-eclie:tiMt!l from 
Wall Str«t. 

\Vhat •~ the rac&Al 1'he. ultimate realities in th~ life of a tOI""' 
poration 1re earnings ~tnd etih. T1te8e will {'revail, ... rm rn•Ut:r how roueh bookkooping oml juggling io indulgoo in. :>urphL<, on tho 
other hnnd , is, as lwe:ryo•lo. C.'tpe.rieru:ed in tho hiRtory and rue:chodtt 
o ( cc>rporalte iinnm.~ ~uO.W$1 a. vc.ry plnsti~ somrthjng whi~ may, or m.s1uot. r('fltct wh~tt. 1l IS 1i11p~ to. Stated wtthout reflnementa, it .. suppo!'M to be the oxoess of lh• ru1 valuo of tht. eorponote 
.._~over lhf' ag,..rregtte of c::apitaliud owned and borTOwtd capital. 
Att..u•lly it. he a · boolckt't11ing arranA'i'ment which 1'\"fll"CCJt anything 1hnt. lel,'11\ And 6nancin l d~·,.,.iee and inl("nuity wie.~ it. 1 ~ he. 

'l'hc \'\'ry J M}~J j)IC whO HI'(' J10 '\' t.nJ.ki_ug It bout t.tu~ 1111/liU'tuen~ o r )lutt 
tiUrrlus b)' tl11s pt0JKM'41 IR.X bJt\' (' J04:n'll~ U llrt( ~t'Cr"ellsed 1l at w-il b\• a IHIIIlber ur tlevi~. I hr UW:rt rf'lltWg of wluch would tab 
m6n' iint~ chan j ... 1\""'tilablt" to m~. \\'btn surphUl hu l)e('n too Ia~ in t..lt('ir olJinion. ~ ·~ w pn~11t. 11 hax ':uln~hility. cJ1ey de,•is...-..d the :-to.:.k dh·ult••HI ;mel I'IJthLoc, wh1ch c•IIJ111nh1Ald fU111. of tJ1e bllrpln.L 
When il lua ~t lwc.•u ltxJ ~omnll . in tltl'il· npinion, th"Y lun•e Uu·~ILSC.'(l ilo 
by j~,Jin~ nn Jl1lr !'oh)('k with 1\ ~titCI'4 1 \tJlU~ o r onl,v 8 ~•.nail portion 
of tbfl paul-in t .. piral: tht-y h•n im·rt"ll'-('(1 It by coewtfiilon of bond• 
int.o Motk of no p1r uluf" eM- 1•r ~tock of •. :ttat~ ¥aloe. l!f~~ than c}), r.~ I!IIIIUUnt of thf' bund" : the'\' ha,·P w-ntU'n m aud wnllt-n up 
abS('I·s; tilt')' luwe l"('tlut'('(J lltl• pnr \nluc or tlae ruunbtr of ~hare1 of 
•look. · ~ fn1 ll tt .. urpi1L~ itt ,-..m·••rnN.Ithft\~ if u corpurtU i1,n hiS sulliCK'Il t.. 
ush. tht• qu~tioo of foUrplus will pf't"ioent no u~urnlC?'lntable oi'Jo!:ta(:lo tO tht dedantiOO or th\'"kltlldA in titnt of dep~IO.R. n-~ whO 
ron t11<! llr").."'f' corporation~ will, 11!: tht)' ba,·e m thf' past, tailor tb& 
surplu~ tv the puqJ08e. 
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h.~ ca.•;,h, hon,tr, to J)l)' ~lin,lends. U ~his J)I'Of)O>.ftl tax is 
t•aiil with corporatt ~.Jt, how wall the. c:orporauoo mamtain or re,. 
pl••nh-Ja ita cash JKlSlUOn I 

1 will •l><'ak firsl. or wh•t I wo~ld _call the ~.nv .. tor Cur/>4>ration­
that i.J, tJu:• c.'OrJlOrltion th.nl has uwaled tho Ln\'l"':'i.Juent, o fund• by 
out~oiders as contru ted wath tho closed corporohon of on~ 1111~11 or 
uno fflmily or u few indi~·idunlt~. . 

It ia safe to say, 1 ~·luwe, llu•L dle nvru:ago. IOVe:tol.ol· con>o.llltion 
hat~ re<.oeived uaore clUJ, (nHU JUVl't:~tors than tt. -has Crou1 und1~lrahutrd 
1,rotitll. And in u1y opmion th~ oonlinui~g ability of nn iru·~r 
l'OqKJratiOn lO obtam t;UCh Cl.loh I~ ~Iter ln ~bt- ,C:&L~ O( a OO~JIO,tl• 
tion that pays subbtantaal catJ1 da\"idends to 1l"' lll\'tstora. 1alu~ 
th• Amtnao T•l<r~•one & Tel•~raph Co .• the ... mplo which tho 
op(KtntnU of this prol)(l8fd tax JiftU\S to fa,Tor. there can be no que~­
uon that the \l~M_"~Quaftd ability of this oorporation to obtain CMh 
from in,.estors is deriYf!C.I from it.B u :eellent. dhidend l"tteeO'd. The 
,\nwrian Telephone & Tfl•gnjlh Co., could if i~ wanted l<> today, 
nLtain many t.iutes the ta8h ,_•Jueh it. now has by issuing additional 
>lock. 

Mr. V•:osos. "1ill tht ,r.:ntlern1u1 yield on thllt pointt 
Mr. &Twx. y..,_ 
Mr. VENft()S. May I ISI.I Jl'~'('fJt, on that point, tllot bet.Wt''rt'll IU'.H flntl 

• 

1930 the net. income I'CJ~rcrd by tho AmeracaiL Telephone & 'l'elt­
graph Co. was $1,16~.000,000; thai cash dividends pa.1<l during ll10t 
ptraod wue $854..000,000: thnt. ean1ings carried to 8\lt'lJIUJJ tluring 
thu ~riod we,. $315,000.000: aud during tlat IWliO p•riod lhe 
~"""" Telephone & Teltgraph Co. niistd from lllocl<holdera 1 
throu~rh the issua.ot<> of ltodc nghts, $958.000.000; or, in otb•r words, 
$10-1,000,000 in ••...,. of the <till dividends paid. 

1 liUbmit th""' liJ!u,.. as Treuury figures. 
Mr. Bru. (prosiding). You may proceed, Mr. Sulek. 
Mr. STocx... A., for the dosed corporation, consisting of onfl man 

or one family or M:,·eral indh•iduals, I can &ee no reuon why i U.eb 
a corporation should reoe.h·o any different t~atme.nt. as f11r sa U;xes 
at'6 C<!ncerne<!, thn!1 " pa111l~nllliJ:t or any otlul.r !onn of ~usineas 
orgam~bon Ill wlucb tbc 6ctaor~ of a. snparnte coqxmHo cmtlt.y doos 
n~t .exiSt. Preswno.blv. the. owners of such a. corpor~ttion will be 
~lllm_g to ~laoe their ah·idends back in tlu~ corpor~ation i it not, that 
ll thtar cl\o1ce. 

In conelusioo. T would lik•to oddress m~l( bri•lly to ~wo otb<r 
tfRuments that lh• opponents to thislegiAIAI.ion ha"" aM••-'· 

Tbty claun thiL the tiM.tribUiion of ~ divid~nds. that. would 
~nwumably bt _in~UO!d b) ..,u('h a tax, would indu~ undue ll>fOila• 
u~n by 1he recapatnU tht'n"'f. This argument would K'f:m t.o ((lll1)t ••th bad ta.stt- from llllo,"f. oor1>or1Hons tbat. contributOO ,·ery aC'• lnly 
m MK'h ~lation by the u~ of unnecessar,, corporate ca!'oh in tlJe 
t"a11 uurket.. • 

h il d!n:'Cult tor me to un•l(ln,t4md why tbcsc oorpor8tlon~ "'hC?uld 
he~ iOhtatous about the 8l l llJ)()MI(I irreSJ>OnslbiliLy o( Ill(\ t'f'C'i Jltet~t 
hlockholdt~. .Mu.yl.H! kUC'h r;hwkhCllcl~ will see fit. lO "" \'C the1r 
mOt)ey ngamst.a ramy tiny, tOtllhnt. lhey will not bave to look lO lt1rg6 
dn·•den<lit from oorporutiOtho in tiuu) of tlc.pa~ion, or ~hould they 

( 
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..., ~· lO ... m~ ~cash in.otht~ -vorauono ll••J' will pr•stun•bl). 
i~ Un!6 o( d~J)NiiSaon, ~""• d1v1dtndi from tiUCb other C?rport.· 
uont lf1 athhuon to iJu~ dw1dends from the OOrJJOrations ft"Om wtue.h 
lhr_y ~i\'td cub which chey so ih\efltOt:t 

[!~ any (Went, _iL wHJ g-i\·u ,tbo ,..~khoJder the OJlJKir1.Hnity lO 
•h\C-1do w'hill h~ wt.shes lo do w1th the mc:ou~e from his 111v~tJuNU­aJt. lcnsl. to rhe extent. that sueh c·n!'oh i• noL f\t"4.•ded by the cor1)Qr~t.~ tion t~ud w,hieh khonld by .all righct 00 di-.tributed to hil~l. A,!l 
to (.'AMil wl11('h the corporali~J mmt rtlain for i1's: c:orporate I''"· 
~' l uu .eee. no .cogency m thtl a.rgumenc. chat ~-ucb a. tax ,_.ill 
111~uc:c che dlilrabut!otl of !'Ucb ca.h. A manageu.enl which di ... 
trabutf'd Juch cash. lD ord•r lo .. , .• thft tax, contrary to its bttter 
judsrmen&. IS (O the cash mauirtu.eots of IM oorporation would be_. 
•~ante itA po,_tt, and 1 am not inll)r"tA!f() w-ich an a~htt"'lt that. 
ai'J[UN Chf' abusa of a function. 

ln ('()f)('fttiion, I be.lie,·e that tbe bu.fiin• life of the C'OUnlr\' ••II 
rtadih' adjust itself to this propoetd tax and ihat. tbe , .. nous · Ult~r· 
deptntlflnl elNnent.s wiJJ seek tbeir prope-r le\'tl. 

Mr. ' faeAoWAT. Arc. you here in tJu~ Ullere&t. of anybody but youf">o. 
seJf !18 II lllXl)llyerf 

Mr. STOCK • .M'~Y T stale. tho rtfl.lfOn T au1 hc.rot I had oceMion to 
l1car Mr. lloako Carter mnko *' 'IM-"<'eh Or\ tho radio on& evening, tand 
1 wrote him 11 lette.r criticizing Jis 1peech. That. letter wu aeut to 
tJ~t, •rrensury. 

Mr. 'rttuDWAY. Whom are you referring tot 
~Lr. Sroox. I say. a radio eomrntntator made a speech on the radio 

one e,·rninJr, which I beard .. on Lhi:8 tax bill. I wrote him a leuu 
in which I pointed out what, in my opinion, tended to give a false 
imp.-ion or tho r>urpooe of the bfll. He &mt !hat le<Ur oo l<> tlle 
Treuury. n •• Troa$ury commoni .. tec~ with me and .. ~ ... if 
l would care to state my views bdore thi1 committee. That.. is why 
1 •m here-. 

Mr. ThltAOWAY. A..re you & bu.sinc. man or a lawyer! 
Mr. S·roo•. 1 am a lawyer. 
Mr. 1'fl!llAUWAY. Are you com1~l Cor tan,Y. corporation! 
Mr. S'J"'()te. No; l am not. I um a8800-ittled with a. B.rrn that is 

counM~-1 for mnny corporations. 
Mr. Tur.AOWAY. So ,·ou are here 11C th(-' l"i'qll4.''i~t o( the 1'reasuryt 
Mr. Sroc·K. That is'" oorred. 
Mr. 1"a.r.AJlWA.T. You made ~ne refert>nrt there to llr. David 

IA•tt.net". 
Mr. SrocK. That is correcl. 
Mr. Tkf'..\D"'AY. About not. agrt'f'ing with hit ,.it:'W'L 
Mr. STOC:K. Xo; 1 did uoc want. tc> ,:th'6 that imprt:§icm. 1 chink 

he ~ u a Jiu h~ careless in his writin~, wbtch I think would t~nd 
\('ry ~lf'arl>' IH ~-,-rl,·e tbe an•_ra~"t- M"a\ler the imfln-'$1o,Jou t11a&. dlit ml· 
J~ t ax 111 II IMX on IIIX'liiJlUJated IIUrJlhllif. ) tlO not think lilY Ill• 
teJli~,~nc writtr--

Mr. Tut'.AIJWAY (interp~;insr). l)u you know Mr. Lt"\'l"eUN• by 
r\' f>Ui ot ion? 

1\lr. S'I"'<JK, 1 do1 .. ,tery well ; tmd I hiH't' 11 high 11dmirotion for him. 
1\Ir. TltrH)WA Y. uo you tllink chnt. he would be holding the po~ition 
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that bl 110h an wriung for~-vudiatttsand wntmg boob, an..lalltha& 
.. ,rt uf 1hing tfl~ wa.ti careless. as ,"'la ay. u1 htt IUienwnt.f 

llr~ !mx:•: I onll insist that in that ,...poe~ he h&8 boon ..... -. 
1 ... , that an~ intellirnt writer w-bo !ptab of thia AI a ta.x • 
IIUrplu .. "a..,.)~ • 

\fr TauoWAT. Of COUJ'ele. we •~ DOt obhgM to agree with your 
fin1hf\.IP- • • • 

)fr. S'n.O:. Of COU1'8t; } am onJy UJU't~i-lng. my Optn1011. 
Mr. ·rrcr..An• ··'"· 1 "''ould like to ask you. • l1ttfe .no-:e about. what 

)1r. Jo~~wn-utt did 8"Y· l read ltr. l5a,rad Lawl'('n~• statamt.nlif,. 
t do not nl~a)'81Ht''e tO t~grre '"ith bim; we ~lo not, •.ny of uJ, alwayt 
IJtfN'. nut when n witness comes before tlus oornm1ttee 111nd telb us 
tlutt • IUIU1 with Mr. D1,vid l AaWl'('lll'C's J>O~o:ition . jn lhe jonrnali!llic 
wurlil would C'iilwr II'}' to l:'l'lrry surh nn im p~aon to l•lll 
.,,, .. h • ..,.__ 

Mr. Srnx·K. I did 1\0L sny lh.ttt, Mr. Congret~~-UIPito 
Mr. ·r~~r.AOW1\Y, Or be enroless in the wtty in which he use• tan· 

gut~~, I think you ought. to qunlify yourseU 'itt tHl exp..rt ruoett1 
wt>ll In the jud~ment or meo wben you lllAke il ny 1\IC!h )ltntf'lmeut. 
L th~&l 

)lr. &ront. May I ""Y a word about Uoal. ~lr. Congr0f1811lan t 
Mr. ~r·._,..ADWAY. Certainly, I would like to bavfl your explanation. 

1 would loko tO- tho bnguag<> that you objocted to. 
Mr S.OC•. l wish l had the article with m~. 
\lr Tar.nw.r. I wish you did. We agre<> th•re abololultly. 
llr. Vn<oolf. WiU you putlbe article in tho rocord I 
\lr. Sroc•. I think it ap~ lut nigbL 
Mr. V1s!l0s. Jtbt. put. it m the ftCOrd at thia point. 
Mr. SlU'•. Y eJ, Sir. 
(Tho artlclo rofen-ed to is u followt :) 

t Wa•blutoa $tar, Apr, a, lU.'WIJ 

81't1f'WtP:tl OrAIIIJ ACAtJ'~ ("oU .Af'IIK 

1"1101'1)6m T ''- "'~ l.l.KCLY TO 1M .t>tAJOit O.U 'IIIM U' OICf'.IOiiUOl't lltr!JlUfl 

l~y U11VId 1.111\\ l't•U('t' 

•ru u~· ~·11 11.111 who 1)1 lh•,·U~thuLIICini<.'s .lifE' hwvltlllllt• In (.)Cio..• ot U 101 > . ._,. .... 
or annn•, ht'\'tHI~· lh••)' f'l1)1'f'M'ftt ttw ~;um tul•l or lmm11n t•rror In all•'tllJllllljl 
I') I'IM'U"UI"''' II~ fllfll!'!', tlu•r..• 11r~ IIWIU1 fl&, tunt IIU"'' In tfi'I'I'•Uou, .D,) 6114' n( 
•bk h v.IU dt•Ub4~ IJO• lltngl~J (lUI tullm• 1111.) U lhe I'OIII!I)ItM•UJI rau .... • o1( tblo 
nne lk'PI"'"'>~k,ll 

J\loot wl~":b ron~ "'Ill bt' M-I{O(tf'\1 ror l,'ruJ~I.!c bl, of C'Otll't'll•, h111,)01\('lble t·o CUIII­
jft1.,. .. hut h fll'('lnll ~IIIII', •ad inda>d d~l~~tll.) Vhblb~. thai UM" Uti>ttlrldtd 
"lli"J-•111><1 tn tt ..,..~1"1 Into law a.a a bui!o of Ao..,.rlc'u In poUcot. •"Ill bt • 
_._.., NI!JIP of thl!o llf'st ~k tolhiiiJ(IIr n_J'"~I bt tht' Vnllf'd Stalt't. 

T~tl...._t b. plll~ up tMt • tU ~ ~ ,,, a ~IIJ' .... tQn"tl~Jbt .. 
tlaouDd to brl• lll h• .. k~ ~ dklrf!llllt ... rouowf'd liM> •••k (J( •~ ~'llll!lf 
liMo _..,rllt.) _.( thr 4 Ulrftt ~. 'KU l•tntuUr11bl1 r\'llltlt"to(l b.) thP &ai'J" 
,._.,..... •h.,... ..... , ~ h.,.,_lldfod for tJw t&l IJhFIJ. 

t.uo.: .......... OC'\"tr'fM 

n..., l•tt-..c noll•lole- 8,.'"11"" I!Obow, for lqr.•~. that I• tiM! IS fi"AN bet~ 
Jf(tl •t~~~l ltll.l dh1dmd• a.~MUuted to $SO.iOO.OOO.l'OO, •" •pln.-t .. t.()().\.(nl.OOO 
W tw1 tnn n"' t...- that l*"od. ln otbft' Wt!l"d~ •II lbt' nf"t lnC!t'rtlf for ~~ 4 
,,,.,.. , .... ,.. 10'.:0 Hr lt<t:\ wa- f"X;JJHHtk-11 to 1U4'f1 dl1'1(k·nd f'('(tldrf'tnf'lllfl and 

• ( 

I C 

J 

111{)0.00(l.l1'0 of l.,..lt_. t'W* P~t ~alated •a.rpa ....... •• a.-t._.hif'\t 
u' •tll. la a\klllhon, abllut tltUUHluOJXA) wu dl!!kn~e_t .u1 •.t wrpla..,.. ht 
-.rH 6r&dt .. aaJ l*rlk""IIJ.rlf P.1 rolls. Wt&al wroakl ..._..,.,... Ind..,.,, a.~ 
bot"oN allle 10 do llltd thl·,. .,_...... ..,. fAidl turplQf>lll 1\•a..t .,..,., .... ,.., -.., • .....,.._, 
10 tbfo ,\~0 dt~llitlal ..ttuttDry if l.be dhldmd:!i lbal .. ...,.. pahl lwld ~· 
~ •U~l tlu.J ........ aU'Kt>r, thai •IIIMIUI ,...,,,.,..,. ...-t •"drr ftlft. 
)Mf ud •ltbcUtl IIW" l;llrf'l~•ln,a po..er a.otllnve.;t...nt fuM•ll- fun1lhb1'f1 b) d)\l• 
detClf tn ·~- llJIUU'. t"'ftllii!GJ' 'll«lWd haYf' ,,.,...,.. '"''' \t"'l, II• f'Ull''")""-.. 
(~I oul of f1ll l'lln) ••~nt and II~ ,..pi tal lol'M.f'll 'llf(JIQ)d. tt.n bo't"'ll I• <ill 

To tut"("t' a cUitlutwmt'tlll ot dl"ldll'ftd:!l wbfou lliii)OJW) aatu:ta,~tlt(•l!t wc.utd ~ 
1n lndlf'alt• lbat Ju•t ,,..., "''f>r'H' t)l)lh.,. Jp; ·~tlat n• .. "" lhal thl., ~._.IOOJ4. 
bUll.) (o1r dtWI'IIIItliiiC tbr fUIU,... ur A..ltlf'ri~D buth~ lll.ll) n.'M *1\ia"•lt (Ill 
oort"rnt1'14·11l tttHJ urn on ttu• UIJifiJIItnl or ~Stuc:kbold1'1'!1 or uWlH'nl ''" partnc-r'll 
~ l hf' ('ll!lf' ...... , l:lfl, 

'11M.• liiJot uunlt• Wlllll blluned rtu Wall ~tn•>l.'t-tbe nes• liCK' 111111) l..r llohllll("l 
on Ibn t•• awllc:y or <lo' , .. ,. .... ~nt. 

t'Oll1' or MVHJ'J.t•fl 

One 111HKti'Umt bU1drl-- bJLC rtrurec:t It OUt l~l tO rf.!hlhl • 8U'11IW. • Ill t'(llil 
atMKtt 4(1 t)l•~tlf, It t'flll ret rttphal mueb DL6~ rt•u•ou•bl1 lit IIOtruwlftM, 
but till., fortunlltelt. IJt. l)l'lota~ the eomr-PJ' lo qut&llon a.lrt••dr hat a •u11ll\lf 
w'bk:b Pft'IIUUUilllt will not be tu:ed. So It •111 be Ia u ()O!IIltoct to borrow nt"W 
111QIIf1 •n..1 will. ot ~ll,.., dl.llt:rlbote 1&3 .t~Ut'J)Ius ln dlv-Ldeo<te nlbt~r l,.._ .,., 
ttle PtQa1t1 tu. 

nut lM utber ttprt of butito.,_ wbkb bu no a«vmubr.t't'd JWPI• will borrow 
•lib d.UikOI\1 MDd tf It dON I« fl"t'ddt U m&J' be ......, tbe ftnt lO <'OlbiM &I 
tiM! dnt ad\"ffM rum In a boitlneta tl._ 'Ibis If bta .. lUI OOPOnODII1 l:a 
,.,00 limN to buU•I up a mrph• to tale can ot. ua.ul Jtnklnc; nand rtqut,.._ 
.mtll 'Will be lmPfdotod bt lbt..,... tJI!t pollc7 of u.t ~IMQt. 

Bill W' .. t wtU bt tbe pll&IU ot ~ate. dlat baq ttlll:uAut:ed IIDrpl..,.. aad 
•be lod a IIUddfoll aM for ('alpll•l W1IN ~ , • .,... ctowawardl n.. 01...,_.. 
uwttr 10 borroW t'UDtbl whN a11 <'OC'J'(II'a.tkotc ..-...m It _,. be d«'C«'d 1111 ti.riLt 
IDOOf'J c•oadUJo• or bt ..Sd•olilCINI r.ccort. It l8 co •''old ~~tit'- lind 
crt a tiiiUliOo that ~eoa aft' bDilt UP. .o ~ •10 Uv-e ,_. to Wf'lll ... r . ........ 

l'ctb-1)1 tttco tn011t an~alnl' aJII)e("' of t.be tu NtutJoo lt Otaa. DO bill h•• 
been wrlltm •• )'tl b)' tho IJOUM Wt.)'1 aad lleans Ooanmltt<'6. Utar1niJI .,... 
bet.n.r b<-ld on 11 n ru .. dm~le or l.beol'elleal buill. Tb~ u.ct worilllll of I M I• w. 
the •o1~ •un~>ndmen~ to pMtf'<'t certal.n Q'flell of tom(lllnlr. In tbe b•nlclnl' 
llo(l lnttttl'ft~ nehl hnt"e not bc!en rtrt"eak!d. The ~rlllJI belnJI l~o~•l41 al"t' 
J;lt'.rfurwtort 11nd will hav·e to be duplicated whtu the f'_Xflc1 llhr .. ooJOC7 or HMt 
llrotiOI'l'(J bill I• kUO'\ n. 

llti!UU~Of' ON' UIA(ll.,.'i'.Aa'J' IUI.J,. 

MIUIJ' thiJIIQI uf .II .-or l'('<'t>llt:ntt;J and reY'Oitli.IOO&t'f I hlltiiC'It!r IUIW• l 'l.'>l'fl. 
dvnt! by t11~ Ntow Ot>ttl 1*"'-Y• bul nochloJC quite eo I'IOYcl •.11 10 hulol ..... ,. 
to,. oo an bt~~~lrtoary bill wllOI!e onty outllne hns beof!u sm.."!ot"llletl In •• 1wto11 ~ 
•lfllll.nl •ue~~M,.-, and In • "•lf'tt.l.J wortled l"t':I)Ort. of a I-IOU~ ~IM'Onw•lllt~. lht 
.toobt~Ut rbe ~'•It nunt'e CommlttH will bold bNr1~ too. bul In tlw 
IIIMRUOM! butiMtW Ullol'of!t'l.AIIlll' moUI(II~ and 1 .. ftnandal IMNIICrr'll of Am.ort­
U'a totet"P1'1118 ao not know bow tbtr 111G!it •cUa.t tbeaMth'il!l' to tbtf llf'W tu ........ 

.A.MQrfdty u.. lntOOM! tu Ia t9l3 na • profoucMI ldl:l~ •oon tbt r\IOdoct 
ot ~ • .,_. .... Bu wllb tbe lll:&e aDd .ale ot OflmlllOM tollaT thfo 
~ tas oa andh1dfd ~ '-~ to u~~~e o "" ~tf'l' ,,.,_ 
formatJoa 1• .etll1eda and ~ aDd 8t'IDt dar. wlltN ~ MOtu,.to• .,_. 
lN tt.eN D rtat Its< of ~ adl'fl'lllf,J, tbe Sa.Uaa wiD ~ a"Wf to rumhM~< 
t. f'tf""'*'t t.M tar-~••ddDI' lnl~ of tbt ~_...._. au.nr: now brln.t 
~ • 1.._ JlCllk7 trt tbrtn •DCI: ~ 1.a a«U•alatlq a ,..,...,.,. tr..r • 
Tti.D,J da,J. ~ JW'OI)Oietl tU M t•otA'*"'lal lO •.JIIIIIl. ~ raJDJ' 4a.)• Will 
aev-tr (ClaM! •ntn. • nut. tmJulrrii.T. thfT do ecae. a.od )'Mn aftM" thfl I""'*""' 
f'tllq)Oa .. ble tM the polldf!ll tb•t brought 1bem oo are out of •·Glee. and hconr.­
lmma~ trow l'f"JltiNia at the t)lllll& 
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Mr. Touowu. You •Y the artide oppoa....t la.t nijlhtl 
i\lr. $Toot. y ff'. 
Mr. T ... nw•~· Wbtrel 
llr. $roc&. In the Star. 
Mr. 'l'lluow•Y. The article that you ore findong fault with! 
Mr. SToco. Y.., sir. 
Mr. 'lltuo-.'AY. 'Wbuein he wu c::arcl~t 
Mr. 5-rocot. ln my opinioJL .\ud I think l ho<e olatod the buit 

(•f rny opinion. 
Mr. 1 KF..AIUUY, You say that tbat article evidently imcinuat.od that. 

Cht iulJ)r(W"ion was gointt around U1e country that. thie bill was a ta.x 
on ltC'C:umuJated surplus r 

Mr. 5-roco. Thot is oorrert. 
Mr. 'rniiAnwAY. llnek surplus! 
Mr. SrocK. 'l'h•c. iB corroct. 
Mr. 'l'wuowAr. Now that has been Btok'<l, .Mr. Stock-time and 

time ami lime again in tile pr~that it. wu to~ a tnx on fttturt 11ur­
plu• And thot it had nothin~ in the world to do with wh~t 1o .. boo> 
1n tJu~ pUt. acC'umulat$1. Now. I cannot. belie\'(•:, even ()0 your word, 
that Mr. f.Aurn-nc.-e uen intimAted in any article. that. be' wrote any 
OU<h thing or mode any oft'ort. to dteeive the public in what he wu 
a1tnS{. 

llr ~. I did 001 say that. 
\fr. ·r.u.DWAY. £,·tn to the extent, perhaJ)8, u we of~n aU of us 

''0. tt~~~r lanlt\11_. taftlb$1y. as you aid. 
Mr. lhu. Will the ,;onO..mao yield! 
\lr. '1'11uowu. c.rt&inly. 
Mr. nn ... I belie•• the gentleman Croon ML-ehu ... ltA u.sod the 

word futul"6 iiurptu& 'VouJ() it. not be better to My futu t'fl ~an1ingsf 
~lr. ·J'Kr...\Ov.'A":· Originally it "'a.S rurplus,_ and ewnuudly we s.,'Ot 

l)u .. rhangt'd to moome or profit; and When we gtt. a bill the Lord 
~1~ws where "•e w.ill be. At any ra~ it. is a ' 'e,ry cltangeable propo-
81t •on. Yo.1 t-trt.eunly would tmt claim, Mr. Hill, Anything but. th1t 
oriWnnlly lha Treasury ad,·oc:atad a laJx on future ,_-urplus and thN._ 

Mr. J I au .. Futuro earnings. 
Mr. 'I,_IIEAD\\'AY, li'uhu~ e.tcnings in the. form of 8UI'[)Ius, 1111d Ut('n 

you c:hanw.-<1 th~ languugl!, or somebody did all around 
Mr. llnJ .. 1-'utu~ net inc.ome. 1 

' 

~rr. 'I"RIL4ow•r. Yes; ~uture net income. But the~ i• on6 otht.r 
JIOI!H· You were ~ftrnng to corpontions that raistd or lowered 
thtlr llll"f)IUSM at w11L 

Mr. STocK. Y~ sir. 
Mr. 'l'lluown. Do you think OD)' oorporatlon of bwolllft5lt stand in!! 

would clo I hat 10rt of thing, inteotiouaUy to dece.h'tl either their O'tlift 
oModthold•,. or the public or their cu.ot.,;,enol 

Mr. ~ Well, Mr. :rr<adwoy, that ;, a ldnd of a dooblo-bor· 
"1~~~oon. ttg.,w '"" !"'I>Uate it. I will be Iliad t.o an•nr it. 
the q;_io;:,•:~~~- .!:;r;te

1 
•t any way r,ou wont. 1 am only .wring 

~lr Sn!cK ...., o what you oaul. 
.,,111,j .... th._ M.hoto, •• tdhe fir:;'- qu..Oon, whether tl~y haYO done it, I 
~ ·' · ·01 ., one I" very frequtnUy 
l r. 1'11'\ll"'AY. For t.h6 purpoees or deoeplion1 

• 

• 

426 

Mr. Sn><-K. , ... to tl•• purpooo. I <anl)<)t -.dt th•ir mon<t.. I ran 
onJy jud..., thtor obj..,i<e activities, you -. 

)"Jr. 'J'aa:.u,.uY. Would it not be well for you to be a little bit 
io101'111Cd I 

Mr. $Tocx. Wtll, I hut l,.,.o a cl<lSO t.tudent of corporation 
fin•~ for 15 yeara. 

Mr. '1'11-.own. I om a/raid that it baa only boo> th...-y and 
nudy rather than practiul finaneiol expo.riw<f. 

Mr. STOCK. May I, in my own defense, Mr. 'rrtadwor, wll you 
that l w .. ch ... n by th• AmeriC&JI B.tnktl'!l A&oooi•tion In 1932 to 
write a book on rorporl'ltion finance !or the AmeriCAn DanJc:~r1 ..AJ8o.. 
dation. 

Mr. 'l'ur.AOWAY. 'l1lcn you fll'e nn e:tpert on finanaet 
Mr. &rocK. l do not think u,..., gentlemen arn thoorcti .. l. 
Mr. 1'ncAJ)\VA.Y. 'rtm bankers are notf 
Mr. &rooK. I do not think so. 
Mr. 'l'lce..owu. No· I will admit tho.t. 
Mr. VoNI!O><. Now, having .. ttlod that--
Mr. 'l'auowu. S.lllod nothing. The ,J!tntleman baa not .. moo 

anything, eo far u T can ~, in the way of 5Uppo.rting bjs araun~t 
tho~ oorpc>rationa will bocl< and fill and rellmUige their Oj;t~,... to 
l Uit tbtnlMI\'tS. 

~lr. Sro<-o. MOT I <ite ~ one pruminen~ uampl• of whot I 
have in mind I 1'hat ie t.he ~ Automobile Co.1 at an e.un•ple 
of iDOretiiUl!! surplu. by the devt~ of no-par <toea. And may I 
NIOOOlll1end to you a bOok <allod Main Street and Wall Su..~ by 
Mr. Rip~y~ thai I bfli••·e !ould gi•·e you dOltA'no of """" prominont 
exampl8 o tht •me practice. 

Air. ·nu..u~·•y. I noticod another th;ng that the gontlomon from 
Kentuoky (Mr. Vin110n) waa •·•ry glad tO help you out in ooruroction 
with JOUr refert'n<><' to tho Ammc:an Telephone & Tclegrollh Co. 
I oohoe. ho did not. ha\'6 anythjng to offer you in the way of fi'Ug~ 
J..~OHlt Ill rtg~rds their aocumullated surplus or Slock dividendi ur 
rights th•~ they hnvr dispot;ed of in oJre last few y.,,,.,.. He only 
eorried thol up t.o 1931 or IQ80, did he not! 

1\ir. STOOt<, '! 'hey SOOPJ~d in 1931. 
Mr. 'i'tt&uw•Y. Oh, they did! WeU, who~ hove I hey dono In the 

way oC_paying dividtnd.$ since thent 
~lr. 5-rocK. I think I tlln explain that, Mr. T"'odway. 
~lr. TaOAown. Good. 
Mr. 5-rocK. Up until 1931, the American Tel<phone & Ttle~~~:oph 

Co. had an annu1l building requirement of tome four to five malllon 
doUara, by virtue of upansion, alte.ration.'J, and 10 forth. A htr 
19311• u a .,.,.lt of IOM of IA!lepbone stations, th•J cur1ailtd that 
builcting P"'.l!""m Yery oharpl1. The .-tit ~ bten thi.: Tbty 
hne oppro:runottl.1 6 porcont per nor dep....,oUOn <hof!!O apon.t 
roughly $5.000,000,000. That <bar,i. ;,. olmoot. twi~ tho annual re· 
tirtmont for replaeed equiP.ment. The ....Wt lou bten that tbty 
have had ovtr a hund.red m11lion dollars a yNr of cabh ronung inlO 
tJ•e COI'))Onl& treuury by virtue of the unlffitd dtprf!lriation chargt.. 

In my opini<>n1 thfJ <ash whieh they ba'" bten po~ng in di.; • 
dwds ••- 1931 nu bef.n ooming out of that cash wht<h they hl\'e 
not n..,..od, 
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4.20 llX\'ENUt: ACT, UJI 

Mr. r ...... ,. .... Om of ..-hall Out of U~ <l>arr• for dtp...,.. 
ti(Jnt 

Mr. SflX.""· That ~ COIT\"t"l. 
\lr. Tl:r-AO'II"AY. That tbey hat't not U!lf(H 
\lr. &ruCk. TI•at b tOrred. 
Mr. 1\u ~O'Wt'AY. What does the lntf'rna_l Rew·nuf- Uuruu ha,·a to 

J oho<Jt that I 
ltr. \'t~fiON, w·hat bu. .. int'S:S i.~ it oC tltr lntt•m•l lteHnue. Bort>.au~ 

~lr. '""-'d u vi 
\lr. RrooK: There i• no tu r>rObkm onvoh·~ th~re. 
Mr. 1'1U!.\DW.\Y. \\rbat. about. thto dcprcc:uUtOII thn~ you uy that, 

LJu~y li11v~ clutt'ANI un their book$, and lhnl 1 h~y dtd not. actuaUy 
havol 

Mr. &rooiC. Thnl. is ft !:iCtrUp or ~1'\'('jf fOI' lutua·o requirement&, 
you (t('(" which ilc n flecl.«< ill easil which ia not now lxllng used, but. 
which will Jll'l'Slllnflbly soma. day lllH'(': to 00 uf("( l. 

llr. Tar.ADWAY. In other wol'ds, do I unde..,ttmd you t.o 1ay thAt 
in tlu" IA.i-t. 6 yeaN the Amt'rican Tclel'bone &. Telegraph hllve not. 
aonf' into lhear surplus account 1 

Mr. &roc•. Or course they hAve. 
llr. Tlue.•DW.r. To keep up their dividond.t 
llr. StocK. y.,.. the dividend fl'lymtnt• have ~n "'fte«rd in tho 

rt(lurti· n of ~urpfus. but. they bare had to pay thG~~tP: dividendi in 
<••h. ami that ......r, h .. ...,_ from the fund wh1ch l *Pf'lk of. 

Mr. Tu;,_,o•·Ar. Thai cloes oot aJrtct. the fact that thty did 001 
tam thf' dh·idtndAl 

Mr. STocK. n ... ,. did not Mm lhet dh,ideutl!i:! no. 
Mr. TaunWAY. Tiu•y kept. up thf' dividt'nds for tht•IM!-ntfit of thear 

.,,..ld,oldtra! 
Mr. STotx. Y("fL 
Mr. Ta~AnWAT. Well, we agree on tllat i thank yoo. 
~tr. Vas80s. Of couts.., U1e point. iUu~lrat«l by my reftrenoe to 

th~ Am<'rir:an Ti'lf!J\hona & Tele~rar>h Co. was that. dur1ng the fat 
yoo..., Jf}'JJ to IO!lO, even though thoy dcclnr<ld in dividends $8.1-f,. 
000,000, lhhl' I'OCOYer<'CI back from U•o snl!' or ~l<>ek •·ight<l $101,000,000 
O\'tr 1md rtfMJ\'h thot, cw as sum toUal of $938,000.000. So Utat. tJ•ey 
woultl mwN· ~"'t. c1mgtu. ot the rnaxirmun nLl(' of lnx ""' nppli~l to 
mon~.vw retninNI. 

Mr. S'JOOK. Mr. Vinaoo, I n>igh~say thut the Aul<o·ioon Telephone 
<\ 'l'olo(l!'lph Co. could ne•·er blivo keJ>l. up wiU1 ito building ~ui,... 
nwutft af they h•d not betn ablo to raJa& l'm iu tho. way you indJeate. 

Mr. Rao. Wtro you invil«< by the Tre..,ury to "'""0 hero by ttfe. phone or by letter t 
Mr. Sto<i1<. By telepboce. 
Mr. Ru.o. A~ your 6]l<OBI!S being fl'ltd by tho 'l'rouuryl 
Mr. Sroca. llo ; they a"' not. I om btro on my own buam­
Mr. Rrm Yw hno cliMI8 ..-bo an in~ in thioo bill! 
Mr. $1«-a. Noc a bit.. 

~~'j' Rr.m. You •re just lobbying for the 'l'rouury at tl1o p,_nt 

Yuu ~1 not ·~~e_r that i! you do tKJt. went to. 
Mr. llu._ (ptt<•dmg). Ilthereareno funhorqur.li;ln•, tltonk you, Mr. Stork. 
·n,t' llc>Jt wirn($8 islfr. Fnnk H. Hall, of New York. 

• ( 
SU,rEJIEIIT OP nAD: II. BALI., IIEW YOU Cl'TY, DIILECl'Ol 

All]) OEIBJ.AL COUlfSEL OP TKE COllll P.lODUC'nl lUllmiO co .. A1n> B.El'lESEliTIIIO ALSO THE COllll llBl'DIIIIO USEA.ICJI 
FI)UJII)ATIOR 

)Jr. I bu. Mr. floll , tll.ato your nameaod thoa~pacity in "hith you 
appear. 

Mr. llAU. My 111me is Frank H . H all, 17 Ba~ry PI'"'!'> No" Y O<k 
City, diN'<tOr IUld general c:ot.msel of tho Corn Product<~ Htfittint: Co. 

Mr. l ltu . And you are appearing here on behalf or thot """'I'""Y I 
Mr. J l•u. Or that company and tho Com lkfinint: LWO....reh 

Fouudation. 
Mr. llu..t... J low mueh t.imo would you requii'Q for your ~tt Rltnl(lut t 
Mr. ILl Lt. About 10 minutea. 
Mr. Jl 11,..1 .. You If(> I'('COgtli~cd for 10 minutes. Pl('u"it} l)n.M.:t'\"<1. 
Mr. 1 I Au .. Mr. Clutirme•n and ~nllemen, I WilDt. to io~J,.,,k unly with 

rel1tion to that part of tbo propOiled tax l:iill which i_g ~rt!rred to in 
eection U of the IIUbcommittee. report_, pnticut.rly on I>IIJ-'!19. That 13 
the windfall ta~. 'l'hat tk'ntenre on page 9 re1ds: 

The M11na prtt. aboakl be atUuted bt the dedPnkln. ol •111 auwuut. •a_... 
qDftlll1 n>~Wid to tbe pu~r. oa or bt:lote llif"('b a. •• or SI'UhU.nc to a 
tnaa Ddt wrtutn ooatnn "tff'td Lato on. or beoo~ lla.n:t. & tOSG. u ~YlaaH,... 
-..c Cor tbe U~Mot lwlocltd Ia , .. prl(oe CIO at'C'OGUl ot ,. o:d~ tu: 

I am ~UII,y •r>taki"ll in btlalf of the sooood duo or ..,.,.,."" n~tn· 
tion .. l in tl>o btginoing or oodion u. 

Oeli"rnl Wbo b)(ludfd U.. I.IDOIIlll ot a Yedeftl 6cbt tu Ia lAtt ,...W. oi podt 
lOki b)' t.tte. but wbo tl"eN .,. n•~ttaOr rti.mbu..rwd bJ" tllotV Yftdot~ tor tiM 
..... t of tbe laJt. 

lmmediatdy following tho decision of the Unil«< Stat .. Suprem• 
Court. on the oonh-titutionaJity of the A. A. A., the eon• ~.fintn .enc.to 
the ,PI"'fflll8 or releA*!d to 1 he prt'lBiJ atld aem. out to lhe trado tJ•e following 
notlee: 

The (lom IIH1U•LrfM lt~f\.it ll"ound•Hoo IDUOU,DC:.W tOtJat thll 10 t'O.-. 
t('Clnh•a l'tltai.Panltw \\110 h~t,·o tA:t rt:runda tomlo~ w liH"'n "-' • )'('~full. or tM 
dec-.lalotl or lhO ij;Upremfi (.)()urc, lnvaUdatloa the Agrleulturwl AdJUiliii('UC Ac.1.1 
IUI\'0 ICivl.lled tM roundlltJon diAl c.hf'l r COIOJ)tmlt-. ucltJ~r dl.'lol tl) nor lncen<l 
to derh·e 101 prollc from the return or these tuee. and that IL .. tt•elr lnu•••· 
doo that theM ,.._ru•l('- li'llllll be pt~.llle(l on to tbelr cuatOnM!r'• Ju•t •• tOOn • • 
l.be ..,.., lltlei•II.Y do.r uotl U14! nt>('eAil')' p~r,r romputadtnl ami aliJutc,.. 
mentt ~o be tafltted. s.,. tbe roundJUioa: "'Tt1e burdtd or Pro<881n& bl.xa Ia amenl wu b«ne 
bJ' tbt wu ... te ~"<IOIUmt:r, aot1 this lodUIUJ' would feel ltMit au.JU~ttlt ..... 
rlcht(l UD~ ll ltlt"lh(Hed.. to C.be belt Of Ita ablll«7. tO ,.-tone U... ._._._. .. 10 
I be _peopr. wbo ac:c.o•U.r l*hl tbtm. .. 

Tbt followiAI' n~R rednf'nl are ~ ot the to..W.tloa : 
A~&N.a Mlbl Procluth Cot. ....-o.--
<lltatoa Co. 

Oon .,..._ -· Oo, 'no Dol>_ Co, 
n. u ..... Mllllac' 0.... .... 
!1M ltctTft' 8tar'cll eo. 
htlk:lt ll ftrd., Lt... Inc. 
P1et Bro&. 8tardl 0.. 
A. & 8taJf.t M-aauflltel-orlac Oct. 
tJaJoo 8Wdl A II<Anlll& Oo. 

~· ... , .. 
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l'nrl~r datt- of February -l. V,~ and 10. thf'f'le. of th(' l.vmpeniN inttr· 
.,,.,I 10 th< indu.·try "'"' - 10 the mu"' lradt. 0"" of thooo 
~taintd lh1~ daua: 
~ bU w... .,..... d~ abOIIt ~ c-•..tQ a rt1roao:1h'f' t"Utat 

tal wblda woo'd 00111• .. 10 pati!M!ao ft'f"~ n« Ia Uvo, I ohN iJl-.tf'lll ••· 
f'nu•nt- 1'bf1'fll• _..... ~U' ('OIIIC.'t!nJIQJ" the "-'I'UlaUtoftl t•f lbe ~I"J 
Dft;•rc-..t la f"«!Df'('Ck-o wll.b tbt tocom+-t•.-: Ia..-... 

11 ml1 bt liiOIDP Hme bel~ we 'Will hc.w ddlttltelJ I bat q are t'rw!t ot t'e 
1111..,l,.llltt ot b.arlltl t:O 1"1'1 all or a portloa "' ~ l't't'u.rul,. lo tlw Oo.-tmtUf'<Cit. 
Wt art, of «<UI"'f, tu:l'pt"fal 0~1 l.bAie ul:lt'et'1JllnUc. ..-111 btol t>lhnhlJIU~ b) tloe 
thM ollt f'Ot'IJI01allon• arO eompltted. 

Tn a ll"'t''nd lttttr to the trade, there was this paragn,ph: 
AI tCMt bue doobl1f'IJS tl'l!D iJa tbe public JJI."(llll. nrlout ))ro~l' •l'f! l~eh~.; 

omtle In Wttabh~.JI(rn whlt'l• Include tb4! J)Q8181blllly ~r 111«.1 1\\VfhlK or a rttr~ 
~ldiYt tlC~IIO 1111: t>qUifl letlt In lliDOVrlt 10 tlH! luYUihliHt'\1 proo..lnJl llll'e&. lt 
CCIIIJU't'IN lll.b®1(1 put toto etl'<..oct. 1bls, or a almUar Jlr'OI)(Itl.lll , tlwu the ru.u1 wblt:ta 
.-., now l'l<lld woulll b~tYf! to be oaUI co th~ United MtAtflf Oof~tnlhetH, and 
uot to our eulloi»Cf'11o. It ronoww tbllt the dl.ettll)_.lloo ot the tun(l mutt •••It 
lht liN Wbtll wt tttn det«miM ~·ltb rtUOMblt~ ~rtalntt tht llt'llon wb1dl 
('oQifHII at.lll rate. ()b,·towtlf, It would be uortuOUMt)l(l to ~li'JJtn. Uuat we 
ahouLd dt .. rlbate lhlt toDd to our CU!Itomtnl .o lflhlf u Wf' are tbl't' .. tMIC!d wllh 
c.bt PM~lbiU«1 or ha'tlna: to "'1)&1 tbe fund to tbe Un.Jted Slltfil Oovtrrlllliell&. 

n 1o fint of th- letters went ou~ February 4 and tho •cocmd F.t.. 
ruary G. On February 11. our oWD company IODt this leiter to im 
ot.ntire trade: 

.. : RttV:D4 of IN •nc lU..M. 
,..owe .. ,.. ... : 

ra onser to be ,...recs to promp&l' ~pt, w'IU. eM a.,...lk'M politr ot 
.. , tecr..t17, 1~1a C....PD.T Ia DOW' fllP'" lD cc.puU. lht adj'*'Df01• dw .., 
ntttOOW"ra oa a«<GDt ot tbe ~~ tax._ prertoualT fJ:oJ)OUndecl br 1il« 
;('OUM ao4 DOW reuamf'd to us or wllhbtUJ frOID ~t. 

Wt ND be crMUT aM~teed tD ltd~ wort If our tWOCOftl W'lll 1!1"(*1Jtl7 
fu.mlltl q wltl:l the datcw aod nGU~ben of oar ln•oldl toVf'rt~:~a IIOCK1t lh!wfd 
t.k• bttweeo JUill $1. 11$$, fln4 Jannaey 7, JSKJ& 

Do DOt IIK'tudt l.n\'OI<"i''J «~~:inc c.TUde or rd.oed t'll.l. h)'drol. or t~. u fuO 
tu ora thMt ltenll wu at.orbed b1 the manutaetUrt1' ami wa• uot lnd®ed In 
..... prkt. 

l'OUt'l vt!t")' lTUI7, 

--A;;:;;,., Otportmt'll, , 

On M"rch 8, 1 ba"e a copy of a lettt•r her(! which f fl('nl to • number 
of our eust.orners in l"eSJXInse to demamdt, '"Why don't we ,::et the 
ntOJ~yt Jt ilaafer in 0\IX hands than yotu·a.11 And 1 would like to 
rtt.d rrocn that.let:te.r: 

Oar (VIDJIII.IlT t. oow tu&actd lD ..-.&J~~rlak to IMkfl dlttrtbatlon ot rllfte 
rflatMt.. bat tftb,. ba .,.(,ew ot the uDOGAC"N poUq ot tbt admlD .. natito aDd 
1M tu .... ~ tO be tubadtlftl to ~ &bit Wt N.DMt .er•ll1 
.U. UT ot ..._. ~- utn we tDOw JDOre deftnlt~y tbl: lui ua.to- .. 
.,...._ b71M ..,..,eud tht nooee ot ~tiltl.,. • tbll .. ttff'. 

Wt -~ Mpe tbat .o ltcWatioe w1ll be enadtod W .. ktl W'UI preft'AI. oar 
PQtN ...... tM ~ lUllS to 0.0. ot ou cuto.wt ...,. we f811 JbooM 
'-· e-lltttd to l'tftl"' l.be rtnaad5 aad wbO we upeec,. 1J11 tum. wiD .ot'(lU\ 
,....,..,., to tklt ~ ID tboae C!UN wlaere tbe ~ wu ft6eeiH ta lbetr -~ri•ft.1, lhtn, go~U<mtn, I am ool! ~~pUicing to th~ limit.sti~n 
wht<h the IUbccinimtt'- bu N!COIIllllell.ded, that Credit be a llowed m 

. ( 
«mm~ 1--alh tM •windfall"" lax for 1;}\' rtfund wbirh tfw. proo­
~ may h&Yfl made to hi.r. totL..tonlt~ prior.to Ma~ 3, 1034. or pu.-. 
suanl to a wntltn contract. m&~le pnor to th•t dar.. 

In olh~r wont•~ if you wilt tak.e the dt.Se:ription of the dMitr which 
appf1U'I m tht. fin.&. part of thts paragrapb of tht IUbcotnmittte'a 
report, tl•• dMitr who in<lnded the an•011111 of the J.'odtnl ucito taJ< 
in tit< pri"' of I(OOd• sold by them, but. who .,. .• ,.., •u'-Jutnt ly 
reimbllJ'i.NI by thttr nnctors for the amount o! the tu and no ma &.o 
t~r wh~n t !lf'Y "'t're rtimbur~, permit .the proc.eaor io Mt illy hil 
tradt', Jf h11t trade chd pa,.,.., til~ tu on ln the price ht.' in tun1 to 
make a r('por1 rnul atwunl for iL ' ' • 

1 t.n1~t 1 h8YO mtHI& I he IJoOint clear, gentlemen. I ant only 8pulc· 
ing oC lilt~ JirnitAtiOil I hal, ftS thin~'$ stand now in CliO 1. J)I"OC(IU()r 
Juis, p•·i01• to MArch 3, repaid his customer$ w'tahwm· tax he rnay 
luavo rfrOOVCrt'tl by ''irturo of tho decision of the Suprtma Cou"" 
lhaL iM f)IJIJ('(I, nml thiA uwintJ(all " tax does not apply. 

In our inchllllry. we pmmisod lhf? !f~OnC>y to our C.U8t0fn('r"f, but in 
au t:eC'e£18 or cuuflon, perhaps, waatiog to IJee what the ltglslat ion 
woold be. we hovo no~ yel paid it off but have oet it L•ido in a fund 
lVe promi~ it to our t·u~lOIM'ts, and w-e u:k vou togive utt tht am~ 
opportunity to "'fund it to them. • 

Thank you. 
Mr. ('oona (p,...iding). We thank orou for rour ttotimony and tho 

infonnation you bn• !finn Ute comui_iltft, ~lr. Hall 
ACCOC'dJ!'If' to tht' nl~ndar, lfr. ~uts: Suebf!r. of Dayt~n. Ohao, &A 

the nut Wlln~ f I'W.CIC'e OR th&~a.Jnng•g calendar lhat ht balll hf-tn 
rnarked oft; and T a~UUlfl that tb6 nut. ~ntleman. Mr. W~lhtDtr of 
Dayton, Ohio, will ' l""'k lor billl8tlf and Mr. Suchu. I L .... , ... !rr. 
Wt1hener, you are a\>poon•tg ror both I 

Mr. Wr.a.nr~r.a. 'No. Our pl'()blcms are. similar, fJO I thmlftht one 
of Ul would 11peak to you and g~ve you our ,·lews. O~.tr \•ie'A·~C'fJIIH"idt'(l, 

Mr. Oocwr.a. 'Ve "PJ>I'(l('iate thRt. aonsidP.rntion that you hll\'fl ~,·tn 
the committ.eo llnd wo lll"(l: g lad to hear you . 

STATElr&lfr 01' CARL 1'. WELHENER, REPRESENTIJIO THE 
REI'IRY BURKHARDT PACXIliO 00., DAYTON, OHIO 

Mr. ("oiWKH, You Al'6list«l, both of you1 rlS rep~ntiug t ill' attniO 
l.'Uill'CMl, 

Mr. W m.u rst:a. T would have to say thai. I was speakinfC princ.i· 
l"'lly for OHni\"IVM. although Mr. Sucher, I think, eoncut'll in rny tiew1 
on-.. o f th'""' things. We talked things ovu this rnoming, 1<> be 
frtnk about. h, IJ)d he ~id. "'1ltat is ;u:coiding to mr ideu", 10 I arn 
appearin~rto pi'Ntnt. th4'J8tc idHB-
• ~lr •. COOI'I!II. Pl .... lfi•• your name and add.- and tho C'II"'Mly 
to whiclt you appoor for the ....,rei and tP that tho lDC'mbtn of tba 
committee may htar you. 

Mr. Wr:a.nur.a. l ly natne is Karl F. Weill•-· t li•• in Daytmt, 
Ohio1 and I am h•ro .. a "'P.-t~tati"' of tho R mry Burkhardt 
Packing Co. of that <ity. 

Mr. Cooo•r.a. H ow mnth lime do yoo t1tin1< you .,.;u ....-ell 
Mr-. \Va .tttxr:a. Noc much, just a few minut6-10 or 12 minuk'S. 
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\lr. c..,..... You .., rtcOgDizod for 10 minu!A.<ol. 
\Jr. Wr;uu:..-.,a. I ..-ant w "!Y that I am 1101. h•"' ~a lobby;.. 

<or a1 an auomoey bu1 as a worlrin~: mf'mbtr of. ou~ organ•.ution. 
1 an\ btre- tM!rca~. lik.e others tn our orgao1zaU~nt we are tletplr 

ron<tmtd ab<out what the future hold• for Ot!r b""m'!"' 
To lfl•·e '"'' just a little background or hlilOry, lcin•l or ka.ling 

up to the ftmaJ"b that. I want. co make, r want. to tA•Il you a tittle 
tbnm (•Ur bu"iness. . • 

11 u• 6Urted in 1878 and gre•, llnd II\. JSll I. '~ Wlla mtoq>Orate.l 
lltu1uJe " littJft moue.y as it_ went along m daiTerenl. )'tlt'l, tutcl it 
"""(>lowed bnck inw the busmess, as lhey ••Y· Wclll •t went along 
and tontinued killing cattJo and hogs and sheep tiiH Clal\·e!l1 under 
n. A, 1.. inspt.ICtion, nnd we kep·t,. our heaclK ohnva woter ~urang lh& 
(ll'lprctlilion p~riod-workcd under .,11 tbo nales nnd ~{C'Hh\tiOnJ ol the 
N. lt. A. 'fhe.•·o. ,.,.ere about. 12(; o f us, and t1u1.t. Wfta our me1ns of 
hvolihood. 

\V(' work~d in n liLUited territory, not~ari ly, hactua8P> we ti.rt a 
1mall conoom. Our rerritory is •·ery largel.f the l!Oulhwestcm port 
ot Ohio, a.nd Lho OWo l fembers will rooogmzo tho line dra•·n, s:a_y, 
trom o,...nville Lhrougb to Columbus o.nd Oallipolie, aud along Llwl 
Ohio R~<er lllld b&ek around w the Indiana line. 

A llmllll ... ,.,.,., like ours is sovernod very largeiJ by tbe matter 
or truck racilitioa and .... got into the mat«r or lre•r;bt oompolltion 
a~in.t oompotilljt 6nns. 

1 want to "AV tbaL on-r alllhis timf our company buill. up, thJ"'Ogb 
fair dnhu~ .i_u~l ("C)m.t"rT&tl'~ ntllnas,.•Hnf-111 1 Wille l(ood..-iJI and I 
I'!I)Utaljou O~lt •t. priu n.thu highly, and "'e hatt to l!lte it de­
otroyed. We are Un.id of that thing, o.n<! that is why we are be,. 
to tay a few words on our beha.lf, d te:r "~e found out that this 
htaring wu to be beld. 

I want. lo ay tha.t I be.ljeve that wo ·~ jn.::~t. • ~pical cou1pany, 
t)'t>l<ol ol hund"'d" ol bu,;i,..... througbout th<6<l United States. 

Nuw1 1 11houhl lik(• to say that I thmk there is " misoon(.otption 
n'~tu•\hng the p11cking busin~. .t\.s a whole, it iR " Jt·reat. big, lmgo 
uHiu.l!.try. But yuu are losing sight. of the {net. thot. ilwro 11ro 1bout 
1,200 d1ffCI'NIL ooneems in tbo pttcking induiti'Y dual. aro wo•·king 
nlong lilltlll simiJu to tbe lines we lU'e working ilong, eornc of tbtm 
1•1"1CCr, 110me. o( them ~maUer, it is tru~. 

1t it n J>OJ>UIIIr thing to criticize the big packer; ancl
1 

alter aU, if 
:rou htop to consider 1t., tbere are ou)y about. 10 national concern& 
lJy tlJ~t l wean finns that rully blanlceL the country. That lea•·,. 
)"OU •••U-. a~t. 1,2.30 small unita io this country that- an en~ 
1n •h•/'"clcillj{ business. And I think I spoak on thoir behalf-,.Jieo 
J 8\' ~lit we are aU worried OTtr the nwJti of thi• bill. 

I Lbm~ m"" of th- thu l ..,.U of, ex.,.pt. the natiooal ooneona. 
''flt'rate '!:Wilar to OUf11e:h·es, in a restricted tenitory whf',.. they c:a.a 
f!l\"f <liltn"K'e and mete. c.'OmpttiLton. t 

\\'• don« han~ any putieolar brief for the big pack<r, nor ba..., 
•• any lli!"'JC.ular fa.Wt to find w-ilb him. In fact, wt .,.. I!IC)Incwba&. 
•1n•patfi<(••. beealll!e .... think bis probl•ms arn <hOc iAI'ne ., ..,..., only 
<1n a lal'lrer ~ale. 

Now, lhi~ qlK'Sti~n about. ~e da.im thu th~ tax ,. .. ~on to 
lhtr~1 rorLqJn~.-: . l tlunk .that tS one that WI! hftd lx-tter rn('('t. ~~qua rely, 
anf ' AI we l!ee at, we thank W6 have an answer to that. 

• 

WiUOJi .&e:r.. tnt <1.31 

W t rould noe. go ahead IUld add, Ay, at tht bolt"'" o( oor , • ...,...., 
!j petft'Dl, u.mg that figure to illust:ra.t~ Lbt c:ut. 111d ..ar_ chat 1bal 
~,_.,,. the p,_;ng tax, be<ause you might ha•·• a l<>w-pri~ 
piodu<t. and a h~·pr.Cod product up the~ an•l ol woold no< I» 
"luilablo 10 all to ..,. rncb an lln'llllgonJOnt. 

And ( will~ right here tba.l no aeumnta.nt, nobody- noc. f\'f'n tbe 
J>IC:br huNJelt-Hl~ <'arne into the olfitto, c:ouJd tun-. to a.n tnvnit-e 
and ay, .. Show us where you added the p~ng lax or Jth it orr." 

That is a 11u.rpri~ing SC..«.ment, but we. ~uld not ltll ,·ou. Uul 
the total of our h~ operations is what. counl&. And I ~llltlro that 
pruvious rtmark, becnu.se after you commence to M.l t up a c1n:aM~ 
nobody knows itt value. ·w e worked (HI 11llc>cated pN'\-tllhaA~ co 
•rr·i\'e l'lt Y4alut't!l1 or a hopcd· Cor rtalizttcion to determin<" wh('ther 
'we wf're uuakiu,:c any ruou~y. But, to get l o th~ J'~ut tlu1t w6 lun-a 
got nn actual U08l 1 &ny lhaL that. pork loin COM $10.2:J, 1luu, ill 1 
daballablo qu4!81ion, •!HI IJtat js why I SIJ thot ttuy ('(Ull Jit'le,nl­
aocouninnt <"fill cotlle. mto our oftice and w~ can pnwt' to lllc s•t •t· 
raetion thnl we lmt. money on our hog Opt'ration!§ throu~h th(I.IX'riod 
of the fU'otusing taxA 

Jt "·e had not bef.n killing 8011le cattle and Ah(tofp aiHI tah'M, wo 
would hue laM. mo~ ntO~.Y lhao our boob show. \ ntl to.- 1h1t. 
1'f'UOf1 it dONi not n~rily foil~ that 80111~ ot tbf""t firllb· that 
publishfd a ttatemtnt. ~bowhig Lhe proliu that tht)' madf, that 'hty 
1~rily 1)UIIe(l that tu on, beCause with thtJr many afii¥Jiae. 
and their hu~ Optration& tbeJ' made """"'1 on 1h.,... 1ha1 olf.tot 
their loaM on tht:8e h~ And ~'"en the itatemtnt& that rome out. 
a"' not J>arli<~tlarly gratifying to them, ! am oali>S..I, bt<a..,. IM1 
do not t~how t~uc-h a -hu~ peroentage of profit.~~~ thflr tn~ment, 
or thtir turnover. 

I wu J(Oing w traY, in that oonntction, that there •~ tNlJofO'Iut for 
this: That cht In:< Cou ld not be pa...~ on, for instan('(\. Wr nrdi· 
nuily h1va a plllnt. tluat o:mld operate t'bolll 1,200 to 1.600 hvJ..,.,. a 
't\'eCk. 'J'hot is., llutt. M"f'tion or the pl11nt, i f W"e \\trfl WOrking liJII "'e 
t..hould be WOI'king. lw;;tond ot U1at, we gradual!\· c11t do\\ 11 on our 
o~r,.lionH until dUJ•ing Hl35 rny book berc- fihow'~ ttu,t w(l killt:'d 1a 

htt lo OVCI' 000 howr • wecl<. 
Wllat did lhnt ret~u l t. iof It I"C8ulted in the b tt •hat. ov(•rhead 

expen~1wd I bt'litwe our ow·rbud is bmnii- WM!J Jlrllcl h•fl lly don· 
bled. And th(l wunc tlli.ng is lnu~ or fixed rh1arges of ' 'at·inu"' kinds. 
They wtre doubled, either figuring per head or ~r hnnrlrNhn•il(ht; 
and 80 on down the lint". 

And whtn ''OU ~ into a J)racticaJ open1ion, with th<»-e r-)llcli• 
tiona. your ~·Ork naturally fo.low-~r. up. and it is all ('0'.1inu you more 
money. 

Then tll('.re is aootber point~ Star in mind 1h11 wt ·~handling 
a peri$hable produtt from tM tinwo tha.t. we buy d)f! Ji,"f'_ animal 1" 
the stockyards until t.hat. fl"f"h produtt. is mo,·tcf; "'""" lalun~ lard or 
provisions in our ct.Jla rs.. bta.wte in ti.nle thev lwoeomt tlftJ...hable 
When lhtV mttJ1 a etrt&in point and are. no(, ta\t-n Nl'f' O(. 

What f ••n ~llinj! at partic<1larly L• the fl'tOII otulr thot had lo I» 
hiO\·td N>gardle.. of t"'8t or any other c~nasidention. It ltad to be 
mo.,ed aL the market, and it is unfortunate th.at wt are n,ot larp 
enough to makt the market, bt-<:a~ the markt>t 111 madt on ht'f'fitoc·lc:, 
on acc·ount of iheo ~hu:«l amouut of livestock thu "·u in the market, 
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on ll<'fl" pat titularly. 'l1le price wont up 0<1 livo Mg. and Uoe...., 
oumpcoon or pnrk pl'oduciB ..... mok~ly red...,.,.l, bN:ao~ u ..... ~ 
100 mudo ajlllation about the proc:e~~Png lax and hoj(b pn- Jt an 
ha·l a r-rrhol"!;ical ~!feet. 

I am AtiJifd that mAny poople tu~ to otbu fOO<Lo. '!'boy .-..,.. 
to fioJI and othu things. I •~m beard on the nclio ono ti.._ a ...,. 
.-ho ..... ad«>eating using other things than meat. So .... had an of 
tlo- thin~ to -knd with. 

In addotoon to tha reduction of the buying power or tha public, 
<m~of the ouutanding elements wu this, that (]urin~t thit J)('dod, thia 
IU'fNt~:Ure becauw greater and greater upon e'•ery -.nail conctrn in the 
w untry. Tho rcrult. was Uutt we WDI'6 pl't'.liliM!d lor workin" capila.l. 

\\'('IU, "''hAt was the restLit.f As all of you geniJ('ml.'ta know, li\'e· 
t~IOtk ha• tc> Jx. j>a.id Cor in cash. the da~· you buy it.. 1' he.ru ·~no 
t'i'l~dit hwnuc. A en had logo out , llJld Uwy bought eatUo, Rnd tbty 
h•d Co pay cAI!h for it. Tlien they wero pl\"""-'<1 lor fund» lo kee.P 
tlteir optn11lon going. and tl~cy sold tl1ei~ product$, not only their 
[rtt~h J)I'(HIUC:t.-l bul the1r proVlSIODI!, tO obtiUil (undtt lO tum over their 
bW~in("CS ftnickly. 

1'f1t~ l'fl!Uit "b that. it We&~Ued tho wbol~ llri~ fStnldUrt right 
alon~r tbn:.ugh th~ J)friod of the processi~ tu~ And that, in turn, 
rrdu('('(l priCN furt.htr, so that you could not. ~It and hold and •.Yt 
""\':til, •·e will wait fw a better pri~.!' It could not be dOf\tl. 

Thtn. aoochn thing that we had to oooteewl • ·ith wu this: You 
mi~l .. ,., •Wf-11, yoo ougbL to ha,·e fOI"l'ed tbtfie pri(.'tll. up, t'f"m 
through thtlie '«'trek&" We were confronted ,_.ith fanntn, compe-­
tolloo, killiDj! bot,. on t~ rum and 1>0d<lling tlo•m ou~ to th• iloroo, 
JJal11cularly in 1he. s:an.t.U cities. tnd in many a8tw bootlfrgging c.btm. 
•hi<'h llf J>rt nn bv the ttCOrds of the Trusury agNua, dleeking 
tht~~n u1• ht're and t"bt~ 

No•·, ju~o-t a.notht'1' angle on this: O''N' a period of 76 wceb w~ 
paid 1 total W the Oo\"'em111ent of $207,70UW. That. would fq'Ua• 
$1,001 pluM, for fl\'ery tmi>IOy(.'e tluat we had Oil (he Jlft)' ro1J. 

'f'hAt. d4X's nm include t1e 'maU~r thnl they ar~ tnlkii1g about, about 
t hiJJ tul)nt'\' 1 hat was impoundi!d and 11 fu•rwnrtl ret m·nNl t.o us. 'l'b•t. 
it I j('rridc burden ror 1my sm111l bu!llrw"s to tt l1tufl $ l1U(U ta:c pi ltod 
on (Wcry ulAn in the o1'gani:r.ntion. 1 hill you ..c~nth•nuon, tbnt is 
JU'I"' ty hl'I\'Y• J 

No.w, Ll1"~'1 i~ llnGlher thing. I C:llntlot I:IJX'Ik or thiM M" '"4"1, but 
I ~>flu.''~ 1L •• A true Qat .. ment. Tbrat i.s t)u!lil. that if wA hnd" break­
do•·~ ot .the large. packtno:, a pro6t and It~ .. lt~U•mc:nt. we would 
find hat.1~ 90 l}(l~nt of the~. t.hrou~th tbe t"nitNI Hllllftl, thtir 
ht,~ Ol)('~t_IOIUJ ~owed • . los->. anti it •·b &irus)ly O\'l'reoml' by their 
la~ athullh m othtr l.ine!;. n''" Itt them •hm' thi-t btfort"~nttn· 
ttna1td prolic. tht~ l ~ke of. I btlif"t. thQll!lll a~ tht" fa~ 

~lr. <:•J~~rot. \ ou hlu eo&"ll~fd the tune rfqUt"foted. • 
Mr. l\ r.:~~nr:'r:a. ll•r I ha,·e JIM • mOIDHlt. or two nlot"t"l I wall 

bt A_{r"J t't.'?.•r. TI.tl'f' 1!1 OM qu~"t.iou l~re that I think w irnll0r1&n1. 
. ri..__ . ...,v.-nn:a. 1 aek unani.Jnous C."'n!!IWt that the pttiHnan's 

Lt.nwo """fol"lt.ndfd G minutes. 
<IOM'i· Cooth:" J11e gentleman Wed for onl~· 2 minute.. '\1ithoul 

'1~1 
100
1"' ume of the gentleman i.a. utenti~ for 2 m'inuk'il. 

) r. 1 rJ.nL~r..a. I ••ill be brit£. 

. ( 
No•, the que~ttion of t.he d.i$position nf this. r fund con~ up \Ve 

ttlltboL 1M n>"""Y wu tak•n .,.., from us .u.g.lly, anJ wo got. 
it blek. We had no hftiitanc:y in •PeruJiAg that oooo•y, boca""' •• 
ftiL that it ,.. .. oura. We reduoed oor indel.l..u- and got ba<"k 
to oor old otandonl or diocounting ou:- bilb. and ""' f•lt tbol would 
gi1'e us a little more working capital .Now it. !J in trade ~annel& 

1 will admit dtaC. whtt. .-e. got baelc wJ'radkally OOilt'"<lhiMlt now 
beca-~ it. it out. in the form of ca.ttl4!. an \\"e wvuld be migl11y hanl 
p..,....J LA> dig it up ot thio time. 

Tho elft<'l or tho tax oolloc:tiou would rurthtr roduee th• .. orkinl( 
capit.aJ &Oil 1)1&06 bUJin• Unde_r ft fieVf'm Jit_ra_ln. w·~ ~·iJI l)r'Qb&bJy 
have to reduO<' our small OJ>erations \•ery maleria.ll,y, aeu lay ofl' 
80mc ot our l'llC!Il who hnv" bee-n in our employ ror o. long tlrne. 

\Ve do\lbt., il we wero compelled to pay tbftt. moooy bad=:, that tho 
bank would MY wo will gh·e you cap1tn.l to openlc. with. And we 
have gut. to ha,·e ~mo mone.y to ope.rat.e. I do uot believo you could 
lnten~t.. new capit11l in a busu1- ta.xed out of e;c_i~tencu, be<.11u86 they 
would hesit.ate very much to go into a tllitlg of that. k-ind. 

& 1uc of our frirnd3 uy maybe .,.6 ougliL to pay lt. be<'au~ 1ome 
o( the pock.,.. did not pay it. That wu not our fault. Some aay 
thtt. it. waa unfair in not puuing lbtm oo a bN.is where Wtt had to 
paf'· H wu unfair to us that wo had to pooy amliOillo 01 hera did 1'101. 

1 this addJtional bnrd•n io pot on, w• are (IOing to bo in bod 
obape. 

II you .. 1 you will oolltct this so-called windfall las. on the other 
lide you ban. tl•i• picture: You will~" an enormous COil for~­
ltcting thilltu, and lb.,.. probably will bo a lot or ln·ouolAI nmnong 
a (IOO<IIIlany )'faro. Or..,.,.., I unden;tand that ill not a partkular 
obj•ection from 1h• totandpoint. of the Gonnunenl 

t wi11 UU'01\' emp10y('('l6 out. o( v.·ork, and tlH~- dtaut"M IN~ tJ'It. a 
~rreat nw•y thouSilnd~ of these men will be thrown oo 1"f.li('f. Th1t 
would moan that it "'"uld po'OOObly bo 25 or 30 miUion dollara tho~ 
th11t. might run into. Tho c. would be a big hole in, the windf•ll l i -X 
right the...,. 

Another thing, when yuu de6troy the s.mall oom:•·rna throu;hout. 
thu count.ry you will 1tlr;o destroy tho smttU li"estook mnrlc('tA, '* 
cause lhc fr;l'lllC1"8 tftnnot. go to tho prinutry uutr l<ekl rmd lft•ll their 

n~g;e memOO,.. of tho committee here from Oh!o. will 1'\a,ll ~uch 
marktlliJ 1 11 thoeo at \VphJngt.on Court Bouse, Clullu.:~hr, \V.Jmu~g­
ton Pi<JU• •nd other s»iJlfM. The farmers who ~0 Ill there wath 
~or fWr hogt in " tru(.k ennn~ go &.o ll•o large prlnary .m•rket. 
lA> litll their •tuf!, and you .. •ill wipe thooo people OUt Of booto,._ 
~(r. I......MX"mcw:. llow much was due.~ Go,·trmntnt by you whto 

tht A. A. A. wu doelared unoonstitutiooall 
llr. \\'FJJIY.Sat. Wo bod impoonded •~ lhattim6 ~..t>il3.22. 
llr. r.u.~.;.:ll. What ,..,re your profit. in 1~. 1113-l. ~11<1.1G~ I 
:Mr. \Vu.nNa. I am aorry to leO you we hau oo profit.a.tn an7 one 

oru .... y...... . 
Mr. L.iMNilCil. llow much tax did you pay ID lb ... r•~ral -·· 
Mr. \\Tu.ur.~ta. 'fllt proot:SSing t.u: we aet.UallJ' ha,·e an I be ha1HUJ 

of tht Oou.~rnmc.•nt JH>'flll is $207,70Le 
l.fr. LAMSJ!X!J[. 1Jow many mtn do you emp16yf 
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~lr wnnr.. ..... On. hundml and twenty-fivt ··~· 
Mr "•"""""· You oar. that if th• Gcrrtmmtn~ would lny this 

tn .. propo•td in this b•ll of 90 potftnt "!!""'" tllf p,_;ng t.u 
d.,. th• GOnmmtnt it would boa~~ batilihip on 1our <ompanyl 

Mr. Wr.nL.'r.a. Y,., sir ; I just do not know what. Wf' would do.. 'Ve 
.,... worrymjt about it. 

Mr. ,..,.,,.lOCI<. AJ!a busin...man, would you ay )OU wm not a!>lo 
toP"" the tu on tol?ur. cust<>morsl 

Mr. II'D.Jn<NDL 'l'..., str. 
Mr T.uos..;&. During tbe whole period! 
)1r. \V~u•r.~ot. Yes, SU"i t.l:u..t is tbe period frorn the timt- it Kt1u·~ 

on Nnn111brrti, 1933. 
Mr. l~"MN'OOK. l !; your t'OilC('rn in gouc.J An~tntiul C"'IIdltion nowf 
Mr. \VrJ.ut.Nt.Jt. 1" would not se.y we nre bO srnod. Our l1111t s:ta1e.­

mC!uhhow.~t ft d4'fleit, thnn,.-ring fnJm a surplu~ inll, n •h•firit nf $12·t,OOO. 
}'ot· our hu.t yc-ar in J935 we 1-lhow •• lotot in om· 'wwkin~ot cnpitnl or 
o,·er $47,000. 

Mr. I ~MN'r.f'K. I>o you think your condjlion tnaly r.ONU tJJe 
c:undition in 01e. packinjt industry[ 

Mr. nrrJ.JIE:.~F.L 1 clo, twause I t-alked to • nmnher of dift'e.rent 
"pN)J)It' in our own n~ighborhood nnd t<Ome al (JUitr ~tnt dist.nt'e 
wbtn I ha\'0 had the opportunity, ond they all ha•l tl"' oamo imp­
t.ion; chey ~lo not know how they wW we-alhf'r thf' " lonn 

~(r. TuVJtl'ii0:-1. At. th~ btairi~inp; of your lta1rna.tnl you aid yo.:r 
e<>D"tm, Oftr th• Y""" hadbnil~ up a largo goorlwill that you did 
n(Jt ••nt to IOilf. 

What •• thtre in this/ro.,...,.t le¢>l•tion that will b....,k dDWII 
tba~goodwill! What di \'OU !Delft by that! 

Mr. 'Va..uc.."'ir.a. I mean if you put us out of bu,.inN all our t ft'orts 
durin~ tho years are for naught. 

Mr. TnoNI'OOl<, Wm you a party to any of the litigation teotin~ 
tho eon•titutionality: of the A. A. A. Aetl 

Mr. W.a.uo>W<. On tho processing tnt 
~1r. 'l' nOltl'ftON. Eve.rytlung. 
.Mr. \Vm.ur.xll:tt. Yes, s:i t. Along in ln&.l lllllli llner, wht•n we RAW 

Uutt we Wf'l'~ S.'i!Hing in A bad wny in tMs tnnltm·, 0111' litwyers lld~ 
yi!fd u.t lhnt thiA Ul:c wa& uneonstilutionnl. \ Vf\ aou,:cht lo f.!i)t. lln 
mlunctwu lo )lrt'\'tnt. U1e ooUcctor of intl'rna•l rcvenu~ CrHm col (l'Cting 
tlua money, and the ~ult WM that we put it on d~l».!:it in u joint. 
au~unl for the collector aud unr·seh"H. and wl" did th"t u thc- rerult 
9r. A dtc:ision of the coutt. " 'e put thi." ernotmt of $62,000 in a 
)omt account. 

Mr. Ttto~l'fo()N, You nndtMa.n~ of rou~. that lf your eompeny 
aboorb•d thi. p.._ing tax tJU. bill dOfS uOI. apply. 

Mr •. \\"n.lfJ':\1'.&. 1 1hink l understand that ir J'OII ~n J)fOYe that 
1011 dtd not ab!;orb thi, tu. 

Aa 1 Mid btfoft, you rannoc send l!ltnral Oovtnun~m IC"C''IInlan\1 
in lhtl"fo 1nd hau tbtm ~y. 1('1: ~ ~ wht~ mu C"ha~ it~ or did 
noOt cha'ltf 1L on dK'!'It pork l"fturn...._ Uu1 1 ari Nl.flhlt on a hnn~:l'rtd 
ptm-m of our pork busln~ w-e did not get it. 

Mr. 'l'uOJII..O>. You kill otbtr •nimili than bogwi 
Mr. lVr..1 ln!.S•::a. "f'f"t..; lift! k:iiJ ho~ cattle, and alH~C'J). 
Mr. Tuo,. f'fl!"'· TI~~ wa.s a rL'Je in the pric~ of 1-.''Nlti"Al meat 

l'rodu<'tt, that 1~ lhe pnce went up during tl1e 1..eriocl of tlte OJ>el'l• 
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tion oll1• ,\.~\ . A ~"hue •a.t. no P~-'~ tu aJ•t,lif(l lh .. n f•n 
JriDdrtd tuM&., veaJ, l.amb, and tO fonh. 

Do you not think a rliP in pri~ oo pork w-.s 11"'1')' l th •n«•gtc)•• lo 
your buh-in~ and 10 th~ buiuWto .... of your tan1~1tors, on ltc'OUhl of 
1 syu•J>atbt't.ic ri.~~t of othf'r Ulf'AI prodote&, which toabl('(l you to 
PIUO a I>I'06t I 

M_r. 'Vr;~.u,.su. J •m 5tlrry lO say 1 cannot •g'l"te witb that tllf!Ory, 
for thit ft'..UOn. .\II dur•ng th1t period --.·e. were paying mo"'- for 
bo¢Jancl wo htul ti~ 111._....• the mtrket ronditions. Uul fl.till th~ normal 
deutiJH.J "u wiped ouL.. 

Air. 1"uo,.t'l!ON. 'l'hat "'lUI I he poUe:\~ of Con~o.rn'!-o~~ in Nuu·ling tho 
A. A. A. ~build Uf! tHh.l int'l"("ftSO fttfm priC(!tf ton p111rics with the 
prices dur1 ug t lat' JX'rm..-1 fnlm 1!.109 to HH3. 

.Mr. \Vt:J.It Kl'O' tt. With th£' (~h J.n'Oduc:ts "" 1uHl' ti• IIIU\l•, w(\ huo 
to mo~·e them oo a cm·rnnt. nmrket. 

Mr. VJN801f. How do you ronkD your iuoorne-tax ret.tu·u. l1y Lho 
r~.~eal year or th(\ ealrndo t• .rear! 

Mr. \V.u.m:.~o. By the. flSt:Bl year, 
Mr. Vn<I!ON. What is your fisCal year! 
i\lr. \VI'.WJI.NU.. It. it always tmtonu\M' to have iL md at. what. i1 

<tilled th« •nd of tho tuing vear. 10011~ the ~of No•..,mber. 
Mr. Vuo;eos. You ha,·~ a cle6nite date for that., do you uott 
Mr. W~<L~~L<U. I •hould ay aboutl\ovembor 4. 
Mr. VDtaoN. Tbe tuee invofnd i& the moneys that w-tre impoundfd 

wue tu .. for what period! 
Mr. \\tEUIL'a. Thty wtre taxes for the period ("tOm the btglnning 

of May t.o abou~ the lit. of Oetobor. 
Mr. VrN80N. That il fronl May to Oct.obu 1~1 
Yr. W....,.tt<Q. Yeo,lir. 
blr. VtJ<IIOJ<. ~·or tho fute.J year ending Novtn>bor 1, 1936-<u>d 

that. is your income _year.f 
Mr. Wt::I,.UJtll:r.Jt, Yes, mr. 
Mr. VrNIION. Oitl your OOilt"el n ti.'port. llny net iucornet 
Mr. \Vtr.IU!Nt:K. No; we weJ-e in tho red; we oou1d JlOC. 
Mr. vu~lf(I.S . ART UIUIC-I"Stood it·, for 2 or 3 Yflllr14 pric•r thC-I'('lO you 

WCI'C iu lhO ft.'d f 
11"11-. Wt~L.liY.:nm. Yet, ii1t. 
Mr. Vaxeo~. You contend chat you did oot. pni18 the pi"'t't..'t8iog 

t.ax on t 
Mr. \V&LII f!..•ua. Yes, sir. 
Mr. y,,...,,., \\'hat yo11 roally think of and feu io tha~ you may 

not be able 10 .. how tlt•t to the satisfaction of the collec:t«1 
bfr. w.,,.._~.,.. So; our fear does not lie there. 
Mr. VIN80X. H you havo not any far of that, wha'- (&Ia JOU be 

draid of! . 
Mr. \Vo.u~sa.. Betatl'-lf of the way that runlOt'l eotne to lll Ill 
p~ o( that kind i• that tho)• are going to put this tu on and tuo 
1L oway from us regan I'-, ),.... because ,... got. i~ bade from the 
Go,·unmtnt. . . 

Mr. V1.S80lf . .Mr. \\'t1hof'ntr, 1 am glad to get your TteWJ"?lllt on 
that and in order to gh•e you the attitude of tb., sutJc:omtmttet, I 
"'·oufd Ukl' to ,.,rl,·e you • t~J>Y of 1he rt'port the- iubcouuniu~ fl'!adt. 
to the full conunitt~ 10 that yon ean see thtt tbose run1~ ctrta1nly 
are unfounded. ' · 
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J( Up..-! in a Jaw, the report of the IUbtoffiiOill ... WOQJd hiM. 
roaeb tho .... or • p- whore they bad not ~ tho tax .... 

It io our philooophy ond theory under the wmtlfall tax to lery 
• tax upon thn po<1ion or. toxparers IIK'Oine ... .,. ... by bo had boob 
onnthed bocau.oo or his colleetion of the pr<>«tting tax from­
tl .... 
~rtainly 11 .. -ill not be the purJ>O!" of thi• <Oonmottt., anti I r .. J 

c:trtain not o( Conbrress, tO inflict or impose that tax upon a ptnoQ 
who hu aboorbed 11. 

Mr. WY.J. ll¥.~0:. 'Mlat makes us (ecl ~ui~r. 
Mr. Vll<OO>I. We are ''"'1' h•ppy to be able to relieve )"Our ~nind. 
Tht~~ <'••• uu.u.N. You 1'\&Y )'OU lied 1065Cs·m your bUllin~~ m wh11t 

yearol 
.Mr. Wru.ur.lft~JI. Jt. stf1rted about lD30, bccauJJe we wcr& in" J)('riod 

o ( dN·IIning in••entories. lt would sc:em tho~ wo bough~ tho .-oek 
ond by th~ time. it was rl;!ttdy Cor ruurket thert wq a 10118 of 
in,·entory. 

Th(' ('u,ua.vAN. In Ute years wben you hsd tboae ) (llf!II:IM in inven. 
tory, wfl't rou paying • p~ing taxi 

Mr. Wu:Oo<NU. Of eoul'l;e, we did not otart poying tho P"""""ing 
tu: until Novtmbtr 5, 1938. 

Tiot Cu.t.ra>t•"· Did you hue 1.....,. prior to tho timo or your 
I~ in in\'entory1 

.Mr. WDJl&~PJL Yes, sir. 
Tht Cn•••x•~. When this impounded tax is refunded to 100, 

will that Mill 1"'''6 you in tho rod. or bring you out on the other 
lido or the ledgor! 

Ur. WELifO'DI. I< will bring n• OUL prttty <'-. We haven« 
.. poratf<l our nperations on llto books. We un II nko iL pmly 
<h,..ly on our rerord sheetM on beef, eattle, and sheep. 

111e Count>tAS. It will be h•lP.ful, at any roiAII 
Mr. Wr:r .. IIP.~t.Jt. Yes, sir; it Wlll be. Ju~Jpful. 
.Mr. Rrm. You wtre ASked bv one of the mem~ra of tJ1C1 comrnit.­

t~ if you w(lro a flRrty to tlle.litiffRlion thnt l't'tmlttd in the ttction 
of. th~ C'Ourt dcdnring the ll1ree A a uru.-om;titutionnl. I bcliC\'e you 
Nml- -

~l r. W,J.IIF.SDl. J gtl. JOUr point. J do nOt. know thftt we \\'tnt 
!h~t. '*r· Of ~IH'floe, w6 J:Ot into litigation and tried to get out an 
111JUriCI 10n og1unn t-he ooUector. 

l lr. ll!O!D. You hod • perfect right to do that, did you not, .. a 
till••• or tho llnit•d Stat•si 

Mr. W~t~..uli.Nr... \Ve think so. 
Mr. R•m Tht Supremo Court is th•"' for that very, purl"'"". to 

P~nl fnti'Oieh.mtont upon tbe ri~1ts t:ithtr of indindual~ or ~ pora h(l(\1. 
Mr. \Va.nr..XD. Y~. sir. 
llr. n ..... So lb ... is no stifnna allached to tho (art that yoa 

NIIID1'1fd.to ch. roor1'Q to protert your ri~ebts 1 
Mr. Wn.nr.~r.a. ~o. 
~J r. Vr~oox. And nobodv s~ed thac. 
Mr. Ro:m. .But th• w~y tloo qu.,.Jon ,..,.. Wt<'<l. 1 <lid not ~ that it 

had any JWl"! lC'Uiar btoanng on tbe t:llSe u to " -htther he wa~e a. party to 
thr LranliArt•on or n04.. 

. ( 
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Mr. Yt~IO~. It i" tuy for~ gentleman to itt up a t-In"' man.l,ur 
1 do not • why h< .boold do it. 

~lr. IUm. Oil•thlllj! that haJ.Ipened ..... the <reatJOO o r oa~ ........... 
ance from your cWiUHnttw, was It nor! 

Mr Wau<...,., u..idedlv. 
Mr: n-. 'fbt7 ohifted tO other i>roduets. anti thol i• Oil<' of !'OUr 

r<!dOOS for your IDtll. You say aCJX)untanlB could not dtttrt'nine­
wb('tber or not you had shiftM tbt: ta.x on Co the roocumf'nt. That. a~ 
your ,•tew of rhat t 
• .Mr. 'VJ.LJti';Nr.R. 'J11e J){tint. I was making 1\'U that. au acrountanl 
.could not detet-etninco em ft l\ indh,idual item, but. h~ C*H t4tke. I he total 
o{ our 3alee tU1d the totAl o f our pork OJ)erations ~tnd be oonvlnOt'd ; h"t 
it wl3 not.J>I861"d on. I>K'nuse ir it h•ld beeoJ>a.sscd on it. ilt filwi()u• 10 
C\'erybody th11t. thntl would IHH'C been J;Ome 1ing we oould IUI\'C dono 
without 10alcin.'( 11 profit. 

~lr. Jl~trJl, ()f OOUnit, thiK oommittee i!J doing thi8 by raising a 
presumption ngnimtt you, aecording to tho report, thnt. you paSsed 
1t on. 

Mr. Wu._n..:Nr~t. Y~. 
Mr. Ran. So you ha,•e to meet that presumption. 
Mr. Wn nr-'a. Y~; and that. is wtiy n toOk the libtny rn com. 

ing down htre. 
Mr. l.t.li•OCK. You PY you paid, ··~her. $2.10.000, or that iA 

the total amOWit O( the l&X ........t during this period, anti you paid 
$1450001 

Mr. Wr.J.tt'L"fft. T might uolain that. in this way, that the total 
amount. UIM!MN1 wu tlcse to ~0.000, of whieb we took a little ovtr 
$62,001), which roJ>~nted abont 25 pereent of t he tot.al amount 
imooood. 

~lr. LA>.,IO'X'Il, You actually paid to the Gov•rnm•nt $2$2,000. 
Mr. 'V);a .. n tNQ:. At. that time, but--
Mr. L.ue socK. You say you did not pa.S$ any of that on to the 

..oonsume.ret 
Alr. ' Vr.J.Hr.:rta. No. 
) fr. LAMI'H:OK. Thf'l"t'f Orc, if you are allowed to retain thls $62,000, 

you will •till bo oul ~00,000 tlont the Government ho8 t.oktn a way 
from you, chnL you eoulcl not paes ont 

Mr. \V~•~u'-:rrt'P.R . \V('I feet tl111t way. 
~fr. L.,,,NrJJK, Thnt ill correctt 
1\Lr. 'Vt:uu: .. ""'',JI, Yes, l!ir. 
'rhe C'nAIRMA:-t. 11 it a facl that you we:rt not. ablfi to jttot. any 

more for your p..-..-..d ~Is after you had paid tho tu than 
you would b .. e '-n able to gol for them ir you had not paid 1117 
tasf Th~ pri~ of Jour gocxlS was not int:ruied oo a«<Unt. of the 
tax at alit 

Mr. \\rm.nc.'n. No, T do not think it was. Our M>llina i~ eon· 
trolled entirt'lv br n1arktt eonditions. 

The C'u.AJa~ ui. 1 am not talking about eontrol.. J an\ l.!killl% rou 
if 7041 woro ablo to got any nt<>re for your produ<ta aftor yoo h~d 
pa.1d tht- tax chan you woulc! if the ux had not been put. on. 01d 
you in<"l"fa~ tb{l priCflf 

~tr. \Vr.1.ttf.N'~M . I clo not. think so. 
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II~ Cu.AlOI.l"'" The nPxt. wi:~ ~ llr. F·. K \\-.nnkt~ uf r...aab­
'1llt-, Ky. 

Wall rou g•n your nan.e to the ltt'nc,.rralthf>r anti .catf" tl"" C"aflklty 
m •hicl• you appNrl ~ 

ST A TU1lliT OF P. E. WEUD:, LOUISVll.LE. ICY., PliBSIDEJIT OP 
TBE LOUISVIIJ.E FROVJSIOJII 00. 

Mr. Wouuu. )Jr. Ch•irman. my uam~ is Ii". ~ Wtrnke. l ana 
prt'!oultnt ofth~ l.,ouia~iUe Prmision Co., • cotpnration of X..ntue:k" 
wit h all p1incipal Qlliee a~1d plant loca.tOO in ~uic,·ill~, Ky. l n 1010 
thic PotlliHiHY was ur~''IUU%00 and itarted hu ... mt• 1~ j>ork 11111 1K'tf 
pn('i(('l'l IUitl (.'tllltinuocJ OJM'.tlltioog UJitiJ 1031, Ill whie I tilll('l it, (il('(( 
a pl'liliilll iu bJulkruptey in lbe <list1•ict tc:lUrt, Of 1ht.\ W('~tern diR I'itt 
c;r K(tutuekl'· Opea·t~tions we1-c coutinued Ul\d~r protN·tiou of the 
rourt until Novl,'m~r J932 when sev~rlll of lho old(W ern,)loy~ lntl 
HWl'('lf Jmrcho~l th"' ussets of the old c<•ml)nny out o tflt• hank .. 
niJ.ttty l'OUrl.. and with 80n~ udditiorutl e:-plt-.1 N'PI"t'"""ntNI by tbe 
.... ,·inp uf OllNivts. rN>rganized and ~t.-rted bnsinC~~N~ wiU1 an ou.c,.. 
.. tandmJ( J>ulrl·up ('IJ)ital Of $60l000. 

Fnun IU:h! until chue sen~rllladdiliuus hnH• I;Hn uuult 10 the capi. 
tal of l~t rom1mny by the eelling of addl1icmal common a.todl: and 
tht ~-.ung of 1 ~mall amount of p~ftr'ttltl ".tu~:k utUJl at pmitnt tl'lf 
Olll"'atMhng 1•id·in c .. J~ital aruount.s to ~..000. Tilt' \'umpanJ as 
tt•~l•n the slau~hu•nng of e~~ttle. sheep. and lmfl"i' and IIW> M.arins: 
lll141.,.11in~~: of the. prudtK'(R: tMT'f!Of. 11M' COU1J)IO\' tmpkn JOi MnnJ.lly 
•1•t•roxin11nely :!!.) peoplf'. wilh an annuaJ I•Y roh of abOut ~t:iG.OOO. 
111f' \cllumt of· 1ts porch~ of ~~ an·ra~l-. iu 'ah~, IJ)))f'C)Xc· 
malth• $1~,000 annually. 

In ~oH·n~ber 19.13 lht- ~Ue..l J.t~inl'F t a , t-11 under tl.,. .\~­
MIIIu ... t Adju!O.lrnf'nl Ac:l ··E'nt into effect.. 'l lw originM11.ax, em'Cin-e 
NuH·utlH•r:., 1933. was :.0 t"ent$ J~r bundl'('(lweighr lin~ wei¢11. On 
t>t. ... ot•mht·~ J, 19a:t lhe ta~ \\liS increa.._QNJ lo $1 l,..r llllnciN>c.lwetght,. 
ancl 0 11 l•ebrunry 1, _1934, mereasec:l to $1.60 pt>r HHUirt'CIW('igbt, and 
tho llnnl niH'. <lfe<lll'• March J J934 was <'l<Cllbli•lwd at $'2.2~ per 
hundn'4h\ t'i~h.l. live weight. FrJru Mn'.x-h 1, 103~1 , tn .J amuory 6, UJ3~ 
tlll' rtU<"- l'\'t1lll111('(1 Ull(.'hiUlgt!(l at $2.21J. 

~1tt" OOili):WUly JHiirl its p~ini{ tax~ U ther RCCI'U('<I uutiJ it had 
jlAHI Ull to !he l&l ~f J anuar-y 19~ a. totJtl o ubout $2361000. Jn 
March JO:\!l It round tt financially impossible lo continu~ I lie J)llYf'J)fDl 
of th~ tnonnous tax~ Tbff.e taxes reprt'8tnted aan outlay of bt­
t~e-tlt $29.000 an~ $23,000a. mouth, an amount. whjch waJ a drain upoo 
11<1 workong capital. Tho <Om(>Uiy pay& cull for Ule h<!jM it buy• 
... 1 .... to car!>' the. prodllCt GO to 90 dayo bofore th•y can bo oold. 
Tho "''!flllaD)' IS <'Opllalu.d upon this b.:.i.t. W ith tho addition of 
appru:umattly ~.000. to ~.000 pt.r month of pf'Ol'Niin~r ta.xes on 
t\1- fOil _of . ~ratiC)n~ tls working npital wu not. liUf"aclent and it 
had t~)diJ• mt~ 1t-. rapita~ for~ ,,.,-m. 111 t;f tht"W tax~ 

11\1,. .,llUIIIOI~ftt.ullma!, firS. f roua lfw- 10lJ*'Iti011 of tJn"' la"F.l" 
la.X U(l(IU llo; bwJness; and. secood, frotn tJae mluctiOil of (hft anti• 
~· '"'llPI.Y or h0f.'5 cauoed by tl>6 produc:tion-()C)Ilt rol llro ......... n or !),., • ....c~ry or Agnc'!lture, Cogotber wiCh tbe drou~h~WL<, of ........ 
finanr1aOy dt"itnoeto.ve to llie eompany and i• )ford> 103~ it felt 
"""'~"'"~ lo fll~ a btll of eomplaint in t~$ diatric~ oourt. for thew~­
rrn ( •stnct of Kt ntucky to restrain the further t'Oilcction of the taset. 

. ( 
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Jn tbt earl~ j.~lrt of .lunt a l<tmponry rfJ8tr11nHt11f onkr -wu 

eat.f'rf(l btn dte tinacrcal C"C:M1duton o( the compa.oY wa!l ,.u4'"h, 11- tbe 
r$111 of lhf' t~J mtnt of t.hf' 1n'OC.'ftilSi:tp' taxes. that 1t wu unablt 
to df1JXllPl to«'UMty for tilt' JMI~·uW'Ot of thf ta~, tf llf'J.I C'OI...altUhtJOal1 
and 1n bev th .. n"'f chr t•ourt rtquiftd that a bood for f;to.oon be 
filed. Aft•r tht d..-iJooo"' of tht Cnited Stat<S Sup,...,. ('more in 
tho u- .Jiill< """ Oil .January G, 1936, and Ill tho Rko .II ill..-. 
MM' t>n Janu•ry tlt, tt)3(}, tht bond "'·as orde.red di.o;("ha~l. 

J)ue to itM intbilit,· 10 uta.ke a .-a,.-b de-posil. eo\'eriUft IJI't-. arc·ruNI 
to J unt' 1034. th•. l40ui ... ''lllt- l.anwh.,ion Co., under iiJ' tttnporee·,\· in· 
junction f"ntt•rtd au the tarlv \}nrt of that. u101Hh. ".,.._ not N.lfJUI I"Nl 
to tlepot'it "1th tht' <'lf'rk ot lle ooun iHnonnUf '"'-Luivalfnt to llil"<tw 
11c:crucu~C ('JJ(•h IUOUih until Nm·~mlX>r 19:tr;, when tht' eorupuuy thfn 
ow(•d IIJ tOU 1W ••<"t.~I1 1 C'4l b11.51i~ RJ>proxinutt.c.ly $80,000 of tMXt""' On 
No,·c·11•bc•r a, Joan. l"etl4wt~ l Judge Ford rottui•·od th~ rom/)ony to 
tl<• t)Qt<lil "ith thfl f'h•rk o ( ~he 4.-~urt 11rnounU. t(luiv~ll'nt tu l H~ t.A:crl 
1u."Cruiui!' each 1nouth bt~inniutr "ith the• monl1 or ~pt,•utbel' 11m3.. 
The ~l(rt,:Calt• .,, th~ t li.• l)()flltJ. for the mootiUJ of ~·pt'"mb.'r and 
()dol!or (l):l.i "'"" •pproximatelv $18,000. In order to make th ... 
1,1\.Dlfi\IA thtl eomp•n) had to ft.Mrict its ot:.eration .. and Ji<luidate 
1 Ia~ pnrl of it-. IIIHUlOn' ancl some of ll-5 I('("()Unla N'\.'t1VIh1e-. 
Afli'r llw tlt~I~I(JU holilln~ 1he .\~culhttt.l A.dju..'!nM>nt Ac.:t _uooo,n· 
gitutioual tlus amaum ...s ~fun(ltd to Ow lnu.a..nllf Pron!lon ( o. 

Dvriratt lbt ptriocl frorn Xon..,ubtT S. 1933. at .r1uch llnl>t the- pn...-. 
tiMing l•x on hOib wtnt. into tft'H't.. and c:oounuma on through 
to thO p.-m dol<', the l>roduetioo..,....trol program put toto •lltct 
b•· tho ~ ... tory of Agri<ulture ~r •itb the drool.llbt .., de, .;....<eel tho numbor of hogs anilablo for slaughter that tioe bwoin,. 
of thio company in h"fl produ$ ,. ... curtail~ by two-Ulirda of ill 
nonnal slau{lht.er. Thia is evidenced by the amount of texew ac· 
crued during tl'" IaUer months of 193G, which doc........J from 
$30,000 • month to $8,000 a monUl, and by the d.......,. of olaughter 
from the nonnal operating kill of 1.000 bogs per wook to botwotn 
000 and GOO b0113 por weel<. Ooe ol Ule mll61. aeriouo effooc. UllOil 
the busint'M of t..ho oompa.ny and on& which ca.ono~ be •timat.ed 
iB tho fnct tluo~ tho iocroll!Od coot of pork produeta, duo 10 I he 
p-ing laxlll amd tho docreased production of hogs, hu cauJIOd 
the l•bormg cluooee, who are the principal ooUBumera of IJOrk, to 
switch from J>Ork to fish 1 poult.-ry1 and other competing food~o 

The J.,.YIIi4'11l of 1lw p~Ming taxes, together with the dec:.~•11e 
in tht volume o r hOW' a\•ti1abl& as the result of action, ullht- DeJ~rt 
Dll'.lll o£ ii\gricuh ure aud d1e drough~ "'&!~ destroyanst lhf capiLli 
«truclu,.. of the rompanv. Tho <l<cisiou of th• United &alai 
Sup.-.nlf Cour-t holdin~ lht Agrieu.lllu'l..l J\ djusltotol J.\ c:t UOC"'D· 
NllutK.,.al, thu .. ~ _f,....•int:: t.M rompany from tM payn1t'ttt of tl~ 
la&Mt tnd n."fundm~ to the con\p&ny 1M .. mall tub an)I)Wit tba111ad 
~n una)O(tndtd. t~a\td th~ rompany• .. fin.anda.llift- and. in cumt che 
j• ol216 tlllj)IU\"f'f'l!t. a portion of whoeu otberwt..~ ~0\ald hl\1" had 
to ._..., on ~litf. · . 

I f I)OY, Con.-;:~ t•U.I("I~. law rtquirinjt p~ Hi JMlY lllhl th4" 
f'td~nt1 Tre&.•oun• tlt('H(' u~itutionaf lax~ or tax('!.: t'Qttiul~·nt 
tiHtno;lo. tlu~ eomj-..n~' \\'ill be. in the- same ~itiOtl that H ..... m at 
the t imt> Olt Ja-.. \\liM htld unoon~ilutional. Jt \\'ill ll4• dNn~)~l and 
itt. ~IIIJ";Iuy~ \\ 111 ~ dtprh·NI of lh~ir jobs llltl ollh-..'t'tl IO llt("k t'lll 

Regraded Unclassified 



440 

I•IO)!Milt eL .. wbore or go on publ&< relief, and the fann•ra r._ 
•hom it bu b<w buying h<~ Will hav~ 1-a OOillSWIIII\·· <>utlol. for 
the a«ustomfd and tonnnitnt d1~1L10n o·( tbetr h~ The. tOm 
I'""Y annually ••l,)tlld• for d>e pur.ha.'<O of ho""' liU)l]lli ... pay ron.; 
tfpairs MllSlru<:llon, openting and other expen.sea II)IU'Oximately 
ch~ su,.; of $2,_QOO,OOO. 'VitJ1 the de~rtu::tio'.l of ti;H:! roulpan.v th~ tir. 
rullltion of tlutr 11um would n~~only be d•soontumt~cl or muteri~tUy 
dN'I'VftS(!d. 

1'hio; comp:my'• ca~ is not an i!'OI.ated one. All P~nt or 
hOWl have lost large !JUr~tt of n~ouey upon their pork·paclcing hwJi­
n....._ Many, and th,. " •poc11lly t.M>e of pi"'C<'MMra engajCt<l in 
only pork padl:in,... ha•·• .,..aped 'linanoial deotruction '-""" the 
Ap;citltunl Adj>&nO<nt A<t wu held uneonstitutional. The •natt. 
nlf'nt of the so-call~ ..... indfall tax•' equivalent to the: amoan&. of 
m<>llfl' whi<b would have boon eollec:ted from ~...,._,ra if the 
A1,...Witural Adj~tment A<t. had boon held OOilJ!tilot ional will <16. 
., ...,, a largo number of 811>all pork packen throughout th" country. 
Such a tax ..,;u fall moot h.,.valy up<)n the smalr paoker li'Ul ablo 
10 btar it. 

Mr. Vrx&ON. Mr. Wc1,1k~, have you read recommenda.tion 24 of 
tht' suboommjtlee report? 

Mr. \Vt:aNK& I do not. OO.Ii~\'0 1 h11v~, Mr. Vinson. 
~fr. Vrs"&O:o· I wotlld like for the el(!rk of tho. committro to give 

you 1. copy of lhat rtportf and then you can malco any ~nmt~nt 
you desire, as an ad.dtndum to your rtn,arb. alter you have Jiven 
rorutiduatioa to it. 

Mr. Wa.'<><L l will be glad to do so. 
Mr. VrNsoY. It is th• PIII"Jl'CM 61AtM in that report to impoee thil 

IICH'alled "windfalltu• upon that part of tb< n<t inoome of the tax· 
pa1·u that ocerued to him 1101<1)' from his having .,.-1 tht tu oo. 

Did ~·our ~m ab!lorb the. las:, or did you pu1 the t.a.x on a.nd 
rollt<t at from th< peraon to .. ~om you .!lC)Id your p.....-1 goo<!tl 

Mr. wn.. ... xr.. Our hOf[ OJ>trltiOO-", durmg the months of Opt_ration 
<m the host fann showed a IOM ~r month, and a shorter IONI at the. 
tnd of our 68CII ~·ear, which is October 31 of each year. 

Mr. Vr~Mx. Did it &how n IOR!l, with the b1x ooru;.id(!red' 
Mr. 'VnNIOL I t showed n I~ by taking into con•ideretion tJlf' 

ttlliOUnt of tax€'fl aten•OO tnd I hat were not paidJ and aiMO the amount 
of thQI!;f. that hAd ~n paid, whirh arnounted to about $2M,OOO. 

The Cu.A~'(. Did your company have any ~riod in which you 
101oit money,. pnor to the time of th& imposition of the proetWIIPng t.uf 

Mr. W~,,.,_ The company that I "'P......,t now, Mr. Doughton. 
"""~~ 111 November le3'.!. The Louisville Proyjoion Co. hu 
botn tn oo.;,_ rt~liY lor aboot2$ yoan, buta.s I atatM in my open· ••It" !"'m•.rb, in April 1031 d>it eonir.ny bad som<> .. , •• .,. 1-, and 
tn pnor J' .. n<, and found i!AiOII unob e to pay ill! debta, and bad to gv 
anto banltna1>1cy. 

The Cn•••x•"· 'Y•• that e.uocd by the proee..nog ta.l 
~!r· \VaNJtr.. I Uurllc th"L ~"'due to mismanagem~nt. 
1 ho C••A.Ut.MAx. And them 1t. WAS roorgaoi1.ed ' 
Mr. \Vt'JtNJCL Jn ~~ow.mber 1932. Some of the older employees of 

th• <Ompany and nt,Y1'<'1f-1 happened to have ~n on employ .. ol 
tho oonapany sm.o 11l22-purdaa81'<! th..., useb! out of tho hanlmlplcy 

. ( 
court, a.nd through the aavingw •• had ocrumulated over the period 
of ,..,...., .. ataJUd anew this oompany. 

TbeCau!IIKAI<. You bad hardly boon in b.W""'"with tho now eom. 
pany tong enough to tell w~at. your U}Joerir.nce would have betn if 
tho pr61ent ~x bad bet-n ~lpc~d. \\Tt'!'fl you 1111king or 108ing 
money at the. t.imo the procl'88wg tax w .. illlJ>o&edl 

.Mr. \VI'IRN'Kt>... At. thAt tirno 111'6 wcro making money. 
Mr. CIIOW'I'UP.R. Section 24• about wbic:h ~Jr. \'inef'nt. spoke to yout .. ,. : 

'l'bt tas-.Jf!r •·oakS be Pftf!o..ttle\1 to bl"t f!lllnt"CI the tlurden ot lbt IU to 
lbt Utf!flt tMt bWI ~' w&l'!l'lJI wttb ~l)ttt to ttM> artld~ [a qaatloo-

11aat would be the pork product.~, Of <OliN', would it not I 
~(r. \\ru...,.IU.. Yes, sir. 
Mr. CIIOW'I'ItD (amtinuing) : 

ttcetdfd tlla ~6&. ..arcta durtlll' lbit ~~•.-. 11ftiod ~lax 0.. 
taz. · 

At J rt.nltmber, there w·u @OUI~ diiK'u.ion about vd11l tha_t. N!pl"'&­
eentati,·~ period should be. I tltink 101nebody, either eomo o! our 
ml!mbe.-. or iOmeone from tho Bu~1111 of Internal Revenue, uid i 
yetuw, •s l understood it.. In your endtAVOting to make a .mowing 
hetorc t.ho Commissioner of luterniil ~''t'nuel that would involv6 
tbo &egrtgDtion on ev'l.ry invok-e and on your books of exery pork 
product th•< wu sold, would it noll 

~[r. WaNJtL That is true. 
Air. Ctto..-ruJ:L lt would be a very dilfl<ullthing to go thr<>ugh an 

invoice and 1>iek <>u~ .. uso.go, ham roll, and all t.b..., thins! t.ha 
mi,td>L eontain """" botf1 vo&l, lamb, and a lot of other tbingil 

Mr. WosttL Does this sla~ 100r II"'* profit! 
llr. Catol\'rlu:L A little further down in that aodion th~ language 

...,.... to modafy oomewha~ that p.......,.ption: 
,. abo~ na~H tor dec:er:mlntn• the Utf'QL to ,.-h.~ tbto tax burden wu 

ab1tt4!0 ltb.oulcl. ot toone.~ Nllblltb. pft!IUiatpUob. 

'11Jtn it. goes on to say further: 
Ell.ber tJ1t t.a.S.1117l'r or the Commll!lllontr i-hould b& allowOO to ahow tb•L 

oll1ft tae.•tort t.bllll u•e m2: oc.'I.'()Uslte<l tor tht~ c:hfUliCC or bwll or duu•~ l.n t.h4t 
ULII)Il)'tr•• Iff* l)f'OftC m.lli'Kln. 

l t.. he~ \Jetn RtatOO here by &omo ol thtc gentlemen who wer~ heN 
this morning thAL a number of thtm rwrbaps made . • little more 
money on tlitir byproducts anti nriou. C)Cher operations to o.ifl!e&. 
rbeir ·ra. in pork. I remember the qut-.tion •as asked. •·iWh1, JOU 
a"' - aoing to t.ry to colleet this tax from a ..-m that .... loot 
n1onty, are lou!" And the all5"Kf'r of tht Ournu o( [ntunal &ve­
nu~ was, .... , til." Somebody said, "'l f thty 106&. $80pc:IO, ma~-be t.b~(Y 
would htT'O I(Wt. $150,000 had it not. bf.tn for tbe c.ax, to "-. 1u I 
coliN"~: it jaHt. dH~ ~nle from th~ fellow th1t had a bad showing."' 
lf larn wron{t' about that I .rant IOJUf'body to oorrect me, but. tbat 

was tl1c irn1>reM1on that I ,zof" that wu were going right after it, ewm 
Rft.c.r tho follow th11t had l06t 111une.l.1 h~'i'lmo;e he would ha\•e la.tt. II 
little more mcmcy, they ar{..'Ued, i11C had not been that. he had rc· 
roeivc."t·l tho Ulx or thnt be bad held it. 

Tho 011Aik).IAN". \Vhy should he rN:tivt~ reimbunwment ~ben it wu 
lb@ C:Oil>tUJnC'r wlm paid iU 
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8&\'ENUE AC.T, USI 

.Mr t~ A& 1 rem~nber at, you oirt'r thr .IUAA'1ilao11 that 
,,., ..:ouhl bo mtghty!d•d to ha~• tho <OtliUn"'r ~-.t It boor~<, bou 1011 kJw•• tht- ('W"Ift'tllmt.r unnot gt>t It back •• TI)f'~ U DO poo.tiahlf. •ay 
bo <an gte- il h•ck.. You bn.Ugbt thAlllOinL ou~ you,.lr, that if t1Jo1 
linally 1:'~ tt booek, if anybody "'!Sht to <?~<d 11 ouabt to !>o tho..,.. 
•uautr, -but of «Ml~ it b an. lW~I~ihly that d1e. Ultilnatt COO· 
.. Unltr nn ~~ it. bac-k after hanng paad •'-o~ e,·flry pound of laUSige, 
.. liN~ (•{ ham, yard. of baoon. and t\'trythulg 4"18e. ,,,e c:o.n&:umer 
ju1-1 "·vuld not got tl . . • 

Mr. L.uu~JXrC. This !!·year J>eritxl on the btsatoJ of wh1ch they •rt 
uomg ht figure- oul what profits 01' hiNOC8 we bad OO\-eMi the 2 Xt"ara 
wllra,., 1I1~V lt)rit. rhe ,:rreatest &JuouJlt Hf 111oncy u~ the l'f'NUit or the 
llr ........ ing lnx<'l, wsa and 1934. 

Mr. (,NCJW1'Ut:.N. 'I'h11t. is it e..ucUy. , 
Mr. l ... u.a.\'ll'.(H(. So it wouJd uol Jx. 11 V('a·y ~)(I UtiliiiJ:II"I..on

1 would ill 
Mr. CaowThEJL Jt does not look as though tlmt would Le u ''~ry 

aoo<l ya"lotiok by which to measure it. 
Air. Wl'lt.NitL Mr. Chainnan. may I makt• ou(' fnrth~r tltlltnt~nt.f 
The c,..,..,_.,.. Certainly. 
Mr. 'Vax.::a. 1 haT"e chfdc:frd into the prict'tl. t,f f!'t'~h jM)rk tom· 

a10tli1iee for rht years J9"JO and l931, a t wh1~h tnnt h~ wm 
•lhng at about $S ptr hund:l't'd lin!: w~igbt. TI1e whol~lt• p·rim 
or eork IOII'l.!!;.. l!l'ftD hanl&, ~n 21bouJden, Bohton butts. and fJ(bfor 
nnous C'Ommodities eorniog from t~ hog, a.ho• NI th11 wt wert 
,..Ui"!! fr<>m a to 6 ,..., per pound more during that l>•riod ror 
tboea FamP (.'r()rnmoditib lh•n 'n"t W'f'rt' during tht ..... riod or ·~ 
and 103:), when llOJtS wen still $8 por bundrfd Ji,._. •·t·i~ht, b11t on 
t.o1• of tlu•t wt. Wtr6 as~ed to P*Y a tax of $2 w;, . 

\lr. O.OW!'nDt. I thank that ~ tbe at\Pt~r, Mr. Cl.-umlali. 
'nu:~ CuAiwv.ur. ThtA'i wu nothiosr ~id in tht". f'\'port about the 

2-X<!i r j>t.riod; it " ·as the av~ 
}fl". CIIOY~Tna. 1 61 id it wu d1Sl<!ussed infertnti11lly unci inforutnlly 

th•l I hoi ptriod would bt> 2 yean<. We did not· irlontify it any 
mor'('. thnu W£' ide:nl iflt"d rate!\. \Y~ left HOIH('I ~oeliUN·inJt J.."-'nentlilie!i 
but 110 rul ftacl wal ob;()n•ations. 

Mr. 'l' rw-AUWAY. l.et me sea. it· 1 und(ln;taand tha. J)ith of your stuto­
mfnt., lltulwly, th11t up to ~Iareh 103!i you haul lli•id in Pl"fK·~ng u. ... $233,000. 

Mr. W""sotr. Thnt it,.......,~_ 
~fr. 'l'ttc.lowAT. Wloich hnd impaired your capita It 
Mr. \Vr.axu.. Tbac.- is oorrec:t.. 
Mr. 'l'u.\DWAY. From March 1~. or •bout th•t tirnt. \'OU round 

tt ~ry tithn to seek 6nallot"ial L~'IAIK'f' or tlllf' ~ into the 
hand• of ttie l"fftiTtr, was that itt 

llr. w .. ,. .... In ~lard> 1933 we found >L Aoanriallv im1-;b~.to 
mak& th~ J')llY!Df'nt:s, 1!0 we filed an iniuoction ~it tmCt lllf<'tlnod rtbtl 
in that way. That •u temporary r<'h<f. 

'f'tw. 'r..Lm-n'AY. Thatl"f'lif't"Ni you temporaril"t 
lfr. " 'r:.sar;. v~ ~<ir. . 
Mr. Tvan"'·-'T. Thfn J unde-rAood ,·ou to MV the• wht'n Uu~ Su­

Prt'1llt C"onrt df'C'i.e-ion wa~ "'n'l"l"f'tl d~11rin,r' it \lll('()n .. titution.al. 

JlP.VZ.NU& AJ:r, ltSI 

that ,p•e >OU an opportunity to P-' wub your llu·u- o­
murt and ha•e a littll' eepit&J to work • itb t 

Mr. W~u:. YN., .. i r. 
Mr. 1'Jo")Aowu. Out you now 6nd that aQ don is bomg onado 14 

8KU-"" the fil.fllfl eort. of a t.a,x but. by a difumt. nan~ not now known 
u a J)~Ulg tax, but. 111 tJ.; futUJ"e; to be known u a windfaU tax . 
1f thai windfall tu ir. put into operatjon. you feel ,·ery confid~ru • 
that. rw.r COIIl)'tlllJ' \\'ill 00 on the rocks e.xactJy as it. "'U in AJueJa 
1933 ' . . bl Mr. Wf'.llNKr'... r<'~, sar; at wi!l. \Ve ..,·111 absolutely 00 Ul\* o to 
)Jay it. \V(~ would ha\'f~ tel liquidate. 

Afr. 'rnEAVWAT. Your 200 employees \\OUfd hn,·c to K(!L oUHlr em· 
J.doyrn~nl I 

Mr. \VVJCNk.J1 1\he~, t'"Crtniuly would. \Ve would h•.ve to cut down 
lu Uu~ J>hl(.t' wlH1Fe 11 would be impossible to make ttHy mouoy on 
11c.:oount of our O\'Crlu~ad ox~nJ-eS, and we wouJd bavo to go CJUt or 
bu..Jnt&t. 

Mr. 1'¥E..WWAY. T also understood you to,..,. that your caso was not 
an iiolaletl o••· 

Mr. Wa:a.:u:.-. Nn· it is not an isolated one. 
~lr. ·ru..ow•Y. Your cue;, practieally typical of vtbtrv all o..,. 

the rouotry in your line of bu~.meQ;, t:rymg to make 1 go of n in a 
modoot, way! 

lfr. \VaH¥L 1 wouldestiroatethat70peru.ntoftJae~mall l*brt.. 
6UCh d ""·e wn .. idtr ourseh·tli ro be, would ba,-e to go into bank· 
ruptcy anJ rw't'iverahif) and r'lf'OJl!I.Diu~ or elst- go vall or bu.tiinc!lll 
~otirdv. 

.Mr. 'rKW>\\.t.Y. You Joolaud on that statewent iu v~w or your prac,... 
t ica I lmsintw eJ. J w-rience t 

Mr. " 'etditc r.. l..,.CA, sir; and in ,rie"'· of what I know o! tha fin•n· 
ci.al condil ior• of nnrneJ'OUS other packers bet-ida m)'llt'lf. 

nao t"nAUI6UN. You do uot. Wlderstal,)d, as b U,.ggest.ed .,, nay l'UI· 
fl'1Liftl" IIJHJ (riend, lh!kf lhiB lu: pro~ in tJH~ l"e)>Ort 1.8 f~r tho 
Mamo J>urJ}(lfjU for '''hu;ll the pt·ooessmg tax waa unJ)()l;tJ{f, or tl tho 
saano kind o1 a tax t 

Mr. 'f'lu'!AUWAr. Jt. is tbasamc gancrftl pu.rp080. 
•rbe Ctwn.wAN. Not by any mca.ru; at all, i! I kno~· _anything 

about. il. 11
hia tax i.s tor t.he purpose of recovering so~e wooey by 

wbicll aorue proot'l880ra may have been imprope-rly eor1d1ed on ae­
t"'unl. of • pre,-ious ta.x. 

~lr WUJ<u. That iB what w• ,. • .., afraid of. 
1116 Cu.uuus. nu, previous tu went dirccUy to t.JJ,e ben~fit of 

the tanuu. Thert it no analogy between lM two •'- all, ..o far ., 
the pu.-- iB conc:ti"Md. • 

Ur. " rr..axx _ _,._ Mr. Ohainnan Wf' are afra1d. that the ndt"8 •nd 
rtgulatioltl' laid do.ru by the Co~. in fi#u,nnll a.~ to wht"l~1tr or 
not a rorpontion l1•d bHn unduly ~nrl('btd_ by tber,e- tax~ ••II not 
bo.•P""iflc and dNr tnoogh. • 

Tht- CnAliN.\!\, 1 am not. tryins: to inltr]n"tt that: th1t L .. for the 
futut1'. II i~ our /HU1KW that tl bboultt 00 ,.;o '"'j; .. tn..-.1 aud . ., 
deter1niru."'l.. But t 1(': ()Oint T made is that tlJto C" o a~ nu( l'liuul•r 
tax""' nor arP thr\· fnr fliwilar pu~ 

Mr. Vu~fiOS. ~lr. (1lllinr\An, I tltink that th~ pot~nt ~rnum nullhl not 
to hftH' tOO IUll{'h ((lllr until Jtt. get& th~ \~ll'W(ltllllt Q( t he "<Ub• 

t".'HO ••. 0 !I" -6 
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· · u If 1 un•t. .... cood you cornctly. yoo ooid ~oo had <•onumud~b•tee .. _ of tht' rtt)Ort Whitb deal.s "'ith th~ "wmclfall" not. rea l at pan 

tax"'-! \u . N s1r· 1 hi\·O not. , ~ r. l'l' ER!Iii K"Z. o, ' , n he .fra.id that wo &l'f. goang to ga 
Mr. Vlb$0N'. o~l:~~~ w:n~i we may get run ovr.r by IIQ ~utomo­

r~·n over ·f an a• ut. 1 he~ IU\il 1·ud Lhc signs on the _,~ n."etiJ and btl~, bu~ I r ... ~J" w~ lillY with tho holp of n benellcent ll<lli<tnlln, 
watch t 0 tli•g. ln.-et witl;oul hurt,. and the fear lllAt. we havt had ~t. across a .. s . • • 
would ho di..<oipated tn thtn atr. 

1 
._ 

ld lik to mah· thit itatement to the. scent eman, tnat my 
1 ~- e. nettlon with this ,rindfall tax is that tht pur-

and is to 1~1 '! :; upoa tha.t pert. of a pm100'a inco_mr whitb_ it 
poee · ;' thiA III and if VOU do not hen~ ID'f IOC"''tt\f' WltJk ~.ugmentedth • 1, ,...."'"to ,ttH" 1 hat ~;,.,. would be in a ~~ion of bninc ule tax ~ ... I ..... • _, 1 h. d thtn-by no 'nnafll t.a.x. 
a ~. fro w~'!!. '!r Vin10n a:tap£:' a oom.pany Wow•, u an ua~-" r fll:N I!V"" Ol • ' • 

1 • tb t th )CJi:!.-t we will fillY 000 m actual monoy upon thtar 
J) ~k· o· ti!nB d~ring fl. 1-y~r pc;riodt ending at, My, Ul,e tat or r. pen The caxi'A tbal thoy accnted and ""t up on \hOtr boob 
w~~1

111d~ $75,000. Now, 8ince the Suprc.m~ Court has m~aHdated 
ll 0 A A A lAx .. n•Lurolly th•t accntal dtsappearo from t tlirllta~ 
m'ent..'and that.$7G',ooo !!01!8 hark into oporatiorut. Would lhe nltr· 
nal Revenue Burtau ,..)' that they had aetually made a ~.ooo 
profit 1 • k boat 't1 Mr. VO<oos. Wbat do you thin a . • 

Mr. Wa.'<Kll. That itt what I woold hke !<>know. . • 
Mr. Vt,;ool(. What do you think about tt. as a fatr b<tll,_.:\ 
~lr WosKL 1 would My that the $25,000 profit- wu a no 

profit for the amount. of bu!in-, and lbo compac11y .111
1 
°0~~ "fd J: 

taxed any "windfall" tax at all, bocoU96 lbey certatnty auou . 
able to make a profit upon tho bo•ineoe that Ute)' do, and not Mllltatn 

··~- . Mr. Vn<&ON. H l"'" hod not h•d th•s tax-- . 
Mr. 'VER:NXE. It Wt" luad 1101 luul lhtU tnx wo ,mght.IUI\'(1) nude a 

Jll•oRt. . • f b t Mr. Vu~sos. I am not. ,::oing to ~ay th1s tn ret~~t o you, u u,.,.. pork packe.,. if they have that notion. might be what we would 
call in -•rn Ktnt<tdty a little "hogi!Wt." 

Tako your illustration: a..,,,. or this tax yoo ha•• had a .... 
income on.r vour 1~ in vnur oork openuioM or $2$..000. Yoa 
would not hsi-e had that tx~pt (or collecting that ta. from ~ 
body tb whom you oold the )tOOdJ. But I~ us talte Chi• iJIUJiralton: 
Say you had a ~.000 '""" in rour pork oponttinnt and your tax 
wul49.000. ~n. by tho .. mt reallOnin~r ~ou would ~ .... 110 not 
ID<>Ome iD your pork operations, e•en !bough you conSider the tu 
iD ftlation to :your pori< o~tioll4. 

Mr. \VEBNKil. Thnl 1 .. r 1J,th1. . 
~1r. Vrssox. Your h:c btHta for your pork opnn.tions, o\len w1lh 

your pi'Oet$Sing Lax, is tcro. 
Mr. Wn.'<Kllo Thot io ri11,ht. 
Mr. Vtssox. Th£>n {our windraU" tax rate applied to your u.ro hatte would be no tax 

. ( 
)fr. \\~a)l.a:&. \Vould your -windfall., tax n~te he appbed af, on 

my theorv,. )'VU lost $:)0.000 and your ta~fW ·~ $7o,ooor Then i4 the 
(."ousi"N8' tata th•t. the $25,000 whic:h would bl' • profit to tht~ ror· 
purtttion "'Ollld Jx. la.xed a8 a wintl r.u ta.lC' 

Mr. VINfON. I could not •Y what. Oongl"f88' i•lea WQufd be. but. 
tiUit rIll.)' idtl'l. ~Ut.. ~ \ViiJ ~~~ l'o~ty, Withou,t Wyirlg "''hit Q>ngrHiJ' 
jd('a ·~ wlutt r"ny adea J.S: That. 1f vour tnx Iii $491000 am) your lu.. 
i!l $.'>0 000 in your pork opera dong, ihen there 1\'0ufd be no 14wiudfall" IM~ 11t' all. If that. is not givin~ you 1 brt-ak. I cJo not kno,.,• wh1t 
would bt 1 bl"'fak; and I tbink et L111 hir. becaust you haft- no ne&. 
ir,OOtn~, f\'C'U with the- \t5lt O( )'OUr p~inl[ teXts. in YOUr pork 
OJJ<'rallo... That is my lhouj;ht I am li)INitinp: now pi......,ally­
that \'OU have to ha,.e • ntt int01ne evtn l"ilh the use of the tax in 
au~u~nUill( your pork operation ba_~ bdort this "windfall .. taa rate 
fOUitl apply. TI1at is my own ptnJOnat '·iew. 

)tr. Run. Mr. Vi:n9on probably is beUtr 1t. Cannulating quMion.tt 
11ul leading 1 witness than any man )'OU Jaa,·co- f\'er ('Onfl"'OJt...'(l, and 
ht I~ l~adinJt you to bclien~ I btu tltt• I)Urpost- or tllia IJill "' not to 
tax ; IJnt, of course, undtr thi& " windfall,., tax provision they t~XJWt. 
10 "''('L $100,000,0001 nnd you 11m tll'e"urned guilty until you fire provOO 
iniiOC.-'(•ut . I just Wllllh.-d to renlUHI you o ( rh~tt when )·ou ~11d tlu'l. 

Mr. VtNttO!<t. I wont to fWy to niy (rit'tHI from New 1'ork that 
•·hen ht MYS I was le•di.ng the witllf'l'tlf to bPiie,·e that he wu not 
(laying any tax~, my friend from NCO<w York evidentl.,y wu out or 
the room at the t i'Dl8 I $poke of that, or hf' was not trinng his u~ual 
,.,_., atttnclon. bf.cauSP I stated. At"('()rding to my rec:oUfd.ion or tht 
illu>tntioo that he gn•. chtre woold bO a tax ttpon $23.000. and 
llll(k-r the ilh.u~tnrion that 1 ga' e. wht"' tht tax did 110\. brin,r tbe 
bu~in~ optration to a net inron't. theffi would be no tax. I do not 
know but. "hat the goe.ntleman fr(HO thf' f..ouiSTille Proria:ion Co. 
•·oldd ))fi Mti~ed • •itll that. iniUJ)reta•joct of it~ 

Ur. 'VDN K.L J think that. any busin4!8"tnan ~rtainly is tntit.lt!d 
to a proll~ upon llte business tltot he d- If hei,'OeS so farM to 
risk his owu runds and U1e funds of ld.8 invMQrs to a loss, ho cer· 
tninly is tlntitlt'tl too. proflt .. 

Mr. VINHON. I woUld hope that our mind"' nre meetiug on thiJt 
point. in no.gard to your $25,000 ~~~~ inoorn(l, whieh I think wuuld 00 
subject to tax. Of court:ie, that. is on ,rn., U&umption that you have 
~ that t"'< on. If you have abeorhod it, then, of """""'• it doeo 
not make any difference what th~ situation would be, for if you 
haf'eabtorbtd the ta..x and han not ~I it on, thtnt o·f eounw, you 
ha•o no btuoo. 

Mr. Wza:<t<., J do not belieYe th.., it anrone in the lJ'ni~ Slat .. 
who oould ay whetlter a pork pacl<tr poMed hil tax on or paid tl. 
The booka are kept in such a .,.·ay that l do not think you oould •Y 
thai~ You ~id the ta.x on the b'·C!l hog, you did not.. pay the tax on 
• produC$. You took that hog an« cut. him up into 12-.5 difrf-~nt. 
piooe8. I do not belie.-e it i• p6ytiiCIIlly pooo;ibl• to say thot.. 

Mr. VJN80N. 1 do not thin)( tf••• tbe gtntlernnn wHI undert~tkc to 
M.ny thnt businl'88 should bo f,.'llllrtwt..c.e.tll\ profi~ 

Mr. \ Vr.:NNK.&. No. J wi.stl we would. 
Mr. VtHi!ON. Or that the.re s:hould not be a tax: where a profit wu 

111ad• by Ute oolle<tion of " tax from th()lt!l to whorn you oell the 
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arude and ,, ,... rtlainHI by tb& oo.;,,...., and n04. pail! to u..., 
Oo-.rnolftl~ (or whicb the tax ,.... «>>locl<d. And l jiJol do 1101 
t..lir,Tf th4" gtntleman . -ill say that. our U'Mimtnt.of at whtn it~ 
uut w11J bt uujoo or unfair. 

~lr. Touow•T. 1f you art ptrsuadod b7 tho tloquent type «< 
pl•ading thAt you lane j~st heard tho~ you aro not. hln-ly 1o bo 
ull«< upon to PlY any ... wmdfall" tax, b.•,·e you not • ~I dn.l of 
11ympat..hy Cor th(llb(l from whom tbt.y elitunate tbcy are got~ to ).'\'l 

.UI().I)()(l,<XIO I 
Mr. Wa~K&. I certlliuly ha''e. 
Mr. •rttt:..\UWAY. Yes. I thougbty!l4' would nt.l('a.~e hll\~l!lyn •IJatl\y. 
ThC' C'uAIHliAN. 'l'11P gl'utleman Sll!tl that h~ cl •d •1~>t ~I IC\'t!. anyon• 

roulll tC'II, wlwn the h~s: was cut UJ' wro iO Ill""¥. d df(lrtnt. pnrt8 •nd 
dil\tl'ibuted. wltl•lhC'I' u1 any pllrt.teu lft l' l Nl U'!.;te'IIOn thn Jt;IU:k:t•r W'bf 
J."t1llinl{ t)nid fur his hL~ or nol. 

Mr. Wuu~Kr.. 'l'hnt is right. 
1'1u• C:nAUil.IAN". I am s,ro1ng to give the J.{ilnlll'IUIUI Crt'tlit. for beiug 

a nuu\'11 iut(•Uib"t'Dt. mftn tflan tllat. Your IJJfK'&r1111<.1(\ l.H•fot·e thi.!( C'OW· 

mitt{'(' hu dt'11lon..t.nt.OO to me lbJt. you are a man fl( euous.th busi. 
n~ l('ttwtn, jutl~'lawnt. ind expertfnce. to kuow wht'n .}'Ou buy a b~, 
•·ilh a p~HJ~ LU of $2 or ~60 J>tr huudl"f(l, ancl thtu R011 Uie 
mf'el. "''llf"lhf'r or not rou ha'·" iiK'~a.Std tl.e pri~ of L.br vrudud on 
act'OUOI. uf I bat IU. '\"ou mi~ht not. lcntnt f"Sattly to I (,..rtiun of I 
nml. but you know .-bt:th('r or not> roo ha~ iU('I"4!'8~ thf' pri<"e of 
tbot produ<t. You eutainl•· lmow thaL 

•,fr. Wt:a..'fll.L llr. Cbainll&n. ~·ou can unly ~M fur ynur 1n·oduc:t 
whll th• ..,.,..,_r will pav. 

rnae C'UAIIJU:'(. '.nJ.at IS Dot. au~·erin~t nn- <IU~IOil. nnd th•t IS not 
mt"fhOJ( IllY ltaU"!11f'lll. r ... id, Y()U know 'whttlwr or uut you hut 
intn"t~'(l .)'OUr pnct on account of that tax. 

Mr. Wr.11NKL It i• very hard to say. 
'rhe CuAJJtXAN. 1nere is a differtnCP of 2 or 2~ (.'('1\t.s .. pound. 
Mr. \VfJINilE. 1'bat iM 2¥.:: cent! t1 pound, remNilher. Mr. Ghainaian, 

on ,tho lh·o weight.. 
' Jlhe C'uAI It~TAK. I uodt>rshmd t hat. 
.Afr. Wr.k NKK.. Not. on thedr~ product.. 
The Cu.AtUIAN. You woulcl huvo to put. mDI'C on Uto ol~ta.r in orde.r 

not. to ha ''o a loss. 
Mr. Wo:a.~KE. 11tot is hard to do, '""'"'""' t,h(I!;O produm .,.. ,.Jd 

for IIUJ1• 'here from 8 to 40 cents a ~md. 
·nl<' C1u.1uuN. In oth~r wo~ do you stat.a to tho conuniUee that 

you v.tnl ahrad .,.·ith your business tranMC"tion"'- ~id thi• t411", and 
1061<1 your oommodity j'ost as though you paid no t&X! 

'fr. \\"tQ:\U. \\'~ 'a\"e t~ 
'11M' Cu \IRliAX. Did \'ou do that. or not t 
lrr. Wot..,xz.. Of coui-w .. ,..e ~nourtd that. it. •·u a tiabihh. 
n-t Cu \.l.&l!U.X. Did you figure that was jm,t. u murh a l1.biluy .s 

lh< ..._.... of that hog! 
llr. Wt:a~1tL Y"ts. Nr. 
llr. <'<••oa. llr. W..-nln-, you buy h~ by tht <Onl or e•·•o tho 

rranion or. rtnt. in 6gurin,z pri~. do vou not.f 
lfr. w,.,KE. Yrc. sir. .. 
Mr. ('ex~"'"- You t-trlainly should kno" within 2V. t'f'nltt how )'OU 

•·tt't' M~htin~ and buying your h~. 

• ( 
Mr. """'""' llow •• wrro buying our bog)il 
lfr ( ·me· ..... \ • 
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Mr. \l'•:a,lur. Yvu buy tM t~ upon the optn markrt. \\'p do 
noc uaab daf\ lu.g marbt. 

l£r. C'dnl·~ ( UOc.ltn-tand. but you knotr WlEhin 1 hat Hllf'J,.~O h4lW 
J"'' ,,... buy•n~: Y"!'r h"'!"• do you not I 

Mr. \\'osKr ... !-to; l tlo not. think we dn. 
l fr. Cdhl't.:IL. \ rnu jWtt t..lo n04. ha,·t anv idea dboul how you buy 

thf'm, about. ho~ you upect to come outf 
,\fr, WnHM& Oh\.)t1'1; t.-ertainly we h1u~ •n idfll alr.t~ll how \\(' 

exptel to t~nt(' 4•111 t lt•n•. \Ve fi~ure th.at. every tl11y. W<" kt1u" thnt. 
duriu.'t t l u.~ JWI'lt)ll tltl· tlu was on Wf! I~ n1onty 'on (W<"r.)' helft wo 
kill•<l. 

Mr. Cocwmr. 0<·1 11wny ft•om th~tt [or 11 uwuw•u, it you p ll'rutl' ~ir· 
w~ulfl you ijMY wlwu you buy hof-"8 nn<J p~ th(lm you (•uuuul h~ll 
w1thm ~~ <x'llk" pountl how you uru gum~ to oomn 0111 1 

Mr. \Vt:JtNKr ... Wa tan on rhe whol~ hog. 
Mr. C<XWDI. 11uu is wh1t. I am talking: 111bout~ 
Mr. w ...... llul Wt do not ..JI the wbolo hOI(. 
Mr. Cowr..~. You *"II •11 that is s.lable of him, tlo )041 n04 t 
.Mr. \YaNK& \ .. u lit is <"Ut UJ) imo nrions pa~ 
Mr. t"OOI·DL flut you do n04.tbink. t.'>en. tha~ yon could ttll wtthin 

2.1.- tf'Uhl • pouud 011 a bOlt ho-n· you 11"6 J.,."(oin~ to t'OIIlf' out.. on him f 
Mr. Wa:rucr.. \ .. ou NlmJot- teU •hat portion of I hat tax ia alloratt.J 

ro tb~ ,·ariOUJ product& 
Mr. Coon..a. SO it <toe. not. make a bit of difl'~~~~ to ,·ou.- bu&.a­

n~ •htdttr HH.I pay tbt fannt'r 10 etnl5 a pound or b «'nli< a 
poun.J, doe. it "t 

Mr. IVr.t~NKL Oh, )fl" it dOO<!. 
lfr. fuwo. Two •nd h,·e-.tentbs tenb.difftorett~ Wbtalcl fltlt •mount. 

to anythinKI 
Mr. \VoNKK.. 1r IJUOUUll!f lu u whole lot on a ho~ when you fl~uru 

the dres.t,l perc•uU.W!. 
Mr. C4KH'~H. 'l'lu.-.u,-how tlv you justify tlalhiJUl•IIINil. thAt. ym1 euuhl 

riot ltll wh.-tht•l' l lu:~t 2.2,; would bu.ve anY etfct'L c:m iL ua· uot t 
Mr. \Vr.MNKJC Olt, y~t'i W6 ct~n tell whethc.r the 2.26 C*IIIIJ luul ura 

e:fftct nn i l. r _,aid wa c.-ould uol teU wha~ J>Ort ion of lh11l 2.2.tJ ~f:ntB 
WIUJ IIIIOCMh.o;J IO lfu., VIU'iOUS CU~. 

Alt-. C<XU>t t. Nobcxly Ut l'X:.pedini!J·ou lo •ll01.•11tfi tlu• 2.11 ctnUI in 
tht't JH'OJX•r pMJX.rtioll to the loin an lhe ham and tll4' 1dtoulder and 
t.bf! (f!it't tnd Ua~ ' 'llrious pork produets which you J(ll(. out of 111 hos:, 
btu Ct'Maiuly in yuur bus:me&!l operation ~·ou can It'll how )OU would 
001n~ out on '"'ttUr ~mbiuc:xl OJ>entjoo u l't'fltcttd by Chft price yoo 
ha"" to l"Y lor the otufr. 

Mr. \\ mMKIO. Oh. ,..,.. 
llr. C<l<tMlt. Thtrt o• oo doolx aboutlhaL ,U .uttd h•re btfort. 

.H'!J undf',....fJtwl tht' pn•poMl bt:r? to bt- 1bat if a man did not 1)....,_.. 
Ulbo ta~ on lo lu .. <'1t-.t• u""" hto l.!i no1 •fff't'tf"(l b\· the windfall t:aa 
at all. You und•ntand that! • 

Mr. \Va..,.n. That M ri.-ht; yes. 
Mr. Cooeu. If a man dta pasolhe tu on ond coll..,tlld from h•• 

c~nera, aud he lhtn failed to pay it to the. Oo•trnmtnt, do you 
lhtnk ho m~ghl to k .. p that money! 

Mr. W•RNilL No; I do not think hoabould. 
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Mr. Coon:a. All right; llwlk you. 
Mr. C.Ownt:u. I want to sa:r to lbr w&tn.-_ llaat lw ,l'IIHJuld noc. 

!orr< that th• ahowing _has to~ made, .-rdang to th11 l"!'ll"ace 
t.t.....-.>1 ..,.,,....., tb• law os not wnUu yel-btlo.-. tht Cocllln,.,_r 
of lnttm•l Rf,~~nu~ as to whether or not be pel'-~ tb~ ta.x on. 1 
think )<>U aro tbt tblnl ,;'""""that "'" hne bod that b&l •id that 
that would bt a <try clillleult tbiJlg to do. 

Mr. Wr.a><I<O. y..._ • . 
Mr. Caow,-uD.. J think you •re the tlurd 1'1&111tl<ll tong~t in thi., 

in41Ut-tt)' whn h•-" ruad~ that statement. 
Mr. 1\'uu~Kr. It wmtld .. 
Mr. t.'1K)W11UJI. Aucl do not ror~t. tlll~ wheu yuu f.tU oorure lhl.' 

c~•lllllli .. "iontr of lut('rnal Re\'CIHI(' to try to mnkt• ycm•· toltow~n~. 
(•\{' II ttlthnUJ.tli \'UU h111l fl Joss-and \'011 ftl'e lht• thlr'll WHIIt'!-.111 ( ihmk. 
"'110 hutc ,.llltt•tl"t l&al rhey had ft loss Ou U1t.\il'l>i1lk sn·O<I.II('(Ii during thiN 
rx•rl•x:l h•x--i f lllt'rt' j,.. 11 shudow of " doub~ ill th~ ~llllltl or ll)ft t't!lll· 
mi~iont'r ur lntf'rnul Revenue that you did pti.NI IL on, ~~~ ·~~mug 
w toll{'('t il fl"f1:1n{ou Just the same. 

Mr. VIStiON. I that loss is shown on tlat•_ JU'(~~in~ OfK"rt.tion 
"fter you COJl .. ider the tu: in incoane., in ruy opmion lhN'\~ will nut be 
any ux paid. 

At tlu111_ poinc.tht Commissi~r of lnttrnal RN'fi1Uif ban~ n .. thf 
.ubooo.lmlltte ft'port wbe-rtin certain langt~lg\' l!J tiJllt"(l •·birh na_y 1,. 
of btntfit w thto taxpa~ .. r.t.. I rud from pa-r 8, un,ltr peragnph ~4. 
• \Vindflllu.x .. : 

,..,. t•• wuaw t• • iPftdal 1~ tu. la t1w n.-.. ra..-. '*"' tu: W\i4lld ..,. 
f'!l•pvtN ... foiJo-.•: n.e Dtt lllcl:ll:w rro~~~ t.bt ... ot atw ank'MII •Uh ~ 
t• _.,k•h lbt' IU WU AlrlkiiW'd.lJ 11IQ}OI!Ifd but _. p.kl (CM" w.• J'llkl •NI r.-. 
hlodM~ 'W'OIItcl bio <'OftiiiVU!Cl. 'T'b(o Ul~l IO •bk-h UN'! IUI*It'r ,.blnrd tJ:lilt 
t.o11J.rb &1 thfo IU ro Gll._,..hl woWd be dMf'rmlllll!'d. 'J"bto lax woatr.l bf" b.lli!NI 011 
llof llfltUOO of lbl• "'" IIM"Clllle "a'taidl ~flil""t_"tH• ~~ ••~tlllll of tu 1•11nk• 
•hln•'(l 

Mr. ('M0\\"1'utJt, That i!i! not new, \\,.t ell t&ude"'llud tluu. 
Mr. VaN*>~. I know, but it. is on this point. 
Mr. 0.0'1\'Tti<Jt, We all uudorstand thot.. 
Mr. V t MHON. And i~ follows a slalemen~ by me as to my idea of 

thi~ IIIJt ·~··m~nt, llDd the Commissioner or Internal Revenue hands 
... the ... p<ll't with tllat p8rt of it undcrocored. 1 thin.k u •• ~ might 
be of 80me benefit. 

.Mr. Ctto"'Trrat. 1 have jt, mar-ked berc. aucl eove.ral otht-rt marked 
it in lht 1!1ln1e w11y. I p it a long time ago. 

The Cu.uaxAN. I fe'el, with all due defert.nce to my colleague as 
• fri•nd and .. a mtmbtr of lht c:ommilt.. that be has, I do no4. 
thank imentiona.llv. le-ft th6 Bureau of Int~roal Revenue and the 
Comnu~uontr of fnternal Revenue by his staltmrnt in a Ye.ty unfair 
IIRht llr .. ,., unl..,. you can show btyond tho obadow of a doubt 
that{."'' ha<t not eoii<Ctod tbio tu you would be uptdA!d to r.•Y iL 

I H-1, klw.•in.-:; t.bto Coouniss:io:ntr of lnt~mat ReYtntte u do­
and I would •Y that of any Comm;..;.,.,., of any admini.<trali<ID 
auw l ha\t bf.tn here-that if it "'el"& a matur in their dilcrttion. 
unl ... thty ~•rt ron..;ncod beyond a ......,.ble doubt, they would not 
• ·am your n~ney. nte}' are nat ~ to bowld vou. 'That ia not 
"'·bel tht.f wdl do. .t\nJ more than U1at you .. -oUid haY~ the semt' 
reoo-untt to the eourta Lhat you now ha~e in eonneet ion with any 

( 
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othrr eu. Jf th•"" i. a d~t oow btt,...n a tupaytr and 
tb• Ou,..u of In tonal &vuue and an agreement eannot. 1>. iMcbed, 
tbtyadju<li..,.tt it in tiM oourt&. That woold be no MW tbin.J· You 
...,..I<) ban tbt amo opportwuly for redl018 if anr injuauce WON 
donf'. 

llr. C.Onnaa. Mr. Chairman, I should think ~~ would be tho 
btttfr ()lift of wiedom of ih~ ro~ttee to writ• tl1t~ law 8) dNrly 
and 80 undentandably thai 1t m•ght J..,..o tb• """"""" litij,'11tion 
th•t. i.t appearing in tht\ Trtasurv Departmfnl and the llurta.u of 
Inttn1al l~rHnut. I should tl~in\ that Wt ought to make 1t nr\' 
dfl.ar. lt iM oul)' f..f(>lleral now. • 

Thf. C11.unuN. l would ;.ay to my dear !r·iend that 1 woulcl juin 
him in "det.crmine·cl ('tfort. t.o do thAt.. 

Mr. \Vr.at~Kr. Mr. Ch.airmftn1 Mr. Vin~n, 1 balicve, madt~" r'fnlAtk 
at tho flf'lolt t.o lhC' rffeet. th11t. w<> may bt afraid of bl.'insc- run 0\'t'r tf 
Wt• W_l IU:'I"'tlll th(' bll'('f•t , but. that I hero are ai,b'll! 1lnd C\'t•rything elsc­
~uning us or th.• 1U1tomobl~f'ii. Yet. you ~ua.y go out. on ~ho 1ide .. 
w•lk nnd 00 w111lkmg on tl&f!> :ltde"•alk and &till,. drunken flnver may 
bit ~·ou. 

Mr. Vu~80~ . 11•at is "'~r because of lt"ar. 'Vbat. 1 " 'aJt trying to 
illustnato •"d ~·hat 1 would liko to <all to tho attontion of tho ~n· 
tlt01an is that throu,:::hout the _yfiN "·e are: pm~t:nt«l with folb who 
haYe- c:ertain ftaf'll. an1 tbOFe fMns com~ from nriOUit tottrt'f& Pf"'* 
pi• art okiU•d in <rtatinl< r .. ,. as ••II as <omt folb aro akillod in 
&liking <tu~tion, Out what l wanted to~· to my frMond w-u that 
tbt tnabComrniUH n>port .. as ·r '"-d it, u 1 inttrpm it, and u 1 
underM•ntl at to btl intetpfttl!(l by the Coo::uni&onu~ di~>«ipatN 
mum of your ftar. 

Mr. Wa n:a. Thank you. 
Tho Cn4ll0l•M. Tho nen witn- is Chtst•r O. Nowc:omb, of 

Clo•••land, Ohio. 

8rATEIIEIIT OP OHESTER G. li'EWOOIIJI, VIOE PRESXDE!Ir A1ID 
GEIIERAL IIAirAGER, LAXE ERIE PROVISIOII 00., CLEVllLAJfD, 
OHIO 

The CuAtN)fAN. \Viii you p lettSC gi'•a du! st.eau>grnpher ,VOI&t Jlamo 
aucl add"""' I 

Mr. N£WC0M I\. Mr. Cha.irmlln o.nd members o( the commitcee: My 
name ill Che8ter 0. N"ewcomb. I am vice _president and IJ(':neral rnan· 
a~r of the. fAlke El"ie l"'"'ro\•ibion Co., Cleveland. 1.11at company, 
Mr. Chairman, bu bM:n in business in Clef'ela.nd for 10n1tthing Hka 
70 .YH,.. ~Jy fath•r h&! bten oonnectod 'lritb the bu.iu ... for ap· 
proJ!imat•ly ~ 1~· ... a good many years of whi<:h be ha• bttn 
P,...•d•nt. 

\\1e tfDJ)Ioy JOme•htre in tbe ne.iJ,!bbol"hood of 100 to i,jO n1en. 
depending upon how bmy we are at a.nv gi~M ti_mtoo,, and art • ftctor 
in tht paCiring bu•i,_ at Clovelaod. • 

llue:h of thhl tun,. Wf' haYf' neur madr anv mM't than a rnodfM. 
proljt; on the other hand, we ha,·e been ablf- tO ea.m a li'ft.lihood for 
ouneh·ee and gi, . ., employmtnt to some 1~ to 230 JMD, rnany of 
wbom h&\"6 betn with ua lor many ~ 

The 11~1111: \ax wo paid amounl<ld to about S300.000 with 111 
over a p<~rlnd o f about 15 month$. The last. month lhot "" paid 
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•u ((It"' January 183.1. ' rhi, ftrf'l •~~ not abl~ to t•r unul •~t 
:-W-Jl'tnlbt.r, and we would tK•t haf"t betn .•b~e to. have k.-pt up f)IJ· 
nu:-JH!Ij a.J long u q tlul kctop them up 1f tt. had not. befn ({If' the. 
ltnieney of the DurtAU of Jnt.t>rnaJ nennue 10 gronltng 11. llrnt 
tXIt'JuriOita. 

l•'ollowing tbat, we w<:rt• ••~It~ t~ .obhaiu a t.emporuy rttll nlinulg 
ordrr n,b'l.in~, the Ct~IIN'Lor'g ,h,._trummg our property. At. tlun .. thne 
1 ht\ rourt did not requil'l' u)l to Jlnl the rnouey up fo1· tho tax(lf, 
J:M'('IUlliil' they rt'OO.JU.itt'(( thi• (alct W._, were tullbfe lO (HI~ it. U)). \V. 
tlid not have theea&hh. If thil tn:c: had not been beld unc'f~ll!oititutiona! 
il would have. cl~ our duo..,., d well as the rlooD~ of «·~t'ry other 
intl~pt"ndent pa..-:ker in (")4',1'11\nd. of which thi'r'f' '"' thl'ff' m•w. 
11wt only peeker left to OJM•nUf' • vlant in CfPwlantl._ ,.,,,. inat ~~ 
bf.tn d«lared UDC:OD"'lllutional. would hll"(' ~'l th,_l plant or Swift 
.t Co. 

One or lht four that I Ultnltoned was forct.>d into bankruptcy 
) ..... Junf'. nu~. SIJU6 situation, in 11\)' opinion, if ,_,"(':fK'fAf a• ~reb 
th6tmall packers. They luu·e not madf' mone1• since the irnpo1ition 
of tltill processing tax.· I thin~ if thi." ~whHlfall" !)I'Opc)Wl it ca~· 
AOtrd1 find the Ia"' struHIH ur~ il will be ~ponsible or puUing out 
Of but•inetiS l' very J .. rgt\ 1111d HUbslAiltiol number of ~lhn ll l•"ekcrt. 
1 think also Uuat it wall Wurl \'1\ry much to Cl"('DW " n)OHOJlOly for 
tho national pack..,.. 

I rupport mao! ev<rythin~t lh•t ha. been saill horo by pre•io111 
aptakers "'P"""nting it~e son•ll packers. I do think it it & Yti'J 
aeneralsiluation~ and I do not thmk l h•n-e uaggerated it in K"gard 
to the number of •mall packtrs that ore otrect..t 

That is aU 1 hal'"e to gy, Mr. Chainnan. 
"nle Cu..&.IItli..UO. We thank you for 1·our apf*'ranoe and thf teflfi· 

Ql(MlJ you haV"e given t.he C"'enmittfe' ... 
TI1~ nt.xt witDC'fiB is E. t .. &hnticlert of Cle·vtlaud, Ohio, repr6-

~mtng the Ohjo Provision Co. 

STATEliE!fr OF E. L. SCHNEIDER, SECRETARY AlQl TREASUIElt 
OF THE OKlO PROVISION CO., CLEVELAND 

TheCn.uRJ4A!\. Wil l you t>le"~ give your uame anti utldrt..-11' to the 
reporterf 

Mr. Scu"!l.--mD'r.a. My uauu• iR K l A. Schueider. I am ~r"t't•ry ~and 
t rta .. ul'tr of the Ohio Provi,Jnu Co., Cle,·elaud. Our bw,;in~ wJ.A. 
fc,ondtd in 1883. I ba .. ·to 1wn t:onnected with the c:ttrnpans for 31 
,YHh<- lt i ... owned bv about 23 1-Ja•f'ffwlders. lt i1t an 1ndependrnt. 
('(llftlp&nf ; it Jri,-f'S emi>lo\'Ulil·nt to abnul 200 men and 1II'Omru: u ffV' 
ill'~ iLOC'C'upit:!.aboot 2afn.ttt)f land in thes;t~ard!e Jif01riclo. 

II h"" tht ""I!'""'Y I<> honcll• 3,1100 hop. !lQO catll•. and 1100 aoh..,. 
IJhl dl(_l!fp eombmM ~r Y.t~k; to4•lannual !'Illes around $.1,01)).000. 

'Wr P~ hoc."' untltr Ch(' A. A. A. and come within th~ MlOPf' of 
l_hf> pro~ 'wind.fall', tax bill now being considtred. \Vo pMid abnuL 
$000,000 or IH'OC~SI;ing taJ~ej( into dle Trtasury-thal iJt. exclu;~:h·~ or 
drawbatk& 

Yun m.~ty doubt. roc. ~nilt'IU('II. whC'n 1 Sit)' uu,li t.hc $500 000 burdf"ll 
'lo' IUI IKII .JJ p#\Sf:ed 011 tH tht~ 4.'011Jof1UD~r. 1· W&.Ul. lo brin~t 1 

OUt. that it. 
ab+.orbed in':entory •PJ)I\"('iation ancl profits Crom our odu~r llnes 1\00 
ronntt.'1ed With hog p~mg. Our in .. ·e.ntory froRl ll low level or 

• 

• 
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h•·-k priCH gradually•oc.....OO •lx•u• \Ul JX'""nL when tiM> t.••l 
of AUJ:U"' I~ "'IL"i Hached-a lt"\f'l of • J..rrft\. deaJ of rilk. 'n.. 
drought ho•l. • jl"rt'llt. d<'tll to clo wilh thai. . . 

Now, for IIIU;;lrallvn. Hu) pi"'C.'t"MoOr w)KJ Jlltd lu~ U..xe1; •mJ did not. 
lil\(t l~rt n\f'r th"' tunouut. u( f)rofit. that ~i l$ irwcntory ~tppreciak'd 
1nt.l what. ho 1mu:lo in other lines or (•nhttiiC'flrlwnts in ' 'nlue, l~ th1U 
prorit, u writ nH"' rea..:;ooable mnrgh1 which he dlould hexo in paying 
proce~iug ta:c:l)l. Wherel•e bad $L"of invcatwry value at low pra«-'8, he 
no~· hu lhrta for the same number of poundlt. 

1 t h.s been tho e.;tpe_rienoo of the patkintt indtW.ry that it I~ n 
murh by dfotlin~ in Yillutlloi u il- profit.. by ra.,ing marlceos. ir not mol"t''. 
11>.l.o II <>bYitlWI. Extnme loi'J(& oto<lot to"" pri«S down ond tcmaU 
ttork!l ttnd to rake pri<:e& 80 thlll tbt J)a('ktl" ~~>IAtld~ mo~ Ma.Mf' ((, 
11110 ,.,.,.,., on a lo.q;t> UDOWlt of produd. declining in nl110 lhon he 
tan hope to recoup on a sma.JJ amount. of product a<lvancing in value.. 

It • ·oold -en unlikely that th•re would be a furtber mowiol od· 
l'&I~Ca iu lh~toclc pri~ surelv uot a. ~t. u we haw• bad· but. 
thoultl Lite ,.a~ues ~rink aud gnldually d•·din(' LOa point uear th~ low 
hntl, who w1ll rennburse the pn<:kl.ld ln'"{_c.-ad of $3 c•f inH·ntcwy 
\iliUl\ he wi ll ha\t' only $1. 

A tnilliou pounds of product nt 16 rents 1~r. pc>tmd amounta kl 
$1M>,(}()(). A million pound ... lit d ''l'II..,.IIIUOIII1LA to $50,000. " 'ho lwol"8 
tl10 $1()0,(}(l() shrinJm~~f 'J1H.' ~)(1 Ck4."r. l 111 he 110~ 11180 entitled lo appN­
ciaC ion to oO'JoJCt IC&iiCS1 

Wt\ IIIU-.L all be agre«1 that b f~r bMt'k h fi:;(Un.'S are &\Alftblu 
•u•r,ktLB h..,,., 1r0ne up and dowu. S'o•, t.akt aw-av tb .. profit. frorn 
ID.1 bwrineat caused by an adnnrin~e 1narkd. and inake it iutfer the 
1-of two d.dining market.. ond it ..-HI be CHit of~ 

I have wt'n hogs ~ on. th~ Cle,·rlancl market aL $23.90 per 
hundrod..-eighl, on the hoof, ond tl1en ot $3 por hundroclweighl, 
and tlae JUOduct. from them in proportion. Tho adn.nce. in pnoee 
aud t.lx have. more than doubled our trade accounts reoei,..ble. The 
I'C'I'Iponfibitity of lho trado-thot it, oofely as credit risks-<lr their 
n•t•ans out of which to pay h~ ~y no mc•ns doublod. 

Now, geu.ing bt1.ck to lhat $1i00,000 pnid i where did the tnOn(ly 
come from 1 The profit.. from U1o iU\'tnlory was not realit.ed i it. wu 
P"l"" profit. We just oaid accouuur rtecivubto more thon uoubted. 
1t did not eome from lhot IKlUrcc>. Jt wu poet1iblo only by gelling 
cx:tcn~ionM of time in which to pay Crom the. coUector of in~nllol 
revenuti putting the payn.rents oft', in our cue, we paid our Febru · 
ary IO!Il! tox in Sepwnber 1936. 

\\'e .... .., running then obout 8 montho behind in • 1!3·mooth 
p<'riod. l wont to SJlllr& yoor limo: but I want to oay thot if the 
A. A. A.. had not boon bdd llDCOllMilulionol, we ..-ould ha~e boon 
put out of l>usiu..., ond l om llloi'Oilj!lt11 llOOl'in«d thot if • oo­
a.Ued " 'll•indfaU,. tax is enacted along the linea sum:rested., we walt 
have lo S,.'O out. of business, am\ many tmployeet of~ to 3i yearw1 

&C"ice will ht\'& enmed their latt. day•a llAY, owing to their ht.viug 
grown old in our e.anp.loy. 

1 do not know about the uatiorud JH'Ckf!ra whQfle names aro familiar 
IAl you, but 110mo of lhem, no doubt. had IAl borrow lho money they 
llUt.. in <liCrow when they liCCU.red injunc.tion•. 'They baY& lilany lines 
•n<l •how profits, but when llcrit proOIJI Al'tl aegregated-thot iC!, 
th•ir profiiJi from their day-I<Hio1 pork oporolio........,.. innntory 
•PPI"tt'iation is not includf.d- thf'.1 will show very different mrullt.. 
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1 am worritd about puba~ 100 or more~ ntartr our •i•, ..._ 
la'l!"r and ..,.,~ smaller. of orhom JOO may Mftr b'\.-. htucl, and 
who, from a .,ultiplicity of ......., ba!" )>etn bocoallllf! f~wtr and 
fewor during m., last decode. The naJonty of .•h.- "!'rn•oro did 
uot put any ,.,.y in .....,.,. when thty ooairtd tDJUnctiOno. boca ... 
they did no1 ha,·• the moM;f whid> they a~ now prosomod 1<> h.,.0 
takrn from tl>e pubUe to do ot with. . 

111onk you for d10 pri,•ilege of opptarmg befo~ you. 
'nlt'l Ctuti:MAN. Thlllk you for your &J)J>eara.n~ &nd thr W.i~ 

anony you h&\'6 given the committte. 
111e nut witn ... is Mark Eisnor. New York. llo dote not appou. 
ll. C. ~'ulbri~ht. 

STATEDNT OF R. C. FULBRIGHT, llEPRESFJtTil'IO TlfE 
SOUTHERII Pll'IE ASSOOIATIOII 

) t r. t··, rsJUUOIIT. Mr. Chainnll.D and rnembe.ra of th& con\mittee, m1 
uatnt. i t~ n. C. Fulbri~ht. I reside at FIC?u.!ton1 Tt~. . . . 

1 appe·er htl"f' for tht Southt-m Ptne .t\!8oc:Jallon, whach l8 an 
t.:JIQI"illtion ron1J~1 of tb~ principal manufltfUrtl"t' of softwood 
hunber throughrnn tbt Sooth. 
Th•~ art t ~1> Ira tum; ol the p~ bill that I wi!lh to lli'l<nM, 

th• 6n.t ul whith 1 shall rtfor to in only a Ttry few words. 
"11M' fin-~ ftetul"f' th~t r wi .. .b .u~ rtft>r to . joe paragraph. J3. wbd't 

I.MI"6 if: a l'ftOCnrnendatJon that d1vtdend• ptul oo1 of tanun~ or-. 
of intrt..., in nlut. a.oeruod prior to ~laieh I, 1913, should bo fully 
tuabl• tn tho rocinients of such dindtnd& • 

Out in Mr. flill'• country th•y hne what thty <~lltb• luge lum· 
t,.-·r Mll\J•ni~ but down South w~ hnto a lot of limatl lumber rom· 
p11ni.a Nt'Arly a11 of thMn •"' 8:11\~U eo'1>0!'ti~n"- 11 j .. o:M of lhe 
o~oal liOft,HXllel Jmnbtr·prod~C!111Jr temton~ of the ooun.try. 
nwrt 11'(' todl~f' many c:ompames that ha,•e lumber reM"n·es 1hat 
tllfiY ha,·~ had (or 40 or liO vears, so~ of them longer. 1t it practi· 
taHy irnpoMiblo to tell whtit tllC: ~1.. of IOOll\ of thOtK\ (!()mpAnie. is. 

1<•• lo'<'l th11~ to go back ond 11&1 the Morell 1, 1013, bo.., to deter­
mini\ wh<'l h('r or not there Wfi.S no i.JlCI'MSO in Vi~luo prior to that 
fhat.t. will itu/)or:.- 1111 impossible burdt-n upon tume- of them, And in 
111 rA..IK'" it ,. olntes what we think is the .-piril of thf' dt"<:ision of tM 
Suprt'mt• Court in d.-claring that CongrNII roulft not tax income 
aN:ruttl 11riflr to th..- rffeeth·e date of the -~~;istNnth nmt>ndm~nt. 

·111«" hw:~a~ in nlue prior Lo March 1. 1{}13~ whNl di~ootrihuttd by 
tht• rorporation '*tomf'ft tasahl~. an~l 'fOU will ha,·(' tc) go bac-k 2l or 
30 and nlaybP 10 or :;o VHns in on-h•r tO tell whAt thf' ~ t.. ... 

Thi. ouhjt<1 w .. ro~e~ by ~lr. R.nn•t. who appea~ before your 
Mmmitt~ and I will not UDdf:rtake to C"'"tr il 101 mo~ t-lttept 10 
fl\otlorw what ht said. and add that 1.1 far u oor (C)mpanite in the. = are C'OIKented, it will work a ~ry p81 hanl .. hip on ~rue of 

Mr. Coorat. Mr. Fulbri~tbt, jll!l, ~hat "" )'OUr roltron<f to the 
-rt dedoion on this point I 

Mr. Ftn.oaroOT. I do not ba\·e beforo me the mtrenoo I<> the deci­
tion, but it bold, of OOIU'I!O, that you ooold not tas Income accrainl 

u•uva A<n, t ••• 

prtor to )1an:h l, lt13, _....,._that wu llwl data whtn the iDCOCt,.. 
tu amtndm<nt wu nulled. 

.lr{r. Coc-. . 811t the Sup.-. Cocrt. h .. Mid wo would hue a 
ri«bt to tu Una. 

'Mr. Jo"cn-mtT. I did DOl •Y ~ woold ba nolati,... of that de­
o.lon, 1 oaid it would ba riolati'-e of the spirit of it.. It is on r­
tutn« pro6u whi•h accrued prior to M&rob 1, IUI3. But tho profit 
i• not. tho profit or ~· oorporation. Yoo oool~ DOl tu iL u m., 
J•ro6t or tl•e ~rP.""'llon. ~Vben it is disaibutod to the 1toeltholder 
you ca:n con.'ltH uUonaUy d~ 1'-t ~utI say that.. it. iw n~ right.. 

Mr •. Cocwrx. .1 am uoc dtscw~t:ntg the qu~.-~on or ri~hL and wrong, 
rom Jt.Uit mak111g the observntion to ycu thnt. tha court. has h~ld that 
wu hnve 11 right Co h•x this in tho bands of the stockhoh·fera. 

Mr. 11"'m .. u~r(llt1', You hnvc 21 right to LA:t it •t the time che stock .. 
bold4'r f_ltht Jt., of eour&l.'. But J am not dasputing Uual., you have the 
right. 1\~hat. I tun ~aying is .that. you want. to ~o buk 40 or 1J0 yun 
to det~rm ul" l'!omedung th1t .i" many eases cannot be determined. It 
dOi.'S nollf!N"III to tUf- to l)f' fa1r. Many of the fJmaller « Hnpanis will 
1M! \'trY unju~lly la.:ct'tl under thi.t~ prOposal, and I with LO illuatrato 
that . 
. I had • MtttUW>Ol naade up w~(:b ! thou,al•L would IJf htr?~ but 1 
JUst took lhn't" as-.lunec:l ('()fll(>anttS •nh $20.000 inootnft llitr ytar, m 
...,h of wboclt thtrr wtro tlu· .. """'khold....,_.,.., South. who ownod 
~ ~ITf'Dt of rllfrt .. rotk. Jont"~& owning 30 pe:rcent. and Bro" n o•rntnc 
20 ptrftnt of lht- ilotk. 

f bl\'f' a•11med that ntJI of lb(ll8t stoc:kbof<lf'I'S I~ f'llOlUrh irK"Ome 
ou•~""de of tJJf' dh·idtnd~ hft ,reu f-rom tM ~nJ)IIoy to o!lllflt all of 
hi~ f'Xf'tn()tiOrUI •nd <Jf<iunions. so 1ha1 what. hfl- ~-"out of thf <"'fn .. 
Jlllrl' ~ould bt tuoblo. 

1'11(' ,..X., romp.ny i• in sootJ financial c~ndition. and thf'l"(tt ut uo 
,.,..,~n •:hy it rAJlO<M diM r1bute. its ea.m.i.ngs-. The .. Y'' 00111(:Nt111 i1 
ht,.wrl~· mdt-bh .. -<1 11111d mnsL rt.Lam • substu1ti1l J)II"'L of it-8 nrn~r~ga 
co •l'l'ly on Hfl 1lflbh. The ••z'"' eom1:mny desires to ret•in a minor 
proJXH1 1ou of ihl N1rnin~ toma.ke. needed imJ)ro,·enl.t:uls in it•rlluu. 

In e11eh of t heso ca~ 1t. is W:~Sumed thnt t"tlCh ~otcx·kholdt•r wil h• vo 
l• i~ tli~t J•ibution f1-orn the c·ou\pany lle:ted u hiA incom~. It will •II 
bo tax•ble. 

ln the l"n-.c o f Chto "X't1 eompttny. whid1 •li~ribute~ 111 or rhe 
$20.000, Lhf" toul lndh·idual La.U'B wilt tw $1.180. ·n,ere will bt- nono 
a,.raisnt th~ t'Or)JOt"Mtion under this proJX!E!ftl bill. 
~11e. ~oy"t t'Oillf>&ny. howf'\•fr, fetlS tbat it nn ilinribut.- l)nly half 

o( n~ u&cOtnt•. a.11 11 owN a lot of debt-and Wt" hl\·f! lot.c of LMnt tha.t. 
art vrr1 tw:_.,·ih· indf'bled. If il distributes ont·h•lf of h~t iJ)('()fnf. 
lhf iD<hvidual i•xc:-. plu!t 1heir 8ha..re o( th6 t'Of))Ura.tr tasf"C "1ll be 
17.440. or rnort I han N.l" timN the amount of tax• bomt- bv lh081 
who"-~"" 1ft lht 1~ f(M1unal~ company. ~ 
. 11M! -z!"t t"'OnJ>4tn'· w-hid• wbl~es tO lay .kd~ 30 pfl"t'Hll of 111 
thCOUW' lo makt I~NI improf'f'mNllb in itlc p!ant-.rKl Wf ha1'e lou 
of lheau 1ha1 nf"f!!l to m1kt 1h~ impronmen1 ,_,.-il! diaribute •••~­
!100 or it• ~!0,000 IOrotllt, and the total taxes poid b~· tho .. otkhoJdtn 
m th~ <"'r(>Ot'IUc>n -.•ill be $3,698. mort" lhan 1h~ timM lht llt1f.ltlnt. 
o ( tbe C'OrJ)()f"ll ion whith wu in a ronun1tt dmmi .. 11Tltf whtft it. 
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did nt.t ba,·e tu ret.am ulOMy (Ol' nfll!ded unpro\"t~nta: or to appt
1 

Jt• •l··bl.. . . . . ...... d .. 
\\'• bfbeve &hat that. is a due:nmtnauon ~;•·t"fn_ lu~nt t'Orpota,.. 

ti4.Jt•t. h . worb • hanldtip oo ~h~ roq)Onh?n wh1eh u. t.n an unfor. 
tun&le fin:andal cood.il ioo... It t$ t:n» that m your ,.port. you ha" 
~lnmtndtd a provision that where a etlrporn•on hu r,nor t~ J~. 
arv 1 of 1hil l~•r a bon~-6dt toDl!'&rt of a trtdu.or UIH ~ w,hJch u. • 
c.d,)agatt"<< 1o 1,..v no dh·&dtllds until !' ctrl&.m. a.mount o~ Jla .mdebtfd .. 
M-' 1,. paud, it~may credit that a,;ramtii the mromt> ~luch l8 lUable 
undt'r thiw IIChtdule 2. bul th11t would hap~ . on.ly an Ul!'f~Ie 1011 
jiKliMitd ~ They may be. under ·~•orn l obh,:ttll iO~M, but. at. 18 ~ry 
1-0ldon1 in thP ordhutry c..-ourse of bus~ne9J of thti ord~nltry 11m.ttll ooa. 
C•(II"H thAt the bunks would enn requ u·~ thPm to -.o lie tfu1rn:,el~·es up 
with It ('0flll'l~d or t hllt cbrtrti(:ICr . Yer thc.•y UW(I lh£'~~t• lllUilt'yK; they 
Juu{! to uu•ke Oil~ ju1prur~menis. 

WhNI thi-H matt~ .. fin.1 c~mf'i bef(lrt Ot,w rnf'rubt•nt-flu~ I!Y tl~e •ay, 
1 Jun·e ju .. t N tnt- from O•e annu~ mf"f't llllt <!r rht1 Mflto!O('IIhon m New 
01 lrantt, whC're the whole subJect wu fl•~u~ .. l - muny of tlu .. m 
thouqht tlntl t11ii'! woul.d be a \'f!'Y ~It ~uchon 111 taxet~ 10 lhtln., 
1nd uui('M,], it wiiJ be l.o quile 1 few of t.bt-m. 

• 

1i .)'00 takr • c·<nn~ny "'here they h.•,~tr.only thn"t' or four 8lOC'k· 
holders, all work in" t•th~r. by d~nbutmg aU of • ~ monty and 
thtn payanj.! it t.ck u peid-in ~'Uf'J)Ius inlo Chf>. C'OrJ>ontion thf.v will 
~ out ~·itb 1 minimum of tu. and tlli'v w•!l t'-Y ' e.ry n1u<"l1 1M. 
ta~"' in thf. u.""al ~than they do under tft.e. t:CJstln,u l1w. 

•·or e.umplf'. :n lhf. first CL"t I pn you. today und~r U1e p~ • 
law- llttJ would JWlY $3.,0-20 tax.es. and undf'r che new law thtr would 
lllt ooly $1.0b0. 

~lr. I>•~uru.. \\"ould you mind stalin~ thOI!le 6srta,.. -..~in1 
Mr. Fl uuuouT. Under the prttient law. in 10.:}6, the total corpora~ 

1nd intlh•idut~ l IAXl~ in the. first. cnse r mtnaioued, where tber d~. 
iributt' a ll their <'llrnin~. would be $3.0'20, wii£'1'CIUI undc.r thi~ billlhft. 
lOtltl hiXt-t~ \fUuld 00 only $l.OSO. 

So t llcrc would be cases where they would )>lly very mueh lMB 
tttXl"'lt, but then,; II I'C 1!0 many cases wber(• I here ore ~tome stockholders, 
01· Oil(' l'llOCkhohJur, l>erhap~, ft man lllh•ing ., benctlc.inl jnte•·esL in 
fiiOIIIC' uf the stook1 w 'o wuuld not be ,,,.Hting to JUlY bnc.k IUJ JJRi~·in 
j;.UI'J•IuJI tho dh•i<ltttds r'e(."eived, dlal tlil'y would fincl iL would be am· 
pr~tttie,.ble to wt~rk tbl)t, hocus poc1ts on it •nd get out o f the tu •. 

)lnr('(wer, whl'rt' the)• are in ):.osition to puy the mon~y b11ck m 
u Jlllhl·iJl ~rplus, the.f wiU ~dn•lh• build HJ> the ba!f.iM of the t'O!d 
ol t htir otoek. "" Lhol wbtn Lbey finally eut out all t h• timbtr ond 
liquidttf lbtir pro~rties. they will hi\ e. IMS incomft tu to 1,.~ to 
t.,. Oo\t>rnm<>nL, bOca .... they build "I' their «llt l••io by J>l)'ng 
in thuurpiU$. 

llut in OJ>il• ol the fact that 8001e of them Celt they m~J;hl !!« 
btntfil t~ut of n, the opinion "..._., pncti<."llll1 \lnanhnoo• ·~ 
thtn.-we...., was no d.issWt l"Oiced-tbal it wa.a not a ~ politY 
to havt a law tb.-t w-ould rirtuallY compel Lht-m to d.JJ!.tribute all 
tlwy make every year. .. 

In tho ,.._,. ol the corupany that wanttd to withhold 60 1"""'01 
of tta inctm-. to I.,.Y on its debts, 1 call your aue.ntion ~o t~as fad, 
that out of that !50 pe""'nt that it rtiAinll, or $10,000, rl wrll hue 

( 

w l"'Y $7,000 to th• Oonrnm•uL l l will hu-o only $:1,000 t <) I•)' 
on 1t4 dtbc.L It "·ill uot be a bit bttl.fl' off in that ,..,.,.Pf"'t than 1 f at. 
had dk.Lribut«< 70 IM'~nt uf ic.- int'o•ne. becauo;e tM way il ftl(urw 
out, rt will ha•o JUJII. I~ .,......,t of it ldt. Wbtc.htr rt d<otrabut• 
30 pt"f"('tl\l or (W) pti'C."enL o f at.s income~ it wiU haT"t~ JtL .. l t'Cacdy I~ 
ptrHnL uf it lt!t, after at gt"lt lhrougb peying off thf GovtmmttU. 

Of ('()U,., that mons that then are gomg to be a great rnany ~rti· 
6('ial rHdju.. .. tmf.'nt" made there in order to avoid the taxes: but the~ 
will Ill! nunwrou• tompanitti that. will be greatly J)'-'nalizNI ()("('au~ of 
ch& nt'<..'t"fi!''i1y that. thry fttce of withholding a iU~nti• l s:mrt of their 
income. And there lrtl little companies, mi.nd you. 

1 11lti0 look 10me. illu.stratious wbert- they h~ad ouu.ido inwrnt\. l 
~~&tliiUed t.'OIOpnnite witb U~e ISIWO Ml()UUt Of iU<.'C)ffif.\

1 
$'20,000, I. 

pretty good ineomo tor Lbo ordinary little lumber corup"ny in Ill~ 
South. I tUll-umed tlu.tt. Smith had $20,000 outaido inoonw, ,Joues 
$4_ 000, and !Jro,, n $10,000, ~t.nd then they received 1 he 8Arne 11mount8 
of

1

dh-.idenda fL8 in tbe other three eases. 
The,.. of .., .. ,.,.. by reaoon of tho fact that Smith wt• $10 000 

ruvid•nd• or u,. x oompany, added to tho $20,000 11~ olr ... dy J; • .., 
it makes it COlt. him more Lues. lt. costs him $2,140 mol"f, taxe. than 
if he did not h ... u .. ~ di~id•nd of $10,000. 

If he had botn in the Y company with that $20,000 """''"" it 
would h•'• coot him $4.,iHO more, or 11101'0 than double .. much, 
because uufortunattll the Y eompany is not in a financial pc.lllJI fon 
ro distribute it• .. mrnp u dividendi to its aockhold.,.._ 

In othtr word, the tffd.. of chis is to put. a pfnalt.y on th~ " .. n . 
pany chat finds i~.t~tU e.itbtr in finaoci:al d:i15tuJriM or whh • pr.nt 
that O«da to bo ntod<!mi...t ud brought up .w datt ur .onltr to k~l' 
it in the running, whereQ tbe company that rs already rn StOod ,.b.,,. 
and haa & ~l011tly knit. group of stockboldere can get out wHh I 1e 
minimum of tax liability. 

In I he case. ot the other Hlust.ntion l ~,·e, whf'ru only 30 1"-'rt•tut. 
of the int:ome ia retained. Mr. Smith, M.r. Jones, 1md Mr. Brown pay 
" t.oc.4•1 ?f O\'f'r $61000 UIX(-'8, aJtbough tl\oy hllvu. outside incon1o 
ng-greg111 rng over $1!1,000. . 

· T wuuld like •o funliHh tor the ~rd tbe statemc.nt winch I lin .; 
llrepnracl, w~ich ,:(i''t)s rbe d~tuil$ of this, in order thRt. lho ltU!tnb.-l'lJ 
of Che eornrn1tt.~ 111oy l•ave rt.. 

(1'h• shttrnenl rtf•r<OO to fo lloW"S :) 

Sun:wOT n u 0. .,,,,..-:aoo1'. SnOWI~"• Ernxrr or I'WOrOAII!t Rl!r.~C~~c• lhu. 
or Hat \lro~ 8TUC~C llou.at~ t'lr 8-Ju.ua Ooarocl-.."OJr• 

~ t'IOmr-r....._ ll•lfd bduw •re ((!It C'Oil'"elliNce bt.llld WJ)Oit •• ~ 
Clt•tiOQ wbi'-fft ~dt «'f'fi)Onlton ... _ u.ror- ~tockbolcltr&. fl:•hla wllb IJO.P"ftllt 
ot lbf. 1tot'll:, Jc:ll* •Uh I() Jlf:ft'ftL aod B:ro'W'tl n• !!0 ~ W.f'b "-• 
• ,._,. ot m.ooo bfforf. ~,_.t 01 ,.,..... u.xa. 

Tbe X ~IU" I• .. &'Ood Jaud;al ftiOCitW. nd thH'e .. ._ .,...... wtl;r It 
C'aiiO<A. d&Jitrtbuu• IU NmiAet : lht Y t'Om:pt.q ~ ... till' ~ aad •u.t 
rKalo a ..._.aU.I r-n ot 1~ MralaD &o applt 011 ~ whla. IIlii Z n.· 
"" Mattt~~ to f'H•bl a minor pmpGftJon ot IU1 .. I'Dtnp to tullfo IIH't""'-1 lm· 
~I• IV lUI p.f'llnt 

Ia f!M'h ot lblo a~ ftol8 It .. ·~ tbt tuh st~ ..,_ MU:Idrt 
lDroaw- d!IU.t Onl.t IO It!@ t a-ttDt Of bill Otlllpt*- aiMI ~ .. U.t U.. 
di'IICitadl ~'tfd will t'Otl!III1Utf" tM c>nl:f lbtocJme aub)M: 10 IU. 
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)lr . ..-, l.I'IIIIOIIT. We consider rh1t it "·ould b6 a 'e~· great. det-ri· 

lhfnt to our wualttr tompanies unlt'9J some way can' be found to 
l"'"""t the COIIIJ•nv that iB heavily inde~ or the <OIDpa.ny that 
m""' an order to keel) gaing make Meded impro.-emeota. 

I bolte<$ the eoounif&ee has undertaken in a ,..,. «> reocb thaL 
W• Md • lo< in the papers abou~ tho cushion but tho eushion .. 1•• • - oof~ ~g& to lake care of a lot ol !Mm who ha« 

bttil. ••rr hard hot du!"'Jig 1'- recent. yean of the dop.-ioo. 
~lr. AlcCooouc ... You think they would oood a bed. do you not, 

•nottad of • eushion I That iB juot facetiout. ' 

• ( 

( 

457 
Mr. t•o uuuonT. H thil bill il flit through, tht ""* of thom arr 

going to go tntu ~hrr>hip, bOa""" thon ttt.y will ha•o to fAJ 
only U ptm·n~. and the f'fi'M of i&. H.n go \lltl tht paV"nltnl of thtir 
dtbct. Y ott woll 6od thta hundrods of them will l!'i into ,_;._.. 
ship. S<>tnr of ,,. lawy•,.. will ,...p th• boMAI of 11; but I do no< 
think that ia ~ltas 1>0licy. 

Mr. W()(!Oel'"'· ln otJu~-r word!J yoo btlitT"t: thi• <'u. .. hion at. che 
p~nt tinH'. i. ~mpoRd pnly 01 a eo""uing, tlterP han bttn no 
r ... the ... put onto tt r•tT 

Mr. J.--..1Jl..I\JU01tl". f wuulc.l be pretty h1r\l ~itling for JOme of tbOfle 
wh<>--

Mr. Wooo•urr. At leut, it bas not. been proptrly upholotered 
.. 1etl 

Mr. l~.nntouT. [ ~hould not say t hat. There. al'(l numm•owt Ctt!iel!l 

whet'O Hu~t. cuflhion Mhould be of ''ery groat import.Ancf'. 'l'h('re ll't 
n11u~y eompt~niet~ wh(•re, tf they cuo retam 20 t>erc(lnt of their iuc.'Omo, 
tltat will be nmJ>le for them. llut I am talkmg about 11 ' 'nail (1om· 
pany 1l111t. dON nol Jt,,.~ much inoou-.e, thnt is burden~l '1\•itll dfbt, 

T tun • minority ~tockholdrr in a C'OmJ)•my that nllilc a liule I'"'*' 
than $1,:.00 IMt-i ytlt, nf'C. and it OWM o,·~r ~0.000. Pndtr thit bUI 
y"<HJ would takt ~ ptr'\"fnl of lh•t. or tlse wt would hi\"('. to jU&l 
distributf! it IHlOng IIH• ~lot'lc:holdtrtt md pav it back in, which ~,.... 
htp; ,..-e \\Ould clot 1f -.r-t did not ha,·e- some: ffUow that Jc-icktd agaaost 
it. If - >l< .. kholdtr obj..u to •.hat, tho •nly way you can ~ 
around that i..: tv ltnd tht mooe-v bet:lt to t~ ~rpot"'ltlon and bwld 
up anothor llahilitv of th• rorpQ.-ation. and oh•roby furthtr impair 
it'~ rredit. .. 

Mr. \\.OYOttl rr. J)t; it yuur opinion that lf thi~ bill i~ tnactNI L"' 
pro~ it will pro'e a clttriment to anv ~ e-ven thinking of tn· 
gagmg in • new ente-rprise in competitiOn with enttrpritte aJ,.ady 
10 eri<tence, and forti8ed ptrbapo, with ad<quate ..... .-.. ! 

Mr. F"111.11RtOIIT. It will if they have to undutako any lar~ in· 
dtbtednf88 in ronnection with the enterprliot. They would have to 
be quite well he(' led to aurt with in order not to be Rt" diMdvanll•ge. 

llr. \VO('II)Iurrr. l t has not been the experience of American bujll ~ 
n~, hns it) for new ent.e.rpri806, little enterprises, to bo any too wcll 
h"'llod when undcrt•kiog any new activityf 

Mr. Fol.tl.•uouT. I @;hou.ld ""Y from my obse.r\flllit>n mo;.i. ~m11ll 
enterprill('• have to .tort at tho bank. They ltave to arran~ for a 
oeiUm t.mount of credit lA> conduct th•ir openotions. They u8Ually 
have to havt 80ntet.hing for their plant, aod then in order to flnanet 
a going ronct.rn, the ""le of their goodo until they can collect tho 
n:a<mey, and tho mctting of their ~y roll, the7 ha,·e. to born•w 
money •• tht bank or MOmewbere. That kind o · inf'tjtu1ionJ I lw· 
lie'~~ would bt at a di ... d,•ant&J;,rt as contrast.f'd with thf'i inst1tution 
which al,...dy had ample ..-oriri!)g capital. _ 

Mr. WOOilOilrt'. It is Vfltar opuuoo that the tfKt of tina btU will 
~ to pia"'- the bmin.f't-.. ..; of the oountn' gnduall)' within a Wlalltr 
group from tul\tl 10 unvt In otMr .-0-rdo;, •·ill 1t in e.fre« put into 
the hands of rh~ lug'f'r, more pi"'OSpe:rous ~t"'lti<ll'ltl of rht (Ollntr,r, 
• gruru ehare of the American businesst 

Mr. F11U1oootrr. Undoubtedly thi• bill would b6 lilllf or no hiUidi· 
.. p to many larll" t"<>ri>OntiOIUI. It would probolbly bt an ath·on· 

-
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u,gto. It W\#Uld ht an ad' ant a~ to ~nf' of ~ small ~IJJC•rat ~ 
1\ul the poliey of it U1 tht' funJ: nm W?Uftl_ ~ lO m.lk(" d tt.npo.. 1ble 
nr irnprattieablt for (OiflJ)f.tllt"" tu ~lamtam a ~rplu• l"'ffl.l nt, aud 
uh('n thf' rainy day cotnl""', Hlt'Y \\' til han~ notbmg to ('ftrlj t.hfm 
•hn;ugh. . 

\Vhen Lhsl raiu:r d1y l'OIIIell, th•'Y zH'C gomg to dOt-(\ 1ltn'11 Alld rall 
ot th(•ir men will he out of ('mplOylllt"lll. , 

1 be1itw'-' that till• law ~huufd ht1 ,._., fran1t"''l thnt •mtaliJ!t, ro!<{'r\'(1" 
rnoy lw built up in nn.)' huMiiU""' and that they mn.v IX'. ('llt"'UI'ftgt'll 
1'111h .. r than d~uraw~l. 

Mr. Woon.oCJT. In othor woru-, you belie•·• tha~ if tho• hill•houlol 
bf.rome. law w~u tl~ ninv clay C.'Utnes manv of theto.e flllalltr «:or· 
porations that yma t i>H-k Or that hart not 'he-t>n ablt' to lay uidf' 
1.roptr r<I!UTeS ,..;u (oll•nr ch• euct I'<ICid that h&!l botn follo•-..11,1 ...o many fine small bltl!i.l.l8i irurtnutioos that ba,·e p&liBt'd tOmp!tttiJ 
out of ihf' picture durinJ( the latit G or G yea~ in lbit Muntry. rt 
I hal vour opinion1 

Mr. Fm.NucnT. I think elm•• woll. 
Mr. WoooMOT. That i• oil, )lr. Chai nnan. 
Th6 CJIAIRKAl'i. You h'J>eak of tht'l di~i~i~tlvantago ot. which theiUniLII 

fOIUpanif'tl might. 00 pla<.'C'd fl8 R l'('~uJt or this bill, llt1d feel that lh(ly 
tchould hlh'C ~Ull" FIJK."<'iltl l'(UHtitlcn~tion in the Wll.)' or ltiX('" in Ol'de'r 
lh.nt they might builtl UJ) th~so t'(l6t'rvcto in order to J)l'('puro lor a 
roiny day. 

\Vould ~·ou think tbaL they ar('l 1u1y more e.ntitlt,ttd to thut tpttial 
t'OrL"idtrahoo io tbe way o( talf'S than the indiv-idual or the partner· 
1hip doifag busint't'S whjcb m•~rht. be in the same situation t \VJ:Kln 
the rajny day tamerht alto mi~ht need resef"\'tfl; and be put out 
o( bw<i ..... as my frirm~ )lr. Woodrulr, suggtol& Would 
you waot to say that 

Mr. F''t' t.mtrGUT. Titi.'l. of ~Nif. hu the effect. ol putting the 
rorporatiom; a ~ood dt!al in tht\ ordur of partoersh.ipM, 1 racognir.e 
chot. 

Tht CnAUtloL\N. So far as tfi~M IN\ MnCI'rnad you favor giving 
tbf}rn 11.prefe:rtootial ••·culment1 

Mr. l·m.uomnT', I tlo uot think thcro ~hould be prdere.ntiaJ trcllt.­
rnf'ut, b~t, rnind you, J)llrlllCrJj)liJ)s h1tvo ccrlaln advJtntnget that 
oorpul'ltJOrl$ do not hllVC!. 

·rhe 0n..uiL'IAS. And mhul you, rorporniOllS htYe C('rtain ad· 
vanlal!"" that P"rt.oershil"' do not. have. You do not. deny that, 
do you! 

Mr. FuuuuotiT. Thf' rorporalion i:. ... th~ most \"UirH!'nblt CrHture 
on .. rth to all lrin<l5 or Ia,..., from che Stat.s. onunicipolitito, and 
..-hat hne you. This d- tako 1M load o( wts o« che -porationa 
u Rl<'h. pro-vided t_bCJit C'OI"J)Orations are so fixed that. thev can dit­
cnbuce tlut: and of cou...., to that o.rtent it pula tbeon u chougb 
thry ~-.,.. all parinent, nther than stockholders. 

fhe Cu.un.-As. You would admit. tJuat. there are C('l"tain advan· 
tagt>S U1at. ::accrue to 001 )MJrntions or men enga~ in bul'!inetM in 
tortlflra!e form, or tl1cy would nnt. forrn n corpore.tjou. 

~lr. l· cn.nttJOuT, Yetr; there 11m IHivantftgC!il. 
h'Mte. ~UAIOAN. 11wy would nw•mte M indh•idtmltJ or l>llrtnt'r• 

• lfl8 1f1l was not to thtir advanta~re to inc:orporate. So your idea 
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doee Dot. ~ Lhf'm any·•·btft a. .,.iuot1 mdn~tdua.J.t., or partn~_nJu1 .. • Olht"M'I lt't'- tht'ft ··ooJd be. 00 C"'rf~IUIUI;. t 

.,_\_I r. Fn.aRIGUT. lJI 1jQQ)e 1~04.-.. of bu. .. uH~ 1t. as of tre~mlou.h ad 
vauta~ .w h•'e a partne.rshir) r&thtr thll\ a. co~ratioo. In oUter 
(alil("' Jt '" '!( adunt8gc. LO hi\'C a. COf'J>oration. But in eith(lr taao 
J do n01 rlunk: the h)w &!:1ouhJ ~.Mt lnun~l M lllrJ.,tely to ttke li""Y 
!rom them ,llw. !lpporturuty to bu1Jd ~1p ~l'\lfl'8 11p;nir1.st u rtliny d••Y· 
J ~() r.10t. Ll1111~ lt. d~ thtU• ~·y Mlo{~lii/'Ol the Ol'tlhlltry J)-11'UH.•nthiJ1 of 
•tu~ fOM thuL- 18 domg 1t bulim..-. •urh ~ I dftterilx>d be~ 

The (.'uAJR»AN. \Vill not. th~ iJ1ilividual and th~ pa.ruu.•nJup hne 
'?pay the ~ormal Lax~ llod ch~ •urta'(8Jf 'fhh. ,·c.mtemplah.•'ll tu 
bill. hu tor''" pu,_ only puUmg tho P"rlntr>hip-. anti !110 ftii"JlOo 
rau.ont~ u- nearf.r u. may 00......:1t. eanuoc. be dooe t..sacdy-on the •nw 
~Ia itO far •if paymg tax• lor t_bt., •uJlport of tht. Oo"•rnnwnt tlt 
<OII«med. 

Mr. Ji'tn.•loln". ~· Chainnan, 111 the 6N.altUSU'IItion 1 It'*'' you 
today a partnerslup of th066 tbrtoe indhiduaL, e.ming lllll ,..111; money would pay $1,180 c.a.xee. Today tJm corporal ion l"AnHitlf tJ1ac. 
ti"M1116 money would pay $2..640 tu.OJ. Already tlH~ c:orponlton it 
ta.~ed much moro on the sn\a_}J bmjino~~t;t.~ II~"" !ltc indh·idu~J p•rtn('r .. 
¥hll), \Vh~1! you get. to \'ery l11r~ orgftntXJ,tiOrlR .vou will tind thr.t 
th~. nw~so UJ t t·ue. Yo.u cannoL ltay down, om~. rule to lit. ull CU(''8. 

I1H'! C auiR:.M.-\:00, You JUSLJrav&au uecpt•on. You would not coo .. 
tend th1t. tha~ iJ:J Lhe geotraJ rulu• •rtw CAi(!. you have ju ... t dtt'<l i• 
a raro exception. 

Mr. ~'vl.lllloauT. Ob, l beg yourfardon. lliUp- the .. are prob­
ably uooro chan ball in number o the lun>bor manufactunrtl of tbt 
South tha~ are operating "" partnenhi..., and rhey 6nd i~ Co their 
financial adnntage to dO so.. 

'l1Ho c,..,.,...,._ Perhapo W.y are DOl making much lOOilOY and 
tb•y do not poy <ery higb ourtax.._ ' 

Mr. Jl~roHT. I grant you whtn you gu into the. Ia'""" bwri .. 
Dee8e8 they are different, but, again, wM:n you got into. lho vtr,Y 
large bll8illtl88 some of Ute ve-ry hlrp eoncuDB dO distributo prao­
ti®Jiy their ent,iro incom~ 1.8 they go along, a_nd thero ~ur eut~.bioo 
uo donbl, of 20 J')e.reent or 30 paroont woul() bu ample. Bu~ it is no/. 
anlJ'Io whnn you tak.e a busine88 tl1at is a. "moll eoneent to Btort. w·itb 
&nd hu a heavy burden o.f debt or hu iruport.ant improven-..ents to 
nuake. 

My objtd ion to the bill is that 10u a .. laying down one arbitrary 
rul6 I<> try to 6~ every b..m...s con<em. That 18 going 1<> worlt " 
lot. or injusti"" on a lot of com~ioo. 
Th~ OtUIIXAN. I do not think 10. 
Mr. FITUIIUanT. These &gu,... I ba•• giftn you will boot ilh,.. 

I ratA! chaL I hope you will look them o-...-.fully. 
1 thank you. 
The Cn•nrw•x. We thank you for your appoaranoe and tho C.. 

timony you have given the annnUtteo. 
Tho noxt witnt'$1 io R. V. F"lotchtr, w .. hington, D. C., <OOnool or 

lhe AJ!ooeiation oJ AmeriCAn Railowd& 
~()-.. .... &-.'ltl--(1 
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ITAT'IlllUT OF It V. FUTCKEJl. OOU11SEL POll TO ASSOCIATIOI 
OF AXEliJCAll llAIUlOA.DS • 

rtu& Cu•ta.M.-.s-._ Will Y'-"' pleL.;rt gne your n~ to tl\t rtponnf 
)lr. Furrrura. ~ly nall>f is R. \', Flmh••·. I h•• on Wouhing~on. 
'J1lf. CJHII.MA.S. You appNr in the tapioriCJ of attoi'Dofoy for tht 

nilroa<!Af . 
\lr. ~·LC!'CIIIOL 1 am couD!Iel .for tht Aol!o<latoon of Amtriean 

Uailrnadlf.. . . . 
Tlw o\l'iti()('iation of _._\.m~rican Raalro~ds 11 a ''o1untary ~aatinn 

f'Ulbrlting. 1 should Ny, about 98.;) pcrt.~fJt,. Of the nlfltRgl ,Of th~ 
d.., 1 ro1lrood• ot tho rountry. It "'not to bo ronf111!Cd wuh the 
Short. Lint' ltailroad Asf;(~eiauon, the p~ntation of the vifiw& of 
wbicl1 wi11 00 1Htlde by nnothc.r gentlflmon. 

1 IHWft. no thought., blr. 9h•urr.nnn, erl ill8Ct1118ing this. ~ill in ita: 
funda.mentRI ""l)llcts or deal1ng w•ll~ ••uy econouliG or llOittacal qucs. 
tion• which fnay underlie tho plan, take~ 3.8 a, whole. I want to 
lirnh .. wh•t l have to ~~ay to some obsnrvot tOil8 w1th reference to Lhe 
plon •• appliod to the nilroads, uot. wit.b a vi&w ol IUj(go<'ting that 
the pion bo rtjocted but in the hope that I might c:onvmce the com­
m&Uet that aome chan~ should be made il} &.fie plan on account. of 
tb• ~uliar altitude and iituatioo of W. roilroadl. 

I wanl. to exprHS to the ~unittee ~d to Lb~ Qc:mgl"f9t:. our 
upftMion of pro~ou!'d and s:m~r. gralltu~e for hann,- rttauW<I 
in the plan the pnnoplt ol hanng a co010hdatod rtturn on bol1alf 
of the nUl,.ds; that bas pro'"tn to be • ,,.,., ll'"' adnnta~. for 
whit'h we art nr~' ~rntdul 

Wt are ai!IO uDdtr obliprions Lo thf ~ubeouunntee that l"fi)Ortec,l 
thia plan for rodu<ing the amount of the <at>itol otock tax by 50 
poreent. In th..,. do yo of mnger flrninl!ll on behalf of the r&ilrOods. 
U,., <apilal !ot<>CI< tax bas porluips been tl:ie moot burden.eom<> fonn of 
L•.ution to which in the last. 2 or 3leara they have been aubjectod .. 

The OuAtRMAN. You nuderslnn liM that afLer ,July 1, o,e cap1t.l1 
.<took tu U. entire!'- runoved I 

Mr. F t.r:ronr.a. \ eo· that is true. 
'l'hio io, 1 underotan<\, only retained at one-ha ll of ita p r-nt. 6guro 

u a IOI'L ot an interim a rrangement until this ~nnane.nt. p lan can 
be _puL into e-ffect. 

r think l might just. preface what I have to .. y by oaying that 
u,. roilroado do make a •ubetowtial oontribution to tbe ••PflliiOII of 
Oovtrnm~nL, both National and Stat~ in the way o f ta.:c:eK. There 
hh b<>tn. in tl-,o ...,.. of the railroads, as ind.OO, in tl1o c&ll6 of ~I 
1ntlu.~try, I ta1c,. it. a ,·ery pal increase in ti'He. amfiunt.. of taxes m 
TfJa1ion 10 rtYfDUM in rec:ent yeanJ. 

The proportion of u,. burdell of taaation to the dolton of n&ilrood 
rt>fnot lw been ronstantly ineroui"'!· 

In lDlG. out of o<ery dollar tabn ut by the nilroa.dt, they p&id 
0\at -l.<l otnta, or .f.4 perotnt of their ren~D~ m tau~. 

In 1828 that bad 1-..cil<J $.3 Pfi"'Dt., and m 1835to 8.8 percent. 
Om of tvtrY dollar, thtrtfore-. of railroad revenue io 1935 the nil· 
""'d' p&id 0.8 IIO ...... t. 

Mr. Du~or.u.. \ Viii the judge yit.ld there for a qu(".to1iHn t 

c 
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Mr ~tN6I!LI- That ... a po....,togeligure that fOU ga•ol 
Mr. f LI:T(IIl& Thu •oa a Pf"""'~ figure· that 11 nght. 
Mr. Ot~<ou.o.. llu 1101 that U....... in t&x,.''-n d .. ro u,., foet 

tba~ c htno w-u • downward lftnd in re\"tnUN and t be ,~otumt of 
bu•n.,. gtntrall7l 

.Mr. •'tzr'Cmoo. That b .. contributed very lan!ely to tJ1at, Mr. 
DtngOII, but 1t hu not. boon lh6 ooly roason. Of 0011,..., Kl''""'' 
rneut•l u~nlO('JI gene~lly ha.n~ illCftaSed, u we aU lmo~·. 

.Mr. Dr~ou.t .. r l'f'lhzt> thAt. thel"t' W*--3 t~Qene material iuon-.. lht>te. 
but th~t rw (t?n 4.4 JX:mnt. w 6.8 pt"roent. wu not n('(~rily due 
t<1 the anct"f~ lfl taxe~1 

Mr. Fr~H r..a. Not.f'nH,...Isatlributablt, lo thnt.; nvc, J ~~o lu;n 1ld ~ay, 
more tluua ouc·haH of Uw inc~asn was aUributibl& to thMt fnet but. 
tv l l•e £•11 in 1'0\'er.nre. ,,ll?l'efore. thu e't\lntiYe bun-lrn. '" hetw('(•u 
1016 aultl 103b, hni!J incree.st'd :s:; pereeut. 

!olhHing iL nnoth(lr way. llnd a way in wltieh it. miuht. bt• ,. lit Lie 
betltor .-pprcl\l·n~led~ if you look not a L tbe fCI'OSH rt'\'f' lltlt~ of the rail. 
!1*ds lJut. at. tht'-ar nf't rtWf'l\06 or net. operatmg in. oom~ whitb ln81~ 
o f l"'U_n·.e~ thf'! anoome of the railroads after theJ. h~ve paid their 
optratru~ 4'.XJ>fD8M and l~fore ta.Xf'!'; haYe ~n ptud and btfore fu~ 
~bars.~ ha\f' l~Hn uwt, 13-.J cenlit oot of e,-erv dollar wu alli!Ot'btcl 
by ta~x~ in UHG and 32 (f'!li.S out of t\'try -.lOUar wu ~~ by 
tuft' m lll'S.S--1 am raJking now abocc rhf, ne&-.whida was an 
i..,...... of 14~ po,...nt. 

That tS to eav. the railro.ck in 193S paid i" ta.xes 1bou1 orW"·third 
olthe tunount Of tbtir net otJtrating re-'"tnut. 

llr. MoColtluCK. What d1d l'Oil sav it wu in 1810 I 
l l r. Fu:nnn:a. I n 1916t Y~a are Dow talking about net. r'fi\'enue 

.Mr. MeConnack I ' 
Mr. MoCoax AC• . Y M. 
Mr. FL.m"'uta. l c "'_b 13.1 t'fnte out o( every doJJar. 
Mr. Me('(•RMACK. \V"!11t was it in 1929! 
Mr. F...,..., ...._ I n 1986--
Mr • .McC'CJrtNA(K, No; in 19"29. Can you b1"t!ak that. downY 
M1·. FlA~I U!H. I h11·e t he IV20 fi~ll'l'10 for the gr01!8, Uut n••~ tor 

t be uet. 
ltr. ~fcCOttJoli\('K. '11utL iif why 1 wt~s cn.rioUJ. You haul it (or the 

.g~. tend t w"s wondering why you did not ha.ve it ror tbe ne.L. 
Mr·. F&.t:TOIU':It 1 do not know that there is any &pec:ial rttBOn. 
l l r. lltCOilx A<' K. I just wantod to get an idea. 
~lr. FUCTOuD. I shall bo vel"!· glad to oupply that. 
Anotht'r way to und~n;cand lhe cu:: bilJ of the raili'Oid' in 1930 i. 

to £~~~Y that for ~'''trv tarJoad of freight ,..h_ieb wae loa~ed in that. 
year tbt~ htd to hfo .. paid $:1o.44 in taXH: th.st for ,,_ery (l'f'NIOD em· 
plo.-.<1 by tb. railroads in l~. th•rt wu r-•d out ~ rn , .. .._ n .. totaltu bill of tbo raih..,.dil in l9~nd it ..... 1101 ... """'" 
a.s u ha .. llf'fon in 8011\f'i p·.,., ioos \'f'&r5--was $23G,i93.1 16. 

l lr. ~ff'C~lUC'tl~ Jud~. [ lhin\ iL is fair tO bftak thOtlft tlown for 
uth )·ear. I think you ought to r;o becl<. Now you art flOUlJ! berk to 
lDl6. l thouj!ht \'Oil ought to broak them dowu aod ,.,., •. what 
those ~8 WN~ f~r J"fllr, tlO 110 io ~ ,., th~ COmJ•I~t pittur'f. 
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\lr .. ~l,J..,fut:a. 1 can do t.ha~ llr. lJc:Cc,nnadr. . 
\lr. (\Aif.,..JL 11JoPn it u:ugbt. ai.MJ W btl.pful IIH.·tv~ ·!ud~o.~- a( ,yuu 

'")uM kintll)· bnwk 1t do..-o as btl-.rtt-n fo;edtnl .a•hl ~tatt 
\.lr. Jo't.an m:a. 1 tt;n naa1-e a ~tc·mro~ Mr ( OO(Jtr, 111 a gtorM-ra) 

n -. 1 t .. noot. brtak it do•n by figu:~" hut I ~n -;ay I hat. II-. tue. 
wht·h 1,. n~oUectf'tl by the IOC*I gunrnu~nt.a, St~l ... • •. nlUIUCIJ.t. and 
C"tJUnty ta~e-. hne bHn ver~· mueh gre"ter ~latn.:h than tbe taxes 
ol th• ~· .. 1 ... 1 norertUDent, ••'1 much greotorl 'h<uu.,., u you 
t"KdiiJ uml(lmand tho. ra.iJroad net. inrome hu a m~t tU.....ppeared 
m rt>f.'tlflt. Y~'•nt, and therefore the incc>ule tax payable to thf' l' ~lentl 
Oovflrmneut has been 'f~ry gr-eatJy r:e<Jt1~. 

\lr, VaNloON. \\rhaL ~~ tile rclataon II\ ptrcenlllgt bet."·('(lu tl~ 
,. .. 4'11~·rnl tnx 1md tbo non·FedcraJ tax t 

Mr. b'l.t'J\Ht~. 1 u aunount, you rne1ul t 
M1•. Vu:tKJs, Yas, $ir. . _ _ _ . 
Mr. li'l,n'OHY.K. 'rhe amount. paid to ~ho Fodert11 ~O\'(•r run~.nt. ill 

HIM, ... OOIU()nrcd with t.l1e. amounta paul by the _ tftal~~tds to Joe• I 
govtrruueutJ, U1~11ting tbc.rebyStaLa, eounLy, and rnuructJllt l ftO''ern­
lllttll._, did noe anH)Unl to u')ore than oll6-Hfteenth ot the total "-'DOUJU. 

That i• o little 11''..., and I woul~ be glad 1<> '!"PPIY. tl1at moro 
a<:<:unllel)· 1<> tho committee, but I think I am ale m uymg that. I 
will M"ff 1f l cannot gi\·e these figurt'8 011 the ta.na for t6e rt!COrd, 
"r. Mc{'onnack. • 

" 'ill you lee. me file that with tbe commlltft I I do not ...., to 
ha\'t it bfofore n~.e. 

llr. llt{' .. >t.«K. I did 001...., wu lor iL now\ Judi."'· You «r. 
r.b- fi~,..... K"" the imp.....,;on thot the Fodtra Oo•·onunenL wu 
llflt in~t all tbeoe wes. 

Mr. t'u:rcorn. 1 ~r wit.b .all candor and ••ry frankly, tbat tbat 
ia not true. I om JUst tolking obout th• general tax burden, for 
which this CongltiS is i.n no way respongible ao {ar •• ( kuow. 

I thought it mi~t be inte,.....mg to know thot tho rtti l-da do pay 
ouL 1n aiiLaxee $6-1-8,7~8 every day, and in normal timrs, th~tt amount' 

l>raoticollr 1<> • ntilliou dollars a day. 1'hio Ill."' "' thot 1 govc you 
t~ro wM u1 a l>e.rioc.l of eonside.rable depl'tl$8ion. 

J want ro ca I attention briefly to whnt iiiOOms to me to bo two signifi­
cont lltlCUiiuriti()8 of the railrOOd i.odust.ry which T thinlc ought t~ boo 
t-OJUticl~l'ed by the CunJJI"9 in undertll-king to apJ>rcciolc U.u~ ftPJ)hc:t.-
1 ion of chit tax plan or, indeed, any oU1e.rt to the railrond induSi ry .. 

One i8 tl1f ,-~ ~·y aignificent f.ct. th.at. the rail rood• con6til ute f.ubhc· 
tl(lrdct rorJ)()NliOnt~; or\ to nse the common languaf.t\1 o f thto awyer, 
it i!ll 1 bUJin4!111 a.tfet:ted with a public in~ 1'fiat. mtan.t that in tJw, 
rou,... ol t.be 60 Y"""' during wbi<b they have botn aubje<L to Federal 
N'$.,'\llal lon tbtir rates ba,·e. been ~Jatedl their &('tOUnl ing pracb(.'C!S 
han ~n ~l•ted, their ~mt'e8 are regu a ted by &att and Natioo­
porti<nlnly by Stat.s, I should say-and their ,...~(to~ ort, after a 
fo&>luou. ~lated, aolhat they ba~ 1101. mU<b optl<>rtunity 1<> uerci~ 
•ny d~ of judg:ment or initiatil'e with ~to any ol tlto facton 
whitb m•gbt t~Mennine tu:ation. 

Thtir ...... areiUed by the lntentato Commt'rce CommiMion, .. ""' 
all kno .. , and t.btreforo no opportunity hu bten jliven through tbe 
P~ of incrtqin~ rates to ~ulate r"8erw8 or rMOUJ'C!ft whic:h 
miAht bl! u~ to meet the exigenties of a Niny d1y or Lo take ('1ft of 

. ( 
&iUVt AOI'-, lilt 

tJ,. roti.....,.ot o( tlMir ~ or~ do ""7 of !.boo oober -1 
thinga .-btdt pruolent buai,_ -.m .. think .,.. d<oorablo. 

To .how cbat that i.w oM an extn'-aj!'ant. st&ttn~nt I would lib to 
rail atttntion to lhf rat4fJ of retum u.pou Lbe. in\'bl.IM.Ot of til. rail· 
roocls in rood and equil>meoL bydtcadioo<n·ua period ol ,...,., 

In th• 10 y .. ra ll'Om 1890 w W~, incluii•·•, th• ra~ {,f rttunt ol 
railroAds was 8.i0 pt:~nt u~ the inTestn'tent. in road ancf tquip­
ment. .. which nlf'an.t tht" book v-alve of t.he raiJJ"'Old JJI'Operty. 

ln tbo 10 yeo ... (rom 1000 to 1!100 thn ratio had intrt~l to ll.i-1 
percent, anrl rh"t w1,1 thf' most. profitable paiod of nilroad OJ.Wra· 
t..ioruJ 8inec lt!OO, if prn.6t ls measured by HtC'I rate or rf!turn 11pon 
their P.tOJWrt.y inv(!li:hnl'nt. 

In tho th•coHio Co·oln 1010 to 1919 thut fill''"' ft•ll to 4.<10 ptlrcent. 
ln tlw ~~·· iotl from 19"20 to 1929 tl10 Agure wu 4.0R Jlrn•N111 and 

in the period from 1020 tu L935, haken a~" whole, 1h~ IHfir"ge "'"8 
2.06 f.>C!t('t'l\t , 

In oUw1· wol"ti.s, in thB period of S~Halled J)I"'O~rity, ~x1cnding 
(rom 1{)2() to l fi21l. the ra.il.roads we-re •hit. to rnak~ 1 liUif more 
than 4 IX'~~nt on thtir hwlll5tment.. 

II anrbotl!• ohould suppooe that the im·Hllnent figu,.. ,. ... not a 
proper ligm.(., or ba"ls upon whieh to e~lculaCe incomft. I ahould lik~& 
to My that tbt- \'alu•tion of t.he railroads a,- madt b\• tht l nt . .-rttalf!l 
Comm~roo C'ommiM:ion .C~r lbt deduction of \"tl-y ronsid~rablf 
an-.ountt: (<rr dtpreciatioo AAoq figures of t·er,.· liltko t:nono than lhMt 
whi<h [ h.,.~ just ,....d intA> th<> .....,rd. 

Mr. ~lc('uaMA<K. You .. ,. book nluo. Judi"' ! 
Mr: Ft..ne1U'Jt. Thf'tlf' figul"f!J I ga~ were on book \ahw. 
Mr: Mc('(>II>IACK. Wbal aboul th• ~id·in .. pital l 
Mr. FLrTC"Ha. Jf Y'"~ ~ean ~y "pa1d-in tapital"' tht' antffilftl of lbe 

inV~IlH'Ut Of .tJr~ llllhhc IU raJJroads. meantng lh(•rt'by lhf' I Olaf o r 
the•r nut8i.IU1(hn~t 8tQ('ks nnd bonds, measured at par, you c•an get 
tomf: idl'a o f Ulat by l"t'merobering thaL at prt'5f'nt thf! torrel tuumnH 
of oullrt•nding 8tOt:k• nud bond• is $10.000,000.000. 

Mr. 1\'foC(liUU("K, l t htHt~ht it wu ~about :lo, fti(lrH('WhN't.' rU'HIIIId 
tfml. 

Mr. FtMrollt ll, The \•alurtL.ion or tlu~ Intcl'l'ollllt_~ CoiHIUN"(•() Corn­
rn~ion ill t~1)()ul M.OOO,OOO.OOO. and the book ''Alii~ n( t in• JU"OJH'I'ty 
is 110011t $20.000,000.000. • . • 

I n addition to the Ycr)' SC\'Crt• ~ula.tJOn~t whk')h ,funr l'!'f'!l Hu• 
p08I"d ()y public authority UP.OO lbe rat~, UJ~>n thr1r ~r\IN': 1pd 
t1pon their ~1\J,:..,..., 1 would hke to n.~l att.-ntJOI~ to tht- _IM'C"uharuy 
of the railro~td• "·ina n.ot-IK"Ct to lbPtr aCMuJIItog. " 1'tn J ~y 
"tM!atliarity", l nl("tn 1 t 1ink. it is ~liiTert~l.t from tht af'Mt.tlllm~ 
••bich iJ: tommonly tmploy«< m or\ina_,• ll~<ht.• ry. Tll(': ae"N,.r~t 
ing rttlrt" nf t11e luterstate Cnmmeree. Comml$1on control tht" "•1-
I"'Od~ ab!iohut1v in tbe ruakioJr of their aC't"'ullbo. arul cJ~ t fl"t-:'1 
n( that hu tx-c-n tn rtquino cba~ lo capital in 1M nM" o ( tht r~ul· 
road indtttttry whie:h would not be ~ry WPI'f' not ItA •CV'(Mrnhnp: 
FO cl-lv IUptn•i,...l bv pubtie authority. 

T thirlk the aN'OUntin~t rf(JUirtnte"llts of the l nttr&tltt- C4'lfiiAWrt"f 
Commi.~ion with ~ to tbi8 feature t~t I am !10~ Aht'mphntr 
to dirwuAA """ ' <'ry datf.-1'\"nl from. thoee whu~h prt·\'Jtl m many Y~ry 
• •ll..:ondutl<d private Mterp"-. 
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I ,_, b:Y thO. that if yoo ~... a ~ totan.t on o roil,.,! 
wh1eh hu to bo ~wod beeawoe 111t ~m~ hft hu boon txhOil·tfd 
and thol """"" oload <GOt, we w\U .. J. 111100. ill) ,....,. •JZO. 0 .,.j 
1t '-~ry now to reptace. i\. with • new 00. 11iihith. i .. c,f the 
Mine typt, or at least per-IOI"'DS the- amf' fw.ction. ancl h Mr-14, $.tOQ. 
u~r rhe ac'('OUnting nales of the Conunistrion you f'htflt" oulr to 
OP"roting •xpenoM tht book •alee of cbe old or dU..rd .. t "•;.;.., 
whiM • ·ould be $200, and you eh~ co your n/>llal ac"("()Unt ''~ 
full amount of the eost of the oe,.de'\"1~ $4:00, am thtn \'1\<tlit r<~ur 
t•apitll aocount in tum, $200. · 

The net. l't'llllt. of aU that is that you h"' 't iut'l"f'Ah(llll rour t'IIJ)ita.l 
accounL. by $200, a.ILhongh ,·ou ha,'e not U1cl"f'a~l tho eafning power 
or )'0\lr pllml or done llnyihing else but lu N\pltHx• In kind tl (lfviae 
Of i.hntaort. 

'l'he """'"thing wou1d be true of u bridgiJ or ot a building, or of 
much othrr of lhe equipotent of the ruilro•d!'t which ha' to:. be 
tf'n~w('(l from time to tinle. 

I think we can ilh1>tnte lho '"suits of lh•L in thi• way: 
Le-t. "" Bllppoee tha~ 1._0u bave a railroad which hu a g~ illl.'OIUe 

in a y- of $100,000,000, as manr_~f lh•m do, of coo roo. l~ it found 
that you h••• upondod $80,000,000 of that $100,000,1100 in optracing 
t't~rwet, in taxes, and in interest. upon'/our outstandinl( obhl:'ltious. 
Tht~ would be th~n. as f understao it, trubjert tO taxation D'ltT 

tbitl plan. $00,000,000. 
llr. llt'C~x.wK. n- that ioclud• dep....,iacion ond ott otbor 

<hofl!OII 
31r. Fl.&rotJJ1 Doprociatioo is charged to OP" ... ling t"P"II$00 if 

you Itt up deprecia.uon, as most niltOads do upon equipment and 
u pnrti<ally no roilroad dooo upon road a.1d llt.rucl.u,.... 

Mr. McCottx ... cx.. You mean, praetieath· no nUiroed d<l("o. on roed 
ond "'"'e'""""' · )lr. Fo.r.rcn<~~. Very fe.,•, Mr. UcCormock. 

.Mr. McCoi.MAO'K, C•n .you ceU rne ju}·t brief1y why? I do not 
mean to, internapt the continuity o f your thought. · 
~1 r. l'l,r.rou Ell. Tluat has nevea· been done. lt is " long story but 

bo1ltd down to the briefest oompnss, it is thllt most rllilroftd8 \uw& 
found ChcnlS<Ih•l'O unablo t<1 do so by reason of ahorhW~ of !unds. 

Mr. lhu... 'Vould notthecosto! mainte:nnn~ be IUl if<'JU dNiuetiblo-
rrom y~ur grcwtl.o get your net.inoomo fo_r tax purpoil'l'f . 

Mr. 1· LJI:rC'IIEit. Of course. rnarnt~na.o~ Jlt cha_rgeable to operating 
Ur.'JW, and would be in the $80,000.000. ju.&t ordinary mainttnanc:t. 

• tr . .MeC(iiUC.t.cx. \Vould noc tbt tl<Ppn"C"iauon of tbt ro~rl bto • 
tlf.llu('tlblt ittmf 

llr. f"~Zre~lJ;IL h would be o deductibl• item if th• roo<l• hod ~c 
UJ) dtpt'f('latlon. but. they have noa. a mau~r which I would like lo 
rtftr to a httle mort in detail in a mOillMlt.. 

\lr. Vrxt'l'ur. IM Wf fil.ay by your illtmnllon, Jndf(". You h•'~ 
$100,000,0..10 gn..., income! 

Mr. Furrc:nu. Thot is right. 
Mr. V,""'"·"· And you have $90,~,000 operating ~I 

. Mr. F1~ And tufS llld onc.e.- ~prociotion I include 
m ope ... tmg ••(:lell66. In other wordt, you hno ~ 000 000 •hich, 
ul undtnlland ot, would be tuabloill<lOme. ' 1 

)lr. Vu<oot<. Would thU t'lO.ooD,OOO be what '"' wotlld .. u tha 
odjUSied not iDCOCIIOI 

Mr. Fum:lla. Proeiloly. l forgoc to uoe tht n@llt word, '"od· 
j...ud"i there, ao uted in t.bio pl.uo. You ha•o the aCijWitod not ID• 
eome o $00,000,000. And ~ ihal. raiJro.d hu only $10,000,000 Clfh 
in il& tl't&SU'7 .. 0 _,rt of il& ,...,. operatioruo, fo. lho ....... n th&~ 
flO,OOO,OOO of that hu ~ into oddilions and bft.,.,•nlll undtr tho 
lltCOilnting ntlea of lhe C<>mmiMioo by ._. or tho n..-ity of 
M.arging to capital llOCOUilt. a oert.ain amount. of tht"t!oe l"fJ>Ia~mtntl 
which rep,...nll ~ grMier ChilD tht ~ of thaJ which wu 
'"!'.'""'"'· !)o tl1aL h01·e is the railroad oompany with $10,000000 to t>•y dil•l· 
tlClllds wich, &nd ycL oharf!"oblc under this bill, u I und•notand tho 
bill, with 42.~ "'"''cnlr-18 that the maxioooum 1- ui)Qn $10.0001000. 
& they would h1we Co pay 42.~·percent tu upon $101000,000 wnicb 
b&d gout\ into eapltol RCOOWI~ under the acoouuting rul"' of the 
Conuniaion without. any real inercue. in the earning power of the 
nilrood, unt ... yoo say earning power is i......,.... by oubotltuting 
new ttruet.una ror old. 

~lr. Vu<aoN. You""' usuming thal.$10,000,000 wu diotributod In 
di•idend& 

Mr. Fu:rcora. You would ha<e $10,000,000 chtro, Mr. Yi--. 
which would he dittributoble in di.,jdend$ if you did not ha•.,. co cake 
42.1> .,.,...nt of it to pay the tu oo this other $10.000,000. 

Mr. Vr~IOs. Your ba8t ili .your adju.IOWd Mt ii'K'Oillt"' 1bat Ia, 
$'20.000,000 I 

Mr. }·u:t'Cur.&. That. it: ri~t. 
Mr. V1~!10l<. So it would l>e 42.~ .,.....,..,. o! your m.OOO,OOOI 
~lr. Fu-r<·uu. Not. if you pa_id $101000.000 or it in dividenti.N. 
M.r. 'VtSI!90N. ,,,at. ia t-Ile reason 1 asked rou if you 'tft'r'f' IU'I!>Uilling 

that $10,000,000 had boon distributed in dividends. 
Alr. F'l..t::TC_Ju:a. Yee; thAt is ri.gbt. Then you would ha't't• tO go 

&Omewlu.!.re, 1 do nol. know where, to get u\oney to pay the 42.6 per· 
cent .up~:m your $101000100<? invcstnl.ent iu J>fOJ>erty •. TiuU.. ll a 
poouhariL)" of tha railroad mdu.stry. I am nol tmggt'tiCing rhttt. u 
a.n objection to lids bill at all, but in orde:r to lay the biUlkgroufld 
lor one or t..wo &ugs,'t'fitions that I wou.ld like to 11111ke to t ile com· 
mittee:. 

Mr. CooPeR. I would like to invite: your attention to thlt j>Oint 
Jud~: If you di~ootrlbute $10.000,000 m div!d~t~dtt, you would n(~ 
char~ the 4!-M rn'- ._,.....,you would h••• d,.tnbut•d 60 1"''.,."'· 

Mr. 1-""'t.J':T'(~IIu. 1 wu not sure that I had used 42.~ ptrtent cvr· 
""'tty. I bod n(J( anah-.od that (ar enough to koow ju-t whll tiM 
note would bo uudtr t.,;, bill 

Mr. Coora. I chink that would bo 80 penlOllt. 
Mr. Ft.ETOI.I".IL T hirty-five pe-rcent. I aeoept tM IJDfDdmtflt~ Mr. 

Cool,.'· Th~nk you for t.'te correction. 
U r. VtK80N. J take it for granted that. lhal ia a pb.tanual 

amounU 
Mr. Jo........,oxa. 1 would think oo. That would r<CJUiro JOO 10 go 

oot and borrow sa~,ooo there from lOlli<! -- or other. 
Mr. c.o ............ n,. IU~ioo W&S that you """"' not •• bodl.r 

crippled .. you chought, yoo loot <.nly onti leg inl!leod or two. 
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)(r, FLI:I'<'nDt. I think 1 hulo """" than ~ JlO'rhopo; a'-t 1 ltl( and a half. 
")lr. M~>UCK NO! In da01ppmnl youL~ud~"'· but I lhinlt " 

would ))l(lo $,,(100.000, "'blch IR 3.15 l.l4.'1't't"l1l of ~'U.OOO,OOO. 
~tr. Pt..r:TCRD. l'erhaps ..o. lltl\'~ that. to .)fOU e&()('rt. ge.uH~men 

Anyway, jt would be a J>lCJll6· ' 
Not T think n04. Mr • .MrCtmllnok. You would not lun•t\ 3tJ IM\r· 

..,.., at Uaat iH the rijlhl lil(nro, on the $10.000,000 you d'*tribu~<•l 
~w-1 ' 

Mr. )lcCo~rMACK. On thfl Mtnlntory net. incorn~ 11ul ~hac &a re· 
taintd for a wrplu.! Jinkrd up. Tht' r1tte on the rt'biuNI j, nnt. 00 tM retAined aJOIW'. •t ~on the atatutory net incomt' . 

..... or •xample-. il you rtlaan 60 tllfrctol ancl thr ratr L. ~ pm.-eni 
aocordi"'! to tht pro~l bill il "ould bt 35 per«nl on tbt ttaw!<>..j 
llft I.I)C(IRM'. 

Mr. 1-'u:reua. II "'"'~I br bc•b lo!. .. and b<olb arm&, loo, 
~fr. C.O•'TU:o. J w-ant to toa~ d\at. while that. is gat«f very clN.rly 

ut 1he tangualt(', £tiJI rou ha\t. tu rt'Ad it two or throo times l.lffore 
you really~· it. 1 hi'·" talkNI 'ft•ith ,.:or\·e.ralJJieOPie who WN·e mutb 
maiitaken and Chou~ht it WM!f figured on the. undistribut~d Ut\l ratJ1e.r 
than on the ndju!.i.t•d 11('1. 

Mr. Co<wu. Did ,·ou l'l'tll' IKI(' 11n,v ttu: lo..n~,''l.l tt,:tc. to wl!i.;h you llirl 
not. han~. to do tlnu 1 

Mr. CHOvfTlU'..K. J bCJJ.K'<I \\6 miAht write on€' OJil"-' "'h('m th~ re1l 
(arts v.~ere not c.li~uiwd with langua~, where the pur~ wa~ ""' 
to ooneeal with langu•l.~ the rtal purpose and intent. 

Mr. Fu:rour.a.. 1 havt 110 doubt that will be taken care of. I a. .... 
~mft thaL "riU bt ul.tn ('a~ of bef~ I he bill is w-ritten~ and that i1 ••II be m~dt perft<tl)· <lfllr. 

Tbt Cn.UIUUN. nlN .. N'riainlr eau be DO m..i.tiundeM•nding of 
1 his ion !!UI~ ... 

Mr. CROwnlr.ll.. "Yo: l t'IY il. h• nitt<-n \-cry J>lain. 
'Ml(>. CnAIRW.\.ll:, 11 IM" blu~ /)rintr-fl; tt is d.iaW"'JDlnOO. 
Mr. Jt~r r:TCIIER. J \\'IIH, inc tinkin,f:' ''' Inti l rnigh• pr·ofhably .a)l to 

tim oommiu~..._., no4 80 ron('(•ruf\d wath the ••xact. fi.gurt't!, but. to ihus­
t.rnh~ 1he pomL. which I Wl&li ni"king About th(l ~;ituution ('If •llr rail· ......... 

AnOIIU'r ~~;~linri~y of I h(1 indu~l ry- 1>e•·haps it might.. t)C': ronKirl· 
tn"(~ a Pf'Culillnty-IH that it i" by uo means a !ilt.atic: intlu., ... trv. rt j.:; 
~~"••bJ~ to oonst.~l tluctuati4•1ut. gmwing out of tho. Ou(•tuatioii. or the 
tra!fic and tl~ riR' an!l fall m thf' amount of bu.&iutN and tht rhanp 
wtud~ fllttUr m a rapklly chan,Ong blbine&l situal io:a. 

Ra1lroa<b a.r. built ,.~ nftt·n 10 ll;fn·e a ·~rtaan to pHial ancl ltDII• 
~~·d~l"("t- or tra&. •n1f')' han lobe taktn up •101'" whtn tbd, 
lta.~.~.~~; liiii>Pfll'8. 

Jlartir:ulul~ ~t. t!u~t. c 1111<'. u )'<.KI all know from your ~wrtl lrnowl· 
NI~'O of lhe,.subJect~ 1 h.~ 1 a1l1'01d" are going through qt~~tt .,_ t ramJtion 
ill~te, J)~H·~.ICUiarly W1lh rnfN·\' IX't' IO the t\n..,. of ~UiJ)IUf'flt which the • fin · · ~... · · fn J d 1\ nN'\~"'j8ry lo JU'()\lld(' 1o un·{•t.. w1th ut()( ern {'onrllt!OIV. 
, •e !.'C.Ile.l"ft ~ndcuc.v luiS IJN'u tnward lig!1ter C4lUiJliiiNII ~~JM."f'iAII,Y 1 ~1 Pt={'gu:r traffic, to trail'" whirh uro run verv much 11161'Q rMtlidJy 
},~;' f 0~ jnd ~rlu1Jl8 ftw tlH• MU~tillation Qr um• kind of motivo 

• ordano: le.t kind .o f ruotin fuel. Thu3 we have the Di('flt'l tn· 
f(lnffS an wath thern hght.. train~ and I he like. 

• ( 4H7 
.Mr \'t~,.-~ . ~utlg<>. ~ld yoo lt•ll ua, •h•l JJt"l'OI'nl•gc of '\&IU(" are 

We ra1li"\II&W. wtucl1 an 10 ~.,,.,.,.Jup( 
Mr. }'",..t:niuaa.. Y~: 28 pt'~11t u( thl 111ilt'•f,"'· 
Mr. Vr:...~n ... 2.8 J>ert't'DL or tht• mih·ll~"'' but. w-hal aOOut .)OUr 

c11pital imc..Ou(•tlt.l 
1 

.Mr. Fu:rcur.a.. It ~,·cm1d he MJIU\'" hot lt"Nt tluan :t.S pert'('nl, 1 1uu 
p1-cHy liiii'C't lmt not. o. gn.·"~ defll h•Nf. I \\Ould iu\ngine oi)C)ut. :.!6 
1-.,en..~ut, mnyl~ 22 peto8nt. 

.llr~ VI,,~N, !~1 UnJe.rstaml tJ.~t M CU ilu• CI'\',UIHcOl of the \'Ui'• 
poraUot! "Jueh 1:1 ~n re(.-en·e.n.lut>, ~~ hu-. lht' jlftt J'ate of lS J~'f'ntt 

.Mr •• 1.$1"\.~.-IDI:. lb; r bclle\'6 II. ... , lG }Jt"n•••nt J had not," I aay, 
wattbtd ~IM'ti6 percent&~ qu•t~ . .o t·l .... •ly. 

Thtre 1.1, thenotor'i'. t&~ n~tr. b uuwh ""'' in tht nilrua,l mdu. 
try u an) Olht>r, and perbat~ • littlt!' hit Ulun.-, fur 1111~ ra.iln~ in 
onltr to carry on lM c:ompet1tne t~lruKJ,::Ie in Ytbid• they art" oow tle. 
pe_nttly en~~t t.o l~a'\'1!1 t-()ClM! uwan~ vf adaptU\f! thtouL~Ino,;. tu 
du~.n..,'l"<l c:oncht.tOI~ to.mc~ tllf •JN"f'',l of thrtr tr&.~ns, and co gh·e 
1 mo~ ('0tercnt.~rv~ce•f they 11"' tu ret•m '\\hllt.ltaRle they now ba\·e. 

I tJnnk Ult oomm1t.~ unde.~•aud!!f tlutt in, iroJlit~ of ~rtions •o tJH~ 
conlrnr~·, "- \'Cry f.'OibiJde:•·ttble tUHUUIII uf rntlnuul trrtffic has gone 011 
to tJH~ lul(hw••Yii in recent. y('nrM, lur,~c, j think a.hn.n tho, ave.rugo 
eili1.cu l"ellllYA'IfJj •tot more, of ~·uu.w~ thtlll this oom~aUtt(,oe realiz~. 

I mi~otht. fillY in (>~ing, wilh•mL tnkiu~ time to eJabor:tt4) it. tha~ 
no" only wnuld it be of gn>1lt 11dV1U1t11~ 1f d•fl railro..ds bad fu.nU. 
wit.h ,which co p~li'Cb~ tltftt new t'QlUJlUWnL aud 10 ronlonn thGir 
pnct•C't'A and U.e•r metbodtt to modt•ru c.•onditioni\ but it they wen.o in 
the marlce-c. at. tJu,, presenL tim<e fW' that tofl\atpmt·ut1 if the-y were abl• 
to •t>fnd l.ht ntOtltY which they J'<'•h•l'". O<Jjlfit to .pend in the taking 
u_p of th~r dt"fe.rNd l~nloenan~ an'l rn buv.ng- hfw equipmt:nt., to 
&.hac. tbey migl:tt be ~tt.tr qu•li6("111 to t'\m,pC_.te, the etreca.. upnn tbo 
durabl~ ~ mdustnes "''ould be- non' mari:f<l. indet"d. 

I tl1inli: tb~ figures as t.o ho"'' uu1;h th~ railroad . .~» have expended 
in tbn wtty of etpitaJ im·estment 1nt1 ulwndir.ures for Utu *''·e.ral 
yeru'¥ have be<on lx-foro the cornnlill~. pc.•r '"P~'~• in othl.'r oonnf'Ctions, 
but if, may 00 tiil-.rnifieam. to rf'cnll thAI tht~ 4'11pihd e.XJ)eUditurt."tJ of 
tho r.-ilro"da in 1920 wero $8l:M)(I0,0001 1Uid thut sjnct• thtat. time tJw 
e:q>eudiUII'efJ havo _gone down on 1tn ••\'~ng,• for the ltil2 or 3 year& 
to .onH~thing Jike $:.!00,000000. 

Mr. VtN80.S. Judge, did you give tlae U1x:able neL inc.·ome. o[ t.he 
railrmdiJ (or 10:Wt 

Mr. Ftzn:nn.. No; I ha,·e not givrn that~ Mr Viosou. 
Mr. V·~~s. \That. is your lat~L yeert • 
)Jr. PLr.K"uu. Tbt I~ lij.'ll""' would be pretty C>llnpleiAI; 1835. 
Mr. V""""· You say you do n<J1 ho•·• tb- figures, or ba•·e1ou 

lla<Mil)lllrtaf • 
Mr. •t.r.n m~lt. l do not hnt tht•m hrn'l 1.!i•furt- me; no. 

. Mr. VrNtoN. CouJd you gh·e u.s tho iawou)(' u to t1•056 n-els tJww· 
~g nee. inoonlU and t-hose 1$lJowjng c.lefh:it~ll\180 w& ha'\'6 Lo b.,_. 
at beth wayo-for 10351 

Mr. 1;-r.m-ouEII. Yc.s. l"or uch rullrotld , you me.-u' 
Mr. VJN'80N. I wa.s not nsJdng you tm· each r~tilrood. 
Mr. l"'l.r.rt"llt'M. For tlH,\ nilr'(Nu]g 118 tt whoJ~t 
Mr. VrN80N. li'or the. railro&d.s &!f 11. whole~ 10 much net. iuoome anO 

tiO rnuth deficits. 
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Mr. FUITCII"'- I would bo very glad to do that. n .... 110Uid bo 
no dJJiiculty at all. • Mr. VtK80N. Thtn wa would knolf the base u1>011 w)u('ll to 111Jily 
the tax note. • ' II ,,. I d I .Mr. } ... LZ'I"'Hl',.L 'rhat is r1ght~ 1 wa uu g " lO supp y th~tl to che 
clerk of the oouunitt<e. . 

Mr. McC<>ut•aK .• \ ··ery lirnilA'<I uumbtr of rarl.....U. cleciArod 
a di•·idtnd I,... year did they not I 

Mr. Fo.omrua. Oh, y .. ; •·try few. I eould almOii• narno u­
from memory. 

Yr . .\lcCoaMA("K. About four, not mora than fivet 
Yr. Fu:rt 11 ,,.. Th• Cni<m Pacific deciAI'td a dJvid•nd. the 

Cb.,;apeokt &. Oh10, tbe Norfolk & W'""cm, and the Virginion. 
'nloeo are tho .o-ca.lled PocaltomuooOOid carrying t'Otlds. Thft P.:-1m· 
sylnnia cJe<:lll'<'d A ftnlttll dividend. 'l'hcy httVO g·roat. (lrida in the.ir 
dividend n..'OOrd you know. 

Ur. VL.~~N. (vh .. t nbout Lhe u,uill\'ill6 & Nushville, 
Mr. ~'LC'I'()IIU. ~"!- fc>r ytllno. 'l'bey mad~ .lb!ir 6'f"d tho~ 

all right, but no drrtdeods. .\ly gtntnl fatrulianty wrtb the rarl. 
road ••turUron would practically wable me to declare froro memory 
what railnleW. had doc!AI'td dividendi and whu had rroc . Tbtre 
...-ere '"HY !cow. 

llr. McCGI>IACJI. l knew lbev wero •·ery few. 
Mr. PIZI'CIIot. Vt'ry (ew. ~one in New England, Mr. M1.oCor· 

mack. 
Mr. MoC'oti)IACn<. l ktaow Llu•t. Of c"'UI"$1(! the New Eugl111ld 

railr"()ftda 11re in011t.lUC(I(1 grenUy- thtlt. i~, Lh(' Naw lh.\'jJil- by thfl 
Pennsylvania. We ha~ • Jl<l""'nal quarrel up lb~ 

Mr. FtzrOWOl. Y .. ; I know about thaL That would be an inttr• 
esting !Rlbject for debet•, Mr . .\leCormaclr, but hardly htl't, I auppca 

Somtbody ht~ ""'to roee reminded mt that the Bangor 4 A.­
took declared a divid•od. I think tho gentleman is rigliL 

Mr. Vu<IOl<. Could you gi~e us tho amount of dividend• dO<lor•d 
in 1~1 

Mr. F't~ur.a. l roald oot do tl1at from memory. 
Mr. Vtl'l80X. J n1etn, in u ltlWr Mot('IIWIII f 
Mr. Fu ::rcu rJt. Y~: I willlH.• th•liJ,thU"(I to •lo thnl. \ Vt.• hll''f' •II 

those sll• titt~ic·~ in our nssodatlou. 
J WiUil lO (JUC iniO the record U !olafelllf'lll t1.S tO lhe 8111UUIIf of tJ1e 

funded dtbt of the railroad._" \\'hi,•h in 103l'J Wb $10,.681,.'\0(),(XXJ, •ncl 
tht: ~~ nhM> or rb ... c'a(Jilal ~l()('k of th~ railroacL, which i.- about 
$&.500,000.000, whidt indicae~ a rtliH of fuud('(l de-bt lu tM ~n1irt 
OUlilandj~g etJ)!taJi.ution of th~ r:ailroe~ls of ~bout 66 ~~nt. I 
ba,·eo thf' IIDI~"'" that lhf' rauo an Qrthnary mdustrv of Jnlt~· 
bMrin~t c.lfbt HI th~ H.Cal rapit1Jigtiun iH 11lnut 20 p4•r('(•ut, "'lu.-h 
fun~i!:he ... an 1t<Mitiou• l reasou why chit ralii"'Old buFine;s is f)l"('uliar 
from th~ '' ifowpoint of tlllj ~'~~-ult•ut t•f tiiXt."'. 

I cooultl ~o inh• l't'liiMns why 1) 1 ~· r..i1rn"d indu~try IUil'i HO l.r~~ • 
Cuutlt'\1 d~·bt . . I Alii run. apotogumljt for h. T hel-oe ar'{' ''t•r\· ~ 
rea~ns why that has happened. llo••tvf'r. I do not ltno-. wf~ther 
that . •·ould bt of murh cotl«rn to tht commiuce. l think it dOH 
nuc md1catt an~· If.'"' la.ek of &c>und jud~X~nent or mlUlljl\"IIINll on 
th• port uf th• rarlroads, but, rathtr, 1h• foct that th,.y ba,.. boo• 

. ( 
he-ld clo•m by pub1ir autbority 10 tht da\"8 w.-ht"n tht~y had a ulOnOp· 
olv of traru;l)Orhtion-antl they did ha,-f pNII<'liHIIy a monopol)' of 
tr;UltliJ>OrUt:ion for a lnu,g titnfl-iby tho dooiBiOM of the Intenrt.ato 
()uuulwrt-e Commi.ss:ion re.udert'd in the 1-uablic intC'rt•hi1 I tLSSume, eo 
tba.l tl•ey could not V('t'Y \H~II at'tWDU Ate lilrge ~rve8 ror tho 
n~tirt"mt.nt of their boncled clf'bt. 

There is a. furtl~r tart wbi('b eandor comptls mr to a.~rt. that 
,·ery often nilroads cou.ld borrow monty. aod tht inter&t on th~ 
moMy tha.t. they could borTOw wouid cost tbtn, I~ than what~~' 
..-0 uld l•••·• had to ha•e paid if they had been ablo to .. u their 
ancl bod paid di•~dendo upon llrat stock. 

1 mean by that. awkw1nl itatt>mtnL of min(' tl1at. talcinsc the ra.il· 
J'Oflld deiJI, u a whole, the I1Ltc of interetlt is about 4.6 IK'I'«'nt, and you 
<'t~uld full'dlv hope to 8t.'ll ... t.o<:k to anvbody with thr .. tat4•m('nt. to bim 
t luu. ihc Oe;;t he could hOJ>G for would bu 4.5 pcrt.'<'llt. upou the stook. 

Mr. Vn<flON. Appro"imf.lOI.f ho~ much of U•i• bondl'd indeh!Aldn ... a. 1c&ually represented by capatal mf"estru(lntt 
Mr. F...,..;<ID. Yoo mean money put into tho proJIOrlyl Olr, all 

of it., and more. 
~tr Ihu ... Tbat is rather an lnttrt-.ting o.tattn'lfnt J'OU just ga'·f' us tJ.,,... u to "by ll10 noilroadr! bo<e - l'tduced tlieir funded 

indtblA'<In-
Mr. FIZT'Cr-aa. It ic 1 wholt rt11bjeet. in it!lelf, Mr. Hilt, -.·hich f 

1J1ink illi fl wry intert!i!ting ont•. J luwe an idt•a U1"l if the nUlroads 
uf thi~ vountry were to 00 fthle throuA;h some rnt1~if, co pa.y off 11U tlu~ir Cunded mdebl~Lint.'i¥J M tlu.~t the1r ou~tnudau,:c c-apitali7.ation 
woul•l 00- reduced to th'-" amount. ot tl1e capital attork, what would 
huppen to their rate !!!lruc:turet It rni~rht be 1 JtO(IC.I thing tn do in 
tht' ant~rt'fit. of the im·estor. l am 1\1~ many or th~ n-w-n, at lea.-:.t. wh, 
own th ... bonds, would like to- it brought about if ....,... Fortu· 
natut' puree eould bo d~··~rod. 

~rr. MILL. Ralhf'r. ch~ .,ho own tlw ('C)rnrnon ... nt~c: wooltl be 
mort int.t~ed. 

~I r. FtzronER. They ~CHild bt· very happy, indeed, if the regu­
h•tin~t nuthoritits "'ould rtduce 1hr whole body of railroad ra~ 
<lown to where it would t~mount to no ano~ tlu1n 3 or 4 peroe.nt u~n 
t ile \'JiJiu" of the cupitl41 ijt(')Ck. That might. be a JCOCxl t hing to do, 
PJC<'f'pl you would h11ve to taki' into consideration wl111t. saerific.-ts hl\•e 
bttn made by the stockholde111 in order to accumulate the mone~· to 
P"Y off these bond& To uk thia gme.ration to makt th<NIO Acrifi ... ror lhfo btnefit of future generations- is to attribute tO them I -SOrt of 
"'Jf.oacrilicing altrni1111 thot ia hardly in a..,.,.-d with human nature. 

Mr. Hru... I bad noc t xpeeted, so far u I am teneemed, to do 
thai in a v•ry •hort period of time, but I han often wondued wh7 
they hn·t. apparently, otvfr l"f!!dueed tbe.ir funMd indebcfldlltil!L 

l l r. Fr . .P.TC:n "EH, Thert.' ~~ mll.Dy reasons.. Onr is rhe difficulty of 
geUintc money. Another i.s- tho inherent irui{)ViM$bility of shrinking 
4Jr lhNr eapital 

Mr. HuJ... As it af t"Cbl tho rnt.e stnJdut'tf 
Mr. Ftz1'CI-l'D. AA it a feet~ the rate atruclur'!'. r IIH try-tog to ~ 

~•ndirl. ~lr. Hill. 
Mr. MeCooouca. In oohu words, lh•y k .. J> lire bood•d indtbted· 

- l<> keep the ratt$ up I 
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~lr J"1.r:t(71U..L That Is out 'uy to JHIL it. 
~rr: MoC<IIlMA.c K. 'fha1 i.!; "'.tber a M>lfi"!' vie"!•point, i.w it rwtt 
Mr. Pl.t:"rt'IH'Jt, I doubt if it l!il R t.elfl .. h \'t(!W~>Oint, i)e.cuus(' lhty a1 ,~ 

fnt..We:d Lo" fttir t•eturn UJ)f)n the ,·.-1uu ot lht>rtr property. 
:\lr. :\fcCo.tJW,,CK. Uu~ it iA rnther ~~lOr busio~ not to nuLke J•ro-. 

,-i~ion tor tbt• 11110rtll4tflon of fundrc 111dt·bt~tlnt'9:1.. 
Mr. Fo.rrtun. In 1ho ... .., of an ortiinary industry. undoubttcll1 but now .. ~ ha,·• tu cll'al .. ·ith pros;lt •"~'. -.t- fintl tbvu. with n:~l1t' 

ing authoritiPS !L-~ " 'f' flntl UW"m. and !''t~ human ne~ft u ·~ Rnd 
it. \\e a~ t'lltaUtd. un,ltr the Co~rtuhon~ to a fau mum apon 
lheo raJue of our J»"'t)(lrt:V. 

Mr. McCtJauucK. T anl not goi11g to ar~,, .. .. -.tth you. 
Mr. Fu:rour..at. r know you aro not-. 
Mr. McCottMACK. T .am nol asking you ttny c1uestions in "<'Oil(f'tl 

Vl'l'SiBI sen~·. 
Mr. FLJOTOJJJOM. Horo is what would h11ppen. "M.r. Mctonnack: 

That l-ofutitutional guuanty would ht of no nJue lf you 1u•tuallr 
had a situation whe .... tbe capital &tn•ctureo of th& raltroad.s wu,.... 
duotd by t....,.thn<li; you mtj!bt •'"!CU• until you ••re blac:k in lhe 
fa«!t .-ith tht a\~tn",._. n~·~lahnl[ aulhorily that you •trt tnli· 
tltd to a (oir n'lum UJ>On lhe nlue o f the pr<>perty, and thty ..-ould 
ooy, "Oh. bul you are paying 10-pel"C<llll dl\-idtnd.s. We <Onnot let 
you pay tJ1at. ~ 

Mr. JttcCouucK. I kuow, but til~ fnilure to l!if't ~idt~ .,>M·n·~ 111 
the JHtst. brings up this question: 

You 4kre ('Oilfl·onted with thtl fAct. tht•t new ilw4.mtious 1uu·e 
brought. about now me_thods of oompet.ition. 'Vhot. about C.htij(ll in· 
.,..,_ • ., of tlto pl.lil I What are they going to do when competition 
I"NIIIeft the \"IIU('. of tb& pro~,M"_rtyf 

:\lr. Fum .. 1tat. If rol:Upe1tlJQil rtdu<."f''l lht> ,-alnt' of the pfU11tr11 
14 1h~ lJOinl whtrt much of tbt ))roptri\' ;,. u~let~ and no IO!"Jtfr 
otet.leclm IIH' public JiiPniCP~ 1 su!l()(l8f tht\' will jnst ban• to rt"tdJUil 
them.se.h·es to a ctrtain IJHOunt o 1~ ~ 

llr. )fc<"on;uc-K. But in bygonr H'U"' 1 hOM• IOSM"tt ('uuld hue 
lx'<'n 'nnticipuh•(l, ~rh•J>Ft. ill hey l11d~ t~t•l 11side n pi"'J:It'r n_""'ll_\f\'e for 
tl!u p8yment of th11ir ftm~ed ind~btl .. lue~. 
~Jr. Fwrnmr.lil. 'l'ht''' could. Mr. Mc(~urUult"k. if rhu:-t• who fixf-11 

the ehur~ of th~ railro:lds could hl\'t gone ai{Ul~V with tlt('n\ Hym· 
path•tieall~ in IU<h a prognm. o 

ltr . .Me< (Nt.liA<;K. \Vhil~ this j,., a Jut o( \\ater U\'t-r tl~ darn in a 
~n.-.e. Milllt i"' nn inttrf'Stiog: but I du not think you "'ant to lta..-e 
at IQ u~ rt'<'OI"fl tllat you are goin,:; tn plaC"t' the wholf' blamf "" 
tJte ]nt..f'n!1-'ltf' ('Hinlllf'rct Canuu~ion. 

)fr. Fu:n..~tu;:ll. No• tbf' \\·holt" bl1mt. 
lh-. Mt{"4•M:~o• \t~. Tht railrottds ~·ill tnkc· 11 litt1t~ blnmt t 
_~1r. Fu:rt Htu, Ol1. tlu.•y srt• 1u1t J14•r(('t'l. 
.\Jr. ~h ('ml\1 \l K. Tluor•• ''~ tl!m~·,..t 
Mr. J.'t t 1t m•t. y, ,.; ibi•J't• un• ttbu~~· in lUI\' latf1!"C itJtlu~lt',\', I ~~~1•· 
~·but) "''uld not thiuk tbut til\' f111iluN- lu sel up l't!"~tVt.'li to 
rehrf' 1lu~ar I.101HI~ ,.houhl be dL~ifit-cl ""~ an ftbttsr. ·n,at is too st-rong a tenn. 

Mr. l.k('cJI}f \f K -~ whal could ~'flill cla~ify it! 
)lr. Fl.zrcmJL h nu~bt ~ ~Jb&t. mo"' than an\·lhintt f'f!W'. r 

ffltJ, through chr dt'\tlopment of io\·tnhon. 

. ( 
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.Mr. )lcCoKMAC'K. c.~t'rtemly. It i.J nQt looking tnto tbt': fututf, as 
•·e \ it'w- 1t.. with a n'ILMnuab1e ~:..ud p1'0pet' burine. vision. 

Mt-. l•'t.r.TCUER. It wouhl l..WI11 JW>hcy which wou ld httrdly call for 
(."ricirhuu if lranic luul •w• ,;uu\' 'o tl1e highwny•. 

Mr. McCotUIA("K. '~lit' tr~.tn•• would not haH gou~ t.n the highwa)"' 
,f there we.re. no new 111\'t'OliOI"-

Mr. Fum:nu. That ill true, but 10 upect thtm to onticipate the 
in,·tntion of the guoliot tngane and its application to t,..ll.i"J>ona .. 
"'"' on tlte highwa_.,. ill • good <1 .. 1 to ex)M'd o f anybody. 

Mr. McC<liiXA<"K. 1 k110,., but they had tho UJIOrien«> of lilt 
nilroad! FUJ>e.r8eding e;omf!l ocbw tnod~ of trat\~.pnrcau<tn. ditl chey 
""'I ) t r. f<i ... l.t:rt'"OJ:Jt. 'fht~y 6U(>C'Moded tJ1e wntel' liu~ if you me-.an that, 
ami ~he t~W~gocoacJu.'8 &f you n1oan that .. 

Mr. M oColiXAC'"K. 
1W~II, I will not continut'l thnt. line of question· 

il)$1. 
)lr. F'Lt!TCUEL h it a qut...,lion. It may be thnl chty should have 

l.M:-tu i\&fticif.nt.ly •'-lUte. I beud the stnior nttmber or the Inter· 
&CIIt" Commtru. ("ommiii!Wion making a Yt.n uue.l'titin~t Iilli& 6peech 
tlf'lwn here at a luMbron the ocher day i'ft whkh bt •id that- all 
1h...., roilroads and alllh• "'••mboats and alltb.,.. m01or trueks had 
brUt•r bfo ~:"etting 1-eady 10 I~ all thf!ir eranic co I he air in 25 yeaJ"8 
fr01u now. 

M•ybt cl•ey w-ill, but. I du not. know how lhev rould J-,'0 ttbettd und 
bK"(I t'hfi•· finnncinJ.C r~ncl llwir whole ttrrttn~fnu~_;,,.., UJ'Wln guch nn idon. 
M11 ~~00 i lw" will. 

~·lr. Vr-Nao:s. If you taki~ tlu~ in11ustry toc.lay "'' ith il6 bonded in· 
dl'btNinf!M and with tb(' rompe.nim" operating dtlleits. u our ool .. 
lnJtU& from Penn..cvlvama, Mr. Ric-h. would ~r· .. \Vhere ·~ you 
j!OIIIj! tO get the mooty/" tO pay oft" this bondea ind•bttd ..... t 

Mr. Ftzn;u.P. Mr. Vimo~J. that is an individual matter wi1h Mch 
roilroad, i• it not I A (lor all. wbile we SpHlc of the nil""'d i.ndlll­
lrY~ you cannot. lJtnore th~ charat1-e.ri.t;ti.C"S and th~ lituat.ion of eaeh 
indi~idual railrofiiC1. 

r Ahonld not tl~ink th•t would b6 a maHer nf much ooncarn to 
eomo rfl ih·otul:_;~. Th~t'ft Ill'(' 11 few who e.n view the future .. ·ith 
rompltu•eney in thnl r~liiJ;>N:t . Bul if • ralltOt.d cunnot pay off itt 
bondf'd indebtedn~ it just. bas to ta.kt\ the ume oourae tb.at any 
othtr liM of bu..(tjneM or that you and I would have to take, and 
t•ke ~ounJJr in th6 bankruptcy eoo:rt& • 

Mr. Vr>-.,.,N. ~ point I ,... making .,. .. In rogatd 1.0 oetun~ 
up a ainking fund to am.orti.., this indi'btodn<a ff they ""' op­
erating in die t"fd, there it just no money mming .,, •o pennit then' 
to do JL 

~lr. Ft,r.rc,u:a. 'l'h•t. it tnte. 
Mr. VINSON". Wltether it bo e. good thing or not.. 
Mr. li'u:rouu. 'J'luat itJ obviously truf.f l\l1·. VinAC.nt and that hn8 

btf.n true, unfortunate_ly, for some time. . 
Mr. HiliJ ruay I ~k you, it it the purpoee of the comnutt~ to 

hoar me further, or would you rather I ""!Jld. rome bolckl 
Mr. llJLL. We wiU h .. r you further d th11tune. '[au bne boon 

Interrupted here eo much thAt. we trOUld lib: to k;now JUS what your 
recommendations •~ 

)(r. Fu:rcm:a. Y01; I am jllli golti.ng to that.. 
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,....,.._.~~· -C"IIfi"D n a.....a...o.... ,.. ~~~ftf# '" •n LA• TIIAT K.t.r 
lilt C"AO'I'W ,_ Taa ~ CW U!flNJI'nO'D'ft'D ~ft r.AJ,._'fi"'M 

A 

h I• n!fCIUI.ttlitlfMJf\J tbllt ,.llrotd& be permitted, tu arrhlnlf at '"UIMiilltrlbllftd 
ntl hk'Otn@ .. , tO (lfl.I!W'I trom ""utiJUUtd not!t lnC'ont(' .. , tu ldtiHIQil to Cbl! nt""" 
tkdUOIOtll IIM.'fttlltlletl 1._ f'l'!C'OnltOtr:Uia iiOn II I)( lbf> I'Ubt'01liiii1Ht<e'• ft'IIOrt. liMo 
rouo~~n .. llcnlll: 

(0 Amou•U~' fiPIIII•I(I co ~:LnldUJt na•d ottrer l"f''l~·r'e fllll(lJ& UIKI('r tuona"ICt"" 
d('l(l(bl or lrullt. or ocbt.tr tot•trn~f., OT l)lllcl or rt•~~~eN~ I to rtoCI,_, hllliletl t.ltbt ' 
IIIIMII'd 01' ll!lf1trtlC'!l, Lc&L not to en'el'd J t>trNll ot total functt'll·dl"bt ollll,;tuUc1u~ 
loltllt<"'l ur UII111JM.'(I 11nd ool.tuwdlhJC at the ttl(l or the lluhl•; tt•n. 

(2. AIO<I'IMUI JliMid 10 the Unlted State. ot Amtr'h ... (»'lUI t'fli'IXWWtiOo or (ltlltf' 
""'-"""' thei"C.'(tf ln lir-e r('(.hK"tloa or lc>!lnlmat16 •o or tW1m1wd 1>1 the tA&J)Il.)'fT, 

(3) E•t~Uturtt~ cbarpable to capitAl al'!«lunt made IH.lM.MJll to rtqul,.... 
11)811 bJ or ~~;~meat. wll.b ~ral. StAte, or other J!QbUC' IOlhorttr, 

(•t) Amoaac. PI"M1de4 tor b1 ~nt-..eloa r)ljn~ to bf lnTt~rtt'd Ia •dd:l· 
tt~• and ke~llJI brf~ ttw- ,_, u~t ul lolf'"""t lift l.MIIKIJI ~ por.. 
.wu:.ut to Mid pla-. 

B 

It S. r.rtbtr ~....aed that ra!tr.da. I• arr1Y1"& •t ~ct.teaced ott .. 
~-. bt PtnaluH •• dedort ~ tot ~uoa ud ..._., • rttS.N.. 
... cot~ u rro•lded ~: 

, •• \\'~ Jlof'Optt11, lndudblc equipment, ,. bi!IQI ~trod ............... 
.._, wltb .__. oWBtt t.bereol. the ~ thall t. tatltk-t.t to dfidlft a ....,..... 
able •UowaJK"e- ror 0.. u».c:Joa. wear aod '"''· aDd ~ 11( .ndl 
pr0Slfl't:1, ·~ br (GOI'ract me ~ .. obU..tHI to par to Uae --- tudl u. 
aiDOQac u add.IUoael rt~~Lll. lD wbtdl et'tftt Lbe ~ thall "J>. rDtlUtd co 
.. b tuc"h dttJIICtloa. 

(&) 'Tbt! amount ot IOtii!JtiJ IDddmt to tbe rttlrtment ot lttifd ~rtJ', 1 .. 
t'ltiiJ IJt.~ pquiiJ(I)fOt, u permitted aDdf!r fti'Uladou ()rN('rl.bfd b7 tbf laltn~tace 
OolllUhf'mt CcN:ruaJMion. Jlla ll be allowed u • ded u~tloo t't'om tbe 1...0. liK'OIDt 
or tbt 1-eNOr or 1~. u ('(lfttrtett: DlllJ' provldt. 

Mr. l~'t.IVI'fJ'IIr.tl. The tint 1\..">00tnrn~ntlation I wnnt to make in that 
connection ,81'0ws out of th6 vo.ry fact that. wh•tovc.r may btu•t 
boon I he IIU~hkes or tl•e pa~ in U\C! st8te the iaulustry it in 0~ th6 
prtSent. time Ute•-e is the utmO&t lleet'~Sity for tho. l'ftilroAds to be 
ptrmill~d to ore•te sinking funds in order tl>oL their fundod dtbL 
may be an a measure amortu:ed. 

'that grows out not only of considerations which hne be<n hinted 
~L by n,><mbtn of the committee, but oot of the fact. that tbe"" is a• 
II'K'!fHltll I_)Umbfr of contracts into which tJae n~ilroads are eotuing 
wh><h ""lU>re thtm to- up sinking funds. 

I mtan bdv tlul~ that ~•ry ofW> when railroodo' d•~ are ..,funded 
uncatr t~ lrfetaon of the Interstate Com~I"'Cle CommU.ion or ~r· 
Ml• "!"ltr tl.e u~ of tbe ,.....;ty of doing 10 in order to .. u the 
...-ul Mh!"", tJ:K- COO.t..raa.s provide for ainkmg fund.t to be. stt up 
an< maantamed ~larJv for the retirement o f the bondfl. 

h
Thtft are • few bond Issues wbjc.h have ~n iOI:ne 1 ime in exi .. tence 

w f'rt th~ ~\lll"fmt.nts are found. 

1 Th~ ,lnttl"!'tate Commeree Conuni!ISion is lncr!.,inglv following 
1 

If\ poll<'.f of rtquiriog railroads when they refund their tndtbt~l-:.. 
m'tiK or l!lt'IUt nt.w StCurihtfi to &et up f;in"ing funds. ll ~~ttiU5 to 
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,,. that unqu.,.t ionably It would bt dosirablo in the lij:ht of tbt 
p«"Uii•r charecur of this indu.atry to aUow &inking fundt to be 
trtatl'tlland for lhat rH...t!On ... e. ,·tot~ to rnah. the w~ion that. 
tbr rai ro.d• bt permitted if! arriYing .at their undtlitribtlttd nto'­
inrome to dtdurt from tb~ adJtited ott. lnec:Hne u tbe ttrm is u.ed 
in th~ printtd vlan. in adrlition to tht other ,{edut·hon-. nwontioned 
in the tif'C.."'nd r.-rt-l"art If-amounts applied to ainkin.g and ot~r 
rHt'rn fund" undtr mo~&bi'f8, <Item of trust or o·thtr contract-, 
or llaid or l'f"t'rved to the retirement. of fund;(\ debt, i-9411t"(l or u~ 
sumed, but not w t~C(oe(l l percent of total funded debt obligaliont 
i,.b.'>iUNI () I' ISiillllit'il 111cl out~tanding at the end of thr taxable year. 

That. is the fll"'bL of the recommendation~. 
Mr. lha.t.. 'l"hnL will lake you 11 hundred yean~ to p11y it. off. 
Mt·. J~'t.Ol'(!Uf.W, 'l'llttl.. i8 a~I.IIUt-d. 'Ve would me(', to hi1Yt,l tnOI"t', but. 

I d.., not think thf'l t."'IJHnittee woultl pe_nnit. it. 'v~ thou~r111.. the com· 
miU('f'l would h11rdly look with f~tvor upon a weat€'r nmount than 
that I pe""'nt. Tlml wuuld help a great deal. 

Mr. Coot•rJt. Will you l>le..,. read •t again, if you do not mind! 
Mr. Fr.£TCan~x. Our idea wu that. in a.<lditioo to the amount. which 

may .,. deducted .. otated in part rr of the plan, the railroadt bo 
ptrnlitted to deduct amounts applied to sinking and otbtr l't!IU't'O 
funds undt'r mortp~ deed! of t-rust:s, or other eontracts, or paid, or 
..... .-·ed te> rttiro ft~ndod do!>', .iooued. or U!Umed, but not to uoood 
1 pereent of total funded - obligations iJoueo, or •-mod and 
om•tandin~t at tho ond of the tanbleyoar. 

Mr. Vu<oo,.. It il your thought that that would bo exempt from 
paymtnt of any tul 

Mr. Pu:rcmu. lt would be extrnpt f:ron:t payment of any tu if 
you would l'f'pt'al t.be lneome tax. excess-profits tax, and the capital .. 
stock tax. 

Mr. V1N80H. 111at. is what I had in mind. 
Mr. Fu•rcuu. 1 had au alternative propooition to makt, it J thlnlt 

my time permit.s on this subject., that woul<la.nawer the implitd objee .. 
tion whi~l1 i• iuvolved in your quebt.ion, Mr. Vinson. 

1\lr, VsN80N. 1 wu assuming th3t t he ndlroe.ds were coming unde.r 
the 1>l11n propoocd. 

?.fr. F r . .ti'OH tJt. 1'1utt i& t11e usumption, yes; thllt unciC'rlit!4 thi• 
11u~~ion. 

J.fr. V'"'""· T thought that beeaU!le of paying I porconl, that 
nlodtt-t flwn, 11robably tbtL&. wu to ~exempted lrom I u:s 

Mr. FLctJI't'nP..a. A li! I M'e iL if i1 comes 1.rndeor lht'i phan •• aU. 
My tk'C'Oncl fiU$U.tNion ~Ia~ to ano1htr elas-o of obl1~1i~ln• which 

thfo railroed• ha,·t~ and that i~. amounts whieh ban• lwn borro·•flfl 
from lt':ndin~ (;cwt"mnttnt a~nci~ that ~ tht' R«omtn1d ton Ft 
ntiK"f' Co'l)()ration~ and pnu:ticatl~· (0\"f'l'$ thf ..not. r ... lcJ '" tha\. 

T.~ilrotula u•·f' th4.' Rf'C'OtlSiructioo Fina~ Corpnntion • ._ .. 1 
r"ffU. about $400.()00.000. n•ey ow-e tl•e l)ublit Worb .\ dmini!lo(n· 
tion about ~)()().000.000 and unl~ my information is inro"!'"~ ~ 
Public " torka Admini~tration has sold to tht Rtro",filnlctton fl. 
nanoe Corporation practically all of the n()(ts of th~ ra1lroaWr C:Oftt · 
ing that $'.200,000 000. So that the indebUdn ... t.o the R<eon•t.ruc· 
tion Finan<.., Coq;.,..,tion,l suppose, ruM P"'lt.Y cl..., to $000,000,000. 

I 
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lb01111t .,.... .. JlOrt-time ()bljgaufill& 'nw-y lrf obli~eatim_.. o..-ins: lO 
th~ Oo.-unmtnL Tbty art amply 8l'<'UI"fd, anti by t"t'&.llhO of lbt 
•stftme raulion which bu bee:n. usrd. by thf' I ntt~tp Com.t~~ 
('(Jmm.i•ion and tbe Recon. ... t~IOD Fman~ Corporation, lbey hatt 
citd up and rt'tKitrt'd unantlabl• for urdanary ()UrJJOie.l ('J)CJrtnOclii 
amounte of rollalf'ral. • 

\Yhfon the raill"'Ods undert~k to «ure tbas rn~nt'.r fnlfll th• Re­
rou~truc:tioo fo"inance. Corporation, th('ly Wf'rt l'('(luu·NI by t.he IDlflr. 
,.1at.t. t."ormuen:fl Conuni~1on to .rut up sound col,lnt~ral :at.. the then 
mukt•t l'ri\'\', and the. market prtce wu vt~ry low m, th<*fo. days whtn 
uw•"a. u( l110M" lo1n~ wero exeeutl'd. M thftt lht" tfiiiMftd.ll nrn enor .. 
mou .. ly c•mberrllSSed by reason of thCI withdraw1tl of th11t. «<lllittrlll 
(rHJU urdinnry u-.c. • , . 

Our ~ll*"l{('i'l ticlll i.ol here. not to lnbor Uu~ JWlnl, Ill \' lOW (,( I h~ rat~ 
thall lim iudtblednet!B jg owi11g to tho Oovf'rum~ut1 thnt 1unotu1l8 
whic•h • •·e \Jttjd to tJ1c United Stnt(lf; Oovrrn111ont or uny lendint: 
·~t·nr~· uf t I{' Oon•rnment. ~hould he J>ut. in thr &alii<' <:l11-..4 as tbjq 
I JX•t't;•nt whieh [ b.a_,·e already discuRSed. 

)fr. Mr(".(M~tlU\K. Jud~~ Je1 nw ~if lmHit\n.tau1l you rorrocdy. 
You do not.mun tO !\I)' th:at that. I J:M•m•tU nf lhfl funcl~l d('\,t-whitft 
;, onr 10 biJiion dollant. ur· m·e:r $100,000,f)(X)-.hnuld bt t•Xtrnpl from 
all tuotion I 

llr. F't.trrnn:a. 1 did not mean to say 1hat you thoultl ju.•-t make a 
n•l<. thai •O<•.Id txrmpt I .,.reoot. but. that you thould .Xtmpt t'-' 
<~mount aet. a."tde- for ~ funds not in e-seftdt of I ptrt'fl.nt. of cht 
tl>lol bond•<l ind~ 

Mr. McC0101 \C'K. Uu1 .:mu woultl want thai aubjMt to lht Ott tax. 
would rou notl 

Mr. J\..:n·uDt. MJ• !->lll!J.;estion hl'n- wa~ that if wt c•oultl, under thi1 
law at. all. it r~hould'b.· treated just •~ •Kher ,lt-duc1 ion_" from tanblt 
inrome 11nd not taxed at all 

Mr. M cCOllliACK. We would be ghrirag you something we would not 
1M! l'ivinp to any otl•er C.'(lrpornlioo, would WC' not f 

Mr. fit..r.t(!Hr..a., \.,.ou would be giving n~ liOnwthin~ lhnt other C.'Or­
liOnat.ioos llll iiCI" Chis flnn woulcl n04 get; r lhink Uuu i!f m. 

.Mr. M oCoR.MACtt. think, \\'ithout. ~~rard 10 I he p•u.t hi&toa·y of the 
nLilr01ul1+-1md I cltl not think it is nil h•ul- lllf•y Jllrd ity ~J('tpl ional 
t rutmeut iu 801Ui! t'Cf;J>ectA 

Mr. Fu:rcm:n. 'rluo ('.Xceptional l~~tlanem i11 accorch~d here. Mr. 
MtCoranack, to lhf' in.o;urance tompunit'!o;, (or ln!lt.An~. and J t•ltn well 
undemand wby tbnt is done: thev hold tn•" fund• lorl!':ly. The 
16-pt-"lt'nt Ont t.u would be nrv' sati~factorv to thr ra1II"'OIds; I 
"hould l!ay that. • · 

Mr. Vt~I!IOX. But in ~rd to mlwr tur\MtnlinnJC. .Juclstt\ wht'ft' 
tl>oy ho>t.nllliptioos that a,......,., ..... by h•n upon th•ir J>~ 
f..Xp_~ tn rnortpages_ and a prohibit iHn a~in"f tl\tl dft'laratJon of 
dn·ulnttl, nn that Charaa-tr of ifK'()nlf' for 1h~ N'rporatiC'ttl:! on 
ha\f' l"f("n{Jl~Dmflfd to tt.. full conuniu~ 1 Oac ntt of ~~.:5 prtc.'Hit. 

Mr. fo'u·rnu:a. ieEt: I remembtr that. 
Mr. ,.,~'~~~. I jfut do not quirt sret thP thou~:lu that monn~ rarned 

L.) tht nulroac.Js to bP applied for the li(ltut• 4\'tfln rwrr:H~ ~houltl be 
tu: txt·mpc. 

Mr. fo'trTt'lltlt, It "1J11Id not h~· cox Cl.l'lllpt if \'n" w 1•r..• to pul thf 
naln••uLt ou thf' t'lltn(' lwa-.is ll:i the in.-.urunc-e romp;tni('lo., 
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lfr. Vt'-•O:If· No. 11•t-J wou.ld noc. bt- und~:r th~ ,..tfont·l"'ll plan. 
.\Jr. "'"'LrfCtto. 1M~· would not be under tht ._,'t'ntnl Jdan, that ll 

trot. 
.)Jr. \ 'ts80x. IJut IPtu._. .. USUJ~~~t that yw ·~ld ~o undtr d_.. '""'-IM'nJ 

JJian and chtorl tak~ tht~ elMS nte. for tertam _rooMy• ~Jto~MI to I•Y 
tnd~ed~ undtr e»olt"ael. not. to d~elare a dtv-idffid; do y04.1 not 
think that you ought to ~ in ~nt~tndaiJy the 4illmt rf..,. • ith ocbf.r 
torpOnlliOM 1 

Mr. fo't.CTOUUL I would fiud f(t'('at Uifficulty in tcivint.t any rt"aQl 
"'hy tht'V t~houltl not) Mr. Vinson. buL that dOPe not rntiUI that. I 
think the thing ia enta~ly falr to othe.r eorporationa:. 

Mr-. VtNIION. I unde.n;l&n.d that.. 
Mr. J.'a.r.rcntfl. Jt. i• not my province to argue their cnu~ how<wer. 

But. il d~ ~rtr to rn, where you J>revent 6v coutrnc.1. U10 Jlfl.~•auent. 
of di\ridflndA1 lhcu to tax: thl'm 118 hi~b AS. 2'J r .. en.•NH for HOt doing 
M)ureUlinr 1hi\L 1Ju•ir l"~Untraets pi"'hibit. dt.1+e8 ,;eem w Ill• noL t1ruto 
·•erh~ke 1 .' • 

Mr. VrN80:o.:. ·rhttt. deals witb Ute quiStion of the r'fh(mlbi('Uf!fll 
of 1he raU!I t 

Mr. F IA:'r('ut,.lil. Oh, r& 
.Mr. \"tN80N. 11tat. j_i cJte point you have in mind. 
:Ur. ~,,..,..,.,,.. I think i~ is l4o high. 
l l r. Vr~ttON. Thetis the point you have. in mindt 
llr. li'Lncuu. Yee.. 
l lr. VtX80l<. l think 1 could go farther and .. 1 that whtre i~ ia • 

qllf>Mion of capital mvfMmt.o&. requ:iftd to be madt-, or 1M payment. 
of debl& ""'••rod to be made, in the .....,_ of thia probibitioo 
againrt the dedoration of dioidends, there miabt ~ mU<h t~ 
COUld be aid in ......,..t o( this p ... ferrecJ ratt. r toke It yOU WOUld 
•vee to thotl • 

llr. }"'toiTOTitlt. I •·ould not argue advetse1.1 to ~t eontentaon. 
Mr. \ 't><OON. You 10y 22.6 percent is a htUo bogh. Wh•t role 

would you chink would be fairt 
Mr. Furou 1;11. I do not tbjnk 15 per«>nt is a bod rato. 
Mr. VrN80N. What are you paying now! 
Mr. FLm"()lO!ft. 16.76 for income tax, plus tl1o capiU.I atoek lltx. 
Mr. Coot• ... You pay 2 P"rct'l>t, do you not, Judll\l, for IJ>c c<!O· 

solidawd return 1 
Mr. VtN80N. No· not. any more. , 
Mr. F.t.£TC11t:ll. 1'-es; we do, Mr. Vinson. ' Ve ~ad qutt~ J!l argu. 

moot obout thot be fort did we nott You were nght that t 1mo but 
l beliere I am right this timo. We do pay 2 por<:ont. 

Mr. V rN80l<. YC>u ore paying tb,...,·fourtbs o( I puctnt abo<e the 
15 poroent.l 

Mr. Fum:nm. Ye.. 
Mr. Vtl<IOl<. f am olill right. • • 
~fr. FJ.non.r:a. All ript. I thought ordinary eorporaUOnJ potd 

13.7G-I. 
Mr. Vtl<OO!t. Xo. The rote paduot .. , J udgo. (ron>.l9.5 to IG .­

..nt, and tho IG·perunt rate applies where tho net mrome ox~ 
$40,000. So what you are paying really is o P,..,mium of about .lh.­
fourtlll! of t portent. for tht prinlege of fllmg tht c<lfll!Obdated 
l"ttum. 
~.o-... ;-a .... l 
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.Mr. Fu:rcnra. I gut'M I aut wrong ap.iu. Mr. Vi~n. 
Mr. McCOILMOCIL On lop of that. you pay )Our <al>olal·••ork taxi 
Mr. ~·l.lll'l'<1oiL W• pey a <apllal....,.k lu. 
Mr }Jc(...,.ltlCJ<. 1.10 a llo~l . 
)lr: Fumn-. That is rijlht;.$1.40 a thousand '1 haltt <Ill do..-n 

I<> 70 eonta a lhou.oand under this plan. 
:.~w 1 mil-"' hurry on. The third ~oon ,. .• mab-- . 
Mt VtsM)N, Bdort you gtt. tbe.~ Ji1d~ wt •~ tn\t~ an 

tbiJI' b«altSe thil: ia 1 senou.s proposation. 
Mr ....... .r.rnta.. J a.~n sorry I eau1~ be mort helpful. 
Mt. Vu\I!IOS. \Vf.l may tuwe to b~mg you back. llul l .would hire 

to get. .rour viflwtt u co tlt~ approx:~mate •'·~r~~ rate of, moomf. tA.x, 
e~a l itAI·Modc tax ami excess-t>rofits tAx l'"'d by Lhe nulroad" 
~1r J<'t.IJTOni':lt.1 Of rourse1 llH!. ralJrooda P•Y a sub@tllnt.ial nmount. 

iu cuj,itnl ~fit()Ck t11x. 'ntc. r!lih·oad . .s lhat. hove a tll$1lblo inoonu.", if 
1 m11y use th"t ternt, or aqJush:d uu .. -o~c. pay~ of c-ou~, the l6.7G 
J.ietl."t'I1L pro,•ided for rnnl..-,ng a oonsol.u.Jat~l re.turn. Ph() 6JC<:e!f8· 
profil.:t t 1.s of coutse, a.sr.·ou may well uugu1~, 111 tho CMC of ra,t­
ro•d• loiiJ! l,.:;.n vory smal • 

\lr. Vt:o.M!(. Could yoo SUJli>IY tor th~ reronl whal. tlu" ave.rap 
ntf' alii, including the c:orporatf' ntt:. capttal-etock tax~ and est'fiil~ 
P"'"'-' tax u paid by the railroads having a net incomet 

~lr. t•o..;., nrx. I o.hink I can do lha~ 
Mr Bou.. '11oll ill on .,.......tage of o.he i1100<11ef 
)lr: V1~110S'. Yts. Tltat is as to thOtle paying n" intOint, bta.U!la 

1f you would takt- d•ficits in tht:re it would be ~I bing t:R. 
Mo. ~'o.mm11 I ohink I am do o.hat in ~~~ nut lew day .. 
Mr. \' n<M>l<. Thll would bo vtr)" helpfuL 
Mr. ('""...._ Would you bo !ftj'"nd to ";. •• us an id .. u to lhat 

now •• Jml~ i"Ubject to c:orreehon 
Mr. Fo.rrnor.a. lo .. -ould ha•·• oo boa p,..Uy rouj!lo ~,.,Mr. Coo~r. 

1 hln .,, idea 1 hat t1lt- income tax-you mean now m amount. pa1d 
by the 1'1i11"0Ad!:l tor inoome taxf 

~1 1. V 1NM.N. 'l1u! peroonta.ge; \'e5. 
.Mr. llu..a. .. 11u~ perc.-e.nln(r6 of Ou~ income. 
.Mr. l'••.r:rcu r.~. l"ho percentage of the inoomct 
Mr. Jln.t.. 'l'httt i~t, JriV(I the pC.rt.'tlnlng~ lh~ loti• I l nXl"H IU'(' nf I he 

IIC'I in(;'Omf.. 
Mr. F'l.tmrll f'.K. or ~all the railroods of lhe (.'0UIIIt•yt 
Mr. VtNI!OS. No· or th~6 h:t\1ing a net illC:Onu;. 
Mr . .,., 1m ur.1. No, sir; 1 could not flo tJuat; 1 am1'1tWry, T do not 

luu•t• th(• infonnMtioo. 
Mr. \·tsl!ns. You h .. , ... to n'(luct th.- rapilll-t~toc·k ta:c tn )lt"rrent. 
Mr. 1-"••::n-uflt. That i." _ ri~ht. h ioc a lilllt• too intri('81t> fot' me 

to an. .. .rtr f'fl'hand. btn 1 wiJI be \"er\" ,::lad tO ha~f' our t-s('""S 
JU'"fNU'ft that an•l fi~ it in U~ Dt-.Xt ~ oi- 3 day .... uh lhf" ('(M\111Utltf. 

Th" tbinl thin~ J .. ant to sptak about in tbat tontw"C'tion u. n 
th1nk. f'lltitlfd 10 deduction. jg tbt &IUOUJllit -.bifh Iff' Fptnt. by the 
raalroatll for nonpn"durtive improl'fnltnh 111 thrir propt:rt! rol'ftd 
b) pt.~bli(' authorilv. 1 hav-e in mind the_~ tbfo nfi'ri(Wiintv or oonj1__t\Kl'" 
an~ pA'WnJff'r Ftaiion& like the 004!' in Los o!\ogflt"'!' •·hi<'h the .f!il· 
f"(MM()A Wf"~ <'OlDptllfd IO c.'On~nact. Uude_r ordtr of thfl auth0t1fie& 

• t< 

. ( 
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h .. u,aiU •1>plr al..o to <rt!"' ('()Juid~rabk an1ouut. "'l>f". t m .,_, ang 
alona thear ra#(ht..~)f-"IY 10 many of tb(O uaunidpalau~ IL wouid 
appfj" tu a v-t:')' Ia~ txt~ut (JU th~ upend it~ fur arrad• ~I"'!!I.inc 
tbnun•Uun. • bunltn wh1th Coo.gt"ft!!8 is doing a good -ant to N'ht\f'> 
tb .. rail~d" f~f. r am ,.f!l .glad to ••· 

TI•~ fourth or theW' • ·h.cb I ba'·" in mind i..' ort(O whn•h i• • llule 
bit pK"uhar an• I ~ro"" out. of tht Catt. that. as 1 '&ida hu.lt whilf'l ·~ 
Wlfori.UOIItl~· ~oj pf:r'C"ffit. Of th .. nilro&d ntiJtage of th6 toUOir1 is I~ 
1h" handJ o/ tht roul"\ unde:~ing rtO~r.atic:.-n undt-r I'(<("UOu 77 
o( tht bankruptc:~· law. 

Tiu•l'\' i.s • tcm~·ing tNuleney ou the pa.rt. of C"Ourtc to mtnitft nil­
roads. nftc•r lh~y cmlNl(6 (rom one of these reorg&niution proceed~ 
ingw, 10 u·lwn,l " C'N'V'lin •mount o·f money in irldition11 and OOtlt-r~ 
mcuts to t tc pr"tWrty OOtore they are permitted to P"V the inlN'\'IIt. 
uJ)OU n number of .tho _inc.-ome bonds whieh ~re i.b."'"c.o.d fn t ltt' 1)l1u1 in 
pa·cx.."M.'I (I( rt."61'1Jillllt.Ahon. 
~l r. U u.1~ t fnct('r cha~ suggt'llfi'tion, you would have" deduction for 

100 J:.CI'(."t'nt. Of lbe 4.._,..,(.. CJ( f'f')>lllc.in~ till~ .&Wit.(b 11taud 118 lO whielt you 
,an~ an illuslrfttion a while agO. 

Mr . .Ft.r:l'('tan. No. Vie would not. l lr. Rill. 1 poL that in tht-re 
only to try to t'Onv-int-.. thf' rommittee or the extr'11ordmar1 p«uliari~ 
tieJ of the- railroads brought. aboot by the idiOtJVnc:rac•s of tbtir 
a4'C(lUntansr a)'~tlell\ ul\d('r tht: dirt'C'lions of the lnlen~tate C\lmmfrt'f 
ComrnJ!IlriOfl. They would not apply i.~re. I am talking about. my 
third gu~tifflt. whtrtt fiJOft\e publle authorih A!qUiJ'tlt you t~ do 
80Uiethin~r for the ronvt"nieMe of the publie or to add to the om• · 
menial IHtoo""' o! II"' land.ape. as they often d.o in llot ...,. o! 
railroecb. and il has- no fff('t'C whatev-er in in<'rea,..iosc 1~ raJirocul~· 
inrotnt. 

I know I f'lnnoc lc("'fl) you here. and I would like to ba,·e lhft J>rh·i~ 
lege, which wu ntrel"f'!(l nlft by the ebainnan. of fili1~g a tQII)I)ltnwrnary 
stal4:"mtnl. 

Mr. llrt.t- Ho"• murh lonJ.,"t'r would it take \'OU to flnh·h \'our 
fitMteroenl f • ~ 

~lr, Fu:o·coo••· Oh, T ohiook J had bolter quio. ~fr. Hill. I lrl" lo 
lxo t-c)u"'ic.IN·ntc t~bout thcf'IC thint:.,rs. • 

~I r. H u.a .. Yon will fin bill it for the record '' written ~tlllf•nwni t 
Mr. Fl.tm:'IU!It, A writ I en s ta1tement of 1 he oi her J>oinlto~ I w111n1 to 

mtulion, 1 will filll in the I'(IC(ard. 
Thf" CuAuuu.N. Without obj(octlon, they will all be in.Eerted iu the 

rt'rord. 
)lr. Fr..m"('"ur.tt. We ha,·e some ~1.1g~stions hery on thf> ,·erv itnr>or~ 

tant (IU('$1ion of dt\QI'feiiUion •~ applied to thht n('W bill. i'lwy art' 
not an uatl rtptlltlon hut alon~ tbt linH o{ S()lllf ar~unttniJII •hith 
l ,·tuturtcl 10 rn•kf' to the rommitt~ o~ be-fo~ a~ to ll1t inju~icoe 
whif'h is now impc)Al(l upon the- railroads in not allowlnu thtm to 
takt 1nto cor~t~illt1'11tion tht dtp~iation upon tMir ltoL."f"l tqUipnW'nt. 
That J .. -ill C"'ntt'tU m)'iltlf uncler the generowJ oltr or tht <"hair 
with fiJins,r '"a pan of m~· ~narks. 

Mr. lhu.. You m.ay hai--e that J)fnnission. Jud{(e F"ltt~btr. 
I wanl 10 thank you, Judgt. for your contribution. 
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('Tho ,,.,.,..,.t IOlbmined by ~lr. t 'letchn folloft :) 
It » ~ tML r~~uroa• t:a an1rtac at a4J.C.ed ,.,.. t_....., be Pft'­

•ltltd 10 dfdort ............. (Oir ~doll d4 ..,.. ... ftt,,....., CJl prep. 
f'MJ' U Jlf'O"ided beorteodotr'; 

(•I Wbfore pr"'C)tt1J'. IDdud.ln&: f'IQ''OlP...Ot. t.a "'na 01_.ttod ondfor an atTM­
IIIt'llt ,, .. ua. tbt O'f' . ..._... tbt"ff('.d', \be ~ ~u be eatUtfd to ~tDC't. a ,..111116lbtt 
aUvwaJk11 tor tbe t•h•tuitlOR. 'tlf'Mr and tear. anlt obiO~ ot liUt"b rote.p.­
t't"if, ,.oJtw b1 t'OIIrnu:t tM ~ ls obllpttd to P'!r to Lhe ......... •a<'tl an 
aiOOUDL •• addlt~ooal reDtal. ln wbt.eb e'~t thO ~NII<Ir ..,.II tM' ,., .. ._,., to 
nutko ICWh dedndiOO. <•l 'l"l»e atrl(lunt or IOIMM tDddt•nt to tho retJreo>~H or lfiai!N llro&>trt)'. In· 
(h.n11tlj( rQU!J~biA:•IIt, •• l)trmltted under rerulnUont I~C!II('tll:l«!{l b)' ltl •t Jnttor· 

11
ttttl'l (.t(wmntffi' OOnuniQion, llhlll be allowed u n tltochtt'tiOfl rrou1 tb41 ~ ID· 

C'(lJnct ut tt•" lt'lllltlf ~ lt'Met", u contf'ftt~ ma.)' provide. tt~tllroudJ b1u•e been aceroLnv dtp.redaUou oo roUin• •tock a~llloe 100'1. •.:r­
uoNh'u IHtdlf'l. botb trvw an encinoorblg t&.nit ~an aC'l"Ouotlnl vll"'wl)01at, have 
bl'tn mac ... and tbe lntl!'n.tate C<lmau!rt<e OommliAton lUt.t b1 orderw rt(•teut1 
lbt'll tho ratfl' ol cae.>redatloo 110 tbal ln DO t"tl'll wUI NIII'Oftda M l)ti'DliU~l 
or requtrf'd to cbara:e es:CMtt"e iNml Cor dt~Uou. 01.ut 1 rall.roada' IGfMI• 
.-Hl t• n:M~d attd equipment, udwslve ot land. wu IP&)I'(.«IIUlflt tA000-
000..000 at the flloll or Joo.f. while tor t.bi8: ytor ~ a.nn."Pte ot t.bttr dlar~ 
ror ~tloD ,n• but $1Si,OOO.OOO, or 1eet IA&o 1 ~t. of 1utb lD.,...IDl"llt. 

To ~~· e(OIIOIII1 1Dd f:Mdmq of operatiOOIJ ot tbe rall~de Ia tbe J10b11e 
··~· &IW .... t~ ot tWO Oc' IIIOI'e dllrodl ba .... la .. ..., l~ btft ~IM(J tO ""- OM ~ Siace the ....... of tbf. Tra.NciOtUiift Af1 
ot IIICO tiMIIt ...,_. baft beM ~ b7 l.be IDtt-ntale COmllllf'fft ~ 
alOft u4 ~UJ folloW tlte IUJidlte ot tbal art to pf'OGIIOtlD& toGIOUda"­
&!Mftlo proncttd tor. t:a61r I» ruB of t.bP lnterl(t.te ()ora •• ~ 
U.. ~ .... llld'ldt Ia Ua ~-- aU ~ aodudtac cMorfd,IU.. 
with f'MIIIk't. to tbe tea.ted propertk$ u J».rt qt Ua eoN. ot dofac .,.....,. ud "*'*' 6IIfUH lholatd propt'l'lT tJe. dedacttd from ere-~ Ia C'OI»Pt&l11'lC 
adJu•ed net tD«at. 

·n1e C>wo>u><. 1 want to - if w& cannot get lhrous.~• eorly 
comorro¥.', W'e will ha.ve h&.lf a. doten or 10 wit.nellltl. The oom­
mHtoo will adjourn now, and, if agreeable. wil1 001\\'tlll' at 9:80 
•• 111, 

\
WhN..,upon, 11t. 6:<LO p.m., tl•• committoo odjournoo until 9:80 

o'e oc_k o. m. Apr. 4, 1986.) 

)( 

• 
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U -,..\able \bat a altlo froa a ce•ral "-"loa of OblDD• a 
••-l o ... ••\uJ' llftbl•o tbe prlDOlpal o'b.)eou .... of 1. p, Clben• a 
-'-• YhU h tau....,. for the dhpooal of ad41Uoaal alhor t4 the 
Oal\M Sta\ao n taNo wbl ob woal4 'bo adYDDU,.OUo to 0111•. 

34 

Ia •••l4arhc _, .all propoaalo U woal4 - to 'ba tba ol·d7 of 
t he fl' .. .,. ta ... _,. , • ltboat \ald., a4•aat&l!a ol CblDO•o eituaUoa, 

to - u-t Uta ,..._,lou aoa&ceota4 "r• 1Nt'aall7 act.all\apouo D114 1a 
aooerUMe .SUI 1M CIMral pr bclpln of tho dhar pollo7 o1 U.o ODlt .. ....... 

It- ....... a __ ...,. ..,.,..11e7 booh ClbiD& baa a .. ar 4aflalto17 
ota\M ea.W bH _....., .-14 bo llaat to p14, ether, the pout 
t\arll .. , l 1 no ,.., 01' Valtat Statal 41ollar . so .. ftCil• rwforeoon 
ba .. bo• .... 1lir l'allc IMI he h par\lal to U.a u oa of olhlll' ao a 
.... ...,. .... erw, or la .... l4lar7 ooiMce, llot • .. _,_boo baaa 
cifta ao ta 1M _..., olhw rill aotaall7 plOJ> lA tbalr tl•l ftrl'tlliD)' 

preci'M. ~ lO .. .... , , ....... ,., \bat a t Uaa tiM Clbi• ..... OD a 

....... _,_7 lladt olle •• rilll., \a oall all U.a other l a 11M _...,. .,. ........... --1' .. , • .,.. ....... ,.. ... 17 .... tba ;; •Nl 
at J.et ...... , .SUa Uaa P"dbl1U7 tbal -·a •1• ~ baft Maa oridM.ll7 
..... , ... bF Ilia. ftle;.,on, t ho Valtat 1\atn !1 r • .,. , ta all prellabl1U7, 
rill acata 1la ...... , .. ta puehaoa ollftr, •• Ulo ahl-• ooaUaall 7 patat 
oal l)la -•et• fer l•rnrl., t bo daa of thelr otabllluUoo f1aM, Dll4 
ao tllq apparaall)' _, olltah a lo .. for l llh parpo" troo hal ... , tbo 
• UU•Uaa of Uaalr tlhv lo Uaa oal7- tbo7 baft of o'b\alDliiC f&rilp 
ow ·ace \a bohiOI' U.Olr otalltl h a U oa flaM, 

a. foll..S .. en Ulna •Uiotla b7 tr11loll tbo Cbl•" ~ lMI allh to 
lltlll" Uaa ether la Ulalr . .. ...,. 071 ... to obtala foralp tu4at 

(1) 17- "'" ... ' aalo of alhar to tho Oal ta4 S\atn oltbar at tba 
..,., prtao, ... lt .... tlllo , a t a .-.1• o.w \ba ..,._, prtoo . Jf t)la 

f1'1a •1 •-W ta - • a pom:MM al\boul a 4efla1\a ...._.'*"1 f._ 
ru- ......... ollwr ., 1_, ... par\lal ..... of her ... , .,., ,.... 

oorao U atclal .. n 1lo )lalt \bel" lied aotull7 4...,.a the .... of 
ollwr 111r x r.,.PDI-' aooloUac tho larpot oU"r ue lac owatrr of 

• 
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tile .. r14 to 4 .. er\ U.. uoo of olh er aa a .... \arJ' bute . If ObtM acn-e 
to • latah Ollftr la ber ... \arJ' .,."- lD at looa\ u.. ••o pi"'JOr\loa 
•• tllat aata\alMA b7 \ba OaHo4 1\ataa, l.o. a~, tiM oa1\o4 1\atoo •lc'lt 
uD4ortolae ta PQI'Obaoo tbo no .. o onr thle proporUou Ia ol'4ar to pro•l4o 
Cbloa wltb full4o to MlD\ala tbo .a1ue of !lor CNJ'HBC7 lu forolp .u~te\t , 
1\ h 4oubUul \bot OblM WO'Gl4 be pro-pAr .. to Mite a117 ouob a,cro•oat at 
tho pr oooat t l• a aD4 OAT ... fflclal UA4orotan41ac of \111• Mt'Gro •1Cbt ..., 
oul\7 bo bNkoa at •- fume tiM a.dor \bo nn .. of otreoo of olro­
etaaeu . 

(ll) !bo OaUo4 1\atoo •1p\ acroo to .U:. a looa to Cbha aplaa\ 
ellnr o\ U'01llld proooat pr1c", tho l oaa ta be llU14oto4 b;r tbo oa1o of 
tho ollftr 1u c .. • of -4. hob a lou..,""' aaallT tan out to llo 
aothlac •ro thaa a Uno\ pu.rohuo of dhor •• lt oouu pro•l4• Ohha 
wltb an oxou .. for 4lopaolllft of tbo other lit plou1ac l aolt of full4• to 
ropji,F the 1ooa. Iu tbo oaoo of a l ou tbon wool4 arleo tbo 41ll••Uoa aa 
to whe ther or aot par\lclpo\loa 1u noh a l oaa .,.1111 boft to be offoNA to 
tho o\blr -baH of Ulo Cb1Moo oo-rU•. 

35 

( :S) A \blri Mtbo4 wo1114 bo aa ac,_a\ ll7 tb o o. s. ~-, to 
puohaoo J'UII fi'M OblM h ·~tor 4ollaro ap to -• f1so4 ll8lt 
..tlonnor Oh1• no h aMA of f orol p onhenc• . Oblaa wolll tl ol81ll '-uel7 
• " to HJIIIU'ObaM thooo ;ruaa at t ho •- rata for foner4 4olhor:r aa4 •• 
eoourlt7 tor the fllltlllMat of t.hooo ncbaii&O ooatru\o aa oqulftl .. t __ , 
of tllftr at ourreat .,. ..... ula bo tlLnlollft '117 Obha •• collateral . Upaa 
a 4-.llA bolac ..... oa Obl• 117 \bo Oalto4 ltatoo for \bo roparobooo of t11o 
:rua tho Ohla .. a oonl4 oltbor bon to furalob tbo 4ollar Ollllh al .. t or 
c\borho tbo Oal\o4 stotao ta .. n ootfloloat oU nr la or4or to_. up 
0117 1 .. • oa tho oolo of tbo ,.... Ia \blo --r oaoh\aao oouu be choa 
to 0111• oa tbo buh of OUl"HDq o"-bll1utloa rotbor \baa t.h,..P tbe 
porolla .. of ollur. .t.a lllportaat footun of tb1o tr-Uoa lo tho\ lt 
W<OU14 ~l O'blaa to rotala a 41""' lateroot lD ollftl' 4'llO to Ulo faat 
tho\ 1f u ,. ....... .., to ooll OAT of tbolr ollnr oolla\oral a\ • l o .. , 
owl11C t o 0 4oollaa lD tho prlCO of dlUr t nab 1001 WO'Gl4 be llano ll7 \1108, 

• 
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1:11 tho pa,ll't ~~~~mth , Uonkin& ntnooell<l a lull 1n ito poU­

U.U at:ooo,,h.,.o, 1nternall7 a.n4 ortoJ'11&ll7 . :ho loa& talkecl abCNt 

.......... ,. llttlo 4e ... lop:oent. .Ut~ oono!4es1>le no;.-ot!&UOllo 

aro atUl ID1n& on ooncllr!l.I..D.a thoH two "-' o~tant caooo, !t afford& 

""17 little hope of any mul<ed prou••• 1n tho naor futuro . ~;o.,...vor , 

1D a rooont aur.oy ~de bY your aaont , eaae Ttry t.portant facta ha~• 

boon oocurod from authoritatho oourooo and aro out11ned 1n tho fol-

lo•1n&· 'l'booo t'aots, it 1o bol1o'fo<l 0 wUl Pla7 not on 1no!¢ficant 

role 1n ahopiJl& China • o futuro 1n t !Joe to c"""' , 

COllfarcca hol4 in ,;o.uJdn& hot ... on General Cbi&n& l:ai-l!>ok end n-• 

.&rita, UDtil roco:>tlJ Japan• e Al:lbaoMdor to Chino. 1ih1lo tho con-

tonto of tboir talk haYo b$on kopt 1n obooluto aecroc7, it woe learned 

troa rol1oblo ciroloo, both amona Cbinooo and J'eponoso otticialo , t hat 

tbo!r tolk 41d not mko any concreto b•4•¥ 1n no 1ae>rov.,..t of 

(;1no-J'apano H rolaUona, JCr , 4%'1h bao bo., baa><! to haYo r-..k..S. 

to bio J..-noao calliM .. oa after tho ocnforenoo with Ch1&Jl6, that ho 

hod ...... , poor ~roao!on of tho aenoralieo,.. , In u. o;>1n1on, ho 
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tbat ;rapan should adoph a atronaar policy to~arda !innldng, 

On tho part of Ooneral Chiang , ho baa r ound tho new ;ra,pan­

eao Ull>aase.dor•o deca.nda ~oseiblo to acco,>t . ..1th Ur . !Urote.•a 

fUCD\111 throe point pol1c7 aa tho basic prinol»lo, u-• .lrita wanted 

a.n indape:tdont rogima tar ?iorth China ontiral:y oopnrato boca t.e.nlcins 

aoonomicall;y , tinanciall:y aD4 politically. Ha wanted it !lOt onl.y 

in tact b11t also 1n IIUIO. It Chiana should accept Blloh e. proposal , 

ho will havo to rank hl.maol.t as traitor number ono in tho oyoa of 

the whole warld . Ttia he cannot do , tor he dooa not want to •looe 

tace . • .u Cenere.l. Chia.ng 1a not ready a.nd courageous e.noag)l to take 

~ a.n a=ed rositstance a&a1nat ;rapan, a1oh negotiations will probably 

'be shifted b-am Nanking to Uorth China, where the local authorities 

auoh as General suna Chah-y\la.D and Ga.naral Chin Tab- Wnll1 will bo au­

thorized to carry on e.nd f ind a for=Dla to aatisf y tho ;rapnnaoa . 

In this way, Ganare.l. Chiang will not beTa to face t he responaib111ty. 

fl"orth Oh1na Lacdera and Uanld.ng 

The ralll a ttl tude of tho north China loaders such aa General 

SUng Chab- y\la.D , General Chin Tab- shun, Gonaral Han !'11- ohu aD4 other& 

towards 1e.J)all could be bast illustrated wit h a recant stat~t ca.da 

by Gan.mll. Iaoga1 ( ) • until racentl:y 1ape.neae mllite.ry attache 1n 

Jl 

China , 1lho r-rlcad that attar hie t r ip to llorth China, he waa hrribl)' 

dhappoint ad with the ata te or aff airs there . Tho Chinoao laodora t here 

e.re at1ll running North China according to tho "Ubaa of lla llktna oonrn­

IIIBnt . He bal1nad t hat strong ponalizina -wr•• should be a,ppl1ad 

to ouch - u General ~ Obell- ;yuan, who ow t heir phonccan•l riaa \o 

I 
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tho booking or J'apan• a military. Tho reel. situation 1s that theeo 

un, although onti• Chians Koi· ahok, still lieton to their loader 

Qonerlll :rang lll· hsian& who is now cooporatina with the $enklns SJ'OUP• 

hey are maiJltainina triondly re~Uons with the J'aptineso m1l1~ary 

•tare p;rU:arily to preeene their om. etrtlllFh and position. tn 

case Nanking adopts a re&l anti·J'apenose attitude, they are quite 

r aady to tight tor tho notion. att it Nanktns continuos the week· 

kneed policy, they eoe no roaeon why they could not •sell out• to 

the .rapaneee thauebea inetee.d ot 1101 tins to be •oold•. 

'l'he North China leodero han in recent U>nths J:lllintained 

a close contact with t:r . Ru Han-min and the Cantonese clique. Both 

parties exchanged onvoya. It soem.s that thoy hove found at least 

one thing in common, a •disapproval ot General. Chiang's toreisn po­

licy .• It is believed that it the ,>a!Jlcing-CG.IIton ro,pprochamant doaa 

not succeed soon, the l1orth China leedera will Join hands with tho 

South in a strong d.anuncie.tion ot lianking. 

Recent S1no-1apanese Digputee 

In Tiewtns aeverlll cases ot Sino-J'apaneea disputes one can 

eeaUy tall that the tlanklng authorities are atill ce.intainina a 'f&r)' 

weak polio)' to-.rda J'apan, 1n spite ot ell aorta ot propaganda tor a 

"holy war" . 

(l) .r~an has made no repl)' to llanking'e repeated protest 

apinet illesal and unautborizad tlight a ot J'apaneee mUitary planaa 

in l<ortll China. .rapan .. a plan .. continllad to ny 1n total dianpr4 

ot llanlr1ns• a prlftaata. loanklns ~11\ns i.nacti'la and haa not oania4 

I 
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out t he t llrHtened measuree to check t haaa llle~ tlighta. 

(8) In spite of 11!J)an' a assurance to help cllaolt l!t!I'8Sl1n& 

of ;rapanaea good a 1n l!orth Cblna, m:;uagll.n& oont lnuas under J"apan­

••• auspices on an aYan larger scaJ.a 1n the paet two weeks slnoe the 

S1Do-1apa.nose underatendl.n&. IJanklns llaa done nothlllg to r-=-dy 

the sit uation for rear of further ;rapcneaa entanglements. 

(3) A ;raponaaa spy was arrested 1n Kianasi recentl y tor 

conductl.n& espionage work ar.ong t he Chlneae &1'1117· .u soon ae the 

;rapaneae l earned ot the arrest, two gun- boat a ware aant there and 

aenral unreasonable ds:anda ware proeanted to the Chinese authori­

ties. Theaa 4.-.nds requiring imnedi ote r elease ot the spy, apoloQ 

by Chinese authorities, etc . ate . The 1aponaae further stated that 

unless all thea a demand a e.ra fully carried out 1 1apanasa lliiU'inae will 

land in J.rriQy and taka possession or the i Bland w1 thin 24 hour e . ~e 

Chinese authorities , after coneul tlllg Oenaral Clli ang, accepted all the 

Japanese decanda and oloaed the casa. 

(4) Draatio oeasurea ha'f8 bean applied by Cll1neea authori­

ties 1n Paiplng and Shal~Slai , accordl.n& t o tha inotructiono ot Oeneral 

Chiang, to auppra ae student mYecenta in t h eaa two cities. ..t udant 

aociatiea lla'fa bean dieaolYad, leaders arrested, aoti'f8 etudanta ax­

palled tram t h eir collagaa, and in J118D1 casaa SOliiB teachers Who are 

~litbatio to'IIIU'da t he patriotic J:>OYecanta ha'fB aleo bean cbor ged 

with baing communiata. 

w!lioh publ i aba4 ant1-1apanaae literature ha'f8 also balll atepandad and 

their editora arraated. All thaae stapa ua taken slJ:;>ly to eatiat'J 

1apana,.. wiabaa. 
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A.ccordillg to latest ini'orcation tJoom e. reliable 80urce, 

the prospect tor the lourtallced ot l•e.nldns-Ce.nton rapprochcent 

will not be an il::u4iete success. The officials around Ce.neral 

Chiang Kai- shek do not want it to ba realized tor tear their interest 

will be affected. In case tho cooperation is successful , General 

Chiang silqpl y baa to withdraw his men tJoom 88'1.-llllinietria a eo •• 

to Cllko rooa to place eome of t:r. l:U Han-min'• J:en in the go'lern:::oont . 

Thh situation 1e mat General Chiang' a men are e:ra.,e.ly concerned 

about . ?or t his reaoon they a.re doing e'lerything to prevent the 

rapprochement f rom mat erializing. 

On the other band, Llr . Hu Han-min • a aubord ina h e do not 

want to sse their leader in cooperation with Ce.norol Chiang except 

in patriotic principle• without political conditione. They want to 

malce Ce.noral Chi&n& promise dsfinitaly to 'ICcete aenral gonrlll:lllllt 

m1n1strioa for their man to occupy. For t hi s reason, t hey l ikewise 

want to hold up the •rapprocheoent echemo" until auch a bargain 1a 

actually transacted . 

In t he li&l>t of the foregoing in~or-:ation , we can eaaUy 

l::agin• that t he rapprochecont between .;ankins and canton will be 

at 1ll a rccote affair . Oensral Chiang liai- ahek' a attitude could be 

teen nth the teet that as soon aa Dr. ll'ane; Chuns-hui , until rocently 

Chinese jurist el. the IIA<.'Ue Court, arri'led in .,hangba1 on behalf ot 

the Sout h, he lett hurriedly tor Fan.;h•· That allowed he •• r e­

lunc'-nt to - the aouthem envo~. J.a the Wbola nation attached 
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great hope on Dr. i'lan£' e via it, be to\lllcl tho s1tuat1on eausecl by 

oenoral Chiang• o abeenea trca 1 anlctna ~:>oat eoberrassillg. Ha tbero­

tore hac! to enter the Country l!osp1 tal under tho pretense ot baina 

e1ok ill order to 118Ve hi s teca and al.so to more conveniently wutob 

developmont e . Now General Chiang had ott1o1ally requested Dr. Wane 
to come to Hankillg on AJ!r1l l at to t el.lr. over the s1tunt1on. But 

the ruult boa been tound to bo nr;; vasue. ':ial.l- 1ntorme4 c1reloe 

in !.e..nktna believe that Gonaral Chianc will plo:f wit h Cant on unt U 

attar ba 1a elected the Firat Constitutional Praaiclant ot the Chico .. 

!lational Co're=t th i s Wictar , then ha will nesotiate with the 

.. outb. At that t ime ha will ba ill e. stronaar and mora te.vorable 

position than as at proaent , lie doe a not wish to pemit t:r . llU 

Han""'lin tho opportunity ot oompoting with him ill the tortheoming 

proaident1al olect'ion. li\1 'Ifill ate.ncl a better chonce than Oblong, 

1t givon t he sa.t::o opportunity . 

Tba activities ot J.:r , llU Ean-mn•s group and that ot the 

anU- .rspe.nese groUP will ba raportad in a separate oecorandlt". 
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46 
Apr11 6 , 1936 

HU,Jr. was back a t his desk tod~ , having returned yea­
~erda3 from hie vacation at Sea I s l and, Georgia. He conducted 
~he usual 9 : ~0 group meeting. 

He told Gaston and VPham tha t he would 11ke to collect 
the various epeechee which have been aade by critioe ot the 
Adm1nis~ration on its t1nanc1ng policies. He mentioned 1n 
particular Mr. Hoover, Sloane of General Uotors, and Se~tora 
Borah and Vandenburg, and cited, as t he beat example he could 
give, the speech made by Senator Borah wherein that gentleman 
bed said he was tor sound money and to which an anor.er wae 
made by the New York Times 1n a very good editorial. HU,Jr. 
wants answers to these attacks prepared and on hand tor reference 
purposes; he sai d he d ld not want to wait until the heat ot the 
campaign and tnen be rushed to get the mat erial ready. 

Gaston gave the Secr etary the draft ot a proposed Treasury 
Department pr ess release whlch had been suggested by the State 
Department . It concerned t he visit ot tne three Chineae 
bankers, K. P. Chen, Y. C. Koo and P. w. Kuo who are in tnia 
country t or confer ences with the Secretary at his invitation. 
The draft contained tnis sentence: "The conversation which 
was held r elated t o financi a l and monetary matters 1n general 
and, in parti cular, to possible readjustments 1n ccnnection 
with outstand1.ng obligations ot the Chinese Government held by 
agencies ot the United States Government.• HU,Jr. obJected 
etrenuouslY. He sai d , 1When I t ake up monetary stabilization 
with a country, I do not want to diseuse witn that country 
anything else. That i s t .ne onlY ws:s that I can work it eo 
that Hull w1ll l et me handle these financi al matters withOut 
interterencs from the State Department and in this way I will 
not bs treadi ng on their t oes . I want to make it very defin­
itely clear tnat I w111 not discuss ' cr edits' with the Chineae. 
I will only discuss monetary stabili7.ation. • 

It was agreed that t he Treasury would not use the State 
Department's suggested press release . 

HU,Jr. asked McReynolds to get t rom Harry Hopkins or Cor­
rington Gill data along the following l i nes . He wanta to know, 
ae of ~ch 1 or tor as many months back as it 1s poeaible to 
gat the information, how many people had J obs under the Federal 
relief program, by States; also, how many people in the States are 
on home relief or any other kind ot relief; i n othar words, a state­
ment ot those on relief, within a State , classified aooording to 
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the various r ecognized t erms ot relief. He said, "I wan~ 
to follow this t h1ng througb to know whether the unemployment 
aituation ie ge~ting be~ter or worae.• He said he realized 
it wae a difficult Job to ge t this information t ogetAer and 
1.bat these are t he sort ot figures that Harry Hopkins does 
not want t o give out , but he would like t o have a prol1m1nary 
report by tomorrow morning. 

KK, Jr. asked Kr. Bell 1t he knew how much Harry Hoplt1ns 
and Tugwell are going t o be able ~o get along on be~ween now 
and JulY l. Bell said he would get ~e figures tor the Sec­
retary. 

He also asked Bell tor a list or the impo~ant legisla­
tion now pending whi ch oell8 tor appropriations over and outside 
ot the Budget and said he wants to work with Bell on the pro­
posed bill on reduced borrowing power. The latter was recentlY 
eubcitted ~o t he President in memorandum form. 

HU,Jr. sai d he had r ead an article, either in TIKE or 
FORTUNE, on Anel1nger and hie dealings with the Racing Com­
mieeion during the past two years . He sai d the story had 
not g ive.n credit enougb to t he Treasury tor its accompl1eh­
mente and,in fact,pr eaented a rather weak picture tor the 
Treasury . He asked Gibbono to give him a report bY wednee­
d.ay morning, bringing him up t o date on what we have done with 
the Racing Commi u i on. 

Governor Uyers and Taylor and Bell met with the Secretary 
to diecuss the Farm Cr edit Administ ration's refinancing. A 
1o-20 year bond at OOt was decided upon. Uyer s, while he wae 
1n the Secretary ' s ot t1oe, checked t hi s with Cr osby in New York.. 
(Croeby is aasistant to Dunn , who ie fiscal agent tor the FOA. 
Copy or the conversation i s attached.) HU,Jr. also checked 
it w1th Burgess , who approved the terms. 

After Myers • conversation witn Croeby was concluded, KK,Jr. 
eaid, •we will t ake a vote and l e t Myers know.• The vote wae 
one-halt or them tor OOt and the other half voted tor 001. 
Taylor called Uyero and sai d einoe it was a so-so vote, t o go 
ahead with the price ot OOf. However, Burgees t elephoned the 
Secretary not knowing he had lett the office, and I talked t o 
him. Burgees said that since t ne vote was so close he felt 
1t would be taking a chance t o have t he price at 09t and said 
he had, t herefore , changed hie mind and would prefer OOi . I 
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then telephoned to Taylor who, 1n turn, got 1n touch w1th 
Uytrl , b~t it was t oo late to change the pr1ce beca~e the 
otter wae already on the wire. Te,ylor telephoned B~eu 
and after their conversation wae concluded he called me 
back and reported tnat he had ccnv1nctd B~gese that tner e 
wae nothing to worry about and ea1d they had bot~ agreed 
that 99t woul d go over. 

FCA tode,y gave the f ollowing 1ntorvat1on to the preee: 

"Announcement Y&e made by Gowernor ~ere 
t hat $185 , 000, 000 of 4t percent 1nd1v1dual 
bonds of the Federal Land Banke will be called 
t omorrow, Tuesde,y , and U. 11 cont emplated that 
a new i ssue of $180, 000,000 of consolidated 
bonds of t he Federal Land Banlta will be offered 
to the puol.1c on Apr11 a. T.lle new consolidated 
bonds will bear 3'/. 1nt eree t and will be callable 
1n 10 yeare with a maturity of 20 years . The 
called bonds will be refunded w1th the proceeds 
from t he sale of the new 1eeue and w1th cash. 1 

48 

HU, J r. t ode,y asked Dr. Viner to be here on Thursday to 
d1ecuae countervailing dut1et because Viner has made exteneive 
atudies on th1s subJ ect and ooneider a himself an authOrit y. 
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fe. I. 
MYers : 

Crosby: 

C: 

II: 

C: 

1: 

C: 

Hello, Crosby? 

Yes 

Monday 
April 6, 1936 

We've checked all the - Y around aoo ninety-nine and 
a half l ooks safe from here. 

Yes 

Do you think you can do it? 

4S 

Well, I want to go back 1n you see I 1 ve been 
out of the room While they ' ve been talking about this 
thing and I want to get the feeling - when they first 
started the older beads , - I mean by that, Sylvester 
Brown-Harriman and dri swold thought that ninety-nine 
and a half and the others said they would rather have 
a ninety-nine and a quarter but that they thought a 
ninety-nine and a half would go. And Walter Sargeant 
started around the ci rcl e to con.firm that when we 
were 1n when I left. But I' ll check back and 
we ' l l go ninety-nine and a half if they all agree that 
it wi ll go at that . If t here seems to be some con­
siderable doubt I may call you back again. 

All right . 

Yes 

O. K. 

All right. 
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Operator : 

lion day 
April 6, 19.36 

Senator Byrd is driving in from Winchester this morning 
and he hasn't reached the office yet. 

!llfjr: Will you leave word I called, please? 

Operator: Yes , I will. 

lllfJr: Thank you. 

(Long pause) 

senator 
H.F. Byrd : How are you? 

Hlljr: Hello, Harry 

I haven't heard from you for a l ong time. 

lllfJr: Well , you know, I've been sick? 

B: Have you been sick? I knew you'd been away, I didn ' t 
know you had been sick. 

Hlljr: Yes, I've been sick. 

B: How are you feeling now? 

Hlljr: I'm feeling pretty well - I don't feel as though I 
could go out and spray an orchard all day though. 

B: (Laughter) Take good care of yourself. 

Hlljr: Yes - Harry, the reason I'm calling up - yc»r m.an 
Brown, Brownwell, or whatever his name is, was down -

8: Brownlow? 

Hlljr : Brownlow 

8: Yes 

HliJr : - was down here talk1ng to our people about this bill 
that we have to coordinate all of our police activities. 

B: Yes 

I!IIJr: And, as I understand it, he's very much interested and 
I believe that Doughton took it oTer to you. 

B: Yes 
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BJIJr : 

8: 

BJIJr: 

8: 

l!J,Ijr: 

8: 

B»jr : 

8: 

Blljr: 

8: 

li»Jr: 

8: 

RIIJr: 

8: 

I!IIJr: 

8: 

-2-

I f :you think well or it and it Brownwell thinks well 
or it - It 1 s something which I think veey bighl)' 
or as a move 1n the right direction - cansolidates 
five police agencies all into one. I think we could 
save money and I know we would be more efficient. 

Yes 

And I want to let you know that I was personall)' 

Fine, Henry. I haven't bad a chance to study it yet. 
It's before the House , :you see, now - ? 

Yes , but as I understand it Daughton brought it over 
to you. 

Yes , he brought it. Well, he - I thick he wants i t -
to have me to look after it in the Senate after it 
passes the House. 

Yes, well, i f :you look at i t and do think well of it, 
I would be glad to d1 scuss it w1 th :you. 

Fine , Henry. I 1ll get the bill and study it - I 
haven' t had a chance :yet 

If :you'll let me know and I 1 d like t o discuss any-
wa:y with :you the wor k that :you•ve got. 

Oh, :yes , I'm willing to do t hat . 

Because I• ve given it a l ot of time and a lot or 
thought 

Yes 

And it ' s something we ' ve got to do and I 1d like to let 
:you know that I ' m ver:y ver:y interested . 

As soon as we get our ideas a little turther 
advanced I 'll come up and see :you about it. 

Well, if we could have lunch t ogether and talk about it. 
Because, it ' s something which I know we can help and I 
want to let :you know t hat we•re going to put ourselves 
at :your disposal. 

especiall)' like to have :your advice. 
And Just as soon as we get a l ittle further on I' 11 
give :you a ring and we 111 have lunch together . 

52 

Regraded Unclassified 



-3- 53 

miJr: P'1ne 

B: All right, Henr,r, take good care ot yourselt . 

HIIJr: Thank J'OU. 

•8: Goodbye. 
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UVBNUB ACT, 1936 

MOirDAY, uan .. e. teae 

Boo. 0P RuRUL"TATI\'IlJ, 
Co~ ox \VATS A.ND Mr.ANI'I. 

Wa#ltiii!Jilm, IJ. C. 
Tho-=!~ "* at 10 a. m., Hoo. Robert (,, Daughton (<luoir­

rullll) pMdiJia. 
Tho Oa.uaKAif. ~ comml~oe will b8 in o..Uer. Mr. Coopfr, a 

UHIIJli>er of the commtt.Uoe, bas Just kindly lwlded mo o. copy of tho 
Wuhlngtclo Pelt of April G, loda~, one of the btadlinoo being 
•A. A. A. Beuell~ Plo~ts Rangmg up to Million• Ll.tecl by 
Wallue", and ., forth. Tbe stor7 goao on and in the &rot column 
it il to thee~ thet Chairman DoOghton, of the W&Jll and Mtan.t 
Committee, l&ld t.ha~ the hoarings on the appropriation bill wiU 
opoa ....,. time t.hlo nek, and that on• of the witn..- to be , .. n .. l 
In ou.cuti" ,...;.., iJo trPected to b8 B&rTJ L B opkino, btad man 
of the ~ ..... relid oet--up. 

Of -:-, tbtre il not a wOI'd of tntth in that, oo far u I hno 
any bowledC" of it. I ha" &n&de no COII\IDell~ to anybodr in con­
~ with t.hlo m.attu. Tba~ iJo a subject matter that 11 in obo 
juri.tdktion of the ApproJ!rial.iooa Conunot~<>e, and with which our 
commiueo hu nothing to do. Why any man who iB •DIJ>IOJ«< •• • 
oenpaper writB woUld write such stu!" as tb•t is 1nore than I 4-'nn 
poooibly .........,d. 

A nnry -bling that appeared in the New York •rim .. concern­
ing the matter of o. hearing to tho Unit.ed States Chamber of Com­
-; that the~ were profeoting becau.ae the;r "'""' being denied " 
bearing. Tbat 11 abeolutely ridteulous and without one IJCinti II& ol 
foundo.tion. It ilo re,grett.able that such a story go<'8 OUL to lll(' rnohlic 
- . thit committee. We~perfeetly willing to oo helu ruponsible for alluf our""" 
-, bot - for matiere for whieh there iB no foundation. 1 am 
oore thol moot of the newep•l'"': men not only do not ••Pl."' in 
the wri~r of art.ielee of that kind, but do not appro•• thom. 

I..., eay t.bat, _,...ny 'P"Iring, I bo.•e o.lwaya had not only 
fair bat •--lnetmei>t on the part of th- membtra of tho 
preaa whO ba" o.tttJoded our procadings and writttn litem "!'· 

The lint .m- on the ealmdar this morning is flon. I rrman 
Oliphant, ..,era! COUMfl, Treasury DeputmenL 

I """ IIII&'Mtfd in-h u """"' ID<'mbtra of the Bon .. are 
ben, who wlah w !ea.., u t.~rlr u .,...Oble m artmd the ~0111 
elt!M HR.~ in the dar._ that we wiU eall Mr. Oliphant lattr 
IIIII .._.1M .,_..... of the HDUo &rat. 

'n. lnt wi~ Ia the HODoro.ble Wri.ght l'otman, 1 
••; lo&lft Ill from the Sto.te of Tuas. 

(',ZJ 
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STATEJIEJIT OF BOll. WlUOHT PATJl.U, A lUU'u:sEIITATtvt Ill 

COIIORESS Fl!OII THE STATE OP TEXAS 

Mr. PATMAN. Mr. Ch11innrut llnd
1 
mnbrn~~ 0~ t.he QOI~~~~it~et: 

1;-irst I would Uke to sugg~t a. way ": Jere Y lB J,Ll ney can uu rtu.ie(J 
without. having any tax btU ·~ all, af tho eonumUee wants to. httr 
.,. on that. rr it doe~ n~t destre to btor me on. that, tben 1 will 10 
to the qutstion of ot .. ndmg !be l!ropooecl tax b11L . . 

Fin;l. I uy that the tax bill IS noc. ,_ry, Wttb 1d\o 1'>1-1 
to the Ylluo of $10,180,000,000, .the Iorge~< fl!'ld l'tSUT11 of ony 
country on t~rtll uow in _poooeo!!lOD of tfio Umu.d_ Stotts, and the 
title to it in tl•• 'United StatA>s G<>vcm'!'N)t, ~bat •die gold. ahoold 
bo used, within reasonable boun~s and l111;utat1ons, tor tlH) llfluant'tl 
of GoYernrneni cr«<il, untilthnt 1dlo gold 18 usod. 

Alter it. is u~o,OO, then, H t~c~ aro nooc."Fary, le":y ~he ,tues. Uut 
I do not think with oil o f thiS 1dle gold um!Oild, 1L lS r•gbt to levy 
any sort of tutt at oiL • . _ • • 

But 1 pmun,. that will not be go•en much COf\Slderot•on by th11 
eommitt .. boraUJO I und....und tbe subcommittee baa alnady made 
a roport 0:, a tu bill and I presume it wil! be ,_ry for !"'"to 
diBouss it, unl- oomo member ~f t!>e comm1UA!e •-anta me to d....., 
the subjaet th1t 1 am now menhonmg. 

Mr. Vt.'iSON. I ku,)w that my fri(•nd from Texas underst1nda the 
m•nner in wiJit h 1 ht~ lrgishu h·e po~·er i.s pnr<K;Iffi out to the .v•rioua 
l.'(Jilllllilte'l.'li. I r~l .,ure thnt. h<! wiiJ ngroo Wltll mo thnt. thas t.."<lm~ 
mitk.'<l doe~:~ nol Juwc jul'isdiction of the u1at ter of eurre.ney legi.8.1ation. 

Mr. PATAlAN. r thoroughly agree wilh the g('ntlemao . .Out i( the 
\\,.a ~·:t o.nd Meall.IJ Committee laUed to pasa a tax bilJ, iL would 
~9 the oth..-r ron\mitl~ to aet. 

Mr. Vl!<lll)~ . Do you not think that is I function for tbe D ouael 
Mr. PAnu~. I •houtd say it. d; ~ 
Mr. VJ:NiiO.S. In other words, it i8 oor duty to report. reHnut 

meo<u""' to the llou,.. U the Housed- not 1106 fit. w I>IJO! them, 
that is IUlOlh<'r •Cory • 

.Mr. PAT)IA~. t~~or t hnt rcasou, I wi11 not discuss tlutt. sugption. 
Tim Cn.Ant~A:t. At this point. tlu;~ Chnir would feel it lull duty 

to stllt.e th11t. in n,t. connection that. other Mcmbe.rs of tho llouse •nd 
utber Jl<'Oplo who ore not Members o[ tbe House have requt>ited an 
opport.unny to ~ lu-:ard on matte~ u.ol"f!lat.ed to the subeonunitu~'• 
rtpo<l onth•I""Jl'*<ltu bill and tbtv bOYe been infonned that tht 
tommitt~ 1aac ·l~it~l to confine lhtf!li btarinJ."'' within tht iCOpt of 
th6 wboommilt'-"t!a rfpor1 on taxation. 

'llr. CIIO-.,.-tnk. I Y.Ould like to ac:lc: one que~t~iOtl, Mr. Ch.ainnanJ m 
relation co th"' ..tate>ulNU lhat. tho ~llll~uutu from Tesas haH JU~ 
made. 

To wh~t. tlt•~-tree i~'~ 1hn1 10 billiou dollnnr--p1us obJignted .a1 1he 
present. tun(l' . 

lfr. PATi\L\.N. h j, not obligutod at all, except in this w•t,t that if 
the gold i, """""'' to ... we trade boiJ!n..., I think tbe I roasu11 
ahould p:h·~ 1t up. Uut that. golJ cannot. leave. this country unl• 
the S.CI'flarv of th• Trt'a..<ury pemut" i~ to lea•·e. The Ia• pia,.. 
the title to a'll of that gold in the Go...,nunom of the United Sll14 
1t d ... noo. Lolong to anyone else. lt doeo not belong to the Fedtrtl 
Rooont bllnloo. Tt belongs to the Go•ernment. The law plat ... tlto 

l • 
title to it in the Governlll('nl. Fol'figncrs who brou(lbt their gold 
hon~ in order to get. the iucnll.lied price Ior it., brought it. h""' with 
th• knowlcd!,'ll that tho titlo to it would be in tho crovernm ... t. So 
tb•ro it no doubt about it at aH. 

The C.U.r:a.>lA». Are there ••nno obtiervationt you • ·outd like to 
make on tho sub<Onunittee report I 

Mr. P•~"· _Yes, oir. ~lie ~ill, so far ~I know, it all right. 
1 am not objecting to U,. b1ll, of you are gotng to hiVe a las biU, 
...... pt 1 think there mould be one amtndmfiot to iL 

In 1913 when tbo Federal ll<oorve Act borame a law, it •u then 
in ('()UttmplatiOO that tho r•...JonJ JUservo banq WOUld Dol pay 
'"".., but tbo pro6ts abo• e 0 l""''ent would go u a franchise tax 
onlo tho Treasury of tho United Sto148 into tho g<'n•rnl fund. That 
wo• tho eompenlOition tbot the Federnl Rcservo bonkt were to pay 
lor H1o usc of the OovcrumenCi credit.. 

Well, as the surplus at'Cumulaled, Btalemcnta were made that they 
ntl'<lod n•w buildings. They bought $83,000,000 worth of ne,. build­
inpoll o<tr the country. That money wu takon out of tho surplus 
lund. 11ten it ..-&$ conw.ded that thev needed to build up a ~ 
•nrplua fund. That wa.s permitu.d, arid liually--

Mr. Hn•. You mean that wa.s permitted by law, by act of Con-

go~~ p,..,...,.,, By an act of Congrees; ye~1 sir. Finally a low wu 
pa...OO which pennitted 00 percent of all tho Mrnings above 6 
~r<>t'nt, •ftcr paying tho dividends on tho sloclc, to go into the 
l'n;IISUry. That wu the lt1w up until June 16 1933. 

At that time there wu a bill pending really for the pnrpooo of 
guaranteeing deP<lSits in banlcs. For .orne .......,n-it wu •holly 
unrolated to the bill-there •u a little oiJM'ndn...,t iiiRned in that 
deposit guanu~ty bill that he,... fur oil surplus t~mings of the Fed­
oral Re.trro bailb would go into the surplus ftonda of tho Federal 
11""'.-.." banks and not. into the -r-sury. 

Mr. lln.L. That was iu J038f 
Mr. PA1')1AN. That wu in 1033. n came before the lloustl .May 

22 1 believe it WIIB. 
~11·. OnJ. What did we get in the way of moneys obo•·o ille 6 

percent prior to tbat timet 
Mr. p,.,...._..,, If you do not mind, ~(r. Ilill, if you will ollo-o· me 

to fini•h my Slltcment, I usure ,rou Lhat I will get w that. 
I o·frtnld an amendmt.nt. to 1tr1ke that. ouLj i~ wu not r.iaht that 

that abould be done, and i~ wu almost uiWIIIDOusly 1tn0hn ou~ 
in the l!ouso. The Senate p.-1 the bill and in coni.....,.. ~1. put thot amendment bock. That con f....,... •epert waa hold up until 
JOI!o~ about the day o( adjoun>mcnt or •. day or two before. ~en 
1t was brought in and "fl'O had to vote 01tber for or •S•!•~ t.he m~ 
•umnoo of bank deposiiB and of course they foroed 1t mto llle 
law and since that time ~11 tho earnings go into tho aurt>lus fund 
of the Federal Roeene bllnkl. 

·n.~,.. is a. c1i:ffereru"e thf'rt ur nearly $30,000/lOO • year. Meplllen 
of Cong"""' probably did not. kn<»• that whon thor. vot..d for tl.. bot 
tboy wtre .-oting to gi.-e tb- bono about ~,000 a year, and 
here ia what it .,.... bUod oo. The a,.enge oammga of ! h.- banb 
during the last 20 yttra, in addition to tho &-percent dmdonda on 
tht <'lpit.al lilock, ha•·e beeJo $2l,i79,000. In lU33 the 'l'ro&8Ury loot 
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til 136M if that it the lftr8J..'t'; in 19M I he Mnt~ II»>Unt; 1n I~ 
tht'a1~e- ~ut: and (rom ben- on it willlOMihar mutb tnd I.DOrt. 

Thlt,. nQt tM ooly thinj!, """'~mNL lltfo,.. .Jun• 10, 19!13. tbm 
•a. no m~ntn·e tor tilt' }"fd~ral RM~tnt t.nb !o th•~ •!} ·~~ 
hl;t dle R. 1-·. C. an• I otbt>r go,·rmme.ntat. agtnC't"':, fo: flt1"'1'1C.'8 that 
thoyl/frfonn<d "''""'"'the surplus wtnt tn!o th• l'noaiury anyway. 
Bu1. atnte that law J>L-~1 they h,ave ~n makang rhar~ 11_1d they 
•~ now making pJeuty or. c~arges. TI1ey ~~. eve•~ cbargmg for 
vault lpAC('I in tllfa fine bmtdmgs that ~t~ built Wit~ mon(•y thaa. 
lllhould hi\'C gone to I be Ou,·tntntt.'llL 1 hey ""\ f'IHHgmg thttl~ rot 
llpll t.-e that th('y l~ in thele buildin~. N~ on I\ tlun. H~y llrtt • .,.. 
inJ,C to dt"!duct fvr tiiXt-"tl ant.l d.cpi"\\C.I&f10n an adtlnaou In vault t<J)IctJ 
atntl ~ntttl on furuitu~ 8 I)Crcent flll nomuech!mit•nl utld 15- f)ei'L't'nl 

011 tnooh•nic.•lll} nnd M) forth; eluzrn.s 0~ ufht•r tH'IIIM or t•Xp('lltolt', 
!..tlitit reor these '-'on:.rueuentlll n~encJe~; \\'f'l'' n~~ .. "C.~I Ulll'~ tlu•n 

4% onllf1011 dollus h)· the ~·ooeral l{.,...r.·~ houk• . . In 10~1lhey were 
.~ 11 lt.rgu 5tnn. Belore. 1{)33 UH•t,; '-"ftt' no tm~nhvl' lo ftl:!8eB5 

l.lwtn, as I h.u·e ttaid\ IJlo+clu~ it woultl I(O .into I IIi' 'l';t:a.folur,• anyway. 
Now, they ·~ ukmg for a 40-pert'("llt 1ntrea.t~C. I hat ;J()..pei'Ciellt 

lDt'tc."IJle will make.- 10 IJ1lOUDl of 0\'l"r $6,QOO,OIX) a \'Ntr. They are 
aetling a nke-oft' on aU of this ~lief n\Q»t"f that "it: jt(Mnf. oul to 
£be c-)Unt.ry. n~ey are chise~ in on h. tf1~t•y did not '1\"t the 
intMuwe Wore, but I bey ba\·e tfie inet>nll\'f tm•·. 

I •1 tbot th• F<dtrol R ...... ~. banl4 t>f thi• t'OUntry altould render 
~IM •rvtf'f' to tM pMple. without ch.a~, in Yiew ot the fact lbal 
they are OJ,....Iing (1<1 GOT<m....,, ....... ,, lbooho~ly ,,... or eharge 
and pa1ing no li.J~ of any kind or natu"" what..ot\t'r, 

Why ohould yoo .._ tues on other banks! H•re it a ru)>U" 
bank. It ito nQt own•d by tbe pe<>pl•. Thoy do not own a Jl"MY 
of lt()('k in it. ,,,t Oovernrnwt d6e4 HOI OWII • penny or 1!-lock in. 
it. It. it~ own«l by otht!r banks. I t is a oorporation owned b.y eor-­
ponalion.J. You are not 1oxing them one peuuy-not a ~nny m tbe 
world. They ••re poying no taxes wh~ttev&r, but. thoy are mtking 
tht UW1nb.:r ()flnlot poy taxes on thair surplus. 

I ~;umot M1\ nny r-e•wm for th.,t. T think llwy sh011ld pay like 
•II otll~r b1utkA. (OOih'!l'& this oomutitt('(l f'llll do thil" • . 'l~ho protits of 
tht.\ Ft>t:Jt•r~tl n~!t,('r\'0 bonks should 00 coptut•ed, which Wft8 in con­
te-mph,Hon when I he. origiut~~ l J;ede.ra l nesrrve Act wtetl paS8Cd. 11 
you will ••ke tboso pro6ts and prohibiL by low their charging UH~ee 
f:':O'·ernm('nhl l agenc1~d it Mould b6 prohibited; tlJt'Y c.flar~ 
tl\6 Troo.,ory lase. l'tU more tban $8,000,000 lor hAndling tbtir bOnd 
,_.., an•l the1• c!.arl!") lllf lt. ~·. C. ""',.. than $>1,000,000. Tb•;r 
1ft t"hartring all tbft9ft othtr ~h~rmnental •gencift.t and the tharp 
11'1' ll'tllng hij. .... t 1nd hip:her 111d higher all tbt time. 

If you ,.ill 1mt an a huJe anl<"ntltllf'nt h,.~ hl t•lce thf-le profit. 
hlrk. ju..t u d,f: or~inal law ClOOif'mplaltod, terM.I N:lflil.llf'l tt•tm to 
rt'n~ltr 8:lnM' -t'r••~ fur the ~ of th .. {;on!'mnltnt'tt rrtdit. attd not 
allow i~~tn lo eh~ for v-ault spe~ in t~ fine l>ftnb that were. 
btuh ~rth Hnn•mrnent. mon~y, it wilt nlfl!n a ditre~nce of $36,000.· 
000 !' J~•r. .\ nd that is not a \'f!ry sm•ll aum. l t iiJ a large su.m. 

1 J114lt Ju~, ~nUtmen,. for your ee.rious eonsideration, putting 
an anK~ndme+nt.in this bill sueb •s I have mentionfi<l. Tbero is no 
rtalll(~n why Hns 6U}X'J'COrporation a corporation lbat. is abo•e aU .u,...., th•~ ....Uly controls 98 .,.knt of U•• b&nlt wtallh of thit 

Xa.uun .. hould ~) abeolul('lly unta.1ed. For tl1a&. f'N.oJ,tn 1 JU~ 
ivr JY»4~r ('IJU~+~l•l~nation ao an~ndment. to tbis bill "l..rb u J fia,., 
dfocrib«l · •--- I • Si~K'f' the+ (.'()fl\mlltrf' tiOt"M nHI dftllre to ucar mr on t ,. dl">it llU.f(IOt-
tion that J rnadt'-end I IIP'f: tb~ force of the position u indic:slf)(l 
by U.e ll"ntleman "'"" Koowckv (Mr. Vinson)-tbu ia U.o only 
iUttmtnl thet. r h•\• (0 make oi'i this blU, unle~~t 800\6 ~mber of 
th• commitl<'<' de!lil"f8 to ""k mo 1 qui!Otion. But I "'.I""'' tbet. lhtn 
is I olifferenoo or $30,000,000 u ••• U•• eommiUee oaghl to taka into 
MMideration. 

Mr. Jlu4 J Willi• to ~'sk you if we got that bafore tho repeal of 
tbaC provision. 

Mr. P•T><AI!. We jrot pa,r~ of it. Of oouroo, they did ~tl<li!Onl<l of 
it fot build in~ ftlld tor <hfrerent purf.l'Ot'K!f;, but. Jlt. one t:imo W6 (p)L 
it47,00'l1000. 

Mr. Hu-ll. [u I yc•d 
Mr. PATMAN. No; it was over • .,e.riod of some 2 or 3 yea.f'l\. Dut 

t'- 110-ealiNI perfo<lin(t omondonenU. would bo offered, and •boul 
the t.in'~ we Wf"'~ to ~'Ct. IKllnf'i lar~ 8Wn of money from the Federal 
a....., bonko, they \¥OOid l"''"' • clorifying 1mendmont, thol would 
0111ble the FNI•ral RolocM't' banb to keep tho money. 

M.T. CliOTn:ra. \\*ould that bf. an income tu or an t>Xd"'f taaf 
Mr. PABA..-.,. Jt. would .-.... be an income tax. 
~lr Coo..,,.., Would it be an ucioe taxi 
l.lr~ P,\TliA~. I do nor tuww wha« you would call it. ,~ ou ,:t('ntlt~ 

IIM'n know tnM1' ab!,.tt dilt lUVI~r names of tbese taxN lhln l do. 
)Jr. HnL. Would it uut bo an ex....,.prolito taxi 
M.r PAT.WA.V, I would ccntider it an ~.x~pro6ta tu; YN. 
llr. lln.L. w,.n~ that is an income tu. 
Mr. PAn~,,w. J1t01t .. ~it was in the original act. . 
Mr. Cao\\TUr.a, J r Wt' put I hat in, we could tall th"t Wlntlfu.ll 

tax no. 2. 
i.\l r. PA,.liMf. \\'t\11 , h i!l rt"ll11y prH',Ilwr windfall tilx; 'Jf'IC· 
Mr. Lr.wt8. Mr. 'Pnlmon. j( we Wt'tl" t() ~·'=·peal 1he IUU•'!Him~ot. 

whiC'h t.'lliUl$-..~d tlw nrigin11l h•(>nllu(•nl of thl!t, t.h~n you tlunk t.he. 
Gtwt:'rnment ¥.'01tltl rMiizc HOme $30,000,~ a

0
y('Aitf 'od 

1 Mr. PATMAN'. T think il wonld; yeR. Fir. \'t'r a 1~r1 o yttt1'8 
l know thot il wonlclln·t•rntte tbot. 

Mr. l~W18. "1lwn the Ht'Elern• Sn.uom was inttu~:urttlf'd, f ht'ht:\'C 
it, .... .,. inlf'nrlOO ttl·~ A tiulll'JitniP rOr the iJbltil!Jlion of tht'l .l'l"t'll!oiii'Y 
"1cl Suhlrea~nry. I h•,·e nlwax!ll ry·~'1lrd.ed .n ~s a ~OH~m111e.uull 
ifu.tituti(m ;md only ittcid(!lltall~· • pnnte ms11h11tc:n. rn. tl•.-. ~J(t.tnt 
that l,.nkoc, .... •Uwkhulclflonc;. dflont>~ p·ro.fits from thear holdm~. 111 th~ 
Ft'dtral l~·rw• Sy~t-m. th.w profittt ~me a part of th~ uW'Otne 
of tJW~ l•nkt and al"f ,.uhjrM 10 tiM"> ordtnary laX~hnn. 

llr. P•nc•s. 1'1' to G 1,....,..,, onlv. l!r. ~'"' And they ""'' 
p>>d in half or th• •nb.<nb•d ... piw Wll'k- n •• ,. have oo••r had 
It) J•" in mot¥ than 3 J'M:tffnl. . • 

.\t .. l.P.\U& J AIU thmkinJ.! about the ('(K'I)()t'all.fl+U la't On IIM'OUIM. 

Mr ..... ,....,., or COU1110, .~ 6 percen~ the;r get, on tM ..... u """' 
that. they ha\-e invMted, an intiiroilieant an\ount compored to '!Jt 
bu!i..,.. which i• dono by tbo Poo~ral ll...,no SY1Jle~•· ~ut 
•hove 6 twretnt. is not. ta.x-0<'1; i' jg exempL And ,my ~dea 11 that 
the OovernmNlL thought thnt it. would get somethmg Ill tho rom\ 
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of IIU\ ••~·p:ro6ts tax, above G perce:n~ TI"t. wu lhe argument 
maJt at tl>Ot time, that il would Wako th• TIUI!Ury money. But il 
.... boon di«nMo . 

Mr. w>U<IICL WU tht p:ttltman yield I 
Mr. P•T>LU<· Y.., oir. . 
Air. wloO<IP>aiL Wu it not originally m~ded that tho F:edtral 

R ... rve bout.. should pay a otrtllD raUl of 10tt~ for the pnnltp 
of i .. uing Fed•r•l Reoervt nol.eol 

'Mr )>.u•xa.N. Ye.; and Lh&lti!-t lbe rate of inte.rost af..u.ro. 
)fr: .._.,.~,.,&. And th• b1ll pro•·ided that tho l<'edenl n..eno 

Boord ehould 6Jr the ..... , 
llr. P AT)l4...'(, Yes. 
),lr. L.uVCIIC«. And whtn they ~ed the rate, aomeooe madf. a 

molion th1t it should be nothim<, oomebody eloo oeconded io., ond il 
wu carried un•nitnooily; it not that. tOt 

Mr. P~nr ... ~. I do not. lrnow what the minulal would allow, but 
they fixed it. ""a 1.e.ro rnto, in efl'eet. 

r;rr. LA><~OOK. I h"''" • bill before thil eommlu~ to tu U•• air· 
001latlon of Fed•ral Tmuurv notes. 

Mr. PAT>LU<· Unl,.. you Included the credit, it would not 1mouo1 
to a .,....t dtel. If roo jwt intluded tho not .. it would not amouot 
to 1 grMt dool tl :JOO mdud"ed all tht uedit, which should be 
included, bocause it •• a mortpj!e upon U~e property of tho pt<>­

plo--
Mr. L.\JirN'r..cK. Would you be i.n lll\'Or of such a bill1 
Mr. I)A-rrus. Yesi J wtllinly would. Tho fact. of the buflinM 

is tha.t 1 tl1ink tl1c Government. should tako ovt-r U1e. Fec:l~nll 'Re­
aen-e beok:a and uso tl1is additional gold. Tb•t is what I would 
lib 14 ... dont. 

'The CnAru<A.'<. 11 thoro oro no further quoohons, .,... thank 1""• 
Alt~ Pa~1 for your appearance and the. ttll:imooy yon have gt"M 
t.M commaltee. 

Tbe nut. witnes& is lion. Barry S..utholf, a Rep.......,toti<e in 
Con,._ from the State of Wi800nsin. 

STATElQUIT OF BOll. BARRY SAUTBOFF, A REPil'ESEIITATIV! til 
OOIIORF& ROX TB.E S'U'l'E OF WIBOOIISllf 

Mr. S...vnrOFP. Mr. Chairman and membt.l'l of the committ8o-' 
11M c...,.,.,.. What phaot ol the &Ubco101111Ueo rtpol\ do JOU 

wish to diJcusol 
Mr. S.umJUl"J'. 1 &I>Pf'ar in behalf o.f the dtiry group, which iJ 

• non~rtiaan group of the Uouse, a& chl\irmiUl o-f th6 execuliwe 
oomuuU~(!, to pre-.sent. n roqu~L that tbe.re bon lAx of G cent~ plnced 
on oleomftrgarine and a ta,x of ;~J c:en•.fl on a ll foreign lata ancl 
oill/· and that that be included in th•• bill. 

) r. ('--. MJ:. C'hainnan, ..-ith Ill due d•f•...,.., and mpet'l, 
of COUrM, and wh1le 11rt" al .. ,) .. want to hMr our distinguisbfd tol~ 
leuue from Wisconsin, rou undonl&nd that tbot io not •mbneed 
wiillln the orope of this b.-ring, do you not 1 

Mr. S..vn•orr. ~ would n~ go so for at tho~ Mr. Coopor. 1 
would .-y that th1.s COirunittoe. tan hear any rnlltters it. wantl t.o 
hear und iL hat~_f'ull •ulhoriLy to bold hearing~~ on ony quescion or 
retenue or t.a.ntion. 
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Mr eoo.~. You ~~ mistake.n abouC. that., becau~ tho etnmrlittee 
hM 1'tready ,·oted lO hold hearingtt 'fl' rthin llae soope of thu1 rtJMITt. 

of th• ,uboommiu.._ 
Mr. $AUTDill'>'· Of lh~ •uboommiu .. report t 
Mr. ()oon;a. That ill ngbt. 
Mr. SA.ura.orr. Now, let. me p~t lh1.1 further Mtbjf!(l. m•rter i.n 

Jinf' with Mr. COOIJier't 'IJtatement. If ·~are abut out. from pm;e.nt· 
mt: ,his view before thlH oommittee or\ this bilL whie:h lef"ms to be: 
our lbl sland, then Lhia question ari&et. If the Se.n11Le 80011 lit, to put 
in an a.xciae.- W on1 ltC. 1.18 say. the dairy l>rodutta, in whi('h we are 
•icolly i•'"""'""'· tnen •nth a bill in the oiduly p...-Juro would go 
•o ronfe.t1':rxe. of rounot. \Ve. ~·ould Hkt then w be gh tn au op. 
portumtv to app8r btlore the Wa11 and Means Coinmittoo and 
p~nt Our vieq an opposition lo any t.xc-1~ tax Oft dairy produc:t.S 
whieb the Senato mi~~:hteee 6L to taclr onto lhi! bill. 

'111i) CtiAJaliAM, Tht~ Chair wou.Jd like to ask the gentleman this 
<tUt.'fltion. 1t is ~nt•ra11y known, it. is a t11111J~r of common knowledge, 
th"L when a bill ,,~,~" tlH) House it. it rreqlll\llt..l~· IUI\NU.It'd in tl\C 
Hlht1r body. 

)lr. S..OUIOI'r. y.._ 
1'be ()Ju.un<A.'<. Som•ti,.... ~ material ehsngos are mado, and 

rru•n1 of t_bem.. IJ it. eu&-tom•.ry for Mm.mittees, afttr one branch of 
cho COngre!8 pl .... am<ndments in a bill JI'I'!I!Oll by th• othtr branch 
tmd ~fore a conf~ft.n~ is held. to reeo:nvtne the oommittee and eon· 
"itli:\t aH the-;e othtr SUS(~OilSr or i• chat a matt~r tluat iel~ft. to the 
r'(;ri(('r~t You uudcrsCn-nd, wo wnnt. to rollow theestablhchNI prtoce~ 
1ltnt. lht usual tutdom. 

)tr. SAVTHOFP. 1 apprteiate the J'I'Oint lh1t. tJJe Chainntn is mak· 
tns:r. ( N!a.liz.e ""'hll tb~ situation i.&. But. to U8 tltia is a matter of 
,.tth. J:T'aft. cor~tM"IKlH that. we !ee.lt inumucb I.S we Clnnot now be 
tM.rd. that at l .. st wo ehould be gi•en an opportuoity ~<> be hoord in 
lht t~nt. such a condn~ney a.rise& that. a pf'O(ft!5ing tu of IIJO((M! kind 
i- ltvied on the eommOOitiN we •re intN·tsttd in. by an amtndmt-nL 
in'"t:rttd in the otht'r branch of the Conscrta 

Mr. Vl s80N. Mr. Chnirruan. in n'g"rd to tbtc p~ing IU, I ta1ke 
it 11o't\ aro io 8CCOrd will• t ba gent.lt-'m~tn frorn Wisconsin. 

Mr. S.UDIOPP. T think so. , . 
Mr. Vtxso-s. Thf'rn i!J no p~ug tu: on the p~uec.a m whte:h 

1M ~tMtlernan iw inltl"'fWWIIf'tl mentiorwd in the subeomm1UM rtport~ I 
fff'l t"f'rtaio that. thf' ~tt"ntierllf'n who .•ill ftP-:-nt tf?e R oua u con~ 
r~r'ftt will be happy to have any mfonnauo.n whlrh you o.r your 
gt'QUP eouJd ~ive them it 8uch a cat•st:ropb~, 1f I may term Jt. that, 
11hould occur 1n thC\ ~nate. . • 

'Mr. Tn:r.AnWAY. Mr. Chftirnurm. I thMou~hly ~~.with Ulll vrews 
of the ~renUcman from Kentuctky u IO the demrab1lrty ot the ~n~ 
frrftlt liavin~: all pM8iblf' infonnation. and l ~ e,·en. furthtr Lhan 
r~ t ar•' tl1inlr-in faN ... 1 woold li~ In make lh~ mohon-but. fint. 
l4: me a.. k th1. ouf6t_ion ~ ~ lr. ~uth~~ff, you IIIYJ'(IQ l"t"pl"tWHlt • group 
of '"- inw...ed 10 dairy produ<18, tn tbe .,..,...1 

Mr. S.-.QTtrorr. YH.. 
Mr. Tu.wwAY. How many memberil are in that. group I 
Mr. S•urno ... W~ll, wo have A list of abou~l25. 
Ur. 'l'aunWAY. About l2.'S membol'll . 
Mr. S•urnoPP. &p....,..ting all polit.iool parti.., all lour portieo. 
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ll r rm.o•·, r An.l t•••Y ba<e fonntJ a 1o0rt of bloc of tho do1'1 
.lltf,.,.. .. ' 

\lr ~-\tmiOPT. Yee. 
Mr lllZAow~r. Are you their •pokeolnant 
lire ~At'"Tllbrr. I 1m chainna.n o( the UfJC\IliYt commiu.eo. 
Mr. Tac•owAT. Will there be other Congrt.men ouL of tb,. 12.1 

•h•· .. ;u wan1 10 be heard or do you rep.-nt all of them t 
)lr ijAt"TIIun. Ytil. 1 inn~ say, Mr. 1"retiiway, that undoubt.OOJ' 

)lr. Howard 8mitll1 of \7 irg1ni•. wbo is our. prer.hJ~nl, Mr. Culkin, 
of ,,., \'ork, Y.ho i~ our secretary, autl ,·ar•ou"' other rnembera are 
a.n.xiouro~ 10 he lw.arJ . 

Mr. Tm::.AilWA,., ~lr. ('hairmrUI, in vie" or wlu~t. our eollcagu6 
..... y .... 

~I r. H MIJ), Wil I Ill(' ,.;entleman yield t 
Mr. 'l'llr.AOWA,~. Ytij. 
Mr. lhr.n. You imendcd to make *' motion, M1·. 'l'I'CAdwny1 
Mr. 'J'l,u~AOWAl'. t WIUt: not. quite eerta_in, but. I thiuk l will. 
Mr. Utt~:o. I .,.,.ou.ld like to ll.Sk a qu~~Stiou lwfure you m1ke !hat 

motion. 
Mr. 'lwow.r. Very good. 
Mr. Ur.tn. Mr. Sauthotr. it. h. your idea that. wl)(ln thi. matter 

po o•'tr to th• S.n~te W. plan is to ha<• th<m P'•• on th- proo­
lnjt tax~ and tak~ ~~blame for thi.!.. and all uf that will h•t)pt:n 

•••••(IIlii your ~ing giYtn 1.he opportuoity to~ htanl on tbft mf'nU; 
.... th•t torr«t t 

)l r. SACTJI<>I'I'. I am jlbl raising tbt pos!ibility. 
)fr. Tu.AOWAT. 1 think, lfr. Cha1nnan, e«n ~iaing tht" force 

of tbt ar~:-unttnt of Mr. COOJltr in endea,·ori!l{C to confillfll thtw l~ar. 
1n~ .. "'ithm the provisions of this informal reJ)Or1. of lhe ,.uboom· 
uuU('I(', 11 t-trik~ nlf that when a ~up of· I~ of our eolle .. ~.ueto 
Y. l nt w ~nnkc 1 •·.llte.menL UU"'u.gb their accreditNI rftJ)I't':btlltiiHe, 
e'·Na if pos..ihly the guiJjoot.-.mauer is not gt-rmnne to the p•-ovi,..ion.~ 
of th• "'ll<lrl, !hoy mould 00 hurd. 

I lh~•-.•f~t~' uHwP thnt lh·. SnuthofT he gh·en the privileg& of 
flrt.•.,t•llt lllft' lull cal4•. 

Mr. C'ti<WrJI. Mr. Ch~alrrnnn, 1 offer n 811b8titut.e motion for tho 
IIIOtitm of thf' ~lllh•utll n (rout M"s.sJH:huljCU.s [Mr. 'J'r<!n.dwln' l, 1h11t. 
lh.t' ':')nuniW,'f· •ullwrf' Co ita former action nucl hold those heorir\gs 
Wllhlll ll1~• M'Ojk• Hf thP i :UIJ.eonunillee"s l'eport. 

Mr._ \ ' INMX, .\nd 1 hope that the g-=.uUema.n from Maasar:husetta 
aud lu• rollt'AI(II~ ••ill ,,c,._e this lime the same way they voted then. 

\lr 'l'lf' .. \OY!'AY. W't wiU vote for open ho.rinp, let me NS\Ire the 
fE'"nth·man of that. 

Mr ('..,.,, ... DoH the l!"nUeman from Ttnn- yield to,., 
'lr. C'-1'.11. Wirb pl.....,.., 
llr ( 'OO•TnOI. I call •u• ntioo 10 tb• faet Lha~ ·~ Mtmber or the 

n ou.., ai>(J<arf<l and .. .,., oki.Uiul wougb to puL in hi$ IU~fllt 
lllol'•urr)Ofttlltlf • I"NJUtR for an txc:ioae tax btfore thit aommittet. 

)lr. lln.t.. Wbo woo that 1 
Mr. !'lro•'Tln:a. ~lr. Bolaod. 
\lr. lln.r.. lt is not in tho reoord. 
llr. c.,,.,,..,, I did not know that. 
Mr. C.oo•'t'lt. Mr. Chainnant I ask for a vote on mv motion. 

) t 
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Mr. , ... ,f!IOil'. lA the L.,..ntlt'.man (ro•u .U~lnL..eU• rM.lly ..... rKIU> 
that be "oultl tile~ to ,. Lbt. hM.rin..e:s OpPnLod upt \\'e ba\t ttW.l 
&0 ur»hte tb- hHrltlJtl1 not ex-*4,.·1.h• burry tJ.em Ul~ 

llr. 'l)u:..wwJoY. Ju...a • momtnt, if i ~Y· .ltr ("ha•nnan. \\'1tlun 
my UJ)trltll('f'- and f hue -D 00 this tontnUI(foe WIU~ J 1.'11""­
,..-e ha'e aJ•a\"li t.xtended to our colleaf!lH.':I lhe grtlftt,.._t df1,(~ uf 
-""'Y po..,'blo,. ao ..ell "!' W. gwmil pubhc. ·nu~ io tl1< lir-• 
time in my e:rprr1ence that.. 1t has enr bttn tt11fQ;l"tM m wnnecuon 
wilh t as l1l'ariup that a proJ)OYed prtsent..atioo u not ~nnant'. ' l,al" 
i~" heilring on a llx bill. The gtonll('Jnan from 'Viscxm!Jin i~ t~nxiou• 
~be beard on A m11lter of very greut impon.:mce to o larb"' ~lion 
of our c:ountry. Why 61\ould we lny down a Clhi.L·iron rultl, Cl>})e· 
cially when thtlro iB uo bill before ust That is beyond my utu(er· 
tltandllag. 

'rhe CIIAIMMAN. or rous·tte, thoso who do not want.. any bill, will do 
aJI they can to do rent. ll bill and will Otrow e'-erytlling lhcy c~in in 
the wiir. in order to block 1\ bill. 'J'here is notony <IUt"Slion .abOut. that. 
lft. I'III!..UJ'tt.' A1". \Vho said 101 
'J'be CnAUULAl't. ) t they do not. wa.nt. a. bill. they will throw e,·ery· 

thing ~iblo in tho wr.y of i" 
~rr. Tkt!ADW'Ar. \\'e \roeld like to hal'"e information. 
Tho Cu.uur.<:<. I would eall tho gentleman'• attention 10 tho fact 

tha~ .0 far 11 l know h• rlid noc. •Ole against tbe motion that I he 
c.'OIDIDittt'e hold the..e hearin,:rs within the scope of the .subc:omtniuee 
....,.n. We ,..ould ba•·e 10 go bock and reocmd tht action taken b1 
tht commillfO before lhat could be done. 

.Yr. T.:t:.\D ... AT. Mr. C"hainnan, as a substitute of the mOl ion of I he 
~'!'fltle'rnan frorn Te1mes8C'e, I mo\·e that we reconsid.t:r the ,·oce whert'· 
by 1re laid down the rule of bearing statements only ge.m\ltle •n 
the ~ruboonuniuee ft~rt. 

Mr. Cool'l'.~t. Mr. Chainna.n, I make the point of order agamsl 
motion as it. it n mot ion in the third degree and i& U:IC~_rcforc noL in 
order. 

1,he Cu.AJUNAN. Tho ~int. of order is sustained. 
'rbe ACntloman (rom Massachusetts bas mo,'ed tbi\C. lbo fo1·m~r 

action o-f Ulc UOinmiHoo be rescinded and that wo now open up th~ 
hearings to Member"~ of tho House to prcse.nt their view11 on Jfuch 
mallol'll •• thel muy wi&h to presen~ What is the br .. dth of your 
root ion. Mr. 1 readw~tyl 

Mr. TK~\.OWAY, T inttnded to limit ic. to the prese.ntatiou of lhC'J 
gentleman from 'Vi!iK'On.sin who says there are 12S ntembera inWret.tNI 
m this ~ubject n1atltr. 

Mr. Tuo"PI!O"· Will the jl\'lltlmlan from ~l.......hu.tell• 1i•ld 
to md 

Mr. 1'n.<DWAY. I have yielded. 
Mr. 1'uowrooll. What abou~ tho mattu of otbtr ucieo tu.eo rhat 

Mime of u. are. inttrf~:ted in 1 
Mr. Hn.u.. Th•re are probably 50 other bill& 
Mr. TuO><roo:<. Thffl! are I~ or 176 of tbooe who al"'l lltualt<l 

uact.lya• iJ the ~lltman from W~DSin. . 
The CDAI.IU(All, Th• qumion iB on. w. '!'1!>-titu ... motiOn or Mr. 

Cooper tboL the commitiAle odhere Lo rts ong<l!al adJon and confine 
tlleeo htoringo within the 1100po of the ouboomm•ti:<>& report. 
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llr. w...,..,... I a.lt for a roll eaiJ Mr. Chairman. 

l he CnAtllli.A!<. !'he tl..-lt wtll call ~ roiL 

('l'hf' tl('rk called the roll And the Yoto was IUlnounoed u followa: 

18 •YM and 1 nays.) 
So tht: motion •u ~ 
Mr. CMO\\'TflDt.. Mr. Cbuj nn1n, I move that 1. committte b6 ap­

~mted to inform tJ1e wiiJJMI' of the action of the committee. 

[Lauj!httr.J 
Mr. S.urruow. Mr. Chttir:n1111, tnl\)' I make tbi$ further Alatemtntt 

I "'ll"H n.-lillj(IJ tlta~ I •hould bo the apJ>le of di$00rd. May I 

~lc tbisf In fa1rDt55 r.o th.U. Iorge ~p, wbic:b Ttpl'ft!lm.._. I ml,tbt. 

••Y, fully 2.1 Jl('.r<!tlll of the ngrioultur11l intertbt-s o f tho Umted Sta~ 

il it is wilhin lh~ me.thod of procedure of this cornmitu:~C, what~wer 

managton. are IJ)J)OIPted, in the en~nt.the oontingency to which I hue 

J'tlftrrud Ahmald ttrise, mAy T A8k tbat. the mtmage.rw be. instructed to 

lfWt'! us an oppor1unity lobe hurd on this question. whioh means so 

mU<h to,., 
The CtrAliUIAIIl. S~lcing for m}'l:iCil u one of cbe membtn who 

will prob.lJh• be one of the oonfe.roea on tho pal1 or tho B oust, I 

ahall bo d•lignt•d lO nail myoolf of ov•ry pi..,. of inlonnatioo oo 

IU) ))fltt.ioli" of I he lJill Ot' any eha.og., that mar be ll\&dO to the bill in 

tht~ utJu~r l.MI())• wlu~n it t'Oml2f bucK. J ~~ wt.rnmtOO in ~ying that 

lonth th• m~joril v &0(1 the minority .Membt.n feel tbe Umt way 

about it. I wouftl like to ..ay f-vrthtr that the Ch•ir d08 noc. C'On­

trol thitt nutU~•·~ nnd 11tl('8 nOt nUempl to. It is ah~retJ •cr n rnalttr 

few thr t"'lltHniti~ to dtcidf'- IJuc. ti l1as l~u Millt.<d, thea-e are quire 

a numbtr of othtr to.Xciiof tu bills Wore our rommtuee, onf' or whK"b 

our e&t'f•tnetl ooll t.'n ~'lli'K, Mr. Thompsou, is v~~ry much interuted 1111 

and aboul w-bkb h6 hat been \'tr1 pacit:nt. 
r am Au~, if we hav-e tbt timt!, it will be the mind and the will of 

rlu~ oouunillee to ho1d h(!aringt on these other tax propo611S, aome 

thnt after this bill is dii)Xleed of. 
llr. '""!OS. Mr. Chatnnan, 1 think it abould ~stated, !10 that 

l ht're can be no question about. it: that. the. proee$Hng tax to which 

tbt ~tJ~rna.o ~rers. i• not menbonOO in thUJ suboom.tnittoo reporL 

In Olh<r wont., th< Wayo and Moau Commitl06 wu in a«e>rd witb 

the ~ntltman and _a..truclr. out ~he recommendation fot a proce.h~ 

tax. I think thaL 1f a pi'OOet881Dg·tl.x rooommo.u.dation were in lint 

~~- th< ~~~mao and bia group oertainly should be given ao 

Of>J)I'Jrtllntty t~ bf h~rd. BnL in all m1 t.rptriwco hen I have nenr 

hf'a~ of ln~arwJtll on a ta_x J>roposal th11t. wq not in Lh& bill tand 

part1tulnly •hf'n the t•omnutte& is in -.ocord with the flews o'l the. 

~nt lem~n who dftlins to mAke his preaentatioo. 

Mr. 'J IIOMNON. Will tl1a gtnt.l('_ll\an yie1<11 
~tr Vut..os-. Yte. 
:\fr. TnoKftiO~. ls not the ~ot.leman from Wisconsin btre ad\"o­

r.nlmg an rxc.~ IIX on dRiry produet~ on oleomargarine t 

Mr. \ 'tNIOs. ·nw. _gentlttn.an bu been referring to 1>roce~.ug taxos. 

Mr. nmxP!it''· 1\! I U~tt'lOd. wbtn the gttt.ltman came bt.fort 

lhl' f'UlllltUIIl-e h~ "''.'lei"l to advOCAU~ an exc.iee tax on dairy product:s 

and oltotnll'i.."' rule t UJ 1 hat oorrtd ! 
\lr. SAtTnorr. Not oo dairy producca: no. 
Mr. Tun.M~M. That 1.1 whal I undel"'tood. 

l • 
Mr. &vTno.-r. On oJeorna.rga.rin&. 
Mr. Y t '<80S. The pt.leman wanW to mab a caM againlll. • 

p...,_..ng tu on da•ry produet& 
Mr. s.u-ruorr. H l may Olal<l my .,..ilion, i~ ...... lhis, tll&L I 

ad.-oaoted a l-«t>L lu on oleomargarine anll a 7;i-otlllt tu on 

foreign .tats and oil11. 
Mr. 1l'ar.OJ,l.f'jl)l'f. Thoae aro excise t.u'M and not. proet.~ing ta,:es. 

Yr. S..VTIU>n"o TbaL ia wbt.t I ..Ud. 

Mr. t'uu_a. .Mr. Cbt.innt.n, I ea1J for the ~ order. 

Mr. Tuo» r'fJO.N. I mi&lU\derst.ood you. 
l,lr. $A11'J'UOPP'. Then we am in aooord. 
Thank you, Mr. CI>Ainnau. 
'fhe Cu . .UttMAN'. '\'o tlaank you) Mr. Sautbo.ft'. 

The Ctl.UKlU.N. 'Cbe o~xt Wltlleti$ ia Cha.rles B. Nf.wh•ll, of 

U..ton, Ma6& 

S'IATEXEIIT OP CRABIJ!S B. IIIWliALL, IIEPB.ESEliTiliO TilE 

B001T .llll.U, BOSTOll, JL!.SS. 

'lbe CuAIJtYAN. Plcn.;c state your ruun~, whom you r'eJ)~nt, and 

the capaeity in which you appoar. 
Mr. Nw:wu"u. Ml name "' ChariM B. Newhall, Bolton, Maa. I 

•ppeor here on heha f of t ho lloot.L Uills. 
The. Cu .ualUN. How mueb timt. would you Liko to ba,·o! 

~Ir. Nt;Y~'UAU. I wtll not. take ,·try long. I only wa.nl co dtal with 

or1e s~ific dat.4ll. 
1'be CtoA~~~>~•><. On• ~,>buo of lho .-.port I 

~lr. Sw:wu.u.L. Tbt wmdfall tu; res. 
1'ht) C uAJitl.rAN. Will 10 nunut.e& be suftimeot.l 

.\lr. Nt:.Y~*UAU.. ( wilt not tak~ much mo"' than that. 

The Cu•n•x•:<. We will t.llow you all the ........,. tilll6. 

Mr. N•wow.t. I "PI"'•r here on behalf of lloot.L Mills. whieb 

it a corporation engaged in 1uanufaeturing colton textila fabl'ice in 

Lowell, ~ius. 
My client. wi~t:bes l-0 be. beard at this time only in connectioo with 

one detail which is of vital intJ>Ortanoe to it. in Ule windfall-tax rec­

""""'!ndatiooa of the liard! 2\\, 1936, "'port. of the subcoonmiU.M on 

tan.tton. 
'rbe buie aaawnption on which my clien~ i&j>roeooding ia that tho 

iu~entiou of ibis eommiUee ia to draft a bill which ia equitable tu1d 

juotto all eon«lrned, tnd that this c<Jmmiltoe will only too read;r lo 

act., if it is pointed out to tho eomnUttoo that. a J)&rticular detail in 

the roootnmendttion& of the suhoommiiiA>e will OJ!eot an ..U.nt<ly 

inequi!able and unfair ,...ult and llta~ • slight chaoge which is per­

fL'OUy consistent -.ill •eeomp\i•h tho objoot of Ill• propooed ac~ and 

noid suth an unfair result. 
1 acoordinsly wi.•h to call lo the atl<ntioo of the conunitU. tbo 

ruinous politloo in whieh it and other mills similarly &ltuated are 

plaoed bv tlle Mt.rdt S1 1936, deadli.,... in I he following"'"'" ""' on 

page 0 olth• re110rl or the wbeommilee (rMding) : 

'l'be ~~e-IHuJC prl t.'fl llbould Ill' ~tdJulltal br tJwt <l4.'1h..artton or •nr flmoun~ •u .. 

~07 rte»ld •~ t.bl pu~r ODor bdon! ),C•f'C'b 3. •*- or JIUmllult to 

• b(-. •te wn:u .. tUtUvt au-r.d toto .. tw brf'Gft lhft'b &. 1011.. .. ""-• 

bUrwtn.f'l'll for tht' "mt~ount l~udll)l In thf. l)ll'k'e""' •~' or tiNt .-ut. la:J. 
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HJo.:.nsc.e ACT, 1tltl 

It "ill t.. notfloJ IIIAt under &his ltit#!"l.ll.._"ff. ho df"'lnrttOtUI ma1 ~ 
medt~ bl 8 p~Jng miJl t\•en dthOI-#fl l"f'J"')IDI.1U' ttl f"tt l~JUatr .. 
ma.r l1a'-. been macle aftt'r lJarcb 3, IU36. I.Jif<'au~ of bu.din~ oral. 
u do4mp&.hed fro~o 'nitttn1 tomraru trith t"llolttlfue,..._ tven tf -od:t 
onl .rorHncU were tntftfd 1nto in 2000 faith J)rior to that date 
It .. ,u be no<«< al"" tbot wader lhH linguah.., no clt'du<tionJI mar bt 
madt. t'\'f'U thougb repayments l O eustOhlN'~ rttat havt' been mW 
IUl:M'tjUNit. to lla.rt"h 3, 1936. becnu~: the n"func.hng rnHI w18 com. 
prlled to dow under written contn<..1. enU•red intu fl ru-r tb11.t dale 

In r~h~r words, i.t sbould be Lorne in min.d that the qu..iioo 
whrtllt\r m ttny parLJcular case a wrulcn e.unrnl(m('lut to a cu~Lomer 
COnlflltut.es, Uat$lrict m11tler of low, 11 contrnc-1, rutty ho detcnnlnubk; 
on!J tl1rouJ(II (',XJ)en.siva and prolonged litigntion. 

Of <'QUIIfirnporto.ncc it will bo uoted 1h11t under the Jnnguagu nG 
dedud ions mny be rnade even though repnymf'utM co cuslOIUN'S Ul~L.)' 
bo mado by Uao roftmding anill afu•r l lar<l> 3, JU:JG, for oompelliug 
buR"ln• rtuons. 

In Olhtlr wordit, under the lunguag<~, tho M•rt'lt 81 11136 deodliue, 
a mill migb~ be bound legally to ilB cuSLoul(•r Ill rnako o :..rund by 
an Oflil tont ract whjcb was entered into in ~I faith prior to March 
8, 193(1, lod dt<pile the fact that it WIJ! 00 bound 001 erthol .. no 
doduruon would be allo..-«1 in eompuling Ute windf~lltu onaa:owol 
of a "'I•Y~nl•bieh il made to llie customer purtlUanl 10 that bind. 
IJ'« ObJi~<"tliOO. 

Again. tf a written c:ontraCI was enterNI into. all ua good faith, 
sul*.qu<'nt 1<> ~larrh ~- 1936, and the eu;toaurr "u obligat«<, by a 
btndmg lf1:-,.l obhlf'atlon, to makf: h-ueh a ~funtl nt'\"erlh<'lfM he 
would bt tnhtled to no deduetioo what3oevtr. ' 

l n a numbtr <?f c...,._.., lett.e..rs have bee.n written to CU!Iitomerw wb.ich 
rAIM~t) ttae QUt"6(10U Wb(!ther thOie letters l'OilSlitnte (.)fU''l O( tlH~ COO· 

tmc.·t wtth tho cuat.ouu~r. Tbi!re ha\'C been aepnr•tu invoices .ent 
out. ~·ptU'IIte ac.k-u~wfedgemenr;. orden;;1 nud jt. is n \'er1 doubLful 
CJUt'8l!on wbelhe.~~ au a number of thM;t• Clliit.tc, tho wr1tten letter 
~n.tltuted 1 wrttten cout.rnet.. Tho cu:;LonJcr would cla.irn thnt iL 
d1d lllll~Hint ~o .~tuc:h n .w1·i~Len \lOntl'fl.t~. Nc"erll1rt~ lhn OovCJ11· 
n1~1t. uughl cl1um t.hnt Jt thd not. OOIUlflhiLC Auch ~a writ.wn contract~ 

• t r. ~IN.tt~•!'\. line you ;my doubt obout it younorltt 
_\lr. Ntwu u..~ ... ()b, yes; I ba\'6. 
.\Jr. Va~80X. H a persou writes 1 lftter &n41 ({•lls" cut-tomer that 

1 n•fllnJJ lUll be mnde to him l <J a f':(OI1ain •unount. 170 much per 
P~lJ"tth t'1

1 
U.t Ny, then tlae customer buys 1ht good.i. in aooordtJJoe 

wu l !I etltr, w~at doubt ca.n you ha,·e about. that.f 

lh \11r. X r.l\ 
11 '-U... 1 OU are addin!! a fat1or dl4"re, in tU"fordan<'t witb 

• etttr. 
\lr. \""010:-. l mHn ·,r 11 1 · . 

1 CJ t • • It ettf'r ~UM CMII to hun aud thL~ pro-
=of:, ~~au •nd he ()Ure~ tltf' ~"'OJL .. , ttf 4.v.uno., chat is 

Mr S'c,ru,..u... Th · d · 
'"'' t ·..;ttrrffn t '"'. 18 ~ octnne of l•w chat. tllto • ritlt'l\ ron· 
dtliv-trt"flllt tha~~tn~'Th Df ~;« by llw f"~Urt ~ruin¥ wluc.'la l.t; 
thf'rr i• a loc of 1' •.t lS, 1 a. oonr~t~~ cl('h\·C'~l today, and 
tion wbtthe.r thO:~ 0.j w-rtl~~!l conve~taon be{nN'hund, the <aues.­
t:raC'\ it an optn que~ti~n~ wn mgs eooshtut(' part. of th~ Jate.r coo· 

' . 
lfr ,~.,~ • .,. 11tat 11 htr; 1nvoh·ed htr'f'. i)frt'au..e if )'HU had a 

wriutn ('01Unu1 lM·t._1 1'U lht' partie,s 'll~Uf'nt to tltf'! wrmnf of tb~ 
ltUtr. ~ lmu\\ th1t that. lanltU•ge wou1d be iucorporalt'( tn the 
('()Otract. 

lfr. ,S'p·n \1.1 .. It Lot a doubdul qlJftilioo o( law bow far the Mrhf'r 
writin~ i3 emboditd in--

:\fr. \"J~~O!'f. }rOU Hft' not Mnceru~ witb I te:lttr. \Vbat JVU 
.,-~nt.to do i$ to hnvt tJtoof a.s to oral agreemems to ma.kt rtfnrufJL 
Tbal i• renlly who~ yo11 ""'interest«! inl 

Afr . .NmwuAu. No: thnt,. is one <luestion~ The primary <JUt·,cion 
tft1t. I fuave I will n6w refer to. '1' 1e gre~lleslas:..et of milll'l ;.ufll u 
my clit•nt.-fllld I he~ 111<0 11 IHIIHOOr in thll t)Qf;ilion of my cllf'lll· i11 
lhegooc.lt\•ill of th('ir c.·u,rouwrs, without. whoso bu!oiillC'NfliiUIIItill ooul1l 
not ~onUmt4'. A OOit"!idN•nble. numbe·r ot oomJ>etito~ uf HHI'h 11Jillif 
ha,·e mado 1mtl nru rnokiu~ l'c[unds to their customt'I'M of 1m a.wlouut. 
tq1UlJ to t.he t.ax nra t11o l'OClon content. o( tJae goods MJI.t to IHI\:h 
cnstou1m on or bef01'e .January G, 1D3G. witl1 ~J)eel In which no 
proces8ing hX WIUl in f1et paid to the Gor-ermne.nt. 

Jn ,.i{'w of thiJJ ttt·tion on tho part of a con~id(lraMe uum~r of 
tiOID)"eC.itora, enonnous J)~ll"e bas been brought on "'1 diconl 1Hd 

othtr milia airnitarly «it.uated bv their customers. and tnurely ~gard· 
1<os of aucla <lricUy logal rif.!ll!$ •• tbcir eusoom•,.. may hav•, in 
ordtr 10 mainlain the ~:'*I wall of th..., customers. whi<h' io •ill I to 
their bu~:inH~H, na~~ clit'nt and oc.Mr ruilti simiJa.rly ,.iru.aa~l hav• no 
alttrn•ti\Ta excePt to m1ke ~~ *milar nofunds-. For rompelling 
bwJn~ rtAJtOn. it. II ablohttf:IJ impossible for t~ mill4 mt~ly to 
mnd by and do noching and, of coursP. if f'nth ~funda are made 
1bere i~ no unju .. l tmriehmtnr1 "0 far as ch~ mill~ are con~rn•d. 

An imJ)()rtant. dHf~rtW<.'@. nowexe.r, txista between milia in the 
situation of my client and other mills. or a ccrudde.rable number of 
their tom petito"" 

~fr. llru~ If l mny n,;:k you I his, are you referring to armns;u· 
ntNH~ for ~(undN nft('r Much 3 or prior lo Mareh 31 

l fr. ~·:~·u.At.l .. 1 run rererring now ~.tho dc!'dli~to of Ml'ret.• 3, 
1930. l'hu~ IH thh rumlnmental Pl'OIJOS:Jtioo, \VIuch 18 (1110, J Uunk, 
lhat. in oil f••h·nc•illl i~t nt.w..llutely clear. '!'be .Mo rch 3, JOllG1 d(I..AtUine 
bri.nt,rH about. thitt ~<ituntiou: If mills situn-ted, as my eli{'nt.. is 8it.u· 
aUld, should makn a refund at this time to their customel'8, •• thoy 
are eom~llod to do really for com~lling busineo. moons, •ntirely 
rogar<IJ~.., of •ny oony'ftttuol obli~tion•, under ll•e ••~tl(\lSierl wor<l· 
ing or 1he bill, tll•y would be enbtlod to no d«<uction in eomputon;r 
loo windfall tax. In otlttr words, they would pay b<lclt 10 tbe1r 
etastomtli', anrl, on tun1, th•v Muld bo subj«1«l to a OO·~~nl tu 
ora •Ml4mt. of d~ ,·f'ry f-\mdcc whith they t:umecl O\"tr lO thtir 
t'Uilomora. 

llr. llu.o.. lla•·• tht< promised these refunds prior to March 81 
lfr. N'r.:"'fl,u.&. TheY ba'f"e made oral eommitme:nt&. 
llr. lhu... No writt@n o:teu}()randa of any kind! 
"3.lr. Nr.v. ttAI.L. \\'ell1 iu ""me ca.ses tb.ere may be ltttt-n. The 

qu<otion iB whelh<r on th'*' J)Ortieular ......, they eonstlt.u!AI a 
contract. 

One otbor question that I wo.nt to noise. I am onlr add.....;ng 
myoolf to a detail and I am going lo .ruggeot a way o ov•rooming 

t8~110 114l. f :te--2 
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536 
thio objoc:twn, whodl io a rM1 objection, whidl d- DOl a!oc:t tile 
obj« .. of th• a<t. I am not s~ to do. away with tho dtad. 
lmt' aiiAlllOthtr. I am OM,..Iy sugj!'Oitmg lOlling a la~r cJ-.1 IU>o 
which will jei•·e fair play lA> all eOiieemtd. 

Al r. VIA-*1:-I. l t.hoogl_lt we were l{oing to come to tha&.. Now if 
thtl (."(•nunittH wtre to incorpo~ the ihou~ht th•l. where writk. 
t\·adtnre bad been ~rinn prior to lla.rch 8t JnG, of th• int.enti011 to 
make a r.fund. that ~·ould lake ca.,. of the cOL.., where leuua bad 
bfen writt.tn, would it not.f 

Mr. N 1<\\'II•LL. That would lake care of any •- wb..,. a 1~ 
had be<n woit~n. llut i~ would not W<e care of ......, whf"" thtl'll 
had not been letwro wrilten. It would not take care of ..- where 
thrffl had not boen oral oontncta. 

Mr. VoNtocll<. It would not take care of lb..., caaca ~!tor hftreb 
a, 1980. 

Mr. Nt.wii AIA .... ' l~hi.s is a. tremendous problem which rny clit~llt it 
faeNI with. 'I am not antagonistic at all to your with.,._ I am tryitlj! 
to poonl out a ,..al diftleulty whidl oxil;t.a. 

Mr. VoNoo:<. Did your client WTit.o any letierof 
Mr. N...,u.,.a.. They wrote some lellerto, but not in all """"" I 

oupp<ooe. I do nol !mow what the uaet fact it tbero. 
Mr. Vu~·eos. \Vere. thtre am· or lhtir customtnt with whotn thty 

did -agree prior to l iard> 3. 1936. to mak• a rtfun,J f • 
Mr. Nron1.ALL. Did •·ou ask wbtlher they wanled it ... rundodf 
Mr. Vuceos. I ••~ ·were the:~ any tu!lomers with whom tb~y 

wtre doin~ busine~l" with whom t.htv did not. makt an lgn"tJn~nt 
priOt' lA> Mardi 3, 19361 · 

Mr. Nc•·ttAu... Ye~. 
Mr. Vrweo':f. \\'bat. you want t.o do is to J>f.nuit thtm to make 

the a~ment no•·. it: that itt 
. Mr. Nt:wnAIL. In subsla.nce; yes. That is, Co mlk6 that. date a 

htlle later, If you do that, you are not offoc:ting the object of the 
act, beeoui!O the windfa!l lax is levied not only on proe~rw but 
on nOI,lP~-"'!011!1 who, 1n turn, ba.vc pi\S80C.l on tho tnx. So that 
thtwo 18 no ,dl frtwcnoe betwee.n tl1e rosult.s from the point of \·-iew 
ot lho ftct, 1f you ·rollow my suggestion. It is juEt. chonglng the 
do to. 

Mr. VIS80N. It wonld make quite a. diffe.re.ne'\ woulrl it nol1 
~fr, N•\\'TJAu. I do not tbink oo. 
Mr .. VJN80N. Tt, would make quite " di fle~oc:e in the 1·evenue 

would at notf ' 
.Mr. N~n~1~ I do not think so, sir, btt"IUI!!t, u 1 say, you have 

• tu: wh1ch HJ: a.mpoeed on dealers, on noopf'C)('fr8JOrt. So that. you 
ooll«t !he t'!%· t~ead of from A, you oolltd. i~ from ll. 'ntis is 
a pract•ral 11tuatoon tho~ my client and the otbtrt ar6 faced with. 
~~-hat lo::tp< Ill o..-ab llll(bls wot'T)'il\j! about i~ beet11 ... u I say t.,. ~ ••II o f n&.stonlflrs is i·nv-oh·~. ' 

~lrr. ~.'",."· H1w~d be just as practical a situation !orB u for A.. 
" • ~~ RRAU.. -1' your pa.rdon t 

ti~r O;~,':u,.on"·t.ouf 10U hlet. t. out and put it on ll. ht haa ~'<>! o pro<-
• ~ atnenotf 

Mr. :N ....,. ...... This would I t bod for an,. I)Uticular · d. 'd 
1
•PP Y o e\'~r~ y. I am not •'-klh!t 

of •n~; one ptrtOn. 10 
lVl ua ' I am not llJiiing for the pointin,: out 

) . 
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IJlr Vu<to> Out ll .. ould DOl be in tbe pooition to n>ake a 
P""'!~ w C '-1 on thit deadline date. A o..-ea tho tax now, and 
1"" bring tbit date down, .. y, lA> Junt L II" til, we woll noc. make 
tl that aboolrd. W• woll IO'J April L B cannot make a t>romiM 
to C that b• will 1- IL on until be 1!"14 th .. mooe,r !rom A. 

Mr. N,;wuAU... Ye~; b& could malie a promile m lhil ··~: H e 
<011ld say, •·H I do ~·the money fronl A, l will 1,.'1 o~ lO C." 

Mr. VDfiJON. ~ut thai iJ not a \"try definite proml!i6. That. i• a 
ooodjtional prom1ae. 

Mr. Nni'IIAJA. But. ll i~ ll v.romise. It. would bind him. Jn ('liSe 
., refund wen' mAde to hun, n. would protect everybody do" u lho 

line. , I I •' 'eJdt .Mr. Ht~;~. Wol I >o genwemr.n yo 
M r, V u<tJO". Y 01. 
Mr. Huo~. You huo in mind particu~trly your proooooorto, havo 

you not! 
Mr. NnwuALL. YM, &ir. 
Mr. l bu. 1'hoy had 67 d•ya, or practically that. frocn tho time 

the Suprtmo Court, on Januo17. 6, held this. p.-ing tn in .. lid, 
until Marclo 3, wl""' the l'nloiodent !!l'llt hos """'"&J!tl lA> Cong,_ 
advocating or 1u~ing such a tAX as this windfall W i& Now, 
if they wt,. 1!10 .Olieitoua to make these agr-eeme:nc.s v.: ith their eus· 
tomen "' mund to thtm tbe amount tbey had paid by - of the 
pl'OCt'.Siing tax. it tiiHDts to me they bad arnplo hmt in whjch to do iL. 

Mr. NEWIIALL. H r may add.- my..U to that poinl, take my 
dient u an uamplt. 11iere has De\"H' betu any intention on t.he 
pen of my client lA> profit in any way by th- amouniJO. ·noey ba•'O 
alwayo inttnded to do the !air tbing by tbeir CllstOmtn<. Now, the 
ooly reuon why no definilfl writings of any kind, in t11• fonu of a 
formal, binding contract, uide from maybe in • row .,._ infonnol 
letters, if tlatl"ft were 5:uch-I un not. sure on Oaat pc?illl.- t1lo reason 
why no s:ue:h contract wa~~: ma.dt\ by them wo.s that. it. wu not clear 
•xaclly whetbcr ohoy would be able to pay tbat back or uot ; whether 
1here wouhl ~?e t t.ox imp<lfled on tbe.m wbicb W!'lllll prevent tlleno 
from paying tt baek. Tn other worda, o! tboy pa•d that money over 
to thcor cuslnonon1 U1oy wore subiecting tbemselvi!S to lbo o·lsk thnt 
801ne «Liltuto woul<t 00 cmRctcd whtch would tax thOM Cu.ndJ in their 
ban<b ond they would be subjee~ to the same situation thot thoy oro 
cow of doublo taxation. Tho~ is, they would be ~ying batk to 
their eustom~r"' without. any ~fund. 

~lr. EliLt. But c.ht.re had bee-n no statement. (rom a.nv ll'tri"l"· 
ti'e or txecuti•t .,urce, uoept. 1hortly prior lo Mareh 8, ptrhapt, 
tbot su<lo a tax onigh~ be eon~mplated. 

Mr. NawrtAu.. '!'hero ,.., a Icc. of public dioc:wlion at to. a "'!ro­
tctift tax. Tba&. wu one point that we. for example, had !n mmd, 
l think from 1he very begrnning. and tbat \fts the ooo ~o<Jol qu~ 
tion. Tb- milbt are not trying to oooompli"' anythong wborh " 
in any way intq11itabl&. . 

Mr. R n.o. ( am 1Ur6 1~ would not apply lA> 1""! truU; bto~ tht're 
might be ill!!lan- in whirh it might be ~r-biiSUI.,. prartoc<> ((W 
1 -r to refund this money to tbe eusto~Mr tban to ~1 a 
Iorge part. of it in taxetiA> the Federal Government. In other words, 
you might find thot now and then ot least 1 proCHOOr ~·ho, kno'!· 
ang lha-t he was going to ha,•o to respond t.o a heavy tas on dus 
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partiMJlar than,·tcr uf inc:-.~mt~ mightY), -\\'"11. 1f 1H· h.tht" tt.~ PI\ 
tht': ruullf\ out. 1 ... 1 u~ ~,~ 1t to our cu•ome,.,.,.... Um i f thb. 1mf.f 
hnx- '" .. ".n-chif t•:<. -Ktli~ is t~f iultW'IIi!'J:t r .. a.on Wt•rt l)~nt,. 
h"' 1nil!lu not,.,~,. then rons:1dtr rtfundinlt' at to h1" c.u.ttomerw. Y{141 

n1i~·ht han ifbat~UJ(.T."i of lhat t-ind1 w-hit,h. woold. df'prt\'f til~ thn~ra­
t•tt·nt c,r ...onll' ren'nut.. I am not ~rtbm~ thtt to )Our tlit·nt. 

\fr. N'n tu.u.. '11~is money that U, paid 0\'tr to a rtlattomtr 11 In 
llirtl tl\t!tl. That i_ ... there is no deprlndon O( fCH~nue to th~ Oo,. 
tn•hl'llt. It w ju.'-t. taxing it in othtr handv ratl'l{l'r than ln the 
h1t1cl of the proct880r. 

Th4\ fuud1um•nt•~l point that I wisb W rn.t•kt ;, tlmt. thiJ i.tJ 1 

r.
nwt\4'111 husiu~ quet.tion. He1-e we ore t'On rnul•t~l '' itl1 thi~ prub­
•m: Aro Wtl ~tomg: to m11ke th~e refund_jj or not1 Now, fo1· lhe 

puq)()t.'<'H of J,ttHXIwill. these customers bnving obtained 1-cfund~ from 
otlu•r mill111, tla4.'ro doc3 nol seem now lo be awy nltC'ruati ve ~CCJlt 
to Jlii.V it to t~a<•nl. Now, if we had to poy_it-
.... Mr~ llu.t. 1'11at. cou1es boc:.k w t.he question t asked you p1'0\' ioUily. 

' ou Jut\'~ h11d 1lrnost 2 monthfi before tl•e l'rNJillrnt•• ua~•ge u u1o 
down, on Marth 31 in whjcb to promise lo vour ("U" I..OR1C.t'8, 01' agft!O 
with thtm1 that you ,.,·ould ~(und thia t.A,x 11ul for AIOrne rnuun 
you ha,·t'l not. dono it. • 

\l r • .Sr.WUALL. But t.M reason that wu ttot dolle was bemuse or 
th• .Vk that i£ it,...,.. done the n>iU would bo lltlbjccttd to anothor 
tu. 

.\lr lhu.. \~ou •>· lhat other rnill~ ha,·e madt ~funds. Why 
hcHIM ,.«.._, tKJIC •lo th.~ same l 
~fr. s.~ 11.\.U- ·n~ ~ mill...., iu lui').,~ J)tlrf. tlitl han~ sudt 

wnttt·n n•nt ntt'b>: thttl U!. a. nun1btr of thf' uulls du.l ha'e auch 
~an·hnJt. "riurn I.'Ontracu with their customerc. ~nu~y w~re worktd 
'" a11 J)llrl ot the acknowledgement order fonns and the iuvoic.'tl. 
fhal i"-t h~"' • e b1ne a situation where comtlf.titort are J>laced in r. 
dtfft'~nt l)()tolitiou. 
~hw, I .would ti~c lo indjcate. to you just how this would work. if 

ch1~ •.lflt<\ 18 not ~uflt'!l ton later date. ASRume th11t Jl mill in tl1e 
JiOtC1(10n of 111y ch~nl 1s not nHowC'cl o ded uction. ~l11e r('tmlt. is Umt. 
lhft tiNilf'l" who lu'" I"Ueejved a refund ft·om us hnK 11 lox irupoet.'tl 
upo1,1 hlna- a DO·pt1r(.l('llt Lax. If he has, ln turn, paA~t"d on the tn.x 
'~'Ius c•a~tOnltr, a.OO·r~rt~nt ta'XI by hyJ>Oihe.sis. iM 1mpo8tl(i on 11mill 
loltuatt'd •• my c.hent 1s SJtuatad. l n other WOI"tlS, under thc:NJe c.ir· 
n&J1h1Ail('('K tht•re a~ two 00-p(•rcent ta..1:~ colll"Ctffi witJ1 respect to 
I hr ""mr Ia~ rontruL One 90·percent.. u.:x it imJ)()!i('(l on the proc,.. 
.. ..or. ''!ci!JIIII anOih@r 90-J~nt tax is im1~ on the df"altr. 

\lr. \ "~"'· In that cue. w·twn did your rlifnt make the n!fund t 
~lr ~n·n•u.. ~~ has not • c:<ually made th• rt'lund , . .,.. 
rr. \•~1111(·~. u ·~has not. then they ha,·e nothing to tAx. 

llr. :;.,.,. .. .._ \\ til. llr. Vinson. tho poinL is that tin~ oniU t ... 
to mon tho rorunds. 
~r. \' rs,U, ltm

0 
~w; but the mill will not make th• refund i£ the f.""' O • ruled StaU'!; fix.., a deadlint whiclt i~ o.rtainlv 

WOOIJ:.!trt to fuc.. 1be deadlint VOU would SU~jlt>ol. migbt uot ~ 
tom ! tl~\ dtt.nt.: but eert:ainly, it you ha•-o a deadline it. doos 
~ tef'IO 10 lll~ that f.OU " '0Uid 10!!11& the goodwill o f \"OilY eu~IOIHN'8. 

ty •~ l'tl"l .. mly ROtrt# to ha,·e to 00 bound by the"lnw. 

) . 
lfr. Nr.•ru.u.a. )\~eu .. tbat. a. not th6 way customers' muu.l• •-ork, 

)tr. Vin:oi'On. lltb o:tlrtOJIH.'I"S see tbe •~uaJ caS~ coming m to d~C"tn 
from H:ttain othf-r p~nt. and 1~v 8et" oo eu.b rotnillle' from M. 

Mr. "l"n<I!OX. Tlan you made • •in!'le refund! 
Mr. ~I'WTI.tt.L. I am not~"'~ There mav lta'"'t OOtu iOme ~fund• 

ruad~. .. 
Mr. rts80N'. Hut M') far u you ~om .. you havt not made I l!.lfiKie 

.une1 
Mr. NEWUAt.t.. I do not.lmow either way, air. 
Mr. VJSSON. Now, 110 far ns thi:5 double ta.x11t10n is t'Out."£'mt'<1, 

y<~ur dient i'l J(Oing to hold •hal money untH you find ouL wluu .. the 
law ist 

Mr. Nv.wu.u.t .. No; IU,\1 ••lit~~ll ~ays thut iL C111111rn holfl it. For 
pntct icnl IIIIJtin(lfft l't!~M>n~ tlwy hnve to JM.Y i1 m·cr, lJ i1 ju51 11. cnso 
of Lhrowiu~ot "/> t.hc.1r hsnd.t4 unl068 they pay lhiH IUHUey LU th~i r 
C'J.IsiOillf"l"iij nn• if LIH•y do pay this mont\y tn their c•uJi(.lnwno.. aa 
1 $1Y, it reaf'hM lhia intquitnl>lc resu lt. 

llr. V•si'ION. On whut dntu arc tlu~y going to ru•~· itt \\rluH it 
1be d£tMdlilw liO far u their l'lyrnent is concerned t · 

llr. ~Y.WIIAU., The dt!adlin~ ha'; not. been fixed 60 hr u U~ir 
pt~rments are oon~rnNI: but I do n(l(. quit.a ~ how that ill nuutriaJ. 

11r. VtS80N. Jt it mat(lrial fttl lo whtlber 1hey will PlY 11 or not4 
That is thf' point with UL 

lfr. ~1nn1 .• u .a ... But you r,ec. a detulline., and .so lonst •" ,~,·er\botly 
~ tl'Uted taariJ. wilh opporiWiil\" to complv " Tirb that d~dhn~·, 
thtn it is up to lh('m to comply will. it. .. 

llr. \'rssos. ll"ltat dcodline woold you fuct 
Mr. Nr\\· llAU.... 1 • ·oul1l fix a ~dJine. whith i~ a rH,.uuahlt lnuc 

;.fler lhto tnadmt•nt or tht' statute. 
Mr. \ ' uciiOs. You 111ean nfltr the t naetmc.nL of th~ flhiUt~t 
Mr. Nt\\' UA.U.... Y~ "ir. 
Mr. VINSON'. Oh. ll'N'. , .ou go .. lillie rurtht'r than I und,•rhltiti(l 

, •• did. 
Mr. NJ)WIIJ\1.1 .. lt would tiCIM'!nd on the date of lhf' ('ttnf't nwnt of 

lhe •hrtut·~. Then il "'"cl'"" n 11<ldtoclly cquiiAblo ""'ull. 
Tttko fUlOlh(w IUiJ)t't'l. of ll•ilf mnUer. If wc nrc nol 11llo,wcl n do. 

duction on ROC()Uilt. of the«\ J'to..!unds which w~ al'e compelh\4:1 t-o 1n11 kc, 
Jet US AlthUUlO. LIUtl l)llt ('Uf!'t-OmO-r luu] Roor stod<B OU Jumd on ,fanU· 
arJ1 6, 1036; j r ~~~ haHJ obt:~inod rdun<h> from U.S, Jln'SIIIHIIUJy he 
"ould not ~ rntit1N.l untler \'OUt proposed act to obtain l"f>fundA 
again !rom 1ho Oo,·ernm{lul:- oth<'r\\'i£1 he wouk:J be ~h·ing 00 
perCPnt. from w• and 00 JK'~ru fron1 tl:te Gon•:mmtnt. Tht' ~•It 
of that ~·ould 1xo that !llinct thr t'USUUn@r. the c:te.ler, io. not tuthled 
(o a rtfund l,y h\'IMMh{!fli.t (rom the G-oretllllleDL. "~art' not rntitlt'd 
I!' any deduccioi1 •m ICf'OUnt t)( 1his ,·olunran· rrpa)·uwnt at thi• 
ltmf'. A u~ hu bN>n 1~ id 11,- u~ with respert io ~ s.,~l"' "hirb 
are Mid on Janu•r) 1000. 
~r. VtN80~. Then would you not ha\·e to wait until it i" dett-r· 

mined whtlhtr or not lbe niAn got. his re£und on his floor Mocb 
boCore you could in e.Cet.r fl".Y out. this moneyf 

Mr. NEWlUI.I... lJut. we wou ld uot do it for businf!IRI NlNOI\1. l&. 
is ab6olutely impracliC4blo. 

l!r. V1x~N . It loola! ll8 if you are working this up into a double 
.taxation &ystem, anyhow. 
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Mr. Nawn..u.. So long u you d~ whaL I ABI IR!g~mg, ... a fatr 
doodline, it d- 1101. change the obJ- or your oct u all. 

Mr. Vt~teo~t. Aslm6 thu '" 6x the doodli~>e u tho dote or 1be 
onoctm•nt or tloo low. Now, you ha.., ftoor it(leb, hA•·o you not! 

Mr. N..,.n .. u.. Tho~ is right. 
Mr. VtNOON. Thot moo is entitled to • refund,;., bo not! 
Mr. NawtlAU. A refund on st«-k held January 6: y~ sir. 
Mr. VoNoo><. Floor &tocbl 
Mr. N~wuA.u.. H•ld on January 6; yoo, l'ir. 
.Mr. Vts80N. Now, I made tb.estat~men.t. a. minute. ago thllt. for .YOU 

to be 11fa you have got to waat until Uua man woa·l(8 out,. bill floor 
~k ..... roruud, beciouoo il you pay it to him you may got eoabd 
ap1n. 

Mr. N~WifAI.r .. But. wocan.notdo thatMa. pr .. cticol l·n•llttr. 'l'htvte 
cu~Wrnera ru11 elllmoring. There is immense p~uflo bcins brought 
to b6ar on u& They say, "Yon havo. 1-,'()t t~ JUlY. us thl8 AmoUiu .. 
ot rnoney." Now, aa I pointed out. in U10 beganning, tbe goodwill 
of our cu.fitome.rs i.s the most. valuable. aS'Itt. wo 11a.,~t. 

Mr. Vt~80N. \Vhat. is tbe amounL involved in the rua of your 
•h•ntl 

Mr. NcwuAu. In this particular cuol should oay a total, perbopo, 
or around *-'00,000; but there are other mills, too. wbi<h aro Rm• 
ilarlylituatod. 

Mr. F<'ILI!L Let. mo ooe if I understand you. You .ell, lfltl! aay 
10 a who'-I~ houoo. and you J>&"' tht prooe;;sing tax on to the whole! 
ale hou .. t 

U r. N&wu.Au ... . Let. us aa&ume that; ytt, air. 
Mr. ~·uu.a. W.U, that is who~ yon oro tollcin.g obuutl 
Mr. NcwuA.u.. Yft!, sir. 
Mr. ~·ou.r.L You ,.... it on to the wholeo~alc hollllll. They h••• 

pa1d you, and you are supJ.lC)&ed to pay that in. Now 8incc tho law 
hu betn doclared unconstitutional, Otis wholeflalo h0uso comes to 
JOU and •ya: '"l'h11L law has been dcelured unoonstitutionnl· tbel'C-' 
ror~ Wfi wrmt you to return to us thi1.1 processing tux that. ;c paid 
yOU, I 11t111t. j~ What. lhey ftrQ Clamodng rorf 

Mr. Nr.wn.M.r.. Thnt is it, e.xactJy. 
Mr. I'mo~.r.o. Didn't they pass it on f 
Mr. N~:wu,u.a... Uut.. they are in tun• reflmding t1u11 .. to tl1cir cus­

tomera. 
Mr. ~·ULLI'JI. Didn't thev pass it on! 
Mr. Nn.•t.uu.. l say, u.) tbe exumt. that they patl8td 11 on tl1ev in 

turn- , " 
)lr. ~·m.u:a. 11ooy possod it on to the ._,oiltrl 
Mr. 1\:nu"'u.. Thty ·~ refunding it to then ru .. to.nN-.c. 
'lr. Ftu._o. 111t"y ,..._ll on to the ,....tailer and FoO on to tht ton· 

'"Umtrt 
haMr .. ~E,Pru.t. ~t' i\Li;Jt.;. ; . on f'"\t" fll~hflr """f'Jl ;~on,. tat:.41' I btl 1 

ve tn nunc.L Uu~ they. are no~ aclUally makmsc rt'fHntl'(. In t"'O· 
~lHHI • ,llh.llr. Vl.D8011squesuon, the.largt!lit cu .. tomtr of this par· 
~('till[ emil ll. as • m~;ttu. of fact, making refunds, if they arc not 

ftta(l tohmplttfd, whieh m tum. as a busin~ nuut~r. compels It! 
to ma.o I too rdundo to them. 

l • 
)fr. Fut.rA:a. Now, tbw1 you • ·at1t to sa~ them for a dtnland 

that tJttJ a~ tnakmK ~( you, in view ?f the lact tha._ tbe1 rMh&e, 
bow, or thank thet. t_hll Coogr"f!8S l8 go~ng lO pt.f8 whet a known .. 
0 .nndfall tas Ul ord~ to ~ that tu into the Federal 1._uryt 
Yt< they aro dtmandwg or )'011 that )'011 pay tho.no boock tloal IU 
now I 

Mr. N~:•~u.u..a... Exeet.Jy. 
Mr. Fou.r.a. WtU, ii you do not pay iL bock, will n()(, all th6.,... 

or the men that they tpply to bo in the same attitode tho~ you arol 
Mr. Nzwu,u..r ... ~or. Air • 
~lr. Fuoo~.u. Why J 
Mr. N~twnAI.I .. Uecau$0 in a nwnbcr ot cases these. Other mills have 

done one or ~wo thinh"· 'rhey have either mAde ttetual refu_ndH 
prior to ~lllroh 3\ 101.16, or lbuy bavo entered into whot ""' de•rly 
Iegul, binding, wrJUt•n ~ntrncts to Jnak.e such refunda. ; ao . that th6y 
sre entitlod to o dt-<luct1on under this present dCAdline. Dut. .mills 
situated u n1y client 1.8 oiluated aro not ao entitled. 

Mr. VINeoN. You did not make up your mind tA> do this in time. 
Mr. Nt'A' IlAI.L. Tile point.. is that these other mills e.ntered into oon. 

tn<:ts and look the r;.k. They aasumod a real risk in entering into 
...W oontroet.. 

Mr. Vn<I!ClN. l10y, you just. did not make up your mind botwoen 
January 0 and March 31 

Mr. Nr:wn ... u. Yea; bo<.u• of this q...uon or double liabili~y. 
~lr. v"'"""· Thai ;., right. 
Mr. Np•u•u. Bu~ I am just. pOinting ouL the oetual aituotioe 

that. my clitnc. and a number of others are facing. 
}lr. v,,...,,.. or - .... you roc:ogniu that oral ogroomonta ..... 

much taSitr to prove tban written memoranda or written contracte1 
Mr. Nc•••tAu... YM; bu~ 
Mr. V '""""· You recognize also that that open8 tho door-not 

to your c.litnts, of 0001'8e, but. to some fol.k&-to t•ke tulvantago ot 
U1at sort of thing I 

Mr. Nr.wu .• u .t .. Out. you ay it is easy to prove. 
Alr. JhLo. It gi veo ·~ morn elAsticity. 
Mr. NPJWH AI.L. I tun o processor. You PY it ls ea.~;~y to prove. 

Jt is easy for my custom~r to prove, and there.fo1'8 I, who hove tn· 
tered into nn ora.l contract, tun placed on this JlOeltiOh-tllat my 
eustonl<'r haA, AI you say au eu_y job to prove an oral contract on 
my part to make ouch relund. 0£ eouroe, tlois hu boon talked ovor 
btt.ween the CWIWitl(lr'l and the p1'00e$$0r8 for a long tinlf". 

Mr. VtNfiO:t. l• tJu~re any queaion as to Lltf' oral ·~nC"nt. bt:ing 
su'-Juontly voided I 

llr. Nt:WJuu... I do not. think 80, if it. is a wppltiMntal Agrt"!f'hl('f'll, 

- in oonnection with lhe primary sale or goOck Tha~ is, it ~· 
be a separace cotltl"ad. 

Air. VI><IION. Tbon <touinly. i f i~;., no<. that lett.r thaL "e tolkod 
about • while ago iJ pretty good e.-ideoce ofa cor.tract, i• it not I 

Mr. NZW1lALL. h . 11 eTidtnce o·f a contract. but. you aOO ha\·e the 
legal problem of integration of a contraec. with all previous wril in.gw, 
~nveroatio ... , and 10 forth, being embodied in the final document. 
X ow, tht:!. fina l rloeument. in these Pftrtieular c:a8e6 iM en order fl'h~en 
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bv dtt ru~Uln\er: .. ~,._ u py fiO many ~LJ •.t au<'h ami FU('b a. ()net", 
wlwh •• acknow,rd • . . 

Mr .. v1,~s-.. \n it.is_ba.'ied.upon tl~ propoaltnade U\ thf.lttttr, 
aud wturh. -.--btn tbe.y SJgn th.s order, ~ an law. an '""Ctpcanr- Ia 
oth•·r wonl-, that Jttter is werelv • que&taon of prtce1 

Mr N&:\\ nAt.t. That.leUer is .. an informal ltUtr I haL has beof.n tr'nl 
u~U.; btfo,.., The poin~ is tJ¥•: You bo,·~ ,.., • ..,... jti'OIIpo of....,.. 
'V• arf' addrt'6iing ourse.lnos to JU..'Ot one ..-~tllar group, wlw~ thtre 
~~~~ h&\'1.\ ~0 1 f~w let~ }h' poutt. 18 t b~t,. wlwtJu~r lOU ILI"e 
ri 11 m aaying tlmt llu.~re as a bu'tdmg ~ntra,c1, m r.._....·K .w~H"t'e meh 
1 tUrr \\M wriUen. or .whether .l. nm raght. 1.r 1 "-"Y (lt•hntltoly that. 
IJlN"t~ wq not that du&t. as 8 queshon lo IM\ d('('ult•c.l h~ P t·ourt. 

Mr. VtNHO~. w,. Ctu\ put. (an..,'ltl'g-6 in lho bill to 11111k"' tJuu. (l)(!ar. 
Co.rhlinly if A lf'ltCI' hM ~ Wl'ittc.n ltllcl llli CX}H't\fooH ngl"(!oQtllCIIt Or 
PTOJ>Oftllf futll been nuulo to nwko. 11 refund, llll\ GuvN'nmcnt h ( du• 
Unated Stc1tes ouglat to .-.-cognize thnt.. lt.is ,-. ... lut.•('(! tQ Wl'itil'~ and 
1111 in ~OOt.J fnith. Uut ihe ge.nllc.mnn is fiOillg JH'etly f1~r wlu-u he 
oome. in h~re aucl wMtts to have thoso llungs uu,do &UbJOCl w oral 
c:t~ntnu:l& 'rhal L~ tht" point.. Tht! genUemau is a lawyer, and be 
""'~'.maY.et th4' t'OUdition 1h1t obtains in r(le,ta.rtl to mallt•rw of that 
kine I_ 

Mr. N't:Wtt.Al.&.. Uu1. Mr. \-itl$n. what 1 am ..,.)·in.(!: l'OIOt'lll_do•·n to 
1hi.: In rn~c c:asts. tntirtly aside from thi:tt qu<-.¢1Hil o~ u~form.al 
writ1111,~nti~!J' uide from that q.-ion-Ute problen1 •a, 1f !Mro 

"114) Adt wntings, as in m06l. cues I tl•iuk thco~ "'<',. noc, chen mr d~tnl i1 t>ll«'<< in tl>e pooitioo of btiag (()r<tl(l, for p~ 
bU.at;inftill rea;,ons. to 1uak~ lhe:st ,·ery sulbtanua1 r"f!funda. and ytt u 
ut tlVl tntitlfd. und.-r tbjs cMadline.. W any deduction or anv allow· 
"'""' on otx'<>WII of sutb refunds. and by pw;blng 1 hn dol. along 
to a lawr date it. does not l"oi.d tl1c. object of your Mt in 1ny way 
bocatrWI'you impose a. windlalJ tu on nonpi"'CH&&rv. You l.,"{{t.lh~ 

Mr. I• UtA~R.. [n ocher language, you wtult. tht' drHt\ e.xtA.'uded so 
tlurl )"t•u ra u rl'tu1·n this $300.000 in proc.-e.~iug t•x 1o t,ho \\hOI~ 
Nllt•r I hat you s.old tot 

Mr. N•:wu..u.e .. 'J'hat. iA right. 'Ve hRVG got to do thnt... 
Mr. Ji"m.t.r.h, 1'hi\u we would prOOOl"d t.o get it fr'Om hi Ill in""'nd 

ot pn~ding u~inRt. you? 
Mr. NttwnALr .. "l'hnt is rjght. 
Mr. Ft I.J.nt .. In neher l 11n~lllllr-"l' the ''et·hltl t'Outrn(tl thut you have 

1'\'ferr~ l to rt\1\Y J)(lflSibly develoft in tltht wav: 'l1u•t the wholt'ti&lt 
hou"'(• tluu you ar(' ~!ling to will come iu amf prm•e chat. yOllr ~m. 
••r "'".ur uf your repreaiienlath·es sajd to him~ u yt;u buy thfi'ie goods; 
•tt •&II thlrJ.."t' ,·uu this j)l'(llttigin; ta:.:, hut if il ill de<'lartd aUe~l, 
th•·o Wto • ill rtri1it h buk to \'011. Is that what \'0\l meAn b,• tJ:~ ,,,..1 4..'0UC ra.c-t,. f ... • • 

\l r. SnnHu... Tht"" mi!.!ht be :;ome oral rontrat1& 
~\r • .,~, unt.. \\'"bat othrr kind of or. I oonlratt. rould tntt~r into 

lbt· qu""'1inn lluu wt- are talkin~ about l 
Mr. Nc•u\~ .. ll•erto •ould be meretr oral rmnmitnwnh,, >t"'.' it. 

wuuM br that m ~ul,..-at~bal -if due us i-. an m...,.,ral e,-acltOn, 
fif'f'lll"fd lu ~80 by 11w l-nited Statei. Suprt-"mo (\Jtll1. rhtn "·e will 
pt.~· that UIOitey ~Ac.k t~ you." 

Mr. Fu~.nt. ) {'8. ~ow. d1ese JK'Oplr nu&kc tluu demaaHI on ymJ 
ln VI(:W of thf' raM thai the Pre .. itlenl has ao.;kt-~1 for li •••:c on lt, 
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aod u Lol ~otralh· luM>•·n all O\'"tr _d~ eountry.~ by thto peopl~ who 
_.., lhf dom~~nJ, thn "" •~ ~..,ong to ':"'!"~ you to pa1 tho~ 
lAS into 1 h• T.....,.uryi that 90 penltllt-otill tb•) an uortol\jC of 
yoo tbot )..,.. return ot 
• Mr. Nt:" IIAU... Jo~x:act.Jy. • 

Air Fcu.a ... ~nd for bu.11nei8 rH..iOilJ you "·ould bk~ to ha'-e tlle 
dote dot.nj!«< oo thn "" will collect it from th•m tltllle•d of you, 
.. thot rou ron poy tho ononoy direcllly boc:kt 

Mr. N&wlw__.a... 'fht po~nt is that we. have~ t~ l*Y it. It it~ not. 
a questiou or your duUigaug the date and our makmg tht' l"fflnlllL 1t. 
it. 1 (IUl"liOII of !wing t'OIHJ:H•IIed, in order to n-u•in the J{oodwill ol 
t.beao- clirutM, howeve1· u•n~•J<Ouablo their deru1uHI• m"~' I:H•. l au\ 
not. arguing how l't.II&Onablo tbe.y aro. BuL the. point "'' that lhry •rc- ula"king tlw tlem11nciH, Mntl iu order· to .-.,tnln their Jr{l)()tlwill wo 
1M COIIlJlt'llt-d lu lfll~l.. thCJII, 

Mr. 1• uu,flt. rou aro llffi co•npeUed to meet them uni(•·A yuu p.ty 
it. before this law g~ into for(lo and effect. 

Mr. N.cW1u.1.r .. YN; we •ro compeU.-d to U1Jike prt!tty 1>rompt 
payn16Jt. right now. 

llr. Fou.o. Oh. oo. Cer,.iody you ""' not. goinjc to turn I()Oij6 
$300,000 or an\ other con,.-idtrable Mun unless you have a good idta 
that this law .;. !lOin!( into fO«e and etrect. ond we • ..., goin..: to hold 
rou rtiporuuble (or ll-
.. M.r. Nv.wUAu.. The uUU saya we- hal"e got. to. 

Mr. Ftn.LD. 1 lcno" thfl' do. 
llr. Tttou.owu. Mr. Ne;.i•all. I uudmUnd that yoor group of 

mills emplon oboul 300 btndol 
llr. 1\t:WoOAo•. 1 do no< know !.""' whot ntullber of b01Kl1 ~•1 do 

eo1pluy but thty ere 1 \'tr\' si1..ab e mill. 
~ir."T.Ir.AOWAY. llo""' nlany ocher,; are tbe.rc in tho ..Eut.-in the 

Ntw ~;"F'" '"I f!lnt<'1'. for instan.-tbot are lrimilarly eitual«l I Lot. 
n't put I( t hi~ WilY: How many tompelitors of U1e BooU. Milia are 
lbe•re on the prudu('tl t hot the.y turn outt 

Mr. Nr.wu.u~l ~oo 1 run o fraicf I am n.ot up on tba.t cx1ct. number. 
J know t.l11tt t lu.wo arc. 11 vru'Y lorgo number of sucb con<:N'Ill. 

Mr. ' l'u~oWAY, l r11ther in-fc.rred thntsome hnve gone. uhead\ irro­
tl)etlive of whit tho law is liko.ly to bo, and made these refunaa; or 
have lhey all held up the refunds I 

Mr. NcwttAu. No; there ha.v& been a number wbo ha"e made 
rtlund& ln largo part those people .wbo have made r:ofundo hove 
dont't 10 punou1nt to HOme tort of wntte.n contract wh•th lhey en· 
tt""l into btf~>re )la"'h 3, or they mode lb ... refund• be lore Much 
3. But thu~ lf'f' a f'OWiidtnble number. I tmde:ntand. who are not 
~~~.~ . . . 

Mr. 'l'II.UDWAY. Th•n, if the BooU. Mills did- ~ye thot)<in<! o f 
a toolra.c:1. with tiW'ir ("lt.litOrnf.ni. a.nd I.J"e o.ow awatllrlft ltPI:ahon, 
•he...ao th•or oom~1on1 did bne • contnct. and mode 1M ~fundo, 
you "'1!'!6 Uoo~ 1h• Ooott ooocom is bondinpp<d in rdotion to good· 
lrill woth I be purrh.,in~r publici . 
. Mr. 1\cwnAo.L. Exortly. They COllDot do busi'\- witboot r<U!n· 
ong -h goodwiU1 ond Ute oomJl!ltilors aro m~ng rdupd.a, whoch 
putc tho lloott Uollt in tho poeotion ~at ~ey, on {urn, '" ord•r to 
mAinto.in tbot goodwill, han to mA.ke such rO!undo. 
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Mr. TUADWAY. As far u the quality of tho ~ manufA<Illred 
,. <'OII«!rood, th•y are pradicaUy all mo"' or 1- Identical; are u..11 

~lr. NEW"IIALL.. Yes, air. 
Mr 'l'auown. !\ow, yon ecmsider ~will u a ••ry Ia~ i~ 

do you not I 
Mr. NEWHALL.ln mY opinion, it is tbe mMt •aloable ..- which 

a null ~u have.. \Vitboot. soeb goodwill it cannoc. continue i.n bQU. 
ne ... 

Mr. ' IIr.\D\\'AY. You would notlimiL it to mills, would you! 
Mr. NewnAU.. No; anybody. 
Mr. TRr.Aow.r. Any business! 
Mr. NtJW II AW... Yetr, sir. 
Mr. 'rlilr..AOWAl'. n hnl>pens t1Hit I bavo. a liU.Io line ot businCM-not 

a mlll- nn!l if we lost goodwill we would quit, 'fh•t appliet~ to nl· 
most- Any buMincst~t...does it not.t 

Mr. NitYt'UALL. ~acUy; yes, sir. 
Mr. 'l'aUilWAY. So lbat, havin11 earofully studiod ...,..,llln.lt>Jldl· 

tion no. XXIV, you are in a position to testify for your client lim 
if thfil«tl~Ut'"'eions contained in recommendation XXIV a.rc aeluall1 
written into l•gi!lation. the Doott Mills will sufl'er oo•oerely! 

Mr. Ncwu.ALL. Exactly. 
Mr. Tu.u>wAT. That is all I wlllt LO uk, eXCI't>C. this: Can J<MI 

gi.-e ut any id~a bow manv other mills: are simihrly &ituated ihat 
are not appoaring here with you LOday; mills that are in the._ 
t .. .-u 1011 .. the Doott Millsf 

lfr. N'BWUAU.. 1 ban.• nol made a can,·a.ss of thf null$ 10 J..'t'Mnl. 
but 1 know of my own knowledge that the~ art~ t~everal wbicb aft 
11tuattd in that way. if not in fuU. some of them at leut in ptrt. 
That itt, tl1ty may han~ made written contracta prior to Mart'h ' 
with 80rne customtrs, but not with aU. 

l[r. 1'ar..ADWAY'. And it is • qu~-tion or good faith in lh·infl' up 
to t lulttf' rontract:o with their cu:stome.Nt ~tncl there foro they t~eCure 
lht'ir ,.ttl()(( will : butthtre is no good fnith involvf'd with your clu~nt' 

Mr. Nr.:wuAJ..a.. ' Veil, thc.re is good faith involved, bccltuiO-' 
Mr. ' f'tiAUWAr. But I rne~.an so fnr as ony oouh·r~c•t iii L'O IIt~r••~LI. 
Mr. Nr.wuALt... So for ns !Illy oon1roct is l'OIH .. ·trru"tl, no ; lml1110Jitl 

eo·ntnull.a. 80 fM a.s we nrc eonce.rned, nnd othen, llllrth' ~;cjst. On 
lhf\ ••rne IH"~·mi~ ol Che n~itv O'f rt'tn .iniu~ $tOOdwjO it itt n~· 
ury tnr "' •o do the fair thing b,: our customers.. ' 

Sir. 1 ' ft:f'..AIH\' AT. You aro com;;ntf!td that corrving out thl~ sug­
~tim\1 on p•~ 8 and 9 would be a very seriOtis dt"trirnent lo mUlit 
mluat.ed •iuu llrly to 1he Boott Alills! • 

llr. :\~" n .u.t., YtA.. sir: and I am sug-gesting a way in "Ahieb the. 
bl,.,a(' obJ«t can be a('!OOmplisiJ.-d without. rlotng any 1nju• ice Lo 
anvbody. • h•rea• tl1is is atoomplisbinl< tbe obj..,. of doinjC inju.lire. 
An~l 1 cannot tee- w~r the COOlJiljttee tdtould not l,)fl willin~ to n1ake 
a ahght ~h·.~ ~-b•cl! ~ould not all'..:! ll1eir objt<'l, lx•t wt>Uhl ~ill 
a~ad . th11 ·~Jntt~ee wh.1ch I have pomt~ nut. IL il a l:;racutal 
tnJUilltfl wla:-b 111uaU, ex~ 

The Cn.ltltJCA..v. 1 uriderstand yon to say tb11. ,-~, ha'£' a ct.._ .. o; 
ro.lomt'l'l who t xpec:t you to do something that you h&\f! not. agfh~ 
to do, that ~·ou road~ no contract to do, and a"' umler uo oblipatiou 
to do; thal•f you do that., it is your own'"""' H you refund tl•= 

) . 
10111<thing that you ba•·• not agreed to ~fund, you 1uatain ll•• ,.,.. 

-:a~-; but If you do DOl ao that, you a"' gomg w ·- '"'" 
P>!l•illl 

llr. """'"AU. That 18 rigbL 
Tbe C nAuuu><. You have a nry pte:uliar claN of custOnH'I"L 

'111•1 Lne no cont""'L wilh the others. They eanoOL geL it from t be 
oehon-your compef.Jw,......nd yOL ll1ey .,.. going to g<ot mad "' 
you and deprh•e you of the business and tum that butiintfllll oHr to 
10nte other eon~rn jlUJt. becau.se you do not do something th•L you 
have not ag•'t«l to do, a.nd are under no obligation, morally or 
l•gally-

1lr. Nr.wu.u.1 .. Th~1"e is o rnorn.l--
Tha Cn•mMAN, Wait ft miuute. 'there could not 00 a morftl obli · 

!!Ilion unlt'f!8 you ngr~d to do H--to pay it out of your own pocknt. 
Yt you 1 Bke t hiiJ rnoucy out u f you:r ovn t>«i;et. :md p:1y it over to 
them! they ~~tting this money as o bonus, lxMutuse. Hu•.y hav& 
bou8 1t obese a and 80ld them, asl w1derstand. The logicol oon· 
alus:1on woul lx-. would it. not, that they wotLld hav& to go on down 
tho line to the u ltimate COil8umc.r before justie6 wu done.! 'l~hey 
ba•·• no riqht w uk ll1ie money of you unless tbey ore going LO earry 
it down and do'f'·n and down. 

Mr. NEWuAu.. Toke a p...,.,..,.jng mill. Il will moke a refund to 
ita mstomer. Now, it.a cuRomtr Will be in one of t,.·o a.ituatiou : 
Eitbor he has .-,ld th- goods and puoed the tu on, or he .till 
had thOile goods on hand, .. y, on January 6. 1936. :Sow. if be had 
,_ld t008e ~· and 1"'5110<1 the tax oo. be would be sub joeL 10 ll1e 
l().pe_ra:nl.. tax. 
~ Cu.ua1uN. lit is not a pl'OCtSSOr. 
Mr. N&wtuu.. No; but the proposaJ here is to im(>Oie 1 '*" oo 

dealers u well aa proceaors ; on non processors u well u th()liif who 
proc:<'M. 

The CuArR><AI<. Where wou ld you finally sto]l it! n ow far 
wouhl you pliAA it. ont _How far would you continue lo l'('{uud in 
onler thal equity might be done! 

Mr. N&W"IIAI.I ... I am representing o. processor who mnkM "' r•(l (und 
to il8 customer. No,,·, 8o fu r ns I run oonc<wned, I hnve llllt bf.cu 
unj1Uttly enriched, h&vo. 11 l h:tvo received cert.a.in mon~y, 1Uld I 
have l urnNI it bAck to nw e u.stomer. I htt\'e not been UUJUa;tly en-
riched. • 

'rbe CuAntMAN. You have not yet. 
Mr. Vrs~"'· Take it ri~hl alons,t back. wher& do you wind upt 
Mr. Ncwn•u. ·rake what back! 
Mr. V.-:N8QN. \ rour refund. You get rid of it; you pay it to your 

CIISiomtr I 
Mr. NP"'n-'1.1 ... Y cc. 
Mr. Vn<80~. Then h• g<!C.8 rid of it and pa~ .. it, say, w a jobber! 
Mr. Nr;wn.~J..L.. Yts. 
Mr. Vn•-.o><. Thejobbor ~3 rid of it and pays it to the mai~r. 

Then what doe! Wbtre doostbe consumer eome in! 
Arr. Ne"' IIAt.L. You tax the ~tailer il it goes all down that. line. 
Mr. Vn<o!ON. [.occically, of ooune. tl.., ll1ing for him to do .. ould 

be to refund it to tho coMumer. 
.Ur. N•wn•u.. Well, that would be impo€Siblo. 
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\lr VI'MOS. That ts what I s.y. 
\fr" s ... ,....,. Thot .. -ould be imJ>OI'I•blt. 11 ~l<>ultl 6nou1 got 

tu a (10inl •htr"f' you ~1ltl impose your tax, ~n~n ~f you UltUme tJua 
luuJt liM of rtfun•lll.. •bach we do not know wtll uast.. 

\lr. \·a~ll()'" . n,tn it would be n~•rr for tb(" Q'M~~·nnlfllL to 
fullclw thn)UI(b toat:h iC.ep tnd han~ ta .. -aw~. enuh.1pbcrt1 of ac.. 
hun~ whtrh th('o Jwople of 1•• Wbor. ACX!Onlmg to your lh~, 
ynu would have to ha'f'e lawsuitS dear down thfl line to ~ dtaa. 
th•~' th111101 Wtrf.' done. 

Mr. Nr:wu..u..t.. \\rell \'OU •re doing that ln J>art. 11 lrvadv. 
Mr. \ ' tN!iOX. No; j[ We just b~tl ~ne. tmtl th~ felluw w~u' won it 

s.,~it tht• tuone'' tlu1t. would siwph fy •t, at letiBt. tn u ulutea·utl il~ftle. 
Mt•, Nr.wuA; .... Hut yot1 already lutve t hat problem, .M r. ViNtOn, 

mul('r tid~ pn~Reut llendJine. You R1~ndy hn,To thnt. prohl('to. 
~l r. VtN"'UN, Wt" do not hove it. in t h(l c~ vou have I'('.(Ol'rt.'<l to,. 

""ht'"' tlw tttcliWY h. t'OIIocted aud is tx-iug held t l1et·o t't'tHiy lo tum 
iutu th~ '1'11-iH;ury, "ft•bieh is an ado•ission on your I)IH1 that they 
tllcl/).,... it on. 

' r. XKW IIAt..l.., Well1 in this particular l'A~ ne will IJOt! l'UtupeUed 

to IllY it bark • ., . • • • • 
\Jr. lltu.. \our operation, earned ou1 w n• lo_gical oortchu1ou. 

would bo jUM. u in<hcoted here. I~ gi<e. lllo rtlailtr the op11(Jrtu. 
nity of 1~•1: lht tax on lA> tbe <ODOU,.r-hundreda of tloousands 
of thrm-inMNtl of a comparath·tly smalter number up the li_ue. 
But if the rotoiler ""'"""it on lA> the c:oou;u100r, llltn if tht O<>•·•Tll· 
mt-nta JCtt8 any tu at all. it. has goc. to go to uu~ eowillmtr to gel 
at. That would be the l~cal seq"ence or VO\Ir operation. Nnw,., 
a mann of fact~ you had 67 days aftft. this law "·as dtclared 
11\\alul 1n which to 'ntake arrllUf.re~DtOts to pay back, or_ tl!e to artu· 
allv J)IJ back this tax, and you ha\'e noc. doflfl that, u I undel"'!tand. 

~lr. :.-· twnAtJ ... Xo; but yuu underlltand the reosou "'hy tbal was 
n<~ tloue. 1t ill ab•oluteh· impossible to t~ll •-""'tly wh•t kmd nf 
rt"trollt'live tax n•i11 be eni.et.ed. 

Mr. llu.r .. WaJI~ lhe other mills t hat you&~')' h tt V6 mntle re!und.:~ 
WN'I." uot. ~· lletorretl. 

Ma·. N"t:WIIAI.I ... Bt~ t. _I ha\·~ pointed out. thaH. iu n very Jnge nutu· 
ht.•r of Ut~ cl.fJel they hnd t'nte:red into contrtlet8 which bound Chern 
LO makt; G-utlt refund&. 

Mr. H u.t .. I think the committee undt.li'Stands your point. 
Tht CnAutkA..~. A.re t.bere an\' furtbe.r quostionat 
,(l'h~rtl w.,.. no qu_ostioos.) • 

. 'I ht~ CuArxw.t.x. \\ e Ut•nk \"Ou for your aJlpeananct and for th~ 
mforrnlh6n y~u h_a,·e ph·en tlie eomrnlttee. 

(11•• follo~ong meouoraoduno ""liS submiued by Mr. ~ewhaU :) 

~n·•·u•uo•T.u. lltDtOU..~ or ("'l.t..a&..D n. sc-••u. .. .., .l}cauJ.r , 
Boon lllu.a. 

Ia t•nt- '" '""-t Ql:t n •IJllaf'fDt m~U~IaOolh"'- 1 W"LJ:i IH polr.c out I hal 
tblo """""'' •hk-•• IM.H1 lllllc (aDtl otbfor •Ill• tdmiMt"'y •llutal) wUJ. for 
Oft"f"D''A~rr11.W -lblllfM ~ be COIDP'!fle,_od (U tMkCI •t thiJJ t~ w111 be 
...... , -11. ""'J"If(t co Ooor lltoeb (Jill J • •wti'J' 6. 100$. l'uold tltbt.r' (l) b1 
~~~nl""bllah• (Oafotnfo"" M Bo9ct lJIJls (ud otber .wii!J ttmtlArl.) 1uuattd). or 

:r fUtiCoaw"' ot ,ueb tmlhedtate tuatomtrs. 
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11 ... , ...... . u •• tbat t.blt ... oo htU>DU... ol ftl;e ptOpOIIPd lftll .. tbal 
_.. floor .. oct. IW"kl 4·• .lllhbii,Y 6. 1916. Aball "'IDO\'P IDIO tblt tbabDtlf ot 
u-1f. eqa..ll.r UlUf'd..'" 
l~H'. thbl "'Ill oot bfo tJMo ~ ndrtr r~ocmaudalklu ot thllrt ~ 

almot • ftnltoo. at ke.c t10 tar u pe "' are C'OOC'ltl'necL 
CIIHIIr ,,._. W'O'•-*'t .. ne.. PIOC..WO•• Cand. f'WIUII&bll .._l~nt) ._,.. 

_... nttllotd to •A¥ drot!UdJou o. a.t<OUDt of ~ whlda tbtJ ... ,, .... 
IW'i&llf"Dl to lJaf"("h 3. 1000. OU.terwlae t.bAD P'Jru&Dl to a wrhttn C'Ontratt tntff'fd 
1a10 J)fWr to thlt ctatf'. AI. bu llt'8d:,.- ken polot.tcl oat. OTerpowft'IGI bolt:IMet 
,...~ will ('Oml~l Boot& •uu. (and othft' miUt .SmllariJ aJtuted) to n•• • 
IM ft"IUodil abO~• tDdktl.tt!d.. altboa,h lbt,J Aft p.robabl7 Mt ~11.7 oi'Jllnttd 
10 oo 1!10 hy tn.Y wrUi tn \'VIlli'IICt roa M bt>rl)re l lat'dl 3. 1006. Jl'r('JIIUJNbly. bQw. 
..ver, ru•toruf'n& 1n ~hoUl 1uctl rtl\ludl!l were nutde by tbelr iupt>lltn& \tt'OUhl bt 
bltm.-d troot uhlnlnlnJt 11. tiOONIIOCII' l'('rtlncl trom Lht GoY(>mmttnt b)' l'f'UOo 
ot havlnl ttln"iniJ' f'f't't'IY't'tl n reruud on n«<unt ot tru(:b ftoor tR~h rro.n thtlr 
lAIVJ•IIera. •r·ttlA would. ot I"''U~. ms.o tl1at au *"IIPII4tn maitna I Uth rtt\tnda 
••ouJll "' ttlbtiiUU~ he pft7ln1 11 wlncltaH tax to Ute G~,·~nuuenl on a eeouflr. ot 
ftoor lil()('i• bel<l It)' ('lW!Irtfmen on Jnuu.n:ry 6, 1036. on£1 oo one would b~ ~ntltll'd 
,,, r~'l"t•lfl!',. n•rund frl•u• th" 00\f!rnmrnt. oo eoeount of the uax C'!Oillf'nt 111 1111eh 
ltD!"'' •'«'"' All ,. r<!l!'l llt, .!ltdl noor lft1lclol would ln(Wti Into lhf' l·ha nn.tt• or 
u•de taxfd to tl~ I.U,)J>IIer. not umucd. The same lloe of rt'fltonln• a Jli)IIN 
10 flOOr 81t>rkt h••hl on JAnuary 6. 1006. bt tuMCJOIIt!'ra of lhe Pr<K'OIIlOC mUlt' 
tn~fl\Ntlare cu ... totuflnt. ,.. ~8.1 u to me~~ tmmeotare tutomf!l"L JJoou. a.mta' 
Jmmf'tdlate nUitOnH'rt hu~ lo eocne ~ atrnd.r matlo rtf'Uoda to tbtlr toto 
~~on a«''UOI or ttwo"lr noor ••nrte oo .taotu..rT ft. tno. aoo In othH' ~tte 
w111 be f'f)Qfll!l'l\ed for~ buldoew l't'IIU(llnt to do..,. lror UlS. ..-­
fkWiU .Wilt. ill «*tlflk'Ct (A make Ua luuaf'dlatt eut ....... WhO .... ltt'COIIOI ot 
,..,. retuna. .. ~ br tht«L 

Wllh f81l>t't't I& •IDtb awoproere.orw' floor ~oc:b htkt " Jaaurr t. 1-. tt 
#llcle.•t JUt .- -' 1llft'fn·nr. to tbr 0~ W"hethfr n-i'Qndl 10 thf 1........,. 
wtln~ .liWll 111.W an!' m.tip., the tru~IPIIn"" or by the C'~~t. It tM 
•Pill!f'l' ....... u •• ~tuod to ,..., eul:omtr. It It! Dltrel)" d(!tq for lhfo eo ... 
llftlt w-bat tM Oo,-.. ,._..1 "oald otherwL-..e do tor lttelr. 

lt t. IDtn"l,t tquhable thAt the new ft!\f!Due ad a:boaJd not P"!AIJ.H ••"- In 
tbt> polttlon ot ISOOC.t IIHls. tor dotft3 w-hat tbe OOTe.rnmht liMit ttet. It tbft 
talr 1M,. to do. ~ 111 no buts &I ~Just en.rtdlment .. oa Whlclrl to '"''nd 
._., w'lndl"all tu 00 IU('h 11110. wUb rt:IIPtCt to the amouota t10 rttaDCJtoil. aDd 
I! a proper de<IUC'tlon 111 11Uowed. lhe Go·¥'f:rnmeol would not bl:> adw-trwlt 
arr~ed -lfO fu u collN-IIoo ot UtxH: ts C!Ontemed. The atated Ob,krct ot the 
1~ bill II Uuu 110 IIIIN Sbonhl be retained b1 the Oovernmtnt wHh rt-
81lt'tt to ftoor lflON{l• hf'hl Jam111.r7 6. 1836. 

'' tJOUI)Ite<l mothod or 4lvoldlf11 the Lnequlta.b!«:!: lltuat.lon wltb 1'8Pflrt to 
r'llifH)O\el't' nMr l'lnt'k,. Oil J'l\OOUr)' 6, 1030, ls 1'0 ehangc the )lard\ 3, 10.10, 
d«tdlloo to ,. n.•u!J61u&tllo thne r~ftcr the ennctn1eor. or lhe 111w, It "' J)t'Obttl:llt 
1'10f1111Mt' ' " wort (HII 81'1116 otber method ot avoiding the 1n('(l l-lltAble 8lhuulon 
~reared h.r the JJr'N'iMt n"CCrnmtndeUoos. u mould btl borne ln mind, howevtr, 
l htt the ,.,.7ftltnt 10 t.•uatomiPrtJ by UOOtt lllUI m tun be ••cte At tl•l• lhl.'"lle. 

The Cn AliUtAs. 'Ve ''ill ra il llAAin-we CAlled him UtiA mominl(, 
but he -..·as not htm-H on. N&nmfl a .. PettMgill, a R('('lrf'8rnt.ath·e 
in Con~ri"'OS8 from lhe Shl• of Indiono. Mr. Perl<nl!:ill. w& will be 
p"'-'ci 1.<1 hen you now. 

STATEJIEJIT OP ROlf. SAlllJEL B. PE'ITEJIOILL, A IIEPIIESEliT· 
ATIVE m COlfORESS FllOX THE STATE OP DIDIAlfA 

Mr. l~r:rrvr(llu_.. Gentlemen of the committee. I note th•t .)Ott are 
,·ery much p~l for ume.. 1 ha"e a st•t.tment h~re that w<Mtltl 

.
take J~ nUnutee Ul ~••1 • . T will nnit n"adir{" it ""d dirft't my autn· 
lion infornlAilv to what I think is the worst feature of th~ IJin, 

nu! C u .• u--..M.s. Do ,7011 wish tlte sta tement in..."ertHI Ill lht' n-ronH 
Mr. P·r:rnr:orou.t .. Y CYt; if ~·()u ple~M. 
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Tho Cu•l'Dt•>l. Without objection, it will bo incorporattd tn th6 

(n; matttr .,ftrrtd to appear- at the ckM of Mr. I><~Uhj(ill'a 
llatemwt.) 

Mr. l'r:tTt.:rtOII..L. It. .et.IUI to J:Of!"' genllemeo-aud l k:oow that. the 
point hu olrtadJ bow .d•~•loped tD P""."'"" IMtmony-thll th6 
me' itahle tffect of the b1ll L., to p1a.c:e ~'a .)Ounger. ~d •ta~er eona. 
pee.1tor at. a grea1 diad,·anuge as agaa~ .tbe un1t. an the andutlry 
that 1 very ~·ell httlod. ll lll an ..Wntshtng ""'"''• gentl•tn<n, u 
] und•notancl the bill that Genoral MOC<>nt-and I u&c> thot oompon1 aimply "* an ('Ximp1a-wilh 11 ll'(lolcndou.s n'BCr,·o, by payinf; out 
aU of il4 future ean1lngs, is e.ntircly c.x.empt f1'0m ta.x. That. as an 
&btOHi.s.hing reauh or ll lAX bill~ne or the ginntil or Amcl'iCitn ln­
dubJry lillY. I>IY no taxes whnt.e,•er lQ tho lllll)po11. of this 00\'Cm .. 
11\0-llll 11r1d i!8 OOIIl~lit~r in the l>roduetiOI! 0 olootri~ J'('Ja·iJ~UrotOI'i 
or automolHI~ whieb as unde-r tho. Hl!t'Niut.y ol rchumng at& tarn­
utp, will I,.Y • t•>: o! from 22!~ to 42!1.1 fK!IWn~ ur rrom 110 w 1li3 
pe_rt~ni rnore than 1t. 1.s now plll'utg. 

Now, if f'Aeh or ch~ compeung industries produ001 412,600 unila, 
a_nd (lilt' with • 11et earni~ of $1,000,000 p&Jj I ptualt..y tax O( 
$1:!J.I)OO and the other with tho same ne~ earrungs Jl'I1S nothing, it 
limply tnttUIS, u I see it, gentlemen, lha~ you are auboidizing tht 
atrun~r rompetitor to the enol of $10 per unit of 1>roducl. 

Mr. Vu<oo><. WhAt companv do you ba•·o in mind that would bo 
a rompttitor of Gentrol U ocA>rs and would Jl'l)' that 42~·percenL 
ratef 

l!r. J'J:rnt.,mu.. Well, I say from 22~ lA> 42~ petctnl. 
Mr. Vu<IIO"· Uut when you figure i~ out, you O:guro i~ a~ ~.000. 
Mr. l'&'I'TVOIU.. That is~puroly u an illtatration. If I u10 22,1i00 

umte u AJ..r&inA a tax of $225,000, the. advant~ would bt lilt a.me. 
~.fr. Vrsaow. Tho point 1 am making is thi•: TI1e gt_nUemn i8 

vuy much interested in a conce:rn in liis district, I tl..ko it . 
.M r. l'wrrKxoru .. Titat. is correct. 
Mr. Vtsaos. And we ha\'o bad somo diacuBilion about it. 
Mr. Pr.n.,NOILL. 'nutt. i9: right. 
Mr. V JH80N. The !,'C.ntJeman mado n real oonll·ibution in connec­

tion wil It tl>ot-tho Studebaker crowd f 
Mr. PIIM'IINOtu.. 1 am not speaking for Studebaker alono. 'l'ho 

&aJnft poin&. ruight be mado for HudsOn, Reo, Dodge, .Packard, and 
10 ror«h, or the c:ompeting units o·f a.n.y olbcr bu•inea-typewrite.-., 
ell'\.'tric w1.6:hers or a tbousa.nd ot.bers. 

Mr. Vt~IIO><. 'I am speaking of tha~ u an illwrtration. 
Mr. PtrTL"OlLL. That. is right; purely as an illustralion. 
.M.~. Vt~80N. But chey have a boud issue, and, u I recall it, a 

t•rolubiuoo a((llinst decloration of dividendo. 
Mr. l'~ou..&... That is coi'I"Mt. 
Mr. Vt:<80>1. And. of oou,.., they hne special lrt'lllmtnt hfl'e. 
~fr. PC'ITL'<OILL. Thaa. is COf'rf!Cl1 Air. ViJ\1011, But. tho point is 

lhio: That O.ntnl MOC<>rs under that oituation might pal no tax, 
and th~ tu on Slndebanr and H udson and~ would be mCn>Utd 
at •- 110 .J>0-11, o., though lhty were givm the benefit of all 
th<l exempttons on aoootJnt of contractual debt obligationo, and eo 
forth. 

' (I 64.9 
Ur. ~fcCotouca. Yw do not lllMn to .. flhat they do not indi· 

rt<tly poy a tasf rt .. ftfCla bade on the incli•idual otockbolder. 
llr. l'l:n'ID<aou. That ,. true, Mr. lfcCorm..,k. 1,• indi•idual 

(lmfrol Motoro atocltholder would poy tbo tu lA> the Oo•wn.-c. 
'!bot i• oo!TOCL But wo havoto think first of the oorporatione them­oel•...., upon •hOOt our•t•al in buti'*&the <ax-~ying abiUt.J: of th• 
..toddtOiden n......,.ril)· deponda 1L is """""""nly true that of there 
1re 1 wo compMin.g uni:.., wbo88 net earn in~ in 1 ytar ar6 a 
million dollant ... l<'h. and one dililributes all ol: its net. eaminp to 
illl ilor.kholde"'t and the OCher, from the neoootrilieo of d•bl.-retiro­
nteJJI, or expo.n••o~1.retaittH then>, t.hat """"nd comJ?I!lllA>r will hne lA> 
poy atleaot $22G,uw. AlltoxO& mu~ bo cbarJ!od mlA> or10rating t.nd 
.. uing OO.t. Now, if both unita in U1e industry, compotinJ! wllb 
tltch other, produrc 22,500 t1nitf; of chei.r product, you aro 'tivang th& 
bi~t intlulllry an ind iroot Bubsidy of $10 pot· unit by whiclt i~ can 
undersell it.s competitor. 

Now. on "" automobilo L11at. would not be very much, but on a 
h1pewriter or (llettric rc.frigc.rt.t.or, or a washing machine tlu•.t whol• 
.&les at $.501 that $10, under the illustration I hove !fh·en, i• a ouboid.r 

f'ren by tha Gov•rnmrntlA> the large oompolilor ol20 pe""'nt. And 
connot beUeve that that iJ tbe risul~ that thlo committee intendo 

10 baf,PfD· It IM'tmt 10 out that the inontable tendency of the biU 
is to ......e for the future whate•·•r competitive adnnta~ the larr 
no .. eojoyo over the mtall, and lha~ the bill means otill further eon.­
ftlltraboo of eoonornie power in t.be hands of • lt.w gipnlic coma 
binatio011 of capilli. 
Th~t is ono JlOint tho.t I wont lA> bring to the attenti0<1 of tho 

commJttea.. 
Another point, gentlomen, is this: By shifting from lho rorpora· 

tion u a tupaytr to tlto oorporation'a slockbolder u the taxpayer, 
it 1001\8 to me that you n...-..rily defer the ooUeetion of revenu,. 
by ono whole ye•r; o.nd unlflla you ore able to do•>ioo eome practical 
mtans of ove.rt01111ng that objection, you are. ~ing to h11vo ,. gap 
or a hi•tus ht tho collection of hundreds of millions of dollaMJ of 
rovanuo for 12 month& If U1e present corporation inoorno t.a.x is 
retained, and the corporation makes an earning in 1936, it pays taxos 
in 1937, and I unde.rsUand it is estimated that under existing law, 
the ilntOunt would h<l $800,000,0001 but under this propootld pl&n, 
if it makes an earning in 19361 it may distribnt<> it to tiJiotockhold•ro 
in tho fin;t 2~ monUtS of 1937 and tho oorporation pay nothing in 
1937 and the otoclcholder doeo not pay any tues thereon until 1938. 
fbe l<$ull is that the Gorernment. ha& dropped out a ytar frotn 
1t1 tu calendar . 

Now. tlto propoaal of tho oommittee aJloW8 ~ montha for th6 
corporation to mak& that. U.oet'S dist-ribution of 1ta eeminp to it1 
stoclchold.,., from J anuary 1, 1937, to Mal'<'h 1~1 1937: and if it 
dooa oo, and the oorporatioa Jl'I1S aU of ito tanungs to ita atock· 
holden. the OO"J!C!r&Uon io wholly exempt, bnt tho otOckholdtr hu 
'-i•td his di•tdtnd in tho y•ar 1937. and ho does not ai'<Oitnt 
thtrdor and pay taxeo thereon until 1938. 

It ooomo to me that 11tot is a point of tmnendouo intt-. not 
only !rom tho oocial and economic ionplicotioos of tho bill but frooa 
tho fioeol otandpoinl of tl1• United States Go•·ernment, whieh neod• 
lbe money in 1987. 
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1 thank ,..,.. YU'f aau<h. 
Mr , .,,_ .. );(), , Mr. Pttten::.rill. oo the luc. poull, o( f'VlU.,., .ruur 

itlu.araUf•n 111 reg:anl 10 the r~ that no rorponut. tax woulfl be 
reMI for 1he ""ltodar year lg36 ~ ....,.., on '! t'<l<ldllton I bat ,. -
\W.)' hkrly to lulpJ,.n· and . tb•! !' thaL all Ul<GIIl<l from oorpo,... 
,...,. would bo dO<Iian><l oul 111 d~Yidmd& 

Mr PflM'I';.xruu.. I app,....lalt> that.. 
Mr: VPI~!". ln Qther 111"0~' tlae ~pol'll~ l ax for tbe c.lmd., 

year J936 would be. roUee1.ed Ju.sl as Jt, "·ould be under the flat ratt\ 
.)tr. 1•~soru. 1&. might, or it mjght. not. Son~ corporations 

._.ill 1w.y more than tl~e. present 16 percent and 80106 waU r,•yleea. 
Mr. Vut80JII: Nowt the.arnomrt. of the oorporate tax: for lao calendar 

yenr whkh is t1•a 1ax11ble year, 1936, of oourte, would depe:nd upon 
tlu~ ,:mount.. t.hllt would 00 placQI:) in surJ>htS. 

Mr. Pnrrr.xouJ .. That. is cort«t. , , . 
Mr. VrN80N. Tl would requiro LOO J"'""'" L dl8trtbullc>n I<> dro)llbo 

oor.pornte tAx t'OIIl))lewly out. 
Mr. Jlt;'!"''UOn.t.. '01at W c::orrect. 
Mr. Vll<80!f. I think JOU made tbat statometlt c lc•r, buL I WIUI!od 

tu amplify it. • . . v· . 
Mr. l'wrr'L'IIou..r .. Y~; but the. force of my ob)l*'C1 1oett Mr! II'*Ht. • 

pro. unto, an;bow. To the tXte_Dt. !h•t..lhe OO_riM>I"atton tn the fi!& 
~~~~ monllL• o 1037 d~ make dJSir!buhon «! ~~ tila<kholde,.. or 111 
t.x<'t.,.. nmin~.,._that L._, onr what. ll bas petd Ul th6 rt«ular quar~ 
tuly dividPrHls in I~ as to brmg 1\.8 tu nte below 16 pera.u .. 
or down co ,~~o that exttnt t.bP Oono:mmfllt.. is a y~ar behind ia 
the wlleCLion or ita rff't'nuts. 

Mr. Vuuos-. The filtly time they would be a )'tlr behind would bt. 
1f )CUI ha•l 100 perunt distribution? 

Mr. I_.C'M'K."iOJU.. \\'til. iJ geta behind pro t.anto, nnyhow, to the 
e>.lf'nt thll. the corpunation p1ys lc.w than the p~nt. rate of 15 
ptl"fi'lll .. 

Mr. Vu.-IIC\W, WeJJ, 1>ro Canto or eo in shtu ore pluribus unum, 
U1•t would oo lh" only Lime! [TA<ugbt~r.) . , 

Mr. Ptrrrr.xon.r .. I !!hHll not attempt to vie \Vilh tho gontle.man •n 
qu<H ing !..;"tin. 

Mr. VINAON". lf hf'N!I were tOO percent dlstl'i bution, 1hc gentle.. 
lt)nn it~ COI'reet; you wOtJid h11''e no eorport~.te In~ for U1e taublt 
r•ar 1936. 

Mr. PCTTL'fOU.L. That. is right. 
Mr. V t~80w. Oul to whatever extent. mo ney Wtl»l to surphtt, yoo 

would have. a corporate. tax for tbAC. t.uablo year. 
Mr. ~oru. The gmUemAO and I do not. undc....Und •ad> 

otbf'r. You RY that whate,·er e~ go to aurplu.--
\lr. , • .,,..,s. I n>Mn that is lb6 boSe; thot is th6 y•rdsti~k. 
\Ire Prnt::..'fOIU. Whatef'U is withhe.ld it IUbjtret. to tasallon.. 
\(r. VaSiO:!t. Oh, no. . 
Mr. l"'""son.&. Wbat~Yer is not cfutributt'd io tuoble. 
llr. Vts;tOs. Oh, nQ. W'bat is rflained or witJ1Ilfld i.s tht yard· 

~lid< woicoh d•ltnnints lb6 nl• lboL is applied lo lhe odjt"'Lrd nei 
lii<:OIIIO, 

551 
llr. (>"""''•""- 11~at;, ri(l:~l. The earnings not d!Olnbultd n.. .. 

hf ratf' M tht- rntu"' ntt flm1np. 
'- Air V1KSON' And whatt\'er that corporate tu would W~ ic would 
bo ,,;1td 11MI t:<>Uectt'd ro~ 1b~ tanble year L936. 

Mr J~'iOI.U... That a,., ngbt.. 
Mr: \ 'IMON. h would only b6 whw you had 100 pr~nl tbstribu· 

1;00 that you -.ould not. have tho CC)rporat.e tu: for 1036. 
Mr J'.£"1'71' .... ,0~..L£,. I canuot follow that fuUy. lL rnigbt be 0 IJert'tnt 

or~-t j,t..~·cr~lt ur nolhing, but h~ than the pre!'('UL rate or IG percent. 
)lr. Va:r-"t~N'. I 11 111 ('(•rt.-in thAt. when the ~<'HIIe.rn•u thinkl il. outt 

he will *A~ with nl~. 
)1r. Mt:<..~OitliAC'K. lll' n~ with lho,t., bm .. ht.• "l..o 1-"J• 1h11. ir 

lhey ~uve 15 J>CI'Ctlll ror I'C'M'rH~ there \\'•dl be. II IUS$ of J"C\'('1111(!. 
Mr. PB"'"ltl~OH~J .. ')' hut. iN riJCIH . I I is pro. tRUt(l. 
Mr . .MoCott>IMK. lu ulh('J' word~ 11nytluog It!'}..~ thn u 1u• 11verngo 

or 80 ~rctnt. retuin~J few l'ln1·plus would bring in Jtt'-..~ 
Mr. Pt."M'XNOI.tk Thru !lh• prt'.sent. IJI;c. 
Mr. M aCak.liACK. ~ lll!X\. year thon it. would be uudN· the fl11t 

rote! • • . h 
Mr PETrr .... "\ou.r .. 1 hal 11 r1g t. 
Mr: M eCoR.M AC'Jt. Thr ,:,"'ntlrtnun'aJ. contention i.s that. thtre i1 a 

strong probability uf a lcltCS of I'("H!Uue !or at least a ytart 
..\lr. PC1'1"1:Nm.u.. Thal i.s light. 
Mr. V11f80S. I think rou could draw the inftren<.'ft th1l LM,. 

"""ld be 11001e 1-. ·n.,;,.. might be -.e )..., or ~ might not 
bt. nne c."erUinlv ,·ou "'ould noc drop the tntir& corporate tax out. 
unl~ vou h1d tOO·l.W~"' di~ribution? • 

lfr.l't:'M"r.NOIU.. Oh~ no: 1 do not mean to say that. I.JUSI want 
to point. ouL tht' danJetr 1ha1 1he Go,·em~tletll rs not gomg !O gtt 
dlf• monty in I he year in which they thought they were gorng to 
FN. . 

Mr. HILl. or ronn;e, l hn stoekholder would ...... tho foUowang 
\'tllr iu which to pn~' hiR tox on the dh,ide:nd t 
• Mr. l')tnT&Nou.r .. ' l'hat. is correct. 

Mr. Jlu.r .. Uul it hAM not been Lhe pract ice of corporations to g<t 
back and poy out 1'11 o f their dividands 1\t oue J)urticulnr tim<'. 
Somelinu~-H th<>y t>ny t1wm oul. quo rterly and S<lmetirne:s eemitumually. 

Mr. P~Noau.., Y~ 
Mr. Htu .. Now, tiH'rtl would be> no objectf 80 t11r ~&S ll1e ~!'pora· 

1ion i~ eonetrnftl. in holding bnek and payin~ all thHC dav1dend.s 
lflrr l>K't'rnb(lr !H of 1ny \>articular year. . 

Mr. Plt'TT11NOn.a_ .. Mr. 1-li 11 the dividend that. a c:orpo~t1on would 
nonnallv pay ont <Juarterly to its sloc:kholdtrs in 1936 ,. not wh•L 
tbi$ bilf ~ fl"llinll a htr. This bill is to fo""' out !no,.. thon tho 
OOrJK>nUion babituallr would I"'Y out. and thaL <rrtainly .. n!"ot bo 
df'l~nninftl until the tnd or the corporate fisca.J yttr. wMn at bel· 
anre5 it8 boob and dtttrmines what its Ml"llings are lllld how mucla 
It mall di<tribulo 10 iUI o!O<kholders. , 

lJr. Hu.a .. ·n.t ('()f'_JK>ration pevs out iu dividmdJ u It haa bH:n 
dohl!t h<r<to(0,.... an<l th•n it hu 2~ months after tho tu•blo '1f'O• 
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tndJ in which to clotermine ,..iJtt pen:enlago of i~<J od ineomo it bas 
peul ou• rn di<idtndsf 

Mr. ~COL. p.at iJ ritlbL . . . 
)Jr. Hru.. 11rn ,. the mam obj«t o( ham>g ~ 2\!, moolha 

timo r;i•·•n in whi<h to east. up their acoounta and ... ),.: "how :hoy 
tit&Dd .rith rtftrtiK.'e. to the dividends in PtOIJOrtion to tho net f&nl· 

inft'r. Ptrrrt!son.L.. But- th~ enraordinary d~tr1bu.tion co the •t~.:k~ 
boldero that thil bill is design..! to eoco~ wrll noL tako 1111 .. 
until that 2M:;·monlh period, n. seems to me. 

)rr. lhu. 'Veil, "'e would have llrat under Urft prt~Jtnt law. lf 
for ln.wtam.~, 1 oorpor.-t.iou is paying a JO·percent fl.a t. rato now, ii 
mi,:cht issuo aom~ of ita dividendS in l937 out. of lhu e.~&rninJt* for 
1036. Jn thnL cas~, of ooun;e, Uro swekholder wou ld uot. oo liable 
lor incoma t.a.x on it until 1938. 

)I r. Prl'M'•NouJ. Tbat is true. 
M r , 1 hu.. Ro Hu:~re is no d.i frerence in yrinciplo, in that rtprd, 

between the pr~nt 1ifYS1:em of taxatiou an< the proJ>Oitetl ayitf'm, 
Mr. PI:J"'"E.NOIU. I will takej'ust 1 minute 1110~ to 11um UJ), and 

to 111 that th& statement. that. have prepared indicata my .. ~ntire 
oympolby with the idea of t.uing corporate aurpl...., unreuonably 
wilhMid, beyond prude"• need- Bu• it dOM ... m to m•, gontJO. 
mtnt that. we should main tbe p:rfSenl.. 6at ta,x, and then ., & 6Urtu: 
upon that, using the fin;t as a roo_ndation, dtvi~~e eome formula to 
I"M<h the .urplu,.,. un.....,.,nsbly withhold from trtockholders. 

Mr. Tu.u>w•Y. Mr. Pettengill, your prepert!d ttaloment will be 
put in 1he r«<>rd, will it! 

Mr. P~nTE..-mu.. Y.., sir; and I have atltmpl<d to 'II'Or!c out a 
fonnula under wbidr that eould be done. 

Mr. c..,,..,.. ..... I do not know whether you have at ~mpt,.l io 
your brid to define them, but who is going to d68Cri~ unN!ASOnJble 
•urplutn that ••-e withheld! Would- not t.be variation ~ *' tre­
mendon• in the 000,000 oot·porations Utat it would ba diffieullto d•· 
te•·minot J .know you hllve. t~1ought 0 11 Uuat. subject. bec:&tlSO you 
are comt ruot"·e. 

Mr. 1-..tl"l't':Sart.L: I ha-ve given this a g 1'e 1•t. deal of thought.-. 
~l r . . l!tw.. I uught mak• tho sugg..,Uon tltat in 8l'CI.ion 361, I 

thmk ·~ 111, we have set out some standnrds upon which th.ia is to be 
Uet.trnuned. 

~lr. PrtrTr;sou.a... Mr. Crowther, what. I thou~ht. would be some-­
llllnj: worthy of.study would be lo po.mtit llte corporation, if ito 
curl"tfft aJ~~tlt wuh re.ftnmee to eurrtut lilbilitiee were [(!M than 
4 to I, to bui(tl up to 4 to I uoder the p.-nt 1\at tax 
b.· fore whn I nugh• .<~!1 t~e penalty tax would apply; and thrn 
lo hat'f' two furthn lmutatwos op:~n that nameiJ' that in no ye~~r 
ahall bt atnount iUbjtd. only lo a flat u.P., ..... nt ~ excted 10 per­
C<'nL of tltt ott wonh of the eorponlion nor 10 pt"""nt of the ooc. 
alN or 10 ptl'ftnt of the net. operating income; u.~ng that as a limi· 
c.aL1~n In ·~Y one ,yftr upon the 4- to 1 ntio bet.-..·t~e.n 1Mb! and lia· 
btltueo, whrth ougbt not. to be t.axed moro than tho p.-nt rat£ 

Mr. Cao .. .,.ur.o. And you doscrioo it ad••ioodly a• • 1"'"". lty tad 
Mr. Pt"'TTL~ou.t .. 1 /~a.1d that.. T prefer to call it a 1\JrlJX. 

• 11
1 

1ft r iiA11tMAN. ,, tl tJ•An_)c you for your app•el.rll106 l tld for the 
an ormation you b"v~ given th·~ COJnmiit~ 

• • 

• 

I 

Uft:NlJ'Il AOTt ltJI 

(Tbt otat•m•nt oubmilled by Mr. Pet~l is u followa :) 

&uJDP"T or lJO"C M.Awn:~. ll. I'DTDnu.., lolat .. • eo...-~ now 1-"DD.t.Jt.a. 

w:r. Ql&l,... .. I •~ lb .. pr(lb~• fro. Lbt ~~!(loa that It i& .wla.IIT 
ud flltO*IO!kwllt d81rablft w "laooat"qe curporatklu Crwt lallfOI)tf\t wlta~ 
ttold• 1N dltlribudua of lbfolr tu1ure earulQp. 
!\~_,be.,, 1 ,..... .. JO('ltull> .ua..'"t'!rt thai tLe prfw.aJ'f ~bllhr or t.bls 

C-"*u11h .we "' to ~L 10 OM! Uo~o~N a uew rorpontloo-taa bi.U whkb "'Ill 
lt'Odot"'l! •n Wtr,,... or •wroxl.ll).llkl$ IOIJ.OOO.OOO ln ,...t•oue ur. l.a round 
~u.IWoo IUKIO.OOO.OOO. aplt~J~t tbe e.thtuted pnxi~M:Cklu ot tiiMhuc ('OttiO,.Uou 
1-.08 of ~.uoo,ooo frwu n~.ri)O,..ttl Mum. tor 1he ~~ )tu ot 10M. It u .. 
rua,Jor por1Jou ot Lh~ ft'IQUited rt'\('iUI(' front c.~rpOrwti(IPI. Tl&. 11.000.000.000. Is 
10 1~ rallM!d b)' or tbro\IJl) .ubltambl tU'!Il em uutHt~trlbut~ lnt-ou.e ot oo,.. 
[Kft'lltloo8, illll) Mnd •U toxc. .. ,,tlou.ll or QunHftonlont W 1b_, IUIIIO•hl(lu ut 11111 
UI.J, llt'f'c-n ,.-u(ll fl• ""' t.'OIIhl llf'll lu Lht• rt'tUUIWl!lldatlotl or IIU,t •ubc.'0111tnlllt"'• 
•re ciWillcn~ 111 ll•t' 'l'rf'ljjUrt Mt on th('lr u.eriL but " " LIM:!)' m~t..)' 8n'«L tllo 
re''ellu<• ntrt"t1Nl whiCil tlw> bill must produce. 

Ne\·t•rlhi.!IN!f, lhe f'lWII+I)Uonlil 1'\"t'l·.llUmended by lbe trubc'omu•luoo u,.. antrl· 
10nou• ami evfn further PsttUI~rton• 11\d quaUJJcntWUH •rt ~rr to pre­
f'e~tl tbt bill trona wvrldnc •;rlotw b.,.€lshtp wbere •~b 1.11 not IAl('II\Jetl ou 
f:'OI"PPrllotlon• wbtth oonntJt or pnukmly llboold oot dlttrl.lNhJ •U (If tbelr t\itu.,. 
te.ftllop turn"nUt In the forw of dlvld€'ndJ. 

WithOUt tb8f enrupllona and qaallftC~Utou lbol! biU ~ uuwlttJnlll' ao 
t.lnimetll W~t@b1 thoft t<JIII,p('dtlf'tt ~Jtfon ol lar&f' ~ratJ.oQ,. fUI~tlJ 
ftll-_tk<l ~ ... ot tbftr ~olatioa of prollu wlt.blteld trum tllorllhc*koN 
ta prior sroe,. lf lll'f'Oilhtaofd aDd. conrentlt. tbt eMtJ)fdtiYlt s!Oaltkla ot COM• 
..-.. DM W't'll·~ " .... k:tMd.. I nU roa:r •tt"-l.._ to tM t•a tblt lbe 
.., ~-·~ wb'dl I La,.• d8nibed u ~ ~ an!: to. la .. .,. 
._. • ..,. at ......._ bfaa.- lD tbt llQt u.tr bl.,.e 4-. lbfo .,..,.. Ud-. ---~ 
rw are oow 1n-la1 to p~-.n1 ccwpon1Joai: fro-. doiiiC Ia Uart fUture. 

J •• 1a-. 100 ..,... wllb the prtadple that mmpH.1tlen t.a v11r .,_ .. ,,. 
dr«Cllft ttaou1d bf l)f'MPm!Cl, lbal ~ abou1d dJtrit nt.ber lbu tunbt-r tbe 
~tntloa of f!t'ODOalk! powt'l' tn • f~ budt. II ~ to ~ lbal tbtfoe 
il ~.-e ct.~ lhll tbt pMM:IIHC pNif)I)UIIa It• IJI'tRII-l toraa wtU ..... eutt•r 
l.bf OJIP(lilll~ td'K'L 

I.M 11M' tuuatrale. Wto hne 1M) ('OUrpt'CitSTe lndu•trt•l C'OI"')6Nlk)N. ()a 
~a1:1na.rr 1. JOM. o~ had a II!Ubli:tantlal ~e atXV-mulatP'tl out or t:troftt• 
or IWIOf' ,..,_,... l tl nllo ot Nr~ot ltML• to nall"ent Llabllllial: wn• .o~t 
for the normal Ol)trflltJ<"o ot Jtl bUJIRelll and also ror Cho-e •a rlaUont lhe1"eln 
whleh ml&llt be reouonably aariMpat.ed. Thl1 oorporatlon ml,s:ht undf'f' t.bt proo 
liOflled law wttoomo I be CftftOOittdon or ~xbllll!{ eorporetlor1 lltxet~ ~·hlth tt 1)1\11 
and Um ~ubltltullon U•~r(lfor ot • tu oo uodlfltrlbutoo oototnp bOC.'flotO urwler 
1uc:b n P'-o Lbe c:OrJ)ONCIOn whltb I 11nn d(!80'(bed woold. or c:oulll. u11duubU!C:IIt 
t'«'llJ)e all f\.'(h~,.l tn:nllon. 

On J illJIUJit1 1, JOOft. the Othf r C!OTI)Orl liOn '«48 DOt IJO W'tU•tH)('Icd. II luid 
not In ()11or lt't-N wltbbelt1 proftt.t frOM lUI t toekbolt1ef'1 or I• • new t.llt4•rprlte 
It the lhM~hold ot h• C'l'refl', II lll nor In a pcll'lltlon wbere tt rtrl tortl.)' Pft1 
oot all ot 1!11 t\ature Hrntnp U dJyl(leOda wltboa.C. J~t'dl.dDJ lhl Yfrt tsl•t~ 
fiXe-. II 1.1'1 U"" 111oe-1tboWt"N Mrw1 &-pi~ or rht. tln.J ot t"'f'PPnllon wtsoo Will 
bot terlowd7 burt ual\_'111 «JCq f'llrtber moclJJkoatloas are -~ lD tbe ~ 
11m. 

S:uppoet lUI both ot the «t.,...._tiOftl: lD I:QY eumple .. ae • pro81 6l 
ll.GOOJm tn 10138. ~ .,., .,_ wbltb II' ~ It t. • I'OIJitloe 10 o-1 
.-c au ot ,..,., m1Uioa dolla,. to tr. •10I!'kbolclen aDd to ~pe l'wttnl ~ 
tu:aUon Mtlrti.T- ..... loH'OI:Id ....,. M Ia a pordUoca W"bfte the Df't'fMUJ' ot ,... 
talatu- II• 8J'DIAP Ia lbtt bold._ ., ao Pf"Mdn~ that It• dlrtdort naaDOC 
4!1Jn1_..u~ ••.r or,_... Nmtnp to atM'khol:df'l'l f'tP-1'(1~ ot thfo .,.._ttr 1~ ••J)Ollf'd. "'bf.,. thf _.,., hHoted f'OfT'Of'tiUOD woold ..,.,. uro.ooo u~ dwr 
Pf'l'lmt law aDd •wld 1• 1 aodalnl' oo4ofor thP ~ JAw. lt. 188 forfUNtt• 
C!OirlpeUtOr whltb woetk1 11110 paf IIGO.OOO urader 1bfl ~~ law bot WOU14 bf! 
~1 ~11aNI trnd"' thfo JM'OP(liN!d llw b7 hnlnr to Pl1 •• 1Gorl"fflllflt1 In 
QJI 1.0 a mulmum or J421'J.OOO. 
t~c u, l)ffiJUIM that bt)rb of tbfoNo <.'OA'I('IIlnltfl !lt)ld 42.UOO unht of U1of"tr 

J)I'Odtl('t In 1lwl tNr. n, at•lntnK 1~ ennno OOf'l'ltlnll«" tu: ba,......n on lbf' 
~~tr• of th~ w~ker tGuJJ)ADt. 'fl"ltera tt Js oow rqu1111 borne. the ttron,ce-r 

Regraded Unclassified 



("10111,.., Wf'nld bf. ,.CJ1,.Mixo.,J to tbfo t•t.ft"DI nf ,flO tl4'r unit and 1"'11\lld \u~n 
Ill wn~kll'r f'l•tll iW'III•lr h.) •• 1«'11"'' lbl• •llff1•ro ull~tl , Ttm-. hi¥ bm•lmv "'"Uld tM" Jl'l'ft"O til Ill fiOOIIti"t IHh•nlll~if' OV1•1" lltllf• h u .. hw~. I I bt IIOt llm'QIIIt) II~ 
ldiJ to tt1e n111lu"11l llth iiiii ii.ICet wbkb IJia huJJhWlitl h tull o'-er lil lie bu•hu"" 1,. 11<'\"'II'Iplbb t•Uiwtr of lt1tt l"trf)Oflelt or rlll,. Lolli. 1mm••l)•, to hwr.:M"Cl cht• I'Ntmllf! 
nr fll di!M:ounutto lmi•~"•'SW"' a~'UtOUJ11tl11n, If II~ unit. wt'n> " lJ'I••wrtc~>r ,., 
rt~ft1J!tf11tt•r •bo lf'lllllhll •• $.,0. lht' I"Ul~hl'f '" 2Q fiPf'N'Ut, 

M &t:U-..d ln tn.) r,pellll'l:lt N"mmlrb, llr, ("tullrntan, I ,robmh tb•t liMo P"'lb"­
aow btlort f(IU:r tonuallt~ Ls luttoillfted l~'*""' It It J)I'Op(lef\1 thltt lbt '"' c:ax..- oo undi!'trllflllh••J I~ -.ball ra~ ntlt on11 tl.,. •doe.lltloul re,....., 
rfqu.l.rfd, ...._, 11blll1 •lJo1 ~ ,., ~ • •nl•lltutf' fot t.bf. ~s'-tloc f'lflrl• 
rat~ lDCOIDt tUf'll- ()e,,.s..u-tt. it br e tltri•141• thl~ ,...,_ tM Omt-........,r, 
trtaDdpolol 10 KI'IP u.r lbf ~t tMH.Ul ••• •on •II t"''rrporatloon [n(.,.,.,.., •hs.-t., 
l and"""'•od.. II 111 f't.thnlltt'CI will J1rt.ldtt~• lOON' tblln ~.OOQ.(IOO 111 thf' fl~t 
,. .. ,. or Jtm Thl~ tAt 1,. Jlr&H>u by l*!!t e:r-t'f'rl("l'l('fl ro he " dt1)L"tld•b1t~ ~"""' 
f•t "er)' &ube:te.otlfll rf''"lut•. r urs" tlutl It tw ,..,.,,.lnfld rnr tbl.lt tt-~t80n, tor tt1e 
addllfotual rt>eSJII 111111 It "''111 n,. luw h)' tuVrt! tl11111 ""' .. lullt th~ tuuouul whlc-11 um•t br rt~l.!lo-"11 I •~· til~ J•rtlfMJI4f'll 1~1',,. lti~ on undt"nllmt.tod Nnnln~ llll(l fur 
lbfl lhlrd I"NNJIOII ttuu II '411l fll)e'Q lhr WilY t'11r ;-uur t'ouunltlf'l(' to • •rltt• lnt~J 
thl• bUI tlle retiJifiD.Ab!('c r~r'f'lll10n.~t 111'1(1 tJUitllfk'ontlonlil • ·ht;•h •rf' 11(_'(.,.....,. 
to IQitlc.~ I! rotl!ltrUMhe and In no • · l!llt" fk-itrurti'"P whhNJ.t t1Ulau~t"f'hll u• 
tnJtbft¥ Ukfo thf. .. ..,.. uttoht t~ pr.-~trnm t>f tbt' T'l"'"~UTT u- to -.. Nu tMc 
blU •~1 t)t'(lllla~ Ia II'*' w.r ul I~"'Nwd ,...,, nao. 

Af'('C"'fdlo.clT • .)lr ("bafnneL f ~ thllt 70Ur ~ittft" C'Oillk\fT tta. 
foUuwla;~; a~tJI 10 11~ r~m.t'ftli.Att..•n. trl thfo ~nd.,.,""-t-mlttft' . 

I Tbllt 1.Jtlt. ~.XIMin.- 001'1MI ta:s (Ill C'OI'1111ftllon h~•mP of IIPIWVXhiNittlr 
IG ~~. ••hk ... I U00tni1And. 11 '" t"Aho•tM •ill fii'O(II.ll'ft •lwJUt ~.000,000 Ia ltlt' l'boiiJNr of IMa. l11• not n!ll'leftlf'd. 

2. That tl~ l!lf'llt'ftu~ ••f lftX('\11 on unCIIstr'llltttM tn~.-e ronutln€'d In U1~ '""1). 
roanmlttee'a noromuk•ndat lon" 1M' •uUusuod h' tllkC" 1m~ fl~tmt the retenll<•tl 
M tba llt('fltUL eur11t•rnth111, ll~('l(lote tn.X(If Jmlt r<•fi'rrt."l cu. alti·•r llllllie il:lJC 1)t0-
,-llflon• tor Ill~ N.i'ltl llllfltll'o Mid quAJI I1<·111luut~ wl11o'h ~tuJuhl lw wrhlt•n lnf(t 
~~~ blfl. 

S. AJ: to tbf'IIIP .. ,~'fiiJ)IIflfljl llntl 'l.DIIIIfli"jjtl"ltl"', I JIIIJtJt("it Cl~ tollowtn,; : 
(a) .~ pru•l•lt't.l t•r In tJUrw~trallb XIX or tht liUI.,...~mmlntt-'" ~nnM"noLl 

Ito.. aadl.t~:lrlbutt"CI IIW(>Iftf' rf!QUII't'd to ~~ pn'lftt •IMI 1106'1 dfik-lt11 f'll~l 
t>fl'r troc. 1t11()t '"" 4ot to ~ OOint~ltW11bH- ~ «currlnK durtnl' t,.. 
t'U.1'fftll 18-t Nlollld bfo mb,ttot1 CICLl1 10 • l'wlf lA.~:. whkh 1 ~ IJbotdcl btl 
tbt f"..:'b..lq: norwttl t•a 1,( •fliPf'OdtnelPif IG .,..,....,., 

(t) All prM"Idifld re~ot In ()ll'llpll(-..b X.X. tot tb.- itubt:omm:luet'• M'('Onuntoad.l• 
tlou. lll'lllf"'r1half'!l II\C'OJIN' requll'f'd to tltt'tt llOM*dOe c:oanacnwJ c'lbUJD~th•n• 
Ia t'Xl!ltl!'hC'e Clll JIUUirtrt I , 19:lill, "hooh1 ht• toUllj!"'1 only 1.0 a b11J11111 IU. • •I!IC'II I 
aUJftflt 1111CICikl 111'1 the «'a:b•tln.~~: nonnaJ haa: of ttmroxhnlllcoly l G 1)4'~nt~ 

Cd Bl'CIIWK' tbf• tshc•~nrl(•ll ot future bu~hw"• ~tm hcmnd 10 r l<SUil In 1~ 
lllll WC'IJ ' '" b1 tJfOflllf I() •·orpumtlon!t 1a1111 IJ(oe~IU>~(' It Ia 1helr nvtrngn enrolnJI'. 
IICll lbr-lr tarnln...,. ftll"" ,-lng~P ,rt'ftr with''"' n•tr.arfl to lh('lr: 1~ l.n otiW"'' 
,...._,.._ wbJtb i1tlt'rtnluf' lbt'lr dblllty tu dJi!!trllmh• N~rolnp to stol.'lthOidrr" nod 
whkb atco th!l••rmh..- _.llot'tbfor or not U:4'f .,.. Uftl'f'IIMJOAbly wlthboldluc "'"'' 
'• fi"'bb tbfotr ~t!)('ihoMt,.,.. 1 SU'Qit"<t lbat u~tdl"'ribulf'd f':larnln!IQI n"ff•drvoo.l 
to "'lib~ Dt't ~ within 1-. two pn:":""11rta )tan ..,._ld two Nib~ 1 ntJ 
•• tbot es:ktlu DOnnlll IU fA ....... :a .... tt'IT 13 11ft'tftlt. 

f 4 t 11M- IIC~•IItff' ..... wi~F f'f'('IUII~ tlqt uodlsttU'IUif'ti h ....... 
t• ftl1'lf1 hou·I•W n.~t~trwttul tlbttaUou In ... ,,..m<"f" on Jeauur 1, IILM. 
• 10 •11d (II.) OblT • ~Ita:. Tbi"' provl!lt.,u In 1ht> Ia-" woukJ fO\'t't' •·ll~uatiM-. 
,..)"""" C"'C''"It!nflfi'Uil .,. I'I"().UII"t'd 10 UtltfJ)IH .. llioi~ IURIIII'Ilf of dc.•hl CJblll,flllfll1fl 
tbl"(lUJtb 1"1nlc.ln« ru11t1 or filhf'r rclirt•mt'lat ,,n_IV'IOJIOU!f of their clfot~• lndt>nl llf'tj!., 
lhn bi't'lut~ Cht•rt• "''"' I'\II11<~~"RIIons h' "bllf on J iiiiUill')" 1, IO:JO. fiPbl oblilt"ll,mtt 
not t'Oill~lohiJ 10lllkh1¥ tw1d nr (llllt!r 1'f'tlrr>ll1('1ll l)ri.1Vllllun11, wbl(·b, U('\'t' l'lhflt'"'­
u1u-t. U\cor" t~trlfl•l ~Jf )'f'ftl'jl. mnkP I•I'O,.I!"Ion tor I he ret.lretnc.•fll of 11ueh debt" 
l.ll'6o maturity, I rrot~' 1hat lD jlutb ('II~ Nr()(H'aaJiomt 00 l'lft'ntlllt'fl 1(1 
r..caw uut- or ftllllnl t-lm1J-P ecach .)'C'IIr • 1,,..,.,., .• anaoutlt oC thf'lr d,.ht 
~bll~;ntloa.oO ,_-llk':h •·IPr(l In nln~ oo Jaou.r7 I. 1036, 110 th.!lt In tfff'lft tM)" ::ra ~1.-H lpl-.t thf. tnaturlt1 date th("rtOt tbf. amount t11 JitM"Iia 1WIC t ~U.. aa.l tt<•t tbiP1 .. , t11ala ocu or hlture prdtJI; &be amouat• a""f'lk"k' rw IIIIlCh • ...._._,.._ .o~~~ab~ oal7 1o tbiP IP'sllltlq ..,..,._ ... rorporaUon t.....,_. 
ta.s '"f •l'J'IUh•trly 1~ PiP"'"L Tbf. ~I'd. et • ocb a pi"'"'Uioe In t~ 1lf'O' 
PiMd law wtU II(' to ~Nee eotvoratJOG .,.,.:.. t.IQ1 o.ly tb('!Of' •·hl(tt ...... l'fl 111 

.,.1 .,1~ t• .laiUUit) I. t_,, on • ~ ot C!Quallty •llb ~ to ~asalloD. 
11.,.c dJ•rluohuttlnC lu Ca\Or uf ~~~ whtf'h hue l'nand:HOI't pro•i40M for 
.ntldl/1111111• ul!uurl1y a~ud rOC'IJ6CIII•I•'le lhaL In bull\ Nllf• M imi llll.ll!l utu. 
11,~tt(•lf 111.• r.ald Oul f)( ftHUI'\l l'fiMliiiJ()I. 

1 tf!ll )'ullt Jlllrllcul•r •Hlt"110(10 lu U~ fat.'\ clutt I tiiU fiN)II(IIJiug thllt t.hll 
~·S:.t"llli)IIOJI ~boultl llfiPil u lllj lu ('QrJ}Ontl hm deb~J~, w h lc:b Wl'nt In tS~tii.\'V 
,, .. J••mar)' I, I~ and '""'' to ... "be.11 aut.Queour httu~l- I •m ai!I!WUIU, 
ti'HI' 1v.:tr rommhtt.~ bell~ft."" thlt It Ll • wL"''! POlley to all«our•• ratbft tblul 
~ftl:" ('O('(IONII<Iu frott~ IIM1trrtDI hi thto hatUft nt.t.nt&.l fun:dl'\1 dottK .,..,,_,Julpo, 1 ... o.b..Ut U~t b) 1~ •.e t\111:~ rou 4tuuLd toNUrace :wd 
_. thC'(Jorl&e C'Orpo,..CilAl!l to dl..,.ba~ tbeir dttlc obUuUon. •hk:tl ~ 1a 
,.~fPN' •t ti.P bfclunl._ o( ttl..• f'fl'tott1~ 1~ flit ti:Mo ~ M1l b)' 
.,.tlrt-·••·11' f'lllht-r Uuau h) ~IMIIq 

'" 1 )lr. t.'balnnan. I 1.-,-.- (Ill"" till• I VI"Ofl(li;M_I •·b~ I urn UI)Oh roor C'UW· 
.. Htttl fvr t.'On15ld\orw.tlou. h h1111 14J du wftb rbt• ob1'1(1U!f fiiC'1. that (In JaDUir;r 
1, ltt'..O, tlw l'n't'<.1Jn" (In ,. fr•JfU ~hlt•ll )'rotltll ,:ubJe.·l tu tll('t /11'0l.Kitlll.!d 1t~w will 
00 t'IIICUIIll t'll, n il C•Otl)Of'jUIVJioil '1\t•t'l' ji\IC 11n lUI '""-I mil tuuthllf W I b l'('fl;'ni\J IV thl'lr 
111J1Ut)' lu J,.l), nud atl!\111) tu 1 .. ')' I >~ l'l'l.,~n .ted 1lll t h4• C'lll'tl hl~tl llleult•llt In illl 
ur 1111r IIWutu• .. ••x ~~~hallvu. \\'t• lunt• 1t0 r«.•ognfJt~..'ll H lr \\t• Kl"'' rt'~::trd, u 
J"l41r •lil~t-o.IUIIJIJlt\'t! hfl.ll M 'oiiUIUt•IUJ. .. t, IU l,rofll 4lkl 1.,_ ;lf•ftcoi~ h) tlfbe, a_gcJ 
ntt•Jr..n~t•l o.bii&:Mth:.w• .,. tl.wr t-xlorlt'd ,,.. rhh f'ft't'rthf' dltl', but t~ .,. not 
tllfl• oob ••h>mf'ou ln dt-t~llilolu.c th•• u•W:".Iual sr.aan.~ of rorpoflltllm;J.. 

1 rf'P•• ID.) ""''' kML• ~>~t•l•"~•k'DI tbat ah...,. are n.a7 f'OClM>Nilo,..• whkh have 
llft'll pltiJ' of doing II• to,...., )11:'111'11 tbf. qo.ry t.htcc •'-kh 1011 an- DOW lrJ'lac 
t• Jlft'\•"411 In 1~ futal'l' tlorvu.cb ttw 1~ b.ll '111for .b•'t wlthbf'ld f:roal 
tl•oft ~~-~~ lal');t' &ID("U•ta vt lhrfr H.nt.lnjhl_. U fotW.·• "" II IIUlUer of 
1., .. ,... that aL tiM' ~11Ub11 t•f thl• )ear 5Ucll coor()Ot1ltk;na, whlda J bJn•o 
l-1.., vlou•b' ciHl'rll~ rua bfolull "dl hlt~'h"l. tJu IHH lua'e l ~~'~•nt .. awi·IOtilll deftdt., 
fll u...-.1 f'lll>f!l dO not IUI\"t• tl• IJt llhll.ull(lfl,;,. ntnl In lll,.hT l'IUII'fl hiTe tnOI"f' 
111vrklnJ 1'111111111 tluln , ... ,. ""' ""'"llhl+• ~Julreul+"'llll (I( lll••lr IJUJOim•NI, lncludhtl 
jlru¥bi011C tbr f'fll('t'g,...UC.'h-'@1, IIIII.)' th•)llllllll. In llUIU.)" t:fllll"i tfl(l ... , ('J'I~ ()f' 
111·,,rfchl.:- 4'fiJI1ttaJ ure hl\f'!!t\"11 In tuJ"-4'a:eniJ)( ~·orltlt,.: lu "li.Y ,.,,•nl. lltcl' 11re 
11(1, 1w1h·t•ly t•tUJI)j)J'('tl h• the tH'!IIIo~•r)' bwdmss I)( th~ l'Ofllo.JrufiOfl aud tave •uiJ.. 
,k\·1 w ItA bu"'h~ bll.!dtn1c. N'••,.t'r11h·t~ It tm.l'l notl"'-""n sn'f'1)1W'!I tba· tiW'IIe 
Hmiii.IPI rf'!l'lerTed vat vf f04'Dlft' )toni bto embra4'etl lu tbt Ol'lrl"'ll"lll ol the: pro. 
~ bill nor am I l'""'llflltlnx thau rtwor ~ bt>. Uo--IP't1'• I urp upoa 10U 
ro Chf' I'Oh>~tfl(onaltoa tO tbl> lolw fl•rtUAII'" ~1kloll'flibo M JaUUat) l, Jtl3tll. 
Wf'rt' IHI'f: •4-U hif'lf"'fd: "''ho. tiM'ftfflon", Wt-rP ttOl nilly of lYYin,l dc)rW> In pr(''")(mll: 
TN,.. ti'M" '"'"' thin• .,_.hk'h )uu ~· t•f'CI!I~ tu p~~~ ; •110. ln:>«Md ol ha••niC a rra ,JNib._, or no.-w..l workln .. fllltliftl (Of' dl!Pir t'UtUf'f' &Huh~ baH" u tu~ 
••14'iiUJI1l' wurllnl! CIIPU.•.l "hkb llltJltlt ~ lut'rea~5t'CI t~OI or nnu~ f'lln11n~ btfono 
•U('b •..:•1'110rnlou"' t'llll l)r••\ Wt't 11 n"liiii)IIUbl~ k"t"IJril)' W lht' i•lll)lf"l hn"t''!!WieJJl 
vt 1l1<1' r •toekbo ld••r8 111111 111 tllt' t'llllflll.)' lllf'llt of llwlr 1111111)" l hfiU)j:lllld.'l of 
I'IIJI! It;,)~···l'· 

a.rr ftnll l JIUJt•wthm ,,, Y•J"' l"~ ••nmlttoo t>t tlutL run>Or~ttli •r~.J~ tiO Jllilunted 1>e 
ft iTOrdt..-41 ttw fvllowh~ 1'1'11~•( : 1 ( "" Jl'Hl1.111r1 1, 1038. IIH"Ir n1tS11 of 4·ur~111. auet~t 
l(l 4'Urff1U lhlblllrlet WftJI ltW tluall I 10 I. lbey !-I,OUld btl llt'rothfl"-1 to retl.ID 
out of tutu...- Income OM! amouJU bJ wblth t~r narl'ftt .. _... W("l"'" ~ tban 
tour II•Ww~ tbt amOunt of ttwo4r C'Un'f'rlt ltabiUUe. a111t 1htt Ullll Jl)f'ddor a:&DOWil 
Of ttw4r tann• NntiD~ llboald .,._ .-abJtod on•t to uwo nt~~tln,~ roraaorauoo 
~ tu: ot a~tdr J6 JJHftOt. 

lkoMcnlalnc l .. t • .-bUt a nulo ot ol 10 1 bturfttl "'"""•' ._..... and c.oat"fttl 
llab11ll~ t. l("'ler':allr acn1>tf.'d •• • l'("ti())abte )ani.-IMt: tor ~rtw: tl"' 
ab111tr of • rorporattun tn a•t It• ('Urn-'PC Oh11pllon• ~tud h; u~>Pt thto ordinal")' 
rtQull'f'tnNIIIJ of Its bli$JuH-.. tiH>rt' ,.,.._. .fl(rn~ lrl:lnd!t of bu.:lnf'tlll wbrre so<:b a 
hllll) 111 1101 ltf'h'l l)' Ue<,.oei!Mr.)'• I tii'OilQIIe dun l""'O rurl h(_'f' lhnltltll .. ns be placed 
Ullillll t hl• ('X('e)lUon: tbe ft •·.~~t 1~h1,1t thllt thL· llltiOlllll ,;f II~ tlC(.•ulaltlon pro1~ 
U'll)' IIUI t·x~l ln On .)• OUIJ .)·t•,ar 10 IJ!Crt.'MII of the net ~Orlh oC tbu <.'()1"1)0111.11011 
ttl thtl bl'irlnnlnft OC IIU'It )'fftt uur Ill.) It ext't't'l'l 10 1)('f'l't'IIL of tbe net aal~ 
ur IW'I t~~)l•l'tltiOI' llll"'lb~ "' tl"" f'l.lrV>~II"IUIOtl Wlfh1n tfult .)f'ttr. M A forthet' 
.. rrtn!J'"'I aplR~l tbe lmPI'Oiilf'l' "...., of thls 6eepllon thf (\nnmblalotJ11' of 
lnlt'nlal R.f'<rtnot-. wt.rh t~ •11ipt0"11 uf d~ ~rec:arr of tbto 'T'tM•ury, Qbt 
,... ••thortRd to promutat• rtCUlllf..- In ~ of tM d..,..lbUoo ot cor­
lit.lf'lltloa$ In nrloa ~~~ and line- of bol!l~ &Dll t• tiM:,.,....,. f« 8cll 
da.Shtlon e. pl'OPt'f" rello or C'UI't'tlll ~ Aod """"'" Uabllitlal for l.tl.h 1141'1)011@. I •o!Nnll that the lhaltatk•M ~ 10Ct'IW!r wltb tbe tad. t.bal 
tl•b t:stmptloo «oo.ld •WIT onl.)' to the a&a.tUI or c:orvoratlont on JpttafT J. 
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dll. would tuW.,.. _. aJfilnt the PfOI)« rtllef. wb.t .. b I ba'• 4..n-.:a_ -~~ 
1 ••DJ.•a• opporca:olt1 ol aa:t aubll!l:ntla1 abu:~~~e then!ol. 

Mr. CIIIJ,_a. I~ tobaalt tbal the c.,.,.,.__a. Wblo·b I ba.-a .... 
bforoft 100 .,. .oc. takelatf!d to Impair elt~ter or .... ••• •~• IJe'l'QIIN. 
., the ~ ....,_...... OD t.e.. d0tl"8'7, t.he7 aN ~Latfd to ...._. 
ttrw. pu,..,...... II .. ftQ' belief t.bt tbMe I)I"'PPMMa. It wr1Uf0 Into ta.t "' 
wtU twr'fUe 1M ~ or l"t'\-eaue to bt eblalDf!d lllltftfmta. u Wft1 ., 
.ubiU» 11. and that thf'oulb the ~ JQt and equltablot awllco-.tloa or u. 
JriiM'Iptfl (lit t:u1q uadl«rrbutecl C'Of'POrtltloa pcvJit.a. Ill(! ater1L Ia that prtadp&e 
wtU be,.._. wtdtlt ~and~ 

Thf Cn•nuc.As. Dr. J ohn H. Gray, t"(''p~nting th~ J>oop)('t.' 
1-JObhy wa ... on tll& ralend11r for last week, IJut waa uuable 111 be 

rreN"nL fie ijl hen-, and ~teSts to bo htjlnl for G co 10 miuulttt. 
t lhrl't• il'l llO objM'lion, we w1ll taU him. 

STATEMENT OF DR. 10KN H. GRAY, WASILtNGTOK, D. 0., 
REPRFJJENTDIG PEOPLES' LOBBY 

'l'ht> C ttAiltMAN". l>r. Only. will .~·u-.. p~et·~ l(ive the "eenogrnphe:r 
your namt': anti addreeg and the caput·lt.y 111 wh1c:h you ftPJlfUr. 

Pr. GOAT. John H. Q,..y, rep,_ntiug th& Peopl""' Lobby, Wash· 
ingtou, 1>. C. ,,,fli CIL\UtMA$, \~ou want to discu.._118tbe commHUoe rtport1 \ rour 
rtmartc. will be within the-~ of the report, willthetl 

Dr. GuY. I Lhink bO, sir. I want to diJcus. t~ gtneral IK'iD· 
trpl• involnd. 

The Cn.ara)IAM. H ow mueb tinw- do \'OU think you will l\ee(l1 
Dr. (i&AY. I ought to ha1'6 about 20 'minutes. 
nl6 CnAIAWAN. lfr. Marsh said you wanted about G or 10 minutes. 

You do t>OL lltink you aw eomplete your aatetnenL in 1- lhan 20 
mmutNI 

Dr. Oa.T, 1 do no< think so. 
The C n AIMJUN. Of. course, if it is ooufined to thl11 report, I do 

not. think the c:omrninee will object to heariJl([ you (or 20 minutes; 
but.. i f it. as ju'!t ft dlllfCUssion of the ttubjoct of t&-.xntion in the .~ 
stract, 1 do not think we. c11n allcrw you Uutt much tl111e. 

Dr. 0NAY, I will do the 00st I con ljh·. 
1'ho C nAUt).IA$, " re will rooognizo'you CoL' lO minutes and ate how 

we get long. You "1'1Y t•roceed. 
Dr. OM!·, 'fhe Rn;.t thmJ: I. wnnt to C'!'l.l your attention to i!J that 

t.he ru~!>0t11Uon doc:t~ not pro~·1de. Cor r'IU&mg tho nect91Rry revenue. 
You wa l l111'·e to have m?re revenue thau m proJ>Oiill:~ in this bill 

The Cowu..,<. 'fhat rill be very plt:L,;ng to the n~inority. 'l'hty 
do not want any n1sed. 

l)r. OuT. Tlltrt is no question in my mind 1botat lhat, sir. You 
hno al,...dy ..,....,.led the Budgoc. appropriation eotimau.., and you 
wtU ba~ to ntoke many more before lhi!t ..Won ;1 through, and 
ma.nr mor-e btfore 1be nut year. 

You "'"'' '""Titably put lhe burd.n on lho poople lhat are able 
to PI~' lti and tb6 fin;t thing that. you ought to provid~ lir. il d\8 
aboli11on of th~ cona-umJ)Lion r:a.ns.. A eoQiiUm1,t.~on l&J: ia f!QUAI to 
• poll lAX.. If you had a uni•·•rsal polllu, very few poople ,.-onld 
I"'Y ol, antl you. wt>nld no<. get ao1 monty· and evtry day Ibn lbe 
O:'m~ymtnt. lntre181.'S-and it as iocre~ng Nr-end every dAy 

at I i>"Y rollo docre...,_..od tltoy are dod-•uinK, ai.--addo to 
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lht poop!• that a"' nnable lo !>"" any tax; and tht consumption 
....,. no• bo<lr on lhe dolt, and tho dole is pitilully toough below 
lht cJ«<nl hlandanl of li<ing, and eftry dov Ill J!Oing IO dO<- I~ 
abihty of lhe people to 1'"1 anyt!>ing on the oooswnplion lu .. , and 
is Jt()Jng to tJ•ro• nl~rf' af thtrn 1nto abtiolute. stan·ation. 

[ ,.t1ould l'l'W"'t to ...,. any tu bill lh.ot did not ''"'1 groatly d .. 
«:m~St the ron.,umJ>tion tuM, "·bjcb, accordin~ to your tubcom· 
miu.ee•'il report, amou111 to mol"f\ 1hao ha.lf the ~,·enue. 

Jn tbt ne.x1. J)lat't', you ought. to bear in mind a lways that ~ur firtt 
..tucy i.! to d~rtllJif' Rl)fr('UIIthon. \Ve ha,·e be<.-ome a nation of "1*U• 
J~tWrs, und wo \Uilt to mnku money by spceul11lion and not by J)f'O• 
dudng. 

\ "ou tolk t~hour bnlan(1ing tho Bnd,:t<!-t-.. I canmot 8t'e how ""Y ftl'ne 
m1tn chink" vnu ~·1u1 bttl1uwo tho Budget.. I do not thiuk you ought 
to t •·y to bl.'l1tuu-e •ho TJndgt't until more people ~ro lr work. You 
('llrmot. ltl!lve gt)O(I8 to consume, ~tnd you ca_nnot luwc money •o puy 
taxes~ unl~iiiS. you produ('P, ~nd. until ~ur production is v-ery gre~ttly 
increallltd d. 11!1 perfectly fuhJt., tn rny Judgment, to try to b.:lanrc tho 
Jlud,_ .. t. 

[ wan~ 10 uyi!Omtllting on the gooeral line. and I hope lht Ohair­
ana.o will not. call me down. 

We have bean! a great d .. I about thrift, !"'rti<ularly front the 
doqutnl. adtlrtM of Govf'mor Fort. Now, you eannoc. Lt.>ac:h thrift, 
~lltnH"n. wh~n a m1n can mak e a million dollant in a day or a 
-k bf 8JlO<Uialion, whether it is by •atering stocb or on the (O(odt 
uthan~. II Nnnol he done.. It. is futile to try to do it. 

In lhe next. [)ltee. gtntlemen, rou want to uee cat'f in the at~nJpl 
IO make OOIDO degree of *"""ri1y: The lues should no<. increue lho 
imec:urity, which it Af>J?AIHng at present. 

It. is no u~ h1 f'xerel8e thrift. A man is a fool thllt will work 
for 50 ytlrt and 51H'O h hard a~ I have ·whe.n he can be wiped out 
in one night! by 8Pf"(::ulat ion, by forces o\·tr which he ha8 no oont rol 
and of which he hnl no know led~. 

I wi.sb tho comrnitt<'O would indulge me tor a minute on the dftngt~l' 
of tx<.~ivo cash gurplusee. 

You aU know thAt. tho term "aurplusn is pu.rely ~an ac.ocounti ng 
term. h simply muns the M·cees of the net worth over a ll cho 
debts, •nd that includes the•tock, of cou...., •rt"'' has •cry little •iiC· 
nific.anee on the (~ UMlion of the ability t.o pay taXe8t partieularfy 
with the tnomtOtlS overcapitaliution that we haYe at f'rct~t.ot. 

Wo hue heard a grut deal in the IL<;t week. Pftrti<ttlarly from the 
.,.all l"'<ke..., in regan! to lhe m1aU corporation. The "small fry"J 
wbetht.r individual or eorpontion, is alwavs at a disadvanla~. an 
if be io nmning on a 1hoeotring and has .X....,;•·e dobl.o. be iJ libly 
to go to tbe wall. lie hu been gOing to the nU oomuntly. lfo 
~ill keep oo going to lhe wall until y~ cott 1u l!'e grtal ~nopolioo 
In ton\t! way. and -enfon:e your taxa.tJon. The b•g corponltons., 200 
of them, control half ot oor iodn•trial proptny. l f.tbey shoul,d 
bop on at the some ral.e--<)f oourse, lhey are not R(>Jnlf. In, or. •• 
"'Ould lead to revolution-thty would own every shroil of lndu5tnal 
PI'Op<'rty. in 40 yurL There would be so small <Orj)OI'Illion& • 
. Reftmng to opooulation, I want to say a wont about ~poCUlauon 
m land. 
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I am a fannn, by Hrigin1 instirlel, and training. 11•t fart:l)frs 
•Y that t.XC'ept at 'try rare mtt-n•al"t say a grNL • ·ar or Wl»fth 

o(. tbaL ~rt., &ht.y ba,·e never made money in fannmg. Mao'{~ 
LMm hi\t' bf.ro.rnt rieb by the incre:ese in valuf'lt of. land 10( the 
prorwn. took land in tbe. hope I bat t!lt:Y would diK a hvin": bowner 
mtactr. out o( tt, and ~l th~~ unul the land to.hould in('n>oase aad 
they WOUld hf<onot w .. ltny. .\od I be ramle.,. I~ thtnL,.Iv .. groat 
•P«ulatonJ. 
. I made fiQrne spee.ial irn-C:b1.igation a few yeal"' ago on lht i"Pf'Cuf1 • 

hon Hl fllrmlantl~ Ill rowll, and I _found that. r .. rmlt~nds had sold 
!hf"", where t.lu_•r.J "'"!'no hopeo£ usmg the~n for JUIVthing Lmt f~trlll · 
mg, few tlUI l u~oth as $GOO 1111 ucre. .I found lnrgt\ rnrms thero th#t 
_._.~ ruor·Cgtlge(~ for $4~ no nere. Now, fillY a;nne uuu1 know11 lhnt 
you cau mwer, m 11ny .tunc. thnt can bo foJ~('tl~ mn l<c an inco111e to 
PAY thaat OUl of rllrllltng. Tt. con IJe dono on JU1Utll trocts, tsUCh llS 
lrut'k ftlt' IUM, but, ~L. CIUUIOt be done on f BrtnltUH) Hllt'h ll!f l(;w" IIIIS. 
~tr. J(Nt !'MON. ll~ey could 11111ke money on thnt lund if llu,!y \!!ere 

va_ttl ror not prcxlucang I 
• Dr. C1MAl•, Y('!;.. ~ir: but tlutt. is not making mudt p~(·~"~. 'J'b1 t 
a. not tho rtJ\Id tvJ;roJ!ress or~fet.y. 
~lr. K~t"l'JiiOl\'. f. for in5'"tan<~, a man obli~ora.ted himM-1f nut to 

,.,,.. :.0,000 ~~~I!' 0!' !GO acr<S, at $10 1 hog! 
l)r. (]ur. l'ltat lS not the way to 6nd JX"a~, pror,ptnty. or baJ)pi­
~ fellr about OlWJ>roduct •on, whtn thrrf' ll"f! 1 houqrl(l"': an11 
mtlhon• o r JM'<>P~ at homo suJrering ~or !I"' n«d or tlto I'"""""" vr 
t.lw! farr~~ To ulk about 0\'trprodueuon aa 1\0I\...'-t'n~. Tlltre lS OH~r­
produnaon oulv when you cannoi. srU for a l>rofh, anti that b u~n­
tlbtly arran~nl. · 

l n rts:an.lto the land. th(' farm~~ of t"'UI'Sf am inalf'IJt more than 
thf'y tan ever pay. ·w~ might ju.-i~ as well' (qct tluu filet. ·rbe 
whoiC' ('()nntry hi tn ~debt lllOre than at can pay. I t\111 uoc. iO mul!h 
alarnwd 11bout l~ •e federnl deblaas 1 nm 1100ut the corpor~tion debt 
and the: (urm <lt·ot. 

Now\ rllen• i!if n. ~-n,\•e nllsappr('herU~iou tabouL thnl. gl!nllenltu. 
\Vtl ln,lk 11bout tlu·1ft, .ttull we .hove at h·nclition tltn'- dellta ou,ght. to 
b6 fJf• l~. Ocbt.H, J)IIIJhc ur tn'H'Alco, hn\'C IW\'t'l' l;e(ln pnid. \Vhil" 
lbe un11A wm•c l'luaa111 you closed them up tlu•CJu~h 1 he bJ&nkruJ)tcy 
jH1=& Jt Willi hard on the credjtor: he did noL ~t. hiM lull pny. 

1
t . fUol dnubly hard on the debtor, bul 1114 long 1111 Hte1·c were un ... 

( {'!\f'IOJM.'<I IUitl UUIIJJJ?ropriared rt.o-.c)Ur(.l($ h~ eould go OUI 1nd bfo "h) 
l.ft"Ul, No,\, Otl' uruh!IHH'e become tiO big, Inti Cl<eclit 80 unJtt.\ttfed 
that ~011 ('·l~not. atl'onJ tu let. a great COrJlOrtttion flil. It cbecb 
lhf wnole_ tlm'H. 

J ha\t. Ill 11110d th~ Daw~ Joan. J know thr hh·tnry o( that loan, 
from hutb t'nds of the transaction. Dawes did not. a~>k for that loan. 
llo dHI o..c ... lOt !L He had (ailed, and ... ~en .... bo had railed. 
:f.:th:;) madt all ll•• a!"'nl'"me~t.o on do-.o hit b.nk. lie bt•lio•·ed 

lr rou1d pay out if gJ.f"e_n tune. but hf' w-u noady to riOSf' his t" · 11l•
1
• loan Wb forced on him by the Vrettu.lent. o( tht t;nited 

•!~lane II w..-,: )Jrob.bly IOt)t in \'t'rv lar_lfe part. 
, . • ub 1C dehC.~J ban~ t~e,·er betn paid. 111ey are juo;.t Ni>udiated. 
lh Ott Ninnot do thtu wath the t.redu. w& hnH. you cannot. do it with 
'M~c 111!'j• \lit' larue. 11le debts of tJ•is c..'()un(ry "i ll never be t>aid. 

o 1! re~t-.cm thut rnost of the pror~rty h~ not l>ll«"tl to the 
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-go~ •"• "' tbat. tl•• enldiiA>rs could not a.tl'ord lA> take it.. 
n .. v dod not """' to pay tho upkotp and the t.ueo. ,\ II the mor1r 
·~ roenf)•uu~ and ~~~ of tbe insurance companies \IIOUid ha\t\ 
r,.,.:n •""" uttl) bankru1>t •r th~y bod tritd w ro,...l'*' thto" ""'r1r 
gop Tho l""dwg b.nktro of Des :\loin .. , ..tter a liul~ •P..OO• 
&hit ..--e ha41m IU".ll, unafonuJy told n.~l made aorne .-pecaal ilne.c.i .. 
J!11Uons d~tr&-that .r ob•y tried oo fonocl""" all tht '"""IP!l.,. that 
•erP o,·en:lu~ or iu default oo principal or in~ lhert1 wu not. a 
b&.nk ou I he fiOil o( Iowa. that would not close ita doont in an hour • 
They wen> lll.,.,lutely locked up. 
~ow, i,n writing your tn.:< bill .vou han\ b'Ot 10 look 11ft.er tbOiiO 

thin"'i. fhey 11t"C fundtw•e~tbl. 
:n-t• fi rst thin'"' i8 W ~t. ~h~ 1'€wenuei the scoon~ thi.ng is to di• 

tnhuti' Cho burdt~n wlwro at, lli 1.M!nrllblo; lhe next tJung 19 t.o lnvy the 
taa.t(lS whe•·c you Clt n e<JIIl'cL them. 

No\,., I w11nt to l't'COrJli iiCIId lhnt you lovy fin 0.tcise duty on 111() 
risdlf tC) own lnnd. I would start with 1 peroeul. 1 would Fltart. 
grntly • . Thad iN a ~o~oci11l \·atue. I a.m not wbut. they e~ ll a tcinglo 
tua•r. J han~ fou~ht agaim;t single taxes. But tlu1t fiJ~ulalion has 
Jed u!l intH Chi"- •u•l it hi jua as important IL8 ii:JJ~eC:ulalion on the 
.t!COf'k .-.xcb•n~•· 

•nu~ ( '11.\IICJUS. JJo >·tm 1pplv 1b.1t to the f)rt9l'IIC 0\\Mnl Of tho 
lind or to thf! futurt O\\nersl \'"ou say iJaat thf! prest..nt OlHK':rl are 
alrfadv m dthc toJO lat'a\·ily that tbev can nenr pay out. U you put 
anorhfr tax on tht-m. ho•• " ·ill that.bt.olp! 

Dr. (;!lAT. ·n •• t ;. .......... tboy .... ~ inflaled the nluo vr thoir 
land. Mr. Chairman. .. 

·n,e Glf,\IIMAN. But. that is che !itnation., no matter •hal 
.tall.sal itt 

Dr. (;R..-.v. Oh, thHt ia the ~ituation. 
l1u~ CuAIHM.\N', Thtn tlo you propose to put this tax on the 

)Jrt':-t>lll mvm•rg or 11at! [uture owners! 
Ih·. (inAY. 'fhe. pr"e8l~nt owuers. sir. 
The t ' tt AtuUr"N'• ~~ut you ~•Y ti•ey llte. al ~udy hope.lettiJ.Iy in debt.t 
Dt·. OuAY. 'es, s1r. 
1'he C IIAIN) t AN". Ami lht' onlv J'eaij(ln lhev nl't.\ laolcling tho lftntl 

is beciiu~ tlwir CI'C\ditoNJ do not ·wt1ut to take' itt 
Dr. a ..... Ab•oluwlr· 
The C t iAIItMAN. AJH uow you would \ml un tHlditional ta.x on it.1 
Dr. OIIAY. Yes, ~i.-. I would lower • •e ''"lue. I would do it. ll8 

_. means or Jowe.riug the \'aJue. 
Th• Cu.UICNA..~. 1 ju~ w1nt.ed l.o b'et y our I)()Qtion. 
Dr. ( iltAY. r AU"-"t'r "',){'10: • .!"ir ... 
Mr. K:-o'VnoQN. Jt is rour purpose. then. to J>Ut tltfi fanntr out o( 

his misu-l' by ruuinsc .oore lues ()I) him! 
Dr. GiAT: No; I tolJoultl not sar thai. !lir. T Mnot ame(.Jt chat.. 
If 1 h•d timt", Mr. Chairm.an.1 wooJd like to :J.ow you the c:f•ngt:r 

of a grHt Cllih lillrplus. 
Tht Cu.Ati:XAN'. That is '"hal I wish you were ~ing to do. TI'at 

would come within tht'< 8COpe of this bill-cub mrr.lustto. 
Dr-. Oa.\Y, You J)Mpotie to tu future t'ash surp u~futul"f' RUr· 

PIUS&S: not. I>*""'· l think, if you lmewr as much u l do, air, abouc. 
the evll.11 or n. w-ear c:M,b 11urplus. you would change your ruuHI. 
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The Cn•ax•"· 1 hl\'e not .. id what my mind is on tho "'tbjtu. 
Dr. Oau. I am ullring to the whole rommittM. 
I want to uy 1 wori.l about ~h~ Cl.l\h •urphiS, having dtflr~ 

"aurplu.r' in f!ellt'.rlll fiA: ttn aocouuhn~t t~rm. 
\Vh<n ll1n wnr elOO«I, Europ11 wo• lite,...lly deviiJtoted-mon and 

ooil ud oquir>rn•ut. She h•d ondl""' needs and no puroh~ing j)OWtr. 
Our banktN cocJcti1'td the idea o f Uoetin~t fore1gn bonds 1n lbia 
country, and they />eddied lhem from h011$e t o b.,_, 1 ..,~ 
1n 19':;!0, u I"""" u om, lhort wu DOl a -k tbo~ a bond ooiiWmOn 
did noc. ri"'! my donrbtll ~ow, •Mn .lh•Y ool.d .tho boO<II, t~wy 
oold thorn tO the 1111all fry. They g<IC. lh•lf OOIDJI\IJIOOD OD lho t .. na, 
E,·t-11' dolla_r of th08e lOI...M "'as spent. in thia country. 0('ml•n1 openi $1.S,I for every doll11r .U.o borrowod rrom the Uuitoo Stauw 
tfuring thnt p~~riod, In the United St•IA!o. Profits increased ono,.. 
mousiV-profHa of ul~tnufaeturing. They roquired t llOJ•rnous fundi 
to enlirb_re. their facloriea. The banke~ got. a raJc(H)rr ou their bonds 
and stock& They ,..quired lar$,'1\ current bonk loans to carry their 
invoi-, and oo on. The bankero got • rake-o« on that, and tho 
corpontions became very lunriout4. F•il'\1 they paid utn, diti· 
don<"' to bo &are: tMn lh•y i~....J their di•i<knds; and thtn thty 
~ oo much IUri~UI that ihty did DO(. k)l(lw what to do with it, and 
then they bogon to loon it on eoiJ loons on the New York SW<lr Mar· 
kd: and when tht~ cr•.t;:h came, about half tlu~ caJI loans.. namely, four 
and one-half billions, were outside of bank 1noney. Yon know wh"t 
ll•e W•ll Street g""ll calls ll••t. Th~y ct1ll it ''bootleg mon•y", '"" cause the bunk~r thlnkH he ls entitled to a J'tlko..off on (n'\lry lrflll,8ae­
tion. 

Now. thty ran th•ir stock up. tho City Bank, tl1e lar~ in the 
world, to mo~ than 60 times what it has liOid for sinct. They ttn 
it up to more than 20 tim~ wbac. it. is •llin~ for today •nd thty 
kNined aboot 2\ot million dollars to their own diroctors to OJ>"'UialA! 
with in their own .-oelr. That is the evil, and lhaL wu primaril1 
,....poosibl.....,he OJX'<'nlation-for the rrash. TI1ey kept that up 
until they nn thft inttrfht rate up to 20 pc.rct.nt on eaU loan.s, the 
5afest security in the world. 

l would like to tell A litllo otory about llllll, in about Lwo """" 
4·n~ J hl&d t ome lrie:nds t.haL I had not sonn for a Jong time. 
'fhcy had formO<I • •••• niOf'LI,'Ogo com~n1 And 11ot abou~ ~ or 3 
milhon doll1n peid in ea$h CflpitaJ. l"hat was m 1928. I wat 
po,osi~ their door and 1 though~ I would go in. I ,....,~ in and I 
aid. Hello. Jobn. how are you J!'!tling &long in the mor1goge 
busi ..... t" He •id. "llortgag.t. hell. Wo <annot do any mort­
bu>i....,.," I .,id. "You got your otoek peid in. did you noU"~ He 
aid~ .. l~es "'"t'. ~it r~oaitfin."but. we ara J.."{__(,(ing m intuclt nte on 
the •n~ntge of 12 pt>rot•nt. on eall loans in New York tl&e l&a J't6r, 
and Wft sent, It 0\'<'r to \Vall S treC'I, and we 11rt.t going w 1er•''~ it lh('re until thr. cr1uoh," 

You c1u~not hore thnl J!Grt. of A("("UJimlAtion of money by mtn who 
hO\-e ~'Otten it tOj!tther to make prollll and prolltB only. Tbe limo 
comes when tho1 eanoot m•ke tho pruO~ 

ln the I~ e n an thero has been the ll""l$ oooeleration of !h• 
ooncentntooD ol • •alth the •orld hu •••r _, witb tbo ucephon 
~f P"P!r infta!ion. Thooe fel!o.., oontrol all o.; cub. They cannot 
mns:t 1t. now 1.0 t.he natural I"MMtti"'l'C o( t.he world, which have been 
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Jl(lbbl!<l up by U... bijt n•tioM ••d .,.., llpportloned oot.. Tho strife 
&twfien imperia.l nabon• hu goUtn to the point. •h'-ro they e&l:1nOt 
hwest it abrot.d, Cbey f!tlnnot ~end it abroad, The.ro are no safo 
loon• to lllllke abroad today. 

When this eount..ry wu u~develoye:<l and thnre were "'-"''Ul't'eiJ 
here unde,·eloped, they c:ould '" ,.~ 1t hero and make • pro6t. Bu~ 
thtr lli'O o•·erm~ now. It •• all locked up in ~ .,.. 3 billion 
dollan of extra le~ ,_,... aod it is ~ing loaned to the United 
&atoll at on&-twenliitlh of 1 porctot., or lhorMboutL 

1 roaM 11011\e in,·estipt ion of the rate. that. th~ 00ftmmMt is }>!t}'· 
'"II on it.o Ohoi'L term& I find that in t year U•e:t h•d iSiued $3,1!00,· 
00()001)0 in WOI'L term8 ond they had DO{, paid 01 high as lhre&-tenlliS 
ol 1 t>l'rc<>llt. A •·ery lal"jtO port of it went at flYO one·hnndredUIB 
or ~wC'n one·bund.•·edlhs ot I percent.. 

A luge l>urt of thot,. 11 very lilt~ part o f il, hu l...,en paid out. in 
um~r~rnt"d ( h•idends. 'rtu~ latest reports ! how that. thero has been 
p•id in the last. 6 yearsf ainee the <lepreseion .. •bout 27 billion dollars 
that t h~y h.,·e not ean1ed. P•rt of tllat h.u gone into expo._ of 
coil,.., A pert of it hu simply been dividends !'lid ou~ of $Urplus. 

Th•distinction bo~n tu•ng pa.>tsurpluseoand p,....ntsurpl...., 
is purely a fictitiOUll 011<'. You ou.ebt to tax where tho money iJ. 
You ought lo tax ..-hero it can be c:ollected, and you oughllo g<>L out 
rnlll"'hinery for collecting it. 

tlni('SN there ar& $0JHC f11rth~r questions-, 1 do not cAre to detain 
lfl(' c-omrniltec any l on~'t'.r, conside.rmg Um rusJi iL i!t in. 

'l'l•(' Cu.wuux. It there arc no questions, wo Ulftnk you for your 
lflptnranct, Mr. Gray. 

Dr. Oril\Y. If you will allow me one additiOI\11 rtm.ark. I would 
.-,, Jir. that ~ny ~tr~ion w~uld ~to lo.-er the base~~ the income 
tax. TMre ou¢tt to bt an 1ncrtase of ta:r on eft'ry meome abo~ 
$S.OOO and you ought to inert'UO •·ery largely lhe wee in tbe higher 
bro•kottr. 

TI.rtre is one ot-her item~ if the committe will indulge me for a 
mom('m. We used to av thlt it took thn» gcn~rations from shirt 
11looves to shirt s lecNe& ' Thnt. waa true in the pioru~r· days. but it 
is notdnHl. tod1&y. I ht'l,•e followed very clo~ly, for 40 }'earS, the dis· 
JIOOit ion made of vory lllrjl'C rortunes and r IOIOW of but one '"'I!" 
fortun......,od that is that of Julius R.,..nwald, that bu not been 
lied up for family..., lor from 75 to 105 yeoi'L Tf you would put a 
<try htary lax on family trtbtJI you ..-ou.1d ot.rike at the very hea~ 
of ll•• problem and you ..-ould g<>t a lot of reTWue. 

I thank you. • . . 
Thf' C nAO:llA'S'. \Ve thank you for the.•nfonnauon you hat·e. gl\"tn 

tho C<lmmilJ.e<o, Dr. Gro:y. 
Mr. ?tf•Mn. ~fr. Ctuurmrua, may J make thi1 req,utSL .ol t.h& com· 

miUc~ to tile a brief KMC~mt'nt of the rtwenu(l; ~uh11hon, for U1c 
record, on behalf of '11•• P ooples Lobby, it! nd<lition to Mr. Gray'• 
IILAl•menlf It is onlv obouL 1,2(10 worcL.., wJlh """"' llgureo. 

Mr. eoo ..... Mr. Chairman, I do not Lltutk wo OllllhL to bunl•n 
the reeord with all lh- at.atemen~ . The C'""""""· .A. lot of th- otat•menla 1,.•• bM• au~m•tud to tho oomtuiUee for tho rocoi'<L J think '« bad better •att for tho 
rommiu.., to pus on •hoth•r they ~~uld. be pul in the ~ or not. 
The eommittee will decide wh("(her 1t J:S WJBe to t>Ut thai m the. record. 
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\fr nl()t""U I umlt"~ood it wa~ a ))trnttd ptutphltl. 
\lr ""~ ... h l! ouJy a 1.200-...-onJ u'lirle. 
\lr Covt"'t'..L May .1 ~u~ Lh~t dw tnallt"r. ~ 1ubmiUtd lo tb6 

C'"fwlmliU a_nff I( bf 10 bl5 dt..••":("l"ffl()tl ll'hf'thf'r It b& ma<Jt a ptlrt o( 

1hr rf'I('C•rtl or tK4 
n10 (~IIAta.MA!tf. \rto but ll. l!"'f'AI dtal of daUl thll. ha, lftn IUb­

mtUI'd 4~ wturh ··~ ha'-e oot tMSSe(l u yet. 
Mr. M AI811. Wt do no&. regard it l:i 1 r('\""\'IIH~ btll. buL •fl want to 

fXHUt..out how to help halauoo the BudP.!!t ~fort we JtO too far aJilut'k 
~ll\~ ("u.UM'IA~. The ~-onuuittec wtll rll'C.'ide whNhtr to put thai 

articlfo 111 thf' record. 
11w rommitlt_~ "ill now LAke IL rt'CeSfl until 2 o'f!look. 
(Wh(lrNtpoH n ·~ wAt; tliken until 2 J>. Ill.) 

Th.- 1'\'<'~'K" lu•vin~t e:win'<-1. t hl' 4"hmmitll't" I'N'(tll\'t•nt.'cl AI ~ p. rn •• 
llou. UniJN1 L. DouuhtHo (clueiruuul) pre--idiug. 

Thfl. CnAIKll-'~· The comn:Ui tOi' w11l Lo in order. The nul wit· 
Uf'U i• Arthur II. Kent, ac.:ting s.~neral roun~J or the Burt••u o( 
lmf'nhtl Jlf'\4>11Uf", 

STATElO:lrT OF AJIIHUll H. KEBT, ACTlNO CIUEl' OOtmSEL. 
BUREAU OF IliTEBl!IAL ltllVE.IIliE 

Th• Cu.utliAK. Dn you desire co make your J.tattmtnt without 
iutt-maJ)tiuut 

\lr. Kr-'T· I ohould likt to.llr. Choinnan. 
Tht~ Cn.ualUK. You mey pi"'Ctfll. 
Mr. Ktl..,"T. I t. j .. IHJ f'nri~ to consider briefly a f~w ()( the crit­

lti .... n'" or th~ l_)r61.MII"e<l las le¢s:ltH..ion. I .S outlintd in th~ "'port of 
vour anbronmutteto whifh ha,·e been marl<' b\• witn~ dunn,:t the 
inlrt't"tin~t tu~..Rrin~ ()(the past week. • 

Ur.(('I'O p~in,z co the proposed chan~ in the ba~Ji8 of lnx:otiou 
uf im'()l\l('. ft•om ~"'rfto~ltat iC) l'ntt•rprib4.'. to which tho t'lllljor portiOn of 
my ~nllllrk8 will be direcJod, T sl•ould likC', with your mdul~cn~·, to 
tnttkl• 11 '''" HIJ t'r\'llticlll !<i wilh ..,~prct to thr M)o{•ull~J windftlll lnx. 
lf i"' Hi\' rmwicc iou thnt both the obi('('th·e lmtl the undcl'lying Jwiu­
upl.- flf lhi8 t8X 11rc just. and to<1uitable. The h('arin~tS hn~·e ilenu.m­
HniNI C'Ono.iden1ble miupprrhcn,.;on as 1o ihJ M'OIM nnd inh~_r\L 
Jt ~nnot ba t.oo urten re1terated d1ftt the. btu~ of thi~ tttx is that 
ror:tmn ttf th.f' nf't income derh·M frorn tran~actiontt in oomm01:lit i~ 
wh~e~h ' "' llttnl,utable to tbf' amount of J)toce8Sin~ fa'< pa ...... ,~·d on b'' a 
taxpa~r to hl .. C"tL~anM'rs w-bkh he bn failed to 1>AY o,·er iOto 
!h• Fl'donl T,..!":ury. ! ! tM ...,.nit of the tupoytr • inn..,.ctions 
'"lllt'h ronuno<hh ... dur.ng I he period to which the tax may opplv 
1• • ntt ~. tht ba"ts for lax pUt')>O§H "·ill ~ zrro ancJ no t•T •·ill 
~ dtHI'. t:int"f_ by dtfiniti~n the proposfd tax is on6 upon a parlitular 
lrin.tt of nrt tfl('Otnf. 1nd as in no ~osc a r..ti"OIIetiVf': utL~ tax. I t is 
htht\·td that. Ill bttw~n su~h a lax-payer and tho J•-.tderat (;o,·em­
mtn,t.. tht. l,at.t~r C'learly h~ the supenor clairn, in \'itw of the practi· 
cal tnlfM*Ibility ot rt'SlonnJt dirtetlv to indl\•idual con.-.umenl "'·ho 
00"' tht b.trdtu of d1e tax in the prici-e they p•lid thr amount of sucb 
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fU· TbOV will Ol IOUl f!boro ID the bentfito Of the rootoraliOO of 0 
~nlia~l ~1011 o fLIH!: amount of such unpaid ta~ to 1h~ TrN.qtry. 

'J'bo dofticultiN Of the propo••d -windfall tu•• ore II<Jt tJuw uf 
princiP.Ie but ratbtr the u,;uol prat:tieal dillkultito of drafting a In 
p.-nbing .tandanlo and .-bods or proof trhi<lo will bo .. , .. bl• 
of adminiAratlon and at lhe same time .,.;u optnte- w1tb ~IJ'IOnablt 
ectuity to tht1 taxpayen affected. The problems of admintrlration 
are etSelllially problt.mll Qf fact tletennin.tuion. There is no ~lis1.o-.1· 
tion to minimile their dimcu.Jty but it is belie,·ed 'hat their 4fllt,tion 
is no mort\ diftkult.thnn mauv other problems wilh \\·hich the Hun:au 
of Lnternlllltcwenuo hns bcei1 ca lled u pou to 41~111. In dis putNI t•-~tMf'l4 
which will not. yiald to lhu processes of Julmini.strtuivo M"U it~nn .. •t•L, 
laxpnyf'n will C-H~Oy the protection of the li.MUnl ju,l ic•in I I'Cvicw or 
t.bo Co11uni88ionc.r a datea·rninutions. 

[u h is lftX ulOitiagu, t he Pn!l!ide:nt J>Ointed out thnt lhe nrt•umt:ln· 
t ion of aurplua in corporations oonLroUed by hxpnyC'rs witl• In~ 
iuoomos i.8 etloounaged by lhe present. freedom of nntll-.u·ibtU4'tl L'Or .. 

pon.te inco~ne from surtaxe& ']'~be Prosident. further .. tnh .. "41 1l11tl 
[reading]-

ttlut'f! JtOC"III: ho,!l...,... •~"~"' II~~ l~"ll4!ftti•l ('\U!ft''l lo( l~h dUitl1hllhod •lfltl lUMJb 
tJ'lbatt'd ~le IM'I u.lt'. ,,,.. •I".., a UtdH~r of funta.•w.t.;l t'(tllh), •b-""ld 
bt to"""' tquii•Y (»( t.u uu.nta on all rorpoftlf' Inn.,... «hl1bt1" dl.qr11•1t...S 
or .. flbbttd (I"'OD lbto bt"llf'&rial (I'II."Pe"- A$ the II.•• .u•· IIU1Jol11 ... , '"tf"J"IOI'• 
UIS\11 dh• Inn ~~ lnln tiM' l!duano. c ( ('utpOnU~ tantiap c-olnc IO ld•'> llho .. tk N 
wbe fiiHOd lhfo dl-.tiU~MI t dh1~: whllaotbe at..0.-4" t-f ,otf'lll'ho•f.,...,. .. •llft 
ftD al'tJnl lh .,._..,. e-ml•s. · IUM.U~tribCUtd fll'('llJlle flll'tUb •lttctofbl•r 

It j., tht• principal objf'Cl nr tflt. pn>poo;tOO lf1,..oi"111ion, ._.. M•tt"\1 by 
Conuui ... "ionn llth*f'rinrr at th~ opening or the-oe tu .. rin~ ro .-.i~ 
the major portion of tne atldiLional re,·enue n-quired throu¢a lhf' 
elimiuation of tht> C'(lntlitinn tuln'rled to by the P~idc•nt. Ou~ o r 
1l1e JlrintipM I ohjt•Nion:' ur;,.'l'<l by wi1 11M!~ apJW!Aring in OJlf~iliott 
to rbe plnn of 11 tnx upon tln~ t:ttlju .. ted Jl(>t innome nf COI']K>rtHion'i 

Wilh II r~~tla ,:tl"lHhtiiiNI ur>cm the lm-.;is o[ the !>CI't.~UiliJ,.'\• o( toUCh in• 
t''UIUC• nor clhdt'ibutt•(( iM: th111 -.;Udl II lfi.X WiiJ pn~\·(•111 l'UI')XJriHiOII 

lllltl\1tf'('IU€'U( rl,lltl IWCIIIIIUhHill;( tl..";!o:Ctvei f or fl rniny fill'' or (tU' fltlr 
poo,t<s of pl11n1 und lm~tin~ t)XJ>IUlsion. The onswc,: 10 ihifl obj'-<etio1 
1,.: th111 i>.uch il'l nell t lu_~ intt•n•l(td nor the HC'Ces.Qtu·y l't'"'llll or t llfl JII'O 
, ,.,..t'clm('n~u..... T lil' ruN jp~ t•ontimu.Jiv 0\·erlooked Chill t lw fl l f'll~llr J 

will prrtllit l't•l{'l\1 iou o ( n FlllhhanliAJ f111ct ion, I'IOIIUiwlual l11r~·1, 
it i~ II'Ut•, in tlw C'ft~ u ( ~.mall net int'ome (,'Orpoa·atioM t'O\t·n.~l hJ 
laiJli• I than the lttrJ,."t'r Olll"'f (."(J\·en..-d by uble n . wirhoul • NlrtKJrAlf. 

lAX l"n'dt•n rqual to nr iu ('X~ or tht' bunlen iiHJ~I Ov t iM< IU't'~lll 
l1w. h t Hlhtr word8, rorponne m•na~mtnt rem•iM f~ tu u•alce­
it"' tff1·i.,tf)U~ with ~""J)fi('l to the d~ribulion nr iUt HMlin~-o~ •Ubj«t 
mtl,\· tu the quahllc-aliun th11 '>uch deci.o;ions .t--J•all uot an A'fotral 
(~JN"r.lto tQ impair A ..OUr'C'fl or n~rV rt'\"eUue of lbt t•niltd $tat~. 

C~rporattOI'"' ma.rt ,_ tthin 1 ptriod o~ :} or .f yt-a""' a('(·utuulltf 
nrnm~"' K~ua1 to tit' in tX('ti;S of tbt enure Mt mcom~t for a ... mafto 
tu:.~ebfP rtar Wllhout inr~n~ thf' amount o( thtir ••xf'l owt"r the 
•rnnnnl i1o"' J>aid. 111e propo6f'd plan ap~an; iu a ~till nuJrt" fnor· 
abl .. fi~ht iu thi!! ttJtttd aoc: rompared wjth tht ~ilnation .. hu:h would 
txh,t 'f''t'n:o a major portiunM additional rt'\'c•nttt' tH'('(INIIo bt M"',"ured 
hy l"ftising tht fJr(!iil(•nt t•urrJOrale ret~ ton fi~u~ •I}J)rV•ximt~lin~ iO 
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pereonl, u bu botn IUgg<s!ed. 11. ill ~ port..,avod wberoin <11tla 
a ,._. bo•10 of oorporaLe untion ill deolructne of -..bJy ad• 
qualO provtoion for a rainy cloy. 

Jf pouti<ular <CI'l"'rouo .. ""'!! a laf1"< own for proper plant ..,. 
largtnttnl and bu.in- uponsaon lbon lbe rtlenttOn of ao ... ..0 
ptl't.'<nl of their ,,.,. Mrningv will pro•id•, there ore .everal 00...,. 
tllft.OO ov.,Jable J,y whi<h lbe additional ~J>ilol roqo.iN<I may be ob­
uinod. 1 refer to the .. 1. of SlOcl< righif, or Uae rtl<nlion ol <om 
in tho bu.oin<tM by dl6 "'"' of tanble .wek dividend• or c1te illiue 
ot mlfa'Oit..htaring dividend scrip• to .Jaareholdero. Under any of 
tbote elttnultivo me.Lbods tl1e equ1table owners o:( the. lml!in~s ent~. 
prise, nomely Ute &bareholders, provide the ueed•d .. pitol nfier poy­
m~ot.Lo tJ1e Oovct•mneot of tbelr iudividtull t..11xee, ju&t.. n8 they would 
havn to do unde1· tthnihw 1.·ondilious we•·e they conduelinJ( the hufrl. 
JiU. ltf individualt 01' i n the. partJ1c.rsbip fot·m1 or if 11 now corpora­
tion Will orgaJlh~ed. 

lL hu been .,,..nuously urj,'1!<l tllal op<ocial lrealtn'1>l should be 
given to Lba~ portion of corporaLe ne-l earojng1J UStd or M:t. 1111ido to 
liquidlll6 oorporate jndebtedness, similar to the treatulent liltp-1('fllttd 
b)· the aubcomnullee. in thOt>e cases awered by Mctiou 00 of na repon. 
I\ i.e &Mtuntd that aueh trntment. would in any event. be limited to 
indtbtodn.., tt><urred on or b<ofore a """"ilied clot•. A consideration 
of the mtrit of this s~ion requin'l& eome anal~••.s of the pur­
,_ for w!tith such corporate indebtod-.. wu mcurred. Sucll 1"'.,._ may be cla!O!ifaed anlo lbree grGUJ>S: (I) Shon.tem> borrow· 
mgo to finance the produttion of J:O(id3 and ovvi...,; (2) borro..-ing 
(oonnol_ly _for a longu ltrm) tolinanoe t!'e.l('(tUi>i!i~!t of proJ>er1J' 
and faraliuea and the enla~ment. of uiSlang facatit1C~t. WiOO in a 
b ......... for production or inOOine; (3) borrowutg for daooequi.oiuoo 
of n~n-inoom.,.t>roducing_ and nondepreciable. p_roporty. 

W1th .,.,,,.....,to borroW>n~; of tlae fir&Lt,ype, ~~ •• not -• wh•rein 
rpoc:ial iN'alment would be cather nect'fi81ll'y or d .. irablo. Tho oorpo· 
ralion h11t ••esorted Co a bank or some. .other lending a~ney for fund& 
to ln{'ruso temporarily its working capit-al. 'Vhen t.ho. oorpo. ­
nalion's good• or sorvices are sold in tho market., tho t>roccod• of tJao 
.sulo roprcsenL n reeoupruent o( the cost of fWOds 80ld lUHI tho profits 
Crom llao "''"· Sin .. lllo OO&l of lbc >roOds !!Old was fiunnced by 
currt:nt. IJorrowing, the reooupmnnt of that COift ( 1"0111 Much proceeds 
PfO''Id('l tho funcl out of wbJeh the ltNln CAn 00 met. The profit on 
lha ulo 1X"CCrnte 1 part. of the net .income to be distributed or 
rttainttl u th& corpot:ation ma.nageiDent may Uetennine. Such profit 
llrtl_lJZth\'f\1 the e~ht position of the f"'rporatioo and t'nnbl~ it 
the mOI"tl ~ly to ~new ilS ~ns or to soou~ new loans: to finance 
1ta optnuoos !or the AI~ year. A demand for trpac:ial treev 
IDf'nt of .lllt'h andtbc.edn~ "'·ouJd, therUo~, ¥im)>lt mean that u.e 
c:O<poraUon '!"OIIId II! ~ a~ lh< UptDJ6 of thO l'e\'NlU .. tO build 
up ata wo~g aapual !O iho poin~ where iL could di.o)- with 
bank borroW'lOJ; to meet Its l1t!eds for c.urrmt. cap1tal 

If tho •~ililmg indfb<edness rep....,.nt8 borrowiu · of the """""d 
typt, that. ~ f<!r cap1t.al im·estn1mt. in iocome--p;.:ttucing property, 
your Jlt~tllaon_,. tolled t~_tlao_fact that it is with rtfiJ>ocllo JiUcb 
proponJ that h~ral pro••'llon as made under llltistinll' Jaw by way of 
alluwa,b e, dfdu<.'t1ons fo~ ~rvcs for dtJ)r:eciation, obeol~ce, 1nd 
depleUon for tim IHnortiut•on of t.hc CJ&PilaJ im•cstment.. Corpol1l· 

• f 

I 

lioas wluth h .. o folio" od lhe ..,.,....,,t[,-, pobcy of fundinJC -b 
_..,. are ua~akely lO lind ~v .. tmbor.....e.t in ,,_,Ill Mutb 
obliptiollt at thttr matunty. U 1 eorpor .. ioo bu - fund .. ! ,,. 
-or hu dlwpo.lfd it:&._.... luntls for purpoeee of cbYid•od 
payu)WU. t.xorbilAn~ uecuti'fe salarit'!l, or in other "fayt, • qUflllllou 
may properly be,~ w~tl.her thty $bould ~ (li•·<n apocaal COn· 
siderauoo th .. ,d>IM'liiUnatang,llj(IJJlSt oo....,...U¥cly ruao&gOO com­
paniao. at I ho mk of tubounuar '""" to the revenue or "'hethtr dao 
<Ort>Orale management oh~uld not he left to solve their J>roblem in 
other p<»tlale wayo. Varaous methods by wbieb thi• may he done 
bl\'0 boeu no!errnd to ubove. 

,ijoa·rowinj[ or LIIO third type would ordinnrily be lor •pocul•livo 
ptU'J')Q8(18 tuld l? t~tat. exhmt. would iu\'Ol\'O n departure [Mn IIC)t~ lu:l 
tnd pi'Uderlt. prano1plce ol cori>Oa'fttc. management. ){tho I'IJ.>ecUIRLIOn 
hll'l pro\•f.d un f011.unfttc 1111d t 1a pro~ counot ~ licau id~tttd for 111 
amount.. tmltieient to di~ehar~ the obligation incun"t<l in ortJe.r to 
at.oquiro it, Ule ('()rporotion hfLB sustained a capital lo&J n•hicl1 may 
be offset. agai08t e.tpital gains in detmuining the corpol"ttt& ne.L in· 
come. TIU~I'e W.tnS to be no ~rsuasit·e argument Of polit'y ror 
utending 1peciaJ Lrtalme.nt to a corporation at tht Ul>tiW of the. 
ftftnue. m ordu to wable it more t:asily to meel. the c.pital ne&. 
J..s whi<h il may ha.., a.usuiood. 

So far u it. hu been 5\l~ed corporations may have to borrow 
lo pay this tax, lhere wilf be no gn"'ler liktlibood or n..-ity of 
Will "ndtr tho new than under existing law. The tax ill levied upon 
'-mt tamed dunng dt6 tuabkl yur and ill rooei•·od in ClUb or in 
proport• valued in tfnoJI of tho <tilt il will brin~r. A prot>orly 
~ eorporotion will have made l'roper pro•isaon for th11 u 
for IJlY other lOX. Jl Lo tho cub )lO"itiOO, not the book ourpha, Of 
a corJ)Orat ion wldch it important. 

EYe.ry exception and ea.ch new Corm of speciaJ t1-eat1n.e.nt of par­
ticular typee of corJ>Orote situations will tend to coniJ>Iieate tJ:'o 
administration of the now oorporata t.a.x, it enaclcd into law, and 
will im1)1•ir lho uni{onnity and equality o( its application, all well 
u e.ndonger to .omo extent.. tJu~ estimates of tho 1-evc.nue. to 00 ob~ 
tained 0 1· nQCC81Jilflt6 higher rates UI>Oil thoso. not. favored. It. ia 
bc.lic,·ed, for thOHe ~·asom1 as weU ns others to wb.ich I aball a<h'~rt 
presently, thai.. thn numiX'r of exceptions an<l CMCI of specia l ttf'at· 
nM!nt. provided lor should be kept down to Lhe nlinirnurn which eound 
policy or impolling praetical necessity may requi~ lltfleelion will 
•how that the problem of tho debt-ridden oorponation it not funda­
menWJy differen~ from lha~ of the debt-ridden busi...., ent<rpri80 
tarried on in the individual or partnuship form. An individu•l or 
a portnenahip Ulll5t )lUll hill or it.s inoome lbrough tW. lu mill hefora 
the rtaiduo aau be applied to the liquidation of debt. 

Equality of treountn~ ..-ould -m to dtmand tho~ tb~ oha_,. 
bold<na u the beneficial o•·nors ohould he oxp«:Ud to do hit.,.,~, 
partic:ularly iiDCO the h<tuidation of corporate indebttldn .. tendo 
to increue pro tanto the value of their equities in the. oorporate 
enlerpriae which it onc:umbernd by tho amoun~ of the debt. ,,. 
problem of che corporation iB simply tlae proble'!' of_ huiu.: oo h~nd 
lhe 11nounl of ca.sh requi""" to meet at& obligauoru~. Aii!Umang 
that it. bu not by rncans o( sinking funds or otlter ~rns matli 
proJ~r advru1oo provi.eion to do 80, at least three p)tc.rnftth·o anedl· 
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oct ... othtr 1han ft:funding or~· borro·.-insr, by which ll may mobi­
h .. tbe -.ry Ctih for lh~ PW'J>C!"' hne already boon. po1niaJ 
out. ll may bo ~ed. also, 10 pu>'lng, that the poowblt onoquali. 
l'* an th~ tai on indh•idual Wreholdtn whicll .it ba>t ~n app~ 
hond<d mi¢11 ...,..h fTOm th• propoood tu all bol,.. .. n th6 «har&­
holdtrt of Wrporations having equaJ income but Oot tmniJar)y i:ltU· 
attd with re"'IX"Cl to indebtedDess or tbf' need of rnoney for lll•ot 
fti'J))a('t.mtnl or extension may be avoided b,r re80rt t..o one or another 
of tht'M dtwices for keeping needed euh 1n lhe '-'01'JXU'11fl treatotlrv. 

Ont\ of th('o mejor urlc:k>r1ymg: principles and obj~lhNI of the prO.. 
1J()I(;('(1 tnf.RHUr"O i~ llH• re<luNion to the lowt>t~l J~iblt~ minimum o( 
thu i11N1un litif'i of the J>l"•~nt '" ''' 111'1 it npphe14 to difft.·r~m tnlei 
of hut~in\""' r•utrqwi~. Tt. woultl lx• n unsluke to th•pawi•le· the 
importnuco o( lhc illl)h•iduul (II' l)ltl'lflel~hj p rorru or thr lmAin~ 
Ullll iu our ('t-onomv. El'f-'11 nnd(lr exhtinJt l1•w indh•idurll ami 1>1u1~ 
nN'tthlp buHin4'fi8 l•ntt•q,rist"S outnumbe-r busiru~ corpor~ations by 
about. 2'Aa to I. The figm·es n,>ncl imo tltl' ~'Onl by Couuuil'lfliontr 
lh•h·frinJt itW<'rttl doys a,ro showed n total df J)lirlncn.hip return§ 
filt"fl (or 10:_\0 of 205,-1.32 ,.howinJ! a hMnl ntl in,·Hme of $1,072.264,. 
S'!S .. 'JO. Thi" total numbfr included 26.180 rPturuot showing 1~ of 
$H7.012.1M. IG and 171>,.2!>2 ia;.:able ~lurn" slwwm~ o IOUt. l nel inrome 
of $l,IG9.277,().1-!J.7G. f'ifty..se\'fn of tbet-e JMirln('""hips '-how DK 
tn«>mt of $-l~IO.OOO tn $1.000.000 11~1 23 "'" i11«111""' of 0\•r $1.000 •. 
rwJO. Thi!J total net income for pa_rtnen~hipe ro•nJ:NI~ with •n f'!lili. 
matfd toul nM. income for «wporations for tbe -am~ JM'riod of ~~ 
billion dona..... While it musa. 116 admitted that oort>Onllions hue 
IIII:•IM diatl,.ama~ .__ .. wtll as «rlain ednnll~'<(. 114 CIOIUpared w1tlJ 
tht parcntn-hip fonn of busi~ss unit. it seem.i J~rfcctly clear lha&. 
c»n tht wholfl tl1e prt*Sient tax system wtduly favor~ th~ rorJ>Oration. 
TIH• fol1owinll fil!'llr<'IS s-how 1he munber o( fornUl L06.:5 (partne~hiJ> 
rtturn~) tllld ronn:s 1120 (corporation returns) moo ('llf'h y!iar from 
1021 to 193lt, intlusive. · 

_Mr. ('~utirru"_n, I do. not ~uppc:.se it is IIOOeSJo'UY IO ~tall thrU, but 
wu•h tu llilil-'1'1. 11 111 1 l11~ pullll llowe\'CI'. I wiflh to flOint. nut t luu 
!ht• nuui~uurn numlx•r n( pitrttwr~hip t•eturml! whit•h rU'f,, of course, 
Ill for1111111Uu r;•t II I"U8, w1•~ m1Hit• in l!1l l nud luaJt di'OflJ~cl quite stetul· 
iJv tciUC'C\ Chtlt dnt~. 

· ('l'hf' IHIIItet• rt\C(Irred to is ns follows:) 

......... lotd ("'~' 
CltiM) UIJif 

...... ..... .., .... .. ,. ..... ....... _ ... 

• f 
IEVESC'B ACT, U31 567 

is w bt wboUr ar.c·ountOO for by inrorporation, it. doet t~ee.tu ... re to 
dUD.e that 1 v.-ry ("(•"ll;.idtrable portlon o( the (l()'l>Orate- lncft&lt\ 
;,_ no:pA!Rnl~ by llfi mcorpor11 ion o( wbu. wt:re fonnerl) pel"lnfr. 
!!lhipiio- UtbUI._,.,..._ ... mtn m~y ...-til bt ldt free to t':b(liQ!IIf' be:·h·fltn tiW" 
incliriclue1 or J>Artntr..Jup fonn on 1M ono hand and the oorponte 
form 011 the othtr 0!' the: b&si:s of t~teir inberwt ad\·antafrN and 
disld,•anl•- for bu'l:me88 pui"J))8eS. Without rennlto tax t"'itsidtnt· 
tion& J !'lao "ish to int~luc_e. imo the ~nl • ta.b1~ whieh gh·~ 
1 tOIIIJJtlrt,.)ll of tutal Ca.X hab1ldJ from moome dt•rn"f'41 (rum linin• 
c:m'f.Kinlled husitu_~ anrl fmm chl---idencls unde.r variou" ti~IHuption!o! 
~JU\~'111 inJ.t di~ol•·ibut ions of ('arnin~"!:i and pro6l8 o( NJutal pnrtur111 
tnd ~ockbn1dN,., ror n sinJ.tlt~ incli\•iduo l wiU1 no other im'Omt•, 

('rlw tobl11 •hovoo•ol•rt-ed to ia"" follows:) 

('O-nfHH'I•fm ot tr1tffl l fi.JI llu&llitp /tH' lt~eomt• d"-rll'tfl ( (f}m " "''f4"f)I'J)Oml rd 
fflliH('.Q/'110 (HU/ /I'Otil fl(l'fd(""ltfl,l, IlNder t'fJriOW.C OUtiNiptiOH. l'f'IPH4t/lffl dl .. 
ll'l&lfiiUJt 1.11 '~'""'"U* 11ml "'w•b;•r O/ cqtt•d purtrtrr• oNd •IOf'U.nl trr11. for 
8 •'"''" l~tdlrl{l.,ftllt'llit IUt (;I /e rr i"f'OifU! 

YOTAI..TAX tJ,UULI1'V ,U PltRCKST 01' INCOMK RICIIVIO• 

Net..._ .. __ ·- - - ·--···- ... ..... ..... IUf l . ... •• 
-: ..... u.n ..... ILD Ul •• .,n ... ILft ... &10 •• .... ... ... •• •• I • ..... ..... ... &:0 ... • .... 

I ... I lUI ... ..... ..... . ... .. 
) ..... ti. M .. .. lUI lllt IUl .... .,.. lUI IL .. IL• lllt ..... IUO IU6 11. 1 ... lllt ...... lf. f(l tl.tl IUO lUI .... " .. ,, ..... ..... If. at 14. t6 JI,JII .. .. 

:U.IIl ..... .... .. ..., .. .. ll.tO 

"" ...... IAtt 1&01 "·= .... .. ..... 11 :u l&.Ol .... IL .... . .. .. ~ .. .... 17.10 14.11 .... .... rt.to 

J: 
IL .. tll, \llt ...... A.U .... lt.:l 16.11 -- .... •• .. .. ILif ILIO 1 ... 

tl u .... lUI 11. 11 lUI 1110 ... .... ..... ... .. "" lUI .... , .... ILH ..... "" 1 ... 1 

,.. 

. .. 
•• • • • .. . 
..... 
1 ... .... ..... 
. ... .... 
ILIO .... 
11 .. 1 ... ... ... ... .. .. 

Mr. K E!\T. Tht "'-IJ!~et-lion ba:o, bft.n made th.al tbt.- 4'1111.'1111f'Ot or 
1M .JlNJX~ 11('" tax anto law will ;:-rt-.atl~'~ aexf'nluat4' cnn .. f.-~ ul 
!<totk into tax-t\f'ltiJll r«uritif'S bv iodiriduals laUm,: into luph aur· 
1u: brackets. \Vhilt it i'4 quite ~ibJe thJl this may <'l'C'ur IJ'! IOCne 
iodh•idual ca~ it iN not belitwed tb.at lhe: ~,·enuf' fffr<1 1H the 
1~-tgn"W~te will be ''erv "ub.tantiaL lAJl!e u: th(.O \'OIUIUt' of th~ 
~nrities now outlo"ttmcling i"' such supply i"' ne,·('n111'1~ liuutNI: . A 
\'t'ry lar,..'"e influx or funds into tht'l buyinl! 1111rket would fJUtcldy 

~~0---no. f-:1&--i 
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rtllood t..Vf in a ,..bofantial ;.,.,,...... in tbo marlrol. pri..., of -" 
.-ur1t1N DOW outt;~anding and a redudJOO in the inttr"JJl ra.ta 00 
,.., dilUte. llor.oftr, the securities now ou:utanding ·~ owftfd ~ 
1101Jl"')06 and a withdrawal of funds from l>rodll<'li<e ent.rp.rioe b7 
.ome todl•iduals in onlu lA> purchuo tb..,. ...:uritieo would -
a like oner .. se in 1M funds in the b1Jlds of the ..Jiere tboreol .. .,1. 
able for Othtr inHotmem. Altbough it is diftlcult to ... luaiAI with 
uactitudo tho tfrl'c:t of all these variable !acton, it ..,., .. unlikN 
tbat. ta.t~X('rn))t securities will pnwide an av~nU6 Of tax efleaJ)f •llt! 
lllantially wider under the pro1l0sed new law lhan tuade.r the exitting 
law. 

Thit tQx willuot.drivefitockbolders into ln.:< .. exempt bon<bl~uJO• 
J, Tho 11('(1<md <?o''Croment is not. issuing ooy bonda exempt. rro11i 

t'lurtnt<etJ. I t does atoliueshort--term b1lls nnd notesao exe1npt IJ1at lh~ 
bulk of theso nre purcllasod by banking and other corl:Orations 
not tubj('(:t to .titU1tt.:n'8; nnd they llre ismed n.t e:ttrtmely ow rates 
of intf.tt"St-ftbout onP-eighth of 1 percent. in tlte c:A.~tC of billa •nd 
about. on~ tmd one--half to one and fiv&-eighthe pe~nt in the ease 
of G--yr•r nott ... 

2~ Stitt'S a rul thfir subdi.-isions bl\·e tntered a dee:lining phue of 
l~ttr d•l>l <.)"'I~ . The P""'P.<Ct is th.at the Ol'ltn>jlllte vohlme of tho 
!"'tal~ and mumcrpal debt will dedine rather than rntrt~ o\·er the 
ntxt d«"adl' or: t.•·o. Sueh a pros-pen. is in lino wh h put ~vtff'§ of 
Statt and lnllniCI~I ~bt. M~ny of thf'M: ~nrntotntal aubcfi,.i.. .. ion.~ 
haYf rtlf'hrd tl1t hm1t of thfltr statutory. cbarttr. or con~tituUon.aJ 
powtr to ("fNle dt.bt. In mOSt other go\·ernnM'nlal unit' th~ \'Oiu01e 
vf bond·finanaod ampro¥ements ~uring the twtutie~ wu also ~~ 
!nough ~o ll"'U.SSPi la.xpayu resislanee to anl' !urtJttr eublt&ntial 
UlC"f'('L~ 111 d<•ht eha.rgea. ' 

3. H~n4'f', ch~ 1\U JJP~Y of t~;X~xe:mpt stturitiCA if' unlikely to in· 
trta~ •• any t-Ullitant raJ nt.e m tl1e n8r tenn ful ure. 
. Mr. C'10".,.m:;a. If 1 may nsk you thiA: <JuNJion. tht'y uro b.'ing 

da~uec.l. T und~f'lot1A ud from J>retty good authority *'t nb6ut 11 billion 
oll~~rw ll veor now. ' 
Mr. Kin Y.a. 
Mr. C'IIOWTJ!r.JC, 'l:hnt is ft pretty substantial aum. 
Mr. l(t!NT. nutt. IS II Jmb!:llmtiol !:iUm. r nm spcuking ('lltit("ly in 

ltnn" t>~ 1>~)1\hl., tend('nciM and •lo noL m~nu to 11~11. t11at U1t~ 
a.mount. 1~1NI, or cou~, will not i t~lf be subrtnntial. 

Mr. WooooL,.. On that one point bot 1 • 1 
a-h·tn •wr thou.aht. to the- incN sed ~ 0 "-' you tlH'e H, 1ave ,rou 
maY anc probabt ' ll be • as •mounl of tax~exempt. bonM I nat. 
divUcton~ tht'-f'M)( ~ 1.~ed b~· tht' SratH and polili<'al tmb­
p w A and II' p ~""'of <he fact _that at thi~ time undor tht 
Stat~ to t'- sCa~' de :re txte!"'m~t loan;t •!I o•~r th• Unitt<l 
tbf.,. 0 _..,. lMiild *>....... anbl' l ese pohtu:al 5UbdaYitt10IUI m order due. ,

1 
I( y .. _ pu rc works l 

.oJ r K..''T. - "'-' 
~Jr. 11'001*0'1' Now • onl d -th. C'alh on hami ;ud ;h:,. ha;r to o ~bal. tbty ctrtaJnly he,·e not 

tl1e nM'ntv to --1 th·• -,· 1. e to go tnto tht 11\lrkec. 1nd borrow 
:\ ., ~ """'' - 81 Ul lOn • 
• tr. K~ST. That is tnrc Of f 

ablp to uke ad,•aJltl~ f • bU tOUJM, 60mo o t~l~ •n ha'·~ been un· 
fact thal ch('y tun•& •l;ad~u ~wedorks ollportu,nlt,r\'8 bN-ttl~~.or the 
t'dnt'N. 3 reacn the egal lrnllt of lhe1r mtl~bt-

• f 

I 

U-n::tnn J..Cr, ltSI 

Wr. W-t·"'· I rmde ..... nd, but lA> my pononal atteotlon hoe 
- a nwnb<or of tnot.tn<W whtra the FedOr&! OovorOJDto~ mal<,. a 
-tributrou toward a pi..., of work and w~ro the Stat< or u,. 
polit.ical ..,bdrvi.<lon th.....,! !'-u gone inro the morbi. and borrowed 
U'OOfY on tas~.n_rnpt. .eunhes. 
~lr. Kan. y.._ 
Mr. W~u,.,.. And it would atem lA> me tha~ lho ilotranco of 

...,.rit.i .. of thio kind would bo '"'Y ma>erially likPI* up by tho 
prognu:n now OOiog c:arritd out by t.hia Oove:rnmmt.. 
· Mr. K>~NT. I lllfll!"';" it will hL,·elhu ttndeno~ 

Mr. Vr>IOOM. 1 tbrnk iLia fair to aay--
)ir. \Vooottorr. "I..<I)t. him answer my ((Uastion. 
Mr. K•sT. I ""111>0110 it wi ll ha\'o that tendency while tho l'ublio 

Works proiocht cominno in lho in~tances of those loc•J govcrnmonlll 
which ,., .• rn 1...Ulion to t4ko advantagn of it. Uut when I •J>Ck• 
of euteriuiC into a declining oyalo T was not Kptaking of 1 Y""' or 2 
ye11nJ, t wu thinking in [trillS of & 10· or- 15-ycur period, and it. ct.,... 
tainly is true tluat. JO many of the loea.J got:ernmt.nt8 or the counlr1 
ha"6 eithtr rf'lthOO or are •pproaching the. constitutional or 1t.Atu· 
tory limit.olion "P-\'" tbtcir _indebt...:lness. that tho~ .aro.f!Oing to lind 
it Ulc:rtutng1y dtfticuh. to uwue tax·t:xe:mft. seeurltlft tn tbe volume 
thatlhtY ba" bc<>n doing for a numbu o yuro p&!L 

That'it aggra<atl'(l, f may .ay, aJao by tbo fad that in ID*D1 
pl..,.. tb- limitations art •xp.......! in ttrms of poroonta~ of 
tht total .-1 ¥Oiuation witbin tbe t.mtorial .,... of the ""P<0-
tiT• go,·emrMnt.a end there. h.u been., of ooune. a. marked decline in 
IRI<h a-1 nluatious, gryaler in som•J;':;;" tbao in ot~•ra. In 
Chicago, Cool< County, lOT tnlllanoe, *""" to tbe lateo~ rnfonnt.­
tioo tbat I ha,.., it is abou~ 40 J>OIUDL 

Ur. Vu<80lf. Will tho gentleman yitld to me on tba~ poinll 
Mr. WooDR.,.,.. J AhLII be glad to in a. moment. Your oonelusioruo 

an reached, I 8\IPP"""• boot.""" you..., •n end to thi• Public Worko 
construction und~r tho m~tl1ods now invoked by tho Fedtr•l Oo•'· 
ernmcnt.t 

?tlr. K11NT. J •m not roa.lly in 1\ position to exprCM o_n opinion of 
much Yoluo on that. quostion. To tbe. extent that thC80 expendit.utW 
or t.ht~ volumo of thl'll& expenditures is influenced by the uiGtc.nM of 
an eme~.ncy, I ahould assume that with a.n improvement in con· 
ditions. tiro •olume of suoh expenditu ... would at l•ut deoreMO. 

Mr. WCl00<111PP. 1'ho htt>t information ..-o bavo is tbaL lhtn ia oe 
much um:mploJme.nt. today u the.re was 3 vea.rs agG~ and flO far u 
Congreoa baa ~ able to dettrmine, so far u tbtn ""' p....,nt 
upondituree of money for tb..., purpo608 and proJM*CI uponditu,.... 
the •mor~ncv hu not bttn relieved to any gtMt rnML Ia tba~ 
your opinion t 

Mr. Kz.,'T_ ~rteinly tho 6j!t>n> ...;th rtsPtet to u.....,ploymta~ hoe 
ooL diminisbod as much •• all of us would lika lo- J am not 
prepared to •1 tbal I om eonrinood tbere hu not bout eomt im-
prove:menL . 

Mr. WOOOIIUP1". Th•y '"' sWI nry impreosivt, bo,"O<tr, you wtll 
'*Y that. And 1 lhinli yoo ...;u agroo, too. if vou b .. e oiJetrved tho 
l'l'porto not only of the depa.rtmenl& of tire Oo.-.rnment but olhtr 
wcJI.informed tgencirs, tllat so far a.s unemployment. itJI<!H i1 con· 
oomed, it ho8 not been reduood in tho last 3 years. L! not. that oub· 
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.. anually boca'!"" the aothoriti"' """'!' to a"""'! Utu the uoemploy. 
tnrnt uU.CJ.QJr m the <"'UD.try today 1.s approxmJat.tly what iL ..,... 
a \'Mini agof 

Tht <:u.una "s-. What authorities ~~ ou thai. 1 would like to 
lrnHw- I 

\tr. WciCW\: "'· Among the 6ne authorities_ at IMit lbat I ton. 
aJtlt>r an authonl\". b the ..._\.meric.an Ftdtntion of Labor. 

Thf't Cu UlMAN: That does not. mean c heft! i~ any agr"("'(\menL 0.~ 
l.w)'l\· CMk~"" a JIOe>ition. b~at .~bat is only the ()4?8ition of th•t. one body. 

~lr. \\ IMIOtu "'· JJut It IS confirmed, 1 will HllV, bv the hlat~tu:. 
Jtublit~hed by thf" Go\'ernment itself. They t·ont\rm • thnl. thtf't\ bu 
not lj(ll'fl nny '"ullo'ltonti&l reduction in ulltrnploymeut in the IIUJt. 2 
Y"a,.,.. 

Th~' C'u~unJ,I .U~. };v('l'Y iJld~u;try in thi,.. c•Huntry, prtlctic.•fllly. Js 
runnin~oe ou full tune and htrnmg out a mueh g••NtWr output tlum it 
WtiM 3 .'.''lir"" n~o. The lextHe inclustry. tho tutou•obilc iudu"tn the 
funlituro industry--there is not an inc"hu;try in fhi11 {'OUntry th~t is 
not workiuf_.!; mun> peoJ)Ie lbe.n lhev were 8 ;·f'arw ~J[O. 

\fr. \\•tXIOilt."YY'. Uut tl1e chairiD1ul overfuuks tlw flcl tJ1ac rom­
ing uun tbc ra_nk..4 of til(> unemplored oonsuu(ly ·~ th~ youn,:c,rtet'JI. 

111to CnAII.MAX. rn ... ,.. are. feW coming on; ' '('& 

Mr. \\'nc.IIOIItt'l". I know 1ha1 ~·oo will •lo!""' tliat thf por10latiou l.' 
mC""'~~~~~ fath .rnr. 

Tite (•lf\IIJIA.S, l prt$UJM it is. 
llr. w._ • .,., .... Thfn the }•ounptet"i aro lar/("ly .... porunblo r .. 

thac rond1hon. are tiM'y rlOL? As a n\aUu of fac:t, ~lr. Chainn.an.. 
I l"f'W't't n•ry 11111dl that tmployment t'OnditiOOJ: han~: not impron~d 
va .. th oH•r whll they Wf'rt 3 years a~, but the t~lati&:tica tbow that 
th•v ),. • • not. 

The ('u \IKliAN. ( would disagree with that. 
Mr. \\'oootn rr. J would be. \'try glad if the ch1irnum would put 

111 lhft I'('(•(U•d ~ports frxun Go,·ernm4'nt dt'<parhnente thnt. would 
tohow tlu!t I n1u wrong about.. this tnAth:r. 

Mr. \IN"''.~. Tilt\ Croubltl nOOut drowing 1l bahuu."C bi'Lweeu m1· 

Nupluytufut todJ~Y 11nd CltOO! who wero unrmploycd 11:ny on March 
1!. IO:la, iN t lu'lt OUr frit>ndj:; did ,not Jenv(} tllC' fli(H I~ 01~ l\l~trCh 4, 
Ju~:l. I~ mny be thnl H1ose ~tnn!'tM. that they took with tJu~m, 
Wf'':' a hUh• _Jow~r .than. the snuohon that act.url'lly obldinl'(l. Out 
~n,\ho"', I Uunk It as f•ur to say tb~t the quei iOn of unem1)Joyn~ent 
._. fiOitlt'.wlu't. ~1alt~ours to the_ questiOn 4'!! J>I'Ofl:ptrity; it i• mo.'"! or 
I~ ~n l!hln tdual s. obst.n·at.Jon and hUJ knowtld~ of roodthons 
,..,tJun IIIJC olRrvatton. 1 ba,·e not bHn in J}cltroit but. J ban 
hetn rNdmg t.bat in Detroit~ whk:h is in the gentltm._,;,, own State, 
tbty a~ tummsr CHJ1 th00$ands and tem of thousand• 1nore auro­
nwJb!""' now tlaan tltt~· we,... badr during th~ Hoo•·er oyolo. 

I Jl..t ("aJ\Uot t'OI~'"!J anyOflf! who is u fine and u fair and u 
apltndad a• ntJ ..-1 Cnend frum llidtipn not lmo,.·ing that thoro 
a,... nl'>,... t'""PI• actually at '«<rit today, t'Oj!1at"(ll..,. wbn the figurt\1 
mal· h~. t a.t thtrt are mOI"e people earning mt-at and bread tOOar 
an~ Ia mg a pay cht<-k homt-. that there ·~ mort Pf0p1e in tb•t 
~atf'ff.r'. no" than t.Jlero w-~ on Ma.n;h 4. 1933. 

~ r. \\ ()()l)ll~_rrr. \\ tU tbe ~ntltman ptrmit nw to rontinue tblst 
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Mr. Va>aoi<. y,._ 
Mr. WOONIJrr. 1lae ~U.ItlO&O from )lichipn oaid tt<Jihm~t •hat· 

flQtf"tr about the nutnbtr of tmploy«<. H e: •-as it-llltakin~ of tht tiD· 

•mploy•d. . 
~ft. \"'f!'(IO!'(. l &IU llpHktng of tbe.rn, too. 
i\lr. n·~c-':"'._ And I want LO ,;ay IO you, Mr. Chaimtan, 1hac. J 

am ptr!eclly w1l~111g to lett he repo~ of thl' (u'1~nt admini"tnlion 
itseff tither conhnn what. 1 ha,~e Yul or confound me-. And if thc.­
dutinn•n thinb I am wrong about it, I wW ahlc thnt be ~L lht\ rt· 
ports from tht lll'J)IIrtment$. the proper departu14"nfs, ancf" rmL thc+nt 
tn the rf('ON. 

I hope I Rill ahnyw hir; at least I try to })6. 1Jul it i~ 11 matter 
of reg•·cl to mo-l atm nol tlnyin~t 0Li3 to embarrass ••nyono-but i~ 
is: a rn1tlter of r'Oj.t1'1~t l o 1ne thut.thel'(' ure as m~tny ltrwtnpk')'t•d t01.l~ay 
il.iJ lh(lrc wero 3 Y('lU'811f.tO. lLhink e\·ery ,._f()()(] citizen or thiN (•ountry 
ft4'1s ns I do nbOut it .. 

' nl(' CIIAIIINAN. 'rhN'f, h• • great clifl't•n•uce bcl\\'('(11\ \ 'llrWUil <·oudi­
tions oC uuen1rloyment.. A ,:.rrtat many of I he peaplt> art> I'C'~ri,..ffrf'(l 
asunemJ)IoyC!( toda,..v b4'tl use they work half of the iilllf': ana tuuler 
btitu bus:inMJ condttione ~htJ' a.re willius;- to take a \"'eationlhf:' otlll'r 
balf of thft timt'. Jo;,·erybody knows 1ha1 rhti b trueo. Thfn' an;, 
a lot of l'fOI>I• "'ho work oolv when the)' need to w<>rk. Thev are 
j!OOd pooplo, but if th•r c:an .Om enough tn 20 day• to oupport. tbtm· 
~tl\'tl and their f1mihf8 for 30 days. th1t is aU they • ·•m co do. 
And thal is aU right. natre is a big difre~~ betlii'H'n lhal llld 
tocal unrrnploymtnt.. Thal aceotmlS for a ~rKt man\' of lhtm. 
They do not want . thtc.) do uoc. !lfek. and lht!y do ntK Otecl 8ftady 
work. 

Mr. KNun;oN. Will tho ~ntleman ,;eld I<> mel 
Mr. lVooottcrr. Jn order to l'stablish rny fairn~ 
·nw C'nAtRMAN. 'fhat is conceded. 
Mr. 'VOOOROPif. r nm willing to Let my case rest upon the officiml 

fig_ur~'i of the preseut ~adminii;Hal iou as published. 
Mr. V1s80s. Will thr f.(C'I\tlem1m yield to nu• on the tlu~ticm of 

the. bill, in 1"(\gnnl 10 tl10 IHuount of nun·Fe4ll•rnl bond.H t.h••L maty 1;o 
i$Sued to ))l'fl:iO('t'utr the 1). W. A. projt."Cts? 1 chiuk vou ~~ouM 
~tf,'l't'f\ with tun thne Hu' 8UIU tuta l nf ~uch S1111e Ot' hll'1al ~md~t would 
not be wholly in <'"('~ of the. Stntc tmd local bond:il that. woultl 
ha,·e l.wlfn i~t'J('{) had tl•('rc OO.•n no P. \V. iL J>rog:ram. 

Mr. Rt~T. 1 think lht•l is un(luestiouably oorrN"t~ 
~Jr. \TnrH>s. \Vhilt• 1 am n04 rt•rtaiu u to I be amounl. 1uy rtrol .. 

lf'!Ction iR: that in tl1e yrar 1035. to far 1.3 J). \\ ...... \ . fund .. thAt •<·~ 
•lloc:ated is oonN-naod. back in mv mind is tlae thought that thf Ag· 
11,.. at ontt tinwo wa" ~.000.000 imd 1~bly somechinS! in addition 
to that.. 1 would like to ha•·~ you put in tho rooord tlao amoont <>( 
P. II". A. rund• that ,.. • ..., allocated for •xpenditure in 10M. 

Mr. K"""· 1 will !,. glad to obt.&in. that 6gul"t' and 1~11 it in tlae 
mord. 

~fr. Woooatn'P. A,.. you "l"'aking now of P. W .• \ . or W. 1'. i\.1 
llr. ''"''"'"· P. W. A. proJect• are th<lee whe"' you had th• Stal•. 

county, and munidpality mat.:~ Federal money. Or oouM. it 
w-as a long time ago when my fr.end got ofF on ihis political di•· 
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<"ll.t- ion, and wo Wtl'f' talking a~ut. theH> ~te Aft!~ munic:ip&l boftda 
in connKUon will> r.be l'1lbiKI W orb Adnun~auauon. 1 woll!orc!ro 
101 frond for fOfl, ... LUDg Lhat. . • • 

.Mr. \\toouat,... \V1U nOf.. my. fn~d agree ,ncb me onr t~ t.ha\ 
of il h1d no< boon for r.be c<nlrlbuiJOOJ< tbrou&h W.. P. \\ . A., U..... 
would probably ba,~e beeD. \""try fe.w, ii any, tu··~Uinpc. lll'lroricit,: 
•uod during the l1il. 8 or~ yeorot 

Mr. Vo~"""· I W<>Did oOL agmo wilh roy friend on t.hat. 
Mr. W""""un-. Tioere woold hne boon mold>t.y ltw, bo<allll<l I 

know of no Stai(llt or 111bdi...uioas ot St.attt ihu hate boe:D in a 
a~ition wbt>re chey would even tbjnk of aceept,ug or 8huu.ltlering 
the entire roHt of any public ''.-1)rb at this Limo IM•uu.e. of 'Jul diffi~ 
cull{. of t..'t'tcinu an\' re.l·tnuo whataoo:v{lr, 
~ r. Vtsaox. 'J'h0se locftJ iti~l tboeo subdivil!llouw of Oovcrn•~ont. 

whether th~y nro city, c:oun:ty, or State, if they tuwa legal mlt:i. 
hitionM, they rannoc i~,u~ bonds to secure P. \V. A. projocla. 

.Mr. \\'oooaorP, 1 arn •ell aware of that. 
Mr. K:<111'8Cl><. Would you iniod, ~ir. Kent., turninglo page 10 of 

your ailatement1 
Mr. K•""· May T Hnish my •tdemttltl I ba"tO only a abort p&ta· 

~ph or lwo left.. . 
Tht Cn•'""'"· TA~<- tho witnoos linilib his 81at.notnl, and he WlU 

,.;tid to ]'011, Mr. Knu010n. 
Mr. KL'"'· Tb..., who ~k b'!'..,..,.n,pt IIOCUriti .. will be forood, 

for Lhe n>OS< p&rt, to compel<! wnb p.--.>t O"'Mni of IU..,.<tonpq 
l or Lhe uisting oupplies. . 

This will Lend, o.o alrtady s!Joled, t.o dri••. up lhe pro- of ~h 
llt('uritiM, to dtci"N8e their yields, and t.o tlus extent" to neutralu• 
lllt'lr aUradivtnea.. 

.f. ln prtt i('t. nu>reo';~r it is ueeedingly improh•blo that •'."Y g:tat 
numh•r of 1•1'1."' liltlcl<holders would find it profit•blo to hqoodate 
iruP?rtant or oontrolling inte~s in oorporauont., with ftll _lhe per· 
quu•itt."8 in the "'"Y of salaries and tbe li~ \\'hich go w1th sueh 
coutrol, iu onter to take refus..re in ta~-e.xernpt& 

Such slllClkhnld~rs, in most cases would fa04> tho llt~ty of P•~ving 
verv l>~r~'ll tnpital ,:_'ftins la>os on tho stoeka t ba~ lboy might liqmaato. 

~lr. KNtrrOON. Mr. Kent, if you will kindly tu111 buck to I"'l.~ 10, 
1"" "'Y thero lhal lho supply of outetaoding tax~x~rnpt eecurotoM 
11 limit•d. '11rat oibration as being corrtcled npidl7 ;. i~ nott 

Mr. K•><T. l mould rather a.n.wtr Lhnt qu~ion hy saying th•t 
the~ hu been a considerable increase in tbe volume bue, however 
Ia 'II" th• volume m•y lot, it i$ stiU limiled. If lhe volu!M ine­
more n~idly Lban tho national wealth why, of coon&, it borornH 
mol't' lttlOO:S. 

Mr. K 't"ri'OI<. Is it not a fad th&L Lhe boonb aro •irlnllly hting 
<Om(l<lled to all!lOt"b those bond i- that art hti11g flllt out by 
tbf' Oonmmtnt. t • 

llr. Kc.-,.. I am not. in a posi1 ion to &ll!"Wt:r that. quMtion, Mr. 
K nu""'n. That il oouride of my field. 

Mr. KltOTilO><. Yon rofernd 1 while ago to lhelart U11t Uot short 
term• ta nitod a very low rate of inte.r-.. 

Mr. KENT. v..., sir. 
lfr. Kr<IJTOCl:<. Loaolhan 1 percent! 
Mr. Kr.~T. Yea.. sir. 

• 

673 
Mr. K~-vnol<. WlrJt is f!Oinl( to hap~ when Lboy art fundocl­

are you 11"'118 t.o k..,p on funding lheri> mtA> ohort-t.tnn IKilroti•l 
What ... u Lhe lo ... int.t.- nt&-what inltreol. nte did lhe 1ut 
long-ttrm bond U.U. carry! 

Mr. x .... -.. I would ba•·• to ult ont of W.. olllc:ialo in 1he.&.cal a d 
of Lho Treuu.ry. 

Mr. Ba.a.. Two and ~me· fourths por<ent, 12 to 14 ytara. 
Mr. Kl'IVTOON. That 1~ not IU<h a low rate, wheo you •lop to think 

that l11tre •• no rnctmt1v6 for people to JJUI. eap.i.UJ into •nythlng 
ueept OoYtM\Jrtent bondi. J tJ1ink that. is a preuy fair r.t.G of 
intere5t. 

Mr. KJL•T. I do not know I bat I would oay lba~ tho"' '"'" no incentiv(), judging rrom--
Mr. KN 01110N', \Vhot hlooutivo ia there1 when we tu-e gtJing to talco 

aU thtir pro6hf aw11y from them in tJ1o form of tax~t 
Mr. KJ:\"'1', ~udging Crom froJU the recca't very shnrp inc:ren~ in 

c:orpornle ennun~Pt---
Mr. KXV1"*>K. Ex<.."t'pt. tbat. they gratify u.eir ~r;unbliu" hwlinc~ 

that iJ all. 
~lr. Vo!<l!ON. Mr. Chainnon, I read here I rom a Walillinl(l<l<o P"Jl•r 

dated A)Jril 3, 1936, und•r a Ne• York dalt lin• [ roodingj: 
)lOft thu 1.300 lm.ponant torpontJon& '-'"~ aow rt:pOntd Nmtnb tor lut 

n-,r ....... lOCal DtC IJM.'OMe ol. $UY!QOOQ.OOO., a pta Ol •IJ.D J)f"f'n""lt oqr 
W UlCW t.c:aJ. a«''rdlnt: to 1¥ Sl&udanl $aati8Ckw C'o.. ot :-..~ lwk. 

Nd tt.rnlall ot 1,14' Uldu..trial tOrpOralJoos Y~f't a;p ·H.G ~~. to ,.,. 
llll,dwllt a.un.- IIM't' I~ ahlliOCIIP abouc 18 pttCitllL bf.Jow that ,...,.., lf'n'l 
aDd aklut 60 Ptft'f'Qt bttow tD!O 

l'l'Oel• ol 100 ~tllnt alllltiN locnuett 1$.8 1""'"'"-t. .. llltatnlrw tklJ tu• 
4118UT"e reNrd ft•r f't'Ulii'N' iitAb111tr. 'J'be 1113.1 11-;a,.. ••u ralriJ' tlt"..-.:o co 
tbt w:t! It-Yet and llkt~-a. IO c.bfo amouut ~ Ia lO".!:G. Jla.llr"t4d Nr .. 
tup. allboucb ••nail, raadfl a IW"tCrr ihowlng ttan Ia anr ot t.bt Cbrt't' JIIN''f'!l<d• 
faa )'(!tf'lll. but 1\'f'"' murh utlow 1M1 • 

Now. Mr. K•nt., l would like lor you to lurn to t>•b,. 4-
Arr. Cl.o'\\TJU'.It. 'Vill the gentJenuln yield to rnc fo1· t1 monwut on 

lhot point! 
~fr. VJ.""N80N. Y~. 
Ur. CIIQW"l"UY.ft. lt. would be interesting to ull or us, J '" " 8ure, i[ 

there wero nny w"y to d~fenuine how much of chnl gtdn. how 11111ch 
of lhttt per<:('nloJ,Ce, Wllfl due in o sense to normal nocvvr1·y, and how 
much w11s duo to tho inft'8tinoJ fortitude of our Allleric(nl J)l'C)I)Je who 
fight on iu tho fac.-e of disaster, and what proportion of it. Wft!l due 
to the hypodtrmie shot iu ~be arm of the 15 billion• •pent by lho 
Treasury during tllat tirne. 

Mr. Vo:<oo,. l lhink that is a fair observation. 
~lr. c.o...,. .. .._ You annOL find it ouL 
Mr. VtN80N, Out the faet. rtmlios that a pain ha..~ betn made and 

Pl'Ofi~r~ty ia bere.. I o uher wor:ds, it. is a comperatire proposition. 
You havt M""'h 4, 1033, ><ilh lhousands and tons of llooU&tndl of 
!1>- r<gi>Ltrtd u unemJ>loyed in a line trying Lo gtl to lht hank 
10 order to ~t. their money out so that tbel· can ltave !iiOn.., I'III)JH»1 
!or their familil'& And regard).,.. of bow at bu happtn•d, 1 tlrink 
lhero i.o much to be oaiJ with respect t.o the genU•man froon Now 
York'o idu lllat. the fortitudo of our poopl• hu hod onurh t.o do 
1Vitl1 it.. But. eerhtinly O't'etl my friend !rom New York wou.ld no4 
say-..I will no! pn~ it that war, [ ... w u.y r.bat I will .. y for him 
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that in mY OJ) inion tbe policies of the J)rMeDt ~c.lmimuntion h.t...-e 
don. mu.-r• to 1>ennit. thf' fortitude of the AlnuJ(an JltOple. w rome 
1oto u .• o-. n. . 

~lr. Ceo•....-uDL That. may be so. I nouc.e the ~nt1tman d1d ODe; 
tlung. 11 be .. ,u yitld; be bas ..,.,.,_,.eo! 1be oon1er Iron> th~ probltm. 
tlf'l uyt .JU'Ot!J)If'rlly is: bert., that Jt, JB not. around thf!l rorntr. ~1 
tnore. Tht- ~Orllfr hu been 1.a.ken away. And yt>t we are "nt.ng 
no" a tax bill to ra~ more money to sptnd. . 

~lr Vl~80~. Thft only lirne Jlu~·.ard ~nythmg about. t~Rt ~ntr 
"•- b"ck 111 JO:S2 whtu we bad P.rophccnw of g~ ~~tn~ m the 
trt-cllti. ~111wthiu; then ••as ti111d about. pi"'bJ>era•y lKHng uound 

1 ht~ c'flf"IK'r, t'ert.unly I will say l o my f•·•entls Hull w" aro •- lonA: 
~uy on th" ro~u.l. 

Mr K"mJON. \\'ill the gentlemAn yield1 
Mr: VtstiON. ·1 woultl Uke to djscn.I!S this bill und lcavo our polit.. 

1t•o1 liJ~l·h€'s., 11~ rutlny AS we wunt. to uan.kt, lo be tllftc.l~\ during lh(l 
~umrner and the fnll. 

Mr J{strrfK)~. 'fhank you. You Are ve-ry g(lncrous. 
\lr: ''·s~s. or t'OUI'*'. if my friend CrOIU Miuni:'..Ottl is ooming 

to J!"t rod of..,..,, of his verbo6ity. why, • hoot. 
\lr. ""~s. No; [am coming to he11r you. 
Mr. \"a:o..~:o... r grant you you li•ve been JlO~ae, and you mliilitd .• 

lot htrft. \\'fl "elco~ you back. U the teohaon or the pressure as 
u.·h thll. \'Ott want to ('()fltinue a little lo·n~rwor, I am happy to yield. 

}lr. K>im.o:<. Oo ahHd. 
\lr. V1N80"· I would like for the genll<man to lake paragraph 

J on pa~ t and de,·elop. the mtnner in which 1dditionat eap!t•l 
l'f'JUirt,..nta may bt oblam.c:t. I say frankly that 1 do nol thmk 
tht·l'(' i• any n......,.ity of <! .. ling with the fi""" of the thrte mel bods, 
lh• NOlo of >lnek rights, """"'""' l think wo undt,.,tand lila\, But, 
now, jn refen"n("('. to the ~lent ion of the cash in th(l bminr~M by du• 
lltoC' of t•xablo t~~urk dividend~. I would like you to <hwelop tlu1, 
bN-IU!i~ l thiuk ic is \'ery inl(lre:_ding. f tbir1k thld. it. will allay ft 

wajo1· I)Orliun of lho fMr Clu11 6'0•ne folks luwu th11t in thiR (a\'Ored 
tn•nllll\'lll (If ('0 1'p~mlliOII~ dM•Isl·iug lnrJ;,'\' \lt'rc..'\'1\tl,~'tlM of dh•idtmds 
tht' c-.apital ill i' IICt UI\• of a corpor:tlion wou d bo. in dnnb'f'r, or Htnt 
thN'(IbV it. woulcl not. hn,·o I he money Ior the rniny tiny. 

Mr. ~Kr.s·r. Wh.at l hod in miud there, Mr. Vinson, WM 1hi~: 
¥1'11tl'(l htn·c~ ll(l('n ie''end decisions recPutly-1 mny t~ny tlun. one. of 

tht-~n ha~ IICJ\'1' ~u:hed the Supreme Court ol the U1lit('(f Stllt..t.&-that 
tu"·" llk\•li tht' I)Ot;ilion that the constitutioual immunitv of thto true 
~tuc:k di\·i~lc•ncl l"fCCgni:ud or decl:l..f'ed in Eitmr,. v. iii~"ComlJn dots 
uot aflply co all l)'PfS and nrieties o( so-raiiNI ~toc.'k di,•id{'nds; (or 
in.-tanC't', that i f tht! direl·tors of a corpontion it~ttad of paying • 
la'!l"' raol1 divid•nd 10 tbt P"'ferrtd martbold...,. or the corpont>on 

fit tO gin them rontDlOn stock instead. that di1'idtnd of c:oounon 
tcl(:k iJ! taxablt 10 far as the constitution :S ron~mNJ. 

J maY •r that in a ~ whim is JJ~ending btfore tht Sup~me 
Co.1r1 t),t~ i~ • 91H""tion also of the statutory inte_rpl"('(at.ion, but. 
._.unii~Jt, u J bthe,·e is a propt.r J(!gal '·ie.• of 1ho c~, that. so Car 
u 1he Con .. liititution is concerned. thN"' Ire types or .. tock dividends 
that may IIC" ta,x('(l und~r the Con.-.titulion, that "'Ou1d provide a 
loophol~. ·rh<'n, also oC course, t11tro i.s the M)<-Callet.J optional 
f'tork di,,idt'nd in which Lhestoc:..kho1dc.r is given tho option of taklng 

• ( 
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t 

575 
.,..b or twllj( llt!Kk. l-'or 1111 ..hareholder who ...w,.,. to mamtam 
his proportiOnal~ tqujty in the enterprise then!! is a ,·try pow-trtul 
t.IX"f'ntnt to takt itOtlr:. 

llr. \''"""'· Th• t .. t.-mentioned method, boiled do,.n in •imple 
ph......,l~, P"'•tically amount.< 10 a sale of iiOdr: in tbfl ''"I"'"'• 
(jQnt 

Mr. IU..•T. 1'hat i• righL 
Mr. \"tN80X. To be paid out of the dividends tbat othtn.-i._. ~'OIIId 

bo d<dar .. JI 
.Mr. KP:.:-oT. Thai is right.. 
...\tr. \'1N80N. :o\uc.h option i~; properly that has o va_hl6 ftnd, irl 

your opinion. t••kcs thllt entiroly out of clu~ fitOC.k di,rideucl which WIUt 
IUV(JI\'ed iu Uu~ e'lliiG or Kilner v. JlcComl.Je: is that.. right t 

Mr. JC&...;'r, '11hRt is COI'nwt.. S iuce the hhf111'hh)L1er c~111 gN. ('IIUih, 
if ha dot'tl nol him e11~h bul t.atkts st<><tk, it. i~ ju.!>t n~ thoul(h the cn~h 
wtre p11id one d••Y and ho turned oround the next. dny ~nd bought. 
tho •lock. 

Mr. V1N80N'. l.A:L ua lake, for instance, the c~t...-., of th~ corpcm•tion 
rtpresent~l htrc by the •plcndid g-entleman from Mount Vtrnon, Mr. 
Conley. At l recall it, thert were six owners of the eomn•on 610Ck. 

Mr. Kr;xT. That i8 ri$Cht; Lhat is m'? recoUtetion. 
Mr. VUteos. A~ a practical operation, in order to Ftet the monet 

back into the working tapital or the corpora:lion without. it bMaring 
the maximum nr a _f!i,gher Mrponte tax nt&-let. u.' LQ.Ume that the 
nt>t inoom• io $100,000, and they needed th• entirt $100.000 for worl<· 
mg e~pit1l; lf it w~re pia~ in capital or not di!tribut«J, ordinarily 
it •Oilld bear tho 42~pt....,nt rate? 

llr. K"-'T· y.,.. 
Mr. \1(lrrri"~s. lJut. if an OJltion we.re gi,·en to tbe six stockholde.h 

to purchase stock, Ou~-" undtr this method that option iA tAxable in 
lhe luuu:ls of 1h{' indivictual ti:hareholder, subject. to ebo indh1idual 
rates as though it.. we•-e money t 

Mr. KJOST. 'fl••t io right. 
Mr. V1NJJOS. And td ock is iSSl•ed Lo the iudh1idu11l shneholdtw, 

oonunen_ijurato wil h t h~ n mount. of money Uutl is put. b1tr:k in 01' u~d 
in lliO (J~II"CbR~ Of tl,'(l i'lOCk 1 

~tr. Kt!'l'1'. Yett. lUI', 
Mr. V1N80N. Under th•d 8011. of a ease, eould not 100 JX!~nt of it. 

go bttek inl<> tho capital of the corporaliont 
Mr. KssT. '!'hal is right. 
Mr. VtN~)'(. \Vithout th~ co·rporation pay·ing any tax 1t alll 
Mr. K.~;.,T, That U. right. lt could if the holde"' or tba~ i lotk 

tbou,ht enough of 1 be t.nt:trpri.se to put their money bat'k uno it. 
Mr. Y11<80:<. AJ1d if tbty ""nt•d to I!" bade in tbtrtl 
Mr. IU..<T. That i~ ripht. 
Mr. \ 'ut*>:ot. Aud1 Wlder uisting law, il they wantf'€1 1l. to 1t11 

th•rt, it would IUy, and if U1ey did not ..-ant it to l!lay they could 
declu~ i~ out I 

llr. Ken. Doelare i t out., anyhow • 
Yr. C.Owr'--ILII. Mr. Chairu\an. 
Mr. VIN80N. J yi~ld to mv friend {.rom New York. 
Tho Cn•IJuoAJ<. Dr. Cnlwther. 
Mr. CIIOwTUJlt. You are now through! 
Mr. VJNIJO.N. No, eir. 
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Mr. CIIO ...... InL w.n. wiU you yield (or tbo inttrpolatonoo of • 
rtmarkf 

llr. \ .. 1~80$, Y~ .ir. 
\lr. (._.._""Ttn;:a. I jl8it. waat to .av Jo tbe. •••u.. d1at 1 ('()f\f.I.J•·r 

tbal you ha•e ,,,_ted !n bthalf. ~~ U.. lnt•rual Utvtnuo Uu...,.u a 
vtry cle,tr dtftn.'Je of tlus l)ropo61tion, but. l Cbmk n h&\'"t had tO. 
dttK"i&. tn(JtJI)h bfo(ore ~from tbe ,..nous w~Ulftw!iOI W mdu~ate that 
the dJtrJCuhlfliJ and tht nn-oh-ementA that. dexelOI) 10 t.ht •Pl,l•rauhn 
of thi• tH a wuhuutlfl of co-r1>0rations, •11 w1th d lfT('r't'nl problem.s, 
brin~ to ffiO knowledge in l.'l ~nse thmt tJU' b.Wc pt·inC"il)le. iah·ohfd 
lttn3 11!1 wronJt. h ia 11bsOiutely ooclc:eyed. \\'hile lhet·e trlllY be tt0111e 
rneriL in th~ J)tol)()flition, and "•hile 1t may bo a debntllhle J)n>J>OI!O­
ticm- I 1un not. .._roing h-. fii'Y ~t. is not1 and ACt. myi!Olf up •1ft nu au .. 
lhority- 111 l ~i.4Fl there ia notlung dc.bntab)t'l ttbout.. thn qm~IOt\ n11 to 
whf'llu~r or noL thia i.s tt mML UJlfortunilto lillie Lo lmvt• ,..1wh 11. I"'ifil!lon 
ot our tux ,lrlwture, rollowing '~f'nnt: of I()S:9e8 durinJZihis dr;p•"(ltiaion 
rerlod. lt. is fll06t unfortunate ""to undertake. it Rt.. I hi~ timt1• 

Mr. VlNIM):rf. Under 1our statement, with rcfere.ru.·• to tht. ~tent ion 
of tbiJ money, which tn .etr~ as you u.y, iot the l>urcht&A prin" of 
addationallltork treated. th6. on~ di ffel"fllCe bet•?een chat aht'Oty and 
that wbi<'h now uista in pramoe is that. tbe money ,,..., a tbrou~-rh 
tbo la,X •n•n t 

Mr. 1\o"T. Thot is ri~~rht. 
Mr. Ou.!UtT. \Vould tJ•ere not be the tf'mptation under thO!!ie tir­

('Umltancft for tht' COf1>0R:Lion to go into ~"t!«h·enJ\ip under tht. 
1pea11 II"Htmtnt of filfClJOn !Jt 

Mr. Kt:.,.,., l tohou1d ansnr that question. I think, in this n y, that 
we m\Ait. ._.._.,ume that the courts of tht country u a whol6 al'6 llCJll 
I(Om~ knowinAIY to permiL tl1e resort to rt!Q~ti,·cnbip for 1ax..ens10n 
purp<W& 

Mr. VJXMN. 1.8 there any more. reason why tht Y' would )1.0 into 
mceh·enthip under ~tuch a plan tlutn theJ would h'O into rt•<.•e•vcrt~lup 
now, ~.X«'I>t AO fnr as lbe burden to tho mdividual shnrt"holder of I he 
l&XNI is OOilt~l·nNI I 

Mr. KoN'I'. No· I do not think thore i•. 
Mr. VosiO)>r. 01 couri;O, when they go inta rcooh•enohip they '""" 

control of til(' j l i'Opt!rL,Y, tho property is In the. hnnd• of lh8 COUrt. 
Mr. Kr.><T. They I.,.. control of the property, •u><lthcy b<lcoono sulr 

l'ect. to laar~rc fees for reooh>el'l aud atlonteya1 auc.h as we have botn 
'N1riug 1t K~llt deal about, of course. in tbe. last. 2 or 3 yearw. 

Mr. ·vosoo:<. Mr. Kent, the rbird method to which you rel•rftd 
.. the iMue or inlert'fit·be&ring dh·idend Krip to &ba~holden. Will 
you piMitt •mplify 1hat statetMnt.t 

.Mr. 1\c:\....,, \\'hlion a dividend is decla~ uDder •xiscing corporal& 
law the dividend gh·M ~to a d~btor-crtd.itor rtlatic>fl$hip; thai. is, 
tM bo!<!or of aluom "'" octUally brinp: "'!it Ojl&iost tM corporate 
authonllte lO l"f!!O\W the amount olthe d..ivldf'Od .. 

. l n.tNd of d«laring a di\•idend whi~h i.s tn!OI'Cibl• b:f an i.nun ... 
<hOio oetion. the oorporate dirootoro- fit to l(i<e the ob)ij!lltioM of 
th~ <'Orporation tarrying 1 certain rat• of inttre«. 

TI.tre ha,·e bf.tn ta•. of roo~..., in which bondw ha\'6 1dually been 
d11·Cr1buwd among tbe shareholders inae.d of euh b1 way of a dh•i­
~lt'ntl. and ~uc:h I?Onds are tutbl~ tuldtr th~ low •s dtvide.ndl .ccord· 
ang to Lht;lr ftur markel. \'a.luc. nt. the time that t he.y aro iaiued. 

I 
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Tbuo is thwo o <boice ~t'~<fOD giring the ohoroholdon an additioor.l 
;,.10,...t .. crtd>l<>no or '""rusutg their equity in tho onttrprioe by 
. . them ·•ocl<. 

go";t;.~ y.,..,,., It !. ju.t ~of like gi~ing them a bond os a diYI· 
dond · it,. jUAC. .. taublo ot ita then marliet. value ., if you bed a 
dfda;..uon of • d.h'~<ltnd 1n kind l 

l!r. KJo,-,., That ia right.. 
Mr. V•M<>N. In oth•r ,.·orct., you bavo. divid..,ds in pro1>er1y u 

~..!1 u money dividtndal 
Mr. Kc."fT. Y t& 
Mr. VoNSON. And a.ll dividends are taxable Al Ill<! then market 

\'IIIJet 
Mr. Kt~sT. Yes. 'Jlo lake. n oone1-cte Blustration, suppoee Uuil. " 

corporatic.m h"s u uftl incorno or $100,000 for 193G, ttnd it. h~UJ" $76,000 
oblt~tttiou f1alliosc duo whic~h it hll!l no' made f>rO\'ision for mceling 
in other way& rf it. it1"'\l"'ti iuh,~bearing SCript lO ita Shllr{'holtler8 
to tho exttnt or that $76,000, Whi\L i• really happening i• that the in· 
debtedn<M of the corponotion is being t111osferred (roon a third party 
to the ptnt011A who are th& rtal owne.rs of the enterprise. 

Mr. VoNI!ON. I yield the floor. 
Mr. 'l""""'w•y· Mr. Kent, I persoo,..lly hove not had tM pleosure 

of your oequomtonoe bul o oompo.ratively short time. I lone hNrd 
,..,., odd..-! here ou Mr. Konl and Dr. Kent. Lo thAI dodor on 
~1. D. d~. or olher kind! 

Mr. Kr.sT. No; it it • J . D. i doctor of laws. 
Mr. Tu.ww • r . N ol L.L. D. t 
Mr . .K.Jt:-o"?. No; T ran.not. daim that distinction. 
Mr. Tlluowu. How long bo•·e you boon oonnooted with tl>e 

Tr .. •u!}' Depa.rtm•nl I 
Mr. KENT. I ba•·e been in the Bureau oi lnterool Revenue~ yearo 

Ulls coming Jun~ 
Mr. Tu.wwn•. And previous t.o !hall 
1\lr. Kr.NT, 1 WRif nt lho University of' Chica.t;o lor 7 yen"' 1.8 • 

mamOOr of it4!11aw f"cult)•, studying in the hold of·t.uxa.tion and public 
Jaw. 

Mr. 'fitt:ADWAY. So you are U J}(trt in t.bestudy of tox .. t.iout 
~tr. Kti.NT. l have 110m& compelenc& iu that field. 
Mr. 'fltr'ADWAY. Any of it trorn f>rl:lct..ie.-1 experience1 
Mr. K.,.T, Y.., air. 
Mr. 'l'lliW>WAr. In the oourt.sl 
Mr. JU.,.,.., Not in the courts. 
Mr. TltE.ADWAY. All in the e lo..'>iroomf 
Mr. Kmrr. ln tho elllllll'OOfll, and in oubiide stuW.. ond inn~ti· 

gations. 
Mr. Taunwu. l think the •tndtnlo under you hue boon oxtrom•ly 

fortunote in ha•ing ycxor ltf!OI lmow~ a~ lMir dispooal. 
Mr. Ko...,.. Thank you. I hotoe they mare in tbot opinion, Mr . 

1'-.!woy. 
Mr. 1Ir.AD\UY. But from the proetieal mwpoinl of octual oourl 

or taz upe.ritt~ bu.sin811 es-pe.rie.nee, it. has befon ratbe:r to~r, 
th•n, bu 1t not! 

illr. KEJ<T. E•cept to the extent thot a wide-awake c»ll~ pro­
f'!"''r not of tho eloi•t~red tyi)O picb up such ex1>orience tbroool(h 
h11 varioU3 contacte and act.ivilie:t 
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\l r. Tl.&oWW.t.T. That is inte:restinJ!, a .,.wult~u~ake tullegt pn 

fr 0111t,. 
\Jr Kt .... ,T. J mav U\' that. I also ha,-~ bad .,..,en I ynrs of buD. 

r•f" ~.lflt'tlf'D~ bt'fo~· 1 ~nL into tM law t!C'hool and 1nLo the 
umurs.tly world. 
"'· 1ar_\OWAT, 1 ju ... t. wanted 10 ~ret y~r ~dth,.....Htnd. 
Mr KL,T. Yett; tiun>ly. 1 am ~-rlad tO ._.,n; 1t to you, 
Mr. ·r.t.:.\mUY, 1 wanted to~ your bttl'kgroutul •· to your u­

JM•rcw· -~ Ai'l to "'helbfr or not die re(en+ucett yuu uulkt• .111 1l1i .. Ptate.. 
tnf'ut )'HU huH~ submitu.'(l to us i.n rden-n(.'(• tu cuq)Oratum-!1, partn('r­
,.JtijP..,. nnd hO [orth. wt•re b:tsed on th("()ry _..,. b~t,.t'l.l on Jmlcli.t.'l:il 
rtpt•rwnc.'t•. 

l'lumk you ven• much, t~ ir. 
Mr. l o\MSt:C' t(, 'Did yon over run n. busint~ Mr. l{tlflt 1 
Mr. l<t:-.:T. Not iu tin en>Cu(ivo cnpncily. i hllpJ)Cll lu 00 one ex· 

, ..... ,itlll in a r~tnlil\" or busine;:;s executives. 
~Jr. l out :r..t:t.K. Vou nen•r financed 1!1 hw··int•M umlrr your ide~f 
\I r. 1\ l..o'IT, No. 
\lr. 1_.\.MMX'K . Tbal was in fina.ne:ial diflieultyt 
.Mr. Kt~T. Nu. 
\lr, L.uo~ SOCK. I v.·a.., par1ieularly inltl"('l'JINI in ,·our rtft'N'Ill'lt' 'o 

thr 11"J)OrC of Dr. ll~h·rnn~. )faybe that. i~ noc t.J;t tonm title. 
\lr. lh.L\rJtiM). \\ .. hat. i~ thatl 
Mr. l~.~ll~l'(tt . Th;~ i~ )fr. J-lelnring, th6 ln~rnal JWn~nut- Corn. 

mi .. ,ontr. whn made a rt:port the oti.tr day to which you rt'ftrrt\1, 
1y1n~ tl1at ltK"fl' wen- 23 J*-l"tltershiJll •·ith Hrtiln~ of a million 

,Jullzanr f1r wort. 
Mr. Kt:.,T. Yt'ft. 
Mr. Lut:r..o:·K. l n ~·our iJiustrarion, in nn:ler to pn•-.('nl thf' 1llit.· 

rr11111nnhon e:cLc.ting bet\\·een corporations and partiH'I'!ohip!'l you 
)Knn! .,uc. tluat if a partu~rshiJ.> in 1he clu~ of putn~nohips ~ith a 
nullum tlulht rt~l•r more of e.ornsng$ \:Onsi&led of 1 wv pnrti~, the ~r­
t'•' lll411(\' of tn~ la&.'1l'f!Scd Wll.S 61.04. 

,\lr, Kr.~·r. Ye' 
,\11·. 11\MNt'.tiK. lf lhcro wen• four pnrtie~. it wns 15l.71 I~I'CC'nt; 

lh (1 pfl r1 if•*", ~ft.lli J-ltfC(•IIt i """ t•igJ.t ptH1·it; 30.0U fWN'Nll . 
.r w<,ulcl l•ke to hu,,e you wll the <.'OmnuttA'0 hc.w rnnny l)ln'l.lil'l'· 

t~lup .. o~~: tlat•n• ilt't\ 11nd who •hey l!lrt\ in dH• UnitNI Sttlt~~ with two 
pnrlnf'l'lo!, with"" im'Ome of t~'million dolldnl or mo~f ' 

.Mr. Kt.~T. I wi'-h that I were in a pos:ition ulthtuu.l to gh·e you 
tluu mfonnation, Mr. !ALJUilatk. I am n04. 1 will bt• gla(J to ~en. 
ch•a,nr to obt•jn that. 

\lr l oUIMX'K, J?o.yoo know of any partnt,.,.h•J)ol f'Oen~ of four 
t•.t•ubrra v.nh • nulhon dollan or more of ean-.in~""' 

) lr Kr_,T. I ~ultl be surprtied to find if tht~ "'t~ nOC. •" IH.sl. 
• "'": IHII. n :UUIV, 

\tr. I~\M"N~~ l)q vou koow •nv p•rlnf'ndup. of fll'f' nV>rnben 
"1th t•min~~o~ of • million Uollan. of. mot"f't 

Mr. Kr.T. Son .. of lhe luge broktrall\' fiml> of tiH" eotmtry. [ 
hc1411d loiM!mtt would not h.txe more than fin r,:rtntrt.. 

Mr. L\MM'.C"K. ~VQuld it be )>06Siblto to get t 1at informationf 
Mr. Ktt.'"':· I .IVtll try to. f will do the r-t that 1 ton. I will 

1., I( lad ro gwe ~~to you. 
Mr. Ot.lrn.ANT, Yon CIWDot. gh·e. it out. 

. ( 

( 
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~rr. fAxs-r.c-a. hi it not • fa~ that. tltere ·~ no J.NUtnt.nhiJ• h 
the iituauon u an thfl illustnuon l'OU tl'Sled1 of pertnt,.h•t• .. itb 
tn pertntrs. ••th four 1•rtutn,., • ·nh fh·e pann~rs, or •ilb Ntch' 
partners. tt~rnm~ a million dollars or mo~f 

Mr. J{v."'T. l em not •t all pre~ to say that tbtr. are none 
with tirh~r th• or t'lf.(ht par1l1tr& I think there probably al"f. 

Mr. t.....w.srx:-•. You aLto re.ferred to the fact that thN-e wtre G7 
with income. or ~,000 or on~r. flo"· many iiu<'h partner::..hit>s ch 
you knOW of--do yOU ~IIQW of any-\\'i.lh two parl0f'l"'!!1 four part· 
11ers, fh•e purtnere, or etght. partners' 

Mr. KeNT. 1 would ll1n·e u muc:h diflicuh.y i1l anaw~rin:t, ~Jr. 
LllUHH"!~tk, if you t•sk~d me if I knew of nny thut hod 23 or UO ju~t 
becausa.l do not hnJlllen t1> 00 famiU~ar with paMieulu pna·tnN·~Iti l )l!l 
or tho number or thew ruembt'rs. 

Mr. L . .utNY.QK. J\.wauming for argwncnL's sako that. •hC'rc fti'C uot. 
in rmy of lhOSG c.lr\88iHenliom~, tlto JIJustr~;~tiOn!i you usc here In thi11 
table would not. bb fttir 11s t.o lhe taxes J)Jiid by corpornlionjt, 1heu, 
would th•yl 

Mr. ~NT. 1 w~ultJ not. amwer •b.at question with an unqualified 
aftirUJ~tn:e _for .I Ius reason, that there . migbt be :oitu1tions "he.• roe 
lhe d1sc:nnunahon betv.·~n • partne:rslup and a corporation would 
gin you th~ ~!"planation of the faeL thai. thtre weft>. no pirt»er· 
Ships; lha~ io, the~ ·~~me types of partnerships that eannot ln. 
corpont~, law &nn~~t for JI\Stance. I btJje,~e the same thing i• 1ntl! 
of brokerage &nus 1n ri"ew York:. beeause they are not perrnittM 
lo hold _.., on tho ~>•~· York Stock Excltange as corporations. 
~ rtrnain partneDhiJJI bv virtu~ of ntftSSitv. 

'Vhere they ba,·c a choici 11 to whether lhe.Y will be one or th~ 
o:ther, when you get an en~rprise o[ t..hat sort, for tax con~id('t'ft· 
t1ons alone. it wollld be \'try foolish if it did not incorporate. 

~lr. LAVl<ttex. That i$ all. 
)t:r. lhv.o. Mr. Kt•nt, I hll\'C been very much int4"rested in your 

statement.. 
W•re you bore tho uny th•t Mr. David Stock of 170 Uronclwny 

New York, tcoti8cd I ' 
Mr. Kt:NT. Yes, air; I Wft8. 

Mr. Rt!tl), \Ve.ro you t.ho mun wbo invited him by lclflphou{l to 
oome hero beforo lho oommitteef 

Mr. RtXT. I rio not .. ,. lhAt I invited him Mr. n ... r. I Blid 
that. I had tx-en int~rcstNIIn tho sLatenle.llt of hi~ views, and thou~ht. 
that they "'tro worth ll<'ing brought to the attention of the rum· 
mrtt~ 

Mr. R_D!O. Did you '"l!l!""l ~at 1,., co•!'• he"' and t"'tify! 
. llr. l{p_,,.. f •u~ that tf he destred to do oo he wu t>riv. 
il~'t!d to appoar. 

Mr. R~~m. lio wu privile(!'JCI to appesrf 
. ~lr. K &!\"'1'. I &.lo$Unted that be w-ould be th~ .sarn~ •" an,. olh,.r 

CJt:iun. ' ~ 
Mr. R•m. You trltphoned to him I 
Mr. Kt,.-r. I lolkffi to bim o•er lhe telephone. 
lfr. R•m. Dirl you ooll for !bot ..,..,ific purpost>! 

be Mr. K•x-r. lie hod pu~ in" telephone call to my office l!<\Vtrol •l•y• 
ro,... for antdll•r Jl!!rl"""'· OJtd I was also answering thuL call. 
Mr. Uno. llad you nlre•dy read his Jetter thnt was ~~ent outf 
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.\lr. I<.&:..,.. YM; I had. 
Mr Roo. Who ... nuhat kttu to J<>Ul 
Mr: KD-r. The leutr was sent in, 1 a..<tium•, by Mr. Ooab Carttr, 

the radio announcer. 
Mr. Roo. Was it..,.t to you! 
Mr. KL''T· Not to n\f. 
Mr. Rr:r.o. l)o you know to whom it""""""'' 
Mr. Kr....,.. No. 
blr. llr.w. Was it sent to the Treasury! 
Mr. Kv.I<T. J think cltat. it was. 
Mr. Rm>. You uo not posith·o about thntl 
Mr. K•NT· No. 
Mr. Uuco. H o •• id here in his tc~;timony in re!!ponoe to Mr. Tread. 

wuy'• qut'~ ion : 
)1•1 I • Ia Itt tile ..... on I nm here? 1 bad 0t'('IU110n to h4 .. r lfl>. nook!' C.rt4'r 

rn11ke ,. 111~t~·h on 1M radio one e•l•nlnJ, and I W'l'Olt' hhu • IPtltr rtltk-l.alec 
hlJ • ll('tt"b. 'lb•t IM.t•r """' ftllll to lbe Ttw..~Ju.r;, 

l t. w1.1 0 n'oding of that letter tbal caused you to • •gl:""t that he 
cowe hert and upreNJ his viewst 

Mr. KrNT. It was partly that, and pllrt~ nty knowl..d~ of his 
vory t<lnoiderable baelrgTOOnd in the field o corporate Roan.-... 
~Ir. Roo. Atoa pllrl o f his background was he connected with the 

1'-"!7' 
'Mr. KE!'I"T. Noi h~ was not connected witb tht Tfta.Rary. 
Mr. Rr.m. Has he ever been connected witb the ' rr.t..uryt 
Mr. KL''T. For a '"!1' shon limo, ... • •peciol attorn<y. 
ltr. Rao. " 1hat is b.s connection with the Oot'tmm~nt. now1 
l\lr. J<.&:.,'T, H e is at the p,...nt time ens-g..d t.1 a •l,...iAI oounool, 

I belie•·., for the Communieatiolli Commission. 
Mr. llun. You do not know whether it is that or wheclter he is 

IJ)f('ial irwe6tiJ,.'&lorf 
Mr. Kr.sT. No; 1 do not. I think tht ho iB working, Mr. lleed, in 

tbi• telcphono inve.ligatioo1 but I do not. know tho detoils of it. 
Mr. lh:w. l!ow long hll3 no been in thftt oonnoction I 
Mr. KtsT. l could not s•v p,...i..,ly. Sever• I months, I think. 
~lr. Utr». Yotl ft.ro (unu1iar with t..he IMwl I Atl)ume, witJ• l"(!fer· 

enoo to cmployl'<s o f tho Government nppcnnnj: boforo • conunittoo 
without. an invitlltion on t.he part of the. comm,Ucet 

Mr. KENT. No· I am not.. 
Mr. R<r.o. I ... 'lc, Mr. Ch.&irman tho prh•ilege o f ill80rting a oopy 

o f that law in the reoord, and a!,;; the r,nalty p.._ribtd bv the 
C'odo for a violation of that ehanu:ter. &I!OWl>C cl10t you dia nol 
inY11t hun be,.., Mr. Chainnan. 
Th~ CU.ARliAN. I han~ not. invited anyone. 
Mr. Run. ,\ od no member of the commit!" invited him. He 

('am"' htfft •n rtSpon..-. lo a telephone suggNtioo on th~ part. of the 
TrH.. .. urr. 

I wot~d lilre tho privil•!l"' of quotinlli the o;talute. whieh iB brid. 
"J'ht ('nAJaX.Al"'. \Vithoot objection tt, nuy be ineorpontfd. 
Mr. llt'Cl<. )1~. Chainnan, will the gt!nUeman yioldl 
Mr. Rt:m. I :fl•ld. 
Mr. U'ucK. n,. I nnden;tand that Uti$ gt!nl le man to whom ,you are 

l'fftrring is an f'mployee of one of 4 he <leJ>arttntnta of tho Oovun­
tn('nt.1 

. ( 

( 

SSt 
)Jr. }luo. v ... 
Mr. BL"<'" · I undtn.lood be wu emplo,l'Od by an io,...igat.iDg 

(Qftll!littee ol th• ~lou..., of Con~ 
Mr. JU:m. }lo 11 employed by the Communi01uiona Cornm'-lon. 
Mr. JltCJ<. Uy tho Commun><011ions Commi..ion t 
Mr. Roo. Yto. I •&Ired him the question u ro whether be wu 

be"' lobbying, ond ho doclined to ans•·er. 
The Cu~""•"· Wo th•uk. yoo, Mr. Kent, for yoor apptoraooe 

and tl~ ttst.imony you, have gann the cornmitt..ct". 
l.fr. Jlt:t:o. Mr. Cl1111rmau, before you go further I would liko co 

in~~ert i.n U1e f't'oCOrd tbis brief statement, whic.h incl~dca th& materia l 
,.,.bich 1 mc.utionod a moment ago. 

'l'ho C IIAitu.IAN. \Vithout. ob]eetion lt may be i.J1.serh~d in tho 
record. 

(The •t•le mcnt •uhmilted by Mr. Reed follows:) 

SrA'f'llltfC'fT OP n ........ lt."4'l'ATJ\'& o .urao.. A. "~ (IF NllW YI:*.K 

Ou t'rldaJ'. Ap~ll !l. a "'!n •·ho ldentlftt!otJ hl~n~~~tlt u "Oe•ld Stodr. auonlt'J. 
li'O I.IJ'olldw•r. ~ew York aAJMr'\'d bt:fot11 tbe \Vap a.-a ~lt~~oa OnmlttM 
ta tappOrt of lbe l",..... lef)t'a tu ptlll)lliM1. 

l.u •""" to I dll"f('l q.,_tlon C"'OC'Pmlua hM bulr~ ) l r, Btodc •ld ht 
"' DOl f'OU.DIJfl tor •nr torvot"'Uon bat. 1M! J&ld .. , am a."lllldattd w·hb a 
Ira tbl.l lt COUDlltl t01 .... , COf'J)Onllot-. .. 

V.rtbf.r q..uoaH u to wbechet be ·~tt'd lD tiiiiP b:tterM or •llfbOcll 
.., •1-.df. t.. akl •.)t.., l Aale tbe ftUOO l ... btrt7 I bad ~ to 
.._, ltr. Uoakto Otrttr mak# • IIPH'da OD tbe ndlo eoe: f'\"ftii.QI. ud 1 W'IVCe 
IIJ. • lettf'f' Mt.lrtdn, h .. ~ ,_, ~lt'r .,.. fltlll r·o tlw Tnua.,., 
Dt Treawry «!!tmDUDketN Wlb ... llnd ad8i Jae If I WOII)(i ~ ... to .Ute 
.,. ~,. btf'o,. tb .. eonuaHc-. That t. ...-, 1 am bere .. 

Wbe'n I ukt<t Air. 810de 'Wfbtit« •'• fiPfti.M"II • ·ere betuc .-sd t11 tht 1"18.­
,,., be "-"PPNod "'No Wt 8tf' not. I am bere on mt owu bu.&lltfll. .. 

l\1)f'ft I t\lrthtr ~~llont\l Mr. Stkk .. You a.re Jnte Jobbrtna r~ Ute 'I"rtrrllUI'J 
at. tl~e ~11 llmtT" he taiiC'd co antwn. 

I t'f..li DOW I.Lftd~nrllnd Mr. StOt.ic:'a ~-er 511ppof1. of the J"f'ftldtt:IC't t i.X J)IAn 
btoeau!te I h,ne l eoarntU rllai he lll roblet lU\'atr..cor tor lhe lt"'t'dtN I Communi· 
C"'tiollll OOmml.qlou, l(l('IUC!d at 195 Broadway. New Yorlc Cit)'. 

It I& ft. di!!WNU~du1 Jl~ura tllllt ttl!.• nOmlnl!!tnulon •bonhl tollft U(lOn tb~ 
\\'a.ra ttlld l101nliM Oonunlllt'f! 1\ OtH~nlment f.lMJliO)"t'e pot Juat 111 a dlltlnte rwt!'<l, 
prh'ate c:ttll<':ll to ~elva Ilia 11dvlce on Lhe pQndJog tax bilL 'l"o 1r111 It mUdi,Y, 
the,> ha"e l'fltOrU'tl to n 11hcr allarv praeW.'ftl to truml) up 8UIJJ)Utt tor !he 
a.dmlnl.lthl tlou 'I lU UltuU ro. 

1'IM War• an(l llt'ftllll Ooromluee and e\-err otbe'r eouuntttee tn Oona:rHI a. 
eDIIllfd to know tJ\Il bltt'lcaround aod bwllnft:lll t'Onnecdoctt or wltu._.. who 
appear for che ptat'l)OIIoe of clvln~t ldvft"W! (10 sJit'04Jlnlc l eld&IJIUOn. fi"uttbf.rmort. 
ltnt~~t tbat lbe Trt.'fl.tlurr Dt1•rtmeru and •·~ral ComcnunJt .. U41U Oomma..lon 
hat"~ not lOll tllia:ht of tJtlf! 31, 11«1i0rl 15 of the OxJe or "-'"' or lhf llolttd 
8\ltftl wb~ Pf'Ql'll~: ... • • no recom..mmdadoo •• to how thfo tHf'DUf" 
Dl!'tdt ot the O<wenuoeot • bould bl ma atwl be aabllllti.M to~ or ••1 
C'4Marllluee ttllf1'e0f bT aQJ omt.r or tmplone or .. , ~t"UJ::ftl.t or ttrablt.h­
..eac. u.l'lle. II 1 .... rf'que.lt of Plthfor Boa. of Cotllft8lL00 

,.., J\ - .. 201 olrr-.. Crtmtaol Cod<.,._..., 
·u~ ot aJ)(IIf'Opf18rloM to ,., t tw .......,.... -~ to lnlutnft" MNibrt- fJI 
~ t.o ra..-or or OJ)I)OW tsWatJ•: No part Of tht LJOef7' a~t·f'ill 
bT H1 Att ahaU, ln ta.. a~ of Hl)lr'fa aatbertal.kln br ~ llt' 11@1t"(l 
dl~lJ or IDtllrfofU) to J"'J' tor ant Pf'I'WOI'Al ~ ad«n.t..eut.L ttltc'raa. 
t~. leUtr, prtnrtd or wrlllt"D maller. or ocbtr ww-. 1utf'tldfd ~ 
dNiiamf'd lO toiOf"'~ In a.nr mannrr a lleaatw.- of CoorreM. to ,.,.01' Of' ~. 
l;r vote or OCbt.....W. an7 lt't(l81a Uoo or aJII)roprlatJoo b.1 Oonl(l"f'tlll. • ' btotbtof' 
~ore or ant-r tM lntrodu<"tlon ot •OJ' bill or ~utlon prvpoodul' liUtb 
~.tatJuu or at)(li'OJNiAtlon : but tbl• .tiM.II noc ~mt o~"' a1HI tn•a•~ 
Of tl•e Pnlwd 1!41•«>- rrom comn1unl()lldnr to Members vr Oon.-l'f!M on cbe 
rtQOoetJI or anr M'f.'mber or 1n OonJff'HI'l. lluvu#:.b lbe proper omc:lal c-11•Mrl" 
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Th<\ C'uAJu~ux. Mr. Oliphnnt, your. fJ"""'-'Ilt'(' '\' US I'CC f11 0~<~t('d hy the 
T••<•n•nuJ' 1H Hw iw~tun<'(' of the commit toot 

~lr. OI.U'IIA~T. Yt"~~'. t1j1·. 

'I'J.c, CuAIIU•fAN. lin'·~ you nlly gtr.t.-rnent you woulil likt• to make 
Ml1rr thau to #tl!J•'t'r CfUest~onst 

Mr. OLII'II.AXT. I hll't• no statt~m('nL 10 makt". 1.1 lieems to me that 
thfl ,:t\'fK'nl •'"Jit<'l..; of the CJUf!-.llon ha,·e- bf.f.n qtntt wtll prt-.tnted. 
ll11c I am hr"' and )Jr. Ilell is here. the Artong Di~W~or of the 
BudgN . ., to lll"w .. r ql~ou~ ill\·e can be htJpful. 

1hfl Cu UI:WAN. lfr. Treadwav has ~llf"iii:LN.I thJtt. both of you 
appNr btfo~ dw ('()mmittH-. 1 ha,·e io,·iUocJ no one. but I hne 
1,....·n ~·afhng for anJone to tomt- whom aoy mtruber of the romrniue. 
dt<ou't"<l to 1'4' hHn:l. f'o. Mr. Ttndwa,•, Wt will yitld lc-. you now. 

Mr. 1'1UDW.t.T. I was u.nder the imJ)re88'ion. Mr. Oliphant, from 
whaL ( h"'~" rttad in the .Press. thAL you have betn appointed eith~ 
Under Rf.rrttan• or A8s1:'0tant Sec~rary of the Trtasury, but. tv•· 
ctrnt ly I wq 1n~taken about that.. 

Mr. OLII'IIANT. No. s-ir; I RID General Counsel ror Lim Tr~•ur~·· 
.Mr. 

1

rltt.AOWAY. H ow lon~ have you held that pOtiitiont 
.Mr. O•.u•u.A.NT. 'fwo \'cars. 
~lr. 'l'luHnwAr. Sine~ 11bout. the. time you tlnit. UPfJoCIU"tJd L<ofore 

thi11 conunittce1 
.Mr. OIAI'II ANT, 'J'hnt L,- rigllt. 
Mr. ' I'Nt:AI>WATo J>t'(Wjout~ to tllntt 
~h·. Or~I PLIA~T. Ot>ueml Counsel for lhc F11rm CrOOit. Adnlini~ 

tralinn. 
Mr. Tatr.An\\'AT, 'l'bat is rtiU another ~o,"t'mmem•l J)();i.itiont 
Mr. 01..111WNT, Tbat is rigbL 
\tr.1't~r-Ao~·•Y. Pre,•ious to \'OUr joining the admini.&trath~ fotu!lS. 

ho~ "tl"tt' rou ooeupif!'dt "' 
\lr. ()uj.,.._,._ lwu •"Pl!"d for the period of G rran~ in t>tudyinj! 

thr •tluuna-.tradon of just1ee 1n the eour11e of New York. 
Mr. T11.r...o•AT. \"ou .studitd in the courut 
Mr. Ot.o~ru•~'T. Yts. 
Mr. T~tr.AOWAT. Praclieing in the court.~~t 
Mr. Ourllo\1\'T. No. 
M r T~tll.lUW A. r . J IW. studying. 

lfr o. ........ ..,.. Scudying tho od.minislntion of jU..ti"' in the 
-of New York under tbe ousp;., of the J obno Jlo1>ko01 Uno· 
.-.nicy. . . I Cb" 

llr. Ta&u>wn. You onginal y ,......, a prof......,. In ocaco, ,..,.. 
you noll 

Mr. Ouroo•~-r. Y..., tor; I was a mtmber of the law faculty of 
tho Uni<traity of Chi~ . . . . 

Mr. Tau.owAr. \Vtro you at any tmu:~ 1. pnu:~L1eang attornty tn 
clio rourlel 

Mr Ot.rrnANT. To 80111e e..'ttent in Chicago and &Otnewhat moro in 
Yevv 'y·ork. T aC•crward w-ent to Co1umbia. 
• .Mr Tltr.AOWAY'. You wero tt pro(l'SSC)r in Columbia, were you uot1 lli: Ol~lf'IIANT. In the lnw school lit. Columbilt University; r 
tltwh lnw there. 

~7r 'l'ur!AoWAY. In tho Columbia Univc.rsity l.o~Rw School. & 
thlit t~ 11 pm(<'M()r there iw no question obout. your CJUtdific•tions u 
co tax kroowiNll(\' i 

)fr. Out' IIAN'T. I wi ll l('t. you I)Ut )'Ollr 01\'D e&imate on that.. 
llr. 'l'a•.AnW•Y. Mnd,..y would perhaps pnwent you from """'"'" 

inp- but 1 thiuk d11t. i• lMJe. f think there; is DO que;~rtjon of ,.OUt 
UJ~rt know led~rc. from the vie·•-point of a st.ude.nt of tax law: 

You altelldfild our txfCU:til""e rneecings for 1 long timet 
llr. OuruAST. YfA.: sjr; quite a number of thtm~ 
llr. ,.,..,_.,. ...... W•re you authorized to rep.--nt lh• S..recary 

of clio 1'rtuuryl 
Mr. OuruA~"T. I wra!t---

• lfr. 'I'R:P.Ao-.·AY. You weret 
llr. Ot.ri'IIA~"T. \\"ell, llr. lltl~ring "''as representing the Sf.fre· 

tary of the Trtaiitti"V, and I was •ssist~g him. 
Mr. Tat:.\DWAY, "l"ou 1nd Mr. Heln~:rmg? 
Mr. Or..Jt'HAXT. Thllt i~ right. 
Mr. •rR:r..ADWAY", At. thr tuuhority of the Secretary of tho 'l'l'f'tumry . 
] t ltink the firt~t in form11tion that we hat1 ru; to this ttl:t JWOgrttrn 

tl1at. we ha,•e bc•fore 113 C!AIIIU from the PrtSitlf•nt's fll('Jifilil{\'. t\r'Q 

you fl llthorivpcJ to 11pr."k for tl•o 13 J•csiclenL on his tnx rccou\ru~ndn. 
iions l • 

Mr. 0J .. 1Nt ,\ NT. I Jill I uol. • 
Mr. ' I' RF.AOWAY. l it .Mr. lll'h·ering, Dr. Helw•rinJ;", QS hi• was wven 

lhe Wle a r~w minuh.~8 A~ 
Mr. lh:t.\UI~o. Ym1 b•ve known me too lo1~~, llr. Trt'adw.ay. 
~\tr. 'fllF..AUWAY. 'f'h<'n, "e are not (a\'orod w1th any "Hhor~tath·e 

!pOketi:m•n for thto Pl"f'Sitltnt, evidently, are w~J • 
llr. OurnA~"T. \\'e will 1 ry to answer any quesoons v.--e. can. r 

doubt th~ l>r'oprit-«)-1 h•,~t not been in Go"ft".rn..me.nl. Mrv•~ ,.~, 
1~: oldtr and wr.;tr men would know-of my ~anthnA" htre aod 
,..,nl' that I ..... authorized Co ~k fo~ the f'.....ultr~! .. 

'll.r. Tltr..ADWAY'. 'rl~ onh· l'ft.I;On I bnng that up LR an no ••1 
niti<al- . 

Mr. 0t..JPRA}i'P: No; I koow h i~ nQt~ Mr. 1_'rf!idway. . 
Mr. Tl.r..AnWAY. Onlv J did brinp- up a snmlar <IUebi iOn 2 or 3 

JHrs •go, and At tlutt time .Mr. Mor~oetuhau appea~ and ab-!o--
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b\'"k...; Cit ACf, ltJI 

1 in our p~nft authN1ud • ~nLientan _to 1\)JJH.t for hub. 
~~.'t .,.u cht• only 1"H8Un thai 1 ...... app!'Oicbin~ l11.t. anp:lf! ••tb 

· lc Wl.fi: t<iuwly to til"f! "b<'1her _you stood m the amt hght 
)~·~:.'~to~oiiL Mr. ~iorj!tnth~u •tid ~•finitely autbori~ 0~. Mo~111 
~0 I))J.M•t'lr for him, a nti ( "Q Jlb-1 trymg tO ziee Whit )OUr ldCI MQ 

nhout oh•t. .1 . 11 1 · 1 1 M \ 'lssos If 1 undel'tih)C'Ml lh('. gt'nl NOIU1 eorrec y, •e fltt u 1 11t 
Ot~ &'('.,;tar)•. or thb '1'~11811fY ~nil I'Cprescntcd by Mr. lll'lnwing. 
and he was L~isting Mr. llt•h·ertng. _ . 

Mr. Tat:..-.O\\'.A r. _I untler,tood tho ~me thmf!. Now ~t. tuy in 
porfect accord on thai. I am 80 dehghted we <lUI Ottutonally 1~ 
II\ aC'OC>rd. . 1'" • J Mr \'•~eos One qutsuon on <llll maattoos, peaR. 

Jlo:_. J~nSt. han you l)('('n in Wuhington counfettd trilla 1he 
Oo,"f'mmend . 

Mr. Ot_.uoJU!\"T. SirlC!'e the t..arly part of 1~: thal ~b "''' UJltllt'~ 
atth1.f hntt. l)urin~ tbe "'" I "'·u ht~ .,.tth the \\ ar "rndt l&o.rd 
for • s)erioll of • yen or b(). • • 

Mr. T11unwAT. \Va.M thC're no1 one btl! ou "';lurh tbP. Sa<·r"('tar> 
did nuthoriv~ you to I!J.M•uk- nntuel,v, rhe .SJh·er bdlf 

~1r. Ot.II'JIA:\"1'. I fliJOke t111 11•0 tnl\·~r btll. , 
Mr. 'l'nr.AUWAY, W11-11 nut HuaL wath some 3Utlu.n·lty frtHn Mr. 

Mnfl!"ltlhnui • 
Mr. Oul"lL\:o-'T. 1 wu au•huri1.C<l to s-peak on lh(' drnCttnj.t of the-

t~iht>r bill. . 
Mr. Tar ... -.o"A'AY. 1 n-m~miX'r "·t •"-"C!d you cht (llK'!ollon at tf:lat 

timt' •ht:rt> tbt poHt'\' taiUf from. and you 'laid lt •'a." not yhur Jcb 
tu efitabli:.b tbe pollfy: at W&l!t •untliY to tlr.tfl • nlftl!ou,. : ~~ nut 
1 bat ril(ltll 

Mr. Ou••n.A~o. ·n1•t itt riulu: I l"t"tall that '--ery 1\:t-ll. 'll'lal Wti 
my Grst opportwlity of mt"tpnJ: you. I l"'(__hll \'t-ry well 1h11 you 
Wrd 1Jl4' that a nmnher of t tlllk 

Mr. TuF.ADw.&T. You. of t'OHNI('. read Mr. C.omrniMion~r llrlvrr· 
ing's te&Limor'ly before llre c,.'Otumit Lee 11nd probably heard '"'"'' 11f it~ 

Mr. OJ.II'IIANT. Yes. 
'''"· •r,w .. mw,\Y. Of t'OIH'HC1 lha• luJs JOUr approvolt 
Mr. 0Lil'JIANT. Ye& . 
Mr. Tw.u_owAY, Do you de~ti~ t.o 1llake. any further Mtement 1n 

t~upport of the reJ>Ort. of th~ t~ulx•oanmittee1 .t\re thc.re any details 
thot Mr. Htlv•r~ and Or. Kent. hav• not oo•·ere<J with which you 
would like to prov1dt t~~ al thU. timet 

Mr. OuFRA.'"T· 1 do not btJit,·t- 1 eoo.Jd add much to what h•'f lwn 
aiel. 

Mr. Tu...ow•r. You think the whole ~ is in for the Oonm­
n'M'nl, do vou 1 

llr. Oa.i'rnu-,.. r think lito 1hing hu been prel.ly wrll p.-ntod. 
Mr. ·rk&ADWAT . I do n~ think it. js for the pubh~ but 1t nl•Y be 

in Cor the Go,•e.mnwnt. 
'11am I should assume that you do not ca.ro to add an~thing in 

tl•l' way of approval and, of coun;e, you htl.\~e. nothin~t to lhsnppt'OVe 
ot in the stattu:ntnl..s of either of •hoee gentlemen. Am I correett 

Mr. Ourn-ANT. ThDL is right. 

. ( 
Mr. Tu.tn•·AT. You AY u • ,Printe lawyff" 1n law pracL~ you 

baH' tMJt had \"try much exptr1tll<.'le tn eh~ adtutmitration of l&% 

Jo..-.l 0 '11 . . I Mr. IJI"HA~"'T. 11t JS rag 1L 
Mr. TteHADWA"Y. Uut u a profe880r you luwe h•ll a good dcal1 
Mr. 0r.PIIA!<1'. v ... ; I hA\'e worked on lox problems. good deal 
Mr. 'l'r!II!.AOWAY. In Ol'(ler to dii!IM!u•int~lO your knowledge to th~ 

stwfNir~ m your cln88e8t 
Mr. O t,ll'ff!\NT. 'l'hat. is right. 
~1r. ' l'liltADWAT', \Vhat about. Lb~ in~rprttationt Ynu ~y you • ..._, 

not <auahtifoll Lo 1<peak here m~h for Lbe administration of ta.x Jawe 
but v.-hat about I heir interpretation 1 • 

Mr. OuruA~T. J ha\"6 don• my llhll't of th~ work in interpreting 
MalUtH of \'liFIQtW fOrtS. 

ltr. 1WT..AOW\Y. \\'hat do you rorwder to bf! lh• t ffect on buii~ 
of ttlhor th .... ou.._,..n.Jet us opook of ohe ui"'ing ~ax .. fi.rst. 

.M r. Ot~wuA:wT. ·nun. ~tx :roo uJto 1J1e flt'ld of bt.lsiness AdminiJ.. 
cncion. J wCituler how mueh"I can add on th•t.. 

.t\ "i I lul\'f' chouglu about this P'enrnal probl{'m o f providing rnoro 
n~mtw, tln;-t'(• \1h"~ of it.- ~a\'e pt·oj_ectt•d th('rnseh·eM up ItS he11dlnnds. 
'1 lu• hf"''f ~ t tnt bY. the lD\1111HII:'tlnn ttC the A. •' · A. tmtl IJv tho 
t•aa.».atJ..;l' of l l t (1 /~olt.l !en;:' tx?nus tl,re wholt\ bullg.1t. 11iccure is tJirown 
mlu •li~'~llrrrty. I hf' unmedaate thltlf: lro111 lhf:l MIUl•lpoint of tht~ wei· 
lal'f' of lilt\ )i'edt1rat l t~it, whirh ih our lif'tolt eon, ... rn-And by •4our" 
I mean th~ Tl'('.a~Ur\' and the \V'.11ys and Mean" Committe&-t-, not. 
wl~n lbt nu~l~c ii balanced. whec'ber 1hi01 mon.ch or nut month. or 
Un ... y~r. or ntn yf'ar, but that I be reJ)I'ftk'!ntaiiOI\S whi<':h ha'"e ~n 
ma.~ by tl~ J~i~ut. as he is authorized and ftq-11~ bv law 
:o d~ • .., to whitt. thto probeble outla\""tt an- srom,:c to be an~l as tO what 
tbt J>~hlo .-ipt• • ..,. going to 6., oball bt made good. 

111('. thma I hat ~ruc•k me most abOltt tb~· \\hn J,.,._. •PJ:N"in"t-.1 in 
Ol)pt:lfdcion to chis biJI. in \>lew of wlu•t lhev l1a\·~ ..aul al)()lll lul•ne· 
iog Ill(' llm)~C 1 iH Lfutt tbey cJid nOI, {•Vt•r]nllf'• OSW'•II 11)> by Mying 
"W'"' 11re hN't• h• b•u·k up lhe uU!II'IberB of 1hi!il N"•htnthl4~ in'il~ .:frnrl 
~Q milk(• ,Jthl)fl lh(' Bud~t lll~IAC!"'. Lt.,..,UII't it i.s IIUI whut r hltVU 
m nty poc.'krl thut dt~W11nines cuy t'l't•cli t. iL ifl n(~ whtn [ pth! ur1 
debli . bu~. 11111 I ll8 Jl()()(j tts my wordY Thnt jg thr fifii.L thin,:t tfJJlt IS 
0 11 Ill\' UlltlfJ. 

'I he !.(l('()lld thinsr th•tfficb up out of 1hi• whYif' pit·turt" as a hf'ad4 

land l.!J; that "~fl' •re Ia I king about r•iilin~ l't'll nHifl4"\' . •·hich has to 
conw out of ""I ptot~pl@'$ pot'ktL~. 11111 tht ~t,on•ibilih· is tu lay 
that •ddM burdt~n-~luctantiJ-in thfW pla<'ftt drat will pmduct'l 
lht 1.-..t hord..Jaip. Foi"""" pormits of nochinl( •L.,.. Thot i8 
Matb-"11111\Ship. 

lftr'l huvinR IAXN to pay, whetl:u~r fOU or J or an\' ocfwr taxpanr, 
tlh IHIY ux~ onh• from one. of four"~urtt'JC of ~ipt&, apart fi.om 
• ntpit.l.l~")'., Un1r.tl8 we go into the ltXJJII)'tr'a C"'aJ)ital and t•ko 
DIM of Ius r~'l)tflll , tbare. nre four 11nd only four Murces from ""'hicb 
h .. r~an fliiY t..nxtta: 
·n,~ flntt. iM receipts rrom bu~:inc&l profitJt. Tltt ~on.J. wasc{!s 

•
1
ml .trl~lttriM. The third, rece.ipta from rents. Thr ((lurtb i" roeciptlt 
rorh 1n~n..'ts:t. 
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With tho ._.,.ptioo of minor it~.'!bith I will ... ._ 001, ..,<h 
u ro.)·alta& chtre are no otbtr;_ 1)08Sii.biUllra. • 

1 chlnk tM thing that graultes us aU most wh'"n 'file adJOUrn all 
·ntanttr~t. txc-epc.. our disinterestedJltt!S for .tht Wf'lfare of ~oountry, 

tb• th>ng II••• grati6"' •«rybod.l' m "'!- room IOOoo4,. MJlhL ...,.., 
5. the tnonnou. in~C"rt"&Se there ba.s beeo m buo.m._.. acttYU1. u " 
0~ on bu .. ,,_ prolil& I thi•>lr Wl! all hope lhot •h•y ..,u ll"'" 
and 1c('lf)l on grow-u1g. It is no time to raifJe the tax rattw Ol\ ~­
JI('.ll• profit.!i--1 am talkin~ now al.tout the ••~ r•WM on lMr .. .ioeg 
profitA \JuiHS tbPre has beeu a co~uu\en~unte u~crfltt~nd l 1m 
muug to conle in a momtmt. to po1n.t oul lhe dnu('D,.IOI~.Jt of ~luu 
frtc·~ll~\ in coq>0111te profits that gnu1fy us oil so 1Uuc:h an "-"'-'t•JlU 
fl'iHU \UJ.,'f!R """ n laries or from rc.nta or fr01n intC.I!ill, ~hen we 
111inituitl' th" hnrdshiJ> of the nthlod llt!< burtleu 1Jy l••yau,:t ll whf*.-. 
tilt' iJH•I'(l;lM"tt in r<'C4•ipl.s liN f,'1'Ntte6t. , 

'l'hll nutional im·o1ue puid out rose 8 (U"I't't'nt. lost. yeaH, 11n ancre&M 
of" 1iul(', 1nore 1h1m four IJWjons over lU84. 

Mr. \'J.ssox. What !s the figuret 
\lr. 0Ltri1AN1", Eight perce.ut.. 
\lt . \'t~!'IO.S. \\~hal is tbe ~ure in dollan,. l .• 
Mr. Oui"IJAI\'T, ·n.e absolule figures ·~ rrom about. 60 bllhon to 

M btllwo. • 
Mr. lh,.,..s. Will th• ~nll..,•an '"'ld rogbt tbtrel Will tho 

,-ntltmln rrom M~chtL..*tiS pe:nniL. question 1 
.)lr. Tkr.A.oWAT. Surrly. 
\tr. Ks t"'niQ.S. ~ that indude businft@ 1>h:·kup 1.1 • f'f"Clth of 

In• ~-~· ~<IM"fl t throusrll tlle P. 'V • . Land \V. P. A. I 
~lr: OI.II"IIAXT. J.:,·erybody's income. 
\tr. K,t..,.....•S. How many billioruJ of dullartl d1d you uyt 
Mr. Otn-IIANT. Four billion4 •. 
Mr. K '\f'T'o(IN. Four biiJions. 111d ••e lun·0 "[Wnt. flf\'fll b1lhons. 

• , llwrc• :nu;.l be 110me water left ju the p111HJ) that. we h.tlv('. not ~'Cit· 
m1t rrt 

~rr. OtH'II A~T. Tht': profits of n re/>reac•nCutive. group of lf\07 t'Or· 
f .. lnlli•JM. lUI elllt•uln.h~l by st11mlnrt blnl i.,lit'81 1'0RC 42 J)('I'N'UL for 
t ht\ y4•1ar J03G cwt'r t934-. • 

A-. w lhi,. iii(' J'('tl.AA in busin~ p•·ofits, lhc WOflt NlCOIII'n[.(ing tlung 
iu Hw "'l1ole j)it"lul'(l is t.1utt the inerea~ iK 11t ,,n fi C..'C.'eiC'rBW..:I rnte, fot 
if you tnke llft lOl oorpot:ttions whi('h Stllncl~~rd Stntif!:litil ll81!8 a.s 
rttlr(.._,..nlativ~ corporations for rcflt'Ctin~ lrtJUI'f in corporatf< pro~ts. 
)'HU tind thllL during the second quarter of IO.:}G there was llll lD• 
rrt'a"(' nf U9 Pfn.'tlll o,·er th.t.L for tbe. tbird qu1rter of--

1\lr. \\'oona1.rr. \Vhat. ftH' was thatt 
1\tr. Ou••u•n. 1 am tAlking oow about the incrtut in 1933 onr 

dH" C'()rrto-po•x1ing quart~r in 193-t. Durin~ the ~hird qu1rte~ of 
10.~ <h• 1>ro6<• of this !!f"OOP of 101 rop.--ntotn·• ('OI"I>Or&ll<lll! 
tbu••rn for that statistital purpo!IP iocrea.._~ G9 perctnt onr the ('.OI"o 
""'f"Mmdmg quarter in 1934. 

ll r. W "'",.'no. Will you yield ju8L lhore I 
Mr. Ou"!""'· May i just add the final flj!urol And in ll1e los< 

qu1tlf'r tht'l mrrHse. behreen tbe 2 \"elf'S \\'Q 1J7 t)tf'«'l1t.. 
Mr. W00011UPY. ~by 1 ask you now o qu• .. ion julit th•rel 

. ( 
lt&V&NO'& A(jr1 ltJI 

\\"t~ thM l>rofit• largtly made- afce.r tht opi.nion.s iu tbe :-\. I( .\ .. 
and tbr A. A. A. - had botn h!Uid<d <Jo,.n by lbe Sui'"'""' 
CuUrll . . 

llr. OuroL._.,.. I am I•..OO.hl,• beyond my clt11th now m talktng 
obwl thio uonlrf!111 ~o~utr, but I ('&llOOl und•nak~ to odruurv tho 
~Jc-ular nul'iP"I that •crount. tor thr. shapt or 1ha1 curre of ..,,~inC* 

rofi!& 1 wi.b l <'tlu I d. 
p )lr. llr('Olt>IAC'k. llow mony <'tlrporatioru. did you oay; 1,3001. 

~lr. Ot.JI'ILAzo.iT, l n th('t figu~ for the year ,1935 liS romporfd With 
1934. tliti'C Vil'l't in Huu woup 1,.!:J07 OOfJ)QNiliOn~. 

Mr. Ak('OICMA<'K. l htt\'6 n ~'Ort.l lwi"C! of 2.010 indu,;;trial, publir:-­
ndlitv and flnduC'int C.''4"1111J)IInies, from the ra\:>Ort. of 1hu Nntionnl 
City li,mk of N(1\\' York, whicl1 I just r'-'Ceiv~ -we nil I"Ct"t'i\·~ ic­
~howiug th11t tht rwnbined m•t. J>I'Ofil ... It~ d~HcitB o( ,thu--.t• ~.01 0 
c.·ompfuuf'S we~ &.!.Cl-li,OOO,OOO m 1935 as oou1pu.red w1t h $l,7R!), .. 
~.000 in 10M, rl•JH'(•r;crHing an ine:~ase of 42 pel'\.-t!nt. Usl{)n t lw 
l,C~~gftlC Ht'l \\'OI'th Of $4!J.824,()()(),()()() the rtlle Of return \\'IIlii 3.6 
1,.mnL in 1034 and 1!.1 l><'rcenl in 10311. 

Mr. Tauowu·. r am li~ening. 1\'bene,~er the gentleman hns fln· 
ishHI b.is p~nt t:taltment. [ would like. to continut my it.quiry. 

llr. Coomc. Mo..r [make one inquiry there! 
Tbt Standard Statil'tin imtitut1oo to which JOU l'!'ft"r Ut. n all 

bow. an indott>endtnt ~"9' which is in no way conMf1td with th~ 
Oonnu:nt"nl. Jc. ~a ~atisbcal institution that IS an authoritylfl)ll· 
ratt a.ncl a pan. from any ~nmmtntal con.net'tion t 

Mr. OuriiAN'T. n.n is ri,:fht.. Jt is an in.....Otution I hat ma..k--N ita 
living ~· •npplvinf dependable figures fA> tho busi"""" community. 

Mr. eoo ....... An< iL ;. ........ ted •• an anthority in thoL 6elcll 
llr. Ot..WUA"~>T. It i& 
ltr. 1'a&OWAY. 'Vhen you were interm1)ted I undt',.....1.oot:l thtre 

~-en- tJu-ee diYi ... ion.f, and you have not touched the third ont ytt . 
Mr. Ou1•11AN1'. 1 lttll coming to the next headland now: \\' hat 

methods nrc nv1ilablt' it tlut inc•-cnSO() sum is to be obtain~d durni~ 
nanLiy fro111 this onu of the four possible sources-And whl•Lher or 
not it should be tiC(~nds upon whether or not there h11~ bt-cn R 
corresponding iriCI~IUM} in those nther lhree.. It is" m11tter, 1 sup .. 
J)f)Se, of t'OIHuiOii knowled*e that. poople's receipt~ from iniN't""c. 111'6 
going down a"d not up. fhe "'hole trend of i.nte~L rotel!l i11 •luwn, 
and _peoplt 111 ~ip18 from th<.,., soun-es 11.ro going down. l think 
\he Hgures would abow thnt l)f()ple's receipts from rtnt8 lun-a bten 
ntwing along •li~tly UJ>, jnlll. .tightly ul'- Tb~ fij(l" ... witt al;<> mo...- that, 1oc ... ·e come out of tht dep~1on tbb tunf'. Jll~t •~ m 
all f?"""ioll3 1 ime& thtM i" quite a lag before. the in-c~a...._~ m buo•iiK'Nf 
prolil< !!<!# i~>ol f roRoc:lod on OOrft>l"'nding inc"'L""" in W&l!f' and 
alar~ So that. and I aul only telling \'00 how J ba\f' lbottlfht 
•bootlbe pr<lblrno. u T .,... ot., that ...,., a 'localiud pia • wh<ro the 
'<~ditiooal monty ("'n bt' obtaiM<I .-ith the minim_um banl~~p, 
brearinJt in mind alwap dun busin~ profit~ are nothiDJr ~~ an m 
du of bUM.int'$1 ad inl ~\ and the rotlC'eMJ of all of 0:!: 1.! m tht u·· 
pam.ion of busint't8 activit-y. 

The C n At.RWAN. J clo not want to bnoak into th" rontinuie,- ~f 
your l"t'IIUtrk&, bill you ga,•e • eornpuison of th~ 1>rofitjj rrou1 Lu~l· 
' 
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of'.. ur cl ... mrl"t"Lilf' in business m tl-... difftrfl\1 J)frio.t. wm1..,Jg: 
18:1.\ 'OIIh II'Jf. 

\lr Ourn.\ST, Yf'S. sir. 
n-.~ <."ttAII)I \~. Cu ,.ou DOL jli.ve ~ll('h . WOIJllrlJ>.Oil for 193S with 

l~laud ttn1. w-btn voU "''ist your remar-bf 
Mr. Ot.JPIU~"T. 1 .W.Ould be glad to. 
Tht ('u.AtlliAS. That would~ intel't' t ins: tom~, tf~ ..._~ •laat hu 

bffn thf' mrrea~ siuc:e this admioir.rratiou wPnt ln. 
Mr. Ot.H'U~\ :-T. 1 tried lO kft:p my figurN. nul~iilf' of d('bftlable 

pn11111ll. l would hkt to ('()nfine my o~ervouon" 011 th~ aitllbjl'tt w 
c ht• lll('rit • 

Mr. I(M''I"'''llS. Will yon nt th•t point ttl&<> tmt in tl1t• nutnu11t of 
the' OoH•rnmeut lm~ ~~~nt toward t'et'Over,rf \Yt• wunltl Jike to 
know "t wluu •·ute tht~ t·urve went upwnrd fH IIC'C the ~'1 i)l'll' IIH' Co11rt,. 
knn k~d nul th•• N. U. A .• nlw . 

~rr. 'l'tutulWAY. Are )Oil ready for further (JUH~Cionin&:t 
\l r. Oo.u•u '"'· ~Ill)' J JlO ahead! 
Mr. ' l' tt t:.AOWAY. Crrtain9'. 
Mr. Cku•1u ,.,., I( that h the •u·t•a-if nu1 fo11ow nly tbous;rht and 

1 •m 1m•n'l~· rrfle<.1_ifiJ! til\' own tbinkina ~about the thing-nhere n 
nn ,;M tbt adtlitivnaJ moDev with 1 minimum cl( h1rd~ip ancl with .. 
0111 j't"'pll'dizin.~;t tl~ publi<;interest, then lhto (!UNion ~tt ... huw 
d~ I •at I 

\lr. ···uow.n . IAt tue interrnpt you ri,rht Cht'l'f ror I IUOfntnL, 

1 ... "AlloW' )'t•tt ha,·~ "'J)f'Qied the phnie about 1h~ teaM. han:W.ip 00 
Lt.b.u~. 

J. It ntJOt: tnt~ thai :he w-itiM"iH'F whom ._,. han' hacl br·(oft us 
rrpl"ff' rntm,:: th~tr or.n I.H.~S"~ intefti!H tun·.- t'ndti\'OI"f'rl to set up 
I hi' fal·t thai 1111 ... \oronld bt a tTe:mt>Julou~ h.~~nf.t;bip on thtm and put 
lhrm out or businr~ in 11110}' instan('Mt 

Mr. OLJI'II.A:'\T. \\'hat 1 1riN.I to MY wtu-. lhf' l("d~t J·yardlhip flU tht 
pt•<ml~ nfl 11 whole!-, lookinJ! 11t all tA:<fln.venr, busin('q uud non · 
bu~int.~. IJIICI rt'ltlixinJ! that no ta.Xpftye•·lws ltn~· but (our' sources out 
of whic·h hco t'Uu t••ty his tnxes. ' 

l tun uuw t'l.hkin,~: the pnoliminn1·y qucsti<m lhot Wl' tlrboled in tho. 
T rt' ..... u, ,\' with Lhnst? l-lhul.vin:r lh(!S(I />•·oh1enut 11J I the 1 iuu• : \Vh~ro 
tlmn!nrntJv ti tle ltt W\' look ro1· th~ At df'!l mun~.Vf -J ( WC' 1arr ri~hL 
uboutlhiU tU ftJr--nnd lht'l't' 111ft ~\' bf, II diiTerell('f' or O(linion on U•at; 
[ J."Minl lh .lC; thflrl' rtliiJ be :-'Cod rt'llM>nS 111 ~fn('l f)('r,J)h•'~ rn;ndfl for 
1J1rn"'tn~t ~n •ddNI IJtx burden on WAf(N ftnd salari~ at thi.s time. 
n &..~nt'rtl•ttr,.l"f' m tlu~ inrome·tu: ratf'~ or broAdt'uin~ 111"' inN'n.e-
11\ he.lo!C'. Otbf'r-. mi~tht ha\·~ reasons fo1· ))Ullin~ a t•x on the own· 
'""'"'' n{ l•rnl ur un rtuL-. or on aomtthin&: rl..e. Uut ju-..t atn~nl th1t. 
.,. ,.. .. lwk II ''· ..-e •~ ~in!! to SHk 1hi~ mon.,.v frc,m thi11 arH of 
ab111\4lanf't' ntl•••r than fn--m thfsr othe-r 1hrft. .,...~ o( ~lath-e 
•~· ·rth. 11•tn tht~ i-!1> OM of tb:r-ee wan 10 do it : 

lh • dra~ •C" 11W"rta.-.e in t~ oorponi:ti.on incott\4' tax. whicla would 
pnJ~bly af!lC_•unt to q:me 2-S_$ J>fl'l"EDL and •HJultl furth~r a('('tntu.ate 
th ... 'rM"C1'!•ht1•- .and inequitiN that our p~nt corponllon iocmne-­
u~ Ia•· uwnh·""' -.·hf'n <.'Otnps.red with how wfl! tu individual l,)usi.. 
n""-..f'of and IX' r1nt'r5hips. 

A ~ud )MJNtibllit,f '911'0Uid be the imposition or • stt'lfp u~· 
profit~t tax. ltttl a ft"l'\"llt dral may be stid for thAt quite •P•"'t {rom 
''" aflmiui~o.crtlh\'c diffieult ies. 

. ( 
11,. 1lunl l""""bolll y ,. th• pion boforo 11!. rommintt, a11d tho~ 

bnn~ n~ tct the th1nJ b1a I act: 
1\~"hrn ,-ou ••k• Mr )lt·IA<Jd'• figu""' u oltoW11 on luo big <lw1, 

cht aflC'rH...., ul 11\("()tllf' f[OIDg to various peopl~ liy a h)·potbfucaJ 
full daatnbut•on o( t"OrpOratto Mnungs, what you tincl t. thla, that 
11f thr 4 bolhons adcl..,l, 3 bolhon• ItO to peoplo who pay J,.roonal 
11)t'(inlf' ta.x""' nbou• 1~ p('n-tnl. "11\at mtan~ 1hu under thi• plan 
,·ou plat"ff thf' eddtd bun.Jtn in lht area of abundance ralhtr than 
~reurlh. ~tnd you ~t all the money required by ~:ocopping thf! avoid· 
lin('(' ur tht' ... urt~•'(t~. 

That i'Oj ~111 1 wnnL to say. 
) lr. Tt~t!AUWAY. A•·e \'HU 110w rudv for another quefltion1 1 would 

1ikt Lo ~'\1t. b.ltt,k tt lh t (~ ntllrt•r to o'ur bearing. 'Ve aro very much 
inl•lrl·:.t('d iu )10IIr d i-"'(• tl.Nlion. 

C'ouuni~ion(l t' JJ C~ Ivcring in Chc course of his fitnlNn~nt. <1uoted 
J)r. J\dnlll"' •whotn W(' l'l lt ~~~IIH'Illl_)(!lo·.- n~ry cJeJightrulh1, lA favoring 
a UIX UJ)(•n unflilltribuled (•nruing-g, \VouJd you be willillJC to detc:riba 
1he ~f)f'Cific proJX.I wldda he .•_f-J)ron"'CI and compare it. with tho 
onr nt)w undt~r NtnRideratiout " as them not quit~ a n•arbd difrt'r· 
t-nN' IH"IWN'n wlli!U J>r •• \d~mUJ apJ>ro\·ed and th6 Ollf "6 am now 
('Clt..~uiNin~t 

lfr. OuruA~'T. Othtnt are beUtr tcquainted with th@ littratu.,. on 
thr >ttbjl'<'l titan am I. bitt u 1 ......U. Dr. Adoum tt<h·-~«1 a rom· 
J·rcnn...- or hatf.-.ay Jl'Of"it1on on the thing, that i:&. h~ would ba,-e 
oddtd 14 tiM' lhrn rori"'"'Lion income ta:c of I think 10 ~~ a 
IIX 00 undigribtiiNI HMiings. 

llr. 'l'al'..\owu, Woll you tbo:n d...:ribe wha~ thU ial 
Mr. Ourou.-r. i:lin<e that time as weU u bofore that time, thi.o 

proJl••al hu load • jlreat deal of otudy and econliidt,..tion and a 
,rrtat. de-at of dot.'blt('. It i.e one of those imp·ro\·ement• in our tax law 
lhat. like all imJlrO\•('JO@nl8 in tax law, get tbe.rnselvtw aeoepted 
•lowly. Tho tountry d•baled, Congress considered, •nd oLu<fonlt 
wrote ahouL th~ im.-omo ta..x for a muCh longe.r pe.riod of time boforo 
i~ came to h<t IIOOO!>IAld, 

Mr. 'l'ltr.AOWAY. l'he couo;e of the delay then was Lite fact lh•L•• 
oon~ itntionn I lllllt.'rHiment had to be adopted. 

~(r. OI.W 11ANT. I uu1 talking Rbotlt. the income tnx bffom we knew 
I hat it \\'ftlf IIU('OII"I ilutiOORI, 

l ·fr. ~I'Itt.AIJWAY. JWfor(' it we.nl inte') lhe cour181 
Mr. Or.U'IIAl'lT, 1-~XII('tly . 
Mr. TRr ... liJWAY. \ VIQ' back. 
Mr OuriiA1"T. \Vhat. •hjs does is to 1dopt tbNoe 1'911'0 J>r'O~IiOM: 

Fif'-"1, that bu,.i~ Jlrolh K.. b)1 \\'bomeqr deri~ and front whtt.e1'tr 
form of bu-.i»f'!!ll deri\·fd. 1!h0uld aU bear tbt SAJilf' tax bun:lf'n. jufit. 
~u.st iL ic right; aiJd. SKOnd, tba&. it is not. for an)'bodY in \\'1$b• 
ID~rtoo 10 14"11 bu_ .. mf"'::' ('sec·uth~fS how much of rhetr tamtnp they 
<hall b.J> botrk and I"'" mucb tlt<v •hall dL"ributo. That io note. th<t 
Go,·trnmtnf" btL .. iu~ I am staiinl! mv own conviction.&. But h. 
k lht- Oovtrnmtnt'" buli1lfti.S to Bet to It that. th011e admini~trin§ 
tbft •ff•irw of a torf)OI"Riii)Ja shall uot LL~ it. nor permit it to be. 1Uifd, 
Cor avoiding tht' l'ltlf1.aXf'l ,.,-hicb e\·ervbody else bas to pa1. Thal it: 
wh-A.t this dOflt. .. 

.Mr. Tllr..\nWAY. Ami that is the justi.6eation rhat yQu set up for 
lhl$ nwthodt 
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llr. o ........ n. 'nutl is right. 
Mr. Tou:.u1WA1' . .Sow, Profes;or, I rttOd and beard il alatod 

11'00»11--
..\ M&Mu.a ur Til~ Colll£0'1D.. J:>oct.or. 
Mr. TI.&AD,..Ar. U.th. Am I ooc. rijlhL in add.-ing you u pro­

fr·.or. a1r1 
Mr. OLli'II.A'T· Quite; I am honored. 
Mr. ·r.uo•·.u·. ' llu•nlt ,·ou. 1 undemood •hen you g&1'e your 

quoliflroiJOill oofono the eoffimittee lhaL you had lptJIL a good many 
Y"•n. •~ a prof~r. 

Mr, OI.II'IIANT. My happiest years. 
Mr. 1'HMADWAY'. Uy colleague. corrode me ttnd lhink1t you should 

Le adclreAtoe<l "" io [)ocwr." H'ow-ever, rithertitl~ i8 correct., lttSIIUm61 
Mr. Or.u•IIAli'T. 'fhn.t i~ right,., 
1\1r. 1l'IU'.AUWAr. \Vhy you SJnil«< \\'hen J usee) the CiLlu ''Profe. 

aor~ I 11111 nuc t-..Mraln. 
Mr. V'""""· Will Illy friend from Mll.\l.'lllclm,..ll~ yield! 
Mr. 'l\c~AUWAY. I wa~ jtLq_ ~roing ro uk the ~ntJemnn a qu<'8tion. 
Mr. \~uh~Uf, ln that oonnN!tjcut. about. hiJJ title. 
Mr. ·llt...,wn. About his Lillo I 
Mr. VtstoJON. Yt.S.. 
Mr. n....owu. Certainly. 
Mr. l'tli80K. Do vou ~fer to lh~ gentltmtn who h•,·e betn re­

lain.d by tho Rtpuhliean National O>mmiu.., 10 write Lho fl>tOChol, 
l.f or l$ in nun1bfr. as ~l:>rodonr' or '"'Profe(ili)()rl"f 

Mr. n....owu. It woold ho inte.-...tin~ if we lcmw about that. 
Mr. CbaimJ&n, in view of ee:rtain mtmbtrt o f 1he ~mittte 6nd· 

in~: fault wiLh tho )!OMnllMMSS of eride....., I wbmit the qo..rtioo 
wu n<>L ~ane to lbe 1111bjed. boforo us. 

Now, P•of"""'r!,I have '-n reliably informed that you ,...,. tho 
nn~ first l't!llporu,i le for th~ suggestion of this n0w tux on eorpo. 
rat1ons. 

Mr. 01.1rt1ANT. That is not correct. 
Mr. Cooo·""· Mr. Cbairman, will tho gtnUemnn yield in that 

Nhllll"Clion t 
Mr. •t'•u~ADWAT. Y08. 
Mr. C'OOI'Kit. Wuuld you be prepared [C) giv~ 1111 • bri•f hislQry of 

l•~:i•l•t ion or lid• typo that bas been advoeat«l lhrougbout u •• Y"•n 
111 tJl t' (?IU-1 ' 

Mr. O•••·IIANT. I shall bo delighted to if ~fr. Treadway would like 
""' t.o AntJ.~'tr hie question that fuUy. lt will take a mjnutc or t."'O. 

Mr. Coo,.,.. All ri~rht; btu be vielded to mo. 
Mr. "l'u.<IIWA1'. At Lhb 1...U.:Utar otagt", who is N'li)JOn!iblo (or 

th• "'lf~-ion bofort ""' 
llr, Ou.rru .. '<T. I >hall bo dtligbted if vou nnt t»e to .n.., vou 

'"• "'""'1· . .,. . 
Mr. TUAnw••· Wh•n tbi. wu propo•ed proriously Con~ hu 

thmw-n l&. out: ~unf1- it. has not~'~" ruched the floor. l think 
ll- WL"' t~l OC" WIS fa.-orably reported in thtJ Senate Onct lhis 
ldN. was 1&. not t ' 

Mr. Oui'UA.NT, Jut-&. u othe:r---
Mr. 1\tr...&O~AT, latn only referring to the prttieut tirne to the plan 

'!+ h~ ado1>t1on ~Ill-" .to be ,·ery seriou.s.tr eontidertd by
1 
the admin~ 

..,.lnllon now. Tbat l.S what I 11m inqturing, as to who &uggtsted 

. ( 

( 
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U.. acloJ>Iion !'f oh•• partiN.hLr program n- brJ.,.. th• Waye 1nd 
lltsllll Comm•U~I 

Yr. Ouru•~-r. I 1h11J ho. dollj.obled to ~·"ff th•t. Tht tnlll<r 
o( pclOI>Jblt .......... of adrlilooual rt<tnue .. the subjott or ......... ~ 
•tudy in oho TrtA;ury O.partment. Specifically, an tho Dui'Mu of 
Internal n ... \~HUf' in lht techoo de,·ute<t to legislallon and rt~laltOn~ 
ongoin~t tttudte-~ art '" prog~ &II tbe time. "·hen, a.tt on 1h1' Ot"· 

!:ti~Of'• we ~rf.' tot\f.runted "!"llh .• duty, as "·e .see it, to aUJ>l>l! tbe 
Pn.Ndtnt with tht wformallon an terms of wh1ch be may di"Whar~ 
hio duty t.o rocornm•ud tu .. to Lhe Ccmgress, this is wha~ happtJU: 

\Ve gt>t.. the mea~ to~t.ber who work on ~ible ta.xN-and this 
is what hftpptned Ill tliis co.so-aml back of their work ix thiM tn('!Oh ~ 
sni51n-that.. ill, Rll of t..t.·~ Pf't?Pl~ in the Bureau are f·URU,U('d rrou\ 
day to duy m.tho n.dn~t ntbtl'tt~IOil of tho tAx h1ws llrrrtnJ(O to hll.vc 
brought tO tJU~Ir ult('lltiOil dl'fltrllble cbnJl~ in tho tJIX Jnwa· 1~tet}O 
are all funu(\1(\d l'Htd clumndl"!d into a plate ,.,,here t..laey 'can bo 
~en•tinitN.IIInd lhf\ tx-H• JooAivagW for the couRidention by vou UJX'rtl 
hero. on !l10 hill-1 hey ol I ~ together and 1>ut down a w'hole li., of 
poii.i:tble: t".xe. ,.nf"h as wu hncl before che. suboommiLCM in ita eJ«'U· 

th·e M'B!don& \\'hen it ca.aue to that. portion of the pro,.m whirh 
bad t.o do with ra~nfi adctit ional re\'enue nect'.SS~ry to 1alco care of 
lho pennantnt ogr•<u lunl program and to pay lh& bon110, tht. on<> 
stuck out breau-.ctnd I do not lhink y()tl can got ..... ,. from ohilo­
wbtn tho !""'nlry is •d•ited of lwo bets, thi& inc,..... in buoin­
profir. wbrch • ·e all wti('Ofu~, and the. prti~ent. ll'OidiJ')('f> of ••rtal:ee 
o-hicb ••·orybody tloe hu to pay, and ..-bich amount• to $620,000,000 
tbe problem of (.hoiee- was o,·e-r. That is the reason this wu eh06t.d 
and roeommended to the Prooident, with the hearty •ndorstmtnL of 
e<er]body in tl,. or-ry and the Bureau of Inounal &venue who 
worked on it. 

iUr. 'rREAn-.•AT. \Vtre a.ny officials outsid6 of the Bunau of I n· 
tunal Revtnuc or the Treusury consu lted t For instance, "'U &tr 
E«los t•k•n into tho conr~rencol . 

Mr. OtJl'fi.ANT. l(e was not. 
Mr. Tl!r.AOWA1'. w.3 ~(r. Tugwell! 
Ur, Ou1~U.AN'I". lro w.s not. 
Mr. ThP.AOWAT. You oonltider Mr. Tugwell's ndvice good, thent 
Mr. Hn.r,.. Did yon ~y ho was or was not.t 
Mr. Oul'llAST. Ho w-.s not. 
ltr. 'l'ltoAowA1'. Did you ""Y "not" to Mr. Ecx:l01l 
Alr. OuPttANT. He w.., nol, 
Mr. TIIPAD"'AT. Did you N~' "*'not." to both of tbe.mt 
Mr. OUJOuA~-r. Ntither wO.. 
Yr. 'l'ltr.Aown. Oh l I uoderolood you to say '"Yoa". Tho wnot• 

.... ,.t.r1' lllild. ~ 
Mr. Ou.•un. y.._ I owallow Lhe end of my sent.,_ M7 

~piiC'n LtU me I hat. 
Yr. C'ooPrJL Mr. Chaironan. will lhe gen_tl<nWl yield lherel 
M~. To"-'O"'A1'. Y .. : britOy, bul I would lik• to oollt'lu<le 1n7 in· 

qutrttw; if lh(> ~llta'Ofn wiU given~ a cbaru..-e, I will. 
• Mr. Cooru. Mr. Oliphant, obe arrangem•nL you bavo described 
UJth lhe T..-ury Oet••rtmoul ahoul Lh• •tudy from day to d•y of 

eee problrmr hu elwa\'11 obtained there.1 bu it oott 
Mr. OL.n•u•xT. It. bu: 
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Mr. ('ooru. ~nl• of which porty U. adnuniMtrin,: the of. 
fa1rw of tht Oo•trnmtnl and th• 'Treasury lHI)ertn-t I 

\f r. (h.triiA~T. That is what I undtrstand. 
Mr. <'c•>•r.a. That I""" an all the timt, _d.- it not I 
~lr. ()u PUA:CT. 1'1\at is my unde1"5tandmg, at. dOM. 
~tr. Cotd"tll. .\A a pert of the '«"ork of d~at l>t.tMirtl»fnt f 
\fr Otwn•~"T. Mr. Kent. Lf"lls me that 18 true. 
Mr: ('c'(lriOI. Many of th.,.. men tniJ"g\l<l iu that h•re bt<-n t he,.. 

for .)'t"a~t • • 
Mr. ()ur•HAl\.,., That is right, J"e{,'Ular ci•••·~rv1('t' tmployf't"11; th•1 

hn{• IJ("(In •ht're for years. 
Mr. 1'urAOWA1'. But their ro{M'rior offiCf'rtlt'~ uot ci'tlil Pler\•i<'f!. 
lA't mt'. inquin'. whether _yo~ consultod l:1e0ple outside or tM 00!· 

errunNII m relatwn to ttus ult'B. a&, for IU.Bi tU1 <-'C1 b1mkt~~·,. or lhe1r 
rc•pn!*"rltol i \'et: t 

Mr. Oa.tru.~S'f. \V~ hn,•e not; w P tlid not.. 
~lr. ' l"nEAnW\1". Did you talk to any invest.ment. bnnktrst 
Mr. Ol.lf'llo\1'1.,.. No. 
Mr. '1'.,.•'""'"· No bonkers of any kindf 
Mr. OurnA~'T. No. ~:ir. 
Mr. 'lllc.•oW.\Y. Any busio.,.. 'lfOple f 
Mr. Oeu•u ANT. No. • 
Mr. Ta&AOWAY'. Nonel 
Mr. OurnA~'T. No. !ir. 
Mr. T,...,Dwu. Any r,rof....,rof 
Mr. Ourn ,~""T. Mr: l a~ II •'firbrd with ~~on it. 
Mr. Twr.ADWAY. A E)llendjd authority. 
Mr. Ou>'IIA!<'I'. A •·ory le•el·htaded man. 
Mr. ' l'u.ADWAT. How about l,roff'IISOr Frtn\c(urt~r~ difl he gtot into 

cb .. pirton- at all t 
.Mr. Oa .. n•u,,NT. He did not. 
Mr. Thr.AUWAY. II • did not! 
Mr. Oui'IIAN'T. lit did noL 
Mr. 1,ai',\0Wo\Y. 1,hank you. T1lot itt one tl1in,:r tn it.11 adnniAilt 

thf'u. 
In your opinion iA this p1-oposcd tnx on rorpurnlc. incomes work· 

11blt' fl"nrn th~ ltlxpn n·r's point of v'it.wf 
Mr. OI,II'IIAN"r. I lxolicve it is. 
Mr. 1'atr'l\OWAY. bit reason•bly enp,,hle of Admini~o~tralion t 
Mr. OtAI"IIA:OOT. T btUeve it L"-. 
Mr. ·r.,r\OW\T, \\1ill liti!l8tion tM- incruJ-N1 or ((('('re•.sc!'Ci all rom· 

pif'f\l w-ith tht' p~nt law1 
llr Oul*ttA~"T. 1 see oo occasion ff•r an inHf'a!-f' in litiption. 
\fr. Tar_\oW,lY', No io("f'!:a..~ in liti,ationl 
Mr. Ol~r~IA~"''. I tibould ... ....._..,. wbv tbe probltm of litiptioo 

would bo lrimplifitcl by the oumbu of tu.S that art~ btin" rtl)taled. 
\Jr. Tarmwu. You rfl)fat that it is in your judgmtnt l)frlectly 

fa1r ancl tquitablt~ to tlw,. taxt)l~nt 
Mr. Ourn•ll'l'. I do. I thmk it is !!fOODdtd in tquity. 
Mr. 1'"'·'»""•T. IJow ;. tho t:upayer going t<> compuu tb.io tat, 

c-•n vou tt'll ltlf 
Mr. O•••n•N'I'. I would like to yield on matltre of flgu,... to 

Mr. McLeod and oU1er people who have moi'CI oorupot~oe in th ... 
than I have. 

. ( 

( 
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Mr. 'J'uADwAT. You would prder not to lou<h on the oubjtc:t of 
tbf tufllJIUlalioO f 

) lr. ()won•~"· If ~ pita ... 
Mr. 'fu.>owu . b lt 001. going to be hard to claumine yoar DOl. 

ill(QIIM' undtr tlnt I 
Mr. ()urn•"'~'· The net taxable ineome, I ....,.., would be-­
Mr. Tlu:Aowu. Ye& 
Mr. Ou•·n •~T. Jlul u l ~y, "A'h!n it comes to a matter of 00m1>•· 

tation ol 1 t.ax, J would prefer to YJeld to SOmtOne "'ho could lntfYI' (ir 
wil.b ~alt"r OOIUI~ttn(-o than 1 ean. l would be takUtft your t im!) 
and Etu· iug you bluff ot tloubtful vft)Ufc. 

Mr. Tru:..,owAY. I (you prefc·•· not. to ~ interro~at<"C I upon it, very 
well. 

WoultJ you IUlHW•' •· lhir~ qn~lion : 
Js tlaerP amy J'C\'('1111(1 1tct whieh vou l'flll F.AY l.nti lx-t~n fully udjud i· 

e1attd ~vithoul 11uy dou~ us to •'II the questions which uwy uritJO 
under 1ll 

Mr. Ow•IIANT. None that. I know ot 
Mr. 'l'Jtr...,Dw~Y. You do not think it. will incrust litigaliont 
Mr. Ow•nAN'T. Nonf. th111t T know of. J aseum(' 1h11 all rtvtnUG 

Jtfri .. lltion has at ..otllf' ..-ta~ 1n its history ~n .. uhj~·1 10 Iii igttioR, 
a..~utu.in1( it 't\U on th~ books long ~nou¢1. 

Mr. TKEU)WAY. \\rlu• will not this add to litigation I 
.Mr. OurU.\ST. Uec8u."(( you are "'t~lin~ 1 nuu1lwr of tans. 
.Mr. 1'1£An-.·AT. All htigation "~A"OUld be t'On(eD1F'Ittd in tbiJ ont, 

thtnl 
ltr. OurttAST. ln lht. ~mplifico.c:l form of tax: ~~t"'. It iM • StT""L 

!im(JJifioation ofthf' tax ..-~ure, and I think tb~ mOhol un)"tOrt&Jit, 
tax rt'fonn ~m~ the adOJll ion of thto inoome tax. 

Mr. TRI:AUWAY. C'1n you t.upply the oommitloo "ilh anr M tht'l fol · 
lo1\;ng bhtti .. tiC'8 for lh~ JX'riod of 1, 2t or 3 Jetl~, antf aJII re«>ndy 
as .,....iblo: 

Thl' munll('r of 11'\'('UU€\ ft~('nls' reports propc:~in~ lhidi l ioiHII cl~­
fici«•nl·it'flt, nUJ!r('W! It Rddition11l 1 o~es proJ>OSe(l, and llu.• ·~~PI(IHO 
AIQ(nmt coll('c•t edt 

Mr. o .......... T. l • h•ll 00 delighted. 
Mr. 'rnr"OWAY. tl,hnt you ho,,e IIVOilab1et 
Mr. Ot.J I•nAN'r, .Nt)t nL the ntoml'ut, but I can :t~'" it. 
~lr. 'ftt r..\OW.,,., '"l'ht'" numbt•r of deficiem:v leUc.'n-. 111141 thr t1Jr~1'f• 

gate de6ciNU'iM ~N-~.•rt€'d I • 
Mr. Oua»U.HifT. I can J;Wt thOM. The\• an- ktpl curn:nt. 
Mr. 'faa: •DWAY. ·n, .. numhfr or petitio~ to llw Uoanl uf ·rex 

Appeal.tt. aml •u~alf' tlt•fidf'ncies in,·oh td lhtre t 
llr. OUYu ,:ocT, 11lal i~ anilable. 
1\rr. Tar...,nw \Y. ·nutt i. .. a ulltter of C'urrent tf("\ r.l t 
.Mr. OurnAX'T. YM. 
Mr. TaE.\O'IA'A1", All of 1h~ itf'IIH JOU will bt abl~ 10 f<UI>I'Ifl 
)Jr. Oua•114:rr.'T. \\'~ ,nit FUpply thtnl. 
Mr. Tu.wwn. Nurnbor of.,...... coosidtred bv lhti,..·IUliralolalfl 
Mr. Ou.t•lU:-."T. 'M1at is •'·ail•hl~. · 
Mr. 'ruunWAY. Nurnbtr of deciJiio:ru.. ~r n .. r of lbt> Ilt•lil"\l or 

Tu: Apl)tAiaf • 
Mr. Ot.r.-uAJII'T. •rhat. is aiSIO 1\'ailable. 
~lr. TKuowu•. Number ol refund claims filedt 
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Mr. Ourru:w.'T. W'e hare that. 
Mr. Tauowu·. Number allowed I 
Mr. Ourn \ST. \Ve han that also. 
Mr. Tu.ww .. ~. Aud th• aJn<l<lntsf 
Mr. Ou•·n•:M'· That. I can gh·f! rou~ th~ ·~~lt-. 
Mr. 'rn.&()f'AY. Do you llixe this: The numbtr or Cll!iH DOtr 

JM'nding in ('(lttrt&,; <ithtr suits for refund, •Pt*-la froru t1t6 Oc,.rd 
of Tax AppHII. or otllersl 

Mr. 0ut•nA~"7. Yea; in as reliable form aJI judh·ial tttati'ilic. C"'n. 

bo hatl. 
Mr. 'rlii~Aow.~o.Y. ·rhe rntio of addition~:~ ! l.la '''~~ a~rt~t and the 

1uuountH fbl11JIV detcnnined to be due in cnst., ~UI('d without. i~&· 
AIU'\\ or fl dc•fici('llC:Y lette.rf 

Mr. Jl tJ.VrJUNO. Rl)sd tlutt lab'11iu. 
Mr. OI.II'HANT. \\1ill you rend tJml "gttinf 
Mr. ' J'ur.AOWAY. trlwn .I think you nrc i)l't\IIU'("1 to f1u·uish this: 
Nuntber of ("ll"E'S ronsade.rod by the Orn~ru C'Otlll.st•l'a~ Office, Du· 

rtnu of Internal llennuet I do not doubt thAt is availabiP, 
~Jr. OIJPIIA~-r. Yes. 
~fr. Tan.'-ow~Y. AU of these inquiries t luwt. been abking you to 

•upply ~ere provided to tM commitk'f' and lt ret-eivNi them ih 
19'2$. It ~etnl! to me it would be well worth "hilt to bring thO!ie 
up to datt. 

Mr. Our~uNT. We •hall be d•Ul!hW to givo y<l<l thooe 611"..,., 
~rr. 'ru.A.nWA1'. You~ that..ihev are dtsirable to ha,tl 
Mr. Our~r..u~"T. Yes. The more Widely known 1he bftltr, thea 

fil-'1li'N. 
~lr .. Tar.Ao••.AT. Sunoly, beause T do not think we ha,·e ~n O\' f'r· 

8UJ.tJlhf'd with infonnation here from tbt: oftic:ia..b: of the Govern. 
n~tnt, We fornJerly used to. 

Mr. OurnAXT. 1i'e ba,·o tried not to re•pond fi'!•dgin~tiY wbtn 
n'•£tUf'iitNI. I am very glad indeed to ~rive you thi.s mformau<m. 

Mr. 1'JU'!~D~'AY •• 'fh~ilk y~u. 
Mr. lleln•l'ln~t m Ins tet:t·hmony before the oommittro did not. di ... 

c:uioi8 Che nf\Nis of the odditionoJ revenue. Of oou1110 the PreRidcntil 
m('Hl~Uj.ti3 touch.('S on chn~ point. Pe.rh;aps that wtUt ••II thnt was 110006· 
SII I'Y· 'VI111t iS your VlCW on the need@ of tulditiont•l nwt'nua1 

~!r. Ou_•·nAST, Mr. Bell, the Acting_ Dil·ector of th6 Oud~tet, is 
!'VIIlllble to talk about the needs of additiona l revenue 1inee that 
111 hi~t ~)rinuary ~ponsibility. ' 

Mr. l'l:vow.\T, ."~e "·ill leave that for Mr. ~11 to an~wf'r, You 
h•<r ""' loobd 1nto til< needs, then from the 6tandpoin~ of tho 
.. l'rtu-ury. as to w~tber or not. tltt.rto is rt'al need of more. re .. enue 
al thf JU'fiit'nt timet 

Th• Cn """•"· Will tile ~I Ieman yitld I 
Mr. 11tL\O\oloAT. Cert.ainll'. 
11•• Cn \IIJUN. I thought that was one of t.bo flnot "attmen,. b6 

matlt'. 
llr. 'rat.ADWAT. 1 was ~ him to tlaboral~ on t11e nfootd, and 

1,. ,.f•r....t m• to l!r. BeU. 
~lr. <?u~"!• ·'":'"· At tlu;. outstt I made the 8tattmt'nt. that "'ltat. ihi1 

lr~r~~olftt.IOn IS aun~l ·~ 18 ~o reston, the budget pictuN to \\'bat Jt 
"•" 11r1or IO the 11wahdatJon of th~ A. A. A. pi"'C!ClAing t4:te& and 
the" IUI"Nt,:te of the &Oidiers1 bonus. 

. ( 
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} lr. T•~'o•·.to\·, Th~ two ittmsf 
lfr. ()u-ru.-NT. y ,.., In your la.'-t qUfStion I &Sltlmt!d you wantfd 

jpfCJI'IDation •nth n-f•,.,.. to the details. and ~Jr. 0.11 ha• th..,. 
d<Uil& 

lf_r. Tar..'D"'AT. 1 want. to know more about the difftnor~ betwf'ltn 
tbe ordinary f1.-"oef'il)~ and t-rptnditul"lS and w~at ~ haTe lt'Armd 
to know IS exu-aonhnary or emf'rs:renc:r t-..:tptnd1tures. 

l!r. O•••••IA~T. 'rhn i~ • l'"ri of ~lr: 0.11'5 oomp<'len.,. 
)1r. TUAnWAY. t>o you not think thst some of tbt\ n~.s or new 

rt'enufl could 00 a('I("()IUI'libiuOoC.I ~\' re<}uction in e~>enditu1'l'flf 
llr. 9l.li'IIANT: ! ('()uh1, ut•t 1llununa1e that <hfficult qurstion by 

up~HIIo( Jut op1nton on aL 
Mr. 'l'KCAOWAt. rn oth<·r words, you 8fb rele•·l'ing HuH. to Mr. 

De~ I 
Mr. Ot.u•UANT. He wll l h11vc to decide Cor himself when you a-"'k 

him thnt <illtJ<otion. 
Mr. 'rR~nwAr. AJt ~is:ht, ~·('. nr:e _giving him 1m opportunity to pt. 

a sup~10n as to tht- hn~ of mqu1nes that may rome hiS way, I cun 
~ure be io; ,-ery compttNtl. to answer them. 

The P~hlrnt ha~ )I:U~ted somethi~ about 620 million..'-. [ f Wfl 
(C)Uid fCOOOmiu to that. extent, we would not neetl tllAl additional 
lal money • .-maid ""' r. not that.logieal1 
llr. Ourn . .-'T. I woul<l lib to talk aboullbal if I thought I <'OOitl 

ad.l anyd,in~ot to it. [ cannot.. 
)lr. Tll&AD\\"AT. n~ ... ,:tOt th~ ~ion in jtbt. that fonn, looFix il 

( 
up o.o that 1\' t'l can ~t $&.")().000,000."' lou would not C.ft: lo MY 
oi""h•r 1101no of that woul~ bo _,red by reduction of OXI><'Dditur•il 

:Ur. Ot.aPJIA~T. No. 
Mr. Ta:CADWAT, J~ it nol. a fact dtat thf're is tl~·ays a ('('r1ain 

amount o~ wa~t6 in tht ~xpenditum of largt ~ns of mOney! \Vhat 
do ~·ou tlunk lJ th(~ JWI"t'fntfl,:{i!o of our expcndttur('8, for enmpl~ in 
lOW. thnll14'1'111pol is 114'ing wiL<t•dl ' 

~lr. OWI'IIANT. r have no iJcn, because I btW(' no Agur('8 on 
lh•~ 

1\lr, 1'Ht:.\UWAY. It ill rl\ther ~~ logictLl nttitude, though, i.s: it. not, 
to f(!(' l •l1n.t in h1r~ l'XI')t'nditurrR the.t"e is s1.1re to be wilto:t(•Y 

Mr. Ot.ll'ltANT. I c:ould IIJll"eC' with 11 pt'Oposition o r thnt. gtau.•nlly 
t\·tn if T did not know \fh<'r..' it wAs going to lead. • 

~tr-. ' l 'lii&ADWAY'. R('ptt'Q('nting the administration, do you think 
that tbtr(l will still be in-.istt'nce on the imp4Jf:iition of the pi'Oee:t-.""in,.; 
tu. althou~rh cbt c<.unmitLH has taken tbat out 1 

Ur. 01.1PJ1ANT. The nlatttl'1\ of policy relating to the prot~in~ 
!U: u op~ to tht 111.1lttr of its administration, tbo latter aftf<'t· Of th~ Ruf8u of Lnlrrnal Rtonnue .. 11re matte~ in the h.an<t. of tl~ 
"-P!'rtment of A~tricuh ul't', and it is in that eoonectioo 01at. Chtt.et>r 
"".""'appeared bofo,. th~ AJbcommiu .. and talked allouttbe pro<· 
~~t•x~ 

llr. Tu..ww.t.T. Yflt'; but •hale,·er talk ~[r. Davia. r.,orNill~ ~ith 
~in f'xcruti\'f" .....,..ion, and tbfre was no steD~IJh("r p~nl.. ami 
rht LS • ,00 idea to wt these. 1hings out into the open now to makf 
I t'm a toatl("r of pul .. lic record. 

Alr. OLli'IIA"T· T 1..hould not want to Fpeak- and 1 bclien~ l'<'Ht will 
understand mv {C('ling-either for Chest.er Davis or for the T>tpart· 
me:nt of AgriCulture. 
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Mr. Tll!wJwA~. Ob, no; you have a big enougb job IO IJ*k (or 
lb., 'l' ....... ury U•P"rtmOnl.. 

blr. Outou ~~T. Ybt qmte. • • • 
•nw Cu•••_,.•~· Tbe- ~nllem.a.n apeah of ln.iiltt.ntt on the ampo­

•jhon o( tho v..,.,.,.,mg tu. I would hke to lo>O• or he baa .... rd 
of any ma.aliCtnte from the Adnlln~ration u lO Lhe inlJ)()e.ition of 
any of th~ taxtc, or 1re'!' they jtb&. otTered ~ ttUggt"f'tiOI\I for t..b6 
comidtnt ion of the commaUee for what Uu.y .. ere worth l 

Mr. OuriiA_NT. That is my uodtr;;~.andu1g. 'rho P~ident was 
di!iChlr,:::iug lurt duty jn rectmunendang la.xe. to the CongreM, 1.0 
l UI(\ the llmguag~ uf the statute. . 

'l"h~ CnAUUtAS. At. I he ti!tJ.Ue&l. o r the COllUJllt('(). 
Mr. ' fnKAIH\'AY'. Thf're is no (nm&t·i,on but. ~~·lu.'l.. tla~ oommht.eo ia 
a~lut(' ly fr'(\O·)nmded he•·e to brwg in ony b~ll 1L ~'-'PI II'e& t would 
uot t"K\ n -hit r~HrJ)risec..l buL what it. L8 rtlr~ady an prant. llA o rl'~ult of 
the raconuul•IHlrttions of Lhe. Trea.sury, U'rotiJ~hvo of thet 4.1\1'-atlenoa 
tlult. lill Y I.H.' t~Ubmitted here. 

1'1w ("~ uAtRMA:O.'. •rhe gentleman is so accutitomrd to tbaL line o .r 
fltUl't'c.IHr~ Ill• wouhl not. be surprised • 

. Mr.1'rtL\o~·.~Y. You brought it. oiL Let. us not get into auyargu. 
~nt hf're thi)l afternoon. 

' l"he t"uAIUIAS. You brought out the question of inait.«oc:e. 
lit. ~l"l.r.AO•AY. J &Dl DOl di!!posed t,\·tn. lQ di•t>Ut-6 you this aftu­

lltiUI~ Mr. ("bairman .. 
~rhe. Cu•aala A:<o;, You we~ nen_rthele!IS prepart!d. 
'lr. Taf'U)W'\Y, t would not get into an argum~ll •f you did DOL 

iru-1!4. on il. 
·nae Cu•••'u"S. T did w-ant. t.o hrin~ out. th6 het, and T would 

hk~ lo "-'l"""al the.:.tatemem. again, that in ~gard ~ tht J>~ng 
tax, tJ•i• rorpunttlun tax, or any other t.ax, 1f th('ro '" M lu1e of any 
l1ill w ''""'ltnc,•, written and sent L() the commitN•, c>thrr than what 
t h\\ C'onuuiu~~ mip:ht. ha,·e requ~ed in ordf'r to do tho work of t.he 
<•omuuii N> '"I we JCO, I have neYc.r he:ard o r it~ J ch11lltmgl'\ anybody 
I U IJriiiH; COI'"' tl l,l Oil~ line or e.vic.leooe that&. wlll dii'IJJUIU IIlA-I_ st !Hement.. 

Mr. J'm-:.\0\\'AY. LN. me rocztU tltis insltmcc, lf 1 mlly, Mr. Chair­
n u ul. or N"UU"4', I 11111 :-.I ill IH<epnred with inctuh•i(!g, l>llt lH it. uot II 
fllt't--

Mr. 1)1,._:-.,.r. I>Ot~ the genUem11n yicld thror!·? 
Mr. ' llcr.towAY. 'I ant not through. The chairman mad" hi.: ob~r­

utlon to me1 untl r would lilm to make au olnKorvalion before L yicld 
10 M1Jn\'b1xlv. 

Mr. na.s;rY. I wanltd lo inquire what. doctor or proffSt'Or p,.. ,,.f1'd 1h" h .. l fur rout 
Mr. To .. DWAT. { will stand b.tlt or the in.qutrits I am &ubmitling. ·no.,. will bo no troubl• about tloU along that I me. 
I want to obouve further thaL !!Ome liule lime ago ...., ,......, nrt 

bai>P) to ,....h .. ,..ord from the J>,....ident tbat h• did 001 ·~ 
•I••"' " "''ld bo any tax bill. and lh<·n the 3d o{ Ma...,h, a ll ~~ a 
tklcltn, ~t • ·tw mfomwd that there would ~ 1 las bitt. 111t>n1 as 

thto ('ha lrman to() t'IO<JlH'ntly stated., il was lhn>,.-n into che lap uf the 
'Vays and ~lt'an.A Conunittee without t.t.fc "ligbtret ult~ lhrno Wll-~t 1104. 
a lint. oo JMiJM"r or anylhinA in the way uf 1 t.ill1 until ,;uddt t\h' out. 
t•f lllJ--.Itrtou ... )lrot(l(lure of some kind the 8\I~Jl('"'•innll: in Hat Pno_:.i· 

. ( 

( 

UVI!l'fU& ACT'1 ltlt 6f11 

deAt'• na('lllilg'l wtre aha~ i~to ~orm by a subtonunit~ and it is 
.UII ri~bt tlotro. 1 ba•o 1_,-,j ot ..,,d. 

Of eounte _thiJ is not opera to the criticism thai j·ou are nabbtr­
"anoponll a hijl a l,...dy Prtl"'rod for us, beealll!lt al lbo publoc h .. 
• .._ (ew 1"'1(00, tb• none and 0116-ball polges o( $UlUJ'SliOIIa. 11oat 
il u near u the ~'!ncral publi-c knows of any bill BUt if a mf'A..,:tlte 
is not. roady 1dtlun 24 llOUrt or l.he titne the ~h,i nna.n announCM 
that t110 Jo .. rinp ""' tl.-1, and they Ani not di .. ributt<l (.,..ly l O 
the rommiuoe and t.o U1e publ!c in !t'W~!, I miss my guea 
Th~ C nAPJCA!II', You are gomg to Jlll8S u. 
Mr. C'<ICWfM. Mr. ('hainnan, woll the gentleman yiold lhorol 
Mr. Tluw>WAY. !low About oonlinuing our lit1.l& inquiry bock and 

(orlh ( t il' n while1 Mr. Oliphaull.t 
'fbo CuAJttMAH. ·rhorc hu nol boo:n IllY prepaf"t\(1 u,l,t r luavo seen. 
Mr. ' Pnr.\OWAY. 'f'lu•t. wou ld nol. be uccessnry, Mr. Clmirnuu1. You 

tlo not nood it. 
Mr. Hr.r». You 1"\.'Ca.ll the tim& of the .Ucohol t>ontrol bill, wh<•n it. 

"'as published in tho newspapers before it }!;otto our oomaniuee. 
Mr. TatLU>\\1AY. Ther~ wu an incident of the Ynlf kiruL IL might. 

han~ brton alik.., tlu•l't' iOU\~ wa,v. 
~Lr. Coot'l!ll.. Mr. Chairulan, will th~ gentlemAn now ,i,ldt 
Mr. Tltr.Au•·AT', Of•, )e& 
8\· tM •·a)·. btfo~ die ~ntleman start&, y.·ould it not be atlvi•blo 

ro ffiakt lllln= bow long 1 Uutf' lh<' .-imtSS is 1---.oing lo rtrnaiu on the 
......_od. b<•• lonJtlht internaption. .. tnlht. ta.kt, rarhtr than prorco>tdin~ 1 

111~ Cu•••'u:r.: .. I do not think an~-body can tell tmhl "~ hNr lh~ 
~ of \"Wr qllt --1 UUh,. 

Mr. ·hu:AD\\AT. \\~~ <'f'rlainly ('2tllnoc ~11 wilb I he anlfrnlplions by 
lbt t'ODHOitttfo, I hit. iJI ("'trt:lin. 

Mr. <.'cxn·t~t. Will tlu~ ~tC-flllfman ~·ifld to me tor onf- rtmark:t 
Mr. ·rKt:.AUWAY. ()h, yeK: but I JU:-.1 'unted hi knmr wh€-'re w6 

aN' at. 
Mr. Coo1•1!11. J juf\t wuut lo ask thc.,genl l('nlnn from M tl~llrhufl('ltft 

iC hl\ thin)cs twyl.H)IIy rrom the executive brnuch or tl•c Oo\'CtUIHfnt 
ba.." geut, uiJ ld lhl" ~"C:UIIIHitice nuy dJ'ttft, lcont Rtin~ or vlhcrwi,.;e, o[ 
thi• tu bi I I 

M··· ' l' m :_.\1)\\'A\", l t. i .. vrry Jl('CUlittr, Mr. Cluairnum. wht•a•t• atll or 
tht'be billl'f 1\l)(lt'llr fi'O IIl, 1t1fl how innoc~nt tlu.• t~muuilk"t' t&lWllY.M l8 
<•C wla('t(' tlw outho"'hip lit'!M. aand where it cMnC~ front. and All ihnt. 
Th(' ~t"ntltltliiH hn" bN>n on lh6 t•(nnmittee some yta~. •nd 110 haYL' (, 

Mr. C\K1rt.at. Ami \'Oll ha,'a not 1nsw-rred my C(u .... tion. 
Mr. •ra&At)w"' · I .. tit• nne. think wt are going to lfi"l •nJwht~ by 

arguin~ b:af!'k aud fori h. 
Mr. CooPU. '\ft•U han not ans..-ered my qu~Qn. and you know, 

)'OUI>flr--
.Mr. TaL\DWA-1'. Know whal f 
llr. C'ooo'Dl. 'Moat tM drafling .. rvice of tho Hou.o or llol>re­

....,tali,... U.th~ Ol\6 tbaL will propare lhis bill. 
llr. 'J'ouo•'A1'. Thai. •ill prtpou'fll Have P"'P"rod alreody. 

nlat. i.s muc:b better. 
Mr. C'oono. You know tbt"' hAS been no dra.!l. Ol'nl np by tho 

~tary of tho1',.....ury or any oth•r porLy. 
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Mr. ~r.~'AT. I will aceept th~ ~ntlttma.n•e :tattmeut that. the 
draftanl( .en-a~ ll(l>l. ..... n prrprare it~ but "'b.ave pr•JHU'fd 1L"' 

Tht ('atAJKlu~. llow do you know more at.Jo.u. 11 th1n en1 ~-
1...-r of tho oomnut~ I 

Mr. ToOAmu<. I know from 6J>Ori.,.... 
11Mt ("u.ualt.uc. Out TOO ~ at ~ • fat-t .. 
llr. Tar-lDWAY. Thei wiU hat""e it rtedv, l &till iu .. t ... &., 21 hours 

aft<·r you doelaro tho hoaringo concluded. • 
X ow, Mr. Cha_iml&n,l have not. waut.e<l to ~l _proYvkt'd. 
The CHAUUIA~. You ought not. to make l't'marQ likt t.hhl. 
Mr. ·ru~nwAr. l bave. not intended to t~-how irritation. 
Mr. v.~l!O!'I. • .)lr. Cha.innan. 
.Mr. 'l,ln!.\0\VAY, Now, Mr. Vinson is coruing to n~inro•w yuu. 
Now, l'ro(Cfii;Orl hn,te you r~viewNI the l\.-.timflttw of tho yield of 

1 ho tAXM rnop~ by the Pl1!Siaont.t 
Mr. Oa.H•ItA!"T. l ho,·e SN!n Mr. AleLood'g figurM on that.. 
Mr. Tnr.AOWAY, Vid you examine them ~l"'i10nttllyf 
Mr. Ot..u•H.AST. Yes. 
Mr. Ttti!AUWAT. And you •ppro,~e the estimatoaf 
~fr. Ot • .wJIA~T'. Yes. · 
~Jr. 'rar..wwAY. \'ou think that Dr. lfd.eod-ho ~a doo«>r aloo. 

i• Ju~ not.. I 
ll r. Ot.rrn .. n. I do not know. 
llr. Touowu. Of""""' kind. You think ll1at hi• .,..imat .. will 

bo l10rn• oot by tl.., forts .. Jar..r d..-eloJ>NI in II•• ""JlOrien~ of tho T,.....,..,. Dtl,.~n,.nt! 
Mr. (klrii.Al'T. I ha,·e oo doubt. about bb cornpettnl't'. 1'he Trta.~­

ury h•~ to tak~ that risk of estimat~ it mak~ And the, Tre-u:u.ry 
u1 Jl~J)Iu•ed to take it. 

Mr. 1""KL,DWAY. \\rhal difference is there brot.w<"tn thfl ('41(imates 
th11t Mr. McLeod has madt amd the yield of the taxt'tl as 1n1bmitted 
by tl1l' flubrouuniUeet 

Mr. Ot lt>II\NT, J wiJJ h1H'C to Tf:(erthntqul"'tion to Mr. M,•Lf.I(W;I. 
Mr. ·rnKA»WAY, 'Veil, l\Jr. Heh·ering m~tdo the to.lntement, did ho 

not, tluu. they wrre not. ample, noL sufficient~ "'u not. clutt tho 
.. rnl~ment made, Mr. Conuoissioncrf Thot iA oorr(let-, il:1 it not.f 

Mr. 1 l tJ.vDuso. Y eEl. 

Mr. 'l'nrH~WA1'. So that there mu5tL bon ditrea-en('(l. between lhe sub· 
('Ouuuitl(l(\'" rerm~ and th~ figures that the '1'rt'uury ~uelrtcd. 

Mr. q•Jt1HANT, .~tr. DtiJ or ~Ir. Me!.iO<I. hu th~ figure~. 
Mr. \ IStrON. \\ 1U tbc s.rentleman )'ltld to met 
~lr. 'rluu.Oli'AY. Yoo. 
Mr. \'11<00~. 'Jbo di.lf.,..nct was t...-t .. ·.,.n $02(),000.000 and $Mil,· 

ClfJI),ono on f)fmJA.IW'nl taxes. 1nd then th~ othn clift'trtl~ was an 
amount that tot.alf'(l ~17.000.000 on tb~ tt>tnt)()nrr taxft& for 3 
~N,..; hut ~lwl"f' •IS no stateu~nl by thf' CommL•i(;,.tr andiralin¥ 
that thf: fttltn\Atfll •·e~ too low. or anythin~t f'lf that kind. 

Mr. Ta:f..AD"A'-'!'· The f.tatonent that I quoc~l the Commiasioner u 
makmg and •ho<h bo ron6rmod was th .. he •id tho.....,,.., would 
be too 1ow. 

Mr. v .. ,.,N. Oh, no; that is. qu ... ion of dollanc, th~ dill~""'"" 
b<tw .. n $G20,000.000 and $.)91.000,000. 

. ( 
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),fr. Tlta.t.nWA1'. I •pt'f "Kith thf' C4MD1'niss•ontr's •tattment.. 
lfr. VurJQ.S. Tilf' (.;uo~tr will bear~ 001 that ht ruadt no 

q.-i<Jo.-
Mr. Tauow.A f'. lie bore 11M": out, too: so, so far u thf' bHriu~ ovt. 

;, eoo<en>Od we a,.. •II 111'1. All rijrht.. 
.)Jr. Vu«ION. J.et UJt h1w~ no misunderstanding about that. Ltt tht 

C(inlffl~IOn!flr ipHk for hm&St.Jf­
Mr. 1'ltuown. II~ <hd: bo did. 
Mr. VJHiON. If iil any time h~ quet;tiooed the I(.'('UraC)-­
Mr. 1'11.uuwu. II• @fJ<tke lor hiut-.1!. 
ltr. VU'l..-,N. Of tho llfllinaates submitted here by Mr. Mf•Lood and 

the ·rreMtoury. 
1'11(, cu .. u.uu.~. UiJtht. the~, LUigbt ii not. .be interostin~t. ir tho 

I-,'\'Ht1Nnlll1 wall yl(lldf \\'hc·ll1er 01' not he Jovors tncrNIBing tiH'IIUIOUitt. 
i6 aH lo come Uf> tot 16 et!l t lnlt~Cet 

)Jr. 'l'HI"~I>WAY', I ~·ill nnswt.•a· tl1at quostion. I am noc in t.vOl' of 
llDY pltr1 of tbi,. tlx hill flnd neve.r have lK~n, and do 110. ("Xf}('llrl to be. 
Tb~ CnAIRMA)f, \\,by ~Shoultl you in~ist. 011 b.wing an argument 

abouc it. then I 
Ur. 11u~.AJ)WA1". r am not insiaing 011 a_nytbiJJg. I am just ('IOD• 

finnin# :-ome thin,._"l!! erotmd htrt. 
Mr. Y•ssos. You a.re oonfinning noth~. 
llr. Ta£W\\'A1'. Lt• 11§: lcetp aloi1,r on an even kf't"l he~ You ~n· 

Bot irritele me to "*'e Jour nec:k this afternoon. 
Mr. Dmxn. 0.,.. the (!CIItleman yield oo a nuut•r that ,..latN to 

tho pl'ftiOilt teotimony of tho witnosot Does tho ~'t'ntl•man yitl<l to 
Jllf' to 1.!-k a. ({Ut'alon or cwof 

TI1e Cu.uox•"· Do you yiold to tho ~ntleman from Old•homa I 
31r. T• .... uwu. Oh. '""• certa.inly; go ahead. 
Mr. Dl-t'Nt!Y. Awhilf' •J..'O, whilt \"'tl were discu~ing the ('Ur\'~ or 

rec..-eipts 10howing that iu the Iauer pttrt of 19;l5 tlt('t percertt~t,a:ct of 
ta:t rect""ipt.tri nnd iu<·orue was grcJater thnn it httd bf.t.n, our .:rniel 
friNld from Minul~soc .a , Mr. Knutson. inquirt!d of you wht'ther or 
not. thoHt) enla. 1·~J rt~·eir>ls did not come nftc•· thC N. It A. wulJ 
de<::la1-ed invnlld. IH ttuu .. not. COI'rect., Afr. KnuU;out 

~h·. KNO'I'80N. I j\l.i!.( n~kt.od to show how the. cun •e hnd IU~h~l ~~:intoe 
thf' Su\1rt•nm Cou1't hud rulod. 

Mr. )J8Nt!Y. I fow it went upt 
l\lr. K~UJT80N. The but~in~ cune. 
Air. DI~X~Y. 1'hnt itr whttt l1nn toJicing about. 
Mr. KN VTI'<'Hf. y.,._,., 
.Mr. Dlt-XfY, And th(! imp~ion was tb•t you "·~~ nUhC'r p:l•d 

r~at ir wax d("(':lan"tl unronsticutionel. \Yas not that. your irtlfU'ftl· 
NOll! 

llr. KN L'TilO:<. II ow is that t 
llr. Du:l'ET. \Va.." not that lbe im~on you we~ cryin~ h) l(lft 

to the- comrnitttot t 
Mr. K><t:'l"!!()l<, I rejo•••d to,.., that mo.su"' of f.-lorn muniC'd 

to the Amtrinua f>l'OI>It; ye&. 
~Lr. DI~:t~:Y. r want ro refer to the record. 
Mr. K~ Vft!OS. I \'Qicd for it. if that is what you mean. 
.Mr. ])a~:SE"Y. I 1\•anr to tHd t..M ilhun.inadng reoord. 

w.to-... T It- I 
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Mr. KXl"Tttii"· I ha.,.-e befon praying for fo~n~ tf'fr aince.; 
Mr. Ttlr...AuWA'I'. JtN a moment., Mr. Chainnan.. The ~mt&t­

ma" 
Mr. l)u:NU. ~ ~n1~man yieldfd to mf, you know. 
Mr. 1·u.unu.1". 1 yielded to i..he ~nt_lernan from Oklahoma for a 

ql...,.ti~. 

Mr. 0t8XIfY. Yett. 
Mr. TauuWA.T. I trust it ht gennont, bfrca1~ we ha'f& h~ard a good 

dtal about. t.hi• ~rmane.ne.-a . • 
Mr. l)tliiXCT. Now. l lr. Cha1m1an, addmg to lhat Dn'lwer of lht 

s;tntltman fronl Alinnesotll1 le.i me rud thP rN.'!Or,l on Moy 26, IQ33. 
Mr. T•uoWAY. H•s it •nything to do with chis ••• bill1 
Mr. l>lfN&T. Yett, Bir; it does. to rho croM·tXAmin•lion by Mr. 

KnurHOn. 
On May 26, l033, dH! following ll1ernbrrs of lhn lllirlorit.y voted for 

tl1" N. lt. A., t~nd hl're is the iUuminnt.ing J'(I('Ord: 
llaehnrAt h votNI "aye." Crowther vot,f.tl "avn.., l•'r·eer ''otOO 

"•Yt'·" JC'nkin.t \'otOO "aye." And. nf t"'tl~, ~J r. Knuttion will 
haw~ I wittv 111'-.Wt.'r to tht&, but Mr. Harold KnutAOn, or ~tinneMCa,; 
t'Ok'Ci 44ay~."' '.I'n-ldway ,.<Md "-•Y"·" 'Voodruft' 1'0Ced "aye. 
Evan.t v()(_ffl "'a\'t>."' Reed was not- roting. C.orhran, of t>enrucyl­
nnia \'OC.NI "no!' 

Mr. K~OTtiiO~. \\,.e ha"e betn doin~ ptna~ f'~r fincf'. 
Mr. J)I8~CT . 1 knt>"' l'OU would say ~C>mf'lhins:r. 
Mr. "I'I:MnWAT. In aJdit iC'In to th.1~ ma;t I not. tall &.11~ fttntlem•n'• 

aUA·ntion to th~ queEtion whflhtr or n01. th.1t. i-t ptrtinent. to tht> 
p~·nl tint" or inquil'\' t 

Mr. o •• ,l!r. Oh. it'is. AS pertintnt as S011)f of the thinJet you haft 
ukfl(l thLc aftt"moon. 

Mr. Coc:wr.a, More perti.neot than DlC)§t. of them. 
Mr. ' f'-r...-nwAY. Tht:' chainnAn says (or mt tn .cto ahC'ad. 
Mr. K:nl'ft!Ox, Moy I SllY 111 mom('nt thAt wht'n you pl1y with a 

murkf-41 clrc•k you ••re npt to'sJip up once inn wlti l& 
Mr. V&X80N. 'T'ht ~nt lemnu oul(ht not. to n'=l" Chnt. umrked deck. 
Mr. TI":.Anwj'""· ,~1111 l'iJH>kQ u III(IOlent n~o, Mr. OliJ)Iwut1 ;&bout 

Dr. Mt~uill . 'II('! WII-N roruwrlv connected with t ~~~ ' f't'l'n,.ury. I think 
you ~•id lu; lutd lx'(lu ('Ou ... uliNI in ronnt'Ction with I hi~t inoornc ttu. 
\VIuH wn11 hi!J \'il."w of Chttt1 Did he (;uror iLf 

Mr. Ot.u•nANT. _( wi"h 1 ft•h fn.oe to answer it. I do not lhiuk I 
ou~:ht to rt'J>JTI;i('nt hiti ''ie ... -s. do you? 

Mr. 1\w.\n'fii'AY, H ic jnS1 a ... yOu feor_L 1 would uot for« you Co 
a~u. _ Vfry ~· 

\Vltat 1111 tl.., amocrnt. p~ co be obtainNI in the tJO.H!IM wind· 
fall tnt 

Mr. OurnANT. The ..timate on that i-.­
Air. Tk£M>wn. AOOul $100.000,0001 

, Mr. Ouru•n. $100,000,000. 
Mr. Ta&AoWAT. A3 a prof~ and studtnt of constJtulional law. 

whal would you otate to be t.be constitutional OO.iJ for the wind fall 
tul 

&fr. ()uplfAN'T. lt. is In ~ tas and rfttl.t 00 thr power of thfl 
'Federal Oovornmtnl t.o levy an ineomo tax. 

. ( 
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Mr. Ta .. owu. A,. y~ ~ad..,t, W.., that the windfall tax 
..-ould be u1>htld ""'consututionall 

Afr. OuruA.."'tT. 1 am. 
Mr. Tau.uw•r. lla\'t you any thought b to the amount \\luch it. 

.ill (O!IL thf: 0'0\'fmnM-nt and th~ taxpe.)"M'S: in th~ paymtnl and wl· 
ltrtioro of tho windfall tu and the litigation of itl Will it .,.. '" 
f'xpt•Utin . .., tax to roll«t a.nd run down I 

Ur. Ourn•n. l'robttbiY Mr. Heh-,rillj< would bo< a btu-. judi!" 
of th•t. thou I ano. I thiuk he would be. 

~lr.1'tU'.ADWAr. l)o you think it would be pr(!Uy fXpt'n~lvel 
Mr. Ot~II'IIIU(1'. I cJ•) not knuw. I do not kn~w hnw it wouhll'(•IJl· 

rttn' with Olh{lr C'Otupnrttble laX~ from the illftiHipoinlj of th(• nurn .. 
~r of dollnl"'8 it t.llkflt' t.Q eolloct '' lhousand dollnnt nr _. lnx. I know 
that c-om, will 00 iuCI'tlll'l("d ir it. itt sought 11fter t lu.\ bc·n~tHA luw(' l;('(ln 
Jll~ed (t111l•flr 1nd fnrther {dong. 

Mr. CIIOW'I'tlrn. Moy I inCtorrupt there & littl~t 
1\lr. Tlt,..AOWAT. Certninly. 
Mr. Ctt0", nuL Thert• i.s rN-lly no oompanbl~ t4lx. You ~~~y rou 

tlo not lrnow how il would v.•ork in comparison v.·ith a N'IHI)ar.ible. 
tax. 'Mt~l"fi ~aJiy iot no COtnJ)IIrable t.u to tbia windfall tax. il4 the~, 
that w-e h•H~ t't'tr had beforf! 

Mr. OuPIIA"'T. I biiJlJ>Ot'le you could mark out an '"'" o( tho 
fluR"au\1 tsperitll~ with tb~ proc:essing tax and ~l8£HIW' I"C)4J~th idt'a 
" ( what il ••oold l"Qttt to admtniste-r. Tb~y problb1v would hat•t to, 
for tbf Pli!"J,..... o ( makint: their requesl"i to thil Cu.rr.JtuUN on 
_\f)proprlauou~ 

ltr. C.O.,.,..,,.. .... I think it.s ,·ery naJJlt indicatf'S irs originality and 
nftrllh."' 

Mr. Tar-~nWAY • ..,\\rmdfall apples" is an old titlt. 
Mr. CIIOWTitrL '111e.y •rc not ,rocxl appla 
Mr. 1"ur..ADWAY. No; t11o)' a~ not good, and this tax 1~ not ~"0(1111. 
Mr. 0JII'II A!'rf'r. Tho basac f~tirness of the tax l"t'UUtin,o IWNl thou~rh 

it WN't' b11ptiz('(l1111der another name. 
Mr. "fnMAilWAV, Golng from the wluclfnll tt1x W th(' ('OI·rwrolion 

Ill X, 11~ you of thr #'tune upinion IL.If to Chia llf'W COI"JlOrntiun tnt OOing 
r'()n~ it\1iionnl t 

Mr. O l.lf'IIAN1'. J Am; Vefr, ttir. 
Mr. 'l~tr...tOWAY. At•c'(}rdinJ! Co the Pres:ide.nt's I'N!Onun~ndntion, Ole 

t~~mouuts diE~tribuh'C l all c.lh•idendct would be allowrd 11.!1 dt'()udions in 
('(nnpuCin" ~l!ltutorv income- Is that correct.! 

Mr. OuPIIANT, Y~. 
Mr. TaunwAY. 'Jbe ruboomntittee clianRed this J>Oiicy 10mewhat. 

fiO that. tbt'l U't i• eo bf imJl08t"d upon the stah!lory n4"1 income with· 
out dfductinn (or dh-idtnclc. but tht rat~ is to v.try with tht pet· 
f'f:nlaS.,'t' of dh•idf'tttb paicl Do you think this ('ban~ afed.t in any 
wav th~ ron•tilutionality of I be ntw proposalt 

Mr. OuPn..t,,., I do not think it does. 
Mr. TlE..~DW'A1'. lt i~ jn-4 as constiturion.•l ODt war u tht M.fw.rt 

lf one i• uncoructitutionaJ. the. othu is1 
Mr. Our•nANT. J( ont ls ronstitutio.nal. tht other i:r~ 
Mr. TRr,\DWAY. ll work8 bolb nys1 
Mr. Ol~rn,\XT. 1 think 10. 
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llr TaEAn'ouT Sup.,...inl' the Suprtm<' Court o.ba<ald dfl<'ide that 
lh--...... proJI(>,AL, ....... btyond the JIO"•r ol coo,._ to laJ< ••• 
t"'ID4' •hat I'Y'mtthfw would lf& ha'"e in the future tlaton1 

ll;, ()uru•~..,. \Yt would be confrotn_t<f wi~ th•••ne sicu•tion if 
tbt Su11rtnl<' Court .OOuld dtclare ~Wlional any of I he toria;t. 
tDjt '"''" whi<h ha•• nol yet bten htagated to and th""'gh the 
!'luprtttlf Court. . 

Mr. Tl:uDWAT. So that. you are eounting on &J(hng and ba.ltJ\tJ:n;; 
the Bud"'f(ll wilh thi11 ~e'fl' money tbe.t n1.1y be dec:lar'M an unconsh· 
tulional ooll£'<1 ion a,:tam t 

~Jr. Out•UAKT. Only after satif;!yiug ourseh·M tbcl"ft i11 \·6ry sub­
~otanllr.1 1"C'IACJI1 for adopting tbat course of oouduct, of oour&O. 

M ... 'l•~tt!.U)WAT. Ar~ 1here preoedenU, for your view thAt both the 
winclfnll nntl I he C(U'J>Oration ll\.$es nre constilutionalf 

Mr. Ot.lf'IMNT. YH; I will be gh'd to t~ubmit. ~a memortuuhun of 
lnw 011 thnt. 

Mr. 'l'KIAOWAY. l tl1ink it.. would be quite Hhuninatinsc H tht. com­
rnitt('(l t'Ould lu\vf those on whieh you anti your IIS8(J(!iate c:onsultort1 
bnfl hfLioJII!'(I ynnr ' 'il'w that these two new ts:UJ_tpted usc. are conrtitn· 
tmnal. 1'hat .. n bt Jlrovidod. tan it, Profeosorl 

Mr. OuruAxT. Yes; indeed. 
Mr. Tllt..\DWAY. Jw,1. ibt citation, a.nd wheue,·er it bf.romf"'l: ron• . 

l'fnlf'f'll. 
llu thto 1"rta...~ury prtpartd any additional aoureee of new rtvenue 

whu·h ._, miJ,.rtU c:Oru.lct~r in the event this conuniltee finally dele~ 
muwt: to Jl1ll~ additional taxest 

Mr. Ouru"~..,.. A.-. l ha,..t mted earlier, tht 1""~n·y ha~ doDt a 
Jf'ftll deal of -.·ork on a gr'f'at many other t Vi>H of tasC.. There is 
tbt~ JX..,ibility of au ~x~profits tax, a real u~-... .... profil8 tax. 

~fr. Va~AON. Mr. C'bainnan, J sn~ that at thi.-J J10int tht"l"ff l)f> 
plat"t'tl iu tht\ I"N''rd the alternative list submitted to thl'. ltrbcorn­
mitlft "" ;.u~,:.•(•i~:tion~ for ttwc•nue. 

Thfl CnAIItMAN. Without. objection, t.httt rnny be inlitrted in the 
rt•(•onl. I h"''(l & oopy of this list hero. Tlwrc ar(' nine: difl'€'t<'nt.. 
e:ugP.t>"l ionJt. 

( l'Jia t~t iH(IIll('l\t rorerl'·ed to follows:) 

. ( 

( 
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1t W'tl4dd br ~ ..... of ('(Hj,._ tO ra.I.W R'*aatlal ...,..,..~ b¥ l~tac 

tbl> 1111..,....1 aDd 1urtu ,..,e. awtww.- •o ~ ot 1-IJ'W 1o cr. ... ooo ..ad br 
twn~ ww-.rttuc lhf> ~.x ... pc._. aJKt credib tor 4f.optOt,..tA swa. a l'l"eeft• 
.-...Jd -talaf• I~ p~t _..... f'iOIII hJ&b Mtta.X8 l .. t .. oft'f'f'fd M~· 
_..... fJl ("'J1,ort~IMI!t '«ibldt •it»dd ..-cl rriUM. ,.., .... t&iu ~'-ir1buU~ 
...... llJIII. 

Ja ('CIWM"l'tl•la whit eM ~t.ht ot poplblt •~lltlooal (QaalftPikln tUM. 
It a. MINbt# 10 ~. tbllt State and kxal ,0.-enlmi'!IIU .... lDM'fMlndt 
to.minJ co IIDc'b t•.x-. "f'bey fa~ P.'"t: ad•JubRrtHh•. ('OW""Ith'ot-. aaCI 
trc•.:• .. t' dlft\c'U.IIIel tn •ttewi)U to aW),.- lmor:ne. prolllll. and d,....l.b talu• 
00 • Ntalt' w ~~ bhk Sotnt !!:1 &At('tl are now totll~n• ~..,.1 .,.,. 
uu:M. f'n•m wblt'lt tht'lr •.:t:res:alt' ft\'t'ftUet~ are t:rl~l 10 f'\•t'b $360,000.000 
thal'ln.- tht "-""1 )"('ar IO:k.l.. In addUJ-. \'a.J'kiUS foc:.t J:O''t'nuott•t .. lliK't• u 
N~ l '<trk Ott)'. •n, lwtlOidnJC a&e. IW•1 es-ll.ile' t.a:r( .. or ,.,.rrlua IICVI)fl, N""" 
f't>ek•n~l rt'\totn~ In 11ll1 fk'kl would not only add to tbt tax bunll'•~ or th., 
to•'4't lnl'OUJtl lfOUI)t--huniCIIUI Wlllt'b are real IJ10Ulh fn•lir'f'tl lmt 11 .. •)' "'OUid 
to•••J•Ih'atc tb<o ,,rol!l(•nll- or O\"t•tlllJ)pJnc: and oondlctlnJf tasJttlon t~CWI'f'U 1 htl 
~I.P.nll. Srtall', illid lotttl .rov,~rnnK'nllil, 

h• ~l!tWrnl, the iaiU•I'IUIIIVe *lUr«'& of OCW l'e.\'f!OUN for t•lf> f'NitMI 00\t'nl• 
llk"'ll rt'80h"(' f1 .. '11UII'het Into CWO #f<HI(ll!: COn&UiliJ-UOu .anl.l 11\IIK"(!IlaneoUI 
rast•. fUitl ni'l•lOtw or l hf' Income. eo:tate. and lnlwrluu~ tax lit""" 

" 
AlDOl'& J)(*JbiHtlta o·r thoi! di"'C. II'OUP are lht ro110"1n1r: 
(•) 0f"fttrfll •••t1(4Kfllrr.'l' .. ,f'4 lN.-A pot:N.& QIUU~Urffl' .. '" tU: 

of 1. 2. & 4. or G l)tf'C'IHit, wllb itt'IDII ot rOott. tlothlnJ,. aD!I nttdklot tuaupctd.. 

B•li••Jf!ll l'i.cl4 

..__ .. .-.. ..... ,.,... --_ .. - -- --... _ ...... -·· ... ....... -·· .. ........... , . ,. .......... .. ••• ........ .. 1 ,_..L. . . ....... - ....... .... --4--•••• .. ··- ----
J ........ ·-··-·--.......... ·········-··-----··-
1~···· ---··· .. ·····--··-·---· .. --·· t~l..... • ................. . _ ,_ .. __ ...... , ..... . • Pf'lfta'····-···· .............. -....... ___ _ 
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001 

C U IWwUoo Ia pert~UD~ll exempdoaa to $800 tor tloc» t.dlw-lduJ.t lad 
A'W t~ .. ,.kod ~ aDd IIMds of t.amiHo& 1!'.1.-.baated ,Jt4jd, ft.'i.OOOAQ.. 

(2) N••nul u.s ~ tro. 4 pefftllt co I ptftftl. m.u-te~~ JlMI. 
fl2tJ.W.OOO. 

tiJ ttunu ,., .. aVI)II<ebl• bfoelaobt.c at ISJ)OQ ._lt'fli.l .t t4.000~ rWaJ 
.twlrplt tru• 4 Pfi'Cftll ua At'IIS nott ~ a.udef' ._..000 h) t Ptf'ttQl bel•fi!!IOel ••.4.«) aoo teJW : 8 tJt'l'ftMI bturfd $8.000 al'ld ~; 10 pM'tftt bftwtrt• 
Nn) a.wl tiO.OOJ: 12 lk.•n•t•IU betwfftt flO.OOO aod •12,000 ; and ~re • ap 
to TG ptrt•nu on tbat &J'(l'nkm ot ~~ lft es~ ot $$.01).).000. •.:..t~tblttd 
tlflll. f2:11S.OOO.ll00. 

("') Um~r ••• allt-l'flllth·to a~rol)()lm], Ule t~unax raiN Wtluhl bc>ltn at "un.x 
Of'l luNm•"l4 ur .. .000 aud rill!:! tu 16 pertt'nt oo that J)Orllon or lnt.~m~ lA ~·~ 
or t-).f.IOO.OW. t.)ltlnmu'tl 1&~111 , $J10.000.000. 

lr 1•\fJU!!IIutl.f Ml't"i n>dut•t•tl. d~.-C nonnal UIX rate 1-. lnt'l't'flllit'Ct Ml1d u.., IJt.Jrlu 
lt:bl"iltJiv o\ltllut'd In Item 3 ,.oov-e 13 enacted: tM toual l n<:~IUM!d tle.atl I.Jf L>All• 
llUilt~l IU ., 16,000,1.11)(). 

II tbfl •uM•I IK'IwUuJt d•~lt)('d In IILm 4 •OOvt't Iii tad{ol)li"tt, l'Xl'lnlJtlutiJJ •re 
IO'AN-.'tt a n\) Ito~ IIOrau• l 181- tllle Lf J.n(•n>aj(>(): thf' lt1IUI hM'rJ'IU'It.'d ylt-1!1 (jt. 
t"'IIIUJ.IJI~I at ....... '1.f,OOO,l0~ 

(GJ )IJ)I.'C'Ial UJJl'.rUl'll illtui.UC l'Urt8;x. Ot 10 llt."-"'''ll ltl•VI)'fua to Jill UOt'lirllol"l 
hM'\IIItMt •• oo.• tJ(•tlm'li. Jo'1Jit1tl )"tdr lf);J?, :lS:I..:!: ft.wMII )(',fr JU;J,'\ 47:!, 

l ' ndo.,· U~e llnwt•t """-"'~ •n. euJ'IM'd 11)(1()11~ 1:J 1k ftntc:l •• all "'""1~-'IQI!il. 
tk•o l'l'('f'h'f'd In l•)llk'ftl ot iltn!lt•o.aJ *""~ 01• to • cushnum or flt.,O{(l: 
Uf\1M tbat no'*""""' th•n ~ J:M!'f'Oi!QI ul the- prolh~ ot •o hUU.,..hhull'll t.u.w.­
Nif"'l•rt• fW' lb.tt dft-h"frd ff"'O8 a ~ill JOball tJ.io ~ al t'O~ • 
.... ","• turtbt·r. tl.at u~ flnR $3.000 or all lt:M:.VIM' bl aC'l'VUntNI 111 fill'lk'l.l Ia 
aDJ ~ 'r'bto prt,..t llf'OI..-1 -."'JJU.kl recat.n 1bfoj,f. dol ftn,Uoo. ot t•r'IM'd tbC'I,tll"'. 
1lw Pf'OPOIJilf'd ~~ an.a,x 1to0UU alJI)(t. tbt-,...tc.,._ ou11 1.0 thfo ..... mpot 
p;onlf..,_ •• tb .. dt.ltwd.. or aa ludtf'klbltl-• ID('I)l.lf". T'fllo f'frf'lt"l tf tb.WI ~ 
'"""'' ..,..,.J.I lJII to A&"Pit-.eat Uw ~ rtUtJu•lr MJlllll tUG'~ •• tbo• 
nt.,.. 8Pt.tkllbko to ...,...mtod U aplost tonwc.l loNUit'. 

(e) U.o-trk-1.1.-.. of *'luttloa ot ~1 nf'DlpUur)l!l al)ll C"~llt• fur t~­
f't!lloi t•• nvn••l tax ll•bJHs. dlt!IIUiowtog tbtw HftiPIIOU. and t'l'f'\Ullt a...~ 
d4'11Drtlurui thloui Qlrtau.ble- oeot: liiC'OUW". .,..,.lfeetr IV:J1. tM: fblttll Jftr llioK ........ 

Tbl• ... ,.,. tbto JIIMil'tlct t~rCor to the ltM"tm~ Aet or 100-1. Wbt-n tlww u~l'" 
1iun.11 eod •·,.,o;Ut.- are alhJ'¥1'ftl tor the vcu•pot:e clt •INM"mlulnlt llnblllt,) rot •ur­
LIIJ.r., thfllr ttl'l'\'1 t. to rnuu utueh ltrt'IUl'r n!lll!t hi rt'l•lpi4'CUot of lanw huvme. 
Mttb,h.'\"t tu Ill•• b :IIIM•r .-lrtU Ntfil lhlln hl tlw~ ot ~o1n1111 lnt'"tllt'"'- When thl' 
t'&'mj141Nlll •111d crt'!lllt• &lh' allc)WI!hle ouJy In t.'UlUH"'·ttou ''lth norullll 1111 
li!abll t.)'. 'ho·lr Ytlhl~· l.o~ lbe 11nme tor ~til u-:rJ)IIl)'\'11l. 

(7) t:lhnhuuhm ;1f pn•f'4•tU \'Xt'LUJ,tl~'''' or dl"ll!t•nd• fi'(.IIIJ lllli'WII Ji'•"ih•t111 
lnt"'IJI(o ,.... l!'bl('l.ll )etlr Ht3i. tl4: d$:111 re.-ar w:~. till). 

IJI<t.·hl•'11tlll noro:"1 .. 1 h,Yindhhh•Mb!: nro now \"Xf'n11>t tn•u• th_. lit~'f'\.'t~ui no•tut~l 
lltJC. IIJ'IIIk•llll't IU \\IIJ.t.'M.. ,.1l11r~. hlll'l\'t<L. 4111d Hlht·t ))nn.- tl( l!itiiVilhUU tm-..tlll~ 
Tltto t•Um.hllltiOU ••t lbht t'Xt'UllPLIUu WUUI(I ~&lt}\1("1 dh ldl•mht tu tht• ~':I hi(' t"'ll l 
hlf'nt a•<~ OtiW1' l•lrtll vt •n lltilh·I(IUIII'fl. I.Ut-'OUW'. 

(hi Altf'Oil ' ott ur )lft'll('Q' !fiM'('IIk• ~Xt'W)It.lon or $10,1100 •111J"l"' In j'IJIUPU!It!lr 
t' llltt" Ut:rN 10 U tu Mllu HtiM exeutl)llftn In full tor ~lAif•'ll. or ft(UJO>• t~l' 
k a, tu tf"l~ U .,..d\lall1 lt•r MCIIIale.t \.·et·•·f'(>G fW.OOO 8ud f.....,,l)OO, ••ul .... u 
fo f'llwiWUil" It ~••rhiMf ror tstllf'Ji Io t"ltf\W ot '-"'U.OUo. ntt'lll ,.,..r I'..Cl. 
11 ~ ft-c-al JNr Ia}~ ~1. 

Tl'tl '""""""'' lli:Jit1'.1o f'.lf'IIIJ"kotl. or fiO.(J(.(t dt'N auwta Pt•tM' rf4"'t Itt ~~ 
..... ,.._ tol .. m> ~. 1,_ WW(b 1ft Albj(ocot l9 bJICIHT NIH llut.lt tn tltfMp vi 
MMII ....... ..._ 'MMo ('iff'l("t f)( tbfo ~J aiiPretioo .-..u.llt bfo 111 n:CJ~Iq ~ 
.,., .... r,. .oa Ia ran ror .-.H n~~ate~ alkl to f'lluoioatP h t~ ...c•t- Ia ~"li~ Ql 
$'t•r.:a.1. 0"':"1 Dritalo paab M ~ nf'NP(.i<'lft •l•t.,.......,. 10 t-~t•tt- ot 
...,.. thllt1 ~toO "~ ~'*~ 'tll'ltb tJwo ~!lmW.tloo ..,r 11~ .,. mp&.kon at $"'~0)) 
Ia ,._,,~, I•""Pflllal, 

IU) •1•-.ltt~n 11t IU l'lltfll ldet~lk:-'*1 with &bolilt M tbf' ludhkJN1 lan,..,.. 
lll'l .... Ul)l•ft aU tntlot'f"fUUk~ 8od drt;l n!<"'lt'f'\l by AU.) lurllvldul. 4"Xf't1.1( 
tiwlt cl...- a .... ••o~ or t~tt"b IAiw-r1lAflll't' or «1r1 would be f'lf'nll(fd tn•tn tax 
b> l.l*thll or • ru t'rt'dlt ot -.: ..... 10.. n~JC~~tf\'ar 1007, 3:20. 
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~lr TUAoWAT. I do not ba•t. ropy or Wit. 
Mr. VasfiOS'. You ought to ha,.~ one. 
M'r. (;oora. Ynu •t-l"ff 011 lhf, wbcommiltfof: you jua wt,.. no.. 

~nt, tJ••t i1 the ooly rea.~n you do DOl know about. it. 
Mr. Talr.\OW•T: I hnt 1lrt0dy .. id I did no< •PI>nl•• the fondlo8" 

of tht aubcommattf!f • 
\\'ould you t"*rt to diBCtt'OI lb~ ~mion of the poi)Mihl~ •doption 

ol Jan •loujC the line of the BritiSh •1"Sttm lor taxinl! oorponote 
inoorneef \\'ould you mind di.JJeUM:inp: tht p~nt.8)"1ittm in ~nt.nU 

Mr. O tJ I'ttANT. I aut not. prepit.rt!d to extemporize di~ust'lion ,r 
the. Urit.iil'h l'fi'IU'IIl or uu:ation that I would be ttL Ill Jlrou•l of. I 
woul!l be ~Inc\ to 1mbmiln rne.mor••ndum of tbot~ 

Mr. 'llteAOWAY. 'V.- would he Jrlt&d tn h11ve il-
Jlow ~tboul '' ~··u·rnl nuunafnt·turt'rs' .sales tRx1 
Mr. Ot.INMNT. 'l'hut. hfUit bt-en fre<tuenlly coru.;iderf'r(l! 
.Mr. TtuJ•nwt.Y. ()Ia, yff'l. 
Mr. OuPruNT. I would be glad to ~ti,,e you tt nat•mtwruuhnn on 

thiC.. 
Mr. 'l,ar:"u"'AT. \V'h1t ·~your personal \rirws on itt 
.Mr. OLIPHAM,., J •m OPI:J08eid to 1t~ 
Mr. T"un•~Ar. •n1at i,! ont of the I'HSOI'l'J, I FDJ>J~, tl1Nt, t11at. it. 

iB not jn("ludtd in th~"~ proxram t 
lfr. OuriUl!'>'T. l\. may be a I"HJ!!D. 

.Mr. '11ti'.ADWAT. J liUPI~ yoo are opp4~1 to all that. form of taa, 
fttaif LurnO\"er taa--

Mr. 0ui'1UST. Sar .. tu. 
Mr. ·r..r.'D"'AT, And ~nPral ~1-es tax. \Vh• not have a ~ntral 

qales ta,x ju~t u: we11 as a "l)f('ial Mlf8 lax! 'The t&.."CN we have now 
are salt>oS ta.x~ Ita thty not. 011 many commodilifl, f'llX"'t"ially on 
food, elothinl(. f(*SOiine, aod such things u were exempted in a •let 
lax bill! 

Mr. Or.rrr!Al<T. I would not know bow to dolond, II I wtrc ca.llod 
on to d€1f\'MI, imt)C)fJing a r.renel"al sales tax iJ1 the .face of the two 
facls thtlt l lllt'ntionlod, thts enormous relative int~II.Se in bu!llinau 
profit" ami th~ ~JvoidiUl<'(' of #!Urtaxes amounting to 620 mill iong of 
dollsu"- l n t im fnt•('. of thosl\ t\,•o f·aets, I wnulcl not know how to 
(!O t)tlf flrtel tl••fL•ntl lht- irnpo!o!:ition of~· fift ies tax, if 1 had no other 
obj(lt("tion tn tlu· ~"h~ tnx or what tbt> economil'ts c-.11 t1 CIIIX ou 
rort!l ll tnj>IHm. 

~fr, • "Kf..AI)\\'AT, l)o )'011 apprCWt> Of ()\{' <"!itimates of lht-. yirJd of 
th• Pn-<id0111 "• pnrp<,..ll 

:\lr. Or..triiAS'T. 1 ha,·e (',·ery confid~nt'f in lfr. ~tclA'Od'• ~im&lfiS. 
lrr. Tar,owAT. \Vould \'OU gr th•l the T1"f'tittrv hu ii~K·I"'f"aW'd 

i~reues in corporat.to uj,endit~ such as ad,·ea1_i,.,in~r. ularitJ', 
and tht Jikf. tllowtblf dftductions in C'Omputin,r tin~ and ••~•ble 
nf't inromtf 

Mr. Ot.arn '~T. Oh. yf8: thet wholi! matter of rorporatt dfdHf"oo 
rionx ~tiM> aubj<>ct. of eonstant studl" in the Trouury. A.tyoo know, 
it Jl:"n•ro~<s a g<Mt nu.mbo.r of problems th•t are dllllcult. . 

Mr. 'l'lrrt.oWAT. ln Olh•r word!, it has not bo.<.o ~ anto ytry 
oxtenai .. ly, tbon I . . • 

.hlr . Ot.~rnANT. Not u tht basi01 of 1mrnf'chate su~gt"otton. 
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Mr. Ta1W>W4T. What about tho obolity of lorl\e oorporoto..,. to 

d1~otribut~ llll the•r u<·t income each ytad 
Mr. Ou.f'UA!'T. You n.ean1 wbetl){'r or uot. they hn,•e t.be ability) 
Mr. Ttir.AJJWAY. \ VIu•the•· they c:an. 
Mr. Ou••JMNT. 'J1tu extent o[ tbe eurninJt8 distribution, I think 

we are going to find, if this pros--1 •• a<lo1>too by the Coni':..., io 
going to depend UllOII a j)T<'&t many otbtr fllCtors booid"" the tu. 
One f.utor is tht htbito of the txuin..,.. community. Ov-tr lona 
period$ of limo there 6 remarluoble uniformity in the figu,... .. 10 
the re.lath-e IWlOOfll of earninp that are dwributft'l. Anochf'r im­
portant. f.ctor i8 d1at. corporauontt--end J unto, peaking now of 11\o!,e 
,._idely hold-ho•·• ~"'""to great troubkl and gruL exp.uli& in build· 
ing UJ) their l iM. or a-IO<.'kbolders. 

The C1u111MAN. \Vi ii the ~:,renU(!)UilU yield tJwre' 
Mr. T~tt!A I)WA\', Certainly. 
Tbo CnA.LIUIAN'. The gentle.man reC!!rt lo the. gooen"l UlltnUffi.C· 

turero' 8llles tu. On I"'~"' !! of tho pc>Mible oourees of od<Uiional 
F'Nieral revenue, •~ the to1> of the pojCO, the II"Jl•rol JOII .. tu io 
reftOTe<lto .. a s-aobility. IL is uot _,mrnendNI. bul. it is referred 
10 os one of the .-obiliti .. bv wbodo "'' enr"' oould be obtained. 

llr. Tluo•uv. Oh, .. rtoinly; it b08 always been .,.._..;bl~. buL I 
haa not. eeen much tnthu11.iasm oo the pArt. of the ad:miniblr'ativn to 
adopt it.. 

The CuAUUUN. I hope you will not. 
Mr. TKr.AOWAY, ThN-e is " dlfl'ct"t"llCO or opinion obout it.. 
' \11uu, in your ophlion, will be the t.• fTect. on busim.'8!t in gen~nll 

of the. lldOtHiou ot this ne\11• SCb~me of lllJUtlion 1 Do you lhink iL 
wi.U blaeke..n buii.iJK'Itl in any way or uot 1 

Mr. Ou:rnA~"T .. l llhould not. aoticipattt auy radical cb&nge in the 
hobiiB of the blwn- commomil.y wod<r tbi~ 

Mr. 'raz..wwAY. It will slacken the amount of available. tapual, 
will it not, by taking i~ out of busin..,. cloanneb! 

~{r. Ot.o•·llA>-"T. Th8 important thin.g that ia l"'ing to haw•n il 
Oter. about Lhr\."e-o(Ourths of added buwmMi earmngs, if distriLuted, 
would go W Ulxp;aycr-8 who t>•y, iualudiug .urta:!l:es, n total iruli· 
\ 1iduaJ tax in ~X«:et$ Of 13 ()C.I"CQ.nt ' 

Mr. Ta&\DWAT. t\rc you nol inclint-d to think that inst.eacl of 
golng ioco new buwineia enterpri~ veo1>le with available c•pital 
are ~oi.J!g to go to ca.x-e.xempt securit1ettl 

)fr. Ou•n .•• n. I think tbero ouav be 10011,. .,hilt from tb• atO<k· 
holder c).,.. to the tu .. xempt ...,..rlty dua. 1 doubL if tbot would 
be tubstan'lia.l, fOf' tht reasons that. Mr. Kent. enuu1ot.raled. 

Insofar u d1e bill did l'$.llt. in a mo~ ~bsta.ntial di.tttl'ibutloo 
of oorporat.e earning., it u\igbt. ''en• well pro\'e faYor.W" to tb~ 
de,·elopr.ut'td of 11l'.l\' (•ntrrpri.ses, becjube the NlOllOlliib!s sny that. *' 
great. many busiu~r. ha,·e an l':<CeM or '"'Ailllble fund~ uud re· 
.-<HU'\.'\'!fi, and U j,(11'UL IIIIIJ\f Otbe.r buSiHetSeM lua\'e U dearth of· lhc111. 

Insofar as Hu~y do uo out into tho wruauou pool and nrc. reallocSLted 
to uu~lness gene.rall.",.it mjght nry well be helpful to new bmtioe.~& 
I do ~ know. I thmk that gets you into the field of theory and &pe<ulation. 

i\lr. Tn.un•·n. So th~t there is a poo.ibility that this oew !OX 
metiUre may antr-rfe~"e -.nth the use of nt• tapital! 

Ur. Ourii.A.}rt."T, Fa,-orably. 

. ( 

( 

au-...~ua •cr, u.a• 

Mr. TltY.AUWAT. Fa'·O!""bly, you think I 
Mr. OuNt4NT. Moy uolerre."' favorably! 
Mr. ThY..AoWaY. I t. may 00 ctther w•y, thought 
J\11'. Ot.tt·ll~\NT. Yes. 
Mr. rl' wr..AOWAY. Coulll you •ubmil (rom the Tn.on .. ur~ the tQUJ out,. 

&taruhnll tu~t.erupc. &eeurili~ and a. ~port on tcM•I income-c.u 
mur~ and State.ta.x retun,~t-tc)\-erinSf t. period oC y~l"$f 

.\tr. O•arnA~"'T. Yes· 1 can J(h ~ you th~ 6,:U""'-
Mr. \'.,<..os. Will tio• ~o"'ntl•no•n yield t 
1 thank thu 8 in tl~ I"'K"''nl at 1•~ 248. tax...-:~:trnJK fi(l(:urit:iM., 
)fr. Tai!.\DWAT. Tb0 liM of tax-extmpc. 8e('Uritif',.f 
.Mr. Vu~&os. PDfW 2-Jij, for Sttt~ Ter'ritorie.'ll.1 anti tl1e OnitOO 

Stol .... 
A_l1•, 1 '11£AUWAT. It. luu~ been f'l•id that 1\8 on "''t'l'ftl{e cor·porations 

retttin :JO t>el'tle.nt. of their IHIIIUI•l eurnings Rntl di~tribnte 70 peroent, 
and it is Hated that tul(ler th(".o6 circumstRnce& eortJOrlltiorU!I will pay 
a (I)..JWtL>eUt.tax. the same rat6 h Otey are now paying. 

In )'Ottr OJ)i.nion. is that aYtr&J.,"8 a fair basis, or. or~ it admittedly 
an arbitrary figure 100 high for """'" and too low for others! 

Mr. Ou••u.Ao~T. First ~l me ay a •-ord about that 30 ptrunr. 
1 JlOinted out that, of the four billions of added oorporot~ profola 

which would ~,.., to otoc:kholdor, about t.h- billions would go to tax· 
parN'M ha,•ing an efl'edh·e nte on tJle.ir pe:rtonal incomes in exce~~~ 
of U 1><'1'0011!.. So thoL tho flgm""' t.o th.u •lfoct, lhnt corporations 
kl'tfl buc:k 80 pe.rcent. cont••in oor(>Onltions that ktocp b111ck . earnings 
not for th& purposett of buainfM but for the purJJObe of &\'Oiding Uio 
turtax. 1 hil\'e not. Ute fiscun.w, but it is my flUtW that if 7ou could 
take a otnaus of oorporation.s wh086 officers were intemttd ut operat­
tnjl tho corporation for tho purpooe of making prol\.., for the J>UI1>000 
of poying thtm out to t~ otoekholdero. and len" out oorporooons 
tha& •·tre o~ting in\"e.ttment. tru:,1.ti 01~ the 5ide for rM&Oils having 
to do 'dth the individual lt&t.us of &Ome of the office:rs, you would 
fi.nd t.hat. 2G pe.rceot js an 1'-tnt>le figure as tbe nom11l amount of earn· 
in~ O\'e-rlong periods of time that are rotained by 001 porat ions (a) 
lor ll1e plii"J>Ose o( exp~antiou, and (IJ), for tho JHirJXlllle of layiHg up a. 
l"e8C.r\'e .-gninst. conhngeru:.it-'8. 

Mr. 'J'ar .... \DWAY. \Vbll, in your opiniont wouJd be tht'l elfect. of tbeeo 
ne•· ca.xes upon tho .smaller corporatlomt It hat~ betn atated hue 
that tho Ia~ oorporations, tho mooo~o oorporatiOf\0, ore liable 
to r.,·or tlus, and O"'Wd out the Eitnall busir~H~~ rorporauons. Whac. 
is your view on that t 

Mr. OuPilA!\-r. '[bat. l cannot foUo•·. that tlno& b1ll would f•ror 
monopolit,l ie tendencies. 

Mr. Tl:.r..u>•·AT. 'rhen you do not il1ink it. will injure liltlall cor· 
pontion111 

.o\fr. OLIPn .A.N-r. Spe~~king os " cl"ss I do not. 
Mr. 'rRr.A.owAr. \ Vbnl. nhout i~ elrect. on eoniJ)Otition, large and 

tan.nlll'{~lpotilors, for in.~tonef'l . • 
Mr. Ow:Pll.\NT. On thaat I would entertain the auuue opn~1on. 
Mr. 'lltuoWAY. Jlo"' in the future. for tbe pur~ for e~ple, 

of fXpansion impronmtn~ and replacemt'nL of <'Apttal «fWI)mtnt, 
will corporations finance tbtn~lveil 

.Mr. OurJu",.· 0\'t'r a long prriod of ti~. I tbmk "-e_~all ~.od 
t.hat. corporations will finanoo tllt"nWI'"cs in t('mliJ of chtar eanuog 
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fte''Ont 1 ,.,1 tremin~: prtltopte't6.. H .-~ 4J th&!' room now dffide to 
Or$C80i.7.tl I .:orpontiOO, there 15 DOl I dam~ that Wt" N.n W'(. tl) pul 
1nto 1t that hAll not lxoton th.rou~ the- tax milJ and p ud lbf'! 11111-rtax-. 
( ,..nnot da~-tingui .. J• that 'ituation-l penonaUy: l ~~tptek for oo­
lKM.Iy t~froru tht ii.ituation w-be"' a ~1) of nttn h l\'f'i UrJtan•:ud 
• t•orpont.on anti failfd to pro,.,.idf' ,t,uilictent CIJl!tal AI thft ou~. 
and now 'fUOt lllOrf C"IJ>itaJ a00 vo•nL • t&X booUI Ill O"ll'r to ~nable 
U1f'IT\ to ~:tt. tL • 

Mr. KN,'TMN. Mr. Otipluant., tht>R torJ)()n.tiOilll "-ould do 1lwir 
rtGnanrinJ:t in timM or Stress, would they not, •~ 1\ rultlf 

Mr. Ol.u•IIANT. 1 brg sour pardonT 
Mr. l('xO'I'fiOs. 'Phew gmall corporntior\R "'ouhl or Ul't',....;ty hove 

lo clu tht•ir n'fln .. nt.'ing in tirnes or Ftrt'RJ1 
!\1 r. ()1, 1 pu.un. Mt1uy of them woul(l. 
Mr. l( f'fr'J'?II)~. l t. is pn:tty ha rd to J._'\'t ntOIU'Y rt·om bnnks during 

pt·rlfJtl~« ur cltptt'"'-ion, tfl iL not t 
l\1r. C)J WIIANT. V~ry diftlc:ult. 
Mr. l{sO'hiOS. Jlow would they fimmee th~uL~I,·M1 1-"or instttnce, 

a t'OU<"trn th•t i,. IO!iin~ ruoney stradily. ra higl•1y ~~~ittlittd Otgltn• 
iutiun '¥lith ttf'hnicnl workers. would find it to ll•tir ~~dvonta~ to 
hold tht- orJttniution cogether. but in order to k~p th~ organiu1ion 
funttioninf t.htr W'(Ktld t"id:tfr ha\•e to hA\'e a tiUrpiUII l O "0tk on Of 
t h('.):• •OU)( haf'~ tn go IO l.h~ bank$ aud do lheir financing. 

Mr. OurnA:o.-r. lAC nlf' J!in~ an tumple of one comJ)any I hat bu 
btfn (rfCJt~~tntlv ci1ed in the d~oM: "f• tnttrtd ihe grHlt'!ll cleprf'tl\ion in the history o f this tounlry, 
and f "'PI"""' of tho Wt<t•m World. at tho cl..., o~ tb• poriod when 
th• oorporation• bad arna.-1 the Ia~ <OI'J>Orate ourpiUSH in tho 
hU.U.ry o ( tba Weottm World. 

l..tt tnt l)()int out ho"' that h•s worked with reference. to iOme 
f'Otl'lttra1 iont. • 

Oofl ro.,wrntion fn•o~lUNltly d((l(l is tb~ Alutric~u T~l('phone & 
~11ei('~'1'111Jh Co. Thr A1ueriean Televhone & 're1eJtrR5lh CO. duriJlSt 
t~u.\ IO .. yNI I' I"M.'riod f•-c-.m 1921 to 1930, inclush·o, l)oitl oul in dh•idnnds 
a tnt~ll or 11h011l 8.')() mi IJions o·f doJiurs. 

In 01l' ~111Ho. Jlt'•·iod Lhty took bHck in the t~ale of •·i"ht3 to tlteir 
~tvckholcl~rv on five diff~rent occasions. 92G rnilli01tH, 

Mr. VrNtiON. 954 roillic>r•~i it is 104: 1l1illions mo~. 
Mr. Owr·uA ST. Thoreby they provided the cu•hion. 
I will b6 ,:chul to gi,·e. JOO some figures u to ocher t'Ompa.ui~ i( 

1'"-' wmaM bt inttret-r~l in 1his connection. 
l)lr. KNt!'ftON. Mr. Ohpbant.I am more eollC'frntd about.tht nntll 

cnJWt~rn'l that tmploy 12'. 16. or 20 people, who. o r nfCftll!it.y. would 
ha,--. to do lhtir finandng at home. Thty rould not ,ro to ("hica~ 
if tht,r lh·td Ill) in lfintleiiOI.a. 

'lr. Ol..tPIIA~T. That is n,bt. They could not ~ .. ill at. lh~ (rout 
door of tlto b.nk in Chi""l!O-

Mr. K-<t-.,;os. Ute bank$ ba"' nol been lendinjl out any rnoti<Y 
fortht laM.Sor~ ,......._ 

Mr. OuMI.Al't...,., Yes. 
Mr. KsUT1!0"· Longer than that. 
Mr. O uPIIAS'r'. YN. 
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lfr. \lft~"'~. 11•tre i. no I rouble wbatet"f'r about tunung that ntt 
in<'f•nte btlrk inco tbf' ("tlpltaH 

Mr. OtU'U un. Not. tht .. hglu.est.. r am romin« tn lhat. 
ltr. 1\'t-,Q:o-. I 11n ~pNkin,:r now from J)ltNOUal uptrttl~. 
Mr. 0a.JPUAJI\""T. or t'tll «mlpanits. 
Mr. K!\t--nK)~. 1 am inlf'f'fSted in a littlt~ ('(Mllpa.ny that. Martf'tl f•y· 

1n.g ti'idt a auarpluJ t.o tl'H'C a n~w buiJding. The deprtaojon nne~, 
anil thrJ h•d LO ch1> in and dip in, and thtoir SUJ1)1UI hu bf,tu uM'cl 
UJ). But •h4.'y 1\'frtl able to keep tbe or~rani~aliou to~oethtr by ~11o1011 
<Of t1•t"< t-IU"Jlltll'. 

.)f r. 0Mt•ll .\ ~'T. ~ weiJ•UUIIIHged OOI~ipnny. 
Mr. 1\z..;tmMI,, \\ (\IJ, I would say fa1rly well-mllnPgt.'<l; yc.'tl. 
Mr. \"r:o;"'X. ln '"'ood h8ndJt. 
~Jr. J( NUTMN. But what would htlpJX'U to tluu. t"'111fHUI)' t Of 

coun,e tlu•y would tlelt hove gom• undn1 but they would "" ''(' l1id ofF, 
1 would ~ov, 11 tldrc.l uf their· hl'lp. 

~11·. Ol.H~IIA:O.:T. I Uduk thttt is a c 1u~ion coJlin,r for 11 IUOI'\! t'Xttlulc"ll 
ll.nd iUuminatin~ an~o~wf'r than I rtu) f!in•, but 1 \\ iU try. 

Mr. KsuT•nr. Do yHu not think it cnlbl (or mo~ l!ludy th•u we 
unq .• -ro1.U$( to ~iH' thht pro~l tu. the present tin1tl 
~lr. Ot.JI'IIANT. No. I lhink th1t. we han· titudicd tbn tn041S(h. It 

boi.ls down to a <lll("ootinn t>f policy. wbich 1 think ( ran outlint .. You 
ha"e to lea,·e to~ ~eid('. I think now. i! you fa.~ yuur mpontibility 
in the imJJIC)bition of tax~ nry poorly utan~ rorpora.~ l em 
talkin~t now about tht I.,... I rorporatioos. 

Mr. """'ON. Mr. Oliphant, will you yi•ld to nM> ( or a n-.oment 
be foro Mr. Troadwa)' s:-1 

1 mon' tl1at. on bthalf of d1t majority members of tiH!I coromittH, 
w~ r.xtend to ).lr. 'J'r8dway • \'ote of tha.nb. 

Mr. 'l'luw>wA1'. Oh, r do ,,.., think that i• al all gonnan• to tiHI 
tubjed. bt>foro ut and a.nywa.y, J tun not going to lea,·t. 

Mr. VtNjj()N. i' am trymg t.o ~.,..£at what would bapi>Cttto the 11nall 
pack..-r. to u.fM\ an illulit•·a tion. 

Mr. Ou••ttANT. J , too, wnnl. to conle to grips , .. an thnt. if l ~n. I 
drink wa hft\'fi t.o Jra\ve to on6 8itle tbe pocJrly 1nnna~ or mi8rnann~ 
t\Orportttiomt, tim COI'\>orntions lhat we luu-e ltcnrd nOOut, th~ IOCd l 
HU1111t.'Otpornt ionl'l, w u~1·c you find that the pl't'tUclenl hu beeu tllklng 
out. $aO,OOO o yea r llll llry, and the corportHiou.'!l lhat m.wer p11itl n 
llollnr in dil'itl..-nd~; that type or siluation ""' IC'&\'C to one to-i,lt:. \\~e 
a.re. talkinJt Mhout. the "maU l."'rporatiOn1 the we_U.rnana~ t'OrtK>­
ratlon. 

l]n,Jrr all ordumry fi reum..""-anl"t."i! !'nd in. aU onlinary ll_n~. the 
nt01 of t•.s~ fi'U~fd "''ould make at./~1bft. for a corporalaon to 
lay b.•k the oqutvalenL of 100 pe...,.,.L o ill< Hmitlj!l onr tl16 period 
of .. yeu~. and tb.at. ctrtaanly would cake care- of a ~1. nllny of tlte 
Lype of corporal oon t haL you a .... properly ''""""'td abooL at ""' 
IUQilhtnt. 

Thtn you b1vt, it .tiHt\tro co me. ste aside another largt p:roup of 
c~ tnWI corporat ions of 1h~ type that. ,·c.u t.n: thm~tn,r • bolu. r 
k!&ow 1111ny o f thrm ou1 in my t·ountry. f he typlcal JUdUI"tt of tiW)tle 
Q)l'J)Orelion~ i.-that they arf+ hf'ld by relatif'el~· l!maU grou1):L 

Mr. K..'<tm!OK. Lex-ally held. 
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Mr. OLJruA!CT. l.ocalty held by a "'l.ath·tly uuaJI Jrroup who are 
Wf,rkm~ t~thcor \erY mUc.·h on the btii.i: of • pan~,...hll)• altl\ou,ta 
._1uaiiJ takiJlg tllt fOrm. of 1 rorporatmn for nr.\ !CUlltt,lanuaJ bu..~i-
1\4 ...... l"fe..on-. wrluclin~ lim.itatioo of liability, rontinuaty of lbt" finn 
1n C'A,.tlo of dtath. and t10 on and !iO fOf"lh. 

TI1t'~ 1• a \·try wide poop Of rorponliO& Of tht t'l&. ... tf1at Wt> 
ar. du .. ·u,.,..•n~r n~tbt now. 

It .. n-nt.. .. to 1uf'! vou tht'n appl'()a('h this ((Uet-llon of llf>li<.>\', anti it j,. 
apn•IM'" of .Mr. ' lf'n•ad•ay',. que ... Uon to lllt as to thf. Arbitrary coha.r. 
ltlt•r nf Ill ll\ t'rll--'"'· 'fhe Congress is lt"gi~laung rur tll(l t"'U111 ry u 
111 •hull•: rtiHI then.~ romea tt. pm.nt. ~ewhen: in mnkn11! ~~~i"l pro. 
vil<jlfiiUt Cor t~r,.•(•ial1froUp8 where there isdn.nger or jt•oruardizing till\ 
prnviJoOion lhllt. it. i~ HUlking for tll(' rounLI")' 1Ho n ¥iltOie, ltmin~r ,i,.,rhL 
of Ill('. fm·t~l borrtn&C. of concern about. portrt'lrlnr• trt'C•ii. 

A f iN' w~ lun·e t~nid all thnt, ii. boi!JJ do"~u h•lt ~roup of tl 1(1~ ~1111111 
c•orporRti(mlf thnt.. we know about and nbout. whi<"h we 1U'(' t'OII('\11'1100 
thNl I hfl\16 Ibis to day: 1 

I «'MIIIot .,Cttnd here and gh·e you ono hon('to.t r(la"'n tor Cl"('lt Ua.g 
any one of those C:OrJ>On.t.io.ns tax-wise in a difrt.re.nl la.&hion than 
)'OU Crt'at tJu, 111111 next door who is: openuing IS an inf.ii,·idual r>ro­
l,.~t"wr, or d~ finn atrot<S tbe st:reet ..00 W operatin" as a ))l.l"lnt"r· 
iht(>. 
. l.lr~ K:-.·~.s. Out, right there., Mr. Oliphant, you kno" ch•t an 
tndtv~dual or a pa.rtntl'bbiJ> does not. hu·e thf' O\"trbMd tbat a ror. 
l"'•ntton bas, u a rule. 

Mr. ~·u .-T. I htl' your J>"rdOD f 
Mr. K:<L'n!C>S. A partnen;bip or a pon<Onally owu.d <'OIIlJl'lll.l' d.,.. 

noc. Juwe the ~pew;e that. a ~rporation hu. Take a P.:'rtntnchip. 
(WO .mtn, W6 waiJ say, conducung • moe fltOre. They (lh·ide thrur 

r.rofit• at. th& tod of l_be year. They do not ha,·e, as a n.1le. the o,·~r· 
ead of lhe Mrponhoo. They may hu-e one chea1> clerk. Out. if 

that. wero a cor,Ktrntion a.nd a 1jttJe lar~r, th('y would haxe u. u1ttch 
b1g~er overhea< . 

l lr .. OLn•nANT. l do not quite get thn.t pichn'O in tho ternU~: of my 
own ~XJ~ric.ucc, ~RU,Sc, of eourae, uca"OAS the. t;qullr£' from thll4 part· 
U('l"i;.)IIJ> shoo sWN ~ l!lnothc.r shoe store., r1nd th086 men hnvc gone to 
!btt l0041l lawye~ 1md \111!le.rl>tti(1 those Joco l h1wyel'l1 to orgnnizc: them 
IIllO It COr()()rrtliOIJ by filuag 801l'l6 papers with the. Socrttuy or Slrtt(l 
1111d thton11J1 n4)1 muell difl'e.rence in their 0\'C"rhead. J 

Mr. \ :u•oo><. Will the g•ntlem•n from Minne80t• yi•l<lf 
Mr. Kstm10N, Yes. 
Mr. Ytl'>*l.S. l Chink the gendtman from ~.linneeota would likt to 

~-· JIIJOI. how tb;. dooe!y held <Orponltion eould i;"t tl•• mon•y 
K"h 1fU tarnod WltbOU~ the payment of the oorporate tU 

l lr. ~Xl-rtoJt. No; that is not. what. I wanted co know. • 
~lr. \ ~""""· I tbOUj!~t you would be in<t,....od to !mow. 

. llr. K:!rr~T~s. n,at 1! not. what 1 am inltmittd in. \Vhal I am 
an~n!lllf'd tn I& to~ tba.L that. small t'OI"pC)ntion-it is a mauu(ae· 
tunng ~r~ allowed ~~~ money tO t'arry throu~b. 

Mr, \ "*'"· RtjCht on tbu pomt, ....,ming it ilia •1-ly held ror­
rurauon a;urhbJ~IjO\I h&,·e. mentioned, I shot GiOre or I lolnaJI HIMIHtfnc· 

rntng ,.... "''"""" ownod by 6, 8, 10, or 12 peopl•, il 100 per-
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«Dt of thf adjUolod net inrom_, wtre doda~ in di>id<'lldl. the 
<'li'P"rauon !'OUid I'"Y uo OOrponll• 1.u at all undtr th"' plan. 'nltn 
tht g<"ntltn,.n rould lend baclt to the oorporatioo tbt "''""'Y· or &boy 
rould buy mo~ otoclt, and the rorpontion could hn• tb• "''""'Y ror 
.,.pita! purrc--

~rr. K_:('QT'I'!().N. Y •; but is ov this putting a pr!'mium on fii<A"k 

~·-' Mr. V'""'"· They ....,uld simply hne to pay a tas upon tht dt<i-
dend-o thot havo htt11 declared. but they could lend tho monov back to 
the t'(H'l)Or•tion, e,·ery dollar ol it, if they w••lled to, wit"hout tll'" 
IWYillf'nt of JUlY cor~>orate tax. 

Mr. KN"U"l'tM)N. \\ e will ~uy this, ~[r. Vinson, Uut.ta. de\Jn.....,--..ion Htt­
in tuul ~:vf\rybody h1uc l.l(~n nble tc> go ulong for L2 mont "'• but. llwu 
rbtlirt Hurpl u.~t lw.NmL'$ 41f'j>lc.\ted ami then thev ha,~o tfi go to thl' h1mks 
At about the JtiWW tilllO u I over the United $tntes; then whnt kiud or 
11 strftiJl i~ rlwt.. going to put on our banking syR.<'mf 

~t r. Out•H ANT. l think that if in tlu\ meantime wt IHt \'4.' trt"alf'd 
errrybody "like, t10 rar aa Ute tax burden is conoc.med, "0 "ill 00 in 
beiwr .!1•1"'· 

Mr. K:<t-rt~CJ:<. Yo" oertainly would not treat tho illlall telepbooo 
eomp•rn~ the frii.Olf' w•y you would t.he --\JD('ritan •rel<'phont & 'rtlt"· 
tral>h Co., would you f Thty ore not rom parable a.i all. 0116 ;. 
linan«<l rij!ht 111> to the <.'bin and tho o<htr one barely up to the anld..., 
ill ma)~ tlilf 1 hat exprt'Mion4 

llr. ()u,. .... ~--r. n, ... is right. 
Mr. li<'C'<*W.&CK.. ~lr. Knu~n. what do yon UlHD b\· ~n1all", b\' 

the t>Xt>"""ton ... Take thi~ ~tall manufaetur"ing comp•n)·"'~t • 
Mr. Kst-..c>:<. ~Jr. Oliphant lillOke or ti\C' .\ n,.ri""" Tel•phO<lf & 

Ttle,tnJ>h Co. Now. we will take a small rompany thiU '" o.-rK'11 
locally by, we will ""Y• 100 or 200 subocribe.-.. 

lit·. D1.sau.a... An• uot a lot of them mutual ronJfani,.,! 
Mr. K l'iU'ftiO.S. Nn; it. i~ ll rorporaliou tl1at hu. think. about 00 or 

60 hh.itkhulcl("rtl. How woulcl you treat tbem. it the,y hnd lo hue a 
eon!!id(lnlblc sum of money !ot· rcpla«nH.•nL"' right an thf! .nid .. t, ot 
de\>rtl~ion, when th<' lHmkR n;fu~ to let. then\ htn•l) nny moucy-t~ ucl 
I< o not llt.'NI to remind ,>.:ou thnt ttll theso smo ll telef1hone c"Otupfl uh.•~:~ 
haw htltl t~m,.itlen•blc~ chfticulty being. fiunnoed (Wen through 1 he It{'· 
oonEttructioo P'hHIIl('t.\ ('QJ"(>Oralion. 'The Reconstruction J+·irum~ Cor· 
r.oration bllid thflt it j, HOt~ security. 

Mr. D1so•:u .. \Viii tJ1e. gentJe:man yield for ru1 obsen•atiou t 
llr. KxvrtO:N. Yes. 
Mr. Orsot:u. Uocs Ute gentleman know whf tho •mall comJl'lni .. 

oould not gH mo11•v tbrou(.<b the Jl<const:rut<ton Finllll<6 Co'l>Onl• 
tion, as far u I he celepll.Oile com parties are eonotmtdt 

Mr. Ksn>o>t. Yes. 
~tr. DISOt'.l..l. l.A!L me gh-e the gentlentan my opinion: It i8 bfouat~e 

thty ba,·e no IQ\f'!rotmeut; lhey .ntn their wires on blrbtd·wire fti'K'tll. 
TI••y a,.. mutuol organiutioos 99 times out of 100. ~re ia no buio 
for rompart..on bot ..... the Ameri...., Telephone & Telegraph Co. 
and the mutual rompa.nies. 

Mr .. K"UTIIO><. Maybo tbey run lel~bone _Un~ that woy up in 
'Deh"'Jt, but UJJ in our cou.ntry tbey stnng their \lllr\"'ot on pole.. 
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Mr 1)1:-uD..L. '11uc tS tht ws.y they run d~m m .Min~ a 
ltr. KJIIL~.:t. 1 thank the ~ntl(!lllln fur hi· Vtf1o· valuab~ eon­

trth•-IH•n. 
llow would tb.-.. .,..,pie finance them ... r-t 
Mr. Oul'lr.An. \\fe • .,. talking about a fOI"JlOracion that tta. .. f'1lm ~ 

inlf"'. art trt' not l 
~fr. K' L--rM~. IA!t ~take a small telt"phont ("(~IHJl:any. You 11..-0• 

tionffi tht~ Amertcau Ter .. ,,hone & Telt'paph Co. 
Mr. Oui'IIANT. \Ve .-i 1 take 11 smal l tclt>phone company, hut ~ 

tuu"ti"'"UIOt' it h•"' earnin,..rs; is not that truet 
Mr. KI\ U'nlON. More ur less; yes. 
Mr. Ol.ll'H\!'IT. Wt must assume thnt otherwi~~e they have uo t.ax­

tt' J)My. :;.., wt an• dul.ing with a. ~;~mth tel€'phonc l'Ompanr,, whie11 
in tit<- mitl~i or •lep~•on hAS e11rnml(8, and the qu~llnn '"'· what. 
,.CII'1 of tax t~huuld you put. on that. CQtnpnnyt IJ4~·nn"'-~ if it hM no 
t•uruin~. it is inn tft•tiriL position and pay~ 110 fliX. 

Mr. Kstrnw•N. Supp<N thti! lelephone lint" i)'l worth $100,000 and 
tht•Y tun·t. W(' will !'ltv, 260 subscribeno. runellint•"· 1-Att·h htl~.'rt!Jer 
p&\~. $2 a ltlouth, aud t.hn is $6.000 annually. Thlil ill U f'H"I't'Nit ou 
a $tOUJlfK) uhtilliuu. \Tl1ere does the l"t'pluC't'nlent ~omo jn thf~f 

\lr. ~fr( 't•tUtA.f«. 111al is deductible undn tht ~tal ttl(' .. 
\tr. K't"T!!O~. \\'bat. I want to find out i .. whet tht ~8'(1("1 willlw 

un tht'ot' ,..,all rorporalie>tlF that eitl~r muse ha\'f' a liUif' JCUtph.UI on 
"hu·h to t"ntC'r 1 dfp~iOU1 or 1!0 thro"· thrm~h·N on the lllf'rt•y of 
lht· ... ,~. 

\l r. Mc.n.oa-'ut" You know that mulf'r thh~ UJ) I() $'20.000 on • 
.·.n /,..".,."' ,._......_.~. 1 .. m•ll eorpontion would nM JltiJ anJ mo~ tbau 
11 t '"" now under thf' ,.,i~ins;r J.:.w-. That i~. t~ty c•ould l'fbin n("arly 
•• .~•}·flli't"\1' 111 t"f"'f't'ft' cNt a $20.000 !>l:ttmory net tnt'Oint. .r\ , ,,.r the de· 
chW110il~ (or ti\'JU~.·iauon. inte..rest tha~. end all other ~ttttutorV 
•lt"'luc'tic•u". whal they C'OUitl r~ui.n for Rtrpluw would ba p~•tty de». 
••l :'\4) JW"n'fnl b.!r~ chev ,.,·mtld pay the COI'J>Oration tax thc\y pay 
r·uw. 'l1111f ill lnY urtde~tand.ing. 

\lr K s•·1~1N. 'Mr. ~lcCormaclc, why are nil the •Hn"ll f-,nc•kt•t~ COfl • 

"'I'IWd wltl• tlti~t le~i.,.httionf Why do they nil t•xpt•<w ~tppl'('lu.•n"'ion 
l luu tt(C(lr thilf lnw hn.11 I>N•tl in l~fTect 2 or 3 yet~ no~ HH• j)ft('kmjl hu-.int.~ 
"'ill lx• in the luuui.JJ of the IJi~ Five1 

\tr, .Me(~t•M)tACK. '11tt."ir opposirion is on Ow n·intlfltll hu:. 
.)Jr. KNt''f'lol)~. Xo; I am talking about.~·"·~~. I atilt not lnlking 

al.1uu1 tltt • •indfaJitax. 
~lr. ~tc{'tri_)IAC"K. I did nut hear anv O)lf)(lt>ici(lon to thf!: !"f'M'rno,c. 1 

,,..,.., ahoot tho windfall lax. • 
\1r. Tu .. ~w<r. Mr. Oliphant. Pror....,r, th•,... '"'" boon a !l""<i 

flf'll A~i•l about l•rJ..tre and snl&ll corporatie)IW. f)o you d.-.w any 
da.tmnion bf.cwf'lfn tbf' t..-o in the !len.,.. of tftkittte7 in ba..inf'8.4 aod 
1h11 tort or ehin~r l • 

Mr. (~urttAl<T. For tax, ... ...,._. 1 think it iH ditlkult to draw ""1 
tf11titUK1101'l."-

}lr, Tw~t.AO\\'A'r, l hatl ntort in mind t'lrrYinJ: on th~ btt'«iiM"!C& r 
&htnk I ran ""'1• wllh9ut ,-iulatin.g the c:onfidtn~ of an ~nrutiv& 
~•••n. th11 you maclt f!.Oillr ~f•~ to a dh.cinc-tinn ~CW('("n lllflN 
.,,,, mall t>twporalitHJS wht'o ne W("rf h~vin;.c tht· .. utx-.utntjUt~ 
lll•f'' lll'-'· 
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llr. OuriiA'T. o .... or th• thin"" I ,;aid'"" thai 1 tbouj!bllhat 
tJCht-1' thint> bfan~t fquaJ~ bu~ness profits d~rind frorn lar~ ("0,.: 
poration. •ntl from Mu,&JI <'tlrporatioo.' ou~~~ all c.o bt-r chto •me-. tu. 
burd~.n-chat a'"-. tubjf'CL to Jiu~h quali&.euioos u: Cun.grt!IIIIJ ln aca 
wi~loru nl&,Y H'6 fil to iurorporate. • 

Mr. 'r.&.,r#w.AY • .t\Munung that tbt I~ corporation could lltand 
th• us bott.r th.., th•· <mall eorpontion, lao the small r.u., anr 
pn>(e~Yu«', in your jud~t·mwt t 

Mr. ()tA;r•nA!I>T. 11tt' terrru. "l•rge corporation" and "-tn•ll roroora.. 
tion" are not. int('rchnn~uble with the tenn$ "l•rge stockholdf'lr~ ond 
"\;rl111ll Floetkhofder", because there may be. small hlOCkhold(ln. ;.1 la.r«o 
corporations 111d lar~ stockhohlen; in smalJ oorporntions. 

1 think tht• only 81lftl thing to do is to go bllt'k anti ask Otlr'M'IVCIS 
who J>"Y~ fhf' t~anog, l believe tl1o tax cornt'S out. or the andividuaJ 
fin.t ur In~•~ tuH.I, IMkiog ttl t he individt~~tl, I think fhn only 11&{0 
naJe l() apply iR thad. profits from busin(k.S, by whomc'·~r derh·cd 
whotever lliM tri1.t' '"' a. t.xpuyer, and whlltner tlu~ ,;i1.e of the ror! 
pQ:ration, ehould nil ).)ttlr the Rme tax burdE'n. 

Mr. 1 'nY.AO'A'AY. \\r~ hat~ I,.,~ mau,v "iUle$;e8that~nW'CI to rhink 
th~v would go Lroke tf thUJ tax l8 putanto eJrtct. Quiet a ~ood many 
ttsl'ifiNI alons: that linft. You do not a~o.rme to that f 

Mr. Out•nAMT. J daft My yo.t •ould have that experitnl"ff on any 
tu p...,.,..l to,..,,.. S(11t0,000.000. 

Mr. 1'RP-AOWA Y'. h wooJ,I bit tom~ of thm. pretty hanl. 
Mr. OuruA!t\"'T. I think that b una,·oidabJt. 
~Lr. 1'a:r.AD\\AY. Out if it hit the amall man. of touNI'!, thtM wuuld 

be numerouB rftti\ f'l\ohit• result. if that pro,·es tna~ would thfl"f! n()tf 
~lr. OurnA~T. I am cf.ibinclined to think of it in t~mur of hittaog 

th~_muUI man or the big man. Let us say l ha,·e a dh·idend inc»rne­
wh•ch I hav~ not-<>( $.100 and that i~ is 5Uddenly doubl•d. ll ~"'" 
'"rue I ahouhl pay an added ta.:<. My n~i~hbor next fluur, a widow 
livN: on nothinJ{ but ~eut& The woa!\lln ne.xl to her h~~e uothin" bul 
t>Om& bondii rrom winch Kl•e roll~t8 t nrertsl~ 11u~ man Jl(l~t door itt 
the l)r-ilwipnl ()(the lucoii!!Cbool, nnd i.s getting the Mme. $90 1)flr munth 
thaH he got 'I yen 1"8 1-'1(0. I think 1 iltu tlHIJ pen;ou to J>IIY thf\ lhlclt-d tAX 
ratl1er than U1oso other tltr<'e, and that is wh~tt thas dOOR to fllfl, not 
beeouH<> onyiJody objeclo to my having the u<lded divid•nd """'ir>tAo-l 
IUI8Un•c ever,\' body ill ~(lad of i't- it tuef('fy ls h(~llll-'1C 1 111n rnm-i• nurly 
•bl•. w do it; I ooutd do i~ with '""' har<khip to myM"If and to my 
funlly. 
. Mr. 'llcEAD\\'AT. J f tbt opinion that. we ha,·e had that. it. would n~ 

SJtate borrowin~ on the pa_rt of the- smaller eorponuions ill t"'I'f'f('t-, 
•·ooJd that ~,·e blinking inR.itutions an additional hold and •'OOtrol 
o•tr industry I 
~lr. Ouru.Al\"T. Sin~ t~ 'tyr>iat.l picture of tl~~ ,.mall irwitutJoo, 

lb., limallor oorporatiM is that of clooel:v held oo.,.,....uons ,.·herolbe 
owner. know tach otbf.r. and since the~ are so manr mtw.n. a\lilabk­
for "'"''""ll tho.e NrninjOI ou~"" tha~ they become ruhj..,L to las I hat 
•••!:~:bodY •1>¥ hu I<' pay. and lhen pulling th•m loo•k. I ''" niJ4. 
~nl!C1pet6 thot hard.hip lo tb6 del'""' wiUdt your q.,...tiort woold 
mdK'a~. 

Mr. T.E.ADWAT. Wbat would be your ,-i~wlS of the powibilttiet!l of 
another dep~ion t'Oenintz on, aud, no SUJ'ph~ having been aCC'UIUII• 
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l1ted bf w..i ...... (()nffrDS I<> ,..,. that •ituatioo, (Onlput<l wilb tiM' 
iodu.tnal busi~ of t.bt country: how cu.uld .tb«"y atN·u.-. rt\'t'DU~ wnh 
whi<'h to mfotttbt dcopress:ioo l \\ e hope at ••II not occur, but..1ffl ba,-t 
to eounc.on it., ha\"t •e noel 

Mr. Ourii>'T. Wo bl\·e profited and can proRt only by our J>w 
0~_,..,.,._ I ran onlv rop<OL whu I said11lat I he great<R dep,.... 
t,ioo in tht hb.t.ory oflhco c:ountn foUo~·oo the &CC'umulalion of the 
gr'!lt f'iit rorporate, surs)lu.-w. in tb'e history of tlu~ cou!ltry. 
M~. Touu•·•T· Suppooe tllat .ome o.f tho ''"'Pht><'"' mould oom. 

\.M,I(', anti l"t'Ctinnhips and ba.nlo-upiCICJ! ret..ull, watb boncb: depre­
c:ut.tiu(, benb unwillw.g to make 1011Jl!IJ, ~JI\'C~Shnent.. ~nkf'l'f' a1reacly 
upc•·1u ang •II the bui!oln ... sses they could ; m your opmaon, would the 
Clov('mlll('Dt. theu SIC!P in and arra nge (or lh(\ ru.~try fiuan(ling by 
'11'-l Oo\•l•rurnent,f 

~'lr OU I'IIAS'r. r Rhould think thot the GOVCI' 11111{•1lt iN·~ Hk(\1 ~· to 
IU'V" ~() ( liCe thtii unplerucn.nt a)t(!rl'llllive, j( by tiOII IC fuir lnX bill of 
thi,. t10rt. wa Jt raighten out. th11.t Budget i)ICtll n". 

Mr 'ntx.u)WAY. Str~tigltten ouL the Budget. picturet 
~\tr: OurnANT. The Bod~ picture, lUI l'ep~nted an the. Btl<lgtt 

m~"J..'f'W ot the P~iclent. a bill to replace tbe taxt:s thut ha,·e bet1l 
lo-t 

Mr. "I'IY.\m•··u·. 11ttn vou maintain Rill that. thi" i.K noc .. & bad tax 
lrill/· that.tlltrt" an- no inequalities or no io!f~ujti~ in it f 

~ r. Ou,.nA~"'T. 1 ~V that it is a tax bill t hal l"f(luCM ifM'QuaHtae;. 
and ialf'quitiN loa minimum. I cann()(. tl1ink of a trin~lt tax, I cannot 
think of a JiijnJrlt law but •·hat T dar? ~y y()u c<Mal~l p~ n~ "ith a 
t•ttiC'Uiar C"a1'1f! wlwre tht Ia•· .-u un fortuuat.-. It '"' n01 that pt'rf«· 
tit.n of fairn'l"'"' to ~''""11'bodY that thf. Coo~ ran ho~ to attain. 
\Vt~ try. as 1 ~it, and'that is certainly the itltal ht·fort th~ Bureau 
at. a11 titnN in itudvin:: this thin~[ and J~iblt.'l tax lrgillla4ioo, to 
l"t''lut~ tJH~ hardships and reduce tb~ e•itt".H of unfairnrMs to a 
minimum, noc c••·r,•in~t lhe idea too fur, to tht' f>Oint whrre you l010e 
•ls.tltt nf che rnftflrt ol r he people for whom you a_rc Jegi~lat in g. 

.Mr. )bi.J). 'Will i he gentleman )rield tbCnt 
!lh·. ' I' IH',AI)WAY. C£·rtaiu1y. 
Mr. lh~t'J), Mr. Oliphnnt,'I j111;t wunted to w;k u. <auef!t ion. Of cou~e, 

;mu h11\C CliUS~;ht ec.·<mom.ic:s, I •li;Surnef 
Mr. 0l.Jil11AN'l". 1 IHIVO not· no. 
Mr. ltrtn. Frt1ro your leaclJng of tax IRw vou hav(' undouhteciiJ 

f'.Xarnined mnny. many textbooks on thi!oo questiOn of taxin~t oorpon1le 
manull"mfnt4i&. Is it not true. that in the fll't"llt majority of •~stbook:.." 
dl'ahng "ith corporation fiunnee IU1d mana~rentt:nt there i~ flOintt'd OOl 
th(! lmponar\t'f' of the rorpon..tiou1s maiataininft a ~uftieif'nt 1urpha 
for lhf' MHillf(l nalnv da,•. so that th~y can make rtplal't"ments and 
toko ..... of 00.01....-ti":~ and tb~ thinj!l<f 

Mr. Ouru.,.,---r. The sort of tbintr§ that are providNi ror undtr 
p~m lax law. I do not lmo'f o( any academic writr~f ('(tu,.,., I 
de-. f)( .. lmo•· them au. bv anv ~wbo · ·ould ~ to ...... txtent 
,,r ath·0011inj! tho! a ..,rpO...uon ought to be ablo 1<> add to ;,. a~pitol 
~:crc.-mt for thf' PU!'"P08e' of txpangon or what oot. .. •ithoUI payin,: 
the taxf'lll that t\'trybody elst has to J)ay. 
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Mr. B~ Of ..,......., -.• are llll working for~ ju;t ~ ~uit1ble 
tu. in " • ._. .. ~f •II the cJ~Dlitll\CtS and eond•Uolt!J an wh1f h the 
''""'ll"l' 600. ..... If. 

W• ha··• had a Ia~ 1UT11)' o f wito- Mre. -rl.v all of whom ha•• po1nted out th• d•nll"'" of forcing a board of diroetoro littinl( 
1 ...,..od a table and looiDng for in1o tbe future, taCh one w1tb • d1f· 
fertot su·ob~em btfon" chtm, i11to !lOin6 to,"}Jf'C.iaJ eourse of ection. 

Thert il no n11e of my trying to tnu.merate those J)roblentM. whi<'h 
run into thto hundrc~d" •nd perb1ps into the thousand"' Th('y han 
to RJ>j>I'Qirh thtir problt•nu• ._,itb bufrinffiB vision *nd drt1JIIl8i>eotion 
and a I thol. 

1'1lis tax, or a ' 'try s.i mllar ont, as yon uudoubtedly know, hu Jx.rn 
lriNI in Norw11y, anti tll{'rc people now·, a_fter bavin~ it in ttJ>erftlion 
for 3 tiuuo. rtf~r to h, 1111 un immo1'fil IBX. ' Vhy1 l~:'<.'MI~ 1t fol't'f'tt 
n board of din.oetorlil •o nclopt a policy tl~at is uol corbti,ltJ'(I() l' rucl<•nt. 
busin~ uuu1ngem1.'nt. The n-sult J)aa been that they 1111 ''e I!IUfi'C'rt"<l 
from it. ill tiJe d4.'''('1opmentof their industries; and thry ha,•e n"'ductd 
the tax ont"t.•. and til('\' ftrt' Nlden,•oring now to rt"lluct> 'it tu 6 IX'I"f"('nt 
~·ith the hope. for thf" good of rhe countryf of l'flllo'·inll' it.. alt~thtr. 

What l am ._'\·ttintr tat-1 1hink that we a ll want co~ h I(OOd • 
tax bill a11 f}()o\."ibftr-lk to bt Slll'1' that tbtl biU tloeff prol'ide an oppor· 
tunity for 1ht' boAnl of dil'f'('loro. to exercise ~ bu .. i~WN~ judguK'nt. 
io riew of all th~ rirrun,,.._an~. and se-t uidt> a ~r,,lu""' and nfJt 
IRIJl'Of"t' a tu: in Alfh a way a_., will C'Of'rc:e lhtm to folfm, an uruwound 
bu~iutM J)()lif'l, tht ttmptation to whkh, of rou:r"lf'. i~ \tN ltl'HI if 
t.he,r are holdinsr ouc a tmrplu!!o and know that chey are ,::Oing to bt 
1ntd. 

1n ,.i~w of all the rimm1.ota~ ,.ou an pn:pal'(->;f to NIV co tl1lt 
('OIOlDiiUM'. a~ vou. I hat ,·on beJie,~e that th~ t ax luU u liid down 
lit'l'f' witb tJu·lofl· IJI"UJ)()!o.l li ... m not le.ad ro any ,.urh poor lna"'in('q; 
UHtOIIJt("menl f 

Mr. OLirllAN,., y(',.; t n~-tree to tbac. I am prep..11rt'd to ~y that. 
Mr. H"""' Will l'"" 1(01 I hot l•rl 
Mr. 0 1.J I'IIAS1', \r~ 
~Jr. Rf'xu. Jn wpil\" of 11lllhi' t('1':1iu'lony thAt hasi.K'('n oll.-.T'('<If 
lfr. Or.II'IIANT. Yuu npp.wiau i' lfuac you lll"e asking n1e " t(ut'.!itior\ 

about. 111 lmowt t\ hnlr millfon COfi>Onations.. You Arc 1101, of l'UIIrt.C, 
a'-kin.g 1ne 11bou1 enrh n ud e\'C'ry COJll!>flltlon. 

Mr. Ur.r.n. No~ "hnt hAs been srnd here n>J>ent('(lly by th(Jioof who 
•re advcx•tt.tin~ thi.M tax is thnt. they bal'e nJJ the time lxoen holding 
np an a\·erall't' of :).() ~l'l:'t'nl. but you cannot strikt 111 avt>l"•~t- and 
ban it hftrmoniP-A" with good bu .. intss judgnle:nt. You will •g~ Co 
that, ~'ill you not! 

Mr. Ot.irmNT. That i.~ tna~. 
.\lr. ltUD. A ntl, if a hat i,. tnaf'. -.omebody nnt ... : s:ufrtr! 
llr. o ....... ,.'T •• .,, ..... will be bordtr-liM ........ 
ltr. Rr.u,_ You do 1)01 kno• how man\' of tbOfoe bonltr-lillf! ~!ON 

there .,;u be 1 • 
llr. O..tPn~;sy, A• I "ft it, chat problem of indh-idual h.ard.Jlip !• 

rMuced to dJfl minimum I think the au iwdt toward bu@an~ thll 
bill puts the Go,·emmtm · in i~t much more wholesotne. btocaUH it •,.a. 
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.. So• •e art~ moutral. You NB organize • rortKnt1on or :rw ean 
~ralt' .. a JN111l~rsh•JI or you can OJ)tr&lf', ., •n uwla·ndual 1De 
Go,f'rnnltul •~ Mutral. Thac. is a nau~r of bu~tnf'itift jud,cmtut.. ""~ 

"lllat ltlfaot. what our ta.x law says now, bt<a.Wif' our p~nl.tas law 
nlakf'a at. t.SIW'Il.•·i'-e ror tl~ tittle ~n lO I~ th~ l"OI"f)()f'allon. and be 
;. tht (tllow "ho hao LO rom poe.. wllh th• bo,:r rorponohotl. 

It makeo ol hogltly prolitabl• (Or th• larj!\' tU1J41)tr LO USO tho cor. 
I:M)rltlon. J think that. there. is that in th•• " 'hi<h put., the thin< on 
a mort whoiNOUl~ bl.'lit. 

Mr. ltr.m. l( tbey rail to exercise the right judgment and maintain 
thf: proper amount of &urplus in ''it>w of I he e~•w-neiHJ whicb may 
tl(l:\'f.'lup in their p1rtiruln bus:ineAA, t.lwy mu ... t eltht•r sco to tl•e lMlnks 
or tl11~y 111u.M i t!~Sue nwre stock or they mu&1.. ttave il ou~ 11ut. if tbt"y 
hn ,.c uot ~IIV(ocl out Hllflicient. tourplu.s, Li nolo 1 he bon•lholdt>r J,;oing lo 
.-ufft'r IUJ 0 l'ct!UJt, or the detlff'l ion Of e• t•itJ,) f 

Mr. OI~II'IIAST. J r the_y do 68\'0 our e:u·uin~\ it~~ ttdrlcd to the ('It]~ 
Hal tt«ount.. is i~ no&. I J S»y I crumo1 ju~.lify Ill any own min~l ~tdill· 
tionM to t•at>ital •cocnm&. by some roq>On•t ionR, when other corpor._.. 
t..ion11, if tht•y ba''t• tO l-.""t.eapiW &nd a<hl to the (•pital a«-o•mt, J.a,·e 
to pay ordinary t.IIX("too. 

Whal i• WldenK't'Lh aU this discu.~ic~u vf th~ rnatttr of l"f"iiern~ •• ill 
ll('of'UU. to tnt. i" tl•is: 'Ml.at. you cannoc.makfi f)r"'\TU.ions in this biJJ fOf' 
.........:r,·flll! Wlllu.Mn .. to Lh.at extent grantm~t a ••~ bon~ to d .. bentfici .. 
aric.-. of Lh0t1e_prorisious. 

Mr. lh.r.o. Thto '*otkholdt>rs. of (OIII'Sif". art all an:<eiou.... 1,tt,· hal"~ 
11)a1ko an 111\f'Mutent in tbe stoc:k. \' our horHlhuldf'n. ha\"tc ltnL inoney 
10 thf' f'CU1>ontjou after ca~ful ron~dtnumn frotn all they h.an~. 
'11ttoy hav. lentil on tbe bonds of thf t.'OI'J)f)rstion with tht tXI~•Uun 
thtil t.ht IJOkn.l or di.Ncloni are ~roin,c lO Utn-i~ pntdtul and '"* 
juolff"'"'t. 

\\ould the fact. chat anotht"r c:ounny ha, triM.l thtt L'theme a.nd 
foul HI iL ha41 "'Ork~l tu 1h~ injurv t)f 1he ~t(}\'f'mm~nt. nut I bll"1ill~'1 and 
"·~·rkt'<l tn the injury of the bcm(lhold<'~ 1nd othen.: hnve nuy weigl1t. 
Willi \'0111 

Mr: ()I.H'IIANT. I w~h I hnd tl•e lfllll<"rinl h«"re. 
Mr. Jtr.r.n. I ju11t '''lllltetllo get. ut. the (nets. 
Mr. Ot.~I'U~.NT. J think vou will tind ihC're ito no unnnimitv or 

opinitm ttbotlt th(\ nu•rits. .. ' 
Mr. lh:t~). You do tJ1hlk we shouJd nOl procfed in t hf.\ light of e::<J:H .. 

rieuoo of tnauy yeal'$1 Jt ~ms stnan~oe to mt thot. Wt'l hn-..a ar•·ived 
ala JlOinL whN~ • gt'~P can sit. down and determine in ad,•an•~ just 
lww far the lmn.ls of direetors of COr'J*'' ion~ f'3<'h witb dHftl'("nt 
l'roblt·m~ l'ht-.ukl br ..;cl~l into one mold by 1 tu. 1 think tht 
l""timon)· d\al hL~ ~n ofl'('l"f"() h<'rt from bu ... iflf'lo." mtn, basin• it Oli 

pn.t'ht'af txpt"rstnt"f'. •'OUid lead us to btl•e,-e that. chat 111 wbtre .,.t 
ai1'KOin~r undtr thi~ l•.x bilL 

Ont otltfr potnL that Wa3 brous:bt. out bv '4.'Ytral who t~tafifd bt"re 
-.ra..~ that ~ht)' ~~ _ptrfK'lly w-ilHn~ to J,;.Y lht Mfllf amount of tas 
an•\ 1*1 u to tbt G<n-ei'DJilt':nL but do n undt'.r thr j)ft'8t"nt ~f'"'· 
nthfr thAn atlopt what. c.My beliel'"e is an un_~•nd pobty. 

Mr. Ourtt.L'M'. Of eou.rw, that would in\'olf't ·~ntuating th~ in· 
f(lllalitlf'tt m our p~m. cax on business profiiA. 

a!r. ll<m. Uut it would not :;trike dii'\'Ctly at th• ruturt P"""l­
and li r. or the <oq>Onotions, e;;pecially the OJIIaller ...... They would 

. ( 
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tht net ln<'Onlf, Nrtun~. and profits. It may 00 a Li~ ont or it may 
bt a hid~ on•. . 

) lr. KYt"''"'k'"· Out touppoetng d.e two eorponttorur art praa~lly 
tht •mf aile, and one ill- Oblipted ~o Dlf.'f't certtun !ndf.'bef(lnfte &ftd 
lilt Qlhtr C.'Orporation hu no suth 1Ddebttc!MMI ~)' ore n«- on 
all fou"" undtr thi• ~m. are lhtv 1 . . 

~lr. l'<Xm:a. TM C.'Orporat}on ~ij;bt make a lllllhon dollars one 
:\'c•r and the same corporat1on ~ugbt ma..k~ $10,000 ,lht nt~ y"'r. 
'J1,.-, amount of ux thty pu~ ~s ~ut"fd b,v thttr. ~ IU('(lmt, 
th~ir ~nlinJ.'if, and profits. 1~ u nO!- a qttet.t10n of ~ItA', lai'Re. or 
11ua ll. 11 hr A CJ.UflbUOn of their net 11\eollte, what dH•y lllllk~, JUst 
h k~ what you anc1 T 1nake. • . 

Mr • .KN~N. And tbtr0 is no qu~sllon as to tht•Jr md('bcl'<1ness1 
Mr. CocwrJt. Is there llny qut'S1H)II About. your intlcblt!dru.·~ IUJ til\ 

intlividun l wtuon the time oo.nes to pay your tuxtal 
Mr. K StJ'n-t'IM. ' Vell, l moke certoin .c.leductiowt, or ('OII"'e: 
Mr. (;c:xwr:H. COrJ)orntioos nre enhtJed to nu•ka <.~rt 1un dedu<> 

tions, t...,, • • d I I le-:-t r. OaJa'nA~T. lt seems to me the quest;1on l! n ( re~ ·~otto lHI 
bill but. w what th~ Go,·emmtnt's tax poh~y ought to be wath .reftr­
""«"to ind('httdn~, whether you are dealing wa•h I corporauoo or 
an mdh·iduel. . . 

Suw lct. mr eompt.re the two corpor11tt01ut «<flt."emanJ.t whom you 
jW:t 3l~ke wuh tbe mllll who is operating the dnasr 1-lOrt on the romB 
• ,. an mdn iclual bu'o.Jnfolil@. B e mAkes mon~y and b& ha-lf no debt. 1'ht 
man dia~a11y IC'I"''rril t.be squ.~u·~ is:optratin$[ a dnag t.eo~ 1Dd be bu 
1n mdh·adual bth.itMM and makes monty !KU· h~ debt& 

1 adc. 'tflth rrftrtnce. to thoFe two JDC'Il. 1f l nugbt, txact,ly tM tame 
,1ut'lition ali i" askf'd with reference to •htM: t•·o totJ)Orations. That 
~}lfilfl to 1hr gentral quetotion as to what. our 1reatment of dehtff ou~ht 
to he. UUI huins,t" decided generally that. if you ha\'6 deb4• )'OU ha,·e 
to pay :rour ta,x('.a anyw-ayt it seems co me that the iafeiit., ftu'f.at, a.nd 
eoundc.;t. thing for the Oonnm)ent to do on th~t. is 00 neutn.l '~od 
h-.•lit. t'\'(·~·boc:lv nlike. . 

Mr. I{N.tl"'f"MN. \Vould the treatment. that tl1C'. two corpcu·attOilA tlutt 
l ju~o..t.. uwnt.iont'\1 rl'C·eh•o m1der this program nt_fect. their fut Un.\ uptHI· 
~;ion Y 'l'hnc h•, would it gh·e one corporntion ttu ttdv.,ht..llj(O o''el' the 
O(hrr in upnndinA t 

Mr. Or.1 1~ llANT. Just.. ll8 ·it does the two dru,:gi5t~. Supf')OS& t~'IOr.t 
dnall~iltbf know tt dn1g store in tbe otJ't eounty seat which they nughc. 
buy .. th• bol(innin~ of a little chain. One druggist. may oo able~· 
tJ.o it and the. othtr noc. 1\"bv1 Beceu.-.e ~-~do not allow the onh­
nan• ta'(I)Al't"r to dtducl. his 1ndtbtednt88 be(ot"f< hf' pays his taxea. 
Tbit objfcioon l "'Y is nol. in criticism of this bill but goes lo !be 
rr'Ml~ fundamtntal question as to whftbf'r or not. indPbtf(inM~ hb 
dt•prft'iation. ou~ln to bt • dtduc:tible item in enrybody~tt tans. 

}lr. K:<t..,..,.,:<. Carrying ou tht inte~atiou of tlwl l-""'11.,1!"" 
'""" ~rw Ynrk. thf\· b•,·e 1 law like thu o,·tr in N'onrey. \ ou 
J•n..l,.l~h ha\e h~nl Or that. 

Mr. OuMtAXT. Y .. ; 1 bo<e htard "'f>OrtA about that. 
Mr. K Nt--r80)0, .U 1 rHDh of the operation of a timilar law O\·er 

tht~, tht Nor...-~gian&. in going int<' th~ markt'l for mont.y with which 
to f'xp•uul, lost. ront~ of thf' nitnte indus1ry. Jt, wu tr1uu;ff'rred 
to l..ondon u • .... ult of such a law .. m are uk6d to pau. 

. ( 
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I! 1l 001 1'00<\'"abl~ llr. OUpbant, that ll tht l'o"'-.1!1'1"" lOot 
control of tht .nuralt- planLi by bt.ang fon:cd &o ao uno the markec. 
w borrow n~,) bfntn-. they wert not ptnruued to carry lhe ••r­
pl,.. lb .. tlwl OlU of lh.,,r "''"'·"""' ......... ~«!. and c< •t not fa~r to 
~me tbat. the wune thm~~: wtll b•ppe:u to a IQI&. of Nl .. ll indlblns 
in lh is eoun try I 

Mr. {)urtu~,.. \\'u th11. a .. mall industrvl 
Mr. K>.t..,.,..,s. ~1'•11 , w• will say big induitri.., then. 
Mr. Out•IIA "(T, Jlteu I woultl hke 1.0 p~seut. thN figul'ftll if r tnay. 
Mr. K.~t""'"'!I!N. Lt.-t ~ aaounu.~, for tJulsake. of argument-.' thal thc..y 

._,...big indubtrirs but they han' no surplus. a.od \\htn 1he time C'OIIlet 
and they a.rt, gomg lo lmve. l_,ea vy ,demands. d1ey can eitJtcr go to tlH~ 
blluks •nd I<M coutrol or thNr buStn~ OJ' they CIUl iili-U(I IIIOI"e watered 
bt~k "I~" \\ hi~h to I'U.Y mOJ'c divide.n.ds 0 1· ihe:y can ciOM.' dowu, 

l1u•L 18 )J I'\~IC&tNI UJlOII the expet'tenee that. the :Not·we.r.ran8 lt•vo 
had with n t,.imi lnt· law. It would set'm to rne that. tho 'l're•s.ury 
Departm~u" t-hould h~t vt- .-.ent some tlXJ)(!rt O'''er lo X'orway and J>en. 
ou1rk~ whet"C they htu't ~urh law'S, to find ou~ exactly how thoso laws 
have operated. 

~lr. Ot.mw<T. I would like, if I might, in that ronn..:tion to 
p,....nt th- ligurtB. ' 

Mr. K..'f'11'1"80:t. 'Thia is fiXPtrihlfntat u far Aij we art cont"emtd. 
Mr. Ouru .. 'T. l jla<O tho figu,... oo the An10ric:.u T•~rat>h ~ 

Tel•pboue Co. I ..-ould likt to lum now to !he Anacooda Copper Co • 
Mr. K.._.-t.,-,os .. \\'lay not tab some smaller corporat ionJ that ba,·e 

no biJr bank a.llihationll 1'11. An~rican Teltplwile .t. T•lt@npb Co. 
and the Anaro11<la Copper llining Co. b.f.re •hock abooi'bors and 
bwnpot'li on oil lid... Uutoake a snail concern lhu haBto go ou.and 
throw i..,..lf altho mercy of the banks--take a C.'OOCOrn of ti1at .ir.o. 

.Mr. o ...... u .. lC1', '11u:lllie. \\"6 disc~ earlier iD t.enng t.bat. *-l"t> typieal 
~;they ar6cl~1'f held, and there are nuolnroWf metl1od.c by wl1icb 
tarni~ taD be put. In a f'(l8i tion where tJ~y willr>ey t.he. taxe. t hat 
f \"tr.)bOdy e.l6e h111 C.O llfl)' and ~ill continue m busine8'f. 

Mr. CttOW1'Hr.at. I think you inlld,·ertentJy eontn ltlicted youf"''li('lt 
he.ro n moruent. ago when J'OU wea·& talking ,_bout the equttlity of ht-X• 
i.ng on tho a.djus tcd not. moon:~e. \Ve 1u-e not. taxing them on th!l 
a<rjusk"'1 net. itH.'omo under lhis provision. ore wc.f 

Ur. OLII'IIANT. [ lutcnd(lfl to relroiu from making a etltt'llll'llL on 
H11t. subject, becnuso J aaitl when it came to a quest1on of J;(;hedule. 
and rilleS t would have to refer tl106e questiowt to the men UtOI'\'I 
fa.utiliar with them. 

Mr. C100WT11r.11. You 8pok~ of the proposition of tho equality, or 
trea.ting them all alike on th('ir undistribUted net inc:om~. Th~ indis. 
iributod ott iuoorn.e t1 u.,fd •• a baae in figuring. Really wbat Wt tu 
them on io ..-ba~ tlwly k~p. 

illr. V1.s10~. You nwan the •djusted net ineou~ is the br~Mt 
Mr. <'oo•Tnm. Y~; t he adjustod Dtl incomo islht boot. 
Mr. Ytsi!Os. And that which is undistributod is the yard•titk1 
Mr. CIIO• T>tr.a. Y .. ; that is !he~~ Of oooroe, ..-e d1d not 

put th• ligurtB in hort. The 6gum do llOI. apptiU' htre anywhtre IB 
to •hn ~I'Ot11tage the tax is of the amount they are ablt to k .. J>, 
boea.- t~ a re oo diot....,.;ngly high thty do not appear here. You 
roahMIIIIt , do you not! 

Mr. Ot.IJ'lL\l<T. Yet; but we paid--
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Mr. c ........... n •• UU: Ut ··ery hij!h .•• rotnJ)tlrod IO tb• •DlOUnl 
thaltbo;l art ponotttt<lto koop under this I""' won. It,. •"try htp, 
;. 1t t\QC r 

Mr. OurtiAI<T. I .. y-tbe manor. or tho n~, .. ,,...._, ntuot frankly 
rtft't to th~ mtn ~·bo ba'fe been worlcu~_g oo th~. 

Mr. M c('CJOI)IACIL 111..- figum; lrtJust to •ho,. a «>>OJltlr"""' wilb 
tho/,~'" lawt 

l r C"llu"'-r'HOt. Tit$ J.!tntleman knows why tbt"y ar(' llw~ just u 
wtll ~" 1 do-. Jle n{'(l(l not try to 6J)Iain ~t.. no"'·, bN:•u .... J know why 
thry .,.. no< h•re. Thty would be •-ery dtoturbtnj! tl I hoy w-..., hero, 
wlwn fH."Ople l'\"111i7.e th._. excessive rate thl'y hn•e to pny, thD t'AHJ.."" 

fl~i:1h~ ftt<:t~t-1 •th,l wh11t. they am able to kt>ep. It itt ft v~ry dr ~urbing 

~,rr. M tC'mu.t.u-K. I!~•'Om to to 74 .~rc•·nt. 
Mr. (~tO\\TIIr-..11. Yes; exnetly. 
IA:·t nrt• uk yuu thi~, iu all fairn~ nnd gootl (nil h. I hav~ ""'ked 

thiK((IIi!O.tion &l',' '('rll,l ( int~.S... uSUI•p)uJ," is aJwnys ft ~l£Jll<,lyl fOf.t~Y !JiiDJCJ 
in ~HUCO.J>fOJ)I~& 111111t.l't lSlt noel lfae-t pNlple Clunk U IK ('fl~f1 In I hot 
bonk. 

Mr. ()uo•n•~T. Tbal is right. 
.Mr. (.'..o\\'TltrJL ~tany times 011ly a. ¥try ilnall IM!~nt•~,. of it. is 

ta>b in lbo Lo.nk. i• it noll 
llr. 0Uf"'MST. That is right. 
Mr. (.'ooo,..,.,, ... Whac I ba<e been ~binking_ righl alonjr is w~ 

or ooc_ 1f Wf' aft going to adopt a pohey of thas: 1ype, do you tbmk u. 
w-ould~ an' advante~ to gi'-e a preferemial nte to 6\tc:h p:>rtlon of 
thal A!i wu M-pl"f'''"nled in tltf' building of an addi1100 to • plant or • 
ntw l'lant and equipn'H'nt. during t.be t1.nble yHr1 Qi.,e thtm • 
pl't'ft'rtntial ratf ()fl that portion of the surplus thlll. wu rtt>rtSf.nlfd 
by that; l(tVe eben> a stimulus to the development of the plant, by 
;win~t thr.u a special rate oo the amounl put.mto that. 

If, Mty, $.M>,OOO was puL into that, gh·e them a rate ot 6 per<:ent, say, 
onthRI. 

Mr. Otu~uA ST. I ClUJ speak only from my u .. •u convictions:1 And 1 
&er!mudy qut"trtion t he wisch».n of em))ltrkinl"{ HJXm " c;u•u,•: of eu\). 
tidu.•s cw ~rr11utd or lKuHI~S v ttt the tn:< route. H lh"t •8 gowg to be 
donr, lee us authori~to. end direct. J~ .Jones co do il, tl() ,..6 know 
tXArtly ho~· mucb h~ is J)Aying out ~tnd to whom. 'l'1u•t iB ruy J~rson•l 
convict ion. 

Mr. ('RO•Tn.-a. You do not lhink thal w<>ulcl[)(' htiJ>fltl in ony " 'ayl 
Mr. Ouru.AXT. No; l would nuber ha,~e h OJ)tn anti •bo''t'bO.rd u 

an OUI·IndooQUt ~'l'lut. subsid\\ or bonus. 
Mr. ('llo\\Titr.a. 1be ta.:q)ayer woold ht\~fo to llllkt a J>ll.l1icular 

•'-howin~ftO tht Bure-u of lnl~mal Re\'f'nt~ th1t in tht ca.sablt> \'Mr 
th11 mutb bad boon t'JOVll. I his plant bad boon r<J>""ht«'<< or addt<l 
to tluru\g that JX"riod. 

~lr. \ tt)f!III.JS. TM gentleman from Sew York is noti\a,~ing that 
U"! bt tst·ll\pt('(l from the payn.ent of raxest 

Mr. t"•),_"'TttiL No. uo: bur. at • lo"-er r~te. 
Mr. •·'"'"""· Willtbe gentlentan yieldf 
Mr. t'.OWTlta. Yac. 
Mr. L .. u1:rD:111:. I ha,·• in mind a corponttion thl't this yHr ~·•t 

in plant imJ'ro,-em~nt $6,000.000 that. t~v had N~ \~frrd up. lJnder th~ 
P"'l""""l btll we would pena.Me-them 4iU Jlt'tftfll rh•• year if they 

. ( 
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jnt~ndfd 10 makfl that imi)I"C'n"fU:ae:DL t:'nder t11<" old f!lt'llf'n~. a fl tr 
cJ."· Jltl'd 1 h•or 16 .,..,.. ... lloty C!OUid do •·hac cb•y 1>1......,1 1111 b n­
build a 1.tam or '""'l<thong •1..._ 

1 ha,·~ 10 mmd anotber torpon.tion th1t has $30,000.000 that 1hf'y 
are tftdy •nd •·•Uang w ltpPnd u soon as 1bev kM\\· ..-batt~ futun~ 
bu.Jn..., ,.;uJook hk•. .\«""nling to your tbOo.y. voo ... .,.,;d J><'nahxe 
th~ fello•11 4~.6 ~~~nl if they lllf'mptf'd to kf.ep thttt \'lrninl(JJ 
m ol'\1.-r w aC'C"umu ~t(! that ext~: they MaJd nOt mak~ 1 he unpro\&o 
uttnt lwiat.t.llf' thty d•d out hu\"e the ruonty to do it. 

)fr. Out•uAsT. ·rh(l first rorporation you nK"mionrd "'min•l"' 1no 
o~" corJ:JCmU!on of whirh I,IK•attll'e!Ct!nrly that httd 11 mill IIJI IIt 1he 
J .. tii.'Oburgh dlkll'l("t t'HI/)Ioyntg 300 lltl'.JL l t. held out n • ul)WCI&uliol 
JJJlrt of iliJ N•nliu,as ntll huilt It new mill which ernployiJ l20 m1~n nud 
prO<Illet'!ol Ill. lilla('fl fUf much ~tt('\\1. It. thc~by JXth•uciutly put'\ ~iiOO 
men out or work. 

.Mr. Lu .1 NtiOK. ' l'he. rorponation I know uboul eaupluytl 20,000 thi• 
eortXll'1lt ion th11t to\>fnL $0.000,000. 1lutt. is the difrt'rN\N\ ' 

.)I r. C1t0w1~u •:u. rlu~n you tlo not think tbe.re is any l)raet ietblti "ay 
of workin,:.t that out. t 

Mr. Oul~IIANT. l 1m thinlcing of it in tenus of rnal.frial ad\'lniAfte 
tO,J)f'Oth.I('U\"f> enterpri!it. Jo•or ID!-U~. in dw t'bt of IH."avy indu .. 
tnei, whfo~ tht'y aeatf' n!Obl of the unetnplo:rmroLi~ ,.,hould . -, tmblrk 
upon a proj!ram of • J>f<'oaltreauuentl I porsonaiiJ' would be OflJlCIO<d 
to rt. 

Mr. Oto•..,..•at. [ am not thinkin,r eo much of 1ht big orlfS •~ I •m 
of the llmaUer ones down along the line that put h1ll thtir in\'ttJfd 
tarninp thl!l year into new plant. an additivn to u~ plant that. 
tmplo.f1! 26 m~ ... people. ~nd wbic::h will. in lh~ long nm, if thin~ 
lrHp s;oang a little up the till(> on an upwanl ctlM'e, bnng the Oo,~em• 
ment moro revtnue next. year from inc:~ased taminJtM And tnore 
employment. You tlo not think that could be. worked outt 

Mr. Or.wu.\!\"T. 1 do not think it would be wise to t mbark nf)On that. 
sort Qf" to.tat:..idy for new industry. 

~r!. CMOWTIIr.N. r undetl!LIHUI ; yoo have stated thnt "3 yo11r 1)\II'MOIU,I 
opuuon1 

Mt·. OLII'HAXT. 1\"ly j>erso•w l OJ)iniou. 1'1lat is tall T tAn l'X'Jln'M. 
Mr. R•u>. Mr. Olip tout, do you tltink that banks ought to bo 

e;y:empt fro1o Lhf\ p l1n l 
Mr. OIM'IIAST. J··rom tht fJ..9Cal sJandpoint it does not make much 

~i fference b.in<'Cl the ta.s•ble t Mrnings of tJ:~e banks ua whole are rtla· 
nn~fy lima II. 

Mr. Rr.m 1f they were u:emptt<l, <.bould their lihartholdrnl be 
Utmptt<l rrom I he nonu•l tax I 

Mr. Ot.arn.A~T. A~in refJf"C'ting: ooJv my owu opinion. I •ould be 
i:nc:lined to l"'ff!itrin Chf' numher of exeniptiOns. and, ihon. of ~aturory 
requil"!'nlfnte with r"f'ftrt~ to laying asidto J"f"i'ef"'\'b until th.t ca/ucal 
an<l iurplus botf' a <"tl'1aiu l"'llio to ~poeits. 1 would be indinf< not 
to mak• ("~f"'f'l)tio~. 

Mr. Tll£Aowu. I would m1t ju._<t to coocludo, ~Jr. Oliphant, if I 
mtv. It will not cake but a moment. 

fhtre h1u~ t>Hn COil.f!litlertble uid about new tnttrpri§ftf without 
Mtt<l><ftpitol, wh<•rti!OO'lwill. tbe moral crtdlt. i• a bout alllhry hove. 
Wha~ elf..,~ do you think lhls propo•ed ltgi!l•lion •muld have ''" 
th..., J>Mple •tnrting in buliin ... t 
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.Mr. OuruA~"'T. I do not antidpa~ any "eriOlUi adY"t~ tff('1.1. 1 
•houltl not anucipatf' any great bf:DI"fk~ etfKt& 1 thank that i 11 one 
uf the.. ...... thm~ "'-hic-b m.ay v-ery 111rt"U Jlli't about M~t tl.M.-If wt.. 
Cf'ruaol, ,.._.,rar as tlu.:. led to a wider distnbuuou of turrtnt tor~ 
n•• fllrmn~ u would mab tJ.e tout 11001 of ~It •' adabM for 
t·OI(OrJ)rilofl IHUth Ja~r. 

Mr. TauoWA1" ln other •·onk an~·one !-tar1iug in bU"llloNh •ould 
hnfl to ~ an inrorne rece.inr to get the mo1w~· to ii!U't. with: hul 
a ..... umin,:.t tl•tY 1l~d noc. ha\•e a.n outaidt iJ1ro1He' and thM;t~ dis.ribu. 
tiom1 'H're nm go•ng to take place. they are not ~'Vmg to be btnt;fitt-d 
by it. 'l'hNt ho11 would tbey gel<~pitall 

..\t r, Ot.n•uAN1". Then they are in the same J~i tion "" 1nybndy ('1-,e. 
who wnut,_ to ntf(lllliU' 11 bu~ness. 

Mr. 'l' tut.U)WAY. Pretty much out of luck. I 
Mr. 0LU'IIANT. And II s:renL 11lllll\' or lh('UI nrc orgJUlit'Rd f!\'N'l' 

)'NI r. A jtn't'l rnnny of them f!O oUt o( ox.i.l!lh.'Jil'O ev<"ry y~,r. A It 
thQMII IM'()J)It\ who want. to o~ranize n btr"'iue .. , htn•c nv•il•ble only 
rt•.;(Hirt't'fi! unc.l ('r('(lits that ha,·e been through the tax mill. 

Mr. Tnr_\OWAY. 'fh('re bas been soroe ex1H\'~ion, too, or niny-day 
JH~riod, Sui)I)O!o;in,ft lh~ sug~:,~ions are adOI>tt"<l, whnt, in your 
uJea. iJr cbt po:..~ibihty of increa....~ employment when but-int'ill ~ 
twrll or t"'inJ-day tiems corne onf 

Mr. Oa.u•II-';\T. 1 approach tht IIIS"nr to that <tt~On with mixNl 
ff'thnwt- In tht fin:.t place~ [ do nO&. hl\t tht figtn'tt t.o .. Jsow the 
t'th.·ntlo whith txi .. ting ~urpluses--built. up to 1 h4.' ,.,Uie.t1 tht hil!h· 
f'l'l pointlht\'1 h.l\·t tnr Jltt.n in t11is. CO\mlry. and imm«hattly pre-­
C"t"dm~ tbe J[rHtM depreseiou we ha\"'t co\Pr had in cbii: oount:n•­
h•'~ bttn U"ff(l for the pur~ of maintaining c.lividtnds but not.'for 
ihfl pu~ of maintaing pev rolls. 

~rr. Tax.wwAT. They have been usod for boll• i>UrJ-, bava they 
not. I 

Mr. Our•HAST. ·ro some ext.t.nl, certainly. they have lw-en t.l8ed for 
lh•l. 

Mr. 'rnr.AOWAY. You say you bave the figurt.oe RhowinJ( 1ho Mt~nt 
to whieh tho-;c ;n1rpluc;e.s lul ve been deprec.intetl during tho dcpret~Iion 1 

Mr. Ot.ar lt,\ST. l think on n.nuly~is would t5how-he•·~ I am l)(.'(.'OJU• 
iu~ \Jn.'Hy I!IJleelll~tth·e ~ause I l,a,·e not tho figunw.c here-t.hnt by 
anll urge the F~UrJ))u~s \\'('reused to maintllin dividend• 1\1 oppot;ed 
to 11111iutuining-lotal pa.y rolls. 

~·or in~tauce, if you take t.h~ cune of Am~rican Telephone&. Te1e­
ftr•ph Co. di' idend pavments through the depn'*"ion, it looks alto­
~th4.'r difftftlnt from t6e eur,.-e of ils Wtal p.y-roll paymenCA: durmg 
th~ dep~ion. Tht\~ ha,·e redU«d th~ nuaul.-er of pt'Oplt' they han 
•tnploytd, and th•y -...dUff<! the amount. I hey pal<l tbooe they did 
trnplov. 

Mr.'l>"ow.. One hundr<d and twenty tbomand entJ>loy­
Mr.'l)lo:..ww•T. If thi• bus:U.... ~n•hould dt•tlop a~in aft!~ 

t'Oml,.nl" b.,._ DOt. bHrt lavmg up a surplus in aocordan~ watb tJus 
propot<fd law. tht"n it woul(l be ~~.r~ wouJd al not. for them IO 
Ulllt the Al!l)llb that they are allo..-ed to main now under this J)I'O-­
r-)lawl 

Mr. Ou•n•n. 'n.u is rigbt; but, llinoe under the bill it. would be 
"""'ible for them "' lay by from 20 10 30 P<""'"~ or thoir oamings 

. ( 
623 

i>adt yt•r ..-u.hout hav-ing to pey a.nl more_ tax~ tha_n thty pa) now, 
J cannot.tDl&IC'Ile pron~~aoru. for COOtlnt!'enct&-ef that. IJ wha&. weare 
ralkt.n$r about- ·fl"')\-a~ttma for C'OOti.n~ncif'S SUch 1.5 tit-JU'bi!'IOO ( 
caonot •Dlllr'"~ 11 1Jt.J"7 iOUnd ~ jud~Dftf'nt to lay that. bY a&. 
the ntfl of tl\Orf' than ~ ptrti'nc.. ltlS noc. t.be way n takfl ouL tn· 
~ ... ~~ onJmarily on ronUnl(t"nc:ib and baza..rd., tb.u ronfront. nt 
u1 cbt ~utu~ To make ~ 16-Jlel'ft:nc or IO.pt~.l'll rt'tce.ntion for 
1,n.ult'nhal h""'&l'ODil, tf that ts ~-hat you wa.nt to calJ ll, would be \('ry 
.&u~tantlal. 

Mr. '1\..uowAY. Tn the. last. tax biU we, put. 1 b"''tdu~ttt<l tax on 
rorporato irlOOHI{'t!ll- did we not.l 

~Jr. ()LII"IIA.ST. J'htll., it right • 
_Mr. ' I'Kr.ADW\1', ,'fhnt )'On, ue stl~-tiug to ropenl iu tlii.a bill. 
~1 r. Qf .. rt'llft.l'I'T. rta"t '"' r•~ht. 
~h·. '"l 1wY..AOW.AY. It. hu 1104 had 11 chatl(.-e to be tried out ""'·en has itt 

]Lis s,.roiug lo ~ n:•IWI'IlNI befc11"8 it. goes into ope_nationt ' 
. .Mr. OI.JPH.-KT. ''hat. it right. 
.Mr. 'f'wf .. \OWAY. Therefore "•e do not know bv experi(\nct whe-ther 

or nQl that was" good -ua~~Uon you m.ado I~ year. We ha\'6 had 
no e~rienco "'llh it, have we 1 

Mr. Ouo•u•><T. That. is right. 
llr. 'I•"""""'· Who~ brought. about. the chango m Ol'ntimont. to 

cfun.nl it be ron Wt> haH• pUt. It in operation! 
lir. OUJ'u,.,...,., Tbe in•alidotion of the .\ .. A. A. and tho .,. ... ~ 

of the 8C>ldotn.' bonu.o; tbaL is what. hroughL iL about. 
Mr. VU<IOl<. ADd the oppootion or the gontl...,... (rom lf.-. 

cbtL<et ... ·~ ~r. 
Mr. 'l'luw>ivu. I p,..r·or 1<> ~;et. the IJliwer diroct (rom tru. wit._ 

•itb all du• ""'J)<'<t 1<> my oon .. ,...,_ 
I ,.·oold like t.o •Y this, Mr. Clutinnan: Tite witn...,, Pror.-r 

Oliphant, Dr. OliJ>hant, Atwntey Oliphant, .., he is entilled, Mr. 
Oliphant. at lealit--
~Ir. Ou••uANT. 'flumk you. 
"ALr. 'l)tt!..\1>\\'AY. Jl11.8 oo.~n txtrerl\ely courloousand patient, 11nd h1UJ 

l'Jtltibik•J 1 think Vf'ry gen•r8J knowJedj,'1l of th• •nbjt'Ct. Of th• tAX 
bill thnt Ito i• bt.eking, nnd J>e"llnfLUy 1 want. to thnuk hi111 fot• l•i• 
004nt esy Lo 1 ue. 

Atr. OLII'IIANT. 'fhat generous re£crence to me couJd rou1e f1"0tn no 
one else 1'-nd h• \'1.\ IH6 appl'l~iate it. more. 

l t r. L.\Ml'ft!CK. Mr. Ohainnan-­
Tbo Cu,un'""· Mr. t..mneck. 
llr. w.><Nr.ct<. Mr. Oliphant, •~ you particularly mt.....,td in 

rai.Mtl{f re' enue or •~ you more interesud in having 1101nt rwow ca.x 
t!cltomet Wb ;.,h is your pufll06"1 

Mr. Oa..uotU~"T. Solely inteftited in n.iring rereone with the lft.it. 
lutrd!hip. 

)lr. kM.NirK.. ll ow mucb money will the corporatiCM~• J•Y u.ndtr 
this bill I I n,..,, bow much incne5e will they pay o•·or lbi• btU I 

llr. o ..... u .. J<T. When )'00 j!\'1. to the ... uer o( tigurci8--
Mr. L...li.Nt:CK. 1 would lib to ba,·e some expe.rt a111•·er ic: n ow 

much more will the OOrJ>OfOt.iOOS pa 1 Wl~r thiB biU I ban tlMI old 
.,...up! Who can &lliWtr it.l 

Mr. MoLwoo. $6201000,000. 
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)fr. l ..AxX!lCL No; tb1t •• n<,. rorrtt't. ! ~t to know bow Rlotb 
Rlt)"' th~ tor~tjoos arf' ,., m~ under this baU th•n they are uodtr 
tht' ~~nt b1U. 

~ r. 0aAMIA.,.,., b tl\at- hu\\ murb more comes (rom the hu,.;.-,_ 
prnfitH or i.s paitl b~· CCJrf.)C}~Miiollwt, 

Mr. LA;,,~'"F.ICK.. Coq>Onlhon r,.nllll#QJ, taxes. 
Mr; Y as-sox. A~ tbt~ t> •~nl limr, to J.,'Ct. it down tOIH'rtlrly, (•or ... 

f)tll'l'llums ure payang: about, $1 , 1 00~000,000. 
Mr. l..~o\ lf!"IX"K. 1 did not tt~k I hut. 
l lr. Vas-sox. l 1un trymJ,C to ,..lift down what you want, t)(l('aU8t' you 

art· a. .. kin:t a real que .. tion. 'M1at. L'f OO!"f'eet, is at not, .Mr. J.\lt'l_,f(Wl t 
lrr. t""'llNIX!'ll. H ow mu .. h l 
Mr. \ ''""'"· About $1.100.000.000. 'l 'be stocl<holdorw .,.. pnin~t 

•'""" 1.100.000$)()0. n ..... will bt an ittcl'fiiBe in ~ tue. fllld by 
.... Slod<hold•nt. 
Mr. L•>~~'llCIL Of how mucltt 
.Mr. V.as!W)s, 11ul1 is ~hat you want to know; you .-ant tO b~ak 

du~·n lh 15 ~10.000.000. 
Mr. r.-. .. ~'J:CK. $.'>91.000,000. 
Mr. VnH!OS. $591,000,0<xl. In my opinion, it m•y be $()2(),000.000. 

Yuu can roll it $MH,0001000 if yml want. to. Wh11t. you want to do 
J~t to dh,ide up yvur $5111,000.000 or my $620,000,000 kL\\ ~~n iluli. 
vichual'& ineome.tu: t'f·tm·•u• 11nd t-orporalious. 

Mr. LA.NNmK .• 'D:ual is ex1<..'tly what. I want. W'bo can i,.;\'e me lh11t 
inlonnation' 

Mr. Mcl.mo. Of OOtU'"'· thot figure ..-ill depend upou th6 1ctu11 
amount thf corporation hu retaint<l. 

.&fr. LA.NS't:CL You ba\'f ruadot an estimate of bow nuK"h thtv a~ 
JlOlll~ 10 nr-tain. You Mid tbf.y are going to retain 30 or !\3 ~nt. 
Lot u. P-' on thal buis. 

Mr. McLooo. AU right. l will gi• • l'OU that figu,... 
.Mr. YtN80N. \\1Jailf be iJI fi~uring it, rould r ask :.\Lr. Oliphanl a 

quftition f 
Mr. J....,.,.,.,... Y ... 
Mr. VrNsoN . . Mr. Olit}hun•, in l"fgord to the RJHttll rorporiUicm 

tlfW'Iy held, I ask i f this is not n f~tct : 
It a COI1>oration C)WIIt"tl by four iudividual~ wel'e to h tl\'t\ ftn 

adju~e-cl net income or $ 10,000 • yllar, they coold deelorn thr rntire 
11(\l adjuSted inrowe out in tlh•idtntl•, divide. it up $2,Ml0 1wr pe1110n, 
and pay a much lesser N U e individually than the corporation wouM 
pav under ubting_ Jaw I 

Mr. OuJ•tu~--r. That i1t ri~othl. 
llr. \"or80s . ln other word!!. undfr txisting l•v.• tbf' nt~ would be 

$1;!:.0, $1.:.00! 
llr. Ot.arn.L"M". ThAt ut ri8ht. 
)l r. Yts~s. That would lX" paid bv thetn to the coqJOration_ but 

in~ a.• •il'f"'eeuaUy paid bv tJK'IUt .. 
Mr. Ouf'rtAsT. ThAt f~ rilo(lu; it. comes out. o f their pock8tbook in 

th~ long run. 
Mr. VJl"SON. Ami it full di .. ~ribution is roJtde, they woultl J>"Y 

lhl\ appropriate i11cOmc·tn: rMc 1 
Mr. OJ.Wl:I.A..~. That. i.s right.. 

AEl~Y\111 ACT, l t t• 62S 
;)b·. \'t ~.O!C' - And they c:an tum bef'k uuo d.e eorpontion., e~thotr 

throtlj!h • lo"" or 1hrou!lh t be t>Ur<h..,. of tock. ouch proportion of 
tll<! $10.000 •• 1 htY, - 6! I . 

Mr. Ou••nA~T. 11tat 1.s: r •J!bt, 
.Mr. Vurr,MJN. or ('()IH"S(!., thttl \\'OUitl "Pt>lv to c.'OrJx>nllion~ of lar~r 

inc'(lllli' UIUI "i1h fl lau .. ~r num\:M•r or .. t~wkholdf'r·Jt wiTh" dt'(;rt'l!l'"t\(1 
in<'OII1("-Cit.'C n at& J:M•r indh,.idnn l t!torkholllt'd 

Mr. ()1,11'IIANT. Th11t. is right. 
Mr. ~\\JSt:cac. You qa)' under lhe 1u•w bill thl'rt> would never be a 

eoq .or!*tion rlipital lt!\•y, i~ that rij.thlt 
.Mr. 0LWUA,.T. \\that t Fa id v.·A.!'. there Wfrf' (our ~tn:"f'!J from 

whida pt,..•ple ran pay ta.~~ if you left to on~ aide- taking a I'Nirt. of 
tht1r capual. 

Mr. ~~~~OCK. Bttl \"OU did A\' d111 lhtno i~ no tendition .. that 
t'O'tld art-.re thlt would nu:an • Hj)ital lt•n· aJf&,iMt • rorporalton1 

)fr. 0ul'lt4,T. Ir you arf u.JUn~r. • ·ou)d this ta:c. bill ~,,_-r m 1t.1 
Ol)frllhOO ("Ill 4)n • torporat ion 10 p•'' 'iOIH«hing I!IOre than what it 
bad out of tt~ thrn current eanain~iw that your qu~.tiont 

Mr. 1--.uo-.• r.t'K. Y e£:. 
Mr. Ol.lf'11AS1'. I ne''f' l" tnndt• any f!uch to.lllttment; no. 
Mr. 1..-AMNt~K. You tlic-1 uot i 
Mr. Ot,ti' IIAN'r. No. \\~'"hut. I tri(lcl to tny wtuf thnt. it ~tns to me 

t h11t. thi~ IJill goMl AS far ftS you Cllll ~tO ill the 11111t.t.er of reducing 
to a m inimum lhOfit" indh·iduul Cll8t'8 u ( hanl_shj~ tU1d 80 forth. l 
da~y Y(J4J wilt fincl i11dividmll CMM'Il of hanl"'hip whe.re that i.!t tnu•, 
j11st ..sit iit tnK' undPr exn.tinl! law ,.., .. and J ·~taxed the same rate 
.@() far ate OUr income ta.X is CO~ril(!{(, but [ may h.a\"e I Fick wife 
and thrN sirk children., and the barcJ .. hir) may be e»>mHM...,Iy 
d.ifereut •• 

Mr. LA,. srra. SupJ>OE'I(! I 1nadf a millkm doll an; in busiflfl!l!:. and 
I wu oblijt~INI to pov tl•• bonk on 1 h• l•t of S.p<ombtr. $700.000. 
11M' (;on'M'Imtnt would le''.Y t2.G pert(>nt or $425.000. 1 would thtm 
poy & r•pillll lovy. would 1 not ' 

Mr. Our•ruN'I". 1'h~ Go,·ermnenl would l~vy on your ent il'e tiltH• 
jnW!, t lu•t i11 right 

Mr. L AJotNt:ett. In other words. t would p111y $125,000 mol'c than 
I t ••rn .. df 

Mr. Owa'tUNT. You would then taka your lOAA, incJudlng your 
tu. 

Mr. '"""I!Cl<· And it would bt a. upiral l•vy1 
Mr. OurnAX1'. I t would decrttt• your toul npital. if I follow 

you. 
Mr. L.A.lli!llr..c.-x~ I c. would be a npitallotvy. then~ • ·ould it. nott 
The arJ(UinNU hu been mad~ htre thai tht c;~nt. tax law dif.. 

oiminatt"4l aJt~illst partnendtip... ~nu·~ art - 14.000 tGI'J)()f"ttioos 
ha•in~ an income of less tb•n $1().000; ~ that ri~ti1t..f 

Mr. Ot.ll'u .A:ro;T. J ahjnk •bat is ~ou1)!<.1.antlally the fi~r'@:. 
Mr. l.AJIOU((;K. lf tht v we~ riU1nf'r8hi~, tlwir tlii..X('8 woultl bto 

leM thun they arr under"ib~ OOI'po_rnlion form! 
1\ir. Ot.rrnANT, Other things bcin~t c<11UII , tlu•t is tn1e. 
Mr. LAMNt.crc:. lla.s not. Uto lii'JCUme.ut. of it lx.o.en tb~t t!•e. rtA80n 

IOU w11nt. a. new talC l.aw is because. we ha,·e been d~BC-runanatmg-
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ajlOlfuL inJuidua.lo and parto•nolu)ll, in 214,000 «>rponllooa out of 
il!>7,0001 ThiL is JlOL"""' 10 Ill 

ltr. Ouru..t.XT. I do not follow o,.t.. FnUikJy, I jt.la.l do llOl 
follow iL 

Mr. LA><><OCK. The 214,000 ho•e e10rnings J.,.. 1bou $10,0001 
Mr. Oa.aruAN'l'. Y ('8. 

Mr. r~J\MXECK. Tho pr111rltll'tihiJ)I wm~ld pey Je&~ lAl."U'8 undt'l' du" 
.. uue ebuditious if Lhey \\l'rn par11u:.rslupe Lhun these 2141000 c.lo u 
oorporntion&:t 

Mr. OurtUoST. SupJ)()tole th<'rt\ w~re that nUJuber of s>•rtntnJ, 10 
that each one paid th~ no.-lr,al 4 pen:tnt.. 

Mr. l •. unn.cx~ \ "'ou •~ talkaug about individuals. 
Mr. Ot..ar-.u~"T. y,._ 
Mr. ]....._.w"!\"""JJC'K. I am not talkmg aOO.rt indh-iduat.: 1 1111 talking 

alw,ut. J)&.f"t:nf..r'Sp8 wbtre vuu •ould ha,.a to ha,~e two or mo~; 10 
the -..·bole argumMt. baa ~~~ that. the t>resent law dt«rimmalt'C 
apu ... pllrtJoersbipa. It d""" IWL 10 I be e.<leoll Of ~14,000 oorporo­
UOnR, anyhow, does itt 

Mr. Or.ar•nANT. I do not follow U1At. 
Mr. I.AJor~·£Cx. All riube~ Now. can the extX\rt. hero gh·e m& 

tho nmount of money to 00 r!'b.ed 1111Uc•· tho. suggtlbLOO lawt 
I wonl to ask th.is question: 
You said that th~ rate to ntiij& an f(tual amount of revenue would 

han~ to be 2-:i.:S percent, if we rai'*.'<i revenue at. tbo [>rt'tM"Ilt r1te. 
J\ly fljrlores are that you oolite~ a~ lloe present time ~91.000,000 from 
oorporatiooa, and under II"' new Jaw, the proposed law, you will 
oollocl $328,000,000. 

llr. 01.ll'1U.ST. I did not get. your 6rot figure. 
llr. l..ue<F.CL Undtr 1ho p,.....nt Jaw we are <011..-tillj( S.Wl,· 

000,000 fJ'OID oorpontlons. 
llr. 0Lil'n.<><T. Ltl til get. lbat figure. What ia the ontount now 

btinl( collteted !rom OOrJl<lMIIion&l 
Mr. IA;vsa:.x. Noi let rne put it. this 1\•ay; I 1.111 wron~ abou~ 

that: Tile increa.sc colleceod. ncoordi.ng lo your figure&, tulder the 
nAw tiet.-up will be $691,0001000. TI1e tunouut. collocled (rom cor· 
J)Orl\t ions, t\1e Utc•·uso uuder the now scheme, is $328,000,000. 

'l11ererore, JOU would only brave to ineruse tJ1o rate f rom it. 
p,.....m rote Jess tban 22 ('!'~Ill to r&iae the $328,000,000. 

Mr. 0t.JPJtA.XT . . A.s I ~11d to you,_ whtu you get into 8gui"H you 
,.~ n"' beyond my deplb. I am advised l>y the statiatieol otalr of 
1he Troasllry .O.partJnenl that. mak .. the eotimateo that ~ Jlel'ftltt. 
wocold bo ,_ry, 

lfr. r...."IICIL \\'bot. I am tOOting to is, as an ex.,en and a& an 
adn .. r or oliO Troasury, would rou ol>ject. oeriouoly lO on u>e .... se 
in the prMe.nt nee that would ,..,~ tho arne amount of monty chat 
yoo are now asking fori Would you ol>jecl. aerioUBiy to thn kind 
ofabiUI 

Mr. OurllA)o"T, I do not. think that is wise. 'V1aelhe.r or not. a 
d •inK is .wise or lUl~'·ise Js 1dw~tya 1. ri\letive matter1 is it. not, as OO!n· 
pllrcd wuh souletlung e.l~f I do not think that 1s nearly u d6tnr· 
able a COUI"'SC [0 IHU'Itte. as th<> one OOfore the. oommitteo. 

Mr. l~M.sr.cx. There is • lot. of dilferencet though, to a botlneN 
man. He can use his surrlul!l'unde.r that S.Uggetition in 1he way be 
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~~~. l,ut you •~ telling him how ton-. h undtr this new law, are 
<Oil noLI 
• )lr. Oa.u'ff.Al"T. \\"e are tryin~ 1101 co. 

~Jr. Lunu:cK. You arf forting him by • pen1lty hx. t\·tn 
daou~o~:h h(' dOf'H not want. to, to do wh1t you •·ant hirn to dot 

Mr. 01.WUAN"J\ No. 
Mr. I~)INtX'K. \Vlutt. is (Tuet 
Mr. Ot.II"IIANT. A.~ I ~ated at, th1• Otll iiet 1 it i-l' my ~iti(lon thab 

it i-8 for the om~rs o f the t'OI1>0rAtiOn lO <feft'nlllne whether or nOt, 
tbev. •n: w>ing to dis~ribute eurnin~ anti how murh they are {."Uing 
to at.Htrabut~. That 15 none o f I"~ Oovtrnlllt'r\l's bus:intAA. 

.Mr. !..AM S"!CIC. You NV i( tbtv do nut clo what you pro•ide in. 
tbi• ~II. 1bon yau •ro ~[ng 10 ~OIIIi>A' lh•m. Do yoo noc. My 1ba< 
in tlu• hUll 

Mr. Ol..lf'ttAN'T. No. If I tan fini!.h thf" Mai P'Rltnt. chat is nont" o f 
thf Oo\'tmnwnt'~ btaltiness. but it ht tht: Oo\"t•mnwnf~ but;;in(.W that. 
th,y ~haJJ noc u~ _the oorpona.ti~n or Jlf'rmh Mhers to u_qe tb0 Mr. 
porabon u "' de,·•ce for avotding ;rurtast"'l which e\~er.vboth· tl~ 
hall to />"Y· · • 

Mr. ~~ )l!'itF.<"K. f__.et me a;"k .v,rm IIIIUthrr qu~tion a~ n ta;t C'XJ>(•rt : 
11~~,... IM 11 ("t•mf>An,Y '''ht('h m 5 ·''''Jir~ tl•rn.ufhout •h~ fh,IJ>I'(mon 

JOf.ll!ii~.OOO.OOO. They nre 11 ~tood t'~~mN'm, "" I doin.t! bu~ine~"l. Do 
you punk th('y ~US!ht to be J)('rmH7.t•d I~ thf P;~t.rnt of 4g . .5 pert't'nt LO 
n'lunld I hit <'ll llHa l fitrnctun• to whr~ J1 Ml.'t in 10'.:-91 

l lr. 0LII'HA:o.-r. No; and I flo nflt think tht"V ou.-..Ju to be s-ub-. 
~iditNI in ordtr to rebuild it. Thttt it~ the "''•Y il ap..;ars to mf'. 

Mr. 1.4<A)f~ttK .. You do !)enaliu tlltfn undf"r thi" bill. do l"OO noel 
)lr. o ....... ,..T. H 1«1.000.000.000 of th• ~.000.000.000 a(Jclrd in­
~ ,:oin,:: to iufli•iduals. if rorponlf! floarnin,us an- distributfd., i• 
lnt"'tnf' th1t would S:O ro ptOple that ,.-ouM P•l" a tOial rat~ of mo~ 
than l G JWf"t"'t"nt oo thtir income-, and you a~kt'tfe,·erybody els;e to I,.Y 
thr ~m~ surtax£-il (Hl business profitJt, yoo 11re not penalizing any .. 
bod

1
v; \'OU ftrf' just d~ining to grant & bOnus. 

A r. 'T •• ,._socx. Do you bnve llo001t fl~:~oresl 
.Mr. Mc·l ~r;(ln, r hll\·e : ' 'eS. 
Mr. f .J.A>tNJi!CK. All rjs(ht. 
~lr. M• LtX>o. Under the proposed bill th(l corporAtions woulci 1)1'Y 

"tax of $J,OM,OOO,OOQ. Under th~ ll~·nt lnw they pJlY $t.L32:,000, .. 
000. 

Mr. r~A)f:o;'Y('l[. The t'O~tion..tt will pay lt"M: undtr tht ntw billt 
Mr. Mcr~KOD.. That i:s n~ht; LIIJtUifl\ing von ha,~f' in tht nld bill a 

npllal MOC'k lax. an exc.'eB profiu tax Ami an iD('()n'le tax~ Tht" 
<llllit.al """k ta• and tb~ ex.,.,.. profll> 111 ..-m bt repoalrd. Tbon 
~will hat<f a flat rate of tax on tht tou1 rorporatt- int'Oint d~ptnd· 
•~t~t on tht~ •mount thev retain<'d, MYt 30 p4"1'N'nt. Ttuu nJHrt._<l tht\' 
~ould b6 paying a Jfi-peroent. rata of to• on tht total rorporati­
mrom(". 

Mr. I ,AWN"P.IC'K. In that evont you would not 111i.Rt' acr nm,.h monfy 
under t h~ new bi II as- yOil do now und<'r tho old f 
~lr. MoT,I'JOO. Under that Jaw. !Je(-ou811 of th• 70 pe~'<>'nt tbot th~y 

J}IUd out, we would raise in the individuAl inoome ta:tes~ $1,811 , .. 
000.000. 

Mr. CIIO~'Tnr.a. H ow do yoll. know that I 
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Mr. l .• uo><r.n. Watt; let him fin.ioh lbu qutotie>n-$l,l!ll,OOO,OOO. 
tn•ltr lht- IJ~nl law, what do :\'ota rau;et 

Mr. M<L»>O. Undtr individual./ 
.\ft. LAN~f.CIL Ye.... 
Mr. Mrl..o:tu. $1,163,000,000. 
Mr. t ... 1u;:OCL In other words, JOU ba,·e- raitoed from i.ndit'iduals 

tltt dt lftri't...,., aboul $600.000.000. "'Uul rorm:tl 
Mr. Md"""" Yoo "ould ...U... from tlte indi•idua.ilth<l diftrtn"' 

bot•ttn $l,IM/IOO.OOO a.nd $1.1HI,OOO,OOO. 
Mr. r ...... ..,K. ·n ... is $6:18,000,000, is lhal ri,;thll 
Mr. Md:.oJOO. 'J1l&L i• right. 
Mr. t.AwKO:'K, ·11H~· ar'-'lunent was madt\ that.. lhi!l lie~ bill in di_s.. 

tributing corporR,IO ru!ld& would I>Ut. a lot of J~un:hft.l:l;ang power in 
the fuuul~ Q( the UHih•ulunl tft~'tj)ayer. b that. r1ght..f 

Mr. Ot.ll'H ANT. 1 (lid not. mako thttC *'I'J.(lltn\!111 . l do not know 
whNhel' t~nybody made it on behalf or tlu- fPrelHnu·y. 

Mr. I.A!W :r-•r.cK. H tllar. was true, ir th~tt h~lA \>t-en . the. argu.l~tnt­
and l aul aUr't' it. ~'l'a.hJ it. b&S IJ,e@u l"tfK•ntt•d IOJUIY tuul)j-we mun&-
<hat.rly l>r()('(lt"<l to take ~.000~ away from theml • 

Mr. Ou•n.-~'T. Tht: man who ~\!iOnt that •rl(mlWUt w1ll ha\'e to 
t.alcc eht~ rf' ... pOrbibility {or ic. X:obody ma.dt that on btohalf of the 
Trf'11.!'ury l)f'J•nmem. Thi$ L~ not • refortu b1ll; tl&u• '"'a ta-.: b1IL 

Mr. r:,,,.~re&. 11>&! is a !•"'• that JOU r••lly tak~ $&>8.000.000 
away fnm1 1M inlliridual taxpanr that hf. could ~f.Wntl on a )(II. of 
tb1»k"4 UU41tr ~~ p~t bill f • 
'M~ C'fu.tnus. That. L ... ba..q'!(l 011 the i.DC..'OIDf thc.a. he ~~ts from 

irK"n.·•··oi'd di,·idtrHI~ He ._-ould t'f'nainly han" mort' mont"y, or ebe 
bt' ('(HI let nc•t f:MtY that. 1A..1:~ 

Mr. l •. uf'tX"K. You u.ke $008..000,000 awey from him th~ minute 
tJuu u1.x i• •l>s>HNI. 

Th..- CuAII)IIAN. nut that ls 8 perctnta~ o( hit irK'rtMt"d intomt. 
Mr. Vas80s. I am told here tbat thai $Gr;ij,()Cl(),O()() tax~ additional 

tiiXt l,aid hy tllt' individual. is bost'Jd UJJo011 1111 ,_d{'(JUI-l(' ill('OIIU' lO 
1mhvu.hud" o{ $ 1$(K)1000.000. awd c..-onRI(JU~nlly tlu.• iufliYiduttl would 
llfl\'f' fllll~iUUi•lly $4114:?,000.000 more thnn ho- wuuld hove unt.ler 
I'Xi~tillg" )IIW. 

Mr. C'MOW"''IIt:R. I would like WSi•r, if I cnn g~l chc un .. wM to my 
queo-tiun, tH\ "' hit is tbni.l:ta~sed that 'they 1tl"e "'oiu~t lO gf't th11t. much 
1uoney fnl1tt t h~ di:I!C ributcoes/ Dcxos ll t l~ ·r~Asm·y J:)(opnrt 1nt•nt kuow 
ltuw tu1ny imlh•irhull taxpRye.rs tu·-e abo'·~ tbt• ·~~~~JWt«-'t"nt Hr'K' thnt 
Mr. Olir,hant. tiPfllb or that.·~ stockJtoldt"~t IIRV~ thl'y the list 
of PolC)I:>k u~hlenc that. are at. thAt 6gure t 

!)Jr. Mcl.r.cn \\~f' ha,·e- the list of fltOfkholdN•f whf• t'tJ>Ort~l di\"i• 
di>n•l"' iu thr prf't•tdml( yHr by their inronw l)f"A("krt•. a_nd wt ha'~ 
it fur.tllt"n-ralrl"f'C'fdin~ ynrs. We ha,·e tht tll\·id~»d hi.~ory nf tor• 
))flfllu~ ArH individual:-.. and ba,-~ recoehtd th~ for maor Yf'IN. 

Mr. C"'.n•~•OL 1 am ~rlad that there is ~ltothinl: anuit about 
tlu' informaut.n~ bul I still hold to tbe l)Oint J nt.~dl" Hrlif'r---tbat 
wlult voo nUty pcw;1bly get th~ nKNWy IbiS yHr. you will Jl{l\·f'r get 
It anoiht-r ~·tar, ~u~ the people will not pay that nlc.'U.I~ of taxa· 
tum, and Cbty • •all fift.k other an:nul'lt for 1bf.ir tiJ>fCtalation and {or 
thttr •nn·-wwnti. Yoo wiJI oe,·er get it 8 b(I('Oild yrar. 

( 

ftP'INUa Acr, ••a• 

Mr. )lc(',,.>~•O<; Yo~ mad. "'f~rtnte to boing <>t>r-1 Ln th• ~,.0• 
eral manufa('turt'f!l tXtw ~-'t.. ) ott n•ean as bttwetn 1~ n•.atttni 
•hKh •~ twf~ IM CCM!I~Itte& nowt Is tllal. ti"Ue t 

)Jr. 0u.ri.L.I.". n11t I~ ll~ 
Mr. McCoouuCJ<. In other words. if you had to 110 lnln uc ... mat · 

tf'!'S- .-ould you not rath.tr ban~ a genenJ m.anufactuft~' ~,;ci., ta.a: 
w1th the 1~MM of l1fe uempt. tnan a p~og t.at 

lJ.r. 9u••rt.t.!'liT, I want. to rder 9\H'.St.ions ol policy rtlating to the 
p~11Jf tAX IO the Departulent. ll COllotom&. 

Mr. ~lcCo•nucK. T am JU8t asking you. No department 4."ntera 
into .tbalt. 'VouhJ you r11tller ha,·e 11 ~renenl lllA.nura<"turl'nt' t•xei&e 
tax. m the enmt we had co go to iL, iJl l)referenco to the J>roet'AAing 
had 
. A_lr: 0Mt:u~N-r •. T would be crnbnrrru&:d by drt~wirlg 11111y t'IIC:h 
JUVIthOUM dlioltl net lOft. 

Mr. Mt:('oH~IAtiK, I am julie asking YC?lt " c1nest.ion of opinion. 
Mr. OLI I'UANT. I ran AOO plenty of ctrcunt.~:;tant.'t'fl if the <~~ittu•tion 

wen' tlf.'t!jJ>t'r•te "nough whC'n we should go to ta.xe-s on COIUJumption 
u well as the manu ft1ctun•~'. 

~[r . .MtCmutAt'K. A~ lllfotween th~ t:t_'{ on {ood. • •hirh th~ f)r'O<"· 
tt•stn~ t.:ce"' ·~· ".oufd y&tr .. not muth ~N-ftr to hav-to th\' l(('n('raf 
n1anuf•rturtnt urtlif' tax, wnb ~nts o{ Ji(~ ~:ctmpttd from 
thatt 

Mr. Ot.WIIA!\T- I would much preft:r not to tXpr'ft!IIJ an opinion 
on that. if I mi~tht. bt to'Cru~L 

llr. M("("(Ut)l \ (""K. S<•l f'f"ffi a ~r.;onal opinion1 
llr. Ot.rl'ltA~1'. That is right. 
_)ir. llcC'oaUIAC'K~ In other wont;. I wanted to Stet. your ,~~;tatf of 

aund. thet ,\"fMl are Mt. rornplttelv and abeoluteh• OJ>J>OSfrrd t.o tho 
~-,_~neral manufa("tnrN'1t' uri~ fiX. )mt only uodrr lhe p~nl, Rhaa,.. 
hoo ,·ou pnof('r thf''-<' m('thods t.o Lhatl 

ur. 0U I'IIAX1'. Th•t '" riJ,Yh(. 'Vhat I ~y i.!l tbat when you hrwr 
an opportunitv to ch~ · 
. Mr. loiC'C?tt,iAt'K. l ouly tl"k you lhf'~ l.w:m~ It 110me (utur(' h('lU'• 
•nilS vou nug-ht 1)(11 qu04ed rtnd your lil.ate of mintl rnigh1 no~~ NHn· 
r>fetefy undormood. 

'rhe CuAUI~fAN. r do not think any of l iS who arC~ opp<~i<!t'(l to tho 
mllnu(ll(•hlrf'"", toC11 1M h1x might not. under some emerw.•u<·y illlbmit 
to_ then a tem1>0r11rily. 

Mr. Mt:('(ltU.tAt"K. Mr. Chainuan, l just want to A"'k Mr. Kf'nt a. 
<tupo.c;.;tiun. if I mi~rht.. 

lJr. lltLL. A~ yoo thmu~h wirh this witnet!l81 
Mr. )lc<"oo.>oACK. rr lhev ... throuj!b wilb Mr. Oliphant. I do 

not •ant to do I h•l if •nV mtmber of I he roruruiltee hu anv nlOI"e 
q""'iono or Mr. Oltphan•. • 

Mr. \''"'""'· Will ,,,. ~·•Ieman yield Ln mel 
Mr. Jlu.r ... Mr. \,.in'iOn. 
Mr. \'L~"""· Mr. Mct..OO ltll•t me the fiJ!U"' of $-UIOOJlOO.OOO thaL 

•oold 110 lo indiridual .tookholdors. That .,.. .. baoed. I ooj{ht to 
ba,.~ rnlir.ed,_~tw.n 100 J)tl'ftnt. distribution. 

The $4,800,000,000 wu 100 ptmonL diSI ribution. 'Thf 70 ptrunl 
distribution would bo $8,8001000,000 to individual ohar•holden. 
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Mr. COOWT1Dt1L Tha• is just tbe MIM aum ..-e approJ>IUted for 
fth•ll .. • y .. r, waa ,, 00(. s.u;oo.ooo.ooot 

Mr. v1,.80,., Th•• ,..ooJd be $2.i&~.OOO.OOO n>Ore than th, ~-
000.000 m•ohod in tbe tu. 

l!r. llc('oooucx. lf you are all tbrou(l:b, I would lilco to w Mr. 
Ji-.nt o few qutotio<ls. d h · 

TM C"tcAIR.M.AN. We thank ~ {or yot1r appearanee an • t e tftlt.i. 
11,00 • you h&\i& gi' en the COntnUttet'. •• and ~ t1lank ~lr. rreadw.ay 
lor ~•• help'" bnnging you here to g~•·e thot fine ""PP<!rl to !~'• bill. 

Mr. Our11,.,_"'T, J appreciate your K:indnese 111d co•wderatao.n. 

FIJBTJIER SUTEIIEJIT OF ARTHUll H. XEBT 

M M(Onea.tAOK. Somebody n!ptctieul ins the. Amt•ric•m Tr1msit. 
.A~iotion-they have. oftioos here in \V~tiluu~ottou-cniiNI to M.'e me 
lht• otltrr dlly tllltl Clalled to my ntteutJoJ1 chu, ract that whf'l~ .wt 
fNil0\'('(1 the c0 n .. olidat4.-'(l ret urn except as to nulrthUIIt I h~ JUO\' iii•On 
\tiU& 11m Jdt purnitdng it to llpply to l!>trcet, ttub\eriJon, 0 1' mterurbttn 
eloctric rtihuy~. 

Mr. K.sT. 'thot is right. 11 1 11 · J.. M ~fcCt*NACK ·rhat the l)epartment. natura y o ow!ng t 
J.,~.;.·.~ tt.bt'<l. has ·m.~hed the dK"i~~oo that tbty are not. enudtd to 
61~ a ('()1\..,olidatrd rttum. Is that. ngbt1 

Mr. 1\&.,"'T. That b righh . . . . 
Mr. Md.:'(Jit)IAC"K. Do ~·ou kno~· of any obJecuon to tht1r bemg per-

mmNI to file a tc'"lft...Oiidated mum 1 . . 
~lr. KJ:.l''T. No: 1 do not. Jt w~ )USt a qu~uon of ~•tutory 

Jnttrprt-Catwn, that. was all. . . . 
~lr, )lc£()tt)IACK. n11t was the info~atioo_l ~l\N1. IJlC1 J jlW 

1UIIt('(l to ~L rour viewpoint and tlH' ,,e.,.. pomt of .thr l,Hpartmtrlt 
and pul It m tbt'> ret'Ord so the C.'Oinrllithot couJd eot1tt1der It m ex.e<:U· 
h''f ee ..... iou,.. · 1 

J,_, thN't.' any reiJ"lln, also, why they ~1ould not.. I)(' ~Jvtn t I(' "amf' 
ecm~itle~••uion that railroads In'@. with rcff'l'('llOO to rtlttt, 1u1d ,.o forth I 

Mo·. K•><T. J think not. 1 d 
Me·. ~lt•C.)IIli ,\C"I(, J will rend into t~t£' n;,t'OI'(~ p .~uf!gt"~Ht('( fiiiiC' I~ • 

llt\'lll 110 thM the J){opnrtnU:mt. tlU~ COIU!Mle.r ll. 1 htR UIUt'Hd tu('nt \\:II~ 
ltft iu my ofUt>e: 1 1 

&'<tion 141 . ·'" the •ncl of .subi,>IU'agrnph (\1). Bflor I •• woro 
41dh•id('n~l4·~ fitr"ai«' out. the por1od, 1rli4'rt !' S(':nut'01~n, an~l !'del the 
fo1lowin4l: "Mtd cht t('nn ·eommon _ ~rra~r by ~a1rot.d llleludes 
t~tl"("(':t. •uburt.n. and iulfon1rban 3ledrlc r11lwaya. . 

1 put that langua~ in the record so you gtntl(l!lltn ca.n t()nsulPr 
11 Jn ,Titw or your a~w•r.t. I do not thmk thtrt- wall be any 
doubc b111 wbatth• ""'Iter will be talctn <are ol. 

11oal U. all. . • 
llr. ,.,~.., ... lfr. Chainnon. at this point l would hi«< .to puLndiD 

tM f'f('Ord a dlan. ...-ith rtfet'f'~ to tlat' ta.x burdtn. nauonal a 
l<nl. beod<'<l, "Nation collect6 23 poreont, loul ,1!t'tl77.~ 

It abo~·• tho rotio which the national .ad 1.,..1 .,.,.,. "' porcentag& 
in O.lltium. l'olond, the United Kin!l'l<>m. Italy, ~·ranee, Swtden, 
.Ja1_)1111, t'Jt~nn•ny, Canada, and the t:nit«J States for the yean 1932 
IIHl 1038. 
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'J'bis dart rep..-nto a romparison of the tax·ra•sin~~: oy•te ... ol 

1he Unoted Stat"' and loreij<tl oounm... The l>lra l!loow th• rolio 
ol nationol to IO<'altn re•·enu.,. lor .. eh toWJIJ'y durin!! I~ 

Approxim.ateiJ 80 ·~~Dl or the ~\'eDUH of England, ~lsciutu, 
lbll~. and l'oland ore nU..d by tho ctnl.ral (1:0•-.rnment. Tho na-
1101,Al J"f\-e.nue ia dtnved in. most. euuntrit"s by a eombination of 
int'Omt tut'A, inhtritan~, bu~ness. "'.xeisf: .. and cu'4.omll taxtt.. 

ln tb<' l .... nitt"tl SLal<"S during 1932-33, tho Federal (io,·ernment. 
railltd only 23 I'""""" of the total re•·enue, while Stat~ and 10<'111 
autJ10ritiet rai~ 77 J>ercent. 

TI1e 0 1uJR.WAS. " "nhout objection, the stttement. may be inh('rtAXI 
in the 1'0C'Oro. 

(The chart. l'<'fea-.,"'() c.o ht on fiJo witl1 the couunittoe.) 
Mr. Owi'H ANT. I n(•jl'lectad to pur. in tho re<.'Ort1. IU' 1 1nten!lttrd to 

do, n bl'i<~f ;.tul('m('nt o ( the his1ory of this gt'neN~I LA:< J>hw, bt•giu· 
niltF, on J uuc 30, 18&1, and extending clown to dttte. 

(J'h~ oUtement ret~rrecJ LOis liB lollows:) 

Datw HurroaT or TIP:ATWJ:.'IC'f or Bt:MilfDlS bOOMC A:to or ,\nKW,.,. 'N 
1'11nJC.'fT TUI t;eo..,,,. Of' TAn• TliiOCrott: TUC lbi:ncfTU)'C O• CollrotunOl'f 
l:.U.."fiJ(OI 

Tbe rr.-Jdf'at'a p~ tax Ott cmdh'llli'<l ~Ito. vrnflttt ""'l"ftl a 
pnlbtfm wbk'b ~ bad 1- altn:dora or ~ of tbtl! Tnoa.surr, ..,...,, ~r 
tcodttlt• or ua.s:al)oe tor ov« a ftDtnltloa.. JD(Ifofrd. ~ ln &bot ftltl&tott Pf"'''ood 
ol ........ h:l('(lallf' lA :If'!' ( ~71) ~defttl«t 81JIPNn tO tlaYt bf.ta JIY"tO 
co tb:la J)fObleal tor! bfelaalnc w1tb the act or .JUM 114 tMf~ ~ ~did 
tMt t~ piM ant~ Pnlllt• ot t'OI'pOI'1ltloas sboul<l be lDdodfd Ia tiM aa.ual 
...... Jlf'OIIt., or lD((IQN} ot aDJ- JlN'IOfi toliUfd to cbe ~ wbfotbtt' d.l\'lckod 
• oc.llfnrj~~~e. 

With thfo ad.-Nt or tht: ftiOd('t"ft ~~ tus ta JD13. a lm:t.-ll)oll to llf'f'Ttt~t 
t.be f""UIOD of II'Urta :r~ lllrouctJ tbe WJt; Of t"'rr))ndoi:IS WIIC lnii'(Jth:M't'd In Ibn 
ttl3 a~. and wat ('(\ftllnoftl whboot nblltantlal daau~ lo tiM- llt'\'tni.NI A~• ., u•te and 1018. ,.,.~ •tt• J)rovided for an uddJLlon to the dJt"ldend lo("'mm 
of lbt Morkbol0~l'11 of a corporation wbkb tor tbe pu:l"f.IO!M! el e"•dlllll: 'UI"fU8 
a('(Umulllt('d fM'Oih• l.>fyon(1 the n>el!l()rllble oee4Jl Cit r.be bwdot'llll!l. ant) tho eu~ 
ot I be t10d£ho1dtrl ftre UIU! detcrmJuf'd 11.8 lt diJitrJbuUou luul IIC'CUIIIIY bfltl11 
toftde. 

f:!-horll.)' betort 1111l1 white the R~Tenue AM. or 10'.!1 wa.- under C'I.N111Idf'rAtiC•n, 
tbc nro·bJN'Ii r(l('tl%(1 nml"h lllltrlOOn In C(IDJ.~ b,r tl~ Tr\••u•ul")•, nfld bY 
reop~nlt1 Uvt'lll (If orr11uiM'<I bullln~ At tbftt time tbto r"flll-'•1 c;t llw t\X"C~ 
r,rotll• tu Wft!l l)(!,fnr ronalllet<~ llU<I ebe oplolon waa widely hr.ld tb.n.t tome 
ll~!UJ'e flbOUitJ l)t' ld(lt)lf!d tu lliiUht#ll) the •ul:dlllUIIlltl lJIIIIIJW Willi h tUI(I 
uiJit·Nt durtna tilt.' J)('rlod or the war lAS:('t '"tltn lrulh•tdunl 1t1d C'urfiONih.t bulhM!M f'nttrprllfl!l •Ilk(! w~rt eart•ll at bl&h l'llteta. 

&>crt!t•rt ll041fittlft In hi• Ant1unl R~n roc tbe .rNr 1fr..IO tftOI'UmPrldf'tl a-.t). 
•uuun, f<'r the tbtu t~osbltlnc Jl:nl(luat«: nates, a r11c t•x uu profle.• 1t1 .. .._.,.... 
or dl~ttlbutt'\1 een1lnn. 'lbc Clb.Jett ot tb..ls J'f'OPOtllll bf' .. kl • ..., - ro .. ,.~ 
llf!b. ..., r•r u IJC*ilblt. an ~a<"t .,qah·a.leoft!' bef·Wftfl tl'Ht: tauUM vt C't•I'JIVIII• 
U. tJtOfkbohlrrtr"' aDd otNr taxpaytf'a. .. 

& eadoiOH. •• atuborit7 •• Ole tl.tf' Dr~ T. S. Att...._ rortllfor ~~~~~~,... (I( 
tafo A•lf"lllol') T;ax lklanl ID tb(o flu""u ot ltlteral I~MUf' a•t t~ _.., 
T8.1'1l • TI'NIIIuf'1 a•f•'-rr. •• Nrl.r u un~ Wf"Dt • """""' In rau111• ~r tbe 
ta.utt. or ... u,.hifod proOt• at \be rate. •blttl ••Jd •llPb If Mk'k a-rvelt. 
~ dlatrtbuted t() eM •~•dtnl. ... 't!GI D"-"'M'!t~;,-e.ad. r~tl1. 1 
btllr"'"~ ao.a.,. •• . .. n ...... w Dr. Adalas. ~,... tN rual.Q e1 an ~'-­
~ "'lJU''Nttd or DOC... 'J"'H ame ~t ..._. b8-h1d bl• ~ .... ca.. 
lM lll 1920 to tbe IIIIH'UDd "-lioftal lodU!ttriAJ tU ~ t.biL tbe ('Ol"'o 
I!OnttJoa IIICOIIN" tiS beo Nt.ed from 10 10 JG ~Dt. an(l bl• llf'O'IktMI In .f'-Ubo 
~ tJ(I('Iatoe • 1•rt of tht 1..,_Jori1r n!PO"t ot the rou~ bolrd'lll tn 
(Omll)lllt"f'< 

~·(l ~ •• 1 30- " 
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632 U."YEN ta Acr, lt •• 

Ott~ the S..te o--ll~et • l'laa.IICit 1n Uw .t.ra -*" 01 U.. 01.u7 
...._,b t·ve~~~~ u.. NatlOOI-l ~doe ot Ct@(tlt ll• ~~ .._, tbtft. 
abuokl M no taa- uoo OM"PPffllleO ~ \Ul t. dw..r~ &ad ~ u.. a.t cert*'ltkNa ca.x oa u.e CJ"'UDd t.Ut It ~eN eplMt amau e.-. 
.....,... aad YIGIIll.ed lbe pttad .. Of ba.'d.ac tiM- tadiYidaat lD ~ac-. wtt• 
aMUI,J W P'7· A ...... lu ~ WU .-de lO tbe ._.. ee-i~lUee b.J X.r. 
mat If _,_ .. a ._,lie aaxJ~UDC••I ud ta.s d.Pt'f1 of liw Ywlt. n~ 
aDd OnlDd Rapl(b.. uad Seeator .loeet ot .Sew lle:Jro lotrod~ •• ...,.._,., 
tO the 18121 UIX biD ~Liallt aloac tbt l\nel rt!l"'UU~ bT lht A>IIIOC.'t.. 
Ua ot •c.aU Ctedlt Mea. As 6ullt toK'led. the ll,.,.ttnllfl An ot 10!1 ~~~~· 
wbM!d oal1 a .. , tu • ('(llt'POf'adlllill t..c.wDe at t.M tow nate ot 10 ~ f« 
lbt )'f'llr 19'l1 .. a l~ r~L for lt~dlftJ )8,._ ,..bUt tbe mu_lmua 
\o(lh ldua.l ,.-urtu (O(ltJDood tht"'qb 19'11 al 00 lit'r(f'ftC •ud ltlotroM.ft'-'r at :iO 
ptr("t'nf. 

J loweH'f, ("oOtlll'i'lil rceocntiCd t.bat me llnportao( .. ot th"' r,rtJhl«"t" ('l.llf'\1 trw 
1101rH> kln•1 or lt~•tAalvo ortloo. ne remll w1111 .et"llou m or ttw! no,·enu41 
AC't or aw.u, "'hleb 1m~ a 4una.s or 20 ~rtt'llt 0111 au)' roroornLon ··ronaed 
or "'"U('II (0( for the tlUfi)I()IJe of prc,•tutlng tbt!' lruJIOIIILLOll of lbo aurtax \IPOA 
ltl lll•t~noltQI(Ier~t.'" In tO'l-1 tb~ nne or tat: wll.!l 1nt·rfu(!(l to uo l)('rttcu, "'hlch 
raiiJ WIIJf ('fitllhtuf'tl tn the Law m'tU thct Ht\'thUQ Act or J(JG.t. tlec:'lton 1~ of 
t.be ll.o,e•we Act or 1013-1 lJ abltalltlliUr ~~ UtOt d lbe •r1h:r ll('ftloot. 
o«'"- ll1.1t tM ratt~ or tu l!J reduoeed to ~ flf!l'('tnt •nd u..a tax lJ aovt«t oa 
oet h~,._ 1i'• dh•Ldtndl anl.l taU~~ il&ld out rallw!r Lban on lb(t tn.llrt. DM 
lll<oo ... 

Ja IOS-27 lb't Joint OoaamJuee oa lateru.l lt~ut!: Tantlon mt~de a cartllal 
atud$ ot tM prob4f:• (rom tbe polot ot view of our UPtf'lt'IICe aud ltult la 
Of'tlal llritah-. bot tailed to ~ a tax oo uodlwklt_>d pt"Oal.l bet~'* 
t1 tM t~r Ulal 1t IDf.Cb.t caue ""uawWe dlltrtbuUou all4 J\ft~C U.. ~ 
I&UOn ot a rNaOO&b• ud ~ •ol"PP• • It •ec: lll'tW.lea llilllad tblpu ... 
1DI ot a d-!ducdou to tDtQGraP. dlatrlbuUoa of 11AIW'ttltd nrphlll. Ta.. cee­
alt~ bo'a~'«. a.ppt.rfttlJ wu la11GtDa'!d b7 the tart U:llat at t»t lJ.cM. U. 
-.xtmaa ltM.tiYidal ~rt.u rate wu GGlJ 2> ~t.. wbl .. tM t'OI'POftU. 
n~ .... sa~ ptf't'eDL 

1'lle .....__.,,_ adopUd br ~ to prt<reOt eYUSoo ot t ... eurtu:• pror.d 
lD be dt.aeau tO adml.abeer aDd were pt~~trall1 ~Dr&c:~h.... 'l"bta a8 Oclnc'NM 
ID U. Jf4.t ad. to ~ a 6tt"a~.Pt tu oo ~ bold.IAJ oompanlel. ..-tddil 
were amou the •·Of'lll ~eoclen. to wblcb oo proof ol lulftSUoa. to eftde .... 
~\ll.tfiCL Tbf!lle ('41mpnlet a.re now taxed OQ t.btlr u.odlarlb•~ 8ftlibiCI lD 
ua.~ or~ ~~~~ at rata~ rw:m1o.c u;p to 00 pereeul oa a.D)(14.1nt• Ia •U~M& of .,,ooo.ooo. 

Ia lh41 lln.! Itt tbe aul'l.UetJ •·ere luc~ to SG l)ert'IOI. wbiM L~ ftl.l. 
eorponttlon rata wat raltt_'<Ct o••l1 tO J.S% 1~•'- 'l'bll dl1p11rllr betwoen tPt 
IOOhld\1411 •ud l"'f'ponUon n:u ... brouabt I.JJLO IW.tt.r'll rtllf't t.bo tu.u(I.IUnutal 
lufqullr of our tn.'OUll(.'bt or Wdhklual l,luaiM~tl \'IUINPr1111M. •8 "·en u Ute 
\Ulht.lrnt•.lf.JI to ll•u iiWJtll moc;:kholder. all(l curly lo the IJ.OOIIO\'~\ admlaiiU'Itlou 
tntt:wth·o llilll•UM w•rc undcrtakl!u br the Trte.awy. wll• exll@rll, wh.b lbe 
~rltlon ot 01ttildo ((le.tu1taJ.lf.t. oouaSderOO U~ pml:lle.o froln eve.ry anak. 
Wbllt tllf uuu11u.al tk>ma.nds tor ren,o.ue Wl.l.f ))avo tltY Ute llnmt<ll•te r~uou 
tor \he 11n't11hltlll'l propot&t. We ~ltOl ttaelf lt U old U U~ lll4'01118 IUtlt 
•00 bll4 ba\t tht ('(IWddenu.loo ot ~ ot lbe abltwl. lltmk':nll ot Utsa.tloo. 

Mr. KNtm!ON. ~lr. Oliphant, I ba•·• ju.c. one guC't'lion: You •~1.1 
ecmc.Ooth•~ the higher the t&xes, th& lowtr the lmog Ieveii 

Mr. Ouru .. "T. J <UUlOt think that all throu,gb in a minuu. 
Mr. K.' L"T80>< What I am trying to 8"l •~ '"· th• mOM mont'Y " • .-1 the 11.1 ~lfdor, the lftJI! we wdJ ba,-e for the ~tit"S of lifet 
)lr. O...PU.l>"T. That migh~ depend on ..-hat ll1e tu collt<'tOC" did 

witb it. 1 do no&. 1mo-.· • 
• Jo!r. , .... ,...,.,., I ~that if tbe t.upayor 11:"<1 m...e mo.,.l' i• 

d•••*!k'" undtr !hll plan, $i,70l,OOO,OOO more th1n be pays out in 
tutoo, It oogbt101~ his s1andud of living. n.. C~wt.,., At this poiu~ wo will adjoom until JO o'clock i:l 
tl•e monung. 

J 
A£VE:S'U£ ACf1 1118 

633 
Wo upoctM to conclude toda 00 th. . 

1""1\U t!w' we upected. y, 1 18 Wlln<;IO .,. ... oo tbe ,,.nd 
We ...,u come ba<k tomorrow mornin 

DIJ'Octor of the B.udgu, u the fi,.. .,.;tJ:.!.. JO,o'clocl<, with llr. Dell • 
<I<IOe lOUlOITOW Wlt00u~ ha•ing I night . ¥0 .... rt.lml1 tllpott IO 

(Wheroupon, u G p. m .• !lie · """""": 
Tl•eoday, Apr, 7, 1930:) oocrumtt.., adJOUrned until JO &. 10., 

X 

Regraded Unclassified 



-. 
April e, 1930 

practical klaplee of tne Operation ot tile Propoud Corporation 
'fa% aa Compand witll the :lrtatit~~: J'ederal Corpore.tion '!.'axel 

Ieorl7 all corporations will~ saaller J'ederal corporation 
tuea Ulder tlle propo .. d bill than tne7 ~ at preeent, 1'b1e 1e 
true beoauae oll corporate earn1l!gll, Whetller dtatr11111ted or not, 
are now nbject t o a corporation 1no0llle tax ot 12t to liS percent, 
aa well .. capital etock and exceu prottte taxee; mtle Ulder tlle 
propoeed plan tile mount ot tax will be deteroilled br t ll.e pereent-
11&" ot net earn1Jig8 tranderred to n:tplue, ~ corporation tllet 
clia tr11111t01 all ot ite CIU'rent eorniDI:a will pq no J'ederal corpo­
ration taxea Wl\ateTer Ulder t ile propond plan (rltll tlle exception 
of a t~rar,r tax on capital atock); and eTen tnoee corporation~ 
tnat t rander to eurplue vp to 30 percent of tlle1r earDitll:l (40 
percent for call cor:porationa) will pe;r aaller taxee UD:ler tne 
propoaed plan than t lle)' pq II.CIW, 

!lie beat '118:3' to br1Df: tll1.e out 1e to cite a mnber ot 8JII­
c1f1c e:amplea. llecew~e ot the tempore.l')" Character ot the pro­
posed capi tol etoclt t.x, 1t ho.e not been 1nolu4ed in the coJ.cula.­
t1on ot corporatioA taxea UD!.er tile proposed plan. 

l 

Rare 1e a large manata.c:turinB corporatlon w1tll net eern1ap, 
before J'ederal taxee, ot $25 mlltone. We will at ...me tllat tu 
declAred Talue ot the capitol etock ot tll11 corporatio.n 1a ttn 
t 1oel itt net earn1Df:l, or $2S:l csilliona, 

Ul:¥1er tile preeent law, tau corporation woa.lll ptq the follow­
ill(: t axes to the J'ederal OonrDDentt 

Capital etoolc tax at $1,40 per th~ 
lb:ceae protittl tu 
Corpor~tion income t~ 

total 

$ 350,000 
0 

3. 696,9!() 
$4,M6,940 

UDder tile propoeed plan. th u corporation would ~ no tuee 
wbateTer it 1t paid out all ot itt tarninp in diT1dellde . It 1t 

decided to retain for contillgGilC)' """ee or to ~d to ita ~ 
plue an cov.at eqoal to 20 parcent ot ita a:armal earninp, corpo­
ration tu11 UD!.er the propond plan would miiiiDt to $2,280,000, 
or a little liiOI'e than halt ot ita preunt J'ederol tex11, 

If t llia corpornt1on tho'lld1t it neceeaarr to retain 30 per­

cent ot itt current aarniD&'I, the tu woul4 c01111t to $3,750,000, 
or $296, 940 1e .. than would be pa1d UD!.er the pr11ent l&w, It 
lhoald be omqmu1se4 tbat there 'IIOI1ld be DO tax eatenr in COIIoo 

nect1on rltll ~ts-te rMerTII rltlllleld out ot uoe• ~ 
for depreciation and depletion. 
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Here u an ilx:orporated autoaobUe dealer 1D a saall cit)", 
moue 1Dveated cepita.l 1a $20,000, but who, 1D order to 1Din1mise 
hie exceu profita tu: , f ilet a doclared Yalue ot his canital 
stock at $40,000. 'l!bia dealer ' • corporation reporta ~izl6a, 
be!ore J'edertll tax• but after all aa.lariel 8D4 allow:aee tor 
deprociation, at $5,000, 

Ulliler the preaent law, thia eorpon>Uon would ~ the follow­
ing toxea to the J'ederal Goveru:nent 1 

Capital atoek tu: at $1,40 per thCJil.&ID\ 
ZXceee protita tu: 
Corporation ilx:o::~e tu: 

'rotal 

• 56. 00 
56. 64 

632, 72 

$7~.36 

UDier the propoeed plan, the corporntion owned ey tbia a:uto­
IDObUe dealer and hia fe::~ily would ~ no J'edertll corporation 
taxea whatenr U it pe.id out all of ita earninp in di'rldeD!.a . 
If it decided to relDYeet 1D the bueinou an CIOWit equal. to 40 
percent ot its year '• earninga, the total J'ederal corporation 
toxee ulliler the propoaed plan would -.ount to $650, or $90, 36 
lese than UDder the pr eeent law, I n other word a , this dealer 
eOilld employ 40 percent ot bia earn~ tor expe.naion or for the 
retirement ot bank or 111.0rt~ iDiebtednen; ~ the propoaed 
tex on the 110101Ult eo employed; aD1 aUU be ~tter ott tMn he 
1a UD1er the preeent law, 

Ill 

l!ere 1a a corporation 'tl!loae pr1ncip8l aaaet conaiata ot an 
apert::lent hawle built 1D 1928 at a coat for land end bulldinc ot 
$200,000, !he property 1a subject to a tiret aortP£0 ot $100,000 
'llhich eecuree the corporc.tion'e 6 percent boDie ot lib count, 
The direetoro aDil ctocktloldere ot t ho corporntion had hoped to 
realise a not returll ot 10 percent, or $20,000, on the total iD­

Yeated capital ot $200,000. After ~ $6,000 ot 'boD!. 1Dter•t, 
they hoped to han lett $14,000 tlbieh would yield th• a returll 
ot 14 percent on their ~ted ee,pital ot $100,000. 'ro awid 
~ an ~ceu protite ta%, thq reported a declared Yalu.e ot 
$140, 000 tor their capital. atook. 

J.t the preeent t ilDe, howeYer, the net ret'IU'll on the total 
1DY•ta.nt 1a ~ $10,000, out ot which the corporation ,_t r.-T 

$6,000 boD!. Uter•t; l•rtnc net profite at $4,000 per •-· 

ss 
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'Die in1ent'l!'e ~ the bond iaeua e&lla tor the retirement each 
year ot $4,000 pr1noipo.l. emount ot boDda, lfowner , 1n ccmpu.tiJI& 
ita income for tll.lt purpooea , tho corporo.t1on baa naturally deducted 
a dopreciation allow.nce ot tram 2 to 3 percent on the total in­
n at::umt, Let ua a.w:no that the lower ftcure ha. been uaed, 1n 
cieh cue tho co~oration, 1n addition to ita $4,000 ~ net Oll:'n.. 

iltp , bD.e an o.dditional $4, 000 .....,1lallle !or bond retireoont !rc 
its depreciation reoenea, 

tinder tho preeant law, thi.a corporo.tion ~ the !ollowiJI& 
t.xeo to tho Federal Gonr=ent : 

Cap ital atook tax at $1, 40 p er thaueand 
Exceee pro!ite tax 
Corporntion 1ncame taz 

'!otal 

$196, 00 
o.oo 

484,52 

$69:>,52 

UDder the propoaed plan, t hia corporation would pq no :re&­
aral taxea 11hatenr it all ot ite earninp were di.atributed 1n 
4h1doDde, J'urtbor, if tho owners ~ the corporation desired to 
retire an o.dditional $4,000 ot bolide with theae earn1nge, thq 
would find it profitable to pq out 111ch earniJIC8 to tb ElliOelna 
All atocllholdore and then to acquire tho 'l)onda ae individuala; 
tboroa!ter, it thO'f deeired, turning i n tho bonde to the corpote­
tion 1n ax~ t'or additional atock. I n oaae tb eae atepa ware 
talaln, tho c~C.\1\tion would p8V" no federal taxea whatorrer a. 
CCICIJ)6red with preaent :rodorol. te:o:ee ot $69:>. 152, 

11' 

!fore is a ra1lroe4 cap1tal1;od at $300,000 oo:;, ot wb.1ch 
$1&>,000,000 i a repreaentod by firet-mortpt;e ~ percent bolide; 
o.nd tho other $150,000, 000 by prstorrod and comon atoclc. !b1a 
railroed and i ta IIUbaidi.ariee take advantoge ot tho pr1..,1lege Ullller 
t.tlo present law ot filing o. conaolidai;e<\ return, which 1a __,bject 
to the corporation 1nco:u tu rate of ll5l percent, !In" conaoli­
dated net earninga ot the railroed c~, e!ter d~eciation 
Cllu'gea ba.t bstore intereat, 8IIIOIIllt to o~ 3-1/3 parc.nt on tha 
t otal 1meated Clqlital , ar $10,000,000. I ntereat chargee abaorb 
$6,750,000, lea'finc $3, 250,000 tna1lalllo !or tba p:ratorrad 11D4-
liOn etocq, Becauao tho railroad dooa not eacpoct to be por!lli tta4 
bJ' p!.blic regulator,' bodiea to earn more than 7 paroant on ih 
total 1moeted capital, 1t docl&rea the 'YalUAI ot ita capital atock 
to be $142, 500, 000 inataad ot $150,000,000 or tame hiOier figure, 
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'C1114er the prMIDt law, the railroed corporation would ~ the 
!ollowiDg tO.XM to the 1 e4erc.l ClonrDDeDtl 

Oepital etock tax at .1. 40 per thouaam 
:kce .. pratite taxn 
Corporation incOIIIe tax 

total 

.199,500.00 
o.oo 

480,463.n 
•'79,953.n 

llllder the propoee4 plan, thit raUroed woul4 pq DO re4erol 
taz 'llbat enr 1! it pe14 ou.t all o! ita te.rDUse 1D 41T14ollie. 1D­
dee4, 1! it aplo;yed ae mach ae$1.,000, 000 o! ita earDiDgl !or r..­
tirement o! debt, itl &6t;S'Ig1Lte 1ederal t&J:M UD1er the propolld 
plen would aDOUDt to olll7 .512, 1500, u oontraete4 with -79, 953, 711 
that i t would PfliJ" umer t he pre11nt law. 
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Eere 11 a progreeo1YO 1Ddepeodeut ehoe etore 1n a large c1t7, 
rota.111%l« a cQI:~p1ete 11110 of llhoes for tho f•U7 throut;ll a IN:llber 
of 'brGDCh ator... I t operates a repair ehop for the acc~tion 
of 1ta custcoers and baa a fleet of p1clo-up truolr:a for del1"f~ eer­
rtce. It 11 incorporated for and haa declared 1te cap1te.l atock 
at $tro,OOO. !!ot -.rn1.np of $16,281,29 Wore •ederal taxee are 
reported, after deduction for all ~naea of operation, 1nclu41ne 
depreciation of macl11ne~ and deli.,.~ equSp:lent , 

tb¥\er the p r eaent 1a.w, thil corporation would pay tho followlll6 
t axes to the •oderal Qo"fernment: 

Capital etock tax at $1,40 por thouaa.Dd 
Exceu prof1te tax 
Cor:pornt1on incOCIO tax 

!ote.l 

• 210. 00 
64, 28 

2, 089,98 

$2 ,364.26 

Under t h e propoeed plan, thil corporation would ~ no tex11 
wbat ll\'er 1f 1t paid out all of ita earn1nee 1n dh14eode , If 1t 
decided to retain for :PUJPO•ee of 1ncreuin6 the tlll!ll'ber of etoree 
or to BAd to ita wrp1U11 an count equal to 30 p ercent of i ta amt1lolll 
oarn111g11 , corporo.tion taxee under the propoeed plan would IIIDOWlt to 
$2, 163, 29, a reduction of $200.97. 
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S·'JI.C! ec•Dst m gelt!!Te• DJ§TUips. 

1. lltbouab there were other ell&l.l.ar operators , tin C•Mdlen 

co11pallita ware reeponsible tor tbe 'IPAlt ot tbe liquor iaported into 

tbe ODited States during the prohibition period, aa tollowaa 

Dietillere Corporatioa-Seacraae • 
.lliraa Wal.kar-4ooderhaa and Worta. 
United Diatillere. 
Consolidated Distillere. 
Britieb Coluabia Distillers. 

The laet naaed 1a tbe Reitel orpnisatioa, aDd tbe Gonnment•a 

cla1a qeinet this CCQip&ey bee bee11 coaproaiaed aDd aetUed. 

2. Tbe claiaa qainst the rndalag tour coapeniea rlll be tor 

cu.stoms duties and exeiae taxes oa distilled spirite exported, dirac~ 

or indireot17, by tbe111 into the United States during the prohibition 

period, aa well as tor the forfeiture Yalue ot aucb distilled spirits, 

and, ia so111e caaee, posa1b1Jr tor 1acoae te.xee . '!'be Gll.lltoaa dut,. aDd 

tbe exche tax will be calculated at tS and Jl.lO per proof gallOD, 

reapactb~. Tbe forfeiture Y&lue ot the li~110r is taken as t8 per 

proof gallOD. 

lxttpt ot tbt Cl•'''• 

J , 'l'ba total 1ua11t1t7 of liquor exported to tbe tJDited Ststaa ~ 

the corap&JUea ll&lled durin& the prohibition period ns about 22 aillioa 

proot galloae acoordin& to public recorda 1a Ca.oada. Tbe exact dirlaion 

ot this quut1t7 8IIOIIi tbe coapa!Uea, however, i a ualaw1rD. The Govera-

11811t1a cla1au IIWit neceaaaru7 be llaited to ~tities wbicb 1t caa 
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praYe were iapOrted illto this co1.111try troll Canada nth the colll1ivuca 

of tbe coapaniea. Tbia o&n be eatebliabed only as a lll&tter of inTeati­

lation, and it should be borne ill lliDd t hat in the end the Gonrnaent 

wUl be able to pron in court only a aaall traction of the actual 

equitable liabUity of each COIW~. 

4. In the case of Distillers CorpOration-Seagr&JIII, the Depart­

ment' s illvestigationa eo tar illdicate a proYable liab111ty uountinc 

to not less t han 800,000 proof gallons, on which the taxes due would 

be approxiaataly $4, SOO, OOO and the forfeiture Yalue approxi.aately 

$6,000,000, or a total of 80118tbi.ng ~te~re theA $10, 000, 000. A1l:! au1t 

brougbt againat tbie coa~ would be for a sua aubatantially ill excess 

ot this total , but llo, ooo,ooo 1a indicated by llr. lbitaker, Special 

Assistant to the Attorney General , who baa been designated to beDdle 

tbe cases, aa the ainiJmll recovery which llight be expected ill the 

&Yent of a judgaent ill tnor ot the Gonrnaent. 

!). I n the ceaa or Biru l'allter~erbaa and Worts, the illnati­

sationa thus tar ll&de by the Departoent indicate a provable liability 

amount1ng to approximately 1, 000, 000 proot gallons, on which tba texea 

due would uount to $6,100,000 ill addition to a forfeiture Yalue of 

18,000, 000, or a total of $14,100, 000. These figures repreaect only 

the estiJiatea of the DapartMnt'a ill•eattaatora. They ben DOt bMI1 

passed upon by 11r. lbi taker . 

6. !be proqble liabU1ty of 1Jll.ited Dietillare ea aeteblilbed by 

the Depa.rtaent' a in"Yaet1gat1one uounta to about 160,000 proof iallODII, 

on which the taus dll& would aao1.111t to approxiaately 19?6, 000 &lid the 
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tortdture nlue to $1,280, 000, a total or $2, 25(1, 000. Tile Depart­

.. ot •a ertdence in thia cue bu l ikeWise not been passed upon by 

Jlr. Whitaker . 

7. The Department'• investigations ban so tar not been extended 

to cover tba operations or Consolidated Distillers. From information 

developed in tbe other caaea, howenr, it is believed likely t hat llub­

atantial clailae can be proven against tbia co•~· 

Present Liquor Stock! ot tbA C•g•diag Co•reen1ee. 

8. Since tbe extent ot ~ Gover'IIMJ1t 1a recovery 1r1ll depend 

1.o large part upon t ba c011paniea 1 available aaaeta, particular~ 1t 

t he suite abould be co:~~proaiaed before Judpent, it is iaportant to 

have in aind tbe quanti ties or liqllor wbicb tbe:y respectively own. 

The a&gregate holdings by these coopen!ef' ot liqllor ot all t;rpes, 

iocluding Scotches, gin, and other spirite not intended for tbe 

Aaerican urket, is at tbe present tille probably in tba neigbborbood 

ot 3510001000 .lllerican proof gallons. The holdings ot Aaerican-tl'J)e 

wbiskeJ, aucb aa rye and Bourbon, intended excluslvely tor the 

.lllerican ll4l"ket, is believed to be approxiaatel7 29, 5()0, 000 proof 

&allons, d11rided as follows& 

l aat ot COPwpy 

D1et1llen Corporat.i~a.graae ••. •• ••• •• •••• • r .•• ••• 

Biram lalker-Gooderbaa and Wort• · · · ·· · ···• •• •••• ••• •• 
United D1Ct1llere ••• ••• • •••••••••• •••• ••• •• • ••• •• •••• 
Consolidated Diet11lera • ••• • • ••• •• • • ••••• •• ••• • ••• ••• 
Br1t1ah Coluabia Diet11lere ••••••••••• ••• •• • ••• ••• ••• 

!otal . ...........•.•..... 

Qu&ntit,' 
(in Alllerican 
woof galt . ) 

9, 000,000 
7,000,000 
1,500,000 
7,000,000 
4·000·000 

29,500, 000 
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tbt 'T9nC!un e.g . 
• 

9. Tbe case aaa1net tbe Brontu.n brotbera (Dhtlllera Corporatioz.­

Seagr.ue) ill the onl7 one now read;y for suit 1n the Depart.nt ot J uatlca. 

llr. Wbitabr bee turnis'-d tbe Departaant an extenaiTe aaoor&Ddua aD&l.JS­

illg tbe anil&ble IIYidiiDCe in this cue and ind.icating wlat be wUl be 

able to proYe by INOb eYidtmce. FollOlrin& 1e a IUIIlla%')' ot hia concluaionea 

(a) The aYidance 1e eutticient to Rake out a crimlnel Calle 
against all the Bron.tli&D brothers, although t here will 
be area t di.ftioul ty in secur1ng a conrlction bet ore a 
jur,r, and the chances of such a conviction are not aood. 

(b) Ther e ia autricient erldence to Rake out a cirll case 
against tbia coapenr covering tbe llleaal iaportatioa 
of apprortaataly 8JO,ooo proof a&llone or liquor Oil 

which, ae baa been eaid, the ccapenr'e total lillb1llt7 
will be something in axceaa ot $10, 000, 000. 

(c) Tbe cirll suit will be in tbeor;r not a suit to recover 
directly the uount or customs duties o.nd excise taxes due , 
but to recover d4mages, the meaeure of which is tbe 
amount of cuatoae duties and excise duties out ot which 
tbe Governaent was datrauded, plus tbe forfeiture 'l'alue 
ot the aercbandise. 

(d) The princi pal d1ti'1cult7 1n connection with the cirll 
aa.tiOil will be to secure service ot process on the 
detendent coal)all1 inasaucb aa tlat coa~ is not 

(e) 

now doiD& business in the United Statea. 

Another iaportant di.fricult:r, of course, rlll be to 
secure p&711ent or any Judaaent which mar be obtained 
aciliat tbia coa~ in the event tbe Gove.ra181lt ie 
.w:ceastul in obtainin& such a j wlpent, this tor tbe 
reuon that it 1e doubtful wbetber the OOIIIJ*II1 1a1 
aeaete in the United States which aa;r be reached 1A 
eat1etact1on ot judpeDt. 

l eceft eitJ tor P'Pd'nr Lfs1al•t10A• 

10. .le 1e ertdent troa Jlr. Wbitaker' s -orand• raaardiAI the 

Seacraa case, the Ooveraaent' e position with respect to 11tiaatioa 

1e aot a •trona - · Tide laa nothing to do with the aerite or the 
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GO'femaent. 1a claiae. It. cOMa ct.irel;or troa tbe !act that tbe coepalli .. 

are not now doing bu..sineaa ill the IIIUt.ed S..t.ea aDd trOll tbe di!'!icult.i .. 

which will accord1ngly be encountered in securing Juried1ct1on o•ef thea 

1n Aaerican courts and 1n obtain! ng pe.,.aent or an:r Judpenta which ae,y be 

rendered aaainst thea. It was to cure this weakness that tbe Departaent 

rtcouended the pending leg1alat1oo to Congress. Tbe ettect or tbe legis­

lation, it enacted, would be urely to coapel tbe companies to wbait to 

tbe Jur1ed1ct.1on or :.aerican court.e 1n order that the claias against thea 

aigbt be U~ated on their aer1ta, and to gin satisfactory securit7 that 

Judpeuta would be pd.d, under the penalt7 of being deprind of the prirt­

lege which they now enJOJ' of disposing of tbair liquor 1n the A.ooerican 

u.rket. The l egislation, 1n other words, wou.ld greatly enbsnce the Go-.ern­

ment • a o bances for success 1n the proaeout.ioa of it& clai.Jas and oorrespond­

inglJ' increase the probabil1ty of satisfactory compromise settleaenta 

out of court. 

HlfG/att 
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!fOOll&IDlll OP IRE OO!Iffll'fl!CI m p Ill TIE 0WCE OF t!1B 
sr.cJ!EteRx OP StAn At u O'CLQCI. mspn. APRIL 7, 193§. 

Preeutr 
Por tbe State Depa.rtaent­

Secretery lllll.l 
ODder Secret.&r7 Pbllllpe 
Aasietent Secretary lloore 
11r. flicker eon 

Por the freuu!'7 Deparlilent­
Secret&ry llorgentbau 
.leaiat&Dt Secretary ta,rl.or 
llr. Ollpbut 
llr. Grana 

llr. llull. aaltecl llr. llorgenthau for a eta teaent of his poiDt of rtaw 

11Hb reference to the pendiDg legislation. llr. llorgentbau said that 

appanntly the ~~attar bad coae to an iapuae betnan tbe two Depert.. 

- ta; that be hf.d read t he cow of Secretary Hull' s telegraa to the 

Presidant and the President' s repl,y; and that aa far as be na cOD­

earned his desire would be for the two Departlllents to get together 

and settle their d.itferanoes tbelase1na if it •ere at all possible. 

Bo felt that it was desirable to avoid burdeniDg the President wi th 

this problea if i t could be awidecl. Be aeid that, wbatexer our dif-

f erencea ~bt be •iD tbe taail.T', it was easent.i&l. that to outsider• 

•• abould present a Ullitecl front. Be suuested that llr. llull. bad 

beat re'liew the situation first, .t'rom tba poiDt of rlew of the State 

Departaent. 

llr. Bul.l stated that there nre al.Wa.JI ~ troublesO!M thiDge 

FO~naaiDg betweeo this GOYeraatmt and Cdll&da where it ns extre:lel7 

1.8portant that •• han the good wlll., tritmdehip, ~tlo', ud belp 

ot tha Canadians. U there na &JJ7 feeliJii ot reeentaent on tha part 

ot the Canadians, it na bound to reflect itself iD difficulties iD 

necotat1oaa on the•• other •tter•. Jlr, Bull 114ntioned two IIIICla 
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utters speci!icall7. One was t ,he Great L&lcaa-St. LawreDCe wata"-YI 

proJect; and the other was the "duapin&" ot lu.bor iD tbe lfortbreet. 

These were cited aereJ.r as illustration• ot llr. Hull ' s point, which 

ns tbet we stand to loce a great deal it tha ()ened1ans are allowed 

to teal that tbe7 ara bein& UDJuatl7 and arbit.reril.J' dealt with about 

t.his particular thin&. 

Secretarr BUll ' e Yiew waa that the State Departaent 1a bound to 

G8ie repreaentatiooe to tbe Treasury Department with respect to tbe 

attitude ot the Can,dhne, and that he is not ao 11110h concerMd with 

the exact aarita ot the present proposition as with what tbe Cenedlene 

tb1nk about it. Be felt that the Canadi&IUI in this caee c~ 

teel that the legislation is unprecedented aDd unt'air to tbea, aJid 

the7 are sure to be resentful if it is enacted. Therefore, the State 

Departaent desired, llr. BUll said, to fU&&e&t to the Tr easury Depart­

aent that we taJce up and consider the courea ot action outlined iD 

llr. Wrong' e nota, am repeated iD llr. Bull 11 telegraa to the Praeidents 

That is to ear, that we accept the Canadian•' uaurancee that the7 w1ll 

not accelerate their r ate o.f exportation into the t1n1ted Statee; that 

the)' will not export to other countriae; that t hey will 1Ddirtdual17 

call upon the Treaa11.r7 Departaent aDd UDdartake to arrin at a aet Ue­

aant ot tbe1r real*)tin oh1N; and that we agree to hold up tbe 

legislation tor, 8&1, one 110nth to perait these steps to be UDdertalcen, 

with tbe UDder st.and tq that if they are not auccesatul. the l ec1dat1on 

will be proceeded with. A condition ot the plan would be that tbe 

Treasury w111 atate tba POUDt ot ita olaia ec•'"•t -.eh o~. 

6S 
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Jlr. Oliphant here stated tb&t we baYa got to tmderet&Dd wbat we 

11ean when we II,Y •arr!Ye at a aettleaent• of the cl.a.i&a. Be aa1c1 it 

would be one tb1Dc to try to arrin at a fi.Dal detersillation of the 

411011Dts which the C•n•dlana wUl pq to thia Gonrnaent, and quit. 

another th1Dg to det.rsiDe aillply whether the co.pe.nlea wUl g1" 

assurances tba.t they will IJUI:ait to the jurisdiction of IJD1ted Stetea 

courts and pay any j l.ldpents which aq be obtaiDed. 

llr. Bull felt tba.t the Canadian proposition involYed the to:nter 

and not the latter point . 

67 

llr. Oliphant pointed out that the whole atrateu of the C•nedlan 

group was to brin& about further delqa. Be called attention to tbe 

fact tba.t the ato.tute of 11111tet1ona 1e I"llllD1llg against the Canadian 

claims; that the caeea are constantly growing staler; tba.t tbe diffi­

culty of holdiD& witnesses ia incraaslDa. Be aaid tba.t the Canadians 

were thoroughly aware ot these facta, and that this was undoubt.dly 

responsible tor tbe requsat of the Canadians to postpone conaider­

ation of the utter, possibly untU the next session ot Conaresa. 

llr. llorgentbeu add be wanted to clear up the matter of the reser­

vation to the Trade Agreement ~~~ado at the tille of ai.gJI.iDg, 1D order 

tb&t he aDd 11r. Hull could hen a c011plat. IIDdareteM1ng oo tbat point. 

J1'roa a~ whioh llr. OUpbant bad ginn bia, Secretel7 

llorgentb&u vary carat'ully ata~ tbe Y&riOile thiDa• which bad bappened, 

1D cllroDolocioal eeq~~enoa, beg1nn1nc witb the Yiait or llr. Rio-.raoo 

to b1a on the att.rnoon of t he 9th ot IIOY•ber, 19)5, and conclu41111 

llitb the np1nc ot tbe Tnwle Jcn•ent o11 •cw•ber 15. 1lben it oua 
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to tbe :u.tter of tbe r elease wb.l.cb t~ President gaYe tc tJDder SecrefAr7 

Pb.l.llipa en the • emilie of Mollda.7, the 11th, the facts were ditrerent17 

rlewed by Mr. Ollpba.nt aDd llr. Biclceraon. Mr. Olipbent bad the 18prea-

don that be bad talked nth Mr. Hickerson lJ1-o:11J.aately before t.JHnc 

tbe Secrat8r7 tbat tb.l.a •tter waa clear. Mr. Biclteraon, oo tbe otber 

bend, a.1d tbet llr. PhUllpa recei'l'ed clearance fl'OI:l tbe Praaidct wbile 

be (Hickerson) wee in Mr. Pbillipa' office, and that it was after that 

tbst he bed the OOD'I'Gr8ation OYer tbe t elephone nth Mr. 0llpbent1 in 

tbe course of wb.l.cb the Tree.sury reaerYation was read. J.t 1.11.1 rate, 

tbe opinion WU &ezler~ expressed that thia point did DOt -.Ice 1111Ch 

di.fference. llr. Hickerson made it pl&1n tba t tbe Treasury DepartiMnt 

bad be8%l told at that U.e tllat tbe proposed legislati on would ban no 

effect on the Trade Agree10ent, and that tbe question whether the res&rYa­

tion bed or had not bee adequately ~~&de prior to the time of •i&ninc 

waa relati~ely a aiDer one. 

Either llr. Pbillipa or Mr. Bickeraon stated, l:aan'l'er, that at the 

tille the President began b.l.s Ar!liatice Da.y speech, which waa at 11 o ' clock 

Monday momin&, and at tbe tillle Priae Minister Mclt811S1e lin& waa tcld 

the acre8lllent bed bMn oleared-t that tiae apparently the Canadiana 

were Wlllware or the fact that tbe Treaaury bed aalced that a re .. natioo 

~ lllade. It na atated b7 llr. Biclrlaraon that be reed the reaer'l'ltioa 

to tbe Canadiall li'Dder Secret8r7 of State tor Jxtemal J.ffaira aJid to 

llr. 11uae Wronc, aa.e tille betwMn JOY .. bar 11 aJid 15 • 

.Tudce Moore, attar tbeae •ttera had been oann.eaed, .-rbed 

t~ facta u ~ m• t.IMa b'a. tbe bec'~~"''l& of his connection rlth 

this IIUbJeot.-whlob ._. at the U. ot the dbou .. 101111 rltli llr. Whitaltar 
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~about the F. A. C. A. re&U].ationa to the aaae ettect u the pending legis­

lation (April 29, 1935)--up to and including rati1'1cation ot tbe Trade 

Agrwaent by tbe C8Dad1an Parliaaent. He conceded the accuracy ot rrer-r­

thing that bed been ll&1d by llr. Korcentbeu. He aa1c1 that th1e le&ial&­

t ion could not be considered as ba'Yin& tbe all&bteet ettect upon tbe 

Trade Agreeaent or ae beicg in connict witb tbe Trade Agrenent. Be 

said we could well consider the proposed oourae or action beiJI« euggeeted 

by Secretary Bull, ae stated in bia telegru to the 1-.:-eaident, without 

&111 re1'erence to tbe Trade Agre•ent, but wit h reference rather to tbe 

etfect or the pendiD& legielation upon tbe Canedhns' aeneibllitiea, 

and upon their probable t'u.ture attitude toward the Asarican people witb 

respect to other utters wbich J118.Y coae up attectiJI« the two countries. 

llr. Pbillipa referred to the fact tbat tbe Ce.nadiaua had in 1930 

eben up revenues or tts,ooo,ooo a year in ordor to aid the A=erican 

Government in prohibition entorcuent. Be said tbe Canadhne are a 

YUJ aensitin people, liD all other peoples wbo are &eosrapbicall.7 

sit11ated adjacent to a ncy power ful countcy like ours; and be aa1d be 

felt tbat there was no escaping tbe tact ~t tbis legislat ion •~uld be 

regarded by tbe Canadian people generall.7, rightly or wrongly, ae unfair, 

diecriJI.in&tory, and WJir&tlltul, and tbat if tbe legislation were eDacted 

without gi'Yin& tbe Canadien coapeniea a fair opportuDity to ....U a 

n>lUDtary eattl-nt, tbl.a aight adYeraaly affect our ru.ture relations 

witb Canada tor a 1011& tiM, 

Secretary Morgenthau called attention to tbe tact that after all 

there was no gelllliu C•Mdten interest in th1a ... ttar, aince on!,J a 

baDdtul ot pecole (IM sahi three or tour) were attected. Be atated 
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that there were three groupe ot caaea 1n the freasUJ7 Departaent tbat 

worried h1a a good deal: the Louiatana inco--t.ax group of caaea; the 

Aaaoctated Gas and Electric casu; and tJUa group or cases. 

He aa.td be had bad euggeations made to hill on bebalt ot the people 

in Louiaiana tbat we COlle to acne settlement. Those be bad refused. 

L1.kowise, he bad propositioca lll&da to h1a on behalf of Associated Gaa 

and Electric. Those propositions he had also refused. .lnd be bad 

the sue feeling with reference to th.ia (%'0\lp of cues, that 1a, that 

ther e were gran objections to a1tt111i dom and CClllprcaising with ia­

portant crl•lnal s. Be said that 1n conaider1ng the course or &etiOil to 

be taken on this point it would be neceanry to ban the ad't'ice and 

approval or tbe .lttome1 General. 

Secretar,r Morgentbau told tho State Department tbat it was necea­

O&.""JJ to regard the C&Dadian dill tUlare aa g&Dgeters and .abaters ill 

fact. He sa.td it is true tbat .ill the last few years the7 ban becoee 

ill:lensaly naltb;r, and baYe turned respectable, but a few years aco 

tba7 were Juat tbe usual t)'I)8 or saall-tiae ganesters or .obstera. 

Tba7 carried on with gre.t unearupulousnesa widespread operations ill 

't'iolation of Alllerica.n lew dur1ng Prohibition. Be said tbat the pr.ill-

cipala ill these cases were on the lanl of bootleggers and llllll&&lera, 

that they bad been guilty or ld.ll1nga uong otbe.r of!enses, and tbat 

it waa Yer y r epugnant to h1a to h1a to consider sitting dom and tal~ 

1ng With the about s settl-t out of court. 

In the and, be aaid tbat be would defer his anner to the porpoai­

tiOil ude 1r.J the Seoreta7 or State, eo tbat be could consider tile 
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•tter turtber. .&n qag-t waa accord.ili&J.J' ...S. tor 11 o'clock, Tburada7, 

AprU 9, at whicb t.1.11e the aubjeot will be tvtber c:ou1daMcl 1r.J tile two 
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IUBRATIOII 01' 1'IIB S'rEl'S TAU'.R BY 'I'JIJ! 
TJIUSURI DEPAR'!Ii!ST TO IlfSURI': 'l'IIAT 
THE CANADIAN 'l'RA.D! !GRUX!NT IIOOIJl 
NOT IlfTERPERE liiTH '!'liE PROSECUTION OF 
ANY LIQUOR CASJ:S AND THE LEOISLATIVE 
PROGRA.II INCIDENTAL THERETO. 

~~ ~71 
cr. I 

Sat;ardq, lloY811ber 9, at 6:p.a., llr . lliclcer aon -:.f the State 

Departaent caae in to see the Secret&r7 of the Trea1NJ7. 11r. 

Geor 1e C. Haas and llr. ilel'IWl Oliphant were also presant. 

llr. Hickerson had With him a draft of the proposed Trade 

Agreement With Canada and s ought to induce the Secretary to 

ad't'ise the President that the Treasury Departaant would not object 

to the reductions in dut;y on those com~odi ties in 'llhich the 

Treaoury Department na pr1a&r1l:r inte, ested. llr. Hickerson stated 

th.:1t both the President and the Secret&r7 had alread;r approved the 

reduction ,in the tari.f'f on 'lllrlske;r. The Secretary disolai!::ed aey 

such approval b7 b:la prior to tbst time and reainded llr. Hickerson 

that the Tre!IS11r7 Department h4d a potential fifty llllllion dollars 

in clai.ms against Csn•dhn liquor distillers for uncollected taxes 

and duties and that hie Departaont IIW!t require assurance that the 

oro posed concession wo~ ban no effect on these clsi"ls. 11r • 

Hickerson said that the State Department had had theoe c1aills of 

the Treasury in a.1nd and that his Depsrtaent could not see tbst the 

Trede Agrenent 1IOI.Ild affect in an:r W1J$ the Treaaury'e efforts to 

collect the taxes. At this poiDt, llr. !t>rpnthau talked to the 

President on the teleJilone and expressed his fear that the collec­

tion or the GoY-t•e oh'•• oaigbt bo affected b;r the 111'•-t 

and the President said, •Initial with the understanding '..bat it 1e 
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to ~tion in forty-eight boura. • 

11r. llo111:entht.u elided the -ting b7 proad.eing to let the SU:.te Depo.rt.nt 

!lift hie opinion on the Mtter not later tban lloada;y noon. 

72 

SUndaY, liove•ber 10, the effect ot the '!Tade Agree1111nt on the ll tigation was 

pven turtbor conaideration in the Treasury Dep&rtlllent . As a result ot the conference, 

a state~~~ent was prepared to express tho uaderstending of the United States thllt after 

the cona-tion ot the Trade Agree~~:ent the Canadian Government would cooperate 

nth our OovernJDent•s prosecution of the proposed litigation to the extent of IIIO.ldrlll: 

records sad other inCorlllition available to the United States as provided b)' axist.­

ID; ttvaty aDd that t he obj ective of peJldin,J legislation eftectiag the right to 

ill;>ort products of Cruladian distillers involved in such li~tion would not be 

C>Midere.i J.nconaistent w1 th the Aereeaent. 

On Uo!lda7 l!lOrning, November ll, at 9:20 llr. Olipbrult , !lr. Huuo , Ur . Opper 

IIJld llr. Frank e&ve further consider&tion to this atatt ment, aDd at 9a2S A.ll., 

lr. Oliph:·nt cleBrPrl it by tolephone with llr. Hiclcoraon of the State Depart1110nt, 

receivJ.ni assuro.ncea f r o• llr. llickerson i hAt th .. Departn:oent of State would act 

u. on tb. sta ~oent in such ""'nnet" thl:.t oot..bin6 further would need to be dona b)' 

to<J 'l'r-•sury Depe.rt.ent to assure itself th"t ita position was being safeguarded. 

lr. Ollpbb.nt tb!ln bl.i.d endorssd on one of the co,..ies o!' the statement ll notaUon 

or tills tale !'hone conversation w1 th l.lr. 1\ic.kerson. 

At 9:30 A.!l. 1 the President telephoned the Secretary of the Tre,.sury 

repeatinlt llr. Phillips ' r oquest to the Preddent that tbe matter be cleared at 

ODce . Tlw Secretaey of the Treasury asked the Presidont tor two llinutes • lie 

tben called llr. OU phllnt who told h1.JII tbllt the lllltter bed been cleared with tM 

State Department, It 'lftUI on the beais of this conversation with lolr. Oliphant 

U.t t h9 Secretaey ot the Treasury deared the •tter ot the '!Tade .Ap-ee~~~&nt. 

J.t 9135 A.!A. , th9 Secretary of the Treuury considered the stats•nt with 
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llr. Oll)'hwtt, Ur. lit·,.~, 'ro nthe~• . ' th n t.:-•1 2~tWd this 

•~tcllent with • coftring letter referrir<¥ to tru. JlreYious con•ereation 

of llr. Oliphant with llr. Hickerson t ~ the Secretar,- of State. 'l'hill 

letter was sent specie.li)' end received b;r the Secrets.r;r or State 

prior t.> 11 a. 111. 

On 'nmr~, llo.-•ber 14, at St ' 5 p. a. UDder Secreter;r COolidge, 

llr. Opper, llr· Tu.me:r end llr. W. R • .Towoo were dJ.sc:uasing with 

llr. Oliphant the final Treasur,y approYal. ot the Canadian Trade 

Agreeaent, quite apart from the aatter of the liquor cases. Durinc 

this discussion, at 5t45 p . m. , l.lr. Oliphant again tel.eph.oned to llr. 

Hickeron and requested information as to 'llbat ateps hed been talcen 

to ca.unicate to the appropriate represeotatins of the Canadian 

Govero:aent of the understs"'" ng of the 01.1 ted States set forth in 

the statement above aontioued. llr. Hickerson replied that the 

statement had been ehO'IIIl to the proper representatives of the 

Canadian Gonrtllllent, who accepted it without questi on , and that 

nothing further was required to assure the United States that the 

Coosua:!!Ation of the Trade Agreeaent would not interfere in tiZfT 

aanner with the cour.!:e of action on the part of the tJnited Statile 

indicated in the stateaent. 

The following statement is taken 1'r011 a letter addressed by 

Asaiatant Secretary lloore to the Secretary of the Treesur;r under date 

or Jannar;r lS , 1gss: 

• * * * As regards this fourth objection I MT sa;r tbat an 

officer oi' this Departoaent, prior to tm lliCDAture of the Trade Agrnaeot, 

r ead to tbe CansdJ.an Charge and to the Canadian Onder ~cretary of State 

for External Ai'fairs the expression ot the Treasur;r llapartlrent ' s Yi..,. 

set forth oo the enclo•ure to ;raur lat ter ot llo.-•ber 11, 1gss. • 
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PRESS COITERENCE 

Ambassador Sze, ~. Chen and Secr etery 

April 7, 1936 

14 

~.Jr : I Juet thougnt you migb~ like to ~no• that Ur, Cnen - ­
you all know the Ambaeeador - - ie here from China on my invitation 
to )Xchange 1nto~tion on mutual monetary problems. 

Q. You mean Ur. Chen ie all ~e •a:; froo China speoitioally on 
tni e inv lta~ion or in connection •it.!l the opening of the bt•anoh 
office of tne Bank of China? 

H!J ,J r .: I think !.!r. Chen can an ewer t hat himself . 

'lr. Chen : I n !lew York I !lave my own bueineee to look out f or and 
also for t he opening of the asency of the B~ of China. 

w_,Jr.: He i s going to be here for some time and we will have 
~rwquent oeetinge and I oan 1 t prooiee you a story every day. The 
chances are there won't be any, but if the Ambassador or~. Chen 
or I have anything tna~ we want to say, either they or myself Yllll 
give you the information or we will do it Jointly. 

Q. Anything toda:;? 

'fll ,J r. : No; J ust getting acquainted. 

Q. 'tl'hat do you look tor as a reault of these periodical confer­
ences? 

ffi' .Jr.: A closer working arrangement between China on their 
flnano i al problema and t he Treasury. 

Q. Particular with regard to silver? 

li!I ,Jr.: We will call it •ttnMcial problema. • 

Q. It would be silver , wouldn ' t it ? 

~~.Jr.: That enters into it. 

Q. Could you outllt'e BOlle ot the perticul'll" problema you are 
diecuning? 

li!.I ,Jr.: Not t oday. Wo have Just gotten acquainted and it will 
t ake a couple of meetings and, after all, our cont act up to now 
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witn the Chinese Treasury has been entirely by cable and we 
nave a lot o~ mutual proolema , and I thougnt it would be d1s­
t1notly to our advantage and I hope to theirs !f we could have 
a faoe-to-faoe exchange of information. 

Q. Couldn ' t you give us sooe hint as to the •.... 

Hll,Jr . : Not today. 

Q. I did not finish my question. 

HlJ , Jr. : Bob (Thornburgh) 1s good tods,y! 

Q. I aennt as to the -- you might say, obJective? 

J'l.!,.Jr .: No; Just cloe~r working arrangement; that ' s all. 

Q. I wondered 1f ~ernaps ~. Chen were interested in the very 
effic i ent canner ln wnloh our Stao1li~at1on Fund seems to work. 

~~.Jr.: You cnn ask him that. 

)~ . Chen : I have to learn that. 

Q. That's what I thought! 

Ambassador s~e: Do you think the Secretary will t oll ue? 

Q Wnat was the si~e or t he Equall~ati~n Fund created by the 
~roclamntions 1n China. How muon ~as there i n that fund? 

•r. Chen: ~e have no stablll~atlon fund , but our wnole currency 
la a managed currency basis. 

~. There was a specific fund set up , wasn't t here , for the 
di epoeal or the Governors to control t he foretgn exchange value 
or t he yuan? How much was in t hat fund? 

Wr. Cnen: We have not tnat fund. 
fund. 

We call our reserve that 

Q. When you say t hat the obJoot or this was a closer wor king 
arrangement with Chino, could you tell us wher e tnere is need 
to work more closely with Chlna? 

HU,Jr . : Well, i f I tell you that , I would let Bob down and I 

is 
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don ' ~ want to do that. 

1~ . Thornburgh: I don 't aind it you do that. 

HJ.t Jr.: No ; I don 't want to do that. I thin~ you are a little 
prl"vi oue. But it i s a good question! 

~ . Is it a t act , in the managed currency or China with particu­
lar relation to the pound and the doltar, there 1& sometimes a 
la8 a & between London quotation and the New York quotation that 
sort or leaves the Chinese quotation at loose ends; that is, one 
figure in London and anot her figure in Uew York? And i s there a 
n ed t or soae arrangement that will bring a closer tie between 
the London and the New York quotationo simultaneously? 

Amb8ssador s~e : At the present time, the Chinese currency is 
not linked t o any :ore!gn currency , but the Chinese Government 
Banks every day, every morning, quote what they will sell ex­
cn.ange on Lon .1on, on New York, on T¢k1o, and so forth. Now, 
"hen it was first decided, we said that the Chineee dollar would 
be equal to l4t pence and to America ' • doll ar, 29 .75 cents. Tnat 
1a about t he time when the cross rate between London and New York 
was about $4.90. Now recently she went up to over $5.00. Then 
we have to var y the exchange on New York by halt- cent leeway, one 
way or tne otner, so one time we went up t o 30, 30 and 30.35 . Now 
it i a coming back agaln to 30.12. So there is slight variation 
to guard against our people going to Chinese banks to sell dollar 
to Cninese banke and buy Sterling oxcnange , but tne variation is 
now half-cent. 

~. Will the est ablishment or branch banks ln London and in 
llew York ease tnat s1t.uat1on? Help t.na~ situation so ... e? 

Ambassador Sze: The Bank of China has London ot!lce since 19S9. 
But, ot course , so tar now the Chinese banks , ~he tnree Government 
banka , have agencies and also have relation wlth the Federal Reeerve. 

mt •• Jr.: All right? 

Q. Still a large question mark ! 

oOo-oOo 
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On U&rch 31, HU, Jr. received the f ollowing telegram rrom 
Dr. Boyden who i o President ot the Deerfield Acade~: 

•At the suggesti on of Wi lliam c. BUll1tt whose 
daugnter has been at the Bomont School in Deer­
f ield for the past f our years Ur. Bement and 
llr . Keith would greatly appreciate an i nterview 
with you. They can come t o Washington any time 
during the next week or eo, soon as would be con-
veni ent for you. I know both the school and 
these men an~ am glad to Join 1n Ur. Bullitt ' s 
endorsement. Hope you have had fine vacation 
with boys . Beet wienee . Si gned Frank L. Boyden.• 

Ur. Bement and llr. anu Urs . Keith came in t o see the Sec­
retary t oday and related that the lower end or Deerfi eld, where 
the Bement School i e l ocated, ie i nundated ~ high waters and 
t hey wanted t o know whether they could get some reli ef money 
and asked HU,Jr. to direct t hem to tho proper office. 

Tho Secr etary called in McReynolds and asked him to take 
his tnree callers into hi s (McReynolds') office for further 
dlacuesi on and to contact Harry Hopkins• office tor them to 
see if somethi ng could be done to help t he Bement School. 

Ur. Bement explained to t he Secretary and to UcReynolda 
t nat their diffi culty i n obtaini ng a loan was because t hey 
are a private echool, •yet we are a home. • He explained that 
he dld not know whether the school was enti tled to Federel aid, 
on a l ong term, but t hat was the purpose of hie call. They 
left to go to ur . UcReynolde' offloe and UcReynolds w111 help 
them to find out if the GOvernment is 1n a position to grant 
the assistance they wish. 

77 
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Tuesday 
April 7, l OJ6 

BXJr: Good _,rn1ng 
J.F.T. 
O'Connor: Welcome back to our town. 

BXJr: How are you? 

01C: Fine, t hank you. Glad t o hear your voice. 

m.ljr : 

BXJr: 

o•c: 
Bllj r: 

o•c: 
IDljr: 

o•c: 
HMJr: 

HliJr: 

o•c: 

Hlljr: 

o•c: 

Blljr: 

o•c: 

IUijr: 

Oood 

Yes 

Jetty -

It's just been brought to my attention that a bill has 
been introduced on the Hill 

Yes 

- taking - to make you the Conservator of Bankrupt 
Corporations under seventy-seven B 

Yes 

- an:i bankrupt individuals under seventy-four. 

Yes 

Do you know anything about it? 

Well , not a great deal about it. I haven't been up 
there except - Sabath was in here a couple of times -

Yes 

discussing it l a st year when the -
across the street were very much interested 
tremendous fees that were being paid out in 
zation of those big companies, 

Yes 

and 
in those 
the reorgmi-

And they were trying to work out something that will stop 
the fraud in those reorganizations. 

Yes 

And Sabath is the one 'llbo bas been doing the 110st work 
about it. And he had his original bill pro-
vi ded tor the designation ot one of three agencies 
the RFC 

Yes 

Regraded Unclassified 



!lliJr: 

HIIJr: 

HIIJr: 

o•c: 

H.IIJr: 

HIIJr: 

-2-

- the Security Exchange or this Office. 

Well, of course, it's in Internal Revenue now. 

No -- not this part of it. They have nothinf to do 
with this - with this part of it -- not at a 1. 
No, they haven' t got anything to do with this part or 
it at all. And so, up on the Bi ll there the Committee 
then in analyzing the th1Jlg round that there was only 
one there was only one place. Well, it was 
raised also - I must tell you this - it was r aised 
also in the Senate Committee Bearing on the Bank Act 
of nineteen hundred and thirty-five. And the Senators 
over there raised the same question as to whether or 
not those reorganizations shouldn' t be handled by this 
Office. Well, I said that was rather embarrassing 
and I'd rather not answer it. And they said, well, if 
it was embarrassing they didn't - wouldn ' t press me for 
an answer because I didn 1 t lmow what post tion the Ada1n-
1stration would take on it. So I got away from it in 
that way. And then they asked one of my boys up there 
two weeks ago. Well , he said we weren' t looking for 
anything additional 

Who was that? 

Mr. Kit Williams 

Oh, yes 

And we said we weren't looking for anything additional. 
Of course it was a matter entirely for Congress to 
decide and - as he thought, not for us. Well , then 
they asked him if we had such an organi zation that 
could do this. Well, be said he ' d have to answer that 
in the affirmative because we•d handled these one 
thousand four hundred banks that involved a great deal 
more than the matters that they were talking about and 
we had more real estate. They asked about real estate 
reorganizations - we pointed out the fact that we had 
several thousands of those, or course, particularl1 in 
Detroit. And that was about the extent of that conver­
sation. 

Yes 

And franll:l7 they haven 't contacted me dir ectl7 on the 
matter and I haven' t taken any interest in it or aade 
aDJ statement about it. 

Well, before you do, will you have a t alk with me? 
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o•c: 
Biljr : 

o•c: 

Hlljr: 

Hloljr : 

o•c: 
Hlljr: 

-3-

Darn right I w111 - you bet I will! 

Because 

I think we ought to so over it pretty car etul]Jr and we 
oucbt to aee Just what 1ntor.at1on rq boys bave,Benry. 

Right 

So we' ll both do that? 

Yes 

Tha nil: )'011 • 

Tb&Dk you. 

11C 
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April 8. 

I eent. word t.b.rougll N1cllolaon, t.od~, that I 111Ulted to 
aee Chen alone, on Thursda,y at rq house at tour o'clock. 

78 
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April a, lQ~o . 

Filene came to see me about the TWentieth Centur.y rund. 
It eeeme that the Bureau or Internal Rev&nue have ruled ~t 
gitta to thie tund are taxable. Filene claims that due to 
the wonderful work that they are doing, that we should give 
them a •triendlY1 ruling. I told him that we never give 
friendly rulings, but alwaye give fair rulings. 

He aaked me whether he oould not be referred to Oliphant 
and I aeked tor Oliphant, but he waa out eo I personallY gave 
Filene' s memorandum to Mill UoGuire and asked her to have 
Oliphant prepare a memorandum on this matter tor me. 
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April 8th 

Mr. Llorgenthau reported that he had walked down w1 th 
Taylor this morning and told him to start selling the Baby Bonds 
thro~h the banks by May 1st . 

Before the 9: 30 Stuff Yeeting this morning H. M.Jr , 
telephoned Key Pittman and told him that he was giving a dinner 
f or K. P, Chen on Sunday and, of course , wanted him to come and 
also asked that he suggest who else he ought to invite from the 
Hill . ~cnator Pittman suggested McNary, Robinson, Fletcher ~nd 
Pat Harrison . Senator Pittman told Ur . Uorgenthau that he had an 
appointment for Sunday night but would try and cancel it . He is 
t o let us know in the morning. a .W.Jr . told him that we have not 
'Otten anywhere as yet with the Chinese, that we have just had a 
preliminary meeting yesterday but after we have gotten under way 
he would sit down with the Senatur and tell him all about it. 

Mr. Uorgenthau also telephoned Ur . Phillips and the 
following is a record of their conver sation: 

n.M.Jr : 

P: 

H,!A • .Jr: 

P: 

H.W.J r: 

P: 

H. II • .Jr: 

P: 

H.a.t • .Jr : 

P: 

R.lo!.Jr: 

P: 

H. M.Jl': 

Hull if he'd come - I don ' t know how he feels 
about those things, see? 

I don't believe he would, Henry . In fact he never 
goes . 

Well , you might mention it to him that I called up, 
anyway , 

All right. 

And then, I ' d like to know Who from the State De­
partment would like to come - I mean, I 1 m asking you 
to let me know informally -

Yes 

- who I should ask, you see? 

Good 

I ' d like to ask anybody who you think would­

I think Hornbeck would be the proper person. 

Yes - well, anybody else? 

Well , I think Hornbeck a nd Hamilton -

I don ' t know ffamilton . 
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P: 

B. M.Jr : 

P: 

a. u.Jr : 

P: 

B. M.Jr : 

P: 

B. li.Jr : 

P: 

8. \I ,J r : 

P: 

H. U.Jr: 

P: 

H. M.Jr : 

H.Y.Jr . 

H. M.J r : 

P: 

H. M.Jr: 

P: 

H. M.Jr: 

P: 

- 2 -

81 
Hamilton is the number two there 1n the Far Eastern 
Division . 

Well, wouldn ' t you come? 

- Well, now, - I could l et you know tonight . 

Yes 

As a matter of f act, ! 1m expecting my sister -

Yes 

- Mrs . Bowling to spend the Sunday with me . 

Yes. 

And Caroline not be i ng here -

Yes 

I don ' t quite like to run away and leave her on Sunday 
evening . But I ' ll know definitely by tonight whether 
she is going t o spend Sunday with me . 

1'/ell, would - s upposing I ' d can you back? 

Yes, first r ate . 

I 1ll call you back 1n the -

I - I shan't see her until this evening . 

Well , I - I' ll call you in the morning . 

All right . 

And then, t his meeting on t he Canadian liquor which 
we had do'm for Thursday, I want to postpone t hat 
until Friday at eleven o ' clock. 

Fri day at eleven? 

Because we won ' t be ready . 

Good . 

See? 

All r ight , I'll meke note of that . 
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B.M.Jr : 

P: 

B. I&.Jr: 

P: 

B. I&.Jr: 

P: 

B. loi .Jr : 

P: 

B. M.Jr: 

P: 

B.M.Jr: 

P: 

H. U. Jr: 

P: 

R. J .J r: 

P: 

H.M.Jr : 

P: 

H. M.Jr : 

P: 

B. M. Jr : 

P: 

- 3 -

And would you mind telling the Secretary that I did 
ask him? (Laughter) 

Yes , yes, I will . 1 111 tell him right away. 

82 

And then you might tell Hornbeck and Hamilton to keep 
Sunday night. 

Yes, 1 111 do that. 

And I do hope you can come. 

Good, 1 111 come . 

Thank you. 

If I possibly can. 

Thank you. 

Goodbye 

Goodbye . 

Hello -

Hello -

Henry - the Secretary says he'd be delighted to have 
that meetin& any time you suggest, - eleven o'clock 
would be all right, but, the President is expected 
back tha t morning . 

At one o ' clock -

At one o ' clock seemed to think 
that it might be before. 

Well, let - I just had Chief Moran in and I checked 
it before I asked and he said still one o •clock. 

Well, then I -

If he comes in earlier we'll make our meeting earlier . 

All right . 

Bow' s that? 

Yes · ' 
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H.M.Jr: 

P: 

H. ld.Jr : 

p: 

R. M.Jr : 

P: 

H. II .Jr : 

P: 

B.K. Jr: 

P: 

B.M.Jr: 

P: 

H . l~ .Jr: 

- 4 -

83 
Well, why not let ' s say now, ten- thir ty? 

I think ten-thirty will be a little safer , don ' t you? 

Wel l , why not let' s say Friday at ten- thirty? 

Fri day at ten-thirty - eood . 

And that ' ll - - - that makes it all right . 

That ' ll be all right. 

Thank you. 

And the Secretary asked me to thank you very much for 
your invitation t o dine and to tell you that he never 
went out anywhere - he couldn' t very wel l make an 
exception . 

Well, I •m sorry . 

All right . 

And I 1ll talk to you again about that -

Yes, goodbye . 

- tomorrow. Thank you. 

At the 9: 30 meeting McReynolds, Upham, Bell, Gibbons , 
Taylor, Oliphant and Gaston were present . Oliphant reported that 
Rene Leon had just returned f r om Uexico and asked to see him. 
Mr . Oliphant checked with Mr. Kor genthau as to whether or not he 
should see him. B. ll. Jr . approved. 

Ur . !!orgenthau told Mr. Taylor to discuss 1'11 th 
!.!r . Oliphant the memorandum he was preparing on countervailing 
duties and t hat the two should have a meeting with Viner , vtho 
arrives in Washington tomorrow. A meeting 1'1ith llr. Morgenthau 
was set for Friday, 10 o'clock, on countervaili ng duti es . 

Mr . Gibbons did not have his memorandum on the Racing 
Commission but said he would have it by the first of the week. 

B. U. Jr. asked Oliphant whether he beard anything lately 
on the Louisianna t ax case and al so whether Governor Moody was 
working for us . Oliphant sai d he did not know but would find out. 
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April 7, lG36. 

Harry Hopklno and Corr1ngton Glll came in to oee the 
Secretary today. ur. Bell and UcReynolds were also present. 

Mr. Hopk1ns stated t hat his organization wae running 
nort of funds on whlch to operate to such an extent as to 

make it necessary almost i~ediately to lay ott large numbers 
ot employees trom proJects under w~, although large sums ot 
money are still unexpended troo allotments made to them. 
Tnlc comeeabout through the reservation being made or a 
autriclent amount to complete each proJect when it is started. 

Mr. Hopkl.ne proposed that Works Progress Administration 
be given its allotments by districts only and permit ted to 
utllize the funds on any proJect in the distrlct, and taat 
no further llmitat1on be placed upon them. 

The Secret ary stated that he was un"1lUng to cono•.ll' 
1r. any Clu'le" 1n pr eoent procedure wtthout :Jr. Bell having 
an opportunity to give the matter adequate study and subclt 
hio recocmendoti on on it, The matter wao left in Ur. Bell ' s 
hando with the understanding t hat nothing further would be 
done until he comes to the Secretary wlth hie recommendation . 

Hopki ns t hen told the Secretary that he wae goine to 
test ify tomorrow oorntng on the relief bill. He said, "The 
last word that I had on t hi s word verbally from the President 
was that there would be ~1, 500 , 000 , 000 tor '3PA and t hat every­
t.'ling else was out. • Sell said ti!IJ.t Juct before the Pres1-
dent lett on hie ~1ah1ng trip be wrote Bell a l ong- hand note 
w 1ch, in etteot , said , Be sure and include i n the bill 
Resettlement. Bell thtris he knowe whet the Prc&ident 
mennt by that, viz: ~o have in ~he bill the power to give 
Resettlement money , but no specific item entered in dollsra ; 
simplY tho power. The bill as it is now written doOB not 
include that power. 

•I have to go on the Kill to~orrow,• Harry Hopkins 
said . "The tirat thing that Bucna~an is golng to ask me 
is what does tLiS Roeettla=cr.t Mea~ and how much m~ney do 
you propose giving the~? I ~hlnk it !s a devil or a ttx 
to have me in because we are t1ght1ng against any kind or 
earcarklng. They llligbt throw the whole clause out. I 
Just don ' t know what to say . I have not worried the Pres-
ident , because I did not want to bother him, but I do want 
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t.o do t.he right. ki nd of a Job. I d.o not want t.o sey any­
t hine that will be unfair to Reoett.lecsnt. • 

HIA,Jr . then repl1ed to !.!r. Hopkins and advieed him as 
t ollowa : "The nor mal thine t o say to you would be that I 
cannot advise you, but I will be r ash enough to adviee you. 
I! I were in your shoes I would have asked the President 
what to do, but since you did not I would s imply con!ins 
~eel! to the wor k which you are rosponeible f or and would 
not attempt to diecuss Reset tleMent. If Reeettlement is 
to be diecuesed, I would suggeet havin& t he man coree down 
who ia responsible f or 1t . Personally I have never tsst.1-
!ied up there with my tongue in my cheek. I would not at­
tempt to teet1fy and explain Resettlement..• 

as 

Hopkins t hen said , "I cannot go up there and say that 
I do not know what the President hae i n mind . • Bell inter­
rupted and aa1d he had eaid the same tnlng to Hopkins that 
HU,Jr. had, and that. he agrees abeolu. elY with ur. ~orgenthau 'e 
advice. 

11 \Vhat I am trying t o get tor my o1m information , • be 
said to ~. Hopkins , •are two things , I want, by months 
and by States, t he number of people who ar e getting work 
from the Federal Government out of WPA, and then I want t he 
number of people who ar~ get t i ng direct relief. Utes LOn1gan 
gave ne the attached. I am trying to f ind out, ftrst , how 
ct~ny people each month are at. work and how many peopl e aro 
getting direct. relief with Federal money and on top of that, 
how many people are getting work or direct r elief t roo non­
Federal sources .• 

Turning t.o ur. Gi\1, HK,Jr. ba~d , "If you cen 't get it 
tor the Uni~ed States, can you give it to me !or ten States; 
tor instance, let 1 a take IJ.astachucette , ller York., Pennsylvania , 
Indiana and Illinois , and t hen you can select anotner five. 
I am t aki ng Stetes t hat I know are doing good work. All I 
w~t is t o get the trend. It would be nice to get it tor 
t he whol e country even 1! we oan only get it from December 31. 1 

Utes Lanigan came 1n a t thts point. He explained to 
her that he wanted two charts, one of wh1cb would &how the 
t rend for the country on work relief, and the other to ohow 
direct r eli ef, broken down into t he normal geograpn1cal 
eect1ono. He told her that if the figures she has are tor 
tne number of people , then he wants t he number of dollers 
expended so as to arrive at the averase co&t, Also, he 
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wan~e charts showtng the cost p~r person for 
and the cost per per~on tor direc~ relief. 
~ne four sets of char~s he wan~e nre for the 

work r elief 
Tabulated, 
following: 

1 . cnart showing number of families , d ivided 
into work relief and d1rec~ relief. 

2. Chart showing expenditures by number of 
f ami l ies , divided toto work rel ief and 
direct relief. 

3. Chart showing expenditures, divided into 
Federal and State relief. 

4 . Chart showing the aver age coet. 

as 
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Aprll 7, 11134. 

Mr. Bo)lld.na otat ed that hie orplllsatioa wae raa1 .. 

ebort or ta.4.o oa wblch to operate t o na!a AA onnt u h 

..a 1t -•MZ7 .U.Oot ~41atol.7 to lq orr 1uco 
Jl...,.J"' or o.plor-•• rroa l)roJech 11Jl4er ~. altboQP 

larp •- of -•7 are otill uuxpeD4ed tra. allo'-h 
.-48 to thea. !bio co•• a~t tbro'QCh U. noenattoa 
llot._ ..a. or a ntttciut _ , t o co,.,loto oach proJect 

wbeJI. 1 t lo otarW. 

Mr. Bopkiu propoH4 that Wol'b Procn•• A4111.DlotraUOD 

110 ctna ih allot.Dh liT 41otric to 01117 aliA porllltte4 h 

,uu .. ~ t'ml4.o Oil azq proJect 1a Ut.o 41otr1c t , aliA tat 

DO tvtlwr 11Jaitet1CG lie place4 upOD \Mia. 

'!'lie locrotarT otate4 that be wu 'WPfllliDC to coiiD'CIJ' 
ia ..:, o),=ep 1a proMDt procoduo w1 t.boa.t Ill'. !loll ha'fillc 

aa opporWII!\7 \o ctn tu •tt•r a48q~aate •ndT ..t eU-
ai\ Me nc •hUOil OD U. !be •iter wu loft 1a 

Mr. hll'• bu4tl with the 11Jl4entaD41DC that DOthlDC 
tvtbor w01114 llo 4ou 'IIJI.Ul be c-• t o tho loorotarT with 

h.le no n 8•tlOD. 
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April a, 19:50 

Ur. K. P, Chen called on the Secretary today accompanled 
o.r Ambassador Ste t o begin the series ot conferences on Chlna'e 
acnetary probleae. .Ueo present were l.!r. Taylor, l.!r. Lochhead 
and !.Irs. Klotz:. 

The following is a report ot the conversation between the 
Secr etary and Mr. Chen. 

HU,Jr.: Did you have a nice voyage? 

Ur. Chen: Quite an enjoyable voyage . 
you t or the courtesy you showed me all the 
t.o washington. You were so thoughtful in 
to co~:~e wl tl:l ue . 

I wish to thank 
wrcy t rom Shanghai 
asking l.!r. Nicholson 

HU ,Jr.: I t hought 1t would make it a little eas ier. 

Ur. Cheru Dr. Kung asked me to hand you t hi s let.ter and 
extend bis warm personal greetings. 

Hl! ,Jr.: Just so that we can save you aa much time as 
possible, these two gentlemen that you have brought wi th you 
do they want to discuss other matters than the monetary sit u­
at1cn7 

Ur· ~hen; Tney are here to help me and Mr. Kuo l s a 
student o economics. He has no other aie sion than to help 
me . He i s generallY a student ot business conditions. 

HU ,Jr.; Who is the othnr one? 

!.lr. Chen: Llr. Koo i a sub-manager ot the Chung r oo union 
Bank and Counaelor of the EXecutive Yuan. 

HJJ ,Jr.: The ques t.ion ot Governmental loans will not be 
dlecueaed? 

l.!r. Chen: No . 

HU Jr. : Ur. Ste, as I sent word t o Kung, I thought it 
would te easier tot' wr. Chen and IJU'Selt it we dld not take 
up, at t his time, the Fana Qredlt Ada1niatration IU¥1 Reoon­
atruct1on Finance Corporation loans. There ie no immediate 
payment due. 
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Ambassador Sze: There is a payment due Jw1e 1. I have 
received instruotiona from Kung that I enould take them u.p, 

33 

!lli,Jr.: Ur. Cnen •s visit hae nothing to do with these 
loans. I suppose you know that during the past week all the 
loans have been taken over by the Export-Import Bank. From 
now on you will only have to talk to L!r. Pierson of the Export­
Ia~P<>rt Bank and not. to Jesse Jones and Dr, Jlyere. Por your 
lnformat.ion, L!r. Taylor 18 representing tlla Treasury on the 
Elq>ort.-IIIIpt:.'rt Bank and if you at any time want. t.o diecuu the 
loans wit.n us , please take it up wlth Kr. Taylor. 

I do not know whether you want to get down to business? 

L!r. Cnen: I am ready at any time. I do not always 
carry figures in lilY mind, but. I will check them up and let. 
you know. 

HY,Jr.: Talking tor the United St.et.ee Government, the 
only int.erest. that we have 1n these finanoial discuaeione ie 
to help China. In t his discuesion we are not i nt.er eeted in 
any concessione. As tar as the Treasury is concerned, it 
is purely monetary. We reel we can be i nstrumental in helping 
you and 1n the long run we will be helpi ng ourselves. We reel 
it is very i mportant to the world peace to help Cnina strengthen 
her currency, because the way I see it, that ls the oent.er ot 
the whole thing ae tar as China goes . It you have a et.rong 
currency, your problema will solve themselves more readily . 
That pertaiDG to any Government. In discussing t.hia thing, 
we have ano axes to grind. We do not want anything 

Tne reason t.nat I asked that your Government send someone 
1e that we mlgl:lt. learn a little bit more about \'ltlat your plane 
were . I appr eciate you have been through a terrible aituation, 
Your panic came two years after ours . We had ours in 1929-~0 . 

ijr. Chen: And ours came at tne end or 1934. 

Hl.l.Jr. : You are Just beginning to come out or it. With 
t nia tremendou. ohange in the price or silver, we would like 
to know 1t you can tell us Just which way you are leaning; 
what. your gol d ia; what ia your ultimate aim. '!'nose are the 
sort or t.ni.nge, if you can tell us, we need if we are going to 
be hel,pful. 

llr. Chen : Our present rule i s to maintain the present 
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eyg~em of currency and since we changed ~e system. busineea 
has been much be~ter and we never enJoyed such a stable fore ign 
currency and the people are sa~is!ied . And when •9 s~ar~ed 
t o che.nge, we were a littl e bit afraid that it m1gnt not work. 
Ire were afraid of the men~l1~ of the people. 

94 

Since lloveCil>er 4, our cond1 tiona epealt tor t.bemael vee. 
sue1neas i s picki ng up. ~nere are lese bankruptcies. Export 
nee been ouch better, I asked one business men before I left 
and he sai d this new currency i s a good currency. People can'~ 
teep paper money underground . Therefore, i t is the aim to keep 
the presen~ managed currency. The !11gb~ or capital is coming 
back. 

Hl!. Jr.: Where did 1 t mostly go7 

Ur. Chen: London , New Yor k . 
cooing back. 

T.llia money 1& graduallY 

:&Jr.: The normal remittances of Chinese people that 
~hey e home -- are thoee beginning to pick up7 

Mr. Chen: It i s good. Not normal yet. 

H!.I ,Jr.: Talki ng about Sou~llern China -- they have not 
yet adop~ed your new money? 

Ur, Chen: No. Before I left, ~ney sent a represen~a~ive 
~o see Kung, bu~ 1~ i s a very complicated proolem. 

!!lf,Jr.: I unders~and ~~ you are going ~o have a meeting 
in L!ay with the aou~llern provinces. That must have hllppenod since 
you left. 

Mr. Chen: That I do not know anything about. 

H!l .Jr.: Row i s the north of Shangha11 

Uf. Qhen: It is quite gpod. 

HU.Jr.: Row many banks i ssue paper money? 

J;!r . Qhen: Four. 

H!4.Jr.: That 1G aomet hl.ng we would like to tallt.,:o ybeout 
about as we go along . We are wonderlng if it i s to wue s 
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i nterest o! China t o have tour differ ent groupe i ssuing paper 
~:~oney . 

95 

Ur. Chen: We want to reorgani?.e our Central Bank o! China 
so ae to ll'.D.lte a bank ore ' bank . Juo t now, t he Central Bank 
or China 1e all Government capital and we will sell ~ or the 
shares ot the bank and only Chinese bank can buy . 

HU ,Jr.: The eo-called Farmers • Bank-- we can ' t quit e 
under s tand . They seem to be able to issue any amount ot paper 
money and what we wonder i s what they have got r.o back it up 
wlt.h . We are told that that bank i o owned by the General and 
that there seems to be no limit to the amount or paper money 
that seems to come out ot the Farmers Bnnk. 

!Jr. Chen: The origin or that bank is eponeored by t he 
General. They can 18eue up to $100, 000, 000 . The purpose 
ot keepi ng that organization i s that wo were afraid ot trouble 
wlth Japan, and we wanted a bank i n the interi or. 

~.Jr.: WAat I would like to have i s a description, !irst, 
or t he Cent r al Bank ot China. What i te capi tal ia? How much 
currency lt baa outstanding and what the metall i c r eserves it 
there are any? Then there are three other banks, What their 
power s are to i ssue money and what their monetary reserves are? 
!Jr. Lochhead saJ.d that we have some fi gures and t hey could bring 
them up to dat e . 

!Jr. Chen: I have !lguree up to !.!arch 1 . 

Hll .Jr. : It we can have t ne correct picture up t o date ot 
t he Central Bank a nd the three other banks ; i n ot her words , I 
want a complete t1nancl al pi cture or tMs e banks . 

Ur. Chen: I can give you some rough tiguree now. There 
are $700 , 000, 000 capital; s ilver, $316 , 000 , 000 Chinese dollare; 
ror eign currency, $112,000,000 Chinese dollars; $25,000 , 000 
worth or gol~l and altoget ner we have 7~ reserve against notes 
iSsued a;td 2~ 1n Government bonds . I will furnish you with 
a llei!IOre.ndum. 

HI.I ,Jr .: For a et arti.ng point, that i s Just what I want. 

lrlr. Chen: In addition to t hnt, we are 11quidatl.n!\ other 
banks which formerly enJoyed the privilege ot issuing notes . 
For the last three months we have been busy l i quidating these 
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banks . We are not quite finished yet and are still doing it. 

HU,Jr. : How about Government bonds outstanding? 

Ur. Chen: I will give you anotAor memorandu. on tn1s. 

ur. T!Ylor: Haven ' t these bonds all been consoli-
dated? 

Ur. Chen: Yes. 

Ur . Lochhead: Can you f'urnieb us with f l.gures as to cur­
rency ouratandi ng by banks other than the four we have discussed? 

llr. Chen: Yee,Ithink I can furnish you with a memorandum. 

HH.Jr.: I would say, for the first meetin5 that I have 
asked for quite a lot of 1ntorcation nnd I do not expect it 
all tocorrow, but as you get it, brins it in and we will have 
eome more questions as we go along. 

What I would like to do, Ur. Ambassador, i s to give 
JJr. Chen an official dinner at rq house Sunday night. 

Ambassador S:r.e: Sunday nigilt 18 all right for us. 

IDJ,Jr .: Could you give me a llat or those whom you would 
like to invite? This is a stag dinner. I wlll ask some of 
the senators who are interested in t he Chinese problem. 

While you are here, l.tr . Chen, any 1ntormation that you 
want about our Government, I w1ll put our people to work to 
get that information for you. Brlng ~e a list or the questions 
tllat you want to have answered. 

The press wi ll aak me about ur . Chen ' s v1e1t . Don't you 
think we ought to tell them that we are discussing monetary 
matters? 

(It was agreed to talk to the press , and HU,Jr. called 1n 
llr. Gaston. 

IDJ,Jr.: l.tr. Gaston, we are dleouesing what we should tell 
tne prees. 

l.!r. Gaston: I told t hem not to expect muoh today. 
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HU Jr .: I w1ll abide by what you say , Ur . ~bassador. 
~ter ail, they know that Mr. Chen has come over here for a 
purpose . He cert a1nly dld not come all the way from China 
Just to t alk to me aoout tne weather or to see tne cherry 
blossoms ! If you want to make a vage statement , it is O.X. 
with me . I told Gaston t o tell the newepapers that I have 
asked ur. Chen to sea me and he 1a here on ~ 1nv1tat1on to 
d1acues monetary matters of mutual i nterest to the two Govern­
menta . 

Ambassador Ste: I do not like the word 1dtscuss.• 

Ur. Gaston ; I suggest •exchange of i nformat1on.• (The 
Ambassador l 1ked that much better. 

ffiJ ,Jr. : Wn1ch way would make 1t easier-- for Ur. Chen 
to na~e tne newspaper men come ln her e or would you ratner that 
they held him up aa he goea out7 

Ur . Qhen: I would ratner have the men oome 1n here eo 
you can help me answer the questions that they m1ght put to me . 

(The newepaper men came 1n at thle polnt . ) 
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MIHISTRV OF FINANCE 

The Honorable Henry Vorgenthau 
Secretary of~he Treasury 
Washington , D. C. 
u. s. "· 

Dear ~ . Secretaryr 
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Shanghai 
Karch 11, 1936 

This letter will be banded to you by~ . K. P . Chen, 

whom I am sending as ~ pers~nal r epresentati~e to diseuse with 

you curr ency problems of common interest to the Chinese and 

American Governments . I am asking~ . Chen to place h imself at 

your disposition to aupply you with full information concerning 

t he f inancial e1tuet.oo in China, and to explain the oonetar y 

pol icy and program of the Chinese Government. 

At the commencement of these conversations I ~ish to 

asoure you of the earnest desire of the Chinese Government to 

cooperat e closely with the American Government in currency 

matters . It is ~ sincere hope that these conversations may 

l ead to an understanding on the basis of which both countries 

may pursue their respective monetary policies in full accord . 

Your yr.. 
Ill/. 
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With the Compliments of 

SAO.KE ALFRED SZE. 

' 
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CLASSH'l \lATIO.: OF PES!l!VIS AGA T ' S'i' Lll))AL T;o:"D!R ':OTES ISSUED. 

'!ove:Dber 2 Decl"!lber 31 Janu.-,ry 25 Februuy 29 
1935 1935 1936 19"16 

Aoount 
( in ~1,000) 

1- A~ount 
(in .1,000) 

~ u ount 
( in $1,000) 

~ A~ount 
( in U , OOO) 
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!lO t f'!l out-
liS )1+15 , 372 100. 0 $641,555 1 I" .0 l719 ,569 100 .0 ~700 ,0116 100 .0 

l231+,899 56 . 6 ,253 ,28J 39 .5 ~76 ,143 38.1+ S315 , 469 45 . 1 

ro6 ,~6 16. 6 140, 2?5 19-a , 112 , 267 16. 0 
• 17 , 125 4.1 19,0 7 ~.o t 17 ,229 2 . 35 ,987 ~ . 1 

C-sh 
~ 1 59 .s . .s u 3 1+1.422 a 2, .551 9 5'+ .032 8. 1+ .2...:1 

H>.575 ~ ,;1+32 ,818 iL.5 .''01 .515 70. 0 S505 .14? Z2...! 

Jl~'+ .Z2Z ll...!t &goa . z ~z 1R..5. S2l6 ,o:;4 2Q.Q jl5!lf,901 ~ 
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OLdGJIQU'IOI 01 RDIBfD AOUltlr I.IDAL TDDIII IIO!D ISSVZD. 

Jon•ber 2 Deo•ber Jl .J&auarJ 25 JellruarJ 29 
19J' 19)5 19J6 19J6 

1-oun • Pc~Wit • ~ • .&~~oun • (1• t1,000) (1a t1,000) (1a $1,000) (la tl,OOO) 

Rt~ene: 

123~.899 56.6 t253 ,2SJ 39.5 tf76,1~3 38.~ 1315,~ ~.1 

J106,~6 16.6 llllo,255 19.i 1112,2~ 16,0 • 17,125 ~.1 19,0 7 J,O 17,229 2. 35.9 5.1 
I 2!L551 ...L.! • 54.011 L.i. 69 .888 ial. • ~1.1!?2 u 
t2®,575 iLi $\12.111 ll...i 1503 ·515 ~ t505.1lt5 Ua.l 

llJ4.79] lLi t20I,Z31 ~ IU~ ,Q5!i l!U l:1.2!i.!l2:1. 
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"'""' 

TREASURY DEPARTMENT 

INTP OP?Ica COMMUNICATIOH 

Secretary ~_::tlwl. 

Jlr . Hu•~ 

""" April 8 , 1936. 

Subject • Condition end ste.tus or loans to the GovermDent or Chine. 
ae.de ~ the Grain Ste.bilite.tian Corpore.tion in 1931, end 

~ the Reconstruction Fine.nce Corpore.tian in 1933, 

Loan by Gre.in Ste.biliae.tion Cor pore.tion, 1931• 

A loan we.a ae.do t o the We.tiane.l GoYeru.ent of the Republic or China 

by the Grain ste.biliae.tion Corpore.tion in aooorde.nce with the • American 

'llhee.t Loen .Agreeoent•, Septtlll1ber 25, 1931. 

Purpose or tho loan waa to finance tho sale ~ the Grain Stabi11&a­

tion Corpore.tion ot 1 5 million bushels of 'ldtee.t to the Republi-. of Chine.. 

Tho 1oe.n -• udr;ned to the Fe.ra Credit A<hiniatration on June 19 , 

1933, e.nd to the Export-Import Be.nlc on April 6 , 1936. 

Security for the loe.n: The 1oe.n wa.s aeoured by the Chineao Cuata u 

Surtu. 

Princital - t9 , 212 , 826. &&. P~ent or principal -• required in 

three annue. installments of t3 , 070,942 . 18 ee.ch on Deceaber 31, 1934, 

December 31, 1935, Dooomber 31, 1936 , 

lnte.re~ - .,: per &nniD, P*Y&b1e on December 31 e.nd Juno SO. 

Pay&enta ae.do - Principal end 1ntoreat p~'ments han been aade in 

accordance With roquiramenta . 

P9!enh due - s-a r~Uaining to be po.id: $3, 070, 942 . 20 or tha prin­

oipe.l 11 due Deo-ber 31, 1936, and 1ntereat pQD~enh o.re due J.me SO, 

1936, e.nd Deceaber 31, 1936. 

Loen by Re construction Finence Coryoration , l9Slll 

In W., 1933 a credit we.a &rented the National Government of tbe 

Republic of Chine. ~ tbe Reconatruetian f'inance Corporation, 

Tho purpose of the l oan - • to finance the a.<.le ot Allerioan wheat 

and oottCIIl to China. 
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The credit utabliahed ..... ., tor tl50, 000, 000, 80 per cent ot 'llhich -• 

to be expended by China tor American cotton, and the rea1n1Dg 20 per oent 
for whoe.t and nour to be purchased in the tlni ted Ste.tes . 

In Me.rch 1954 tho or1g1nal 811l0\lllt ot $50, 000,000 -• r educed to 
t20, 000, 000, or which tlO, ooo, ooo ...... to be used tor oottcm, to, ooo, ooo 
tor wheat , aDd u ,ooo,ooo tor nour. 

Security tor the loan• Firat ohe.rge on •conaolide.ted Taxu ccmaiat­
in& of tho rolled tobe.oco tax, the flour tax, the cotton and yarn tu, the 

11e.tch tax, the cOIIIUillt tu, tho tobacco and wine tu, tho at.,p tax• . Those 
taxes were represented u producing 22 million U. s. dolle.ra in 1952. Addi­
tional socurity conailted ot a aeoond Charge on Chine's ~ Flood Relief 
CUstcma Surtax, aubjeot only to ~ante required to 1ervice md retire 

the indebtedness duo the Grain stab1liae.t1on Corporation. 

Princi{d of louu The cotton and whoat oredih were used up , but tho 
f lour cre<ti -S nQt all taken UJi1 by the expiration Of the dato spooifiedo 

The tote.l of the loans wu tl7 ,106,S06. 80. 

Tel"llll AdTancea were oryidenoed by notes or Q>ina paye.ble on or before 

three-ye&r• trcm the date thereof, with the underate.ndin& the.t Chine. would 
probably requoat an extension tor an additional two yee.ra on a:ay bdmoe 
then reme.ining unpt.id . All notes oe.rried interest at tho r ate or five per 
cent per annum payable s .. 1-annually. 

P~a -de: All payments ban been met u clue. 

Paymonta due: Tbore reains clue tlll , 6S7 , S87. 79 on ao.:ount or principal I 

and tiat;Si8.9G accrued interest. 

'l'hia 1ntomat1on ,...s obta;l.ned tran a letter trCtt the Export- Import 
Bank to wr. Taylor, dated Ue.rcb Sl , 19361 tram press releases ot the 
Reconstruction Finance Corporation, and from telephone conversations with 
liT . Pierson or the Export-Import Bank, and lo!r . Blann of the Reocmatruc­

t ion Finance Corporation. 
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April 9, 19:56 

Dr. Viner attended the 9::50 group meeting this morning, 
aav1ng been invited by the Secretary t o come to washington in 
connection with the countervailing duties situation. Also 
present were ur. UcReynolda , ur. Upham, Mr. Haas , Mr. Taylor, 
Mr. Gaston and l.tr . Oliphant. 

HY,Jr. turned over to Or. Viner a letter from Secretary 
Hull and told him t hat Oliphant and Taylor both had material "lt 
for him and that he was tree t o call on anyone for aeaistance. f>< 
HU,Jr. explained that in connection with the German counter- 0 

vailing duties he, personally, did not want to become involved 
and had never touc~ed it, but t hat now it looks as though he 
would have to, one way or the other. 

Taylor reported that he had been doing some •scouting• 
about the mysterious Dr. Victor H. Clark, or the Library or 
Congress, who is about to become Economic Adviser to the Philip­
pine President. Dr . Viner eaid he knew him very well and 
would ask him what his connections are to be. Hli,Jr 1 a under­
standing was that the war Department had asked f or reoomoenda­
t ions , but Mr. Taylor said no; they had a list whivh they sent 
out to the Philippine Government and then said, 9e don 't know 
what will come of this , but it isn ' t closed it you want to 
recommend someone else. T~en we discovered, he said, that 
Dr. Clark was going. HU,Jr. did not attach a great deal or 
importance to it . 

UcReynol ds r eported that Senator Wagner 's housing group 
have been calling tor assistance, on detail matters, from t he 
people who worked from the Treasury standpoint. Pet er GriQm 
had called him, he said, and asked him if he would l et ur. Wil­
merding respond to calla rrom Wagner and tne housing group 
when they wanted assistance as to what had happened, and UcRey­
nolds had said he would not do this without HU,Jr's personal 
approval. Wilmerding ia still with the Treasury, doing some 
special research for UoReynolds which is entirely ap&rt from 
anything he did on housing. 

HU,Jr. said his instinct was definitely not to permit 
Wilmerding , as long as he is with the Treasu.ry, to work with 
'lagner and nie group. Hie t~ought -s the Treasury has to 
tight on the appropriation end of Wagner ' s bill and we can ' t 
con a \11tent1Y do tnat and at the same time have a Treasury 
man a part and parcel or wagner ' s starr. McReynolds very 
definitely relt the s11.111e way. !{l.(,,rr. said it Wilmerding dose 
anything on the Housing work he will have to disconnect himeelr 
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trom the Treaaury. 

Oliphant stated he had bad a telephone call trom Hall 
Roosevelt eaying be wanted to talk to him about soae toolieb 
thinS• Oliphant's subordinates were doing in connection with 
t axoa and the memorandum he, ur. Rooeevelt, had submitted to 
Oliphant. Oliphant sa1d he was going up on the Hill and 
susseated that Gaston or Upham tnlk to Ur. Roosevelt. HY,Jr. 
said to Oliphant, 'I would Just torget about it today and it 
be calli you up again, turn him over to me.• 
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TREASURY DEPARTMENT 

•o The SecretatT 

._. 11r. Ta;:rlor 

INTCW 01'1'1C. COMMU NIC ATtON 

OATI Aprll 9, 19)6 

Correspondence from Secretary of State 
and report of Bxecuti•e Cc:..ittee on 
CO!!fttc1al Poli07 re Counterroillng Dut!ep 

It is reaSOIIAlble to aee~~~~e that COil8l"fa. J.aposes duties for 

r!'t'onue pll:rposee and in order to create or MJ.ntain competiti't'! 

positions for American industries, and that the duties thus imposed 

shall apply eq~ and fair]Jr to the products of all nntions. In 

other words, I do not beli8't'e that it was or 1a the intention of 

Congress to gi't'e a co.petitbe ad't'antege to a particular fora of 

gwerm!lent or to a particular monetat7 or price system. Just as it 

ie desirable to place all fo%'118 of business enterprise in this country 

on th.e saae basis of tluation, so is it desirable to place the products 

of all countries on the 11a111e foot~ as regards asseellllellt and ~t 

or duties . 

This Adainiatretion 1s strcmal¥ c~tted t o a liberal aost-

r .... ored national trade policy' which wUl reAO"re restr1cti't'e trade 

barriers as rnpid]Jr as posaible, and it is hope.f'lll that the exaaple 

"hicb this country ill setting will not on)¥ be helpful in &xp!llding 

profitable interDAtional trade, but also in the fUrtharence of our 

good neigbbor policy and international peace. It is ..., belief that as 

long aa this policy pr8Ye.ils that all Depnrt~~ents lllld agencies abould 

conform to it in 8't'8X'7 ·~ possible, in other words, it is an Adainie­

tration policy . 

It is ca.aon knowledae tbat currency depreciation by certain 

countries in 1930 and 1931 aaterial)¥ altered the competiti• e position 

of Allerican industries and that of countrie s which reu.ined on the gold 

standard COGpeting tor a place in this urkat. In effect, a co~mt%'7 

which depreciated ita curre11cy gained a c011petiti't'! ad't'antage in this 

lllllrket, both in "'ralue• for custoaa purposes and in the naount of d\lt7 

act~ pa.id. 

Our own d8't'aluatioa tended to reetare the co.petitbe poeitioa 

or our induatriu 't'ia a 't'ia the cOUDtries -.bose currencies had depre­

ciated but likewise s081811hat arbi t r ar1)3r increased the handicap alread;r 

carried by the cOUDtries which toned the •cold bloc• or which far 

•arious reasons choae to cU.nc to a no.!Ml •cold :st.aDd.i.N.• For 
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1ll118tnlt1on I attach a aemorandua prepared by the Division of Research which portra;rs this lituatiOD. 

Ex:chr.nge control, llcenei!lg of iaports and ox-ports, rationing ot exchange, purchase and sale of exchange at Tar,ying rates , or purohase and Bale of goods and services at Y&ryinc prices 1!1 order to produce foreign exchange 1!1 the i!ltereets of the national eeon...,., are aere1,y Ji>enceeoa which attand tbe abandOIUient of the gold standard, or 1m3 other free functioning aoneta.ey s tandard. 

1\han the mor>etary standard in question baa been abandoned, all 
the criteria which applied bef<>re cease to exiat. Either the aeon~ of the cotmtt7 baccaea •controlled, • or depreciation is allowed to r1m ita cour$e. Either action involves a trlllloition period during which equilibrium is sought, one by conscious control, the other by a for111 of •laissez-fairs . • 

l'ihen • •control• JDGthod i s adopted, the government in effect creates n governmental manopo4' of foreign trade 1!1 all its aspects. llhother this control or monopo~ is c0111plete as in the case ot the U. S. S.R. or mere4' atrong4' controlled as in the case ot certai!l Latin Ao:erican countries , the principles or control and aonopo4' re::ntn. Tho practical evolution ot the control naturall;y assUIIIOe 
ditf&rent a~pects in onch country and ill governed by political ex­pediency, the recent ex:perioncs of the particular country, etc. A country which bas suffered a recant experience in l.&issez-faire or atiaulnted extre:oe currency depreciation is pollt1ca14' unable to repe4t thio perfoi'lllllllce nnd is forced to choose control or currency manipulation, or a combination of various artificial methods which tend to conceal fr0111 its people the true state or affairs. 

I aa iapresaed b7 the report of the Executive C<>eaittee co Coaercial. policy and the stst-nts contained in the letter froa 
the Secretary of stote and I believe that the points raised in this report , no well as the correspondence with the Federal Reserve Bank of New York on the subject of certiiYinc IIUl.tiple rates, introduce factors wbich demand a caaplete reriew of tbe s ituation. 

It is ~ understanding that most Supreme Court decisions dealinc With customs cases and 1!1 particular With counterniling duty caaes were handed down in periods of coapara.tin Curr&JlCT stability or 
imolved a staple bount7 pqunt. I feel that there is at lea at a reasonable doubt that the I!!Ul.tipl.e cttrrenc7 procedures against wbich it 18 propoeed t o impooe countcrvailin~ duties foll Within tho bounty 
or grant provisions of section JOJ . 
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I do DOt teel. that I can ap;lrO'fa tho proposed ~ury 
DechiOD or that I can rec._and to you that you appr<we it. 

Enclosure 
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108 

INT ... OI'?ICK COMMUNICATION 

DATa April 9 , 1938 . 

TD 
&!r . ~ay~.J 
)(r . Had',, ...... 

Subject: An illuatration or a h1Pothet1oal exc~e rate-price aituatlon. 

1. The quoted (otfiolal) rates or exchange on the aarlc, yen, and be lge 
in July 1930, 1932, and 19116, were aa 1'ollowa: 

Exoluul~ rates in New York 

1930 19112 1935 

Conte 1 Index Cents 1 Index Cents Index 
)lark 211 . 87 I 100 2S. 72 1 §9. 4 46. 36 189. 0 
Yen 49. 36 100 27. 45 6s. e 29. 15 I 69. 1 
Bel :;a 1S. 97 I 100 1S. 87 99. 3 16. 91 121.0 

2 . It cotton glove• were sold at the equivalent of 30 marks (o. t.r. ) 
per groaa 1n all throe oOUDtriea in July, 1930, the dollar pri<>o ot German, 
Japanese, and Bel~ian glove• l anded 1n New Yorlc, p lus an illlport duty or 
110:( ad valor ... , would have been 1 

In rore~&n In u. s. ~ Price 1n u.s. 
Orir;ln or 5!oves curren~ dollar• Ad valorOD Includ~ dutl 

Gei'IIWJ,Y 30aarlca t 7.181 t 4 . 30 $ 11. 48 
Japan 14. 6 yen 7 . 16 4 . 30 ll . <t6 
S.1g111:l1 51. 3 be1gaa 7 . 16 4. 30 11. 48 

3 . In July, 1932, under tho assumption tha t the prices in terms ot 
local ourrenciea had r .. ained tho .. mo, tho c . i . 1' . dollar prices 1n the 
U. S. would have been: 

In foreign In u.s. eo;C Price 1n u.R. 
Or!liin ot &!ovoa ourren~ dollar a Ad valor.. Includinri duty 

Ge~ 30 ...-lta • 7. 12 • 4 . 27 t u . a11 
Japen u . r; yu s . 99 2 . 311 e.:n 
Be1r;1• 61 . 8 belgaa 7. 12 4 . 27 11. 811 

4 . In July 19Sii. again unde r tho auumption that the pri<>ea in t e raa 

Regraded Unclassified 



llr. Tql or - 4/9/$8, 2, 109 

ot looal ourrenoiea ht.d remt.l.necl the •••• tho dollar o. i . t , prioea ~ld 
)luo been: 

In foreign In u.s. ~ Prioe in 11. s. 
Orip;in ot glavea ou.rrenoy dollar a Ad Talor .. lnolucltnp duty 

Germany liO marlca tl2 . ll • 7. 27 t l9. SS 
Japan 14, 5 yen 4 . 21i 2 , H 6 . 77 
Be1g111111 51. :1 belge.a 8 , 67 5 .20 1:1. 87 

Ud.Jl& a 24-oent rate tor mark ""Chenge in ocmputillg the oo..t , exoludTe 
ot the import duty, t.Dd the 40- oant rate tor the dollar Talue beds upon 
whioh tho 60% duty h lmpoao.t , the following dollar prioe of glans trOll 
Oormt.DY is obtained• 

OermllllY • 7. 27 

!i. Caaputt.tion ot olwlgea 1l1 the exch.ns• rate-wholesale prioe rattoa 
traa July 19l!O to July 19:12, and July 1935, tor 0.~, Je.pen, and Belg iUII• 

Index ot !xohense Rates 1l1 11.,. York 

1950 19:12 1935 
Cmte 

GennllllY 23. 87 
Gel"ll~Aey 23. 87 

Japan 49.:16 
Be1g111111 1:1. 97 

Unitecl Statu 
OerDilUlY 
Japan 
Belgi UIII 

Index Cent a Index 
106 23.72 99. 4 
100 2:1, 72 99. 1. 

100 27, 45 56, 8 
100 1S.S7 99. :1 

Index ot T:holeaale Pr1ou 
19SO 19S2 
"ToO 76.i 

100 76. 8 
100 83. 6 
100 69. 3 

Centa 
46.35 
21.. 

29. lli 
18 . 91 

1936 
n:r 
81. 4 

101. 8 
74. 3 

Ratio ot U, s. Prioe a to Forel.p Prioea 

lil!O 
~ 

100 
100 

1932 
i9.l' 
91. 4 

110. 2 

1935 m:s 
92 . 4 

1215. 8 

Index 
lil9.o 
100, 6 

59. 1 
121. 0 
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Change in _Exchange-rate-W.oleeale price r atios 

Index plus 100 repruonta a favorable change tram the base year (1930) 
I ndex less than 100 repreeenta an unta-.orable chan&• from the baee 

year (19:50) 
19:50 1932 1936 

Gel'lleny 100 lOO. l ii:i 
Oer.aeny (24-oent 115. 0 

rate) 
Japan 100 164. 4 ue. :s 
Belgi\11:1 100 111. 0 104. 0 

6 . Changes in the pricee of cotton gloves produced 1n the United 

110 

States and or those i.mported fran Gel"lllaJl¥, Japan, and BelgiUIII, c0111puted 
under t he assumption that t he price in local currencies or the cott on gloves 
changed exactly u did the index ot wholeoale prices of cotton print cloth 
1n t ho United States, ot cott on shirtings in Japan , of ootton c.retonne 
fabr ic 1n Gel'llleny, and ot finished goodl (.ova cloaely with textilea) in 
Belpi.D: 

Index ot wholesale prioeo of• 

Jul y, 1930 
July , 1932 
July, 1935 

Cotton abirtinfle 
in Japan 

100 
89 

136 

Cotton cretonne 
fabric in Germany 

100 
56 
75 

Print cloth Finilbed produota 
in u.s. in Bel5l ua 

100 
55 

119 

100 
7l 
72 

Under the above aoa1111ption ot price aOYcenta 1n tel'lle of local cur­
r encies, the dollar pricea in the United Statea of cotton gloveo produced 
in t he United Statu, Gel'laeny, Japan, and Bel, iua would have been u 
tollowa: 

~ 1932 l931S 

United Statea 11 . 48 5. 18 13. 64 

Ge......ey 11. 46 6 . 37 14. 63 

Ge~ (UI 10. 911 

rate) 
Japan 11. 48 6. 86 9.14 
Belgl\a 11. 48 8 . 08 9 . 98 
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4 : 00 p!ll 

111 

?reeen~: Amboeaador Szc ; Ur. K. P. Chen , Secretary Uorgenthau, 
Aaa1e~anL Secretary T~lor and Ur. Lochhead. 

ur. Sze: Yon asked for.a lis~ for the dinner . I have 
Lwo ~ea , bu~ if i~ is too ~uob, too cany , you can cut it 
dom to one . 

@.Jr. : No; that's fine. 

Ur. Chen: I brough~ with me another let~er from Dr. Kung 
with memoranda on the financial poo1t1on of the Chinese Govern­
ment and ~he currency sit uat i on of China. 

HM ,Jr. : Thnt ' o flne. 

Ur. Chen: And be asked me to presen~ it to you. 

~.Jr. : Fine! I will read t hla ou~ loud. 
~.,e l3~h. It camf' very quickly. 

l(r. Sze : Ur. Chen brough~ it with him. 

Thio 1e dated 

Hll,Jr . : Do we have mail serv!oo --are they uoing tho 
plane oervlce t o HcwA1i? 

Ur. Sze : I tried it on one occasion, but 1t was very 
w.rortunate because tta~ was the time the Clipper went out 
ni result -- 1t go~ to Shanghai later than by air mall ~o 

$eatt.le. 

!!ll, Jr. : Then 1t goes by Canadian Pac1.f'1c? 

L~. Sze: By Canadian Pao1!1o or by the American Line . 

!!ll,Jr. : Do all oteamers stop 1n Jopan? 

Ur. Sze : They all do. There are steamer s - - oome steamers 
do not o~op which start at San Pedro or Portland. 

HU.Jr. : (Preparing to read Dr. 
am not going to read tnttt rigll~ now. 
valuable 1nform~tion and I certainly 

Kung's le~~er,) Wbll, I 
Th.n t looks like a lot of 

apprec1a~e 1t. 

Ur. Chen: Cert~n 1n.f'o~~t1on - - ques~1one on whioh we 
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touched yesterday more or less , more tully are covered 1n 
tho memorandum on the monetary policy and inoludtng lateet 
tlgures or the r eservee and notes ieeued and I shall be glad 
to supp~ement any informati on. 

HU,Jr. : I want to study t his. We all do. 

Yr. Sze: I hope you enJoy 1t more tllan I did! I read 
i t yeeterdsJ'. 

112 

HU,Jr.: Unfortunately, most of my reading has t o be or 
t his kind. I don ' t get much chance to read cultural reading. 

Llr. Che11: Yesterday you asked me a question on t he 
legal t ender separated in North China and South China. Now 
I want to Just supplement that. 

HU,Jr. : Excuse me , l.lr. C.Oen. Ur. Lochhead, have you 
a small map or China so I can follow the small provinces or 
China. wnen you get to speaking or t he provinces, Mr. Chen, 
I don 't follow as well as I sAould. 

(Ur. Lochhead produced a map or China.) 

HU,Jr.: Which or the provinces are usi ng the money or 
t he Cent ral Government ? 

(Ur. Chen proceeded t o mark the map.) 

~. Chen: Four provinces are not yet ustng legal tender . 

ijM, Jr.: 'lfnicn ones are7 How would you cark those7 

Yr. Lochhead sugsested drawing ci rcles around t hose t hat 
are using it. 

~: I saw tnat your Government protested on Outer 
llongo~ Tlle RueeiMs are just taking i t t or granted that 
was theirs. 

wr. Sze: They have been tllrting with it tor a long tt.e. 

Yr. Chen: CbiJl6hai, they use it., but not very muoil. It's 
too tar awa3. 

w·Jr,: Tnat brings up the question, Kr. Chen -- we 1118,)' 

as we start on tnat. We are naturally interested in a 
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grea~er use ot silver. We have expressed ourselves on that 
before and we have heard a lot or rumors about the halt-dollar 
yuan and the 50- cent piece. 

You asked our Uint in Philadelphia to make dies tor you. 
Then we understood that you are go1n6 to take tJle blanks and 
were going to get -- this ie the way we hear it - - with certain 
a lloy in it, made in London and the co1ne minted i .n London. 
I f tJlat was so , then the amount or the purchase or silver in 
London would attect the silver market trign~tully -- a lot . 
It you started to buy e1lver 1n London, you would really be 
buying Hong Kong silver to nave your ooins minted there . Ae 
I understand it, is the Uint in Philadelphia going ahead with 
the making ot these dies? 

Ur. Lochhead: They are still going ahead with the malting 
or the dies. Tne las~ word was they had a caole trom the 
mint at Shangl:lai aelting thelll to expedite the work; aleo aek1ng 
tor dies to be made over 1n London. 

ijU, Jr. I wonder if that could be cleared up . What your 
policy is going to be about the use ot silver in the yuan and 
the halt- yuan. 

Yr. Chen: lam glad you brought UP this question. Befor e 
I lett Shanghai I bad a long talk on th1e eubJect. We have 
not ~ecided our policy , as to the contents , amounts ot silver 
to ~e used tor the token money, and we have not made any 
pollcy at all and this will wait unt.il I go back. Some 
euggestion was made to adopt the British method ot 500-t 1ne 
coins and this is a question that we will be very much 1nter­
eeted 1n because we do not know the future ot silver. we 
don 't know the price ot it. It we are putting 1n t oo muoh 
we will nave another bad smuggling. 

ijU.Jr.: Well, we might as well get down to this subJect. 

wr. Chen: And i t we put too less in we cannot proteot 
against oounter t e1ting and counter feiting in China ie •~•­
tn1ng very d1tti oult to protect. 

H· Lochhead: I under stand t hey are counterfeiting your new 
eub1i~ary coi ns already. 

Jr,!r, Chen: I have brought a sample tor you, wr. Secr etary , 
ot Chinese coins. No nalt ones yet , No sil ver yet, You 
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will find 1n the memorandum it glvea tne weigAt and the 
mixture, alloy, and the amount of our legal tender. 

HU.Jr.: TllAnlt you very much. 

!.14 

Tnie question of what you do with your yuane and halt­
yuana ia important to ue, and after all, right now, we have "" 
abl e to stabilize the price ot silver thro~ praotic&ll1 
buYing the newly-mined production ot North and South America. 
TllAt ' a about what we are doing. We have an arrangement with 
Uaxico where trom month to month, every montn it can be re­
newed or they oan reJect or we can reJect, whereby we agree 
to t ake their newly-mined silver at a dally price. I don ' t 
know whether you are tami11ar -- are you familiar with our 
arrangements with ~exioo and Canada? 

Ur. Chen: I have read it 1n the newspapers. 

HU,Jr.: I will aketcn it. They can cancel or we can 
cancel each ~cntn. Incidentally, Yr. Taylor, I don't think 
the dates ot maturity with Uexico and Canada are the same, 
are they? 

Mr. Lochhead: They are both in the middle of the month. 
We renew 1n the middle of the month, but it's tor the calendar 
month. 

HU 1Jr.: The middle of the month we take it UP with their 
central bank and we give them the price we poet each day. It 
baa worked out very well tor about three months. It Just 
looks au though tne newly- mined production tnat we are taklng 
ott the market eaoh day, each week, plus the tremendous de-
mand tor sllver !rom Indla -- tremendous demand !rom Indla 
t or silver !rom India-- plus the !aot that the English are 
handling their Hong Kong silver; tney teed it Just as the 
market will take it and they are shipping a lot or silver 
t rom London to India and the Indian stocks are down to about 
6,000,000 ounces. we Just nad a cable yesterday and the de­
mand oontinuea there. wnetner Rong (ong has snipped 100,000,000 
ounces all out ot Rons long -- LOchhead, is it all pretty well 
out now? 

llr. Lochhead: Not all. 

HM. Jr.: Row muoh do you t1gure? 

Mr. t.ochbead: They have shipped, between India and London, 
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about 75 , 000,000 ounces; there are a bout 25,000, 000 lett. 

HU.Jr.: They offered us 100,000 , 000 ounces and we said 
we would not take it. They nave about 25, 000,000 ounces lett 
and I guess tney•re havi ng t heir troubles with ~thcir currency . 
As a matter or tact , t heir currency is not as atead3 a s youro 
and tnare i s some talk or their goi ng back on silver. 

J,lr . Chen: Fore1gn exchange banks are all anxious to see 
Cn1na s o back t o silver because there i s a profit t here . When 
I passed through Japan I spoke to t he President of the Yoko­
hama Specia Bank and hadoonversation on t his Chinese currency 
ques t ion . Suddenly be said, "I have to out my per sonnel ." 
I asked Why? He said, "Ther e i s no money t her e.• So Judglng 
from that, I can understand. 

HU,Jr. : Their i nt erest and ours is enti rely differ ent. 

Ur. Chen: Very differ ent. 

HU. Jr.: I haven ' t figures yet on how much silver your 
Government controls. Is that included 1n the memorandum. 

Mr. Chen: Yes . 

Hl! , Jr.: How much is it? 

~. Chen: $365 , 000, 000, Chinese. But the i ncrease, the 
people ar~ringing their s ilver to t he different banks quite 
steadily because all currency has been monetized; it cannot 
be passed in the market as legal. tender so in tho spr ingtime 
and the autumn, when we have tax collections f rom the land, 
80 we expect a great deal of t bie to come out . When i t comes 
out i t will be under control or t he Government banks. 

HM,Jr. : You expect more? 

Mr. Chen: Gradually; steadily. 

Hli.J r .: I am very frank , as the Ambauador knows. Thlt 
amount or B1lver that Chi n.t& has 1e naturallY the biggest amount 
or s ilver and we don't know whi ch way i t i s going to move. When 
you say to me you don ' t know how muoh silver t o put into your 
coins because you don ' t know what the f uture price of e1lver 
ie go ~ng to be , so t he two t hings are rela t ed; that i8 one or 
the things we want t o tal k about . Natura l ly we would l i ke t o 
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see you, all tnings being equal, tigurt your silver on fineness 
and so tortn the Uni ted States way, because the more of the 
countri es which figure their silver at $1.29 and ggg tine tne 
nearer 1t becomes being some uniform way of figuring the silver. 
Tne question or the future price or s ilver, what we are going 
to do about silver, depends very muon on what happens here.on 
your trip. 

~. Chen: We anticipate that. 

HU.Jr. : And tho tning I want to give today is the thing -~ 
it it i s good for China, t he thing we would like to see you do 
i s to do Jus t what we are doing here !or your yuan and halt-yuan 
s ilver so that a part ot ttds large supply o! silver you have 
would go into the use or money. Now your people are used to 
a hard money. We have had this same t hing up with Uoxioo. 
They changed, wnen silver went to around 71 or 72 cents, they 
were !aced with t ne problem that at that time it was profitable 
to deconetize thei.r silver. Now tnoy have put t heir peeo on 
~1 . 29 . 

ur . Lochhead: And subsidiary ooi ne at $1. 38. 
i t is $1.38 to agree with our subsidi ary coi ns . 

HU,Jr. : Wil l you get a memorandum tor llr. Chen? 

Ur. Lochhead: Yes, I will. 

I tn1rut 

HU,Jr. : Let's do it tala way. I would like to have it 
~self. How muon silver there i s 1n our half dollar and how 
muCh in tne silver dollar; what tne Uexicans heve done and 
wnat the Canadians have done. How do the Cenedians tlgure 
it? Who el se now is? Any of the South American countries? 

Ur. Lochhead: Not to any great extent. 

HU, Jr. : It gets down to ours , Uexioo and Canada. 

Ur. LOchhead: Great Britain usee 500 tine. 
kind. 

HU.Jr.: In Great Britain? How aoout India? 

It ' s token 

Ur. Lochhead: That works out at about $1. 05 an ounce . I t 
is a varying figure. 

HU.J r . : Have Uies O' Rei llY f ix up a lit t l e memor andum and 
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she can do that this mornlng and send one to tne Ambassador 
and one to llr. Cnen, but, as I say, ae I oee the picture today, 
here is this large quantity of silver in China. You don ' t 
know what to do witn lt. Undoubtedly lt mus t be a big source 
ot worry to you. One questi on, as I see 1t, i s tbe quest i on 
ot subsidiary coins . Tne next questi on , tnat would use up 
I don ' t know how much ellver, but I would be inter ested to 
rind out , 1f you begin t o coin the eubeidiary coins , how much 
silver would that use? 

l.!r. Chen : 
one-dOI\are as 
pens lve t o use 
tOO IIIUCil • • •• 

We also propose to use some , to coin some 
t oken money because we found lt l s rather ex­
notes -- paper -- because wnen you handle 1t 

ffi! , J r .: It 1s very expens ive. We figure her e tnot a 
paper dolLar can only be used eeven times and then it baa to 
be dest.royed. 

llr. Chen : The standard or the Chinese people -- tne re­
quirements f or one-dollar colo i s much more in circulation. 

HU.Jr .: What ' s wny our silver-dollar i s used by people 
who - - it' s the workman ' s dollar. Tnat. ' s one question . What 
you are going to do with your yuan and half-yuan? How you are 
~oing to figure 1t? And I don ' t know whether in tills thing - ­
I want to read lt, because tnere may be a lot of important 
answers -- how much monetary met.allic reserves you expect to 
set. up against your paper coney? I suppose t h8t. i s 1n bare, 
hn ' t. it. 1 

cr . Qhsn: It ' s there some; not tully . Tho quost. l on l s 
t.o use how muon silver i n connection wit.h our bank notes. Ac­
cording t o law, tne Cnlneee reserve is 40% Government bonds , 60% 
ln s ilver. But we round now, silver we cannot make it, because 
we wont t o nave foreign oxonange ln order t o defend, protect our­
selves from attack, and as time goes on, Just now tne volume or 
currency la still very smell ln proportion to our business. If 
we can establish confidence in this legal t.ender, i f we oan stand 
t he attacks that. we will be raced with aft.erwards , we !eel volume 
ot bank notes will be expanded, cuch expanded, very muo11; easily 
reach the ecount of 1,000,000, 000 which l s more or lese pr etty 
near tllnt figure now, but lat.er on w1th the success of t nl s new 
monetary policy we expect. to increase to at least 200, 000,000,000 
or 250,ooo, ooo, ooo dollars very easily , but ln tll&t case we 
will probably , after oontidtnce i n the currency ls eet abl1sned, 
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more silver will come 1n. 

m•,Jr.: As I say , the question of your me t allic reeervea -­
wtlat you are going to do with t his silver, wllllt. we can do to 
help y?u, whether you may want to exchange some silver tor 
gold or silver tor exchange - - the whole t hing ties in together. 

~. Cnen : Tne present percentage ot silver is 4~. 

HU,Jr. : Against whnt? 

t!r. Qnen: Against tho wnole note issue. lfl% of foreign 
ourrency, 5% in gold and other items 5.9, altogetner our presen~ 
reserve is 72'fo. I Dllid a l1t~le w'•1le ngo, U' our banlt noteo 
expand, increase, the amount or notes are increased, naturally 
the eilver w~ll also i ncrease . This increase will come troQ 
tho i nttrior because business is better. 

~!.Jr .; Do I understand, or has that no~ been settled, 
your present silver reserve is 4~. 

l.!r. Chen: 4fi%. 

Htl, Jr. : And under the law you have to get it up to o~o1>? 

!~. Chen: L~der the law, 6~ when ~e are o~ the silver 
s tandard. 

tfl!.Jr . : But now, how m1.1.ch? 

!!r. Chen: t!ow we 
havP 3~. 

like to t1gure tore1gn currency, should 

HI'! , Jr. : And how much in silver? 

Hr . Chen: There will be 2fi%. We are Just f iguring it . 

~. Jr. : Just t.ontetive7 

~. cnen: JUPt talked it. We would like to see that. 
Because we have that t~ar ot attack. 

HP,Jr. : And how much sold would you th1nk7 

gr. Chen: Uaybe hal! or little leea than halt. 3~. 3~ • 

• 
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IW Jr.: No; in foreign curr ency. Silver, 2~ and ~~ 
in fore i gn currency and part of that in gold. Tnat •s 6~ 
and t he other 4~ would be Government bonds? 

ur. LOchhead: Those f1guree, a r e they included 1n the 
other memorandum? 

Ur. Chen : That 1 s up to the end of February , but I give 
comparative flgures from November, before we change to new 
currency , and month of December and month of January and month 
of February. 

Ur. Lochhead: Could we have a copy of that memorandum? 

Ur. Chen: I can let you have a copy. 

llr. Ipchhead: Fine! 

HU 1Jr. : In the silver stocks you have 360, 000,000 3uan. Those 
ar the old yuan coins that you brought in, so when you are 
figuring them you are f1guring tnoee ae a ctual e1lver yuan? 

Ur. Chen: Yes . 
mint, bare. 

Uaybe small portion in bare; in SJl&ngbai 

HM, Jr. : You have been melting down any of those? 

llr. Chen: Not much latel,y. Before. 

HU 1 Jr. : For general purposes we can figure t noee yuan 
are figured for ounces, eame as purcnased coins? 

l.!r. cnen: Yes . 

W.t .Jr.: Are foreign busineee men beginning to accept your 
currency? 

!.!r, Chen: All except Japanese banks. 

HU 1Jr.: How about tne United States? 

J.lr. CJ1en: Standard 011 Company. 

ijU. Jr.: Tney are? Good! 

~ Chen: General Electric. 
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HJ,! . J r. : Ver y good ! 

Ur . Chen : Bri tish American Tobaooo Company . 

HU ,Jr . : Yea . 

ur. Chen : Thoy have been very nice. 

HY ,Jr.: And t he Cnaae and National City? 

120 

Mr. Chen: On , yea ! They are worki ng with ua very nioe. 

ftM, J r.: Any troubl e? 

Mr. Chen: No trouble . 

RY, Jr .: So t he only t roubles are t he Japanese. 

Mr. Chen : The Japanese. 

l!K, Jr . : Do t he J apanese Nat. i onals in Sb.angbai - - t hey 
won ' t uae your money? 

11Ucb.7 

Mr. Chen: On, yea! 

HU, Jr . : But. not the banks? 

ijr. Chen: Except they won 't give ue their silver. Otherwi se • • . 

ffiM , Jr. : They won ' t give up t heir s i l ver ? Do they have 

!.lr. Chen: About 10 , 000, 000 ounces . 

HM ,Jr . : And t hnt , most like ly, cost t hem a l ot of money. 

Ur. Chen : It did. 

~.: On t hose two r a i ds the Japanese made on you, you 
11uet ~made .aney on that. 

Mr. Chen: Yea. 

HH .Jr. : Because they tr1ed to sell your exchange down. 

Mr. Chen: yea . one Japaneae banker told me they would 
sell t heir own hol d i ngs or ai lver t o t he J apanese Gov~rnment 
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I!!L.l!'. : Very good ! 

Ur. cnen: Brit1ch American Tobaooo Company. 

HU, Jr.: Yes. 

Ur. cnen: Tnoy have been vory nice . 

HU.Jr.: And tne Cnaee and National City? 

120 

Mr. Chen: on, yes ! 

HU. Jr.: Any trouble? 

Tney are working with us very nioe. 

Mr. Cnen: No t rouble. 

HM,Jr.: So the onlY troublee are the Japanese. 

Ur. Chen: The Japanese. 

HK.Jr.: Do tne Japanese Nationals in Shanghai - - they 
won't uee your money? 

ur. Cnen: On, yes! 

){!.{,Jr.: But. not the bank.s? 

IDUCh? 

gr , Chen: Except they won't give ue their silver. Otherwi se .•. 

HU, Jr.: They won ' t g1ve up their silver? Do they have 

Ur. Chen: About 10, 000, 000 ounces. 

HW,Jr.: And that, moat likely, cost them a lot ot money. 

Ur. Chen: It d1d. 

~. : On those t wo rai ds the Japanese made on you, you 
muat nave-made money on that. 

Hr. Chen: Yes. 

HM.Jr. : Because they tri ed to sell your exchange down. 

Mr. Chen: Yes , one Japaneae banker told me they would 
sell their own hol dings ot silver to tbe Jspaneee oovernaent 
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instead of to the Chinese Government. Juot what t hey say! 

Mr. Loc~~ead : Not muoh profit in it tor them t o eell 
now. 

l.tr. Chen: No . 

HU.Jr .: I s ther e any movement, to speak or, ot silver 
1n or out. ot China t.oday? 

Mr. Chen: No , not much. Before t here was b1g smug­
gling when the price was v,ery .lliSJ\, but you have stopped 
that and we very much appreciate it. 

H!.I ,Jr. : It 1t1lS ooat. illlportant that-- we don't want t o 
go over past history , but , atter all, Congress passes a law 
and I am direct.ed and ordered to do so and eo and I had to 
do what I wae order ed to do , or r esi gn. And it t ook time, 
unt.il t hese peopl e who wer e 1nt.ereated in t he price or silver 
were convinced that what we were doing was not t o the best 
1nt.ereete of the United Stat.ee Government and once t hey be­
came convinced ot t hat we were able to let the price of 
s ilver go down and t.ne t hing happened so quicklY, and ae far 
as I knolr ~ow, the eo-call ed "Sil ver Senatore• are e.ntire!y 
sati sfied . They never bother mo . And, as I say, they saw 
~nina recover rapidly. They have been more t han pleased. 
There i ll no pressure on me to do anytlll.ng about silver, one 
way or the otner . we don 1 t buy any ail ver in London any 

more at all. 

Ur. Chen: You don 't buy from the open market? 

HU ,Jr.: No. We are on!y buy i ng new!y- mined silver. 
That ' s right , i sn ' t it? 

l.tr. Locllhead : We buY some s ilver in Ne,. York, probablY not 
all nowiY-mlned, We don't have a strict regulation ,tnat 
i t must be new!y-mined. I would aay 9~. ie newlY- mined. 

HM.Jr.: But there i s no silver moving in here from 
London. 

~ Lpohhead: Very little. At various times the 
market aFope 1n London . People who uee s ilver commerciallY 
will buy it 1n London market rather tban here . 
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ffii ,Jr .: But the silver which is bougAt i n London comes 
into commer cial use? 

ur , Lochhead: I nto co~ercial use. We have seen a 
couple of scall cases , but t oo small to bother making any 

russ about , 

Ambassador Sze : How do you t est whetner t his silver i s 
newlY-mined? 

ur . Locnbead: On every bit or s ilver we get affidavit 
or sale. 

122 

ur. Chen: This percent age I J ust gave you is onlY in 
connection o~ our l egal t ender reserves . We have not counted 
bank deposu.s . And that is very important item. I f there 
is attack on Chineee currency and rush t or foreign exchange, 
the depos its i n bank should also be protected . If you t ake 
those figur·es in, you will find our reserve is not so good. 
Drop somethi ng l i ke 1~ or 1~ i n t erm of foreign currency . 

ur. Lochhead: A question between your currency out stand­
ing and bank deposits . 

HU ,J r.: Who besides Japan would want to attack your 
currency? 

Hr . Chen : Japan today i s much better . When we started 
she reared that thi s wae bound t o be a fa i lure , consequently 
made all kinde of remarks in Shanghni . They have power ful 
int elligence agents 1n Ch ina and they publish J apanese news­
papers 1n every city. They enjoy t he pr lvllege or f reedom 
or speech and the Chinese newspaper o and the English newspa­
per s observe the proper courtesy ao tneir publi cation circu­
lation l e good. 

ffiJ ,Jr.: But that ' s not read by the Chi nese? 

ur. Cnen: Yes ; also pri nted 1n Chinese . Also , people 
who have studied i n Japan and studied t he Japanese language . 
So with that propaganda 1t d1d work sort of harm to us , but 
now lt 1e much better. 

HU,J r.: How aoout England? 

Wr. Qhen: England? Sir Frederick Lelth-Ross i s still 
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1n Shanghai . He has been already helpful with mora l suppor t. 
When we decided to change tne currency, Sir Frederick Letth­
Roae managed to get a Government Or der 1n Counci l and have i t 
rued UP very quioltl.y, the 4th or 5th of Uay . '!'hat order 
instructed all the British subjects 1n China to accept legal 
~ender and except t hat his moral support • .. 

ffiU ,Jr: Notntng elae7 

Ur. Chen: Nothing else . 

HM,Jr.: Is the gooetp t rue tnat he i s havtng ·his troubles 
with the Hong Kong- Shanghai Corporation? 

!.lr. Chen: They don ' t agree . 

ijU.Jr. : Tne Hong Kong and Mr. Lelth-Roes don ' t agree? 

Hr. Chen : Tnat 1s r ight. 

}{!.{.Jr . : wnat doe a he want them to do? 
currency? 

Go on a managed 

L!r. Ohen: Yea. 

HM.J r .: And t hey don 't want it? 

Ur. Chen : They don ' t want it . Tney tear Chtneae cur­
rency 1& too high. It ' s not good t or Chinese trade and, 
therefore , not good tor trade between China and England and 
must come down. our currency has been over-valued and Hong 
Kong Bank says you must stick t o 

~. They say t he same thing about t he dollar. They 
say tno-dOllar i s over-valued, But evidently where you have 
your currency fixed in relation to ours, it 1 s advantageouo to 
Chinese because it showo wher e your trade has increased. 

M£a Chen: 1fe followed t his example of managed currency . 
1fe toun 1 t •tery nappy today . 

fiH.Jr. : It aeema to be. . 
Mr . Chen: Not • eeema• , but we are already happy . And 

today t he business man t lnds new hope. 
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HU. Jr. : My record is good and I was tne first , .. 

Ur. Chen: You have to put tile Uni~ed Sta~es sta.mp on 
tbat, ~1ng ~llnt announcement. That had tremendous effect 
on the people 1n China. Tll.at sta~ement wnicll you have made 
1n the cable, release 1n the press , and upon that news I can 
ase the smile of tne people, tne business people and the 
GoYernment people. We feel confident . we l i ked the en­
couragement. 

BU.Jr. : You needed it! 

Yr. Cnen: Ever since we talked about reform 1n currency 
we had rather interior complex tor tear people would think 
we are not r1ght -- nothing to do - -you are not able to do -­
you don ' ~ have stt'Qng Government . And now it is al.l over. 

Ambassador Sze: They advised you must have b1g loan to 
carry this through. Figure always 10 ,000, 000 pounds. So 
when China went over, everybody sa1d,poesible , you could not 
do it. When you bougnt 50 , 000, 000 ounces, t hey thought this 
thing can go on . People began to feel ther e 1s going to 
be eome backing, some backing ot the syst em. 

124 

HU. Jr.: And the move you made to take on some gold and 
the euggest1on I made ~o put 1~ in the Federal Reserve Bank 
and get recognized as a central Bank, I tn1nk that all helped. 

Ur. Chen: Very muon ! 

ID4, Jr. : .~e the Germane very active 1n Cnlna? 

Mr. Chen: Qui te. 

HM. Jr. : In what way? 

l.!r. Chen : I n giving credit; not 1n money, tor goods , 
railways. 

IDJ.Jr.: You mean s t eel ralls , locomotives? 

wr. Chen: And rolli.ng stocka . 

HY. Jr. : How long credits do they g1ve? 
,. 

Mr. Chen: Five to ten years . It you wish, 1! you are 
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i nt erested, I can give very confidential memorandum of thnt . 

HU,Jr.: I would like to have that, 

Ur. Chen: And the Bri~iah opera~or, Boxer Indemnity, 
wni ch also gives credi~s t or bualneaa , 

HU.Jr. : .And wha~ are t.ne French doing? 

!.!r. Chen : t<otning. French are very careful. 

HLI, Jr.: But. ~ne Germans are g i ving long-~e= credit? 

Llr . Chen: You know wby. She wants foreign currency. 
She mus~ find outlet tor her goods in order to get credit in 
London and New York, because her currency i s blocked. Some­
times aerchandise sold - - goods in Germ&n1-can 1 t get money . 

H!.I ,Jr. : We e1~ner. We had a blg snipping concern 
oome in and they had all t his money tled up over there and 
we sai d , You had be~~er go to the St.a~e Depar~men~. 

Ur. Chen : We have in China , just now, economic delega­
~ion. Kiep delega~ion . 

HU. Jr. : A very important one. 

Mr. Chen : I don '~ know wna~ i 8 r eal int.ention, but he 
i8 s taying ~nere and meet ing our people and talking over 
thi ngs . I know he i s ~nere tor eo~etlllng. 

OM.Jr.: But you don 't know tor what? 

r.tr. Chen: I know ~hat sorne~h1ng ie going on. They 
have two b1g firma in 3hanghai . 

ijM.Jr. : Tha~'s the blg electric company. 

Mr. cnen: They have J us~ comple~ed agreemen~ for eale 
or eome goods , There i s anotner one by name Otto Wolf . 
He has already in hie bue lness ~he ra1lway be~ween Kaneu ( 1) 
and Jlanchow (?) tha~ is financed partia llY by ~he GeJ'II&n 
goods on long-~erm credi t. And we have same thing on the 
Boxer Indemni ty arrangements , If you wish .. 

HU,Jr. : Yea , I would. 
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Mr. Chen: Jus~ tor your record. 

l!ll ,Jr. : Tne informati on I get does not ge~ back ~o 
China or anywhere else . 

Ur. Chen: Washington, It is not ~ business to talk 
~neee ~hlngs , so it you are in~erested ... 

126 

ijU.Jr. : I am very much interes ted. I am so terribly 
ignorant on your problems and 1n order to be helpful anything 
that bears on your monutac~uring or your commerce or your 1n­
due~ry helps me and lt'e --- our own represent atives give ua 
so vory little information. At least I don ' t get it. I 
don't thi nk it comes out. So it you know, rrom my standpoint 
we are no~ interested 1n competing with Oermany to sell you 
locomotives; I am not interested in selling you this or that, 
but I am interested and i t I can see the kind o! help tha~ you 
are get~inS. 1t all helps to lntluence me as to how it all 
attects tho monetary and the foreign exchange sl~uation. What 
about Ruosla? 

Ur. Chen: Russia , very quiet. 

ffll,Jr .: Have thoy anything to sell or do they buy? 

l~r. Chen: I think they wil~ withdraw trom the Chinese 
market. They can 1 t stand cocpet1tion ot Standard 011 Company 
and the Asia ?btrol~ua (Shell) and the Texas . They can't 
etand that. 

j!!.! ' Jr. : Wh,y? 

Ur. Chen: Before I left Shanghai, Chinese company had 
plant inotellation t or the selling, marketing or oil; has 
been cold to Standard Oil Company and Shell. 

ijM. Jr. : Toget her? 

llr• Chen: Togetller they bough~ it. That shows t hat 
Russian oil has loa~ a connection in China. 

!W.Jr. : A.nd t h1a Chinese company was distributing 
Ruosian oil? 

Yr. Chen: Yea, Haskin, the direct or of Standard Oil 
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a t Shanghai-- h1s words are "PreJudiced." They can '~ 

profit because of bad management , but from Russian source 

127 

I saw RussiiiJl Ambassador. I asked him. He said, s tiiJldard 
of l iving in Russia has been going up and we need all the 
oil tor home consumption. This is diplomatic talk. I 

don ' t know how muoh truth in that! 

ur. Taylor: They have been having trouble with their 
production and t heir production has been declining in their 

good fi elds and I t hink possibly that ' s a contributing factor. 

HU,Jr. : No quest1on , they are opening up all sorts of 

luxuries. No question , t hey are letting the standard ot 
living go up . 

~w . Chen: Russia wanted credit from China to buy Chinese 
tea IIJld t here i s not so much oredlt 1n China to give away 
so we di d not pay much attention to it. 

KU .Jr. : Did they buy the tea? 

ur. Chen: Yes ; not very much. 

HU.Jr .: That ' s what they do . They try t o get l ong­
t erm credit and when they can ' t , they pay gold. 

Mr . Qhen: The Chinese banks and Chinese business men, 
we don ' t care tor long-term credit . We want circulation 

and pay to some other people . 

~~.: Let me ask you a question a little bit different 
along~Ruseian thing. Looking towards the success ot 

your Government, are theee war attacks as between the Russians 
and ~he J apMese on the frontier, is that a good or bad thi ng 
looking over, say, five years or ten years -- these olaohe~ 

as between the Russians and the Japanese . What influence 
does it have on China not today, or tomorrow, but say five 

to ten year s? 

ur. Chen: Tnat is very difficult to answer, because 

I do not know enough about di plomatic situation. Some of 

t he business men feared that Russia IIJld JapiiJl may not be able 
to fight yet. Tnat ' e Just str eet talk. Not much value 

there. They tear that Ruuia may not care to flgl\t Juet 
now. Japanese s i tuation ie nor~hern situation in our country 

territory. 
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HM. Jr. : Let me ask you this, it thin is a t air question. 
Are the Japanese -- have they slowed up any in thei r drive 
towards the South or are they pushing? 

Ur. Chen: When I lett China I received a very long 
lett er !rom ~ manager ln Tientsi n . According to that 
letter , it i s s lowing up. And !! they don't make any turtber 
attack on our currency and t hey seem anxious to come to some 
sort of under standing with China -- thAt was before I left 
Oh1ne , in spite of t nie trouble in Tokio. But when I passed 
Tokio I met our Ambassador there and he seems not eo cheerful. 

HM Jr. : The publicity I thought, today, was very good 
about t~e meeting yesterday . Entirely satisfactory. 

A@baseador Sze: Yea . 

Ur. Chen: I have not eeen it. I have been looking tor 
it . 

Ambassador Sze: I read it in the Wall Street Journal. 
I was teasing him about being here •sometime . • 

Ur . Chen: I will be her e as l ong as you want me. I 
don 't want to hurry. 

HM, Jr.: Tn1e memorandum,! have to read it. With our 
Congrese 1n session we have a great 1!181\Y t hings and it ' a -­
I have been away tor a month. I hD.ve been s ick and I can 1 t 
work t he way I used to . I feel much better today . I have 
been out of mw off ice a full month, eo what I want t o do now 
I would like to take this and digest it; read lt carefully. 
And l et me J ust see when we can get togetner. I have tied 
myself up on these morni~ge . What is t oday? Wednesday? 
We have Cabinet on Friday. The President gets back Friday . 
I have tha t darn canadi an liquor thing. That takes more 
time ! Do you want to go t o New York? 

Ur. Chen: I don 't have any parti cular work to do there, 
but I can go anytime. I a1:1 not anxi ous to go. 

Ur, Lochhead: l4r. Chen reurked t o me out.side t.hat. 
there ia no t.lme 1imit. on hie stay here . 

HU, Jr.: I would like to meet again Friday ar.~ I am i n 
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a sort of a Jam here. I don ' t like to be hurried on these 
t hings , that's the point. Do you mind if I could call the 
Ambassador sometime t his afternoon , because I ~m sort o f 
gixed up . I am all right tomorrow, but the trouole is I 
won ' t get a chance to read this and I want t o r ead it very 
careful]ly. 

ur. Chen: Please, you don 't have t o make a 
gagement today . I am at your service any time . 
notni ng to do, except o1gntsee1ng. Tnl s 1e t he 
I have. Anything t hat will suit you -- I know 
you are . 

fixed en­
I have 

only work 
how busy 

~-: I am Just t rying to figure. I have to read 
thie,~if I could oall the Ambassador and give you a ring. 
In the meantime, ever ything is quiet . Of course, we are 
very muCh interested in this French election which comes 
ott in about two weeks, but we don 't think anyt hing will 
happen with the French franc . 

Ur . Chen: Very bad Situation . 

HM, Jr.: But what will happen right af ter that, I don ' t 
know. But I don ' t think anytning will happen in tne next 
two weeks . 

l.!r . I.Dchhead: No . 

Llr. Ta.,ylor: Do you tb.ink t hose boyo will be ready with 
your Canadian liquor t hi ng t omorrow? 

HJ.I . Jr . : Is tnere anything I can do while you are her e 
to have you go around. A car? 

Ur· Chen: You have done all you oan . 

tlll . Jr. : ur. sze, are you t aking hi m around? would you 
like to see the Bureau of Engraving and Print ing? 

Ur. Chen: I saw i t 28 years ago. 

HM......I.r.-: Or perups you would like to run UP to t he 
Philad&IPlila m1nt7 

yr. Chen: I am here to meet you and t o prepare myself . 
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!lll .Jr, : Yo•l have g1ven 11e what. I call 1 hoaeworll:1
• I 

want. to read th11. 

.. 
130 
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MINISTRY OF FINANC E 
Ill TBI: BUND 

132 

Str ic tl y coo fideot 1&1 l!arch 9 , 1936. 

)[e!!IO randum 

The financial position of the Chinese Go~ernment 

1. In connection with the monetary reform adopted November 

3, 1935 , t he Government adopted a program of balancing the budget in 

18 months. SUch a program was dee~d eeeential in order to a~oid 

jeopardizing the currency through inflation resulting from continued 

borr~wing , e specially from the banks. In carrying out that program, 

however, the Government baa been meeting with serious difficulties 

because o f falling revenues, particularly customs, and the impoaaib­

Uity under existing conditione of :oaterially reducing e:x;penditure. 

2. The following s tatement comparee net total re~enues and 

P&YJie nte during the paet f ive yeare ( f i4!;urea in mll~iona of dollars), 

ae repo rted by the Accounts Depart111eot o f the Jlioiatry of li'ioanc eJ 

Year 
end ing 
June 30 

1931 
32 
33 
34 
35 

Net total pay­
menta (exclud­
ing cash bal­
ances at end 
of year ) (1 ) 

774 
749 
699 
836 
1141 

Net t otal rev­
enue (excluding 
net pr oceeds 
f rom bor rowin, 

( l 

557 
619 
613 
6 811 
746 

Deficit 

217 
130 

86 
147 
1116 

Percent age 
of deficit 
t o paWots 

28. 0 
17 . 4 
12 . 2 
17.6 
20. 8 

(l ) The fig ures abown i n this tabl e differ fr om thos e g iYen in 
publi shed r ep~ts of t he ~oistr7 of 71oaoce , in that the 
Department of Accounts has now a dop ted the practice he r e t ofor e 
tollo.ed b7 the Directo rate Genera l of :Budaet , .&ccouota and 
Statistic s t o sbowin& ooats of ~eYeaue ooll e c tioo under p&J .. nts 
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3. The t1raocial xeeults of tbe flacal year 1934- 35 ue 

ebo•n to detail io Annex I. Tbe followtoa 1e a summary& 

(U1lliooe of dollaxe) 

Customs 
Se.l t 
Consolidated taxee 
Tobacco a od wine taxes 
Governmeot enterprise xec eipte 

(laxrely from railwaye) 
Other 

Total 

Paxmente: 

Party and cbil ~enses 
Uilitary expenses ( including 

f5 8 ,000 , 000 representing 
coat of military payments 
fox previous yeaxe) 

353 
167 
105 

11 

61 
48 

237 

388 

74 

745 

Government eubecri~tion of 
bank capital (net) 

Loan service (including foreign 
loans and todemnitiee, $93 , 000, 000 1 
domestic loans (net) tl39 , 000 , 000; 
and debt r eadjuetment fUnd 
15 , 000,000) 

Net additions to reserve and 
eu ape nee i teme 

237 

5 

Total 

4 . calculation of deficit. 

Grose pe.ymente 
Revenues 

Groea deficit 
Adjustment tor 
oa p i t al it em a 

Net operating deficit 

941 

1940, 928, 456 . 11 
744, 922 , 042 . 20 

196 , 006 , 413 . 91 

73 , 600 , 000 . 00 

1122, 506 , 413 . 91 

to thu Uinietr y of J1riaoce inetead of ae a deduction f r om xeveoue. 
Hence the figu r ee for 1931- 34 have been r evi sed on tn1e baeie. 
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5. The aboYe- meotiooed •AdJ uatmeot for cap i tal ite .. , 

$73 , 500 , 000• ie t he oet aaouot of additional fuode proYided by the 

Government f or eubecr i ptioo of baok capital io order t o meet the 

emer gency conditione which exi ated duriog a lar ge part of the laat 

fiscal ya.r. 

6. Dur ing the cur r ent fiscal year 1935- 36 t he deficit b&e 

been a t a h igher rate than io 1934-35, and acc ording t o preliminary 

figures wae about $146 , 000, 000 tor the eix moothe ended Deca~~ber 31, 

1935. The iocza.aed deficit resulted f r om Yarloue caueee . 

7. Ther e ha' beeo a material decrease o f customs reYenue 

i o the l&et eisht or aloe mootha . This is due to nrious co od itioos a 

the disturbed international situation which discour ages import com­

aitmeots ; wholeeale smuggling by japanese and Koreans in Worth China; 

r educed purchas i ng power of the a gricultural populati on due to 

serious floo ds aod eo- called coeeuoi .. ; oYer-stimulation o f i mporta 

io the ti rat hal f of laat year ae a z eau l t of high exchange a nd 

because me rchants t h ought a higher tariff l ikely to be introduced ; 

aod l eaaeoiog o f imports due to lower exchange. 

8 . Besides there haYS been heavy emergency expeodituree. 

The fl ooding of the Yell ow aod Rao RiYer s haa been Yery aeYere , and 

baa giYen rise to lar ge outlay for r elief and rehabilitatioo. The 

cont laued low ebb of ecoaomic act ivity baa aeceeeitated conti nued 

aid to baoke aod ioduatrial eot erpriaes. Aleo there hae been need 

to reader aid to provincial aod l ocal goyeromeota . 

9 . Large mi li tary expeoditur ee haYe beeo ioeecapable t or 

t be purpoae of copiog with tbe iocuralooa ot the eo-called co..uoiat 

forc es ioto t he Ncr t hweet aod the sou tbweet . KoreoYer the Goyeroaeot 

baa bad to iocreaae ita outlay for pr eparatiooa for oatlon:l defeoce. 
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10 . Undex existing difficul t conditione, the Go~exnment 

bee been obl i ged t o xely extenai~ely upon boxrowing in the domeetic 

market on tbe beet t exma obtainabl e. Since in~eatora in China have 

not been accustomed t o long-term oblieati ooa , the usual term ot 

doeeatic bonds was abor t , and most domest i c bond issues ha~e pro~ided 

for r epayment of pxinoipal at tbe rate ot at least 10% in the tlxst 

year , 'llitb complete retirement o~ er fi~e to ten year s . A la:rge t-art 

of the int ernal debt waa iaeued with pxoviaion for monthly repayment 

or pr incipal along with interest. 

11 . Ther e baa been a heavy burden each year for repayment 

of pr i ncipal of domestic obligations, par t ly due to the aboYe-men­

tioned ayatem of internal b~rrowing , and aleo becaus e of the r ela­

tiYely l arge paymenta tor retirement of foreign loans . The following 

table ehowe amounts paid during the l aet fi ve years tor debt r etir e­

ment,(l } compar ed with the amount of deficit (f igures in m1111ooe ot 

dollare) • 

Year ending .&,ppro:r.J. mate a1110unt 
.Tune 30 ot debt retired 

11131 
32 
33 
34 
35 

Total 

150 
160 
100 
115 
125 
650 

Deficit 

217 
130 
86 

147 
1116 
776 

!heee f1g urea do not include amor tization of Boxer indemnity pay .. nta, 

other than thoee effected for aer~ice ot loan e eecur ed thereon . 

12 . It le t hue appar ent that the Government io effect h&e 

bor r owed largely to retir e old debt . Tbie baa been a costly process, 

becaus e the new bonds muet Be diapoeed of at a discount and in~ol~e 
r elatiYely high int ereet ooet . iUrther more the new bonde ba~e been 

. abort ter m obl1gat1one , witb heavy payaente io the next few yeare. 
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Thia bae involved progreee1valy increasing the extent to which eaaeo-

Ual cur r ent revenues are pledged for debt service. 

13 . In Februar y , 1932 , condi tione were eo dieorgani&ed by 

the tightioa at Shangha i that it became necessary t o arrange with the 

bondholder s for a reorgan ization of t he inter nal debt , which reduced 

totereat r ates to a flat 6% per annum, as co~red with previous 

ratea ae high as 9 . 6% per annum (8 per mille per month) on aome loana , 

and spread princ i pal payments over a longer period. Thie mea eure 

saved the Gover nment about $100 , 000 , 000 yearly, and thia eaviog 

together with the strict l imitation of payments to actual receipt s 

cade it poaaible to stabilize the national fioaoce e during moat or 

the calendar year 1932 . Thia stabi l ization however does not appear 

in the table on page 1 above , which ie according to fiscal years. 

14. Fr om t he begioniog or 1933 however it became impoeeible 

to maintain the etrict curtailment or payments. ~iret came the 

.Tap&neee occup&tion of Shanhaikwao, shor tly followed by the invasion 

and aetzure of .Tebol a nd t he overrunning of the gzeater part or the 

area from Tientsin and Peipiog to tl!e Gr eat l'iall. Thie fighting, 

which covered moat of the latter hal f of the fi scal year 1932- 33 , 

oeceae itated lar ge expeodituz es . There wae al ec the coat of giv ing 

much needed relief to the refugees of t he war zone, and of diabanding 

and reor gani&ing various military unite in North China. In the 

autumn of 1933 came the diaaetroua Yellow River flood , followed by 

the iUkien rebellion, which was auppreaaed in January, 1934. 

15 . Although to 1 932 and moet or 1933 the Government wae 

able to avoid treeb loan ieauee, circu.etancea again Bade it neceeaary 

by the fall ot 1933 tor tba Government again t o pledge ite r evenuee 

t or oeceeaary loaoe. Theee loans carr ied with the• r elatively high 
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payments fo r r etire .. nt, eo that the debt atructure at the beginning 

of 1936 wae again i n a moat uneatiefactory poait i on owing to heaT,Y 

payments due in the next few year e fo r retiring inter~ debt. In 

the six yeare beginning with 1936 about tl , OOO, ooo , ooo of in t ernal 

debt ieeues , or about 71% of total internal issues, wer e due t o be 

retired , or an aTerage of about $170, 000 ,000 annually. ~oreoTer pay­

•ents on external obligations remained he&yY. The schedule or the 

Boxer indemnity proTided !or increased payments beginning in 1932 

and continuing at a relatiTely high f igure through 1940 . Aleo the 

schedule of the American flood r elief and cotton and wheat loans 

requires that repayment of the principal or OTer US$20, 000, 000 out­

stand ing be co~lfted by the latter part of 1937. 

16 . I n Ja nuary, 1936 , the GoTernment and the Bondholders' 

Aeeociat ion agreed upon the ter ms of a r eorganization of the internal 

debt , to be effect i Te Yebruary 1, 1936 . Thi s reorganizat i on included 

all the outstanding internal bond ieeuee of t he Nat i onal GoTernment 

excepting eix Which wer e affected by apeci&l cond itione and were lees 

than 1~ of the total. Altogether 33 issues were conaolidated into 

five aeries of bonds r unning reepeotiTely for 12 , 15 , 18 , 21 and 24 

yeare . The total amount of new bonds waa $1 ,460, 000 , 000 . In addition 

the GoTernment authorized a RecoTery Loan of $340, 000,000 iaauance o! 

which is expected to be spread ower one or t wo year s . 

17. This conaolidation , wh i le leaving in tereet ratee un­

changed at 6~, material~y reduced tbe pr incipal payment s in the next 

few year e. 0Ter the next fiTe year s it will eave about 165, 000, 000 

yearly, as compared wltb payments due under the old eohedules of the 

loan a now ooneolldated . Thua the conversion opera tion materially 

etrengtbena the flnanclal poaltlon of the OoTern .. nt. 
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18 . The necessity t o i ncur heavy payments for mi l itary 

purposes has been the coat eerious fioancial problem confronting the 

rational Government. Yllitary expenditures over the last few years 

have been ae follows• 

Year endins 
.Tune 30 

19:51 
32 
33 
34 
:55 

Alaount 

1312,000, 0001 ! :504, 000, 000 2 
321 , 000, 000 2 
:573, 000, 000 2 
388 , 000 , 000 2 

Per centa£e of (1) 
net total pay=ente 

40.2 
40. 6 
45 .9 
44 . 6 
41.2 

19 . China is not a militaristic nation, ita people having 

always been dieposed t oward adjustment of di sputes without employing 

force. The Government however has been obliged to incur lar ge mili­

tary expenditur es both for maintenance of internal order and as a 

preparation for national defence. 

ao. Beeidee the b eavy outlay r equired t o support the 

t r oops resularly enga ged in the anti-co.munist and band it suppr ession 

campai gns, the Gover nment baa been obliged to apprppriate $5,500,000 

monthly aa emer gency paymenta. I t ie alao to be noted tha t the 

incr eased figur e of payments over the paat two or three years r eaulte 

in par t f r om inclusion of figures for payments (and alao receipts) 

for a reas to r wbicb retu rns were no t previously a vailable , and from 

transfer to the accounts of the Kinietry of Yioance of certain mili­

tary expenditures of an inter-departmental character . Alec military 

expendi t ures include iteme for r oa d buil ding, rural r ebab1litation 

and other payment• for r econstruction. But even after allowins fo r 

t he fo resoing, military expenditures r ema in at a h igh level. 

(l) 
(2) 

See foo tnote on pase l. 

Including ~ate .. de ln prior yeare amountlns to 
l49,ooo,ooo 1~ 1as1-a21 tov,ooo,ooo ta 1asa-aa1 
tca,ooo,ooo 1a la53-ac, aad taa.ooo,ooo ta la54-H. 
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21. The problem of luge military e.Jq~endlturee for inte:raaJ. 

purpoees wae inherited by the National Government . The Government 

earnestly deai r ea to reduce euch expenditures and is reorganizing and 

reducing the numbere of superfluous t roops aa rap idly ae circumstances 

permit ; but it troops are merely disbanded without provision being 

made to r their absorption into productive work, they are likely to 

drift in to banditry or COlllllluniatic acthitiee. The great neceeeity 

ie to put in effect the Government's plana o! economic reconstruction, 

thus employing large bodies of laborers on such projects as water 

conservancy and land reclamation, etc . These projects would not only 

absorb this surplus labor power but would also increase the productiv­

ity of the country and afford increased opportunity tor eaintul occu­

pation of the people. Moreover, eucb a program of economic develop­

ment would p romote internal stability and doubtless lessen the necess­

ity for subsidies to provincial and local authorities . 

22. Under existing conditions it ie obviously imposeible to 

reduce paymente tor national defence. 

23 . In the past eeven or eight years the National Government 

bae made material progress in developing sources of revenue , through 

levy or h igher customs duties under the regime of tariff automony, 

through rehabilitation and i mprovement of the Salt Revenue Admin istra­

tion, and through develop~nt under the Internal Revenue Adminietra­

tion ot t he eyatem ot coneolidated taxes. The following table ehowe 

the increase of revenue Ctom these sources by years (figur'• in 

mill lone of dollar e ) 1 
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140 
ihcal. year Coaeolidated 

ended June 30 Cu!tOIDI Salt taxes Tl)tal 

1929 179 30 30(1 ) 239(1) 
30 276 122 41 439 
31 313 150 53 516 
32 370 144 89 603 
33 326 158 80 564 
34 352 177 105 634 
35 353 167 105 625 

24. Unfortunately these reYeaue increases have been largely 

offset by various adverse developments. The eeizure of ~ochuria, 

which wa a a fruitful source of revenue , occurred during 1931-32, and 

no provision whatever bas been made for payments out of Manchurian 

customs aod salt revenues in respect of the obligations of Cnina 

secured in par t thereon. lloreove:r , tbe forcible separation of lLaa-

churia a nd the establishment of trade bar riers baa been a very eevere 

blow to t he trade and industry of the r est of China, and consequently 

to Government :revenue , since economic intercourse with the Northeast-

ern provinces wae highly developed and mutually profitable. 

25. Also heavy coats have been incurred in puttlag down 

aub~e r si~e m:JVemente, notably the eerioua civil ware of 1929-31 , :1nd 

in the subsequent anti-communist ca~igns . In addition it baa been 

necessary to make lar ge outlays to contend with unusually severe 

natural calamities - the flood of 1931 alone entai ling expenditures 

ot about $70, 000 , 000, materially im~iring public revenues aa a result 

of entailing property loaaea estimated at 12 , 000, 000 , 000 ( i nclud ing 

cr ops valued at $900,000,000). llore recently the growth of revenues 

baa been affected by the cuiDulative effects of the de epening depree­

ai on. I n turn, heavy emer gency e~enditurea have been neceeeit&ted 

by the depr eea1oa. 

(1) Iacludlas Keroeene tax now collected by the cuato ... 
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26. It should be mentioned that put of the locr•ae in 

the figures ehown in the abon t able reculted from the progreee aade 

io bringing under the administrative control of the :U:inhtry of 

rtnance the revenue collectione of "farioue r eeiooa. This p rocee s 

nowever aleo entailed reeponeibility for e.x:pendi tures io amounts 

aoLe•oat cor responding to t he revenues brought under contr ol. 

27. Under exi~ ting difficult conditione there reaaioe a 

substant ial deficit . Were the rate of deficit indicated by prelim­

inary f igures fo r the six mont hs ended December 31, 1935 , to oontioue 

t hrough the cuzrent f iscal year , the annual de!icit would be about 

$290 , 000, 000 . However, the loan c onsolidation effected §ebruary 1 , 

1936, makes possible aavinga at the rate of ~pr oximately $85 , 000, 000 

yearly . Alao it ie ~ected that customa revenue will i nc reaae from 

the abnormally l ow figur ea of last summer . Therefore , the pr eaent 

defic it may be taken to be approximately Jl50, 000, 000 t o il75, 000 , 000 

yeaily. 

28 . t o the abaence of unpr edictable developmects , however, 

the refor m of the mooetuy and banking ayetem of November 3 , 1935, 

which ia being fuzther developed , is eXPected to stimulate economic 

activi ty so that revenuea will increase. Alao it is hoped that the 

need for extraordinary expenditure can be reduced eo that the fioancee 

~an gradually be stabilized . 

29. ~ aummary of the poeition of the national debt le 

attached aa Annex II. 
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Confidential 

Calculation ot d~ticit . 

Orou paymen te . . .. . . • • . • • • • . • 940.928,456.11 
...... 

Rll'lenuee • • • . • . . . . . . • 7H,922,042 . 20 

> 

01'01& deficit . . • • • . • . . • • 196 , 006 , 413.91 

Adjustment tor Capt~ ~tem4 . • . • 73,500,000.00 

He t operating detici t • . • . . . • . . t 122 5506 t'U3 . 91 

Prepared October 14, 1935 
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China ' s monetary policy. 

144 

)(arch 11, 19~6 . 

1. The development of a sound and uniform currency eystem 

in accordance with the rsquire111ent s of a modern etate and the peculiar 

aeede of China 's ecooo~ has long been the obj ective of the Govern111ent'e 

monetary policy. The concrete 111eaeur ee t aken by the ~ational Govern­

aent to that end have included the eetabliehment of the Central Back 

of China io 1928; the opening of the Central Mint in 1929 ; the aboli-

tioo of the tael and t he iotroducti oo of the standar d silver dollar 

ia 19~3; adoption of the pr ogram of coinage reform; and f inally the 

fundamental cur rency r efor m of November , 1935 . 

2. The intr oduction of monetar y reforms in China ie far from 

eimple , in view of the many intricate problema involved . There hae 

long existed in China a wide variety of circulating media, coneieting 

ot many kinde of s i lver and copper coins and of paper currency. Under 

the old Peking regime , banking developed without sufficient gu idance 

and res trict ion , and in par ticular without adequate control of ieeue 

ot banknotee . ~reover, t he existence of f oreign eettlemente and 

conceeeione and of extra-ter ri t orial p rivileges greatly complicates 

the problem, since t he Chineee Government ie t hereby p revented troa 

exercietng complete administrat ive control throughout China ' • terr i ­

tory, e . g., to combat emuggl ing and c ouoterfe it iog. Alec io recent 

yea r s China hae eutter ed f r om a pil ing up of mietortuoee thr ough 

d isa etroue tloode aod drought, t he thr eat of communiem, a od ioteroal 

ad exteroal polUlaal tr1ct1oo. I o partlcul&r, t he eeb.u:re of the 
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J If ~t 
Jor t he&atern Proviooea baa dislocated trade and industr y , and hae 

inJured the position of Government floancee because revenue was taken 

wltbout making available any sums to oeet the ser vice of Chinese 

Goveromeot l oane secured thereoo . (l) To the economic troubles r eeult­

ios tro iD these misfortunes have been added the effects of the world 

ICOOOIDiC crisis . 

3 . The ec onomic cr i sis firat led to heavy depreciation of 

eilver, and hence of Chioa's exchaoge , thus tendiog to over- stimulate 

aaoy l ine a of economic activity in China and to ralae the price level. 

Then to 1931 began the world- wide depreciation to the value of lead-

ios cu r rencies, wh ich caused China ' s exchange t o appreciate, accom-

panted by falling prices and deflation. The index of ShQnghai whole­

aale pr 1 oee haa been a a follows: 

1926 
27 
28 
29 
30 

100.0 
104.4 
101.7 
104. 5 
114 . 8 

1931 
32 
33 
34 
35 

126 . 7 
112 . 4 
103 .8 

97 .1 
96 .4 

The high of 130. 3 was reached in August , 1931 , and the low of 90. 5 in 

July, 1935. The figure for February, 1936, was 105.4. 

4 . The Government concluded in the fall of 1935 that tar-

reaching reform of the curreooy ayatem was the only means to solve 

the monetar y pr oblema , eo aa to check the dieaatroua deflatioo aod 

place the country oo a pat h pr omising to l ead it out of the depr es­

sion. There for e the Gover nment pr omulgated the decree of November 3 , 

1935 , p roviding for sta bilization of exchange at about the level then 

existing! unifica tion of baokno te curr ency a nd r es er ves and makins 

no tes of t he t hree Gover nment banks f ul l l e ga l tender! nat i onaliza­

t ion of silv er; r eor san i&at ion of the Centra l Bank a e the Ce ntral 

(l) ~or tbe five 1eara endlnr with 1931, tbe ouatoiDB r evenue collec­
t ion of the Iortheastero Prov1noea was a bout 1~ of the to ~l. 
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Reserve Bank on a more independent baeie; s tr engthening the commer-

cial banking system: and balancing the national budget within a 

period of eighteen montha in order to avoid inflation . 

5 . Adoption o f this program of reform caecked the deteriora­

tion of the economic situation , and haa anuaed defini t e i mpr ov ement . 

fbe average of Shanghai wnulesale priaea recovered f r om 90 . 5 in ~uly 

and 94 .1 in Oc tober, 1935 , t o 103 . 3 in November and t o 105.4 to 

iebruary, 1936. Jxport trade has increased in a gratifying manner , 

and fo r the fi rst time in a bout 60 years exporta exceeded lapor t e in 

December a nd Januar y ae shown by the cuatoms r eturns now at hand . 

Also cus toms r evenue has picked up sooewbat, and in February after 

aeveral months of deficit registered a surplus after taking care of 

loan service eecured thereon . Alao t he Lunar New Year settlement at 

the end of January was aaco~li shed smoothly and without any disturb­

ance in the markets . Bxchang e haa enjoyed a stability never before 

known in China. The way has been c~eared for continu ing betterment 

of conditions, by doing away with pr evious uocertaintiee affecting 

tbe monetary situation . Were it not for the acute international 

situat ion , the Chinese econo~ would be in a posit ion better to util­

ize the improved facilities which are being provided and to pr ogress 

stead ily beyond what baa yet been known to China . 

6. The Gover nment ie actively proceeding with tonaolidattoo 

ot the advance already achieved , and te pr ogresaiog with tbe meaaurea 

required to give effect to the policy and pr ogram adopted . Cir cula­

t ion of the new nickel and copper coina of 20, 10, 5 , 1 and i cent 

denominations beaan 7ebruary 10 , and the Central Kl ot ia working on 

day and night abifts eo tbat the new coioa are being pr oduced at the 

rate of about 40 , 000,000 piecsa .onthly, about half the output belag 

l 
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olckel a nd half copper . Howe~er, the minting and distribution ~r a 

quanti ty of the new coins sufficient to replace the miecellaneoue 

currency consisting of paper notee and depreciated coine Ia a matter 

of years. 

7 . Adoption of a 50-cent silver colo ia under active con­

sideration by the Government . The quantity of silver to be placed 

lo such a coin , however , hae not yat been decided. The coin would 

c! course be a to~en colo, with a bullion value lees than ita mone­

tary value . The silver content should not be eo gr eat that there 

would be risk of melting in the event of auch an increase in the 

world price of eilver ae might be rea sonably anticipated . On the 

other hand , the silver content should not be so small ae to offer 

uodue temptation to counterfeiters. In China counterfeiting ie a 

very serious problem becauee of the cheapness of labor and the skill 

and i ngenuity of artieane . ¥or eover the eyetem of extra-terri t~rial­

ity prevents the Government from taking police action againet foreign 

oationala that might engage in counterfeiting ae has been frequently 

the case in the paet. 

8 . Conc rete plane for reorganization of the Central Bank 

have been proposed by the Kioiater of Finance , and it ie expected 

• 
tha t such pl ane wi ll shortly be adopted by the Government. Theee 

propo sals coote~la t e the creation of a new Central Beeerve Bank t o 

take place of the Central Bank or China. The Reeerve Bank would be 

a mo re independent institution with 30p of the eharee held by baoke, 

3~ by the public and 4~ by the Government. It would be g iven 

within two yeare a monopoly of note ieaue, to wnich end tranaitioaal 

•eaeuree a re being devised. I n aene ral it would be devel oped int o 

ao institution which would perform the principal tunctiooa of central 
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banking ae exer c i sed by central banking institutions in many other 

c~untr 1ee . 

9 . I n addition pldoe are being p r epar ed t o create a mor­

tgaee bank, in order to aesiet in unfreezing the banki ng situation . 

10. Since adoption of the reform of Nove~ber 3 , 1935, t here 

bae been material progr eee towar d centralization of the monetary and 

banking eyetem under the newly-created Currency Reserve Board , The 

silver etocke taken over 1~ed1ately after the decree of November 3 , 

1935, were about ~87 , 000,000. The Currency Reserve Boar d ae of 

~reb 7, 1936, held silver reeerves of $369,000, 000 , ao 1ncreaee of 

$82, 000 , 000 . Adding about $66 , 000 , 000 exported to t he United States 

under the agr eement for sale o f 50, 000 , 000 ounces , the amount of 

silver acquired under the decree has increased by approximat ely 

tl48, 000 , 000 since November 3 , 1935. Since t he beginning of 1936, 

silver etocke have been inc r easing at the av erage rat e of about 

i6 , 000,000 weekly , as will be seen ftom the t~ble annexed ae Annex I . 

ll . Since November 3, 1935, note ieeue of t he three banks 

has increased from $427, 000 , 000 to ~708 , 000, 000 ao of Karch 7 , 1936 , 

an inc rease of about $281, 000 , 000. This increase 1e partly to ex­

change for abou t $148, 000 , 000 of silver delivered as mentioned above, 

aod par t ly 1n substitution for ootee of oth er banks ret ired . The 

circuiation of other banks ae o f November 3 , 1935, wae appr oximately 

t240, 000 , 000, of which about 179,000, 000 had been retired up to 

Yebruary 29 0 1936 . 

12. Ther e are attached ae Aonexea II and III atatem~nta 

ehowing the detail& of no te iaauee, and r eaer vea of The Ceat!&l Bank 

of China, the Baak of China, aod the »aak o f Co.aunicat i oae , aa of 

~ebruary 29 0 19361 aad alao ahowla~ tbe poait1on of uo t e leauaa of 

Regraded Unclassified 



- 6 - 14S 
13. Since IoY .. ber 3, 1935, excaanae atabil1ty baa been 

spite or eeYeral epeculat1Ye attacka . Kaiatenance oC 

thh etabi11ty baa been materially aided lly t he traneaction oC 

lloumber f or eale of 50 , 000, 000 ounces oC aiher, wh ich baa greatly 

atrecgt hened the cur reno;, r eeeryee proTid ina r eeerYea equhaleot to 

t l OO,OOO , OOO, Chineee currency. 

14. The note circula tion was &a fol l ows a a o r ?ebruary a9, 

Central Bank oC China, 
Bank of ~nina , and 

Amount Percent 

Bank of Co.-unica tlona t 700, 046 ,382 . 42 81 

Othere(l) l6l, 078, 468 .2Q 19 

Total 1861 , 124 , 850,62 100 

15. The note ieeues ot the three Go vernment banke were 

aa of February 29, 1936, by gol d, silver and foreign ex­

change to t he extent of about two-thirds, a a f ollowaa 

Total note ieeue 

Siher 
Gold 
Ear elgn exchange 

total 

Amount 

$700,046 ,382.42 

t315 , 469,453 . 76 
J5, 986 , r>l8. 76 

llJ,a67,189.50 

1463.723. 162. 0& 

Percentage oC 
reeerTee to 
no t e iaeue 

45.1 
5 . 1 

16 , 0 

66.2 

16. I n the caee of note issue of other tban the three b&Dka, 

oo caeh reeerTea wer e held other th&o e11Ter and bank deposita within 

Cbioa . The total a11ouot or ailTer atocka held by the three banka aa 

r eported to the Currency Beaer•e Board ae of 7ebruary 29 , 1936, waa 

1364, 044,089. 26. Thie figure iocludee the eil•er holdings of the 

(l) I ooludlol flprea tor tbe J'anere' llr.ak &I o f Karob 4, 1936 . 
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three baoka againat their n;,te ieauea (i.e., the above 1315,469, 463.761 · 

The diffe~ence of about ~9,000,000 may be taken to repreaent approxi­

mately the reserves of silver held in reapect of the notes still in 

circulat ion of other banks. 

17 . Thus, in relation to total note isaue of about $861,000,-

000, t otal reserves of silver, @Old and foreian exchange were about 

$512, 000,000 or approximately 6~. Silver holdings (about i364,000,000) 

were 7~ of total note ieeue reserves, and total gold and foaeign ex~ 

change (about $148 ,000,000) were 29%. The diatribution ae between 

gold and silver may be contrasted with that of the American currency 

r eserves, which are understood to coneiet of something over 80~ in 

gold a nd leaa than 2~~ in silver (monetary value). 

18. The Chinese Government has a vital interest in the 

future of silver , not only by reaeon of the amount of $369,000,000 

of silver reserves held under the Cur rency Reserve Board, which amount 

ie steadily increasing, but also because silver constitutes a princ i­

pal aaeet upon which the Government must rely for t he purpose of 

defending the stability of ite currency. The Goverocent'e pol icy ae 

to exchanse 1a atated ae follows in Article 6 of the decr ee of Novem­

ber 3, l935 a(l) 

•For the purpose of keepins the exchange value of 
the Chinese dollar stable a t ita pr esent level, The 
Central :Bank of China, The :Bank o t China and The 
Bank of co..unioationa aball buy and sell fo reign 
exchange in unlimited quantities .• 

19. In carryins out tbie policy the Government .uet rely on 

holdings of gold and foreign exchange. So far the three Government 

banke have been able t o meet all calls . Bu t if for any reason a 

demand fo r foreign currency should arise which would exhaust the 

reeervee of to eign exchanae and gold , the silver portion of the 

(l) See 4Dou IV, •1'be llew lfllnetazy Pollc:r of Chi••· cootalolq 
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r taar vea would oot be of aaeiatance in eupportiog the excbanse unleae 

1t could be Cllnverted into foreign currency. 

20. Io view of thie situation it can readlly be appreciated 

under existing conditione the Cbineee Government would be aerioua­

ly affected i n the e"Yent of a fall in the world price of s1l'Yer below 

approxi cat e ly US~0 . 40 per fine ounce, Which correapoode with the parity 

Chine se silver dollar. Should ail"Yer approach close to that 

lack of coo!ideoce in the Cbioeae curreocy would immediately 

develop i n Ch ina, eioce thie condition would invol'Ye the depreciation 

va lue or the priocipal elemen t which backs the currency. A 

tligbt of capital would tend to eneue. There would also be heavy 

1pecula t he buying o t fo r sign currencies , particularly for forward 

which the sovernmental authorities would not be able effec­

thely to control in "Yiew or the existence of t he f oreigo settlements 

cooceeeiooe, and in 'Yiew o f the extra -territorial pr i'Yilegee of 

the forei go fioaocial inetitut1one aod foreigo natiooale who are not 

IUbJect t o Chinese authority. 

21. Yow that China for t he ! iret time in ita hietory baa 

achieved exchange stability, and at a level which is deemed to be in 

keepiog with the requiremeote o f its economic situa tion, the Chioese 

Go'Yernmeot ie extremely anxious that this stability sball be aaio­

tained. If in future an international understanding for curreocy 

etabilizatlon is reached , China would be glad to cooperate, and to 

.. totain a monetary ayatem in harmony therewith. ~ a bolder of 

eilver, howe'Yer , China would fa 'Yor in pr iociple an ioteroational 

agreement whereby ail'Yer would be ;iven a definite atatua aa primary 

aooey eucb aa would perait it being 1aported a nd expo rted at t i-• 

when ioternational bullion mo"Yemente are asceeaary. 
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Jot• I••u• and llll'tfl Ho1dlo"a ot !'be Tbr•• oawero••t :Iaiii< I 
(1) 

• 0 t • I e 1 u e SHnr 

caot-ru kill< or 1 an of 1hcl<1 bud 

Data Bo_lllt Chlaa co-al· !ot.1 b)' tho 
e&UODI t1U oe b&lllt I 

(la alllloao or 4~11&·~· a8'7(2) 

1'01' · 2 , 19:)~ 136 18'7 10~ '7 

9 , 140 202 114 4~6 

1e 1U - 12:) -
20 - all - -
2:) 145 - 1:113 -
30 1~1 2 49 ua 642 

lleO• ? , 1936 1~ - - -
10 - 268 149 -
u 16? 

272(31 
15? 

50a(3) 
21 1~ 162 

28 1?6 - 159 -
31 1?9 286 176 641 

Jao.. •• 1936 179 290 175 6" 315 

11 18$ 294 1?8 6U :)20 

16 lU 3~ 181 676 327 

25 221 :)08 191 719 336 

Job. 1 , 1936 22ll :)06 192 72:) Ul 

8 2:)0 303 191 714 346 

10 232 2116 186 7l3 330 

22 2:)0 288 182 700 ;)57 

29 224 29:) 182 '700 :)64 

Ka:r. 7, 19:)6 232 294 181 708 369 

~ 

(1) 7or MOT .. bor and Deo .. bor , 19:)5, th e ~nk ot Cblna flsur oo are 
dorhed tr oll reporta eaoh ten doYI• 

(a) fhl1 inoludol 1219,260,000 at Shan1hal and t67 ,1lO,OOO i* out­
porto, tho latur rtsur• botac derhod troa uporta to the 
CUUIDCJ R IIIUI llo&rd b7 0 trlcll o r thl XlGl1tr:r or fl•aoo. 
laloo of oll..u M the u. s. aero about tee,ooo,ooo, ahlppod la 
lato --~- aDd early Aa~. lt \ohio a.,uat had not b .. a 
«QQir\edo tho thno llalllto' total other bo1dlDIO &0 of Job. 29 0 

1936, -14 han booa about ~o,ooo,ooo. !bh tlfl\lro a:ooodo 
~, 11&3,000 , 000 tbo total .. or ....... 183$. 

(S) ••k c; r Ch loa tlfi\IUO &I of Deo•llor aD, 1831, are bore lacludod. 
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In ... Annex n 

TO'l!f IIOTE ISSUBS Allll ITBIIIZBD C.I.Sll RBSERVI!S 

(&a ot Pebruary 29, 19}6. 1 

• 
BAK1 OP COMMUNI- I 

IIAliBS OP !WiltS CXIITRAL IWIK IWIK OP CliilU CATIOIIS TOT A L I 

I 

'rO!.t.L AIIOUll'l' ISSum> ' 224, 324.443· 00 29} ,~8,2}9·42 181,88}, 700.00 700' 046,,&2.112 I 

I 
Ca.ab Reaenea: 
SU•ar Dollara 98, 275,179· 40 152, 063, 079. 29 51, 567, 526. 00 301,905 .~·69 

SUver Bullion 13, 065,123 .00 843·64 497,702.43 13, 5&'·"9· 07 

Pore1sn Currano1aa 13, 91},}86.85 59,815,881. 07 38, 537. 921.58 • 112, 267 ,189· 50 

Gold 13,439, 073 ·75 9. 995.311 .10 12, 552,133·91 35. 98'. 518-76 

J'o1nt Reaerve lfotea 316, 043 .o8 516,01!3.o8 

Depoa1to W1t b Other B&nlce 4, 269, 000.00 4 , 987, 697·27 
I 
I 9 o2t's"'.27 

Joint Tra&aurJ Notea 2, 7}0, 000. 00 z,.,o,ooo.oo 
Vault Reoe1pt 2, 000,000. 00 2, 000,000. 00 

CU.to~ Raoeipt I 299. 496. 00 299.~96.00 

Notu ot Other Banke 10,320,000. 00 
I 

16, 500, 000. 00 26,820, 000.00 

15} , 281, 76}. 00 I 226,862,812.}7 125, 000, 823.00 505,45. 598· 57 
I 
I 
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.n ... Annex n 

!'OT .U. IO'I'B ISStiBS UD I'fBIUZBD C.llll! RBSERVES 

(ao or February 29, 1~6.) 

• • 
IIAIIES OF B.lHltS CBII'l'RAL 8.\IIX BIJilt OP Cl!DI~ BA!IIt OP COIIIIUJII- !O'f4L • CATIONS 

I 'l'OTAL AJIOllll'l' ISSORD 224,}24,44}. 00 293 ,8}8, 239·42 181, 883, 700.00 • 700.~,,&2.1!2 

1 Caoh Reeervee: 
• SU ver Dollar a 98, 275,179·40 • 152, 063,079.29 51,567,526. 00 301, 905.784·69 

SU vor Bullion 13 , 065,123.00 843· 64 497. 702.43 13, 563, "9· 07 

Pore1sn Currenc1ee 13 , 913,386. 85 59, 815, 881 .07 38,537.921.58 112,267,189. 50 

• Oo14 13 ,439. 07}. 75 9. 995. 311 .10 12,552,1}3.91 35,986. 518.76 
• Joint Reeerv• lotea 316,04}. o8 316, ala3. o8 

• Depooita W1th Other I!&Dlca 4,269,000. 00 
I 

4. 987, 697 ·27 • • 9.at'•'"o27 
• Joint 'froaoury Notea ' 2, 730, 000.00 2, 730,000. 00 

Valll t Roce1pt 2,ooo,ooo. oo 2, ooo,ooo.oo 
• Cuotody Receipt • 299.496. 00 299.~~.00 

llotu or Other l!aDJca 10,}20,000.00 16,500,000. 00 26,B2o, ooo.oo • • 
• TOTAL 153, 281, 763 .00 226,862,812.}7 125, 000, 823. 00 sos.l45,39B·n • 

t 
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!llo IAduatrU.l ISaak ot Chlaa 

!llo •• t1GDA1 c.-v o1&l B&ak 

••••••••••• 

••••••••••• 

!be Land Bank ot Cbtaa ••••••••••••••••• 

!llo ~1eult\U'&l a. Dtduatl'U.l Balik ot 
China •••••••••••••••••••••••••••••• 

!llo co-oroi&l ISaak ot Chlaa ••••••••••• 

!llo B&alt ot Av1oultvo 1: co-woo •••• • 

Chill& a: lfouth aoaa ISaak (Jout '1'1'ouwo7) 

Jaraere 1 Bank •••••••••••••••••••••••••• 

!at&l outatandias •••• s, 18S5 

X... at 

••••••••• 

•CIIIIlt rotil'ocl •••• s, liS& to 
••b· ae. 11sa •••••••••••••••••••• 

OutatandUf 
•••· a, lt a 

t lt,IU,aot.OO 

e,tte,.,on.oo 

u,ao,soo.oo 
'7,tva,ooo.oo 

l1,4t114,11l'Fo00 

ae,aoe,ooo.oo 
a,eat,soo.oo 

n,2aa,.oo.oo 

18,88S,80'7o00 

ttn, o'7e,"' .to 

(l) P111U'•• tor r..r.va' Bank aa ot kreh t, use. 
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MINISTRY OF FINAHCC. 

Fer eooal & strictly confidential 

The Honorable Henry Uorgentbau 
' secretary of tbe Tx •eur y 

Waebington, D. C. 
U. S . J. , 

Dear Xr . Secretary~ 

Shansbai 
Kar ch 13, 1936 

I deeply appr eciate the sympathetic pereonal 1ntereet 

which you are takins in China ' • financee. In order that you may 

155 

be tully intor•ed aa to the actual financial poeltion of the 

Chineee GoTernment, I am aek1ns Kr. K. r . Chen to band you thie 

let ter and the attached memorandum entitled • Tbe financial poait1on 

ot the Chinese GoTernment• . 

In Tlew of the natur e of thie ... orandum, which containe 

contidential data and aleo certain information not yet reported by 

ae t o the GoTernment, I deeite to requeet you to regard it ae tor 

your own pr1Tate and confidential information , and not to place 

th i s l etter and the enoloeure in the official filee of the American 

GoTernment . I ebould of couree be glad to baTe you communicate to 

the Pteeident eucb of theae data ae you think be •ight care to baTe. 

I want you to feel that you can call upon KZ. Chen tor all 

.. terial information concerning China ' s financial eituatlon . 

l>nc lo~~&ra~ 

.U etated a bo n. 
Regraded Unclassified 



strictlY con!idential 

SHJJfOHAI O!'?IC! 
lliNISTRY OP P'DAMCI 

15 'l'HE BUBO 

March ll, 1936 . 

Ch1pa•s monetary poligy. 

156 

l. The development of a sound and uniform curl"ency system 

1n accordance with the requirements of a modern state and the 

peculiar needs of China's econo~ has long been the obJective or 

the Government's monetary policy. The concrete measures taken by 

the National Government to that end have included the establish­

ment or the Central Bank of China in 1928; the openin& or the cen­

tral Mint 1n 1929; the abolition of the tael and the introduction 

of the standard silver dollar 1n 1933; adoption or the program or 

coinage reform; and finally the fUndamental currency reform of 

November, 1935. 

2. The introduction of monetary reforms in China is far 

from simple, 1n view of the many intr icate probleiiS involved. 

There bas long existed in China a wide variety of circulating 

media , oonsist1ng of many kinds of silver and copper coins and of 

paper currency. Under the old Peki.ng regime, banking developed 

without sufficient guidance and restriction, and 1n particular 

without adequate control of issue of banknotes. Moreover, the 

eXistence of foreign settlements end concessions and of extra­

territorial privileges greatly complicates the problem, since the 

Chinese Government is thereby prevented from exercising co.plete 

administrative control tbroU&hout China 1 s terri torT • e · I·, to 

combat saU&s11nl and counterfeiting. Also in recent 1ears China 
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has suffered from a piling up of misfortunes through disastrous 

floods snd drought, the threat of com•nn1 sm, ard internal and 

external politi cal f riction. In particular, the seizure of tbe 

Northeastern Provinces has d i slocated trade and industry, and 

bas injured the position of Government finances because revenue 

was taken without making available any sums to 

of Chlnese Government loans secured thereon~l) 
meet tbe service 

To the economic 

troubles resulting from these misfortunes have been added the 

effects or the world economic crisis. 

3 . The economic crisis first led to heavy depreciation 

of silver , and be nee of China ' s exchange, thus tending to over­

stimulate II18Icy' lines of economic activity in China and to raise 

tbe price level. Then 1n 1931 began the world-wide depreciation 

in the value of leading currencies , which cause China ' s exchange 

to appreciate, accompanied by falling prices and deflation. The 

index of Shanghai wholesale prices has been as follows: 

1926 100.0 19.31 126.7 
27 104·4 32 112.4 
28 101.7 3.3 103.8 
29 104.5 .34 97.1 
30 114.8 35 96.4 

The bigh of 130.3 was reached in Augu.st, 1931, and the low of 

90 .5 in July, 1935 . The figure for February, 1936, was 105.4. 

4· The Government concluded in the fall of 1935 tbat 

far-reaching reform of the currency system was the only means to 

solve the •onetary problems, so as to check the disastrous de­

flation aod place the country on a path promising to lead it out 

of the depression. Therefor e t he Go•enwent prosul.gated the 

(1) For the five years ending with 19.31, the customs revenue collec­

tion or tbl3 llortheastern Provinces was about 15~ or tbe total. 

• 

Regraded Unclassified 



- 3 -

decree of November 3, 1935 , providin« for stabilization or ex­

change at about the l evel then existing; unification or banknote 

currency and reserves and making notes of the three Government 

banks tull legal tender; nationalization of sUver; reorcantza­

t1an of the Central Bank as the Central Reserve Bank on a more 

independent basis ; strengthening the commer cial banking system; 

and balancing the national budget Within a period of eighteen 

months in order to avoid inflati on. 

5 . Adoption of t his program of reform checked the de­

terioration of t he economic s i tuation, and bas caused definite 

i mprovement . The average of Shanghai wholesale prices recovered 

froo 90.5 in July and 94.1 1n October, 1935, to 103.3 1n Novem­

ber and to 105.4 in February, 1936 . Export trade has increased 

in a gratifYing manner, and for the first time in about 60 years 

exports exceededimports in December and January as shown by the 

cust oms returns now at hand. Also customs revenue has 4'icked 

up somewhat, and in February after several months of deficit 

registered a surplus after taking care of loan service secured 

thereon . Also the Lunar New Year settlement at the end or Janu­

ary was accomplished smoothly and without aey disturbance in 

the markets. Exchange has enJoyed a stabllity nevar before 

!mown 1n China . The y:··y has been c l eared t or continuing better­

ment of conditions, by doing away with previous uncertainties 

affecting t he monetary situati on. Were it not for the acute 

international si t uation, the Chinese economy would be in a posi­

tion better to utilize the impro7ed facilities wnich are beioc 

158 
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provided and to progress steadily beyond what has yet been known 

in Ch11l8. 

6. The Government is actively proceeding with consoli­

dation of the advance already achieved, and is progressing with 

the measures required to give effect to the policy and program 

adopted. C1rcula t1on of the new nickel and copper coins of 20, 

10, S, 1 and ! cent denominaticns began Febru.ary 10, and the 

Central Mint is working on day and night sh1tts so that the new 

coins ar e being produced at the rate of about40, 000, 000 pieces 

monthly , about half the output being nickel and half copper. 

However , the minting and distribution of a quantity of the new 

coins sufficient to replace the miscellaneous currency consisting 

or paper notes and depreciated coins i s a matter of years. 

7. Adoption of a 50-cent silver coin is under active 

consideration b,y the Government. The quantity of silver to be 

placed in such a coin, however, bas not yet been decided . The 

coin \OOUld of course be a token coin, with a bullion value less 

than its monetary value. The silver content should not be so 

great that there would be risk of melti ng in the event of such 

an increase 1n the world price of silver as might be reasonably 

anticipated . On the other band, the silver content should not 

be so small as to offer undue temptation t o counterfeiters. In 

China counterfeiting is a very serious problea because of the 

cheapness of labor and the skill and ingenuity of artisans. 

Moreover the system of extra-territoriality prevents the Govern­

ment from taking poli ce action against foreign nationals that 

•ight engage in counterfeiting as bas been frequently the case 
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in the past. 

8. Concrete plans for reorganizati on of the Central 

Bank have been proposed by the Minister or Finance, and it i s 

expected that such plans will shortly be adopted by ~e Govern­

ment . These proposals contemplate the creation of a new Central 

Reserve Bank to take place of the Central Bank of China. The 

Reserve Bank would be a more independent institution w1 th 30)( 

of the shares held by banks, 30% by the public and 40';( by the 

Government . It would be given within two years a monopoly or 

note issue, to which end transitional measures are bei"\g de·.-1.sed. 

In general it would be developed i nto an institution which would 

perfom the principal fUnctions of central banking as e.xercised 

by central bank.ing institutions in many other countries. 

9. In addition plans are being prepared to create a 

mortgage bank, in order to assist in unfreezing the banking situa­

tion. 

10. Since adopti on of the reform of November 3 , 1935, 

there has been material progress toward centralization of the mone­

tary and banking system under the newly-cr eated Currency Reserve 

Board. The silver stocks taken over immediately after the decree 

of November 3, 1935, were about $287, 0001 000. fhe Currency Reserve 

Board as of Karch 7 , 1936 , held silver reserves of $369, 000, 000, 

an increase of $82,000,000 . Adding about $66, 000, 000 exported t o 

the United Stat es under the agreement for sale of 50, 000, 000 OWICts , 

the amount of silver acquired under the decree has increased by 

approximatelf $148 , 000, 000 since J ovember 31 1935. Since the be-
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ginDinl of 1936, silver stocks have been increasing at the average 

rate of about $6 , 000, 000 weekly, as will be seen froa the table 

annexed as Annex I. 

ll. Since ~ove.ber 3, 1935, note issue or the three banks 

bas increased from $427, 000,000 to $708, 000,000 as of Karch 7, 

19.36, an increase of about $281,000,000. This increase i s partl:y 

in exchange for about $148,000,000 of silver delivered as aen­

tioned above, and partly in substitution tor notes ot other banks 

retired. The circulation of other banks as of November 3, 1935, 

was approxtmatel:y $240,000,000, of which about $79,000,000 had 

been retired up to February 29 , 1936. 

12. There are attached as Annexes II and III statements 

showing the details of note issues, and reserves of The Central 

Bank of China, the Bank of China , and the Bank of Communications, 

as of February 29, 1936; and also showing the position of note 

issues of other banks. 

13. Since November 3, 1935, exchange stability has been 

maintained 1D spite of several speculative attacks . llatntenance 

of this stability has been materially aided b:y the transactioo 

of November for sale of 50, 000,000 ounces of silver, which has 

greatly strengthened the currency reserves providing reserves 

equivalent to about $100,000,000, Chinese currency. 

14. The note circulation was as follows as of Pebruar:y 

29, 1936: 
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Central Bank of China, 
Bank of Cllina, and 
Bank of Communications 

Others (1) 

Total 

$700,046,382.42 

161.078.468.20 

1861.124. 850.62 

Percent 

81 

~ 

100 

15. The note issues of the tllree Governaent banks were 

secured as of February 29, 1936 , by gold, silver and foreign 

exchange to the extent of about two-thirds, as follows: 

Tots~ not e issue 

Silver 
Gold 
Foreign exchange 

Total 

Amount 

$700,046,382 . 42 

$315,469,453 -76 
35, 986,518.76 

112.267.189.50 

$463 I 723 ,162,02 

Percentage of 
reserves to 
note issue 

45 .1 
5.1 

16.0 

66.2 

16. In the case of note issue of other than the tllree 

banks , no cash reserves were held other than silver and bank de­

posits within China. The total amount of silver stocks held by 

the three banks as reported to the Currency Reserve Board as of 

February 29, 1936, was $364, 044,089 . 26. This figure includes the 

silver holdings of the three banks against their note issues 

(i.e., the above $315,469,453 . 76) . The difference of about 

$49,000,000 ma7 be taken to represent approximately the reserves 

of silver held in respect of the notes still in circulation of 

other banks. 

(1) Including figures for the Farmers' Bank as of •arch 4, 1936 . 
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17 . Thus , in relation to total note issue of about 

$861, 000, 000, tota~ reserves of silver, gold and foreign ex­

cbs.nge were about $512 , 000,000 or approx1mate:cy 6():C. Silver 

holdings (about $364,000, 000) were 71~ or total note issue re­

serves , and total gold and foreign exchange (about $148, 000, 000) 

were 2Q:C. The distributi on as between gold and s i lver may be 

contrasted with that of the American currency reserves, which 

are under s tood to consist of something over 8Q:C in gold and less 

tbsn 29~ 1n silver (monetary value) • 

18. The Chinese Goverlllllent bas a vital interest in the 

future of silver, not only by reason or the amount of $369, 000, -

000 or si l ver reserves held under the CUrrency Reserve Board, 

which amount is steadily increasing, but also because si lver 

constitutes a principal asset upon Which the Government must 

re:cy for the purpose of defending the stab111 ty of its currency. 

The Government's policy as to exchange 

Ar ticle 6 of the decree of November 3, 

is stated 
(1) 

1935: 

as follows in 

•For the purpose of' keeping the exchange value of 
t he Chinese dollar stable at its present level, The 
Central Bank of China, The Bank of China and The 
Bank of COIIIDIUllications shall buy and sell foreign 
exchange in ~1m1ted quantities. • 

19. In carrying out this policy the Government must re:cy 

on holdings of gold and foreign exchange. So far the three Govern­

ment banks have been able to meet all calls. But 1! for aD7 reason 

a demand for foreign currency ahould arise which would exhaust the 

r eserves of foreign exchanKe and gold, the silver portion or the 

(1) See Annex IV, "The Be• Konetary Polley or China •, containin& 
the text of recent currency •easures. 
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reserves would not be of assistance in support1.ng the exchange un­

less it could be converted into foreign currency. 

20 . In view of th.h situation it can r eadUy be apprecia­

ted that under existing condi tions the Chinese GovermEilt would 

be seriously affected in the event of a fall in the world pri ce 

of silver below approximately 05$0.40 per fine ounce. which cor ­

responds with the parity of the Chinese silver dollar. Should 

silver approach close to that level, lack of confidence in the 

Chinese currency would immediately develop in China , since this 

condition would involve the depreciation of the value of the 

principal element which backs the currency. A flight of capital 

would tend to ensue . There would also be heavy speculative buy­

ing of foreign currencies, particularly for forward delivery, 

which the governmental authoriti es would not b~ able effectively 

to control 1n view of the existence of the foreign settlE!IIIents 

and ~essians, and in view of t he extra-territorial privileges 

of the foreign financial 1nst itutioos and forei gn nationals Wbo 

are not subJect to Chinese author ity . 

21 . now that China for the first time i n its history 

bas achieved exchange atabllity 1 and at a level wbJ.cb 1s deemed 

to be in keeping with the requirements of its economic s ituation , 

the Chinese Government i s extremely anxJ.ous that tbis stability 

shall be maintained . If i n future an internati ooal understandJ.ng 

for currency stabilization is reached, China would be glad to 

cooperate, and to maintain a monetary system 1n harmony therewith. 

As a holder of silver, however, China would favor in princi ple an 

international acreement mereby silver would be given a definite 
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status as pr111ar7 •oney such as 1101114 pe~it 1t being t.ported 

and exported at t1•es when 1nternat101lal bullion 110vea•ts are 

necessary. 
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Shanghai Office 
lllliiSTRY OF Fl liMICE 

15 The Bund 

Enclosur e 

169 

March 9 , 1936. 

The financial posi tion of tbe Chinese Goyerument 

1 . In connection with the monetary reform adopted 

lllovember 3, l s;:t.5, the Government adopted a program of balancing 

i the budget in 18 months . Such a program was deemed essential 

1n order t o avoid jeopardizing the currency through inflation 

resulting from continued borrowing, especially from the banks . 

In carrying out that program, however , the Government has been 

meeting with serious dif ficulti es because of falling revenues , 

particularly customs , and the impossibili ty under e~isting con­

I ditions of materially reducing expenditure . 

2. The following statement compares net total revenues 

during the past five years (figures 1n millions of 

dollars) , as repor ted by the Accounts Department of the Ministry of 

Net total pay- Net total rev-
ments (e~clud, enue (excluding Percentage 

ing cash bal- net proceeds Deficit of deficit 

ances at end f r om borrowing) to payments 

of year) (1) (1) (1) 

1931 774 557 217 28.0 

32 749 619 130 17.4 

33 699 613 86 12. 2 

34 836 689 147 17. 6 

35 941 745 196 20 .8 

(1) The figures slMnm 1n ~s t abl e differ tro• those ginn 1n 
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3 . The financial results of the fiscal year 1934-35 are 

det ail 1n Annex 1 . The following is a summary: 

(Millions of dollars) 

Revenue: 

Customs 
Salt 
Consolida ted taxes 
Tobacco and wine taxes 
Government enterprise receipts 

(largely from railways} 
Other 

Total 

Payments: 

Party and civil exeenses 
Kilitary expenses {including $58,000, 000 
representing cost of military payments 
for previous years) 

Government subscription of 
bank capital (net) 

Loan service (including foreign 
loans and indemnities1 $93,000, 000; 
domestic loans (net) • 139, 000, 000; 

353 
167 
105 
11 

61 
48 

237 

388 

74 

237 

745 

and debt readjustment fund $5,000,000) 
!let additions to reserve and suspense items-"'------

Total 

4. Calculation of deficit . 

Gross payments 
Revenues 

Gross deficit 
Adjustment for 
capital items 

Net operating deficit 

941 

$940, 928, 456 .11 
744. 922. 042. 20 

196, 006, 413 . 91 

73. 500. 000, 00 

$122,506,413 . 91 

published reports of the Ministry of Finance, 1n that the Department 
of Accounts has now adopted the practice heretofore followed by the 
Directorate General of Budget, Accounts and Statistics in showing 
costs of revenue collection under payments to the 111n1stry of Finance 
instead of as a deduction fro• revenue . Bence the figures for 1931-
34 have been revised on this basis. 
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5. The above-mentioned "Adjustment for capital items, 

the net amount of additional funds provided by the 

for subscription of bank capital in order to meet the 

conditions which existed during a large part of the last 

year . 
6 . During the current fiscal year 1935-36 the deficit has 

at a higher rate than in 1934-35, and according to preliminary 

·~•r••s was about $146,000,000 for the six months ended December 31, 

The increased deficit resulted from various causes . 

7. There has been a material decrease of customs revenue 

the last eight or nine months . This is due to various conditions: 

disturbed international situation which discourages import com­

mitments ; Wholesale smuggling by Japanese and Koreans in North China; 

reduced purchasing power of the agricultural population due to serious 

floods and so-called communism; over-stlmulation of imports in the 

first half of last year as a result of hi~h exchange and because 

thought a higher tariff likely to be introduced; and 

lessening of imports due to lower exchange. 
a. Besides there have been heavy emergency expenditures . 

the Yellow and Ran Rivers bas been very severe, and 

rise to large outlay for relief and rehabilitation. The 

continued low ebb of economic activity has necessitated continued 

aid to banks and industrial enterprises. Also there has been need 

to render aid to provincial and local governments . 
9 . Large military expenditures have been inescapable for 

tb~ purpose of coping with the incursions of the so-called comaunist 

forces into the Northwest and the Southwest . Koreover the Government 

bas bad to increase its outlay for preparations for national defence. 
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10. Under existi ng difficult conditi ons, the GoYernaPnt 

obliged to rely extensively upon borro1r.Lng in the domestic 

obtainable . Since investors in China have 

been accustomed to long-term obligations, the usual term or 

bonds was short, and most domestic bond issues have provi ded 

repayment of principal at the r ate of at least 10% in the first 

year, with complete retirement over five to ten years . A large part 

of the internal debt was issued with provision for monthly repayment 

principal along with interest . 

11 . There has been a heavy burden each year for repayment 

principal of domestic obligations , partly due to the above-men­

tioned system of internal borrowing, and also because of the relatively 

large payments for retirement of foreign loans . The following table 

shows amounts paid during the last five years for debt retirement, (l) 

compared with the amount of deficit (figures 1n millions of dollars) : 

Year ending 
JunO 30 

1~1 
32 
33 
3 4 
35 

Total 

Approximate amount 
of debt retired 

150 
160 
100 
115 
125 

Deficit 

217 
130 

86 
147 
196 
776 

These figures do not include amorti zation of Boxer indemnity payments, 

other than t hose etrected for service of loans secured thereon. 

12. It i s thus apparent that the GoYernment in effect has 

borrowed largely to retire old debt. This has been a costly process, 

because the new bonds must be disposed of at a discount and involve 

relatively high interest cost . Furthermore the new bonds haYe been 

short term obligations, with heaYJ payments in the next f ew years. 
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has involved progressivel y incr easing the extent to which essen­

current revenues are pledged for debt service . 

13. In February, 1932, conditions were so disorganized u,y 

Shanghai that i t became necessary to ar range with the 

'bondl1olldE1rs for a reorganization of the internal debt, which reduced 

rates to a flat 6~ per annum, as com~ared with previous rates 

high as 9.~ per annum (8 per mille per month) on some loans , and 

:spread principal payments over a longer period . This measure saved the 

Government about $100, 000, 000 yearly, and this saving together with the 

strict limitation of payments to actual receipts made it possible to 

stabilize the national finances during most of the calendar year 1932. 

This s t abilization however does not appear 1n the tahle on page 1 above, 

which is according to fiscal years . 

14. From the beginning of 1933 however it became impossible 

to maint a i n the strict curtailment of payments . First came the 

Japanese occupation of Shannhaikwan, shortly followed u,y the invasion 

and seizure of Jehol and the overrunning of the greater part of the 

area from Tientsin and Peiping to the Great Wall . This fighting , 

which covered most of the latter half of the fiscal year 1932-33, 

necessitated l arge expenditures. There was also the cost of giving 

much needed reltef to the refugees of the war zone, and of disbanding 

and r eor ganizing various military uni ts in Nor th China . In the autumn 

of 1933 came the disastrous Yellow River flood, followed by the Fukien 

rebel l ion, which was suppressed in January , 1934. 

15 . Although in 1932 and most of 1933 the Government was 

able to avoi d f r esh loan i ssues, cir cumst ances again made i t necessary 

by the fall of 1933 t or the Government again to pledge i ts r evenues 

tor necessary lo&DI. These loans carried with them relatively hi gh 
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11 oaym•~·ts for retirement, so that the debt structure at the beginni ng 

1936 was again in a most unsatisfactory position owing to heavy 

payments due in the next few years for retiring internal debt. In 

the si~ years beginning with 1936 about $1, 000, 000,000 of internal 

debt issues, or about 71~ of total internal issues, were due to be 

retired, or an average of about $170, 000,000 annually . Moreover pay­

on e~ternal obligations remained heavy. The schedule of the 

indemnity provided for increased payments beginning in 1932 

and continuing a t a relatively high figure through 1940. Also the 

schedule of the American flood relief and cotton and wheat loans 

requir es that repayment of the principal of over US $20, 000, 000 out­

standi ng be completed by the l a tter part or 1937. 

16 . In January, 1936, the Government and the Bondholders ' 

Associ at i on agreed upon the terms or a reorganization of the internal 

debt , to be effective February 1, 1936. This reorganization included 

all the outstanding internal bond issues of the National Government 

excepting six which were affected by special conditions and were l ess 

than 1~ or the total. Altogether 33 issues were consolidated into 

five series of bonds running r espectively tor 12, 15, 18, 21 and 24 

years . The total amount of new bonds was $1, 460, 000, 000. In addition 

the Government authorized a Recovery Loan of $340, 000, 000 issuance ot 

which is expect~ to be spr ead OYer one or two years . 

17. This consolidati on, while leaving interest rates un­

changed at 6%, mat erially reduced the principal payments in the next 

f ew years . Over the next five years it will save about $85, 000,000 

yearly, as compared with payments due under the old schedules of the 

loans now consoli dat ed . Thus the conTersion oper ation aaterially 

strengthens tbe financi al pos i t i on of tbe Government. 
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18 . The necessity to incur heayY pa1J11ents for military 175 

bas been the most serious financial problem confronting t he 

11u.omu. Government . Military expenditures over the l ast few years 

followst 

Percentage of (1) 

1931 $312,000,000 40. 2 
32 304, 000,000 

~~} 
40 . 6 

33 321,000,000 45 . 9 
34 373, 000,000 44. 6 
35 388 ,000,000 41... 2 

19 . China is not a militaristic nation, i ts people having 

been disposed toward adjustment of disputes without employing 

The Government however bas been obliged to incur large military 

~~~1iitures both for maintenance of i nternal order and as a preparation 

national defence . 

20 . Besides the heavy outlay r equired to support t he troops 

regularly engaged i n the anti-communist and bandit suppress ion campaigns, 

the Government has been obliged to appropriate $5, 500,000 monthly as 

It is also to be noted that the increased figure 

or payments over the past two or three years results in part from 

inclusion of figures for payments (and also r ecei pts) for areas for 

which returns were not previously available , and from transfer t o the 

accounts of the Ministry of Finance of certain military expenditures 

or sn inter-departmenta l character . A1so military expenditures 

include items for road building , rural rehabilitation and other pa1111ents 

for reconstructioh. But even after allowing tor the foregoing , military 
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u·penditures remain at a high level . 

Se~ footnote on page 1 . 

(2) Including payments made 
149,000,000 in 1931-32; 
$46,000,000 in 1933- 34J 

in prior years amounting to 
$59,000, 000 in 1932-33; 
and $58, 000, 000 in 1Jl34-35 . 

17S 

21. The problem of large military expendit ures tor internal 

~poses was inherited by the National Government . The Government 

earnestly desires to reduce such expend! tures and is reorganizing and 

reducing the numbers of superfluous troops as r apidly as circumstances 

permit; but if troops are merely disbanded without provision being 

absorption into productive work, they are likely to 

drift into banditry or communistic activities . The great necessity 

is to put in effect the Government ' s plans of economic reconstruction, 

thus empl oyi ng l arge bodies of laborers on such ,projects as wat er 

conservancy and land reclamation, etc . These projects would not only 

absorb this surpl us labor power but would also increase the productirlty 

ot the country and afford increased opportunity f or gainful occupation 

of the people . Moreover, such a program of economic development would 

promote internal stab111 ty and doubtless lessen the necessity for 

subsidies t o provincial and local authorities . 

22. Under existing conditions it i s obviously impossible to 

reduce payments tor national defence. 

23. In the past seven or eight years the National Govern­

ment has made material progress in developing sources of revenue , 

through levy of higher customs duties under the regime ot tari ff 

autonoli1Y, through rehabilitation and improvement of the Salt Revenue 
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1~stration, and through deYelopment under the Internal ReYenue 

A~stration of the system of consolidated taxes , The following 

Uble shows the increase of revenue from these sources by years 

(figures i n millions of dollars) : 

Fiscal year Consolidated 
J.nded June 30 Customs Salt t axes Tota l 

1929 179 30 30 (1) 239 (1 ) 
30 276 122 41 439 
31 313 l50 53 516 

32 370 144 89 603 
33 326 1 58 80 584 
34 352 177 105 834 

35 353 167 105 625 

24. Unfortunately these revenue increases have been 

largely offset by various adverse developments . The seizure of 

~churia, which was a fruitful source of revenue, occurred during 

1931-32, and no provision what ever has been made for payments out of 

~churian customs and salt revenues in r espect of the obligations of 

China secured in part thereon . Moreover, the f orcible separation of 

Manchuri a and the establishment of trade barriers has been a very 

severe blow to the trade and industry of the rest of China, and 

consequently to Government revenue, since economic intercourse with the 

~ortheastern provinces was highly developed and ~tually profitable . 

25. Also heavy costs have been incurred in putting down 

subversive movements, nctnbly the serious civil wars of 1929-31, and 

in t he subsequent anti- communist campaigns . In addition it has been 

necessary to make large outlays to contend with unusually severe 

natural calamities - the flood of 1931 alone entailing expenditures 

or about t7o,ooo,ooo, 1116terially impairing public r l!venues as a r esult 
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or entailing property losses estimated at $2,ooo,ooo,ooo (incl uding 

crops valued at $900,000, 000) • lllore recently the gr owth of r evenues 

bas been affected by the cumulative effects of the deepening depression. 

In turn, heavy emergency expenditures have been necessitated by the 

depression . 

(1) Including Kerosene tax now collected by the customs. 

26 . It should be mentioned that part of the increase in 

the figures shown in the above table r esulted from the progress made 

in bringing under t he administrative control of the Uinistry of 

Fin~ce the revenue collections of various regions . This process 

however also entailed responsibi.lity for expenditures 1n amounts 

somewhat corresponding to the revenues brought under control. 

27. Under existing difficult conditions there remains a 

substantial deficit . Were the r a te of deficit i ndica ted by preliminary 

figures for the s ix months ended December 31, 1935, to continue through 

the curr ent fiscal year, the annual deficit would be about $290, 000,000. 

However, the loan consolidati on effected February 1 , 1936, makes 

possi ble savings at the rate of approximately $85, 000, 000 yearly. Also 

it is expected that customs revenue will increase from the abnormally 

low figures of last summer. Therefore, the present deficit may be 

taken to be approximately $150 1 000 1 000 to $1751 000,000 yearly. 

28 . In the absence of unpredictable developments , however, 

the reform of the monetary and banking syst em of tlovember 3 , 1935, which 

is being further developed, is expected to stimulate economic activi t y 

so that revenues wi ll incr ease . Also i t is hoped that the need for 
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extraordinary expend! ture can be reduced so that the finances can 

gradually be stabilized. 

29. A su.mary or the position ot the national debt is 

as Annex II. 

17S 
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CORYEFJ!I91:.J!! THP: CAJIAD!JJ LIC!!QR §ITUATIOJ! 
Tbursd~y. April 9 , 1936 

There were present in the Sect-etary1a office, in addition to tba 

Seer~tary, Jlr, llcR87J1olds, llr. Tqlor, llr. Gaeton, llr. Frank, llr. llaua, 

11r. Green snd llr. Grana . The cont'erenee opened shortly after ll. JO A .II . 

lit- . Graves banded to the Secretary e memorandum entitled •Basis 

for Acceptance by the Treasury of the Proposals Made by Secretary Hull 

at the Conference with SecretLr;v l.!orgentbau on Tueeclq, AprU 7, Regard­

in& the Canadian Die tillery Caaea• , and expl.&ined that the 1111110rsndua bad 

the •1-proval of Jlr , Oliphant snd lliaelf. After an explanation of the 

aeanine of the tems b7 llr. Graves the Secretary inquired wbo would rep­

rea ant the Treasury in negotiations with the Cllnndians , stating that be 

hi.aeelf ..ould not meet thea. llr. Graves rsplied that the question te to 

wbo would represent the Treasury had not been aone into. Upon the Secre­

tary' a ctueation all persona present with the exception of llr. Tll1lor 

ateted thd the7 cmcurred in the propoaela contained in the aaorandua. 

lolr . Taylor, however, raised an objection to Point 5 in the melllorandua 

e~;ving thet it ~ould not be right to push thie unusual legislation aiaplT 

becuusa one Canadian coapany held out against eettltlllent. It wee pointed 

out ey the Secretary u well aa b7 others tbet anr other plan would be a­

fair to those distillers ,.bo settled; that otberrlae there would be an in­

centive toward retraining froa settleaent; Uld that those who settled 11M 

nothing to lose b7 the paaeege of the legielatiOD· 
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llr. Gravoa pointed out that the proposals c~nta1ned in the 81!110-

randua were subatanti~ thoae aade by Secretary Hull, with the quallti­

cation thet we would under no cir<:uaatances enter into a discussion of 

the •~rita or facts or law of our cases. Be pointed out upon the Secre­

tary' s question as to whet the procedure •ould be that we would ~~eet the 

diat.illers separate~ and • auld state to i.h.- what our claiaa were and 

eak thom whet proposition they bad to make with regard to ~ant. Be 

pointed out that presuaa~ the:y would offer 4 figure that we .tght re­

ject l'll being inadequate, and probab~ no aettl-nt would be arriTed 

at since the Canadians would make no proposal which ... ould be satisfactor:y 

to us . We would then proceed to a discussion w1 th thea of Paragraph ) , 

n8ll8l:y, submi.eeion to the juricdietion and pro?iding securi1;T. Should we 

find ourselves unable to cOM to a satiefactor:y agree111ent upon t hat sub­

ject we would then be free to proceed with the lepslation. 

The Secretary stated his personal news on the subject, sole~ 

for the purposes of the present discussion. Be &liked the law:yers present 

(excusing llr. Grana fl'OII answering) wl1;r Canada had been chocen for this 

specinl t:-eatment1 why we we1·e not cleening up cas es agoinet our own citi­

&ena, truch u the Corn Products Refining Co. , who sold corn I!Ug&r to boot­

leggera, the do110atic 11411ufacturers of stills, local bootleggers, etc. , 

or the actual importers of the liquor awggled. Be asked why we were not 

proceeding also ap.inst citl aeoe or other countries who had bHn guil1;T 
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of ' be 68M acu, auch £.11 the Br1t1ab or Cube.na . lie refetted to JIT. 

Daua' atud:r which allowed BTi t.iah d01al.nat.1oo of the l.iqUOT Ueld and 

which bad been in n sate for two :rean. Be recalled how be bad stated 

upon hill aecec111on to office thnt be would atop a~~Uggling ru1d boot~gging 

or re111gn, and said that apart from aome ineo~e tax eoaes there wall no 

evidence t.bat the Treaeur:r was purauing these other persons who were 

equall)' l.il<bl.e for act.& done during Prohibition. 

Be stated that we were diacriainat.ing against CaJlRd• because it 

ae.-1 ea11ier to go erter Canada, aDd c~ attentioa to the t act. that 

Canllda ha4 given up IIUCh revenue b;r the 1.930 Expert !ct in an attempt to 

aid us in sol.vl.ng the Prohibition problea. 

In repl.:r to the foregoing statements b;r t.hn Secretnr:r it wrus pointed 

out in dii!CuslliOil, ohief'1.7 b;r liT. Frnnk and llr. JO.aus, that these invoati­

gationo bcgnn as a resul. t or the Reifel. CaJJe which the Secret.orr bad 

initi&.t.ed; that represent.2t1vea or the Canlldinn dist1111ng interests, feel­

ing t.Muel.na gUll.t;r, bad c011e to the Tra.~mll'Y Depe.....t,aent and asked for 

t. aettl.uslt of the claims againSt thea aDd thnt the TreMUr1 bad replied 

tbet untU the facta were innstigated no aettl1111811t 1IOUl.d be diaCUSI!ed• 

The inveatigat1ona nre undertelten wi tb a view to ascertaining wbat tba 

Uabillt:r of these canadians was. It was pointed out tha.t. it bad t.akea 

about eighteen 11100t.be to acctuire the pra~eat inforuti<>!l rltb regard to 

the Uabillt:r of the Canadians , and turther , thnt w~ '&'e bellevod we 

bad cuee agaw t Br1t1Bh, Cuban, aDd otb8r int.ereat.a, it bad taken all 

,. 
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ot t ho tille ot the present investigators to pertect, eo tar as the;r bave 

perfected thea, the ceses against these Canadians which were much .ora 

eu;r to prove tbAD the other cases, and thet the iaportera could not be 

found or bad no asseta . It waa alao pointed out that cases were pe!!I!Snc 

in the Department ot Juatice against industrial ucobol. coorpe.nies tor 

diversion ot indUBtrial alcohol during the Prohibition years and that 

othor investig11tions wero pending in tha Dope.rtmcnt of Justice, and tbo.t 

in man;r such cases it was difficult to get the necessar;r proof. It wu 

further pointed out that the t act that we aigbt ben cases against other 

people would not justify us in giving up the cues against the CanadiUl.B. 

llr. !O.Aua pointed out, in 8D61fer to the 19JO Export Act. ar£11110Dt 

of the C.inrulians , IMiltiooed by the Secretary, that tbe;r f't-equent]3" broucht 

tbio circumstance up 11.11 a reaaoo for favors from ua end tbet in t act the 

CanadiM Govel'IUIII!Ut bad lost nothine aa a result or the 1930 Export Act. 

Be referred to the tact that a large bod;r ot public op1niao cOIIpOlled 

the Canadian Governant to adopt the l9JO Export J.ctJ that Canadian opin­

iCXI bad revolted against the comrl:nmce ot tbe Canadian Go"rertlllllllt in tbe 

smuggling of liquor across the Detroit River in order that the Canl\dian 

Gonnu~ent might obtain $7. 00 a galloo 011 tbet liquor; tbet the drawback 

ayatea ot $7. 00 per ca11m bad giveo risa to e...U. in Caned• that brOIICbt 

about e pressure ot public opinioo in taTor ot the abolitioo of tbe draw­

'bltck e;rsteaJ that tba Can..Sian GovenuMIIlt a1gbt baYe saved tbe $7. 00 per 

4· 
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GOYernt11!tlt, COIIIprOlllilling with the cU.11tiller11, chose to keep the drawback 

qatea end at the sue tiae keep the bootleg liquor industry ("hich llight 

otherwise han IIOYed to other places, 1111ch u St. Pierre, etc.) eo tbat 

while it no lcmger collected $7. 00 per gallon on liquor 11hipped acroaa 

13S 

t be Detroit River into the United States it got the equivalent ($15, 000, 000 

por yo=, as was admitted by the Canad111n Charge d1Artaires recentl,y) in 

t.be form of incozoe taxes from the Cansd1an bootleg liquor industr,-. 

Be and Jlr. Gaston pointed out further that there was no legiU..te 

Canndian liquor industry tod.q ucept tor auch a.U llqnor canmzmption 

u there v.us in Cannda, that tho atf'illntionll with Cannda on the port or 

t be distillers were aolel,y technical; that all their business was 1n t he 

United States except tor the whisk;)r stoclul which remained in C11n~ and 

which the ctistUlere propoced to bring over into the United States, and 

t hat the corporatiCIUI inYOl'Yed had, largel,y, AlleriCSD stockhaltlera. 

Jlr . Illtua turther pointed out that the political repercuasiooa 

1n dropping the legislotioo migbt be embarra.aaing. Be referred to tbe 

fact thn.t sll durin& Prohibition these Cana.di!Ul8 had avoided prooecution 

by staying out or the United Sta~; that the B1r11111 Walker people , tor 

eDIIple, bad be«< indicted in Burtalo and later, while tbia ldwlnbt.ra.­

tion ns 1n powu and RepNl bad c~, the B1raa Walker people bad their 
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indictoenta nolle proaced in order to enable them to open the biggest 

divtillery in the 'IIOrld in tbe United Stat~s and to enter into bu.aineu 

bere. Should we drop this legislation and penoit theee Collsdiana to do 

buainess here with iapunity the political repercuuioru~ llight therefore 

be obviows}J' "er'T eabarrusing. 

At the Secretary' s request Mr. Green cave ttaurea aa to our claias 

to date agairult the tour principal companiee. 

The Secretsr:T s tated tbat while he peraoneJ.lT was not perticular}J' 

arouaed by these caaea he wculd in his conferences across the street fi&ht 

tor the position we had taken. It sas pointed out especial.lT by Mr. Gas­

tul , t!nd the Secretsr:T agreed, that it wu too late tor na to bo.ck down. 

The Secretory requested thet prior to tbe conference tomorrow Mr. 

Gra"res should confer with Mr. Rickerson cf the State Department on the 

IIUbject or our propoaala to see whether tbe utter could not be i.rCiled 

out with Mr. Rickerson prior to tbe conference tollorrow. B.e also apprond 

olenrq the propoaala with the Depe.rtllent ot Juntice. 

At tbe end of tbe conference Mr. Grana referred to the excellent 

Coo9('ration which the St"te Department baa given in the matter ot a cer­

tain ship carrying alcohol troa Antwerp which wu expected soao to arrin 

in the United states, and suggested thet the Secretary llight in the con­

terence tooootxow refer to thie excellent cooperati<ID. The Secretary 

screed and auggested thet a letter aight be rea4 which he llight baDd to 

6. 
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the Stnte Department on that subj ect , However, Jlr , Graves pointed out 

th&t to sand such a letter at the present tt.e would be premature and 

thr't i t might better be delayed unt.il the ca .. bad developed 110re ~· 

Tbe Secret: :rT asked bow mcb or these ol&iaa arose before mid 

bow CILICb after 1930. To thie Jlr, Green and Jlr . neue replied that 110at 

ot the Seagraa cla.1a wu atter 1930 whUe 110at of the Walker cleia wu 

bei'oro 1930. 

At the end llr. J(laua gave to the Secret&r7 a IIIEIIDOrandWI givizl& the 

gencrnl background, eapecial.l.7 rltb regerd to tho 1930 !xpot t Act; he 

stated that Jlr, Oliphant bad suggested that the IDPOrand1Dl be ginn to 

the Secret&r7o 

7. 
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I called in Graves to-day and told him that I do not 
want to l eave a stone unturned when the Canadians come down to 
make a success of this liquor situation and that I am a great 
deal more interested in being successful than I am in the 
legi slati on. I said, "the responsibility is entirely yours 
as f ar as the Treasury is concerned" . Graves promised and 
sai d he understood exactly what I wanted. 
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April 10, 1936. 

llr. Grana reported to the Secreta.r, the results or the al'ter­

noon' e conferences with the State De~ent and the Depa.rt;cent or 

J ustice with regard to the proposed arrangeaent for eettl•ent or 

t he Canadian distillery eases, as discussed at tbe conference in the 

Secretary' s office at 11 o' clock in tha morning or the same day. 

Be advised the Secretary that be bad aubai tted the •e~~oraodUII 

outli.ning the proposed aettl-t to llr. Rickerson, wbo subsequently 

cont.rred about the matter with Under Secretary Ph1llipa, !aaietant 

Secretary lloore, and llr. HackwOrth. Be said that llr. Rickerson, at 

the close of the day, had informed him that, except for two details , 

the suggested progrp traa apparently s atisfactory to the State Depert.-

ment. 

Tha details werea firat, the Stata Departaant believed that the 

Treasury abould e.gree , in diacloaing the aaount or ita cla iu acainat 

tha comp61lies, to state at least the quantity of liquor involved and 

the baaia for calculation of the claill in each case; aDd, second, the 

State Department felt tllli.t the proposed requiruent that the repre­

aentaUne at the cc.peniea be •ponred I diataly to bind their 

principala -.a liDDeceeaarily reetrictin. They felt that it would 

190 

be adequate aiaply t.o require rat1t1caUoa of uy tentatin acr••ent 

reacbed by the Treasury and tbe representatina of tbe coapaniu within 

a reaeOD&'ble period, aq ten aqe, but DOt runn1n& beJOnd the •OTer-ell• 
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llr. GraYea ad'Viaed tho Secretal')' that the f1rat of these pointe 

'llould neceaaarll;y bevo to be decided by llr. Olipbant • a ottice 1 perbapa 

with the concurro"CCa of tbe Attorne7 General. To this llr. •oraentlllu 

agreed. 

Ae to tbe aecood or tbeae points , llr. Gra"Vea indicated tb&t be 

felt tbat tbe .. uggeation lll&de by tbe State Departaent was reasonable 

in principle and abould be acceded to by tbe TroaS\Il'}'. llr. lloraentbau 

likewise agreed to tbia, 

llr. Graves advised the Secretary tbat llr. Frank bad spent con­

siderable time at the Department ot Justice in conference with llr. 

llc!Uhon, Assistant .lttorneJ General in cbarae ot the Cr1•1nal l>irilion, 

and lleaara. Parrish and JUetar, and tbat ba reported tbat tbe I>epart­

llent of Justice, through these o!'riciala, bad indicated its complete 

approYal o£ tbe plen now UDder consideration. 

llr. llorgentbau raised tbe question wbetber it would not be &dna­

able and necess.&r)' tor tbe Attorn07 General to participate in u:r 

further conferences bad w1 th tbe State I>epart.ent, and to abere tbe 

reaponaibili~ for an7 conclusions which aiaht be reached in such 

conferences. He atronal7 indicated bis unwillinanesa to proceed 

further un1eaa tbia could bo arranaed. 

llr. Grafts ad'Vieed bia tbet the I>epertiMDt of Justice was quite 

u INCh interested in tbe pruposecl legiolatiOD end in tbe nlti.Mte 

aattl-t ot the oaaea tbeuelns sa tbe tr.8UZ7 De~nt, 8Jid 

stated tbat he 11114eutood tbat tbe Attorne7 General, or e-e 

repreaeat.UI& bia, wu on r ecord u barln& uraed the State DepartMilt 

l Sol 
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to qrM to tbe pelldtn& lagialation. Ba &aid tbat he felt there would 

be no dif'ficul ty in hrincing about tbe 41TaDC ... nt desired by the Seore­

tan. 

At this po1Dt, ll.r. llorgenthau telepboned llr. Ollphe.Dt aDd wtructed 

bia to cootact .tttorna1 Ganaral Cu..!Dgs perSODallJ, with a naw to aecur­

iDC tba appro't'al of the proposed prograa 1D principle, and with a new 

also to arrang1Dg tbat a representat1Te or the Attorney General abould 

be present at further conferences with the State Dapertaent. {PurSU&Dt 

to t his iDatruction, llr. Ollpb&Dt later 1D the .... &DiD&_t about 7 . 00 p.a.­

talapboned AttornaJ General C•-1ngs, who 1e ulldaratood to han adrtaed 

llr. Oliphant the t Aeaie tent At torne1 Get~eral llcllahon would be iDet.ructed 

to be present at the conference to be beld the next daJ, April 10, at 

the State Department to consider the proposed progru. ) 

Jlr. llorgentbeu also mentioned to ll.r. Olipbant 1D his telephone con­

Teraation the two pointe reserved by the State Departaent u ahoYa d ... 

acr1hed, and &drlaed llr. Ollphe..nt of his new• thereon aa &hoYe 1Dd1eated. 

Jlr. llorgentbeu &drtaed Jlr. Graves that it na hie deel.re tbet, followiDc 

the aettl-t of tbe C&Dadi&n distillery eaaaa, the Departaant lll&ka liD 

further effort to explore Tiolationa aueh aa are involved in thoaa caeaa 

with respect to &111 other proepectin detendllllta , but sllould instead con­

cantrata ita entire •arci•• upon & 801'& etfici•t antor-t of the 

lawa with respect to praMDt~ rtolatiOIUI . 
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1. Subject to the coDdit1ona propoaed 'b7 Secretaey Bull, the 

~ DepartlleDt will aaree to & deJ.aJ' DOt eJICMcJlftC 011A -th 

in tbe pelldi.Dg legial&tion, during which the tollowing atepe will 

be taken with a Yiew to ob914ting the neceaait7 tor the legialation, 

1! poelible. 

2, Tba Trea8UrJ will reca1Ta rapreaantatina o! the CanadS.n 

c011penies ind1:rid~ and undertake to arr1Ta at a aetistacto17 
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.. ttlnent ot ita clat•a egainat ~. subject to tba coDdition that 

tbe Traa8Ur7 will etata the POWlt, as at preaeot calculated, of ita 

cla111 again&t each CCIIpaD;y but will not be required either to dis· 

oloae particulara of the claJ.a or to d18Cllaa the facta or law 1upport. 

iDe it. 

) . In tbe ennt ot the !allure o~ the parties to scree on a 

aettlDent, they will lDSartake to llllke an &rr&ll&~ which will 

bind tba col'lpaniaa to wbait to tba Juriadiotion o! the 11nited Stataa 

courta eo that the clailla u.y be litigated on their merits, and to 

proTide aatiatacto17 aecuritr tor tba pqMOt or eA7 judpaDta wtdola 

-:r be rendered in taTOr or tbe GoTert~Mnt. 

4. 'l'ba C•ned1ea co.paaiea are to be WorMd tbet eA7 peraou 

dea~ted to repreact tb. in ccmtarnoea with tba Traa111117 .uat 

be taJ.4 .-powered tbllre aDd ~ to b1Jicl tb111r priu41pala with respect 

to tba poiata OOTWed &bono 

s. u ucotiatiou with tbe 00'11"'•' .. carried 011 in aooorduOa 
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with the torecoiJii alloul4 be tru1 tleaa aa to &IQ' ooe ot the tollowiJII 

companies, Dallel1f DiatUlers Corporatio~eacraaa, ~ Wal.Ur­

Gooderbu &Dd llorta, Ccmnolldeted Distillera, &Dd O'Dited DistUlera, 

tbe Treasury De~t will be rr .. to proc...S with the lecialatioa 

&Dd the Stat. De~rtiDent will ldnse t.be appropr1at. eo-tt.teu ot 

Congress t.bat. it. baa no 1'\lrt.her objection thereto. 

6. Before Ulldert.eld.na to carry out tiM plaD bere outlined, the 

Secretary ot St.t. &Dd tbe Seoret.ery ot the Treasury will cODter with 

the C~ ot the Se!lat. PinaDce eo-itt... with a rln to eeouriJii 

the oeoeeeary delq ot the lepelatiODJ &Dd tbe adoption ot tbe plaD 

will be contingent upon aseurueee rro. tbe C~ ot the Co.aitt.ee 

tbat such a dela;y will DOt preTent the enact.Mnt ot tbe lqislation 

at. the present session or Congress should this tinall.y be recolllllended 

b)' the Seeret.ar;y ot the Treaaury. 
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• April 10, 19.)6 • 

Pre-ta 
lor tbe State Rtptrteent.­

S.Creter,. llull 
I'Jider Secreter,. Ph1lllpe 
Aseiatent Secreter,. l oore 
llr. BiclreraOD 
llr. ll&ciDrorth 

Por the treaqry DeJ?artmept­
Secret&r7 Korgenthau 
Assistant Secretary T~lor 
llr. Ollpbut 
llr. Grana 

lor t.bt p.p.rt.Mpt of lustist-­
Aeaist&Dt Attol'D8T General lclallon, 
11r. Parriu 
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llr. Korgentbau precented to llr. Bull tbe statement entitled "BIIaia 

tor Acceptance by tha TreaaUl")' ot the Proposals Made by Secretary Bull 

at tbe Conterence With Secretary lorgeatbeu 011 Tueedq, AprU 7, Jle&ard-

iDe the Caned1an Dietulery Cases,• dated AprU 91 which llr. Bn11 read. 

llr. llull raised a question e.s to the 1IOrd.1ac ot the ti.tth parqraph. 

Be stated tbe.t bo did not !eel tree tc advise tbe Senate F1Mnce Ca.-

llitteo, in the nent or tbe !aUure ot the negotiatiou, that the State 

Departaent bad no objectiOD to the legial&tioll. Be reterred to the 

letter addressed to lr. Whitabr by lqe loon 1111der date ot AprU 29, 

19351 ae clearl7 s tati.Dc the poaitiOD of the State De~ 011 the 

prin.oiple of the proposed legialatiOD, and 1ndicated Ulat be 1IOUl4 

pnter to adhere tc tbet poaitioa. This would .... , be said, at.pl.J' 

tbet the state ;:,.partMD.t 1IOUl4 "liMp ite bellda orr . the aituatica &lid 
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allow tbe Depart.nt (4 .Tuatioa aDd tbe frea111117 Deputaent to baDdJ.a 

tbe qu .. uon before tbe s-te J'ilwlce Oa.ittee. 

llr • •orgenthau eta ted to Secret&J7 Bull b1a xw.soDII tor belieYiDc 

that tbe Attol'!leT Generel abould pe.rtieipate not 01117 in tbe present 

diec~~aeioa but in tbe hture boDd11ng ot tbe cuu alq the ll.Dee ~ 

poled in the ••ora:Ddaa ot April 9. Jlr. •cllabon stated th&t tbe -­

randua met with tba full appronl. (4 the Departaent ot JtUitioa, and 

indicated tbat th&t Department was tully prepared to participate in tbe 

propoaed prograa. 

llr. Jlorgentbau tben atcted to Secrat&r7 lllll.l that hie desire •• 

to han tbe -orandua &IHDded ao aa to indicate tbrougbout tb&t &lilT 

action taken would be the Joint action ot the Department or .Juatioe 

and tbe Treas11r7 Dapert!Dent rather than tbe action or tbe Treasury o ... 

pe.rteent alone • 

.Judge Koore rai10ed a question with reference to pana:raph 2 of 

tbe .-orandua, pointiD& out tbat u thia paracraph DOlt atands i t 

would co.-it the Gonrmleat raeraly to state the uount ot ite 1 D&b41 

claia. Be tel t that the GoYernment llight well go eo ta.r as to disclose 

aleo tbe quanti t:r ot liquor upon which its olaia was based in auy oaaa. 

llr. Ollpbut and Er. X•abon ct.urred to thie euuestioa, and 

pointed out tbat ncb a diaclonra woald be equinleat to a diaclonre 

or tbe tbeoey ot tbe Gcrrex eat's and would be~ to o~H 

the a-t not only in tbe ennt of 11t1&at1on, but also in tbe 

-t 1t sbDuU bee- nece111ar:r to andertaa to proceed with tile lecb­

latiaa. llr. 1a11 alld his uaooiatea coooeded tbeH pointe, and llr. lall 
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atated that ill hie opUiioD this waa a •ttar which olearl)' aboulcl be 

deterllined b)' the Deputa~ent of Justice alld the 'l're&Rl')' Depe.J"ttuut 

u tbe)' tbougbt adrt.abl.e. 

llr. Phillipa JUde the ncceat101l with reterace to paracrapb 4 
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thet tbe pbruJ.Jic wu 11DDeCeaaarU7 reatriotin ill tb&t it appeued to 

coapel emma&! tor the oo•penJ.ea to be prepared to bind their pri.adp&la 

tr0111 the outset of the negot1at1ou b)' the uae ot the worda •there alld 

then. • llr. •orcentbau eta ted to 11r. !lull the Departaent 1 a pv.rpoM 1a 

auggeati.ag thia ~Dt, which waa to preYent 11J17 posaibUit)' ot 

dllatol')' tactice 011 the pert ot tboae wbo eboal4 repreamt the 

coapaniea. Secreta!')' llul1 and llr. Phllllpe readll)' conceded the 

correotDeae ot llr. llorcentb&u 1 a Tiew, alld llr. Phillips wi tlldrew hie 

suggestion. 

llr. Philllpa &lao reiaed a question as to the won1ng of the 

wordll •aauaractol')' eeourit)'" 1A parqnph 3, 8UU•st1Di that thie 

bad prcm!d a stu.bl.iAg block 1.n co11DeCt1on with earlier coutareec" 

with couneel tor the co.peniee. llr. •orcantbau adTieed Secreta!')' lfull 

that eo far as the TreaaUJ')' Departaent was coliCerned, hie purpose would 

be to iapoae no conditione upon the companies which llr. Hull hilleel.t 

would be di.Bpoeecl to recud u 1llld'a1)' bareh, or tbat the ccapuiM 

could 110t td.%'1)' be expected to -t. llr. • ore-thaD weJ1t OD to NT 

that the queat1on ot •eatietactol')' a.aurit)'" would, liD all other 

pointe 1.nvol:nd, naturall)' be 6Ubject to diacueaiOII aDd aplorat1011 

with the 1.ndiTidnal C011pani&e0 aDd would take &CCO'IIIlt of tb&ir re-

apectin ahilltiee to P&1• llr. Jlorc•tb&u acain .-pNa1M6 t 1118 
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purpo1!41 would be to u.b, 1f poaaible, a juet and reasonable MtU-Ilt 

with the coup&Diea. 

llr. llorgenthau atated that be waa optiaistio of a favorable out­

oo.e of tbe negotiations with the co.paniea pronded the State Depart­

aent would gin •ct!aaiasUc .apport• to the position teDD join~ bJ 

tbe Depertllent ot Justice and the 'l'reall\1%')' Depart.ent in this utter. 

lfr. Phllllpa said tat he telt, in rtew of the acreeuut which had 

now been reached UODC the three departments, the State Depart.Mnt 

could gin i ta •entbuiaatic support• to the two aegotiatin& depart­

acta. llr. Hull apob to ta aa::e etfeot. llr. IIQX'(enthau fillall.7 

aall:ed h1a categor1caJ.4 whetber be telt that tha State Departllent 

could gin •entbuaiaaUo support• to the prograa, and llr. Rul.l 

replied& •You will han our hearty support. • 

llr. Hull suaaeated ~- lU!lor correction in p&ra8%'&ph 1-tbe aub­

atituticn or the word •tranaaitted• tor the word •propoeed. • Be -­

phasiaed that the proposals anaeated by h1a a\ the conte.\•ence on 

Tu.aday :aorning .- ill reality not hie proposals lut the propoacla 

caade by llr. WroDC• 

It was agreed at the end tbat the Treasury Department, ill C)OOpel'­

ation with the Departaent ot Justice, would redraft the aeaorandua ot 

April 9 ill the Usbt ot tbe ..arDi.Dg1 s diecu.seion, and u-it tbe 

rertaed aaor&Ddml p~ to the State DeparlM!lt. (lfate• llr. 

Morgenthau aubs&CluentlJ' illstructed llr. Grana to withbold tranlllliaaioo 

ot the rertaed text to the State Departllent untU a clear&JICe could 

be had troa s-tor Barriaoo o.loag the lilles ot pan.craph 6 of tbe 

---.) 
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I t waa ap-Hd that tb. Secretar;y ot State, tha Secretar;y ot tM 

Treasury, &lid tha .lt.to1'1187 General. would eaoh aaperatel:y 110tit7 tha 

Chairllwl ot the Se~~ate FiiWIOe c.,..ittee or the arranc-ta -.de 

and ot the desirab1lit7 ot postponi.D& tM turtber conalderatiOG ot 

B. B. 9185. 

'!'here was SOM discueaion ot the date when the 30-dq per1o4 

mentioned 1n the aemorandua would begin to l'IID· The sucgeatiOG waa 

made that it should run rroa the date or not1t1cat1on b:y the State 

Da~nt ot the Caned1an Govenment. llr. Korgentbau, howeYer, nc­
geated that inaaa~Ch aa notice to the CeNd1ena trUl be tranaaitted 

this week, it ~ht be well tor tbe t1lle to begin to run on Koad&J', 

AprU 1;. Thill was agrMd to. 
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1. Subject to the condittoa.a traDsaittod bJ Secreta%')' Bllll, tbe 

!reaaUl')' Departuat &lid the Depert8ent ot Justice will agree to a del&T 

aot axceecU.nc ooe aonth troa Aprll lJ in tbe pew!1ag legblation, during 

which tbe following atepa will be taken Witb a 'f'iaw to obviAting the 

neceaaity for tbe l egielation, it possible. 

2. The TreaiUl')' Departunt and the Dap&rtNnt of Justice, actinc 

Jointl)', will recain repreaentatina ot the Canadian co:.paniea iDdi'f'idu-

ally &lid undertake to arrhe at a satisfactory settlnent or the GOYem­

aent' a clailDs agt.inat tb•, subject to the condition tbat the two Da-

partments will state the 8.1110unt, as at prosect calculated, or tbe Oovem-

•ent'a claill against each comiJM7 but will not be required either to 

disclose particulars or the claia or to dlacuaa the facts or law support-

1ng it. .. 
J . In the ennt ot the fallure ot tbe parties to agree on a aettl&­

ment, they will undart&lto to malta an arrangement which w1ll bind the 

companies to subait to tbe jurisdiction or the United States courts so 

that the claiaa aay be litigated on their •rita, and to provide aatia­

tactory aecurit)' tor the pe:fMDt of llJI;1 J~ta which sa)' be reDderad 

1n ruor ot the Gon~at. 

4. Tbe CaD&diao c011paoiea are to be 1nto%'1Nd that llJI;1 perecn1 

daailnated to repreaaot tbell in conter•cea with the two Departaentl 
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11111t be tull;y eapowered tbere &Dd the to b1Jid their pril>cipel.a with 

reapect to tbe pointe oonred abon. 

~01 

5. U negotiatloDa witb the companiea carried oo in accordance 

with the foregoing llbould be fruitless u to &IQ" ona of tbe followiJIC 

coap&Diea, -17= Diatulera Corporation-s .. craaa, lliraa Wal.Jtar.. 

Coodarbaa and Worta, Conaolldated Dist.lllara, &Dd lJo.ited Diat.illara, 

the Traaau.ey De~t and the Departaent or J'uatice rlll be free to 

proceed witb the legislation. 

6. Before undertaking to carey out tbe plan hare outlined, tbe 

S.Oreta.ry of St.ate, tbe Secret&r7 of tbe Tr .. au.ey, aDd tbe .tttome)' 

Qceral, will aaparetel;y coDrer with the Chairtoan of the Senate 

l'inuce Co:llllittee with a rlew to securing the neceaaar;y dala;y of the 

lesialation; and the adoption of the plan will be conttnsant upon 

auurences fro• the Cbeinw.n of the Coaittee that auch a dela;y will 

not preYeat the enactatnt of the lesialation at the present .. eaton 

of Congreaa ahould thia f1nally be reca-eDded b)' the Secret&r7 of 

tbe Treaaur;y &Dd tha Attorn&)" General. 

Regraded Unclassified 



Apr11 10, 19~6 

The Secretary met today with t he following to discuss the 
eubJeot of countervaili ng duties : Dr. Viner, Gaston, Haas, 
Taylor , Oliphant, Johnson f r om Customs, and Ur. Lochhead. 

Hll,Jr. said, 'All I know anout countervailing duties in 
oer;nany is that I had a memorandum from 'l'a,ylor, which I have 
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not read; a report fro~ the Sta~e Department, whloh I have not 
read; and also one fro~ Haas, eo ~ position up to date has 
been that I have taken no part in t ne consldera~ion, for per­
sonal reasons, and up to now and while Coolidge ~as here he 
nandled everything that had to do with Germany and I know nothir~ 
about it . I asked Viner to come down particularly because, on 
the ooonomic side , he has made a study of this thing and I do 
not know whether he has had time in one day to re~ew the whole 
thing. I 

Vi.ner replied, • I have not as ye~, but I will st.ay over 
until tomorrow if necessary and will then give you a report 
stating my conclusions.• HW,Jr. explained he w~ld not be in 
~he office ~omorrow and asked how muoh presaure was be1n~ 
brougllt ~o bear. Oliphant stated ~hat the opi nion · 1a 
that the Treasury is ignoring t hi s si~uation and Jonnaon ata~ed 
tha~ he had had a great deal of correapondenoe from various in­
dus~ries and his feeling is that the public does not know the 
difference between dumping and countervailing duties. HU, Jr. 
inquired 1f there was any o~her country that has a comparable 
situa~ion and Johnson replied, 1 Hungary and Latvia.• HU,Jr. 
wanted to know lf it would be possible, when the Treasury handles 
the German situa~ion, to handle tne o~ner countries at the same 
ti~e. Johnson explained tha~ was not poseible, 1 becauee their 
eyetem 1s different and tneir situa~ion has to be handled a 
little differently.• 

HU,Jr. then said to Dr. Viner, 1At~er you make your find­
ings , then the Legal Department will have to go into it.• Tnis 
was agreeable to Viner. He asked Dr. Viner to make his report 
and ~ben let the Legal people take it. They will prepare an 
answer and HU,Jr. will telephone to Dr. Viner and talk t o him 
aoout it . He said , •we can settle it over tho telephone instead 
ot keeping you here.• 

HU,Jr. re~r~ed, 'Your tnousn~ then on this is tnat since 
we are dealing with the Secretary's statutory duty, that we 
take each case on its merit and handle it that way1 1 He said 
he wants to treat the oerman counte~va111ng dut1ee Juet as we 
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did Ur. Filene ' s Twentieth Century Fund oase,•on merit alone 
and permit nothing else t o enter into it.• 

The eroup lett, Taylor, Oliphant and Gaston remaining and 
being Joined by G~avee and Klaus who came in to discuss the 
canadian liquor cases. 

Ur. ~orgentnau repeated to the group what he had told 
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Graves at their meeting at hie home laet night. He had raised 
the question last night whether it would not bs advisable end 
necessary tor the Attorney General to participate in any further 
oonterences wnioh the Treasury would have with the State Department. 
be had Oliphant call Attorney General Cummings, which he did. 
Cummings will have Assistant At~orney General UcMahon present 
at the conference today. RU,Jr. said that the Treasury and 
the Attorney General'o Ottioe will make a Joint presen~ation 
to the State Department. 
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TREASURY DEPARTMENT 
204 

INTO Orl'lc:& C0MMUNICAT10N 

""" April 10, 1936. 

TO Seoretary llor&mthau 

....... J(r . u-.:1/{' 
Subjeot • China 1 a February to reign trade. 

China'a toreip>. trade tor February, 1936, aooording to lntor.ation 
juat reoeived in a cable~-.. was aa tollowa• 

llnporta - 63 aillion yuan 
Exports - ~ • " 

laporte increued 3 aUlion yuan - about 4 ~r omt greater than in 
January, 1936, wher-o exports dropped 24 aillion yuan, or about 36 ~r 
cent . The aonthly T&riationa ot Chinese trade hue been auch too irresular 
to indioate whether the abarp decline in export• durin& February 1a 'llllolly 
seasonal. In both 1934 and 1936, February export• also ahowed sharp de­
olinea ocnpared 11'1 tb the prnioua aonth. 9ut in both those yeare the 
February importe lilcewiae ahowed sharp deolinea u OCCipared with the previous 
mouth, whereas thie year February 1m porte were, aa stated abo'Ye, 4 per oent 
s reater than in January. 

11. s. trade with China. Our .roreip>. treide with China tor Februa.r7, 
1936, aocor~U.~ to tl . s. etatistio., , -.. u tollon• 

Export• to Chine - t2,428 ,406 
Import• rra. Cllin& - $9, 053, 262 

Our uni'&vorable balance o.r trade with China oontinuea to SJ"OW• Our 
imports trom China were about a per oeut gJ"eater than in January, 1936, 
and our e><porta to China wore about 15 per cent lou than in January, 1936. 

Ca:lpared with February 19116 our illporta trOift China were aore than 
ouble laet ,-ear'•• aDd our ' exporta to China halt ot lut ;rear'•• 

• 
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'FGHip !'s'..U of a.J..M, 1!129 \o .... 

<~- in u.o ....... ot ,_) 

Crou upor~. ' 
I 

Qroao bpar~a 
m;n;;; ' iiCi\i&l iiCiiiillil ' lliCliililili 
-.Daria ' llea>churl• -cb.ala ' 'h-dw-1• 

1929 
19:J) 
1931 

1932 

1933 
1934 
19)5 

1933 - ;r.,, 

'•"· ...... 
•· lit.¥ 
~-

1934- Jrm. 

'•"· ""'"' . •· llq 

~-

~~ ..... ... 
on . ... 
Doo. 

19)6- ;r •• 

'•"· 
'flo _ _, D ;u' 

!} JtotUet '7• 

1.582.m 1,070.523 l·m·~ 1,6~,~ 1.m.1 944.4M 2. • 2 1.74 ·:z 1, .963 915.169 2. :n 2.0 • 

7fB.077 !)69.464 1,655.558 1.541.583 
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!b'-1 uporlo 612.292 113.1$ 18.5 5]5.7Jj ~4. 435 17-6 576.~ 136.411 23·7 J__,. 62,034 11,118 17.') ~.796 ~·~?3 1~ .5 55.:t 12,~ 22·5 ~:¥J J3·fl.4 3H re~ 50.3U p44 
~·· 

ji.051 .jl5 22.0 41. 9. ? ~·3 lloNII 45.337 .21~ .1 40.211 11,157 71·1 39.079 11.'96 ·~ 
April 

lf:;~ 6.265 16.8 41.161 ~.%1 1l·3 41.a95 10,688 ~·1 
.....,. 

10.m 20.4 49.~ ,073 1 ·4 40. 14 10,~ ·4 J- 50.2)0 11,01 21.~ 49. 7.413 15.1 41.253 10, 24·4 
Jul,.T 62.612 15.418 24.6 44.~ 6.8oo 1~.1 45.m 10,~ ;J·1 .. _, 

~1.~ 11.48o 22.3 44.077 7.~ 1 ,4 45. a. .~ iepteabolr 48. 8.~~ 18.3 41.81.4 5.5 13·3 45.~2 10.0'71 21.9 
Oct.obolr :.7. 'Tl'j ~·212 15.0 

g:~ 6.822 16.0 ~.516 11.56§ 2).8 ··-- 54.239 6:~ 15.4 1.1f1 14·8 .716 12.55 20.8 llo-.r 50.730 13·5 4), 7. 17.7 11>.590 18.055 2').6 

'I'Dt.l l.,....to 1.3'58.~ m.t/>3 21.') 1.oj3.m 711.7)3 26.2 ~24.694 174.930 18 .~ 
Jcoaq 103.o66 22,162 21.a 1o6.214 29.835 :16.1 

W:~ 18.537_ 20.4 61,~ 12.'061 :10. 2 Fobr!M.r)' 114.4~ :S,~ 24. 83.485 34.~ 40·9 M·254 21.1 63. !I -lotRab 149.258 :S. 1~·3 100.115 71. 2 71·~ ~.776 .350 18.8 
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