upon American life in general and upon American moral climate in particu-
lar 1s of tremendous importance currently. It is only fair, therefore, to insist
that they assume major responsibility for lifting society onto a higher moral
and ethical plane—that they use their corporate power to strengthen America
instead of to restore the social irresponsibility of a bygone era.

The stock option scandal also points up the fundamental truth that great
social triumphs may be subsequently undermined by public indifference and
lack of vigilance. There is nothing inherently permanent about such vic-
tories. The abuse of corporate power contributed to the great depression of
the thirties and it will contribute to costly social and economic dislocations
in the future unless the American people remain interested, informed, active
and determined to protect and extend this country’s earlier victories over execu-
tive greed and corporate irresponsibility.
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APPENDIX
TABLE 1

Estimated Taxes on Gains From Sales of Stock Referred to in
Hypothetical Example (Page 2)

I. TaAx AND NET IncoME As CompuTED UNDER LAw PrIOR TO 1950
A. Taxes Paid During Year in Which Stock Was Purchased.:

Market value on date of purchase .......vceccnvcssonsssens $1,250,000
Purchase price under option agreement ...........ooveeunn. 475,000
1S T AR S T T e Nt P, - R, <SR 775,000
Tax on difference (assuming additional income to Mr. Smith would
DE XS G T2T0 THLL) c o o s s 18 s aels'hnmnmnessnmbessosesnss $558,000
B. Tax Paid After Sale:
Total Income from sale. . ....covviiiiinn i tneeennnenneneenns $2.,000,000
Market value On date Of PUICHAIE. ¢ . ccsccssssssssvcvonsassssss 1,250,000
05T R N TR T G e - (LT 750,000
Maximum capital gains rate ...........ceevreneeneeennennn 25
LAAPITEL BRI CE s afation s ns rh v o Kdias sTeh o n s s o e b o sn or e s i o $187,500
C. Net Income From Transaction if Pre-1950 T'ax Laws Were in Effect:
BOCEERE. SIOM. BIIE oo inoiims Ve snns as e s wiv b aslsdassisis s »8a000.000
BESRNE  DUTCRRAS PEIOE oo v s 50 e 565 00305 3 8 il Vs 5 A E DR N B 5ed o 475,000
1,525,000
Minus tax at time of purchase. . ........covi ittt rennnnnns 558,000
967,000
Minus tax at time of Sale. . ..oveive e oeeneeeneneneennnnn. 187,500
IS TDEIRE v s v n s s vy s R s B Stk B b S e ¢ e % e e 4 $779,500

II. TAx AND NET INCcOME IN HyPoTHETICAL EXAMPLE As COMPUTED
UNDER PRrRESeENT LAwW

A. Total Tax (Paid Entirely After Sale):

STROE IO BRI, SRS i ciivanasiboibome s ine s et ss meaissoes $2,000,000
e R e I Ty AR 475,000
T R R I S W Tl T Y sl < . 1,525.000
Maximum capital gains rate . .........uouirineennnesnneeeens s
IRPIERL ERINS : CUI (o § o 5e Wi aosiw s anr am o sk s a b s s 5 ah e e oo g $381,250
B. Net Income From Transaction Under Present Law:
CITORS. DEORIE 2 o vV s b s st bs T 5 s 5 Tl awtn s s o ne s s oo nk $1,525,000
T A ol S NI I - S N T e 381,250
e R Ot R - i '] (AL R T T L B $1,143,750
ITI. DirrereNCE IN NET INcOME UNDER Two LAaws
Net Income as Computed Under Present Law ............cc0o...... $1,143.,750
Net Income as Computed Under Prior Law.............0oiuen.... 779,500
e I e A L e $364.250




