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GENERAL TAX STRUCTURE PROVIDED FOR LIFE INSURANCE 
COMPANIES BY H.R. 4245 

The bill imposes the regular 52-percent corporate income tax 
(30 percent on the first $25,000) on what is defined as "life insurance 
company taxable income." This is composed of three parts: Taxable 
investment income; one-half of the current underwriting income; and 
the other half of underwriting income when it is distributed to share­
holders or made available to them. In addition a flat 25-percent tax 
is imposed on capital gains. 

Step 1- Taxable investment income 
Taxable investment income consists of interest, dividends, rents 

and other forms of investment income, less investment expenses, a 
special deduction for slllall business equal to 5 percent of net invest­
ment income (up to a ma::;.-illlulll of $25,000), a deduction for invest­
ment income earned on pension plan reserves and a deduction for 
interest paid. However, the prineipal deduction is that for invest-

. ment income needed with respect to life insurance reserves. This 
deduction involves the determinatIOn of an interest rate to be applied 
to t1 company's life insmance reserves. The interest rate provided by 
this bilI is halfw'ay between the actual earnings rate of the company 
and the rate it assumed in computlllg its own reserves (or the industry 
average assumed rate for the prior )'ear, if higher). This deduction 
rate is then applied to the company's own reserves, after these reserves 
are adjusted to reflect the level they would have been at had this 
deduction rate been used in prior years. 
Step 2-0ne-halj oj underwriting gain (01' whole loss) 

Under step 2 the life i.nsurance company first determines its overall 
gain or loss from operations and then its step 1 tax base is deducted 
from this figme. The result is underwriting gain or loss. The gain 
from operations take into account both premium income and invest­
ment income. Deductions against this are allowed for claims paid 
to policyholders and beneficiaries, operating expenses, investment 
expenses, and additions made during the year to life insurance re­
serYC's. In addition, deductions arc allowed for dividends paid to 
policyholders, an amount equal to 10 percent of the additions to life 
insnrance reserves with respect to nonparticipating insurance and an 
amount equal to 2 percent of premium income from group insmance 
business (subject to certain restrictions). 

If the gain from operations less taxable investment income results 
in an underwriting gain, one-half of this amount is added to the tax 
base determined under step 1. If the result is an llntlerwri ting loss, 
the entire loss (but reduced for policyholder dividends and the 10 per­
cent and 2 percent deductions referred to ahove) reduces the tax 
base otherwise determined under step 1. 

1 



2 TA.."'UTION OF LIFE INSURANCE COMPANIES 

Step 3-Tax on portion of underwriting income not previously taxed at 
time of distribution or when made available to stockholders 

Under step 3 provision is made for taxing the half of the under­
wTiting gain not taxed under step 2. It is included in the company's 
tax base at the time it is distributed to stockholders, or made available 
to them, or to the extent the amount so accumulated over a period of 
years exceeds 25 percent of life insurance reserves or 60 percent of the 
net premiums for the taxable year. 
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SUMMARY OF TESTIMONY ON THE TAXATION OF LIFE 
INSURANCE COMPANIES 

I. BY SUBJECT MATTER 

("A's" and "B's" are to references in No. II below) 

A. THE POLICY AND OTHER CONTRACT LIABILITY DEDUCTION 

1. In phase 1, favor substitution of individual company's earned 
rate for the year or its average earnings rate for last 5 years, for 
formula in bilI in determining the "deduction l'ate": 
A-I. :Mr. Deane C, Davis, president, Xntional Life Insllrallce Co. of 

Vermont (accompanied by 'Y .• Tames Preble, actuary). 
A-2. Mr. Carrol M. Shanks, president, Prudential Insurance Co. of 

America (accompanied by 'V. Chodorcoff and Louis R. 
Uenagh). 

A-3. Mr. Richard C. Guest, vice president, Massachusetts Mutual 
Life Insurance Co. (accompanied by Charles Brierley). 

A-4. Mr. Charles A. Taylor, president, the Life Insurance Co. of 
Virginia. 

A-5. Mr. Edward J. Schmuck, vice president and general counsel 
Acacia Mutual Life Insurance Co. (accompanied by Lloyd 
K. Cri ppen and William Simpson) . 

A-6, Mr. D. N. 'Varters, president, Bankers Life Co., Des Moines, 
Iowa (accompanied by 'Villiam Rae). 

A-7. Mr. H. Lewis Rietz, executive vice president, Great Southern 
Life Insurance Co. 

A-S. Mr. John A. Lloyd, president of the Union Central Life In­
S1ll'ance Co. of Cincinnati, Ohio (accompanied by Carl De­
Buck 'and W. Lee Shield). 

A- IO. Mr. Henry S. Beers, president, Aetna Life Insurance Co., Hart­
ford, Conn. 

A-16. Mr. Robert E. Slater, vice president of the Joh)) Hancock 
Mutual Life Iilsumnce Co. (accompanied by B. Franklin 
Blair, actuary of Provident l\futual). 

A-IS. Mr. Bruce Batho, vice president alld comptroller of the Life 
Insnrance Co. of Georgia. 

A-19. Mr. Guy H, Amerman, vice president and actuary of Conti. 
nental American Life Insurance Co. of 'Yilmington, Del. 
(favored I-year rate but not opposed to 5-year average). 

A-2ft. Mr. Manton Eddy, vice president and secretn;ry, C01mecticut 
General Life Insurance Co. 

A-31. Mr. William F. Poorman, president, Central Life Assurance 
Co., Des Moines, Iowa. 
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I 2 TAXATl.ON OF LIFE INSURANCE COMPANIES J 

A-35. Mr. K. H. Easley, secretary of the Amicable Life Insurance ! 
Co. of 'Waco Tex. (as an alternative to use of single-year I 
earnings rate). I 

A-39. Mr. John ,J. Magovern, Jr., vice president and counsel, Mutual : 
Benefit Life Insurance Co. of Newark, N. J. I 

A-41. :Mr. Claris Adams, executive vice president and general copnsel 
of the American Life Convention. 

A-42. Mr. Albert L. Hall, vice president and general counsel, Berkshire I 
Life Insnrance Co., Pittsfield, Mass. 

A-47. Mr. Daniel J. Lyons, vice president, Guardian Life Insuranee I 
Co. of America. 

B-4. Mr. T. A. Bradshaw, president of the Provident Mutual Life I 
Insurance Co. of Philadelphia (suggests 3- or 5-year average). 

B-5. Mr. 'Willis H. Satterthwaite, vice president and coun.sel of the I 
Penn Mutnal Life Insurance Co. I 

B-17. :Mr. Theodore A. Stemmermann, vice president and actuary of 
.'. the flom"e Life Insurance Co~, Ne,v York, N~ :'Y. 
B~22. Mr. Clarence J. Myers, president of New York Life Insurance 

Co. 
B-23. Mr. Charles J. Zimmel1nan, president of the Connecticut Mutual 

Life Insurance Co., Hartford, Conn. 
B-31. Mr. Orville F. Grahane, vice president and general counsel of 

the Paul Revere Life Insurance Co. of ,Vorcester, Mass. 
B-32. Mr. J. Wythe Walker, president of the Union Life Insurance 

Co., Little Rock, Ark. 
B-39. ~lr. Guy L. Evans, field underwriter of the Mutual of New York 

of Pueblo, Colo. 
B-42. Mr. Sterling Holloway, chairman of the board of Continental 

Life Insurance Co., Fort Worth, Tex. 
B-47. Mr. J : Richard Clarke, Boise, Idaho, agent for the Mutual Life 

Insurance Co. of New York. 
B-59. American Farm Bureau Federation. . 
B-61. Mr. T. C. McCullough, president of the Union National Life In-

surance Co., Baton Rouge, La. '. 
B-65. 1fr. Harry ,V. Colmel'Y, counsel, Kansas Life Insurance Execu­

tives' Association. 
2. In phase 1, oppose substitution of individual company 5-year 

earnings rate for .formula in bill! 
A-43. Dr. Roy E. Moor, professor of economics, ,Villiams College, 

" Villiamstown, Mass. 
B-44. Mr. Richard M. Sellers, executi'-e vice president, Common­

wealt.h Life Insurance Co., Louisville, Ky. (or recommend at 
least that during first 4 ye[\,rs formula in bill be available M? 
an al ternati ve ) . 

3. In determining the assumed rate to be used in determining 
the "deduction rate," use only the assumed rate of the individual 
company and not the industry average: 
.0\-33. Mr. ,V. H. Painter, Sr., executive vice president, United Fidel~ 

ity Life Insurance Co., Dnlbs, Tex. 
A -36. l\fr. 'V. 'V. 'Wilsoll, J 1'., president, Colorado Life COllYention, 

and president, U.S. Americail Life Insurance Co., Denver, 
Colo. 
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A-46. Mr. George S. Harris, assistant secretary and investment offi­
cer of the Chicago Metropolitan Mutual Assurance Corp. 
(accompanied by Carl Tiffany). I 

B-13. Mr. George E. Richardson, president of the HBA (Hospital 
Benefit Assurance) Life Insurance Co. of Phoenix, Ariz. 

B-71. First National Life Insurance Co. of Phoenix, Ariz. 
4. The deduction rate in phase 1 should be based exclusively on 

each company's own assumed rate, and not in any part on its earn­
ings rate or the industry average assumed rate: 
B-2I. Mr. Guilford Dudley, Jr., on behalf of the Life & Casualty 

Insurance Co. of Tennessee. 
5. Want the deduction rate under phase 1 for mutual assess­

ment companies to be 3 percent: 
B-1I. Mr. Robert C. Sneed, representing the Texas Association of 

Mutual Life Insurance Officials (a trade organization com­
posed of managing officers of mutual assessment life insurance 
companies) . 

6. Permit a company to deduct depreciation, real estate taxes 
and expenses on company-owned space occupied by its investment 
department as far as phase 1 of the bill is concerned: 
B-6D. Mr. Chris Adams and Mr. Eugene M. Thol'(~, executive vice 

president and general counsel of the American Life Con­
vention and vice president and general counsel of the Life 
Insurance Associe.Hon of America, respectively. 

7. In determining the earnings rate under phase 1 for purposes 
of the deduction rate, real property and stock should be valued 
on their adjusted basis rather than on the basis of their fair 
market value: 
B-69. Mr. Claris Adams and ~1r. Eugene M. Thore, executive vice 

president and general counsel of the American Life Con­
vention and vice president and general counsel of the Life 
Insurance Association of America, respectively. 

8. In the case of the deduction for interest paid a deduction 
should be allowed not only for contracts but also for obligations 
with respect to which interest is payable: 
B-69. Mr. Claris Adams and ~1r. Eugene M. Thore, executive vice 

pr~sident and general counsel of the American Life Con­
vention and vice president and general counsel of the Life 
Insurance Association of America, respectively. 

B. THE TREATJHENT OF QUALIFIED PENSION PLANS, INDIVIDUAL 

ANNUITIES, AND SUPPLE1IIENTAL CONTRACTS 

1. Favor exemption provided by bill for qualified pension plans 
without comment as to broadening of exemption: 
A-I. Mr. Deane C. Davis, president, National Life Insurance Co. of 

Vermont (accompanied by 'V .. J ames Preble, actuary). 
A-3. Mr. Richard C. Guest, vice president, Massachusetts Mutual 

Life Insurance Co. (accompanied by Charles Brierley). 
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A-49. Mr. Charles A. Siegfried, second vice president, Metropolitan I 

Life Insurance Co. 
B- 12. Mr. Carl .J. Schmidt, yice president and general manager, the 

Arizona ,Vater Co. 
B- 20. Mr. ,V. K. Boardman, of Ketchikan, Alaska. 
B-22. Mr. Clarence J. Myers, president of New York Life Insurance 

Co. 
2. Expand the exemption for insured qualified pension plans 

to exempt one or more of the following: (a) Investment income 
attributable to pension surplus; (b) pension income included in 
phase 2; and (c) capital gains attributable to pension income: 
A-2. Mr. Carrol M. Shanks, president, Prudential Insurance Co. of 

America (accompanied by ,V. Ohodorcoff and Louis R. Men­
ugh) ((a) not specified). 

A- 5. Mr. D. N. ,Variers, president, Bankers Life Co., Des Moines, 
Iowa (accompanied by ,Villiam Rae). 

A- 10. Mr. Henry S. Beers, president, Aetna Life Insurance Co., Hart­
ford, Conn. (Indicated broadening needed without specify­
ing features.) 

A-16. Mr. Robert E. Slater, vice president of the Jolm Hancock 
Mutual Life Insnrance Co. (accompanied by B. Franklin 
Blair, actuary of Provident Mutual). 

A-24. Mr. Manton. Eddy, vice president and secretary, Connecticut 
General Llfe Insurance Co. (refers to phase 2 and there 
wonld provide an extrlt 2-percent deduction for increltse in 
reserves for qualified pension plans). 

B-7. Mr. Rupert ,Varren, Yice president of Trico Products Corp. 
( (b) not specified). 

B- 14. Mr. Robelt L. Hogg, yice chairman of the board of the Equita,­
ble Life Assurance Society of the United States. 

B-2,:!:. Mr. A. ,V. Koehler, secreb1ry-manager of the National Associa­
tion of Motor Bus Operators (only (c) specified). 

B- 26. Mr. Wimam M. Dudley, field lU1derwriter of the Home Life 
Insurance Co. of New York, Lynchburg, Va. (specific fea­
tures not indicated). 

B-39. Mr. Guy L. EYans, field 1ll1derwriter of the Mutual of New 
York of Pueblo, Colo. (specific features not indicated). 

B-47. Mr. J. Richard Clarke, Boise, Idaho, agent for t.he Mutual Life 
Insurance Co. of K e.w York (specific features not indicated). 

B- 60. Mr. Murray ,Yo Lat.imer, indnstrial relations consultants. 
3. Make the exclusion for investment income attributable to 

qualified pension plans available immediately rather than over the 
3-year period beginning with 1959: 
A-24. 1\1r. ~[nnton Edcl~' , yice president and secretary, Connecticut 

General Life In :onrnnce Co. (make up any reyenne loss by 
shortening the period of time for payment w·ith respect to 
change in accollnting methods). 

B- 24. Mr. A . ,Yo K oehler. secretarv-mnnager of the X ational Associa­
tion of ~rotor HIlS Operators. ~ 

B - 5D. American Farm Burean Federation. 
B- GO. Mr. Murray ,Yo Latimer. industrial relations consnltallts. 
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4. Remove the exemption in the bill for investment income 
attributable to reserves of qualified pension plans: 
A-15. :Mr~ Devereaux F. McClatchey, general cowlsel of the National 

Association of Life Companies (accompanied by Mr. De'Vitt 
Roberts, executive secretary). 

A-25. :Mr. John A. Copeland, president, Progressive Life Insurance 
Co. 

A-26. :Mr. Leonard H. Savage, president, Standard Life &; Accident 
Insurance Co. of Oklahoma City; 

A-40. :Mr. R. T. Stuart., Jr., president, ~Iid-Continent. Life Insurance 
Co., Oklahoma Cit.y. 

A-50. }Ir . • Tames H. Horn, vice president, Southern United Life 
Insurance Co., Montgomery, Ala. 

B-13. ~lr. George E. Richardsoll ~ president of the HBA (Hospi tnl 
Benefit Ass\lrance) Life Illsurnnce Co. of Phoenix, Ariz. 

5. Provide an exemption for individual annuities and supple­
mentary contracts similar to that provided for qualified pension 
plans: 
A-16. :MI'. Robert E. SInter, vice president of the .fohn Hancock 

:Jlntllnl Life Insurance Co. (accompanied by 13. Franklin 
Blair, nctultry of Provident )Iutual). 

13-4. )1r. T. A. Bradshaw, president of the Provident Mutual Life 
Insurance Co. of Philadelphia . 

B-5. MI'. " Tillis H. Satterth"aite, vice president. nnd connsel of the 
Penn ~Illtllal Life Insnrance Co. 

13-47. :'\Ir .. J. Richard Clarke, Boise, Idaho, agent for the )lntual Life 
Insurance Co. of New York. 

6. Change the definition of pension plan reserves to include: 
(a) Contracts with employers under plans where the employer 
contributions were deductible under revenue laws prior to the 
1939 Code; (b) contracts entered into with tax-exempt employers; 
(c) "agents" in the case of contracts for employees of life insur­
ance companies; and (d) Canadian plans which fall under the 
provisions of Canadian tax law which approximate sections 401 
to 404 of the code: 
B-69. Mr. Claris Adam's and Mr. E ugene 1\1. Thore, executive vice 

persident and general COl1JJsel of the American Life Con­
vention and vice president nnd general cOl1nsel of the Life 
Insnrance Association of America, respectively. 

C. THE TREA'nI EXT OF TAX-ExE:\IPT I NTEREST AXD IXTERCORPORATE 
Dn'1DENDS RECEIVED 

1. Allow a broader deduction for tax-exempt interest, and inter­
corporate dividends received but only under phase 2: 
A-4. ~1r. Charles A. Taylor, president, the Life Insurance Co. of 

Virginia. 
A-7. }1r. H. Lewis Rietz, executi,'e vice president, Great Southern 

Life Insurance Co. (ta x-exempt interest only) . 
A-IS. ~lr. Bruce Batho, vice president nnd comptroller of the Life 

Insllrance Co. of Georgia .. 
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A~19. Mr. Guy H. Amerman, vice president and actuary of Continen-
tal American Li fe Insurance Co. of ,Vilmingt0I1, Del. ' 

B-16.. 1\1r. J olm T. Acree, Jr., ))resident of the Lincoln Income Life 
Insurance Co. of Louisville, Ky. (also vice president of tlle 
Life Insurers Conference, although not speaking Jor them). 

2. Favor broadening of tax treatment of both tax-exempt in­
terest and intercorporate dividends received (without specifically 
limiting these deductions to phase 2) : 
A-IO. Mr. Henry S. Beel's, president, Aetna Life Insurance Co., 

Hartford, Conn. . 
A-35. 1\11'. K. H. Easley, secretary of the Amicable Life Insurance 

- Co. of ,Yaco, Tex. (also includes partially tax-exempt in­
terest) . 

A--41. Mr. Claris Adams, executive vice president and general cOlU1sel 
of the American Life Con ven tion. 

B-31. Mr. Orville F. Grahame, vice president and general cOlU1sel of 
the Paul Revere Life Insurance Co. of ,Vorcester, Mass. 

3. Propose more favorable treatment of tax-exempt interest 
(without specifically limiting deduction to phase 2) : 
A-13. 1\11'. Harold J. Cummings, president, Minnesota l\111tunJ Life 

Insurance Co., St. Paul, 1\1inn. (accompanied by ,Valter J. 
Rupert, vice president). 

A-21. Mr. ,V. 1. Boone, president of the Kansas Farm Life, Kansas 
Bllrea.u, Insurance Co. 

A-32. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. 
A-33. l\1r. 'V. H. Painter, Sr., executive vice president, United Fidel­

it.y Life Insurnnce Co., Dallas, Tex. 
B--4. Mr. T. A Bradshaw, president of the Provident :JIutual Life 

Insurance Co. of Philadelphia. 
B-6. Mr. Austill J. Tobin, chairman of the Conference on State 

Defense and executive director of the Port of N ew York 
Authority. 

B-28. Mr .. r oseph F. Clark, executive director, 1\111nicipal Finance 
Officers' Association of the United States and Canada. 

B--41. Mr. G. H. Poindexter, president, Coastal States Life Inslll'ance 
Co. 

B--43. The HonoraLle John :JIarshall Butler, Senator from ~1aryland. 
B-53. MI'. ,V. L. Newton, execntive vice president, Kentucky Central 

Life &, Accident Insllrance Co, Anchorage, Ky. 
B-5G. Mr. Haydon Burns, mayor, Jacksonville, Fla. 
B-59. American Farm Bureau Federation. 
B-61. Mr. T. C. l\IcCnllough, president of the Union National Life 

Insurance Co., Baton Rouge, La. 
B-62. l\fr. Patrick Healy, .rr., executive director of the American 

Municipal Association (specifically requests more generons 
treatmcnt under both phases 1 and 2). 

B-63. Mr. BCl'l1ard F. HilJenbrnnd, execntiye director, National Asso­
ciation of County Oflicials (specifically reqnests more gener­
ous treatment under both phases I and 2) . 

B-64. 1\11'. Stanford Z. Rothschild, Sr., president, SUll Life Insurancc 
Co. of America, Balt.imore, Md. 
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B~65. Mr. Harry "'V. Colmery, Kansas Life Insurance Execntives' 
Association. 

4. Propose more favorable treatment of intercorporate divi­
dends received under phases 1 and 2: 
B-50. Mr. Joseph M. Bryan, senior vice president, Jefferson Stand­

ard Life Insurance Co. 
5. Oppose any extension of benefits accorded tax-exempt 

jnterest: 
A-44. Dr. George E. Lent, professor of business economics, Dart­

mouth College, Hanover, N.H. 

D. Sl\IALL BUSINESS TAX RELIEF 

1. Favor increasing the small-business deduction from 5 percent 
to something like 25 p~l"cent but still keeping the $25,000 ceiling: 

A-S. Mr. John A. Lloyd, president of the Union Central Life Insur­
"ance Co. of Cincinnati, Ohio (accompanied by Carl DeBuck 
and W. Lee Shield). 

A-32. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. 
A-37. Mr. ",Villimn Benton Carssow, Sr., general counsel, Texas Legal 

Reserve Officials' Association, Austin, Tex. (favors a 7-per­
cent deduction and a ceiling of $35,000) . 

A-40. Mr. R. T. Stnart, Jr., president, Mid-Continent Life Insurance 
Co., Oklahoma City. 

B-16. Mr. John T. Acree, Jr., president of the Lincoln Income Life 
Insurance Co. of Louisville, Ky. (also vice president of the 
Life Insurers Conference, although not speaking for them). 

B-G5. Mr. Harry "'V. Colmery, counsel, Kansas Life Insurance Ex­
ecutives' Association. 

2. Favor increasing small business relief but do not specify 
form: 
A -21. Mr. "'V. 1. Boone, president of the Kansas Farm Life, Kansas 

Burean Life Insnrance Co. 
A-24. Mr. Manton Eddy, vice president and secretary, Connecticut 

General Life Insurance Co . 
. A-35. Mr. K. H. Easley, secretary of the Amicable Life Insurance Co. 

of ",Vaco, Tex. 
A-4S. Mr. Melvin C. Reese, .Jr., Association of Arizona Insurance 

Companies (perhaps $25,000 for all). 
B-13. Mr. George E. Richardson, president of the HBA (Hospital 

Benefit Assnrance) Life InSlll'anCe Co. of Phoenix, Ariz. 
B-51. Mr. Jack C. Vaughn, president, Spartan National Life Insur­

ance Co., Dallas, Tex. 
3. Favor making the fu.ll $25,000 of reduction in taxable invest­

ment income available to all: 
A-46. Mr. George S. Harris, assistant secretary and investment offi­

cer of the Chicago Mutual Assurance Co. (accompanied by 
Carl Tiffany). 
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B-61. Mr. T. C. McCullough, president of the Union National Life 
Insurance Co., Baton Ronge, La. 

4. For new companies provide a minimum policy and other con­
tract liability deduction in phase 1 of 87.5 percent. New com­
panies would be those licensed to write life insurance for not 
more than the last 9 years: 
A-30. Mr. ,V. A. Verlander, executive vice president and treasurer, 

American Heritage Life Insurance Co., ,J acksOl1Yille, Fla. 

OTHER PROVISIONS AFFECTING BOTH PHASES 1 AND 2 

1. Would allow a credit against the Federal tax, or other relief, 
for part or all of State premium taxes paid: 
A-12. Mr. Francis V. Keesling, Jr., first vice president and general 

connsel, ,Yest Coast Life Insurance Co. 
A--41. ::\Ir. Claris Adams, executive vice president and general coun­

sel of the American Life Conven60n. 
A--48. Mr. ::\Ielvin C. Reese, Jr., president, Association of Arizona 

Insurance Companies. 
B--4. Mr. T. A. Bradshaw, president of the Proyident ::\Illtuul Life 

Insnrance Co. of Philadelphia. 
B-21. Mr. Guilford Dudley, Jr., on behalf of the Life &: Casnalty 

Insnrance Co. of Tennessee. 
B--48. Mr. George ,r. Brngger, Denver, Colo., representati.-e of the~ 

Provident Mutual Life Insurance Co. of Philadelphia. 
B-5l. Mr. ,Jack C. Yaughn, president, Spnrtan Xational Life Insur­

ance Co., Dnllas, Tex. 
B-65. Mr. Harry ,,~. Colmery, counsel, Kansas Life Insurance Exec­

ntives' Association. 
2. Expand the definition of reserves for purposes of the phase 1 

and phase 2 tax bases to include reserves: (a) of an actuarial 
nature which are not required by State law but are required by 
State insurance departments; (b) not of an actuarial character 
(such as security valuation reserves) required by a State insur­
ance department: 

B-30. Mr. Carl A. Hulbert, commissioner of the Department of 
Insurance of the State of Utah. 

3. Although under the bill losses on bonds, debentures, etc., are 
capital losses, it is stated that losses on mortgages should be con­
sidered as bad debts: 
B-60. Mr. Claris Adams and Mr. Eugene M. Thon~, executive vice 

president and general counsel of the American Life Conven­
tion and vice president and general cOlUlsel of the Life Insur­
ance Association of America, respectively. 

F. POLICYHOLDER Dn~DExDs 

1. In computing an underwriting loss which may be offset 
against phase 1 taxable investment income, allow policyholder 
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dividends as a deduction to the extent of 50 percent of the loss 
which would occur if they were allowed in full : 
A-I. Mr. Deane C. Davis, president, National Life Insurance Co. of 

Vermont (accompauied by 'V. James Preble, actual'Y)· 
A-2. Mr. Carrol U. Shanks, pl·esident, Prudential Insurance Qo. of 

America (accom.panied by "T. Chodoroff and Lams R. 
Menagh). . 

A-3. :Mr. Richan1 C. Guest, vice president, Massachusetts :Mutual 
Life Insurance Co. (accompanied hy Ch~rles Brierley ) .. 

A-6. Mr. D. N. 'Yarters, pl'esident, Bankers LIfe Co., Des Mome:" 
Iowa (accompanied by ,Yilliam Rae) (percent not SpecI­
fied) . 

A-16. Mr. Robert E. Slater, rice pl'esident of the John Hanco<?k 
Mutual Life Insurance Co. (accompanied by B . Fl'anklm 
Bhir, actuary of Provident Mutual ). 

A-3I. Mr. 'Vi1ia111 F. Poorman, president, Central Life Assurance 
Co., Des Moines, Iowa. 

A-39. :Mr .• J ohn J. :Jlagoyern, Jr., rice president and counsel Mutual 
Benefit Life Illsurance Co. of Xewark, X .• J. 

A-42. 1\Ir. Albert L. Hall, vice president and general cOlUlsel, Berk­
shire Life Insurance Co., Pittsfield, :JInss. 

A-47. Mr. Da,niel J. Lyons, vice president, Guardian Life Insurance 
Co. of .America. 

B-17. 1\:[1'. Theodon~ A . Stemmel'luann, yice president and actuary of 
the Home Life Insurance Co. of Xew York, N.Y. 

B-22. 1\h. Clarance .J. Myers, president of N" e\Y York Life Insurance 
Co. 

B-23. 1\'[1'. Charles J. Zimmerman, president of the Connecticut 
Mutual Life Insllrance Co., Hartford, Conn. 

B-2G. 1\h. William 1\1. Dudley, fi.eld underwriter of the Home Life 
Insurance Co. of N ew York, Lynch burg, Va. (percent not 
specified) . 

B-29. Mr .. James L. Neville, president of the Salt Lake Association of 
Life Underwriters (percent not specified). 

B-33. 1\[1'. Sbtnley Falk of Little Rock, Ark., agent for the Mutual 
Life Insnrance Co. of NeW' York. 

B-39. 1\[1'. Guy L . Evans, fielclllndenHiter of the ~Iutual of New York 
of Pneblo, Colo. (percent not specified). 

B-47. Mr .• T. Richard Clarke, Boise, Idaho, agent for the Mutual Life 
Insurance Co. of New York (percent not specified). 

2. In computing an under writing loss which may be offset 
against phase 1 taxable investment income, allow policyholder 
dividends as a deduction in full to the extent of the first $50,000 
of an underwriting loss attributable to dividends, and to the ex­
tent of 50 percent of any remaining loss attributable to these 
dividends: 
A-3. }\fro Richard C. Guest, vice president, ).Iassachusetts Mutual 

Life Insurance Co. (accompanied by Cha rles Brierley). 
3. To the extent negatives under phase 2 are not allowable as 

reductions in the phase 1 tax base, they should be available in 
the form of carrybacks or carryforwards as offsets against phase 
2 gains of other years: 
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A-24. Mr. Manton Eddy, vice president and secretary, Connecticut 
General Life Insurance Co. 

4. Oppose, in computing an underwriting loss which may be 
offset against phase 1 taxable investment income, the allowance 
of policyholder dividends as a deduction: 
A-4. Mr. Charles A. Taylor, president, the Life Insurance Co. of 

Virginia. 
A-S. Mr. John A. Lloyd, president of the Union Central Life Insur­

ance Co. of Cincinnati, Ohio (accompanied by Carl DeBuck 
and ,V. Lee Shield) . , 

A-33. Mr. ,V. H. Painter, Sr., executive vice president, United Fidelity 
Life Insurance Co., Dallas, Tex. 

A-43. Dr. Roy E. Moor, professor of economics, ,Yilliams College, 
,Villiamstown, Mass. 

A-44. Dr. George E. Lent, professor of business economics, Dart­
mouth College, Hanover, N.H. 

A-46. Mr. George S. Harris, assistant secretary and investment officer 
of the Chicago Metropolitan Mutual Assurance Corp. (ac­
companied by Carl Tiffany) (opposed to extent dividends 
represent investment. income). 

5. Favor providing more time for policyholder dividends which 
are to be allowed as deductions under phase 2: 
B-40. Mr. ,Villiam A. Lyon, president, National Association of Mutual 

Savings Balllm. 
6. Questions toe desirability of the deduction of policyholders 

dividends: 

A-4S. MI'. Melvin C. Reese, Jr., president, Association of Arizona 
Insurance Companies. 

7. Recommends that policyholder dividends first be reduced 
by the amount of any taxable investment income remaining after 
payment of tax, and that only any excess policyholder dividends 
ove:c this am.ount be allowed as :Ieductions under phase 2: 
A-36. Mr. ,V. ,V. ,Vilson, Jr., president, Colorado Life Convention, 

and president, United States American Life Insnrance Co., 
Denver, Colo. 

B-5S. Mr. Charles H. Connally, Sonthwestel'l1 Life Insurance Co., 
Dallas, Tex. 

8. Favors a special deduction in phase 2 for nonparticipating 
policies to offset investment income element in policyholder divi­
dend deduction: 
A-37. Mr. ,Villiam Benton Carssow, Sr., genera] counsel, Texas Legal 

Reserve Officials' Association, Austin, Tex. 

9. Prevent the denial of policyholder deductions in the opening 
where they had by error been claimed in the prior year: 
B-72. Mr. Lalll'ens ,Yilliams. 
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G. NEGATIVES ARISING FRmI POLICYHOLDER DIVIDENDS AND 10 PER­
CENT AND 2 PERCENT DEDUCTIONS 

I. For small insurance companies with underwriting losses, 
favor full allowance of policyholder dividend deduction, 10 per­
cent deduction for increases in nonparticipating reserves and 2 
percent deduction for group insurance premiums. 
B-4G. Mr. Paul E. K eller, president, Benefit Association of Railway 

Employees, Chicago, Ill. 
2. The limitations, where there is an underwriting loss, with 

respect to the 10 percent deduction for increases in nonpartici­
pating reserves, the 2 percent deduction for group insurance 
premiums and the deduction for policyholders dividends should 
be "smoothed out" and applied over a 10·year period instead of 
on a year-by-year basis. 
B- 57. Mr. Millard Bartels, chairman, insurance executive com­

mit.t.ee, the Travelers Insurance Co., Hartford, COHn. 

H. TIlE lO-PERCEXT DEDUCTION FOR NONPARTICIPATING POLICIES AND 

TUE 2-PERCENT D EDUCT WN \FOR GROUP INSURANCE 

I. Allow underwriting losses either in their entirety or in part, 
as offsets against phase 1 taxable investment income to the extent 
they arise (a) from the lO·percent deduction for additions t.o non­
participating reserves or (b) from the 2-percent deduction from 
group insurance: 
A-2. Mr. Carrol M. Shanks, president, Prudential Insurance Co. of 

America (accompanied by ",Y. Chodorcoff and Louis R. 
Menagh). 

A-3. Mr. Richard C. Guest, vice president., Massachusetts Mutual 
Life Insmance Co. (accompanied by Charles Brierley) «b) 
only) . 

B-GO. Mr. Murray ",Y. La.timer, Industrial Relations Consultants 
«b) only). 

2. Suggests as an alternative to the nonparticipating policy 
deduction of 10 percent of reserves a deduction of 5 percent of the 
current premiums from such policies (excluding policies for less 
than 5 years): 
B-15. Mr. Janis Farley, secretary-treasurer and actuary of Massa­

chusett.s Indemnity &. Life Insurance Co. 
B-IG. Mr. John T. Acree, Jr., president of the Lincoln Income Ljfe 

Insurance Co. of Louisville, Ky. (also vice president of the 
Life Insurers Conference, although not speaking for them). 

B-21. Mr. Gnilford Dudley, Jr., on behalf of the Life &. Casualty 
Insurance Co. of Tennessee (suggested as only rule, not as au 
alternative) . 

B-31. 1\11'. Orville F. Grahame, vice president and general counsel of 
the Panl Revere Life Insurance Co. of ",Vorcester, Mass. 

B-61. Mr. T. C. McCullough, president of the Union National Life 
Insurance Co., Bnton Houge, La. 
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B-Y5. :Mr. Harry 'Y. Colmery, counsel, Kansas Llfe Insurance Ex­
ecutlves' Associa tion. 

3. Favor 10 percent deduction for additions to nonparticipat­
ing reserves: 
B-3S. Mr. Frank P. Samford, president, Liberty National Life In­

surance Co., Birmingham, Ala. 
4. Increase from 10 percent to 12 percent the deduction for ad­

ditions to nonparticipating reserves: 
, 

A-26. Mr. Leonard H. Savage, president, Standard Life &; Accident 
Insnrance Co. of Oklahoma Citv. 

A-~2. JUl'. Ray E. Lee, vlce president, Austin Life Insurallce Co. 
A-40. Mr. R. T. Stnart, .Jr., president, ~Iid-Continent Life Insurance 

Co., Oklahoma City. 
A-41. :Mr. Claris Adams, execntive vice president and general counsel 

of the America,n Life Convention (stat·es 10 percent is too 
low). 

B-42. Mr. Sterling Hollowa,y, chairman of the board of Continental 
Life Insurance Co., Fort ,Yorth, Tex. 

5. Oppose the 10 percent deduction for additions to nonpartic­
ipating reserves: 
A-44. Dr. George E. Lent, professor of business economics, Dart­

mouth College, Hanover, N.H. 
6. Expand the 2 percent deduction for group insurance to cover 

individual accident and health insurance: 
A-15. Mr. Devereaux F. ~icClatchey, general counsel of the Kational 

Association of Life Companies (accompauied by Mr. De,Yitt 
Roberts, execntiye secretary). 

A-37. Mr. ,Villiam Benton Carsso,,", Sr., general counsel, Texas Legal 
Reserve Ofiicials' Assoclation, Austin, Tex. 

B-46. Mr. PUlll E. Keller, president, Benefit Association of Railway 
Employees, Chicago, Ill. . 

7. Questions the desirability of the 2-percent and lO-percent 
deductions under phase 2: 
B-4. JUr. T. A. Bradshaw, president of the Provident Mlltual Life 

Insurance Company of Philadelphia .. 

1. OTHER DEDUCTIOXS UNDER PHASE 2 

1. Favors a special deduction under phase 2 for stock companies 
since they tend to make smaller additions to reserves than mu­
tual companies: 
A-41. Mr. Cla1'is Adams, executive vice presldent and general coullsel 

of the American Life COllYention. 
2. Questions the desirab:lity of the 50-percent reduction in the 

phase 2 tax base: 
A-44. Dr. George E. Lent, professor of business economics, Dart­

mouth College, Hanover, N.H. 



TAXATION OF LIFE INSURANCE COMPANIES 13 

3. Favors a deduction for additions to secu:rity valuation 
reserves: 
B-65. Kansas Life Insurance Executives' Association. 

J. OPERATIONS Loss CARrrYl~ACK AND CARRYFORWARD 

1. Allow a 15-year loss carryover for newly organized 
companies: 
A-3. Mr. Richard C. Guest, vice president, Massachusetts Mutual 

Life Insurance Co. (accompanied by Charles Brierley). 
A-37. MI'. "Tilliam Benton Carssow, Sr., general connsel, Texas Legal 

Reserve Officials: Association, Austin, Tex. 
B-16. Mr. John T. Acree, Jr., president of the Lincoln Income Life 

Inslll'ance Co. of Louisville, Ky. (also vice president of the 
Life Insurers Conference, although not speaking for them). 

B-61. )lr. T. C. McCullough, president of the Union National Life 
Ins11rance Co., Baton Rouge, La. 

B-65. 1\:[1'. Harry ",V. Colmery, counsel, Kansas Life Insurance Execu­
tives' Association. 

2. Allow operations loss carryforwards from 1955, 1956 and 
1957: 
A-25. Mr. John A. Copeland, president, Progressive Life Insnrance 

surance Co. (number of years not specified). 
A-28. Mr. S. E. :McCreless, president, American Hospital & Life In­

surance Co. of San Antonio, Tex. (accompanied by Gene T. 
Archer) . 

B-42. Mr. Stirling Holloway, chairman of the board of Continental 
Life Insurance Co., Fort'Vorth, Tex. 

B-55. ~lr. James E. Dmllle II, president, International Life Insur­
ance Co., Austin, Tex. (allow carryforward from 1953). 

B-65. Ml'. Harry 'V. Colmery, counsel, Kansas Life Insurance Execu­
tives' Association (num.ber of years prior to 1958 not 
specified) . 

3. Allow carrybacks of losses to years before 1958: 
B-4G. Mr. Paul E. Keller, president, Benefit Association of Rallway 

Employees, Chicago, Ill. 
4. Allow a special 5-year carryforward of accumulated losses 

incurred before 1958 where a company had accumulated losses 
from the date of its inception to December 31, 1957: 
B-55. Mr. James E. Dunne II, president, International Life Instll'­

ance Co., Austin, Tex. 
5. Allow a 10- or 15-year loss carryforward for small 

companies: 
A-40. Mr. R. T. Stuart, Jr., president, Mid-Continent Life Insurance 

Co., Oklahoma City. 
6. Allow a 10-year carryforward of operations losses: 

A-26. Mr. Leonard H. Savage, president, Standard Life & Accident 
Insurance Co. of Oklahoma City. 
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A-32. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. 
(number of years not specified). 

B-57. Mr. Millard Bartels, chairman, insurance executive committee, 
the Travelers Insurance Co., Hartford, Conn. 

7. Allow the operations loss deduction as a direct deduction 
against the combined tax bases of phases 1, 2, and 3: 
B-57. Mr. Millard Bartels, chairman, insurance executive committee, 

the Travelers Insurance Co., Hartford, Colm. 
8. Allow a special 8-year loss carryforward for new companies 

and make this available for 8 years prior to 1958. A new company 
would be one licensed to write life insurance for not more than 
the last 9 years: 
A-30. Mr. ",Y. A. Verlnnder, executive vice president and treasurer, 

American Heritage Life Insurance Co .• Jacksonville, Fla. 

K. OTHER Cm[}rENTS ON PHASE 2 

1. State that the proposed bill fails to give adequate consider­
ation to the situation of stock companies in the process of mutual­
ization. Recommended that if gain from operations is to remain 
as a part of the tax base (phase 2) a deduction also should be per­
mitted for payments (other than dividends) to stockholders under 
a mutualization program committed for by the company prior to 
the effective date of this legislation: 
A-I1. Mr. Paul E. Martin, administrative vice president of the Ohio 

National Life Insurance Co. (accompanied by ",Villiam J, 
Schmid, general counsel). 

B-45. Mr. Edwin "'V. Henne, president, Farmers & Traders Life In­
surance Co., Syracuse, N.Y. 

B-69. JUl'. Claris Adams and lUI". Eugene M. Thore, executive vice 
president and general counsel of the American Life Conven­
tion and vice president and general cOlUlsel of the Life Insur­
ance Association of America, respectively. 

2. In the case of companies with capital and surplus of not over 
$5 million, it was proposed that no tax be imposed under phase 2 
until a company's capital and surplus exceeds 25 percent of its 
life insurance reserves, or 60 percent of its net premiums, which­
ever is greater: 
B-36. Mr. Frank H. Rawlings, vice president Hnd general cOllnsel of 

the Century Life Insurance Co., Fort ",Vorth, Tex. 
B-G6. 'Mr. H. C. Evans, president, Universal Life & Accident Insur­

ance Co., Bloomington, Incl. 
B-67. Mr. George "'V. E. Smith, State Security Life Insl11'ance Co., 

Anderson, Ind. 
3. The "return premiums" by which the gross premiums are 

reduced should include premium refunds made on cancellation 
of policies or changes to lower premium plans: 
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B-6~. Mr. Clal'is ..:\.dams and :Mr. Eugene M. Thore, exe-cntive vice 
president and general cOlmsel of the American Life Conven­
tion and vice president and general cOlUlsel of the Life Insur­
ance Association of America, respectively. 

4. Favor postponement of tax on half of underwriting gains 
until time of distribution: 
B-3S. Mr. Frank P. Samford, president, Liberty National Life In­

surance Co., Birmingham, Ala. 
5. Provide for the g-radualapplication of the phase 2 tax over a 

5-year period: 
A-26. Mr. Leonard H. Savage, president, Standard Life & Accident 

Insurance Co. of Oklahoma City. 
A-40. Mr. R. T. Stnart, Jr., president, Mid-Continent Life Insurance 

Co., Oklahoma City. 
B-54. Mr. Arthur J. Cade, executiw vice president, Old Repnblic 

Life Insurance Co., Chicago, Ill. 
6. Postpone the effective date of the phase 2 tax for 1 year: 

A-22. Mr. Scott ,V. Lucas. speaking for Mr. Earl O'Keefe, 'president, 
'Vestern National Life Insurance Co. of Texas. 

7. Mutual companies should not be taxed under phase 2: 
B-5. Mr. ,Villis H. Satterthwaite, vice president and counsel of the 

Penn Mutual Life Insnrance Co. 
8. Opposed to phase 2 : 

A-9. Mr. Johnson D. Hill, Jr., executi'-e vice president, Atlas Life 
Insnrance Co. (accompanied by C. H. Menge). 

A-32. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. 
A....:35. Mr. K. H. Easley, secretary of the Amicable Life Insurance Co. 

of ,Vaco, Tex. 
A-48. Mr. Melvin C. Reese, Jr., president, Association of Arizona 

Insurance Companies. 
A-50. Mr. James H. Horn, vice president, Sonthern United Life In­

surance Co., Montgomery, Ala. 
B-34. Mr. C. B. ,Vhiteside, vice president of the Merchants National 

Bank of Fort Smith, Ark. (antomobile finance department). 
B-35. :Mr. G. E. ,Vainscatt, president, :Midland Empire Life Insl1l'­

ance Co., Atchison, Kans. 
9. Indicates that term "net gain from operations" was selected 

to avoid confusion with the terms "net profit" or "net income": 
B~6S. Mr. ,V. Bl'nce, Chief Insnrance Examiner, Department of In­

surance, State of Callfornia. 

L. PHASE 3 SrnGEST10XS 

1. Under phase 3 permit the distribution (or addition to share­
holders surplus account free of tax) of capital and sur,plus ac­
cumulated prior to f959, to the extent 'Of 2 percent a year: 
A-7. Mr. H. Lewis Rietz., execntiye ,ice. president, Great Southern 

Life Insuraiice Co. 

38624-ti9-3 
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A-22. Mr. Scott ",V. Lucas, speaking for Mr. Earl O'Keefe, president, "r estern National Life Insnrance Co. of Texas (without any 
limitations) . 

A-32. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. 
(without any limitation). _ 

A- 33. Mr. ",V. H. Painter, Sr., executive vice president, United Fidel­
ity Life Insurance Co., Dallas, Tex. (without any limita-
tion). . 

A-36. Mr. ",V. ",V. ",Vilson, .Jr. , president, Colorado Life Convention, 
and president, U.S. American Life Insurance Co., Denver, 
Colo.). ­

A-40. Mr; R. T. Stuart, .Jr., president, Mid-Continent Life Insurance 
Co., Oklahoma City. 

B-42. Mr. Sterling Holloway, chairman of the board of Continental 
Life Insurance Co., Fort ",Vorth, Tex. 

B - M . . -Mr. Arthur .J. Cade, executive vice president, Olel Repnblic 
Life Insurance Co., Chicago; Ill. (to the extent of 5 percent 
a year). 

B- 05. Mr. HalTY ",V. Cohnery, counsel, KanSfi S Life Insurance Execu­
tives' Association (with an annual limitation of 5 or 19 
percent). 

2. Under phase 3, permit the distribution free of tax of capital 
and surplus contributed after 1958: 
A- 7. Mr. Lewis Rietz, executiye vice president, Great Southern 

Life Insurance Co. 
A- 20. Mr. L eonard H. Savage, president, Standard Life & Accident 

Insurance 0 0. of Okh.homa City (without limitation as to 
when contributed). _ 

A-36. Mr. ",V. ",V. ",Vilson, .Jr., president, Colorado Life ConYention, 
and president , U .S. American Life Insurance Co., Denver, 
Colo. 

B-4:2. Mr. Sterling Holloway, chairman of the board of ContinentaJ. 
Life Insurance Co., FOlt ",Vorth, Tex. 

3. Under phase 3, permi t the distributions free of tax of funds 
in complete redemption of callable preferred stock which was 
outstanding on January I, 1959: 
13-30. }Ir. Frank H. Ra,ylings, yice president and general \:ollnsel 

of the Century Life Insnrance Co., Fort ",Vorth, Tex. 
4. Provide for the application of phase 3, gradually over a 

period of 5 years: 
A-38. Mr. Frank Jorchn, connsel, the Sureway Life Insurance Co. 

of South Carolina, Cohmlbia, S.C. 
B-54. Mr. Arthur J. Cade, executiye vice president, Old Republic 

Life Insurance Co., Chicago, Ill. 
5. Provide as an alternative that taxpayers may apply the phase 

3 tax in!1958: '. 
B- 6i. Mr. T. G. McCullough, president of the Union National Life 

Il\SUrance Co., Baton Rouge La. 
B~70. )[onlunental Life Insurance Co. of Baltimore, Md. 
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6. Remove the Jimitation in phase 3 which restricts tax-free 
accumulations to 25 percent of life insurance reserves or 60 per­
cent of current premiums, or alternatively, if the limitation is 
retained subs tit ute for the 60 percent of premiums test a ceiling 
based on 5 per~ent of insurance in force: 
A-22. Mr. Scott ",Y. Lucas, speaking for lUI'. Earl O'K eefe, president, 

",Vestem National Life I nsurance Co. of T exas. 
7. In phase 3 tighten the requirements which result in a tax 

when the balance in the policyholder surplus account reaches 
25 percent of reserves or 60 percent of premiums, whichever is 
higher. 
A-44. D r. George Eo Lent, professor of bllsiness economies, Dar t­

mouth College, H allOyer, N.lI. 
S. Ins tead of applying the phase 3 tax whenever a com pany no 

longer qualifies as a life insu rance company, apply it when a 
company ceases doing new business as a life insurance company 
or ceaes to qua lify for 3 consecutive yea rs : 
A-22:1\11'. Scott ",V. Lucas, speaking 1'0], ?Ill'. E arl O'K eefe, president, 

·Western National Life I nsurance Co. of Texas. 
9. Elimina te phase 3: 

A-15. 1\11'. Devereaux F. McClatchey, general counsel of the National 
~\'ssocjation of L ife Companies (accompanied by Mr. De ,-ritt 
Hoberts, executive secl'etary) (but tax profits of specialty 
companies and windfall of others). 

A-35. Mr. K. H. Easley, secretary of the Amicable Life Insurance Co. 
of vYaco, T ex. 

A-3S; Mr. Frank Jordan, counsel, the Sureway Life Insnrance Co. of 
South Carolina, Colnmbia, S.C. 

A-46". ·Mr. Geor~e S. Harris, assistant secretary and investment officer 
of the vhicago Metropolitan Mutual Assurance Corp. (ac­
companied by Carl Tiffany). 

A-48. 1\Ir. :Melvin C. Reese, Jr., president, Association of Arizona In" 
snrance Companies. 

A-50. ?III'. ,]ames H. Hom, dce president, Southern United Life In­
surance Co., ) Iontgomery, Ala. (but tax profits of specialty 
companies and windfalls of others). 

B-21.Mr. Guilford Dudley, .Jr., on behr\lf of the Life &, Casualty In­
surance Co. of Tennessee. 

B-3.!.' 1\11'. C. B. ",Yhiteside, vice president of the. :Merchants National 
. Bank of FOl:t Smith, .Ar~. (a,utOl~obil e financ~ department). 

B-35. Mr. G. E . ",Vamscatt, preSIdent, :i\lJdland E mpIre L ife Insur-
ance Co., Atchison, Kans. . 

B:-5~r.·~h. Berne K .• J ensen, Boise, I daho. 
B-54. Mr. Arth1ll' J . Cade, executive vice presi uent, Olel Republic Life 

Inslll'ance Co., Chicago, I ll. 
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M. CAPITAL GAD, PROBLE~rS 

(For this also see qualified pensions abo,e) 

1. Treat capital gains . credited by contract to reserves of a 
policy as a part of investment income (a problem in the case of 
variable annuities) : 
B-2. Mr. Robert A. Crichton, Variable Annuity Life Insurance Co. 

of America, 1Vashington, D.C. 
2. Set the capital gains tax up as an alternative tax in the same 

manner as for other corporate taxpayers: 
B-4. Mr. T. A. Bradshaw, president of the Provident )[utual Life 

Insurance Co. of Philadelphia. 
3. Make provision for the deduction of capital losses in excess 

of capital gains but in a manner which does not permit abuse: 
A-3. Mr. Richard C. Guest, vice president, Massachusetts Mutual 

Life InsUl'anee Co. (accompanied by Charles Brierley). 
B-57. Mr. Millard Bartels, chairmall, insurance executive c-Ommittee, 

the Travelers Illsurallce CO' j Hartford, Conn. (ProYision 
for a deductible secUl'ity valuation reserve was suggesUxl as 
an alternative.) 

4. Opposed to the tax on capital gains: 
A-50. ~fr. James H. Horn, vice president, SOllthel'll United Life 111-
surance Co., Montgomery, Ala. 

5. The exception to the rule providing for the nonrecognition 
of capital gain attributable to the period before December 31, 
1958, should not apply to any property which has been held by 
the life insurance company on or before December 31, 1958. As 
to property aCCiuired since that date, the exception should not 
apply to property which has a basis determined by the basis of 
property held by the company prior to 1959 (such as property 
acquired prior to that date in ex~hange for like property): 
B-69. Mr. Claris Adams andUl'. Eugene M. Thore, executive yice 

president aJlCl general coullsel of the American Life Con­
vention and vice. pl:esident and general cOUl~sel of the-Life 
Insurance ASSOCtatlOlI of Anierlca, respectively. 

Prevent the taxing of capital gains on the disposition of prop­
erty acquired or deemed acquired before December 31t 1958, where 
the property had a substituted basis, eSpecially where "boot" is 
involved: 
B-71. Mr. Lal1l'ens 1Villiallls. 

Prevent the taxation of capital gains realized after 1958 on 
pre-1959 sales: 
B-71. Mr. Lal1l'ens 'Villiams. 
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X. PRELIMINARY TERM AnJUSnIENT PROBLEM 

1. Suggests that provision be made for another approximate 
revaluation method in converting reserves from a preliminary 
term basis to a net level premium basis which is not based on 
$1,000 units of life insurance: 
B-15. Mr. Jarvis Farley, secretary-trensurer and actuary of Massa­

chusetts Indemnity & Life Insurance Co. 
2. In the case of a conversion of lif-e insurance reserves from 

a preliminary term basis to the net level premium basis under 
the exact revaluation method, the word "morbidity" should be 
added to the word "mortality" to cover noncancellable or guar­
anteed renewable accident and health insurance: 
B-69. Mr. Chris Adams and Mr. Eugene M. Thore, executive vice 

president and general counsel of the American Life Conven­
tion and vice president and general cOllllsel of the Life Insur­
ance Association of America, respectively. 

3. In the case of the election to convert from a preliminary 
term basis to a net level premiums basis under either the exact 
or approximate revaluation method, taxpayers should be per­

~ mitted to use either method for 1958 without being required to 
adhere to such method for subsequent years: 
B-69. Mr. Chris Adams and Mr. Eugene M. Thore, e~ecutive vice 

president and general counsel of the American Life Conven­
tion and vice pre!'?ident and general counsel of the Life 
Insurance Association of America, respectively. 

O. TRANSITION RULES 

1. Adoption of a transition rule to the new formula: 
A-4. Mr. Charles A. Taylor, president, the Life Insurance Co. of 

Virginia. 
A-9.'-Mr. Johnson D. Hill, Jr., executive vice president, Atlas Life 

Insurance Co. (accompanied by C. H. Menge) . 
A-20. Mr. Russell H. Matthias, general counsel, Stat.e Farm Life In­

surance Co. of Bloomingt.on, Ill. (accompanied by Robert C. 
Perry, first vice president). 

B-16. Mr. John T. Acree, Jr., president of the Lincoln Income Life 
Insurance Co. of Louisville, Ky. (also vice president of the 
Life Insurers Conference, although not speaking for them). 

B-2!. Mr. Guilford Dudley, Jr., on behalf of t.he Life & Casualt.y 
Insurance Co. of TelluesSeB. 

B-3!. Mr. Orville F. Grahame, vice president and general counsel of 
the Pan I Revere Life Insurance Co. of Worcester, Mass. 

B-53. -Mr. "T. L. Newton, ex~clltiye vice president, Kentucky Cent.ral 
Life & Accident Insurance Co., Anchorage, Ky. 

B-61. :'\fr. T. C. McCullongh, presidmit of the Uriion National Life 
IlIsnrance Co., Bat-on Rong!'" La. 

B-65. }[r. Harry 'Y. Colnwry, counsel. Kansas Life Insurance Execn­
tiyes' Associatioll. 
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P. SUGGESTIONS RELATED TO SPECIFIC SITUATIQNS 

1. Broaden the exemption under 501(c)(9) to remove the re­
quirement that 85 percent or more of the receipts must consist of 
amounts received from the employer or the employees: 
A- 17. Mr. ,Yilliam B. Elson, .Jr., counsel ; Swift 8:: Co. Employees 

Benefit Association (accompanied by O .. H. Lang, l\Iichae.l 
Verderosa, Joseph Aramowitz, representing the associati?11 
and Mr. Joseph B. Meegan, of the Back to the Yards SOCIal 
l\ction Cl'nb of Ohicago). _' _: _ 

2. Suggest the definition of a life insurance company should 
be based on a percentage of premiums which are life insurance 
premiums rather than the percent of reserves which are life insur:­
ance r.eserves: 
-A--44. Dr. Geor§!e E. Le.nt, professor of bnsiness economics, Dart­

month Oollege, H tmover, N.H. 
3. Want it to be r.:!ade clear that the definition of a life insur­

ance company includes a life insurance department of a mutual 
savings bank: 
-B--40; MI,-,Yilliam A: LYOll , president, X ational Association of)1u~ 

tnal Savings Banks. . . 
4. Recommend excluding from "life insurance company taxable 

income" income derived from sources outside of the United 
States and Canada: 
B-49. 1\11'_ Raymond H. Belknap, president. the U .S. Life Insurance 

OO.-ill the city of Kew York. 
5. P ermit life insurance companies to establish deductible 

reserves for bad debt losses on mOl·tgage loans: 
A-~2. Mr'-Scott 'Y. Lucas,'si)ca]/iilg 'for ~Ir. Earl O'K~efe, presic1~nt, 

W estern National Life Insnrailce Co. of Texas. . 
6. Expand the definition of deficiency re!'lerves (w~ich . are. ex­

cluded from life insurance Teserves) to include amounts which-a 
company had' to set aside in its reserves to cover low premium 
rates agreed to in the case of old mutual assessment contracts 
it has taken over: . 

A-3~. Mr. Ray E'-Lee. vice president , ~\..u stin Life Insurance Co. 
7. Instead of defining "deficiency reserves" in terms of aggre­

gate prem"iums on life insurance and annuity contracts define 
them in terms of the aggregate of reserves on individual 
.contracts. 
B-6V. Mr. Claris Adams and :Mr. Eugene U. Thorc, executive "ice 

pre.sident and general counsel of the American Life Con­
yention and "iee president Hnd general counsel of the Life 
Insm'ance Association of Ameriea, respectively_ 

8. Suggested that the sale in 1958 of a block of industrial 
insurance at a loss should not result in a tax: 
A--45. Mr. Vester T_ Hughes, Jr., American Life Insl1l'ance Co. of 

Birmingham, Ala. 
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9. In the case of Canadian life insurance companies doing 
business in the United States permit, as an alternative method, 
the portion of a distribution to shareholders attributable to U.S. 
business to be determined on the basis of the ratio of the com­
pany's U.S. total insurance liabilities to the company's total insur­
ance liabilities. Also, provide allocation rules to be applied in the 
case of the mutualization of ~ foreign compa".y: 
B-G9. Mr. Claris Adams and Mr. EugeJle M. Thore, executive vice 

. president and general counsel of the American Life Con­
vention (tnd vice p resi dent and general cOllnsel of the Life 
Insurance Association of America, respectively. 

Q. GENERAl, SUGGESTIONS 

1 .. ;.The.1942 fQr~ula }s_!lJ)ge.sirable.,and .should not be. continued : 
A-5. Mr. Edward J. Schmuck, vice president and gel1eral COlUlSel, 

Acacia Mutual Life Insurance Co. (accompanied by Lloyd 
K. Crippen and ,,~illiam Siml).c;on). 

B-4. ~h. T. A. Bradshaw, president of the Provident :JIutual Life 
Insurance Co. of Philadelphia. 

B-5. MI'. ,)Tillis H. Satterthwaite, vi<;e president and counsel of the 
Penn Mutual Life Insurance Co. 

B-10. l\Ir; Eugene M. Thorc of the Life Insurance Association of 
America ( a simila r letter was received from Claris Adams, 
executive vice president and general counsel of the American 
Life Convention). 

B-22. Ml'. Clarence J. :Myers, president of N ew York Life In:;;urance 
Co. 

~ ·2. Continue the <1942 formula for 1958 and give the bill further 
study: 
A-34. Mr .. James P. Swift, vice president and general counsel, South­

western Life Insurance Co. (accompanied by Charles H . 
Connolly) (or provide for the coll ection of $500 million for 
thi s year in any other manner which does not involve a phase 
2 tax) . 

B-18. Mr. Alvin , Vunderlich, Jr., president of the National Burial 
I nsurance Co., Memphis, Tmll. ' 

·3. (a) Oppose the bill and (b) favor a variant of the 1955 stop­
gap formula: 
·A-9. ~Ir .• Johnson D. Hill, .Jr., executive vice president, Atlas Life 

Insurance Co. (accompanied by C. H. ~Ienge) ((a) only). 
A- 15. Mr. Devereaux F . .McCla tchey, general counsel of tIle National 

Association of Life Companies (accompanied by :Mr. De Wjtt 
Roberts, executive secretary ). 

A-23. :Mr. FOJTcst G. Ray, vice president and secretary of the. Guar­
anty Income Life Insurance Co. of Baton Ronge, La. , on 
behalf of the N ntional Associa tion of Life Companies. 

A-25. Mr .. John A. Copeland, president, Progressive Life Insurance 
Co. 
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A-46. Mr. George S. Harris, assist.ant. secretary and investment officer 
of t.he Chicago Metropolit.an Mutual Assurance Corp. (ac­
companied by Carl Tiffany). 

A-4S. Mr. Melvin C. Reese, Jr.~ president, Association of Arizona In-
surance Companies. . 

A- 50. Mr .. Tames H. Horn, vice president, Southern United Life In­
surance Co., Montgomery, Ala. 

B~1. A. H. Cadwallader, Jr., San Antonio, Tex. ((a) only). 
B~3. Edmund L. Zalinski, exeeutive vi.ce president of the Life Insur­

ance Co. of North America. 
B- 21. Mr. Guilford Dudley, Jr., on behalf of the Life & Casualty In­

surance Co. of Tennessee. 
B-41. Mr. G. H. Poindexter, president, Coastal States Life Insurance 

Co. 
B-S1. Mr. C. T. McCullough, president of t.he Union National Life In-

surance Co., Baton Rouge., La. ~ 

4. Fear heavy taxes on life insurance will decrease the funds 
avaiJable for the mortgage money market: 
A-27. Mr. A. Maceo Walker, pre$ident of the Universal Life In­

su,ran.ce Co., appearing for the National Insurance Associa­
ciation (accompanied by ~. H. Bennett and .J esse Hill, Jr.). 

B- S. Mr; Carl I. Mitnick, president of the National Associatio1.l of 
Home Builders. 

B-25. Mr. Samnel E. Neel, general cOlUlsel of the Mortgage Bankers' 
Association of America. 

5. Request a specific statement in bill that the regulation of 
insurance companies and their reserves is to be left up to State 
insurance commissions and not in any respect to, be under the 
Internal Revenue Service. 
B-30. Mr. Carl A. Hulbert, commissioner or the Depart.rnent of In­

surance of the State, of Utah. 
6. Conce.rned with· competitive problem between mutual and 

stock companies: 
H-4S. Mr. George J. Brugger. Denever, Colo., representative of the. 

Provident Mutual Life Insurance Co. of Philadelphia. 
7. Suggestion not specific, but ~enera]]y concerned with heavy 

burden: 
A-H. Mr. John A. Kendrick, representing the Quaker City Life 

I nsurance Co. . 
A-29. The Honorable Hastings Keith, Congressman from Massa­

chusetts. 
B-1!l. Mr. Lawrence Carter Reeves, manl!-ger of the Home I .. 1£e In­

surance Co. of New York. 
B- 27. Mr. William R Gardner. general agent of the John Hancock 

Mnt.ual Life Insurance Co., Richmond, Va. 
B-37. Mr. W. 1(. R Holm, .rr .. the Holm AgencV, the Connecticut 

Mufunl Life Insurnnce Co. of Providence, RI. 



II. BY ORDER OF APPEARANCE 

A. TnOSE 'VHO TESTIFIFJ) 

1. Mr. Deane C. Davis, president, National Life Insnrance Co. of 
Vermont (accompanied by ,Yo .James Preble, actuary) (p. 61) 

(a) He would determine the "ded uction rate" under J?hase 1 on the 
basis of the earnings rate of the company for the year m qnestion or 
on the basis of the average earnings rate of the company over the cnr­
rent and 4 preceding taxable years instead of basing the dednction rate 
one-half on a company's own earnings rate and one-half on an assumed 
rate (either the company's or the industry's for the prior year, which­
ever is higher). He indicated that. the snbst.itution of a 1-year earn­
ingS figure would result in a revenue loss of $85 million ,,.hile the 
substitution of the 5-year average would result in a revenue loss Of $35 
million. The $35 million would be increased to $45 or $50 million, 
however, if the second amendment he proposed is not adopted. 

(b) He recommended that policyholdei> dividends be allowed in 
computing an undenvriting loss which may be offset against taxable 
investment income under phase 1, but only to the extent of 50 percent 
of the loss which would otherwise arise. He pointed out that the 
Treasury estimated that the full allowance of policyholder dividends 
would result in a revenue loss of $70 million and, therefore, that his 
proposal would result in a revemle loSs of approximately $35 ' million. 
. (c) In reply to a question he indicated that he favored the exemption 
for pension income. 
2 .. Mr. Carrol M. Shanks, president, Prudential Insurance Co. of 

America (accompanied by 'V. Ch6dorcbff and Lonis R. Menagh) 
(p.92) 

(a) He would determine the "ded uction rate" under phase 1 on the 
basis;of the average earnings rate of the company over the euti'ent:and 
4 pi·eeeding taxable years instead of basing the deduction rate one-half 
on t.he company's o';,n earnings rate and onC'-half on an assumed rate 
'(either the company's or t.he industry's for the prior year, whichever 
is higher). He estimated that this change would cost $43 million in 
revenue. 

(b) He suggested that the bill he amended to give at least a 50-
percent dednction for any negative obtained under step 2. He indi­
cated that this amendment would ' reduce the reventte by $35 million. 

(c) He suggested that the exclusion for pension fnnd be expanded 
to provide for the elimination of capital gains taxes on insured pension 
funds and also to provide in phase 2 fot the elimination of any gains 
attributable to the pension funds. 

(d) He would revise the bill to make the 2-percent deduction for 
group insurance (2 percent of premillms from this business) available 
even. though there was an underwriting loss under step 2 with the 

38624-59---4 23 
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resnlt that this deduction conld be offset. agaillst taxable ill vestment 
income. 
3. :Mr. Richard C. Gnest, vice president, Uassac1111setts Mutllal Life 

Insurance Co. (accompanied by Charles Brierley) (pp. 149 and 
682) _. 

(a) He would determine t1le "deduction rat~" under pllase 1 on the 
basis of t.he averag-e earnings rate of the company over the cnrrent Ilnd 
4 preceding taxable years instead of basing the deduction mte one-ha1£ 
on t.he company's Qwn earning'S rate and one-half on an assumed rate 
(either the company's- or the industry's for the prior year, whichever 
is hig·her). 

(by He favors the continuation of an exemption of investment in­
come to the extent attribut.able to insured pension plans. 

(0) He would allow the deduction of an underwriting loss against 
taxable ilwestment income under step 1 to the extent of 50 percent if it 
is att.ributable to policyholder dividends. 

(d) He also recommended a special small company allowance of an 
extm 50 percent of any underwriting loss up to an amount. not exceed­
ing $50,000 of taxable income to the extent attributable to a policy­
holder dividend. 

(e) He proposed that the 2-percent deduction for group insnrance 
be made available where there WfiS an underwriting loss w.hich could be 
offset against taxable investment income under phase 1. He sug-gested 
that this deduction should be treated as closely as possible as if it were 
a reserve. 

(f) In the case of recently organized companies or newly organized 
companies, be snggested that the loss carryoyer feat.ure be extended to 
15 years from the clate of organization. 

(g) He suggested that the committee, presumably in the fnt-nre, 
give consideration to the dewlopmellt of a more adequate means of al­
lowing for the offset of capi~allosses. _ 

4. Mr. Charles A. Taylor, president., ' t.he Life Insurance Co. of Vir­
ginia (p. 178) 

(a) He would determine the "deduction rate:: under phase 1 on the 
basis of the average earnings r:1te of the company over the current and 
4 preceding taxable years instead of basing the deduction rnte one-half 
of the company's own earnings rate and one-half on an assumed rate 
(either the company's or the industry's fo1' the prior year, whichever 
is hiO'her). 

(b) Under phase :2 of the bill he would not reduce the deductions 
attribnt·a ble to tax-exempt interest or the 85 percent. of the intercor­
porate dividends received which are free of t.ax. 

(0) He suggested the adoption of a transition ru1e for Il limited 
period of time in going from the 1955 stopgap law to the new formula 
provided by the b111. 

(d) In questioning' he indica ted that he a pproyed of the pre-se.nt 
feature of the bill "hich does not permit the carryback to phase 1 of an 
underwrit.ing loss attributable to policyholder dividends. 

5. nIl'. Edward.T. Schmuck. "icc president. and general connsel, Acacia 
Mllt.ual Life Insurance Co. (nccompanied by Lloyd K. Cl:ippen 
:1nd William Simpson) (p. 193) 
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(a): He joined in the suggestion made by other witnesses that it 
would be desirable to eliminate entirely the assnmed interest. rate fl'om 
the phase 1 formula. in detel'mining the deduction rate. He also joined 
in tIre,recommendation that the deduction rate be compnted on the 
basis on the average of the individual company's own earned for the 
Cllrrent year and 4 preceding taxable years, 

(b) " He explained why in his view the 19-12 formula, was a bad 
formula which shol11d not be continued. 
6 . . l\:[i·~ D. N. ,V nrters, president, Bankel's Life Co., Des Moines, Iowa 

(accompanied by William Rae) (p.1D7) 
(ir)He ,,"ould determine the "dedllction rate" under phase 1 on the 

bnsis of the ayerage earnings rnte of the company over the CUl'rent and 
4 preceding taxable years instead of basing the deduction l'ate one­
half on theeompany's own earnings rate and one-half on an assumed 
rate (eit.her t.he company's or the industry's for the priol' year, which 
e,'e1' is higher). 

(b) In determining an nnderwriting loss which may be oft'set 
ag'ainst taxable investment income he would allow some deduction for 
dividends pnid to policyholders. 

(0) He would expand the exemption for investment income at­
tributable to qualified pension plans by exempting in addition to t.he 
amounts represented by pension plan rescnes, other liability items 
for pension funds (for example, due and unpaid pension payments, 
c1i"iclend eamings yet to be pa.id, incurred and unpaid taxes, etc., a.nd 
part of the mandatory secnrity valuation reserve). He would also 
provide an exclllsion for investment income attributable to surplus 
which is properly allocable to tbe pension plans. As an tLppn?ximate 
r11le he suggested that, on a conservative basis, it could be assumed 
that. funds of at least 6 percent in addit.ion to pension func1reserves 
are held by life insurance compi.nies for these reserves and, therefore, 
that to this extent an additional exemption should be provided. He 
alsQ suggested that there be excluded from i)hase 2 any increase in 
so~c'alled surplus applicable to pension busilless. He would also elim­
inate the portion of any capitnl gain from tax to the extent. of the 
'i'atioofpension reselTes, other pension liabilities and pension:Sllrplus 
to total c~mpany assets. H~ estimated thnt the changes lIe reconi­
mended WIt.h respect to penSIOn plans 'would , rechlce revenues by $7 
million in 19!'iD, $13 million in 1Dno, and $20 million in 1061. 
-7:-1\lr. H. LewisRietz, execl.1tiYe vice president, Great Southern Life 

--~, Insurance Co. (p.205) .". 
' ( a) He snpported th-a suggested '5-year individllnl company average 

earniugS rate as an amendment in phase 1. ' 0 

- (b) He supported the full dednctiOll of t.ax-exempt. interest in phase 
2, t.bat is,no reduction in deductions otherwise available under this 
ph:ise of the bill. 

(c) He expressed concern over the fact that under phase 3 of the bill 
pl'eseiit sllrplus fnnds can be paid ont. to stockholders only after the 
distribution of all earnings from 19M) on. He recognized that per­
mitting an immediate transfer of all existing capital and surplus to the 
taxpayers before the imposition of any tax under phase 3 would defeat 
the purpose of this portion ofthe bill. He proposed, therefore, that a 
gradual payollt of existing, smplus be accomplished by transferring 
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each year to the shareholder's surplus account (the tax-paid account 
which comes out first) 2 percent of the company's paid-in capital, spe­
-cial surplus funds, unasSigned surplus, mandatory security valuation 
reserve, contingency reserves, and any amounts set aside from surplus 
to increase actuarial reserves as of December 31, 1958. 

(d) He proposed that any amounts contributed by shareholders 
either as capital or as surplus, whether at the time of the :formation ~-, 
of a company or during a later period should be added to the share­
holder's surplus account (the tax-paid account). (Presumably he is 
referring to amounts contributed after 1958.) 
8. Mr. John A. Lloyd, president of the Union Central Life Insurance 

Co. of Cincinnati, Ohio (accompanied by Carl DeBuck and 
W. Lee Shield) (p. 223) 

(a) He suggested as worthy of the committee's consideration the 
proposal to use the 5-year average earnings of a company in computing 
its deduction rate rather than basing it one-half on an assumed rate 
and one-half on the current earnings rate. 

(b) He expressed strong opposition to the allowance of a deduction 
for policyholder dividends in the case of an underwriting loss which 
may be offset against taxable investment income under phase 1. 

(0) (And in this he speaks for the American Life Convention) He 
urged that the 5-percent deduction for small business with the $25;000 '. 
ceiling be revised upward to a 25-percent deduction but st.ill maintain­
ing the $25,000 ceiling. He indicated t.hat t.he revenue effect. of this 
would be from $2.5 million to perhaps $4 million. 
9. Mr. Johnson D. Hill, Jr., executive vice president, Atlas Life, In­

surance Co. (accom,panied by C. H. Menge) (p. 232) 
(a) He indicated that. he was unalterably opposed t.o H.R. 4245 in 

its present. form and in the absence of any substantial changes in it 
would st.rongly urge that the bill be defeated. 

(b) He objected to the bill on the grounds that it diseriminated 
against .stock .companies, particularly in that ph~se 2 affeeted stock 
compames wIllIe phase 3 affeeted only such compahles. 

(0) He recommended a transition from the 1955 stopgap to the 
new hill. 
10. Mr. Henry S. Beers, president, Aetna Life Insurance Co.; Hart- ·~ 

ford, ComI. (p. 248) 
(a) He would determine the "ded uct.ion rate" under phase 1 on the 

basis of the average earnings rate of the company oyer the current 
and 4 preceding taxable years instead of basing the deduction rate 
one-half on the company's own earnings rat~ and one-half on an as­
sumed rate (either the company's or the indnsh1T's for the prior year, 
whichever is higher). He estimated t.hat this change would cost. 
$44 million with $37.4 million going to the mutual companies and $6.6 
million going to the stock companies. 

(b) He recommended a change in the tax t.reatment of tax-exempt 
interest to make it "completely tax exempt," that is not to reduce de­
ductiolls for the portion of the income representing tax-exempt in­
terest. 

(0) He recol1unended a change in the tax treatment of dividends 
received in the case of those eligible for the 85 percent dividends 



TAXATION OF LIFE INSURANCE COMPANIES 27 

received deduction. In this case, also, he presumably would not make 
any reductions in the deductions otherwise available. 

(d) H~ approved of tlle treatmcnt in the hill for reserYes of qnali­
fied pension plans but indicated thnt he understood that these pro­
visions needed some technical corrections. He favored the gradual 
elimination of the tax in the case of investment income attributable 
to these reserves over a 3-year period. 
11. Mr. Panl E. Martin, administrative vice president of the Ohio 
. National Life Insurance Co. (accompanied by William J. 

Schmid, general counsel) (p. 281) 
He sw:rgested that the proposed bill fa.ils to give adeqnate consider­

ation to the situation of stock companies in the process of mutual­
ization. He. recommended that if gain from operations is to remain 
as a part of the tax base (phasc 2) a dednction also should be per­
mitted for payments (other than dividends) to stockholders under a 
mutualization program committeed for by the company prior to the 
effective date of this legislation. 
]2. Mr. Francis V. Keesling, .rr., first vice president and general coun­

sel, West Coast Life Insurance Co. (p. 285) 
(a) He suggested that the Federal Government might give a par­

tinl credit for State premimn taxes on life insnrance companies in a 
manner similar to the partial credit now allowed for State death taxes 
by section 2011 of the Internal Revenne Code. He would make this 
adjustment in phase :?, of the bill. 

(b) He suggested that phase 1 of H.R. 4245 be enacted now but that 
phases 2 and 3 be held up until the "bngs" are worked out. 
13. Mr. Harold J. Cummings, president, Minnesota Mutual Life Insur­

ance Co., St. Paul, Minn. (accompanied by Walter J. Ruppert, 
vice president) (p.304) . 

Hesuggcsted that the treatment accorded tax-free interest be revised 
and that the deductions allocable to thii'! tax-exempt income not be re-
duced as provided by the bill. . 
14:. Mr. John A. Kendrick, representing the Quaker City Life Insur­

ance Co. (p. 332) 
It was stated that while the indnstry average increase in tax under 

the bill would be about 70 per{'entbthe increase in tax for the Quaker 
City Life Insurance Co. would be a out 600 percent. It was suggested 
that the entire formula should be reappraised and that some con­
sid€ration should be given for individual exceptions to companies like 
Quaker City Lif~ Insurance Co. that may be penalized by excessive 
tax increases. 
15. Mr. Devereaux F. McClatchey, general counsel of the National 

Association of Life Companies (accompanied by Mr. DeWitt 
Roberts, executive secretary) (p. 335) 

(a) Two alternative recommendations were made. First it was 
recommended that this bill be junked and that the 1955 stopgap for­
mula ~ reellacted as permanent legislation with ndjllstments in the 
rate so the tax will reflect accurately the true profits of the industry. 

":A:lternl\tively, a substantial revision of the bill was proposed. TIllS is 
described below. . ,. 
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(0) It was proposed that the 1955 stepgap-type of formula be 
adopted but with 10 percent of the income being taxed up to an income 
level of $250,000, with 15 percent being taxed ou the next $1,250,000 
and with 22 percent of any excess being taxed. 

(c) It has recommende~ that the exemption for qualified pension 
plans be removed. 

(d) If a phase 2 tax is to be imposed it was suggested that companies 
be enabled to carryover the deduction from part 1 upon the basis Qf the 
maximum rate applicable, that is, the 10, 15, or 22 percent rate proposed 
above. 

(e) It was recommended that the special 2 percent deduction for 
tsl'OllP insurance be extended to cover illdiyidual accident and l~ealth 
Insurance. 

(I) It was recommended that part 3 be stricken in its entirety. 
(g) To tax the exceptional profits of sJ)ecialty companies and the 

windfalls that might occasionally occur in mdividual companies, it was 
suggested that a section be provided which will guarantee an appro­
priate tax from such companies. It was suggested that this can prob­
ably best be done by relating operating gains to taxable investment 
income. 
16. 1\11'. Robert. E. Slater, vice president of the .T ohn Hancock 1\1utual 

Life Insurance Co. (accompanied by B. Franklin Blair, actuary 
of Providcnt :;\lutual) (p.372) 

(a) He recommended that the policy and other contract liability 
deduction be based upon the individual company's actual earnings 
rate for the taxable year or for that year and the 4 prior years al1d 
not take into account, in any respect, the assumed rate of interest of 
the company or of the industry. 

(0) He suggested that 50 percent of the policyholder dividends now 
disallowed in computing an underwriting loss be allowed as an off­
set against taxable investment income under phase 1. 

(c) He sllggested that the exemption now provided for income 
credited to qualified pension plans should ,be broadened to include all 
qualified pension plans; an exemption from taxation should ~e pro­
vided for all investment income allocated to the pension line of busi­
ness; capital gains and losses allocated to pension plans should be 
exempted in the same manner as investment income allocated to these 
lines of business; and amounts aUocable to pension phns should be 
excluded from tax under phase 2 of the bill. 

(d) He recommem!ed t~lat indiyidual. annuities, incln~ling sllpple7 
mcntary contracts WIth hfe contmgencIes, shonld be, gIven similar 
treatment to that accorded contracts nnder qualified peilsion ' plans. 
17. 1\11'. Willia!l1 ;So Elson, tTr., C:01Ulsel, Swift &; Co. Emp1o:vees'l:)61ie-

fit Assocwilon (accompamed by C. H. Lang, Michael Verderosa, 
Joseph Arumowitz, representing the associa tioll and Mr. Joseph 
B. Meegan, of thc Back to the Yards Social Action Clnb of 
Chicago) (p. 387) 

The Swift &; 90 .. Employees Benefit Association, since 1021 has 
heen taxed as.a lIfe Insurance company. It .does not .presently quali­
fy nnder sechon 501 (c) (fl) for fhe exemptIOn pl'ovlded therein for 
life, sickness, accident, or other benefits provided in the case of em­
plo~'er benefit associations beeause the exemption is limited to ol'gan-
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izations receiving less than 15 percent of their income from sources 
other than contributions by the employer and employee. This organ­
ization receives more than 15 percent of its income from investment 
income. Because the bill raises the tax imposed with respect to this 
comp:lliy from $26,000 to an estimated $478,000 it is recommended 
that section 501(c) (9), providing an exemption for voluntary em­
ployees' beneficiary associations be amended to remove the require­
ment which provides that 85 percent or more of the income must con­
sist of amounts received from employees or the employer. 
18. Mr. Bruce Batho), vice president and comptroller of the Life In­

surance Co. of Georgia (p. 404) 
(a) He recolllmended that the policy and other contract liability 

deduction be based upon the actual rate of interest earned by the TIl­
dividual company, on either an annual or a 5-year average basis, and 
that no reliance be placed upon the asslUlled rate of either the in­
dividual company or the average of the industry. 

(v) He recommended that phase 2 be amended to provide a deduc­
tion for interest on tax-exempt bonds and for the 85 percent of divi­
dends received without the decreasing of deductions to the full ex­
tent that such investments do not eXl:eed the company's flUlds which 
are other than policy reserves. He did not recommend any change in 
the tax treatment of tax-exempt TIlterest in connection with phase 1 in 
vielY of tIll' fa d that this does not purport to be a tax 011 total income 
and because it i!:3 similar in nature to the 1Ucl::2 formula and the subse­
quent stopgap heWS which provided similar adjustments for tax-ex­
empt illterest. 
19. )lr. Guy H. Amerman, "ice president and actuary of Continental 

American Life Insurance Co., of ~WiIl1lington, Del. (p.411) 
(a) He opposed the use of the assumed rate in determining the 

policy and other contract liability deduction, and favored instead 
basing this deduction solely upon the earnings rate of the company 
for t.he year in question. He indicated that he did not object, how­
ever, to the use of a 5-year average earnings rate. 

(b) Il~ view of the ~act that the bill taxes life insmance companies 
on totalmcome, he behend that they should have the same deductions 
under phase 2 for tax-exempt interest and dividends received as othel' 
corpol'ations. 

20. ~Ir. Russell H. Matthias, general cOlUlsel, State Farm Life Insur­
ance Co., of Bloomington, Ill. (accompanied by Robert C. Perry 
first vice president) (p.417) , 

He urged that consideration be given to providing a transitional 
period of not less than 5 years during which the taxes imposed would 
gradually change over from those required under the 1955 stopgap 
law to those required by H.R. 4:245. The formula suO'O'ested would 
compute the tax for the next 5 years as follows: 00 

(a) for 1058, 175 percent of the tax ullderthe stopO'ap formula 
or 50 percent of that under H.R. 4245, whichever is l~rger;' 

(b) for 1059, 200 percent of the tax nnd~r the st?pgap formula, 
or 60 percent of that nuder H.R. 4245, wlllchever IS larO"er· 

(.c) for 1960, 2:25 percent of the tax under the stopg:Vl~ fO~"l11ula, 
or i 0 percent of that under H.ll. 42':!:G, whichever is larO"er· o , 
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(d) for 1961,250 percellt of the t~x under the stopga,p formula, 
or 80 percent. of that under H.R. 4245, whichever is larger; and 

(e) for 1V62, 275 percent of the tax under the stopgap formula, 
or VO percent of that under H.R. 4245, whichever is larger. 

21. Mr. 'V. 1. Boone, president, the Kansas Farm Life, Kansas Bu-
reau, Insurance Co. (p.420) . 

(a) Full allowance should be given to tax-exempt interest on 
municipal securities. 

(b) Sma]] companies should llOt. be placed in jeopardy by excessive 
tax burdens. 
22. Mr. Scott 'V. Lucas, speaking for Mr. Earl O'Keefe, president, 

'Vestern N ationa.l Life Insurance Co. of Texas (p. 445) 
(a) He recommended the removal of $ection 815(d) (4) which 

places a limitation on tax-free accumulations of policyholders' surplus 
nncler phase 3 to 25 percent of the life insurance reserves or 60 percent 
of the llet preminms for the taxable year. If a limitatlon is to re­
tained, however, he would substitute for the 60 percent of premiums 
test a ceiling based on 5 percent of the company's insmance in force. 

(b) He recommended that section 815(d) (2) be modified. This 
paragraph provides that if for any taxable year a company no longer 
qualifies as a life insurance company, then the entire amount in its 
policyholders' surplns account is to become taxable under phase 3. 
He recommended that the amount in the policyholders' snrplus account 
instead should be taxable under this provision only if the company 
ceases doing new business as a life insurance company or fails to qual­
ify as a life insurance company for three successive years. 

(0) He recommended that under phase 3 jt should be possible to 
make a tax-free distribution of pre-1959 earnings before a tax is paid 
on distributions from the policyholders' surplus account. 

(d) Hp. recommended that life insurance companies should be per­
mitted to establish a reserve for bad debt losses on mortgage loans. 

(e) He recommended that the effective date of phase 2 of the bill be 
·postponed for 1 year. 
23. Mr. Forrest G. Ray, vice president and secretary of the Guaranty 

Income Life Insurance Co. of BatoIl Ronge, La., on behalf of 
the National Asociation of Life Companies, Inc. (p. 451) 

He opposed th~ adoption of H.R. 4245 and supported as a substitute 
the "total investment income" approach sponsored by the National As­
sociation of Life Companies. The proposed substitute would make 
permanent the 1V55 stopgap law with two modifications. In lieu of 
the. percenta~es of 87.5 percent and 85 percent of net im'estment income 
deducted under the stopgap law, the proposed would provide a deduc­
tion of 90 percent on the first $250,000 of net investment income, 85 
percent on the next $750,000, and 78 percent on all investments income 
over $1 million. The second modification would create a new category 
of income called "speciality company income." A speciality company 
would be one whose net gams from operations after dividends to policy­
holders exceeds three times its net investment income and nonlife 
insurance income. In the case of such a conipany, 25 percent of this 
excess would be considered as speciality company income and subject 
to tax at the regular corporate rates. 
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24. Mr. Manton Eddy, vice president and secretary, Connecticut Gen­
eral Life Insurance Co. (p. 476) 

«(t) He recommended that to the extent negatives under phase 2 
are not allowable as reductions in the phase 1 tax base, they should be 
available in the form of carrybacks or carry forwards as offsets against 
phase 2 gains of other years. 

(b) He suggested that if the qualified pension plan exclusion under 
phase 1 conld be made available immediately instead of over a 3-year 
period, the revenue loss involved might be made up by reqniring the 
additional revenue resulting from the change to the accrual system of 
accounting to be paid in one sum, or in two or three installments, 
instead of over a 10-year period. 

(0) He urged an additional allowance in phase '2 of 2 percent of the 
increas.e in reserves for qualified pension plans, providing, however, 
that in the event these contingency fllnds are reduced in the future 
the amount withdrawn is to be added to the gains in phase 2 and sub­
ject to tax at that time. 

(d) He recommended that the 5-year average interest rate should 
be substituted for the average which is now in the bill and which is 
based in part on an industry average. 

(e) He recommended further relief for small and young companies. 
25. Mr. John A. Copeland, president, Progressive Life Insurance Co. 

(p.448) 
He opposed the bill and recommended in its place an investment 

income approach under which the taxable portion of net investment 
income begins at 10 percent and increases to 15 percellt and then to 
20 percent as the size of the net in vestment income increases. He, 
indicated that under the bill companies which had incurred expenses 
to expand their business prior to 1958 who recovered these expenses 
in the form of income after that date would be injured. He also 
opposed the exclusion for investment income attributable to the reserves 
of qualified pension plans. 
26. Mr. Leonard H. Savage, president, Standard Life & Accident 

Inslll'ance Co. of Oklahoma City (p. 50G) 
«(t) He recommended that a transition period be provided for the 

application of phase 2 of the bill. Under his suggestion tllis phase 
would not be applicable in 1958, would be 20 percent applicable in 
1959, inCl"easing 20 percent each year until it became 100 percent effec­
tive in the fifth year. 

(b) He recommended that the loss carryforward for life insmallce 
companies be extended to 10 years. 

(0) He recommended that all companies be permitted to redeem 
capital or surplus contribntions in excess of the amounts required by 
the organization without incurring ~'\.ddi~ional t.a~eg under phase 3. 

(d) He urged that the 10 deduct~on for uddItIOns to nonpartici­
pating business reserves be increased to 12 percent. 

(e) He opposed the exclusion for investment income allocable to 
qua.lified pension plan reserves and also opposed the sugO'estions made 
in the hearings as to the extension of this exemption. b 

38624--59--5 
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27. Mr. A. Maceo -Walker, president of the Universal Life Insl1l'ance 
Co., appearing for the National Insurance Association (accom­
panied -by N. H. Betmett and Jesse Hill, Jr.) (p.514) 

He indicated that the 'association supported the net. investment ap­
proach in lieu of the approach followed by the bill. H~s concern was 
that the bill, by substantially increasing taxes of companies like those 
in his association, would make less funds available for mortgage activ­
ity and thus Testrict availability of decent housing. 
28. Mr. S. E. McCreless, president, American Hospital & Life Insur­

ance Co., of San Antonio, Tex. (accompanied by Gene T. 
Archer) (p.519) 

He recommended that losses of the 3 years prior to 1D58 be available 
as carryforwards to 1958 and later years. 
29. The Honorable Hastings Keith, Congressman from Massachu­

setts (p. 29) 
He expressed concern as to the heavy burden imposed on the life 

insurance companies, on the grounds that the shift which this caused 
toward social security was inflationary. He also was concerned as to 
the effect this would have on decreases in savings and resnlting losses 
of capital funds. In view of this he asked for sympathetic considera­
tion of the amendments proposed by the companies. 
30. :Mr. 'V. A. Verlander, executive vice president and treasurer, 

American Heritage Life Insurance Co., Jacksonville, Fla. 
(p. 531) 

(a) He recommended that an 8-year loss carryforward be made 
available for new life insnrance companies. New life insurance com­
panies would be defined as those licensed to write life insnrance for not 
more than 9 years prior to the year of the loss in question. 

(b) He would make the loss carryforward of 8 years effective ,,,ith 
respect to the 8 years immediately prior to 1958. 111 other words, s11ch 
losses could be carried forward to 1D58 and snbseqnent years, subject 
to the 8-year limitation. . 

(0) He recommended that a specific deduction of 87.5 percent of 
llet investment be allowed new life insurance companies in lieu of the 
deduction for investment yield on adjusted life insurance reserves as 
p rovided by the bill. This would be a minimum deduction allowed any 
new company whose deduction as otherwise determi.ned did not exceed 
this amount. A new life insurance company for this purpose ',01l1c1 
he the same as the definition appearing in (a) above. 
31. Mr. William F. Poorman, president, Central Life Assurance Co., 

Des Moines, Iowa (p. 1)36) 
(a) He supported a 5-year average earned rate in phase 1 in lien 

of the combined rate provided by the bill. 
(b) He recommended that negatives under phase 2 to the extent 

attributable to policyholder dividends should be available to offset tax­
able investment income unde]' phase 1. In this connecti.on he indie~tted 
that as far as-small, mrutnal companies were COnCel'11ed,- a cal'l'yOYel' 
of such negatives to anotheI' year but available only undel' phase 2 
would do little 01' no good. 
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3~. Mr. Ray E. Lee, vice president, Austin Life Insurance Co. (p. f)43) 
As his first choice, he recommended the elimination of phase 2 but 

with the retention of phases 1 and 3. He would modify J?hase 1 to 
"solve problems identified to the committee in this hearmg." He 
would also modify phase 3 to permit company surplus accumulated 
prior to the effective date of the bill to be freely available to stock­
holders without prior paymeIit of tax lUlder phase 3 with respect to 
any other amount. If phase 2 is retained, he would favor the fol­
lowing amendments: Increasing the deduction for small business to 
25 percent of the first $100,000; providing a pel'iodlonger tlian 5 years 
for the loss carryover; exempting Hom income tax the interest yield 
on tax-exempt securities; and increasing the 10-percent deduction for 
increases in nonparticipating reserves to 12 percent. 

In addition, if phase 2 is retained, he indicated his company had a 
special problem relating to the defulition of deficiency reserves which 
under the bill 'are not treated as life insurance reserves. He stated 
that in 1954 and 1955 his company assumed liability for nearly $2;3 
million of mutual assessment msurance as consideration for issuing 
legal reserve term contracts to the holders of these mutual assessment. 
policies. The Austin Life Insurance Co. received the mortuary funds 
of each company and, under the arrangement agreed to, the policy­
holders of the old mutual assessment contracts were permitted to COll­

tinue paying the same amount of premiums as provided lUlder their 
mutual assessment policies. The Austin Life Insurance Co. set np a 
reserve equal to the present value of a temporary life annuity in an 
'amount which would provide for the arinual payment of the part of 
the premium the pohcyholder would not pay. Now, a substantial 
amount of the reserve for the premium deficiency is being released 
each year (in the order of $250,000). Although Texas does notsub­
ject this amount to its premium illcome tax, it appears that it would 
be classified as premiums for purposes of phase 2 under the bill and 
subject to tax at this time although attributable to the prior periods. 
33. MI'. 'V. H. Painter, Sr., executive vice president, United Ficklity 

Life Insurance Co., Dallas, Tex. (p. 547) 
(a) He suggested that permitting companies to use an industry­

wide average rate as one factor in determining t.he deduction rate, in­
stead of the individual company rate, was discriminatory and he 
indicated that he was glad t.hat an amendment correcting the situation 
had been proposed, thus placing all companies on the same basis. 

(b) He expressed opposition to the suggestion that policyholder 
dividends should be taken int.o account in any negative offset against. 
phase 1 taxable investment income. 

(c) He expressed opposition to t.he provision of the bill under 
phase 3 which provides t.hat already existing surplus ctl;nnot beta!':en 
down until after tax has been paId on any balance 111 the pohcy­
holders' surplus account. 

(d) In the case of tax-exempt interest he suggested that no com­
pany should be required to'pay an i,ncOlue tax on this portion of their 
incolnes'since no one else is required to do so. 
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34. Mr. James P. Swift, vice president and general counsel, South­
western Life Insurance Co. (accompanied by Charles H. Con­
nolly) (pp. 550 and 565) . . 

He is concerned with the impact of step 2 of the blll as now 'Vl'it­
ten. His concern is that this phase of the bin has its primary appli­
cation to stock companies. He suggests that there is discrimination 
here which is caused by the deduction for policyholder dividends. He 
suggests that the legislation be remoyed from the status of a "crash 
program" by permittin$ the Treasury to coJlect $500 million on 1958 
business under either the 1955 stopgap law lrith adjustments ill the 
amount of the t,ax for specialty companies or the enactment of H.R. 
4245 without step 2 or allowing the 1942 formula to become applicable 
fol' that one year. He then suggests that the Treasury be given until 
September 1, or some reasonable and specific date, to come up with 
an acceptable formula to be enacted for 1959 business. 
35. Mr. K. H. Easley, secretary of the Amicable Life Insurance Co. 

of Waco, Tex. (p. 570) 
He ·\Yould eliminate phases 2 and 3 and n1.akecertain modifications 

in phase 1. In this respect he would make the small business deduc­
tion more generous for the small company; provide a more generous 
dednction for tax-exempt securities, partially tax-exempt securities 
and dividends from corporate stock; and provide for the use of each 
company's individual earned rate under phase 1, or an average of its 
earned rate over a 5-year period. 
3Q. Mr. 'Yo ,V. ,Vilson, Jr., president, Colorado Life ConYel1tion and 

president, U.S. American Life Insurance Co., Delwer, Colo. 
(p. 574) 

(a) He recommended that phase 1 be amended to tax companies on 
the excess of t.heir net interest earnings oyer the interest required to 
maintain their own policy obligations. 

(b) He recommended that phase 2 be amended to disallow the de­
duction of dividends to policyholders and aJlow instead a percentage 
reduction for increases in reser,es on part.icipating busmess as is 
allowed under th e biH on nonparticipating business. 

(c) He recommended that phase 3 of the bi}] be amended to permit 
capital or surplus held by a company on December 31, 1958, which 
were contributed by stockholders and are in excess of the amollnt paid 
to that date in dividends to stockholders be placed in the shareholders 
surplus account. He would also permit any subsequent contributions 
to surplus made by stockholders to go directly to t.his aCC01U1t.. 
37. 1\11'. ,Villiam Benton Carssow, Sr., general coul1sel~ Texas Legal 

Reserve Officials' Association, Austin, Tex. (pp. !'i80 and 584) 
(a) He recommended a 15-year loss carryforward provision. 
(0) He recommended that the 2-percent accident and health pre­

miul11 deduction now ayailable for group business be extended to 
business of the same type done on an individual basis. 

(c) He urged that the 5 percent deduction for small business be 
increased to 7 percent and t.hat the maximum limitation be raised from 
$25,000 to $35,000. 
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(d) Ht3 recommended that :t nonparticipating premium dedllction 
commensurate to the profit portion of dividends III participating busi­
ness be allowed. He suggested that an industrywicle average would 
be acceptable. 
38. Mr. Frank .Jordan, cOllnsel, the Sureway Life Insnl'ance Co. of 

South Carolina, Colnmbia, S.c. (p. 584) 
He considered phase 3 of the bill to be tliscrimin a tory because of the 

ceiling of 25 percent of reserves or 60 percent of net premium income. 
He stated that mnltiple line insurance companies in yiew of the ceiling 
of 25 percent of reserves would be nnnft'ected by phase 3 while he 
indicated t.hat specialty companies which must rely on the alternative 
ceiling- of 60 percent of the current year's premiums for the most PaIt 
would reach the ceiling in 2 01' i-l years ;1nd from that time on pay a 
straight 52 percent tax Oil their net gains from operations. He 
fa,vol'ed striking phase 3 from the bill, but if this is not to be clone he 
asked for a. transition period before this phase became fully appli­
cable. Under this transition rule he wonld not apply phase 3 for the 
calendar year IV5!), would ma,ke it 25 percent effective in IVGO, 50 per­
cent eft'ectiye in 19G1, 75 percent effective in 1962 and fully effective 
in 1963. 

39. :Mr. John J. )Iagovem, ~h" vice president and counsel, l\Iutllal 
Benefit Life Insurance Co. of Newark, N .. J. (p. 589) 

He indicated that if full exclusion is to be allowed for tax-exempt 
interest on the gronnds that this is reqnired 011 constitutional grounds, 
then the H)..J-2 reyenue goal of $500 million should be revised down­
ward proportionately. H~ suggested that if this is done it will 
be possible to substitute an ilH;livic1ual company 5-year average inter­
est rate in phase 1 at a cost. of about. $45 million and also permit 
policyholder dividends to the ext.ent of !)O percent as offsets when 
they create a negative against step 1 at ~t cost of $35 million without 
appreciaQly lowering revenues below the 1942 goal as adjusted down­
ward to take into account t.he broader exclusion for tax-exempt inter­
est. The revenue effect of these three changes, including the tax­
exempt interest exclusion, would be $445 million, which he suggests 
is snfficiently close to the assumed target of $462 million, namely, 
the 1942 formula adjusted downward for the broader exclusion for 
tax-exempt interest. 
40. Mr. R. T. Stnart, Jr., president, Mid-Cont.inent. Life Insurance 

Co., Oklahoma City (p. 619) 
(a) He recommended that the small business deduction should be 

based at least on 25 percent on the first $100,000 of net investment 
income rat.her than 5 percent of the first $500,000. 

(b) He recommended t.he removal of the exemption for investment 
income attrib1l1 abJe to qnalified l?ension plan reserves. 

(0) He recommended a transItion period of 5 ye.ars before phase 2 
wOllld become fully effective. 

(d) For small stock companies he recommended a loss carry­
forward of at least 10 and possibly 15 years. 

(e) He recommended that the 10 percent deduction for increases 
in reserves with respect to nonpart.icipating policies should be in­
creased to a minimunl of 12 percent. 
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(I) Under phase 3 he recommended that prior accumulated sur­
plus on which taxes had already been paid should be available for 
distribution to shareholders without .[tny tax being imposed on the 
policyholder's surplus account transfers at that time. 
41. .Mr. Claris Adams, executiye vice president and general counsel 

of the American Life Convention (p. 625) 
(0) He suggested that the 10 percent deduction for nonpar reselTes 

average earnIngs rate for the formula now in the bill. 
(b) He recommended the continuation of the exclusion of inyest­

ment income allocable to resenes of qnalified pension plans. 
((') He suggested that the 10 percent deduction for nonpar reseryes 

in ~)hase 2 if anything is a little on the low side. 
(d) Since mutual companies tend to set up their reserves 011 a 2'Jf2-

percent basis and stock companies tend to set theirs upon a 3- or 3Jf2-
perce.nt basis, the formpr receive larger deductions under phase 2 
than do the stock companies. He considers this a discrimination 
which should be rectified. 

( e) He recommended that tax-exempt interest and the intercorpo­
rate dividends received credit should be given a more generous tax 
treatment than under the bill. 

(I) He spoke in favor of some allowance being made for premium 
taxes imposed by the States. 
42. Mr. Albert L. Hall, "ice p1'8sident and general cOllllsel Berkshire 

Life Insurance Co., Pittsfield, Mass. (p. 632) 
(a) He subscribed to the use of the company's own actual earned 

rate for the tH,xable year in lien of the formula in the bill but indi­
cated that if this was not practical he concurred in the suggested use 
of the 5-year average. 

(b) He recommended that policyholder dividends be allowed to 
create or increase a negative, t.o the extent of 50 percent, which may 
be offset against taxable investment income lmder phase l. 

(0) He indicated that he did not favor permitting negatives which 
may not be offset against taxable investment income to be carried over 
and offset against phase 2 income in other years. 
4i>. Dr. Roy E. Moor, professor of economics, 'Williams College, "iYil-
. liamstown, Mass. (p. 641) 

(a) He opposed the substitution of the 5-year earnings rate under 
phase 1 for the formula now in the bill. 

(b) He opposed the suggestion which has been made which would 
permit policyholder dividends to be deducted in negatives which may 
be offset against taxable investment income. 
44. Dr. George E. Lent, professor of business economics, Dnrtmouth 

College, Hanover, N.H. (p,64G) 
(a) He opposed further extention of the benefits accorded tax-ex­

empt interest under the bill. 
(b) He opposed allowing policyholder dividends as a deduction 

which can reduce phase 1 income. 
(0) He questioned the desirability of the 10-percent deduction 

under phase 2 f<?r additions t? nO~lparticipating resenes. 
(d) He quest lOll eel the deslrablht.y of the 50-percent dednction in 

underwriting gain subject to tax under phase 2. . 
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(e) He suggested that the definition of a life insurance company 
be reexamined and thonght that illstead of basiug this definition Oll a 
percent of reserves of a company devoted to life insurance, it should 
perhaps be based upon a percentage of premiums devoted to life in­
surance. 

(f) In . COlmectioll with phase 3, he suggested tightening the re­
quirements which result in a tax when the balance.in policyholder 
surplus account exceeds 25 percent of reserves or 60 percent of pre­
miullls, whichever is higher. 
45. Mr. Vester T. Hughes, Jr., American Life lnsurance Co., of Bir­

mingham, Ala. (p. G55) 
He was concerned with a special transaction which the American 

Life Insurance Co. entered into in1D58. In that year it had $80 to $DO 
million of industrial insurance OIl its books. He stated that the com­
pany hal1 spent an estimated $22 million in generating this business, 
pIns having established resenes of $3,200,000, Or in total had spent 
or set aside $25,200,000. Since it had received $18 million in premium 
income on this business, its loss to date on it has been $7.2 million. 
In 1D58 it sold this bnsiness for a total consideration of $3,400,000, 
with the resnlt that the company realized a loss of approximately 
$3,800,000. The company's concern is that this transaction not result 
jn a tax under the bill. If it is classified as a capital transaction, 
since no capital gains tax applies with respect to the year 1958, under 
the bill there would be no tax. However, if this is not viewed as a 
capital transaction, the decrease in rescryes of $3.2 million (trans­
ferred to the pnrchaser) \,ould generate income which would subj ect 
the company to a tax of approximately $884,000. He recommended 
that one of the following five alternative procedures be followed with 
respect to this transaction: 

(a) It could be made clear in the bill that a 1D58 transaction of this 
type was a capital transaction which does not give rise to tax since 
no capit.al gains tax is imposed for 1958. 

(b) It could be made clea)' in the bill that a transaction of t.his type 
whenever it occnrs gives rise to capital gains treatment. 

(c) It could be provided that a transaction of this type gives rise 
to no tax but instead to a capital loss carryover. 

(d) It could be assnmed that while the decrease in the reserve re­
s,ulted in operations income the expenses incurred with respect to the 
business in priOl' years plus the transfer of the reserve to the purchaser 
resnlted in operations deductions nnder phase 2. Under this proce­
dure it is stated they wOllld be an operations loss carryover of $3.8 
million. 

(e) The item could be treated as resulting in operations income and 
-operating dednctions bnt the deductions could be allowed only to the 
extent of any income generated in the transaction. 
46. Mr. George S. Harris, assistant secretary and investment officer 

of the Chicago ~letropolitan Mutnal Assurance Corp. (accom­
panied by Carl Tiffany) (p.663) 

He spoke in favor of an investment income approach with a special 
nde being applied to coyer the so-called specialty companies. He 
recommended that the c1edl1ction for small business be made ana~ross­
the-board deduction of $25,000; he questioned the desirability in phase 
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1 of permitbng the use of the industry average interest rate; he sug­
gested that policyholder dividends under phase 2 to the extent that 
they represent a return of interest or mortality savings should not be 
deductible although they should to the extent they represent loading; 
and he opposed phase 3 of the bill on the ground that it militates 
against the nse of surplns for development and growth and locks up 
existjng surplus. 
47. Mr. Daniel J. Lyons, vice president, Gnurdian Life Insurance Co. 

of America (p. 665) 
(a) He recommended that under phase 1 of the bill an individual 

company's 5-year average be substitnted for the present formula. 
(0) He recommended thut the limitation on the deduction of divi­

dends to policyholders in the case of negabves be modified so as to 
allow the deduction of such amounts up to 50 percent of the amounts 
now disallowed. 
48. Mr. Melvin C. Reese, Jr., president, Association of Arizona Insur­

ance Companies (p. (71) 
(a) He recommended that. the percentage deduction rate tmder the 

small business deduction he much higher than the i) percent provided 
or be a flat amount. for all companies.~uch as the $25,000 figure. 

(b) Rather than use a combined assumed rate and earnings rate in 
determining the policy and other contract liability deduction under 
phase 1, he would follow the :suggestion of the N atioI),a 1 AS&ociation of 
Life Companies which imposes a tax on 10 percent of the first $250,000, 
15 percent of the next $1,250,000, and 20 percent on all income above 
t.ha,t level. 

(c) He questioned the desirability of phases 2 and 3 and suggested 
instead a tax on specialty eompanies. 

(d) Under phase 2 he questioned the desirabilit.y of the deduction 
of policyholder dividends andsta.tes that the 10 percent deduction or 
additions to reserves for nonparticipating insurance does not ofl.'set. 
this advantage for the lllut.ual companies. 

(e) He believes that cOllsideration should be given to the premium 
taxes levied by States. . 

4D. Mr. Charles A. Siegfried, second vice president, Metropolit.an Life 
Insurance Co. (p. 673) 

He spoke in favor of the exemption for reserves funds attributable to 
qualified pension plans. 
50. Mr. James H. Horn, vice president, Sonthern Unit-ed Life Insur-

ance Co., Montgorriery, Aln. (p. G78) 
(a) He would delete the capital gains t.ax. 
(b) He would delete phase 2 from the bill. 
(c) He wonld delete the provisions which impose the present provi­

sion in phase 1 for determiuing the deduction for reserves and prescribe 
instead an industry average percentage application by the Treasury. 

(d) He would delete the provisions which grant an additional de-
duction for investment yield OIl reserves of jnSlired pension plans. 

(e) He would delete phase 3. 
(I) He would provide a. special tax applicable to windfall income 

and specialty liIle companies t.hrongh the ).15e of a formula which relates 
investment income to excess gain from operations. 
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B. THOSE 1VHO SUBMITIED STATE~fENTS 

1. Mr. A. H. Cadwallader, Jr., San Antonio, Tex. (p.1l3) 
He opposed the passage of the proposed bilI 'On the grOlmds that 

the large increase in taxes will ultimately be borne by policyholders. 
2. Mr. Robert A. Crichton, Variable Annuity Life Insurance Co. of 

America,WashingtJon, ·H.C. (p. 113) 
He indicated that variable arulUity policies pr'Ovid~ that policy­

llOlder reserves are created by net preminIIlS accumulated at a rate 
which reflects the actnal investment experience of the company. The 
rate is determined Oil the basis of investment income, plus capital 
gains and losses (realized or unrealized), less an amount representing 
an expense fa.ctor. These reserves are based not upon 'a predeter­
mined Dr assumed rate of interest but upDn the aetual investment ex­
perience 'Of the company. The bill would impose a capital gains tax 
on all 'Of the cDmpany's capital gains even though a portion of these 
are allocated to pDlicyhDlders' reserves (which would not be true in 
the case of other life insurance cDmpanies). He, therefDre, suggests, 
the addition 'of a sentence to the bill providing "that portion 'Of 
capital gains credited by contract to the reserves of a policy will be 
deemed to be additions tD life insurance reserves and will be a palt 
'Of investmentOincome." 

3. Edmund L. Zalinski, executive vice prcsident of the Life Insur­
ance Co. 'Of North America (p. 114) 

He opposed the bill and requested that the Mills-Curtis 1955 StDP­
gap formula be continued for another year, perhaps amended to in­
dnd~ a pro~'isioil (which can.be taken from the present bill) to ~ax 
credit hfe Insurance compames 'and 'Other forms of short-term lIfe 
insurance. 
4. Mr. T. A. Bradshaw, president of the Provident Mutual Life 

Insurance Co. of Philadelphia (p. 114) 
He indicates that it is highly important that the 1942 ivrmnla. he 

repealed. With respect t'O H.R. 4245, he would make the fDllbWlng 
modiflcations: 

(a) The bH I shDuld recognize-the-burden 'Of St.ate-taxes.oby·aHowing 
a reduction -in the Federaltax"equiyulent to ' all or a ' patt 'Of the State 
premium taxes. 

(b) The income DU reserves held for individual annuities and set­
tlement DptiDns shDuld be eliminated from the cDrpDrate tax base. 

(c) The deductiDn rate shDuld be based exclusively 'On a company's 
actual earned rate Dr alternatively on the average of its earned rate 
over the precedinO' 3 or 5 years. 

(d) The law shDuld nilow as a deduction from the tax base under 
phase 1 SDme pOItiDn, say 50 percent of any uuderwriting loss attrib-
utable t,o the policyholder dividend d"dncti~lls.. . 

(e) A number of other features of the bIll were belreved to reqUIre 
-careful consideration and possible modification. These included the 
treatment of tax-exempt interest, the impositIon 'Of a flat 25 percent 
tax 011 llet long-term capital gains which differs somewhat frDm the 
treatment accorded other types 'Of ta,xpayers and the deductiDIl of 2 
p".rcent of group insurance premiums and 10 percent of the increase 
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in reserves for nonparticipating contracts which seem to create a com­
petitive disadvantage for companies whose tax is based entirely_on 
net investment income under phase 1. -. C' . . 

(f) Concern was also expressed with the heavy tax burden wliich 
this bm involves. 
5. Mr. 'Willis H. Sa tt.erth waite, vice pi-esident and counsel of 'the 

Penn Mutual Life Insnrance Co. (p. 118) 
(a) He expressed the yiew that the 1942 formula should n(£be 

revived. 
(b) He believed t.hat the deduction rate in determining taxable jn~ 

vestment income under phase 1 should be based solely on the indi'­
vidual company's earned interest rate and 'not upon rates which have 
been assnmed in determining the company's r~serve requi~ement. · 

«(}) He recommended that the deduction of lllvestment 111come at' 
tributable to qualifiedJ?ension plans shonld be extended to investment 
income at.tributable to llldividual annuit.ies and settlement options. 

(d) He did not believe that mutua] companies should be ta xed 
under phase 2. 
6. M:r. Austin J. Tobin, chairman of the Conference on State Def el).se 

and execut.ive direct.or of the Port of New York Authority (p. 
121) 

The statement is concerned solelv ,,,it.h the t.ax treatment in the 1;ill 
of interest from State and municipal bonds. He stated 'that. i:l his 
opinion the bill is unohjectionable from the constitutional .iewpoint 
since it merely prevenfs a duplicate dednction fOl' State and munici pal 
bond interest. However, he believes that it'would be desirable to pro­
vide for a duplicat.e deduction because this would be likely to \'erv 
substantially broaden the ma"rkct for State and nnmicipal bonds_ H'e 
also expressed the view that most of this interest differentinLwould 
accrue to the bl'llefit of the,St.ates alJd mu;n.i_cipalities. - , . . 

. . . .' . 

7. Mr. Rupert ,Van-en, vice president ofTrico Products COlV. (p. 123) 
, He was concerned with the taxation of gi"oup life insurmice :ind 
pension funds. He indicated ,he was concerned by the apparently 
discriminatory taxe.s applicable under present law to his plant,yille 
group life insurance and pension plan, as compared with those appli­
cable to trusteed plans. He expres~ecl tlle yie"T that the bill as pas~ed 
by the HOllse should he changed to exclude from the tax base all inc 
vestment income, including: capital gains and losses, attrilmtable to the 
operation of pension plallS. He also suggested that the deduction for 
contingency additions in relation to group insurance operations should 
be applicable uniformly to JI111tunl and stock companies. 
8. :Mr. Carl T. Mitnick, president. of the National Association of Home 
- Builders (p.124) · _ 

He pointed out tha.t si nce ,Yorlel ,\Yar IIlife insnl"flnce compalli~ 
had ma.de a.vailabl e S0111e $31) billion in home mortgage loans. In view 
of this, he asked .fel: ca-'dul (le.liberatioJl with respect to any tax 
measure which might. call::ie any shift. in these im·estment. funds.' . 
V. Mr. Henry F. Rood, senior rice president., Lincoln National Life 

Insnrarice Co. (pp. 17V and GOG) .. 
This is a memorandum settil1~ forth reasons ,,-h~' a policyholder's 

protective fund maT be requirec[ (like the 10-percent and 2-percent 



TAXATION OF " LIFE INSURANCE COMPANIES 41 

deductions in the House bill) .Such,funds represent an apportion-­
lllent of surplus over and above statutOl]r resenes. He states the need 
for them may be due to (1) sudden catastrophes such as epidemics, 
wars, or depressions when mortality rates soar or capital losses are 
heavy; (2) long-term changes in trends such as higher expenses caused 
by inflation or the decline in interest rates resulting either from gen­
end business conditions or from a controlled economy. The memo­
randum then cites examples of ,yhere snch funds were needed. 

The size of the policyhQlder's protective fundneec1ed by a company 
according to the memorandum will nry according to: (1) The size 
of the company, (2) the interest rate used in computing reserves, (3) 
the amount of group and accident and sickness business, and (4:) level 
of premium rates, and (5) the proportion of participating and non­
participating insurance. 

Statistics presented show that in ID28 and again in ID57 when the 
companies had an opportunity to accumulate the capital and surplus 
needed in the judgment of the management that stock companies held 
amounts equal to about 15 or 16 percent of the reserves and mutuals 
about 8 to D percent of reserTes. This might appear to suggest a dif­
ferential bet,,-een stocks and mutuals of only about 7 percent. How­
ever, he sta tes tha t since many stock companies issue both participating 
and nonparticipating business the 7-percent (li fferentia l between stock 
and 111l1tuaJ companies does not represent the full additional amount 
needed for nonparticipating policies. The reason p:iyen for the differ­
ence in the size of reserves in the case of participating and nonpartici­
pating policies is that dividends to policyholders can be reduced under 
partici pa.ting policies.. Based upon theexp.erience of. five companies 
ag to chYldend reductlOns from ID2D scales III the perlOd 1930-45, he 
concluded that in snch period di vi dend-variations were the equivalent 
of a D.1-percent variation in reserves. A second method of compari:. 
son,howe:ver, showed a use of dividends equivalent to a 15.2~percent 
addition in I'eserves. Based upon these two difl'erent methods' he con" 
cludes that a 12-percent differential in reser ves for nonparticipating 
business would be appropriate. . , ., . '. " 

10. Mr. Eugene M. Thore of the Life' Insurance Association ofAmer-
ica. (A similar letter was receind from Claris Adams; execu­
tive vic~ president and general counsel of the American Life 
ConventIOn.) (Pp.124:, 420, 524) 

He indicate(l that the Life Insurance Association of America had 
recently adopted a resolution fa"oring the general pattern of the biH 
but also recommending certain modifications presented by association 
witnesses a.t the hearings. He stated that it had come to their at­
tention that some companies were advocating that the ID42 act be 
permitted to apply to t.he tax year 101)8 to provide more time for t.he 
consideration of the pending bill. Heindicat.ed that. his association 
opposed a return to the 1942 act for six stated reasons. He stated 
that t.he action in ID50 wherein the Senate on: April 13, 1D50, passed a 
bill applicable to life insurance companies for the tax years 194D-50 
constituted a precedent which could h~ followed this year. 
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11. Mr. Robert C. Sneed, representing the Texas Association of Mu­
tual Life Insurance Officials (a trade organization composed 
of managing officers of mutual assessment life insurance com­
panies) (p.126) 

The mutual assessment compa,nies state that as a result of the way 
the bill is di>afted they may not re(;eive a policy and other cOlitract 
liability deduction. At least 60 percent of all assessments or premium 
income of these companies must be placed in a "mortuary or relief 
fllnd" while the remainder is placed in an "expense fund." The 
mortnary or relief fund belongs to the policyholders. Under Texas 
law it may be invested only in the same securities as legal investments 
for reserve funds of stock life insumnce companies, and comply with 
the definitions in H.R. 4~45 of a "life insurance reserve." However, 
policies of mLitual assessment companies do not specifically provide 
for an assumed interest rate (although most concerilS in setting rates 
or frequency of assessments rely llpon an assnmed intBrest factor). 
However, all investment income of mortuary or relief funds must be 
placed in such funds for the exclusive benefit .of the policyholders. 
To overcome this problem, it is suggested that section 804: (c) be 
amended by adding a Hew paragraph applicable to assessmerit com­
panies providing that in the case of these companies they are entitled 
to deduct from gross investmerit'-incolhe in determining investment in­
come an amount equal to 3 percent of life insurance reserves .. ' 

12. Mr. Carl .J. Schmidt, vice president and genera] manager, the 
Arizona WatBr Co. (p. 127) 

The comI?any adoptBd a pension pIa!l a few years ago, selectin.g a 
group annUIty plan msured by a large lllsurance cOmpany. It pomts 
out that under present law these· pension plan reserves have been sub­
ject to a tax assessed n.gainst the insurance compn.ny. It further 
point.s out that this tax does not apply to lminsured plans. Therefore, 
since H.R. 4245 improves this tax situation, the company approve.." of 
t.his feature of the bill and urges its adoption. 
13. Mr. George E. Richn.rdson, president of the HBA (Hospi~'tl Bene­

. fit AsSurance) Life InsuranCe Co. of Phoenix, Ariz. (p. 128) 
He questioned the merit.s 'of t.h& bill ·· oWtw6base.s:~~ First he' slud: 

it had been ·i'iitroauGed ·and~rtlshed <Sb '·quickly~thaf· few had· a chance 
to understand it.. Second, he considered it unfair in the following 
three provisions to smaller or newer ('.ompanies, most. of which are 
:stock companies: . 

(a) The deduction for smaJI business of 5 percent of ill vest­
ment income up to a maximum of $25,000 a yea.r. He suggests 
that too much of the relief under this provision is available to 
what he considei's the larger ·companies and too little to what he 
considers t.he smaIl companies. 

(b) One of t.he fadors in arriving at the deduction rate is the 
assumed }'fite, The bill permits companies to use eithel' their 
OW11 assumed rate or the industry ayerage assumed mt.e1 which­
ever is higher. He states that most of the larger companies which 
are mntnals set their policies on a reserve basis of 2 to 2% per­
cent while stock compa.nies, such !lS their own, llse a 3 percent. 
rate. He states tha.t as a resnlt permitting the nse of the industry 
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average, where this is above t.he company's own rate, provides 
more relief for the mutual companies than for the stock com­
panies. 

«()) He states that the exemption for investment income at­
tributable to qualified pension plan reserves which becomes fully 
effective over a transition period of 3 years, will prima.rily bene­
fit the larger companies since only such companies are int~rested 
in writ.ing such insnrance. 

14. ~Mr. Robert L. Hog-g, vice. chairman of the board of the Equit.able 
Life Assurance Society of the United States (p. lOG) 

His statement is concerned with the tax treatment of insured quali­
fied pension plans. He approved of the provision in the House bill 
exempting from tax investment income allocable to qualified pension 
reserves. However, to give complete equality with trllst~ed plans 
he recommended the following amendments: 

(a) Investment. income allocable to pension surplus should be· 
exempt; 

(b) capita] gains and losses to the extent attributable to pension 
pJaJ1S should be exempt; 

( c) pension operationsshollJd not create a tax Jiability under 
phase 2. 

15. Mr .• Jarvis Farley, secretary-treasnrer and actuary of Massadm­
setts Indemnit.y & Life Insurance Co. (pp. 129 and 433) 

He was concemed with the fact that the 10-percent. deduction for 
nonparticipating insnrance is based upon 10 percent of "reserves.'" 
He suggested that the reserve is not a reliable measure of the degree 
of Jong-t~rm risk involved since in the case of long-term policies it 
gives undue weight to the investment element of the policy. As a re­
sult, he stated that companies which write a relatively larger propor­
tion of long-term protection policies not involving large investments 
are treated unfairly by this type of a deduction. As a result., he sug­
gested as an alternative to the 10-percent dedllction in the Honse bilI 
a dedtiGtion of 5 percent of net premiums for the taxable year attrib­
utable to certa1l1 nonparticipating contrac.ts. He suggested that it 
might be desirahle to exdude policies which are 110t characterized by 
long-t~rm risk. 

He was also concerned with a technical provision in the bill (sec. 
818(c)) which provides that where a company computes its life insur­
ance reserves on a preliminary term)~asi!?,}t..may !;llect to convert them 
to a ,.net.· level premium basis llnder~ one .of t.wo pres<?ribed,; methods. 
One is an exact revaluation and the other a computation according 
to a prescribed formula in the bill which is expressed in lmits of $1,000 
of insurance adjust~d by a percent of life insurance reserves. He 
stated that this second method, or approximation formula, is not ap­
plicable in the case of reserves held against benefits not expressed in 
units of $1,000 of insurance, with t.he result that a company with sub­
stantial amounts of such reserves would be unable to use the approxi­
mate reva}lIation method. He suggested spelling out in the statute 
an alternative a.pproxima.te revalution method not keyed to units of 
$1,000 of insurance or permitting the Secretary to define bv regula-
tion alternatiye approximate methods which may be nsed. . 
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16. Mr. John T. Acree, Jr., president of the Lincoln Income Life In­
surance Co. of Lonisvjl}e, Ky. (also vice president of. the Life 
Insurers Conference, although not speaking for them .( p. 131) 

He suggested the bill should be modified to give relief in the follow-
mg areas: ' '., 

(a) The small-business deduction of 5 percent with a maximum 
, . deduction of $25,000 should be increased to 25 percent but the 

same ceiling retained. 
(b) The net operating loss carryforward for a life insprance 

company in the early years of its organiz,ation, should be available 
for a 15-year period instead Of a 5-year period.. '. ~, ' 

(c) Some transition period should be provided wl1ere 'there is a 
substantial increase in t:ax~ : " ; 
. (d) Although the 10-percent deduction under phase"2, .. bused 
upon the ~n~re.asei~l · " ~OI~paiticipating . res,~I:ves? , is ,.g:ei]ira~ly 
acqeptable, It IS llladequate 111 the case of certmn of the campames 
in his conference. For this reas'ori he suggested as 'an alternative 
the allowance of 5 percent of premiums on nonparticipnting con-
tract.s of a dnration of 5 years or mOl:e~ . 

(e) The deduction for tnx-free interest and dividends subject 
to the 85-pei'cent dividends recein>d cj'edit shonld be expanded. 
In this respect he referred particularly to phase 2, but stated 
,there is also some merit in his opinion in a broadening of t.he 
phase 1 deduct.ion for these items. He stated that the cost of this 
suggestion applied only to . phase 2 would be $6.5 million, based 
npon 1958 business. 

17. :l\1r. Theodore A. Stemmermann, vice president and actunry of the 
J, Home Life Insurance Co., New York, N.Y. (p. 133) 
'. He suggested that the bill should be amended at least in the two 
following respects: 
" (a) The deduction rate lInder phase 1 should be det.erri1ined 
. exclusivelY 'on the company's own earned interest rate either for 

the current year or the average of the last 5 years whenever t.hat 
rate exceeds t.he company's required reserve interest rate. 

(b) Policyholder divic1erids should be allowed as a deduction 
iiI computing an underwriting loss, and, t.herefore, as an offset 
against taxable investment income, at least to the extent of 50 
percent. 

~if :Mr. Alvin IVunderlich, Jr., president of the National Burial In­
surance Co., Memphis, Tenn. (p. 135) 

He stated that in the case of his company the 1958 t.ax liability 
nnder the 1942 law would be $88,000, while under the bill, H.R. 4245, 
the tax would be $212,000, nn increase of 242 percent. In view of this, 
he suggests that the 19-:1:2 hw be made applicable for 1958 and that 
the bill be reviewed very carefully dlll'illg 1959. 
19. Mr. Lawrence Cart.er Reeves, manager of the Home Life Insur-

ance Co. of New York (p. 135) 
. He pointed out that l1lutllal insurance companies lmve 63 percent of 
the total life insllrance in force and 58 percent of the total gain from 
operations, but under the proposed bill "ill pay 70 percent of the 
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Federal taxes. He states that this is discriminatory and asks that 
the law be revised so as not to be discriminatory and not to impose 
a 70 percent increase ta,xes on an industry in a single year. 
20. ·Mr. ",V. K. Boardman, of Ketchikan, Alaska (p. 135) 
- He states that the tax on im-estment income as it applies to insured 
pension reserves nnder present law is discriminatory against insured 
plans and, therefore, that this tax should be removed. In vimv of 
this. he recommends support for the p'l'O"vision ill the life insurance 
bill which provides an exemption for investment income from qml1i­
fied pension plans gradnally becoming effective over a 3-year period. 
21. Mr. Guilford Dlldley, Jr., on behalf of t.he Life & Casualty In-
. smance Co. of Tennessee (p. 130) . 
'., He recommends tbe investment income approach as exen:iplified 
by the 1955 stopgap formula as a sllbsititnte for the billlJut instead of 
the 85-percent (or 87%-percent) dednqtion allowed each coinpany 
under that stopgap formnla allow it deduction for each company 
based upon its own aetnal reserve. j·eqIlil'emellts. However, if the com­
mittee does not accept the investment income approach 'as the sale 
basis for taxation, the following specific amelldments are proposed: 

(a) The dednction rate for 'the policy and other contract lia­
hility deduction, illstead of be.lng an average of a company's 
enl'l1ings mte rUld the highe.r of its own uSSllmed rate (01' the 
industry average assmned rate) should be each con111any's own 
[tsslllned rate, based npon all average of its assume. rate require:-
ments for a pel'iod of seyernl ye{u·s. . 

(b) In ph[tse :2, the 10-percent deduction for the increase 
-in reserves on nonparticipating business s hould be chailgec1'.t9 a 
dec111ction of 5 percent of llonpn,l'ticipating premiullls I'eceiv~a. " 

((!) . A I)-year transition period before the new bill b6comes 
fnIly effective is recommended. It. is .suggested that th~ , bx be 
l'omplltec1 ulldel' the 1942 formula anl1 nnder the proposed. 1:>i11 
for <'aeh of these 5 years and that for 1£)58 the company pay: -tli~ 
amount lInder the 1£)42 law, if less than that I1n(1er the pI'op'osecl 
bill, plus one-fifth of the difi'erence. between the two: For 1£)59, 
it would pRy two-fifths of the difference, etc., fo], e[tch year, until 
for 1962 the company 'would pay the full [tmount lmder the pro­
posed bill. 

(d) It is suggested th[tt:l credit (instead of merely a deduc­
t ion) be allowed ngn,inst Federal t[tx equal to 21) percent of the 
Rmollnt of preminm taxes which each life insurance company pays 
to the various States. . . .. ' 

( e) It is suggested that plwse ;} of the proposed bill be de­
leted entirely. 

22. Mr. Clarence J. Myers, president of New York I~ife Insurmlc.e 
, Co. (p.141) 

-He indicates th[tt. his compmly [tppro,es of the general structure 
of H.R. 4245, but considers its tax burden to be excessiye. However, 
his comp[tuy considers the bill to be a sounder basis of taxation thn,ll 
the 1942 formnl[t which would become the t.ax base in the Rbsence of 
new legislation. He recommends 2 modifications in the bill as passed 
py the House. The first would determille the deduction rate under 
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phase 1 on the basis of each company's earnings rate during the 5-
year period ending with the current tax year rather than basing this 
rate partially on the company's own assumed rate or the industry 
average assumed rate. Second, he believes that t.he bill should be 
amended by deleting ent.irely the limitation on t.he deductibility of 
dividends to policyholders in computing an underwriting loss. How­
ever, any partial rela.xation, he point~d out, would reduce the ext~nt 
of discrimination. He sug~ests that a wa.y of achieving this]'{'.}axu­
tion would be to a.llow a deduction of 50 percent of any underwriting 
loss to the e·xtent at.tributable to policyholder dividends. He ap­
proves of the deduction in the bill tor investment yiel(l on pe.nsion 
plan reserves. 

2:3. Mr. Charles J. Zimmerman, presidellt. of the Connecticut :Mutual 
Life Insurance Co., Hartford, Conn . . (p. 145) 

He stated that the HO\lSe committee has brought out a hill which t 
OVerall, is sound from a technical standpoint but imposes too heavy 
a burden upon life insuranc~ companies. He sngges ts that the bill 
be amended by using a 5-yen.r individual company a\-erage in conlpnt­
ing the reserve interest deduction, instead of basing this deduction 
rate partially on the asslUned rate of the Individual company or the 
aSsumed rate of t.he -industry, whichever ' is higher. He would also­
amend t.he bill to allow llJutual companies to ·deduct policyholder divi­
dends where t.here is an underwriting loss. 
24. Mr. A. 'V. Koehler, secretary-manager of the Xational A .. <:soein­

tion of Motor Bus Opemtors (p. 147) 
He endorsed the provisions of the bill relating to n deduction for­

investment income attriblltn.ble to pension plan reserYes. He ur~ed, 
however, t.hat t.he deduction be made effective immedintely rather­
t.han in successive steps bet.ween now and H)61. He also urg-ed that 
the provision h(l modified to insnre the exemption of capital gains 
attributable to qun.lified pension fmICls. 
25. Mr. Samuel E. N eel, general counsel of the Mortgage Bankers~ 

Associat.ion of America (pp. 148 & 610) 
He indicated that the association is concen1Pd about t.he proposn.l 

to increase substant.ially the Federal income taxes paid bv life insUl'­
ance companies because of the vital pmt played by life insurance 
companies in providing funds for financing the Nation~s homes. He· 
feared that a substantial taxcincrease will-Taise the cost of lif~ insnr­
ance and hence diminish the popularity of life insnrance as a medium 
of savings. Second, he feared that an increase in tax on life insur­
ance companies will force the pension accounts of these companies' 
into tax-sheltered a.reas of trusteed operations from which the mort­
gage market receives little benefit and third, he feared that an in­
crease in t.axes wonld divert a significant volume of life insuranc.e­
investment. from taxable obligations, including mortgages, to tnx­
exempt secnrities. 
26. Mr. Wllliam 1\1. Dudley, fielll underwl'iter of the Home Life In­

surance Co. of New York, Lynchburg, Va. (p. 239) 
He stated t.hat in his opinion the bill discriminate~ between mutual 

companies and stock ('ompanies and that if life insurance companies 



TAXATlON OF LIFE INSURANCE COMPANIES 47 

.are to be encouraged to lise higher interest rates on 1')Olicy reserves 
it should be made mandatory to do so. Also, he expressed the vicw 
that. mutual companies should be allowed dednct.ions for policyholder 
·dividends where they have underwrit.ing losses. He further sug­
gested revising the provisions on qualified pension plans so t.hey re­
eeive the same tax treat.ment as t.rusteed plans do. 
27. Mr. ,Yilliam R. Gardner, Richmond, Va., general agent of the 

John Hancock Mut.ual Life Insurance Co. (p.241) 
He suggested that to levy additional taxes on the life insurance 

·companies is to further tax the public and to disconrage savings 
which might help in the effort. to retard the inflationary spiral He 
stated that it is admitted that. a reyisedmethOcl of levying an income 
tax on life insllrunce compallies is needed bnt not in the form, or to the 
exte.nt, now proposed. 
j28. lUI' .• Toseph F. Clark, executive director. ::\Iullicipal Finance Offi­

cers Association of the United States and Canada (p. 122). 
He noted that the House bill complies with the reqnirement.s of the 

'Constitution by refraining from taxing income on State municipal 
bonds and found this effort. laudable and comforting. Although the 
association does not attempt to influence legislation, he stated it has 

_ traditionally opposed the imposition of any tax on interest on State 
mlmicipal seenrities in order to presel'Ye the investment market for 
municipal bonds, offerings of which will increase in vohmle. He 
Teferred to the statements submitted by Mr. Austin J. Tobin, chair­
man of the Conference on State Defense and executiye director of 
t.he Port of New York Aut.hority, which recommended an enla.rgement 
·of the exemption of income from investments in State and municipal 
securities. He suggested that this 'Viewpoint. commends itself to 
'Congress and is pertinent. for study hy it dlll'ing its consideration 
-of the merits of the bill. 
29. Mr. James L. Neville, president of the Salt Lake Association of 

Life Underwriters (p. 240) 
He stated that this bill is lin fair since the tax it would impose is 

-ilb6ut five times as great as that imposed Oll other forms of thrift.. 
Also, he indicated that his association is concerned that the bill does 
not give full credit for dividends to policyholders where there is an 
underWriting loss. 
:30 .. Mr. Carl A. Hulbert, commissioner of the Department of Insur-

ance of the State of Utah (p. 283) 
.. He stated that he understood that amounts placed in reserves which 
:are required b}' a State department of illSlll'anCe may not be deductible 
"if they are not reserves required by law. He suggests that this is 
"lmfortunate. He cites as an example of this the fact that the Utah 
1aw does not. require companies to maintain any reserves whatsoever 
for annuities, disability benefits, or a cciaeilhH death benefits although 
(apparently) the Utah Insnrance Department dOes require reserves 
iii such cases. He stated that there are at IMst half a dozen States 
that do not ha.ve statutes requiring reserves for these clasSes of insur­
itnce. He also stated that not all of the reserves needed are actuarial 
rese.rves. He cited as an example of this the security valuation reserve 
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required -by his department. He said that all reserves required by a 
State insurance department should be deductible for tax purposes and 
he feared that unless the bill is amended to specifically proride Tor 
this, these reserves may be ignored for Federal tax purposes. 

He also said that it is highly probable that his State will h:1\'e to 
increase the premium tax on insurance companies in the near future, 
and that the effect of the tax proposed by H.R. 4245 'will make an 
attempted increase of this type more difficult. He requested that 
specific statutory language be inserted in H.R. 4245 which will insure 
that the right and dut.y of a State commissioner of insurance t.o regu­
late all reserves and othenyise control t.he financial operations of a 
company subject. to its jnrisdiction wit.hout challenge by the Treasury 
Depart.ment.. He stat.ed that it. should be made perfectly clear t.hat 
the Commissioner of Internal Revenne has no authority t.o questiol1 
t.he existence of, or additions t.o, any reserve required by a State insur-
ance department. -
31. 1\:[1'. Orville F. Grahnllle, vice president and general counsel of t.he 

PalU Revere Life Insurance Co. of -Worcester, Mass. (p. :2-:1:1) 
He supported the suggestions which have been made, relatin, to tnx­

free interest and the dividends received credit, and the use of the in; 
dividual companies own earned interest rate for the determination 
of the reserve deduction. He also supported the general pattern of 
H.R. 4245 but suggested two modifications; one calling for a tran­
sitional rule and the other a change in the 10 percent deduction. _ 

He pointed out that under the 1955 stopgap law his company would 
have a tax of $431,000 for 1D58 and under the 1942 law would haTe a 
tax of $731,000 for that year. However, lUlder H.R. 4245 he antici­
pates that the tax for 1958 wil1 be $1,356,800 with $1,024,600 coming 
from phase 1 and $332,200 from phase 2. He suggests that this in­
crease in tax requires a transitional rnle. One such rule snggestefl is 
an alternative of twice the stopgap law or the 1D42 law, but with a: 
maximum equal to the amount determined lUlder H.R. 4245. As an 
alternative, he could support the suggestion of 1\:[r. Matthias, who 
suggested a formula, limitll1g the combined tax under phases 1 and :2 
to percentages ranging from 175. to 275 percent of that under the 
1D55 stopg'ap for:ll1ula for the perIOd for 1958 to 1962, or percentages 
ranging from 50 percent to 90 percent of the tax burden imposed 
under H.R. 4245 for the same period, whichever is the larger. 

He also recommended as an alternative to the allowance of 10 per­
cent of the increase in nonparticipating reser,es as a deduction under 
phase 2, the allowance of an amount equal to 5 percent of the prem­
iums on nonparticipating contracts of a duration of 5 years or more. 
32. Mr .. J. -Wythe -Walker, president of the Uillon Life Insurance Co., 
- Little Rock, Ark. (p.23D) 

He urged that the "deduction rate" be changed in the manner 
recommended by the Life Insurance Associat.ion of America. ,Vith 
this modificatioi1 he expressed the view that the bill would be reason­
able both in its technical approach and in the tax imposed on life 
insurance companies. 
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33. Mr. Stanley Falk of Little Rock, Ark., agent for the Mutual Life 
Insurance Co. of New York (p. 240) 

He stated that the bill imposed an unfair tax on the savings of rnil~ 
lions of Americans 'who have their money invested in life insurance. 
He stated that the legislation does not give fnll credit for dividends 
to policyholders in the case of underwriting losses. He believe that 
this is discriminationary and that the biU should be amended to re­
move this limitation. 
34. 1fT. C. B. ,Yhiteside, vice president of the Merchants National 

Bank of F01't Smith, Ark. (automobile finance department) (p. 
240) 

He stated that the bill is destrnctiye to the life insnl"Ullce business in 
Arkansas and that it wiU prejudice the continued growt11 of bnsineSs 
in States such as Arkansas. He snggeststhat phases 2 and 3 of the 
bill are discriminatory and that phase 3 seemed designed to legislate 
companies out of business rather than .to raise revenue. 
35. Mr. G. E. ,Yainscatt, president, ~lidland Empire Life Insurance 

Co., Atchison, Kans. (p. 243) 
He expressed opposition to phase :2 and particnlarly to phase 3 of 

the bill. He stated that these phases of the bill wiU primarily affect 
credit insurance companies such as his own and that they are dis­
criminatory. 
36. Mr. Frank H. Rawlings, vice president and gene'ral counsel of 

. the Centmy Life Insurance Co., Fort ,Vorth, Tex. (pp. 434 
and 436) 

He recommended two changes hl the bill. The first provides that 
the tenll "distribution" for purposes of phase 3 of the bill is not to 
include funds expended in the complete redemption of ca11able pre­
ferred stock which was outstanding on January 1, 1959. Second, ip 
the case or companies with capital and surplus not in excess of $5 
million, he would provide an exemption from any tax under pha'le 
2 until the company's accmllulation of untaxed sUI1)lus exceeds 25 
percent of its life insurance reserves or 60 percent of its net prE\­
miums, whicheyer is greater. Amounts not taxed as a result of this 
exemption under phase 3, would be added to the policyholder's sur-
plus account (tax deferred account). . , 

37. 'V. K. R. Holm, Jr., the Holm Agency, the Connecticut Mutual 
Life Insnrance Co., Proyidence, R.I. (p. 245) 

He opposed the biU on the grounds that it imposed too heavy a tax 
burden on insurance companies. 

38. Mr. Frank P. Samford, president, Liberty National Life Insur-
ance Co., Birmingham, Ala. (p. 421) . 

He favored retaining the 10-percent deduction under phase 2 for 
additions to reserves for nonparticipating insurance. He also fa­
vored the postponement of the tax on half of the underwritilw income 
until this income was distributed to stockholders. b 

39. Mr. Gny L. Evans, field,underwriter of the Mutual of New York, 
Pueblo, Colo. (p. 424) 

He stated that the bill discriminates against mutual policyholders 
by failing to grant mutuals a tax deduction for their policyholder 
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dividends where the companies have underwriting losses. He also 
stated that t.he bill should be amended to use a 5-year individual 
company average in computing the reserve interest deduction. He 
further recommended that the provisions relating to qualified pen­
sion plans be revised so that they would receive the same tax treat­
ment as t.rusteed plans. 
40. Mr. 'William A. Lyon, pl'esident., National Association of Mutual 

Savings Banks (p. 425) 
HB pointed out that under section 5D4 of the code life insurance 

,departments of mutual savings banks are taxed at the rates of and in 
t.he manner proyided in subchapter L with respect to life insurance 
companies. He requested t.hat the committee in its report state affirm­
atively that nothing in the bill is intended to change the practice of 
treating life insurance departments of mutual savings banks as life 
'insurance companies. In this respect he spoke particularly of sec­
tion 817 (b) of the bill which provides that any capital gain is to be 
determined by reference to the fair market valne of the propertv 
on Decemher 31, 1958, if on that date the fair market valne exceed"s 
the adjusted basis and the taxpayer has been a life insurailce com­
pany at all times on and after that date. 

He also was concerned with the last sentence of section 811 (b) (1) 
of the bill. This states that in computing the dednction for dividends 
to policyholders there is to he inclnded as amonllts held (as reServes 
for dividends to policyholders) at the end of any taxable year 

·"amounts set aside, before the 16th day of the third month of the 
year following such taxable year, for payment during the year fol­
lowing ·such taxable year." He indicated that in some cases it is 
phy~ically impossible for the,actnary of it savings bank life insurance 
fund to ahalyze the repoi."t of the 48 issuing 'hanks and to make divi­

.dend recommendiltiOJls to these banks before the last week of Feb-
·ruiu:}'. In view of this, he s'tated thnt it is not posslb1e for the board 
.of directors of the various banks in all cases to complete formal 
act.ionsettlng aside reserves for dividends by the 15th of March. He 
asked that. the last sentence of section 811 (b) (1) be amended to allow 
·any time for setting aside the reserve for dividends for ,vhich an 
extension of time is allowed for filing a, return. 

41. Mr. G. H. Poindexter, president, Coastal States Life Insl1l'ance 
Co. (p. 426) 

He recommended t.he substitution of the investment income ap­
proach as exemplified by the 1955 stopgap law with a readjusted 
dedlletion rate to pl'ovide a greater tax yield as a substitute for the 
bill. 

.42. :Mr. Sterling Holloway. chairman of the board of Contlnentnl Life 
Insnrance Co., Fort "Worth, Tex. (p.427) 

He recornmended : 
(a) The substitut.ioll of each indi.vidual company's 5-year nyer­

ilge l1'et interest earned rate for the forinula in the bill. 
(b) An 1llcre,ase ii"OIh 10 to 12 percent 111 the deduction for 

Increases' in nOllparticip1'lting resei·ves. 
(0) All amendment to proyide n broader exemption for tax­

(exempt illterest. 



TAXATION OF LIFE INSURANCE COMPANIES 51 

(cl) An amendment under phase 3 to provide that any surplus 
contri bnted by shareholders in the future will be credited to the 
shareholder's surplus account and therefore available for dis­
tribution to the shareholders without any tax at the corporate 
level. 

(e) An amendment which, uncler phase 3, would transfer to the 
shareholders' surplus account 2 percent pel' annum of the earned 
surplus accumulated prior to Decembmo 31, 1D5S. . 

(I) An amendment to proyide that losses from operations for 
the years 1D55- 57, be allowed as it loss carryover deduction. 

43. The Honorable John Marshall Butler, Senator from Maryland 
(pp. 51G, 700) 

He opposed the tax treatment in the bill for State and mnnicipal 
bond interest OIl the grounds that it was unconstitutional. 
44. 1\11'. Hichard 1\1. Sellers, executiye vice president, Commonwealth 

Life Insurance Co., Louisville, Ky. (p. 437). 
He opposed the substitution of the 5-year a\-erage earnings rate 

where the rate in the hill which is halfway between the individual 
company's earnings rate for the year and as assumed rate which is 
either the company's own assumed rate or the industry average as­
sup1ed rate for the prior year, whichcyer is the higher. He indicated 
that the substitution of the 5-year [werage earnings rate wonld in­
crease the tax of the Commonwealth Life Insurance Co. Should the 
Senate Finance Committee neyertheless adopt the 5-year tlTerage 
earnings rate, he recommended that an alternative to this be provided 
during the first 4 years \,hich in effect is the formula now in the bill. 
45. Mr. Edwin "'V. Henne, president., Fanners &. Traders Life Insnr-

ance Co., Syracuse, N". Y. (p. 42D). 
He indicated that the Fanners l\:; Tl'ftders Life Insurance Co. is in 

the process of mutnalization under a plan approved on November 15, 
ID54. He indicated that as a result his company is in the same situa­
tion as the Ohio National Life 1nsu1'[l11ce Co. [Illd therefore favored 
the proposed amendment submitted by that company. The amend­
ment proposed by the Ohio National Life Insurance Co. in phase 2 
Ullder section SOD (d) would have added an additional deduction pro­
viding that distributions to shareholders in payment of stock, pur­
suant to a plan of mutua lization agreed upon prior to J annary 1, ID5S, 
was to be deducted in arriving at gains from operations. The mutual­
ization plan of the company in question is expected to require a period 
of abont 10 years, with normal earnings, beginning in 1955. 
4G. Mr. Paul E. Keller, president, Benefit Association of Raihyay 

Employees, Chicago, Ill. (p. 428). 
He snggested the following three changes be made in the bill : 

(a) Section S09 (g) be amended to provide that in the case of 
small insurance companies the limitation ,yith respect to policy­
holder dividends, 10 percent deduction with respect to nonpar­
ticipating policies, and 2 percent deduction with respect to group 
insn ran ce , be made available where there is an underwriting loss, 
as oft'sets against taxable illYestment 1nc.ome. 

(b) The 2-percent deduction provided by section 809 (d) (7) 
be amended to make this deduction available with respect to 
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"individual" accident and health insurance' as well as group in­
surance. 

«(J) He expressed concern as to the discrimination under the 
1955 stopgap law whereby some small insurance companies were 
required to J?ay a Federal income tax although sustaining losses 
from operatIOns. To correct this problem he would allow loss 
carry backs to taxable years prior to January 1, 1958. 

47. Mr. J. Richard Clarke, Boise, Idaho, agent for the Mutual Life 
Insurance Co. of New York. (p. 428) 

He recommended the following modifications in H.R. 4245 : 
(a) Using a 5-year individual company average for computing 

the reserve interest deduction instead of basing the tax on in­
dustrywide averages. 

(b) Allowing mutual companies deductions of any deficits that 
may arise where operating gains are smaller than taxable invest­
ment income. . 

«(J) Revising the provisions with respect to qualified pension 
plans so that they receive the same tax treatment as trustee plans. 

(d) Granting a deduction for investment income from in­
dividual annuitIes. 

48. Mr. George J. Brugger, Denver, Colo., representative of the 
Proyident Mutual Life Insurance Co. of Philadelphia. (p.437) 

He requested that H.ll. 4245 be carefully reviewed in light of the 
serious questions and implications that it can have with respect to the 
national economy. He suggested that it should further be reviewed 
to be sure that mutual and nonparticipating companies are still com­
petitively on the same basis. He also suggested that in view of the 
McCarran Act the aggregate tax imposed on life insurance companies, 
including State taxes, should be considered. 
49. Mr. Raymond H. Belknap, president, the U.S. Life Insurance Co. 

in the city of New York. (p. 439) 
He indicated that his company is one of the few' American life 

insurance companies with extensive interests in 16 fo]'ei~n cOlUltI"ies. 
He stated t.hat it is actively solicit.ing new business in CUba, Panama, 
Colombia, Venezuela, and Pumto Rico, and has sizable amonnts of 
existing business in the Philippines and Guatemala. Ten percent of 
its ordll1ary life insuraJlce in force covers lives of the residents of 
the Hi foreign countries in which it does business. He proposed an 
amendment to the bill ,,'hich would exclude from the concept of "life 
insurance company taxable income" (under sec. 80:2) net income de­
rived from sources " ... ithout the United States and Canada. In the 
case of his company he estimated t.hat with respect to 1958 taxes this 
would result in a savings of about $50,000. He estimated that for the 
entire industry the loss of rcyenue would be about $500,000. 
50. :Mr. <Toseph M. Bryan, senior vice president, JeJlerson Standnrd 

Life Insurance Co. (p. 441) 
He opposed the reduction in the policy and other contract liability 

deduction Iluder phase 1 for 85 pcrcent of intercorporate diyidends 
received. He also objected to the reduction in the deductions with 
respect to this diyidend income wldel' phase 2. 
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51. :Jlr. Jack C. Va ughn, president, Spartan K a tional Life Insurance 
Co., Dallas, Tex. (p.443) 

He was primarily concerned with the tax treatment of small life 
insurance companies and stated that they should be provided special 
tax consideration with respect to their investment income. He imli­
cated that the 5-percent exclusion presently in the bill is grossly in­
adequate. He also stated that the heavy burden of taxes now imposed 
by the States should be taken into consideration in working out a 
Federal income tax for life insurance companies. 
52. Mr. Beme K. J ensell, Boise, Idaho (p. (04) 

He stated that he was representing a company writing credit life 
insnrance in ",Vashington, Oregon, California, Utah, Nevada, and 
Idaho. He indicated that he opposed step 3 of H.R. 4245. 
53. Mr. "'V. L. Newton, executive vice president, Kentucky Central 

Life & Accident Insnrance Co., Anchorage, Ky. (p. (01) 
He recommended that the bill be amended to provide a 30-percent, 

rather than a 52-percent, tax rate for income under phases 2 and 3 of 
the bill. Although he stated that he could not see wherein the bill 
did not provide a full exemption for earnings from tax-exempt seCll­
rities, nevertheless, he thought that it would be desirable to permit 
the deduction of tax-exempt interest without the "adjustment to pre­
vent double dedudions.'; He also recommended that provision be 
made for a transition period to soften the immediate impact of the 
new tax law. 
54. Mr. Arthur J. Cade, executive "ice president, Old Republic Life 

Insurance Co., Chicago, Ill. (p. 58) 
He recommended that the committee amend the bill in the follow­

ing respects: 
(a) Eliminn te phase 3 in its entirety. 
(b ) If phase 3 is not eliminated in its entirety, amend it to 

provide for its gradual application over a period of 5 years. He 
indicated that this could be done in the manner suggested by Mr. 
Frank ,Tordan in his testimony. 

(c) Amend phase :2 of the bill to provide for its gradual appli­
cation over a period of 5 years. Funds released from tax during 
this period under his recommendation would be placed in the 
shareholders (tax-paid) surplus account. 

(d) Amend the bill to permit the partial distribution of exist­
ing smplus on a year-to-year basis without first requiring the 
payment of the entire tax liability which accrues under the policy­
holders snrplus account, provided snch partial distribution in any 
year does not exceed f) percent of the existing surplus. 

55. Mr. James E. Dunne II, president, International Life Insmance 
Co., Austin, Tex. (p. 593) 

He stated that dnring the years 1854 through 1857 his company 
had an accumulated net loss from operations of $767,342.49. Dnring 
the same period, however, it paid a Federal income tax of $20,480.60. 
Prior to 19f)4 it had an acclUnulated net loss from operations of 
$149,038.64 with the result that at the end of 191)7 it had an accumu­
lated net loss of $816,381.13. He recommended that any compally 
with an accumulated net loss from operations from the date of its 
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inception to December 31, 1957, be permitted to carry forward the 
accumulated net loss from operations for a period not to exceed 5 
years commencing with the yea.r 1958, as an offset against taxa"?le 
income as a result of the operatIOn of phases 1 and/or 2 of the bIll. 
As an alternative to this he recommended that any company with a 
total net loss from operations for the 5-year period 1953 through 
1957 be given an opportunity to offset snch total net losses against tax­
able investment income as the result of the operation of phases 1 
and/or 2 of the bill in the same manner as if these losses were carry­
forwards from years in ,vhich the bill was effective. 
56. Mr. Haydon Burns, mayor, Jacksonville, Fla,. (p. 593) 

He requested that the Senate avoid impairing the mnnicipal bond 
market and increasing the cost of municipal financing through the 
indirect repeal of section 103 of the Internal Revenue Code. 
57. Mr. Millard Bartels, chairman, insurance executive committee, the 

Travelers Insurance Co., Hartford, Conn. (p. 604) 
He recommended the bill be corrected to afford reasonable protection 

against capital losses in excess of capital gains. He snggested that 
one way this could be done would be to permit the deduction of capital 
losses from taxable income with limitations to prevent abuses. An­
other way suggested would be to permit the accumulation of a secu­
rities valuation reserve similar to that required by State regulation 
that extended to include mortgages. Such account would be credited 
or charged with all capital gains and losses as they occur. A carry­
back and carryforward period of at least 10 years, he suggests, should 
also be considered. He also suggests that the bill should be modified 
to provide tax relief during periods when there are severe losses from 
operations due to adverse underwriting experience. He indicates 
that the present provisions for carry backs and carryovers are ineffec­
tive because of the limitations with respect to the 10-percent deduction 
for nonparticipating reserves, the limitation with respect to policy­
holders dividends, and the limitation with respect to the deduction for 
2 percent of group insurance premiums. He suggested that this prob­
lem could be remedied by transferring the operations loss deduction 
from phase 2 to make it a direct deduction against taxable income or 
the combined tax base of phase 1, :2, and 3. He further suggested 
that the limitations, where there is an underwriting loss, with respect 
to the 10-percent deduction for increases in nonparticipating reserves, 
the 2-percent deduction for group insurance premiums and the deduc­
tion for policyholder dividends instead of being applied on a year-by­
year basis should be smoothed ont oyer a neriod of at least 10 years. 
58. Mr. Charles H. Connally, Sonthwestern Life Inslll'Hnce Co., Dal-

las, Tex. (p. 5G4) 
He stated that allowing' a dec1nction in full under ~)hase 2 for policy­

holder dividends where there is nn underwriting gam provides a don­
ble allowance for policyholder dividends. He, therefore, concludes 
that the bill understates the nnderwriting gain of companies with 
participating business since it allocates policyholder diyidends in full 
to underwrit ing gains to the extent of any snch gains, whereas they 
should be allocated nt least ill part to the inyestment income for ,yhich 
no deduction is allowable with respect to these policyholder cli,·idends. 
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He recommended that policyholder dividends first be offset against 
any taxable investment income remaining after payment of the 52-
percent tax and that only policyholder dividends in excess of this 
amount be available as deductions in computing phase :2 income. 
5D. American Farm Bureau Federation (p. (10) 

Three recommendations were made for changes in the bill : 
(a) The definition of the "deduction rate" in phase 1 should 

be changed to the 5-year average reserve adjustment method. 
(b) The provisions of the bill should be modified to provide 

more generous treatment with respect to tax-exempt interest. 
(c) The full deduction on qualified pension reserves shonld be 

made effective immediately instead of being delayed lmtil the 
calendar year 1D61. 

60. Mr. Murray ",V. Latimer, Industrial Relations Consultant (p. 
(83) 

To put group annuity plans underwritten by insurance companies 
on a par with pension trusts he would modify the bill to provide: 

(a) An exclusion from taxable income for all investment in­
come and operating and capital gains attributable to pension 
business. 

(b) The immediate availability of the exemption provided by 
the bill rather than waiting 3 years before it becomes fully effec­
tive. 

(c) In the case of other group insurance he suggests that com­
plete exclusion of investment income and underwriting gains is 
probably not necessary. In this case he belieyes it would be suf­
ficient to permit the exclusion from taxable income of the 2 per­
cent of group life and group accident and sickness premiums but 
only to the extent actually set aside as a contingency reserve for 
the benefit of policyholders and all dividends to group life and 
gronp accident and sickness policyholders even though such ex­
clusion in phase :2 brings the taxable income below the amount 
determined under phase 1. 

61. .Mr. T. C . .McCullongh, president of the Dnion National Life In­
surance Co., Baton Rouge, La. (p. (86) 

He indicated that he was representing the views of all the com­
panies domiciled in Lonisiana and that their views are as follows: 
All of the Louisiana companies favor Federal taxation based upon 
investment income alone. If it should be impossible to tax invest­
ment income only, he suggested the following: 

!

a) The 5-year moving interest average, 
b) :More favorable treatment for tax-exempt bonds, 
c) A transition period from the 1942 law to the new act, 
d) Liberalization of the small-business deduction by increas-

ing the percentage to a flat $25,000 deduction, . 
(e) Increase the loss carryback to 15 years, 
(f) In the case of phase 3 he wonld like to have the option of 

having the tax apply as of J annary 1, 1958, inst.ead of January 1, 
1959, at the election of each individual company, 

(g) As an alternate to the deduction of 10 percent of the in­
crease in nonparticipating reserves under phase 2 he would favor 
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a deduction based on 5 percent of preminms from nonpa.rticipat­
ing policies. 

62. Mr. Patrick Healy, .Jr., executive director of the America.n Mu­
nicipal Association (p. 699). 

He states that. the American Munieipal Association first misinter­
preted the tax tre~t.ment of mlUli.cipal bond intere~t. reeeived by life 
lllSllrance compallles under the bIll. As the assocIation now under­
stands the provision, it. believes that the bill in requiring a reduction 
of the poli.cy and other contract liability deduction constitnt~s a de­
nial of a port.ion of the exemption for State anel local government 
bond interest and that. this feature of the bill, in both phases land 
2, should be removed. 

63. Mr. Bernard F. Hillenbrand, executive director, Xational Associ­
ation of County Officials (p.699) 

He opposed the tax t.reat.ment provided for tax-exempt interest in 
t.he bill and supported t.he position taken by Mr. Patrick Healy, .Jr., 
executive director of the American Municipal Association. 
64. Mr. Sta.nford Z. Rothschild, Sr., l)l'esident, Sun Life Insurance 

Co. of America, Baltimore, Md. (p.687) 
The pm'pose of this statement is to show that the bill can be 

amended to give life insurance companies the same exemption for tax­
free interest fiS is accorded other lUYestOl'S without appreciable llet 
loss revenue to the Treasnry. He states that the revenlle loss of $32.5 
million which it has been estimated ',onlel arise from a further 
broadening of the exemption for tax-free interest will not OCCllr (a) 
becanse snch income is not taxable now and therefore prodllces no 
revenne to the Government, and (b) he suggests that if life compa­
nies are allowed the fnl1 exemption accorded other inn'stors their in­
creased activity in the tax-exempt field would push prices up, force 
yields down, and so make it easier fol' the States and their subdivi­
sions to handle their own financing. This, in turn, he indicates, 
would lower the pressure OJ] the Fedeml Government for aid and 
would reduce. the drain on the Treasury. 

65. Mr. Harry 'Y. Colmery, c01111sel, Kansas Life Inslll'ance Execu­
tives' Association (p. 611). 

The following revisions of the bill were recommended: 
(a) The~ small business deduction should be increased from 

5 percent to 25 percent. 
(b) The s11bstitntio1) of the 5-year anragc eal'lled interest 

rate for the combined assmned rate and enl'lled rate uowin the 
bill. 

(c) Full credit for, or exclusion of. tax-free interest should 
be provided for State and municipal bouds. 

(d) The operations loss carryonr should be extended from 
5 years to 15 years. 

(e) A 5-year transition period from tlle lD·B formula to the 
formula provided under the bill should be pro\·ided. 

U) As all alternate to the lO-percent dednctioll for additions 
to nonparticipating reserves a deduction should be aniIable. 
This altel'llate should equal to 5 percent of nonparticipating pre­
miums "here the contracts are for 5 years or more. 
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(g) A deduction should be allowed for secUl'ity valuation re­
serves required by State insurance depaliments. 

(h) Taxpayers should be allowed to transfer tax-free to the 
shareholders surplus acconut (the tax-paid accollnt) 5 percent or 
10 percent annually of the company's surplus accumulated prior 
to .Tanunry 1,19-58. 

(i) A tax credit against taxes attributable to phase 2 for some 
part (probably 25 percent) of State premium taxes paid should 
be allowed. 

(,1) The recoupment of losses incurred before 1958 should be 
provided for by provision for loss carryovers from prior years. 

6G. Mr. H. C. Evnns, president, Universal Life &, Accident Insurance 
Co., Bloomington, Incl. (p. 702) 

He recommended that small companies with capital and surplus not 
in excess of $5 million be exempt from the tax Hnder phase 2 unless 
the capital and surplus of the company exceeds 25 percent of its life 
insurHnce reserves or 60 percent of its net premillllls, whichever is 
greater. 
G7. ~Ir. George ",V. E. Smith, State Security Life Insurance Co., 

Anderson, Ind. (p.703) 
He recommended that small companies wit.h capital and surplus not 

in excess of $5 million be exempt from the tax under phase 2 unless 
the capital alld surplus of the company exceeds 25 percent of its life 
instmmce reser,es 01' 60 percent of the sum of its net premiums, which­
ever is greater. 
G8. ]\fl'. ",V. Bruce, chief insurnnce exnminer, Depnrtment of Insur­

ance, State of California (p. 302) 
He stnted that the term "net gain from operations" to describe 

items 28 and 33 of the ann ual statement for life insurance companies 
was selected to prevent confusion with "net profit" or "net income." 
6D. :\Ir. Chris Adams and Mr .. Eugene 1\1. Thor~, execlltive yice presi-

dent and general counsel of the American Life COIlYentioll and 
vice presielent and general counsel of the Life Insurance As­
sociation of America., respectively 

The following chnnges 'were suggested in the bill: 
(a) It. wns stated that the definition of "deficiency reserws~' now 

-in the bill is incorrect in defining these reselTes in terms of aggregate 
premi nms on life insurance nnd annuity contracts. Instead as indi­
cated in the Honse report, the definition of "deficiency reserves" 
should be in t.erms of the nggregate of reserves on inc1ivic1nnl contracts. 

(b) The hill should permit a company to deduct depreciation, 1'enl 
estate tnxes, and expenses on company-owned space occupied by its 
investment depnrtment ns far as phase 1 of the bill is concel'Ded. 

(c) It. is pointed out that lUHler the bill, losses on bonds, debentures, 
etc., are recognized as capital losses. It is stated that losses Oil mort.­
gnges, however, are considered as bad debts rather than cnpital losses 
and thnt it should be made clear that snch mortgage losses are allow­
able as a deduction. 

(d) In determining the earnings rate under phnse 1, for purposes 
of the deduct.ion rate, it is suggested that real property and stock be 
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valued on its adjusted basis rather than on the basis of its fair market 
valne. 

(e) Four changes are suggested in the definition of pension plan 
reserves. Subparagraph (B) would be amended to include specifi­
cally contracts with employers lmder plans where the employer con­
tdbutions were deductible nnder revenue laws prior to the 1D39 Code. 
Second, contracts entered into with tax-exempt employers would be 
included. Third, the words "or agents" would be added to the pro­
vision covering contracts for employees of life insurance companies. 
Fourth, Canadian plans which fall nnder the provisions of Canadian 
tax law which most nearly approximate sections 401 to 404 of the 
code would be included within the definition. 

(f) In the case of the dednction for interest paid in the case of 
the policy and other contract liability deduction it is suggested that 
an interest deduction should be allowed not only for contracts, but 
also for obligations, with respect to which interest is payable. 

(g) Under the bill in phase 2, gross premiums are reduced by 
"return premiums." It is suggested that it should be made clear in 
either the bill 01' the report that return premiums include premium 
refunds made on cancellation of policies or changes to lower premium 
plans. 

(h) In arriving at net gains from operations under phase 2 it is 
suggested that a deduction be allowed for payments to stockholders 
in retirement of stock under a mutualization plan entered into prior 
to the enactment of the bill. 

(i) The bill provides for the nonrecognition of gain on the sale or 
other disposition of property acquired before December 31, 1958, up 
to the fau' market value of the property on that elate. An exception 
to this provision is made in the case of property having a substituted 
basis "but only if during the holding periods concel'lled the property 
01' properties were held only by life insurance companies." It is sug­
gested that it be mn,de clear that in any event the exception does not 
apply to any property which has been held by the life insurance com­
pany on 01' before December 31, ID58. 'As to property acqnired since 
that date it is snggested that the exception should not apply to prop­
erty which has n, basis determined by reference to the basis of 
property held by the company prior to 1959 (s11ch as property ac­
quired prior to that date in exchange for like property). 

(j) In the case of life insurance reserves compnted on a prelim­
inary term basis "hich are converted to the net level premilUll bn,sis 
under the exact rentlnation method it is suggested that the word 
"morbidity" be added to the word "mortality," so that this method 
of conversion will cover noncancellable 01' guaranteed renewable acci­
dent and health insnrance. 

(k) In the case of the election available to a taxpayer converting 
from a preliminal'Y term basis to a. net level premiums basis to use 
either the exact of approximate revaluation methods, it is suggested 
that t.he provision be amended to permit the taxpayer if it. desires to 
lIse either the exact or the approximate basis for ID58 \\ithout being 
required to adhere to such basis for subsequent years. 

(1) In the case of Canadian life insnrance companies doing business 
in the United States three amendments are suggested. Section 819, 
in general, determines the portion of a distribution to shareholders 
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which is to be allocated against the U.S. business by making the divi­
sion on the basis that the surplns on U.S. business bears to the total 
company smplns. As an alternative to this it was suggested that 
a company be permitted to allocate any distribution to shareholders in 
the ratio that its U.S. total insmance liabilities bears to the company's 
total insurance liabilities. The other two changes relate t.o the 
special rules for certain ll1utualizations. It was suggested that it is 
not intended that a foreign company haye the achantage of reducing 
the U.S. taxable portion of a mutualizatioll payment by the full 
amolll,lt of its paid-in capital and paid-in surplus. The snggestion 
provides that only a proportionate part of paid-in capital and paid-in 
surplus would be a,llowed for this purpose. The next change suggested 
provides specific allocation rules for ll1utnalizations in the case of a 
foreign company. A foreign company will in effect be required to pay 
tax as though the smplus on its U.S. business at December 31, 1958, 
was either the amount held in the United States or the minimnm 
prescribed by a special provision of the bill, whichever is the greater. 
It was suggested that the greater of these two amounts, therefore, be 
used in applying the rules for lllutualizations. 
70. :Monnmental Life Insurailce Company, Baltimore, Md. 

Because of a large taxable income for 1958 which was added to 
snrplus aJld which it was planned to payout ill subsequent years, it 
recommended that phase three be made applicable wlth respect to 
] 958, at least with respect to the shareholders surplns account. 
71. First Nationnl Life Insurance Co. of Phoenix, Ariz. (p. 81) 

This company objects to the nse of the industry average assumed 
rate in arriving at the deductionl'ate under phase 1. 

72. Mr, Laurens Williams (p. 5G5). 
He recommended changes in the bill to : 

(a) Prevent denial of policyholder deductions in opening year 
where they had by enol' been claimed in the prior year. 

(b) Preyent the taxing of capital gains on the disposition of 
property acquired 01' deemed acquired before December 31, 1958, 
where the property had a substituted basis, especially where 
"boot" is involved. 

(0) Preveut the taxation of capital gains realized after 1958 
on pre-1959 sales. 
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Ada ms, Cla ris, execut ive vice presiden t and general counsel, American 
Lifc COlwen t ion ________________________ ____ __________________ _ 

Acree, J ohn T., Jr., president, Lincoln Income Life Insura nce Co., Louis-
ville, K y _____ _________________ _______ _______ ________________ _ 

American Farm Bureau Federation _____ __________________________ _ 
Amerman, G uy H ., vice president and actuary, Continental American 

Life I nR urance Co., \Vilmington, D eL ___ ______ __ _______________ _ 
Ba rtels, :'d illard , cha irma n, insura nce executive commit tee, t he T ravele rs 

Insnrancp Co., Hartford , Conn __ ____ __ ________ ____ __ ___________ _ 
Ba tho, Brnce, vice president an d com p t roller , L ife I nsurancc Co. of 

Georgia, Atlan ta, Ga ___ __________________________ ___ __ ________ _ 
Beers, H enry S., presiden t, Aetna Life I nsurance Co., Hartford Conn __ 
Belk nap, Raymond R ., president, t he Un ited States L ife I nsurance Co, 

in the city of New YorL ____________ ______ ___ ______________ __ _ _ 
Bradshaw, T , A., p res ident, Provident l\ l utual Life Insurance Co. of 

Ph ilad l' lphitL ______________ ___ __________ __ ___________ ________ _ 
Bryan, J oseph l\1. , senior vice president, J effe rson Standard Life I nsur-ance Co ___ _______ _______ __ _____ _________ ____________________ _ 

Butler , H on. J ohn M arshall , U.S. Senator from t he State of l\Iaryland_ 
Cade, Arthur J ., execu tive vice president, Old Republic Life I nsurance 

Co., Ch icago, IlL ____ ______ ___ ________ ___ _______ _________ _____ _ 
Carssow, William Benton, Sr., general counsel, Texas Legal Reserve 

Officia ls Assoc iat ion , Austin, T ex __________ __ ________________ ___ _ 
Colmery, Harry W., counsel, K ansas Lifc Insurance Executives Associa-

t ion _________________________________________________________ _ 
Connall y, Charles n ., Sout h" 'est ern Life Insurance Co., Dallas, T ex __ _ 
Cope land, ./ohn A., president, P rogressive Life I nsumnce Co. , Atlanta, Ga _______ ______________________________ ___________________ __ _ 

C u mmings, Harold J ., p resident, l\l innesota M utual Life Insurance Co., 
St. P au l, l\ linn. ; accompanied by Wal ter J. nupert, vice presidf'nt- __ 

D avis, Deane C., president, National Life Insumnce Co. of Vermont ; 
accomp anied by W. J ames Preble, actuary __ ___ _____ __ ' ___________ _ 

Dudley, Gu ilford , J r., Life & Casualty I nsurance Co. of T ennessee, Nash-
vi lle, TeI1l1 ____ __ __ ______ ________________ ___________ __________ _ 

D unne, ./ mnl'S E., II , president, I nternational Life I nsurance Co., 
Austin , Tex ______ ______________________ ___ ______ _ ---- -- - - -- ---

Easley, K. H ., secretary, Amicable Life I nsurancl' Co ., Waco, TeL ___ _ 
Eddy, ;'\1 anton, vice president and secret ary, Connecticut General Life 

Insurance Co., Bloomfie ld , COIllL _________ __ ______ ______ _______ _ 
E lson, William B. , J r., counsel, Swif t & Co. Employees Benefit Associa­

tion, accompanied by: C. H . Lang, manager; Michael Verderosa, 
membl'f , ad \'isory committee; Joseph Aramowicz, membl'r, advisory 
committee; and J oseph B. i\ Ieegan, secretary, the Back of the Yards 
Social Action Clu b of Ch icago ____ __ ________ ___________ _____ __ __ _ 

Evans, H. C., p resident, Un iversal Life & Accident Insurance Co., 
Bloomington, Ind _________________ - -- - _____ - -- - - - - -- - - - - - - - - ---

Farley, Jar vis, secretary-treasurer and actuar y, l\ Iassachusetts Indem-
nity & Life I nsurance Co., Boston , Mass ________________________ _ 

Grahame, Orvi ll e F., vice p resident and general counsel, Paul Revere 
Life Insurance Co., \Yol'cester, 1'1 ass ___ ______ ______________ - _ - - - -

Guest, Richard C., v ice president, l\1assachllsetts l\l utual Life I nsurance 
Co. , Springfield, ;\·1 ass. ; accompanied by Charles Brierly, second vice 
prcsid ent, Massachusetts l\lutnal Life I nsurance Co _______________ _ 

H a ll , Alber t L., v ice president and general counsel, Berkshire Life Insur-
ance Co" Pittsfield, l\iass __________________ ___ _______________ __ _ 

61 

A-4I 

B- l 6 
B-59 

A- J9 

B- 57 

A- 18 
A-I O 

B- 49 

B- 4 

B- 50 
B-43 

B-54 

A- 37 

B- 65 
B- 58 

A-35 

A- 13 

A-I 

B-2 I 

B-55 
A-35 

A-24 

A-17 

B-39 

B-15 

B- 3I 

A-3 

A-42 



62 TAXATION OF LIFE INSURANCE COMPANIES 

Reference 
to materiar 
in II aboye 

H arris, George S., assistant secretary and investment officer of the Chi-
cago Metropolitan Mutual Assurance Co.; accompanied by Carl Tif-fany, actuary __ ____ __________ ________ ____ ________ _____ ___ __ __ _ 

H ealy, Patrick, Jr., executive director, American Municipal Association_ 
Hill, J ohnson D., Jr., executive vIce president, Atlas Life Insurance Co., 

Tulsa, Okla .; accompanied by C. H. Menge, vice president and ac-tuary ____ __ ____________________ ___ _______ __________________ _ _ 

Hogg, Robert L., vice chairman of the board, the Equitable Life Assur-
ance Society of the United St at es _____ __ ______ ___ ______________ _ _ 

H olloway, Sterling, chairman of the board of Continental Life Insurance Co _____ ___ ________ ______ ______ ____ ________ ________ _____ -- - -- -

Horn, J a mes H., vice president, Southern United Life Insurance Co., Th10ntgomery, Ala _______________ ____ ______ _____ ____ __ _____ ____ _ 
Hughes, Vester T., Jr., representing American Life Insurance Co., Bir-

mingham, Ala ____ __ _______________ ____ ____ __ ___ __ __ __ _____ ___ _ 
Hulbert, Carl A., commissioner of the Department of Insurance, State 

of Utah _____ __________ ,~ _____________ ___ __ __ ________ ____ _____ _ 
Jordan, Frank, counsel, the Sureway Life Insurance Co. of South Caro-

lina, Columbia, S. C ___________ ____ ________________ ____________ _ 
K eesling, Francis V., Jr., first vice president and general counsel, IVest 

Coast Life Insurance Co., San Francisco, CaliL _____ ___ __________ _ 
Kendrick, John A., of the firm of Burton, Heffelfinger, McCarthy & 

Kendrick, Washington, D.C., appearing on behalf of Quaker- City 
Life Insurance Co. of Philadelphia, Pa ___ __________ __ _________ __ _ 

Keith, Hon. Hastings, a Representative in Congress from the State of ThIassachusetts _______________ ____ _______ ____________ ________ _ _ 
Lee, R ay E., vice president, Austin Life Insurance Co., Austin, T ex ___ _ 
Lent, George E., professor of business economics, Dartmouth College, 

H anover, N.H ____________ __ ___ _______________ __ ____ __ _______ _ 
Lindsay, D avid A., assistant to the Secretary of the Treasury, accom­

p:mied by Richard E. Slit or, economist, tax a nalysis staff, Treasury 
D epartment: and R aymond F . Conkling, attorney, Legislation and 
R egulation Division, Chief Counsel's Office, Internal R evenue Serv-ice __________ _________________ _________________________ ______ _ 

Lloyd, John A., president, the Union Central Life Insurance Co. , Con-
cinnati, Ohio; accompanied by Carl D eBuck, executive vice president, 
and W. Lee Shield, vice president _______________________________ _ 

Lucas, Scott YV., 'Vestern National Life Insurance Co. of Texas, Amarillo, 
T ex _______ ___________________ -_----- - -- - ---- - ----- - --- ______ _ 

Lyons, Daniel J., vice president, Guardian Life Insurance Co. of America, 
N ew York, N. Y _________________________________________ - - _ - --

Magovern, John J. , Jr., vice president and counsel, Mutual Benefit Life 
Insurance Co. , Newark, N .J ______________________ _________ - -- --

Thlart in, Paul E. , administrative vice president, the Ohio National Life 
Insurance Co. ; accompanied b y 'Yilliam J. Schmid, general counseL _ 

Matthias, Russell H., general counsel, State Farm Life Insurance Co. of 
Bloomington, Ill.; accompanied by Robert C. Perry, first vice presi-dent __ ___________________________________________ _____ -------

McClatchey, Devereaux F ., general counsel, the National Associa tion of 
Life Companies; accompanied by Mr. D elYitt Rober ts, execut ive 
secretary , t he National Association of Life Companies _____________ _ 

McCreless, S. E. , president, American Hospital & Life Insurance Co. of 
San Antonio, T ex. ; accompanied by Gelle P . Archer, vice president and act uary ________________________________ __ _____________ -------

McCullough , T . C., president, Union National Life Insurance Co _____ _ 
ThIeegan, Joseph, on behalf of Back of the Yards Social Action Club ___ _ 
Moor, R oy E., professor of economics, Williams College, 'Yilliamst own , ThIass _________________________________________________ --------
Myers, Clarence J. , presiden t, ~ew York Life Insurance Co __________ _ 
N ewton, 'V. L., executivc vice president, K entucky Central Life & Acci-

dent Insurance Co., Anchorage, Ky _____________________________ _ 
Painter, YV. H., exec utive vice president, United Fidelity Life Insurance 

Co. , Dallas , T ex ____________________________________ ----- --- - --
Poindext er, C. H ., presiden t, Coastal States Life Insurance Co _______ _ 
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Poorman, William F., president, Central Life Assurance Co. of D es 
Moines, Iowa _______________ 0 _________________________________ _ 

Ray, Forrest G., on behalf of the National Association of Life Companies, 
Inc., and two of its Louisiana members ______ ______ ______ ____ ___ _ _ 

Reese, Melvin C., Jr., president, Association of Arizona Insurance Com-panies ___ ____ ___________ _____ ________________________________ _ 

Rietz, H. Lewis, executive vice president, Great Southern Life Insurance 
Co., Houston, TeL _____________ ______ ________________________ _ 

Rood, Henry F., senior vice president, the Lincoln National Life Insur-ance Co __ __ __________________ _____ __________________________ _ 

Rothschild, Stanford Z., Sr., president, Sun Life Insurance Co. of 
America, Baltimore, Md _______ _ c ________ __________ ___ _____ _ ___ _ 

Samford, Frank P., president, Liberty National Life Insurance Co., 
Birmingham, Ala ___________ ____________ __________________ ___ _ _ 

Savage, Leonard II., president, Standard Life & Accident Insurance Co. 
of Oklahoma City, Okla __________________________________ _____ _ 

Schmuck, Edward J., vice president and general counsel, Acacia Mutual 
Life Insurance Co.; accompanied by Lloyd K. Crippen, vice president 
and actuary; and William Simpson, second vice president and associate 
actuary, Acacia Mutual Life Insurance Co ____ __ _____ _______ __ ___ _ 

Sellers, Richard M., executive vice president, Commonwealth Life Insur-
ance Co., Louisville, Ky ___________________ ____ ________________ _ 

Shanks, Carrol ]\1., president, Prudential Insurance Co. of America; ac­
compani~d by William Chod.orco!!, vice president and comptroller; 
and LoUIS R. Menagh, executIve vIce presldent ________ ___________ _ 

Siegfried, Charles A., second vice president, Metropolitan Life Insurance Co ___ ________________________ __ _____ __ __ ____ ________________ _ 

Slater, Robert E., vice president, John H ancock Mutual Life Insurance 
Co., Boston, Mass.; accompanied by B. Franklin Blair, actuary, 
Provident ]\lutuaL ___________________ - - _ - -- - -_ - ______________ _ 

Stuart, R . '1'., Jr., president, Mid-Continent Life Insurance Co., Okla-
homa City, Okla ______________ _______ _________ ___ ______ ______ _ 

Swift, James P ., vice president and general counsel, Southwestern Life 
Insurance Co.; accompanied by Charles H. Connolly, associate actuary _____ ___ _______________________________________ - _____ _ 

Taylor, Charles A., president, the Life Insurance Co. of Virginia, Rich-mond, Va ______________ _____________ __ ____ _________ ___ _______ _ 

Tobin, Austin J., chairman of the Conference on State Defense and 
Executive Director of the Port of New York Authority ____________ _ 

Vaughn, Jack C., president, Spartan Naiional Life Insurance Co., Dallas, Tex __ ______ _________ _____ ___ ______ __ ____ ______ ________ - ------

Verlander, 'V. A., executive vice president and treasurer, American Heri-
tage Life Insurance Co., Jacksonville, Ala ______________ _______ __ _ 

Walker, Maceo, appearing for the National Insurance Association; ac-
companied by N. H. Bennett and J esse Hill, JL ___________________ _ 

Warters, D. N., president, Bankers Life Co., D es Moines, Iowa; ac-
companied by William Rae, actuary ___ ___ _ - __ --- ____ _ - ____ ____ __ _ 

Williams, Laurens ___ - - - - - -- - - -- -- - - - - -- - -- -- - - --- - - -- - - --- - - - ---
Wilson, W. W., Jr., president, Colorado Life Convention, and president, 

United States American Life Insurance Coo, D enver, Colo __ ____ __ __ _ _ 
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Adams, Claris, executive vice president and general counsel, American 
Life COllvention, to chairman __ ____ ________________ __ _____ B-IO and B-69 

Anderson, Hon. Robert B., Secretary of the Treasury, to chairman, 
House Ways and °Means Committee ________ __ - __________________ _ 

Bartels, Millard, chairman, Insurance Executive Committee, the 
Travelers Insurance Co., Hartford, Conn., to chairman, and en-
closure __________ --------------------------------------------_ 

Boardman, W. K., Ketchikan, Alaska, to Hon . E. L. Bartlett __________ _ 
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Boone, W. I. , Kansas Farm Life, Kansas Bureau, Insurance Co., to Hon. Frank Carlsol1 ______ __________ ______ ______ ______ ___________ ___ _ 

Bruce, \V., chief insurance examiner, Department of Insurance, State of 
California, San Francisco, Calif., to F. V. Keesling, Jr., first vice presi-
dent and general connsel, 'Vest Coast Life Insurance Co., San Fran-
cisco, CaliL _________ _____ __ ____ ____ ___ __________ ____ __ _______ _ 

Brugger, George, special r epresentative, member of board of directors of 
D enver Associa tion of Life Underwriters, to Hon. Gordon Allott- __ __ _ 

Burns, Hon. Hayden, mayor, Jacksonville, Fla., to chairman _____ ____ _ _ 
Cadwallader, A. H., Jr., San Antonio, Tex., to chairman ____ _____ _____ _ 
Carssow, \ViIliam B., general connsel, Texas Legal Reserve Officials 

Association, Austin, T ex., to chairmalL _______ __ ________ __ ______ _ _ 
Church, Hon. Frank, to chairman, and encIosure __ __ __ ___ ____ _____ _ _ 
Clark, Joseph F., executive director, Mnnicipal Finance Officers Associa-

tion of the United States and Canada, Chicago, III., to committee __ _ 
Clarke, J. Richard, manager, the Mutual Life Insurance Co. of New 

York, Boise, Idaho, to Hon. Frank Church ______ __ __ _______ ____ __ _ 
Crichton, Robert A., president, Variable Annuity Life Insurance Co. of 

America, Washington, D.C., to chairman ___ ________ _________ ____ _ 
Cromartie, William A., attorney for Swift & Co. Employes Benefit Asso-

ciation, Chicago, III., to Hon. Clinton P. Anderson ____ ______ ___ __ _ _ 
Dudley , IVilliam 1\1., field underwriter, Home Life Insurance Co. of New 

Y or k, to chairman ____ ______ _____________ __ ______ _________ ____ _ 
Eddy, Manton, vice president and secretary, Connecticut General Life 

Insurance Co., Bloomfield, Conn., to Hon. Robert S. K erL __ ______ _ 
Evans, Guy L., field underwriter, the Mntual ·Life Insurance Co. of New 

York, Pueblo, Colo., to Hon. Gordon AllotL ______ ____ ___ ____ ____ _ 
Falk, Stanley, the :\Iutual Life Insurance Co. of ~ew York, to Hon. 

J. William Fulbright __ _____ ___ ___ ______ _____ ___ ______ ___ _____ _ _ 
First National Life Insurance Co. of Phoenix, Ariz., to Hon. Clinton P. Anderson ___ __ __ ____ ___ __________ ______ _______ ____ _____ ___ __ _ _ 

Gardner, \Villiam R ., John Hancock Mutual Life Insurance Co., Boston, 
1\lass., to chairman ___ ____________ _______ ___ ___ _______________ _ 

Henne, Edwin W., president, Farmers & Traders Life Insurance Co., 
Syracuse, N.Y., to chairman ___ ______ ___ ____ ___ ___ __ ___ ______ __ _ 

Hill, Johnson D., Jr., executive vice president, Atlas Life Insurance Co., 
to Hon. Robert S. K erL ________ _________ ________ ______ ________ _ 

Hillenbrand, Bernard F., execntive director, National Association of 
County Officials, Washington, D.C., to chairman __ _________ ____ _ · __ 

Holm, W. K. R., Jr., general agent, the Holm Agency, Providence, R.I., 
to Hon. John O. Pastore ____ _____ ______ _______ __ _______________ _ 

J ensen, Berne K., Boise, Idaho, to Hon. Frank Church _______ _______ _ 
Keller, Paul E ., president, Benefit Association of Railway Employees, 

Chicago, III., to chairmall ______ _____ ____ __________ ___ _____ __ ___ _ 
K err, Hon. Robert S., to l\Jantoll Eddy, vice president and secretary , 

Connecticut General Life Insurance Co., Bloomfield, Conn ___ __ ____ _ 
Koehler, A. W,, ·secretary-manager, National Association of l\Jotor Bus 

Operators, Washington, D.C .. , to chairmUlL __ __ _____ ___ ___ ___ ___ _ _ 
La timer, 1\Iurray IY., Washington, D.C., to chairman ___________ __ __ _ 
Lyoll, William A., president, Kational Association of :\Iu tual Savings 

Banks, New York, N .Y., to chairman _____ __ __ ___ ___ ___ ___ _____ _ _ 
1\Jitnick, Carl T. , president, National Association 'of Home Builders, 

Washington, D.C., to chairmaIL __ __ __ __ ___ _________ __ ____ ___ __ _ 
Neel , Samuel E., general counsel, l\Iortgage Bankers Association of 

America, to chairmun _________ _____ _______ _______ ______ __ _____ _ 
Nevill!', James L., president, Salt Lake Associa tion of Life Underwrit!'rs , 

Salt Lake City, Utah, to Hon. Frank E. 1\Ioss ___ _________________ _ 
Rawlings, Frank H ., vice presiden t-general counsel, Century Life Insur-

ance Co. , Fort IYorth , T ex., to chairman __ ____________ ___ ___ ____ _ 
R eeves, Lawrence C., manager, Home Life Insurance Co. of New York, 

Richmond, Va. , to 'chairn}llIl ____ __ __ __ ___ ___ ___ ___ __ _________ __ _ 
Richardson, George E. , president, th e H.B.A. Life Insurance Co., 

Phoenix , Ariz., to Hon. Carl Hayden ___ ____ ____ ____ ___ _____ ___ __ _ 
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Rood, Henry F., senior vice president, the Lincoln National Life Insur-
ance Co., Fork\Vayne, Ind., to,chairman, and enclosure _____ __ ____ _ 

Satterthwaite, Willis H., vice president and general counsel, the Penn 
:\Iutual Life Insurance Co., Philadelphia, Pa., to Hon. Joseph S. Clark ______ ______________ _______ ____ ____ ____ _____ _________ __ _ 

Schmidt, Carl J., vice president and general manager, Arizona \Vater Co., 
Phoenix, Ariz., to Hon . Carl Hayden _______ _____ ________ ________ _ 

Smith, George W. E., secretary-treasure;:; State Security Life Insurance 
Co., Anderson, Ind., to Hon. Homer lJapehark __ ___ ___ ______ ___ _ _ 

Sn,eed, Robert C., Austin, Tex., to chairman ___ ______ ____ __________ _ 
Stemmermann, Theodore A., vice president and actuary, Home Life 

Insurance Co., New lork, N.Y., to chairman _______ __ ___________ _ 
Swift, James P., general counsel, Southwestern Life Insurance Co., 

Dallas, Tex., to committee ____________ ______ ___ __ ___ ____ _______ _ 
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B-67 
B-Jl 

B-17 

A-34 
Thore, Eugene M., vice president and general counsel, Life Insurance 

Association of America, to chairman __ _______ __ ____ ____ __ ___ B-IO & B-69 
Wainscott, G. E., president, l\Iidland Empire Life Insurance Co., Atchi-

son, Kans., to chairman _______ ___ __________ _______ _____ __ _____ _ 
Walker, J. Wythe, president, Union Life Insurance Co., Little Rock, 

Ark., to Hon. J. William Fulbrighk __ _____ _______________ ______ _ 
\Varren, Rupert, vice president, Trico Products Corp., Buffalo, N.Y., to chairman _______ __ __ _______ ____ _____ ____ ___ _____ ___ ___ _______ _ 
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B-7 
Whiteside, C. B., vice president, the Merchants National Bank, Fort 

Smith, Ark., to Hon. J. William Fulbrighk ___ __ _____ ____________ _ 
Wunderlich, Alvin, Jr., president, National Burial Insurance Co., :\Iem-

phis, Tenn., to chairman ___ ______________ __ ____ _____ __ ______ __ _ 
Zalinski, Edmund L., executive vice president, Life Insurance Co. of 

North Carolina, Philadelphia, Pa., to chairman _____ _______ __ _____ _ 
Zimmerman, Charles J., president, the Connecticut Mutual Life Insur-

ance Co., Hartford, Conn., to Hon. Thomas J. Dodd ____ ____ _____ _ _ 
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