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7. Coals used by the steamer while off hire, also for cooking,
condensing water for crew's use, or for grates and stoves to be

~hgreed as to quantity, and the cost. of replacing same, to be allowed
by Owners. :

12, That in the event of loss of time from deficlency of
itores, fires, breakdown or damage to hull, machinery or equipment,
ounding, detentlon by average accidents to ship drydocking for

the purpose of examinatlon or painting bottom, or by any other
cause preventing the full working of the vessel, the payment of
hire shall cease forkthe time thereby lost; and if upon the voyage

the.speed be reduced by defect in or breakdown of any part of her
hull, machinery or equipment, the time so lose, and the cost of
any extra coal consumed ln consequence thereof, and all extra
expenses shall be deducted from the Hire,

18, Owners shall provide gear (for all derricks) capable of B
handling 1ifts up to 5 tons, and maintain the gear of the ship as 5 T
fitted, also provide ropes, falls, slings and blocks; bub gear for B N
heavier 1lifts shall be for Charterers'! account, Owners also to f
provide lanterns and oil for nightwork, and steamer to give use of
electric light, when so fitted.. The Charterers to have the use of

oo 13, That should the vessel be lost, money paid in advance end ;- -~ j 807 gear on board the steamer, | o
R fothekniot, fro% the date of 1oso or being lagi hoard of) 7" 19, stoaner to work night ant day, if required by Chsrterers,
{ mi £1 traint of Pri Rul * 3 1 ’ - N end all steam winches to be at Charterers' disposal during loadling
onemles, lire, restraint ol Princes, Rulers and People, and all and discharging; steamer to provide men to work same day and night,
dangers and accidents of the Seas, Rivers, Machinery, Boilers, . as required, Charterers agreeing to pay winchmen asnd desckhands for’
Steam, and Navigation throughout this Charter Party, always mutually E P work done bgtween 6 p.m, and 6 a.m, and on Sundays, at the rate of
excepted, ? " eighteen cents p:r hour for which operators and deckhands. If the
14, That should any dispute arise between the ovmers and the ' rules of the port, or labor unlons, provent crew from driving t
Charterers the matter in dispute shall be referred to three persons ; winches, shore winchmen to be paid by Charterers. {
at Tokyo, one to be appointed by each of the parties hereto, and the 20 It is also mutually agreed that this Charter is subject i
third by the two so chosen; thelr decision or that of any two of ) CT to all the terms and provisignsggf and all the exemptions fro% oo
them, shall be final, and for the purpose of enforcing eny award, liability contained in the Act of Congress of the United States
this agreement may be made a rule of the Court. of America approved on the 13th day of February, 1893, and entitled
. ' An Act relating to Navigation of Vessels, etc. and also subject
15, That the Owners shall have a llen upon all cargoes, and all 2 4
sub-freights for any amounts due under this Charter, and the Chafitor— ( E;cﬁggggules governing the Steamship Trade of the New York Produce
erg to have a lien on the Ship for all moneys paid in advance and not ¢ .
earned, and any over-pald hire or excess deposit to be returned at - 2 21. Nothing herein stated is to be construed as a demise of
once. the Steamer of the Time Charterers. The Owners to remain responsi- :
16. That all derelicts and salvage shall be for Owners' and ‘ ble for the navigation of the.steamer, Marine Insurance, Crew, and

Charterers' equal benefit after deducting Owners' and Charterers' all matters, the seme as when trading for their own account.

expenses and Crews proportlon. General average, if any, to be

according to York-Antwerp Rules, 1890, 22, Penalty for non-performance of this contract, estimated

amount of damages,

e oot < |~

If the Owvners of the sﬁip shall have exercised due
diligence to make said shlp in all respects seaworthy, and properly
manned, equipped and supplled, it is hereby agreed that in case of

Exequted in two copiles,

i
danger, damage or disaster resulting from fault or negligence of the v Witness o the signature of coemerrrccr e ssenene !
Pilot, Master of Crew, 12 the navigation or mﬁgggement gf theiship,
or from latent or other defects, or unseaworthiness of the ship,
whether existing at the time of shipment or at the beginning of the : gggﬁg g;rcZ%gengigﬁgr?E;t;;ogééggigs-

, voyage, buy not dilscoverable by due dlligence, the Consignees or A artment of State, Washington, D, C
“ Owners of the cargo shall not be exempted from liability for contri- Y gated Mareh 30th. 1918 3 T Ve i
bution in General Average, or for any special charges incurred, but -k ’ . i

with the shipowners, shall contrlbute in General Average, and shall
pay such special charges, as 1f such danger, damage or disaster had
not resulted from such fault, negligence, latent or other defect, or
ungseaworthiness,

Witness to the Sign&ture of Seevescescssessssvesecse
Managing Director

| S

eyt
et o it

Owner/a or Agent/s for Owner/s,

e o ot

i
e et s bt o e e e .- -
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4 5. _ Payment of said hire to be made ;;;WEQ{

-2 -

insafe ports and routes as per attached memorandum as the
Charterers or their Agents shall direct, on the following con-
ditions: ’ -

1, 'Thet the Owners shall provide and pay for all pro-
visions, wages (not inecluding any allowances) of the Captailn,
Officers, Engineers, Firemen and Crew, shall pay for the marine
insurance of the vessel, also for all the cabin, deck, engine-
room end other necessary stores, and maintain her class and keep
the steamer in a thoroughly efficient state in hull, machinery
and equipment for and during the service.

2, That the Charterers shall provlide and pay for all Coals
except as otherwise agreed, Fresh Water, Water for Bollers, Port
Charges, Pilotages, Agencles, Commlssions, Consular Charges and
all other_usual expenses except those before stated, but when
the vessel puts into a port for causes for which steamer is
responsible, then all such charges incurred shall be paid by the
Owners.,

Charterers are to provide necessary dunnage and shifting
boards but Owners to allow them the use of the dunnage and
shifting boards already abomrd Steamer., Charterers to have
the privilege of using shifting boards for dunnage, they making
good for any damage thereto,

3¢« That the Charterers shall accept and pay for all GCoal
in the Steamer's Bunkers and the Owners, on expiration of this
Charter Party, pay for all Coal left in the Bankers at the current
market prices at the respective places where shw is delivered to
then,

4, That the Charterers shall pay for the use and hire of
the said vessel forty shillings six pense (40s 6d) per ton of
dead weight per Calendar Month, commencing on and from the day
of her delivery, as aforesald, and at and after the same rate
for any part of a month, hire to continue until the hour of the
day of her re-delivery in like good order and condition, ordinary
wear and tear excepted, to the Owners (unless lost) at a port in
Japan or Pacific Coast or Atlantic Coast of the United States
of America, at the Owner's option,

Payment_of said hix _Tokyo, in Japanese
currency (EXchange at selling rate of T,T. on London as guoted
by the Yokohema Specle Bank -- on day of payment), monthly, in
advance, and for the last month or part of same the approximate
amount of hire, and should same not cover the actual time, hire
is to be pald for4the balance day by day, as it becomes due, if

so required by the Owners,

LR e D

|
|
i

i

e

Otherwise, failing the punctual and regular payment of the hire, or
any breach of the Charter Party as herein speclified, the Owners shall
be at liberty to withdraw the vessel from the service of the Charter-

ers, without prejudice to any claim they (the Owners) may otherwise

. have oén the Charterers in pursuance of this charter, Delivery to

count from 7 a.,m. on the working day following that on which written
notlce has been given before 4 p,m, but if required by Charterers,
loading to commence at once, such time used to count as hire,

6. That the cargo or cargoes be laden and/or discharged in any
dock or at any wharf or place that the Charterers or their Agents may
direct, provided the Steamer can always safely lie afloat at any time
of tlde, except at such places where it is customary for similar size
stegmg?s to safely lie aground,

7. That the whole reach of the Vessel's Hold, Decks, and usual
places of loading and accommodations of the Ship (no more than she can
reasonably stow and carry), shall be at the Charterers!' disposal,
reserving only proper and sufficlent space for Ship'!s officers, crew,
tackle, apparel, furniture, provision, stores and o

8, That the Captain shall prosecute his voyages with the utmost
dispatch, and shall render all customary assistance with Ship's crew
and boats, The Captain, (although appointed by the Owners), shall be
under the orders and direction of the Charterers as regards employment
on agency; and Charterers are to load, stow, and trim the cargo at
their expense under the supervislion of the Captain, who is to sign for
Charterers, Bills of Lading for cargo as presented, in conformity
with Mates! or Tally Clerks! receipts. Owners to give Time Charterers
the benefit of their Protection and Indemnity Club Insurance to the
same extent that Owners themselves would have been protected, and in
case of shortafe or damage to cargo, Charterers to bear the franchise,
according to the Club rules, which Owners would have otherwise borne,

9, That the Charterers shall have permission to appoint a
Supercargo, who shall acoompany the steamer and see that voyages are
prosecuted with the utmost despatech, He 13 to be furnished, free to
cherge, with first-class accormmodations, and same fare as provided
for Captain's table., Charterers to pay for victualling Pilots, Tally
Clerks, Stevedore's Foremen, Customs Officers, etc.,, where such expense
is Incurred.

10. That the Master shall be furnished from time to time with
all requisite instructions and saliling directions, and shall keep
a full and correct Log of the Voyage or Voyages, which are to be
patent to the Jharterers or Agents, and to furnish the Charterers,
their Agents or Supercargo, when required, a true daily copy of Logs,
showing the course of steamer, distance run and the consumption of
coal,

11, That the Master shall use diligence in c aring for the
ventilation of the carpo.
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E-03509

cOPY

THE CH ARTER
 GOVERNMENT FORM
APPROVED BY THE -UNITED STATES SHIPPING BOARD,

- This Charter Party made and concluded upon in the
City of Tokyo, the twenty-sixth day of April 1918, in pursuance
of the arrangements embodied in the mempranda exchanged by the
American Embassy at Tokyo with the Imperial Japanese Department

for Foreign Affalirs, since
charter of Japanese-owned
Board, between the Nippon
Japanese Screw Steamship "

- T088. . 0 5,620,44 tons gross
register, and 3,403,64 tbnvﬁgéfggg%?%ter,fhaving engines of B

311.00 nominal horse power and with hull, machinery and equipment

February 12th last, relative to the - C J
steamers to the United States Shipping -
Yusen Kaisha Owners, of the good .

in a thoroughly efficient state, and classed 100 Al at Lloyd's
of about 345,500 cubic feet grain capaclity and 7,680 tons dead
welght capacity all told (cargo, bunkers, water and stores
included) on Lloyd'!s Summer Freeboard, inclusive of permanent
bunkers, which are of the capacity of about 1,245 tons of coal,
now trading and the United States Shipping Board, Charterers;

G 4Wiﬁnessety;_fhaﬁ the éaiqﬁ0wners agree to let, and ‘the
sald Charterers agree to hire the sald Steamship from the time of
delivery, not earlier than the nineteenth June 1918 and not later

than the nineteenth August 1918, for about six months if re-
delivered in United States or seven and a half months if re-
delivered in Japan, Steamer to be placed at the disposal of the
Charterers at Tacoma or Seattle at’'the owners option in such
dock or at such wharf or place (where she may always safely lle
afloat, at all times of tides), as the Charterers may direct,
and being on her delivery ready to receive cargo with clean-
swept holds and tight, staunch, strong and in every way fltted
for the service, having water ballast, steam winches, with
capacity to run all the steam winches at one and the same time
(end with full complement of officers, seamen, englneers and
firemen for a vessel of hier tonnage under Japenese Law) to be
employed, in carrying merchandise, war supplies, including
explosives, petroleum or its products, and passengers so far

as accormodations will allow %but any expense necessary to fit
the steamer to comply with United States Passengers Inspection
Laws to be borne by Charterers) in such lawful trades, between

.

a safe port and/or pprts in United States of America, and/or

ports in any part of the w
River St, Lawrence (from O

Black Sea and the Baltic out of season, Magdalena River, and all

orld, excluding Magellan Strait,
ctober 1st to May lst) White Sea,
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‘Mr. Teijiro Toda

12

5

 Aprt v, 1934,

- In the notice to Toyo Kisen Kailsha'the Tre Yy ineluded

- fubsidies as income from United States service and we e¥éept that in-

rﬂghe notice being prepared for your company the -aubsldies relating to
%he Puget Sound line will be treated similarly. The amount of tax

involved on this point 1s perhaps $40,000.00 in 1918, $20,000,00
in 1919, and a small emount in 1920.

- e W G o w =

i) . In the foregoing comments we have mentioned certain ;

« ' amounts a8 representing United States tmxes involved on these questions,
N but it should be understood that no precise computations. are possible.

The law provides that the:rate of tax in the case of a foreign corpor- °

ation shall be the average rate of representative domestiec corpora- ]

tions similarly circumstanced with respect to gross income, net income,
profit per unit of business and capltal employed. The Treasury does
not disclose the nsmes of the domestic corporations with which compar-
ison is made or the method of selecting such corporations. Until the
amount of net income of the foreign corporation 1s determined, the
Treasury does not select the comparatives and we have at present no
information as to the rates of tax which may be appliod in your case.
The amounts of tax mentioned in this letter are based upon estimates
of the rates which we think may be applied., The sum of these amounts -
is $560,000,00. If charter hire and subsidles were held not taxable
and amortization were allowed on the basla of the Ballantine confere ’
ence, there would probably be a net additional tax of say $40,000.00, :
and so for present purposes it may be considered that the notice of X
‘dificlency to be lssued by the Treasury to your company will show a
net additional tax of $600,000.00.
uoon recelpt of the notice in a few wecks.

These figures are so largely matters of estimate that !
we hositate to have you attach significance to them as such and ve '
mention them only to give you some idea of the exceedingly serious L
difference in the taxes of your company.

In these circumstances ve heslitate to proceed without :
placing the facts before you and receiving your instructions. Even after a
"notice of deficlency" is iasued, 1t is possible to continue negotia-
tions with the view of reaching a settlement without trial. Such a
compromise settlement, however, usually involves concessions by the
taxpayer as well as by the Government, but in your case  the amounts
of tax involved and the merit of your contentlions on the three points
are such that without specific Instructions from you we ecannot make a
substantial concession to effect such a settlement., The further pro-
cedure provided by law is to prosccute an appeal before the Board of
Tax Appenls or to pay the tax and file suit in court for refund. In
oither event 1t will probably beo some yecars before a decision can be

= to a considerable sum of money.

The exact amount will be kmovmn -

Mr. Teljiro Toda -6 - }April 2, 1934,

obtained and the cost of prosecuting your appeal would probably amount
Further, as you probably know, in:the
! event of an unfavorable decision interest at the rate of six per cent
1 pér annum on the amount of additional taxes finally found to be due .

In this connection there is, of course, open for consideration the
question of exchange which may or may not be more favorable, say two
_ year hence, than at the present time.

In preparing a petition to the Board of Tax Appeals,
claims would be made on your behalf for all items which would be ad-
vantageous to you and the Board would make a redetermination of your
tax according to its decision on the issues and the facts presented.
The possibilities of wholly offsetting the anticipated additional
asgsessments will depend on a favorable decision with regard to each
of the three major questions referred to above.

The rules of the Board are quite technical and there will
be great difficulty in presenting tho necessary evidence according to
the rules, The presentation of your case to the Board of Tax Appeals
should be entrusted to attorneys qualified by oxperience in such
matters. As you doubtless know, we, as accountants, do not undertake
to present our clients' tax cases to the Board, nor may we represent

; our clients before the courts. In the event that you decide to appeal
' from the anticipated unfavorable decision of the Treasury as pre- :
viously outlined, we shall be glad to render every possible assistance
in preparing the appeal and the evidence for your attorneys. 1In the
meantime we shall be glad to cooperate with you in securing attorneys,
competent, in tax experience, to prosecute your appeal to the best ad-
vantage and we shell be glad to discuss the subject with you at any .
time convenlent.

v b

B \...._.."

Ve enclose a memorandum and a supplemental memorandum
outlining the additional information which we think necessary to

i obtain from your head office at the earlioest possible moment.

Very truly yours,

(Signed)

Enclosures -

hiip:/fwrww.jacar.go.jp

would be charged to you from February 26, 1926 to the date of payment, -

WOLES

WALDCWR FoTFRR P/ X—
Japen Center for Asisn Historical Records



of. which is that they-constitute contracts of affreightment rather .

‘Btates ports to. the total days during the charter periods.  These:

" mined in your favor, the question of expenses is ilmmaterial.

‘affreightment, the' income is no’difference than the income from |

n15ﬂ§dﬁ§%ﬁ§n,shouldﬂb@nalqued fop;a part of the expenses for salaries
‘- and 'mllowances of seamen, etc., incurred during the charter periods.

uch charter hire is & The Genéral Co

ta %jéx : taty ‘08 orally thet his decision

2bative in the, Treasury has stated to s th
rests pon an interpretation of theé charter partiea, the essence:

than 'contracts of rental. He argues that if they are contracts of

ordinary freight revenue from direct operation of the shi
Stéteg:,trade. r o ' " ' i1

5

If the oharter hire received is in any)paﬁﬁ‘ﬁﬁxablé;”i

Such.a ‘deduction would be Gbmputed on the ratio of days in, United.

amounts ‘a1so enter into‘the apportionment of gross income between '
gources within the United States and sources without the United ,
States.. The information for-such & computetion with respect to . o
ships chartered to the Shipping.Board.was not obtained by our repre-
sentatives in 1927 as it was not pertinent to what we believed to: be
a correct interpretation of the law, The computation on which the
treasury is novengaged will show n greater amount of tax by reason
of the absence of such information. We believe it desirable -to
obtain the informetion for the purpose of preparing a petition to the
United 3tates Board of Taxz Appeals, although it is understood, of
course, that if the question of charter hire is ultimately deter-

: The amount of United States income tax involved in the
question of charter hire is approximately $300,000.00, being approxi-
mately $250,000.00 in 1918 and $50,000.00 in 1919,

.o
! s Sardcy
[T —

Subsidies:

) The guestion whetlier subsidies received from the Japaneaail
Government constitute. income in part from sources within tho United
States has been brought up by tho'Troasury from time to time, but
untll these cases reached the General Counsel's office there was ex- \
poctation that a settlement would be, reached without including:sub--
sldies as income. The Generel Counsel's office toolc the view that
the subsidies constituted income from the operation of ships just the
same as freight and passenger rovenue. They asgert that the sub-
sidics were not received for or on.account of the construction of
ships, and therefore did not constitute a aontribution to Lhe capltal
of the companlea, We have Tiled briefs stating the grounds on which
1t 13 contended that the subsidies do not réprescnt income in any
part from sources within the United States, '
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