TAX-EXEMPT FOUNDATIONS

WEDNESDAY, NOVEMBER 19, 1052

House or REPRESENTATIVES, SELECT
Commrrree To InvesTiGATE Tax-ExEMer
Fouxnpations AND CoMPARARLE ORGANIZATIONS
Washington, D. C.

The select committee met, pursuant to recess, at 10:05 a. m., in
room 1301, New House Office Building, Hon. Brooks Hays presiding.

Present: Representatives Cox (chairman), Hays (presiding), For-
and, Simpson of Pennsylvania, and Goodwin.

Also present: Harold M. f(eele, counsel to the committee.

Mr. Hays. The committee will come to order.

Mr. Keele, will you call your witness, please.

Mr. Keere. Mr. Sugarman, will you take the witness chair, please.

Mr. Hays. Mr. Sugarman, we are glad to have you as a witness, sir.
Mr. Keele will interrogate you.

STATEMENT OF NORMAN A. SUGARMAN, ASSISTANT
COMMISSIONER OF INTERNAL REVENUE

Mr. Keere. Mr. Sugarman, will you identify yourself for the rec-
ord, please.

Mr. SvearmMan. Norman A Sugarman, Assistant Commissioner,
Bureau of Internal Revenue.

Mr. Keere. Mr. Sugarman, will you please state for the informa-
tion of the committee the existing tax laws and tax procedures rela-
tive to tax-exempt organizations. =

Mr. Svecarman. Mr. Keele, I will be glad to do that. I have a
statement which, with the permission of the committee, I would like
to read at this time.

Mr. Havs. You may proceed.

Mr. Keere. We may have some questions to ask you later. I think,
if you prefer to read your statement, that may be gone, in accordance
with the chairman’s ruling.

Mr. SuearmaN. I woulg like to read the statement. I hope it will
a&?wer your questions, and I shall be glad to answer any that you may
ask.

Mr. KeeLe. We will try to withhold our questions, Mr. Sugarman,
until you have finished your statement.

Mr. Svearman. Mr. Chairman and members of the committee, I
am appearing today in response. to the request of your committee for
a representative of the Bureau of Internal Revenue to testify before
the committee as to the existing tax laws and regulations relative to
tax-exempt organizations. Since the first part of September, officials
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of the Bureau have met frequently with staff members of your com-
mittee for the purpose of giving such information and other assistance
as may be provided under the present laws and regulations governing
the atznimstmtion of the Federal tax statutes.

The Bureau of Internal Revenue is charged with the responsibility
of seeing that the taxes levied by the Congress are paid. There are
about 80 different kinds of Federal internal revenue taxes imposed by
law. For each of these taxes we must draw up the rules and issue in-
terpretations to assist taxpayers in complying with the law.

t is equally our responsibility to draw up the rules and apply the
law fairly under the provisions of the law imposing tax as well as
under the provisions providing for exemption from tax. Qur ap-

roach in both instances is the same: To interpret the tax laws fair-
y and evenly, to render every possible assistance to individuals and
organizations in determining their rights and liabilities, and to pro-
vide effective enforcement, through the manpower available to us, in
those instances where the law is not being properly adhered to.

In fulfilling its obligation to the American people, the Bureau of
Internal Revenue acts as a service agency rather than as a regulatory
agency. We are not unmindful of the tremendous economic impact
o? taxes in shaping business and other transactions, but the business
or economic decisions made are those of the private citizen or of other
organizations and not those of the Bureau of Internal Revenue. Our
job is to determine the tax consequences of the decisions and actions
of others.

With your permission I would now like to describe the role of the
Bureau of Internal Revenue in administering the tax laws as they
relate to organizations with which this committee is concerned.

The revenue laws contain numerous provisions relating to and af-
fecting the exemption of many kinds of organizations from Federal
taxes.

I have attached to my statement, which I shall be glad to submit for
the record of this committee, the text of the many statutory pro-
visions that are involved under the revenue laws.

The compilation of these revenue provisions shows the volume and
scope of the statutes om this subject administered by the Bureau of
Internal Revenue. However, since the provisions of law relating
to exemption of organizations from the income tax are the most im-
portant, I shall confine my remarks principally to that subject.

In the interest of clarification it may be said that the statutory pic-
ture is generally as follows:

The granting of exemption to certain organizations;

The allowance of related tax benefits in the form of deductions for
contributions;

Limitations imposed on exemption and related tax benefits; and

Filing and publicity requirements.

The principal provisions of the present law governing exemption
from tax of organizations, including foundations, are found in section
101 of the Internal Revenue Code (title 26 of the United States Code).
This section exempts from the income tax 18 types of organizitions
which come within the limitations stated in the statute. ese organ-
izations may be generally described as follows:

Labor and agricultural organizations,

Fraternal beneficiary societies,
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Credit union and certain mutual reserve-fund organizations,

Cemetery companies,

Business leagues, chambers of commerce, real-estate boards, and
boards of trade,

Civic leagues and local associations of employees with charitable
or educational purposes,

Clubs organized for recreation and pleasure,

Local benevolent life-insurance associations, and mutual ditch, irri-
gation, or telephone companies,

Mutual non?ife insurance companies with gross income of $75,000
or under,

Farmers’ cooperatives (which are subject to tax, however, on in-
come not allocated to patrons),

Crop-financing organizations for farmers’ cooperatives.

Corporations organized to hold title to property for any other ex-
empt organization,

orporation instrumentalities of the United States specifically ex-
empted by Congress, ;
oluntary emPloyees’ beneficiary associations,

Local teachers’ retirement-fund associations,

Religious or apostolic associations,

Voluntary Federal employees’ beneficiary associations, and

Religious, charitable, scientific, literary, or educational organ-
izations.

The last category—that is, the religious, charitable, scientific, lit-
erary, or educational organizations—contains the general classifica-
tion in which it is believed this committee is most interested. This
category is provided in paragraph (6) of section 101 as follows, and
here I quote: :

Corporations, and any community chest, fund, or foundation, organized and
operated exclusively for religious, charitable, scientific, literary, or educa:
tional purposes, or for the prevention of cruelty to children or animals, no
part of the net earnings of which inures to the benefit of any private share-
holder or individual, and no substantial part of the activities of which is
carrying on propaganda, or otherwise attempting, to influence legislation.

Religious, charitable, and educational organizations have been ex-
empt from income tax in all revenue acts. The language of the

resent provisions of section 101 (6) has been in effect since 1934.

n tEa.ssing, it may be noted that exemption from income tax carries -
with it exemption from personal holding company and excess-profits
taxes. Elective treatment is also provided such organizations as to
whether th:{ and their employees will be subject to the social-security
taxes, and they are exempt from the Federaj unemployment tax.

It will be noted that section 101 (6) applies to corporations, com-
munity chests, funds, and foundations whlcﬁ ualify under the statute.
The term “foundation” is not defined in ff}l)e statute; and for tax
purposes a so-called foundation may be an “association” treated as
a corporation or may be a trust. e Internal Revenue Code does
not seek, nor make it necessary, to distinguish between so-called
foundations and other organizations for purposes of the exemption
statutes.

The full meaning of exemption from income tax as a religious,
charitable, et cetera, organization under section 101 (6) is not ap-
parent without a consideration of those sections of the Internal Reve-
nue Code granting deductions from the income, estate, and gift taxes
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for contributions to certain organizations. The principal provisions
are sections 23 (o), 23 (q), and 162 (a) with respect to the income
tax, sections 812 (d) and 861 (a) (3) with respect to the estate tax,
and sections 1004 (a) (2) (B) and 1004 (b) (2) and (3) with respect .
to the gift tax. ese are all included 1n the compilation of the
statutory provisions which will be available for the records of the
committee.

In general, an exemgt status as an educational, charitable, et cetera,
organization will, under the above-noted provisions, permit contri-
butions to the organization to be deductible for purposes of income,
estate, and gift taxes,

For income-tax purposes, the deduction is generally limited in the
case of an individual to 20 percent of his adjusted gross income and
in the case of a corporation to 5 percent of its net income. The 20-
percent limitation, In place of a Erevious 15-percent limitation, was
Erovided by legislation enacted this year effective for taxable years

eginning after December 31, 1951. This is provided by Public Law
465, Eighty-second Congress, section 4.

These percentage limitations do not apply to trusts if they comply
with certain conditions under section 162 (a) and section 162 (g). A
trust which satisfies the conditions may deduct the full amount of
its gross income which is paid, permanently set aside, or used for
pur&)Oﬁt&S equivalent to those under section 101 (6). This may actually
render the trust not taxable for a period of time, although it does
not seek classification as an exempt organization.

Legislation enacted in 1950 provides rules under which both exempt
organizations and trusts may lose, in whole or in part, the tax advan-
tages heretofore available to them.

he basic limitations on the tax exemption privilege are stated in
section 101 (6) itself, which requires that, to qualify for exemption
under that subsection, no part of the net earnings of the organization
may inure to the benefit of any private shareholder or individual,
and no substantial part of its activities may be devoted to carrying
on propaganda, or otherwise attempting, to influence legislation.
Section 101, as amended by the Revenue Act of 1950, also provides
that if an organization is operated primarily to carry on a trade or
business for profit, it shall not be exempt on the grounds that its
. profits are payable to an exempt organization.

Supplement U of the Internal Revenue Code also provides that if
an organization exempt under section 101 (6)—other than a church—
.does carry on a trade or business which is unrelated to its exempt func-
tion, its exemption is not lost but the income from such business is
subject to the income tax, but not the excess profits tax. Supplement
U was added to the Internal Revenue Code by the Revenue Act of
1950 and was first effective for taxable years beginning in 1951.

Additional restrictions are provided in sections 3813 and 3814 of
the Internal Revenue Code, which were also added by the Revenue
Act of 1950 and which first became effective for taxable years be-
ginning in 1951. Section 3813 provides that, with certain exceptions,
organizations exempt under section 101 (6) shall lose their exemption
if they engage in specified “prohibited transaction.” Tt shou}d be
understood that the transactions are not actually outlawed by the
revenue laws but are “prohibited” only in the sense of being incon-
sistent with continued tax privileges. These provisions prohibit the



TAX-EXEMPT FOUNDATIONS 59

creator of the organization, a substantial contributor thereto, or a
member of the family of either, or a corporation controlled by either,
(1) from receiving a loan of income or corpus of the organization
without giving adequate security and reasonable interest, (2) from
receiving compensation from the organization except a reasonable
allowance for personal services actual% rendered, (8) from receiving
services fram the organization on a preferential basis, (4) from selling
a substantial amount of securities or property to the organization
for more than adequate consideration, (5) from buying a substantial
amount of securities or property from the organization for less than
adequate consideration, and (6) from participating with the organi-
zation in any other transaction which diverts a substantial amount
of income or corpus to such person. Provision is made for appro-
priate disallowance of deductions for contributions to an organization
engaging in such transactions and for subsequent restoration of its
exemption where apgropnate.

Section 3814 provides that an organization may lose its exemption
under section 101 (6) if, in view of its exempt purposes, its total
accumulations of income are unreasonable in amount or duration, or
are used to a substantial degree for other than exempt purposes, or
are invested in such a manner as to jeopardize the carrying out of
such purposes.

It should be noted that the prohibitions on certain transactions and
against accumulations under sections 3813 and 3814 are not applicable
to those organizations exempt under section 101 (6) which are re-
ligious organizations, educational organizations with a faculty cur-
riculum and pupils in attendance at the place of education, publicly
supported organizations, and organizations to provide medical or hos-
pital care or medical education or research.

Another statutory restriction’is imposed by the Internal Security
Act of 1950, which denies exemption to any organization, including
organizations under section 101 (6), if at any time during its taxable
year it is registered under section 7 of such act—requiring registration
of Communist-action and Communist-front organizations—or if there
is in effect a final order of the Subversive Activities Control Board
requiring such registration. Contributions to such organizations so
denied expmption are not deductible,

In general, organizations exempt under section 101 (6) are not
required to file income tax returns like taxable corporations. Sec-
tion 54 (f) of the Internal Revenue Code does require, with certain
exceptions, that section 101 (6) organizations file annual information
returns. No return is required to be filed in the case of a religious
organization, an educational organization with a curriculum and a
body of students present at the place of education, and a charitable
organization supported primarily by the general public.

- Section 153 of the code also provides that each section 101 (]6)
organization required to file the annual information return shall also
furnish information showing (1) its gross income, (2) its expenses,
(8) its disbursements from income for exempt purposes, (4) its ac-
cumulation of income in the year, (5) its aggregate accumulations
of income at the beginning of the year, (6) its disbursements of prin-
cipal in current and prior years for exempt ﬁllrposes, and (7) a bal-
ance sheet as of the beginning of the year. The statute requires the
25677—53——5
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above-listed information to be made available by the Department for
public inspection. iy

These requirements of section 153 of the code were added by the
Revenue Act of 1950 and first became effective for taxable years be-
ginning in 1950.

The administration of section 101 and related provisions of the
Internal Revenue Code is divided between the Washington and field
offices of the internal revenue service. The field offices receive and
process exemption applications and information returns, and:also
make investigations relating to these applications and returns. The
headquarters office in Washington makes rulings and determinations
as to the exempt status of foundations and organizations required to
file the applications and returns. In Washington, this administrative
work is performed by the Exempt Orgha.nizatlons Branch of the Special
Technical Services Division under the supervision of the Assistant
Commissioner (Technical). In the field, the work is performed by
the offices of Directors of Internal Revenue. _

The administrative procedures are probably best explained by
tracing the actual steps involved in the filing of applications and
returns by foundations and other organizations. -

In regard to applications and rulings on exempt status, the long-
standing practice of the Bureau of Internal Revenue has been to issue
rulings or to make determinations with respect to each organization
seeking exemption under section 101 (6) of the Internal Revenue
Code. These rulings or determinations are made in the Washington
headquarters. N

Accordingly, Treasury regulations provide that oxﬁ?nizations file
exem}i)tion applications when claiming exemption. e application
must be filed in the office of the director of internal revenue in whose
district the headquarters of the organization is located. A copy of
the application required to be filed for exemption under section 101
(6) of the Internal Revenue Code will be offered to the committee
as an exhibit, and I believe you have that exhibit in front of you with
the statement as exhibit B. : :

After certain processing, involving control and examination for
completeness, the director of internal revenue forwards the application
to V&lshington for the attention of the Exempt Organizations Branch.

The Exempt Organizations Branch performs one of the following
administrative actions in connection with these applications:

1. If the organization has not operated at least 12 months for
Eurposes for which created, it is usually advised by letter that the

ureau is unable, at this time, to rule on its application owing to the
absence of substantial operations which would establish its right to
exemption under the law. If, however, the organization making
a¥p1ication is a charitable one with community-wide Earticipation
of a public character, or an educational organization such as a school,
college, et cetera, having a student body with a regular curriculum,
a tentative ruling is issued indicating that the organization will be
exempt if it operates in accordance with the stated purposes, but re-
quiring that it resubmit its application, with complgte- data, after a
year’s actual operations. After study of the organization’s opera-
tions, a formal ruling is issued. : -
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2. If the organization has been operating for at least 12 months and
the facts supplied with its application establish that it is clearly
exempt under the law, a ruling is issued which establishes the fact of
tax exemption so long as the organization continues to operate in
accordance with the statute and with the purposes stated in the appli-
cation. However, if additional information is needed, an investiga-
tion of the organization’s operations is made either by direct com-
munication Wif%l the organization by the Washington headquarters, or
through the director’s office in the field, or by both methods. Upon
consideration of all established facts, a ruling 1s issued either granting
or denying the exemption. -

In connection with the examination of applications and the deter-
mination of the exempt status of an organization, one source of infor-
mation is the Attorney General’s subversive lists, issued under the pro-
visions of Executive 8rders_9300 and 9835. It is the practice.to deny
exemption to any organization appearing on such lists.

Cases involving complex legal principles or unprecedented issues
are referred for legal advice to the Office of the Chief Counsel for the
Bureau. In these cases, the Chief Counsel either approves the pro-
posed ruling on which his advice is requested, or he expresses his views
and recommendations by memorandum to the Assistant Commissioner.

An organization which applies for tax exemption, but which is
denied such status, is required to file an income-tax return, Copies of
letters denying exempt status are sent to the director of internal rev-
enue in whose district the organization is located, thereby permitting
the field office to establish whether the income-tax return of the organ-
ization is filed.

As previously stated, organizations entitled to tax exemption under
section 101 of the code are, with certain exceptions, required to file
information returns as provided in section 54 (f). The information
return required of most exempt organizations is designated as Form
990; but for organizations urlder section 101 (6) a return designated
as Form 990-A is prescribed. I shall offer as exhibit C and as exhibit
D Forms 990 and 990-A. '

Beginning with the 1950 tax year, Form 990-A has been used for
section 101 (6) organizations required to file information returns.
This Form 990-A was prescribed in compliance with the requirements
of section 153 of the code, as added by the Revenue Act of 1950, which
requires the furnishing of information which the Bureau is to make
public. The second sheet of Form 990-A, pages 3 and 4, calls for such
information. .

The Form 990-A. is filed with the director of internal revenue who
retains the second sheet on file for public inspection. The director for-
wards the first sheet of the Form 990-A, together with any attach-
ments, schedules, and other information supplied by the organization,
to Washington for consideration by the Exempt Organizations
Branch. This Branch surveys the returns and selects for further
examination those which disclose doubtful items or activities. The
examination of the doubtful items or activities begins by obtaining,
either directly from the organization or through tﬁe director’s office,
the additional information needed to determine the right of the organ-
ization to continue to enjoy its exempt status. The procedure for
making this determination is similar to that used in making the original
determination on application of the organization for an exempt status.
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If, after examination, the organization is determined to be entitled
to continue exemption, it has been the Bureau practice so to notify the
organization., If, however, the examination discloses that the organi-
zation is no longer entitled to exemption, the exemption is revoked
and the taxPayer is notified to file income-tax returns. The appropri-
ate director’s office is also notified of the revocation so that-it.can deter-
mine-whether an income-tax return is filed. In connection with the
examination of Forms 990-A, consideration is given to information
received from all sources as to whether an organization previously
ruled exempt is still entitled to exemption. Such information may be
received in letters from informants, or from hearings before congres-
- sional committees, and from items which appear in newspapers and
other publications. _

As previously stated, some organizations exempt under section 101
(6) of the Internal Revenue Code may also be subject to the tax im-
posed by supplement U on income from an unrelated business. Ex-
empt organizations subject to tax under supplement U are required to
file-thetax returns, Form 990-T), in addition to Form 990-A. A copy
of Form 990-T, which is a return much like the ordinary income-tax
return filed by corporations and other businesses, is shown as exhibit E.
The Form 990-T tax return is processed differently from the exemp-
tion application and the information returns, Forms 990 and 990-A.
Briefly, the Form 990-T return is processed in the same manner as
other taxable returns. That is, the selection of returns for examina-
tion and the investigations are conducted by the Audit Division in the
Office of the Director of Internal Revenue which is responsible for de-
termining the correctness of the tax return and the taxpayer’s liability.

An additional check on the 990-T returns is provided through the
survey and selection for examination of Forms 990-A in the Exempt
Organizations Branch in Washington. As described above, it is the
practice of the Bureau to investigate doubftul items in Forms 990-A,
and those investigations may lead to the requirement that the organi-
zation file a Form 990-T in addition to the Form 990-A.

There remains for a full understanding of the statutory provisions
and their administration to consider the role of the courts in inter-
preting the tax-exemption provisions.

The Bureau of Internal Revenue, of course, does not have the final
word as to whether an organization is exempt under section 101 and
the related provisions of the Internal Revenue Code. Where the Bu-
reau asserts that a tax is owing, its determination may be appealed to
one of several courts. The appeal may be taken either by the organi-
zation which is ruled taxable rather than exempt, or by a person who
asserts his right to deduct contributions made. In either event, appeal
to the courts may be made by either of the following procedures: The
organization, or the person making the contribution, may pay the dis-
puted tax liability and then bring suit for refund in a United States
district court or in the United States Court of Claims. On the other
hand, the organization or person making the contribution has the
right under existing law to choose to appeal an asserted income, estate
or gift tax deficiency prior to paying the tax, in which case an appeal
is taken to the Tax Court of the United States. An adverse decision
rendered by a district court, the Court of Claims or the Tax Court
may be appealed to a higher court in such cases as in other tax
controversies, ‘
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Accordingly, the judicial interpretations play an important role in
the determining of the course of administration of the exemption pro-
visions. A brief summary of the trend of judicial thinking under
section 101 (6) may therefore be helpful. ) .

In general, the courts have indicated that while normally provisions
exempting taxpayers from tax are to be strictly construed, the exemp-
tion under section 101 (6) for religious and charitable organizations
is to be liberally construed. This was determined in the Supreme
Court case of Helvering v. Bliss (293 U. S. 144).

This approach appears to dominate judicial thinking in the area.
Thus, it }I?ms been decided that the exemption under section 101 (6)
from the corporate tax applies to charitable trusts which, if taxable,
would be taxed as individuals. This was decided in the Fifth-third
Union Trust Company v. Commissioner case (56 Fed. 2d T67).

To be exempt as religious, it is necessary that the organization be
engaged in furtherance of one of the major religious faiths or be a
recognized part of one of those bodies. This was the decision in the
Unity School of Christianity (4 Board of Tax Appeals 613.

Wﬂile charitable acts normally are considered as being done with-
out recompense or profit, it is not necessary for exemption as charitable
that an organization provide its services free of charge. This was the
decision in Salem Lutheran Home Association, a Tax Court memo-
randum opinion of May 26, 1943.

The term “educational” is broader than mere activities such as those
of schools and colleges ; it includes the encouragement of good citizen-
ship, the discussion of industrial, political, and economic questions,
an(}) the distribution of information on alcoholism. These were deci-
sions rendered in Rose D. Forbes (7 Board of Tax Appeals 209) ;
Weyl v. Commissioner (48 Fed. 2d 811) ; and Cochran v. Commas-
sioner (78 Fed. 2d 176),

The term “scientific” is broader than the basic sciences and includes
improvement of motion-picture photography, as decided in the Ameri-
can Society of Cinematographers (42 Board of Tax Appeals 675).

The fact that upon the remote contingency of dissolution accumu-
lated earnings might inure to private stockholders does not violate
the precept that no part of the net earnings may inure to the benefit
of private shareholders or individuals.

II. Summary: This summarizes the statutory provisions, the
Bureau’s administrative procedures, and the judicial interpretations.
A final word needs to be said as to the Bureau’s workload and the scope
of its task of administering the tax-exemption provisions.

As previously indicated, the task of making determinations and
rulings as to exempt status is performed in the Washington head-
quarters by the Exempt Organizations Branch. This Branch is com-
posed of 65 employees, of whom 47 are technical personnel qualified
E; repare and review rulings and make determinations on returns

During the fiscal year ended June 30, 1952, the Exempt Organiza-
tions Branch issued approximately 14,000 exemption-status rulings,
of which approximately 10 percent were denials of exemption. ?t
also issued 2,500 advisory letters which did not rule on the exempt
status of the organization. These issuances, of course, involve all
organizations claiming exemption under section 101 and not solely
those within the scope of this committee’s study. During the 2-year
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period ending June 30, 1952, the exemption under section 101 (6) of
approximate?y 55 organizations was revoked.

More than 100,000 information returns are filed annually by all
organizations exempt under section 101. A special study for 1946
ingicated that about 14,000 of the returns for such year were filed by
organizations exempt under section 101 (6). Moreover, this figure
does not include all section 101 (6% organizations on which the Bureau
must rule, for the reason that a large portion of such organizations,

articularly in the religious and educational field, are not required to
Ele returns. The size of the section 101 (6) group of organizations
is shown generally by the Bureau’s published cumulative list of char-
itable, religious, educational, and similar organizations, contributions
to which are deductible from the taxable income of contributors.
These lists are published periodically and show the following totals
of such organizations: ;

As of June 30, 1939 _— 12, 500
As of June 30, 1946. idss 27, 500
As of June 30, 1950 - 32, 000

There has not been time to obtain sufficient experience under the
provisions of the Revenue Act of 1950 to determine the effect on organ-
1zations claiming exemption. The provisions of the Revenue Act
relating to prohibited transactions and unrelated business income
g'enera,clirl would first be reflected in returns filed only this year.

Mr. Chairman, this completes my statement and with your permis-
sion I would now like to submit for the records of your committee the
matters previously referred to as exhibits A, B, C, D, and E.

Mr. Havs. Without objection, the exhibits will be received and made
a part of the record.

(Exhibit A referred to is on file with the Select Committee. Ex-
hibits B, C, D, and E are as follows:)
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Porm 1834
o a.: TREASURY nﬂ#::!ﬂ'l’
NTRANAL
(ll:vlult‘m. 1951)

EXEMPTION APPLICATION

FOR USE OF RELIGIOUS, CHARITABLE, SCIENTIFIC, LITERARY, OR EDUCATIONAL ORGANIZATIONS

CLAIMING EXEMPTION FROM FEDERAL INCOME TAX UNDER SECTION 101(s) OF THE INTERNAL REVENUE CODE AND THE
CORRESPONDING PROVISIONS OF PRIOR REVENUE ACTS

(To be made only by a principal officer of the ization claiming the ption)
(Date)
I, : o , declare under the penalties
‘of perjury that I am the of the

(Title of declaranti—as president, secretary, eic.)
located at

(Full nume of orgunisation)

address, including street and ber-—post office box, te.)
and that the following answers and statements, including all statements attached hereto, are complete

and true to the best of my knowledge and belief :

1. Is the organization incorporated? If 8o, under the laws of what State? oo eeeeeeceeesaee
{Yea or mo) {Name of State)

When? ey s If not incorp d, state the manner of organization and the date thereof
| Date of Inearporation) .

2. Is the organization the outgrowth or continuation of any form of predecessor? .__... " If so, state the

(Yeu

name of such predecessor and the period during which it was in

3. Has the organization filed Federal income tax returns? 1f so, state return form number and year or .

(Yuorno)

years,

4. State briefly the epecific purposes for which the organization was formed. (Do not quote from, or make

reference to, the articles of incorporation or bylaws for this purpose.)

=iy
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2

6. Is the organization suthorized to issus unlhlnnck!..ﬁm,_ If 8o, state (1) the class or classes of such

gtock, (2) the number and par value of shares of each class outstanding, and (3) the ideration paid for d
Ing shares
6. If capital stock is ling, state whether any dividends or i has been or may be paid thereon

1If 8o, give facts in detail

(¥ea or no)

7. If any distribution of corporate property of any character has ever been made to shareholders or members,

mitach hereto & 2 ining full details. t} f, including (1) ts or value, (2) source of

‘fands or property distributed, and (3) basis of and suthority for distribution.

8. State all sources from which the organization's income is derived

9. Does any part of the receipts represent payment for services of any charact dered by the organization?

If 8o, explain in detail

(Yot or 5o}

10. State all the activities In which the organization is presently engaged. (Explain in detail, using additional

heets as required—Ses footnote.)

11, What, if any, specific activities of the organization have been di inued? (Explain fully, giving datea of

t and ination and the reason for &i i )
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3

12. Is the organization now, or has it ever been, engaged in carrying on propaganda, or otherwise either advo-

eating or opposi ding or proposed legislation? If so, furnish a detailed expl ion of such activities,
(Yes or no)

and furnish copies of literature, if any, distributed by the organization. (Use additional sheets as requireﬂ—See

footnote.)

a, R

13. (a) For what purposes, other than in payment for services r d or suppliea fu are the organ-

ization’s funds expended?

{b) If any payments are made to members or shareholders for services rendered the organization, attach a
separate statement showing the amounts so paid and the character of the services rendered.

14. Does any part of the nef income of the organization inure to the benefit of any private shareholder or

Individnal?

15. If the ization is a hospital, attach a sep t showing the ber of full-pay, the number of

part-pay, and the ber of nonpay patient. ted during the last complete year of operation.

16. In the event of the dissolution of the ization, what disposition would be made of Its property? ...

17, After July 1, 1950, did—
The creator of your organization, or
A it to your ization, or
Agorou:et or sister (whole or half blood), spouse, tor, or lineal d dant of such cz T or ib
T, Or :
A corporation owned (50 percent or more of voting stock or 50 percent or more of value of all stock) directly
or?;:directly by surix creator or contributor & P !

(a) Borrow any part of your income or €Orpus? . . ¢ . ¢ 4 o 6 6 6 0 e 6 6 & 4 memcacooees .

() Receiveany&ompenuﬁonforpersdmlservfmtmm B 23—
{Yes or no)

(¢) Haveany part of your servicesmade available to him? . . . ¢ ¢ ¢ « ¢ ¢ ¢ ¢ ¢ ¢ wommeremen
. (Yes or no)

(d) Purchase any ities or other property from you? . + « « o o ¢ o o o+ o ¢ an .
(e) Sell any securities or other property toyou? . . « + o o 2 ¢ + o o o ¢ b o+ mesemmamioaem -
(Yes or no)
(/) Have any part of your income or corpus diverted to hlm by any transaction? . . « + ¢ ceeereceae
(Yes or no)
It answer to any question is “yes,” nttach detailed statement.
‘ 10—=10137-7

(OvER)
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18, Attach to this application a clasaified stat. t of the ipts and expenditures of the organization during
the last plete year of ion and & pl t of the assets and liabilities as of the end of that year;
.& copy of the artlcles of ineorporation, if Incor ted, or if not i d, a copy of the constitution, articles of
association, declaration of trust, or other document setting forth the aims and purposes of the organization; and a
copy of the bylaws, or other simllar code of regulations. If ptien s claimed a5 an exclusively educational organi-
gatlon and & regular curriculum and faculty are not normally maintained and a larly organized body of pupils or
d is not Iy in attend at the place where the educational activities are regularly carried on, there
should also be attached specimen copies of any books, pamphlets, leaflets, or other printed matter issued or distributed
during the Iatest plete year of operatl

(Bignatare of offieer making declaration)

P
(If the spscs provided for the Inssrtion of Information or dats wnder uny of the above questions is Inadequate rposcs, sddiional
shests may bs nJ'M should be properly ldantifisd and u-::ul, allld::l I:nu.} * . A '

IMPORTANT

A mere claim or contention by an organization that it is exempt from income tax under section 101
of the Internal Revenue Code and the corresponding provisions of prior revenue acts will not relieve
the organization from filing income tax returns and paying the tax. Unless the Commissioner has
determined that an organization is exempt, it must prepare and file a complete income tax return
for each taxable year of its existence. Accordingly, every organization that claims to be exempt
should furnish the information and data specified herein, together with any other facts deemed ma-
terial to the question, with the least possible delay, in order that the Commissioner can determine
whether or not it is exempt. As soon as practicable after the information and data are received,
the organization will be advised of the Commissioner’s determination, and, if it is held to be exempt,
no further income tax returns will be required.

P e TR LT I T T
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v.e %ﬁﬂ?mxum Pacn 1
UNITED STATES
RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101 OF THE
INTERNAL REVENUE CODE (EXCEPT UNDER SUBSECTION 6)
(As required under Section 54 (F) of the Internal Revenue Cods)
For Calendar Year .

or Fiscal Year Beginning and Ending

: PRINT PLAINLY LEGAL NAME AND ADDRESS OF THE ORGANIZATION
Tie retmrn mosi be Serial No.
el m o badore Use 1SN
 of tho Bk moath fob- T s s ) Duaeict
lewing the closs of e (Dats Racsbveed}
B mast bt ded {8irest and number)
with t Callastor of .
Intarus] Revenne for the (City or town) {Foatal zone mam ban (Bata)
hatriet In whick irtocaied
Gprinchuiplacasfbus | Dgte of Buresu ption letter and subsection of pection 101 uader which you
mans or principal offics of
e arganim tion. are
1. Btate nature of sctiviti 10, Did you lease or rent any real property to or from & persen or

2. Have M.Iunmon?ﬂmm—TmM T
m ible anly 10 years beginging after Deo. 31, 195) L

11

groups of persons directly d with you?

If 8o, sttach & detalled statement,

(¥en or o)

. Did hold real 1 tal hich
R If o, where filed? _________ S— "!'“"hm.‘“.l. Al property ﬂ'Il:n wm‘no-l:
Unrelated business gross income reported, §.o oo eeeereaen or In making Impr ta thereto? s
oo
3. What s tlu legal I'nrm of your organisation (corporation, 1f 5o, sttach detailed statement.
trust, P lation, ete.)?
13, Farmen' cooperat! ing and hasing org
4. In what year was your isatlon formed? tions shall also wtabe—
country?
IR, (a) Number of ahares of voting stock owned by
L to p y existi BA (8, i .
I,i“,’:l" (s) and (on) ofnfho' d o p

esch class of
G ® taie
¢) the number of shares
oumber of shareholders o{ year, and (e) t‘ﬂﬂnr

any dividends may be pud S ——

not to the Bureau
in your articles of ﬂewpmn.ien or bylaws or

other instruments of similar Import? .
sttach & copy of the amendmenta,

7. Have any ch
been made

'-Hmywhld

ke you | mdhmuwmwhny

wmtprevlnmly reported to the
If 8o, sttach detailed statement.

9. If you were held ewempt under section 101(4), state the
hmdmmm.dm.mmw

(@) b e bers, 3.

@ prod

(b) Were nonmembers charged the same as members for
1 and purchasing? ...

(Yos o Na)
(c) Were patronage dividends paid to bers on the
same basls as to members? .___________..
(Yeaor Na)
() Value of keted (or handled)
for be tuu-atum;, duced by much bers,
E (@ p 4 or 58 acqui
* by such b )] i Jor
bers (1) sctually produced by such ponmembers,
N i (2) purchased or octherwise -
quired by such nonmembers, $...coeeeeeeeeeen
(#) Value of supplies and squipment hased for or sold
to (1) L & (2 who
‘were ! 3. ; (3
‘who were not producens, $...oeoeeee
) Amount of business dons for United Btates Government
or ies thereof, &

La—wmaid
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Tem No. INCOME, DUES, CONTRIBUTIONS, ETC, : Paon 2
1, Dues, 8, ete,, from b luding service and other charges properly included under
ftem 7 (nee I fon B) 1§
2. Dues, sssessments, eto., from afillated orga jons (see I jon §).
3. Contributions, gifts, grants, ete., 1 (pes I 5
4. Interest
5-"‘
& Henta
7. Gross receipta from busi ivitiea (state u)
(a) &
()]
()
@
8 P dividends (or p fund ived
©. Gain (or loss) from sale of mssets, excluding inventory items (see I jon 10)
10. Other income (if more than 10 percent of item 11, attach itemized schedule. Also see Instruction 5),
1L Total of items 1 to 10, &

DISPOSITION OF INCOME, DUES, CONTRIBUTIONS, ETC.
A. Expenses aitributable to Income liems § and 7 (See Insiruction 6):

12, Cost of goods sold (or, In the case of farmers’ coop es, purch for or adv to patrona) $.
13. Compensation of officers, directors, ete.
14, Wages, salaries, and commissions (other than tion of cfficers, di w, trustees, ete.)
15. Interest.
18, Taxes (such as property, incoms, soclal ¥, taxes, ete.)
17. Rent.
18. Depreciation (and depleti
19. Miscellaneous expenses (state nature):
{a) 5
®
[C]
(d)

B, Other expenses:
20. Duca, assessments, ote., to affilisted
21. Compensation of officars, di: ete. (ot included under item 13)

22. Wagea, salaries, and commissions (not included under jtem 14).

23. Interest (not included under item 185)
24, Tazes (not ineluded under item 16) x ,
25. Rent (not included under item 17)

28, Miscell not fied (state )
(a) 3
(B)
(0]
)
C. Contrbutious:
27. Contributions, gifts, grants, ete., paid (state to whom paid):
(a) F
(L]
(e} =
()
D. Oiher dispositions:
28. Benefit ta or for bers or their d !
(a) Death, sickness, hospitaliaation, disability, or penalon benefita
{b) Other benefits
29, Dividends (olher lhas palownge dividsads) and other distrik to bbers, shareholders, or deposi
30. Cash p ge dividends (or 1 ige refunds) (for farmers’ ived only
8l Pa dividends (or refunds) in stoeck, notes, credits, or other evidence of equity or
indebtedness (for farmers’ coop ives only)
82. Additions {o reserves (sttach itemized schedule)
83, Additlons to surplus. -
34 Total of items 12 to 83, inclusive (see I don 7). 5.
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Schedule A.—BALANCE SHEETS (See Insiruction 8) Paom 8

BEomNo oF YEas Enp or Yan

' AHSETS Amount Totsl Amcunt ‘Tutal

L Cash. & L SIS S,

4. Notes and recelvabl $. s
Less: Reserve for bad debts.

a1 .

4.1 in g I obligati ;

6. tx in nong | bonds, ete

6. lovestments in corporate stocks (see Instruction 8.

7. Otber ir (itemize) [

8. Capital assets:
(a) Deprociable (and depletablo) assets (attach

Less: Reserve for depreciation (and
(5 Land
9. Other assets fitomi s

10. TOTAL ABSETS 5 e e PIFRE

LIABILITIES

11. Aceounts payable. 3 3 s Mok
12. Bonds, notes, and mortgages payable:
{a) With original maturity of less than 1 year______.| & %

(b) With original maturity of 1 year or more.

13. Other liabillties (itemize) 3 3.

14. ToTAL LIABILITIES. 8 8

NET WORTH

15, Capital Btock:
{a) Prefarred Btock ] s
(b) Common Btock
18, Membership certificates
17. Paid-in or capital surplus (or donated capital if & trust)...
18, Burplus reserves (itemize) ] 8.

19, Earned surplus and i profits.
20. TOTAL NET WORTH. [ I
al. TOTAL LIANILITIES AND NET WORTH....oooeeooeome.. 8.

We, the undersigned, president (or vice presideat, or other principal officer) and t (or mesi , or chief
sccounting officer) of the organization for or by which this return is made, each for himself declares under the penalties of perjury
that this return has been examined by him and is to the best of his knowledge and belief & true, correct, and complete return.

[Nm&ﬂ] ™ ey gt o e --wwm—_--.ﬂ-—(;:::u;“éﬁ._.__ ........ P
The { dditional declaration shall be 3 by the person othar than an officer or employee of the organization
actually pmp-rln? this return:

1 declars under the penalties of perjury that I prepared this return for the organization(s) oamed herein and that this return
ls to the best of my koowledge and belief & true, correct, and complete return.

iz of Armo o saaployer, U ang) htgmiations of parsail proparing Lhis i) (Date)
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Pion-4

GENERAL INSTRUCTIONS

L memmtdmlnmmlm&hm

hdndu Individuals, fAduc
, and other

ments, ete., on thip form, is required by law of every
tion which is exempt from tax under the provisions of section 101
of the Internal Revenue Cods, excepting only & (1) fraternal
beoeficlary soclety, order, or association solaly exempt under
®ection 101 (3); (2) umninliou exempt under section 101 (8)
(see Form 990-A); (3) religi axempt
‘under section 101 (18) (uqu.l;ud. to file Form 1065); or (4) eorpo-
ration exempt under sectlon 101 (15), if wholly owned by the
United States or any sgency or hﬂwmnum_f thereot, or &
whoally owned subsidiary of such

2 mm-ﬁdlm;mumﬂﬁwmm
ployed In keeping the books of your

of 8 y
organization,

8. Fill In the itemns on pages 2 and 3 of this form to the extent
that they apply to your arganisstion.

C.Amupmumonainlmmyhmuynm

) hﬂlﬁhb’l”ﬂuﬂ“
from Included fn & group return need
not be itemized in the “central’ organisation’s separate return,

8. If the total of income ltems 6 and 7 is not more than
$5,000, amounts Includible in ftem 12 through item 10 may be
entered under item 31 through itam 26 under the appropriste
headings. Where sections “A" and “B" must both be com-
pleted, items of expenss may be divided between thoss sections
on the basis of accounting records, or, If such records do not
provids for this division, any itams of expenss which fall wholly
under either of these sections may be divided on any feasonable
basis, such as an approximation of the use of s facility or the
time spent by an individual,

7. If item B4 does oot equal {tem 11, sttach a schedule se-
ecounting for the difference.

8. The balance sheets, Bchedule A, should agree with the
bonl:s d or auy differences should be reconclled. Al

parent, or like organization for two or more of its chartered
affiliated, or aasociated local organizations which (a) are aubjm
to ite general supervision and examination, () are exempt from
tax under the eame provision of revenue law as the central

isation, (c) have authorized it in writing to include them
in such return, and (d) have filed wi.th it statementa, wrl.ﬂad
under cath or afirmation, of the i quired to be
included in this return. Buch group return shall be in addition
to the separate return of the central organisation, but in leu
of separats returns by the local organizations included in the
group return. There shall be attached to such group return a
sohedule showing scparately (a) the total number, names, and
addresses of the looal organizations Included, and (b) the same
Information for thoss not included thereln,

6. In all cases where {tem 1, 2, 3, or 10 includes monsy or
property amounting to $3,000 or more, which was recaived
directly or Indirectly from one person, ln one or more transac-
tions during the year, itemized schedules showing the total
amount received from and the name and address of each such
person shall be attached to this return, (The term “person’

ng to any jonal, State, ipal, or
other puhho officar m)r aubmit, in leu of Behedule A, copies of
their balance sheeta prescribed by any auch authority s of the
beginning and end of the taxable year,

9. In all pases where line 8, Schadule A, Included 10 percent
or more of any class of stock of any corporation, atisch s list
showing the name of the corporation, thc numbeto{lhlmd
each type of stock owned (includi
whether the stock is voting or nonvoting), and the book vnun
of the stock included in line 6.

10, Attach s detailed statement showing with respect to each
pieee of property sold: (c) Date acquired and manner of acquisi-
tion; (b) Groas sales price; (¢) Cost or other basis (value at time
of acquisition, ll dnnn!ﬁd) () E:lpe‘use of sale and cost of im-

(¢) D since
uquinluu' and (f) Gdn or loss—(b) plus (¢) mious (c) plus (d).

11. For further inf lati under i
64 (D) and 101 of the Internal Rc\ranue Code.

Form 990-T.—Tho Revenus Act of 1950 imposes & tax, with

1o tazable years beginning after December 21, 1050, in the ease

of cartain omnhuhm elomp\ from l.u under section I.IH. (l). (83, (T), and (14) of the Internal Rﬂemu Code on income derived

(o) trom operat| which in d to the

purposa for which such d an or

(b}!mmwﬂammlnmpmmhndwmmlbngmm Buch income and tar are to be reported on Form

990-T, copies of which may be i from the Collector of 1

U B SOYERRRDNT PRIATINS SV VA— DSOS
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e o R
UNITED STATES
RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101(8) OF INTERNAL REVENUE COODE
NOTICE: The law requires 1hat ceriain information required on this relurn be made availsble to the public. Pages 3 and & are
designed for this purpese and may be prepared by carbon process, if desired
FOR CALENDAR YEAR _______ -
and Ending

or Fiscal Year Beginni

mﬁb“m. #I: PRINT PLAINLY LEGAL NAME AND ADDRESS OF URGANIZATION Seris] No.

15t of the Afth

menth lowing the District

uml’lmw Re. TG i 00 il
v Bt 1]

be £l

i'm"" i lql':-m ﬂ:rr (Birwet and mamber)

the district ln w s

localed Ihe princlpal | ... - e

placs of ﬁ ACHy or o i Pastal e} iBiate}

Fra Date of Burean exemption letter:
g GROSS INCOME

1. Groas sales or recelpts from busineas activiti
2 Leas: Mdm-ﬂwahwmbu{m!m
3. Gross profit from business wetivi =

4, Interest . —
5. Dividend
€. Rents and =HE
7. Gain (or lows) from sale of assets, excluding i itema {wee in fon 2). [
& Other Incoma (attach jLemized
2. Total gross Income (ltema 1 to 8, Incl) ) i
INCURRED EXPENSES ATTRIBUTABLE TO GROSS INCOME

10. G iom of officers, trustess, stc '} Ay
11. Balaries and wages (other than amounts shown in ftem 10) S
12 Interest | s
13. Taxes
‘14 Rent -
15. De i ik 5
16, Miscallaneous expenses (attach itamized 3
. Total exp (itams 10 to 18, Incl) s
DISBURSEMENTS MADE WITHIN THE YEAR OUT OF CURRENT OR ACC ATED

INCOME FOR PURPOSES FOR WHICH EXEMPT, AND ACCUMULATION OF INCOME
18 Admind ive and ing exp {not Included above) 3

llcnmmt(fb,mmm (List esch class of activity for which dishursements were made
and show stparste total for each. Also stiach Ust showing to whom paid):
H

20. Aceamulation of Income within the year {(ibem 9 leas the wum of items 17, 18, and 19) $

21, Aggregate accumulstion of incoms at beginning of the year (computed for prior years as under
ftem 20).

22, Accumulation of Income at end of the year (item 20 plus jtem 21)
mumllxm m OUT OF PRINCIFAL FOR PURPOSES FOR WHICH mn
2, and

24, Mmmmw-:

(a) Pald cut in prior years s,

(4) Paid cut within the year {List cach class of activily for which disbursaments were made and
show separsty total for ench. Also sttach list showing to whom paid) :

B

EECEIPTS NOT EEPORTED ELSEWHERE ON THIS FORM
25, Contributions, gifts, grants, ste., received )
DECLARATION

Wa, tha w president {or vics or other p | officar) and (o ansi s or chief
nu_uﬂ:.r‘dnuldmmhwh-l&éﬂhmnh_uuéiuMMnhﬂumu-
perjury that this dl h and

of
return any has bean by him and s to the best of
his imowisdge and belief & trus, correct, and complets return.
[unm-nl]

(Fresiden o wikier priveipal " Dated Trmamrer. ey, o it )
mmmmmhmmhthmmhnudmn-ﬂq—ﬁ&m
actoally preparing this return:
zmuummumnu—t:mmm for the organization named herein and that thiy return
(including any } in to the best of my knowledge and bellef a trus, correct, and complete
rptarn.

= [ ¥nma of e v wnpherer. if 57} (Birmature of peon prepariag this reare) fi ==y

73
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Paox 2
Schedule A—BALANCE SHEET AS OF THE BEGINNING OF THE YEAR
ABEETS
1. Cash [ CEETRER] (e
& Notes and accounts 1 . S—
Lens: Reserve for bad debts
&1
& Tnvest ing tal ohi
B. in 1 bonds, ste.
6 I in corp stocks.
7. Other ts (itemize) § ey
8. Capital ngssts: .
(a) Deprecinble (and depletable) assetn (attach itamized schedule) .. | §.ooereeeee...) Lo
Leas: Reserve for deprecintion (and .
() Land
9. Other nssets i $ Sa—
10, Total assota §..
LIABILITIES
11. Accounts payable | SSS—— po—
12. Bonds, notea, and mortgages payable: "
(s) With original maturity of less than 1 year. $ —
(b} With original maturity of 1 year or mors.
18, Other Linbilities (itemize) 5 R
14 Total liabiliti
HET WORTH
15. Capital stock:
(o) Preferred stock ]
{8) Common stock s -
16, certifientes.
17. Paid-in or eapital surplus (or donated eapital if & trast)
18, Burplus reserves %
19. Earned surplus and undivided profita.
2. Total net worth
2, Total labilities and net worth. !
1. State natare of sctivith O.Il'.lu,u ‘. or engaged in any
activities which nm;mhwm:‘wmum
B T e e et | iy I o siach detaind saameot
I w0, where fled? oo which
", lnﬁmmmmlpwmmrurrlmgmp
Unrelated business gross income reported §oooooocer i et ey imvemen T
5. What lu the legel form for your organization (eorporation, | 10- Affer July 1, 10"?“-&";‘”““‘ -
trust, d intion, ete.) 7 A eontributor to your erganization, or
A brother or wister (whole or half blood), spouse, an-
& T whish YAl was Jour tration it mrwltulldmdnn n!ndm:urmﬂr
In what State or country? oo iesrsrmsssmeane, s J\n?:nda rlun:wmnniwd stock
6 1f o mm (), give Mmﬂuﬁnrmnu at.tlml)dh':ﬂyw
name{s) and sddreas(es) of the predecessor organiza- (a) mm Illl' l‘”‘ of ”“ I.I\m w
HOR{E) e s | coFPEAY L L L . e . . .

()] hinm compensation for parsonal
urdm‘rm!oﬂ sk e e W

to each clasn of stoek the number of sha
outstanding, (b) the m ur:&".hm-“n-uhyiw:ﬁ'- (e mun&prld?nr-rm-m
T S g R e -
e o Bt en: year,
d) Purchase
{#) whether any di ds may be pald “@ m,h-;”’m! i e o
(e} m“’mﬂhurmmu
7. Have any changes not previously reporled to the Burean n of i OFim u He)
been made in your articles of incorporation or bylaws or n myml nnnmwwr‘- __________
other instruments of similar Impord? I w0, (¥ or Had
attach a copy of the amendments, 7 Mo 1f answer to any question ls “yes,” attach detailed statemant.

T s et e v BT
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Po0-A
U. 8. TREASURY DEFPARTMENT
Invessar Exvemce Seence

UNITED STATES

Pace §

RETURN OF ORGANIZATION EXEMPT FROM TAX UNDER SECTION 101(6) OF INTERNAL REVENUE CODE

(To be made available to the public aa required by section 153 (<) of the Code)

FOR CALENDAR YEAR

or Fiseal Year Beginni and Ending

This relurn must be
filed on or
15th Afth
month followlag the

AR

FRINT PLAINLY LECAL NAME AND ADDRESS OF ORCANIZATION

ACiy ar fewn)

i Date of Bureau

Berial No
District
(Dala recaived)

Ttam Na.
1. Gross sales or receipts from business

2. Lass: Cost of goods scld or of i | fis

8. Groas profit from business activiti

4 Interest

£, Dividend:

&. Rents and

7. Galn (or lons) from sale of assets, excl
8. Other income.

g inventory items.

. Total groas income (items 1 to 8, inel.)

INCURRED EXPENSES ATTRIBUTABLE TO GROSS INCOME
10, C of officers, di trustees, ebc.

11. Salaries and wages (other than amounts shown in item 10)

12 Interest

18, Taxes

14, Remt
15. D

18, Miscell

1T Total expenses (items 10 to 18, incl.)
DISBURSEMENTE MADE WITHIN THE YEAR OUT OF CURRENT OR ACCUMULATED
INCOME FOR PURPOSES FOR WHICH EXEMPT, AND ACCUMULATION OF INCOME

15 A and (not included above)

19. Comtributions, gifts, grants, ete. (List each class of activity for which disbursements were made |
" and show separate total for esch) :

20. Accumulation of income within the year {item 8 less the sum of itams 17, 18, and 13)

2L Aggregate accumulstion of income st beginuing of the year (computed for prior years as under
item 20)

22 Aceumulstion of income st end of the year (iem 20 plua item 21)

A deming i

DISBURSEMENTS MADE OUT OF PRINCIPAL FOR PURPOSES FOR WHICH EXEMPT
e n

24, Contributions, gifts, granta, ete.

{a) Pald out in prior years
(b) Pald cut within the year (List each class of activity for which disbursements wers made and
show ssparsts total for each):

2567T—563——86
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Schedule A—BALANCE SHEET AS OF THE BEGINNING OF THE YEAR Fam
ASSETS

1. Cash I
2. Notes and dvabl s

Less: Raserve for bad debta =
a
&I ing bifgats
5 in 1 bonds, ete.
6. nts in corpe stocks
7. Other 3.
8. Capital azsets:

(s) Deprecishle (and dopletable) assets (attach itamired scheduls) | § -

Less: Reserve for (und deplstion)

{b) Land
6. Cthar anssts %
10 Total assets. “ﬂ

LIABILITIES

11. Accounts payuble N o
12. Bonds, notes, and mortgages payable;

(8) With original maturity of less than 1 year. SUERAEE T | IR —

(b} With original maturity of 1 year or more
18, Other Habilities ) 3 |
b8 Total OIS

NET WORTH

15, Capital stock:

{e) Preferred stock 3

{b) Common stoek....... ' J—
18 PR
17. Paid-in or capital surpiua (or donated capltal if a trust)
18 Burplus resarven (itsmise) 5
19. Exrned surplus and undivided profita
20, Total nat worth
0 Total liabilities and net worth 3.

1. An annual statement of gross income, receipts, disburse- | from and the name and address of each wuch person shall be
ments, etc., on this form, is required by law of every organiza. '“.Muuhntwlu. {Tha term “person” includes individ-
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"Mr. Forano. May I ask a question, Mr. Chairman?

Mr. Hays. Mr, Forand.

Mr. Foranp. Mr. Sugarman, who many of these reports did you say
are filed now?

Mr. Sucarman, We have a total number of returns, forms 990
and 990-A—— '

Mr. Foranp. How many of those are there?

Mr. SuvearmaN. Slightly in excess of 100,000 per year.

Mr. Foranp. How many of those are examined? Are they all
examined or do you make a spot check like they do with the income-tax
returns?

Mr. Sucarman. We tend to make a spot check. We have a regular
procedure for surveying and examinin(% them, and under our pro-
cedure we are able to reach about a third of them each year,

Now, that means the spot check survey, checking examination of
the returns—we go into a more intensive examination, which will
include a field examination where there are doubtful items shown
by this initial survey.

Mr. Foranp. Is it the idea of the Bureau to expand this operation
so that there will be more returns examined, just like the process that
is now developing regarding the income tax returns?

Mr. Suearman. We have been making studies on that whole subject,
partly in connection with' the reorganization of the Bureau that is
going on now, and partly as a result of the 1950 legislation which,
of course, has introduced new elements that we must administer.

We are studying it from the standpoint of additional sampling
techniques, and also from the standpoint of possibly decentralizing
further aspects of the work, to provide an examination closer at the
home of the organization. -

I mifht say, of course, and I am sure you will realize, that we
probably can never and probably should never, get to the point of
examining every one of these returns because we do not have the
manpower, and it probably is not necessary from the standpoint
of the economy to look into every one of them, but we are developing
scientific sampling techniques with a view to getting around to an
audit of all the questionable returns, and to hit each one of these
over a certain period of time.

Mr. Forann. Thank you; that is all.

Mr. Hays. Mr. Simpson’i

Mr. Smreson. Well, you have a sentence in here which says, “Durin
the 2-year period ending June 30, 1952, the exemptions under 101 (6?
of l“.s}.[:q:‘rozz'um?mtel_'y 55 organizations were revoked.”

r. SUGARMAN. Yes, sir.

Mr. Smeson. That 1s 55 out of two times 14,000 would it be?

Mr. SugarMaN. No, sir. It would be 55 out of the total 101 (6)
category. Now, that is based upon a total of—well, your statement,
I am sorry, your statement is approximately correct. It is 32,000,
the figure I am referring to.

I might say that that 55 figure is based upon the events since the
last cumulative report, which was 2 years ago.

Mr. SimpsoN. Yes; plus a very low figure percentagewise, is it not?

Mr. Svearman. Percentagewise it is, yes, sir. %011 understand,
of course, that the 32,000 include all of the organizations under 101 (6),
all of those that are described actually in section 23 (o) and 23 (q)
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of the Internal Revenue Code, which has, as you know, slightly differ-
ent provisions. .

r. Stmpsown. 1 just want to say, Mr. Chairman, this is a very fine
summary ; it is very helpful to the committee.

Mr. Hays. Thank you.

Mr. Goodwin?

Mr. Goopwin. No questions.

Mr. Havs. Mr. Keele? .

Mr, Stueson. I am curious on one other aspect. Under that sec-
tion that is in the law now denying exemption where the groug are
on the Attorney General’s list and are Communists, and so so, I am
curious to know how frequently you have occasion to use that provision
of law. In other words, will a group come in and admit that they
are aiding the Communists?

Mr. Sucarmax. I might say in regard to that, Mr. Simpson, that
that law was enacted in 1950, of course, and is under the administra-
tion of the Department of Justice, and we have been following that
very closely, and the present situation appears to be this: that the
Department of Justice has instituted its first attempt to enforce it
through, as I understand it, the Communist Party, and they have
gotten into a legal wrangle on that. -

As a result there have been actually no lists issued by the Attorney
General under that statute. In other words, we have no informa-
tion from that source, as yet, and I do not know when that will be,
but a‘%parent.ly. when they %et the legal aspects of it clarified then
we will be able to get our information.

I might add, however, separate from that which is under the Inter-
nal Security Act, we have available the lists which have been issued
by the Attorney General under the loyalty program, and those have
been issued under Executive orders, and certified to the Civil Service
Commission.

Our procedure is to watch that very carefully and, of course,
v{le d}o not have any organizations granted exemption which are on
that list.

Mr. SimrsoN. Are there foundations which do not claim exemption
which are for charitable purposes?

Mr. Svearman. As I indicated earlier, there may be a number of
trusts which will contribute a large part of their income to charitable
purposes. They have an unlimited deduction, assuming they qualify
under the statute, so they may be wholly or partly for c arital:ﬂe pur-
poses but do not claim the exemption.

Mr. SimesoxN. Yes. _

Mr. Sucarman. They are subject basically to the same rules, how-
ever, under the 1950 legislation. They are required to fill out a form,
1040 A, which has the same publicity requirements; that is also on file
in the directors’ offices. :

Mr. Srmeson. But is it possible that there would be a true founda-
tion which does not claim the exemption, and may be using its money
for Communist purposes?

Mr. Suearman, Well, of course, I suppose that is always possible.
The only answer I can give is that to the best of our knowledge, based
on investigations, none of them are exempt at this time.

Mr. Srmeson. You would not know about it, even about the existence
of the foundation, unless it claimed the exemption, would you ?
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Mr. SucarmaN. No; I would have to disagree on that, sir, for this
reason : Through our directors’ offices or the former offices of collectors
and special agents and revenue agents-in-charge, we are, of course, at-
tempting to keep aware of any items which will come to our attention.

The directors’ offices also have the obligation to canvass for delin-
quent or failure to file returns, so that we have, based on our regular
procedures, either an exemption return form 990 or 990-A, individual
or also individual or corporate trust returns, from these organizations.

I might say, Mr. Simpson, if I can add one thought, of course, we
are not able to have a policeman at every corner to dig out all of these
organizations, but we have the sampling investigative techniques in
which we attempt to obtain that information. i

Mr. Someson. I understand that.

Mr. Keere. Mr. Sugarman, among those to whom questionnaires
were sent was the Robert Marshall Foundation. We were advised
by the foundation that they did not fall within the purview of the
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revoked. :

On investigation we found that to be the fact, and it would appear,
therefore, that we have no jurisdiction over that foundation.

Do you recall that incident or the circumstances surrounding the
revoking of the exemption of the Robert Marshall Foundation ¢

Mr. Svearman. I personally do not. I was not in charge of that
work at that time.

Mr. Keere. Do you know of it from your work or experience?

Mr. Svearman. I do know the exemption has been revoked. We
will be glad to supply for the record of the committee the date or the
year that.exemption was revoked.

Mr. KeeLe. Do you know the grounds on which it was revoked ?

Mr. Suearman. Our files will show that, Mr. Keele.

I was checking a release which we issued a number of years ago
to see whether or not that name appeared on it. It did not.

I can say this, generally, that as to that organization, the denial of
the exemption was, of course, based upon the fact that it was not
operating in accordance with the exempt purposes. Now that, of
course, is a matter of the section 101 (6§} operations where it has to
be charitable or educational. '

Mr. Keere. You do not know beyond that as to what it was doing ¢
You say it was not doing that which it was required to do undernfia
exemption. Do you know what it was doing or what the charges were
that were brought against it as to its activities?

Mr. SucarmaN, Mr. Keele, I have not reviewed that file, and I
could not at this time describe that. I did not attempt to do that before
these hearings. ;

Mr. Keere. You were not asked to do that, I don’t believe, and were
not told that the question had arisen.

Do you have knowledge of any of the other cases where the 55
instances were instances where exemptions have been revoked, as to
the circumstances surrounding those? :

Mr. SuecarmaN. They would all be revoked on the same general
ground of operating contrary to the provisions of section 101 gﬁ).

Of course, that depends upon a detailed factual analysis of just
what the organizations have been doing, and those are taken up as
individual cases. :

o+
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I wish to make it clear that in each of these instances where we re-
voke or deny exemption, it is a matter of determining the facts which
we obtain from the organization or from our field investigation, and
it is a case-by-case analysis.

Mr. Keere. Mr. Sugarman, would you be in a position to express
an opinion as to whether or not the Bureau is presently equipped from
the point of view of workload and manpower to investigate with any
degree of thoroughness those organizations which are or may be en-

d in subversive activities?

r. SuaarMaN, I would have to answer your question this way and
it, perhaps, is a typical answer : That we do not have enough people to
do the job we would like to do. I am not sure we will ever be able to
reach that point. The Revenue Act of 1950, of course, has added to the
job we have to do in the sense of providing additional specific provi-
sions as to the nature of activities of organizations which are to be
granted exemption or denied exemption, including the related deduc-
tion provisions.

I will say this, however, that as I indicated, in answer to a previous
question, we are studying this matter now with the view of providing
a more effective enforcement through field offices. Now we are in the
position, of course, of having the major responsibility for collecting
taxes. Kach of our front-line enforcement officers is, on the average,
able to produce $86,000 of additional tax revenue.

Every time we take one of those men off the job of examining tax-
able returns, and putting him into other fields of activities, we have a
serious question of the proper use of Gur manpower.

We recognize the importance of this field, however, and that is the
reason we are making this study at the present time of additional means
we may use to give effect to the provisions of the Revenue Act of 1950.
Those studies have not yet been completed, and for that reason I am
unable to tell you at this time of the precise measures we will take, but
I do wish to express that we do recognize the importance of it.

Mr. Havs. Mr. Sugarman, we thank you very much, sir, for a very
fine presentation.

. SuaarMaN, Thank you very much.

Mr. Havs. We appreciate the work you have done on this, and the
members of the Ways and Means Committee are particularly interested
in what you have submitted. It hasbeen very helli')fu].

Mr. Sucarman. Thank you.

Mr. Keere. I think it should be added, and I would like to say
to the committee at this time, that they have been very helpful in
conferences that we have held, numerous conferences we have held,
with numbers of their staff, and they have been most helpful in
supplying us with information and advice.

. SuearmaN. Thank you.

Mr. Hays. Thank you.

Do you want to call Dr. Andrews back, Mr. Keele?

Mr. KeeLe. Yes; if Dr. Andrews will take the stand.
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STATEMENT OF F. EMERSON ANDREWS, RUSSELL SAGE
FOUNDATION—Resumed

Mr, Keere. Dr. Andrews, you testified yesterday, I believe, and
one or two questions have occurred to the committee, or to the staff
members since you left the stand. )

One point that Dr. Hollis made is that, in response to a question
from me, the foundations or their prototypes have from earliest times
enjoyed tax exemption. .

Is it not a fact that when the Rockefeller and Carnegie philan-
thropes were first instituted around the turn of the century, and
in the first decade of this century there were no income-tax laws from
which they could gain exemption? Is that correct?

Mr. A~xorews. That is a fact which, I think, certainly ought to
be emphasized. The personal income tax, I believe, began in 1914,
so that most of the early large foundations were established bfy T-
sons who received no exemption on their income as a result of their
gifts to those foundations. )

Mr. Keere. The point is then that, as regards those early philan-
thropies, there was no question of tax benefits, or the tax incidents
were not considered as a factor in the setting up of those foundations;
is that not correct?

Mr. Axprews. Personally, that is a fact in regard to their personal
taxes.

Mr. KeeLe, Of course, that has changed with the advent of the
income tax, and with the change of the tax structure.

Mr. Axprews. It might be said, too, that the corporation tax was
at very low levels until 1936. :

Mr. Keere. Has your attention been directed in the course of your
work to the activities of organizations which are taking advantage
of the tax structure relative to tax-exempt philanthropies and chari-
table organizaticns, such as the Textron Corp., and that group of
organizations with which Mr. Royal Little is concerned? Have you
ha% occasion to look into their activities at all?

Mr. Axorews. We are, of course, with Mr. Royal Little’s five foun-
dations. We have seen the hearings that Senator Tobey presided
over in the Senate, and I.have some correspondence, although I have
never personally talked to Mr. Little.

Mr. Keeie. Have you any views or suggestions or comments to
make with reference to that group of organizations or organizations
of that type, and as to the eﬁl;act that their operations may have on
the general feeling, the public view, shall we say, that is held with
regard to foundations?

r. Axprews. I think Mr. Little’s foundations are one example—
and there are others—of foundations which were set up from quite
mixed motives, :

Mzr. Little, I think, is thoroughly sincere in believing that he is
a crusader in the field of getting income for business. He believes
that present tax laws limit the amount of capital a business can
accumulate so that it cannot expand as rapidly as private enterprise
ought to expand, and he has, therefore, useg the device of the founda-
tion with the tax exemption that the foundation acquires, and with
a charitable beneficiary, as one means of building up large sums of
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capital which, at various times, have been borrowed for business
enterprises.

He tells us that he does pay his trustees. I believe the trustees
of the Rhode Island Charities Trust receive 1 percent of the corpus
per year, and that is based upon the corpus, according to Mr. Little,
so that they, too, shall have an interest in increasing that corpus as
rapidly as poss'bﬁe. They are relieved from the restrictions on many
trustees as to relatively safe investments. _ .

They are supposed to use their money as venture capital in the
business sense, to build up as large a corpus as quickly as possible,
and they have done that, as you know. I think a $100 original invest-
ment was kited to something like $5 million in the case of one of
these trusts.

Mr. Foranp. May I say right there, isn’t that the Rayon Corp., of
which Bayard Ewing is t{le sole trustee?

Mr. Axprews. I have been called here without previous warning,
and I do not have the actual data in hand, and I cannot positively
answer that.

Mr. Foranp. I am quite sure that is the one.

Now, so far as the Textron Foundation, or whatever it is called,
is concerned, there has been a great deal of disturbance among the
people in my home State of Rﬁ;de Island, because the money that
was supposed to have been borrowed from the several foundations
organized by Mr. Little was used to purchase textile plants that were
in operation. Then he would liquidate these plants, sell the ma-
chinery, retain the trade-mark of the goods that were then manu-
factured, and close the plants down. :
~ In fact, just within the last 6 months Textron took over the Lons-
dale Co., cfosed down the Berkeley mill, which is in the very village
in which I live, and in addition he is now working toward the closing
of the Blackstone mill, formerly of the Lonsdale %o.

It is looked upon as a real abuse of the foundation in that case,
in cases such as the one Mr. Little has developed, and we think it is
mighty unfair to other foundations who are organized for real pur-
poses of helping people rather than throwing people out of work
and moving the capital from our State of Rhode Island to other
parts of the country and to Puerto Rico, and I would like to have
all the information that you possibly could give the committee on
that type of corporation to see if the committee can do anything to
correct such a thing. )

Mr. Anprews. I ﬁo not quite see that legal means as yet—speakin
personally, now, I have never been happy a%out foundations organizeﬁ
primarily for purposes other than pug ic welfare. Legally, obviously,
that can be done and, presumably, the charitable orgamizations will
eventually benefit. But whenever a business purpose and a charitable
purpose are combined in one organization, one always fears that the
charitable purposes may come out at the short end.

Mr. Foranp. That is what is happening. It appears now that what
has been done with the money of this foundation is that very little
of it is going into these charitable organizations at the present mo-
ment. They are building up the corpus and using that corpus on
loan to Textron and other similar organizations %or strictly com-
mercial purposes. So if you have an opportunity to give that some
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thought or make some recommendations to-the committee, I am sure
the committee would appreciate it very much.

Mr. Anprews. I will consider it further.

Mr. Foraxp. Thank you.

Mr. Keere, Mr. Andrews, you spoke yesterday at the end of your
testimony relative to public accountability or the re%;lirement of,
the possible requirement, of having foundations make full reportin
of their activities. You are familiar with the forms now require
to be filed by tax-exempt foundations?

Mr. AxprEws. Yes, sir.

Mr. Keere. Under the 1950 act, are you not?

Mr. AnprEws. Yes, sir.

Mr. Keere. Does the information cover—do the information re-
turns cover—the ground that you had in mind when you spoke yester-
day and read the answer of the Russell Sage Foundation, the answer
to our questionnaire, relative to reporting? _

Mr. AxprEws. No, sir. I think more is needed. Those are pri-
marily financial reports. It is true that in addition to the financial
statistics they do require a listing of the persons receiving grants
but I should like to see in a report a much more complete report of
activities, that is, the nature of the activities, what it is planned to
accomplish, and probably personnel. None of those things are re-
quired in 990-A.

Mr. Keere. That is all I have.

Mr. Hays. Thank you very much, Mr .Andrews.

Mr. AnprEws. Yes, sir. ;

]Mr. Kzere. General Simmons, will you take the stand. Be seated,
please.

STATEMENT OF JAMES STEVENS SIMMONS, DEA-H, HARVARD
. SCHOOL OF PUBLIC HEALTH

Mr. Keere. Will you tell the committee your name and your posi-
tion at the present time. :

Mr, Stmyons. James S. Simmons, Brigadier General, United States
Army, retired, and I am dean of the Harvard School of Public Health
at the present time.

Mr. rE. All right.

We have asked you to come down here today, General Simmons,
to discuss with us and to tell the committee what, from your work
and experience, you know of the impact of the foundations and their
work in the field of medicine and public health on our society today.

I wish you would proceed in your own way to discuss that subject
with the committee.

Mr. Smaaons. Mr. Keele, I have a prepared statement, and with
the permission of the Chairman, I would like to read that.

‘Mr. Hays. All right.

Mr. Smramons. I'believe it will give you my views.

Mr. Hays. We will be very g]a§ to hear it, General,

Mr. KeeLe. Very well.

Mr. Siumons. Mr. Chairman and members of the committee, I
appreciate the honor of being invited to come here and give you my
concept of the contribution which the philanthropic foundations
have made to medicine and public health. I am glad to comply, but
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first I must make it clear that I am not an expert on foundations. I
am a physician and 30 years of my life were spent in the Medical
Corps of the Regular Army, where I was engaged in teaching, re-
search, and administration in the special fields of bacteriology and
military preventive medicine. Since retirement from the Army 6
1yq'ears ago, I have continued to work for both military and civilian
ealth-——as consultant to the Armed Forces and as dean of the Harvard
School of Public Health. Therefore, I will have to talk with you
not as a foundation expert, but as one whose life has been spent work-
ing for better military and civilian health.
aturally, my work has-brought me into contact with many founda-
tions and I am keenly aware of the constructive job many of them
have done in helping to finance education, research, and direct field
service both in medicine and public health. I have served on the
scientific advisory boards of several foundations, including the Gorgas
Memorial Institute, the Leonard Wood Memorial for the control of
leprosy, the National Foundation for Infantile Paralysis, the Ameri-
can Foundation for Tropical Medicine, and others. Also, I have
worked in close contact with still others, including the Rockefeller
Foundation, during my Army service and in my present position at
Harvard, as dean of the School of Public Health.

There are, of course, many other foundations with which my per-
sonal experience has been limited, or with which I had no contact
at all. This is obvious when we realize that in his book, entitled
“American Foundations and Their Fields,” Mr. Raymond Rich in
1940 listed 71 foundations that were spending money in the fields of
medicine and public health.

I believe I can best give you my concept of the importance of the
contribution which has been made by these philanthropic agencies by
dividing this statement into four parts: First, I should like to men-
tion certain advantages of nongovernmental financial support in the
field of medicine and public health; second, I shall brieé;;J indicate
the rapid progress which has been made in the health sciences during
the last generation; third, I shall give examples of the way in which
at_least one great foundation has contributed practically to this
achievement; and, fourth, I should like to raise the question as to
their future role in America’s emergency health program.

Now for the advantages of foundation financing :

The money of a foundation can be considered as “risk” capital. It
can be spent for the benefit of the Fpub]ic in many ways which are not
permissible with public funds. Foundation money can be risked on
exploratory activities, either in a basic effort to find the solution to
unanswered questions or in the field trial of suggested methods, the
usefulness of which has not yet been proven. In the field of my pri-
mary interest much fourrdation money has gone into education and
into the investigation of basic problems. It has been used to train
specialists, to search for the causes of disease, to discover methods for
their prevention, and to find links in the chain of transmission that
might be easily broken. Foundation money has also gone into the
application of new knowledge and the use of the available informa-
tion to secure practical results in the most direct and efficient manner
possible through the administration of public health methods.
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An index of the effectiveness of such pioneering work is the extent
to which it has led to the subsequent general application of originally
experimental methods on a broad scale with the support of public
funds. In many instances Government has taken over health func-
tions which were once financed entirely or partl}x; by foundations. For
example, the present structure of our local health agencies in the
Unite '-étabes #s growsn to a large extent from the piomeering work
of the Rockefeller Foundation’s Sanitary Commission and its sue-
cessors in the field of hookworm control and local health development.

The great wartime research program financed by the Armed Forces
and the Committee on Medical Research of OSRD and the current
programs of the Armed Forces and the Public Health Service have
all been modeled, at least in Eart, on the experience furnished by
foundation projects. It might be added that the foundations likewise
have extenti)ed the earlier basic researches made by our military
pioneers, as, for example, the programs of hookworm eradication and
the control of malaria and yellow fever. )

In brief, one of the important functions of foundation money has
been to expedite the application of new knowledge quickly and on a
broad scaﬁf A great advantage of the private foundation in such
exploratory work is its flexibility. It can change programs rapidly,
add or subtract funds easily, shift personnel on short notice, and with
more freedom than is usually possible for Government-controlled

rojects, which of necessity must be subject to more rigid controls.
e president of one great foundation is said to have remarked, face-
tiously, that “the function of a foundation is to make mistakes.” I
believe this is true, because any foundation which is unduly worried
about the possible failure of its programs of investigation is in no
position to make a great and lasting contribution to the advancement
of knowledge. '

Thus, as I see it, the great advantage of foundation financing is its
“risk” money. FEfficient safeguarding of Government money, on the
other hand, usually calls for more caution and for careful investment
in surer opportunities. The foundations have helped enormously to
stren%then Government programs of research and education and to
extend their application to t%e_ people of the world. Also, they have
made &.unique contribution to international good will, since they have
been able to operate in many foreign areas where help from our
Government might not have been accepted.

A century of progress in public health: Now, I should like to indi-
cate briefly the unique progress that has been made in medicine and
public health during the last century, in order that we may visualize
more clearly the contribution of the foundations to this progress. The
great American foundations are a product of our modern age of rapid
economic and social development and scientific discovery. The out-
standing example is afforded by the philanthropic organizations estab-
lished by Mr. John D. Rockefeller. When one recalls the period dur-
ing which he lived, it is not surprising that so much of his wealth,
like the funds of subsequent foundations, was invested in the con-
structive fields of medicine and public health.

At the time of Mr. Rockefeller’s birth in 1839, the great pioneer
Louis Pasteur was only 17 years old ; and no living creature on the face
of the earth was aware of the microscopic causes of the numerous in-
fectious diseases that had always afflicted the human race. During the
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98 years which passed before Mr. Rockefeller’s death in 1937, he had
accumulated his great fortune. Also, he was privileged to watch the
birth and the phenomenal growth of the entire structure of modern
medicine and public health. It therefore seems natural that he and
bhis family, with their deep sense of social responsibility, should have
been attracted to this exciting new venture which held so much prom-
ise for mankind, and that as his fortune grew he should have invested
so heavily in the prevention of disease.

The basic sciences from which modern medicine developed were not
born until after the Civil War. Even as late as 1872 when the Amer-
ican Public Health Association was established, Pasteur had only
recently announced his discoveries on fermentation, his work on silk-
worm disease in France and his revolutionary new germ theory of
disease, which was not generally accepted until much later. Laster
had just started his so-ca%led antiseptic surgery, Robert Koch had only
begun his pioneer work in bacteriology and he had not then dis-
covered the causes of anthrax, tuberculosis, or cholera. The whole
science of microbiology was yet to be developed.

During the next three decades the basic medical sciences grew rap-
idly and the causes of many diseases were discovered. However, even
at-the turn of the century there was still an enormous lag in the devel-
ogment of epidemiology and in the application of all this new knowl-
edge to the treatment and prevention of disease. In 1900 the death
rate for the United States was still about 17 per thousand and the
expectation of life at birth was about 47 years. The disease death
rate among American troops in the Spanish-American War was
around 25 per thousand per annum, and typhoid, as many of you
know, was a serious cause of disability and death. The mosquito
transmission of malaria had been announced 3 years earlier by Ross
in England and by Grassi and his associates in Italy. But this infor-
mation had not been applied for the control of the disease and
Maj. Walter Reed had not yet completed his heroic experiments in
Cuba on yellow fever.

Since 1900, truly remarkable progress has been made both in medi-
cine and public health. Today our national death rate is less than
10 per thousand and the expected life span is more than 67 years.
Many diseases are still too prevalent, but the mortality from childhood
infections has been reduced about 97 percent. Likewise, the incidence
and death rates for infections of the intestinal, respiratory, and insect-
borne groups have been greatly decreased. In brief, our country’s
health now compares favorably with that of the other leading nations
of the world. -

Another good yardstick with which to measure this progress is
afforded by the increasing effectiveness of military meld)icine and
surgery, and esgg}rlzially the great advances made in military preven-
tive medicine. ese advances are indicated by the decreasing death
rates from disease in the last three wars, and the Army rates are
representative of the Armed Forces as a whole. These rates were as
follows: Spanish-American War, 25 per thousand per annum ; World
War I, 16 per thousand; and World War ITI, 0.6 per thousand.

This brief review indicates that great f)rogress has been made, and
1 am sure you will agree that the medical profession and all its allied

rofessions can be proud of their accomplishment. Many charitable
oundations have helped in the performance of this job, and I wish
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it were possible to mention them all. Instead, however, I shall use
the Rockefeller Foundation as an example of the type of contribution
that has been made by these foundations. .

Rockefeller contributions: It would be difficult to estimate the total
professional contribution made by Mr. Rockefeller and his family to
this great century of progress in public health. The exf)endltures of
the various Rockefeller boards and agencies have approached $1 billion
and a large portion of this has been invested in human health. The
Rockefeller Institute for Medical Research was formed in 1901; and
the General Education Board, which was established in 1902, has spent
large amounts for the support of our medical schools.

Hookworm control and local health development : Later, the Rocke-
feller Foundation’s sanitary commission was formed, and in 1910 it
began a campaign against hookworm in 11 Southern States. This
program had a far-reaching effect on the evolution of American public
health which is exemplified by the experience of my home State of
North Carolina. In 1910, the year the campaégn started, the total
annual appropriation for the North Carolina State Health Depart-
ment was only $2,500. . The sanitary commission put on an intensive
campaign—going into every county and every township of the State.
They found many cases of hookworm disease in the eastern section of
the gtat:e. All of these people were treated, and a program of envi-
ronmental sanitation was carried out. However, the most important
result of this campaign was not the eradication of several thousand
cases of hookworm, but the fact that it aroused the citizens of North
Carolina and made them aware of the advantages of good health.
They realized for the first time that they did not have to put up with
preventable diseases and this spurred them on to work and vote for
more effective public_action in the protection of our people. As a
result, my State rapidly expanded its health facilities and activities;
and 11 years later 1t was spending approximately three quarters of a
million dollars a year on public health. Today, North Carolina’s
annual health budget is over $414 million, and they have an excellent
health department.

During this health campaign, another Rockefeller agency, the Gen-
eral Education Board, conducted an active program designed to teach
the farmers and housewives of North Carolina better methods of farm-
ing and living. Farm agents demonstrated modern methods of culti-
vation and showed people how to improve the yield of their crops.
Home-demonstration agents went into the homes and taught the people
how to improve their living conditions—how to sew, how to can and
preserve their food, and how to prepare healthful, nutritious, balanced
meals for their families.

The combined influence of these two %rass-roots Rockefeller pro-
grams did much to stimulate better health and the rapid economic
development of North Carolina. Within 11 years the State had not
only improved its health, but had increased enormously its agricul-
tural productivity ; and it is significant that most of this agricultural
development took [i-]lace largely in the eastern part of the State where
hookworm disease had former?y_ been most prevalent.

. __The Rockefeller International Health Board: The next important

Rockefeller contribution was begun in 1913 when members of the
sanitary commission had completed their initial work in the South
and were included in the new International Health Board as a part of
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the Rockefeller Foundation. The latter board, under the direction
of Mr. Wyckliffe Rose, began its work at a significant period in the
evolution of American public health. '

Postgraduate education in public health: The year 1913 repre-
sents an important milestone in American health. It marks the be-
ginning of organized postgraduate education for civilian public-health
workers in this country. The Army Medical School here in Wash-
ington had been available for training military preventive medicine
since 1893. Some of the universities had provided advanced training
for a few civilian health specialists, as for example, at the Harvar
Medical School, which had organized a department of preventive
medicine in 1909 under Dr. Milton J. Rosenau. However, prior to
1913 none of our present 10 schools of public health had been estab-
lished and there was an urgent need for experts trained in this field.
Many of the health officers of that time held political appointments
and had little competence in this special field. Thus, the bottleneck
to further progress-in public health was'the need to recruit and train
adequate numbers of first-class-health leaders and administrators.

T(Lis need for personnel, which is a perennial one, stimulated three

reat health educators to take action; and on July 30, 1913 Professors
ﬁosenau and Whipple of Harvard University with Professor Sedg-
wick of the Massachusetts Institute of Technology organized in Bos-
ton the first postgraduate school of public health in the United States.
‘This pioneer institution was first named the Harvard-MIT School for
Health Officers, and, later, the Harvard-MIT School of Public Health.
It was operated jointly until 1922 when it was taken over completely
by Harvard ancf became the Harvard School of Public Health, of
which I am now dean. During its 8 years of operation the Harvard-
MIT School had a distinguished faculty and trained a total of 294
health specialists, including some of the most eminent leaders of our
profession. It also stimulated the development of similar training
centers in other parts of the country. According to Dr. Lewis Hack-
ett, Rockefeller officials, including Rose and Flexner, came to Boston
in 1913 to discuss with Rosenau and his staff the policies of the new
International Health Board and to recruit personnel for it. At that
time Dr. Hackett, who was Rosenau’s first assistant, decided to join
the foundation, and subsequently other disti-nguisheél Harvard grad-
uates were added, including Dr. Mark J. Boyd, Dr. George K. Strode
and Dr. Paul F. Russell. :

Five years later, the foundation made available the second Ameri-
can training center for public health by endowing the Johns Hopkins
School of Hygiene and Public Health, which opened its doors in
Baltimore in 1918. Since that time, both the Harvard and Hopkins
schools have received generous support from the foundation, as have
many other public health schools and institutes in this country and
abroad. In the period from 1913 to 1950 the total Rockefeller ex-
penditures for this type of education amounted to more than $21
million. This has been sugplemented by an extensive fellowship pro-
gram designed to recruit health specialists in all parts of the world
and finance their training in world centers of medicine and public
health. This fellowship program has operated for over 35 years at an -
added cost of about $25 million.

As I look back on the total contributions of the Rockefeller Founda-
tion and other American foundations to the education of health spe-
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cialists, I am grateful; for, without their help, our Government could
not, and probably would not, have done the job so well.

Special campaigns against disease: I shall not enumerate all the
other contributions of the Rockefeller Foundation to public health.
The total expenditures in this field are estimated at about $100 million.
Instead I will indicate how they have assisted our own and other

overnments through cooperation and the extension of existing know-
edge concerning the control of certain diseases of international im-
ortance. The total amount spend for specific disease control has
n about $20 million, and this has been used for research and for the
field investigations of many diseases. However, because of m{; inter-
est in military preventive medicine, I shall only talk about three of
these programs; namely, the campaigns against hookworm disease,
malaria, and yellow fever—all of which extend the discoveries and
field observations made by early military scientists.

To orient my story, I will start with George M. Sternberg—an early
medical scientist of our Regular Army who served through the Civil
War, and who, with Pasteur and Koch, was a pioneer in the develop-
ment of the young science of bacteriology. General Sternberg pub-
lished the first text on bacteriology in this country ; and Robert Igoch
referred to him as “The father of American bacteriology.” We were
fortunate in having him as Surgeon General of the Army from 1893
to 1902 and his first act was to establish the Army Medical School
for postgraduate training with special emphasis on military preventive
medicine and research. Walter Reed was the first professor of bac-
teriology at this school, which has produced a succession of distin-
guished early leaders in preventive medicine, including Carroll, Craig,
Vedder, Darnell, Russell, Nichols, Siler, Whitmore, and others. Fol-
lowing the Spanish-American War, General Sternberg or%anized spe-
cial Army research boards in Cuba, the Philippines, and Puerto Rico
to study the diseases of these newly acquired possessions,

The Cuban board, under Maj. Walter Reed, furnished proof of
the unconfirmed work of Carlos Findlay and showed that yellow fever
is transmitted by Aedes mosquitoes. It also proved that the disease
is caused by a filterable virus. This information was immediately
applied by Gen. William C. Gorgas for the eradication of yellow fever
in Habana, and later in the Panama Canal Zone. It provided a sound
basis for the subsequent defense of the United States against the
disease, and we have not had an invasion since 1905. Also, it led
directly to the world-wide Rockefeller campaign against yellow fever.
In fact, while he was Surgeon General, Gorgas was selected as Director
of the Rockefeller Yellow Fever Commission in 1915, and was respon-
sible for its organization and plans. During the last 30 years this
great campaign, carried forward at a cost of about $8 million, has
uncovered much new information about yellow fever—its endemic
jungle centers, its extensive roden reservoirs, and its numerous mos-
quito vectors.

Naturally, some mistakes have been made, as for example the un-
fortunate claim of Noguchi that Leptospira Icteroides was the etiologic
agent, but the total contribution has been of enormous benefit to man-
kind. Since the discovery of jungle yellow fever, we know that Gen-
eral Gorgas’ dream of early world eradication is still far from a
reality; but we are now armed with more knowledge about the
epidemiology and control of the disease and we now have an effective

25677—53——17
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vaccine produced by the Rockefeller Foundation with which to pre-
vent it. Early in World War II, the Army began the use of this
vaccine to protect troops sent through the endemic areas of South
America or Africa, and 1t is still an important part of our military and
civil defenses against yellow fever. '

Next I will take up the Rockefeller hookworm camf:aign_, already
mentioned, in North Carolina, which likewise followed the earlier work
of an Army scientist, Col. Bailey K. Ashford, who went to Puerto
Rico after the Spanish-American War. Ashford, formerly a pupil
of the helminthiologist, Prof. Charles Waddell Stiles, discovered that
a disease known as malignant Puerto Rican anemia or tropical chlorosis
was in reality massive hookworm infection. The extensive treatment-

rogram which he began in 1899, improved the health of Puerto
Eicans and afforded a pattern for the later campaign of the Rocke-
feller Commission in the southern United States, and for the extended
work of the Foundation in other parts of the world. In 1950 it was
estimated that the Foundation had spent a total of almost $4 million
on its various hookworm programs.

A third great Rockefeller pro%ram has been its campaign for the
investigation and control of malaria. Here again initiation of the
program was influenced by various Army scientists. When General
Gorgas started his attack on yellow-fever mosquitoes in Habana the
English and Italian scientists had only recently discovered that ma-
laria is transmitted by Anopheles mosquitoes. Therefore, he broad-
ened his control methods in Cuba and later in Panama, to include both
diseases. In the meantime, Col. Richard Pearson Strong, Col. Charles

.F. Craig, and their successors, working with the Army’s Research
Board in Manila and elsewhere, were adding to our knowledge of the
military control of malaria; and officers of the United States Public
Health Service were extending the control of malaria in our Southern
States. Malaria had long been recognized as the most serious affliction
of man in tropical and subtropical countries all around the world, and
it was logical that the Rockefeller Foundation should decide to attack
this world scourge. This program included both laboratory and field
research on control. It was carried on by many distinguished malari-
ologists, including Lewis W. Hackett, Samuel T. Darling, Mark F.
Boyd, Paul F. Russell, Fred L. Soper, and others, and the results
represent another triumph for public health.

Wartime cooperation with the United States Army: As an Army
officer, I am of course keenly interested in these disease campaigns and
in the close integration of the Army’s program of preventive medi-
cine and the health programs of the Rockefeller Foundation. Also,
I am proud of the fact that Army scientists have helped in the de-
velopment of the Foundation’s health policies. I have already men-
tioned the fact that in 1915 Surgeon General Gorgas retired to direct
the Rockefeller Yellow Fever Commission. In 1923, another Army
scientist, Gen. Frederick F. Russell, was selected as director of the
Rockefeller International Health Board. General Russell had taught
bacteriology at the Army Medical School and had developed the ef-
fective triple-typhoid vaccine which has been used to protect Amer-
ican fighting men in two World Wars. During World War I, he
directed the Army’s preventive medicine program as Chief of the Di-
vision of Laboratories and Infectious Diseases in the Surgeon Gen-
eral’s office. Under his dynamic direction the Rockefeller international
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health program underwent a great expansion with increasing effective-
ness. Iéime his retirement from the Board, his distinguished suc-
cessors, Dr. Wilbur Sawyer, Dr. George K. Strode, and Dr. Andrew
J. Warren, have ably continued and extended further the programs
which he started.

This traditional relationship of the Rockefeller Foundation and the
Army is further 'fointed up by the assistance afforded by the founda-
tion to our armed services during World War II. As wartime Chief
of the Preventive Medicine Service in the Office of the Surgeon Gen-
eral of the Army, I was privileged to act in the planning for the
. Army’s program of prevention, and on the many occasions when

we calle£ on the foundation for help, it was always given freely and
effectively. Various members of the foundation served as special
consultants to our Preventive Medicine Service, including the present
Director, Dr. Andrew J. Warren, who became a member of the Army
Epidemiological Board, Dr. Wilbur Sawyer and his assistants, who
helped in the manufacture of yellow-fever vaccine for American
troops, Dr. Fred L. Soper and others who worked closely with our
U. 8. A. Typhus Commission in north Africa and Italy, and Dr. Paul
F. Russell, who was commissioned as a colonel and joined my staff as
Chief of our Malaria Control Division. _

Some of the scientific discoveries of the war have helped to in-
crease the effectiveness of the health work of the foundation. As you
know, the great wartime program of medical research initiated by
the Armed Forces through the National Research Council and the
Clommittee on Medical Research (OSRD) and conducted by various
governmental agencies and civilian institutions between 1940 and
1946, provided many new weapons with which to cure and prevent
disease. Certain of these weapons, for example the new chemothera-
peutic and chemoprophylactic drugs—especially the antibiotics—are
now being used extensively for the improvement of civil health all
over the world. Even more important, the new insecticides developed
through the Army-initiated research program—especially DDT—
have been used for the more economic control of such age-long scourges
as typhus fever, bubonic plague and malaria.

The discovery of DDT has revolutionized malaria control. With
this new weapon the United States Public Health Service has con-
tinued and extended the gigantic Army-initiated wartime program
of military and extra-military mosquito control in the Unita«f States;
and malaria is becoming a rare disease in this country. Likewise, the
Rockefeller Foundation and other international agencies are using
these new wartime agents in various parts of the world. As a result,
the people of many malarious countries are being freed for the first
time in history from the shackles of this disease.

Now that cheap and effective methods for the control of malaria
and other insect-borne diseases are available, the major problem of
the countries where these infections still exist is to apply these meth-
ods. This will require wise planning, adequate funds, expert per-
sonnel, and hard work.

The Rockefeller Foundation is still helping in this work, although
they are gradually cutting down their emphasis on malaria because
of the new discoveries.
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The need for trained health personnel, however, goes much further
than the international control of malaria. It is a basic requirement
for future progress, both in this country and abroad. More trained
research workers are needed to investigate the still unsolved problems
of public health, and more trained health specialists are needed to
translate this knowledge into action.

Public health as a weapon against communism: In presenting this
statement about the contribution of the philanthropic foundations
to medicine and public health, it is realized that I have not covered
the broad field implied by the title. I have not even covered all the
activities of the one foundation selected for discussion. However, .

the examples cited from the experience of this one great charitable
organization are typical of the objectives of many of the 70 or more
charitable agencies which have donated funds and helped so much
in the development and support of American medicine and public
health. This experience should be kept clearly in mind as we plan
for better health in the future.

We now stand braced on the brink of a third world war. The deci-
sion as to whether this war will come is not ours; it will depend on
the whim of our enemy. The whole world is again becoming an
armed camp. Already there is bitter fighting in Korea and other
places where communism has dared to take the risk. Russia, our
former ally, has refused to help in the building of a peaceful world.
Instead, she has enslaved her neighbor nations and is working fran-
tically to strengthen her mighty military forces. There never was a
time when our country needed so desperately to increase and conserve
every ounce of its physical, mental, and moral health.

America’s great stren%th is based on just one thing—the health of
her men, women, and children. Therefore, as we mobilize our na-
tional resources to meet the present world crisis we must do everything
possible to strengthen our national health program. This is necessary
in order to safeguard the health of America’s leaders, her workers, and
her fighting men. We should also assist our allies in the better pro-
tection of their health and manpower. In fact, such assistance is just
as important as sending them armaments for the simple reason that
disease-ridden nations, like sickly individuals, are unable to plan
wisely, work effectively, or win wars.

In order to build the strongest possible emergency health program
for the Nation, we should ask ourselves two questions: First, what
are the health hazards which we now face? Second, what action
should be taken to protect the American people against these hazards?

The answer to the first question is afforded by the current records
of death and disability caused by disease and accidents. Last year'
more than 2 million infections were reported by physicians in the
United States. The preventable intestinal, insect-borne, and venereal
diseases still occur. Millions of Americans are killed and injured
annually by accidents, and our people are still handicapped by an
enormous load of mental diseases, cancer, and the afflictions of
advanced age. In brief, many of our peacetime health problems
are still unsolved. Moreover, 1f global atomic war came tomorrow,
it would bring with it new and unprecedented health problems which
could easily overwhelm our present health defenses.
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The answer to the second question is afforded by the lessons of the
recent past. Further progress in public health calls for two things:
The first is research—to discover new ways to prevent disease and

- maintain good health. The second is to take whatever action may be
required to apply this knowledge. Those two things are the basic
foundation for al{ of our progress in the last hundred years.

Another lesson pointed up by past experience is the fact that curative
and ﬁreventive medicine are both important, but that the greatest
health advances have come through preventive measures designed to

keep large numbers of well people well. These are the lessons of the
past and they are the principles which should guide us in meeting
- the future.

Before closing my statement I should like to mention certain things
which I consider important to the present problem of strengthening
the Nation’s health program. The first of these is the need for unite
leadership by the profession of medicine and its new specialty, the

rofession of public health. Since VJ-day much valuable time has
Eeen lost in heated controversies between members of both professions
about the side issues, such as socialized medicine and Federal health
insurance, neither of which has any direct bearing on the prevention
of disease. This conflict has confused our citizens and our lawmakers
as to the true meaning of public health. Consequently, the Nation’s
health has become a political football, thus delaying sound national
planning for an effective program of prevention. Fortunately, these
political issues are now dead. I agree heartily with my distinguished
friend and colleague, Maj. Gen. George F. Lull (U. S. Army, retired),
secretary and general manager of the American Medical Association,
in his postelection comment that “* * * doctors can now devote
their full tinie and energy to a sound, constructive, and unselfish pro-
gram of better medical care for the people—a program completely
divorced from politics.” I am sure that General Lull will also share
my feeling that for the total health program of the country we need
the same type of united action, not only for medical care but for pre-
ventive medicine and public health,

Another important drawback has been the lack of sufficient numbers
of trained health specialists to plan, organize, and operate the pre-
ventive services required by the Nation. At present, only about 65
percent of our population is served by local health units, and onl
about one-half of our counties are served by trained, full-time heal
officers. A recent survey showed that the 10 accredited postgraduate
schools of public health in this country are training only about one-
fifth of the health specialists needed under peacetime conditions and
this did not include the requirements of the Armed Forces for experts
in military preventive medicine, which is the military opposite num-
ber of civilian public health.

This points ug graphically the present need to recruit and to pro-
vide additional facilities for training of health specialists.

Another need is for more research aimed directly at the early solu-
tion of the unsolved problems in preventive medicine and public health.
The research programs of our Government agencies and of the foun-
dations are he l;))ing to meet this need but there should be more top-
level planning by men of imagination and broad vision, who can help
to stimulate research in productive channels and put into action the
new information as it becomes available.
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1t is also important that we adopt the preventive attitude as the
spearhead for our national health program. The country is much
better prepared to handle its problems in curative medicine and cura-
tive surgery than it has ever been. Our 80 medical schools are turn--
ing out good physicians and there are now approximately 200,000
doctors in the country. The deans of the medical schools report that
many of these institutions need financial assistance and this is a prob-
lem which must be faced and solved. But the chief obstacle in the
development of preventive services for the country as a whole is the
inadequate numbers of medical-school graduates who enter our schools
of public health, which are the only sources of postgraduate training
in the planning, organization, and administration of health programs.
Vigorous recruitment of promising young physicians for training in
public health is necessarfr, but the bottleneck will still exist as long as
the schools of public health remain in their presently precarious finan-
cial situation. These 10 schools, all of which are eager to increase their
service to the Nation, are ﬁn(iing it difficult, if not impossible, to
expand sufficiently to do so. Most of them are operating today largely
on temporary grants for specific projects and are in serious need of
firm and long-term financial support.

I believe it is of the utmost importance that the President and the
Congress should take whatever steps are necessary to develop the
strongest possible emergency health program with primary emphasis
on the prevention of disease. They should select as their advisers
physicians of broad vision who are also leaders of recognized compe-
tence, training, and experience in military preventive medicine and
civilian public health. The fact that a doctor is a distinguished spe-
cialist in some branch of curative medicine does not of itself qualify
him to play a constructive role in planning the Nation’s program for
disease prevention. To assume that a great surgeon, a renowned
dermatologist, or a well-known obstetrician must also possess the spe-
¢ial skills and experience required for national planning in preventive
medicine and puElic health 1s as illogical as to expect that a chemical
engineer could have planned and directed the construction of the
Golden Gate Bridge or the Empire State Building.

It would also seem wise to set up an emergency Federal Department
of Health headed by a Secretary of Health of Cabinet status and with
the above qualifications. This Department could be similar to the
one Proposed on February 19, 1949, in the American Medical Associa-
tion’s 12-point program for improving the national health. The
Secretary of Health should be responsible for the planning, coor-
dination, and integration of all Federal health activities except those
of the Armed Forces. The establishment of a strong Federal Depart-
ment of Health would facilitate the rapid mobilization of America’s
resources to meet the present emergency. Its establishment at Cabinet
level would provide for close cooperation and joint planing with the
Secretary of Defense, and his policy-making health staff. That staff
likewise should include not only eminent physicians and surgeons, but
also recognized experts in preventive medicine and public health,
With such strong top-level leadership it will be possil?le to develop
a closely integrated national program aimed at the more effective
%)nservation of the health of both the civil population and the Armed

orces.
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And now we come back to the question of cost, which has to do with
the question of foundations. It is believed that our national health
program, including adequate provision for the education of specialists,
could be reorganized along the lines suggested at a cost which is little
more than the total now being spent for public health. Certainly,
the additional cost would be insignificant compared with some of the
enormous expenditures made by our Government in recent years for
programs of much less value. The final question to be decided is:
Who will pay for the Nation’s future program of health? Will we
continue to rely on the generosity of wealthy individuals for the
partial support of research and education in medicine and public
ealth? Can we expect our philanthropic foundations to continue
their donations and to do a major portion of this job? Or must we
look to the Government to finance the Nation’s health program?

I shall not attempt to answer these important questions. They rep-

- resent a great challenge to our new President. I am confident that
he will meet this challenge as courageously, objectively, and success-
fully as he has met every other crisis in his constructive life. I am
sure that he and the Congress will receive the full support of the united
professions of medicine and public health and all of America’s great
institutions, including her philanthropic foundations, in whatever
plan they may adopt to protect the Nation’s health.

Mr. Hays. General Simmons, I am sure the committee would want
me to thank you for this very fine presentation. We have been eager
to help you and to have these recommendations, and I can assure you
that it will be exceedingly helpful.

Mr. SiMMoxs, ThanE you, sir.

Mr. Hays. I am particularly interested in your reference to the
Rockefeller Foundation work in hookworm control in the South, be-
cause I recall asa grammar-school pupilin a little town down in Arkan-
sas that the same acitivity took place, and Arkansas’ response was
just as North Carolina’s—very, very fine. The committee would like
to go ahead with some questioning if we can.

Mr. Stmmons. Yes, sir.

Mr. Hays. With the thought of winding up, perhaps, and not hav-
ing an afternoon session. - .

Mr. Chairman, do you have any questions?

The CHARMAN. I regret very much that I was not here to hear the

meral’s full statment, but I shall, however, examine it with a good

eal of interest.

I am wondering what, if anything, could be done to stimulate the
youth of the country for the kind of education and training, the need

*of which is so great, as the general has indicated.

In other words, what are the returns, what is the compensation that
a young man or a young woman might expect as a reward of dedicat-
ing their lives to just the type of work about which the general has
been talking ?

I take it that we have too few institutions, schools, you understand,
which specialize in giving this tyge of training, and yet there may be
insufficient number to accommodate the demands which are made
under existing conditions. I take it that public opinion would not
want the Government to obligate itself to furnish this kind of educa-
tion and training at Government expense.
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I do not mean by that that public opinion would not want to co-
operate, would not want Government to helg by way of making even
large expenditures of money, but they would only want to help those
who want to help themselves, in other words, make it some sort of
cooperative undertaking. )

Why is it that there has been an abatement, if I can put it that way,
of interest on the part of young people who are endeavoring to equip
themselves for the conflicts, the battles that lie ahead of them, if there
has been a falling off of interest or an abatement of interest! What
could the general suggest that might be done by Government and by
the public to stimulate this hunger of theirs for this kind of knowledge
and this kind of service? .

Mr. Simmons. Sir, you have put your finger on a critical point.
That is the need for recruitment of new personnel as well as the pro-
vision of adequate facilities for training, postgraduate training.

I think one difficulty in the past has been that public-health, Gov-
ernment public-health, positions have not paid salaries comparable to
the income of doctors who go into private practice. And other things
have influenced this failure.

I think another is that our medical schools in the past have not
adequately explained to young medical students the great service that
they can render and the stimulus they can receive out of rendering
such service on a broad basis. That is being corrected today, sir.

There was a meeting held about a week ago of the deans of all the
medical schools in this country which was preceded by a week’s meet-
ing of the professors of preventive medicine at the medical-school
level, which is trying to build up better training in preventive medi-
cine, which will lead into the postgraduate training in public health
and increase the flow of experts who will be available to do Govern-
ment jobs.

The question about finances I think requires at least one more word.
While the medical school trains primarily practicing physicians who
go out and practice and make money of their own, the majority of the
graduates of the post graduate schools of public health go into Gov-
ernment work, either the Federal Government, the State governments,
or the local governments running health departments.

And, as you know, their salaries are not comparable with the prac-
ticing physician. The fact that so many of them do go out to serve
governments, this Government and other governments, I think, puts
them in a category where some support to their education might be
more easily justified by the Government than in the other case.

Does that answer your question, sir?

The CHAIRMAN. %’ell, it may not answer it to my complete satis-*
faction, but it helps me. I thini I should say that it is a fair answer.

Mr. Stmmons. I will add that to my mind the main recompense
for a career in public health is the satisfaction that you get out of
what service you think you can render, and I believe in that sense
there are goung men and young women in this country who still are
attracted by a sense of service even to go out as preachers, as priests.
thThe Cuamrman. I was just about to ask you a question to develop

at.

Mr. Simmons, For the same reason, I believe, if our recruitment
is done more effectively, we will draw more people who are willing
to come into public health regardless of the pay.
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The CrArMaN. Is there not something of a tendency on the part
of these fine young people who give themselves to this type of work,
to forget the dollar, forget the pay?

Mr. Stmmons, Tam sure there is, or they wouldn’t go into it.

The Caareman. Thank you, sir.

That is all, Mr. Chairman.

Mr. Hays, Mr. Simpson ¢

Mr. Smvrson. General, I wanted to inquire whether you believe
that Government should do as was suggested in the latter part of
your statement, take a directive position, cooperative, and so on, there
would still remain a place for the foundations?

Mr. Simmons. I certainly do, sir. The reason I asked those three
questions—and I don’t know the answers—is that while you take the
question of postgraduate education in public health—and I assume
it is similar with their support to medical schools—but in the early
days, take my school, for example, Harvard School of Public Health,
they gave the original endowment which started our school in 1921,
after it was turned over from the Harvard MIT. In 1927 they gave
more endowment,

When I retired and went to Harvard they gave us another grant of
$1,000,000 which is being spent $100,000 a year, but I have no reason
to think this will continue, because I believe at least this one founda-
tion is moving out of this field of origination of institutions, original
support on the philosophic basis that what they want to do is to
stimulate the proguction of new organizations, new research which can
be free-wheeling.

And after they get them started, let someone else carry it on. And
so I have no reason to thing that this last grant to the Harvard School
of Public Health won’t be actually the last one from that source. Our
budget is about—we have an endowment originally given by Rocke-
feller, a very minor part of our total support. I would say almost
three-fourths of it comes right today from 19 foundations. I assume
they would continue that type of support, but not the original basic
support for operations but more for special research projects.

Mr. Simesox. But there would remain in the area of research and
80 ON——

Mr. Stmmons.” Yes, I'think so.

Mr. Stmpson. You would continue to need the risk and venture capi-
tal, would younot?

Mr. Srmmons. That is right, but the basic operations of the schools
is where we are having trou‘l%a.

Mr. Simeson. Yes. You had that in the latter part of your state-
ment primarily. Now have you found as your experience that there
has been insufficient money available for this venture and risk
capital work?

Mr. Stmmoxs. No.  You mean for research ?

Mr. Srmpson. Through the foundations; yes.

Mr. Stmmons. Noj T haven’t. That is what I call soft money,
money that you get for a specific research project, and it runs for
1 year or 2 years and then you have to renew it. We can get all of
that we want.

‘What we need is money that will enable us to expand our teachin
facilities and our training facilities which is free of that type o
restriction.
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Mr. Simpson. This question I want to ask now is basic to the reten-
tion of the independence that the schools value, I am sure. Do you care
to comment whether that should come through an enlargement of the
foundation, an improvement of the quantity of giving by the private
citizen, or should that come through Government?

Mr. Stmmons. I would prefer to see it come from the private citizen
and the foundation, but I am not at all sanguine about that happening
in the next 10 years.

Mr. SimpsoN. Government has a highly important part in making

the foundation possible.
* Mr. Stmmons. Yes.

Mr. Stumeson. Namely, through taxation.

Mr. Stmmons. That is right. :

Mr. Stmeson. It wouldn’t be out of the way if you saw fit to suggest
that the tax laws be changed to make it more advantageous to the
citizen to give to foundations.

Mr. Sormons. Well, some of the foundations are still giving for
endowment, but very few of them that I know of.

Mr. Simrpson. Of course, I refer to the individual who wants to
%ive the money to the foundations rather than to the Government
through taxation.,

Mr. Simmons. ‘Well, T have been looking for those individuals for
the last 6 years, sir, and I find they are rather scarce with large
amounts of money. :

Mr. SimpsoN. There are some who give to the maximum they are
allowed te give so far as deductions are concerned.

Mr. Stmmons. That is right. -

Mr. Srmpson. It has been suggested—it may not be a subject of this
committee—that we should increase that tax deduction.

Mr. Staryons. I think that might release more money for this pur-
pose, and I think it would be a very helpful thing, sir.

Mr. Simpson. It would: be interesting to follow the effect of the
change that was made last year with respect to deductions.

That is all T have, Mr. Chairman.

Mr. Hays. Mr. Goodwin?

Mr. Goopwin. Am I right, General, in assuming that many of the
epic-making advances in medical science and in public health that
have come about in the last decades, the research leading up to those
advances and the requirement of that knowledge, could probably
never have been possible through the use of public funds?

Mr. Simyoxns. I am sure that that is correct, sir, especially in
the past.

We now, since World War IT, have a great reservoir of public funds,
as (ifou know, through the Public Heaﬁh Service, the Armed Forces
and now the National Science Foundation, available for that type of
research, but we didn’t have that kind of money appropriated for
that purpose during the period we will say before World War I,
or even after World War L.

Mr. Hays. The problem, as I understand it, which you are pointing
up, is to get adequate support for these public health schools?

Mr. Simmons. That is a part of my argument for showing what
the foundations have contributed in the past and what they or some-
body, I hope, will contribute in the future, sir.

Mr. Hays. But that source is tending to dry up?
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Mr. Stmmons. It looks quite that way, sir.

Mr. Hays. Now, are any of the States maintaining public health
colleges at State expense?

Mr. Simmons. Yes, sir; North Carolina has a good public health
school, Minnesota has one. The California school—I don’t believe
that is a State school. It may be, though I am not sure.

Mr. Keere. Michigan has one, too, has it not?

Mr. Simmoxns. Michigan has a good school.

- Mr. QI-st. And there are 10 public health schools in the United
tates?

Mr. Simmons. Yes, sir; that’s right, 10 accredited postgraduate
schools. These schools are really post-postgraduate because a man
first gets his college, then his medicine, experience in the field, and then
he comes to this type school for 1 or 2 years to fit himself to fgc:o
out and organize and operate health programs, whether it is for
county or State or for a nation,

Mr. Hays. Do those States provide scholarships?

Mr. Stmmons. Most of our people come on scholarships. Some are
from States, but very few. We have a large load of foreign students
who are distinguished health workers before they come to us.

They come usually on Rockefeller Foundation scholarships, or now
we have Inter-American Affairs, World Health Organization, and
various other agencies giving foreign scholarships. For this country
the Polio Foundation has given a number, and the States, to the
Public Health Service. :

Mr. Hays. Do you think the Federal Government should get into
the scholarship field in a more substantial way?

Mr. Sramons. I think that would be helpful, provided they were
less restrictive. For example, some of the State scholarships have a
tag on it that the man has to agree to serve a certain number of years
in a certain place.

What we would like to do is to stimulate men to come into public
health who may not want to go and live in that one place in order
to get a scholarship, so I think if the restrictions were taken off, it
would be very helpful.

The Cramrman. Let me ask this: Are there not conditional grants
made by the foundations which are similar to aid extended by
Government ?

Mr. Stmmons. Yes, sir; they have their restrictions, too. For ex-
ample, the Rockefeller Foundation grants at the present time——

he Cramrmax. Is there a tendency to put grants on conditional
basis which is increasing or falling off ?

Mr. Smmons. They don’t require that the man go back and prac-
tice in a certain place or practice public health, but ﬁley are restricted
in the sense that they select only people from certain parts of the
world. Most of them have some type of restriction of that sort.

The Cuammman. I take it there are thousands of smaller founda-
tions which taken in the aggregate lose a tremendous result, a tre-
mendous benefit. For instance, are you acquainted with the Woodrow
Foundation down in Georgia?

Mr. Snrons. I know of it but T am not acquainted with it, sir.

The Cruamrman. He is the Coca-Cola man.

Mr. Simmons. Yes; I know.
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The CrAmMAN. And he has taken a great part of his fortune, you
understand, and set up a foundation for the support of medicine at
Emory University, making a medical center out of a school, with rela-
tively ambitious programs which cause deficits to pile up tremendously
daily, and they have no funds except this small foundation, and that
exhausts its entire earnings.

I do not know, but I think possibly the success they have had in
that regard may have attracted the Rockefeller people who have re-
cently gone down and set up a fund of about $7 million to the school
at Emory. Or there are many of the smaller foundations who devote
their entire earnings, or their resources, to promoting some specialized
work, as does the %Voodrow Foundation, taking care of medicine at
Emory University.

Mr. Stmmons. They are doing a grand job at Emory. The director
of research there is Dr. Dodd, a close friend of mine. I saw him last
week in Texas.

Mr. Hays. General Simmons, do you feel in the main that the ex-
penditure of funds in foreign countries in this type of research work
that you referred to in the early part of your statement is in our
interest ?

Mr. Smymons. It has been greatly in our interest, sir, for several
reasons.  One is that all these great programs that the Rockefeller
Foundation has carried on in malaria, hookworm, and yellow fever
have added to our total fund of knowledge about the epidemiology of
these diseases in ways that we couldn’t have done by working at home.

I will give you an example. When Gorgas first went on this Rocke-
feller Yellow Fever Commission in 1915, it looked then as though
the mosquito, which Walter Reed had discovered as the cause of the
transmission of yellow fever, was the only one concerned. It is a
common house mosquito. And so far as we knew at that time, all the
big epidemics in yellow fever and the ones imported into this country—
and we had a hundred epidemics in this country in the hundred years
before 1905, even as high up as Boston in the summertime—all those
epidemics were carried by this one mosquito, and so it was assumed
bly Gorgas and by his successors that all they had to do was clean up
this mosquito and what they thought were the epidemic yellow fever
areas down South, and they could wipe it off the face of the earth.

There was great talk about the total conquest of yellow fever, until
about in the 1930’s when we found that there was another thing, they
thought it was another disease, in the jungles of Brazil and further
north, Finally it turned out that was yellow fever, too, and it was
being carried around in the jungle with no people around. Sometimes
a man, would go in and come out and have this disease.

There were none of these Aedes mosquitoes there. To make it short,
it was found that it wasn’t just this one mosquito which only is a
house-breeding mosquito_in towns, but that this disease could be
carried on by itself in the jungle away from man, and that the reservoir
there was certain types of lower animals, and the mosquito transmitted
it, a jungle mosquito. We still have these great smoldering endemic
foei in the ]ungles of South America and central Africa, where I doubt
that we will ever wipe the disease out. We couldn’t have found that
out working here in the United States.
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The foundations couldn’t have found out working here in the United
States, but by coordinating this big program over this wide expanse
of world territory, it brought the picture together, and now we know.

We knew when World War II came that we should protect soldiers
going through those areas against yellow fever, while we had none
here. That is the sort of thing that this has been able to do that we
couldn’t have done at home. )

Mr. Hays. The technical assistance program, as I understand it,
particularly the Institute of Inter-American Affairs that you men-
tioned which pioneered technical assistance—

Mr. Srmyoxns. I think it has done a wonderful job. I haven’t men-
tioned what I think is important to all of us that has come out of all
this international activity, and that is, these agencies have been able to
cross national boundaries where nobody from our Public Health
Service could have done it in certain instances.

I know the Rockefeller Foundation friends of mine have told me
about being in South America when there was war between two coun-
tries, and they went across the line and served both countries on the
common cause of typhus control. Well, our people couldn’t do it.
They would resent it. Somebody would say, “Get out,” I mean our
official people.

Mr. Hays. Are you familiar with the Rockefeller experiment at
Zumpango near Mexico City ?

Mzr. Simyons. No. You mean the agricultural one?

Mr. Hays. Yes.

Mr. Stamowns. I know a little about it, but I don’t know any details.
I met some of their people in 1947. You mean working on the hybrid
corn?

Mr. Havs. Yes.

Mr. Siamons. I was in Cuba and met one of their representatives
there who was over at the Atkins Gardens discussing various seed, and
they told about their experiment in Mexico, trying to find a hybrid
corn, I believe it was, that was grown down there, in place of the
crummy little corn that the Indians had been raising for 10,000 years,
in order to increase the food supply. I don’t know whether that is
what you mean or not.

Mr. Hays. Yes. It is, of course, only indirectly related to your
public-health program.

Mr. Simmons. No, sir; in my book that is public health, too, because
nutrition is the basis for public health,

Mr. Havs. That was the point I had in mind. As a matter of faet,
many of these public-health workers are not trained medical men at
all. I am thinking of sanitary engineers.

Mr. Simaons. That’s right.

Mr. Hays, And related programs.

Mr. Siarmons. In our school we have a wide spectrum of skills.
The main group are doctors of medicine who come tﬁere for 1 year for
what we call a master’s in public health, but we also have in the same
class with him expert sanitary engineers, public-health nurses, public-
health educators, nutrition experts, bacteriologists, and a wide spec-
trum of people who are working in public health under the direction
of health officers.
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Mr. Hays. General Simmons, we certainly are grateful to you, and
I want to thank you again. ThlS has given us a very fine view of the
problem.

Mr. Srrsons. I thank you, sir. I am glad to be here.

Mr. Havs. The committee will be in recess until 10 o’clock in the
morning. There will be no afternoon session.

(Whereupon, at 12: 30 p. m., the select committee recessed, to recon-
vene at 10 a, m. Thursday, November 20, 1952.)



