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TREASURY DEPARTMENT 

D ATa )lay 1 , 1938. 

TO Secretary torgenthau 

....,. l.!r. 't1ly lor 

Subjaet: Substance ot conference of the Chinese repreaantatina -
J.lr . Chen and l!r , Koo - with Treuury repreaentatiToa -
J.!r . Taylor , 1l.r . Lochhead, and fi . o~hite - :S :00 P. II, , 
April 28 , 19S6. 

1 . Industri al use ot ailvor . 

l:r . Chen reporhd that b.is Covei"Ilmant informed hil:l the prohibition 
or the use or silver 1n the arts which had bean bapoaed by the deer ... 
of lloVGilber, 19S5, waa to be removed . The Chino•• Goverment -• quite 
willin;; to postpone, \f the Secretary ao requutod , announceaent ot the 
ohan.-e for inclusion 1n a public stat .... ent or tho results or tho con
versations with tho United States. 

~. Chen submitted the ectino.te of 12 million ounces as tho annual 
OI!IOUnt of silver that had been used in tho o.rta before the 30 per cent 
provision .. -as mposed. He felt this estilll&te to be very conservt.tive. 

2 . SUvor coins. 

llr . Chen reported that his Covernment had infol'lled h.1Ja it •o.veed 
1n principle" with hie reoo~:mendationa ot the coin~e of yuan and half
yuan coins (described in report or previous meet in!!) . The Chinese 
Government waa not certo.in whether the silver content or the new ooins 
would be the one reoo!M'endod by !.!r , Chen, but it would not be leas. 
Tho Chinese Government, hoY/ever , wished to co slowly in the me.ttor and 
therefore intended to tirat ioaue only ht.lf- yuan coins , I£ these rt)
oaived a satisfactory reooption tram the public, tho yucn coina woul! 
be haued. 

It """ IIU6bested by the Treasury repreaentat1 ves tl:at it, aa tr . 
Chen reported, the Chine .. ConrDDent definitely intended to 1aaue the 
ailTer coina with e.t least the recOEil!lmlded aUTer content, it ai&ht be 
better to inoludo in the .,..,.orand= for the Secretary a aore dotinite 
ste.tement than that the Ohinoae Govert~~~ent "accept a the idea in principle" • 
J.!r , Chen indicated hie e.cquieacenoe to that suggestion. 

,, 
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ecretary llor,~ntbau - 5/l/36, 2. 

3 . Silftr reeorfta. 

111th re,..rd to the augoation cabled to hil Gonrmoent that 1t con
aider the desirability of lceopin;o a llinjaUD of 25 por cent in a1lver , 
ccaputed at market bullion vo.lue , aeainat tho outstanding note iuuea, 
»r. Chen reported that hie Govornoent•a reply waa favorable . Bia Govern
mont wae porfeotly willin& to accept euch a suggestion, but it would 
prefer, if agreeabl e to the United States, to make the reserve 25 por 
cent of tho caah renrvcs l.natead of 25 per cent of the outstandin& noto 
iaauo . 

It waa pointed out by the Treasury representatives that the latter 
proposal would tend to weaken confidence in tho yuan at thia tild, and 
thr.t ainoe China would probably have ailTer 1n exceae of 25 per cent of 
her note iuue tor sCIIle til:le to come, it r.ere preferable, trcr China • a 
point ot Yin aa well as trc:a our own, to have the reeervea u firat 
pr oposed -- JW:>el:y, a J:dnlm\all of 25 per c.at against note issue. 

Xr, Ch1111 then raised the queation aa to the method of oo:.sputir.& the 
value of the ailYer in the reserves. Be aaid hie Goveruaent wished to 
haTO it understood that it resenea the priTilege of modityin;; the 
method of valuation as follows• 

(a) To value the oilver in tenns of old yuans rather than 
o.t ita world metallic content , Tho Chinese tel t that inaamuch 
aa their dlver reserves Mire chiefly 1n the form of thuo old 
yuans such a practice would be accepted by the publicae a moot 
reasonable one, 

The Treasury repreaontatiTea agreed to thie, pointinf> 
out that auch a practice would proteot the Chinese acainat a 
~eclina in tho value of their reserves should the price of silTOr 
decline , and oleo make it poaaible for thee to increase their 
reeervea in the nent of a riao in the priCf' of aUTOr by melt
inf> down the old yuana e>oina and TaluiJl& aUnr at its •etallic 
e>ontent. 

(b) The oeo<>nd modification proposed by the Cbineao Govern
mont woe that at aau indefinite tiJLe in tho future - probably 
after tho now yuan coins had beoano generally accepted into 
oiroulation - the baaie of valuing the reserves would be the 
nominal nlue of the new yuane . 

It wr.a pointed out that thia would have tho effect ot 
greatly reducinf> tho etrength of the ruenoo ina..,uoh u tl.e 
now coins contnin 1:1uoh leu aUTOr than the old coins. Tho Ti.,.. 
""'' alao exproeaod that such a modification might reduce confidence 

2 
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~ecretary Korgonthau - &jl/S6, S. 

in the yuan, eince .lt m1Ght be interpreted as a device to pomit 
an undue expanaion or note ieaue. Tho Troaaury representatives 
streaeed the illlportanoe at thie t!Jne or doing nothing which would 
tend to weaken the oontidenoe ot tho Chineae people in their cur
rency - a point whioh J.lr , Chen hillleelt nMrer DJ.aeeo an opportunity 
to reiterate - and it ......a eu;;gested that a oho.nge ot that kind in 
c01:1put1nt; the value or the eUTer reeonoe were beet postponed 
until China' 1 m011eto.ry eyata:a waa in a stronter poaition. The 
Chinese repreaontat ivoc indicated their agroeaent with thia Tiew 
and s&id they would reoCDllend to their Oo-.eMilllllllt that ouch a 
method of Yt.luation bo olminated. 

4. Yuo.n-dollar-storlin() oxoho.nge r~>te. 

iX. Koo deacr ibed in acme dotall the exahaneo operc.tione o.e they 

3 

had been rel.cyed to hila in a cable just received . The altering of the 
dollar r &te, ho explained, waa a oonacquonoe ot the adoption of a policy 
dea1gnod to preTent the illlpreaaion that tho yuan waa depreciating, and 
that the currencies happened to havo mOYod in a way neceaeitatino altera
tion ot the ottioial dollar rat e in order to avoid that ioproaaion. Be 
stated that it wae the policy ot the Bank to peg ita currency to tho 
one which wae !l!J>reoiating, and that had sterling dropped below h . 88 
the dollar rate would havo been kept unchanged and the sterling rate 
altered in Shang)\&i. 

It was pointed out that ae it hae ao tar worked out this praotioe 
made it " litth more dirticult to &cc...,.ulate toroir;n exchange. Nor did 
the cable satiatactorily explain, troa the United states' point ot Yiew, 
why in the tirat place a fixed sterling rate waa oelected rather than a 
fixed dollar rate to prortde the iapreaaion that the yuan wu not de
preciating. 

It was -.;r ood that a ole&r, definite statenent repoatlnt: tho t act 
that the yuan -• not pe6(;ed either to the dollar or to sterlint; mi11ht 
be aatistaotory in lieu ot an opportunity to altel' the sterling rate. 
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ENJr: 
H. A. 
Cochran: 

!iLij r : 
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C: 

Rlljr: 

C: 

Friday 
llay 1, 19.36 

Cochran? 

!.lr. l.torgenthau 

Well , what 1 s new today? 

The franc is r t ther weak today. There's some selling 
of dollars by the Guaranty - two and a half billion 
dollar s so far sold. 

Yes 

And There may be a little 
more advance but the peak of the week is in London. 

I don't get that . 

Peopl e are selling francs directly through the control. 

Now, say t hat again. 

It i s 
today . 

t ha t t hey are going to be 

Well, you say t hat people are selling francs? 

Yes, yes the French banks ar e selling francs directly 
at London. 

Yes 

- through the control. 

Ye5 • 

So the British control is handling quitP. a good many 
today . 

Now, say that again, please. 

I say , there is little trading on the French Market here. 

Over-tradine? 

TherP. is little trading on the French Exchange Market . 

What kind of trading? 

There is very little 

Very little trading? 

It is al1 being done in London. 
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C: 

-2-

In London? 

There the Frenchmen and French banks are selling 
francs directly through the British control. 

I see. 

The people here are buying dollars to so~e extent. 

They are doinr what? 

- are buying some dollars 

Yes 

- such as two and a half billion sold by my neighbor 
here today . 

Your nai :hbor? 

The Guaranty -

Oh, yes 

But most of the franc is 1n the sterling . 

In the sterl1ne? 

Yes 

Yes 

And so the pressure is r ather strong today. 

There's a what? 

The pressure 

Yes 

The pressure on the franc is bad. 

I don ' t get that . 

I say, the franc is weak. 

The franc is weak? 

Yes, the pressure on the franc is - is heavy. 

l' m sorry, I don 't get 1 t . 

Well, the franc is weak, that I said, 

·. 
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OCVjr : 

C: 

I:IJ.ljr : 

C: 

HJ.I jr : 

C: 

HJ.Ijr: 

C: 

!:!YJr : 

C: 

HIIJr: 

C: 

HllJr: 

C: 

HIIJr : 

C: 

HIIJr : 

C: 

HIIJr: 

C: 

R!ljr : 

t'; : 

HIIJr: 

-3-

The wh~t? 

There are many people who want to sell their rrancs. 

Yes 

So it is weak as ~ result . 

I don' t get that. 

Well , you do have it that they want to sell their 
francs? 

Yes 

Well , that's the point. 

I s ee, all right. 

They are afraid . 

I see. Now, - anything new on the pol1 tical 
s ituation? 

No, there is a lot of horse-trading back and forth, 
you see? 

Yes 

But they don't know how complete discipline the Front 
Populaires will find on Sundey . But it still looks to 
me as if they Will round a big maJority. 

They'll do what? 

That tne Left - that the Left party -

Yes 

- will have a majority on Sunday . 

I see - and that means the present government will 
fall? 

Well - oh fairly good, I thlnk. 

Vlha t? 

Fairly large - but it' s s till difficult to tell. 

And it still looks like Reynaud? 
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ll!.!jr : 

C: 

Jljr: 

C: 

IDIJr: 

C: 

IDijr : 

C: 

H.lljr : 

C: 

Hl.! Jr : 

C: 

IDi jr: 

C: 

HU jr: 

C: 

IDIJr: 

C: 

JD(jr: 

C: 

dJi jr: 

C: 

JD(j r : 

-4-

That ' s the proposition put up by those young men, you 
lmow 

I get you. 

But there i s no public discussion on that whatever. 

Yes 

But that' s the plan those fellows have up their sleeve. 

I get you. 

If the situation get s bad enough. 

Yes 

Between you and I If it doesn't get bad enough 
then no word is said about it. 

Yes 

The present man would try to patch up the 

Yes 

All right - You.r cables yesterday were very good. 

Beg your pardon? 

Your cables yesterday were very good . 

All right, f ine. 

All right 

I t hink I forgot one -
today -

Yes 

I talked to the market people 

And the situation with respect to American shares is 
practically the same . 

All right 

And I 1 ve seen some other people so I ' ll give you their 
views . 

All right. 
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!UtJr : 

C: 

HYJr : 

C: 

-5-

And on that other matter do you want me t o see our 
friend or not? 

Well , l et 's - letts wait until we see what haupens 
in France first. 

Ky point is this, that he has returned to Badenweiler. 

Oh 

And he will be there until about the s ixth I think. 
On the sixt h he has to go to 8r eslau to give his 
speech. And if you wanted me to see him -

HJ.I jr : Yes 

C: 

HliJr : 

C: 

Hlljr : 

C: 

HI.!Jr: 

C: 

IDl jr : 

C: 

Hlljr : 

C: 

I:Dijr: 

C: 

C: 

Hlijr : 

I could leave here 
night. 

Yes 

I could go down on Saturday 

- take an automobile .from Basel - it ' s only t hirty 
miles from Basel and come back on Sunday night ' s train. 

Oh, you could? 

Yes 

Just be away Sunda3? 

Just be away Sunday . 

I think that would be a good idea . 

And I - I•ve been thinking it over since I talked 
with you yesterday -

I think that would be very good. 

And I read that that he han returned there. 
I haven ' t tried to get in touch with him directly. 

Well , i.f you can be away just Sunday I'd do it. 

Fine - well, I'll telephone this man at Basel right 
away . 

Yes, yes 

And if I can get an appointment for Sunday 

Yes 
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I•ll go down. 

0. K. 

-6-

Otherwise I ' ll wait until after the elect ion, -

~Jr: That ' s right . 

HL!jr: 

C: 

!Dl jr : 

C: 

Hlljr : 

C: 

Takes place . 

A11 right, thank you. 

information. 

That 1 s right . 

Thank you 

Goodbye. 

Goodbye. 

I 1ll just try to get general 
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HU,Jr. called the Pr~sident and said he had talked 
t o Coohran again and th~ i nter esting t~!ng i s that the 
British Stabiliza~ton Fund deals d1rec~ly with the French 
bAnks; that the BrltlJh will do all they can to keep the 
~rench fro~ devaluing; that ~e bougnt another $500, 000 
·~rth of gol d last ni&nt and that Cochran i s gotng to oee 
Schacht on Sunday -- he knows him pereonall,y and is going 
~o see wha~ he ~an find out . 

At the mee~ing or tho group at 9 : 30, HJ.I,Jr. asked 
whether the provicion in the pending tax bill, which places 
o. tax on undistrib1•tcd earnings , i o !'air to the small buei
nees man . He sa id that the way tne thing 1s set up now, 
cocpaniee like Chryoler and General Uotors thro~ t his 
bill set an exclusive franchise and that a man who wants 
to &~art in business today hasn ' t a ch~~oe . Oli phant sus
seated ~hat if ~he tax bill does not permit a soall oonoern 
to continue in business that the Government could subsidize 
it, to which ~.Jr. strenuouGly objected. He said, "That 
i s Just what we don 1 t want to do. • He r eel s that under 
this bill we are doing Juot what NRA did -- it is a groat 
t h ing for big business , but ruinous to small business . 

~,Jr. eaid, " I ctill have not had an answer to my 
question as ~o rhe t her it is fair to the small busi neso 
Man. 

Turning to George Haas, he said, 1!f tnere are ansrer a, 
three cheers! But 1f t here arc not, let'e be big enough 
to correct this thin~ and ~hror it out. The pride of 
authorship te not the l.l!lportant thing lf it is going to 
hurt small business .• 

5 
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TREASURY DEPARTMENT 

WASHINGTON 

II&)' l , 1936 • 

.IIDIORARDUII FO.R tHE Sj'CRl'IW I 

Further conferwcea were had yesterday afternoon, Aprll )01 with 
representatives ot the Canadian distillers, Seegra.~~~s, H1raa WalJcer, 
United, and Consolidated. 

These conferences had originelly (with t he exception of Biru 
Walker) been set for earlier in tbe week, but were postponed until 
yesterday at the request of tbe Canadians. 

In the initial conterencea which occurred last week, as reported 
to you in 1lf.'1 lle:IOrandllll of April 24, the 0o•ern~~eot1 a conferees Md.e 
it clear to tba repreaentati•ea of tbe coapaniea that tbe companies 
would be expected to aut=it specific offers in COCIIJX'Oirlse of tbe OOT

ornmant' s claillls, and, in tbe e•ent these should prove unacceptable, 
specific proposals to aubaoi t t o tbe juriad.iction of our courts and 
to oecure tbe payment of aey judglnents which might be obtained. The 
expectat.ion wa.s that auch specific proposals would be :~ade at yester
day's conferences (except in the case ot B.iru nallcar) . 

I regret to intora you that, axcept for United Dist.illara, the 
representatives ot tbe co•panies aade no such propoeala at yeatu-
~· a conferences. 

Vniteci Pistillera. 

United Distillers, through Mr. Locke, submitted a specific offer 
in c0111promise in the aua of $2251000 (of which $25,000 was tor the 
account of a company known eB Coast Breweries) . Jlr. Locke stated 
that be had no proposal to lll8lce, and would .Ue nooe, UDder the 
aecolld altenlati•a, and lndicated that tbia was tba final offer which 
be ns prepared to u.ll:e. Be was informed that bia offer would be 
taken UDder conuideration, and that he would 8UbeequeDtly be advised 
of i t a acceptance or rejection. 

Sew•••. 

6 

Mr. Pbillipe, representing Seagr1111s, made no propoeala or su&
aeat.iona whatsoever. Although be bad requested, and had been granted , 
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l!o d l nner . A tr1p to Seagram ' !I 
d1Gt111er y a t Rel ay, ~d., wher e 
the £UI'!t t e wer e furni shed food , 
ell t he drinks they c~red t o c~nturno 
::.r.d o qtie.rt t o t ake w1 t h t hem o.e a 
souvenir . 
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.or. thaD a WMI<1e tt.e to enable b1a to coiHUlt nth •interested partiaa, • 
with a Tin to •!dng a apecitic propoaal to eulait b1a C<lapan;J to tbe 
Ju:dedictioa or our courts and secure judpent, be etated at ;reate~'• 
conference that be could aalte no such propoaal. Be aiaply repeated r.
queata which be had ada at last WMk1 11 contarencea tor intol'll&tion ae 
to tba u oUDt and character or aecurity which tbe Gonrnmant would con.
lider acceptable. Be was intol'llled , aa barore, that the Gavermaent would 
expect bia to take tba initiative in tbie respect. I ou will recall that 
at laat waalc' e ccoterences llr. Pb1ll1ps ll&de an otter in coaproaiaa or 
tsoo,ooo, which was promptly rejected. Be at tbat t1111e indi.catecl tbat 
tide waa the Nx1••• aaount which be was prepared to otter in aettl-nt 
or t he Gonr~~~~e~~t•a cla.ia, and that, in Tiaw or tbe rejection or tb1a 
orrc, bia turtber auggeationa would be liaited to tbe aecolld altamative 
(eulai .. i on to juriediction and aecurinc jlldpeot) . At the ear liar coc
rerencea, tbere •• protracted diacuaeion betwHD llr. Pb1111pe aDd the 
Gonrmutnt1 a contereea nth respect to tb1e aacolld alterD&tive. !be 
Gon~nt1 e conterees made it clear to llr. Pb11Upe that tbe Gcm~rnaent1 a 

poeition nth reterence to aecurit)" wee t&J..rly represented by tbe pe""1DC 
la£ialat1on (aa reTiaed in conferences batwe&ll tbe State and freaeury 
Dapert.anta) , but tbet tbe Gover11110nt would be prepared to receift and 
oonddar &117 alternative propoaal which llr. Pb11Upa llight care to ..U. 
In Yi .. ot t bia , i t was confidently axpectecl tbat llr. Pb1lli pe would a~ 
llit apeoitic proposals at yesterday' • conterencee, but, as has bean aaid, 
be ll&da nona. 

llr. Pb1llipa was adl'ised by the Gonri!Mnt' a conferees that it be 
eared to confer turther nth regard to the proposed settlement, be would 
be riven tull opportunity to do ao , and bf! adl'iaed tbat be would return 
to WaabiDCton on Monday, May 4, tor thia purpoae. It is pre8UIIed tbat 
a t that tiae be will su~t a apacitic propoaal on the aecolld alternative. 

llr. Pb11Upe indicated bia ballet that the ettttude or the Go•axa
-t1a contereea was unfair to b1a coapan;J, and stated tbat be would be 
coopalled to call this to tbe attention or the Canadien Gov~t. 

llr. Foraytbe, repreaatinc Consolldatecl Dietlllen, aulaittecl to 
tbe Oon~t•• oontereea the curHDt financial atat.anta ot b1a 
oaapa~~J, ritb a Yiaw to d_,str&tiDC that it waa in DO f1nenofel poaitiOO 
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•-· tor the Seoret.azT-3. 
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to ..U either a substantial offar in coapi'QiiH of the Gonrmoent' a 
olaia, or aliT proposal to aect~H ~nt of judpant. lD tbe end, ~ 
auueated tbat be would be willin& to Mka aettl-t on ~ - baaie 
tbat waa followed in tbe aettl-nt of tile Reifel caae laat August. 
Thia would ae&D a aettlaaent, aa be aa14, in tbe neighborhood of t12~,000. 
Tlwl Qovel'DIIent' a conferees pointed out tbat tbe cirollllataDcea I!Un'Ou:od.iJic 
t he Reifel aettl11111ent were peouliar to tbat case, and that tbe Reifel case 
could not be taken as a precedent f or the aattl•ent of clailla againat 
otbar coapaniea, h. Pora;rtbe agreed to condder tbe ~~~&tter further, 
end to adrlse on Monday, Kay 4, whether be could llake fUrther propoaela 
on bebalt of hie coape.n;r. 

B1ry •• , •• 

Jtr. Luh, f or R1raa lfal.latr, adrlHd that be was 1n no better poai 
tion thaD ba bad been at the earlier oontarancea to llake suggestions for 
the aettleaent of the Gonl'IIIUnt ' a oWa. Be sUd that Mr. !lime, praei
dent of tbe coapeny, was to arrin tbat enn.t.ng (AprU 30) 1n lew York, 
end that untU he bad seen Mr. Billie be could add nothing to wbat be bed 
ateted at tbe contereDCes whicb occ\U'1'ed laat week. 

Mr. Leah said tbet tbe C•nad1an Departll8nt of External Affaire bad 
called hie attention t o the fact tbat thia Qovel'llllent bad reported tbat 
his ooape.n;r did not consider itaalt bound by tbe agreeaent between the 
two Governaenta , as represented by the ae110randa of AprU 10 and 15. 
Be sUd be wanted it UDderatood tbat be bad inatructed hie co.p&D7, 
during tbe pendency ot the present negotiations, not to increue ita 
export.a to tbe tll11ted States above tlwl nonal rate, and not to perooit 
tbe exportation t:L ll1raa llal.latr aarchaDdlae to otber countrieaJ but 
be took pa1rul to reiterate hie foraer poaitlon, 8aJ1.n& rltb considara~ 
eapbaaia that hia co.pany wu not a party to tbe arrangement proposed 
by the Canod!on Oovernaent as represented by Jtr. Wrong ' a -rand• of 
llarch Jl. 

OBS!.JtWIOQ. 

Tbe opinion of tbe GoYen~aent• a conferee a continua a to ha, ae 
before) that neither Seagraaa nor 111rua Walker 1e carJ')'i!lc on tbe 
preaent negotiations 1n good faith, and that neither coape.n;r baa &JQ' 

intention of uHnc en acceptable otter tor tbe aattl-t of tbe 
Goveraaeat•a caaea. 

lla teal, bow..,ar, tbat both 1Jaited Uld Conaolidated are ..S..'I'GI'iltc 
to arri'ft at a anu-t. 

Ql&tiS. 

Regraded Unclassified 



[UNREVISED PRINT) 

REVENUE ACT, 1936 

HEARINGS 
BU'Ota TBII 

CO:MMITrEE ON FINANCE 
UNITED STA.T:m SENATE 

H. R. 12395 
AN ACT TO PROVIDE REVENUE, EQUAUZB TAX4110. 

AND tOR OTHER PURP08118 

PART 2 

MAY I, 1936 

)J. 1/~4 
Pr!Diecl ror lha ... or lh< Comml"" onJ'ID&Doo 

WAIIIJltQTOM liNt 
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iEVENUR !OT, 1936 

71DIAT, Ju.'l' I, 1-

UIO'I'IID au ... s..,. • ...., 
CoWMJtiE& ox FrNAM~-

lV ~llingttm, D. C. 

• 

The oommiUH met, pursuant to adjournment, ot 10 a. m., Senote 

Fi....- Committee room, &nate Ollc:e Building, Senator Pat Harri
liClll preeidU>g. 

P""lent: Senators B arriliClo (cbairmon), King George, Walsh, 

RarklelJ Connally, Bailey, Byrd, Lonergan, Black, Gerry, Guffey, 

K tl'CS, 'u Follette, Hast ingo, and Cap~r. 
fh.. CwwoAJ<. Th6 OOIIllllittee wilf 116 U> order. All right, Mr. 

B aas, you may cootinue!roon wh<l~ you left off ye&erday. 

STATEJBIIT OJ' GEOBOE C. JLU.8, DIJIECTOll OJ' llESEAllOH AliD 
stATUTICS, TUASUllY DEPAllTJO:IIT- llelumed 

l!r. ILu.s. On page • · I think I will otart. at the beginning of tb~ 

parar.apb, altho11gb I read part of that paragnph yesterday. 
I oove olready pointed out that untler the ptopose<l law small 

corporotioll9-l might soy, ••ith reg~crd to 811>&1J oorporotiona, that at 
the firsL stage of my statement I am !lOins; to put • footnote to explain 

whot I mean by ooall corporotions; that ts, corporatioos with a small 
ancomc. I ..-ill also U>dicate there that over short periods of time a 

corporation with large a.90Mll3 may hove a iiDAII income, bnt over any 
per.oo tl1e n1ue of tho ,...13 are ba8od upon income, and what I atn 

conetmod with, and what afeets my conclusions, is the f("Dtral pic
ture, even though there may bo an e.xcoptioo here now and then. 

Senator Kl:11o. Then you do not dr~cw the line at $10,0001 
Mr. B.us. l draw itat$10,000. I mean small·in~"Omecorporations, 

but the fact tl11t there are aome corporations with large asseu that 
olly hl\'e a anall iooome during the period doea not a«ed. any of 

0\J: conclusion& 
Sel>at~>r Kt110. 'l'here are many corpontioM with C11pital stock 

and •&;ets probably of $1,000 000 or more, but with 1 heavy li•bility, 
and would ba\'e no income al all. I ha\-e known of many such cor

porations. In what ~r:J would you placo then1 I 
Mr. lLu.& Tbe l(rtat 6ulk of th•m fit within my definition. J!~w1 

a corporation of tliat sort that haa lis~ asset., or haa ....el8 tisuop 

a~ " certain v.Juotion which total up larf(", does not mean that if 

the inco~ continues low tboee ..... to wilr bavo to be written down 

110 tl••y h<lcome a iiDill corporatioo, l'flC"rdleis of the fact tho~':k 
own half a oounty, i f th<ly are in a ....U-te bu>in<a, in a ljv 
bullin~ .. ,.. I n other word-, U> the finalanaly><it, from an -nomic 

29 
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,.fttiill. tbt •• of t.bt ~liM 0'tr any period is iL,; in("'n1f" ilt 
L•rt 11t IntO~~, and iu- anhdJMited future inc.•ome. That is thf! ~it 
fur •II uluauon.."-

twuatur Kn~o.. l kno,_• of rnany corporations where tb~ rapital 
•tork at•tually p~id in in eru.h is t~twnrul million doUru-s lind thrr'tl tuLt 
bt~·n uo IIK'Oillt m the p•SL 3 y~•nJ. 

Mr. liM .. Thot i• nphL 
l'tnol<•r Kl~o. \\1tat <ol•~-ory would you plate those in I 
Mr. llu" I ,.,. for ll"' purpoo;oof my conclusion, it do.. not moke 

••1 dtlr....,.. ~~.oil obout wlttro thrY. "'!' plated. They both foil 
Wllbm •• dffu>iuoa. .\ lilll&ll (Or'(>Orolloo '"one with a small inro~~~t 

I wuufd >4Y furtbrr in "'lrrnl to your inct•irr Senator if I hoi 
f"tt'lul"lhon. aftfl' a (tw J~r&, did not. con-.e m •• t_ would ,;1H.D tit@ 
•~&.- w-ould hlr-t 10 bt wnrttn down or come off altogethtr Tt 
fo•t \hit lhr[ hod no rumnt inoome wonld 111ean they would ~ntir~ 
J~llf lht"'OM' 10 the fururt. 

l h~-. olrttd{ poimed out that under the propooed law smoll 00 
1'0
1
. ntwn~ 'tfiUI< ha\-e a subt;:t,mti• IIIAhnntntm over Jor~ro one" 

1
•

11 
tlr

' IM·t n• •u.H~lment of ea • 'rh o":' • . e ..., 1e 
11lunto~"" in tht JII'Ol'tSii ~~~~,·in" ~l;,:,',~~d~~',',~-I_••:[!.._:•Jj(>y, two 
In tht• flr>t plore th , ~ ~ ·~ """"""" cormn~ 
thi•J•n.N'ffo!l to~ ea~ri"!J oeornpoec n~ or a.~mall ~rporation JWrnutt 
io '"'l"""tblt for tbe l&l)!t~;; 1 '1!l'Oct"'i1•"d toformality whi<"h 
' "" "'''T""'titons ,.t11n tltci'r':..:fno. 1 un_!er the P"'""nt law 
..,..u .. na of thrirstorkholde.._ ·~ llg5 t •rou.,u the ..,.,..nt and 
••"'M '" .,..,.,. bit as likrly 10 ~ r1\: Propoo;ed plan, storlcholden ,.,...lu from tlw rorpontion · P.~ ~f their dividfnd 
wholt "''"rotion of d«hri 10 ,.,. ..... 10 additional stork. The 
""'•b.nibinl< all <W 1 ."'t ouL thr ~r'a profit .., divid<nch and 
<>f th• N>rpontion'• .,:r••11" ' such dav,.lends to additional shortt 
lln&rht hto RIUtuallv ll-,rrtt:~bt t ltrf ~'') rala or in sucll proportionA 11.8 
ln,tt,.. "'"""' nt •'•hort stoe~hgh\ ... ~ >AI'I'~olders, coold be co111pleted 

l'bt ,,.,.,, achrtratage h. t ers ln('(!hng. 
ht?~~ ,,,.t•r Ia~ on...,. 1\'":ul~ lt!U!III hrporalion.s. in gc!'nera l ' \14uld 
",~rhh"""ld bt mailable tn be 111 L~_ ~bsolutc 8mount of' moMy 
"'"' 1 otthr rmn<.; 1 kl ru;u.,....,bed. It is a good ~ 
<•tot~o.lanJ torporotl:, <~oc toldrrs in "'""" strugglin" Jl':,""rl 
tl .. '"''""· 1111 iCodth-"~ "-"! "'•• or much ~~Uer •-•aJ .,, an ·~~ Y 
!"911• ~"' an la'l.'t "" •noomes wan 
'•k'"''"~' H. tbtorrf.,.,. aurb • Pr;<l"l"'rous. and weU-abli.tk'd 

""•~~~·,...; ""!'i:..,lion r.; odditi~';c'.t~~':j\"'oldrrs sub!lorii!o 
tho .,._, d .. :S: .d '!'e ,._,. tax therou .;:r part o~ tire~< 
,.....,,. in IM fft .,...,l!lo Atl>.tribfd ba k rvn· e prol'irtton or 
nf tho,.,,..!!" 'jilt of th• orero~• 01111 ~ .Vtithem ..-i.l be much 
•hi<-h nloolo ...:_rp. on•. 'n1<0 l!l'ea~ 1 pora on than in the case 
tJttt_~n d1trl'"'tat i lhf of the difrt•ring i:~!f~!i'ee1 ?f the differenoa 
•lult~ riiY"idl'n b nro~nt elaSSf:S t'an bc'o«t ~ na( ua. meome-tax rlltts 
of •t<xkholdr~· ~~~fh. \'" i~ tl•• br••k•t ~~? "'':,<'• it is noted !Ita~ 
.,.nt, '" ,.,. thou h<lt uat n""""~ will be ~ ~10,000 and $12,000 
ln•hllohJol ;1""'"- 1 • P.,..nt '"'IJlOtot ion ucod by only 11 ,,.,.. 
l..cw.,.n $1~ .•ax.~h• tlil·id•nd1 ,.hich /u!"'. by. reason of the •'"••I ;...,.,,. 1 nd ' 1:.0,000 "ill be rod • 11 •n the •neonte brotkft 
.. I'IIJII,tl of ·-i!'· 1• Cllhtr wonts. 1 llcod by • 62 P<'l"tt''lt indi· 

....,..., ..... will be ~tor proportion or the 
•var able for rein,.-e,tmtnt 

' 

-
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...-6en patd out to their stocltholdfn, than of la"Kt' corporation. I 
-submit that tbit dift'e~ntial W'ill jfive smalltt corporations • c:hon'-"' 
to ratrh tiJI npon their lorg<1r riuls which they never h .. e hod under 
~any \ll'e, ... ious IIX lcgislalion. 

I hiuk r "'"'~ made it clear that ~moll corporntiOM would be 
gil·en apccial 8dl'ontagos as compal'<.'<l with large corporations undtr 
llte P"'l""""l chango 111 our corporation tu.... 1 now turn to the 
-objectoon that bu bt<-11 raiBed that the Pl'<llx.d cho.n~ would pre
vent larger, u wt'll .., smaller, oorponotiCINI from oblaming sullictent 
upitol lor expan>iou, beftluse the pro~ lt'bedules of ta.uo ore 
graduated """"nlmg to the puc>tn~ of c:orponote earnings with· 
b~ld from l>torld•oldfn~ for remnstment in the boo-

Tho first ouswer to tbis contorn.ioo is that the 6<'hedules olr·•dy 
allow, bt<ides the •·ery liberal deductions f rom t.anble income for 
dep~atious, deplelio11, bed debts ond tho like, tbe withholdinlf by 
the eorporat10n of 80 to 40 ~rcent of eocl> year's eurre.a>t eanungs 

· U(IOll PIYllH!Ilt of IUl'S less than the ltnOUUIJ! payable under ur. 
-existing l~aw. Fo•· modium.-si.z.ed and l•rw'r corporations, moreover. 
free aoocse to tho orga.niwd capitol ma•kel$ olfera abundant OJil>Or· 
tuoities to oil profifabto eorpona.tiona tor such additional capitol 
funds .., the,v may require. 

Senator Ktso. Are you quila ce.t1oin about that! You toke 1 

miniJlJ.r eotnpeny, tbe in\'es.tment market ;, •lOt, as 1 rule, open to it, 
"""'- it is oo much of a gamble. 

:\lr. H A""' Whcro do theyl!ol. their money, Senator! 
Senator KtxQ. They ~ it out or the peopi. wbo want to inTMI. 

in it. 
- llr. H•""' l'hoee who are. gullible tnOUjlb to go into 1 riU;y 
enterprise. 

· Senator Kn<o. Those wbo want to make the iu•estment. They do 
not borrow it, thoy hal'e to l!"t it from Uaeir own •-t& 

1\{r. Jl••&. Decauso the wdustry i• ono that involv<'8 the higher 
type of risk. It is a little more diftlcull lo tnarket their stock, be· 

·cau-96 you have to scleet Lhoee people who •re willi11g to go into an 
.nterpri80 of that oort. Their capttal morlcet it """'ewhot more lim
ited than otl1er types of business with 1 .. riok. 1 think that i8 the 
ouly diJre~noo. 

Senator Kt><o. 1 lmo,. o! an organization thot propoeod to in.
o•·~r $100,000 for the s inkUIL of a shalt in a mining COinJl"DY· Ic 
..... a ll"mble. If they g<?t ihe ore they would be repaid othenris& 
they would not be repud. If they p the ore then they would 
have to pay an enonnous dividend the firot year, b<eauso if they ~ 
the ore tt would be in bulk and it wot~d be very profitablo. SO the 
threat of this bill b1111 prevented tho con.wmtnalion or this plan. I 
merely call your atlf.ntion to that fonn of in•CIItment which hu 
done .o much for the mining motti"'OO in the Weot, u well u the 
petroleum intel"l'@ta and the coal interest .. 

Mr. Hut!. 1 do not soo what rft'ect, Senotor, this bill bas on the 
decision which they might makt. I -your point. You b .. e !O 
,...eh a <ertain 1 vpe of capital moi'Ut b<eaaae you bo<o a tert&ln 
type o f risk, bn~ 1 .nit be glad to """"' bedt to thaL 
· Seno.to. Jl.uon><O& Before you leave that., juat above, in tha~

paragraph you ore quite certain of your fi«ure •'- you •y, "The 
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wiW!oold"'' b7 tiM eorpo...tioo of 30 to 40 pcnet~t of -h ,...... 
amcl oonuop upon \':yawn' of 111N 1..,. than lloe IUDAIOlGIAI po1. 
oblo ...ltr tiM uii!Unc • •·" 

)(r. H.w. I llunk at figum out, does it not, llr. v..r-1, mo. 
llonallfl,.l 

Kr. Met- Thot ia eomcl. 
S.notor llirn.~O& All right. 
Mr. li>Ao. For mony dec:t<les, growing and Buce<.'tlful c:orpontiona 

hovo ~ ohio to call UJlOO tbtir .tookbolden and ~n fOI' lddi
tionolc•\•itol !undo through the offering of rights loth& elockholdtro 
to tuboctabe !or tddiliooal eeeuciti.-. 'l'brough the iauaneo of ouch 
righll, ony moclium •izod or bu:\l'> cocpontion wbOO!& IIWclt it trodod 
in the t«UritiH market~ may olitain the rtinvflltme.nt in ite btl!iotR 

of eopiw "'""' to all or any d .. iroclproportion of the current earn
lop tho I ~avel!ttll dl!tributocl in dindwds; ~d, if need be. mo"' 

Lot mo allllitl"lto: Let us.....- a corpontaoo that dMirod to rtio 
,.. in ita ~i.- ita enlirt eomings o.f $5 a oh..-.. bot tbLt nov..-: 
!boloo.o. d<Cidocl !4 poy out tho ..-hole amount in dividmllo 
as ...d..- to a<oid .,U OCifJ)Onlo ta:uti011 under the prol"l"!'! 
low: 5oo<h a !""'P"n lioo oociid oasilf obtain tho ~n.-.m•nt an ita 
bali- olt~i! $3 por ~~by ol!enog to italtod<holdon right. (0 
Jfi..rdaa. odcht_l .. pllollloek ...-.11 bOlo..- preniling market J>rica 
~~ thomoo!Y61 ""'!!d eonstitnl6 • .. ruoble mti-ketable •natn· 

moot whkb (IOO)d be aol.d II\ tho opoo 011rket by any aharebolcklr who 
wu 1101 ""~ to re10rfl!t his dividend <heck. I t ill equally 1 
r.~:l, !' "?""" tbot tho "!"~nt of money which can be obtaio!!i 
lh lo 11 !' by no mtaM hmatocl lo tbe amount of the tamin~f 

1 <WJ.,I'Ihon, but lhot any ausooobl · • . , • . 
taon ••• ))0' <lfected by this me&n& · • an"""'oe an totou capata • 

S.nalor ll.um•oo. Mr IiJ .., 1 · . 
lpJ>Iy toll>e lillocl dock;tl 1; m•y. •

1
nquue whether thaL would 

M l "l. "" 1a" argument 
o!· lu&

1
, You n>ean li.tod on any excha.n""l 

·~naror ums-oe. yes. e• 
Mr. ltua. N~ ,_.,.ril Tb 

locllitott it, bo<auoo 11;. fa~ tb t ethfoet that. tlaey aro lioted. woo lei 
lloda I 0\trkOIIbiJity wbieh an I)' ;ey areklirted l.toda to g&VO tho 
IDl01MOCb lrldod • un ISood litoo doot not ha~ althoogb 
4oha, i1. •••r the tounlu would not ha..-e *"1 dilllcully 111 

SMaaor ltunxoo. Do 
-ry lor -h 

1 
"':'· bapptn to kno'! whel.hu it ..-ould be 

c-m;_..;oo bd"" i~d .. ;' '?~~ •!'lhority from the Socurit i .. 
Mr. llu. .. 1 do not know bar u:" ngh11 10 tho ltod<holden1 

. Stcaotw u ......... What r .. 1, . I '!lJ"lotion ill undtr. 
IIOa IMd btu Mi """ 10 maod wu: & ppooo a corpora-
~~ )"'r old ~d"':':fi !: ~oor~ ':~ and t hen a6ddenl7 bod 
_,. llio1ll to"'"'- i I tbwl 1 st oldm and tri<d 10 pu· 
~~kl ho.-. ""'ltlhillf! :;, so• a.! 511t P~ tho Securitica Commiwioo 
-~ ' "~her that propoaal abould be 

S.OIIw Klxa. l do not think · ~Jr. U..a. l do not think 
80 

there "'. any qum lon about that. 
tb&hon ond laid all the facts ' Stnhotor, af they made no miarepreaon· 
I ·~ • an 1 • taole. I am not positive about 

Tho c ... , ... .,. li th . 
Into tho low. • <re II any qu .. llon •bout It i~ oan be wriUeo 
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Mr. U.U.. 'That ;. ri£ht. . . f • 
Senator B.AdJ.&Y· A lillie law requinlo;. tbLt the_..., o _.,.. 

tica mUiL be _.apcu~i..t %.:~ruthful. atacemenlo ae to the -
. " thCIID The U ~OD ciC* - .....,... the 
~~ecidini wh•r the ilock ohal1 be iauo<l ar ·~ the 
capitalizat i911 shOuld be io«eued- Of tollllll, the IIDM II ,.,.. ae 

to tho uehf.nae. 
Mr. Bus. Shall J p..-ed1 
The Caur&JI..,., y.._ - -~ """ · 1 • th lli B.ua During the period bot"""" 1921 .,,.. 1 ..... , ane lillY., e 

Aano;iean 1~cphooo & T~l~ph Co. paid ~ .. ~iri~~· ~·the 
rato of f,1l J:>er tilaare, tile dividends ~ting ..,.,ul ....,. !'" 10111 
during the 10 yeano. But, during thla ~ l O.yoar ~rtod, t!'• 
corporation oi!Ored riKble to purollase additional eeeuntiea _to ale 
stool<holders in lWl, III!IQ, ll~U, lillie, 1828, and 1~, and LD tho 

1
ggre.,nato roiied about UllO milliona oL capital fr<>m ale otoekJ.ol4en 

tJiiout:h the sale of aueb additional ~ to them, or ~' 
$100 000 000 more tban the aggregate dividends pAid to them dun111 
the ' ·Od. 

s!:"tor H AM'Il<OI. Do ~ ha,(IPtD to !mow whether the aeme ~-
pollY baa made 1111 IUeb oll'or lll>OO 18301 . . • . 

Mr. Hu& 1 do not believe ao. J am ~ f~ar lD ~I waUl 
their~ but they prolllbl] did not ha• e their. stod< requii'OIIIeJlt 
f:or upoonsioo' aioro that time. Y 0\l -, we went I,Jlto the very doep 
dep~ a~ that time. . -b· . 

Senator Hll'nNOI. 1 am wondering whether thoro IS LDJ~·~ 111· 
oifi..ut about that. . . 

Mr. H.uo. I do not think they would have any dillkulty today, af 
the_y needed the money. • • . • 

Senator JIUT<NO& I am wondering whether there as anyt .. mg lllg· 
oifi..ut in tho faet that tbot was done during the pro<ipetOUI yeo,. 
and none of it was done during lbe dep...sion. -:A ~-~ 1 

Mr. H M &. 'Well, Senator, llhink it is a W'l ai"..;..can~ ,...... t 
is difficult to inv<'8t in new buaio~ when earrungo are 11'\'nl down, 
to increABO the inv~ent in bUIIfte@S by plow:J;:m mp baol<. 
The only t.i.m& you can do thot is when you are money. 8o 
there is no choaoo. 

Senator H.t.om<~ ~ not Y':'"r argument rather prove thal ~ 
"'Y of gottins the flUids ba<:k mto the compan:r m the form of a 
surplus can haPI"'n only in prooperous ,..... and it d- DOt apply 

to dop.--ion yean 1 
ltr. l4u. In general I • ould IIY that is eorrect, aDd I • !>Old abo 

say that the only t.ime in wbieb you can rein~ ...miDp m a ""'!" 
eem ill during periodo 'II'Mn earnings are being~ and~ IB 
during p ro<iperODI ~od& In other wO<'ds, comperuH em> conWlue 
to w;ethis method ln general tloe~ do it during ptOIIJ>OI'OIIII periods. 
In general they in not earnings during pro<.lpUOOS j>U'Od.s,_beca_ in 
depl'688ion poriod.ltho:r would not hiave tbe ...nmp to tn•eat. 

&nalor HA8"ft'<O& Do ~ kn"" wbet!Mr the .fi.. T . A T . haft 
oontinued t~lr ;.gular di•idendt of $9 pu ohare since 18301 

Mr. Ru& I think they have. 
Senator U•m><oa. Do you happen to !mow whether they tool< it 

oul of tamin~ or out of aurp_lus, .,. a combination of the tw61 
)fr. BAA& I do not lcnow ollbaod. 
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:-ttllor n..uur. Tho ~port rel....d by the ,\. T . .t T 3 or 4 .to,...,.. ,.,..., 0.. ..,~ in 1~, J think, ..-.re the Ia~ ~ 
I~ 

'l1lo t"IWIXA>. SQppooo in tho~ <OnnediOD we J>Ul in 11 .. ~ 
&lot '"ol ...,.no( tl,. A. T. & T. 10 yoo can answtr th- qu .. ti6Qa. 

llr. n ..... Thal ia line. 
~ '''"'' ,......,",.. Tho last ~port wotdd not n-rlly &bow 't, 

bo<a• •thAlia tho p~ roar of 10~. 1 

btnllor ll•uLIY. I am glad' lo heor you admit that.. 
Mr. IIAAI. The '!'ravW!ri' lll5uranC6 Co. oC Hartford Conn 0 

.. ....,..,. olf•ri•f!!. of rights to obartholdenl to subecrloo ., 1 
llock at pu in I~ 1010. 19181 !OIG, 19201 10281 10211, 19-l~o 1~ 
and llf.IU, multi~ln'd at• ou~mdmg amount o( CUJlllal .took 20'r ' 
from I to ro nullions. 1111 ... 

llffial<>r llAI!TIMJ& ~Jr .. Cbainn•n, it s;oons to m6 that i1 111 111 
lntKm ~>owing that It lJI unrel80nable to exr.ppt. in~uronae 00.,. ru''" like that who hne modo that amount of money Jn th• Ill· 
11011 of lhtar bu<i- • OJ>e ..... ... ~·~~~~ .. :~r·~ l.ot objected !hat the issue of liUCh righ~ ia O(ltll 
U..m il inrreq.J~ 'r.;~0'1':J.O: ~ ~ the .Proclioe of. lasumg 
"'" """f'led br the Coaunt . I .. ons ·~ trUe. Ullng fig. 
Bu,..u o llu.;i .... u-,m rcial an~ F !II&JlCaal Chronicle, tlia 
tlaat ..,... ahu a.ooo.ooo,ooo 0~ lhe .Uniruo1ty .or lllincm tooCin>ated 
an 1.-$ lhrouRfa thf. olleri o capital ~ ..._, by eorporotioos 
Ia d;,.,.,.~ oudl otock 11DP. of JO!ell!lti"'! to. their Atocl<bold•rs. 
of ('orpora'"""- 1 il.tnda;:. :'o:r Deth"'!ng, '!' b,. Financial Policy 

- on "'subJect, says [noa<ling)· 
• ~ "'"'rtd •lliiOil 11 r .... • 

tad to ~~at..., lo 1!112: And lre3 •• 1he1 did 1u 10ZS 

Tht April G 1030 b U • 
numhor of ..,; ratlo~ elm ~f lb~ Standard Stoti&tiC'tJ Co. Ji~IB 0 
now rai•lng adtl\iion•u ' !ne<hum·Sized as well na Iorge thnt nre 

:l,C:~!~d·~· TllN l'<l~~1:~~~~i~!'l~~?u~~ !~e Usa!~ OfBJii'CIU'tti~e lO their 
• -er. 1Vh..,le~· Corp r f e n.on og & PIIJX'I' Co. 

~nile ll<flanng C<>., I be s7a~d':J !:p• Kalamnzoo Stovo Oo., the At! 
li~~.;O:l U1eOtFrrro Enomel Corpora~~ Co., dthe1GrtK~t Northern Roil· 

lt \Al,. • , btr COI'J)Orttio b o, an . t te 1nner A•rl)lltue ~" :, .:f odthllonal lll'<Uriti .. '::, 1 ~· b~~J.••s<d capital tbrou~:b t be 
FAi...., month~ in<ludethe Ed rei G """"'bolden1 during the pa>l 
(iranlto ~';"'~ Illuminating ""Co. of.~~~~ ~~urac~uring Co., the 
c &lid ' 1 .,. .. , Co.. the Ludl "'"'"".!1 we Ohdden Co the 
'$....,.,.~ lloll&nd Furoa.,. Co. 11111 Steel U>~ Spi•gtl .May Stem 
P- ba - ....... Lot .,.ask 
,.,..., p'~ !"' the val .. or ...lu"iii·,..Mrt. BFaas,.what effect dOH this 

""'' II• eamm- L...L • or ln.taft- · ( 
OUIMaD<bna -k . -..-· _,. mto plu• the . '":'• ' • ~rpo
oc.od:llolwn· • !' IUS! ,_ its ., re 18 no tn<rea .. 111 lhe 
...,.. ,.,,.... • ~· •f 11 payo it "'?"~.{; ~nd retains it (rom the 
of earntnp, ':j~"!<nt to the lllll:!~t~bat••denc!s1 and it~tul'l adell· 
•hal •Wm ,. ~ •nc:...._.,. thtir out.ot& - wou d be plow...,l in out 

Mr. u • .._ ou d that b ... , if an ndang stock to that extent· 

th• 110iut of ,.i1;.,h~ \"" '""'" cll.f~: ~h~ ·~!"•. o.r the 1tock I ' 
IC"!k, lila onlb 110 !lockbold•r · •...; 00• dav1dend 1 but from 

S.nator Jlu.~~=-do Of i(. ' JU-.;•ng tile market voJuo Of tbo 

----. ___ _ 
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Mr. n .... When th'l .. rolnp are left iD the ......-ponliUII. the 
litock ~flot1• th- .. mi,.-, ~- it """""' a ~ invfOitnwnt 
whieh belonl(!' to th<8 partacular l!loekhoJdtro. So•, if you •
tbe sanw ean~inp out to liK' •locltholdti'B in dividench, the marktl. 
lends to ,-alue th- aamo ean1ings higher than if tlwy ••re ltft an. 
No,., through ltock righlf, if the otoekholdtrs jw;t tum rh• .. minf(W 
bock to the curJ>Oraliou ~in, my ot!ha.nd opinion would be that 
tbe stock, or that d>e ••rnmgt, would tend to be •·•I~ lughtr tban 
if the earningfl wera lett in too corporation . 

Jn addition to thaL, tbo earoingfl per share of the corporation 
would increllle by dt<l deereo.se in tuation. In other word~, 1 lar~ 
corporation, or tho averago or all corporatiollll, present CO'I?O••tion 
taxes is about 16 J>enll'nt, 110 yon would have a 16·Jl<'•cenL rljthll In 
earnln~rs JWr share. 

Senator n • ....,.. In ~our opinion, would the ot.ockholdors value 
the stock morn highly u1 tho corporation which tkcla~l all or ill 
surplua than t11ey would the nock of a eorpontion that bod the 
wrplust 

Mr. fu•& I woold ""Y the tiWCk whiclt paid out ita cumnt tam· 
inj!S ..-maid be mote nluablo. 

&nator DAILEY. llow long woold it pay out dh-iden<IJ afler it 
dropped the aurplllll1 

Mr. Hus. In th;. biii,.Mr. ~tor. if.yoo use th~ word ">urplu1", 
..-e will """' to rontine tl to tbas llltlnmg: That ll means cumnt 
tamlngs. ~ow, if a corporation pays out. its cur~nt nmin~ and, 
~-of ita ft.scal poliey, My, "'pidless of this bill at 1ba. prt'Ofn~ 
tirue, it. decide~ that. each ~ar, in order to~"· and expand, it has 
an outlook (or a profitable invomnenl in capital of 10 perc<!nt, py, 

in a year. ~nator Di\H.ET. 'rha.t might be trne in the ~.se o( a eorJ>Oration 
that hod" fnir value, but that;, not truo in the ease o f a t'(lft>Orotion 
that doe& not havo n .,urplns, or 1uas a W!ry small tiUrplu~ l~ it. yuur 
cont<-ntion it.. would 00 ~ business for it to 1aceumultltC a l!jurph18 
and foil to pny it out in dividends! 

Mr. Jl••& 1 would ••Y, whclbcr or not it is o 1.~1 fi""al policy 
of the oorJ)()rntion to accurnulat.6 a aurplu.s or not, J llunk th•&. would 
binge upon this qu~tion: Dy accumulating l'iarplua il meant you 
need more capital to rein,·t.n m I he business. 

&nator llAnrr. 1 would not stop at that point. You may nut neo<l 
more capital to ~in•~t, but your surplus Is an aSSi't to tl>e corpora· 
rion; it enhaJlfM ite CAdit, 1t. rWe'"es it of the ~ty of gum{[ 
ro the bankcn., it baa I~ own money to opuatt. Ill it yoor tltf01'7 
to cut oft' tholllrpluat 

llr. n.,. .. Mr. &no tor, you ... speaking or I ""'flU& Rtin.-. ...... 
eamin~ means thn i~ ;. ~ pan of the st~oldera equity in a C!Or· 
poration, capital otoc:k ~t>reetutinjl part of it •nd ourplus ,..,,,_.nl· 
Ulg the other part. U is 1 liabil•ty, and you cannot .pend that to 
belJ) you in any instanre. you ~. 

Senator BMu:Y. You mean to Hay you cannot use the 1urph11 in a 
corporation t 

Mr. H u•. Whetlltr you cau Ul!<l it t)r not dep•.ndii on what I~ it 
in,·estec:l in. 
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Sonatnr U..11.n. Watt C>lll minutt. w us talk plainl1 a""-'t II. 
Yaa ru -~~. lllJ<I do- il, bJ•po~g it. The aurJ>lllll d.,., 0 ,4 _.w 111 tbf tw>rJ>0111tMl dotng nothmg. 

Wr. 11...._ l ote wbatloa •~ driving at1 Mr. &nator. T willt? 
w .mob m.rwll d ear. ....plus &<CUmulated out of earnonga ; 11111 
_,. tloat .. mmp ban ~n rtinvest.d in the buain--.ne,. ta · 
W hu p>t onto busi.- The surplus itself is a liability I t ~ 
loojlO w wiKJ<f!r owus the wet.. Now, if the sutpll&l, ;,hich ia 
$100,000, .•r, b inr!"t'!l i~ • at<el plant, it is of ~ aid to the 
hll>lllfOI, tt h .. rertam llgnofieanc:e to the busin.... However if ' t · 
~It into Oomnntont bondB, it lbtrtl is a sort of an inv~1t 1 

,. 

,'""you,,. • ., lictuid fund which you can c~U on bu~ ju~ the ~· 
art,lh~t you ~···• a "'!'I''"" indiioted on your balanoe sheet ~re 

not. an~he~ct-, Without lookmg o,·er to see what. the condition of doee r' II, yoo cannot tell wheTher or not one oorporation ia in ~ur 
..J: ~~';'Wr lloe dtp.-lon in an emergtncy th~ anothor •[ 

• • wo rorporatiOM, one thot each year instead of 1 • • 
ot~~au.'l'ua,.rote ''up into capital and thev ca~n.d a • -·-t 01

"1.ng 
• .,.., -r kept a large pro...,... f •• . ,_., . """" po ocy 
d•liclft, aoo another rorpora.J;;;;':' 'he u.eu- ....,.tt m a liquid oon· 
they .. ,.. optwillie about bu3iDos! t ~nt l!t&nd, and ropl"* 
lha pbnt. Wo will 1111tre 25 and sal4l, "We woU put it rnto 
~ of putltft« it into Oo•~':!i ~:~ti~~}tthinto the. P!•nl 
p nt and thef bad a big aurplus. bnt the • """ ey PII,C. ot IIllo 
surph• ... ,.. •• lha roadi' . . . ._ rtpreaenll that 
wu no help to tht111. 11100 10 •hieh thty "'~ nonliquid "fnd il 

S...ator a .. ...,.. You •1 "no•'"- ' d" . . 
niatiHntry, for lutanc» To :LU:'II.fw 1f tt was an in\"etbnt.nt in 
••~;''"' Ut~ <alue or the' &lode !\:' 1~~ t'd, m~ qu.,;tion, would lllat 

• r. u...._ ·ro an ••J><rt anal.!"~ • •nT 0 • stoekholder or not! 
.... ,. to he oonoe ma fc 1 the' no. 0 tho general ublic there r"tl'l analy>\ 1 wuu~d .. ~~~0 n° Hrp~us on tbe other a~de. 'fo llll 
oo.,_ •••r lo oet~ what h•ppon<d 'to tb .• oes1ns I altem1>ted to do, ho 

._-.rnacor llutcr.ty At IS surp us. 
••ean ra;h ill bonk! . a Ulntter of fact, surplus does not a lway• 

Alr. ll._.L No. 
~~ll~r UuK.~o&Y • And u a m1 ""lr.n~.w.ko,do !t I\" tho ,~ro£1!~ most peopl~ who inveat 
S. · -'AL at ., ry,:ht. & ......... ng a return 10 caah .. 

DIIO< lliiiJO.&"r • Jr I • 
~ '*"- alwap and tho~""' plo.-oo ita earnings bank into 
btJJ a ~•It, t.oO in.._ in the ..!t'" gol no di.-idtnd, they ~t, 
..... "" , • • ftw hand<. like ~the stock ..... ,.. eloiel rto.r",rt!::.a: J:<!~ :::._ "":'::': th't we mow 'lf ~hicL 
tf a t<lf'pont ....,_or lief. it .. ide ftD ~1190< .. the1 etther 
bo.ir iato .,:' .... • '""tl J>triod of ... ,.. 181 aurpl"" anyway, but 
dtllruJt,.u,~ •wl potd out 00 dlride '3:!«~ ~11 of ita eaminp 

Air. fl ,.., That ~t "!"'bk to the publi..._is"th !' tmg~t have a liltle ::tt..,..,. n I! flg t. •• not ngbU 
flluablt "'•tn. While the · 
ot<><kho~<r;'"~1:l!'•fi<ially •poakf.~~~ of 1 l urplu• ia no doubt a 
thn rlrntl , •• .,.._ lllo•oey in orderi" not 1Pl>eal to tho a venae 

Mr. H • .., Tha• . . o got • return only-i~ri't 
• II roght. 
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Sooator B.dJWlT. n.. two th~ mlabt ol.oot each othfr io ~ •• 
milliDg lb. pubh< pr;.. of a atoek whidt was oold ,., th• ncftana!rs. 

Souitor Knro. May l inttm~pt r~t there I Ts it not a fact1 Mr. 
B us, that nwty peroons pnoftr to join in a po1iey not to tfllirlbute 
the eamirtp but to plgw th<om back toto the bitsioeto in ord•r to ha"' 
it upend, and they ,.._rd the i...,no_ in value uf the atoek u m""' 
important than the di•id~nd I 

){r. H.ua. Thore ill a (!"<>l!P of peo(lle that is higbly in~~~ in 
that now, beeauoe b,y doing that now, tf your income i• larl(6 ~nougb 
to get in tho high-uwontl' bracket, it may be up in tho 715-peroont 
bracket to them, Utey huo a great iute...,.t m putting it l>•ck or .. ving 
it, as you might ""Y• IJ<.caul!tl for each dollar they put in they ""''" 
paying the Oovernm~nt 76 rent& 

Senator D•aaLII:1'. b nut Utnt true largely among oorporations 
whore the atock ia owned by a •·ery lew people and where they 11'\1 

indifrenont to dh•id•nd•, wh.,. they hne got plenty o f moMy on tho 
outaido and they do nvt ha•·o 1<> depend on the dividends of that 
perticular ltoek for a lh.Jngt 

Yr. H.u& That ia ri~ht. 
&nator BA&KLCT. That do-. not apply to the gnost mass of stock· 

bolden!. how6\·er. 
llr. u.... .. That ia right. 
The CrwnuY. lllr. Jlau, in that oonnection, •uppo&ing you ha•·o 

a cl.-!1 owlltd oorporatioo that has piled up eDOr!DOWO .urplw.eoo,like 
the Aluminum Corponlion, or lib Others that I millbt call, a ltoek· 
holder is not ~rtieularly anxiou• to get the dividend'btca...., it would 
go into the ht~her pri--in that"""" is 42.5 percent &8 a muimllln 
rate high enough to penalize lb- people or to force di!!lnbution of 
dividends! For inmnce, they might have to pay 75 percent if tboy 
own.d & great buJk of tho •toek, and they 1\'0Uid pay 6.5 perwnt by 
leaving it in tht~ro u a surplu.L Would not they, as a choice ootween 
tho two proJ>OOitiol\81 leavo it in the oorJlOralion and pay 42.5 percent 
rather than distribu~ I 

lllr. H ull. That qu•stion, Mr. S.nator1 was di8cu89ed in tho Way• 
and Meana Committoe eomowhat along lll""" lines. Tb•r~> ia • JII'O
vision in the bill in rtgard to that. 1\fr. Kent nould probably diiiC!IIlil 
that provision. 

1\fr. Ke~.,.. Sect ion 102. 
Mr. H..a ){r. Kent. would you mind discu!loing-thatt 
Seoator fun.a1'. Nil CfJ!o your view now, the ttOckhold•r'•atnse of 

value of his = upon the accumulation of tho 511rpl01 by a -· 
pontion

1 
is upon magic ami not upoo -lity I I t is DOt 

<81ity· 1t ia magic! 
Mr.~ That is just a part of lM stockholder's equity •l'P..-.1 

in anothtr account. 
&nator Bo\JLII:1'. Tbe atoekbolder'• equity is not magic! 
Mr. B.a No. 
Senator n ........ The equity it a .,.Uty, is ituotl 
lllr.lUu y .._ 
Senator Geoao&. Mr. Raaa, let me aak you 0116 qototion. You ,r,-. 

no liguifloanee at an to the surplus thown i,D the lii.nk otawmMtl 
Senator B.l/1.111'· That ia the m&lric. 
Mr. IU•._ Sup~ you are a itocllbolder and you look at an ac· 

<Ount, what 'b your equity lil the eoncen1l T ou looli: at 1he eapltat 
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O«<OIDt •••I tho ourpl01• a<l'OO.Dt, the two of tht nl tOI!"'htt· 11 
the .. hk jt>-t 1~ th~ir capitalization the day twf~ ,~. )J:"; 
That to tbo pomt I aw trymg to make. • ) 

:o--s1.tiM Jbn.r1'. IIQw do you iDt'l'eeSecapitaJizatinn t 
)fr. Ru.. Oyd•dann~t ototk dividtnds to the hlockhold•r. 
~ ..... , llmn lly i"uing •tocl<holders' eertifirat"" t"'uai t 1 

•urvl•~•f ·• o tat 
\lr. ll u .. Y ... 
$.-naroor IIAto • .r. llut that would be mugic. 
Mr. II •""· No; I .toould ""V the <ituntion 11hyed 't"l th 

Aome ptOpl~, lA~ nwu, might tlijnk, "'\Tell, it would be Jtx1Uer ~~.,•·h~.n~. 
1 Jllrplu.,. ln tlwrt." •'«' 

f 
~ ....... eo ........ Mr. Haas, let me ask j'OU. qu~!'lion y l'f 

!"''ntlllt'd 1 who it• a~o bet•·~n the value ol ihe stock o 1 j 1 "" k 1 
• 

,i!:.~'h ltlio-.t Chat J>Rid
1 
~ ca~h di,·i~eod out of curn>nt 

1f'(l,.~~~:::,•~ra~j 
, 1 •rtlunultl t'l 1t. Now LS not this o1 ( 

1 f<•l•l•lollyin~ >t<>•k. if lbty get .. little ea.<h d' 'de redaliOn or thot 1 
l'fnt .,., •• ,...., tf thtv ~...to lhtt 's;ht ;,v• on out o f I he cur. 
wonh • liUit tnort tiJan an ! rJ . now, t ~tl to thelr mimi. ill 
olt>lnl'lttd whirh ,.,. Ito d' .l~rt<y of a dtvtdend which i• nut 
• .. d io,...(mtnt and looe a :':i it,' if~ be I~ !hey mi~tl!l rnakr 
hom an "'ho•l<'f<l ralut of tht oert"fiea • get<; tt right now tt IP' .. • 

\lr. llu .. Th. at i• ri.l!ht. 1 te; IS thlt not truef 
Nulur c •. ~ ~At.LT G F tha h . 
Mr. u..._, That · · • -. ~ I e differentia tion t 
~n114Jr lt....ms .. ~~ r,Ml mlalm dltftrentiat~on. 

I · ·~••· a.._ J wouldtiket 1m h 
)'<lU ma< • All) l"timatr along the I' f . O ow. w ether or not 
tu makr. Take • $-l 000 000 me. o an illustratton that I want 
•nd "'!''""' it urr..;l 10 corpontlJou over a pet·iod or 10 yean f'"" O II out Ill it< >IO<k~ldent o.f ~000 for 6 years, but I>Oid 

IJIOO,tlt10, and it t ~nid to the Go rs, tt wo d then havo aceumulntt'd 
:•ow, to llf)~M~ 1l1ht; tnd Of !J ·e ver!lD,U.\0( eateh year $32,000 jn tlt:C(\8 ' 

,:~~:'i\00(;~~ u•i~g •!I of lh:'::,1fii~,~~~ tts Pljnt, ~vhat~v•~ it; 
Mr II 11,•1• 1 111~1 tllveament· isn't 1118, ~r ••

1
•rp 11$, •t will tben 

· ••1. tat dtd tl , d ·[ • ,rue 
tboy .. .,.td il l ••> 0 ..,, h Ute surplus over the 5 yeartl thot 

Sen11or 11...,,.,., 1'1 . 
Mr. ll.ua. J u<t ~'I"- ~~uu!!L kept iL 
~••tor n..., , as. ,. co.~tt 
llr, u....._ You ~ 

l..t). l•laot I lllflo m liquid seeurity that they ooutd 1 · 1 ~tflf u., . ,. urn m o 
~l'l•...,at lh.~oa. l ea. Mr figures ma 
··~ ..... rnattritl of.o ,...,.. it $pent the m~dbe na<tly oor~. ·-...t tho ' I ' IO~"'Il l•bor to a let f olla,... by purcha... 
IOpr....,,1,.,a1;: of'!' plant bT ~:o.. or what not; it in. 
~J>v; lte ta.;:"''~ hne ~n ~ ~t eontinueo to earn 

~;.~I!!~!· a::':~ o'f'rn~ rate ,.!ill U,~~~~r,,.,:,~ 
$onator 11.., · 

,... .... tho 6111 sos. ! .-•• •ondcrin · 
dtrllltnd and tl! durmg "hieh tim! thhetber, OYH a P"riOd of 10 
.. ,.. "''•• l •u w':~61 ""•• they we.!Y m~ki"' a~u•.nulaling this 

• "1:, from the Govc ng dmdond~ at the 
rnment's point o( view 

I 

uvuua Acr, •••• 

wbkh ..-oulol ,i.-e the Oo_,_.,t lhe moot DIOOeT1 under the o~w 
plan or undtr tla ol<l plan. 

I am not u~••« you to al~Pft' thAt ri(bt otr, beoauathat i• a 
n>Oft or '- complicatfd quNtJoo. I Utink 1\ would ba nry bolpfu1 
if you c:ould t...., 1001e ouch tU...uatiOD u thAt and- jua wbe"' 
.,.. • ..-ould land. Of eollfl'll, I ..ume you would ha•e t.o take into 
account tbe qu...tion whether the <-•""'"' of that oor.....-tioo wtre in 
the highu bracket or tbe lowtr brocbt, which would, I ouppooo, ma!re 
a difficult problen1. 

Jlfr. Hull. Yos. T could put an illustration in the record along the 
lines that you have llt![ll'!Sted. You have to mako 110me a"8\trgptiono 
with regard to rtockholtlel'8. 

Senator IIAIJ'MN08. I IIUPpoetl thot is true. 
:Mr. H ull. You would have to mako eomo .... umption ao to tho 

period in which thil tool< place. Shall we say JO years previoua to 
tbio date! 

Senator Iti8Tt'NO& I am aMnrting a period of 10 yea"' when the 
prof.t• were jua the amo, 10 perowt on the in•·estment during th~ 
whole 10 )"ea...., the fin!l 6 yea"' 10 ptl'OI'nt on 2 million and the nut 
5 yun H! pe...,.nt on ~I><> inerea.se, which. would ba a million, 1- the 
t.ans that bad !wen p&Jd. 

'The en.u..u. ... And follo'll'ing tltat question will you put ill the 
N<Ord ~~tvel'lll uampiMf 

Jlfr. B.u& All rijlbt. 
The C1Ltta>U.lf. Are there any other queslionst 
Senator BARKI.IlT. In that conne<tion, while yoo a .... olf rour manu

script, oomebody h ..... ucred a (!OOd deal of misinformotion; a good 
deal of misinfonnation h&ll bet!n broodcast. about thi$ bill I am 1((-1· 
tin!l a lot of let~rtl complaining bec&use it taxes existin,t! 6Urplu!IH 
that have bet!n created over tho put. Of ooun~e, it d""" not, and I do 
not lmow who started that story; but I would like it to be put into the 
record, and for tJ>e pre88 to CArry, that this bill dooo not oouch at all 
<>xistinl[ surplullt\81hnt h .. e boon created in the pl08t. 

Mr. H~•ll. 'n1at io right. Tbo bill ooncentS i~f only with cur· 
rent eanungs. 

Senator LA Fo............,. On the otlter band, Senator, eome people are 
critieinnjl the bill boctiW!e they conW.d it ia going to give a com· 
petitive advanta~ to oorpo,.,tiont thathal'e ...,..mulaled surpi..

Senator BuKU'J'. Well, that may be. 
Senator GllO&o!lll. Mr. Hua, mav I say for mJ1101f it would be far 

more holpful if you <Oncede. "" I lhinlr you must....-!<, in the li~tht 
of all the btt'<in ... exr.rienee, that ......on.ble surplu'""' and a reuoo· 
able a"""mulation o OUI'f>l"""" ..... u...-ry. and thi• bill d- not 
make impo;ooible the aecumulation of rusooahle surplU1108 to t.ako 
"""'of the ordinary affai,... of tho corporate orpnization. 

Mr. Bull. I Ill,.,.. with )'OU perfeetlv. but. what 1 wao tryinj! t.o 
explain there is the different ooncepts of this term "llurpiWJ." 

Senator Gr:orooc. Ob, yell. 
Mr. Jl..us. l'iow, S<>nator, I agree with you perfodl)', b<Jr••""' I 

lmow you are talking about the accumulation of ---.or t'Oit It 
JOtrplus, if you wilt-which are in such shape that you can utilize 
them it a contin~ncy aris8; but tbc.e .-.may be O"P...-1 jllll 
as well iu the capitol o<lClOUnt or oeparate account, 'i moan the caplt.al· 
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.,...., _,._ &rplu io • <Opital -nt. It ia j .... a ltl·luU<.J 
•u• whl<lo I wull}'l"l!. lo uplain. 

Soea1or G.-.. It augtt~ bt apo &&d ;, ditrerml _,., hut, 
_,., of pmJOI bali-apen._ it is a far dilrtrtnt th u • 
ldull7 bra • ourplus and rtl7 u~ your ability to induc-. ~lo 
loold.,. 10 buy *k, to urreise thtir rights, frOm goin 1n • 
•rbt and atllilllf yonr 0,.. """"ritits. ll to tloe 

Mr. IIAA& U olio•-., Mr. Senator, if th" account ;. loept in · 
onr •r~trlod this .''"'"Jl"11Y has grown out of eamillf!*, diat lh':'lo '

1 

-elh•ng to do WJlh the creditl because it is in tho biJan..., ahtto u 
ij(,niUor OlllOIOo. Undoubted y it hM somet hin~t to d w • t. 

•rodol. Yoco do not need to .rgue that faol I know lh: 8 '
11
1' ~ 

not "':h'i'Y· 1 r thit. bill d!"'S not matre' tho aecuonuLtU':Z 'i " 
moon • anrpha pog;oble Wllbout an undue burd tJ · 0 .• 
w~u!d be (•r better to fortgo i4 but 1 b~ th t th .~n, wo ouolc ot 
thmmaH•· Jll • larg*' measure the accum t ' • t 18 program n~ay 
amount of I J • a IOn o an unma.sonabfe 
r-illo an~'!.b at JUst ~lo me you ought. to lllart wilb tlJe 
~able turplue. - · tboory that tJus d- ponnit 0 

Sonator L.. •• . OIUrlz. As a matter of fa" 08 I ~ . . 
~oon ....,mulat .. ao ... .....,, 011 whloo ~nd ot, of a 
l'ffD •• UlltUU,.. ..-.., to th6 •If~ that tho llOm6 teootimooy ,.... 
.._ ...,..., of ....,mulotioco 0\'tr a JO.. .~ll;t a no':"'al, aftr· 
~ ~ lhoa tbtr no ... P'1 under Je~~f.: 1.:•~ will payluot 

• '"'"~~'· tbat 11 for oorpo ti g • 
T.loono undtr.$10,000 it 'nO! 40 ra OilS over $10,000, and fw 

r, llua Thalli right, percent. 
The Cn•.wtu. Anyway th l. . .. 

at tho IUf!KOiiiion by the ..;...Ued 1$ a ~rotoCL~ that was 6rst burloo 
~~ a •'fvi,'"'• and the Jiouae bu"":: ... .:OP~•, that. there ought 

&l~:mil•AJ. ~~10) '!~1 is reosonablo :m.on~ at by preeent.ing a 
Sc-nato K · 

11 "•"t. 
lfr. H: •• :;~~?'>toY~ havolhatin this bill! 

Dltllll 1o • ' 101Cll'eiUIO U>e size f b • 
iQjll •ou 1::".~4'!'1 your ~arnings, and in :rd ""t.o'"~ under thia bill 
~tt:fon litt •" m surplus. Tbe.ruso . er rem vest your earn
retliao that"'',." .. pitAJ and ""'Plus ~ ~~ 1111 mucb as I do tho 
Ulllllf it furc't:'.' I'":~ ~a~ the ~~ ... !.,"',~ny .~rpontions 
tho- ......._ 1 Y ot .... littla .;-;"-~- --•~lw•OUt tum· 
it Ia ban . •. '"I o tto >tart a .. -~ ......_ you aamiDe 

&oaa~<>r ~a •rviU& .,.,.. corporation out with a IUrplua; 
.. 1 ouiool G. It lOOt that to take 

llr. l l.ucc. S..... Scate care of aome eonlingtMy that 
S....tor Kn<e. \' Ins meb it a1on · 

- l!!<lUftlt!r U:: know -.., bosin ost nnperati.-o to do that. 
~~r. U440. That is "!b-b You ..... ::.r-ard'\nter ~n yt&011 

1 
.,...,,.,.. K.... 1 h "*1 t. . oze buat-

t waa """ly 81 "' on mmd a · · . 
'b" Ollt ..,tion ~· It aoti<ipa~ COrporation in my State. 
"' 1 - ~- • out and the h •an Years. Tho ore d · ~'"hod tod:roU:1 ~ld not hi,.,,'d to explore. If they dim~ 

:oo:.tloey ~ad -~~~::.r• Oillof e~~~.l''::,~~r\n"'l~· t.tiey '!fOtUd 
P..._oon ~rn•, illftead~'dU~d!"d tl1o~sand dol~~~: 

grng tbrur men they kept them 

Uftllla ACT, ltlt II 

at work. 'fb.y IIOade no _,-. Tlot!y uloa..-d all of their ,... 
...,..,.. and tlo<-n, be<'&- !Mor <redtL bad btltn JtOO<I, they botTond 
$600,000 nlOI'f'

1
and li••Y ....... l ... city, aftCI. tM town, M'ftd hllll• 

dftill of fan>i - OtMr corpontiool thU did not ban lb ... ,... 
.. ,.,..., bad to ct ... down. You would - wan~ to adopt a poliey 
that would prtdoda the ...,.bioo or tho ~t of a ,_,.. 10 
-L .ontin~ncieo of thai. kibei, would t""t 

Mr. H AA•. No; tOO point 1 .,. .. making is that under thia bill a 
corporation would ha\'6 e•er•y facility to reinvest in !Mir butl._ 
and create a enrplua at'COnnt if it wants to do that. My other dl&
cussion os to tho l'flatiol\•hip btt•- capital and suoplua aooouata 
is to show there iii no difl'ertnoo between them. 

$el\ator Kn<o. fs it not a wrong allSumption that moerv .. are kfl!' 
by many corporationa only for Hie purpooe of evading tllll;'l b . ot 
not a fact tlllt they koop th- ..-rves on ordu to moot c:onungonCJea 
and to ttks care of lebor and to o.void an economic colla pee in their 
respective oommunitieal 1 know that is b'ue .ntb reo!pett to minin« 
compani"' and odo~l"ll that ht.ve many re~ 

Mr. lLu.t. 1 an> eooning to that. 
Senator BAuLCY. Let ut take the <UO of a corporation that on~ 

nat eamingi of $100,000 a ytotr, and it deci~ to distribute half of 
it; and that ~ion ia wholly within the pro•inee of that. ecwpo,.. 
tion; now, if it koops half of it in it.B tre.suryt th.n it J'"I* thO tao 
undn this bill in whatever bncket it falls; U>at tax 10 paid; and 
then the corporation COIIId tako the balance of $60,000 that it kopC 
after paying the tax and put it aU in surplus; isn't that truol 

Mr. HAAS. That is right. H could do i~ that way, and it could go 
out in the market and lt\'1. new funda and put it in 8Ul'piO& 

Senator B.-aKun'. Ofi, }'ttl. 
Senalor JIA~~TtNoo. WoH you not follow that little furlh~r and ftnd 

out just whnt would bo left t 
Senator Buou.r.Y. lt would oo necessary to make a calculation on 

the bracket in which that 1&00,000 would come, wbieb, I think, Is l!llt 
out in the table in the bill i~lf. 

Senator Co><NAU.Y. Mr. H eas, let me ask you a queetion. I n 
an...ering Senatc~r 01'0~ you oaid you ~ with him; and I do, 
ton, tha~ It is clerirabk\ that corporations eecuonuLtto -.onable 
sul'plusos. • 

Yr. Ru&. ~ ... .., I think Senator George mtans. We would be 
using the same ttnninoi"'Q' • 

SW.tor Col<l<.U.Y. ll<iie,.,...,l 
Yr. B.o..._ Yta. 
Senator COl<lUU.Y. In otbtr worda, a fuhd oott and aboftl the 

capital ae<Oilnt, the ordinary capilaliaatioo, for any need that mipt 
arose. 

llr. H.o..u. v ... 
Senator Col<l<4U.Y. On the oth .. band, is it not economically un· 

sound and undotirabkl, from a -'al point !'f ~. t!' ha,. lhml 
retain all tlJeir 81101>111'1, to ban the corporatJon JUit por. It •P. and 
not d.illtribut.. il8 dioidttods and bringing,_. and more_. Within 
the control of a single tntity; is not that harmful to the ~I ..... 
fare, and is not that economically uruooand from a brOed, libl!nl 
standpoint! 

tiKil-PL t-H--1 
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llr. IIA.u. ! think tt it; aud J .nu make a statoment to that t6ett 

,....... . t :;.,."" c .. -.-•. llow •• that . . . 
llr. 11 .... 1 .,,.. with JOU, Senator, that tt IS eoonomt.-.lly u_,. 

-..L 
Tho ('u """"'· All right, proc.-eed then, ~.lr. Haas. 
lfr ll.ua. ln addiuon to tho funds whtch may thus ~ rab..d 

~,.u,.rofitablo oorporatiODll, large and wWJ, th_roug~ the o~ermg 
of ntw •tOtk to tht1r ttt~kholde~, large wrporutaons, Ill flartlt.•ular, 
will rontinuow l-, uthey always h•ve, nccOS8 to the 01)!11ni<l'd 
Clfltt•l morkeu or the di,.....·tllototion of securities U> (>et110ns othrr 
than th•lr txi&ting ooeurlty holders, owd so wi ll oo abiQ to raise ~ncb 
••l<ihlond ftutd" .. Uley lilA)' uood through tho alTering or •U>rks 
ond b<•••l• for (>Ublie aubiocrilttion. 

Xtnrtht.IN<, till',.. oro oome who orguo as if capital funds ob
tao,..l ~y di"'ft ,..inn>•tnwnt of comings, and thtrefore cr<XIi!OO to 
u tc-<nUil\. rallfd ltUrfJIU!. l1ne a special magic about thrm chat 
aak<o tl,.m....., .-aluoblo to a oorporatio~ than capital funds ob
tatlW<( through Ollwr .,...._ Titus it :s contended tltot. cor()()tations 
•lib _larJ!O alCUmula~ "'rp!llliOS ..-ill be in • strongtr <:omJ)ttiti<o 
JIO'"""' than <OrJICiftiJOn$ 'lOth omalltr or no rurpl..-. Thia con· 
"'"""' dooo nol .. nd uamination. As the members of u,;. com
'"",...,. nll on~\ tht itom of surplus occurs on tlte liability fi<lt 
of • «>rJX>flt""''• IIIIWI<e ~ and does not ,_rily rti>,_n~ 
n..h. or markfcable l!letUrities or invtntories or any othtr l\'Pf of 
h1•nd .._... In many tasf& a eorpontion is born with a Muri>hlS at 
• ...,It of tht uptdotnL of und<rnluing its capital sU>ck on ito boolat 
••<I rolbng !he - of illS paid·!" eapititl "5Urplus." In other c"-'4!8 
th• ""llhll tt, tho "'!'ult " ' jltvmg • large and llOmetimts Rctltiou 
nJne lO 1111:h mt•ntrblt use~ a.s iroodwill or patent. right& 
~1111or llAkkl.&Y. h ays m othe.r eases." You tlo not. mean "in 

oll~tr words"! 
no!!;;· ~~"14".•Iu olhtr cases''; yes. .In other. ~nses the surplus is ~ht\ 
lonj(1blt II' ong • larl!ll ~nd llOillttunes !J.chbous valuo to •uch on· 

tinorot ~ IS goo<~w,IJ or patent rtghts. Jn no case- in rny 
~ ouq:h:~ i! ~~ .~~~~~ that!_, ~rpora~o~ with an aecu'mulatNI 
ntioo with <qual ~r "::Jmr.-·•t:~• ~t·~ Uhan another corJlO: 
.,. .. ~ttnt that h ., •uno,., liabilibts· and equall~ Jl()od 
J>Ot on tha ,._of :,.n;:i book ourplus. I ~m ~ng_"surl>lua iJ,.rt 
,;,J. of oht bolanoo ..__ ng 1 .-...-e. ll .s a habthty on the other 

h woold ""• •rpoarobat . 
tbo 0J'"""un1110 1 no a>rpontion, large or small, offoring 
dlwb.1 10 tlo ltJih.::":i:!';lo P("it to eaP.ital io mort liktly to ~ 
than •odtr t~ ~ .,._.., ~f or UPI_DSlon un_der the prop<JOod 

Th- ...,.111tra1 iooo a 1 ""'P'ation tanto on. 
ft""""'!•K inciDIIri<t tba:rJi, ':f Ieos to corpontiono enl!"f!l'd in 
ilt.IDitr.._ A <Orporatioo . . o to «lrponhous tnga~ Ill &llble 
- "PJl<l<lunit1 obu it en!~~-:~ Ull$1alile industry woll hove Ute 
~•nk'~,t~rio<L• of P""'lltrilv "th:!~1f •hccumulatlng CAJ!i!ol full_d8 

"" <lfl> •nd otben, 111f ' ( . "ti"' t • sale of securtlteo to tll 
"'"fit •• a bulltr . .. ;,lrt ~ ~00011011? the.. funds in t<urh w81,. u 1~ 

·-e.. ..,...n so depn!Saton. • 

~nato.- D.uo.rr. That ito JOUr thoory n2itt th ...... ito it not, that 
the ,orpttrati<lt'l ..-ill undtrtale to t:rJ"'Dd throu¢1 tb .. oaJ.o of -ur· 
1ti .. to Uhe o;tocltholdl'n rathtr than buyinfl: new propt'rtyl 

Mr. JLua. I would "'1 it can do that if it ..n.!w. h can plow 
hacL ••rninWt i.n •mall corporat.ion• to the extent_ of -10 J)t.-.:.n~ uf 
its annual eanUIII(ll and pay • bttle lo-s tax ~han tl pap now. . 

&mator B•ou:r. You do nol MY hero Uhn n can do tt· you aay tt 
woold ba,·e th" Jllllle 011portunity Uhat it enjoys now. T he diftk-itlty 
js finding • pttrcha""r for the •tock. 

Mr. H.us. That I• right. 
Senator DAuJ!T. Tho other is gelllng profits out of your annual 

iJ)COmt . your OI"H!rrttion.s. Now, which i1; e&!J.;er when yon tomo to 
exp1udl 

lllr. lLuo. Well, if you wanted to hold 100 perctnl of your e•rn· 
iogs I do not tl•ink there i• any qu..stion. if \"OU wanted to hold back 
alf your tamiJ~go. It U. just a"question of_ a 'bookkooping entry, evell 
i f you ililloo rtghllt for a tar~ corporatton that bas """"'" to the 
ca~tal market& Thrro is a httle moro labor in that. 

:;enalor DArLrT. The problem is ono of upandmg the Ol>trationa 
of a rorpontion. You trul!gooit the wal' to do that i• to go out on 
tht market and ~llotock at whattver price you can get for tho •tock, 
,-ou "''!!It'S' that that ia a fta~ible plan! 
• .\Jr. H .ua. That is a ftuible plan. 

Senator B•nzr. Whertu, under the present S)""lem, the !t"ntral 
pra<1ice i•, after you IC"t ,-our <:orpttrauon going to plow Melt a 
ctrtain proportion of your pro6t. You explain~ it m that way. 
That is not a.ny better way than the way of guing out in the otarket 
and selling capital Jtockl 

Mr. HA••· 'l'h•t i• not tbe way in which I put it. 
Senator B•n.ll~. Woll, read that paragraph then and 1100 if it Ia not. 
Senator BAIIKLn. What you say is they ha,·e the same opportunity 

to do either under this bill Utnt they h~ve now. 
Mr. ELus. '!1tnt is ri11h1. 
S.nator DAHKLJIT. Tho only difference being that the a.onount 

plowed back might bo affected by the amount of tax they pay, 
del>ending on the amount they relu.se to distribute to their stool<· 
bo ders. . . 

Mr. B .ue. It d- not prohibit Uhem from incrtiBing tn I!IU. 

These al"enuea are OJ)tn to them. -
S.oator B•n.aT. n tat deponds alt~'tther on wbtUher you oould 

sell Uhe otock or not. l~ ia rather diftiC:ult oow w sell the ltoek. 
Mr. RAAe. Wt ll, without disc.,;ing that, I would like to trio;e 

~~eral illustration• of (OIIIIliDits whieh are actually now, at thiS 
moulf.nt., iMuinfl: •tock nghle. . 

Senator DouLIIY. Well, nock ngblS are au entirely diftrtnt thong 
1rom the selling of otork. 

Yr. Rue. Yflt; in Jtock righl.ll; there is..,~ coercion in that. 
Senator n.ou:r. This is a matter of selling stock. Tau your 

l're<;ent situation. AI. a maUer of fact, very It! tie ~oclt. by wa~ of 
addition to the preiK'nt lltoclt of tho oorporat ton ,. be1ng •olu at 
the J>ret;('nt t Ime. b llwro any activity in Uhc sole of stock for n•w 
.corporations! 
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lolr. ll...u. b aot u.;.. •ba• you are PY.tn« as to tbat a<t•ritr 
llr. Sooator, thlt you gn·e bod: the tammgl to tba ot<>cl<boldr..& 
thll owo tbo .....,....tiOCI I I moan they are Uoe onN "ho ·~ the 
0
,....., aad .,... a.t them, •wm you put it back in the ....,01,..,1 t' 

n.r•• ·~o." n.to is n<JC, tbat th• ans,..~rl Thoy o"o Uio....., 
!u1. !i oo the oU>tr h&od the manlj,'W!eot of tho c:omp•ny IIlli w . .... gui!'lt tO hold it whether you likb il or not:', that ••• wlftr· 
mt P"'IIOilliOn. 

S<n1tor I)Aou;r. 11 that it the answer, thM )'OUr whole thl'O 
fallll dow~a, pteau.ie your. thoory is the eorpornlwn owns the tan~ 
Ull!" .and ot •• not d!el•rong them lo tbe stockbold~r~ in dividend• 
but of lh• J'loclchohl•r• 0111! ond control tho OOrJ>OtAtion tlt~ll t' 
ba Oil~ thty WOUI~ get that onleresl, 1 do uot think you COil JWCdJ~ 
r•ltl JOilr rondt.,oon uJl<ln that prenuse. You bo.,·o got lo eith 'TIM! one way or the other. t r 

lr. 11•41. 1 1111 ,.,;ng both arguments on the same ~ubjort 
. Stn~tor B.utn. \' ou lbe one premise and you reach a COitclu..~io do ':'b:t~a''' that you c:an do that and in another ease thll you uno.:: 

• llr. ll••a. ~ nlllltr of fact is I did not come up here to ltgut 
ot "'" ...... 1111 onttnuon to '.'I!""· I lllli tryin to p.-nt ~ 
........,,.,""!"••d•attmyoptniOnootbem in o~ to--L ·, 1 to llw «am&u8 . •.u.aae •• e tar 

S.nator 6Ann. I ano DOC &rguing ..-· tb ' ··· 
n ry ftat ~al•~~~tnt<llt~ for this record' /I"• vut you make IIOmf 
•lit •-.lidity and >O!tndii<S8 of ' an w&nled to t~ you Oil 
'"Y •I'J!lltnfnt. It ju!l oecu,J;l'% ~~t:eo'j; I am not ••!gaging in 
ffi'l· )'ou mah th.,t•wmtnt [reading] ,•t t at statement •~ not oor-

A t'M'potltlooft tD an UDILIIblt IDdUI • wtll b 
~,.:L.~f M ll('('UUI~&lAIItti capital ro~s durt!!~ tber1 .... ~Jue opport.uolt7 that IL 

,.. " •e<"Urlt~ to u1 l10tkbolclenl · ·~ J.le' ...... ut J)J'Oel>erttr . t.brooa;b 
"kll "'' llllt ...._ fh 11 • ~tiler 1,..10,!

0d 0
1
thtrl. and or utlnr UIC!fle tundt Jn v , e.. ·.,... per Oda of d .... r(!,.~01 ' ou l>rtdll•oote the 1 1 · · '" -~ '· 

}ion to llttl •Loek ,.. 11~;•tr.f;'~~·plo on. tho co.pucit.y ot the corpero· !'0'" hil u rningt 1.8 1 l>uJrer 1 N 6 cap=-cJty to Sl\.\' 6 a certain umonnt '!•"• in thia <<>unt ry havo 11~1 i,!~•.I am telli.ng you thot tho eorper1 • 
k..,.. 1030. 10 a P""ttlon lo sell any now stock 

Mr. u • .., That is ri h 
~;::~not lftl otock, .. :f ..'~:;:f ~=., ·~:,rdm during the deptft!~ion 

S. · not plow baclt eunongo, ::or DAiur. What wooJd ba c~.:l: ... '!!-todl>trib•uel j ha~ to them i f they had 
oDd •00.. :::1"' tb&! tllty di.trihutod m~no:l the J?tp&rtuoent of tr..... ""'1>1_.-, ... rn•ng~. What would hap .1.oootb "n<;e IP30 ov..-

Mr u..._ c. pt1l 1 ey dod not hlVo 
tba 0. ... nator, I thallt lha 
hu t.o.!ll11mtnt of Ccom~~~tou "e t statement. I do oot eballen wrout'!n~ of tilt fti!1Jl'tl. 1 f.,"!!1:: I eballengo the UllO whi~ 
Wf ""' >naking; .~o nol !"<an they emnotg J0 {~at • liUie, lattr 011 in 

S.nat< .. u., 1~ on the law. I .. 0 o some thong Jx-cau.., 
boon ttad hrro ~..,., "'' •re not advoeat they have tho opportunity. 
oblain additional"} MrJX>,..IiO!ts pay out .Ug tn. tho sentence that has 
thor ron do >hatH ~t"'ls by th• sale of ri•l 1

1he1or dividends and theu 
oey w•ntto. •' • o litock i •II yon say iA 

UTIIliV& ~ ..... 

Mr. ILlAa. That Ul ript. 11wlk ,.,.., .Yr. SouiOr. I do DO& !aloe 
any pooition aa to the IIO<al policy ol. llwl <OrpOntl<ln, 01 to how ,......, 
!Uy shouW diMlrtbut•, or anything hke thaL All I Ul Olytng io that 
this bill, if it io put onto law, ct"'" thftD • ctnain dloi<lf. What ore 
illl eoUow.l •lrettal no.. ot ""th--'>ing that it dairable « 
does it give theon oom•thor~j~tliat U. unclesinblel 

Senator DMLST. h it noc. your auueetioo !bot ineofar u ita ca· 
paei~of to O(lCIUIIUiatl! ourpl.- may Iii impaired by thio ~latioo, 
tblt 1~ gt!L new inv8ln~enl4 by 110Uing new stodti is oot that your 
3rgmnent I 

Mr. H••e. My orgunoent Ia that a. omall corporation under tho bill 
iJ' they want to plow back that capital, to W!O that method, the •mal( 
corporation can r>low back 40 pe~nt and pa.y aomewhat I""' than 
they pay now, and • large corporation, if it wanll! to 11811 that mKhod 
to ... ... - ilB in....ut~ent in businetlll, can plow '*'k 80 pe~nt. n 
alJio bl8thD other t hloDfla Open tO IIOCU.e new capital for 11$ Wfi-. 
The fact that a company it go-owing rapidly and tDCrtl8ing ito flUrplua 
does o~ alwoyw give it this ..-rve that you ...., lallring about. Dur
ing the dep.-ion ..., found many componite that gft"' like a muah· 
room. that bad nothing in the .-rve oemunt, bul that might hove 
hod a aurplW! oemunL Their OIOleiB ~not in • liquid fonn. 

Senator BAU.&T. Of coo reo, tho~ it Yff)' tl<'DI8lary. Surpl..- are 
n~ always cub. 

Mr. B.us. That ia right. 
Senator BAUAT. I lPl not disputing that. Some of lh<m ore cub 

and some of them ore ochor IOIII'<ftl of credit. 
Mr. BAss. That is rillht. 
Sen&lor BAILIIT. Ana cred it is caoh. 
Senator HAATINOIJ. 'fhlt statem&ot you just m&de about them be

ing able lo obtain 80 P"-nl1 and 80 lo.U., l8 " surplllll, I find that 
lobe correct, but this oalnoe, 18 it not, that m order for • corperation 
that bas 01rnlngw of a million dollars and wonts lo retain 110 peN>tnt 
of it, or $300 000 of it, has lo I?"Y GO percent of tbe amonnt it re· 
tained, or $15li,ooof So that wh•le your statement on tbot 80 pei"Cetlt 
is correct, the truth ia that they pay 110 percent of what they retain 
in the cue of oomingw of • million dollorsf 

Mr. HAM. Th•t ill true, but lhlt is the same situation now. If 
you .,....t to cbangw your taxation bose you ~ a dilf~rent percont. 
Y oo ba•e the .. me propoeitioo now un<ler the existing inCC>DM-liiX 
law, you get a figure about tbe pme u you quoU<I me. 

&nato. BAno><OS. I om onlr making the stale-.>t for the pur· 
pooe nf cloriMng the record. 

Mr. H.u& 'Y ... 
Stnator H.um1<oa. 'I'M gtneral ••-t that rou COD reeain ao 

P"""'"t and onlr pay l$-J"'nltl>t tu is correct. • 
Mr.H.u& Y111. 
Senator H.t.mNOL I want the ~rei lo !how that you odu&lly 

P"J' 50 J*"l'('Dl on the amount that you relaiD. 
&nator LA Fou.nTL On the other hood. it COD be ataloed in an· 

otbor way, thlt you reduce the amount of dividend by the tax, DO& 
the amount of surpiUI thot it retained. 

Senator Col<l<ALLT. In other warda, you keep $300,000, then you 
pay $160,000, &n!llbe other $6110,000 would go onto dividende. You 
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oiaplr rod .... the aOIOUDI dhtribu~ in ~i\;d~nd• b)' tho aa..,IC 
of l&l. \'oa ,..,.,ld atill bar~ lh6 $300,000 on the !!Urplu,.. 

Mr. ll.u.a. Tbu u ri#bl. 
!Wnalbf l'o~• .w.r. You •ould stiU rttain tl1e $;100,0110 .,,11,1..._ 

J•• ,..,.,lol I"' I tba 1u 001 of the remainder, and tho bel•n06 wouJd 
cow tho dJYidtndJi i• that rorrodt 

Mr. liMA. That w rorr.et. and ~··en und•r th& P'-nt law l'OO 
<OOid t&lce the 10 pon:en~ on the aJnount you would l'l'lain onJ you 
'I'<Mtld jltt a high•r ligtJre 100. 

Stnalor llutJ~(l_., That •toekloolder is entitled to gtt lhot in 
order for the con_IJMUl.f to maint4lin wb11t bas bcfn d(!k!•·ihed u 1 
norm•l IUriJiuot. or wh•tever is retained tho Government it toking 
hall of it.. I •ny tbc lilookholtl•rs are entitled to gob it. 

Mr. II••' I rio no4 think tltat is truo. 
R<nator LA f'OIJ.t"rn<. I do not think lh•t it a statemeut of fact 
The Cn•JouN, Tho Goruoment is Ulking no more than it t.ook 

Loloro. 
llr. II~"" That ;. righL 
n,. Cu'"""'"· All ri!!bt. llr. Haas, you may p~ 
llr. H ..... I~ i.oa~ by ~tba~stockholderJ may bt rthl<'lant 

or •rm uuwJih'!C to o:e•n.n•t n• any g>•·en ent<!r(>ri.oo any I•~• !rae. 
ll•on of tho Nmlllj!>! dJ•tnbuttd to them in di••idend.. Uut thiS Ol'l[U· 
~l.a.«nrrw .lbat. ('OrpOI'II! managements may justly n"im·N.- ,..,... 

\".f' . .b: ~"'j'•.r wbotorp~ agun..<c. t!>e deBil'tl of the noeltholdtrs. 
101 J'SU. ""'••· tflt .. rn•ngs of a corporation btlong 

~h,!:'b.t~~<>l<~1"'; and otockbolders are entitled to tX<rci,;e 3 cboire, 
"'"....:, •ithr ,..:!"','.,:~ «>dporate. practicts tlrey t!o not nlways 
u one tffo.t of lho r ,: •• ISJ>06ltJOn. of thetie earn mg.<. In"'ior 
oanlljCl·mtnl• to obi~ If"" clittnge WJU ,00 to encour•ll'\ coq>Ornte 
U( .. n.ion, and to giv~ :~·.~0k'f'0fclof their •toekholdot'll for CApital 
fl'Ontinn1 1 grtlltr tunlrol ~ to ~rs~ t~~ renl owne111 o f Cbe COr· 
tt1';'1 ;., alt"'."'tl"r d!'tirnbl~:or the d•spos111on ot UreiJ· •• •·nin!ll>, this 

~~•tor UAJwr. L.lllle l top yon lh~re. You sny [ reodinj!) : 
lf"'\\rd ll)' lk hlf ltlll IJI~kboJO 

Ill ,.l ..,.,.t 1ft any-''"~"~~ ftllt 1 e~ ma.y bt ~IUC1tlnt Of' f'Yt•o unwlllhur: 
til u.,. '" tll.-kk~~tla. 1'P1' It •n)' larp trac:1Loo or tho elnJiul' dlf"trlhuce<l 

,,. tllf<lry of thit bill · b 
hanolt of tht •~«ltholdt,. 10 t at we squetze di>•idends out into tl><l 
bnuittto Of 1110 IIJOOmt l.:l order that they IIIAJ fJ>IJ into the bigh<r 

llr. 11....._ That ;., '"'l lh lh :J:: boll io that rJr.rt ;. <trt •. _eory, llr. &nAt.or. The t..._,,... of 
"'''JJItott lnno of doi a;:..;._ ":hiclr - via or thrOugh 

U.. ... f'llt of toxation OS: · ...., wh•clr is no~ no• aubj~ttd 10 r or .............. .h,p. •nd ~ r:-o•lhat fto..,. from individual bu·i· 
fitJ• u 1n ltte ~ti•.~n 1rt 10,.. set ntes up that if a eorporatiun 11 ~I •,• .. 

11
not · ••lim,. thtm ... ~ ttbedsamebonl~ aa if they dir.tributtd 

. .,.. .. I,.. \.ltzY, Out \'OU · ~ 0 a_ Ot It, 

~""J'Iott ra~tia~ tbe ,.;, on a;e telhol' nre no• that you do not ('(111· 

h~••ng thtnr rtpon tbo,e i...:,~~, .. to holders of •hol'lll of •toek. 
~~rl~ra•k"l,~l '11\ot is notat"!u". lht~r rt'turns and tax tbeuo ill 

• ""'" no i 1 'A'ould ~•Y- m contemplation t 
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S..alor Buu:r (anltl'nl(ll.mg). You d!> not illteud to do anylhm~t 
on that. l\ow, if you do not. Clo anything m ...,....ro to that, bow 
..-ould you ,.,.. ~10,000,000! 

Y r. fu.u. No; I do not think you und~ar>d me, ~nalor. 
::lenator D•rJ.AY. Of eoorae that is the purpooo. We h .. • had 

chart. txhibited to ,,. 1h0wmg exactly bo• tha~ worb undtr -h 
brac~el. . 

Mr. HAAs. Y"'; I had eomethitJg to do •ith the constnart•oca of 
UuaL chart. • . 

Senator UAJLin'. They '11-ill not have any large proportr~n of lhe1r 
eanliuga to invtst; the~· will pay them to the GO\·en1ment tu taxes. 

54tnator CoNNAt.t~Y. ) l r. llias in connection with that. l~t 1114' uk 
you a question. ~ it no~ true tlrat rmdnr. tho preeent t"x law thero 
1s a premium or wduoemeut. !or eorpor1t1ons to bold the. aurplu88 
and thereby pay a l"'!fitr rate of tax ullima~y. than tlrey would if it 
was distributllll, antl11 not tho tlll)llry of th>s b•ll. to. uy to tho oorpo· 
ration "Now we do not Clll'll whether you lceep 1t to IUI'Jllut ~r not, 
tlllt iJ up to 'you, bu~ if fOU k .. p it in surplus, or if you pey •t oul, 
the Government will tu 1t at thei!&Dle relative role" I 

llr. H..us. That ia ril!hl. . 
Senator CoY>uu.T. uaving it enlird~!~:'al wtth the corpon.

tion, btcaUR after all, it bclonp to the lden· thoy cou!d put 
it in the right· hand (>Od<et ~·.the Wt.-~ ~ but we w•ll -
pennit tbtm to do tl>e Houdtm ad. and SWitch it from ooe poeltet. to 
tile other and there!""' ~tting a reduced nte of tanlion and tho 
Go•·muntntiOIIing tha~ amount o~ money. ~ p~t taz llruelU~ 
giTeB a preforeneo to the corpontton over lh6 mdiv>dual engaged m 
the same bushltti8. 

lit. HA•& That ia right. 
Senator Co>n<.u.t.T. Because lhe individuAl may pay a l)O·J)O"""nt 

surtax uml the corporation ito tho 9Rn>o tine of busmCIIS will P•Y U 

P'l•-cent. . h h II . 
Mr. HAAS. Thnt i• right.. Also that the man w1t I c ,81Hft •neot>IO 

is being pennlited if ho is entering into a. c~rlX!~l& bu~me88, be<lau&o 
he pays 10 penl<Jlt tox, whe,..as uuder tho •ndmdu&l mrome tax be 
ma_y pay no cax, or ..omo ta.x less than 16 percent. . • 

Senotor n .• rur. H a\'C you 8l'W tho ch~ AAOWlDjl wbnt por110fl 
would ll" to •moll incomes and what portion would go lo l•l'l!tt 
incomesl 

llr. rr .... lly italr d..-elopl'd th08e th'\rl$. . 
Senator B•rr..cr. You Art' (>erlectly famihar •nth the charta! 

lfr. B..u& y ... th' b"' 
Stnat.or BAaWL&!'. H. is not tbetoncem of lS UJ toaquttzt montT 

out of the corponti\)n t.r•••rury into tho ~"!'d. of <tockbOidel"', but 1L 
is the purJXIO" of tin• b1U that, whetbtr 1t,. squ•ezed or oot, II ahall 
pay a taxf 

Mr. H".u. That is ril(ht. . 
S.uator BAIIU.KT. And if SOtnebody who has not boon ~ .. umg • 

high rat• of dh;dend ((tis a lo'l!"r di•·•dmd btcause of the p~f·~~"" 
of-the corporation to /'">' it. out. rath~r than ~y a tax on ll, to lll• 
Ort'O.<& that dividend li IJlthot man up mto the bigher.IU b.raclc•~and 
b~ will pay mo••o tax. Nobody di;;put .. tl1al, nobOdy •• trymg to ron· 
coal that. 
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S..t<>r LA f'C)I.ID11t. .U I uodmttnd it1 the p,....raLioo of ~ 
e1ouu wu bo)od 011 100 pt"""! d.Js!ributton of divi•IMd•. aDd ~ 
-ply tllron-a.~ on the vtuauon, namely, wl,.... the inc-.. 
'II'OOiJd fall •• ~ IW ptn:ral, d~bution t'!"k pi'""- Tbat d 
looo boon p~tpamfor the ~tion of th,. <OIJIJilitt.e. on..l ·at." 
""' to bo illod u • prtdi<ate for the stale~nt thai. tbe objt><ttt~l i 
tho billie to forte!OO f"'l'ttlll distribution. 

0 

lit. H.w. That is n~:, Mr. Senator. 
The Ctw.,..,.. ~II nj!bt. Mr. Hug, you mar. pi"OO'f<l. 
&nator O~u.u. !'hat " one pomt. Whan tl ,:. .. to into a • 

bntktt, I ••II not undtrtake to 8&.)' whieb one 60 per<..-nl ;r:;•• 
would flO for l&x.,., 00 ~reoot or lbe ineo01e tot~ stoekhol~ >at 

&nator Cosx•u,r: Ofthnl whicll is rotoined. I'll. 

~~~ n • ...,r. Ftlty pen:enl will be ll4llil in ta"et under etrtllio 

bo~r~~~f ~~~!'m,t ,:~~';:::~ J,~~nigbd~ wU.b, I will 
Stu tor BAt tAr Now tbal. lie' 60 pon t!l(t one. 

11011ld 1101. be arai~ble u; rtin•...,tn~tnte, . perteol of tl oortainly 
llr. lt..u. 1 ..., what ·...., . use 11 ~ to ~ Oovenuuont.. 

ud , ,.. paid 
10 

poop1o :J~ 0::' IS. tbat tf the dmdonda go out 
tiott of ihat. w tho oxtHt tbal. th:G:"' Wces out a ~'II'' propor
... ,.....,.., 10 !hat ""'"' ·~mment takH tl out or ~ 
bohridMIIto mnrftt in the~ ...,II be 1088 mouoy by t1t001e 
. Staator &un. It wwJd aot be • 
"'« rolll(l&ot, it woald be a u .. ti a qotStioo of the &toel<hoi<MI'II be
thO powor to mnr"' th6 m'!ne ~~~f the stoc:kholdtra not ha"<ing 
tar& 1 ...... u...., the money hu j!Oile into 

Mr. RuL That ;, ,.; hi. · 
Stn~tor IIL.ICL Ur. flou tha . . 

1 ~~bt1 •1 nd ~tan~ in the :;O.pe,!.,~tablso lkru1e if an individunl made 
r, ••&. rhall& true rae e. ~ 

Stnator Bt.ACK. J 11 .... lit 
U:~::'1 1t ~be lhomai/pu~~·~?U.'1!"b'·~l towhat y~u uid, you 
"""'" a .·~ proportion c st k · 

1 r<Sl"'"' the group 
a proRt m a ~rtam ar ~ oc - m corporations, whore the 

::::.: 11CM.fa1orod by 0 .,01; 11;,t1P•Y ;:•• the IOinte u though tho~ 
'I 1' . orge ock of stock in the corpora-
• r. ... .. '!'hot it · •h 

lao Stnator n....,._ II i"ll~tn!tand . . . 
tt!;: :..~ f~""•t• ti\O'Igh to'~ {our theory !hat if a man 
iadJrtdllal who '!' u.._ unposed u .uge profit& m a eorpora· 
bloek of lt<dl ought not bO fort..J::: bini gbthe same u any Other 

:llr. IU.... y,.. od enou to own that large 

toba, woald lao•' 1 the 0""' with a u · ~~IL • ~money to inre;t ~~ lll<Orutrt. { by ~ IOJDO 

' '"'" .. Bun_ 8eea fl& tcu ar busin- u 
...... p, ao wtftno .. ... bytbt (Oat 1 bei 
1C1, and ooon.ti~' ,. Utn:istd in eve~ 11 ng exeroiaed bf a 11111aU 
~"'"' nghto, ttnde on~ th,.. men nilgh[8e corporation tn Amer· 

'<OOtrcill th6la r 1 t 'YIItm lhat bu bet- on 100,000 .welt
and 1"1 a IO.Pfru't ';:mtier of •_Lookbold.,., ~ 01l"~ting1 lhat group 

x even on tbo fi on Wtlhhotd the otock 
pro I of tho \'Cry omall in-

• 
~' wbi .. tM laf11'"' i_n ...... mil!bL __.,. tlta 00-.,..--t t.u 
whieb O!Mr unfort~ nt- woalCI11-y wbo did - "--- to 
be intOJ'fJIM<I tn 1'-t 1r.:tioo by ownmg a ...,. block of it.ocl< t 

Mr. U...... That 11 ri t . 
~ Col<JIAU.T. me aak JC1U this in ropld to ,...r d 

about the bilti otockholdtn ....,til!g to hold it in 1M corporatioo and 
the UtUe fello"' domorlng_ for dtviclends under the .,.....~ .,.._, 
is i~ not true under tbia bill tba~ the corporatiocl Would ba" the 
greattat lihfrty, and the stoel<holden libwu.e1 '*-'- when 1M 
matter of arriving~~ how moeb they would MaiD as a aurplllll
up no consideration would aet.uaiAl them oxc:ept lba abeoluiAl buai
n"'**8ity of ll>e corporation, hecaUBe thtro would be no ......,., to 
hold it, the lax would be the aome, and t.lterefom th.e only reuon they 
would enter into the decillion "" to bow moeb they would retain as a 
surplus would be the obeoluttly econocni<> needs of that oorporot.ioo t 

:ltlr. Hue. Tho~ ia right. 
Senator Col't<AU.1'. They will keep just u mueb u they need. 

They wiiJ diotribute all thol they do not .-d. X.'t that the -t 
Uet as to the oe«nnulation of an~· ~IWif 

)fr. H.u& 'rhot i.o right. • 
. Sen~or Kn<o. I -'!"t• Mr. Baas, that the P""JM* of this bill 
JS to m.-.& tuee wh1eh ""' to come from ~ons or (.
stockholders of corporations. 
. Mr. lLua. The pu.,- ot the !>ill, t~ be ~booluttly correct, ie to 
lll<:ft- revenue, and the reftllue IS commg etther from oorporatica. 
or through otockholdere of corporatiOilll, becatt8e the preeent tu law 
ailows a tax avoidance, if i~ 1S O!IBDlD«< that all inco~~~e abould be 
taxed equally as rep,_nted by the inc:on>&-tU law. 

Senator KrNO. 1 om not arguing that. I say thi.o bill ;. for the 
purpo66 of in~ing the revenue of the Governmont, and it ;. IUP
po..ed to _gtt that mot>ey from corporations and from stockholder& of 
corporat 10ns. 

:ltl r. H.uo. 'fhat is right. 
Senator KINO. So it will lmpo66 an additional burden, wbttber 

rightfully or wrongfully 1 am not <ODCUDed with at the tooment, 
u~ corporations and ticoal<boldua. 

Mr. Rue. Now, the corporation may pay no t.u at all. It
the atool<holdtl'l of the corporation will be taxed more, 110111t will be 
tued mol'll and 101116 wiU be taxed a 

Senator KINO. A~ any rote, the oggregat.t taxa eolleeted wiU b8 
approximately seoo,ooo.ooo. 

Mr. R.u.s. Yea; mo!'ll than they Wfl'& before. 
Senator Knlo. And you will tab that IUllOWII f.- lltockholdont, 

or eorporotiona, or both. 
Mr. H.u& 'l1>at il 00\Ttd; that i.o the~ addition, and it 

- abou~ in thiol woy-utat MXDObody will be taxed mon and 
oomf'body wi II ht tuO<I ~ 
The~~~·"· All right; proceed Mr. RaaL 
Mr. ll.u.e. 1 tum now to a third ;,\,jection tba~ hu .._iftd ooa-

llicleroble publicity. 
Senator W A LID . Mr. Chairman, I n• the third obiec&ion .-.IJ 

deals with Ute claim made that this bill1 if enac:IA'd into law, wiU drite 
Individuals with Iorge inco..,.. into ouyin« tas-uempt. _.,riu... 
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Thot;,. not a m&jor ft•lun of th i8 bi ll, 11nd I Sll!(l("".t it 00 put into 
u.. ,......nt a"'l tiH! "'",_ tum to t>art IV to"*''~ t un~. 

n,, C.UDIMA"<. I tlunk that i• 1 j!<>Ud sugg~ 1011. . If tll<'ro art 
uy q_i<.,. to bt 1>ftd about thAt, ..-~ .an call on huu to &ns1r<r 
tho ... qOifltoliUI.IIL 

liowttor w ....... 1 ••g~'tot ba, ing. tlta.t print~! in th~ record and 
bav-ethe wiu~ ~o to part 1~, wh1ch. tM mon:_ ~mJlOria.nt. 

N.nator t .olll' l liOA.S. U tl1e wltn•~ il!l ui a postllon to speak Cor th6 
'l'rH.ury O.partu~ot, I would likt to • • k him ll <Jne,tiou on that 
ub· 
l~l!Au. Whalllthoq...,..ionl 
Stoator Lol<lliQ.\X. \11m is tho ott itude o f the T""'oury Depart· 

••t oe IM dj,;.onllnuan<t of tho tu..,>empt serurit i!'St 
l lr. H .. ..._ Th• S.Crttary mode a .. at<ment lo li4Werol (l(){Umitt..o 

in C<lllP"f''l on that, and he has made rt'Celtnmend•tionij aga.inst tho 
ronlintmnc•e ol it. I •<ould be g lad to put his stutement in !he rooord 
with rej!llrd 10 that. 

S.nacor Lo•rJoW<. T would like to know, becatLie l propored and 
filed ..-uh tho Stoat• oo January 16, I !!a~, • report on this question 
of llll..-.nmpt ...,.nti8, and OO<hing has been dont> about 11. Mr 
""'~ndintr h .. boon that tho 'rrt&<ur.Y Department d .. irtd that 
DO ArttuD llf tak~n on that on tctOUilt o( the i..q;ues that. we authorized 
rrotu timt to time. 

Mr. n._. .. Tho S.Crttllry has given his •ia~ment to Congress on 
tba.~ I woul1l Le plod to I!"~ it in the l'l'<OI'd. 

~nator Lo!fr.JI(IA.N. I " 'ISh \'OU "·maid 
~tor Kt~o. Stnator •. doyoo rtftr 'to securities issued by Stal6 

"1,. ~ pohtl<al subdms10111 or only tile F ederal ii<'CitritiMt 
tor Los...,.,.. Tho Fodonl ~uritios. 

Mr. H.u.. I, t.um now: to a third objection that ha• re~h·ed con
<~.dtnblt tJUbhtlly: It ,. oonttndrd by some that i f the >ro~ 
btll .t!ould.1~1lt ' " " ~meb ~~~er distribution o f eorpor!te earn· 
mw-. ~l WI ~.tii(JI,Y tlrn·e mdl\'u·JuRis o( large incomes into ta.x
~~~11 ...,,.,ttea tn order that they might 8\'oid th• 'tndividua.l 
u...,me mrtu.- on ••·•- dd't • I ,. . " 
lfndod lhattho 0 u...,. I ' )0111 Ull'ldends; and hen"" it is eon· 

•" anticipao .. r.:.·=~ ••II not Rte.tha re.-.nue that tbe T reas-
bb~to 1 h' ......,,... 

do...-;00 ~r ... ,.rt"•~ Lobi! .argnmont would hudly "'IITIOl extended 
l . In VIOU$ ret.&On&. 
n the fif\t pla<t the 

t\'aalablt con~1tutea• only ~f!(Jter Mm~unt. of tax~xcmpt income 
WrJ)()rtte income. e:uua r"cl•on of the total amount of 

. In the~ pt ... the Ia,_ r · . . 
nd.U. oubJ«t to tho'~· . .,.r llllrt o •t already gOts to mdt· 
- bntf _,,.. ror ·"' .,,~ox n~ who, therero,.., would 
l n tllo 1h1rd pta,., fur!hor i" thotr l~x..,xempc. otcurit~ to others. 
'"""'!to IUa<lo uoilable b 0~ ID lbe •moun~ of tu-exempc. 
""' t!k•ly to bo ••botantii l ... ,_..,.._ ~~ tu...-xempt oeeurities, are 
th<hndllot. .-ho >OUght to Jt 18 0\lvtous, moreover that wealthy 

r~'"''" ...... lti .. wootld in"":!.':~ •11cT t•rgc stock hota inljll in to tax· 
~· aubooanlial lax.., 0:, the 'l'~/' a~, !aCO> the Dl'ee98tly of pay· 

,.~r J:;"~llf!L I! io d!' ob,.r.:;.08tb':t_~ by tbe ..-~ of 
'"""'" ad,..nll~ ot•·-- •L~· ~ h~ldings 

....,. """' d •••dend ,._, 
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H>C'h a• ~rou .U.rifll and immediate I'<'ODO<nie> powtr, tha~ they 
-would ~liP to M<'M&r.. It. U. like• ,.. d~r that. a '!y auddon and 
~t "'~t of the domaod Cor tes..,xrmJ>l."""'!" lJflo .. ,,..Jd J!.O 
Car to tinY\! up tiMOr ,...._ and dnno do•n lb....- ~Ida lo • poioi 
thlt •ould cow>terb&l•- all or - of the tax oil•antajle of and> 

-t:rih to<. . ob' • h rd.l • ~•t 
Although the ,..1 ontrita <>( lh11 Jt<'tton a y !••w y more 

than th• "'marks that. 1 hov• just made, 1 PI'OI)()6(l1 no\·erthclet~~~, lo 
~ into tbe JUlliUr a liu'-' more futt..v be<:a tt;!(l of. t.t>~ .great unount. 
of mioconorption that ui818 ~ng the I>Oa!!lb•hliM of g""'tly 
iiK'I"HloinJ tfa..i5 anmue of tax at"Otdanet. 

In tho 6,. ~ .,r"8'" from inrom" taxation by r.-1111 or tax· 
enmpt ....,..riot<~ ;. m-y dtlinitoly limited by the amount of tu 
nemt~ -.,rii:i.s antlalil• and by the .rot~ or •n~em;t that .thry Jli'Y· 
'J11e larfl""l.SOUIUI of !OX·txOmpt~rl.lf 111001110 tslhat.d•rt>;~ from 
thr obhl,"'tioos o f Statt'l!, oonnltes, Cit '"'• nnd 80 forth. The not 

11/(gl'l'gate amount. of 1nch tax-exempt oecuritiea has not chan~ !"a· 
terially during~"""" 6 years. on Jun~ 30, 11131, tha not prmctpal 
amount oub!lindin£, u ~a~ in 11141 I~ &illluad "'port of the 
~ .... arv o f t~ 'l'ft&surr • ......, approximately $l7.liOO,OOO,OOO, ODd 
on J une· 30, 11135, at>proiimately $l6~,000.00o. In other '!'ords, 
bttwfftl t"- two dol8 a deuease hu l t1ually ta~ place '!' ,the 
n•t t>ritoci~l amount. of tax..,xempt Stato, county, and muntctpal 
nblil(tltions. Fu11her, it does not • I>JlUr that the volum~ of tlx· 

1'xtmtn securities will be iocreaeed in the near future at a rate any· 
thing lik;. the rate of incroal!e during I he t wen tiel!. . 

The Fe<IH-al GoTemment is not now i""ui.ng any long-torm ob~!l'l· 
t ioflll ~xtmpl from IIUI1IJI~ In fact, durtnj[ the ~t. admiri• 
tration tl!e SV.,-pen;ent first L~rty Loan bonds and ~rtain pro
war-bond i!ou<s the mlortl!t on •h•ch waa u empt from sul1,ues h,t~e 
llt;>n refunded in part by bonds lacking the aurtu..,:remptiOn prtvt· 

lei(\'. The only fully t.u.exempt oblil(ltion tha~ U1o Federal Oov
ertuncnt is issuing to tlte public at tho t>rt!IC'ot time ore short·tum 
bi lis o nd notes. . 

Tht oax..,:umpt income mode .,·ailable bv th- issues, howe.-er, 18 

f or t- than t~ir principal amount wcxclil <11~ The ' J',......ry 
hu be<-n borrowing at a root of about on~tcntb of I ~......,~ per 
onnum on 'lftesu.ry billo or V months' maturity, and at I~ to I~ 
pel'<'l'nt per annum on 5-ytar notes. More<wer, much tho jtt'tat~r part 
of the Troasnry's bill ond note issues ••• 1>urch..OO by flnanctal •!'d 
other corporations which deri,·e no benefit from the fact tha t. lite. Ill· 
1ere.t on theoe short.wnn oecurities it uem1>t from surta~eo, omce 
~rpo ... tions are not w bject. to wrtaxes in •. ny e;,·ent. That. UJt."·~ere
u th~ interes on tho obort.-tum 'lmsu.rv not .. held bJ Ill mill vidual 
nti j!ht be • .umDted from a - brarloot ra .. o.s high as 711 or 76 
pe""'nt; in the ftands o f • eorpontion lhe u •!"ptioo ie lin!i~ to tho 
ra•• o f the c:o<p<>nltion in""""" tax, t~ maxtmum of ·~•ch 111 16% 
pe...,.nt. in the .- o f oon110lidaled. ro•lroad r<;1-11rns. F u.rtbu1 the 
tax ext'mption that. corporations enJOY ou the mcome d~r1ved r ro.;n 
FM.ral obtigati.,... d.,.. not apply to •!•• ~lividendlo ba8ed 1111011 lh.ia 
i ax..,xl'lllpt. iDClOIJifl when the l.UV -duilrtbutM to thootoekholden. 

In tho laol. Trft.sury lln•~ing. ~~of March 1~, 1~, boldero of 
lD•turing noe.s .._ .. fftd the opt•on of tscbang>ng tt- ,_ f« 
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f!lllor ~~~~ ~Jftr TI\'OOUry notes, fuUy lax ....... pe. froon ..,_ 
111a1 aod luaus.., or ~·pemnt 12· to H>-year ~ bon<a u 
f'lllpt oniJ from normal uxes bnt not fr•orn surtu\'8. Nintty-o111 .,ui 
two-IA'ntlrrl ,.,..nt of al~ tho txehanj(e ou~riP';ions were made Cor 
tho T...,ury bon% the rnttreot. orr whioh rs subj ... t to surtu..., aad 
ooly8.8 [Jtr;<'"lt w•re rno~e for !Ire ful~ ,tu·exempt 'l'r<!allul}' ,;~ 

f woulillike toemphUl~ IW' IIl tha~ l~ IS tax•CXempt income nllh 
lhan t.ho prin<iP.&l amount of rax-txtrnl•t ~~«JLritics that iJI irnpcrta:[ 
And I woald like to point out in thi• oonnl!<llion tltAl the d..,limng 
crtod o.r in.....,..!"'""! on ~ato. ro~nty, and municipal ~ 01 .... o 
•• r•n Ftd<ral obh~tr~ rs optrotrnsc vuy po,..erfully to redu<$ tho 
.... ..,.,of W:o6ftllpt UK'Ot~ •• :n .. ···~coupon ral6 or inttre 
• ouc.unding Sla!• and munrcrpal bon.U is ..wnated at about 4% 
ptmnL A rtilll<'llon of only on .. half of 1 pe.n:ent in tho ow 
""'pon n.te '!ould be "!"'l,(hiY equinlent to a redoetion or 1 900 ::W. 
Iron clollon rn lhe prrn<rpol amorrnt o( the tax-exempt dtbt 0 1 
otandur~, ~ far rr.s tu-txempl inrorno is concerned. As agoinst ~],; 
p-nl .. trlj(o !"'upon rate of about 4'h percent on the outstt.ndin 
~at .. nd mum~rpol ob!l{!*ti~ns, it iutriking to note that tho inwl'i'! 
, ~ ~u JO tytntal new olfcrm~t~~ of Shte and municipal bonds d 

I':! 2% ~! ;~~ ·'~}~~~~ •;,.:~ .~~·om"~ ... ~ ::~~ 
trn...., or tl'ftl •f only tho pl'Otient lt\·el is maintai ed 1'1 0011· 
...,.bly upa, a rtdoc:tion i ht 1 n , we can rea· 
., • ,_IL of t.ho fUDd' n } tOia amount o f tax-uempt inCOIIW! 
lowtr 10._

 W: mg o State and municipal obligaliO«lll on a 

"' run ... distriLution of ... rote . . 
••UWKm tO fa.r u in1'estmen 'P.O tarrunp wiU not ~ate a Mw 

'0.. ••"''"l! indi•idual i~n:!ttax-txempth """"rities is roncerned: 
.....,,Jd..abl<i <OO<ontraiion ax rates ave a.lresdy fCM;tered • 
rndrvidual.• "'b!'ect. to bi l or ~u-txempL securilii'S in tho han.U of 
lhol • rul1her IIS8 or ,..,~.~~~." ... i' "'.'" it •hould be bol1le in mind 
!"''!"!' oould only be cam•c/ ~0 110 federo l Government from this 
!nd!'·!dual' •nd institutions 

8
,ib·" transfer ~f such securitirs from 

rndrnclu.t. in hi~thor 6UI1o b .~oet l'\ relnbvoly low t.u ratee to 
illrh r111thor tnn•r•rs • .: 11~~;::- lirb~edprt.ctic:al. poGSibilitlea !or 
tJUIIJIIjt <OII<'mtrotion and '- "' nut ' both bocaWle of tl"' 
ool.)n~ or tax txtmpls ..;u be ..... a larj.'$ \'OI~me of iDBtitulional 
""" lrqu•1n~. rttamed for thw- preeminent .. retr 

FOUrth. FinallY. 1 obouJd · . :lot _,.,or ..,.:P....10 ft6e~ tonddrrtct a ttention in ......, dttail to 
~or wluch hrr.s been • ~rote surplU$08, the im 
~::f!!~/:J' and or rhe ~16;rj~P~UIU<~ by cntics of tho P:i: 
lnl'<>rponrt..i~cl ~Wtad1nl! rriti<i•m 0{;r ~ beedn ~ great deal of 
the • ...,.. n t,,. House bill on Ch re ~~ enL'8 proJlO!'&I •• 
llft<ltd ror~l:""~'! pr•vent tho oce1~1~1J<'\'·"" U1fat the enact men~ of 
d('JJ~ ~ ma.Jnttnauce of 80I 11 IOn o corporate· ruterVC8 
on thlo :;;,~ Th•ro • .., .. ,·tra laet;~}0~1~d ~f employment during 

In ~ 6n.t 
1 

1 vatulus tlrat I shall make 
o 10110. btf P .a~ the biU 1·ery d 6 . 
nat""'-~"tJat •anblt ,.,..;..~11~Y allo ... s as la·..tul deduc
lllrboot,.., C<lrpora~ pad ~ Durin,• J:'~ ,_,... . .,. for dep,. 

•• tl:a '«!.""'Pte ci:t~ reus 1~26 to ~~. 
more tboo $24,000,-

uvas us .cr, Jtae 

000,000 on ~~~- cr«oclnla beiON amriJI« at llatwory - ~ or 
dalidt for tu pu.,- .Durio« "'• a ~ ,....., ltlll to 
1talt iftdorMn, Lhoy deducted ,...,... tllan •u.ooo,ooo,ooo addiu.-1 
on u•- aoeount.J nl&king & total for tllo ti ytartr of ""'"' U.... 
$39,000,000,000. 't' '- deductibl6 .-"flO from taxable income, 
whidl h&Yo '-t •l,'~ro:dmatiog $6,000,000.000 a year, wiU be .Uowed 
under t.llo H~ bill u unoo the .,_t lt.w. 

Furth.,., beyond t.b011e deductibl6 _._, tho iw- bill clearly 
permits the -tioa t,. ant.ll oorponl.iol\l of approsimalely 40 
.,.-nt of eeeh J8r's cun-ent ean>~ and t,. ~ eorponotic>na o f 
approxialaloly ao ~of Mdl Jftl"• ....-t ...,.mg. u addiU.. 
to __.aA.e aurpl- upon P-,..-t of t•- l- iD boch ..
then u.- that would be paid rmder the .,.-.t law. 

Do.pite w- faCIA and the further fact thai. _.pontioaa wiU 
remain perfectly f...., to ceU upon thtir o&oekholdere and the .. pital 
marlrels ~ntrally for any add:iliont.l capite) that theJ may ""'uiN. 
the prop06ed than~~:': in our oyum of corporal<> tuatiolt bas beea 
called a tax on thrift aod a tex that would preftllt the ll<lCWDIIIa. 
tlon of needed oor1><>ral<> ..-"e& Ill thie conraetiOD certain uiU.. 
heYO att.tm~ to u~~e aod to play upon a wid"'~. miaapprehen• 
SIOD of u., nature of eorpo~ surpJ.-. The >Olplication of tlleir 
remarb ;, Ill at oorponto surpluso. C)OI)8illt of poola of liquid ......, 
cub and tho lib, which oorporati~ keep anUable for 1180 in -· 
~... AA I bne noted liHore, "rru't>llla" appoars on the liability 
Sldt, not the IB!!tt sjde, of a oorporatron'o bca1u>ce abeet, and n:ry 
f""'uenily rtp..-uts ltied - aueh as plant, maciDn.ry, or intt.n· 
gible •-• ouch u ~ will", pa~nt rigbt.o, aod .., forth, ""'"' of 
which can be "spent to on- dep.._jon rieeds or to rtpair dlliiiii!M 
couso<l 1>1 a flood, or any other emorgoncy. It is not tbe ,.;,.. of a 
booklceeping figure called ourplm that determin .. the ability of a 
oorporolion to meet a depression or other contingency, but nth.,. 
the amount of tho total ai!SOts of the corporation con•ptired 1fit.h ita 
obligations, and mll!!t particularly the proportion of it.tJ assetl which it 
keeps in liquid fonn. The J>ropoeod meaaure would have no inlluonoe 
whatever UpoD the (Onn lO which I corporation might deei& to 
keep ita ..,.t., nor does it limit the total anlOUnt of capital that & 

corporation may oequire. When a corporation withholds eu.....,nt 
earnings from iu otoCkboidei'B it is obUiining now capital from tMm, 
thooah often without their explti8 .,.....nt, no IMa than wh611 lba 
&tocliholdtre employ porti001 of their diridencla co purcbaa& add:i· 
tiont.l eeeuriti .. or tho corpon.tioo. 
~re are aome whO) lho..gb admittin~t the in<quiti .. of the uiiJI.. 

inc o-,sttm of rorporatlOO taxes, nevm.Mt.. ddm.i it oa the groand 
that the oorporlt6 eurpl.- that are tll~a built up hee from aur
tuts serve a publie function by enabling corporations to rnaintein 
employment at a higher le-rel than would otherwise be por!IDble in 
periods of deprt88iOD. Now, the moet ob•iom faot bearing on thia 
argumMt Ia that it oimply did not work, u I aholl obow 1n detail 
shortly, when in 1929 the ~tellt dep,...;on thio country baa tYOr 
e,xpenenoed came upon u&. Not only do we now lmow lbat the -· 
ponte ourpl- aeeumuloted in the twflfttiM .,.,.. Dot .-1 co any 
~t extmt., in the ~le, to maintain tm~ darinc the 
aepression but .... ablo hue 81>11\e ground for .... peeting thot the 
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a«1UUlUiation of tt- vtrv rorpont~ ourpiWitS OSl'i-tt'd noot~riollr •• 
,...,ng tho deJ>.-ion. 'rhu,, it has be<on llrgu~d by very ..., 1~..:t. 
able f(Q[Iomic auchoritylhJit.JuJoog th6 ca.uses of chu dep~i•m Wb 
otU"injr of <OiliOJmJ>hon chrongb the ".'lhdrowal o f a too lo'lt 

pruf>Oih•oO of our fund. lor rorporott I'OJlotal ox~ndu u~. {. 1~ '"" 

qull6 ~Je tho~ in manJ i!.stao<eo, !"'t>ortao~ in the ~I(K~It, 
o•tru1oansion of ploot coplltoly Willi shmulated by & de;;oro of the 

rontrolling Ftorkholdrrs in t'Orporacion~J to ~invPSt. Clt.rn~~ tor ihe 
P•'l- olavoldiog lloe tuft! that th~y would have t>•id if ~orohlgi 
,..,.. dl!triborted I lt is al'<> held by onouy that Oll<l of the •i•o0111 
onftuo.- .omrobuti~ to tho great tilO(k·market boom of the 1• 
l1fenli01 " " the Jlihng IIJ) or l'Orp<lntt6 surphlileH. Stock·lllll'ket 
l]l('('Uiati()ll, which load a t ... ady ~~~ StionuJaiAJd by the IUUI'O piling 

up of audo """1''......., wasfurth..,. sumulact'd by ll1e ••olume ofiurt1103 
fllndt poured onto brchn.' loons by corpurot ioJIS. 

Outlet ,., uamine sp«iftcollv the contention that tbeoe otturuu
t..tfd JUrpluti • ·ere adually usid during the depre&l:ion to maint.io 
NUI>Ioyme.nt~ dividends. 111d other payments. Largu figures lll'C fre. 

qutnlly tic .. l to.,..,,~,. the aggregate IOIISeS of OOrJ>orationa dur. 
Wlj( tht dtp,....IOIL Eithor by -direet. ilot...,..nt or by omplication 

tho (O)Ilt~DtK>n ,. made thatth ... lossoa l'fJlrtSent the amounta which 

<O<'!Mintoons ha•·• had to I'"Y out, in fX<:e$1 ol their n><:eipL< to 
•oil<•.-., biiJlJIIiero of materoaiJ<, bondholder., and tim like· omd that 
Mly their p•~•iou!ly acaunuloted surp1Wil8 allowed Uoem 'to do Ibis 

"""'"'' balobupt<y. 
ll't ~"" boon at pai.ns to ua~ the matter a little further on 

th• too.,. of tht actualoncoo.,t-tu rtturns filed b,r. corporationto, ond 
•• lhod that the (ii{IJI'f8 r<JMirtt~l each year to tho Bureau of lnleo·no l 
~'·tmlt-. an~ ~nk111gly at ''aria nee with this contention or belief. 
Ut ~,.?~you 00!00 of~ fa<ttthat I lhall present in greater drtoil 
ID 11..,.. alladled co thos illltmtnt: 

t Fn'Ot. II we COM>Iidato the income te<'Ounts of all oorporotioos 

or Nteh of Ooo 3 years •. l031-il-3, indu• i••e, "''' find thot they o-epoo1.etl 

:~~~~7~• lift ,deficot for this 3-year period, after tues, of O.G 

- ":'m~ rs. J1 
• d!:J' fi~d, ho ... e•·er, that this agJ,-regate net deficit 

d,., -6' • !•~ utton" OOOle 11.2 billion doll a I'll for depmll
lor b.~Jeb 1 

omlloon dollan fo~ depletion, some 3.7 billion ilollors 

l'OJ>itala...,18'7,h:.J'~et"'!"'• ~·! 1bol_hou dollo~rs f or loss on the sale of 
C'bh OUtla\'a, kj •rn '\\ 11(' l,llllht IHI IU, do DOt l'eJ)re6f.Dt CUt'tellt 

'"""' .. ora., ~f:. a"~ or •mJ>Io~mect, dh•ideods, and 80 fortlt. In 
... h,.,.., ded..,.,~1• 11ft on<oooe of corpontions before tb"'-' 

..,,. than If billion' doll • " 0 1'til d•P.rt<sioo in history, was a little 
tllan 13 billion tloU.,.,. 'f!" and theor .taijh dividends a. little mor<> 
n~ and HChtr IJtrmeuu. or t."'rpor~tllons as a whole, di\•idends, 
••I 110t !...., at<um<tlated ·-~"1Jout or

1 
eurrent receiJltAI, primorilv. 

of ....,..,,ion. .,.,,.. indted "I" surp ,...._" The !look surphW.. 

lJ!kl'flnott, noo hy ortullea h ~luad. but they were reduced on the 

"' ...... •• •h• booka r o' 'l•bni'S<o.nent<!, hut by the wriling-dowu 
It onoy .-.u bo ob' 0 

1 l<' rortMinotoon& 

:t:_• n•·ladt fina1J.j~ ~dj1 ~h<>e fig~o~ may bt dl'<'!'pthe ~ooHu,.. 
• ,..,.. lor -linoncia) "' • nonfiill..,ool rorpont ions. But the 

'fM>t'lt~ons •lvnt, • ·hieh indmle aU or our 

1111\'JO<U& AOI', .l Ul 

manufacturing, noining, tnerebandi.oing, !'ftd ehnilar .boRn- =po
rotion., t•ll cr • ., same ttory. Nonflnaneotl oorporotJOrlt "'porte<! • 

ooet "'Q!~f, .. te d~licit altor tu<:M lor lhe 3 )'<lira, 193148. inclusive, 

or u bilhon dolllll'S. ~ir ~ incon .. before nl~~ ded~oos, 

h.,.,. ... , amounted lo II. I billion dollora. and the dindtlt<U paid to 

JO.G bill:on dollars. It it obviouo that th& previoully .......,olat.ed 

!',UrJ>Iuaes of nonfinancial cori>Orauon.s, while rtdooed by valuation 

deduction8 did not repiUIOllt iquid rooou~ thal w~re d rown u pon, 

in the ogg;..r"'· to pay """""or dividencU. ·n.. coalt and iDvHot· 
onent& of ol nonfinancial C!OI'pOI'OtiODS submottinp; balan<t ~ 

amounted to 8:l.7 l!illion dollan~ at the end of 1112$; a t lhe tnd of 

J9'J3 lhey arnotlloted to 33.6 billion dollars. 
&nator llLAQL Liquid -t.ol 
Mr. HA..s. Liquid ._ta; yH.. . . 
Even if we ocinliM our attention to defieot nonfinancial corpon· 

rion&-thot ill, nonfinancial corporations reporting no ltOtlltory -. 

income-.,·• ftnd that valuation deduction; "r&\her than c.ub-o~rat

ing IOO!Sett ae<-Ounted for lhe la~t pot't of tlt01r ~~ "<:l' 1.-• 
during the dtJII'Wlllion • . D uring the 8 yean~, 1931~• IOOIISift,_lhe 

os:gregate net IOSS08 ofttr tuts of theso nonlinor•"!•l corporoliooo. 

that report"'! no net iol<le>me amounted to 1.2.1 btllioo dollars: but 

9.6 bililon dollars of thi• aggrtgat~ deficit, or 78 J>erttllt, rep"'" 

8(inted ''ahmlion deductions, prhnaril¥, rather than cash operat11~g 
ditobursemento in excess of easl~ ~pts. rt '!'Jould be ~ on 
mind moroover. that a corporolton lB mcluded on the d.tficit group 

only \n th- ~rs in whiCh it reporl8 no net income; so that. the 

figures that 1 lrove jutt cil«< include the 1.-. of all corporouona 

durin,(! thei~ worst )'oars of the depre!!lsiOII, and ,do uot iuelude their 

lltt income, tf any, Ul Otht'r ~·e-ars or the dej)J'e8iiiiOn. , 

Tht 6gul'f0 that I hove oted Wtre obtotned from the oncome-lu 

~urm actually filed by corporation• with the Bureau of Int~ol 

Jt• r·enue. It • hould be pointed out that there were other d"'!tlthona 

in the book -.urplus" of corporations bef!ides lhOlle allowed lor mcome

tax purposes, o nd some of these repr.,...nted C~U~h outlay•. 1 want to 

rruoke it c lear abo lbattbe 6guroo that I _ba•·t prtJ!fJiled for ~U oor· 

porotions, lor all nonfinancial corporations, and for dtfitt~ non. 

finoneial corporntiona only, are ag@Hgate ligureo and ore IUbJ<'Ct lo 

tho limit.ntiollll of all aggrcg•te ancl "?mJl081le d•t•: ' r hcy are not 

ncee-rily representative of the experoenoe or Jli'Od.IC<'I o f any pu
ticulu oorponlion. I t is also trU& that m many cases oorporatooo• 

emploYed a portion of the ft<leipts charged !'II as r'OI!"'tlon ottnos for 

"""~ry roploct'ment• of pl~nt and maeb.mery. Finol!y, I "!'onld 

tXIint out th11t most eorpora.hon:'J aro pe~1Ued to a:en;18f a liberal 

f'lnge of diocrelion in U1o valuatJon of Uoeor aaoeu on.tb~\1' 0\l'tlbooka.. 

and for tl~eir own piU'J)Oel'l. Many of them l'\lv~lue thtor OROel4! UP· 

W8M during periods of prooperity, lhe..by Crtob~g din-<1 O~didono 

to their $Urplus aecounto, indeP."odeoUy of ll>eor ~·cul'ftnt o-. 

Simil•rly, in periods of ~epressoOI\ many corpo~tions ma~ lai'JI" 
\\•rite-downs io the valuat.ion of the1r awta: on C btu own book:i, and 
they make OOM"e$Jl0Ddintt 1'\\duction• in their boo!< IIW'J>lWI •"""!"'liL 
Altho~b the o«::Unhng ~lbodo o.l corporotJOO.• ~rv ronsiclfor . 

ably, oueh-varialions do""'" allect. tb• UICOIIIO and deficit ~~gu.., that 
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UiDUK J.C1f, ltll 

I ..,. ~ beet .. tho rrcutatioas of lhe n- of ta~~rna~ 
~ 11 wtU :..tho ot.tates, ley down suboit&DIWiy unil01111 "' ... 
wlllo d--u.aooe of tAxable iond. nonl&zab!e - Tbe ;&. 
,.. aJao ,...., .... ~ data m eoonO<tJon ••t.b -...ntl<lll 
*' tu .... ,... Only a limited use can be made of U... b&l-... 
"""' c1a1a, bo<oiiM, in """tnl!t to the uniform ..W. tor U.. doter. 
..U..W. of tauble i,_,., II~ Bureau b;.t not cribed detailed 
..,.form 1't'plati001 for i>UaJlclt.~ d~ta. It d alto be aaid 
ll>at our 111tittic:s of income are not etrieUy compA,..ble frotn ytar 
.., J"r, '*"""of challgM in law, iJ> a8lliation11 for oolliiOiidated rt· 
Wma, and othtr fld.ors. 

Nevtrthtl..., thfM limitations of the data obtained from oorpora. 
lion income-lax rthmUI do not impair the ~11erJI ~ncluai0111 th•L 
J hue drawn MJ>ecling the ehaneter of oorporajj011 dl>lkit.t during 
tho dep...-... and lito lli'OI made, such as they were, of t.bo aeoumu. 
IMed corporoto ~ It m..t be f!lllphasiZed., in oont.radidioo to 
aariaio ·~ ~ Lhat have gained cooeiderab16 eur
.-y, lhot rtdldMI in btok •rpluses triWlg in Ute la.hion tbat I 
bo"' oaiJi..,. do AOt rt~l funds paid out to employ ltboo-, to 
P""'s* 1101trialo, or to PIT io.tere~t or dividends. 

Ia ......,.., ~1M ligUrts tq>Orteci to the BurMu of Tn~roal &r
- ~~~~ tadi<ote, lirst. IIIII. {or -poratioos, u a wbole. valutioo 
dod-,...Or u-w tbe ~to net 1._ repoMI during 
tho dt~1011; -.l.ll>at valuation dtductioDS, rather than net -h ..u.,., -nt. for tboluplt. put of lh6 1- reported tvtJt by 
~tiiOitlinoD<tal corporations; iond third, that oorporato aurpl-
1• '1: a~~ bore not btto dnawn down in fact. to mawtain 
.. d P 1\"f0t, ijiYidted pt)'Rltoto, and ol~r diebUnltllltmte during tho •r.:•oo. 

• ..OO""ion, llhould like to state my conviction U>&t the e<»IIOII)io 
&rltU::'r"' ·~hancod io ;"/pooition to the prorc-1 change in cor· 
1!;,.1,~i.,~,ta~~ 0: ;"'"( ~~~~ upon !Oisapprohenoion and miain· 
ap1,. 1 'bl •c & to oorlam of these •rgumel)te may 
In 1n"' I> ~1!"1 ~~80me nt fln;t, blush, they do not withstand analysis. 

'I OJlltuon, we proJlCllllld chan<m in our sy t l •· •·-
ll"!' 18 ... that, in add !lion to ;uj"p-roducf it.· r 0 corpora ........ d ... 
potnl., woold itnt>ro . tb b 1•• Y rotn a rtvMue 8lan • 
a whole. 10 

• c arocter of our eeonolllic organization as 
(The tablta rtltlftd to foUow:) ,_,_....., __ 

, I•IUI4r'r to ll•r(J. JUI - - ._ .=::; •,;:.f 
e:t~c i( -----=-~ .. __ - ,.._ -~~ -=---::::::::.-·--::: ·-... !!I -.~ •• ... ... -· --- --- ~. ..... •• ~ ... --·-·--==-::::::::::: t~- t,l' 10 •• r:; h :::::::::-··--··-~- 1.-= I •• ~"" ---..::::::::::···----- .,..., • • • • :" " ... 

tiiM -----------·--- 1.-- .. •• ·- ··--.... .::::::::::.~ ~=:: IM " t:: ,,........,..~~ ......... • • 

- .aor. lilt 
67 

...................................... d ... ...... ,., .. ~· ..... ... ..... 
Yw 

t'- ..._., ...... 

..... .,..... ==--· ' 

.... ~ ........... -.. if ..... ~ -----.:.. --
·::: --·-_ .. 
.::. 

---~~--+--+--r~--1--

• .....,. ......... .....a .... --. ... ~- ....................... 
Net f~rc:Qit•, ..... , ....... ON. e~~tff NtA 4iriU114t ,.u to,. dl ,...._. .. _., 
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tta•GM.tfll ...... 
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ADOITIONS TO TAXA&I.f IICOMfS Of IHDIVIXJAI.S 
.........., M 836 E~eted Cort)Ofot• Eor~ "-r• EM'tnbuted -~ .. s..wu . ... , .. , 

LUS THNI .. ._ 

•t----

-;;;-==::::.;::::c::":;:"'~ - .,., ... J -...,...__.,._IIUu ., ,. ...... 
.... ,.........~tl.ltH.t =-........._~., ... o._ _ .,....,._ ,.o.N 

"""''"" fulLEr WiU - · t II b •• the .... you ..-~ <fui-· e ·~ 0!" much the write-down ..., 
rurporalionil USI!lng, the wnte-down of capitol """"ta of 

Mr. H • .,. Wo<o.n t't d •. 
S.notor 8411£1' Jt• 1 on IIUt It 1111hc recoro 

'""'""' fi • •ums "I' to $I&OOOoooooo· I ~·1 your wu~. You do 11 ' , , • wa.H ruuning 
..... write-do··· or 10 hi IIi "', ~"" the~· up. Aa.ume lhnt tl•rro 
thi11 t'Otuury for th(\ lASt. 3 ons 0 • olll nt an corporate structu~" in 
tol~{nl1a1 hd tootinued to tro 0~r ".,.):~~r~, llf'\'C~htiless they ~UJAint~l 

• r. ..u& That is ripb.t · · hi t rue, JS jt not t s. ... ,.r n.n.n ,. . 
::':~a~..:':'rp["' t~ raJ J:1~,.";'m~~'ih'., sol~~ aCter the wri"" 
- 11a .., • ou could 1101 · • W"nt....,.own out of...., •• 
• Mr. ~o "'f!1~t it ocn o~ tutpiU~&. •rut •L out or capital •rurl ure; 

St .1. l oa ~ wrne: th, • 
' 11116< 8411«T. ~o· ' f 6 !"'Pital do~·n as we)J ·~- ·"• n. ~lf.S ill!!OI . , a !OU •rate do•-n th . as u"' vu:rer. 

't'hot11 not 0 '""!t• And anybody ._0 cl ~capital of a COrp()rotion, 
Mr. n • ..,. '~'j' oft,.,.; thot i .. ,

1
.:t!t "I'; l 'l11at is •t .. tucory. 

not har• •ns BUr I' 1.10 not lllnking nu lotl o aw. 
hoarin11• P ""'"· I bn,·e not modltirfunent that you should 

S.notor n."'-"r Th . •• argument through t hit 
of I hit tountry • . . • wnt..down ;. 
1101 -oiotd b;'!f'" "ilalftocta the ~:pJ•I~~&ble to the comnl<'~ 

• ltguJnent. I will agree oyment of people. I t it 
YOU have got IIOrut good 

t.et.; bul, a(c.r all, the wrik-<.fown uc.-.:llrred l10<11- all ,-.1- """' 
,Jo"'n. 

Mr. u •• ,. The plant >till ouyNI 1h•~ 
Sen•tvr lJAiutY. All \•alues "·ent do,ul. 
Mr. ll•••· That io rigbt. 
S.uotor lhti.&T. Now, t.hi8 write-down OC<lurrtd without impoiriog 

the capital or mtkin& the oorpont.iuuo in.olvtot, aod tbenfore tbey 
continu•d 10 OPfrate. Suppooe they had hotl no surplus, thou t..., 
write-do•n would hne broken t•ory one of them and You would 
have thiol country filled with .-i•tnhipo. That L• the point. 

Mr. H•-d. I aan not trying lo make • 1x»nt 1:1 to how a corporation 
mould orgamr.e il< capilallilructurt. 

S.notor D.uo.KY. I am Dot. either. 
Mr. IUA& Whflhu lhty can witlu.uond lht iituation that you 

point.ed 011t io largtll contingent upoa it. 
Senator a ......... Just- lell ""' how I hey would havt withitood u... 

write-down of $11 ,000,000 in 3 y••rs if they did not have a surplus 
to be •blc to wril& i~ down. They woultl h•••• e<rto.inly IJoeoolo..
inllol vent. 

~11-. Hu8. Tho point is, ~[r. Senator. thot X have Mver, tbrough
.out. the lMtirnony. tried to put. up any c.-a~e ag1inst nClC buiJdin~ up a 
surplus. I have tried lo provt •t L'Onld be built up, I hno tr1ed 1c> 
prove it did not empl<>y labor. it did not do th ... other thinjlS. 

S.'Ualor UAIOZT. It kept ruillions of people employed, it l<ept the 
industri .. going and they WIJ>Ioyed tho labor. 

Mr. H.<A& N'o; I do not thiolc eo . 
S.nator BAIL&T. n.. abilitJ to witb~and the rnta-down p16-

\'ented the corporation fl'ODI 'going into .-ivtr&bip. The law ;. 
•·ery oimple. ff tho capit•l stock of a oorporation i• impaired tl1en 
a lllockbolder can boinl( an action for ,_ ... ., ... ip. 

Mr. H••" Th•t i• • legal point, 
Senator R•wrn<oo. llr. Rau, you hove made oome definitAI stato

ment8 hea-c in the 1.-s t pllt'ftgnaph, or ntxt. to the lut, in which you say 
rrending]: 

Flnu. It •'t' ~ n;aollfllle cbe tn.rome •eeount4 ot 111 t'Ot'I\Of'llll loa tor Ht'b ot U• 
3 nora. 1831-.."'13. lothatfl\·~. we ftnd lhlt tbf!)" rft)Otr~l •n IU'Tflate DH (lt-Jdl tor lhbl 3-Yt•r l)l.."'t"lod. after the&. ot 4.8 bUIIon dolt.""' 

Did not you hno the Jigures btfort you when you dictated tho&. 
otattmftlt! 

llr. ltuJ. Th ... are figu,.. from Lbe income .....,.,!. S.nator 
Dailey ~·u ..rting for figurto from the bela~K"HJ>eot. a«''OInt. 'l'h<MO 
fi~t~Jrt'8 a re in lhore in the table in the baclr. 

Senator RA1JnN08. All rij!bt. 
Senator ColfNAU.T. Mr. Bus, Itt me ..ro you one question. Sup

poeo t.he.re weN' not any corpon1tions 11t all 1nd that we were doin~ 
bu.sinOM •• indh·iduala fli'OUl""f lo~ther ond pooled our a!Wbl In 
tJ1..., cori>O,..Iion•; is it not the theory of this bill, if tha~ had been 
lhc """''• thot we would be S"tting now the ume amount of n10noy u 
we prop<>~ie to get und<r t.lilio bill I 

Mr. H••a. Jn other word&, if U1ere wu no corporat. form of buod
neoo and ~ were all opont~ "'! pertnfn and nodoio>« eloe.l 

S.nator Co><H.W.T. If "v~y 11n<~r the p,_,l law ,...., op
erating u pertnerahipe or as indiridualM aacl -were tax"-g tho,. 
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undo rthoui..lmJ!IU ratee we would be getting ju>Ot u mad! mu,,. 
ar~roxim•t•lr tho oame amoun~ of money ... wo pro(~ to gl>t un~ 
lli11 biUI 

llr. llul. y Ill, air. 
S.aowr C4>>.w.r. The tboo'1 of lhia bill is that we are not • 

1o allow the dtviee of a eorporatJon to peev;mt the Oo•tmmtm'ttng 
at(ting what 1t would otherwi,. uet if tl1cee was not a corporat'ro~ 

Mr.11ull. Euctly, Mr. &n•tor. 
100 

S..nator u ...... 08. Just a minote. 1'besc tablcooe you indicate 
'""" 18:11 to 11133 . I ""PJ'(IEie that is inclll!i.., I are 

llr. llua. We ~lthat was the worst period 
ll<nalor liAtTINOII. Wl1y did not you include J03i t 
Mr. l!AAII. In ."'Y.fil•_lemeut be~'ft J tried to bo v""Y .,.,..ruJ 1 

(lOin~ out dtJl,·lfntlb 111 th• data. lt did not aJf<'Ct m:y concJ · · 

m tlua .... : I took tho fil!''"" ..-hi<h J thought,..,.., at til$ bott~~:'f 
tbodep ...... on. We would be ~lad to put in 1934 if 00 want n 
do!""huoitrightnow; it U,notavanoblo. Y to. We 

Senator n,,.<!k- 1 v:nnt to find out if you have any statement I 'ch 

l fd!"'~~-~plled •·11h. ,.,.r.,.nce to ~·rilt-do~·ns. ., to the am~u u 
o "u that aee l"!'d br tho c:ocnpanifl! dlll'in that perio.l CO:, = t .:.r other~ and the other items. )li ... :rou <IOtllpil..i 

Mr.lf.•s. We can get it, 

'"!t"~:Ufd ... ac::d ~~":'~ ~:,~f'l~f' diffieulty in gdting it, .., 

~~· Jlus. Y M; I will !!<t iL 
""nttorf.osr:II<IIN M A 
Mr. HAAs. Yee & .. ~· us, may I nsk a question I 
S.llltor Lo,....;..,. Sa r. . 

<'Of'J>Or'atim •n• . . ~corJ>Ontion "A" owru all of tbe otock. 
ponUOQ "B" PIYs ~~ w,..., to qualify the directors, and 0: 
'"" t ...... ry or corporatio 

1•00~1• t u , the balll.nee is turned into 
bil! bo Allowed the doduetio~' oAf 1\, would co,rporation "A • under this 

.-Jr. HAAs. Af 'l'u . • P<reent 
Mr. Tna.-u. 'iVhO::Ji~'llanswer that. 
8to.Jor Los-.. eo.-p.!l:(!l!boo f 

s:':!'00 :n•; uce~ tho slia:;,.""d:~" owns all of the stock in cor-

01~~f'lhip; ''lrJIOr>iliOn "B" pays 15. •ee. necessary to qualify ~· 
obu-1/:oent to CO<JIOralion "..\." ,t:?/j"•nt corJl'!rate tu:, t urmng .. ~:.~r' 16 percent .. tb•t s.; ~ corpo~lion ':A • again 1>6 

'l ;;.:!,_ nt that 1t ,_,_ ll"CCIl ita 
., r. _. \:L,--.:1' \ ' ou 
~.tor r.o,.·ao.,._"'f: •';Iller lbo proJlOiled bill! 

.,Jr. "'"''"'· h do ,'J&slr. 
~":.~ll OUL in diJ.l'.!nda ~~ ~h~~or not ~poration "A" de

.,. tlio G.$ pororol ~ pa,., 15-perceot alders. U COrporalioo "B" 

di.c.,b•<M~t IL "-i< .. will de ~the lu o f eorporatioo "A" 
"~ l"'l' on t"• >~ockholdors. II it ';r _on tbe percootage that it 

1$.1'•1\'tnt t!... "· I r it in i urn rctoJr::;{'~1t<16 100 Jl'!rcent, it will 
ilonau.r Lrut-.. X . P<rconL, 1t WJU JUlY a 

"tloo- •ad that"' • ol'"!botandin th 
li!r. '!'to......., Th••~tiOO "B• ,!_ t"• faet that the ownertlilip 

· - '* ngbt. ""'" • pe.,.,ntf 
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Senator l ..ow-..x. Now, woulrl not that be a double &uatioo un 

that 85 percontf 
Mr. Tnal<ICY. Well, of oourso, •• have to apply tho laJr tn ... 11 

oorporatioo, in order to Jll't~tnt tbe holding o f l.be eot i"' inron•• m 

"""corporauoo iD tht cha1n and in ~>rder 10 «K til$ lllO.,.Y mw lhu 
hands in indiridual Moddlolden. 

&nator LoNDO•"· Y~J<i bot if the corporations are to w0010ly aliluo 

in the nature of tJ>ejr bw.in'-""! and the pan>ut o~tion ""gorda tho 
oublidiary aa a .-tty to enable it to tarry on, tMt. ia l.be ..... 1 baYe 

inulincL 
Mr . ThRJ<fiY. If the aubeidiary d~laree all ito iuCOIJM! in dirideods, 

tho oub6idiary will not pay any tas. The double taxation only oocura 

when you bave a .retention of >IICOUI<l iu both corporationll. 

S.nator LoND(I.UI. You m.,.n that could he avoiOOd by ha••ing the 

oubeitliary turn o~r all or iiB eaminp to the partot co~tioo ( 
Mr. 'l'lialfiY. Yes, lrir; the corporate tax under the b11l is ba8ed on 

tile percent11go of corpon~te income ""tained. If we comp•re th& tax 

on an operating corporation owned by individuals. assuming a gh·on 

income and IUIIOUDt of rebUned earnillf!S, with the t""' on an enterpriae 

eo<uilloting of lUI operatin~~: company o•--' by a holdif14! company 

which is owned by individuals, a•uming the IIIUJ\e incom" and the 

.. me total reto_ntion in one or both of the oorJ)Oratio.ns, wo may find 

two t.uea, but the tot.al amount of taJI ,.;n not oo mort, and may bo 

let~, than in the first ....._ 
Senator Lol<EIICA.l<. Thank you. 
'l1le eu,.,a.u.:<. Thark you very mucl!, Mr. H aas. 

ITATEIUJ;IT OP PI.Alfi[L1]( SPUOEJI EDX011Jl8, PBlLAJIELPliiA, 

PA., IUU'li.E8EJITil0 TBll PBlLAJIELPBlA 0 ll A X BE:& OP 

COXJO:RCB 

The Cn•nou..:<. M r. Edmonds, u 1 understand it, you eep,....n~ 

the Philadelphia Chamber of Couuncrco f 
Wr. EoMoMce. That io right, sir. 
The OaAWI.&l<. All ri(llit, you may procotd. 
lll r. EoxoNllll- Mr. Chairman and membert1 of the committee, the 

Pbiladelpbio Chamber of Commerce hos abou~ 2,000 members repre

flllntlng manufacture ... , wholesale111, retailer .. , tradesmen or a ll kmdo 

in Philadelphia. W e hn~ had for ~vera! years a ooiDJillttee ou tan· 
tion and publk u peoditu res, o( • ·hicb I have~~~ chairman durin& 

that whole period, com~ o f about 4il meml~ra. We hue mada a 

lllUdy of the tu:ing probl~rnB from the point or view of Phila.Wilbia. 

Wo havo gathered datu ond we bno prepared a report, oirl which we 

will bo glad to delh•er to ...,h member of the oouumttec>. 'I' lit "'port, 

on iiB revene side, contairu; the non>M of tho mem.ben1 o f the com· 

m.it~, 90 you can see tbe """"'- in wb.ich liter a"' engopl. (See 
data ot cl"'"' or ~lr. Edmonds tftitimony.) 

S.nator Co1nuu.T. May I interrupt you there for one queetioof 

Mr . EoxoNce. Yes. 
Senator Co•lf.ou.Y. Baa the State of P•nllll)'lvarua otiU oo ita 

llatuta boob an act eumpW>g manufad11"'"" from tad 
Mr. EollONllll- Yon J08JI the capital ...well tu:f 
Senator CowN.u.r.T. I am talking aboul the Stato law. 
r.fr. EoMONI)II. No; it has not. 
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Nml<ot eo,. ........ Do yoo n<lt bO\'t • law in P,.nnoylvan •• that 
~~r'Ptf 'll IDln Uflf1Urt'n frorn ta.xf 

)lr. t:"""" ... ll'r had a law in Penn,.-ylnnia for 40 y~,.. wlrirh 
otx""l""'l tap1tal tnga~ in manufacturing from th• <ap1tal ..tO<k 
taJ That law wu rhan~ in 1~. for. a 2·yf0r ~riod, 110 thty 
n •ll<l hort a wtJ for unemploymtnt-rthef taxeo<. NOw, in 1931. 
wt..n that rhanj(< tspim . l cornet tell what will hap~n then. ' 

H.·nll(1f'" ('(,,l\AU;r. Btn ! till I he manuJaeturenr in J)ennatlunia 
ha''t 1t111h·antas:e today over most of the manufarlurcrB thrOus:htmt 
tho l 'nitrrl Htatt .. ! 

Mr . • .," ''"'"'· Not today. 
Stn1Um fu~s.u.o~.Y. Not in this ternJ>Orary period of 2 Yflau"Mt 
~l r. l·~ol!OSI)8. 'J'I1en- w11s o period when PetUtRylva1iiR fftvOred 

Jnamafl ctUr('111, :illd I hope it will favor thern ugaiu. I .ttt'4' uu ubjtt
t ion to tluu point of view. 

:--f'nltur(•o~s•a.u. l am not nrguin~ that. I jukl Wlllllt""tf tu know 
whl'l ht r that " not the fact. 

Htnator K " o. llo,..<r<r. the .,.,.1$ wert taxabl~ t 
Mr .. Eo~'l'llll. Yto: t~e n:at e>.tate.and every thing ""'' tauble, but 

wb.-n U t'llllf to tht a.ptta~ Jht"ested tn manufactnrmg it " 'att t~rmr~ 
fnwn till! -•ax. thr np1tal-1;tod< tax: llOI 11 all from tht rnrpon 
lJOft ntt lnt•otnt la.s~ 

:., j· I "''"!ld like !O "*Y· Mr. Chainnan. that our ronuuitt~ hl8 
<,,.,.., ,.,...ltl11• btl! wrth ,..~ great care, and ,... would like to p,._ 
,.,.nl flf•fh4" thouptu~ to you w1th f'f'fnent"e to it "' hich art h.-...tilr to 
11 ... ~~·j"'"!on of .tht bi!l. aod T want to h.;, .• you vtry franldr tbt 
""' "" •1•r 1t , wh•rh "''" be mort elabOrate.! nn in the 1mnt•d 
mtmnranc um. 

V 1; 11 .. ft l'>t \'ln.t'f WI' rt!f11rd tlt i! biJI R> fiscnlfl•. f NIIIl thl' Wli nt Of ,:! .. _ or thf
1 

( n\('fUI'lli"lll, lln Un~und pi('(lr of fPI(ii<lft l iOn \\thyf 
-'"'11'11 t •K •r tht 0fl\'t>ru111, 11t •. 1 .· . 1 • . 

tu.-. 1 · 1 . . l:o; 1\' )Jn~ \Cry nrn(•l)' IIJ)()II lnt~mue 
111'u" ·h~ 1\1h~u~.1 :~r~ tl' ~~:1 lnt·o~•.•(l:~ox lnw which · tti''t.; J:Ou widf' vOri~ .... 
i111 dirr,. r,~n t rrum tllt~t ~,}(' c~'0H 1fi1~:n~ . . Now. )'our ancomf·· lux Jlaw 
nor1ain fl~run~ hr~ "''hirh 't'~\ . r~'f an that ~)~ 11icuhtr. T hRW} 
.. hun\ " 'f' n-~an1 u thf n oo. O l ttrn ror~ f~l Y rJt'nd. ~rr. P~trker, 
tJ~ l'~'tu ltd St1 tt., 1 t ft«•uratl' staust tcann em t hi1t HllbjN'1 iu 

"f1w.C'uul l4 \N. ~\nd tl~ · 
• Mr. J.:t.)f•l:!\QII. ·naat if R ton!nutr~ SO n.-;.. ... nls him~ tno. 
lhJ,! lfn .. " lhc- r nitf'd ~~ t~~ ''li I u the 1!\ Yf'AI"' ~IJt to •nd int lutf ... 
tu..._ That j, tl,. F;lal "' ""'00 $21,99.1,000,000 from income 
~'.GG:!.tll\ffl). Thf' .~-/" Go,·~rn!ner•L Great Britain t'll,lltdtd 
,...~ 1.1»-!,II~J.to lt), and i rafj annna~ •~ron,. tax i11 the l 'nitl'<l $Utt('l! 
~ .... ,.~;- 1L • • 

0 . ,..t llntam $1.300000""" 
I . '" "'" ·•n•••~ . h • •'NV. 
~ tnn.a~~~~' .-._. $i·li.OO.ooo ~n t a t &an.e 13·~·<"Ar period. Our 
a,.t'' !· 10 lll:IO. In otl"'r ,.. · 

10 193.1• ".nd "!'• luj(b...,t "'"" $2,410,
u th htxh..t aOliMIIIt< tO 'H:J Oftb. the d tSf>llnty hf·t W ... •n th~ lOW~ 
~ln.l d'l 'An .. that '04.1 t."tt ( Pf'.n'f'Ut Thttt JS the Vlriation in the 
• uw, • h.~tt .-... it in c· ro"-~o .n~rue taxation. 

""• ''11•1 1J00 ""' · ,,.., urrt.,n! Th · 1 · 
1•.'3. -\-..~< :'"."'· .'" III'J.i, and th. · 1.,.. err owtst 111 that~·rind 
t- ''"'"'•narto r t"l l" ,,,..,l est Wll " $lfYJOOOO ' 
.. ~~ llfn'tnt. n rom low~, l o hisrhest ·a a7 . , ' ' 1ft 

Stnacor c6 x 1 llf-~~nt, and OUnf 
l h• llrtti,J , SMJ.t . In otlwr w l 1 •~ atNut ort s, you fa\·o1· out• adoption of 
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Mr. Eot~osPL Oh't ~ jlL .. t.. a W(KD~f~l on that, ~nator. I wa~t. to 
txplain wht·l"f! that '~raatum 11. Our lDClOIM--lU la• ha_• a vanablft 
f .. tu ... 10 it an•l thNr In• d.,., 1104. hl\' 0 that fe<~tll,. 10 II. 11"')' 
tax i.ucotnf' the annuel nt·urrfut J(l.in., w-hat tiM &\"tra~ men thinb 
o ( as incon~t ; • t ta:t inoonlf. including rapital ..,ins and lt~~to~, ancl 
it is the <al'ttall(llln. and 1-wbicb eaused all the troublo 111 '"
variations m inoonWt tas. 

Senatllr B•uu:Y. Are you referring to lhot corporate tax o r the 
individuAl tuf . 

Mr. Eo><O><IMI. 1'hi1 is OO.h. 'lbis is all o( the income taxt'fl in Uu~ 
period. . . . 

The CnAuuu.w. Tn olhtr words, you advoeete the rhnunauon of 
tbe income·tnx low! 

Mr. EoMON'O~. No, • ir ; I haven't goi.IA.'n that for, beeau"" U1ot i• 
not before th• oouunitk..,. So you 'have this variablo factor tllll 
~win~ your ancome. up end S"wings. your incoJJ~e down. I n cc•rt.ein 
perio<Js yon ha\'0 a f•a>t Knd II Clertatn other per1odJI you hl\'6 famuw. 
I sal that is bad llocally. . 

:-low, \'OU proJ>OM'I to add anntber featu!'t, namely, by enrouragtng 
the d isttibut1011 of the t>ro6t8, all the pr06ts,,or a ~·ery Ia~ J>n>por
!ion of tbfl prolita. ln th• good t ... rs you 'ltlll swmg up hlglltr anti 
in the bad r ••ro you ~ down lo ,.er. . . . 

Senator CossAU.Y. Do you adv-te Jessenmg the tax m tuDel 
of pi"'O!p<'l'ity a.nd making it higher in periods of bard tin1flll 

.\Jr. Eoxo,. D6. J advooate a taxin,ll system. whieb wi!l Jli"" yo!' a 
m..-e stable buiJ. Tha~ iJ what f think bDBlD .... rt<JU!"""- .I thm.k 
UU. busin..., of going up and down by 223 percent 111 2 y•a~ 111 
absurd. WhM you have the feast., whieb enoouraj!e$ ove,..penrltng 
on tho pan of ''"' Oovernment1 they ha,·e golthe money, and when 
you havo got the famine, that rs when tbe people are hr.rd up, then 
you have got . to levy a lot. of new ~OX"!! in order to make np tho 
deficit. That •• not ~I flocal orgnmzahon. . 

Senutor 'BARKLeY, In onl~·r to. llJ.we a ~en~ral levtl of tu:<fH, 1M> 1t 
w-ill 00 the ... om<': in clepre8fcll?ll tun~ as m tames 9f.J>n>HJM'rlt,)', you 
hnve ~,rot to inct't'a*" tho rtte 1n frumncs and lower 1t m fea~o~ts. 

~fr. Eo>10Nil8. •ro some dojm'(". '!'hey ha\·~ done i! in E!•gland. 
In thi• partit nlar JWrind we lo101\' the Englr>h are moreasmg !Ire 
income tax. 11wn nlao you hav-e towered eertam fornUJ of taxation 
wbieb are jul!i u o;table as tbe English taxes.. Take yon.r.tobe<ro tax. 
The tobe<ro tax ill u .. IM"t tax from the po1nt o f stabil•ty that you 
have got 011 tl~ t<lahlle book., anti it i• the Jo,..est tax in tfie ~~nt
•8! of C<ll't to roll!'<l. That ;. a \'ery remarbble f•atu"' 

5<-nator n.&KUY. ·n .. t is the only wartime tax that ha• nf\~r 
been rtdu('f(l in t imH of war. _ , 

Mr. Eo.)IO:'fDS. It haslin~d in time-. of peact; as. w.-11 I & m. t~n~ of 
war. I thi11k tho toba<:co tax has been on ~·er "'""" the Crvll \\ ~r. 

The CnAJaluN'. Pconn.tyh·euie tlotS not ra1se nmch tobel"CC, dot-. at..t 
Mr. Eoxosuo. Oh, y .. : "'t do, Senal!>r· I ~g your~"!'· ~our 

fondnesw i~ for cigal'ftt~. and mint as for eagars. \\Te rao,e ca.c-r 
tobacco, sir. . 

Tho Cn•••><•><· You raise a lot of tobacco for tb- oiOK*- • 
Mr. EoMOKDI. Whatever they are they are good and they K••• 

com fort to tho ~ple. 
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Sor>ator O..JLIT. Ltt m• My on bthalr of ~ South Carolina 
lann•rslhal. we do not thinlr the tax ~~ tquitahle. The Unit .. ! Star,. 
(lo-.mull'nl gee. f;J.OO a pound, and th~ Iarmer bas g1"oat dtftl<ult 
10 jC<Ittng h•tnty. '!'he fanner work!f nil the year .to produce th! 
~~~ • ....,and the Go•·ernnlfnt dooe notl11ng exoopt e,assmg laww. 

Stnator K1No. The wilneFa AAY8 w('rf:ruablon not equitable!' 
Mr. Eoxosuo. 1 meAn equahloi I mean stable. From the point of 

view of tbe Govunmenl U11t nllk._ a good tax; that is, a goOd n..,al 
I.U. 

t!t-111tor O..oKUT. That will l'ffUit io putting the too.- ~:rowtrt 
"'th• .otablt, ,...,. ... the pn~ be gtta for it"""" not oomp~ will> 
tt.. I'""' thn tbo Gov•miiX'nt gtta. 

Mr. t:Gxo•-.a. lam sorry I ~hi.uptbe illw;tration. .Sow 1 will 
cot boric to '!'Y po!nt. IVe ha•·e a >ituati<?n in whieh you !oroe {lOt 
net eammgs rnto drverse we at a more roptd rate than the ,_iti• 
of bu>tn ... would roquu·t. You would have in 1929 and 1930 a vt 
murh higher retunr I rom the inoome tax than you have now andy~ 
woultl have in1033 a.nd JD<W a very much lower return than' ou have 
now, nr1tl the result would bo that you wvuld accent the JitJcrence 
lrocn the lop of tho hill lo the pit of tho valley. That is a b&d 
arr~tn~treme:nt 

Senator BAILEY, Can you put up • good arwunent for havin a 
dtlltl'tll~ role of tuea on the 11-ne of an individual "-- t'-' g 
rorr-tionl uvur ...., of a 

llr .D>•o~DI. I r"-L · th 
Will • . . ,._, ~· " ' • at I can oet up a good argument. 

N ,1(1011 .. ,.. h guestioo lor a mo~nt or twot 
..rl':l d.; t &ll$ b&d &eally, and I hope I have ~e my poillt 
aencP- al•L ,!· namhel y, you ~rould have no intreased t&x on di'" 

•KM '"" 1n1e w tn you wt h •· 1 ••· 
an lnertued tu on dividend ·"' "tng "· e&st1 and you would hlfe 
fannnt, and tha~ would l't!il~rr ~t th~ t tme Whe';\ you ANI having a 
tha.t th•ro hu been i.n this 0011111," l,"st

11 
re

1 
.. me kind of fiscal rhoc. 

S.nator o .. IO.ET "'""' eiT l or •e 88t 8 yea,.,, 
hn• on intensifying the famit~ 1 would I ho wcrease in rat& fomine 

Mr. kloxox""' l t would ct Ui I . . 
-· to~~ay i!l htroontry is. r n 'o' rnteua• ly the famine.. What I 
of Jlfnnittrng the eorporo~flt 011 •• point of reeo,·ery and instoad 
thO, r.xea. to 1180 the money. you m:.ke ilitm pay 

&...tor Cosx.uu. ~ . 
tu law! you ad•~•~r that we keep the prueot 

Mr. EDllo,,.. I am ad<..,.r' 
1"!('11•1 thot it is too <OO!pli<at.<l"' that you ltne it alone, on the 

"""•lor CoJ<x.u.a.T. you to worlr under the .Prop<l6e<l statute. 
DOW I • aay YOII Wont lO le&\'e It alone like It ia 

Air, F~>co".._ "0t o. · • ' m•on tho p . 
..x"blt~r (\~~NAU.r. Yt.,. - I {'Sent tn.x lawJ 
Mr. •••.wo .. ,., 11 ·o .. 

l eta,HI fur th6 - l u •re ,. ~,.Icing rno tho u · 
taxing matt p.,..nt t"' low l "'l' ''N " <1i estiou "" to whether 
had in tbo ~ ~~d I orn •u,.' SOmt of ti. 1 have a reputation in 

ilrnal{lr c0,. ......... not boon the law • ax la..-s that we h .. e 
1,.,. 11 .~'"'AJLr. A minute ago ~!::at ~:should have bad. 

Air. t:Gxo.'<lll. 1 
At you would wan~ to 

ay, *•• this tax alone, 

IUiftlr'l1a .lfJf. • ••• 

Senator COI!Ilf.u.LY Your argu-..t a wbrl@ &«<""".&hat lh,. 1&.1 
bod .....,ltod ill bil(b tans dur'¥ pencxht of l>roopertty and luj!ll 
incomo and rn r.eriOO. of dep..-:ton of Jow i-. 

Mr Eo110MDA. I arn eorry, &nat.or, I drd not ma.lre mJ80lf dear. 
I ay this: 'fhat you have ·~ prtfllmt ono variable fodor that gi~ 
you a ftaM. or lam in•. , and you PI'OI)O(IO to athl to that a """!""I varaa. 
blc factor wltitb will """"nt the f- and occenl tho faoune. That 
ill the reuon r om oppl*d to th& eeoond faetor. I would lib to 
pus to the f\1'111. fad.or, bat I rorogniu that l!llbjeet. is not bafo,.. 
yon at tho p.-nt time. 

Semtor <.'o><><Au.r. \·ou ""' again• both !odorS, 110 &r u ,.... 
ha..,_, th•ml . • 

Mr. Eo>IOJ<DII. I am against botlt fa<iora oo geot~ pnnc:tplftl of 
eomroon ..,__ U an Engliohman puta '!I a .16 )>1- for a b
race and wint a hund~ J.X>•mds, that ,. h.;, &ood luck; the Goftrn· 
ment t&i«>> nothing out of 1t. 

We have made an artificial delinilaon of illeomo in our .!awe b,
oddlu~ thhr quMtion of capital gains and 1-, and by adding capt· 
tal gams and 1- we havo ~n ou....rYee in~ an unfortunate 
fiscal poo~it.ion in which.,..., bavo th•s feut and famme; .bu~ I recor· 
ni%11 that thht is 1936, and you gentlemen h.a-re a pnodieal prcbleiiD 
befon~. When the time rome& that you will dw wtth that prob
lem, I hope you will invite me to oome down, because I shall be 
•ery glad to rome down. . 
~ow on this IIO()Ood/.roposition, I think fon;mg out the corponlt& 

not .. .;_ius- into divi ends, in my iu!l~~ 11 nry ~ from the 
point of vrew of the inve6l<>r, boca- 1t will 1ntufen wttb tho ncu· 
Jarity which shonld ebarac:terize an innt!IJMrlt. . 

Now you hove had figo.""' p.-ted to you. I ha.., here eert.ain 
figures' .for the Allied ChemiCal, the Americaa Tele{'hone A T..._ 
graph, tl•e Oenerlll, Ekctric, United St&UII Steel, Weotmghouae Elec.. 
trie A Mnnul•cturrng. . 

One of 1 ho Senatora aaked the queMioo about the Amen can Telo· 
phone & Toltgraph. For 191\6 the net inoome was $182,()0(!,000. 
Cash dividends on common and preferred ,lll« k, $167,0!JG,O!JO· No'!, 
all of til- COi])Or&tions, in "- l().)'e&r ~nod1 have mamtainod di"!· 
dtnds The United SW... Steel and Wl'ltingbouae ~ucod their 
divi~ds eomewhot, but they ha"" paid~ dividendo. . All. ~~ 
thCil6 eorpontiono for the Jut 5 Tf'l.rl were (!&)'tD~ out JJlOl'6 "! dtn· 
dtnds than the,r 'ftre jlelting •n net eanungw, ~t they tnecl to 
maintain rogularily. 'Vben tbe,r _,.. a«umulatin!l th.e poalt they 
would be paying henier taxos, and COCI""''U<!Iltly they ,.ou)d -
have tho funds with which to make llwir dioridMd regulnly. I 
insist, from the point of vie."' of t~ go....,me~t tbat wane. ncu· 
larity of iueomo and the pomt of new of the mft!!tor who wanto 
ncularity of return, it i.e bet:Ur to let til- Ol!rpontion8 _..,ootb ·~~ 
the peaks •nd prociJ>ice8 t.hemael•os, and do 1l oo a buill that will 
gi•e them a rtgular•ty of ...tum. • 

1 bod lbllM figure. put in my bands • mumont ogo by the p,.....dW 
of a eorporatioo who Ut in lhlli room today. Na ...., ...-er a f.year 
period prior to 1-. Sl,OOO,OOO. Pro6U, 1$11, lilti,OOO. Pro6t.a, !~ 
$40,000. Pro6t.a, 11136, $100,000.. .Tbal. i.e . •leo,ooo of ~ 
poonble by incm ood aalea. Tin• ,. a reUll otoro. But m ordor to 
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rury ... that 1 • .,.1.,.. "i1h 1111' iOO"tuod ..Uo< the) had t•l in.
thoor UtYPOIIIry b1 $1(l)jli'IO, That WL• I~ df~th>pUlrol uf 1,.,. ~~ 
'11at) ha•llnlncf8tt tho•or I«<OOI• .-101blt bJ !;7~ ••10 ·n IIIIo. 
uo....Jtr to nrry th• ..... -ot.. Thfl' had w mabo ;I • Ill .,... 
!a d1f IC(•rf ln-1 1n 1he dtlinn~ Rrrice Or $15 000 So nprtnt-n_.ne, 
,_.. pl'l•fll rtqu1rrd an oothy of $190.oo0 f..;,111 th~::,!"'!,~ .. 1 I 
""P.'Ial In •-lotr word..,lhty had 10 borrow mou•y"" ,..11 luaa 
th.lr J>rofiu. " 11M' all 

.Now, lh,at ia tht rondition of ruany bUJtin~ todu 
m1oll t••noculorly I he >mall busin...,.. TJ1ey have th -~· ~ hH• 1

• 
wall Htntu•Jiy grow •nd grow Mnny of "OU tl o I ~·I lOt lhfy d~ law r] . 1 ·. .; geu emen 1nu~ ~· 

I 
, ~"t't- )Oil 111\·e seen Ill your prnctiC\' \'''bl"ll of tltunl l ""'; 

n~ 10'~ 'W! rnan works F:a\•es and 1 · 1 . UJ • 
•••ntllolly jWl< I he big llll•i;,..,. Jt seeP ows t m lllont•y bnck, and 
d~ that •ort ,or thing ou~ht .till be 1.J~6t toll•~ lhe OJlJlOI'tunity. to 
w1thout pntlml( too hi~h • tax on lhe .~ 1•• Jl<!Ofll• !''· Amerar1 

lhrou~hlh<>.arrihthatar&oecess:ary 1tb .IJ•Y aro "I'!'"IC to 1(0 
Now,"'! .....,nd point is that lh'- o Ul up the b""'"""'· 

tho in>.,.tor, and it would ho bod~ upbanll·down businr>o~ ;,. bad for 
" ' t1l<o An~trican ptllplt h is bet 1n 1 • 0 "l!' run for the chai'ICIA!r 
I lllrpllllllh.tt waiJ lfa~ I rtguJari~-: 'r ~~·:ed tb~ COfJI01'11tiO<h Wllh 
rttum.tttn 1bou~ th• l t<'ll ula 0 0 

"'
1 01

:"' and • l"f~lorily of 
nlbor than 1ui"« ita:ay f..:::, .;.• 1.srurplus 10 order to carry it on. 

Tht ('n.t.JilriA~ y 01 hi . ~ . m ID t•ses. 
t'o. h.t,.. J'(>ll I • . I ••o I the 61!",.. tlaero or the Gulf ltefinin~t 

Mr. Eo•o~oo. ~o· I ha~o -- . Tb., C' · · ~ , • ._, Sir 
UAIIMAl<. IJI1'l' you tbo fi . 

Mr. ~""""'· No. guns tl1ere of tlae Aluminum Co. 1 
11le CnAIIlUx. You do not 

'~l" ~J!Y paid 0111 in the laot. ~w h~w much in the way of dil>i. 
r. I'AIMONos. I ha''t no kn wl ea.rs "&.I ... rt rNIClO to il in tho fl~t' edg• or lh~ Aluminum Co. I hii'O 

'11 hi tor llAu..r.r. l think I SC.II~ so•ue I uno. 

181:~,• few ~~"t'<'k• ago, 1h111 0~1~,11~0th~ paper, in the Now Yo1•k 
M E.,"'· · 0 o.r s euraun111 they paid about 
' r. MONilll, I think Sen t 
=~: mak~ lawa lo;the o::i'~OStOUJ!ht !<> COilJlider this: If you 

Th Co ll0111<1llar oorporati""• ''~ Wltb the view of ratdaing 
,,.,~ IIAI""""· We,,. IWI ~·-..Yon .... u make foolish Jawo. 

r:~~...:."':!u·••n trying lo mak?'"5 to Clllch ju,.t 60111C or the .,.,... 
1"111 '!"'allow all their .. on. ODil laws.'"' that cemin iwoti 
M~.;lwl ~ntqualitito of the 1'1111lt. ~to~ piltd up to the diad: 

• liO:.~Dii. You made m 1
"' srtuat•on 

""-to lilt' tax•nJ: bill, • somt ~ . ~.~JIO.III,. tliat n~' ~!~- to po.,!,;:J'b~d•J(o, or 2 Yfl!l't ~ thot ~ 1 •- t.,.... ourpl~~& 1 o mg compu1• 
UooW cuoo nu..,• 18dy hut are wbat l llffil\8 to Ol6 thot tb-
.. ~ hahu•tb.,.. ... ~~~ t~.lll6ta ... 1!0::. ":fJ"tto- for elloep-

"" 110010 fi l'OOI u"' Now Y • · · for th• ~. ~"f!'Uth.tt 1 think.,.. or.~ Tim,. by H•lll')' Hulit, 
Tho(Tbt.Cu.

1
.,..,, '): 

0 
not~ it for tl:~,::'~!'~•nd 1 will llllpply i{ 

""It~ r'tlo.,.d ~·y put t.hat in tho ' rd.,. y...,.., 
0 1Ji u foU0,...,) .....,., • 
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l)u\, ,. 0\.""1' Sl""Ul.l~~ 

1~rt..1• t_ht. .. 1• .,...,...m '""t f••r•al'\l In fllyor of t.bt pro&ltH!d d.,.,.._k' tas. 
.., eo,.,ntJC* •".a.._. IIIII that Wl~ ut do&la"" are ..,._ 1.W out I• dl~ 
at ~~ aDd ~ .,...., .... tl» ...... ~, tax tolJcoit\or '1'bfa ,.,.,...,. at1uaU¥ 
do pa) I 1111 U pllrt l•f lbf- Uf'\ tiM"UW (If I be ('(lltJ)(II'IIIIou. 001 U la alkc'ftt that 
It tJwr 11ft'n>- 1•W out In dl'tltlt'"flollo; cbfo H•'"'"'IDeOl ('(JUid C'OIIfr<1 • r.r bl&br'r 
ITeN.tl' "''' oo 1Mom •• lllrt of' ~~ t~ Th:.ot t.ht'1't> an• II11U• ktual ~don~ fonJW'ICI or toOCh•tft-d fi1r tbe po~ of towt'l1ac tbro ta.a nit •hint 
t>t.l"f wNllhl' tulllhldlllll• .-..uld otht'nrrl• hne to ... ,. lt ()OubUfJII(I Hut'· '""" 
reTf'fl\le '*"" bo•t•\f't, al,.....d.)' JJotOYidr llt'rlalclrt. wbt!re C"'C'J))t1Uhft~• an_o. UM!(I 
tor tbe 1/UI'I~ or ,.,. ,., ... llll()n_ Wba1nrr the Tre66W'T may 11111 In " ldnltk-. 
)"Mr IJr ·'drhh~g 0111 thfl ~ours•tu .,.. .... , 1111 J!fobcthl" p!~1Edf o<rt'r fl ••rlt'tJ of )'t.,..nt 
woUld 00 mut'h mu~ dui!IOUJ, 

t~oOI.b.lng tould tnake thhl t•l,•un~r 1tuan thl" tablf' C!CIWI,Ul'tl tmn Trtn,.,ur)' 
DellllrlllM>rll rti)Uth• l•r 1 ' "" Nntloull 4 'Icy Rnnk In IUt Mai"C'b lmiiNlll. lk•luw tJJ 
n adlllj)IIHcd fonu or 1 hf' tnblil ~oliil\\ hi¥ th4" IIXrtt paid, net t'atnln~ 11141 dlvl· 
d\'u"" ot all tmmnttU.IUrhll' ,,.,.,,,r.tlloWJ tn thr UnJtt'(l Stttl('it for lht" ,..,.,. IO'ZI 
10 1003: 

Yw 

......... - .... - .--·· 
ltZl. ••••• ~--·-·- ............... -··· · -·-~·-·--· -- .... ·-· .. 
111M ··-·-···--·~----···-··· ............ ---------·. ·---... ____________ ,_ 

am ..• ·-·--·-- ...... ·-· - ----- -·-· --·- .. - ---··· ......-.--··-~--.. --~· ---... ·····- . . -·-·· 
: ::::::.: " ~-
... ·-· .. 4-·-·-

.......... 
S:W.MCIOO ......... ---IC,tllt.CIOt 1.en.-.-....... ........ .. ......... 
.. ...... 100 .... ...... ,.. ...... 
.. 7.-0DD 
I!A-.010 .... ....... 

N"lt....,..,. ()f,.-..-..pi!JoJ .... 
' Wl. ..... ...,. .... 1.--- ..... 1.--- l.JI&l.M.-
'I.M Ol:lll- &.tM.IOil-
&.U4.-.- .......... a..-.-- 1.1M.M-1.--- 1.---..... .. ..... 
~.. ..... 1.t:t.•• --- 'I. til.--
~--- ..... --.~. ......... "'""--•a.•• ..... .......... .. .... -

The roH••"1ttJt tnc•lfi• ('-IINl:l'f('' rr. m Jhl_f( t.Mhle : l'cq '-'"'-'')' tlulht r ch•\l llw e ('•J~ 
porttllone l)llld tv Jlwlr Jih•n·h~·:llf'"' f••r ''"' WJ4.~ twd rlflik ot ""a•hMI, u1Kt1JI 52 
Cf'llfl wM• Jllllltl In tlllCtlf to tht'! Fedrl'lll Rn•l 1~1 ,O\'._.••amH!Itllt. Tho~• llhllr• 
holdl!l'll. In n(li.lltlun, lntt•r t)eth l lnl.'~mt~e t~urtii!%Ml on ''~ \11\'ldt'nt~ lhl'T ~•1.-.-.t. 
Whal IJI na~'We algnll\l'tult trim lite •ttntll)IJlnt ut ttw (\C"t..JI()IM"ll fiJI'. thf'!lol• ('0,... 
porutloos adu,ll)' IN~ hi uut o<r('t till>~ prrlod ~r 13 )etmf 11 tlllflwt •mnualll\~r".-' 
t:um thllu lb~.'lt 1\('t ""unln_p. Wl,llf' nM enrntnoo~ restUIMr-1.)' f!xC\'t'CIN tllvhteul&ll 
for t~ 8 )'t"'t'Jl t'h1111 U'l2".! It 1roD. In IIW' JM>Xt -1 )"mt'f tlh-it~lltltl ~lid OUI Of 
•~wulatfd ""lthlflifM ~ ll~ f'XtTtdf'd ~m--at tftntlnp. 

WbOlJ.)· Af)Qfl h'om tb(> ~~~l f'nMII of the ~ tAJ t,.O liUrP
1
U ;4"1 In ....-n~ 

ntlq: tiW 1'161ttM."e ot tht> bbiiM"M t-.J('lf' and lu f'f'f•nli•J tiM" nil• Ctf lnaJUt4rial 
~ oot .. ,.,. wbttllltl' h l" nor.( tdaort~~tufd. etf'll •• a Uo'tf'ft'~' Alrcll 
pOlkJ'. Offr a~~trtod &f IS'""" ntanur.ctortu corp..•f'lll\uo~ ta••a n a •Ito• 
adUli.J' did .,., out In dh1dtnd!J toY~• more thin their htll tllat1atOIT Uri I~ 
lD lhlt Pfrlod. 11 ••• tortaut• tut tbre Tfta.mrr that thtr pakl h out .,. ·~ 
did.. U •he¥ had s-1d ouc, • ......,tblq t.a tbot J"!!l"' f:roOut 1t2:'.! to ltl29. tlwft W'i•td' 
ba'l'e bfoM • nn.-b u.or. arNtlJ' 11bruntea n lwaw ul dh'ldeodtt dor1D:J" tbt ~· 
adoo to , .,. In l)fltltN\al lnrc (Ute thaD th~ M'lualiJ' ....... 'l"ll4' .,.. po)lk-f. tr 
adopted. woukt tmd tG hK"''"Nfi!e tbP fti"AttlC'f" 4·f We ftQdualtonlll ln the t"f"tt..,..l 
G<momnwat'• la('(~Wf'. malilf\J dhk1f'DI1:J bl~ thb ocht,....lllf". •lwo4bH (ICheor 
taX tKIUf't'lt>tl -.·~ hi .. IH!t lftd IQW'f'l' thlll otllf'f'1'1W, •lwot~ ttl bet l•s .00,.... ..,....,. 
lower. 

Mr. Er»•o~l18. Here i• the ovenlgt. They paid 948 million• in 
tues, and tb.ir net in('()m~, 1ft.e.r taxe-s, the ave:ra.,:re, wu fl,630,(XX)~ 
The tlhidoml• they t>•id wore $1,838,000,000. In thn porlotl th~l' 
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&"'tlj.'O 11••"1 .......thtDj! Jtkt $00(},000,000 per y•ar di.tribul4d ID<•re 
tbao _thrir ort oamilljlt tn tho~ po~ and th•! ohon how 1]14 ~nd. 
_,,."'"~"~",..tho fta.t·lnd-farmne propollUOn by wi~y manlfOd 
~JII~IIuftlo 

S.nawr BMUT. An•l to naintain the ron.<Unt bu,·ing powtr 
Mr. £olio,,.. YN; to maintain t~e coo,tat~l. buying pow~r and 

tmplo,.......t. 1.8 '""•l*k oo the third propo8ttion. 
Stnator ThaKu .r. LNt me ask von a question flr&t. 

• ~lr. tA>~o'll!l. ! lero L• roy thirJ poin~: 1 '!ant to nslc you i(Mllfnttn 
tf Y'"' h&~e ""'"'derod fully the l'el•tionshtp o f this kind of tax to 
untmttlnyuJ<nt. I unden>tAnd Otc tu bills are designeu to r0 ;,.. "' 

nut. '1'11a1 •••s;ht to ll<l thrir primary objoct, and their primary ob :~ 
rntlllt 1 .. th•ir mo.t imJlOrtant object. Je 

'1'1•• ('u.ua>I A:<. 1'b•l is ><> otated in the bill. 
llr. ~:0>':'0!<~ ~:ret\' thinking roan must gh·o eonsidentl ion to lh 

fad th~t •• tlua. C<llmlry ll1ere ore millions out of work. How • 
~ mtllionogou1g to~ put back to work again! are 
~ b' •·ery ~)•d Itt '"Y ~~nan,, 1 hue m,v OWl\ phil-pby 011 

IU r:;:; II htle I ba~n t mlro<luced m)'SI'If to you at the be • :rr 0• !f1 "c~d"""': I. will '"Y that I ....., chairman o f the p~: 
..,n:::., th: ""'ha"'""',o,• (Strom 192-1 t,o 1927. That is not a COinmia-

• . OOf' t ., r. ant pi'1'Sides o,·er in Missi · · · 
: ecfnuna.ttrtd to inc_rt&..-c;e the f't\'t"oue from t&Xft'.. it :~~ ~was 
C....::~,... :•Itt 1 Atd to ~· <ll~inrutn of the Wayt and Mt!: 
the "··•· "'" waA • OJ> t~e umforuuty and rtciprocity oommittte of 

"!"" •u •....-tallon. I was presid 1 f 0 ..,. · 
""-tr•ation in 103~ and 103.1 So 011 o •e nat!onal Tax 
littl<o.tbOUjtht on this lllb'eet. . at any rau I have I!'V~ll 110:1)6 

•• :~ ':,1"'[.-:=~.clf:r ~ee~~j{ that .""• woul.d go out of the deJ!rtt!8ion 
mUll. tako up th~ •~eke of •;;:~~~rl<'l!. It ts Hthe new industnlll! that 
In our rt'JlOrt •·• ~h·e ,0 P. oymellt. ow t on they do that! 
l'hiladt•IJil•io, l·~lwtu·cf ij' ]'lt~!•l tllustration or the Uudd Co. of 
.-ith nwlali. He etarttltr(l 3o ~~ IS fa mnn '~ho as ll gcniu~ in dl'Aiing 
ho h" a Jl,...ttv lor~.., bu<imJ. alrs •i!~ m•king automobile topt! 111d 
)"•"' ht has 1;.icl 110 clh·idt'nd ~~g l"t line. F'or t.ho Jut. r,' or 6 
Jllt'Rtm.l( with !Uilll,.. .teel 'i'b •y '"''".spent 6 yean~ in ex peri· 
tht

1
r did fabrirato it, and ti,. . ey dtd not tnvent stainle<B st ... J, but 

tu ahtt .. to 11. ~)' , 1,.11t a-~ iltire th• fi rst. company Otal wu able 
d.!,.jmin!l" in tryin,g to 1<>h·; tha~ -:::J,j.!,all o f their atcumulated 
Th 'l'lhtr.' ha'·! gntn a .. ,.. indiL!;,. th. An<_! what ha,•o the,. 

.. It!' ,fr tratoo oo the nst pi .to • UntW Sta~ todaf· 
C"WDlRJ: ID now~ i~ ont of the dUtrn atos, lor which the order ut 
~ 11 .. 1 ,,.,., Tltt ••l'<lenl (P' that the;t are fabricating lhio 
,..e_ atarnt. ... 1 fobrinui.,.. for tlo,·ernment has rtquin!d 80m6 of 
... Mr. lllldd ttl!> ""' that he 1 oe supor,;!roctu,.. o f the war ns
tho~ !~~,.._ who ,..,,.. not 0111 ,\";. put into that development 600 
raltndar 'll<rtut tlll[Jioymtnt ~;Jed a Jt!lr ago. He has OJ'\lenl 

Now, r~':~t . Y to 1,100 before the end o f tbe 

""'""' U. ~hat" the way in wh'eh 
lludtl't..,. mtlh 

1 
that erery one o{ thosf~" &)'~ out of the depnll· 

Rtmttnl"'~ .~• .. 
1
d ofc• f•n•ily. ..,l •• probebly, in Mr. 

~~jr~.,....._lb w JOI olor,.l A 
•t ••ery time you gi,·e ~1Pro\'ed so eonolush·cly in hla 

p oyment to a Orousand men in 

UVUVII un, ttat 

c1>e J>I:O<Iuctrve title yw 1r•• employment to about 000 ....,,. "' 11M 
IU'flcin&' li""" that .... iDade .-ry for 1M th<twuld thai. .... 
employed in that apectal .-it.ion. Tbe C01180'1lltDte is i.b&t wbeo it 
giT!" an addiuooal t'll>ploymetlt to 1,100, mtn you ha,.. practically 
2,000 uM>n that are rt'UIO•ed {r1llll the relief rolls at on~. 

Now, fl'1Uikly, it .,...n,. to me that the United StaiN ouaftt W 
eneounge th'* new uulw.trieo, and 1 want to Ill)' that tlttrn is DO 
factor that h"" done 110 much for de~loping new id<l.. u the 
.....eJtn:h dq>art.mento that have been built up in the corpontiOtl8 
with their ourplu- 'l'hat, in my wind, is the g-t feature, ao far 
as tho lif6's blOod of our Nation is coocerned. 

We do not continuo in Ibis c;ountry in a otatie wa~. We are a 
dynamic pcopl11. We ndv~. lf a man d0011 anyt.bt!'l;. this ye~ 
in one way, lie wanta to do 1t bolter next year, whethc.r 1t. 18 automo· 
bile, railroed, textile manuf&cl.urtl1 or wbarever it may be. It is that 
impro,•ement Utal requirw capiw. 

Now, how are you going to pro,;ao the ~pita! i,f the who!~/,...,._ 
sure of tho Government os put. upon haYUig net mcomea pu out 
as rapidlas ~blcl 

Now, submit. to you, genll<men, that from the t)Oint of Yiew of 
the Natjon, looking at. i t. from the [.>Oint of vie..- of ~ttina ounel
out of the oituatioo tbat we are "' now, I ""l' that any poMib~ 
•neoun~ment. that ia Ji'·en to thla experimentation is the thmg that. 
will 0\'ertually Je.d ut mto the list of new occupations that will talro 
up our ilack. I could tell 1011 a lot morn about that if you would 
like to htar it. 

Senator n ..... LCT. I have no doubt of your sincerity and ,our 
earn<'l<tness in what you .. id. 1 appreciate tt. Yo.t made aome "'1 
intel1!6ting 6l&tement.l about what we ought not ~ do in ordtr to 
raise this addltional revonue which we must have. Have you any 
suggestion as to wlurt wo ought to do in order to raile it! 

Mr. EowONll8. I wiU tell you very trllllkly what you ought. to do, 
sir. Yon wlult to rtLitM> $700,000,000. Out down ex~nJIM by 
$700,000,000 and you oro in juf!t tbe st.me position. That •• tho onl_y 
answer husine"" can make to you. We lilly in here that tho Federal 
Government ought to devote 1tl!elf to its ordlnary p~m. ThatJ I 

• imagine, would be $4,000,000,000 and it ought to provide money tor 
Ullemploym<,nt relief, b<>cause tbe State and the lotal govemmont. 
C&Dilot take hold of it in O•is magnitude at the p.-nL tinlt'. r..c. tU 

say that would he $1S,OOO,OOO,OOO, maybe 5'n bUban if you include the 
C. C. C. campL If you c:ut down tho expenoe of 5Y.t ~billion dollan1, 
busineos would be only too glad to rit do'"' .wjJh you, bec:anl't thtu 
we would be on a atable basis. 

Senator B•aorUY. This addltiooal incolll6 ;. made n_,.~ be
cause of 010 p.-ge of tbe bonus bill wbi<b '- now an aocompliltllod 
fact, and bocau~e of tbe decision of t~ Supmu Court in nuOifying 
tb6 p-ing tu: aa a part of the apic:ultunl program. 

:Hr. Enwo,.'lJII. In othtr words, i~ ,. mad6 oeceM8f'J by the ltgial•· 
lion of Congr-. 

Senator B•••utY. Well, the logislation waa .-ry '*-- we 
oould not have a ~uine proopenty in thi• COUDI.ry tJJII• acric:W· 
ton shai'H in it., and although for 10 yean you ha"" been bouttlc'JI 
of arlifleial prooperity in otl:ler c:l-, e...,rybody lmowt the condl· 
lion of the {ann•r had been growing morn tll'rious all the dmt. 
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~lr. I'MMu~ ... II r• .. woll .... kt. bargam with llH'-1 .. ;u.. ., 
J011 woll ... ("'t on .,.. lilt fins of my puty, I woll "'" put ,.. 1 

1 

·~~~~~~~ ~ 
8.nao~ ~~.a •• ...,.. I om 11()( putting on you th~ >ln or Ill\ I 1'1 
llr. f.o"""'"' You tolbd of my 10 Y .. rs" ~ · •• 1· 
S.oou .... D•uLZT. I am ~ng to'rou not in an indi•idual 

h •utbe bout of bmiole!B in the whole eountry 111 way. 
tn ••1 ltgWotion thoo is deoigntd ortillciall to' 1~ ·~ 01'P<~I 
lloat woo c~attd artificially. Now, whetb~ we "":er/ :~"!'"';)"' 
~ .... ~.~~the Agricooltunl Adjustment Act or not it iocrtA..;."d u'" ""!"'" !nron>e o•·tr $3,000,000,000 a year. It enabled him t ,_.•• 
1~',"" h" )l•b4• and to buy some of the thing>! that your f~cl'~'" 
''"'""... ) ou m•r or may not agn>e with tbnt b • 

0 ''"* 
odo(>ttd, nn<l it islhe only one that bas bt.'Cll ado/t:ff''26 ut ot was 
work"!· althou~h the Supreme Court held it unooo.t .':' · ye,•ro t~at '""r dod way bock in 1800 when we p...W , ' utoono , ~·Inch 
whtch they ha..-0 done son•' 66 . . an 1nconu~·tax law, and 
~·~«~ in 1787. So th•re ~ oot~i::; son.% the ~ovororntnt wu or
SUpreme Court declared that . poe At 1 ut the foct that rht 
d..-lare.t one or two olhtno ~~~~law unooo.titutional 111d 

Mr. WJCO!<tJI. Doo't fOt);!t that f o • 
tht C'onotlturoon. Why do not you or theod ~ tu we amtndtd 
A. A A I """' ""' Ooru!titutiOtl for tht 

!wooror B .. u.,., We hum' bad . 
~'7· Pr1110111Uy, 1 hope i~ will~.,! do notlmow thn it i• 

1"1t oboou o t'Ondition 110,. roduced .._ry • but ~-e aro 
a,.,'"""' rn •Hmulate agricul P by tbe •«ort of I~ Amtntan 
~II odnoh. !hat itwu an .~;iici".'ld t~otim~late ind~l!l.ry, too. You 

>~lronduoon thot brought ahou stunu!Ato~, but ot wu on ll'li
~ ..... '«f! hare got this t.onditiot the neoeemty for stimuleHon. 

rl(lf1f,~ . ,,f ~JU~ion is: \Vht n btre. W~ bavt got to Jtl't MfllC 
"'f' U"tl any •dH uto wl ~ kTe we. b'CUng to g<!t. it.f If ' 

:,0 ,,.,-~it. It i• notanans~~ ~~· are gomg to get it., 1 would fik~ 
1/ '!'j'~•lturol b.n~Rt• that ""' •l~dth~e we must P~Y the expenses iff tl in~ rho oxptn!<'$ in S<lme otby lllJP<l'IC<f on tho GovHnment 
M~ ·~:~~~~of so

1 
me filt\'~n.or eight mM~dchiJ of the Government 

J.,jr • 08. wa.s gwang ·o n o &.r8. 
thar';~::·~·:~ ~~~"J"'I l"ery fran~~:~: ~w:b ~u•t our c:ommittee• 
I"'"' """ '"11"~onty by <lotting down u::en:.""~ of bu!in~ 
at U. i tttry .._d tond. _&Ol)ttrtt, I think q ~ t'ed • ow1 Jet '""' 
l.a,.. t>f•n~~.·t•nw. lo.t Ill~ that '«t ·~in. l think th to the CrotoB, •nd 
I• t~ h.,,.1 _,. "~"' ~f rht foct that ~ ·at you ~'tntlrnM'n 
tho Ftd•nl ('..,., 1 >ptndo"J! tnd of the <Jo <1U are not ou_ppoetd to 
tho Nat• an. I ~ooa"i"""' ·~ to spend about ;•""!Jfnt. OT<Iinarilr 
tt.at I lhonk rou t!"Vf'nlmoots 'Pfllt 8 h'll' ~ blll.on dollars. and 
~ bdl...., dolli" 11'{,1:"! tho FtdtnJ O:,.~oo dollars. Tn J>la,. of 
... ,.~""""'""' •h• ~,.the ~~ or tho~\~' •pending """''' 
"'~1- ''""'"'".... on l<hiclo local sove "" ... I(T*~ually 

l'f1uror ll•ur.n W h mlll<!nta are !."'"'It to 
•nt•coan.,. t4'1 w h· t .,-e to doth 1 bee 
l1nolo S.on. Tht~· ~jf.'1.).~d laid u.J, hurd"·""" th• local gov~m-

. • ''• hne exbaust.td 'ns Ot> lhe doo""t•p of 
our re&Ou~, we luave 

• 

0 
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u:haUittd our lesin~r ability. l\'t unoot borrow any • ~•·"' 
~rtfort, l'nek Sam haol to..,._ tbe bunl<ro~ We had lo -m. 
it c>r aiJO'O' mallion. Of JlfO!IIto tO ROM<> or{,..,...., We did not _U ..... 
the burdtn boa...., we wut to do it. 1 would ~ j[lad 110 f1!<1 out 
from undo.ol tomorrow,"" (or ... the whole p~m or l 'ncl• :!all> .. 
couctmed, if we ('(UIId do it, but·~ canML 

Air. Eo•oxne. J om willing to~ chat no mAD will (llll b11 h .. d 
in the •- .. illingly. 

·nu!l C•tAJilliAN. Your tin-.c- has t i'J)irwl, but if you 110111t to tltcmd 
it ~y adding owything el..e you may do 110. 

Senator GroiKJIIC. 1 want to tu;k one q~tion with refen-n\.'{'1 10 tha 
bill. A..&lumiu,;t that uni lf'r thjs bill n cor()Oratioo may ll't"tuuu late 
ro<Jervts. em the •l:l(l'<'}t•te, of approximately 30 pe.C.,ut of th~ir 
IUlnua] nel canalngs wathout. a c:orporate·tu outl•y, wbid• it more: 
than 1111dcr exi•ting low, what bavt you lo say ou that point! 

Mr. Eo"o~Oil. ~ry ()()lilt i8 it'"'"'" sight altogtthor of tht c:orpora
tioM tb•~ ~ht to .cctunulat.e all tOOir ea.rllin.p. 

Stnator OIOIW& 1 und•rotand that you rake the poctitiou they 
odoouW be allow..! to a«umulate .U their ..mingo. 

Mr. Eo>~o:<DII. y.._ 
Stnator 0.0.0&. On the averege, would that u~ «fve you a fair, 

btalthy -ponte atructure I 
Mr. Eoxo:<ll8. I do n~ think, penoonally, that it would. I think 

ir would be an triQO'tragtll)fllt to establisbod basin• that hu ita 
surplus before Juuary 1, 1830, ADd it ~-ould be a tenible cliooou~
ruenl to the y<>UnjC man who is sUrti>1g out in busi.- with littJ. 
caplta_l. 

Seuoror Otlf>ooo. We raunot go baek and rernedy ll>at. 
Mr. Eo>OONIJ8. Yotoeanuor llx him back, but you can liflthe young 

man out by pot! ill(( him in such • position that be only I>•Y• u much 
as oomr)Olltive busme&SN do. 

Senatclr Orooi(JM. The point 1 om asking you, would you 81y, u 
• student of till\ subject, with pnu:tical experienC<l ADd dealing with 
pr•ctical nlfoint, would you Sll,l' that tho looway there, the poooobility 
of retaining approximately 30 ,,.,...,.t of the ~tn.ooal et.rning1. would 
not give • nece~ry rNervr to thefnLdwt eor~nlion, a~~Suminc the 
policy of o<!tling ••ide auch l)&rt o it as might be n<Ct'M&tY 1 

Mr. EoMON08. No. Senator. Let 111@ gh-4;' you an illuit.ration. I 
incorporatrd 6 months ago a hardware bmnn..,. for $10.000. Pn.e· 
tically all the •lock iB owntd by a mon who otart«l in bu•ir•- 10 
b~= ago. lie is aavin~t up th~ surplus. He ;, buying a b..,... for 

If and he wanr. to .. parole bi~ oorporaLe in•·..,tmtnt fmm hil 
ptnoonal in.-o•tnmu. That man will bave to (llow all ol bia ...,;ngo 
onto that bt~si.- fOt' al I•L'il 0 or 10 vears beforo i~boeomtlo allftlltby 
bu:tdnf.tiiJ that. tan totnl)ftt •ritb the. other bwsi~W~SeS in tht «Knmunity • 
U is that man that rou aro hurtinje. 

Senator o_,,.. ( under.und that. Be bas p """'" ~peti.tive 
disadnntage by the f..,t thll he cannot plow all of b,. tan~>•«" 
back, bu~ would it not dt•·rlop, o1w a l'l'!I80ilable period of y .. l'l!, • 
fairly .tronl(, t:o.althy corporate structurtl Would rhat nat malce it 
poor<iblol • Mr. JoAMOJofDI- To t.hat q·ut:i4ion my answer h1 ""No.~~t I thmk you 
would diMCOUra~ t ren\endou£:ly new busi.nefl81 and you would di• 

Regraded Unclassified 



72 Uf'ISVI Aar, Jtlf 

0 

•. ---.u. ... CD'IA 

11. 11 •n otter..cauc~fd ~I prll\rtfllt U.t CJ"JlM:rilt tM balfcetl ot ~ 
traJ:Dfat mott be blt.latK'td lnd t.Ut tbo t11NSt 78111 Int._. IU- f'f~MI tbt 

~rreat 1'8~ 0111&1' I a a tt• ot .,......k' lt,.lo lt. ll e..tlll tlult tbe 

~tatJn. llhuald l.nt •u..U. tbe oatao blpf~ tbf7 '"""* tbt IDl"'OIW'. 

On tbe pr~n. ot t.be ~ Qoqonam.t ..,. woatd II~ to..,. a t'lrtfal M'T'Df.IQ7 

of ~""· t".llmh11tJntr ev~r7 ut.nord.lnnt f-:1'1~ un ta. l'fol1~1 Bltdpt 

Hetl)( I~ pi'O'\'i!IOO rm- t.b4- liUPPQM lrf I be \lutm1Jii4.\Jt'd, wllk'h It tiM' ~t 

tt..e Ia IOU 11"'M-l l() be Jlf"&"~ b1 RlaU'I or kltlil I~ f'•<1.W\·~1- E'~ 

otW tot• i'l ~ltiU"t' UC"t'Pt l.he enlhu_,. pn...,..• ot cv•·•ru•elit Ntoukl 

bt ~t to a t..-mluUoo llf ~u,. •• J"lllblfo and the l:ltkll('ft IMCif> liP oo 

tbla biUIIo. 
( lndl thll lJJ done~~ lnter·~t• of the ••ountry un.' f'l•mJ)I'IIt"! l tn ~t. 

~to rt(OI'(Itbftr oppoiiUoa to aU~ tortol ot tanl"'"'* W'bru .. IJ)tfldl· 

tUrft bll.,. be8 .,...,Mll!d to • mlnJ.Jn• tiM> ~ANI tnlf"nnlllt ot tbftt couatrJ 

abou.Jd fOQOtrtte In aaa-t1n1 1Mthadl or nlfiDC ....... _.to, .... f'ftd tbllt bodattl 

11U11 be bal.IDC!ed and II lltabl~ 1<181 ~dltMn rfftlt. But tl 11f llllf'leN IO f'~ 

t.bHt IQD\'llltODf from bualnt'till until tbe work of fliN!nonU' b .. l)('('D tlvne or a 

pi'(MM!m tOit' lt. l«"'"'upu.b.olf'Dt adopted. 

u.~ ............ 

'1'1\t.re ta now f)f'ndlnll n tho Oon.[IT'f!M ot the UniWd StatM • flnJII!tJ4hiOII w'btdt 

~ ~ to U.. ~ ot a ttUbrouunlltee of the ()orumlttf'(' on War• aod 

M.eue ot tM BOOM ot ~tad~ bot ••llktl at the t.l.ml' of 1- );ftDIIratloa 

M tbla 'I"C!PPf'l bu 110t 7K btft rfdooed 16 llle tor. ot a bilL I• prlaripW It le 

J>fopolle(l to 1bollab the redtrll C'011)01'11U0. ~14! and eo~r.l«ocot. raa. aad 

to subelltule therefor 1 .,.<'1ualed tn: UI)Oa lhe net Hralftll of corporatlooa, 

the rattt t.a(ft!IUII..na wltb tbO ptOI)OI'tloa ot IM!t eemlnp that tball be attalnH 

after .Jaauary J. 1-. bot aot dlttrt'bat14 u dl'ridt!od.a to .c:OSbol4tnL I t t. 

~ ~ to ucted tbe ...--.1 penooat tDooat u a 10 .. co 1Jllll7 
lbe at..nMI lo tbe dlfl'lleodt whk-. tanbk!w r'K'el,-.. I t bl dllaled tblt tbHI 

pr1.nclph."8 will ~It 1o 1 redudton In the tasee pakl b1 (WpOfttloo. to tbe 

l'tdera1 OoYt-nun~nt, but Ln an loeret., la tbf! ret ora• or tba P&rtOaal Ml IDOOme 

cu fo -o l"'Nt a ~ .. to prowtde ror tbe klllll rMUit.IAI h-om tbe nodactloa 

In ~lion tax-. with a Dtt addltloul Nf'fti"M ta f'Stnl ot fiOI)OMOOO 

The pK I)Ol'la I to·r a p-adoa ted l.h on Det til rablp ot Olf'POft..dOM DOt dJ8. 

trlbuted AI dh-ldetHtlla not aew. It wq t'Oftlldered Ia Coaii'HI lG Jill ADd ta 

:lttt:r JMra. and It hU n-.Qu•ldf betu ad'f~ted br thOIJ& wbote POint of Ylew 

bu bee~ tuttofCI GOOD t.be l'ttl\th·~ly few C"'O'')CCI"''UOa-. ~- ot which are tDOre 

or,_ '* 117 eoetroUed ud .-llkb by a«GGd. .. dac Dft Ml'lllap .... to 

t11e1r _..lloldtro lbo ..,_ ot IJOYblr -• - ou ._ dl•

wbkb rnlabt ot.berwltle be ttedared. It lJ to be DOC.._I tNt Oftd« n2a11., a.,.. 
lertiont JO'J ud M l (t.be lattu eutlct.c!d In 191$4), I)I"'•Ide 1 l)l'tlltftt D~tboct 0( 
tarlac undut-~te nrpl~ Tbe ad..oeatl!ll ot t.ha. priiK'IpM eoateod that 

lt aa 1.-dtrld'D&l -.t.k• 1DC10e7 lie P.1't Ptf'IOD&I IIK!omt IU t ........ : that If a 

I)IU1M:.nbll) ..U• moot7 tbe Jlllrtners P'T lDc.oiDt tax 1lf)Oa IN atJ.re 1-..1 

or tM oroatt ; bot tb411t It • corporaUoa ru.ttw 1MW7 tiMt ttortboldtra 0117 pa,r 

pereonal t.utw apon tJO mucb ot the e.mlap •• mQ be t!llJtrtbuted to tbta. 

1\'hlle tb1t arpiDf'Dt ll ptNOUI.e. wo ut eoa•l~ U..t It doN DOt IDellt 

1M - ... ot .... - - ., .... -· w. ,.. ll>e ,_ - = (a) ... o ....,., ot tllo_...,IOd --'"' llae ..,.,.._ ot _.,._,.._ 
are uboWitM, aacl Ia ,.._ oo 11M boat- llle7 -kl be - - lot 

orlllodn- o-lbo-..OV•• -·· <•> w.~•~ U.ta ltOitt a'lltr .. • C1111J10NUO. .... •-..... 

~.. .... • ...,... - .. IDcllnlaJ ... ,.., ,. h ....... 

oewl +w die *t c-. OOI"PCCfttt. .. ._... tu le .._... ...... _..., __ tlooo. 

IOU.lt-pt. l .. 
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(""aclft ~~ C"ir'N.~Dt'N "'" ad\t.. our KrJ,....alatl\'4111 I• t.~ tutu. 
lldM' ltfl tb,. t>Uift uC UO\'t'mnwat, aDII •bfoft a • .._. .....,.. fur o.-..nar'1 
exptutlltu,...... tOflt("lll•r tr1U• tbt ._..,.,.. '"""'l l.adnttd abo.-~ U. btfon u.ttt"f'• 
mltw'd, tb@n to ('Oftlli(lfr the queatluo •• to hOw tiNt MOIMY thall be- n.lllfrd: an•l 
In 1llla t·tl'l)rt th~ Jibllaat<:lpbb Otuunbt•r of t.'onuu•rw will be P.d to ~lOI~·mtt', 

Tbt Uo,·t-n.or of l 'tonllqlvull ba1 annout.tN.od tbat the (lt'!llef'al aJIIiri(>Ciilil) • Ut 
ateet In -..«1•1 _.on ID LU wf'ek ot )Ia) .f, and II t• untk>Mood that t~or nt 
t.Jato prtlftllrJ ~ ot U.. Jllfli8IIOD wlll hJ tbft t•n•'l-.1•• of acklhtoul ,.......wo t••t 
~ arW.a-1 out vt 1M ~ loo4N ao.d unt'lnraioT&DtGt r-tlltf. 

U.rtaa ltw PIIM JO 1M~ tbto Stat• of J'wotmQ'haala bit ...... nfd Jto! Ot"W 
tax-N: (lof wa.'dl & aot ladudl,ttf;: tlw 1~1 I~ tax. whkb b .. bcoM 
dft: .. n"d 10 W .......cJtuUOU.Io -~ .... ('(I'd I• I~ W~ ~ to U• 
()o,"'ft"'OO" and 1~ ~ton lbf mNtut «":IUI*"-tkia ot 1M toUowtq q ......... : 

(•) What rt1'f'QlM' bu IK.'e't (lf'Oihl('t>tl bS tbfo rllhl tM"W IASt'llmpof('d hl tm_ 
and what •••T falrlr be esve«ed tor tk b~IUID tor whkb ~ tasN ••re 
iiii.....,.St 

(b, Wh.~tt bat bt'fn the~ of coll~ttnc thS. rueoue! 
4r.) o~\re there Mil)' or the ol\llnllrJ' COl-... C)r ~tau• ~''frntt.~~tt:&t wb.lch nu be 

reduc.<e(l In ord .... to JK'OVI4.1e • rund ror lht@ unt'ml)luretU h wUl l~ rt'Citl&fotl 
thflt lltft a&)t-4:1111 eelii!Jion or ltl3'.! re<h~ tbe Uud.lret ttpprotJrladona br 11. lUlu 
In f'XC~'III4 or fiU.OOO.OOO In or<le:r to t)ro,·ld~ I'Uud• tm' untmtlJO)'m~u In that 
yeu. 

C4) Jn r-lew vt U1e •·Ide dlsl)ult)' lo U~e MChwuea tmtnatioJ fro.w ln· 
rorm('ld IIQUI't"et, "t" ll'k the QUem.JOU : 

\\'l~t I• the real atefld tn Pea..MJ'h'Anla 10 llf'OY"Idt- for Its uoemrolo)'t<CI. and 
t. h not ~k! tbat tb.la Dt'!'fd t'lb be fltllmatN wltb llldftcleot tl.nllltr end 
a('('Ur&<'T to •lW'7 the tanarera! 

\\'bf'D ,..._ qONtlo.- ba~ betD adtQutf41 ••wtf"fd. W't! bel1et*e tbat ~'teD· 
~-lnnla w1U bt ,.cty to pro1"'kkt d'P fundi ~ry to mre for Ita ._. 
J)Co)·ed, but uratlt tii.Nt queeOoos • .,.. atkrqoatf't1 an~W'fn!d. ll wtll bt dlfllc'ah 
to ~~tn~no tbfo (O(il)e'riUon ot tb6 t••i"TIQ peblk'. 

\\'p t-.liiUII\'011 tht• dl,f of f'hlla<tPIIltlht 011Qt1 the lmpl'O\~Itnl Ill IU 
coll«:tlou. 

'l'IK' n.'<"tt\'tr of t ~lxet ~;JVrU ror tl'l~ ftrttt 1.\ monUUJ ot 1000 that. totlll d t_y 
IU eC111 l'\~I(HIII from 111 lf()Urt'(!t Wt"'re f47,i'00.681 , lin lncl"l''..le of $3,1m..200 O'Ver 
IMl )'t~nr. Tl~rf' Is an h~ereue In thf" t.'OIItcli<HII ot dey tUCtl, iiCIIOOI tUN, 
pei"'IIIIII•J!I"'t ltt't1 UIXf'l' and dtllnqutnt tnt.... Tht1'~ I• a twt~U dec.'TC!IIW In 
watno l'follt-. 

Rfttmt IM'ttO'-iallons ~·bldL ha\·e bH1l J}Mdlftl In th~ United SUit.- ctltlrk1 
roun. 11UCJ81. that It h. I)OI!IIIlble chit a M'lllt'Ulot'Cit IM1 be rNdiC!d bfoe...,.. 
""' <lt1 ot l'hllod<JVbla. lllo l"bbl&<<eet>>llll Rapid TroooiL ()>.. ud Lbo ........ 
ot the ondtrUen It tbe U"tMlt .,....... h lt Pf'OIXlllltd t.t.t lbrt ~~
tor tblrt J'IUrthaR of lbe vlld«Uen daft bt s-ld Ia 1-adladttpbbl bODdlll la t.111e 
"'""' t-blt \belle Mtf'(IC.lattons rMOil Ia aa Ww of •uklpal bciD&I. aad tM 
P*TJILf"nt In tQl:a to 1bt aoderlleh. n l"fttOIL.....a to t1le tllll101' and dtT couDdl 
che ad'l'hlabtll1;7 ot autborb.ln' u l.f,e-of' ot ltrLII boiMII for thb pu..,_., I• 
10'l7 the 1111lldtlpblll (Jbambtr of CooliN~ lll410lnttd 1 .-pedal t'O!Diftlt* 
to con11lde.r tbe relatiY'f! ad'taotalf!l ot ttrlll nd tlnkiAI·t'uD(I boOda (()lr thl 
eltr. ~ouallfln• o( 81dney P. Otuk-, Frank M. Hardt. •~dward lfopldniiOil. Jr •• 
Walter •.:. I.ORJC, ltolaud L. -r.11or. and J•lflt'IJh tl. \'au [)()m. 'Mib• ro~umlth"t-' 
nnnutmonslr, rot.'OuUUt'at.IC\1 ser1al bOndt. The dutlrnum or thill •ubt"'Ollmlttftl, 
)tr. 0Uu1t, ••• J)rt'l)flre\1 a r»emonntlum whk:-b It alUith~:l to tbltl rft)Ort w'bi4"Jl 
lndlratH th@ l)f'itUte l.n othtr AD'K"rloCtn c-IIIN. 

nurtaa th~ ,.,t o re-rw then!! have~ a a1u~ ot dhqMJts ... ub n:>r,...~ 
tn the ldnl1nltitratlon of tbe atnktnr tundl at\41 tM •PProtlrlaUou whlf'b llhclakl 
1M" macle rr.m the publk: ~,.. We ~"""..., tbat t.IM!- elM hu ...,. w 
ID.aquratt • 1)'11~ ot wrta1 tJ.otWI oo wb.ktl tbf, aJIIP"'O'Iiatloa r~ lnlf't81 
aftd ...0...-tac wtU be a ~ _., .. ol ~tat '-I without rf'Cielrlalt tM 
Ja.tftTNtloll .. tbt'r of UJ11trt ~DiaAta or of 1M C'Mttl ot .... 

It a. to bP DOC·ect tbal llle dt7 la •-*" thlt la.MMJat• ~IJ' '~ Pf'0"1d:l• 
addhlonal •0047 tor Lbfo .t:Dkl.q tud. UIHW'r tW ~of tbt .. ,....... C'-" 
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l)tofre41,. .liM~ ; IS 7 ,...., a.- f'f'UN, IMI.M 

))f;UOit •• ,,..u,. a ._... •• uudoa 1.-.:e. u * dtJ dltultM • ttl 
t!.l!bt .,...,.,. lo rw.r.,- •• aDd ~ a .......-~adoolt et IQ dlbt wt.klll 
~ op"ffllh'* a1J00t a ,.._, a.t... 8-rteaf. tM dt.7 ot ...... , ftf\t.DIW .,.U.· 
dpal AJniC"DUI• Ill boDda .. tu.rtq up 10 .J.t7 1, 1M3. lAto .. ,_, bOodl Mrtal 
LM •* coupon nle aM NIJib)lo aJl7 lDttr'Ml da~ at 100. It M to be DOttd. 
boWtl'f'f', that ~ war .. ft C'OO(UIIbOI ban warnaled dotiD& the put t J•n tM: 

<1!1 of D<Uolt bU .. - ...... to"' tM ..... """""""'-- •• a
_aDd wplan'(\ Lbeal ttiUi ....aaJ IMuel. 

lM ~.,...,, CJoUI •• ,....,._ u.tO -· 1,118,0~ 

In J')ewmbt•r •• IM .t.n.J\'tN lind oul8taodln& apprOs:lmattl)' $100.000.000 
1111r vai~W~ o1 I)QrMbl,, an In lft'lat tonn, with the ltUMt maturh.r 40 , .. ,.. h'Oin 
dnte of l•au•·· 

('lrf't!ln.t, 01110, ~,.,,.,eo.. JsJfl .,......., DOO,~H 

In J)("'"·mh1• liktJ t'l~ ba•l •M1Uit"r.41111t bOtb t)'l"fll of mnnlt'ipal boud.
llloklla& toad and .-riaL All ol the fllnldo~ tu.od. bowt>v«. Wt-N ~ to IW.U 
... priOr tlo<n><O , .. <11.1 l>all-Hrl&J-- 11114 --with I&Didlll• 
fUud lll\ltll.. llowfl!l"ff, u nocfl!ll abo1'e. DO tUklQI~tud boodl ban bf.t-D tMoed 
td.DOe Jn21. Tbe approJ'huat.- rf'fatl\'e par nlue Of Mdl I)"'J)e ot boada oat~ 
81a.adi1111ln ~ UICSG &.u fot.IO'n: 

Sla~hmd - ---··· -- ~.000.000 
-· .,..,...... __ . ··-~··-·----------·-- 117.000.000 

81. lm141, Mo.._,., ... lll3f- Sli-

De dl>' ot 8L '-Ia hu .. .....uoc boCh <n>• ot ~ olaklat IUd .... 
-sal UatU JGII:I all olaklat·t'Uad boado ~ clatod IIIII ud - 1-
ln 1~ bCIWe~tt. the rill a..--d approxtmattl$ S2.JOO.OOO Jlllr •ahM of tena 
bood.l tor relundh)l parpoeH. The appros:tmate relaUft par ni'Ot ot 8dt. 
t1J)e ot bot»bl ooUifandl.at tn ~•bet' lOOG na •• foiJoW'I : 

Sld:ln&·flliHI ~~~11111 --··••• ···-···-·-----------··-· ..-- 13. 100,000 
Serle! bo~l-................ ... ............ _ .................... ----------------- 11S.OOO.OOO 

JtplllutorfJ, Md., pup•14JHo-. J9S0 «"~w•, 80~.814 

In ON-'Mnbcr t.f);JG, wltb tbl' u.ceptJoa of awo.zhuu~lt $800,000 oar nhHI 
alnJdci.J·fUnd booM. IIII'Ufd In 1083 and J884, tho city ot Bnltln~ b"d out• 
llt.Ud:IDI lll)l)I'OXhluUC"I1 tlli&000.000 J)llr YIIUC" t.Lorm bondt, cbltftd 1011. or prior 
t.bert'tOt 11ncl attVrClXImatt17 $130.000,000 pe.r "'alue eertat boock 

Bo.tfP, Jl•aa.. ~l•IW. Jl$0 ~u. 181,183 

s.toa ('()OLirnM!t to oUlbe boCla ~ of munklpal boads. alaklftJ fund aad 
ertrl&l. Tbe ll'flf<IShu.tt retatJ~ par rtJoe of eaet. lf'Pe ool.etaDtttq In 1)1. -····---·-· - --·- ••• tsR.OOO.OOO 
-· .......... ·----··· • - 00.000.000 

h 11: lncM'IIItiQ to note. Mowf'Tet, t.Mt ot u.t appros-hute ,ar ... a .. ot 
UUtac-hlnd boeda oalllaD"'U~ noted ablrre, celT approsh .. ttl¥ flt.OOO.OOO 
par YaJot ban Mto e-M IIIDOt JJIOO. 

,,, •• .., ... P'tJ .. ,o,.,.,._ Jtlll et:•~ m.-n 
Ia n.->bor I~'"" dl>' of Plt,_l'!d> _,...bad oat...,...Uoc ool1 -al 

......, TheN,.,.. etr1aln amaU polldeal .-cah·lalou wbkta baft bef'D ~ 
porated wllbJn ehe dt1 at nrtoae tlM~t aDd whole bfJitrdl t.Jae dt7 bal • ., .... 
Of ea.-e. ••u~l boftdl approalaaattlr $1.000.000 .-r nlae .,. ot .tUIN·l'8Dd 
I.Jpo aad a .. <lotted 111111 _, prlo< ...,..,., ...W - ot tbo <11.1 ot PIU. 
ba..P outttandiQI tn ~ Jill uaoaated to awao •••tlltr 1110.(100,000 
par .aJu~ · De trot 10 cltlfo to ......,, • .,.Ito lo pOIJtt of ~- aro l'lltlo ... lpltltl, 
Pllt.II:IOt'l'b, lcnawa •• ,.... S.41DS. •••towa. wua.-a.ne. .llloou.. ~ 
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..,._ .. J.......... "'• ..... ~ PIUl•ddpbla Ud Pfllll.uf'lll ·---•• U.. ... J-0 ftriftl t. tilt l'attfd llt•t~ .., ... .,. wiU eUtQbUIIt• lht-m rrom ~" .......... .....,..fUJI.. ...._. 
ihwltlrlfl, Pw ~ fiOittllilllf1• IIJ.If f'f"IIIQ, l.fJ,.f,l..t 

Alltfl lhft ~ ~ue~ o-r tbf' d u· vi tk·rnutoll nre In terlal torw. 

J:r~. I'll.. ptJpt~I,I WJt., 19JO f't11•w,., l#.#J 

'rbr. C'ttf fit Erlt lt.llll a lOIII ot a:m.~ ,..,..... bond~. aU Jtlltuf'll ln. Jt~tf) ..,._.,..Of •t'III"'XX.lutf"'r 11/.o:J.UI.O fl'tP'alu~ bOad!J art all tn "''rial Cur•. 

Rbltlittt. P• ... ,.,.Uol-. JIJ• ,.,..,It#, U J.fn 

""" flit tf lt.Mdt. .... I t.ta l ., IJII)t'Uf_l .. f $l:iO.OW IMr ... IQ~t I ~ ....... iii UU!! ... UiLI. 1'lilt .. ll~ ot I JiPt'Ox:l-tf'l.)' - ·.GO......,.,..... •• ._.,~.,..au 11t ,.,..J , . ..._ _.,, -..v s•r 

·-- .,.,....._ ... ..,.. r ---.--....,_--- ...... ... .... 
tj"; .... .... .... ... 

...., 

·--t AD._. 

The at'O\'tl tJtur. IJ"e aubject to OOtnWt'.OIA In lhe aU&cbed repon.. 

.. ... ... ... -... .. ,., . 
flrATE.EIIT OP .ll. L SEIDXAX, OW YOU: CITY, CJIATl!VAW, 

TAXATION COXIUTTEE, OW TOllE BOAIID OP TUDE, DIO. 

Tho CnJ\Ut.WAN'. ~{r. Se.idmau. you art• ~·huirmau of the la.xat l4Hl 
conuoittee, New York lloard of 'l'rad•l 

Ur. ScmxA~. Yes, sir. 
11•• Cn.t.tHIAN. All right; you ma1. l)roc:t<d. 
Mr. Sr.truu!<. O.ntleman, th10 btU propooiO<I. ebiefty. an und• ... 

tributod profits tu on corporatiotu. In o<tual fact. it i$ not o tu 
at all that hi prof)OI;Ied, bUt a yenalty, ltnled against rorpon1it>rw 
who bil to distri6ut~ 1heir enllre lK'l.in('C)fflt to their &«kholdtN. 

Senator LA Fou..r:rn:. How c.n you make. that sr.ttmtnt.. wbtn 
it is a fact that under this bill a corr)()raelon can retain 30 J>e:t\'!ent. if 
it rnak68 mort,\ than $lO,OOO, if it. i~e unc1i.tttribu1t~d and pays IM tax 
that! iL g•Y• now

1
ond the corporotinn !hot 111akes under t-10,000 call 

rotaon 4 Jl"roont 
Mr. SJUU.MAN. That ig true; but htA);IIIIICh liB a rorporation is le&. 

go aeot fret' if it distributes all of its iu('ome. and then o«.'t>fNril.v, 
to the ut011t Lh•t it does not distribut• it i• penalized. 'lluot ;,. the 
ext~nt of my state~ot. 

Senator LA Foc.u:rrr.. Your 61-atttntnt L<~ not a rorrect. atattmtnl. 
rollftrning thi• bill. u I und•.-.taod it. 

:\lr. SI!ID>IAl'. I sav i f they di>lributt all of th•ir in«~~~~e th•y go 
...x fm. If tbty dsribut• oil of tbftr ntl inrom•, they go...,. f,.. 
of tu. If thty do not, they mw.t I'"Y .. mueb .. 42% pt~nt of 
their entir'f; nel ineome, or 1.0 equivaltnt of 13.9 pen:tnt or the ntt. 
incomt. retainfd. 

S.nator B•IKI..,.. If they do not di<tribulo anything, tlten the 
!M<kholdcr s- 8Cot free. So ""'"tbody it going 110ot l ree in any 
ovont .. 

Mr. S IIO>I·'"· If they do not di&tribut< anything, the~ will be no 
dividend• lo !he lltoc:kholdero to be taxed . 

S.n•tur n ••• LCT. Sure • 
Mr. St~o>uN. h•y lh.is, goutlmen, t~at .thfy aruha!"Jin« a ":uli· 

MOll i8.9 pttttnt for the fi«bt to ~oon ota OWD wori<in« captf&l. 
Thot ;, an ~ under any tu l)'llem and undor wbat.,.n nanM 
tM ta.x ia 1m • 
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!iooiAtor LA ••QIU.'I'I'L \"ou do I10l thonk, do yoo that th~ 11, k 
bold"" ba" any right to an1 .. mlngtl ' ' · 

Mr. SllllJLl~. I ctrtainly olo. I thin~ i~ has been demonatrat..l 
th11 nwming that tho atoclcholden hatt I'OO!ived oarniu811 to PI" 
u-pro6u tax. ' an 

R<:•• l<or IJLAcx, Do you tl1ink it is nn outroge for an individual 
JIIV tU peroetot of he makce that much profit1 

1
" 

Mr. l'lrJDIIAM, 1 c:erl.linly do. ={ UwcL So r•• a,. ops-J to the ineome tax in the high 

Mr. Suwus. I think it ddnt. it.!V (. 
~Lor .L• FClLUTIZ. This is one of the loopholes we -Ill to pluo 

UJI 10 It wtll DOt ddoat itstlf. -.. 
Mr. Soo>us. Gentltm•n, may I hne the/.rivilel(l! of making th 

~.lfmtllt C!lmpletelr, and lhtn I wiU be eligbted to an.wer the 
nlotl'tnt qu..tiOGol . • 

Stnator BLAcx. Did you plaC6 in the nwrd your busioo"""l 
Mr. Smo ... s . I run • etrtifl•d public Rtcountant. 
S.nator llt..ICK. You oppcu~r in your own capacity! 
Mr. S••olw<. I ~ · . 

tloe Now York&.',!!~'~ )110 0 1
"

1
" 11" 1•1 oi th~ ~'. conlltlltt1le of 

at all. o 'e, and not '" my tndiv•dual capacity 

Stnalor Bua. Are yoo omplo•ed b II . 
lllfm n>luotarily l ' 1 ' "'" or mmply 1'1'1>.-nting 

l lr. S"'"""' ' · l am eh . f I . 
kr of thtir txtcoti.-e =.i;:~ 1 

'tu't ta.x co~~mittee and a mem. 
din«uro. w •ll< • mtm .. r of the board or 

S.oator ll .... <L You are nO< t mplo ed b t.b f 
~~~ UDVA~. I am M< emploved { th 1 • m 
.,.,.tor llilllJZT A. J r • m. 

aetount•nt•l · re you 1 membtr of • finn of oertill" l public 
Mr. ~t·towA..s , Yeg, sir. 
~. ""s1"' n •• I<LI!Y: What is tlont fl rm! 

r. , • .,,.. ,.., & ulman & St d 
Otutlruwn.lhere is just one :h~n•nA Ne"· York City. 
~ bill It wiU ablnd 1111: efinilely known about Uo• pro-
1100. 10 tx h 1 on an &;1f;Urtd ,..venue tot li $ 000 

tn~~~:~ral ~ :·;:.~::~t;~b .io bigh!/~nr!l~~;· and 
--:~'" 1 of a ""'I'"'"• u r . ucmg J'OSSibtUtoes. ::-1 lroo, llmt to lim. fo llt iltribut<d p rofi ts ta~ has boon ru.. 

• .!_.wt•ftr, an.t ~ldom arn·wht~ n.~~) lfl~._ Ne .. t r in this eoun'
- " attoal p •- < ... , .... lhJS thto '-- -" 
ty.ltm of taxi ., ractJQJ txpt ritna-, AJo 

1 
. ry ~n put to c.h& 

}:~,·~ .,~g. ~.~·~r;·~~~~~," 1divtli:1:.i~ ~·~.·~~"r.~~ n..r t ••m•rous tong._· 0 • •o ve l t has boo 

~~~JF ~·=·:·~·~-:1:.:;u:,,·~~2::~l·~:~·i~~~·tr::~;~~·;~1.l~o~~ ~n :ta~ 
i1 ~';!:;1~~nf_b mot!~ th•n wt..r ~;~i!o t1'kf!O g:eat, whiln wo aro 
lndllltr)' is ro~. ~ .-""" "''l>ro • . • mg m, when bu•u
-'bl1 &f~ '::,""'1" '6b to .,.•ry Ji.c~:~,•n !::Jf history, and wMn 
f .. r Whll ;, 10 ::.r,m lo Rk'b I \'I& SU g I uence, hOW can We 

llri m~ ._an ~."'"lure into th~ o.f1 11alown pubUe re•tnue 
\Uid..tnLuted. ._ ..._ dlrect..r a i "' '~~ 

rn>61.! tu. r bolino th: ::.y~f ~ obt~ of tl.• 
"""" )ectoona can 

_.,..-tJW ACT, tell 81 

be o•tr'C<IIM b7 a ~ull7 thoupwu~ bill. Such a bill, bowe-, 
eannot be born m halte, as, in fan, !.be b•ll before 118 h&& been. I n 
my optnioo, thia oubjeet cam>()~. pc.illl)' be do<lt with adequate!J 
by the prt'JioiiL Coogrese during an el<'l!hon year. I will, MYOrtlMi· 
1 ... , direet mv remarks to some of the 8I>I'Clifle pro•iaiQII8 of the bill, 
on the a...,..;pt.lon tloat I ~is Con~ •• going to enact an undia· 
tributed-prollt. tu and that. we moght juot. u well p the belt pol· 

sible bill under tJ~ ci=uusl.aJION. 
In directing my erit.ich!m to thia pro~ bill, )'OU l!'"'lllemen n11y 

be intt-'«1 to !mow that I am not anlllgoniotJe to the tht<ory of 
an unditotributed-prollta tu. Alia theory, th.,.. is much to -d 
it. Dut roo th~ plan to ba~e a eha- foe- a IIUCCMdul canor, it mlall 
be initiaiM U!ldtr I'Oftditions nry much more favorable than tl,_ 
exi•ting t"!!ay. It must oi'IO b> ftllt~l into "'th tb• clear under
standing that the plan is a highly u~rim<ntal '""'lure and that it 
will colT for eome ''"Y delicate adjusunenlll in our econon1ica in the 
p- of ehifting from one method of taxation to the other. 

In any <Wtnt, the plan will be doom~d to failure, and to be the 
cau"" of oome serious disloeationo, if it att•mplll to penalille corpo· 
rations too ••wtrely for the privile~ of relllinmg .-ry worlring 
""P.itol and reA8Qnable reserv• Llk•"•loe is i~ bound to meet witll 
failure ir tu rates imposed upon the inoome of individual stoek
holderl are 80 bigb as to diseoorage the continuance of in..,._nt in 
prod~i"" enterprises. As long as lii~.UeniJX. _..nti,. are avail· 
able to invelton h .. in,~r large taxable inoomos, any ~ caleu· 
latod to for<!'~ oorporatlons to distribute ,.rnings for the sole P""' 
vc- or adding to the stockhold~re• tuable income ,_,. 80 mueh 
additional P"-""' a~inst t!Uth in...tora to _.pe taxation alto
gether by converting their inveotmtnte into tax-exempt IOCUriliee. 

Senator DARilUT. Why do you sJlC"Cia.ljltl on this a.ilmioistration f 
All administrations have done that, haven't theyf Why aJlC"Cialill 
on this onef 

llfr. Sr.uuuN. I do not think ,. .• have realized the eeriousnllllll of 
the tax-<'x~pt l!eCurity and the damaae that it cau.. until '"1"1 
...,.nuy. 

Senator BuiUZf. W e cannot dffi with that qUMI.ion now, bo<a
in all likelihood it would requi"' eonstitutional amendment to tax 
all t&x-<'xtmJX. eeeurities. 

Mr. S•nuuN. If it does, then tht quidter we g..t it otarted the 
better. 

Senator Knro. Mr. Witneos, I doubt •~ry mu<h if you are inelud· 
ing State tax-uempt 80Cilritiee and other !)!llitical subcl.i-risiOII& I 
doubt Y'try mueh wheU.er the people of the Stateo would be willilllr 
to hue the F<derel Government tex their 80Cilritifl8, but the F~nl 
Government may tax its own. 

Senator DARJU.IIT. It now tax.., them on wrtax, Scm•tor. Tbere 
is al-.ly a surtax on them. 

Mr. SIIDM•"· On roome of them; yee. 1 •1 a mo•e of that !rind 
woold he mo"' convincing than alm()Oil. an]1hilllr tlfte that b .. been 
said or don~ to reform the tax .,...,.. r think that io one of U.. 
mcot ..,;..., oYit. in the tu S)-.1...,.._ 

&nator BA11&:UI1'. I ""!!~ it is ~ .....th while _,.jiJt,c tiJI!I 
on i~ but ba•-e 700 •- ligUred that of 70011u all of u- pabhe 
eecontitl!, lilte the bonds or States, <OCID&iat, and dtios, aDd the 
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l 'a1ttd &au., whl<h bfan a low nt• of in~,. ,...__ of 
n<CJtaublo chan. ttr. that !I.e intereot rat., """ld be rai..l and t~tr 
tho p1<11olr '01.,1•1 hn• to flO.!" tllOt"e wtue.l on dl("tr pubhe 001

1 ~ 
,,..,.I It """"' bt th• •m• ..,. taking moiM'y out of unt 1~,..lc~t 1110

1' 
p 1U•n« 1t 1nto anocbtr. •• 

S.111tor Ku<o. An~ ful1 hennort, U~ bon<b wuuld l!dl (or k 
ltr. ~~oM\):, Oenrltmen.. tbere is no qu~tion but \\hat 11 t. · 

abouluttll~ <Om<1, and yn I say a tu-uempl •Y•tem of nn .'ic· 1
'1 ~.no 1' AC..'e m 1 t't'pubhr. > m• 

ll.•r Ctuuuu.~. And ,.! aU. nry much s~ wilb yuu, 
~ n1tor l.oNt:JtOA~: H 11 \UJI ,..,..,.e the wtlne.st~ MH • 111oral 

I wtll ~y thAl I !'~" tn he~rly accord with his vieww.> t~uppo .. t, 
M~. SrJI>»AN. ! l!e Ui..XIItUH!' normn l llnd surla."< rRfl1f4 now tntai7V 

Jlfl'flllt. In oddiiiOII, ther• ~~usually a oubstonlinl Stole . 
!,(1,:~~:ti,;k1oh~o••it,~~c~~u~re is thus t~lnK)t!t contpl~t0 confi:.~i~~ 
that fX•ItiHO j, th• ':.x•tsflll~l !:~ri~;ly r:yen 'r tile \"~J>aytr Ill 
to:U('h tax nlf'k and UJ)f(.'t to col ltd. the ·, 1S ust eM to, tnpot;e any 
Jon,._,. lhal 1\fnu~ of ~pe exists. Th lo any &Ubtitont!al. f'Xlt'Ut AS 
uttllflt ...-unli .. llu betn mad• 10 the C: prot"""'11 to •lnmnat~ lax· 
alwa,-. It baa betn >Hk>traoked It wouldgr<ss a lllCllll annually. but 
ohould be doo"' 111 that ...,,.,.j · ( . se<>m ~b!'t th! l•a..t tloat 
fl'olrinll ll<lt additional biliio ~ d or, th~ admllll>trotoon to &top 
Th•l •ould bf Hl<M"t' ('(JIU'-inei ~ 0. 0 If!: lh UIX~XrOll)t 8ee'Uritiea. 
aln1•.-t aorthin~: .,.,. that ha.~ll~d~ of good .tlt<'$ullnohip Utan 
a,.,.ttru. Sial or done to l"f:fonu our tax 

~·,., tho L""r •o"" · · . •ru It 1!'1 fftuna t , -rt]IOrt tau lr IIWvm•. ()( th _ ed lbat 24d)(~ rorporotionR will 
of 1,... tl1an $10.000 'l'he ~._some 214,000 w1ll hu·e not inoom• 
t<:\c~ or $10AMIU. ·i~hu~ • .:·ma~mg 33.<MX> will lut ,.e incomes i~ 
~'HII!JMirathtly .. mall t'ni~r lri~.;; b percent u~ our cor!Mll'nlions are 
JIL"I kahuu• i•noufh workinJ CtlJ•ilal In ·NlC •t~tlll, t h('~' 11\ve t>erhnt>~ 
wor Ill_. t"lllJitll iK .,Up)Jh.•mtl 1 "'1 1 ,,. llt:h h• t"ltl'ry on if 811ch 
!';JIII III(Ite• i~tl blink~. A~ to llu.-.'l:.~( by tJ~e tl:o.Uul ('I'NiiL fodliries or 
ra1~11"'1 Jl<'rhap• f rom bore ;.,,.,1 ~.,r busmo>;;<'8. I heir financiala;ct-up 

IJ any or the l ~trgett and stro H~ncy to extrtorue liquidity. 
!lltd t,normnutJiiquid n:tier,·es. 111!f'f of th~se oomJ>&nit'l ba ve aecumu. 
ft I<OIIItht t•yment or I nalt •Y .,.. mt_he beat I>Oalible poeilion 
:~.:,';{''\:111 ..,,... .... in <li</:.nc~y 't..~:or fo1hng lo dilltributt all of 
thf .,.!;. n "·Ito tho lai'J!'>t and .;.oot ... ~I'll that uo<ler the pro-

t 
JMltlh\f ..-ura~ of · ul companies th1r ha\·e 

n.....,. are thf .........._ · gomg 8C<ll f.-.. of ta A 1 
•I lhfir ntmn -~··-·"~for •hom the d ' 'bu x_. I I,. other 
""', ,,.. .. .._ •h~~=..,'"\!1 be ut~rly im~lt. tioThol any p&rtth 
'' .... ,.. <•tlfrali 1- . ""'8 botn ~ousl d - ore • thft.ar ... nt or tl"': - lt ;. lbey ... ho y tpleted by tl y ..... 

"onotor(l_,: ~oalt1tu but are 1...:f'k "j'l •ntitled to svoid 
'''· 8cr:o,. .... x y t ~•lcesomeaUo .. ·a 

1 
e Y to be ablt to do 80. .U~tr •nrentt'. h.._ lilt , I ~· rderring "i here for deplet<'d copilot. 

"'"
1
•t•nitc • ho ;.1~ d~"!t". d!~Uibute incol~•lb'T 1cor_ut>anies at Jhe u...: rtlorrin/lto dtt>lert<ite Income. . laH co•·ered the 

1~ · -""''PIIII"' ha1·e .....,n-es, I do not ,...,...,.lial IUI'f>h 110 ourplus..o., 'I'hei b 11"-rily mean that 
ftttn IHtdf'rwtand tl: ov~r and abovo paid i~Jan~ shoots tHil(ht silO\\' 

1 rorporation'• aurpl~ Mflll<ll. But busineao
s, u ahown by its b&lance 
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sbett. ;,. ,..Itt<"" rop.-nltd by tub or ita oquifti8L Quilt t.o the 
rootrary, ,....b 111rplu.e are usually tied up in plant, tq!llf'tll<'nl, and 
mt'rdt&ndiM un·rntory. 

I t ia a "tll·lo•o,.·n fad that. the only way in wbido _,. bu>i
can obtain additional fund• ia by rein__,t of tbttr taminj!'l. 
E,·•n to the 1•111"· • ·•11-fioanced corporation whidl hu tnanlj(fd to 
back itJo ltlrf>IUS by tub and liquid .-t8 this plan willttnd to dio
courawo th~ drairung of uiliting rteerTes. F or they will know full 
well tltat .uch ._,.,. ... cannot. be rebuilt lhrouf!h the •••nut or tam
ing>~. The fi\.'<'XIng of 111ch ..-rves is bound lo have Uot euct op~ 
slle el!ect t.o what wat int<>nded. Instead of o-orporote re..-r<tl 0011111 
sp<!nl, thereby Cl'('aling employment for the unemployed, they will bt 
frozen in the (eor thot they are not replaceable. 

I t is this very liquid capital lbat hll! been ma~;t oevert'ly tletJieled 
durin!( the dep..,..ion. That is the part of a company'• finandol otrur
ture tbot mw.t be rebuilt if ever we are lobe on the rtlOd to full ..,.. 
covery. Yet btrt is the ~ry point where the undislribut<'d protltJ 
tax will make recoupment of aecuruulat<'d 101!1108 imtlOOI<ible, or at 
least t:o costly u to opp<!ar undesirable. 

S..,alk..., of d~ ptll&lty again~ the •mall and underfinan~ cor
poration. thtrt ill hound to ensue a wb~ •hilt in~ in tbt method 
o( doin(l b.,i.- from the corporate t.o the per1~p form. Thert 
will tbu.• be loelto llll' Nl\&11 business the adnntagu at"Cruilll( to its 
l"'l!"" oompttit<Jrl! who conduct their bllsin......, in corporate form. 

Thert • ·oold cerUinly -m t.o bt sometbinj. dead wronjt ,.·ith our 
p...,.,_ of rM80ning when we profess to lear control by "big buaiu .. " 
and yet legislate to kl'fp bill busin....,. big. That IS t~orllv what 
this prot~l plan "'ill do. For even the corporation with a '$10.000 
income will have lo pay a tax equal 10 42 p<!I'OOlt of tl-.. amonnt ol 
income n:·lPinOO. Tn nther words, if it has $100 of int-._,mco~ h will 
h11\·e to r>•v out 11142 to lho Gov~rnment, 

Senntor ·Ku:o. Y~u nw1m net incomet 
~ir. s~IOMAl'l. Net in•'(lme. 
Senntor Oroll(l•. Thot is whert' it k<-eps it a ll. 
Mr. SttDMAS'. Sh ~mnll bulfin{'<>~ '·nn ~ur·vh·e 11m· t~Ut·h t~C for it~ 

workinjl eapital. We .-.rommend tberefon! that the protx-1 r•t .. 
in ordtr co ht worlcahlt nnd Pft't-t·th~e bt subbranti•lh• rtfiU('fo(l. AIMl 
I bat thev be simttlifltd into a sinj!l~ ..,btdule. Tbio con be readily 
cl"C()((pl~htd by allowin~ .. maUer eorpo-ratiolbl a ta:c t!ltmpcion un 
I~ fin<t $2.000 of iol<OD"It. 

I think that would •imt>lil~· the wbol• c-·mplicattd rat.,.'<hfllol~ 
~rudurt. 

In t~ malltr or taxin~t the otoclcbolder. il is ~ .. nllv ('()ll<'f<itd 
that a tax on the rorporauon i• in • lle<t a tax on tholl<><kftol<ltr. I n 
that rfj!'tlrtl, Claainnan Rober1 L. Dou¢\lon. of th• H otcot Wa,... and 
:'ll••ns Couunittl'f, rt«'nlly staled in pa11. •• folio..,.: 

Tb,. t~o~;mlnllJI "Uh~'' b1 ('Cl4'1')M'JIIItm..• •dd M 1..- to lht> w,.tth or thfl 
"'tlllrf'bolllc>r than tt~ f'Atnlnp dl"lr'lbutN1 ln dl'f'ldndll: for tW f'fllnYf!'llllmNI 
of C!O'llhNit tt'n,lap bK'OmN rf'ftl"('(.td tn tbe ,.otkholdt<r"l .,.,. orf tbt Dt1. 
'n-orth Of tbt rorot~,.t\oo and In lnt"rf!!eRCI etrnlq po.,.... 
AI~ 
To fbt! ut«'lll tbtll eotJlnratlonJI do not d1N.Iutl'e tbflr t'UrTflnl flrulnP. thfl 

I!OOiti•J•u•l rnrn.at'tl will tM' ohcalPe(l troaa hllbH t'OrporatJon ~ en,.. ...:.,.-. 
l"f@@))UilfnJ •• nC'•r u ld7 be Clll tbt awera~ to tJM nd8 tbat WOCikl laa" ..,.. 
b7 thtlr "'hnrf'hold«'rt If corportt.f' Hrnln.p •erto hillY dlltrlbatfllll. 
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Tho pooniiM lo try10g to mal<$ h.,.. ~ we C>Ujlhl to 1a.1< a C'OrJ 
lioa that d- - diotrib<lle a1 a~t !be 8&lJlf' a•tfa¥1' tu ,..,";"· 
tho ~ oo.nd ourtllC would bo .Lm~ agau~ tilt' inoli•i•l..:i 
Jl~do-r of tho d .. ~nbouon nee an lact mad~ 

IVtc.b thw u the bo<kground for the tu and th~ ,..te on ondi .. 
tnhuttd pro61Jo, OM would suppose that once the oorporatioo ha 
Jotud a lax "lutni<Jtt in ·~o'\"t to~ lhe nonnal •nd wnu ,..1.: 
ootndutdu•ll,•~~th tU· J>Iod moome, of tbereaft~r di&trobutl'd • ·ould 
bo lax frto on tho ~andx of the shal'l'holder. H o w ~t it t h~ 'b""k 
tbel'ffort, to find al proJJO!IOd tbaL suclo anoome he again lund in u ' 
hands or tho otoekholder>;; and not alono for 8\lflRX PUI'Jl_, •• 
hl'flofore, but for noroualln purpooes ""woll. 

18 

lie"' it 1 rank inNfuulily in taxing busin""" pa·ofits. It certain! 
run,; rounttr to ont o tho •vowed purposes of tlte In w which · 11 y 
wonlt of l ite l' ...... idr nt himself, seek$ •• fajl"1ll' distribution ~~ l •e 
lll.lo•d •n••ng ~II the bt,nefocial own•rs of busioet~~ pmfila ·helhh~ 
den...t from unoncorl"'nted entuprisea or from itiOOrpo..,;t~ b ~r 
;:::ld•;;,:t tht~~~ .. d..C:ribotod to the real ownua as earn«! or ,.,itj;: 
..,:·~[ ~x~~ ..:,:=;;btl fair thing to do il tqu.ity ;,. what we 

S.nator LO.--...-. I woold like to ask • 
::!!!.~ 'f!euury u:pona abon~ the docl:\~~ti~ tl•astupop.!,'! o•f 
·--..... -~. ,.,...., paro. of itc funds · th • r-
poration that hu all'fOdy paid ·~a lax •n 11• ~ of anotl~r COr· 
tho ntw orntt>hip ,.. ld ti 1 

00 t e Mrlllngt of tb~ fl«k 
Mr. 'l't~~<u ThO:d· ·l'dto pa:y a tax ou that, would it not ! ' 

tho •mt u a~y othor n';; i en • ...,.,,.ed went into their net income 
""'!i•ing tol'])()ralion d..., t:."rh: and ~edt:-~ depends on what the 

8<ottatpr IAHI'li(IAlf. 1 would lik way o tvadCJld paymMt. 
that potnt. Do you • "' 1 1 e to u k the watnct<t~ • queation ••• 
l'flll'tt, th1t ( did not. ~otl:.: tat "" ~ouble _JaxnUon t 1 very mucb 
IIIO<k on <orporiition• 13 C DYF:- upposmg corpor01tion A own• 
oftlltm,andttllofl h-oo~ 'C: F, and G, onc.L down Che.line 2JS 
CloYern11oent a tu lttd ro~~~ '""\'~a.·~ paid lo .the United St~"' 
U • ntMn• of r.n,\inA: a sa!.' 1

100 
' ·"" onvested 111 lhoee eN'uritiM 

::;:-rreo.. "'.l' quNion ,., 14 it fal~f!: onv,.t f?r tho building up 0( 
~{"~'"~~"'of tit..,. invl'l8lmenr.t Iscothrporataon A to ll"Y a tax on r. ~ ... ,.,,._ It t:ertainl · · at doooble taxalioo t 

:id.t•.ll1•nd lhtn ~ jll$t a~ril..:t~ ~l'pol'11tioas ....... taxtd ind&-
8<o1t ll lax•d -«-in. o the upper holding COI1lpany 

nato. l .oJ<..,..,.. y.._ 
Mr. ~"'""'" That . he 

.:, ... B~ &~~ aworv. ~ble douhlr taxation. 
it -~· k~Jl ~,000 on ._,:~on makea $l00.000 and it de-

)'- • .... ys • lax on tbat SilO 000, d-
~r ... ao••"" ~ ' 
~ $.\0.1)()0 .~ ._n~ratiou bill' oanted $100,000 I has re· 

ilr ::""DUCt<. y.._ an< 
St~at'anwA•. Di'itributina tb . . 

tho tutor n ... l:lt. l am ta lk1ng e.::;~'1';;:'t,!f'l~1 
llr. s ...... l< U d ~,000. Who paya 
S.notor llo .. ~a. ~~~f,~ the pi"" beret 

pays the tax on thall 
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Mr. s-••"· The ..,._ to that q....Uon din<tlr .. the olodl· 
boldor v-1!1 theW< eotber di.-!7 or indirectly. 

Sena.tor BtActl. Who Jill,. itt Out of wbal fwtd doM It comet 
Mr. Slll>>UI<. It .->N out of t.be corpontioll'• -_, of.,....,... 
Senator B ... ~L The fit'll. ~,1100 is bold in ,_,.,.!1.!L iJ poll. into 

t.be corpora~ fund. Who paya the Ia.!< on tht ~.uuu thac. is dis
tributed I 

.Mr. Sm>,..,,.. The aorkholdo,... 
Senator n ... ax. Do you find any double taxation in that particular 

instanoel 
Mr. Stm>~•"· No; but you ha•'e got.--
Senator n ... o. (int~rruplin~l· That is tho wholo plan. 
Mr. s.ll)>tA>I. """ hllV& an I lustration tber& of. singlo corpora

tion that h .. lt11J $100,000 ot its income taxed. 
Senator Bt.Aot<. You atated that tru. bill proridfB for doublo tau· 

tion. Tho bill proYid001 for the part. of the profits ,_..voo thaL the 
...... are to be paid by th• corporation, and for the part. of the profila 
thaL is paid out by Ute rorpontion the taxes on that .hall bo paid by 
'!'• person 1o wbom it io dio;tributed. Do you eall that double tazr.. 
taool 

Mr. Scu»ux. I aid double tantioo appearo only aL this poinL: 
Wber& t.be rorpontion, to simplify tho o:umplo relaina all ita e&m· 
in«'~, iL pay• tbe ••~ •urtax nl6 for eftl')' dollar of ita ...,ill(!ll 
as-if iL ~,in foct , dilitributed to the otockholdenr, and il eTer 1D 
the future tnat profit ia distributed lo otocldloldors lbey opin are 
ealled upon to pay both the normal Ia.!< and the AUrtox. I •Y thai< 
is wrong; that,. double taxation o f the worst. kind. 

This double taxation o f inoome alto empbaaixee the facio that st•· 
era! hundred million dollars of revenue estimated to he produood by 
this bill will como about only as a rt'6ult of wing 1 wi.e inoom~ thac. 
has heretoforo ~ wed only once. 

Wby should a l!lockholder in a small and poorly linanoed 001"1»" 
ration, having sulfered his .hare of tax through dinc1 poymen~ by 
the corporntion~ he again required to pay " w on !be ean:oe inoom~ 
when be come8 onto actual .,-ion of his obor& of what U. left ol 
it alter the corporation hu paid the w t IJ sucla diotriboliona are 
to be again IUbjoeted to lax .. is propooed. wby is nol the Ahal'l'holder 
aL leaet entitled to o credit against his lai for his pro-rata ahare of 
!he w paid by the rorporetion on what is left of the my oame 
mromel 

That is the t)"'tem Eaj!land hBll omploynd (or many ,..,.., and, 
u a matter of equi!J and f'""-, obould fie pursued here if 1-. 
Ia.!< Ia we are nolto oompletelytopple o...,.. by the ft'tJ welghL of ~heir 
own intqu.iO.. Sudl a plan u is here pl'OJ'I*(I maot • ....,tually 
work ita own deetntction. 'The quicbr thot ia Ullduolood, the heUor 
for all oo~rned. 

It may be (OniA'ndnd that ouch w doplicatioo io lllol.iflnd by the 
~nt'o 611C111 neecls. Lot 111 thon ,._her that no tax pro
~ will oakb up with tho policy of spending til for oft'tJ •I tilteD 
tn. Bot, if ouch reYeDue mWit be niaeCI throtiab the 1-tax, let 
it he nioed by a ~~~~~~ of the tax hue, tlirough an increuo in 
t.be normal 1a.1< and o lowering of tho tax gomptiona, 10 u lo directly 
iJ>clode a _large !'umber of our ~· who are today paJitllf huae 
ttWJI in diojrulaed "'""• CODCMJed in"the priee of the thlnp they buy. 

Regraded Unclassified 



86 IUM:ll1:& £CT, lUI 87 

group mu.-t n..-rily be off""' agai~-t thf. profit of on<othtr befo..,. 
tn:e •n~JfM w arn,'f'd at. _~o·or n1any )~e&n our i~ta1 Ia WI dad 
in (- rec<>jlllll<' tbl> truth 000 j>ei'JIUtted the filillj( of OOOoOIMiowd 
"'"'""'by oftlhot•d romJ>Oru• But. when our Oov•mal<nl"• a-1 
nf>eds btgal\ to 0\f""'OdOw the t~mtnt of tqWlJ ond f01,_ in Ollr 

tox Iowa, the <OtUIOiidalA'd mun1 woe throWD ov•rbo&Jod· Sum. an 
inequity m"J' be bearable un<~ an ar=t whue o oorponilOOO 
is sub·~ed to on incool<tax of (rom~ ptrcentto 16 ptrcent ... io 
now tl~e caae, but it will ..,rtainly be into erable undor anyliUdi plan 
as would tax retained corpo.-ote income ot roiM running up •• high 
as 73.0 pereonl. 

Tho same """"'~nt& oould well apply to the trcalnwut of capital 
I.,...,.. At prt'-enl t•l>ilal goins are tuablo, but capital 1.-01 in ex· 
cess of •uch ftllin• o"l limited in deductibility to o tl2,000 maximum. 
When a btiSIOCSS i• to be taxed at at>ylhing Like the proi>OMd ral.e8 
on iUJ ~ntire net. inoorue, iucludin(( capital ~ins, the ,·ery ltut t.o be 
expected is that the tax be impc""'<l on true net inoomo after all ltgiti
mate bu>ill<'IOI IO!llle'f! are deducted. 

For tho ume rt"aiOIIS, 1-of one year should be prrmitted oe a 
<aiTJ'-<>,..,r df>duction again~~. the pro614 of at 1- th• t,.·o auooeeding 
y.-l"'ll. W• ha•·e l .. rn~ by •d experi....,., t.hat pro6Uland .1- h~ve 
tl~ir ptab and ullt)' Han extremely bJ~b nto of tax ,. to be 1m· 
)>01!1!<1 api""" profitJI o f I year. it ill only fa1r and ju._<t tba~ the 1-
of the Jmnlt(hatoly prfft'ding years be given ~ con-idtration in 
detemtining tht- t1x liability. 

PPnHit me- abo to Uii'Kt.. your attention to section 27, jllbdivi.lfiO(l 
(j) of the pro1>00ed law on tb" subject of inttreorporate dividend.a. 
This pro•id~ that. corporations. 80 Jlt"""ni or m<><e of who.e grtJO>I 
income is derived fm111 dil•idend•, shall, in figuring their undiotrib
uied·l>rofit8 tax, he dcpri•·e<l o f so much of the div1dend cr•dit .. io 
equJlJ to the amount of im.'Ome a<.-e•·uing to a corponte sharehotdtr 
owning l50 percent or more of tho taxpayer's stock. I n elfoct, what. 
this means t8 ~hnt. even if such a COnlpany distributl'l!l C\'ery tlollar of 
its inoomt1 it. tnli.y nevertbelftltol hM ve to pay 421h ptrQent of ils inoomc 
in undistr~butod-prof>l$ tox. 

lltlJ>OSing l'iuch a lax on the earnin~ ol a.subsidial'y COUIJlAny with· 
in a. oor~rute l'itru~ture means certalJ\ ()eath to tht sub&idaa•·y. Last 
year th1s Coni(I"C'fiS "'01 engaged in o. desperately foogbt COiltr<><t~ 
over a &O-<>~IIoo de.ttb IJC'Iltenre propoeed agai""" certain l>ublic-utilitr 
holding oomJ>ODil'& Following many months of oonsideration and 
disclmJon of tho t'Ubjtct, the pJ"OI,_j .,.. .. defeatf>d. Y.f!. htro, .in 
this Ia,. is J>rOI)080(I a Yirtual dealb oentonoe not alont agOJIIIl public
utility holding COmJ>Onits but Aj!lliw;t, aU holdin~~; componiN of .lht 
natu~ b•,. dt8Cribod. 11>e proposal ClCliMS oot of a clear .try, w1th· 
ou_t.. any nOI ice what80tvtr to these eompan.ies. It. wu GOt e~n nlf:n· 
tioned.wbeo the Wa)'11 and ll.-ns Comwttee btld ita pltbli• h .. rinl!" 
on tbia bill. 

p,....umably there arf ntany iostan..., in which tho tor110rat• •true· 
lure can and mould bf oimpli6ed. Our laws in tht patlt eucouraj!'O(I 
such complicat«l otructu,.... On the othor band, th•"! muol bl! nu· 
meroJM instan..., io which corporate struc:turo8 of th.11 naturf a':" 
ne<)eSlCiry and invaluable in the conduct of lup buau.._. Th., 
is oertainly true whore bu•in..,. operations utend into many State. 
and are thus •ubj('ei to many State laws. 
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S.Utor Krxo. And "h~n rL ut<-nds in!() Olht>r rouotr,,., .,~ .. 

('brla and Mulco,_ wh~ you .. nooL eonduel bus~ th•l'll u an 
Amtri<lln ~oo, you hue to orwu••r.c a Cbi!ean oori>Ortlioo 
and 11l1re all of your stock wi~h IJ•• Go•·~nu.noo~ befo"! ynu can ~ 
• rhart.tr, and you mutt orgum1.o n corr,:rtt.llon 10 Mox1co ami plaoe: 
your Jtork U>ere; 80 thnL ff J'Oll nn<l should organile a oom1>any 
hrrt~,•u"h u" mining comp!ariy, 11nd dooide to branCh out ioto Mexieo 
on<l ()hoi .. we would haV1l toorwonize U'<Hnpony in Chile and another 
in Moxico; we woold be the holding company, and A{exic:o ood Chile 
would Lu nry hnviii , and any do•idends that would come bork to 
tho hokhnc too> pony, I wu wondtring whether then. would be an1. 
Lhon~r loft. 

l£r. Srm>Cu. ~ may be thou .. ndJ of i~ wbich ~uiro u- aublidiary COIDJl"'lieo 10 bo fonnl'd in which they have ~n 
f011nf<l; yet ""are about lA> puL tbtm I() deolh. 

l!t11al0r Krxo. Tbey h••e w organir.& lhCS<I oompani .. in order I() do oo.,,_ 
Mr. SEIDIUN. Of """""'· 

, J\~ming1 h0\\'8\"et,, tl~at. tho elimination O( aJI SUCb COl'J)(U<AliOnl 
,. <IMo.rable, and that •~. UJ Uoe Go•ernmcn~'• busine>l8 I() so Jogi<lat.>, 
there It *'!rclv .no occaSJon for any tuch strong-arm methods •• pro 
P"1~ ·~ ifua i•W:·. I sub111iL thnt if ouch liolding c:omponiea are 
~.,. ptn&hltO<I fo/ hnng, ~ey Olljlh~ to a~ least be given 1 fair trial 

jn opponuruty Lo )Wltify their existence before they are sum· 
man Lo oondemnl'd. I! ~1. ca~nof: do oo, !hen and only thM lhould 
they .... fd"""'! Lo go 1nl() hquidatron by a c:ertain, fl!l.90nably far
l"fll''OYn. ate 1n thi loture. 

1M Ia~ io <!Jock full of nonccomtro<KI provisions, which ll'll "'"' 
1.0 .,.,... bUg>llon for u>any Ytl111 1.0 oome. lL has been d blxld ·~ 
,_nd rompl..,.ted pi..., of legialation in 60 years ., 1'- 'ln·-'--i..! a lla Mntroversial pro · · bo 1 · • "' ",__ ~ 
the JU't"Miuc:tivity of the v~ll8 adr& I IIIH to have seriOUS all oct UJ>On 
mnn1ty. an 1 1• t~mper of tbe busineiJIJ com· 

Simplification is possibl 1 b 
aion, and considerac100 Te 011 Y, Y ~or~er d~tailed study, di8C)U8· 
tu: .Jyltttn with · 0 e.rtae .. IUCn revoJuttonary changes in our 

n08;,_;, wo':.d"'P1• and mature. consideration is unllunkable. 
dua¢•~ of our tu ,::;: 

1~ncertaortyt produoed ~Y the coll!IL&nt 
IIII<M a!rer mncb bidwin ·~ 0 remendoos unporl&Dc:e are rho~! G "-tho or a g and <ontroversy, only to be ogain 
"""lo hava boon g;.,.n ~aLtr, often bofore the earlier ena.:t
, _ IUlllllltr ConlJI'ftl! and '\~ to prove their own wo~ 
r.u bill. The moot. bitt I b~~tmeoa oweoltd for many woob on a 
lbo t•rinoiJ>Ie of luing :,j'JO~~~~l!~. provi~on of that bill involvl'd 
now 1!081 out the window 1 '!!".,.. •• such. Tbat provifion 
fat1• ~ momiiJ! or a year he~:_ oomel hmg which m•y suffnr t1oo same 

••• lhe unotrtainty "" 
::\~~· lhaL makea lo~~dl~l~li~~~~ of our oonst&ntly changing 

... normaley Thi 1 •nee nod f or delay in l'tlturn 
- rnolutionary ehan~! Proll<l@«l bill embodies some ot ~e 
anoe,.l.,.n~ We mliSI. bo ton~ the enactment ot tb ·~--th ..... fi•I.-.J eba 1!111"0 WO Or& •.... L., e 81A~• 

TbaoJr -· "'t''l in our lax laws. no;u~ ""'Ol'O we mah any ,_, l!tntlomen. 

IUift.l<Oa .. ar, au• 

Tbe c ............. This :. not u.., &not tim. rou. bne •j>PMft<i 
before the oomuutLel in OOilllflCtioD with tu laW'I, ,. 11,llr. se;am., I 

Mr. S.n»AI<. No, Mr. CbairmaD; ot hu boon my pieuul'll to 
•Pl>e&r hfl'll time ond tgaiD. 

T he Cn •raMAI<. Jlue you enr appeol'tld before us wbftl a tu 
bill wao un•l•r ooootideratioo IWd odvoca~ ila JIU!I&C'!'I 

~lr. S&rDIIAif. I did not get your que<otoon, Mr. CIW:rman. 
The Otu~~~••"· I thoupl your Jan~ t.odt.7 ~ 'rf1r1 much 

like the langua~ you b&ve spoken liilo,.. the COIIlDliU. wben wt 
have had otbtr lilt bills up for conoiderat.ioo, aDd I tlioecllbe ..
Lion wbeth•r you have e.-er ap~l'tld and ubd for the ...-. of 
any tax bill. . 

Mr. Sa:ulfAif. I hne always tri«< to mak6 ClOI>Itructift 1011· 
ptiona. 

Senal()r "BLACK. Have you e<tr ravOI'tld any lax bill pro..-cJ. 
beret 

Mr. Saox Aif. The New York Bot.rd of Ttode-
Sonal()r Bt.Aoa. Wbieb ODil have you flYol'lld I 
Mr. Suo• •"· The New York Boat<! of Trade has always favol'tld 

a oales Lox. The Now Y orlr Bot.rd of Trade Ia for • 88lfe tax u 
a meana or raiaing l'llvtmtae. . 

Senator Duca. You haYO appeartd hel'll for how lll&IIY yeors >D 
oonneclion with tax bills! 

Mr. Sao»•"· Fifteen yeon, at lull. . 
Senator Buaa. Htve you ever favored any bill that wu pro-

tx-J, and, if ao, which one! .. 
Mr. g.,., • • ,.. WbenoTer I appeared u oo indmdual l wu dell· 

oit.oly for or against-- . . • 
Senator BLAca . Hove you eftr a.p~l'lld u an mdiYJ~uol~ 
l\lr. SEIDIUN. Yes, l'ir; perhaps u far bock u 1921, m oo,_loo 

with the 1921 &venue Acl 
&oalor Br.AOK. Did you favor that act! 
l\lr. SuDIIAN. I fo.vored-thel'tl wu a queetion there--
&nalor BLAcK. Is that one you favol'lld I 
Mr. SziDMAif. There were many pro-riai.ol\ll that.I faYO.I'Ild. 
&naLor Ouc 11.. Hu there eftr been a b!IJ on whrcb you came down 

here and teoti6ed in faTor of; I would hke to lmow that oo tbal I 
could "'"d the endence. . 

Mr. SIWIII""· Mr. &nator, no bill is e•er preeonLI'd m ~ fonn 
that r!" eon ftTOr all of it or none of it; there al'tl pro~olll )'DU 
an eatbtr for or ogoinst. This bill, il#el r, l !\ave not cnticistd

&na.tor Buca . Artl you in favor of the ftpt&l of the ...,.,...proiiL& 
taxi 

Mr."$&rDJlAif. Y'!.sir. hjA h 
Senator BLACil. wer& you op.,-d to the amendment " "" t e 

Senate and H ouse passed which allempt..d Lo plug up the loophoiMI 
Mr. S&mMAN. Twas in favor of it. J oppeared for the New York 

Board of 1'rade-- . . 
Senator DLAOI<· Wbere did you teetify1n favor of tt I 
Mr. SIJI)MAif. Four or liTo pors ago. . 
Senator BLAca. Four or &ve yeors ap-you wete ."-m liM I 
lfr. 8aDMU. ~ Ul:lll.,.. the &Yenue Aet wboeh attomptecl I() 

bvUon up loopholeo. 
........... , .. I 
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SoAttor llLACL Jn 1~ ~ l93.5J orhtn lh~ couwuu .. bad ila 
boariDp, do re<allle;tJrymg ag&1l>il. !bat bill t . 

)lr. ~,.I;' 1 lmow I t.tilied in famr of ciOIIUIJ up ioor,bolo.. ~r ll~ You apptaftd this morning !avorm~ tba odt. of 
tan~ or uncli>ltibui«<·J)n)lits. I undentood to ooe lllateuoent-

n .. Cou1111Ul<. lie oofy tppro<ed in a geo~.-.1 way tbe .)lrinciple 
ancll.ocihty of the thing. . . 

SonatO< Ko.o. He •J>pro•·ed the theory but os agamoe. tbo praclico. 
Mr. Sr.&UlU!'f, Yea. . , 
Senator BLACK. In other wordB, you thonk you bave not had lime 

io which to work all af that out! 
Mr. S'"'"'"· Yes sir. 
&nolor ll!.AOK. You think ittakee more time f 
Mr. S<roMA!t. Yeo air. 
Senator 131.ACK. Jfove yoo over nmd Mr. Jeremy &nlbam'a Cur

rent ~·alla<o .. of Anti- Reformerd 
Mr. Sr.:m,._A.H, No, air. 
Senator o .... c •. I woold appreciate it if you would read the apeech 

or ~[r. !ioodJ .. thll&ppears io that discouiwe in 10 Wlerpreuti010 Of 
Air. Sydllft Smith cr Bentham's F&llacies. I lbio.k if you will road 
that,.... will recall -or the ugumentt !bot vou ..... made b-
lhll morninc- • 

I fa- U. ~ ... o-,., IMlt thlals- the P'-r U

lJr. "'"'"''· I woold opprecia~ reading it. 
Stnot<or IJI.ACot. J om Rlro you will enjoy it. 
_llr. s ........ Tho point., gontll'lllen, is nat 10 mueb tJ~e time, but it 

woll n<J4. •<wk with tu-uemptlieCilritiesand 75-pe~t &urtax. 
~nator lli.At K. You .favor it., but this is not ll1e proper time; y~u 

th!llk we h••• n~ '!'•died 1t long eno"ll'h and that tl>ero aro certam 
thong• thatnlftkO ot unpossoble to pu~ it onto effect! 

Mr. St!n>w<. It ~ould be a good thing to mnke suro tho rio~ oro 
ICI I\•IIMlnnble U;o tlung can worli, but it is hnndicap!l<'<l--
. ~••tor lltoo~~•. lundet1Lood you also wore very tearful it would lund•r tho •mall <OO'JlOrations. 
)Jr. s ... ,. •• _ y~ air. 

. ~n•wr U~•- DO you have a list of the contributor. to the ass.>
~ahon roo ~P,....nt and t_he names of t.be companies that your organ· ll&toou wur,.. lor u pubhc &c<oontantst 
~lr. Sao"'"· Contributo11 to what! 
:;,."'!"' llu.ca., To the New York Board of Trade 
llr. s ..... "'· ~ ou """" the mtmbersbip r th . . . f S.U.w. BLACK A tht o • -•auon or,aniaati<e~ t · ro ~any brgt toOl ponies that belong to that 
llr.Suruo,:or. lby l say y "-- -• th ¥ io made up or Ia~ ;.,:·"'"!'"'or, at the New Y!>rk Bo-ord of 
~tor lli.Aoc What l•-p&rueel>;td small! rompenoet, 
ll r. 0 .,.., Tb IJ ~- compo.ruea 
~··torn ... ..;. ,\rt~" compi.Dies prodominate. 

·-·~ •it!\ ~ hlrh w!.':t~·iiT")laDI"" lone you discullhed tho lax 
~r. IJtlx••· In the first plact 1- , 
·'<D&tor llu.cK. Dces the G ' -'\no.,..__ 
l lr. !loJI»IA><. v.., sir uaraoty lrust Co. belo11g to itt 
~·•tor lluoot. 00.. il c· 
Mr. Suo" "-'· v,., oir. it •ty Notional B•nk belong lo ltf 

1 0 

aiT1Iln1l u:r, I tit 

&nat.,.. DuCIC.~ Cb~ NatiOD&I Baaltt 
M.r g.,..,._.,., I b.IHI\"6 1t 00.. . s..;.n., B ... u<. Do Y"" know wbelbu or not the ~rtc DoDd .t 

Share beloogo to itf . 
Mr. SuD>u". I do not thmk ~
Senator BuelL You do DOL tbmk ao f 
Mr. S.mutA:<. N~1 air. . . 
Senator BucK. vo you know wbtthu or not any of •'- .....,.., .... 

belong to itt 
~!r. S•m>~AI<. Quite likely. . 
Se.nator Bt.Acx. Do you do work for any of the companoM I haft 

mentioned! 
~!r. S.t:IDMAI<. I do not. 
Se.nator llt.AOK. no.;, your Corm do work lor themf 
Mr. Sl!loM.AI'. lily 6rn1 d- ·~·. . 
Se.nalor BucK. Ia it en~! on 111dependent aa:ountoncf 
"Mr. SIIID><AN. Y et, sir. • 
Senator BLAOJ<. And you have appeared here eo~ Um6 for the 

New York Boerd of 'l'nide, and stiD nobody baa paod you for your 
appearan"" aL all f 

Mr. SDDXAl<. That ia rorrtct. 
Senator BuCK. In each ins:t.aJtc6f 
llr. Sm>KAl<. Y ee. · · f 
Se.nat.or Bt.I.OX. And you appear .-otont.arily u a CltiRn 
"Mr. Suo>L\!t. That ill right. 
Senator BuelL Who~ ill th6 name of your compeny! 
Mr. Soo>tA:<. Se.idman & Se.idroan, oertiJ!ed acrountan~ 
Se.nator Bo.At K. Where ill ilJ! oflieet 
ll!r. SEID>JA>I. Now York City, be•d ollioe. 
Se.nator Bt.AOK. At what placet 
ll!r. g....,,"""· New York City. 
Se.na.tor BLACK. Wha.t plaoo in New York City! 
ll!r. S.t:~D><AN. 'l'ho streoL numbert 
Se.nator BI.\CK. Y cs. 
Mr Sr;m>tAN. 80 BrOAd St...,..t. 
s..;ator BLACK. Ja that an olllce building! 
~rr. Smo""'"· Yes. 
Se.nator Ducoc. What f . . 
"Mr. SDDMA!<. The Maritim• Exchange Budding. 
Se.nalor B~Acro< . WhoL ill the nllJllberl 
llr. Sllll)><-'"· 80 Broad St-L 
Senator BLACI(. WhaL is the number of tboo olllc6f 
ll!r. SDDJU..'<. The room numberf 
Senator BLACIC. Y .._ 
l!r. g.,,..,., T..-o tl>OuliiiJid ~ hundred~-! 
Se.nator BL.\Cl<. And who ebe ,. m your nnn 
lllr. St:IDMAN. Ju!lt three brolbers. 
Senator BuCK. Three brolbent 
}Jr. SEIDMAN. Ye8. • 
Se.nator BucK. llavo tl>ey appeared1 aloof Did you appear on 

oonnootion with tloe holding company bill f 
1\[r. &milAN. No, air. . . 
Se.nator DuoK. l ou took no port 10 >t I 
Mr. 5&1olllAx. No, air. 
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S.O.kir 8 ... CL lla.-. <041 ap~ in COUDI'<tiUII "ltb any utbtr 
J.i;.•,1 ... ,.,..I" tax l<j!iJation! . • 

)lr. s-...... N'!l•"' ooly wr togi:J.ouoo. . 
S.O.tor lluCL ) oo hue apt-rtd oo thate>Or "'""" 19211 
Alt. ·a:ollfAJf. \'111, iir. 
Htoaklr lluc•. And that ..-u the first. time I 
1tr. San>ul<. I belit>·o 110. 
S.·naiiJt' n ... r •• You ha,·e appeared at each SO>llliou foinc. lll~nl 
)lr. l'iwuw<. YN. 
ll<·llator llLAc• . And lbot has been wholly on your own aooord 

•nd nobody hu ..teed you to do iU 
Mr. !ii'.IOIIAI<. or ooun;e, wbot I have disc~ hero is tho work 

of tho tommittt'6 on tuation of the New York Hoard ot T rade, 
,.......,.1 upon by th .. xocuth·e oommittee. 

Henator BucK. Who else is on thot oommitteel 
Mr. S<IDWAl<. W•ll, there is Mr. Egg.leston, of Young & Co., New 

York. 
!:'tnator 8U<lc. What businoss are they in I 
llr. """ •"· Art dtaltn. 
!:'toator BuelL Who eloel 
llr. Sao"'"· Mr. Jamttl Rowe, a retired businM!man; Mr. OMrge 

~mon. of the tla.rden Chemical Co.; and th,.... or four othfra. 
!:'toator 8....,., Do JOU !mow the olhenf 
Mr. Sa""•"· Mr. Grillith, an ollicer of the New York lloanl of 

Trado; Mr. Blair, of the Chemical Bank. 
~ •• , ... llucc. Tho Chemical Bank & Trust Co. I 

• Mr. Scow•"· Of New Vorl<. I believo that is about all· there are 
•u or t~t'·tn. ' 
~nolor Ut .. OK. You do not remember any olhenl 
Mr. SllOWAl<. Th•rt may be ono or lwo others. 
S.nator n ...... llut you do not. n:membcr them t 
Mr. S10o>ul<. No. 
'1'1•• 9"•'""'"· Is Mr. Gilmon a m•mbcrl 
Mr. Sr.IU.MAN, No air 
·n •• c ..... ,.."· Tt ~lr. Gimble! 
~tr. S&JDMAX. No, lir. !J't ~n•••w••· A~ Gimble BNlO. members of the board of trade! 01 r.-.-: P.lD)UN'. 1 btheve they •~ 

,,.;;:, ~h~'::.":;·n~d rou read the st.at.emen~ of Mr. Oimble in the 
\ lr. SEiolh~. No,. air 
,... t· ........ ,. y"" .iihoald I"Md • • • 
~I lor RUil~ l)o . lt; It 1$ I good t tllt.mtnl. .............. , . roo !nor the salts tax &8 a subo.titute for all 
~· ~DD>H:<, );o. iir ; au suppt..~M~~l .... c. .. ..... " Tho . tee ' I 
(ll'btrtUpoo ~; t · 03 ~" ."1 1..,._ until2 o'<IOtk. 

' · ' tomnuttee took a,..._ until 2t>. m.) 
Arrt::aNO()N N'.88JO.N 

Tho roonmut,. rttot • ed 
._ "•n at 2 p. m., pursuant to thcvtAtlcing of the 
~ ~ ( .,.fiAlltMAM, T1\~ CO ' t . 

1\itin, I brllovt, a to beth:·~~· ~ ... ;,•11 pi- oo'!'e to order. Mr. 
a wont to .. , , x WI tl9t'l. Mr. Sr1rmger, do you have 

UVltlfliii ACT, Ulf 

Mr. 5,..,.-. Mr. ChairmaD. f"" the. pa.rpa.o of the ~. my 
- ;, DuraR<I W. SpriJI&w, _...,. of the AJ!ltntaD ~"'' of 
Cftull<d Pubbc AcmuntanC&, and ill prtRAh"'f Dr. Klein u our rep,_.,ta"" 1 want 10 ay few the b8>elil or you who ma.r_tiOI. 
!mow i~ WI at ooe time 116 wu the lax oditor of ~ Ntw Y orl< 
Globo and prof_,.- of t.uati<la in the City ~of New Yorl<, 
an author of a ••ry much reed book 011 iiiCOID6 ~ • 

He tw boen pttlllidtnl of th• N•w. Y o~k Stat.. Soc!«J of C.~&.d 
Public .Acoountanlll, and i• now. lct!DR m the capeml) .of cha1rn1on 
of our oommltt.ee <Kt FN!toral leg•slabon. J he report wh!ch you ~a•·• 
botore .you gh·ea the nam .. of the commttleemtll on lh111 eotllnllltt'6 
and thetr rteidoii<'H. 

We had • mttting of our OO.rd of directors here on lllonday ond 
Tueaday of thia w~lr, at which th• JM)inta he will P""""~ ,....., <II•· 
c--.1 and approved, 110 tha~ wba~ he will •Y to vou will COllie a10 
the reliUil of oonfertt...., in which 22 Stat.oa have "boon rep.-ntw 
by the two. . 

I migbl worely ad_d 006 other lltatement, lltat tf "!"• were to COlli<' 
to you with any d ... re to IAtke achan~ of a poeolble opportuDtty 
for profitable pin, th., would be notliing ~r that we could do 
than to UIJ!" tba~ you paa the billu i~ is, '6oca-cer1&inly it would u.cr.- tbe volume of practice which' the indell"ndon~ IIC('OUniAtnUJ 
woodd ba•~ during the .u-.eding you. 

Dr. Klein will now mab his liau.men~ to you. 

II'I'UU:UI OJ lOIEPK 1. llLBDI, OW YOU: cnT, CJr&QKAW 
OP TD OOJOJHU o• J'EDEilAL LEGIILATJO. OJ' TKI! 
AXDICAJf IOOIETY OJ CDTinED P1I1ILIC AOOOUft.&JITI 

The CJUtBIUM; Doc:Wr, you have a me~~dtun, h~re, an> I SUI>· 
poeo we put ~hat m lite record, and that w1tbin 20 mmutee you t>lck 
out the .,.Hen~ thing~! you want to tell the oommitt.oa, bcoaUIIO wo ha••o 
a gt'OII~ number of wito- here. 

Dr. Kuw<. I 1ympathir.e with you, Mr. Cb.Urman, a~d afttr th~ 
firs~ 8 minuletl wben<Mlr you feel I am not conaru<:t•vely u""ful, 
sound your gavel and I will quit. 

The CDAinuH. That ia all right; 7ou jwot get through u quickly 
u you can and we will put thia tirief m t.he record. 

Dr. Kx.mx. Firot of all, I &hall not •Y _anything more about the 
simJ?Iieity or the oompt..xity of this bill. You indieatf'd, I think, Mr. 
Cbatrman, during the cou..., of this mo"!'inn ditoewo8ton, that the 
bill when it finally emorgte may be docideclty and fundamentally 
di6tre.1t from wbat it now appears to bo. 

The CuA nuux. I do not lmow whether I •id lltat. 
Dr. Kuw<. 1f not, air, then the cn>el ~n~ t.bat mij[ht 1., 

met.ed ou~to the mtrnboraof thiaoommiltft1aod I btro recall the pr<t
~ure of the roll•ge of cardinalo, no crutJer l'uniabment thoulcl bo 
meted out in bebolf nf th- who .ot~ for the btll in ita p.-nt fon11 
than placintr theUillfh'CI without fond until thfy onlved a •imtol" 
problem whteh I have prfpereclto sub!"i~ ~o.r ouch p~r~ 

One other maUer ,..garoling the mmP.Iioty. ~ )lllnk I ou,ttt '" 
touch upon: I thing the bill hu boon unfa>rly ertllctzed after a OU!"'r· 
ficial readiug of it, becaullt of the p.-nce of four table<~, and rff~r-
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._ 11 .-Mdlllo a to the...., of thea table., lor oorporatio~ watb 
,_ bttw«A 10 aAd .0 thoai&lld dollars per y~ar. 

Ttblt 1 and table 2, u disti~Wlisbed frOm. table 1;-A ami 2-A, 
are utwlr and 1otally u~ an<l ~~nda~t., unpractaeal of at>pli. 
<Ation, and unn-ry. Firmly I bette•·• at th'!"" two la~lca ..-.,.. 
thminated 1ho bill ... ould not appear to he u formadable ond fon-OOd. 
'"'! u it now a1lpHrl to be. n. Caumw<. I made a statement eallintr on tho eX'perts to aee 
whether or uot they rould work ont something an the way of elimintl· 
ing tOme vi th<*l tobiC!8 and put it in ou'1 i! poesible. 

Dr. Kua~. Some of tl, .. uggestions I wall mako oug~t to oo of help 
to th.,..UJ!"rll, and 1 want to tell you there ore some vory coaumeod. 
able featum in the bill, and ~rhaps I may list them quicltly. 

Little hu betn said by ouiS!d..-., and probubly little "ill bo caid in 
!nor of the bill, and I want to go on reeord abOut te•eo poinbl ,.hich 
I think an bi11l111 eouunendablo. 

t'int. Th. pro~J to levy a O..t tax on ~~elected corpurationt, 
while 1 miabt DOt "II"" with lOll 00 t.bo6e which lihould he lflectecl 
and llpt(iallr 011 reeeirtn an dtlicit corporations, ia a move in U,: 
ri.fht dirottiOII. 

"Setond. 1 roottDtnd in princiole the provisions, wbieb though I 
think are entirdr too eompli<ateil, which tre intended to lighten tho 
ta.t t,.u<Jtn on rorJ>O!StiOOB ;orith prior delicita, lhOte prohibited by 
blndwg ogrotmtn~ With tndatms.or by st;atute from disbursing W"ll· 
aap, .and d.ebt-ndden corporation whaeb wiabed •·oluntari.ly to 
aJDC>rtaa tlatar debQ. 

Third. Early elimi.nation of the capitaJ.6tock ancl c.tCOD·~ll 
tU ... althougti 1 rai .. tho question whether you can alford to w•e up 
tb01e rt,Vtnut~. 
• Fou"!h. ~objecting dividends to wrta3es, I tl1ink is a movo in tho 

nght darocUon, l)thougl1 on u,~ basis of equitv it S<X>ma lo mo tJ>ore 
jho/'ld. be ~~ oquavalent rucem1>hon for the reclpiont of tho d ividend 
lhio~·~~IJ um bo.fol'$ .tho dividend is mftdo ])O$!;ible. 1 oometiroos 
h • ot theory, wbaeb seems Jo be held bv m""' cloes noL bear 

t fOI"Ha<'alanal~t. .; ""'"' 
,..,~i~~·6.~'1'; d:ci~: :);)~dent'!rrr~ver pro•iaion, and I ~hink if 
fal,_ and the need of h?.u.-" rates, you ought to. ~081der the 
1- tiAUiar to that which ,.. g -~ carry:over proVI8lOO for ~eL 
~Pinto 11121 and gndual;' :t:.,~etd '" the 1918 act, eamed 

&. Von bar. a Y s-ol . 
...,!'Jolt liqnidat;;~f ~_abiO feature with ~t to th• 
'IOICID ,.... rna~ un - . ..,... •oos, and by that devaee or pro
h~ 100 to a>cWdtr '::"'d'1' ~ .rosort lo wbterfulro, and 1 lihould 
l•'l!i<al, ... tm, l'"rtial liq~i~~aty of txlending tliat into the nut 

1. "lth l'tOpfct IO • hbo . 
.... thaoo n<>nrooi~nt m::;. ~at t ldang pro..Wons, the attempt to 
'""'• I WCMJid mAAI"' a flat 1 ° so great an extent oecopo taxa· 
•••I I •'Ould at.<> , 11 , "" • 6-~.~nt rate, instead of 10 ll<'rttnt 
~" )oo art hot t'Onrt/:rin~na 'ta d.ltion to~your own J>rovisions thO 
o Of<IJritiea. • • on prouts r<'$ulting from tho sale 

A trtr»rn(tou"~ Yohuna of •• 
tft,.)ifrut allfn inttividu•ls a~Hrltles ar~ actively dealt. in IJy non-

11 oorpornhons. 'l'ho Securiti\'8 Ex· 

uvuoa .err, ttat 

chango Cc;nrnliaion co ,;•~ you tho. 68"rt'! if you ore inl....ud 
in them. . • . th _., IL I know how dilllaolt it il an prtdiee «> UOfrtlUn t p""'ta .-a ~ 
ing from sudt •• .., btat at i• not on insurmountable ddll<ult ta*, 
bocauee br impooin_g a flat tu the~· as on otht! 111ton>e applyanjt 
to forei.gneno, prt'd.-atf<l on the artntrory &lii!UtnJ!C.!on of •ytng d!at 
25 peroent of the ,..uing prire I'I'J>.....,nls ptollt, ...,th full GPilOrtU'\ILl' 
to UICI peroon involved 10 r .. , ... what the troo ptollt ...... l lhi.nk: 
110me un11~ry 1._. wll be noidC'd. 

I am uot preparf<l to say exactly how mueb additional ,.......,ue 
must be raiAcd but I read Lhia morning the lltal4nltnt of tho ~ 
rotary before tl1i• honoroblo b<wl1 ot.y.-..r~a;r, ~nd 1 read b i1 ~· 
ment that in a•uming revenue he 1ll pe!!SlJIUSLIC ond In I>IIIUhllnl 
disbun)eJIItllt be is optimi6lic, which I tlaink is wiae budl!"'llf)' 
prooedllft. • • L. • 'd Neverthelc!M, I think It as lllumanable tbot tnd't ~ no '"' en.,. 
in per11011 or otherwise, 10 far u the deliberations of the Wayt~ and 
Meana Oommittto are eoneemed, that any attempt wu mlde to 
ll8Clerlain whe&btr or not 81>Ch dii!bursemmll may not bt diminilbed. 

I do not doubt at all that ouch inTtetigatioo mar ba" '- 0011-
ducted and ,... contidered, but I AJ it is illmnmable tb- lo no 
.,.;denee of the fatt that oueb consideration _n, o<curred. 

May I oped for a moment on the <OMI.itntionalitl' of the bill be
fore you, and I •m not for a moment claiming this bill is ..-.Mii U· 
tiOCIIl in any of ita major JNirlt. 

The CnAtRliUN. Doet.or, are you a lawyer! 
Dr. Ku:ur. Y e., air; but, dMpite that fad, I make an hOC>Mt 

u.;ng. l 'k k Tho CnAIRM.AN. Some people who are not lawyel'l! • e to Ape& 
on conslitutionol queatioiUI1 is tho rea80ft I L!k. . . . . 

Dr. KL~oJ<. I w1ll not argue with anyone who cllln>~ oL JJ oonsta· 
tutional. I do no~ know, nnd no modast man know., 81De8 ~ •ur· 
prisea that have rome to you from a plaee not far from thaa room. 
Even Mr. Ktnt will not he 8\ITe. 

But, I ony to :vou j11Bt ouppooe by the btrtSt, the wild!J"L DOUI· 
bility that thia bi)l t~ms out an iiB major part to be uneon•tJlutfonal i 
what is the rMultl You have piven up $1,2301000,000 oo C<lrllP!llecl 
income under exislin,a levlea, wbjtd to the ...... ldest. ""tt o~ adju~ 
menL br the atatisticaans I 1\lppooo, when they get d'!wn .,..,th tMir 
peneib to 1\gure it, for 10rnelhing auppoaed to ...,.,ll an $620,000,000 
Additional ,.,•enu.. • • . 

I ban bad nothing to do with pro"- of this oorl, opta~iltic a_nd 
peseimistie, bul I realiq thal hisrory bas a wav of iltahllft w1th 
U...m, but th ... who are claarged with ena~ th'is ~~tion mUJt 
lmow they are fo~ing a lrttllendously poolb•e ltll!llrM ""!"""' for 
an income wbicl• it,. blii'CII)' poosible may tom out to be elutl"-

Forhmotcly Uae altematlve is not as hard at thia mo~t u ll 
m.ay appear to he in either the p...-tlaw or tbe p.-nt b1ll. 
If the ConAT""!" hu t~e int.enl of Je-rying • tax on u~d~rlbuted 

corporation enman~ J 1ma,...ne there •s mo~ to he oaad an t .. or 
of that principle, but like 80 many other thingo, Lhe gap between 
pr inciple and J,>r&Ctico Is 80 wid.. . . 

As tho Prtoadent flrst announCI'd the theory, I tbanlr at 1011nded 
a reeJ>e>nmvo chord in the minds of many who JMiblioly d alna to be 
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ow-J to on.)'lhing thot t!Dlnll~ from the White Jlou.e ioda 
bUt clot wa,.. liiii M~ ~nonlitlte f<!W'd, u yo_u will nw, thfl 
fOil rannt4 op~ly that J>riiiCIJolo u J.t woUoou~ modofication without 
iodju.tmont, wothout ~-peeiol oon.aideration, whicb &QCOunt<i for tho 
tum to tho oclual compluity of the bill. 

If you were merely int.,lt upon producing a bill of a few Hn,. 
i~ oould be <cry simple, but it would loo>"o to be on.f.ir, and one mua 
~in Lbo ~eovor to m~ify u,., bamuo .... of the enforoeoll(!ot 
prov""""" u mtrodoeed, w!ooch added to tbe <:ompluity of t.be 
.....,,., I think ,..., m•1 o•-.remtoloWiize what bu been refemd 
1<> u the.obort:riglottd poloey, !think it was by Mr. Edmond. in tbit 
~· ....,.., ~~ be reft md to the pNks and hoUowo in our u,_,. """' l t 11 lliDply a human break tho~ <an.aol. be all ~• 
IJ'Id Ill bed. .. -

[t conll(lt be ntglti•td thot this ta.x will put in 1 prefelTI'd ·r 
tho corpulent corporations, the corporoticms well-heeled w!:''~0~ 
ph- froon past years. or 

1'
1
erlooj>t it is una•oidable, but on the otloor band it is not. perhBJlt 

to t oe uwnt that has ol,..ady b«ln pointod out and rha not. 
• lh~ u tbuent t

1
Joat ~me others, who 11ro lees nostr•lned 1J::0 r':m ,..,lo11 tOW!', ~ toere ot is. o 

,.7:, CJUollUJ< . . Ha•-e you any constructive ~ion u to bQw 
troao lh:fi1116 Ulis 80 lhot ,. .• con gtC. oome fair amonnt of re•·enue 

Dr. X..:."·. ~ :o-ooJd II()( hua the ~rt to """"' bef th" .....,_ 
lll<rely to mtoc:ue • th d ore •• """' 
ottenoptlng to olrer eo::.~ l l ~·tel the criticism withoUt 

Porhopo th<R .· - •"• I UIQI'IIItoons. 
(tW001 noay be ~h.':':~ regobeided by me as constructi<a 8\JI• 
'"""'"'1. upected to be helpful~ fore you, but at least they are 

~ r~re 111 a COtU1tn1etivo au , · . •. 
tlloting lnw sections 1~2 ~tton, to ex~~d tho provOBoons iu tho 
tupplernente<l, <Joan~, and on~i3:J• rc~~un~ the. •")sting taxee, 
"''j"~~ by an. experomenta l t.o.x on ~o"3istribo~-~ter m~ocate, sup p i&-
~ Ill t ry ot out, and if it ,. ..._ . . . . ""' eammgs. 

whololmgt~ if you are thus eli o • .., of ot •• OOnstitutional, go the 
Undor uuttn,g !!l!lltloo ~I ~poled. 

boldong COtupan,.. •hicb foil to ~;l;"l,.,lr"ow, corporations, pe"-01 
;t ~· dil!htlr adju.ttd ore .. 'b,·.:t ~t lth- $>percent of their 

0 "" j)erctJot. l:xttnd ~ · f . 0 • 1&x that mna from 
....,. to 101Jto be in mind wh t, 1 100 woll, to the eorporationa that 
·~ "' control the drsti.i tn r':j refer to • ~andful of indiriduala 
ftlrl(hm.n~ .. 0 the eorponahon to their own tax 
th I ••1•1- lilt l!ellon com • 

•t l) Jit that ought to 00 ,}'""'"" would be a spl~did example of 

"'r'.~~.:rd~' i.f ktliat i• what ;~::~~J~i~l~~·t· seed tion 361, and r would 
• h" htn Mr Foo·d' • 0 o. 

"''t".'. tho por•iew of ·,.._'tio • •• 00
1 rJlQrohon rnight well bu brought 

•-..:u•on I~ of tl n oo . 
htlldin~e cooo · •e P,....ut low deala 
cotoeory of ~ .. • nd meo;e in<oamt~~t 00: Y~ know, ;with OMre 
IIIII o11-., •• L ~rotoona which .JliruO$, and woth a g.-.t 
of tho p ""''"· ~"· I doubc .-.r~rnut aa:wnulatioo of earn· 
torluaic....,"":l:., ><lononoarotion ollicial~ ~':f' b,..hetbet the in~nwty 

<orry on tbe T....,ury o.::.nt at • pltndid bOdy o f 
mtot, '~~"h•n the olllrialJ 

UftliVI& AOT, l tlt 

c<ome and 110> caomot put IHth into -lou ~1 ODd 101. I would 
hate to adnlit thoir inability in tbA dil'fdion. 

AI. to tbe txll"riment&l feory alon« the u- o f the bill, .. tter your 
not inOOIIl<'t and altA!r you tax on the net i!IOOII\e, I will ~ thn 
ofter <'t'rtam adjWJtr~ol8 the undielributed ourplus, uperunentally 
it _.,. to roe, iniJ!bt b& subiect to a "'Y oimpk ecbed11le of rate~, 
,..y, 1 pe.....,t on the lin!t 10 per<en~ not. dlatributtd, ll percent oo 
th~ n .. t 10 percent,_ and oo on until 10 pe""'nt on all of that -
i...,_ ;. rMdled. L submit it would wOrir; it may DOt yidl your 
rev•m~, but ot ia very mueb similar to the rat8 you b..-e 'liMn 
asbd to ooosiclu. 

Tbe C a•IWM•>r. That propooition w .. ~ltd to liS 101116 JMr& 
ogo, but the &na~ would not. aco:ept it. 

l)r. Kullt. I did not get that, Wr. Chairman. 
Tbe C11••••,.,.. I say that pnnciple wu l'..-nted in a miDOrity 

report wh•u we happened to be ill the n~inonty, but our Republican 
brothers would not. acoept it. 

Dr. KLPJK. You will not. ,_nt my t10ying that perhaps Congreeo, 
as well os tho reBt of us, develop . 

The C n AJo,..O<. I am glad to know you think we were right, Uoen, 
as we are right. now. 

Dr. Kt.r.lx. You may have'- wrong bot.b times and right bot.h 
timee, bteanae limos ch1Jl811-

I imagine that 101)1'& 1-osi~on, and yo~ know ~e ref•md 
to the fact tilat butiineo;smen moght be put tn qu-.on matb, thu 
big busin-nen might be happy to ac:cept tod&y wbat they rt)oc:ted 
a or 4 yeara &flO- • 
If you wiah to retain this ca~ of cJ,..;Jieation of corpors. 

t.ions, I augP. the following for the normal ord,inaey _c:orponliOOI 
without ll)leClll profit., a. tu of llO pe""'nt on ordinaJ:y on.,.,., and 
I sup~ my elienta Mlllyoch me when thoy-d ef this. 

&notor Ko><o. Net <ncorne, you mean! , •. 
Dr. KL&ON. Ordinary uooome .. d~flned 111 ~~~ ~XJating l~w, dedue· 

tion to be allowed lor. eapotall.-, bot.b IM!!'uroU.. and capotat .-t•, 
but in no ~··ent to mcreaae the taxable 1nc:orno by more Ulall 16 
peroenL That would mean that Uoe llO peroen~ m•ght drop to 17 
peroent, but not beyond that. . . 

That discribution also be allowed of i- in~ han~ o.f ~d•· 
vidoals, and I wW. you would follow ~ d<!'fllf. m. tbm, tm,JIIed, 
bowe•·u to on<>-third of (I.e amount of ouch duotnbubon, and to no 
event reduee the tu by more than !U peroent of th" amount of tbe 

ta:r. h d ·-~· ln other wo..U., this ..-ould tDCOU"'I!I'o not. " at ""!' otermo. .... 
by 80016 &J>eaker t bis morning, M moot of whot ho AJd ~ duragre<> 
with the $ledge-hammer metl1nd8 but b.y that pers~•• worth 
whil~ economic advantageous method. Tlu• wo.uld perm1t payment. 
of lbree-c1uao1~n of tho amount of cumnl- oarruJJgs at o. tu benefth 
to ibe distributing corporation. . • . 

Now, ., to ~nJOiltl holding_ compano,.. ond on<.,._tment holdo::Jf 
companieo J.'r&ctocally what I Nod a onoonrnt ago apphee, and I llh 
not ~~tIL • 

'Til<' "'"'l"'niea in bankruptcy and ti>C* on othu forms of rourt 
reorwoniuroon p.--ling<, I ~ould tbonk that a. 10-peroent tu, 
although I do not think ot mokrs much dolrrren<e m the long niD 

.... 
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• htllltr roe•yiO <riiO, you will - colleet much lhfrt bu~ 1t 1~"....U, I thiak, to liAii~ to about 10 pen:tilt. ' .._ 
TLo Cow1>1.ur. Mr. Kltin, io ~ th-~ioae, of 

1"" haft fl,urod out ..-hat. the estimate would 6ft in tho ••a~ Ill<...., ........... 
Dt. KwJ<. No •-· I koow, is intonded in your queotion t.uL 

it obould hue botn, air. Of COUM, I made no al~pL lO do 10' b 
I bava worhld with the ~'!"!'ittoe long enough to koOw you hafe! 
your beck and ooll 8UhilltllllS mueb abler than I to bandl6 th' 
prolll•ao, and who have figures and basic focts which llm not avllilab~ 
to me. 
n., Cu•••o~!•"· or ooun;e, we have to !1>0k at 01o nmount of re. 

~nue lo bt dern•etl, 18 you know. . ' · 
Dr. Kw><. l •.nd,,..tand, In the days of McCoy be could ano 

in,6 wmutee b11L 1L lakt'lllonger now. w•r 
11~rt c':\j\'t to be >ewe i~ial provisioo for dlstrib11tioo by 00 por&liO!ll IlL beca11;;e of ~1.lher binding contract arno mtnt3 :; 

hec1!uoe or otatutory 8rob1b1bOD$ they caonol mllke dletri~· 
;r.::?t:::::.~: ltir net iOC?me; ~~ ;f,ai~ ':limited .:r:~::: 
{•) tba di>tributi.;, ::/.;d:"!.,".f.j~~ bemiladr 1 ~I ltd allowa,.. for 
thoi diolribulion whim ca rna e un .... r ttatutea· (bl for 
(e) if :rou • W. for aome"li:!: made becaf' J'f logo I prohibi ion; 
of debt u und: r the .,_t bill, i:"'it :.a. vo,~~ary amortiution 
not mort than on..rounh of th a . wwted llltOf!'jther at 
t.IJ>~ it. e t.u ra~, wh1ch ;. another way of 

Soon<thmg wu a id this · b 
~or tnoouraging busi,:~ung b[j,j,11 el!"'uw~ witne~~~ about the 
mtt1 and l bOJIO a collit.ructi,·e fill est. . uru!oriDlty. I ban a dtfi· 

. 81Ui- h .... !Joto O nt b l!gestiOD to lnt.ko ~long thoet lint& 
dnt<t and indireot rel:r ma~ thO: <!o•·trnmwt m connection witJ1 
duror to d~rtase llntlop\oymfnt"liUIOIUl have ~ fpeot io Ole M· 

111 0•• hu•Y·IJOOds industr · h' 1
1 
~111 qui~ l""'itiYo that loca?''s~~e I ha~o .no figurca to submit, 

~~~~ dirt«1on havo not attain~ . 'ltllnd ~atiooal expendituffil in ""';l' . rosu • wluch art pleo.sing to any· 
1 ron.troct1•e ••~iOt• th 

;i,.~J;:: !~ .. "r:~ r~th.:i.:t::fr~ :i!::..~:hi~":t»~t":r: 
P.,... )'011 •tro to ptmut u Y-tn t~ heaoy-gOoda indWIUy. 

:,;;: '=ra to • «I')' lilllited .;~uebndon from that same net. 
tliotl'lbu . - than 2 tisral • a It the P'-nL tim& 1 
• - ted '" U.. &ra ,_, and'i:f' of 60 Pf~nt of the amount 
Pf'-t :-= ~:,. ~~~nt 'tbereof, ~ .,:.~"fthu ~~b ' on o! taxes 
Willi ""I'«L to II) IIHL .roar abo to l!() • "'""' would be 4 
for, but lid<lall Pt.....,t. for what ;. ...!i.J"'nt , but thia time onl.r 
rlant and · 1 ' Ptnl-by ••y of 1 '! 8pe!lt.-not con~ 

I ht>o. ::;•po"".'· . l'tp ·~tnt a11d additiona to 
...,, toll( • t no lllllllar wgg.a· . 
Whtrao:~n~:-r·. IOU wilJ have to be lllldO for IJIO 

not •i<>I'Ch<'d trl S:Otng to ~oet all of th · 0 
1 do not know that~ '?on,ey f'l'"' if 8011le of it is 

J 0 It w11J be sloughed off. 

uvoua ACT, ttat 

I .. a.~~e lhf .,,..-;on- in tbe beliof the~ tbe bonua lftiolo.llon, 
which wu rtltrnd to a~ J-oe. twi<e this ~. wu ~ be
...... Co~ btliovod tbe,.. wu oa Ofttwbffinlll( chmaod for it. 

Wbr obould nol the~~ public be pennittf<l to ab""' in ~· 
finan<lllg of tha 1>rocipitatfd Budget! I shall not go into tbe f!>•· 
looopby of dirtd. and indirti<L taxation, but I do oubmi~ tbd tf a 
dim:t tax,. .... ., . ., jllllt.ififd it i8 for the support and fin~ of a 
l110l811ro that .....,l'<l to be O'-rwhelmingly popular and 1 1ubmit 
that recomu~ndation; and hel'l) I have somo figilrts, 'Mr. Chairman, 
which I will IUbnlit.. 

The p<lOI&ibi lity of a tax 011 salt, which a t 1 cwt ~r pound woold 
yield- . . I . . . I ... ··' Senator Klt<o. What did that< o toward pr001p1tatmg t 10 • r<llwl 
l!evolut.ion I 

Dr. KL&IN. It brought it about, I believe, 80 we are told. 
Senator n ... alt. That kind of a tax W&$ not popular in England. 
Dr. KL&Jx. I am oolture, but I Ulink Senator King'o l'l'ftrtnre to 

the French Revolution ;. correct. Let me_ give you ll>~~ ftRUrt. A 
tax on .. rt at 1 ~nt rr pound would be $162.24U80, on tb., boas;. 
of the collWlllption o 1834. I am noc. surpriad that 1011 are our· 
prised at i nch a ~rt. 

The Cu.&WoUX. Ha<o you figured what part of that tax Utah 
would beu to th• whole amount I 

Dr. Kuu><. What i8 that, Yr. Chairman I 
Tho c ............. novo )'Oil figaro<! wba~ amount of tba~ lax Utab 

would bear, 118 compared to Ole whola lllllOUDt, in Ulat l!llt tuf 
Dr. Kutu<. I Utlnk Utah would be mora intera;ted in IJ1e augar 

tax "·bieh I ....;n come to next.. 
g.,;;ator Il•a....,.r. If you tax salt, you "-ill tax '"It used for hu1nan 

OOOII\Uilpt ion only I 
Dr Ku:tN. I figure U10rn will be &Omathin~ !tea than the Ggure I 

ga"e · ou rtfl.r1ement.. lam not mt,ach of a poll,ticinn, ~ut 1 think t~o 
salt l,;x is an ideo I tax, although 1t may be ,.,_,d tha~ 1L wu the J)rl· 
mary <aWl& of tho Fr~nch llevolution, to which reforence bu lioet1 
made. 

Senator KINO. Why don't you puL it on tM1 
Dr. K.tux. Wa wiD come to that later. I do ool drink Ita. 0... 

eause of the abltnct fact that in 1935 thtrt were l<tf! than 100 - · 
porate produ<t'ra of salt, the tax could be , . .,, easily 16vied at tho 

'"'T:' COOl" to the ne:r~ point, sugar, both that which is produrod 
domesl.ically, a.o 11tll aa that wbidl is imported, a~ I <I'D~ per 1>00nd 
would yield '180pcl0,000, and the tax could be ... uy coll.cud either 
at the JlOint of 1mport, .nth ~ to fol'tif!D lUgar, and ot the 
domoJitJc l'l'fmeri• on tho domestic sugar. 

A tu on coll'ee at G cwta per poun~1.according to the 1935 ftgurea 
of consumption, would yitld $76,000,wu. . . 

Now coming to t~ no matter how much you raUJe the. an~ on 1t. 
:\'OU ea1mot II"~ much from it. A~ 10 ~nta a. pound, it would be only 
$18 000 000 o.u...d on the 1084 con..-umption. Now; I C:,mo to a rubjeet thaL !*nalpr Hutings,,I t!1iok, "·oultl, be 
interested in u i~ dOOil not affect h•s State. Th1e 18 the <Ill..,. lOll 
of intercorpOrate dividtnd.. • • 

Tbe CnnallAN. Why wouldn't Senator Hutmgs be mttreoted 
in it! 
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1"" wipe 1M .&alo tloaA, ll.lld all of thaL iutn••>OIIl of ~ _..P" 
taulioa. I liUboa>t ll>&l _,,. al<oac 1M I@ of -ion lli (b) I btli•ft it 
is, you IDJ~t wtll tOOUflllpro• ide fOI' the l't!lunl of such A-*n 
OWDUii of furt'ign oorporauoo. undtr ttnna which would DOt male 1 
the roturn too <>ntTOIIII, IUid lhua brine them wilhin I hi' puMi<w d 
the tuing authr.riti..,, and I mako two COJllolructh·o OUIII""'iUDII: 

(1) If the rorpol'lltiou it broken up IUid tloo llllOttB !aktn down, 111 
subjtet the prull~ that it thoR' to a ftat tax, ll.lld 1 aubmit 12.6 rt""'"' 
m•rely for the sake of dii1Cull8ion; and 

(2) That whe,.. an Amorican rompany is .stablished, or is alrea<l~ 
:n exi!llence, whirh tak"" down Stith ...,.ts, lhey should be permit~l 
to do "" under Uw term• and conditions &milar to tl•- whi<h you 
introduced in the IO:IG a<L wilh respe<.1. to the liquidation of pyn-
mided eorporotlono. 

I now com• to the •ery la.t lillggestion, and it is thi~: You will 
noL g« a perfect lax bill whether you try to do the job in a '"'""" or 
in a yen. Tbo muwrt befo,.. you now requil't'tl tremu~douo ,.. 
""!"P'ng both for adminiitn.li•o and for tbc:al reuoos, in my 
uplllioo. I~ tbaL inlttad of trying to linker with this law at thit tim.-, 
and that it all ~ a,.. doing, you are not making an elron at. rt· 
visioo. that 110me joint commiUee be appointed to .Wdy tbo enti"' 
subj•d of tu ltgt~ation, with a p~ which it more _.rv 
today than it wu 8 or 4 yean agn, for more elrectin~ oooptratinn 
bttwotn the State tuin~t bodi"" and lhe national tax-lfgislation 
administration, and moonwhile, because whether wo like iL or not, 
rt<enue muai be rai!ltd. That eannot be left "{"'"• and it it nobody'• 
fault thaL vou are oonfronled with this situa!lon. 

Senator Ku<O. Would you otJI)porl tl•e re&Oiution I otrered in tho 
&n•le sometime ago to have thel'rt8ident of the United &atoll oonf" 
witlo all of the Stat~• and hove the State and Federal Government 
appoint a body-d•l•ll"te ambusadqrll, or whatever you mal' eatl 
them-for the pui'J)Ofl6 of working out a plan oa far u poooiblf for 
the coordination of the State and~Federal Government to that thtro 
would not bo duplication In tuation oa it now &xisb; but nothin1 bu 
been done about it, 

Dr. K .... ~<. T am in tnti,.. aeoord with you on tbat, Senator, and t 
nntu"' to '".J that aoonu or later they will 0010e to you. 

Senator KtNO. )fr. Ora•es, a very able tu man of New York, and 
othtro, md- bore about a year ago ODd eumined tho propotitioo. 

Dr. KLJDJ<. Y oa • I know him YeT'! wtll 
Senator Kn<o. And I thongbt they wen going forward wilh tho 

plan to bring about ouch a ooiif....,.._ 
Dr. Kl.a.-<. I cannot oay of 1M .-,rd. to tbtrtforo il. will ban to 

be on the rt<Ord, that New York is a little Limid about.lhat, becan•o 
I am 1011'$ that. wbil• it it accid011tal-b<!t w"-er wo pool our ,. ... 
nuo from the Statoa the SUto of TUM - to g« a Iarau ehare 
than New York dON proportiooatoly. 

Senator BlJ>CJL May 1 &Bk whethtr New York ..U. anytblnlf to 
Texu on which thty aiako a profit! 

D r. Ku>~<. Yoa· but they would lib to ..U more. You cannot. 
j!el. me to arguo ~ut Texas, becauae I have a ooft spot. for tbe& 
State. 
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Soulor llu.ca. I undol'llood you to tay that Tuao got IJ\Ore thu 
N•• York and I .. anttd to know whether New York lol anytbin• 
ia 0.. way of profit on tbo things produ~ and BOld in Tuu. • 

Dr, Kiin. Y•; but I tbinli it is more or 1<. a ~pbicaJ 
qMion. 

S.nator Dr..1ca. You think it is g.eognphicalt 
T::~ Kt.ai<. Sir, you hare got me all wrong; I am really praising 

. Stnmr 0oNNAU.T. In New y ork you !"<gard Texu u one of the 
r~hoot ouburbe of Now York Ctty. 

Dr. K•.r•x. Not lor plut king, It that is what you m•an 
Sonator Ool<NALl,T, You have plucked tllfDl 80 bad niot tltc- • 

not. mueh left now. '" I! 
Dr. J<ins. You cannot. gtt me to argue abuut Texas bootu110 as I 

Mid I have a aoft spot lor that State. J am tlll'ough now in a fe -·uda ~""'~ l~r your questions, il you have any 1<> uk. " 
~· 11tuabon 11 ll•a.t as f;o ,ttmporary emergency J'C\'tnuo we aro 

I'OIInctl!d to an -•hal mmunum to p rovide for current u 
and for the nut liD I )'M.r while this enti1'6 problem shall be~ 
IIJIIIIM I roon .ooo or moro of the following souroee: 1 ne~ '';..'1"" 
~!~~·,s-~~~::~:~~. -~~~ ~~c:!~j~h~~ 
t-.._what a bore the )) 'tish 1e 1 ;;,;l, 

0 Pfl'80nal uomp
b7 indiridualt and to tome" ut ~·~ jecting di-.idondt recei.ed 
tax; the lharo l ax on 0 00 ·den all oorporatiOtU, to the normal 
lionsi • tmall unit. llx on rt'SI ent ens aod nonl't!Sident corpora· 
~ftrrtd to and the chan'*~ or mo~ of the ""mmoditios l have 
moditi" whi•h will ltnd the:Jou will '!e able to ecloet the wm. 
~ttr than I am able to do so. ves to thas sort of taxation much 
• Tho c ........ K. T1aank rou •• I 

lion hat bern • t ry instruct!\· 7 muc '• i\fr. Klein. Your diacus
ord, at thit, point iJaa brief su~'t;~.t~ >nil ha~o inoludod in the roo-

( l'lae bnef roferrcd to io ~ follol\'s r, you. 

Tn• A kll.l:l\Uf 8oncrr or 
0 I:JlTtniD P UJUJO A00001f1'AHTII, 

l .. :WOl4~K'"M •• AIID 1Vo.MI..,.,Oflt D. 0. 
JI'Ot s~Jtt:t&J~ 

@DUE Rl ftaun 1'0Bmc i't."t'.&"CK 0oMlrftn'lll or THai 
~ IU.ot>l036 ... ~=:. .... -~ ...... wtlb 

....._. ,...,...,.,.:;' ~ to tbt ~ • U.ltlDbrtr ot ... u.._ buc l tD· 
1'- tt lilt A~~ U --.. at u.:MI._ -~ I ... &bo•ot IO 

... -· .. - ...... """"" ot c..ua..t !'obit<~ ....... ,...,. ... ·- · •,:~ ._.~ .. ~be ledlcatt<! er 1~taa11. - wbldl, ta 
" ""....., ot _,.. - - Ire IIIIo..., b1 ll>4t boon! 

....... -- - - ot u.., bl =:::;-__ .. .. ~n·:O":..":':i ta tddt~~ot~, ~!!< ..., _,ltd ..... 
~ ~1 ·~ t ~ aod modJ"- Pfttcofttfd for con
•--·· AU « thb ll ._,.._o IIDUM!4Jt te .., ~l at 1·-Uona al1d • tunda-
• ...,..om._u, .._Httd. la U 11f«1ont. OII,C-nfth rtTtn11&-law 

c-~"· co.,..wee o. pf.:u J. K~Anf, 
t'rkw" &clcl, ot Ctrtl•eJ 1L<it .. l.ti<JIIo.., IJtf 

'' bUo AOOO.~tiCMtf, 
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I , Al~m IUIPI.I(!I'I'Y Of' TfiiC .... lr::fVI' •u. 

The f'ret~ihlt•111, In hi• m..-tro •o lhe Oon.ve- oa Mal'\"b 3, Ito&. lmttfalf!t\ 
addltlon~tl fe\'Miut n~ lit- l1wltOO the auen~on ot Ooncnw to the t'fi"fitiUl'l
,..._lnr )')OQibllltlet or a tax on uncll•trlbuted eorpor~~te lnt"OtMo lit •ld of 
I hit JH'OflOUI : 

"Such 111 re.l•1on or our oon.mate U..xa wouk1 C"ft:e« CTNt tlmpllbtloa Ia 
tax prot't!duN. In COI"JlOrwlt a«!!untlJ:tlo aud l.u tbe underltaodiDJ ot the whole 
aubjeet br tbe d llaene or tbe Nation.. 1t 11r0uld t'Omltttute dt.tloct ~ l.o 
ta.x retorna." 

M a l'fi'II"MMt.tU\'e t'lf I be A.mtrk'aD Scldn..t of OertJ.ft(lrd rnllc A('C."OODIADU. 
I am noc here co dttrtu. tu ~on. per ~ Mr wbttbtr or aot tbe P"'QPC*l 
(Otlatilotee rNI or ckJISrebkl rf'fona. I do. ~. reter to tbe f':SJif'tiNeo ol 
tbet Ooaualttee OD w.,.. ud IIMM lD Ita auempt to aJIIIlttbt • .,..,...u, .._., 
l)lel)l"ladplt ad~ttd bJ' tM adlalAa.t:raUOa ue1 llllbiDtt ... a ~.tau.,. 
ot a IP'OUP wbldl hN - tamlllor wllll pi'ID<f- aD4 11ft<l- ot ,......, 
iDc'ome tandoa line. 1000. ud wbld:l bu btft. ~ to..,.... boCIII tbe 
GoYtnli'Otftt an4 l.be tAl..,...., that the predle PI"'PPO&I IIOW' o:Mtr ~· 
tJoa b1 the 0()Q..-e and by tb.t• ('GIQUatU:ee la c:Jeddedlr DOt u..-

Oom.Pttttn ttudentt or tuatlon trtte lboeked at a ftrtt reedlq ot tht bilL 
Ia m1 ()WII t:SPl'f'l~ v 1tb A.~Mt~Ctlo aod forelp tautloo and wttb naUOftal 
and tot~~l u;x:allot~. J tnow ot oo tu:rn. meua.re that approechel tbe J')tt!lltDt 
blll ln apperent 11 weH u 1.- actual c:c.m:plexlt7. In m.7 ol!fntml, the IM"Mftl 
bllt eennot be made r't'lll1 al.mple. 1 Yenture the rue- that If tbe eoaatq 
were e•er unfortunate ~nougb to be •obJected to tuaUoo under an1 ~b biiJ, 
ae the ona un<h:r tunf!llderaUon, wbei.ber or not the prOI)OIIed .. wln(lfatJ .._ . .. 
J)roYttJon th.-rdu eomallle(l woull1 prove fntltful of revenoe, accouruant1 ant! 
us praetiUouera would nna tn Out JeJUinUon a \'t'rll.lblo windfall, tor J doubt 
•e:ry mue:h that mlrl7 eorporaUon.tt, uu• ~ br protMIIoaa• acc:outuantt 
and tax exs>ert:a. would riM undf!rtakJna to deterntloe tbe ta.s u.Dder the ~rw• 
ot u.e bUt. 

I lbould be the drtt to ~e that tbo DIMili.P or tbO J'lrtctdlot, In UJ 
rete.l'808 to 1 ta• on o.nellltrlbuted eorponte ~~ .,., eet fonb In ataaple 
u4 \1.Dderttaadab~ lfl"tM. 'lbe mtmbt-rs ot tbla committee are anre. bow· 
eorer, tb~ch wide esperltDOt lD lbe 4ratUnc ot re,·eoae )fcttlatJOD. tNt a 
predle •ad ctetaUM ta.x CMUD,._ eap.ble of w1le. equttablt .. aQCI t8'«1h• ad· 

- ..... d ... thr'OQIIIool llle l.ood ..., ·- lbe - -·"- • .., ...... dou wbJ.dl t'Xkl. ea•aot be brld aDd tdmp!e If It b to A9'old anlntattfd bani· 
UJp aad harsh d.ttntmtaaUoa. Allboacb we ha'l"e bftOml act"UttDfd to ~· 
pies ftfthoe laww. au our puc exper1tOoe :tau oot Clt'f'PIIr'fd as tor wbal Ia DOW 
Pf'OI)C)eed u a IUbM.Imr. for UI8U,.. law. Bot It • bardlT ~ry to tabM' 
ll>4t IIC)taL A ,.., .. 110111 ~- 011 llle otl>tr llde ot llle OopiiOI ba •o jiOblld, 
acdalmod llle bill •••~<r d-'oa .. olmplo ta comooot•Joa alld .. .,. or oppll· 
eatloa. I abaU ltaft to otbtrt.. Jew mlkl·marmertd thaa t.be JPMket, Joat ~,.. 
aderlsaUoo or the ..,.,rtloo. 

'lbe.n COmfll 10 ratnd tbe ptOCf<lo,. ot lbe Oolllle of O.ud.Jaala wben • H'W 
pope Is to be el~ted. lt would be uuel ADd lnbo:cuu pa:aJM~Mnt. to ltwt the al_. olmtllkll>' ot tbo p~ by lll'l'lttaf ~ wbo Yoted for lba 
biJI to apOlJ' tbe nue tormulu to t.rl)lc:'al problem& U tbete Ooq~ went 
placet! ln solltar.r COllftnetne.ot 1nd d~rl.-ecl or fOOd. lt.d drlalr: uatll tbeJ ha(l 
aolYed IUCC!C!Mtnllt one or MYentl l)'pleat probltmt wblcb I am pt"e'J)artd to 
aubmlt., It 11 • 44fO ''~ thiH ll~t:1 would aenr apln Jeafalalt on tblil ~rtb. 

Regraded Unclassified 



, 

UN. lllll'l!NUE AOT, UU U\'INU& ACT, Ult 1(16 

8PMid.ac tor ms~~tlt, ...,. I .... tare to .._rt that It take~ ('ODIIkterable &a

atnult.T to tonaula.tt 10 UM'f'lft..lltltadouJ law tl.d.na' ~·ton.! "" .. d:le 
con.atloUODAJJiy of ,....tnue att• hila r.e•e-r beta anatted btcatwe ot t,.. ~ 
of two retluntla.at and atm01t unus.bl~ cablftl or ratM. cballtonp b•• tM!ea biiiM 
on all~ laek et reQUited unlfonnll)' or burden, on tbe c:rMtlun or trrt:bunabJe 
pr-...umpllons, and on othtr 1[1"0\lndl: other Vtdenl lf11•1atloo hU at.o bHn 
atcukfd on tbe pOUU(I or ltnJJI"'PH' ~tlon of •othortu· '*to..,. of tonfiJ« 
wltb tiM> doe-pf'OCBI dl~ aDd. bletSUf of arbUnrtQftlt and dt.Jni.IID.IUtla. 

11w1 membren: o1 tbt a«"'UDt::laa prof~ do 1MIIC .- aa ~ oa toMtl· 

tlU ... I ~ Tbe,. Ire ~lt lD 1.,_ biD. ~. w"-1da ....,......, 
~ about C'ODitlnltlou..Uts. lc Ia ...ewbat qOfllt.loaable wbttlllltr • tax 
wMcb MJulret t.M ncMtutltal caleallitloe wblt'h thll bill l•p~W~J oa tbe 
tii"I>AJW would ft.ad •uvpon lD the tonru. NJ)tdall.7 It the trlet' of tbe &Moe 
aU~ptet1 to Cd.lNlllt tM tu:. Uore lmportaJ:~I, howe'"' .. "'• 1 mllht dlrm JMl' 

alttiiUOCI to tbut proYblton or the att. tn eectlon 18. wbkh main~ thtl Ooma.t• 
atontr'e lk'd.aloo flnaJ. I hit Is. Lrrehuttabl~. J am In tJOIDe doobt 11 to whether 
tbe eourlt would tut~•ln a t.IIA.It)lbiJ' arblt.tai'J' t1llf!dafon bt lbe'Comml~ 
when tht• avallable btt• df&tl1 MPUYf!d tbt ~ of b .. ("'D("'adOD. 

QuJt:e t\""a~tJ.r. tGO. the cu lA DOt IDf!llMftd bT eiUift' IP'CIM or IM"C ~. 
but on • rWclkallY dUf'tflWt .......... AIIO. tlMH It --.tl'elt dtllfT'I•ta.ttoa. po~~o 
J.lbl1 too arWtn.r7, • .,. di..Mfl of COI"'JJINtiMI. W..t tlle attltNe ot tlle 

coa.rte wUI be wtth JftPK'l to aueb a ~ I«''UtUte are DOC t'&IW ..,aa to 

attempt to propbeQ'. 
1 do not wlsb tn be mlwn~le,.l'ood : l do not delm that the bill before 1011 

Ia unconatlt..utlonal In aay of 1r. part,~; I do venture t(l todle!lltt~, howtTer, that 
eonartMtonaJ eoactmentlil much ~tmvte.r .In lmpor1 u .. n tbe one berore ut have 
befe l)eld UD<!ODitltutioul by l.be 811b (»urt, ~t11 I~ dnt1Mtka~UJ 
eooo,ah to be t.a o- mto41 ot en Of til. 

n. wn ID41t Tilt t.OM • ••·••suun:L 1' ...... ~ ....... ra AJurv• 

Tbe tlllltlna ~on corporate lDC'OIDt are u tollowl: 
1. ,.,. Ol'd1Aar7 ,_ wr. I"&JJIIIII< ,_ 12\i -· to 13 .,.,_, ( priOr 

tbtrtW at.13"- ~IU,, wtlkb. t~t1' wltb tbfo tu on • eoDIIOikll.led IDIC'QeM: 

M•l•. eod the aurte,x under .ec:t~ou 102 aDd a:u. rteldfd AT2,UT.I'ft ttsrtu 
the lut toml)lfote ft.cal )'Nr whldl ended Junt! M, 38Sii. aMI coUIJc:tlc:IM udtt 
wbk:b da.rlq tbe PretleOl AM:II Jt!tf have been .1.25,211).822 &TNIH thl8 ctertq 
t.M eorrelf)Oil4JQI 8 -.onthl ot the JN"!(ll!!dln& 1M'· 

2. 1'be C!al)ltal«<ck tax at tbe .-.te or $1~.0 Ptr $1,000 o1 _..'-' .,.._.._ 

-at tk fl ,.te--tbe 1 .. act.- •tJ101!.121 hrl"' tM 
- ---1 ,._, whldt- J-10. IJis. Onl- ot tM-
~SM t 

~-----------!'·~0------~~-~--
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U the oreeeac. bill ~ta • I)N:ea.atat attlt:Dde ot ()oncrfw coward COl"> 
ponte tull&)'erl, ftoaGdortbrOQt:b bOad IMU~e~ wt:U loeYttal>l1 be (llleOo"'-l'l!d. 
beetu• h. wUl become ln0'8.11D.Jlt ~t to .-a:re bood.bolden of the Ntllb
tlahed mode ot proteetlon to whi~Cb tb~ are eatllle4. Pro•llloa l'tltl"'edaa 
41Jv1deoda 10 lone •• bonOM obiJpUOI'WI ullt, a.od adaptloD or a pol\t7 of 
a:mortlutlon (thul lnterferlna with Lbt ft'8 uee o( eernlnll tor dl'llatn<il oo 
eommon aod prttc.rred. •te'ldl) wUI 00 bln~ btcautt ot: tb6 DtM11.1 Ofl retM.
tlon 01 eamla&L Anrt u one reprds thla probtem one eAnoot be unmlodtul 
of the bltt.or:r ot taULIOd bare and el..ewberc. A tax t~111 to bc!c!amo ~r)'ttal· 
lb:od: Ute ttmPtatJon to ln('rtaiC ratee become~ lt'J't'Slttable: tlent<e, wbatt'ler 
t.be evlla to tbe f)fOI)OifJt1 blU mar be, such erll.t tend to become I"C!!lte.r •• t.be 
nOOIJa tor lnere.ut'ld rereoue ari.IM. lt IJJ tor tb.il: reuoa, amaq ott~ tbit 
coottracth•e crltldlm of tbe mtuu~ abouJd be frtoe and u..,...trltU!d. 

:Sow, •• to W. arowtb or COrport,tlooa. 1t lJ a.IIDOit too maolfMC. tor l.ff\l• 
ment that «lrJ)Orldofa wb~h. lA tbe pu(. hATe bUilt ap ,._,.. IDI'PIUIN wtll. 
oluoap U.. lllovtblble tlfoct of tho tu l»llc7 ._,..,.,....., to u.e bill, bo ,,... 
rr 'oaall adY'I..Dtapd Ia «-;petltJoa wtth eorpon.tl-.. that ha,.. DO IUr
J)Ia.tfl: or dddta .... Wlt.b MW1T c."J'eeted tDterprilel.. aare~,. the ,,...,.. of 
U.. J'8f'UM bW toOJd DOl b&ft lotft~Sed an,J nell booa. to tbe opo.\t!O&. CIDf'o 
pontloa. 

IL ..... ~ 

U ~ dilckMI tbat 1&. rMliJ wt:altel to e:rpertJaeDt wtth a _.,.I tu 
OD ...at.trlbUted tDcocM. two perfedq ate altt'f'UdTe. .,.. aYa.,_b .. : (l) 
btmaloa. of u:IM.I.q: .etklal 101 aod am. : (2) ()oo:tbuaatloe or ui«IDI ta.sn 
supptemeottd br a aaiJIOf (~tal) tax oa UD41atrl.batt!Cl coroont. 
u.-e. 

( A) 841.....,. Of NWflf4, t«f~..., lit •M 45J.-(]D4er .-don 131 Of lbt 
WUIDI law, a toru:Jr ll lettfd 00. Incomes ot peniOIIII b<~1dlq contJJIIftl~ 
Tbll 1t tn ackliUon to the oon~al tas oo the att.tot<w7 Det In~ of aotb tor• 
poratlou, le,.lfld at tbe r.t. aJ'll)flfAble to oi"CJIJWT tof'I)Orttlont. Tbo •~tu· 
tory aet tooome I• a<IJu•te<t In the mann~ ete~rlr eet rorua In tbe tAw, ancJ tho 
esCM~ or aueb •dJuJted net tnoome OYer diYidtnda pald ttartnc tbo tas-ftble )'t:ftr 
and artu a to.ne.I'Of'nt l'l'tlf"e and 11 1'8.1J0nable ftlf'l""e to rttlm ladtbt:fdnNII 
toeurrect l)rlor to 1034 t• 1UbJec:t to a craded turtu ranrtot troD) 20 UC"rt'f'rlt 
to eo J)el"t"eftt. 
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barl!lh..,.. or q..UO..W. ftlldlb' or ..... ,.._ ~ ~-..r...; . ... 
.... ,.....,..._ .. - ................. _ 1'- ... --
.... ,,..... bill, tt n ~· ., <'111'1"8c .,..._ .,.. ~ m. tu • 

DtoC .. ,. .... woa1d .,. ••• • ~~ for urdiMrr ~ ..... ..._.. 
DP t• 810.000 aDd " Pl'ft'f'M fOr lot'll tof"PP"''II.-IIM ...... .._._.. ~ ...-o: 
1~ tolit IIDCN.tl"* ta.s t..fttn Jlf'OPC*'d .. 16 Jt~t. 

(:.t) Applltable to prtnl(llaat boldlq ~n•: c.'"•tlaae ,.._ nrl• a _., 
f'J:i.Jltna 111«1.loo 351, wllh rata l)r'Midf!d In nt-.tna lfC.'lkiD 1- aQd C'(Jntlaae 
tbe u:litl~ normal tax uo mt•h t."'r'J.IC)t'allor.a. 6r, JN"f-~rabl,, -~Utatt • lat 
1.t"J' r11t. 

(3) _.pPIIoal* to ....,. ln~l ~ boldtaa t"Oat~: Sew •• taa .,..... 
JIOif'd tt<T ..aso. a:u ~tloM aboft.. 

{<f) Appl:kaMt to <-~)f"ppnttoo. la Makrope(T or ta f!Gert ...,.....,.,._ ... 

t'f'lf'(tiQII: A tu: VJI It)~~ oo Lbt' ontai'1 NC. lOC!Oet-

16) "•-blo to -.. rou- .., .. .,., • ..., aod/W ~ ltpl -
tionll on f*..11Hill or diYidMM : 

C•) A tax of 20 ~~ 00 ordlnl1'7 net I~ 
(b) l)to(lualontl to bt> allowed for NPhal I~ not tattt• lnlo routM:radoo 

In tbtl <letermtnat.lon or oNtln~rr o~ tnt.'ilmft, but ln no event to dfi<'rH.te liM: 
ordh••rt nt'l liK!Ome by mortt t.ban 15 ptf't'Ht tbt.l'f!Ol. 

Cf•) l>t"hK1lon• •• to be a1Jowea (I) ror dlllr1boUon• ot e.rolna taxable 
ID tht biiOdJI O( ttWlJYktUill. (tf) ft>r t.bt ICDOODC. of eQ.I'T'fOC. IlK etm ... ftkll. 
pu.,_...,, tO Atatlltor'7 rtQOII"eeDmt& CliDaot be d:lllltltMated U dl•ldlodll: aacl 
UU) f<tr Ilk> a»oont of t'O.nwll ~ ten~1np wbldl. ,.,_lit to blftdlnt: wrlttl!ll 

uTtUMGr. btiYet:o u.,. ra.spes~ &.Dd lta n'Mti.Orl lll t:Iiltf'OC"t oo or before 
llam. 3. 1036. t~tnnot bt dl.8lrlbatfd 11 dl•lttMcb: tbe aa:rtcatt ~ 
ht~n,ler llmhed. oowenr, to 00 ptrcet~t of tho llaftlllle amount tht.nof, aad 
In no t•ent to d~ ordln11r1 net IDCOU,. b7 more tbaD 2IS Ptrteot t.htreol. 
~e I)NI)()Itd provbJioo for tncludlnl amon1 (lo(lattlon. Item Ol) at"C.''mplllbte 
part ot tbo atlde»t pof"PPOJN or eec:tiOil 1• more limply: Itt. at.o more tcaulteble. 

X). D"Q)VUOhtPT or o.uot'TAL 01·0~ 

h II a trUe obetnatloa lbat lA tbe tramlq ot a l't"''fttlle mN.nl,. ~k 

~hlou ~ u far u ~. be taken Into ~ltoft. li•D¥ • 
~,. ll:"'ff Lbat dlof' eonttnuute of the o:ltllna economic dert.Dtf'~Dmt 11 due 

parclat11 to the pem.umt mu.me ot aoeu:~plo7ftlof'nt. ud tlaat uotmi)IOTDW!nt It 
mo.-1 IK'""~ tmd dl!Jtn!llflnr lo the eo-eallM hee•·1 or durable JOOdl lodott1"1tt. 
ln t11e I"Ddt'l.U'Or ot the ttdmlnlllttallon to l"f'tnM1 this 11ltoaUon durhllt liH.'! past 
:! y~'flril, ftmong the bllllon• t.l18burae4 for d lnoct. 1od Indirect rf.11e:f, maQJ mll• 
Uon~ hit'"~ been s:~ent 10 ~le QO("..IDpiO)'JDtDI In the lH.!JIY')' lnd'u3tra Dlt
COCII'IIID.« ad1'f'll:le and t~nfrtMidlt critlelml and allowtq tor ta•1tt a.bw ttaU. 
tk'a. It a. nt'Ten-he,INf anrmunatds true that tm~t tn tbeM lndUJttif!e 
,_..,. not to bu-e bHa (WD;...,..,.1"1te wltb tbe ....... ~l b7 J'Menl, 
Stat~ and iOc'a1 p-tmmntJ. I am too ~~~ ... ,. or bow bbltoty -.....- to 
tc»ott ~. wbttht-r ol)thalltJc or Pf«<lentttte. to Uflftt wttbool thfo '*'_. 
QlUIIId~tlOD that. In m1 ophlloo. democ:ratle IOftmlHDt LJ In daoftr uaae. 
bOJIIH'U tnd lndattt1' ('Ope a~t\allJ' with thlt pt'Qblem of D'QMIII-IOJIDMt. 

'l'be (IUt~t~;llc)(l tbt'l\ ht"C!om<'l': tlOW, l! U all, c:tn IA&IUOD matt t"fr('(11ftl7 ('Oo 

l!l)trAtrf 1 orrer ror th~ ootiJ!Jdtrtllon ot the CX~nu:oJtteo a pffli)C)IIl tNlt tl~ 
hur~ot·u~nla for n>plaeemt'ht or. and addJtiOOil to. ~ant aDd equipment btt. to • 
,.trJ llmht(l t J:t('Di and durlok a rt'lalln•:lr brtet period ol time. prrmltted tO 
df'ICf't'IIM" IU Uablllt)". "J'bt'' tG'ec:t l!lbOuld be IO Hne wltb OOY~rtUJlltet JX!Ikf. 
M.J U''ftllll'ft ~ ..,tturllT for f'OUidfntiOII ud ~-- .. U fbi• 
&o..-.: Tttat. appUca~ lo tbt tanble Jftf' •• dbltlal'llflllltGb DJIIde (lad DOC. 

~l.r ol>ll.;aUom.IDnlrml) for p&ut aDd f'QoJplltf'nl ccpll.t t aDd aOlllt.ioM 
aecuau,. lutaUed wn t... altowtd •• a (lfo()u'"tod tf'OID onu:aarr IWt IMGDe to 
thf f'Jttnt t t 60 ot-rcent of tbe amount of tM <tbbuf'leiDtOle. bat oot lft ~ 
<"f :.'0 t)t'rtfnt or the ordtnar1 ~t lnmme; that, appllfable to tbe tau bl.e r•r 
1937, MUC.'h dllbU~m('nt• 1hall tlo •llowed. at • tkductloa 1.0 the f'I U'nt flf 80 
]l('rt'fnt ot t.be o.monnt ftt lhet 611llbanePM!ht, but. not to exCH!d 20 Pl!-l't'ftt ot 
ordlna..,. tK't la.com... 1 trullt that DO almllar prcwl.aoo wUI be "~"' 
dH:Irablr, or u~lmt tvr ~ tauble 7Mr JISS. 

'l"'bt> fUU\"Cif'd J)r'(I(IIOMI oadft" a.nr Sf."M JIM. ftf nt~ aDder n1'1111• ta• Ott 

rt"PrdltiN ot tbe ~of ntw "''ft'fiW lrld-Malt• wblch .. ,. be f'ftM'ttd. W'Oilkl 
u:ocr......-tlo0Mbl7 re!ah ID dfCT8iltd ~Of: I be flllllala~ .... IM"ttd IMK bt 
fll'01"1dtd tor bT ~ ba.Pk t•• ratH (tr ocbtt'wtt~P. bem.W ot tbe probabllJ17 
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It Ia DO*"'« to tbe taX ad•lDa.tntkla &Dd to tbQ COCIDictM t,bat bt.cb t.ax• 
ttD4 to drh·e to f01'ft' t.__ ~era who eaa ~pe tbe tax eo~JtcWr. 1"htre 
are probl;biJ DO aftJiab,. IIAC:ildcw. rt:&alfna to the a.umb6' of A~ wbo 
formed 01 aee tbtttp t'OI"ppfttlou tor tbe pr1aa&J7 pu,_. of t.wtultr alAI•• 
IIIC or aYotdiQK Uaftfd 8catfll tUM. Under' tbe ~ law, UOOD tbt dMt._ ot 
ltodboi!St,. Ia lath t'Of"'))ftliOM. lbe .. ate ls., tn d'fd, wiped d8D. AlthoQD I 
hue aoc. had aa opportu.IU to poll ., owa ((lmadtt:ee Oil u, ... tter. 1 ..-..ntoN 
to oerer tbe aQ~~Mttoo thlt 0oolftllll llllcllt wbb to permit '" retu,. ot nda 
Amtrit"'l.G-oWOfrd fOI't:ln eol'P)HUooa o.DCitr tums W'bltb woa.ld ma~ tht rttura 
DOt too onerou. ud thut brtq wttbJ.a c.u rMeb tuoct. a:ad tn..-ttlou whtdl 
otht_twiM WOU.ld t'ODt1DtMI tO retUID llw1UU1lllua.IIJDt fi'Oal ~a PI'O('t& 

SomeUlo.& Ute anatococae p~c. tor t.bJIIUCiftldea ....., perbape be foaad 
ta: .ec:dOCL UOot the1~ac:t, whtcb IPPQ.,..uttetfoo 112 (b) (I) la tht rt\"fnue 
btll Thl• eertlon, u a.n of you, t!l~Ptd•ll.f' Seo~tor Sterunr. will I"C!HII, wu 
lntendtd to eocounn the bret.k•up or Ul4 p,rra.mJded COrt:J(tnte atrutture rtttflUt 
under crtlldtm. Mt IUU't'llloa I• to eocoun~p the t11Molutkln ()f Ame.l'1tla,. 
owned forel,cn priYite corpoMUone. TWo melhodJJ tuUett thtmiK'-h'tt: 

(tt) UqulclnUon or the aMOtl toA~rlean ttoc:kbolde"' wbjeet to • t\at tax: ot, 
aay, 12~ pert'fnt ot tho a.mouut. or pin reauaea. but wltb no atlowlln<.'Q ror 
torl't!II)OndlnK I~ 

(b) Transfer c'if the ... ttl to us.unc 01 to newly ft'Mted dometlk! t."'I"f))ra· 
tt0011 uncltr C!OtuliUona and lWLrictlooa tlmJJar to lbOie 1n eettlon UO ot 0.. 
1935 act. 

The prtvlltee ttfe~ t.o lbooltl bf! a ... ltable dnrtoc a ''f"f'Y llmUfd l)tr'kKt ot 
t:l.mot. ay 1 reer '"'m lbe entlct.roent. or the COTenlblr ~liUon .. 

n. 1'0IT'PO!'Cililll:lif1' or ~" uw 1't."''Jl8U.q \!Jfl:U. nt..ot"Cin ~anrnno 
&C'fliiO:f •• fOMDI.a 

I belifft tt •aa ba~ bHa made abu:ada.lltly dea:r 1.bat tlte bnt adrr ~ 
aidffttJOD S. DOL U ldH.I t"n81M ......,... It Ia f!QIIallt ob"loM ta..l Ute 
~~ don not pm~ to be a hl.ltd&mtvlaJ ~ ot oor .u,. ......_. 
ol cuauoa.. Our cas 111.-. are •• IM!fd or eek'Dtlk aDd ~-•ual "rtMoa. 
It IIIAT or IUT noc ... fHtdblf. In tbe ~ ot rerleloD to rQOperatt w11• 
State ta:rlnc autbof1tfea ~ are tboee wbo bellf'T't!. botneTer. tbat mur' 
IM7 be dow to O'ltnd the n-a.t&or ..,,.._tl .. e Ud aclalalltraUftl C'OOI)mlfloa 
bKWftO the- NaUon aft(l t..M 8tatet. 

t•or all or the rttiO~ whl('h u..e hem ad't&fteed r nctu:re co ~...a: 
(l) ThAt t.M l)l~~l llnkt-"rinl lhlplldt In &.be rneaue bDI be ab.nclontd. 
(2) Tbtt temponuy ~nr, r"l!Tftt:De. atrfttlY llmllf'd to an -.HUal 

and lrredu('(b~ n11nJroum. be c~rcwi(Je(l ror tbe rurreat. and ror cbe JlotXt ~1 
,ear thi'O\llb on~ or mol'1! or tbe fOilowlnc 1100~: fDl"N'tlM!d ratea M t<H"'IO
rare llacoaue. ln('f"('a~~e~l nort&U~I rutet on aoat .. ldwd llK'OCIN', redut't(l Ptftillutl 
exemptJon, rubj«lh'l& 11tvhlendt rt.'<.'tlved b)' lndlvll1uaiJ to tbe »onul tu. 
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_,.. &1'1 .. -~ ...... ud 001'1)01'aUODI. I ..... Uall ta.l" .. _........t.M.... ... ... 
IIJ ,_, 1 .. JMI ~ ... I Ccamittef' OD Tua!Ma. w a 

twa• -• .-altttot. lllleUd bt forthwith aM~t 10 1a. taQ: ~~ .Mac 
..,. ta,t ~ .... aid 11tca1 IIIH'dt ud to f'fPOI'l lc- •nctiQP alld -•10111ac 
b~~L~ ~ 
, Tbo ('n•uu .. s. 'The nut wit"""' listed iv Mr. S.uerlt<' of ;){ 
~U<tr <'•ty .. J hHr no "'"J'''~• and app.l'fnlly he it not hel'f • ew 

Mr. LAne 11 tbe nut wttntsl. · 

ITATEIOlli'T OJ E. H. LAlfE, THE LABE 00., IIJC., ALTA VDTA, VA. 

·n•e CnAIIIMAs. ~ir. Lome, you are from Virginia! 
?!r. 1.-s .. Yeo,.,. 
I he Ou•mxA><. We will give you 20 minutes, Mr Lan · 

~ou ftlnfl&'\'t ~rough ~ llllll! time, we will appreciat.' it, t>!t ~r •f 
b~.~o;-n .'i,~~Jt':'' Wtll state yonr proposition, you may put fo: 

Mr, t.. ... Mr. Chairman, T WJ<SS th t b · .......... ""'" I I<JI. o( nene ..... _ ·: a USIO:"""r•n t4 come up 
Y'""'" hu bron a oort of o~n soasoo f ~lS at or the laat few 

II'• .Un•d a hill lxW d . or n<ssmen. 
thlo ,.,. tu btU ... '.. ll«l5 own '" Virginia in 1912, and when 
wou~l haYO tklne if th.f'i:dl:.. 'i~ !'2:: d to . vi>ualiu what that 
.,....,,_ ,.i•1t""' llllt 80 mueh th . eet unng the ye..,.. of our 
lb .... ""'"butt~ fact . b ••,.~t_cao go bAck and hurt liB over 
I I« of wlw•n bne 1oof aw::.,ve louul 3~ deale~ in this eountry, 

S.halor IIAIIU.OT Wh t e- part of thetr workmg capital 
Mr . . ... .,. I am·. m:n,::a~"::' busfinessf ; you have not alit~ ill 

thmjl'O of thot kind. rer 0 urrutul'f, cedar th~ts and 

~naltor 1110,"-Lr.T: Household furniture! 
·, r. ~4~~ \ ett1 aar. 
Htnator to~'N-'U.Y You • fro 
Mr . ....... AltA Vi•l• v::e ~~~ Marion, Vn. 1 

th.,. ~t'll lc,. we oellto ti,. ., • •mnll .town n~r Lynchbur . 01 
·~~ ~u!rouuL I heir bill~ anJ :U ~~~rmg credtt, Rn;t ·gt'11do ~t'etlit 
w ,. •• a l....,r grad., and u . ungs; the lillCOild·gradc cl'l'dit' 
tl'f<ht of almoot any kind. •• third-grade cl'l'dit, which me.,.; 

A lot of lhtlll have IOil th . . 
Jl-On. IC I ..... IPftlking ~working ca(lital during tho do
~~.F abcad and - thO Jaw f my own pomt of view, I ,.·ould 
,.,!.,,"~;:1:\''d~"'''i:'., W• ba•·e 1 'lot~ ;:'n. we hne aulllcient 

~";:,:=.•:,.-:.• .~'1.; ind1~~~.:;.::: ,..oui:'J'I::J' .. ~~ut;.'~"! 
,...,J,J 1101 

tl. bott •• hno COIUpotitors 1~ can got capital from the 
ll't ha ~'"' tnougb Hpital I . I cannot l!"l it and they 

ta*l ~~~~, : • ..,'l 1~ dealtrs who ~~nat!..rtsafl ~~de gtnera1 "market. 
' '"' m•paind · '" ,., of ~· b k 

rat•tal J>Ooitlt•h ha. 1 , . ~ the last dop,._· mg ro • bo-
an.l •t~ ar. ~n ampurtcl so h . aon. wall My our 
... ,u 1,au 11~ ~~·:r~wl o'tr that, IJecause ir'ot~: ;r t1h~ l•"'t d~l)ffl!8ion, 

1. ha,.. tt1.,1to 
1 

• ea. ers go broke, they 
bn,,n..,. it thit .!, rtpare • htt le picture of w • 
In W•lnt anl l 1 "'"'-~lt•• lnw had I1C<' • .Jr•t Will hap~n lo our 

•Mlto C'n :a•~ ·'N j" ~h·~ thal io a brief ;:r . ect du~in.g our (>Criod 
• 11" gt,·~ us a brier ~t 1 m, or go •nto deta1l 

II ('lfi~nt Of it. • 

un.trUS .. ar, IUf 1J3 

&nabr lluCL b your "'•i- iDccwporawd, or a partAerahip1 
llr. L.utL It it it ... -urpora~ a do&o c:oorpwatioo, with Oftly about 

73 otockboldtno. 
&nat.or a .......... What is the capital ~~Ddt 1 
Mr. L.&!<L W• ha•e 10,000 """"'- no pu--ralue atock, lAd our 

p..-nt tapilal ;. about a millioll dollar& 
We staNd with a rapital in the be«innina of $18,000 lAd •• 

added to it from time It> timo, until it gOt to aliOut $1811,000. 
&twttn 1012 and 1016 if we had had to ll&Y additional tu,. on 

thii businl!ill 1 think we would ba•e gone broke, bocaWIO we were 
just about a holt a jun1p ahead of the aborif all of the t ime, and 
under thiB J>ro..-1 bill we wouJd have had to pay t51,100 of ta• oa 
in that ~rtO<I, whereas we did not pay anything w1der U1e old Ill< 
law in eft'ect at U•aL ti-. 

S..nator BuJWCT, You are f!Oiog back to 191.2, there wu not any 
eorporation tax at all at that time 1 

Mr. LAM"- J und•l'ltand, that is oorrect, it wu not until 1818, but 
the point I am trying to mob, if we bad bad any additional taxea 
to pay, it might ba•e ntbbed oa out. 

&nator Dunu. 11 you had bad that tu, you would ha-.. tahn 
it into <Onsideralion in the profit 011 your c<HDJI>oditieat 

Mr.4NL Well, Senator,> do noi;kllow bow long ithaa been Iince 
you ha~e bc>w <Onducting a bwn- of this kind, but if you haYe 
bet.n you know that iL •• the public that lltiB the pricea. 

\V'e paid $1,000 tana in that period, and the t.nk p•·• liB all they 
eouM, we got. every nickel we eould by pledgin~ all of the toe<·urity 
.., bad, onn uring our aoeouots ..-n•able, which ia the la8t card 
a manufacturer haa to get mooey, and by putting mortga&M on our 
property. 

We have a lot of eUBlomen wbo ar& today in the eame ftx. 
ln 1912 tol918, which oovera a greater period, our company mado 

a p_ro6t of ~.000. 
Senator J'hwr<NOI!. During the first 7 yearst 
Mr. X..~ Y .. , air. 
&nalor Ih8'1'1Jt08. ~.ooo for tho whole ~riod of timet 
Mr. X..Jttt. YH; and paid out approximately 10 pe~nt of that, 

or oome $3,000. 
Senator funn<oa. For what1 
Mr. X..n. For dividenth, and we paid out approximately the 

same amount in taxell, to be exact, $2,937 paid in tnoa durin~~: that 
period. Und•r thi• ~· bill, ...., would ban had to pay Slg,liOO or 
33.7 pe.unt of all of our oamiogt in that ti--

&nawr I...,...., ><G"- You mean on the profit you made of SM,OOO, 
as yon underotand this hill, you would ba~e had to that tax I 

Mr. L.o.!<L Yea. tir. 1 would 100. to ..,., t~re ar& aome provi• 
•ione in this bill for c<mpatliotl •ho ha•-e fixed debu and that kitld 
of thing, that. which 1 dare py, 6gui'I'S out ~Utr, but we do •""
nndennand how it would be. 

Senator n ... cK- Would you mind putting down the profit you 
made each year ao 1 hat we eotdd have tt figured out, bocauae if l un
del'fitantlthe bill it would ool. have been that much tn. 

ll!r. L.o.Nr. I will be xlad to put in tb- figures. 
Senator 8AOKLI!T. \'"our figu~ are before or afttr you 111id the 

stockholdeMit 

Regraded Unclassified 



114 UV!ll'trE A-at, J ••• 

)Jr. I...•L " """ 1812 to 1918 • • pid out 8.6 ~~nt nl our 
lllj:!ilA dm•I<Jt•t.. and tho tans amounted to 8.3 ,..,.._•nt fur tb taro. 
r,.riod,.., that tho Gonmllltl1t tl"': approximately u mucll • ~ 
•lonhnldtre dod. Hut undt:r this bill it would lK' approx 

01
t'i ~7 ,....,.nt raid out in lax... lOll ., 

Stoat«DAaKUT. 1be.tax of 35.7 ~t wu o.n the total b 
mnaontd on tho oorporeuon ; you did not pay a co rali l at 
wl!"t )'ou diJilributtd to your stockholders, although~•" ~o"aylalx 00 

raul h. ,.! ll"""e 

Tloo Cowa>W<. 'nooy paid this on the profit& of the OOrJIOr r 
S.nator JlUKI.tr. flacl< in lOIS 1 a oon. 
S.nator Knro. A~ !understAnd this is 1912 to 1918. 
Mr. I...wo. 'J'hatos correct. ' E]••r• ll• ... hca. Would you mind putting down the figul"fAA of th 

I•<~> t or tat year ao that we can figure that out on wh e 
,.....mel I I bthov~ you said you made $35,000 in that 'odat you 

Mr. r...,.. .. Yoe,11r; from 1912 to 1918. pen • 
Stnator llwcx. Do you have it by ,_,.., 

111 
tu.~n I an furnish it by years, but I ha .. n't it bert uQtpt 
Stnator Bwcx. Do you h · 
)lr. I...n. !i o, lir ; -be"::. Yj'"! ~et .,:..com• for taeh ytat lhtte 1 

l ~~t wa eould ..., and you wkJd lik {j,ht aome built data that 
~::X HNcx. Wu it abOut even cad>."y .. ';t 

,.,;;., o. o, aome yean"" had a loss and other yeare we made 

~·1!" .. ~'1~ ::~:ept .un r' this in 7;,8r busin ... t 
13.090 (>lid out in di•id.':ds, •~d ':~a~~'. i!'d t.ho bMinea, exeept 

S.nator n ... """ ~ "' . 'i ". Jill Ul tax ... 
6•:

1
thon,.nd dolln~ io lloe ~.~ '/ ~0~•2 that oorroctly. Tl•lrty· 
r. t .. ""' No; thnt is tho tot 1 rom to 1018, annually! 

point that io worrying me obo t profit lor tloe entire period nnd the 
".YCMJ~~~t, tryin~ to 1!0 nh l "· our aooounts is that when ;_concern 
~ and th!• boll will oap ~:e ~~..!'~~ every bit of lll'qllg!h it can 

"""J)tlltOI'I that loot a lot r-.... ~way from th~m. We have 
ICIOlTJall ol thtir working capi~l mouey m the depre..<sion, praetienlly 

,. CUAWiu flo ld . 
llr. t......_ M; 'cba"o·nn•ou . ot ••P your busin-1 

ol ho · au ot ns taki -.,.!..,~!. wa made, wh.;... it on!~~ 7'ething <?•~• on.,.third 
OOl • 101• ,1~ ahow we art not • ' ,ll';retnt m the old tax Te' Ct"' dt'l'ldollds to amoont 1 . an~bing out of it ,.. did 
pro11 .. ..,..,., How much 0 au on lbat ~riod 

) 1: "1:..";~1)1 art you Nrning now, what u your 
to tho "• hot ftUctuatfO, ol eoars.. Lui 
t l«<,llllO ,?;~ lnttn~al R.,.enue n.JOUt:rnJ;:"fi• I thi!'lc, according 

'l'ht c • ..,.,... D'd gures >I. we urnecl 
Mr. r... "· 1 YCMJ dte!.trt • . , 

dlridtn<to." .. Yoe,lir; we paid app~i~ ot,on dovidendaf 
'l'ht c .... .,..,. Do ate Y one·thitd of Uoat in 

(!lid out ao . . !' 011 think it • uld 
ll<rotnt and rttained 80"" have hurt you if you had Jlerc<)ntl 
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Mr. LL.~ .. Mr. Chairman, I ...;u all51l'ff tbi• way, Jaat ,.-r we 
, pwt about $80,000 in impro•tmenta in our plant, and thia )'fl>r .,.. 
.,.. planning to lfl"nd $110,000 in ompronmmta. 

We c<~Uid "'"'our ..-n.., to inc,_ woririns eapital, but we woold 
have to booolllll atatlc In eat>ital, and eould net 8!0W any mo..., ao .,.. 
- it. I eannot und<!rltAind thu ta:r bill and I ba.,. had Ia~ 
lox el<pert.s, and 0\'trybody ~1!10 try to eaplain it., and I cannot and<'r· 
stand ot at all. 

The c ........ !<. SUPp<N!O flv& people o.......J thu plant o{ ;ou ... . 
and it wu a parln~h1p lntotud of a oo.,...tion, they woul havo 
to pay on Uoeor indl••idual inoomJ)IJ1 would th~y not! 

llr. LA1n:. Yes, sir. 
Tloe O.uo&MAN. llow do you distinguish betwotn thtmf If a 

eol'ponlion oll011ld pay 801010 amount, why should favoritiRII be 
i hown a eorporation u against an individual! 

Mr. L.uu.. M I und<'l'itond a copartnriip, u a nrle there .,.. not 
Tery many prtners, and they can gl't. togetbu and deeide •t tho)' 
want to do lor the good of th• bosiMOB, bUt - are jwll. t..- of 
oomt property u managera of th<> eorporation, and we be.,. tho alack· 
boldera lOolcin« to ut to look aft. tb<oir int........, that M~ -
to a meeting .., .... 

Tbe Cu.uou.l<. From goTemmeotal atandards why abould a COl'· 
poratiou be put undtr more favorable ci~ than a prtMI'· 
tbip when it comea to colloeting ta:real 

Mr. LunL Mr. Chairman, r would ba1·e $aid, to lllart out, that 1 
o.m just a busintoeman, I am not an ex~ like Mr. Klein, and I 
did not como up bert to tell you what kmd of tuM to put 001, nor 
to cp~ lbie ic:htmo of tnation. Mr. IAwSOft, our vice p<'Nidtnt, 
!mows more about taution that I do. 

The C.ut.,IA>I. Door it not •PI>e•r to :vou .. , a Iaymon tl•ot it i• 
n ft\lr thing from a ,:;ovemmenta1 stanapoint that • co~ralion 
~hould not he 1111t in a more favorable poeition than an ill(llvldual 
jn paying laxest 

~Ir: LANL \"tfr, air; I think so} frorn a la~an's viewpoint. 
Tho Cn•n•>~•"· That i• all that iJi being done here. 
Mr. LAs& Y .. ; but 1 wonder if it eould not be aC!<.'Omplitiloed 

without putting iUCh a butden on the smell eorpontion. A ~nu.,. 
man read tbie morning a list of 10 co•porations who would not r.y 
any taxea, and the ototkholders would net pay any more tax t an 
the 4 perrtot you are putting on the eorportiioo di•idendo. 

I know oomo tohaoco .,..,...uons Jut rear and tho year btlora 
wbo pid out mort than thty earned dur1ng lh- yeara, and you 
a~ goiJ~ to )te\"f tbtm -.-itbout any l&XM AI. all, and 100 undfor. 
Etand what l arn intettated in is the small corporation atn>~ng 
along ll•at is lookinJl: for all that. it eao got to l<etp goin,r. 

The CUArlliA.:<. " re art going to gh~e you an anlCmnt. of rf.ttl"\'"e 
and lhert willlK' no hi~ther tax oro that U1an you hue betu heretofore 
paying, if you analyu that tlituation. 

M.r.wNr. A8 we analyxed it, Ur. Chaim1an, thiJ tax aa now pro
l)(loSed is going to double our taxes for 3 yeare over what they ,. .• ,.. 
lor 1086, on tho ~~amo earnings. 

S<mator BLACK. Double wfoO!le taxes! 
Mr. l.ANz. Double our oorporalion tax • 

• 
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~ JIJM&. Not tho bttle com~y, but tho toa~non~ · . 
~~ ~.un • 

llr. wl<L Y-.lir. 
&na1« n ........ .U a nuouer o f fact, you havt figured ou~ 

to bow at tha lime you are ~&!king about your eocnp&oy be' • nougb 
~~ "ould ha•e I;Oiten out oo a much smaller t.ex tbaa tbe 1~"fr amau, 

llr. w~o. No; I hare not figured lhat out. l*ftnt. 

1 
S.nholor llLACK. Y~; thot would be true, and it would bt ...... . 

• or t e amall oor1KJ,..l1on. """"' 
Mr. w•o. 'fbe 1 .. tu lhty l~&ve to pay Ute ton-· tb . 

i UM'lVt. t "- ey WJJI 

lh
S.nator CoMMALLT. llow does your company ha.ndlo tb . 
at you u~ to retain as ....,rve on surpiiiJII e tncocne 

L Mr. r ...... I Ulink 1 can answer that question ... ~ b ... 
aavodone. """" Y wu.t we 

S.IUtor Col<M•u.r. I am talking about the 0,..,.n··-- ' 
<Om~l· r- ~- 0• your 

011 
• ~I<L 1 wW gi<O what we have dol>6 in •'- ,,;........:,: f 

r Nmlnp. WIG -~~, ... on o 

Si- ,.. hare boon in "'-'- - . 
l'lln1inj!t •- we llarted ~ SlJlCe 1912, 29.~ p&I'CfJ\t of Oltr 
- ID USl .... bas beta ,_.n.-.ted in fixed 

S.natc•r (.'ol<MALLT II do tb . 
an1 ""'"' tu lhan ,..;.1 d.;:,. becaat m tho futu...., you will n<>l P"Y 
pi~ and -rn, and yoo will iben ":you rewn 30 ~~nt in IIUr· 

lr. 1-L lam not a &ul6ci t fi n ~y as mueh as you do now 
tna,tor Col<ww.r. All rigb~ yo=yaloo~~.to ay, air. . 

r. """' AI 1 ~~ay 29.l) · .. - eoa. 
"'"""of our rernin t ' · perctnt remvOI!tod. It toolc 23 
diNiion th•~ the if.~"f,~"'\~'i:o capital to talco care of tf::';~ 
"1~'r\~{ ~_?r, 0 I pe"!"'nt that ;~f.,.k"ot ~~. ~-lh1 .~t t!tere dia ~pproxi-

, "' nnprov111g oond't' 14 --.rn1118' urrng tluU: 
•oc!'~"'fl C4tJ!ht~l. 1 101

·18 of Uti) pliUlt a.nd lllCI'tla$ing net 
..,.·nator Cox 

,. I' I I "'""' · flow mueh d fi ':I"' t 11t111!dtr this ~ill 81 ' l . 0 you •gure you would pav if 
a ll~•trobut. It •nd kl'tp ao ~~~~~~take 60-l)er<>ent of the earntngs 

• .. ~E. I rannot. lOR' tl 
~ ... tre $100.000. ..,. 111. lean only uy th~ Hrnings last 
h, llllt( ... ll41KJ.tr If 'OU Jc.., 

t S.~::...00c"' mutb · ...... ~ the J, ~f'XXI and pay out $80.000 under 
<• '"' U\I<AU.T ll '-"· ' 
n f'fa •• do·in th · r. nt'nt.. can ,-ou 6: 
of""""""~ at, Mr. I..,,., just go abeadgure t hat oot t Whil~ ~lr. 

Sir. l ..... "i?. ~ . and <tate what th~ cap ital 

li<notor C'us,.....,P"'!'~'~ttly a miUion doU 
llr. ,.._,,. Y!S, .T· <u., )ou made SIOOnM!art. 
S.··t c '"· 'f"VU - t•r ''' ~ .. U. "'"'L 
Mr. 1."' \:.., t" ••at iH very 1!00<1 
&·n•t.•~ <'Vl\~ : )Ut .. ,. htl't ~'OC to look ~oflt. 10 ~retnt. 
Mr. I._.._ 'xo"tj· 1Y• are Ollt of the wood~k ro IU.12 and ID33. 

11roc~o~b nuw, ·~ 1~ t on.t tl.unk 80 ; bul i( .a;: O!l that now. 
~.~I """'r. u, •• ,,.,1"'¢'"~' for the next de~!nlo wo are out of the 
~ r. l~ ,., Ytc' : OUirt> IOOkin rf ·b, 1011. 

that lfl""«";.,~'.'· We l>tid nllt ~1~ t -e ocxt. depr:wssiou t 
Juurf!ut~t inra of •whiJr:-;oont for dividentht, and I 

go. We h••• paid oo~ 82 
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pel'<ft\t i n nOJnd ~-of <OJr '""""'in dirid•mb .;- .. ha•~ .,.._n 
m bu~irk!'&o hut nund yc.o . 8-1 ptt'rf'nt.. of •hat Wf' ha,~f' .,.ttt cJUt hal 
'-'>in tbt la.t lSI yMro <>four lif•, ur abou<.....,..hall of our ~nllre hf• 
of~,. ...... 
~nator n ..... I<T. Jlow u.any otocltholdrn~ did you havo .. !>(on you 

first orv.nil<'d t 
Mr. LAM£. Wbtn wofimotarted we had two, my fathtr and m1"fll . 
Senator n........... lu you• bu•ineM grow your ntil(hbon tnd 

freinde bought IICA>clct 
Mr. L•><•. YfO; we plttdod with them to help us out. 
Senator n .. s,n. Your ~;tock is not rog1st"re<l on the •I<IOlr 

exchange! 
Mr. L.u<L N~ 1ir; it ulltd to bo registued at R iobmond, but, wMn 

tho Securitieo J<;xchanl(ll r iUll<l on, we dropped it., oo u not to bo 
bothered with making tl~<> report& 
~oar or n .. ai.I:T. 'llltr& is not mueb trading in your oi«lt I 
Mr. I..xz. Very litt~ 
Tl>e CnA>t>CAN. Suppoee you ud your fath•r bad eandnued thit 

bmi.- as p&rtntre whtD you fine. otarted, ba<o you fi«ure<l out how 
mucb tas/ou would h••• paid u indiriduals, as comp&red with what 
you woul ha>~ to J>IY undor this billt 

Mr. LAxc. ~0, tnr; I haYt DOL. 
Tho CJtAitlllAH. It would be • greator amount! 
Mr. L.ur&. 1o p,..ume it would bo from what I have IHrnocl from 

cop&rtno.robip arrang\'mtntll. But my jad~t is that ooold 1>6 -
rtcted. It woold ot<'m to be it is important for a eorporatiOCJ to bavo 
a ~.tart., btcaWMI the poln~ I am trying to- ts from 1ny own 
es~rienee, l\fr. Chairman, bow utterly n......uy it is to keep overy 
penny you can p:et hold of in your tmbryonic y .. re u a corpoo;-tion. 

The CnAtiNA!f. Y..,; you have got to keep ""'"'" money '" tho 
business, you havo got. to enlarge, but. if it is a copartnenJ.hip and 
they are paying tax011 n1uch higlter than tbt corporation, and what 
we are trying to do is to put them on an e\·tm keel. 

Mr. LA~-.. I think it iJ •n unfairnel!ll tho~ •hould be oorrteted in 
sotne m1y, but I am not I!J.Urc the p1"81ent one is th& way to do iLt 
•in.., .... Cal on late that in 1018 our comp&ny would have 1..:-J out of 
tho picture if we hod been compelled to poy tuta on the bula M't up 
in this propooed bill. 

Se•••tor COJ<lCAU.T. Mr. Chairman, Mr. Kmt baa th- flguree 
now. 

The CnAJou,.. Will you ot.ote the .->It of what. you bne fljiUred l 
l l r. !Cn1'. Si""!' th• co.yoc:at ion bere was • ....t~.J..d - !II(OIIle 

o f $10,000 or 1.-, 1! it l't'taiDed tiO pm:ent of •ta odJ - .
it would pay a tax ottbo J'!'lo.of lU,I'""'!"'!t; SU ~rwnt un<lu t"
cireUIIISU"""' would be thotnbuted rn dindtDds to tho ..barebold<ro. 

The CnAraN•"· Eighteen and 6v&-tenths ~nt of what waa dis· 
tributed. . • 

){r. K.&l<1'. Eight .. n and 6v .. tentbs percent of •"! - 1noome. 
The CDAr&NAlf. lUI net income was bow m~, did you •rt . 
Mr. KaWT. S.:r they bad $10,000 of - 1...,.,...., thoy ""'tl>6d 

~.000 in 1nrplW1, and they would p&J tone o~ $1,8ti0 ·~d would P"Y 
out dividendi of $UOO, end whon tbty l!"t mto tbe b1gher 1110!""" 
group& between •10.000 ud $t0,000, Uniler rrcbedulo a, then 11 • 
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Oo-wbat dtJrt.,nt 1'1lU, and afttr thtv get pag $40000 t•· ,. 
"" .., I'CfJrt.. • • ... , w ..... 

fr:. /:,. .. We tamed la.t y•ar $160,000, and retoin~d balf o( tl 
how mU<b would the tu be on lloo m t t oat; 

)ir. KI>"T. f1 rny oriUunclic ill oorrcet it would be abo t $00 
but thud ... not toke into uecount the~' ••• other meana ~f Jc.,.'O!Jo; 
tlu~ monfy "'iti!OUt. J~ying d t6 maxi111um cu. Cf'JHug 

Mr. wo. 'l hat stiU leave~ ut where we cannot learn m 1 
t to. law !rom t)le itudy ""' ha\'O betn doing since tbe Pre&i~:, about 
~ .. , ll IUid i1D()O .. -e got tbe flm rtport from the w.~ Uld ;,~"&· 
('t.mbultee. J • .., .... "' 

S.111tor Cos,.~u.!. Thh $100,000 profit you made wit th t f 
t~-vlol•·•· atnortlUtJOO and all of that ligund olff ' • • ,.,. 

~lr. LAlrL Yea; that is- profit, 
S.nator CoYl<ALLT. F'or ineon~tax purpooes 1 
llr. L...vr. Y.., sir. 
lluator liMTL'<08. Was it after tho taxes were idf 
Mr. I.<J<o. After all tax'"!! but no dividends. pa 
S.n.otor lliSTJ1<0il. You dod not deduct tho income ta f 
Mr. wo. No, sir. In thia oonnootion I 'ght x rom that! 

1104 •1!1"'6 with tho lnterna I flovcnuo De "'' say our bookt do 
uot, allow us to count olf tue~ tho dop..J'·~~cn~ beeah - they do 
ptfltll<Oteacla .. us ,.-obaveanobo;ol ' on~· ·~e. Our ••· 
tJ,. ltandpoinL of style <han~ of~~~ !oct<>hr m equopment from 
1"ra. but tbty ...;u not -iu t•·-- 1 h' we ue .had four in 24 
~ · -·-·· ''- 1 mgs "" tbiDk they should 

Mr. f.!'::";'~"· !f,.~"::a~~~~ 10 the fl"<'uliar styles of fomituret 
""--tor ~-· . t IS COrrtot, 
-..~ .n.J..$0. ou 1.1$ k . 

. Mr .• LA'L Y..., we do·~':!' mg aJoy )IOiid furniture! 
'"'I Prtmarily oodar chest'.. 0 are lfl"<'oalty mamuacturers, nook. 

Tbt CIIAUt><AJ< you will a 1 . 
othtr llllnniutu.:ersl 1 mot you moko as good furnituro 113 nny 

Mr. r...,. y.,. . of COUNJO 
Se.u•tor BAa~e_U,. You do. 
Mr. LAxL Not ..;uch but notl moke •ny antique furniture I 

oftht Alouut V ' · we '"''6 • set o f furniture d r 
::.:. ":'t ~k!':; :o:~·:;t ~1 t)•atOuu high.priced ~t~~,'~ 

. II IWlonally adnttiotd · r cedar cbest&, on aceount 
•• •t and can 111ab-.. ' "" .tan get • VolllJJ16 of produeti 

Tho Ctw"""" lf ~1 on "· on 
Rll•• of~ .... ;.:-11 .,t"" want to, out of the exptrts . 
thulJiabout •L ' glad to COO(ltl'1lte with you and :'u th,. propo-

~rr. r..,L r thin\: you ••~ry· 
"''"' to aa his· • we ""'• ltorn•d a I lUI~ and 1~ .1· ~ • kno,.. th•L twice d~ .today, gent!em~n, but I 
htf•lly iniiOlve::l: ~ se taxes had IJ.e.en in efi.'c~~ ~ur ~usaneSl'J caroor, 
to"' to bo tluo ' ""'liSe the toxrs pl'(l "• "OUid havo been 
'""; thatuiot: "1":\,: h~lf tim<'! wha[~ lll~d~; this bill •PI>O'Irod · 

~:'t-Ill tor Cos" 1 ~ hmt. Y " Otod bo under Uoe old ...,.,_ion, r;,;, ';.U.T. f yon had bten ,. . . 
Mr. L..,.L ·1 thu:'d have~. ·~·!"rlotrsJVp mstead of a 
&...tor eo, ""· 

bop Alii! pa ~. IIO.t •bout the . . 
1Jng I1Jo h~JM.r laxt. I \' llldniduals that are panoer· 

"'' hne bt.n ~tling off "ith 
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a (O'O'•r rat~ than you WOilld han If 100 had ~ an indiYidual tla' 

parintndtip I 
llr. r ..... Th~y have a perfect right to ors-nir.o a corporation UlJ 

time they g~t ready. 
&nator CoNNALLY. Y<~~; that iB t'<lrrtel. 
1\fr. r •• N ... 'l1aat is what I would do; 1 would Dt\'tr Optralt a ptr· 

tiOna I bu•in- iru;tead of a corporation. 
&nator CoNNAU.T. You have paid'""" tun~- you ••ro not 

a partntr,.hip. 
Mr. WNitl. Y.s; thtro was no corporation tax wh<!n we orpniucl. 
Stoat or B•atr.t.m'. '~"hue are otb•r ad,·antap of organizong u & 

oorporation, ~-you are only liable to the aJDDunt of your ito<~<. 
Mr. r ... ,.,. Y•; and wewenoglad from lOIII to 1922 that we wt~ a 

corpol'1ltion. 1 htard the .taltltlfnt thit mornillj!-that if we Wllnted 
to keep our profits in our buoi- •• could olrtr stock rigbta an<l 
things o f tba~ lcind to our 61oc:kholden1. That might sound like a 
remedy but in ootwcen 1012 and 1022, if our stockhoW~rs had evtr 
gotten laold of till!' or our tarnin~o,ot 118 profit tloey would hare taken 
then\ nnd rnn witlo them; they would nevrr put them back into tho 
businc.... 1t I could have ~f.t~n h•lf of mioe at that t.i.n1e I would 
have ~aid to the creditors, You can ha\'C tho ,....t of it• 

You mul1!. understand the small corporatiOWI have no aeces~ to u,. 
capital marketa whon they ean only fl"L money by 9elliog stOck to 
fnendt and borrowing from th• banks and !lungs of that kind, and 
under this bill I don't- how a m~aU eorporatioo e•·er ean ~t any· 
where~ 

The CruWtL><. But you are pretty much out of t.hat class no ... 
llr. Wl<ll. We just claim ...-e are~n eouotry boys trying to mako 

a living. 
&nator HA!Tll<OB. Would you mind !tiling how many sba.,. tbe 

largest 6tockholdcr holds in that corporation 1 
Mr. LAN"' I own the largest numoor-IIG (>C!rcent of 10,000 slaarcL 
&notor liAIITtNos. Aro you engaged in any otlttr business! 
Alr. LA""' No; tbU. keeps me plenty buBy; and during U1e l111t 8 

years I hove been kept busier than I want to be, ~Wi8 we have t6 
look after our business and watch WaEhington all at the same time. 

Stnator D .. t<UT. And you do not want Washington to uereii6 U1e 
satne ~upuvit.ion over you t 

Senat« Dt.ACL You say in the last 8 y•ara you ba\'o been watching 
W ashinsrton t 

llr. tA><a. Yes, sir. 
Senator D ... ciL You did not have limo to watch Washington in 

19321 
Mr. WNL I h&\'o had more time th~n in a long wbilo """'nUy, 

and I could Jllay golf in th060 yea I'll, but not the lut couple of years; 
I ba\'en't had tuue. 

We Wkcd this matter over with a OOn(.'<)rtt in Lynchburg! ontl 
took bia lli(Urcs and projected \hem sinro he .tartcd in 191G w111 the 
6gurea under this propoticd tu bill. Wo do not claim it would havo 
put hitu out of business, but at tim01 It& would have had a heavy 
l!quteZf-

In 1912 ,..e otarted worlcing 1~ mtn, and today be work about 
1100, and over 400 in the pian!. "Wo figure if thit tax had been applied 
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.. •oa~l ha"' bttn wotku>g about 1!.30 today- jurt abovt hAlf aa 

~'(;... bad "'" had ""rking ~!!' in 1931. 19:12, and tl.e f&rly 
,.,. or 1033, •• •oold ha<e di 'll"C1 hal! of tht •mfllt>yffll •• 
had IUI<I out tho WOilftl of the rest of th611 u muth u ·~ ""'"' and 
Cri...J to ma\<1 ... ,It 11l0110)' in those years. but wt did hnt working 
.. 1.rtal and "" ktp< all of our people on. exa-pt only lhoot who 
d"'!~)f() OUt of thtir own IICOOrd and WO did not "'ke bock. We 
worlrrd tlatm olrort hou...,I!Omelimes 12 or 15 hours a w«ek; ·oe took 
our 1001, bru lrird to keep thOEe people busy. lf wo had not had 
~<l•rking ropltal wo Muld not hove done tbot. 

f'nnldy, when M projoctpd this littlo ••p•n•ion prog!"'m last 
No,·tmbtr a.nd Dectmbtr wh1ch we are workmA out now, Jf I had 
drtomod thtn thia ,,. .. l.u bill wus contemplated, I would not have 
put on lhia upan•ion prOI(rlm. We just bought a macHine yesler
llay, a b1g triplt.c:lrum mndtr from a concern in \Vi&COnsin. 

S.nator Q}:<!<AI.LT, You bought it yesterday, wben you k~w about 
thio brill 

llr. L..~to. ~Ve had the bnilding all ~y, and we bad to fl'll 
,.>COOthrnl{ rn 11. Thtr told us that is the third maebino they hOYe 
oal•l111 G nKllltho. 

Stnator llrACL Did they teU you how many they sold in 18321 
Mr. I...A~r. I PI'OfUIII6 Chty did not sell any and 11robobly 1hey took 

·-ba.-k. • 
n .. C'nAIIlJU!<, llusin .... Jas impro•·ed in your tirae Of busin-howt,•trf ~ 

Mr. L..n I think it ~u impro•ed, but tbe capital-good. industry 
haa -•mpru•·rd yet., wrth the oxceptron of a few. 

Th• ~IIAilliA:<. That is the general impression Chat buaineu it rmprovmg. ' 
Mr. L..sr. 'nrot io true. Frankly, I am not hel'6 tbrowin rocks 

•t anybody; I have b<en a Democrat all of my lifo but if •off could 
t~;i;:~~~:; ~~il,<~or • whi!j• quit threatening "",'with aiC types of 
df. 1 'II 00 ,,1 uds fire • ltlre we con go, we wr ll be A. lot better 
h• '11.,.1 ~:onth.

110 .... when you feUows adJOUrn, which I hope will 
~notor ll•ao....,. You II th · I"'• thio t.u bill! · won' ro er ,. .• would adJOUnl before we 
)lr. I .... ~L l •uroly do, Th' I 

•~taan .. t rtowing bAck th lS ~- aw to U! 8eMU a prorision 
._1)· rnjuro t1r4 eapital.;..Jd.rol!:!t rnto the b..,;.__ I t will llO'ti
lot·r-thnl(\'tio tho ...... Jt f I rrstry •. as a large pt~nt O( the 
ro.·rlrtr... It thio a~ ;. • ~'!"fit& bti.1_1g ~ '? upand busi..
tb.n • redillhoukl he all....':d""' ."' anythu~g hke rto p.-.nt fonn, 
''"'and,... bolit"' thar ..,,;rtagaborrst PJ"O!i~ ~ in i~ng facili-

01 ,..,,..., 10U rtoli,.. ..-ho to d~ rf rt could be made workablt. 
"1111 'l>tndrn~t pow., fmm ·.d-Y~ 'IICJ'tua tax.., you are tronlftr· 
'"'"t· llllolthf more youta.k.'~)du~ls _a~d ~~~- to tho Oovom
l'ln ho.-.to Uptnd. lOOt hot we eo t58 m~Yrduals and private indualry 
""'jP1•· 'i"<"'~ ~e ha.-.n't 1n,1h~"~0 ... ,ponsrblo f4!r reemploying 

onr JU•t II'""K rou II • I g tlmp oy them wrllr 
:~ ~ •Jllll"f't'ltt~ yoi~r •Uhud~JJ: the ?usine&-·rnen'e po)nt of ''iew, 

"' · ' use )Ou ~~ not. trc••hng me very 

DY-.mnt AC1r1 UU ·~ 
W• btiM-TO • 11'1'!'1 dnrl or th<o .... ft'l.llj( of U... laA d.t- •ao 

d"" to'''"""'" tu~ Dr t.uoi- rn the loot 20 )lin, bt<-a- hl:1:1.!t 
~boo Ull W~ bOYO fat wJina 1"':"1 ud if we do Dl4 Jay .Uido fot 
the 1~ yN~nr wlul~ bu•rn- i• p..t m th<o f•t ,-..,.., we ••II to. l"'t 
ooi or busi.- Ul tlr• !tan )'tllnl. • 

If it ;. polrtH'ally uopooroible to MOd. a. "\)UD<I boaia of ~!'I"""" 
from an ~omie llaudpornt and you 1~1 li a _., to ,....,....., 
c.lre Oov•nunent't ro••uue c.lrrough taxation, tl""' why n<4 .~tuu,. 
tho p,....nt booi• anrl rn~ tho rate. to th~ auiOUD\ a ...... uljoly 
n""""""ry to be roi~~e~, then we oon calclllato, ao w• ali'Md,y ~
bow murh ~r\'~ wu have t<' wt aside to ulfrf.t. thO&e U.Xftll. 

Tho c ......... ,~. line you ar.y idea bow rnuch WI\ woold ha .. to 
inore&M tJ1c flat. COrporation t•s in Ortlt'r to ra.i~ tlu~ Jl\OIU~)' we heve 
to rai8ll C.hia year! . 

~Ir. r.,.,.,. r have not flgurfd tbat out, but il your tu II!. "?ughl1, 
15 perwnl, if you ra~ it to 80 you ought to double rt.. l don t kn~w 
how much you would ''* in the ibuflko, _because the higlror you raoa 
it tho more ways "'.'II be found to en~ •!:- . . . 

U you inert- rt 5 perco11t, you w11l ~'"'"' rt • third; c.IW!n af 
you want to w c.l10 ;~u'1.'1US, or mako an ~porinrental tax lika Mr. 
Klein 6llj(jt<Ottd, I tbrnk rt would bt a good rdea. . 

It. Sl!f:ruot to m~ urur.ound to try to tnd6 a certamt1 for •!' UfK'!tr· 
tainty. )'ou know how !"ucb rt~enue the p~ ~x .. will. rarae, 
and you can eMimate QUickly bo·w much a certam m~ m W. 
p,_nt w will yitld. The't'roosury Department call tlltlrna~ what 
the tax.., will yield on tbe bosiB of 19M. 

This tax cl-h· app...,.cbeo, if it does not actually rtacb, COD· 
~tio~ · . 

In other worda, you are under this bill e&tlJll( the lM'<'d corn. 
I have olwaya C~ougbt that all of us bavo Just !tamed how to 

urake out the old return• and the law has not be<-o radically changed 
enough that we canno~lltill ha•·c lawyers and lax uperlo to make oul 
our rctun131 but on this new bill I' have had lawyers and 6lj!tfUl 
liglrring it trying to flnd what our tax would he on Jut )'Nrt rn· 
come, and i1o two ogroe abou~ it. This is t116 moot eonrplica14<1 thing 
ever 8Ugpled in the history of the wo_rJd oo tautionil and I !l•ff 
any man in Con~ u be gooo alan,; lD the ~rJ to sure wrthlJl 
26 percet of bow 1nuch be will have to aet urdo ror • commitment 
on th;.cax. 

Tho CuAIDU.If, You could do that in December • 
lrlr. LA>~L YM; but the yoor;. ovtr, and tuJ>PO'Iin« you hava~pont 

oomething in impromnenta. At the ~t time we eaa toll bow 
much wes we ba •• to aet aside tach month. 

Smator BAiliWn'. You do noc. hal'e to eolimate the ~t of,tano 
until the 1u ;reor baa ~. and 1"" have a 11100~ '!' wbicb to 
&pre it all out bolo,.., you make out the l't!ttlm, and rc. 11 the.~ 
propooition dtpreeUtion, depletion, bod debts OJrd all of that 11 rn· 
vobed in the preoont law, oo that you ha<e to f.O. ~roup Cbo
tabulation to arrioe at your not inoo_~ under~ bill1 u Yf!U ~o nqw. 
- You may be able to .,.t oome addibooaJ erodite UDder t.h11 bill t.hat 
you do not'~ now, but aftor you have arrived alyour net !ncooll f!'r 
tbo y•ar, tben tho only q....t.i"'! i.t bow much. you a,.., IJO',DJ! to d11· 
~ribut~, and when yon have decrdtd how mueb you are go•ng to dil-

e!HU-pc. ,_..,_., 
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tnwl;!, then you do not hue to worry about the p&rt you d..trib 
yoo only worry about the part. you k~p. u~, 

n..., there ~no more Obligation on what you ~P than tb• . 
at the pl'ei!Mt time. ,,.. 11 

Mr.L.uiL ldonotseeua )Jractica l businH&mao my110U how 
oould tcll u we go along during the ,)'e.r what yo.d tu wil\ be. we 

&oawr BA11JU4T. Yoo cannot do It now. 
llr. L.n. Yes ; we can Htima!AI itcloeely now. 
Son.wr BAII.u.r;r. You do not know how much the in- 1 

lha ~ wW be nntil the )'ftr ;. over 1 or 

b ~[: WL But..,.. can take tlte profit each month &nd multi pi• ·1 y..,. numbtr of months, and oome -r cloee to it. ' 1 

I
SmatA>r B.u:n.cr. You buo got tO ani..-e at your tuahle i 

a ttr the )'ftr baa l>l9d and you hue aotten all 1 th ':'COCDe 
~· are entitled to.. In tho first plice, you fil~ tbe"i~~! you 

d •ng to what you lh•nk, then they come along and check it tax 
an . ma1be you do not afl"'O, but finally it is settled Tb u~, 
calion• In makin~ out an moome-tax rtltnrn it seems to m e e.;>mph-

~x~.yo1~0h;!~~~t ;;;_ ~"'~~':,! :~u~·~1~•d0'r';tnht•g~>~ you,_o~li ;~~ ~:! now · ·' e otner .... es you pay 

~lr. WL As I said we have gott to th · 
~nnllo wbat our lu.; are for the ::by m~J<'j"~ wbbyerethwo tan 
mao to date, and under the bfil p ymg • earn
of tbe year what it ...;u be. new 1 you cannot tell until tho md 

S.n114r a- You ·r · 
U.. )'Mr, etvy day. and J>OOl •on 11 you ·~ doing businees all of 
,..r 14 ~to mU& 0.,. r:::'ta":r;.'x j•t•hing for the end of the 

Mr. fio.'<l. y ,.. and 50 um • 
""P.1 dirid•nd!~ tben il~a::.~•Y quarterly, like we do, and 
t~what eon we dol J!Ot money enough to pay the 

e,Cu"-UOtA..."f. Tht.re is a .• . 
'*{"Y •t over if you pay out toopron•'"•lon he"' tbat you can havo them 

~fr. LA~r:. Yes, r;ir. Hzc 1. 
Senator n..... u 

.-..t<d tb ~ ' ou •• ,, you ••moo $ 
I"~ tb•n jt $JOO,OOO in ~;.. plant, how mn~'~x ;wosuppose you in· 

I uld yon ba,·e to 
r. L'-"11. We would h 

<aoh. u l undfJ'Siand iL ''1 w,.p•y u muth as i.f we had lcOJ?t the 

:;1~ =., ~r..,. &&lOla, inl o~lr,t:':'!f.d:":.t!!" !:"l"'•fi!L~.! 
IDudl -· . 'Y mpp y o! d1e01 ,. ••J e o ......,. ..,,...t pooitio~ 1f11J ha,.. lor rhu 1111:P.,: "*;DDot determi_ne how 

!lonator Broo. On Wlthortt changmg our 
thn prior to th • ocher point, one of th I . 
lrart•d to build • PWa~;<~ of this bill • eo • ~ pornts made hert, 
lratttd to bull<l a• plant, ttnd in \'our ei rpornbon may ha.vo con. 
for thl• year lhonptanl, 11nd invo'lll<lth.:$~'~\jOOces, you had l'l)n-

Mr. !,..,. .. \ ·,.. )'011

1
wo.•ld J>ay 42 1,.,.... , 't o~ your earnings 

"" .. ,....IStOO.ooO • tar y I hat romea do••n "• axes.. 
la,r .. PII&I PGtitiool~ )'tar, and we had roo to us this J.'&ar, in that 
!~•t; ~ari"it the ;,:~ out $110.000 and ~~I 'b:""Y tn our work
-\~~-~· tiKi fall, •nd~pa...,...' wbon tho basi-. ~bly COOl· 

-.. all of this ,. .. • J' or our impror•rne 18 not ~ much 
'"* Ptolit "• needed Dl$, txpechng w& 

~P~ the 15-pe.-...ent 
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in<ome tax and P.IY for tho impro•t-tf ud reploniah 011r work
ing capital po.ition. 

That 0. why I •Y if I bad known lhia law wu going tO be ofered 
I would oot have made th- improv-ta. 

Senator D.uuu..n. Suppoi6 I owned a factory that bu made 
SJGO,OOO a year profit, u an individual, and 1 wan!Aid to build a now 
plant., and "I I_)Ut that $160,000 in a MW pi&Dt, 1 would have to pay t....., l take 11 in tho $100,000 bracbt, would I not I 

lLr. L.ua Yo.; and I teU you if thO. tax bill a- ihrou«b1 J 
'Wi£h you owned the plant. 

SeriatA>r fu.IUUAr. And that bnocket ,.oo)(l be higbor th&n you 
1'&1 u a corpontion t 

lLr. LA.'f&. That ia ~. u I undentand it., but do you believe, if 
you are conducting a busineoa of this aiu und~ tho p.-nt condi
tio.a, you would conduct it u a COpattnenlbipt 

Senator BAJti<Lilr. No; I would not, but there are people who do. 
Tho Cu.,.., .. ,., Mr. Lane, you mado lh00i6 contracts you referred 

to prior to March 3 of this yeart 
Mr. y.._.,.t:. We signed the contract January 15 of this year. 
Tho CuAIJUUN. Then U•is bill beiP.f you nut oo that propoeition. 
Mr. L•Na We did not go i.nto it without money. 
n.e Cu.AIIM.u:. This it: 00 tho RlOn~y you ll\Ade last. year. 
]l{r, r..,. .. But I cannot replonish my worlring capital poeition 

under that. 
Thuo ,. one other thought I would lika tO gi'·e yoa. W e believe 

the principle upon which this new corporation tax law is bead ia 
aboolutoly Wl80und. In tho fin;t pia .. , tbo Oovunmenttakes upon 
itself the reoponsibility of conducting tho b"""'- by reuon or ita 
earning~ it must pr.y out in dividendi or oull'er the penalty, without 
at. the woo t.imo aSl!llJil.iog tho l't'iponaibility lor tfte damago auch 
action might caU!OI to the ousiness iu tl1o future. 

In otbor words, tho Government. llSillmCII tho )'rorogath'll o! man
agement without a;;suming tho mponaibility for result& 

The CnAJKMo.N. Thanlc you ' 'ory mucl11 Mr. Lane . 
Tho CWJRKA><. Tho next witness ia )fr. Paul H. Wilson, or 
W~r,Mus. 

ST.t.TEXEln' Ol' l'.t.VL 1L wnao•. UUIIDTDIG l'B:E GILAto• 
ol DIGBT CO, WOICEn'EA, JU8I. 

Th• CuAta.OUJ<. llr. Wilson, can you &K through in 15 Dtinutt~tl 
Mr. WUAON. Yes, sir. 
The Cu•JIX.t.l<. You rep,......tthe Grtton 4 Knight. Co.t 
}{r. Wu.eo.><. y..,, sir. 
Tho Cmt~t>~4N. What business ••-e U1ty on_,) in I 
Mr. WnAON. Tho ta~ing of bidot, fabrica1iiig hides and leather, 

IMlhor bolting, aud leather product.. 
The Cu•tMMA><. 1f you ho,·o a br;.f and waut to put it in tbe 

record, tl1a~ wiU be all right., ,.,_~d then you can point oat u.., raain 
Jl(linta to wr, if you want. 

l!r. Wu..oJ<. l: am secretary and COOII>trollu of tJ~e oompany &nd 
ba.,. been with this company for 2i yean I ha., been -retary of 
tho cc.pany si.- 1926. 
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I am •Pj,..rlaa btf~ thi• too~mittte u mv own ,....1, ... , ahd 
holtalf co( I .. Gr~lon .l Kni,h~ Co. '""' purp;... ot "'' tntoin .. ...:;: 
"'"I""''' our lolhill rocnmuleo lh• ill t lft'tl• th~ J""l•-1 ,;, 1 
••II h., ... apon lhh l'(.rpotntion. Loder Lhe- pro,-iJrnHII or "'<'ti ~: 
rho lil'llnn 4 Knight Co. .•ill fr rt<Jnired to I"'Y • tn nf 1!-4;"'' ·r • 
trflt. "'' Itt Jnt'Ortlf'l !'htclt l8 .n lnt'IUSe_ or 50 ~f'('t"OI, .-hith inrt' 
,. an 11n•l"" hortlt<lllp undor lh• p.....,n~ conduoon.. .,.,. 

ThL. t<>lllllln1 wu orgoui"'<< m 1851 and ha.• bt<-n doin<> bt • 
n•ntinu~~~'!•Jnt"e tl111t. dale. l ts bu:tine8!il~ A-i I hav~ ~itl~ [;. th~':!u~ 
IIUIJC of tud( .. , 1111lfl~lft&~tu r:t or Jealber OOJtirlg nnd 14lftthtr pnxJuet,j • 

(!ur pr'(l"'fnl r••l•ttnhtohon ft~ of Jonunry It IOa(i, i!ll u.s foflbl'l'fl• • 
I"''""'' olnrk, 20.646.6 •h~~~ $2,056,nOO; common ~tork a.~~ 

ol11n·•, $1,0117,'17~; ottriJius, P••d 111 •nd eorned $7 11 112 40· ' "' 
I ll~al of $3,8()ii.M7.4Q. 0 o • o IDIKIIJI( 

Our <Mtl .. an.din;c_prrfrmod stock, consisting of 20,M02 1 · 
htl~l hy ~~ an,dt' ulu•~ anra~ring 13.7 i:hares X'r ~ t~ "'res JS 

Our (JUtJ.tandm_g ('(lmmon stoek corurisf /82 ~ ~ 
!Jil~ t.,. 1,73~ indh·idual., ..;1h ..;, n•ra;'~o~ding' ZJ-~7·~~~ is 

l
l .. t<

1
•
1
k of lh• Oralon .l KniW>t Co. is "'idtlv di>lribut-.; arts. 

n &t' IUOO IO tht IH"tfti'T'fd stork nd ~ "''· 
tiM- ft«tpln.'·· dtf!r it wu rtOI')ranitt!. inj;~o~~~~bC:!U:t-t•ndin~:, 
Ill!, of wh~eh $1.14~~lll'l<tifl outst d. Th . dl $1 1760,. 
;., tb• flon,J.o pr&ridto for an annual ':.~";~ fund ::','

1=!'000•-oecur-
1110 ""'t"""' ·~ '"" P,... ' r ~ , .. q . """""· tf- bot•ir- in .... n St une_ •mploys _approximat•ly 1.200 

fa•U>rv tn Shan,:hai Chi rr •,I.e tn lhe Umon, and h.,. a Amoll 
ln.ha:an•l tlf'lltr rtp~nt:ti'on~nin !_bnehes in. Canada, En~land, 

TJt• n>lnl"'ny had a Vt er OOUJ!trtes Of the WOrld. 
•tr•ltntO IIJ> lo and inchtc~~ lj,""'1?'"0" ' pertod thro<t<th it• •ntirr 
J>•nrc!i"ributrd lar~e •mou~ts j.{:f~r.11919d. 1'o that hnw rh• com. 

llurtn~ the WorldlVar ou • IV]( en s Y••rly. 
flnit•d Sta"" O~vemment l~r"'il:'l>any had larj.\'11 conlr8cts with the 
our h •• """bbordll, gun • lin!!" I bt.munufaetunng of war nllllt\riaiB, 
lh• fflJlllllll. ol tho United Sta'to 0 "'•. •nd many othor artie lee. At 
I'Um~t of monty during the war .: ~' ernrnent,. we expended )a_r~ 
t~ ~u'!hiS6 or lor~ quantiti~ :J 't'':iJ: erection o f buildinp and 
I "" IH"Iton ul war materials. I c. ., and other supph<'l for 
~.,"'hod • plont eopacity fa J_Dm..Uately afle r the c~ ol Ute 
;::,.,.ntory of ltatht r and ..,r;JJ! ""~tr n~s.. and a Ia~ z:l:tnd 11•. Pll Prtmanly for war 
MUR od o ne )'Mr 1818 we had . 
(undo ;~ ,.;•~ iodt««t lo banko a~ '::."b:tory "!flu.,l al $11.001,· 
llnat~<ial a-.n~ of $6J48,$00 Du . r l"'rttf8 for boJTOw<'d 
d .. i '-. bu~ duri"#' 11120 and 1~1"h"#' 1919 n did not sutr•r 

• l"'rt to ""'-1 "" ~~ .. -ry 1._, • .... .:i rr••rialo. - ~r .. ~me. but mainly to .::'i:'st;ri:! 

tJ<Gs,f'«l~a \~ 0~ /r~ our r..::'!.;::rc:r ~urin~r 5,! war 
Our dtfltit a~ lh •d /XX!. I I 17811,000; 1921., 

l"'i•l durin11 1020 b tn of 1921 •as $3,M 
,.,,.. dUO!mtlintttd ."' eoh rly in 19'11 dividon1~·1 Dividendo 'fOre 
•h•kl .. tclo " • , n t • oommon 8l k .,.., a ter """ pay~nt, 
••t th• mmm:!,1~:!:n .'he Prtltrnd. ""N'o ~~d. rnly three quarterlr 
wr.,. pold In ocrip "'""' 1921. A portio "''rtnda have bt<ln paid 

' 0 0 tho 1921 dividend& 
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Durin(! tiM< ,_n IM to =~•e1 tho <Ompt.Jiy ..-1 aboat. 
~$)00. and l.booe profits, with U>e .-..1> ...aiiM<I~ l"fCiuc-
tiOil in in.-.nton.., wu u.ed to bquidate tho comJl<UW .. I eel 

In 11127 the companr ~ io fM1Uul« a booli ;-, lho pro>
CO«b of •hich wtre .-1 to pey otr baolt: loouaa. 

Senotor Kn<o (inltrpoai"l!:)· May J interrupt,.... "'thia point, 
Mr. Wi~ I Had you ~mtd I he line. ,_ of boadli, tho 
$700,0001 

llfr. Wn.1101<, Thit iathe.....,. iS6Ue that I am rtftrrinK to. They 
WfMI i06Ut<J in 18117, 

Senator KtNO. l~~te. 
Mr. WH.I!ON, Tht lerna of the indenture were vtry otriet ond 

rigid. l u that. lndf'ntu~ w~ agreed at all tin1~ to maintain a l'('lrtain 
amount.. of ne-t. eaugible ~JJK4& The9e ttrms, we wt-r'f' told, 'ft"t're n_..,. 
sary in ordtr to ""11 th<> bond•. At th~ p.....,nllime ..,. are In t«:hni
cal default on !h.,.. band., b<eaulle of thi.l! particular ~«lion, in u,. 
amount of Sl\70$)00. We ha,·e beow advi!oocl hy our couniO'I that it 
would he illewol for ua to pay any divid.nds on any ot«k 11 long 
as .,.. are in <lefaull on our ~ ind<onturt. 

ll«:ause of I he ltnna of lhelllOrtglge indmlu,.., tht ('()fttp&ll)' ran
•ootr.r dividendJt. u Ira .. minl!l are r<quirtd to lll<'tt the oonking 
fun and oth•r pro•itions of the mOrtW'I:"· yet under O«:tion 13 the 
leu on ira Mminl!l io ·~the rate or 2:2l,i percent. Undtr tho p .... nt 
law the lax woold bt at lbe rtto of 13 percont or lt!lO, and tbio in
c,.... of GO ptn:tnt on the p,....n~ tax is a furtbtr burden on a oor· 
poration whtch is tr~·ing 10 k~p 110in~ ohead. I btlitn a l!oo that 
thU section 1G thould bt further clarified so thAt Oralon ol Knight 
Co. and other cor1·.orations jn smiliar situations wonlcl be •u"" to 
obtain relief under the tlllClion. 

Our bond indenture d.,.,11ot ~pecilicaUv ot•te that we •ho lt not par 
dividends but does lila to that our osoets s'hall bt rnnintalned ol a cer· 
ta.in 6.xed •mount u long as any bonds remain outlit.andin,r: and un· 
paid. Thia provision fJrtlveniJ! Ute payment of dividendo. A falluro 
in tho paymen~ of 8inlcing fuuds would oon.titule a default under 
the l.ertns of the 100~1 and the right$ or all litO<kholdera WOtJid 
bt in jeopardr. 

Smator Kflfo. Rl\·e you mointaiJl<'d your sinking fund ain"" lhe 
bond iMuet 

Mr. Wtu10x. Y.., air. 
Ou• company ia on• wb0010 earnings ore 80riot,.ly atre<Ctd by mar

ket pri""" or raw malniall, namely, hidos. DUring the pt1A 10 
)'Mrt ,.. hue _, aome ftiJ' vio!Mt ftuetuatione in the pri<eo of 
hidt:a. Our innnroriM haTe alwaJ11 beow taken on the buia of eoat 
or m.ubt, wbiohenr is loom-. and due lo Ill- wido ft~uotiont of 
high price~, our innntory 1- in the ptiA han l>Hn Ia'«". On the 
basil of our p.-nt in•.,.ntory a ditrtrWCe of I .,.nt por pound on 
hide prieea io equivalwt to approsimattly $140.000 011 our tolalint't'n· 
tory, whicll At P'-•t i1 approsimal•ly $1,000,000. 

Stnator KD<o. You nl('an t"" peroonal properly omount. to 
$3000,000t 

Mr. WruoN. That ia th~ in .. ntory it .. 11. 
S.nalor K n<a. All of your a-uf 
Mr. Wno1101<. No, sir; •II of the inTenlory, i11<ludinlf hidM and 

leather in the prOC<N of tanning. I might say, that ia1 on tho Hnl. 
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ollh. ,..r w p~ of -r hid<S wu 1~_....,t•; today it it !3 
tftl! That,..JUf1o•"' h .. ortpod OUI prtell(ally aU Of ullr Mrn•n 
fur tho 1"r 111:13 ' ~ 

The C'Juoo•" Ycu "'"not h$!gel 
Mr. WoiAO:.. It ia rtlbtr ri!l<y. 
n •• Crt•I•M·"· you do not praec.iee iL 
Air. WfUIO~< . W~ do not. 
\\'~ har~ had tho unfortunate experienoo of having hidfl i 

dn•1• ~try auddtnly at the Md of tl•e year, ,.bith hu ....,11,~ ~ lar~,. onro•ntory ,......,. lor ""• compelling us l.o sloow 1~ fo 1~ 
I yrar, and largo r•roOts lor the suooeediug ye~r 8impl ~ 
Wfl .hno had to Jlril'f) our im•entoriCJS on the bnsis 0.( uoet /r use 
whu•hfltr ••• IOII'tr. In the yea< 1932, OOcftnOO of this 00:,•;rr~et, ~~ ;!;.r~:.:!., • 1~1 of $11'23,000, whereas in 1~33 our r•roRts amo.:~:l 
1 

·~· ·h. 
1 

•.fllll (lllrt of the profit 111 1933 wu dut to the n•·n-11 ...-, 1n H fl. pnCfti. 

1
,...TJ>• <'ou ........ What wu it last year; did it •how • pro6t or 

TI
Mr. 1\'ruo!<. JAil rear we ohowed a pro6t of about ...,11000. 

•• < !"""" '"· W\ at wu it io 19341 ,.. ' 
Mr. II •uo•. A• I "'"'tmbtr •• l<lflt about *""""""' . h 111M 1 .,..,.,,.,.,.. 111 t o year 
>tnator K11<o. And in 1~1 
llr Wn..eo,, "'• made about $211,000 J • (.,. ta"o olabuln $4(1,000. • a ter tetlmg up a '*"e 
Tht Cuua11n. h hu brtn tho cb ftUt11U1lO lr:oon on~ 

1
.., to anolb 1 antler of your botineoa to 

Alr. WnAt}N· y8~ flir . er 
&naltlr KI!<O. ' • it your r><>rit' 'l. 

your ro.tr.e nllh.er than pay divi~n l.t" your problem l.o build up 
Mr. "'""""· v.., oir. tnt 

. l:l<•nal<>r Ko•o. So lhllt •ny tax 1 . 1 II t.t,...ially iujurioua in yollr OJ>i~~~~ Ut>On that ro110rve or eurplus 
' · ll'u.ooH. Wt belie,•• 50 ° 

&notor Ktso. And ir you ·had . 
dtlauh whh ,.,1,..,, to th obi" !- dn6cot you would 1,. in grea~r 

Mr. WnAO•. Yea, air. • ogahong on your bondot 
_S.·nator Kt:\o YOt · b monu!A>I . • ' mog t enn be lorctd into baolcrupto 
llr. w,.....,,.., Y.., W I I y any .... • . ........ r.~ ' h ~ . wot 1111cb a oondition in 

t h.lf' <b~WA.U.Y, Bul in IUCb 'W" 'ii·not ;,_,.., a yeor you •ould not hue uy 
~ '"""'· But •• could bu' U:r 1 ~:!jJ~NWAU.T. But 100 ""!,oul~,;:: our,_.., ... 
Mr. \\',...,,., For oho . have • '-"e where you 
SfWtHtr (,O~NAI..l.T ;,;~] g )"Hr. 

bu
Mr. Wouo.. ... But it on y tlt&Js wilb carrent . 
lid Chtm up i 1 our t'fl8e_rves are b lnoomr.. 
TI .. ('IIAil>ll~ or;;.• to take e.tro of fu~~WII«Jl1 WO f!'4'l we Ullllt 

oot of ywr · you fot,l you &h ld con ong~~nCJeo. 
Mr. ll'o• ,.., ~.arni~pl ou tako CO I'll of aJI of them 

LMW, ~-,o, l>lr, 
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n .. Cu.aJ~U~•" · Abooot wbat por<>e0Ja&'6 do JOtloKaolda wboa JOtl 
...., malung a pr<.Stl 

Mr. WWit)l<. Wo han nertr carried oul any oo~t policy of 
llttting . up a •t*ilitd amount., but .I would tay aboul. 00 pe~nl, 
dependllljf upon tbo "'"" of our ~ 

Tht> CIIAIIIll•"· Yoo would n<K- pay muclt IJIOC'6 ta" under &!til 
bill on a W-r~em·nl ,...... .. ,.., than under the p.-ot law, would you! 

llr. Wu.80J<. My llltfrp...,t.atioo i.s we would pay ~ po......,.t, if 
we did no~ g<lt any ...,r .. r. 

'fbe C11•oull•"· lithe reserve i.s SO pert»>lt1 you would only pay 
15 pe""'nt, would you not.-never mind, I do not wou1t to 110 onto 
all of Uoat. 

Mr. WuJ!OJ<, The e•i•ling incomt>-tax laws, wb.i~ do not ILllow 
118 to carry over lo,...., applying I hen> againllt the prollto of tiiC· 
ceeding yeart, croata a hutlshop on the COUIJ>any. lnc...,_ or 
decrease8 in our inventory val11es do not create actual pro&w or 
1-. Profit. or 1- oo book inventory vah- are boolc pro&to 
or 1-only. Aetul profits or 1-ac:crtl6 to the compiUIY only 
when lbe inventory it lull fabricated and eold. 

Due to tba nature of our busioeeo, our innntory turuo- it 
sm.U, and to a ttrt&in u~nt it is im.,-ibleto avoid auferinc J!""L 
1- when hide pricoo recede. 

Due to the 1-which this company baa suf0l'6d ainoe 1*' due 
to the der>,_jon and other ca.,_, amounting to $1~,000. our 
wo.rlring capital haa bttn impaired. We belien the only po.ible 
way to IJ<lL working capital to carry on 'Will ~ through earniJIP.-

During lbe 10 years ro!erred l.o, 1926 to 19351 induoive, wolb 
dnficiUI or 1- amounting te ~11,000, it is inte....-ing to no:a 
that our city, Stale, and Federal taxes for tbe &amo period of yeal'l 
amounted to S880,286 • 

&nal.or Ku<o. You have to pay that amount of tuet in that 
time! 

111r. WuAO,... In lhoee 10 yean, sir. The first part, from 10116 
to 19211, our profit. wen> ~,000, and Jroru l~SO to 1~0, inclUiive, 
our '""""" we !'II $2,2t9 000. 

Tbe m•naiJ<lment o# this company adopU>d at tbe very be«inning 
of the dt[ll'\lll8iOn a J.>OliCy o f rtleaoing no emplo,._ who hll aepoDO· 
Ml.8, unl ... nbooolutely ·-ry. Wbi.la the employ-' hool'l weN 
redu<6d, all o r our eonploytftl through !be entire de~ioo bad an 
income, though it wu 1> n:duoed one. Our plan of curtail.mto>t du.r
ing the dep.-ion ,...., 6nrt, the elimination of tbe t>rtfornd diYi
dei>ds; toecOnd, tbe reduction of exoculi.-e oalari .. ; tb.inl, tbe red
tion of ollioe alariN, and, fourth, lb6 reducti001 of ·~ Our 
uecuth· ... oalariM were cut rrom 36 to eo ~t, our oAre liD· 
ployoM and alta employ-, 40 ptr<>ODt., and the f.actoty w...., ill 
pt'n:etlt. Our tO<Qpany subeeribod wbolt>-bear1edly to tlle Pf'OII'tl'll 
of the N. B. A. ana lived up to absolutA'Jy .,..., ...,..m..,l of our 
code. We have ot.<>lutely made oo wsge cuta of aliT Dtttlr6 wbat
I!OOVtr &inO<> tho codea were d'*>ontinuo<J: The Wotpll or our f.-ry 
employeea have 006n rMtored 100 percent, lhe Nlary cuta of our 
ollice eonployets have betln ....wred 00 to 76 percoot, and the cut. 
in lhe uecutivea' Nlari.., blYt> been ....tored appro.xiuta~Y 00 
peox:~nl. Jf it had not boen lor our attitude during lbe depl'611ion, 
our 6naneial condition at tho p..-nt timo might li&¥6 006n bettar, 
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Wlall our prMnt oilualion I doubt ~ry mueb if ·~ oould do th. 
~A II .. bod aoutl••r ·~ like 1M dep'-u>n. 

10 

0... lo tho lllt<t\lOf"J r-. wh~eh we may hne in the fut.un lid 
lo tbo l«W of our bOnd indenture and 10 our ohoruge of ,. .,;.!_ 
<Spol&l, tho pro~ tax ~ un<futributM tamings of eorporot'l::'~~ 
will pron a If"'""' hordship ~ us. A ~ pe....,t tu on undi! 
tnbuiod '"«!",. u eotntJOred With the p.-n~ ap;oroximat~ly J~ ,_ 
.... ~ """'d tlleml8f the ~x payable to the Govenunent 60 Pf 
u otoled. We btlieve tba~ such • tax would be utrtr~ty1>eroenr .t. to UJ. • .... un 11r 

••urthtnnoi'0'1 ln I he event of un expnnsion of btll!in 
tbt rompemy w11l h"n~ increased invcnt.oriet; auc.lat"COun:~·~~reby th~ com pony_ will M'<JIIire •II iiB earnings in ordnr to hav -~n' ~able, 
working upotol to optnte. • ~ ••••nt 

Dl!fl to tl!• comfit ion which the Gnot~n & Knipht C . . h 
"'"'"!!"Will be ,_,ed I k" . St o .•• Ill, t 6 Ml 
will n<>tbf in .tl•e lom1 of :Sr~'bu:'iff ::~~~~pn~~~ !"0

::-ittg .tllf>ital 
&f'C'OUnbe l'ft"tlnbtf'. 'rbe corporation does h , tn . n orltl, and 
ond bu "!' inv,..!'"!""IB in ooeurities which':, ~~ ••-!}~"- eaoh 
IUlcl•n<>ton a r-tiO!I tomllktac...bdist:ribt. urn.., onto euh, Tho.,._, ill .-ted in th busi otlon to the atoekholde111. 

While I ,..p.-nt Ont:n .l ~ h Co. lln muy CIChtr ~ • • rug t_ alone, yet 1 belic•e !Mre 
Kniltbt {<o. rabons m a sundar pooition to the Groton & 

W~ reoli,. tho~ the Go•·•~t must bav . 
pnnapoliOU!'C<\1 of ,..,·tone iotbe tax . e !neome, ud one of the 
~owover, I bt-lie•·c thattht Graton & •.to~ of mcome of corporations. 
llmolarlyaituated •hould not b Knil:(htCo. ond other oon1ponieo 
unfit"r th~ <'il't'lml.tltAnaes. U •,Te an~' lDCJ't'IUe in the. rate or ttx 
default. our tax nte would hnm~t~ we work out from und~r thi• 
do M:'lf'fliel "'"'"'the law, our r~~te~· st,j b:,P to 42M, t>troent; if we 
~~ t, 

1
otdl doul~ •·ory much if we would ,_ , 22¥.! P".~nt, and even lYH en J. uv In n f.HMnt•on to resume 

&nator \VAI~u. You are not ... 
Mr. Wu.110~. No air. paymg preferred dividetl<ltl 
S.o~ator W•w•.'Sine<> what"-·! 
Mr. Wtuow. ltl\11 ~ .. 
S..notor W """' And ~~ ~, ... whfnf yon are not paying any di,.idtndl on common 
• r. Vu.AIO,.. 10'.!1. 
~ ... W•utt. Are yon meetin . 

I'~~ It ••terest on your bonded obli· 
"-~-· ILI.IOK. Yeo, air. ,.,.,....,. w .. WL Abootho 
llr. "'""""· Abooot iMoOOO mneh a y-;. that I 
~tO< w.,~ ... Did • yeu. 
~:':"· A~t 1~":-Y how many tnlpto,..,.. you hod I 
Mr Wt '-'CK.. \ ou said yon hod not S.~otor '1l::·C11Thot;. righL reduned "'~since N. R. A. 1 
ll r. WuAIO!f N. ~your ••nploy""J sfll 

N. I~ A booo • 0• 1"· Durin~t 1933 · 
1 

· work tho .. me hoonl C~M~Id ,;(ltk ~::c' tlrottivo, our buoio..S;:;, ll•e ntiddle of 1933, when the 
working about ~~~II loy ... 40 hou,.. A~':'ted to tl1o fl'!illt whe~...., 

01'1'1l 10 t>l'l'l!trlt limo they on 

•• 
~or 8LAC&. I ,_.. thf numbor of bourw J* day; bow •ll<h 

_,. the bo<l,. pet day Wider K ll. A. f 
Mr. " 'WIOJ< 'Eijrbtbo<ln a doy!Uid $ doyw a......_ 
S.na!Or B .... c .. You ••II wort. u- 8 bourea dayf 
Mr. W IL80lf. WIM>n we hue the buri-. 
Sonotor 8~ACL You baort~-~~ ..! the n.....a- of bourel 
Mr. WnACn<. No. air ; unleM.., ha•e 1111 an....U oilllw
Sanalor B....,.. You......,. only in ~01101-1 
Mr. WWIOW. Yeo, tlir. 
S.na!Or 8LA('1(. A~ J(!Ur empl..,- organioedl 
Mr. WDJIOif. Not that we know of. 
The CHAJa>fAJf. You sr>Oke of undue banlship due to the ltnna Qf 

your bond lndentu~. We will look into that phMC. As UJ>reooinj[ 
the vieww of one Dlember of this eornmittee, I think tJ~e ,,.....;.;on 111 
10 cont....-13 mlldo befo~ Mueh 3 and eonsummatM, we abould ohan~ 
that, beca,_ il abybody hu mllde a oonlrod., bu ineurrtd an ohli· 
~tion, bel~ Mo"'h 8, whe!Mr CQDJUmmatM or not, if the~ ,....., 
n<j!Otiatio~ at tbat time, it Olljrht 10 •P{'ly. 

S.nator Ku<o. If tho obligation is onCur:rtd the liability woul<l 
,...,-uJ~ under th• conlratt. 

What wu the beginnin,r of the dull period in~· .,....penyl 
Mr. W W!Olf. We noli ned a falling otl' in .__ in the nm!Mr of 

1820. 
S.notor Ku<O. Y oo blld 5 dull yean f 
Mr. WWIOK. With the exception of 1933, when ....., did enjOJ_. 

what better buxin-. Senator Kl••o. PriGr 10 11!29 was your oompllDJ ind~M ; did it 
owe eny money I 

Mr. W WIOM. Y", sir; pre-riou.a to 1918, no. 
Senalor Ktwo. 1929. 
Mr. Wn.oo!f. Yee, air; we wen> in debt. Our bond iMue wM datM 

March 1, 1927. 
Senator Kll<o. Y oo ran a toes of $9,000,000 duriO« tho IS-year 

period; is that correct! • 
Mr. Wru!ll><. Yt!;•ir. 
Senator Ktlfo. n ow did you tllke ca~ of that1 Did you ~ 

more bond., or do you ltill owe the moo•r• · 
Mr. Wn.oolf. No, air. We haort~ met our sinlrlng-fund nquirtmf'nl<l 

every year. We have rtduced our inventoriee, tiduced our wortiJ>« 
capital, and u80d the money 10 meet th- deb!& IUid &*>to take care 
of our ~6eit& We ba•esPfllltlittlo or nothing Oft new "''UiprMIIL 

$onlltor KJxo. Do ~ lmow of any way that a basi..- _, 
ean totablitlh a ereditOc.bor thon through a ,_....eand payinc it<~ bilk 
when du~l ~rr. WnA>K. H ovin11a ,_,..e-not uni<M we ba<6 jiOOd "min~ 
e.....-y ytar and we are 1n a pooitiOft where banb migbt be willing to 
loan "" monty. ll(r. Chairman, I would like to lldd a further tbou~bt. I bfli~•e 
that my lintit.<d contact with the FMoral inconle-tu law •in.,. wt 
have bad thllt law indieet• thllt while it may bo imperfeot In """"' 
l'tll!pecl•, olill we have hlld that law for a gnto~t many ,...1'1', and il 
eeetDB to have been DlOI'e or leM~ perfected, and it,.,..,.. to me rother, 
perhapo!, too blld 10 P!""' that law up llOd BUIM!titute one thllt we do 
not lmow what it wiU produce. 1 would l.i.b to f'tCOnlmend tho 
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Senator Ul.A('It . .0.. fOU btliew1 :Wr. Wibola, tbu t""GIII dtri...t 

by a po,...,n throop h,. intoroot an a «>rvorahon'o atod< ..,..,..1.1 be 
.. abject to any btab•r or lo .. r rat~ or tuahon than lhr )>ro61 ......... 1 
{rom "''1 Cllllfr lin• or bu<i•-' 

Mr. \\ JIJ'Ill<. I 1m a froid 1 do n<ol quite underotand. 
Senator u ... ( •. I wall ..... l'OII Ill anodlfr · ·ay. An individual or 

pannendaip CAll make a 1>rofil on trocling in nriou• way., or an 
mdi<'iclual can buy otock in a corporotion and dtJtencl upon 11rofit in 
the •lOCk of the oori>Oration. Do you beJic<e il fa.ir tbal t~ rate hC> 
pa~ on hi• profit on the ooa')lOration's 51oclc ~hould bfo. the .... .., u 
t he rate he I>•Y• ou I he profit he......,; • ., !rom otb~r lin~ of bu•ineu 
endoavor t 

Mr. WuA!Os. My olfhnnd answer wou.ld be "yliS." 
Senator l:h,M'K. If thN'f i~ a twst.ean, "'hatever the tJ\'bt~m iii, that. 

makes 80ule individau'l lli'l' mor$ on hilt,ro6ts derivN) from & ror· 
porotiou'• •lock than 1 .. d..,. from other pro6U., and mak.., otllfr 
indi,•idual~ ;)lty l(."q on their profits de.ri,·ed frout corporation'• "'l)rk 
lbllD ill paid On pi'Clfil• derinlll from any Other indu.try, that WOUld 
be cbau>Jl'eCI, should it noll • 

M.r. Wu • ..alt. l lhink 110, ,..itbom koooring all tbe rondation
Mr. BLAt'K. ·n~ onlY rondition 1 am opftking of 111, a man 11aay 

wake a J>rofit iu <~~wel"'1 \ypt:S of endea,·or, tradinJ as an inclividual, 
from • prof_,.iot~ from any line of business acuvily. illC'ludmg an 
inl"Smtnt in a ("()rpGntion, or an in~est:ment in rHl t.Aatt\ u an 
individua.l. Now, u a mauer o( fainwss, no systtm should ...,._ ptr~ 
milled to Oland, N>ould it, if il give~ cenain mclividual.o an u.,.p
lional rato by reaeon of their inn'St_ment in a corporation and a 
much higher Mue on inroo10 from individual ilwe~htlWI; th•t thoultl 
not be Allo ... ecl to oontinuel 

Mr. Wu...o11. I do not think so. 
&11al0r 81,\~K. l l i1 wholly unjust and COIIII'•ry to C\'trvthing 

wo belie•·• toquitnllle;, is it notl • • 
Mr. W u)!(l:<. I t hmk oo. 
The CuAtlt>rAN. Thank you, Mr. Willlon. T he nest ~·itt~ is 

Mr. R. C. ~'ulbright. · 

STATEJIDT OF ll 0. :ruiJilUGBT. UPJU:SOTB'G TB% 
SOUTJD:Illl FDIE .ASSOClAnOII 

Tb. Cn.t.t11XA~· You repreoitnt the Southtm Pine Aooocialion, 
Mr. Fulbright t 

Mr. F cLNJOtfT. Y f8, iir. 
'11M! Cn.AII)IIAW. Can you finii<h in 20 rninutrJf 
Mr. Ft'LIUitOorr. I wiih to go into ,..,e ph•...,. of lh• ootomal8 

here. 
The Cn.ttalCAN. Tr1• 10 ~ tbronl!h u brieftv a• l""' """· 
Mr. FI7LI\IItOirT. U.lore ,.,.,.in!! into lhel'.-ailalion lor the 80\Jih· 

em Pine Al080Cialion 1 want to take a rmnutt to mtntion one ochtr 
matter, and that refors 10 the amendment made in oN'liCtn 116 (c) 
at page 106 of the oommiltee print, part I, ol lho bUl bofore you. 
Tbal eec:tion duls with di8tributiOM by corporations in liquidation. 
It has bo<n ''"Y •·id•ly cha ng<'d by tho Ron~ upon """"nmenda · 
lion of th<> T reasury Department oo u to provide t hat whore the,. 
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lo mmpkte liquidation or • <Orporauon the """"'""' .-.iftd ,. 11 
heft d"' bfoolit of tho prori<iol\l of the capital, «Une aod a......:. 
- """ I 17-&. Thot two boen tht law pl'\lrious to f934 bot in""iii' 
th11 ... 1ion !'"' rl~ong.:.l l!O OS tO elift!inat.c oorpo...U.: liquldat i<>~ 
fr<>tntho rtpttol gtJili and 1'-8 r>rovt•ton. Now it wu 110 felt · 
UIM .t hat it cOn!ihlutes a CraJ) i.n 11101110 cAbt'e to un~ary taxpay.rw ~ 
fall tnlo tt. ln o!Mr word11, tf a rorpvration liquidated IUld d. 
tribut<d i!Jt (>rop<rtielto its otockholders, tbe stoc:kholdcra d .d II· 

j!!l t .... IJo.Mfi.t.M Of<li?n 111 •idt ""'1- to <opital gains, who.= 
tf tho rorpnra110n oold tis Morlr to ooocber oorpororion aod that her 
-r<'"ft"" hquMia...t iL to ill Motkholdtrs, thor got the btnefitut nd t"7. .... ~r IHJui•lllt witb{IUt any profit. 'a 

\• I hno had- CO....,pondf- from p<Opfe in thew· • 
R&aa.. and on LoaWan. who gut uugbt in that IUld the onl u:!"'an . 
..a. •• that the prort-ion be modo rotrooetive' Lo ~boy 31mfo;.• 
•ht,.. th•re oro .....,. who,.. cornponil'tl ~re caught in that .....! 1 ' 
,.... ....p Alit 

llfnotor K .. o. Some have paid !heir lAXl'S a'te h . •~·· 
r-aaaght 111 the 1 rap. • · -1. r . avtng u.xon 

h Mr. FltMKIO!IT· r.t sh~lcl be made retroactive to 1934 '--· . 
.u, bftn an ~lnJU!t satuabon and iM 80 l"'ffiOgnized ' ~Ui'e lt. 
Htnator Ktxo. If 80IIle hove alroad .d · _,., 

"'-''"111 .. end «tuitable dtmands rrorl J:' ": W<U DO ~oubt bue 
• llr. Fl"UtatOUT. 1 think..,. """ w o have poud. 

I wioh to Matt that the Southtm p · . . 
aort...,..l indltitr.r of the South. we hoe Aalociation rep._nta the 
•-• frw fair.Qred eorporati.;,. and ave 11,~harous small corpora. 
,...,..j"l" m oor industry Th So we a~ <e 11~ part
heel an opportunitJ to ""';.. 0 ~~ th nth•~. fine Asaocia!ion hot not 
to "' onnuolm .. tong on Mo...!f. 3() .1 r>ro• l!lo"" of this bill, buL /"ior 
toni l,hrl Bnot rer)()rt of fh• •ubcoultnl~t~ ".·•fstreb le&se<Co I ~m Wll!l ling. 
11)1 J,J ean.-- . e mm1ttee on 'Vays 

l:lfuator Ktxo Whatperrenl t 11 
tho r•ine ~u>in~ of the Soo tl o. •e lumbcr bu•inm of the· South 
W, 20, r.o~ or 1001 1 1

• 11 r:rnbraced in you.r organization' 
Mr. t'tt.,.tOirr. I ohoold.. abo..t ' 
~ 111111! mills and "" .. ,.,,.J ••ry ,..~ PfrttnL There ora numer· 

•J ""''" from placo to pi- • keep traclc of all of them· ra that 1...._1 thtrt • 
f....., "'!"",__ ns al$o a proflOAI Lo tu w.tributiono 

Tho ( UAtn .. ~. J w;t collfi 
\lr. •·'!-""•••rr. Tho a.'loOCI':f"""'tl~ 10 this bill, Mr. Fulbri ht. 

boon tlonunot«l by tht n...,. ,. consultrod the proposal whi~ h 
. Wtth ••word '" the ·, •hail nOC.di"<:u"" it. c u 
Ulii,NIW' It Wa.t ruJl ' ~Of'nt M'herne; or t • • • 

....... ~ llt<no the:. ~= ~""'' '"•• wltile it .:~:.r5 :~~tr•bu~ !••t 
pr~~~',.P'• in•·

1
ol,-.. l 111 tr1: biii' ti.'<'Ot·•l "" not approving ;1,6 ~~:;.'.~~ 

~ IUUC' l ur lht 0011 • 1!1" 

=I':~:~~~~·; boon ~"::r ~~1111~/,;:~•ke Ot) I!• is biU will not be 
or.,.,.., an.r 1 haw ~.·~~·~in liandti:."'llhon, but I havt bot>n 
ILat h.,. r..... n,.l ~ ".ttl< I!THt i•,.,.: ~'It'" for 26 Y!""W 

• "ioh to .. l' 11 1L. 
0 P'-DIIttona 

• "" Oll~L tllat I do fiOl 
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btne" tlwre itlaor claa of tupaJ•• t.oda'l in lbio coWitry &bal. ..,. 
deawlcUI'I a IU nductioa. J>enoaally, do DOC. think ihio itllhf 
lime for t.u nductiot>~. I beli•ve we buo _.-ily bad Lo uftderao 
eapeoditutM that make it -ry that we raia more reYanue, aDd 
before I ooocludc I ahall mab 110016 IUQ('lltlona along that line, if I 

"''~t the more 1 hare otudi<d the Ollimatea that hAn been p'-lt.d 
.., the Wap IDd w- Commiu.e. IDd LO th.il COIIUiliu.ee, the •oro 
I - eoo••D<ll!d they will Dot raia the rnmoo i~ it ~ will hA 
~uced. 

I 1rioh ro mab- ol.tnatiooc. for the beooAit of this COIIUiliU... 
along th- liD-. 

Now, or count, oor:pora~ ....tllrlll do Dot llbow to ,.._, cUridtnda 
..,. paid; likewioe, incUvidual income·IIX mum. do oot lhow the 
corporation rroou which dividendo are receirtd. It ia a "'7 dillcult 
mau.er hom the data available to •nab aor complete lltUII,J of the 
subjec:t, u the reprt'OOiltati ... of the T.--ury h&ve told JOU; but 
even if they ~011ld gilt comJ>Iele data, from what corporations they 
came llld Lo what incUviduals they were paid, it would otill Dot throw 
much tiaht on the queotion u Lo whet individual tupay..,. will 
a--in tho divid•nds which will be foreed out of the oorporal.iona by 
the new l~ation. It ia DOt oorreet Lo IIII1IM that the same pmiMJI 

who return ae inoome cUridend.s from oorporationa under the p.._..t 
tu I)'WI.em will be the recipimt.t or the additional cUvidco~ for the 
reuon that in a large pen:oentap ol the- the additional cUYidend.s 
will tr!' LO individUals who do DOt bold IDJ oubotaotial amoun~ of 
stoek m cori>Otatione now paying di•idendl: 

S.naLor Kl11G. And undtr the p......,t law will be tnmpt 1rotn the 
pay01eot of weal 

Mr. FlJUliUOitT. Yes, sir. 
Wo can oomr>ule what n\\'enue will he loot, bul we can only speeu· 

late u Lo whet wiU he obtained. The TreaBUry experts ettbmat~ 
$1,182,000,000. Thia to approrimatcly 10 percent of tha eetimated 
corporate income for 1986 and to ba8ed upon tit<! Ullllm)llion that the 
tnbrt rorporat.t income will be tliotributcd under the ... w law. or 
oou .... , thl8 io IIOl oorrect, beeawoe, u U.. T......,.ry point~~ out., a .,b
Btantial par1 or tha inromt may b6 rttaii)C(! at a much '- rate of 
t.u than ia now paid. 

Tbe Cn•••••"· Do 0.0. fi«uroo intlode the 15-percont tut 
Mr. F IIUIO.tOBT. Tber totimatc a t-' of te po....,nl; that il, th .. 

16 ptJ"COnL ph11 u.. ~ork "'- .. r~«~ -proll~:~cu.. 
R owenr, UIIIIIDing that oil of the oorporatc net iDoomt will IJI" 

di~Uibuted we muot. """' -'""' that prac:tieallr all of i~ will poy 
4 percent., ;..hi<b will leave • nft r ... of ~.000.000 Lo be 00111pon· 
111ietl by eurtaxeo paid b,Y individual• under the txisti"3 eeheduloto.. 

In tho ·-of oorpor&tiODS with ttmalf income it ia adml~ by tht• 
Con>miotdoner of Intun_al _Revenue that Pf!"hapo the majorilJ or aaeh• 
corporation• and a ma1onty of the •mliv1du&l ltoc:kholdera o-r 
will ,...p the btnt&t of a lo,..r tu burdfl1 than they aow ......... 
Aeoordin& Lo ~ otatiltica for 1838, the 1114ol yMt ~YailaW. to 1M 
pabl~ approlDIMioiJ16 porotn&. or the corponle--....... 
.. .-.red br corporations bavin& '- than $60,000 ott '-· All 
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w tlMw II IIIIJ be aid !hat tbuo will ~IW'rally bo a .,,......, ti 
l'fll.oct""' •• tho- """buotd rtmot,. to bt ,._;ytd frt>m 011,.11 n al 
nc- an•l ohm Oltotkhold.n. In nlhtr ... ..-.~., non• of tlw> :J:l'i; 
••II b!o noa•lt up f,..om lhiJ ~ but nthtr will Uot d.fttit of iMt" 
t>ill,llr)l Ill' •nr.........t br tho opportunities which ""' a\"lilabl6 ,. 
rl.,...l.• htld "'!lJOracions !" rery grootly ...duce the total tax b rd to 
ttf thfl' CORifJilntN and thtar ownU& u en 

lly far lh• """" important group of ''"l>Oralions from lh 
I)Cttnt o( tn l"f\tnue is fbe cl1~ rdurniug a net.. inoorne of ~0~~ 
or tuo"' 1-""' )'ter. In 1933 •his class returned mora than 30' ' 
of all "'"'""•te net inoontt returned. Thia peroonla ~I'Cent 
I lilt uf the C.'OfJ>OrllliOIIH fltt\'ing Jtss than $00,000 fucf:':: , we_JI IJt 
ri""'".Y lu hn. ,.itl• the pe....-.ntages for lhi'Jle cl._ o, ,• ralh•r 
ttl •JI~t.lrt .for rorrntr yeu~-. H thtS enorn•ous Joss ia to 6e 8 IOWI n by 
t "' '"'"""' thot •·• •hould uptet that id mat o up, ~houJ.I Mllf' fMnl tbt clase of corporatio~ rns, erable b~art. of Jt 

tvtn•• nf $.\,I)IX)J)I)Q or more per ,·ear p&rtieul~~~tnlj .taxah e net. in. 
far th" ntt»t imporcam clq. · , Y JIUtee t ey are by 
''" •n•lr•• of thi! <Ia.'" or corpo r "II d" 

Go""'""""' will not liktly make op ':n'~!' f IIJCb IOIOed l)lat tho 
th-nt and lhtir .,<dhohlttO. , .. rtaso ~ r-Ib·. o. t • tlkll '""" 
'"1 la'f!'l I"Orpontions h~ve alrtad o . or II II tbat """'l of the 
thtor l.ujj._ and folio... the htbicJi buj!~ upf '-d. ~ ~o eondu<t 
all of thtor.,.. iii<OI!It from po ~ o lltribuhng -riJ 
• f••rtain anilabl. dahl ror1:'" ~~~ "nd• have made"!' lnalJ'lllO 
ot •• u,. latN !Nr for •hicb the ,..., a . h~•·o U80d tb11 bocO..,. 
-.11 1 .. IIOlii'NI tbot in the PI1'Sen tienue f"tilt•eo ""' available. It 
lh• u,.,,. II' or• and 'INns C...::: .on o lht> Coonmil!tloner before ;':!!) for 111:11! "and pri~r !"tars. R'::~ actual figurM w~!"" given 
... ,l ami fliiU~ut'nt Yt''iltl\: In l Cb~unatea we.re fttrft for 

lhll"f'al~ Hf lntrrn•l Rt ,•erlue th 938, according to tbo report of the 
~ ntl nt~"t•mt~ M $6,000,000 ~t e;re we.re 69 OOtporntion~ returnin 11~1'hlllt~< rt'lllrt•('ttl by •his elass ~:: = Y,e _•ggrogate t.Axablo ne~ 
:t< ~ lltreent or the tnxabt. ntt inco 'i8L,OOO, which con8titul«J 
( If h~IIA)r.lliJI &hOWit I tint instead fife~ u.~ed by all CO~Or&tiOOI 
ir~];~ ~~ ~,jJ:3~1!t~I~ratiGns unde: the ~;:;~d~~r~~:re '!irt: 

<"<notor Koso. II the GO 00 • 

$.~~~ -itut•d only 30 ~rpora~;"'" wh.,.. ntl inoon1e ex~ 
" r t'l.lltomrr. Of tho t~- . -
~ n•tut• K" \ I · ..... lDCOtnt. 
Mr. •·~- o. ' '" thei<Mal is 1,000.000""" ~ ·-•o•rr. y.._ '"""'pi-

,,L_notor Kuro. h • oald _, 
..,..., to mt ~~ ... - · I . 
)I r . 1\l.aaoun Tbo --an "*'"" the"' -$a.oooro. Th+.; "'•re 159 <orporatiOilo • ao -· of II lll(al ........... $803,000 Dlakiog rtliU"QI of 0\"H" 

~a.,. , .. .,,...._1 ~~":,•1 '""1•rnt<J by aU .r-~ Tba~ con.Ututtd • r ...... c...,,lilotio:i~'"( ..... men ... or .... ~ .. lfrporations. w. i-l:...'lltCJII"' abov, $3~te Dote an(l took~ aa llUbH~ed 
.... """" than thu ·~;;;· and •.• ..leetod r"a OOrflorationa 

" number. brtt by comb" . -llOI"Wons. '"'Ill! them where 
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we lmtw t.be1 .-auld too nontOiidaW ,... fOIUid thoft wwe 18. n
~ona r.prtM·nt, ,..mapa, ... apl:.':imatiou or lha j!nMip on 
which lhe Blln'au of l11~mal lW•wiKI oliO fi.ttu..,.. 

Sonal<lc- Kn<o. Thai •"OUid bt aflu thtir i......,... tal ""' p<~id, 
their corporate tax. 

Mr. Fin..luuOHT. Natural!). tho di.tribution or tht .,.,..,,.,.,ion 
"ould bo, S.nator. 

TIJ.it d ... not mrlu•l• .,.,,. 1120,000,000 or stodr dividontla. 
Naturally, tbe inN1111• from th-73 oorporalions would 1111•¥~ 

to IJC> in u ..... or the luable looome IW•re ... llOrtM by tho llurt'OU 
or Internal Rtvtonu~. ·n1e, range of uet income, •JJ ~hown in the 
annual sh.tenll'nt.s tor the8e corporations, wu from approximatcly 
G to 137 ouilliou dollara, anti in the aggnogote totAl I .L,l ~.000,000. 
In the Ytat 1033, 1~in"t t hi~ incontt, th~ l'Orporations ditMibuted 
$9291000,000 in dividtnds, or a """""ltap d.~riootion of 811Y, 
percen~ of th< toto! net int'll<no or tlie ""'""""'tionl!. 

Tb...., to'il"""tion! out ot this List peid oo di•·idenol.o ot all in 
19331 althoul!h in tht l"""tiO<L• y.._rs of lhe dft~HMillll tbey had 
conllnutd to 1"'1 di•id•nds •••• though thtir eanuugw. thtir Nrrung 
staWI!wts, rtflfctrd o.k6cit&. 

I~ is submitttd that the figu""' for 11133 are not abnormal or out. 
of line witb any prerlous y .. nr fron> wbiob liiKlll a -.p<~riooo llligbo 
Ill! mad• for too....._ that b1 11133 many oorpontiona bod rodu<iod 
thtir ditidtnd nt .. rrom 1•~•ioas hightr' rates ..Web bad applied in 
1930, 11131, and 1032. 

Tbtmfore, by taking the oorporate dwibutiot~ i.o dlvidtnd J~U
oenta~ of 811\i percent and applying the aebedui<s under the pro
posetl Re""""" Act of tm, it can Ill! ""'" that a taxable rate of 
sli!!bUy 1 ... than 6 J)U'OI'nt would como into play. ••ive pmomt of 
$1,116,000 000 would N!lurn to the Govemmont only $06 ,7GO,OOO in 
taxeo. of eoul"80 undor lhn now law it can be -t~ that tl•o 
distribution of $01~~.000,000 would be subitct to added tuotlon in 
the form of the 4-pert'(!nt nonnol tu. 'rberefo,.,, e37,l tl0,000 in 
additional revtnun would ariiiO from tbi.o """""" or • ll'"""d totol 
of $92907[!» of "'"'""" which would como lo tbo Government from 
the td3& Revenue Aet in ita e.ft'ect on corporati001 o·f net income 
over $4.000,000. . • 

The O.U:W.•Jt. Pardon me, Hr. Fulbright. 1 dooiro to a...-noo 
tbat totnorrow mon>ing we will st~ the hearing at 9: 80; ..,.. ha..., a 
~~ numbtr of wi*- • • 

Mr. FtrtMioRT. Mr. Chairman, I aJ>Oic«ia for taki_a« yovr liDJt, 
but I tbilllt this pH to tho nry b8.r1. of nat •• are tioin« '- n.. 
qUMtion ;. : Are ,.. going to «t4- the ..., . ..,,.. bopod fO< undu tht. 
bill! 

Now we ba .. _illod "-f~Ku- in othu ""YL We took allcorpo,_ti.:,.. from tho lll&nua.J,Ihowing $JOJIOO,OOO or...-. of not'
o<tr tht poriod of tht lut. & J"!!O"". and ..,. w..U ~ f or -" of t!'e 
yean. In 11138 t.ht>'&,..... 68 of d.- ...,.....u_ and the1 doo-
tributtd 88.4 po-n~ of their MrDiD,p. • 

In 1136 o.- .... a."- po.....,~; thm-6 wen 61 corpora.Uoc,. La& 
yt'll" ha•lng .. mings ot """"Ulan $10,000,000, with a loCal lltt ••m· 

0$4U- pt, ,_,.._. 
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"" .,f $l,lfAI.OOO,OOO, and lhfr diitriboW $llO.S,OOO,OOO, or -otthiltJC 
tm1" 1b ptm'DL 
~••, apJ1lyth• bill to thmland the a•-e~ rate of lax •ould be 
~ ptlt'fnt Yw 'lf()Uid bne a loos of appr6ximaltly 5 Or 0 Jlel'otnt 
"" all of that tilL"" of I~ large ~rahons by the application of 
tho bill. It would amount to mAny nullions of dollara. 

In 1034 the di..tr~butions of the similar class of corporations ,.., 
~;~ llf,....nt. ll.,.k in 1931 and 1932 Uoe oorporatioAA eamina n~;> 
than fiO,OOO,OOO octu&lly di>lributed more than they ma<k! Thia w,.. 
fc•r. tlot rt111011 th•~ th!!f<! coq>oration• had built up re.;,.•;._ out i 
whorh thoy rould ('(Jntinue their dividcnd·paying poll cite. 0 

I took • grou11 of companies which I knew were out.Jtanding 00111• 

panleo1.•11'<:t"'lrnoro or leo;o at random. J toolc the total income and 
!<f•l on•ldendt for 5 yeara. Those companies w~re th& Anw i. 
ltltJ>hone & Telejlraph Co., American Tobs.ooo Consolidated EJ. con 
Com. Produ<UI, General Electric, General Moto:.S, Pacifio Gu, P~bl~' 
St,.olll of New Jtr!Jty1 l'I"'Cter & Gamble, ReynoldJI T~ St J' 
•nl.~ra~'t Union JfociJic. They had o. tot.tl income for the 5·~~.; 
/:~ N"' 0 

., ,6:fJ,()OOfXYJ and lot.tl dividtnd distribution• of $2,637 
th ~ • ,,.,.. ·~ not o~ of them thu did not diatribute mo,:; 
• an .., Jlfmnt of •Is Nrll.llli(S lor tbe period I firat, had In 
}""'~H..,.totttr .included in that, but I took ;i. ou~ beca,. I f~':;d· 
•~~ ~ 1>-JN!.~~· lliO.lr.ttrnationaJ llarv...Ur Co. bad onteerneJ 

...,..,roo 1wu u•d po1d ont o~er ~ ... ,_, nnn · di 'd 
lnt•mati<lnal lla,.....ttr Co. ke 'Is ~r:"" In •• en ~ 
!ftll>lorlllfnt ont of what it bad~uilt P t.ot B<'':'ff .~d ~t)>t it.o mtn in 
11 0111 of thiotal<lllation. up pnor ..,.t tmW~; butllt ft 

de~~~!"~ ~I;:'; ,rz. ::,~~ miny compo.nies that paid out in divi-
Mr. ~·171.1111rOIIT Numero gs · 

r<>mtlturit'O with ~n•ral st:k""'ll"';:: YOn will find they all ore 
know 1 hrre ·~ COIIIJ>ani.., th•t 

0
;"

0 t 1P· th the other ~~nd, wr 
amolloJ.,.,, How ore you · t 0 "\do at; t.hey como Into llr• 

II io my opinion tha~ tT.:ong .. 0 rna • up this de8citl 
u,...,. wr!l he 4~ J1illion d~l~ estimate rnado b.\' lhc •rrouury that 
lll:l(l "'"''" woufd ••ot be d' "':" OOIJX>rl.le net mcome for tht> ~car 
• ouM Lt llit~tribtut'\l un I ~~hbuted under existing law but. which 
lot!•• ~to be or litllr 0~•:., v~pro~ Ia'!, is l!O highly 'PI'CU 
l':'$r""" u,. W(al macutory ;,;;.~14 est'!"alt! ia uri•ed at b1• 

=~=~hkh ":.': ~~'kd~~:.,;,~.:.:::./:!:.;~~ 
,. " •bout oo ~ a ~ """' "" may ... -..me that this 

~'-'noll•. I lUll inchned ~ as we can mak& at tht. t.i-. 
ca!::'_•~•r the !.trot uail!bJ, ~~6 tb.ot it.~ about what;. i»di· 

'.,. '"'!11>14w. I did IKil ~·"""" statistic8. 
=~ 

1
'- dlttribated, but tb.ot u~rmnc~ the Treasury ~aid tbd 

" • ~1 did nol•y it - ·"~ 'bu•~ot of undi.titributed in
-.r. «UIIUOUT 1 •••·- -• """n ""' 

kotJ> "I' ,.1tn 11 ·f ~<'':"""-'"'that and ( m. ....... 
th. •nlOt•ut ; . o lhtoar fi,uf!!;, ~nator T& ""!' 10 error ; I cannot 
••• 11<11 . 

0 
"''"'"" of OOtJ>orati · •t•a more tho.n double 

obi• en ~~~~~~~':f. thot •.Oruatt. bu~'f:.O~·~~~ad i1no~me in 1933. I •• ,.,.,.,,up to dolt lloe.re .~1na Y"'' wo have been ' w, « rtamly lla a much 

a&ft..."'V& Acr, uae Ill 

farFr '- thio yNr than lut ,._.., WII<M -hinc '"' do aoc. 
dftam of IIOW bap)lt'l& 

Howe,..r, the ....,mption is IIUide ~UK!« ..O.ina law -'Y ... 
700,000.000 will be pa~d ia DOt cub diYidendl, •'*- Ia ltfl the 
actual ~- ao to - cub di•idends 'ftre S211TnC. Tile DOt 
eaob div1dendlo are arri•ed at by •limioaliDI! U.. • • reooiftd 
by corporat.iona. lt will be ~ that wbile it ia tlliaoaltd tbat 
tJie 11136 income will ba considerably more than double thal of 11118! 
on the oth•r hand it ia ootimated that the II«. eaob di•idend.o paid wil 
only be about 28 percont more. I n otber words, wbile the nee. income 
wiU jump from tlll,OSO,OOO,OOO to $7,200,000,000, th& not c&lb di•i· 
Jends would on'{ be increaiol!d from $2,109,0001000 to $2,700,000,000. 
The st.ttisliC8 o dividend J,>•~mt.o by the lu ll" corporation., "" 
•vailable from varioWJ •lalu!tiet.l bureaus, indicate a nmth loi'JI'Or 
proportion of inoome being Jllid out as dividende than revMied by 
1ho eJ!limate of tl1e Commtl81(,ntr. 

Now, taking the $7.200,000,000, we estimate in thia cl,.. of 1111011 
tOrporat.iora, the l-than-$00,000 class, they have about I~ ~~~ 
of the income, or $1 ,0801/¥J.OOO. Tllere will be an 8-porcont 1-, a 
$84,800,000 looo. Applying the 1933 bose U> th- of $$,000.000 or 
o•·u, constituting 70 Jlt~nt of tho income, th•re ..-ill be a 1- of 
$129.000,000, or a total lote of $'21t,OOOIIJO to add 10 tbt S&HIIJO.OOO, 
making $1,()58,00011¥J to ba made up out of thit intent!ning eluo. 
We do not think it can ba dont. 

Senator BlACK. You mMn all of tho corporations under the new 
Low, "" you hove computed it., the Gov~nunent will draw a am.U..r 
amount of lax from them and their stockhold~r11 by th6 new bill 
than by the old lawt 

!l{r. 'Fm.tlRIOirr. 1 think thot will be conceded Senator. 
Senator Dt..~cK. And their stockholders and they would hn•c to 

I'*Y • much sm•llar amount of tax! 
lll r. F o ullltOu T. Much atnallcr. 

CoMpornllt.~~& IIIJtr.?IW;llt <i/ lltCOfft&tu.- e; ttrt<"" ndf!f" ,,..,..,.,., •u•4 Pf'O~ 
~ti'O 01'11 '" COH O/ ~4bl.l tellll ltH•ll l•('Oftllf 

t»r a. a. hlb•tcbtl 

l'ttr a ('Oil.-erJlNt ('(lllftpar1.,. .lhowlna the efl'eet ot tbt p~ltl Ia 11. a. 
l.23SIC; alx tltutrattoM aN ctYta. 10 Mt:b of whk:b It la aMIUWCl u .. c tM 
eorporaUcu:a bQ aa •CUulltd Dtt lDC!OIN: of 13).000 aDd bu tbt'efl .toft~r"'ll. 
l e.. StnUb. owatQC GO Pt-l'(dt of t)e Modi:; J oaee. owatac 10 ~t: a tMI 
Browa. owatrta" !.'0 ~1.. Jt t. aJio ~ Lt.t tbe Pf'...,..l • ..,pt.__ 
aDd df.lhtt'fioal to whk'b flldt atod.holdtr ~ be Mthaed . ,.. neat,. oft'JIH 
b.f •lartee alld omer toto~ne. 

lll tM IrA tllrn lUDNNUOOI (A. B. dC1 0 COIIIPIIDI8) the •oddrloklt,. UYe 
oo otbtr tu:abll tntoe~e tha.D &.be dl'tideadl ~T'ed ,.,_ tht f'OI"'*'8llnM : 
•berfu lr& tM ochH lhrH U108lratloftll (X. Y. aDd Z eompaa .. ) the ,...,, ,. 
bOklen llafft 4Mtm:kte ta.sablrt I~ 

The A aDd X t'OOI!PID'- art 1lt01ted _, tbat tN)' C:U d oni to dl .. rlbor:. 
aU of tbelr Nrnlnp. Thfo 8 aad X (OmflllOW. ca.nooc. atrord to dt.lrlbult ....,... 
thu halr of tbtlr eamlap. wbla.> tH 0 aDd Z com~iel eu a6'ont t·o d ... rlh'llt.-
10 J)e.rft:nt of their tern1~ The eta temeaca tbow the cbaaa I• the taa ....,.... 
elM uDder the~ lltw •Od tile dilla'hnlot.UOD wbldl will a ria .... ,. the 
.,_ fortuate ~rat'oftl. 
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1 
"""1 '" •II~ rat• thAt b ~to the n~tmbo;,.. of~~ y a .lnble and data thn~ has be<:n pa..<6td '• ha" tahts A, 8, C .,!"IDl!tttt. 'J'!>e fi~ pogo. is U[>laualory. ~UIIW'd flrb ht .. aft inro1~~nd X, Y , Z oompAnies, and ha,·o w11l say1 M $~000. r ••iW\ lO liOOO, ru1 adju~t~d ntt inoomc, w& rumpllono. 1"" lirsl io that ~ your attonllon to th6 dilre ... nt ..,t.lod; the OO<IOnd t . J'Ol'OMt of the incowe will b. lrl~lfd; and! the third i• :~~~on~~ IS t!tat
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1 

pof(>Ont will be. dd-ow, nnt er ~be P-nt I th ~I'C<ln. w bO dlstribut.d <ont of ill di.;-._ and ,..:• • A OOmp&ny, di>ltribu.Lod ioo ,.. 111m. .. ''- nplanation l!bo~ /1~ that tho three stoelcbolrero wou < I \'C t.nough exemptions and 

U\'OU& ACT, UJ. 

deductiona to tab ...... of tb<oir out.ide i--, lhoir alarieo, and 10 forth. t ' nder the tn-Atlaw IIW ~ ..-oald be cu.d f2,6t0; oolv 1 woof the indmd..W would p&)' any loa booau•llley would not jcet into the-· bnduu-~.bat ta, the third indiridul would not pay any IU. Under U.. pro(>C*d law U.. oorpan&iaa would p&J' no loa and the iadiridual. woi&ld pay only $1,UIIl. You oan - what lhe r;,ductioo il. Now, lbeu, the B tlOUI[>IUIJ', we wil~-:/'· boa 110 U.prore ila PluL 8ocM of the Jambor l'OIIlpan,. ba•a · they Deld -y 1o 6s •P tho plant in onler to awndad:lmo a bettor quality of l,...boc lhaA they aro now able lo produ.., or it may b. ~ in 1IUCh a _., it. cannot follow tho amortlaation plari that [ would lib to ,.,.. to if I had t ime. ~Y ba<a to reuin ~ r-1. You will DOC.iaa that rorpont ion ud Its stoolcboldero ..,. goin« to [>OY SI,HO, or moro tlwl t.breo linWIO u Dlucb u the fortuoale rorpontioo tha& did DOt ban to bold ita money to build U[> ita plant or do &Dythi"C lib that. 
Tbo third o.umpla illustrate~~ that wbero' • 30 PN\lent ......,rn ioo mado and 70 porceut of the in<oult ia diotribulod, liMon ia adaally """"' aving, u baa boon at~ by the rop.-atati- of the T.ury O.llltrtmont. But in U1at taJJt I .. w. 10 t'AII your attont.ion to thto fact. that U1- oorl?"ratiooa will bt lased ,·ory UlUcb '"""' thaD U.. ~I"> in buou- doing the •m• ulOW>.t of """"'- and ba•· mg the same net inootlMI. 
ThN·e b .. boon a lot or t•llt btl'e about part ... nlhipo, alld I want to tell you about tbe [>OriDtnihipa. Buoi.- of • busi- or 1LII1 .U.. is not eondut:led by pannenbi)liL Wa ba~ the .Uii.tioo OD that.. The Commi,..ioner """t telegrams 10 all of tho oolloctonl in order U1ut ho might h"ve be,.. for IJ1iB hearilljl(_ the numbtr o f partnership returDII ma<k last ;y...-. Tbtro ••re Wll,43i of them ; 0... ,......, oaly 80 that bad inoomoa of ~.000 or rooro. TI>ey .-1 .., illustrAI<ou of a partnership ot $1500,000 inoonlO- 'rh.,.. po..Ule.nihipo wern moot JlkeiJ [>rof...,iooal [>Ut11trshipo; 110me of theiu IP&J ba" been lawyen; 1t bu been a grea~ t.ime for the lawy..., you bow. Now, that i• noHIL Only 83IJ of tho 205,000 had in-oU100,000 or more, four-tenths of 1 peroent of them. But when you take U.. littl& busin 1 1 , I tell you that thil bill malr• it a lot. bardtr ou U.. <OIJ>Oratiou than 11M [10rt11<'rahip, and this ubibit provoa it. &nator BI.AOX. 1 ll•onght you said it """'""" U1o littlo busu-• ta.xee.. 

llr. FvuutlnUT. IL does, pronded llMy can distribute tho 11>0ney. Look at pogo 2. l11the...., of the oompany that boa 10 hold half of it, it. 8hows an lnc.re•se in tM.Xts o( 60 ~rcent, and wlll t.~ it tW. ti- as much u i1 iL were • partnenlup aod tb,.... times as muc:b ao tho more fortunate corpot11l ""' ,..hid> d- DOt h••e to hold ic. montty. 
Now, on the third page, we have .....,led that each of dl6 iiiotk· boldtn bad ouc.ide I&Dbk income of $10,000, S6.000, and 54,000, ,... apoec.i<ely. Tb.,. are prolty good •iubkl amounc. i" m1 rountry, al~~~~th they may be pretty 1111all up hen!. They rep,_..l our bei1a people, onr bolli._ poople down the~. Whore tbty dillribuw 100 poretnt. of the in<Oalt, the LOUI ..._ uodrr lhe p,_..t law would be S5,320, and under the propoeed law tboy would be reduced to ta,480. That may be nice, but u, ... poople oro not dtmandin1 that laaea ba 
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t«!...d "'"' All of this ll'!"t ro ... of basi"- (()ftC.,.. o•tr tho 
""""117• 1M awol and brtsd liM. ban any of thtm '-> ~tntlinJt 7001 
.,.,.,. •P•K th•y want tu reduction IL lhitJ timet Now this y 
rom~y.,... find tho combined tu will bt, 15,710, o r 64 po~t more 
I hill tho taJ of tho""" more fortunately situated. 

StnaLOr JlUJ<lCT. You say thoy ba<e ind~pondwt ineon1e I 
)lr. ~·vuwo1rr. JL ia tlhown in (b., oolumn under outaide t.onble 

rn<Omf, the $10,000 $6,000, and $t,OOO. 
II alao aiiUn\C'JI i'f.at the onlinary exemption for tho family and Uae 

ominary dnludiont will"" oft'scl. by the salary the man ~··ts. 
Now, the Trtasury llAY• it is so easy to get around that by haYin, 

lhtl)l dl'dore • divi<knd ond then bring tho tnonoy b&ck in M add~ 
?P•lal and Jl<\inl4 to, tho grenL privil~ they havo and the ~~"" and 
1n fom••llty w1th. whr<h small corpornu~ns may do this. I wond~r 
hnw nll•·h t>rJ)I'ntnee thoso repr..entat1veo e~r had in the actual 
,..,,.....ntarim1 of corporations under tho laws of 110mo of our S tatt& 
~n '".Y Stilt of •rtxo!, fJ>r •:<ample, before you can l!')t authority to ,,..,..., •. 1'"" .. p,tal llloc:k 1t has to be "''bscribtd, 60 p<'reent id 
1n w1th moory, or the <quivaltnt o f money and checked by the':... 
..Cary of. Ill to befo~ ht will gnnt authorlty to do it.. If you are 
~lilt \0 -If M<><k n~hl!t. you ,..01tld f!OL into eom4lthing lhat ia not 
""''!"itnl aodtr our law. and prefurnl stoek ia not iud 
You loa,.. to !'"ke a rontntt wilb all of tbe stoekbold.n ~ tJ>e1 
wrll ha<t to h•re • la..,..r. Y oo are f;ing to im...- a 1~ of bu-' 
on ''"' •moll """"""'~' p · . •·- .,. mens """hn• hf' ,;-·•T·- Jon& II"St, tc;- 1~ .• lawyer, who will have to 
diuol<-nol i• d.!i';:~ t:nd•;~.:'~'· t:al>otal •trudut6 every time a 
briiC'kfl ht io 1-"'in , t~ ~ i mc:ome.tu experta to see what 

~t,~ 1u~t~~~~~~~ f~~:,'~.t~·~~t"~~t" lot of.our '!'embers who are 
tt.n a ft•w rNurnR: from it.. 1 h a quest:ionnftlf'O. and havo got .. 
II•• dooinn•n. Ono of tlwoll ost'i;• 0

1 ot1ootl ~ eouplo !rom tho Stato. of 
to m~tkt fC.IO.OOO. 1111 e. Uh .. next yenr tlaoy aro goang 

~11orF('u•••"'"'· WM lhnt a cor ralitmi 
., r. 't.IIIUOJrT, y~'8. They M·dtb h 

th•1 ""'ld pay thot 0111 ••d the' 0Y. ~~ a cloee corporation, ond 
nf th•·n• I hat .. nnot do that : pay It ""t~. But tbere ore A lot 
P'" an l'·timalt nf lhtir dtbt . tb notlier one an an adjoining county 
,,nly h.,, • unan inrontt: Tb ty j""otM to take up the plant. ana 
m•lr1tCNl; lht nth~r ont did ey < 0 not . want it. Th1t. one was 
alnn;t fi'!" not ~ any mOMy. They we.., going 

n..- < ,._.,u"' How · ., . 
•J,..·•ol !"'"""'"ti "' 1 !!'>I~ to be a burden i f they are gioen 

\fr f' 1MIOUT. 11wov arft ooJ • 
all nf th• •torkb<>l<ltni to Y l!•vtn FjJOOial treatment if lhey gtt 
1:.;.~· ~'llat ••II "ork all r~:~ w;u distribute it and pay it 
Ill. _, "" ... 1 a ~·IArdilll ;,. 1 · 

0 
- but 8UIIp<lfie .. stOck· und~rtUS j flf'K r:otn~: lo let hi~~~~ :b ':JH'ffltnl rnmor ('hihtren; 

wbl',. 11 ~
01 ~ ~! my Stote or ,·ours eith • DlT!oney in a corporation 
n~-"'""' dtm~ Tr · 6" · · er. H~re &.1"6 many eaMl8 h•n·••• ln•ollol• In praeti .. '\,"" 111 th~ry, but it will work out by 

n:14"b:11~~:'U:KiflujJ l'rdue~i~n in ~~~w:e b~~any e.
11
808 wher6 they can •.v ort ••~ting 8 redo·_: . 11 on t o other hand, I do 

\i'-IOH IU lBXt'S, 

UYL.....-o-& AC'f, ltlt 

Now, there ia llnothtr pro•ioiou that wu in thr ,__da&ioe 
frow the ~ry but which ....., cblflll'td on tho lloor of the H- . 
They gave the <'Orporal.JOII a 2lfrmoolh poriod after the~ of the 
~to det~nnine bow much of the in""""' it ,.ouJd dhuibu44. Jn 
the no- Ll>ey .~ that out. 

The Cu.uD .... l)o von not. tbinlt that ..-u a propor ad.oon t 
Mr. FvuuuooT. If ih•y art going to l!f!l. the DIOfleJ' nut :rear; 

but the troublo is lhat there ""'many compani .. that bllve not the rtlll- idea .. hat their '*' inoome IS unbl they take in~ntory at 
the end of tho year, and L11t n they are able to toll what they are goin1 
to do. 

Senator 'K:oNu. Aooordlng to the d6Cline in thcir inventory for the 
soh•encv of their debtoro. 

?t!r. }'uuuuoU'r. The ll"ndem1n .,•bo talked about hid .. abowed 
that where the f)rioo var~ed 2 or 3 cents he would bo in a bad fix. 

Senator Col<><ALLT. In onler to offset a decline in tbe .. tue of 
innntori .. that ooc:u,.. after the lin;t of the year in dot.ennlning hit 
ability to pay tu .. , the decline should bt. eoineidwtal with the 
income! 

Mr. Fuu~alODT. They would take the iavonto'I at tbe beJinninJ 
of tb1> year and at the wd of the year, and until the latter one ra 
taken they have no way to leU what it is. 

Senator B•lli<LZT. Do you not belie.-e theL any OOI>Ctrn that it 
run p~y well knoq what it hu made in Deotmber of a ytt~rl 

Mr. FULNUotrr. In manufacturing line!!, yes, •ir; but 111 cotton, 
witb which I am familiar, a cotton merch1nt d- not know wh~re 
be is until be geta bit in\•entory. 

Senator BAULCT. We will take the year 1936. Now, he will take 
d10t inventory after the lst of January. He hilS up to lhe middle 
of March to make ou t his income-lax report.. Will be not have all 
of that inventory information before he os required to make out bia 
iocome·tax report eo as to ofrStlt his earnings! 

Mr. F uuuuotrr. Th•t is perfectly correct, but under tho Ia>~• now 
thoy would have to dotennine wnat their distribution would bo 
bt.fore tho cl080 of tho tanblo year. 

Senator B&aiU.IlT. Not n-.rily. 
Mr. FIIUIIItOIIT. They would if they are going to l!')t the bone8L of 

tho achedulo in lhe bill. They cannot get the bf.ntfit of it otberwbe. 
I want to say tbJ. in ooncl~~~;ioo-panlon me, Senator, did vou 

bll._ anolhor qiM!Itiont • 
SenatorB.......-r. No. 
Mr. FuiMJOJn'. I want to make tbia mgooljoo, ~e~~Uemen : 

W e bad a w bill ~ in 1918 that producei'f more re .. oue than 
any opocial tax bill thu wu ~.-er passed. Wo built up a body of 
rtgulaliono under it and a body o f oourt decisiono, and it wu fair; 
that wu the uOIIIJ.profita w . If a OO<'J)Orltioo made es~ profita 
upor il4 c:apit&l, it paid a IOUbot&ntiaJ additionll tax. I do not think 
you will find a lot nf bnsin.., people hollering for it., btrt it will p ro
duce revenuo. If •·e are going to bn·o thia iloubUng up of inoolll4', 
$7 ,2(19,000,000 from th- corporations, which t~o Tn!uury ..UmaLett, 
and I have no ~18011 to believe the Treuury ia not correct, J belle•• 
that WI> could by ret'nlctinlf a tax on which we have the ,...II"Jationa, 
court dt!tiaionJ, and adminurtrative methods all worked out., we oould 
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I" a ...,. _~arp -~ or !U om J8T· I ouiUCf"-- tha~ ... an u... 
punaot IAilllC lor the aduaml w got busy on, rStJi~r th•o w lau11<b 
181o ~a .;j,oc:ulali<t thing. The Tnluury •>.,., •w., are f''lla 1o 
.._ .l.ll2,0iil,OOO"; oow, ·~ are . ..-e p;oiog to make 11 up Thty 
puto~ w~ tbo d1lftrtnt n.f8 10 wh!ch the>: can k.,.p from paying - -IJIDI, and bcl••••me, they "''" be domg 1t.. The la•y~ra and w upt~ "ill allow thtm bow t.bey can do il, a11d to tJ1o txt(onL !her 
- do it you '" j,'Oing lo lack uialcing up tJ•o $1 182,000.000 ana 
UllJ. yw can 8f1. a more ac:eur&te statement than tll()o;o which 'h..-o 
..,... o;otorttd to, 1 do not think it is a good idea w embark on oort..oin 
uptMtolilt& 

l:ll!oator U1..w•. Under this prop<l&'d legislation w 0 ol'll not likel ~ rai• u mucl1 ra,xea "' untler e..ID1-ing h1w; is Uaat. your txmtel. 
)jon 1 

Air: }'a~a•ouT. I tlu~k •·e will raise Ill! much, but 1 do not think 
wo wall ~any &Ubstantutl mcrease. 

S.nawr 81.ACK. Ilow much do you think it would be 1 
Hr. FrtAIIOIIT, 1 have not been ahte w complete my ""tima~A>a, but 

0.... who poy 15 ptrtil'nt or the income, there will be .. •err large 
'-..and t~ooo •"'! pay SO poroen't there will abo be a Jar I 
and 111 tbt •nttJTOnmg tlaso there will bt a gain. IIow much":i ::i! 
bo I ba~ not ..,... able to dettrmine. as I lun nOC. compll'ttd mw 
<XNDpat.aLJOill. ' 
tbo ;~UCL lint rou examined what has been oubruitttd by 

lbeHr. Bu•~e. I hl\'e ... n o'<erJi.hing they bu·e otf~red, both in 
Howe and h...._ I can .ay f do not see where they are in 

~~ any ~,000.000 in addition to the J06fj of tho $1132 o/jOCJ. •1 •; ll""'Jf to I'?"" $200,000,000 ou~ of tho A. T &. T · U1ey 
1
wili !::t, ";:'

1 
:':; ta~.y will no~ pay any tax, and the Ge1;eral ~iot.o,.. will 

S.nalor {ll.AOK llo..• abo t 0 1 Mr. Fuu•••on~. Some IIIC~nbe'" PfP • 'rho ,<l,..w tho dividend~! 
IIWolc, that ;. my wi(e's lcil r lks. .. ~ my IUlllly h~vo A. T. & T. 
Income. It ;;. no~ j,'<>ing l<l'~ako a <limo, o~hem havo n vor~ small 
mtnt" far llthey are coneot td mes llcN)Jl(» to the Govern-

Senator lli.\OK. Uow abou':' th. . h hi 
DOL raioe then• inlo a &till higher b'::k'!t~ e gher brackets; will i~ 

Mr. f'vLIIItiOilT ~ A T & T . boen-- · · · · will pay just what they have 
s....to,. lli.AC.'L 1 lDl Ia lki boo 

4 T •. whodrawdi•id•OO.Illld":~ t tht.Mnc:l<h?lde,.. of the A. T. 
~ •llbey draw n>Ort, it P.•ts ~bent 'il :.,U, on. •o.come·lax bracket, 

.,_•~.Fci.uuo11T. May r •llustnt&-- er. 
,, • .,.,tor 8'-'<L Doia it 
Mr. FL'l.MIOliT N . , or DOll 
S.oator 8~ Ito. ""· 
Mr. Fu ... 101n "~ Dot1 al!tct tbem. •.t an 1 

"'1t:t. . "- un .._.. the ba . 
t(Jn. Y ''e woome from ano• htr 

, lorlli.\CX s tiono. · 'up~ they have inoo •-- · )I F me uvm ••anous cortlOra· 
"·- r. DIAIIOIIT. ) lay } om•Cort answer tho que6tion in Ill 

S.nator llJ.ICK .• y t't!. Y own w•y, 

lt8 

Mr. Fu.-CIJI'r. 11oft io a IDU who bu SUlO,OOO _.. to llatt 
'lrith. Ue get~ t.IO,OW di•a~nd. !rom the A.. 'r. A. T. By YirtM 
of thio law btiJ>c s-J you for«~ IOtlle oc.her c:orporatiou 10 pay 
diridendJ, ~~did w.>l pay btfo_., aod he g<U more !rom lhenL Th" 
is where the addtd .., .... oo - ; i~ is 004. bocaaa of the A. T. A. T. 
.All be 1,.)11 is 4 pueen~ normal on that, and the A. T. A T. ,.. 
ou~ of 16 percent, a net I&Ying or Ill pti'Ctlllt.. Bu~ by fon:iDjl an· 
other corporation to make distribution you geL eoroe mon .. ou~ of 
that, and that i.o ,.)wre "'"tan make it up, bu~ I do 1101 -·how we 
will mak& it I'J'· 

S.Uator UW\OK. Are you an accountantf 
Mr. FoUIIIIOHT. No, oir. 
Sonawr UW\oK. Who IIISiated you io lhiol 
1\lr. F ut.NtiOUT. l'cople in my office. 
Senator BLAWL I an1 asking because your evidcn"" is interMing. 
1\lr. FuUIIUOUT. It hu been worked up in my olk1e; tbe junior 

member of lbe linn ia ...,ponaible lor the mott of tbe ftgu-. 
S.Uator ULAo•. Are you a lawyer! 
Mr. FuUIIUOUT. We are, aod 110me of us ha<1> bad to Item _..,. 

thing about a«<IOlnLinjl and atatistica. 
SOilator Cos:<.ou.,.. r know ~lr. Fulbright io a '"'rY abl. and 

e&j>lble 1a11J't'r. 
i:!onator lbaJU.J<T. There is a dilference of 6i puHnliD two <0&'110-

ratioTUI with the"""" income. 
1\{r. FIIUWOIIT. It would b6 a grNl deal lllOI'e than thalj that it, 

Uoo combined tax tbe corJlOration and the stockhol~ra. If one 
coq><>ration wu in a t>08ition to distribute all of ito inCOtne and ita 
stocl<bold•1'11 did not have any othtr source of income, and tha oth~r 
corporation oould only di~tributo half of it, in that cast U1o one which 
onuld not distribute but half of it would pay mol'l' than three timet 
what the other Jllid. 

S.mawr B&JUW~,., '!'hot wquld oo a ··ery J!T"Al diMdvanta~. 
1\fr. FULMJOJJT. It is a great diserimioatton. This law w•ll dis· 

eritninalo ngainst. small corporatjon.s in favor of small ~uet"tJbii>At 
btcalll!e • t>artnership d.,.., not have to •orry about whotl1er vr not 
they will withhold part of it or improve it& plant; bu~ i f th~ -vc>
rataon withhold& aome w improve the plowt., •t is going to VlY thl't'O 
limos .. much aa the vartne~ip in the illustration 1 gin. 

The point I am t ryi.ng to make is in caM of am•U tax)>ll) •ra i~ 
crtateo a lrelntndoua intquality, and we have explained thi• to tha 
lumber mtn and it d- not appeal to them u being a liOOd policy. 
I migh~ ay in my IM!Ction we ba..., JDJUI1 $11all oii.Jevolopll*ll 
rompaniM lha~ have to keep their money w the COOIJ>I!D1 ia ordu 
to lceep goin~r ill competition with the ~~ &ondanl rompaniea, 
the Tesu CO., and com.-i ... like that, and I can- it would bo a 
tnmetldout dLOCriminauon agaiosl. compaai<s or U>at JIO<'(. 

S.O.tor BLAOJ<. A.iaulll" a onrporatioo owet no monty and hu 
a big IW'PI\13, a11d here iiJ another corporation that ow .. UIOile)' and 
bas DO I!I.LtpJ UL 

lllr. FtrUIIUOUT· 0111'
1 

inaetad of payi!lJ 16 pt""'nt of itt W()Oille 
to the Oo··~nllllcnt, Will not J>AY anYthlllg; lht oth,or, ill.tMd or 
paying 16 perce11t of its i11oome, IDlY ha•·o to [>a)' anywhel't' from 
17 up to 42~ percent.. 

~,;~------~~· _o_~-~ 
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--.or&..aL u II J""' ~- tlUo boll ...... lo ... ti 'o t;r of .n of tho """"""tionoo •• tbio """"''Y wlridl cle - • •• Ilia •rpt..l . llr Fr.- I tbiat alu.atAiy that ....W be 1M ...... ~ 
tor. 11...,.- ,_nly do ot 10 tUI1 WJtb, ....._,... ba .. to 
W. into ('<JIISiU...tion the pooitioo of the al«kbolclon ...,. ...._, ,, io ........... and -~ they .......... adYU!IIap of ... 
.....,..., .... . 

S....tor IJU(lL One h11 a ourplua and the otbor lou to pooy ~naoon.-. But of oroe hu ooly tb..., l!todtholduw ond thoy 
coa clochrt the di-rideoda and put them bad< iDto the ~ a. poid-ia •rpl-, tbry w.-ld ho oa lUI ~y, but al tloey lutft -
•wkhnldrr wbo ketps ,,, OT a ~aardun it appotnted, u I have pou~!Aid '"'" they would haru lJ> ha>·e laWJ""' aDd i1 woald - bo ao -~ M you are ltd IO befio•e. s.Qtor Kt>o. Ibn you .. ,,. tab! .. on tho oopart,.nblp obo•in« 
l.bo nlllllbor and bow it a6octo lbom I llr. ra-HT. I do -loan~~~~~,. that, .....,..t doore ....-. - &_...,. put into tbe """'"' b. lore tlto Houoe Wayo aod MHnt 
CoauaUu-. u ""~ a Souk1r lrma. w .. ld JOII ..U two or throe fVIIIM'I wbo won. 1"1!"-bor a eoportnmhip I lfr. Fm.MK~wr. Y~ air. S....or lu><O. lla. 1M Drpo-., cl...m.d thoa t . Mr. F.....,.HT, I t foil'"'• the eommon·law eoneopt. lf it io a J"U!'..OO. a..OO.tioo it "'"1 ~ a poutDenhip wocler State law, boat 

• b)ocl to l.aub!"' .. a~ :lfiUIJ O( OUr lumber -poni<o 
.... OOj>eMf'robtpo. 
~t<or KD<o. I wlllldtl'td wbotllor tboy claWkJ ia the eopart

....mip eoJ,.... a .-plo of oboe,_. who work~-llr. F,_,OIIT, If tJoey .•~1!0<1 in tbat busi- from .,..., to 
;r-r thor a~ a roparta...,lup; ofihey upoet to d;.p.. of 1M -..P 
ihe .... ,..., ,, -..ld bo • joint «ftlure.. 

~S..U.tor K.t"o. A oouple of m•u who buy a groeory ato~ ond Ita-., 
of otod<, wbat it that I , t't:taD~T. A ~p. "':('or K::: ll.ne Y"" any 6gu,.. showing the ~ .. .,.. :::_1 «>pa r>h•PI-..c!Jo1U.peual'l>iapohO..,.por .. .;:.. ~"':- Wr do ""' hne the e<>mparative ~ Tho a<hor ... ~ "'~ for IIIIU, "!"~ :"'did - ... ..., aftilaWo the 

a~ and .. ....;..~ Cll>pUtotnhopo iuc!Dde mginetring finnt, law ~Ftor Koso. Not i~Uilriali.to or -.. .. r~t ... , . \'\alan. :So. ... --.. ....... _. ~r. Clll:l'ftlt.~t w·e • • tor II% ...,1 .. .;... •~» C:. "~u~· the ~ted .. ~ '" ""G'd i..t>cat. .... ....:: .. _ ~ .. .._ to 1M .-;.. •• ~~it would A'i•• !:U oa .... ·~, II uaet .•nouah for ;,ooor 
~ K..-a. J bad • ~ • II or compa...._ ud of aD ~111 

tho lr*........, of....,_.,... llr. Fn.ooo"' I d bt . I be NOd io ._,_·in 1b'l! ...:..:"' ~ ~L ...,,.. • of ~pa -. -1 W'lU rua ._ $100,000 

~· M:r, •••• 
• 1""· ,_ ... ...., law ..... ond ~ ., ,.. ·~ r wlwro tboy .. ,u ""' ia - of &loa&. I ... ,.._ woe • • .. 
- t11111 Mly r.w _.., of I .....- of iOO,OOO .,.._...,. IU 
-tho&. ...... c-.-.... w .. ,.. "'"" • ,... ............. - . • ito 11,. a...riJ1p ,. tiUo ~?oU . ia &loa HOI!'"" t Mr. r-o..-. Oa tiUo biU: It na • ... Nplllt . S<onator Bu<'l<. Sappoao o rt II liMr ito a ....,.....,.. ..... 
• will i-., tltal bois ia tbo 15 .-........... fw lbe.,..., and tbo rompany do<la,.. a di,.;doetl, .a.lirllf 110.000 .. b ~; 

wba& pemntar of that 110,000 ..td p to &loa Ou a •t fw 
_, 

Mr. FetaCOBT. )L would be ia- of II....-.. S.nator BuCCL I a - of II P""""U :W.r. Fe-.-. Yeo. oir. S.natoi' Bunl.. lf bt wu la ... .u.,..-... I h, it ....W be in • •-of lit Mr. ,..,._,._ Y-. oir. Soutar B....._ ADd if h6 wu a oloddoolder dcnna Ito dee t pa 
"-'tee.. it would bo _._.in- of t.,.._, Yr. v.:.-. , .... oir. S....tor Bu.,.. Now, if he is peyinc -.lor ... .,--r=• tioo tu ond that proiiL otaro iD the ~. the _,..ntioto 
would ~.!!,.or IS~~ on pro6t, woalil it aott Mr. m-. Y-. oir • Sonalor lk.oc:a. WIIOiher he woalcl Ita .. to JIIIT f porM~t or II 
.,........ or n ~·; the! is..,.,...,., is it-t Mr. Fu..moiiT. 'That ia _....s. 8atW.or Bua. So the! iD tho. oetu1 o_pontiOII of liiO poo,._a. of 
eu oa the! ~it llaet- ,....,. ~ ap to n JllllftB&. oo .'
u 11:.- di••cleloda .,.. -DOd. .. paid .. "' &loa ...,.,...., diY>-
dootclo ,... the _,...... ........ . 
~~ c:.;r ... iadirid ........... dee ...,_....;, ~ ao aot ' "" e·te u. tt.at .. ,, Mr.~- No, a r. Wl:edtol- tboy diotriboate it or - . tboy 

muot return l.boir PI'OIJC)Itioaa of 1M ~ ol ... l tw iw. &nator Bum. llo !.loot ill ...uty-of ... --.... it wMlbtr 
or- 1M d~ haft cloocribtd, 10 far u II!- ...,.,..... tiOD ia -*· aa den"'~_. • wido ..,._. 
tiOSI ill t110 - of tu. paid on 11M pnolta wbldl • t.... ,.. - pwotiea, .. ~ wlilt &loa ......,. that ... ladlYid.U ..... rr::..~="; do Clot doo:7 doore ... i ta.lililo, bat. 111M is ..,. ...... ~- -~ ..,_por li ' .... ...,. 
....n .....,.._ .,.. ""' .. a-tor BucL Talla .,.,..n.lf,.. . ~... ,..,.__.._I .....J4 ......... widt M. h&or Bum. You .,.., to pay "'! dee - of 1M .,.,...,._ 
ia ...... ,.... ~to ..... ,..... ..,."''Il', Mr. ,.__ ..,_is--'- . . a-tor BuelL a. if • • • u.- • • mptr , -
........... _,.~~a ......... ;-of~ alllioa dnlllln, ..... 
-'1 ,._ bia ia dee lai«bto' bn.eb'"' on dao pi'Oit ..... oa ... 
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rorporate ~~ork he would btl below the ral<\ you would pay on y...,. 
ineoo>< er•n tl>Ough you are in the low bnokut I 

)fr. truunoTrr. Bu~ when he diee the Oov~roJllflli will grl th~u'& 
S.nator Bu~K. The Oororument may and it may not. It !bat 

lll.J'I t.Mre for ' or e J'tV5 and they declare a dh·idead, or sup
ha lou. it. ,._ 

Mr. FC181mrr. Tbtn he pa.ra prolit on tbe in""'- in nlue.. 
Smacnr Bun. A tu on the prolit I 
llr. FI!UIOICII'f. Y.., air. 
Sonator BuC!I<. What p!'ro<nlage of Jlrofltl 
.Ur. FlluwonT. H it comes in the capital net 1.- or gain1, it 

would he in the IIChedule which runs from 1 year to 10 yeal'll, and 
aealea !rom UO to 00 pert'l!nl. 

S.nator BuC!I<. And h~ forruerly paid 12~ peroentr 
Mr. F"tWUUGUT. y ... till'. 
s.nacnr BuctL We thangod tbat by tho- recent law 
)Jr. FcuoriCirT. Yes, rir. • 
Sfnator BU<"IL You bne rttad where one man who enrybod 

bow ....,. ~ry we.lthy has ~d no income tax at tJl, even th~ 
tho rorporahona throo¥h which be did bu&in-, many of them ~ 
proRts, .Mr. A.largon; 1f d!vidends hod boon doola..OO on the 'otoeks 
1!4 had m var~ouo eorll<lrollons, he would lu•ve bad to pay an incon>e 
tAl<, would he not! 
~Jr. FOUIIIIOIIT, Yea sir. 

d,:~or ll• .. ~•· And.tl•e probability is if tho divideods bad ~ 
·•· ---~ <Orporah- would bo.<e had to pay lor abo•• what 
"'" ·-• ... man would hue to payf 

Mr. FVUIIJOII'f. Y ta. 

P=~'I!;'{''Cl<· And to tlla~ extu~ i~ il on unfair OP".ratioo of tb4 

Mr. Flll.llatOnT l know there . I' . 
any for~~~ul• tha~·will are moqua thM and I do not know 

the ex*" profot. tu ~~~~ ~r~:g:~y j:::J •II ot f'"'"• bttt if you had 
Senator Dt..\CK You kn w th )lay a ot more. 

lbnd of tRJt law ihat l'tlch .. u:,:•·ery uelfort ~· "!ak• to emct any 
llumtrous boJ.., and \Mv alwa- fi ~~ trnen lf difficult; there •re 

Mr F111a>Q, I ' ~· ntf !nom. 
..... ~ for d' .IT •• ••d before this <»mmitl<>e when the 1834 ad. 
.._..,] 3$1_ IS<I!Oi>On that 1 proper adminilltration of a law lib 

~11' lluct. What io tbatl 
•- : IIUIIIIOUT. That ;. where th all 
.. to an a corroration be ·on 1 t •Y ow the gains to aeeumu· 

Senator Dt.~oK. That r,: 1,:., ~·. need~, of tho business en!Alrpri ... 
'lr F · • "'• 18 tt not 
" · • ""'"""'"· Ono hundred . <OIOpany,, but 11$1 P!'rmi"' gains "::,d two 18

1
the personal holding 

ProtwnpUm they are llOOded l . aocumu ate wbere there i• 1 

u that. or mv..unwt ill tho oampeny aucl> 
Saator n........ It ~rtainl . 

kMw,_~_"'liiiOI ba.,. a perrJ't ':u oor dut!. to mah an eJI'ort-we 
~,.._. jtr<lolp is Plnn'tt«< l aw, uu~ we abould - that no 

...,. to pay lmolltr am~un ° talco o.dvanlag$ ol any kiad of 
~· F~otrr. Dut h•re y::. ~ ~~ on their profit. than otbe,.. 

n•tor DL.LU. 1 nnd•~>t•nd th~l'!"t the Op]>(l8ile. 
IS your con&truction. 

U:V&ll\111 ACT, ltU 147 

Mr. FuaaCWT. Tbue ia no qiM'lllion about the co~ of that 
conl'.ruetion. 

You aaked a question about U>6 increaao in the number of copart.. 
nerabipa. Wben the Commiwioner ,... on the ltand he Ita~$! that 
in IM lh .... ....,... !1110,000 partDer'lhipa aDd ia Jill, iOO,OOO; bal. 
if he bad 101>6 bad< to 111116 be wonld ba-.e mown tbere .._ aaJy 
2011,414 paimenbips making retunl8 in ltU, M approximately U.. 
nme aa1136. In 1918 tbue _,. onlyliiO,OOO; ill fliT, 7&,000. 

S.mator BLACL B ow many corporations in 111181 
Mr. Fouuuour. About half u many u now . 
Sellator Buox. A8 a matter of fact. ;t is truo tlwl corporation bu 

been nl!td u a device to kOilp from paying as much tax • • they would 
ha•e to pay doiog ~>uti- u a pertner'S>ip or indi•idual I 

Mr. FDLIUUcnrr. That ;, the ......,., we enaeted t116 -..tioDS I ...,. 
fenood to-1 may bavo'1o COtTect. m~f. I thought lied ion 861-

S..O.tor BI.ACL Tbat is immatorial. 
&nator Kn<o. Is it not a fact. that iadiYidualt who ba•e DO JlUI" 

pooe to e•o.de tax find that becauae of the ch.._. in partnmr aDd 
Other dilllc:ulties, it is adnnta~ to fonn corporahoos_, beeall8e 
in tbia eountrydou can eondtJCt. your businOO!Il more . r ...,li,..,ly and 
COOilOn>ictJJy an with less uncertainty throng!> a corporation f 

Mr. FouwOBT. &n•tor, if lbat were not 110\ the.., would not btl 
any corporat.ioos, becall8e they are the most •n nerablo creatures to 
taxation by States, requiring reports, inspection.t, and tllingo of that 
character. It is n.._.ry where you hue a large num'ber of indi· 
Yiduala in~reeted in aft enlerprioo to incorporate. When you baY& 
six or eight partners, as in mr finn. .... have aome pretty big argo· 
montJI, bi1t when you 'get that 1n a bUI!inms enterprise it b-liS down 
of ilB own "'eight.. 

Senator DLAax .. You can thi~k of no reason why profits made 
through an invl'Stment in a corporation should not lie tu&d just as 
gre~tly na pro8la .made by ln~tment in real l'!lt&to or prof-ional 
bU.S!ne$8 or anythmg elS$1 

Mr. F,;LIWOHT. Oh, ~; there is. 
Senator Bw.CL What ;, it f 
Mr. FuuauonT. I t dependM on tho cha~ of the busiDI'85 the 

oarporation is engaged in. ff they are eng11g&d in the •= chanc
Ier o f enterprise, then you are correct. 

Senator BucK. There iJ no argumwt you can think of eo far u 
tho corporato device is ClOtloerned-tbere ,. no rea110n you can think 
of why profits rec:eived from a corporation as ouch ohould not bear 
just .. much of the burdM of tu&tioo as th- reoeived / rom any 
othor btl8ine881 

Mr. Fot.alonT. F or uamJ?Ie, this matter of ourplus which wu 
discn.-1 this morning; ll><re,. a lot of di1reren"" bet"'""" additional 
eapital111beeribed and piling up •urplu& You cannot declare divi
dend& and impair capital, but you can cu~ down 1h• ourplus. 

&nator DLAG:"- h there any reason, eo far u our economic 1)'111em 
or go••mmental ..,..um ia coneuned why ~ro6t mo.da in i.o•-ot 
in a corporation Should be anbject;\ to 01th•r a omaller or greeter 
amount o f t.u burden than profits made by an individual or partner· 
8hipf 

Mr. FoLIIIIIORT. I would hl\·e to take into consideration allot tho 
faetora. 

Regraded Unclassified 



JC8 Jl&ft!<ll'& .. ar, uu 

~utor Jlo.vs. I .., &allaJt« ODIJ ~ 1M ~ u -h. 
I• tborf> anyduac -..I about • <OrJlORti<ID f 

llr. Fu.-. J1o. ID 
&ftal« Buts. h llMra U1J- whJ a ~ =-"1 & pra6L 

out of a ~ ..... M -=li, obGelcl be lllbjeoMd to a .....,. or 
Oll>alltr uu: than 011 pro&. made in - other ••1 lh&D DJ a ._ 
(>Cli'UiM I 

Mr. •·~oo.,.. I ....,._ UIIIWW thai. eoloiJ from the I&&Ddpoinl 
of }'f<krol t.uatioo. 

&noiOr .8LACK. AJ>y ltandpoi.Dt. 
i\lr. F~rUWoiM'. U they are in the aame eolerprile the burdmo 

Jhould bo the un~~> flO far u F~l tax is oon~rned, but in ihe 
Stai<l of 'ruu a partotnhip dOd uo~ have to PI,Y &Dythin&- You 
.ha•·e to take all o/ thooo d•ililiea into conaideratioo. 

S.nalor ULAOK. I mean a corporation, u web, ancl beeau.e of 
the !act it ;. a corporation. 

S..lllor Kulo. 1'be following wi"- will be herb " 8 : 80 to
morrow mor\ing: 

R. N. Donham S. A. Sweet, Arthur T. Dan~~~~rt, J- I. Dm· 
MlllJ Smith F. Ferguoon, T. J. PriMtlay, Jr., Fred B.. Fairchild, 
J . \v. Olinr, and Jiilm W. O'Leary. 

Tbe t'OIIUilltu.l will .u.nd adjouroed until 9: 80 tomorrow. 
(Wbe,....poo, at 6:06 p. ru., the committee adjourned until St.tllr. 

day, iilaJ i, 1836, at 8:80 L m.) 

)( 

• 
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NEW YORK TIWES Uay l , 1036 

SENATORS MOVE TO INCREASE I . 
TAX BILL YIELD $190,000,0110 
AFTER PLEA BY MORGENTHAU 
I 

SfCRfTARY URGES ACTION 

DefiCit for June 30 Put 
at the All Time High 
of $5,966,000,000. 

INCLUDES ALL OF BONUS I 
Maximum Outlay Calculated 
tor the FlJcal Year, Despite 

Nine· Year Amortization. 

PROFITS TAX PUN BACKED 

Flnance Conwn~ Mo- to 
SimpUfy House Rates and 

Corporation Cl..._ 

., flJAWW CO't..EDQJI 
...... •'I'D .... ,_'b-. 

WWIWO'I'Cift.Aodl-- .. ~ .... -.000 :ru-. _,_ ... ..,. .... -------· ..... __ ,.. .... _ -----.. .... ............. 0 ....... ..._ 

.-...---~.-. .. =·· Ill .... fiiU -------.......... _., -.. llr.'' u ........... . 
--!.. ..... ~·· 

1 
.. ,.... F¢1* ' 2 111 •• "---.. ...... .._ ... ...__~ .... 
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IOVB ro Il(CRBASB 
YIELD OF Tll BILL 
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Prepared by Oliphant 1n ane~er to 
Seo 1ye queet1on that the tax bill 
tbat1t w111 work to advantage ot big 
oorporat1one as against smaller ones . 

• 
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n 1a arpe4 ap.i.ut the propoaed tax_....... tut it ...,.u 

definite~ ld.Dder tbe growth ot bWiiDeea utel'priH ud turtber -po~ 

1a U.t the ..u •tarpriH_, wh1ob WORld 0~ .. line IIUI'plu w1Ua 

wlllob to •XJ ,.. ita 'bui.DN~~ 10M Uaat 8U1"p1u Uld be -llle to 

apa4 it. lluineaa beoauae ot d1atribl&t10D to atockboldera. It 1a e.r

ped U.t in the put 1t 11u ~ b.r .au ot ws.+N.oJMnc dletriwts.ca 

Uld lteep1q een.1JICI that ..U bwli.DeiHI baTe ~ _.bled to pow into 

larcer -·· It b hrtber OODtaDded tbet tha propoeed tax 110~ WORld 

.., ~the pru.,t Mtap tbet tbe larc• corporatiau wwld -

tlJNe to be larce •berM• tha -u corporet1au wwld be ...... llle to grow. 

!bia, 1t 1e ",., ..... , b ... nil. 

Ia lila atet-t to the s _.ta Fiuace Cc.aittee, llr. !leu, ca • 

belt ot the '!ha8U%7, pointed out tbet ill teet '111114er tbe 'bUl the ..U 

oorporetica ia to be taxed .. ob ..,... lleb~ tileD the larce ODe 8114 that 

lldequta oppo1 twd~ 1a ottered, tr- a tax stUidpoint, tor ..-.au.. 

'!'bare are aliiO oUaar enerl to the OOD\elltiOD. 

Olrr1oaaJ.T the or1t1c1• proceeda tr- a u-.pUOD eitber thet 

the atooklloldera in the ..U •tarprlM will not. r.-ilrnet a aabeta\ial 

port.lOD ot the d1w1deDda reoeind or tb&t deduct1Cil ot taxea will beft 

the atteot. ot orippltnc the ..U corporatiOD 8114 preY•t. it tJooa ba'fille 

aatf1c1•t add1t10Dal. t'eda w1Ua *lob to • ; ••. fbe la"-r •• ; Ue, 

ill ••••oe, 11 baaed OD the not1oa tbat tbe Gcmt1"118-'t. aboald Pft • 

1. 
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..,J:Jsi.dT to ...U buaineaaea wbiob U., -:s 11M rltb tbe poNible .Ueot 

ot beo<-1nc weer corporatioow. u it ia deaind to baTe • tax pro

.,. .. baeed 011 tant1011 or enterpriaea 'b7 dH rather tban 'b7 illo

tben euob a propoaal could be cooaidwed, aad it tbe pbiloaoplv wwe 

acceptable a .acb .an equitable aad 100re caretllllT tboa&ltt aat plAa 

could be aqpeted. Bat tbat 1a not tbe pn .. t tax poliCT ot tld.a -Lq. 

It ia -• to tbe poillt to -•ider tile !orMr aa~011, ~. 

tbat atookbou.ra will not re-illnat. Ia coeaiderin& tbia question it 1a 

pertinent to u1t wl:iir atockho14era woald aot re-illnat ar •llr U., abaal d 

re-illnat. Qu -:s u- tbat tbe stookbo14ara no ben reoeind dlrt

denda ban apent part ill tbe aat1atact1011 or tbelr periiODal. nnta aad tbet 

tbe7 baTe tile r '""•r lett tor re-iiiTeatllent. fbe torwer expenditve 

will co, ill tbe loq raa, to illoreaaed d..M aad hence ill a 1arpr _.. 

to re-iDTea~t 1n 1Dduatz7. !be craeatice, ill tbe 1ut ~·• 1a 

tberetore wbetber tbe illd1Tidlaal atookho14er will re-iiiTeat tbe r t•'•c 

portion ot bla dlrtdenda ill tbe corporatiOD wblcb )"1e14M -u- to b1a ar 

prater to illnat it ill - other enterpriae. 

Stookbo14era rltb d1rtden4 ill-• a~ble tar re-illnat..t are 

dlrtaible illto at leut two ceneral cluaea. !be tlret claaa WR1d cc.

aiat ot tboM aotin ill tile enterprlae. 'l'bq -:s be tbe larpat atoolt

boldera or tbq -:s be tbe doeillatinc atookboldera, or U., ~ otberrlM 

baTe tbe cterprlee at IIMrt. Ill tbe1r - tbere will ~ be 110 

ditticult;T ill re-iDTeatiDC. Iladeed, tbe 9WT ~ ..t be, &.. • 
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realistic point or n••· tbat tMJ Uld •ta. corporauca• wld.oll 1• •eelt

iDc to upqd, Uld wld.ch .....S. 1u NrDiqa to do ~. us u-~ 

1d•t1uL ne d.1tt1c:alv, u UIIJ• u u.rerore 111o1W to tbe e1tu.

t1oo or tile aeooo4 cenenJ. oaae or atooltboldare, ~. ta. pue1~ 

cas• wboee etod<boldiD& 1s 1n ta. uture or a 110re or au oa-t s.n~et

-t. !'lleea stooltboldve .. t a. per81184ed tbat tlla •terprt•• 1a wld.u 

their orlg!n•J oap1t.U wsa inneted 1a • eutfic1eDtlT wortlarhUa caa to 

JuetifY re-11lY .. t..t. lleel.1ati~ Yinad theea pue1~ etod<bolden 

are al~ laldara or eap1tU wbo ban"- dre.• 1ato •trutiDc ta-u 

8011q to the •Joriv or dOili.D&tillc atooltboldva by ta. ezpeotatiOD (U 

DOt tba repres•tatiOD) ta.t tllq woald reoa1~ ~~a.betantial. d1Yideada ca 

tba1r 11l'Yeat.et. Ill prectioa, thq ba~ "- treated aa parecaa baY1Dc 

a ola1a ap1.Dat ta. 11la1dare bitt • lees .Corc1bla ooa t.IID, aq, pre

t'erred atooltboldara or boadboldars ba~. 

Carte.1Jll1' tba Yf11:7 ~t ot d1Yidenda to ta. puein h'Ya•tor• 

would be • 110t1nUon to re-1D.nat..t a11loe tba 11011q eoald not be 110re 

JQdic1oul,y ia'Yasted tileD 1D ta. nrr •terpriea wld.cll bad prand !teal1' 

to be prof'1tabla. Oil ta. other hUid, U the pusin ia'Yeator praters to 

paca hie _.,. 1D. - otllar •terpri.aa 1 t .. t be beCQM ba 1a DOt 

Mtiafied or a. baa not "- parnaded tbat tllat u to Ilia bNt 11ltereata 

to keep 1t 1ll tba - pace. 

!lie paopU. wbo uaart tll&t tllq will be ~~upend 1D. tba ••• ·-1• 

or tbair 'bu'"M•••• .. t, 1ll til& lan ~. be tbe -Joriv or ~ 

1Datinc atooltboldva wbo re-t a1ther tba D-uiv to JIIII"8UCl• tba 

,. 
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a!Boriv tbat tbeir eapitu iJIYeat.ent 1a ~inC proper}T buldled or wbo 

neb ·~ to noid tbe ~tot tu.a OD tbe aeeret.ioe to their-· 
pe:raooal, totu .-1tb, npre-ted b7 i.Dftat.et ill tbe -pozat.ioe, 

wbiob ia J.&rael.T due uot OD1T to tbeir oa illnetMDt bat to tbe illnat

-t of tbe pueiYW atockboldera wbo ill .aJQ" ouea repn-t 111 taot a 

llo&joriv ot tbe totu iDT .. ted capitu. 

uount of biJidraDce to apauiOD OD tbe part ot ...U •terpriaea that 

will not be OOIIJ*lll&ted tor b7 tbe iDorNN 1D parcbuiDC power 8Dd b7 

tbe en.ptiOD of tbe mterpriae troa tbe bard• of corporate tuatioe, 

tbe queetiOD at.i.ll rn sin wbetber tbe dieadn.Dtace to tbe part.icalar •

terpriae 1a not outwei&bed b7 tbe adnntacea to tbe greater ••••• ot tbe 

popul.a~oe, tbat 1a, b7 l&r&er pllbUo pollCJ'• "-£ tbeae adnntagea ..:, 

~ listed tbe folloriD&c 

1. lt present tbe 1Daidere uae tbeir power to witbbold deolareUoe 
.--.J .J- .;:z.. , )<1 ' • . "" .:G. ~ (, · -1 _.,._..,_,~ 

of d11'idtiWU tor aeltilb eda~ In MJIT corporeUou we fizld that tbe 4..-

cidoe of iDddera to declare d11'ideda ia ued for tbe pUrpOH ot HlHua 

lCll& or abort tbe stoclt oaed b7 tbeee 1Da1dera ill their ooap&DT. Tbia 11 

2. Ofte OD tbe pnteH tbet tbe 10010-L&l.a•UOD 11 DIC .. JIUT to 
_., .;:<.. ~, 4.~ c. . 

ba1ld up tbe t'ilumc1.al OODdiUOD ot tbe c•~ 1Q' DO d1't"fdm1h are decll.aNd.,.. 
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while t b& 1Daider1 ~ Oil otller 1Dc011e 1D tbe tona ot l&lariaa tra. 

tb6 corporatioc or 1D tba tona ot ill- troa oatllda BoaJ'OH. n. 

tba atock baa baeD ntf1c1aotl,T dapru...S tba 1Da14ars baiT ap eoap 

tra. tba DOIHIM1nat1Jic iATestora to 71al4 a larp profit ._ tiMo:r pro

ceed, after tbq baYa publ11bed tbeir illtaDtiOD to daclara a d1Yidalld, 

17 

to Ullload to Dft •suckare.• rua wldetpraad corporate eYU woul4 ba .ac!a 

leaa UDder tbe propo...S lecillatiOD, tor diYidtllda 1IOilld ban to ba 110ra 

HCUlar· 

). !'he t1Dd11107 of 1Da1dera 11 to cOilllder all otller atook"old .... 

a• DU1aancea w"o _.. 'broucbt illto tb6 aotlrpriH 'beoaue ot tba 80il4IT 

tbq CODtribated bat w"o were uaitller to ban a Y01ca 1D tba --.-t 

of t b& buailleaa nor to ban ezq det1A1 te claia to a retarD Oil tbair ill

Ye8~t. It •- a detill1~ Y&luble -1&1. resv.lt of tbe pl'OjJOiad 

tax bill tbat 1Da1dera Will baYe to tiD pai.u, after tbeT ban 'nc!no•ll 

tba hl.tberto paaa1n i.DYeatora to pl.a.ca tbair 80D41T ill tb6 ctarpriaa, to 

pariiUII4a thea tbat tha corpcratioa 1e llltfioictl,T well -cad to dilu te 

re-ill'i'eat.eut ot profitl. 'l'hia Will keep aauc-t Oil 1tl toea ad Will 

co tar to r..oYiDc ~ aYila of corpcntl --c-t wbich baYa aotuall.T 

kept corpcratiOIIUI troa haaltiJ:T axpeua10D. 

4. 81Aea d1Y1dlll4 raoa1ptl _.t DIOIIaarilT be re-iaftatad ill -

etlrpriaa, - 1t tbeT are not re-iAYiatad ill tba ctlrpriaa 1a wld.ola 

tbeT were aanacS, there Will ill tbe 1-c ~ be a ap1n1'uc of iAYiaa.t 

which~ tlma oat to be 110ra adYiaahla. !Ilia will tlad to keep not aalT 

atook prioea bat 1Ddutri11 ~Til 110r1 1tallla. 
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It ball beeD auae4 ill t.hia dJ.eouaeioe tb&t aarpl'I&He b&'ft 

brougbt. &boat tJ. crowt1a fd OOIIpet.1.Dc •U• t.J.t preo111t -..olT• Dl 

te.ot, boweYer, 1t 1a "'817 •ob to be doabted wbetller tbe larpr •te

prieee b&Ta .... r ll'OWII Mra~ froa :r...illY .. t.et. Ill the Ordill&r7 1'UII 

ot th1.Dp •terpri- do not crow 110 epeot&cDJ.ar~. !be nve.p •te

priee, 1t it ie & profite~e 011e, t.Dda to be .odeat - otlla'wi.ee w 

ebould ban 110re e!ld 80l'a brulrxl01111 ill c .. ~uuc.. !be nooeellh1 •teo

priM which CI'OW' illto e Cbr7BJ.er CorporaU .. or & O..erallloton (-it 

DOt & Ford) b tnd~ ou which ie either the reaa1t of illtecraU,. 

with otbere or 011e ill wb1cb oDte1de oap1tel. 1a inlbaced to illYNt attar 

tbe buaineea iteelt ball ~ted ite poaeibWU ... '11Ddarwr1ten 8114 

J:>anldnc bowsea eer'f'e tb&t tuDctioe ill the tiD&Dci&l world. !be eddJ.Uoul. 

oap1teJ. wbicb ia IUIOe8Mr)' to flAke larp buailleaaea ot the Cbr7&ler ~ 

1e obteiDed either tbroqb ~ 1•- or throaCb 'i'flrT larp atock ia-J 

t;rpi~ it 1e not .-de Ml'e~ t broqh keepin& nrpl.DMa ill the buailleu. 

l'Urtbel'IIOra, tbe IIUI'plllB which 1a kept ill the buaille.. 1• dete

flined b7 wh&t the people who d-a&te lllterpriHa keep ill After thq ba'ft 

teken out enoucb for their 01111 pereoul. 118Dte -.urate with the lito

dud ot li'f'iDc to which thq th1.Dit tbq are 111UUad. Ill -b oaM8 i t 1a 

not the ..U.r iD'f'eetor who -trlbatoe to 8pll0tecalar crowth of •te

prieee. 

It IDBt be cmel...Sed t.b&t 'but= .. ••• wldcb -ot 1DduM :r...i.D'ftn

-t ot dJ.'ITidlllda anUa~ tar :r...~t an ..aq 'llu'•••- at.a 
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DCJ'II to ooatlDue ill enterpr11e1 ill which tbeae pe.rtneJ'II do not bellrn. 

tber &Oft.-nte.l b1.Ddruoe to tbe l1ll1l1lllDa partoer•• dN1re to .. t out 

ot tbe p&rtne:l'llhip to tbe utent ot tbe protite realhecl .., the 'ftllture. 

It 11 enouab tbet tbe courte aDd tbe an oo.pel b1a to keep iaftatecl the 

oapi tel be or1a:Jnell7 tbNw into tbe enterpriee. 

~. it abould be poillted out tbet there 11 noth1Da to 11141-

cete tbet tbe rel.atheq ..U n,orouel7 ~ buiDM- do not 

now haft reaenea rel.ati....q aa areet aa tbe ciaDte ot 1Ddutz7. Baow 

-b reaenea IZlT oorporatioa baa ta, 1D t1Ml IM1J'a1e, -~a 

?r qu11ti oa u to tbe percenteae ot 1 te eolft~ tbe ... ot *1-
f; 

11SII1 probabl;r tbe rel.at1't'8q e..Uer 'llllite. are eol.Ynt •~ quite aa 

h11)111t oot a h1aber1 peroentaae •• tbe large c.ea. 
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TREASURY DEPARTMENT 

WASHINGTON 

MaT 2 , 1936. 

ln Be: '1'be Burden on Sll&ll an4 
L&rge Co rpo mtiona under 
the '!'a% llill. 

I baTe not had time , of coune, to examine thh question in 8:rJ:T 
detail . It aeema, bowonr, that from 0110 way of looldng at i t the 
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lar&e corpoxationa will pe.;y out leas 1n taxea M cgrporationa under the 
new bill than they did 'betore, aaSIIllliJI& that they make no ch&nca in the 
proportion.a of their e&rn1JIC8 which they diatribute anrma11y, I learn 
that a atud;r made oTer at the ledeml Beaerre llo&rd abowa that the latee 
non-fi11811c1al corporations reporting net inc011111 in the period 1923 to 
1929 paid out i n dividends aome fitt;y-aevan per cent of their ut ee.rn
inga attar taxea. Under the Rerun llill the;y would pay fourteen an4 one
fourth per cent on their net ea.rninga before taxea i f they continued to 
pe.;y out tbia proportion of their earninga in dividend•. 

UDder the preaent .let they pe.;y about sixteen per cent. !hia looa 
aa 1t the uw bill faTora the lal"ge corpomtion. .lctuall;r, howner, 
under the new bill there will be an induc-nt to the lal"ge corpomtion 
to diatril:olte ita earninca which don not ex1at under the preaant .let, 
J.a the purpose of the bill h not to increaae the taxea on the corpom
tiona, bo.t to increaae the tax reveuuea to be deriTecl froc the inco""' 
earned by corpomtiona thro~ the personal income tax, t hia ia reall;r 
irrelevant . !b.o abareholdera will e:mrciaa ao11111 preuure on the corpora
tion to dietribute i ta e&rn11>6a, on the ground that otherwiae the col'
poration would be subJect to a te.x from which 1t can eacape thl"'\\Ch 
diatribution of earninga . Under the preeent law, no wch ~ of eaaape 
ex1ate and therefore, under the present law there are no tax 1n4nc~ta 
to diatribution of earninga, while there are i iiiPOrtant tax i .ncentiTea to 
non-d1at r1 bu.tion. 

It •- to me, tharetore, that the propoaecl bill h to be appraised 
not in hrma of the c011parat1n tax bu..rdena on a corpo:ration under the 
old and under the 110w tax -orure• 1t that corporation adhere• to ita 
fo:rmer p:mctice wi th respect to diatribu.tion of earninga, but on the 
baah that the new 1118UUr& pu.ta preaaure on the corporation t o diatril:olta 
ita earnings b;y increaaint; t he &dTantage t o tbe aharaholdera, unleu tbq 

are n ry wealthy, of w.ch d1atr1but1on. ~ 

~--~ 
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!.!8..Y 2. 1936 

I.IE:.:ORANDUU TO SECRETARY IJORGENTHAU 

FRaJ: JACOB VINER 

In Re : Negotiati ons with Ca1na 

I t ake it that the Treasury obJectives are: 

21 

1. A currency system in China satisfactory to herself. 
2. As muon absorption of s ilver by China tor currency 

and other purposes as is consiatent with (l) above. 

The Treasury, as I understand it, is prepared to undertake 
t he purchase of surplus Chinese silver at the market price, pro
vided the purchases are spr ead fairly evenly over an extended 
period of time and provided the Treasury is left with discretion 
as to the precise timing or the purchases. I understand also 
t hat t he Treasury is willing to undertake to give China a credit 
against silver deposited as collateral, against which credit 
Oh1na can draw when and lf she needs dollar funds in greater 
volume than sales or silver at the scheduled rate would provide. 

If these assumptions are correct, then it seems to me that 
the negotiations, as recorded in the tile, are progressing favor
ably tor both countries. The only comcente I feel that I have 
to make are - first, that China should be advised to value her 
r eserves at t heir actual oarket value, rather than at any arti
ficial valuation. The fact that we follow a different practice 
should not be made the basis tor urging a1milar foolishness on 
the part of other countries. Second, the Chinese apparently 
do not wish to peg to the dollar and we are obviously not anxious 
t hat they should peg to sterling. It seems to me that the best 
solution, which gives t he Chinese the advantage of pegging and 
at the same time trees them from the charge by us that t hey have 
pegged t o sterling or by the English that they have pegged to 
the dollar, would be tor them to peg to a mean r a te between dol
l ar and eterl1ng. or course, this could work satisfactorily 
only with a certain m&rg1n or variation eo as t o avoid awkward 
tractions in the sterling and dollar exchanges , and would work 
very bad~ if the dollar and sterling should begin having marked 
variations relative to each other. But ae long as the dollar 
and starling are relatively stable in terms ot each other, t hi a 
seems to me to be the most satisfactory procedure tor the Ch1neee. 
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At the 9: 30 "'eet.1ng t.'l is morning, ~h" Secretary again 
!nquired whethf'r the t~ b1ll would not be pret~y severe on 
e::t 11 en A ced1UIII-ebed corpor:ttione by prevent in£ them from 
b•J1l l ir>e up llurplusee. Haas Justified the prov1e1on in the 
pen1ing bill by pointing out ~hat corpor~tione pay out divi
dcnde and offer to t~oir stockholders •rights• to subecribe 
to otock and t~e ttockholdere in turn p~ in their dividends 
end get more otock. HU,Jr. was of the optnion thnt etock
holder o 1n small oorporatlons would not do that end clted 
1nat.ancee of a few amo.ll concerns 1n Poughkeepsie where the 
stockholder s receive their dividends and spond the proceeds 
but do not subscribe tor r1Bbts. 

Hl:,Jr. also inquired concernlne; tho loop-holes in the 

22 

bill ~hich, 1f not plugged, would result in loss of revenue 
~o t he Treasury. The loop-holes e.re ~ by il'hicb taxpa_:1ero 
and corporations con ovoid payiing the tax. Ollphe.nt expreaaod 
complete confidence 1n ~cLeod's eetimates. Upham, howev,.r , 
feels thgt UcLeod ' s eotimates are based on the Eupposltion 
thst tho loop-boles have been plugged. HU,Jr. lnqulred of 
Ur. Upham who were the men on the Hlll who had raised the 
qu~stion about loop-holeo end Upham repli ed that Beaman, of 
thc 'louse :.egielc. t.ivc Counsel, O'Brien, his assista.o'lt, and 
L!r . Kent of Int.ernal RPvenue are the fellows who lmve the 
tnrornation. Oliphant said he would get 1n touch with the 
three of them and talk 1 t out. 
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llr. lle.-n Ollpbut. 

COP! 

23 
IIAy 4, 19)6. 

Aft.er tha ..,l"'liq -u.c Oil the tax bill, 110rltecl OD llerri-'a 

•UB&&etiOil ot two alight obangea to enable b1a to ban the bill reported 

ra'fOrablJ'. 

1fi th Upbaa and lent, aaw S..... , Parker and otber legialatin ex~ 

perts at and attar lunch to aalte a recheck Oil poaaible loopbolea. I ai&bt. 
aq that l'ur own expert& Oil tbia ar. lleaars . Tun>e;y, lent and Lilli<, and 

poerible loophol.es have occupied 110st or their t.iae ai11ce Marcb first . 

TUmey and lent cootiraed ., stat.eaent tb1s aoming that aU •Jor 

loophole a baY& bean plUBied, and tbere ruain only tboae lliaoo)l • neooa 
aiDOr poaaibill ties or n oid&nce, poaai bill ties wb1ch we alft¥a ban ill 

the case ot aey general tax bill. 

Jty reCIUIYaa or poea1bla eacapea with Baaaan, Parker and O'Brian 

waa not co111pleted because or a special utter I shall aentica balOtrJ 

altboUBh o.n general l.llquirJ they retarrecl only to Section 27(1) relatiJIC 
to 11ltarcorpore.te dirtdende wbicb will have to be reworked bea.uae ot 
tba last aillute ... lldaent ill the Bouse uHos the dhidand year tha -

&I the taxable year. 

Iutead ot llerriaoa•a aucgeation ot a tlat exnpt.ioa ot $2,000 

tor oorporat ioaa with net incoeea ot leaa than t20,000, Parker eusgeeted 

that we adopt ODe table (that with the higher :rataa), let corporat.iou 

ti&UM their tax IDler it, and then tax corpo:ratioaa With in- ot laaa 
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tb&n tJ.S,OOO or t20,000 that rreetiou or the t.x eo celculated which their 

incoee ie or tl-5,000 or t20,000. Much ti .. waa apeot dhouaeing thia 

poceibillt7 or ~~eeting llarriaou'a request tor a1.8pllfioat1011, and it 

look a pronain£. Georae and I worked em 1t aOM thh att.J'DOOII, and it 

loolta u 1! 1 t lligbt be adopted w1 tbout. &J17 loee ot rnenue. 

I lli&ht add, generall7, that having gono throuab tbie whole proceea 

24 

in the preparation ot the Jljtvenue Act ot 1934, end the Revenue Act ot 1935, 

and knowing bow our own atart and the two atarre on the Hill work, thin&a 

are 110ving and are being handled in the usual way, and, aa uaual, tba 

proeeu ot perfecting tbe bill 1r1l.l continue until tiDal enac~nt. 

Dr. Feis called H about a cablegraa rroa Flack relative to tbe 

trt.lla!er or Brenne: in 11&1 te 1 a ottice in Parle to Boa ton. I relaTed 

t ha 11eaaage to Gibbons ae Feia requested. 

con 

1•1 II) 
l&o 
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l®()JH!!I!!U J'Ol! Till Sii'C!!"'.U!I: 

~ther conference• occurred thia morning between repreaentativea 

of tho Canadl.an dht1llera and regresentat1na of the Treaaur1 Depart
ment and the Department of .Tuatice, with the followi"C reiUltll 

Qontolld&ted Pittlllert 

Kr. roroythe, for Conool14ated Diotlllero, made an offer to tettle 

the Gourn.Mnt '• claim {amounting to f4 ,1127, 982.08) for the owa of 

$237 ,500, thlo to 'be liquidated 1n 111ttalllllento. !o oeeure the ~t 

of thh 81110Unt, llr. rors7ihe offered to pl..tce with the Oonrn.Mnt cer
t&ln atock owned b7 hh coq~&DT in a compan;y known ao Dhtilled Llq'I>Oro 

Corporation. Thio atock 1a carried on the boo.ke of Oonaolld&ted D1.

Ullera at a value of $114, 000, llut hao a nominal market value of flO 
a ohare , or $237,500. Pa;rment would be made accordi ng to llr. loroythe1 o 

gropooal froa tlJDe to u- ao the otock in question ohould be dhpooed 

of b7 Conoolld&ted Dhtlllero , the Oovenuoent to a1111111e the lou f or 

&nT a&le1 wn1ch ml.&ht occur at a price lower than $10 per ohare. .Adcii

tional ~nh would be made at the rate of 16 centt per p.llon on all 

importation• of the co~'• liquor into t ho United States until 
settlement haci been made ln full. 

llr. roroTih& wal acirtoed b7 the Oon.rnment 11 conferee• that hie 
offer wa1 unacceptable. 

llr. roraythe ttated that thlo wa1 the final offer which could be 

1111148 b7 hia COIIIJlAIIT. lie atated, D>Oreover, that he wao not in a poa1t1on 

to aka a:AT otter mich would lnvolYe oubad Uing hio oompan;y to the 

,Juril41ot1on of t he tlnited Statu courh and poltiq .. cuntr t o ~ 

&nT JudCMnt which the Government sight obtain after 11UpUon. 

llr. roraTthl ... requeated, &114 acreed, to oubadt the propooalo 
which he baci -.18 in writtc form. 

In the couroe of thio acrn.1Jic'• 41ocu .. ione, Kr. lor~ etated 

that the controvere;r over the eettlement of the Canacilan d1at111er.r 

clal• baci now beco.,. an illpor~t political iuue in O•ne••, and that 

he haci no doubt that if the propooed lechl&Uon ohoulcl be enacted U 

would reoult 1n br•lr1nc down the C&Da41aa trad.e Acr"-'· Be went 
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w..o. tor \he Secretar,r - 2. 

on to taT tbat tile Prime 111n1tttr bad alre&d3 announc:ed that in the event 

the leghlatlon were enacted, it would be neeeaaar:y tor Csnacla to ba•re r&

eourte to the •eaea~ clauua• ot the AcreeMDt. 

llr. Phillip•, on behalf ot seaua.ma, who, •• )'OU baYe preYioud:y been 

advi ted, bad earlier .-de an otter ot f500,000 in .. ttl-t ot the GoYer~ 

ment 't ela1:, which otter waa reJeeted, offer ed on alteruatiYe lo. 2 to 
turlliah .. curit:y tor the pe.yment ot an:t Jud."""nt which the GoYeriiJDent misl>t 

obtain a~inat hit co~an:t in the tore ot a aurety bond tor f?&O ,OOO. Be 

qualitiecl thia by ~ll& that ha would be wUU%18 to increase tha bond t o 

$1,000,000 provided the amount could be r elated t o the current import• ot 
Seagram whiuq into the llll1tecl States at a tl.xed rate per pllon. 

llr. Phillip• waa adviaed tbat llie otter was unacceptable . In thie eon

nection, hia attention wae called to the tact that llr. Seth Richardton , 

l&shiQg ton attorne:y tor hu collp8.ey , bad ad.vhed the Seuate J'inance Co.

=ittte that the co~ would h willin& t o poat a eaah bond in a larger 
aum than llr. Ph1Ui pt 1 pre .. nt otter. Bit attention waa called aho t o tha 

tact tbat he h!Juelt at &D earlie r conterenc:e bad IIU&C81te4 tbat hit c:oq>a:a¥ 

would prob&bl)' be abb &114 willing to turlliah a suret :y bond i n an amount 

ot, ae be aaid, t wo or three 111.1llion dollart. In other wor dt , it we.t 

pointed out to llr. Philllpe tbat his till&l offer in t he aatt er ot tecurit7 

or&de to-c1&7 wu aubatantiall)' lall than prnious ottera wllic:h bad been 
a:ade, at least tentat1Ye17, on bebalt ot hie coq>a:a¥. 

Inatmuch &a llr. Pbill i pe 1 offera , aa be waa told , were unacceptable 

t o the Government, and inaamuch ae be bad made it clear t bat theta were 

the final ott era which would be .-de, be •• ad.Tised that there would be 

no purpote in further meetint;a, and that ao tar •• t he Oonrmoent • • eon

cerned the aa Her waa regarded aa c:onclwled. 

llr. Phillipt was requested t o aubmit hie otfera in writing. Be did 

not acree to do 10. 

paU'M!JDA!lCM 

It 11 t he opinion ot the OoYernMnt ' • contereu (l) that the neco
ti&tiona with the Seacraa Ooq>a:a¥ ban detinite17 br olcen down; (2) t hat 

Biraa l allcer baa no i n t ention of undertall:iJic t o wor k out ... acr•-t 

with the Goveruaent; and ( 3 ) that unlua aubatantial conceaaiona are 

.-de , no 84!%'ee1D11nt 1a poaaible with Conaolidated Dht1llera. 

Tou will r ecall the following pro'fi aion in t he Depart•nt 1 t .....,_ 

randU11 of April 10 , which waa aqeed to b:y the State Depar~to 
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1 6. lt DI&QU&Uoao with the COI!pNlhl carr1ecl oa 1a 
accord&noe 111 th the fore101Dc ohould lie fru.i Ueu u to azq 
oDe of the followiDC ooiDj)&lliu, -loT• DhUllera Corpora.
t1oD--See&ramo, Kiraa l&lkar--Qooderbaa &D4 l orto, CoDool1-
d&te4 D1at1llero, &Dd UD1te4 D1ot1llero, the !r1&8Dr7 Depart
IIOJit &Dd the Dep&rh>eDt of JuaUoe 11111 lie free to prooeecl 
with the lec1ol&tioD. 1 

lD&aaldl &o the DegoU&tiOAo b&Ye pl'oYecl to h fru.iUeoo with tlloe 
SMC~"M Oo~~pazq, &Dd 111 thout I'ICIU'4 to the at&tue of D8&Qt1&UODI w1 th 
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the other oollpNliu , H 11 tho opWOD of the Qoye~t•a coDfereea tb&t 
tho leciol&tiOD p8D41Dg llefol'e tho SeD&te J'iMDOe Ooo.lttee ohoul4 lie 
procle4e4 w1 th at thh tt.e 1D accoTd&Dce w1 th tlloe Wlelent&D41zac bad 
__,DC the \Mil Depal'tMDtl at tho U- the D&&Qtl&UODI wue llecaa; &Dd 
tb&t reco-d&t1oD ahoul4 lie -.de acoor41zacq to \he ~ ~ the 
5tD&te J'ill&nce Oo.n t tee b7 the Seoretu7 of the !r-euey &Dd \he 4ttoi'DI7 
Gcv&l. 
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HU,Jr. called the Preoident and said he had talked 
to Cochran again and the interesting thins is that the 
British Stnbilitation Fund de~ls directly with the Frenob 
banks ; t nnt the British will do all they can to keep t he 
French fro~ devaluing; that we bought another 8500,000 
worth o f gold last night and th&t Cochran i s going to 
see Schacht on Sunday -- he knows him per sonally and is 
goins to see what he can find out. 

~~ 
At tho group meeting asked tho questi on whet her the 

provision i n the pendin5 tax bilt which places a tax on 
undistributed enrnlngs is fair to t he small business man. 
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He o~id no one had convinced hi m that it was. He said, 
Ordinarily, bi g corporations are a handicap t o the little 
feltow. Will tn1s be an additional handicap t o t he small 
dealers? Re turned to Haas and eaid, • tt t here are anewere 
t o this question, three cheers! But if there are not , 
let ' s be big enough and correct it. The pride or author
ship 1s not the import~t thing if it is going to hurt 
omall business.• He added, •t have not bad an answer 
to my questi on from anyone . 
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Dr. Viner cace to Washin,ton today trom Chicago. 
attached memorandum, 1n HU,Jr o hAndwriting, liete the 
the Secretary wents Viner to do while he is here. 
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TREASURY DEPARTMENT 

WASHINGTON 

Ill¥ 2 , 1936. 

lllll)ll'!lmll to SJCilftAltl !.[)I!OI!mWl 

In Be : llexican lfe«o tla t1 ona . 

!L'Jlere are ho poinh in tha llexican memorand.um which 
call for attention. 

J'irat , on pee 2, pa.~ph d, tha Central llank 1 would 
be authorized to acquiN an .. e r up to twent7-f1Ye per cent 
of ita gold a!Wl foreip currency in stock, plu• fift&en 
lllilllon peaoa e44i tional1 • !hil would alee tha tnnt;r-fiYe 
per cent ratio a maximum, w1 th DO obllption on the pa.rt of 
the Cent raJ. Ba.nlc to hold aJ17 silver Wh&hoever a a a reaerve. 
lbat you would -.nt pre1W118bly 1a that the twenty-five per 
cent should be a lllinilllllll. 

Second, the memora!Wlum ends on the tht>me that 1 tha 
Gove:n:~~~~ent of Mexico looks torw.ri to eec:uring a price con
siderably hi&her than thoee prevailing today 1n the inter
national market... I eee no reaaon WilT n ehoa.ld enccnuace 
them 1n thia aspiration. l:exico h profiting ~ficiently 
from the fact that n are providing a •:rket for their ailver 
at an artificially hieh price to ake it altocetber unrea.
aoD&ble on thair part to aile WI to 1*7 etill more. .bide 
from tbeae two poinh, it aee .. to me that the llexican 
a~t h along aatiatact.ory Unee, leading to eome 
abaorption of 1llver b;y llexico bereelf and reaaoD&blo coopera
tion with llexico i n eatablhhing a currency 171tem • suitable 
to har needa. 

• 
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Ur. Thocaa L. UcCerter, ot New Jersey , aaw the 
secretary to<iA.Y. He ~e1d the ho 1d1ne companieD would 
li~~ to get ri~ ~f the Gubsiciary cowpanies, but the7 
!'.re balked by tho prov1Bi:m in the 1935 Tax Act. !'!e 
~ould like to &ee thAt Act amended so ao to re&tonab1Y 
eliminate tlle d1tt1culttes ot taxation on mers;ero. 

HU,Jr. suggoeted that he incorporate his v1ewa 
in a memorandum and sonu them to him personallY , in 
care of Urs. Klot~ , and he would have our General Counsel 
study them. 
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PUBLIC SERVICE CORPORATION OF NEW JERSEY 

Public Service Terminal 

Uy dear Mr. Secretary : 

80 Park Place 
Newark, N. J. 

May 5th, 1936 . 

Yesterday I explained generally the situation of our Company . I stated that we were very desirous of simplifying our corporate structure . I pointed out that our sympathies all lay 1n the d1rection of simplification. I then stated that 
so~e method should be provided under wh1ch the simplification of corporate structures could be brought about without risk of unbearable and unknown tax liabilities . 

3J 

Section 112(b)(6) , which was added last year to t he Revenue Act of 1934 by section 110 of the Revenue Act of 1935 , was adopted by the Congress to facilitate simplification of corporate structures . In general principle, the section meets w1th my fUll approval. However, two technical difficulti es are encountered in its application; 

First, the section requires the ownership of 80 per centum of each class of stock. In our case this is quite impossible. We do own more than 80 per centum of all the voting stock of our principal subsidiary, but one class of preferred s t ock is in the hands of the public and has been for years. It would seem to me adequate if the parent company owned, for example, 80 per centum of all the voting power in the subsidiary . Certainly the result to the parent upon the merger of its subsid!ary is identical. All the properties of the subsidiary will go to the parent . None will be distributed to the outsi de stockholders. Likewise, it would seem to me that the Government would be adequately protected, and certainly as well protected as undAr t he present law. 

Second, I am advised that, under the present law, the properties of the subsi diary when transferred t o t he parent would be given an entirely new basis upon whi ch depreciation i s to be computed. The law requires that the existing basis , which has been establ1shed only after many years of exam1nations and confer ences with the Bureau, be abandoned; and that a new basis be prepared through a method of allocating to the properties some percentage of the cost to the parent of its stock in the subsidiary . Our accounting offi cers advise me that this allocati on is not only mos t difficult and complex , but can not be made w1th &n1 degree of cert&int y . It would seem to me that both simplifi cation and 
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safety would require that depreciation ot a subsidiary ' s proper
t ies continue on exactly the same basis after the liquidation as 
it did before. 

With these two t echnicalities of the present law re
moved , I am confident that we will be in a position to bring about 
a most desirable simplification of our corporate structure, and 
I would assume that many other corporations a re in a st.ilar situa
tion. 

I have asked our General Counsel to prepare appropri
ate amendments to carry out the policies I have suggested . They 
are as follows : 

as follows : 
Amend the first sentence of section 112(b)(6) to read 

"llo gain or loss shall be recognized by a corporation 
upon a statutory merger or consolidation with another cor
poration, if the corporation is the owner or voting stock 
(in such other corporation) possessing at least 80 per centua 
of t he total combined voting power of all classes of stock 
entitled to vote (whether or not such merger has the effect 
of a liquidati on of such other corporation) , or upon a co~
plete liquidation of such other corporation. w 

Insert an appropriate provision in section llJ(a)(6) 
so as to exclude therefrom a transaction described 1n section 
ll2(b) (6) . 

Insert an appropriate provision in section 11J(a)(7) 
so that this section will include a transaction described in sec
tion 112(b)(6) . 

I appreciated very much indeed the sympathetic consid
eration you gave to the problem I discussed . 

Very truly yours , 

(Signed) Thomas N. McCarter, 

President . 

Honorable Henry Korgenthau, Jr ., 
Secretary of the Treasury, 

Washington, D. C. 
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HU,Jr . .as Yery muon annoyed at Haaa tor not looking 
?Ut. t or hi E !lien. McLeod broke down p!lleicall1 because or 
overwork and HU,Jr. telt th~t 1t waa ~ to v~~s to aee that 

35 

n.>t.hl "tg UJo:e t~ ::.+ h&p,pened 1n hie D1Y1t1on ::.:r. l:?~cnthau 
~r.ld t~t rather than have anythtng 11~e that happen 1n t~c 
'!'reaaury, he would ro.t.hcr ask Congreu tor an adjourn.cent. 
Hb uE1d that he person~!y loo~a after the heads or the vari
ous D1v1s1ons with whom he wor ks olocel3 and he expecto the 
head of esch D1v1s1on t o look attcr h1s oubord1nates. 
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!~,Jr . &aid the President called h!o at Fishkill 1n 
r~e·x~ to ~~pointing a ~~ by the nau.e or T~itt 1n place 
o! Jackson . Truitt 1a Solicitor tor the Reconstruction 
Fin' 'nC'e C:>r)orllt1on. Ol1phant told the Secretary he d1~ 
not t h i nk well or th1e appo i ntment at all and would iend 
~,Jr. a memorandum. (Copy vr memorandum attached.) 

36 

(Th1& ~ppl1cant was endorsed by Jerome Frank in a 
letter , dated April 9 , addressed to ur. Edward Greenbauc 
and ~ ent to the Secretary by ur. Greenbaum. Copy attached.) 
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Secretel")' llor&en tbAu 

lloX'iWl Olipbant 

li!l,. 4 • 19::6 

In re: II4X O' Rell Truitt , Solicitor of 
Reconstruction Fin~ce Corporation, 
for position of Assistant General 
Coun el for the Bureau of Int<.rn&l 
Ravt.nue . 

37 

Through T<llleox and Harlan I ban bew o.ble to ~.:et tbe fol
lodn4 1n1'ot'lllf.tion about Truitt . 

lie is rroa St. Louis and 1a about S8 years old. attended one 
or tbe local law ae!x>ole and 1.> a.srried to Senator Barkley' s dsusbter. 

&.oc!Uasa, wbo bolds a h1Cb position in tbe legal start of 
R. F. C. and who works very clo~e to Truitt , -.Jces tbe tollorlng con
fidential atateeent to 'l!illeox nbout bl.a1 "'fiben be tbougbt of l eavin&, 
ono or his former psrtoers urged J ones to lteep b.iJII in 1iash1n.;ton ' tor 
the good of the R. F. c. and the flrll ,' lie is something of a busy-body, 
cre,.ting work for biJDself - conscientious , L>ut not 1 too wide bet.reen 
tbe eyes ' - a pretty good trader - apt to start tnings he can ' t or 
dooan ' t finish . Be M.s tbrolfn several ~~ankeywrenches, and t te 
directoro "ould vote a l eather 110<1&1 to anybody tlu<t took h1a a .. ay 
tro• the R. F. C. • 

Jia llley, General Counsel orR. 1. C. , told lbrlan con1'1den
t1.llly tbat he is a very •ediocre type of l<.wYerJ tbe position be 
bolds ie one which waa created to take e.u-e of bia1 and, be will be 
VIJr'f .,lad to b&YO lU> talco b1a otr his lw.nda . 

{Sigped) llenl..n Oliplrint 

JCK-hbk 
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COPY 

!Jr. Zdwttrd GreenbPwn, 
C/o Gre~nbaum, Wolff and Ernst, 
"ll5 ...u~ 1 o ::m ;, venue, 
" r York, t1ew York . 

:>ear E:"'die : 

Washington, :>. C. 
1016 Interior Building. 
April 9th, 1936 
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~he ~ugeestion has been nade in certain q~ters that ~ 
Truitt be nemed as successor to Bob Jackson as General Counoel 
tor the Bureau. ~ is now Solicitor (not General Counsel) tor 
RFO. Con~1dent1ally, ~1G llte over th~re has not been anal
together plea.sant one, because he ho.u re!ueed to be a rubber 
etamp t or tho Chairman ; I L~ makin& this statement because his 
rel t.ions to the Chairman might be a matter ;)! i nterest to the Seor etcry . 

I haV< worked r.1th ~~ on mony ma~tors , and particularly 
in connection with the Uissow•l- Paoit1c - Van SVIer1J18en matters. 
He is an excellent lawye1•, and has ad:nirablo col!l!:1on E>enso and 
poi se . I have eeen hiln handli ng hie administrative aot1vitles, 
~:1• th~re he t'uJ'lctions beautifully; he ltnowe how to guide and 
coune.l his nucerous aseiatante , and how to keep the work moving. 
Hla integrity !s beyond question. He happenG to be the son-in
la~ 't Senctor Barkley o~ Kentuc~. He la a good friend ot, 
an;\ Hgl".ly regar:l.ed by , Stanley Reed. I think he r.ould be an 
i~c~l oen tor ~he Job. 

Y~urs sincerely, 

(Sl.gned) Jerome 
Jerome ll. Frank, 

P. S. He 1s a liberal conoervat1ve. 
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~. Jr. told Gaston end ~P. Klot~ thls afternoon 
th•.t over the week-end the thouaht CIJ!Je to !tim that he 
~1eht like to go on the alr on tho nlght of Sunday, 
J'l-'\·' 14 , :md aay somethll"-8 ll!te tl':1&: Thio 1S the night 
of June 14. Fifty weeks out of the 52 weeks or t his 
r1sc~l year hsve paseed. Let us take a look at the 
deficit ae it ie tonight . What did the President s~y 
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it would be? Goll"~ today on the noeumption that the 
deficit at the end of 50 ~eeka of tb1o fiscal year ~ill 
be leas thP~ it was the ;revious fiscal year (~d at the 
onme ti~e I want to say that t omorrow we add to the books 
or the ~re3cury $2, 300, 000, 000 tor t he bonus) that up to 
toniSht the President has lived atrlctlY within his budget 
meee~e ~d has done what he oaid he would do. 

The Secretary met !.:r. Paley, of the !rational Broad
C'ISt inS Con;lan.Y , and !.:r, ?e. ley told him thD. t it -;rc.s ab::mt 
tine he ~~de ~other radio opeech ~d ~.Jr. took ocoacion 
et that moment t~ tell him about the t hought he had thAt 
hr mi ght want to go on the air on June 14th. Ur. Paley 
eaid thllt Jim Farley was echeduled for June 14 to apeak on 
the bonus , but that they would put him aside if the Secre
tary roPllY v;anted to talk. 

ID!,Jr. checked thic with Steve EarlY, ;.ho said he 
thouent it wac all right, but that HU,Jr . ought to be 
tpontored by s omeone rather than have it look as thoueb 
he was aok1ng t or the chen~e to talk. HU,Jr. told Steve 
:·.J'ly thPt be wae not runninS tor office ~d there wao 
noth1ng thet he really w~ted, but that if he did talk at 
all ~c would do so feeling tha~ it was sood ~or the rrec1-
~ent. 

The ~ecretary asked Gaston t~ eee the three broadcaet-
11\S etationc and try ~o arrnnec ~ hour for h1.1t. He eni d 
he does r.ot 1·;~t to give tt to e.ny one coopany alene. 
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.. , •• uu. 

117 dear 1lr'. Be llt 

llr. Hackworth and llr. Paavolalr7 han told .. ot 

the utr .. elr intereatiu.s oonteranoe 'llhioh theJ had 

the other da7 with JOU md ,-our a88ooiat.. . I .. 

glad that 1 t waa poaaible to arrau.se thh uee1\ll 

exchange ot rtewe. 

In aooordanoe w1 th ,-our req~teat, I enclose here

with a br1et memorandua on the "Polio,- Aapeota ot 

Proposed Treaaurr .lotion Under Seotlon 30Z. • 11bile 

the atate..nt la neoeuarll7 ac:..emat rough, it oonta1na 

What we bella•• to be tbe essential oonaideratlona 

Bnolo81lret 
11-crandua. 

'lhe Honorable 
Ooldc w. Bell, OWAm~ 

.laiahtant Sollo1 tor General, •rn 10 eo'QlO 
Depart.at ot .Juet1oe. 

-·~- -
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DEPARTMENT OF STATE 

D IVISION OF TRADE AGR£EMENTS 

IIDIOIWIDUJI 

41 

1. The German praot1oee aga1net 1dl1oh the TreuUI')' 

oont.-platee the 1apoe1t1on of oounterTailtng dut1ee 

arlee out of the foreign exoh&nge oontrol operattnc 1n 

tN.t oountJ')". They ehould, therefore, be appropr1atel)

regarded ae ourrenoy aeaeuree, oonet1tut1ng epeo1al forae 

of ourreno1 ~reo1at1on. Thle nature or the praot1oee 

1n queet1on 1e entirely olear 1n the oaee of blooked 

urke, A.Sli -.rke, and barter traneaot1one. The eor1p 

procedure, although eo.nhat aore ooapl1cated, 1e or the 

.... general character. The bond procedure 1• 110re or a 

borderline caee and may oonce1vabl.7 tall oute1de the 

ephere ot purely ourrenoy aeasur••• 

a. Ourreno1 lllall1pulat1on of the general t7Pe ueed 

1n Germany 11 eaplo7ed b7 a number of other European 

oountr1ee and b7 seyeral oountr1ee 1n South Aaerioa. It 

1t 1e decided to 1nYoke 8eot1on 303 apsnet Geraa.D1, it 

1e 41tf1oult to eee bow the Treaeur1 can tall to 1nYoke 

the proY1e1one of that Section againet the other ooun

triee .-plo71Dg the .... praot1oee. 
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3, The 1nYooat1on ot penalt1 .. ap1net ourreno7 

prooedur .. wh1oh 1nYOlYe partial dapreolaUon h boWld 

to oau" 111-teell.na !lD4 ie likely to lN.d to retali .. 

U on, eepeoiall7 1n Yie• ot the taot that 110 pWlltl .... 

action • •• taken b7 foreign countriee concerned aga1net 

the depreciation ot the dollar and the other ourrenc7 

meaeuree adopted b7 ue. 

•· Trea1ur7 action Wlder Section 303 a .. inet euoh 

South Aaerioa.n coWltriee u Arpntlna, Bracll, Ohlle, 

and Urucu&J, wb1oh e~lo7 multiple ourreno7 eyet .. e 

ee•entiallT etailar to that or Geraany and acainet wbioh 

oounterYailing action would log1oall7 beco.e unaYoidable 

onoe it ie taken qa1net Gel'llalll , would be partioularl¥ 

unfortunate 1n Yiew ot the approaohlllf: oonterenoe at 

Buenoe .t.1ree. 

6 . In ad41 tlon to the Ul-teellng that 1 t woul.d 

generate, ooWlterYaU1ng aoUon aplnet Olll'reno)" .. u ur .. 

would r .. ult 1n eubetantlal inJIU')' to our u:port tra4a. 

There appeare to be no doubt that 0ei'UII7 ie ezperllnoinc 

at the pr .. ent t,_. senu1ne 41ttioult1ee 1n proour~ 

dollar uohaJice wlth 11h1oh to ~ tor her 1.11por te tro• 

the United ltatee. Her purobaeee tro• the UDlted ltatee, 

partioularq ot agricultural produote an4 oertalll raw 

.. teriale euoh ae cotton, truit, tobaooo, lard, lu.ber, 

petrole~ an4 ooppar, han alreadY been veatl7 reduoe4. 

luola 
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SUoh t r a4e ae et1ll u:lete hae been .. a.. po .. l ble .. lnl¥ 

bf the .-plor-ent by the 0.1"8aJl QovernMnt ot epeo1al 

ourrenoy &rraft8e•enta. the 111poelt1on ot oounterYa111nr 

dut1ea on a l ong 111t ot Gel'llaD gooda beoauae ot auoh 

arrangeaenta would, ot oour1e, reduce our purohaaea ot 

Ger.an gooda and thua l ea4 to a atlll further l o .. 1A 

our aalea to CM1'8&1\7• !he aue oonaiclera tloJW apply to 

the other European oount r le• .-ploy lng ourrenor ..nipula

tlon and t o the South Allerioan oountriea nued abon . 

6. There le no evidence t hat lllporta t r oa oountr1aa 

with aultlple ourrenolea are aarlteted 1n the United St at .. 

on auoh teraa •• to c ompete unfairly with aimilar do•e•tlo 

produota. !he currency procedure• eaplored appear t o be 

4eaicne4 pr1ur1lr t o overcome the prioe and tore11ft 

nohange aala4Juat•nta reaultl.DC troa the 4epreo1atlon 

ot aoae ourrenoie•, 1nolucUng the dollar, and !allure on 

the part ot the oountr1ea eaplorlng ault1ple ourreno1ea 

to et teot a coapl ete 4epreo1at1on ot their ourrenor unit•• 

7 . It appeara olear that the 1~a1tlon ot oounter

va1ling 4ut1e• againat Geraany 1a not neoeaaarr aa a 

.. teauard tor our produoera, bl.lt would oauae a 4et1n1te 

1nJurr to our exporter•. Moreover, auoh aot1on would 

reault 1A the oreat1oD ot new barr1ere to trau aA4 would, 

therefore, run 41reotl7 counter to tbe purpoae ot our 

trade 
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- .. -
trade ACN-IIU proiP'Ut Wb1oh le 4edpe4 to brlq 

about a reopeniq of t orelp UI'UU tor O lll' ~ 

ao .. aurpluaea through a re41lotlon of trade bal'rlera. 
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IDlJr: 
u. 1&. 
Cochran: 

!Ui jr: 

C: 

HMJr: 

C: 

HllJr : 

C: 

HMJr: 

C: 

HKJr: 

C: 

c HKjr: 

C: 

HKjr : 

C: 

BI.IJr: 

C: 

Hlljr: 

C: 

HMjr: 

C: 

ID! jr: 

C: 

;il,IJr: 

Cochran? 

Yes 

Good morning 

Good morning, sir 

Monday 
Kay 4, 19.36 

Did you go away over the weekend? 

No, because ~ friend was still in Berlin . 

I see. 

And I would have had to gone there for Saturday morning. 

Yes 

And we had conferences with the leader that morning. 

I see. 

And - the leader from that little place -

Yes 

Now 

Now, Cochran -

I'd better wait here now and see him when I go to Basel 
this week-end. 

That ' s all right. 

Yes 

Now, Cochran -

He has the right dope on that situation. 

Do you mean on the election? 

No, I mean on - on our nei ghboring country and on the 
Doctor. 

How do you mean? 

That the a ppointment or the big fellow, you know, the 
mili tary .an - ' 
Yea 

Regraded Unclassified 



C: 

Hll jr: 

C: 

Jillj r : 

C: 

Hllj r : 

C: 

ll.lil jr: 

C: 

Rltj r : 

C: 

!Utjr: 

C: 

!Ut j r : 

C: 

H.ltjr: 

C: 

Rltjr: 

C: 

RUJr: 

C: 

Hlljr : 

C: 

Hlljr : 

-2-

is 1n accord with the Doctor's wishes . 

Does what? 

It's 1n accor~ance with the Doctor's wishes. 

Oh, it is? 

It strengthens his position !or the present. 

What is that? 

And I say it really strengthens the Doctor ' s position 
at present. 

Just a !linute - I see. 

And I don ' t think anything there is likely to happen 
now. 

Well, we'll wait until you 
next week- end . 

over the week-end - -

I 1ll be going down t o Basel probably Friday night . 

All right, now -

It •s still quiet down here -

Yes 

Thursday n.ight 

0 . K. 

Otherwise not until Fr1~ay night . 

Now, Cochran 

Yes 

We're getting an awfUl lot of gold today. 

Yes , I know -

And 

a telegram at one o ' clock. 

Yes, well what was the -
right now? 

what's the situation 
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C: 

IDijr: 

C: 

lllljr: 

C: 

Hlljr : 

C: 

!UlJr: 

C: 

ID!.jr : 

C: 

ll!.lj r : 

C: 

Hll jr: 

C: 

Hll jr: 

C: 

Blljr: 

C: 

HJ.Ijr: 

C: 

HMjr: 

-3-

Well , I Just talked to the Guaranty aan who loaned us 
some nine billion dollars 

Yes 

At half past twelve the National City had done twelve 
million over five million - the National City. 

Yes 

And some other people working and I talked to our 
particular friend, you know, at the bank, Cariguel? 

Yes 

He told ce that private banks were taking care all 
right of the demand for dollars . 

Yes 

They raised the quota of this bank so the turn-over is 
tremendous. 

Now, of course you know the English have let sterling 
run up? 

Yes, it's -

Yes 

the paper down there, you see? 

Many of our people could not liquidate theirs . 

Are they very nervous? 

They ' re a 11ttle nervous here, yes. 

Well , now 

There are rumors on the market that the Governor a.nd 
some of the more conservative regents of the bank may 
resign. 

Yes 

And then there are various rumors that the present 
Government likes this situation for a day or two and 
1f that will continue this Government will give out a 
statement on the gold embargo. 

When does the Cabinet meet, Wednesday? 

To110rrow 
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C: 

uiljr: 

C: 

ID! jr: 

C: 

-4-

Yes , Tuesday -

Well, they meet - the Cabinet meets Tuesday? -
Hello? 

Yes - yes 

Do you think that they'll stay on until June 1? 

It ' s absolutely difficult to say . This man wants to 
stay on -

fl!ijr: Yes 

C: 

!D.Ijr: 

C: 

!D.Ijr : 

C: 

Hll jr: 

C: 

!D.Ijr: 

C: 

l!liJr: 

C: 

lllljr: 

C: 

HJ.Ijr : 

C: 

!Uijr : 

C: 

Hlijr: 

C: 

Just a little more now end then he would stay on and 
if any drastic action must be taken, he wants to take 
it -

Yes 

Rather than sympathize and let Reynaud do it. 

Yes 

I mean that's the way it looks today so far. 

I see. 

Still too early to say, but 

Well , now 

I this all JIIYSelf and I sent you one wire and 
I ' ll send you another one t his evening . 

Well, now Cochran -

Yes, sir 

If anything very important happens use the telephone . 

All right . 

If something very important. 

Wel l , surely if I ever get any word about embargo -

Yes 

Or a resignation of this Government 

Yes 

I 1ll see that you get it. 
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I!Mjr: 

C: 

HKJr: 

c: 

f!IIJr: 

C: 

-s-

Yes, use the telephone because the Cable aer•ice 
is too slow. 

SUrely - well, this morning I Just u.aarized the 
election and the gold apvementa up until one o'clock, 

Yes 

And so ! 111 get in touch with the other people this 
afternoon. 

0 .· K. - Thank you - goodbye. 

Goodbye. 
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....,. 4, U36 

Dr. ~11 IIDd hia auhian\, ll:r. lal4rin, u4 l(r, Jell .. , 
w1 th the Secretary toclq. 

'!'be :l'ollorit14 h ateDOcz-aphio report o:l' the .. et1D&I 

IIII,Jr. 1 :Before we pt don to aowal :l'i£111'&a, let ae Juat 
tell 700. what 1 • goillg t~ a:r head. tither t odq, or \oalorrow 
or the next clq, lliUl IIDd I are goiq to ha.,. a phtol p11t to our 
head - at leaat I thlllk eo - '117 tha Praaidant &114 '117 l!opld.na, 
b-ee I don't thillk Bopldna baa eiiOII&!l aonq. I waD\ to tell 
700. ..,arythill& I han ill a:r a1114. I tbillk that h al'Wif• tha beat 
wq. '!'hat 1 a ou probl•. .6114 Dan &114 I ba•e to !lake up our ldll4a 
whether thia id.ea o:l' ae\tiq up proJeoh, .. ttl~~& up aonq ••• •• 

pr. !9qell: !bat' a 110rrhd ua, "-ua• alrea4T n are l!O 
or 30 mllllao.a o:l':l' on that, 

Kr. ltlll You mean ill the holaf 

pr. Tw!ytl11 ~rei Too. lalow that . And that' a aorioua. 

Jlll...h:. 1 lhAitbar we are go inc to c1o it or not, I don't know. 
Whether we are goinc to be ordered to do 1t, h ecmethiD& ehe. 
t1p to now, the Pr .. 1dant haa thoucht that when yt:lll. etart acaathie& 
yao. ~t to have enou&h montG' there to :1'1nhh it, !!be prunre 
h ptUD& 1110re &114 mora MCh ~. Bow IIIIDh h l!opld.ne up apinat 
iU 

Mr. Jell: 1'1 t.hi.n the next nelt he. 1 1 coiDo't to be up &pi net 
it 111 c.,.tD.ln aeotlona. 

Jlll.h:. : It rill telta ... a 11 t tle mile to pt &rCWI4 to the 
poi nt , 

'l'be quaetlon I 'RDt to alk h th111 I llll•an1t cot an aao\ 
tlpre, ln>t I th111k it h ecacthinc lib 40 or 60 allllone to 'ba,T 
leD4, from various approprlaUone. 

Mr. "'d!dpa .AbCJ\lt tta,ooo,ooo. 
JM.lt. 1 0:1' tlbioh I tm4arehD4 rao. cla1a 1t h all obl1phU 

Dr. !9qtll: Tea; all obllptacl. 
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~·' I aleo bear4 what the Pr~oident .. id about oamplainte. 
I don1t make an:r innetipUon of an;rbo4T. You lalo• that. 

Dr. 'fncptlll I don't care whether 1011 do , lleDJ7. 

~.I I ba.e ba4 no iDYeetlptione -.de. fbe:o are a lot 
of ~ 'llhiab I don' t lcDo•, 1t I ee• to rP arOIID4 ~ •• 
'fbT ebou14n1t Soil Con .. rnUon purobaee the laD4- wb.J eboul.4n 1t 
that whola thiiiC 'be UD4er Soil Coneerntton in the Depar1111lent of 
AQiculturet 

Dr. !1'Ugell1 Well, I don't lmo•. llqbe it lhaul.4 • 

.II!L.a·• 'l'h• .1500,000,000 that thq IID.n tor Soil ConeerYaUon 
&114 all the Soil Coneer .... uon 'IJOrlc thq .... dOlJIC - ~ that ehould 
not 'be in tber" t I • thlllldng of the Depar1111lent of AQicul ture. 

Dr. Tgcnll1 We 'IJIUit thh thin& _..e4 -ap to the Depar•ent ot 
AQiculture &114 there h a bill -ap there to that effect - that '• 
the .ram 'l'en&~~t .&ct. 

!!M.Jr1 1 J:tq obanoe ot that p& .. iDCf 

Dr. !1'Ugell1 I don't lcDo'IJ. 

Mr. llell1 '!'here reall,y hn' t e:rq cballoet 
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Dr. '1'pcytll1 I don't \h1.nk ao. Of caur .. , JOU UD4ereten4 that 
while Soil Coneernt1on SerYlce doe• all of ite •ork on pri•ate 1&114e, 
it does not do •liT on public 1&114e. All4 JCJU UD4eretazad \bet Soil 
ConeerY&tion ot A.U Juet pe;re benefih tor planniDC 'better eo1l tor 
crope, but thh t.kea lan4 out &114 pnh it into the public 1&114. 

JIM&• 1 PerteotlJ tl'&llkl7, I feel th1e Vti'J etro11111' and I 
h&•on' t gotten &IIJllbere on it -ap to no•, that to take what I eeid h 
moneJ 'IJbich 'IJ&e .uppoee4 to be for relief purpoeee an4 buT lalld, 1t 
bae nner aottc don eo d..-Ucall,y that 1 t h a queetlon z:o• of 
whether "' ehoul4 take care of people on relief or whether • • ebould 
buT 1&114. 

Dr1 'funlll I wppoeed. \bet queetion •e .....,.red a Je&r aco 
llbc the Prea1dant told ue t o 4o thle. You UD4eretllll4, U bat 'b
co1DC on tor a loll& time - el- the epriq of 1133. 
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.II!I.Jli. 1 'llhere did U etar\ f 

Dr. Tpcnll: It etarted 1D lllhrior, 110\'ed t o Kopkiu u4 
tr<meferred to v.e. I t hi11lc if JOU .. w the opera\1011e of the thlac, 
1(f!J. would realhe that 1t h ou of the "~~••-· Tov. 'allderetoo4, we 
p-., 1a .. tbu $4.00 an acre for thie l.u4. !bat 1 • the an race. 
!here is ecae hiP-priced that -. ciTa for reor•Uon purpo•••• 
'llllt , 7ao. eee, people ware ialta off theeo lu4e and r .. attled. 

.llll.ir•: 'IIbera are thlf' reeet\ledf Bow 1111Gb of that actu&llJ 
happened. Bow~ temillee? 

Dr. 'f!lcnlll I could not tell JOU, b-•• we do 8108\ of U 
b7 loan. 'fe &in th• a llebabllltaUon loan. 'fe ~ laD4 u4 it 
thq baTe aD aqul\J, thq r e .. \Uo thceabee, but it \hq don'- · 
we &1Te Beh&bilitation lotm to eettle th .. eo.ewhere elae or co 
~ the Beeettlcea\ phaee, which h a lftch lonpr prooe ... 
jl)CIQ\ 15,000 fcl u ••• 

~. 1 lhltortwlately, when 1 had the tlae to be illtereeted 
pclusivelJ in ~icultv.re, I haTe nwer ... it w.cceeafull;r doae . 
'1'ha t do .. not meaD it can 1 t be dollO. 

Dr. Tumlll I think that 1 a rich to 

.IIIL..!Zx· 1 :811\ I han yet to eee - whether 7ao. talco f•Uhe off 
the hill tope u4 trr to mon the -e'llhero ebe- it ....,,, 
dollO w.ccuefullJ i n In Todt State aJIFW87• !he Preaidellt lOOTed 
1 ,000 femillu out of S)'racuae ..... 

l!r. Tpcnll1 I think that' • another ldD4 of thinc· 
!lll.lr. 1 Bllt untortUJ~AtelJ I haTe nwctr ••• i t done. 

Dr. Tllcytl11 'fe havo a couple of hi1D4red thouoaD4 oaeu 'Iller• 
it bae been done w.coe .. fullJ, in thh .. n••• 'rllq han be&WI to 
ropq back their loan e.n4 haTe wpported their f•111ee on \he place. 

JK.l&:. 1 I th~t 7ao. aaid 15,000 f•il1Uo 

Dr. 'l'pcnll1 TOll han to dhUnco .. hb bah•• !Wiabllltation 
loaae &84 actual Be .. Ul•ont llbore we ~ the lu4 &84 reeell U 
to tba. 
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!IM.Jr. 1 You bau $48,000,000 \o ~ lall4 Ul4 I tloka U 
that h all for hlDArc111111 laMt 

Dr• !gcyalll '!bat h rij!jlt, Y ... 

!I(.Jr,' l '!ba 7f1U ban other 8011t!T with which \o - po4 
l81141 

:Dr. Tupalll Yae. 

!DI,Jr. 1 Bow IINCht 

Dr, 'l'gcralll I don't lcDow;th&t oaue 11l •• part of tha 
proJect. 

• !lr. 1!tld!!1pl lfa han &lreaq, or will ~ a'boo.t 15 or 16 
a1llion dollare. 

Mr. hll: Ie that in 7f1Ut llehabtlitation prou1111t 

llr. l!dd!!ip: That comee out of the .91,000, 000. 

Bl!,Jr. : l!ut the $48,000,000 h exolueh•l¥ tor ~114 hb
lll&l'&inal l&Dd t 

Mr. l!el4win: Y... !ha procraa wae orictnal:Qo a •114,000,000 
propwa. Ia actual]¥ bad .78,000,000 at ou Uaa and now we ara 
don \o $48,000,000. 

Jll.il:, I ADd DOW I - tETi114 to taka ICCI& of tbaU 

Dr. 'l'ucgll: True, I don't think JOU oan 'bao&uee opt! one ara 
alree4¥ acoeptad. 

g,Jr.: l!ut 70U don1t a1nd 111r ohalllllcina tbllt in a OCN.l'houe 
a&nnerf 

Dr. Tgcrtll' lo. 

J!!!.Jr. 1 I 4oa 1 t 'IUiclaretUI4 U 'lnlt I woal4 lilta a law,rar \o 4o 

47 

1\ tor -· lll!.t I ou 1 t pt 1t thnlacb rq haa4. lfa aalta4 tor 4 ll1lltoa 
8, '!ba Prae14ant latiaatad that aliCIIlt balt of 1i woal4 lla retol.ru4 \o 
tba 'fraanz)" 11114 1t " p\ &f. llaok n ara luoq. 

:Dr. 'fpcrall: TOll 1111Saret&!'d, aoet of that 414 not OCIIa nt ot 
the 4 'billion 8. 
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!fr, l!Alclwinl The $48, 000, 000 , TOll lleaD7 

111. Jr. 1 llo.t I can 1 t get thh \hinc throueh lilT h•cl. a 
h DOt tor Parka, 

llr. Baldwin: Parke, Orasinc .Vella, 1Wo~t1on .lr••· Ia 
han 60 thOU&GDd 11en worldnc DOw aD4 ae eoon ae n cat 1 t 
dnelopec! wo will turn U oTer to the p roper otflolale. 

!!II, Jr. l You han the CCC campe7 

Dr. Tuqtll s Some. 

!Q!,Jr, 1 llo.t these are not land• that are being bouellt tor 
the CCC. That 1a another land procrem. 

....... !fr. Btll: '!hh h a par t ot it aDd the J'oreat S.rYioe baa 

BI!.Jr. 1 Bow mch lwn'e ~l 

Dr. !uqall1 12 milllon. 

p.Jr. 1 Ha111'7 lallace hlle •• he baa DOt ;yet been able to 
get a eta t .. ent trom Iclcee on how IIIUCh land will be put in proauc
Ucn. 

Jlr, Tucnll1 Ia arrtnd. at a tipre that •• eat1etaoto17 
t o tha Preeid.ent laat 7~· 

48 

BI(.Jr. : .te I 1811· I Jr:now I • up ••1Dit an almoet lJipouible 
eitu&Uon but I • &Oinc throagb aDd &bOTe board aDd lleke an ettort, 
loboclj' can ee:r I aa cotng behilld hb baalt, 

Dr. Tp,ptlll I th1Dk thla h the moet tw:ld.Eiontal reliat that 
7ou oan get. 

III.Jr, 1 It aameboclj' - cU,y wov.lcl \ake theee ~ pieoee 
in thie lleliet procr• aDd lleke th• ne.4ecl aDd lcDetr 'IIbera n were 
&otnc, 1t wo'lllcl be lon)J', 

Dr. Tpcnlll I \hillk H hae worll:e4 Gilt prett;J well. 

BI!.Jr. 1 I aa eolJ7 - 1 41eacree with 7ou. You a...a tha wbole 
reliet thtncl 

Dr. 'l'pcnll a t ee. 
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!!M. Jr, 1 Ya ban two million people on 41reot rellat, 'l'ha 
coat of direct relief 1a oonat.antq -unc and 7ou ban a\ 
le:>at one ailllon people wbo wut woft and 0&11 1 t pt worlt. I\ 
h all a pan of rellat. 

!)r. :rpqelll It 1a 110t a part of the pro'bl• of a4a1n1atratha 
relief, 

W .Jr. 1 Ya are cotnc ro'lllld an4 I'OWI4 ad ro1DI4 om4 there are 
lllore people on direct relief todq thaD theta were a 7DU IICIO• 

Dr. l'll.?tlll I tbiDk that we are the onq people that ban 
lllade ~ contribution to take people ott reltat. 

I!M.Jr. 1 JCr atruule h prett7 btc - I apect too Me - 'llll.t 
I WQUld lou to arena with rou &Dd BArrr -e n!Dinc. 

Dr. 'l'l1eull• 1 thiDk ,. ban 1.50 thov.aomd t..tu .. IIIIo would 
have been on rtltef wbo are DDt 110w. 

!!M. Jr. 1 Let me ccae back to \ht 34 - 48 bour 'bulao !be o\her 
thillt': I •auld Ultt to do ,juet at aoon •• lrArJ)' baa a ni~t and 70U 
ban a n1£bt, 

Dr. Tugwell! kT one who baa lookecl. into \he llahabtllt&tton 
thine aa.ya tt h the onq progrem that 1a real}¥ &Ood. 

BM.Jr1 1 You ban $48,000,000 to \alta \hie l&D4 out of pro4wl
t1on &Dd the 7or.,t Service baa, bow IIUOhl 

Mr. Bell i 1.2 m1ll1o~~o '!h.y bad $12, ill2,000 tor their wbola 
procr•• 'fbia 1a out of the 4 billion 8 &Dd \hq bad $20,000,000 
obUptecl. and tbq have aped $11,000,000. 

BM.Jr. 1 Bow much al top\her would thq pt? 

Mr. Bell: JpprollilMhq $25,000, 000 tor their wbole thine u4 
$12, 000, 000 •• tor l&Dii. 'l'hq aq the7 ave obl1pt td $20,000,000. 

Ill. Jr. 1 lbat waa the rest apent tort 

Mr· Belli .Acl.1niatrat1n apauaa, ol-.ninc it 1IP and eo tonla. 

BM J r . I Bow oncb 110ra tor l&Dilt 
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Dr. 'l'!!qtlll !hat h all; ac-.,t \he Blolccioal hrY~~r p\ 
ICDI but that WI liT 1\atute. 

!!lr.Jr, 1 •eo,ooo,ooo for laa4 ""'' of pro411cUoll7 

Dr. !l!gwlll !hat lw ri&tl \, 

W . Jr. 1 &ow alOh to blv coo4 laa47 

Mr. Bal4Vp1 !bat b aia4 up 1ll 0\U' other twlda; all alu4 
up ill the proJeo\1, It w111 1'1Ul trca 1.2 to 18 allllOD 4ollara, 

Dr, 'l'uqtlll I doll1i thlllk 1 h &OCIU'&i! to a..,ar&te lt from 
proJect!, You O&D 1t 4o a lllllitlcent Job w1thou\ 111D4. 

BM,Jr, 1 'l'rue, but how -.m IIOUld Ickn han to ~' C.n 7GI1 
figure how .ach hi h ap!DdiJIC for led! 

Mr. Balli I 4on1 t th11lk h• 1• ~ azq lazl4, 

Dr, 'lg&ytlll Of cour11 he h. 

Mr. Btlll TGa. lll&ll in BtclM&tion! 

so 

Dr, !l.'ucytlll School hou111 haT! to haY! lazl4, I\ all CCDII Gilt 
of relief tlmda. 

Mr· Iolli Be loan• ~ of the oo1t to the School houl11 u4 
that h part of the laDd &114 part of the proJect. 

Dr. !vqll1 Juat the -e a1 we 4o! Be ""v'• lJmd the ,., aa 
.. 4o! 

.llldt~• Let u. 11J:1 ,60,000,000 h IP'Ilt to take l.aJid 011t. Bow 
rmch pod fD.J111 land nn Ickee brine ln throu&tl 'buildlDC "'-• u4 all 
that eort of atutf, 

Mr. hJ4w1pl !hat h colD& to ba apr.-4 onr a perio4 of 7etr1. 

Dr. TPcnllr I th11lk we flfP'Io onr a perlo4 of two 7e&no U 
woal4 be 180 th0111u4 aoru, 'le haY! 110\ b"ll able to p\ tlCVII• 

II!. Jr. 1 'Ia tha tlCAre• Oil bow 8UiF \hi Y&riou Btcl!II!Uoa 
proJect• will brtac lll! 

Mr. hnl llld 110t the Seore\&117 of JcrtCJUltura Ill' -thlac 
at •erpllo.J Cowloil llotatiliC - u4 the Prnident l&id he anted U 
oo~lled to 1500,000 ao'rl8 ill the Btcl-Uon Serrloe. 
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Dr. !l'uptlll lbai n arrln~ at waa : Bt pye ua $100,000, 000 
f or leol-tlon proJ.ah aad pn ua $3:>, 000, 000 for 'ba;rlac 1&114 aad 
t he other $25,000, 000 comee of the 3 billion 3. 

JIIL..l:Z:• : Ba·n y <7!1 a rejiU].ar fon:1 of oontrect tb.st you,uae 111 
~IIC thlt land T 

Dr. Tuqtll: Sllre. 

BM ,Jr. l 0<70.ld I ••• tbatT 

Pt. lfgqtll: s.-•. 

BM,Jr,: lla;rbe I c <70.14 111111 tCDibodT onr to JOV ebopT 

Dr. fgcull: Be could 11e Dr. Grq or llo~~roe Oppenheimer. 

SM. Jr.: And the other tbl~~&, J OU haYe onr ~ tbolaall4 
fllllli llee that you ban talce11 care of. 

Dr. Tuqell: Onr 600, 000. 

!!!.I. Jr. : lbat lt &OiiiC to happen to theee faaillee afte r JUl7 l1tf 

Dr. 'l'wgrell: I han 110 mort ldN than JOU. 

BM.Jr. : DID, tbh h rl~t well prepart4. 'OIIII.er Rahab1lHatlo11 
101111 to clinte •• 1"Wl out of monq in D.a•ber. 

llr. Baldwin: T11, all our cO:liJ will be obliC~~tl4 on the fire\ 
ot J\117 but a lht ot tboll ~-h are 11Chedult4 to tp oui. 

Dr. Tgqell: 'le !lab a fan plan etch lt 8p&Ced onr a 1•r 
for fl!llere' meetlDgS, 'lhlab h wppoat4 to nbabllltate \beL 

Mr. Jel4win: .About 7~ 

&.l:£., 1 And you baYe bow IDUCb for BthabllitatlonT 

Mr. 'Rtldwln: A))out 100 million. 

BM, Jr, 1 '1<70.14 7ou ap.at 7f1f. of tbllt to oCDI baold 

llr. h)4wlal T11, U OCDII of tba aha.l~ reoelph. 

a&· 1 So ., ou1t epeD4 U &CI"1•' 
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Mr. !tll: lo, we can't .pelld U aph. 

Q . Jr,: 'l'tleJI ou.t of the 2?15 m1ll1011t 

pr. bcnllr OJI our BeaeUl•et proJect 700. will ce' ~ 
'oack. Ia aell the t~•· 

Mr. 1!!11! 'Blat h 22 millioJI aJI4 TOU will DOt pt azv ot the 
laD4 retir•wnt aoiUI)' 'oackt 

52 

!!r. Tgc!tlll I W ti,.a.red u. I could 6;1n U to TO'O. rcnteblT• 
.t.bou.t anotha.r 70 llillion. 

Mr. l!ell! 'l'hat would be UO million, all toldf 

pr, 'lgqell! Tu, 140 lllillion. Too. are coiDc to cet lJihraat 
OD all that CCIIII 'oack, 

IDf.Jr, : h that tairl'T COJI .. n'ttint 

!!r. bnollr J'airl'T conaet'Titin, 

J!M,Jr, I J.ll lODfl"'h1'18t 

!!r. fuqtlll Soma onr 40 ;reere, 

JIM.,Zr_, I Could )'OU pn ae a IIICOl'&Zidla OJI latl..toated rtp.,aeDh 
b)' kiDde of proJacht 

!!r. 'l'vull: Glad to. 

JIM,,Zr. 1 Oertai.JI V}>u of worlt when certain 110118)' h alloUad 
aJI4 700. o;~ect eo ana.ch back oTer • period of ;reara? Bow .ulb -h 
71ar and do it b)' kinde of worltT 

Dr. Tugnllr .t.ll ri&ht. 

W.Jr. : I did DOt k:Dow it would be that JIIUCh, 

Dr. ;:re111 Ov paet uperiiDOI hade u to bell"' we will 
cat 'oack 78 Ia will pt mora iJI -• ltatu and 1A Georcia we 
UTI COllected 80~ alraad7. 

w . .rr. 1 ._,,ra Paracu about ~ 

!It, bplll! 0v lOIJII IJ'I aade TII:J' CAl'ltnllT• 

Mr· Ialli _,,ra ti&IU'II aboa.t 66 to ~ onr a tam of 7a&rl• 
Laet 7aar 1t na oD.l'T 1IP to 56~ 'bQt thia 7a&r he will oolleot _., 
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Dr. Tuqtlll bballtlltation loant art \ wo and fht ;rear 1- -
J'in yeara tor cap1\al &Oodt and t wo ;rtart DO-p1tal, 

!I(, Jr. I Art 7ft tU 11 takiq on .... f..tlht1 

Dr. 'fqetlll Yn. 

Bl!.Jr. 1 Ban JOil tt\ ;rourttlt a ll.a1 \1 

llr. l!oldwip 1 About 625 \houtall4 t•111tt. 

ID! .Jr. 1 h that thG maximum you hATe tet1 

Dr. 'l'ugrtlll '!'he mnziCIQ!l !or Ollr <flul4t but JOU add that \0 
our grant. \htn •• will be up to arou.n4 '100 \houaand t•1Uee. 

Mr. lltldwipl !he total t•Uht wt art looldq attar will lit 
in txceat of '100 \hollMJid. 

!II.Jr. r You W, thh and t.bat and \ht o\htr \hiq &114 \htn ;rou 
&he th1111 tOIIIe l&Ddt 

Dr. Tqcqll l lot ordinarily. 

lA!. Jr. : Do yao. have different t7Ptt of plant iD ditttren\ par\a 
of the ocnmtey1 

Pr. Tgcgllr Yn, but the;r are all OD ont tam. !ht Coun\;r 
Cacol. ttee tl&UJ'et what thh ....., Mtde \o lit rehab ill tahd. 

!11-Jr. l Ban ;rou wrHt1111 1t don1 Bat H enr bttD expla1Dtdt 

Dr. 'l'uatlll llo , I don 1t \hlDk 10. Ptrhape wt aucht \o, 

HM-Jr. l Do 7011 have ecmeone llbo could do that\ Juet ttkt ont 
page lllld ahow that thh h the t•117 "' MYI 1D Jor\h Dakota and thh 
it 'llhat we do tor a llor\h Dakota tamU;r. 

Dr. 'l'ucnll l I\ IIOU.ld DOt I'UD b7 Statn 'bu\ 'b,;r 1Ddirl4'aal 
f.Uliee. ~ look at \hie fellow and wq ha 1t a o-hortt ftn~er 
or a \~t tar..r. 

D .Jr. 1 11r1 to don tor azq t;rpieal taa11T b the llor\hwnt and 
ont tJPlcal t•117 in tho Southwnt and ehow \hie h wbat •• O&D do 
tor thai:>. 
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l!r, T!lpella a>.re. Be &].ad to, 

.llll.ks 1 Laat rear I toalc one weolt aDd ne17 ooruiJlc lloplciu 
br~t onr cother aoan. le took two hOIU'e ne17 •onlinc. J'or 
one eolid weelc we toolt two boure a 4q for bta to aplain the 111114 
of wotlt in eecb divh1on. 

Dr. Tuaell: !row h JOUr weolt now! 

!Ill. Jr.: Jot .uoh a cood nolt. 

Dr. ZUcqll1 I will be l:}lod to do that , Ia will be nzy clad 
t o do U , You oucht to talce about fin different people. 

uy.Jr.: I can't do it now all f1we .ucceee1we ~e. Bat 1f 
I pn 24 houre notice could JOU pt the firet fellow re&4T! 

Dr, 'l'patlll Be Tel7 cl&d to MT t!JI:e JOU 86¥, 

!!It!. Jr. 1 '!hen I ':ould •lt a 0011ple of ~e and do another fellow, 

Dr. tugell1 I would lUte to cat an '11114entalldhac of the 1&114 
procram =4 llehab111tation. The Reb&bili tat ion h 11111cb the b1&eeet. 

JlM.Jr, 1 I would love to do that too alld mqbe tb1e $48,000, 000 -
I would like to have that explained firet, Becauae here 1a thh 
thing, I can 1 t put rq heed in the eall4 and eq tbh h porfectlJ 
lonl7 when you. have 500 or 600 f•11i... Jo provtaion baa been aoade 
for tba. I ba•e not been in lalh1ncton for three Je&rl 110t to 1<Dow 
what h colnc to happen, Cell a pereon aq, 700. don' t have to WOfl7 
aboa.t t h11e f•1Uee becauee thAIJ are &lreadJ talcen care of b-• 
be will get bJl 

Dr. 'fuenlll I know roa. ean' t. 

BI,I.Jr. 1 Do 700. know what I reo-e11414 for the Proeident. 'fbh 
in confidence. I r....-ended one 'billion !lEO adll1on dollar• for 
relief for the fiecal 7&-~ 'bestnntnc JulT let aDd 100 million for 
R11etU•ent. '!hat wae rq reoam:~end.ation. 

Dr. 'l'p.qtl11 le art in web eh&pe 110w tllat 100 million dollare 
would not do 1 t 'b-•• 1 t ooete eo onoh to put oa.r l&Dde on the 
leeetu .. nt.Oonatnc\lon proJeoh. le are onr ao million dollar• 
lhort. 

li!.Jr. 1 T011 •- roa. ban oontro.cted for that mach .ore than JOU 

Dr. !pcnlll Tile Ia W 8011q .... WI at&rtede 

W .Jr. l .. MIV" of tboM preJeoh au tbera1 
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Dr. !l'ugtrtll! Abwt ?0 aoiln onu. 

Dr. fncnll! Jo, We o~ ban three ot tho" co1114l on -
1111w'lllc11, CiDCiMail Nl4 lleUmu.. 11011114 llroalt 1a an actin one. 

ss 

!II.Jr, 1 I t~t 1t •• agreed 7011 1101114 etart one at hltaJ.ol 
You lc1Ue4 Chie&&O• 

Dr, Tpcnlll 'lbat •• DeT!Ir a.otin, 

!D4.Jr. 1 You mean you bave aotua.ll:> eit;lled contl'l!Dh tor people 
tor conetruction worlt ae •• do in Procurcntf 

Dr. 'fupelll lo. 'l.'ht~r are DOt contract Jobe, !be o~ lii'Obl• 
rill be that there are bOll••• etN>dtuc wt 1n the thld that ban 
DOt bee daDe. 

Mr. Bell: !lilt 70\lf II'Aburban ewtt h in pratt)' good ehapl DOll 

Dr, 'fw:nlll Jbtctopt tor out here in llemn, 

Kr. Belli The only t hing you hAn DOt b11n able to do h exteD4 
it , but you have broU4:11t )'OW' limit ot coeh dow to fwlda an1l&bll. 

Jlr, Bal.drla I It wa 1 1110!11&17 to ll&lte that t raneter to llerdn. 
'fe iDCr,.eed the Uai t on Berwin. 

Mr. Belli .,.,, 1t not 26 odlliou n ea14 OTer laat ....U 

Mr· Jal4w1A' r ••• 
Mr. Belli 'l'bat br1DC• th• all W'1 thin the 1'wldZ 

Mr. :B~~:ld..tn; y.,, 

Dr, !l!.pelll TOll &Ot 7ao:r or1ciul ~ c1llioa appron4 liT tha 
Preddeat, Dan I 

!Cr. l!e14yla: 'fe at111 haYe &8 aillioa •' llppi'O'I'ed proJeoh 
'bv.t w don't ha"• the MJU9' to atart. 

Dr. Tgmlla I ban a dah with the Pruldct. I -.t &O• 

p.Jr,l I haYe &bCIIQt OOTered the thlQC• Du, do 7011 !&At to 
eelld acaeoae o .. er or lh01114 I haYe 011pballt Mll4 OAI ot hh l&t~rtrtf 

lit• Bell 1 It TCI'A are piQC to .,114 ,_., on 111114 ooatrao" 
I thbk TGil ~t to M114 eGR,.toq ,. .. .. • • .. TGil W better M!l4 
-u ~ 'IUIIleretaab poUUoa. 
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Mr. hlll ... 'llodir llu4llQC lAIIIl pvobaooo for.__,. 

W.lr.a :r... h bh -· .AM \bo tlro\ -nil~~~ I bow I • 
co!.Dc to ba•o ocao U••• lo\ u p\ \optlwr -..,1a. 
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Hop~ino and Bell met with the Secretcry today . The 
fJllowing conversation took place: 

!:ll.ld.r_.: Supposing the Troaoury ~;eid to you, We will 
take ~ll of the so-called rod tape. Can you, out or 
th~ 4 b1ll1on e go throuen to JulY l ? 

58 

Hopkins : I f the regulnt1)n£ are abolished and we get 
no further funde from the ~caoury other than the ~0, 000,000 
whtch ts r.ow 1n the hopper - - t hat 1a the 20 and 10 -- then 
we need no money until June 1. If the new bill is passed 
by J~~c 1 and the mo~ey ~es ava1lcble, there would not need 
to be further scraping or tho 4 billion 8 . (See Exhibit "A" 
a t tache' for this paracroph and ~)r nucb rc 2, 3 and 4 tol
low1ng. ) 

(?) 
the bill 
1'1C '1'0Uld 

!f the ree:trict1ono are left as the;• are and u· 
1e signed and the money made available by June 1, 
raqu1re $195, 000, 000 more money . 

. (3) If the bill 1e signed by June 15, PWA r.ould require 
$280, 000, 000 additional, representing an i ncr ease of one
half month ' s cost or $85,000,000 over the $195 ,000, 000 eo
timated for June 1. 

(4) If the bil! io ~1gned on JulY 1, P~A will require 
a total of ;J65,000, 000 ooticatcd on the same basta as above. 

!~. Bell: Wnat uould you do wit~ $365, 000,000? 

Cr. uopr.1ne: That 1s all beceuse of the reetr1ot~ona . 
!t 1s not because 1'1e wo~d spend tt. 

(Attached are other otctement~ left wi t h ~. Uor genthau 
by llr. Hopk1no , ) 

Ur . Hookine : In my own opinion, ther e 1s not enough 
money availabl e that Dan can get tra~cterred trom other 
agono1ee which r.1ll keep our s t uff going until the new bill 
ia po.eeed. 

H!.!,Jr .: :::::n ::.rc going to have t o nick this $1,500, 000, 000 
t or about $100, 000, 000 prior to July l ? Attvr JulY l , 1t 
will be easi er tor Dan t o get hold ot ~ooe of thi s coney, but 
I think $lOO, ooo, obo 1s £01ng to be oblieated prior to July l. 
L. t ' c ••• •,>tat these regul'lt i onc o:r~ oft, Dnn, and !!arcybae 
allooatei to him l billion 4, then wbl\t you say 1a t!wt t he 
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men will have dono the work 1n June ~d it will be owing 
~o them for work done in June and th~t they will not be 
paid until sometime i~ July? 

59 

!.!r. !3"11: Yea. The obl1gl\t1on 111 incurred 1n Juno, 
but not liq~dated until July. 

E.! ,Jr. : 'Jhat. I em trying to e.ct out of thle meeting 
1 3 to find a way out . From the President ' s ~tandpoint, 
1t is e trcmendouo mistakG to have to admit that part of 
the $1, 500, 000, 000 it 6,ont prior to July 1. The fact thnt 
it is obligated doee not •cut any i cc.• The work 1e done 
and we owe the money to the men. 

According to your owm f1gur s , then, ac; ste•.ed on sheet 
No.2 (Exhibit !3) , ue are $80,00~,0?0 apart. I n other worde , 
if :•ou had eno~ner $80,000,000 turned o•1er to you, you "ould 
not need ars o! tho $1,500, 000, 000 . 

ur . Hopkine : Yes-- 80 mil ' ion in addition to •he ~0 
m.!.Uion. 

~. Jr. : What I would· like to do , and I can only do i t 
with y.:>ur help , 1e to have one more sose1on with the Presi
dent t o see 1f we cannot get another $80,000,00? !or you. 

!.T. i'op'~1ne: I th1nl: 1n 'l'u8well 1 s ehop there 18 25 
o1111on that Dan has hung up on a pee. ! thLnk th1P could 
be transferred to ce if there ~as a tiro conc1tcent th~t 
thi& ~ork would be done later. Then take the 25 milli on 
out of the e1,500, 000, 000 and give 1t to Tugwell. 

~- Bell: Th1s cannot be don~ . The w~ the thing 
s tands now 1e that Tugwell w111 not get any of this 
,1,500 , 000, 000 and Hopkins r.ill havu to tnke over Tugwell's 
orgPnizat.!.on ~nd complete tha Reeettlo~ent Progrnm. I thin~ 
t.h& Presi~ent couli transfer '!'U£1":'ell' e ~·::ney to '!opklne now, 
which he can uca to tc~c ~ through to July 1 . Then when 
l!opk1ns gets the $1,500,000, 000 on J\ll.,y 1, he can re1mburee 
1Roeettlement Program• what he borrowed to use tor hie own 
ohop. 

~.Jr. told Ur, Hopkins to go into Bell's oftlce and 
talk tho thing tnrough further and arrange for another 
meeting on Tbureeny at 11:~0. 
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:Experience indicAt .. t hat under p r .. ent financial 
proce.lure balances liiUBt be kept 1n the etatee at 1eeat eix 
• ••k• in adTance ot actual ob1icatione. fbil ia ca~eed. of 
courte, b7 the necessity t or oett1nc up encumbrance• for each 
ot t be 60 ,000 project. in operation. On thh bath tbe 
eett.&tea are ae fo1lowa: 

It the :Bill 1a ai~ed J11111 1, IPj, would req~re & 

t otal o f $195, 000,000 additional. repreaentlnc tbe $110, 000,000 
&dditionY funds needed tbroucb JWII p1~ one-half :~ontb•a 
requirGent of $85,000,000. _ 

I f the :Bill ia •icned June 15, the IPj, would req~r• 
$280,000, 000 additional , repruent1nc an lncr eaae of one- hl\1t 
conth'• coat o~ $85,000,000 over t be $195,000,000 eatimated for 

June l , 

If the l!Lll 1a eicned on Ju17 1, the IPj, will req~ re 
a t otal of $365,000,000. eatiated on the l&llle b&aia aa abo .... 
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S81'1WADD .A»>Oll'f Or J'l]lll)l J!QDID :aT ..... 

J.uuminc that Prooent :Financial P rocedure 1e 1Arr11M 

It the rerloed financial procedure 1a acroed t o, the 

IP.A. will need t he followinc euao in addition to tho $1,402,000, 000 

allocated ao of J.pril 20 ($30, 000, 000 baa been atcned 'b7 tbe 

Preaident and h now poD41nc). 

;heae lltiMtll are l!lini!Na• on the auyeptton t hat 

tho fuodt could be obl1gate4 on a tbtoretic~lY perfect batil 

in each State and in .. eh Dhtrict. 

If tho new ~p()roprlation 1o !1t;ne4 June 1, preoont 

fundt, inc1udin& the fJO, OOO, OOO pending, obould be oufficient . 

balht1eall;y, hO"treTer, there ahould be at 1 .. at $10, 000,000 

&Y&Uablo to moot acute oitu&tione that are 1nerlt eb1e in 

certain Stateo no matt.r how oaref\lll;y tlie 111one;y io allotted. 

If tho Bill 1o oit:ned on J une 15, the IPJ. will need 

an additlonnl $85,000,000, or $55,000, 000 in nddition to the 

$30, 000 ,000 pending. A aimilar margin of oatet;y or $10,000, 000 

additional ohoul4 be allowed at thlo point . 

If tho Bill 1e aicned on Jul;y 1, the •.a. will need 

$110 , 000, 000, or $80, 000,000 in addition to the $30, 000, 000 

now peD41nc. 
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!OUL ~ ~· ALL orJIIR 

ut.al 

1, 8111, 000 1 , 011, 000 UT,OOO IM, OOO 

a,ue,ooo a,ooo,ooo MII , OOO ate,ooo 

18 a,eee,ooo a,GM, OOO 6011,000 en,ooo 
• 

ISts.atM 

a,«e,ooo 2, 610, 000 1116,000 eoo,ooo 
a,toO,ooo z,aaso,ooo 1110, 000 eeo,ooo 

a w.P..t.. Obllpt1ou will DOt ft17 1.n -t N1at1ceMip to ~1GJ art beMwoea 

1 ) h;JTolla ..t 1>e .n &tter oa ~1.,. .. 1a ..,......ted ap to tM ~ 
olreaq ........ ll7 that .-p10)'Mo 

l) llrnt.t1o n ... t.tt.ae l.a -terl&l parebuea, ..tbo4 of obllpti.JI& P'Q'-
~oll•o aD4 otber teohnlo&l oODa14e~t1oaa. 

- &, 11111. 
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!PA l!!BDS 

.-prll 20, 1936 

Total -.uoeated 
Obligated 
Ollo bligo. t e4 
Satimated r~uirementa 

April 20 - J-une 30 

jdditioll&l tuD4a r~uired 
to June 30 

Bow pendinc 
.6dd1 t1 oll&l f\mda• 

Total allocated ae of J une 30 

.1. 402, ooo. 000 
1 , 10?, 000, 000 

29~. 000, 000 

405, 000, 000 

$UO, 000, 000 
30, 000, 000 
80 , 000,000 

$1 , 512, ooo. 000 

•fbia au 1a eatimated on an actut>l obl1p.ted be.aia and 
aasumea that the p r opoaed chance in f111&11c1al procedure 
will be eN actuated 111 order to allow n.n b111ty in the 
u.ae of tuD4a within each l1.111to.t1on ot the J.ct within 

e State. 
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OBLlO~I ONS .aND J!:JCP!!NDITUR!S JOR liP .A. PRO<llUII 

Ob!!&ationa Cbeob Ieauad 

Yonth17 Oumul.at1Te Monthly Cumul.et 1Ta 

to and to and 
ot J(onth ot Yolltb 

All\ual 
Sept. SO 61,4.10,000 61, 4.10 , 000 2.2, 935,000 2.2, 93:1 , 000 

October 74., 784.,000 1!56, 194., 000 35,69:1,000 158, 6l!O. 000 

liOYaber 117,400, 000 253,:194, 000 61 ,068 , 000 119 • 698 . 000 

Daollllllar 189, 206,000 442 .800. 000 156,955, 000 256,'", 000 

1uuary 178,381,000 621,181, 000 167,920, 000 424,575,000 

l abl'UJT 182,677,000 803.838, 000 164,324,000 1588, 89?. 000 

llareb 188,4.95,000 992,553,000 191,529, 000 780. 4.26. 000 

~.A.pril -20 4.,.. ll4,l4.~. 000 1,106. 6119.000 { 118 ,031, 000 898. u?. ooo) 
S.U..a4 "U 

\ 
April (50 41178 ) 180. 000 . 000 1,172, 353,000 , ~ ... , , ... 

- 112 ooo ooo'\..., 1,54.4., 553,000 ~ I) 
• • .. v , '\ \0 \. 

1- 165,000,000 ,\, 1,1109, 553,000 • • 

Mlir 5, 1956 
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!!Uated CoR or m - II!.I. 

State projecta •••••••••• •••• •• tlSO,OOO,OOO 

IliA • • • • • • • • • • • • • • • • • . . • • • • • • • 7 , ()()(), ()()() 

Federal- wPA ••••••.•••. •• ••• 61 0001000 

Adainiatration • • • • • • •• •• •• •• • 6, 000, 000 

Land Otillsation 
Reaettle=ent .t.d.inistration 5,500.000 

Tot.a.l 1172,000,000 

Regraded Unclassified 



ss 

.&pr1l 10, 19M 

Al.locauoaa ObU&aUou OIIH ka 
Iaourre4 Ia!!!4 

lorn J>roCN•• A4aiala\ra\1oa 11,4.01, '778, 000 11,101,699,000 1898,41W,OOO 

auattl-•t A4ailllatreUoa ~.s98,ooo 1M, 77ll0000 ... ,1,000 

Public Worh MaWatreUca 
Jloll· h4•ral s.l , lOS,OOO Sl8,SSl,OOO Ill. 071,000 

Public -.orka Ada1111atreUo• 
Boualll& lOl,S?li,OOO 2'1, 169,000 lS, 80l ,OOO 

Puerto R1oo Reoolletructlca 
AdalllietraUca ss, s77,ooo 6,:166,000 s,2'1t ,ooo 

Treeeur.r Depart..,.t M,Ul,OOO 26, 919,000 u , esa, ooo 

ReclaaatlOll Bur"u 76,680, 000 :58.828,000 1o,oas,ooo 
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llay 5. 1936 

HK, Jr . told McReynolds today that if the State Depart

ment wants to aake another move with the Canadians about 

the l iquor situation, it i s agreeable to him, but he wants a 

letter or a promise from Secretary Bull and nobody else that 

beginning with Konday we can go abead , full steam . Be wants 

the backing of the State Department on this bill to go ahead 

on Monday. 

** * 
BK, Jr. told Bell that he saw the President at lunch 

yesterday and put the following proposition to him: that 

he would see Hopkins today (Tuesday) and tell him that if 

be s pends $75, 000, 000 in June or $25 , 000, 000 out or the 

$1,500, 000, 000, everybody is going to say, •Not only will 

t he $1, 500,000lOOO not last, but they have nicked it already 

1n June . It ls all a fake . It will not even last six 

mont hs .• The President said , •What do you want? Are you 

willing that I drive a bargain with Harry that if he will 

not spend a nickel out of the $1, 500, 000, 000 this year, we 

will raise the barriers?• HK, Jr . said, •I think it would 

be a terrific aistake it he starts spending out of the 

$1, 500, 000, 000 this year,• and the President said •O .K.• 

BK,Jr. then said to the President, •I have sent a 

l awrer over t o Tugwell to check up and see if all of the 

$48, 000, 000 which he has to spend on the purchase of land 

bas been obligated and if not, they should cancel the un

obligated balance.• The President approved . 

67 
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Hllj r : 

C: 

Hl.ljr: 

C: 

Hll jr: 

C: 

IIJ.Ijr: 

C: 

Hl.IJr : 

C: 

Hl.l jr: 

C: 

Hll jr: 

C: 

IIJ.Ij r : 

C: 

HliJr: 

C: 

Hlljr: 

Hello -

Hello 

Cochran? 

Yes, l~ . Korgenthau -

Good morning 

Good morning, sir 

How are you? 

Quite a.ll right 

What's new? 

Tuesda:r 
llay 5. 1936 

The morning started out rather quietly 

Yes 

- up until noon the Guaranty had sold only three million 
dollars 

Yes 

- as compared with six yesterday noon. 

Yes 

But I just talked w1 th the Guaranty now and with Cariguel -

Yes 

They both report much greater activity since twelve 
o ' clock. 

Now, what does that mean? 

Up until this hour - it's now three o ' clock here - it 
has done nine million alone . 

Ylho has? 

The Guaranty 

Has done nine million? 

Yes - Yesterday all day they did thirteen. 

What ' s that? 
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C: 

!Dijr: 

C: 

Hlljr: 

C: 

IDijr: 

C: 

H:!jr : 

C: 

HIIJr: 

C: 

lDi jr: 

C: 

lDIJr: 

-2-

I say, durin& the whole day yesterday the Guaranty 
did thirteen million -

Well , does that mean that from now on - I mean today 
it ' s gotten worse? 

Since..noon it has gotten worse than this mornll1g and ia 
going at about yesterday ' s rate now. 

At about yesterday's pace? 

Yesterday's speed 

Yes - yes 

Because having been nine now they'll probably reach thir 
teen by evening . 

Yes - hello 

National City is the only other one in. 

Yes 

In the market. The British control is intervening 
actively 

Yes 

And having a big day at seventy-five and seven sixteenths. 

Yes 

The same rate at which they 

Well , it's 
now -

we figured it out -

Seventy-five and seven sixteenths 

yesterday. 

yes, yes -

Now, let me ask you something, have you seen Criguel 
today? 

I talked with him on the phone just a while ago -

Yes 

But I am going to see him at half past five this evening. 

You are going to see him when? 

At half past tlve. 

Yes 
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C: 

Blljr: 

C: 

Bll jr: 

C: 

1!1l jr : 

C: 

Blljr : 

C: 

l!lijr : 

C: 

Blljr: 

C: 

-3-

I saw him yesterday ~orn1nc, - you know? Have you 
got tbat message ? 

Now - hello? 

It • s a SUIII!Iary of today . 

Yes - hello? 

Hello - It's a Cochran message 1n which is summarized 
the day's developments. 

Yes - they - Lochhead got that late last night . 

Well , I' ll -
Tuesday. 

You will? 

I'll send this other one right fast for 

Yes - I'll see him at five-thirty. 

Yes 

Yes - 1 111 see him at five-thirty . 

Yes 

And the Cabinet meeting is going to be at four-thirty 
this afternoon . 

Four-thirty? 

I talked with Baumgartner 

Yes 

- of the Ministry of Finance at noon. 

Yes 

And at that time he did not think any impor tant decision 
could be taken this afternoon. 

He doesn't think so? 

No , but of course this financial situation has gotten 
worse since the three hours ago . 

Yes 

But whether its had enough to cause them to take any 
decision yet I doubt . 
Well now -

The Kinistry,you know 
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HIIJr: 

Hlljr : 

C: 

llltJr: 

C: 

Hllj r : 

C: 

HIIJr: 

C: 

Hll j r : 

C: 

HIIJr: 

C: 

HIIJr: 

C: 

Hello? 

Hello 

Let me ask you -

-4-

must not put any restrictions on 

Now, wait a minute, I want to ask you a question. 

Yes 

Do you think that the present cabinet will continue 
until June one? 

It depends entirely on this monetary development . 

What 's that? 

It depends entirely on this franc situation. 

I see. 

If this run continues as it bas yesterday 

Yes 

and today I do not think this Cabinet can last. 

This what? 

I do not think this Government can stay in until June. 

I see. 

If t his pressure lets up t he next day or t wo I think 
they will continue it. 

Yes - well -

But I do not think t his Government ought to ake any 
restrictive measures 

Yes 

If restrictive measures see!'Ded imperative they would 
probably step out and leave it to the Socialists . 

They would? 

Yes, now that's the way it looks tod81 · 
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Well, in other words if this gold continues 

Yes 

-- the cbances are that the Cabinet will be forced out? 

That's it , yes . 

I get you. 

Yes 

Well now, don ' t hesitate, if anything happens from the 
Cabinet or anything from Cariguel - use the telephone. 

I didn ' t get your last sentence. 

If anything important happens use the telephone. 

Surely. 

Yes 

But I' ll aee -r friend at five-thirty 

Yes 

a Cabinet meeting a little later . 

Well, you ' ll see him in what - about three hours? 

Yes 

0 . K. 

And 1i' ther e ' s anything urgent I 111 telephone - if not 
I'll send a rush message. 

Yes 

Summarizing it . 

All right 

Goodbye 

Thank you - goodbye . 
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CORRESPONDENCE 

x~rUL J'lloD 

L. I. l .. b 

f"EDEftAL.. RES~RV~ 8ANI< 

Of' NEW YORK 

DATE- ..,. •• 1'"• 

SUBJir~~-...-. Gal 'ft!M 

I oal.lecl llr. C.rip.t a\ UIA a. a. ~. 8o fta\ecl \lad 

10r.Wur ba4 b .. fa1rl.T CIILl-' 1D Pula"" \ba\ ldJioe- \be cln.la 

th• na b..,- .. ala. the BrU11h ball -. ~ Ul• deao uo,ooo,ooo 

• u d 1D a4c11U• Mo,ooo,ooo •nh of aol4 ba4 b._ ... ., .. for 

to In York u4 \ba\ ... ao' tho .-4 J'do Belli- ... U.. 

-• aolcl tr. Ul• '*' aeit.hu \be hiaa 1101' \be .. ,all ...-. bet 

aold po1Dt. lbi,._,. \o In York '"'" -n.aa ~ ..a -

aol4 wu beiDI clinr\ecl liT auopl.ao to 1 •«rn .-4 8o11•4· tbero 

w1cl•o• of boaM1q liT t.ho ,.Uio 1D l'l'UOOJ ••~ .... u .. 

1Dcl1oaW, eQOn of oapUal ... 1abl • • a lui• Male. I 

llb-'har the aol4 ... bailll pa14 for 1D !aoo.Necl ao\aa or -'11'~ 

_..._of cli&ooaD,a. c:ana-a1 V'WI'Id Ula* Wb1ln _. et t.he ......_. 

aiabt be a •aa baa for OODYerda 1D\o ael4 \ba bak'a ,.nteUe 

I aecla retu.u \o ~• \be' .,., .... *'fP'• ael4 • 

c:ana-al aeatiaecl \biiJ ba ..... \be\ \be ' ... ealT ..u, 

8b1pa•' -a1a\1DI of ael4 oaa tlbiob Ulo lp•'* O.Val ._. _. 

\o \be .UUo 1D Pula 1a onu \o \Ua .._.._. ~ \bo )I 'w 

I OJIIilo at t.he aaltia"' aalt1 '11 111111D. .... za.a .. I'IIIKb ~ 

hero tr. Pula, ...... llailll MU t.hG'O _. a*-4 wuttw, 1a 

:~-·••• auu ..., 1a •Ul u.. •• et ... 

1' OI_IU_ 

~--11. I'JIUecl tbd M a.• _, at I 110 .... ~ ~ - el4 1-ftl--lt 

2 •n• ...,. •••• -. u ~ .. 1' ... 1a ott1eo n 
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l!a,y 5. 1936 

At TRylor'a IIOvae, last. night, Ber.ley told ce that he 
did not w!eh to ta~e advantage ot seeing ce at. dinner, but 
he wan ted me t o k.-tow lh4 t he had cab led to England my query 
end had r~ca1ve~ no anewer. He evidently rae quite ecbar
raeee~ that he had not received an answer. I assured hlm 
thrt I had gone Ch1neee !n my ph1loeophy and that a week or 
a year ~cant very little to me. I t old him lt seeced un
fortunate that we could not be civilized and have a ch~nnol 
open to exchange infol·rnation . He completely agreed with me. 
The ~hole oonvere~t1on was, on tho surface, in a very l1e:ht 
vein, but underneath both of us wore very serious . 

He a&ked ce wheth r he could have any 1nforcat1on on 
the Chinese negotlatlonc and I tol~ hlc tnqt he would have 
to be ?at1ent tor a few core ~s ac wo could not give him 
any 1nforwat1on until the negot1at1ono were coc?leted. I 
ea1d to Bewley, "I can tell you thto: our negotiations are 
not selfish and our motives are in the best 1nteresto ot 
China .~ He also made a tunny remark. He said, 1 What do 
you hear about Le1th-Rose?" and I enid, 11 Vory little. • He 
oatd, "IVell , don 't. you know ~rbs.t he 1s dotnc? " and I sn1d, 
•uo; don 't you? " He said, "They don ' t keep me informed 
at all. • 

It Bewley did not get the ~oint ot my conversation when 
bt' wea at the ottlce, namely : that I we ... trying to open a 
chr~nel to exchange 1nfo~-st1on, he certainlY got it last 
nisnt. Re oald, "What do you think to going to happen 1n 
Fr~ce? Do you think they will devalue?• and I said, •r 
t h1nl- their tlrct co·re will be an ccbargo on gold and that 
will not be so good tor England, 11ill 1t? • And he said, 
"No,• and I t hink I 1mpl1ed at that point tbat if thio hap
pens it would be useful to have a channel opened to exchange 
1nformat1on , Taylor ed~ed that before Bewley left he said 
to him, •I certa'.nlY think it would be desirable to have a 
chl\nnel open. • 

••••• 
HU,Jr. called the ?resident ~t 9: 20. 

conversation: 
This i o their 

"I J ust tnlkod to Paris and tho Cabinet meete at.4 :30 
Parts time . That 1s in about t wo hours. The situati on, 
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to boil 1t down, 1s th1s : if the to~ctnry b1tuat1on con
tinues aa acute S3 it iB now, t.hey bt>.ve got to do something 
be<"auso it io going co fast. Up to noon 1t did not go eo 
r apidly and suddenly it took another opurt. Cochran feels 
if t he pressure on the fr~~c continues , then the Cabinet has 
to do something. This Cabinet ~oes not want to do anything 
and, therefore, they will resign. If the preseure lets up, 
they will continue until June 1. our guess is t hat they 
e1ll not do the clean-cut thing (go to an immediate devaluation) 
but they will embargo .• 

Ht told the ?resident that he was nt ~eylor •e houee last 
night t or dinner an'l th:l.t :Jcrley wo.s ?resent. ft!,Jr . related 
t o the ?resident their conversa tion 83 it is r ecorded on pa~e 
one hercwl.th. 

!!!.!, Jr. then told the ?resi~ ent t~e follo•1ng: ' The thing 
t~t you end I have to make up our cindo about i s thi s : if 
this gold continues to come in , the American banks and tho 
American steamers will be filled up end the Bank of Franoe 
will most likely nek us for help , and the question i o, Do we 
wont to help them? They have not asked us yet.• 

Thl' President then asked, "What rtould happen if we !Vould 
not let this gold in? Where would it go?" HU,Jr. cs1d the 
franc would so down and Sterling would go up. 'That would 
not bot her us much, but it w~uld be very embarrassing tor 
England and 1t might force them to come end ceo us . Our 
on~v ~~rry 1e when sterllns boeinG to drop and ao long as it 
e:oe& ul) , r.hy worry? !.ly ?nly reeling is that I want to see 
t hi s thing cleaned up and I Just reel t.nat Frc.nce hae to d? 
1t eooner or later and 1:' we give thell another artificial 
at.imulart to tide them over, 1t will not do them any good .• 

The President then said, •rn 1935 I believe we brought 
in about lt billion dollars ' worth of gold. Th1o year we 
will bring 1n another bt :!.on dollare' worth. GraduallY 
we will drain the whole euppl.y. Then whore are ~e1 It 
i s a little b1t like the banker in a small community who 
bc~1no to foreclose on a houne. He cato the property. Then 
another house is torecloeed, and anoth~r one , ~nd he gradualLY 
get.e half of thl' land in the community . ~hat. happens? He 
takes the land out of oirculntion. Finally he gets three
f ourths or the land. Th~n there is no ~ket , oeoause the 
land it out of circulation. I nstead of prof1t.L~ by his 
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J.ll'ch.ues, ho is lett l1old1ng all the land wi thout n.v 
~erket an~, th~re:!'ore , it isn't ~~rth ar~th1ng? I reel 
that w3Y about gold.• 

The Pre&!dent asked, ·~at are t he mechanics? Just 
b~~ do we do this?• ~.Jr. repl!e~, ·~he variouo banks, 
1!'-;e the Gul'.ranty, the Chase and the !lr.:U or !.!anhattar, 
let ' s 3cy , take $50, 000,000. ~he banks have reached their 
limit when they purchase t hat eo~unt because they can ~nly 
take 25% or their capit al and surplus. Then the Ban.~ or 
France asks the United States Government , 'Will you not 
buy so~e gold and hold it in Fr~noe until there is another 
boat? ' And we Gay, We are on an international e~ld bulli on 
etendard and we can ' t take it any tcoter than the boats can 
brL~ 1t 1n. or course , ~. ?reeidont, they hl've not asked 
ua yet, but the above will be the procedure should th18 ever 
co~:~e about.• 

He also ea!~ to the ?resident, 1 By the way, the Chinese 
~gain gave us a de~:~onstration . They detached their money 
:!'rom Sterling and they attached 1t t ' the Dollar, and they 
have kept their word . They ~n1d t hey would operate bet~een 
the two and tbd3Y they d1d it. Their memorandum le i n and 
we are going over 1t and any time you want them now tor tee, 
you can aak them and be very friendlY to them.• 

. -. . . 
Thoee present at the 9 : ~0 meetL~g w~re ~cReynolde , 

Uphcm, ~iss Roche , Q1bbono, ~eRa, Taylor, Oliphant and Boll. 

The Secretary discussed t he caeo o~ the two men who 
were killed working on a Poat 0:!':!'1ce buil ding at San An
tonio. He asked UcReynolds to investigate t he oond1tion 
of their families , one or whom waa a married man. Tbe 
Secretary wantv a bill introduced tor the relief or tho 
men ' s :!'ao1l1es, due to the fact that because of Government 
•red t&pe• there 1o no co~ens~ti~n ~rovided tor accidents 
o~ tb1s sort. The bill would be a1m1lar to that suggested 
by the Secretary and passed by Congress tor the relief or 
Ure . ~cClary, w~oee husband, a po11~~~ or k!e~andria, va., 
was killed while nosieting the Alochol Tax Unit 1n cepturing 
a mount aineer moonshiner. 

1o f> 

HU,Jr. turned over to ~. Oliphant the resoluti on intro-
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duced by Senator King Pnd referred to the Secretary, un1pr 
the teres of which the Pr~~ident would be aut horized to ex
t~nd to the Government of Amerioa, including the Dominion 
of canada, an invitation to attend a silver conf erence, and 
asked Oliphant to loo!~ into it, but added, •I r eally think 
we just ought t o stall on this .• 

The Secretary had before him a lotter from Secretary 
Ro,er inviting t he Secretary to name a reprp~entative on a 
board of three 8hich would conduct an investigation of ohnrgeo , 
made by ctrik1ng seamen , concerning laxity on the part o! 
t he Inspection Service of the Department of Commerce. He 
al so had a letter from Senator Copeland asklng that Admiral 
Haml et be named to a board which baa been euthori~ed by Senate 
RP,SOl ut lon authori~ing tho Senate Committee on Co~erce to 
~~e reco~endations tor necessary legislation covering the 
safety of life at sea. (Copie£ are nttccbed.) 

H!J,Jr. turned these lettero over to Ur. Gibbons and told 
him t hnt ,1n connection with Roper's letter, he dld not went 
t he Treasury to be part and parcel of a whitewash board. He 
euggooted the following to ur. Gibbons : •you go ov~r and 
oco Roper yourself , and tell him in the n1oost w~ you know 
how that if he wants a representative of the Treaeu.ry, 0. K. 
but be must be prepared t hat ~o will not 'pull our punches ' 
and we w111 say Just what we think, o.nd unle6s he 1s pre,a.red 
to hrve us tr~e that attitude, not to include a Treasury rep
r aentat1ve on the Board.• 

Glb~nr reported to the Secretary tnat he had received n 
lett~r trom a c:~ber ot the S?eakere' Bureau of Deoocrntic 
Headquarter s , and others L~ the Trcasur~ had r eceived a similar 
letter, lnclu~ng Jao~ ¥~lan a nd Hereon Ollph~~t, asking them 
t o make campaign sneecbee. He added tnat be f elt the situa-
t i on ~as becoming vpry serious . The Secretary s~id he wanted 
to mebt with his •Political committee• either Wednesday or 
Thured~y evening ot tb1e week et hie home and would make a 
definite appointment tomorrow. 

In connection with tho quect1on raioed by tno Secretary 
at yesterday ' s group m~et1ng, concerning possible loopnoleo 
1r tne pending tax blll and their "plugging", HU,Jr. received 
last night a1. hls home the fol'!.owing memorandum from Oliphant: 

•Arter the morning meeting on tne tax bill, r~rked on 
Harrison's suggestion of two alight chanaea to enable h1m 
to h•ve the bill r eported t avor eblY. 

1 W1th Uph~ and Kent, saw 9eeman, Parker and other 
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lep1tl s ttvo experts at end efter lunon to make a recheck 
on ~oss ible loopnolec . I might acy t hot our own e~erts 
on t h1& e.re !!9esre . Turney, Ken t !lnd Luak, and J)OS&tble 
1o1pholes have occupied ~ost of the1r tlme etnce ·~rob f ir&t. 

• rurney an~ Kent conftr=od my s~te~~nt this morning 
tl'~t all ::aj or loopholes havP been ,?lugged, and •.bor e re,...., in 
onl,y those m1soelltoneous minor poutbiUt!.es o~ 9Vo1dance, 
pob&i b1l 1t1ee whlcb we always ~ve 1n the case o f eny general 
tc.x bill . 

·~ reoanvnso of possible escapes with Seaman, Perko~ 
and O'Brien wee not compl et ed beceuoo of a special matter 
I cnall mention below; although on general 1nqu1ry they 
referred on ly t o Section 27(i) relating to intercorporate 
iivi dends whtch will have to be rewor ked because of the l31t 
mi nut e a.'llendinent in the House mr.lt 1ng the d1 v!c!.end year the 
arrne a & the ta~~blc yeer. 

'Instead of Harrison ' s suggestion of a flat exempti on ot 
s~.ooo for corporat i ons with net incoce3 0~ less then $30,000, 
Parker suggest ed tha t we adopt one t abl e (that with the higher 
ra t es) , let corpor a tions figure their tax under it, and then 
tax corpor nttono w1th incomes ot l eso than $15, 000 or $20,000 
that rre.ct1on or the tu eo cal cul a ted 11~tch their income i s 
of $15, 000 or ~20 , 000 . t:uch t11nc wao spent discusotng t h1c 
poes1b1lit:• or mee ting Harrtoon ' s request f or siopl11'lcot1!)n, 
and it looko ~rom1s1ng . George and I wor ked on it ooce t h is 
P.fternoon , and it looks ae it 1t c1zbt be adopted without any 
l~.:;c o~ r evenue . 

•: m~t add generally that h~vtng sone terough t~!t ~hole 
~rocees lr the preparation or the Revenue Act of 1934~ end the 
'lu•:~:nue Act or 1935, c.nd ltnol'fing bow our own staff Gr.- the two 
statts on the ~111 wor k , thlngs are ~ovlng and are bclng 
handled i n the usual wP~ , and, as usual , the procesL of per
fe~ting the bill ~111 continue until final enaotm~nt. 

"Dr . Fc1e called me about a cabl ogrom from Flack r elPtlvc 
to the transfer ot srenner in Waite ' s off ice in ?ario to 
B~eton , I r elayed t he message to Gibbons as Fet e r equested.• 

~. Jr ' a comments to Oliphant were oo ~ollow~: 'You 
assumed the responsibility of the tax bill and ! lltl w1ll1ng 
to ret: on your J udgr.ent t hat you ~~ve it ln ~~~. I place 
~ r epute.tton in your hands. You have not abused i t yet. 
v~wever , e.a peopl e call various things to ~ attention, I 
will bring them to you. We are gaoblinG to t he extent ot 
$1, 250, 000 ,000 in revenue and you fellows must be triplY 
sure tnat you are right. I leave i t entirety t o you and 
Haas . • 
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Governor ~vera sent a letter to the Secretary (cop~ 
at t.aoMd) 1n which he esr.ed the.t it the bu1lding at 40ft 
13th Street should become available , 1t be turned over to 
rurm credit for gllrage And storce;e apace. H1~,Jr . tnrned 
the letter over to UoReynoldc to invc&t1gate nn~ ~cReynolds 
reported today that 1t is ono of the bu1ld1ngs of P~1ch 
the Trr cury is C'IStod1an and that 11t present this bu1ld1ng 
1s lecced to A. W. Uellon. He felt 1t would be an oppor
tunity tor Republicans to hint of "persecution• and would be 
l~ wrong to t &ke 1t away !rom Uellon. HU,Jr. &aid thnt 
absolutelY the Treasury was not to take the property away 
t rom ur. Uellon, ~ho lecaeo 1ttor garage space. 

Bell ment1one~ the controver sy between Crowley of FDIC 
and tne CoQptroller 1 s ofttce over bills 1n Congress spont,red 
by ~r. O'Connor. Bell E~1d thrt crowley ~d called S.4Sl~ 
to h1s attention as being 1n1m1cal to the interests ot FDIC 
and asked Sell 1t 1t hod be~n cleared through the Budget and 
Bell s~ td 1t had not been. The Secretary asked tor a me~o
r'UidUJD on S. 4513, which Bell eaid he would submit. (Uemo 
1s attached hereto.) 

Regraded Unclassified 



I 

.... 

t IN TBE SENATE OF THE UNITED STATES 

A:niL 'U ( ... t&ndar day. \i'IHL lrf), !OOG 

l!r. KU<O introduced the following joint rt!OOIUtion: whit~,. .. .-...d twice .ud 
referred to the Committe<' on f'oreign Relatiollll 

JOINT RESOLUTION 
Authorizing the President to <'XIt'nd to thr governments of 

America, including tlte Dominion of C8llnda, an invitotion 

to attend a silver conference. 

1 Ruolved by the Senau and H ()U~ of R~ 
2 of lht United State8 of America in Oongrua ~. 
8, That the President is aothorizcd to 11xtcnd to the govern

' moots of A me rica, including tlte Dominion of Canada.. an 

6 invitation to attend a conference for the purpose of consid-

1 ering and devising plans to i.lJcreeee !he n!!tl of silver for 

T monetary and other pu~. to bring about stabilia&ion 

8 of the price of silver, and to formulate a uniform policy for 

I. 10ch governments with re•pect to silver. 
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1 SBO. 2. The sum of •1()0,000, or 10 much thereof u 

2 may be necessary, is authorized to be appropriated for the 

s ~penses of such conference, including salaries in the District 

4 of Columbia. or elsewhere, rent, printing and binding, print-

5 ing of official meeting cards, travel aud subsistenoe, or per 

6 diem in lieu of subsistenoe (notwithstanding the provisions 

7 of any other Act) , stenographio and other services by con-

8 tract il deemed necessary, and aoch other expenses as may .. 
9 be deemed necessary by the Secretary of s~ by reason 

10 or such conferenoe. 

~ 
lJ 
4 

I 

" <• 
~ 
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~ 
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8 

e 
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• .., OfNO:."-, s. J. RES. 254 

JOINT RESOLUTION 
As# .a.u.. tlae P\ . he I to lilted to tJae 

•-· I el A • •, iMI ti .. tlae ~ 
..... of c I • - iatU " to ..... 
a.OYW" ,., 

• -•c-..,,.._,,,_ ---........... -----
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At farlor 1 e house, laet ~t, Bewley told ae that he 
did not wieh to take adn.nt&6e of eeeln6 ae at dlnner, lut 
he wanted 11e to know that he had oabled to England rq que17 
and had reoelnd no anner. He n1.dentl,y wae qulta 811bal'
raaaed that he had not reoal'fed an anewer. I auured h1ll 
that I had gone Ohln81a 1n rq phlloeop~ and that a weelt or 
a 1aar 11eant nry llttla to ae. I told h1ll lt eee11ad un
fortunate that we oould not be ol'flllzed and han a ohannel 
open to exchange lntoraatlon. He ooaplatel,y agreed with ae. 
'l'he whole oonnreatlon wae, on the .urtaoe, 1n a ""1'7 llght 
't'eln, lut underneath both of ue were •er:r eerloua. 

He aelted ae whether he oould han an:3 lntoraat1on on 
the Chlne1e negotlatlone and I told h1ll that he would ha'fe 
to be patient tor a few aore da;r1 u we oould not S1 n h1ll 
an:3 lntoraatlon untll the negotlatione were OOIIpleted. I 
aald to Bewle7, 1 I oan tell 10u th11: our negotlatlone are 
not eeltleh and our aotlne are 1n the beet lntereete ot 
Ohlne. 1 He aleo aade a f\uln1 reaarlt. He aa1d, 1 What do 
you hear about Lalth-Ro81l1 and I aald, 1 'fel7 llttle. 1 Be 
1a1d, 1 Well, don't 1011 know what he le doln6t 1 and I 1aid, 
1 1o; don't 10ut1 He sald, 1 fhe1 don't lteep me tntoraed 
at all. 1 

If Bewley did not gat the polnt ot rq oonTeraation when 
he waa at the offioe, namel1: that I wae tr,ring to open a 
ohannel to exohenge tntoraati on, ha oerta1nl.Y sot lt laet 
nlght. Be eald, 1 What do 1011 th1nlt 1a golng to happen 1n 
rranoet Do 1011 th1nlt they will daftluet• and I eatd, 1 I 
thlnlt their firet aon w1ll be an •barso on gold and that 
w1ll not ba 10 good t or England, will ltt1 And he eald, 
••o, 1 and I th1nk I laplled at that po1nt that lt thle hap
pen a lt would be useful to haTe a ohannel opened to axohange 
lntoraat1on. f&1lor added that before Sewley lett he 1aid 
to hla, "I oertalnl,y th1nlt lt would be deetrable to han a 
ohannel open. 1 
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Of/' N~ "ORK 

o ....... _.. .. l'N, ,.""',r-r: CORRESPON DEN CE 

Cl)llr1UJ~.~ IDola- SuBJccn ,., •1 ne 'e!I M Wftl 

L. I . ' alkc -- ~or zneeo, 

11r. lel\oa cell .... •• 1111 p. •· ID4 \all~ .. '- .. •'•• •• 

tollowillll Uaeca 

•~taat., baft sa aS84 et tale pnen" n: •• 18 t111ea 

'Pha,.,. h e 'IU'T b..., t1ew ol lel4 ,.,_ Pane to I• loa ead euta-1 

11 baftal • .,..,. 4Uftaalt u.. .. keep tlae 811 .......... to uu. 

•• haft eo order INa ,_ to _. pU d tu.n eo 1 ... T au n s.-

hr .. t 700 d ell to a,.,.. ... ot .U ,...,_, n.o. INa ~ •• 

tol'lt eod be.,. u bold u.. pU ....,. fer ,_,. eea " Oar u a as. 

11 ~" 7ou _, to PI'WPD' -• ot \be ~-• ot lel4 INa Pane • 

In l oJk, At uae pr11n" : •'• witll pU taot.ed bePe et d a sc tM.•, 

•• o-t ot o.rec wlk ,, ,_,. 11a1' ot tu.n 1a 'a' • T1 14,.. 

be ia.._,Red 1a ba9iac •e _. 1e14 lor,.. 1a Pane et ..._,.,flu 

'' 1 ae14 beton, c:en.-c1 _._ w ..., u.. ,.,, ... nu sa Pane .... 

At the oUp et 111aleb tale pl4 1e ao'l1lll •• ... 1\ 1IUl - M e 

que.U. ot tta4'"1 ee : tn•• • at1 uc. U e lMic ot Hppt'll 

~ 
faaU1Uea ¢x14 U.elef, U.C l'dc 1e 1tk~ to 10 ... U ,_ en -' 

"' 
1D a ,.uu.a w pq ...,. u.. tM."• 1\ aq ot 11 ..., M poeaDle ,.. 

u to - ,, taaet ftcu'e en- -. •n er sa Pane M8 ...._ '" I' 

UlilllftlllbM:••'- u ... ldcll tor ,.. to .,., , ..,._ ,.. 

CD tbiak ot P _ .... Plfi•J•P 

l tcW lel._ ""' ., -u1 .. 4 ot ....,. a. .... Ide ...,w, l•e 

hla ..,scQJ• ... ,.u _.,., •• sl 1 u _.. ._ - ,_ -~~••• U, .... 

.. , sa.a,, sa .,.. .. "••••• MI-.U .. 
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LOCHHEAD Is ~CRT 'l'O '!'H!: 3ECRETJ.'R.Y 

lalkad h- 'lrl. til the leoretal')' thh nnl'IIC 1.1a order to dhcun \Wo 

qu .. t1oca which cae up thh athreooc. 

(1) !!It 'lukara Truat C~, I" York, r.celn4 a cable troe tbalr 

Loll4oc ottlee aaltlec wllather &014 ccro.ld be tlhippad fi'OII tba OaUe4 stat .. 

to oreat Britala 'b7 n .. reculatlou ot tlla secretal')' ot tlla !rea~ or 

whathar turthAir lepalaUoa would be aeo .. ea17 to allow .aoh tlhip.-att. 

!he Ballkart 1'ruat COIIpllllT, ... York, P"' a cow ot thh callle to tile , ... ral 

ll"arn Bllllk ot 1 .. York, who 1.11 turn DOtltied ut without a4Yld'IIC the laJikan 

truat Compao.r that lt h.a4 beu 'bi'Ol>&ht to the !~'• aUenUoa. Sucb 

thlJ8ellh couU. ot coura• be ma4e 'b7 r eculatloM i"uad 'by the Secretary 

without turtber h«talation, 'but lt wu tbo~t dp1t1caat that thh polat 

lhould be 'bro~t up 'b7 tha llallkert truat ~ at thh particular twa, 

( 2) 'l!he Bllllk ot :1Jl&lall4 called tht raderal .a .. ar.,. Bllllk ot In York 

reprcllec the or4ar placa4 'lrl. th t h• to pu-chaae 1014 1.11 the Lolld.oa -.rttat 

at $34. ?? per ounce , all4 a MIIOraAibllo conrt.ac thl• hlapbo1111 con•treatt.on 

11 attached llareto. llr. Enolta wat a4•leed to i llfoi'ID tba IIIIDk ot Jecla114 

\hAlt $34.?? .. e the -.n- price whlch could 'bt app11e4 to our order to 

'b11.7 ~ol4 in London " &117 prict hlsllar than $34. ?'7 would rahe the co•t 

ft thlt &Old when 4elhtra4 to tht thllta4 Stat" to onr $36 1111 oUACt , It 

•• 4eci4e4 DOt to .a-. coutar propotltlon web" ~·t•d 'b7 the 

llllllk of Jnslu4. Ae .-.noaa 'baalta are appuan tl7 taldac care llf tlle &all 

ao.,.. .. , tro. rraaoe to tlla UnUM sat•• 111 a •t1tfeatol"7 11114 aoi'IDal -r, 

the 1apllcatlon 'b7 the llllllk ot :lllclall4 tllat tlle BaM of ,_, re.,Ure4 -

help 111 •lll\allllJiol the tollar t- ratt .... aot - wnanta4. AIIOtlltr 
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raaeoG for a ntua1 to ralea oar ~111 rah allow• Pt.?? for pU 

cl.ellnrecl. 1ft LoGcl.oa but parcba .. cl. lG JraDOa le tbat thle woulcl. -

that •• would. 'ba ~1111 a hl&har rata ~ plcl. 111 Parle thaa the 

CODII&rClal b.u. ftN 4o111C at the pHM"'It U•• 

• 

1w 
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Auociated Oae 
and 

Electric 

IJa,y 51 1936 
Wideman's memo to secretary outlining present statue of 

case and requesting interview to settle policy matters. 

UN' 27 I 19:58 

Conference in Secretary's office with ur. Frederick s. 
Burroughs, a Vice President of Associated Gas , and Or. 
Starch, 1n which !Jr. Burroughs protested against Treasury's 
activities in connection with Section 77-b. 

wuet 21, 1936 

Oliphant's statue report. Negotiations under way looking 
to possible agreement which would terminate Court proceed
ings. 

September 29 1 1936 

!Jr. Oli phant's memo on latest development 1n case. Pro
posed settlement being submitted to Judge uack. 

November 19 , 1936 

Wideman and Oli phant conferred with Secretary. Aeeociated 
Gae is endeavoring to arrange some procedure tor lifting 
the Government •s lien so they can do so1:2 refinancing. 
He also informed the Secretary ot proposal to appointment 
a commi ssioner who would attend directors• meetinge. Wide
man said Court might euggeat him, to which Secretary gave 
no answer or comment. 

November 20. 1936 

HY,Jr'e telephone call with Landis suggeeting Kent die
cue& with h1m the propoeal to appoint a commiseioner . 

JanuarY 6 , 1937 

Oli phant •• full memo on draft of etlpulation with Aeeoci
ated Glaa and Electric. 

( . ywryS:Q· ~~7 
Olipb..nt 1 s memo report g on ..rings in the chulbers of 

73 

J l.ldge lola.ck in wnicll Yridem;.u m..de 1 t cle~or Goveruaeot w&s 
not & p;.rty to ~pprov~ol of stipulations &nd reserved right 
to protect no t only c.ssets of the "'olllp&ny but to collect ite 

tax. 
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DEPARTMENT OF JUSTICE 

lla,y 5. 1936 

The Bo110rable, 
'l'ho 8ecret&r7 of the Treasu17. 

ll,y dear llr. Secretarya 

In cozder.ce wi\ll 7W eweral wMlca aco 7W requeatecl 
illat I keep 'fW 1D toacll with de'\'elopuDh 1D the A.eoc1atec1 
O.a aD4 nectrlc CCBpal)¥ cue. I han talked to llr. Ollphant 
about 1t troa t1Ju to tl.lle. 'l'ho attached a..:.randlD will pn 
you a general picture of the pree*'lt atatua. 

The 77ll prcceec11nca 1D llew Yorlr: han been nry actin. One 
phase went to the 01rcu1 t Court of ~•ala. '!'hat Court entered 
an order on Jur1ec11ct1onal queat1ona to<lq. 'l'ho tald.ng of teaU
IIIOny on the quutlon of 1Deohenc7 will prcbablT ~• nut 

•••• 
You will 110te !rca the encloaec1 Jaeorandlla that ae,Jor qua~ 

tiona of pol1c7 are 1DTolTec1 u well aa ll1chl7 teclmical aD4 o-
pl1catec1 le.!al probl••· .Uthonch there 1a no queatlon of policy 
call~ for an ~ec11ate dechion, auch quutlona will arlee 
before lon&. I aholl be glad to confer with you whenwer l'OU 

w1 ah o.t such ti.me end place aa you 111117 11141cate. 

Becpecttlllly, 

I ' 

-~ c...,h ~ · lJ I t.t.a.... ~ 
nAB J ()nnw••' 

Spe<;lal .t ... htut to the .Atton~~r 
Oc>aral. 
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DEPARTMENT OF JUSTICE 

llq 15, 1936 

In ra: A .. oclated Gas and llactrlc C~ 
(!anal. 

'fh• Departlaent of Juatice entered the abon JU.tter on Deccber 
20, 1955, when Me .. ra. Oliphant, Jacltaon and J:ent of the 1'ra&Rr7 

Departlaent and Mr. Bo7d of the fax Dlrtaion conferred with the 
Attorney General. ~t conference was 1n reference to actlon to be 
taken 1n the praaarvation of tax llena axhtl.ac 1n faTor of the 
Gonn:aent and arhlJ:l& by reaaon of a Jeop&N,y aaaea.unt 1n the 
approximate sount of ~,000,000. At the tl.ca of the conference 
there waa pen41ns before JW1«a Mack 1n the Northam Dhtrict of 
Vew York an lnToluntary patltion tiled by certain creditora aeektnc 
the raorgAUlizatlon of the Company under Section ?7B ot the Bankruptcy 
Act, aa amended. 

On Vond.!v' , Dac•bar 23, 1935, the Gonl'DIIent aalced, and was 
sranted, 1aaTe to appear 1n the 77B procee4lns U pcua curia. 
Slnca tl>&t U.ce we han caratlllly followed the procee4lnsa 1n that 
caae. 

Upon the raqueat of the freuury Department we prepared and, 
on Mondq, rebrnary U, 1936, filed, 1n the Northam D1etrict of 
Bew Tol:ic, a Bill 1n aqui ty for the foraclo81.U'a of the tax lien. 'fha 
Bill aeeks (a) 111 inJunction pendente ~ to prennt the 0~ 
from 41apoaing of ita auete: (b) a recelTarahip pendente !.U! to 
preaerve the auata of the OC.IIIp&DY; (c) diaconry u to the auata 
of the Company and thelr location: (d) a flnal decree entorcln& 
the tax lien ag&lnat the aaaata. !!le anaral dafandanta han flled 
saneral appeeranc .. and haTe flled .co tiona to 41 l.lliaa, and, 1n the 
altarnatlTe, to atrika portion• ot the Bill. 

A atud,y baa bean 11114• ot the obJactiona raiaad to the Bill &Dd 
a .c-..randla ot law •bo4Tlnc the rellllta of that ail>A,T baa bean 
prepared. ~ .coat aerioua qu .. tion 1a whether a Bill to f oraoloae 
• tax lien on paraonal property fall a w1 thin the pneral Jurh4iot1on 
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of a cou.rt of equity. !he contentioll will be lla4a 'b7 the other 11de, 
no doubt , that the Oon"""ent haa a plain, adequate .M c011pleh 
r-...1¥ at law 'b7 .-ry proce .. for dhtraillt and aale. Ollr et'adJ" 
conTillcea ua, howner, that the Bill h aail:ltaillable llll4er t.ha cir-
CIIIIetallcea of thh caea. !hera ~ be ~r obJecUona to t.ha Jill 
'but theee are easily curable by .. .,dment. Of cov.rae , ill the 11cJlt 
of more complete illnattcation U aa3 be da•ed a4Tieable to fila 
an .. ended Bill, 

!here 1a 110w pending before the Congreae a Bill to suthoriaa 
the Federal Diatrict Oourte to entertain IUita for the foreclo8Ul'e 
of tax liens on personal property. I haTe collaborated with the 
!re11.ury experte ill the preparatioll of thh Bill and llr. Oliphant 
telle 11.1 that it hae a good chance of paning at thia aeaaion of 
Co~aa. It h d-ed but to delay calling up for arcu-ent the 
Company' a 180tlona addreaaed to the GoTernaallt'a Jill of C0111plaillt 
until Congreaa acta • 

.lasuming that the 180tlona are denied, we will then be in a 
poaition to aile for an inJunction pllldente llit• !he probab111tiu 
are that this will be cranted. .l somewhat a1m1lar i .njunction waa 
granted by J wl&e llaelc in the ?7B proceeding laat year. If we were 
euccea.tu.l. 1n thh, the Compazl.Y would probably attaclc the Tali41ty 
of the anu•ent per .1!. by enewer. !'he anticipated croun4 of the 
attaclc ie that the aaaaa .. ent ie arbitrary &114 capriciouo; that the 
auuaant wu not arrived at through proceuee of reaeon1ng which 
are reqvJ.ai te to the enrche of thia 41acret1on 'b7 the C..Uaa1onar. 
!'hh, in rq op1n1on, would preaent a juat1ciable quutlon end the 
court 110l1ld han the power to inquire into the tl'tl.th of any IUCh 
allacatton • 

.l .. watng that we would be able to onrcoae the lmrdle laat 
aboTa referred to, we would then 4ea1ra t o aellc the recaiverlh1p 
aid prayed for in our :11111 of Complaint. It •••• 4oubtfnl that the 
court 11111 grant thie relief. !he C<m!p&IIY could urge upon the court 
aan,y cona1derat1ona -c;ainat euch drutlc action. !'he Ccepall,T could 
probably &Told the raca1nrlh1p 'b7 offering to ~oa1t the aecuri
tlaa .W.Ject to t he lien 111 th a deeij!ll&ted depoaitory to ua1 t the 
out coae of the rut. u •••• logical to IIU})poea that the cou.rt 
would be 41epoee4 to accept -• euch plan u an altal"'lllthe to 
raca1Terahip. OliOa the Ta1141 t7 of the lien h aatabliahed the only 
judicial act necaaaary t o d1epoae of the cue 110l1ld ba to deer" 
the aala of the property lllbjact to the Han. !!be court aigllt ra
tuae to appoint reca1nra for thh limited purpoaa. lly thh courea 
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of ,. .. eoniAC I aerely &MD to wgeat the 41ft1cul Uee ill OUJ' path 
aDd 110t to ~UC&eat that no ,. .. eona exiat for the crenttnc of a r ... 
cetnrebip. In a ae.le of property of thia JUCII.itnde , and ill Ti .. of 
the tact that the GonnDent 1e the ccmplaillant-l1en holder, it would 
aetm eaaenttal t o haTe a receiTerehip in aid of eale. 

!l'hie brlnli:• ua to the quaeUon u t o 'llhat OUJ' attitude ebould 
be ill reference to the 77B proceedlnga. If the bankruptcy petition 
1e epprcnd all other matters (except the proceedlllge before the 
Board of '1'&>: J.ppeala) are mtomaUcally abeorbed ill tha 77B proceed.
inc. We could , of coUl'ae .. held our equity IIU.it ill ~e;yaJ~Ce pen41n& 
the outc .. e of thoae proceediJI&a. It we puraued thh courae ot 
iJiacUon, OUJ' poaition would not be -tarlally altered 'QPOll the 
.-pproTal of the petition. le would haTe 110 Toice ill the aelection 
of tro.ateea. l e could ( thro"a&b the Secretary of the !reaaury) r ... 
Ject ~ plu of reorgani•ation which did not prOTide tor the pei11lent 
of the GonrDilent•a taxes 1D full; but we would haTe no Toice 1D the 
formation of a reorganhation plan and, hence, would not be 1D a 
poaiUon to illaiat that eome prov1&1on be made for the thcuaanda of 
hcldeu of Olaea .1. and common stock of the COIIIP&IlT• It we * uld 
interTene aa a petitioning creditor, it ie extremely doubtful that 
the other creditors could queetion the Govenmaent • a statue.!!.! 
credl tor; it we do not intervene, and the petition 1e approTed, 1/lJ¥ 
creditor and the truateea might attack the Tali41 ty ot the lien and 
the OonnDent• a creditor atatue when we eeelc t o praTe the tax claim. 
!l'hia might, coDCein.bly, neceaeitate proTlnli: the tax claia before 
the court 1Dataad of the Board of 'l'ax J.ppeala and of proTill& the 
Talidlty of the Jeopardy aeau•ant. 

'l'he 1D41cat1ona are that the court will eoon reach a trial of 
the iaaue of 1DaolTency. l e are now con<blct1Dc a lengthy atw!T ot 
the authorH1u on illaolTaney and -thode of prorlnc 1Dao1Tency. le 
han t'luniebed the 'l'reaaur;r Department with a atat•ent of epproTed 
formulae. '!'hat Department 1a au1a1lat1Dc 1h data on the iaaua as 
appliot'lllle to the aeTeral f ormulu. ltr. Barr ill , who handled the 
lta1l :rrawt Innatiption tor the lederal Burem of InnatigaUon 
will be 1111ployed by Treasury t o apply the tactual data conta1Ded 1D 
hie report to the iaaue of 1Daolnnoy. 'l'hia won: haa been UDder wa;r 
for abau.t one .,nth and it will be at leaet another month batora 
we can reach a tentatiTe anawer to the queeUon of 1DeolTency. 'l'he 
worlc 1a bailie conducted with two obJectiTea ill rl .. t (a) lirat to 
4eh:na1De if the C~ 1a eolTent or 1DaolTent; (b) 1D the eecoDd 
place, if the 0Cialp&D7 1a det.mllled to be 1DeolTent, to prepare the 
nldence thereon tor u .. 1D court , u thcucll the l)oTe.---t ,....e 
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co1Jic to pron ineolTeDCT w1. \bout M:f aid wbateoner froa e:D.T other 
11Upnt. In other words , if the CompM:f appear• to be ineolnnt 
from 011r atl14,y, we are go1Ac to hawe the Gowernment re~ to make out 
ita own lndependent caae. 

It 011r etl14,y ohowa the COI!pM:/ t o be ineolnnt and our a))ility 
t o prove that tact, thia raieea a aerioua qneation of policy. Shall 
the Oonrnment telce ectiTe atepa t o aecure the approwal of the peti
tion 1n the m procee~al 'l'hia poaltin actlon , i .t thoucht de
alrable, mq be telcen 1n one of two wayas !he Gower,..ent can o!!er 
proof and actinly participate (a) ae uicue ~ and 1n the nature 
of partna patriae; or, (b) a• an inteneninc petltionillg creditor. 

!be reaeona 1n faTOr of actiTe p&rt1cipat1on are three in -btrl 
( 1) fo protec t the preeent tax clalll of the Gonr...ent. It the tax, 
aa fi.nally redetermined, ehould be between fifteen and thirty million 
dollars, it h d1!!1cult to understand how such an 111110110t can be 
collected from an 1neo1Tent compaey without e1 ther dlal'llpt1Ac the 
S7at•, inJurihe the Senice, or turther mulching the 1nweat1nc po.bl1o. 
£ rtorG&Disation under Section ??B would aeem to afford the onl7 
alternntin, (2) fo protect the Government aa to f'u.ture t axu. fhe 
Syetem' a tax matters are handled nry larcely b7 a peraonal compaey 
of Howard 0. Bopaon. It 1e to llr. Hopson ' • peraonal adwantage to 
han the tax affaira of the S7ahm in a contu.atd state. It thla 
Syetem can be restored to a eolTent baaia under capa))le and honeat 
manac-nt , the Gowermoent wUl etand t o profit nry materially 
thr0\l41b prompt collection• of true tax l1a))il1t1u. (3) fo afford 
a<ll!le meaaure ot protection to aecuri ty holders and the ceneral 1nweat-
1DC po.bl1c. In paat yaars the CGmpe:D.T haa .w:cetded 1n plaelng 1n 
the banda of the 1n•eat1ng po.bl1c waat -unta of more o r leae worth
lea• aeeuritha. lll1ch of thia baa been dee t o financial raclteteerlnc 
on the part of the management, 

I t ia a very aerioue ~eation aa t o what atace of the t rial of 
the inue of inaolnney the Government ehould tue positive acti on. 
llaturall:r we would like to aee aa liNCh ae ponible of the proof of 
the petitioninc creditore before decidin& that queetion. Bowner, i f 
t he Oonrnment 1a so1Ac to proceed independentl y 1n the bankrupt oy 
prooetdlnga auch action ehould not be too lone delaTed. 

:aupeot!ully w.bmitted. 
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The attached legal op1n1on trom the General Counsel'• 

oft1ce wae nrepared 1n answer to the Secretary's queat1on, 

Could the Secretary ot the Treasury rea1gn trom the Board 

ot Trueteea ot the American Red croeal 

S1nce t he Secretary hae decided, tor the t1me be1ng, 

not to resign, th1s opinion 11 being t1led tor record pur-

poses . 
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TREASURY DEPARTMENT 

INftft Oli'P1ea COMMUNICATtoN 

<o 11r. Tqlor 

.- Yr. Opper, Aet.iA& C.nel'U ColmMl 

You baYa requeated -r op1n1oa aa to wlletber the Secret&r7 a:r, 

u be eo deairee , renp troll the Board or 'l'ruatMa 0~ the a.erleu 

National Red Crose. 

1he Aloerlou lational. Red Croaa waa reinoorporated by J.o~ o~ 

Janu&:rT s , 190S (title &6, 0 .s.c., aeee . l~ls). Seot1oa 5 or the J.ot pro

rides tor the goftrnin& ~. DUel7, tha cen~ ~ttee, eou1a1.1n& or 

ai&bteen persona, and aeoUon 9 pro'fidea u tollowaa 

"'l'he endo-t ttmd ot the .\Mrlcu llaUonal. Red 
Cross aball ~ kept and invested under the ~~~~D~~g-t 
and oontrol ot a board ot Dine trnateea, who aball ~ 
elected ~roa t1lle to t1lle by tba incorporators and tba1r 
auoceaaora \IZIIISer ncb reKQl.ationa re1udinc tenoa and 
tenure ot office, accountall1llt;:r, and upenae u Nid 
incorporator• and aueoeaaors aball preaerl~. • 

It -. clear that the prodllioDI ot aeoUon 9 do DOt upreaa 

or iapq a UDdate troa Con~reaa that tba S.oret.u)' o~ tba Treaaw7 _.t 

aerYG as a trwltM o~ the Red Croaa. 

The regnl&Uona pi'OEl«ated puriNIDt to aect1on 9 appear in a 

puopbl.et laat printed in Sept..ber, }.g15l and oonte'nlng tha c:llart.r, by-

ddaa u tollona 

"The Board ot Dine TNataaa ot tba lbdo t 
1\md reqa1red to ~ aboMD by Seotion 8 ot ~ ~ 
to Inoorporata TlM barioan lational Bed CroN, u 
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ueDded ll7 Ul .lot or Cotlgreal 1 &pproYed Juae 2!11 
1910, m•sbt alan to inglude t.bt Shret whlic 
ottioua or tile United State.• wbo, 117 J'eCI&lar ap
point.en t IIDd oontiru. t.1oa, are in diacblrge or 
public dati .. ,. rol.l.ont 

•1. !be S.cret&r7 o~ the 'frM81U7. 
2. !he Treuarer or tile United Statea. 
:s. 'tbe officer o~ the United State a 'freanr7 

Departloent wbo ~ haa U.. to U.. be deaigD&ted 
by the President o~ tile United Stataa as a 118!2ber or 
the Red Crou Central COIIIIIittee in puriUIDce or the 
last el.auee or Section 6 or the Act or Congress 
appro...cl JIDU&r)" 6, 1905. 

•!be President or the Red Crose be and be 1a 
bereb7 requeated to notit7 the incmobente or the aboft
nlllled omcea or their deaigD&tion liT the Board or 
Incorporators o~ the J.aerican Red Cro1a to t'Ul ~or 
the tel'llll or their ineuabenq o~ the United States or
rices bald liT thea reapecti'l'l~ the three Yacanciea 
that will exist in the Board o~ Trustees on J8DD11"7 1, 
19115, and attar the aaid date to gin silaUar notice 
as Yacanciea MiT occur 111011g the Oni ted States orticera 
re~e.rred to. • (Underscoring 11Upplled.) 

117 aaction 8 or the 117-lant 

"'Jhe Preai4ent or tile Oni ted Statea aball, 
upon bil acceptance, be u-otticio President or !be 
'-rican lational Red Croaa. • 

It WOilld a~ear tllet the Secretary, the Treuurer, and the 

other Tre&BUJ:7 Departllent orticial rererred to are intended to be di.,_ 

t.inguUbed troa the eo-called "non-otticial -ben or the lloard" which 

are pro'l'ided tor in aaction 1(b). !bet Motion proYi.dea, inter aua, 

that the tel'llll o~ ottice o~ the 111x -rt'icial -.~~era will be rev 

;years and that azq 't'loenq that aball ocoar -a thea will be tille4 

in a oarta1p - tor the u.. to allpae before the nut -tiztc or 
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tbe inoorpor&tor•J &Dd tbe three ottic1ala referrad to aboTe are 

listed, in the !!aport ot the Boerd ot Truat.ea tor tbe fiscal 7MZ' 

eJicled June so, l9S5, u •l!lt Ott1c1o IIMbore• (eM pqe 161 ot tbe ,_,, 

Report ot The bericu lat10Ml Red Crose tor tbe TMr aDded J- so, 

19S5). 

The regulatiou OOJitain DO provieioJia r&latJ.ac to the ..._r 

ot f1ll1Jig Tec8Jie1ea oocurrinc IIIIODg the three •ott1c1al" -bora ot 

the Board tor the obrtOWI ree.aon that the persona ret erred to ( tbe 

Seoretaey, the Treasurer, and the Treaaur7 Depar~t ott1c1al aenillc 

on tba Centrel eo-itt.H) are at all tt.ee tbe inouabente ot ott1c1al 

&OTernllent positions and are, pre_bl7, oonatBJIUT anilable to fill 

the three ott1c1al -borehipe UIODg tbe nine -bora ot tb.e Boerd. 

I ban DO 1ntorut1on ae to wbetber e:rq ona wbo, bT ~ ot 

his bolding publ1o office, baa boretotore been dee1pated bT the Pred

dent u G ~rot the Boerd ot Traateea bu ..v dl>cl'necl to aerw. or 

bu resigned tro. the Boerd attar acceptin& Ule deeipation. Bo...-rv, 

the prortdou ot the resu1a tiona appear to be 88r8lT ad'ti110r7 - "'Die 

Board of nine truat.ea * * ou&bt &l:wa;re to inolude the three publ1o 

ott1oera ot the United States * * • - and there wwld appear to be DO 

110re than a dat1n1tel.7 exprea..ct dedre ot the inoorpor&tore that theM 

three ott1c1ala aerw. u tnateea ad DO 801'8 than a '10lmltl.r7 acoepw.aoe 

ot the •deatgnd;ice• bT the ott1e1ala -u.-4, to- ritlaoot 1: JID 

aation. lA the abMDoe ot a etatutol7 ....sate, '11111oh 1a ent1rel3 Jeo'rtnl 

in thia - · there woald appear to be DO Mtbod llberebT 8:ll¥ peNa 
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oCNld be l~ requlred to tal N ll the dllt.i .. of a truatee or -u 

be le~ preYUted trc. YOl11Dt&rilJ' ret.irla& trc. the !loud at Uf1 

tiM (Brim •· IMm''"M· lG U. S. l!2J IA It I!:!!R'"D 'D=I!:* Qo,, 

201 Fec!.151.6; Ipterpat!!l!!.!l "Pk Y, Fab!r, 86 Feel. MSJ FH:rlM I• 9' PC• 

711 J'ecl. 116) . In the ~ inatance, the dllt.i .. ot 8IICII u ottioial 

are eubatu~ •'•'ler to tboae of a direato:.' of a oorporatioD ..S 

the pertoMaDce ot euoh dut.iee 11 a purel.7 "f01UDtel7 matter with the 

individual in qgeat.ion, it being iapoaaihle aa a praot.ical aatter to 

the handling of u orcubat.ion'e ttmde or in ita bueineae problau. 

Accordi~, it 1a rq opinion that the Secretel7 aq, it Ul4 

when he 110 deairea, reaieD hall the Board ot Trueteea ot the Red Orou, 

~_e:!# 
April , 111116, 
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... ,...., .... ,..,.. .... ., ..... 
w&.- llllft ,_ \ ttel I liN fit ..... ~~~~~ 

wtt• te c atwu.. o•o _. ,._ ,._ 

(Signed) E. !11orgrnthnu, Jr. 

... .. 11aL? I 1 

Qdtel 9\ltlN 9 •• 

• 

9 I·-· 
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--~------.. ----...... _, ...... 
~ .. -. .... --.-.. -.-..-,. .......... 

---.._ .. ~--

lly dear llr. S.cretar, 1 

--"''"'*·-__ .. __ _ 

For 1ovr iarorutioa, I • •cl.oaiac MNri\la 

eoplea ot two letters whieb I aa t.bis dq •••d!nc to tbe llcm. J. F. T. 

0°COilllor, Co.ptroller of the Curreaq, aDd lloD. leaH JODes, ~ ot 

the R. F. C. 

:lecre~ ot the TreU11r7 

as 

Regraded Unclassified 



.;elf 1 
11: 
l~!~ f -

IJ 

i•l ~~i~ r~ l f •!i ~rla ~ rf ••rc • • ~~~ !~~2 ~ 
i liM! s :j a, ll<'&! ~ 

r 1 ~ f •J ~ ' E ~ i, 0 i ~~ ~ 
' Ill { .. u '"I r re. c I! 

f! ~ (... ~:;· 1-L. :: ~ r 11 ... 1 M l f "C ... 

~ rtl r~ !• 14 ~~~ ~;ir ~~~8~ f ~-~ laf~~ .£ ~!£ G .~ .l.l 
1 iflt ijt.fi ;! '•' Ji!i !til~ 

i:! r~ -~ 1} iff rl-t ~Ji; 
!a: f

2
it!. ~·· !f~ li!l ... !f (i ~ 

I;~~ f 8; f ... ! .. ' f • ~~I .. •i f • I !':'' ~ria ll'l f ~~ 
l i i .. ~ 11 (!' !i li ~' ~! ~~~~~ 
• 1ez :& E' : .. f' Jisl fill 

! •! 5 r. 11 E: j ~ r a 5 J- f I 

11: ·I'=: tr ji · frE !~~~r 
ta1 J.f~~~ ~~ [! f=r J ~~~ 
r~J •~. ~~~ r• IIi t~i· 
li:: ifJ' ' 

f .. 
p 
p 

' .. .. 
!4 .,. 

0 
0 
lQJ 
~ 

Q) 

-.J 

Regraded Unclassified 



I II r:= r; ~· .!'•fi!. ~· f "" 

' 

•. ~~ !~~~ ~~- ~--i lit ~ 
' i~~ ~~~ ~i l ·~ ~ ~ f• J:f! til ~,~~ f:i f 

. I il ~•if li' ft'l 'fr i i f f !i~ ~J~:~ !1; ~~;.~ ·~~, -
~ s ~ ~3• 8~rt! ,ir. ~~·• l,r~ 

. :: f nl 
l ::1 •';it ~~~~ fill ~~~: .. 

! 

J J il~ :t~i~ 1:i!··r !l~: J~,-~ 
• Jfl,~.. ,. t-j.. l . i I ., .. ,~ .. 0 ,~ ' ~· i .. .. 11 ~f 1 tr" fl I t rl t::l' ~I'~ J:f •f ~r! Iii , , a.. • 1 .. --~~r ~ .. fe. -
'f ;I J; )a· f~f~ of;' 
fE ~~ I f i r 

1 

!f ~,~~ ~f· igli ,, 

0 
f CO 
? lQJ 
I ~ ... • 
~ 
~ 

CD 
CD 

Regraded Unclassified 



c 0 p y 
89 

Washington, D. C. May 1, 1936. 

My dear Jefty: 

In re; Leo T. Crowley 

I was recently 1n St. Paul speaking before a Democratic 
Convention , as you perhaps know, and beard several very ugly rumors 

with reference to the above named gentleman, to the effect that he 

was very heaviy involved 1n some banks at ltadison and ltilwaukee, 

Wisconsin, and also some other banks which were taken over by 
these National Banks . 

If the rumors which I heard with reference to his being 

involved to the extent of from 4l to 5 million dollars are true, 
it would account for some of the things Which have beon going on 
1n the Northwest 1n permittin& some of the banks to control his 
appointees . 

I was informed that this was going to be brought out by 

the republican organization in the !lo:thwest, and that this money 
had been made up to the banks by loans from the R F C. 

If ~ informant gives me the correct information with 
reference to this, it seems as if it was a scandal which would 

equal the Teapot Dome. 

I a.m taking the liberty of writing to you 'lfith reference 
to thi s matter , and to ak whether or not you have any information 

on this subject . I understand that you approved the appointment 
of Mr. Crowley in the first instance, and I can hardly believe 
that you would recommend a man for this position if the facts 
Which have been given to me are correct. 

I would kindly ask you to give me a report on the matter . 

If you feel you cannot do so without a re&olution, I will introduce 

in the Senate calling upon you for any information you may have 

upon the subject. 

With kindest personal regards, I am 

Sincerely yours , 

Bon . J . F. T. O' Connor, 
Comptrol ler of the Currency 
Treasury Depart•ent 

(Signed) Burton K. Wheeler 
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COPY 

washington, D.C., l,;ay 1, l93C 

UY .. ear Chairman : 

When I was 1n St. Paul recently, a r eport cace to ce to 
the effect that l.!r. Leo T. Crowley v.ae involved ln two banks 
in Wiscons in, one at U8dison and the other at ~lwaukee , and 
also in s ome other banks , wh1oh these two banks consolidated 
wi th . 

It was also repor ted to me that the extent or hie belns 
i nvolved 1n these banks was around !1ve million dollars , that 
the l oans made by the banks to him were upon extremely question
able paper, t hat 1n t ac t they were upon stocks whloh hed not 
been authorized by t~e Company, or Secretary or State or ~ls
cono tn. 

I was ale? informed that because or thesi losses , the 
bankc were f or ced to borrow !rom the R.F . C. , and that your 
organi za t ion was t horoughly familiar with the situation, but 
thllt not 1v1tnetand1ng t hat fact you wore one of those who recom
mended ~. Crowley tor hie present position. 

I t i s l nconce1vablc to me, that it the fa cts a s given to 
tl"' are correct that you would have recornrended him in the !ir3t 
ln!t ance . ! r. vlew of the tact that statenente ~ere cede to ce 
t~~t you were thoroughly tamll iar ~ith t hese foots , I would ask 
you, uhet her or not , you have in your !llee any records, or any 
1n!o~~tion, concerning the above &t1 mntt er. 

If for any reason you feel you cannot furnish t his informa
tion t o me upon a mere request, I will introduce a resolution 
in the Senate, asking that the same be furn ished t o that b~y. 

~1th ~1ndest personal re~ds , I am 

Sincerely youro 

(Sgd) Burton K. Wheeler. 

Ho~orable Jesse J ones , Chairman 

Reoonstruot1on Finance Corporation 
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COMPTROI..L.ER OF THE CU~ 
WA8HINGTON 

~ 5 , 19S6 

II)' dear llr. Secreta.r)'r 

'!'banks for your ~dUll of JlaT 5th in .-.terence 
to Jlr. Leo T. Crowle)" ill your letter to .,. on ll&rch 22, 
19&5 . You say that you have received no acknowledgment 
or fUrther collllllunie&tion fro• me on this matter . 

In this you are in error as I told you that I had 
received a full and COIIlplet e report eade by one or the 
Exaainers or this office 011 the activities or llr. Crowley 
in Wisconsin. I further advised you that I had also told 
llr. Crowley that I had this coaplete report and llr. Crowl8)" 
told .. that he hoped that I would not present this report 
to you as it would ruin lWo and that he desired to resign 
his office as CbaJJMD&D of tba Federal Deposit Insurance 
Corporation immediatel7 upon the signing of the Banking 
Bill or 19&5. I euggeste\1 to you that in aa aucb as llr. 
Crowley was going to reaian I could see no need of opening 
this report and causing him ~ embarrassment. You felt 
that this was t he proper position to telce and since that 
time the oatter bas rested. 

I attach berm th a 11e110randum handed to Under 
Secretary T. ;r. Coolld&e under date of~ 4, 19&6, together 
with atatea:ents of loans 1n various banks by llr. ley. 

Honorable Henry lorgentbau, Jr. 
Secretary or the Treaallr)' 
~&abington, D. C. 

• 

s2 

.. 
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With refenDCa to tbl attached COPT ot latter aDd excerpt. 

taken froa report. of aua1n•t1ou or tbl Flret Wbeooa1D lat.SDD&l 

Bank cL IIUWllhe dated April 6, 19)4 and ot tbl Flret Natiolllll Bank 

ot lladiaon, Wb eona1D, dated April Z1, 19)4, it rlll be not..d at tl» 

tiM cL tbl n .. 'naUon tbl Firat '111aeooa1D lat.iolllll Bank ot llllnllQa 

held obllp.tions of Ill". lAo '1'. Crowla7 aDd Ilia 1Dtareata UOUDt1og to 

t400,;I9S . 58. S1a1lar oblipt.iona l»ld bJt the Firat Rational Bank ot 

lla.diaon uounted to 1606, 501. n . 

'1'be pl.aDa for racapitallzing the banka heft been coaplet..d. 

lloat ot the loana retarrad to in the schedule held bJt the Firat '111e

cons1D lat.iOD&l Bank were cll&rged. ot t . '1'be bank still carries, 

accord in& to tbe last report, the paraolllll loan of Ill". Crowley 1D tbl 

uount ot 18, '79~ and cbarpd ott $1S7 ,000 ot tbl uoUDt prertoua!T 

<juoted. The onlT other loan carried bJt the abon nuac:l bank 11 tbl 

b&lu~ or the 1Ddebte:1Dees or the GeDeral Paper and Suppq Coapaey 

and tbl Crowley Wbolaea.le Grover.r Co~ a,.,untin& to $S7, 781. 

The bank referred to abovo reduced i ta oo_,n capital bJt 

1~,000,000 tor the purpose ot au1Bt111& 1D tbl el!a1Mtion ot los aaa 

and 1Dcreaeed i ta capital bJt selling $101000,000 pratarred stock to 

the IIPC. 

'1'be loantheld 'bJt tbl Flret lat.iolllll Bank ot lladiBon, aaoUDt.-

111& to 1606, 501 baTe been entira:IJ' ellainatad. Tl»ae loans ware 

aC(juired troa tl» State Bank of W1ecooa1D at tbl tiae it aa taku 

OYer and i ta 11ebilit1Ba asauaad by the natiolllll bank, tbl nat1oaal 

bank bein& pr&Dteed against loaa bJt tbl 'IIJ.Icooa1D Ben1c•herea Cor

porat.ioa, wbich Corporation brrowad approxiaataq $4 ,~,000 tro• tbl 

RPC. On Fabrnar7 6, 193~ tbl Corporation tranaterrad to tbl Ulldi•Sded 

protita ot tl» nbJact bank 1996, 847. 91 1D the tiDal aatt.laaent of l ta 

I'IU&DV 1D oo~maot1on with tl» State Bank ot WlacODBin .... ta. '1'1» 

lte• cbarpd ont ware 1Dclwt.d and t.rauterrad to tbl 11800D81D 

Be•k•barM bJt 'AT ot u aasat dirldend to atocklloldara. '1'be oapltal 

aWI!cture ot the J'lret lat1oaal 11u1t ot lladiBon aa alae atreQitblnad 

lilr ale ot 1500,000 preferred atoak to tbl IIJ'C. 
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JC1 dear Mr. Secretary• 

Q.Qfl 

TREASURY DEPARTMENT 

COMPTROllER Of THE CURRENCY 

WASHINGTON 

Deea~~ber s, 19U. 

In response to your letter of yeeterdq advi11ing me that the 

Secretary bad called you on the telephone and is arud.ous to have in 

writing a aeaorandua outlining the facts in regard to Mr. Crowl.,., I aa 

transaitting the followings 

On or about February 5 , 1954, Seoator Vandenberg of lliob.igan 

called •• on the telephone and said thAt he had infol'IIIAtion which led 

hill to believe thst be should vote against the confiraation or llr. Leo 

T. Crowl.,. as Cbai:nun of the Federal Deposit Ina\U'$Dce Corporation. The 

Seoator then seot a letter by aessenger u!dng specific requests for in

formation , and in this letter, Seoator Vandenberg said that he hsd bad 

the confirmation of llr. Crowley temporarily held up pending tho receipt 

of certain Womat1on. On February s , 19114, Senator Vandenberg sent a 

second letter requesting additional infol'll&tion. Copies of both letters 

fro~~ the Senator a.re attached to this aeooorandua. 

I talked to llr. Crowley about thie lll&tter and replied to Senator 

Vandenberg under date of February 7, 19S4, oopy or which is also attached. 

At the ti&e I dictated the letter of Feb1"\l&l'y 7th, llr. Crowley wee at .q 
dealt and assisted ae in c011pUing the infonoation which I gave to the 
Seoator. In order to secure up-to-date inforsation, it was necessary to 

have an exaainer aake an investigation in Wisconsin, and at the suggestion 

of r.lr . Crowley, I selected lolr. R. L. Hopldns who was a ae~~ber or the 

national bank eX8JIIining force , but at thet time had been loaned to the 

Federal Deposit Insurance Corporation. llr. Hopld.ns aade a report to 11e, 

copy of which 1a attached. Tb.is report was transaitted to Senator Vanden

berg and oopy of -:r letter of trenaaitt&l 1a also attached hereto and COPT 

' of Senator Vandenberg's ecknowledge:oent of the saae. 

94 

A newspaper 111&0 recently advised •e that Senator Lafollette was 

in the city a few c!qs ago and had sade the state~~ent to a nwober of people 

that be 'M>uld have a resolution introduced in the Senate investigating llr. 

Crowley and the facta surrounding b.is appointaent. IC1 first intorution 

that llr. Crowle7 was being considered for the Cbainoanabip of the Federal 

Deposit Insurance Corporation was from the press after the President bad 
sent b.is naae to tbe Senate. I felt it -:r duty, in view or the endorseaent 

of the President and the Secret&T)' or the Treeslll7, to do evef7Uling I oould 

in an honorable wa:r to ban b.is appointaent confinled and Mr. Crowl.,. ap

preciated nry aucb mat I did and tha a~~b&rraa1111ent thst I saved hill before 

the ea.ittee and also thet1nal etatellent or Senator Vandenberg to .. o.,.r 
the telephone tba t it I would 110 express ooyself , be would w1 tbdraw b.ia 

objections to the noainati on. You wUl note in Senator Vandeoberg'" letter 

of rabN&X')' 15, the followin.l! paragraplu 
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"'n the baala or theee oo-tcationa, llr. Crowley's 

noaine~ion na conriraed lae~ nigh~. I hope he will f\ll.l7 JuaU.ty 

the oonfidence which wo all are reposing in b.1a. I teal sure be 
will aalce eY&ey effort. • 

11ben rq a~tention was called ~ Sena~r LaYolle~~· a 
position, I ll&da a further exaaination or rq recorda as nl.l ae 

tho lea~ exaaina~ion of the bank, which I bad not done before 

this inciden~ and it would appear ~hat the Hopkins report is 

mialeadtng in the following particulars& 

His report ahowa llr. Crowley owed the First Wiscoosin 

National Bank of Milwaukee $160, 295.58, whereas the National Bank 

Examiner's report or April 6, 19M, llhowa that Mr. Crowley owea 

the bank $274,295.58. 

llr. Hopkins ' report sta~a that on Dece:aber Sl, 19SS, the 

net proprie~ey interest in the General Paper and Supply CoorpaQ:f 

(large~ owned b7 llr. Crowley) is $455, 655, with current aaeeta 

of $491,259 and current 11ab111ties or tM, 632; that included in 

the current assets, however, is an excessive emount of receivables 

wb.lch llhould be eubstantially discounted, but on the other band, the 

co~~pany owns the en~ire a~clt of the Goodall Crowl&)' Oil C:O.pany, 

which shows a net worth or $148,080, with curreo~ assets ot $192, 652 

and curran~ liabilities or $5, 962. Tbie appears ~ be s .. ewha~ at 

variance with ~he National Bank Examiner' s report which shows the 

General Paper Su.pp~ eo.pany and the Goodall Crowley Oil Coapany 
owed the First Wisconsin Nation.al Bank $124., 500, the Exeatner stating 

tha~ or the re<~einhles of the General Paper an.d S~ Coorp&Q:f, 

$SM, OOO was due larg~ troa the Crowla;rs and that the re<~eivahlea 

of the Goodall Crowley Oil C:O.pany, $154,000, are practicall;y all 

due from the Crowleys . 

llr. Bopltins' report sta~s that llr. Crowley and bia brothers 

have full operating oon~rol or the corporations and be bas bean advised 

are uldng aatiafactoey progress in operating such corporation&. 

The Bank Exuinor states llr. Crowley is too badly extended 

to give VJY protection ~ his indebtedneaa e.s aalcer; that $5, 500 
represents deliDquent in~res~ due; that his colla~ral oonsiata 

ot atock in a closed lladieon bank and 458 sharea or General Paper 

Supp~ ~ and Crodeye' llbolesale Groceey Coapan;r, which ia 

worthless. The Exaainer etates the indebtedness of llr. Leo T. 
Crowl&)' originall;y represented a reorganizatioa or the Crowley 

debts oa a ro~7ear plan that was unsucceaatul and that the 

obli&aUona ware rearranged in llarch, 1955, to be pe:r&hle fin 

years later, with interest at ~ per ann-.... 

The Wiaconain Bancsh&Ns Corporation baa secured a loan 

troa the Reocnatruction Finance Corporation in the uount of 

$4.,000,000, 11bicb it 1e understood ia ~ assist in tak1.ng cere 

ot th.eae lo-•· 
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Att.otaed bereto are eopl" or llebeclulea tu. troa reporta 
or uaa1J1at1on, oae rr- tbe rirat Jatlonal Blak or lad!-, n-ata, 
report dated April %'1, 19M and oae rr- tbe rirat u-llin Jat.lou.l 
Banlt, llUwaube, Ws.-ein, dated April 8, 19M. 'l'beH ft.re tbe lut 
exuinat1ona ot tbeae baalta .ada tv tbe ec.ptroller' e Otrioe. Boweter, 
1n the regular course tbq will be exuined acain llbort.J,y. 

Cord1al.l7 ,oura, 

Honorable T. J . Coolidge 

l .P.T. o•<DmOR, 
ec.ptroller. 

Under Secret.e.%7 ot tbe Trea•\11'7. 

9S 
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LOANS AND DIBOOUII'l'Sa 

$108, 500.00 
Leo T. Crowl117 
A. II. Scbulkaap 

Slow 

$40, 000.00 

Collateral ia a contract dated l>me 28, 
1952 or Young It Co. sold to •· B. Batton 
by Crowl117 as Truatee. Original uount 
9CII baa been paid down to 48M. It ia 
claiaed by Batton contract has been 
paid down to 4al. The llaber, which 
originally wea the baaia or the contract, 
waa moved into Hatton 1 a own yards and the 
greater portion sold or absorbed in the 
inventory or Hatton & Co. ao thet it cannot 
be ident1t1ed. llo supporting data for h. 
H. Hatton signature, but claiHd responsible 
tor balance of eontrect. 

$1 , 500.oo Ind. a , 795. 58 
185,795.58 
Leo . T. Crowl117 

Bacll7 involved with heavy other 
bank obligations. Slow portion protected by 
abare in substandard listed and unlisted 
stocks held for the benefit of this bank 
and the lat llat. Bank or lladieon. llo 
evidence of ab1l1t7 to pq. Obligation 
dated 19SS aaturi.ng 19M e :1$ interest. 

124, 500.00 
General Paper Sply. 
and Crowl117 llbolaeale 
Grocery Co~~Jl&D;Y. Coll . stock 
Goodell-Crowley Co. baa no val. 
This stock is bald pro rata with 

60,000.00 

claia of 156, 000. held by State Bank 
ot !lis. Quick aaaeta or 188, 700.00 
against current debta of 50.711. Debt 
to subject benlt and obligation to State 
Bank or Madleon in uoUDt of 156,000. 
deferred to 19S7. lncluded in aneta 
are 105,800. e~~tire stock of GoocJ•ll
Crowlll7 which 1a bellend wortblesa and 
S2S, 700. due froa ofticere. Sales laat 
year 408,000. with net profit& ot 2,000. 
Fixed aaeeta carried at lD with ecc. or 

Doubttul 

te,ooo.oo 

25,000. 00 

Loee 

teo,600.00 

152,000.00 

10,000. 
Thie benk baa pl.tma apprond for r9duoing i ta ~ capital 

troe $10, 000,000 to ts,ooo,ooo, ud.ng the released capital and part of it. IUJ'

plus tunda to charge ott loaaeaJ md increue ita oapltal by eeJHng $10,000, 000 

preferred atoot to the R.r .c. 

Regraded Unclassified 



Report ot En•1nat1on ot Uae J'int lat1onel llek <11 ladi-, Wbcooaill 98 
elated AprU 27, 19M. ' 

LOANS ANDDISOOIJIITS 

&50,478.&8 
Leo. T. Crowlq 
Baaed oo partioipatioo 

aundr,. etocke together 111.Ua 
guaranty of unknown value 
at this tille. 

158, 025. && 
Genera1 Paper It Suppq Co. 
Collateral or no credit 

value. Stat•eot would 
•ua&eat liquidation possible 
aa ahoom. 

100,000.00 
Gooclall..Crowl117 011 Co. 
Stat-t poor. Pa.r-te 

should develop per schedule 
of aatur1t7, Liquidati on aa 
claaaified a suggested 
poaaibillty. 

$£0, 000. 00 

89, 000. 00 

so,ooo.oo 

Doabttul. 

$55, 000. 00 

10, 000.00 

r.o .. 

87, 025.&8 

40,000.00 

Tt!e Holding Coapany aHili&te of thia benlt bas a plan approved 
where]¥ it 111.11 borrow $4, 000,000 troa the R.F.C. .lbout $1. , 000, 000 at thi.a 
uount is to be used to ellllinate UDS&tiafactor,. aasets in the benlt. The 
benlt itsalt is se111ng $500, 000 or preferred stool< to Uae R. F.C. 
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! ~ ''~ o~lled ~oin~yre about the O'Connor-Crowley f1gbt 
:&nil. !.lointyrc said be was Ju"st calling me! tna~ he was very 
mu~h worried aUOut 1t; that O'Connor haa been over to seo 
h\m and O' Connor seems worried. I read u~Intyre my letter 
to ~ ' Connor which I sent in to O' Connor this morning. It 
w~• newo to Ucintyre. 

I told l.!cintyre thl\t Vandenburg .l".nowo all about this. 
He said, "I l;'low he doee, • and be ea!d 1 Both O'Connor and 
cro·dey hove got to explal.n soce ot ~he things thot thf'y have 
done .• He then asked me to cooe to, I gathered,~ confiden
~1al ce~t1nga at 2 : ~0 on ~oueing and ~anted oe to stay behind 
after the ceot1ng and tal~ to t~c ?rec1dent about O' Connor and 
Crowley. 

99 

Regraded Unclassified 



I 

~ 

I· 
~ -
• I 

' I 

' ' 
i 

I 

1 

' l 
I 

• • , 
-~ 
I 
• 
j 

At & P.ll. 011 llaT 6, 1131, tu 8ecrot11r7 called C011ptroller 

0 1CODDor aad ¥1'· llcRepoldo 1A hh offico \o 41-• tu record ao to 

nat ha4 lwppeucl with ro8J10Ct to certata cha.rpo ..a. apt•et 

Chal- :Leo ! , Crowlq, of the hcloNl DepooU IanNace co,.,._u ... 

-· 
100 

!'- loerataq eallell. the C011ptrollar'• aU•U• \o lah (the Soeroterro) 

totter of llq &, 1131, to tho C011ptroller, Which recUell. the tact 

that tu S.crotaq1 t letter oa tU - .VJoct d4roooe4 to tU 

0011ptrollor oa llarcla 22, 1135, ba4 aot ""' aolalcorlo4cod or c-tell. ...

o1aoo 1\o roeoipt 1t:r tU C011ptrollor, u4 to tU tollwia& .,.~t 1a 

llr. 0 1CCIC:ilor1o roplJ of lllq 6th aa toll"•' 

1 Ia thio J01l an 1a orrer aa 1 told J01l t.hat I ba4 

roee1Te4 a tllll u4 c011pleto ro-port -.do 117 oae of the 

ez••i•oro of tlaio office oa t u aotiYitioo of 

llr. Crowlo:r 1a Wi-•ia. I tvtlaor eii.Yieod J01l that 

I ba4 aloo told 11r. Crowlq that 1 ba4 tla1o t..,..ato 

ro-port u4 llr. Crwlq tol4 • that u hopo4 \hat 1 

woul4 aot preont tlaio ro-port to :rev. aa it • oul4 1"'6a 

hl.m aa4 that u 4eo1re4 to roo1p laio otttco aa ClaairMa 

ot tu Jell.oral llepooU IanNaco OorporoUoa t-uatol:r 

• 
wpoa t1ao •tcaiac of tho W•Hac ltll ot 1116. 1 nuo•W 

to :rn Ulat 1a u ..:Ia aa llr. Crowlq waa Piac to rootca 

1 eoul4 - ao aM4 of opT tac tlaio report u4 -tac 

h1TT.., -.nu-t. t• toH tllat thio- tho Jll".,.r 

poottt• to t ab u4 •tao• tllat ttJIO tho •tter .... roaw.• 
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!ftw llecretu)r eltp].a1M4 to llr. 0 10011Aor tllat h11 nccml1 

1111Ucate \bat 1t h ltl'. Olo.aor wbo 11 1a III'I'OI'o Ia Uhilll\14 \o 

llr. o•c-r Ill• a.Al7 •tl7 ot Jluocll 13, ltaa. whlch 1&1oat01 n 17 

olear}T U.t ltl'. o•c-r•• caannaU• wUII \lao locre\u7 ntoii'I'04 

to 1a Ill• (o•c-or•a) letter ot te4q act-.117 took plaoe • ~ 12, 

19315 . !ftw SocntUT alao called ltl'. o •c-or•• aUGUaa to tlao tact 

tbat on llaJ'cb. 31, 11311, at\er etatt •etlac, til. C011ptroller ~1al4 

to ~~peak to tlao Socreta17 al- all4 at tllot tt. •tatl4 tllot 1M 1114 

receincl. a <rol-.illou npon oa tllo Crowlq ~ter aa4 bad placl4 tba 

report 1A t11o lown a.ru.r of hle 4eu •opae4t U.t aner rotlecUac 

oa the -uer 1M (tllo Socretu)r) c- to t11o ooaclulma that lie wu 

UD1111llg to an- 1&7 allan ot tile retpoalllllli\7 tor 4e~ 

f1aal 41epodt1GD ot t11o chug .. ap.b•t ltl'. Crowle7 aa4 1184enook to 

Ahcu111 tlao -uer tvtlaor witll Collptroller o•c-r t11o aut 4q 

llarcb 23, 19311; tllot lao cU•conrl4 ltl'. o•c:-r wu aot 1a Ill• oftloo 

aa4 fiaallT loca\14 b.1a 117 \el.,UU 1a tlao J'e4eral •••rn '1oar4 

oC!lces aad 'lllldertook onr t11o telepboae to -.b clear to llr. 01COIIAOr 

tbat lw, SocretUT llorgqthaU. coa•14ere4 that tliAl cUepodtlCID ot 

tiM Crowle7 can rel\14 oa tha receipt of a report tr. COIIPtroller 

01COIIAOr .u.taatlatlJIC tiM ollarge• u4 \llat tlao -"" Unl4 lte 

clo•e4 vp ~t}T-..., or tM otllort u4 tllo\ atter c-1-.uac 

tlao tel~ CCIDftl'l&\1-, fR fear Co.pti'Ollll' 0'0-l' 414 M\ 

cle&r}T adere\uA 1111 atUhlle, 1M lla4 Wl'lUea tba Ca.ptroller h11 

letter ot llal'ch 23, 19311, 1tat1a& bl• po11tlea .. tell..,., 
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•coattrala« ""' \elepbne ooanrnUoa of to

dq, I - wa1t1Jic for J"DV report oa llr. Crwlq 

eo Ulat I - claM n.t thh -ttar. 

0 I th1ak that the cbarpe that ,_ er1C1MW 

qaiAet Mr . Crowlq ebcnU4 lie .-.etaat1ate4 or 

w1 t bll.ratna •• 

llr. 0 1CGDaor e\ate4 tlat.t he had 110 clo.,_t ...,. e'ricleac• to 

I'IIJ)etaattata hie recollocttoa u t ,o cltecueloae w1 th t.M Secreta!')' 

011 thte .-.Joe\ nlleoC(III1lt t o March 22, aac1 that he wo11lcl aot tvtbn 

chall~ the S.cro\a!')''e roott&l of wtlat hac1 tru~ep1re4, 'lnlt t b&t 

he rolteclupall the lloCrl taJT'I COQTOI'OUOII With h1a 011 the - dq 

• • JuUftcaUoa for ••.-iac that he, the O~troller, •• to clo 

IIOthiiiC tuther 111 the c&M - t tl aft er t he llocro\&!71• roturll to 

leoh1Jictoa a~ later. !boo roeorcl• of thta tolepbo-. ccaftrnUoa 

11 aUecbM, !boo lut u4 e1p1t1c.at :part ot U h u tell ... , 

0B.II, Jr1 - u4 JOU cellO to Coollclce u4 thea Cooltqe ..,. theM 

MA17M•-

0 101 '1'bat 11 Ril)lt. 

B,ll, Jr: -U14 tlMa ,_ 0&14 70U ""11'• aathttecl -

o•c, ft&t'• ~'· 

B.ll. Jr1 -ucl 70U 0&14 r-'4 ..a e4cltt1oaal &anat~U- -

0 10 1 'l'llat ' • r tlbto 

B.ll. Jr1 ... -

O'O' It'• all oorroot, 

B.ll. Jr1 .., pMlUa to I'• nUUIC for JIM to either clear t.M 
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- or to \rlJIC ollarpo, 

o•ca wan, if - 1f - 1f - 1f .u tk1ac - 1f tlla tlWic - it 
he ehnJ4 t ... ftt, 4o Jell Ullak 1\'o uceoMI)' te 
ta,tv.re ..,oqt 

!,II, lra Well, l 1w Jut 0~17 cot to _. U. poelU• the\ l'a 
wal tiac tor a repert Ina ,_. 

o•ca Wall, that ' • alrtpt , t!Ma. It ,_,u 4o that -u1 :rn 
p t Nck 1°11 aU 411n 11114 talk wtt'b JOil UCIIlt U, 

!,II,Jr: All rl-"t· 

o•c: .Ul ~t.• 

!'be Secrei&J7 polated o.t the t act that 'blo letter t o the 

C~troller 4ate4 !larch 22, 193&, •• wrlUn nltee~t17 to 11114 la 

coatu..tl• ot 'blo -.tl.enhnd'DC of the tel._ c•ftna\1• la 

quotloa, u4 Ulat the le t ter -t be accept ed u a clear otete-t 

of 'ble podU•, 11114 that • that \aoh the rellpOilol'blll\7 tor ulqlJic . 
4hpoelUoa of tba charc .. •J••t Mr. Credq reota4 oolel7 rit ll U. 

C~trollor. 

!ba SocretarJ otate4 that ba felt tba C~trellor 'ba4 ~zopu17 

u4 wl t 'bmlt Jutlf'lcatl• llioropreonted t o .bolot u t 8ocreiu7 CU'b'boae, 

C'balrua leuo l oa .. ot * I r c. u4 llanla Mcla\7N 11114 c-ehalll7 

to o\Un that the ritllllo141JIC of ts.aal 4lopodtl• of U. erotrlq cue 

woo &. to t ba loore tol7'• 4lotacllaatl• to p;... U. -\tor, .... 1a 

that CDBUCiloa M4 called attoail• of at lout - pail- .-4 

t o tlla fact the\ Mr. 0""'107 'ba4 ...,1qe4 the 8ocre\al71
• .. ,_. 1a ~· 

orpalsaU• at 11\eral ocquo•etl•· !1M 8ocretar7 •'-ted tJiat ba 

felt 11r. o•c-r 'ba4 .Unaka te 4ofea4 'Ill• ... acu- la ihl• 
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U¥ deropto17 dat-te c oacomtac t iM leonta17 to ..,_ at ~ 

U• Nl4 etated. t-Nt 1M lla4 u4 would coat ta. to 4eta4 u4 prdH 

tile leontaJ')'11 ottlcW -.ch u4 c..Sw:t at all U•• u4 -ur all 

cl~taac... !1M llec ntaJT etated that 1M 414 aot coae14er tbat 

llr. 0 1C01mor'• -.ctloaa la thh caeo Juhtied ew:h a •'-'-' n hie 

pert. Tile S.cnta17 told llr. 0 1Coaaor that he wu aot lM'..,ac tor 

ednce troa ~ u to wtlat -.ctloa llhnld 'be taDa 1.a thie or U¥ 

eUilar cue; tbat wtlat 1M lla4 orl&U&l}T aalatd tor u4 wu etUl 

Hekiac -· .U.taattatloa ot tiM charce• .a apsut llr. Crowlq 

u4 1t nlletu\lal proof wen offered ot ~roper acu- l.a41catlac 

atl tao.. to hold tiM reepoael 'blo poll Uoa aow occvp1ed 'b7 llr. Crowle7, 

1M wo'llld i.alht oa llr. Orowle7 Y&eat1ac that potittoa, but 1t oa tiM 

other hu4 ac ew:h nlletaatW eY14aace nre tortbA='ac, 1M felt 

t ho • tter llhould 'be 4hpoeed ot u4 t iM cln4 lifted tr. Jlr, Orowla7, 

!he 8ocretaJ7 etata4 tbat Clla1r.a leoN .J-• lla4 req~~~~et_. 

a haariac wi th tiM Prealdaat oa thle •Her u4 that tiM Pfaa14eat lla4 

t bed 11 o'clock ~-rrow, lla7 8th, to 41ecue the •ttar with 

llr • .Joaoe, llr. lloiatrre .u 11r . llorcnthaD, u4 lla4 roquated tlMt 

llr, 0 1CODDor 'be pr .. ftt at \bat coatera-.ce u4 pro4ace tiM report 

coaceraiJIC Jlr, Crowle7, 'llblch tiM Coaptrollar lla4 etata4 ba etUl hol4.1 

aOJIDed 1.a hie 4e8k, llr, O'COilMr proCeed tO M pre-t at ., 

o.!enaco/ 

• • • 
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........ 1111. 

DHr J'eft71 

Cofttln1111 ... Mlo;ll•• ea

YerlaUoa or to d.,., I u ... ulac to. 

rour ropon OD ... • CI'OWleJ' 10 tbat l 

aUt oloee oo\ \hla •"-• 

l tblalc tlua\ tbo obulu tba\ 

J'OI& orSclaa\ed 11a1Dn •· Cnwler ..... , • 

be n'btltllltlated or wl\aldraa. 

Si.D.oeHlT • 

•· 1. " · '· o•c-or, 
C..,UOll• or tho Cun-•07 • 
Waab1QitOD, Do Co 

• 

Regraded Unclassified 



Jl.l .h-1 

o•cwa 
B.l.h-1 

o•c1 

0'01 

o•o1 

H.Lh-1 

o•c1 
HoLJ'rl 

ll.l.h-1 

o•o1 

o•c1 

Bello. 

Hello. 

Jlcaj a>rae-•Mwa. 

Ob ~. how a-. J"'Olf 

APe 70'1 1n the hohl t 

..... .. ]. ... 
~-

lo, Ita OYV ~ 1n the P.s.r.l ....... B0Utt. 

Ob. 

Ob. I -teet to talk to J"'Ol about tbe c.ow1.,. •"co• 
Oh ,... o Aft7th1lll bappfte4 l"ltO~lJ'f 

lo1 I•n ,_ t.elk1ng ' t o..-er. I • I'•• KO\ 
01 Jib~~~~' aDd Jeft'T hea , Ollpbat ad J.rl 
Coo1lc!;e 1n r:r:r r .:xa aJid we '•• boen go1.Qs OY_. 
t~~•ns• 41114 I ' • sola& ...,. t w • Jl!&b'. 
Yea . OoiDS to be n1a7 l QOif 

llo, ~- a •• t. 

Ob~. 

• ad I • I e'mpl7 ~eel tlat thU Whole -"-' 
1t1 re.t1ns on r ece1 'fins t he repw t; t'roa J'CIIl• 

~'··~· 

106 

- ad I - I tb'* w o P' to ol- -ap t=be _.._ _,_,or the~. 
w.J.l • or aoww, the cml.r cla23S• ot ho'MIII U 
1tl u • bodJ 1lp u-., -~ - f'lol..t ,._ 
~.,..,. or -bodr llliOIUCl- U .- 'bu7 
~euon out theN ehCR&l4 s et 1nle7 e4 &•' fdJr " ehoet ~ aJ14 .eb lt 'FPPUdag hei'Bo IIOife 
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B. K.h'l 

o•oa 
B.K.h'l 

B. K.h'l 

o•ca 
B ••• h'l 

o•ca 
B.Lh'a 

o•ca 
II.Lh't 

o•cr 

o•oa 

• I • 107 

.._,,.tile a.lc:, I .. , .. "e"'R&t .._.Ita • I'• .- • IIIIIJ t 'J ' I.e -' M ....... 
Will •Ul J011 &-' 11Mk. '1Mt'4 be 11111J Mn 
t •'J '• ....- ln•• 111' "- wtMI n. n 1• 

hU• I 11ana1 t Ope I Ue I reel U.t - ,_ - ,_ ....... -
I kD~ I 1CDow eD4 I 'll • I ' ll ope U 111111 p 
" DII&D, blat: I • I • 

• IUI4 I .tMl that the r~lbUl~ I.e )OUI'Oe 

!bat'• PiCb'· 
• IUI4 • I - lt eo bapp•ed \bat I -. doWD a\ s.. Iolu4 Beaeh • 

'!'Ita' ' • l'lP'. 
- and ;rou ,_to Coo''"P ..s tJMa c•u• _.. 
tbooo ~J'OM-

'ftlat'a ........ 

- aD4 ~ 7D'l ell14 JW •c•'t .. ,un .. -
,.., .. ~·· 
- aD4 JOU oaid ;rou'4 aob ..sditlOD&l 1Dnotl
ptlCD8 -

!'tat'• ~----
II:F pooUloc lo I'• -.!tllll .ror JVV. to el~ oled' 
the 1-.Jl Oil' to bi'ID& e~ar&• 

wen, u - u - u - u u. tbla& - u -. Will -
U M ohoal4 ta~ oat, ~ JOG Wak l''• •••n I 
to lDJ- "*"''"»' 
hU, I'ft _. .s..l7 p\ \o tUo tl1lll .-ttl• 
~~:~~a' I'• wltllll rOll' • ••• ' ,.._,..,.. 
hU tilat'• all rs..M \Mae u J'Gil'll .... , .-i! JOG '" Mak l•li .u a.. ..,. talk .. ,_ 
ollcat: t,. 
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I -.w noel..-.,_ le\te1r et.,. ..._ 111:14, &a ftspran te 

.U. of \be •- 4&\o -l'llllll tM 4hpoo1t1oa of oonala ¢ fPl 

-a. • ••t Cllal- r- t . c-t., of tile I'MQal o.podt 

Iu~• Corpontloa - U... a J11V .. , Ia II!WIII ,... o\o\o I • 

&a o"'"' &a .., •'-~' u.at I line .-1...a • r't?:r\e«s t et 

., loUer ot llaJ'Ob 3aa6. 1135, IIIII',., to hla,... • t11o 

• Uer olllco \11&\ 4&\o, 

I O&ll ,_ att•Uoa to tM tao\ tllat IIIIJDI'U. w ... Ua17, 

Ia tlh1oll l ,.. .. ...,. a 4&1\7 1'0001'4 et • ottl.W 1111\o, tM 

OO&ftnatf.oDt to tlbloh ,... I'Ofor Ia ,_ 18\\or to • • , .. pt.. • 

llanlh U , 1•1 u.at ,... ropol'\o4 to • at\oJ' otatt -•&as • 

.. J'Gb 11, 1136. tllat 7R MA ,_...,.. a ftl..S • "--' • ... 

01'0Wlq •ttor M4 tbat pov. M4 pW f.\ - · l Ia tile "Mtt • 

druer of ,_ d.e*t tllat 1 oallo4 ,.,. • ... \obpl tile .n 

4a;r, 11aro11 aa, 11131, ..a t ol d ,.. *' t ,.lt t t. c..d• c11 •• 

oboul4 1le dlopooo4 of ~t\7 - ...., 01' _tMI', 0114 tllat t wu 

waHIA; 1M a JWjiOI't tra ,... a Wtlat ... tllo ¢· • o at• 
JQilllll4 *•r\ol&a M lllftetlpte ,........ after a ,....,U. ftpOI't • 

Ule •tW. 11114 MOll -TJ I I I 'r Mf Ooe11Ap1 Mil Ulat at\or I W 

• - 111!84.., -.~U• wtth,.,. •-. tollp'••· &a-.. to 

mils ~'17 -. ... U.t t MA .U ..,..u •Uro\7 ol•r, I ....,. ,.. 

u. lo\\01' of ....... a , 1•, otaU.. tllat t - wa&t&as f w ,_ 

report oa .... CI'Wlq oo U.t I o.U ol- tllo •ttor 'liP• ot..o I 

fol t tile obarpo sbol&ld 'lie a¢otlatlaW 01' wt~-

la Yl" of tile ol..-oo of ... 1'0001'4o of tis •Uw, I • 

ooartllllo4 \llat ,_ J'MOlloott.oa le at tllalt. 

a.. 1. •· ' . o~oo.__, 

c-.uonw or -. 0111 r ,. 
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Dear Henry, 

.Aa I told 7ou ;yeoterda,y, there e.re nDOrt aDd atatemenh that heft 

come to the White Hcuae to the effect that certain 1nd1'1'1duala 1lbo bad cleall.np 

1n the '8ank1ng atr&ira ot llr. Crowle7 were later 8111plo784 b)" 11r. Crowlq, u4 

I beUeft t.hia should alao be atraigbtened out wblla the preaent 1nftatS.t1on 

11 on. It it should appear that &n7 or the following 1nd.1'1'1Ahlala eftr nce1n4 

&n7 coq,enaa.Uon hom the hdAiral llepoait lnaurance Corporation , 

'l!om BMN 
J'red c. Xellogg 
a. t. Hopldna 
C. L . Pitmu. 
He.,., L • Zlatrn 
.Utorne7 ~"7 

the AIIOWlta ot 8UCh COIII(Iella&Uon should be aacertal.ned, aa nll aa the data or 

~ol.nblent, 1t &n7 haft been appointed b;y the Corporation, also a atat-nt aa 

to whether or not &n7 ot thaae 1D41'1'1duala were formerly emplo,-.4 b7 llr. Crowla7 

1n lhcona1n 1n connection with &n7 ot hh loana, b•nJc1ng act1'1'1t1u, mek1ng 

report& or a:adHa tor him, or anociated with h1a 1n &n7 ot hie enterprieea or 

banQ - alao 1t he dealt with &n7 ot thea 1n &n7 ott1c1al capac1Qo' 1n 11acona1n. 
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TREASURY DEPARTMENT 112 
.HTDt Of'P'Ica COIIINUNICATtoH 

DAn 1!-.y 6, 1936. 

10 Secretary llor &entha.u 

.-.. llr. 'hylor 

Subject: PoiDta in tho m•ararul& aulnittod by tho Chinese ropre•entativoa 
to which the Secretary• a attention ia particularly called. 

I 
"lo!omorandUIII on 1noroaa1nf1 tho use of silver" 

1. In the aocond paragr aph of Section IV, Page 4, with rotor once 
to the miDtinf; ot the new ailYor coina 1n China, there 1a no indica
tion ot the l~h ot time tha.t will be required to pr epare the Central 
J.aDt tor tho taalt ot aintl.D,s aizeablo acnmta of the runr au ... r coina. 

The hiatory ot the operation or tho Central !ant 11 one which 
may juatly r aiae 10110 doubta whether tho noceuary alterationc will be 
completed quickly . 

It would oroate a favorable improaai on here, and would ~t tho 
sene time avoid uncertainty u to tho time of 1aaue of tho now ailYor 
coins if tho Chinese Govermnent were to have the n"" coina minted here 
until auoh time aa their cnm mint waa ready to talco over tho operationa . 
There would be a doubl e adVUIItage to the Chinoao Govorncent 1n that ar
rangac.ent: (1) they would expedite the appearance ot tho nft coina and 
incr eaao their oxooae roaorvea; (2) thoro would bo a call aarlnc - 1t 
a credit 11 to be extended requirin£ aU·nr u collateral - because 
the oUTer reoelTed in f orm of old yuana 'lft>Uld have to be refined here 
at their exponae. If the old coina were to be m1Dted 1Dto new ones, 
t ho oxponao or conversion would bo loee , and it tho silver eont hero 
as oollo.toral waa evontuo.lly to bo withdrawn, tho d1tferenoo in coat 
ot refinilll! old yuana into bare and into coin a would be aavod . 

2 . or t he 200 .Jdll. yuan co ina mentioned on P"'le 4 aa the amount 
the Chinoae Oovomaent hopes to ioauo, it 1a to be noted th.t lSO, OOO 
ot ouch coina are to replace an equi'l'&lont •cant or yuan paper notoo 
ncm oatatandin& (u 11ontioned on !'ago G) • 

(a) Ineotar u now ooina .,.ro iuued in p l ace ot paper notoa , 
t ho oaah reaorvo book of the notea would bfl treed, and 
oould aervo u a basi a tor n.., ncto iaauea. For oYery 
100 yu&DI of notoe replaced by ailnr ool.n.t, onou&h 
eilvor would be aavod to eono aa baoldnj; for 26 yuan• 
moro or note iaauo. 
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(b) The atat•ent on Page 4 that Chi:na illlported, !'rom 1922 to 
19~1, 760, 000 ounoes ot silTer h not to be rege.rded u a 
basis tor a preliminary eat»~ate ot the ooount or •11Ter 
coins China .,.., be expected to ab1orb aa money in the 
!'uture. The lituntion was ditferont in those yeare . China 
\Tf.S then on the ailnr standard and the s11Ter leapt by 
poopla wa1 either in the rom or tull weight coin• . ·•1hoea" , 
or ellnr bullion and not aubddi&rJ coinaGe• It h not to 
be expected that the Chineae public will hoard or accept 
aubaidiary ooine u freely •• either tull weight ooina or 
aihor bullion. ~reover, the whole ot Chine in the year a 
1922 to 1931 ie not to be re~arded ae identic&l with the 
area ovor which the Nnnking Government con now entoroo 
circulation or ita ne?t coins. 

(c) It ie to be noted that the 130 mill ion yuo:ns referred to in 
the top paragraph on Page V ie net to be added to tho eati
cate or 200 million &lready made on Page 4. Accordin; to 
l:r. Chen, the 200 million includes the coins whi<>."o are to 
replace the paper yuan& now outatan41n&. 

II 
"L!emoro:ndlllll on the question of-~ independence of 
Chineso curronoy:"" 

The explanation offered in thia aCIIlorandwo of tho &lterationa in 
dollar does net neoeosar1ly juatit',! the oris inal .tap of &lterin& the 
dollar and Jceepin;; aterling fixed when the Lonclon- llew York orou- rata 
.....t up a boTe *5. 00. liCIII'onr, the stat-ant made at the end ot P&&• 6 
that Chine will make methor decle.rat ion, reiterating her policy ot net 
fi.xin; the yuan to either sterl in& or tho dollar, ·~ be sathfactory. 

Better evidence that China intends to pursue that policy would ba 
supplied by a oh~e in the aterling-yuan (official) rate. ~. Lochhead 
reports that on !lay 4th tho sterlins- yuan rate was altered one- sixteenth 
while the dollar rate WILS kopt the saae1 and on the next da,y beth ratea 
were changed aligl'ltlY• Kr. Chan is going to cable his Govei'DIII8Dt for 
continlation of thole reported rates . 

III 

1. It ia understood that any ehiiDente ot eilTor to tho United 
Statoe will be on American bettcaa, under the ,.,.. conditione u wra 
ao.de tor the earlier purohuoa ot e11Tor traa China. 
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2. If (7) million ounces of silvor &re to be purchoaed, tho ar-
rllllbement mi&bt include tho follow1n;; oon4itionoo , 

(o ) Puroh&aes to be modo at the rate of ( t) million ounoea a 
month tor the balance of the yoar , with tho Wldoratand~ 
that tho a!7eemont is oanoellable ~ either GoTOrno8ftt on 
the 15th d~ ot .ny month, canoellation to apply to pur
ohaaoa alter the end of the month. 

the monthly mounta are not to be cQilulativo. It the 
Chineae Clovornnent ahould oontraot to sell leas than ( t) 
million ouncoa any month , the d itferenco oht.ll not bo addoi 
to tho purohaoes to be mado 1n aubsoquent montho . Tho aale 
io to bo undoratood aa completed during the month 1n which 
t ho 1ilvor la plaood on boord ahip ot Shanghai . 

(b) Tho prioe to he paid for the 1ilvor is to ho tho price 
offered ~ t ho Treasury on the llith d~ of oaoh aonth , the 
Cbinue GoTOrnnont bein;; tree to 10ll or not , u it de .... 
fit , at tho price quoted . 

5 . It credit 1a to be offered to tho Chinese, i t is SU4£eated 
that the condit i ons be ao followao 

(a.) The pr ivilege of a credit to r.,ain during the ramoindor 
of thia year , It the Chinoae wish, thoy IIIII¥, e. conth and 
a halt before expiration, roncnr ne~;otit.tiona for conlidera
tion of an extension. 

(b) The inter est rate ia to be 2 par cent. 

(o) 

the juatitice.tion of thia low rate of into,roat 11• 
(1 ' ) It conotitutos a reward for Chinese ondoavor to 

co-opcre.to in t ho expanaion of the uae of ailvor . 
(2') It provides an incentive f or other countriel to 

do likewise if thoy wiah to obtain such aooom
mode.tion. 

(3•) It providoa e.n adequate roturn in vi.., of tho 
complete e.bsonoe of riak involved in the loan. 

( 4•) The u. s. GoYoriiiiAillt p~s out lou th&D that for 
i ta ahort-toroa aoney, and the tranaaotion 1a to 
be rel:&l"ded in the nature of international acmetary 
co-operation rather th&D an oxton1ion of a -
c ercial loan. 

Tho l oe.n 1a to be made not a10o.inat tho ailvcr, but again at 
yue.n oxoh&Dgeo The ail vor 1a to be sent to the United 
States u further collateral againlt tho loan to the value 
of 100 per cent of tho oredit taken up . The aUnr 10 .. nt 
1a to be valued at ~ oant1 e.n ounoe . This lll:lounh to 
collateral of 260 par cent when 11lvar 11 46 oenta e.n .,.._ 
e.nd yue.n e>tohan.,- liO omta, 
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I'C0£RAL. REeiiRVE 8AN'<. 

CW NEW VORIC 

E CORRESPONDENCE o .. ~4''M._ 

sueJt:CT· ... b.xm..-... wcw ... ccatCI•[IIUf!r;JMI:GIL _ 

L. w. IMke W)JB BIB cw _I!! I I •••• ---

I e&lle4 llr. Bol'- a~ lOJI& \o4q aD4 r w.net \o ar -

nraat1oa ot 7&-'U'IIIIT· I ~cl b1a \bat, aa I ba4 alreaq -aonecl 

T••hrcla7, oar h1.-4a Wftlcl ao\ feel ~uaUt1e4 \o pa, a pnoo tv 

,old abroad 11h1ch, wUb lbippiq cbaqae a44e4, -..1.4 111'1111 Ut.e oon 

ot del1Yel'T 1a •• York \o alloY& tal per - • •· I .. u.. .. Ut.et Ulue 

•er• eweral o\ber .. .uuaU•• wlaioh .... 1\ •- 1a8491Ait.la \o 

act oa bh -.a•.U• ot T•-'U'IIIIT· l'or aa \o pq tM.'rl 1a PIU"lae 

quite apart tr. Ula tact Ut.d 1' acal4 llriq Ut.e oon liP M .... 01 

it, 111ba~•UT lb1Ja•' wua u4a \o •• York, weald be e.unlm\ 

to oar aall1na clollare at lal7 1/1 ud Ut.d " woald Ut.a 

olll' -•rctal ~~ wlaicb wan aow tree1T t•k1•a oan ot Ut.a aaat• 

and, u tba prwetuna .. uar N\a ot 1U8, ••• pq1aa 4a1T ta-&.71 1/1 

per OWIO&o I\ ba4 alwqe 11.- Ula fr•llll'T' a pollq M &fticl I 0 a 

titioa wttb oar - "-~Ea. lloraa.ar, •• woal4 pre ·blT an -'I'U)' 

to tba wialloa ot Ut.a 11..t1t ot haDea, 111lioh " .adara\u4 baa ..., ..... 

to t h a baka 1a Pan• \ba\ Ult!r ~cl 11.0\ lbip ao14 1111.\11 tba "•"•• 

wm\ \o 1118. Bol'- OOD1'a11ad \ba\ ba ba4 ao\ loaka4 a\ U rn. tala\ 

point ot n.... I Ut.• po1ata4 oat \ba\1 aa ••U•a4 to b1a 7a .. wf-.r, 

our order u tJ4.'r1 p1aa ~~~·tor 4&11~ 1a Im«•, at .-rM, 

coatiDaed \o beU. n 414 110\ ........ tar ............. ... 

11hara Ula aol4 ..a ~ aa ~ aa .. Ucl .n pa, DOH tOP 4&11~ 

1D x-doD Ut.u ar lllll\ at"'-" plaa ~a.-....e. lel._ ~ 

11haUt.ar *·" Hfnaeata4 ~ •-' .-.... ate Ut.a aolcl ••u• _. 

Ca1't'a4 1a B• Yea ... I 1.U .. .._., .......... to all .U aa]•le-

--''-
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I'IDI:ftAL RQC.RV& BANt( 

Of' NEW YORK 

DAn:-., uo-.
SU&JO:CT: m...- '*' s•xw 

tlfA 

L. • • liMite- --- ~I aAK 01' am MD¥---·-
wn11na to t oreco ..,. m 1Dtoroa ~ • She -• s..en .. , 

lean alee llll7 profit • She U.NOtlCD. 

I thak .. BoU• tor haftJic JQt She UMNcht ap te u. lo 

repllocl t hat hh 1111ae11U.oa W boe Sat•dod ae a -peraUn .non 

and that be -• &lad to h&Yo W ~ oppo"-1'7 \0 d1eouee it wt.Cb ... 

I Saquir .. •• to aa.rket coe41U.e thb ~. Bol'-a 

tbouabt tb.ln&e looked a eWe bettorJ Pal'ie -• obY1Maal7 •ch loee 

IU.aCCMlra&ecl toclq. I au .. whether thle ohall&e wu baeecl CD llll7th1q 

ot her thaD -uaet. He t,_,aht it •• eUrel.T eett.etal.J l.ut 

oS.,bt ne17~ ha4 apen .. m .-!luao • ao14 to be 4oolarecl tedo.7J 

t.hia •l'll1AI thiiF were h&IPT that thle W DOt happe .. • 4 W r ... 

nth aeUetacUCD ot &01Jl1er' e nat••• that he wu Mt le1D& \o J.t 

it 011. fbero -• • -l'IMII&e .,.calatiYe poai\iCD 1D the ..S-', 

Boltca -ts-.. , M4 the Br1Uib ,_, w •,at tho autlet ap ecaSJan 

t h• • bit tbie •n!JII.• fboir oporoU•• nre ao tar • a .all HaleJ 

ht had boar4 CDl7 ot a •ell e uat ot aol4 haYia& boe -aaaecl tor 

lhipaet to •• ron. 
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Wednesday 
llay 6, 1936 

Op r~tor: Yr. Cochran: 

!IK~r : Hello 
H. II. 
Cochran : Bello , Ur . Uorgentha~ -

!Dljr : 

C: 

!llljr: 

C: 

llliJr : 

C: 

lllljr : 

C: 

Hlljr : 

C: 

E!lljr : 

C: 

Blljr : 

C: 

Blljr : 

Good morning - what 1 s the news? 

Have you received - did you get my wi res this morning? 
I sent one at ten and one at twelve . 

Hello - · No , I have received no wires. 

I don't hear you. 

Have you r eceived any wires from me today? 

None 

At eleven o ' clock t his morning 

Yes 

I sent you that last night at the Cabinet meeting -

I - we' ve got a very bad connection this morning. 
Hello? 

Can you hear me now? 

Talk very slowly. 

Yes - Last night -

Last night? 

Operator: Just a minute, please, Secretary , I•ll try to get a 
(Overseas) better connection for you. 

fl!.(jr : How long will it be? 

0. 0.: Just a few moments. 

lllljr : All right. (Pause) 

!IKJr: Hello 

C: Hello 
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I!Kjr : 

C: 

!llljr : 

C: 

8Mjr : 

C: 

i!Kjr: 

C: 

Blljr : 

C: 

!ll[jr : 

C: 

IDIJr: 

C: 

!lll jr : 

C: 

Blljr: 

C: 

m.tjr: 

C: 

lllljr: 

C: 

llliJr: 

C: 

-2-

Yes, Cochran 

Can you hear me through? 

Much better . 

Last night at the Cabinet meeting Sarraut asked his 
party to remain in office with him until June first . 

I see - asked who to remain? 

The members of his Cabinet. 

I see. 

- all of them to remain until June first . 

Yes 

With the understanding that in the meantilDe he will 
keep in touch and consult with the leaders of the 
new major! ty • 

I see. 

And at the close of the meeting Regnier, the Minister 
of Finance -

Yes 

Gave out a statement to the press . 

He did what? 

Gave a statement to the press, -

Yes, we got that. 

So you have that? 

Yes 

- that just confirmed the information that I had given 
you before from the Bank of France. 

Yes 
But this was the first time they had made any public 
statement -

Yes 

the Government since the election. 
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l!ll j r : 

C: 

!Qijr: 

C: 

!lll jr: 

C: 

IDij r: 

C: 

llllj r: 

C: 

llloljr: 

C: 

B!Jjr : 

C: 

!Dijr: 

C: 

I!Mjr: 

C: 

!IIIJr : 

C: 

ID.IJr: 

C: 

I!Mjr : 

-.3-

I see. 

So that bas had a very q~1et1ng effect . 

Yes- well, that ' s all right . Now, - things seem a 
little quieter then? 

It did, yes - up until noon . I talked w1 th Carlguel 
at twelve o ' clock 

Yes 

At that time only a quarter of a billion dollars had 
been sold. 

Yes - well, that's very good. 

Yes 

Yes 

At three o'clock I spoke with the Guaranty -

Yes 

I was talking with them when you tried to get me first. 

Yes 

At three o ' clock they had done a little less than two 
billion dollars. 

Yes, I see. 

But business was incre~sing just a little at that time. 

Well then, it looks as though the Cabinet would hang on 
until June one? 

It all depends, as I sai d before, upon this monetary 
situation. 

I see . 

capital outflow 

Yes 

If this statement succeeds 1n quieting them - the cabiA
quieting the capital fright 

Yes 
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C: 

l!llJr: 

C: 

!Uij r : 

C: 

HllJr : 

C: 

IDIJr : 

C: 

IDIJr : 

C: 

lliij r : 

C: 

IIIIJr : 

C: 

lliijr: 

C: 

l!liJr: 

C: 

l!!.l jr : 

C: 

Blljr: 

C: 

BliJr: 

C: 

-4-

Then this Cabinet will positively hold on until June 
frist . 

I s ee. 

They had a special •ceting of the Regents of the Bank 
ot France 

Yes 

- at twelve o'clock today. 

Yes 

- and raised the bank rate tro• five to six percent. 

Yes 

They had refrained from taking such action -

Yes 

- until Regnier might declare himself. 

Yes 

But now that he has given this statement and the situa
tion reacted 

Yes 

- the Bank to do its part, raised the rate. 

Yes - all right. 

No - it may be quiet a while now, see? 

0. K. 

But I look for it to get nervous again as the first 
of June approaches. That's fairly possible. 

Well , that ' s another life-time. 

Yes (Laughter) That ' s plenty of time. 

All right. 

Fine 

o. Jt . 

But I'll send you the wireless, you see, 1t I get sa.e
thin& trca rq triead -
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HIIJr : 

c: 
HliJr : 

C: 

H.lljr : 

C: 

H!.l jr : 

C: 

HliJr : 

C: 

Hlljr: 

C: 

Hlljr : 

C: 

HIIJr : 

C: 

Hllj r : 

Yes 

Fine 

Thank you 

- 5-

But there ar e two wires on the way to you now. 

Well , we 'll get them in time . 

One - 1n one or them I quoted Parker Willis -
in a cable this morning 

Yes 

The American stabil ization fUnd was very active 
yesterday . 

Yes 

Be said that it furnished t he Bank or France with 
great amounts or dollars against the gold - earmarked. 

Well, Parker Y/1ll1s is getting old. 

(Laughter) I think the people here will believe it 
pr etty soon. 

I hope so. 

Yes 

Thank you. 

All right , sir 

Goodbye. 
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TREASURY DEPARTM E NT 

WASHINGTON 

..,. 6, 19.36 • 

.t.a reported to you verbally, conterencee were bad this •oJ'Dine 
nth representatives of the Seacru Co.panJ and 111.ru Wallter. 

Pollorlng our conterancea on ..,. 41 the State Departaent (•saara. 
Pbllllpe and Rickerson) was advised (in!onaall¥ bJ ~. lhiteker and 
JQ'Selt) thet the negotiations nth the Seaqu C"-PUQ' bad de!init.J.7 
broken down. A cow of rq -.orandla of llay 4 to you waa b&Dded to 
~. PhUlipe, and I advised !Ia ot tbe intention ot tbe Secreta.rJ of 
tbe Treasury and ths J.ttorDeJ General i medlete);fto nqueat tbe Cbai.r-
IUD ot ths Senate l"inaDce Co.Utee to proceed nth tbe pendiq lecia
lation. 

~. PhUlips made tbe suggestion that it .tgllt be advie&bl.e bef&re 
aey final action shaul.d be detenined upon, tor tbe State Depertuat 
to call in the C•Mdian Charge and Worm hill that tmless subetential 
otters sbould be made 1Dediatel7 by the Canadian c011ps.niea the lecia
lation would be proceeded nth, ~. Ph1llips1 purpose belnf: to afford 
the Canadians one final opportunity, sbould tbey desire to han it, 
to u.lte offers in c02prarlse of tbe Govel'lllleDt' a cl.ai.u agaiut ~. 
~. PhUlips was advised that there would be no objection on the pert 
of the Treasury Departaent and tbe Departoaent of lustice to this 
course of action. 

On Tuesday, lla.y 5, the State Depa.rtooent (~. Rickerson) advised 
the Treasury (~. Graves) bJ telepbooe that, aa tbe result or the 
repreaentetiona made to the Canadine b7 tbe State Departaent pu-SU&Dt 
to tha foregoiq, the Ssagru CooopanJ desired to reopen negotiatiau 
tor aettl•ent. 

To-4q's conferences with Seag:ra.u and ll1rala 11allter tollond, 
•1 th the result s below indicated: 
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intended to be UDder•tood ae aut.l.ttiJI& UIIJ. offers on behalf of hie 
coaP6J11} aDd that be re(retted " fJrY EJCh th&t the OoYe~t• s coatereea 
had so understood hia. Be a&id that the Canadien OoYe~nt wu
about to fasten the napou1bll1t7 f or the hreUidowa of oegotlatiou 
and for the deterainat1oe of th1e OoYel'IIMilt to proceed with the 1ecU
l&t1on, upon h1a and upon hie ~~ and that be did oot deeire to 
take 11110h a respooeibllltoJ. Be ea1d th&t be wu, theratore, prepared 
to enter into turthar diacueiona with the Gcuzwt. Be llllmitted 
tba follolliD& offer ill aattJ.-t of the Go.,.~t• a cl.a1a: 

The sua of $1,200,000, to be p&1d ill tQll oa or before 
1 &D1181")' 1 , 1937, illatal.Mota to be p&1d at the r ate ot 
.30 cents per callon on all ap1r1ta illported illto the 
United States b7 the SMcraa Coap&JQ', &JQ' outstendinc 
balaDCe which ai&ht exist on 1 &D1I8l")' 1, 1937, to be 
paid ill cash on that date. 

llr. Ph1ll1pe wae careful to ~ that thie was not ucesaaril;t the 
t1Jlal offer of h1e co~, aad that ill the ..,...t this offer abDald 
oot be acceptable, he desired to proceed further with the necotiatlcea. 

011 behalf of the OoYerment, llr. lrh1telcer adYieed llr. PhUlipe 
that his offer waa not acceptable, aDd that it would ba.,. to be 11Ul>
atant1all7 inoreased betore it could be ginn fa..orable cou1derat1on. 

Jlr. PhUlipe n.s told that the ao....-t•a conferoee would r.
cein hill at azq t1ae up to llondq, J1a7 11, for further discuaeicmaJ 
and he aslced fo':l and n.e &inn, u appoilltMnt for 3: .30 tv-euow 
afternoon (lla7 7} • 

.lt this 110rllillg' e collfer-, llr. Ph1ll1pe ap1Jl atated that hi• 
COIIpe.D.J did aot consider it practicable to Mire U1170ffer on altet!l&tin 
•o. 2 (jurisdiction aDd sacuritoJ) . 

111n1 Wel)s. 

llr. Lash, for lliraa •al.Dr, repeated to the aa..~t'a collfereee 
that his ccap&J~T differed with the OoY~t u to both the facta u4 
the law of the OoYe~t•e -~ aDd that hie coa~ wu COII'rinced t lld 
it wu DOt in fact U.ble for azq part of the ~ ot the claJa wbicla 
had hem aaMr'ted. Jlr. lrh1tel<er, oa bebalt of the Gotat nt, acned 
that these ditf-ee of op11l1on existed, aDd nggested to llr. Lull 
that f or this r•soa 1t wu the ~t•• praferaace tat tll& •at.ar 
C~ sbould suJ.it itael1' to the jur1adictloa ot oar coarta, eo that 
there aigbt be a judicial deteraiJiatioa of the i e-s wbioh nre inYolYed. 
Be stated that but for the earnest desire <:4 botll aonr-te to a'¥014 
objectionable 1ea1el&t1oe thie OoY...-ent IIOIIld h&.,. illaiated upon auall 
a j~ial deteno.S.MtioaJ aDd be IIUC&••ted that SA wi .. of the poaitiaa 
- taken b7 the •att.r CC~~pUT, the beat t111nc wbich cOQld be d- ill 
the intereat of both parttee would be tor the c....,u~~ to ac:ree at W.. 
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...,. for to'- Seoret&17-). 

tlu to .ut.it to tile Jarbcliottoa ot _. oour\8, Uld to lin~
tor the~ ot uq Jlldpmt wld.c b lliabt be obtdDecl utile rw•U 
ot ut.SPtl-. 

119 

lro J:.uh Npl.1ecl ta.at lila OOMP''V -t cletia1teq cl•HM to •t.Jo 
1oto uq ncb ~t, llllt to'-t it aa ldllt"'l to t..ser u ott• 
1o -prom.. ot tile olda. .. t4aderecl .0 u ottv, u toU-

$alO,OOO, ot wld.oll t20Q,OOO ~ be pa1cl 1A cub, tile 'bel enoe 

to be pa1cl 1A U.t...J=nta at tile rata or 20 -ta per pua. 
GD .n apirita iJiportacl iato tile UaJ.tacl Btataa bT to'- ll1.raa 
Walbr Cool~ atu tl&l.l ~ bad bMD ...s.. 

llr. tub wu aclnaect tbat bia ottar na 111l&00epta'ble. 

Wbile llr. Lea cl1cl DOt 1DclJ.cata tbat bia ca.pa117 -w deairw to 
..n a turtber ottv, 1t 1a ooaatclarect l.ilr.eq tbat tlda wUl. be doM. 

G114YIB. 
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WMHINGTON 
llq 6, 19.)6. 

I ne rather IIUrprhed yes~ wheo you 
ednaed • ill your ort1ce thet I bed Yiolated a rule 
laid dOWD by the Preaideot tbat all ld.lla ahould be 
cleared throu&h the Director of tbe Bad&et and that I 
bed introduced hUla which bad not been cleared. 

I aa enclosing herewith copiea of letters re
ceived from Honorable llaJne C. Tqlor, Under Secrete17 
of the TreaiNJ')', one dated April 20th ill which llr. Taylor 
cleared two or rq hUla and gan me peraieaion to 1ntr~ 
duce thea, reaarring tba right of tbe Treuury later to 
object, and an undated letter froa llr. Tqlor 1n which 
he cleared all or the other hUla and returned tbe drafta 
of the leg1slat1oa on the sue ccnditioaa. 

I called llr. Ball, Director of the Bwlcet, and 
asked h1a to give .. tbe nuaber or the bUl which waa 
introduced by me without the Budget's approYal, and he 
said that aneral billa were introduced without the Budget 1 a 
approval. I told him or -:r conditional clearance froa 
Under Secrete17 Tqlor, and llr. Ball said that llr. Tqlor, 
being new, probebl,y was not rllllillar with tbe rule . I told 
llr. Ball tbet of course I felt tbat wban I cot a claaruce 
froa the Secrete17'• Of fice, that was ae far as I abould go. 

I aa 8\lrll you wUl be glad to correct y<Nr recorda 
to tbia extent. 
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c 0 p y 

Apr. 20, 19!41 

I aa returnin& the drdte of legislation which 

yo\l rornrded with your two lettere to the Secretar7 ot 

AprU 18. 

I! you nell to sul:ai.t these 4r&fta to Congl"ees 

at the present tl.Jie, I shall not object to your doin& eo, 

althOU&h I aa not now 1n • position to aeeure 70\l that 

either or the proposa1s can be given the Depart•ent' & appro-

val . 
VerT tru4' yours, 

121 

/e/ lam• c. Ta7lor 
Actina See1'11ter7 of the TreullTT. 

Boo. J . f . T. O'Connor 

Coaptroller of the Currency 

• 
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c 0 p y 

~ dear Mr. 0 1Connora 

I aa ret~ the dra!tc or lesieletion which 

you forwarded with your latter to the Secretary of lllllrch Sl. 

If you rieh to eu"t.it these dratte to CoQsreee at 

t he preaaot tiM, I shall not object to your doing eo, alt.boueb 

I aa not now in a position to aeeure you that all of the propo

sals can be given the Dapertment1e approYal. 

Very trW¥ yours, 

/a/ We,yna C • Taylor 
Actins Secretary of the Treaeur,r. 

Ron . J. F. T. O~Connor 

Co•ptroller of t ho Currency. 
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JJ:t to PRtl!m' • M!IOJW. D'¥'* • ""' II , ""' cw umm 

123 

ftml BOp 4) 10 PI!9!'P' lCilW OIICOLWO! tl! • ?JI(If fb •.• 

ftla Ull l'Z'O'fi._ u toUR.: 

1. 'IIIIo ~troller ot \M cua-7 la 11- uUaUe4 ,.._ w ..U 
woll Nl.oo a4 nplulou u ll.o U.. -~ tor tlle ,...,_ ot 
du.tloa Uipooe4 oa ll.1a 117 tllo )ll'Oriotou ot low nlotl .. to uUoal ....a. 

a. "'lohitll.otutll .. &117 otller pronotoa ot lao, t11o ~trollor ot 
tllo ~07, 1a tl:ll1 .. tho Mluloo ot llepllt7 ~trollon ot tllo oarr..q, 
u4 ot otll.or otttoon aa4 ..,lo,.... obo an- or lio-n. Ja7 lao ua4or 
lllo 41zooetloa l17 nrwo ot &117 pro'fioloa ot lao, 11.116 no.o oalarloo an 
po.Jablo ~tulia Wll.w ll.lo ooatrol 11.116 a,...Soloa 4wlft4 troa u
-to 1n1e4 117 hla or u otllaftloo prorlW l17 lao, 1a7 apportioa tllolr 
al.ui• -D& oa14 tulia olloro tlla7 na4w oorno• 1.a oo-uoa oitll 
Mro tllu oao adalalotrat ho tll't'bloa 07 bJaalla ot tho 4uUoo aa4 tl&uUou 
Uipooo4 117 lao 1l)Oa Ilia ia 0117 eopaot tJ. • 

'IIIIo JII'O't'lalou ooatomac waUa1 to4 ,_. to tllo ao.ptrollor rolatho 
to tho 1oauco ot r tiC'llatlou aa4 Nl.oo WU'i'Ut aarotlll oou14 .. uoa tor 
tbo tollooiJI& roo.ou: 

1. 'IIIIo Cc:aptrollw ot tllo oarr..c7 lloa 110t pro'fioulJ 11-. d.,. 
lllaDkot ,_ ... to toao rt~C'll&Uou 1ao1Mat to tbo peto-• 
ot ll.lo 4uUoo. f'rni- lao baa utllor1ae4 ll.1a to 1oao ftCIII
lattou 1a tbo tollowta& opoo1t10 .... , 

•• Ia tbo ouo ot a uu...U Malt aouac u u lao 
....... ocoat or broker. 

11. Jllr tho OCIIIJI'lt&Uoa, •••••-'• oa4 oollootloa 
ot ap-- ot ...... ,1 ... 

o. 1a -•ootioa oitll kab la OOMOI''Iatorolllp 
..._ tllo l'Z'O'fiol- ot loetioa Ill ot tile 
llult Oou-Uoa Mt. 

4o la OOUMUOD oitla 4.-11 .. la lnoa-..t 
OOOIU'Uloo 117 aau-1 'llub. 

•• l'or tbo pVPOao ot Wial .. •ta-' t ao..n
Uoo.• 

t. ho'f14111C till' tho -.vuuoa ot oMoloW plateo 
aa4 \7JO hi' MU-.1 Malt aOteoo 
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-·-
•• u \lila propo .. t •m "" ,.. .... lt WOill4 hd to stn laiiU 

ottHt to repl&Uou prnlouq le&M bJ tbe ~troll• ot 
tho Cll.rNDcy 111 \llooot atllorl ty, 

11. !he poal tlo11 of the l'oclanl DepoeU IluuftAoo CoZVOftUoa 1a 
lU aUa.pu, 111 the lllt-ta ot ottlcluoy, to panuale tu 
Clolllltroller to rol.o: ••~11 or hh oX1oi1DS l'lllaa pvtallliq 
~ liquUaUon of cloao4 'baAka woul4 bo co~~a14onbly WMII:ollo4. 

t. !ho natunl often of tho ,.. .... of \hie bill woul4 'be t o 
1oo~a co~~alderabq tho J'a61&laUou laao4 by tiM ~t:rollv. 

D. !he propooe4 hlll h prollabq 110t C0118UtuUonal. 111 \hat 1i 
toaa 110t ~ ..,... &IQ' ~ \bat WOill4 - t o 4et1M tllo 
luana of tho recuJ.aUoaa ilia\ lli&U bo len .... tllat h, u 
oo~~ailtuiaa a dal. ... UOD of u Wll1altM a~athorUy t o tile 
eo..,troll• of tho eun-ey. 

DUo tbo proYlalou ralailDS to tho lhtrlbGUo11 of nlar1• ot 
oftleora ad .-ploy- u4er \he 41noiloa ot tu eo..,boll• -as ftrl
ou 41Yla1ou or bi'Uah• oat .... i•q apply onq to oftloan ud ee~Floy
actualq on tho rolla ot tbe ottlH of \he e»..,trollv of \he ~., 

124 

\hoy -.,, i n taot, bo -ell. .on tar raaCihtJIS thu that, 1t the ~troller 
1e able to eubaiaDUato hla olaiJa that as•nt• of tbo l'oderal J)lpoaU Ia
IIIU'IUICO Corporation actlDS tor tile OorponUoa ta oonuot1o11 tr1 \II tbo 
liqul .. U on of clo .... 'baAka IU'O• lD taot, asuh ot tbo Oollptrollv of tile 
Cll.rNDoy1 \he oalarl• ot thHo _,loyo• WOilll in all proMWUy be •4e 
t~~~bjoot to tbo proYlolou ot thla lo.. U 1i h 4ot.-illo4 that iM l'oderal 
hpoalt ID.aruM Corpon.Uoa h aa 1a4epoa._\ ooatftOtor haYliiC jviMl .. 
uca onr no on ee~Floy- or asuta :rUbR \baa u aseat of tbo Collp
trollar ot tho Ovroaoy 1a tho ll,.al&aUoa ot cloaol nailoMl baalla1 ill• 
\Ilia law WOilll pro~ ill •-., attHt •loy- of the Corpontloa. 

U ih•• proYlatou raloi111C to tho tiltlll& aa4 llotrlbGUoa ot ala
rho aot.&al.q are 1atenda4 to IPP·q only ~ ee~Floyo• 011 no rolla ot tile 
ottlco of tho eo..,troll• ot no CUrnnoy, U WOilll appear that ihl.a p:ro
po .. t bill 1a aaaoe•aal'7t atnoa auch a llnribuUoa of qpo~~a .. aollld be 
PllJ'a].y en a cal at a trail.,. •tier u4 uould not ro,.aln a low a1111la:r to 
t ho ou p:ropoaot. 

I\ appaan hlpq ... l:ra~a that in ortv to awU. tunher oolltllct 
botwooa thh Corporation and tu eo..,troll• of tho CUnolle7o u4 to 
allataa\o tbo poaalbllUy ot a441Uoll&l ooatul• in tbo •'*• ot llqal._. 
ilon of oloaat aaiioll&l bo.Dir8 that tbo propo .. 4 low 111 ita pna•t tom 
aot 'be,.. ..... 
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The Honorable , 

PARN CREDIT IJIIllfiSTRATIOI 

WASHlHGTOI, D. c. 

April 28 , 1931 

The Secrstary of tho Troaaury. 

Dear Henry • 

The Fano Credit Adain1atre.t1on hu no convenient praf>e 
faoilltiea for ita ot'ticie.l care, four of 11bicb are kept at 
Second and Canal Street• and two at Thirteenth Street and 
Conetitution A~enue . 

U the buildins at 40e Thirteenth Street, B. w., wucb 
i e adjacent to our offioeo, ohould become a~ilable it would 
afford very convenient &&.rage faoilitioa, ae well ao atore.ge 
apace on the upper tloora tor reoerYe equipment now atored 
i n Temporary Build1n' F, and for inactive file• and mieoel
le.neo~te a~tppliea now inadequately stored 1n our oftioe 
building. 

I will very auoh appreciate your oonaideration of o~tr 
need• ahOitld the bltildin& referred to be ~oe.ted. 

S1Doerely youra, 

1•1 w. I . Myere 
Gonrnor 
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Prelfa!Nl"T -l'Uidllooa bUla ne.-eoded b)' Cc.pt.rollu ot 
the C\U'ren<:7. 

1. s. 4Sll, To l.ncreue ex .. !n1tion fees ot District ot Col.-.1& 

Credit 11Dionsa The effect of this proposal Yould be, eert.aiJiqrlth 

respect to small credit unions , to charge tees gre&ter than the credit 

unions could steJJd. I aa intoraed by F'&rll Credit that the actual coat 
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ot en•lNtion rill run troa $30 to $SO per en•!n•tion, an l.ncreue ot 

111AJ11 ti.otes .,....,r tbe present ••araa• t .. or $5. 48, &nd tbat no credit 

unions eu.ller than tJ.s,ooo could stand this chars•· 

2. s . 4513, Autbori&ing tbe Coeptroller to alee rules &nd regula

tiona &nd to apportion a&la.ries ot his eJIP).oyeeaa The rules &nd repla

tions ere not subject to appron.l b)' the Secret-.ry &nd the etf'ect ot 

apportiouent. ot sal&ries while ostens1b~ deaiped to permit the cost 

ot tbe Chief Deput;J to be alloe&ted to closed baDka on Yhicb be 1e noor 

workille uclueinl;r, would act~ be to ~t tba alloeatioa to aoiJII 

banks ot tbe expense or tbe entire ineolnnt bulk section, the work of 

wbich is probabl;r teperiJII ott &nd rill 800D be neallgible 1n Yin ot 

the wiDdiJII ~ ot receinrshipa &nd the ectirttiu ot Fedenl Depoe!\ 

Iueuranoe Corporation. 

3. s. 4SlS, Reterri.na to connreions ot atete ba.uks into natioaal. 

baDU. '!'bia IM..teent woald accoapliah two thille•l tirat, to pandt 

state banka to becoae national. bank a rl th laaa tball the r eqmr.cl UOUDt 

ot prescribed eapi tal where thq han ontst&ndiDS capital notea or 

dabentwee 11Yen to the Beconatructioa J'iDaDOI Corporatioa, 1t thq 
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aeeurancee aatiafactoey to tbe COIIptroller that tb1iJ will iDcreaea their 

capital af'ter charter to the r equired uoUDt aJid retire their capital 

notee or debelltureaJ aDCl, .. cond, to a'boU.ah double Uabillt;r ca their 

abareboldara wbeD the)' haq ao cOII'ferted. 1M aucoeae ot the lint 

127 

proposal will be depeDdeDt large~ 11po11 the Coop<'ration ot tbe ReconetructiOD 

Finance Corporation aDCl we baTe not yet beaD adrleed of their attitndeJ 

and the aecoDd eugaeetion baa the clieadvantaae that it UDd~ enoourqu 

atata 'bauke to CODTert aiDee a atate bank organieed pri or to 19)) could 

by cODTereiOD rell,...e 1 te ahereholdere of llabill t;r 1 a eouree Dot opan to 

a natioael. b&Dic chartered at the - tiM. 

4 . The re•1n1ng tbrae billa - s. 4510, s. 4512, aDd s. 4514 are 

being reneed e.Dd we have not yet been tundebad with the ul.tiMta ~81011. 
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'll.lLL SfREfJI' JOUR!W. - .llq &, 1936. 

O'O,Imor's Bank Biiis 
OPJiased By FDIC; ! 
lt~ngs ta Reopen 

1-r lt•ndl"' Conftiet Renewed on 
c-ptr;,u.•, JW"ildiction in Re
eeiftllhi)ll 

-,.... ,._ • ...., ... ...,,...,u •u•M_. .. ••re. 
WA.UIIIIO'I'Oif- - ..... -.. -· ...._ ... ~ ~ ,_ ·u Corp. 

... lllo - ., lllo ~ ot lllo Oar

...,. ,... - ... jurlodlctloa - lllo ... 

- ·· 1llaldooc --_,---~lalelllo--lllo-01 ... -. 
A. ....... FIDJ .,, ot W. ... wrtalda ... 

m o !4 ld wlU. te....-u.t ...,...,. .-ce 
... lacepllaa ot lllo Depoolt -..- Oo<p. 
... _to_llloH--..w..,.. 
eun.oq.- .. _ U.ot, • • lllo .. 

••oot ot tilt rDIC. It will ,_ b01rlnp • tloo 
-. ..,..._ ..._..,.. .., OO.po 

tzo11or 1. r. T. O'Oollnor. 
- ~ biU, wbl<b -.111 ,.., lllo 

-JfC;rollar MW ud lael'eUed powtn over 

- .............. .... ·- .... rto4 10 

lllo - lut - .., lllo -~~·-· ,.,.. --.lttee'a dediiM .. ,...,...,, &M.......,. 
18 taatuaouat to a • .,. du 1ft Ka ta ..... w. 
,.,..-t - u.. ........... 

X 'cW ot 0.. .-IU. _.. ~ tiM 
n)M:JIM...._. 'dl l' !eeetoa,..,·d wtddl 
...... "" .... t"l U.U....t &o ..... ---------.. ...... tlltlr ........... ._ ... 
• 5 tka ., 1M --.c.roa- to ..a.ct .. 
-' .. ..,_ ... __ all_ 

--- - rDic,tt wu....__ 
tlllt --~-- lo-""...---...... ,._,......., 
.UhsS L 

no.. II - -· "' lllo -ltot le ,_ ... ...,_,_c. ,. .. u.. row-to-----· v-~ 
......... - "' lllo ~ lo :Ill --t.tt.~Mo,.... -rDIOr..lo lllot =·-------.. ........... JUt ........ . . -................. __ _ 
~ Ml -,,.,... I '" .. _ ... __.. 

I - a-lor. "' ... trx.. -----=-,..,...,. ... _ 
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l'.lLL STRUl' J OORIW. - lla,y S, 1~6. 

\ 

Ma}lw Banking LaTD Changes Not Expected 
To & Made by Omgress at This SessWn; 
O'OmMr Offen Committee Fiw Minor Bills 
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.., a-... ·- c.ba1noaa "' 1M ~ .. CUrftaq ~· 
------.. .,. 1M - .... - .. -· .. ~,.. ............. 

- wlllt a ~---ot-~ _. ~~IM-!!~11-........ lfliltii&Uoa lDdieate tNt DO claaapt of ~ .... liWt ., .. , .. lilt JM C""rl!!:ne 
wtu 1>o -• 'iuldaa' lawo a t tiUo- ot ~., lito Clu'reec.J..OQ:w. ca.a•- • ODo IIIII would ,....tt -~~ - II ... 
~~ .. , Vau, cU.Irmu daro dl•ldolulo 011 _,. -• at UJ &-. 

'!!.!!!e. IUI>ooollmlltoo oo· moaelal')t poiiCJ, bai>J<. lilotoa4 ot 011 a oo&l·&llllllll - u II -
iila'----u.. 4o-t 1uJraooa ot lllo 8oaat& -· requlrod. iii&' ud CurJUCJ Coauolttoo, 4o<!arod lbm 11 Allotbor would ....,.. n&UOIIII - te 
a ·-_Jp.-..uit,x:_ lbat DO bal>kl.q_ -l!lo !.-or oaralap to .urplao ....., * -~ wW ~ JP.II!It._~..J9ato. 1Won1iljr attic· .n.tllor « ... &oJ dl- aro _.., •Ill 
1117 to lllo - · Ill 1M laot tow - .upluo ....... 1- ot - "'PPIIL 
- aid, ...,...,. ao -r pt lllo 1a11 drJ oa A Wrd would - lbo 0..- ot Qoo 
- IIIII t.lla& IMjr olart to wrlto -..• Bo Currooey to tro&1 <&pltll ..... Ud --1&14 ._.. ...,. DO ...,.._, llll!o Woro bla ot .c.oto lo&nke ao proforrod ao4- -
,Mib WIUM aor wu tUn U1 ..... for a not 1ubjrtc:t to double UabWt, ID c .... ta wlllcb llulda& .W Ull1 year. tbe 11tate t.nk fl c011vt'l't.cl into .a aaUon&l oet 

lon&tor o.- u. 11oi<Mr (-. 11a.) provided on ,.cbaop Ia ol!oclod ottor _...,. 
- - - ' ' t1on • completed. 

A bVl wblcb lilllt>l IDduco otato ....... tc 
ffttu lbl ti.&UOMl .,..taa ll 0D1 &Uowf.aa COD

...nina ...... - to be tro&tM .. -
cii&Nrod INUIU.-_ wlllt Ill - 1101 ou-. 
)oct to .... - llal>llll)'. 

TM IAII ,._t wwld po ,..,._Ual 
Lrft.l.I:I:Wnt to lb&rlbo)~Sere tn clOMd nat.loul 
b&nlu: w'bo b.ave p&l4 .tocJr .,......,.ll ~ 
by t.be oomptroUor ln euee wbt.n U&bUtU• a· 
eeeded UMtl. 

Tllo IYO billa cllcl DOt 10 tbrc>up lbo ,.,_ 
lllLelleaaola. A report lo .WI to - ,_ 
.. ,....,. M ...... tlula &lid llloro II &o J01 oo 
tat' .. ._ n.u.. « eot tt ..w • ,........_ Atllloo.!J..,...._.._ .. __ 
v. "'-lnc'. .. ... t ot tiM • .... ..... 
• &su•. ....,....._... 
r*rulalo ......... ...... - n a $ 

.to ... 
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Leo T. 
Crowley : 

~jr: 

C: ' 

HL! jr: 

C: 

IIJ.Ij r: 

C: 

!Doljr: 

C: 

HJ.Ijr : 

C: 

lllijr : 

C: 

lllijr: 

Yes 

Y:ednesday 
l((;y 6 , 1936 

I got a message from your office and then I spoke to 
Jesse Jones about your being over there at eleven . 

Yes 

I called up Mcintyre and Mcintyre said he ' d rather that 
you didn't come but that you hold yourself 1n readiness 
at the office, see? 

Thank you, I ' ll do that , Ur . Secretary. 

If you'd stay around your office from eleven until 
twelve 1n case we•d want you, but he said he'd rather 
first sit dovm with Jones and O' Connor and myself. 

That ' s perfectly all right. I want you to keep this 
in mind , llr . Secretary, of course, that that · gives that 
fellow a chance to make a lot of accusations that puts 
me more or less in a position that I have to substantiate 
everything he says , but I know you understand that. 

Well, t his is the way Mcintyre wants it . 

Sure , I know that. 

And 

I'll be very happy and I'll be at the office- if you 
want me call me. 

All right. 

Thank you. 

Thank you. 
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Hlljr : Hello he~lo - hello 

Wednesday 
llay 6 , 1936 

Operator: Secretary "orgenthau, Wr . Jones 

HUJ r: Put hi~ on , please . 

OperaLor: All right , he ' s on. 

H14jr : Hello 
Jesse 
Jones : Henry? 

HUJr : Yes 

J : What do you t hink about meeting in your office? 

HWJr : Well , I think Ucintyre wants us over there, doesn ' t 
he? 

J: 

EllotJ r: 

J: 

HWJr; 

J: 

HIIJr: 

J: 

HliJr: 

J : 

Hllj r : 

J : 

H!.!jr : 

J : 

BllJr : 

All right - I just hadn't any choice - I thought 
maybe -

Well , we could - I go in the back way so they don't 
see me. 

You go in the back way? 

Do you know how to do that? 

What? 

Do you know the way to go in through the back? 

No - is t hat - how do you do that? 

We~. if you ' d come over to ~ office we'll walk over 
together. 

All right. I'll tell you what 

And then nobody sees you. You can get to the Cabinet 
room from the Treasury without anybody knowing it . 

I see . Then I'll tell you, I 111 come t o your office -
at what t ime are we leaving? 

Five minutes of eleven 

All right, I'll be over there at f ive minutes of eleven. 

And I spoke to Mcintyre and he said he distinctly does 
not want Cr owley there. 
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J : 

Hllj r : 

J : 

Hlljr: 

J : 

Hllj r : 

J : 

Hlljr: 

J : 

-2-

Be did not •ant hia? 

No 

So all right . 

I 1 ve had a cal l in for Crowley. He ' s s tepped out, but 
I am going to t ell Crowley . 

All r i ght . 

See? 

All right . 

If you' ll be here at f ive minutes of eleven we can 
walk over and then nobody sees us . 

All right. 

Regraded Unclassified 



!Uij r : 

M. J . 
Fox: 

1!11 jr: 

F: 

!Uij r : 

F: 

!Ui jr: 

F: 

!Uijr: 

F: 

Hldjr: 

F: 

!Uij r : 

F: 

!Uijr: 

F: 

HliJr: 

F: 

HJ.tjr : 

F: 

Bl4jr: 

F: 

Hlljr l 

Wednesday 
!iay 6, 1936 

What's all this telephoning that you are doing about Crowley? 

Well, I hope I 1 m not messing anytaing up. 

Well , - why are you in it at all? 

Well , because, I thought if there was anything there 
that you want to know you' d have an opportunity to go 
over t his statement . You told me once before you 
had an opportunity to go over the statement . 

Well, what statement? 

That statement of the Legislative 
0 1 Connor and 

- between 

But Tim, why do you interject yourself into this thing? 

I didn't want to. 

Well , were you asked to? 

No -no 

You were not asked to? 

No 

Well then for heaven' S sakes use a lit tle sense. 

Al.l right . 

I mean, if you weren ' t asked to, keep out or it. 

All right, sir. 

And if Crowley wants to talk to me let him call me. 

Al.l right. 

But use a little horse sense will you please? 

Well , I asked him to call you and he won ' t do it. 

Well, all right 

All right -

Ose a little horse sense. 
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F: 

Wljr: 

All r1gbt. 

.Al.l r1gbt. 
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Saw the President about the CCC camps . I strongly 
urged the President not to r aise the limit of families with 
incomes of $500, first, because that would take away his best 
argument that employment is decreasing in the country and, 
second, because I was most fearful that he would extend the 
qualification for what is an unemployed f amily generally. 
Be promised me he would not do it . 

On Hopkins being out of money - I showed him Bell ' s 
figures that Hopkins v~uld be short $231 000, 000 on July 1 
(statements attached herewith) .• I suggested that he take 5~ 
of the unobligated funds which would produce a l1 ttle over 
$301 000, 000. Be balked quite hard at this and said, "it might 
do a great injustice to the CCC camps where they set aside 
unobligated funds to buy food". I said, "well supposing they 
have, you will have a leeway of $7, 0001 000 and you could 
reallocate some of this money to any agency where you have 
done them a grave injustice by takinr the money away" . Be 
said, "that is right". I said, "shall I have Bell draw up 
the letters" and be said, "yes" so I asked him whether Hopkins, 
Bell and I could see him after Cabinet and close the whole 
thing up at that time. He said, "yes". 

I did not give him the letter which I had prepared 
tor his signature and which was addressed to me taking off the 
red tape on the Hopkins obligations because I wanted him to 
sign it this afternoOn simultaneously when he signed the letters 
to the agencies t aking away the 5~. 

Be said, "tell Bell that I would like him to make a 
study of all the unobligated funds in the regular departments 
as they exist to-day in tbe present fiscal year just as we 
did in Albany" , I also told Bell to make recommendations to 
the President as to what unobligated funds in the regular de
partment I can cancel . 

I again spoke to him about the tremendous importance 
or his being able to say on July lst that he had not touched 
one single cent out of the billion and a half and I have him 
now completely sold on this i dea. Be likes it . 

I said to the President, "I am being pushed a little 
bit bard this week" and he said "so am I because I bave had 
too many conferences and I am j~st a little tired" . 

* See diary of Yay 8th for attachmPnts . 
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HU,Jr. today had a meeting with Hopkins and Bell. 

The Secretary said to Hopk1ne, 1 I told you the other 
day , Harry, that I considered it very important that not 
one cent o! the $1,500,000, 000 be obligated or spent before 
July 1. The President is now completely sold on that. 
Bell tells me that atter you lett here, you and he were 
$25,000, 000 apart. I do not want to say that you should 
spend $25,000,000 lees , eo in order to get this money tor 
you I gave the President a scheme and he is going to sign 
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a letter to every agency taking 5~ away !rom them o! their 
unobligated !unde, which will give you $30,000,000. (The 
unobliga ted balances are $615,000,000, ~ ot which is 
$30, 000,000. ) I want you to give me your word or honor 
t.llat i! we do t his , you will not co111e back to me and ea,y, 
You must give me part or the $1,500,000,000. 1 Harry said o.~. 

HU,Jr. said to Ur. Hopkins, 1 Thie is what I do not want 
50,000 men at work 1n the last two weeks 1n June who will be 
paid out or the $1,500, 000,000 atter July 1. 1 To which Kr. 
Hop.kine replied_ 1 What you are talki ng about are the obliga
tions. On June 30, you have obligated the payroll to July 15 
so it is into the next fiscal year.• Bell said, 1You want to 
r un up to June 30 on the 4 billion 8 money , but he cannot go 
out before July l and buy materials. He has to put in hie 
order prior, but the President can say no material has been 
taken delivery or and no people have worked or have gotten one 
cent out ot the $1,500, 000,000 betore July 1. 1 

Ur. Hopkins then asked Ur. Bell the following: 'Dan, tell 
me how much money we will get before I make a det1nite promise 
to He.nry . I am to get the $5,000,000 000 which Dan U holding 
tor me out ot the $47 , 000, 000 and the i23,000,000 more which 
will take me through to June 30? It Dan can promise me that , 
I am prepared to sa,y that I will not use a pennY or the 
$1,5oo,ooo, ooo. • 

HK,Jr. then said, 'Then we will have no more discussion 
and this ends it.• Hopkins stated to the Secretary, 'I will 
say that this will be done and the unemployed will not sutter. 
This is my responsibil i ty and not Gill's and I will do it. I 
agree that none o! this money shall be taken out ot the 
$1,500,000, 000. 1 

Regraded Unclassified 



132 

-=r IIC'9 ' tT!!!!!'PCII 

!l!!tltp, .. 'tn M!fd 

llalaa- u of .,nl 100 U:ll • - - • - ..... l • .... .. 
Ia Pl'OO- of t-r ... - - - - - - .. .,. ., 

... ,, .. ,.- - - ------. llttolM 1110.1. 

Jlftiaa\et ~HI 

hr hr 
't11p!1oa •s'M 

.,nl IQniCI - •• ... ... . 

.., ----. -- 1.60 lfO 

~----- 1110 1.10 l161S. •• - - -
Ilion tor oiiUpU• • a.J.• 

.lftilallle tor apnti tv. JUM ao tllllo•• • 

Regraded Unclassified 



U110bl1p\e4 Mlo

Ulleli)•D4et balaa-

133 

...... 
IlL I 
., .. 

Regraded Unclassified 



I. iv..~ L'f~ ~ ~-
"'-.! R.R ~ ~ ~,·~~ ~ 
)-c,~ ~ ~ ~ ~~1 
~~9~_ 

... - -. 
. ,_ 

Regraded Unclassified 



COP T 

117 dear Mr. Seofttarn 

!BI nm BOOSI 
WASHIIQI!O I 134 

llq 7 1936 

hndin& \he a'l'a1lab1llt7 of a44U1ona1 tun4a, \o be pro•14ed 
b7 tba appropr leUon DOW btlfore the Co-en .. , k Garr7 em the Iorita 
ProeM .. •d•lnhtratlon procru 1\ 1e nec••Ml'7 h obta1Jl a .w.
atant1al .-At troa fWida prniOileq allooah4 ~the approprt. 
Uoa contalaed ill the IIHI'~ bl1et Approprlation Act of 19'->• 

It 1a nq~>Aated tbat ;rou i-ediat al)' llelte a'l'ailahla tor r.
tranater to ea14 appropriation an MOUat aC!Qal t o ~ at the -ar .. 
ph ot the unoblipted balanc .. , aa ot April 30, 1936. of all 
allocaUona baretofora !laM trea oa14 appropriatlcm tar work -111c 
Wider 70ur Jv,riedloUon, 1nclu41nc tWida allocated tor a4a1Jliatr .. 
tin upenMa, 

Pleaaa ednaa .. in d.eiail not lahr than llq 11, 1936, the 
-t which will be uailable tor thh J'GI'PO••· ICIQ%' npl)' aholll4 
1114ioah the aact - t to be talteD froa aaoh project, 4eaipated 
b7 the ott1c1al project -'Mr uaicned 1A the letter .u:iQC the 
ortclaal allocation, 1\114 ahould ooniain the atd•ant that the uo'llllt 
un4ar aach project 1a UIIO'IIllsded and -~llered, o4 aftilallh tor 
tranafer baclc t o the oristnal a oooUIIt, 

81noeral)' ;roura, 

( S1sne4) ~anldill D. Jooanau. 

!he SHI'eiaz7 of the !raaftrT· 

!he abo•• latter wu alao aent k the followlJIII 
aepza~ at ~OIIltura 

1 1 c-roa 
1 1 Iaterior 

J.ttornq O.aral 
Bacre\aJ'T of LAllor 
Sacra~ of t.ba •~ 
8acreiar)' of -.r 
~,.1.1149' Dwallias J.Uil.for D. O. 
Cbairaaa, t1.1 .:111plo~•• ' o.p..atioe 
o.ptroller ()an•al ot the t1.1. 
Diraotar, IIHrsaaq OouenaUea Work 
AdaWatratar,h4ara1 11Hrsanc7 .AA. of r.w. 

(.lots. ):IDCiltift Director, latlooal ••saaq Oo$IOU 
Ghatr.a laUoaal llaaouroea eo-tUM 
Cba1raaa' Priaon Illlluatrlaa llaorpailatioa .1Aail11atratloa 

.:tl:f:::t:~: l!~~'itact:i~~rr,.a;ru~a 
MI&Watratar o?f:t.,_. J.t alra. • 
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OOGC!Wl - ota ....... UYll b -· ..,._ ~ pRO,... Sa-
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"• trG1¥ ,_, 

tc:t. t:. ::.-.'!'"0'"'• 
:.a=.tatol;l'aU.., ,_lo._t 
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May 7, 1936 

BM,Jr. talked to the President at 9115 and said, "I 
have been unable to get Paris . Things look a little bit 
quieter . The Bank ot France put their discount rate up 
to 6~, Which is the orthodox defense ot the gold standard. 
Sterling is a little bit steadier . It is 4. 96 . • 

He reported to the President that the Federal Reserve 
Bank of New York had turned over to the Treasul')' a copy of 
cable which the Bankers Trust Company of New York had furnished 
to the Federal Reserve. This cable came from t he London office 
of the Bankers Trust and asked whether gold could be shipped 
from the United States to Great Britain by new regulations 
of the Secretary of the Treasury or whether fUrther legisla
tion would be necessary to permit such shipments . The Treasury 
opinion, be told the President , is that regulations could be 
promulgated without further legislation, but , he added, "This 
is very significant." 

He also reported to the President that the Federal Reserve 
Bank of New York had received a call direct from the Bank of 
England in connection with our standing order With them to buy 
gold at $34.77 an ounce, whether we would be interested -- in 
order to divert some of the present flow from Europe to New 
York - - 1n having the Bank of England buy gold for United 
St ates account 1n Paris at $34. 77 plus cost of shipment from 
Paris to London, or a total of $34. 80 an ounce, this gold to 
be held 1n London for u.s. Account . IDl, Jr . told the President 
that our answer was "Our pri ce is $34.77 and we do not care 
whose gold it is. If we paid $34.80 it would cost us over 
$35.00 delivered in New York . " (Report of Mr. Knoke, ot tha 
Federal Reserve, covering the telephone conversati on with the 
Bank of Engl,and 1s filed under date of May 5.) 

HK,J r . said to the President, "In one day, we bad those 
two feelers . In other words, they are looking which way to 
turn in case France goes off gold . " 

The President then sai d to HM, Jr.: •on that 1933 London 
Economic Conference tile, I have gone over it and I have de
cided that I should not let t hese r ues out or Jl::f hands. I , 
therefore, suggest that you coae over sometime and read it 
here." HM, Jr. r eplied, • I now have a confidential f ile that 
Woodin banded to Bell when be left here which is fUll of in
formation in r egar d to War burg and Douglas .• 
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BK,Jr. asked the Pr esi dent to give him an appointment 
to111orrow mor nillg. •r woul d like you to gi ve ae a final 
yes or no on the amount or Chinese silver that we are goinc 
to buy, • he told the President. 

BK, Jr . also told the President that he saw Harry Bopltina 
yesterday and •it we took ott all the red tape he 1s short 
$80, 000,000. He would need $80, 000 000 aore to go to July 1 . 
Be would have to take $80 , 000, 000 ou{ or the $1, 500, 000, 000. 
Harry has come down to being short only $25, 000, 000 and he 
i s coming back again tomorrow. Before we agree to take ott 
the limitations, he wlll have to s ay that he has enough money 
out or the $4, 800, 000,000 to last him until July 1 . • 

Regraded Unclassified 



COPY 

CABLE RECEIVE:!) FROM BAN!(ERS TRUST CO!JPANY. LOUDON 

London, England, 
~ 5, 1~:50 

COUlD Bk'ilt OF ENGLAND BE INCLUDE:D FOR GOlD SHIPUENTS 

FROU AMERICA BY SECRETARY TREASURY REGULATION OR I S AUENDING 

LEGISLATI ON NECESSARY? 
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Uay 7, 1936 

Tl'. !.!exican Alllbaeeador, !Jr. tl'>J ern came i n todny t o 
~ccuos with P.:!,J:, . the proposal of the

1
Uex1can Secr et nry 

o the ?reasury, :.;r . Suarez, tr .. nsm1ttcd to Seor etary "or
c:;en~l'au in :.:r. :laJer I !l letter of Apr 11 30 . !:r. su~re: I 
~e101orendUD a.n<" :.:r. t:nJ er a 'a letter arc nt tache<' . ~·lor &nd 

Lochhead ~crP ~reeent. 
Tne following conversation took plAce: 

W~ , Jr. : Ur. Ambassador , I got your letter from our 
good fri end, Ur. Buare~ , and I have been a little s l ow th1a 
t~o , for two r eaoons . The l ast tlme we talked and we 
entered into thio agreecent, which eo tar has worked very 
nicely , I kept bringing tour. Su!lrc~ ' ctt z,..t.ion that I 
thought ~exico, as the bi ggest producer of silver 1n the 
world, s hould do something ! or silver 1ne1de of ~~-1co. 
u~ to today, nothing hna ~ppened. 

~mbaseador: HE w9nts to do . 

H!' ,Jr .: Ho wants to do 1f we do something more. Dut 
I oort of feel that on the agreement which we made -- the 
first asreement -- that that ousnt t o have been enough help; 
th~t he snould have shown some move on t he pert of tho Oov
ernQent that they were going to do something t o use more 
~ ilver in llexi co . Up to date, not hi ng has happened and 
: tn1nk bef or e we so lnto another conference it might be 
nice 1f the Uex1can Qoffernment oho~ed thAt besides selling 
silver, they wPre intprested 1n using it. 
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Ambassador: ~e ~a going t o put 1n oir culntion now more 
qwmtity . 

HI.!, Jr.: He opo!te of tba t the lAst t1mo be was here ; 
thet he would t e.lto it under adv1oement, nnd I brought it t o 
hia attention thAt they might again coin some new silver 
DCDO G on n new baeie and, as I underctood, they still hove 
ioo,ooo ooo old ncooe out wnicb the people did not want to 

ive up 1 in place' of money and t ne t they might be ezohanged 
for nsw pesos. I t hink they don ' t need help from anYbody. 

Ambassador: Tncoe old pesos are in o1roulaticn 1r. 
Yucat an ; not poeaible to exchange theM. 

t!U, Jr.: I nave not looked it up x-scently , but :·:~u had 
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200,r:w)I) ,000 paper pesos 1n c1rcu1J\t1'ln and we kc?t tal':ir.s 
sn<l ts 'dng, and ell I can do 1s t o Guggest , but !t would 
be n1oe 1f the biggect producer -- Ccx! oo , would show the 
world tht.t they had some uae tor s1lver because t he" lteep 
telling me thft Cexlco has pnp~r money and Uex1co d~cs not 
uoe e!lver and why should anyone else7 

AMbassador: I think 1t 1o possible to do that . 

W~.Jr. : But ! would like them to show a little inter
est; hel p me t o carry th~ burden o! tho world silver 

AmbaDsador: Well, I will talk to hio. 

'il:.Jr.: Suppo::e you hc.ve r talk with h1D and SQ3 I 
~ s little disap?ointed because I thlnk 1t would be a great 
m!etoke 1! he came here and then it was a !allure. 

Ambasen~or : Yes. I was talking w1th h1m dB3 before 
yesterday and he ea1d thnt he 1e supposed to come about last 
ton dQ3a of thie month, 1! it 1a poocible to do something. 

HH,Jr.: WhY don ' t you tell him of this converoqti on7 

Ambassador: I want to do tbnt. 

!£!,Jr. : Tell him I am r. Utt.le disappointed. 

Ar!lb!losail.or: A::_l '"ig.ht. 

F'
1
Jr.: ! had hoped that something would ha~c been done 

before this. 

apbac~ador: What do you suggeet7 I think he w1ll ask 
tor 'urther £uggestbna . 

Hl.l ,Jr.: I don ' t know l•l'lat to !luggest. I Just ltetht itld 
tl'lis wa:y when he was bore, that the Uex! can Oovernmen e ou 
ohow sutt1o1ent interest in s1lvor that thoy should 1ncreaso 
the use or 1t internally. How tney should do i t , I did not 
wnnt t o suggest to them. 

AffibPcGador: I cee . He w•nto to do , but he can 't. 

~Z!.Jr.: I can ' t cake b1o do it. I don 't want to so 
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eo f~ as augFcat. 

Aobaesador: ! want to tal~ with him and I r111 tell blo 
wbPt 1s your op1n1on and that 1f he can !1nd so~ething to - 
t b·n 1f not, th1u !a not the opportuni ty for h!m to como now. 
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"!!.!,Jr. : l!ot unless he can g1vo oe eo1:1e indication, be
c~uae be has had three or four contho to think thi s thtn~ over 
and nothing hnc h . .,ppened. You rec.,mb~>r, wo brought it up 
And mad~ them a loan on 11,000 ,000 ounces, but let Uox1oo show 
a little interest. 

Ambassador: I don 't know \7hnt the o1tuati on is down there. 

~j,Jr. : But 1t ~ould be much better for us to have thece 
pr elicinery confer ences than to hqvo h1c c~ce here and tho 
ne~3,apers would as· you and ask me to eqy what happened and 
we would say, Nothing has happened. 7he fr1endsh1p between 
the t wo cou.11triee is at :: take a.'ld i t 1 e too big a riel< to t:>'~e 
t o have him come up untll we r.now more what he can do . I 
don't want to t sY.c that responsibility, because when he left 
rvery tb1ng was fine. Everything 1e fine nor.. And he oomeo 
~p and he has certain ideas and we can 't meet them and then 
it would be unfortunate. 

A.l!lbassador: I am going to tal.k to hil:l right away and 
see ~hst, otter tb1o conversation , he 1e going to do . 

w.:.Jr. : Yee;eeo what he csn do. 

Ambassador: He 1e anxious to do oonething, but I think 
he cannot . 

ii!h.!!!:· : Then , 1f you ~rill g1vo me a r1ng, I w1ll be 
delighted to oee you aenin . 

e:pba!lc.l'dor: All right. After I talk to hlD, I wlll 
see you. 
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DC MDICO 

p!IISOKjt . 

----------------

Waahtngtoni D. c ., 
April ao, 1111. 

Bon. Henr:r Yorgenthau, Jr., 
Seoretar:r ot the Treasury, 
Waah1ngton, D. c. 
My dear Mr. Secretary: 

I take pleasure 1n sending you herewith a 
memorandum, written in Spa.nieh, which your colleague 
and friend, Secretary or the Treasury Suarez, hae 
asked me to bring to your personal and triendl;r atten
tion. 

I take the liberty or ancloeing a tranelation 
ot said memorandum, made b;r this l!llbaea:r; but ;rou u:r, 
ot course, have your etatr make another tranelation or 
eame document, tor greater accuracy. 

It is ueelese to aay here that Secretary 
suarez, apeaking in behalf or my government, concedee 
to this matter an unusual i.mportance. 

Secretary Suarez wants M to tell you, fur 
thermore, that in oaae you be inter ested in this pro
position, be himself, or the Director or the Banco de 
Kexico, would be glad t o come to Washington, ill order 
to make an:r final arr&llgementa. 

Thanking you, once more, tor the friendly 
1ntereat with which you have followed, since the begin
ning, the development or thie matter; and thanking you 
also tor the attention you mi ght give to this particular 
proposition, I remain, -r dear Mr. Secretary, 

Ver:r oor diall)' youra, 

joo caaull: Naj ~ltc AJ~baaeador . 
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1) .u a rehl.t of h1£h e1hwr pr1c .. 1D 

the wrld aarbU nooriM a ,.ar ago, the Kniou 

oon~t ha4 to rwure b)' 1 .. the a1l nr oarrwnoy tbft 

1D o1roulaUou, to replace U with other ooill8 that woald 

not be eubleot to the dupr of be1DC aelted aDd 

ozported b)' prt'W'a~ ind1rtdu.ela. 

I) 8laoh M&ftre0 obrtOUOlJ' a •oeaaar)' 

one, .. ~, tho d· ~tisation of ~reo1ahlo qaant1tioa 

of annr aD4 their 1noorporat1on into the rwaer'W'O tllat 

tho 00Wlt1'J' hae to re£Ulate fore1£D exohllll£0. 

a) !heae two atepa han reiNl. ted in 

en~m 41ft101ll Uoa, whioh the OO'W'Onaem of Kox1oo 

ahould 11a to ol1a1D&to b)' reorpaisiD£ on a bettor 

baaU both tho ao•tal'J' .,.at• aDd tho Inet1tut1on 

aoUDC .. the Oemrel But of the •auon. In thia 

aaDDer it would be poaa1ble to £1" to a11~r ita 

aout&l'J' uao, 1D harwODJ' with the praouoea that are 

beiD£ aooepte4 .. the oDlJ' o•• OOIIPatible with tlle 

reqair.ente of a oentrel Bult oapule of ••rc1a1111 

ita taaouou aa to oxohUCO aDd a .. u FOJ)01'UoM4 

aD4 e411P'alll• oiroulaUon. 

6) JW thU pUPOIIO, the KoxiOaD Go'W'e~ 

a) fo a1at .,ala 0.. PoM 011~1' oolaa 

to tea tu pl ... of pzo ... t 01111 PaM oenitlootoa; 
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b) !o 1 .. 1a. nn Peao a1lnr oertU1oa,ea 

'ha' woald NPhM preaeJl' J1 n Peao DOha. \'beee 

a.w billa would repre .. n' oo1ud or bullion a1lnr 

upoaUed a' 'lui Bank of Kenoo, aJid 'lui teev.e of 

paper ourre1107 1n de1101l1Jl8Uou Wider 'en peaoa 

~d be forb14dea; 

o) !o r lbaU'u'e preaen' &>4 oo1ne 

ooab1n1DS 3.3488 gr-ea of pue auwr (0.430), 

by new oaea wUh a h1sher a11Ter oonwnu; 1J14 

' d) 'l'o allow oo1ned or bllll.l1on e11Ter 

'o for. par' of the Jleeene of 'he oautrel BUlk. 

'l'be laUer ~d be 8!1tbor11ed 'o acquire aunr 

up '0 a~ of 1 u sold an4 fore1p ourreiMif 1n etook, 

Plua fifteen a1111on Peeoe a441'1onel. 

5) 8o the.' 'he 11811 e11wr oo1ne aJid the 

e11nr beok1Dg ~a oerUf1oa,ea aa7 be pr~e~ed fr• 

ano'her aPPreo1able r1H 1n 'he pr1oe of~ _,el, 'he 

aone'arr relaUon Hleo,ed for ~ 111•UDC of 'he oo1u 

aJl4 'he 1eeuanoe of ~ oerUf1oatea 11011ld lMI 'ha' of 

etch' gr-• of pan a1l'nr per reao, Ke:d.oen Cllll'HD01· 

nu ~d brlDS • •atl'nr •lUllS potd• 1IP w • 
leTal -eJ~AZate 111~ a1l....r prtoea h1pet then 

11..0'7 u.a.or. aD oaoe ... 1o111 .. ~ pre ... , rate of 

dell~ euhe.DP u lla1~a1M4 ff# 'he Ke:d.Oe.D reeo. 
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I) .AdoPUOil of tho aboTO Plall WOilld 

ollablo ~ Konou CloYo:n.Oilt to ftrll back ill a llbon 

Uao to Uo fo:r.or -tary 11M._ f1fty-o1pt aU1101l 

CNaOOo of o1l.,..r, wbioll u ell o1roul.aUoll Unlf ooald 

a))oorb for the uao bo1Dc, for that ••IIJI& CIQ1'Z'OilCIJ' 

•ft~RU. to IIPJ)ruillahlJ' 335 ailllou of Peooo ill 1104 

u4 OM Pooo oot• &114 r1Yo Pooo oorufloatoo. rv~r

aoro, anor o•plotloll of tho o1l"Nr oalo trODOaoUoll 

OllUiMd below, ~ PlOD WOilld ..U 1' pooolblo for t1w 

BODk of .. noo '0 lJICl.ude allov.' as a111101l CIQilCMIO 1D 

no boor.,... 

7) The •or,. D&~ of the obon aeuuroo 

aJI4 of thooo 'o porfeo' tho PlOD, U.&DdJ a aero ool14 

Jlooor.o, l.o., a roo4Juown' of prooent proporuou 

botWOD cold aJI4 forolp ourreiiO)' on tho ODe lt.&Dd, 0114 

ootMCl or bull.lOD 011Yor 1D lllloll boer.o Oil tlw other; 

that ro~uotaOilt to bo aade bJ' nlllDC Ule o1l"Nr 

ourpluo. Bootdoo, Ulllo•• tblo laot otop to hkell, t1w 

IODk ~4 f1114 u 41ffloult w aUe.l)t w roure olcl 

etl~ oolu that are oUll ill o1roul.oUo1l, for 

r.;oW.ttaatloa t~aftor. 

I) ftlooo aro tbe reaoou for tlw ao.om-

•llt of .. ztoo w propooo to ooll ._ 10 111111oa ouoo• 

of oUwr, ta _. a 11a7 ao .t "CO lalrt oltMr tho 

aQlr:lot or preoollt ..... ,. 11114 •..-r•• w roplato 

u4 ;;ut tt. oa .u otber hoad, lt u t11e belief of 
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tho CJonrDMII' of .. ldoo that tbe reorguhaUoa of 1b 

-ut.ry or-t•, ~ per tile 111e .. ov.U1118Cl abon, will 

DOt fall to r .. au 111 1Dfl•oacn~~g fanrablJ tho 

po .. 1b1l1U .. of etab1l1aaUoa of that aarbt aDd ena 

1te rooonry, parUallJ at lo .. t. 

8) !be Baluoo of Par-au of Jlox1oo 

ofha 1o lliglllJ WlfaYorable, part1CIIIlarlr 1n U•• of 

depr .. o1oa, 4lw to the aaturo ad eouroeo of Uo tr~ 

.. nll .. to Uo poet Uoa .. a debtor aattoa. !bie 

aabo 111perat1n t'ba D.eooooUJ of a eol14 ltiiMrYo, 

00 oouu tv.tod that w1 thov.t errr eppreo1 able lo•• the 

Oeatral Bull: aq at all Uaoo 41epoeo of 1JG)Ortut 

•OIUR• wt of tbe reeourooo of oa14 a.eene. To aUa1n 

tllio purpoee, aDd 1D rlow of preMat o11Yer aarll:ot 

ooad1Uou, puohaeeo of tho •tal bJ the BaJIII: of 

Jlox1oo would haft to be l1a1ted to the a1n1-, Ullloee 

the But wore to haft a .-poo1al full4 1n ordar to abeorb 

tile lo ... o oauoed bJ tho a42uataoat of 1U lleeern to 

l•al. proporuou betwaoa Uo pl4 roeov.ro .. aDd Uo 

oUnr nook, ahoal4 a llea't'J 4ra1__. occur. 

10) !lie a)lon oJPlalU 111lJ 1D order to 

ourr oat th1• plu u u •oo•O.rJ' to o.U tM ounr 

1111%7lU at a prloo thd 1101114 tu'lliah the Jloldou QoftD

••• wttll tile •uo 1;o ootabl1ah 1;U opeo1al 1WI4 1a 

crcao-•1oa. !lie ~on:n.o•t of .. :doo looll:o fonrar4 •• 
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MGIUiJII a prloo __.ldenbl.J JUpe:r tlaa Ulooo 

pro....Ulac tocltlr 1a tbo 11Ronatloaal ~ate, 'l:lotJI, 

duo to t1ao alM»ft, .. wll ao 1a now of tile "-P:roft

••t banDd to :rooalt t:r• tlao• •aou:r•• for tho 

oolldlUou of oo14 ~uto • 

..... 
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.... u A<IA DC IIIDICO 

HJ:UORAIDtJU. 

1. - Debido a loe altoe preotoa que aloanzo la plata 
heoe un ai'\o en el rneroado Mundtal , el Gobierno de l'hioo 
tu·vo que decretar el retire de ~as tll:lnedae de eae cetel 
que ee enoontraben en circulaoion, para eubstituirlaa por 
otree que no eetuvieran expueetae al peligro de ser fun
~idae y exportadas por loa particularea. 

2.- Dicha medida , ,neceanria a tod8s lucee, ae tr8du
jo en la deernonetizactqn de in?Qrt8ntes cantidadee de pla
ta y en eu incorpor8cion a la Reserve de que el pa{e dis
pone para regular eus c8cbios eobre el exterior. 

3.- ~baa coneecuenoine preeentan inconvenientee ob
vioe, que el Gobierno de l!exico deseer{8 remover, reorga
nizando , ~obre cejores baeee, el sistema monetario 1 lB 
inetttuoion que funge como B~noo Oentr8l de 18 N8olon , ~ 
r8 ~ar oabida a ls utilizacion monet eri a de 18 ~lata oon
form9 a las praotioae que tienden a ear conei~eradae como 
tae unioae compatibles con lne exigen9ias de un Bpnoo Cen
tral capactta~o para at ander eu funoion,cambiaria , y ~e 
una circulacion bien pro~rcioneda y elsstica. 

4 .- ~l efeoto, el Gobierno de Hhico proyeo~a: (1.) 111 
reacu~aolon de oonedss de un ~eao, en substitucion le loa 
actuates oilletee de esa nio P ~e~mtnaoion: (2) ls eotatqn 
de certiftcadoe-plata con valor de cinco pesos, que ven~rian 
a r~emplazar a los billetea de t~al laporte y que repreaen
tarian plata aconeda6a o en barrae ~epoeitada en el e~nco de 
·~~xlco, que~ando prohl ot•a l a eelS ton de billet~s con deno
cin~oion cenor de diez pesos : (3) la sucstitucton de lee co
ne~as de cinouenta centavos con contenido de ~~a. 3.3488 ~e 
plata pura y ley de 0. 420 , por p\ezae d~ ley caR !ina y ma
yor oontenido de plata: y (4) l~ adoision de plata a~oneda
da o en barras coco pAite de la Reserve O~biarin del B~noo 
Oentral , el oue quedar a eut orizado para adquirir pleta por 
v~lor heats de un veint\oinoo por oiento ~el de aye exts
tenciPe en oro y divteas r~unt~as , libres ~e grevaoenes , Y 
quince cillonee ~e peeos mFs. 

5. - Pare que las nuevas ~iezas de plats y la pl~ta re
preeentPds per oertltioados queden a cubier~o de otra &lsa 
tuerte en el preclo ~e .ese oetal, ls r elscton oonet~rta e.
co~ida par s 1a acunacion de lae pr1~erae Y ls e~iaion ~e 
los ee~n~oe ea ~e ocho vraoos ~e olata pure por c~~a peeo, 

~::onedll 
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coneda naoional , lo que elevPr{a el •ooltinv silver point• 
al nivel oorree,on~1ente 8 prectos auperiorea 8 Dle. 1.07 
le onza troy de !1no, o1entrae ae nanten~ el ttoo de c~ 
oio ac t ual ~el oeeo, cone<' a ~e ·~x1co , reepecto 1'1el -'char 
r:onede a li!rioana. 

o.-; La a-'ox1on del ,?len ex,ueeto ;>enti ttria al O?oier
no c'e J'ex1co c'evol7er en poco t1e:J?Q au ueo I!!O!letario ~>nte

rior a unas Oz. 58. 000,000 ~e .?l~t~ , que es todo lo que por 
ahora poc'r{a ~beorber la c1rculao1on proryiaoente dioba , pues 
represents signee ~c oacbio por valor de unos t 335. 000 ,000, 
en lea especiee corres,?on~ientea, c sea en monades de o1n
ouen~a centavos y un peso y en oert1!1ca~oe de cinco pesos . 
Ac'emas , con 91 OOD?lecento de la oper8c1on d~ vente ~e pla
t~ que deapuea ee nenciona, c'1oho ?lan pon~ria al BPnoo de 
!Iex1co en oondi c1onee de 1nolu1r en au Reserve 0Pnb1aria el
rededor de Oz. 35. 000 ,000. 

7.- La indole n1e~e de lao ce~id~s a9ter1oreu y de lao 
destinadau a ooopletarles exige una cas soli~a ~eeerva oac
biarte, o lo que ee 1PUal un reajuste de las pro~oro1ones 
que aot~alnente ~arran entre a{ el oro y las d1v1uso libree 
de grav~nenes, por una parte , y por otra le plate aoone~eda 
o en barras p3rtenec1entes a ,.,tcha Reserve , ne~iante la ven
te de la plata sobrante, Sin eeta ult1rne nedi~a , a~eria , 
reeulter{a inconveniente para el Banco 1ntentar el retiro, 
para au ulterior reconetizaoion, ~e lea piez~s anti~Ae de 
plata que to~av!a se encuentran en ciroulaoion. 

8 . - Eeas son las rezones per lee ouales el Gooierno de 
~~xioo preten~e venc'er unas Oz. ~. ooo ,occ,ee plata , en !or
ca que lesione lo cenos posible la ettu~cion c'el ceroado 
reepectivo y loa arre~los y ne~i~ee deetinadoe a re~larlo 
y ooetenerlo~ Orce por otra parte dioho Go~terno que 1~ 
reorganizaotrm del eisteiJB monetario d9 1:6xtoo, contoroe a 
las i deas ar;tba conetgnadae , no dejara re produotr U9& in
!luencta benefice en las perspectivas de eetabiliz&oion, Y 
sun de recuperao1on por lo menoe pnrotsl , de ese cerca~o . 

9.- L,. Bal8nza de P8 goe cle :•hioo at:ele arrojar !uer
tes salclos eesfavorables , uobre to~o en e _~cas de orieie , 
deoido ta9to a la indole y direcoion cle au coeeroio co~ a 
su ~stolon oono ,a{e deudor. Eso ic~one la neoesicle~ ~e 
une.eoltcla Reserve c8 ooiar1a y ooliga a oonstituirlc de DO
do oue en todo tie~o pueda el Banco Central reslizar sin 
per dt da aprectaole una ~rte im,orta~te ~e los recureoe cle 
dicha Reserve Pa ra ooneeguir eete ultimo resuJtado , Y dB
de la situeot6n notual del mercado l e la plata, seriP indis
pensable linitar muoho laB ooojrae de ese .etal por el Enn
oo de ::exioo a menoe que el c iscso !liB pueiera !'e un !ondo 

' !'esttnado 
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• destinado s absorber l as per~idas ?castonadas ~r el ajua-
te de au ReserT8 Caabiart• a las proporciones estableoidas 
por ln lay entre sus raoursoe en oro y sue existencins en 
plata, en al cnso de un tuerte dranaje o~~biario. 

10.- El anterior es el ~ottvo por el cual ln s~ti~ 
cion del 0lan expuesto arriba ex1ae ln vents de ln plata 
e9brante a un preoio capaz de pro?oroionar Bl Gobi~rno de 
~extco los me~tos neoenarioa para oonst1tu1r dioho fon~o 
de prevision , y tal Gooierno eepern obtener un preoio eensi
ble~ente superior a los que hoy prevalecen en el nerqado tn
ternnqtonal , tanto an esa virtud oo~o en oonsideraoton n la 
~ejoria que no pueden nenoe de 'ro~ucir en las oon~1o1onee 
de dioho uerosdo las medidas previetoe en aquet plan. 

... ---o---.--
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llaf 7, lll8e. 14 8 

Shortly arter 5 P. M. the Seoretal'7 all4 Mr. Upb&a Joined a 

conference in t he ott1oe ot Senator Barriaon, Room 217, Senate 

Office Building. Othera preaent were Senator Harrison, L. H. Parker, 

Chief ot Start ot the Joint COI!IIlittee on Internal Revenue taxation, 

ouy T. Helvering, Commissioner ot Internal Revenue, Berman Oliphant, 

General Counael and George C. Baaa, Director ot Research and Statia-

tic e. 

Senator Harrieon explained that the laat tew d_,a ot the public 

bearings on the Revenue Act ot 1936, closed today, bad produced 

ettecti ve teatilllony aga.inat the House Bill and that many membera 

ot the committee were inaisting upon definite modification ot the 

proposed tax on undistributed earn1nga ot corporations . He teared 

that it would be next to iJIIpoaeible to get the Houae Bill thl'OUp 

the Senate Finance Committee. He expressed a Wish to keep control 

ot the situation in hla own banda and in the banda ot the Ad:ainia

tration by being prepared to otter an acceptable ca.prdalae rather 

than l oeing control ot the situation to others ot the committee 

through \Dlcomproaiaing inaiatance on the House Bill. He wu ot the 

opinion that it mi~t be profitable to investigate the poaaibilitiea 

ot keeping a t l at rate tax on corporation income u at present, thua 

assuring the collection ot a aubatant1al amount ot revenue and auper

~oaing upon it a graduated or tlat tax on un41atributed earD1nga. 

The t1gurea he uaed were a 15~ tlat tax and a 15~ super tax. Senator 

Connally 1a propoa1ng a 1$ tlat tax and a ~ .uper tax. Otbera 

have an idea ot a graduated auper tax on undiatributed earD.inga. 

Senator Harriaon 1a or the opinion tba t ~ch a plan 110uld keep 

the principle ot the Preaident•a propoaal ritbout ruJIJ1.ing the r1.U 
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t o the revenue and to the ccrporaticru 'llbich are 1n'f01Yed in the 

Houa e Bill . 

Commissioner Helver1~ aeemed w1llill8 to g ive oonll1derat1on 

to the compromiee bill. 
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Mr. Parker wae or tbe op1nial that there wae SCIIIIII advantage• 

to taking the Prelident 'a proposal tor a tax on undistributed 

earni.nga on corporati0111 1n •two b1tee• , and expreued tbe viewpoint 

that there are a great ma~ uncerta1ntiee about the preeent bill 

which must remain uncertainties an1 cannot b e def1n1 tely forecaat o 

Mr. Hao.a agreed that the compromise proposal wolld produce 

revenue. 

Mr. Oliphant argued aga1net abandoning the tax en undistributed 

earnings and reiterated hie position tba t the area ot taxation which 

should be exploited ia tbe income or corporations which are owned 

by persona who would have to pay a peraonal incane tax in the hi!P 

bracket on such corporate earninga if the:r were distributed. He 

referred to the preeent holding compan1ee and incorporated pocket

books and to the fact thll t the Pee era 1nveat1gat1on and other• had 

br ought to the not ice of the countr:y that a great many excaed1118ly 

r icb men paid no inoome tax and give no support to the 00\'el'IIJIIent . 

Aa he put it, tau pend1J18 bill does not increase taxee1 it etopa 

tax avoidance. lo!any ot t h e IIID8l.l taxpayera wUl pq leu taxu and 

many corporationa will pay leu taxee or nothing at all o 

Mr. Oliphant allo referred to the propaganda 'llbich pl&:JI up a 

large percentage ot tax under tbe Houae bill to tbe retained portion 

of earnings. He demonetrated tbat even greater percentage• ot tax 

to retained earning• exbt under the preeent law. 

Jlr. Oliphant -• turther of the op1n1on that the Preddent and 
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the party are now ao G~1ttM to a tax on tu uoidera thi'OI.leJl 150 

a forced distribution or Gorporat1cm earning~~ that to abandcm it 

at tbia stage would give pol1tiGal opponenta an opportunity to 

denounce and r idicule the Prell!dent fazo having abandoned a major 

principle of merit. 

Senator Harriaon eaid tmt be waa not wcrried about the pol1t1C&l 

aepec t or that and remarked that be could use on the noor of the 

Senate, in support of thll mod11'ied plan, the identical argumente used 

by the President in favor ot the proposal embodied in the Bouse Bill. 

Mr. llorgentbau excuaed himself from the C<mference after mlt 

an hour stating tba t b ewaa too exhauated physically to be able to 

contr ibute much to the d!acuasion, but expressing hie read1Deu 

to d1acusa the matter further at a later time and acG<m;~a~ Senator 

Barr !eon to the 1Vh1te House tor a dec!aion. (Kr. lllorgentbau later 

stated t o the Treaeury group that be bad been umrU11Dg to indicate 

by "even the flicker of an eye laeb" b!a reaGtion to the Barr1Bon 

suggestion prior to turtber discu ssion w1tb the Treawry gr oup and 

with the Wb!te Bouse . It was tor tbat reason tba t he prate~ to 

postpone b!s discussion of the matter until later) . 

The rest of t he group continued the d1acuaeim for acme time. 

Senator Harr1aon exp:o essed doubte about the aJDQlnta that w~ld 

be Gollected under tile wl.ndtall tu. 

Seta tor Harr1Bon aa1d tba t Secretary Wallace wClUld lll)pear befazoe 

t he Committee on Monday. 

Senator Harrison aaked to' Treaaury eat1matea on reviaiona or 

the House Bill. He auggeated that the telt1mony of Gerta!D witnea1ea, 

part1oular:l.y Jlr. Ballantine, Kr. Sargent and Mr. May be reviewed bJ 

the Treasury tor the pre~eutat1011 or an•wer!Dg arguaent• 1n the 

Executive Seaaiona or the Committee wbich be&In on Monday, Kay lltho 
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!.(,y dc'r .:ld'>~t ;;.l'~c<_Jvc•__..~ _ 

Y· : •-"rJ!>S, .,nrt ·;'!' /~· .. tetor::~ nt. which 

vour :o=!t.toe on :.:>•·'.1 :30 was clu!llone.e~ • 

.,tatecent li&ll tho ::'olloY:1.ng: 

"T~e ~e~artment ~~~~ aloo esttonted that. 
~~ier the present law ~ore than tour ond or-e
half b1111on ~ollPXS of oorporat1on 1noowe 1n 
the calender year 1936 will be withheld from 
stockh.>ll\ers and tlmt 11 th18 1nc?rno o::ere fully 
d1atr1buted to the 1nd1v1~ual owner:: or the 
~t.>cL repreocntcd ln thete ~-r~?rat1Jr.s , the 
resultant y1el~ 1n aad!t1onal 1nd1vldual 1noo~e 
taxe. ~-'0 .ld ' e nl: out on•· b1ll1:m ttree hundred 
!!!111 !. ·ca. • 
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(\ ~ t4" .. - ,, 
JC'M. ~/\!'"'he~ . t · r '";'""" •walt« "' · t ~"eli rro1:1 eto::zhol>iers • il: aen 

• 'I ' 9 r.e.a pooc1hl.y open to o1aundEl1'stlmdlne; 1nas1:1uoh 1111 the 

1'1gure $1, 300,000, 000 l'te.e arrived at o.!ter we h:1d deducted 

rroc the .. 4, 500 , 0')0 , 000 th p "•' ••••-==lll!Jpst~t""'~s ttos"'""'"'~lftl:s~s"''"'s....ttruc 

I believe r.!ll olt · r up &!\!' :;>ocGible 1111sur.der-

standing as to # the ·~rm •~!.th~eld from stockholders.• 
.~tJ6 :>. 

51nco•r•l.y yourE , j 

+C\, itt 
{' r 

l ("') l } -
.... ' ?..., 

) 1\ 

--r ~ ro I -1. c.....-:. ? 
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What I have just said about a possible ambiguit)-

1p 'lZEt ·ter• )l!!mtd 1n ey stat,op•pt t· ) eat 8U1Wif1CCQ& 

relates to ~ one of my arguments on the merits of the 

proposed corporate tax, not at &11 to my statement of the 

Treasury's estimate of what this tax would yltld. That 

estimate is 823 million dollars additional revenue. 
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PRESS CO!IFERENCE 

Q. Ur · Secretary, there are report. a that the Treasury 
plane to utilize the eilver profits tor paycent or eome of 
this bonus , Wall Street is talking about it. 

A. They are always right! No; you will Just have to 
charge that orr to another Wall Street r~r. I guess. 
Notn ing in it. 

Q. Does it look like you are going to get the Job done 
b.Y the scheduled date? 

A. Yea, I am quite sure everything will go out on time. 
I have seen the !1guree on what the 1*8 11 and each week 
we are getting nearer and nearer ~ to date with the nucber 
of names which are furnished ue by General Hines. 

Q. Will you make any comment on Kr. Wa,y ' s charge that 
~he Treasury hae underestimated? 

A. There is a let~er in preparation which I am sending 
~ to Senator Harrieon today and it ought to be up there 
by noon and Senator Harrison said he would give 1t out up 
there. 

Q. orr the record, can you give us a general idea, with-
out using it until he gets 1t out? 

A I think, ott the 
Helvering 'e statement . 
best . 

record, he did not read all or Kr . 
He took the part which he liked 

Q. That's in reference to the $4,500, 000,000? 

A. Yea. 
1ng 1 a check. 

And my figures on the revenue and Kr. Helver
There ie no difference. 

Q. Row about the underestimates, without regard to 
whether or not t nere are a1aetatementa7 

A. we don't do that . All we have ever done i e, when 
we estimate our re~enue we estimate very olceelY on the 
conservative aide. our r1guree over the laet t wo yearo 
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prove that our estimates have been as near correct as any 
human being can make them and th1e is all oft the record -
I have never faked any figures since I have been here and 
you boys know that I am not go1n8 to take them to get a tax 
bill or anything alee. 

Q. On thie recovery. That was not counted in. 

A. No, we took in recovery . They th1nlt we have nc:t al-
lowed tor buaineee recovery , but we have, abeolutely, and 
our estimates have been within one percent or being right. 
Let 1e be practical-- when we made this estimate, last De
cember or last November, no one could guess that Oongreaa 
would throw this thing out and no one knew we would have 
the bonus and I eat back and looked into the crystal and 
knew they would be thrown out. We have to go on the as
sumption that we faked them when we made them up last Decem
ber, which 18 pertectl.Y coclt-eyed. The figures are Just as 
correct as anybody could make them. After all, the one 
thi.ng here is we have to keep the confidence or the public 
and when the Treasury says something they mean what they say 
and 1n order to get a tax bill or anything else I would not 
take any figures . We oan make honest mistakes. We all 
make mistakes . Oerta1nl.Y Mr. IJ1lle bad to go back on the 
Hill three times to correct hie figures. I have no doubt 
hie mistakes were honeet onee, but he bad to go back three 
ttmee, and Ur. Uellon, I think, undershot the carlt one year; 
was ott 5~. I am not saying he did it tor political 
reasons. I am saying somebody u.de a m18take. We have 
been luclcy and our figures are extremely accurate, but don ' t 
forget they were made laet December. 

Q. Does it still stand that the Treasury teals the tax 
bill will raise more money than existing law? 

A. It still stands. Still ott the record --you wil l , 
got the letter. If ur. Uay had read all or ur. Helvering e 
etatement through, he would have seen that his statement and 
mine Jibe. 

Q. Do you still expect this year's deficit to be 
$5,766,000,000? 

A. Nothing haa been brought to ~thaatt~~~!;~n, 
ot the Treasury to make IIIII change •- • 

1n or out 

Q. That letter isn ' t up there yet? 
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A. No, it ie not finished and it will be 12 or 1 o 'olon~ 
befor e it goes up there . ~ 

Q. Would it not be necessary to increase the rate or ex
penditure -- t hat ia, leaVing the bonus out or consideration 
entirely -- to almoat double the rate or other monthly ex
penditures to reach such a deficit figure? 

A. I have not any notes here , but aa I explained to Bob 
the other day, the difference between these estimates ie --' 
the bonus goes on the books or the Treaeury as a charge. It 
does not mean all 2,300, 000,000 are going to be cashed, but 
once they leave our possession they become a charge •.• 

~. But I mean other expenditures. General and recovery 
expenditures at the present oonthly rate, it continued during 
the next two months, would make ror a defi cit considerably 
smeller, would it not, than your estimates or last week? 

A. Not according to the people in the Treaeury who are 
responsible tor those figures and who have been following 
them every day. These men have been here since I have 
been here . I have never once given out any take tigurea 
in the Treaeury to try to 1n.tluenoe any legislation or po
litical situation. I have not done it once and the men 
who have been here know it is so. I have never intention
ally giJjiU out any wrong t1guree. In the first place, 1t 
would b~ tnoet stupid thing I could do and, without trying 
to make a atu.p epeech, the reason t he bond market has gone 
up and our credit hae gone up is that when I mak~ a statement 
on tigurea people who put their money in Government bonds 
have confidence in the Treasury. We all make miata.ltee, 
but so tar I haven ' t. The reason the bond market 1a eo 
healthy 1e that the figures that have oome out s1noe I have 
been here have been correct and not tor some ulterior motive. 

Q. On the tirot or uay the total expenditures were about 
$6 000 000 000 and if you were going to have a deficit , 1n
ol~dinS a deficit as large aa $5 , 600,000,000, you would have 
to spend 1n addition to the bonus something like 11, 000, 000,000 
a month 1r your revenue estimates are correct. 

A You are getting down to spending. The big d1tterenoe 
i~ spending is A61"1oulture where they have not spend theirs d 
on AAA I don't know when Wallace will suddenlY open ~dannl.Y 
pay , b~t the shortage is in AAA, but if Wallace would au e 
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pays the money to tarmere on paet contracts -- not tuture - 
that thing could Jw:ap to within that fiaure . The amount 
that Wallace hae paid on all AAA oontraote ie tlmost n11 
and that's where the dUterence 1s and I can't tell and no
body elee that Wallace may pay the checks tomorrow. I don 't 
think he has spent OYer ~ or 40 .tll1ons. That ' s where the 
dUterence ie. Wallace ma,y decide that he will pay that 
money tomorrow. I tlllnk the eet111at.e wee around $500,000,000 
on all propoeitlone and be ls behind that IIIUch 1n ble payments. 
That is the explanation and I d1d not want to say 1t because 
it brings 1n Wallace, but we are talking here among ouraelvee. 
Does t~t explain it? 

Ur. Gaston: The boys are to get it tor themselves and trom 
Wallace's card recorda and it 1s not to come trom you. 

Hli,Jr.: ll.Y gueee ie that lees than $50,000, 000 hae gone out. 

I don't know what I have ea1d on the record and what 
I haven't. You have gotten under~ akin a little-- at 
leaet you haven't, but Ur. l.tay has. But I think everything 
I have eaid up to now ie ott the record until you get the 
letter. It ie getting down to ~ integrity and I value 
that rather highly and I won 1 t let ur. Mary or anybody alee 
besmirch it. 

Q. Would you permit the earmarking ot gold in New York 
tor English account tor the same purpoaes as China gold il 
e&rlllai'"ked? 

A. I am sorry , I don 11. wish to answer that. 

Q. Are you ready to tell us anything more about the 
Chinese? 

A. No , 
good word? 

Q. Yes. 

But our progress is aooslerating. Is that a 

When we get thie letter troa Senator Harrison, could 
we --.e thiB background? 

A. What do you think, Herbert? 

,_ t I think it will all be 1n the letter -- all that 
.... . Gas on: 
1s neceeaary. 
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Q. Just some personal touches? 

A. 
1 

That's all right . I reel very keenlY about it. I 
don t. mind your using it tor baclq;round. It an,ybod,y could 
point to any group of figures I have given out since I have 
been here that have not been on the •u.p and up• I would 
lb:e to know about it. ' 

Q. Anything on the international money situation today? 

A. No. The situation is still a nervous one. 

Q. Is there any particular official reason why there should 
onlY be two New York banlce very activelY 1n the market? 

A. No. ThAt's purelY u.p to them. It is a private coll-
aeroial transaction and any New York bank can or cannot do it, 
as they wish. 

Q. One in the past has been very closelY identified with 
the activities of the Federal Reserve Bank. 

A. It is purelY voluntary on their part and they may think 
they want to invest in gold and bring it over and they may not, 
but it' a purelY voluntary . They make their own decisions 
without any guidance or hints from us. 

Q. Is Senator Harrison getting more than one copy of this 
letter? 

A. Yea, he asked me to send up enough oopies. 

Q. would you care to say that the BritUh are involved 
in this Chinese thing? 

A. The Chinese Government sent these people over to see 
the United States Treasury . 

Q. The reason I asked is the British have had a financial 
alsaion out there for aoaetiae and since the Chinese work 
pretty closely with the United Statal and England I thought 
it reasonable they might be connected here. 

A. I again say, the Chinese came ov~: to •.e• tinheteurneiattedin 
States Treasury . I hear the Japanese MDve so e 
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Oh1na, too! 

Q. You did not hear tbat direotl7 trom the Japaneae who 
came in to eee you, d i d you? 

A. Listen! Go on! No; th1e i1 a Ohineae-United 8tat11 
situation; Juat between the two GoYernmenta; nobo41 elee 11 
1n on it . 

ooo-oOo 

Regraded Unclassified 



11..,. s, aae 

162 

• 

._.._&be nqaew r.. \M ·u t ' 

... I U la IVS r.,..Lete Uia' l tm p a 

... .. c ... ~ ., \M o..l"-e 

_.- a\tnl' lo 

...... ...,.. 

a ... ,,.,~ 
' a I te Srerl&ttee • ,.._.,., , . 

..... ...... • te ... . 

Regraded Unclassified 



• • 

•"=tfft I•R W Ia IUS ,._ 1"1 II .... -- te 11r llal'l 
P 1111111, II II 5 ... lfltll ... , ... ICC 11 ..- tile .. Mt 

II lf.Jt. '-' - -.J•Iv re- ltJI II I I• 

.............. 1 .... 
..... .... ,_. .... 15 ,.. ...... 
ll :•ent ... u-..le .. .- - _. 
l"IIW ~.,1111 II cMir tile .. , I Aft 
., 1tJ5 .!t 

JaMYiae.l 1 I t•l 
.. 1 '- .... •••l!lbll .. ' ... Jill[ 
,_.-1 st ... l re• II .. liDO fer 
................ 000 ,. ~&at ... 
._, _._.,.._ ... II ....... 

... 1St II eJ·•atl W.. e'I,OOO t) 
11\al ....... Ia .... .,,,.. 

I 

I Ia 

:u.Jih-
. ., tr''sn' 

-
-

W telpr-'1 .. 1-t!Mll • ........ tar Ill ... la II I II ti,OOO, 

1!1 ,.l!lb\[ la I II II tle000 ...... la -· d tJ..ZOOOO, 
II pal I I II Ia -· d tJ!I,OOO eU ... la 111111 II ,000, 
17 pilL II .... -· ., 110.000, u ...... . 

II '-'• •• -... e* 6 pv ' • w•• ... 11s 1 ta --
tl .-.ooo. .. .,..1111- .. s•'r 1a tile w• ... ~ 
" ........... .., ... -- .... I ... film. .... 
1 •e tM - • wt• _. t 1 ...,. 111at u I rr *'• 
p wtl fl., pal I---.. I II Ia ilL fl 
..... ooo. 

~S3 

Regraded Unclassified 



!& 

... 1•\N t4 tM J'U1d •t ..na1a t.a ,.-1 I J ''• 

_, I •· - U. 1a ~- \lie\ I v...&\ 

\Ma \IINIIP u. Clllal- .r \lie C..S.\W.. 

...... t.J7 • 

........UI'a\~ 
• I 5 ............. ft 0 

ww ftaw .._ • 

. " . 

iiiiiiiiiiiiiiliiii 

I ' 
164 

• 

• 

Regraded Unclassified 



165 

• 

............ 
3 w~~~~c-.-wr._u.~ 

.... .,_ el .. ,s.lAI ot .nab \a F S 1Po 

_. I U le OJ roprtate U.t I to: r 't -- -a e u. Clld- ot u. o.e.lttee. 

IIIIer .... a\b t •• 

I 

3 "·Ia·~ , 3 ., .... _....n 
b: ._ ............. • 

Regraded Unclassified 



Rei\I'Y llorr;o.ntha ll, Jr., 
ot the Tre uu.ry , 

D· c. 

It bas been stated that MillY ot OW" Nno.nolal~ ltron& ocrpcution., 
tho.., of sllbato.ntlal •he , will PO¥ little or no tuea to the 

Tr&Uilry if the ptndln& blll 11 pulSed. I o.a obeold.nt; the aoo11raoy 
theae stater.>Onta , and I o.a lllcewiso interested. ln the opportwUtl .. that 

be .. rrord.ed s110h corporation• by the blll to avoid. the pt.,Y~Mnt ot tu ... 

\Te must soaard oereflll4' atainat r;lrln& theae larr;e aorporationa t. 

ad.Tantage ond p•hops a stran&lehold. ovor their present amall• oca
s . Frlllllcl¥ t I • on~U~erned. about the appl1oat1on of the propoeed tax 
s to thoae oorporatbn1 wbioh DDW haTe lCU't;e turplllsea and • atro~~& 

or ored.it polfition, 

'Q'e atat lllt.lte certain that let;lalt.tion d.oes not prev•nt the bealt}V 
and. expanaion of Ollr smaller bualnease a by 1llpo11D& a penalty llpCD 

if their finanolal po1ltion and their bllslnesa opportunities d.o not p•r
the P'Yll'ent in d.irld.end.s of lllbeto.ntial~ all their profits . I want yollr 

'"'"'"one e in apprAising the e1 tllation. 

I bo.n aeleoted f'roa llood¥'• II&Dilal a few of the larr;eat oorpcration1 , 
a view to d.etenalnin& the rate of tax whioh wo1.1ld be ilaposed. upon thea 

the pendin& bill should. be •naoted. The only atatiltiol I han availabl• 
for 1934· I should. appreoiAte it v•ry II'"Ob if yell wollld. oheolc the lilt 

r;in yoll and let - han a aia1lar Uat for 19350 it att>tiatioa are anil
to YOilo 

oan Tel . lo 'l'el . 
fobt.ooo co. 

• ::.u ••n& & Ref1ni~ 
"'nertu Eleotrio Co. 
10ody4tar Tire • Rubber co. 

national Harveate r 
• Biaouit co , 
• Dairy Prod.uota co. 

0 011 co . 
J . Reynol d• Tobt.ooo Coo 

c .. ~ 

wet Inoollllt Dividendi 

$167.960. 475 
26, 590,858 

7,875,000 
1'}, 881.453 
4.So8o907 
8 . 264 , (),\0 

19.939· 342 
8,197.573 
6,294.728 

,o,ooo,ooo 
9, 348,820 

'nl• abon Uat ot 1'1Dt.llo>1t.l~ atrOII(; o~•• that oan o011plate~ 
taxation oaA be geatl,y ellp&llded.o 
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Red~ot1on 

Cbelllioal & ~· Corp, 
prod.11ota Refl.nins Co. 

3r737el42 
lSo 703o374 

9o294o750 
5 o400o000 PUbliahin& co, 

I . dCIPOnt 
ree,to••• Tire • R11bber 

Fooda 
sucer 

011 co. 
& WY•r• Tob• co, 

, Davh • Coo 
nnsy1v..Ua Railroad Co , 

s. smolt1n& & Ret1n1~ 

loan can co. 
and co, (Del) 

t.atJun Xod.alc COo 
oneru llotcra 

Ao lit Po ~a CO o 
otern••t1,ona,1 Shoe eo. 

1?8ney CDAJ)MY 

r~;~~· petrol- CO • 
lr' • (laable 
!ooc>ny-Vt•OUI>DII 011 COo 
fl'Bni>.Oll CO o (CalUo) 
11:&11111&1'11 011 COo {Indo ) 

011 co. (loJ . ) 
Sul phur Co, 

Fruit co. 
• · woolw<rth co. 

40o788o914 
3o572o193 
9 oll52 ,614 
5,310,000 

13o4lSol69 
17,200,227 

8,232,480 
13,21.4,946 
6,000,129 

CORPQIATI OilS 11HICJ JOIILP PAY 
w;ss tJWf 10 PER :m 

19 ,522 .~ 
8,235o8lS 

14,503,247 
94.769,131 
20,,.78,190 

8, 967,024 
16,147.315 
5o151o~ 

14o370oo67 
24.121,297 
18,347o807 
18,949, 680 
67 ,882~1 

6o958o476 
12 ,049. 300 
32.142. 363 

lS ,256,321 
5 , 899 , 830 

10, 499 .086 
73, 621,710 
16,430.796 
6, 671 .742 

llo307o108 
4.153,008 

10,512,866 
18,652,561 
13,o69.479 
lSo371, 229 
54 ,2o.\ ,193 
s.no,ooo 
8, 717, 985 
~3,288,676 

2 ,e., 
3•00 
1.20 
2.~ 
3o.SO 
4eOO 
4•40 
1155 
1o40 
4;16 
lo.SO 

· 30 
,25 

6, 6.]( 
8.84 
8o54 
6,78 
5·12 
7o78 ,,,., 
8o30 
8. 30 
6, 90 
8.95 
5, 63 
6, o8 
5. 22 
e, 6o 
e,54 

I also uk that you turn1ab ,... with the n-a• ot all oorporatioM whioh, 

the last year tor whiob tbo atathtioa are ava111ble 1 bad a net 1noOM, be

Federal tnxea , ot 110ro thu $1,000,0001 IUid, baaed upon the aotual dht.r1-

'"">o••• tor tho yoar 1 will reoo1To a tu reduotion ot tltty per oont or 110re 

tho pendln& bill, 

Y011 will appreotate that the tllnd.,.ntal purpo" or 1111 lnqlliry inYolna 

only oolllp8t1t1ve o4ftnta&o• to tbo at.rone; oorporatlODao but tho r .. t.rainta 

hoa'f)' taxoa upon a.a11 IUid ...Uwa ailed enterprh .. upon whioh • a;at dot

so 1arr;ely tor re--.plar-t or 1abclr 1 IUid tor health¥ 'buliDe .. p-owth. 

It 1a \I.IIMOO .. r.J')' tor M to ad4 t bllt the data ... at be aTailablo prcapt

ly 1t' 1t 1a to aern a uotul parpono I ~1 apr•lato "ry ~ yo.., 

••olatanoo and oooporatioa. 

(S1pd) IIAIUI'l p ' B!RD 
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:.:t:~ e, 1936 

Hi!, Jr. hall the f -ll?wing mee t ing 1·.lth h i m 1r. '1!- .• ,., ~e 
~~1 "Y : Uph~m , HRv.e, 9el l, Taylor, Oac t on qnd Olionant. 

:"le s~_cret.ary r a !. , 1 I neve t wo t~-est.1ons t ~~~~·-.t. 
(1) ~n1e teller. ~It>;- r Mlta c.e c No . 1 a ccount ant and b•;;. 
g r a1 ' ct~nd 1ng &nd rA~ut~t.i?n ~ong buoinese ~eoole and 
I thl nJr 1t I':":>Ul•l be a very e!lll'r t move 1! "" cou1.d ~t ao::~e
one of ec.u~l e t end1rc to check t h• Trcr~~ · e estimetoa an~ 
tt-11 us whether v·t .re correct. Hoas ' r et>.cti?n "as , "I t 
1E not an account an t ' s j ob. I t ie not l.~ h i e fi.ld . I 
could lose hi m 1t I r:nnted to ." Hli,Jr . t hen aakc". h i m, 
• well, ~ho woul" nrve " And ~aae re?li~d , "It h~n?ene to 
b my responsibility ond ! am l envtnp' mysel<" out or" it, ~ut 
t 3 ! see the whole t~ i~s . they cuet e·~~~k eocething ~~d 
th~~· are cttc-:-'~ing t he e&tlcates . It 1! n sign of weakness 
t o Mve somebocl" co :~~ r ~ ,. r echeck our "!""ures . Erti!lllltes 
c m 1 t be cllec'~e.,_, The t nL'lg to do 1s to elt tL5!1t . • 
ffl',Jr. in-:;·11r ec\ ot "lle~ , • so ='ou ral.y tntirel.y on !.!cL .. od'" 
end !'Pne "lnSw"recl., ~r!o . We hPve <"t.b~>rc 1fho gO over h1a 
!'!.<'urf!s . • 'i!! , J r. r· 1:1tnded ::"'IS tlll't. the £enc mist·'"• "cs 
r·,'l e 1n the Pr l!cidtont 1 G c;:>eeoh and, he 1'111d, "You 11nd t110 
months to f lnd. the t out , but you •1 1 dn ' t , " 

Turni ng to Ball, the Secretary setcl. , "You have the 
bJ.c!:g,round of t he Treasury . !io" r•ould you !'eel 1t I br i)Ue;)lt 

Jrncb?dy <'-::·.m• Inascuct~ as ?ur fieur~c h$ve been questioned, 
:want tb!'lll ~~uble ~hec~e~ &nd ~alyzed. 1 Bell ' g r~p~v "as 
•r do not t h i nk it 1~ a e!.=:n of .. e!Lrnee to aek somebody f rom 
~he outs i de t o r~chec~ our t1gur cs . The trouble 1e to ~et 
some?ne who i s t e1r !lnd who nf terw,.rds I':"Oulc not go Ollt and 
seek a l ot of publ1clt y .• I n answer to t~ t, HU,Jr . ea1d , 
"I hnve l'..e .1 people ln to t a lk t o me f rom time t o t1mt' !lnd no 
ore !:ne~" t het they l'•er e down her e . On the queetion of gol d 
devaluat ion, I had Par ker Gilbert do1vn her e . He lltlo never 
told a living soul th~t ! know of . " 

C?ntl nu1ng, H!'!, Jr. sai d , •: cl.11n 't want t o t>nr,.!'r '!11y 
.-ubl1cl,y . : will PSK t he M!ln to C?Ce dOI"TT r,1th tll" tHC-

t!.nc t under • "- n~ing th!lt I mev or V ? not use h i e f igures , 
but I ~ant n~ t ? come down 1~ • ~onftdential capacity, 1n 
the cerne r el" tionsn1p tn~t exist~ between n doc t or P~d ~ 
~et1ent." Hens re~r~od, 1 0h! on tn• t be ets, tna t a dif-
fer ent. Then I ern 1n pgreement. But I still don't tbinlt 
you OU$ht to get an accountent. n !loll !'em~r~~ed tllPt 11!ny 18 
ftn actuary , nn noco1mtant 9nd en econom1ct . 
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S:>eutns t~ •ht ll'l'!lole tr::ln;>, :!!.:,Jr . said, ""Nell, I 
"1~n •llf\t. :vou would all t.h1nk Rbout. u. "n·l c r !.ng 1.n some 

1~9 

upreet.i:mr. Wli oeet cga1n at 1:2 o ' cl·~c:, , I would Bay 
tnnt ror ny ::llvn Bllt. i efactton , I ll'.:.nt to have these ftguru 
~ecnecked ; that lf we hPve slippu~ , I wan t to say eo. I 
Am b1F. enough to Eay so, 1f you don ' t. mind my eaying eo . 
After rending my stat.ernt~nt. in t.no p~.pers this mornine; , I f'!!l 

?erteotly c-.t:.:fl~d . It -.as t.ht. cl,.~n-c•lt , m.<mly t.h1ne; 
t.o '?." 

He t!lld t.o tne gro•J:- , "Tno eec:md eug;;eet.iol" th"t ! 
nn~e to make is t nat I mentioned tne n~~es ~! ?rotceeor Hcguo 
or Columbia, to the ?reaU!'n't l'nd he :;··ld ' t.huctlll down ', L:y 
idea wee t~ nave t h i s man check ~hat we are dotr~ on tne 
policy ot t.ne bill. I 0..r.l not .. ,orried "bout. t..ne b11.l draft, 
but. I want a treeh c ind on the policy.• Olipnsnt <~i~ that 
ne d U not. \'.now Professor ¥.1\lQle. 

ttl! 1 Jr, RP'Jli!l SpOke t.? t.nf' {;l'OUp 01 the 8US£t'Bt.10n t.llllt. 
it. m1gnt. be well LO keep t.ne flPt rnt.e on co1~orPt.lon income, 
Pnd in tn1a ~ay assur e t.ne collect.1on of a subet~nt.l!'l Pmount. 
or revrmue, and. when llad. "o t.JUH t !Pt. t.llx P Fl'adut~t.ed 01• 
on.,t.nc>r r lat. t.rx on undistrtnut od enrnings . •rne flguros 
BU68est.ed we1·e ,. 1~ r lat Lax and €' lo% supertax. !ie Pllid., 
"BY !';E't.t ing all t.nis revenue ft'Or.l t.ne r1cn coryor et.1ons "P 
could poss1o~v reduce t.nE' tPX t or tne P!!!All man wno n~s an 
1r.c:me or ~2::>00 . • Olip.DIInt. sAi d , "If we cn'lnge t.ne 'bill now, 
we will have no Dill, • t.o ,.nic.r. 'l{:l,J•·. ee.1d, • suppose we d.o 
l"t"t. up &r~1'1net. " s t one wall. ·rner. .. r..at.? I, t.netet'ore, 
.u.,.r-ee t tr.:>.t ~" nave an eltrrn tivll bill 1n our vest. ;'lOc"et.. • 

~nas nAd Lne 'l'ollowtnl" to sas : •our eet.1DPt.ee nave 
been made on t.ne pasurotion tnPt all t.n1s ~coce would oe 
suuJacL t.o •ax . If 1~ 1P'l~~ tnr ougn t.~ls person you will 
or1nf' down, t.llen you will not. l'"t t.ne r evenue . • Oliphant. 
e~t~ , "I worxed on tne t.neory t.not. Hnts ' eet.1~ot.e~ were 
corr~ct . I nave every confidence 1n ""e baste on wn1on 
~oLeod m~de n1R eeti~t.ee Ir Pny of you ~~ow or t~~· loop-
holea, I wish you ~ould t~lk a oout. tnem ." Haae added, "If 
tnero ere any loopnolos , I cAn ' t t oke t.ho roepons1b111t.y.• 
H!.l Jr • ente<1 to know if Ol1pMnt t.oolt t.ne re~pone1o111ty ' . • u o'l' t.he loopnolee and 0110n<\nt enowered., •Yes, I do. phnm 
et.r.t ed, "The people on t.n·e Hill are not. a corU'1dent. tllltt. tne 
le~te nP.ve oeen tilled as~. OliphAnt ia.• 

~:,Jr. t.nen ee1d t o tne grOu!l, •Well, I t.n1nk t.nis nee 
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been a cood ceet1ng. F1ro~, ~e •re ~ry1n~ ~~ get ~ mRn llke 
.:") to 10dv1~e tne T•·e"tury 1n ,. o?nft~entl~l capacity on t.ue 
~~t~cat.loal end ana, second, ~e are trylng to set an outside 
?t'rl'on, 11ke !!P!!lll, w.no 1s no~ ln pr1vate px··oc~tica ~o se~ .ate 
vtt'wo on tne policy. If I do tn1P, noooey o"n ever e~ t.nRt 
~ho 'l'l'e~eury lett a s1;.one unturned to see tnnt t.n1& blll will 
do w.n~t ~e OI'Y lt wlll do. • 

GPet.on ortered t.ne followtng Puggeation: •wnat would you 
~n1nk ot tnr e~eetlon t.llPt ••eo send up O\U' est.im."tee on t.ne 
Hill and say ~na~ t.n1c il' now we lrr1ved l't our figures.• 
~eel'' reaction was, •t t.nink we first oug.nt to get the aocount
ant,w~om you sro bringlng down, t.o oneck our t'etiret.es and 
~.11en if t.ne:1 l're sweet, S"nc!. t.nem up. • HlZ,Jr. tnorouAAl,y 
agreed w1tn P~P. 
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At 1" o' ~lock t "~"Y , Oli .flhcnt, Up.t>.run, T.::o.ylo"', Qaeton, 
Bel' end Haas met ~1th tnt Secretrry. 

HL!,Jr . ae!d, "S:>moone hae auggcoted Profasaor t!1lla 
J! Columbia . Oli phant sald he dld not ~~o~ ~no h~ was 
~nd HP~B said he did not t hink well of him. The Secre
tp•·y asked Ol1pbs.nt t o check up on Professor !.:illc and 
t~>id , "I underet'Uld t het !'r ?fe8eor !.:1118 h.ea wr1tt.l!'n r 
boo% on sources of income and I had him in cind to edv1ee 
Ut on the policy of th~ bill." Ol1phont 1 s comment ~aa, 
•r do not lmov; of anyone bettnr than Viner, • but 'l:.I,Jr. 
disagreed, 8aytng •No, not on tnie t hi ng .• 

C?nt1nutns, the Secret ary caid, 1A ~. Niven, of Touch~, 
>'tven t Co., tws been sur::eated ee an accountsnt and !.!r. 
Stl'ub, or LJ~qnd, Rose ~nd ~ontgo~ery . • Taylor eaid, "I 
wo".~ld 11ke to eugge8t tnt Mme of Artnur Anderson ae tne 
account ant. F.e 18 out~ tan~1ng in every ~ay ." U,nP~ 
tnorougnly agreed ~ltb Tnylor and ~~ . Klotz reoinded ~.Jr. 
that Earle Bailie, in his teltpnone conv~rsation with the 
Secr~tPry t his morning , h.'ld mentioned th" name or Anderson. 
The Secretary 1~~d1etelY ~ut \n s lona. d1stence call for 
Arthur Andt>rson, but wes um•ole to get him befor e he le!'t 
tn or~lce at one o 1 cloo~. 

At tnle meet ing, !.:r. T'!Ylor suggest ed en Plterno.t l' 
~l~n ~nd Ol1?nAnt asked ~1m to make copies eva11Pble t o 
t be grou? and tney woul~ loov into 1t . 
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In alabora~ion or the auggeation which I made at the meeting held 

in your office on Friday, l:e.y 8 , 11138, 1 am lilting below certain modifi

cation• which oigbt be made in the propoead tax bill: 

1. Differentiate bet .. en •buaineu ln-· and inccme fl"'OIl 

"lnnat:aan t a "' . 

2. Place •buainlla" w~ethar conducted by in41 'fidual, partm rahip 

or corporation on aame tax base. 

3. Retain principle of graduated ratea tor bualness income, baaed 

on ablli t:r to pa:r. Ci n fa..orable treatment to or exempt •busineae 

inc~· in low bracketa. 

4. Place •tn..-eatant inoo:oe• nether recelnd by indi'fidual, 

partnership or corporation on aame tax baae, if retained. 

5, Tax inTeatment income paid to foreign 1nd1viduale at flat 

rata, tax to be w1 thhald at source. Tax invutment income paid to 

fordp corporations at higher tlat rate, tax to be w1 thheld at source. 

11. Place ban.ka, inaurt:noe con;>aniea, bona fide innatment truata 

and other financial inatltutiona which ob'fioualy .uat depend on incaoe 

fl'Or.l innatJ:lenta in apecial oategor:r when eonaidering income fl'OIII 

innatmenta. 

7. l!xempt i nnatment in coma from wholly owned aubai d1 arlu 

operating ln the aa:. •bualneaa• claaalfioatlon from • innatment incone• 

graduated tax but include in •buaiDen" earnlnga or parent ~-

a. Poaaibly place public utility and railroad inTeatDent inco.a 

trcm controlled but not wholly owaad aubaidlariea or attillatea in 

a epecial category. 
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Aa you know, ~ only purpose in au~·eatln~ thea• eoditlcationa 1a 

in order to proTide acme secondary plan It the extant propoa&ls enOOWitar 

1naUJ'UIOWitable ditt1oult1u . You will notloe that moat or the baalo 

principles are retained but thalr application 1e altered. 

173 

1.:7 Impress! on h that the gamble on tba &mOUilt ot re .,.nue Ia reduced 

and that ... would be dealing with rawer Wlla.O'I'II raotora. 

I particularly direct your attention to the tact that pro!ita troa 

bueineaa It retained tor reserves must either be inYested In tax-exempt 

eeouritiee, or the 1noooe from taxable eeourltlee must be distributed to 

atockboldere, it hi gh surtax rates are to be &Yoldad. The atteot ot 

thh prortsion on psraonal holding co:apanlu and on the lnYeataeni by 

bueinaea corporations in apaculatiYe securltlaa unrelated to their own 

bu.eineaa Ia obrtoua, an4 mu.ne lag! t1mate ruerne will be inyeeted In 

s hort-term CoYer.ruMent•a or other tex-exeapt securities. This is certainly 

sound practice, aa In the paat tar too many corporations ban dlasipatad 

earning• aa a reml t ot 111-adrtaed lnY&stloanta In apaculath• mrttet 

aecuri ties w1 tb a conaaquant los a to tbs etockboldara as well aa lo .. or 

raYanue to t he · o•ernment. 

The eug~eted treatment tor foreign ind1Y1dual and corporate boldera 

might well be considered w1 thout reference to the other eug ··eetions aa It 

reeta in part the problem of personAl boldins companies Incorporated In 

Canada and elae'llllare. 

I belleft that the dittarentiaUona bat .. an bualneae lnccae end 

lnnetment inc.,.. will atlmulate prlnte produotln entarpriae, ancl tbet a 

alight disor1miDAt1on In taYor of Wl1noorporata4 1ndiY1dual entarpr!Ma h 

not only juat1t1ad but a atep to be onoouregad. 

Regraded Unclassified 



IIDI t ORI TillES - 1k7 6, l~:,e. 
174 

SWTE BAGUBS WAYIB 
01 

Regraded Unclassified 



175 

Regraded Unclassified 



176 

Regraded Unclassified 



liD! t ORI I:IEIW.D TR.IBOlCE - U..,. b, 191\6. 

ao~~:•• 
likt al U:Jta .. ................ ,....., .... 

pop: dWMIL 
~-·-..ulliL& -· 

• • 177 

Regraded Unclassified 



I Q l X 

DIITI.O suna :s~J~An 
CO .. it\M 00 t t .. DOe 

!loaoral>h 11...-y llorpe\'>&u, Jr., 
Seoret.a17 o~ ~. e ,,.. •• ..,., 
r aalact-, - · c. 
ICy ~ur llr. llecret.ary 1 

1#.7 •tcl:th. 
1 t a a. 

• 

17A 

U '·•• bHo a\a\a<l ~at • IV ot our tiaDOlai.l,r 1trollC corrw
a\looa, aapeolaU.r t hooa of eubnat~tlal abe, wi ll ; a7 U~Ue oa ,. 
t ax .. to U,., •-nl Trwaou17 if t4e , eiMilJII bt U 11 paaHCI. 1 aa 
obeekbil t.he &OCUI'aCU' of tbe11 1\at-•~•• &ad 1 ea Ubwhe loterel\
a<l lo \be epportiiDl\l .. U.at a.;r 1Ho atrard..t AGb oorporeUo• _. lM 
llill ~ nol Ute SM'il' ... ~ or ta.aea. 

le ... , 1'111"4 ure!l&l.Q- a,et .. t !lhlllC \baM larc:e corpon\l~ 
• c:rwator a<1Y&~~ta&• ao4 ••rbape • atranclebold O'fer \llelr ,.,.._, -uor 
ooooveutora. 1r~, I •• c.>GCorood about Ll>o a p;>licaU oo ot \be p ..... 
poaed tox pollolu t o ~ho • corporatlo u 11111&11 - ha.-e l•rce 1111rpluo .. 
•lid • atro111 cull or oriCUt poo1\1on • 

•• aun ..... oertotn t.bat le&tel&tlco ioao liD~ prneot \be hoal\IW 
&70'1't11 t.M oxpauloo or our aaa.l.l&r 1No1oao .. a liT iai'O•llll a peal~ u..
t.hn lt tbolr l~al poaU.1oo u J t.h•lr bulloa•• op,.,r\WiltlN do M\ 
~nut \ba 1"11•-' 1o c!hlcleldo or ... batutlall7 all tbalr prollh. 1 
.,.II\ J<>vr DHil\a- 1D appnt~ tbo al\u.o\loo. 

I nne aeleot.ad f ro• looe!7 ' • lloml&l e r .. or \be lar&an oorpor
auo.,., wlt!l a Tt" \a Cet.ara1Jl1al \be rota ot tox whtoh wwld loa ~ad 
Ui'OII tllea if u,., pe*'c tox bill llltoul loa -ctod. Tbe oDl,r atotbUoe 
I l'.an a..ailible &H tor li:4. I ahollld apprwalato U. n 17 11114111 1t 708 
ltOUJ.d ch_.. the Ul\ I 11n JOU aJlll lat. .. hawe a a iaUor lht. tor U116, 
it at.atio\ lca are awa11ablo ~ 7ou. 

!.!! : n::'Q.;m!f~'f:'~!i:if ' AI w '"· 
Ia\ I- lli.w.odo 
f C!e£ Jtp 

tlH,w,• 
,, .. , 101 u,ne,.,.. 
t,m ,ll4 ........ , u,m,ns 
I,W,NO a,m, .. 

ll,NI, .. ...... -

b l f Art 

Regraded Unclassified 



17S 

·•· 
• 

tJ•••ti":.:.- ~--:: ... ~·: ....... ,~. 5 '•1illd - ... 

Regraded Unclassified 



··-· .. T·· ... A ~ ., 

lw'!·nr,_., 

C•s ••> ...., •• ._.. 

Regraded Unclassified 



I l I f i ~ . l J r ! ; ~ ! : ~ : l I ~ i ; ~ i 
• ~I= f f [ f I i ~! l i l 3 i ~ ,t _ 

1 1 J 1 i ~ ' 1 1 i f ; a i . f ! I 1 1 f ' 
= I ~ = f : i r f ~ f i j ~ j ! 1 : ~ ~ 

1 -
1 
: t ! - , ~ , f , , ~ ~ f f r . s , - • • 

, 1 , f 1 ! i ! • 1 t • ; 1 ~ ~ ~ 1 1 , r £ ~ 
f I i l . ! i = I ~ ! J ~ f I f f ' ~ f I = ! 

~ I ~ f j r I • 
1 -~~~ ,.iaf&li l:J 1 ~! 

~ l ~ ~ r l ! i I f ~ f i f : ~ ( f J ! · I 
I' ,.1 ,t·~·rrr=r·l·,~~~~· 
i ! , ~ . ; r ; ; J ~ , ' I I . J t ' i ! ; = 

I t. • I !eri ; .. 1. 1r 
i ' I ! t ~ J • ~ I t ' 1 l ' f J 

0 

f" ~ ~ ~ 

i 11 
I ~ 

ITI .. .. 
0 

"' ~~ 
:r ,.. 
.. :0 

Ul ~,. 

c .. = e o ~ 
.. :0 .. 

!l "• ,. . z 
" 

~ i=~ 
II l'r 

• r _ 
~ 

I I -
Regraded Unclassified 



\ 
f'I:DIJIAL. RESilftVIr: BANK 

OP' NltW YORK 
I f / A 

~.,.,.,.,,... "' CORRESPONDENCE 

~eCQIIJ'IDllllriAI. nLU ... ....... ··-
SU&JICT: en - fMrYMP'!M 

-
cOYer, saU be n~ --.~a w nen•\Uib JUU• ..n•-.. u 11e 

oea.ft•••• -..14 a... - - tu.-. •..u ........ Uatlr 

~4 Uke -'IWII b.-er U.. to ... a t• ot Ule 1t.-la&len .-. 

I 
1 ~red u w Ule au. ot bla operaU.U ...._. _. ..,_._ 

replied \ba* th117 U4 b- u.a• t.bo .-. u a.al. (We laaYe daM 

leamo4 '"' t.b117 an o~W to ban b.- 1a the a.S,bllalllul et 

uo,ooo,ooo baaa.,) .. ., •• ,. tor •• 'fork, be e.U.W •• aMd 

~otal .,..,.n.4 w u ltT •• ron '**• 1a tlO,IN,OOO.) 

fbe 4••4 for pl4 1D J.Ge4ea, lolua N141 oeaU.o4 M be u wt .. , 

boUl .-en~pa •• ... 1 •• beial .-. ... , .u•• • ,...-.. n• I •• r. 
prJ.ae tor lol4 ban W ria• tria 141D •U"DI• Ul4 I .-•• h•'t 1 d 

the f1wt"' to 160 •nu.,.a _. 1 p-.ae lde 1D Ulo afta ••· ~ 

laUer f11ve wna wt U.t tal ,..,. ._ •• 4.UYU7 1a Lta«r • 

.. U7Mc~T• ..,_._ ""*u• w '"J1U•• t~~La "*•'· 

TWeQC 

Regraded Unclassified 



Th1e was prepared b7 the Secretarr, but 1t waa not 
neooeeary to g1ve 1t to the Pree14ent. 

Regraded Unclassified 



183 

OR.\F'1' 

Durin~ a d1scues1on on Ho'.lt.1ng ycatereny, you casually 

rnont1oned the fact that you were having d1t'f1oulty in bring-

ine; CCC crunps to th._ full enrollment. You further dro~pcd 

the renark that you ~!eht have to g~ outside or the relief 

tam111es tor future c~nd1~atee tor the CCC crun?& and eight 

t&ke boys from fRD111es whooe income did ~ot exceed !500 a 

year. 

It seerne to me 1t th1e ~r1nc1plc were sppl1e~ to tbo 

CCO boys, it would not be very long before we would be giving 

work to families troo the came clo.eo and the chancee of our 

roduotng the annual expond1turca for unemployment would so 

out tho window. 

I believe I am right 1n a ~ytng that the renson :;ou :~rc 

ha.v1ng d1ffio~ty ~n getting more CCC boys 1s because the~ 

ere finding employment and that ie, of course, what we want. 

If we extend this opportunity to boyo corn~.g from families 

who hove some tncome, I Just cannot sac any end to tbe road 

of deficits. 

Up to now, I have been entirely aot1of1ed with the fiscal 

picture end I can see a balanced budget oom1ng before we will 

have to reacrt to the ~r1ntins press, but once we begin to 

usa Federa l funds tor f amilies who are not in need I r ePllY 
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would become alarlled OYer the tutW"e ot t.he f1eoal tounda

t1on of yoW" Adn1n1etrat1on. 
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~~ay a, 1G.:56 

I called the Preal~ent at G:l5 this morning. 

I told him that Co~hran, ln our telephone conversation 
this morning, had aald that t.he market 1n Parle was nr-r 
nerToua; t.Mt Parker Willie had sent a cable over that we 
had entered into an agree~ent with England on stabilization· 
that Cochran bad asked what he should answer thea and I ' 
raoetiously said, 1 Say that he is Just another proreaaor.• 

The President eusgested putting someone on Parker 
W1111s 1 statements with the idea that someone ought to make 
a radio talk -- not he, the President , nor I -- and talk 
about m1s1ntormat1on by some Americans, dieloyalty ot some 
Americans, to their own Government; tha t one American sends 
intormatlon to Parle who Just in a snort space or a year baa 
made so many !alae statements tba t he bas eertous]J hurt the 
position or the country . 1 I thlnlt 1t would be interesting 
to do thie,• the Pr esident said. 

I then told the President that I bad asked the men in 
the Treasury to set up all or Parker Willis' statements to 
date . They will put these on one page and on another page 
prepare another etatement showing how incorrect hie state
menta have been. 

I also had the following to tell the President: I aaw 
Pat Harrison and he is going to want to aee you and wanta 
to change the whole bill. Before he eeea 7ou, however, I 
thlnk the Treasury boya and I ought to have a 'dress r enearaal 1 

with you. I said to Pat, 'I have not talked to the Pr .. ident 
about the bill sinc e you and I talked together and I do not 
want to change ~ position before you and I aee the President 
again.' I told him that because I was atraid that ir I 
talked too much about it, he might quote me. I also told 
the President or Pat Harrison's suggestion that in addition 
to the present tlat rate on corporate income, there be an 
added tlat tax on ud1atr1buted earninge . The r1gur .. Pat 
used were a ~ tlat tu: and a ~ au,pertax unleu more than 
.:5~ or the corporation earning• were withheld, 1n which oaae 
he would reca.:~end a grad1111ted au;pertax on the withheld earn
ings. 

I also said to the President, Pat Harrison also told 
me that Glrrord, or A.T. &T., had said that 1t this bill 
went throwth, he would pay no tu: aa against paying $.:50,000, 000 
now. PatTe suggesti on would make him pay something. I am 
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) 111nltin6 of brtna'"6 down a zaaUozaal aooountant., I told t.be 
Pree1dent, to anal.7u our f1guree 1n order to anewer ~. 
I aelted hia, 1Do you know Hague of Oolllllb1at Do :rou t.111nlt 
well of h1m7 1 and the Pree1dent. repl1edi 1 Xoi I do not. t.h1nk 
•ell of hill, I put h1• on t.Ae or1g1na St..u.renoe InY1e~1-
gator,y Board. He brought 1n a Yer,y w1eb¥-••eh7 report. and 
I f 1nall:r had to e•1na oyer the •a:r way. He d14 not. et.and up.• 
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Friday 
llay 8, 1936 

Strange as it aay seem I 'm in a very good humor . 

Good ! 

Because I think that I made a straight-forward answer 
to Ur . Jlay where everybody sort or wanted me t o kind 
of duck i t. 

I think you were a hundred percent right. 

Andl I gave - I mean I made a perfectly honest answer. 
Well, didn 1 t you feel that way? 

Yes , I felt exactly t hat way . In fact I said exactly 
tha t t hing at the table t his morning when I was reading 
it . 

And I think that if we do make a mistake that the people 
have far more confidence i n the Treasury if we say so . 

Absolutely I 

Yes 

I mean there ' s no patent on perfection any place. 

llo 

Even llr . 14ay1 s article I think in one or two places 
was 

Oh, yes, now - that leads me up t o What I want to ask 
you 1n confidence - I thought t hat I might want to 
bring down whoever the head of Erns t & Ernst is and let 
them look at our f i gures and then tell us whether our 
bases for our estimates are right or wrong. What would 
you think o f t hat? 

Wel l now, I don't know about t hat firm. 

Yes 

Let me t ell you, I mean I don ' t know about their recent 
standing. 

Yes 

I do know that 1n the pre-depression day 

Yes 
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- 1r. 1928 and 29 they were connected with a couple o! 
rather phony situations and got criticized for it . 
What their standing now is, it must 

Yes 

In other words if you're going t o do thi s you want to 
do this with somebody who ' s - who is 

The top of t he heap . 

Exactly . Wel l now, they ar&n •t . 

\'/ell , who is? 

Well now, of course Mr . May is. 

I lmow, but I 

But I me= I mean I 111 just start with that . 

Yes 

He is without any doubt recognized every plaee as the 
top man. 

Yes 

Now there are f our or five others, Rexford first -

Yes 

The trouble is that most of them have rather an English 
flavor to them. In other words , take for instance the 
people who do the have done the work for us in the 
companies for so long - the Lloyd Printer Gibbons and 
Company 

Yes 

They have an excellent reputation. 

Yes 

And yet there is nobody in that group, broad-~ man 

Yes 

- who could possibly 
that May is. 

stand up against the type of man 

Yes 
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Now Arthur Andersen and Company are another excellent 
firm. But I don't know 

\fl. c. 

Well , Earle, may I ask this? Has Ernst and Ernst possi
bly gone through a reorganization in the last two or 
three years? 

Well now that ' s - that I can find out . That's what 
I'll make my business to find out right away . 

And is possibly they ' ve got a new president. 

It may well be - that may well be that - I•ve 
really put them out of my mind seven years ago and 
haven't looked at them since just because of the - of 
the criticism at that tine which was well founded . 

Well 

On the other hand, you know, even the great firm of 
Price Water House 

Yes 

- advised on the Lord Kilphan balance sheet 

On the what? 

On the Lord Kilphan balance sheet in England . And the 
Parker of Price Water House wos indicted and tried over 
there. 

Who did they advise? 

Lord Kilphan, who was the shipping man who was sent to 
Jail. 

I know, Lord Kilphan? 

Yes 

And 1t was Price Ylater House advised them? 

The English Office of Price Water Bouse advised them . 

Yes 

I just point that out so as to show you t hat even God 
has specks on him You get my point? 

Yes, but this fellow isn't God . 
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(Laughter) No , but he som~tiaes thinks be is. It's 
rather his 

Yes, as a matter of fact , I could pull so=e of his testi
mony apart . 

Well, I thought you could too. 

But that 

But I don 't think it ' s productive . 

I t isn 't up to me. 

Yes, I quite agree with you. 

Now listen, Earle, if you've got a ha1! an hour would 
you aind phoning around ? 

I 1 ll get right to work on it and I'll spend the rest or 
the oorning on it. 

And then will you call me back? 

Yes, I 1ll - what I 1ll try to find out is first about 
Ernst and Ernst 

Yes 

Second , I'll see if - if I don ' t get a good answer 
there I will try to see if there isn' t some outs t anding 
accountant 1n one of the big firms whom I could heartily 
reco~end to you as an independent person . 

Tnat•s right. 

llow, I' ll go right at it . 

Now, t.bere is an advantage o r having a firm that is 
nationally know. 

llxactly . 

Now, the f irms that you mentioned mean nothing to me . 
I never heard of them . Now that 

Yes , I get you. Well,- Lybrand Ross and Montgomery is 
another nationally known firm . 

Yes - You see, to me Price Water Bouse and Ernst and 
Ernst - I•ve beard those names over and over again . 

Yes - well , now at the present tiae I don 1 t 
bear. I aean, they don ' t convey that to me. But 
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No, but I'm the ' man on the street •, you see? 

I get you. 

And I suppose - and now I don ' t want to- you, you, 
if you would, go to work on it and coll me back? 

I•ve got your problem, Henry, and I'll go right at it . 

Becaus e, here ' s the way I feel , os problem number one, 
- Are our estimates of revenue correct ? 

Right 

If we can satisf'y ourselves as to th.at that's fifty per
cent o r the question. 

Right 

Isn't that right? 

Yes, I think it is . 

That's fifty percent . The other- other problem, see-? 
which I may t alk to you l at er over the week-end. 

Right 

But if you could do this for me? 

Well, I' ve got - I ' ve got SOQ8 fUrther ideas on that 
and I ' d like to talk on t he telephone wi t h you over t he 
week-end about it. 

I will. 

Where are you goi ng t o be, Hen? 

Right here. 

Righto 

Rie;ht 

All right, you ' ll hear from me in an hour or two. 

Thank you. 

Goodbye . 
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Hello 

Hello, Henry 

Hello, Earle 

l"riday 
Uay 8 , 19.36 

Henry , I ' ve got the following things to suggest. 

Please 

I n the f irst place I •d like to make a very radical 
suggestion which I think would be excel lent policy 
and a good thing to do. 

¥es 

It's not an exclusive suggestion, it's part of a general 
suggestion so hear me through before you express a view. 

That ' s a ll r i ght. 

I would send for George May 

Yes 

and I would ask him to come nnd s i t down with .me. I ' d 
say to him that you-each of you had only one thing at 
hear t you felt sure and that was the soundness of what
ever measure went through and you wanted hi!!l to look at 
your figures and see - point out to you personally 
where they were wrong if they were wrong. 

Yes 

You want to !mow 'llhat the f acts were . I think, f'ro• 
the point of view of getting advice you' d be talking 
t o the best man in the country ;froo the point of view 
of spiking the enel!lies • gWl, you ' d make it almost 1!11-
possible for h1!!l to be an effective weapon from that 
time on agains t you. 

I see. 

How, that ' s a low point of view 

¥es 

But I see it combines several rather attractive features . 

Yes 
• 
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Now then, I wouldn ' t !Ce 
vne of the t•o following 
Niven 

llr . who? 

N-i-v-e-n 

ll-i - ? 

v-e-n 

rav .. n? 

111 ven of Touche 111 ven 

of Touche 

Niven 

Touche Niven, yes 

him alor•-. . I woul sk down 
person: , llr . Niven, or Toucl:e 

Now then, I don't know him personally, but two men whom 
I - of whom I have the highest regard and who work 
with accountants constantly, tell me that of the ac
countants 

Yes 

- in this country, that second to May 

Yes 

- he' s t he kind of a fellow who stands on his own feet, 
who would not be oveDWhelmed by l.!ay at all. 

~ ' : Yes 

E I 

F'ljr : 

E: 

IDIJr : 

B: 

~Jr : 

I mean, if he thought he was right the devi1 couldn' t 
keep him from saying so. 

Yea 

Now if you couldn't get 
reason or other sit in 
thing about politics or 

hi m or 1f he couldn' t for some 
of course I don' t know any-

No , I don't I don't care. 

Well , neither did I. 
di d want to say that. 

I knew you didn't , but I mean I 
I haven ' t had time 

Yes - is llr . Niven the head of the firm? 
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.'I ell, I thlru: Ur • Touche has c1 led. 

-Jr : Yes 

Mr. Niven 1$ the active leadir.g man. 
tlli jr: Yes 
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B: 

Now there ' s - th th S-t-a-u-b . e o er mun is a rellow named Staub, 

Yes 

Of Lybrand, Ross and Montgomery 

Of what? 

Lybrand 

Library? 

L-y-b-r-a-n-d 

Lybrand? 

Lybrand, Ross and Montgomery 

Ross? 

Yes 

Yes 

and llon tgQ!lery . 

Yes 

Now, both Touche Niven and Lybrand , Ross and liontgomery 
are A-1, very prominent firms. 

Yes 

Their names, to anybody who is a student of that school 
at all would stand Just aces high. 

Yes 

So either one of those fellows would be useful but it's 
only fair to say thot I couldn't find anybody who 1aid 
that George llay had any second in his field. 

Atl.y which? 
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B: 

Hlol jr: 

B: 

Hl.ljr: 

B: 

J:Dljr: 

B: 

HM jr: 

B: 

f!Ujr: 

B: 

!Cijr: 

B: 

ID! jr: 

B: 

Hlijr : 

B: 

I!Lijr: 

B: 

Any second 

Second? 

-4-

In other words George Kay is the first man in his field 
and he is t he second man in his field according to the 
public opinion. 

Yes 

Now this - here is the other suggestion that I have to 
make. There is a man named Frederic Mills , M-i- double 
1-s, professor at Columbia -

Yes 

- who has published over a period of the last three or 
four years 

Yes 

- studies on the sources of income i n the United States , 
from various points of view including the tax point or 
view, -

Yes 

- which are the best things of their kind that have ever 
been written. 

I see. 

And he probably knows more about the sources of the income 
in this country -

Yes 

than any other single individual. 

I see. 

And I think that that fellow 

Yes 
I don't knOW whether you could get him or not 

Yes 
h1 _ and he told me that a set 

But if you could get m 
of figures were right 
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ll jr: 

B: 

IDIJr: 

B: 

IDIJr: 

B: 

Hll jr: 

B: 

l!lljr: 

B: 

Hll jr: 

B: 

HMJr: 

a: 
IDi jr : 

B: 

Hlljr: 

B: 

!Dljr: 

B: 

Hl~jr: 

B: 

HUJr: 

B: 

Hlljr: 

-5-

Yes 

- fro~ the business point of view, because after all 
that's - you're just os much interested in that 

That's right . 

I would believe him. 

Yes 

I 1 d absolutely believe him. 

Yes 

Now that's about the story, Henry . 

Well that's very very helpful. 

I think my , - don ' t dismiss my May suggestion lightly. 

Pardon me? 

I say, don't dismiss my --

I - I don't want to sound Rooseveltian, but I did have 
it in mind. 

(Laughter) 

All right 

O. K. 

All r ight, sir 

A.ll right 

I know that Ulan well enough to know, -

Yes 

- that he ' d never take advantage of you. 

Yes 
I mean, be ' s that kind of a fellow . 

Well , that's nice, but I take advantage of so easy. 

I think you could take advantage of him. 

(Laughter) 
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B: 
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Right 

All right 

Al1 right, 1'11 be hearing from you over the weekend . 

Yes, that's right. 

Goodbye . 

Goodbye . 

* * * * 
HK jr: Get me the University of Chicago. 

Operator: A11 right. 
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IDIJr : 
B. M. 
Cochran : 

HW.Jr: 

C: 

IDijr: 

C: 

HI.IJr : 

C: 

Bloljr: 

C: 

IDIJr: 

C: 

HJ.Ijr: 

C: 

BliJr: 

C: 

IDIJr : 

C: 

BliJr : 

C: 

HliJr: 

C: 

l{)(jr: 

(. C: 

Friday 
llay 8, 1936 

Here you are 

Hello 

Hello - hello, Mr . llorgenthau 

Good morning - hello, Cochran 

Mr . llorgenthau? 

Yes 

Do you hear me? 

I hear you. 

You can hear me? 

Yes 

The market is a little nervous today -

Yes 

The turnover is not nearly so large as yesterday. 

Yes 

At t wo forty-five this afternoon Guaranty had done 
three and one half mil~..lon dollars . 

Yes 

187 

The Control is in at seventy-five point s ixty-two 
having with a little ~ore busi ness done over London -

Yes 

tor New York. 

Yes 

But still today it ' s not nearlY so nervous ss yesterday. 

Yes 

The market seems rather bare of francs. 

Bare ot francs? 

!hat ' s right . And the big French banks have stepped 
out or th"e forward urkets . 
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C: 

H!iJr: 

C: 

Hlljr: 

C: 

Hlljr: 

C: 

'lJr: 

C: 

Hlljr: 

C: 

Hlljr : 

C: 

( 
IDijr: 

-2-

Yes 

So that's the situation a little bit. 

Well now, would you say that there was - that it's 
better or worse? 

I t looks better today. 

:Retter today? 

Yes 

Better today? 

Beg pardon? 

Is the situation better or worse today? 

It 1 s better today . 

Better today? 

Yes - The stock market opened rather badly with the 
Bank of France shares down and the down. 

Yes 

Improving since the opening -

I see . 

The situation is not good yet . 

Yes 

But still it is better than yesterday. 

Yes 

Considerably better. 

All right , now your cables are very helpful. 

I departed 

Yes 

that visit yesterday morning . 

I was out there at eight- thirty . 

Is that r i ght? Now 1 Cochran -

188 
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HliJr: 
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HMjr : 

C: 

Hlljr : 
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!Dljr: 

c: 
HI.!Jr : 

C: 

H!ljr: 

C: 

liliJr: 

C: 

HMJr: 

C: 

HIIJr: 

C: 

IIMJr: 

C: 

IDIJr : 
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Yes 

You needn't s~~d any more cables across the Channel. 

lo? 

No - you can stop that. 

Beg pardon? 

18~ 

Stop sending any more copies of your cable across the 
Channel. 

I see. 

Do you know what I mean? 

Yes 

I mean I make it specific, you needn't send anymore to 
Butterworth. 

Beg pardon? 

You needn't send copies of your cables to Butterworth. 

I understand. 

You haven't gotten any more from him, have you? 

No, I haven't for a while. 

No, well then you stop sending him cables. 

I see. 

Yes 

And - did you hear about the Pnker ll'illls article 1n 
the WAgence Economique" this morning? 

No 

I wired it to you 1n its entirety. 

What does what does my friend Parker say this morning? 

Be said that it was generally adlllitted that an importB!It 
agreement had been concluded between the British and 
Aaerican authorities - which is due to the present 
relation of dollar and pound . 

Wait a atnute, say it aaain. 
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ID!Jr: 

C: 

l!ll jr: 
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C: 

Hll jr: 

C: 

Hlljr : 

C: 

lllljr: 

C: 
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Really due 

I say, start fro~ the becinning . 

Yes - I'll read it verbatim. 

Is it very long? 

No 

All right 

190 

•It is generally admitted that an important 
agreement has been concluded between British and 
American authorities ~lich is due to maintaining the 
present ratio of dollar and pound 1n face of monetary 
dangers in Europe.• 

Yes 

1Vfuen Ur. Yorgenthau as t~ 
whether its ratio would percit that any stabilization 
bond could forego 1n New York against the dollar sale 
or eventual export, declared that he did not wish to 
discuss it . This answer has been interpreted as con
firming actual conclusion of an Anglo-American Agreement. 
According to other information straight fro~ unofficial 
sources the agreement has already entered into effect .• 

Yes 

•It appeared that the rate for conversion of pound into 
dollar of about the present level with allowances 
DUlde for the ratio periodically 
within the limit of terms outlined by British monetary 
author! ty. 1 

Yes 

'The of the American authorities has been 
attributed by this act as its arrangement 

conclusion of a stabilization agree-
ment with Great Britain. And yet only a few months 
ago the creation of such a state of affairs was de
clared improbable by both parties. 

Yes 
high officials of the 

Treasury some irritation 
at the Treasury 1n the matter of 

monetary policy operates on a twenty- four hour basis. 
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I think this has attracted quite u bit of attention 
over here . 

What • s that? 

This h&s attr&cted considerable attention . 

Well , your comme1t can be that he's just another pro
fessor. 

(Laughter) Well, I won't mako any, but I want you to 
have the full text 

All right - ju~t another professor 

I see our friend tomorrow 

Yes 

And they meet on Sunday and Yonday. 

Who does? 

The Bank meets - the B. I . S. 

Oh, yes. 

So I 111 be back Tuesday morning. 

All right . 

And Tannery is going also . 

Yes 

And so we expect nothing - no turnover of any k.1nd here 
this week. 

I see. 

A~tbougb the Left is urging Sarraut to get out and make 
way for Blum. 

Yes 

But if the situation doesn ' t get any worse why that's 
unlikely. 

Yes. All right , thank you. Good 

I'll wire you Tuesday and I'll have mw assistant Wire 
you probably Monday . 
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[Yjr: All right -

C: Goodbye 

Pllj r : Thank you • 

• 
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May 8. 1938 193 

Meetinc beld in Secretary Morgenthau •s office at 10:30 vn Hvusing 

Present& Secretary Mortenthau, 
Jesse Jones 
James B. Alley, General Counsel RFC 
llr. Bell 
llr. Opper 

Mr. Jones: Read off items one and two. 

Mr. Jones: No , 3 provides the right to borrow from 
the RFC 100 lli.llion without security. 

llr. Jones : No. 4 - Right to issue notes guaranteed by 
the government for the next three years. 

Mr. Jones read on and after he bad read the sentence, 
"the grants may be in the form of annual subsidies" be said, 
"that may be any direct grant.• 

Mr. llorgenthau: Rave you some idem about it . 

llr. Jones: Have a good many ideasabout it but it is 
hard to take the hill end show what it will do . 

Mr. llorgenthau: Let's take it from the money standpoint . 
He said between 8 and 9 million. 

Mr. Bell: What i s th: t for? 

Mr. Jones: I don't know. 

Mr. Korgenthau: He had a direct appropriation of 
51 million. 

Mr. Bell: That is right. 

Mr. Jones: I have not been able to find out from 
Colonel Hackett or Cla~ or get an estimate of What they thou,ht 
they could spend or should spend within a fiscal year but that 
9 aillion was really to pay that extra rent - the subsidy. 
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Wr . Bell: The money made available for the grant 
ove1• and above --

Mr . Jones : Yes - instead of giving them 45% we will 
l et them pay their rent . 

Mr. Opper : It was to ~ive them everything over $6 . 00 
rent for 45% of the balance - 45~ of the $6. 00. 

Mr . Yorgenthau : You mean 45~ of the $6.00? 

194 

Mr. Opper: Th~t's right . I got that through Oliphant. 

Mr . Worgenthau: Let's say the building costs 1 million. 
As I understand it the ~en York Housing Authority bu11ds a build
ing for l million and I understood it that $5501 000 is raised 
i n the St ate of liew York and that $4501 000 will be loaned by the 
federal government and then the fellows pay less so the rooms are 
worth $10.00. The tenant pays $6.00 and the federal government 
pays $4 . 00 - is that wrong? Is that the way it is 1n the bill? 

Yr . Opper: In the bill it is differ ent again . Regardless 
of what the cost of the project is as compared to the rentals they 
can get they can grant up to 45~ of the total cost. 

Mr . Morgenthau : Is it true that we can only lend money 
to the State Housing Authority] 

Mr. Opper : You can lend it to a Uortgage Dividend Company 
under the bill . 

Wr . l.lor genthE.u: Well don 't they raise any money? 

Mr . Jones : No requirement s on this bill . 

Mr. Opper : Can I give you the pattern of the present 
bill. The Housing Authority, under the Wagner Bill, can grant 
45% of the total cost regardless of how much is received in rent . 
They give them 45% and never get it back and they can rent all of 
the rest . In the case of a Limited Dividend Company they can' t 
make any gr ant but can lend up to 85% of the cost . The rent stuff 
was injected for the first time in the new proposal - not in the 
bill. 

Mr. ~rgenthau: Isn't that in the bill? 

Mr . Opper: That is w1 th respect to the amount of 110ney 
that tbe government will gi ve. 
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Kr. hlley: This grant lilly be 1n '1 lump sum or 
may be in fixed contributions over a period of 60 years . 

Yr . Opper: You start out with a grant - you c~~ 
either give 45~ in a lump sum or capitalize it on an annuity 
basis and pay off l/60th each year but total amount is only 6~. 

Mr. Morgenthau: My father made money out of real 
estate and so did Jesse . 

Mr . Jones: Yes I made money and lost too. 

Kr . l!orgenthau: Give them the $450, 000 and get 
through w1 tb it . 

llr. Jones: That's all right, Henry, except you 
don't get ---

llr . Morgenthau: I know but it you give them that 
then you are through because at the end of the 50th year 
v1e would have to build. 

Mr . Jones : You are never going to get through as 
long as you have Congress . If you give them 45 this year 
you will have to give them part of the 55 next year . I want 
to explain this . I f that room ought to rent for $10. in order 
to pay 85~ on the 1nve§tment and a fellow can't pay t his we 
have to give him this ,4. 00 some way. You will give him the 
450 but the only gr ant to pay is rent . You don't do both - you 
do one or the other. 

Bell : Section 9 provides for a grant . 

Mr. YOrgenthau: Let ' s think out loud for a momement. 
Up to nolf we have taken the position, unless somet hing happened 
l ast night, that anything that is not 1n the budget is out. 

Ur . Jones : This is not in the budget - is it no part 
of it? 

Mr. Bell : No part of it. 

Kr . Morgenthau: Now what will i t do then? That seems 
to be in the President ' s mind that you have to have some grant. 
I think he said they are asking for 51 million but they are not 
going to spend it but bell it shows up. I t you give them 51 
they spend 52. 
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Mr . Jones: But Wagner - I think you have to find 
some way to give him some gr~nt for the first year • 

. ur. Morgenthau: I have a radical suggestion to make . 
Everybody admits that the housing that Ickes has done is 
nothing but slum clearance - is that right Jesse? 

Mr . Jones : That is right . 

Llr . ltorgenthau : The suggestion I rill make i s that 
if I take this bill I would have to t ake anything Ickes has 
planted in his low cost housing organization - so many millions 
of dollars. 

ur . Bell: I don 1 t know how much - 170 or 140 lllillion -
some is obligated and some apent but very little has been spent. 

Mr . Morgenthau: Why don't we say to this orgar.ization -
stop this building of low cost housing . Low cost housing does 
compete with private capital and let's do what we all talked 
about - make Ickes' or ganization into a real slum clearance 
organization and change the rules and regulations so that it 
is really a slum clearance organization . 

ltr. Jones : At first blush that sounds good. That 
would get over your immediate grants but you have a good many 
hurdles to go over with Wagner. I think you can get your first 
money out of this business here - this 140 million rut I think 
you would have a bard time to satisfy Wagner with just that . 

1o1r . Bell : What chance has this bill - you only have 
a month of Congress left . 

Mr. Morgenthau: I am not going to say you don ' t need 
slum clearance but I am going to say the money is there. 

1o1r . Jones : I have been talldng along that line w1 th 
Hackett . You go to Atlanta and build a nice building . Con
gress is thinking about slums of New York, Pittsburgh, Chicago. 
You don ' t need it in St . Louis, Dulles, etc . 

ltr . Jones : I am not going to get into an argument but 
how much has Ickes got left? Could you give us some i dea as 
to how much of this 140 is available and so on and then I 
will work out a program and come back here Uonday or Tuesday. 

11r. Morgentbau : Are we thinking alike? 

Mr . Jones : Yes absolutely. 
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lir. Bell : It is the same old story you will run up 
against - only 30 or 40 million actu~ly obli gated . It i s all 
committ ed and they may h3Ve gone out and let contr acts for the 
foundation . We will say they have not let contracts for the 
foundat i on so to t hat extent the money is commit t ed but i t 1s 
not actually obligated. 

J.1r . Mor gent hau: What 1s the total sum he bas f or low 
cost housing? 

Mr . Bell : He had a little over 100 milli on. 

lir . llorgenthau: Opper was 1n this low cost housing 
in New York - he knows all about it. 

Note: Vlbile Mr. lbrgenthau was telling Kr . Jones that 
Opper knew all about this low cost housing, Bell was checking his 
book for the total sum which Ickes had for l ow cost housing . 

Mr. Bell : 101 million allocated out of the 4 billi on 8 
by the President for housing . 27 million of that 1s obligated 
and 13 million 800 thousand has been spent . 

Mr . ldorgenthau : Yes but Dan back of that was the old 
3 billion 3 . 

Mr . Alley: What date is that? 

Mr . Bell: April 20th. 

l.lr. Jones : I think we can check this thing and work 
out a plan and I will get 1t back here . There is no hurry a~ 
Wagner left for New York and won ' t be back until after Monday 
or Tuesday. 
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L!B.Y 9 , 10:56 

MellO tro• Irey, attaching rept'rt. from Special Agent in 
Char
1 

a
0

e
1
Butord, advising of disposition of rive cases in 

ew r eans, 

Lla.v 10 

Memo f r om Irey reporting turtber on diBposition ot New 
Orleans casee. 

l4a,y 20 

Memo trca Irey and attached report from Burford. Irey 
says Jackson trying to arrange conference to d i scuss tbe 
handl1n& of New Orleans cases. 

lla;r 22 

2oo 

RK,Jr. called Bob Jackson to raise questi on with h1111 of
ficially, as to whether or not. Vi osca was tit to try'the 
New Orleans oases . 

J.!a,y 23 

HM,Jr. spoke to Attorney General about. Vioaoa and i nquired 
of him if he was not disturbed. Attorney General said 
no; nothing to get really disturbed about . 

June l 

RK,Jr. spoke to t he President ; told h1m V1osoa's name 
was going to be recommended tor 01Strict Attorn.- ot New 
Orleans and that under no circumstsncee should hls Dallle 
be sent up tor contircation • 

• rn!' t 10 

Lotter pre;n .. red by G~~to1. to Edi 'U, 
contr .... d1cti-t;. i ... f J:r-:.:l .. t : w .. co .. t. 1 ( ' 
()f • Ub u:.. t e . 

~ Her-1~-Trl~ .c 
the i ::- edi tod 1 

. t 1"111cn l'•ith •-tty . G, l. , !' ,Jr. S!Aid he tnought it 
would be mutuc.lly a.dvunt ... geo JS to ll;lve Bob Jackson 
try the Louisiu:t. t<..x c:..ses . J<.ci!:soa 1 s secret;.ry su1d 
be did LOt wur.t to, b t 1-~int;s trill ;>er~o-lly j;E't ih 
touch with ~. ..tty . Gent . t.dv1sed :.t;uinst se1.ding 
letter to ,,y Her .. ld Trib.U:tl s .. y1.~ Tre .. sary w-.. s in the 
clear. · 
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..., II, 111\'541, 

Attaobet 1e a oa..untoetioa troa 8pao1el ACID' 
iD (lbarp ~01'4 d ... Ol'lMAo, 1D Whioll bo ante .. 
tbet oa *' ltb II1I4J O'~J~~Tar, Oeorc• O'D117er u4 o • .&.. 
K.,q appMNd 1D oourt botore 1uqa l!lltu J , JOe tor, 
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ODtared pl ... ot SR11ty to ell oowato 1D tbo 1D01o~ 
-t• ... 1Dot thea. 'ftwT nro t1De4, reopooUnlJ, 
t4BOO, PIIOO U14 tu<lO Ul4 were roqu1H4 t o par the 
texoe end .-.1 U aa ollerpO to be duo. 'lila t ote! ot 
tb ... tu .. Ul4 ~u ..... teo,.al.oo, ldliob, to
ptber wUb tba J9l!OO 1D t iD .. , .... a t otel ot 
t9• , eo1. oo. 

Lad naAiD& I rooe1n4 a h 1ocna troa wr. au.rtor4 
a4'fia1DC tbat yao~ aft.._ IIUuM brpr UIO 
llarka brpr appearo4 bataro 1114p rooter, ploe4 p1lty 
aD4 ftH t1DII4 tJ, ,OOO MOb. 'l!lq , lilcowteo, were re
quired to par tbalr tax•• Ul4 panaltloo wbiob totele4 
$20,l580.oo. 

'l'lloro ••, conooqu.,tlJ, roco1Te4 trca tbo ti,.. 
4atondento 1D taxee, pcaltl"" Ul4 tinoo a totel ot 
$118,880. 

ot tba ·- oa ......... 41epoee4 ot 1D . .. 01'1 ...... 
em• (1oeopb Tlabar) roauUII4 1D oomot1o11 Ul4 _.., .. 
to ailb"- -tlaa ill tba l'tiD1tOJIUUT; tift (tbCM 
.,.._rate4 o'boYa) reeultecl 111 , 1 ... ot SRiltT; Ul4 
ono (AN SMolin ) ..-ltecl 1D u aoqutttel , or • t ote! 
ot e l.x oaaoe - CIQt ot ....,. 41epooe4 o t. 

'lllero aro J h1JII 111 tbie eu1M ot oa- 1D41o~ 
.. ,.to aplJIOt 1011apb ..,.U (rooop1M4 ao aa aDU-IQnc 
11a11); 1111•• nuv (a ..ur ot Oo atot• x..ctalatura oe4 
a ralati.e ot 1ooapb TlabG', al.JoMOT ooD'fiotecl); 8.,._r 
llaioo, lliolc r.naaMn, 'ltl• &arW1& 11000 lUur&JIM .&&eCT • 
whiob 1o a -••tno:r ob.ar£e tno1'f1DC 1011apb M:r••• 
S~ laho ud llilco ..,..; tbo LGU1•1- ~JlUTJ c~ • 
wbiob h a -•PlnCT ollu'p 1D't'ol'r1BI R. I • llloOD, 
~ .. 1 .. , c. n. 11alloU 0114 •· a. auut1 .,.. t» 
111ooloo1pt1 Tallq ca .. wrr, atn to a oo..,ln8:r tnftl'fiq 
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TREASURY DEPARTMENT 

INTERNAL REVENUE SERVICE 

!law OrlMDa' Lout.1aoa ' J.lay 6, 1936 • 

.JI-10513-r 
SI-101114-1 
Sl-10397-J" 

Por.on&l and Cont1clen tt&l. 

Chiat, Intelligence Ul11 t, 
Bureau or Internal Rnen1101, 

lluhl.ngtOD, D. C. 

Dear Mr. Iray: In ra: Ru~ O'Deyer, 
'letr p 0 • !loryer, 
C • .A. Kenney. 

"" rela tlld to )!r. Woolt by telephone, the three above
nQled partie a appeared in court and entered ploaa of guilty 
to all aoounta in tho iodiotmen te and were tined as rollo•a: 

c. A. Kmney 
nucl.y o•Deyar 
Geor~ O'Dwyer 

• lliOO 
41100 
31100 

I wu addaecl. by tJni ted Stet .. Attorney V1osca y .. ter
cl.ay afternoon. l!ay 5th, and alltad to treat the aeme in ccoti
cl.anca, wbich I did, that he had been ad'tiead by ludp nutua 
11:. Poe ter, ael11or lll!lllber ot the lith CirouH Court or .lppeela, 
that he had been approached u to receirlna plau o! guilty 
traa the gacblors. 'lbie aornin&, Juat prior to teo thirty, 
I waa in cazmunication with Mr. vtoaoa oc another •tter, 
and ha adrtsod ao that J'udp roater had juat sent tor hi& Mid 
aaked that I come over. Upon 1J!!1 arrival, the J'ud&e had juat 
taken the bench, and tomor !Jni ted Jtetea Attorney !$Rend &. 
Talbot, who is now ocoupying the position ot Reter ee in Bank
ruptoy, and his brother, Harry Talbot, counsel tor the abO'te
l!lllntioned parties, •de the etat .. ant that they whhad to 
w1 thdraw their toraer plea. or not guilty and eo tar pleea 
or guilty to the raapaotin 1n41o'tmnta. 

- 1 -
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~I-10513-~; BI-1051,-P; 
SI-10397-r 

'!."be llhl t.ed States Attorney uked the court H he ieelred 
to bear eYidenca fr .. Ule &gents ll8 to the facta, and lla at.eted 
that be cUd not care to bear such n1danca el ther rna the 
gents or the U111te4 States .Lttorney, and that the lndlctl:.lente 

spoke for thallselna. lie then aatd to cou.nael the. t he pre
ferred not to consider eentence untl\ be knee what diapoaltlon 
they proposed to lll&lte or the •unpaid taxa a• ( thla wae hie 
exact lallg\14 ;e) reterred to in the lncUctooeata. He made other 
references to the charges a a teilura to polY their taxes. 

'l."ba Court•a attention we.s tban called by tbe Oni t.ed 
3tatea Attorney to the fact that in adll. t1on to the taxea 
where fraud wae alleged, a ch1.1 enalon peDalty of 50~ waa 
applicable. ':be Court then atated t.ll&t that asount sbo.ll.d be 
a1ded to the tax aa allown in the 1nd1c-nt, and thst \bose 
8UliiS sho.lld l>e placed with the clark or !lie court tor t.ll6 

.. ccou.nt ot the Collector of llltern.al R1nnue 1n the form or 
certified cbeclta, and that It auch waa done be had In mind 
the imposition of tinea. 'lhe court na then adlourned tor a 
few minut.ea to ~~ortord the defendnnte an opportu.nity to carry 
out the J"Udge • a expreeaed wisbeo. tilleD tbla was done, be 
Lopossd the aantancee above relat-ed and oCIIDitted tb.e defend
ants to the custody ~ the 14aroha.l pan41ng t.be pe.,.,...nte ot 
lJUI tinea, which ware ~cUately aoo.-pl1aheA. 

It baa bean tba practice on occaaiona, ao I ..,. in
formed, tor 1udp Foater to hear plaaa or IPlUty dur1D& !be 
absence or J"Udp Borah, who Ia at preaant away on !:is wedcUD& 
t rip, and 1 Nil lnfo:med that a day or we prior to 1udse 
uorah•a departure, at a conference between the UDi ted Statea 
Attorne'Y ;rudge Bonh and J"udga roster, J"udga Foster bad 
stated that b w,uld take care or pla111 during Judge Borah' a 

absence . 

It waa obaaned by one ot our aa:ploy881 on lfay 4th tbat 
.Lttorney Talbot waa In contareace with 1udY8 foater, and we 
uao knoor that 1udge Rober~ 81-rarda, 1ud&e or t.he 24th Ndiclal 
;>istrict or the State of Louisiana, waa in ccaterence nth 
Judge :roater prior to the enterlns ot the pleao• 1udge Binrde 
waa referred to bY others under !n-ruUp.tion aaaetl• aso aa 
havin adTiaed tb• to file -nded returna wbla the lln'utl
gatic!a ware inatl tuted. Iiia cUetrlc t Include a 1etrereca Pariah, 
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where the O'lllryera operate their fill'llbl1nt lnatitutl..,.. ud 
he le lal01111 to be OD good teru w11.h \ham. trporo lou~ 
the Court, attar .. ntaroce •• 1.apose4, he .. ,..4 his hand to 
.Judge Foster , wllo was \hero on the bene~, and ••ry atrably 
said "sood bye• • 

.TW1se roator ate ted iro oCIUlaOtl QD. w1 th the certltied 
checks •hi ch were plaoed with the Glerk or the court t.h.o:t 
it waa to be understood that the p&)'!!lftnt o: thta amount or 
mouy was not to prejudice the taxpayer •• rl"' ta to aecure 
an abatosarot, or retwld, or the taxu, or tho C:Ovarromerot'e 
right to aaoart ad41 tlooal taxea, lrotareat aJld pe!laltlee, 
lA approprlato Ob1l actions . '!'hie, of CCUrH, Wall IIOSt 
unusual , arod I aU&;uted to 1be .ualatarot tln1 wd 3tetu 
.Utornaya hudlh& the aatter (the Unltad States J.tternay 
hed to laue to taka ca.re o! prheta litiptlou ill the 3tata 
Courts ) that 1t might be wall tc dlacuaa that proYielon 
w1 th the Oo.u-t 11a 1 t was not mkiDS a olaao cut Iowa o~ tile 
payment ot the to.xoa and was likely to be tile basis :or 
unnecessary Givll l1t1gat1cn, but en Yhw or the CourVa 
stated a ttl tude, tbey were not inclined to make uy lllllntion 
or 1 t to him, Md did not do ao . .Ia ohted that Judf!:IDent 
should be prepU'ed aceordlnslr, and there are a ttact•d hereto 
copies of the receipts siven to tbe 4atendanU in eXClla!l£'1 
tor these payunta, whic!l illocrpore.ta that pr071alon, 10 :ar 
as the defend a nh an corocernod . 

Persoually, ud witllout inalrouatlana \o anyo::e, I haY8 
the private opinion that the action w011ch took p!.ace to!~~;~ 
wa.a in the aakinc. aCJ:IetiJOe ago· 

"B lln lntereat ing ai d& li,t, IJerAIAn II · llelltsOh, B 

reaturo wr1 tar tor the •Item-Tribuna• , told • that durin& 
the adjoUX'lllUnt while the Court ,. •• awaiUn& the return ot 
1J:e detero4aots, wi tb their eert1t1ad ot.eou, i:aliDIIY a;proocbad 
b1Ja with a ,.:;o bill io his hen<1 end aU•11td to gat Deatacb 
to aocept 1 t aa a rae tor not p'fill(l Ill• a bad write up. 'nih 
made Deutaoh ••r:r turloua, but he uu4.,. to treat U;a utur 

ln strict confidence. 

It 1a not lalowll whether othar datenduh will appear 
and eroter plaao baton Iudsa Borah • • return, but you will ta 

kept ad'fi••d pr~tly ot aroy de•elopmont 
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2' O'DWYERS GUILTY. FINED 
Hold Hunter for Harbo · 
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P., F ..U lAYiea Demanded 
by U. S., Plua 50 Per 

Cent Penalty 

'T1MN .... lfP(rtt ., 
_.ent tarro... .... t a.. 
aull<T"" .. Ill ... 

Wbq .. ett•r of a ,._ e1 
w-u ..._ •1 Mr. 'l'alht • 
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fJI't.W .-tiltH MttU u• J Will 
po-~·· 
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_....,_ .... ..... 
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aton Rouge Bridge. 
-.,..,.-.., 

'Dwyers, Kenney Pleatl Guilty; Fined 
-

' 
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Gamblersj 
Freed lu 
Tax Fraud 
Three Pay U. S. 

On Ev~decl 
Levv 

Cou..f'\MT A Ktni'WJ. optn,tot Clf 
Arabi d~;~b ln 8t Bf'matd ,.,. 

Rudy ond <lf«v 0 ,.,.,., 
Ortctnal &xl\tlpon Inn. an 

~Mk.... Nf'W Qrt,nN J&m.bltn 
f'llhJ twtcn ~~ J~ 

E ,..~'"' ~.,. ~ to per 
\htlr dtllnQ~nt ln· 

taxtoa pl\14 all P"N llltll- and 
uaurfll of no .I*IJ .n\knoei 

COUTl 
wa. th• 11 "'' to DAY oft 

h.b to tht iiO\fmn\tnl and 
•tood bttore ttl(! bench u·ahlna 
t,(lftteo~e 

.. We don't •auu to 1)\l t thU on a 
r~rtMUAAf' bll.'lb, Mr K t nne)•," uld 
J1Kiu f'oe~er. a l'Aintlt In hl.a ey,, 

C:U&II 11.!100 w11J be fOOUih 
the rw" 

O'OW)tr •ho nta~ pn 
·~ ctrllflf'd th«lr: lO the 

r«thtd a tLnt or .:. aoo R11 
Rucf1, fOrUo-&td. and na ..... 

tbt' hll• Wflf' peld, and 1M 
••"-f'4 out of tOW1. tr« ot ..,., 

FMkr lfMn f1fou 
- .. tbrtt pm'ok1a 'ftl'e rtPJ'f'o 

tJJ J;dmond E n1bot.. ,..r~ 
...k.rVpCC'Y and tonnn- U. a. A\
~ .IUOC"' l"''ltf'f nta,.. LM 

~ .n lht a.bfomct 01 llUU'X:I 
r Wa}"Dt 0 Dorah • ho \1 

on hll hOiltymoon 
n W pJeu had btt'n t:l1tert4. 
For.tt"r a.~~ ld 

n1elooC' cun tould ha\'e betn 
r 1nm~ t\'fn after 111.n tndlev 
' I do not bellft~e tn Jail .rn• 

In tu tallt!l 11t1heN~ the 
IOUIIIIl by lM iO\'I'I'nmtnt. 

tualh· paid to the conecter. 
A t.11rh n rou.rl'll Out 
Thlbot tht'n IRI'IOURtif:d IbM. 
~nt.l tAt:re rr:e4)' to tum CWC"r 
... e:httlu 1.0 LM rtcilit.rt ot 

;..JUrt. for lht tun owtd p:us 
to>-nalt.lf-1. potnur., out. at tl\e 

II!JI# that txh dtffndant. WU 
f'ld to <rcdJt tor tuma paid $0 
C'Oottl!llt:U) O<t "UT ,.AN• 

' ~ . 

Gamhlcr:.Go To Court; Walk Out ~-.'len 

candid camera ahou: when .JUdie Ruful £.. 
FoSter fined Courtney Kenney. Rudy 0'0\\·ytr, 
and OtOrge O'Dwyer. alttr the Iauer had 
pleaded gullt.y to cha.rat• of tncome tu 
exa.ston. Abovt at \.he ldt, COURTNC\~ K£.....,~ 
NEY. 6tan0inr btSlde h.LI au.omf1. E:DMON'D 
TALBOT. btfore Judtt' Foatu, u he turntd 

• 

O\'tr a ctr\Hltd check for plu& ~ 
Sl500 tine. AL \.he r1gtu, OEORO& 0'0\.\'Ye.R. 
surrounde<l b)' attorners. u h• Jtood bttore 
the bar. Brio•·. l!fL to tl1ht OEOROe 
O'DWYER. JUDO& ROBERT RlVAROr:. of tM 
JeUtrtOn dllttkt.. and RVDY Ol>WYI:R 
It'll tht Fedtn.l buUdlnt 
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