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COMMISSIONER v. GLENSHAW GLASS CO.

348 U.S. 426 (1955)

MR. CHIEF JUSTICE WARREN delivered the opinion of the Court.
This litigation involves two cases with independent factual backgrounds yet

presenting the identical issue. The two cases were consolidated for argument
before the Court of Appeals for the Third Circuit and were heard en banc. The
common question is whether money received as exemplary damages for fraud or as
the punitive two-thirds portion of a treble-damage antitrust recovery must be
reported by a taxpayer as gross income under §22(a) of the Internal Revenue
Code of 1939 [the predecessor of current §61]. In a single opinion, 211 F.2d
928, the Court of Appeals affirmed the Tax Court’s separate rulings in favor of
the taxpayers. 18 T.C. 860; 19 T.C. 637. Because of the frequent recurrence of the
question and differing interpretations by the lower courts of this Court’s decisions
bearing upon the problem, we granted the Commissioner of Internal Revenue’s
ensuing petition for certiorari.

The facts of the cases were largely stipulated and are not in dispute. So far as
pertinent they are as follows:

Commissioner v. Glenshaw Glass Co.—The Glenshaw Glass Company, a Pennsyl-
vania corporation, manufactures glass bottles and containers. It was engaged in
protracted litigation with the Hartford-Empire Company, which manufactures
machinery of a character used by Glenshaw. Among the claims advanced by
Glenshaw were demands for exemplary damages for fraud and treble damages
for injury to its business by reason of Hartford’s violation of the federal antitrust
laws. In December, 1947, the parties concluded a settlement of all pending liti-
gation, by which Hartford paid Glenshaw approximately $800,000. Through a
method of allocation which was approved by the Tax Court, and which is no longer
in issue, it was ultimately determined that, of the total settlement, $324,529.94
represented payment of punitive damages for fraud and antitrust violations. Glen-
shaw did not report this portion of the settlement as income for the tax year
involved. The Commissioner determined a deficiency claiming as taxable the
entire sum less only deductible legal fees. As previously noted, the Tax Court
and the Court of Appeals upheld the taxpayer.
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