
DIAIIT 

Book &l? 

April 16 and l?, 1942 

Regraded Unclassified



-

-.t.-

.Urplanoo 
.Urcratt 4oopatcbo4 - Br1t1oll i.ir Coaholon ropor\ -

4/17/42 •.••••••••.••• • •••••••••.•••••••.••.••....•• 
i.olorican Bcocb 

too ForolSD rondo Control 

- B-

Bo.tt , llllllo.a 
Soo Forolcn fundo Control: i.morlcan 'Boocll 

Britioh Purcllo.ola& Miooion 
Fodoro.l Rooor.o Bank of Nov York oto.toaont ohowinc 

dollar dloburoomonto, vook ondlQ& April 17, 1942 ..• 

Co.pito.l loouoo Com>itho 
Soo Flnancin«, Go,..rnaont 

Chilo 

- c-

Soo CUotoao, Bur e..,. of 
Oorroopondonco 

Mro. Forbuoll' o rollllllo' - 4/17/42 •.••••.. , ..••..••... 
Cueto••• Bureau of 

Ohllo: Oourteoy to foreign violtoro diocuoood ln 
freaour.y-8tato corroopondenoo- 4/17/42 .... ••.•• • • 

Doforaont, Military 
Soo Secret Sor.lco 

Ezcooo Protl t o 
Soo lntlatlon 

bccbanso Market 

- D-

- I-

Roouaoll - 4/16-17/42 •••..•••••••.••••••••••••••• • · • • 

_.,_ 

F1nonolns, Govornmant 
Homo Ovnoro Loan Corporation, Rooonotruotlon Flnonco 

Corporation, etc., futuro plano diocuoeod by HMJr, 
Boll, Hadler, Baker, Murpll7, Bu!flnston, and Haao -
4/16/42 ............ .. ................. . ........... . 

Joolt Pace 

617 304 ' 

299 

242 

289 

131, 328 

28 

Regraded Unclassified



- r - (Con\1au4) 

FlaanClllCo CloY..,...,t ( Coft\lnue4) 
C.p l\&1 1111181 Oo-1\\111 Purooll-lluttiJIC\Oil OOilter .. co -

4/14/42 •.•••• • . ••.••.• . • • • .••.•••••••••• ••••.••. .•••• 
a) ~tenoiYI ore&llle&tion to control public 

ottorlaco ot ooourit ioo not nooooaary at thio 
tlilo: Plll'call 

b ) lla\1011&1 Oouittll ot Soeurit1oo l ncluotrT t or 
War l1aancinc: Lotter t o ... bar tirao •.•.•.•••.• 

c) Oontar.,co; p rll.,\1 IIIIJr, Purcell, ancl 
lllltflJICton - 4/22/42: S.. llcok w , pace 119 

d) Contor•o•: prll•t: IIIIJr, Purcell , lccleo, Ourrlo, 
Jonao, llall, &Del llutt1nct on - 4/29/421 :Boot m. 
PAC• 18 

Clonrna111 t bond prloll - r econt cbant;eo i n: llaao 
mo•or&DdWD - 11/16/42 ..... .............. .... . . ... ...... . 

War 9&Ylnt;t :Bonclo : 
Intorclepartmontal Oo1111itt .. tor Volllfttary 8&Yinco Plan 

eotabl1ehe4 by lxocutiYI Order- 4/16/112 •.••..•••••.• 
J'DR to be alkocl tor brllt talk tor nevoraolo to opur 

lntereot - 4/16/112 ............. ... ...... , ........... . 
a) IIIIJr reporto on connroation vHh &Del oupport 

of J'llll vho hopll for •1 billion aonthly -
4/18/42: lloolt &, PAC• 2 

b) Bopltino thl.nko J'IIIl do a on 1 t v l eh t o broa4caot 
juot nov - 4/21/42: Book ill• PAC• 233 

~onto - report on - 4/16/42 .......................... . 
J.clyartiolnc: ll4v copy 4llouooe4 by otatt ancl Wolr 

(Lord & 'l'homao) - 4/17/42 ......... ............ ...... . 
Vaoaar coop oration - 11/17/112 .......... .... ........... .. 
Bail~ Labor ~ocutlYoo' Aooociation tbankod tor 

ooopara t l on - 4/17/42 •.••••.•••••••••••.•••••• .. . .. .. 
Procr••• report- 4/l?/42 •••••••••••• • ••••••••••••• .. •. 
Payroll Bartnco Plano - Allllydo ot- 4/ 1?/ 42 ...... ... . 

r oroicn lllftdo Control 
Aaorican Bo och: Monnot-llatt knovl~e ot Oaraan control 

cllocuooocl 1A r ol17 ao.oraodum- 11/16/42 ••••••••.•••••.• 
Vatican: Currency oituatlon ancl tranotar of ouao troa · 

Uni tiel Stat II 1101117 into tho monoy ot Jluropean 
countrioo: Vatlcan-Troaour,r-Stat e correopondonoe-
11/1?/112 ... .. ................... .. ........... ......... .. 

-0-

eo ............ , Bolld X.Zito\ 
See Flnancinc, OoYornaont 

lloot 

Ill? 

Pap 

110 

II? 

164 
192 

194 
196 
<011 

82 

:!14 

Regraded Unclassified



- I-

India Joolt 

J !.n&Dcl&l aad lconoaic Con41Uone: Aaericaa Oon oul, 
Joa~, aoke4 ! or vHklJ' report - 4/16/42, . ......... &17 

Intla Uon 
lltcuo Pro!l t o: 

6~ liaitation taeked on De!icionCJ 4pproprlatioa 
Jill in Bouoe: Oob«roooman McOoraaok tello White 
Houu ho doll not &pproYO' o! thil •et hod - 4/16/42. , 

a) HMJ~Paul convero&tion- 4/16/42 •..•••• •. •• ,,,, 
b) HMJ~oCor.ack converoation 4/16/42 •••. . . ,,,,,, 
c) HMJr-J&Jburn converoat1on- 4116/42 • •• •..••••• . 
d) KMJr-Pattereon converoat1oa - 4/16/42 •.••••••. . 
e ) BMJ~clollar converoat1on- 4/17/42 •••• ,,,,,,, 
!) HMJr-~orre ot&l convoroation- 4/17/ 4 2 •.•.•••• . • 
g) Sullivan and P&ul d1ocuoo exaa1na tion o! 

return• v1 th llV.Jr - 4/21/4 2: Jock w . p-ee 2'78 
Merillat repor t on e41tortal opinion: 1!be Battle o! 

ln!lation 1 - 4/17/42 ••••••••••.•••••••..••••••••••••.. 
l nt erdepartaent&l Coa.tttee !or Toluntar,r Savinco 

lee Jina.nclng, Oove.,.ent: War Savinco Jondo 

- L -

Latin Merica 
Chilo: See Cuotomo, Bureau ot 

Lond•Loaot 
V. S. 8,Jl, I 

P-ee 

15 
7 

11 
18 ,144 
26,1&& 

147 
166 

237 

Statue o! program ao reported to rDR- 4/16/42........ 96 
Lord & 1'homao 

Soo financinc, Government: War Savingt Bonde (Advertiolng) 

- M -

Merillat , Herbert 
ldltori&l Opinion on the Hoae rront: 1'he Battle on 

I nflation - 4/17/42 .............. .................... . 
Military lloporte 

Brit ioh operationo reporto - 4/16-17/ 42 ..... . .•••• .• ..• 
Coordinat or o! Informat ion reporte : 

Britioh Politi~al Warfare 1Kecutive veokly ,directive-
4/l&/42 ............•..... .... .................. 0 •••• 

1'he War 1'h11 Week, .April 9- 16, 1'942 •••• • •• , ..... .. . .. . 
Weekly ~ire Guidance o! Britieh Minietry of 

I n!or01at1on - 4/ 17/42 ................... ....... .... . 
laaarok luam&ry- 4/17/42 •••.•.•••• .•••••. ...•••••••.... 

Bonnet, Jaan 
Sto lorti«n Jundt Control: Aaerlcan Botch 

Morcanthau, Henrr, J r. 
llo COIUIIWi icationo to bear hie na .. unleu he pertonall:r 

I:UCUtll th .. - 4/16/42 .. , ...... ,.,, .. • • .. • • • "., • • •" 
a ) luhn-odacard-Graveo accepted- 4/17/ 42 •.•••••...• 

132,327 

137 
140 

329 
331 

2 
219, 220 

Regraded Unclassified



- 0 -

011 
Ou- till rei cvtau. .... t 111 1? .t.\l.an Uc Coan Ita toe, 

Dhtrl ct o! ColDbla, Oresoa, ..,4 WaelllDCioa -
• fl&/•2 ........................................ . 

Petrol11111 
a .. 011 

- p -

- R-

Ral lwa¥ Labor lxecuti•••' .t.oooclatloa 
See flll&nclnc, Gonnuoeat: War I&Yll18• Bonde 

ReYeaue leYiolon 
Boa-Profit Or«aalsationo: !reaour,r r~ueet !or otat .. eat 

of recelpte ..,4 d.hburo•eato in coa.necUoa with 
exe~~pUon !roa illcoae tax 4hcuu e4 1a Conp-eu..,. 
Robertoon (Tirstala)--!reaour,r correopondeace -
•/16/•2 ........... ............ ....................... . 

Robertooa, .t.. Vllllo (Concreoeaan , Tirglnlo) 
See ReYenue ReYlolon 

- 8-

Seoret Senlce 
~lte Houee detail: Deferment plaa - Gaoton memorandum -

• /17/• 2 ... ..... ; ................... .... .. .. .......... . 
Securl till Iaduotry !or W&r liaaaclnc, Batlonal Co•i ttoe of 

lee Plnanclag, GoTernaeat: Capital Iooueo Coamlttee 
Seourlt7 Market• (Hlgb-Grade) 

lloolt Pace 

51? 81 

?0 

Curreu Dnelopante: lla&e •••orandua - 4/l?/42......... 230 
lhielde, Paul 

llocraphtcal eltetch by lu!!lnctoa - 4/17/42............ . 226 
ls>iecel, ll&rold a. 

Aotigae4 to ll&•aaa, Cuba, b7 DiYidoa o! Monet&r)' 
lllle&rch - 4/l?/42 .......................... ......... . 

lvlt .. rlaad 
Blv trade acreeaent betwua Svl tllrlaad and Turkq olgoed 

a t .t.olt&ra - • /16/42.................................... 126 

- T-

Ta:u.tloa . 
he RIY .. UI RaYilloa 

.Turke7 
Bev trade acre .. eat betW&I!l lvit .. rland ..,d Turkq 11goe4 

a\ Mkara - 4/16/42 .... • ••... ............... ......... · · 

Regraded Unclassified



-17-

11. s. S.l. 
lee aloo l.ea4-Leaee 
1M2 JaUonal Detc .. l.o... luue4 11> UOIIIIl ot 10 blllloa 

rubho - 4./1&/42 .••••..••••••••••••••••••••••....•••.•• &1? 
a) o ... r-ouboorlbe4 ln 2 4&1• - 4/"JJfJ/421 

Soo Booll: m, P-«• 219 

- v -

Vaooar Ooll-«• 
See llnanclng, Oonrnmentl War SaYlngo Bonde 

Vatlean 
See lorol«ft Fun4o Control 

Yol11J1tar7 SaYlngo, Intordepartaental Ooamltteo tor 
See Flaanelng, Oonmaent: War laYlngo Bonde 

War S.Ylnt:e Bondi 
leo llnanetn&, OoYornaont 

lltathor Jlrd ( Sohooaor Yacht) 

- " -

13 

Changed to lvtu rogiotcy - ~erleaa Lt«aUon. 11om; 
cable - 4/l?/42. .. . .• . •• • • • • • • • • • • • • • • . . . • •• • • • • • • • . 310 

Welr, Walter J. (Lord and ~oaao) 
See Flnanclng, Ooveramentl War Savlnge Bonde (A4Yertlolng) 

Regraded Unclassified



fOR IMXEDIATE REI E.l.SE, 
Tbureday, April 16, 1942. 

TPJ:ASURY DE?ARTMDIT 
Wuhington 

l'reee Senioe 
No. )l-21 

1 

Secretary of the Treaeury Morgenthau today announced t he 

final eubecription and allotsent figurel with reepect to the current 

offer ing of l/2 peroent Treaeury Certificate• of Indebtednell of 

Seriel A-1942. 

Bubecriptiona and allotments were divided among the eeweral 

Federal Reserve Dietriotl and the Treaeury ae fo l lows: 

Federal Reaerve 
Diltrict 

Boston 
New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 
St. Louh 
Minneapol1e 
Xaneae City 
Dallae 
Ban Francisco 
Treasury 

TOTAL 

Total Subecrip­
t1ona Received 

• 212,414,000 
1,724,584,000 

111,799,000 
150,548,000 

77.737,000 
73,5)2,000 

)68,055,000 
71,10),000 
')0,052,000 
li4. 8)5, 000 
47,6)4,000 

129,772,000 
185,000 

$),062,250, 000 

-oOo-

Total Subecrip­
t1ona Allotted 

• 104,289,000 
8)2,804,000 

55.613,000 
75.334,000 
39.~8,000 
37,200,000 

185.568,000 
37. )86, 000 
~7.087,000 
23,493. 000 
24,526,000 
63,774,000 

98, 000 

·11,507,000,000 
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April 16, 1942 

The Secretary this morning gaTe the following 
instructions to Kr. Thompson: 

I want to get out an order to the 9:30 group 
that no cOIIIIIUDlca tiona should go out ot the Treasury 
with my name attached that I personally do not execute. 
It I am not here1 telegr&ms or communications should be 
aigned by an Actlng Secretary. 

r 

Regraded Unclassified



f!lo!Jr: 

Opere t or: 

f!lo!Jr: 

Ooerator: 

f!lo!Jr: 

RobPrt 
Dough ton: 

HJ.!Jr : 

!): 

f!lo!Jr: 

D: 

HMJr: 

D: 

H!<Jr : 

D: 

HMJr: 

D: 

!ll~Jr: 

D: 

RMJr: 

Hello. 

Congreeeman Doughten. 

l!ello. 

Go ahead. 

Hello. 

All right, Henry. 

How are you? 

April 16, 1942 
9:55 a.m. 

Firs t olaee. Row are you? 

Fine. Bob .• ... 

Yeah. 

•.••• <So you thi~~ that you could tell me fairly 
definitely when we would go on th1s morning , 
because eome or these gentlemen hav~ an a:,>po i nt­
ment w1th the Presi dent ~t 11:45. 
Wel l, I'll let tha t - it you - at when? 

At 11:45. 

Well , it they do that and they go t long, they 
better go on ahead or Paul , it it would be 
• greeeble with h1m .. . .. 

Well. .... 

. .•.. a nd you all, why we could sh1ft - change 
places with them. 

Well , how would it •.... 

It they were here - you eee we're going t o start 
r1ght now. 

Well, euppose - coul d w~ eey that we could go 
on , eay, at ehar:,> eleven? 

./ 

3 
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fii'.Jr: 

D: 

fii'.Jr: 

0: 

HMJr: 

0: 

'!HJr: 

n: 
HMJr: 

0: 

IIMJr: 

0: 

HMJr: 

• 

- 2 -

Yes, ~~ can let Paul - let's say e t sharp 
eleven. I'll let- it Paul ' s not through by 
that ti~P , why we'll Just euapend him until 
afternoon. 

And we'll go on at eleven. 

Yeah, and you'll be here now ready to go on 
. at elev~n, and I' ll have that understancUng. 

Yeah. Did you ask Walter George to come over' 

I did. I called hlm end didn ' t get him, and 
told his folks, and I ' ll 0111 him ega1n now. 

Fine . 

He eeid he'd come, and I tol~ h1~ secretary, 
and I guess he'll be coming. I ' ll call h1m 
right n, w agai n. 

Sene tor •.... 

Eleven o 'clock. 

Senator Ve.ndenber g, CQming rr.,m l.fichlgen, m1fht 
be lnte t•eeted in thl s. 

••en, that' e tine. Well, r' ll call hlm r i ght n"w. 

\~ell, then, we'll be •J:> ther~ r eady to put on 
e show at eleven. 

Fine. Thank you. 

I t ' s very kind ot you to have us up. 
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KcCorMok •71 tbt.t be, the Speaker 
and the Bou.ee Contu••• think all the prorla10Da 
1n the llet1c1 .. C7 .Appropri& tieD Bill, DOW 1n 
coarueace, ehoulA be atrtcl< .. out. n. 
CoGt ...... are -~ th1a att&nlooo. S....tor 
la.rklA7 1a c;a 6i II& W IU Cdlal4 DOt be 
reached. 

lt the Praa14ct &IJ'H•· llcColWlcl< 
bopae he w1ll taka act10D to ... what ea.o be 
done with tbo s..&t& Colltar ... to h&•e tbaa 

11 rec@de, and etr1Jt& out &liT and all prorle10Da. 

~-

5 
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B.BVBNUB iBVIBION Of 19U 

'l'B'O'aiD& Y, .USU. 111, liNII 

Ho~n• 11r ~TAnvat, 
Co»VlTI'U ON \VA T1l AND M&Al<l'b 

W .. hingt<>n, , 0. 
The committee met at 10 a. m., Bon. Robert L. Doughton (chair· 

man) preeiding. 
Tbe CJwu<•"· Tho oommittee will pleose come to order. 
)lr. Tu.U>wn. I aak unanimous oonsent to insert sbWilenC. by Mr. 

Charles I'd. Arnold, ono of our Conneetieut Valley tobo«o growero 
from Southwick, M.-., and Mr. George F. Gershel, of Hartford, Conn. 

The Cu..ualuN. Tho chair bean no objection, oo they will be in­
serted. 

(The otawnenta refe:rr.cl to are aa followa:) 

ftuTDrDPT or C...._. M. AUOI.Jt. Soonrwtat. U..... ~· nn ()DII. x.oncvr V.uu:r 8_... OtiOwL• 'I'oe6ooo f' ... lON 

1 ~t ror Ule OooD«tkut V&JI~ ablldt P'O'riac tobec'm fu'mera. Tbf7 Oil""' 
ate In Oooaectkut &od Ma-dloeen:a. wtt.b • Preteftt acreaae of a boot 0.600. It 
11 e.timat~ that OOf prcduet Wrt .. l~tt)7 2,.000,(100..CXQ dpn UDUAUp, 
aad that 1.1 Ita ODir ute. Tbe lnChtllry ~ota a.a ltlvetrtmeDJ ot o•er f1~ 
000,000, Orl.ctn•117 II wAJ <'Ond'ucttcl b7 a ooneJMNible uumbtr Of ftriDttl. but 
doee tM adYent or tbe two-ro,..a·olcktl dp_l'l tbe loduatf)' hu IUtft:r«t to tbt 
extent tbat tlO pe_r~nt or thfl rrowere b.a,.e been forced out or t11e 11ut.1nett. 
Unlet~ tu rate;~ are 10 a<JJbllt(!(l aa to protect. our market, wltb due ~1'0 10 
tbe llet'etllllt7 or JIT'O•Idlfll lor n~r1 covenuneutal revenue, we will be In a 
'Very pl"e(ffr10UI t ll"UIIIOn. 

l bne t04&7 CINlullt ri!ld the te~tlmony ch·en on Wednt'8d17, April & bJ 
Mr. Alraro 1tf. Oarcla, pretldt~llt of tbe Ola;ar J4&1)ulaeturert' Ateoc.latloo ot 
Amtrleo., aoo tbe brlt:f ISle<! b7 him at that time. lu my Jud1mtnt. bit prettnta· 
uoo mea.rtll'fll up to wblt wouJCl be tot lbe belt toterestt ot tbe OoYtrnmtat, 
tbe farme'r, the padctr, lncl otben MO('fJ'ofd. AteortUQClf, we urp tbat tM 
recoC~UDeudatiOn• or Mr . Oarda aDd btl aaodatee be ta•onLbb' cou:ldt:rtd tiT 
the Wan aod Mttnt Oc:wmtttte. 

C~Ua~..a )f. AuOIA 

8'uti:X&ln ~ o- r. ODIIDI.. ~ nuc: QDe:n~..o~• 
Tou«o eo.. J1.dm'lao. Oo."r.t'. 

'Die ~ l'e'Yft'Oit ,..,. ot dpn; tolltat.td lD t)M DeW tu: 11111 art. no. 
llae ti&Ddi)!ObJt ol OOoottdeat wrepper and biDder tot.ccol. nalnooa. 

CoaDtdkut t*«'' t. procloctd .,..._rflT tor $. 10. aDd 2 tor • qoa_rttt 1.Dd 
hlobe- elpN. 

S.ltu.tttd u we are In tbe molt bl.lbtr todostrla.llaed 8frtloo in tbe ('OQJU1'J, n 
ate where ,. molt. eom.peu with todoatrtal walt r&tM. wbk!h. aJ~Uplfcl wltb the 
tact that OODM<Utut tot.«ot f'f!Qo.1re tbt crateet amount ot ftrtnt.Rr aDd thl 
flnt~~t qulUt7 of U1 111M! of tobaeeo rallied In t.be world, make. ltlmJ)tf'lt1 .. tbat 
tile clpr II)I.Qufartu~r to wboto .. mu• ltll our toba('('O bt l)t:tm1tt.c1 to mano· 
faetun and eeU bll eJprt 1t a alltht prolllt. 

2801 
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Tbt Pf'OP(Ietd rata 01 12.00 per IAOO 00 the 2·tor-6 ct_.ra aDd ulldtr woow 
heN> the 2~tor.:J dp.r In thlt prb tla• and woul4 fO'ft't aU blcbef l)lrkoed etp,.. 
to bt tot....S tn p.r~ee, w1tb tbe ~lt that the 2·1011'4 tipr WOUld I.IIU:IHdllttb 
out1trip tU other dpra. thu• ptac:IUI ou.r doallf!llllc tobllcxo lnd\l.lt17 In the poP. 
lion ot h ... lor to tell U1l1 WbG<.«< tor tboee cbl!ftp dp.rf. wblcb woulel »et'tlnl'llp 
I:J)Nn ~~tllhl.l our produet a't a lou. 

We fetl WOtt llrtmUOU8l)' lbl&t lbe l'fiU!IJ propotted b7 ,he ct,ar MIH1Uitict'1U'tt't 
ot Am.erlt'a nre the proper raiN In order to mttlntnlu the balance lwtwet11 tbe 
t'heap clpr 1Uad the mOlt U:Pitllllh't tlpr • .o tbtlt wr-. as farmen, w ill be tblt to 
prod!K'e and •ell at a pro11t to our cuatomer th4! t'lpr maoalacturer, w·bo In tum 
IDI.1 be PfJnDIUtd to stU bit: dpnl at 1 proftt And tttll Pl.r llrio& prlctt to tbe 
flrmtr, hll worker. and hlt tupplltt ot other mattciata. 

GlOMe F. Odaa:a... 
7'A• Ofrl.lf'C·K•/Iett..,.A T'oh«o C~ 

IJJII Wfd.toOr 8flft'f, 
B erf(or4, Co.. 

The CnAIJUlA.'<. The li,.. witn.,. thil morning is B on. Raudolph 
Paul, tu adviser to the Seorotary of the Trossury. 

Mr. Paul, you may procoecl. 

STATEMl:IIT OF RAIIDOLPH PAUL, SPEOJAL TAX ADVISER TO THE 
SECRETARY OF THE TREAS111tY 

Mr. PAvt.. Mr. Chainnan and members of the committee in stat..,. 
menhJ before your committee on Much 3, 1942, lhe Treasu~y recom­
mended !h• ehmination. of ( I) ptrcentag~ ~epl~llod, and (2) the pri•i· 
lege ava1lable to the oJJ and gu and mmmg andust:ries oi u:penAin 
de"el~me..r:t COlt&~ . &\·tral wicntssee have appeared before your 
cornmlltee 1n ~Pposlbon to Che!ie rfCOmmendations. 1 should like now 
to p.-nt e..,d._ supporting the Trouury's position and to refute 
the a~ments made by the ~prwntath·N of these industriM in fa•or 
of t,a:isting pro"risions of the statue~ 

t. ELDI:DU1'JON Ol' t'F.ICZNTAO"£ Dtl"l..l.TION 

. Tloe Treasury ~ieves thai lhe favored treatment to n particular 
tn~lut~tr.a• l group anvolved in pot·cent.llg& depletion should not be re­
latned .>n an nll-<>ui wnr lax p~grtm. Pe.,.,ntage depletion dot~~ not 
"/'"""'!•bly stUDulate explorouon on~ diiiCOvery. It is not ..... ntialto. 
~ 'e mamttna.nc:e of the output ot atnpper we.lls.. Its elimination will 
m no way endkl!ger the supply of, raw ~~te.ri~ls needed for the war 
tflort .. Thecontmuance of the opocoal pnVllt!l" mvolved in po~tage 
dtpleuon would allow the oil and mineral industries to ...,.pe thotr 
fatr "'!ora of the tu burden ala time when millions of omaU tupayert 
a re '!eons: Lo;ked to save ~~d acrifioo for the winning of the war. The 
eon
1 

hnuanoe of the. prov~on at atKb a time eanoot bUt adl'e.I"M.ly afFect 
t 1e n~rale. of the American taz-pa.fe.r. 
It •• tsto~ated Pl&L a~ 11N2 buom..., Ieveii and propoeed 19(2 tax 

rltl'l Jhe tl.tmma~·o~ of percentage depletion and tbe substitution of 
001<1 cpletoon wtU mcrea"" the revenue by $117,000,000.• Approxi· 

tn•'~:;tL, •:~~::.,:.~,·~~~~~~~o'1•tllloa• t ho th1 tUJ)II.Jf'l' tbe wuoa ot (hartlnt "'Ill-· 
•, , .. , .. ,IIIHI, The I'!Pb.Uou dt!OIM: ~r.:-:.~.:t\.':.::r..'..l.a l act01lllt,. to bt r~••red t hfOIIIb 111•ll ""'' •up~IIH, et~ tadllrot to II , •• Mtt~t c-o.l:ll M "wa,..._ ru-1. rtl)l!,lrlo I tt.'\ lk'C. lUI f•) i0), y.,. raJ.:.• ~~·{1 ~or till di1UI11;1 ot w•t!IW'" (,_.!ado .. 
.. , ,,. .. t11el'll'd to UPfUe n~ ··~~~'~ta ~ lllO'I'kloa tbat aU dtYIIOPIM•t ~tl 
-'1 I ~~Ill ltue. ,.... '-U • II lllo II t:l~ Ot ~lpu WiiJie th •I" .. uu .. n ~:~ (lk. ll.ta f•) U)._, 1~1'11td ~ a.pttal atco••t mo ........ f'lt.S': ~ .... -~~~~ tllit .. _ .... """ , ...... ~:: ::-:: .. !:.:~~~· .. •• a. .. , ..... •• m .ooo.ooo:. · 

UY&JIC& Dt'1llOif or lttt 

-**y76 ...-nL of thit total it -n~ for 1>1 oil aud po pt<>p­
ertieo, the..- b1 aulfur1 m«aa, and ooal mintiL 

A. Pffl)I'I!Jag• depklitM i.t o 1J>OCI<tl pri1lllfgo~The IM1 Benoo116 
Act lev*! a combined normal and aurtax ra'- of 81 percen. ~on the not 
income of corporations in ezCftll of ti6,000. In addition, an escee. 
pro8ta tax wuimpollled with ratesnnglng u1>to eGpt"""'t. YeLmany 
oil compani .. pay utnmely low income tueo, and moot oil compeniea 
pay no ....-.piofitl tau& Some actual enmr,lea of oil oompanioo 
that made provi1ion for Federal income Ia-of •than 81 pereont of 
not itooome are lilted in exhibit 1. FAeh of the 4 major oil companiea 
lilted in that uhibit aet aside for Federtl iiiC<lllle aud u:.,...pro&to 
1ano I• than 2G ~_,t of ito 11Hl not income reported to ol<>clr.· 
holdtra. The IS monor companieo, which (!'!nerally iJ)Oa)rinjr wore tn· 
gaged more t xduoivtly in production, aec. uid6 an em moiler part. of 
IJ)('O!Ile,the peroontas:e varying from 18 porooot to u little u 2 ptroent. 

Tho strikmg difrere.nce betwee:n tho. l)f_I"''Of\tftge of income absorbed 
by taxes for U1e80 com~anies and tho statutory tax ntes is to some u· 
t•nt allributablo I<> dotferenoos betwoon book income and taxable in· 
come oornmon to nil corporations. In tho m11in, however, it is ntt.ribu· 
tnblo to the &l>ooinl percentnj!O depletion. Tho companii'S ordinarily 
repoJ1. depletion to the.ir stockholde-rs on 1\ C08t. bn8i&, but rec:t"ive for 
tnx pur:JlOEIOl! a very muo.h larj!er nllow•ne. of ptrc<nlage d•pletion. 

Despite the .U.tutory provinon limiting pt-nlag6 d.epletion to eo 
ptrc<nt of the net income from each proporty, the use of pe~tage 
depletion io-d of 1:0$1. depletion enabl<8 man{ companies to eut t.he:tr 
ta.uble income by much more than GO ptrotnL E.lhibit 2 giveo a few 
actual MOm plea. For the first two compani• cited, permtto!ll' depJe. 
tioo con~rtOd 1iuble net incomes into deJlciiJ, for tlie third company, 
it red~ not ineomo by mO<e than 75 ptrtent., for the fourth companl• 
it lllmost completely wiped out net income. Tho uamples given 1n 
lhi• exhibit are not untypical. 

Tho nmount freed from tox.ation through pt""'nta~ depletion bears 
little or no rellllion ~ tlte actual 005t of tl1o depleted proptrty. Per· 
cenl<o~ depletion cont.inues even alter 100 percent of tJ1e cost. of the 
prOJ."'riY hns been recovered. For exoomple, one of the leading oil oom· 
panoeo in the f.Atst Texas field still has in the ground more than three· 
fourtho of theoriJrinal oil reserv08 in 10 oil proptrtieo. Yet lhil com· 
pany baa roc:overed throuf.!h P"J"''lllage depletion, and the related 
optton to uptnee intang,ble denlopmtnl uptnoe, more than the 
entire 1:0$1. of the property and of intangible development. U, on the 
romaining ..-noo. thit oompUy sltould obtain depletion allo•ancea 
•t lite rate enjoyed thus far, the "f!!I"'Pie deducuons for ~pletion 
would approxunate five times the cool. of the proptrties, and the~ 
wote deduction for both depletion and iJltangible development coots 
would Approximate three times the oost. of the properties plus in tan· 
l(ible dewlopment cot~ts (exhibit 8) . 

B. TM elimiMtion of percenlag• d.-pl•ti~ 1JJIU not MidiJtlger tM 
oupply of rato nuuerial• needed for tM """effort~ The claim that the 
ehminatton of [>ercentaj!O depletian will end'anj!Or the supply of rew 
materials needed for the war effort cannot be accepted. 
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1. T.Voiliodwlrr-(ol P"!J'l..U~mtd ~~The prod~ioa 
of crud• oil in 19U wu tho hialwt ID our htotory. At tho ...,. tim6 
the known .....,.... of crude oil 1ncroued to en tll-timo high. Total 
.-noe of 20 80010001000 barl'$11 wet$ about 16 times the output in 
1~1 (exhibit 4). :Even the rtOOrd output of 1,400,000,000 btmlo in 
1~1 wu below the maximum achiev~blo.. The p~uction of oil in 
at lout eome States, including T6XU, 11 ottll proCeed10g under prora. 
lion regulations d""gned to ricluoo output to probable market demand. 

While military requiAD>en!- .f~>r oil produ~ in,um will inereaa 
nry eubotantially onr 1~1, em lien consumptton will d~ greatly '*"'"'" of tho tranSpOrtation and rubber abortage, eo that !(~til con­
eumption io not lilcel1 to expal!CI end may """" aeclino. Tbe to. o6 
oil-producing areu in tho Far EuL will throw a gre&Ur ~rdm UJ>O)' 
American oil """""'*; but the abort age of tenbrs wtll mob tt 
n..-.ry to replaoo tho supplioe formerly produood in.tbe. areu.b1 
reotrioting civilian consumption rather than by expanding production 
in thio country. Recent incre ... in the &eriousness of the transporta­
tion shortage have al""'d,Y 18d to a l'$duction of prod.uction. The 
Offioo of Petroleum Coord.nator early in March ordel'$d a wid .. t>rMd 
r8duction in output throughout the Southwesl' Latert..the State 
authoritieo in Texu ordered f8 ohut-down days in April. "lhis markt 
tho firot time in the history of proration in Teo.s that the oil well• 
hive been ordel'$d to abut down for more days than the¥ are permitted 
to produoe.• It is clear that the problem of oil supply •• a probltm of 
transportation and not of production or limited ,.... .. .._ tb> Strin-v:<JU.-W•tn ..... oppooing tha TIHSury'J rt<Ommtn­
dallons hi,.. cb.imed lhlt their adoption wOuld lead to t6e wideoproed 
abandonment of stripper ,.-.,no-the .. -..us with !'datively low output 
and h~h cost of produetion. CII!Uiy. tha ~limination of peroentaga 
d~plehon ,..ould not ha•·e anv •uch tll·ct. Most stripper w~lls pro­
duce 611lall amounts of oil under conditions that Jeaw little or no book 
profit. Tho operata"' of•uch wells get littleiif any, benefit from per­
centajle depletion becuuse of tho t!Uilutory imitntion of percenlago 
depletion to 60 percent of net income froan tho property. The con­
tinued operation of these properties c1'"not. be dependent on the eon~ 
tinua.nco of pe_runtage depletion. They are continuod in operation 
because current revenuts exceed "otat. of pocket" costs, although they 
may not exooed total coot, including depreciation, depletion, and ovu· 
b .. d. 

In a aample study, ba..oed on the tax retnma for a large number of 
prope~ioe an Pennsylvania. it hu boon found that of the properlitl 
P""'!ue••ll fewer thin 400 barrr.ls a ) ... r nearly ..,.,.half ohowsd no 
~tc. II'K'Ome even bt.fore any. allowance f~r .depletion. TheM proptr­
t toel(t't no perctntaga dtpltbon undtr •10B1Jng law. Other propertiM 
ga~ ~nly • n~gl,igi~le amount of depletion beeau9e of tho tO pereent 
net '"!Om• hmttahon. Only 1 out of 12 properties got pc>roentlgo 
dt'lplt l•on c<)tu~l ~o 27~ percent ot gro&'J inoome1 t.he maximum amount 
a11owed by ('XI~tmg law. In order to qualify for this maximum ~r· 
~ntnl!'l depleh_on allowanco, th ... properties hnd to have net incomes 
Ill .. ....,of~ lames 27~_pereent or M percent of grO>o income. Such 
alnrl!'l mnrgm of profit t$ not chllnacteristic of tho stripper well. The 

• 4 Walll!rttt Jooa:raal.lll:..rdl &.. 1t42. 1 OU aM 0.• Je11ru.l, APtU t. lMJ. .. IL 
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aalntion of the otrippu well illdllltq liaa Ia ad- in ..,.~ 
prioes ratlaer than the peroontaga depletion pro• woe. 

In sur.pon of tho claim that the elimination of peroentaga depletion 
would ead to the abendonment of slrippor ovelle, it hu '"been maiJa. 
tained thnt tbe provision for pereentn)J'! depletion inlrodueed in the 
lbvenuo Act of 1926 lod to a substantial increue in production from 
lha eaotern part of the Unitsd Stateo. It it truo that thero wu aeub. 
stantial increue in tho production of erude oil in PenlliJin.uia and 
Now York alter 1926. However, thio increue -.us directly ~ 
able to the developmont of water 6ooclinl( ~ methods that ,.... 
6rat permittsd by ._. law in 1921.' Tho .... tu"'l increaao in pr<>­
duction manifeoted itaelf prior to tho 01uactmtnt of peroentaga dept.­
lion. n ....... 1921 and 1926 thtro .... a •eady i.._.. in produc­
tion, the ~ being min.or from 1921 to 192{, but oubStantial 
from 1924 to 1926, and ap.in from 1926 to 1926. Nat....Uy, tho full 
efJ'ect ot thie nG'IP tec:hn1que for extractin~ oil wu not felt at once 
and <Ontinued to operate after 1026 (uhibll 6). 

(c) Th• •!tel of pico.-The effect of percentlgo depletion on pro­
ductton is negligible compared to the ellect of price changao. In 1941 
the tax relief nUributoblo to percenlllga depletion amounted to about 
6 cents per barrel of oil. In that year tl\0 prioo of oil went up 8 
cente a bnrrol. In Pennsylvania it roeo by enn more-since August 
1940, by QO ~nil a barrel including a rtetnt in=aso of 25 ~nil ptr 
barrel grant8d b7 tho Office of Prioo Admioiotration to atimulal<a 
output an that area. 

_2. TA•mi•lngl•dUII.-y.- TheconditiOOI of supply vary widely for 
diJ!trtDt metal& Some aro in abundant aupply; olhtra arolimitsd u 
to known depotitl; still others, liko alwrunum and manganese, aro 
limited b~ tho anilability of pow~r, p.-ing plente, and matmalt 
for explo1tat.ion, for example. e.xploaives and mtning equipment made 
of steel 

Th ... variations in supply conditiono have been l'$00gnized by the 
ajtencics dealing with the problem of wor production. In the cue 
of some metals, premium prices hnvo boon established to stimulate 
produclion; in oCher cues direct nBBistance in adding to ~uipment 
for recover.f hns been extended. This a pprooeh clearly indicat.., the 
diveroity o s ituations in the min~ral industry and the dilliculty of 
trying to accomplish specific l'$8Uit.S by any general tax ruief such u 
perctn~ depletion. 

R.p.-ntah•,. o f the mining industry have pointed out lhlt tho 
a<ftluation o f production for war purpooo~ willeubjtct the indUJtry 
to _greatly increued income and excttOI-profiu ~~- u tho time when 
it ,. exhauating rescnes that might he product<~ in laU!r yean~ under 
lower tax rateR. Tho Treasury ;. a wAr$ that pl'$ducero of exhaustible 
mineral retOurces face a special problem in increasing production 
by using availablo """"rves, and is st.udying methods of providing •J?.· 
proprinl~ relief under the excess~prolita tax. This problem, Wl\icb 
mvolv011 both price policy and t•x palicy, nllecta all producero in 
the industry and not only the relatively tow who now l>enefit from 
percentage depletion. Any solution of tbio probl•m should be appli-
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cable to the Iorge. numlxr of producers who now get no lxne8t from 
pon:tntoge deplobon u wtllu to th"!'6 "!;;.,do. ··- ··' •- r=; C. P..-1 • dqht;,.-bf ,...t ., "·~"'- n . li<m .,.& d.;r,.,ery -Tbo original enActment of d.-vory dep eta!"' in 1918 ,. .. prompied by a fear of miner•! ahortageo an.d the deourc o·f Conpa to stimulate the discovery of nun~ral, pro\:rta~ and com· ponAAto for tho hazard involved in proopoelang.. T. , shift to ~­otnt&ge depletion in Ul'lG ....,. in the an!~ of slDlphcaty of adman .. tration. problems involved in dtttnmmng wh1cb taxpayer :wu tn· titled t~ tho benefit of the disoovery, the exnct d.ate when tlae d!IICOvery wu made and the nlue of discovery wella withm SO doya of diacovery ....,.. di~ltand led to ext.,..;,.., oontro~rxy. 

We now lmow thn tho1918 fear of oil sho~~ wu unfoun~~· It is also clear that WO did not need rhis spocaol aiscovery pro••··~·. to obtain uploitation of our natur!'l rtSOUI'CC!8, and thll~ the provuuon bas lxen utremely coortly in terms of tho revenue. It 11 not ~.!"• that the derelopment occumng bet-n 1918 and tho l'ft1!011t umo !tax lxen tho rooult of tax i~nth·ea. It !as been .due prmcapally to hagb prices and impro"tnltnts m the techmque of dtBCOvery. 1. Tla4 oil ioadwtry-(a) Tho ;,,.port~ of otA~r facfor•.-The tremendoua Jl<lSl-war expansion of. tho oal andu.<try II attYa~utable t.o tho factorx mentioood and not, u "'"'.""'""before you_r oomma~~ hava claimed, to the enactment of t ho ~1900\'~ry depletion P!V•!mon by Con~ in the 1918 ACt. During tins peraod the nu~omobale andu~ry expanded enormously. The extended use of autornotlv& transportation •-ted a etrong demand for oil prnduets which led, in tuna, to a high level of crud• oil prices; it also .Umuloted technical advaneeato ra1se th& ~line. reconry ratio. It was ~httte fae~ors, rmd not pe!· cantage depletion, thnt accounted for tho ancrease 1n t-eserves and m 
output. · f ·1 (i) T4• ltoflonw of prioe.-Tho importance of tho pnce o oa prOducu in stimnlating or retarding tho -rch for oil is clearly re­~ealed by uhibit6 and Chart. I which showo for the perind 1917 10 19l1 the number of we.lls drilled and the average J>rice o·f oil por barrel. In all excel?t G of the 23 years covered by the exhibit the numlxr of wella dnlled changed in tho oamo direction u 1M average price per barrel, rioing when tho price .- and declining when tile price a •• eli ned. 

(ii) Tla• inflve1tC6 of technic<ll IU~tlo,.,nta.-Whilo price chongos have. been che. major 11tamulus to the aearch for ne.w oi1, the e.tfecdvtness of this-rch hu alto depended in Ia~ part upon devolopmenta in the Urehnique. of discon.ry and on pure Chan06. Immediately after the First \Vorld War there was a great advttnoo in the &)>plication O'f 8Ci· enti6e knowledge to the discovery of oil. According to a study by the National n...&rtb l'roject, 8Cienti6c approaches have a<counted for an intrtUing pMpor1ion of oil dia:o,·enee, while wildcatting bued on ''hunChes" has beoome relatively loss significant. Aooording to this &tudy, the ultimate production from well& discovt.wc.d by BCientifio methods lx\tween 1922 and 1988 was estimated at about 14,000,000,000 barrels, whereuthe oormponding figure for wello diacovered by other mtthods wu only slightly over 6,000f1'1),000 horreJs ( uhibit 7). The 

applicaticn of ocientii!G lmowledn to tho oearda for oU bai '*o how­e...-, Jtd.-1 tho dilccrrtry of oa1 to a routine mau.w. 'IlMo llD-.1 otrib, auch u that in - T~ rtllpOClta neither prioo nor tochnol011. Such except.ionallf fortunate daiCOverioo o f larg& pool& ""' naturally i~ar. Pro•ioaon• enacted In tho law oonnot m.Uo them othtnriao. (ui) Tlw ;,.fl.,._ •1-p;Mtiu.-Pucentoge cJ.pletion ~ ba a ~larly negligible factor in tho di100vory of oil durinJ! tho war period. The~ of llloel hu Jed tho War P roduction Boord to rest-rict the use of """I in drilling oil wei Ia to suCh an extent that drilling will be curtailed by about 40 porotnt in 194!2. This nolriction ia limi&.d primarily to the drilling of development welb rather thiJl discovery or wildcat •ello. Tho Ia- hav<> been gnnted a priority rating of A-11, the former of A-&. In addition, tho Oflloo of Petroleum Coordinator is urging the induotry t.o drill •t least 4,000 wil-:_<Mt wella in 194!2 oomparecf with 3,100 drilled Jut year, "'"" thougb.'ti>e total number of wells drilled will probably be r.dooed frun nt#) in 1Ml to fewer than 19.000 in 194!2. The forced reotriction in the drilling of development wells will reloaoe oubotantial funds for the drilling of tho wildcat wells. Tho saving from the drilling of fo .. or develOpment wells in 19l2 will u<eed the coet of all wildcut wtlla ~ to ba drilled in 1~2. The ahortagoo n.....,;tating cnrtailmenta m tho drill­ing of development welb are lilr.tly 10 continue, and, indeed, to be intensified during tho entire war period. 
(b) Tho in~/ftcti•.,..~• of per«ntag• IUputiQn .. allim«ZUI to th4 ,...,.,..tor.- Even if percentage depletion oontrihuted t.o tho otimol&­t ion of uploration arid discovory-nd we do not ag'I'M that it d-­it would be an extremely wasteful and oootJ:y methoo. It would have been Chesper for the Government to have J>oad the entire cost of drill· ing all the dry holes cl ... ified u wildcat wella in 1941. The estimated ,_ of drilling th- holes waa about $110.000,000,' tho estimated 1.,. in revenue from percentage depletion attributable to oil and~ wei Ia wu more than iM.OOO 000. Tlie reaoon why porcental(ll depletion i• so ineffective a llimulua Is that a larg0 part of the bantfit accrues not to pros~tort but to operators and rovalty owners. 
(i) Tlw o,_.,tor.-Twenty major in~grated oompanies ban lxen reported to aooount for abonL 08 percent of the total erode petroleum prnduc<ion of the United Statea. While data for theoe 20 companies lH'G not avrlilRble, it wne estimated that the major comJ>tmies in lOU accounted for only 25 percent of the wildcat wells drilltd and 86 per­cent of the foota~te drilled! Their share in th& direct benefill of per­centage depletion is much la~r than their shore in 1M p~ing for new oil, since they fr-equently purchase propertiee with J:>Oient.iali­ties wbicla havelxen oetablished by th0 activiti"" of independent pro&­poctors. 
(ii) TA• roy.Uy ""'"or~Bo,-lty owners who lxar little or..,... of tlae C08I of Prospecbnll: obtain dilproportionat.e lxnefito from J>eroent­age d•pletion. They la•vo littlo or no inveatment to Charge against 
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;,_,., •hkb mabo the pmiOiltage depletion allow.- puticulart7 
Taluablo to tbftn. Tbe l>onefita of percenta4" depletion to roJalty 
O"ROrl arl confintd luaoJ1 to t&xJ-JUS ha'flllg O"Rtrolup pnot lo 
the .u-.. ry of oil • .l'un:haara of royalty inte'""""' In cmtloped 
propertiN ordinarily pey • sulllcienUy 6igh price to entitle theoi to 
larger depletion allomncos under COlt depletion than under percentage 
deplttion. 

{D) 01/o#r ,..,.n.wn. frrouring IM p>WP<DlDI'.-TbC.., are .. vtral 
rtatutory pro•ioiOilJI d .. igned to provide relid to the proopeetor. The 
)!intra! Lands Loasing Act of 1920provide& thatruo003sful completion 
of a well on tho publio lands entitles tho prospeootor to a leaoe at a 
royalty rotA> of 6 1>eroent,-less than hal f the custotnery commercial 
royalt,y of 12~ percent. &etion 1~ of the Interne! &vonuo Code 
limita the eurtu impoeed by section 12 to 80 percont of the otlling 
price In tl1e caM of an oil or gas property, the prancipal YAiuo of wbioll 
hal botn demonetrated by discovery work done by tho taxpayer. 
Finally, eoetion 'n1 of the Code provides for rel.ief under the OXCOII· 
profita win the case of abnonnal Income .....Wting from Mploration, 
ditoO,.try, and proe-ptding. 

2. TA• ..Uol•i ioaUII1)".-Tbe nnimporunce of pe,.ntage depl .. 
lion In otimulelins di!oovuy and exploration ;. enn c:lfarer with 
"'"pec:t to the minmg industry than m the .... of the oil industry. 
The derelopment of mining l'roperties in the &.ld of the basic mttale 
bas palled be1ond thellljte of p"'""""ting rio!< and adventure, and hu 
llttrled do'"' to a predictable, scientific, and oommercial buainot~~~ enter­
prise inYolYin~ the ae of low-2t'ade ores. 

Exctpt for tho metals that liave mo.., recontly become of commer­
cial importanoe, dcmeetie aeposits of high·grado c..,. were 1\tUy ex· 
plo~ mnny years ago. Growing demand and technologicel develop­
ment, fttrther stimulated by the war eme.rgency, ha..-e led to more 
extensive exploration of low-grade OI'<S. Thio connot be termed 
"di.acovery", since the deposits for the moet part have been known ttl 
exi•t. A rcc:cnt proposal by tho S<eretary of the Interior calls for a 
pro11rom of extensive exploration of additional low-grade o--.to be 
?'rrted out at Government. expense: .. 'Moreover, m08t mineral depoe· 
1ts-inoluding metals of more receot commercial importance-are not 
devoloped by originel proepect<!rs; their development ~uil'fl8 largt 
a"!ountaof capital and 18 of oeoissity undt<Uken by eotabh&hed toler· 
pn-

D . .''.fflJ(Jfltog• d~pl.tioo ca•mJt b• ;tuti~<d by ""II lp&;/4l mb i~ 
I~ oil tMlUtry~Tbe huordous cbaneter of I he oil•ndustry has been 
c1trd at a ~· for rttaining the specially favorable tax tveatmenl 
&«<rded I he 1ndustry throug~ peroentag~ depletion. The poooibility 
lhat porcenllge depletion may permit tho recovery of eon• idtrably 
":"'" I han the oetual <Clf!l of exploration and de•elopment of a produe­
h•e 1ftll has been said to he justifiable on tho ground that the ex"""' 
lo .-lrd to rompeneate for the COlt incur~ in eonnection with wells 
thftt ne\'t r btcon'e productive. 

Tho •.••!•r ie that. peroen_ta~ depletion is lallltly inelfective in 
ae<o'!'pl,.htng I he d""'~ obJectlve and th•t tho law containo other 
pro\1l tona for the otr .. uiog of IOSS<Sagainst gaillJI. Fltrthor, tho poot 

---t··· 
two clecad• ba~ ..,. ~ in the OI'J!I'Diatioa of the oil lnd 
that ha~t made 1t btttv able t,o bear the rilb of proapaetinc. I.~ 
eompuueo hue beoom. mora •mportant ed have aboulc!<>rici a 1 • ..;;.... 
putofthe~ofp~.. - .. ~ 

(a) ~ /DI' IM •f•CIItngof lonu agoiwlt ,...,~.-Poreont.­
age clepletJon It of no help to the operator wbo 1._ his eapitol in 
ntpeat!"' unou"'?"""fw venturea, sin .. he getll the benefit of pereonta 
depletion onl,y 1f he develope property that yleldo a net income ~ 
the other hand, the ,operato,r who ••IN!'* in both ou~ful end un­
su......,ul vontureo •• permitted, both under the p .... nt law end the 
Treasury'~ propoeala, t,o offset the cost of dry holes and unproductive 
leases agam•t c.urren~ anoomo from productive property i he may alto 
carry forward opwating looeeo for 2 yean. ConsequenUy even with· 
out pereentage doJ>letion, provision ;. made for the of!eetting of 1.., 
on . u.naucoee8ful ve.nturee aga.inst. gains in successful vent UM!I. No 
8AW.facl<lry reaoon hu botn olfered why one oporetcr abould be per­
mitted to. reoo!er more than his eapital investment becauM anothtr 
has loot hiB cop1lal. 

(b) O~o.tmg., m tM ''"""turo of .IM itld,..try.-During the 20 yearo 
of d!OOO\'c and J>UC!tlllage depl_el.•on the. structure of tlie oil induar 
~chan oubetanua~y. :n>e mdustry 18 now in a much bettor po/. 
u!"' !'> o lit 1- "ll'!'- !"oome tram soocessful wo!J., and thuo to 
d!.tn~ute the prGOptd.lng ,...~ Don.tie production of crude polrOJ 
lenm 1n 1114! wu about four ttmes u gnat as in 1918. The Mimated 
m-nt. 1n ~de petro)tum prodooti.on of ~1700,000.000 in 19M, 
lol(ether Wlth 1nvootmen~ m ll'lnsportatlon., refimog1 and marketing 
malces ll?• combine<! petroleum .ind~ry tne fourtn largeot in tn.: 
country m Ierma o.f mvMtment (exh1.b1t 8). Theil"* invttll.mentln 
pelroleum propert""• plant, a!ld _e<jmpment mo.re than doubled from 
1921 to 1988, incnuing from $6,600,000,000 to $14,800,000,000 (exhibit 
9). . 
T~;. incn;aoo in the ai"! of tho industry bu been aecomponieCI by 

t.he.ant.e~tJon of produet•on w1~h tranSpOrtation, refining, and mar. 
k<rt.mg w1th tho rtl8ult that tho rJBks of prospecting are aetuo.lly dit· 
!r~butod over t. ••!')' large aggregation of capital. Twenty major 
mtegratod compame. ha:ve bien reported to account for &bout 08 
percent of tho erudo petroleum froduction of the United Stateo N 
pe~t of the mileoge of crude-oi pipe lines, 87 !>O""'Dt of the tonn'IA'O 
,f 011 tonken, 76 pereont of the crude-oil refuiing capocity, and 80 
}lO~t of the ~line aaleo of the entire ~leum iilduai)y in tha 
Umted StaiAio ~xh!bit 10). Tb;. integration Is th.e development of 
recont yeara. 1x Important refinmg and marketing organixationo 
that owned no Important producing properties in 1918 now aocount 
for 88 percent of the crude petroleum production of the 20 major 
compa0101 and 16 percent of tho national total (exhibit 11). 

Although thtte large prod-n acx,ow.- for a 8m4ller abare of 
pi'OOrpteting and exploration tban of production, they now bear more 
of the coot. of uploretion, either dlm:tly or indu•ctly, tben they d.id 
w~en. diocovery depletion W118 first enacted. Tho uee of ao-called 
IICientlfic methods for locating oil depoeito, deeper well drilling! and 
other facto111 increaaing capatal rtiJ.Uiremtnts hal"t tended to avor 
the largo operator. Lirgo J1rodUe<~I'S also make wha~ ore termed 
"dry~l~olo contributions., to mde~ndent wiJdeAtters and purch•se 
lensea In prospect lU'el\8 (rom the wildcatters. 

• 
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(o) Loam to ~MtW dri//ittg-Conoorn hao OOo;n ·~P~ tha t tho 
elhrunation of perc:enta,ae depletion ,.·ould "'!'ke 1t d•lllcult to borro~ 
money lA> finanoo drilh.ng for 01!. The tcotunony p ..... n~ lA> th~t 
committee hu indicated lbat ba!'k loans are ~~tmonly made only on 
tho buil of produetive propenlt$. Tho ~rviCn!g of .•uc~ loans de­
pends on the ability of tho operator t~ m:ovor .In• cop• tal •••~tnt 
and to earn a ...t!ICient marg>n over Ius operah!'l! ~ to poy tnte.r· 
..._on the loan. Tho TrMsury proposal would m no wa:y •nterfore 
with the recovery of u •• Clpll.al mvoslment since deprec·•~ion and 
depletion aUowoncee would bo porm1tted equal to tho amou.nt m• ... C:ed· 
Moreover, the into~t paid ~n the loon. io an allowable deduclton 
from gross income in computing taxable mcome. Conaequf!ltl;r, per· 
cent.nge depletion doet not.- benefit. the taxpnyc.r un less Ius lnoome 
exceeds the amou.nt needed to repay .capital cot!l an~ to. pay i_nteret~t on 
outatanding loans, i. e., unle.s he lS a good cred1t riSk w1Utout tho 
boMfit of pe,..nt~ depletion. 

E. T/14 dimittal04tl of ~age dtp_lttitm will kimplify tltt ..,.,... 
fNiatitm. of tAt w~Pe,..ntago depletion is not a simple method of """P"' ing the depletion allo,..anoe. Under existing 1•": ~tago d!" 
pletion is oomputed 10parately for each property. Tlus mvolves oen· 
ous diJiiculty fim, in determining tho pnce of the product at the 
property, and, second, in allocating e.xp~mses. Tho e~e.nsive liliga· 
Uon" that haa resulted from the •-•ty of oompuhng poroontaJ!e 
deplotion for eneh property "'P""'t~y is suftleiont evidence of •ll 
comple-xity. Moreover, the provJsion for percentage depletion hll8 not 
obVIated the ...,..ity of c:oml!uting depletion baiOd on C<l@t. Since 
taxpayers ba"" the option of uamg the ol141 or the other basil, theygon· 
orally oompute COlli depletion in onler to prot«!- thtmoelvN. Further, 
in their reporta to atockholden, corporations ordinarily UM 006t depl&-
1 ion ntther than porcen~ depletion. 

F. P<f"OtfiUJg• d~pletW.. II Mt jultified u .,. olf~et to tl!4 lteaoy 
b.....U... of other t....,~H is claimed that •l?""i•l relief from tho 
income tax in the fonn of percentage depletion •• justified bocouse tho 
oil industry now benr8 ~ l1eavy tax burdon in the. fonn o·f gasoline 
tao~:es. property tnxefJ, and State production or &e.\'erance tnxes.. TI1is 
claim cannot be aecopted. Neitlier the pro~rty nor the produetion 
tax ..... ...uicted to the oil industry alone. Tliey oft'ect other mdus­
trif8 as well and juotify no apecial relid for thit porticular mdU!try. 
While. the guoli,. tax• are peculiar to the oil industry, they are 
bonte m largo part by the consumer rather than the producer. 

11, ICt.lJlll'(ATI.ON' 0P 'r'n:e IMTANQIBLE DE\'D.OPM"ENT EXPE..'"iD OPTIOX 

The reau)ations now give taxpayers tbe option of expensing in· 
tangible development coof& of oil and gao properties. Thoy also ponnit 
the. expensing of lh& development costs of mine. except the excess of 
cooll over receipll for minM tbat have not yet Mlached the state of 
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production. Thia exceM must ba charaed to capil&l ac<»unt tA> be re­
covered through depletion. It I• re<ommended b)' the TrMaury that th<l 
upen•ingof de•elopmentcoa!M be eliminated and tha t all dnelupmont 
00011 of produetioe propertiea be capitalized. Compeni,.that o1eet to 
uJitl* lntangibt.. deftlopment ....-. for tax pu,_ froq-tly 
co pita liM intangible denlopment «*8 in their ropcna tA> otoekhOidera. 
Intangible development cceta are a proper capital - for p~ 
of report& lA> atockbolden; they are liluwioe a proper capital -.for 
tu purpoeN. 

It ia ootimated at levels of bu•in~ for the calendar year IH.2 and at 
the propooed tax raiOB that tl1e oliminotion of the exporuJing of develop. 
uu!nt C08:ta 1\Jono, without tho elimination of petc;el'&tllg& deJ?Ie-tion1 would increttse th& revenue by t84t000,000P The comb[ned eO'ect ot 
eliminating ~rcentago depletion and the expensing of development 
(.'()8U would. be to increase the reve.nue by $206.,000,000.11 

Under the n ist ing law, a ta.xpayor who....., percentage depletion 
and who is not subjeet lo the net irocome lhnitation ~the •me de­
pletion allo..-ance, whether he .. pitalizea his denlopment upenoes or 
deductA them cnrrently u expenoo. Expensing his development coots 
gi•·ee him an additional deduction; .. p1talizing them dOM not. The 
expenaing of development COlli ia, therefore, equivaltnt to allowing a 
double dOductiont once when tho C06ta: flre ineurred1 and once through 
percentage depletion. (For illustro.tiou of exces~JJve allowances, see 
uhibit3.) 

If percentage depletion were eliminated and 0001 depletion aubsti. 
luted, the option of exptlllling d .. elopment CCI!Ia would not involve a 
double deduetion. In that ease, if development coots werecapitalixod, 
the1 would be inclnded in the hue to be depleted and would be reoov­
ered tiu"Ouah depletion allowancee; if the 000114 were upenoed, the 
hue tA> bo depleted would be omaller and hence the depletion allowance ·-Expensing of de..,lopmen~ OotJt,o ohould bo elimina!M, however, re-
ganll ... of llte action taken with rtOpect to percwtago depletion. Thio 

l>rivilego Is not permittod to other groups for oor:nparllble capital out· 
ays. 1'he drilling cost of o productive well, for enmple, is a co pita! 

itweetment in the same way as the 001t of a building or of equipment 
to a small retaile.r or manufacturer. The.re seems no more justifieation 
for allowing tho copital in-nt in tho well tA> bo dec!ucted from 
C'U.rTent ~ income than for allowing the retailer or m.a.nufacture.r 
to deduct hil Clpital mvestment from his gr<lOI mcome at tho lime 
wbm the investment is made. 

T11e original option for oil and gas wells dates back to 1917. The 
t'lllfUIOtions cont~mplated development woTk done directly by an oper­
o.tor; lhoy Are written in tenns of expenditures by An operator on 
wu~ fuelt and other itt!.ms. The trend in the industry since the 
adoptiOn of the regulation• has been towanl drilling by independtnt 
oontracton. The aecisioruJ of the Board of Tu Appeals" suggest 
thai under the regulations operaton may no longer tie entitled to ex­
penoe development «<IU where tho oporator does not drill the well 
hirlw,lf, but peys a fixed prioo undor a contract. Tho TreaJAnoy ia 
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rtluetant 1<> -tina• the option in force in vi6w of U>e. admlnietn. 
tlve and legal probloms. 

It mav tie euggost.ed that the upen1ing of development coot4 oould 
he di8ftllowed merely by changing the rof~Ulations. It might bo 
claimed however, thot the intcrpretlltiOn gtven by the rogulatio1111 
hAll becOme imbedded in tlta t~tatutc, einee. it is of long stnn<ling and 
hu ~n retained unc.hang¢ in the repalntions concomitJ'"t with 
WfOr&l rftni~Ctments of the basic legislatiOn." To avoid controversy, 
it would bo best!<> tliminato the UJl<nsing of devtlopmont COlli liy 
otatute rather than by amending the "'gulations. 

The tliminatioo of the option to uponse intangible deftlopmtnt 
00111 has been objeoted 1<> on t.he grounds that tupayors would have 
diftleult:J in "'grtgating ouch upe .... from othtrs. Tho uporionee 
of the Burtau of IDternal Revonue dOfll not rupP.?rt this claim. S:at .. 
mtnts have been madt by the lndependont Dnllers As!ociation that 
more thon 80 per<ent of all oil wollo art drilled by members of thoir 
aooocint ion. :Most of theoo aro drilled nt n fixed price under n oontroct 
that differentiates intangible c061o from others. 

nt. 11()fl8fnl.& ALTDNATIVI!tl TO TllC ELU.IINATlON o·r PERCENTAGE UEPI.,£T10N 

The Treaaury is firmly convinced that per<entage deplotion ohould 
be completely eUminated. Ho~vtr, in else your committee prtfen 
partial retention t.nd modi6CRtion of percentage de-ple-tion to itA tlimi· 
nation, I ahould like 1<> make some ou~iono along that Uno. 

A. OO!Itimt....,. of JJVCntl4g• d1pleiiDA ftw 111'i1'fJ<r1C.U. tm4 .....,.. 
ginol m.irw Oftly.-lf your tommht« deures to (C)l)tinue ptn:t:ottgo 
dtplttion f·or stripper w..U. and marginal min..., this migb~ be occom· 
pli!hed by the following: 

(o) Oa ••4 9., FOP<rliu.-Pormit peroeotage deplotion at the 
rate of 26 ~~ of not income from the property for tupnyors 
who operate oil or gas wcllo on which the unrostrict.ed production is 
not moro tllan 1~ -barrels per well.rr dny and on "'h ich tha net 
i~oom~ from the property--comput without nllownnce for deplo· 
t10n:-1S not more than 10 percent of the _gross income from the prop­
erty. This allowance ahall bo roHtrictod I<> taxpayers who boor the 
actual bu.rden of th~ oost of operating the property. 

(b) :V•~~<•~Permtt perttntaga depletion at the rnte of 261"'rttnt 
of ~_let mcome f!Om the propt.rty, for tlxJXlyen wbo operate mlllt':l on 
whtch the net !""""!" from the property-<:Omputod witheut allow· 
ance for deplttton-tS not. more than 10 pe.runt of the groa income 
from sueh property. This allowance ahall be reotricted to taxpeyero 
•he bear the ai:tual burden of tho""" of operating the property 

D. r~..- •I ~ d~triu--1. ProfJQIJ(Jl~If your oomtnitt .. 
lohould d .. ,.. ~ eontt~ue percent•~ depletion not only for stripJl<r 
wtll!l an~ marg1nal mtnes bu.t also for new discoveries, this might be 
aocomrl.t•hed by the followmg provisions for propcr1 iee Jxocoming 
t>roduel tve after Deoember 31 1041 

11
(•) fi1 4!'4 g .. FO:perllu.-0;, futuro d isooverieo of new poolo

1 " ow t ep elton not to exceed 279J percent-or a lesser percentage-a 
gro88 inoome to Uu:payers contributing the equiva\ent of 26 cents or 

.. Orillnld, .\ S.aaary•f th l.l'pJ~.UOM...,...... i4 nar'f'Ud taw..,,...., aM. lt-fl, 
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more per loot of hole drilled for ..-olla leoe t.ban 0,000 feet in cleptb and 
60 001111 per foot of hole drilled for ..-.u. in e~tte~ of aueh depth. 

(b) ll•t•l "'if!U.-On metal mineo horoafttr dieooverod, t:Uow 10 
pereent of l(rt*lmcomo for tupeyers who bear the burden of tho coot 
uf urlorationl. (development, and operation of the property. 

(c Nonmt. al tmd cotd minu.-J!~or nonmetal rninee:1 iocludina coal 
minee, hereofter disooverod, allow 6 pcrcent of Jl.rotlll UI<Ome for t.u· 
payers who bear tho burden o.f coat of uploratoon, devtlopment., and 
operation of the proporty. 
If tb- allowoncee .,..... made, the prooont limitation of percent'«" 

depletion to 60 percent of the net inoome of the property-eomputed. 
before deduction of dopletion-tbould be retainecl 

2. R.-{""tAo ~~Tu in~nti•eo for ltimulating dooir· 
able industria de,-.JopmeniBean be'l.ustifiod only if they are effective in 
tonns of their coat I<> the pubUc. ooordin(ly, i f it is deoired 1<> eon. 
tinue tax inoentivee t.o encou~ diloovt.nfll i.n mining properti~ 
•uch inconti- ohould be denied P.ropcrtie• Lhat will bo developed in 
the ordinary OOUnMI of extending the reoovery of known oommercially 
profitable mineral deposito. 
It io suggastcd tltot for oil and gaa wells thia CAn bo done by de6nin,q 

a diliCOvcry •• a pool outaido of the limits of a previouoly diBoovertd 
••nd proven oil or gas pool. I t is sugg1lSicd further that the bonelits of 
diaoovtry a llowaneeo he limited I<> th- eontributing substantially 
roword theoootof the exploration of a new pool. Peraono who1 through 
fortuitous circullllltan<es, find them!tl•eo t.he bentliciaries ot mintnJ 
,lopooill clia<ovond by othen, ban made no eeonomie contribution. 
For this I'OIIOn it ia {>ropoeed that a minimum financial oontribution 
be ""Juirtd varying wttb the depth of the wtlL 
It a au~ that for mlneo the definition of diecoftry uaed in the 

p.,..ot rogulat ions u be adoptod. The bentfita might 6e Umit.ed to 
taxpayers who bear the cost of explorat.ion, development, and q:pe.ration 
of tl te property. 

C. Spoolo! l~atrru~nt of e<»ioting 1""1JI•rtiu-l. Propotal~lf, fur. 
thor, your committoe desires to accord specinl treatJllent. to aU tax~ 
pAyers "ho devolopod properties prior I<> Januory 1, 1942, this could 
bo acoomP.lishtd by the following propoeal: 

(a) O•t and ga1 pro,.,-eiu.-Pcrmit percentage depletion at the 
rate of 16 pe""'nt of groos income for t.upeyers >¥ho tlected 1<> charga 
intangible drilling arid de>'elopmont eoota w capital lCtOont in prior 
ytaro. and at the rato of 6 peroent df g.- income for taxpeytn~ who 
elected 1<> charge eueh <001$ 1<> upe.-

(b) lltt.l mi•u.-Pormit peroentago d.tpletion at the rate of 10 
pereen1 of groes ineom& for metal minea of taxpayt:n ...-bo eapitali.zed 
mtanglble dcwelopmentcosts in prior yean, and at c.he rate of 6 percent 
Cor tttx"'ftye.re who charged such costa W upe.n8f!. 

(o) Nonm•tal minu, iMluding coal miMt~Pcrmit peroentaga d .. 
plel ion nt the mte of 5 percent of gr<l8s income for nonmetal mines of 
taxrn.vera "'ho cnpit~tli~ intangible development oosbl in prior yoara, 
nne ntthe rnte of 2~ percent fot· tnxJ>IIyero who chargod such 005ta I<> 
exnen&a. 

If the!e allownnccs we.re made, the preetnt limitation of pereenta~ 
depletion to 60 peroent of the net income of tlte property (eomputtd 
bolo,.. •ll'<luction of depl•tion) ahould be rtduetd I<> 25 pen:ent.. 

• ...... ,.._ JOI, liM. 11.tS (•) 1.. 
...._..J--.foL ~t 
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Moroonr if porcontap depletion ,...... cooli!tued for.~ it~ 
0"' be nqu~rod that c.upaY.Oft mab a bindlllll tMct•on to orclor to 
ooeure tbe pe1Ufttoge depletion ollowance. . 

ll. R- for t",.,__(«) Tlto rod~ ....U..-The. o•allo~ 
evidtnoo tu~ lhat lhe p,_nt nteooppli .. blo 1.0 g.-·~ '!' 
eomputin,g percontoge deplet.ion oN much more _geooro111 lhan IAJ~I· 
fiod in v1ew of tho OOitA of acquiring prope~ and of developrns 
them Alahown in uhibit 12 for 1934 lhe Umted Statel D.<p<~rtmenl 
of lh~ Interior reported that ooot depletion amounted 1.0 about 7~ per· 
oent of tlle avorage selling prioe, and inton&ible development OOOU, 
on a ca~ltali!od blaia, amounted to about 6 percenL • , 

Th& ulcrel86 ln tax rntes since these l)61'C0ntage provi.SIO.ne were 
enacted make them far more generou8 now than tllby ~ero when en· 
acted. For example, the 1936 normal ~· on corporations reaoh~ a 
maximum mte of 10 percent. Under th•s rate. tlte1·e wu a tax &a~mg 
of u oento attribut.uble to the 27~-rent deplet1on ollo..-an~ permitted 
from each dollar of grooo incom .. " If the tllp<~yer'a net meome wao 
73 pe....,nt of hia ~ income, the tu saving amounted 1.0 6~ per­
oent of net inoom.. Under the propooed tax !"* and w!th only a 
$-~t deplotion allowa~ the oorr!Sponding tax aovmg woold 
he U pe....at of nOC- income if the toxp<I)'U "-ere in lhe rughtte, e­
pn>lit&otox hrocket. In general, the poooiblo tax aoving under the 
propoood tax rateo and lhe propooed ~ntoge depletion allowonoeo ox-u lhe tax uving under lhe 1936 rateo arid ~togo depletion 
ollowan-

(6) TM dif......&l Ntu.-Tbe propcad lowu percentage ollow­
anoo for tllp<~yora who expensod <lerelopmon~ OOitA it intended 1.0 
oomptnute for the advantage theygamocf by 'exereiaing tM option 
of e:rpenoing ouch ooota. Taxpayera who expen...J development oootl 
hR\·e no eapitoli!od amount 1.0 he depleted, wh.ereu to:rpaye111 who 
capitali!od such oooto have such an unreoo,·ered capital. 

For oil and gna mines, tho suggeo;tod differential io 10 percent. 
The oi&e of tho sug~ZM~od differential is b•oed on preliminary data 
•uppliad by tho Tariff Commi96ion from iU. current eurvey on tho 
oooll of producing erode petroleum. Aecording to thia survey, the 
annua1 deductions unde.r the method of capitalizing COfrta currently 
averolt'labout 10 percent of flT""" income. 

(•) Re<luctitm m IM ml tncome limitatWn,-A.t p.-nt, peroenta~ 
depl<lion allowanoeo aro limitad to 60 pen:ent of net incon\0. It per· 
oentage depletion wera to he confmuad on existing properties and the 
rates ~ted above were to he subotituted for the pr!Stnt provi•ion, 
this limuotion ahoold he rodu<ed 1.0 26 ~t- Unloee thiS is done, 
a ooruriderable p<~rt of the tll'ett of redUC>ng the j!I'OII ineome pe~t. 
"«'"would he loot, oitlClO for many taxpa~rothe net income percentoge 
ra!Mr lhan the ~ ineome ~togo is the tll'ec:ti,.. limit to the 
amount of depleuon they ean deduct. 

J'Y. OOXCLOIIOlrt 

The 'l'rtasury has m•de many sh•di .. of pero<ntagc <lrplolion and 
related allowanoea in the past oeveral yearo. It hu giv.,, careful 

..,._ -·-- ,. .... 3871 
~ lo the obioc>DoM ....... todly ocinDoecl op.. tbe .... 
ination of t'-~l·ol'--- ThMe objeotioN ho .. t.oo.,... 
enminocl in the bj!ht of the ~ nnocls fw the war proj!nlll. I t 
it foond that the elt.minotion of pe.....,toge depletion and the isponoiDc 
of develoJ""ont oootl will ""' iotarfe" with the war el ort., will yiold 
about ~000.000 of much needed revenue, and wiU.mno .. from tho 
statute a long-otanding and i.noquitable pnrilt«". Thus, it will eon­
tribute sub&t&ntially to the war e:B'ort in terms of na.tional monle. 

(The chart and oxhibito oubmitted by Mr. Paul are u followa:) 

1---1----11---1- ~rt---+--111 '2! 

! • 
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Kr. p.,_ Mr. Chairman, 1 ha,.., a letter I would lib to ~ad int4 
the record add.-! to the~ of the Tru!ury by IN SecTetar;y 
of the Inurior. Tho purpooe of th}llet~r is to r;t.a!• eltarlythe I'Oll· 
Lion of the Interior Deportment Wlth m!p<d. to tbta propoeal of the 

~3'.:UtltllA!f. You may p~ to -d tbe letter. 
l>tr. PAIIL ( ... adin,g): 

UJ'fJTm ST.na DD'.dl"W.V7' or m .r; li'ITD1<*. 
Omca: or PKnDI.IOW CoaRIIUfATOit ro11 N•ncmAJ. O...,;:~a-. w ... ,., .. ,,o, .. ,..., 16, 1141. 

(SiguN'I) H M&OI'.n 1 .. lCKitll, 
Petroletlm Coord(Jtoto,. tor NolioMI Dtltm•e. 

Mr. D•&N•T. Mr. Ch•irmani may I mnke thio o. bi!Crvotion ,.ith reo 
apectto Mr. leko•' letter! 0 eou'~ Mr. All•n mado it just l8 plain 
u the li~h .. ohining here that he was simply here to gtve the com­
mittee whatever facts it. might inquire for; and it wu never l\n at.. 
tempt to commit the Interior Department. So Mr. lckee, letter oim· 
ply l8 onothtr page in the hearing. Mr. Allen's tutimony wu never 
u'ed for u anything e.~cept factual, and he speciflc:ally made no 
r«<mm<'nda.tion one way or the other. 

Mr. Chairman, this mal<"' .. veral bitto that we ha .. hod at thio 
cherTy; thls is the first time that the Troasury hll really played all ita 
eardL lllk unanim001 eonsent that bter in the hearing I ha,•e ltave 
to file a 81&1t.mtnt or to produee 1 witness on this t'tbjfd,. 

Mr. Rem I tiltOuld lib to join m I hal unanimou......,M'nt request, 
Mr. Chainnan. 

'nlO CnAUUUM. Without objection, Lhe uni\Dimou...oon&e.nt. requelt 
of Mr. Di•ney and Mr. Reed will be agreod to. 

Mr. Dt8Nt:T. Mr. Paul, I am glad to note Uoe apl)earan~ here of that 
fR~ous oil man, Mr. TarJeau, of th~ Treasury Department, ns your 
A!ll!t8tant. He hns hod a lot of expertence on Manhattan Island in the 
oil bus in ... and his testimony ought to be worth more thon lhnt of the 
oil ptlOJ>Ie. 

__ ,_, ... 
Still in. Uaht .,.;., allltouah ..,.;~~tho lint limo tho-­

mittee hoe haCl tho informabon thaL .,.. ioooi....S. n.. 
Socn!lary of the~ eamo down and genUy hinted at fl!fJ/XIOIXIO, 
and ,.e p.-led On that thaory. 

I jlllt. ..-onder if Mr. Paul bu a new pencil or aomo tww s,un., or 
baa lharpened bitt peDCil. 

Now, Mr. Cbainnan, 1 am going to be preu.y tediowt in tbit ..-.. 
examination, becauee in t.ho long run wa can save time by ~ttina 11 
many of theee CJ.U(!Oiiont liked and answers retunoe.d l8 poootblo; that 
is, it willuve t1m0 in executive eeuion, in my judgment.. So 1 hope 
the committoo will not be impatient with mei.iD my awkward way of 
p,....nting tho quect.ionl I am ,going to ask. t will take considerable 
time~ 

I do not 'Want to d•lny tJ1e commiU.... I aosure you I am juot u o.iek 
and tired of the .. h•uinjp as any ot.her membU of the committee. 
But this is the 6rst abot we h••• l'<l411y hnd at this mJtltr. 

l!r. K NU'I'SOH. May I augattt that we have it go over until aome 
other day' il that. ia the caeo r 

Mr. Rem. Mr. Chairman, I aball frobebly wan~ to l8k a oeriea of 
queoti:ms mywe)J on thitt matter, and think we should have an opJlO"' 
tunity to study tho statement tha~ t.he Treasury hu made. The or.... 
ury hu been c:<~ming in b~ in a soft of mervy-go-rocmd fashion, p,... 
oenting th ... thing~, l8 Mr. Disney hoe indiCated, a piece at a tune. 
This is an impcrtantoubject., and I think iL """ld be well for uo to 
havo an opportunity to uamioe Mr. P aul'• stat.ment, u prtM'nt.od 
this moi"Dlllg, to formulate ou.r qUO$tions in an ordorly .... ,. 

The CIIAlB>uN. The Chair would like to inquire if it 11 agreeable 
to have Mr. Pt.ul come b&ek, perhapo at the foot of the calend.nr this 
afternoon. 

Mr. DtaNcr. Let rnOIUIQ!fllt tha t Mr. Pau~ in the intereot of onving 
his own time. be recnllad t.Omorrow moming. 

Alr. n...,, Mr. Chairman, if we were to recoil Mr. P aul this alter­
noon, "·e could not. pay aUention to the other witnesses on tho c&lcndar 
ond study thio oil question1 too. 

The Cn<tBMAN. Would tl be agreeable to you to come back tomor­
row morning Mr. Paul I 

Mr. P•m. 'Entirely. That may ftt in better beeauso I see that you 
have a number of people on the calendar tnday. Also I have a ohort 
Etatement on the matter of ta:r·t.lU!:mpt securities whicla I intended to 
make to the committee. but. in view of your ~ent for 11 o'clock 
Uais morning, puhat» I cannot do that at this time. 

Mr. D1sMu. I uk unanimoUJ ton&ent Mr. Paul return in the mom· 
in~ at 10 o'<loek and be the firat wit.- for inquiries. 
. The CuAunu><. Without objection, tho utllnimouo-conoont requ$ 
18 aareed to. 

~rr. C'aoWTua. Mr. Chairman, I do not ..-ant to be overcritical, but 
it seems to me that we have a dilr•rent oondition here than e•er before. 
I do not remember, during hearings of thi• kind, that the Treuury 
made frequent entrancoe ~ek into the hearings in wbat the la~rt 
<Ill rebuttal. I do not remembtre that. It may be I am wron~rabout 
!t. However, if Utat procedure i• enended to many of the other oub­
)ects that wo hav& under diteUsaion, and other interested witnteeN 
,.,...., allowed to app .. r ago in, theoe hearings would be of interminable 
length, nnd we never would got through. 

• 
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I jult call attention to that fact, t.MI thla is 1'1\tlter:_~ednow P""!""ure. 
M• Dl M 1 aa that Mr. RobertBon propo•u~ a unanunout• .,,,.,;~t.!;:;t toalring JMr. Paul back. Tbatil ltow that co,mo abouL 
The Cn.aJUK. The Chair will oboervo that the TreaiiUf)' 18 perhape 

more ritall inttni~Wd in thio 0181tar than any ether deparlJl!enl, a_nd 
I am 111re ':lot in jllllioa to tha oommitteo, all !bey want to do.18 to II'" 
what information they ban for the ~fit of tha OOI;'lllllttee.. Of 
eou if we were t.o ...,..u ••1 o<her w•me.. who migb• ~nt to 
app':; again, u- hearinjlt would drag out mt.o an •nt.erm•nabl. 
len~h ao t11e gontJema.n from ~ew Y~rk oays. • . 

Mr.' C.OWTnu. What 1 had in mmd was wtt.hout •'\Y mtent t.o 
criticize but it &eemad to me, in fatrnesBt that eome appomted repre­
se.ntativ~ of the indu&try who has appeared ought. to lua.ve an oppor­
tunity after stud,ring this last statement of the Treasury, to ny 
aomething a.bout 1t. J had i!l mind Sen.ator Oore, who made tha 
opening statement on that eub)ocl, for the mdllllry. I have no doubt 
that be would likt, afttr a l!ludy of this llt~tement, t.o make anothtr 
tllamntnt to the eommitt ... But I am a fra" l that 1f we adopted that 
policy I(Onerally we would he eotablishing a preoed~nt chat \foWd c:a­
a tdeal of trouble foru11nd le~J6lhen tho bearmgo t.oO.muc:h. But it~ stem fair, after u Waustwe a @t.udy u has. evtdently been 
m11de of this proposition that eomebod¥ on tho other stde should have 
an op~rtunity to sny eo~ething about 1t.. • 

The CnAllll<AN. Tho Ch•ir feels that thnt potnl hns boon.wcll taken 
care of in the unanimou&.OOnl@nt request made by Mr. DlBDey. 

Mr. C.Ownmt. I am perfectly satisfied to have Mr. Disney •nd 
Mr. Reed act u ~. bin I Mr. P•m.. Mr. Clilirman, may I uy that the last t g 'lfant to 
do ia to inftict myoolf on tho eommittoe. . · n,. CuAUXAlf. Tho Cltair will state with reference to .thiS unurual 
proeedure that baa tak•n p lace, that on yesterday mornmg tho S... 
roUtiJ' of Ute Tre••uiJ' communicated with the chairman of ili,i• 
committee, and said ha would li~e to nrrango for 80~& repre~ntat1ve 
of the General Motot'!l Cnr1>0rahon to appur hero th1s mornmg\· that 
the &cretary himoclf w .. interested in tho otatemont that wou. d bo 
made. Arnn~mentl wert made which the cl1airm.an hopes a.re agrM· 
able to the membership of the commi-, that &cretary Mo~nthau 
would he here to introduce certaio wilno!!IIH at 11 o'clock. 

Without ohjoction, wo will hear tho Socrttary at this time. 

STATEXEIIT OF BOB. IIEBJIY XOROE!ft11AU, 1ll., SECJI.ETARY OF 
T1!E TREASUJlY 

&cretary MORO£NTRAD, Mr. Chairman, Stnotor George, and gen· 
tlemcn of tho Wnyl a nd Means Committee: 

I oppreciate•very much this opportunity to come hero and explain 
to you a port of tno Treasury program now being c:arried on with 
tho help of management ond labor, to bring to the attention of tho 
workers of this oount17 our •oluntar~ pey·roll-dedu<tion plan. A,t 
p .... nt this plan hll been adopted 1n """"' 154,000 plants m tblt 
eountry, employing about t.,.o.lhirda of all tho workers in industry, 
or about20,000,0CIJ people out of a total of 80.000,000. General Moton, 
in cooperation with the various membe.ra of employee unions, llrt to 
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.tart thlt plan today, and I tbouiJbt that you pot*'*> would Uko 
to hear about it the way l heard about it. It wu uplained to tha 
p....,;dent and it wu very pleasing to him. 

With your penniasion, before lb4 Omonl Motors I'OOfll• are p.,.. 
eenled, the-re are two repl"MMI\taliftll: he:re of the emplo~ wbom I 
would like t.o intTO<J . .-. 'nle llrat ia Mr. Ni•oo, of the Uni~ El ... 
tricot Radio Workers. 

Tho Cn.t.tu<.ur. We shall he glad t.o hear Mr. Nixon at thia time. 

STATEXEBT OP IUSS BlXOB, WASBJJIOTOI UPRESEBTATin, 
UlllTED :ELECTIICAL, RADIO, AltD JIACJIIl{E WOUEIII, 0. I. 0. 

Tho C nAlllllUM. You may p~, A-tr. Nixon. 
Mr. NtXOK. I am the Wubinj(lon representative of the Un.i~ 

Eloctrieal, R~d Machine Worker&, a C. I . 0 . aftlliated union. 
We repreeent .0Me 400,000 workors in this indll!lry onpged very 
largely in tho pTO<Iuction of war material. We rep,_,t 1lto workers 
in cbo electrical divisions of tho General Mo<or.. Corporation num. 
btring approximately 26,000 mtn and women. 

I am extremely happy to have tho opportunity, on behalf of the 
union I represent, to come here at this hmo jointly wilh manAgement. 
to tell you just a word about tho ateps tl1at have boon taken in tho 
development of a progmm, a joint management and lAbor program1 for the incrused purchase of bonda, for the purpose, of counte, of jn. 
ertaSing tho llllle, increasinjr the strength of our oll-ou• war produc. 
lion ~rognm, t.o defeat tho Faac:ist enemies of the Ameriean people. 

ThiS program hu been de•eloped throogb the joint collaboration of 
the unions and man~f.nt in the •arious General Motora Corpora­
tion plant& It is ~ result of eonoultation and disc,...lon hetwttn 
the reprtf!M!ntativM of the mtn and the management.. 

We are pleo9ed to he able to eorne hero on this matter with a complete 
unity, witb A common objeec.ivo of increasing tOO eale of th• bOnds. 

On tho part of the workers who are represented by my organir.ation, 
I am h•fi'Y to bo able to say tltat without """'rvation wo P.IOdge every 
ounce o our energy to tho eucctWJful carrying out of thit progt:am. 
We are talking abOut it in our union moetin~~S- We are putting bul· 
letins on tho bulletin boerda of tho eompan•es thro'4!hout ch.e laod. 
We are writing about it in our union publieationa. We ha•e mm­
mitto8 worldng on thio problem. We are trying, whereftr ~ble, 
to have a joint eooperati .. elfort with management t.o make !he IIllo 
of these bOnds a west succoa 

\\Te a re doing this, gentlcmc.n, •• I &m sure you reali~ in consistent 
action whh a program that my organization and I be.lieve labor as an 
entirety has long followed, of givrn11 it.a support and un....,rvcd SUP.· 
port to ove17 element of public policy and public action which wtU 
culminate in an all-out war production to the defeat ot the Fa.seist 
Axis. 

I am happy to he able to he here and to expreos with Mr. Ande1110n, 
of the General Motors Corporation, and the other rep.-ntatins of 
t hat oompany, the oomplete unity in tbio great el!ort m which we are 
OOjltiJI'C!. 

Th• CIIATilVAN. We thank you. wm you call your nut wilii-
Mr. Soorelaryt • 
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8ocrdar7 )looacrnuo. Mr. Chainnan, we b .. e two ~p..-.utiveo 
bore of tl1e emplo,...; the non 000 is Mr. Wolter Rautller, who 
rep.-nto oome Ml.OOO :.'.'_~~~-~~~~!:!ollfor the bone. The c....,.,...,.. Mr • .,.,......,., p 
lit of the .-rd. 
STATEXEIIT or WALTEll B.EIJTJIU, DIIECTOil. OPDAL KOTOU 

DIVUJOB, UliJTEll AI:TTOKOBILE WOIIDU, 0. L O. 

Mr R•orna Mr Chaimun and j!"ntlemon, my name .i• Wolter 
Reuther director of i.bo Ooneral Motol'8 Division of tbe Um~ Auto· 
bile w o:·k•nl Union, C. I. 0. . · t 

I rep,...nt about 200,000 General Motol'8 workc1'8 m oomo nmo y· 
odd plonta throuahout the country. • tb 1 th 

1 want to 11y !bat we are in eomplet6 agreement w!th o p on at 
is oin~ to be submitted he"' today, ancf feel that >t. r.epr~n!J the ....!t elfecdve way to mobilize the work01'8 for full part>c>pat>on m tho 
war ellort for purchuing the grt. atest ~mount. ol Delenoe bondL 

The Uniced Automobile Workers Uruon, ~hich _hu oome .6filiJOO 
!llWlbero in the automobile and aircraft industr>ea,at >taoonve~t,i~n lut 
AuguJt, by unanimous vote of the eonvonuon, agreed I<> mthlle a 
movemenc in <Mlr industry to have these voluntary pay-roll check-<>lft 
for u., Jl<>rcha"' of bondL • .. .. 

When tho Japt attacked Pearl Harbor our un'!'n pledaed to ~1 
WI#J,OOO ,.'Onb of bonds, and yesterday the pres1dont of' our un>on, 
Mr. ThomOJ, ann<Mlnord that wo had already purchued more than 
~000,000 of bondo and,..., hove pledited to buy $SO,OOO,OOO more of 
bo~da, 11 we put it1 to replace the hott!eship An- that wu loot, 
b<cau8010mo of our bOys worn on that sh>p. 

Fh'O other C. I. 0. unions have subi!cribed and pled~ to buy 
$lit 000000 worth of Defense bonds. One of our planu., hovmg nbout 
~p.yj wo~kers, ogreed co buy $1,000,000 worth of bonds, ond in 9 weeke' 
umothe workort of that plant oversubscribed the $1,()00,000. 

\Vo think this is Lhe mos~ etroouve waY. of approactung tho problem, 
~u&e it. lathe demoe.nttie way of mobilizing tl1e worker• on " volun~ 
llfy biJliL 

We have not 11000 along with the recommendation of tho Trtuury 
Doparcmont for 10 percent:. We have recommended 20 percent, and wo 
ore trying co j!"t our peoplo on a voluntary hosiB to aubeeribe. 20 per· 
tent of their ineorne for the purchase of Defense bonds. And t.n ma.ny 
plant• we are meeting that mark. 

I think that auch plans as will be submi~ by the General :lolotoro 
Corporation, which rep,....nt joint rnanaj!"mont, Oovomment, ond 
lobor compa>gna, con lullf mobiliza the people in tl1e ohopt; it COil 
make thtm realize that this is a wor whUo everything that they, as 
citi>ens of a I rea, democratic ooun!rf, 1141ve, is at 11ake, and I bel~tve 
they will do more on a voluntary basis, they will buy more bonds than 
they will on 1 compuloory basis. 

Alto, jt will have it.t e.l!'eet. on production, because jn tl~ cam· 
paigno we uee posters, and in departmental meetings, in shut .-c;ngs, 
'" plant. mealinat, we ge.t up competition between ,:;ti'OUJ>I of workers 
in Uoo abop, " 'hlch will aU bring about a lot of entbuoium for the 
" ·hole war effort. That onthusoasm will da>·clop a ~ry One labor 
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1n0role, one! tho~ labor morole will be rdected iD innr -d ,.... ,_. 
duetion. 

On tbe ocher hand, if you have o oompoJsory ... ..;ngo plan, whicl! 
cbecks oil the money rrom the wo•l<tr's pay en•elope.y<Ml do not~ 
this enthusiasm that t:OmN out o f a volunt.a.ry eampaip, and you wlll 
not build tho kind of morale that this kind of campaign will bui.ld, 
when it is launched jointly by oo .. rnment, management, and labor. 

We f..,) tha~ we can j!"t more bonds purchased by our people; wo 
can build up a gtC~~ter mtef'Mt and understanding of what thia ••r 
effort means, tho uc·riRou it takt'8, tho neat it takes to wi11 it-wo 
cnn build up bott.or mon1lo ond out of that will come • g~oter effort 
on the part of tho individual&. 

g, we strongly ur~and I know I speak for all of tho 200,000 
workers in o~nera1 Motors, and th~ other thousands of WOI'kOI'I in 
our industry-this voluntary method on tho hoais of thooo plans, 
which will be •ubmitted to ,Y~"• '!' the real way t? mobili"' the Amer· 
ican workera for full l:l6rtacJpatlon m the wnr, m t.e.nna of the war 
effort, in terms of production, in terms of buying grester amountl 
of Dole"'"' bondo. 

I hope that y<Mlr oommittoe will go along with that t.UIWI!Iion, 
because it~ the rtal dtmoeratic way; it is the buis on whid\-we can 
mobilize our people. 

The Cu ... ,.,.,., T;'e all reoliR, I 1Uppooo, tbat it is not only -
.ary but upedi~n~ that a portion of the war program be 6nanoed b).' 
the purchuo of bond& It could not .......W,Jy ·be t:Bp«<ed that 1t 
oould oil be ftnanoed thi'OUAh taxation, and that portion which cannot 
be financed through taxation muot. of necoosity be financed by the 
sale of securitiee. 

You think, nft~r lltudying the molter thoroughly, that tho voluntary 
plan, a.L least at this tlme, it much prefe.l"flble, wi11 work muth better, 
would bo acct~ptod by tho American people with a greater d•g...., 
of satisfaclion, than a compulsory plan l I s· that your tl1oughtY 

l\fr. Rt:UTliiR, Our who!& expcrienoo has b<cn, if you p;o to tho 
workers l'nd explain why this money is needed, through t~ueh cam· 
paigns 1\3 ara being proposed here, you can raise much more money 
on that basi.s than vou can em a comnulsory basis. Thnt' i111 why we 
were llblo to oversU~tibe. $:10 0"'0.000 in a ve:r:v short time, and n 
are now working on tho lltCOnd ~1000,000. If that had been done on 
a compulsory bieiJ, I do not think we could have jtotl<n that much 
money in that short a time; plllll the mtbusiaEJD that we b~ild up for 
the war elfort. 

Mr. Coon:a. Mr. Chairman, l would like to inquire nry briefty 
just for information. ' 

I am favorably imprtteed with the SUtement tha~ you make he~. 
I havo no d<Mlbt you haYO given ito grest det.l of study and thought. 
And I am favorably impiM<I with the ......Uts tha~ you anticipate 
we will ~ttl from th6 Ol'j!1lni• ed workers of the country. I .....,mel of 
oourse, if the plan io applied for the organized worktn of the coon ry, 
it would have to he applied to everybOdy el .. in tbe country; it ll>At 
true! 

Mr. REtJTIWt. That i• oorroct, the .. me principle. . 
Mr. Coo ...... Could there be any d:fficulty anticiv.ote<! in ~ situation 

of this kind t u~ 118 tnke any om all town, not havmg Ill mmd organ-
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iaed worbn for tho -t, but just ordi!W'Y citUma of 1M count!)'. 
Btre ia a man li•ing in a .main bow;t, m any lllll&ll to""l"bo.for 

triotlo _,. bu)'l all tbo boods he ean and maUl a rea eacriJieo !: buyi lhtm. Yet, 1"" mig!lt find i!' ~ nut, ~lock a man who 
ia mucl:'letter eituat.«l finanei&:Uy, and 18 m a potation to .buY many 
more bondo than tho lint man, but he doet! not follow the 1mpulee of 
patriotiilll u the fir>t man did. He dechnf11 to buy any at all. 

What d~ you think of a pooai~le $ituation of th•t kind I , 
Mr. Rwruu. I am not qualified to speak for tho general pubh~, 

but. I know tluu .. the workers, if given the f~cts, 1f told wlut.t tho war l8 

all about, and whnt. wo Juwe 111.. stake, '!all responq on ~ ~oluntary 
basi&. And 1 think tJu.~ public at large w1ll resf)On,cl m a a1m1ln man· 
ner if tl1ey At'O made aware of what the. fncts are; If WO, C~rry t)U). war 
to them nnd make tht.In understa11d what ~he1r stake tB an Uu~ war. 
J think \n thot. event the people at largo w11l respond volunt.llrlly. 

Mr. Coo•~:~~. T11at is your thought on it. 
Mr. lhurna. Y ta. 
Mr. TII&Anw• • · Would the witness kindly ~peallhe amounto that 

he ,...d oil 10 butily, that the diJ!'ertnt umono hne alrtady oub· 

~J':.dJ..,.,, ... Afttr Pearl Harbor, the United Automobil• Worktra, 
C. I. 0., t>ut thia 1-.r out, all ovor the union hallo and tbroulrt>oot 
lheplanto " 'btre we ha<econtn~e~s,on which weotated tl~at we pledgod 
to "'pla<e tho battleship .&n:.o..a, which was sunk at Poarl Harlior. 
And we fledged at that tim~t is, our mtlnbt,._.., buy $40/)00/)00 
worth o bond& We ha<e al,...dy pvrcltased ~ 0001000 and we are 
now working on anotl1er $40,000.000 for a battte;hip m tho AtlAntic, 
since this is a two-«ean war. \Ve. want to buy a bilttlt.ahip tor each 
ocean. 

Mr. TUADWAT. How far has that prog<essed I 
Mr. llovrnDt. We h••• just started on the second $40,000,000. A& 

lln illustrlltion, I pointed out tbat in one pltUJt, with 8,000 wo•·kers, 
when we made the pledge to roise $00,000,000, that p la nt of 8,000 
workcl"'! said that they would volunteer to subsc•·ibo $1,000,000, and it 
took tlwm 9 weeks to do it, on a. voluntary hu.is. 

\Ve luwe"8C.t. our sighta-nnd that. has boo.n set by the international 
executive boa.n:l, the llighest ~oveming body in our union-at. 20 per· 
oent hUilead of 10 pe,...nt, We are sliooting at that 20 pt~nt mark. 

In add it ion to what. our union bas done, the textile worken, the 
~tail clerks union, tbe C. I. 0. sbipbuilders union, and the alununum 
worlc•rs of Am•riea, C. I. O . ...U.... four unions, plus oura, joinUl' 
o,g.-1 to buy $111,000,000 ,..orlh of bonds, not including Ollr 1t000d 
$60,000,000, whi,cb would make $161,000/)00 altogoth<r. Tbn ia on 
a ooluntary bui& 
. If we launch campaigns of tho typt being propoeod here thil mom· 
mg_, tJ•at have the tuppt?rt and oooperat_ion ol the Go'·tmment, labor

1 
and ~na~mtn~ worlcing as a ltaf!L, m a oommon tfl'ort, we think 
that Wlllgontrate lrtmentfous enthuSiasm, which will make it poeoible 
to buy even more than we have bnutht in tne put. 

Mr. Tll&•owAY. ThtaO pledl!es tliat you speak of would add up to 
$211,000,000; I think you saiu$161,000,000. 

Mr. II<OTnBR. That is right; $211,000
1
000 is cori'eet 

Mr. 'I~RrADWA"''. Thank you; that is ah. ' 
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Mr. Caow nr-. AIONf thil ~ I am TU'1 moacb in~ M ,... 

all ,are, and imp~1'W!Ih !hi& ~-~ of .JOUr combinod' .. ort. 
ThiS may - he UO<:UJ' tn hilt> Wllh what ,... are ditcuMiJ~a at the 
p.....,t moment, but do you - lhiok that thia qu..Oon ol houn, 
ihat hu boon made 10 mucl> of bt.foro the oountry, ia one on which 
we sh~uld como to an agreomen~ volunlarily, bt.tweon tho lllftnbtrs of 
the umon, tho Oov•rnmtntand thotmployusl Do you not think that 
could he arrangodl You are prttty wtll ve.-1 in lhis matttr. You 
had • pl~n y~urtelf hert a yur or more ago; perhaps if it had been 
adopted, 11 m•ght have bslped. 

Air. Rt1JTIJl!ll, J do not think tl1ere is a necess•ry rtlalion8hit> bo· 
tween the quet1t1on of houre and tho question of seiHng bondt 

l'llr. CRoWTDI!It. That lo tn1o. · 
Mr. ~Tinlt; l thi~k I e~m aJ,lswer the question i at least I aan givo 

you my Vlowpomt on Jt,. Oe.rtauJiy, at. the present time, in the planta 
of Ot>nerol Afotors--antl I tlunk Mr. Andel'90n, of tlte O.n.,.,.l Motors 
Corporotion '!ill he ablo to tell you-tho workers are !>rtpal't'd and 
the company IS prepared to Optrato thooe plants as nu~ hours per 
!lay and as. many days J?'r ·~ ~ n ...... ry. The qut!!llon of houre 
10 not holdmg up one 11nglo Job m tho Ot>neral Motors Corporation 
today. Weliave.hetn able, tll!""'(!h colleeti<o bargaining around tho 
confe......, table, tn a ,dtmoerat~e manntr, to work oot all t\,; probltms 
rtlall<e to tho oporauon oft._ plants 7 days a week, 24 houra a day 
whtren~. ' 

Mr. Coow-rua. Thank you YOry much. I !mow tbtre is a dill'trtnos 
~n the two subjectl, but I wondered if ...,.thing <OUld not ba 
dooe along that line oo this qutstion that has apparently been 10 troubleBOme. 

Mr. D1~0Ja.L. If I may interject a thought tho~ undoubtedly h .. 
some btarmg on what lho committee w'ill dO: Obviously, we want to 
reach all of the work•~ •nd u many of the people as poesible in this 
freasury recomme.ndat1011 and I havo set out to ask whR.t. h1: your 
1del\ of a volunt.l,ry plnn described here as having boon initiated by 
Y.our me.mber:s. if it is to 00 adju8t00 to Attain the Gove.rnment'8 objec .. 
tave of keepmg down inRntion and wi_nn.ing the war hune11d of 11 
compulsory pflln, as more effective and desirabl&. Bow

1
are you go:ing 

to reach a . oertam numbt.r of people who are not organized, '" :&fr. 
Cooper touched upon and, perhaps, a oertain number of slacktral 
Undoubtedly, Ulo oount ry is going to insist tha~ everybody buy bond& 
{!f course, you an~ your organization, I think, can handle that frac­
llooal problem qu•le euil,Y, by tho onmpotition among the men. I 
think yo'! can shame them ·~~buying in the few insta"""' wbtre the7 
!""Y he dlspoood not to part~e~pato, IKit wbat about the O!Mrof What 
,. your ~ion to lhe committee about handlinj!' that aituation l 
J ~n what methodo would IOU ... on tbt alacktr dollar! 

S..retary AfOOCZ>mUu. COuld I AY oomething there 1 
Mr. DnrOJa.L. Of aouroo. 
Secretary Maocmmuu. Mr. Dingtll, if it is agrttable, after you 

gentlemen have htard Oentral Moton! explain the plan if lhtro are 
•.•Y questiono you would like to ask from the ,.,...,.;. olong tho 
lme vou are Mkinjt, I think it is our responsibility anrl ~e are he.tf! 
and 'Mr. Gamble 1.8 here to ruttwer any questions aJong the line you 
ask. 
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Mr Dufoa.L. Of eouno, Mr. So<re<ary, I am coneerned about wbat 
illabor'l view, tbat il tho......,., I am ..king Mr: ~uthor wbat be 
thinb ol trying to gtC; at tba slaclr:or dollar that " m tba pockel of 
......,.,, who ma,Y not. bt diJpoo!td to oooptnte. Now, .,.. won't bavo 
that diftlculty wath the U. A. W ~ C. I. 0., and probabii won'1. bave 
it with tho Textile Worken Union, and probobly !<On't huo It with 
the Clerb' Union (l I. 0. but we may have a definata problom of tbnl 
kind outolde oltl11t orga'nizatio!', particularly among tho uno_rgon. 
ittd workon, and how are we gomg to get at thatt I .would lilie to 
have your reaction or idea about that. Do not you thmk we ought 
to npply 110me -rcivo lcgal force to it! 

Mr. Rr.tJTU&R. J think it. ls unfortunnt,& that wo do !'ot hn.ve ~t.U tho 
worker~ org1ni1.cd 80 thot your union t8 a. con&truet.IY~ foreo an nil 
ol th..., plants. I t oeema to me, however af the orgnm .. d workers, 
working jointl.y through their unions and the monogem~nta ol tl10 
.ompamoa, will ..,t a fine example for the Government, then If the 
mana~e.nt of corporations wiJJ foUow throug~ on the unorgani~ 
plant., T think they ... m alBa do a pretty 1!00<1 )~b. Of eou~ wath 
the union in there pitching, we ean do a O.t~r JOb, but I thank the 
Tftuury Dtpartment, worlring with the rtSp<CUve plant&, ean do a 
fairly acocl job on that bWs. • 

Mr. l>a:<oi!U. I p.....,mt, of.,...,..., the A. F. of L. wall follow the 
tnmple of the C. I. 0. 

Mr. R~t~T>ra. I understand they are in agreement with tho buic 
princi~IN I haveltatad here today. 

Mr. Dnra&u.. You think the unorganiud worktr might bt lei\ to 
the Tftnsury to work out I!Ome sort of a plan .vith u.., management 
and worken in the unorgaoi1.ed plants; but that &till leave. tfie m.an 
who refu ... to cooperate ouL of the picture; he is atill not covered in 
our disct~ .. ion betw~n you and me, and I f~l thore thould bt no 
s1aek(lr cannot b6 1my slaCker dollar in the country, 

Mr. itoUTu ... I agree with that; but 1 think tho way you mobilize 
democracy i! by canying this '"ar to tho people and mnke thom under· 
81and, and I tlaink you can jar 99.9 peroont loooo, and I do not think 
OM·t•nth of 1 peroont is going to be very important. 

Mr. DaNOW.. I agree with you. 
Mr. DoLAND. I was very much impressed with your statement. here, 

but there io ono point I would like to bring out.. What would be your 
opinion of tho workers' onthuoia.<m if Conw- at&rted to put arbi· 
tnrylabor ltgialation I 

Mr. REV'J"'ta. I think, to a very large extent., any arbitnry action 
on rho part of 0ongreM which wou)d mike th!. plan oompulaory would 
take the edj!O oil tho enthusiasm. I mtan the point;. in a plant where 
we have local union ollioert, ha.-e local unions bargaining oommilteeo 
in the plant., bavo shop stewards in each department, .ach of thooo 
fellowa will bt captains in this campail!!' who are going to ba beating 
the druma and pepping tho boys up, ari<lthere wllrbt oompelition be­
t-n tlae departments, each one trying to..,., who ean buy the most 
bonds, and there will bt competition 'between the shift& in thuhop-, and 
there will be oompetition between one plan~ and another plant. But 
the minute you make it compulsory, 1t is an auto·matic propoeition 
and you looe the btne6t of aU that eompoign. 
. Mr. IIO<.AN.o. I appreciotenll of what you say there, but I nm a80un>· 
ang for tho manuto tl1at Congress would atartto p ... nrbitmry leg isla· 

uvnu. u~ 01r ttu <Jill 

a011tli ..,.m;t 1llbor; .-. tlaat - DOJ.-rily pt '-k to ldJ.Iiac tW 
.., -""' ... ~ ahoratt 

Ill!· Rao• '""'!- That !e riD!. I !hi\* - or lat.-U. peoplo who 
are mtarootad 1n 1"1111111Jl& iho war WlU roalioo that Jabor'a morale, iD 
tho !nal analyaia, Ia tiMi thin( that .w-;- prodoctl011. 

Mr. Bou1m. Alter all labor 11 goin&: to win tbi8 .,..., 
Mr. Bmnna. It it th; man 'I attitude 011 the macl)i:et ODCI that 1a 

monlo, and, If arv ubi~ actioo i.o dinct.ed agair1a abor it will 
destroy. that monle. and, in dMtroJina that monJo, you ~ tba 
VOJ"1 thing out of which more productioo. will &ow 

Mr. Boi.A""" Thatlo all ; think yo"- • · 
Mr. ~ I would.l!ke to oa:r, Mr. Chairman1I woald lib to 

l~ve th ... w1t.h the oomm1ttee1 It :rou "!''" to eee tbem-aotr111 of the 
hterature we have putout in thJe OOIIDOOtJbn. · • 

The C..W.•w. "Whom will you call nut, Mr. Seeretary l 
Secre\•1"1 v .. aa•nuv. M"r .. A~p, viae prooident of O.Mnl 

Motort m Charga of J16111011nel. • • • • 
The CR•D>W<. Mr. Andareon, pi- identify ;rourtolf for tba 

benefit of the reoord. 

STATIJIJDI'J: Of B. W. AlfDIUO., 'fiCll PU:IIDDT, 0~ 
• oro:aa OOIIPOU1'IOI 

Mr. A.J<na.>J<. H. W. Andereon, vloe preoidmt, Omen I Moton. 
At tba time the Dtltnoo honda were olltred for aale by the United 

Slatea Government we immediately denloped a plan for tbe .,._.tio 
purch- of th- honda by pay-roll deductions. That plan wu put 
mto olleet in Auguot.l&-11. We reviewed the resuhsof thAt plan at tho 
end of the year, and the reoulto ,..,. rather diuppointmg· ·00 we 
immediatel;roaid wo would have to develop what we calla oale•\>romo­
lion campaagn to bring enthusiasm into this particular organJUtion 
for the war ellort. 

This plan waa devoloped in February. We could have introdueed 
it in March, but we did not want to introduoo it on March 1~, beea11oo 
we thought it would have too mueh of a handicap at that date· oo that 
we had the plan ready fOr April 16. · ' 

Mr. Jerpe here can put the plan on and explain it u be goea along 
and, ifthere are any queotiono befora or after the plan is put on, lwln 
bt •err happ:r to try to anower them. 

The CR•ta><AH. '!'lao Chairman would like to say we appreciata veay 
much and thank each and all of you for coming here this moming and 
explaining the an-anjlt!mtnt that baa bttn worked out betfttn the man· 
&gement and the tmp!o,_ of your l!!""t industry. I f~l it will hut 
a .,.,. whol-me and ~ ew.et, noli only on thoae who hue 
pw-cl>.uod bondain tha financing o f thitc-twar program and iNJiir­
ang their patriotiml, but at the eame time it will ......,.,. the tu· 
poyen that there Is full ooopention in the country, not only by the 
aupayen but by indoatry and ita employ-, and that there !. complete 
unity. This demonttn~ to the country that all of ua are g<>ing for· 
ward .,;ith thil gveat war program in which we are all"ao .,;tally Inter· 
eottd, and on which the llie vary life and liberty and aalvation of our 
country dependo. 

I wish to eongntulote you, and to oongratulate the rcpreoentativea 
of your r.mploytt$, •nd latior, upon your splendid work, your patriotic 

IJH&D-41-t!t, IG-1 

Regraded Unclassified



:111110 ~ 'IIIIVllilolf ·or u n 

•cma, aDd 1M....,... you ba.-e'1iifde in getting togotbtr. I think it 
will ba.,. a wonderful doct on 1M OOUD.Il:l'· . 

Mr. A.-. Tlw1k you, Mr. Cllattman. • 
Mr. OIUI'n. I want to oongratol~ ~ ~o~nthau on boi!'& 

tho IJ>MrhMd for ooUin,g thia iD motion. IlJS pnmUily through bsm 
thatstwu otarled. t 

Mr. And..-, how many omplo;Y ... bu General Motora 
Mr A-ll At 1M p-ttime we have 2110,479. 
Mr: O..NIIT· H ow many of them niako m~re than ~,800 ~ .)'N:rf 
Mr. A_,.. If you would like, I ean g.ve you oome mt11t101 here, 

but maybe not just in that order. 
. Mr. l)qJ<n: Can you auppi;y: that in tho record ~nd not take th.e 
.timenowf 

Mr A-K. Yoo,sir; I ean. • 
Mr: Dttnr. And give me just an anawer to thd qu.et1on-how 

'many make more than~ per year . . . 
llfr. ~"· Well, the avera&" of the ~&lar~ed group, wb1Ch oon­

oillts of 60,479, for ch. year 1941, wu $2,681; the avera&" for 1)\e hourly 
rated group for the year 1Kl wu $2,14.L At tho p.-nt eumnt rate 
of emplo7Jil:tnl, whteb it curren!)y_~ing al ~ hourt per weok, the 
houri] rated group will a ...-.ge $2,MO. 

(Mr. Anderoon eubmitted tb6 following table for the record:) 

0..,., J/OftWf --~ •U ,., roUt ill f:J.Ute4 ff-'U 

,.. • .,.... .... J. ito 

hl~.:::::::~::::::::::::::::::::::::::::::::::::::::::.l-....,·::~::;=:::-~,....;::::-1--:=-::: 
'l'otal,,,,,,,,,,,,,,,,,,,,,,,,._,,,,u ............ , .••••••• ,,..... -.,~w~.~:;;~~~~ 

....... lUQ,CJI» ... ,. ... ., 
"""' .... ,. 

)'I,..,.,. ..,.a.......,""*' ···"''''"'''''''''''"'''"'''''"''"" - to.N'4 w .. ..r, ..,..,..._.,..,.: 
~~.:::::::::::::::::::::::::::·::::::.:::::::::::::::::: m:: 

~·~~=:~~~:~:::::::::::::::::::::::::::::::~:;:::::::: t:: 

ti.Oft ti, IJ 

Ill:~ ·::: 
t'" 'ft ... "' "' 

1 ~Ltl'*'t ..,.,... tft *" ot• .. uo• Mel rot •1116rt •rrlot.. 
• ~•Cot "*' o• « ltoUft fll..n • ...,lr tor» ..0. • ,_,, '"""' ,,....,.l•lobOIK tt atoun • 
·~-.., •P*,.IMIIIdhlc latffsalnoMC ~ 
.:.o::~::. -:=·..,.... "*"" bt Mit .. ~ - " .. ..nh fll ..... uua~~, 

The CuAWU.K. We thank you for your tootimony. 
Who ia 10ur next wi~ Mr. Seeretaryt 
Socmary Moeoomuv. Mr. Jupe. 
The Cu•uuw<. P._ i<l•ntify youl$elf for the benefit of the record. 

ftATEJO:JIT OP lOD IlL lEUE, DillllcrOJ. OP OEnllAL XOTOJ.S 
BOII'D DIIIVE FOB. VICTORY ACttlYITLE8 

Mr. Jatn. My name i• John M. J"'l'"; I am direetor of the G•n­
oral Motort Bond Drive for Victory aetmtiee. 

We ba~ here ( fabibit.luc], Jtfr. CbainooaD, &-....,plel. cMn. ...-. 
t.ation that we ..-iah to p,_.,t to you at thia U.. oiDd lo ~ po .. te 
in the record. It oo•ers the tntire campaicn plm. _ 

Thelldtclwt ia: 

lUcbl DO'!f'-
.i.mirfea muflt but UWt btlp ot e'lft'1 li'ftnc J)e'l'IOa to lna.Dee the eoet ot wsr 

To lNttra 1)Lnv .•n: VICI"t'*T. 'lbt tmportaa~ of thl• eannot be ennerateot or 
"'"U·em:phall.Md J • 

NOV."-
' ;1'fbe OtnertLI Motor~ Oorporauon and e.-err mtblbtr or lbe &rMt Otoeral )fotoN 
tamiiJ "" J)ftlrJOUc e.ltJun.tl bav6 been ('aJJfd upon to d~ their> .,.rt b1 llbel't1~ 
lnve~~Unc l.u Ut'fiTCD 81'•ftl!l W•a Bom~t. 

:EftrlJin AUI\111 19-lt-
.. Gtotn..l MotOI"' Oo,_.OOD beCalM oct Of t6e ft·rtt to l:aaa.curt.te I p!Ar. 

wbereb1 OtMrel llotort tmpi.01HI ~ld purcbale U. S.. WAJ OOMM TRMOI • 
P.a.T Bou. Duocnol'l'e. ne cuJorltJ ot oor tmPloreet. bowt'fff, did not ran 
adn.atap of thla opportuoii;J-ma.SOlr tbroucb llltt of undtnta.odlAI aad be­
ClaM' om NatJoa wu DOC ac .. ,.. 

!!lo<o ,__ 
. .• ETutll b.ue tb&Dit'd 1 
• • , OaT aboftll ba ... bMo lttat:hd. 
••• Oa.r lalaDd ~one la .. •ctf.d.. 
• •• Our dt.t.ot tmec~. 
.•. Oor rocure Ulrt1tf'Dfd. 
Amtrb b.u tbaQI'fd trom A N~noJC .,-Puc~ to A N.t.nolf .u Wu. 

May I cal.l your au•ntion1 ~ntlemen, to a liWe thing above the ban· 
ner at. the ce:ote.r, that we nav& in very prominent spot& th~hout 
the corporation, remindi_n_g our people that we are at. war and that we 
nre not in "Busineu a.s UiuaJ.'' • 

Thene.~:t ill-
Tnt 8rro•no" 11 Vav Oun. 
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TlloM II No T'oo; ft>r <Joaoollet'JX71 
.. TnafOf....._ ... 
Mo Ttws tor Bl41nc J'acbll 
Uocle 81m tt tn a ftcbt for we eo4 rneesom. 
A.U. lDL& DoU..&.U llVIT 0o To WOIJC, 

ftlt ob,Jtd.lft will b6 at'C'C*pUabtd Ia two •n: 
1. Tloaou: RliGvu.a PAT Rou. S..mrOL 

'J"be ~f7 I)C'OOid·are for til~ ln~t tn War Boo4a tb.r:oq'i par 
ron •1'1np 1.1 al.necl7 ~ 
2. 0\l'nl:tOilT Ptnlcw.ea Ta:MJUG'D niS Ol:lu'Ou~. 

Tbl1 pi'Cieedure b oot lntl'nt\ed to tafll)llnt the tratematle x-r~roU ••tn• 
methOd-but rt.ltler to tuPI)Itmtot lbe Pl-7•1'011 ~tavlnp pl•n. Tbul. Otntrt.l 
a.r~ort wUI accommodate tboee empiOJett who (!l.ft a.nd wlll make outrt&bt pur. 
c-hlltel of war booclt tbroulb tbe ('C)IIlt*ft.l rrom Idle tc.'ttUtd aadop. 

Tbe O...wr.A»!f Elii.Nm& that wiU bt lD efl'ett f or tbe "Duraticm"' will bt­
OM,...V~-oenV& 

Tbt lulpla eoot&IDI the letter "'V"' ltw V1«0tT. ud. the wonb "'8 ..... ud 
......,...., wb.kb dnmatbe ClOt e,Jiit tor lU'tlA tbt pr.aeat cmtllf]'IQ' 

To tMt t thta eam:palp effect~.-. 1114 lO Obetln d8t.rM reiQ.Jta. It WID be brok'M 
IDiotlUft~ 

t. Pu.AJf"OVJtCitt(Q'f. 

1"bt period to lf'OQtJt eurtoeJ~ and t llmolate aplofM lntereeL 
2. AIUfottlt'aotOT. 

Tbe period when all emp10Je8 will be COIIIAeted aod ga,-en "" opportunity to IUbiiC'rlbe tor the bood.a. 
8, PoeT AJtJfOOI'CXlW'T. 

Thf period lnTOJ.rltlr lndl•ldual tmp1o1ee folk>w-up 110<1 C!b«k:Lns tor rNuUa. 

,_AIIliOOW<:Dulrr. 
Pri•t C'llmDalpa JlC'O'"! that R~ .. wu .,...tett wbere t....,._.,. wu H-Ut 

a, prtor to tbt fonuli..IUIIOQ:QC'ftt. 

- UVWGa~ or •••• 
.::;, ,..IJGral um. 11. ~ .._...,. -.,·o,_ ~tart a Mn • .o.n.,. 
~ to lrouet tbe eurloaltT anciiiiUiDtWD IOtfrelt ot tiM Oeoerallfoton' 

em:PloJ'MI In tbt W1r Bond Propam. A. 'l'u.ta. 0AM.1AJOII wtu be <'ODtodtd ..,. 
tween Apr11 8th 1nd Aprtl 16th.•· 'lbe toUowlq aef.t.IU• and IDI.tll1at. baM 
beeo deYtJOped tO btlp 70U lttaln 70Uf ob.)ec!tiYM. 

When I ay "you,• gentlemen, •• have appointed 80 eamooll" man­
ogeno in 80 of our plants thro"'!hout the country •. We have given 
th- campaill" managua this plan: We ha .. t<>la u.- men ...., an 
iutoreet.d In 100 ~rcent .....Wto; that •e want them 1<> - !be {'WI 
u a trod< 1<> run on and I<> oupplomen& tho plan .nth any oiMr tliiDct 
!My want to-; I<> come 1<> us at tho and of thia month .nth a true 
report of 100 poreent em pl..,_ puticipetion. 

Bt!IUftJI so,.-~ 

Tbe IDIJOtltr ot Oenml Jlotars emplo1fil s-• tb.t tilDe elotk 8ntral u.. 
1 41-J. On lbe momtnc of April 8th, thlt ro)"'le:rr poet~ w111 1ppeer Df!lr t1JDt 
d~ buUOUn bolrd• •nd otba' OI•CH wbtre Oeueral Motora emplOJ'M 
wUIIM:It. 

Tac Zao Bov.a 

Oar~aAJ. Mcrro.e EKft.01'111t' VlCTOaT- .bm. ltnl 

Tho insignia now iJ jllflt two S'a. We have not come out, did Dot 
eome out on April ll! With anything more than touer cop;y, and tha4 it 
to arouoo tmployee interosl all over th6 United Slate& Then we had 
a_ came-ill:' ~ with a nry good lot of intuprel&tiona. One it 
":l&crillco, another "Small I>Onati<mo for Victory," and a number of 
other:& No ono lmoWI, in Gtn""l Motors, ucept ""' who built lhil 
plan, what S. S. V. muruo, but today at noon, throu&)Iout Ute land wo 
.,.. baYing meetin3! of our emplo,_ wh~re- poeoible to hal'$ iJ.OM 
~~~Minp-ralli.., tf you please-where S. S. V. it being expl&iuod u 
"To S..:ve and Sene for Victory." 

Thenuti.-
Ta.t.aa &n:wcu. 

To hartbtT ai'OOIJI tutl011t7 and iDterett tn tht euapel,p. Ull1 d81p wtll bt 
Jlf'OYklt4 Ur lttodUq oo ~ aldewalkt ud w1ILI 11:1 and around tbe pluL 

&& V,....._ ll 

Wo oven fumith the ~nt, bru.sheo, and IW!cilt to bo IIUle the job 
is dOM, and done nry bO&tuifully. 
Pl-. notice, durin4 th6 ptMnnounoement ptriod, April 8 to April 

1~1 thia ~r notice Will bo attac.bed 1<> th6 1"'1 cheek or time card of 
Ill emp]o,_: 

r.ao Bova-ANO. ttnr. 0eoera1 Motore JIJm.~OJtl ••rr ~, Vkt0t1 Dtltt. 

-,--
IIREOI' ft''MAU. • 

lt'o lotrtrut t.be lnte!'ftt of Hei'J GtDtral Motol"' wOrker ud ttll tDUrt tuat17 
~ 41red.·b)o-mall eard, tmbo4Jtaa ttuu' l"'pJ, wUl bt .. Qed to aU ~ ._t lllolt--Tbe- c:opy iJ what.,.. cal) that, aDd all it•,. OD tha4 ~ "Zoro 
~pril 1101. E:mplo:r- • .,. aDd _..., • ., u t<> bGilcl ap 
~ iD !be thiq, befcin .... ...._!be -po.icD. lly1bo ..., .. 

• 
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.. ~ UVIIIIOK OF ltct 

.. • t»lled ou~ approximately iOO,OOO of thoee conla tO. ealployW 
b-. • 

Tho nut ...... 

AJfJtOCJJICDt&'!CT 

.... ..lp ao~t be m~~4e wU.b Ill the 
ll la bleh\Jlmport.aJlt tblt =· 'Jbt ID.DOU:aeemetll muM bt l.Diiplr:ttlou1 
!~ .. ~n~"":, ':;'~ re:::.~JorUt of Otnoera1 Moton emplOJeet on-

Al'f:touttocwt::tT O.a.Y- A.rtUL tern 

TbeloUowlDJ mliterlal.s a.od tUat~~~ted aetl,.lltet tre provttte<l to help rou mo.ke 
)'u"r IJUlOUO«<Dtrlt molt lu«fttl!IUL • 

Wo have a 40 by"OO announcemcnL m\ly poster Jl(>Sted m all of our 
plant. at 1 o'clock this morning oo. thaL whe.n the men came w work 
they •w they had oo buck up w wtn the Untied States war progrom. • 

Ali!OIWlfCPf.DIT ~ 

Aun: t rallies lboGl4 be ltd4 at au Jllu,U b4 41f'IISoa. )lc)uUoal <Ill • 
Aprtl ltlb. At plut IOelttoot wMft tDON tba.D ODe abitl b ~TOll, tlleJ 
au a a :•!a.t lbOoJ4 be repeatl!d for tll<b lblh. 

olD ut tft'DC lt Ucllald be raacit It I llme ttbto It will DOl lattrfere wtlb 
1-'lf(ldar:l loa. 

.. 
ii ,c;;;jj;; i en lfptaker ' ~ • t •• 

•bould ·be ot Ieee than 30 mlmat(l$ dure.Uoll. aod IC. It hlrbl.11~· 
epeaker ht•e the abUIIt to make a itirrln& tuplrtatlobalae14l't'IML 

We wroto the speech for all of our campaign m&na~ We hav6' 
not uked thtm w memorizt tho· ~h; but we have asked thtm W 
toke the IUbotoDCe therein and Wl6 ihOL u o gnicle oo ~ the job d~ 
' The nut pooler is the ,_t of our wtire campaign- ' •· 

APPUC.I. no:c OA» 
~ . I 
~ lo orOtr to tadJltat~ ftD:PIOJ'f!f'l'" par\tdpitioo"la tt1e DODd Drt" for Vic'~. 

throqll allt.boriRd Plf·totl ••lnp. dt~~ertmtnt btadl aDd to~ wtU 41• • 
tdbuW a ~lll ad4rtM4, IM.le4 ta•ttOPll eoatah:~tn.s- •• 

And the oonL&iner envdope it.elf bu the uome of the employee 
prin!OO on tho outoide and oontalnf an application card for J.!&rtloipo· 
tion in the Bond Drive for Victory in this form [indicating], and on 
tho bottom of it we aay: ' . . . . ' . . . •. . . ' ' . 
,.Jf; ~ ihat aii.PTia.t tpd ~ .. aP4 aern tor. •lc:lor,. 1, .~I 
The tmployee'a nome is oloo on this eord. In addition to the abpUl• 

•tibll c&id And oontoiher ennlope, "" have a boOIIW hen lhable· 
ooribeo tli&·Go~nt'a botld oaJ.. plao. We t.loo.hove on eoyol.opl 
~tho' employee oot><pCtt hlo opplieolioa cord in and 1011d.tloali hodl t.oi 

u& . In addition w that, wo hoYO " ·""""" 1M j>llta on that eoyo "I ..., 
bu~'lDJl bonda in General Motoro S..ve and Suve for Vioro'7 Boad 
Drlve.'"f' ," I 

Now I think I lthould explain to you pnUemen how the carda wUI' 
be handled. Within 8 days, or on April Jlltb, we wont oil cardo 
returned. Thw thoee cord8 wUI be oortOd and t"- who ....., oo par.' 
ticipote, their no.neo go to ou.r comptroller'• olllce and poy·roll dedue· 
tiona etart. Thooe who do not agree 'to portieipoto must certainly 
have 1!00<1. dtfinite reuons for doing that. We will I<J w eneourop 
thtm lo dO olit.tlo bit more than who~ they foil to do in the origin of tJie 
C&lllp&ij!ll- We oloo ha .. •. pb.nt letter that c- oo eve'7 employee 
from hlO plant manager, wb.ieh reoda: 

O:ar......a. Morou O..C....DQit. 
0<1""1, M ...... A,nl II. ""­

All /,.,orl.AI Meu•,. IO All 0t'M'f'lll Jloton hiJ~: 
~J'JOU taw cbt anDOQ.oct~Dent ot tbe (lan:a'L ltcmu Ew:rt.O\'"IIt l)oq Dlml 

FOil Vrcn::.T. Ill purpMe IJ ~to the lheme, .. Ba,e aDd 8t.I'Te tM Vltto17."' 
'lbts Orh'e <leeen•et JOUr tuPJ)Ort. Wo are t:nppcl In a llr'm\lOO:I war that 

demlludl fl\'flf7 Jut ounce ot enero, tl\'fll7 abiUtr and e"t-rJ .-..ouree a,-alJable 
before •tetor7 ctn be won. 

Betide wotlc1nJ luu'O It our Joblt, 10u a.o4 1 can IKO:IJ) In anotbe.r Wl7. We ('tQ 
ht tp b7 rtl.tl11.a turl(ll to P'7 tor pbule., ta.Dka, (\Int. abllllft ammuniUoo, and OUter 
wu equJ.pmtot prOdueecl ln aucll r..rae QUtDUUN tblt oo enem.t eu competo 
-wltb WI. 

Om JUbeert:ptJoo to a bOod eaa~ tQ United 8UtN OoYeroment to ta!TJ' oa 
tbNe war produceloa aeth1Ues. It llftwUie tee. 11ide e~~ab tor our ciwo C"OO­
ftO~ lo t.be naturt. 

Sue tb:rou&b bOI'ldL ETtrJ" boad Lt rt4totmable lD <'&lib W'ltb bltere.L 'lb1l 
J~~~M.U a ..n.1 ptf"'IIMI •.t:ap tuo5 em bud ..._ lbt .... 11 ~ ~ 
tor TOll aDd tbt: ...atare ot tom tam.ltT. 

8erYe wllb boDd& Tbe7 ~kSe tbe materlal/Ot our APUftl roror. to dtt8t 
tbe mna.7. 'l1M!7 prodta tbe mruta,. JIOWff tbl t wlu JW««t 01tt UTe~ a.Dd 
llben7· . . • • 

All tbt lntormafloo oo ~ to obtatn bODdt 11 ct'to o. tbe attaebe4 bookltt. 
Re.d tt ctrel\1.117. l • • • 

We urc- 70U to tuf)liOrt oli1r touPl17 and our ft1btln1 men b7 lhlbeerlbln& for 
bood.l to tbe limit. The amouot 10P Jen4 .roet to 1)1'01«1: ,OUf'IJCif mel JVur 
htmll7 an4 J)retelne Ube:rt·7. 

8$Ye tOO Bene tor Vlctorr : "' ( 
Cord tau, you,., ·· ., · • 

8. Ortpe.rtJptlllt Ma<h and tot'flllotn al}oOid latbna tcDDiq.feN .tb&~ 
1'be •PIIItealloa Cll.rd Mwr Sa arroa..._ rta~rd~ ot wbttbtr tbe tmolo1tt 

SOMtribflt to the Drl .... l:oHtuet hb parUd.-.doD la U or dOtt DOtb1QJ: fbOOt IL 
A ma.ro ta't'flopt t. J:II'O'fldtd tor thll pa~ 

Eedl DeW em,piOJ't'l aboul4 be clftll a 

P .U·Bou. S.\UQI ~110Jf O...u 
wbett belt tlptcl u,) aDd ao efl'ort•made to~ure h\~ partJelllfltlon bt tbe p&aa 
a t that tim(!, It lit doet not enroll LO lbe p1t.n. be lhould be toUowtd up et.('b 
00 da.tt tbtiM.tter. 

Bulletin·boord Jl(>Stel'!l took the plac!e of the te~r card this mo;.,. 
ing, and at 1 o'clock this morning " e Chong«! from the te031!r card 
oo on annou-ment Jl(>Ster. • 
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Uft>fllS UVISIOIC or tu • 

...... --
()a . ... , IIIII. ._ .. cllotdJ !oOowtac the - I Jloi1J , 1M -

_... .. u ... _.........,.,.. ........ ..----­•Dio'"' tolllfUilto w1·0 be ~ wilb tbla l .ttf'Dllel04rrf'111111le IQDOGII ~f-l -· lU.UMJJIJA UD 8w:lf 

TO etrYt 11 a eoutant rtmlnder ot tbe drive, thlt utm.at~ l .ftd tllumt.aatfd 
11.p wUI bt pllet4 near Ume clocb 1.ad at other polntt wber. It mt.1 bt IMI 
b71Ar1tlf0Uilll or tmplO)'C!el. u wiD rm~Jn tn ll8U tbro\lt'hout tbt toll,. d:rln. 

And here i• tho kind of sign wo have [indicating). We have 1,000 
of tlu~.m, and we have them over every time clock Rnd evea·ywher6 our 
people como. I t t'llftds: 

Otneral Motors Emp)OJttt• Bond Drt"e t or Vletoi'J. 
A 8ood 1'111 0 1!-ta Vleto,.,-la IA~ Cub. 
Tbe neat it-

Wlftll.axa:;l)"' en~ 

Tbt.t ti~Jdtr to eer wtDdlbltldl II a.oother ..... toe ~ t.bt 4ttft. 
.& l&rstt ll•ltkttr tor ~ 1f1odotn ta altO IUPPlJtd. 

T!Ua oddl:tr in yaar h<lme ,;,dow indicat. you are • participant 
in tho dri ... 

n,. oocond mail pieoe is a aieoe of tho - card mai.led between 
April 8 to April 15. This piece goes to OVUJ one of our om ploy- at 
hOme today-

l)r:acT lrT W&.ll. '1'0 ~~ UO)IQl 

Tblt attracthe dlr«t-bp-maU folder ecmtalllla( com,J)Iete latol'1l\ltlou reprd­
lac tilt Bond Drh·e tor Vlttort will be mailed to the bome tddrt!lll ot au OtDtnl 
Mocort empiO)'III oa .lnoou!XftDtot DaJ, 

Ill It )))1~0 1111 Bin 

We have a picture of a soldior over anywhere whe.., 6gbting is 
going on and we say to our peopl!: "You can help bim. Lo~ l our 
dollar 6gtlt. Sue and So"• for vietot;r,• with the b&lanoo o tbe 
material theRin. 

The nos~ ltep i.-
q,ou-

Qooca .,..,.. w~n .,.- .. Auscux , o., _.,. u.. ... w-
ttJtdJ,... tfW Ill dlt1..11oa, pinta, aad dtpt.rtllltllt&. la n.. wbtN JIIU'I 
optnte • at.tte. acklttloul ** wm bf tJUPStied to record tbt ptr'CitD~ ot -.. --1M--ot-....... A-- qoou ....... will bed- Ia the a-rat Ko<on btll141aa ...... 
Ia& tbt •DOtal eetablllbect tOI' au 0ena1 llliotoG-4h1aloaa. 

Behi.nd you, ~ntlemen.t we hue two tm1all quota bor.rdt thai. we 
tall "Deperlnlental. Boar<~&. • In our plant., we operate plan~ do­
paz1mt11U, and shifts. Sometunes we have two abifta. eomel.imet 
throe, eo we put a obift and a departmtnt quota board 'ln Uno and 
then we poet them at the same time, so if No. 1 obift gott red o~ the 

UtDua ....... aMa 

thor c 11 r lllabw than No. II « No. I, ripl tMn IMy will c1o a 
beiW job than 1t .... ubtl "'- to do it, ...... llooy cfo D04 -
to ~ o.QJ'body p 100 ~t bofcn they clo, boctUt that io 11M 
A.merieaD way. 

Then we b&vo • big board that WI - to h&Dt!le the ...........-L 
The big board is p.l"** in the lobb] where the m&"'&''IJl<<Dl or othtr 
people ean - it., and tha~ obowo 1111t whAt that particular plant il 
doing. Remember, we bawtl~ plaota,'to .. bad to get 88 bor.rdo, and 
they obow what oaCh II''"~ Ia d~lng in the drive, and wo o.ro inoisting 
in a kind way, on bavangevei')'I>Ody bit that ball on April 80th, wh.ri 
tho drive encJ.. Bu~ that, of couree, Ia not lha end of the activity; that 
is me..,ly a epl&Rh of enthutil.ltll that we are putting in the progr"!'> 
and we Will follow throanh ,,e.,. month to- that this act.l;.lty 1110. 
percent every month unt the war is onr. 

Then we have dilplay b&nnero [eshibitingJ-

DIIfun 

To attmalate r.rtbtr lattrwt Ia Ute euopatp. eDt:taDt:re,. lollb.J, aD4 wla4ow 
-~l>o-d-tllou- pertaclw--1110. 

P'Lt."' Pu&aoAnoa 

c..n.at ._ ot on oiODtOO..,. w!U t>Obll* _.., t11o-u4 ,_,. 
ot-.... x ..... .. ....,_ 

ao... Dun ~ vaoron. 

,.... ...... ~'1' 

Appropriate oew.p~per pabtlelt:J etortee 1rill be .applle4. '~'beet ~14 M 
relea.eed followh'll tbe Anooun«ment. accompanied b1 ~-of Boad Drt,. 
aethltlel at plant lO(Ittoa 

'l'be Jlbo...,...,, an to be toke• l..,.u,. 

~~~-- ~T 
To mainttln ~lt and ,_ lnt.,...t a t a bt,b pttdL, Kloote Mto BaUitl 

abould bl «mdotted In en J)ltnta and dl• .. lOu. 
'Procrlml con4octed at tbeee ralll .. lbooid be lltort. caret"l\' plnot4. and 

lndnde reportt on Pf"((f.r'Ht aws. to at .. 

• 
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We ha..-e eban.iocl thia ]Iiim a mon~ bo8il to •otklt aliCI thae 
(indl<ating} •iD'be pootod all o<er our p ant& • 

Hue is an id .. o( the t)'PO of pool.,.. ~ are pug to -: 
Boll• 80'1' Bau.art 

t.- Bomlrl BUT 80WN 

Btrr A J3oJm T(IOI.T 

l"t"& Tum &•• (A poltf'.r C!OotalnlnC • plctu~ ot chiJdrtn In btell O'UY' BottDII 

av •. • Tu.t.T J.J.P, E't'l:fto:tlt BtiTmG 801"01 

'ton n.r W•••tt You BUT Bornll. l'oa vwron Towouow. UU'Y • Dol'fo Too • .,. 

Pval.lc:_rr< 

Follow,lll 1ht AoOOU~t a rootloUOO;!I low of pubU~It)' wiU be diN!t'tecl 

to ... ~•·--
~..,.,....., PLln P•~ o. ~ F\llJlA. .t.:t'D ~ N"rwa 

to f«<PlUGa ot t;adt'f'ldoal. plant or dtpartmtntal parUdflatiOD. U.. IPtd&t 
&W"&rtt. W'lU bl .. de. 

1 am just human and I know, if lnyone g;,.,. me a card with my 
ruuno on it, thAt it at lout has apprllCiation contained th•rein . • ~ ~eep 
it, and ltl>ink w~ are all about tho SllmO way. So be"' .£•zl!•b•~·~gJ 
Mr. Wiloon, who 11 prosiden~of Gonerai •Motora Corporation, II giVIn_g 
this ctrd, p<d<~.k ~if:O, t.q .. "o" emp.\PJ''"" who portieipoto. It 11 
mllTely & raongnU.IOD thl(lg: ... , .• 
J •ex J r.JJ'I. 

CtHINtl 0~, Oetttrtl Moton. 
AI a ft UOW emplotee. I COOI11ltulate you on JOUr J)ll..rlldJ)Illon lo the Oeoertl 

)lotort ElmploJett' Bond Drive for Vl'dory. 

Evory tmployoo gota that. 

DIPU'I'Xk:N.U. AWA.III 

Ea.O departiHOt ltCUrtac" 100 ~IU fl&rtltfpaUoo wUl bt ,....., lblt apedll 
OtDtral Moton Aftrd. 
'

4 :100 ptftfel OtiMrtl lloloh Zm.pao,.. Boq Oilrnli"CCa Vlt"'''n'. • r 
We al• ~r<>mOtion mtll are al""ya guiiLy of ellra•agaooo. I or· 

dtmd i,OOO Gtntral Motors award bamitn. Tbtn we quooticnod tht 
~ld ¢ wlln lM1 thougbf'"' bttdticl.. and I had to up that o~er ~ 
4,600 Gtntral Motora a""rd banntr& 'r may oay no"W th•t th& dnn 11 
jual. 1tarti11g and we have quito a few dopartm•nt. in the oorporation 
tllat are al ..... dyiOO percent subooribod. 

IA1t, and .. ry important, ia 01J1'o"-

l'UltT AW.\atlf 

Zl~ pint attatotar 00 pereeat I!IMPLOYW: .P.t.m.e&:rAftO)t oa )Jcu will recdrt 
tbiJ l'flt(ltl 1!1111 trom tbe Ua'lltecl 8tatee ·Treuur, De5111rhnt nt. • ' 

Th•n t.h•ro is a picture of the flag tlley will obtain. 

Tn1001• 'E1fl•t.-·uuno .ur:. DJlD"'D En\aT 

EruJ ladbldual ~ ID OtoeNI llocon wiU pia r.Jl bowlfldtt Of t.M 
Ql&t0t1, t.llt PQ.l'J)OIIIll. tbe ntet~ of U. 8. War Roods u aa tOT-.ot U6-

T.w. ~.~I, I.\', CA ... .t.JDlf WlDo~ ~ 

AND General Motors and G•n•ral Motora' employ..., will S••• and 
Sa.- for Vrorou. 

(The followilli charta wel'6 dillplayod by Mr. Jerpe:} 

TODAY n 
I 

The cost of· the nation's 
VICtory Armament Building Program 

iiA~~ 
STAGGERII6 PROPORTIOIS 

' From Dawn til Dawn 
• •• #Nr~ H DOH,., 

OUIIAnOIAL 
WAliXPifiDITUlES 

CURllfiTLY, 

olt'i:Ui~D SIXTY·SIX 
MILLION DOLLARS 

~t!fJt-/ALMOST ' 
t 7.000.000=· 

· ·altd 1/,e ~~~ iltflllllilf niintl 
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- llln"'II<Vll - OF l UI -·--.. -...• 

NOW· ~ · 

The General Motors 
Co~tion and Mrf 
member of the greae 
General Motors family 
as patriotic citizens 
haVe been called upon 
to do their part 6y 
fiberally investing in 

u 

BOIIDS 
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Earlq in AUCJud, 1941 • • ~ -
General Motors Corporation 
became one of the first to inaug 
urate a plan whereby employes 
could 

U.S. BONDS 
THROUGH PAYROLL 

DEDU(TIONS • • 

The majority of our employes 
however. did not take advantage 
ofthis . opportunity. . . . . 

*mainly through lack of 
understmding aild because 
our nation was not at war. 

$'We~·· 
IVIMIS HAD CIUUIGIDf • .. our .smrea 11M been attacked . 
.. our •sland ~sWol invaded 
.. our citizens killed. · 
.. our future threatened. 

dmericRMI cltan!N' fro"' 
A NATION AT PIACI • • TO 

A NATION AT WAR f 
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••:AU& uw :M __. '"' 

THE 

SITUATION 
IS 

VERY 
I GRAVE 

u va:wua .. ,..._ or tHI 

There is 
IIOT.MI 

.. Om cs.~~~l 
•o TIMI ~ ~~~---~-~ .. trn~~l 
110.~1t!H~~/ 

Uncle Sam is in a fight 
for Life and FreedOm. 

ALL IDLE DOLLARS 
MUST GO TO WORKf 
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•• SO TODAY 
. 

~~~~~~~~ it becomes the 

General Motors Corporation 
through its Managerial and Supervisor~ Staffs 

to see to it that all employes 
thoroughly understand the 
purposes and benefits of the 

* * 
BOND PRO~RAM 

and that ~hey are giv~~ the 
opporturuty to parttctpate 
to the fullest extent. 

To properly disc1iarge 
this respons~bility • · 

GENERAL MOTORS 
wi/1/naMC"rak 1111d OoNiHCf 

A BOND 
DRIVE , .. 

Desi,ened to reach every 
employe · · · 

al H'Ork and allwm6/ 

-
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............... _,.- ,.._. 

THEPuRP0$1 
OF THE CAMPAIG. 

NNt'e~~ •• 

EVERY 
GENERAL MOTORS 

EMPLOYE 

and, tiler"" ~in 
theoltjediw Of.· 
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THIS OIJICTIYE WIU IE 
IWIIRJWAYS: 

1• THROUGH REGULAR 
PAYROLL SAVINGS 

Tile neceasary procedure for 
employee investment in Defense 
Bonds through payroll savings 
is already established. 

• 

This procedure is not intended to 
suppfant the systematic payroll 
saving method ... but rather to 
supplement the payroll aavin~. 
Thus, General Motors will accom e 
those employes who can and will 
make outright purchases of llf.Gil­
Bonds throu~h the CompanjTrom 
idle accrued' savings . 

~ 'l( (~. 
· * t il- ** I . ' ( 1 ! 

CAMPAIGN w 

EM ItEM 
· · that will be in effect for 
theDuration· will be -• 

* * * 
. . 
The insig'ri1a contains the letter 'V' 

for Victory and the \Wrds Sa116 · · · 
<ferue .. which dramatize our 1gltl ~ 
for £ijfJ' in the present emergency.· 

• 
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.... u. •• • ... .--

·!fo make this campajgn effective 
and to obtain desired results, ··it 
will be broken into 1/ree foates · · 

D PRE·ANIOUICEMENT 
· The period to arouse curiosity 

and stimulate empl~ interest. 

U ANNOUNCEMENT 
The period *n all emp)oyes 
will be contacted and given 
an oppc>rtunity to sul>scribe· 
for the Bonds. 

D POIT·ANIOUNCEMEIT 
The riod involving individual emroye follow-up inddwti~ 
for results. 

*********** 

----- . _,3MeJ 

PRE·AIIOUIKEMEIT 

where 
INTEREST 

NIM l/llitf-vp 
prior to the 

formal Announcement. 
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••••• we 1 •·~ 

-rZ_ . .,._L..:.- • F 

~~·· .. 
mfo.ar:ouse the curiosity and ~mum 
int~neral Motors· employes 
in the · nd Program. 
A11-it'CAMPAIGII 

. ~.:-·~WI &.$:...1 '-.<# --- . 
"""' lie allit I'UI.::rm' ~ 

APRIL SUaDd APRIL IS!!! 
{~/t!'-W IWJiitJililtati -·----­tkUeloperlio 1te1p !fOil aiiRin ,_,,. o6pliuet: 

____ , •. ,_ 
IUWIIII 
··The majority rl Geoera1 Uolm ~ 
pass the time dDdt setm1 tfmes a ~ 
On the !DOOling ci Apil8tlthis I_IIIStlq 
poster will appear near time clocki · · m. 
balleti.n boards and cd1er ~ces where ' 
General Motors em~s Will see it. 

-
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avmcvauvwow ov 1tu 

.TEASER SIINCIL 
• ·To further arouse curiosity and 
interest in the campa)gn··this 
design will be provided for 
stencili~ on floors. sidewalks 
and walls in and around the plant. 

U'fKin1a -· ..... 

TIASIRIIOIICI 
. .buririg lbe Pre-Announcement 
. perioC[April8th to April U~tJj. 

'· ~ ·: t.b]s teaser-notice wi)l be 
l atbahed to: the pay checkj or 
time card of atl employes. · 
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DIRICI·IW·MAIIr 

-.·To intr~e the in~~~ 
GeJferal ptothls 'Direc:.l..r.Mau 
. enttre family. til ~1· will 
card,em!Jodying teaser ropy;~ 
be mailed to allemp)cyes at their 
home addresses. 

PLAIIT PUBLICATIOIS 

.. Articles .a!' a teaser nature regard· 
ing the campaign will be carried 
in all plant papers during the 
Pre·Announ.Ceinent periOd. 

-· 
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Uftii'V• .. ,_,.. 0111 • .., 

.. The right kind of otgani.: 
zation and execution of 0 

pre-announcement activities 
will 0 

THI 
ULTIMATE SIIC(EfS 

of the 

IOIDDRIYE t 

tFYiaoRY 
··and enable you to launch 
your Bon<fS'ales Drive with 
an fJUistam/i~ IIIIIIOIIItctm~nf 

-·--- -·-
AIIOUIKEMEIT 

· ·It is highly important that 
the Campaign announcement 
be made with all the force 
and drive that can be mus­
tered. The announcement 
must be illlpimli»tal and 
stirring. It should reach the 
majority of Oenera1 Motors 
employes on • · . . 

ANNOUNCEMENT DAY 
APRILI6!! 

The folbwing materials and suggested 
activities ~ provided to help }'011 
make )'Ot1t announcement most 
successful • • • • • • • • 
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ANIIOU.CIMIIn 
RALLIES 

*Announcement rallies 
should be held at all plants 
and division locations on 
April 16th,.. * At plant 
locations where more than 
one shift is involved. the 
announcement should be 
repeated for each shift. 

· In any event it should 
be made at a time when it 
will not interfere with 
production • • • • 

...... -.. ~ ..... 
• # • Announcement Rallies 
should be planned with care 
~al;r:ii& t11·. 

I· MAITIAL MUSIC 
Z·CAMPAIGI SPEAKER 

The program should be of lu• than thirty 
minutu duratl.on, and it is hWtJv ~ 
that the speaker hm the abllit}r to make 
a s~ lnspiratfonal address · . . . . 
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- -(Wlttt 

APPLICATION CARD 

D lnordertofacilit&~au: 
1n the Bond Drive for~ and foremen 
__.,al sav!Its, ~t ddre ed sealed t;fiidismbute a spec~y a ss , 
envelope containing. 

• .. '• L .. .. I '' o ' 'I I ~ I ' 

---~---· ... -
n; 

0 Department heads anc1 
foremen should inform 
employes that • • 

The Application Card 
MUST BE RETURNED 

regardless cJ. whether 
the emp]oye subscribes 
to the Drive. increases 
his partidpatlon in it or 
&xi notliing about it. 
,,Aretum~is 
provided fir this purpose 
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Each new employe should be 
given a · · . 

PAYROLL 
SAVINGS 

APPLICATION 
CARD 

HIMn Je ~ ~ll4fl Np 
··and an effort made to secure 
his participation in the pl~ at 
that 'time • *If he does not 
enroll in the plan. P,e, sh~~ld 
be followed-up each t'hlliy days 
thereafter * * • • • * 

~ ~ .. L .. < .. t ... ' C ~ r1 • .. '< 

•wn• -••••• 
On April 16th, Immediately following the 
AnnoUncement Ra1lv. the teuer posters 
on time cloclts, bulletin boards aDd other 
places where General Motors employes 
congregate, wUI be replaced with this 
attention·arrestmg announi'JI!!!)ent postet. 

• 
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uvawu• UfJIIOJ(lGI' tt41 

ILLUMINAftD SIGN 
. 
• ·'I> serve as a constant re­
minder of the drivt\,this animated 
and illuminated sign will be 
placed near time clocks and 
at other points where it may 
be seen by large groups of 
employes .. .It will remain in 
use throughout the entire drive. 

-
-DSRIEID SIICIIR 

This sticker on car windshiekls 
is another means i>r publici~ 
the drive . . 
A larger size sticker for 
home windows is also supplied. 
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UCWl4'1D we• oa,-.-

DIRICT·IY·MAIL 
TO IMPLOYI~ HOIWII 

• ·This attractive direct·b'fmaU folder 
'containing complete Information 
rewding the Bond Drive for VIctorY. 
will be mailed to the home address Of 
all General Motors employes on 
Announcement Day. 

·····----
QUOTA s 

• • 
Quota bouds wiD be =011 An• .. •ncement Day ' 
showing the e•tablished · for all divisioas plants 
and departments. In cues where plants opente.onshlfa. 
additio~ boards will be ~ to record tbe ~ 
of parttclpttlon among tli8 employes of eacb. shift. 

A lll&Ster QUOta holld will be displayed in the GenetaJ. 
Motors Buildltlg showing the quotas established for 
all General Motor~ DiVisions. 
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- ....... , ., ... . . . 
.. 

BONO YI(JORV An tl Q~IV£ jor ,J /6 \ 

DISPLAYS 

**To stimulate further 
interest in the campaiKn­
entrance, lobby and wincfow 
displays should be used 
during the announcement 
period wherever possible. 

~ ..... ,,., ... , . ... .... 

___ , _____ _ 

PlAIT PUBLICATIONS ·----.-;....;_.....,;;;::> 

· ·Current issues of all plant 
pa~rs will publish reports 
on the~ss and results 
of GenerafMotors Emp]oyes· 

"BOIID 
DRIVE 

II for . 
WICTORY11 

-
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NE~PERPUBL~Tr 

Appropriate newspaper publicity 
stories will be supplied. These 
should be released followi~ 
the Announcement. accompanied 
by photographs of Bond Drive 
activities at plant locations ... 
Tire pltqfogra}>ltt~Ue fo k fRken hcallv. 

·•••o•:aatWMI .,..,... 

If Announcement activi~ 
are properly handled.every 
employe will thoroughly; 
understand the entire 
plan and be impressed with 
the importance of each 
indi.viduats participation. 

====*==== 

, 

II. lo lo '' U N f I M I " • < ~ 1o1 6 ~ , , N 
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POST· I I 
;; AIIOUICEMENT 
~ ~ ~ 

T 

While the Annouhcement of 
the campaign is important ... we 
cannot hope to attain our objective 
during tile brief Announcement 
period. It is essential therefore 
that a well-organized. sustained 
Post-Announcement activity be 
·carried on . 

:Ji reach llt6 ulliiiiRfe !fJRI of 
IOO%·EIIPLOYE MRlKIPATIOII 
IOIID DRiftn M. \\aoRY 

• · the following Post-Announcement 
Activities are presented • • • • 

~·w u• ,•-•• 

MIIUTE MEl RALLY 
To maintain morale and ~ interest 
at a hlfh pitch.MinuteMen Rallies 
should' be conducted in all plants 
and divisions * * * * 
~rams conducted at these rallies 
~hOitld be smrt, carefully planned. and 
include repom on progress made to date. 
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~3MW•.1J•u 

MONTHLY POSTER$ 

hllttuilt[ lkAIIIIfJNIIctJMnlplftn, 

NEWPOSRRS 
will be furnished monthly. 

:aawco&- • ,,.., 

.. 
1 
PUBLICIT~~~ 

I 

! .. Following the Announcet~mt 
~ ~ontinUOU$ ~of publicity 
will e direc~ to empJoyes .. 

* N WSPAPERS 
* PLANT PAPERS 
* C..M. FOLKS· · and 

I · * SALES NEWS 
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•utDua- • -.HI 

QUOTA 
ATTAI.MINT 

AWARDS 

a~l' .. 
of individual. plant or · 

departmental participation, 
these special awards will 
bemade: . . . . 

= w -~ 

DIPARTME.TAL . 
AWARD 

··Each department securing 
100% participation will be 
given this s~ial General 
Motor~ Award . 

. . · ·.oo' · ·. ~t t;;..,.ztAJtu &,o&,u- • 
: BOND DRIVE : 
· ·FOR VICTORY • 

* * ~ * * * * • * ... * 
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U!DlW 88 ....,_... 

PLANT AWARD{ 
Each plant attaining · 

~~~ .r ... · ,, 
IMPI.Ifl PARTIO 

•\ 

ORMOU·· . 
will receive this special !lag frOtD 
United States Treasury Departm 

r ' ' t o>. " ,. • II .. • 1 "' o " t , ~ M , A o '• .. 

------
THROUGH ENTHIDIAJTIC 
AND UNIFIED EFFolT •• 

-
.. .. ' ~ 

v~ry individual employe 
~ i~ General Mntori will 

gain full knowledg~ ~f,, r 

the urgency .. the pu~ 
the excellence of U.S. 
BondS as an investment"and 
" THES(I~, 

OF Tiii ' 
$l.ICAMPAIGN 

~ ... ~WILL ... 
I rlSS((I 

.. 
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,.Wft'.. 
*General Motors and 
General Motors· empl~ 
will~· 

iC * * 

SAVEAND iC 

* 
iC SERVE 

* * ill • * 

WiDOW W I 011'-,NI 

•**********•*•;ti 

... . 
AN 

• 1n 

OUR NATION~ 

FICiHT 
PORLIFI 

************•*•** 

• , 
• 
• I 
I 

-
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General Motors Corporation 
has been called upon to 
play a vital part in todays 

~ ~ national emergency. 

THE UIIIIED STAlES 60YERNMEIII ~ 
Hill atketl Htat our · · .. .. 

lf- RESOUR(IS • 
~ lf- PLANTS I 

,.. IQUIPMENT· · and 
,.. PIRJONNEL 

~ be prod to the production of euential , 
war matBiala needed to protect our 
homes and defeat our enemies • • • • • 

• -... 
• 

II 
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UV&N1111 U VWON Or l U I 

While everyone in the main 
understands the importance 
of an ·au-out• producti>n effcatt 
in armament building · · · · 

VERY FEW PEOPLE 
W~de 

ADDED FIIWfCIAI.:: 
RESPONSIBILITY: l 
theq must now share 
*TO PREVENT OUR 

DESTRUCTION 
AND RUIN 

. --

u...,.. IIIIYIIIIOII or uu -Mr. I- I t.hank '1f7/l< .... u-. 
Mr . .Bo;wm. Mr. Jorpe, do ;you haft a cl4alor iD-'> ..... uocl ..-q iD the United ~!toto~ I -v 
Mr. J--. Y•;,...dohaYO,oir. 
Mr.~. Tbe Secrttary of U.o n-.ry hu a •olunlaJy -· ~ ~ t.be oalo of bonda in oaeh countq and city. Would It bo ~lo'lter :youito oend a .. t of th- wonderful charto tc etch one 

of ;ycur detlers, tc be uoed In each count:y and city tc 8)ft them an 
idea of how you are puttilljl this campaip on I 

Mr. J--. We han oliOady ureid. ll.r. Bobortlon, tc pro•ido tho 
8ocrolary aod hia Doputmtnt wilh 1,000 of th- charta. done in doot euel form, 14 by 11, that Mr. Gamble will calre oat in the lloJd tc hia fOIIlonal people. And if Mr. Oambl& wantoo any mote help, we will 
ftJf1 tlad!Y supply him with all tho printed material be ub for 
t.bro~ tl\6 eorpcralion or through my orpnlut.lon. 

Mr. 'l'lawlwn . I want tc u.y if there~~. anvt.bing lacking In tho 
campaign of Ihnen! Voters, for one indioldual hero, I fail to ... it. I tbfnk ;you baYO ooYerod tho- wonderfully. 

Mr. s .... Thank you, oir. 
Mr. 'nllw>Yu. I want to uk you juot one queotion: 'The rep,. -.u .. Of-t.be 0. L 0. lll&do a nry dellnita otamnent u tc what 

~hera of tho 0. I. 0 . Intend to do and haYO done, and I wanted 
tc uk whether or not there Is any liblihood of duplication bet,.... 
your elforte and their e6'ort.a among your emplo,_l 

Mr. Jun. I am not qua116ed tc answer that, oir. I think .Mr. An· 
deroon might &nBWer that for you. 

Mr. Alii>aeolr. I think tharo will be soma du~lication of e6'ort. 
HowoYOr, I do think their e6'ort will be joined Wlth our e6'ort, and 
tbo ""'ii!:r.: in our plant will join in tho purcbaoe of honda 

Mr. . It ia nry likely that daring tho p~ of thil cam· 
paign ;you will eoordinate ;ycur 66'orll with tho e6'orto of tho repre. 11011tati ... of tho emptor ... ! 

Mr. Alma80lf. That la riabt. 
Mr. lb.wor. And undoulitedly some means wUI be found for coer· 

dinatltur tho e6'orte of all tho people in this partieular plan. 
Mr.~. It is not a Genenl Motcro plan; otis a General 

Motoro.,.plo,.. plan. 
)lr. Ra.wn'. I 'l!&nt to ""'!Ptulateyou on thiupi<D<Iid adnrtlalng 

campaip eonnectod with th._ dri'fe. I am ., • .., ev"" Member of 
Co-eould not han been here this morning to have beard aU you 
~tlemen. 

Mr. R-. 1 just want tc l!ly tc you gentlemen tbat I think you mado a marnlow p,_.tatlon. 
I wlM tc make this further eomment, that if the emplo,- of Oen· 

oral Moten do u magnill<ent a job in this drl•o u they did during the 6nt World War I triOw of no in!l.itution that WUIIIUI'J'QI them. 
Mr . .Jialrs. That is very kind, sir; thank you. 
Mr. Rclaaroo1<. U tho gMtlomen l'Oprooenting Oenenl Mo«>ro are throuc\1, I would like tc W< tho Secretai:y one quootion. 

· SecretAry MOIIOilCTJUv. I jul!t wanted to 1!1)' tc tho gentlemen of tho 
committee that I appreciate very much your eourtesy in lotting .. 
OQ<DO hero this morning and uplain this plan to you. I allo appro • 
ciU. Sena tor George Ctlttling over. 
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29li() R&V&NUJ: RIVISION OP ltU 
, f • 

• r ·~rol Motor1 have dono a vory 8ne job. Aa I aaid earlier, we ba.,. IIOIJle M,OOO other ~>~lsi..- oooctrnl tba~ bavo eotabliob~ ,t,(llt:n,~":!'d 'l'e ox~ t.o ~t tho bentfit of the ou......, of thia very tml1!1lX,'P,IO~J,. oue·and tlaoorale plan of Genera l Motors and apply. u(~t;i ~~- AJ>, aU of th- 64,000 corporations. That number io CQM\<Im : m • • ing. Wo now b .. o <nOUgb oorporotiona who bavo ~br ~ • ' a pl&n that we are roaehing OO,f#J,OOO out of the 80~,WO S!liJ>!O)·m't ,n indualry, and our ~rogram is to reBcll the entire 30,000~ ~p~ ip indllllry eo thel'fl will be regular poy-roU deduodOil$ e•·ery1 wee1toe; a volunl&ry ~ · • ' '1. • The thing I wanted the opportunity to show wu that {J,~·~··J oi:~17 • qucotion of tho amount of money, but it is the amqunt 0~.· . w" wbiob aoeo into the plan, and wniob ean only b6 ,i.n'sti/ ' . i iLi.*, •olunl&ry. If i~ Ia a matter of l•IJ!slation, with an a'!!,Orili~<\-'1 1\0, tion, thon aU of this thought and elfort which ia going,~1!J!.l4;~tri natunlly would not be neeessary. It would be very mu' u•&~:'lt'i~ the ~uury,.ltaltdj>Oinl, if there,...... a law wbfch PT<I_1fi ~lor·llte deductron of o Of!Wn amoun~ oodt ,.. .. lc. But I pe~i17, ~ when eaob employee decides in bit own homo that tlti.t,is,:w~at -~ to do, th~ that will go a long way toward .holpirig •win 1.1t1• ~lti we are faOUig. •· · · • • . u Mr. CoonL )!r. Socretary, I am.glad to join with other~~ ... ot t!t• oommittee in oongratulatujg you and the G6neral MQt<tr ~ra, tron and tho empl~yoee of th!J( oorpontion for tbiJ opleitcji~!P~~ioiK\ e.l!ort, and for thiS ~o.ut proRntation whiob baa bOen ~· today. ' • I • I . I am likewiso intefOJ!ed in tho t lfort which I am J\11'4.8~~·m~l'\'l mg to reaob the ~ l'OO,OOO,fHJ people of the oounti'l<, 'iii11fl.di\ion to the 81),000~ empl~)- in ind'!'*>'Y· . . : :':' 1 '"""' , .. 1 • Do you deoiro to grve us any rnformal.ion at t.ltJB t\llt• .~.;qg thol; hno I "" ' " C!&a } 1 "'1!\·j'f ,. , _.,..rotary. { OIQ.,....UII. I do not want to try theJl"f;\enceOt~1 DUttee, bu~ we have pl&nl we are preparing now wltm!by w~ to fix a de.l!mle amount th&L we u pect. from every oounll}' "'ld, ·l<IWD in the Unile!' Stat"!'• and in this plan we will u'"' not onfy ~q ,vQlpnla(y organ!zatton wh1eh the~ has built up,_bu~ we.l!&vo oome;§,OOO oommtt~ tlreody organized wrth ooer 100,000 volunteer~ of tho oomnutt"!!'t and wo ~:rpoel. to go into e .. ry oomm\IDi~. OJ14:.riilg every doorbell m tho Umted StAt.,. at leut onoo a mont&, ·· I I .. 1• 1 Mr. DmOEU. }lr. 8oeJ:etary, I am still persistent ijl trying to olit.ain oome anawer to~ q.-.on r raioed with ~!r. Reuther. • . . t Tho •oontary 11de of the ~· i• well and IIOOd and I p~...,me t.ha~ PF?bably the number of slacker dollars will 'be ~ry fe-r "'. · ,i.ho ~' p01gn develope. But "?uld :rou recommend in that 'oonneqtj.oq, or woUld the"' be any oom:10n whatoo<er dil'flcted towahl ~~ p-.oplO who may ecoiJ at the plan and·n~ havo anything to 4o wid) jt, t · i 1 Secretary Moooz><nuo. Mr. Dinaoll, when you hav0'~t.rp• ypi.iptlt4f plan you cannot hal'e coucion, ana we cannot bring pt'tlll!lW'J to p.p.r
1 

OD the people. ' . 
Wo tn the Tre~ry very eal'flfully weighed two 'aJt.irnati·r ''.he, voiJ:"teer pla~, w1th th~ poeeibility that tliere would be ·a. ~';';"~ jn eao oommun1ty who wrll n~ IUbeCribe, '!"against fq~~.. , ~~ made a. 'ftt'J eJ<. lhrdy of the vanoua CU>paign mothodi usod dunng the Fil'll. World War. Wo do not expect to paint .w)),C!dy.-. 

--o.u•• 
~~ ..... r-"" a~Gpoot t.o pat u. ... boiUDd buboid ;,;n It tlioY'doftol. Ulooribe to u... bitDda. ' • . l . • ~~who do not will ha .. to ~ iD lbo&m eoi-;...,. why they do not, a.nd the communi~f will be abl. to jDdp ~ But l am bopalul,.ancl' I ba' .. au · bonlldonoo in t.ho Amorlc:an ptoplo to bolla .. that t.lJelnambar of peoplo who ha .. t.heiiiOIIOY but fofUoo to boy the honda will be aucb a llliallnumbar that tho p>d of tbil campaign, I boJ!ev., oo fu oat'lnicbo tho t-ibility of on ...,.. favo~le ell'eet that:, u fa.r u I am ooil<>ornod, and eo..,..._ boing d.!J~·.:ra:m.llootmue along'tbil path, Unl .. eo.,... dll'flCia uato 

Hr. DnoOilLL. )J(r. Secretary I am not ad...,.tin« any olocbde or • _,..;vo, repreooi .. motbode, bu~ the Treaoury dia mlb a .-.m· mondat.lon here, I think the lut time you •appeal'fld befpro tha ooat· mi-, whiob Mel me to aak that qoeation, and I wu w~ wbdher you Woo11d be •tiJIIed with olrimmlns oiJ what you ooa1a obtain· hOm a volunteer oiJort, with tha oooperauon of labOr and man· a~ent' and tho Govemment, and If oo, with that porcentaae, bow­ever amaU it ~y be, tho ~ may be willlna to paalliat by, or malto oertam .-mmendationa. Mr. ·eoo .... I do nut think ho munt the Treaaury recommended o !"'mpul.lory plan. The Secretary reoonunended the inotallment poy· mgoftaxes. 
Mr. Dncoa. 'That ia nabt. 
Mr. RoelneoK. Mr. SOeretary, when you appeal'fld beforo 110 on llarob 8 I wed you about oompu110ry savings, and you very tt.rongl)' l'flOOiillllenC that we do n~ at thia time adopt oompuloory •oingl, bot gi-.. you an opportunity to try out the volonl&ry ,Plan • When you retu.mOd on ~fi.rcb G and we had t.ho debf; bmit bill before u,s, I agai.n brought up the subject and asked you how long you tbOuabt it would iab you to arnvo at a ooncllllion u to whet68 or DOt. tlto voluntary plan would ..,.,...,111 functlon, and to that queo­tion you l'flplied as follows : 
I woold I&T between oow aa4 tbe 1ft ot JolJ. 
Aze you still of that opinion t 
Secret.ary MOIIOCNTBAo. Yes, sir. 
Mr. RoBEII'I'IO><. You realizo th•t you only have Z montha and t• daya before the lit of July. 
Mr. Cuuo><. Mr. Secretary, I ooald not 1~ thla opportunity go by without referring to one la.rge voluntary sales orgoniution in tha Unitod Stat<S for the 8alo ofl>onM. and that ia the triple A organ!· utioo under the Department af ~eulture. I am personally acquainted ••th thla p~ in tbe State of Kanau. They hold a Stale meeting and deo•ded to sell $t,f1YJ,f1YJ worth of bondJ between January 1 and ~fareh 1, actuallY they aold $3,000,000 worth of honda betw..n Januag 16th and April l&tb. This meano that the Kantu farm organiution baa oold oo the anr­~ one $25 bond for every fann in the State during this period. The 18 Statee that compriso the wMtern region of the A. A. A. have oold at lout $20,000,000 worth of honda during the ame pariocL I do not havo the flauroo for aU of the StatM lnit do wan~ to Dllllltioo that tho Stale of Wi100nsln bu oold over $3,f1YJ,f1YJ worth of honda 
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ud WaS. aa a,..... of ob 1116 boDda per ~ 'lloll 
~ Ttt7 ~l;ldocto~ without '!"ueh no• or fllllfan. 110 Ilion ~ pup m tho UIUI<Id SW. thaD the t.r-.of 
tlaio N.OO... 

8ocntary )(-'""""· UDder tho l.riplo A orplllutlcD ~ llan their coanty oommiu.-, aDd tho N otioDal o...,. bad a meetlll( a 
Woroooter aod IP"' ua wholoboarted 111pport on.he farm .,......._. 
li<>118, aod they Ji&n been perfectly masoiBoent. • ·' 

Of 00111'118 1 do not neod to tell you that thia S. • blc oountry, aad 
whlle it ;;;ii\it be quootioned whether it '!'oul~ be ~y follOwed, 
you CAn 800 that if we could mab a drive like tliis in ~ ao4 
Jabot it will not tab Ttt7 Jona, aod tho thiDg thAt li"' 1110 eo IDII<h 
•tiofacticm S. that in a drive llb thia, w!Uch muat llaft co.t 0-..1 
Jiolon maoy thouauda of dollan to prepare, they 1.1'8 l*'feotJ1 
willlng, not only to put the literature at the diiiPOI&1 of &DY other oomp&lly aod alto tbOir men who are very familiar with it &Dd ..,.. 
perfoct.ly wiUIDg to do aoyt.bing they can to uei8t. They wqt to 
help ua 1:0 p.....,t this to other oo~pani•. aod &how; tho'!' Ita tech· 
niquo which they, on aocount of their upenenco and mr.oJ.li&omco, on 
able to dovioo. 

1 
. ,_..,,__ . .._ .lir. ~AT • .lir. 8eclotuy, pardon mo or m~,....... ...., wt 

.lir. Hooley, a momber of our oommituo, modo tho oboeriation a fflr 
minutoo '1!0 that he wiahod every Member of Congrooe oould han boon prooent to hear thia proeentallon thit mornilljf. r . , • 

I oft'er tho sugg .. llon, and, if it ill in order, I wiU moire it in tho 
form of a motion, that tho clerk of the committee be authorized tO 
eocun from tho GOvornmont Printi.ng Oftloe a thousand oopi• of thie b...nng for ditl.ribution. 
If that Is in order .lir. Chairman, I mab snch a n>Oiioo. 
The C.W..W.. ~r it is in order or not, without objoctioa; 

it will be aoooded 10. 
.lir. Secretary, [ want again to oongntulato you and e.ch of tho 

witnesses who came with you for the fino ~n>Selllation that hu• boob 
made of this oubjoet, and also tor tl1o splendid exhlbits you have 8hown 
us. I want not only to oongratulate you but thank you! becauao the 
cb&inn&n believeo it will be moot. helpful to the commi lee, aod the 
publicity will ha .. a oalutary eft'ect throughoUt tho lmgth &011 brudth 
of the land. • 

Wo are glad to have with us !hit moming&nator 0~ tho cheifo. 
mon of the Senate Committee on Finanoo, and we will be very glod 
to have a statemf:nt from hhn at thit time, if he de&irt!f!l to make one. 

STATEllBIIT OJ' SEIUTOII WALTE!Ill. 01101101, A BU'ATOII J'llOX 
THE STATE 01' GIIOIIGIA 

Senator O....aL lli. Secretary, I aimply want to ay that I think 
the job done b)' General Moton aod the workers in General MotoiS ,. .. 
ID()Ol thorough, and I belien it wiU be productive of if6&l onthuoiasn 
~bout tl>e country for the voluntary program. 

I think • ''Oiuntary program mu!t be an voluntary, or elae the pro· 
arain must he oomt>uloory, and iJ it 'i"n be workod out on the volun· 
!ary baois-tnd l am convinced it can be-it will be Wlnitsly better 
for the country •nd better for the Trto!ury in tho long run, although thoro is moro work involftd. 

1 am ntry haf>py to ba .. boall invit.d tblo ~ to ~ .W. 
~and to hi•• houd ihooa thia pJai,. • 

I think you very mUch, .lir. Chai ........ for ~viDa me tho j,.;~ 
Tho Ca.\JJuul<. Let me ay, .lir. ~. I t.m 100 -~ beh.iild the volunta'l program. . , 
Tho oomm•ttoo Will take a l'OCO!Il! at thia lolme until l; 80 o'clock l.bfs afternoon. , . 
('l'boreupon, tho eommitl<lo took a roce.. until 1; 80 p. m. Qf tb;,-

clay.) . ... . _ • : 
An oow U8low 

(Tbe oommitteo ......,.mblod, pUnu&nt to the taking of .-, at 1: ao p.m., Boa. Jore Cooper pn8iding.) . • 
lli. c-a. The oommit~ will pi- oome to ordu. Xr. Paql, 

you may proooed. · . • ' ' .. -· .. .... 
ADDmOIJAL STATEI(I)fT OJ' IIAll'iloLPK E. PAUL, l!l'EClAL 'tAX 

ADVIBEII TO THE 8EOIIE'U.IIY OJ' THE TIIUBURT 
Mr. PAUl. Mr. Chairman and ~tlemen, i.o his llat.ement to your 

oommiuoo on March a, IN2, tho Secretary of tho Trotlonry noom­
mendod tho taution Of in- from outo1&nding u ...U u future 
is&ueo of State aod local oocuritioo. I obould like now to disc- this 
recommendation more fully and to p.-M supporting evidence.• • 

L 1'U& EOO.lfOIO.O 188Vt'A 

The p.-nt war emergeney makes the immediate elimination of 
tu·exempt eeeurities an 1mporta.nt step in eound war finance. Un· 
der war conditions the withdrawal of the t.u immunity from future 
isoueo alone will not be enough. What is required now is t.bo i1111D0o 
diate removal of tax eztmption in all e&BOB i.o which tho Fodera) (loy. 
emment is not bound by i~ o"" plodgo. 

I. Th4 rovenu. Z..1 frotr• l.ae •~omptiqn;, 1Ub1tanlial.-Tbo annual 
1068 in revenue from the tax exemption of State and Joe-' oocurilies 
under tho rates proposed by tho Treasury ill eotimated at $276,000,000 • 
at 1942 le•·elo of buoiD088. 

2. Tiw ,.._,...~f._ ,_ eumptitm 1DiU coftli•.,. w •-~ This ia a largo& amount, but tho oontinuanoe of tho existing tax uunp­
tion would not 8t&bilize tho revenue lOBB oven at that large figure. If 
the taz uemption were removed only from futul'!' iBaues a coNldu­
ably larger revenueloes oould result merely from the ehilting of out­
etanding iB8uos from holders aubject to little or no inoomo tans to thooe subject to higher rate& 

Of tho $20,000,000,000 of ouch S<Writieo outo1&nding on Juno 80, 1041, 
~12[#11000,000 were held by t.&x-<!xempt iuatitutions, governmonts, 
bUlb, maunnoe oompaniea, and, to a smaU 011tDt, other busiDM8 oo... 
porauons (table I and chart I). Tho oocuritieo of thft!O holden are a 
huge l'l'liOf'VOir from which indi•idualo oould increoae their t.&x·freo 
hofdings by •• much as100 peroent, even if t11e w-uemption t>riviloge 
were immediately mnovod !rom all now iosuos. Additional shiftt are 
f10$8iblo from individuals in low.inoomogroupa to individuals in high· mcome groupe. 

1ao.. • t l.botelthn.t ~ 11 .. ppCJMia ·~ • At,....., ru• tiM.._ r. .. , ... *at ll84.oof.OOI. ......_,.,_pc.»-.1 
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J.ll .ell tr&Mfen of -..dine tu uempta to i.ndlridaale with 1arp iDeomeo yield ~by -r of lower 11iUre1t nu. to Slue or locil pnmtDIIIIa. n.. bODeftla of .ell t,.,.,en u. ooniiDOd ma1n11 to the ..Uon, who obtain ..U.dlall eapital ~ and to the bu7vt, '11110 obtain exemption from regular and wartimo inoomo la:r ... a. r .. ...U """- liWrtulaU tae ~.-E•en before lMI, the trend towud the ooncontntion of tu . .uempt IOC'Uritieo in thO banda of indhidoalo in the upptr inoome braebla had booomo noti..,_ able. State and loeal eeeuritiee h .. • oonltituted an in~ I*· cent~&" of the wta1 ueeta of large eetateo, and there has been a pi'C). DOUilCed and oooaistant teocleDOJ CO< tu.aempt IOCW'iliee to oollltilute a greater pen>mt&ae of the lUger tha,n. of the ...WJ .. eataUe. lror net eotatea ot $1,100,000 and O'IV1 Sta&6 and local oecurit.iea a .. raaod U P""""'t of the grce10otate in 19i8 and lU percent In lGfO (tabfe II and chart ll). 
We may reuortabiJ upect a torthor in......., in tbe movomont of tu.-mP4 eeeuritioa into the hands of U.C. wi•l- large innomea beea.,. the recent and anticipated tax rate inc:reaftOO provide ne" and powerful motiveo to individuals with large incomes to UI!O thia moans of tu avoidance. Under the 1m lAs rates propooed b1 the Treuary, an individual with a ourtu net inoon>e of $100,000 hem other _...,.. 'II'Oilld obtain u large a net rewm, after tans. from a ~~~ perct11t municipal bond as from a tunble investment yielding liOJ percenL Other illustrations ars preoonted in table 8. 
4. Tho <>UUtmulinv t~t ,_,v;u ... ,.. not ptmJM#a ;,. .... lkipotW.. of~- l4flo....U..-The tontinuanca of the tax tump­tion of intereat on Stata and Joeal """"ritiea mableo the boldtrs of these eecuritieo to avoid not only the pro-war. BCale of inoorne tasee, but also the tu rat& incrooscs n.....,itated by lhe war. Most of the ooutanding bonds we"' issued long before IMre could havo been any aerious apoctatioo of wartime tax rat<& Of the ~,000,000 of State and loealoecuritiee outstanding, $14,400.000,000, or almost 11•­quamn; of tile total, has been outo(anding (or 6 ycaro or mo"' and Sl~?00,000,0001 or over holf of the total, for 10 years or more (table 4). Tu eat mpooo •nablea the holder. of State and local oecurities to Mjoy an esempcion for wbieh few, if an)\ ean be Aid to hue paid a pnee ·~ all oommenounte witll the bentn<• ,_;ved, In90far as the ooupon rates of inte•·est and tJ1o market prices <>f Stat& and local eecurit;.., l'ffteeted the e .. exem1>tion privilege at all, they reftecled esomptioo from much lower lax raus than thooe in ~':""J""'t. and, in m<* c-, than thea already in foroe. A penon w1th 1noome from othor _,_ of $1001000 who purchased a 4·percent tas ..,nmpt ,. curity in 1929, obtained therefrom the equivalent of a taxable return of U6• percent under 1929 ratee. Under tho rateR proposed by the 1'l'ouurY thia indi\'idual would dtri,.. as much benefit from his f ·per· oont tu·fnle bond aa be would from a tauble oecurity yielding 83'Ao percent (table 6). 
6. Hotdtrr •I W:.·•-•1'' fecuriti .. h<>•• •nJ<>vod rub•t<>ntWl teind· !all• duriftg ,...,..,, 11••rr~Bec:•u• of the ri~ m tax rat$;, and also beeauoo of the deehne in intert<lt rates, meet holdera of tas...emp< --.riti,. bavoenjoyfd aubotantial wind lalla duri~ I'O(ent )'e&1'8. The most ~mruon rates of interest on Sta~ and munirupal bonds now out.­standmg nre 4 to4J.!r pt'J'Ccnt, whereas thelll-nt mork•t yield of such 

,. 

-oa.;. ,._.n,. belowa'p.,_t CtabJ. e 111C1 dwt 8). For tto' 0. • ...,. 0011poorrae. OD all~~~~ Stata llld loealptn~DMDL 
-otiea wu juet 0=01 4 (, wh& i.bo Standard Statittica Co '• inde:r of municipal-boad elde for April'194llwas oniJ' 11.48 peroanL' e. T•-1'4'- ,.;,..p~~ab/41_,'"'--Tu-uem)!toecu· ' riti• produce ""All' ineq'aalitiea in tarbofdeas. Penoaa with,_ from propertJU.lD a poaition to bmolit ""* from this moana of tax awidanoe; peraons whO derive their incom8 from earninp benellt 1-. EverY inc,..... In tax rat,. h.,,_ the importance of lh• · ualitiM. ~c!il<:rimlnation betwem inclitiduala llld bot-«- d-o( indi­Yidualo .....Ututeo, &om an oquitalife atandpeint; tli6 llloot' fuod1 • mental of all ihe'obje«lona• to WX-omnp' eecurtiell. A lUrvey of 2a · actual retorno for tli:o tasa6J~·y~or 1940'rev .. lo ltow stl-lklnll" are tile ' diJrerenceo in burden reaultlng from tu'Uem,Pt -oritl... 11 tlie rat .. • ICMdulo propoae;d by tlie'Ti-eUury ft..,. applied to the tu.-pt, aa '11'011 uthe tuable,ineome reported on th.., returns, the "'lll"Wfota ta1 . lia6ility would be almoot'dou~U!d~1'400,0001 inttl>ad of S12,lfOO,OOO:. S.veral of tho caees wmmarited' In table 1 are rpocta"eular. In one ca:ae, out of a total raported' inoomo 0f app'rolllm&taly tt'l4,1100, no I• than seeB,?OO came from Sta~·aaj!JOt!U ,...,..riti.,., · 'nlo tax liabUlty undtnhepropooe<l'rat<tt 'O'Ould'be1264;800, if tile tu-e,.mption prl'ff. lege """" retained, but f&e,lOO' if tlio tat-uemption privilege were · removed. In ueoond eaeo, $81?1400 out ola total ln<ome oftt,loe,l!OO wu in tbe form of &ate and 1-1 interaot. The tu liability o ( ~t,eoo under pi'ODCad ra~<tt would be raiad to ~,aot) i~ the entira mcome were tuable. 

7. 1'Ao 7JNmivm paid, ftJr taz.e.,•mfJI' •ecurltle~ do., fUll rtjkct tA• ..alu4 •I tho Ia., .....,.7>11'""-- Tho dU!erenM between tufll' ~~id bf recipients of tanble and tu-aompt income would be lfiB moquit· · able if the boldora of tax-exempt OO<Uritiea bad paid a pmnium that relleeted in full the value of tho tax exemption. Thio io not the..,., 'rho pri<'e thai is' !let upen tho' tar•esemption privilcgt in• tlie open market diJI'el'll aubotantlally in molt caoes, and apect&cularly in the utnn~e ....., from the ftlue of tbe uemp0oo ll1'iYilon to the ioodl•idmll ~. The ....- IDJil'b( nr- of till .a .......... I" tion t.atu"' of Slate and· lodd' IM!Curid"' ;., roughly, o,....ba:ll o~ I J>t!"""n~ Thil' means tba~ in' idvortor who puiObaaoo a municipal' bond must oontent himoelf with a yieJa that it about one-half of 1 peount lower, befo~ allowance for tasea, tbu the Jl•ld he could obtain from a oorporato bond of <JOmparable qnality. But to an indiYidual with a surtax net income of $160,000, under 0\t ratee )"'Oil<MIC<I bv the Treasury, the tu·elltmption featureofttio municipal bond it worth 8vt timea as mucli u be has to pay for it'. A blah (ll'ldo a-percent eorporation bond purdwoed at par would yield brm only th...,..tentht of I pt.....,t dter Income tasee, oomparacf with tho 2'h Jltroent tax-free yield that be could'~ from a municipal bond' of-•t least comparable quality. The inveotor paya a half peroenL If "'Onld be worth bia while to pay u much as 2.? peroenL The value of tbe tax-exemption priYilt((e ••riea with the aile of indiridual incomes. To a ~n with an 1neome below the ~at &nmption, a 8-percent tu:~free MC~-Urity is worth no more' than a IIXIble security of comparable coot. To a married man with no 
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depondonll, with a net incom6 of $10,000, the ame 3-per<eot '-"­me -urity is equinlmt, Wider tho proi>oood rat.. to a t.uahlt ;.ue ' olding U l ~roeot. To a similar.ind!vid~ with a net~ of $1ij0 000 !he a-percent tax-free oecur1ty_ 18 _equ•v&len~ to a taublo ... .mtf yi~ding 26 perotnt' aod to an mdiv1dual ;w•th .a ~ income of half a million doll...., t.o a tauble ltCUllty y•el<iillg 10 
pel'CODt (tabla S). • · 11 th If tho volume of State and local BOOUrlties wore so sma at U.. whole amount avallable wao purcbaoed by indl•i~';l~ in the uppar incom6 braebta, the pmniuro paid for th- ... unties m the fonn of lower in~rett ra* might rtfleot roughly the value of the tax exemp­tion t.o the purcb...,.._ However, the larger port ~f the ••!Standing ... uriti01 was hold by Federal and Stat• trust fundS, banb, lD8ur&llCII companieo, aod other corporation& (table l). 8om6 of th- institu­tional in....,ra enjoy a tax-fret status. To ~tm tho ~ oxomptioo f eature h•a no value at all. Others ~"' sub)eot ~ effech,.e ';'&tea of t.axat.ion much lower than the rates 1m~. on mcomo r~ved ~y individuals in tho upper income braelret& No"';l'lly, U1e pnc:e paid for a pri•iloge of thio sort in the open marlret w1ll ielloct. the unpor­tanoe of U10t privilege, not to thOJnost urgent, but to the least urgent, of the aetual buyers. That ia t.o say, the premium paid . for tl!• .tu· oxompt ... urity will reflect tho importanoe of tho extmptlon pnVIIega to th-among the buyera t.o wboril the privilega is wort~! the l.eaa!-Purchaaea t.o noid tax .. al'6 not the only faetoMI alrecttng tlte j'eld of Stat& and local &ecuritie4. Some investo"" because of lega ~ quirementl their detire for Breater safety, or tgnorance of supe.nor llternativ~ p~ or retam State and local ...untieo even at 1101116 aoerifioa in interett rat .. and without any ~ to the tu exemption. Many wealthy individuals do notcbooee theu- inveotmenUieolely with an eye on net yiefda after taxes. The~ are also inllueooed by the desiJ:e to control particular businet!t enterprtaea, and reluctan"" t.o olw rad>· cally the oompoaition of largo boqueota or other large bol<iillgs, par· ticularl:y when such an al~rnation would entail t6e liquidation of prope.rtnw with poor markets. 

The net bolarioe of these fact.ors hu been auch that wealthy indi­Ylduala hue conaistently boon able to purcbaae tax exemption at bar· gain \'ri- This fact 18 reBooted in tables 8 and 9 and charta { and 5, wh1ch ahow tho spread in 7.ield betwoon oorporato and municipal bonds is small relative t.o po811ble tax bene6t:a. 
8. TA4 -.:olD/1M U.:.nempti;m 1DillfW>t rd..u Sl<l/4 and I<><GI oowrei~y.-The claim ia f~uenUy made that the removlll of tax e:~empuon would undermine State and local eovercignty. Somo ~r· eons havo argued •• if tho adoption of this propo<lal would give tho Federal Goveromtnt tbe powtr t.o lo•y IJ1eCW or discriminatory taxoa upon any or all operationo of State and local ~vemment& Nothing could be further from the truth. Tho elimination of tax exemption would not give tl1o Fede.rol Government the right to tax Stote and local interoat at n.taa any h!ghtr than apply t.o other forms of income. It would _give the Federal Oovtr~~I~~Ut no new powers over the opera­tiona of Stat& and local government& 
The ... uritiea of local govornmenta in Great Britain do not enjoy exemption from tho income tax of the ccnlral &":::tment, nor do thoee of the local gunnuneniB and pro.-incu of a or Australis. 

. . 
20&'7 

Further, in aubjeoting in- from State and local oecuritieo to the •me tax lawo that apply to otharlciJ1da of in00n10, the F ederal GoY· ernmont would only oo d oing what all of the all States lmpoci.og_pu­IOilal income taxea already do th•Dl8l!lveo with reopeet to the ob""' tiona of other Stateo and th"'ubdiviaiono thereof (table 10). ~- Eliminllti<M of t- -pti<M wouU Mil'! .....urauw ;,.,..., Stat• and loDal intm•t ccnu~Tbe "'moval o tax exemption io fre.. quently "I'~ on the g>'OUDd that it woald greetly increua ~ and loCal m~ ooat& 'Ibeae feara appou t.o bo cbmzvated. Tu exemption it only one of the many inftuen ... all'ec:ting llle mubt ra,. of intereot for Stat& and local tJeenritiea. Somo P"rsons mistakenlY oocribo the whole dill'erooce bot11'eon corporata and municipal bona yields t.o the tax exemption priruege. But a Ia!'&' part of the dil!v­enoa is due t.o the superior quality or grMW safety of State and local obligation& The dilrerential in yield lD {avo~ of municipal bonds wu gro•w in 19001 befo1'6 tho adoption_ of the Federal income tax, than !l. is t.oday (tab~t~ 9). 
Although the preeile effaet of the tax~xtmpc.ion pri~ on the market inw..t rata is subject to some dil!erenoa of opinion, tho Treasury believ .. that it is somewhere between one-fourth and flve­oightha of 1 perctnl. Bence, it is reasonable t.o sup- that the removal of the tax-uemption privilege would iocreasa interest rotao on new Stato and local lliSUea by something leao than on&-baU of 1 ·~ton the avcrage. 
The inwrest costa of outatandillg obligations would not bo all~ unless and until the obligation& were refUnded by new isouea. n will bo UY/0 bofol'6 90 percent of tho outstanding Sta~ and local obligationo have motured • (tablo 11). 
If other inter<Ot rates rl!lllained at approxi1nately their J'I"OOOIIL levels, the refundillg of outstanding tu-uompt obligationo ••th tu· able 800Urities would not iDC~Ua tlie intereot coeta of State and local guvernmonta in the \•ast. majority of COI06 sinoa the removal of the f•x exemption would be more than ofrl!llt by tho drastic declina that has taken plaoe in the general level of interest rateo. In reoo1t years new aod 1'6funding State and local itloJ08 hafe neraged about $1,000,000,000 onnuaUy. If thit volume should oon· tinuc1 the immed.iato effect of the elimination of the t•x immunity woulct be an incr<!A!JO in SlAte and local interest coots of about $5,000,-000 during the firat ~- EventuallyJ the annual dil!arenee wonld reaeh aboUt $100,000,000 i1 the debt or Stato and local go"'mmente remained at ita recent level. 
The net cost t.o State and local govcmment.J would bo less than $1001000,000 sinClli they would obtam incroaoed ravenuea from the a ppl>eatlon of their incoiD6 tuea t.o new Federal issueo, if Oona:r­consents t.o such taxation. 
10. Tu t:oempti~ •houl<t b• af>pr(lhtd a4 a JMnt FtdlroJ, Stat11 oM local problem.-The jndlvidu-al dtiun is not only a citizen &na taxpayer o f his ci!Y and State; be is no 1 ... a citizen ood taxpo,TU of his National Go<Unmont. B e ia subject. o.t ono and tho •me time to 
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t.uee !mp>eod by aU govemmente-Federal, State, and local. 1'­ac!ditionaLburden impOaod on tho .State and Jocal ao•eJ:JUneot.a mlllt bo bolanood aa&ioet tile new ren~Due rthat 'lfOIII.d bo ilerived 1rom Fed. erol tauti<ID. The DC burdot> 4111 the~,_. Ill llle ~ ... ;a whole will~.bo ~ by the.....-.1 i1t the -ptjtm -'-''­Wbtroulhe bumediate di6ren<:e 1n iftt~ OOlite w State ~di:i govomiJI!\Ilta woul4 bo about sr>1ooo,OOO a year and the ultimate dit. 
feronco m the nt~ighborhood ot •100,000,000 a §.!&ro iJ:!e Ft<!eral Qoy. emment would, urider the propoetd rateelor 11112, avotd an ~ 
annual loea in revenuo of t2'75,000.000 and tho poaaibility of •­larpr future loeaea in reven\16. Finilly, ~bo. tupa)'U"I of t)>o Nat!Qn u a wholo would bo btneftted by tho ehmmataon of au unportant aoua;oo of tax avoidance, and by a reeulting incroue in tho .equUy with whlch the total tax J.,.d iJ diltributed among our citiunt. 

JL ft.[& U0.U.. AW'D OOlri'DTO'nOl'fAL 1BIVII t:Nl'Otov.ID' Df t'Jitl: ~Of 
'r1l& 'l'llZAStJ1IT IIAICR a, 11421 TO J:UJIUfATZ TltZ U:ZKPTIOtf OF IMTD· 
rJn' OM ODLIOATI0118 OP ITATU .t.llo"D'7UIUl J'OLl"'lOAL ltmmVUIO.Na 

Tht Con~ p< 111 ·see the pow<r to le'7 a t.u an inco111011. lnttnllt peid on St&te and muoicipel obligations clearly oonsti.lutee income. It would follow, therefore, that such intereet is subject to the F ederal inoomo t.u. Certainly there is no provision of the Constitution which prohibita tho imposition of a Federal inoomo tax upon the interest. derived from State and municipal obli6ation& The olily poeoible boois lor ~iooing the constitutional val1di~1 of such a tax iJ therefore the aoeertion tha~ the holdtrt of such obli~tioM aro cloaked ~rith an immunity tha~ may be implied from the Coostituliou. In 1893 the Supreme Cpurt in Pollock v. Fctr1t>tt,.. LtXJ" & T'I'UI!I <Jo. (JJI7 U. S. 429; 11!8 U.S. eot) stated that such an immunity uiated. But the foundations ot thia opinion have bffit 10 weelctned by eu'-!uen~ c» tilions tha~ i~ oannot wilhltand a direct attack. With i~ lalll tho only borrier to tho •alidity of • 'F<l<lenl income tax on the intel'Oot received by such bondholders. 
JJ,. The beUef that tho PoUock .deciei()JI lias no validity today D!Ota upon theeo boeee : Fi.nt, it may bo arcued that tho adoption of the rixtoenth amendment to tho Coll!titution aftinnatiYtly sanctioned tu· ation of tho income from St.ato obligations, through tho Ol<P'- grant of power to ~be Con~ "to lay and oolloc.t tatee on incomoe, lrom whatever source den•ed." 
&eond, every other claim to private immunity from Federal income taxation, e~n thooo formvly ~ by tho Court hu now hooa vejoct.d. The iiiCOIII6 derived by Govtmment eontractort froln U>W­eonlracta wu denied inununity in Jiftcolf dJ Ed4y v. Jllitch•U (20ll U.S. 614 (1926)) and lame• v. Draoo Oontraotinv (Jo. {BOO U.S. 1M (1837)); tho incom~ derived by 1 ..... 1 of Government property from their leased property wu denied inununity in Hllwrlnfl v. Jlovntait> Produono (J~ (108 U. 8. 8'70 {1936)); tho ineomo deriored by Federal jud~ from thtir salary was in el!oct denied inununiiJ in 0'/JI~ v. Woodrough (807 U. ~. 277 (1939)). Most ailll'ifiean~ of all, State employees, who had enjoyed under OoU.CI# v. ])ay (U Wall. 113 ( 1870)), an unmunity from Fedora! income t.ut.ti011 •• dating that given to the bondholder by the P~ ...., wore held iD 

aavcwua UYWOII or l tta 

q,o.,. v. O'KH{f ,c.::. U. 8.40 (1N8)) to be IUbloct to l'td.ral inoomo taxation 011 • oolari& Lib 1M &ala tiDpfoyoo, 1M booad· holder ~era ..rn-, b.ia capital, to 1M Stale at a prica aad lib 1M emplo;rea !hot price mlllt pay ii!ICOiltribotioo to 1M J'tcleral n--. 1'lilid 1M tlieoretioa1 bMil of the Po~JM/> cleciol.oc, that a tu oa the 
inoome ~ State obligati0111 ia eqalvalont to a tax "" 1M bonds themoolvee and th111 ia a lax 011 tbo J!OWor of the State to bonvw 
money} hu bean llaliJ' refeet.ad by 1M Bup.- Coutt. In o- v. O'K•!.,_J~ Stocie .,d: "1'1» theory, which OIICt won a qUAliliod approval, that a t.u Oll ;,_ ia I.gally or _,_icall.r a tax on itt aouroe, ia no longer Wl&bl-." In pll.oa of !hot diocardoi! th&ory thoro bas been subet.itutod by tho Supreme Court the view that a nondi.­criminatory Fodarol inooUlll tu, dinotod at all citilono a1ib, il valid u ~ an1 cla.i.m to oonaitutiOII&I immuity boaed upon doaliDD with State gov..,._,ta. Tbat the OCOilOIIlic bUrdeD of a Stale .­tax upon mallriala aold to a ClOOirpJ,....flxed.fea COiltractor with the Fedenl Govemment •a but a normal incident of the organiaation within tho '8lJDO territory of two Independent tulng IOverel&ntiea" wu """"'tly &llDOiloood m AI~ v. King c6 8._ (814 U. S. 1 (lllfJ)). From thiacaea it would follow that any burden that may bo pa.ad on ocooomieally to State ~~~ boca- of a tu UjU. tho interoot derived from bonds 1IIUOd by suoh govornmonta il boat tho normal inclden~ of tho existence of two governmenta within the ..,.. territof1. Such an lndinot aad incidaital •oct doea not war­nutt a l'OIItrioti011 of cbe Federal taxing po ..... 

Fourth, great emphuia il plaeod by the llupreme Court in ita ftiOIIIlt opinions"" the duty of all indiridualt to oootribute their ahare to the 00011 of Govornment. Equally et.-1 ia th~ reoognition of the 
dangora inltoront in placing l'ltlr::i'~ tho Federol taxiniJ power. The Court bali thua Clearly ' that rocognitioa of any unmuoity on the pert of tho holden of obligatione would ralieve one grou~ of taxpeyen "- the duty of &nailclal oupport to the National Govomment and ourtail tho10verejgtt power of tha~ govem· mont to maintain ita exlst61lce. When the isle it eo 'fiewed, the ur­genoy of our p.-nt needl for revenue, greater than onr before, oompola the oonvic:tloo that the Supremo COurt will refuoo to oumpt the holden of St.ato bonds from th6ir obligationa to the Nation. B. Some individuala have aaoerlod tha~ while tho Federal Govem· 
men~ may JI0'8IlMI tho power to tax ~he intoreet on future i1001ee of State ond municipal obligations, ouch power doea not ~nd to the intereot on the out.ta.ndirig obligationo. TheJ .. pport this ....-ti011 b.r claiming tha~ a contrect. of eremption -between tho Federal OoV6mment and tho hold .... of suoh otlllt&nding obligation& 

However, no such contract uista. Althougli the vuioWI rennue acto have excludod from sroea ineome the intereet upon .. ch obliga.. tiona, the exemption promions in th- acta C&DDOt bo rtgarded u =· tracto between tho F ederol Government and tha Statea or the bond· holden. Thia oxemption, lib &nf other exemption, io limply. an I\XI)I'OS$ion of legislative policy which may bo chn2ed at any t•me. If 1uch & proviaaon were said to he a oontract, on lifio ground1 a oal· aried taxpayer might claim ho had a blndinJr contract right to tho eamed inoomo credit, a father to tho credit lor dependent children and 10 on. In abort, to th- taxpeyrra, and to the I&Xpe~r who poe-
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- Stat.. and loc!al obligations, the Federal Oo~mmen~ h .. modo no_prdmiles ~a~ existing lam would n~ bo changed. But iL h .. been 18f10rted, while no contract exi8te, at least the,.. it a moral' obliption upon tho Federal Gonmmtnt not to tax lllch iJ>. ~roo\ In .. _ of the exemption uitting at the time of their l8lmanea. But here again ~· grantmg of an exemption. doea not carry with it the understanding tliat it will be forever eent1nued. No doubt IDIUIJ ln>111on expocted a continued tu·free yitld when they purchased tlio obligations. But it baa been J>C!ihted out p11!,.;ooely tbit such erpecta. tion did not oxiAind to tho h1gh ratoo neoot~~itated by emergency eon· ditions. And every taxpayer takeo ~. ehnnce that~. rate. of tao and~. uemptions ~ereunder will chan~ Any ~er view of tha oituation would tum ~.tax lawa into siJitic rulea and by thua atrait,. jaci<eting 11!venuo legislation make it imp<>eBible for the Congroa to ldapt Its tu policies to changing conditions. • C. F inally it haa been eontori<led tbit ti'IOU.tory of ~. rati6ca. tion of th6 .lxt..n~ amendmen~ pro- that a~ ~at time it was tllo understanding that tllo words "from whatever 110uroe derived" did not give to the Con!{""" tlle power to levy a tax upon interest. from Stat& and local obhll)ltions. The oommunieatiONI and •r>eecbeo of Senator Borah of Idaho and Root. of New York have "been cited In an elfort to show ~a~ Conjll1!M did not intend to{ .. the interest on StatAl and municipal obligations. It would bo noted that this i.aaue ,... not raised until afui' tlle amendment had been mbmJtted to tlio Statea for ratillcation. I n fact, there it ~ ~at was 8Aid in tbo course of the debAte in tho Congr088 from which it may bo inferr-00 thot a 1ing~ Member experled or intended that the income from State and municip&l bonds and ~ salariet o f State and municipal oftioon and emplo_y- should be oonstiwtionally immune under the propootd amendment. 
When the .Uteenth amendment waa before tbo New York State Legialature for ralifieatlon Governor Hughes recommended ite rej<!o­tion oo ~. KfOUnd that the amendment jtlVO to tho Federal Govern· ment the right to tax the interest on Stato and municipJ•I 8CCUritiei. Senator RoOt took ~ pooition that ~.amendment merely dealt witb the problem of apporbonment and did not alfoct tho inhe...nt .J>O"'•r of tho Federal Government to tax incomes. In other words, tho .Uteenth amendment simply permitted Congrm to levy on income tax without apportionmont a.mong the teveral States, and U10t the,. f ore tbo ILllltDd•nent did not give to tho Congroa any powu ~at i~ did not previouoly h&vo, 110 that tho rule of tho Pollock """ was un· alfeeted by itt passogo. This woo also Senator Dorab'a pooition. While the Now York Legi1lature rejected the amendment on Governor Bugbea' adl'ioe, it waa ratified by that State amr his dep&rture from oflicie. It is thuo apparent that at thetimo of the ratification of tho sixeentb amendment by the ,.vera! StAtes there wna reputable authority on hotb &idee of tlle qu .. tion with respeet to ~ taxability of interoo\ upon State and local obli~t~~tions. 
Tbt.re is, however a stronger A-nswer to this contention. AB in· dicated above, tho ol,.;;rvationo of Sennt.on Borah and Root amount to tho asoertion that the PtJllocle cau wu unalfeeted by tho adoption 

of tho oiJtoen~ amendment. By~, tblt rulo of tba f.~ ~ ~ "•ince been rejected by tho. Sup....,. Court,.oo ~~than It no immun1ty allorded by th6 Constitution to 0.. lntuoot on th• ~ tn ihlt light tho ref.- to t.bo ..,._~ a.mondment boOOme wholly irrelevant.. ' 
TA&& 1.-7'o~, 8'•'• e..r IONl ...,..Htt., ., dUfU o.J AoiW, ,f ... ,., Jl.jl• 
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amve~ amlltoN o• u u 
Mr. p.,_ Mr. Cbaimun, I would like to inot!'t in the reconl."" opin.ion dot.ecl Aprill4,1942, &d~..-1 t.o ~ ond 11gned by the~ ont Att.orney General of tho Un•ted Statel "'tJ:' respoct t.o tho eonst1tu· tionality of imposing on inoome tax on the mtereot from St&te and m11nicipal obligatio.._ Mr. !laD. Wbo ,.. .. the Alliltant Att.omey ~tral who WJ'Ote that 

opiniopl • 
Mr. P•m. That is AJoistant Alt.omey General Samu~l 0. Cla,k, Jr. 1\fr. eoc-. Without objection, th• letter may be Ul8erted Ul the record. . 
(The letter ref.......! t.o is aa follows:) 

J>at4aTMk1"t' or .Tum~ 
WofAU.IIOA. All'il J.f, 19.4J. 

DOL lt.A.noc.PII B. P4VI.. ,. .. A4riHr to tA.e B«.Y'f1.ory 0( fM ,.-.,..._,.,, 
W'GtAf"lf~ 0. 0. 

OCA.a v.. PAtrL: Ou J une 24: 1g38. Bon. Jam~' W. lforrlt, AMlltOIIt Attorne7 Otnel'llllo dlt,.. Of U~.e Tlx: Dhi.tton or the Dtpartmtot of Ju.!ltl~ traDl!mltttd to tb1 Dooort.bk Bumaa OUpha.ot. General CouMtl of lbe "'"m:murJ Dl'pan:tDtDt. • com~.,. •oc11 ot lbe CODilltulloaal aJIW'CI of tM tasatloo of~~~ bondhOtdftt 1M emplo)'t'IN. Coplet ot thll: lllto41 'lt'tft 1110 m1de avaJitblt to tbe Appropriate tO~IOIWil tommlttt'tl. 
You have rf!Quetttd our OJ)I.n!on on the tOIJitltutlooalltt ot tM propo8tl bJ JOUr Dtptrt&iM'Dt to IUbJK't tO. J'tderal Income UUI: the IDltmlt retet'f'td ~ IIW' oa ODmtdd1ll& and tatore lllu8 or Stitt and m.unklpal booM. wttb f1)td&l aa;clb.u:ts OD kpl dnt'lopmtatl nbleQoent to tbt pobUeiUOI'l ot our lluclJ. Wt are pleued to compa,. with rout requett •nd I'Uiamlt the ronowlna TleWI. Jn ou:r earlier ttud,y wt t:rp~ tba toUowh~a c:o.,cluAon: '"lt ltJ bfllt .-.cl that tbtret~D no IOP«t.t be round In tbe d~lttontl of tht 8\tl)rt..,. Court and. ~ of cooUoolrc 8'otborll7 wbkb woald nl• a ~ltollooal ~ Wblt.~ aplftlt appb~Df ~ '*'-I IOI!Oille ta.l to Statt bODoelbOI(ltra. OCDctrl. aad t:ID:PI07ttt. • 
You are no doubt awl:~ that 1fqoe tbat tlrne CM dcct.ona of the 8oprtl»> Oonrt on the queatJon ot ~n.lltltuttoo;ll r•~ lmmunltT bavo au een-ed to retnrottt ud ~ ttlat ec>oelutlon. Tbt trtod toward a UmJtaUoo of tJUCb lmaaDitJ. w'b.~ bad de'rdoptd wbta .. pui)UJbed oor IC'OdllD 19S8. bas «mllmatd without lnttrrvJ)tiOD tO the ~t date. ' We a:~ or co-oree. ftO longer eoncvned wftb -the powe.r or the J'eoc1e:rAI Oovernmtnt to tax the ln«~me of 8tate omctrs and tni.P10ye(!t. Tbe doeeltiOft or the Supf't'IM Court Ia Or-a"' • . N. Y. ell ret. O'Knlt (800 U. S. 466). aacl LM tftUt~DeDt ot tbe Pabtlc SaJarr '1"1• Att ot tSII$8, ...... remo .. ed tbat Pf(lbtela ftolll tbe 6eld of CODlto't'er-J'. TuaUoo b7 bolla Stata and Fecttral Go<rer. mtCHI of tbt M larle. o1 pu:blk: emploreet 11 now a.n a('Ctf)ted lnddent o( our ft!M'al l)'ltt:m, The onlt rtmalnlol queadon 11 whether Uae lneotne l'(l(tlved !I'OIP State and munlelpal obii .. UOnt 0:117 be tJUlUt<'ttd to ~eral taxation. In our •lew, tbe 11)1-q.r ll u dear .. nd C"tttalo u tM •uUon ot 1..0.7 lecll I)I'OblecD tu ner bt pr1or to a lloal dleCtralM.Uoo of tbe prtela laue b7 Cbt 8opnat Coon. It It oor ooo•red opiDion that tbt OoogreM don biTe the OOftl' to t•x IUeb IDCOIDfl, 
H lt. of C.'OUrtle, true that the s·dprtme Court eoocluded In Pollock. v. No,.,.. f!f'l' Loa" 4 'rnl.lt Co. (115i tJ. S. 4.20, 1$8 0 . & 801), tbiL a Feckrt1 tu could aoc YaiJdb bt tmpoM.t opoa IJxooale ded.Ted trom mtn:dcls-1 obllptlooa. 'ftlt tkldaloo ... bated apoo, lbe tbeof'7 tbat a tu on II'IC!OD'e wu a tas utton t.bt IOUI"'& from wbteb tbe lnoeome wu dtrl<red, '!bus. a¥ In on th& lneome tr<lm 1n11nlctpe1 bor1tk W1UI the equivalent or a tax upon the bOnds themeelvee, and, th~rtt'ore, an uoeooaUtut.looal burdto uDOo tbt oon:r to borrow. Uowe•er, tble rtdoal~ 'bal beert. C'OCIIPlf'ldt 418Cftd.lted to kter GPlntoaa of tiM: SUprema ()ourt. Wltb tbe ckoltro«JOD ot tbe pt"ttDDee of the Pof&oe& C'OIIeo Ita ooodUISoO raiL 
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8.urva. 0. Oun:., Jr., 
..4*"•1CHU ..41'10nNt' 081....,, 

Mr. BuCJ<. Mr. Paol, I ratber think I am in rympM})J with U.. proposition of the Trouuey U..t income on State and municipal boncla htftlfter i_,ed tboold be taubl6. I oertainiJ om not in rympotb] with any attempt to tax inoome from similar boDda which ban beaD lMUed hitherto. Thie Treasury propcoal ocvera tho latiM u well u the former cloaof -uritieo. 
Mr. PAOZ. The ~ pro~ oonn both outotan~ and future State and loeal oOouriti-. The opinion of Mr. Clark, of U.. Department of Justioe1 oove.rt the oonstilulional U.Uee with l'll)l6Ct to both outo!Anding ana future iMuee. 
Mr. Bocx. Then bed- not .,..... with DaiiW W~. Mr. PAUL. I do notlr:now wbal: JOU are referring to in Duiel Web­Iter's otatemenll. 
Mr. Bu011:. I m..., tho fact thai any oblipticmo entered into, any oontract entered into,'- inviolate. 
Mr. PAm. I do not- any ~ botwoon the two -menta, Mr. Buck. Tho F eder.J ao..mm..il. Ia propoolng to ita own oontraetual obliptions. 
The Federal Government never made any oontract with to State obliptiona. 
All U..t tho Federal Go...,._,t bu onr do .. io to pnt into the IC&tute on oumption proru;cm, and ouroly thoro Ia no l&xpayer--­Mr. BOCL I want to raioo u much money u we con bull wa,. to do eo legitimately. Tho Stateo ban made oontracte with their cili..,. 
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who IIAV& boujtht 80CIIritiee, have they nett I do not know whether you own any StatAl bonds, or whether 11ny of my confo~ own any of lhorn but if they do th6y bough~ lhorn uilder the """""'ptJon that they were'~ing to bOo tax froo, did they not! Mr. PAUL. The purchaaers of theoo bonds may have thoughl whon thty bought their bonda that thoy would be elCempt. They liOt on tho eontinuance of the osomption provdion. 'Tho~& who. bou&.hL 10th bonds, I would add before the O•Keof• ""'' wu doc1dod m 1~9 bought their bonds In reliance upon an erroneous interpret.Jotion ol the Constitution. Whon we buy aUeh honda •o must Lake thooa rislra. A~ any rate, there ia no eontraet ~ween the Fed•rol Gonrnmont and tho purchaaer of $tA>te securities. 
Air BtJCJt I do not think that the Dartmi>W/o OoU•g• ""'' had anything to 'do with the federal Gove~t.. It did ha",• to do wiill one of the elau..,. in tho Fedora! Conlltltubon, and I th1nk that .,ppli"" as much to ony attel'(lpt on the part of tho Federal Gove_rn. men~ w tu hitherto iiSued ooeuriti... Understand, I am not talkina abou~ anything which may be isouod heroafw, but abou~ hitherto issued bonds iasuod by tho StaUl& I hue not hnd an orportunity to road tho opini~n you. hue put into tho record. 1 abal ao 10 Wlth gt!'lt eare and patMlal<mg uncltr· atA>nding asooon as I ~t tho opportunity. But it ...,8 to me thot1 dter all, what haa happened hitherto must be W.en u something tnat has gone of! and is water over the dam, and we eaonot go back thire and rocapture taxation &om people wbo have bought bonds and seeuriti06 or anything else on the b&Ois that"" authorir.OO at that t.imo. 
What is your opinion about that! 
Mr. PAUL. Of course, I would not be here urging tbia recommenda­tion of the Treasury if I did not liolieve it was tho right thing to do. I do not believe that the Darlrn<JUt" Oolkg• C<Jit alfeciB tha lssue here, beeause there are no contracts here that have been mada by tho l'ecierol Government. 
Mr. BoCJ<. A eontrtct haa boon made between the StatAl of C..li· tomia, Jet us •y, and the man who buya the bonds. • Mr. P •m.. That ia true; but that contract. is not a eontract. with tho Federal Government, and the StatAl has no right w make any eontroct with r-espect to what the Federal Government would do by W&J' of future taxation. 
Mr. BllCIL How far do you want w advanoe the authority of the Federal Government w override contracts that Statea makef Mr. P•m.. I do not think it is a q~~Mtion of overriding a contract, Mr. Buck. The two Oovemmeoto, P'oderal and StA>~ are both -· ereign under our I!Yfl<m, and ne1thcr hu the right to make any eontraet except witJ1in the limitA>tion of its inherent sovereign co.· paeity, and it csnnot bind the other. 
Mr. Bocx. I am glad to hear you •Y thot. Every propoeal that the Treasury baa milde so fo:r in the last 2 months has oocn one to overrido the authority of the State& to make their own tax ru!H. There is a bill pending now in the Ccmmitteo on B ulea, which I am going to try to defeat when it oomes on the floor of the House, if it di>es, which tends to destl'Oy tho State&~ ri~thts in tuina mattera. Mr. PAUL. You are referring w tbe Coehran bill. Mr. BliCK. Yeo. 

Mr. PAm.. Th6 ~ry is aoo 01>1"*'1 w that bill and coonp~y .,.-with yoo abont that bill, and objtcted to Ita ~ Mr. BllCIL For benen's sake, do I find that I and tho Treasury are in agreement onoe f Thank you for that. 
Oil page 8 of your atatemeot you •.r: 
For ttn tiM • .....,. t'OVPCIO nte oo all oa:t:lta.od.bal lkatt aad locsl ~ llearltlee WU foat O'f'f't 4 peft'fl!IL 

Is it noL a matter of fact, Mr. P aul, that that ia a mWeading atatemontl 
Mr. PAm. I eertainly did- intend it to be miJ!eading, Mr. Buck. ~ir. B'OCI<. Is it not a matter of fact, 1\fr. Paul1 that if you go to an; neponalblo doal6r in municipal or St.ato aocuritlea to buy ouCh ....,.,.. ties .fOU will get. what they sell you, ftgt.r<IM of what tho coupon rate Ill. You will get just about I*· or l'h·peroont intereot. l>lr. PAOL. You will get more titan l'h peroont. Tho indea of the StA>ndard Statiatics Co: for April 1~,-wu !1.49, or appro:&imatel.7 !!'h. 
l!r. BoCK. How doea a man with an inoome1 sar, of $1150,000

1 
know that be can go ahead and pick up some of th- pat barpina on whieh h6 ean got an inco<ll6-tu exemption. I may want w liul' -munieiPt.l securities for eaftq. 

Mr. l'Am.. I mentioned the fad that a groat many people have boullht them for 81fety. Mr. Bt>CL Do you not think that ia a misleading atatemmLf Mr. P•m. 1 do not think· it to misleading beeauae in the same sent;. once I refer to the avaraJte coupon ra'le which ia 4 pe.roe.nt-1\fr. B oCJ<. That is what I om~ about.. Mr. PAm. And we give the )'leld rate for April lHi. · Mr. BocL Do 'fOU think that the yield "I"?" municipal and State IIOCUritieo bought IS 2.(0 on the price the individual bu to pay I Mr. PAOL. I t is the annge of 16 municipal bonda ineludod in the Standard Statistics Co.'• index. Of oourae, oomo of tho very fin~ of those will havo n lower yield. Some of tho weaker bonds will have a higher yield. 
Mr. Bum<. May in inquire whether you ineludod in ll>e list of mu· nicipal and Stat& seeurties bonds of water distriot11, irriJJ"tion districts, •nd so forth I 
~!r. PAUL. 'Ve are not. using any anrage of our own. We..,.. tak· ing the &.ndard Statiatico inCiex which, I am told, is aooepted by the market. 
Mr. OOOK. Suppoeo you wore like T am. Suppooo I wanted to buy $5,000 or $10,000 of munieill&l bonds, and I ~L a quotation from a reeponr\ble 6nn and I find tl.at tho av•rage "'"under I percent.. Mr. PAOL. Well, I do not..,. how one oould get such a low rate. Tho St•ndnrd Statistic& Co.'s index for April 1942, the av~ rat• is 2.49 c>trcent. 
Mr. BOCIL Mr. Paul, wh&t it the interost that tl>e TN!Mury is JIAY· ingon the laattwo oil' en they made to the publiof Mr. P•m.. It is pe)'ing 2% percent on oome of its o«•rings. I do not know wbeth•r you are rd•rring to Defense bonds or not, but on long.tann securities gjCnerally it is higher. But, of oouree., on their ohort.trrm -urltiea 11 ia around ooe-balf of 1 pen:ont. It will de­pend, I think, on the length of tho matwicy. 
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l(r, BOCIL Tbe in- JOII eao oiJUin .fn8 ~ llea:riti• 
ranp1 from """"half of 1 peroon~ to 1~ pt*D~; I think that iol1bo COI'NCt..,...., 

Mr. P&m. We willcheokolbe agu- . . 
Mr. BUCK. I read that in the ,pepor thia mommg. 
M,r. P•m. We will cheek thooe ftgu,.., I am qUlt.e sure tho 1ov"""«" 

i.a 2Mo pucent. U · · Wr. BoOJ<. Is it not fair to _,me that you ea"'!ot ae tnJ mun•••· 
po.l or Stat.. bonds with anJ great..r return to tho anv~r !.han tha~! 

Mr. P•m. No; the situat&on waLh ,...~ to muo•c•pel "'?ods 11 
much more c:omplicau.d becaulo •• ha .. an the mar~et ~ d. 
mands for thooe bonds because tho7 anjoJ tu exemption whieb our 
Federal bonds do not eni01· We are illuing no more tu-eumpt 
Fedtral bonds. How that allocta the oquat.ion I could not •1 pra­
c:iooly. But the situations are not nomparable. 

Mr. BDCJ<. On page 7 of your prtpo.red statement you NJ tha«--
tbt remoYII of the tat uem_ptlon woo14 bo more thao obet br tbe dl'Udic 
dtc!llat tbtt ba• takto pJtet ID .tbe atntrtl lent of lotereat rata 

I willh, for my own information, you would amplify that a little 
bit. I do not get the theory, becaui!O 1 do not believe ihore hu .bean 
an;y drastic decline in int..rest rnl.ol; and in the oecond m- I do 
not know when tho U.:a: uomption wowd be ot!tet by auih • thing, 
if it occurred. 

Mr. P•tn. I said in my statftDont that tt- booda of Stateo and 
municip&litiM ,..,.. iaoued a number of ,_,. ,ago, in groat part oarrJ· 
i~ coupon rat.. of about 4 porcttiL 

For ansta~ if you will look--
Mr. BUCL So far u coupon rateo are ..,.cemed., that u prol>abl7 

nnrroct. Tbe Stata may hava i.atued their bonds at 4, 4~, or 5. But 
that doct not ..,. .. anytlling to tha in .. ttor who ~ in o.nd buya 
th•m at 120 or 1.2~ as agiinst $100 at which they wore issued, doct itt 

Mr. P•m. That is correct. It you will look at table~ in my stat&­
ment you will 8nd an answer to your quoation. 

Mr. Boc:o:. I have looked at t.nblo 9. 
Mr. P•m. You will see there in the third column from the right., 

municipal bond yields. from 11122 to 1~, and you will - that th' 
yield on th..., bonds baa dropped ftocm 4.23 to 2.49 percent. F01' 
inttanee, at ita !*k, in 1938, lbo rate wu as high u 4.71 porcen~ 
That clearly indico.teo a drop in the int.reat rate, iand u long u tha 
int•rest rates 8tay at thtir preoont le .. l thore will be a oontidenblo 
1 .. intorost load on the Sl&teo becauoo they can ~ bondl now at 
about !1\j, Jlet"1011t as against G pti'Cltnt in 1983. 

Mr. BDCll. Lot us not quarrel about futureitou... Whatlhavebeta 
talking about is thoee which have been i•und, and which you aay tho 
Trtaaury also wo.nts t.ax~xompt.. 

Mr. PAm. Th•t is right. 
Mr. Bucx. You want to bue that on tho f&ct that the bonds hnvo 

bean i88ued with 4·peroont ooupon8 or 5·percent coupons on them. b 
not that right I 

Mr. P•or. Thooe romarks aboul4 percent were ndd..-d-
Mr. BDCJ<. Regudl<o8of what the purohasermoy have paid for them 

and whether he is earninp: 4 po.,.nt, 1\j, percent. or on.,.balf of I 
percent. Ia not that true I 

··--~ 

•• 

Mr. PAUl. The l'llllN'k ""' quoted and ubd 1110 to UIJP!if1 
made with ...,.....,.. pm.ri!;y to lha qiMIItion of bow much it ,..,:r: 
nnot the ~~... It wu only teDDndariqwlth nfarenoe 1o tha qllAIOtion 
of tile el.omuaatUm of the outaandlnc --.Lon . .. In .u... worda, l 
waa !qq to answer tho a~eut made that It would be cootly to 
~ Statee, and I -.red li in po.rt by aaJI.nl with ""'1*11 to no• 
IOIUM the lntareat will be at P.,_..t rateo and •ould be at mu.ch '­
than the rote thay are now payt~~g on outatandina illu-. 

Mr. BOCL I am not puticularlyworried abou1 the Staleol, but about 
what it "!II nnot the indi'ridual wbo baa already .. ~ into bi.a 
~.~ "\th tho Sta!" forth ... bond&, wbera ha baa bnih up bi.a on 
indindual ancome buis. What will it ooa him I 
. Mr. PAm. In tabla 9 we,pve, in tha nut to the 1ut nnlumn oa tho a:J!at, the IPl't!ld between h•f!l!·grad• norporat.. bond yields aod mu. 

mCJpel bood yaaldo, and I thonk tha~ gontrai)Jipt&ldiag that ap,...d 
repreaonto what It CQOt the individualmveotor to purchaae~ tu.uompt 
bond rather than a taxable bond. 

Mr. Boc:o:. Mr. Paul, would it be any l.rouble. f~~t ypu 1o put into 
the record • statement onowing what ill u.aed u a baais of tho April1 
194!!, averaga yield of municipo.l bond !ntoreat t ' 

Mr. P•.m. We can only put that in the reoord If we can got that 
computatoon from tho Standard Statistica Co. 

(The information roquated ill u foUowo:) 
LUI ot .,_.. hldNM tit $.t.Jfiftr4 Bte.tUIW Jt......, ._. ,_. Bal.._.., ..... .... ¥&ftb l. 10111. 

Boltoa, .lllaa.. .... z-. 1, IML 
Ood!matl, Olllo. . ... ..,.._ ), 1181. 
Dollao. TU.. 41( ... Aprll 2. liiCIL 
.,..,_, Oolo... •I( 'o. looo I. 111C11. 
Loa A.tl.attH. C.IU .• • ,, llaft!b 10. t•u. 
kemplll" Tua. <1~'11. September t. lDSl. 
Newuk, N. J ,, ~ :raae 1. 198L 
New York CU7, N. 1'., 4\('&, March 1, 1DII. 
PbUtde.lpbla.l._Pa .. ·~ NoYem'*r 1, 1986. 
PHteurctJ, ,,., 8% 1t, Aprll1, 1081. 
Prcrvtd~ R. L, 4'a, .Ju\7 1, 1981. 
Richmond, Va., 4% 'e. J'ul,J'l. 1981. 
8L Loull. Mo., I~ '1. Oelobn 1, 18M. 
8u FfiJidltO, CaHt., 4'a.lODe 1. 1981. 

Mr. Bcca. Mr. Paul, I have inv,.UC.tod this .,bject --.whal 
thoroughly, with tho icloa in my mind Uilt income of this kind ought 
to be tued from now on. 

I bdieva ~ think it abould ga back, to be retroaeti•• .. ith roapoct to 
nnntrae'* liothuto entered into. 

U you cannot jl&t that information from )'Our o"" organization, 
~ut get it f'l'OIIl thiS organiaation known u the Standard Stati.atica Co, 
It 8IIOilll to mo you are not utiliting ~our full ability. ' 

I am not very much of an author>t,r eilhor in th oommittee or eJeo. 
whefto but, Mr. Chairman, I am gomg to ask authority to insert in 
tho record a list from a vory reputable tiOnd houll& that deals in munici· 
pal and ~late 80CUrit.i~J which \ndica,t.e that the ~.49 perconl 6gun 
~ru.d an table 9 by .lllr. Paul as entirely out of line at the preaent time. 

and
A great many people havo invMU&d in o- teeuritioo, .Mr. Paw, 

f l~":",!~ bow, they are dependent upoa thair intenot from them or wWH mcome. 
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UVJ:Nn R&VI8ION or IOU 

Futo,re iJicome abould bo tand tborouably-lhere ia DO queeticD about tJW,-wbec.ber it ia my eaiory or anyliody ~'a ealory •• But it IMJell\S to me that ii you propoeo to go b.••~ retro~ot1v~y and take away 10mething that tbey have IOV!'Aited-tholr hfesavU>p m, you are doing 10methlng that is entirely •ron&· . Mr ll(lcn:n. Either in 1our nWo -.t.eJMnt., Mr. Paul, or m one of yo~r anawen to t. quest:Jon. you said ~at a cati.zen of this count·ry It a citi.zon both of the State ana the Nation. &ir. PAOlo That •u in m1 main stal<lnent at tbeend. • Mr. lloiBh ADd you a1d that both the State and tbe NaUon are eovereign. 
Mr. PAur ... That is correct.. • . , &ir. Jl<lenxt. 'Is it not true, however, that tho Nation ,. eovere1p only in the -wart, cooaitutod deleptod powual 
:!oir. P.tll- That II true. • Mr. Bolm<z. Which the Constitution gives to the Nation I 
~ir. PAOL. That is true. . Mr. Bourn. ,And the hurd•• of pf!10f1• tht~fo'!" rytU Wlth U.. Nation to lhow that this.ia proper OOI\Ititutional le~,.tion I Mr .. P•u'- jVell, Mr. B<ithne, I realize that the Federal Govern­ment is a G'overnment with delegated powers, and I am Perfectly Will· ing to take the constitutional burden. That ia wby I ...Ued upon the Amstant AU<>rney General of the United StaU. for up.-ion of a1> opinion on that -point: 
Mr. Do~nmo. That w~<S my noxt qu~tJon. And the o11ini?n. of th .. A1111istantAttomey General u written,. bl<8ed on that pomt, ts 1t not! Mr. P•t~~- It is. It is quite a thorough diacusoion of the wbolo subjecl. • Mr. CooPr.n. :r.!r. Paul, without intending to rofiect any v1ews till~ I mny have. on this a:ubject, I would Jike to inquire of you briefly in order to~~ a clear understanding of the Tre.uury's position. bit tbe v.ooiuon of the Treasury Depsrtment that the~ is no legal or moral obligation on tho Fedorol Oovomment to oentinuo tho exem~ tion tbllt exists in law now with respect to tbe State and municipal eeeuri titt t 
Mr. PAUl.. That is a oorrtet stal<lntnt of the Treasury's position,. which was oomewhat ststed just. below the middle of pogo 10 of rny lllaterilent, whieh I did not bother to rend to the eommilteo this nfttr­noon. And then, Mr. Cooper, the A.ooiatant Attorney General's opin· iun alto deals with the legal issue. 
Mr. Coomt. It i• oorreet that tho inoomo from th..., bonds is not now tttxec:l, becauso there is a specific exemption in tb& income-tax law! 
lli. P Alii-' That is right. In oeetion 22. 
~ir. eoo ..... And tht.t exemption boa continued throughout tho •• • istence of the Fedcrnl income-tax lnwl 
Mr. P•O'- Yes. It was put in originally, I think, in tho1918 act, and hu been in every act Since that tune. Mr. Coon&. All r>gbt. And it is by rea.son of the uistenee of that e~ific exemption tliat the income from theeo eocuritiet i• not now nnd boa uover boon toxed by the Fedcrnl Government! :!oir. P•t~~- I believe that that is true, Mr. Coo«r. Of oeunt, thai istubject to the quOIIion of oonmtutionality. (believe it is the only 

~D. 

&U. Coona. You boli .. e it iatheooly-1 .Mr. PAt~~- That it right. .. . -.Mr. Coo..,.. Following that line of reaeoning a llttlo fllrthu, then have alto boon othtr exemption~ in tho Federal i"""-talt lsw aU th~ lho ,..,.,, 
Mr. PAt~~- A great many;,.,., air. • Mr. CooPr.a. A groat many exemptions! 
Mr. PAOlo That is rlj(ht. Section 22 oentaina a liat of qui~ a O.wO· ber of statutory uempti..,. or ucl~oao from groas ;._,., Mr. Coona. I now romembor thU tho firot income tu aot oumpted a thousand doUara for single pereons and two thousand doll..., or twenty-five hundred for marriod periOill from indlrlduallnoeme tax­ation. Ia that rig!IU 
)fr. PAt~~- Tbo &not actl 
l l r. Coona. Wu it not the firlt l 
Mr. PAt~~- I think thoy were higher In thoee da~$3~ or SODIS• thing like thot, as I remember lt. 
Mr. Cooru. Anyhow, whatever the amount ol the. first pt:t ,..., every act Iince then hu given &pecific exemption• for individuals! Mr. P•t~~- That io rlgbt. 
Mr. Coo1•1!11. Of oou....., tho exemption now stsnda at $7110 lor single people and $1,(100 for married J"!"Plo. 
Mr. PAt~~- Yes, sir ; th&t is nght. 
~ir. Coomo. That oxemption lias been chonged many tim.,. through· out the yoo.rsf 
Atr. P•uL. That i.o right. 

1 Mr. Cooru. And is subject to change at....,. time that Congriol may ..., proper! 
Mr. PAUJ. It mlgM even bo eiJminated alto~ther1 1 should thin.k. Mr. Coo•••· Because in Une witb your position it 1s only a 1J10Ci8c uemption provided in the law! 
Mr. PAt~~- That io rlcl>t. 
Mr. Cooro. Then, ol courtc, under eection 101 there are quite ,I number of corporations thot aro exempt! 
&fr. PAt~~- That is right. 
)ir. Coora. From the inoome-tu lsw, I mean. 
Mr. P•t~~- That i1 right.. • Mr. Cootr.R. I just happen to have that eection boforo me. I n tlllCtion 101 there arn 19 dilferent. paragraph& oo .. rinjr various typoo of oerporations that are exempt uDder this section. That it tnte, It it not! 
Air. P•t~~- That is true. Then you mi~ht olso rnfer to eootion 23, which baa n list of deduction~, which m~y be equivale-nt to uemptiont. Mr. Coorn. Under this tlllCtion 101

1 No. 1 under that is labor, &gri· co.ltu-ral, and hortitultural O!rfti.t&taons; 2; mutual s&vings barib; 8, fraternal beneficiary societ10a; 4, domestic buildi!'ll and loan as­aoeiat.ions; tJ, cemetery compnniefJ; 6, corporations and any community cheot !una or foundation; 7, btllinesalta~ chambers ol oommeree, ~I estate boards, and eo torth; 8, cine Jesgu., or organization•; 9, elube organized ond operated exclulively fer pleasure, ree~tton, nnd other nonproRt.Rble purposes; 10, benevolcn~ li te insurance Rtt· soolntions; 11, farmera' or qtber mutual hail, cyclone, or gaeoline Ora intui'I.Dee eompani~ or assoc.iations; 12, fa.rm.eri, fruit. gro•en', or 

• 

' 
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UltU ... iWOIIOj 13,eorporttiontorpllhoed by Oll:f .. OOeVUOD-JII 
from the provilioDO of porappb li-or n>emliert thereof; U, oorpora. 
t.lont o_rpniled for the exclusive purpoee ~f holding title~ proport71 c:olleetlng the income therefrom, an<f t~ml!'i ove~ th~ entire amounl 
thereof 1081 eoemptiono, to any organar.atoon which at.oolf is extmpt 
from the tax impooled by this chapter; lGi corporations organised under 
an act of Congreao, and oo forth; 10, vo untary "!"~loy-' beneftc!•ry 
uoociationo; 17, tHchera' retlrtment fund uooctations; 18, reiii'OUI 
or apootolie OMOciaticns or corporations; 19, voiW>taey cmplo1100' 
bontflciary awociatjono 

A. I unC!entand it, i~ is the poaiticn of the Treaoury that this urm(>­
t.ion now in tho I•• u to inooma from StAtAl and loc:o1 oecmitiMIIandl 
u on axempticn in mony reo!*~~ lib all theM olhor exempti..,. now 
included in the ineome-t&x law. 

Mr. P•'Olo That is riP.L 
Mr. Coona. And may be altered, changed, or remcved at any thno 

if Congrea would ... proper to do ool 
Mr. P•'Olo That is the Trell8llry'a pollition. 
Another thing that you might m•ntion by way of analogy ia the 

dividends which were formerly exempted from the normal income 
tax. We took that exemption out in 19116. We bad it in Uoe statute, 
and we took jt out of the statute, and we may do the same thing with 
reopect to this extmption of income from State and municir,l bonda, 
alwayt .-uming that. we are corrtel in our constitution& po8ition, 
which we buo on the Aloistant Attorney ~ra1'o cpinion. 

Mr. CoorD. I thank you. 
Mr. Mc:Lu.'<. Mr. Paul, do I underttand you to soy thet tho only 

........, why &ate and municipaloeeu.ritiee are now exempt from tau· 
t.lon i1 becOuae>Of a statutory tnactmtnt of the Congreee m the income 
tax law c f 19181 

Mr. PAUL. No. I t is a provision in tho Jnte.mal Re'"enue. Codo now. 
. Mr. ~!cLEAN. Well, .. reenne1oo in tl1o c:<>de. I mMn to ""Y• do I 

undar&tond the Treasury's poeition to be tltat the only reaaon why 
St.ato nnd municipal seeuri6ee are now not tcubject tb taxation ia becamee 
of the exemption in the et&\\lte, diJJrt:.gal·tHng the declsion in N c(JtJ.. 
~It"' ·1/ar.yland, which e&ablilhoo tl~e immunit.J rule! 

""r. PA'Olo 'That prevision is the only tloing that bars the taxation of 
theuot.mt on'th<leebond& ln ocher worcb; there is no colllltitutional 
barrier .to taxetion, and the cnly thing thn k .. pa th..,. uempt is thit 
oxemptionjro•ision of -ion 2!2. Wit hoot thet exemption _Pro•iaicn 
the7. woul be ....-ept into tba orbit of taxation bJ' the beainnin,( of 
eection 22 (a), which refera to tba taxotion of gams, prod£., and in· 
oome from any aource whau ,-u. 

Mr. MoL&.N. Wbot I went to f!!l at is tloe approach o f tloe Trulury 
Deportmtnt to this proposal. There ore two ocboola of tJoought. 
Your ecb~l of tho~gbt ia that State~~~~ municipal security hold oro are 
now evadmg t&~at,ton becau86 of t.Ju1 81tuation t 

Mr. PAUL I do not say that they aro e••11ding it. I think they "'" 
enabled by the statute to &\"oid their juot sluore of the tax. 
• I do not blame any holder of doeee bonds for not paying a tax. ! 

aomply '"l !)lat the statuu ought to be changed so ihnt tloey ct~nnOl 
avood thoor JUst &hA~ of the tax bunion. 

_,_ __ .... 
.. ~~':u~-:.e-.:'tit:~r· Pit! 111 ... •-~AM~~u 

Mr. PA'Olo No. It ia nOL 
Mr. MoLaA.If. It it not. I • 
Mr. PAOL. Our approeclo is from tht revanue ond.-­
Mr. Mol&Aw. ~ ob;.ct are you ..-ing to attaift 1 
Mr. P•'Olo, T!o tbiDp. The lint tloing ia that wo are trying to ob­

tam a J• dilcributjon of tho tax burden, and wa think this ...,ption 
pre...,ta ue from -me !AM iuet dioiribution. ~ .,. are 
mt.tnotod in the large ---.of rnwuo which would - ' - · ·~ 
taxability of this intmot. """' ... 
. Mr. MolAI.Jr. It a-. witbo.¢ -~ thot you are 100ft m~ 
m re-• then yooa are 1.0 other ocmai<IOratiooo, d- it noU 

Mr. P•m. I do ":>t ~ink tha~ i~ 8_011 without •1ing. _ 
Mr. Mol&Aw. 1111 l tluo -:that on the app"""'h wnicb you b .. e-

l'uet 81at.ed on tho two grocmde which you have mentioned JOU aboo­
utA>Iy disrtpnl the danll"'" of placing tho w .. pon of taxatooo in the 
ha~de of the Fedo"!l Government, with ill threat ago ina the p....,.... 
vatoon of tbe•oovo~n of the SiatA>ol 

Mr. PAVL.. Mr. , I do not think it is • quootion of placing it 
one plooo or the other. I think Coo-lula this power and the A. 
eiatant A_ttomoy G~eral'a opiDion, wllicb I hava jOlt put fn the renord, 
agt"HH wath that v1ew. 

-In othor worde, with no oonstitutional barrier the responsibility it 
on Con- to uem~or to tax. 

Mr. lilol&A><. WoUld you iD tho lit!bt of what hu happened under 
our experience un<)tr _th6 Constitution of tho United Statee f,laoe all 
power and authonty m a ~!troll( eontnliud f!O"mmentl n other 
11'0rcb, would you call a c:onstitutionalwn•..,uon todey to reoonstrnct 
our Go•omment in the ligh~ of tho experionoe that we ha.-. had in 
the I lUll. 160 y .. ret 

Mr. PAUL. I think, ill maruy-
""r. MeLIA H. Snpplemonting that question: In reaching the con· 

clus1on to CAH a new eonstitut1oDAI convention would you di&reJt&rd 
the doctrine of 1/c<JW.liJch •· 1/ary/""d and the wiodom of John Mar· 
shall and Daniel W e!Jeter I 

Mr. PA'Olo Answering the first part of JOUr quHtion, Mr. McLean, 
1 would net call a comtitutiond con...,.,.., at thio time. I am por­
fectlyutiJiied with tho Constitution u.,. buo it. 

Tlie quo«ion here it, Whet dooe the Conot.itution mean tba Conati· 
bltJOn illal we now hovel Il is - the Conotitution' tbot miRbt 
tmergt1 from tomo convention. I am aa)'in,tt thet tho Conotirution tliat 
...., lui~e Ieday onablt<~ WI to rax the interollt on &ate o.od municipal 
8f!Cuntaee.. 
. Mr. McLIIAH. II it ony ditrercnt ft:on~ tho Conot.itution that wo bad 
10 18181 

Mr. PAuL. Jnthio ""'P'Pt iL is no difrel'!'nt. It ia no difrorent in that 
there is no proviaion in the Constitut.ion an "where about thie tn~bject. 

Mr. McLOAN. We can argue about that. But ion~. this doctrine ono 
of the prinoipl .. "l• have in mind when it ia uid thot John Manball 
hu~g tho O<Oio on tho akoleton o f the Co!IAI.itution and gavo it life, and 
"~•c:l! beca.m6 and have been ~ u fundomenW. of our eon· 
~tuU'!oal oylltm, and ~ ind notated u oonotitutiooal provi· 
Olon• np;ht on down nntil.,. ....,.ntly u CDII-.tt>r • · Dfi'YT 
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Mr. PAUL That cloetrine that yoo rofu lA>, 0~T~Delp-6ot - wu decided a great many yoars ago, too. . Mr. MoL&Al<. }low many years ago f 
Mr. P•,.. About 70 yoars ago. '·-"-' ..... __ ..... , Mr. McLu><. AJ>d the ol!'er c:aae wu """'""" ""',.--.-. -..-Mr. PAtn- The question IS not how long·~ that d~,.•on ...a, Mr. McLean. The queotion il what tho Suprtmo C4?urt •111 do. • Mr. MoL&AJ<. When you ltll uo that a ... IS DOt good . .,__ It waa decided 70 youa ago and then toll us thu anothtr ...., ,. good ho­ca1106 it was dooided 1110 yun sgo,l do not understand your legal 

philoaoph~ . Mr. PAUL I did not moan toaJthat. • • Mr. McLu1<. Let us put it thi.o '!f&Y: You t.!Unk. thot the ~oetlino of Oolhctor v. Day wu good doetr~ne at tho, time ~t. was dtc1ded I Mr. P•tn- I think it wu probobly an unw111e ~oowon. B ut I can. no1. queotlon the Suprtme C<>urt. I ay that DOW It baa been overruled by the Supremo CoUrt. . . Mr . Mo'LEAN. And NoC111looh v. Maryland wao good doetnnet Mr. P•tn- I think so. It emp~aeiud -~power on!>e Central Go•· ·~c, and wu probobly a ,.. ... decwon at the tUIJ<I. I am not 
questtom~f~~ Mr. M "· Would ~u disregard NoCIM!och v. N aryl4nd today! Mr. P•tn- I do not think I would. Mr McLuN. Did.n't that decide that the powtr to ta:r waa the power to de6troy and that you put a dangerouo inotrumentality in tho honda of ooneur,!ent governmeniM when you gavo them tho power to'ta:r tho instrumentalill .. of eech othtrl . Mr. P•m. The caso did not decide that q.-ioo, Mr. MrLoan. It had a atatement in it. You are quoting one of Mr. Justioe Marshall's statemonl.!l, which is a very general otatement and "hieh baa boon som ... what criticized by the Ia~ Mr. JUJtiee Holmes in hia opinion in 1M P1mlwJ1wll4 ..... It is :ruch a b....t gmoralization, that the power to tax ia the power to deot'I'Oy. And Mr. Justice H olmoa aaid, "Not while this C<>urt site." 

Mr. MoL..,.. Lot us lay aside words and t>hrases. Let us look at 1M principle. Wtre not th- the faeta: The Govunment of tho Unitod Stat .. eotablishod a bank, and tho State of Maryland wanted to k .. p rhat oonk out of the State of :Maryland, and they put such a big ta:r on it that tho bank could notoomo into the Statol That waa their pur· pooe,wuitnot1 
. Mr. PAm. The C<>urt held that it was di8CI'iminotory taxation. That •a true. 

Mr. }foL&AK. I am not asJrin& you the nat.,._ of tho ta:r. That it what happenod in thatcaae, .,....,t not! 
Mr. PAm. There waa a atatu~ pa$$ed. That it right. }fr. l\fcL.a1<. There were t'vo banks. Them was a bank of tho State of Maryland. There waa a bank of tho United Stat... The State of MaryJ.nd d.-ired to keep the bal\k of tho United Stat• out of Maryland. Isn't that true! 
Mr. ~AUL. I Urink t hnt that wu the purpose; y ... Mr. Mcl.&u<. And tho Srate of Maryland pot a lax on any b..u­done b.r_ the bank of the United ~tat .. in tho Sta~ of Maryland. lllr. rAm. Thalia right. 

U VDrtJa UVIIIOH or •• •• 
Mr. MoL&A~<. ~Y aaid, "You caonot a.u. notoo unl• you print tbtm on peperJ>ro•!clecl by tho State of Maqi&Dd. & Mr. PAUL. Tbat .. lidiL 
Mr • .llcLuw. • And th.t paper m- b .. e utamp on it. • Mr. PAUL Tbatieri.rbt..--
Mr. McLuw. "Whicli rep.....,.ta a ta:r." Mr. PAtn- Tbat il right. 
Hr . .lldAA><. "A ta:r 10 high that )'011 cannot do any blllintoe in Maryland. Therefore we will beva tho State of Maryund for our own bank." 
Mr. P•tn- That it rigbt. Tbat il a conoot "-:ripti011. Mr. M~x. ~ whon J?aniel Webater wro~ the brio{ didn't he uy that th1s wu an •llustraUon of how the power to tu is tho powor to destroy! 
Mr. P •tn- It il a good manyyoara .u- I ba•e road the caae, and I will not que)(b--
~rr. MoLRAN. That is what he said, and J ohn Marsl11~ aocepted it. Mr. PAut. I know that John MarabaU aooonded the opu>.ion. Mr. McLux. And be aloo said thil: H e aid "that U.. Stete may tu ma.ilo, may tax tho mint, ma'J tu patent rights, may ta:r the paporo m the custolll$ houte, may tax JUdicial pi'0Ce08) may tu all the means employed by the Go .. rnment to an ....... Which would ~feat aU the enda of ao•ti'Dil!toL That W'U not inte11dtd by U.. Ameritu people. They did not intend to make their fovernment dtpeodent UI>On tho States." 111at has been a pririQiple o our Government ever since, and th•t waa the idea wbon the oixteenth amendmont wu adopted. ~Vb~n tho ~oenth amendment ·~ P!"'J>C!OI<I, Oc!•omor R uah,. sa•d, •n elf oct. • Tho da~r about tb11 thinll 11 that rt wiU open the door to the 'Federal GOvernment taxing mstrume.ntnlities of the Stale of New York and thereby allect ita !JOvereignty, and I withhold m1appro•al of iL,. 

lt waa nat until the now famous le«er of Senator Root. and the argument of Senator Borah, eonvincod tJJe governor o f Now York and tho goven1oro of other Stat,. that U.. imm11nitr rule u reooplilrtd woufd prel'tot tha Fodera! Go<erommt ff<llll mtufering with in· "!nnnentalitioa of the StatA!I and that the immunity rule wou.ld con· tmue that New York and New J •"*'Y and some other States gave their npproval to the. sixteenth &mendmeut. 
In e<erything that I ba •• read that baa come to me from U.. Tru.s· ury ,before you came on tho ..,..., and in your brief today, there is a &ttamed effort to explain away the eirc:um8tances su.rrounding the Root letter. For inotance, in your brief you aay that the State ofNew York did 1\01. approve of the sixtftnth amtridmtnt until Governor H~~ghea had ~ from oftloa. 
Governor HughM1 reti rement from office it a very alim reuon to advance u to why the State of New York approVed the aisteanth amtndment. 
r, this oituation why d001 the Troasury not oonscnt to tlle people by a con~titutional amendment deciding tbat the immunity rule be ~liminated, and the Federal Government givtn the right to ta:r Stele IDSI1'UDJWtaJitiesf 

• Air. P•oL. The ~aaon why the Trei6UI')' d ... not u~ a oonstitu· t1onal amendment 11 because 1t deena a-uch an amendtne.nt unneceeury. IIOMl-U - pt. :Jt-.1 
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• di8eu • ,.11 1>6fore us at the time we had 10 ~ 8ameflme~ 1 the "q'.:tion of taxing Stole oalariea, and th6 

much m tho oro n. 0 hard I ..,.. tfutt !hot amendment "'" 
Suprtmo COQrl.:eld In h t~ u.:· power We aro in the Bame p<)l!itlon 
not n-ry; at w.e. • bo d int~ that we wero beforo with 
with rtl~SJ*t to mun,>e>pal d ':.e were ul'held by the Suprtmo Court. 
reopoet. to Stete oaThlaru''l' t,"g uide oil judicial determinoliono and all 

Mr. Mol&AM. en, ay • h brood question. Let us aet aU 
decisions, t!;j Co~greso ~~ "i!ce a the brood question: Is it good 
:,~Ia~\?!'; t~~llow two ooncurront govvrunenta to ha•o the 
right to reci'J~:ITa~o'i\,. pooition of the Treasury fo~ aome \I\"" 

Mr. P• ur.. f 1. • t'ng t•~ interm><er'IUI1mlal tmmunn• haa betn in favo~ o . t tmma l tKMt .,.~ 

ap~lieable to obhpliOilJl. • · f th Treasury's pceitlon I M-•-·,. Litmla•a••dothequeot•ono • d . f th' r. . ......,. · . ' d eally from tho stan pomt o e and lot us argue th1s ~hmg aca emt Je Docs your ropos:ition 
experience1 1 ofltht:htetNhents•~:,:~1 ~~~J.:'/shall have the r~ght to tu oontomr a e a .. 
Fodera instru~1ent~hd~ We want to havo the immunity of both Mr. PAm. ~, .• 
eliminated u ::' ty~~ ~d~fdt~~! the StAte of Tennessee the right to 

Mr. MoLL\ . A tli• 't on ita bonds! 
t~~p~~ ;'.::fd~..::fa~~~;..., had notal"'"ty made~~~ 
1 don't lmow about the Ten.- V ~lley bonds. n eome "' 
cr-t many of our p~vioua FedtralliiUOO up lO about a )"!!r ago, 

~r.~~:'~J::l:~traeted tho oxemption with the Tonn-
V alley Authority I • 

1 lfr. P•m.. I am not su~ about that part>eu ar one. 
Mr. McLus. I am askmg,rou-.-

1 
bo d 

Mr P•ur.. I am not fam1har w>th the Tennessee Va leyd·/ {' 
Mr' MoLY.As Let us suppose now. no matter what you, 1 ~ bf 

l' uJJt talking ae~demically-let uo oupVIXl60ll t haAt ytboou ~~·~~tdF~'~ret 
fbonds of the Tenne- a ey u r~., h6 t~x:r:P and suppooe you did not flnd it ... desirab e to tx•mpt t 

bonds o#the South Carolina Power Autho!'ty· You co,~d tax~• 
bonds of the South Carolina Powor Au.thor~ty. YoTn cou tavt 

11 
m
1 out of ~ oould you n'11. and ot.all lene the enn--:;. a • t 

Authority the boneficiaryl .COuld you not by. !hot md eana .u•ef "!'to 
of eruten"" the South Carohna Power Authonty an t= o ' 
..... over to theT. V. A. I . h ldbt Mr P•tn. Idonottbinkthatyouoould. lthlnkthatt. at~OI1 
diocrimina~ laXAtion, and would bo the~fo"!' !'noons;tb•j•t!o~a~otl 

Mr. Mew><. No matl<!r what we may think, 1t ao poss1 e, 1011 
Mr. PAUL. I do not tl1ink.oo. i · to 
?.fr. MoLL\N. Given a fa·•endly Supreme Court, what o gomg 

prevent it I . S Court Mr. p,.,._ I cannot do anytb>ng but accept the Jpreme 
that we bave. . . S Co •rl 

Mr. Mow><. Don't let us htde behmd the p.....,nt •r.re·~~ m~ 
11 or any othen. I am uk.ing you ~ow, and. I want you odt.t • for 

a Member of the Conj~Tt~S wllat ,. the thmg for me to o nO" 

RIWO'tll> lllm8IOH OP I Ut 

the boot intereot and P..........,n of my ao..nm,..,t, lrroopeouve 
of John Marshall or Daniel Webtt.er or any Supreme Court decioion. 
I am uldng you to tell me if you think it ie oafe for two ooneunont 
govermnent. to have equal power of taxation, and 1 am giving :rou 
an illustration and ulriiig you if you think there Ia any darigv in that 
situation. 

~lr. P•m.. The anawu is that I do not think thtra Ia any dangv in 
that eituation; tha t it is entirel:t oaf11 to follow the 'l'rMOury reoom­
mendatlona inaofar uthe point that you raiao is oonoomed. 

Mr. MclA4w. You do not think that tho Fedenl Government might 
oomo &I!"'( and pula lax on "Stole authorit7 ao high that llae7 ooQid notdobu.,,..f 

Mr. P •m.. I would have oonJldenoo that the eon...- woo)d not 
do that, in thofirotplaoo· and in theoeoond place, thaT if the~ 
did do It, our Supremo Court would hold that the tu was diserimina­
torx and thuefore unoonst.itutional. 

Mr. ~folAAN. Well, .Mr. Paul, when we otudied the Constitution 
we wero taught that 1t was to protect against human frailti l'$; that 
it was to pre-3ervo certain prlocipt.- which expe.riene& bad taught 
wero e...,ntial to human freedom. And therefore there were put 
in tho Constit-ution certain restraints and oe.rtain limitation& 
It does not make any ditrerence what we think individually. The 

fact Ia that certain thin.I(S hxd hap~ned. A.nd one of the Url~ 
that had haJ?pened wu the abuto of tho power of taxat.i011 by the 
govemmenttn ponr; and with th- ~ta in mind the COnstJ. 
tution •u adopUd, and with thoeo tboughtt tn mind the Constitution 
.,. .. ...,.pted. And over all these,......., wo have bad thia immunit7 
rule whiCh you do not dignify ae anything more than a otautory 
enactment. 

For inttanct~, Mr. Coo~r has cited a numbtr o·f uemptions unde.r 
the Federal Code. And I can undontand that thero io a reason for 
them. For instance, there is a roaeon why & man ohould be e•empted 
for the deptndenta in his home. 

Mr. P•m. That is right. 
Mr. ~fcLuN. That ia quite a di!l:.....,t re-n from that upon whieb 

the taxation of State oeeuritiea is ""em pled, is it not! 
~lr. P•m. Yea. 
Mr. Mew!<, There is a reason for agrieultunl prodocts to ba 

uempted to aome extent.. The mere fact !hot there are a number of 
uemptiont mentioned in the Revenue Code dooa not give them any 
particular dignity or imporlaulee. Nor dooa it dng cfown the great 
time.bonored rule of immunity to the level of tboae Ocher things, doeo itt 

lfr. P•m.. I quite agreo that th001 oxomptlono in the etatute have 
a dif!ertnt history and a diJ!eront underlying ca ueo. 

Mr. MoL...><. The mere fact that there are a great many of them 
does not add any importance to the argument for this oumption or 
•dd any relevancy at all to the taxing of bonde. 

Air. P•m.. 'fhcre wero difFerent re-no underlying each diJrerent exemption of cour~e. 
Mr. MQi;.,., That is what I oay. The mere fact that there are 

16 or 16 utmptions does not ._., !hot they ha•e any relevaney lO each other. 
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aavJU<U& uvwow or u u 
)(r. P AVI- 1 think wbat ~· Coopoc b.d iD llliDd WU DOt lhot bul, rather, that be was tz11Dg t.o oliO'! that tMN ....... other 01· emptloruo in the etJtlu~, and be '!as trymg t.o •how that ~y prori· lion of tho otetute which il notbJng more than an esemptoon eould 

beebaued. . . f Hr. !ilcL&.ur. 1 gathond from hil onumerauon o oo JII&I!Y :»· emption& that he was lending importanoe to ~·• fad that th10 lin· mwoity from tuat.ion did not amount to anythlllf more than a mero otetut.ory tnadmenl. But I put it~ .a muel>. b~gbu plane. I put it oa the plane of a fundamontal P"!"'1pl6 wbieb J<* t.o tho P"'!"r· •ation of our inBtitutlons, the eovtre.Jgnt.)' of the Stale~, and the 1m· portanoe of the Stat .. · and to protect tloe Slate&, '"' well •• the Federal ()overnmtnl, from ~ttiDg in!<> tho ba~d.s of "'1. governmenta woth -rvent jilriodiCUOD an inotrumontahty by wbicll OM CAD dtotory 
the otber or rum ito !IU!titution& . • And I may sar and I do not have to tell yo\1- T sympath1r.e woth JoU in your poo1tion-a diltinguished . member of the b<lr, who h" wriuon a numbor of teatboob, !"!>" ,. CAlled down ~ere to arp a inol. thia fundamental propooliJOn before a OOIDJilllUo o_f Can· ~ and I om eat.isfied t111t ~ou nu~ know that undorlymg the ~hoi~ ar~C~~D~•nt it this rule of wmturuty and the rel\l!On for 1t, the ......., w&icb a<tuated Gonmor Hugh~ and Sonato!' .R* and Son· at.or Borth tho reaoon that actua"" mo 10 my op)l<l8ltiOn as ~ under· pnd the. C:Onst:itutional law of our oountry, and ~ reAiomng that. aetuated Manball•nd Webster and all tho rest. A.nd in JOur brio! and in JOI!.r .~~atei!Wl~ here today1_I hsvo not been able t.o 6.ncl t.o my 11tm~on IUI!icient uplanauo':' of b?" yoll .. n c~ve tho Congrtlll! tho riaht to say tbat th10 great 1mmuntty rule, commg down to us from illcCulloo" y. Alaryl4niJ, hu only tl1e weight of a mere ~~&tutory ena<tment, wb1<h Congres8 .. n le8'11ate 
out of the way. 

That it all, )lr. Chairman. . Mr. BoLAND. I ask unanimous coneent, ¥r· Cht:•rman, to han inserted in tho record a otatement by &lr. Fnedma"' m •1\""'•r to the utement modo bJ Mr. Paul, m nCud to the cap1tal·gt1DS taL The CnADU~•I<· Without objoetion, that may be inoe~ (Tho document referr<d to will appear in the revioed edition.) Mr. Da~u. Mr. Paul, fint, t wioll to satisfy myoelf thot you are riaht on this proposition, ana then I want to ask you about IOC1I" 
~~oga I Last year, -.·hen we had this pro)lOI!ll or another related pro~ before ue when the Treuury was t1own hcrt, an odor of sanet&t.y spread o;er tho room which suggeoted that the TTeaeury would bo Dorrified at any attempt. to u.,- th\1 iDlmunity. But ~ow in '­t.ha.n •year's time we are confronted w•th that. very propollbon. Ho• 
do you explain tb•tl • Mr PAut. 1 think Deoember7 hsd a lot to do witl1 it, llir. DU<neY: Mr: DII!<ET. I t becc>mH a need for money instead of • monl obh· 
garf~.1 ~ AUL. No. J think the Secretarf in hi~a original S!-•ten~ent. to this committee. m.ade refere.ne& to lhe llOtnt that you luwe m mmd. I think h• •id tho I tit& war h•d changed the 1ituation 110 .. to make • gradual e)imination of the exemptiont i_nsuiBtient in his opinion. 

ltlftl<V. ltll\WOif OP l U I 

Mr.~- I -bot ._,diMtibctly llr. SaUl"" IM<Iea ~ at St. Louoe • yar .,., at a ..,..fonnoo of IU In whieb ialAocl flatly that it would be a breach of a moral ob~"d-... be lAocl Mr. P•m. Of eount, I do not be .. tho epeloh to wbi<h rofw l!utl~ anawer t~ JO'lY q.-ion u tv u I till -mod ~ _: 01dertl1?"" of eqwty a~d mo~ with our 1......00 tax k>ed t.oday ond 1hft vRr1ous .other oon111derat~one that I have. mentioned in my ltac.­ouent make tt altogother a d1ft't~nt queotic)n toda1 from what it....,. before. 
l!r. Dul<ar. I "'!"ld not .think ~ly that tho ad-t of tho "'"~ wo~ld make a d1fl'ennce 1n themoral1upecteof a.contnot, npret~~ f1r amphed. 
Mr. PAm.. Neither .would I . 1 do not think that there it any 0011• tract, up.- or 110pliod. 
l!r .. DIS!<EY. We will Jlll!O that, I 111111 remember the ~'1 broAd nB8ertJons of there being a mornl i.Mue iM·olved and I ·do not think th•t ~hey lhould cbanjC6110 suddenly, although~ do need IDOOOJ and I behno that,....oughho_l!Oout and~ it b1 all tbadift't""'t ~oda • nd meena that wo can. Did I underotand yoato .. , in a newer to Hr Mown that you would disv-of the immunity on both aidto~t that oi the Stalee and of the Go•ernmontf 
Mr. PAUL. I think weebould b6consilt011t.Hr. Dilney. Mr. Dmncr. B o ... far.._ now, wonld that~l Would it~oo far that 1 t•e ~tate. and Fedenl UO\'ernmenta could indirectly tax each othert ~or lnstanco, would you permit a State to put a tu on a Federal build· ~~ ·~ tho Federal eourt pay a special a o uent for that Federal .,,, ldii\P; t 
Ak P•m. I think ""'may len& that to tbelt«i~Jatunoo, which will certamJ.y not pass • 81ltute that will go to too great utrem,., Hr. Dlal<a1'. II JOU ltlm loooe this dootrine of immunitt tho !tp laturo eould do it, oould it DOt I ' ,Mr. P>:m. ~- Dilnef., it ill not a quett!on of tuming loooe tho doo­tnne of I?Jllll)lnlty. I~ 11 I'!'*· l!ndor tho prtet~nt intarpretat.ion of t he Conetotulton. there "'"'? ~muruty with I'OI!j*t to thooo obligationo. 1'hot, at 1-., Ill our poOlt.ion. Now tho only 'l.-ion before 111 Ia whether wo shall put a particular proTi.tlon in thil ttatu!6. , Hr. Dllo~ .. I want to clear this up and 1106 whether I am thinlrln1 elea~ly. If 1t 10 looee1 as you say, what is to pre•ent the Oltlaboma J.oglslat)ln~ from putmg a State statute •P.ns that Ok1a.boma may have& ':'Kbt ~put a taxon tho Federal boo!!~ th«rol . Mr. PAtn. ~ onl1 thiDg that we are t.alltirig about il tau tion of moomo from obhgationL We do not haw the qUMtion of imposing a t .. on the Government. 
Hr.~.,.. I am co_ming to that a little later. Now I want to .u.t c.Jo. to th10 theoretical -~- of iDlmunity on tho part of both GoT· emment& 

.,tt &eed msto 1116-&nd mv id .. on it is rather nebulous, I a~t I we. 0 prooeed OJ! that tbeorJ1 JOO do gift lea.-. to the !opluno t.o P:t='d.--~ mcb an ad>OD, tboup II ...,nels pretty far felclled and rather M lowous; but you mab it pueblo. 
Mr, P•m.. I do not think that you do. The quMtion hero is tho q~on of whether to tax oertaln inoome. It is not a qoeotion of tuing tht Gcnenunent.. • 

, I 

• 
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Kr. J>uny, But I em takiDa yoo at )'OW' word on what ;rwiOid to 
Mr. KcLMn about <U.poaiog ol UU. mutuol immunit,. 

Kr. P•ut. Wbatieoid to-xr.KcLMn moy have bOon Pl'Ottt broedly 
MalAK! u f~uently happen• whon one iJ talking extem~raneo'!lii. 
But dl that I meant to uy there was that I thought there ahould be a 
c:nmplete reciprocity as to the riaht to t.u income from th- obJlaa. 
tione. 

Mr. Dw<.:r. Let us tab that proposition, then. I do DOt wont to 
toke a lot of time. If there is that oomploto ..c:iprocity, then tho w ... 
tratlon that I auggostod would not he inconceinble, wOuld it! 

Mr. P•ut. It iiOO!d. 
Mr. Dw<rr. Of tho Stoto t.uing the Feduol OovH'Illi>Oilt'o real -Mr. P•ut. I do not hollove that the CoDJiitotion would he inter. 

pTOtod eo b-dlfas to enable one goveMUilfllt to tax another go....,. 
ment diroctly. am talking here, u I uy on page 8, about privatA 
immunity from Federal income to:r. 

Mr. D11xn. I want to &tick to lhat I!Ubjeet. I want to eee if I c:an 
loUow thialhing through and do • little thinking on the oubjeet. Evl. 
dcntly Con~ thoug6t it wu sound lhat neither government ahould 
tax the other directly or indireetly. Evidently tho earlier deoiaiona of 
Ul& Court were to that etrect. 

Mr. PAut. Of course, the Ki"9 ond BooU'I' ""'" is the moot -t ..... 
)!r. DuNn. Yes. I agree lhat Mr. JustiC$ Manholl wu wrong 

when he anncunctd that the power to tox wu the J!Owtr to dootroy. 
Mr. P•m.. Of coune, tho pooition of the Treasury IS that the State~ 

ooght to have won the Boozer"""· 
Mr.DraNn. Whatwuthatl 
Mr. P•m.. The position of the Trouury ia in favor of the rigM 

of the Slate~ to w oleo. 
Mr. Dlll<ET. To tax what! 
Mr. PAUL. To tax tlto income, for inflt&nce, of Fedornl omp1oyect. 

To tax tho income of Federal eecurities where there is no proviou1 
contraet mode by the Federal Government. 

Mr. DJSnT. It oeema to me that that leada into a tax&tion by one 
Government of tho other eoootr or later, wbiehever one eeems to be 
tho II10il powerful And, of oouree, you and I know that the centnl 
government finaUy gets to he the moet powerful 

Now, lee 1110 uk you UU.: Were you before the committee bora a 
-k or oo ago when we were opcaldng about this I 

Mr. P•m.. I do not think oo. 
Mr. DuJ<u. Suppooe ""do give the Federal Government tho right 

to t.u tho income from State and municipal ;..ea We willouppooa 
that the Con~ would docido to put oome regulations on thoee !8ouet 
and determine what particular i1111., that income should oome from. 
Then l~t ua say that after a whilo eomo other Congreea should deoide 
to make a ditrerence between tho iBBUea and tax some and oxcmpt 
othare. Certainly the Federol Govcrn.ment and Congress could dooide 
to toke jurisdiction over the ieaues of municipol and StatAl bonda You 
would have lhat authority und.er thia doctnne, would you not! 

Mr. P•m.. No. I woufd aay1 decidedly not. I think that the ftnt 
P.&rt of your ototement would JnYolve VOI'J' definitely the discrimina­
tion rule. 

UV&Nll10 UVI8JOH or uu 

Mr. Dwurr. On lhio quootion of discriminat.lon how fu ..., you 
go in taxing the income of Stotoa and muniei.paliUool Can you 110 further than the 111bjecta that I have indicated r 

Mr. P•VL I do not think you could, hocalllt you would be pnveniAKI 
by varioua proviolono o f the Conatitution. You would he diocriminat­
ing if you made any unfair distinction between 1- In other 
words, 011 claaliftcationa must he reuon•ble, and 1 think a oluai&&tion 
to distinguiah unreuonably bet"een ditrerent itoues would he IIDOOII· 
stitutionil. 

Mr. Dunr. B ut auppoee that the Su~remo Cou.rt -iDee! it I 
Mr. p.,._ Of <lOU'"!., i f the Supremo Court llllttaiDed it, tbot 'II'OOIId 

- lhe quootion. ·•ll&t aoems to mo to hoc tho·-' q_,., bore. 
Mr. Dw<u. I am not trying to hog the q.-lcm. I am U71Dc to 

find out whether I am oorrect or not. 
Mr. P•m.. I do not bue OW' position morel,_- the ~on of 

ronnuo. I lhink i1 is a question of revenue, u I toltlyou before, but 
I would also put It on morale. 

)!r. DtaJ<n. In the old declaration lhore it eomething said about a 
swarm of Fodoral og<nt&. I can visualiu that if you e&ITJ' t.hia t.hJng 
far enough you may actuali,Y see sitting down at the eity council a 
swarm ofFodon~lagenlll telhng th<m w6at kind of bonda to iaeuo, and 
~ot letting any county iasue hOnda that do not come up to apecilica. 
tiona 

~!r. P•,._ I have not considered that p..c:iaappreheneion of yoon, 
but I think it it pretty far removed frOm the queotion that we have 
before,.. of wing th6 in<Ome.. 
. Mr. D11"u. If wo t.u the inoome of tho Stotea and municipalitioo, 
1t lotmo to me that we do not have mucll further to go to let ua t.u 
e&eh State din>CI.Iy or indireetly or let the Stotoa w tho Fodenl 
Go•ernmont directly or indireetly. 

That is oil. 
~!r. K1<1l'J'80J<, D088 the Trcaoury recommend reciprocal toution I 
Mr. PA,.. Itdoea,Mr. Knutson. 
Mr. Klfvnol<. Would you confine such right to Federal and local 

securitiee t 
)!r. PAUL I do not believe I unde111tond that qu,.tion. That i.a aU 

that we bavft involved here. 
Mr. Kl<oreoJ<. Would you confine the right to toz on the part of the 

Stotea only to Federal bOnds, like victory bonda and liberty bonds! 
)!r. PAm.. I would uy that 11 this Co~ ahould remove UU. 

exemption from the statute now eootained m 18Ction 22, it oua~>t to 
oonoent to tho toution by the State& of Federal bonda In o(ber 
words, all we have here is a question of wing the inw...t on bonda 

Mr. Kl<1m101<. I understand thal I am .p..Jdng of lho inOCJIDt, 
the interoot on the bonde. I thought that it wu u.ndoratood that that 
,. .. the subject that we are diacussmg. 

What about the numerous bond i88ue& that were guaranlAied by the 
Federal Government both u to principal and interest! To name a 
few of them: The Federal land bank bOnds, the Bome Owners' Loan 
Corooration bonds, Tenn....., VaUey Authority bonda, Columbia 
V~lle1 Authority bonda, and olhen, of whieh I underatond there are 
nOIJOd11mowo just how many, but I undentand that thoro are twelve 
or flft.eon billion doUara outstanding in U.O. bonds, both in in­
and prin<ipal. 
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Mr. P•m. I do DOt haY$ thoee fl.tru,... bdoro me. . 
Mr. KlllmiOlf. The &gu .... would ~oc.. make any di~ermot. lt 

would DOC. matter whether i~ wu L'!O b!lUon or twenty billion. Tho 
principle ia the thing that I am oon11dermg he.re. . 

Mr. P•m.. I want to be sure that I undoMitan~ your quost1on. 
Mr. KlltmON. What about the numerous bond U!SU.es !hat bav~ ~n 

guaranteed by the Federal Government both as to pr~ncipa) and Inter. 
ootl To name a few: TboFederalland bolnk bonds, the llome Ownera' x-n Corporation boOO., the Tt~ Valley Authonty honda, the 
Columbia Valley Authonty bonds,, and '!'hers. . 

Mr. PAUL. Wbe:rever in con.nt~tuon w1th these. 1smes we haY'e made 
a contract that the int.treet •b®ld DOt be taxable, I would DOC. IU"'* 
that we breok that contraet.. And I think that in a greet many of 
thoee CI.8N we hal'"e so oontn.eted. 

Mr. KJnnwo.'<. But, Mr. Pau11 lou are ukin11 u.s to break oontracto. 
You are asking us to have this bol corry a provmon that "!''!ld ptmlt 
tho Federal Government to tax ouiEI8nding State and municipal bonds 
ill at we"' sold rubjeet to being tu-<~xempt. 

Mr. P•m. But that was notour contract.. That was not tho Federal 
Government 'a contract. 

Mr. K"lmiO"· What is the Federal .G~vcmment I 
M,r, P..tm.. Historically, of courae, 1t 18 the Gov~mm~nt that wu 

crea~ under the Constitution, as somebody has 6a1d, 'Wlth delegatt.l 
powera under the Constitution. 

Mr. KlllmiOY. Ilelog.~ by whom I 
lW-. P•m.. By theStatee. 
Mr. KI<VIIION. In other words, thoee Statftl were the creator of the 

F ederal 0ovtr'I11Dtlltl • 
Mr. P•m. Tho States made a oompact which rerultt.d 1D a Federal ao .. mmtnt.. That is ~ht.. 
Mr. KNU'1'80N. The Thirteen States! 
Mr. P.m.. Yes, sir. 
Mr. KNtm!ON. The Commonwenlth go~ tognll>ef and d'!'fted n Con· 

etitution and set up a Federnl Government.. I"" t that roghtl 
Mr. P•m. That is right. 
Mr. KN'OTIO><. So the Federal Government is the creature of the 

Statts! 
)fr. P•m. That ia right.. 
Mr. K""""'"· Now, If the Stat .. '-e bonds which they aay are 

t.u ... empt, that is tho creator who •11 that. Then the creature.,... 
•wo woo't 'pay any atltntiao to the provision that thoee bonds carry 
about tu-enmption." 

I am noc. a lawyer. I may -m .. ry, very dtnst to aome of your 
~ ad•iatrt down there, who shako their heads. No<trthtl-, I 
am inlt"""od in UU. thing from tho standpoint of principlo. And 
I know that you are, and I lave a high regnrd for you, Mr. Psul. 

Mr. P•UL. Thank you. 
Mr. KN'OTION. B11t I am lust wondering whether the Fcdcrnl Go•· 

emment would hue tM rigbt, even AMUming that it is a legal rightl 
has it a moral right to toke an action that would eouao a violation o 
a contract that had been entel'6d into between the State and ita peoj)ltl 

Mr. P•m. I think it has tho ri«ht, Mr. Knutson, because the State 
nnu did ha..., any right to uoate an ....,mption privilege u to the 

U\'&NUK a&"VlllOH 01' lt• t 

Federal tu. What tho State oould do wu to mab "" ....,.ptioo u to it8 own tax. 
But, n~-:ith~taf!ding !-he t- that tho Federal GoVVIliQent wu 

creatt.d Orlgtnally on a ·lustorieal 80nse by U~e compact of tho Stat., 
it i3 o~. IJO\'efti,P government; aod t.ho whole doctrine of immunity, 
indeed i.a prtmlied on the doetiine of sovereil!"ty. 

Mr. ~ ... I acreo with yoo that it i.a a IOvertiJ!nty question. I 
think it waa IIOtt.led ...., dtliriitely bole& in tho aiatoea. But what i.a 
wonring me i.a if we have. moral right to taz bonds that have alroad7 been i.uod aa tu-uempt. 

Mr. P•m. Of courae, l may be whol17 wroeg about it; bot it aetma 
10 me that we have every moral right. IndoOd, it BOtml to me that 
on thtmoraloidoof thoquootion thoihoeiaon tho other foot. 

We bne a moral right to tax, in my opinion, beeauoe all tht Statto 
could do wu to grant an immunity as to their own tax; a.nd we an 
not violAting our own contract and we are not propoe.ing to take away 
from tho holdol'll of t)leae bo~ anyt.loing tllllt the State i...Ung the 
bonds had, the righ~ to give tO those bondholdel'l. 

Mr. KNUTOON. As I recall it, a year all" tl>e Treasury Department 
suwreated t.hat only outuanding State and municipal issues be taRd. Am!riJ!htl 

Mr. l'•m.. That ia right. The Secretary did tako that position at onetime. 
Mr. x.~.,.,.. ... Tho Treasury Wok that pooition a year ago, u I .....,llit. 
Mr.PAm. Abouta,rearago. Thati.aright. 
Mr. KMVt10Jf. I oooeode, of oourae, that thio situation is v&$111 

diJI'erent now; and if I can be persuaded t.loat it ia ·~ to do 
UU. in ordor to raise money to save the Rtpublic, Jam going to vote 
for H. But you uy that the primary purpote i.a not to denve more 
inMmeJ. but. rather, to equalit..e taxation throughout the country. 

Mr. t'AUL. Oh, no. I want to nla_ke my poaition clear. 
Mr. KNUTSON. I thought thnt tl111t w .. what you told us. 
Mr. PAOL. I rn~ty hllvesaid-I may have used--
The CnMRNAN. There h• too mucb oonfuaion here. We ea.nnot 

hear what itt being •id. . 
~Ir. P•m.. I may have used tho word •primary." But if I did, I 

would like 10 make it cltar that there are no acal• by which I can 
precistly weigh the relative importan .. of the considorations that 
go into our deciaion to make these propoaala. 

r .. , this: That the revenue aspect of tho r.robltm i.a a ...., lm• 
r>ortant upeeL Two.hundl'6d-oda·nrillion dol ara of revenue at this time. i$ a vtry ~t.riout matter. 

On t.l1e other hand, 1\'6 are also motivated in making tho pros>ooal 
by the fact that we think that this exemptJon dieerimmates m favor 
of the hij!h·lnoomo taxpayers and hu a very bad e8'ect on war morale 
at this tune. and it is mequitable ond enables a lttr~ number of t.ax· 
payers to pay no income tax, and that it particularly true at a tim& like this. 

Alr. KNUTIOH. \Vhen Mr. Disney questioned you, or, rather, U.· 
P""""<l tho fear that in granting the Federal Government this pow~ 
of taxing the Stal•, t.Jie ineome from State and municipal boodol, 
he up~ the fear that it would 1t"e to bring the States undv 
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I f •L· Oonrnmont to fir u their I!Msl dai,. 11'0 the direct COiltro 0 ..... 

conoemecl. could ~ all the I!Msl afliro You ._u .. , I am ION, that you· with bond ill-, throup 
of tho Stot-,sn.ooflr ~they "''"'wU.: :&, thet nobody would biiy 
tuation. You !""'ch ld ~.f"""~t in an a6oolute otopping of futuro 
th- bonds, wbs wo . • bonds, which ore badly iseoded for 
iJ1uoo of State and munscspoii • 1 think that that ia 1 viol .. t eonitory and other purpoees. • 0 no 
lll!llmption at all. Kn !*> I do not want to i!top tho Stotoo flom 

Mr. PAUL. Mr. u 'J, ropooing 1a • atatute which 
IB8Uing thany .. ~."~j ~~.m~~.~·to ":troot 1 tax on the lnoomo from 
enabloa o '""• •. 
State and munieip~ ~urdt•::; that statuto in ouch a way that that 
. No'!, "~11can "" 1!shY -Then th,.. other thingS ~.~may happen 
•• all It "'' accomp 1 

1· tu Con-. mav dofermme and accord· or wUI not bap~n u u re .,.-the 5 I& 
illg to the Collltitution ~it may plhrotectb • 11 bat futu.re Con~ 

Mr. Klnmo><. That 18 wbe~ .!.[" '!-the" rub • • As Hamlet oaul, • uere .. • 
may dotermtno. but thoro ia alao in the equation the powor 

Mr. P5Am.. Not ~!rtlh."·t..decide an• atatute unconalltutional if it of the up~mo ':""'. ~ • 
'olateo the Conttstuuon. · • • ot • •-t 

VI A the to that we are tn>"Wng st " n a "'0 ""' _!~p~:~,.~~.e u:t ,..., are beaded for a pretty radieal fonn 

of J!O•omment sn dth'! ~~tryt·oo'n -LouJd suoooed thio one thet ia ••en Suppooe oome a msnmw• "" th d thtir 
more radical than thio administrotion, and that t"J. ~~~~ y"" 
mind& that they wanted to break down tho ~wor o •. the 

:~n':t~;.1nti~ :::~::h~s~~~· ~o.~ t!t ~~':r.!~~. ~~i 
on tho income from these bonds. • • • • M oorta' -.. 

A1s·. P•ot.. Then it would be discrnntnat>!'g ~gam •• & '" ,,,... 
of income, which I think, would be unconststutlonal. 

Mr KNtmOM Who would atop thoml 
M;. PAUL. I ihink that the Supl'OJ!'e.C<?urtthwoid i!toPJ'•~aul I 
Mr. KN"""'"· You are more optim>~~·· a,n ha~ .[: I think h n to ba'fe re&d eome recent dec1stons o t . e uou l ~ffthis Court hao in ovory case made tho conotruetion of the aw 

that they a re told to mako. . 

~ .. ~;.~f~~~~~~ 1!~ :.~~~;";!'-! to ~ht~ 
reward must be turning O'ter in their pa~es many ~M • mon t 
""/ thi.ngo are going u far ao the Supmne Court 11deoai doem:·tbillk 

do not want to depend on the Suprome Court 1 an o n • 
that JOU do. It ia no l.onger the anchorage thet st UJed to bo, sn my 

opf.j~·~ot want to Indict tho Court. I t may be that I ~·voth'.": ~ 
atep with tho timoo. But u far to I am concerned, I tlnnk th 
greoo ought to keop ao much of this po"or in thoir own hlndl ao •1 

~~~ /:::;, queotion in my mind but what wo co.n tax all tbb.-~ 
thet I have mentioned, lib tho T. V. A. and the Colum •• • 
Authority and ot.hero. 

That ia all, Mr. Chairman. 

UWlfVa - or Jttl 

llr. &a Wr. Paul, I bolieTOlOOI llid ""- yoa ...,... hen oa-t a 
'JOU ~ thet the 8ecnic&ry ru.cta1mod ""Y intouliaa of tu\ag -..lei­
pal boOdl that wve outiiODdillJ, State &Del mliDi.cipal baodl: That 1o iho way I undeniOod your t-mony hue this aft.toioDoon. 

Mr. P•m.. I wu not bore then. 
Mr. &a Maybe it wu llr. Tarleau. 
Mr. TUZAAo. l think that is aubotanti.Uy correct. 
Mr. Rr.m. I wonclor if you have a r«oril of tho number of Stoia 

ond municipal honda that have been i.-sued Binet tbit otatament woo 
mado by tho Soorotary of tJse Treasury he"" boforo l.bio commit.teo. 

Mr. P•ot.. I am tolil that wo con get an approximation of that. 
Mr. REID. I would like to have you do that and put it in tho .-ri!. 
ltir. P•m.. l will do that. 
(Tho information requeoted io u follows:) 

.... .... 
,_,......,.., 
~~-·-·········· "'·-· ....... ,. ,....,_.,........ lto.m,• -. ... 
,.._.... ........ IM.1ft. IM ........ 

:.J:::::::::::::::::: -n::: ,....__............ : ....... , . ........... .. 
~::::::::::::::: ·~::= ;::.~:::::::: 
t·eobll~.::::::::::· ~m:= ::::::::::::: 
~"::::::::::::::: =~= ::::::::::::: 
Na.:,~i.WM::::: •·•-::::: ,..,,.: 

.... -
·~-. .. ~~-----,.,.-....... ft. .... ....... . ..... ... .. ,. ········-·· 
l:t~= :::::::::~: 
... ttl, .. ·······- ···· ................... 
.~::= ·:::::::::::: .... .............. 

n~· Ttlt&olliil Durtor ..... H, A.pr. 11,1042, 'hwnry~l, Dlrll:loaOf'l'&l~b, Apr. 

Mr. R,.,. Hero Is tho otattment by Mr. Morgenthau on that queo­
tioo that I referred to: 

UntOrtunateb'. taz...-emptloo dAUH •PPH-r In maQ ot the outlt.uctltlc ,.._ 
or Federal ~t~euriUet l .nd t.bMt Jlf'Offtl.et mUit oot be •toltttct. In U.. CUt tl 
8tatt 1.0d lotlll eecurtuea, bowner. tbete ba4 ae-tet beta U7 ~Dtntt or ..on.l 
ooaaml&meat betwtt:a tbt l'tdtnl Oonm~HDt aDd tM 81!all'li:J ltoldert or tbt 
State a ad loct~.l ,OYtmDMOtal aalhor!tlte: nopntlq ' f"tldt.raa tuatloa. lllaN 
tbe Supreme Oowi ~loa ln l.be tta ot Ora"".,, iYJC«tc ta Ul8lf) flilr--•IDded 
upuu In t'OOetltaiJ,ODII a.w M-. b.ld ao doubt at tW ~ pOwer Ud .eoral 
ttcbt to tu: tht IMODM tro. ltatt Ud manldpll~ 

Tbatotatemont wao made 011 Ma~ 8. 
I do noc. !mow how many honda have been ioouod bz State and 

municipal authoriti .. buecl upoo tho l551lJ'IJ>ce of the ~ of 
the Tniuury that!"- oucoc.OOing honda will not bo taxed. 

Mr. P•m.. I would like to han it eloar, Mr. Rood, that I do 1101. 
think the Secreta,.,. of tho Troaourr modo any etatemoot to the olrect 
that hondo l ... ed could bo etunalfy exempt from Fedora! tu. 

Mr. R-. I do not claim that he did. I claim thio: That in •lew 
of tho fact thut tho Suprorne Court hu bold that a moral obli&ation 
is a oullleient conllidorution upon which to baoo a Cl8e in tho oourt.s, 
":• should 18 llfomboro of Cl'JI8fOM. actillg under an oath of o&oo; 
g'lve eomo regard to moral obhgatJon. 
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Wr. P ~Ot- I certoiDiy .,... with you. t~l ,. obould. .U ito a 
q~ of whelhor there ,. a moral obli&etiot1 ander all the ~ 
of tllia caa I would ba the lut pe....,.. To •Y. that ,. oboud <II. 
reaard a moral obligation if I balieftd that ooe exiltiod • 

llr. B-. Don't you think that when we have r~~ alooc here ovtr 
a period of y .. rs and have nnt taxed theee municill<!l bOnds, u­
munioipal and State boodo, ud people haYO lnveated in thom, '!'0"1 
tion .. for potriotio reuono, many timee bacauae of local 1/ride in 
aomo project out there-for instance, I know of one communof:wilh 
1eso than 20 000 people who are i to bond themool- for ,000 
in oo-der to do their part toward~u~g an airport, and the ederal 
Oovornm(!l)t to put up tho rest.. They never in the world in m,y 
judgmont would p ... that bond issue if they thought thooo booda 
wore ~~:oing to be taxed by the Federal Oowrnmeut. And yet tbe' 
are go•ng ahead on the theory that we never have tuod thooo obi.•· 
gationo '" the pa-.. Now, when you start taxing theoe obligall?OU. 
you are attAcking the borrowing power of tho Slate and municipal 
authoritiee. 

Mr. P•v o. I do not doubt., Mr. Roed, that a great many people 
b .. e in•Oiled in mllnicipal .....,.;ties in the manner that 1011 auggeot. 
I alto would like to pomt out, however, that a great many ha-. in· 
ft8ted in munieipel ttCUrities for no such mcti'fe at all, but nthtr 
limply to a•oid their ahare of the IU burden. And I think that that 
ia very dtJinitely proved b7 th- figures conta.intd in my ltatement 
as to the inerooltd amount of lb ... .....,.;tie$ in the larger OllotM. 

Mr. Ruo. But we obnuld not destroy the oonJidenoe o f the paoplo 
in the Federal Government because a few have abuaed thit pri•ile~ 

Mr. PAtn. I do •ot think it io a few. I am aorry to .. , thn I ito 
not think it io a few that have. Neither do I want to lay that it is 
n.....,.rily an abuM. AM long aa there is that provision in the statuto 
T do not blam• anybody for buying municipal bonds. 

Mr. Rtam. l n '80tne eases. tor mstanee, in a community th&y were 
ambitiouK to go oha1ut. It may be. that $0me very 80-lflsh peraoufJ mnv 
have put then1a0lv'" in the light of Jl"lriotically mindtd individual! 
by toking over • largo numlx'r of th..., bonds in that locality which 
might not ba rtndily salable on the market.. They may t&ke th•m 
0\'er. Novarthel..,., the community benefits by that operation wh•n 
they come to selling theee bonds. 

.Mr. PAUl. I trit<l to show that in tbe a,·erage cue there is a nry 
lima II intel't'llt ditreronti.al 

Mr. Rrm. I do not think that that • ...,...,. the qu,.tion. I tbink 
that if yoo adopc this principle and make it pollOiblo fur the Fed•ral 
oo .. mment to ltep in and practieally d ... -noy the borrowin,or power 
of ~ State or a mllllicipality, you are then simply dootroying thO oo•­
oreJgnty o f the StaUe. 

Ur. P•m. l do not think ,.. would be doolroying the bom>win« 
power. I am aorry to disagroe with <OU there, but it 8HIIII to me 
quite dear thet wo would not. • 

Mr. Ru:o. Let me .. y, ionpair the borrowing power. You eew "'""' 
hoppened to the bond market after the speoch of the Sec"'tary of the 
Treaaul'.Y 111 Cleveland, dld you not1 
• Mr. l'•uo. I do not know just what happened to tho bond market 
afte• tlmt opooch. But oM may make nn analogy ~·ith our own Fed· 

,. 

a&v&m~& an._ or .... 

era! Bituation. We otrtolnly ba•e no4 d~ 
power by remo•ln& the utmptioo from F ederal ..::d.,..,.,. borrowiac 

Mr. RaD. No ; tiut 1011 11M what roo .,.. do' the..._ __ 
ing po..... YO!' had u uhibitioo here tJUa ~to f h·.:::':"'"'""· 
..,..., eelfiiDanehop. You call it voluntery but I ha ll"ac~ 1

""'­
uP."ri•""" In th~t lint in the World War. ' Tbet is a ~uti,::r .!""" 
It·"' a perfect pooce of work ae campaign literature 8<JOI d up. 
P••gn p.-ure go<o. But when we call~ it volunta I an · at....,. 
not imagine anyt!ling obort of a bombehell that ~:.,l~:nly can. 
the p.....,.re that •• put 011; them to buy the bonds. And th pare {:' 
to buy ll>em. That >8 a ll rogbt I am not critioiz~n& that t ef1 oo~t 
have to seU thOJJe bonda in order to win this war • • • e 

But I would like to kno•• what would bavt> ha· ned h 
nl<'llt of our cltieo and our StatOI 'f tl. ld fpe . tot e d.evelop-

. . d s . . 1 u" ea o tar.n~ munic_•rul 10• 
eurJties an ~ tate aecurJuea had been invoked say the • 
years. , , or ut. .6 

~rS. ttf:l- Thldat is a ,Prottty big qu ... iou, but I think that our ritioo 
an a es '' .. u noe nl\"t sufrrr.<t had 'lire had the rvle that we now prn 

th 
• lam. They bad that ionm."!'itrtaken olf during the Ci•il War 

so at they could tu tl.--.nlloo· did thel notf 
Mr. P•m.. I think lbty did tu tb;. eteontiH at that timo u~ 

was that datef - • """ 
Mr. Rao. Th• t«h o f October, that ....., had an i- tu The 

...... that wydidn\ do it tb.n .... heca ... the Court at ttu't r 
would not pertnlt ut to. ,_ 

Mr. TAituVo That woo in 1894. 
Mr. P •m.. T.Jo• w~ole queetion of the abilit1 to impooo thio !rind of 

tax arooe by v•rtue of .the Poll"!'~ deci&ion about 1896 or oon•~hin 
hke that. 1 thmk durmg the Covd War tho income·tax law d 'd 1 g 
mcomes from State ""d. mun,ici~l. aeeurities. 1 • z 
M~. ~£m. ~<.-an eoe m flus, 1f H goes on as it has and there is no 

restrJCI JOn on •.t-1 do not know ju&tl how 1ong this is going on or ho 
{~r we •t;'!1r,mg-but juot aa •""' u this philo!!Ophy ia adopted i~ 

IS tax 1 , Y.OU ll'f, ju.et h~aded for a straight out-and-out central 
government, w1th central tas1ng power, that will eollect. all of the taue 
eventually and then. allocote th•m to the State.; and they will allo­
l'&te them on ~he ba101o of "You do thuo and oo.• That;. uact17 

"""'-
1"1! ad'!' btadong, and I do not agroo with tho _ehiloeophy that we are 
an on 1810luble union of indHtructible States if this gooo throngjo 
siJMr: 'l'auow"'":· Mr. Paul, I hsitate to get into a dliC'OIBKm on~. 

tutJonal CJU$10no from ohe etandpoint of being juot a _., lmall 
country bus[ntll!man booidoo my mtmbtrlhip up bert. Bat isn't lhtre 
ahecueSo pendonJIC before the Tu AppMl$ Board that;. liktly to go to 
t .,_ PrtmeCourt that will decide this wbole q.-ionf 

mr. PAUL. Thtre is 1 tue a tNt ca.. 
Mr. Tu.ow•r. Brought b1 the Tmsury itatlft 

be~~ ~~"B;,.~~t io corroct, ond I belie.-e that it ;. now pending 

Mr. Tu.ow.r. Before the Board I 
Mr. P•trL. That io riaht. 

. llfr. Tu.o1ur. But ihe,.. h•• to be a decision ronderod there bafore 
",'¥~to the Sup,.,me Court. There has to he a dteision of the Board 
0 •• Appeals before it con get to the Supreme Court t 

Regraded Unclassified



U't'&I<V8 UVI&IOK OP It U 

Mr. PaUL. That. il richL That il the idea of bringiua tho ... 
befoN Lhe JloucL h ·~'- • ~--Mr. Tu.owu. Why bring tbe.ttul!llion up "!"at w~ tuno "''""• If we wait for tbe docaeion, we wall havo 10meth1ng delimto to co by 
<>ll<l way or the other! We aN going to 6n4 out fr!>m .tho Sup~mo 
Court that the poaition Uaat,you now take 11 c:onstitutaonalJ. or you 
.,. goina to be told that it is not C!'"etitutional.. Why ~ von~ 
to onaet 10mething Lhet is oo delinattly unetrtam as to ata c:onailu· 
t.ionalily in ad•ance when such a dec.i.aion iaaure t~ comet . . 

Mr. PaUL. Mr. Treadway, l do not want to get mto along duac:\ltlloo 
of Lhe P""ioo caoe • I ~'-·-' all r· Mr. Tn.u>wu. We ha .. betn hOYtng a ong ..-on a ltmoon 

ht:r. PaUL. I know it. But that .... that 10<1 ha"' montiooed .In· 
•ol••the taxation of etrtain bonde of,tho No": Y~rk Port Aut~nly. 

Answering your q_uestion, "Why dor:' t ~e w~1U , my ~er aa thit 
we cannot ~ o doc:>Sion on the oonetatutaonahty of taxmg State and 
municipal tionde unl..,. we ptJ!8 a lllttute. The Supreme Court. doet 
not take up moot questions. • , 

Mr. 1'a1ADWAY. 1: do not know tho prooodun> accurately; but WIt 
this true! You ear thot thot .... is befon> the Board of Tax App6Aie 
ae to tho c:onstitutaonality of abo taxation of the Port of New York 
Authority bonds! • 

Mr. Patn.. But, as I unde...tand it, Mr. Treadway1.Lhet tnrol•• o 
aligbUy diflertnt question. That mvoiYOO the q.-aon of whether 
thOoo ~rticular bonds...., within tho p.-nt otatutory enmJ!tion. 

Mr Tius>'IUT. Whether the Trtuury wina the decision in ihat coa 
or wb.ther the other &ide wine it, ~!'at ~bject, which is the subject!"'!' 
before ue here in the b-d ......., 11 gomg to the Supreme Court; II at 
notf . . I • I b d Mr. PAtn.. That is true. But at as on y m t ae very - 081.,.... 
that tlaat may be Mid. 

Mr. TauowAT. It oooma to 1110 that it would save Con8f0'1'1 a g~at 
doe! of trouble and eovo tho people in tho Trensury a tremandoalll 
amount of trouble when the""""" arc so nearly parallel, and it l!lltDII 
to me it would be the better part. of wiedom on your part not.l? p­
this eubject matter here before Con~ today and got a decae>On be· 
foN Lhet qiiOilion actually gooo to th6 Supreme Court. 

){r. Patn.. I om infonDOd that tho decision in that partieW..r coa 
may be xuch as to throw no light on this qutetion. 

Mr. Tn.u>wu. You are sunnising eomethiog. There is oo etrtainty 
about that being the..... But tho porolltl uiste betweon what yoo 
...., endoo•oring to have Co~ do and the poosible decision. 

Wbon we~ that decision, we will have &OmeiJ&ing a81nnati•o ono 
way or the olber, eithtr with tho Trouury or against. at. And I think 
that it ie very inopl"'rtuneto bring this qu08tion up at chis time while 
e. waiting th't dOOI$10n. 

I think onother thing. I am lnalinod to tlaink that one reason why 
thia quastion ia before us today is thot you want to got thia enoeted 
into law by Congrosa befoN the Su~rome Court. p._ on the <(uoatlonl 
becaueo then .JOU con OOJ' to thtm, ~ntlemon, hue is the atlatudo o eo.,..._," Of oouno thot bae weight. I am told that even taotimoD1 
lllbniitt..t to a oommilleo and rtmarko made on the lloor of Con..­
ha .. a certain amount of bearing on the Supreme Court. docieiODI. 

~~PUtm ..._or au• 
Mr. P ,..,... That would ha" a bo&riac Oil tho interprotatioo of 

statu~ bot I do not think it -.Jd b&" any~ in --ic! with a itutlonal ;.. of tbillti.ad. 
Mr. Tn.u>wn. I oannot ... the difl....,eo '*"- the cooo Jlllld.lu. 

that you odmlt 7ouroelf ia there, and tho rolotioaablp that It laoort ~ 
the cooo befoN ue now • 

That ie all. 
Mr. Rao. Mr. Chairman, I would lib to introd- a do m• .. ._ 
The C...W<.ur. Without objection, that wW be dODO. 
Mr. RaD. The document that I mer to Ia eotitlad "Poww o1 c.... 

g....- to 1'ax the Intoroet Fl'<lm Scale and Looa1 Socaritioe ODd tho 
Compenaotion of State and Looa1 Empto,_,• a "'POrt to 11ae J oiM 
Committee on InWnal & ...... Tu&ticiD br Jlll~ llaf pllliiWit to 
aootion lli03,.Revenuo Act of 1926. It wu pub!Ubed In 1'1138. I merely 
wont to put lD pagool to OL 

The CuAD!Kalf. WiiJIO'!M>bjection, that may be put In tho record. 
(The document Nfern>d to 11 u followo:) 

POWER 0 .. OONOil£88 TO TAX THill INTBRil8T ~ROM 8TATil AND LOCAL 
8RlCURlTJI:9 AND TUID COWPBN'e:,\TION Or M'ATil AND L()().AI, 
Jo;u:t~LOUI!IS 

.0XJU.aT 

,.J.',!: ~t114,r •'Ill "•"*" tour Uf«'h ot t.M 411*t1H tf \11.1 .-(H: ~~ 'l:'b.e .,.. .. 

PUT J, W.ll'l'lt• "'• ~ R4s ra• h 'W'U ro '""• "'• ....... C'ftotta r.u Otll.IIC'I'Ll' '10-. Jnuaa • • eun ... ~.r. t«am• 
lt .. 0.. ... .=:.r dlh ... tkt • -uttt:.ltul ......... , • tlilt..., ~.., .. , •Mdil u. ._ laS ..., ........... '* u.c..t. 

• • 
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I 

•r.ten ...... 

a&nJIVII - or uu 
,._ .... la-.-- ... --......... o..n .. _, (l("(lalloat u aa tneo.M tu aDd DOt u 5 tax. fa U.. ,.....,. .,..,, llr. J\Litlte l'uller, In wrtti.QI tbt W&Jortr., o&oo. Wd II to be aa l.oecMDt taL Ia Bilk "· tfale a oaN 0( A.-....al M4 : 4tctdlld M~ & 1_,, llr. Jl&lllc."t Oal'd<*. Ia d:tattl~CP~hl.DC bet'wMo ll tU 011 tbt ._. abid ~ t....._ ot tM l~ bola tM bOedll bl a ....,..1 leco.e tn. •N: 

'"NoC..blq ta ~ OIII:Dieo le at wt.r W'IUI .. .._ • · ........_ (I .._ .. ) w otMr ~ dedar1.ac tM t:..mmddte ol IO'tl til ........._ In nt. a.. elted aDd tta ~Difl tbt IJI"'bb• tor 6edllott wu wbetbtr a tu II1N"I I• t"'JH, t1'tn tbODC' oot a propet'CJ tas tn ~ or tot ~ pu.,.,_, ..,.. otJe 111 •u('b a teo.M or In •uch a mature •• to hamper tb.t ~ ot t.bt Ot-atral GoYtromtot tbroocb tbt lnttrhruce Of tbe ItaiM or lbt treecto. or Ill• 8catet thl"'UUb OM lnttrftt't'IK'I ot tbt Ototral Oo:enua&L Tbt ltm.ltllttoa. dfdartd 
LQ thole dfdal.o• were p tbtttd b7 liDpUeet&oa tnm lbe KN«a.Tt crt oar~ 6;pt._ aDd wert acto eed•ted., .. tbt Ooun: btlJeoftd. co the l*bUe polleJ 
··--~· . F.\'ta lt tbe Wuto. OtH can be rep*"ed •• preTeDUnt tbe 8tatN from 1"71-ol an Income taz: on tbe IJXOIJHt from l"edtrtlll!c:Ur1t1-. It d14 not etttle tbe quMtloo u to wbethY or DOt the Federal Oo-.ernment eoold tax tM lli(!()IIH tw1m Reate 11nd local Reerltle.ID tbe form ot a l':ntral net lnte~C~M tu. 

(.) l'lr'd Po41«tt Cnt.'-Tbat qONUoa ... DOt dtddtd DDtll tbe ~t(Nt.f boldlq tM latome-tu ~ ol tbe ae1 ot l88f aat'OCUidtoU...L on.. ,..._.. tu ~ottbea« ot 1 .. lal1Dpotllnaa J"'f'ftl tuaDtt lllll"!C''IDt.lndoGtcl asiJK'Odle lntee~t from ltate alld tocw.J boDdL 
ln tbe ftrtt Pollocle OIIH," PollOCk. a •Uoellbofd~r ot ttlt P'lrmert" Lolln A TI"'.ft eo.. ftled a btu tn equltt to vrtvent tbo Truet Co. trom mAklnc return• a net 1111tq ht«~me tue• un4er tbt act of t89f. Tbe r«!!rdt abowecl thlt the ntt hM!OMe ot tbe coml)lll.1 durln1 the leu el'ldtd Decottnbtr 81. IBD4,1.JD0Unted to o.-tr taOO.OOO: t.bat ac CkTtTH rtat.al o tm.OOO nom tb rt~~l ftltat.. atter declodt:QI 8tate aDd 

loel;t taiM. aDdu lDC'OOIIt ot about aeoAOO rro. ta-.....ta lD ~~ntttldJI&l bood&. "'be tot..,.,.. tontentleoa were llMidt M to tbe o~tutlooaUtr of tbt IC!C: 
l. 'l'lte &lw in lm,poc!Qaa tax oo U.. t~ or rtoc.. ot rnl -..te lmi)OIItd a tu upon tbe rttl Mtate lt~f and, tberet.ort, •uab a tts wu " <lJrttt tu­ltld •old btcaute lmuc-ed withOut rtrtrcl to lbe rule ot t .PUOrtlocuoent. t. 'l'be law Jn lmpotll)l" a tu oo tbt lateteet or otber ~of bood.l or otlwlr swrtona.~ prvpe.rl.)' La a tu u.pon tbe l)trwooe.l Watt IIM.t aDd 1e. tMfe. fort. a dlle« ta.a ud ,.oW ~ .... 1a»o1ec1 trttltoat ncatd to tk ,.. .. ot .-..~ ......... 

-a. DeNali! UM: ... oo the~ f i"'aa *' Pf'OPfrtlll,, pei'IOOaJ Pf'OPtrtt Ia ~4. the wbolt law II iunlldattd. 
4. Ttle Jaw 1M 111valhl ~OM.! lml)tlllna lud.lrtt•t tUN In .-lobu lc~ou (If tbe «<ll.~jlltutloMJ requlrtmtnt of unttormJt7. 
G. Tbe law lt l.o'talLd eo tar u la:IJ)OIIac a tu u'POQ ~~~ rwthf!d tro. State and miSUldpal booda ta 4.'01lCf:rnecl 

'De Cont. fa • 11111JorU1 opinion b7 Mr. J ... ife PUI:Wt'. I*Ml!d. • .,_ tnb' two Of tbt eonttntloaa railed tn tbe Mit. It btld the I.MOOII& tn: Jlr"'"f'ltlOI» U.IK'OO­.cltufl01lll tniOtar u tbt'J taxed tbe 1'!.'1111 and Income or thf! I'Nl tMate 1uMI the llk"'me trom municipal bondt.. H did not PIN upon tbe qUt'tJf1(1n u to wt1etbf!r a ta.z on the ln«~me trmn perwooal vrope:rty was a dlrtd. tn and., tbtreto,., YOld btt'aUIN! of Wlnt or ar)I)Ortlonmenr. The dtdalou ol the Court In rep. rd. to tbe llll!bllltf of lbe Pede.ra) OoftmfiWOt to 1e'r7 a tu on the IDC"'CCJe troal 11u1nlttpal boedl. W'l.l Unuimooe. Tbtre .-.. ~ ..,.., ~ lltd .. Ia tbJt ~ HO'W't'\'ft', tbftoe ....,,.. two en...~:~. ooe b.fllr, J'UM.ke Wl!He ud t.bt oc~ bt Mr • .Iuecke Harlan. bat tbetlt Juatkw dlleeqted trom Lhe maJoritJ oplnloa onb' tntOfar •• It held that • tu on tbe rent• or ln<!Ome ttom real propertt wat a dll'f!tt tu. While tbt Jnlltleet were f'QUaUy C111'1ded •• to • betbf!'r tbt tneome from J)ti'Mnal Property .,.,.,a dlrt"C:t tn, and thereto" l'ftltJtrtd no oplnloo •• to thla Qlt@ltloa. thef w(lre In enure aa:rftnW!ftt that eon.,..... bad oo _po'Wff to lU tbt lnrome t\"'ta 8-tata or klat bonda. In tbta c.•o•u*ftOtt._. llr . .IMI.Ift r'UIItk, Ia tpttlrrlnl tor ,. mt.JorttJ', • td: 

:m ~~= :: ::.. 
OOIP--42--pL 10--tO 

• 
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'"Tbt laW under <'OUIOtnUoa p.-o'f"ldM 'tllat DOthlq btNI.Q toota!Dtd J11aU 
1DD11 lO Btatn, te~oaU.. ot munldpeJIUa' It t.l corHtndecJ Ulat altbOUCIII a.t 
PnJIRUC1 or teft:llUM ot tbe 8tt.let or thf'lr IOJtnsmeniiiiUta tanuot btl ta:rtd,. 
l~fti'Cbt-1~ the lot'Oil~ 4eriYc-d trow 8tAtt. c:ount1. and nnmlcJpaiiC!C'Urltle. ~D M 
~ But we thlnllr: tbe MIM wut ot power to cas the proptrty or ~~f'nll8 ot 
&be 8tau. or tbelr lnltt\IIMntaliU. ullllJ lD ff'latJon to a e·u oo tbt to~me fraaD 
1Mb lfftrttlel. IDd for tbt ame l"'fUii'IID. aDd t.blt rtUOD t.1,;1YtD. b7 Qlltf JIQC:Iae 
MarA&IJID W'ulO. Y. ~rlUIOII (2 ht. ... d ), Wbtft t. .aid! ...,.. rtabt le 
1aa tM c.trad.to a47 n.tftlt. wbfa a:llldt~ lllUC optntt apcatbt powtt to bclr1"'W 
Lottore It ls ~ ud ba•e a IMQI.Ibte IAihW:~ on tbt toatract.. 'l"be tsltllt 

of tbt. ID.ftutoe't ~ oa tM wUJ of 1 dbtlot1. ~t. To 1.07 ttttDI, 
b0wt1'tr tneonclderabte. It bl a burtbto oa the operattou ot ~QTemment. lt lllil1" 
bt carried to aa utertt wbtth ahaiJ arrttt tbem enllrtlt. • • • The tAx. en 
Oo•ernn~nt atodt Ia tbouaht b1 tbta fOUrt to be ntu on the contract, and tax. oo 
t.bo power to borrow moner 011 tbe t'rtdlt ot t.he Unltfd 81118. avd OOo.aeqntnUt 
ro bt repupant co c.be ContUhlllon.' Appb•lnJ tblt lanau~t.., to tOOtle munlt1J)Il 
NeurUJt .... It 11 obvlou• tbat IURIIou 01:1 the lnte:reet tbererrom would operate on 
1be PQW4!r to borrow brlore 11 It~ f:ltrt'IM!d. and would lint • lllf-D'-ible ioftuenet 
oo cbe «~olr.d. a11d r.hllt I he 111 In qoe.Uon ll a tn: on lbf! pow•r ot lbe StalN 
and tbtlr IDitnlt!DeOtaiiUea 10 bono• IIIIOMJ' and t'On.llfqutniJt ~I)I.&I:QI.Dt to tbe 
OoM:Ututtoa. .. 

Ja Otber worda. entlrdl ln61p OOPnt or tbe Qllf'ltloo or trbttber a tu • 11M 
llkoee from Pfi"'IDll PfOPHf7 .... a dh'tC't III,. It waa bfoid that the etntnliMt 
lacome taz. lntotar u U appUtd to tbe lDC"'OIIe ti'OID 8tat• or auudd,plll boadl 
wu a tax oo lbe po..-er of tM 8tat8 aad tbt-lr Wtnlo'"tallt1ttl0 boM"'W' IDOntJ 
anct C'OrllleQuenUr rfPUgruuu to the C"onatltutJoa. With thla "lew, both ltr. Ju­
rlc:e White a ad llr. JoaUct uarla11 a&rtfd. )fr. JWitlc<e Wblce statlna: 

"'ln ftall'll to c.he rlttlll to lndud~ In 110 lo<'Oan4! IIIX l he lnh'fett npoo lhe 
bondt ot munldDal corporatloc~ 1 tbl.nk the dedJion• ot tb_ls Coort, boldine 
tbat lbe l'e4oral OonmmenL ll wltbout power to tAX tb• 11~lt1 of tbe Statt 
I"Ove.rnment. embrtce tueb bondl. aoG thu tbla tetUerd Uoe ot author1tJ 11 
C"OOdull'l'e upon m7 JudamtnL beN!. It dtt6mlnM tto Quettlon that 11rbere 
tbtfe t• DO po'III'V tO IU fOr ID.J parpoet Wblte'ret', DO direct or I:Ddlnet t:u 
ten bt 1m poled. Tbe aat.borltk!!l dted Ia the opl_oloo are Ofd.ll'"e ot tbll qa. 
tloo. 'l'be7 are rdt1'ant to 001 ftUit u4 DOt to tlle othtr, beeloee. Ia tbt .. 
Nit u..tr. ll ftlll powu- ID tbe hdenJ ~~ to t:.u. l.be OGl7 C"'Gti'01"tfiJ 
btlne wlletber tbt tu IIII:.POIICI tl 4lltct or ID41reet: wbUt Ia tbe other ~ 
Ia no power whateTer ID tM Federal OoTf':rll.lDfftt. and. t.benfo~ tbP ~. 
•htthtr dlrett or ltldtrec:t, t. bt,TODd the taxlllil power."' 

Af\tJ Mr. J·osttce HariJ.n cooearrtne lo tbe toUow1oJ etat~nt: 
'"While proptrt7, And the .. Ina. proftta. and Income der1ftd troro prope.rtt. 

be·l o-n~tlng to pr1nte corporAtion• and lndlYiduata. art wbJectl ot taxation to-r 
llat purpoee: of J)(l.)'in& the df'btM R!Ul pro•ldlna for tl!O C:OOIII)OII dtte.n~ amd tbe 
«enl!'rll weltart or tbe United 81"'~ tbc lru~trumentallllet employed by the 
fieuue. In eaecuUoo or their powerw are not subJects nt t.ftUtlon by the General 
0o'l'f"rruDtnt.. lftl' more than tbt loterua>eDtaUUe~~ or the Oolted States •~ tbe 
.Ub.)ertl ot: tau.UOD bJ the 8111M: Ud aDS tax (IDJIJIONd d.lrtC1J.7 UI)OID ln-wt« 
d.Ht•ed from bopda '-Mid b7 a aaa.nkil*l torporatlon tor publk pu;rJIOI8. 
...,. Ole aall'to"t7 of tbt Slate- •bole ltlltrllmentaii(J' IC ll. ll a bordeD 110011 
lbrt uer"~Ue of lbe po-qon of l.bat ('Of"'))O'altoa. wMeb ool7 lbt State tffiltlllc 
II mt.7 lmpow. Ia *" a tut It ll l.m.mtterUI to IDQulre whtUitt' tbe tas '-' 
In Itt •tore 01' by Ita OPtniiGD, 1 dlrt(t or a a lad1rtn en: tor tbe lut,. 
mtntalltl~ of tbe Stat_........on, wbl('b. u la well ttttled, art munk"':pal <'Of'PO" 
n~tlo~ uerclllll.f powen and holdlnl propertJ for the btntftt of tbe ptJblk­
nre not aubje(tt of oat.IOMI tuatlon In any form or /or anr purpoee. WbUt 
lhe r,rope_rC)' of prl•ate eorpor~tloot end of lndhldual• It IUbJect to taxation 
b7 l ,, Oe:Dt:raJ Govemmenl for naUooal pui'])OMII. So IL h111 ooen f'r'fi!Q.utntlJ' 
adJud,ed and tbe qufllliOn II DO tou.eer an open one Ia Cblt Court. .. 

(0) f'N 8«»rtrt h'l«<k 0..._"-Mtt:r the deciJioo ID the Ffrat PoiJock CNf. 

the a.ppelllat .ftled a petition tor rtbearl-QC tor tbt 1'8.100 that. tbe Court bad 
tJ'I)t't!lllllfd DO O(llok:ID tn rtP"' co lbe toJ.low'IQc aocCtDUOu : 

L 'lbat tbt act WU OD(-'IOUijtutiooal u to ~ f1"'0D l)tnCIDil ~ 
trtJ' U lQtDI cftrfft tuta wttOc.ot IIJPOI'tim~Dt~'t. 

2. nat the TOld 1.oftcM.cu pro1'W.oa to.-..t~tt tht eatlre lb('OIIII8 cu .... a. That Lr any Jllf'rt of the Income tu t. toa•ldel'td 1 d.Jreet. tu It II 
1Dnllc1 for wane ot untrormltJ, 

UftHUII IIIYJIION OJ' ltU 

'IN tr. t. tol. 
On rbe queetloa• upoo bkh tb Coo 

~ .. e, It htld In cbe ~Del ~t&- 6 rt hAd rtDctt:rtd no deela1on In the arst 
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It .,....n ,..._ tiiMrM ~ lliiC ,..,._.fill ,........, tbt ..... lll.a • 
~~ pt'OIIf'f'tJ r. ,...nW .. a ctlNct or BtiNtt ras. tt ta ""' • _.... 
liD , .. tDeoet ot .... ud IOtal boDdll ----" .-dttl-•• -~ -­... bornwloo:-" ........ _ ,... _ .. .. .... .._..will> ..... 
dlloo or the- Supreme Oovt lo C-'1««.,. •· o.r• ud ~ • · U..,., ,..._ • 
It eboald be oottd t.blt to tbe 11,...,., (lOIII rtDIIff'fd oaMr tlwt C:hU Wu Mt;a. 
tiM Coart upbeld th Ot•ll War too::ae to aa a.PIIIkld to 11M prol_._.l ... ,.~ 
lnp of Sortnttr, 1ft atforM1 at law, u u lodlreet: tax. TM Ill oo ntb .. ,. .. 
lap wu rte.'Oiftltltd u aa Indirect tu:, DOt oal1 tn tbt illri,.,.,. otH, bat allo ta 
t~ Poii/Jat C!IIH.t, •Jr . .Jt11tke hller ablt:loa tMl aa ~ tax oa plu or 
proftt• from botln• prlflltSft. empi01DieriDJ. and 1'1'1NttiON efmld hf flotlttth.,.1 
u an t"-.:c:I-M ta.L In ttPIIe of ttl@ tact that It bu a twa71 beeu l"ffCCCPIMd tbtt • 
tu on l .. mtn.l'il ll not" dl rec1 tax, but a.a lDt:llred. tu, the Court. In CoU.tctOf' Y, 
DatJ,' beld lhftl tbt (lSvU Wnr net tneo~M tax w .. not IIJPlkt.ble to iht ll~ome 
ot 1 Aualt J udltlll oft\eer b«'auee It Interfered with the ""en ttlll t\IOCUOnt t1K'et­
llt'7 tO tht tXllttl~ or l11e State. 

The eoaclullc~n to be dr!lwa t rocu c.bt e~see up to tbl& point he that tho locomt 
trom State or local bondl «Joh1 not be taxed. becau.ae to do to would tnttrre.., 
wltb tt.. borrowlu& power ot tbe State. 

(e) Tole t.'otiOtt41 Ute IMIMnJifct Co.. Cllr..tf!,'-frbt Ret·tnoe AC"t ot 101& tx· 
em:pttd from tbt Jl't&ortl Income tu, lnterfl8t upon the obJI.J;attont or 8tace. or 
tbttr pol.ltleal aabdl•ltkma. 'Mti.J nempc_loo wu roatlautd In thf! Hift9'f'hot Art 
ot 18'!1 and aubMq~t rtt'tal.M! •cu. ex~ wUb '"J)fd to tbe fl)ed•l IIIWJlbod 
pi'O'ftdeel tor tbt tuttlto or llt'e t.awrt.Dte eompa.a.W aDder tht Rt'tMoe Art• tf 
1e::n. 18'14.. tme. • nd uns. Prior co the eoad.lDtDt o1 tbe a..-.tH" .A.tt otta:u. 
ureoiJlJu,.Dte t'OGQ)Ia.lea 'W"e1"e taxable like ordf:oary t'OI'JIIOI'1Itlou. Op to lbat 
ti.I:Df. ,_ ll'lit"'et lod~ JW'ftlllum l"tUUJU ID4 etDital aaf-. 'n.. ~ 
..,.. aiiOWtd to clfodad tbt .-oont r-Id oa ~ (uftlll at dl•ldtodt), ud 
tbe amount rtqtiNCI bT aaw to be addtd to tlelr ~ At tht aaa_, ...U.. 
or lite lannDCe ~c. Ia OtftalbH' Ul20. u ...,. .Uied tbat tM .. ., wu 
~m.~~~tltfac-c:ory both tbe coatparda and t~ tlae Ooftnt.mmL After anaeh t'OftiW.. 
entloft, Co~ 1IPOD COMOilaUon with tbt Ufe.4olaraace ~a- lad wttll 
tbe &pproftl of at ltuC ,.., of tMaa. tub~Wotecl a DeW pla.n tor compcttiDC tMir 
taxM. 11M IM'W DlU Clt:I'IDtd poq.IDCOIDf' U tbe p.- UDOUDI ot 1M.'OCDt ~ell 
doriD.J tbt cu:abft, rear t rom l.nt~ dl•ldtDda. a.nd n!'l:l.ta. Thla deftnldon ltUOo 
matiH111 extiUOed '*' taxation anr porttoa ol the pmnlo• "W b1 the polk'J· 
bolden to the cot·npanr, u well u ~DI:tal pi• laeluded wtt.hln loth deJiniUOti 
or vrou lneomot wu lnt'er'f!lt derived trom tax~tmPt eecarme.. ~m the,._. 
IM"Ome thUI a"IYtd It, there ~re a llowed eertaln dedoctlotlll : 

C 1) tnt~rtlt Oe:rlvfd tror:u taa~tmPt eecuriUE!III, If 101. 
(2) A 1um I'JQUII to f lltrtent or the mean of the rompan7'111 let~• I rf'll!'rn!ll 

dltnlnllllled b)' tbe Amount of tbe ttll'.tatml)t tutere~~t, and 
(8) Other lteau 11ot Important here. 

Under c.bta plan a IIA!-In~uranoe compaa1 whkh b&CI a.a IOOO«N frOm State 
lad auJat(llpat bonO ••• not tnUUed to tbe full amoont ot the dedueUoa tl 
• ptl'l'mt or tbe mean or tbe re~~ene tu:a<ll, bot wu f'flQOlrt<l to rtdU<'e tblt UDOUat 
~ tbt lnttt'Nt dtr11'td trom tu~nmpt eemrttlea. 'l"'te f'f!MCioD tor anowtn& tbe 
ckdut't.IOa ot 4 ptfftftt ot tbe l'tlltM'e lt thlt a porUOD or tbt lof:t'I'Mt. ctt ...... 
aocl rent& l"'t''IYed bl,.. to be uted each JMr lD mal:ata1rli:aa tbt f"fflltf1't: that la. 
added to It oa tbe 1:11• of a certala lott:rtllt n..te .. m.n, from a ~~ 10 4 
Jlf!f'OHIIt. ecc:ordJQr to t.be l=tatutt'll at lbe tneral State&. 

'!"beN Wft'l two «~atatloftl ta Udl cue: 
l'lrM. tbllt Urtt Uft-liiAI'UO& tcapules Wft'l! dl.n.laa&ed .,. ... aM 

~Dade eo exaa ~· • a«''OO!!t ot tbetr cax~pe IH'a.TidM, ud 
8ecood. CU.t U. d.lalaot• Of the o:rd1na:r:J' ~ ot .f .,..._ ot tM 

-· ot ............... bema. of tlltertet l't1Ctf9fld. lA fl"ttt, ..,.,. tM 
tltiiDC.lon ,_rutflld. to tbe owwr. 

Tbt Court btJct thAI to Cllttctl1 tu the lftcome trGe tbt tttur111f'lt amocmted to 
a taxatloa. ot lbt Naar1Uee themltl•8 aDd Ulat tbe United !tatet JUT aot taX 
Slate or mo.aldDAJ obltpUooa. It tbto c.'OOduded tbat "'COnlftll!l -.., oo po'llm 

• II W1ll,. lit (/ITO), 
! }T'~~~·.~~ I NO), 
' ITT U. 8. OQIJ. 

U 't'&:NVa UVIalON OP t t t l 

CJGtlilr.utT 4 

1~ t rocD taub.lt aou.ree... tJOO. 000 
lneome t r o ca tax•.at~a,pt 

lnttrfllll~---------- .. -·-- 20.000 

0f'OIIJ lncotne..--.. - ...... 
DeducUont: 

M.J.Ief.lLaneou• 
IOIJf'CN.---~-... $1~ 000 

Tax-~xew,pt In· 
terett..~-.... -..... 20. 000 
"~at (if the 

.anea.a ot the ,... 
II&J"f66, ,_ 1.1.1• 
eaempt lnttto 
1!11 ------- ao. 000 

,., 000 

eo. 000 

eo. 000 

-. ...... . 
·~ tn. tua.blt eocutte.. t:IOO. 000 
lii(!OO)e t r om tas ..._pt 

lntertrtt--------·.. G 

Dedne::O~ locomoe_. ____ 4~- 100. oeo 
Ml.celtaneoo. 

10~----· ao. ooo 
Tuc.empt ln· le:rett.. .... _____ 0 

.. ~~ ot u.. 
roe..a or tbe re-
~------ 110, 000 

eo.ooe 
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(I) .._. o( .......... - · ., .. ._... --

It II ~Ceoded that t~ ~ C'NU W'trt dfddfd OD the t.beorJ tbat I tu .. 
the IDrG~M ot ma:ald:pal boDd:t Wll t.bt fQ11191k!at of a taz- oo tbe boodt U.. 
lllf'IYS Tbta tODti!Dtktl'l 4oet DOt a;ppMr co bt tor'Nd:. 1111 the ftnlt PoUock (lUI • 
the Ooorc did not dedde the queMion at t.o Wbtebe'r or DOC: the l~ tu on Pf"" 
toM1 OI'Ot>f!-rt7 ••• t direct ta.x. I>Mpltt tbla, the Oourt. bel4 tht.t UHII.oeome td 
11 IPJ)IItd Co monletpal boocb wu lnf'tlld bfooll.llllfl .. tbt tu la qustion Ia a tax t«< 
the p&Wer ot tbe State. an(l tbelr ln~~trumtatalltte. to borrow Q:IO:O(lf, and. eoo­
Jt.lntll rttmJnflnt to the Ooottltntton.'• 

In I be IOOOnd PollocJc; CGH II Cbltl JUitiC:. l'u11C1' .dated tn recard to the Aut 
PoUOt'k COfe: 

"'We ban anllnlmoualt held In tblt ~N tbl\t, 110 tar u tbllJ taw oper.t:fl on 
lht l'f'C!t.lptt trom muntdpal boodt. It tf,.onot be toltal.otd btc:a~ It It a tas OG 

" lOT 0. ...... 
• sM tt; & ltl. 

UVZNU& UVWOH OP l UI 3007 
tbe power fll tiM lultee u4 011 tW.r ._,_...Utt. te bonow ...., ... 
(li)DIII!qDMU1 NPQIUDl to tbt eoa.t:I.QitSoa..,. • 

Ck!t._rlr, lbt OltllloD ... DOt aDI.DI.D*III OD tbe tbeol7 tbat a la:l OD tbt IQCQm~~ 
trom OlUDic.lpal boadl wu a tax oa tbt boDdl tbtmltln., tor at 1--. tour 01 
t1:1a !ud&U wt.rt unablt to eoaelodt. t'ftD In tat lltOOd catt_ tbat a tu 00 tbt 
ln<'OIM hom pei"'ICCI.I Pf"'Off"t.7 wu a tu: oa tbt Pf'OC!itrtl lt.lt. 

In CoA,. v. 0,...,..,• llf:r. l utk.e Stooe, wbo ttD6trtd t~ --.JorttJ opt:otoe, 
pOIDte4 out tblt tbt OtcleoD lo tbe Poaodr: tNtt 10 ta.r &I u f'tlated 10 a tn Go 
tM rt'Dtf of ... dlcl not r.- OPQO tbe JI'OQDd that tbt (Q. WU a lU OD .... JaDd 
or tht It wu •Jtct to tft'7 ltaltatiOo wll.kb U.. Ooucltatloe ....,.._ 00 Pf'OPl"t7 tu-. It dltttnalDed .. oab tbat ror pa.ropo-. 01 a~t tMre 
wu elallarlU. ta tbt Olltf'800D. ot tbe rwo tn..Ddl Of tu. ftkt1 -• tt a 
prlate to <Jaal.f1 tloeb u dlrk1: aad whlt.la dM coc.t~taltoMI ..., •• -..t ~ 
tar U dloe l"olloe* (IN(• OODCttotd. tbe lUaU. ollaclMt bua •UiddPil boiDdl. llr. J!Mtb ltoot l&ld : 

"'It lB b7 a ~~tor1Q' ot ....,..lD& Uaat t:be IIUivolfT or l~prododDitJ:witrv. 
mtt~t.atlu....l one IO"trD~Dtat. Srate or National, ft'OID tuatfoo b7 tbt otbet 
bu bet-a u'ft04fd to tbe I.DeOIU!. It wu lboaabt tblt the tn, whether oa tbf 
IDilru.mtntaliC7 Or 00 tbe lDCOCDe IJI'Odueed b7 It, WOU.I4 fqUIU1 bo.tdet:a tbt operaUoDI of ,ovttD.IJleDt." 

To the ome t tr'f.let wu the t»nc:lutlon of Kr. Juttke Oard010 In ret!CterL111 tbe 
ck!clalon In Jl~JU " · Blole JJoq.,.,.• Be ctattd ln r('ftrrlnl c.o lbe Cob v Oro.ett 
deei&IOD! • 

""PollocJr, •• l'or"'tMrf' Loa:A • ,.,..,,, Co. (liST u. 8. 420: 168 0. 8. eo1), ., .. 
ron~ldered aod diiUDpllbt<l. Two rullft&l emerp tJI a molt ot lbe analnle. 
D.J tbt ttt.cblct or tbt Polloe~ eou u.t.Deomt tu on Lbt rtDlt or ttDd ( 1&7 u 8 
G ) or eTM oa tbt trulta or otbtr ln~ot. (108 tJ, a. 101.) It aa Lmpoet u~ 
~ wttbla tbt eeetloa of the Coutlta.Ucm (ttL I, ~. 2. d. S) aonmlq 
tbt apporUoaa.tDt of dire« tans f.IIIIOGI t.bt Btatet (100 o. 8. at p. SU). B7 
tftldli.Dc or lblt •mt ea• aa I.D<mDe tas. If made to C'Oft't tblt lattfftt Oil ~em· 
aaat bond&. It a dOl upoa tbt borrowtnc JlO'"r ndl .. wu ~ tD 11,. 
0-'IOM "· ..,..,.,...,.., (4 WbiiL SlS), aDd Colkfiof' " · l)eJ ( U WaJLUS, W · 
100 0 , &. at PP. 110., 111), 'l'bt"re WU DO boldiDC tbal tbt lA& ll a ~oaf 
tor "ttT Plrp)llt or t.a Hfl'J' coott.n. We ION to all tbe tacu. 

"'lD lloe wltb lhat eooet'P(toa of ~Poll.-~&~ NH I• _e,...,_..,.,. Y, Dfrl.ow ~ 
& CO •• ..,,.., wbtrt tbe eoa:n pointed oat (240 0. 8. at pp. tft. 17) that "tbe oon­
dt~~Lon rMC!bed In the PoUoot. CG.~e did DOt tn aft7 drcret la~h·e boldlnt U1at 
locome taxet aen~rlet.l17 and neeetJiari.J.1 (ltm~ wUbl n the da• ot dlrtct tuee 
oo properf1,' but t11111 to 1~ conr.ra17 mcb tllx.et wtn~ tnrol't'tbJe •• tariJiee' exctpt 
to the uttnt thAt •lo1etlte a.ltht thUJ be dooo to tbe t Pirlt Rnd Intent ot tbc rule gonrntnr apportionment." 

B1 tbla IOI11tla~ It teerae C!1enr that A tax 011 tbfl hMX~Ine tfO(Q »rOPe-11.1' ne 
tteltt4: u • tu on the propertJ t>~~l.r tor tilt IIU"PPHf ot .,,IJI(Jt.(l tM nde ot 
lliPIO"'kMIMfftl 1nd Oust 41 tu c. tAe Wtrt-d Oft Mlll"f.cl~tl boft41 WI ~U..U· 
' " c cf09 t~PQA tAt ~., ~of til~ 8 t1Jtt. 

( .f) 61ff!Cf ot .. -..n.l ~ 011 trt04l/rfltf tic h~Jo(t ea«1 

J t bU DO( btta IICablisbfrd tbat 11Ub8ectotat dfdlloallt.aq .....tmed lbe IIOidlac 
lo the #"ooll)ct Nft'• tNt tbe FtderaJ ~t Mil DO potr8" tO taz- tbe 1.oc.ome 
ff'ODI S..te or ~J boada. '!"1M 4td8looe rtlled upOII •• d~blc: tbe ~ euu are ewa.&"'-4 aa toUows: • 

(c) 80N,.,.,t Y, 1't11 Cowrt}"'-ln tbe BOM,.rtt twH. the 8uprtme Oourt. 
btld the rlabt ot w ... ,laDd to ""' a P">Pt'l17 tu oa bon4e t.ued bJ' New To~ 
PetlftU'haola, ud Obto to one ot lta own dU.aena. Tblt eue wu 4Jstln1Ulebed 
In the PollOOit co.e lllltlt, 11 toUon: 

''Tbe quNtlon In BOM~MJrlf "· 7'crc oo.,.t (104 u. & IS0'2) ••• n ether the rta· 
l.aterect nubile debt ot oM State, exempt trom taxation b7 tbiH 8U1te or aduaU,J 
taxt(l tbert:, ,.,., tuable by fiiROtbCir State wlten OWIU!d b7 1 eUiten or the latttT. 
l'lbd It wu held thftt tMre was no proYiklon of the OOnt~.tlluUon or tM United 
Statet whiC!b I')I'Otl lbHfd aueh tt atHon. Tbe Btl IN hAd n<lt toYenautf!d that thlt 
«<Uld not be> don._ Wbti'H& under the ~1ndan~tal taw. u co th powtr to bOtr'OW 
mont;r, neither tbe Unttfod 8rtte.. on tbe ooe baod, nor tht IJtatN. on the other, : = "· Ill. 111 flm,)· .,.. B: t~': •• h. 

Regraded Unclassified



I 
! 

3008 

·•~ot B· •· .,.!Jl ..... "220 , 8, 101 _IOJI }, 
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Mtawua ••••• 
01' ~·· 8018 

(I)£< ............. .... 

Tbe ab:teeath ameodJUMI co lbe Oooetltvtlotl. •·b.Jeb becl.me e«eeth•e ,.,..,. 
2$. 1818. PI'OYidet u toUowa : 

"1'be OoQa:,... tbaU ba.,. PtiWf'f' to la7 and ~UJct ta:a. oa r.,.._, rrca WUb­
f!"''er IOilrte deriQd. w1tbouta.pportjooQMat ltDOq tbe lfn'eral8taJ:Hr, ud wltboof 
rfalltd to IQI' eeMIII Of fiDUtDtrt.UoL"' 

Tbt 8tlprtmt Court .... btld lk&t ..... ,.,.__ doel DOl utMd .... ....,.,. 
tuJQC" PGwft' 10 aew ob,k!tca; and 4o8 oot lift tbe eo..cre- aut1110r1o to tu 
lllifOIDt wkttta WOre tbt ,.Ctbtloft ot IM ._..cta.tat,..... bloT..S U:e JOWtN. 
u ... deddtd &.bat tiM II*"'PPOI ot t.be a.tndiiMIIt ..... to.,.....,... llle .,......~ 
olapponloa.Jn,: ~ lhC"'OIIe IUM u ue direct; a.Dd fart.btr, Ulolt Ute UMOct .... t 
Js not to be rnnded bf7ootl tbe ,.,..~~_~ t._r.,. IDClbted t1o7 1M: ...,... -.cL 
N~rtbel- I,M ._.AIJ\f ot lbe piii"QQf; "'tf'OIQ Wbalt:t"tr -.n:. deril"ttlt'" bu 

fbnaWwrd rroctncb tor coauauec~ C'OIIIr'O"ft'IJ t.acl debl~. It mutt tl* admtutd W 
I be coo.t pe,rwverlnr ptOI•~:Hiata thlt tbtre 1.1 a J)OIIIlblf! batls tor two lnt"""PN­
rauo,. or tbts lAt~aWiat; tbe d,.. tNt It wu llltell4ed b.J tb0111t Pf'OI)OIIdnc and 
rAtlt:JIOI' tbe •lllflld'ment IMt tbflll4t worda WOUld brfn« wlt:bln tbe l'fdtra1 tutrw 

.... " · • · - 0 '" "" ,,.11· ·~Of: t1. 8. - (M1y !IS: lOll • 
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a~t bfiQI tutned ud be CWWit4 wttb -.e lmlftPOf'Cif!d tbe biU W'ldldle 
p~~.....- 'trod~ trbJtntr IOIIrte dt'I1Ttd.' • Wltb ,....,. to the lttd.lloD I.e ...,_, " · a ore.• 8@Dator NtiiOft ald. Ia tbb letter: 

"'ll~&ve bftn verr torTJ co tiM tbat Ute 8aprtme Ooul'l ta Ita Mtll1oo bat ottert1 lJnort'll Ute phttiMI i In tact, trtllted tbe amehdlit.at u tb0u1b thll pllrue '"" 
001 • port ot 1( .... 

The RrtOtd dltelo.ta lhll 8enator N~t.leon wu Pl'8tftt ln U1e Senate at tiM: 
ume tbe debltt• on I be amendment were tallh'l plttt. It ,..., dtll:'loett that b:t 
1010 wbta fknator Uot'lh made hla onen-Quoted ~b wh~ rtprcl to the tatfl'o 
prttaUoa oat tbe a.mtoctmtnt, tb.lt Stoator Nt.leoa .-.. 1110 prnmt.. ft JN".e 
Ttf7 .tranp lbat ht lboukt aft tbJooaeb th ... debltN to wbitb tbe contn.rr 
Tilf'W WUIO dfeOIIflTitKl fOf'clbiJ lib ted, wltbOut lrtalnt tO .. kt ~'""' pl&J. 
4"1eu wtta ,.....,.. to tM dlfii)Qtt4 pMaa 

Wbto lbt a.JM'CMI~D~te~t ~ before the BtatN t., rt.tiONtiOQ. 1 ~ at 
PfC1111e. l.Ddvd:l ... •IDMt atpl aacborh'lee. ~ aDd odlltn 1:o p:d.'-1 ot mn..._ eKJ)~ pa..e doabtt at to the proper ('Oftll.,...looo or tbe di$pvtfd 
pb:rue. QoTtmor RaabM, of New York, ID t. -It to hta 0totrat ~~. 
pobufd out tbal the pbra• ooold be~ u to lodQde not oalT IDeOIDf!f' t:n:a 
propef"tT, but 1110 later8t troa:a State and local _,rltl.-. fill ~It wu 
J;ITtn wide cii'C'"latloa, 1nct btl popularlt1 ewplflel wttb a <rtr7 ~ ~ 
tor hll t11l1t7 ot mJDd aocl 1•1 ab1Ut7, uoOoubtfdl7 macte b1a t'ltw~ ot ~D~ 
lllde-ruble wt1rht In Uao mlndt of State lqtelatorw. Se-nator north aoo tbe llllilt 
a na l~nK!d k:llbn Root, took t•ue with the ~rnor nnd, In a elear an4 YfrT 
toretfnl mnnne1•, polr1tM out that there Wflll no llubolltantlll Jr(l\11\d upon wblth 
nntoot toult1 conclude thllt lllC! Cott1rt88 lnttndOO to 11o llnJ more tban to re~e 
the apportlowntun teQulrtmern wltb 1'8(1C!Ct to ln("'mt tas\"t. 

Senator 8or11h polnttd out turtbtr, tbet from tbt btlfnnt.na tbe J"edtral tax• 
[QI powtr hAd been plena17 a nd tompletl!l exarpt tor tbt ex-pre. mtralDbl lm­
~ b7 the prowU:lou. rf'Qulrb:ll apportlon!Mftt or dlrtct ten• and cbt UAI· 
tonniiJ' of ell tUN. end the lmpUtd rtttretnt. undtr Court dedi!OM. a.ptut 
dlmlauuoo ol tbe Mla.11te ot ~ tbt: burck>alnl ot hU'~t ot State 
powen. tbt lm,.triQf'Qt of tootra«a. dftltal Of Clot P")t'tle. aDd tb8 J'lk~ ue 
ot tbe ta.alr~& IJOW'ft'• Ia otber wo~ U...t nC$1 tor Ute l'fQIII..reDat for u.. 
appot'IIOOIDOI ot diNCC lbtt ud the 11Dlt0f'11llt1 ot tualioo tbat ttle FMtrtl 
t•dq pcpwer wae Julll u bf'OI.d and •• til tOC'IOII.,.. •• tiQ7 ocl'le:r opraa power 
'"*.ott'd to tbe Ollili"HH b7 tbe O>ai:Ututloa: bat, Jut 11 wtre aU of the otlttf' 
~n. tbt tu'lna power ... aubJeet to t.be pw~l tlmltatkla. aDd t8trtlota 
pt"OT"kJf!d In tbe OonlthuUon. 

Otbe:n Jotned tn the aenerat 4eblte and a number or <rei"J rorttful optnkm• 
were ex:ptteHd rmd elrcuJtHtd among tbe Suite I~Jhlllhl ri-'L BoweYer, no one 
<'flrl tm;r Ju•t wtuu eft'C!C!t these 11tatemtnt1 btu.l In dmcnnlnlnc tbe f;bolce or the 
$ttat41 lt!(ltiiUOr& 

Wtuuevcr whl Intended. the oolte ot lanrw•se wu \lnronunalt. Conalderl.ns 
the llmflfJ)btre or doubt thrH wrroonded tbe IIJntn<hnM\t d11rlnr the time- of Ill 
rfltllktlt:loo, Ulfii"CI lll Utile !810ft to IMu.mct thll •utb en Important ~~~ aa tbt 
rf'mowln« ot tbt bu on a lt'tdt.ral tu ot State boncle woukl ba\'t beto un4tr. 
taken or tomplttf!d In 1uc:b am.biCUOOfl a.nd urlftrtaln tttml 100 Ia the abetoce 
Of a ctotnl llrtmltnt u to jMt what tbt lltt~U~P rNib' IHI.Dt. TbJa lftSU 
doubl7 <'ft'taln wbtft It ll ('Ofteldered tbaL Ud tM llttftt'- bHrt. df.l!aitell Uld 
UC't'naloabb' to h ttlocM State bond tntUNt. the 8tar• would u ... b!t'D CIYIIIC 
ap • <r~haal* lm•uahJ wlt.bout recet:Yitll ID ttto.ra llllJ' tOIII'Pifttit ~ ..... 

'lll1e poiDC baa bfreo •biT eulmftf'd up b7 Mr. WtUla• A.,._ lD n anide 011 
tax f'.K'fm:pc. atau1tt8 lathe M.bulletctta lAw Renew tor Nartb tt:h.. at tollowl: 
~D It be IIIIIUIIM'd tbat ~ wilbout 41.1Jeu-NdOD ot the ql.ltJit)()G. b7 tlloe 

dUIMJ UM of tour wo1'd11 In tbe middle of •• amn41Dt'1lt.. Intend to latrodoce • 
dmnn of 110 trt:rnt'tldOUI lftnlftnlncel Nf!w 1nd tubdamtfllal powenJ are not 
uauaur tOnftrt'f!d br " atnJle phr~~.te too~ In " pl'Orlllon huh~& a dlfrtrftlt pur· 
()Ollt. It tbe bi"'Ott.1 eon•tYuertoa would be appllecl to tlte am4'nd.meot, tt. m l&bt bt 
ev~o ronl!ltrued bi'O#Il1 t n0u1b to tax the tooonllf!l Or fl"l'e.IIUM ot tbe State or 
munlt'IJ)tl.l !"Ovtntmtnt thetoiii!.J<ret~. FurthennoNto thl1 bro~<l c.'On•tru«lon. U tt.Uo 
lller•UJr, would authorl~~~t the Impairment of tbe obll.ftllllon• or fQntracta. 

"It 111 4'DIIrt111mproper to lflke out a •lnale prtwiiiLOn or tbe Co~utkm &ad 
t"On•true It wllbo'" rt:fe.l'fflt::e to eMbe-r p~~~.rt• ot the l10eument. Jt I• trQuall7 UD­
JusUM~tbl~ to tab tbt ba~ words IDCI conetn._ tMm with aa \IDl"'mprGmlltel 

•ua u. a. t4a. 
tHQ--ft-f'L ,.__11 
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UterAlltt. \\Then the letter Ja the law. tbt peop)O be«lmt Yltthwl ot tbt unaiUU.C. 
dratt:aman aod the cal't.lftl COPJ'IIt. 'I'be otklal or 11trlct CO.ottrucdoo ot IJae 
Coa .. ltuUoo 11 prefet-ablt , tlrlt, bel!luee It oon.Sde.n tbt OoOJiltuUoo u a wbO'-; 
Mlt'ODd. lt 1.a OOt mlllecl tnto dll~rdinl tM form or tbe ~dn:leot fbr Ita IQ. 
ILI.ote. a.D4 tb1nl. It OOM DOt opeo the door to loeb rewlta •• lmpalriiM!Dt at 
obUptt.oGI Of CODtnl('bt, It pr8tn"f$ tbe f'nadaiHDtal 1'1llt thll lbe Fedtral 
Oot'ti'DIDftlt JDlT 1104. IU: tbt CO'I'fi"'UDUltal IAIC:rai:IM'Gt&UU• of the 8catt." 

b uaa. (Oil~ tbt ~ ID tbe a- ot ,.,. .... Y, V•Uto4 SUite. • .. ol 

llttrtft. 'l'be •alld1~1 ot a r.\enJ .._.P tu oa tortlp bUk of la.d.bac wu 
btto ... lbt Coart. ID blDI \M .eope to bt alloUfd. 10 lbe ptO'I'UIOD Umltlq 1M 
tas lq powtr, b1 I)I'Oblblllftl lUa oa artldts upontd.. Ule Oow1. la.kl dOWD u.e 
fOIJOWIOI poert..l rutt> wltb rep tel to powtrt aDd rttcrlc:Uou thfttOD: 

.. We are not here eontronted wltb a qoe.Llon or 'be t.stent ot ~ powen ot 
Oonl"!ll but one ot the tlmHAUooa lml)(Mie<l bJ tbt Conatltutloo on Ita ateloa. 
and It .etm.t to UJI detr tha~ the etmc rule 11nd •o:lrtt or coo•tructlon mutt a110 
bo recogni&ed. It powert IJI'IIUIOO nre to be Utlcen 11 bi'Oildb' gmoted ahd 11.1 

rarryltll with tbem autborltt to pl\81 thote •~tt •t•teh mar be I'N.80uab1t ~ 
... ,. to carrt them Into run executloo: ln otbf!r worOJ. If tbe Con.cituUoa 
la lt. P'Ut of powers It co bt .o ooutr'Oed tbac Oon«rttttllbaU be llb1e to car,., 
Into hall dect t.be poowtrw p.ated. U lt eQotllt lml)ttaltre that whee pro)al. 
"'UOG Or UmltaU. Ia cUM opoo tbe ponr ol. ~ t.bat PI"'blbltloa or 
11111.1t:adoo aboal4 be fllfort'td Ia Ita ll)(rU u4 10 lla eatlret:r. It 'WOilld bt a 
.U.Aft I"'.le of ftlllltl'1ldloD thl t l.a.qtlqe Cf'btiOC powmr; I• to be UbtrallJ 
~01trotd. Ud tbat laopqe of tNtrktloo 1:1 to be urrowlT ud ~ 
toDitrved. .. 

\Ylt:b rttard to the power of Conarttt to tax tbe lnterNt oo State aft(! 10<'11 
aecurttlet~. tbe llmltallon wa e no Ita txactln~o bec'•nute It waa 1mplitd rntbtr tbaa 
upre.ed At ln the abOve tniM!. 

Looldor be.ek OYer 11,. blalort or tbe nme:odment, thfl t011owlog po1nta at•od O'llt: 
Flrlt. that wHb r>e&IU'd to th0 t)Ott.lon of the l:tollock df'Cftlon deanne With 

lbC'Omet twm propeny, the Court"• majority ...... tJ 10 .: but. •• to tbe no• er of 
t.bt l'tde:ral Ooftmment to ta.a: State aod total bond In I erect. It wq unan11D01Jt. 

8ecood. Uaal Ill or"dfl' to kY7 an eftfll!tln lnt'Oalot tax. tc wu DI!!Cfllla.rt to 
rpaon tbe ('OIJIItltuUodl rtqoll"ttllfQt for apporUoniDtftt or 41.rect tas:el. 

Thin\ lbac Seaator Browa·• eeoood Jli"'O)(*1 JIOUCIII to do Just that. aod. cilat 
DD(blq more wat <'OatNaplattd o-r pollllbl7 to be tattrftd from lbe iaDXU.&'t Qllfd. 

Fourth. t.bat It Is utrtmt17 oDl.lkel7 tbat the ~atlf'el:r coaatltuted. C.... 
mlttee oa l'lnuee had Ia ID1M txteodtl'l& tbe JICOI)e ot lbe BI'O'W'D propoul co 
loeiOOe ta.x~pt lntfl"fft when It lrtnlck oat tbe 'fii'Ord "direct'" and l~~~~erttd 
tbt pbrU& "frOm 'fll'hateYer tOurte dert.W.. .. 

Fittb, that It L8 tltar from the atatemeota or $trlllt0rt Brown, Boralb, IUid 
AU1rltb thAt rhere wu no Intention on tb,e pnrt _,, cbtl Oonrrc• to Include State 
bOnd lnterut by the u..e of the dl~rpoted pbra.~~e. 

81:rtb, rhat 1n .-plte of Sfona.tor NeOOn't atlltemetlt (mede lu fl letter In 1020) 
tha t the ilir~se ot worda ••• made at bb lnlll&ttn~ flrHI that lH' nnderatood tbl!a• 
t.o lndode State IMmd lnt~rNt. It .etmt trtranp that bt lbOuld all anent tbroo.&b 
U.e debat8 ..StbOot •kl.q bla posit-loa cl~r. 

SeftDtb. that tbe or'lcfa fit tbe Phr .. e a:Ddoabtf'dl1 aroee In OM: Ole Gl tbt 
WOrd .. dirt«"' b7 8HatOr 8roW'D t.a Jals PI'OIJC*l. .. c1 It wat Q!f!d to a\'Oid tbt 
~t1 tOJt oalDc Uda u:popu:lar word. 

Elllltb. that efta If tbtn we~ doobt u to tbe prope:r ton!ltnlcdon of tilt 
pbrue aDd tbt Intention of UJ! framers, an amblnou amendment abo"ld DOt 

baYt been eon!ltn:lf!d 110 •• to lntrlop: tbe J)C)Wert of tbe Stale unleu tUC"b a ttf'P 
waa unQUL'I'tJoaabl)' and ln~nttOYertlblt autbOTittd. 

(f) Jdfot..l lltttJrpretatkHt 

The l!eOOrld queatton to be eondde-red I• whetMr the ~eraJ Government hal 
tiM pown to tu tbe tocorne trom State boodt bt reaaon or the t~xtetolb aJl'lftld· 
meoL Tb.tt a.meDdmeat J)f'OYtdM t:ka.t: 

""''be ~ tbaiJ biYe powtr co 1Q' aoel C!Oilfct lase. OD I.Dt'cmfll;. troa1 
wbl.tner eomee cStrl~ w1Ulout appctrtloluDftlt ._,.. tM ~ Scau.. aDd 
w1Utout rep.nl to •D1 ~" or taUADtratiOA. • 

• 1.81 11. I. 281. 
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aJOOrtiOGJOtOC amoDI tbt S~•t• ot tuM laJd OD t.ooome. whet.ber lt bl dHI'ftld 

f'rOI:D oot IOIJ:ret ~.!~JicOOMW" lbe Court so ckttnnlnlq wbet.bl!r or noc. a 
la t.be CUI ot .,._ •· . • mHalu ot the ihtfll'l~lb awen4mtol. Mid: 

ttock 41•tdend wu luome wU,.bln lbe 1fuecs tn eonoeclion wltb lbe lt.alna 
''Tbt •I.Jteen~ .... a~~Co4,.."11110~Uiou'a~ :•:ttrtet llUf1butable to lbtm btture tbt claDIIM ot the o • ..,.~ D.l 

eiDtt:ldmtnt wt.1 ':~·~uai('DI ff'.ferred to la lbe f onDtr opln.loQ that tbt 
Aoel tbeu reltlt . 1 __., to new 1 ub)echl but. mtrti1 ttlbO\'td 

amtll4.alftC dJd DOt O.ltllt tbe lU 01 --· rtloamtOt t.IDOUI tbt IUC. 
t.bt n...St7 wb.IO ot.buwiM m!cllt 01•

11
t t~r;:,;~.vucAdJ.• Kr J.uat 8tooe ot Wtl lalcl OD IDeOale. Alllo. lo M•fOII bl: • boki..LDc m.i tbl: eiStf.totll lD wrUlac lM -.JorU;r opbloa rtftrttd to c ~ oew dali£8 Of IO.bjtda. 

1 t·woc did DOl Uteod t.bt tJdlq pow'ft to U:, t.be lDC:Ome h'OID Stitt aid 
TM oal7 ('de 4lft!Ctll la~~': ~~.:.':~toeatwu that ot tiM NatiOMt 

loallliOode aftH C Ultt ~ 4.1 d~ Ia ltle ftrat pan ot tbe ~rt. Ia ZAt• Ill~,._~ ~DOt :-.kter tbt tb'letnt.b a.meadmrot dlreetlt but lldd lbl.t ~ un:~ ......,..,n "' llni)Oie ..ad~ a tax. 
tblt ConiJ'tll..,... witbO'Ot po-trer to bo Court, both by 4ltta and c1~1aioDt. 

Jt Ia re .. onablJ dear. tbtret:on. t.biL l IK'OIM: wbkh were not tuab1e beto,. 
Ul come

1
•o lb1e .~~ .... lont.~~~~=~ ~re not tuable atler web adOptiOn. lbt~ adopt on o ,,.uc: s... d 

· 'nte CnAIRXAN. I have here A 8hort supplem~ntary statement ma e 
~ l\f Williamson who appcat·cd here yel)(erday, on tho t?baoeo ell~a· 
Jon. ri:t is ju.st one :mort pajlll. Tho~ will be inserl.ed hero"' COMtctton 
with his ot&tement. 2778 f th ... hOArings.l 

(The documont refer~ to ~ppears on~ cal d . l\ir. Ra;y: l\!ur-
1'he C>unt>a><. The nut wttn .. on, . ~n ~~. and Sunty .. b .. i.stant nneral manager, Allociataon o ~ty &.II 

ki'~ti•es, eo :John Sm.<. N!" York. Is Mr. Murphy bore! 
Mr M't1&PBT. Yes, Mr. Cb&trman. • ----'f T!>4, ()JuDUt.<N. C<>m& fonrard and idenhfy J'O""'"' · 

STATEJ(EJIT or RAY JlUJll'HY, ASSISTAJIT OEIIEl!AL JlAIUOEI, 
ASSOCIATIOl'l or CASUALTY Al'ID SUltETY EXECUllYES, li'EW 
YOU, ll. Y. 

Mr. Mtllll'Hl'. I run Ray ?.Jurphy, usist"'!t genem~h"Jf"~ ~~J;hi 
A.oc:iation of ()asuolty and Surety Exeeut1ves,,on. -~- w oil 

ar This &S1!0ciatton is comi)C)eed of 61 pnne1pal st~ earu Y j'.fs':n~ and surety com pan itt Ooing business in the ,Unated Stat& 
Tho principles up'-<! hmin apply to all mutual lll$UraDce com· 
~nieo other thaD life. .......;.1 d · •· ,...., ··-o., Much a, 1941!, Mr. Bond. olph Paul, .,....._ tu a. nMr ~."'" 
l:leerotary of the Trouury, in hit ap~ befol'l> thlo commttuo 
mode lhe following stotemmt: 
J/lil~ ...,..liCe cotftPhfoel trMr IU. ut«~-Ma.o:r Of tM mat:ull ce-:: 

lnwrtaet eompaa_lee. tarat •• wt11 u am~n. are &1.-ea aD outrt1bt et.tiD:~U7 trom taxation under eet"lloo 101 (IU. altboUib that llll!d.IOD wu orl-' .,. 
dMiane<l to exempt oniJ tnnan and Iotti mutual COmptnlea. Otber mutual t'Oiot 
r-nlea. while oomtnau,. •ub}eet to ta:r, ori1tnarn, ';"~ ~o tax ~nde: ~~i: lft 
r~~~~:.~!;,m::-e:n ~ ~~~~:, c:~:: ::-; ttbe II~ :s:~ltJ' eoDlllllll:: 

rt ts 1uue.ted that tbe txe:mptlon In ~eetlon 101 (U) be (.'(lnftn:!csto,;:
000 mu~u•t eaauaH., eompaniN wbOM net taXftbJe tncobamel doea ~t ext more tbaO 

and wbl('b dO ooc 1ff'lte lnauraDC'I on 107 propert7 v nc I ... ue o 

.. 21'12 11. " · Jet 110210). 
ot tt>t 0 . L 1114 ltd). 
II tfT C. L 10&. 

unHVJ~ DY1IIIOH or aut 

t:JO,OOI). ,.....,... ot . ...... ,.._.,.., It .. """'* ...... dilat 0. ,... ... 
lDC mutual ~pu• b1 taftd OD tM ... Of tbtlr tn..._t IIK'OIM ad u. 
Mdd.UJOnl to tbtlr arp!UI wbleb are bet from dall:DI o1 poUoboWen. 

Such ltaltmont wu made by Mr. Paul u a put of tbe Tnluuf1.'a 
I'<'ClOmmondotiont for removol of lt*iol priYIIojioo. Wo eoncur in Hr. 
Paul'a otownenl that there is aortout d11porit7 in tu: --~ bo­
t,..., etock and mutual insuranoo eompanioe othor thaD Iilli. Such 
dil~t)'c:&n bouploinod in u-aimpJt termo: 

Mut.W. are ~i~ ODdly tbo ._ dodactiona u 1toct com. ,..,.ioo, In addd.ioft they enjo7 the followlnc doduc:tiolll which .,.. DOt 
ptrtni~ to ltock oomponiee: 

T110yore ponniU«< to deduet dioridendo paid 10 !"'iiqholdero. 
'They are permitted to d<duct amounta of prtmiUIIIll which .,. ,._ 

tllinod and added to llll'plta. Tbuofon, the mutuals hove nevu paid 
•ny tax tlthu on !Mir invostmentfroflta or their UD<luwriting pro6ta. 
This ~114 the declared intent o the Con~ to impoeo a tu upon 
both · and mutual companleo. 

Applying to a etuol figu""" o,..., •pociAI dednctions a llowed to mu­
tw"ls_ we find a mutual eomrHu'ljr with $46,000,000 of net. prillomium writ.. 
inA'S in 1940, showing 111,000,000 underwriting a.nd inve6tJ:netlt pro&tt.. 
payin~r nothing into the Federal TrettAury fOr income taxes. From 
1940 bUAin...,lhia oam6COmpnny added $2,800,000 to it$ surplus. Dy 
thi! samo pi'OCllM 23 IMcfu).<; mutunlo e•rntd $42,000,000 in 1113$ and 
poid nothing or noarly nothing u Fodenl income tono. 

During Lhe continuation of thMe special pri•il~ the mutuals ha.-e 
O<eumulatod O\"U the years not. less than $160,000,000 in ~~ .... 
which belong to the c:ompanieo fi'06 from <laimo of polieyholdeni. 

'V• wish now to clarity one extremely important point, ®ncerning 
which llle Jar~ commercial mutuala for many 7•ar• ha.., -ron;r 
confuood tl10 ••uoa and the fact& Thal. point lithe clAim reJ*.(odly 
made by mutualo' opokesmen that there it no distinction between a 
t~mall fllrmars' mutual nnd the large&t et~mmercial mut-ual in the 
United Stat .. , And thot both th.,.,fo"' ohould be exempt from 14••· 
tion. We will summarize briefly the c.hnract.er of income and tho 
mothods of o~ration of these wholl dille,..nt ty]108 of mutuol com­
punjea, believmg this will dispoee o the claim upon wh.ich the large 
1."0mmen:ial mutuala have eonsistently bated their plea. for tu: U· 
empt.ion. 

Cl ... iftod •-rding to chan~cter of income and methods of open.· 
tion, 1he two principal types of mut.uaJ C11Ua.lt1 companies an: 

In the ftm groop, th- operating on tho ._,.nt or pmnium· 
deporit bWo and, in tho oeoond gTOOp, th'* which ooll..t a fUed cub 
promium equivalent to that chat'j(od by other c:omponi .. genmliiJ. 

UI!Unlly 010 income of oompanies in the 6rst. woup consists a'imoot 
entirclf of .-nont or pl'l'mium de)I08ill collected from members 
fiLhor m a.dvlllna& or after oceurrence of tJ1e Joss. No dividends nre 
)>Rid to mcmOOrs; &mounts refunded to membel"8, if any, repreeent • 
a'Oturn of the unuecd portion ot the IUII!N~.esment. or premium depOBiL 
These mutual• do not, with • few notable exoeJ,tions, mnintain exten· 
~ive or.&:anizntiona nor employ commercial method11 of conducting their 
operotiono, lueh as wid08pre•d o.dvertioing and other forms of solicit.­
ing bus in ... from the ~neral public. n ia doublful wheth<r the on tin 
number of mntuals operating on this basis have any profits of COIII!&­
que""". In thiogroup foll the oevtnll hundred true fanners' mutuols 
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which the~ bu her.tofor. enmpted .. a maU.tr of tu policy. 
Under the ....oinmtttdationa of the Tredury mr.de to tb;. oommill6e 
on ~lareh 8, !Hll,~ Mr. Paul, eftry small fanners' mutual would 
«>nunue to be eum 

In oontraat aro _,ercial mutual& in the 10000d IP:"up, many 
of which opr.rale on a national r.nd, in eome ..-, !nternatlonal IJCale. 
Thoir policiea provide the same oo~ ~!hOM lMUed by,tho ~ 
oompani... A flat, final, IUed premtum 11 charged u diltinguithed 
from oolloction of an ......,ent or a premium depoeit. Mutuale have 
oou~t a.nd oocurod authority in every Stde to ioeue non-ble 
pohciee· tho i.-uanoe of sueli policies ls now tbei11 oommon practiot. 
Thia oo:\stltut<lt an abandonment of tl>& fundamental concept of mu· 
tuality. , . 

1'ho wholly oommercial nature of th..., compan>ll8 \" •mph~~&zed by 
the methods and vigor with which they 8llllk their bUilD-

Like many other largo commercial enterpri!<a, the~ apend hundroda 
of thouaanda of dollaro r.nnually in odvert;.ing. Tbeor national adver· 
tiaing it diroeted not to individualsalono but to indllltry ond oommeroe 
u well. Thoir adverti!ements are carried in tho l&r1101(. periodicala 
and nowepopera in the OO<Jntry, such u Fortune, Time,~ewawttk, Sat.. 
urda7 Evemng POll, Nr.tioo's Business,Collien, New I ork Timoa, and 
Woll Street .roumal. 

The J>Oii<>yboldera of OOIDlllHCial mutuala now include many of the 
lar:get!o indulltziot in tho United StAte&. One mutual advertiaot that 
il 11 the leading writer of compensation insurr.nce in A.merioo. An· 
other advertiaot that it is the llll'gOSL exclusi•·e writer of outomobi.la 
inou~ in the world. 

Tbe oommucial mutualo employ oonvlllltional methods of oolic.ita· 
tion-oomo through agents, others through branch-office •mployees, 
and IIlii otbora tJirougn both agents and branch om- Tho l&rger 
com~Uli08 have offices in the principal cities throughout. this oount.ry; 
some maintain offices i.n foreign countries. 

Many of theee oompanies mnint.ain largo homo offico buildings 
st.affod by hundreds of emrloye<s. 

In tll40, the 208 mutua ca.sual~ compnniC8 doing businellll in the 
United StatOI bod premium and 10veotment inoomc of moro than a 
<1uarteo- of r. billion dollan; 43 of th<lle oompenieo, oe~ch with an an­
muLl premium income of mon, than a half million dollanJ, wrote 92 
peo-oenL of the total busin- Tb.,.. 43 oompnn.iet, therefore wrote 
more thon 10 ti,_ the volume of buein.,. wriLten by the other 1110 
oompr.ni .. ; 6 of th ... 48 wrote 69 peroent of the total mutual cuualty 
bllli.,..;er.ohoftbeoe8oompanies in l~had premium income rang' 
ing from $11,000.000 up to $1.6,000,000 n- 6 bi~tll.elo oomponieo. as 
I am told, are membu$ of the American Mutual AJ1iaD<e for which a 
spokOIIDIIn opp.-rod beforo your oommitteelaot Thuraday. 

I& tbould be tranapr.rtntly clear that the true fanners and looal 
mutuolo are not the real porties in inte.....t repreoented by tho apok,.. 
man ap~ring lut. Tburoda:v before this oommii.IM. The trUe fonn· 
~ra and local mutuals have either no profits, or pro6ta of no importanol 
from a tax standpoint. Furthermore, undes tho Treuury'a proposal, 
tho80 mutua1e having net. income not. in t:z0088 of $26,000 ana not 
insuring riskll in exceas of $50,000 would bo exempt. The real part.i .. 
in interoat representtd by 1 h& mutual spok0$men arc tl1o small number 
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of ..,.,. mua.lo wb- .-hodt of .,.,._,... b.,9 bonia cMcribod, 
wholly oonunercial in DJ.ture, puallel in operation in all n.rpoeea with 
the opontlona of the 1t.oo1r _...,. 

A princjpr.loont8>lion made b)' th.e mutual tpo~r....,.n io tbtt tbtlr 
oetQmulaJ.iont of IW'pllll aro held lD ~ for their polieyboldert. 
This caJUI~ be ~omo~t.d. At W,. time thelargeot mutu.tl ounalt 
company It •-noting m oourt the cloun of a fonner policyholder to ! 
pro rata thoro of,t.lie OOmP,&ny'a eurplua which wu aecumulated dur· 
mg the long ~1ocl that 1t wu r. pol!oyh~ld~r. Very probably oil 
other oomrnero~tl mutual& would I'Miat oimilar daima by po~ioy· 
holden. 

'YVith no oonotanoy ,ot po!ioy~old~ with polioyholdera oomlng and 
gorng r.nd ~vor changing wo~h 1ntennmgh.ng of funds, with no reoorda 
~f proporl.ion.ate ace>umulat1o~a from !lie premiUI!l8 of individual pol· 
1cyholdora, w1th r. ftx"!' pr..t1oe of -~.., to policyholdera' claims 
th8!'eon, tho commercaar mutua.la ~ot m ~ faith contend that 
!ho" accumulatlona of rurpl111 aro rn faet lieJd in mat. They ara 
10 fact the pro~':\1 o.f tho OGmJ'U1, me from any claim of tht(101ioy· 
holder for pr.rtiCIJ"'tlon tbereln. Tho hoary myth of trutteeth1p bU 
long been. f .. onlo device of the oonunercial muluala in tboir­
lui noilltance lo Fedtral inoome tantion. 

Now r. few wonla conceming the Federal tu hilltory of t1oc1t .,... 
ualty and~ compr.niee; Since 1809, the date of the original Cor­
J>Or&ta Excite Tax Act,, which tued oorporatio111 on their net ineomo, 
they have romamed ... bJOCC. to tax ~n th01r net inoomed opproximaC.)y 
the same rata applied to ...,.,...tiona generally. The rat,. on otoc1r 
euualty and aurety oompontea are now idtntical with thoee of other 
corporationa. Onder JUCONiive reftnue. acts since 1909 the stock com­
peru ... hav• paid milliont of dollars of Federal tu .. based on ntt 
meome. Under tho "'14 increa9et propoeed for 1942 their Federal 
tu .. will be drutioolly increased. 

What is the tu 111etory of tho mutual casual9' oompanleaf Ac­
oording to the 16etlmony of their own "l"'kesmen here last woek they 
havo P•!d nothing, or nearly ~othing,, mto the Fedml Trtasu~y by 
way of moome we.. TI>oy w11l oontinue to pay nothing regardlt'" 
of ra~ increa~K!'t ., long as the present situation maintai~s. 

Ne1ther tho t1me allot£ed, nor your patience, will ptrmit a detalltd 
~erb.l reply to tb~ varioua poin~ raised by the five mutual apokeamtn 
m IU~port of thtlr eiea for '"' enmption. I shall, theref<n, oover 
as qu1ekly aa I po111bly can the principal point& odvanoed by thtm, 
and I ut leave to file with the oommittae additional data. lltatilti<s, 
and ,other infonnotion touching upon th ... point., u well u otbor 
pertinent matter. 

The CIIAm>Ut<. Without objection, they may be filtd. 
(Tbelltatement roft...d to ioon file with the clerk of the commit..._) 
Mr. Mt111J'UT. Four points wtre liated at the oommittae hMring of 

April 9, by 1116 mobomtn for the Amtrican ~rutual Allianoo, l.n 
oopooition to the ,._.,ry rooommendatiODJ p,_.,ted by Mr. Paul. 
We obolloummtriu bore the a......., to these point., nq...ting that 
the oommittM, if it d..n...., oonmlt such additional exhibit., u ,., 
are otnnitted to flle for more oomplete infonnation. 

Tho 61111 point alleged wao that no disparity exists in tu ltHt· 
ment between otook nnd mutual casualty oompanies, ond that the 
preoent dUferonoo in tax treatment betwoon the stock oomponieo and 
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t1wo mutual ~ two wholly difa,.nc, tn- of oomP&Dioo, Ia 
fair t.nd '*00 \0. •L• d" • --'~-· In one breath the spok011111an ataled wuu. no !IP&'":'lY ........,.. ODd 
In the next breath etatod, in &ft'oct, that the diBpanty whleh doee 
exiat ia j ull.ifled. . 

Whan one aet of oorporationa, the otock oomparu01, paya ••era! 
miiUon dollan a year m Federal tax01 and anOther oet oonductU)c 
uaetly the eamo ldnd of bueu-, the mutual companioo, payo notb .• 
in& dioparity cannot he doubt*'. . . . 

;{, to the pretended j~tioo for tbla. diBparity, we believe that 
our prOYioua II.OtemeniB hertrn ~~1ohowmg the m.thodo t.nd pree­
tioe of the oommercial mutuala. "tute a wbolly tullicient &biWtr. 
Such II.Ownenta are ..,pported by tho matter filed. 

Tbo oooond point alM&ed by a mutual ~......., waa that the II"'* 
oompaniet an not in a ouiOUl oompetiti•e difficulty becau• of U.. 
tax law, u the reoord of their eaminga will ohow. 

We are confident that this oomm1ttoe hu no intereat in apy oom· 
potilive i11ue, .. such, betwoon the atock and mutual oomparu68. We 
""' equ•lly confident that thio committee will not knowingly con· 
tloue any oerious tax disparity, nor ponnit the Federal tax lawo to 
bo employed u a competitive woapon. We believe the exlating diJ. 
parity wao never intended. Now that it bas become serious by reaooo 
of iocreued tu rates, and can become more serious u auCh ratee 
incroue, we trust that the Conw.- wiU impltment b;r appropriaiAI 
kgitlation the ~ropooala for elimination of such ~rity. 

Our view finds oupport in tho Bt.atement of the TreaaUry mad& t6 
tbia oommittoe by Mr. Paul on March 8 1~2, pertaining to tax· 
exempt oorporations which anpge in trade or businea not relaiAid 
to their exempt activitiee. On thitoubject be oommentecl: 

ID thl1 ,...,. toui"CM of eoaat4erlble tax rtTf!ftM are lritbdrawn trom lM 
.eope Of the tu. At the same Umt prl .. atelJ owoed buW!eeet. are fOf"'CCd co 
eom~e wllb otber b\li.I.Oet~M~ oot 1ubJt1tt to 10 Income tax. 

We eubmit that tho exemption of the commercial mutuala from 
Fedtral taxat.ion withdraws a oonaido1·able revenue from tho aoope of 
tho Federal inoome tax. At tho oamo time tho ll.ock oompanieo are 
forced to compete with companieo conducting the eeme type of bUll· 
,_but not subject to income tax• 

In attempting to minimiz.e tbe importance of Federal income tue1 
u a oompetitive W:tor, a mutualopoiraman quoted to tho oommiUeo 
a neW5peper statement purporting to deal with the diferantial ill 
expe010 ratioe of otoek and mutual companies. The illllllratioo it [r. 
rele•ant and sr-IY milleading. 

First, Federal taxes are not a pumi11ible factor in anivjng at ts· 
penoe ratios. Seoond, the opokeoman artfully $elected for hi• uam~le 
a line of insurance, workmen'• compensation, on which fow companw 
An> fori una I<> enough to mako " )>roRt. Obviously, llllY ratio of tueo 
pnid on e.xt.re.me.ly 10w·pro6L buauu~ in relation to expenso rat iot. or 
nny othor element of tl1o premium dollar, will not accurately reflect 
tho general and the true ovor-all oituation. Incidentally, then> Ia no 
compulsory or uniform accounting method prescribed "" r01peciAI tba 
treatment of Federal income taxes in varlous published statistical tx· 
bibit.s. This is immattriaJ eince lhere is no allowance in inlurtact 
ratee ..Ublishod by rat&-making autboritieo, for such tu:eo. Hence, 
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ony publiohed ..,.,rage may he wholly meaning!-, indicatl"" of 
nothiniJ. 

The 1mporunt faet is ~hat if the reoommendntionfl of the Treaaury 
Dep•u·tm•nt are enacted mto law tho atock oompani .. will for IH2 
and doubtlH~ future YC!AriJ be subject to income And tnlrta~:~ totaHng 
65 perct~t and to t xceM profl_u taxoo .. high .. 75 pe..,.nt, and that 
unlee~ t XIstlng. law an!l pracllee are ehanJltd with respect to mutuall 
the mutuala w11J oonbnue free from any Fedora! taxeo beotd on nel 
moome. 

I t io eotimated that .if th~ rro~. rate ill<,..... are t na<.ted into 
i•w the atock oompan101 W>l he requ1red to pey in Federal in<ome 
and U""'!' proftto laus of at l...t ~ centa out of eam dollar of tax· 
obi~ ~ moomo.. ~Y reaoon of the~r hto~vy in\...,.,.nt in Federal 
obligataona. the l!"tu1ence of th~ oorpora~e tmrtlx is far heavier on 
the stock oompamu than on o:rdmary butinMt oorpo·rations 

TI1e third point alleged by a mutual •poke«mon was that the capi· 
tal ~ock in1ura,noe compan1~ have tnjoyOO and "ro now enjoyin 
6fX'!Cull t1x priv1le~s not. nva1lnble to o4her profit.·mftking conee.nls~ 
and thnt comrequontly the1r profits are grenter llnd taxes Jess ' 

1~ti$ nRtement i& false in its impli~tlions. \Ve have he~inbefnre 
ouUmed tho paet ~nd p .. oent tax ota~uo of •toek .....,alty oompani.., 
onder the .. ...., .. re...,uo acto au>ce 1008. Tho records of the 
T...,uury Depertm~nt an the best .oource from which to determina 
whet~r.the olock com ponies bu~ on joyed or are now enjoying tpecial 
taxpn¥11-

. Inumueli u.IIUCh records an!"'' available tout, we ..,..,...fully in· 
.,te the attenuo~ of l;be comm1bee to th•m, that they may satitfy 
them••h"! on th1~ pomt.. We are oomple!tlf ooo1vinced that sue!. 
reoorda wlil etfect1vely refute the mutuala' po1n1 and that they and 
oth~r Oovemmtnt ~rds will ""'-"blioh deflnil~ly thRt J\1.0ck com. 
PaJU~ a.re not. o~ly gJ.ven no fayored t-reatmtnt, ftut, 1:8, heretofore 
herem stated, 1t as tlle oommertial mutullliJ t.hat are given favored treatment 
ImJ>O~ttnt fActa Are tha~ the ~k CIStl"lty e nd suret-y companies 

Are reqtured to cor_npute the1r net mcome on a 1>a3i8 oomparable to that 
of other corporataons ~nerally 1 the. ratM of nomllll ta.x and surtax 
•re the same as.irp~ on corporations gr:ne.nlly; they are rub·ec::t. 
to theMmt provunona of theexeeeB pro6t1tax u areotht:rrorpont?ons 
~!<>nerally. 

The fourth pointal~ by a mutual •pokO!Illan it that the Oo•em· 
mtnt d ... not .1- revenue becall:!O of the nonprofit nature of the mutual eompa.meL 
n,. point it falladous. On the one hand their Of'Ok . ...,•n extolled 

the mutual• u the benefactors of the fannero. On rhe oth•r hond 
the. mut~alt' spokesman frankly claimed, for the purpooet~ of one of 
th~d,. pom~ tliot from 76 to I~ per<ent of the muh•alo' dividends are 
""' to pohcyholclers engaj!ed m corporAte buain-
: H rnu!l be o98umed that tl1o dividend reoiplento to which the mutu&l 
spokem!1en referred are not only corporation•, but nre sizable corpora­
honl!, 810~ the 2·t percent. rate was uaed by auch 1pokecman, &nd eueh 
!"te app.lred, I behove. only to thoee oorporaliona huing taxable net 
'h~ an tXceM of $88,000. We believe the mutual spokesmen in 
~.: re.~r~rd are (!llilty of • violent aaoumption indeed but if not, t.nd 
the1l~ 11

1•temen.t "'~rue, then their claim of wrviee to
1
tbe farmer and 

111 • man ,. qu1te exploded. 
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M.,...•tr, the Repon of the Comm.iooioner of In~ Jl.,..,.,. for 

the lboa1 Jfl&r enclod Juno~ l&U, pege 18, nTMII thet ID le40 5t0,11a 
corporationt 61ed Federal mcome-tu returns, of •hieh 840,220; or 
M pm.tnt of all oorporati~ ~.<! DO taL In l&U 886,152$ ~ 
tiOnt 61ed returns, of whieh 328,Mll, or about 65 po~t., p&ld no taa. 

lt i1 fair to aooume that an unknown, but J)C*IbiJ' tubotantia]. 
numbor of corporat. J><?lieyholders to whom the commercial mutual 
oompani .. returned dtvidends were included in the groat majorilJ' of 
oon·ttx·paying corporations. If eo, the mutual epoli01man'a Oltima'­
of Federal incomo tnes paid by rooipients upon dividends from tho 
oomme.rcilll mutunls becomes even more fanta.stic. 

In laboring their point the mutual spokesnl<ln have choeen tAl di• 
regard the fact that Federal income taxes, undoubtedly oubotantial itt 
th!la.ggrejJllto, are P"'~Y the many thoUllands of trtock com pony eom-
mlaloned-producers. • 

We bolie•e it to bo the desire of the Treasury Department and of tha 
Congrea that i"!'p~olee bo eloeed "" that all unwarrant,.S t~x ~emp­
tiont ahall bo ehml.nattd. We trust thot whato~r legislation 11 tn· 
aettd, it will e!l'eeti .. ly el..., the loopholee concerning whioh I am 
making Chit llatement. 

Hoq•u, great anxiell wu up......,) bJ' tho 1polc8men for tha 
mutual• o•tr the poaibiliiJ' that the Tnuury'a .......,.mendoti.,. 
would reeult in a tu upon mntuAis subotanti&lly higher than tbo tu 
paid by ltOCk com~· ee-"two and one-hill to four tu- more the 
a aimiln profit· · stock oomp.ny"-to quot. the tpOkeanton ..,.. 
botim. PI- not. • spokesmon'o porhap& inad .. l'U'nt - of tha 
word "similar," for ot tbo outset of his trtal4mtnt to this oommitt .. be 
alleged that the stock and mutual oomponi"' are •two wholly dil!e...,t 
typt:t of oompaniea." 

We are aure that no one will take seriously thje pretA!neo of anxiety. 
In tho light of past and present tax history, tho spok011mon'a lean aro 
rcminirJCent of tl'e crocodile. 

We do not f..,) that wo oro presumptuous in saying we "''" oert&ln 
that the Treaaury will not advocate, nor tho COngrCM ~nnit, the 
mutuals tAl bo taxed at a grsater rate than the rato •ppllcd to st<>ek 
oompaniee. CertAinly we have not asked it. We ask equality only. 

We are frankly utoonded at tbe attitude of tho mutual apok .. meo 
oppeoring before thia oommittee. One bos attempted to provo that 
the tax .. p&id by the trtock oompaniOfl are not • oompetiti .. handieop. 
If thio were lnle, it would neces;arily follow that 11milor taxe1 upoo 
the oommerciol mutuals would not boa competitive handicap. 

One motuol opok0$D1on, out of slep for the moment, told you thai 
the mtement ~nbmitted by the TreasUry d- not •appeor to bo urpl 
u a meana of rt.i.Eing &nJ substantial rennue." Why, t.ht.n, an the 
mutual tpokeamen oppoomg lbo Treasnry'a propoeol 10 vigorously! 

In retreahing ond eneoun.ging oontraat., may I say in oonelosico, 
it the attitude of a witneos who~ appeared before thil committee !all 
Thurodoy on bohall of Aeacio Mutual Life Inturanoe Co. He S&id: 

Our comJ)InJ alll)reda1et tbe nature ot l.he •Huatloo dnfronl1oc oar Ool'ff'D' 
ment aDd hlll7 ntOI!llbet the neeeeeltr tot' rrtatlt 1ncrultcl revttultt.. We 
a.wredate tb~ rac:t that Ute-lnauraoee comJ)Ilolte, alon1 wllb till othe-r (!OrpOf'l' 
Llona an<l d cL&eat. mu.t pn.1 addJUoe~al tuea. We ba"e no a.xoo tdeu a11o what 
lAX fOrmula thOoJd be adopted b7 COngreg Lhlt 7t!Ar to nppl.J lO lbt llf .. lniOrtliCJI 
lodUII17. 
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In NpOI1IO to ct-.ioao "- a ,_ber of t.bio OOIIUDitl.eo thJo wit­

,_ franldytrtaceil: 
l bel'-" all l.u..tl:lftNDN (.'IOIIDpiiiJM apeec to .., toore loco.. t.u. TIM 

queatk~G. u I Gted, " to detenaloe wbat tbe fa1r a.oa.ot woaJ4 be aDd 10 4etfr'IILW. a buM f(ll etaoJtabtr 411:t.r1bottac tbe tax AIDOIII tbe 4JA,.t llft­
ialot'Ul'e t'ODIJ)UJII. 

• ParenthatieollJ', it m"/ bo trtatod ~,bat tho tu boeio for IIOCk lit. 
JnsuraD~ ~P!ltllel an mutual h.fe lDIUf'&IlCe companJee under Pt"CCI· 
en~ law a1dentteal. No reason oxi8t8 ":hJ'lbewne p.rit1 ahould not 
"'!"t botwoon. ·~and mutual oomJ>&rueo other than life. No reason 
ex1s1B w~r, hfo tnturon!"' compameo, otoek ond mutual ohould bo 
taxed whl elba commercool mutuals go tax free. ' 

We, too, expect to poy additional tueo. The Nation hu ne>tr 
need~ thtl111 .so t;nueh u now. And all we &lk ore only p&rity and 
equality and JUIUCa. 

The OtWll~~· Mr. Murphf, i1 I understand your position, it Is 
that under metang law t:bere. 1.1 an unf&J.r competitiwe condition be-­
tween the '!'ulual oom11oru,. and whot miJ!ht bo called tho otand&rd or 
pro6t.-eaJ'111Dg llOmJlllru'!"t and a~ ~,hat tliera is under tho p,...ntl&w 
a loop~o.le through,.~ eerlatn ~ componiee &ra oooapin 
or avotding malr:in'f their proper contribution to the tupport of tJ! 
Oo•ernment. Do ~t your poinU 

Mr. M'OlU'Jfl'. Tbu ia oon-ect, lir. 
'Tha Cu•mw.,, Are there &nJ' oCher points that you brouw~t out 

de6nitdyl .... 
Mr. MmoPDT. Thoee are the ouly point& 
The CJUDlJUl<. ~010 ore tho two prineip.l points that I under­

stood you to emphama. 
Mr. MuuouY. Tho exhibita that I 61cd will amplify of oourae what 

I hove attempted to otat6. 1 
' 

Mr. Dll<~LL. You do mako a clear distinetion between the small 
nonoommn~aal mutusl oompany and tho big profit-making mut..ual 
or oommorc1ol oompanr, do you noU 

Mr. ~iunmr. Y08, 11r. I do make a distinction .. 
.~fr. Dt"cna..t. You moke tbat in your dioeussio.n boforo tho eoon. 

m1tteet 
Mr. Mt111l'UT. Yea. 

th
Mr. Dll<cna..t. And you think that they should bo treated dillortntly 
an they b ... e ~n heretofore! 
Mr. MuaPUT. Y ... 
~r. DD<QII.L. Are you coneornecl obout oppiJ'ing this rooommen. 

dstion of tbe Trtuury to &nJ' eompony that is operated within a ..;,.,, State! . ... 
~r. MmoPnv. I do not think that th.,.. ore any of the t7~of oom· 

p&rues that l have referred to 01 the B<><:alled ooDlJDtl'<l&l mutuall 
which a~ operating within on& State with, I think one u:ctption. 
. I d,o not linow that rou can determi.ne the diotinclion by ~ph. 
·~I lm.., although I think that that is one very important oons•dtro· 
uoo. In o~her wordo, tho small loco! mutuals, wbieb Con~ ha1 
~h,Ays ~earod to exempt, are certainly not tbe l&rge national and 
mtemat1onal mutua Is which do a. business exactly compAr~tble to the 
stock compnny business. 

Mr. D~oEu: .. I hRvo A e<:-rtoin company jn mind that I nm quit.o 
confident ts ~~-lly 1\ mutunl eomp1,ny in the strictest t<!n8e. I t hfl8 
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crown "f in our mida IUld hu c:arried ou~ everything that Y?U .would 
upoc:t o a mutual oooeern. Br ita owu darter ~: po••r 1t 18 ooo­
fined abooluwly to p<10ple within the S"'te of 1hchtgan, .and would 
not seok IUlybOdy ..,,_ the ri•er, u oome of. the oompe.ruea that .we 
have referred to will do. They may .even go_ wto ~ada or .M~ Bu~ this company eonfi~es _ita acth•ouea, the orumrabohty of fl6b, tn• 
tirely to the State of Mochigan. , . It bas grown to be qu.ite n conside.rllbl& conce.n,, Dut Jt lB not your 
object to 01 ... thoae companies in the category of thCJ€0 that.you would 
care to try to taz as eommereial mutualmsurnnce oompuues. Am 1 
righlabouttbatl . . 11fr. MuvuT. In a oense that 11 oorreet, I think, or a OO<Tect.llate-
ment of my point of Yiew. , • . • Of course, the innumerable ram1ficatoons and d1ft'erent ~la~6ea. 
tions of mutunl companies which 1~ue ~wn up have. made 1t dJflioult 
to drnw an ox~tet. line of drunnrelltlon . • The oorpmercu.l m"!tunls hnl' 
adopted nil of the money-making envong dev1ct8 lor a tome of tbe 
1101all mutual eompaniea, but they have also adopted .all the ol\ler 
devices adopted by what might be c:alled the r ....... _ntorpn!le ~mpa~ 

Mr. Dn<czu. Of ooun;e, to be porlee!]y !'""dod about 11, I think 
that ..-ith mOOl of th..., mutual oompan1ee m a lar&e atnf!O the mu· 
tuality oan be treated os jw;t a 10!- of bunk. I refer porlloularly to 
&Ome of the life-insurance compan~es. . . Out of the million or more pohe\•ho1ders, when It eomes t1me for 
the stockholdcoil, so-ca lled, tho ,P~fioyholdortl .referred to ~· stoc~· 
holde111 to meet-out of me m1lloon stockholdertl the1·o woll 00, of 
there is a r .. l fight on, probably about a thousll!ld or fourteen hundred 
at the nry molt of thoee livin,Q: in New York, a.nd New Jersey, ll.Dd 
DelaWllre. I t that about right! . . . 

Mr. Ml!1lPII T. I do not ,..ant to get the hfo·IMUniDOO oomparues oo 
my neck. I have plenty of trouble now. 

}{r Dmo.u. I will not expect you to tm•wer that question. 
Mr: MuovnT. But I will say that that applill8 to tho commercial 

mutuals. , 1 · 1· Mr. D1NOI!l.L. If thnt npplits to the cornmercud Jtlllt\18 !, tt oppiCII 
then to all of theso po<>ple that ore doing busineto~ in tl1e clll!llalt1 
field, and thtre io no dift"erwee one from the otl1tr. It is profits that 
they are looking lor. 

Mr. Muar11T. That is right. 
Mr. Dnmr.u.. They etre 111 business tht'! sa.me a.s you are.. 
Mr. MuarnT. I agroe with that. 
Mr. DINOW .. 1'hc so-called stockholders and mutunl polioyholdere 

do not have n thing to say about I he policy established by the company 
or about &ll)'thing else, or about tho rates of pny to be paid'"""' who 
are on the moide. Is that right I They do not have anything to •1 
about it, do they! 

Mr. Mull'lrT. I would ay I hat the t>releD!Ie that the policyholdtn 
own the oompony is just euiely a legallletion. 

Mr. Orl<OII.L. That is r~ghL 
Mr. ?tf.URMIT. And that they have no aet.ive put ic.ipation in tht 

company. 
Mr. DrNOUL. That is right. 
Mr. MUIII'IlT. Exoept in a amall local neighborhood company, whert 

they hano sort of a town meeting. 
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Mr. OllrODL That iro ripL And t.hat iro what moJroa t1!a dillinetion 

belOfMO a mutual compa~~y and a oomrnm:ial CIOa!p&lly. Then .,.. a 
bunch of fumoro wbo l!'l ~ and decide how mnch to pay iD 
and how m~:Jlt! out. But 1ou do not ha .. that ,..;Jh tha b\acom· 
paniea The ldor or poheyholder paye biro premium. lfe d­
not h .. e anything to AY in tho ..,-ealled mutual ocmpany on a large 
(ICalo any more than he hu in the U. S. F. A G. or any other int~~ranoa 
oomp•ny, that is, liabiiJty inauranoa company, 

M1 contention il that a lot of that oort of thing hera il the buuk • 
t.hat if they are in it for busi-, if they .... in it foe profit, I think 
they ought to be mada to pay the tu. And I do not cmo wbotbv that 
ap~liM t.o Michigan oorpon~tions or n«. U they are in it lor buai.­
or for p~ we need the money and we are going to get it., far u I 
am conoe. . 

Mr. Muarm. I think that that is the real distinction-whtther they 
make proliiB or whether they do not. 

Mr. Dn<oUL. What about thatf Have you any idea •houtiOmO of 
the •laries that .... being Jl&id in u-magnanimous mutual ooneamo, 
Mr. Murphy! Can ytl\lg1ve us llDY information for theoommit""' on 
that point I U you do not have it available now, you might put it in 
the reoord. I think it would be interminJI to the oommiuee. 

Mr. MUIII'HT. I do not bave it availabre. So far u I know it is 
not a matter of pubUe reoord e:xoept in rho individual tu ;;lumo, 
which, of course, at timet in the put hue been su.bjoot to pubUc 10rutin,v, but which I understand are not now. 

Mr. DtNa:r.u... You are quite right there. 
Mr. M"""nT. So far 18 I know, the &ate inaurance dopartmenll do !lOt nq~ire ~L information. But I have nan &el'OIS OD6 or two TV'1 

11\~l'fl&tiDg t.hi..nD, 
Mr. ,DriiOUL. "ll it ;. worth while and you are ponnitted to ttl I oo, you mogbt do so. 
Mr. lii.,..RT. It would be worth while to me. 
Mr. Drsczu. Go ahead. 
Mr. MUitPHT. One opokeaman who appeared before your committee 

laet Thurtday, a=rding to this statement, which purport.a to bo rr­
an oftic1al insuranoa reeord,lll&ted u follo•e: 

AI a t.nl ot dJrtcton 8M'tllnc beJd OdObtr 21. tO:St, a ("((ItJM1 ..,., nt:Hf'd 
IAto bttWftft tbe C'Om"pa.QJ' ud Etem a: ll~ ot CtdNJOo m.. a a.w p~rt...,...fp. Till• toolrKt proovlde. tor pi,JIIIftt t·o Elkrra A AI~ tor tbe retmUtD ot u.tr rtni<"' In ronneetlon w1lh ctntral legal C»QI~ and ad.-kt. 1 C!OIIl]JMW.Ucm 
bi!Jit'd on cbree-tourtha at t J)l"lftnt ot all aron lnoome rftf:l'fe(l b1 tbe eompan1 f rom till !W)uf'!!t!t dor1r11 thl' (lf'rlod twm June 1. 1031, to Jm1~ 30, lOOT, pfflvldl!d 
U1n1 moneys admn~ to tho rom!MID1 on IJUtJ)ht• notf'l. lnl trt8t lncom~. Ml"lllte 
l"ttt\'f!rNI, IUti) p~mJum dt iiOIIUI N'hll"fl('d lo lnl!nlbltt'l 00 III«''Utll Of Mfl~lfiiiC)M 
durlna "'!11!1• period art 10 bt deduC'ted t.rom and ooc tOOildertd •• a port ot tbe P'Wtlotome. 

According to the staterMnt •hich I read, itaya that-
..... ~ Uuu the a~ C~C~nlr.tr W'M co.rrkd out. aad to.otar u wt bow 

It WM,. the amount coUtttfld tbtWUI)dfor b7 tbt a,. ot Elten:a A,..,_. from 111!11 
tllrouch Jo:oe 1937. fil.ttm.oted oo the blat. Of tbt premh.1=a wrtutn bJ that 
fOOI J)IOT would amount 10 roucllll 1375.000. 

Mr. DINOD.L. For 1 yell'! 
Mr. MuvHr. For 0 l't"ra. I believe that if that oontraet it still 

ellec:tive, tho oompenaat>on l•st year would have been about $W,OOO. 
.......... .t""""9L,.__U 
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Aa a matw of faet, many of the poop• COI\I\40t«< with the 1arto 
ClOJJilll6l'cia mutuala ha"' maJIAl!OIDOII~ cootradll with the ooa>Jl&lly, 
and tha~ il whtre they mab the real 11>00e7, and i~ Ia th!"''ali tW 
molhod tha~ they build up ru.!linancial and inlun.noe empi...., whioh 
thrtata> w be .....,., ""'1 much la:rger in the very noar future. 

MJ:. J)ni(IIU. But .... ! 1'?" g;.,.. the ooJI!Blilte!' any information ,... 
gat'Cfu.lg 10me of the UldiVIdual l&rge a.lanM p11d1 for onmple, w tha 
preeidon~ and two or three or five of the vioe proodente &nd thoU.... 
u"'r and ......, .. ,. •nd the m&nagers, and oo forth and 110 on t Doubt. 
)e&a a mutull IICH:alled, thalia writing from $10,000,000 w $44,000,000-
I bolievethatthat wu one of the flguree ciWd-in premium• annually, 
certainly must be paring aomo pretty substantial aalarillll; and I think 
It would bo interesting for the oommitW. w ltnow oomotbing about 
how generous theBe mutual oonoeroa reaUy are with tho rrem•uma of 
the ~~CH:&Iled mutual nocltholders, boeause1 obviously, i tho money 
il going inro salaries, it il not going back to the atocltholder& 

llfr . .MV1U'IlT, Mr. Dingell, I am afraid that we oould not provide 
tha~ information. I oaume that the Treaaury Department or tha 
Internll Be•enuo Bureau oould. 

Mr. D1.Noa.a. We may be able ro get oome of that aa we begin 14 
del.,.. inro this. 

Mr. MOVHT. We oould, of 0011rt1e, provide you with n._ whioh 
would &Ilia you, porhapo. But we e&nnOt gin you actull amountt, 
boeauoo.oo far aa Jlmow, they arenotoffublic reoord. 

Mr. Ducoxu.. If 7ou give us a few o thooo ...moe, I will aeo if I 
can lind out oomet.hmg about them. 

Mr. MV1U'BT. I will be very glad ro do that. 
Mr. DINOZU. BocaUBe when anybod)' oomoe before tho oommitleo, 

I like to know whether he is imbued w1th this spirit of mutuality and 
helpfulnea roward hia fellow human beings ro tho uknt that he is 
not in it for proOt purpoBeB. 

I om not oppoeQd ro the profit motives, but I do not want ro be 
mistake-n About. it.. I want him to come over hero and tell us tJuLt 
this i1 a bueine88 and not a charitable institution. I wont to treat 
tJu~m all alike. with no pro bono pubHco work, ftl my ln.wy<rr friend 
tells me whatever that is. 

Mr. Co0PIIt (presiding). Mr. Boland will inqtd re. 
Mr. Bot.A><o. Mr. Murphy, in my community there is a small farm· 

ero' company with maybe nino or ten hundred nockholdera in it 
99Y, penlfllt of the people in it are farmers. They bava a raid ...,.... 
tary. They might do 10me of!"- things that Mr. Dingel waa talk­
ing about, but they oould not dord to pay ~ry large aalarif& Do 
you ag...., with that I 

Mr. MtntPBT. I agree with that, sir. And not only that, but as I 
have attemptod to point out in my !!b.tement, the p rop.,.Is made by 
the Treasury Department would exempt all of thooo ana II llfOUp& 

Mr. Bou~m. T ..._ That is what I wonted to 8"1- I did not know 
enough about it, and that il whf I mod the question. 

~lr. MOOPUT. If we con be 0 any he!J,> ro ,YOU in providing informa­
tion. at any time, we will be glad to g.ve 1t to you u practically •• 
po!IOiblo. 

Mr. Dun<n. Tn your statement you referred to the fact thot 48 com· 
panioa wrote mol"6 thnn 10 times the volumo of busineM "•riUe.n by t h6 
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other 1«1 oompo.nieo. In tho m..in 1"- 411 oompanioo "'" tha ~ 
CIQIDIDOJ'Cial mutula, ....... they nott 

Mr. Mtl1IPB'I'. In tha mam;,.... 
Mr. l)wncy, And the 180 were cbidly farmtro' mutuala "Dd D&ller 

one~ I 
Mr. MoarBT. Tboee other oompo.nieo which write 1- thon 1600,000 

of P-retniuma in any_Jea.r. 
Mr. Coora. Mr. Robertson of Virginia will inquire. 
Mr. llcoiD110ll. I rec$ivod a oommunication from a 11maU Virginia 

mutual firo·insuranea oompany1 not in my sectiont but it doet opert.te 
in threo or four Virginia eount1eo. It does not romouro, and I under­
stand that the operating oxpenses are possibly more than thla $16,000 
limit. Ia that the limifl 

Mr. Mtm>ur. ~6,000. That waa the net, I belio•e. That ia tho 
net. incom~ 

Mr. Booarroo><. $2lJ.,QIJO net ineomef 
Mr. Mtw>UY. y.., Thot would be the net income oftor the pay­

ment of aU expentN and 10180&. 
Mr. Roearrao><. What was the amount of i.naura- that they could 

write on any one property t 
Mr. Muvm. SGO.OOO in one rislt. 
Mr. RoeD110><. I'a that a _,. test, do you think, of a locll • 

company-that does not reinJuro ..ud does not go beyODCI two or tbrea 
oounti'"f 

Mr. )lOIOPBT. I do not know, Mr. Bobertoon, wbethtr I <OUid ay 
that it it. I ltnow thio: that in appearing before tho &n..te Finance 
Committ .. upon thil aamo point we onggeot.ed. an uomption of 
$100,~ n~ inoom\' ThAt wOuld oertainly take care of oome pretty 
good·mzod oompamf& 

Mr. RolWITIO><. And if they do not reinsure, there would 
any point in limitine them to $150,000, would there I I mean tho 
mut,uals. 

Mr. lllllltPIJT. I thl.nk tlle point was that it would be a limitation 
they did reinaure. 

Mr. RoniiiTIO><· But I mcan, ii the company does not reinsure, 
the!e would not bo a.ny point in holding them down to a $60,000 
poheyt 

Mr. MoRPIIT. I do not think that thAt il particularly vital. 
lfr. Boeuroo><. Ao far u you are ooneernod, you would not bother 

them if they hne a not inoome of Jess than $100,0001 
Mr. MoaPJJr. I would not ay that, quite. I would &a'f that I 

would be willing w oompromia on thAt besi.a if it ,..,.. w1thin my 
power. 

Mr. Coora. We tho nit you, Mr. Murphy, for your appearance and 
the information that you have ~ven the eommittee. 

The C.W.x•"· The next..,"- is Mr. T. E. Swigart, Botlltlm1 Tu., rep.-nting petrol•um pipe JiDM. Ia Mr. Swigart h.,.. I 
Mr. SWio.urr. Y oe, sir. 
The CJuuuu,., Come forward and identify youraell for the reoord. 

STArEIIEln' OF T. E. SWIGART, liOtrSTOlf, TEX, :REPRESEliTilfO 
PETROLE'OX PlPE LiliES CO. 

Mr. SwiOART. I am Mr. T. E. Swigart, of Housron, Tu.; I rep.-nt 
tl1e Petroleum Pipe Lines Co. 
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PI- allow me to UJ>"'"" my appnciation for the pri¥ilege of 
appMTing ben today u apoke6mall for a typieal <....-.ion of the 
oountry'o opuat<>ra of petroleum pipa linoo. 

Wa fullyapp~a16thegreatrosponsib.::!3 with whi<h you t.raoon­
fron!A!d, and we ean app,.,.iate 1<> some I .. tent at leaal., the per. 
pluitjl of your problem of devising ways and moana of financing the 
war tll'ort. Our problem, on the Oth<r hand, io to Op6rate our pipa 
lines with the greateot possible economy and el&iwc110 u to 8paed 
the flow of petroleum and its products to war industries at homo and 
to ll1e for-ftung battle fronts abroad. 

Op<>ralors of pip<> lines are ready and wU!inp; to boor their propor­
tionfllo share of the cost of the war but they COOl tJ\nt. certain aspeeta 
of the apecial levy upon transportation by pip<> line merit your con· 
aideration at tha lime. 

Ao you know, the preemt aet impoeipg this tax beoame etfecti .. in 
1932, at which time • rate of 4 pertent of groes tranaportation ....... 
wu eet.. In 11140 it wu increase<! to 4~ percent, and now tho Treuury 
is propoaing that it be fnrther incre.....J to 10 percent, whi<h i1 the 
rouon for my oppaaranoaheretoday. 

F irat, I ohouid like 1<> oket<h bnefly the ~nd of pip6 !i.­
in thit country. From a ru.torical stAndpoint p•pa u- trace back 
to the ear liNt days of the disco•ery of oil. At lint, oil wu hauled 
in barrtio on wagons and flatboets. To facilitate a~lier and more 
economical monment, l'roducers in tho oil liolda of Pennaylnnia, 
with Lypical Am•riean 1ngenuity, devoloped an alt.op;eth•r new and 
no.el means of transpo!Ution, nt.mely, tho pip6 lloe. The 6rat 
lin., " •"" cru<kly buill of out. iron pi I"', and by mod•m oompari10n 
we"' operated al very low P""'"""' Out of such origins developed 
the high-preaaure •toellines of today. 

From a most modest heginninl> the pip6 lino hu develoDtd to the 
point. thAt. it is the chief method m use in this country for tran.tpOrt· 
liiR' crude petroleum) and hilS now become an important method for 
tran•porllng roflnod products as well. ·In reoont yenra apt>roximotely 
!lmo-fonrtlis of nil the crude oil which bas becln produced in the 
United St.atoo hns arrived at refine•ies by pip<> linoo, and an appro· 
einble port of the remaining U p<>rcent also moved aomo of the dis· 
tance by pip& Hne. Gasoline pi~ lines now ser-vo areas containing 
GO p<>rttnt of the eountry'a population. 

In abort, the pipe line is the dominant method of overland tran• 
portation of pet.roleum. Its economy i.s only .. oeeded by the oil 
tankero, but they can only operate along the Atlantic aoo Pacific 
ooul& and on the Great LAbS, and thus eannot oonne<t the oil liekb 
with the la~ contUming omters in the interior. Moreon.r, moet of 
the oil carried by tankers actually lftthee them by pipe line and • 
large amounl of tho 6niahed products relined from tho crude origi· 
uallytransported by tanker is transshipped inland by pir>olin~ It is 
clear, therefore, that the pi.P" line d- and alway• hu played a lead· 
inp; role in the Lranaportatlon of petroleum and Its produeta. 

At tho moment. however, we a.re. witnessing etrious dlllurbanOfllland 
diftlcultiee in the tranaportation of petroleum ~nd its products, 
brought about by attacks on our shipping and by ll>e tr•nafer of 
tankera to t uppl)' tho rapidly increasing needo of our own armed 
forces nnd thOl!O of our allies throughout tlie world. 
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. Under I'IOI'1Dal cile~ a largo part of the anppl7 of oil cloe­

tined for the Atlantlo -.bot.rd, llowa throub a «-t notwork of 
pip6 W.. fl'OIII oil 8elda of the Southwoot t.o a-u11 porto. Thoro­
oil U. refined for Eaa Cout OOD8WDpt.ioo t.od the remaindtr ;. 
obipp6d •• crude to~ relineriea. Normally, both of Lheae mo­
ments t.re by tankora. ~ lrallio arooun!A!d to aboull,GOO,OOO barra1o 
per day befol'll our eD!"J•nto the •ar, bu.t the sinking of tanktra and 
t~e need for tanktra 1n othor porta of .the world hU direcled alton• 
taon forcefully to overland tranaportabon which io beyond reach of 
tbeeoemy. , 

'J'bo phenomenal lncreue in railroad tank oar .tlipmonts from tho 
Southwoot and Middle We&t to the East from a negligible amounl 
to almoot 600,000 ~arrelo pe~ day is moot'noteworthy. It;. oonoei•· 
able that theee oh!Pments mil ma:y be increued by t.nother 100 000 
barrel• per. day. Even oo, the rem•mder of tho petroleum requi.:od on 
!he Atl,anuc oeo.boa,rd fort~ Af!Dy, Navy, Air Fo.,., and -ti•l 
mduatrW t.nd CJvlfian uaea, >e eet1mattd at o.n additional 600,000 bar· 
reJs per daf, "'!d •t now appearo that this petroleum muot ba mo•ad 
chiellf b)' plpo hne. 

Existing pip6 line facilities t.re 10 located t.nd cotlltructed that it 
it imJ>OO!lble for them. 1<> supply wt.rtime needo oo the Eutero .... 
boa.rd without the ~ilt&n<» of LllDktrs. Therefore, u a 1'01Uil of 
the tt.nker aho!Uge, ll beeom<;o n........,. to lay now pipe u- in 
order 1<> oopa w1tb tho present dillieulty. 
. It no" appoara ~~ a portia! solution of this problm io for pipe. 
lm~ co~pa_~IM to das up certatn Jmes and relay them in more atn· 
teg;c. dJ,.,.llO<}I. ThJt w.ill be 1 ~yexpensivo procedure in all caiN 
~d an ~any m,unctt wa.ll praeticallt ~ouble the earrif-r1t lnvntmeut 
w1thout ,mc~ang the m1leago of the line im•olved. 
. T~e p1po lm.,. are fully aware of the importance of complete mobl. 

hz.atu;m of our nnt,~ral . resources, .and steps already have bet•n taken 
to.b•:•dge .tho f!•P !n transportapon. The 100,000-miie network of 
exurtlng pape Jme1 11 now supfl.Ying refining 1md conJUming ce.ntc.r8 
of foremot~t milita.t·y_ and nava importuce. 

Even befo"! our involvement i!' the wa~ pipe-Jino ope.ratol'ft hAd 
numerous proJectl undor way which have ancreased their ability to 
move oil from the grtot r•rves of the Southwest to Nortlt_.n nnd 
Eastern Stalel. Tlieae new pipe-line projecl8 have relea!td numbera 
of tankera for uae acroos the Atlantic and in the Far East. A eom. 
mit~ee of pipe-tine utcutives ia now eonsidering plans deviJed by 
engmeera f!'r digging up and relayin~t existing p1pe linee 10 u bell 
to 6t them lllto a atra~J!IC plan for urunterrup~ monment of petro­
leum. Such plant are being formulated without seriOWI con.iduation 
of the dW'?C"tiono which the ~.will bring to the ownera of the 
reloeated hnta. EYtr)' thou,l!bt 11 belllJt ginn to over-all war effort 
regardleaa nf individual hardship, cap•tal coots, and the probability 
that tho relayed linea will not be eoonomically u!leful after the Wlr. 

I n aummary, tranaportfttion a ROnerally retOjllliud ll bein~~; the 
n.um~ one problem oonfrontinp; the p6lroleum induotry today. Con· 
tndermg tlte poMibilitles of further need for dh·erting tanlcers which 
are ~ow engtged in COft8twise runs to " 'Ar service in the Atl11ntic and 
Pa~Jfie, tlte prActical limita of tonk-car sbipmenlll, nnd the relatively 
lim•ted CAp~oity of barge and towboat eq11ipment availablo on inland 
wat~rwoys In com1ulrison with tho tre.rnendous quuntitil't of oll to b6 
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JDOYed, i~ is fair to ltat6 tho~ tho pipa 1inol occupy the by poeitioft 
ill petroleum t.raDiporletion today. 

n is. ~the pipe lin .. ' plea that the hardships, theoorioua disloooliona, 
and the upenoM eauaOd by the need of digging up exist.ing lin,. ud 
relaying them, u well u the roquired up.nditu ... for new lines 
whiCh, tncld~ntaUy will be very, very high ODd wbieh will run into 
many million• of dollan, not be aggra .. tod by higher taxation of 
their gro11 rovenueo. 

This trtnaportation is not levied on tho transportation of oil or 
petrolcu.m prOduct& by r:dlroad tank can. It is not levied on the 
tranaportotlon of oil or petroleum preducta by the hoate that trav...,. 
our riven and Great lAkes. Jt is not levieCI on Uto tranaportation 
of oil or ito product.o by the ehipa and tankers thot wl our coutal 
watena This tax is lovted on pipe lines alone. 

1£j'f"lliftleult to understand why one indu.stry ahould be compelled 
to pey a Federal tax on exactly the same buoin,.. tltAt is being trano­
acled bf other industriee without taxation. We are oure that no one 
in pubhc life would ouggost a tu on tl'IDOportation by tanker at this 
particular ti- Nor WOuld sueh taxation of nUl tank cars be ent.r­
lained eeriously. But the pipe lines whieb feed both tankera and 
tan.k ears are tued, and now Ute Treasury io propceins that they be 
tued more be .. ily, namely 122 percent mo... That 11 from ~ to 
10 pm>ent. 

Such diecriminatory taxation certainly eannot be juotillod on the 
grounda that pipe lines ha<e bene6led from publ.ie suhoidi,. or simi­
far aida from the Troaaury. Over a period of y .. ro J-pb B. Eut.­
man, the p.-nt direetor tn the OtliC& of Defenoo Tr&Mportotion who 
long hu been a member of the Interstate Commerce Commiflilion and 
other public a~ncieo identified with defen90 tronaportation, has been 
makinl( OXU!nStve studies of this subject. To quote Mr. Eastman 
diroetfy : 

PubUe a 1ct1 to ptpe lloet bAVe been lltocetber nrog1111blo • • • plpeollne 
tr~niii)Ortlltlon of petroleum, petroleum prodoctll, llnd 11ntura.l *"' IIPI'l'Mred to 
bf! tbt ooe bn.och ot transportAtion whle:b hu not rectl¥«1 public aiel. 

In other words, tho pipe-line industry alone of oil our means of 
publlo tl"'\n8portation, has never been and is not now a burden upon 
the Public Trouury. The taxpayen of tho Nation h&V6 never lieen 
ealltd upon to hear any part of tho coot of oonotruction or opera­
tion of the network: of _pipe lines that. &erve tvery ~t~e:tion of our 
country. Tho pipe-line mdustrv is not one of th- public utilities 
that hu to be oupported at. the peoplo't txpenet, mtniy beeaWIO it 
happenl to JIOrfOnn an indi-hle pubUc ae"i~. J want to apeak 
for a few mtnuteo upon the ell'eeto of thts tu. 

While this tax is aotensibly levied upon tho tronaportation of erucle 
petroleum and liquid preductl! by pipe line., in oil practical eft'oct it 
~ not an ucitta tu: in any true se.D!le of the te.nn but is a teCOnd 
or duplieate tu on the income of the pipe-line compani... Moreoftr, 
the tax it es(>Ocial!y burdensome beeaW!O it is ba!ed upon tho tax· 
payer's grooo tnoome, instead of upon his net income., •• 11 tho euo of 
othtr income taxpayers. 

Now, being im~ U_POn the gro$1! income of tho taxpayer, tho 
effect of tho taxi tf it is tnere•sod to 10 perc<lnl, undoubtedly will !>" 
to ~uire pipe- ine. companies to pa_y )1\rger groM income taxes, 1n 
the form o f tranaportation taxes, and it is today the rule of toxation 
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!hat. f- ms ,; .. way to oM;a-, t1wt they - pay .. -
- t.u"'!- :"::!! DO ~ roou1t ,... oon-)il.aled. b7 tho c... 
~ '!hen tt • 1M ..m-th •-'-nt in 1811, auth...UU., 
the lu1118 of net.-onq. 

To lhow t.b4l eft'~ of ~ this tranoporiali011 tu upoo the 
pipe-line indu.atry1 tho foUowing table hu been compiled from tho 
maot. ~nt roooro of the Buroou of Statistica, lnteroCote Com.mer.>o 
Commteoton, to oomparo the amottnt of tranrporlation taxoa 11. 10 
pere~t, of lour rep.-ntatln pipe-line companies with tboir Fed· 
eral moom& taa-. 

•:>."' t-iE 
n- fov compo.ni• are truly rep""""t.ati..._ Thoro an...,. bia 

on• and eome omill on01. 
It. is quite •Pll&ronl from the forogoing table that if the tft!'IJ>ON• 

tion tu in 1940 bad been 10 ~rcont, u now propooed b)' tho TrMtury 
Department, tho tralliiJ>ONtlon tuoa of th- ()()ll)pantoa would ha .. 
ox<ieodod the FedOl'll Income and uce..os-pro6ta tuoa whieh they .... 
tually paid, by a oubatantial amount. The oompari10n would be e•en 
more ltrik:ing if the net income a.nd excess.profita tazee quot.M above 
were adjUJted tor Uto reduction in net income by tho ioeioated tranl· 
portation tax. 

Or1 again, if wo look at the pipe-line indtl$try •• a whole we lind 
lh.ot •t had gl'008 operati~g revenue subjoot to transportation tu of 
approximately $172,000,000 in 1940, upon which tbe transportation 
tax computed at 10 percent would have betn $17,200,000. Thia figure 
clooely appro:dmat.oo, if it d- not exceed, the total income tuoa paid 
by the ind~ to the Federal Oovernmmt in the year 1940. The 
oxact figure i1 not (>Ublished in the .. port of the Buroou of Sta~ 
but oince the total U100111e tueo paid to both Federal ODd Stale Oo.· 
ernmen!- by the pipe. line indust>y for 1~0 wu $20,00010001 the abon 
oom_j!Onaon ap~ra to be rtUODable. 
~ J>ro~ drutic i,......... in Federal t.axoa would im~ a fti'J' 

aenoua buiden on many mtmbera of the pipe-line ind"!~-'7. To .,.,.. 
than double the amounl of transponation lues oow being impooed 
'!ould in the cue of certain pipe-line <am~.., ebODge tlitir opOl'l· 
~dlcilrom • profit to • de6ctt or sobst.antially increue their r-l 

W.hether or not any deficit ... nits. of couroe, depends upon eoeh 
particular company, tho volume of oil transported, the operating oooc. 
of the partiettlar carrier, the amottnt of transportation tax,. leVIed at 
10 peroent of grooo l"OC<Iipt.o, and final ly the oliDottnt of Fed en! income 
ta.xea aseeeaibl6 on net enmmgs. 
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1. 0. 0. reporu obow that more thaD l'l pt.-.t of all pipeoliao milo­
If!" in th6 Uni!M 8!&* it !«aiM in Texu. oo a atudy ol Tuu ...,_ 
dilioM it iUuminlting in ci<Wminin!t tho tfe¢ of thlo propoooed tu 
in......_ Praetically all of tbooe Tesr.s lin~ ttrmlnate on tho Gulf 
- aod they are built to carry crude from inland pointt to tho Ollll 
_.• where tho cruel!> lo either .-ivod by tanb-rt and u;an1por!M to 
tho I!Aitern -oo.rd, or refined into product., moot of whieh are tnl ... 
ported by tankm to t he eutern aeaboord. l t ia obviouo thot the p,.... 
ent: t.anker ahortage must neee~~~~.ri!v reenlt in drastio curt • ilment. ot 
pi~line t.ranaportl,tion in Texas. While tJ1e exnet numbt.r of tankttl' 
sunk or tranlfe.rred from this service is n military secret, tlle f&ct th3t 
tanker load in go on the Gulf coast hnve a lready droppod more than 110 
peroent ia wei!"· known. Of ~un;e, pipt·line lranoporlntlon .to tho Gulf 
cout ir ouO'ermg o proportionate loss •nd, as All ofthel!e ltnet depend 
largely upon tankert for an outlet, there i• n o relief in ~roopeet lor 
them. It ahould be obaerved that the recently inert'a!ed nul alupmentll 
of crude do not benefit pipe Iince serving the GtM-«>&&t area bee& ... 
auch ahipmentl originate largely in producing &Ida and not at Gulf· 
-• {lil>t-line termini. 

To iiiUitrtte tho prob6ble adveno efoet of tho proJ)C*CI incnuo 
in thlo tulba!ed on accurate forecuto for tho ,...r 1942, the following' 
analysia o th""' comparu., is submitted. 

H umble Pipe Line Co. is a j!OOCI .umpt., Iince it .. ,.,. .. all of the 
principol producin,t< areas in Tuas, and lor 10\'tt&l yeart hAO trono­
por!M anprozimattly 20 percent of all of the oil oro<luood in thai 
Sta~ During 1~1, this company delivered 189,NS,OIIO berrels of 
crudo. Durilllf 1942, thia company estimatM that itB total d•li•eri<B. 
will be 110,607,68t. Humble'& aetuol ne~ eamingo during 1941 w~ 
$6 002,940. Due w the deere ... in volume, •nd oei'Uin roduetions iA. 
rates this oompany'a l!llimated net earning~ lor 1942 are $2,211,2113, 
whiel, is 1.., than on .. third of the onrninp for the previoua year. 
Thi• flgure i• baood on tl1o present tranoportntion lax If tho tax 
it raiaod w 10 percent1 this company will earn only $1'iG78,616 during 
UH2, or IQOIOI thun on .. rourth of tho i941eorninga. The . C. C. has.,. 
praiood tlto value. of this company'• properti .. as of Dooomber 81, 1939, 
at Approximately $60,000,~. and this valu~ should be enhan~ con· 
eiderobly today. Thuo, on 1ts I. C. C. valuat1on, Humble Ptpa Lme Co. 
will only earn 2¥, percent for 194.2, if this tu be increnoed to 10 per· 
cent, and this is a dangerously low rate of rtturn in thl• hazardous 
bUiiMa 

Atlantic Pipe Line Co. is similarly situated. Ita lin .. run fr<1111 
New MOJ<ico and interior Tens to tbe Gulf--. In 1941 thia oom· 
pany delivered 88,765,000 barrel& of crude. Under preeen~ oonditions 
tbe company cetimates that i~ will not delivor more t.han !l3,623.000 
barrela. a d......,. o f approximately 80 .l'""'fnt. Net i.ncome, alt~r 
Fedtral inco""' taxeo for 1941. was $2 0611,766. E~n 1f th<o "'' 11 
~ incri!Ued, net income fur 1942 will be only $7~,128, a decreaae ~I 
more than 96 percent. lf this tax is inerea!ed to 10 peroent, Atlaotre 
will show a loos of $40,240 for 1942. F urthermore, Atlnntic R•fining 
Co. has adviaod that it is f•ned with tho oeeel8ity of abutting down 
ita Atreco refinery in TeJ<as. lf thia ia done, Atlontie Pipe Lme Co· 
.. umateo that it will operate in 194.2 at • net 1088 of ~,639. II tins 
tnx is r11i8ed to 10 percent, tltis net IOSIJ will be increased to $612,428. 

3CMI 

Sun Pipe Line Co. aho oporatea u-ndual.-.1)' ia'l'o-~ 
1~1 that compeny deli•ei'ed u_nt.tts ~ of crack oil, n -· 
ma""' that for 1942 dtlinri8 Wilf - exceed 10,7011,8lt barrt~ a 
doereaae o f about aa llfrctnt. Tbo flfllimatod ,... i.ooome of Sun Pipe 
Line Co. for 1~2, baled on tbe p.-nt trt.rulportation tax ralo of 
4~ peroent, wil! ,_It in. a deficit of~. U tbe proi>C*d lO.per­
oent tr&Mpoi'Ut.ion lox it•mpoeod by Co~ Sun Pipe Liao Co. Will 
uperienoe a net looa of 186,172. 

Aa already pointod out, the tanker abo~ hAO caUIOd a ~dona 
doereaae in ptpe·lino tonnagt" in the Southwcet. A furthor reduction 
looma becau86 of tho cloeing of re6neriot! in that.,.... Tho Texaa Co. 
haa recently suspended oper•t.iono at a refinery which hu a cop&eity 
of 2/l,OOO oorrel1 daily, anrl it now. appearo that eeveral ot11cr Ioree 
refineries 10011 will have to shut down. 

In view of the dependence of our military and n&v•l forct~ upon our 
p,....nt method of transporting and distributing pttroloum and Ita 
producta by pipe line to every section of our country, it ~terM obviou. 
tha i the C0ngreN ahould carefully ooosider the adverae •feett of im· 
poain&tl>ia additional tu burden upon the pipe· line induotry. l~ hAO 
alrea been pointod out that the el ect of this lr1u!opol1&tion tax 
would to inc...- an alrudy diocriminawry tax by12'l ptrwnt. It 
hu al.oo been obown that this tax iocreuo would throw a number of 
the piJ*Iine compeni,. into otrious or.rating dellc:ita n.. qlK'IItion 
and tho problem bolore thia honorab e eommittee is whether or not 
it ia wioe thus unduly to burden an industry which is ptrfonnin~ IU<'h 
an essential function in our war t11'ort, !lmpb" to obtain addu tonal 
tranrportation tan.,•t.ima!M by the Treaaury Depanment at $18,700,. 
000 and which aum ia but one-<~uarter of 1 peroent of tho total revenuo 
eought to be railed. 

Alr. Dmnrr. Do you make a deduction of your excioe tax againlt 
your uoeM~proOta ea1cuJ•Uon or your incomet 

Air. SwrOArr. Tbio iJI after the tranopoi'Ution tax. That it de· 
duetod before ""leulating the income. It g..., in tho atatemen~ AB &It 
expo- item. 

Alr. Dr>rCJCL~. This propoaal, of cou...., would ~·e a grea~ benefit 
to a oompetiUve t.nnaportation line and a compeutive fuc:l , 1\"ould iL 
not, at the expenac ot oil I 

Mr. SwtOAIIT. We feel that it is of bene6t to our compttitive mtano 
of transportation, Mr. DingtU. 

Mr. Dtxo...,. AJI it ial 
~lr. SwrOArr. At it ir now. And of eourae, this onl7 uaggeratea 

the benefit to thooo people. 
Mr. l>n<OD.L. I t will widen the di6erential between them I 
lli. s .......... That it true. 
}[r. Dw<n. H.u there eftr been any ditlcuarion with the L C. C. 

about this tax wben tbe tnnsportation of tankenr and care ia not tared 
oimilarly l H u there been any dioeus!ion of tl>atf 

Mr. SwrOArr. I cannot a..,..er tl>aL I do not know. 
Tho Cn.umo.N. Wo thank you for your statemenL 
llr. SwrOA.In'. I wish to rubmit four .. hlbita in connection with my 

t.1ateme.nt.. 
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('nle uhibill ore u foUows:) 

""""""" .. 
1'u.t><o.r •AI,...e.t• ·-... l tll : Afti'IICI: daiiT tank-car lhJ,pmeoC...--------·-·····--- 4Q.OOO 

led : 
Jan. 1 to U cl&ll.f taDk-c:ar abJpmenLS..- - .. -·----·-··--··-··-· ....... 0&002 
ltm. 10 to 81 4&Ut tanli:-ea.r lh1pmen~-----··-········---···· 181, 08T 
hb. 1 to 1• 4•111 taolr:~ar ab.lpmeabl ... --·-·--------·-······ ···-·· 238, ~ 
i'tb. l G to 28 dnllr taolr:-tlr &blpmenta ____ ............. ........................... 3~ 21QG 

Mar. 1 to JG d11U1 tank-cDr . b.l,pmanll... ... --- ·-·-··-·········--- 431,143 
Mar. 10 to 22 dan, tank~r sblpmena. ...... ---------------·-··· «O. 000 
Mar. 22 to 28 0..111 ta.ok.car ahlpol"...nta.,_ .......... __ ......................... GOO, 02G 
Xu. 28 to Apr. 4. da.U, taDk-ear &btpmeots ................................................ 6215,000 

.....,...,. B 

Nno tMJor tHIN' lf..u 

Portl&Dd·Moatftll.lllae-Po:rtlaod. liaiDe., CO ltooUMI. Olnad.a. tapadtJ 10.000 - "'""· Boolbtuewa Pipe Lloe ec..-prodarta UD6-fro• Pore 8c.. Joe to QlaU.aDOop. 
.. pod ... 10.000 ............. ""· 

tluttU. Pipe UDe ())..tram Batoa ~ lA., 1.0 O~ro- N. 0... eal*'lt7 .,_ ............. ""· 

L:::::::::::::::::::::::::::::::::::~:~::: 
~:::::::::::::::::::::::::::::::::::::::::::::: 
11 ............................................. ~ .................................................. 

---

APpPl)TI 0 

.._, .. , .. _ ......... 
wloo.wt• .. """'' .. : ..... .::: ..... 

"' li, 4U 
I, Ill ,.,, 

Per'M41a,. ot crv....u Jlf'04.et«o8 truqorl~ t o ~,~Urlu br 411,_1 ...... 
""'""" = - ... -· ""'""" = - ... -,_ ...... ... - ... .. --- - - - - - - -........ ~····· "·' ... u ., ~ ......... .... .... .. .. -.. ........ "' ... .. • • ~ ......... ... • • .. •• ~ ....... " ' .... .. ·' rMI ......... ... ... , •• •• IW .••. fL I ... .. • • rMl. ....... "' ... ... ' .. 
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n.e CH•wr•"· 'nle nest wi- is Mr. B...., B. Feraold, eMir­
man, tu commiu.., Amorieon Miniug ~ Com. forward ODd 
iclmti ,, younol !. 

rr.&TBJO!JIT or DJBT 1 l'EBli.&LD, cnnx n , ru oo•lll7:· 
ru, .&Jallcwr llllfilrG co•oU811 

Mr. Fa >< AU>. I am Mr. Henry B. Fem&ld, eh&irman of tM l&l oom· 
mit~ of tlto Amerieon Mining Congroea. 

I om not an oilman. I do not know tho oil oituotion. But for mi­
wo find nothing in Mr. Paul's st.ote0l4Dt which answ., tho showlna u 
to tho ooouion and jwoti.Ocotion of the pn.eent ~nt.oge deplolion. 

On tho new qu!llltion that he raises as to mmo development: Ju be 
point.o outol ono pl..,., minee do not hove so-ealled intongiblo develop­
ment OOfit.o with on oplooo rtgarding them; but dilf..-.nt nlleo ore pre· 
80ribed for minoc, and minM have no option under thea rule~. Thio 
dilltinction at othor poinll in b~ etatement ....,. not cl .. rly mode. 

Ho foela that min&-<1..-elopment expenditu""' ono euily ..,..pted 
from OJ?<rotlng- But I ay to you, out of tho full,... oflong 
ao»unting upemnce, that it ia wboUy impneti<sbl6 to clo llllo, which 
is o buic reuon for tho p.-nl ~tions. 

In appearing be:fore 1<!!' u a rop.-ntative of the mining indUOUy 
I flrtt wiah to xot.a brieft.r the fundamental principleo in """""'"""" 
with which our rooommendotions ore mode. I belie.., oor tboopt u 
oo t.htoe prineipleo ia t.nlinly in oeoord will! that of your committee. 

First: Tho lira ~nd foremoet obj«:ti.-e of indU!try and of ao ...... 
mont today is and muat bo to furniob production for war need& Thia 
is the Jl'lr&mount problem and duty. It invol~es not merely tho pro. 
duetion for thia mont.b or this year but for futon> months and futuro 
stars, becauae much u we may hope to win this wq quickly, we mutt 
prepon> for a wor of ye•re nthor than of months. .lmmediaey of pro. 
ductJon is of tremendous importanoeJ but we cannot o·ve:rlook the ne6d 
<f the continuous, voot production for soveral year11. Wo must plan 
and work with thts in mmd. 

Second: Wo muat hove an eJfectivo solrent industrial Byltem loft 
after tlte war ia over. Th~ we ahoU then n;;;;d for the~~ work of 
restoration and rooonocnu:t.ion which will be required. This will bo 
•ioeded to yield tho re .... uos which our Government will l.hen require 
for ill eurront neodt and to Jl'IJ' for tho war OOfit.o not mot by tho tueo 
of war yeor11. Industry muat bo able - merely to oontinuo but to 
expond, to give employmonl and liftlibood to th..,. wbo return from 
lhO war and 10 Ill- who look for normal OOCUJ>&tiona when their 
wv.produetion jobo ore o,..r. This _,od objeelne cloeo not oon4kt 
with tho flrtt, beCoU80 tllioient, oohwot industry at tho oonelution of the 
,... wiU he tho ellioiont industry to sorve eJI'ect:inly for 1 long wv. 
Thm ia ._ry emergoncy diftrtion of industry hom - to war 
produetion, but thil ohOuld be dono without crippling tile ability of 
andustry to eerve for a lo~ wu or to IJe1"l'e in peace after the war. 

Thir(l : Tho problt m of currently raising taxes to meet tho Govern· 
ment'a need for rt\'tnucs during the ... ar pe.riod ia important, but 
subordinate to the primary objectives. We. need vast revenuee not. 
merely for this ye.Ar, but for the ~war period. Wa must not 
recklc881y and unwisely l~t dee:irc for imme<li~tte revenues obtltruet 
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or interfore wit!• t11e production of war needs or 'tf1'eclt our induetria] 
syotom llO it e&nnoL .. ..,. through a long war or moot 1M I'O'It-war 
needa. -~ ~· -~• In (?Ianning for aeve.ral yeara.of war _prvuu""'OJ?. we are nt---.n~y 
plannmg for y .. ra of war lanllo!'- Wo rf!Ull llrive ~7 to !!ooP 
1ndUMry !Jtrong ediYO, and ollle•mt to )'lold production u ....U u to yield revenu~. If we enn do that for ,teve.ra) years. of war, we 
should come from the war with industry 10 •bape for Ill po~~t-war 
work. th . •b t.o th . We ahould make c.lea.r in our tax laws at we au. e.N . , tl6 pnn. 
cipld. W• obould not include in new ~ws, we ebonl~ ebmmaLa ln>m 
old laW'I featnrea which would bl~ dUICOUra~ or m~pedo fu~ war 
production. We obould not penahoe t!'ooe working fo~ production of eeeontial war nee<b by placing tht~ m a !'·orse posahon Uu•n. thoee who tue not eo tll.fll'Aed· \Ve c.:nn raghtly 1m~ heavy t~xnt.'on on thoeo who are maklnfl ex""'"'lve pro6ts,. w~th~r .d!~Wtlr_or •nd•~Wt.ly, from our war ACtiVIties or from e.avihan act.t•ataes. 'tl't ~n hardly ho.JlO for the fulleat poooible participation in tho -r ~tfort 1f we cliO­
er•minaLa again!t those who produce goods for or ""'!i•h goods t.o the Oovemme.nt. Throug~out our tax pl~s we must str1vo to have them 
npply fairly and eq111tably. The Ingber l~c las ratea, t!•• more 
earetUI we mu!t be t.o oee that the bases to wh•c~ or upon wh1~h thoee 
raltt apply are fair and ~==· ~omta !"~tch. w-ere of mmor m:t~ porta nee at low ratfll may gnevoua lD)usticee wbt.n rates ar& 
hi~hor. . f th ch • a1 f In this spirit ~·8 ur~ ~n your att~tion eome. o e lt me ea.· tul"(!fl of our tax lnws wlueh wo tool1nterforc wath those fundament.aJ 
obj..,tives both from the product.ion and from the long·term revenue 
atandpoint. . . Ther- are t•C\o opocial feawr:- partieu'!orly apphea~lt t.o ~ which I would menti~eplellon and umlr0f·prnduct1on cred•t lD 
computing . . ..... profits Laxea. , • The reasons for oont.inuing tho p~nt J>ereC!ntag& depl~taon provJ· sion have already been so fully wbm•tted to your comm}ltee that I 
aimQIY record J~re our poo!ilion !hat JlO!OOilage depletion. f?r the minmg industry ebould not be dtnled, abrid~, or ~bor hnuted. 

ExceB-pro6ta credit based on profit per umlrOf·DUDo prod~oo: 
All reooll!'•zed in derletion, min"" realiu pro6IAI o~y throu,gh diSpoao ing of their capita assets. For tlte ton of ore 10 the mme, as for 
any oCher capital n...,t, tho profit can be realized but once. Any part of the capital .... to ..,.lized upon in 1 year eannot ba realized upou 
in anotbu. Whatenr to~ of ore is realized upon during tho 
tJntrll"ncY curtailo the pro6to which can ba obLained 1n futuro yeara. 

In this, mineo dilfer from tho ordinory manufacturing or tridlllj! business. The rnw matori"ll l\ manufacture•· purchases tlli8 ye.ar and tho profi ts he m1\kes upon tluun Rre not expected in any way to limit or c.urtnil the. materials available to him for purchase nnd manufacture in aubooquent , .. .,. nor to limit his future profita. The trading eon· 
com which puiochut~ and .. JJa oronds doea not expect that ita ,PUi'cheo and sale in ihis ytar will limit its purehaee and Mle of goods m future 
~~ . Ore in th& mine ia not tllUB replaceable, and what. is remo~ed thil year limits whut is available in future ye•rt. This ill re«>gniud by 
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depletion llO f.r u eonoomt tho capital oloment. Tl1at capital allow· anoe we rightJ7 reoognioe lo not to bo oonoidored u incomt and not t.o 
be subjected to ta• as ineoma. Only otter appropriate depletion a). Jowanee is thoro in<CliDO t.o be eubjtded to incom6 tu or lA> ..._ 
P"'IJta tax. This, I bdie..,,... aro alroad1 agNOd upon. 

1'b6 6CC!JM·.Pro611 tu, hOwenr, raisM a t·urthtr point. n,. uot~~~­
profita tax naturall7 should •IIP'.Y only to not income, and then only t.o 110 much of the net 1ncomo 1.1 as m ex~ of normal aarnlngs. 

Our present, law recognizta A credit for nonnr.l earnings detennined from a standard of buO-poriod oaminp or from a standard o f a per­
ctntage of rtturn on in•eattd capital, with limited provision for IP&: 
cial deunnination in muitoriout c:uea where neither the bt.ae.penod l"'arninr. nor the pe-roe.nta~ on in'"C!JJUd capital fnirly m~umre the norma earnings for which the e-&cess·proRie t redit should be g;,•en. 

The preee.nt provisions for euch credit of a fixed annual emount, re· gardlass of volume of production, do not work out fnjrly in many eatet u an allowance for the normal pro6ta of mines. 
For eDmple, tllinj! tho profit per IA>n aa tho fair meuure of pro6t per u.nil, but reoogmzing that in some .,. ... profit per pound or per 

ounce of me.t.l production would be dlo appropria-te unit. to nso, if the mine during tho base pe1·iod hnd IU'Oduoed nn nve.Ntgu of 100,000 tons of ore ayenrat.$L per ton average. profit, $100,000 net income pe.r ytar, this amount of $t00,000 would be tho buit for ita .. ....,.profits ervdit 
dt<trmined on .._.period eamings. If in tho -.proflta yoar tho mine does not. incru.ee ita production, it. will have ita allowaneo for SJ 
t~r ton of nonnal pro6L If it produces only 100,000 tons and mokoa not mor6 thnn $1 par ton of profit., it will not bo Rubjeet to exccsa· 
profilAI lll• ; or It it makes $1.40 a ton on 100,000 tons, it will pay •x...,.. profits tax on the u .... 40 .. niA! a ton, or $40.000 of prollto. 

So far this •ms a fair and appropriate rult. In ouch a eu .. sthis, whtre production is not inc.ruaed, the mine will hava an txClflll.pt'Ofilt oreditequ•l to the normal profit on production. 
It, however, I he mine should increaM its production-ns it must do if it possibly c:nn to mee.t the dema.nd for maximum J)roduction for 

war need.~then it. finds thaL not only the ex""'" pmftt but also the nom•al pro6t from tho increaaed produdion will be tubjecled to tho ...... profit.ttu. 
J f in our tJ<amplo the mine produoed 1110,000 tom of ore and made ('lnly the nom1al profit. of $J R ton, its credit. under pl'f.f!!Cnt law would 

00 limited to th& nonnnl profit. on iUJ uorrnnl production of 100,000 l<lns, but tl1e 8JO,OOO of normal profit on the additional tonnage would 
ba treated u all - proftt.t and subject. to t.he' e.x.-.profilAI tax. J f oo the 100,000 tons produd ion it made $1.40 per ton, undtr p._..t 
I~• tho u.-·pro6ts tax would be applied not mtrely to th6 addi­
tiOnal 40 oenta per ton pro6t, but. also to the normal proRt of $1 per ton on tho 60.000 tons increl.800 production. . 

This is the t it uation intended lA> ba remedied by the amendment 
which Senator Johnson of CoJo,.do propoeed lut ytar w~n tho 1841 bill wu before the &nato. No edion -s then tabn, oo the 
..,.,.._ that this subject would recei"" particular eonoidtration in 
the nut re-.enue measure. The proposal of the J ohnson omendmenL wu simply lA> make available to mines an ueess-proflte ot'lldit equal Co the normal pro6t per unit. 

• 
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UDder IIICh a pl'O'filion, in~ enmJ>Ie cit~,~ mine with itt booie 
crodit of Sl per ton milrbt recetve this crodit on 11.t total Lon~ of 
proclueliOD 10 that if it did produce 160,000 t.ODI at $1 pu toDJ?ront., it 
WOilld hav~ ita full ex.,....profiw crodit of $160,000 al'ld w~uld, - bo 
oubjed. to ueeoo-prolitt tax. If on its 100,000 toni P,rodUCtlon 1t ~ 
$1.40 per ton, a toLal of 11210,000 profit for the year11t would apply1ta 
S160 000 credit, at $1 per ton on 1501~ tono, and 111 excellO! prOflta of """ 000 at 40 centB per too on 15/J,uw tono, would be lllb)oct to the """"'I .,..,....profitB tax. l ' · • 1 We are confidant that the prosent law's •PP •calion m. IUOI a <:"" 
wu entirely unintentional and is contrary to CongrC8810nal pohe7. 
The Govemment Is asking, and rightly asking, thnt m)nos do th01r 
ut.m08t to produce in t.his year the ore ~n.d the matala or mmernls '!'hlc.h 
normally would not be produced unt.il U1 some fu.luro year . . Th1s the 
minos are tr~ing to do. They sole not to be penalized for t•kiog from 
thelr mlneetn this year the oro which, on a !lOnntll ecate of pr~uc­
tion would be minOd in e. future yee.r, and 1f thus normally m10ed 
would not be oubject to ......,.frolits lltx, esoept to the etttnt that the 
pro6t per unit we.re in exeess o. no~ . . . 

Some miMI may not need thiS crodit.. ~ wh1ch .cannot 1ncrew 
c;:,uction o••r that of the bese l*:'od; mmes wh!ch hue &Ill~ 

period eaminga credit· others wh1ch lla•e ample 1n~ed cap•tal 
crodit, may not be subject.t~ thi~ injustice. ~ut many, pa~•cularl;r o.f 
tbunaller min!"> do not have ••~r a c_redit on buo-penod. earn•!'#' 
or a credi~ on m•ested cap1Lal wbich will be adeguate to gave a fur 
allowanoa lor normal profit on inc~ produc:taon. , 
The~ is also the problem of new manes or .mmes wh1ch we~ ol!•' 

down or operating at a grutly reduced capoc1ty on • noncommtr<:lal 
basis in the bese period. Tbe Gove:nment is maJ<ing •••ery ond.eavor 
to get new mines opened or old m10es mt.o maxunum prOductiOn. 

For mines which do not have an already estab]i~hed normal pro~t 
per tJnit, it. will bo necessary for the tnx authonUce to mak~ " tau 
detennination of what would be tbe reasonable no1·mnl umt profit 
u a bnsie for auch an allowo.nce. . 
The~ a.ro also mines which during the beso p6riod were not be1ag 

opented on a pro6t. buis as separate entitiee; for which .alf:IO ~hert 
thould be the d•terminotion o f a fair nonnal profit per umt •• 1nd .. 
pendent minos. , , , 

Such profit determinations will naturally anvolve the etlj!\netnng 
judgmeM which mining entl(ineers are quite capable of making and 
do rogularly make. Tliis will be far simpler than aome of the P-"t 
adjiiJIJIItDt pro.Wons in the law; much simpler than many of the 
toga! and factual determinations which the law m~ otherwise nqwro.ld 
In any event, tt- are determinatioos which the Commiloioner """ 
mab and which, if me.de by him on anything like a fair and reuon· 
able buio, would undoub~y be cooclusive upon the Laxpaytr. ~ 
lltxpayer would be largely at~ rnerqo of the Commiaioner ~ t~ u .. 
amount of any such const.ruetive allowan-. but the CommiMlontr 
should be ~ven authority to make such appropriote aJlowancea •here 
n-ry an applying the unit-of.procluctaon CrediL 

I oubmit for the record a copy of the Johnson amendment and ,... 
epeotfully refer you to Senator John9on'a diseuosion of it which ap· 
pe&rt on pogeo 7488-1 of the Congreesional Record of September 4. 
1941. 

DVmiVII UVWOM OP 1 .. 1 30f7 
Wo wor that t.ba principle o.f this amondmont be incorporal4d • 

tho law aDd that it be ci•tll htroadi~ dect. In 
TIM mi.- which MYO heretofore gone ahee.d with increued 

duction to meet the ~emanda of tho defena. al'ld tho war siluat.i..l''!; 
many of them bne. 1.n 1940 '!'d I~ are. no ~ eotiUed for u.'oaa 
>:eara to t!>e corncuon of an anJUitiee wbich t.ba law qulLa uninte • 
uonall1 dtd tbem. n 

The entire net income of mines would in any event be subject to 
normal and 1urtu. Actual profits would be subject to .. ....,.nrofita 
~·x, but such ~n amendment as this, in addition to pt(lfent provlsion-. 
!' needed to msuro that the u .ooss-profits Lax shall in no event be 
unposed. upou what are merely the normal mining profits per unit of 
prOduetJon. 

This .is no~ a qu.,tio~ of t~bs!dy, ~ut of rtmoving a penalty which 
otherwtae mtght be unmtent•onally unpooed upon thoao who beat do 
what the Government wantB them to do in inc"'uing production for 
war nt«la. 

.Aa to matters of general application which also elect mineo, w• 
~nun~~-the Trouury recommeadationa with ~ to the follow­
mgpom~: 

. As at~Ltd for -~ Tr.aury by Mr. Paul, "wartime rates mob is 
ll!'peratne to eliminate u fa~ u peeaible exiJting inoquiti• which 
clliiort the taz bul'lleo of cortain tupayere. n We <iomanend the irit 
o.f this otattmeot and tho following recommendations wbich lbe L 
uryme.do: 

1. Tho capiLal«oclt taz and the relat«i declared ft!ue 01.,._ 
profits lltx aliould be "'pealed. 

2. Coosolidated retuma should be permi«<O for income aa well u 
ex ..... p~6talltx. But we urge there should be no diJI'eronlial in lltx 
t-.te applied. 
. 8. ~veriea ol bad dobta and tu• should only be ooruridorod as 
mcome at and to tho extent that their deduction in a prior year pro­
duced alltx benefit. 

4. Statute of Hmitawona on bad debts and worthl088 l!tock llliiiCe 
should be extend"'! to allo':' lor refunds wbef6 there is queetion ollhe 
proper year for tl1e deduction; and tho preeeot charge-olf roquiremont 
as to bad d•btB should be eliminaltd. 

6 . . Use of the "Jut--in, ,first-out" invontory method should not be 
e<>ntingont upon the partieulor form of inttrim or other reportB a. 
sued by the lltxpayer, 
~ Furthu "'lief should be aforded where the earninga of tho ba• 

penod were abnormally depreaaed. 
Supplemtnting tbeati particular recommeodationo, which the Treu. 

ury bas stated "do not ubauxt all the ehanRM which we belie..., ahould 
be preeeoted to the eocrunittee," we wge t1i6 following u also falling 
under.the cluoiJication, of hardahipe iod inoquitieo which ahould bO 
rtmedied under theae biab Lit< rat•: 
•-~ to inveoted cap!~.tl; the tup.yer should not be denied tho"'* 
""""'·for proputy u •,n•osted oapatal merely becaU&6 thel!ropetty •a• 
aoquU"ed tn tome particular form of exchange or reorp.ntuUon -when 
abore wu no t!>ouj!ht or consideration of a possible future inveatA!d ('apital deternunation. 

• l 

"" • 

• 

Regraded Unclassified



UVUIV1I UVWO:N OP IUl 

The bas~ far computing gw.in, ,.ther than the baais for oomputlna 
,_ abould h6 used u the buia for property under ~on 718 ana 
section '1110. 

:O.preeiation or depletion adjuatments ohou.ld h6 tb- ap(>ropriatt 
to the unadjusted bas18 whioh ia u&ed. 

The deduction under oection 718 (b) (I) should h6for tho dil!1ribu. 
tioos which are not out of ueumlnp ana profita" i.nstead of that& not 
out of "accumulated •arnings and profits" to clarify th6 law and a"'id 
~ble question. . . 

Daily computationa abould ,not h6 ~wrod, or ~;~>e Com~ 
abould h6 given broad authonty to wa1ve the n>qutrm101L 

Borrowed eapital abould h6 fully included in in ...ted capil.tl 
Special reliof: Special relief &hould be granted as to invested capital 

aa wtll u to ineome; to oorporationa foi'mod after as wtll u btfort 
or during the base period; without penalty tax who,.. apeeial ,.li<f 
; 1 f!r&ntea • with limitationa of tu initially payable whe,.. apeeial 
~he! is bo~a fide claimed. . . 

Revis ion of supplements A nnd B : Among the pomta for rtvlsion 
in theM supplements, we urg& that tho definition of "&oquirirlg oor­
por••lion" should be brondencd; di ffol'cnoes in ~al years of corpcwa. 
tiona should be fairly adjusted; the entire net mcome or con.t~tructlve 
nt-t. income for the. taxpayer 11nd its compone.n~ for the entire bite 
period ehould h6 included; the tranaferee prov1s•ons of tillpplen>ent B 
eh0<1ld be revised. . . • 

Section 734 regarding ineonaistenc! .. abould h6 rep(&l~, 11nee ll 
iJ unfair, unjust, and OP,preMive 8.! 1t now ~; and lD no ITB 
d- it ha<e an appropnate place 10 detummmg lh6 ~ pro6to 
whieh ehould h6 subj .. t to u .-.proftts w. . . 

The exemption frOm u.-.profiu U x for stnteglo DllllOnlo ehoeld 
h6 restored. • 

The amortization p. rovieion of eeeljon 124 ehould prov1de for allow· 
on~ for nooessory facili ties which may not have boon oompleted ot 
the termination of the emor~ency neod for them. Also, 1t ehould 
8pooify, as aooms clearly ill! 1ntent, that mine-development ex(>tndi· 
tu...a n1ny h6 subject to amortization. 

The income tax should h6 allowed •• a deduction in detennlnlns 
uoess profits as was done under the I~ act. The amount whidl 
the taxpayer " ill h6 required to pay as inoome tax to the Oonl'll· 
ment ohould not h6 included in the amounL on whioh it must payae 
.,. .... pro&ta laJ:. 

The rate oohodule ehould h6 ot&tod by mekets buod oo porcentagoo 
of the ex..,.,.prolits erodit and not mtMiy aeoording to the doUat 
amounte of the p""""t law. 

The net operating looe eany-o•er abould h6 estmded to at lea<t 6 
yeare. 

lntereot on d.ftcienci .. should h6 at a rate not to exceed 3 pe,..n~ 
As to distributions out o f Mnrch I, 1913, 6Urplus ond inerea110. In 

vAlue. we join with others who oppotte the Treasury reeommend1~taon 
to abolish the present provi•lone under which such d istribution• are 
not doomed toxable income to the st.oekholder. 

The long·establisbed principle o f recognizing p...,.1918 earnings 
or values u not constituting tu:able income should be re-tained. 

We furth6r note that one o f tho reuona for writing into the Ia• 
the p,_,t provisions for dettnnining whieh disiributiona by c:or-

U\'1IJnm U'f18IOI< or u n 

pontiona abould h6 oonllide...d taasble and whioh ahould not h6 0011 liderod tazoble to stocldiolders wu to ~ the cha«io oituati..; 
with I'Ofl"rd to thlo question which exi.otod bolo,.. these pro•ilions ...,.. 
written ~n.to t.ho Ia•.. To. re-peal them now would introduoo far greater 
oompJe:rtt iOI m the Situation than now oxilt .. 

We agw.in ur~ ao we have heretofore ur~, that tbers abouJd be 
the utmoot eoonomy in all Government oxpenoltum which are not 
ah6nlutt ly-ntial for the war. 

We oommend what the chairman and mtmbora of yoor 00111111iUea 
bave done toward th~ end and urge that those tlorta h6 ...,tinuod. 
When p.-.1 to raise rem>uee for the ..-ry -• upeoditiiTOB 
and to man ou.r immoll80 borro~ for th .. pu.,....., .... are not 
juttiR~ ,in either taxing or borro'""g for ,.._,tiili. Fwtber­
mo~ 1t 11 bard to aek our people to deny themseh .. to pay tues and 
to ~uy ~if they- Oovel"!lllleJil lUnda being upended unne<ea· 
sanly and ••thoulregard to the war neodo. 

In ooncluaion, it ~ """"""""Y to mention proposals for profit 
limitations whlen, although not pondin11 befo,. this oommittee, will 
vitally alfoot tho problems you a,.. considering. 

Through you we urge that Con~ oonsid•r thf811 proposals u 
they b .. r on, our fun~ omental prineiplee: Will they help and hulen 
war productoon or w1U they hurt and delay it! Inevitably placing 
on tliooe who tab Oovernm.nt contracts epeeial limitations ~r penal­
li!" not applying to thoee who do not try to meet th6 rpecial war need, 
.... n tend to hurt war production. 'l'hls ia contn- to our &­cb'eeti... ., ·-
~~ limitiDjl pro6t& to a pe....,tage of coot of J.>rodudion 

moana that the higher the coot the groa~r th<l proftto. This p._ a 
penalty on economy and efticiency in production, encou~ c:a.re~-. 
ness, extravaganoe, and delay, and gl'Drrally introdueee the vieee of 
the old tJ'1)6 of ooef:'p,l ua C<?ntraets which have btt1\ eo strongly oon· 
demned. T11o admm111trat.ive problems of aroountmg and auditing 
and eettlcmcnt of disputes will bo intenninable. Neither the producer 
nor the Ooven1ment will know what should be oonsidered the eonlrt.et 
C?"l '!ntil otanda!'rll ar.e set up adequately to cover every poosible 
SJtuahon and until RUdJts have been completed, with deUnninations 
not. meo;ely of direct coet ~ut of overhead aiiO<Ationt for eseh eontraet. 
Thio Will h6 bod enough tn ..... wh<re the enti~ production goes on 
Government oontraets; far wone whe,.. part oft he production will h6 
~bjec:t., to and part not subjec:t. to Oonmmtnt oontrac:te. EYen the 
l~tabon o,f profits 011 Govunment oontracts to a pe,.,.ntag9 of stlling 
pneeiUUb)ect tO many1 if notaiJ, of these ooj<cliolll. 

Of course, procurement «<iciale should end .. var eameet.ly to mab 
p.,d.,t, r:ouonable oentracte for production or supplies. but prompt 
and eft'oet1ve proeurement ond ~,Y and llffieiont production should 
ha"" precodenoe ovor debotos regardmg CO!tt dotailo and allocationo. 

We ta,ke this Ot>portunity to add our testimony to thllt. of the war 
au(horlliM, tl1o Pr100 Administration, and tho Tre1umry, that propos­
als to fi• by law arbiti'Ary percenta,lll'e to h6 allowohle on Government 
rontmets will hurt rather than help the war effort: will, as tho old 
coel-p]u~ contra.cts did, promote ra.tber than curb inflation ; and "'ill 
P.....,nt a problem imposaible of satisfactory administration if.,.. are 
to have th<\ war effort whioh is ...,.ntial. 

....,_.t-" . ..._.11 
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U profila are exCOOI!ive, the _.profita tu should reeoptur& tbola 
and the uceos-prolila tu should be framed oo it will do U.it tfeo. 
tively but fairly, whether proftta oome from Oo•·ernmenL oonll'lCto or 
ot.herwia . 

This ooncluding U.ougM ia entirely in oooord w1t.h tho rest I ha., 
.. ld 81 to tho b8801 for a tax at high rat.es whiclt altall e.quitablyo.nd 
elroctively n>acb or ditooumge any real excess profit. whatever tboir 
eoureo. • 

(The Johnoon amendment referred to 18 u followe:) 
• ..._ tM~& ...,.._ .... t ....... .._ UNJ, p. tt.u) 

...,_.101ft' ~ .,. Sct.&l'oa Jotcll._ ('I Ooua.t.Do TO 8mnotf Til w,.. 
:lJrnMAL RIYIQII'VIt ea. 

(b) C*'poratlona ~ lD mlo.lat-
(l) A OOI"PPrlliOO eap.pd l.D tM mlntna ot raatural 4e.Poltt1 lball be nttdld. 

u.od.tt tb ... aeet~oo (wilb l'tllpeet to 1t1 mlalr~& operatlODI) to an eztell J1'08tl 
ci'MII equal to the oormal proOt per unit. ot pi'Oductloa t or Ita totlre prodDClloa. 
4urlt~M tM tuable reAr, lo ld<lltlon to IUeb otber excts~-proftta crHit ll mt.7 bt 
lii.IOWJble under tblt tubcbapter wblcb It properb' allocable to Ill operaUonl oUter 
tha n mlntnc. 

CA) In tbt e .. ent tbnt the U:rfllter wn actual~ In exttlt~ at tbo bfllnnlac 
ot 1t1 bue period a.Dd wat, 4urlna 1U or a part ot edt but Pft'lod, ena:a .... 
oo a comme:rdllllf profttablo baa~ ln mJat.na OPtraUOo.a tlm11a.r, uttv.t u co 
tM •olome of prodocttoo. to tbote orrte<l on durtoc the tuable fe&r{ tboo tJtt 
ta&IJIIJtr't oormal proftt ptr wdt ot productLon do.rtoc tM bUe PttlOd tnt.._, 
tM '"'or f'!ln l.a wbldl tbere wu • dddt ln u:eee-_proata aet IDCOIM, tlb&l1 
COOitltote liM! taxpe.Jtr"• DO'*l prolt Pl't UAlt oC or'Odoet.IOo fOI' tbt pa,_. 
ot t.blf mbeectloG. lA CIOIDPDUIJI IOC'b oormal proftt per o:olt. tbe adJ..._. 
\'111"0"1ded bf eetdoo TU (b), 10 far u applk.ehk. abaU be a:wAt. 

( B) 11 tbe tarpafft' wu bOt to ft'llttoee at tbe bfcburtac ot ttl baa pttW. 
or If tt wu DOt, dori.DJ aU or a pal"l ot llUdl baa pn:tod. ~ OD a ~ 
daUt proftta.,.e lla.llt. lo mlolrtl ope_,.UOnt .Smllar, euept •• to Yolwat ot ,. 
diK'lSOG. •o tboee earrlfd on durlDJ tbt taxable JtV, tbeo the DOIUI.I.l prot& per 
uolt of productlou @hiD toNSil ot tbfl bate PtriOd l)l'Oftt per uott or pro411t'll~ 
WbJeh tbe tarpayer wonld ba''e reAIIIC'd If tt bad been eo ensa.lt'd d11rh11 IDdl 
baM ]lfrlod. SuC'b normal proftt per unit &ball be eomputi!G b7 IllUmine tblt 
Ulfl tUl')llftr bad 110ld ln ellcll )'tarot H•e b8.1e period tbe number of uu1t1 •btdl 
It could hll''e prOdue«l and .alll, .. ~th due ttlftrd to tbo a,.mce l)rloae aud cottl ot operation prevutllng In eae:b 00-lla period year, except that tbe oumbel' Clf u.nttt 
llMumcd Ia toC'b computation for any bnae ~rtoclJtllr eblll not u:<ftd t~ nu• 
ber or unU• eold In the tutblt JMr. 

C2) The term '1)ft~~e period" mtAM, tor t.b41 Pllrp()iltl Of t.b.la aubltdJoo, 1M ... 
perlocl u elatwhere dtGntd ln ib.LI tu.btblpter, but tf tbe but period. ot a U» 
piJff II Dot tlleWbere 10 dt-Ontd, ID wth <":aM the ttnD ...,.__ ptrl04'" IMIDI 1M 
alf'ndar ~,. 19138 to 1M lDd-'...., 

(I) 'ftla ~ ahaU DOt aPSQ It tbt nua ;coOts c:n.odlt tomJ)Ottd .... 
lftlioo na. w'IU.OUt u. 1-PI)Uealloo or t.hla eett~oa. or- ODder MttJo• nt. ..,... 
tbt amouttt ot tbe eredh eca,putH a.Dder Ual.l call •too 

The en.-""'· Tlte nat wiln ... is Mr. J..,... A. Bentley, -rico 
pf'&8ident of the Curiu Corporation, Syracuse, N. Y., repN~Mntinc 
the tax commiUoo of tho Air ConditioniJ!g and &fnguating )( .. 
rhinery Asoociation. Come forward, ~1r. Bentley, and identify your­
oelf for Lbe reoord. 

STATEJIEJIT OF 1Al!ES A. BENTLEY, VICE PRESIDEKT, OAIIRDI 
OORPORATIOII, SYRACUSE, R. Y. 

Mr. Bl!ll'l'l.n'. I am Jam .. A. Bentley, vice president of the ()a"""' 
Corporation, Syracu..<e, N. Y., appearing on behalf of the Air Coftdi· 
tiorung and Refrigerating Micliinery A.t&ociation. 

31161 
I w,iab ~ mab "!' of~ of a ~ b&rnin to the OOIIUIIiuee. 1 am 

·~lnlll tn oonDIICtloo With ~on 840( of the uoioHax ~ 
w~icl! 'f.11lieo to ~ur _iodlllll.ry. 

Thia atr barp10, If odoptoo, would reaull in Ute Govun._t ••in 
subotantial money and Lbo diveruon of time of Qovmunmt ~ 
and would ""ult in the •'ring to our indllltry of a great many Mad~ 
.cboo. 

Tl"' p~lem, briefl,yJ is ~at ~ion &1_03 fol'lllttly taud only the 
.,u-conWned typeo .or ~era,tmg '!'Jillp~nt. Ho,..ver, the 1m 
amendment b""l'&bL m. eoll._.tatned a!' conditiontl'l, u ,..ell u man,r 
<001ponto~ of iniltlltnal and OODUDOJ'Cial relrif!oration and air-c:<JDdi . 
tioiiiDg eqlllpment. 

The phrueology reJerring to indwttJial and rommt>cial ...,_. 
is omblj!UOUL On \"&nY ~=;""!> Lbe Burtou of Internal & .... .., baa heeD unable to gtve us rulings. 

It would be diffiCult, and in oome - inlJlC'IIiblo, adequotaly to 
define what are taxable oomponenta. 

\Ve •re faced witll endless ql!esti~l!8 from cut1omers and from the 
nu.re<tu o,f Internlll Reven!'e, w1th hllglllion, and "'ith years of hold· 
mg qu08tlonable amounts 10 abeyance. 
T~e .. 1. of the ind1180'ial and COt!UllOrciul equipment ia now a1moot 

EOiely for war effort, g<>nerally for UIO by tho Army the NaYy the 
Mantime Commi&l:ion, and othe.r Oovun.mtnt ~ ' 

There will be1 therefore, little tax return dunng the war. 'The tax 
return from induotrial and OOIJIIDOlcial equiP.tnent baa averaged only 
$220~ pe~ month oo far, e\'ftl tbolllh civdiau ....., have tiOen sui). 
ltantial unttl .-ntly. 

From now on, the t.u return ca.nnont. conceivably equal the oost. t.o 
th~ Government ~preoeot,ed by the vast amount of paper work ra­
gu1red for exemption certificate procedure, and eo forth wbieh must 
&e carried out. b.v the many Go,vnme.nt purcl11t~ing ofti- throughout 
the country. 1,lis waste brings no profit to onyono. 
. We pro}IOfle the follow,ing amendment of section 840~ (tl1o words 
ln tho pi'08(lnt slat~ta wlucli are to be dolotad aro strichn !hrough in 
hrackefs, words which are to be added ara ltltted in capitals) : 

Sac. &fOG. T.u: Ott Rantox:u.TOQ, R.cn.wr;unl'fo A"AIATVil• a:rD Ata Co:co.· .. ... _ 
Tbert: ebaU be lm.PQefd on tbe toUowlq attldtl (IDtladl• Ia MCb tue Pl'rt• 

Qr A«'f!MMrt• tbt:relor 11014 011 Of' lD tc~Gnertloa wlt.b tl» ... lbrrtot) 1014 br Ute 
.. oulattarer, pn:lldactr. or lmporta a tu: t'Qlll•altot to 10 pttftnt ot. tlJre prt.te torr wbJt,b ,. 10114. 

(>) R</...,.,..,1 ..._-~._, bo••--lce.....,. ......,..., 
,... ... _...., 1- aJ>d bev....., dioolay -· food and bev.,.._ ....._ Ol.bJ.-., kif maldtt.a ~ CADI ~KT& a.nd mille cooler cabinet.&. e.eb 
tue.b arUclo .~ ... BEJNO OP THS 8£LP..()ONTAJNED 1'YPB 
lt8ttc ~-......... let._.. with, • uu~ • I al reJ:Ia~ruh'l -.Jt ~ atocll),. f!loc't-r(ci:I1 cu. Jce:roeo.ne, or p.tOLine. 

(b) [.R_,.r,, 'Wif ,,,,,.,...,] , Go•••r;;;-o '' u •de -oe •• e AJ!Otitlt':l.rett­
~~~~~ae:hiS:&M~ .,~,..,._ .. ,.... .., 
.. ~,h, • ~rlse•• .. na ~ =:::!'!.. ~ relrl~ruatlaa e a ltl 10 t:.., """'r., M:r 4t1 .-. ~ tl!lt!HMta\M .-:~eoa llu (•)• fo> Jti~(/ltiOiltra.-Selt-oontalned afr-«Jndltlontii.K unlt.a. 
• d]8~·.~~~~~;'!1.,. Oalll . t"•~Mf'frAI !II IIIII .,,._,~._... Hl8 ~ lt:ullikt lh,., ...tt ~ lef.r .., M..we M -. .. JMft .,. ..-~_,. eiQ.e~ oa a ale4 W.ul:ueth111 (• h 
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The obon IUIIOIIdment w(IQ]d ~ the lax .to 1M ~~ 
type of tquipnenl. Tbls w(IQ]d e!im•n•!• ~ iDdWitri&l tc(Q!""'­
willcb is the portion iDYohing the &J!Ib!C'"I.*, oomo of whiCh uo 
i!D~blo to clarily, bot wonfcl ~ elimmate an1 ,._.,. Pro61Uio 
to lbe OovU'IUDl'!lt.. • • 'blo 

Aa the •atute otands at pmoent, the tax 11 1m~1 • accu~r 
to determine, upenai.e to co1Jeet1 and uneconomto ln ate ntt yltld 
to the Government. 

Our pro~ ariae primarily u a ..,.un o,f our ac~ual •~'11'a1 
experlenoe with the diftlculties and upenliO of an~rprot.ing, app!y•nc, 
and accounting for that part of !h• P!"'eent tax whlcli *PP1*, to 
commerclnl and industr1al re.ir~geratJng and klr oondlt1oruq 

eq~~:~ no meana of dotorm~g the ooot to tho ~uroau of In· 
temal &vcnue of adminlsteril?g_ ~ tax o.n oommercual and lnd,.. 
trial rolrif!!!'!ling and air oondiborung equ1pment, but we lmow that 
tho 001t w1ll be hagh. Alrcad;r it hu boon •-rr for ~be Bu,..., 
to exchange with this 05$0ClatJon 69 Jetton! reopeoimg ruhngo on tbt 

. application of the tax to dill'eront circumst~ At 1- 28 onJ 
oonfero!X* with the Burcao have been reqwred u a part .of IOidl 
inquin.. Some of thooo oooferoD<lOO have oonsuft!Od ~.entire day. 
n.- 6gu,... make no a"'!"""ting for tho ~1 tnquan~ llf!d.-. 
taeta with the Bureau "'hich have been reqwred of the individual 
membere of tbio uoociation or of the induslly. 

The ..,..lting amounta of time OJ>d ~dy required of tho a ..... ~ 
~licy-making and administrative officers have been :very pat. ~ 
dillicultieaond cli•putes which may be expected to an• from an ""dit 
of tho rotu'rn& are calculated to bO even more frequen~ and more eon· 
auming of time a nd lhou!!ht.. . . . . , 

The mOlt serious CO$i. 1n ad:nunrst.rabon .arUI&I from the ue.mptioD 
oertiflcate which is roquirnd when the e<J••pment oold 18 lor lhe "" 
of a go'·e•nmentel ngency. These eertaficntes nm mnde out. by a 
numb(ir of per80n8 w6o have little or no lmowlodge of lloe requh•· 
meniAl for 1/oe iMuin_g of such oerti6cateo. BllCllulie auch fiOI'!IO"' .,. 
in01periencod in th1t ty~ of paper work, protrll«ed delayo, rceult 
before the oertificates are 1ssued and tho equ1pment ca~ be dehvered. 
The difficultiM, complications, and delays .•re p•rttcula~l:r OC1lte 
where, u is most. usually the ....,, the sale 11 not made directl1 to 
the go•·emmtniAII •l!"noy but is made thro~tgh an intermedi~te C<1"' 
tractor or ooriea of subCootracton. The bme loot b)' aupphen, ,... 
at&Uera and Govemment em~!:;'" who should be devoting f.btm. 
te!Y,. t~ productive ell'ort is su tiaL 

It should htrdly bo D"""""'7 to odd that tho time, ell'ort, OJ>d at. 
tention requirnd do not aid tho war ell'on, nor produce re•·enue ~ 
tho Trwlury. The eodl ... detail and diseutoinn are an 000001111t 
wast.& to the producer, the. c::oosnmer, and the Gol"t-rnmtnt. 

Aa exomplea of dillieulli08 inherent in detenoining whether a tAl 
attachea to a givon ale, we mi,o:bt mention the following: 

Subaection (b) of oectioo 3405 providea fo• a tu upon •:•••flO."' 
tors" "for or tmjtable for use as part of, or with, a refragcrating 
plant,. ref;if(c.raf.ang syetem, rdrigerating equipment. or unit, or &1'11 
of the artiC:Ies e.nume.rated in subSection (a.)." The word "ev~port· 
tor" is dcilned by the American Society of Refrigerating Engm.., 

u "that port of a .,._ in which refrigooroat it upuded .., npor­
iaod to PI'OCI.- refrlcontion. w A pipe coil, whOo -.1 in cold 
ato~ for dlreet oxpo~, 11107 be an evaporator; but the idfetlcal 
coli mJCbt be uaed on a brio. or oold·wator :iob. Tho identieal pipe 
coil, at the moment it is aold by the manulactllJ'U, ml,tJt ba -' 
for betting pu.,.._ in n"""'frl~Unf! woll<. Are we aoi"« to 
50Y that oll pipe ooU, no matter wbot 1ta intended ua m

01 
be, ;. 

to be taxed merely bei:aua lt could be ueed aa an evaporator! J'o a 
manufacturer to be denied the right to show that neitlier ~nor on

1
. 

one else intonded his pipe coil lo be ueed for an evaporator or an:r 
other refrisoration purpooe and that ba pipe never waa oo UBedl 
Is he to be taxed for aomething which baa nothing to do with rt· 
frigerating or air conditioningr On the other hand, if one manu. 
facturer is permitted to malui aucb a demoDJtrati011..,..,. ~ 
on what just ground can the aome right be refuted to al.l 1!1lnufo .. 
tunrs on all articleal It ouch a ~ht is ooneeded, who can m......., 
the me of the administrativetuk I 

The aame t7pea of queationa which ari8e with ,...poet to enpora • 
toro may be raised ~ o4htr OOIDpooento meotioned in aub­
soetions (b) and (d) of oection8405. 

Take at.o, for axample, the phrue "ic&.ma!t:ing machine~ llled In 
su'-tioo (a) of toctioo 8405. What ia au i.,..J!!&Iting machine! Ia 
it a eompreooorl Ia it an ;.,..malting cabinet! Ia ilao-hing oe)f. 
contained1 or ia It ••1r1 ltam which may be nsecJ in a J?l&nt in which 
artillcial 1«1 is produced I If an "i..,.malcing macliano" d* not 
cover the entire plant, jWJt what pa.rt does it covert Bow are tb• 
questions to be decided without dispute._ argument, and, whe111 the 
amount involved warrante1 litigation 1 The situatron could not be 
hotter illu•troted than by the following aentence (from a leUer to 
our &880Ciation'e counetl ee.nt November 28, 1941, by the Dtput7 
Commissioner of Internal &venue) reading: 

1'h41 tenn "lce-m•lltnr m11cbloe•" I• not amcepllble ot lf'Dtral deftotUon. 00"111'­
erer, n~llnp Will be t•u(l(l wltt-1 I'MJ)eet to the taublllt1 ot ••1 lt'&omakiDI 
maeblne upon re4.'tll)t of 11 (lc.crlpllon Of U" arde!e. 

The Bureau ia unable to ~po the necessity of innume.rable in· 
dividual rulings. 

Another difficulty lo ueertaining what is taxable o~ how much the 
tax should be when taxing an ol&Cmbl:j; of p•rt&, u distinguished from 
taxing o reoogniled unit or "paebgo. In many cuea only one i~m 
in a lorge .... mbly of ~rto may be taxable. Inumuch u the 
entire ~mbly, however, is eold for a Jump onun, it ia neoe.~ry, 
if the peroentaae tax is to be computed for tho one item, to urip 
to that item an arbitrary proportion of the saleo prioe of the eutJro 
....,.bl7. In this proceoo, ciao..._ of opinion may and do an.. 
Dispoteo are to be Upected ood, where the amoonta illvol•ed are 
subotontial, the dbputeo will be prolonged. 

So long tl thi.t ta.x ftmain" an its prtsent fonn thtre is no Meape 
from the admini!<l rat!•• probJ...,. which tho example& I h .. o men· 
tioned iUustl"ftte. 

Against the expto\110 olroody dtroonstnted and the gr.ater expenoo 
to bO e.<pected in the luture1.lor both Government an<l taxpt.yer, tho 
ro<:eipto ft'Om the tox (for we 6rot 4 months/•hould bo ec>naldernd. 
The rooeipta appcnr to be 11pproximatcly ao to lows: 
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Nona>bor' JDtl $1,4«1~; Dooombor lkl, Sl~lt.il; Janua'Jltlt, 
$1,603,184; and February 186, $1,60t,lft. 'I'bio 'makoo an ...... 
por mooch of$1,643,488. Only a small portioo of thio would be atl.....t 
by tho propoetd amendtnent. 

It will be obotrYod .that tho receipts :from ~ tu, e~n 'o'ndor tho 
conditions obtaining 10 tho first 4 months of 111 apphc.tion, .,..,. 
running at tho rotA> of only opproximat.oly $18,000,000 per year. 

In tho future, revenue to tho Government from th ... ooun>eo ..., 
be 01ped.ed to become I""' and less each month, an? aln\011. otop, aa 
aaleo for non·war-elfort """" are increasingly ,...trJCtod. It is l!tli· 
""'. ted tl1at, at the prt'811nt time, of tho indtm!ry'• ,output ~I oomm•rtial 
and industrial rofrigerating tmd air-oond1tiomng e:quapmtnl, mort 
than 05 per«nt, by dollar volum., is sold on a fligh·priority b&ai~ 
llfuth 0~ thitualea tolume is represented by direct pu.rcha8ing by tho 
Army Navy and Marine Corps, and by 81los for the UIMI of the 'lari. 
timo Oomm~ion Del•- Plant Corporation, Lend·Let\116 Admini• 
tration and ot.he; Qo,•ernment agencies having primarHy to do with 
t.he p...:..C.,tion of the war. The present tax revenu" to the Gottlll· 
ment from the operation of oectioo 3406 o.f th~ lnt•rn•l. ~nnuo Codt 
not only are diminWting but probebly wtU vtrtuelly diOOI')ltor. 

How6l'tr, the ~- and dinniOJ! of ~Ml, b1 ~O!trnmtal 
and ioduotry, in "!akillfl retlll'!"'o k""P.mg rt<ordo, and dectdtng upoa 
the tanbilit7 of lfl••n tt<ml wil! oonbn~. . 
If the ~ of ooJeetive UCl$0 tax ... IS to be OODtiRUod, then SUI> 

atantial changea ahould be made in the prineiplea upon which tho 
preotnt statute re8l& In the ~rst place, the ~ ~ld be ~ 
upon tuable units which are SJ.mple. to Mee,rtam and wtuch ptrm1t.of 
ready agreoment bttv;een odministntor And ta~poytr u to their IU· 
abilitv. A oelf-eontAtinod unit, readily di...,mible and oommonly..,. 
ce~ aaa unit ia the requiaite..element in any tas on th& lftl& of arti· 
cl... Wo have J>ointed out how diflkult it is, ev•n where i~ is agreed 
tltat an •rticle 11 taxAble, to alloeato a part of tho Bale• prtoo to that 
article. when tho artic.lo it pa.rt. of nn assembly and not a upnekApl" 
unit in lt.flclf. . 

In the oeoond place, the article to oo taxed should oo defln!"' •.• 
tenns which avoid. eo far as possible, a re.ferenee to the use wh1ch • 
to be made of the lrtlele. As soon as the question of u~e enters i~to 
the determination if the article tued bas a voriety of oommert,lll 
u- outoide the Reid upon which the excise is to apply, adminb!trotm 
diftlculti" ond disput.. are ioevitAtble. 

A. we have indicated, the use of the phrut "ror, or tui~ble for, 
uoe 11 port of, or with," appearing in su'boection (b) of IIOc:tton ~ 
frequently .. .,.. diopute with respect to a ginn article and .-.~ 
in taxin~t an article ..-bleb isn't. intendod for .... ond ion\ u...t in tht 
&ld of Industry to which the tax appli<'& If. for inatanot, ~ 
int•ndod to tax pipe coil when u!!od in ~ "'~"!'ling .and ~,,__. 
ditioning indllllry, it oeemo l(rOS)y unfall' to tu p1pe co• I "·hteb ...,. 
inttndod for and was actually u.ed in a heatinj[ plaf!t unrelated t: 
air conditioning or rofrigeration. Dioput.. u to •ou1table for U?' 
are unavoidable. Quarrels arise amonl( buyers and M'lltro u to w~~ 
articltltl ore ta.xable and as to which u l .. require a tax to be colloc...., 
deductod, or withheld. If the amounts involved· warrant the contMI, 
litigotion follows; oometimes between i!Ollor& and buye,._ bitt more frt. 

UYIIH17a iiiMSJO!fOP itU 

CJUO.Dtl1. btt~ the <looe1111R0n~ and the p&rty to tho-- tranM<tion 
•bich IS belie...t to )>o rtopon~~blot for po)"'Doolt of the t.u. Jl\tndo 
m17 h~n to be htld m ..,ro,. for ,....... The_, both ~blio 
and pnnt .. ou! erL ' r-

I n t1!e put, •Jltmpta h.ne betn made to narrow the lloJd of ditputo 
n!SJ)tCtin.lt ~ by put,hng the toot. on the d01ill'! of the artlek In· 
•.oli-0<1; that ''!o by t&rm,t( only that article whteb ia ~marily de­
mgnod for a gtven uee. Thtn the toot u to the tax liability of an 
or!iele is whether it It detignod for the lingle btn ble use or whecher 
it slso has a commonly aoceptod uoe in fields othor than that u 
which the tax is leviod. Heretofore tho d illlculcy with ouch 0 stand~ 
has bee~ that, In many. lnstan..., t~e administntora have been loath 
to admtt that the article In quetbon had a variety of (()lllmerclal 
use5 ooyon~ .use .in the Reid to whieh the tax appliod. The conttqumoe 
has been httgatlon u to whet the faet might be. Where•er tho tax 
rest. ultimately upon the use for which an artiele is suitable, d"!gnod 
adaptod, or intended, adminiotrotive dillicultiea and "headachet" mai 
btupoetod. 
<u11J:. propooecl amendmMt would cure the aboft·mtntionod dill· 

Il ~ JMrel1 to \It add~ that t,M elimination of ezcioo tax 00 
oommercia1 and !Jtdllllnal equtpment mvol•ea, in the cue of .cion 
~only a. rolativtly small amount of t.u. Oor ...,.,.., indicateo that 
thetu rooeJpta for the flrat 4 months may be dividod as folloq: 

...... ...... .... .,......,, _ ... 

Non,-n.~ ~~ ....W ....._.U,.tDIWU DL 

n w 

A !1'!"~1 of t.ho .comm.,.,iat and industrial rdrigerating and ai,.. 
con!litiontng maclunery indiiSlry indicates that in the 4 montho' 
pmod opecifiod abo ... t.he coot to the manttfactuftro, in ktepillll: ..,. 
«><ml$ !""i recol'do and In maldng the requlrod retnma, hU t.ob.lod 
~PPfOX!DIOtely 10 poreont of the reoeipl!l frOm aat.e of OOIItiDU'Cial and 
mdustrial rofrigtroting and aiM:Ofldttioning equipmmt. Tbia Rlakoo 
110 allowanoe for COOU to tht manufactnroro which may be upeoted 
..,.hen the Bureau of Internal l!evtnue makes ita audita. We don\ 
kno'!' wb~t the coot. to tha Utx;J>"Jer ia in keeping his recordo and in 
m~ htB retu.mo ~f other kinds of tuea, bUt it aeems to ua t.hat a 
ratto of 10 peroont •• very b!gb. If the cost. to tho Bureau of In· 
terniLl Revtnue of inspeollon_, audit, and diaeussion end the coot to 
the Government agoncitltl or furnWting exemption oertificatna ore 
odded, the administrative load ooomo di&proportionote to reoeipta. 

.. 
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IDdllltrial equip01e11t of otber t)'J>OI i,o not UIUIIlll' IIUbjec& to udoo 
I&L Tbenfore, dilorimination Ia Iilio mYohed, aiU.Oucl> "" are lllll 
~a point of this fad. . L . • 

Beai- of ~rincipls j uiC. u plomod, there ahoul!l- eJ•IJJO•mD.l•DI•!II<'odol 
from ouboection a ) aD rdtrene. 1<> ~ha uae f~r Which tb6 utld• 
uxed ore clea' • Aloo, i! "ice.moking mo;hlne" we~ <~P,I to 
•i..,..moking 04 inet," the term would re~er to pacluited ent•ty, •dan· 
tillable u ouch and not to a mere mach1nery .-mbly or pWit., Wo, 
tberefnre, proP- that Sllbeeclion (a) be amended to: read Ctbe ·~ 
in tbe p,_..t lltatuta which are to D6 cleleted a~ lltr~n ihrongb m 
bncktta; wordl which aret.o be addad arelltoted m ce'pltala): 

(a) b(,.,....,on, Btc.-~..::: ~~~:-== 
water eooltn. food ud. bem'alt d 1NID"t'8, aDd mllk eoo.;"~btue'-~ '*' 
,...., loe mald.of.,~ e~:Jol~Tllll SEU'OONTAIN&D TYPII l -,... =~,.._..~a ... ,a.uleal uhlce.att111 ~ operated bJ 
ele<!trlclt7, 111. kti"'OeDt, or i&JOIIM. 

Be<&U86 virtuaii~U of the equipment Sllbjeoted to tax .undor euJ>­oections (b) and d of section 3406 has ~mmoniJ. accepted UOM m 
ocher mechanieal it would b& • ......nnpy dillicult I<> lew 
ueiae tu upon ouch equipment without ....tmg ~t tax on • • • 
tion which mvolved tht """ to be made of tbe equ•P,Jnent. n 11 for 
thioreuon that we bavo b&on un•blot.o develop any oat isfaetory om~· 
ment to theoo parts of sec:tion 8406 whic,h wiiJ p<'.rnllt. ot the tant!OII 
of such equipment without e.noountermg tlta admmistrative eli!· 
cultieo uat.>nt under the pr< .. nt atat~~ We, therefore, propoe& that 
these two aectiono of this atatuto be eliminated. , • 

1'be articiM land unuu auboection (b) of oec:l10n. 3406 are !Will 
of retrigtrating apparatua ...ed I~)' m the P~ ~ st...,. 
of food or tor ..,.ntlal induatrial 11108 Sl1ch u tho produetion of 17!'· 
thetic .:Ubber, parachult cloth, vital chemi~l!o and eo. fol'th1, u dit­tin~isbed from luxury iterM. The nonnecl!as~nt~ea are pru~mpauy t;b• 
taxed in aubacctions tn) and (ol, lo which, 1f n 110lect•ve tax II to 
remain, we hnve no $\'nora! object!on, if amend"!~"" propo<e<!Th. 'cl 

We have no objection to 5Ubeect•on (e) ~f eeot•on 840~~ e !'fli.,• described in that aubsection are .. 11-eontomed and there 11 no difficwiJ' 
in dttermining what is moant. 

'I'Iili amend~t .,-ould mult in no net 1-of revt.nuo to tbe Got· 
ernm<'lll becaU86 the anall reduction in taxM would b& more thaa 
of!aet b ' tho over-all r<!duetion in C06t. of odminiatration _througbOIII 
the varlous department&, including Government pur<haswg depart-

m"S:iar utbe refrigerating and air-conditioning m~~:ehinery indusll'1 
is conc:emed, it. ean be said with tl~e assurance of eonv1eti0~ that. a. gen· 
oral t.u on Illes, grooa or not, Ill clearly more economiC an!l, ~ 
elliciont than any uciso tu which rosts upon atatut.ory definllloo ~~ 
artlcles to be taxed and adminiltrativa interpr«Alion of, ouch d.&l· 
tion The exilling ueiee tax ia fundamentally \U\ecGDOilllC and wl!'te­
ful.' In tho interest. both of tho public revenueo and of the welf&ro 
of the tupa~rs, thio tax should b& repealed and a aeneral salot t&l 
substiluted. However, tho aforementioned amendme.nt ie otrered 18 aa 
alurn•tive t.o complete repeal. . 

Our indult1'1 does not leek to r<!duoe the amount of ta;xeo ll pl~ 
We are not aotking to avoid our fair share of tho tax which must 

uvuva uvwoN or atu 3067 
c:otlect&d il thia war io to ba won. 1M we are -...d thU thoro ba 
tbe ~- 600IIOIIIio val11e from wbata- tu we do paJ. TM IDtomal Be..,,.. B,._u baa au.opted faithfUIJ1 to pYa ,. 
rulingt that would mal* ua to appl7 the tax, but unfortW>atel7, with 
little ouooosa. It io not the fault of tho Inttmal Rennu B~treau. It bd boon beyond tl1oir eontrol. 

Wo have 01changed GQ lottera with tho Bureau. We have had man1 
lone oonferenoeo, IIOID6 ~an entire day. Iloopite lhU, we am 
do not know what io tauble and whalio not t&u blo. 

Mr. DW<liT. We texed little bous and unite arowod tbe b- &Del 
lut ,.ar wo au.mpted t.o t.u indnatrit.l unite, and that UN!ed tbe diil­
cu.ltJ. Im't that !!gMt 

Mr. BL'f'rlZY. That ia riabt. 
Mr. D••Nn. Thoae uleCf in Pl0Ce88in8 in canneriea and in J"'Mt 

pacMi.og, the ~;~ box .. " """ in the variouo blg industries, and that ia whot caute<l tho difficulty. Is that a correct statement! 
Mr. BzNTLEr. Yea. And ot tho preeent time tho tu oppl1111 to 

component. of e•uy typo of industrial eysttm, ouch u ullid in tbe 
aynthellc rubber factory or the cbemical taeto.,. 

Mr. Da.'f'tt. And what do JOU yropoae I 
Mr. DJDm.ET. Wo propooe, bnell7, that if tho exciao taxation ia 

continued on our induJtry. an amendmtnt of eection 84:05 in phraae-. 
ology which we have suggostod. that would restrict the taxation to the 
oelf'oonteined tfPO of Alr-conditioning and rcfri~ration e<tulp•Mnt, 
the typo of eqw pment that is easy to doOne, where there <an be no 
ambiguities invo1vtd. and which would bring in the maximum of 
nvtnue. 

An important point is that aa a .....,It of tho &r.t 4 mcntho of 
=oo tbe rata of re•enuo t.o tbe Trtaoury bas been about $18,-

por yeor. H oMvu, of that total onl)' about $2,700,000 bas 
boon rep"'"""ted by tho oommercial and induotrtal equipment. Tho tax revenue would continue on the sel.f-contained type of equlpment 1 which 
io tllo majority of U•e t .. anyway. 

Another p01nt is tha.t, now that we are in the wa.r--and our indu.atry. by tho way1 is devoting almoat its wtire attention to tho war el!ort.­
tho induotnal and oommtrtial equipment is oonl!nod lllmc« entlrtl7 to 
war t l!ort uae, mOlt of it hting purcllued directly by Govommont 
agencit.e, so that no tu ia payable. on that &nyway. Thutfor~"1 even 
tliio $2,700,000 nvtnuo por year that baa bttn ~·ncod t.o date 
would be d.imini.sbed and would be abnoot neglij!lhle very eoon. 

Despite the fact thot the tox rovenuo ie booomlng negligible on th•t 
typo of eq_uipmant. tho. C08t of Rdminittratiun to tlle OOvernmtut a.nd 
ourtelvet 18 continuing. 

For uample, tako the uomption oortiR<&to procedure. One would 
think that this is a aimple mtlD11 of elimlnaling the tu on Govtm· 
ment purclw!es. But, bell••• m•, from my own uporitnot, gontl .. 
~it io notsimpla. 

Tho requirement for tho preparation of thi• form rep.-nte any· 
where from 6 to 10 alefl'l on the part of tho ' 'nrious Government pur· 
chasing ngencieo and othera, de~ding on I he typo of caae. Whore • 
contractor or a subcontractor 18 involved. in the jnstnnoe of one of 
tb-large plonts, such ae Mr. Disney montionedJ soy a syn~hel ie rub­
ber plant or a black-out plant for llomber pmauetion, th11 mull be 
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made up by the Oo•tnunent purehuing agtncite, who an not too 
familiar with the prooodu~ d\16 to rertlyiiJ'Iing to \116 it, ainco it ap­
pliea largtl_,- to industrial equipmLnt. We have oven had inata,_ 
wbuetho OoTOmment agency refu!ts to giwt the ntrli&ate u.ntil a fitr 
delivery of the equipment. 

Tho poor manufacturer cannot deliver tho equipment in adnnco of 
the exemption oertificate without being vulnerable to the tu; and yet 
l11o Govemment refu9N to lot us have 1t in advance. Thtro h&ve bOt• 
ll<ltual delays of deli vary on that account. 

And finally there is no lax aetrUing to tho Treasury. So It is all 
wMled elfort. 

llfr. DltNr.Y. And in tho meantime it mi!!ht spoil the deal unlll88tho 
purchaser kno~ what he hat to dol 

llfr. Uolm.ZT. Thot is correct. And for that reaton we maintain 
that even U>o small revonue that might &cerue to the TrOMUry from 
induatrial and eommeroi&l equipment is more thon olrHt by the coot 
to the Govemment. 

Mr. Dd><n. What is this $2,700,000 that you monliontd I What 
yoar ia thu fori 

~1r. Uasonzr. That ia for the 4 months' period.;..,., ()otobu 1, whtn 
the tax wont i.nto ell'ect. It wonld be ot the rate of $2,700 000 if that 
had continued. H owe\"tl', it i.~ now on a diminishing -=ale ~ue to OoT· 
omJMntllllge. You '!""t for the lint 4 montho we were still doi•g 
tome ci•ilian busin .. in industrial and oommeroial '!')uipment, while 
now it it almoot 100 peroent Govommont •u;ago or direct war olrort 
and DeftnH Pl&nt Corporation, for OlWDple. 

Mr. DI.IMZT. What usa~el 
Mr. n ........ ,Y. Air conditioning, for example, for UH in the pred .... 

don of many vital chemicals, pbarmaoeutieals ar.d drugo, oil n-ry 
for tho direct war eft'ort. 

Thcso block-out J?lonts which have no windows must be air condi­
tioned. P lants working on close tolerances for tho production of &ir­
J>lane ongincH, for example, must ba air conditioned tn order to permit 
thnt eloee tolerance work 

llfr. DIJJ<JlT, You mean to control the temperature! 
Mr. ll.,..,..,.T. The temperature and the humidity. When I ear "air 

conditioned," I mean complete control of the tomperatu"', which in­
volve~ heating in the winter or cooling in the summer, and the corrtd. 
moitture content of the air1 which means adding moisture in tho winter 
or removing moiature in me. humid summe.r days; the puri8cttion of 
the air and a proper ein::ulation o·f the air. 

Con{rary to public coneeption, &ir conditioning wu founded oa 
indUilrial applioationt r&tber than ..,..,.utd romfort applieationL 

Ordinarily we think of &ir conditioning u a room -lor or the 
oon!fit.ioning for a building !'f ~ ~. for uamplo, wbilo the pt 
mator•tt of~tllJISCM •~ for VItal mdust:na.J pu.rpo~e&. 

llfr. DISNZT. Jt is used in synthetic rubber plana, it it I 
Mr. BIMTLEY. Yet. 
Mr. DIS><ZT. What abou~ oil refineries! Do thoy use it I 
Mr. lli!M'I'l.lrY. Yet. We pioneered in the preduction of synthetic 

rubber in thit country. The 6n;t synthetic rubber wat a part of the 
pionooring elfort of our application of refrigeration. 

Mr. D 1s><n. What is it that you propose to tax I 

Mr. Bun.ar . We P"'ftr that section 3405 be ,..~ od 
oome form of taut ion mo"' ...Uy applicable be app · ' ab lhaf 

1 
uample, a genual 111ea 1&JL IUC u, or 

We have no objtttion to paying tuM. On the 
1hat thtre thould be more tax .. than are now be' oont~, .... feel 
after all, we have a war on our hands. ang paid, beeaUit., 

All that we are objocting to iaan uneoonomie method f ttem~• 
to collect revenue. -1 say "attempting'_' ad"risedl ~ • • .vw~ 
even resulting in revtnuo u the atwnet is bein,g m~ tod 

010 
It II n 

Of courao._ we do have a Hllhb mot1ve of ehminat~n t''c! ch 
ouraclveo •. uut If tho ~netructive result. can be obJin~ 0 ~{0k 
th~~ we maght aleo ba ont!tJed to avoid some headache.. ' we -n 

Ih' C u AIJUI .AN. We wJll take an adjournment now unt'l to mornmg at 10 o'clock. - 1 morrow 
(Whtreupon1 at 4 : 63 p. m. an &djournment k 

tomorrow, Friaay,ApriJ 17, 1942, at 10 a.m.) wu ta tn uncil 

X 
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'Mr . P11ul . 

Rl£ht. 

Go nhP.ad . 

Rs ndol :;>h. 

Y.e~ . 

Aprll 16, 1942 
12:45 :;>. 01. 

-
J~hn l e e1~t1ng her e with ~ e . e nd I've been 
handed a ni ce one by t he Pre s1den:. a~tore 

I ._e- t to tha t, 1 t ••ent orr :;>rett:t .JOOd t 'h!e 
~~rn1rg . t l dn ' t tt? 

I uo t ver y C?Od r o:;>orte ot lt. I thou6ht lt 
~es a swell job, end I had e llttle difficulty 
h•e r1ng a l o t o r lt myael t , but I &ot the 
r eoortere' - sev ~ral or the reoort~re talked 
to me and said lt waa o ewell j ob. 

·~ell , Treadwll.y 1 P >~1 th uP, an~ Dought., n and 
•.~alter Geor ge , eo I guess lt ' e ln t he be&. 

Yeah. 

~ow, t his 1• R •a t e ~rum the Preslee-: t o me . 
'C?ngr es saia n !>!cCor '!lSOit 'honec! i n :ha;. i n the 
!leflclenc? Ao;>r :or1P t1on 8111 th• H<'uee ;>ut 
i n th• s1x oer ce~ t l l~ita tion , a nd the Sen11 t e 
out l n & ~~re 11b•r al l l 'lll ta tlor..• 

Yeah. 

"He spvo t ha t th~ SoP~k •r And tn~ Rouee 
conf er ees t hemeelvet t l 1 r·~l thls is not 
p dPe1rRble wa y to tegielste , t ~ ryu t any 
limitation ., r ~roflta l n an a,,r~?ris tlon 
bill. It s~~uld be done thr~ugh excess ~r, flt r 
and the 'lla ye an~ l~e a n P Oc>'llmlttee , or through 
the Navel Affairs O~m~ ittce , a rter Cull con­
eldersti ~ n o r ell fac t or~ involved. McCormack 
eaye tha t h~, the So•ak•r, end th~ ~ouee con­
rer•~s t hink thRt all or ovlelons i n the det1c1ency 
bill n~w i n Congr eH eiuuld oe ~trlcke-n out. 

I 
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The e?n!ereee are ~eet1ng th1e A!t~rnoon. 
SenAtor Ba r kley 1s out or t?wn, and so t ar 
ccul d not be r eached. It the ?resident 
egr E-ee , :~cCor~ack hopea he will te.ke action 
Rnd see whet CAn b~ don~ wlth Senate confer ees 
t? have them recede ~nd strike out any ~nd all 
pr ovlelons ." The Pretl dent Ml d ror me t o 
handle 1 t . 

The:'s a nice Assl gn'llent . 

ilh.'> t? 

ThAt' s a nice Rs~lJ~ment. 

Yeah. ~e ss ld thRt he wanted me t~ do it, end 
he wan t ed t o ! ? r ge t ab?ut it. 

'.>'hat? 

He wante me to handle 1t . 

Yeah . Well , ~e ' ll hAv• t o d~ lt then. 

8 

'llell, now, what a r e w~ e;?ing t? do? I t ' ~ t his 
af terno?n . T've co t A CAl l ln f ?r John HcCorm~ck . 
I ~even 't been ohl• t ? r each him. 

Well , do w~ have t ? d~ - ~? yau have t o P?,ear 
t~l s a!ternoo:1? 

I ~1JO"l"l£e eo. I d: on' t know, bu t you're A.,­
?~arln~ a t one-thirty , ~~en 't you? 

Y~e , and I'll ? l'?bably be tbr?ugh ebo~t t va ' r 
t·•o-flfteen. 

Well ..... 

We 1vP stated thP reae~n f or ?Ul' oo?oel tlon tn 
my stet~T.en t before the ~~val Atfa1r~ Committe~ . 

Well , I tell y ou ~<hat I think I 1m ~oing t o do . 
As soon sa I g•t J¢hn HcCormack , I 11 PeP what 
hs ' s got. Then t t hl n:t I ' ll call u? Bob Pat­
ter , on and 'ay th~t t~~ ~r~e 1dent s'ked ~e to 
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Hl~J r: 
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:W.Jr : 
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::- :J r : 

'C-!Jr: 

1> : 

P: 

!ll(Jr : 

P: 

- } -
handle lt and I ' m go tng t o handle lt my wey . 
s~e? 

Ye• h· 

And take full rea~~ne1bllity . 

Y~eh . ·oell, th~t ' e all we ' ve got. 'ole hav~­
w~'r~ working ~n a ola n nov, vhlch germi n•tes 
t n pa rt tr?m a suggestion George ~ade. Sens t ?r -
r P tl-ler e .1msbody m11de to Sene tor George, which 
h• sent t o me ; but we ' r" not satl atled - eutt1-
cte•.t l y e•tlsfled ·•tth it t 'l make 1t oubl1c . 

N~ll , 1t' ~ a lov~ly time to hand thls to o:~e . 

Nell , how can I ; et you l a ter on 1! I geE . ... . 

Y?u cPn t:." t "' ~ thr?ugh !{r. Gri er ' e office, the 
cl~rl< of th~ 'lay& •'ld !4ea ne Comml ttee. 

!lut you ' r ~ no t cleAr tn your ?'•n mi nd? 

Ne t cleAr tn my own ~ind s b1u t what> 

How ··•e F.hnuld kill thi • . 

' lo , I c n ' t see - I have"l ' t ~,.,t an:t white 
rabbit e xceo' the ~no th• t you su~ge~ted. 

YeAh. That'~ ell ri5ht. 

9 

Th1 only th i ng I went t~ - I' ~ like to out 
the emphact• on the t f om•wrn t ln t ni £ llght, 
t hat we thi nk - a s I tPetif 1ed bef?re the 
Ne vRl .u ro trs C~m ,ltt~>e - thPt exeeee ;>r ~ rlts 
tax is th~ ~r~o·r met;od, and w• ' re ~erfeetly 
ooen-C!1nded: a r.d if t hRt lsn ' t et1ff en?u .:;h , 
th~n we- i f thAt ~?esn ' t s cc?mn1 1eh th• rP.~ult­
then ~e · r ~ for stiffeni ng tha tax. 

'l:eah. 

·<ell , you 'v ~ t;o t nothing ne"'· 

No , Just t his, e x~cot th~t I don ' t t hink ~e 

-
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have anything new we otn spring this a f ter­
noon. 

Well, I ' ll eee. Okay. 

Of course, y?u ought t o - they ' re Just meeting 
f o r the f i r s t time thi e stternoon. I f you 
want me, you can ge t me. D-1 you ·•ant me to 

10 

~o~e ~ver t o that co~mi ttee when I ge t through? 

W~ll, I' ve go t - they hsvtn 't l ocated John 
~cCormack. Un t ll I ' v• tAlked t? hlm, I can't 
tell. See? 

Yeah. Okay. '#ell , you can .;et !lie through t he 
cler& 's office, and you mi ght ge t a copy or 
my state~ent Just i n caee it c~mes uo there . 

All right. 

r r they ask y?u about it. 

Okay. 

That's the one befor e the Naval Affairs Committee. 

Hight. 

O'~ay . 
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April 16 , 1942 
12 :40 p .m. 

\IMJr: H<!llo . 

CongrePa McCormtck 1 s e~cretary will try to 
re•eh hlm and htv• him CQll, a nd T told hlm 
1 t was urgent . 

"!:IJr: YePh. Thank y ou. 

• 
~IJr: 

Congrf'e&man ~·~eCorMsck. 

l'l'Jr: ThAnk you. Hello . 

c~ ... r. 
!-~eC? rm•c"- ' e 
~ecreur;r: !~::-- flecret•ry? 

HY.Jr: Yes . 

S: Mr. t-teCormaek . 

A"rll 16, 1942 
1:10 :> . m. 

. HMJr: '!'hank you . 

C?n<r. 
~:cC?r:oack: Helll), Mr . SPcretar ;r . 

KM.ir: J ohn? 

1 •e: Yes. 

U:-'Jr: Goc' , whet • !)a l y,u are! 

Me: What ' , the me tter? 

1-:~'Jr: G<>d, you call Ul) the Pre• i dent on till~ th i n£ 
snd then he glve• me thl~ baby. 

Me: •.ih& t 1 A ths t? 

"l(Jr: 51"{ ;ler cent U mHstion - to k i ck it out . 
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Yes h. 

And eo like all these th1nga , I said, • s ure, 
J 1ll tske it, Mr. Pre s ident, it you want lt 
kicked out.• Now, what do you want metod~? 

'Jiell , the th~ught wee that th• t ehould be 
taken up in the more - in the r egul a r way 
a nd where it could be legieleted upon tr~m 
a sound a~5le ..... 

Yeah . 

• .. .. ins tead o f in thir h1 t and ~Jn way. 

~ell , I ' m with you a hundred ~er cent. Now, 
J ohn , "ha t' e the t t ming on th1e? 

12 

Well , her e ' • the Pt?ry. I . .,ant t-:> give you 
t he lstest 1 nt ~rmatlon , and I'm glad I d i dn ' t 
call you- I trl~d t -:> get you before , bu t I ..... 

Well , I was u, ln th ~ Rtl l t •s tltyi ng . 

I know, but I mean ClPrence C~nnon Just came 
i n Pnd t old me that yee ter~AY they had a 
me~tlng , th~ House oonfero.ee , and they 
unanimously agreed t ? strtk~ it out. 

Yeah. 

Sut he said that &?p&r~ntly a fterwards the 
Reoublicans had a meetinb with their leader­
ehi o, anc they ca~e in thie morntng and changed 
their ~nds, eee. 

Yeah. 

So the situati-:>n hoe changed t o that e~tent , 
nnd confi denti Plly I think that Clif might 
go along with them, eee . 

1Jiho ? 

Woodrum. 

Yeah. 

Regraded Unclassified



Me: 

HII.Jr: 
"'2:! 

"''Jr: 

!·~C: 

II'~Jr: 

tic: 

"l~Jr: 

r;c : 

H!!Jr: 

i~c: 

flli.Jr: 

!~o: 

'lli.J r: 

~c: 

- 3 -

Now, the - Cannon - ot ooure~, under thoee 
circumstanc~s, n~body ca n t ell wha t's g'ing 
to haopen, exoent tha t Ca nnon t h tnke he might 
at111 hsve the vo te& in the ~ouse c~nr ~reee ; 
but it ma y have to ooru ba.ok on 9 sepsrs t e 
vote , bu t the only wa y l t can be ad j usted i P 
that •ne Sen9t~ oonter~es r~ced~ it. 

Well , now, a r e you m•~t1ng wlth the ~enate 
gr o,.,? 

13 

No, you oee I d~n 't m•~t wi t h th~~. Th• House ­
th~ H~us~ c?nt•r·~' Br • the ~·nat~ cJnf•re~e 
'" the bill "ll•et. 

-h·n arP t~~~ g~ing t~ me• t ? 

·t~ll , they mel't t '"t1s srt•rnoon """ t?"llorro". 

Ar• you f!? ing t o rn•• t '"'l th th~ S• nAtfl! gro'-lo 
this a ft~rnoon? 

Th•;t ' r! f)O tne t<> m•~t . or ,bebly meet with us 
arter - they were meeting th t ~ mo rni ng. Wheth• r 
they met with the ~·n•t~ gr~uo or not , I don't 
know ; but they ' re g~1n~ to - th~y ' r" probnbly 
go int tc meet wlth the 5ena te gr ou;> thte oft er ­
noon and t o"!lorrow. 

No. 

Well , how can I ~·t i n on it so t C8n talk t o 
the ~e~ocratic l • adert? 

•tell, the onl y ><8"J you c? uld <' ., 2ny thing iF 1f 
yo"..l call uo eom~ >t :>tc e• De:u~cratlc :!!e"l!b•re 
o r th• - s?mP '~ th~ Senat~ D~Mocrat1c me~ber$ 
of the conference commttte•. 

'tlel l , tha t ' B Hcl<~llar , i sn't lt? 

B~rkley l s away . I trle~ to ge t Berkl ey yes t er­
~ay . 

I t ' ~ ~cl<ello r , i sn ' t 1 t ? 

y~~ - Of cour se , tn• - eo t ar R S you ta l k i ng 
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with the indiv1du8l ~e~bers are concerned, 
1 t eeeme. to me tha t the only - th~ be5t way 
t o do would be to talk with the - whoever i s 
the acting Senate l ea~er. 

Well, could I make A eu e- e etlon? 

Surely. 

I e Sa~ Rayb ur n in town? 

Y~e . 

1.4 

Well , now, l~~k . Sam outr anks &11 these other 
rello•s. Couldn ' t Sam call a little oeeting 
eo~ewhPre this ~ rt~rnoon that I could come uo , 
and wh~re I'd ' be enokeeman r~r the ?res i d en t? 

:tell , he couldn 't v•ry well with the - he eouldn 1 t 
V~ry '••ell With tho s .. nll tOr S, 1 d'> O I t thln}<, 

Yes , 1-le can. 

Well , J ' d r l!l !'ler yo•J ' d Ulk with' Sa m your self 
on that , Mr. SeoretRry . 

Xou would. 

Yl'S . 

All right. 

I ' d r a thl'r you ' <l tall< with .... . 

All right, I ' ll call h i m. 

BecausP lt ~ould l ook be tter i f you w~re t o 
take th•t ~r'"o•itlon U? wl th him , don 't you 
eee . 

'fiE'll, cen I s ay wher• - thet t he initiative 
came rrom y~u fellows? 

Yes, oh, yes. Y'>\1 can t'll hi m t ha t - you 
can tell hi m howl f•l t - I sen t a meesBge 
tn th~ ?re• i~ ent , end it w•s eent ~ver t o 
you anc tnen how - you con tell hlm tha t you 
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ta l ked wlth me and t hat I - an~ he thlnka 
thPt they'r~ unanlmoue, but you tell hlm 
the lateat 1nr~rmat1on I s~t was about the 
Ke~ubl1cans . You 09 n leAve Clif out , eee? 

All right . 

So you can t ell htlll t hPt . 

All right. 

All right. 

"!"hank you . 

Good-bye. 

15 
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Operator: 

HMJr: 

l'r. 
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HII.Jr: 

i' : 

II'I.Jr: 
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'!MJr: 

W• 

'!MJr : 

HY.Jr: 

HMJr: 

R~llo. 

April 16, 1942 
1:15 ;).!D. 

The Speaker 1e oreai cling. I have Mr. ·.~right . 

All right. Hello . 

Go ahea<l. 

Hello. 

Hello, ~r. Secretary. 

¥.r. Wright? 

Y~e. elr. 

16 

Look, Mr. ·~ri ~;ht, th~ Preei d• nt h8s a!k~d m~ 
to handle f or h1n~ thie eix ?•r cent limitation 
on profits that' e on thi s nineteen billion 
doli ar War Aopr~?r1Atl~ns Bill. 

Y~s, e1r. 

Now, I'd like to, at the Speaker's con•1 eni ence, 
talk to him Just ae soon as I can. Hello. 

Al1 right. 
get in - go 
ce.n se'! you. 

I ' ll tell you, Mr. S~cretery. I ' l l 
on th~ Pl?or ene P8k ~1m when he 

W~ll, I' d like :~ t•lk to him on th~ phone 
t1r!t. 

'iell , he's 1n th~ chAir now. If he c2~ g.,t 
out .. . . . 

No, but I me2n ~henev~r - woul<l you sln~ply 
esy to him when h~ can get out of thP chair, 
will he cRll m~? 

I eur ely will . Are you at •he office? 

I'm at the Treasury. 

All right. 
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And ee soon ae - at the Speaker's convenience, 
I' d like t o t~lk t o him on the phone . 

All right, Mr. Secretary. I'll put hlm on 
there. 

Will you get tha t message to him? 

I eur ely wlll. 

Thank you. 

Good-bye . 

Regraded Unclassified



CONFIDENTIAL 

I!UJr: 

Operator: 

I!MJr: 

Hello. 

Go ahead . 

Hello. 

·' 
cc - Mr. Sull i van 

Mr. Paul 

A;:>r1l 16, 1942 
2 :00 p . m. 

Speaker 
RRyburn: Yes , Henl"y . 

<w.Jr: 

!l: 

!l!·:Jr: 

R: 

f!l~Jr: 

R: 

HMJr: 

R: 

HY.Jr: 

R: 

!IMJr: 

R: 

HMJr: 

R: 

HMJ r : 

How ere you , Sam? 

I'~ all r i ght, excep t I've got the da2ndest 
col d I ever had. I went d~wn h~me laet 
Friday, a week ago , a nd go t it there and 
bad it all the time I wa1 ther~, and brought 
it back v i th me. 

Well , I 'm sor r y . 

Yea h. 

Righ t from the heart ot Texu , hull? 

Sul"e . (Laughs) 

~lha t ? 

(Laughe) Ri ght fr~m the hesrt or Texas. 

I see. Sam, John MoCo~eck called up the 
President about thlP s i x per cent li~itatlon 
in this nineteen bi llion dollar War Depart­
ment appr~?r1at1on, you know. 

Yeah. 

And the President had Pa W4teon call me up 
and eai d he wan t ed ~e to handle it for hi~, 
t o :ret 1 t out . 

Yeah. 

Now • . . .. 

It 1 a comi ng out. 

Is it? 

1.8 
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~eah , I told Cannon the other de y that - to 
go and drop t he whole thi ng out, the Sena te 
amendment and the Hou~e amendment, too. I 
don ' t think that's the way to handle a t hing 
l ike that, do you? I thOUiht •.. .. 

No, no. 

I thought , hell , 1t it ' s going t o be handled 
by a commi ttee like ihye anll l~eans, the com­
mittee that worke w1 th him ou,ght to handle it. 

Well, that's the way the President and I teel. 

·.4ell, we're going to (!rop the whole thing out. 
I told Cannon to droo the whole - both amend­
•~nts out, and he eaid they'd do 1t. 

Well , now ••... 

It eeems thet the contereee are oretty well 
that way on both sides. 

\.fell • ..•. 

I know the House oontereee Are sll that way. 

'iell, John seemP worried, because he eaid 
within the last halt hour, the Republtcans, 
he thi~~•. are goi ng t o vote t o keeo 1t in. 

Well , I hadn't heard a word about that. 

H'! s81d Ca nnon told h1m thP t. 

Well, I ' ll be da~ned! Well, Cannon told me 
that the7 ha~ a meet1ryg , and the committee 
wae unanimou~ - the eub-comm1ttee. 

Well , they evidently hPve chaneed. 

Wel l , t hey p r obably ..... 

Well , coul d I leave 1t between you and me and 
the Pr esi dent l i ke this , tbBt 1t you need - i t 
you t hink you need eny help r r om this end ot 

19 
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the avenue, give me a r i ng and I 'll come up. 

Sur e, I'll do th,t , Henry. 

Now, I haven ' t ta1lt~d t o l~cK~l1ar , see. 

Uh huh. 

I only talked t o Mc Cor mack, a nd hP said he'd 
r ather that I ' d deal with you di rect . 

Yeah. 

So ~11 you do R little checkinG? 

Y~s , I will, Henr y. 

And - because the Preei~ent pinned this on 
~e. and I don 't want t~ fPll down . 

No , no. Well , we ' re - I ' m ror throwing the 
whole damn thing out. 

•,;ell , that' e wha t he wa nt s . Now unless - lf 
i t ' s in t he bag- I mea n that the thi ng , the 
whole thing goes out, r',.:on ' t hea r rroin you . 

That's right. 

But acc~rd1ng to ••... 

I'll tell Cannon t hat i f he needs any help, 
that you 're r ea dy t o come u~ a nd out in what­
eve r oar you c~n. 

Yee. And - hello . 

Yes . 

And Jus t so th~t you know, I 'm leavi ng t own e t 
t~lo - thirty on FridAy. 

Yeah . 

' Over t he ~o~eelt-end . 

20 

I ' m leaving - I' ll find out before n?on tom?rro~o~. 
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Right. 

Whether Cannon th1nke he needs you. 

Yeeh. 

All right, Henry. 

Thanks a l ot . 

21. 
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co - Mr. Gamble 

Richar.S 
Jenkin a: 

HMJr: 

J: 

HMJr: 

J: 

I!I(Jr: 

J: 

HMJr: 

J: 

HMJr: 

J: 

· HMJr: 

J : 

HMJr: 

J: 

HMJr: 

AorU 16, 19112 
}: 43 p .m. 

There 'e a b i g masa meeting here 1n Tucson 
on Sunda y evening , the night before it opens. 

Yeah. 

I won.Ser it you coul.S get ~e a good speaker 
here thBt night, coul.S you? 

Goeh, I .S~n ' t know, Dick, bu t we can tin.S out. 
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Well, now, I tell you. ~~ i .S ea wee this, that 
poeeibly ~e coul.S get aomebody trom Lo! Angeles. 

Whet's the date? 

I t ' s Sunday night. You eee, our ea~oeign starte 
on the twentieth, en.S we're having a big mass 
m•et1ng on Sunday night, the nineteenth. 

Yeah. 

And if we could get maybe somebody like Sdward 
G. Robi nson to come over on that afternoon 
plane, or maybe E.sward Arnol.S w~uld do i t f or 
Uti . 

Well, Ted GamblP i s here in charge - Harold 
Graves i s ei ck • .•.• 

Xes h • 

•• • . . snd I'll e slt him risht sws y. 

Wel l , Henr y , it woul .S be tine 1! you coul d, 
becsuee I think it woul .S liMn a lot to uE<. 
We're nutting in • lot or work on this thing, 
an.S I think that woul.S be an opening gun that 
would really help ue tremendously. 

'ilell, I 111 do the bee t I cAn, Dick. 

An~ what I'd lik~ , it you coul.S, whoever tende 
to it, it they'd wire me in. t own, I'm stayins 
at t he Pioneer Hotel. 

I've heard ot it. Th~y 'vp eot A bar, haven 't 
they? 

• 
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They've got a ber, ye• h. 

Yeah. Will you be under lt, or b~ck or 1t, 
or on to? or it? 

'Nher e - what part ot th~ b4.r will you be? 
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Well, I'm ~olng t o - I hav~ a r oom there, and 
I'm not going 1n the bare during tb1s campaign. 

I &ee. Well , they'll slm~ly eay, "Dick J enkins, 
The Bar, Pioneer Hotel." 

Yeeh. ThPt would ge t me ell right . (Laughs) 

(Laughs ) 

But, Henry , it they woul6 ~o t het, end wire me 
h~re , and I' ll tell you what we 'll do •.... 

YPeh. 

.. . . . t o stand any expenses there le t o a trip 
over here . 

Yes h. 

Or tram anywhere . 

W~ll, I' ll get the word t o bl m right away. 

And "'" haven't much time. ·~e' d like t o break 
1t tomorr?v 1n the ~soer~ i f he could POrk on 
it right avay, it would r eally helo us . 

\1ell , you don ' t g ive ua much time. 

1'ha t isn ' t much t i me , 1& it? 

No. 

We Just thought of the br1llisnt idea t oday. 
I t was brought uo here, end 1t will be eoon!or Pd 
by all the laboring men her~ in Tucson - the 
me~ting wlll be. 
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Okay, Dick. 

It 'll be a big thing. We're going to have it 
at the audltorium at the University, and 1t woul~ 
help a lot 1r we woul~ get a good speaker here. 

'tlell , I '11 tell Ted Gamble r i ght away. 

That ' ll be f ine. And, Henry, any communication 
for me , ha ve them sent jupt 0 D1ok Jenkin&, Chairman 
of the Defenep Savings Com~1ttee , Pi oneer Hotel. • 

The bar. 

All right, the bar. (Laughs) 

Okay. 

How ' re you f eelin! ? 

Okay . 

Are you really? 

YP.ah . 

'iPll , I 111 see you eround the r 1rH of !~IP.y. 
I ' ll b e right in t~ your office. 

All right. Go?d for you. 

I! you' d work on thie, I certainly w~uld 
ao'Oreclate it. 

An risht , Dick. 

Good- bye. 

Goo<!-b ye. 
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oo - Y.r. Sullivan 
Mr. Paul 

April 16, 19~2 
~ : 20 p.m. 

liMJr: Hello. 

Op~rator : !~r . ? 2tterson. 

HMJr: Hello . 

Robert 
PAtterson: Hello, Henry. 

'!!'Jr: Bob? 

P: 1Ji d you eall me? 

P.!IJr: I di d. 

? : Right . 

HMJr: I got a memo rr.,m the Presiden t around noon 
t oday , asking ~~~~ to eee that t hat eix ?er 
eent thing i s kicked out or the bill and 
put ting it entirely on me , see . 

P : 

fil~Jr: 

P: 

f"'Jr: 

P: 

ffi'J r: 

P: 

iC~Jr: 

P: 

HMJr: . 

Yeah. Well , that' s good . 

Ths. t' s good ea.y e you. 

Yeah. 

'!<>u ' re a t1ne one. · 

I went a nd harangu~d 1hem l'~~terday after I 
so t through wi th your me~ting, and the Houee 
eo~ittee - the majori ty or th'm- were eer­
t einly fo r kieklng it out. Thi s i s w~at they 
eaid. 

Yeah. 

They said 1 t eeveral tl'lle~. 

Yeeh. 

They eaid, "Do you need the money at onee?• 
And I eaid, •tee.• 

Yeah • 

25 
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"How soon?• I ea1d, •Ae aoon aa we can get 1t. 
We counted on 1t bef ore this.• 

Yeah. 

And they eaid, "Well, will this ~rofit limit@tion 
which will engender debate , will that - if that 
delays pro~ress on the eporo~riationa - will 
that hurt? 

Yeah. 

And I sai d, "Yes , 1 it will. We need the ~oney 
urgently, end a controversial measure like t hi s 
is bound to be d8mas ing t o ua t o g~t the money.• 

Yeah . 

They said, "Shouldn't it be hendled in separate 
legislation, H handled a t all?" 

Yeah. 

And I s~id , "Yes , I think eo." No•~ , that was 
the tem~er of the Hou,e conf er ence , th~ House 
eide of- the conference. · 

ll'ell, I got that reoort from John !~cCormack, 
and then some thing he p':lene'd at noon. T'ne 
Republicans evidently decided that t hey'd 
make an i eeue or it. 

Did they? 

But here's the ?Oint. I got hold of the Sp~aker, 
and the S~eaker oro~aed me pere~nally that he 
could handle it and if he couldn't, he'd let 
me know between now and noon tomorrow. 

I think the tougher olace, Henry, 1e in the 
Sem• te. 

I know, but . .... 

McKellar still wan t s t o hAve some thing in there. 

Sut BArkley ' s net in town, and I didn't want 
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to go to MoXellar. 

Yeah. 

An~ the Speeker ranks all or them, you eee. 

Yes. 

So I wanted t o let you know; and it I have to 
move, I'll let you k now what I ' m going t o do, 
and I '11 mos t likely •~k y0\1 t o go uo there 
with me, eee. 

Yeah. ~ney told me t oday thAt they 're ln 
conference, and I vas tol~ to s tand by ready 
to go up to the Ce~1tol bef or e the f ull con­
terence. We were ~nly before the Houge end 
or the conference. 

Well , in view ot th~ Preei ~ ent ' s directive, 
would you mind kee~ing me ooete~ ? 

I' l l keep you post ed, you be t. 

Now, I d1~n't call the other neonle in the 
roo~ because - who wer e here yesterday -
becau~e I though t the t ynu were being the 
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most active in it, and 1t bei ng your a~nropr1-
P.t1on. 

Yeah. 

But ..... 

That's all right. I ' ll keeo you p?t tee . 

And I ' ll do the ee~e by ynu. 

You bet. 

I thank you. 

Thank you, Henry. 
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FINANCING 

Present: Kr. Hadley 
Kr. Baker 
Jlr. llurphf 
Kr. Buffington 
Kr.Ha&S 
Jlr, Bell 
Krs. Klotz 

.A.pril 16, 1942 
4:46 p.m. 

H.K. JR: That looks better, that chart, doesn' t it? 

WR. HilS: Yea. 

H.K.JR: You are keeping these sheets that you make? 

WR. HilS: Yes, we will keep a file of them. 

H.K. JR: In case I want to get the movements, you see. 

KR. HAAS: That table shows the exact differences in 
prices, you see . 

H.K. JR: .A.ll right , Bell. 

MR. BELL: Well, this is the way we feel about it. 

H.K. JR: You have got them all prepared, have you? 

KR. BELL: Yea. If they don't agree with it , they 
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will have t o apeak up. 

(Mrs. Klotz entered the conference.) 

H.K.JR: Imagine, they come in here and S&T,"This ia 
the W&7 we feel about i t." 

liRS. KLOTZ: That Jottnds like Dan Bell. 

liR. BELL: Wrs. Klotz, I am aurpriaed at you. We feel 
that the eight hundred seventT-five million dollar Hoae 
OWners' Loan bonda ahould be called on April 29 or there­
abouts, and that the earl7 par t of Kay, around the week of 
U&7 4, we should raise two billion dollars in cash. At 
that time we should consider a short bend and a long bond, 
probably in the two-and-a-half-percent area. Immediatel1 
following that we should consider the matter of putting 
out fifty million dollars additional bills each week bUt 
not put out any bills until we do the cash financing. 

H.K. JR: Why? 

liR. BELL: Well, we think it will raise the rates in 
the short end in M&7 because of price increases in the 
lcnf bonds like the certificate. We think we ought to hit 
tha long market before we put out any short securities. 

Now, you fellows can speak up it I am not expreaaing 
your views. 

Later in the month of K&T, aay the week of the 
eighteenth or twentieth! we would refund the eight hundred 
seventy-five million called bonds , the RFC, and the Sep­
tember notes, and get them out of the way, because it seems 
to us that we have got to go to the market more than once 
a month some place along the line in order to do this re­
funding Job, either in September or in July for the RFC 
and the notes, and we might as well go do it all at once 
and get them out of the way, and then nothing will bother 
ue until October when we have another RFC note issue. 

H.lf. JR: We will look--
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KR. BELL: '!'hat takes ua down to the im.ediate 
financing problem. 

H.M. JR: Who wants to give the aalea talk why we 
should call the Home Owners' Loan? 

KR. BELL: I am perfectly willing to let anybody 
talk. 

KR. lLURPHr: Can I do it 11118elf? 

30 

H.M.JR: Sure, if you don't uae more than halt-dollar 
words. 

KR. WRPHY: I think I can stand that much. In the 
first place, it seems to me that it would be giving the 
market a sign of weakness if we did not call them. The 
bonds have onl7 a two-year call period, which means that 
they are two-year securities, and they have a two-and-a­
quarter coupon. We can do better than two and a quarter 
for two years, and if we don't take advantage of it, it 
will look to the market as if we don't think the ·market 
is as good as they think it is. In the second place, there 
is the purelr fiscal reason that we can save money by call­
ing it. We can borrow at a cheaper rate for that period 
and we will save money for ourselves and for HOLC. There­
fore, I think that HOLC would be very glad to have us do 
the deal. In the next place, we will accelerate the run-off 
of tax-exempt bonds. We will be replacing eight hundred 
million dollars of tax-exempt bonds with eight hundred 
million of taxable bonds , and we will be bringing more 
banks and more institutions to the point, from a tax-
exempt to a taxable status, and will be increa~ing our 
revenue and we will be increasing the strength of our 
position relative to state and local governments on the 
tax-exempt question. In the final place, I think we will 
make the market happier than if we don ' t do it, because 
the bonds are nlling on the rights basis and the peopl_e 
would like to get a bit of gravy which we can give them 
with a benefit rather than a coat to ourselves. It seems 
to me that when we say rather emphatically that the cer­
tificates would not have exchange provisions, that we had 
some negative indication that tlie other securities with 
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respect to which we have not made'the negative statement 
would, and it seema to me that it would promote a general 
good feeling to cut them in on a litt le bit of graT,Y. 
(Laughter) 

H.K. JR: I am surprised. The beat argument is to 
get rid ~f the tax-exempts . When did 70u think that one 
up? 

MR. MURPHY: I have been working on this for two 
days. 

MR. H.US: Put the rights at the end this time. 

~. BELL: A dealer asked me today if 70u weren' t 
committed to call them in view of your statement before 
the Ways and ieans Committee last year about getting 
the tax-exempts out of the way - that you would get all 
tax-exempts out of the Waf as soon as the call periods 
came around, and I said no, I didn't think you were com­
mitted, but he asked the question. You said we would get 
rid of tax-exempt securities as the call periods came 
along, but I don't think that was any commitment . 

H.K. JR: Well, is anybody together on this thing? 

MR. BELL: I think we are. 

H.K.JR: Well, I will let it sink in and we will hit 
it again tomorrow morning. 

KR. BELL: You don't have to make the decision today. 
We have got two or three more weeks. 

H.K.JR: What is Kills' first name? 

KR. BELL: Abbott . . 
H.K.JR: Class is excused except for Kr. Bell. 

MR. BELL: Well, we are not through with this. 

R.K. JR: Well, what else is there? 

/ 
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MR. BELL: You wanted to diaouaa tap iaouea. 

H.M.JR: Oh, not tonight. 

MR. BELL: O.K. 

llRS. IU.OTZ: 1hat ia too fllllllY tor words . (Laughter) 

WR. BELL: You have got to have a clear head tor that. 

H.K.JR: Ten o' clock, Kra. Klotz. Doea that inter-
fere with anything? 

MR. BELL: I don't know what I have got. It doesn't 
make any difference. 

llRS. KLOTZ: We can ahitt it. 

H.K.JR: I have got an eleven o' clock appointment 
that I have got to keep. 

MR. BELL: It is all right . I will fix it. I don't 
know what I have got. O.K. , we will do this other 
tomorrow then. This other won't take eo long. 

H.ll.JR: You juat said - ;you didn't aq any,thing about 
tap issues. Tap dance but no tap laauea. . 

MR. BELL: You asked me to explain this morning the 
first thing about tap laauea. 

H.K.JR: That waa thia morning. 

MR. BELL: You said when we came in. This is a 
postponement of thl• morning. (Laughter) 

H.K. JR: No , I will be fresh at ten tomorrow. 

MR. BELL: And at the same tillle F and G, increase 
the liml tatlon. 

H.K. JR: I am allowing ;you an hour tomorrow morning. 

Regraded Unclassified



33 

- 8 -

MR. BELL: We won ' t need that, but we will take it . 

MRS. ILOTZ: You had better take it. 

MR. BELL: And also George Buffington' a Capital 
Issues Committee , I would like to diaouaa that a minute. 

H.K.JR: You·can do that tomorrow because I will not 
see Kr. Purcell. 

MR. BELL: I JUan tomorrow morning we will do that 
whi le we are here tor just a moaent. 

H.K.JR: You can have ten to elenn. 
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TO 

TREASURY DIIPARTM.m 

INTO Ol'l'1a CCII IMUNICATION 

Seoret&r7 Morganthau 

George B~ttington ~-

U:: OjPI'UL ISsyp O(IQ(lftQ 

A.l I told JOU 7 .. terlla7 IIOrning, I tal.lu4 With 
Ganeon Purcell, Cllail'lllan ot the 8eouriu .. an4 Exchange 
Oosmiaeion, on 8atllrd&J ot laet week abo~t thil eubJeot. 
He told ae he wanted to giTe the aatter turther et\147 
before ooaing to &nJ tinal deoi1ion but he agreed that 
there probablJ vae not euttioient reaeon at thie time 
to ju1tit7 eett1ng ~P an extenliYe organization to control 
p~bl1o ottering1 qt 1eouritie1. It wa1 pointed o~t to hia 
that the preeent aaohiner7 tor prioritiel an4 allooat1on1 
appear• to otter adequate oontrol ot oap1tal expenol1ture1. 
Mr. P~roell agreed it a1gnt be well to requeat that corpo­
rations g1Ye p1net7 d8Ja &d•anoa not1oe to the Seour1t1el 
and Exchange Ooami•sion abo~t tinanoing. 

Mr. Puroell ' a ot tioe telephoned th1e aorning • 
and asked it I would arrange an appointment w1tn JOU tor 
him tomorrow, Frid.a7, April 17 , I telephoned hia to aee 
it there had been &OJ new deYelopmenta e1noe •1 talk laet 
SaturdaJ. Be stated that he had 1ome definite 1deaa on 
the eubjeot he would like to clear With 7ou, it poee1ble 
tomorrow, and I told h1a 1 would tr7 to make an appoint­
ment. 

I 
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THE NATIONAl COMMITTEE OF THE SECURITIES IHDUSTitY 

FOR WAR f iHAHCI+fG 
33 SOUTH C1AIK STl&T 

CHICAGO 
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1AM0 r. lUtHI. k . 
"...._.,.._.~.,Sioc:l ~ n, .. W-OIIIoo 

M. H. Dnt/AI. 
OrolihoM. ....... ~ .. ~ DMiwa, .... 

.. ............... M.W. 
w ,, ' o. c. 

JOHNS. NBC ............................. ~ ............ 
OOl ICHtAM 

,....,._, ,.._. Yort Slod. ~ 

April 16, 1942 

To MEMBER FIRMS OP TIIB SBCURITli!S INDUSTRY: 

A month ago it wu evident that a National Committee of the Securities In­
dustry should be established in order to co-ordinate and direct our national effort 
to aid the government in financing the war. On March 31 the necessity for th.ia 
W31 clearly demonatrated when the Secretary or the Treaaury called upon the 
undersigned to organize the industry for the specific job of soliciting 10,000 corpora­

tions for the purchase of the Treasury Certificates of Indebtedness to be offered 
April 6th. 

This Committee was that day set in motion and a nationwide coverage was 
hastily improvised. The results have been most gratifying to the Committee and 

to the Treasury, the latter realizing full well the shortneM of time allowed for the 
task. The list of corporations wu thoroughly covered by direct solicitation and your 
immediate effective response has given impressive proof of the usefulness to the 
nation of the training and experience in this busineea. 

You will be interested in a brief review of the steps already taken by the 
industry to assist the government in its war financing. Last December the ASEF, 
IBA, NASD, and NYSE, as representatives of the industry, offered their services 
to the Treasury. In january the heads of these organizations were called to Waah­
ington for a four-day conftrence, as a result or which committees representing the 
industry were formed in each state to work with their respective State Adminis­

trators of the Defense Savings Staff of the Treasury Department, and to mobilize 
the energies of the securities firms in their states for active duty when called. In 
some states local committees had previously been set up and were already hard at 
work. All these state committees have endeavored to co-operate with their State 
Administrators and, in many cases, have been able to accomplish much in the 
sale of Defense Bonds. In February the Treuury Department appointed T . j. 
Bryce, a partner of Clark, Dodge & Co., New York City, as Securities Industry 
Liaison Officer o[ the Defense Savings Staff. He is serving on a full-time basis as a 

volunteer and is co-operating cloeely with the undersigned and with all our state 
committees in giving advice and developing plans for our contribution to the 

national effort. 
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In establishing this National Committee, the undenJigned are acting to pro­
mote unification and co-ordination of the industry's activities and, most especially, 
as demonstrated during the past week, to have a nationwide organization ready at 
a moment's notice for specific assignments when and i! called upon by the Treasury. 
In the interest of economy and efliciency, we have establiahed an office at 33 South 
Clark Street, Chicago, from which central point all general and routine communi. 
cations and memoranda containing recommendations and detailed instructions 
will. be mailed. 

Several procedural plans are now in preparation and should be in the hands 
of the state committees later in the month. Furthermore, we shall appreciate re­
ceiving from you any information or suggestions based on your own experience in 
your own localities. You should direct such communications either to the Chicago 
or Washington office of the Committee or directly to any member of the Committee. 

Each of the undersigned wishes to thank you for your participation in this 
patriotic undertaking. We bespeak your co-operation and assistance in working 
with this National Committee in its endeavor to co-ordinate and direct the united 
ene111ies of the securities industry. 

Sincerely younJ, 

THE NATIONAL COMMITI'EE OF THE SECURITIES INDUSTRY 
FOR WAR FINANCING 

jAMBS F. BURNS, JR. 

H. H. 0BWAR 

jORN s. Ft.BIIK 

Ewu. ScHRAM 
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TREASURY DEPARTMENT 38 

INTI:III O,.FICI: CONNUNICATION 

DATa APril 16, 1942 

lir. 

8ubjootl OhaDgee in Oonrnaent Bond Priou 

The aoooapenJ1118 ohart and table ooa'D&J'e the 
ot Treaaur,. bonda and notee at l aet nigbtle oloee 
with those on· llarob 19, 

fil l de 
(Apr11 15) 

It will be noted that ainoe that date the Jielda ot 
all bonde but one haYe tallen (fricee rieen ) , while the 
7ielde ot all notee have r ieen price• tallen). 

The riee in bond pricee has extended oYer the entire 
period under oone1derat1on with onl7 tinor eetbaolte. •ote 
pricee reaobed a b1gb tor the period on March 25, but han 
declined elowl7 ever e1nce. The •••res• rate at ieeuance 
ot Treaeur,. bille baa 1noreased troa ,20 peroent on Marob 18 
to . 28 peroent on Apr11 15. Thh etrength 1n long-ten and 
weaknoae 111 ehort-ten aecuri ties wae pree1111pt1vely caueed 
by the Treasury'• dec1e1on to ieeue cert1ticates ot indebt­
edneee, rather than long eeouritiee, thie aonth. 

The tooue or etrength in the aarket tor taxable ieeuee 
has been tha 2-1/2'• ot 1952-?, the 7leld o r which baa 
deol1ned b7 7 bae18 pointe cblr1ng the J>!lriOd, or the tu­
ex.eapt eeour1t1u, the }-1/8'• or 1~~9 and the lp, ot 
191111• 5'1- han ebown the createet etrength, the 7hld ot 
eaoh ot tbeee 1uuu aleo declining bJ 7 baele pointe. 

During the earl1 part ot the period under reY1ew, the · 
Federal Open Market Acoount eold $5. 8 a1llione ot Treaeur1 
bonds, ot Wh1oh $4.8 a1111one were tax exempt1 and $1.0 ail• 
lion were taxable. On April 8, 1t purohaeed t O.S a1111on 
ot 2- 1/2' • ot 1967•72• On April 13, the Acoount purohalld tu.s a1111one ot Treawr,. b1lle, ot 'ltliob $2. 0 till1one 
wore told on the tollow1ng daJ. 

/ 
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4.,.n.aw, enMUIIIIaU, u4 ... DOlM 1ll \Ill 41.,. 

waiJiaUoa ot noll nwuftl .. u4 lat-t.loa rale\lft 

to \M euoll\loa ot \lie plu u _,. 'be 4.....t .a-

...-. 
4. a.o-c4 t.o \lla ....ral ,.,-.-• • -

w'bll..._t.w, u& ac-t• UJ 111p10-w lll \lw 

procr- adopt...S plll'tlaat. t.o aeU pl•• 

3. Jaoll ot \lla a...--••· enaW......,t.• , 

u4 ecwaot• a \lla IUOilt.lwe 'bruoll ot \lie OOtti-.1> 

lball tutlt.wt.l u4 wet. lll ~uoa, u- u ~ 

'be, \lla p1.a rae-•• .. ., t.u c-1\MI, wl\11 _. 

Regraded Unclassified
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11041tloa\loaa •• p&nlOIIlv ol_\U_ ~ nllMr 

dYloabla. :lath C~\\M ••ber aball eo\ u llal­

ottuar be~ tloe ~u .. ad hla 4apartaaat , aa­

\Ullalaaa\ . or aa-7 wl\11 recart \o aa14 pl.all . 

'1'111 \II!Ift IIDUSI. 

~.puL6. 1942. 

Regraded Unclassified



Apr1l 14, liMa 

T01 Ill'. 0...\le 

FROM1 The SeeretarJ 

Ill'. T1oktoa will tUl'Jihh JCN wUh a Hat ot 
19 oorporatiou ,e.plo~ 5,000 or aore people, 1D1eh 

1 
_ 

clo not han the pa)'l"oll lebotlon plall. ~ .-~ J tfJ 

I wiah h eaeh cue JOU woula .. nc~ a ttl~ 
to our State Adalniatrator ana riDCl out wh7 eaoii pal'i­
ular tina haa not aot the PIJI'Oll deduction pl an aDd the 
!clainiatrator ahould uae hie \eat attorta to aet thea to 
put in one 1 .. ed1atel7. 

Pleue keep Kr. Tiolctoa intoraed. 

Regraded Unclassified



April 18 , 1942 

TOs Jlr, Guble 

PROlls 'l'he Seoreta17 

Jlr, flckton hu chen .. a ll.at of 115 OCIIIf&Jilll 
who haTe $2,0001000 or aore in war ooatreota who do not 
han t he p&poll deduction plu. t/...:l:.i.J. , f..f.A.J_ Yll:r" 

I wilh JOU would take thil up with our State 
.lct.lnlltratore, by telefraa• and tlnd out 11h7 the7 •on't - L~ ,t.~ 
and han thea taiCi s:.M l ate atepa to aee that papoll r-
daduotlon plana are put into th11e coapanha , '-If ~>"D 

Pleaae keep llr. Tlckton intoraed. 

Regraded Unclassified



TREASURY DEPARTMENT 

DAft AprU 201 l$42, 

•o ~~ra. wacHuab _ 1 
Kr. Oaable'e Ott1ce ·~ ....... 

'nlore 1S attached a copy ot the torm ot telesru eent to State .t.doin1etratore 
toda1, 1n cooapl1ance witb tbe two -o• eent to llr. Oeble b)' tbe Secretazy 
reprding !irae not rapo.rted as herlng 1netalled "-Yroll Sarl.Jlss Pl&n8. 

As soon as &nS118ra troa these telegrua are race1Yed, llr. 11ckton will be 
f'llrn1ahed tbe 1ntonaa tiClll . 

Attac,_nt. 

Regraded Unclassified



I 1\nve r ... iewod rovr plan to &lliet •plOfl81 ill tbeir purohaeoa oL 

wor bonda . '!be opirit &lid enthuaioa o! General llotora • plofl•• dlll"inc 
• 

the drin for 'rictory ill our our'rival war 11 aoat onOC>Ul'OI1Dia I u 
~ ... ..... ....... 

auro that the •plOf811 want to held "" illv .. taent ill our war ettort 

a nd I lan <>onf1donce that 70111: g oa1 of 100 per cent • plofoe 

portic1pot1oa ea ch a opth tbroucbout tho war will be attailled . 

Regraded Unclassified
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OfFICIAL 

JIR , C. E. WILSOM APRIL 18, lMI 
PRESIDENT, GENERAL IIO!ORS 
DETROIT, YICHIGlN 

I J!AVE REVU'I!D TOUR PUR TO ASSIST Q.ll'LOTIIS IN !HEIR PURCI!.ASIS 

OF UR BONTS . niE S PIRIT AND D'I'IIUSI.ASY OF GDIERlL !i!O'rORS DIPLOlDS 

DURING TilE DRI\'i FOR VIctORY I" OUR SUJlfiVAL W.&.R IS MOOT IICOOR!GIJIG. 

1 AJL URI TIIAT TliB EKPLOTBES tiNT TO hOLD AN INVIS'l'lliNl Ill 001 Wlll 

!FFOOT .lilt\ I IIAVB COIH'I Il!.'lCI! 'l'bAT YOUR GOAL OF IOO PDCIIIT DPL0111 

Pl RTlCIPlTIOO EACH YOII'lH 'l'HROOGilOUT !liB W.&.R WIU. BE l!'fJ.DIID 
HDRY KORGIIITI!.lU JR. 

Regraded Unclassified
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HENRY HORGENTHAU JR 

·Tr"'T!ir-mmiRY 
I APPRECIATE VERY MUC~ THE TELEGRAM YOU SENT HE TODAY REGARDING THE 

GENERAL MOTORS EMPLOYES BOND DRIVE FOR VICTORY. I READ IT TO THE EMPLC)YE 

HERE IN THE GE~ERAL MOTORS BUILDING AS PART OF !HE PROGRAM TO~AY. 

REPORTS I HAVE RECEIVED FROM THE PLANTS INDICATE THAT THE DRIVE 

OVER BETTER EVEN THAN WE HAD HOPED. 

C E WILSON GENERAL MOTORS CORP 

~ 

• 

Regraded Unclassified
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April 16, 1942 

On tho a .. tlllc 'llbloh J'OII han to4q wlth Iobq 

trca DotroU, pleuo 1DY1to loha lldoo ot tho h4or&l 

noeorn Boa1'd to aU 1a ao ht. oaa t..Ularuo lliaaolt 

wlth our troublN 8.114 help ua. I expect to aak h1a \o 

go to Detroit 1t - c~ oleaa lql tho trouble n­

hero. I£ I ahould 4ec14o to 1111 to Dotrolt, I'd talco 

lloXeo wlth -· I'd lUte to han h1a kept pootod. 

/,,,;.;b r/tp{ .. 

Regraded Unclassified
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L 

' 

~ 

J' • Kr, Hough teli~ revised this over the 5~ 
telephone . Yr. Kuhn has approved. 

0 Language in last two lines is to take 
e of goal set by U.A.w.,c.r.o. 

\ 

• 

Regraded Unclassified
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ett1olal 

WR. WALTER P. RiiJTHii 
DIRECTOR OF T1I1 GINWL KOTORS IIIPT APRIL 16,1~ 
Itn'ERN1TI OIW. Ulfi OR, U.A.1'., C.I.O. 
DI!BOIT KICHIGAI 

I HAVE REVIEIED THE PUN '1'0 ASSIST GE.'IER.lL llOTORS EKPLOJEIS IJ !BIII 
PURCBJSE OF WAR BOOIB. I All CO:ITIDi!IT "r~T THE li.DtliERS OF lOUR 
UN ION WlO ARE EWPLOIEIS 01 GENU.ll l.IOTORS WIU. COOPERATE FULLY II 
ThiS JOl!iT EPFORT OF GOVilUIKJNT, UBOil AND KAIAGEK!Iif DURIHG !U • 
DRIVE Fat VICTORY IN OUR SUIITf.lL WAR. I All SORE 'lH.tT l Otli -1&'1 
'l.'l!IT TO HOLD 1N IHVESTKE!It IN OUR 1'lR iPP'OOf .UD I IUVI C(li1IDIICI 
TIUT THE SPLEIDID GOAL YlliiCI! TOO ll.lVi VOLUlft'ARILT SIT FOR TOOBSILYIS 
WIIJ.BE ATTAINED 

UENRY IDWEIITH.lU .11 

Regraded Unclassified
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• J,lr. Hough te ling rniaed thia over the 
elephone. llr. XuhJi has apprond, 54 

r Language i n last two linea 1a to take 
~-·e of !act that this Union has. not 7et 

a goal. 

• 

, 

Regraded Unclassified
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orna.u. 
Ill. ,.. 1. &!LIS 
oiRJCT<a or CIWJIUTICII JftiL ll,lMI 
UlllTiD ILICTIICAL, WIO AID aCIIDJ ••11'-" UIIC. 

. 241 • 6Ul AYIIUI, 11'1 !till, I. Y • . 

I II.AVI ilfiiiiD !Ill PLAI !0 .&SSIS'f O.DDU llmiiS DO'L01IIS II DID 
PURQU.SE OP til IICJI18. I All CrDIDD'f tlll'f m ¥!!elliS r. !0111 
UIIOll E O Alii IIIJ'LOtDS OF GIIDAL llOrtiiS WILL COOPDAU PULL! II 
TillS JODft' lmJl'f or GOU8'111ft, UD JID DBGIIIIIT DUIIIG 'JII 
DRIYI P<B VIC'f<ll! II 001 SUIJIYAL W.&Jl. I All SU11 !ll.lT TOOl ¥WHIM 

llHT TO l!OIJ) U IlfiS'flllllt II <a 1&1 Dlltl' AID I llAYI CtaiiDJICI 
r.IJ.T 'fi!H YOOil COOPDATIC. !U OQlL OP !BIS WlJ lfil.L B1 .lft.UIJD. 

IDif IIOIGII'liJIJ a. 

Regraded Unclassified



56 
TREASURY DEPARTMENT 

INTI:It 01'1'1CI: COMMUNICATION 

o•n Apr il 16, 1942 

<o Sa ore taJ'7 Korgen thau 

noo" Ferdinalld Kuhn, Jr. 

I wonder if you could aek the President ae soon 

ae poetible whether he would giTe a Tery brief talk 

o~ one and a half or t wo minutes for the newsresle 

next Tuesday 1_!pr11 21st. Thie talk would appear on 

more than 8,uuu ecreene on April 28th, the day after 

the President's broadcaat apeeoh. It would be a direct 

appeal to the movie audiences to bey bond a every pay day. 

We need auch a separate appeal, with the widest 

possible coverage, because newsreels of the President ' s 

broadcast. on the 27th will appear only in a few hundred 

leading theatres tmmediately. There i s alway• a tiae 

lag in the diatribution of ordint.ry newereela, and it 

is this time lag which we are trying to overcome. 

Regraded Unclassified



r 

TO 

PftOM 

Beor~rgea thau 

Mr.Y/4 
1. .lttaohed to tna memorandu.m are tablea 

ahoving (l) the number or agente qualiried to ieeue 
Derenee 8ay1nge Bonde, 8eriee !t at tbe close or 
bue1neae on .April ll olau1tiea bf type or agent , 
by Federal Reserve D!etriota, and 12) the number at 
euch agents on aeleoted dates e1noe X.,. 7, 1941. 

2. Agent e , other than poet orricee, qualified 
to ieeue 8eriee E eavinge bonda numbered 21,012 on 
April ll, an inoreaee or 121 einoe April ~. 

57 

}. On April ll, t here ver e 1 ,050 corporations 
qualiried to iesue 8er1ea ! eavinga bonds on payroll 
allotment plane in accordance with the instructions 
contained in your telegram or Decamber 27 to the 
Federal Reserve Banke. Th1a represented an inoreaee 
or 70 corporations over la•t week. 

Attaohmenta 

Regraded Unclassified



Number or agents oua11! 1ed to issue Series E 
Savings Bonds, May 7, 19~1 

to date 

12q:1 1~q:2 
Ray Sept. Jan. Jan. Feb. March :April 
1 3Q 3 31 28 28 ~ 

Co~ero1al and savings banks . . . 7, 676 11,571 13, 688 14,097 14, 24o 14, 331 14,368 

Building and loan associations. 739 1,~1 2,064 2,4)4 2,560 2, 632 2,645 

Cred1 t unions . • . . . .. .. ..... . ..• 8 389 1", 368 2,01!0 2, 479 2, 695 2,748 

Other corporations!/ • . .... .. .. 351 686 931 1 ,050 

Investment industry ••.... ...... 37 63 66 65 

.tJ.1 others •........... . .. .•. . .. 1 21 28 22 131 13~ 1}6 

Total other than post ottioes. 8,430 13,468 17,1~ 19,098 20,165 20,790 21,012 

Post offices •••... •••..•......• 1~ ,812 16 ,4~ 16,88} 11 ,12} 11 ,228 18,208 18 , JQ~ 

Grand total • .................. 24, 242 22,821 14,0}1 }6, 221 J!! ,023 3!!. 228 32 .311 

Ottioe ot the Secretary or the Treasury, 
Division of Research and Statiet1oe. 

April 16, 1942 

!/In accordance with telegram or December 27 , 1941. 

Regraded Unclassified



Claaa1rloat1on or the ~er or 
laaue Ser1es E Saving .. Bonds , 

:Bulld1ng: : 
: and Credit Other : Invest- All 

Banke : loan : unions :corpora-: ment others Total 
:aeeocia-: ~tiona !/~industry y 
: tiona : 

Corporations and associations: 
Federal Reserve District ot: 

Beeton • ................... 1137 252 230 77 1 1~ 1,~11 

New York • •• • •• • ••.•• • ....• 1,166 257 ~25 117 17 69 2,051 

Philadelphia ••• ••• •••••••• 855 115 12~ 217 1,311 

Cleveland •• •••.•.••...•••• 1,189 391 351 ~ 7 2 1 , 998 

Richmond . ................• 1,029 196 1~9 ~6 g 1 1,429 

Atlanta .. ......•..•••..... 1,030 165 19~ 29 1 ,418 

Chicago ••••..••• • ••••••••. 2,373 ~ 2~ 322 17 28 3, 508 

St. Louis . ................ 1 , '102 1611- 81 51 7 1 1,7o6 

Mlnneapolle . .............. 1 , 283 6o 87 8 3 1 , 441 

!tans as C1 ty •••••• •• ••••••• 1,789 1~ 217 2~ 2 6 2, 232 

Dallas •••••••••• ····· •··· • 864 12~ 251 64 3 9 1 , 315 

San Francisco ••••••••••••• 25! 2~~ ~22 ~z ~ ~ 1 ,122 

Subtotal. ••••• . .••••••• 1~ .368 2,611-5 2,711-8 1,050 65 136 21 ,012 

Post ottioes • • •••• .• •••. · •. 18 , lQ2 

Grand total •.•.•.••.•••••• lll- , ~b8 2 , 611-2 2 ,z~g l , 05Q 62 1~6 ~2 . ~1~ 

ortice or the secretary or the Treasury, AprU 16, 1942 Cit Division or Research and Statistics. 

In accordance with telegram or December 27, 19~1. 
(D 

!I y ept post offices. • Regraded Unclassified



eo.p ... aun Slal-l of Sal•• Dvl.ac 
71rot ~•ea lluolu .. Do;ro ot .April, !larch ud. J'obra&r7 19'12 

(.April l-15, !larch 1-16, J'tbnarT 1-16) 

Ita 

ltrleo J - Poot otfiGeo 
ltl'1a. J - Juke 

Iori" J - !otol 
ltrleo J' - Jaaa 
Strite G- Julta 

jp1'11 

• 39.205 
115.1111 

15~.623 
19,333 
SJ.J2~ 

~.~ 

Oil Jaoto of Itou Pl'icse 

(AaoWlh ill tbouud.o ot d.ollal'o) 

SalM 
.bout of lac,..... I 

!r~ ....... ~-l 
I .April I ~ : ...... l •• ,narT : onr Oft!' 

I l!trgl! I J'e'!!r!w7 I 

• ~7.z64 • 5~. 6111 -· 1,0~9 -· 7.350 
1JS.765 207.ollll - 23 .3 7 - 68,27, 

186,029 261,654 - 31,ilo6 - 75.629 
22,911 32,759 3.571 9,SIIS 

102.970 169.908 - 19.6116 - 'f/.931 

tJUI~i!2 $1155!S!I -· ~.6;l!! ~.~ 

Peroa .... ot r. r 1 • 

.-;t. .... I ··~ ·- I ·-..,. Mrwz 

:lit - lM" 
-Jld 

- 16.2 - 21.9 
- 15. - J0,1 
-lt..! -JY 

-u -» 
jpl'11 16, 1iJli2. 

SoVotl JJ.1 fl&V" are a..poolh rltb the !rtaii'IIJ'OJ' of ._ 1Ja1tt4 l\o\01 oa aooo10at ot proot!b 
ot tal" ot 11aitt4 ltateo u'riiiCt bo1114o, 

Jote: 71&111'!• ban 'MOll r0'11114t4 to • ...,.,, tbouaa1114 """- vlll 110\ aeoeoa..-11T .U to totolo. 

Regraded Unclassified



UliiUD ~ SUlliGS BOGS 

Dal}T laloo - qril, 19112 
Oa .. io ot Iona hioe 

( la t~o.._...u ot 4.ollaro) 

Poo~ Ottioo Juk hal...,. •• All lloa4 ~· 
Da•• lloa4 ..,... 

lerlool krioo ll lorloo J h r ioo ~ !oial h rloo ll hrioo J 

Aprll 

1 • 2,\76 • io,~17 • 2,310 • 9,6ol • 22,!;0\ • 12,993 • 2,JIO 
2 2,999 1,26\ 2,11, 7.570 17.953 11,~ 2,11, 

~ 3.222 7.572 1,115 ,,2~ 1\,992 10, 1,115 
z.n1 9.292 1,317 5.3 1,,013 12,0'10 1,317 

' \,"1 13,035 2,~ 1,027 23,391 17,"' 2,~ 1 2,951 ~·!: 1,913 1~.539 1,61o 
I 2,J09 9. 10 1, '·~ 17,31\ 11,919 1, 
9 2,~ 9.30\ 955 5.115 1~,97\ 12,210 955 

10 2,730 1,052 1,573 5.~ 
1 ·"' 

10,712 1.m 
11 2,150 5.22\ "' 2,720 • • ,13 7.37\ 

~~ 
15 

!oial 

\U horot &r)" ot tbo 

lovool All ttcvoo .... tepoolh vltlo tbo !roonror ot tbo thdW ltatoo oa .. _, ot proooo&e ot 
ool• ot 11a1to4 lta\oo aoTl- \o .... 

•••• • Jtcvo• llaft beoa...,....... to,......., U•••••u4 a4 v1U aot uooooarl)¥ o4A to total a, 

krt oo f 

• ' ·~ z·~ 
5:m 

1,01'7 
1,,., 
'·562 5.715 
5. 261 
2,710 

~w 

..... ,., 
··m 11, 
11,.,. 

··= 11, 
19,613 
11, M 
17.~, 
10,162 ,,. 

Regraded Unclassified



KMJr: 

Ted 
Gaable: 

'!Jo!Jr: 

G: 

G: 

KMJr: 

G: 

I!Y.Jr: 

G: 

G: 

HMJr: 

0: 

~Jr: 

April 16, 19'J2 
5:05 p.ll. 

What'• thta thin& with the Poat Ottloe and 
Detroit, JOU know, and that bu1in111? 

Yea. Do JOU want tb~ wbole stor7 on it' 

Well, no, I Just wante~ ..... 

Well, briefly, here 11 the problell. Tbe7 -
1t 1 e a aecon~-olaee poet office. It doee not 

haYe the fiOil1tiea to 1aaue tboae bon~a to 
General Motors. 

Yeah. 

And Frank.'! comple.1nt 1e - Iaeby'a- that they 

have a~v1eed General Mot~ra that they can no 

longer handle thia Job, that they'll have to 
go direct to the Federal Re1erve S.nlt in Detr~lt, 

wb1ob il really the aenaibl~ thing ror them to 

~0 . 

I see. 

We were t ry1ns to cet a little bit ~ore 1n­
rormat1on on 1t before I reoorted to you on 

1 t. 

Well, now, Mr. Mills 1a going t o - lt t can 
get h111 a seat on a ?lane - 1a goi ng out t onight. 

Yea. 

So he'll see JOU before he goee. 

fine. 

But .. ••• 

But I think. tb1e 1e a 11atter - Mr. Orav~ s 1a 

back. th1a a fternoon - an~ I ha~ him - I checked 

with bill on it, and be talked to Mr. Ironaldee 

ot the Poat Office~e0art2ent about it, and 

that 11 tbe vhole story on 1t. 

All r1&ht. 

Regraded Unclassified
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0: 

HY.Jr: 

0: 

HY.Jr: 

0: 

IIMJr : 

O: 

HMJr: 

0: 

HXJr: 

0: 

HMJr : 

0 : 

IIMJr: 

0: 

liHJr: 

0: 

63 

- 2 -

In other worda, we oould do thla, whlch would 
not be a proper requeet, I don't think; we'd 
have to aak the Poat.Ott1oe Department to 
depart trom all ot their rules and re&Ulationa 
and probably hire tirt7 or sixty people out 
there in that little Poet ortioe to do 1t. 

No. 

And I don' t think we want to do that. 

No. 

Because we'd have that come up all over the 
Uni ted States with these th1rty-t1ve t housand 
corporations. 

That' s r1iht. 

And it can be don e very ern c1ently by the 
Federal Reserve or Detroit. Hr . Bibler out 
1n Chicago, who ' s in oharse or that area, hae 
done a eolendid j ob. 

Good. 

And I thin.lt that's the whOle story, and I ' ll 
give it to Hr. Hille. 

And you say Oravea ie back. 

Yes , ei r. 

Good. 

And he ' s r eelins pretty cood. 

Uood. I'll ee~ him berore I so. 

All right, elr. 

Thank you. 

Good-bye . 

Regraded Unclassified
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64 
TREASURY DEPARTMENT 

INTI:It OFFlC& COMMUNICATION 

DAft AprU 16, 1942 

Ferd.l,nand Kuhn, Jr. 

l{r. l!illlatll S. Rainey h&s been inttrueted w handle the 
prest 1n New York tor Krs . l{orgenth&u. 

llemo 4/16 

• 

Regraded Unclassified
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April 16, 1942. 

J'erd 1nan4 Elllm 

seoretury Morgenthau 

War SaY1nga Bonde aekod Ure. Uorgenthau to 

make th.1e speech J'riday. Soaebody ehould be there 

to look ~> t'ter t he Preas for her. 'l'hey'Ye been oall-

1ng her constantly. I tbink the eae1eet war would 

be to say that abe would eee any or theee newepaper 

men or woaen utter ebe 1e through speaking - niter 

the luncheon. Plonee eet in touoh with Rew Yorlt 

un4 t1nd ou~ 1t they have any oQ~~~peter.t Preas pere011 

up there who could loolt atter Krs . Uorgenthau, end 

let ce ltnow before lunoh-time today. 

Regraded Unclassified



66 
I..UI 

loro lo WT ~1'7 a \ ~ Ullt 70U 'WU\of. 

l o .. • lf U .... ao\ lli\ ~ ..n: JOV. caa 

lhrow 11 o·&l aad. 1t 10"' ..,.., • lo ..to uolllor 

11'1 lo ~ •• lrnow. 

Jooepll Oaor 

Regraded Unclassified



u4 Molal ..... .t .ll,l - la alton. 

lllr.oa "• - ,.. ........ \be lewlu WeltaN loan 'It•-~ 
pU'n\ ercut .. \lea .t tile t..,..lloa '• •' t..,.. "-'• lo'lorow .Uoeela-

laae ••--' Uo Nl _,lu k\111. It ~olu' II.Mto wt\ll e\laar or...-

hoUeao \U"o.._ tao• 1710 11114 pai'MI<o• \o \lle ll•U• of lh faoUl u .. 

1. 

Regraded Unclassified
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uA ada\1r - fHl a\ .._ •-~ .... 

~ Mme .. at •te hut, ia a ...... r1t11a\ .._ ••--

Ual •U7 If nJ' aa\l1a ia UM If _,...,, Ia \lao If ,._ \M 

hiM ll ola-f. }d'l.aarU, wUio Jewt• ,,..»_ uA •• ...,.., tM 

.,1r1'-1 ••..ac* til nr ,..\Ia. .....,.. ••11'1U aoU•l\111 1\ n• 

Oll&MI ,r1 .. Ia nr IH&\ •ral lolrl\ap .... --·· .._ aa1-\ 

1a IV \!.ale .... ia nr -\1'7 at craawr •lf-f1llflll -\, Ia tl.al 

at war \M Je•1* W1lt&H hut at ~aoa ul\11 wt\lo all 1\loar aceao111 

\1 .. \Ill 'a-It fir IV alll\..., fll'OII 1& HOecai\11& If \loa fao\ 

0v ....S.I paia' M IV ,..M\I.al f.lffaH'aOII 1& \loa lolfe 

t lul\ \loq - U.U. ,., ta .,...,,..., WU\ \M7 taU \1 l'Hlloa h .._, 

\loa fro•• I&Ja,.& 'T ......, IHif. •' .... 1'7 erpalaaUoa ia ftl' aaUea 

tvt111 paaoetl.al ...... ,...11117 \!oat utv will* w t114 - ta .._ 

, :a. 
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.... ettert ... , u eptu et. "' ..__ et - - t u net .u tree­

tea• ... ~1 ·~r u '"-lep nr epll'tftal Uft•-• s. ,. ... ,.­

w e\aa& wli.M \ep\UI' Sa Ulle _....,. a. l$* lellan INN 

, ... lU ?1 ... -IIC ~· -.be -le• u ~ - - aa& u \M 

- .,ll't• aa .... ee1Uere _. nllere are \lll<t..llc \Uh peeh h 

... , ~· - w1~ • ~' ef Ufleru ... r--.l'liiC ·~ nr 

r .... 
lla .... 

aa& \Ure an ae lleftl••· ta We _..., * tar'bc We _....,,.., 

,.. are ~ ..._1'1_• ~- -. a.. .v .~ aa& n~l•• ol-lr 

,.., .,. are W•llliiiC -' .,.., w an fs.ll\liiC fer. ftou w •u 

•• 
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•r dear Mr. Robtr\eoaa 

Thle le la replJ \o roar lt\\tr of Aprll S, 1942, 

rela\lng \o treaaurJ Fora 990. 

rora 990 111 preeorl~ pureuan\ \o treaeurJ Dt­

c1e1on 5125. Thte Tr .... fJ Deoleloa, ta \urn, wae 

1Aeued pur.uant, prlearllJ, \o the au\horl\J aoatatned 

in fteo\lon 62 of \ht IaterD&l ReYemae Oodt whlol t\a\tt 

that : 

"Tht Ooaalttloaer, wl\b \he approYal of \be 
SeoretarJ, tball prteorlbt and publleh all 
needful rulee &Dd rtaula\lone for tbt eaforoe­
aen\ of \blt ohap\tr.• 

Organl sa\lone are eatltled \o ea .. ptlon under 

tec\1on 101 of \be Ia\eraal Rt•e .. e Code oaly lf \blf 

•ee\ the e\aad&rde of ezeaptloa \berela ee\ forth la 

the n rloue •bdhllloae. Wblll \he TreanrJ O.part­

aent hat ooDdu4\ld epot Obeoke froa tl .. to ttae to 

aecertaln wbt\ber or&anlsatlone olalalng ezeaptloa wert 

properly entltlld tbera\o, such a .. \bod hat obYlo.t 

dleadYantagee. Oonelderable e\udJ wae \herefort gl•en 

to the feael~lll\J of diYeloplftl a aore IJt\eaa\lo 
' 
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at\bod of ~eotlaa upon \be oraanl~a\lont olalalag ••­

tap\lon under •bta aeo\loa. 

1 eyatea of aaeaal repor'• under wblob tbe oraanl­

sationt would prowlde \bt tnforaa,lon neoeteary -. a 

dtteretnatlon of the proper appllo&bill\y of \be ••••ioa 

wae though\ to be tbe aoe\ deeir.-le .. ,bod of a\\ataiac 

tbla ob~eotiwe. It waa reoognistd, boweYer, that beoe••• 

of tbt lars• auaber of oraanlsattone falling UDder eeotloa 

101, the ad..ntace1 of an annual reporting eyetea alsbt 

be loat through tbe &Oou.Qla\lon of a treatndoua nuaber 

of returns. It waa therefore deoldtd to llalt the rt­

qulreaent of aaaual returae at tbe etart to thoat tub­

dlYitlone ln wblob •b• 101t diffloal•J bad been eaper-

1tnoed in ••• applloa,loa of t._ 110tion. The Bazeau of 

Internal Beweoue baa foand that tubdiYllione (b), (7), 

(S) and (9) preeeat \be larse•t aRaber of problt .. under 

thla teotloa. Thua, lt 11 .aob aort dlffloul\ to 

aeoer\aia whether an organisation il operated ezoluaiwely 

for educational or oharttablt purpoeea (aeetlon lOl( o)), 

ie a bueineee league (eeotlon 101(7)), 1• operated ••­

olueiYtlJ for the proaotlon of aooial welfare (eec\lon 

101(8) , or it operated exolueiwtlJ for pleaeure or 
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reorea\lon (aeo\loa 101(9) ), \~an w~ther the orranlsa­

tion le a fraternal beneficiary aootety, a labor or,ant­

zation or a doaeatlo bat ldlng and loan &weoolatton. 4\ 

the eaae \lae, the naaber of organl tatlona ola1a1na ea­

eap\lon under \beee aubdlYlalona 11 not eo la rge aa to 

prennt lnhlllgen\ eaulnaUon or the returns tba\ ... lc 

be filed. 

The selection of \be eubdiYleiona apeoifle4 In 

Treasury Decielon 51~ was baeed upon the ooneideratlone 

aentioned abo••· Tbta Decision ie not intended, ho•e•er, 

to repreeent a final dlapoaltion of tbie problea. The 

experience which we obt ain troa the flret year'• returns 

under t he Deo laton will enable ue t o deteralne whether 

t he requlre .. nt of flllns aay not be relalld •• to eo .. 

or the aubdlYlelona or organiaatlone by requiring returne 

at leae frequent interrale t han a ye~r, or per~• 

eliainatld entirely la eoae lnetancea . lt the 1&11 tt ... 

the reaulta of ~r eaaaination aay indicate the deeir­

abillty of extending tba principle of inforaatlon return• 

to other tubdiY1e1ona or ornanitatione. 
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I tru1t tbat tbt1 explanat10D of tbe pr1Do1plt 

un~erlytng \be Deo1a1oD and 1\a baokgro.nd •111 be of 

aeeletance to you, . 
Sincerely yoau, 

Secretary of tbe Trea.ury. 

Honorable A, 111111 RobertaoD, 
Houae of Repreaentat1Yea, 
raehlnston, D. o. 

~ . ~SSS:hdr # 4-14-42 

?3 

. 
' 
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DBFBNSB SAVIKOS STAFF 
709 12th St. K.W. 

ROtrl'IMG SLIP 

1 ror Illlllle41aU Action ( } Por Flleo 

J for Your Atuntlon ( J Pleaee Return 

( ) Prepare Reply 

Ada 
D. 'II. Boll 
Chao. Bell 

. Broush\on 
Buckley 
C.ll&h&D 

GrAves 
HoughteUng 

Wr. Johnst·on, Gale F. 
Nr. Johnston, Lyle 
Nre. Jones 
llr. Kllby 
llr . Kuhn 
llr. llah&n 
llr . 0. F. llihon 
llr. Olney 
llr. Powsl 
lira. Rea4y 
lira. Russell 
llr. 
Mr. 
wr. 
Mr. 
Mr. 

Schram 
Sloan 
Sparks 
Thompson 
Arthur Wilson 

~.~ 
'~.~~ 

' 

• 
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~of tfJe 1lnfttb 6tatu 
... of 1\qmcutatflld 

Hen. HeDr)' llorgoot.bau, Jr., 
S.c.-.t.ry ot the freaaurer, 
1'uh1n,ton, D. c. 

Dear llr. Secr<rtaryt 

April 8, 1942 

'"=-___ _ 

/ 

Kindl:y advise me upcn what atatutory authority :you 

relied in requiring certain non-profit orannlzationa exempt 

under Section 101 !rem the pa)'llont of l.nCOIIle taxes to f'urn1Bh 

to :you on Treasury fonD No . 990 a det ailed otatoment of receipte 

md diabura-eute, and mather it wu 'b:y accident or deal.&~~ 

that tbia dG&nd waa made upcn all a11oc1aUona ol .....,utacturera 

but upcn no labor uniona. 

' 

..,. A. WUU• Robertaoo . 

-
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!lear JUIII 

1 b.n• 70fl1' lett..- ot Al rll lUh with NtpMt 

to th4 proble111 ot eub.tlb&tlOD o! elber t or OOj poP 1A 

plentl en.:agod 1A ftl' pro&lotl-. 

1 tn weoke ago, u 7W &l'e a•n, the ?:ar 

"'roduction lloarcl all'fiead ua ot tile aerloua ahortaze ot 

coJ per and w gg .. tod U.t an.Uable lilnr atocka or tbo 

;onMlllent be UHd in laduetrial plante, both Goni'IIDOJlt 

and privatel7 owned, in aubatltution for oopper. 

The t:ar l'Poductlon Bon.ri adYl"d ua ~t tbo 

allnr wbloh cu t o· be uee4 lainl7 in tba !ol'll o! !.ua bare, 

110uld not bo uaecl up or b••- part o! the product o! U.. 

plant wt -xd be b&D4leci 1n I\ICh a "1 u to poralt u.. 
alber t o b. retwone4 to tbo l.iovornMnt at tho teralJI&ti• 

o! the ...,. ':h8 propoll&l. onYlaa.;ed t.bAt appropriate nlo­

~>"~~*rU noul4 bo adopted to lnaw. the retul'll or the &ilYer 

to ths Trea1UP7 aac! to ll&ke £God ror an;; ollver that alght 

• lost throuj;h •&I' or tear or t or oi:Mr rouou. 
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n. , .... .., lleJU'tllaa\1 alter at.qtac ~· 

•tter, aoMl .. .a tMt tbeN .. lapl •t»rlt7 to par­

alt the uaa of U.. trae allnr atoeka of tbe !l'la1V7 

OJI \h11 Millo 'Jhe !ttoi'MJ Oluftl I'IMt .... aa op1a1U 

oonounbg la ~11 Yln. TM propoaal •• ~- 111WtW 

to t1le l'l'la14aat aa4 he appPoYe4 1 t. !he TI'I&IIU'J tha11 

&DAOIIUM lta wllllap111a to peflllt the UH of \hia all· 

nr oa aueh kala aat •IIP&M 1a flll'thar 4hauaaloa wltll 

repraa111tatlua of the .:.u I'Joo4•t1oa lloari ul! the De• 

fmaa Plaat C01'pOP&tloa. 

It 7011 4o aot th1ak that the Def•••• Plant Cor­

poratlo~ lboald eater lato ••h an ar~at, I bellna 

7011 U.OIIU notlf1 ~~ War ,..4\letlu Baard~u 
Produotloa a...a .., tllaa wlu ta aaaertaia lf thera are 

IA1 0~11' a!aauala tuooqb alah the allnr eaa lla 11 ... 

lA aullatltlltlOA tar aoppar u the llaala propoa.a. 

to uap the f1ar Pro41&otloa Bou4 a4Ylaa4, I • 

••1141111 a ••PJ at thll letter u4 JOV letter to .. , 

78 
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, • .,., trul,r ,.. ... , 

!:tereta.,., ot tho 'l'ftular7· 

The Honorable, 

Th• Seorotary ot Co..aroo. 

EllF 1 kla 6-1.6-42 
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lieu' D Ua 

' , 80 

la ..... u. wl~ ~ JUJIIIl \e ... tM bee 

lllYOP ateea af tM TNa..-, la l1Cef ...... f• .. 

wa ud .~ .. ,..,. .... 1 • •adoabc tw .,._ w ... 
aUoa oop7 of a letter 4at.a !prll U, ltd, wllloh I lla" 

..... h .. tr. l• ... lOMa, u4 a .., of rq "PlT• 
n. TNaoWJ .............. te co , .. CLCJt 

pPOIIptlJla wrtlac .. t .....,_.ta fer tM - at tne 
allftP atoeb la Un et oopper oa tho Mall en1-.pl 

i ll cl110llll1oao llotwoea ow peoplo, DUo]l1 tllat tllo 

TP .. I111'1 ~ llo. lOY .. lilaftlloa1 f,_ &rq 10M of a11YOP 

NaulUac tr. Uae .. anral• Ull 118o i ll tu fora at llu 

••• 
In M1 wlu to tab Wa •tter up wlth JoaM 

JOMI Uil lot M kMII 1f IJ!I aothf1o\e17 IPfUC-&to 

oa 'llo ••• .. t tw tM •o ef Uao olhor u thla bull. 

, • .,. tnl1 ,...., 

HOD. Doali w. l olou, 
Cllai,_., 
l ar PM4•U• Beaf'l, 
Wae),llll'-•• ll . C. 

BBaiBiaYla -~·a v 
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DEPARTMENT OF THE INTERIOR 

INFORMATION SERVICE 

CPFIC! t:l' PETROU:UH coamiNArca 

l'CR REI&AS1!l TIIURSI».Y, APRIL 16, 1942. 

The !ollotdnt! statsoent waa 1esue<1 JointlY today b)- Petroleuzo Coordinator 
Harold L. Ickes, ChainMn Donald 11, lleleon ot tbe War Production Board, and Ci~ 
v1liln Supply Director Leon llendereont 

•A c:urtailment of on~tbird on lUling et&tion supplies or gasoline went 
into effect today in the 17 Atlantic Coast et.tee, the District of Col.mtbia1 and 
the ate tee ot Oregon and Washington, This r estriction 1a tbe ;ooot ·snore ..nicb 
baa yet been applied to the American public ' a suppl,y of motor fUel, 

•Tbe curt&ilment probably will affect all 100tor1Bta in one de:ll'4e or another, 
In aa:te instances, it will represent definite inconvenience , 

"The Federal OovertJllent bas been foroed, by the oirC\.D!IStances of war, to take 
this step. The continued smooth functioning of civilian life in the affected 
areas w.Ul be dependent upon the foresight, the cooperation, and the w.Ul1ngneaa 
of the American people to adept thsnsal.ves t o a situation -.hicb they never be.tore 
ha•e had to taee. Tbe OovertJllont is calling upon our people to axerc1ae that 
foresight, cooperation and spirit or willingneaa , 

"Tb1a step baa been forced b)- the diversion to milit&ry serrlce ot t&nk ahipe 
-.hicb nonul.ly suppl,y the affected areas with geaoline and oil; and to a minor -
tent to s1nlc:1nea b)- ena;y action, 11eam.bila, t&nk care, pipal.ines and bargee ara 
being preesed into service to the uttermost to carry oil necessary to run our .-r 
plants and to pronde as 1:1Ucb as poaaible for civilian nee<ia . The restrictions 
wUl be kept in etrect until such time aa the transport&tion situat ion 1a inproved 
auttioiently to pamit relaxation, 

"Full cooperation b)- the public ia o.r the u trnost inportance and we expect 
that it w.Ul be cheerfUllY given particularlY -.hen it is realized that American 
seemen ta lives are at stake every tine a t&nk ship makes an ocean V071oge, !Uni.~ 
llising ot non-essential consumption will be a major contribltion that the public 
can m.ake. 

•we are sura the American people prefer to see their o-.n bal\bere in the a1r 
to unneceeaary uae of their ears, • 

P,N, l8Sll9 
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Secretary Vorgentbau 

E. H. Foley, Jr~ 

lJl addi tlon to the 1D!o .... tlon on JJatt 1Ja 
your aeaorand111 ot JeniiUf so to the PHddent, the 
Amerloan Boaoh llrr .. tipt on hu dh ololtd the toll­
ing 11h1oh fl&1 be Ultd •• a baokgrolllld lD the ennt you 
deolde t o call 1Ja aaJ qgeatioa Moaaet. 

A letter wri tten by Heaal Preaideat ot Aaer­
ican Boaoh, to Batt oa Jaaat"7 8, ia8, iiiAlloat .. tllat 
Batt laln ot the Gel'MJI control ot Aaarloen Boaoh at the 
tiu when the atoclt waa noaiDall{ held by the Dutoh ia­
tereata. I a thia letter, reterr ng to Aatrioan Boaoh, 
Hua uidt 

"The general lit-up h lli&Otb a1 you 
d11oribed it, with control (70} in 
VeiiAlebaoha & Co, Rothrdul [il!J -­
whloh aeaaa Ge.-..n Boaoh and llurnane acta 
tor th•· Be haa apparently, 11 auoh 
authority aa oould ba expected UDder 
auch oiro1111 t&Doea.• 

Batt'• reply to thh letter, written two daya later, 
dld not diapuh thh atat111ent aad II&Cle no retarenoe 
to it. 

You will reoall that Uurnane btoue a db•eotor 
or .lmlrloan Boaoh Co'"l'oraUon ln 1~85 and Chairaaa ot the 
lloard la li37. Shortq alter llurnane had reorpnlaed 
American Boaoh in 1~88, Batt beoaat a a111ber ot the 
Board wheN he r-tud until he r11igned l:n !larch l~l. 
In 1940, after tht Uendelaaoha inttreata in Aatrloan 
Doaoh wtre 10ld to the Stoolthola Enalt1ld& Banlt wbioh 11 
owned by the Wallenberg t111lly Vurnane waa dealguated 
11 a TOtlag tn1t11 ot the Swehlh inhr11h ot Aaerioan 
Boaoh (approdaately 70% ot the YOtlAg atoelt ). 

82 
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In MPlf 1~0 Allerloan Bo10h fa1le4 ln 1 tl 
effort• to obtain ~ contract• beoaute of 1ta Ger.an 
COUDACtlOnl• 8111 tUI'DI4 to Batt for adTlOI and al• 
a1atanoe and 1n Karoh 1~0 Batt wrote to Aaalatant 
Secretar7 of War Louie JohD1011. OD behalf of .latrloan 
Botch. 

I! 70u cleollle to '" )(OII.II.tllt I eugc .. t rou 
qutatlon h1a about Batt along tht fo owlag llll.tal 

a. The relat1o~t~hlp between !lUJ'II&U and 
Batt. 

b, 11ha t lloll.ll.t t knowt about Gel'll&ll 111. tor­
ub in .llllrloan Botoh, both at tht t ilat when 
llui'D&Dt boo .. , a dlnctor 1D 1~86 and the 
pruent tlae. 

o. ConTel'tatlona wi th Vurnane or Batt 
oonoernlag Geraan lntereata i n Aatrloan Botoh, 

!Wttallll I. I . '·• b . 

J.IQ: KIIF:Tla - 4/14/42 
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9="4r"el· 

The ~~ llan1d L. IakN, 
S.Cr.taf7 or U. lilten•, 
Wuhin~, D.c. 

ICY clear llr, s.cr.ta17o 

84 

....-u 16, 1942. 

Quo"'"" have llpi>UW\tq reuhed a na1.-w 1ft 1be 
Mtter 1mol:nq t.>k ~- ot c:.p\a1a !'aft1ld 111e111r 
1ft llw Or1..,..., which ..,.... U. .ubjMt ot 7'IIU' .. , ;t -
ftl'll&ticn rltb ~ llorcentha .., llu'Ob 19 .a 7WZ 
lettol' or llarch 2S, encloelna a lottt.r dat.d Jluooh 22 &. 
'-math Laella, lditor of !tw ProW.t.nt. 

"'- 'IMtnq I&Uonal U.Ok or._ DI'1MNI reporta U.t 
R1abor nefti" lwd .., aooount ~. Quo - haw ~ 
ex.a1Jied ell tr~n.aoUcna 1n the bll\k lU'OUIId Sep....,.. ~. 
1940, which wa the dat. c1YWI ~ llr, 1Ael1e, with oepUft 
I'MIIlt., !he r .n.x. at Wn Orl- daniaa llaY1na: Mel the 
Mtter brouC!t te U.1r att.nUon 1n Jcuary, 1941, ~nd a... 
Diaa m.1edp ot e:r auch pbataatat. u are ~~&~~ticned 1n llr. 
Lulia 1a latter, !be F,B,I, oftica at !lew 0r1Mna, baWi&l, 
11M NCeDtq had a Up daSl.,. te t.hat c1v.:~ to ue and S.. 
IUidarat.ood te be J)UJ'Wil1nc m irmlaUaaucn. 

!be •tol7 ot U. p.-mt of 120,000, 1.nwllnn~: the three 
1.ft41rldula ... u...d 1n llr. t.Ua1a le\ter, wa t'iret. br oqM 
to oar a tt.aUcm br oap1.ea ot reporta ot ll111taf7 Intall.1~, 
'lllb1Aib _.. .-iftd ill .Ja1T and ~t, 1941. !!Ia t1rn ..._ 
par\ a\a\ed that \M \nnMCUcm - ... , I d to baTe talla 
p1Me 1ft a llw York ballll, boat a later report Mid tba \ 1\ 
DCUUIM 1ft a llw Oi'laana ballll. 8 . F , a..r, Cb1at of l'oUoe 
ot Pwt An~m-, T-, ... apecitioallT ... ucne~~ u the tiDal 
NOipie.t. 

'le a-. lMU"'W a .,._..,. t.a ~ u to lliebu 'a 
atfaira eel 111e _. diHland to II& ban~_,_, 
ad.-... of ll1e ...., ... u ..U witbau\ ..-1iJ1c m:r ._ 
ot., -. ... o\1 ... ..all .. \bat cleNribild. ... haft, llo ow, 
lMme4 u. toUCIIIina tact.: lil ....-u, 1941, Ueber s-w 
t?,~ 1o a ut.enn 1o the Clbarl.M._ "''P"'•lld!nc a Ilr7dook c,RV IDd 1A ,...._.,, 1942, ba "-- a cliNo'- ot U. ICIIltb­
euten llb1pbo11ldSnc Coa:pora\1.., a\ laeaawb, o.orcsa. llotb 
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1..,1 • .,.. .,,s,dsnc lb1pe ...s.- aa.•• t -•cawq ~ 
v-eta. h'ca ...... ,. 1940, t.o Allril. 1941, Rieber - .... 
oc1Yin& a aal.ar7 ~ 4P '"tel¥ 11,000 a -\b hola b .,.,_ c~ an4 ala. u. la\w dat.o -. t.e. NOIIl..S.. 
14,ooo ~*' -\b. t11e Aaiata\ ......._,. ~ u. c : nv 
...,. tba\ u.. v-u.an ovrwotq t..Snc pa14 t.o aua.r u 
tor hU .. rvioee u., ~. ue.r, lx uc, tal.d IIIII' 
apnt that. be b beJ.nc pa14 b ...... ot h1a lq ...-doe an4 
1n cOGaideraUon OS: lll.a not beoe81nc att111at.od wi\b a -
peUUvo c~. 

I kniN you wUl Wlderat.alld that ~ .. ~ 1 t.a -
all OS: tlla aboft intol'III&Uon b to be t.reat.od u .nt.iNl,y ooo­
fidan t.l.al. 

ff!rT tnal)' )'Oira, 

(I!J&uod) .bv.t&..n ~ UM-

Harbert II, Outon 
Auiatant. Stloretary OS: tlla ~. 
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.lpril 14, 1942. 

T01 Secretary Korgenthau 
FROM1 Kr. Gaston 

This refera to the matter diacuaaed in your 
telephone conversation with Secretary Ickea on Karch 
19 and Secretary Ickea' letter to you of Karch 25, 
enclosing a letter, dated Karch 22, to him from 
Kenneth Lealie, Editor of the Protestant Digest, New 
York. 

86 

The telephone conversation, in which Secretary 
Ickes cited Lealie as his aource of information, told 
of a auppoaed deposit of $20,000 by Torkild Rieber, 
formerly Chairman of the Board of the Texaa Company, 
in a bank account at the Whitney National Bank, New 
Orleans, some time in September, 1940, and the payment 
of an equal amount on the aame day to one Baker, Cam­
paign Kanager for Kartin Dies. The check deposited by 
Rieber waa said to have been made out by Dr. Gerhardt 
.l. Westr ick, a known German agent. Lealie's letter of 
Karch 22 makes the date of the transactions definite aa 
September 23, 1940, and asserts that photostats of the 
oheclca involved had been delivered to the New Orleans 
field office of the F. B. I. in January, 1941, or around 
that date. 

We have investigated thoroughly in New Orleans 
and have drawn a complete blank. aieber haa never had 
a bank account with the Whitne;r National Bank. Trana­
aotiona around the date mentioned have been thoroughly 
examined without revealing any record of an interchange 
of ohecka . The F.B. I. dtniea having received any such 
photoatata aa thoae mentioned in 1941, or at any other 
time. The aame tip hae recently been given to them 
and they have been - and probably atill are - working on 
the ca11. 
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The alleged 1'&1Dlent of $20,000 was first brought 
to the attention of thia Department bJ the KilitarJ In­
telligence Division of the War Department in Jul7 and 
August, 1941. These reports first stated that the 
transaction took place in a New York bank and it waa 
subsequently stated that it was supposed to have occurred 
at a New Orleans bank. Instead of the name •Baker•, 
Campaign Manager, their reports specifically named H. F. 
Baker , Chief of Police of Port Arthur, Texas. Port 
Arthur is in Congressman Dies district and New Orleans 
informs us that Chief of Police Baker was Campaign Manager 
tor Dies . 

I first mentioned Dr. Westrick to you in a memo­
randum dated August 19, 1940. (He was at that time re­
ferred to in the newspaper as !dolt Hitler's special 
emissary to see that economic ties between the United 
States and Germanr remained unbroken during the European 
war). I attached a report by a aecret service agent 
conveying information received from an informant relative 
to Dr• Westrick'e contacts with certain business men. 
Copies of the report were sent to Kr. Merle Cochran, the 
State Department and the Federal Bureau of Investigation. 

The Intelligence Unit and the Income Tax Unit 
have been pursuing the investigation of Rieber' s tax 
returns. 

! thorough examination of Rieber's bank accounts 
and stock-trading accounts, recentl7 made b7 a revenue 
agent in connection with the verification of his returns 
for the years 1939, 1940 and 1941, failed to disclose &nT 
trace of the funds in question or of bank transactions 
outside of New York Cit7. The accounts of the taxpayer 's 
daughter, Kisa Ruth Rieber, were alao examined, with 
negative result a. 

1n officer of the Whitney National Bank advised 
that there waa no record of a aummona being presented 
by Special Agent Larry Smith of the Federal Bureau of 
Investigation, aa had been reported. He is not known at 

\ 
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the local office of that organization. However, the 
cashier stated that on ~arch 28, 1942, Special Agent 
J. W. Core of the Federal Bureau of Investigation r e­
quested the product ion of records pertaining to t he 
same transactions t hat our agent was looking for about 
the same time. 

The revenue agent learned from ~· Rieber that 
in April, 1941, he and several associates purchased the 
Charleston Shipbuilding and Drydock Comp&n~ , his inter­
eat being approximatel1 nine percent, at a cost of 
$7, 600. ~. Rieber also told the agent that in February, 
1942, he became a director of the Southeastern Ship­
building Corporation, Savannah, Georgia. Both companiea 
are building ships under emergenc1 contracts. 

Other information concerning Mr· Rieber's current 
activities is contained in a letter found among papers 
wit~eld by a Customs officer from Dr. Luiz Felippe de 
Souza Sampaio upon his departure from Miami, enroute to 
Brazil. This letter, dated Januar1 16, 19421 addressed 
to Dr. Sampaio by Kr. Benno Berger, New York, N.Y., 
states: ~ friend, Capt. Rieber, ex-president of Texas 
Oil, is the president of Barber Asphalt Co . and Trinidad 
Asphalt Co . and he also controls these firma. • Further , 
in a l etter dated ~ch 26, 1942, from ~. Alexander 
Uhl, Foreign News Editor of P.K. , to a correspondent in 
Kexlco City, the writer asks if it ia true that •sen 
Smith, former Ambassador Joe Iennedy, Cap Rieber and 
Paul Shields• have bought a bank, a railroad and a news­
paper in Kexico City. 

~. Rieber explained to the r evenue agents that 
his resignation from The Texaa Company, in August, 1940, 
waa brought about aa a result of hie endeavoring to get 
the German Government to release several oil t ankers 
which it had been constructing for the Company. 

The revenue agent further reports that from August, 
1940, to April1 1941, The Texas Company paid Mr. Rieber 
approximately ,a,ooo a month, and that since the latter 
date it baa paid him $4,000 per month. ~. Walter 
Elicker, Assistant Secretarr of the Company, informed the 
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agent that these payment• were in consideration of 
Mr. Rieber's acting in an advisory capacity. However , 
the latter told the agent that he waa being paid be­
cause of his long service and also in consideration 
of hia not becoming affiliated with a competitive 
company. 
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lotto• o•rao t o-,. Ruu1ent ltnt tro• atllt 'Co Jl'hlla4dp1Ua. 

total Aprll 5 to U and dally .t.prll 12 to 15, 1,_2 

M&ct ot oompan,- and 
com:nod1 ty 

!!:!.!.!. 

total 
Aprll 5 

to 
APrtl ll 

Ataerloan !r••• Oo •.. · .•.. •. ....•• , ....... . 51) 
Chaat Brat a • Copper Co • ••••.•••• • • • •.• , • ~ 
Rtn,.. Copper • Br • •• Co •• ,.............. 176 
Sc-owUl Jtar.utacwrln g Co............... .. 91 
lalllngford Ste~l Oo • •••• ,..... . ......... l.6 

~ 
•~"rlcan Br.._,, Co ••••••••••• • ••••••••••• • 
~,~~~nd~ • tre • C1ble Co ••.••• . ••• • .• • •• • 

~1ckel 

tntern&tl,nal lil okel Co, ..•• , • , • . • . . . • • • • 200 

!!!.!!. 
Al•n Wood Steel Co .• . . ,., , ., •• , .• , . , •• .•• 
.Uleshtn.r Ludlum Stttl Oo • • , , •• , ••• •• •..• 
Arr'o l!\ternt~tonal Co •••• • ,. . .. . • .. .. .• 
Rethlehea. Steel Co • • , •• • • • •• • .•••.••••••• 
! raln~rd. Steel Co •••••••. • •••• ••••• ••• . • 
Col4 Y'~tal Proc!u.tt• Co • • ••• • ••••••.•• • • .• 
t;oll)'~~"' I!'leu!a!4d nroe Co • • ••• • •••• •• ••• • 
!lllott U:roa . •. .. • ..• . .. . .• ..•.. • , . .. ... . 
Gre et Ltak•t Sud Corp. , • . , •.. .. .. . • • •• • • 
Inlan4 Sttoel Co •..... . ...• ,.,, .. , .••..•.• 
Johneon Steel & Wire Co •.•••• . .•• • • ••.•• • 
J one e & Laughlin Steel Corp • .• . • •• . ••.••. 
Xeretone S te el & Wire Oo •..• .••. , ••. • . . . . • 
UA~ilon Wlre Co . . . ,, , •..• , •. .• , , . .. ... , •• 
WoLou t h St e el Co . ••• , •• . •• , ., • •• ••••••• • • 
tlat1onal Tube Co. , . . .. . , •. , .. , .. , , ..••. . • 
Mew England High Carbon Wire Co •••••• • •• • 
Newport P.oll1ng: AU.Ue , ••••••••••••.• • .. •• 
Ot le Steel Co ... . •.••• , •. . • , • . , . . ..•••.•. 
I' • J.l Co ....••• . • . .....•••• .. •..••...•. . . 
Pl ttebur£;!1 !!t ttol C.;;, ... . ............... . . 
Re rut-11e 8te~l Coro .••..•.. . . • .•..•••..•• 
Seneca Steel Co •••••••••••••• • • • •• • •.•••• 
!lharon Steel Co •••••••••••••• • •• ••• •. • • • • 
8U:>tr1oto St e el Co . .••..•. , •.•..•• • ..•.••• 11\,.,, steel Co . •••••.•••• • •••••••. . •. . • • 
Thoepeo n St eel & Wit'e Oo •. • . •• .. •• •. •. . •• 
Uni on Dr.•wn Steel Co • • , •• , ••••• . •••••• . • • 
U. S. St eel t.xpo r t Oo • •••• • ••••.• • •• . •• • • 
Un t verto.l Oycl opa Oo • • ••• • , . • • •• .• ••• ••.• 
Vulo111n Oruo1ble Co . . .. •. ,. , ., ••. .. ••• .•. . 
wa~l1ngtor4 St eel Oo •. .••...•..•. ... • • •. . 
Wt 1rton Steel Co •. . •• .. • •• • , •• , •••• , • • • •• 
Wbttltnr Steel Corp ••.•••••••••.•••.••. . • 
YounSttown Sheet & t ube Co •.••• • •••• • ••• • 

1Ueoel 1aneoue 

l!lonro Co. .... .. ................. ....... 1 )0 
Yana41ue Corp , . . • • • • • • • • • • • • • • . • • . . . • • . . • 56 

t ot•l .. . •. • .... . ...•. . .•.. • , .•..•••.•..• . 18,952 

sunctar 
Aprll 12 

14..!! , 

1?8 

)7 

1)5 

1,074 

1,576 

t onnap 

Mon4ar 
AJ>rll 1) 

'1\1814&7 
.t.prll 14 

75 )9 

58 )6 

19 

~~ ~g~ 
) 00 

~~ 10) 

a 6 

41 
109 

)4 
52 76 

99 102 

25~ 1,258 

n 
6o 

269 

9S 
1)6 

1.122 

52 
71 
1~ 1)2 

199 

Wtdnee4a:r.: 
April 15 

92 

)5 

1i~ 
1~) 
21.1 

65 
55 

sa 

44 

85 
52 

862 

25 

701 

74 

)09 

Ott1ct or the Seoretan or the TJOtaeury, 
D1¥1e1on o f Reeearob and Sttt11t1ol, Aprll 16, 1942 

Source: Procurement Dh'ltion, Treuur7 Dtpa.rt .. nt, 
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Bottoa oarso t or lbl .. iana .. nt troa aUla to Bal. Uaore, 

total Aprll 5 to ll and d.U:r April 12 to 15, 19~2 

Name ot oompaiiJ and 
COIIIIIIOditJ 

~ 

Acer1can Braae Co ••• ••••••••••••••••••••• 
Ohaae Braae & Copper Co ••••••• • • ••••••••• 

~ 
Allegheny Ludlum Steel Co ••...•.••.••••.• 
Arlloo International Co •••..•••...•.••...• 
Bethlehem Steal Co •..•....•..•.•...•.••.• 
Blair Strip Steel Co ••••........• •••• ..• • 
Bra1nerd Steel Co •..•••....••....•..•...• 
O,lon1al steel Oo •.••. . •.••...•••.••...• , 
Colorado Fuel & Iron Co ....••... ..•.....• 
Great Lakee Steel Co ••........•.......•.. 
Inland steel Co •.•.•••....•....... .• ....• 
Johneon Steel & Wire eo .................• 
Jonea & Laughlin Steel Corp ••.. .•• •... .• • 
Otla Steel Oo •••.••...•.....•...........• 
P&llCo •..•...••.... . ...•.......•...•.•• 
Republ1o Steel Co •••••••••••••••••••••••• 
John A. Roebling & Bona •••••••••••••••••• 
seneca Steel Co •••••••••••• . ••••• • .• • . ••• 
Sharon Steel Co •••••••••••••••••••• •••• •• 
'l'homaa Steal Co •• .••• • •• •• • •• •••••••••.•• 
U. S, Steel Expo!'t Co •••••• . •••• •.•..••• • 
IUrton Steal Co ...•..• . ...... •..•••...• • 
Youngatown Sheet & Tube Co •..... .•.....•• 

llhcellaneoua 

!otal 
Aprll 5 

to 
April 11 

11 

33~ 
19 
50 
33 

731 
1,010 

44 
3.342 

293 
51 

3,830 

~~ 
194 

2.ill 
1,310 

lloXenna lletala Oo....... .•.. . ........•... 353 

Total • ...•...•.•........ ... ...........•.. 

Ottioe ot the Becret&rJ ot tbe !!'laaury, 
DiYiaion ot Reeearch and lltatiatica. 

15, 478 

Source: Procurement DiYieion, T!'eaeury Department. 

sunday 
Aprll 12 

253 

4)1 

Tonnage 

llonda:r 
April 13 

70 
23 

92 

71 
3}4 
106 
710 

ITIICh.r C8REIJLU 

!ueadq 
Aprll l~ 

339 

50 

491 
819 

2, 573. 

ladn .. dq 
Aprll 15 

116 
96 
33 

5~ 
226 

25 
167 

689 

37 

~ 
2115 
35 

297 

Ap!'U 16, 19~ 
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Bottoa oarco for Ruu1ane eent from llille to Ilea York, 

total April 5 to U and da1l7 April 12 to 15, 19~2 

Ne.me of oompany and 
commodity 

Breu 

Total 
April 5 

to 
April ll 

Phelpe Dodge Co. . . . . . . . . • • • . . . • • . . . . . . . . • 113 

Iron 

011 •er Iron Co •...........•......•....... 

Stl!e1 

Armco International Co ..•..... .....••. ..• 
Bethlehem Steel Co ................ ......• 
Cold Metal Products Co .•..••....•........ 
Crucible Steel Co •• •..... ....... ......... 
Great Lo.ltee Steel Co •.......•.....•.....• 
Halcomb Steel Co ....••.•.....•••.......•• 
Heppenetahl Oo •••••• •• •• • •••••••••••••••• 
In~1ana Steel & Wire Co •..•....•...••...• 
I nland Steel Co .•....•.•..•...••• ••••.... 
Jones & Laughlin Steel Corp •....•......•. 
Otis Steel Oo •..•...•..••...............• 
P!MCo ... .... ...... : ... .......••... ...• 
Pitteburgh Steel Co ....... .•.•.•.....•... 
Republ ic Steel Co •.........•••...••.•...• 
Sheffield Steel Co ......••.•.•..... ...••• 
U. s. Steel Export Co .......... ......... . 
llaebington Tin Plate Co.; .. ........ ..... . 
Weirton Steel Co ••...•...•••.•••..•.•.•.• 
WJckoff Drawn Steel Co • •.••.•••.••••••••• . 
Youngetown Sheet! TUbe Co ••.•.•.••..•••• 

Mie oellaneoue 

Netional Standard Co •.••.• .. ..••.•.•• • • • • 

'rOtl'!l ......•. . .. ••••........ , ..•.. , . , .... 

Office of the Secretary of the Treaeury, 
Di•ieion of Research and Statietice. 

22 

530 
123 

53 
2S 

1,641 
66 
59 
13~ 
4~9 
981 

51 
1,~73 

391 
65 

3,10~ 

~5 
Jlj.j! 

2,939 

~ 

13,679 

Prooureaent DiY1eion, Treeeurt Department. 

Sunday 
April 12 

230 

52 

52 

166 

Tonnage 

L!ondaJ 
April 13 

3~; 

g~ 

137 
1,783 

~6 
90 

597 

g4 
ll~ 

TUee~aY 
April 14 

2S3 

6o 
126 

~6 

~6 
289 

97 
632 

127 
213 

1,919 

Wedneeda:y 
Apr1l 15 

252 
195 

.,~ 

l~ 
375 

52 
1, 22~ 

~2 

2,377 

April 16, 19~2 
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