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“THE ELECTION: WHAT'S GOOD
FOR HOUSING?”

Mr. DOUGLAS. - Mr. President, I ask
unanimous consent that there be printed
in the REcorp an editorial published in
the October issue of House & Home, which
subscribers are recelving today. House
& Home is a business publication wit
well over 100,000 subscribers—builder
architects, lenders, and so forth—wlo
“make up the giant housing industry/ It
is by all odds the most important
cation In its field. Until Augu
vear, it was published by Time, I

dent

glad this magazine iy’ endorsing Lyndon
Johnson for election to the Presidency.

There being no ghjection, the editorial
was ordered to beprinted in the Recorp,
as follows: .
THE ELECTION: WHAT'S Goop FOR HOUSING?

(By Hichard W, O’Neill)

In its propgsals to both Republican and
Democratic latform committees, NAHB
he Government-industry part-
1d try to achieve a decent home
House & Home agrees.

ing fegislation. And in both there are many
and factions who understand both the
need for housing and the ability of our in-
dustry to provide it.

Sanitized

Excegt/ In the war yesrs, housing has pros-
pered Mnder every administration since 1934.
In the past 8% years 5.8 milllon new housing
unité have been built, and we are now bhulld-
ing’at an annusal rate of almost 1.6 million
upilts. There is every reason to belleve that
present patterns of Federal housing legis-
ation are continued, we could reach a yearly,
rate of 2 milllon units by 1968.
measure that is good business.
good business, the housing industry

the office of the Presidency mlight change
ATER’S attitude toward housing as it
chenged the attitudes of other Chief
Executives.

The question 18 will the Senator change his
iews enough to cope with the huge problems
In urban growth—and hence housing—that
lie Just ahead? The United States Is under-
going a process of urbanization that will, in
& few years, have 8 out of 10 Ameficans living
in and around our cities. Before 1999 we
will rebulld almost all of our-urban centers,
The forces behind intensified urbanization—
migrating populations, indystrial growth, and

month. President Johnson’s recor
philosophy—Ii8 writien into the 1964
Act for all to see. His opponent is
known quantity.

Lacking any assurances from Sen
WATER, we can only judge him o
record,

Since 1964 GoLDWATER has

The

providing monetary
private industry ne

d legislative tools that
s to handle new housing

problems and responsibilitfes, since he has so
rarely discussed them—ejther on the Senate
floor or In public speecles. But If the Re-
publican platform is ang eriterion, his under-
standing 1s sketchy gnd confused. Items:

The platform blamies the Democrats for
urban renewal progfams that “created new
slums by forcing thie poor from their homes
to make room for/luxury apartments.” The
fact iz urban refiewal has not created new
slums. What's phore, both major parties have
supported rengwal ever since its inception
in the 1949 using Act—and as recently as
last month in'the 1064 Housing Act.

The platfgrm accuses the Johnson admin-
Istration falling to attract more private
capital tgr housing. But more than 95 per-
1 capital in housing is already pri-
1tal. So attracting more can hardly

of both candidates 1s clear.
uld curtail Federal involvement
There is no question where
ands. His approach to housing
problems is one that should be

us o create new concepts of cooperation—
& freative federalism—between the National
pital and the leaders of local communities,

The PRESIDING OFFICER. Is there

further morning business? If not, morn-
ing business is closed.

CORRECTION OF CERTAIN ERRORS
IN THE TARIFF SCHEDULES OF
THE UNITED STATES
Mr. MANSFIELD. Mr. President, I

ask unanimous consent that the unfin-

ished business be lald before the Senate.

In light of the Republican platform and in
light of GoLbwATER’S voting record, the hous-
industry has & right to demand s clear
atement of the role his administration
would play in houslng—what laws he would
enact and what laws he would repeal. True,

- Approved For Release :-CIA-RDP75-00001R000400230025-2
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The PRESIDING OFFICER. With-
out objection, the Chair lays before the
Senate the unfinished business, which is
H.R. 12253.

The Senate resumed the consideration
of the bill (H.R. 12253) to correct cer-
tain errors in the tariff schedules of the
United States.

The PRESIDING OFFICER. The bill
is open to further amendment.

Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roil.

The legislative clerk proceeded to call
the roll.

Mr. LONG of Louisiana. Mr. Presi-
dent, I ask unanimous consent that the
order for the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, It is so ordered.

FRANK B. ROWLETT

Mr. LONG of Louisiana, Mr. Presi-
dent, I ask unanimous consent that the
pending business be temporarily laid
aside, and that the Senate proceed to
consider Calendar No. 1494, H.R. 7348.

The PRESIDING OFFICER. With-
out objection, it is so ordered; and the
bill will be stated by title for the infor-
mation of the Senate.

The LeGISLATIVE CLERK. A bill (H.R.
7348) for the relief of Frank B. Rowlett.

Mr. LONG of Louisiana. Mr. Presi-
dent, I call up my amendment at the
desk and ask to have it stated.

The PRESIDING OFFICER. The
amendment will be stated.

The LEGISLATIVE CLERK. On page 1,
it is proposed to strike out line 6 and
insert the following: “which sum shall
be considered a payment in considera-
tion of a transfer by Frank B. Rowlett
of property consisting of all substantial
rights to a patent within the meaning
of section 1235 of the Internal Revenue
Code of 1954, in full settlement.”

Mr. LONG of Louisiana. Mr. Presi-
dent, this amendment is offered to meet
Treasury Department objection to the
bill. It is my opinion that the bill is
meritorious and should be passed. How-
ever, the Treasury Department objects
to the tax prineiple involved in one pro-
vision, and it may be compelled to ad-
vocate a veto of the bill because of this
tax prineciple involved, although the bill
in other respects is meritorious.

I move adoption of the amendment, in
order to meet the Treasury Department’s
objection, and I trust that the bill will be
enacted into law.

Mr. DIRKSEN. Mr. President, this is
a bill which provides for an award to
Mr. Frank B. Rowlett of $100,000 for the
contributions he has made in the field
of erypto-analysis and eryptography. He
was associated with a Mr. William F.
Friedman in this work, which goes back
many years. About 8 years ago Mr.
Friedman was awarded a like sum. The
Defense Department felt that Mr. Row-
lett was fully entitled to this amount for
the contributions he has made and the
inventions which he has sponsored in the
field of cryptography. Mr. Rowlett 1s
still in Government service with a rating
of GS-18.

Sanitized - ARIQURE IR REICREECKIA-RPRZ§:00001R000409230025-2 5

techniques, and devices which established
the practicality of applying computerlike de-
vices to the general fleld of cryptography.
During this same period he also conceived
the basic principles underlying the inven-
tions cited in the proposed bill, and jointly
with Mr. Willlam F. Friedman invented
make this amount sublect to & capital methods for the practical application of
gains tax; although, I must say that it these principles. In 1935 he was listed in
runs a little against the grain. If the official memorandums as prineipal assistant
man has done outstanding work and the to Mr. Friedman, chief cryptanalyst for the
Government itself wants to reward him Office .of the Chief Signal Officer since 1921.

d gi hi 4 for K 1 The following year, 1936, he was promoted
and give nim an award for work we to assistant cryptanalyst, P-2, Just prior to
done, let us glve it to him, and not try world War II he was responsible for the spe-
to let the heavy hand of the Treasury cific direction and coordination of U.S. Army
reach out and pull away $25,000 of the activities which culminated in the success-
$100,000. That sounds too much like g;jgrref;;%gr&fn @ Japanese cipher machine of

5 : . en was furloug
11123?[11‘; %cvxi‘gsgs ttcl)xemlfbarcli w%‘lflll;(imraélggf for military duty on February 16, 1942, Mr.
ernment does that, one . must sssume Rowlett had advanced to the position of sen-
that somehow the heart is not quite in

lor cryptanalyst, P-5. Commissloned as a
. . second lieutenant in the Signal Corps, U.S.
it. As recited in “The Vision of Sir

Launfal”:

Army, he was assigned the MOS of crypt-
For the gift without the giver is bare.

anglytic officer. During his military service,

he was awarded the Legion of Merit (United

States) and the Order of the British Empire

I belleve that in this case the Govern- (British). He was separated from the serv-

ment, as the giver, is just a little bare lce as a colonel. On May 2, 1046, Mr. Rowlett
when it comes to fully expressing its ap-
preciation. But if this measure is In
danger of a veto, or If it is in danger of

This question was considered at length
by the Judiciary Committee of the Sen-
ate, but one objection was raised with
respect to the tax feature.

I join in the amendment of the dis-
tinguished Senator from Louisiana to

returned to his civillan employment with the
Office of the Chief Signal Officer as a research
;axx)mlyst {cryptanalytic), P-B. He continued
serve with this agency until September
opposition by the Treasury—I learned 30, 1949, when he transfeyrred to thre: newly
long ago that three-fourths of a loaf is created Armed Forces Security Agency (the
much better than no bread at all—I shall Dpredecessor of the National Security Agency)
concur in 1t under eircumstances in which :&‘ioisso“;‘::ﬁgngey o%"%:g;}:;;ye%ni%%g 1:]’1“
1 i f . y , he
e o mi oSS Tgond R potion i NS s accoped
. . - . an appointmen: e ntral Intelli-
dent, the Senator was much more gen- gence Agency., During his employment with
erous in compromising last night. CIA, he served a8 s senior staff officer in
He had the votes to defeat the amend- -grades GS-16 and GS-17 and was awarded
ment last night. I believe he is making” the Distinguished Intelligence Medal. On
8, very filne compromise. He feels that July 12, 1958, he returned to the National
without the amendment, the bill would Security Agency as Speclal Assistant to the
be vetoed, and there would be no bill, Director, GS-18, a position he still holds.
T believe he is making an exceedingly inputions to the sclence of cryptograph:
good compromise. I believe it would be and tn April 1960 recelved the Nyalzlozgmlpsg-
8 fine thing to pass the bill in this form, curity Agency Exceptional Oivillan Service
in view of the fact that the Treasury is Award.
very much concerned about the prinei- “Patent applications for the two Inven-
ples involved because of the tax features, tlons clted in the proposed bill were filed by
Mr. DIRKSEN. Mr. President, I ask the Army in 1936 (serlal No. 70,412) and
unanimous consent that the statement of %g%gdéf::ainlgoi\;ﬁg 20), respectively. Mr.
: . Rowlett, then principal
the committee, beginning on the first assistant to Mr. Friedman, were listed as co-
page of the report, be printed at this inventors in both applications. It is these
point in the RECORD In its enfirety. It two inventions that have resulted in the
is in some detail. high degree of security capablility for U.S.
There being no objection, the state- communications beginning before World
ment was ordered to be printed in the War II and contlnuing to the present. A
RECORD, as follows: memorandum written to the Signal Corps
’ Patent Office by Mr. Frledman and Mr. Row-
STATEMENT lett on August 31, 1935, credits Mr. Rowlett
The facts surrounding this legislation are with contributing the fuhdamental prin-
set forth in House Report 1689 on H.R. 7348, ciple and three of the five subsidiary prin-
as follows:
“In its report to the committee on the bill,
the Department of Defense stated that Is

two of the five subsidiary principles. With
respect to the first invention, it appears that

had examined the merits of the cese and Mr. Rowlett’s contribution was the greater. _

strongly recommended that Mr. Rowlett be A Navy document entitled ‘The Contribu-
granted relief. The Department further tlon of the Signal Corps,’ dated November
stated that Mr. Rowlett has had a long and 2, 1943, and prepared by Capt. L. S. Stafford,
distinguished career in the field of cryptol- U.S. Navy, states in part:

ogy. According to its records, he conceived ‘“ ‘Rowlett 1s entitled to full credit for his
fundamental principles which essured the discovery of the principle * * * and Fried-
high security capability of major cryptogra- man and Rowlett jointly are entitled to full
phic systems and equipment used so success- credit for their joint invention of methods
fully by the United States during World War of ‘applylng and reducing his principle to
II. These are still in use and held in a clag- practical form.' (Nore—Classifled portions
sified status, and have slgnificant commercial deleted.)

potential value which is probably greatly in “The respective contributions of the two
excess of the payment proposed by the bill. men to the second Invention are not official~
-~ “Mr. Rowlett began his Government serv- ly recorded. Since Mr. Rowlett and Mr.
ice on April 1, 1930, as a junior cryptanalyst, Friedman were joint inventors in both in-
P-1, in the Office of the Chief Signal Officer, ventions, however, they have equal rights in
Signal Corps, U.8. Army. Between 1930 and these Inventions and their losses due to the
1935 Mr. Rowlett, still a junior cryptansalyst, Imposition of secrecy by the Government
ploneered in the development of concepts, would be the same.

Sanitized - Approved For Release : CIA-RDP75-00001R000400230025-2

He has continued to make significant con- -

ciples and Mr, Friedman with contributing °
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“In the early 1950's several private bills
were Introduced in behalf of Mr. Friedman,
each proposing an award to compensate him
for his loss of commercial rights to crypto-
loglc -inventions covered by applications for
patents held in secrecy by the Government.
In 1956 one of these bills was enacted and
became Private Law 625, 84th Congress. Al-
though two of the inventions for which Mr.
Friedman recelved his award are the same
inventions upon which the present bill is
founded, Mr. Rowlett did not become a party
of any of the private bills which sought to
compensate Mr. Friedman. In the memo-
randum he prepared on September 20, 1962,
when he formally sought the Department's
permission to seek legislative relief, Mr. Row-
lett explained in paragraph 3:

“‘I was asked by Mr. Friedman sometime
Prior to 1952 to join him In presenting his
<ase to Congress. I declined, pointing out to
Tim that I thought the Government should
take the initlative In recognizing our con-
tributions if they were worthy of monetary
Bward. While I still feel the Government
should take the initiative, enough time has
elapsed. since Friedman received his award
Ko cause me to conclude it is most unlike-~
LIy that my contributions will be recognized
unless I take positive steps to bring their
merits to the attention of the Congress.’

“The records of the Department of De-
Tense disclose that, in his appeal for relief,
Mr. Friedman stressed the importance of the
Swao inventions of which he was coinventor
with Mr. Rowlett over the flve additional in-
Zentions to which he held sole patent rights,
and that he associated his loss mainly to his
-hability to exploit these two inventions. Of
=he seven Inventions he stressed the Im-
dortance of the 1936 invention (patent ap-
Dlication serial No. 70,412) above all oth-
=rs and placed the 1942 iInvention (patent
epplication sertal No. 443,320) next in impor-
-ance. He then developed detailed evidence
which convinced the Department and the
Jongress that, if he had been able to exploit
-hese two Inventions domestically and
-mong allled foreign governments, he would
1ave obtalned amounts of money far in ex-
ess of the sum of money he sought from
Zongress.

“In its report to the committee on the bill,
he Department of Defense stated that the
Jepartment’s views today are properly re-
-ected by the following extract from a letter
-ated July 6, 1953, which the Honorable
Zobert T. Stevens, Secretary of the Army,
=nt to the Honorable Chauncey W, Reed,
hen chairman of the House Committee on
he Judiciary, with respect to H.R, 1152, 83d

ongress, a bill for the rellef of Willlam F,
“riedman:

“‘When the fruilt of an Inventor’s labor
as been of substantial benefit to his govern-
rent and his right to seek reward for his
Horts 1s impaired for so great a perlod of
-me for security reasons, it is equitable that
= be compensated for his loss. This view 1s
1 accord with the policy of the Department
I encouraging technological advancement,
© deny an inventor the right to seek galn
“om his Inventions merely because they are
-tal to our natlonal defense and the securlty
= the Government, while permttting such
arsuit by inventors in other flelds where
=curity interests are not paramount, would
2 discriminatory and would discourage ad-
wncement in matters vital to our national
=fense.’

“In recommending favorable consideration

the bill while opposing the tax exemption

-ovision, the Department of Defense stated:

“‘The Department of Defense considers
-at, In view of the available evidence, Mr.
Swiett 1s equitably entitled to compensation
pual to that of Mr. Friedman., Accordingly,
xe Department favors the grant of an award

$100,000 to Mr, Rowlett in full settlement

r his rights in the inventions which are
Eerred to in H.R. 7348. The Department

Sanitized - Approved For Release : CIA-RDP75-00001R000400230025-2

opposes, however, the provision in HR, 7348
which would exempt the award to Mr. Row-
lett from taxation for the réasons expressed
in the enclosed copy of a letter of February

17, 1964, from the Assistant Secretary of the

Treasury to the Director of the Bureau of

the Budget.’ -

““The Treasury Department in a letter
which accompanied the Defense Department
report took the view that this payment 1s
‘compensatory in nature’ and that this fact
supports subjecting it to taxation, The com-
mittee has considered the srguments ad-
vanced by the Treasury Department, but 18 of
the opinion that the tax exemption feature
should be retained in the bill. The payment
in this instance could be sald to be based
upon the years of service and outstanding
contributions of Mr, Rowlett, as well ag upon
a moral obligation on the part of the United
States to pay equitable compensation for in-
ventions subject to security restrictions, In
this sense, 1t can be stated that the award is
for meritorious service. In this connection,
the committee feels that 1t 18 relevant to
note that the income tax law itself contains
an exemption for amounts recetved as prizes
and awards made primarily in recognition of
sclentific achievement (26 U.S.C. T4(b)).
The exemptlon of sectlon 74(b) 1s made
subject to the conditions that the reciplent
was selected without any action on his part
to enter a contest or proceeding and is not
required to render future services as a con-
dition to receiving a reward. Also, it should
be noted that Private Law 87-578 providing
for an award to the estate of an inventor was
amended on August 15, 1863, to extend tax
exemption to the award authorized by the
private law, In view of this precedent and
in view of the particular circumstances of
this case, it is recommendeq that the tax
exemption be retained and that the bill be
considered favorably,

“The committee s advised that an attorney
has rendered services in connection with
this matter. The bill, therefore, carries the
usual 10-percent Hmitation upon attorney's
fees.”

The committee has received a supplemen-
tal report from the Treasury Department,
which is hereto attached. After considera-
tion of the report the committee believes that
circumstances warrant the game trestment
a8 was gilven in Private Law 87-578, as
amended by Private Law 88-32, in regard to
the tax exemption.

After a review of the foregoing, the com-
mittee concurs in the action of the House of
Representatives and recommends that the
bill, H.R. 7348, be considered favorably.

Attached hereto and made a part hereof
are reports submitted by the Department of
Commerce, the Department of Defense, and
the Treasury Department on H.R, 7348.

GENERAL COUNSEL,
OF THE DEPARTMENT OF COMMERCE,
Washington, D.C. September 17, 1963.

Hon. EMANUEL CELLER,

Chairman, Commitice on the Judiciary,
House of Representatives, Washington,
b.C.

DEAr MR. CHAIRMAN: This letter Is in reply
to your request for the views of the Depart-
ment of Commerce with respect to H.R. 1348,
a bill for the relief of Frank B. Rowlett,

You are advised that while the language
of H.R. 7348 undertakes to identify certain
patent applications involved and although
the administration of the patent law relat-
ing to issuance of patents is g responsibility
of the Department of Commerce, the merits
of the issue presented by the bill—whether a
payment, as compensation for services ren-
dered to the Government, in the proposed
amount or otherwise, is appropriate—is a
matter concerning which this Department
I8 not informed. We defer in this matter to
the agencies which may have been benefited
from the activities of Mr. Rowlett.

Sanitiz&®ONAppsemMdAT or Redease-sEwRDP75-00001R000400230325-2

The Bureay of the Budget advised there
would be no objection to the submission of
this report from the standpoint of the admin-
istration's program.

Sincerely,
ROBERT E. GILES.

GENERAL COUNSEL
OF THE DEPARTMENT OF DEFENSE,
Washington, D.C., March 19, 1964.
Hon. EMANUEL CELLER,
Chatrman, Committee on the Judictary,
House of Representatives, Washingion, D.C.

DEAR MR. CHAIRMAN: You have requested
the views of the Department of Defense on
H.R. 7348, 88th Congress, a bill for the relief
of Frank B. Rowlett, who is Presently em-
ployed by the National Security Agenecy.
The specific purpose of the bill is to author-
1ze & lump-sum payment to Mr. Rowlett as
equitable compensation for his loss of oppor-
tunity to realize benefit from his commercial
rights to cryptologic inventions which the
Government uses and holds in classified
status.

The Department has examined the merits
of the case and strongly recommends that
Mr. Rowlett be granted relief. Mr, Rowlett
has had a long and distinguished career in
the fleld of cryptology. According to our
records, he concelved fundamental principles
which assured the high security capability of
mejor eryptographic systems and equipment
used so successfully by the United States
during World War II. These are still in use
and held in a classified status, and have sig-
nificant commercial potentlal value which is
probably greatly In excess of the payment
Proposed by the bill.

Mr. Rowlett began his Government service
on April 1, 1930, as a Junior eryptanalyst,

—1, in the Office of the Chief Signal Officer,
Signal Corps, U.8. Army. Between 1930 and
1936 Mr, Rowlett, still s Junlor cryptenalyst,
bloneered in the development of concepts,
techniques, and devices which established
the practicality or applying computerlike
devices to the general field of cryptography.
During this same pertod he also conceived
the basic principles underlying the inven-
tions cited in the proposed bill, and jointly
with Mr. Willlam F. Frledman invented
methods for the practical epplication of
these principles. In 1935 he was listed in
official memorandums as principal assistant
to Mr. Friedman, chief cryptanalyst for the
Office of the Chief Signal Officer since 1921.
The following year, 1936, he was promoted to
assistant cryptanalyst, P-2. Just prior to
World War II he was responsible for the
specific direction and coordination of U.8.
Army activities which culminated in the suc~
cessful breaking of a Japanese cipher ma-
chine of major importance. When he was
furloughed for military duty on February 186,
1942, Mr, Rowlett had advanced to the posi-
tion of senior cryptanalyst, P-5. Commis-~
sloned as a second leutenant in the Signal
Corps, U.8. Army, he was assigned the MOS
of crytanelytic officer. During his military
gervice he was awarded the Leglon of Merit
(United States) and the Order of the British
Empire (Britlsh). He was separated from
the service as  colonel. On May 2, 1946, Mr,
Rowlett returned to his civilian employment
with the Office of the Chlef Signal Officer as a
research analyst (cryptanalytic), P-8. He
continued to serve with this agency umntil
September 30, 1949, when he transferred to
the newly created Armed Forces Security
Agency (the predecessor of the National
Securlty Agency) and assumed a key posi-
tlon, Technical Director, Operations. On
February 15, 1952, he resigned his position
with NSA and sccepted an appointment with
the Central Intelligence Agency. During his
employment with CIA he served as a senior
stafl officer in grades G8-16 and GS-17 and
was awarded the Distinguished Intelligence
Medal. On July 12, 1968, he returned to the
National Security Agency as Special Assist-
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ant to the Director, GS-18, a position he still
holds. He has continued to meake significant
contributions to the science of eryptography,
and in April 1960 received the National Secu-
rity Agency Exceptional Civilian Service
Award.

Patent applications for the two inventions
cited in the proposed bill were filed by the
Army in 1836 (serlal No. 70,412) and 1942
(serial No. 443,320) respectively. Mr, Fried-
man and Mr. Rowlett, then principal assist-
ant to Mr. Friedman were listed as co-Inven-
tors in bhoth applications. It is these two
inventions that have resulted in the high de-
gree of security capabillty for U.S. com-
munications beginning before World War II
and continuing to the present. A memoran-
dum written to the Signal Corps Patent Of-
fice by Mr. Friedman and Mr. Rowlett on
August 31, 1935, credits Mr. Rowlett with
contributing the fundamental principle and
three of the five subsidiary principles and
Mr. Friedman with contributing two of the
five subsidiary principles. With respect to
the first invention, it appears that Mr. Row-
lett’s contribution was the greater. A Navy
document entitled “The Contribution of the
Signal Corps,” dated November 2, 1943, and
prepared by Capt. L. S. Safford, U.S. Navy,
states in part: “Rowlett 1s entitled to full
credit for his discovery of the principle * » *
and Priedman and Rowlett jointly are en-

titled to full credit for thelr joint invention™

of methods of applying and reducing this
principle to practical form.” (Nore~—Classi-
fled portions deleted.) The respective con-
tributions of the two men to the second
invention are not officlally recorded. Since
Mr. Rowlett and Mr. Friedman were joint
inventors in both inventions, however, they
have equal rights in these inventions and
thelr losses due to the imposition of secrecy
by the Government would be the same.

In the early 1950’s several private bills
were Introduced in behalf of Mr. Friedman,
each proposing an awserd to compensate him
for his loss of commercial rights to crypto-
logic inventions covered by applications for
patents held in secrecy by the Government.
In 1956 one of these bills was enacted and
became Private Law 626, 84th Congress. Al-
though two of the inventions for which Mr,
Friedman recelved his award are the same
inventions upon which the present bill is
founded, Mr. Rowlett did not become & party
to any of the private bills which sought to
compensate Mr. Friedman. In the memo-
randum he prepared on September 20, 1962,
when he formally sought the Department’s
permission to seek legislative relief, Mr. Row-
lett explained in paragraph 3:

“I was asked by Mr. Friedman sometime
prior to 1952 to jJoin him in presenting his
case to Congress. I declined, pointing out to
him that I thought the Government should
take the initiative in recognizing our con-
tributions if they were worthy of monetary
award. While I still feel the Government
should take the Initiative, enough time has
elapsed since Friedman received his award
to cause me to conclude it i1s most unlikely
that my contributions will be recognized
unless I take positive steps to bring their
merlts to the attention of the Congress.”

The Department's records disclose that, in
his appeal for relief, Mr. Friedman stressed
the importance of the two inventions of
which he was coinventor with Mr. Rowlett
over the five additional inventions to which
he held sole patent rights, and that he
associated his loss mainly to his inability
to exploit these two Inventions. Of the
seven inventions he stressed the importance
of the 1936 inventlon (patent application
serial No. 70,412) above all others and placed
the 1942 invention (patent application serial
No. 443,320) next in importance, He then
developed detailed evidence which convinces
the Department and the Congress that, if
he had been able to exploit these two in-
ventions domestically and among allied for-

elgn governments, he would have obtalned
amounts of money far in excess of the sum
of money he sought from Congress.

The Department’s views today are proper-
ly reflected by the followlng extract from
a letter dated July 6, 1953, which the Hon-
orable Robert T. Stevens, Secretary of the
Army, -sent to the Honorable Chauncey W,
Reed, then chelrman of the House Commit-
tee on the Judiclary, with respect to H.R.
1152, 83d Congress, a bill for the relief of
Willlam F. Friedman:

“Where the frults of an inventor's labor
has been of substantial benefit to his Gov-
ernment and his right to seek reward for
his efforts is Impaired for so great a perlod
of time for security reasons, it is equitable
that he be compensated for his loss, This
view is in accord with the policy of the
Department of encouraging technological
advancement. To deny an inventor the right
to seek galn from his inventions merely be-
cause they are vital to our national de-
fense and the security of the Government,
while permitting such pursuit by inventors
in other flelds where security interests are
not paramount, would be discriminatory and
would discourage advancement in matters
vital to our national defense.”

The Department of Defense considers that,
In view of the available evidence, Mr. Row~
lett is equitably entitled to compensation
equal to that of Mr. Friedman. According-
1y, the Department favors the grant of an
award of $100,000 to Mr. Rowlett in full
settlement for his rights in the inventions
which are referred to in H.R. 7348. The
Department opposes, however, the provision
in H.R. 7348 which would exempt the award
to Mr. Rowlett from taxatlon for the rea-
sons expressed In the enclosed copy of a
letter of February 17, 1964, from the As-
sistant Secretary of the Treasury to the
Director of the Bureau of the Budget.

The Bureau of the Budget advises that,
from the stendpoint of the administration’s
program, there is no objection to the sub-
mission of this report for the consideration
of the commlttee.

Sincerely,
L. NIEDERLEHNER
(For John T. McNaughton),

TREASURY DEPARTMENT,
Washington, D.C., February 17, 1964.
Hon. KerM1T (GORDON,
Director, Bureau of the Budget,
Washington, D.C.

Drar MR. GorDON: You requested the
views of this Department on the fact that
H.R. 7348, a bill for the relief of Frank B.
Rowlett, provides that the sum which will
be pald to Mr. Rowlett shall be exempt
from all {axation,

The specific purpose of H.R. 7348 1s to
authorize a lump sum payment to Mr, Row-
lett as equitable compensation for his loss
of opportunity to reallze benefit from his
commercial rights to cryptologic inventions
which the Government uses and holds in
a classified status. The Department of De-
fense has examined the merits of the cass
and strongly recommends that Mr. Rowlett
be granted relief.

We have considered the general question
of whether private relief bills should exempt
the payments made by thelr terms from
taxation. Of course, exemption, even 1if
proper in cases like the present one where
the award 1s compensatory in nature, would
not be appropriate where actual compensa-
tlon to the reclpient of rellef i3 not involved,
as, for example, where the private blil
lengthens the perlod of a statute of limita~
tions.

Several reasons have been advanced to
Justify an exemption from taxation for com-
pensatory awards in private rellef bills, but
we belleve these reasons are not overly per-
suasive.

It has been argued that it ls difficult in

3
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some cases for Congress to form a sound
Jjudgment on whether an award was ap-
propriate in light of the taxes which would
be payable upon it. This is because of prob-
lems in determining how the award ghould
be taxed and the fact that the amount of
tax imposed upon the award will frequently
depend upon the other taxable income of
the individual recelving rellef. It has also
been urged that if such awards are to .be
subject to tax, Congress, despite the dif-
ficulties mentioned above, may increase the
amount of such awards to allow for the tax.
However, these arguments overemphasize the
difficultles in reaching a falr determination
of appropriate compensation where an
amount 1s to be subject to tax.

In addition, it has been urged that such
awards frequently provide for lump sum
payments to compensate for a loss of income
which would have been received over a
number of years. Thus, the taxation of
such awards may be excessive because the
lump payment is taxed in 1 year. However,
assuming the enactment of the Revenue Act
of 1864, the averaging provislon adopted
therein will operate to mitigate any unfair
tex consequences which might result from
the recelpt of a compensatory award in a
lump sum.

Where an award is compensatory in nature,
that fact alone strongly supports subject-
ing 1t to taxation. The President of the
United States, in approving H.R. 3662, for
the relief of Mrs, Margaret Patterson Bartlett,
expressed the hope that provisions exempting
awards under private relief bills from taza-
tion would not find thelr way into future
private legislation and outlined some of the
reasons why such exemptions are not proper.
The President stated that the moral and
equitable consideratlons supporting these
awards argue strongly in favor of meaking
them subject to the Income tex laws. He
stated that there was no valid reason for
treating recipients of these compassionate
awards more favorably than the taxpayers
who must finance them and who receive no
speclal treatment in meeting comparable tax
obligations. The President expressed the
view that the adjustment of the amount of
the award by Congress did not provide an
adequate basla for tex exemption since such
action was inconsistent with the sound, pre-
valling practice under which an individual
recelves compensation or other payments and
then has his tax lebility computed under
general tax law and, among other things, in
relatlon to other sources of income.

For the foregoing reasons, the Treasury
Department opposes exempting such awards
from taxetion, Therefore, it opposes such a
provision in H.R. 7348.

Sincerely yours,
STANLEY S. SURREY,
Assistant Secretory.

—

TREASURY DEPARTMENT,
Washington, D.C., September 10, 1964.
Hon, JAMES O. EASTLAND,

Chairman, Committee on the Judiciary,
U.8. Senate, Washington, D.C. N
Dear MR, CHARMAN: This letter supple-
ments the Treasury Department’s views on
H.R. 7348, a bill for the relief of Frank B.
Rowlett, which is now belng considered by
your committee. Our previous expression of
views 1s set forth in the report of the House

Committee on the Judiclary on this bill.

H.R. 7348 would pay $100,000 to Frank B.
Rowlett in full settlement of all rights in re-
spect to his cryptologic inventions which
have been placed In secrecy status by the
Depertment of Defense. The ‘Treasury De-
partment is opposed to the provision in this
bill which would exempt the $100,000 pay-
ment from all taxation, ’

The report of the House Committee on the
Judielary, in approving the exemption from
tax, implies that section 74(b) of the In-
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~wwmmul Revenue Code Is a precedent for the
exemption. The committee noted that “the
income tax law itself contains an exemption
for amounts received as prizes and award
made primarily in recoghnition of scientific
achlevement (26 U.S.C. 74(b)). The exemp-
tion of section 74(b) 1s made subject to the
conditions that the reciplent was selected
without any action on his part to enter a
contest or proceeding and is not required to
render future services as a condition to re-
celving a reward.” .

The Department believes that the congres-
slonal intent expressed in section 74(b) not
only does not support exemption from tax
for the $100,000 payment to Mr. Rowlett, but
is contrary to such exemption. Section 74
was adopted by Congress in 1954 to overrule
certaln cases which held that some prizes
or awards were not subject to tax, and leid
down the general rule that gross income in-
cludes amounts received as prizes and awards.
The narrow exemption in section 74(b) was
intended to exempt such awards as the Nobel
-and Pulitzer Prizes, However, the reports
=f the congressional tax committees spe~
wifically stated that section 74(b) “is not in-
tended to exclude prizes or awards from an
employer to an employee In recognition of
some achlevement in connection with his
Employment.” 'This rule is also set forth
In the Treasury Department regulations.
Therefore, even If one could view the pay-
ment to Mr. Rowlett as not being of s com-
oensatory nature, which view the Treassury
Department does not share, the payment
would nevertheless constitute in substance
an award from an employer to an employee
n recognition of an achlevement connected
with his employment, and thus includible
n gross income.

The Treasury Department believes that a
-ax exemption for this $100,000 payment to
oir. Rowlett would discriminate sgainst other

axpayers similarly situated. For example,
m 1956 Congress awarded $100,000 to Mr.
“riedman, Mr. Rowlett’s colleague, for his
ontribution to the two inventions for which
«Ir. Rowlett now seeks compensation. (Pri~
-ate Law 625, 84th Cong.) No tax exemp-
Ron was provided for Mr. Friedman who did
-0t have two tax beneflts now avallable to
Ir. Rowlett in the form of the recently
macted reduced rates of Federal income tax
md the provision for income averaging,
dmilar awards of $100,000 also were made
2 the 85th Congress to Mr. Lawrence F.
rifford for cryptographic systems developed
¥ him, and in the 86th Congress to Col.
ohn A. Ryan, Jr., for his development of a
=W bombing system (Private Law 494, 85th
wong.; Private Law 4902, 86th Cong.). No
zemption from tax was provided by Con-
~ess for these taxpayers.

The discrimination inherent In a tax ex-
xnption provision can be more fully appre~
ated by noting that, to have provided Mr.
owlett’s colleague, Mr, Friedman, with
-00,000 of disposable income, after Federal
-come taxes at .1966 rates, would have re-
dired an award in excess of $6500,000. This
timate assumes that Mr. Priedman’s tax-
sle income would have equaled the amount

the award and that he filed a joint return,

The report of the House Judiciary Com-
Attee also notes that Private Law 87-578,
aich provided an award of $100,000 to the
Eate of an Inventor, was retroactively
nended to extend tax exemption to the
vard. (Private Law 32, 88th Cong.) The

spartment belleves that the tax exemption

wvided by Private Law 88-32, for the reltef

the estate of Gregory J. Kessenich, should
=t be relled upon &s a precedent to deviate
om the prior uniform congresstional prac-

e of not providing tax exemption for

rards of this nature. As set forth in your

mimittee’s report on the Kessenich bill, a

easury Department staff’ memorandum

ted that the income-averaging proposal
ntalned in President Eennedy’s 1963 tax
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message would, If enacted, accord relief for
the future to taxpayers in situations where
income is bunched in 1 year, Moreover, re-
duced rates of income taxation then being
considered by Congress would provide addi-
tional relief. Your committee's report on the
Kessenich blll further stated that your
“committee does not approve of & tax-free
amount as a-matter of policy generally in bills
for payments to indlviduals, but on occasion
there are speclal elrecumstances which indi-
cate that such a freedom from tax liability
should be recognized.” Perhaps the fact that
income-averaging provisions of general ap-
plicability were then being considered by
Congress was a significant factor in your
committee’s departure from 1ts general policy
in the Kessenich case.

Your committee’s general policy of not ap-
proving a tax-free amount in bills for pay-
ments to individuals was subsequently en-
dorsed by President Johnson in December
1963 when, in approving H.R. 3663 for the
relief of Mrs. Margaret Patterson Bartlett,
he expressed the hope that provisions ex-
empting from taxetion awards under private
relief bills would not find their way Into
Tuture private leglslation and outlined some
of the reasons why such exemptions are in-
appropriate. The President stated that the
moral and equitable considerations support-
ing these awards argue strongly in favor of
meking them subject to the income tax laws,
He stated that there was no valld reason for
treating reclpients of these compassionate
awards more favorably than the taxpayers
who must finance them and who recelve no
speclal treatment in meeting comparable tex
obligations. The President expressed the
vlew that the adjustment of the amount of
the award by Congress did not provide an
adequate basls for tax exemption since such
action was Iinconsistent with the sound, pre-
valling practice under which an individual
recelves compensation or other payments and
then has his tax Uability computed under
general tax law, and, among other things, in
relation to other sources of income.

In summeary, the Treasury Department be-
lleves that exempting from tax the $100,000
payment to Mr. Rowlett would discriminate
agalnst other tazpayers simtlarly situated,
and particularly against Mr, Rowlett's col-~
league, Mr., Friedman, as well as other invent-
ors whose $100,000 awards were subject to
tax. The Department also belleves that the
recent enactment by Congress of reduced
rates of income tax and the income-averag-
ing provistons remove any special circum-
stances justifying freedom from tax lablility
in cases such as this,

For the foregolng reasons, the Treasury
Department opposes the tax éxemptlon pro-
visions contained in H.R. 7348,

The Bureau of the Budget has advised the
Treasury Department that there 18 no ob-
Jection from the standpoint of the admin-
istration’s program to the presentation of
this report.

Bincerely yours,
STANLEY S. SURREY,
Assistant Secretary.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Louisiana, [Mr.
LoNgl.

The amendment was agreed to.

The PRESIDING OFFICER. The bill
is open to further amendment, If there
be no further amendment to be offered,
the question is on the engrossment of the
g.ﬁxendments and third reading of the

1,

The amendments were ordered to be
sunfrossed, and the bill to be read a third

e.

The bill (H.R. 7348) was read the third

time, and passed.
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Mr, LONG of Louisiana. Mr. Presi-
dent, I move to reconsider the vote by
which the bill was passed.

Mr. DIRKSEN. Mr, President, I move
to lay that motion on the table,

The motion to lay on the table was
agreed to.

CORRECTION OF CERTAIN ERRORS
IN THE TARIFF SCHEDULES OF
THE UNITED STATES
Mr. LONG of Loujsiana. Mr. P esi-

dent, T move that the unfinished pusi-

ness be laid before the Senate.

The PRESIDING OFFICER, The
question is on agreeing to the mofion of
the Senator from Louisiana,

The motion was agreed to; d the
Senate resumed the consideratiof of the
bill (H.R. 12253) to eorrect certajn errors
in the tariff schedules of th United

States.

Mr. LAUSCHE. Mr. Presideht, T send
to the desk an amendment to the pend-
ing bill,

The PRESIDING OFFI¢ER, The
amendment will be stated.

The LEGISLATIVE CLERK, It fls proposed
by the Senator from Ohio [MF, LavscHE],
on behalf of himself, the j
from Ohilo [Mr. Youne],
from Indiana [Mr, BavH],
ator from Michigan [Mr.
lows:

On page 15, strike out lings 1 through 17
(section 21 of the bill).

Renumber the succeedin sections,

Mr. LAUSCHE. Mr. President, my
amendment would strikd from the bill 8
provision that removes the 20-percent
duty now Imposed agaifst the importa-
tlon of Canadian limgéstone chips and
spells. A bill on thisfsubject has been
pending in the Housq/

Mr. LONG of Loufsiana. Mr, Presi-
dent, will the Senatdr yield?

Mr. LAUSCHE.

Mr. LONG of
that if the Sena

uisiana. I suggest
wishes to offer the
amendment, we could suggest the ab-
sence of a quor In order that Senators
who are interested in supporting the
amendment and/those who are particu-
larly affected it might be present to
position.

. I merely send the
the desk at this time.

Mr. LONG/of Louislana. The Senator
is not calling the amendment up at this

commifdee, but which was not in the
origingl bill, would remove the 20-percent
duty limestone.

The Great Lakes States of Minnesota,
Michligan, Wisconsin, Nlinois, Indiana,
and| Ohio are vitally affected by the
amendment that was adopted by the
committee. We had no knowledge of the
fact fhat this amendment was to be taken
up.

We have not had an opportunity to
make inquiry about what the real im-
bact of the duty would be. I have tried
to consult Senators from the Great Lakes
area of the country. I have learned
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from. them that the industry would be
greatly harmed by the committee amend-
ment to the bill.

I intend to make further inquiry con-
cerning the real impact of the removal
of this dubty upon industries in Ohio,
which are vitally interested. I shall later
determine whether I shall press for the
adoption of the measure.

Mr, President, I ask that the REecorp
show that the amendment is cospon-
sored by my colleague, the junior Sen-
ator from Ohio [Mr. Younel, the Sen-
Indiana [Mr. Bavu], the Sen-
Michigan [Mr. HarTl, and the
Wisconsin [Mr, NELSON].
ING OFFICER. With-

Mr. BENNETT.

myself, the Senator
[Mr., McCarTHY]1, the
from Florida [Mr. HOLLAND
Senator from Florids [Mr.

ior Senator

braska [Mr, Hruskal, the junior Ségator
from Nebraska [Mr. CurTis], the sehjor
Senator from North Dakota :
Youncl, the senior Senator from Kansa
[Mr. Carrson], the Senator from Wy-
oming [Mr. SimpsoN], the senior Senator
from Colorado [Mr. Arrorrl, the Senator
from South Dakota [Mr. Munprl, the
junior Senator from Colorado [Mr. Dom-
INICK], the junior Senator from Michi-
gan [Mr. Harrl, the juhior Senator from
Indiana [Mr. Bayrl, the senior Senator
from Louisiana [Mr. Eirenper]l, the
junior Senator from Kansas [Mr. PEAR-
soN1], the senior Senator from Iowa [Mr.
HIckKENLOOPER], the junior Senator from
Louisiana [Mr. Lowngl, and the junior
Senator from Idaho [Mr. JORDAN],

The PRESIDING OFFICER. The
amendment will be stated.

The LEGISLATIVE CLERK. At the end
of the bill, it is proposed to insert a new
section, as follows:

Section ——. Amendments to the Sugar
Act of 1964,

Mr. BENNETT. Mr. President, I ask
that further reading of the amendmen
be dispensed with.

The PRESIDING OFFICER. Witi{-
out objection, it is so ordered.

The amendment is as follows:

At the end of the bill insert & new segtion
as follows: .

“Sec, —. Amendments to the Sugar Act of
1964,

“(a) Sectlon 202(c) of the Sugarf Act of
1948, as amended (relating to quotag for for-
elgn countries) is amended by strfking out
‘1963 and 1964’ in each place it appgh
in, and Inserting in leu theyeof
through the first six months o£/1965”, and
by adding a new subparagraph/ (7) at the
end thereof as follows:

“f(7) The quantities estebfished for the
first six months of 1965 shallfbe one-half of
the annnual quantities provided for in the
other subparagraphs of this/subsection (c).

“(b) Section 213 of such Act is amended
(1) by striking from section 213(c) the lan-
guage ‘during the years 1962, 1963, and 1064,
which fee in each such year shall be respec-
tively 10, 20, and 30 per centum’ and Insert-
ing in lleu thereof ‘during the years 1062,
1863, and 1964 and the first six months of
1965, which fee shall be 10 per centum in
1962, 20 per centum in 1868 and 30 per

lod

centum In 1964 and the first slx months ot
1065’; and (2) by striking from sectlon 213
(¢) the language 'during the years 1962, 1963,
and 1964 shall be respectively 0.1, 0.2, and
0.3 of one cent per pound’ and inserting in
lleu thereof ‘during the years 1962, 1868,
1864 and first 8lx months of 1865 shall be in
1962 0.1 of one cent, in 1963 0.2 of one cent,
and in 1864 and the first six months of 1965
0.3 of one cent per pound’.

“(c) The following new paragraph (3) is
added at the end of section 202(a) of such
Act:

“(3) Notwithstending any other provi-
slon of this Act, the domestic heet sugar area
and the meinland cane sugar area may he
permlitted to market in 1964, as determined
by the Secretary, In addition to the quota,
established for such area in 1964, a quanti
of sugsr not exceeding 275,000 short tops,
raw value, and 225,000 short tons, raw vglue,
respectively, and such additional qua
of sugar shall be deducted from the/fuan-
tities of sugar which otherwise may/be au-
thorized for purchese and imporjbtion in
1864 pursuant to section 202(c) (4)fA) of this
Act.) "

Mr. BENNETT. Mr. Ppésident, the
purpose of this amendmepyt is to carry
out the intention and wishes that the
administration expressed over the past
2 years, and to meet ¢ situation which
has developed within the past few weeks.

The amendment Mas three essential
purposes—Ifirst, to/extend the foreign
ayota provisions ¢f the Sugar Act until

3Qd the Speaker of the House.
rovision would leave the

6 glo\gg sugar quota intact at

ate, and keep the fee on statu-

AT quotas

p June 30, 1

plicable from Janu-
5, at 30 percent of

Thps, too, was recommiended by Under
Secrgtary Murphy in his letter of Sep-

ed that any change in the fee
ferred for the time being.

The third purpose of the amen
is to permit domestic beet and mainla.
cane sugar areas to market up to 275,00
tons of beet and 225,000 tons of cane,
respectively, of the extra sugar produced
at Government request in 1963, but
which they are now unable to market
without congressional action,

This represents only a small part of
the extra sugar which these two areas
produced at Government request from
the 1963 crops, and which are now be-
ing produced from the 1964 crop.

The fact that the Government urged
these two areas to produce the extra
sugar 1s well documented. The admin-
istration is also firmly on record as
favoring congressional action to permit
the marketing of the extra sugar. The
administration has recommended that
the 1964 domestic marketings be com-
pletely unlimited. This was done by the
Secretary of Agriculture in December of
1963, and by the President himself in
his message on the agricultural program
in January of this year.

In the Interest of orderly marketing,
the bill does not go as far in regard to

— .
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extra 1964 marketings as the admlniég!"“’
tion recommended. It places the limits
that I have mentioned, 275,000 tons for
mainland beet, and 225,000 tons for
mainland ca,x}e’ marketings.

Under the proposed amendment even
these amounts could be less, if In the

a total of 500,000 tons of addi-
al sugar this year would not reduce
e imports from any foreign country
y one pound.

That extra allocation would come
from the unallocated portlon of the
global quota. The remalning portion of
the old Cuban quota had already been
reserved by the Department of Agricul-
ture earlier this year for the specific pur-
pose of permitting some extra domestic
marketings this year. Our American
farmers desperately need the marketing

_.rellef which the bill would provide, mod-

est as It 1s, In the absence of such re-
lef, they would be forced to store sugar
at great expense to themselves, even
though the Government had urged them
to produce it to sell and not to store.

Mr. President, in my opening state-
ment I referred to certain expressions
of policy by the administration. I ask
unanimous consent to have printed in
the Recorp & copy of the U.S. Depart-
ment of Agriculture Release No. 848-63,
dated March 14, 1963.

There being no objection, the release
was ordered to be printed in the Rcorp,
as follows:

No SUGARBEET ACREAGE RESTRICTIONS IN 1964

Secretary of Agriculture Orville L. Free-
man announced today that there will be no
acreage restrictions (proportionate shares)
on the 1964 crop of sugarbeets,

The 1963 domestic beet sugar marketing
quote is approximately 2,700,000 tons. Stocks
of beet sugar on hand January 1, 1963, °
amounted to 1,368,000 tons and ft is antici-
pated that 616,000 tons will be produced
from 1962-crop beets to be harvested in 1963,
This provides & supply of 1,984,000 tons of
beet sugar to meet requirements until new-
crop sugar reaches the market next fall.
Marketings of beet sugar in the last quarter
of the year will be heavy. A lggger quantity
of old-crop sugar would have psg.omoted more
rderly marketing throughout the year in
asgordance with the present guota.
uction of sugar from the 1962 crop
had been estimated at 2,580,000 tons
et sugar industry. Even a large
863 production would not result -

ly to determine whether
restrictions will be necessary on the 1965

crop. However, 1t obsérved that production

will have fo exceed marketings sufficiently

to create safe and reasonable stocks before '
acreage restrictions could be reimposed,

It is assumed that the industry will at-
tempt in 1963 to produce at the maximum
capacity of its plants. Today’s action s ex-
pected to encourage plant expansion,

First, 1t should encourage existing plants
to modernize and expand their factilitles
since they can now be assured of at least
2 years of unrestricted operations.

Second, new plants under construction for
operation in 1063 and 1964 could be expanded
Immediately to their ultimate capacity so as
to take advantage of this opportunity for
full production and the building of produc-
tlon and marketing history in excess of the
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