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Alphonse Capone i3, without a doubt, the best adver-
't1zed and most talked of gangster in the United States
today. Reams and reans of newspriat and rmgazina paper
has been used up in exploiting il., Capone as the "Big Shod"
in his various activities sa ths boss of the 80~@alled
Cicero syndicats which carried on a very lucrative busi-
ness in menufacturing and selling beer and alecohol, oper-
ating gambling houses, z2nd houses of prostitution.

Al Capone has been mentioned {1 coaneciion aith prac-
tically every major crime camitted in Chicago within the
last fsw years; possidly some of ths stories are true, but,
nc doubt, a great deal of the atuff printed originated in
the fartile brow of some newspaper reporter or majazins
writer. ’ ' .

Al Capoms, a punk hoodlum, ceme to Chicago from New
Tork about 1920, aa a protage of John Torrio, who, at the
$ire mas a lieutenant of Jim Colisimo. The first heard of
Capone was 83 a bouncer in a notoricualy tough joint called
the "Tour Teuces™. In the course of time, Colisimo, follow-
ing the path of all good gangsters, was "bumped off™, and
Torrio took control. True to tradition, the guns again
began to blaze, but this time the person dehind the gun evi-
dently had poor aeyesight and Torrio, instead of going to the
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temotery, took a vacation in tho hoaspital. On getting out
Torrio evidently thought discretion the botier part of
valor, and migratad to New York. Thia left the field cleax
for Al Capone, who promptly amsclad in, and dues to free ad-
vertising in the newapapers bacame the "Big Shat", Capone, ths
im=mpe, Capone, the 1dol of the hoodlum element, Capone, the
dictator, free from arreat &and prosecution by the loecal po-
lice, due, no doubt, to his lavish speidding of money and
eiving brides. Scme tlme ago Capone was arreated oa a -
vagrancy charge, and the states attormey hed $0 dis=miss the
case for the reason that no policeman could dbe found ina
Chicago who xnew 41 Capone!

That Al Capone is shrewd, there ia o doubt, which, toge-
ther with his native Italian secretiveness, has made this
case a most dirTicult one to bandle, A) Capone never had
a bank acecunt and only on ons occasicn could it de found
where he ever endorsed a check, all of his financial transae-~
tions being made in currency. Agents were unnble to find
whers he had ever purchased any securities,thersfore, any
evidence secursd had to be developed through the tesatimony
of essccilates or others, which, through fzar of personal in-
Jury, or loyslty, was most difficnlt to obtain.

Thia exnmination, along with the cases of various other
Chicago gangsters, was assigned to Internal Revenue Agent
¥. C. Hodgins about tw0 years ago. With the assistance of
Special Agent 3. B, Tessem and A. A. daprtin, considaradls
work ¥as done, such as making an analysis of the Pinkert State
Bank remi<tance sheats and deposit slips for the years 1924 <o
1928, from whick liasts were complled of 2ll clearing checks
deposited or cashed showing the meker and last endorser.
Bang acccunts wers analrzed, witneases were interviewed, and
every scrap cf evidencs possible zas secured, on any of ths
gangsters, alweys with the oblect in view of sventually getting
enough evidence together to succsasfully progecuts Al Capone.

This cass caused such wide-spread interest that during
May, 1330, Izternal Ravenue Agents I. ¥, Clagett, J. L. Weatrich,
and Special Agent Frank J. Wilson, wers sent on from the sast
%0 asaiat in Lringing this case to a successful conclusion.
From this time on Special Agent Frank J, ¥ilsem took echarge of
the case, and an intansive campalign wvas prosecuted, developing
further avideace already secured and following up avery possi-
ble lead that might develop into anything of valus. Outsids
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help was solicited whensver possidle, ths United States
District Attorney's Offics was used when advantagetus, wit-
nessses wers brought to Chicago and kept under guard, raids
were mades, telephone wires were tapped, hundreds of witnesses
were interviewed, all with the object in view, not so much
to develop a tax case but to sustein a eriminal prosecu-
tion against Al Capcne, theareby restoring to a degree the
respect for Pederal Laws.that has not been in evidence

among the gangster class during the past few years.

That agants have basen successful is borne cut by the
fact that Ralph Capone was found guilty and is now under
a three-year sentence in Leavenworth, Kansas, and is now
cut, pending a dacision of an appeal. Jack Guzik wasg
indictéd, tried, found guilty,and sentenced to five years
in Leavenworth, Kansas, Ee is also at liberty on an appeal,

Fraank Nitto was indicted, pleaded guilty, and is now
serving en eighteen months’' sentence 1n Leavenworth, Xaa-
sas, OSam Guzik was indicted, pleaded guilty, and is now
serving a one-year mentence in Leavenwarth, Lammes. Louis
Lipschultz was indicted aad {s waiting trial. Al Capone
was indicted on various counts coveriag ths years 1924 to
1929, inclusive, and on June 13, 1931, pleaded guilty to
all counta in the indictmenta, sud is now waiting to be
sentenced. See Exhibit T.

On Zzy 1, 1924, a gambling estabdblisiment was coampenced
in Cicersc under the neame of the Eawthorne Smcke Shop. Dur- ,
ing the years 1924, 1325, 1926, 1927 and 1928, this gambling
establisionent was raided fram time to time and discontinued
for shar¥ periods, and moved from one place of business to
another in the immediate neighborhood, but was the same bus-~
iness aperated by the same people. The government has a -
book record made by one of the mmnaging operators, Peter
Penovich, during the year 1924, and covering its transac-
tions during that year, and by a dogkkesper, L, A. Shumwwmy,
during the year 1928 and until April 26, 1928, (the death
of States Attormey YcSwiggan). The book record shows net

Profits for the year 1924 of approximately 3300,000.00 for the

year 1925, of apmroximately 2117,000, and for the four months
of January, Pebruary, Maren and April, of 1928, of $170,000.
See Exhidbit A,
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Ths Yookkaseper refarred to will also testify that dur-
ing the year 1924, Al Capons, Jack Cuzik, Frank Nitto,
Ralph Capone, Louis Alterie, Dion O'Banion, Louis La Cava,
and Johany Torrio, came to this gambling estahlishment
and the Operating manager requested -the bookkeeper to step
cut, inasrmich as thess men desired to discuss soms confi-
dential ratters relating to the -business. The bookkeeper
will also testify that Al Capons was very frequently in the
place and converased with the two operating managers of the
business, and on one occesion he heard Al Capone suggeat.
to them that ecertain people be employed. On ore occasion,
Al Capone asked him what he, the bookkeeper, would do if he
were held up some tinme on his way to the bank with the pro-
fits of the business, and he replisd that he would do noth-
ing, sinmply let them take the money. Al Capone answered
that that would be the carrect thing to do. On ths occa-
sion of a raid on Derby Day, Hay 17, 1925, which will de
mentioned more fully later, Al Capone directed this book=-
keeper to get the funds which were in the anfe, which con-
sisted of a rather largs amount of money, the exact amount
not dsterminable, and remove thm fram the place that was
being raided.

Cn the occesion of & raid which followed the murder
of States' Attorney MeSwiggan in 1926, this bookkeeper, at
the direction of ona of the overating managers of the
business, removed scme 284,000 from the sars of tha gaub-
ling establiskment and in compeny with this operating man-
ager met Louis La Cava, Jack Guzik and Frank Nitto at the
Atlantic Hotel and paid the monsy over to Louis La Cava.
Just about two weeks prior to this payment, Al Capone and
Louis lLa Cava had opened a joint safe daposit vault which
neither could open except in the presencs of the other.
This safe deposit v=ult was visited occasionally for a short
time both befors and after this payment by Al Capone, and
10!11_3 La Cava.

-

On Dexrby Dey, May 17, 1928, this gambling establishment
was raided by a posse of deputy sheriffs under the leadership
of a minister and a groap of other citizens constituting a
citizen's welfare organization fram the western part of Chica-
€°. When this raid bad first started, al Capone appeared on
the scems unshaved, with his clothes drewn on hastily over his
pajamas, and tried to secure admission. He was intercepted
at the door and then made the statement that he was ths owner
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of the place, whereupon he was acmitted. This statement
wos repeated before two raliable witnssses. Um coaing

into ths establisbment vwhers the raid was in progress, he
turnad to the minister and mmtiexred a threat to the effect,
"™This is the last raid you'll ever pull on me.® He went
over to the till and started stuffing money into his pockets.
end designated a certain employese thers to take charge of
the other money on bhand. He also saild, "What are you fel-
lows alweys picking on ms?" Hs them left and sometime

later come back shaved, fully dreased, and in a pleagant
bumor. He asked the minister to stsp to one slde and then
said to him, "Can’t we get togoether? If you'll let me alone
here I'll withdraw from Stickney." (Stickney is & suburd
whers 8 house of prostitution had been opermting and had been
ra2ided by the ssms organization.) The ministsr indicated

to hinm that he would not be able to gst together on that
basls. See Exhibit O. “hile the gembling apparatus was
being removed, one of the managers of the place asksd the
officers 1f they couldn'i take one or two amall pieces as
avidence and lezve the rest. The minister said that could
not be done. Al Capons them spoks up, and, pointing to a
rather large and valuable pisce of gambling paraphernalia, saild,
"Don’t take that one, thst belongs to me".

In the year 1927 a cashier’'a check in the amount of
32500 from the profits of the gembling establishment at that
¥1me bears ths endorsement of Al Capone. (Al Capons is théd
second enpdorser om this check; the check is made payable to
J. C. Dundbar, who was cashier of the establishment and whose
name apvecTrs as the first endorsement.) See Exhidit I.

Various employees wiil testify that Al Capone was at
the gambling establishwent on different occasions through-
out the yeors of iis operation and when thers frequented the
private office and privets wire rooms wzhere customers and -
employees wars not allowed to go.

In the year 1924, the gambling profits were 3$350,250.93,
{See Txhidit A}, iuch conflicting testinmony was given regard-
irg the split for this year. See Exhibit B,C.D. However, in
prepariag the case for criminal prosecution, the isaistant
United States Attorney handling the case requested internal
revenus agents yho were cooverating with them to investigate
the statement of 2. Penovich, Jr., to the effect that the dis-~
tridution for the year 1924 was as follows:



Dion O'Banion, represented by LCave Bates 18%

Frank Pope 18
John Torrio, represented by L.Alterie - 18
P. Penovich, Jr. . L]
Al Cajone 4l
100%

These are the figures used in the indictment and are be-
liefed to be Taixly correct. N

Cn Septemder 20, 1530, L. P, Mattingly filed with Mr.
C. ¥. Herrick, Internal Revemue Agent in Charge, at the Chi-
cago Office, a statement in behalf of Al Capons. See Exhib-
1t ¥, In this exhidit he states ™faxpeyer decame active as
a principel with three assoclates &t about the end of the

year 1925 XSRS BERRFNX WS ARSI NI WhpXINR

"The orofits of the crganization of which he was a mem~
ber was divided as follows: One thixd to a group of four
Yegular employees, and one sixth each ta the taxpayer and
thres associates™., See Exhidit H.

‘The: three asscciates refarred to, it is believed, are
Jack Cuzix, Relph Capone, and Frank Nitto. For the year
1925 one sixth of the total checks cashed and deposited by the
three other memdbers of the syndicate is charged to Al
Capone, (Ses Ixhibits 2-4-3%-F~C 3.} A small acecouant in
the name of Mae Capone, taxpayer's wife, was found in the
Jest Side Trust and Savings Bank. The total deposits of
. 92500 is added to taxpayer's income. In addiiion %o this
52% of the Cicero gambling operations is charged to taxpayer
as income, making a total of §257,339.55.

From the examination of testimory of P. Pencrich, JIr.
azd ¥, Pope, at the request of the district attorney’s office,
it 1is believed the split for 1925-1926 was as followa:

Town officlals 20%

Frank Pope 18
P. Pesnovich,Jr. 5
Ralph Capone S
Al Capone 52
1004



Yor the yeaxr 1926, incoms has been computed on a bdaals
of one sixth of the total deposits and chacks cashed by Jack
Guzix, Ralph Capone &nd Frank Nitto, amou:ting to 3107,271.28;
to this 13 edded S23 of the Cicero gambling profits making
a total of 3105,877.00 gross income. See Exhibits E-9, ¥, G, 5~-A,

. Por the yeer 1927, in addition to checks cashed and dspos-
its made by Jack Guzik, Ralph Capone, and Frank Jitto, the

© deposiis of Sam GuziX ware also consicdered as income of the
syndieate. large sums were transferred to Jack Guzik and

it is believed ke was a collector for the syndicats, One sixth
of the checks cashed and deposited amounts to $205,557.04, to
which is added 310,000 investment in BEawthorne Zennal Clubd,

and a chshier’'s check cazhed, makes a total gross income of
$218,057.04. During the Jack Guzix trial, Fred Ries, alias

I, C. Tunbar, testified he rurchased abaut 3134,000 in cashier's
checks which represented surplus of the gambliag houses he
worked for owned by the syndicate. 246,000 of these were cash-
ed by Jacx Guzik, the balance beilng deposited. TDTuring the

yeer the Hawthorne Lennel Club was organized. It ncw appears
that Al Capone had an investmen:t of $10,000 in this corporation
and as it is not known low he acquired this stock, same 1ia
added to income. Lirtewise, a cashier’s check purchased by

Fred Ries, alias J. C. Tundar, for $2500, and cashed by taxpayer,
Perﬂomlly- Zee Zxhidita .“.'.-20, 1.7 G"‘G. J. J. and X,

Tor the year 12289, incomw wes computed on a bdasis of one-
siz+h of Jack Cuzik, Balph Capone and Cem Cuzik, which amounta to
$147,203.59; to this ia sdded a 310,000 Liberty Bond purchased
at The rirst liational 3ank, Cicero, and turned over to 'cha
Roosevalt Zinance Company in peymen: of a loan,

In 1928, approximately 372,000 was sent from Chicago to
Al Capone, in Florida, by wire transfsr at irresgular intervals
in amounts of approximately 32,000 or thereabouts. Soms of
the transfers are as low as 3300 and scme Tun as Rhigh as 35,000.
These transfers were sent during a period of five or six momths,
some transfars being sent daily and sometires with intervals of
four or five wesks slapsing dDetvean transfers,

~

These tranafers wers sent from Chicago by Rocco Fischetti,
(who was seen frequently with .1 Capone in gambling establish-
ments), Joe Puseo, Ceorge Howlatt, Sam Cuxzik (brother of Jack
Cuzik, Capone'’s ehief lieutenant and usiness manager}, and
Bobby Barton. Bobby Barton was the rescipient of cashisr's checks
fron the cashier of ons of the gambling eatabllishments and depos-
ited mony of these checks in Jack Cuzik's bank accoumt. XHe was
messenger and chauffsur for Jack Cuzik,
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These wire transfers in a few ccses wers sent to Al
Capons in his own name and in most cases to him under the
nsme of A. Costa, who can be identified as Al Capone by
feastern Union employees., See Exhibit H.

Ur. Mattingly, in bis letter to ¥r. Herrick, admits
income of $100,C00 for 19529, but inasmich 8s the rough drafs
of this letter reads 22,000 a month, incames has been fixed at
$104,000. A deduction of $1.00 has been allowed for all
years.

- That the ayndicste was sdlling beer i3 certain. Turing
the Ralph Capons trisl checks were traced from Ralph Capone's
bank sccount to Jak Brothers and John Xunz. Mr., Miles Hak
and Mr. Zunz testified these checks were given in payment of
beer. That they wers in the alcohol businesa is equally
certain., lMany checks drawn on the acecount of lax Aliersbhn

was ecacshad by Franc Nitio. Mr. Altersohn states these checks.
were given in pamsnt of aleohol; also a statemont from
another wituess in Davenmport, Iowa,saying L. Lipschuitz from
wham he jurchased alcochol, told him (the wltness) that he

(L. Lipscimltz) was working for .1 Capons.

Same time ago Ipecial igents lHalone and Sullivan wers
drafied into the c&se for the purpose of developing evidence
that would commeet the syndicate with several houses of pros-
titution located 1n Stickney, Illinois. Several of Jaek
Guzlc's cheeks wers traced %o the ilaple 3uilding Corporationm,
ia payment on ihe building housing a notorious joint ealled
The Stockada. It 1s balleved that Special Agents Sullivan -
and Malone wers xaling progress in developing evidence to
#5%8tlish ovnersiipy by tha syndlecats of tha Earlem Inn and the
Shadoy Inn, both in 3tickney, I.LlinOiS, when the case droke and
Al Capons pleadad guilty,

-The only known assets of il Capore is his home in F2orida.
See Appraisal, Zxhibit S. Two autamobiles partly neid for,
personal effects, and his stoeck in the Eawthorne Xsnnel Club.

The rsport is made as near as possibly in accordancd with
the figures used in the indictments. Changes were made for tle
years 1923 amd 1923, due to carrection of figures, otherwise

te figures usod ars the aame. See =xhibit 7.
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This cass, while {t has been long drawn out and very
difficalt in some respects, has been brought to a suceesaful
concluaion and agents feel the resulis accomplished have Jus-
tiffed the time and energy used.

Agenta wlsh to taks this opporiunity to thank Er. AP,
Xadden for his fixe spirit and ‘cooperation throughout the
exzmination, Mr. Frank Wilson for his patience and forbear-
encs, when everything secemed to go wrong, for the considere~
tion of the welfare and comfert ¢f the —en working with him,
for his advise and couneil, and his willingness to put his
shoulder to the wheel whesever needed to carry the load over
the hill; ldr., Rels Tsessem, for his Hulldeg tenacity in hold~
ing on until ithe lsst secrap of ovidance had been extracted;
other memders of the Intellizznce Uni< 2op their spiendid
help and cooperation whan needad, azd the district attoraer's
office and ils variocus msmbers fo thelr advice a2nd counell
on thes law,

The moral shown it this ccse has Yeen wonder?ul, Nohody
shirked ~ ca the eontrary, evarybody we think d4id their very
beat at the perticulsr taskx they were asaigeed, all woriing for
2 common good, and this we teliove 13 =hot yut the cuse over.

4, C. Hodgins,
Internal Aevenue iAgent.

Jacgne L. destrich,
Internal Ilevenue Agant.

H, X, Clagett,
Internal Hevenus Agent.
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Gmpntauon of Imo m ?u on bash of partnmhip.

R Alphonse Cayons.
Jack Ralph freank San Total -
ga3lk Capors ¥itso fusik
Deposits zpitsdle  3278,713.%9
Cash, (. FKarry 3Surms 1e, 000.
Teposlts Plutcert uh7,2.23 ' > '
Checrs Casted %25,261.99 1,152,2456.71
1/5 i 133,707.73
Hee Capons
Yest 34, v, & I, 2,500.0
523 Gexbling 117,150.90 , a,cg 20
) @ P>t 257 ,230.98
tncoze 1/5 Sk, ac. 1')3737.73
isa “opons, Afe %, 54, T, 3 5. I 2508,00
€24 incose fr. gab. oper. __51om.»
257230.98
t1,eas deductions » <«
257255438
Lesa 0:@1:103 2500, 0
11/2% b W.CQ £0.00 253335.98
3 %, 000,20 122,20
5 245, 365.98 12,269.30
Sartax 251,285.98 B 17,20 ..
":.’.’,’-:5305'3 55.53‘)0,%
Sarmed Iae. 20,000.00
Lex ix. '300.
15,100,500
11/23 %,000,00 0.
3 1.509,90 120,90 .
5 405,00 \
Surtax 220,00 _
3 ¥05.00 a1 g
2%5% . 201,25 01,2
Tax 5530525

’
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1925
Jack Ralpa Frank
Cuzix Cazome FLes
Deponits ‘-’qultablo 159,3.11 ~
Donosits 3 314,54 45
Cecs Caahed : 159,575.13
15
523 of s=mbling - snip  179,911.00
1/5 Yate ae,

Less dedngtion

Ixeaption
11/2¢ $h, 300,00 80,00
3 h »000,20 120,00
5 53,776 91,133,30
Surtsx 195,::76 70,755,20
49 s L #4400
Sarmed Ime, Or, 3sme as 1925 "01.8

Sex Total
Gusiy
543 507, ¢
107,271.28

ss,lm;g
g (07311 195, 577.00

107,271,227

g8’ Yo%, 72

185 :77.
1.90

195,575,000
’,,am 2.9}
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1927
Jack Ralph Prank Saa
Gusix Capone Xitta Guale Total
Derosits Bqmitanle 501 S5h. 3
donbar cheelrs ! A
casked 86,000,00
Depozits Plngert 415,512, 29 .
thoccr cashed ' 75,224,285
lepasits Scnisr
Tr and Sev, me, 2,113,.24 _'
Leposits Tmitanle 51,%37.% 1,233,342,.22
lﬁ 205. 557_.M :
Investzont awthorns Temmel Clud 1,000, 00
Cashierts checc J.3, 2,500,00
iy 5,057
1/5 ax, s/ 205, 557,04
Cashierts oy, sashed 2, 505,20
Investoens Fawtlarae Lew, Clod 10,%0.20
23,057,008
Lasa daductions 1.
213,082, 0%
Zxemption 3500, 0
’ '214.15;3.%
11/fe t 500 50,20
3 - 4,000 120,20
5 206,155,904 10,307, 30
- Surtax 218,055,594 2.
Les ' 192 J‘ggg.gé
@38 earmed ina, same »s 325 228
/ TAX 55,557.75
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) Guzix
Depoaits
Zquitadle
Deposils Coa-
-&ese T 2 8
Teposits Pinvert
. Zqitadle
1/6
Liderty 3ond
1/6 vk, ac,
Libd, Bomd
Less Dednctigng
2Xemrpt 19
112 3, 000
3 4,000
5 128,535,593
Surtax 1%0,535,53

Zarned iae,  20,000.00
k4

B

11/2 Y0000 50.00
3 - 4,000,%0
5 13,100
Surtax
.zozj

2%.197.1‘2
86,460, 50

fcofr

1923

Ralph ‘Prank
Capone mnsel

%7 431
25,3350

Iz

. Sam Total

193,725.95 221.58

130,550.93
10,000,00

150,535.93
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