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OUR LEGACY
&
IMPORTANCE TO AMERICA
Recently, the family of our founding Chief, Elmer Lincoln Irey, provided IRS Criminal
Investigation with copies of original documents handed down to them by our first Chief. These
documents are historical and many have not been seen outside of the family. For the first time
we now have a much wider glimpse into the indelible impact Chief Irey and the Intelligence Unit
had in setting our nation’s path to greatness. What follows are several short essays which tell
the stories of these amazing documents.
THE CRIME OF THE CENTURY: THE LINDBERGH BABY KIDNAPPING
The world was captivated by the take down of Capone. It was an Apollo moment for law
enforcement. But what soon after drew their attention away from this amazing accomplishment
was the Crime of the Century: the Lindbergh Baby Kidnapping. The family provided us with
copies of two historical documents. The first is the famous Lindbergh Letter where Charles
Lindbergh gives full credit to the Intelligence Unit for the apprehension of Bruno Hauptman. The
second is a letter from Henry Breckinridge, the military attorney that assisted Lindbergh during
the kidnapping matter. The Breckinridge letter he also gives full credit to the Intelligence unit
and shares more details about the investigation.

While in prison, Capone claimed it was gangsters that committed the crime and if released he
would be able to find the kidnappers. As with the nation, Lindbergh knew it was Intelligence
Unit’s that brought Capone down so he asked Treasury for Irey’s assistance in the
investigation. Irey and his top agents met with Lindbergh, including Mike Malone, Frank Wilson
and A.P Madden.
Irey insisted the serial numbers be recorded or Treasury would withdrawal from the
case. Wilson and AP Madden insisted that twenty thousand dollars of the ransom money
should be in the form of easily recognizable gold certificate bills. Furthermore, they suggested
that the bills should be tied with a special kind of string, wrapped in a special paper, and placed
in a box made of 12 kinds of woods.
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Lindbergh adamantly refused to have the serial numbers recorded because he previously
announced on the radio that he would not mark the bills in an effort to encourage the kidnapper
to come forward. Irey told Lindbergh that if the bills were not recorded the Intelligence Unit
would leave the investigation. Eventually Irey convinced Lindbergh to record the bills. Fourteen
clerks spent eight hours listing each bill. No two serial numbers were in sequence.
After the ransom money was paid, the kidnapper sent a note stating the baby was in a boat
located off the New Jersey shores. Lindbergh asked Irey to accompany him the next morning in
his plane to search for the boat. The boat was never found and soon after the baby’s body was
discovered.
Pamphlets were distributed listed the serial numbers of the 5,150 bills recorded. Here is a copy
from the family of the first couple pages of original pamphlet. The pamphlet was several pages.

Wilson tirelessly canvassed banks encouraging tellers to always be on the lookout for the bills.
Thirty months later a gas station attendant received a $10 gold certificate and, as was the
custom to protect against counterfeiting, he wrote the license plate number of the car driven by
the payer. An alert teller identified the bill as one listed on the pamphlets. The intelligence Unit
compared the handwriting on the driver’s license application with the ransom note and
determined it was a match. Hauptmann’s home was searched and $14,600 in currency was
found that all matched the list recorded by the Intelligence Unit. The currency was also found in
a wooden box made of the same laminates.
During the trial Intelligence Unit agents established Hauptmann had $49,986 of unexplained
wealth soon after Lindbergh paid $50,000 in ransom money. Also, agents found a receipt for
$8.25 that was for a boat ride he and his wife took in California. On the check there is the
notation “boad.” Hauptmann also spelled the word boat on one of the notes as “boad.” The
evidence presented by these agents was critical in getting the conviction based on court
observers.
WWII, FDR AND ELMER’S CONTRIBUTION TO FUNDING THE WAR
The family provided a copy of the famous letter FDR sent Elmer in March of 1942. For some
reason, our records and history books did not record the entire text of the FDR letter. For the
first time we now know what the entire FDR letter states. When you take the entire document
into account you can see how important Elmer had become to the nation.
2	
  
	
  

HISTORY	
  –	
  IRS-‐Criminal	
  Investigation	
  (IRS-‐CI)	
  

Here is some historical background on the letter. Hitler’s Blitzkrieg engendered a profound
belief among Congress and many in the public that we as a nation were grossly unprepared if
Hitler attached America. In response, Congress unanimously enacted the Revenue Acts of
1940 and 1941 in which significantly increased taxes in an effort to generate funds to pay for a
massive military buildup. Congress and the public felt we were grossly unprepared if Hitler
attacked America. In December of 1941, Japan bombed Pearl Harbor and America officially
entered WWII. In March of 1942, when the FDR letter was crafted it was a very bleak period in
our fight against the Axis Powers. America had yet to gain a significant victory and there
appeared to be no end in sight to the Axis power military buildup. On March 15, 1942, many
more taxpayers were going to have shell out a lot more money for their fair share of taxes. The
lowering of brackets caused the tax rolls to jump from 4 million to 39 million
taxpayers. Furthermore, the starting rate went from 4% to 24%. The top rate was raised to
94% for those making over $200,000.
The first part of the letter demonstrates how important FDR felt Elmer’s leadership was in
reviving integrity in the tax system. For over two decades he led the successful battle against
tax evasion and bribery in addition to the battle against the underworld. Because of all of his
accomplishments and unwavering character, Elmer was admired and respected by many.
Elmer had become the face of the IRS. The public had put Elmer’s stamp of integrity and
honesty on the entire tax agency. FDR has a profound awareness that America would not have
been able to fund the war against the Axis powers if it had not been for Elmer’s persevering
leadership and commitment to the country.
Also provided by the family, is Elmer’s letter to FDR in response to the FDR letter. What’s great
about Elmer’s letter is that it demonstrates the overwhelming “pardonable pride” he had for his
beloved Intelligence Unit (IRS- CI). In addition, it demonstrates his overwhelming sense of duty
and purpose. It is interesting that Elmer does not acknowledge the first part of the letter where
FDR praised him on how important Elmer had become to infusing integrity and trust in the tax
system. This was probably deliberate on Elmer’s part. To Elmer, it was all about the team, not
himself. Elmer only wanted the part in the letter about the Intelligence Unit shared. The family
said Elmer stored the letter in his desk and did not display it.
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MASTER DETECTIVES, SHERLOCK HOLMES, AND THE GIANT KILLERS
“One of the world’s Greatest Detectives,” LIFE magazine stated in the title for their featured
article on Elmer Irey. This was the first time any law enforcement leader was featured in LIFE
magazine upon their retirement. Just like most of the public back then, LIFE magazine viewed
Elmer Irey as a national hero, the man that saved the country from entrenched organized crime
and corruption. Can you image what J Edgar thought when LIFE called Elmer one of the
greatest detectives in the world?

In the LIFE magazine article Elmer is pictured next to several President Lincoln portraits. Elmer
made it known to many that one of his biggest influences was Abraham Lincoln. The family has
many pictures of Lincoln handed down by Elmer.
If the LIFE article did not drive Hoover nuts, then the cartoon that ran on the front page in the
most read DC paper surely did. In this Evening Star cartoon, Elmer is drawn as Sherlock
Holmes and Uncle Sam is looking at a book entitled THE COMPLETE WORK OF ELMER IREY
1909 TO 1946. Uncle Sam states, “I’d hate to close this record. Even Sherlock Holmes would
be proud.” The paper did not mince words. They picked their favorite detective and it was
Elmer.
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Elmer and his Intelligence Unit were not only known as master detectives, the T MEN were
referred to as the “Giant Killers.” This was a nickname coined by a federal judge after seeing
the entire criminal elite run through his courts by the T MEN. The judge was amazed that so
many criminals that were once considered untouchable were being brought to justice by Elmer’s
team. In 1945, a popular magazine columnist, Alan Hynd, authored a book called THE GIANT
KILLERS, which recounted the take down of a long list of criminal giants by Elmer’s team of ace
investigators. Hynd stated in his book:
“For it was the Intelligence Unit- and this fact is undisputed among impartial law
enforcement authorities- that almost single handed broke the back of organized crime In
the United States during the twenties and thirties”
THE GIANT KILLERS was positively reviewed by many papers throughout the country. Here is
one of the many reviews saved by the family.

This book gained a lot of popularity and led to Hollywood making a movie called, THE T MEN.
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Elmer was much irritated when the Intelligence Unit was referred to in the newspapers as “GMen.” The term “G-Men” had become a ubiquitous moniker in the 1930s and 1940s used by the
public to refer to any federal investigator, thanks to Hollywood and the Department of Justice.
In 1930’s criminals such as Pretty Boy Floyd, Baby Face Nelson and John Dillinger were
becoming folk heroes for their penchant of robbing banks and destroying the mortgage records.
These urban criminals were not associated with major criminal enterprises nor were they
kingpin mobsters like the gangsters Elmer was taking down. The public was making them into
Robin Hood figures. In an effort to stem their popularity and to build a positive image of
department of justice investigators (FBI), Attorney General Homer Cummings hired a person
from the movie industry to lead a public image building campaign. These efforts led to
numerous movies and comic books glamorizing J Edgar Hoover as the top G-Man. There were
even G-Men toys. The reality was that it was the T Men that brought to justice the criminal elite,
not the G Men. Elmer wanted the public to know the clear distinction between G-Men and TMen. Their accomplishments were not on par with each other.
IREY AND THE PRESIDENTS
Elmer Lincoln Irey served six Presidents. The family provided us with copies of autograph
pictures Elmer received from U.S Presidents that were alive when Elmer retired in 1946.
(Hoover, Roosevelt and Truman) The autograph picture of Truman is interesting. The
Intelligence Unit brought to justice Truman’s close friend and political boss, Tom
Pendergast. Truman was elected to the Senate due to the support of Tom Pendergast. We
cannot find evidence that Truman harbored ill feeling towards Elmer. It appears all three
Presidents had great respect for Elmer.
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The Presidents Elmer served:
1.
2.
3.
4.
5.
6.

Woodrow Wilson (1913-1921)
Warren G. Harding (1921-1923)
Calvin Coolidge (1923-1929)
Herbert Hoover (1929-1933)
Franklin D. Roosevelt (1933-1945)
Harry S. Truman (1945-1953)

This is quite an accomplishment given all the political power brokers that wanted Elmer out of
the Picture. For the first time in America, there was an elite band of criminal investigators that
made the unexplained wealth of government officials their Achilles’ heel. In Elmer’s first few
years as the Chief, he took down a Congressman from Kentucky and the acting IRS
commissioner who were working together to sell whiskey during prohibition.
In 1940, Congressman John J. Cochran of Missouri, Chairman of the Committee on
Expenditures stated on the house floor:
"I am told he (Irey) has made many enemies, and any numbers of powerful men have
attempted to have him dismissed from the Service." The record of this Unit in the past
justifies the statement that, if given proper personnel, the dishonest citizen will not
escape."
LEGENDARY AGENT FRANK WILSON
The family provided us with numerous letters from agents and staff that had worked under Irey
during at some point in their career. The former employees of Irey took time to express their
gratitude for his leadership and influence. These letters are worthy testament of Elmer’s
leadership influence. One of the letters is from legendary agent Frank Wilson:

When Elmer Irey was instructed by the President Hoover to “get Capone”, in addition to
undercover agent extraordinaire Mike Malone, he also assigned Frank Wilson to be the lead
agent. Elmer considered Wilson one of his top agents. He writes of Wilson in his book entitled
THE TAX DODGERS:
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“Wilson is a genius for details. Wilson fears nothing that walks; he will sit quietly looking
at books eighteen hours a day, seven days a week, forever, if he wants to find
something in those books. He is soft spoken and unemotional. Only the endless stream
of nickel cigars he massacres keeps him from being a paragon of virtue.”
It was Wilson that discovered over-looked evidence seized at a raid of one of Capone’s
gambling establishments by local authorities a few years prior. This evidence turned out to be
ledgers for the Hawthorn Smoke House, one of Capone’s gaming joints. Wilson tracked down
the bookkeeper that prepared the ledgers, and that bookkeeper became a key witness in
establishing Capone’s income.
Capone did not view Elliot Ness as a threat. Contrary to the movie, THE UNTOUCABLES,
there is no evidence that Capone even met Ness. But Capone viewed Wilson as a big
threat. As soon as Wilson began hitting the streets attempting to interview witnesses,
coincidently, key Capone associates began coming up missing or dead. Because of Wilson,
Capone put in place a very generous employee benefit program where certain individuals were
rewarded with an out of state vacation on Capone’s dime and told to keep their mouth shut or
else. Consequently, in the initial stages of the investigation no one was eager to talk to
Wilson. One chilling example of Capone’s reach was when Wilson attempted to interview a
Chicago Tribune reporter by the name of Jake Lingle. One day, Wilson arranged for this
interview through Lingle’s chief editor. The next morning, Lingle was found murdered in a
Chicago subway station.

Incredibly, Wilson eventually convinced someone to spill the beans on Capone. His name was
Eddy O’Hare, a prominent businessman who owned several horse racing tracks. Capone was a
silent partner in a few of these tracks. O’Hare provided details on Capone operations and more
importantly who handled the money. Wilson’s work with O’Hare is considered one the greatest
handlings of a confidential informant in federal law enforcement. In 1939, O’Hare was
murdered, most likely in retribution for his cooperation with Wilson. Many speculate that one of
the reasons O’Hare agreed to cooperate with the government was in an effort to get his son,
Butch O’Hare, in the Naval Academy. Butch did make it into the Naval Academy and became
the first Navy pilot to receive the Medal of Honor for his heroic air battles. If his name sounds
familiar it’s because the Chicago airport is named in honor of Butch O’Hare, a highly decorated
WWII fighter pilot who bravely gave his life for this country.
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After the Capone conviction, Irey had Wilson help with the Lindbergh baby kidnapping
case. Wilson relentlessly cajoled bank tellers to be on the watch for the bills. His perseverance
paid off 30 months later when a teller identified one of the bills that eventually led to the
identification of the Bruno Hauptmann.
Elmer Irey considered Wilson a close friend and was big admirer of his work. Even though the
media wanted to attach credit to Irey for Capone and Lindbergh, Elmer made sure the world
knew that Wilson also deserved a lot of the credit. Consequently, America learned of the great
detective, Frank Wilson. In 1936, because of his reputation, Frank Wilson became the Chief of
the Secret Service. As the head of Secret Service, Wilson revolutionized how his agency
conducted security details and counterfeit investigations. Some of his methods are still used
today and there is a building named in his honor at the Secret Service training center. Wilson
also became the close confidant to Presidents. During Wilson’s tenure, the Secret Service was
given heightened responsibilities protecting the President during WWII.
At one point, J Edgar Hoover wanted to take over the Secret Service, but Frank Wilson
prevailed to the consternation of Hoover. I guess Hoover found it impossible to maintain a file
on someone with such unwavering character, reputation, and commitment to duty. As with
many who were influenced and guided by Elmer Irey, they were beyond reproach.
Frank Wilson retired not too long after Elmer. Upon his retirement, Wilson authored a series of
articles in Collier’s magazine, a popular periodical of that time. In these articles, Wilson breaks
his silence recounting his case work and tenure as the Secret Service Chief. As Elmer did in his
book, Wilson regaled the readers with amazing stories of the great undercover agent, Mike
Malone. These articles became the basis of a popular movie called, THE UNDERCOVER
MAN, staring Glen Ford. This movie is the only work produced by Hollywood that comes close
to accurately reflecting the true Capone story.
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In 1931, President Hoover took a picture with Elmer in front of the White House with the entire
team of special agents and revenue agents that were involved in the Capone investigation.
Wilson and Malone are standing next to each other in the front row. What is peculiar is how
Wilson is posing in relation to Malone. Wilson knew this was an historic picture. Why would he,
as the picture is being taken, noticeably lean away from Malone? Maybe this is infusing more
into this amazing story, but is this a purposeful stance of respect? Was this Wilson’s way to
draw attention to the viewer of the picture to the great undercover agent, Mike Malone, an
unsung hero Wilson believed deserved much credit and respect? Upon his retirement, Wilson
told the press that Mike Malone was the “greatest undercover agent he ever knew.”

The spirit of Frank Wilson and Mike Malone never left our organization. Many in IRS-CI
leadership would have to agree that we see the same tenacity, investigative prowess and
dedication in many of our folks. It’s just another thing that imbues us all with more “pardonable
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pride.” We should never lose sight on what makes us great. That is, a succession of senior
agents, men and women, working in the spirit of Wilson and Malone, passing on the art of
following the money to successive generations. It’s our tradition. Evidence of it can be clearly
seen in our case work from then to now.
The letter Wilson crafted to Irey demonstrates the close friendship and admiration Wilson had
for Irey. It also demonstrates the gratitude Wilson had for Irey in looking out for him and
developing his career. Early on, Elmer saw the potential in Wilson as a leader. And through
Elmer’s mentoring and guidance, Wilson did become a great, influential leader, at a time when
our country needed his services the most. I can’t think of a better story to profoundly express
the importance of leaders taking time to invest in developing others.
When Wilson retired, he volunteered his time to the Atomic Energy Commission advising them
on major security matters. His consultations were invaluable to the security of our nation.
LEGENDARY AGENT MIKE MALONE, THE GREATEST UNDERCOVER AGENT EVER
Among the letters from agents Elmer received upon retirement is a letter from Mike Malone.

If legendary agents throughout all law enforcement had trading cards, the most valuable, most
desired would be that of Malone. Malone was the greatest undercover agent EVER in this
history of law enforcement. Malone infiltrated the Capone organization and lived with the
gangsters for close to three years. Malone was even invited and attended Capone’s going
away party. Malone was still undercover during the Capone trial. A few days into the trial he
broke his cover to shake down Capone’s bodyguard who Malone believed was carrying into the
courtroom a loaded revolver under his jacket to intimidate witnesses. After the conviction both
Malone and Capone end up in the same elevator. Capone turns to Malone and says, “You took
your chances, I took mine. I lost.”
Malone was the undercover agent on Waxey Gorden, Leon Gleckman, Huey Long Gang and
many other Capone like mobsters. No one in law enforcement ever came close to this long,
epic list of perilous undercover operations. You could not contain all his amazing work in one
movie. It would have to be a long running TV series. It was not uncommon that Malone would
have to talk his way out of jail. In one amusing operation in California he had to convince a
corrupt Sherriff that he was actually a crook rather than a federal agent in order to gain his
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release. This sheriff had a habit of locking up federal agents so they would not mess with his
rum running operations.
Malone was fearless, deeply committed. You have to remember, J Edgar Hoover would not
allow his men to do deep undercover operations back then. He believed it would expose them
to becoming corrupt and tarnish his beloved agency. Consequently, it was IRS through the
work of Malone and other Intelligence Unit undercover agents that pioneered this investigative
technique.
All of Malone’s career, he was referred to as Pat O’Rourke to conceal his identity. Elmer Irey
was a huge fan of Malone and spoke extensively of him in his book, THE TAX
DODGERS. About Malone, Irey states:
“O’Rourke is a paragon of virtue. He never smoked; he never drank and he knew and
knows more thugs, gangsters, cutthroats, and highwaymen than any other honest man
in the world. He is a small, grinning Beau Brummell who prides himself on the number
of friends he has gathered among the ladies and gentlemen he has had incarcerated
from coast to coast. He says, simply, that those friendships come in handy
occasionally”.
Elmer said O’Rourke “was born to his work” and “his specialty is living with the thieves
he is tracking down.”
A reporter once said of Malone (Pat O’Rourke):
“It is significant, in the true story of Al Capone’s downfall, that undercover agent Pat
O’Rourke acted with more heroism and took a greater risk than any member of the
Untouchables ever had. And it is ludicrous that while the Untouchables have been
bathed in an aura of synthetic glamour, Pat O’Rourke is completely unknown to the
public. But he doesn’t mind….The man is a rarity. He hates publicity”
There was a close bond between Elmer Irey and Mike Malone. Whenever a major case arose
and Elmer needed hard to get intelligence he simply called on his good friend Malone. Elmer’s
last assignment for Malone was sending him to the Bahamas to gather intelligence about
offshore tax havens and secret bank accounts. Irey and Malone both had great mutual respect
for each other. Malone was not a man of many words nor prone to wearing his emotions on his
sleeves. But in his letter to Elmer you can clearly sense how close the two were.
In 1987, Sean Connery received an academy award for his role in the movie, THE
UNTOUCHABLES. Connery’s character was named Jimmy Malone in honor of the great Mike
Malone. The movie was a shameful misrepresentation of what really happened during the take
down of Capone. Connery played a Chicago cop and did no undercover work. Maybe
someday a movie will come telling the true story of Malone. History has already written the
blockbuster script.
ELMER IREY, THE GREAT COLABORATIVE LEADER
The family provided several letters from Henry Morgenthau Jr., the secretary of Treasury from
January 1934 until FDR left office. If his name rings a bell it’s probably because Morgenthau
received considerable notoriety for an impactful role in financing FDR's New Deal. As with
many in the public and in government, Morgenthau Jr., admired Elmer Irey. One indication of
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this is seen in a photo provided by the family. It’s an autograph picture of Morgenthau to Elmer
dated January 24, 1934. Those with elite stature back then often engaged in the practice of
handing out autographed pictures to close associates and friends. The fact that Elmer got a
signed photo stating “with sincere regards” the first month Morgenthau entered office
demonstrates his particular interest in the man many considered a role model public
servant. Morgenthau sought out Elmer because he had a plan.

Right out of the gate, Morgenthau wanted to harness Elmer’s talents. Through
Elmer's leadership, Morgenthau saw the effectiveness of Treasury taking down large-scale
crime syndicates, when others wouldn't or couldn't. Morgenthau wanted to use his Treasury
Department to aggressively pursue organized crime and corruption, and he wanted Elmer to
play a big part. In February of 1934, the second month into his tenure, Morgenthau writes this
letter addressed to: "To Whom it May Concern."

The letter states:
“Mr. Elmer L. Irey, Chief of the Special Intelligence Unit, is hereby commissioned
as my special representative for the purpose of making confidential investigations
and inquiries in connection with matters affecting the Treasury. It is my desire
that the same recognition be given any request which he may make
for information that would be given to a request made by me."
Remember, there were several layers of senior leaders and Treasury officials above Irey. The
letter gave Irey incredibly broad authority. It really is unprecedented, especially considering
Morgenthau had never worked or associated with Elmer prior to his appointment as the
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Secretary of Treasury. It’s amazing what trust and faith others will place in you when your
reputation is big and admirable.
Even though Morgenthau saw the effectiveness of the Intelligence Unit, he was troubled by the
fractured state of federal law enforcement, in particular, the Treasury enforcement
agencies. There were turf battles and no cooperation. Even though they were all under the
Treasury umbrella, there was pathetically little coordination. No one was making a concerted
effort to talk to each other. To alleviate this huge inefficiency, Morgenthau endeavored to fold
all Treasury enforcement branches into one law enforcement unit, the projected size of which
would have been close to that of the FBI at the time. A certain federal law enforcement head
that worked under DOJ viewed this as a threat to his empire, and he took measures to ensure
Morgenthau would not get his wish. So, the super Treasury agency was never to
be. Consequently, Morgenthau went to plan B.
Soon after Elmer was given broader authority, he began informally promoting collaboration and
coordination among Treasury branches. This led to major successes going after opium
smugglers. Dovetailing off these accomplishments, in 1937, Morgenthau commissioned Elmer
to be the co-coordinator of all Treasury agencies. This included the United States Secret
Service, Bureau of Narcotics, Customs, the Intelligence Unit, and those officers in the United
States Coast Guard and the Alcohol Tax Unit whose duties have to do with enforcement. Here
is Morgenthau’s letter commissioning Elmer to this position:

What is interesting about this letter is that it gave no real authority to Elmer in terms of enforcing
coordination and directing investigations. It merely gave him the authority to call agency head
meetings and put procedures in place to foster coordination. Remember, J. Edgar put a stop to
Morgenthau creating a super agency with one leader. The individual agency heads still had the
ultimate say in the oversight of their prospective units. To many, this would seem untenable. It
was a “you are not really my boss” situation. Many of these agency heads had big egos and
were vying for attention and respect. It was not like Elmer was walking into a room of men
steeped in collegiality and eager to cooperate.
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Elmer had one powerful tool at his disposal: His reputation of unwavering character. No one
viewed Elmer as an empire builder or a man bent of self-glorification. The media was hungry for
Elmer stories but Elmer stayed in the background as much as possible to ensure his folks
received credit rather than he. When Elmer walked into the room, none of these agency heads
viewed Elmer as a threat. Through reputation he curried their respect from the get go.
Irey organized the country into coordination districts and delegated certain duties in each district
to a district coordinator, who held regular conferences with the supervisory officers of all the
services mentioned above. He encouraged these officers to discuss their problems and devise
ways and means whereby they can best help each other. Irey also established the first
Treasury Law Enforcement Training Center. That’s right, it was Elmer that started the academy
that later became FLETC.
In 1940, here is what Congressman John Cochran read into the Congressional Record
concerning the success of Elmer’s coordination work:
“The results have been highly gratifying. A difficult problem for any one of these
services immediately becomes a problem for all the Treasury services in the district, and
they pool their resources and manpower in order to bring the matter to a successful
conclusion from the standpoint of the Treasury Department. A fugitive from one of the
services becomes a fugitive from all the other Treasury services, and the officers of all
begin looking for him. A known violator of the laws enforced by one of the services
becomes known to all the services.
The officers of the coordinated services all receive the same basic training in matter
pertaining to their work. They sit in class side by side and become acquainted with each
other personally and officially. Each one knows something about of the laws the other
one is enforcing, and this knowledge is bad medicine for the criminal who seeks to break
any of the laws enforced by the Treasury department. Any method of investigation,
which proves particularly successful in one district, is immediately reported to the
coordinator, who disseminates the information to the other district.
The coordination of effort put into effect by Mr. Irey is not a theoretical or imaginary type
of assistance, which exists only on paper, but a practical, workable, and very real type of
cooperation, which works against the criminal from several different angles. This
coordination worked so well during 1939 that the Treasury enforcement activities were
responsible for commitment to Federal prisons of 64.3 percent of the total number of
persons committed during the year.”
If you didn’t catch that epic stat, let me repeat it. During Elmer’ tenure as co-coordinator over
64% of all federal prisoners were put there by Treasury agencies. And Elmer was still the Chief
of the Intelligence Unit up till 1942.
When Elmer retired he received an outpouring of letters from current and former colleagues and
associates. There were several from agency heads expressing their gratitude for his efforts
coordinating Treasury agencies. One letter that I find particularly telling of Elmer’s leadership
ability was from the head of the Bureau of Narcotics, Harry Anslinger. The letter is
accompanied by an autograph picture of Anslinger. Anslinger expresses his “sincere and high
regards” and is saddened that Elmer is leaving.
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Anslinger was well respected, but one of the bigger egos in the room. The letter is a testament
to Irey’s ability to gain supporters and foster collegiality even among the most rebellious
stallions.
In 1939, while Elmer was still co coordinator, Anslinger’s agency brought to trial one of the most
notorious kingpin gangsters, Louis Lepke, a founding member of Murder, Inc. A bit of trivia:
later in Anslinger’ s career he gains more notoriety as the guy that came up with the term, “The
Mafia.” Anslinger was passionate about collecting detailed intelligence on the major crime
families. He was the first to do this. In the spirit of Elmer, Anslinger offered his detailed reports
on the crime family organization to other law enforcement. J. Edgar, however, was vocal about
his belief that there was no organized crime and dismissed Anslinger’s reports. Anslinger did
not take kindly to Hoover’s attitude towards his body of work and so proceeded a long, bitter,
public battle between the both of them.
Concerning Elmer’s coordinating role, here are quotes from letters Elmer received upon
retirement his retirement in 1946:
“I have known for some time of the invaluable and splendid services you have
rendered to the department and to the causes of law enforcement in the United
States, and I want to express to you not only my own official and personal
appreciation of your work, but also the appreciation of previous Secretaries of the
Treasury under whom you have served. The Treasury Enforcement Agencies
have compiled an enviable record and it is in very large measure a direct result of
your untiring efforts, particularly your insistence of the need for close cooperation
among the various Agencies”.
JOHN SNYDER, Secretary of the Treasury 1946
“I have been privilege to know and be associated with you and a distinct honor to
have been a member of a law enforcement committee of which you are
coordinator. I would be remiss if I failed now to tell you how deeply I appreciated
your wise counsel and advice on numerous occasion; your sympathetic
understanding of the many problems that were presented to you, and the nice and
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easy manner in which you solved question which would seem to be well high
impossible of solution”.
Frank Pollio, Captain U.S. Coast Guard.
“You have been to us a constant inspiration and a tangible support on which we
have always counted heavily, and in making this statement we are sure we speak
for every member of the group we represent.”
LETTER SIGNED BY various Treasury Agent supervisors
“The coordination setup under your guidance has proved definitely successful,
and has resulted in invaluable aid to the various Treasury Agencies”
Sydney Franken, Agent in Charge U.S. Secret Service
“You’ve really kept us busy for so many years that I won’t know what to do when
you actually go into that richly deserved retirement.”
James Bennett, Director of bureau of Prisons
Even though he was no longer the Secretary of Treasury, Morgenthau took the time to send his
friend a letter upon Elmer’s retirement. It states, “As you round out this period of service, I want
to tell you again, as I have told you in the past, what a great contribution you have made to the
Department and through it to the entire country. We are proud of you and of the record you
have made here.”
When we think of Elmer’s leadership accomplishments as the co-coordinator, we may be
reminded of a famous quote by Dwight D. Eisenhower: “Leadership: The art of getting
someone else to do something you want done because he wants to do it.” This is exactly
what Elmer did.
So, our badge not only has the legacy of the master detectives and “Giant Killers” but also that
of fostering collaboration and collegiality among all law enforcement.
THE CONGRESSIONAL RECORD
Among the various items provided by the family was a copy of the 76th Congress Congressional
Record.
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Normally reading the Congressional Record, with its lengthy discussions on legislation
proposals, would be a little more thrilling than perusing the Internal Revenue Code. But this
may be a major exception. This portion of the Congressional Record contains a speech from
Congressman John Cochran, Chairman of the Expenditure Committee.
It was back in 1940, and Congressman John Cochran brought to the floor a discussion on an
appropriation bill that would fund our agency. In his speech, Congressmen Cochran (who
seems to have been a fan of the Intelligence Unit) discusses our accomplishments to bolster
support for the appropriation request. In doing so, he may have caused the inclusion of one of
the more fascinating transcriptions in Congressional record.
His speech reads like a treatment for a blockbuster movie or a major crime novel outline. He
starts off by summarizing the amazing accomplishments of the Intelligence unit. Here are
several excerpts from this testimony:
“Mr. Chairman, for the past 6 or 8 years, every time this appropriation bill has been
under consideration, I have taken the floor to call the attention of the membership and
the country to the work of a Division of the Bureau of Internal Revenue, the Intelligence
Unit. I admit that at times my statements sounded like a detective story.”
“This organization has no publicity agent, nor information service. It is not on the first
page of the papers every day; but as I have previously stated many times over every
dollar it expended in recent years it has brought into the Treasury of the United States
annually an average of $30 in addition to expenditures in taxes and penalties.”
“When law enforcement broke down, especially in the large cities of the country, it was
this unit that went in and by its investigations of income-tax evasions brought about
indictments and sent some of the most notorious gangsters of the country to the
penitentiary. Some of the cases are outlined in his testimony. Mr. Irey was required to
tell the Committee on Appropriations what his unit was doing to justify his expenditures,
and as a result for the first time an official statement in regard to the activities of his unit
is available.”
“I understand that Mr. Irey testified off the record as well as on the record. If the true
story of his activities could be put in book form it would be classed as one of the best
sellers in the United States.”
“As I told you in some of my other speeches, this unit broke up the Capone gang in
Chicago and sent Al Capone and his associates to the penitentiary, as well as other big
racketeers in New York and other cities.”
“It was this unit that demanded, as the hearings disclose, that before the Lindbergh
money was paid they must take a record of the numerals on the bills. They did not want
to do it, but Mr. Irey and his men insisted, and as a result they discovered at the time the
gold certificate was passed at the oil-filling station that it was part of the ransom money
by the number on the bill.”
“They have comparatively only a small unit, and I have continually urged that when a
Government agency can bring into the Treasury of the United States $30 for every dollar
it expends, it is sound business practice to give them plenty of dollars so that they will
bring in plenty of $30. There is no increase for the unit provided in this bill, but I
18	
  
	
  

HISTORY	
  –	
  IRS-‐Criminal	
  Investigation	
  (IRS-‐CI)	
  

understand at a future date consideration will be given to the suggestion that additional
agents be provided for. I sincerely hope when the matter comes up that the
Subcommittee on Appropriations handling the bill will report favorably upon this
recommendation, because it is a unit that deserves to be supported in view of its record
of the past. [Applause.]”
You read it right; the entire House erupts in applause. That’s how much they valued our
contributions to America.
After Congressmen Cochran summarizes the accomplishments he then has Elmer Irey’s
testimony read into the Congressional Record. Elmer was previously called before the
subcommittee on Appropriations to summarize the accomplishments of our division. Elmer
masterfully weaves the facts of major takedowns into engaging stories and regales the
committee with crime fighting tales of investigative prowess. And on a few occasions, he throws
in a bit of witticism and humor, always with class and good intentions because that was Irey’s
style. What follows is a text conversion of the document provided by the Irey family. I highly
encourage you to read this, it summaries your amazing legacy.
PROCEEDINGS AND DEBATES OF THE 76 CONGRESS, THIRD SESSION
INTELLIGENCE UNIT, BUREAU OF INTERNAL REVENUE, COLLECTS OVER $30 IN
REVENUE FOR EVERY $1 EXPENDED
SPEECH OF HON. JOHN J. COCHRAN OF MISSOURI IN THE HOUSE OF REPRESENTATIVES
January 24, 1940
Mr. COCHRAN. Mr. Chairman, for the past 6 or 8 years, every time this appropriation bill has been under Consideration, I have
taken the floor to call the attention of the membership and the country to the work of a Division of the Bureau of Internal
Revenue, the Intelligence Unit. I admit that at times my statements sounded like a detective story. It	
  was because I was restricted
in my remarks as the law prevented the Department from giving any information relative to the activities of this important unit.
The only time its activities were brought to the attention of the public was when an indictment was returned in a Federal court.
I am pleased to note this subcommittee for the first time has called before it the head of this unit, Mr. Elmer Irey, a
career man. I might add that every man under his control likewise has a civil-service status. He testified at length. I invite you to
read the hearings.
This organization has no publicity agent, nor information service. It is	
  not on the first page of the papers every day. But as I have
previously stated many times over every dollar it expended in recent years it has brought into the Treasury of the United States
annually an average of $30 in addition to expenditures in taxes and penalties.
When law enforcement broke down, especially in the large cities of the country, it was this unit that went in and by its
investigations of income-tax evasions brought about indictments and sent some of the most notorious gangsters of the country to
the penitentiary. Some of the cases are outlined in his testimony. Mr. Irey was required to tell the Committee on Appropriations
what his unit was doing to justify his expenditures, and as a result for the first time an official statement in regard to the activities
of his unit is available.
Mr. McCORMACK. Mr. Chairman, will the gentleman yield?
Mr. COCHRAN. I yield to my friend from Massachusetts.
Mr. McCORMACK. This unit has many other activities besides that. It	
  makes many investigations of applicants for various
appointments in the Federal service, as we all know; so that when the gentleman says it has brought in $30 for every $1
expended, in	
  that expenditure is included a substantial amount for activities not related to detecting those who either avoid or
evade the payment of taxes.
Mr. COCHRAN. The gentleman from Massachusetts is	
  correct. It	
  also investigates the application of every man who applies for a
position in the Internal Revenue Bureau-in fact in the Treasury Department. It	
  investigates the application of every lawyer and
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accountant in the United States who wants to practice before the Treasury Department. It investigates any case that is assigned to
it by the Secretary of the Treasury, but it stays within the Treasury Department. I understand that Mr. Irey testified oft' the record
as well as on the record. If	
  the true story of his activities could be put in book form it would be classed as one of the best sellers in
the United States. There is not a section of the country they have not invaded.
It	
  was this unit that demanded, as the hearings disclose, that before the Lindbergh money was paid they must take a record of the

numerals on the bills. They did not want to do it, but Mr. Irey and his men insisted, and as a result they discovered at the time the
gold certificate was passed at the oil-filling station that it was part of the ransom money by the number on the bill. They stepped
into that case because the man who secured the ransom money was required to pay income tax to the Government. That was the
only way the Government could get into the case at that time because the kidnaping act of which I was coauthor had not up to
that time been enacted into law. Nor had the extortion law of which I am the author been enacted at that time.
As I told you in some of my other speeches, this unit broke up the Capone gang in Chicago and sent Al Capone and his associates
to the penitentiary, as well as other big racketeers in New York and other cities.
They turned their evidence over to the Attorney General, and it is upon the evidence, which they collect that the Department of
Justice prosecutes. There is not only a criminal but also a civil liability against the tax evader. They not only send the man to the
penitentiary but they likewise require him to pay that which he owes the Government. No matter what sort of income it may be,
even the loot a bank robber might r receive by robbing a bank, it is subject to the income tax laws.
They have comparatively only a small unit, and I have continually urged that when a Government agency can bring into the
Treasury of the United States $30 for every dollar it expends, it is sound business practice to give them plenty of dollars so that
they will bring in plenty of $30. There is no increase for the unit provided in this bill, but I understand at a future date
consideration will be given to the suggestion that additional agents be provided for. I sincerely hope when the matter comes up
that the Subcommittee on Appropriations handling the bill will report favorably upon this recommendation, because it is a unit
that deserves to be supported in view of its record of the past. [Applause.]
If	
  permitted under the rules, I would include as part of my remarks the entire testimony of Mr. Irey.

Time will not permit me to go into the activities of the Bureau of Internal Revenue, as I would like. Too much credit cannot be
given to Commissioner Helvering and his assistants for their efficient service. While I believe in economy for this Bureau, which
brings in our main revenue, we should be liberal in our appropriations. By curtailing the activities of the Bureau as a whole, many
a taxpayer who has evaded taxes escapes, as it is absolutely impossible under existing personnel to cover all the returns made
annually.
In speaking today I confine myself to the Intelligence Unit. My attention is directed to one outstanding case settled a little over a
year ago. This case has never been brought to the attention of the Congress or the public before. It shows you how far their
activities go. Five of the leading distillers of Canada moved with full speed ahead during the prohibition period, shipping through
agents along the border an unknown quantity of liquor into this country. Jointly with the Customs service and the Alcohol Unit of
the Bureau of'	
  Internal Revenue, a thorough investigation was made, as a result of which a very large assessment with additional
penalties was levied against the distillers for violation of our prohibition laws. One would wonder how we could require them to
pay. It	
  was possible to refuse them permission to do business in this country if they did not meet the demands. After long
discussions it was finally agreed to accept about $3,000,000. This amount was paid. This one item was sufficient to cover the
expenses of the Intelligence Unit for 3 years.
The Louisiana cases received considerable space in the hearings. In answer to the questions of Mr. TABER, Mr. Irey explained
his Bureau had nothing to do with the prosecution of the cases other than submit its evidence, which it did. It was shown that one
man was tried and convicted, while in the second trial another defendant was acquitted. Following that acquittal over 20 cases
were dropped. The record shows this was through no fault of the Bureau of Internal Revenue. Despite the fact that only one
individual was convicted, Mr. Irey showed about $2,000,000 was collected in additional taxes, penalties, and interest. Even if one
escapes conviction on the criminal charge, the civil liability is still prosecuted by the Bureau of Internal Revenue.
The amount collected as a result of investigations, according to Mr. Irey, does not in any sense represent the sole value of the
work of the agents of the Intelligence Unit and the Revenue agents associated with them. Invariably, he said, following a
conviction there is a tendency on the part of taxpayers to discover a mistake in their returns and they voluntarily come in, make
an amended return, and pay additional taxes, penalties, and interest, fearing they might be the next to be prosecuted. Mr. Irey
pointed out that, following the Capone conviction; two Chicago individuals voluntarily filed amended returns, paying
approximately $200,000 and $238,000. At the time the agents had no information concerning their evasions.
The story of Kanekichi Yamamoto, Japanese of Seattle who had long been suspected of illegal narcotic and smuggling activities
is interesting. In cooperation with narcotic and customs inspectors, as well as a representative of the Tokyo police, they
interrogated Yamamoto, and he boldly stated he found the United States so lax in law enforcement, he said he had found it
necessary to have several Japanese killed for the best interests of the Japanese people on the western coast. He admitted he had
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been in the illegal narcotic business. The man had extorted large sums of money from Japanese people in this country. He was
sentenced to the penitentiary and later sent back to Japan. Yamamoto pleaded with the officials not to prosecute him, and
promised, if	
  any Japanese again became involved in the narcotic business, he would deliver the individuals to the proper
authorities in a sack, and it would only be necessary to bury them.
Another case where the Intelligence Unit cooperated with other agents was in the case of a resident of Switzerland, who was
found to have $20,000 in gold eagles in a safe deposit box in the Chemical Safe Deposit Co., in New York City, which had not
been reported to the United States as required. With the Secret Service it was disclosed the man had large bank deposits in New
York made money on the stock market. He had failed to report an income of $200,000. Liens were placed against his money, and
taxes and penalties, as well as interest, recovered
COORDINATION OF TREASURY ENFORCEMENT UNITS
	
 
	
 
	
 

In addition to performing his duties as Chief of the Intelligence Unit, Mr. Irey also acts as coordinator for the Treasury
enforcement agencies. Several years ago Secretary Morgenthau had the foresight to direct the closest cooperation of the different
Treasury agencies in an effort to stamp out smuggling. As a result of the coordination of the activities of the Bureau of Customs,
.the Secret Service, the United States Coast Guard, the Bureau of Narcotics,	
 the Alcohol Tax Unit, and the Intelligence Unit,
smugg1ing was reduced to a minimum.
The experience gained in organizing these services to combat smuggling and the success attained caused the Secretary of
Treasury to broaden the coordination objective by including all laws enforced by the Treasury Department.
Hon. Herbert E. Gaston, Assistant Secretary, was designated to handle for the Secretary General supervision of matters pertaining
to coordination, and Mr. Irey was appointed Coordinator of the Treasury Enforcement Services, which include the United States
Secret Service, Bureau of Narcotics, the Intelligence Unit, and those officers in the United States Coast Guard and the Alcohol
Tax Unit whose duties have to do with enforcement.
In this capacity, Mr. Irey has organized the country into coordination districts and delegated certain duties in each district to a
district coordinator, who holds regular conferences with the supervisory officers of all the services mentioned above. These
officers discuss their problems and devise ways and means whereby they can best help each other. The results have been highly
gratifying. A difficult problem for any one of these services immediately becomes a problem for all the Treasury services in the
district, and they pool their resources and manpower in order to bring the matter to a successful conclusion from the standpoint of
the Treasury Department. A fugitive from one of the services becomes a fugitive from all the other Treasury services, and the
officers of all begin looking for him. A known violator of the laws enforced by one of the services becomes known to all the
services.
The opium smugglers first felt the force of coordination. They were so intent on perfecting plans to circumvent the watchful
patrols of customs officers that they completely overlooked the cordon thrown around them by the United States Coast Guard
which trailed ships and picked up their packages as fast as they threw them overboard.
The drug peddlers thought they knew the agents of the Bureau of Narcotics well enough to keep out of their way/when plying
their revolting trade of selling to satisfy the depraved appetites of victims of the drug habit, but their plans miscarried because
alcohol tax men, who are also Treasury men, were on their trail and helped catch them in their violations.
Alcohol-tax agents fly with Coast Guard pilots and spot stills located in woods and communicate by radio with brother officers
located in automobiles and direct them to the location of the stills. The time which elapses between the moonshiner craning his
neck at a plane flying overhead and the arrival of the alcohol-tax agents is usually short enough to surprise the illicit liquor
manufacturer so that he is apprehended and on his way to jail almost before the airplane is out of sight.
Each district issues a directory giving the name and location of all Treasury officers and other law-enforcement officers in the
district. This directory is placed in the hands of all State and city officers so that, for instance, when the patrolman or State police
officer finds a counterfeiting plant he has only to consult his Treasury directory to find the telephone number of the nearest
Treasury agent. A call brings the nearest Secret Service man, who immediately takes over the premises and any prisoners.
The officers of the coordinated	
 services all receive the same basic training in matter pertaining to their work. They sit
In	
  class side by side and become acquainted with each other personally and officially. Each one knows something about of the
laws the other one is enforcing, and this knowledge is bad medicine for the criminal who seeks to break any of the laws enforced
by the Treasury department. Any method of investigation, which proves particularly successful in one district, is immediately
reported to the coordinator, who disseminates the information to the other district. The coordination of effort put into effect by
Mr. Irey is not a theoretical or imaginary type of assistance, which exists only on paper, but a practical, workable, and very real
type of cooperation, which works against the criminal from several different angles. This coordination worked so well during
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1939 that the Treasury enforcement activities were responsible for commitment to Federal prisons of 64.3 percent of the total
number of persons committed during the year.
MR. IREY'S TESTIMONY
Mr. Chairman, I included as part of my remarks the following part of Mr. Irey's testimony included in the hearings on the
pending bill:
The Intelligence Unit was organized some 20 years ago by the then Commissioner of Internal Revenue, Daniel C. Roper, and the
then Secretary of the Treasury, CARTER GLASS. It had a twofold purpose: First, to investigate the large-scale evasions of
income taxes developing with the increased war rates; and, second, to keep the Bureau itself free of wrongdoing among its
personnel; and this Unit now an organization of some 300 agents and clerks, who regularly return to the Treasury many millions
more in revenue than they expend.
When I was originally requested to set up the Unit, the Post Office Inspection Service was generous enough to send along with
me five of my colleagues whom I considered "tops" in investigational work. They are still in the service of the Treasury.
NATURE OF WORK AND ACCOMPLISHMENTS OF UNIT IN TAX EVASION
CASES
The principal work of the Unit has been the investigation, in cooperation with internal-revenue agents and deputy collectors, of
tax-fraud cases.
During the fiscal year ended June 30, 1939, approximately $39,000,000 in additional taxes were recommended in cases
investigated by our special agents, in cooperation with revenue agents and deputy collectors, working on an allotment of a little
more than a million dollars from the Bureau of Internal Revenue appropriation, and during the period since the organization of
the Unit a grand total of $476,573,129.62 in deficiencies has been recommended for assessment.
In addition, during that time 947 individuals have been convicted of income-tax evasion. Included in that number are many
enemies of society, gangsters, and murderers, who have been sentenced to the penitentiaries as the result of income-tax charges,
and thus, as an incidental result of cheating the Government, their illegal activities have been cut short. Many dishonest public
officials have met a similar fate.
The major amount of fraud work, naturally enough, relates to income taxes. The income-tax cases investigated by special agents
represent a group which by their nature would not have developed additional tax except by extensive inquiry and persistent
investigation as Income is usually concealed by many clever and devious schemes which would not be unearthed in the usual tax
examination.
Case of Moses Parshelsky
One such case was that of Moses Parshelsky, of Brooklyn, whom had derived enormous profits from the sale of real estate which
he had not reported for income-tax purposes, and which had been concealed from the Government in the income tax returns filed.
After an exhaustive special investigation under the supervision of special agents covering a 2-year period, Parshelsky was
brought into court on charges of income-tax evasion, entered a plea of guilty, and paid $2, 900,000 to the Government in
settlement of his liability.
Case of E. M. Smith
Another interesting case was that of E. M. Smith, who prior to 1912 was an oil-field worker in California. In that year he entered
business for himself in Los Angeles, and in about 1920 secured control of patents covering a machine for the perforating of oilwell casing and pipe. These machines proved valuable, and through the operation of them Smith was enabled, during the period
from 1920 to 1930, to enjoy profits of several million dollars. These profits were in a large measure concealed for in come-tax
purposes through various schemes which were unearthed by special agents' investigation, Criminal proceedings were instituted,
and, following a plea of guilty, Smith was sentenced to the penitentiary for a term of 18 months. He paid $1,300,000 into the
Treasury in settlement of the tax liability Involved.
Cases of Capone, Gardon, Gleckman, and Torrio
Many other cases involving prominent and influential businessmen could be cited, but better known, perhaps, are those cases in
which the Intelligence-Unit has been successful in obtaining convictions of well-known racketeers, such as Alphonse Capone, of
Chicago; Waxey Gordon, of New York; Leon Gleckman, of St. Paul; and John Terrio, of Chicago and New York.
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The cases of Al Capone and Irving Wexler, alias Waxey Gordon, are too well known to require extensive comment. Each was a
powerful racketeer in his respective community whose career of violence had gone unpunished until the Intelligence Unit
instituted income tax investigations. The special agents gathered sufficient evidence to send both to the penitentiary for long
terms. Judge Coleman, who stated in open court as follows, commended the careful, painstaking work of the agents in the
Gordon case:
“It is my firm conviction that never in this court, or any other court, has there been such fine work done, either on behalf of the
Government or of any private client, as has been done by the agents and the Government attorneys in this case. These agents who
unquestionably could have received fabulous sums had they been willing to deviate from the straight line of their duty, or even to
relax their diligence, have gone ahead and have accomplished a collection of evidence such as is truly astounding."
John Torrio was prosecuted last April on charges of income-tax evasion and pleaded not guilty. This individual controlled
racketeering activities in Chicago prior to the rise of AI Capone and left that city in 1925 after he had narrowly escaped death
from gangland bullets. He tried to conceal his connection therewith by having the stock held in the names of others. Special
agents, previous to the trial, had obtained information that Torrio was connected with the Pendergast-Davies Co. of New York
City, and had obtained the testimony of a bookkeeper of the company to this effect. During the trial this bookkeeper suffered a
loss of memory and could not recall whether Torrio had been connected therewith. By the application of a chemical to the books
of the concern, which was done before the jury in open court, a special agent was able to bring forth next to entries on the books
of the concern the initials "J. T.," which stood for John Torrio, and which had been erased therefrom. In the face of this evidence
Torrio changed his previous plea of not guilty to guilty and was sentenced to 2 to 12 years in the penitentiary. He also paid
$104,000 to discharge his income-tax liability.
Leon Gleckman, prior to 1934, was a power in politics in St. Paul, and had been engaged in numerous illegal enterprises, which
had caused him to be characterized in the press as Public Enemy No. 1. It was exceedingly difficult to obtain any record of his
transactions, due to the caution with which he handled them. This difficulty extended into the criminal proceedings when every
legal device was tried in an effort to forestall his trial. He was first tried in April
1934, but the jury was discharged when it could not reach an agreement. In November 1934 Gleckman was again tried and this
time a conviction was obtained, for which he was sentenced to serve 18 months in the penitentiary and to pay a fine of $10,000.
In 1937 a special agent had occasion to examine the books of the Republic Finance Co., of St. Paul, owned by Gleckman, and he
observed the name of Bernard A. Fuchs, a juror in the first trial and one of those who was holding out for acquittal, as having
received unpaid loans of $675. Fuchs was immediately interviewed concerning these loans and finally admitted that he had
received these sums from Gleckman the day following the disagreement of the jury In May 1934. Fuchs and Leon Gleckman
were tried for contempt of court for jury fixing, and found guilty, Gleckman being sentenced to an additional 6 months in the
Minneapolis workhouse.
This case has received wide publicity, due to the prominence of the individual involved and the many legal points, which were
the source of controversy both in the Circuit Court of Appeals and the Supreme Court. The conviction of Leon Gleckman is one
of the outstanding achievements of the Intelligence Unit in recent years.
Case of William H. Malone
In addition to the investigation of racketeers, this organization has been called upon to inquire into the tax liability of public
officials suspected of accepting graft. One such case was that of William H. Malone, of Chicago, who for many years prior to
1937 was a member and chairman of the Illinois Tax Commission. Malone was found guilty of tax evasion and was sentenced to
years in the penitentiary and to pay a fine of $5,000 for evasion of $59,000 income taxes.
The Illinois Tax Commission had charge of the equalization of property assessments in Illinois, and the special agents'
investigation disclosed that Malone had received approximately $790,000 in currency from undisclosed sources, which he
refused to explain, some of which, however, was ascertained to have been received from large corporations for official favors in
reducing assessments. Oddly enough, Malone toured Illinois in 1928 as a champion of tax reform, and accused the taxing
officials of Cook County, Ill., of being "tax fixers." He fled to Germany while the grand jury was considering his tax case, but his
activities were kept under watch through the cooperation of the State Department. On his departure by boat for the United States,
special agents apprehended him when the boat reached this country.
Case of Thomas J. Pendergast
More recently and far more outstanding of this type of case is that of Thomas J. Pendergast, so-called political boss of Kansas
City, Mo., who was recently sentenced to jail for 15 months and a $10,000 fine on charges of income-tax evasion, to which he
pleaded guilty. The investigation developed that Pendergast had defrauded the United States of income taxes totaling 420,983.13
for the years 1927 to 1937, inclusive. Of the unreported income, the largest item totaled $315,000, which Pendergast had received
in 1935 and 1936 in connection with the settlement of the Missouri 16%-percent insurance rate litigation.
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In December 1929 the five insurance companies doing business in Missouri applied for a 16% percent increase in rates, which
increase was challenged by the superintendent of insurance for the State of Missouri. In the subsequent litigation the additional
premiums were impounded and totaled approximately $11,600,000, of which approximately $9,900,000 was under control of the
Federal court. In 1935 agreement was reached and approved by the Federal court for the distribution of the latter sum in the
proportion of 50 percent to the five insurance companies, 20 percent to policyholders, and 30 percent to C. R. Street and J.
Folonie, trustees for the insurance companies for expenses. It was discovered that in May 1935 Street received $100,500 from
the various insurance companies, which he had not reported on in his tax return.
I might say, as a matter of information, that that amounts discovered by a revenuer in the regular course of the examination of a
firm of lawyers. This item of $100,000 did not appear in their return. The agent questioned them about it, and their answer was
that they were simply putting it through as an accommodation for another person C R Street. That was what led to the
development of the case.
When questioned, Street refused to state what disposition was made of it and filed an amended return including the additional
sum. In 1933 Street received and additional sum of totaling $345,582.63, which with the other sums made a total of $460,000,
paid him by the insurance companies. Street died while the investigation was in progress.
By intensive investigation the agents were able to determine that this money was distributed at the direction of T. J. Pendergast
and that an individual had brought $330,000 in cash from Chicago to Kansas City and delivered personally to Peudergast. Of this
sum, Pendergast retained $250,000. Altogether Pendergast received $315,000 in this deal and in addition derived considerable
other income which he failed to report for income-tax purposes.
Tobacco tax racket
In addition to income-tax cases, special agents of the Intelligence Unit have devoted time to other tax evasions. In 1935 and 1936
a determined drive was made to stamp out a tobacco tax racket in Boston and New York City, in which, the Government was
being defrauded of thousands of dollars annually.
In Boston and New York a force of investigators, dressed to represent the low-income class, made many purchases of cigarettes
which were uniformly found to have either no stamp thereon or washed or reused stamps in violation of law. These activities
culminated in simultaneous raids on numerous manufacturers, and in Boston 21 individuals were taken into custody and several
factories confiscated. In New York similar simultaneous raids resulted in 25 manufacturers being taken into custody and their
property forfeited to the United States.
Gases of evasion of gasoline and oil taxes
Another type of case in which the Intelligence Unit has concentrated its efforts relates to evasion of the gasoline and oil tax of 1
cent, a gallon, particularly by those who are producing oil in excess of the production quota and are handling what is known as
"hot oil." To date criminal proceedings have been instituted against 25 Individuals who have been charged with evading this tax.
Social security tax evasions
Many instances of evasion of the social security tax laws have been referred to the Intelligence Unit for investigation, and to date
several criminal prosecutions have been instituted against persons who have failed to discharge their liability in this respect.
Violations of Firearms Act
A discussion of tax frauds should also include those cases involving violation of the National Firearms Act. Seventy-six
individuals have been convicted and sentenced to prison for violation of the National Firearms Act since the Intelligence Unit has
participated in its enforcement.
Fries & San Steel Go. income-tax case
One of the odd income-tax cases investigated was that of the Fries & Son Steel Construction & Engineering Co., of Lexington,
Ky., which was engaged in the business of construction and erection of jails and the construction of prison cells. This is an
example of the old adage that "familiarity breeds contempt." The owners of this concern failed to show on the books of their
corporation payments received for the construction of the jails and prison cells; and after an investigation disclosed that they
owed approximately $14,000 additional income taxes, criminal proceedings were instituted against them and a plea of guilty
entered. Approximately $20,000 was paid in satisfaction of the civil liabilities involved.
Lloyd and Ethel Prewitt income-tax case
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Another unusual case involved Lloyd M. Prewitt and his wife, Ethel Duncan Prewitt, of Los Angeles, Calif. Mrs. Prewitt
founded the First Church of the Apostles, Inc., and presided over that church as pastor under the name of Rev. Ethel Duncan. She
also organized at Long Beach, Calif., what was known as the "Church of the Revelation” where fortune-telling meetings were
held. Mrs. Prewitt claimed to be endowed with a “divine gift" which empowered her to see into the past, present, and future, but
this "gift" failed to show her that she and her husband had profited extensively from her activities and owed the Government
approximately $8,000 income taxes for the years 1929 to 1932, inclusive, Which was ascertained by the special agent who
investigated their activities. Criminal proceedings were instituted against these individuals, and defendant entered a plea of
guilty for failure to file income-tax returns. They were tried for evasion and found guilty, each sentenced to $2,500 fine, and
placed on probation for 5 years
Motion-picture stars tax evasion cases
We had a situation in California several years ago in which a great many movie stars- I think about a hundred-were involved.
Evasion of taxes was current through the State, due to the manipulations of certain accountants, and following our investigation
we prosecuted and convicted five such accountants, one a woman, who court sentenced to 2Y, years.
They were all accountants, and they were suggesting methods of evasion to the movie people. There were 22 movie people who,
we believed, had a real intent to evade the payment of income taxes, and they were either convicted or pleaded guilty. There was
a recovery of a little over $2,000,000 from the group.
Activities of the Lindbergh case
Within 2 or 3 days after the Lindbergh baby was kidnaped, Al Capone, Al Capone, who was then in jail awaiting the disposition
of his appeal, sent word to Colonel Lindbergh that he could apprehend the kidnapers if he were released.
Colonel Lindbergh telephoned the Secretary of the Treasury and asked for a conference with me. I went to Hopewell, N.J., for
that conference. Colonel Lindbergh agreed with me that Capone could not be of any help to him. On the request Colonel
Lindbergh made to the Secretary, our organization was assigned to work with him in the development of evidence, which we did,
for a period of 20 months.
At the time he paid over the ransom money it was our agents who insisted that the bills be listed as to numbers and that there be
included in the package of currency a certain number of gold certificates.
It was the payment to a gasoline-station attendant of one of these numbered gold certificates, as you will probably recall, that led
to the capture.
Colonel Lindbergh objected quite strenuously to the listing on the theory of wanting to keep faith. He had indicated in his
newspaper advertisements that he would keep faith with the kidnapers, and he felt that keeping such a list might not be doing so.
But we insisted that this be done. It was our thought that unless this list was made we could not continue in the case, as failure to
do so might be construed as compounding a felony. Upon our urging, he permitted us to list the numbers.
The night the money was paid over a note was delivered to Mr. Condon indicating that the baby was on a boat at Martha's
Vineyard.
Early the following morning Colonel Lindbergh, Colonel Breckenridge, Condon, and I flew from New London, Conn., and down
around that neighborhood, constantly looking for the boat; of course, without success.

If you would like more information about our legacy here are books of Interest:
1. The Money Trail by Robert G. Folsom,
2. Get Capone by Jonathan Eig,
3. The Tax Dodgers by Elmer Irey and William Scolcum – available in used condition only,
4. The Giant Killers by Alan-Hynd – available in used condition only, and
5. Treasury Agent by Andrew Tully – available in used condition only.
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