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CITY INCOME TAX WITHHOLDING

FRIDAY, JUNE 17, 1960

U.S. SeNnarTe,
ComMiTTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 2221,
New Senate Oftice Building, Senator Wallace F. Bennett presiding.

Present: Senators Byrd (chairman), Bennett, Frear, Douglas, and
Curtis.

Also present : Ilizabeth B, Springer, chief clerk.

Senator Bexxerr. Gentleraen, because the Senate meets at 10:30, I
think the chairman would feel all right if 1 started the meeting.

Before I do, may I read into the record this statement.

Senator Norris Cotton has advised the chairman of his opposition
1tu this bill and previously indicated his desire to be present at this
learing,

l?nf(t;rtmmtely, he is unable to be present this morning, He asked
the chairman to indicate for the record his opposition to the bill as an
unwarranted extension of the Federal Government into the field of
local taxation. Ho has steadfastly opposed any action by the Fed-
eral Government which might appear to put the stmn‘) of Federal ap-
proval on the principle of nonresidents” taxation by the State and re-
gards this bill us another step in that direction.

Before proceeding 1 submit for the record the text of H.R. 3151,
together with the reports of the Burean of the Budget and Treasury
Department, and statements from Senator Harrison A, Williams, Jr.,
of New Jersey, Senator Thomas C. Hennings, Jr., of Missouri and
Representative Thomas B. Curtis, of Missouri,

(The material veferred to follows:)

[M.R. 3151, 86th Cong., 2qQ sesx.]

AN ACT Relating to withholdiug, for purposes of the income tax fwposed by certain citles,
on the compensation of Federal employees

Be it enaoted by the Scnate and House of Representatives of the United States
of America in Congress asscmbled, That the first section of the Act entitled “An
Act relating to withholding, for State income tax purposes, on the compensation
of Federal employees”, approved July 17, 1952 (Public Law 387, Eighty-second
Congress; & U.S.C. 84b), is hereby amended—

(1) by striking out “State or Territory” each place it appears and insert-
ing fnlieu thereof “State, Territory, or city”; and

(2) by inserting immediately before the last sentence the following new
sentence: “In the ciase of a city, such agreement may provide that the head
of each department or ngency of the United Statex shall comply with the
requirements of such law in the case of employees of stich ageney or de-
partment who are subject to such tax and whose regular place of Federnl
employment is at a Federal installation which is within the same State as
the city if uny part of such installation is located within five miles of the
corporate limits of such clity.”; and

b |



2 CIY INCOME TANXN WITHTOLDING

3 by adding a1 the end thereof the follow hige hew sentence: *For the
parposes of thic sectton, the term ‘ely® menns oy nocity which I8 Ineor
porated under the tnw of o State or Teevitory ond whilel laed 0 popnbation
tnevording to the last decenntul consusy of A6y (thotsisl or more il
viduate ™

Prassel the onse of Representatives Pebrwry 17, 1900,
Nitest:
Ruen R Roweaas, Cleak,

Eaiering Oretee or rnte PPREQIDEN T,
Herese o e eoas,
Washington, 1.0, \pril 1}, 1960,
U, ey 15 Wven,
Chaivrman, Coniftee ea Pinanec,
VN Nenate, Washinglon, D,

My D M Civagsan; FPhis letter s in vesponse ta yonr vequest for our
views on TR S a DI velathigg to withholding, For prirposes of the [eome
an fmposed by ceviain eitles, on the compensation of Faleral employees,

This measure wonld provide that the Federal Qovermunent wlithhold, from
the compensation of Foaderad employees, loeal eoie taves Tmposed by imunlel-
palities of over 30000 popualation, B wonht nlso provide for withlolding In-
come faves from the compensatlon of Pederal emptoyees swho work ol Federn)
nstaltations uot move than 3 miles from (he ety Umbts of g taviong Javisdbe.
tion eligible nader this leaislation.

The Treasiey DPeparvtment has vecently submitted fts views on (il measire
and has fudieated that the Depaviment “wontid iy or enaetment of 1R, 3151
if soction 2 were deleted and I section 3 woere vevised (o replaee the 50,0600
with a 73000 population limitatton."

The Burean of the Budgel i in full aevord with these viows nmd wishes (o
associate itself with the entire ‘Preasavy Department veport on 1LR. 3151,

Nineerely yours,
e & 1vanes,
{scixtant Divector for Legistative Reference,

OFFICE OF THE SreRbraey oF TIE Tresseny,
Waxhingtan, April 19, 1960,
1Mon. 11aReyY F. RyRD,
Chairman, Committee on Vinanee, U, S, Senate, New Senage Offive Ruiliding,
Waskington, D.C.

MY Prwk MR Cusieman: This is in preference to your regquest for the Depart-
ment's views on LR, 3131, velating to withholding, for purposes of the income
tax imposed by ecovtain cities, on the vompensation of Federal employees,

LR, 31531 wonld amend Pablie Law 587, 82d Congress (3 USCL SEHIDY) (o
ovtengd its provisions to cities which according to the moest recent decennial een-
sus have a population of 30,000 or more,  Pablie Law 587 permits Federal agen-
vies ta cooperate with States and teeriforiex which omploy withholding in the
administration of thelr income taxes by withholding such taxes from the com-
pensation of Faderal employees pursnant to regulations promulgated by the
Vresident and agreements entered into by the Neerotary of the Treasury., It
specitteally limits such vooperation with respeet to employees whose regular
Place of Foderal employment is within the State or territory imposing the in-
come 1ax, excludes members of the Armed Forees, and safeguards the Unifed
Rtates against “more hurdensome requirements” than are imposed upon other
employers,  Agreements for the withiolding of State fncome taxes from Fed-
eral employees are presently in foree with all 19 States which employed this
tax collection device at the beginning of the year. Since then another State
{Georgia) has adopted withholding and an agreement to cover Federal em-
plorees isin process of negotiation.

In autherizing the Secretary of the Treasury to enter fnto agreements for
the withhelding of certein elty income taxes from Federal employees, 1LR. 3151
wonld provide for extending the seope of such agreements to cover Federal
employees whose regular place of employment is at a Federal installation in the
Strate loeated not more than 3 miles miutside the corporate limits of the city im-
posing the tax. The purpose of this provision {s to collect taxes from em-
plorees who reside within the city but are emplored {n nearby suburbs.
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This Depmicttment supports the ehnetment of legisintlon to ennble Federal
ugeneles, 1o the ostent pricctleable nml economtendly Justiflable, to glve eitlies
e kel of cooperation prosently wiforded States In the cotleciton of their -
e nxes frong Feldernl cmployees,  Cooperntion In this foran, hoswever, is
proctlenble ad ceonomlen) omdy where e sdmindstrative coats pssanmed by
Fedoral ngencles bene 1 veasonnble retntlonship 1o the amount of tax with-
held for the benetit of the inslog Jurbadietlon. Fhe specinl charneter of el
ernl puvroll operptions, conpled with existing variations in thee withhatdlng
provistons of the howlreds of loead Jutizdletons haposing ineome toxes aneler
vierybng Sinte cunbling statutes ot ealex enngltig typlendly between VY, and
HG percent, eflectively Hinlts the practicabillty of withholding toeal Tneoms tnxes
from Pederal employees 1o thee larger toxing Jurisdietions,  Sach Gosvermnent
negenecles g the Federal Bugean of Tovestlgatlon, Generat Aceonntlng Offes gl
vnrlong bureaus I the Deparlinenls of Agrelealtare, Conanerce, Toterlor, and
Labor hnve centrallzed thele payroll operatlons e Washington,  Other agoneies
s reglonnt puyeodd centers, Phe Tibeyml Bevenne Servlee, for soxcanpde, pay-
rofls all cmpioyees eust of the Mbssissippl Biver from the serviee conter at
farwrence, Muss, wld those west of the Mississippl River out of Ogden, Ulnl,
In these clreamstunees {0 s nneconmnlen) to progea toepl Ineome tax with-
holding on mechanlzed siptdpment for selatively few coptoyees. On the basis
of dittir eolteeted from severat of the fnrger Fedorst agencles by thies Burean of
the Budget In 1955, 11 wax coneluded that withholillug of loeal ineomss bisxes
from FPederal einpioyees would wol e ceonomtesdly Justifiable under previatling
Inx rates In cllles with o poprulation of tess than 75,000, Iy view of the gen:
eritl chinrnetor of coxt osthntes of this kind, this Departient i« not progared
to gIx flrmly the popmliation level beow which the withholding of jow rate
Tevel taxes censes o be Justiinble, I does destn 3L pecessary, hinwever, to
make elear that becngse of the untusunt chrneter of Pederal payioll opera-
fione, withholding costs per elngloyes inerease nurkedly parttenlaely Inoreln.
Hon to the sl wnount of Jax involvely s the popation of the taxing
Jurlsdictions and The nutber of Federal cinployees in cach decrease, For this
reason the Deparbment wontd prefer o 75000 to g 50,000 popitation Hmitation,
The former wonld volve 15 elly income lixes, the ntter 22, on the basks of
the 1950 census and loeal income taxes In foree nt the beglaning of thic year. The
cotntles, smller eltles, towns, townships, horonghs, and school didricts ex-
chudedd by this tegistation from the beneilts of whhbolding conld continne to
obtabn Ifornmtion on thie gmonnt of compeusation palll Federal employecs
within thele taxing Jurlsdletlon by regquesting Boin aeeordanes with the pra.
vistons of Burean af {he Budget Clreular No, A- 3%,

Sectlon 2 of the BilL which would suthorize Federat agencloes to swhthhold in-
comes texexs from Felderal employees whose regitine place of employment is with-
fn e d-mile belt outshile the corporatee Hmlis of the loeal taxing Jurisdiction,
would fmpose n more hurdeusote regquireinent on Federal agencles than are
ar ean be fmposed by eities apon ether cmployers. I this respect it eon-
ithets with g basie prineiple which underlies Pablle Law 557, Seetion 2 of
that statule provides that “Nothing in this Act shall be deetned to consent
to the appleation of any provision of taw which has the effeet of Iposing
more burdensome vequirements upon the Unlted States than it fmpeses upon
other employers,”  Moreover, the “5-ndle” provision would Involve Federal
ugeneles ln jurisdietional tax conflicts whieh ean be Nnstrated with reference
to Mlentows und Bethlehem, Pa. Each of these adjoining jurisdiectlons has a
population I excess of 0,000 and each imjwses an ineome tax,  Their resi-
dents are subject also to the Income taxes of other local furlsdictions.  Under
the provisions of 1LR. 3151, Federal agencles eonld be reqguired to swithhold
from the compensation of the same cinployee both Allentown and Bethlehem
taxes, one on the busls of employment within the city, the other on the basis
of the employment of a resldent within 3 miles beyond the borders of the eits.,
Pabie Law 587 properly prechides this kind of duplicate withholding from the
same employee by limiting it to taxes fmposed §n the place of employment, ir-
respective of place of resldence.

In view of the foregoing, the Department would favor enactment of H.R.
3151 if section 2 were deleted and if section 3 were revised to replace the
§0,000 with a 75,000 population Hmitation.

The Bureau of the Budget has advised the Treasury Department that there
is no objection to the submission of this report.

Sincerely yours,
Jay W, Grasyasy,
Aagistant to the Scerctary.
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STATEMENT OF HoN. HarrIsoN A. WiLLiaMs, Ji, A UK, SENATOR FROM THE
STATE oF NEW JERSEY

Me, Chairmnn, and members of the conunittee, T am gratefut for this nppor-
tunity to xet forth my views—views shared, | should add, by many Members of
both Housex of Congress—with regard to this legisiation, In my opinion this
bitl will only aggravate the orderly adminlstration of the tinancial prohlems
encounterad at every level of governwment.

Although 1 am opposed to this bitl, T want to state at the outset that 1 am most
sympathetie to the crying need of our ¢ity governments for ndequate sources of
revemue to meet the demands of the revolutlon in modern urban life, demands
that have long shice outstripped the finanelal resources of nost clty govermuents,

But it Is my conviction that the tenstons, hardship, and inherent injustice
engendered by the application of munteipal wage taxes to nonvesidents do nore
to defeat than to achieve long-range solutions to the pressing probles fuelug
our metropolitan governments.

I ts often argued in support of the bitl that the Federal Government should
reciprocate the service provided by municlpalities when they withhiold the Fed.
eral fucome tax from the employees.  In prineiple I agree with this coucept of
reclproelty, Imt the blll gives rise to related questions which T believe caxt a
serfous doubt on the wisdom of the legislation.

Pirst, 1 would llke to draw attention to the costly and bothersome adminis-
trative burden that would be undertaken by the Federal Government should
thix bill be passed.  Although it was originally desigued to bolster the effective-
ness of the munieipl wage taxes Imposed by two of onr largest elties—Phila-
delphin nnd St. Louls—the population requirement hns now been reduced from
500,000 to 50,000 so that a city of that slze could impose an income tax and ex-
_ peet the Federal Govermmuent to withhold it from the salary of every Federal
employee working in the city, whether actually a resident or not. There Is even
support in some quarters for abolishing the population llmit altogether so that
the Federal Government wounld find itself collecting n tax for every village
hamtet that eares to levy one.

Incidentatly, the Legislature of the State of Pennsylvaula, as well as that of
Missouri, has refused to perform the tax-colltecting function with respect to
State employees that this hill wonld impose on the Federal Government with
respect to Federal employees. Thus two of the State bodles that have auth.
orized nmnicipal fncome taxation have had second thonughts about atding in the
colleetion process, If these States are unwilling to provide this costly loeal
service it is clear that the expense to the Federnl Government will be no less
of a burden.

Further complleating the administrative aspect of this tax collection service
s n floor amendment adopted last February when the House passed the bin,
which extended the geographic reach of the measure 5 miles bevond the limits
of exch taxing city. Any Federal installation within that distance from the tax-
ing city wonld be pequired to withheld the tax from the salary of every city
resldent employed at the installation. So. for example, at the Wright-Patterson
Alr Foree Base fn Ohlo, where 8000 of the 22.000 employees are Dayton restdents
subject to that city's wage tax, the Federal Government would have to withhold
the tax from the paychecks of just those employees. Thus the Federnl Govern-
ment would he obliged to graft onto [ta already complicated paxroll procedure
conslderation of an employec's resldence, the taxing city*s rate schedule and the
whole process of preparing extra withholding statements for the taxed employees.

And why the arbitrary S-anile limit? Why shouldn’t a Federal Installation 15
or 25 miles away from a taxing eity be required to withhold a wage tax, once
the Hmile radins concept Is adonted?

By combining the concept of reoaranhie extenslon with the lowering of the
population minimum necessary for a city to qualify for Federal collection, the
hill estallishes a precedent that could onen a pandora’s box of Imponderahles
thint the Federal Government shoulid earefully conslder.

1t Is true that the bill I designed te facilitate eollectlon of taxes the leeallty
of which nre to be determined by forums other than the Coneress of the United
Statex.  And although the advisabllity of munteipal income taxation Iz not sne-
cifically ealled into ouestion hy the bill, we cannot Irnore the fact that sueh taxes
work erave tneaulties on those employees who only work in a taxing city and
reslde elsewhere. And in falrness, we cannot ignore the severe, adverse effect
that passage of this bill would have on the problem,

.
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Let me explain what T mean. A nonvesident subject to o clty wage tax pays
the sae tax as a vestdent but decives substantially fewer publie service henelits
from the tmunieipality aod i some cases none at all,

For ustanee, i South Jersey pesident who works ot the Philudelphin Navy
Yard tukes o New Jepsey forey (o work aud hack, and therefore completes his
day’s netivity without so mueh ns casting his eyex on Philudelphifa proper. As
u peneral vule, the nonvesident cinployee enjoys only Hwnited benetits of o clty’s
servives. ‘he nonresident does not enjoy the city’s school system,  He has only
lhoited need for the clty's water amd sewer facellities, fts libracles amd recreation
areas.  He has no negd for 24-hour potice protection or 24:-honr use of the full
range of the city's transportation fucilities.  Yet he has to pay for them as if
le were a vesldent.

Another factor to be Kept in indud is that the nonrestdent is often subject to the
higher sales i exelse taxes of s own communlty, taxes which serve us an
nlternative to loeal income taxation, Thus, to return to our exatmiple, the New
Jerseyite working In Phitadelphia pays the relntively higher New Jersey sales
taxes amd hears the added burden of the Phitadelphin wage levy.

Glven this reallty, passage of the Ml witl he widely interpreted as giving the
moral and symbolie support of the Federal Goverment to a tax that freezes
rather thau eases the contliets between nefghhoring urhan centers with different
politieal jurisdictions. The cooperntion of the separate politlenl anthorities 1x
nlready serlonsly lmpeded by fuequitable taxation of nonresidents, which breeds
only bitterness nnd spiteful retaliation.

The adoption of this bill would vnly Intensity that bitterness and confifet at a
time when close, effective cooperation of separate communities is vital o the
orderly and productive development of our metropolltan areas. And it is fm-
portant to emphasize that many of our urban centerx have spilled over State
linex in the explusive growth of suburban population that §s taking place in this
conntry,

Consequently, T cannot help but feel that the approval of this bill would ulti-
nately do more harm than good hecause it ean only be taken as n Federal
endorsement uot only of the legality of tliese taxes on nonrestdents, but of thelr
propriety and advisability ax well,

The real issue here s inevitably the wisdem and fairness of nonresklent
taxation. To have the Federal Government facllitnte the collection of that tax
would lend undue Federal support for inequitable taxes that have been n source
of tenston and dissatisfaction in many of our metropolitan areas.

118, SENATE,
CoMMITTEE ON RULES AND ADMINISTRATION,
June 17, 19060,
Hon, Hagrry F, Bygrb,
Chairman, Senate Finance Commiittee,
Washington, D.C.

DEAR MR, CiiarMAN: T am very pleased the Finance Committee i3 now con-
sidering ILR. 3151, concerning withholding of munleipal taxes on Federal
enployees,

A8 you know, those of us from the States which currently would be affected
are anxlous to obtain pussage of the bill this year. kallure to enact the legls-
Intion would mean continuation of revenue losses and unnecesaarily high collec.
tlon conts for the affected cities, It nlso would mean continuation of iucon-
venience for Federal employees who are faced each year with a lump-sum tax
payment,

I have heen gratified to note the overwhelming support for H.R. 8161, not
only by the municipalities, but also hy Federal employee organizations.

This bill would extend the same courtesy to the municipalities which they now
extend to the Federal Government by withholding the latter's taxes on municl.
pal employees.  As one of the sponsors of the companion bill in the Rennte, 8,
2651, let me urge favorable committee actlon on this legislution at the earliest
opportunity.

With every best wish, I am,

Nincerely yours,
Tuosas ¢, HexNiNas, Je.,
U.8. Senate.

BTTEN--60----2
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STATEMENT oF HoN. THoMas B, CURTIS OF MISSOURI

Mr. Chaleman, 1 appreclate the opportunity of addressing thls committee to
present the case for ILR. 3151, a bill to permit the Federal Government to
withhold from the pay of Pederal employecs the “clty earnings” taxes which
fure lovied by a number of cities ju the United Sintes,

This measure does not mpose a tax nor does it affect in any way the legality
or Illegality of the tax, the city earnings tax, that has been imposed. It would
not, of coursze, be availnble to enforce payment of n tax which, in its entirety
or In relation to a particular group, has been declaved illegal,

What it dors do Iz provide a more stinpliicd and etticlent, aud thus a more
economienl, mannuer of colleetfng these taxes. The value of the withholding
procedure iz well established and Its extension as contemplated in this proposal
would benetfit both the munfelpalities fuvolved and the Federal employees,

In support of the statement that this would benetit both the munleipalities
and the Federal employees, T wonld like to quote from two leiters. ‘ihe first
Is a letter of January 18, 1059, which was cireututed by the National Postal
Clerks Untlon:

CMEMBERR OF CoNaRESS ¢ On belinlf of the overwhelming majority of onr mem-
bership which Is affected by the measure, we wish to urge your support of
HLR. 3151, which permits the Federal Government to withhiold on a regnlng basis,
the taxes which our members owe to certain munieipalities,

“Those whio have epposed this bl In the pust have attacked it on the grounds
that ¢ I= a tax bill. 1t Ix not.  Whether or ot the munieipalities stiould impose
sneh taxes s not at {ssue.  The fact is that they do, aud our members ave legally
bound to pay them,

“The lssne Iz merely whether our membera should be granted the same
privitege enjoyed by all private, Stute, and city employees (in fact, all employees
except Federal employees) to pay these tuxes by the same convenient withhold-
fug method they use to pay their Federal taxes

“Pasage of this legislation will end an nnveasonable hardship belng Imposed
on our members, and we urge your favorable conslderation,

“Yery sincerely yours,
CDAVID SILVERGLEID, Seerctarp-Treasurer.”

The second letter which 1 would like to quote is oue dated February 2, 1060,
from the Amerlean Munieipal Assoclatlon:

“DrEAR CoNaoresaMan: Daring the Inst sesslon of Congress we wrote to yon
concerning TLR, 31561, which was brought up on September 1, 1958, under a
snspenston of the rutex.

“We advrised you of our interest In this legislation, which would permit the
Federal Government to withhold {fnecome taxes owed by Federal employees to
munieipalitios, as {t presently withholds stmiinr taxes owed to the States.

*Thix legislation hag the approval of the Treasury Department and Budget
Nurean, and s atso endorsed by alt of the major national asseclations represent-
fng Government employees including the Amerlean Federatlon of Government
Fmployees, the Natlonal Assoclntion of Letter Cartlers, the National Postal
Clerks Union, nnd the Nattonal Assoclation of Matl Handlers,

“The bIN does not levy a tax on anyone, but merely provides for the municipati-
ties the same simplified coliection method provided for the States, and for the
employees the snme convenlent withholding method of paying thehr taxes which
ts enjoyed by all private employees ¢ ¢ ¢,

“Slucerely youry, .
“Patrick Heany, Jr.. Krececutive Director

It is thwe, 1 teel, that we extend to the local governments the recfprocity which
we have alveady granted to Siate governments. Munielpatities, llke States,
withhiold taxes from thelr employees for the benefit of these employees and the
Faderal Goverument. In this bill T advocate that the Federal Government, in
turn, withliold taxexs from the pay of affected employees of the Federal Governe
ment for thelr benefit and that of the municipatities Involved.

Senator Bexxerr. The Chair is very happy to welcome Senator
Joseph 8, Clark, of Pennsylvanin,  Senator Clavk, will you proceed.
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STATEMENT OF HON. JOSEPH S. CLARK, A U.S. SENATOR FROM THE
STATE OF PENNSYLVANIA

Senator Crark. Thank you very much, Senator Bennett.

1 am mest. grateful to the committee for giving me this opportunity
to appear and you, in parvticular, siv, for stavting the hearing so
promptly in view of our mutual commitments elsewlere,

1LR. 81561, which is the subject matter of this hearing, as introduced
and reported unanimously last. year by the Iouse Ways and Means
Committee, direeted the withholding of city wage taxes on Federal
wages and salaries in cities of more than 75,000 population,

Inmy Commnonwealth of Pennsylvania, this would include the cities
of Allentown, Altoona, Erie, Philadelphia, Pittsburgh, and Seranton.

My, Chairman, we apologize for starvting ahead of you. T am most
grateful for the opportunity to appear.

The Cnarmax (pwsi(ling?. Sorry T was late.

Senator Crank. During debate on the House floor in February, two
amendments were added which decreased the necessary urban popula-

. - . . L

tion to 40,000 or more, and this brought in two additional Pennsyl-
vanin cities: Bethlehem and Lancaster. So that as the bill presently
stands there are eight Pennsylvania cities which would be very much
lielped indeed by this legislation,

Nenator Bexxere, May Linterrapt!?

Senator Crank. Yes,

Senator Bexxerr, The bill passed then with 50,000, which is the
number suggested in the amendment to the committee, and not the
75000 mentioned in the report ; is that corveet {

Senator Crark. The Senator is correct.

Senator Bexxrerr, Thank you.

Senator Crang, The second change made by the House was an
amendment which ineluded within the coverage any Federal instal-
lation within 5 miles of the municipal border of qualifying cities,

This, T believe, was sponsored by our friends from Dayton, Ohio,
where, as 1 guess the Senators know, we have that very large Air
Foree installation quite close to Dayton where thousands nmi‘\hou-
sands of people who live in Dayton work.

As 1 understand it. the I'reasury and the Burean of the Budget
approve this bill only if the two floor amendments which were added
in the House are removed by the Senate.

I have here a letter from Mr., Glasmann, the assistant to the Sec.
vetary of the Treasury, directed to Senator Byrd which the commit-
tee has put in the record.

My own position is that the changes made by the Ifonse were salu-
tary and good changes, but 1 wouldn't want to prejudice the adop-
tion of a bill which wonld give substantial velief for a number of
cities by holding ont for something more comprehensive. So that
slpoaking for myself, in view of the attitude of the administration and
the great desivability of having the administration's support. for any
bill ‘which is considered by the committee, 1 would not be terribly
upset. if the committee took the House amendments out, although 1
do think they ave both sound.

Now, Senator Bennett and I had an informal colloquy before I
began to testify and I should like to call his attention to H.R. 3151
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o it was passed by the Tlonse, The Senntor vaised the gquestion as
to whether it was legal to inelude a withholding vequiiement on a
Foederal cmployee who is working in an installation ontside the city
limits, and 1 aeplied then and veply now that while Tean’t grive you
tho conrt decisions by name and eitation, T am elear in my own mnd,
there was a subject which we had very noeh before ns when T was
mayor of Philtadelphia, that the courts have nniversally held that
jurisdictional taxes ean be based either on n place of buginess or place
where o man works - or woman --or on the residence of the individual
taxed.

I point ont in page 2 of the bill as it passed the Honse, oceur the
words:

In the case of employees of such ageney or deparimenf who ave subfeet to
snel tax and whose vogithar plave of Federal employment Is in the Federal
installation or which is hixated within the efty or within 5 miles of the vorpo-
rate limits,

I think the key words ave “who are subjeet (o sueh tax,” which
elearly leaves it up o the conrts, and T am quite elear the conrts have
decided that this is a legal jurisdictional tax,

Senator Bexzer. In other words these people are subject to tax
for reasons other than the faet they work in Federal installntions b
miles outside of town,

Senator Crank. That is correet,

Now the philosophy behind this, and it is appealing to me, is that
a man owes an obligation to support some part of the publie services
not only where he lives, which I think has lwvn clear since the begin-
ning of the Republie, nt where he works, beeanse the place he works
renders him a lot of publie services for which T suggest, it is only
fair to ask him fo pay a share.  He gets police proteetion, he gets
fire protection, he gets the use of fhe stivets, he gets the use of the
municipal water supply, he gets the use of the municipal sewnge sys-
tem. In short, services rendered by the mnicipality are essentinl to
his having a place where he can work and earn his living.

So this possibility of dual taxation, 1 think, is a mntter for the
States to work out through their own laws, and wheve desirable,
with interstate compacts: and the Senators will reeall that avrange-
ment. is now being worked ont between the city of New York and
the States of New Jersey and Connecticut, so that. any inequities re-
sulting from double taxation will be allayed.

But this has to do with the philosophy of the tax and not with
procedure for collection, and I would like, if T may, Mr, Chairman,
to offer for the vecord at his point a statement on behalf of the city
of Philadelphia and ifs Mayor Richardson Dilworth, which spells
out in two and a half pages the reasons why Philadelphia is so
strongly in favor of this measure, you nnd 1 think it is fair to say
that the other Pennsylvania cities with wage taxes wonld feel the
same way and support the position of Mayor Dilworth.

In that connection 1 would also like to offer for the record, if T
may, a letter directed to me under date of February 18 by the Cham-
ber of Commerce of Greater Philadelphin, signed by its chairman,
Philip Sterling.  The Chamber of Commetrce of Greater Philadelphia
takes in the whole metropolitan area, including the suburban dis-
tricts, and I think it is quite sigmificant that tﬁe chamber of com-
merce for the greater area approves this withholding tax despite
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the fuet that many of its members live in the suburbs and conse-
quently might not feel too kindly disposed to paying a tax to the
city of Philadelphia.

I nlso would like, if 1 may, to offer a tetter for the record: - u letter
directed to me by ‘Thomas J. Monaghan, mayor of the city of Lan-
caster, ndvising me that he and his city conneil wonld like to register
their approval of this hill and asked me to ask yon gentlemen on the
FFinance Committee to move the bill to the floor,

Mo a letter from David Berger, solicitor of the city of Phila-
delphin,

('The documents referred to follow:)

STAMEMENT oF Hon, RICHARDSON DILWOoRTH 0N BLIALE 0F C1y oF PIHLaphirnia
IRe: TLIG. 3151 axp N, 2551

There are approximately 6R000 Federal employees employed in Phililelphia
hy 204 agencies. The total annuat tax lability to the city of Philadelphin by
these ctployees is approxinmtely SE723.000.  Of this amount, these cmployees
pay only abouf $2,776,000 voluntarily within the current year. ‘The vemaimler
becomex an enforeement problem resulting tn delinguencies acernhipz over the
vears. [ 1059, the total amount of delinguent wage tax together with Interest
und penalties collected was apprexiinately S3.38.000, The cost of coltection and
provessing In the case of current payments, including personnel services and
overhead Is approsimately 5 pereent, The collection amd enforcement of delin-
ineitares Is more adliaapt sl comples, requiring investigation, conrt aetion, ete,
atnd the cost to the ¢ly amonnts to approxiimately 11 pereent, or more than twice
us much ag the collection of current taxes,

The withholding by the Federnl Goverinnent would result in a very stbztontial
reduction of thexe costs.  In addition to the redunctlon in costs, it Is readtily ap-
parvent from the ahove figures that there would be an incrense in actual 1evemne
to the city of Philadelphin since the payment of this tax by all persons liable
wotld be assured. Without this legistation, the eity wil, as in the past, continue
to lose a very substnntinl portion of its revenne.

In addition 1o the reduction in costs, and jucrease in actual revenue to the
eity, there are certnin benelits to Federal employees in having this tax withheld
at the source.

() Federnl employees are presently required to file quarterly returnz estimat-
Ing their income for the quarterly period and a tax payment must accompany
the return.  I'his requires them (o accumulale or set aside taxes averuing on
ench of thelr pany cliecks over n 3d-month perlod,  Frequently they find them-
selves In n position where payment of the accrued amount in a lump sum is
hurdensome,

(b) The city wage tax inposes n penalty of 1 percent per month and futerest
at the rate of one-hnlf pereent per month on all delinguencies. The acerual of
such interest nnd penaltles continues on the unpaid dbatances until they are com-
pletely liquldated and in many cases the amount is prohibitive.  Withholding by
the Federal Government wonld eliminate this burden.

The Revenne Commissioner has met with officers and representatives of the
Federal Employees” Unlon and other Federal employees® associntions and they
hnve consistently jelned with the clity In urging the adoption of the proposesd
leglsiatlion. We are therefore convineced that the vast majority of such em-
ployees would prefer and Indecd welcome such legislation.

It must also be pointed ont that although the great number of Federal installa-
tltons s the city of Philadelphia are exempt from direct taxation they are, never-
theless, the beneflclaries of all the multiplicity of services furnished and made
avatlable by the city of Phtladelphin at the expense of the ¢ity's taxpayers, these
incliude police, firefighting, nmintennnce of streets and highways, and all the
ofhier sevvices which a metrvopolitan eity furnishes. It is only fitting that the
Fodernl Government shonld cooperate with the city in Its collection of wage
taxes payable by Federal employees which help to provide the efty with the
wherewlthal to make these services avallable to these very important Federal
fustallations,
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Finally, I shonld like te poinf out that the city of Philadelphia renders a simi-
Iar service to the Federal Government in withholding Federal income taxex from
ts over 28,000 employees at great expense and [nconvenience to the city, but one
which the city nevertheless willingly performs,

From the foregeing, it Is clear that the cnactment of this tegislation will be
of great benetit not only to the ¢ity awd to the Federal Government, but will render
it much more convenlent and expedient for the employees to bear thelr just share
of the tax burden borne by other employees in the city of Philiclelphia,

+

CHAMBER OF COMMERCE OF GREATER PHILADALLNLA,
EcoNoMIcs AND TAXATION CouNelr,
Philadelphia, Pa., Febraary 138, 1960,
Hon. Josern 8, CLARK,
.8, Neanale,
Waxhington, D.C.

DeEAR SENATOR CLARK: T am writing to remind you of the interest that the
Chamber of Commerce of Greater Philndelphia hns had over the past decade
in tegistation peritting the withholding of wage taxes from bFederal em-
ployees.  We are most happy with the passage of ILR. 3151 by the 1Touse and
wish fo offer you all possible support in obtaining Senate approval,

As you know, approxinutely 70,000 Federal employees working in or near
Philadelphia are subject to Philadelphia’s 114 pereent wage tax wd the city
stands te gain $1 million annually from an efficlent withholding form of col-
lection in this one eategory.

It Is the hope of the chamber’s cconomies and taxation couneil that the
U8, Senate will shortly give its wholehearted approval to ILR. 31351,

Yery truly yours,
'nirie SterraNGg, Chairman,

CI1TY oF T/ANCASTYER,
Lancagter, Pa., Februarp 25, 1960,
Senator Josepit R, ('LARK,
Nenate Ofice Ruilding,
Washington, D.C.

DeAR SENATOR CLARK : City counell and T would like to register our appraval
of ILR. 3151, the bill to withhold city Income taxes from Federal employees.
This bill has recently passed the House of Representatives and I understand
that it i now in the Senate Finance Commniittee. Thix letter s to request that
you ask the members of the Senate Finance Comnittee to consider this legis-
Intlon as soon as possible and move the bill to the floor without Senate hearing.

We further hope that when this bill comes to the floor of the Senate that
you will east your vote in Its favor.,

Very truly yours,
TrOMAS J. MONAGHAN, Mayor,

CITY OF PHILADFLPHIA,
June 15, 1690,
Hon. Joskrnt S, CLARK,
Nenate Office Building,
Washington, D.C.
DEAR SENATOR Crark: Enclosed Is a statement concerning IH.R. 3151—S8
2551 proposing Federal withholding of city Income tnx by Federal depart-

ments and agencles.
These comuients are necessarily very bLrief but I belleve they cover the high

s|pots,
l'l‘lmnk you very mitch for your Interest in this legislation which iz so fm-
portant to the city of Phlladelphia,
Kindest personal regards,
Sincerely,
DAvip BERGER, City Solicitor.

Senator Crark. Now there is another point which T wonld like to

stress, and then T shall be through. L.
We have quite a lot of experience in Philadelphin with respect to

this collection of the tax on nonresidents.
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The total liability of Federal employees in the Philadelphia area,
those who either live in the avea or work in it, and there are 68,000 of
them, employed by 204 agencies, is approximately $4,723,000 a year.

Of this amount. the employees ave paying voluntavily 2,776,000 or
slightly more than half.  The remainder become an enforcement prob-
lem resulting in delinquencies aceruing over the years, 1 should point
out that the form of colleetion proposed is a withholding at the
source, which is the same system used by the Federal Government
incollecting the Federal income tax.

Now, the cost. of colleetion and processing in the case of current
payments is about 5 pereent.  But the cost of collecting delinquencies
—which are nmeh more diflicult and complex requiring investigation
amcd court action and the like—runs up to about 11 percent or more
than twice as much, so that this bill, if passed, wonld be of great ad-
ministrative assistance to all the cities which have this waga tax.

But. moreovery it is, T think, only simple justice to the employees,
and it is interesting to note that our Philadelphia revenue conmmis-
sioner, he is our tax enforcoment agent, has met with officers and
representatives of the Federal KEmployees Unton and other employees
associations and they have consistently joined with the city in mrging
that. this deduetion at the sonree should be authovized by the Federal
Government.

Younay well ask why?

The answer is elear that human frailty being what it is, these
leaders of the employees know, and I think most of the employees
themselves know, that it is far better to have this tax collovlm{ at the
source at the time that it becomes due, and if there is any legal question
as to whether it was properly colleeted or not, atfecting even a small
group, they can always test that netion in the courts,

But if they don’t pay it and then the cities have to go after them
Tater, they are really in 2 bad jam, becanse most of them have spent
their salavies, they don't have Iflu backlog of surplus necessary. They
are having penalties assessed on them, they arve having interest nssessed
on them and if this thing runs for 2 or 3 years, this can be really a
crushing blow to n Federal employea or any other employee who either
through inndvertence or design has failed to pay the tax, so T feel very
strongly that this bill is in the interest of the employees as well as in
the interest of the municipality.

My last comment. is that in terms of reciprocity we might almost
say in terms of senatorial courtesy, the municipalities willingly collect
from their employees at the source, the Federal income tax which
those employees are required to pay, and it seems only a matter of
justice and veciproeity to have the shoe on the other foot, and to permit
the Federnl installations to make the same deductions at the souree
which all private corporations do in the area with respeet to their
employees.

(l)nn of the interesting things which developed in Philadelphia as a
result of the cooperation of the chamber of commerce, hns been the
Radio Corp, of Amerviea which is loeated in Camden, N.J,, is presently
deducting for the city of Philadelphin from the wages and salavies of
emplovees of that corporation who live in Philadelphia, the Phila-
delphia municipal wage tax and this has been acquiesced in withount
protest by all of those individuals who arve only too hnppy to have this
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deduction made.  Althongh there is no way in the world hy which
the city of Philadelphia could require the Radio Corp, of Mmeriea
to do that,

Thix cne about beeanse for some years they didn’t do that, and
then the eity was obliged under the tevms of its law, to try to enforee
the tax by police action which was unpleasant and expensive for all
concerned.  Such enforcement action conld be avoided if this bill were
passed, ) o

Myr. Chairman, 1 thank you again for your courtesy in permitting
me to appear heve and T do hone this bill ean be favorably reported
ated passed before we adjourn,

The Crraesax, Thank you, Senator,

Senator Crark. Thank you, sir,

The Ciiamsraxn, Thank you very muceh, siry it is always a pleasure
to have you,

Congressman Brown, it is a great pleasure to have yvou with us.

STATEMENT OF HON. CLARENCE J. BROWN, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF OHIO

My Brows. Thank yon,

Mr. Chairman and members of the committee, I appreciate very
much the courtesy which has heen extended to me by permitting me
to appear so promptly beeause of other commitments 1 have on the
other side of the Capitol,

The cities of Dayton and Springfield, Ohio—Springticld happens to
be in my own district—hoth have local city income taxes and have
been interested in legrislation of this type fora long, long time.

Last session this particular bill, which is now before you, was re-
worted ont of the Ways and Means Conmnittee, It came hefore the
tules Commiittee and perhaps T was instrumental in having it sent.
to the floor under a 1mle adopted for its consideration.

Then rather to my amazement, after 1 returned to my dutivs and
responsibilities in the Rules Conunittee, by inadvertence an mmend-
ment was_put into the hill which wounld limit the distance from a
city to a Federal installation in which persons who should pay city
income taxes would be due might be employed. As a result, to my
great. amazement when the bill clearved the ITouse, and I might also
add to my embarrassment, an amendment which struck out any op-
portunity forthe city of Springfield to collect these city income taxes,
or to have them colleeted for them of the employees living in Spring-
field who were working at Wright Patterson Air Force Base, which
has something like 40,000 employees, was adopted.

I sugzest that if this committee is to report this legislation, or to
consider it seriously, it might be wise and advisable to make the
distance provision apply to about the usual driving distance from
Federal employment.  We have people who drive 45 and 50 miles
perhaps to work in these various Government installations, and cer-
tainly the mileage limitation in this bill would be very unfair and
unfortunate to the city of Springfield, and to my distrief, So T think
it would establish an unfair rule of thumb whereby there might be
some: responsibility on the part of the Federal Government o collect

the city income taxes,
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So I would like to urge, Mr, Chairman, and members of the com-
mittee, if I may, that if this legislation is to be reported, and that
of course is n matter for your own wisdom and your judgment, that
it contain an amendment, or that you consider an amendment, which
would fix the distance of Federal employment away from the city
collecting city income taxes of somewhere around 40 or 50 miles.
I believe the average driving distance to work is that for I said
2 moment ago, a great many people drive 40 to 50 miles each day to
work in some of these places. It would be very helpful to that rather

. 3 ) . . . &
hard stricken city of Springfield, a city which has n great deal of
unemployment, if needs these tax funds if it may get the tax collec-
tions provided in this bill, for it has had difliculty in collecting taxes
from Federal employees who have worked at these Federal instal-
Intions.

‘I'his completes my statement. If there are any questions you wish to
ask me I shall be glad to attempt to answer them.

The Cramyas. Thank you very much, Congressman,

Any questions?

Mr. Brown. Thank you very much, T appreciate your courtesy.

The Coamyan. The next witness is Senator Case of New Jersey.

Senator, we are delighted to have yon, sir.

STATEMENT OF HON. CLIFFORD P. CASE, A U.S. SENATOR FROM
THE STATE OF NEW JERSEY

Senator Cask. Thank you, Mr. Chairman, First, Mr. Chairman,
if I may apologize for being late.

Mr, Chairman, and members of the committee, I am grateful for
this os)portunit-y to testify on ILR. 3151. I am agaiust this bill. It
provides that or would provide that the Federal Government should
withhold compensation of Federal employees local income taxes im-
posed by municipalities having n population of over 52,000 people.
Mr. Chairman, I think this bill would make a local tax collector out
of Uncle Sam, and before I outline briefly my reasons for opposing
the bill, perhaps it might be helpful to explain a little of the back-

vound of the double taxation dispute which has proved very disturb-
ing to New Jersey residents who work in New York and Philadelphia,
g)nd I may say at least one other Pennsylvania community, Kaston,

a.

There is a double burden of taxation.

Now Jerseyites who work in New York pay New York income taxes
on their New York income earnings, and f\'ew Jerseyites who work in
Philadelphia and Easton pay taxes to these cities: at the same time
New Jersey citizens pay their full sharve of the cost of New Jersey
State and loeal government, They realize it represents double taxa-
tion, I think it is clear, from the fact that.the New York income tax law
grants reciprocal exemptions to residents of other States which im-
pose an income tax. But we in New Jersey don’t have an income tax.
We nre very fortunate up to now in_that regard, at least in other
respects than this particular one, and New York gives no recognition
to the various property and other taxes by which New Jersey resi-
dents support their State and local governments.

57728—60-—3
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Of conrse, Phitadelphin and Easton don't give reciproeal exemption
to anybody.

Upuntil now, neither New York State nor Philadelphin nor Easton
L may say has indicated any willingness to cooperate in eliminating
this particular kind of double taxation which pavticularly affects
New Jersoy residents.

Even the very madest. proposals of Governor Rockefeller which
would have given New Jersey rvesidents equal treatment. with New
Yorkers under the New York State income fax Inw, which doesn't
at all meet the doulle taxation problem, was turned down by the
New York State Legislature,

I may say this isn't a party matter.  There were Republicans in-
volved in the turndown as well as Democrats.  Several thousand
residents of southiern New Jersey work for the Federal Government
in the Philadelphia Navy Yard. They have got to pay the Philadel-
phia wage fax,

Despite the faet that the Navy and not the city provided all day-
time services and naturally enough they feel strongly that the Fed-
eral Government hasn’t any moral right to step into their dispute
with Philadelphia. T strongly concur with this and T am opposing
the efforts of Philadelphia and the Pennsylvania Senators, Republi-
can and Demoeratic, to pass this withholding bill,

So much for the I)m&:gmuml of the dispute which involves in all
soveral hundred thousand New Jersey vesidents,

But. 1 think these facts are pertinent to our consideration of IHL.R.
3131 For even though sinee 1952 the Federal Government. has heen
withholding State income taxes owed by its employees this bill, TLR.
3151, opens the gates (o @ new and T think very undesirvable area.  Pro-
ponents will say the bill has the support of the Treasury as it passed
the Senate. T think this—as it passed the House and 1 think this is
clearly not a fact. When it was fiest introduced it applied to cities
with populations of more than »00000 people.  As veported by the
House Ways and Means Committee it applied to cities of aver 75,000,
and as amended by the House tha scope of the hill was still further
expanded to bring in all cities of 50000 and more. The Treasury
flatly opposes this latest expansion, and if you believe the proponents
of the {n 1 in the House do\mte, I think the committee would realize
that this is only thabeginning.

It is the clear intention of the proponents to bring eventually into
this burdensome bookkeeping operation every municipality in the
Thited States where an income or wage tax is levied and, accordingly,
administrative costs for the Federal Government, I think, would be-
come prohibitive,

ILR. 3151 is aimed specially at nonvesidents of those cities which
levy income taxes. To put the Federal Government in the role of
local tax collector, I thinlk. Mr. Chairman, is to place it in the wrong
side of the hot dispute.  Furthermore, it is untrue for the proponents
to suggrest that there is no cloud under the legality of the particular
tax we are talking about, I am talking now especially about the Phila-
delphia wage tax as applied to New Jerseyites who work in the Phila-
delphia Navy Yard. There is considerable doubt on this point. My
constituents vho arve associated with the wnge tax protest. New
Jersey, all Federal employees of the Navy Yard and taxpayers in
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Philadelphin arve challenging the legality of the wage tax in the Fed-
eral courts. I think this Congress ought. not. to put. the seal of Federal
approval on municipal income taxes on nonresidents.  Moreover to do
so, in my judgment. would lower the morale of the Federal employees
in such mstallations as the shipyard in Philadelphia.  Where the non-
residents, my constituents, are struggling to free themselves from the
burden of double taxation and passage of the hill I think would un-
doubtedly enconrage other communities to levy an income tax since
the Federal Government. wonld do some of the collecting and the
bookkeeping nt. itsexpense.

1f the committee is minded (o consider the bill at all, I urge strongly
that it remove one of the objectionable features by restrieting the ap-
lication of the bill to workers who reside in the taxing jurisdiction,
and necordingly rm\'on[ its application or didn’t at least encourage
and assist. its application to nonresidents,

I hope, however, that the committee will go further than this, and
seizo this opportunity of putting an end once ad for all o the whole
gross unjust burden of double taxation,

Fhe commitiee can do this and 1 urge that it consider seviously
and 1 hope that perhaps it will report as & substitute for or in addi-
tion to this bill, my proposal whieh is Senate Joint Resolution 67,
which would amend the ULS, Constitution so as to deny States and
vities the right to tax the incones of nonresidents.

‘This constitntional amendment would end the double taxation evil
once and for all.

I appreciate the opportunity to appear before you, and I am confi-
dent. that in your wise and humane hands my constituents will be pro-
fected,

The Cramyas, Thank you, Senator Case. We hope you will come
again,

Senator Case. Thank you, Mr. Chairman,

The Criamyan, Any questions?  ‘Thank you very much.

The next witness is Congressman Cahill.

STATEMENT OF HON. WILLIAM T. CAHILL, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF NEW JERSEY

M. Camirr. Mr. Chiaivman and members of the committee, first of
all many 1 express to you my appreciation for this opportunity of
appearing before this committee. 1 have listened to the witnesses
who preceded me, and certainly I do not want to repeat what they
have saicl. I have just heard Senator Case present what 1 consider to
be n very forceful and accurate statement of the facts, and he said
pretty much what 1 had intended to say. .

There ave just n few things that were not said that T would like to
all to the attention of the committee.  First of all, T want to say to
the committee 1 represent the First Distriet of New Jersey which is.
immediately across the Delaware River from the city of Philadelphin
and a great many people of my district work in the city of Philadel-
phin. They are compelled to pay the Philndelphia wage tax even
though, contrary to what Senator Clark indicated to the committee,
they do not réceive any services from the city of Philadelhpin.
Particularly is this true, as was indicated by Senator Case, of the resi-
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dents of south Jersey who work in the Philadelphia Navy Yard. As
a matter of fact, Mr. Chairman, there are many of them who get to
the Philadelphia Navy Yard from the State of New Jersey without
ever going into the city of Philadelphia.

So that aside from the inequity of the tax, it is my thought that
the Federal Government should not assist by aiding in the collection
of this unjust tax.

I think, however, the most important thing before this comnittee
is this question: As was indicated by Senator Case in his testimony,
when this bill was first introduced 1t applied to cities of 500,000 or
more, and it is my understanding there were onéy two cities encom-
passed by the bill, Philadelphia and St. Louis. Since it has been in
the Congress of the United States the two cities have now grown
to about 20 cities. The population has been reduced from 500,000
to 50,000 and has extended, I think from about two States to almost
six States which is an indication if the Senate of the United States
and the Congress of the United States places its stamp of approval
on this form of taxation you can count on any city in the Bnited
States imposing such a tax, particularly those cities who have the
benefit of a great number of nonresidents who are working in the
city and living outside the city. The result of course is as was indi-
cated double taxation.

Now I would like to specifically point out the problems which con-
front the Federnl Government if this bill isapproved.

Take, for exmmple, a special agent of the FBI who is stationed in
the Richmond office, and is assigned and transferred by the Depart-
ment to the Philadelphia office, and is there for a period of 6 months.
It is incumbent upon the Federal Government to withhold from that
Federal agent’s salary the Philadelphia wage tax. Now just imagine
a multitude of accounts the Federal Government is going to be con-
fronted with when Federal employees have to be assigned into those
areas where there is a tax comparable to the tax as it exists in the city
of Philadelphia and the city of St. Louis.

Secondly, I would like to indicate that Senator Clark, as he pointed
out, I think this is a very forceful argument aggainst him, Senator
Clark pointed out, that since the local municipalities are collecting
the Federal income tax, the Federal Government should reciprocate
and collect the local tax. I would like to point out to the committee
that it is very interesting to note that the Legislature of the Common-
wealth of Pennsylvania introduced a bill wherein they tried to compel
the State of Pennsylvania to collect the Philadelphia wage tax from
people living outside of the city of Philadelphia, but within the
Commonyealth of Pennsylvania, who work in the city of Philadel-
%}na, and the State legislature refused to pass that bill, so in effect,

ennsylvania is asking the Congress of the United States to do some-
thinﬁ that their own State legrislature refused to do.

I heard Senator Clark make the statement that RCA was collect-
ing this tax. It was my understanding that they were not.

But I had my office call RCA to find out, and I have a message
from the clerk of the committee here where Mr. Ewing, Samuel Ewing,
who is general counsel for RCA, apparently gave the information
that they are not: that they have supplied the names, addresses, and
salary rates to the Philadelphia authorities but that they are not col-
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lecting the tax for the city of Philadelphia, This is one of the things,
Mr, Chairman, I argued in the House, that if the Congress of the
United States makes it necessary and mandatory for the Federal Gov-
ernment to collect, then it seems to me every industry in the coun-
try is going to be put in the same position.

So, in conclusion, may I urge the committes to evaluate the cost
to the U.S. Government, to consider the number of new employees that
will be required, to consider the number of new municipalities who
will in my opinion, enact this type of taxation, and to consider the
great cost that it is going to be to all of the people of the United
States who will be paying solely for the benefit of the few municipali-
ties who will benefit by this tax,

'{‘_}}aynk you very much, Mr, Chairman, for this opportunity to
testify.

The CHamrymaN, Thank you very much, Mr. Congressman.

Any questions?

Senator Symington, come forward, please, sir.

It is an honor and pleasure to have you before the committee.

STATEMENT OF HON. STUART SYMINGTON, A U.S. SENATOR FROM
THE STATE OF MISSOURI

Senator SyaineroN. Thank you, Mr, Chairman, Itisanhonorand
pleasure to see you and the other members of the committee.

Mr, Chairman, I would like to present the No. 1 mayor of the coun-
try today, inasmuch as he is president of the American Municipal As-
sociation. He is here from my city of St. Louis and I have a very
short statement., with the committee’s indulgence, that I would like
to read.

Mvr, Chairman, may X urge favorable consideration by your commit-
tee of H.R. 3151, the bill providing for withholding of income tax
imposed by certain cities on the compensation of Feﬁeral employees.

1 was a cosponsor of the companion measure in the Senate, S. 2551,
introduced by Senator Clark at the last session,

Under existing law, the Federal Government is directed to enter
into agreements with States whereby State income levies are with-
held from salaries of Federal employees. The measure before you is
an extension of these provisions to cities over a certain size which levy
taxes on incomes.

HL.R. 3151, as I see it, is an equitable bill. It extends to cities the
same courtesy they extend to the Federal Government, the withhold-
ing of taxes imposed by the other instrumentality. The bill does not
impose any new taxes. It only provides for collection of taxes which
are rightfully owed to the cities. Approval of this bill will assist our
cities in meeting their financial burdens as the cities assist the Federal
Government. in meeting its burdens.

Thank you, Mr. Chairman, .

May I ?resent Mayor Raymond Tucker of St. Louis to this
committee

The CuarmaN. Thank you very much, Senator Symington.

Senator SyminaeToN, Is the committes ready to hear the mayor at
this time?

The CrairaaN. Mayor Tucker, will you come forward, pleasef
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Senator SvamiNaox. Semator Byed, M Chaieman, Sevator Frear,
Senator Bennett, this is M. Raymond ‘Tueker, very able mayor of the
vity of St, Lonis,

The Ciamsan, Mre, Mayor, take o seat, siv, and proceed.

STATEMENT OF MAYOR RAYMOND R. TUCKER, ST. LOUIS, MO.

M Peerek. Mre, Chairman and members of the committee, 1 am
Raymond R, Tucker, mayor of St Louis, and T am president of the
Ameviean Municipal Association, '

T'he propenents of the legistation you me considering could stunmon
many witnesses from vavious pavts of the conntry to appear hefore
vou. However, we ave quite aware of the tremendous pressures your
committee is operating under at. this point. of the session,

Wo kitow that the sugar bill, tavitt bill, social seewvity and medieal
eare for the aged, and other matters must. ba acted on in the shovt.
remaining: weeks of this session,

Wo appreciate your consideration in granting us heavings under
these cirenmstanees,  In order to conserve your time, all of the mu-
nicipalitios aflected by the legistation have agreed (o havoe me festify
on theie behalf,

1 think 1 shonld review hrietly for yon the history of this legislation,
In 1952 Congress enacted legislation (66 Stat. 76d) providing that
whern State or tervitorial laws requirve the colleetion of a fax by with-
halding by employers, the Federal Government upon wvquest is to en-
for into an agreement (o withhold the State or tevritovial tax from
compensation paid Federal employees who see employed in the Stato
ar territory,

This law was enacted beeanse of the vefusal of (he State of Ver-
wont to withhold the Federal income taxes owed by its State em-
plovees unless the Federal Government veciprocated in withholding
the taxes oned by Federal employees o the State of Vermont,  In
1952 there were only two States, Vermont and Ovegong and the Terei-
torivs of Alaska and Hawaii, which used the withholding method. At
the present time there are 32 Seates which impoxe income taxes, of
which 21 colleet throngh the withholding method.

Municipal taxes which provide for withholding en compensation
preseutly e in effect in five States: Alalsoma, Kentueky, Missonri,
Ohioand Pennsylvania,

The present Iaw, in the form originally sponsoved by Senator lan-
doers, provided:

Where any statute or provision of law of any State, ‘Terrilory, or posesston
of the United States, or any politieal sulddivision thoreof, provides for the ool-
lovtion of a tan by hposing upon employers generally the duty of withholding
sulix from the compensation of employees and making returns of such sums
to the authorities of such Ktate, Territory, or possession, or any political sub-
divistons thereof -
withholding is anthovized,

The American Municipal Association believes that the original
wording of the Flanders Lill was sound, and that it should have ap-
plied 1o all political subdivisions, withent limitation,

As you gentlemen ave well aware, all of our mumicipalities through-
out the Nation are ereatures of the several States, and their taxing
powers are granted them as an exercise of the sovereign powers of the
States in which they are situated.
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‘Therefore the reciprocity granted the States under the present law,
which was a recognition of the sovercign rights of the States, should
luve been applied (o the politieal subdivisions of these States, which
ave exercising their taxing powers granted by the States,

In fact in 1956 (he Anerienn Municipal Associntion, representing
more than E3G00 municipalities throughout the conntry, adopted as
part of its national municipal policy the provision that the provisions
of the present law us they apply to the States should be extended to
the potitical subdivisions (heveof,

However, the ‘Preasiey Depariment. objeeted to these fn‘m’isimns as
they applied to politieal subdivisions in the orviginal Flanders hill
on the gronnds that. it would create too complex an administrative
problem for the Federal agencies.

Thoe ohjections have never seemed valid to us, beeause as you know,
this wilhfmlding is done through n machine punch operation. "T'he
saane mechanism which has been set. up to make the withholding for
the States ean bautilized for the cities,

Howevery it. was necessary Lo defer (o the indgmon[. of {lie Treasury
Department. in order fo get. their approval for a bill which would
straighten ont. the Vermont situation,

The provisions ns they affeeted politienl snbdivisions were stricken
from the hill by the House Ways and Means Committee,

The Ameriean Municipal Association held a series of meetings with
the Treasury Department. and the Burean of the Budget. Agreement
was reachied that they would favor a bill which provided for withhold-
ing for cities with a population of 75,000 and over, and legislation was
introdueed in the House and Nenate at (he boginning of (his session,
Both the Tlonse Ways and Means Committee and the Senate Finance
Committee were informed by the administeation that it favored the
legislation in this form,

The cities afleeted by the bill in this form were Allentown, Altoona,
Tirte, Philadelphin, Pittsburgh, Seranton, Pag St Louis, Mo.; Louis-
ville, Ky.: Canton, Cineinnati, Columbus, Dayton, Springfield, ‘Toledo,
Youngstown, Ohio.

Tho bill was approved mnanimonsly by the Tonse Ways and Means
Committee, and early this year LR, 3151 was passed by the House by
avoleof 221 (e 160,

Before passage by the House, the Ways and Means Commiittee ae-
copted on {he floor, ind the House enacted, two amendments to the bill,

One amendment. lowered the population ligure from 75,000 to 50,000
and brought. under the provisions of the bill the additional cities of
Covington and Loxington in Kentueky, and Bethlehem and Laneaster
in Pennsylvania.

I'he other amendment provided that. the provisions of the bill would
apply to Federal installutions located within o S-mile radius of the
city, provided the installation was loeated in the same State as the
city affected. This would boof benefit primavily to the eity of Dayton.

Since then in our conferences with the administration we have been
informed that the amendments inserted on the House floor are un-
aceeptable to the administration, and 1 believe the latest report to this
committea takes the snme position,

We do not beliave that either of these amendments would impose
cumbersome burdens on the Federal Government. However, we
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realize realistically that this legislation can only become law with the
administration’s approval. We are therefore willing to have the bill
amended back to the eriginal form in which it was presented to the
ITouse and Senate, in ovder to have this legislation enacted,

Now, what arve the reasons for favorable action on this legislation by
your committea?

First, it is a simple matter of comity and reciprocity. As the House
Ways and Means Commitiee veport. on ILR, 3151 pointed out, in its
report on HLR, 5157 in 1952 it recommended favorable action on the

present. Iaw because of the cooperation of the States in withholding
ederal incomo taxes from their employees.

The veport on ILR, 3151 continued:

Your committee believes that the same reasons should also require the Federat
GQovernment to withhold clty fucome taxes from Federal employees. The clties
also have cooperated with the Faderal Governmient with respect to fiseal matters
generally and also withhold Federal income taxes from compensation patd their
cmployees.

The bill is favored by the American Municipal Association and the
V.8, Conference of Mayors and with your permission I have a resolu-
tion which T will present now, of the U.S, Conferenco of Mayors—
since it would obviously simplify the collection procedures and costs
for tha mmmicipalitios,

Thus it wonld improve their vevenues and help them meet the
mounting costs of municipal sorvices, Tt would also reliove them of
tho necessity of harassing Federal employees who are delinquent by
dragging them into court. and imposing heavy penalties on them,

The eity of Philadelphin, which is the largest municipality aflected
by the bill and, incidentally, has n population mueh greater than many
of the States granted withholding, estimates that it is losing &1 million
a year through lack of withholding, both in added colleetion costs and
lost taxes.

Secondly, the bill is favored by the overwhelming majority of the
Federal employees who are subject to these taxes, The Federal em-
ployees feel that they ave entitled to the same convenient regular with-
holding method of paying these taxes which are enjoyed by all other
classes of employees, including private, State, and municipal em-
plovees,

Without withholding they are subject to lavge lump-sum payments
and penalfies and interest. when they fall behind in these payments.
As proof of this point the hill was heartily endorsed in the TTouse by
the national organizations vepresenting Federal employees, inclnding
the Amevican Federation of Government. Employees, the National
Association of Letter Carvims, the National Postal Clerks, and the
National Associntion of Mail Handlers,

Thivd, the bill is favored by tha Treasury Department and Burean
of the Budget. The avgument that the bill would saddle the Federal
Government. with any significant_costs lias heen_analyzed by the
Treasury Department and the Budget. Bureau and found not. to be
true. Tt would merely vequire making a machine punch on a card
presently equipped forsueh an operation.

Novertheless, it must ba acknowledged that there is opposition to
the bill, and I am sure that witnesses will appear before yon in oppo-
sition to it.
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From having studied the argument before the House Ways and
Maans Committee and on the House floor, we can anticipate what the
opposition argument will be. I think you will find, if you analyze
these argnunents, that they ave arguing against this bill as if it were a
tax bill under which the Federal Government were imposing taxes on
someone,

It is not a tax bill. 1t does not affect. the tax lability of any person
in the United States one way or another,

The oppoesition to the bill arises because in some instances the
taxes are imposed on nonresidents, and in some instances on residents
of another State,  But the jurisdiction of a city to tax any employee or
group of employees is not affeeted by this proposed legislation,  In fact
the bill specilically does not_consent to the application of any provi-
sion of a ¢ity’s law which has the effeet of imposing more burden-
some requirements upon the United States than it imposes upon other
employers, 1t does not subject the United States or any of its oflicers
or employees to any penalty or liability as a vesnlt of this law.

It also provides that withholding by the Federal Government will
not- ba required with respeet to taxes of n city which invokes with-
holding only with respeet to nonvesidents,

It reguives withholding only with vespect {o Federal employees
whose regulare place of Federal employment. is within the boundaries
of the city imposing the withholding tax.  No withholding of city
taxes is permitted on members of the Armed Fovees.

In other words, no additional liability for paying taxes can be im-
])usml on any Federal employee as a vesult of any provisions of this

aw.,

L withholding is permitied on alt other elasses of employees under
the sovervign taxing powers of the several States, and the Yegality of
these taxes have been uphiekl by the Federal courts, then obviously
Fedeval employees nmist pay them just as any other elass of employees
subjeet to the State law must pay them,

This bill merely provides for (he method of payment. If the courts
should decide inany instance that the taxes ave illegally levied then
they would impose” on the cities the requivement of repaying any
taxes levied illegally with back intevest,

No linbility is imposed on the Federal Government. ‘T'he avgument
that in passing this Iaw you e using the powers of Congress to
colleet illegal or unjust taxes is fallacious,

On the same grounds any city ndministration conld take the position
that they should not withhold Federal taxes owed by their employees,
;m the grounds that theve are inequities in the Federal income tax

aw,

Another fallacious argmment is that by passing this lnw you will en-
conragre more cities to impose taxes on nonrvesident Federal employees,
Nocourt would uphold a eity ineome tax if it were levied diseviminate-
1y on Federal employees on terms other than those which wonld apply
toatl other types of employees,

Federal employees represent only a tiny fraction of the employee
group subject to such taxes, and the power to withhold on all other
types of employees presently exists,

Fherefore, additional power of withholding granted by this bLill
would not be a significant incentive for any city to impose income
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taxes which it does not presently impose or which it wonld consider
imposing, )

L ean justify the imposition of these taxes on nonvesidents, ns we do
in St Lonis, But 1 do not feel ealled on to do o, Ieeause that issue
is not ermane insofar as this hill is coneerned,

1 appieciate the opportunity to appear hefore yon, and 1 hope that
you will give favorable consideration fo this legislation,

The Cunieman, Thank you very much, Mr, Mayor,

Awe there any questions?

Senator Bexxerr. Me. Chairman, 1 am sie the mayor would like
to go back and Tnok at the statement he made:

T view of the faet that the b provides
e says
It veguives withholding only with vespeet 1o Foderal employees whose regular
Place of Federal employment s within the boundaries of the elfy fmposing the
witholding fax.

The bill says:

an honest wegular place of Federal employment §s af 0 Federal fnstallatlon
which i within the same ety ax the ety It any part of such installation is
loeated within 5 miles of the corporate Himits of the elty.

So it does in eflect impose a (ax on Federal etmployees outside the cor-
porate limits of the eify under corfain civemmstances,

M Teexer, May 1 loeate that here?

Semafor Bexxerr. 1t is about 400 words from (he ond of your
statement,

Me Peerer. 1reeall, siv, that is one of the amendiments which the
Ameriean Municipal Association has agieed to aceept, if that is the
inferpretation of the bill, beeause that is not the intent,

Senator Bexxeee, Then, 1am s you would like fo indieate then
rather than flatly stating that the Bill provides withholding only with
espeet to employees whose vegular place of employiment is within the
boundaries of the city, that you would be willing that the hill should
=0 apply.

M Teexer, Dieeall that statement. 1 said that would only afeet
the city of Daxton.

The Crarvax,. Only affeets what ?

Mr, Trexer, Thad better toeate it. Tt is near the end,

Thisis the form. T am informed that it was presented oviginally, in
the Bill, by the Treasney Department and was accepted by them.

Senator Bexzere. That is vights Imt the bill was changed in the
NHouse =0 ¥ just want to make elear you understand that the hill does
apply to employees employed 5 miles outside of the city limits,

Mr Trerer. And living within the city.,

Senator Bexxerr. Yes, but you don't contain that qualitication in
yonvrstatement.  You just make the flat statement that'it applies enly
to employees working inside the eity and 1 thonght. yvou wonld tike to
corveet_that statement, sir,

My Tveker. Thank vou,

The Criamman. Thank you very much,

At thispoint T wonld like to ingert in the record telegeams and views
endorsing the views expressed by Mayor Tucker from Tharold T..
Banmes, exeentive seevetary of the Leaguie of Virginia Municipalities,
Richmond, Va.. the Tonorable Thomas J. Monaghan, mayor of Tan-
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castery, P,y the 1onorable Arthur J. Gardner, mayor of Frie, I’a,,
Mr Y, Parent, Dirvector of Finance of the city of Dayton, Ohio, M.,
Charles Ledecker of the Pennsylvanin State Associntion of Boroughs,
Harrisburg, Pa., Morton I, Rotman, revenue commissioner of the city
of Philadelphiz, Pa, Mayor Richard o1, Colbert of Lexington, Ky.,
and James C, Carey, legislation vepresentative, Philadelphia DPost
Oflice Clerks Union, all endorsing the views expressed l)_v Mayor
Tucker.

Thank you very much, Mr. Mayor,

(The documents referred to follow:)

LEAGUE OF VIRGINIA MUNICIPALITIES,
Richmond, Va,, May 20, 1960,
Hon, Hagrey F, Bygn,
U.N, Scnator,
Nenale Office Butlding, Washington, D.C.

Drar Seyvator Byee: ILR, 3161, which is deseribad In the enclosed report of
the Commlttee on Ways nud Means, hng passed the House and I8 now pending
n the Senate Fluanee Commlittee, It would merely authorize Federal agencles
to do for certnin citlies what they atrendy do for Statex that levy Income taxes,
namely, withhold ety income taxes from the compensntion of Federnl employees
located In these citles that levy them.  These citles withhold from thelr city
cuployees' compensation the Income taxes levied by the Federal Government,
and 1t only seems falr that the Federal Government should reciprocate,

Although the bill would not presently affect the Virginla cltles, our league
cooperates with the munteipal leagues of other States and thelr member citles
through the Ameriean Municipal Assoelatlon which has endorsed this bill as
part of {tg natlonal munfelpal policy. 1t seems ke such a fair and reasonable
mensure that we are plensed to request your supp 2t. I would be glad 1f you
would give this matter your attention and lend whatever support you feel you
can to the measure,

With kindest personal regards, I am,

Yeory sincerely yours,
Haroup 1. Bauses, Erecutive Scerctary.

LANCASBTER, A, June 9, 1960,
Hon, 1tagey B, Byrn,
Chairman, Scnate Finance Commiticec,
Washington, D.C,

DEar SeNator Byrb: ‘The Counell of the City of Lancaster request an early
hearing on House Resolutlon 3161, We further authorize Mayor Raymond
‘ucker, of 8t, Loulg, (e testify on our Lehalf in reference to this LI

TrioMas J. MoNaguaN, Mayor.

Eute, A, June 10, 1960.
Hon, Harsy K, BByrp,
Chairman, Senate Finance Commttiee,
Senate Ofice Butlding, Washington, D.C.:

This munlelpality ln conjunctlon with other fnterested municlpalities respec-
tvely request an carly hearing on ILR. 3151 In the interest of expediting action
by your committee. We agree to have Hon, Raymond R, Tucker, mayor of St.
Louly, Mo, presldent, Amerlenn Muunlelpal Assoclation, testify on our behalf,

ARTIIUR. J. (RARDNER,
Mayor, City of Erie, Pa.

Daxron, Outo, June 1.4, 1960.
Mrs. IlrizaseTit 18, SPRINGER,
Chicf Clerk, Senate Finance Committee,
New Senate Ofice Buillding, Washington, D.C.:
To congerve the committee’s the ne personal appearance will be made by
Dayton, Olito, whe favors ILR. 31561 as passed by the House. ‘Ihis bill will not
make additlonnl employees taxuable but will make payment easter for employees
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who now pay municipal tax direct. Mall questionnaire to local Government
employees show 214 to 1 ratio favoring tax withheld same as private industry.
If compromise wonld assure passage Dayton stands with American Munieipal
Ascoclation position to be presented by Mayor Raymond Tucker, St. Louls,

president.
W. PPAReNT, Dircctor of Finance, Dayton, Ohio.

HIARRISKRURG, IPA., June 10, 1960,
Senator Harry I, B3yrb,
Chairman, Senate Finance Committee,
Nenate OQfice Building, Washington, D.C.:

The Pennsylvania State Associatlon of Boroughs request Senate Finance
Committee to schedule a hearing en LR, 3151, the bill to authorize the Federal
Government to withhold munfeipat income taxes from Federal employees. We
request that Mayor Raymond R. Tucker, president of the American Munieipal
Asxocintion, be permitted to testify for all municipalitiex interested in this
legislation.

CrARLES F. LEEDECKER,
Erccutive Divector, Pennsylvania State Association of Boroughs.

PHILADELPHIA, A, June 17, 1960.
Hon, HARgY F. ByYRbp,
Chairman, Scnate Finance Committce,
Nenate Ofice Building, Washington, D.C.:

It ig urgent both from the viewpoint of the financial aid serlously needed by
owr municipalities and the convenience and tinancial saving to Federal em-
ployees that bill, HL.R. 31531, be afforded a public hearing a8 soon as possible.
In order that action by your committee be expedited it is agreeable to my
department which is vitally {nterested in this matter that the Honorable
Raymond Tucker, mayor of St, Louis and president of the American Municipal
Associntion be the sole witness to appear on behalf of all of the municipalities
involved and it = further agreeable with my department for the convenience of
your committee that the heaving be limited to 2 hours.

Respectfully yours,
MorTtoN E. RorMaN,

Revenue Commissioner, City of Phildclphia.

LexiNeroN, Ky., June 16, 1960.
Senator HARRY F. Byrp,
Chairman, Senate Finance Commitice,
Scnate Ofice Building, Washington, 1.C.:
Request an early hearing on LR 3151 and in the interest of expediting action
by your committee we are willing to have Mayor Raymond Tucker testify on

behalf of the city of Lexington, Ky.
RicHARD J. COLBERT,

Mayor, City of Lerington, Ky.

PHaitADELPHIA, PA,, June 16, 1960.
Hon. Harry Froon Byrp.
Chairman, Scnate Committee on Finance,
Nrie Senate Office Building, Washington, D.C.:

To alleviate a serlous financial hardship on Federal and postal employees in
this area we urge your committee to favorably report to the Senate without
amendment, H.R. 3151, the city income tax withholding bill.

JAMES C. CAREY,
Legistative Reprezentative, Philadelphia Post Office Clerks Union.
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My, Teeser, Mr, Chairman, may I present for the record this reso-
lution from the U.S, Conference of Mayors?

The Criamaax. Without objection it will be inserted in the record.

('T'he document referred to follows:)

.8, CONFERENCE OF Mavoms,
Waxhington, D.C., June 16, 1860,
1ton. RavaioNp R, TUCKER,
Mayor, City 1lall,
Nt, Louis, Mo.

DEAR MAYOR TUCKER: As you know the U.8. Conference of Mayors has over
the past several years strongly supported leglslation which wonld authorize
cities to make arvangements with Federal agencies forr the withholding of city
fnconie taxes from the wages of Federal employees. We are indeed pleaxed that
the House of Representatives has approved 1LR, 3151 and that the Senate Com-
mittee on Finance will hold hearings on this bill on Friday, Juue 17.

In the interest of expediting consideration of 1LR. 8151 we have declded to
forego a personal appearince before the Sennte Committee. I would appreciate
it if you wonld, at the time of your appearance on behalf of the American Mu-
nicipal Assoctation, pluace in the record of the hearings the resolved portion of
the vesolution on this subject approved by the U.S. Conference of Mayors at its
1060 aunual conference meeting in Chicago on May 13 this year.

I would also ask that you assuve the Committee on Finance of the Senate that
this resolution was unanimously ndoped by the several hundred mayors in at-
tendance and that we in local government stand united in our support for the
lending proposal.

The 1ext of the vesolution ix:

“WITHUHOLDING OF CITY INCOME TAX ON FEDERAL EMPLOYFES

“Resolred by the UN, Conference of Magors, That the Congress be, and it is
hereby, urged to promptly enact legislation to enable cities to make arrange-
ments with Federal agencles for the withholding of city income taxes from the
wages of Federal employees.”

With warm personal regards.

Sincerely yours,
RICHARDSON DILWORTH,
Mayor of Philadelphia,
President, Confercnce of Mayors,

The Criraryax. The next witness is Mr, James C. Carey, Philadel-
phia Post Oftice Clerks Union,

My, Carey, will you come forward?

Is Mr. Carey here?

The next witness is Mr. Fred Devine of the Wage Tax Protest
League.

Mv. Devine, take a seat and please proceed.

STATEMENT OF FRED DEVINE, WAGE TAX PROTEST LEAGUE

Mvr. Devine. Mr., Chairman, I would like to thank the committee
for this opportunity to come before this committee as an American
citizen to present onr views in opposition to the withholding, wage
tax withholding. Before 1 begin, would it be proper to (‘I:n'i{\', com-
ment. on, several previous statements which have been made?

The Ciramrman, I didn’t understand you, what did you say? Will
you vepeat. that ?

Mr. Devixe. Several statements have been made previously by the
speakers.  May I comment on several of them?

The Cuamryan, Of course.
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Mr. Devixg, Congressman Cahill anticipated me on the RCA ques-
tion, 1 was going to bring that to your attention, that RC.\ is not
dedueting \ilmt'lphiu wage taxes.

The point was made about simple justice, and I believe we ean say
with equal frankness that is what we are secking.

With vespect. to some of the statements that have been made, I
think wa should look through, rather than at them,

The statenment has been made that 63,000 Federal employees and
204 agencies will pay to the city of Philadelphia $4,723,000 a year,
$2,776,000, which will be half of the total, paid voluntarily and the
balanee will have to be collected by legal means,

Now this is a_very baflling point, the exact number of Federal em-
ployees involved.  Before the House Ways and Means Committee on
Augrust 27 of 1957 Mayor Dilworth of Philadelphia told us that some
86,000 Federal employees would pay $3,100000 in wage taxes, We
have read in the Philadelphia Evening Bulletin that perhaps 5,000
Federal employees will be liable for this tax, aud we have on another
oceasion heard that 70,000 Federal employees would be liable,

Now we have an intersting point here,  1n the Philadelphia eight-
county area there are a total of 70,000 Federal employees,  Tf 700
are subject to this tax, it would seem to me they are claiming that
everybady in the eight connty area should pay this tax, which would
b preposterous.

Senator Bexzerr, May I ask a question, Mr. Chairman?

Do yon agree that the employees who live in Philadelphia who
actually live in Philadelphia should pay the tax?

: Mr. Devixe, I do not believe we can argue on that point, they
nve—

Senator Benxerr, OK, How many of these 70,000 actually live
in_Philadelphia, do you know?

Me. Devise, Of the 70,000 who actually live in Philadelphia, I
would hesitate, anything T wonld say would be a guess, T would say
maybe perhaps half,

Senator Bexxerr, We are not talking about 70.000 people who
would have to be reached by this program, we ave talking about ap-
proximately half of that number. sir,

Mr. Drving. Yes; but the point made by Senator Clark was 68,000,
I don’t think it has ever been determined just how many Phila-
delphia residents are Federal employees.

Senator Bexserr, That is the point 1 am trying to make.

Mr. Devine, Now we have heard statements about the faxing
powers granted to cities. What we are concerned with here is the
abuse, what we believe to be the abuse, of the taxing power and the
question comes up about the harrassing of so many thousands upon
thousands of Federal employces, and why they refuse to pay, and
if T may make this statement, I believe it may clarify t‘le issue.
1t is probably a natyral thing to resent bad laws, and we have heard
that the power of the people and the power of the press can change
bad laws under our American Democracy. We have a situation in
Philadelphin that may throw some light on why they don’t pay.

There is great contPoversy with the Sunday law, and the city has
taken an ontstanding stand with respect. to this law, and we hnve
in the words of Mayor Dilworth it is a ridiculons law™ and *we will
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ignore the faw,” and “we will protect a certain individual from the
State if he chooses to ignore the law,” so I think it is a human thing
when we feel it is an injustice.

Now, to my prepared statement,

My name is Fred Devine, I am an employee of the Philadelphia
Naval Shipyard with approximately 20 years of service and 1 am
chairman of the Publicity Committee of the Wage Tax Protest
League of New Jersey, Inc. T am appearing before this committee
on belalf of our league to urge defeat of the wage tax withholding
bill FLR. 3151,

“1t is natural, it is a privilege: I will go further, it is a vight which
all freemen celaim, to complain when they arve hurt,”® so spoke An-
drew Hamilton at the frial of Peter Zenger, And Zenger walked
from the conrtroom a freeman, It is veasonable to assume the full
import of the trial was not realized at that time, Who could fore-
see that the very foundation of the United States of America had
been laid that day?

It would seem that we are in a position analagons to that of
Zenger, .

The 86th Congress is the latest of many Congresses that have been
asked to enact nmumicipal wage tax withholding legislation, Is there
anything more just, reasonable or necessary in 1L.R. 3151 than has
appeared in the previous bills that have been defeated ?

Can we prove this legislation is less desirable today than it has
ever been in the past 2 We believe we can,

This tax withholding bill is unfair, it discriminates, The city of
Philadelphia and the city of Louisville and the city of St. Louis, to
the best of our knowledge, are the only cities fo enjoy carte blanche
with respect to wage, income, or occupational license taxes in their
areas., Let us look at Johnstown, Pa,

The Federal Government will become the tax collector for that
city. However, for the tiny communities around Johustown who also
levy the tax, the same Federal Government. will not. deduct the wage
tax.

It would seem our opponents, the proponents of this bill, are not
unaware of this situation. From the Congressional Record of Feb-
riary 17, 1960, we read these words by Congressman Johnson of
Colorado:

But I would say to the gentleman that this bill merely proposes that we
vecognize withholding taxes in ecities of 75.000 population or greater and if we
try to live with that experience we can leave to subsequent Congresses the ques-
tion of nny amendments.

The bill as it was finally passed by the House of Representatives
was amended to inelude cities of 50,000 or over. Eventually the U.S.
Govermment will be collecting taxes for every school district, every
town, village, and hamlet in the Nation. Is it wise to involve the
Federal Government in this thing?

It is interesting to note that the Commonwealth of Pennsylvania
still refuses to deduct wage taxes from the salaries of State em-
ployees.

The State of New Jersey has not acquiesced to the impassioned
plea of the city of Philadelphia to act asits tax collector, The State
of New Jersey will authorize the deduction of Federal taxes, 1t does
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recognize the supremacy of the U.S. Government. However, 1t will
not serve municipalities,

What might happen when the Federal Government becomes in-
volved in the palitics of this thing at the municipal level? I have
heve several recoipts from the Philadelphia wage tax oflice.  They are
for the years of 1942, 143, and 144, Included in the group of
receipts are two for each of those years marked “Paid in full” Now
what happened? Returns weve filed for the years mentioned and the
returns were aceepted in accordance with the requirements of the
wage tax ordinance. IHowever, the first three paid-up receipts were
issued befora the present time administration had made then power
absolute. They ave dated in the year of 1951. The second group of
receipts are dated in the year of 1955.

The wage tax oftice reandited the accounts of the previous admin-
istration and beat more wage tax from the hapless vietims=. 1 was
one of those victims and the receipts I have here are in my name,
The Philadelphia Evening Bulletin carried a glowing story of the
prowess of the Philadelphia revenue commission. 1Did he not in-
crease collections by some 1,300 percent ! 1 do not credit this as an
indieation of prowess or special ability.  Any person could do the
same thing if the law is changed and the enforcement oflicer is given
a jail cell as a club.

At this very moment in the city of Philadelphia a Federal em-
ployee is contesting the right of the city to collect wage taxes for
nmoney received for annual leave, sick leave, and gratuities. These
taxes are being attacked all over this Nation. People arve demanding
something be done about double taxation. Iventually corrective
measures will have to be taken. Why involve the 7.8, Government
atthis late date?

This bill, as well as the tax it proposes to deduet, is immoral. \s
recently as June 12, Senator Joseph S. Clark commented on the
minimum wage paid in Pennsylvania. The Senator stated that a
mininmm wage of 80 to 85 cents is disgracefully low. In a letter to
the Senator the question was asked, *Is it not a disgraceful shame to
take a 2-percent wage tax from that disgracefully low wage "

Perlaps the Federal (Government should investigate the possibility
of levying a flat rate Federal income tax with no exemptions, no
deductions.  The tax would be on evervbody's shoulders, “broad base.”
All wounld have a feeling of belonging, so to speak. Regardless of
wealth or poverty, everybody would contribute from the very first
penny earned.

The executive dirvector of the Philadelphia Chamber of Commerce
on August 27, 1957, told the Ways and Means Committee of the 1.5
House of Representatives:

Whetlier you consider that fax right or wrong, that is unimportant in this
case. It Is ghinply a matter of efliclent collection. We want yon to help us
enforce the lnw,

Shall we listen as Congressman .Ashley speaks on the floor of the
U.S. House of Representatives on Februavy 17, 19607

Thix bill Qoes not say whether a city earnings tax is good, bzad, or Ingif-

ferent. It shinply says that where there Is a local efty earnings tax, the Ful-
eral Governnient wilt give some reciprocity to the collection of it—

said the Congressman.
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To thoxe present in this voom who may be pavents we pose a ques-
tio. - Woukl you teach your child that whether it is vight or wrong,
goud, bad ov indilferent, it is unimportam? 1t is simply @ matter
of eiliviently gedting the thing?  The answer to that question is
obvions,

Is this tax right or wrong ¢ It is now 10 years and 2 days since
Senator  Kefauver made this siatement before another Senate
comnittee:

If there was some way of getting that question before the Federal courts it
would be a different matter.

The Senator was then speaking of our own peculiar problem with
the Philadelphin wage tax. Seven years passed before the Secretary
of the Navy granted the naval base workers the right.to try to find the
answer to that statement,

The city of Philadelphia would not concur—agree to a test case.
However, in the best interest of the Navy, the Secretary ordered, di-
rected the case to be tried. The arrest of (George K. Thompson on the
naval base and the hearing before the Federal district court occurred
on October 9, 1957.

The memorandum opinion of the court announced in December of
1957 was in favor of t‘\e city. On May 12, 1958, Mr. Thompson ap-
peared befove the court of appeals in Philadelphia. On July 18, 1958,
the decision of the court of appeals favored the city. ILess than one
month later, August 16, 1958, an assistant solicitor for the city of
Philadelphia made a television appearance in rebuttal to the appear-
ance of three naval base workers 4 days previous, August 12, During
the course of his remarks, the gentleman said—and gentlemen, I have
a serious point here:

The court somewhat ducked the Issue by stating that the request for a writ of
habeas corpus was premature: they should go into State court first and nsk for
it. Don’t come down here to Federal court and bother us. And they what we
call dieta, n law which means side comment. did state however that they felt
the city was justified in tnking the body iuto custody.

In December of 1058, the Supreme Court of the United States re-
turned the case of George K, Thompson to the State courts and on
March 23, 1959 the city of Philadelphin took possession of his body.
Twenty-six hours later, after a night in Moyamensing Prison, after a
round of seven Philadelphia judges, Thompson was released. And
there the case stands today. On June 7, 19680, just 10 days ago, four
more constituents of Senator Case were transported from the jurisdic-
tion of the U.S. Government by Government officials into the jurisdic-
tion of the city of Philadelphia.

Some went into the prison cell,

This capias procedure used by the city of Philadelphia which is con-
trary to the Constitution but not unconstitutional as explained by a
Philadelphia lawyer in a public discussion, is unnecessary because a
better way is available nnd is in fact used on other individuals.

This other procedure is a suit to assumpsit. with 20 days to appear
in the city., Why is this diserimination permitted?

As a result of the last raid we have taken what is perhaps an un-
recedented action. Wae realize the serious nature of the questions we
ave nsked. The Federal court judges in Philadelphia have been

asked to explain—
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1. Why did the Federal courts duck the issue?

T have a copy of the letter to Chief Judge John Biggs asking him
that question with some comments on the Declaration of Inde-
pendence,

2, Why are we, the pec sle, a bother to the Federal courts?

3. Why did the Federal courts only feel the city had the right to
take our bodies

In addition to the 7%hom pson case there are three other cases pending
against the city of Philadelphia, in Philadelphin. Here in Washing-
ton the case of Mr. Odie Geiger is still pending against the Civil Serv-
ice Commission and the Secretary of the Navy. IHowever, Mr, Geiger
is no longer with us. ITe has answered the inevitable call. e passed
away with his dreamn unfulfilled—his dream of walking back through
the naval base gate, his name and record cleaved,

Passage of this bill will bring us completely under the domination
of the city of Philadelphin. The way will be clear for more and more
wagre tax. It is proposed to raise the rate to 2 percent. The mayor
hopes it will not go beyond that. The cify will be in an even more
favorable position to raise matching funds for Federal dolars to the
disadvantage of less fortimate communities. Tt is quite possible pas-
sagre of this bill will sound the death knell of our fight for justice. -

You have heard the claim made by the city of Philadelphia that it
is not getting its fair- sharve of State and Federal funds. The city
solicitor, Mr, David Berger, on June 20, 1957, told the people of the
Philadelphia arvea the following facts:

All year he (Mayor Dilworth) has been going up to Harrisburg at least once or
twice a week for the purpose of pleading. cajoling. begging, threatening, and
otherwise maneuvering to get a fair share of the tax mouney for Philadelphia.
We've pone so far as to find out and prove to these people, the legislators, that
almost 40 percent of the money that’s collected by highway taxes and other
taxes comes right out of Philadelphia. and when we found ount what we were
getting we were astounded to learn it was less than 1 percent. We weren't
really getting a falr shake.

We come now to May 15, 1960, the “Philadelphia Evening Bulletin
Forum® is being telecast, Temnsylvania State Senator Edward J,
Kessler is diseussing the same subject with Mayor Dilworth, Shall
we listen as Senator Kessler speaks?

“Do you realize Mr, Mavor * * * Wait a minute Mr. Mayor * * *
Tsn't it true Mv. Mayor,” the Senator went on.

Categary after category was explained by Senator Kessler. Finally
the Senator said :

It's true that Philadelphia pays probably 1014 percent of the total general
fund ineome into the State and 1 think the return will be somewhere between
12 andt 14 percent that comes back to Philadelphia.

They receive hack 66 percent not 2.5 percent. ,

A Dr. Teon Oshy has stated it somewhat different. To the conten-
tion that Philadelphia should get back as much as it gives the doctor
told us.

I wonld only say in direct response. that it’s impossible, literally impossible,
fnri:;hil:ulolphln to get as much as it gives. It iz too wealthy to be in that
position.

The genﬂm{mn also pointed out with respect to property taxes: .

T think it's fair to say: although I will not give yon my source, T think it's
fair to say that in the city of Philadelphia some people are paying [property
tax] on an nssessment of only 10 percent of the full market value.
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The mayor has repeatedly told us that we are being used so that
the city of Philadelphia can enjoy the lowest real estate tax rate
among the major cities of the Nation.

Contained m H.R. 3151 is a vaguely worded clause that spells
trouble for the U.S. Government and I am happy to note it may be
stricken.  But may I call your attention to the remarks of Congress-
man Carnahan in the Congressional Record, page 2545, February 17,
1960, in which Representative Carnahan calls to the attention of the
House of Representatives the fear that exists nmong the postal work-
ers in the St. Louis area who do not live or work in the city of St.
Louis?

Their paychecks are made up in the city of St, Louis. The 5-mile
“supergovernment” amendment added to this bill contains these
words:
¢ * * who are subject to such tax * * ¢ located within 5 miles of the corporate
limits of such city.

Will some judge or city solicitor at some future date point the
finger at the postal workers of Glenolden, Pa., and say, “You are sub-
ject tothe Phll:\d(ﬁl\phia\ wage tax™?

Will the U.S. Government then pay the price in resentment and
discontent that the many years of litigation will cause?

Let us not forget the naval base and the words in the Buck Aet,
“Having jurisdiction to tax,” one of the strong points in our 18-year-
old controversy with the city of Philadelphia.

It is claimed by our opponents that the majority of the Federal
workers want withholding. May we point out that to the best of our
knowledge no vote has ever been taken to establish that fact. No
honest vote wounld ever be had unless all the true facts surrounding this
tax could be made known.

I have two illustrative letters here—one from a man we shall
call in the skilled labor class: one we shall call a semiskilled worker.

('The letters referred to follow:)

GLENOLDEN, Pa. June 10, 1960,
Chief Judge Jonx Bices,

U8, Third Circuit Court,
U.S., Courthouse, Philudclphia, Pa.

DEAR JUupae Brces: A most interesting point in the Bible reading controversy
wasg brought to our attention in the Philadelphia Evening Bulletin, issue of March
12, 1059,

You put the question to Councilman Henry W. Sawyer, counsel for the
couple who objects te having thelir child exposed to the Bible in the publie
schools.

The newspaper article stated. “A Federal court asked today what would
happen to the inscription, 'In God We Trust,’ on coins if it bauned Bille read-
ing in the Pennsylvania public schiools.”

I would like to believe the question asked by yon was with the intent to probe
the councilman's mind with respect to his knowledge of the Declaration of
Independence, a document the President of the United States has told us we
revere secottd only to the Bible,

1t would seem upon proper analysiy, the councilman’s answer showed i serious
lack of knowledge of the Declaration of Independence. This dismays me, due
to the prominent position enjoyed by the councilman in the organization known
as the Awmerican Civil Liberties Unton,

To the question relative to “In God We Trust™” on coins aud the practice of
opening Pennsylvania legislative sessions with a prayer, Mr. Sawyer sald, *I
regard the practices as ‘de minimus,” so minimal as not to be subject to any
ruling made by the court.” Can any court rule on the legality of *In God We
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Trust” and prayer? Permit me to eall to your attention the last paragraph,
the last line of the Deelarvatlon of Independence:

“And for the suapport of this Declaration, with a tivin rellanee on the protee-
tion of Divine Providence, we mutually pledge to each other ouv lives, our
Fortaues, and onr saered Houor”

IT the Dectaration of Independetee still has a place in onr Hfe and if it Is
to he revered second only to the Bible, then it wonld seem to me in view of the
fact the Founding Fathers ld a conselous beltef and faith in some power higher
than themselves It s only fitthng and proper that *In God We Trust” shonld ap-
pear on onr coins ad in fact should have a plivee in government without the fear
of oversensitive people that separation of ehurch and state s being violnted.
Am 1 othinking good? What ix your opluton?

Nimple logie should tell us that it is a wmattor of economics, Can youn imagine
the size of coin that would be required to place in readable size the words, *With
n Firm Reliauce on the Protection of Divine Providence.” Compare this with
“In God We 'T'rust” and 1 thiuk you will see the pofut.

On the surface it wonld seemm the rights of one segment of our population is
being violated, ‘o the Catholie, the Protestant, and the Jew, in fact to atl who
belleve in the, shinll we say, Higher Power there should be little objection.

We dismiss the aguostie,  If he can’t make up his mind then he is stuck with
it. ‘I'his leaves the athelist. 1t would seem the word “God” on the money in his
pocket would ben intensely.  Buat should §t?  Can he not rattonalize and say,
“Thon fools, yon have taken the first letters of my creed and created a myth.
You lnek the conrage to face the trath as 1 do. By your wyth yon hope to
obtain overtime In an fmaginary hereafter. You see, 1 get oblivion at death,”

The foregoing reasoning may be o much hogwash if we consider the facts
brought out by the Philadelphia Evening Balletin in its July Fourth editorinl for
1959, The editorialist points out, “It (the Declaration of Independence) contains
few sentences that seem applicable to our time, or could move modern Amerleans
te tnke up arms in a fight for freedom. Its grievances ngainst a petty tyrant
belong te the past.”

Can any tyrant ever be a petty tyrant to those under his heel?

Insofar as taking up arims the statenent seems somewhat facetlous, facetious,
that Is, so long as amendment I in the Bill of Rightz {8 the last to go.

The cditorlalist points ont there ure only two phrases in the document
tonched with fmumortality, *n decent respeet for the opinfons of mankind.”
Lifted out of context the words are meaningless and wmost certainly not
fmmortat,

1 violently disagree with the Bulletin’s editorinlixt with respect to hix state-
ment there are few sentences that seem applicable to onr time,

“With a firm rellnnce on the protection of Divine Providence * * ¢ They,
teo, hnave been deaf to the volee of justice and consangulnity * * ¢, \We have
conjured them by the tlex of our common kindred to disavow these usurpa-
tions * * *. We have appealed to thelr native justice and magnanimity * ¢ ¢,
We have warned them from tine to time of attempts by thelr legislature to
extennd an unwarrantable jurlsdiction over us * * *, In every stuge of these
Oppressionsg We Have Petitloned for Redress in the most humble terms: Our
repeated Petitlons have been answered only by repeated Injury. A Prince whose
character s thus marked by every aet which may define a Tyrant, {s unfit
to be the vuler of n free people * * ¢, For taking away onr charters, abolishing
onur most valunble laws, and altering fundamentally the Forms of our Goveen-
ments ¢ * * For transporting us beyond the Seas to be tried for pretended
offenxes * ¢ *, For depriving us in many cases of the benefits of Trial by
Jury ¢ * *. PFor imposing Taxes on us without our Consent * * ¢, I{e has
erected n multitude of New Offices, and sent hither swarms of Officers to harass
our people, and eat out thelr substance * ¢ ¢, Ie has refused to assent to Laws,
the most wholesome and necessary to the public good ¢ ¢ ¢ Ie hax for-
bldden hix Governors to pass Laws of fmmediate and pressing importance, un-
less suspended In thelr operation till his Assent should be obtalned: and when
so suspended, he has utterly neglected to attend them * * ¢ We hold these
truths to be self-evident ¢ * * all men are created equal ¢ ¢ ¢ endowed by thelr
creator with certaln unalienable Rights, that among these are Life, Liberty, and
the parsult of IHappiness * ¢ ¢ deriving thelr just powers from the consent of
the governed * ®* ¢, The Right of the People to alter or to abolich it ¢ * ¢
their Safety and Happiness ¢ * ¢ But when n long train of abuses and
usurpations, pursuing invarlably the same Object, evinces a design to reduce
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them uuder such Government for thelr future security * ¢ * a history of re-
peate injuries and usurpations, nll having In direct object the establishiment of
an absolute Tyranny over these States.”

“A decent respect for the opinfons of mankind,” indeed. You will note I did
not Inclnde it It Is worthless. Iet us assume you are a dictator and 1 am a
dictator. 1he world is divided between us. Can we not have a decent respect
for the opinfons of mankind? We are mankind. There are many immortal
plhirases and sentences in the Declaration that will always be applicable.  May
1 respectfully suggest that you look about you right here in the Cradle of Liberty,
the clty of the Declaration’s birth and spot the violations?

Just thiz week four honorable cltizens were transported from the jurisdiction
of the U118, Government into the jurlsdiction of the Birthplace of Democracy to
be tried for a pretended offenxe. Nee how it works? They were placed in a
presfure chamber known as the Moyamensing Prison wage tax jall cell,

May I respectfully request that you try to explain to me the statements of the
Philadelphia assistant clty solicitor relative to the faet the Federal court ducked
the issue In the Thompson case, xatd we, the people, were a hother and it, the
court, only felt the c¢ity had the right to nbduet naval bage . mvrl\m\ and hold
for ransom?

Would you also care to join with ffmul 1ift the pall that hnngs “dver Inde-
pendence Mall, restore its trne wéaning and no longer consider it me
tourist attraction? e

Could we firmly resolve to fend onr efforts to lmnrmo the quality of t
heritage we will hand down {(; the inheritors of the heritage, our children. thats

s assuming there will be a fieritage to hand dogn. that we mmmue uuder the

protection of divine prov once and }mt \mdoritlm prnm'llon'nf the 1CIIM?

The TCRM will help. but . !
Respectfully youry, L ] e s
T - e AN hu;n Dx\'l:ﬂ:.
/ i’i ~ \
Ufrgd Dasay, A, umw 24, m:.u
My, FrEp DEVINE, . ; \\ F g S .,

Qlcuolden, Pa.

Dear Mr. DEving: WWhile on the job to«h\,\‘, at tho Philut’lel#hln Naval Base,
T was notified by my uper\hor\) nmmft ot our personngl office, that the
Philndelphin Wage Tax\ Authortty ‘was in fo pick me op. dld ax-1 was re-
quested, and was teanspyried to the base security by ‘the - yardipolice. T

There I war interviewel by a navy-yard secm'lh ‘ftfeerin th presence of two
men from the Philadelphi) sheriff’s office. The omcor‘gme maq the om»ortunitv
of making teleplione calls pkfor to being escorted to the main m&

In thefr conversation T oterheard them:say that a workma#h from 31 shop, -

for whom they had a warrant,\h ('ml skippest out, and that they hnd A warrant foy’
mother man, and a summons tQ serve on another, -

After spending 216 hours in ¥ security, T was driven outside the gagé by
the yard police and turned over to Hie Philadelphia authorities who sepvédd me
with a writ of eapins aud drove me to thecriminal diviston of the eher 's offt
where T was held in $300 bail. Sl .

Had not my lawyer been nble to produce that amount f1é nsh. I wonld 1 R
been taken to the connty prison and held as a eriminal nntil it was produ
Since my wife was at Brownle Day Camp with the children until 4 o'clock, T
conld not have contacted her until after that time. and there wonld have hieen no
opportunity to get that namount of cash after the banks had closed

This they call justice, and Communists and racketeers are protected by our
Constitution and its fifth amendment.

Sincerely,
(GusTAv LESSER,

Mr. Devine. Let us assume that ILR. 3151 has become the law of
theland. We will then be at the mercy of the Philadelphia philosophy
best expressed by Mr. Teonard Drake in these words:

We find surprising little objection to it because for the average person it {s

deduieted before he ever see his wages. It's a psychological thing that the man
in the street does not raise the question of this wage tax even at 115 percent.

Uy
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It would =eem a better way to analyze the situation wounld be to
aceept the fact that the average person accepts with apathetic resigna-
tion the fact that he cannot eseape.

From Boston we have heard it said that those who oppose higher
and higher taxes ave political beatniks. It would seem proper to say
that we have been "nikked™ so much we are “beat.”  Representative
Sannrel L, Devine, Congressional Record, Febroavy 17, 1960, page
2340, has made an interesting statement worthy of deep consideration :

‘To me the whole proposition of withhelding is repugnant to the Ameriean way
of life, The taxpayers of the Nation have already been hilled Into apathy
foreiug them into a phitosophy that is contrary to the traditional Aweriean
freedoms,

Our oppoenents, they who wonld have the U.S, Government become a
municipal tax collector, have vedieed “taxation without vepresenta-
tton™ to just a slogan, ashibboleth,

We ean neveraceept that as the truth. The President of the United
States has tokd the world we revere the Dectaration of Independence
second only to the Bible in our way of life,

‘I'his belng so it is then obvious every word, every line in that
document is meaningful. 1t is ntterly impossible to imagine this line
of thinking, *'This is a slogan which may have been meaningful when
God handed it down to Moses but. 1 think today in the complex life
that we have in this country, there are many illustrations of stealing
which apparently do net seem to ivk the general population.™

This las been said with vespeet to the line in the Declaration of
Independence, *For impesing taxes on us without omr consent.™

Just as it is true that it is impossible (o live up to the moral code
completely it is also obvious we cannot live np to onr ethical code in
a perfeet sense. It would seem these words by the same assistant city
snllirilur is a tribute to the tolerance of the American people:

1 feel that when we substitute slogaus for thonght often we ean have diffi-
culty and this is a slogan which may hiave been meaningful when he wias
fmposing taxation on the Colontes but T think today in the complex life we have
in this conniry. there are many illustrations of taxation withont representation
which apparently do not scem to irk the general populntion,

The key word is *irked.”™  Tolerance shoukd not negate a prineiple
and prineiple it remains, 1t is one vight as free people to demand ve-
dress of grievance, Tt does not seemn vight that the Congress of the
United States should Tend its support to the vipping of any line from
the Declaration of Independence.  1f we agree with the President
then it seems only vight and proper that LR, 3151 be defeated.

However, there is an alternative. ‘Theve is always an alternative.
In canteast perhaps the thinking of the Phitadelphia Evening Bulle-
tin is closer to the truth,

Incits - of July editorial for 1959 it was pointed out the Declara-
tion of hadependence contains few sentences that seem applicable to
onr tinwe, or could move modern Ximericans to take up aems in a tight
for freedonm. Tt was o list of grievances against a petty tyrant—
can any tyent ever be a petty tyrant to those wnder his heel 2

The editorial states that twa phrases in the Declavation of Hude-
pendence are touched with immortality, *a decent vespeet for the
opinions of mankiwd.,”  Reduced to sueh a state it havdly seews to be
a document to revere xecond only to the Bible.  About the document
the Bulletin said, *Today many Anevicans might find its argument
ditlienlt to follow.”
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If the views of the Bulletin have become the general belief then it
would seem obvious that we have little with which to argue for the
defeat of TLR. 3151,

Would it not be better for the Congress to step aside and permit
us to settle this issue without the voke of withholding to shackle us?

The Chamyan. Mr. Devine, thank vou for your statement,

1 submit for the vecord a statement by Raymond IT. Ross, chair-
ntan, Legal and Legislative Committee, Wage Tax Protest League of
New Jersey, Ine.

{ The document referred to follows:)

SrATEMENT BY RAavsoxp HL Ross, CusRMAN, LEGAL AND LEGISLATIVE COMMITTER
OF TUE WAGE 'I'AX PROTEST LEAGUE OF NEW JERSEY, INc.

The propoxual fo fnitiate through the withholling procedures a method of en-
forced collections of taxes from Governmient etnployees withont their consent or
regard to any admitted Habilitfes,

Mr. Chairian and members of the committee, T am geateful for the oppor-
tunity to again express my objections to the further efforts of the proponents
of biNl LR, 315Y; adveeating the confiscatory collections of unjust taxes -
posedt by certain municipalities in certain instances where ne known services
are remdered.

This being my thivd appearance bofore varvions committees of thix fllusteious
hranch of our Governent in the past 10 years, [ have learned it is here that
measures of this kind are wore soberly evaluated: and consideration of indi-
vidual rights and the blessings of liherty entrusted to us by God, will be
cherished and protectad,

It was on June 15, 1930, hearings were held on the subfeet nuitter by the U.S,
Senitte Nulbcommittee on the Judiciary : Senators Withers and Refauver pre-
~fding, at which time the constitutionnlity of this Kind of taxes (when applied to
nonresidents) was questloned : nefther was it possible to determine what kind
of tax Phitadelphia was fmpoximg: was it an income tax, oceupational tax, or
it Heense to e purchased by the worker as authorlty to work for the Foderat
Government ?

This has been elarifted we flnd fn the proface of the “Income Tax Regulations
and Ordinanees of the City of Philadelphia® (p. iv), quote: 1t Is of ntmost slg-
nitteance to remember that the tax imposed by this ordinance is not a pers--al
income tax, it ixa property (ax,”  With this in mind it Is suggested every cantion
be taken that enr Government wilt uot be obligated at some later date to collect
taxes for real estate, water, gas, and electrie, etes: these ave categories where
other eities arve nlso having difteultios in it collections,

In order to curtadl time for (he committee members for other issnes, which
are so vitally required for seeking solutions at this time to more fuportant na-
tional and world problems, 1 feel it would be in the best interest of our Goverin-
ment that we of the Wage Tax Protest League of New Jersey, Iue, rest our
case on the presentations and statenents of our New Jorsey's former Congress-
man, Chartes . Wolverton, our connsel John J. O'Dowd : Vaux Owen, president,
National Federation of Federal Employees, and others as vecorded in the hear-
fug on bill TLR. G745 before the Ways and Means, House of Representatives
(S3th Cong.) on August 27, 1959,

You will find in pages 44 throngh to its conelusion n snfficient number of rea-
sons and substantiated facts that the enpetment of legistation of this nature
should not be approved or permitted (o bovome 1aw,

The Cuamyan. The next wituess is David Berger, the city solicitor
of the ity of Philadelphia.

My, Berger?

The committee will adjonrn.



36 CITY INCOME TAX WITHHOLDING

(By direction of the chairman, the following is made a part of the
record )
wasuiNarox, DG, June 15, 10,
THE SENATE FINANCE COMMITTEF,
Raom 2227, Neiw Seaate Office Ruilding,
Washington, D.C.:
{Attention Mrs. Elizabeth B. Springer, Chief Clerk.)

Subject testimony of John Rush representing city of Whitehat), Ohio, populi-
tion approximately 20,000. It ix adficent to the city of Columbus and approxi-
netely 5,000 Whitehall veslidents work in the ¢ity of Columbus and are subject
to Columbus city incomed tax,  During the year 1050, Whitehall having the suue
tinancial needs as sone other H4 Ohlo numieipalitios enneted a ¢ty inconie mx,
The Columbus Generanl *Supply Depot is partly within ity of Whitehall and
Columbus and employs in excess of 4,000 persons; at least 3300 of these em-
ployees are subject to Whitehall ety income tax, ‘the ¢ity of Whitehall probably
hax more Federal employment per capita than any other municipality in Ohto.,
The Federal Governwent s the largest single employing ageney in the city, The
amount of city tncome tax that would be withheld by this one agencey would be
In excess of $1I50,000 por year. ‘This represents a major portion of the eity™s in-
come tax yiekl, We feel that an amendment should be considered that would
requzire any Federal agencey or departinent be requived to withhold ¢hry income
tax regardless of thelr population if they have any Federal ageney or depart-
ment within sueh eity that employs in excess of 2000 employees.  The Hmitation
on population as contained in the present bill seems to be both fair and reasen-
able.  We do not feel that it woitld serve the hest interest to lower the popnlation
factor. City of Whitehall is not asking for any specinl coustderation only reasan-
ableness,

Respeetfully sulimitted.

Jonx Rusi, BROoOKR & ASSOCIATES,
Certificd Public Accountants, Warven, Ohio,

CHANMBER OF COMMERCE OF GREATER PIHILADELPIITA,
SCoONOMIC AND TaxATION CovNelL,
Phitadetphia, Pa., June 1§, 10060,
Hon. 1EARRY . BYRD,
Chairman, Scnale Finance Commnittee,
Capital Building, Washington, 1.(".

Drak Mg, Bygn: ‘The Economies and Taxation Counell of the Chamber of Come-
merce of Greater Philadelphin strongly supports 1LR, 31531 (permitting the with-
Tolding of eertain city taxes from wages of Federal enployeest.

The wage and Income tax is aon fmportant souree of revenne to the city of
Philadelphia, second only fu yield to the real estate tax.  For the waest part,
this tax 1x withhield by employers at the source, and because the rate is only
11, percent, it is not particulnrly burdensome to the taxpayer.  However, in
the absenve of a withholding arrangement for Federal employees, this group
of eltizens must report and make returns quarterly.  This, at best, is a hard-
ship on the taxpayer. Of course, a large mumber become delinquent ench quarter,
anad It is necessary for them to pay penalties aud Interest.  Many others attempt
to excape payment entirely, with mch resulting unpleasantness which has some-
times Ineluded heavy fines and continentent In prison.  Krom the economle stand-
point, these procedures which nre so distasteful to the Federal employee, are
very expensive to the eity of Philadelphia, Tt would therefore he to our mutuat
luterest to place Federal employees on the sane withholding basiz ax other wage-
earning taxpayers.

We urge that you and menbers of your committee report the bitl favorably to
the Sette floor as promptly as possible,

Yery truly yours,
PIELie STERLING,
Chaiviman, Eeonomics and Toaration Council.
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NoUTHERN ILLINOIS CITIZENS' LEAGUE,
(iranite City, 1., March 31, 1966,
Hon, HAkRY Froon Byun,
.8, Nenate, Washington, D.C.

DeAR SExATOR: With full faith and contidence that you as a U.N, Senator con-
sclentiovsly represent the people in the entive United States as well as the people
of the Nate which you were elected to represent, I am taking the liberty of
writing to you te fully acquaint you with the stand taken by our organization
on the bill o withhiolld taxes from the salarles of FPaderal employees which was
puxsed by the House of Represeutatives on February 17, 10, and en the subject
of tuxation of nonrestdents generally,

Perit e tiest of all, to give you a brief history of our organization., ‘I'he
Saithern Winois Citizens Lemgue 1s a nonprotit organization chartered in the
State of Hlinols certificate No, 12740, We represent approximately 35,00 1H1i-
nois residents, nemy of whom are Federat employees, who work within the city
of N1, Louis, Mo, Our purpose, as stated in our copstitution and bylaws, is to
promote equitable taxation and to do any and all things necessary thereto, This
means that we were organized for the purpose of oppoxing, through legal and
honorable means, the taxation of Hineis residents by the State of Missonrl and
by the ¢ty of Nt Lonis, Me.

In contection with our oviginal purpose, Yo may now he aware through news
release, tiut we have filed suoit in the UK. distriet court in St. Louis ngainst
the Ntate of Missouri on the 18th of February 1960, seeking to have their income
tax aw declared nuconstitutional insofar as pertains to 1linols reshilents.  On
the 1st of March 1160, our league tiled suit weainst the city of St, Lounls secking
to have their ecarnings tax law declared unconstitutional as it is applied to
Ilineis vesidents, llere the matter rests untll onr case is heard.

‘The position of this league with regard to the taxation of nonresldents ix as
follows:

AL The constitutionality of taxation of incomes of nonresidents: has not been
conelusively determinéd by the Supreme Court of the United States.  We have
clallenged both the Ntate of Missouri income tax and the city of St. Louls earn-
fngs tax In the UN distrlet conrt of 8t, Louis,

BB. No withholding tax laws should be enacted by the Congress of these
United States until the Supreme Court of the United States has bad au op-
portunity to rule on the constitutional questions ralsed in our cases.

. The SRonthern Hlinols Citizens League views the withholding bill as a
retatiatory measure by Representative Curtis of Missourt since our organized
opposition against the ity of 8t, Lonis enrnings tax was formed and to a great
extent ix dirccted by Federal employees.

. The adoption of anuy withholding bill tends to lull taxpayers into a sense
of compliteeney, muking it inereasingly dificult to cause these unjust taxes to be
removed.

B. Inereased efictency in the city government of St, Louls in {tself would ellni-
nite the necessity for the adoption of a controversial tux such as the earnings
tax upon uenresidents,

1. For the sake of a few additional dollars, taxation of nonresldents creates
resentment amd hastility against the taxing city which is not healthy. Crles
to boycott the city of St. Louls are becoming louder, If such a boycott were
cmployed jointly by Illinofs residents on the one side and the county resldents
on the other, Nt. Louls would soon strangle. The clty needs the nonresident
patronage in order to survive,

G. Nonresldents employed within the city of St. Louls, or any other major
city, greatly enhance that city’s economle position rather than add to the cost
of operation of the city. We maintatn that the cost of operating the city of St.
T.ouls could not be reduced one red cent if the Illinols residents were no longer
cmployed within the efty.

In short, the Sonthern Illineis Citizens League is unequivoeally opposed to
the taxation of nonresidents and to withholding of city earnings taxes from
the pay of Federal employees. We urge you, therefore, to oppose the bill to
withhold these taxes.  To support withholding measures is, in our estimation,
tantamount to officlal congressional sanction of the controversial tople of taxa-
tion of nonresidents,

We solicit any comments you eare to make on these subjects,

Sincerely yours,
RAarrR F. ArNoLD, Pregident.
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I'NILADELPIILY, A, June 6, 1960,
Senator Harry F. Byrp,
Chairman, Senate Finance Comnitice,
Scnate Ofice Building, Washington, D.C.

Dear Sig: If Congress approves and passes the bill that allows Philadelphia,
1’a., to withhold it's wage tax from the salary of postal employees who work
in P’hiladelphia, but who do not live in P'hiladelphin, is it not alding and abetting
u trespass upon the delegated power of Congress to regulnte interstate commerce,

Recituse it is physically impossible for Philadelphia to serve me as a local
government, the wige tax Is actually a tax on the interstate commerce in which
hoth the U.S. Post Office Department and I are partners. To the extent of, or
in the amount of my salary, I um engaged in moving the U8, mail between the
States, and I receive my income from the same source as does the U.S, I'ost
Office Department—the mailers {n all our 50 States.

The Philadelphin wage tax against nonresidents employed, but not self-em-
poyed in Philadelphia, is like a wall and moat that hinders entry and com-
merce, and can very well inefte other areas to give measure for measure. Suvely,
such a tax war Is against the public interest,

I sincerely hope that instead of aiding and abetting I’hiladelphin, that the
Congress will, instead, order Dhiladelphin to stop demanding tribute for the-
privilege of working in the second U.S. I'ost Oflice regional district.

Sincerely yours,
Prinip RIFKIN,

WirLsox, Woons & VILLALON,
Washington, D.C., March 16, 1960.
Re 1LR. 3151, a bill to nuthorize Federal withholding ef city income taxes from:
compensation of Federal employees.
Hon. HarRY Froob Byrp,
Chairman, Senate Finanee Committee,
Senate Office Building, Washington, D.C.

DEAR SENaTOR Byro: I have been instructed by the president and otlter officers
of the Natlonal Association of Aleshol and Tobaceo Field Officers, a Government
employee organization, to register with you as chairman of the Senate Finance
Committee, the opposition of the associntion to the enactment into law of 1LR.
3151, a bill to authorize Federal withholding of eity income taxes from compen-
sation paid to Federal employees.

It Is our understanding that this bill was recently passed in the Homse of
Representatives and sent to the Senate for consideration hy your committee,
The bill would ndd another item to the long list of deductions which already can
be made from Federal employee compensation. Aslde from the additional
accounting expense and nuisance which such withholding would cause to the
Federal Government, it shonld be pointed out that in many States, ineluding
Kentucky which s one of the States which supposediy wounld be alded by the
proposed legislation, the constitutionnlity under State constltutlons of a clty
income tax Is either being Htgated or {s open to substantial donbt. To expand
the acconnting functions of the Federal Government in ail of clty tax col-
lection from Federal employees exposes the Federal Government to necedless
expense arul possible involvement in time-consuming litigation, Tt also tends
to establish a tax collection discrimination as between Federal employees and
private employecs.

The nssociation respectfully requests that its views with reference to this legis-
1ation e made a part of the committee record.

Yours very truly,
WaRREN Woons,
Counsel for National Assaciation of Alcohol & Tubacco Ficlil Officers,

STATEMENT OF VAUX OWEN, PRESIDENT, NATIONAT, FEDERATION OF FEDERAL
FMPLOYEES

My name is Vaux Owen. I ain president of the National Federation of Federal

Fmployees.
Onur organization 1s on record, at sucecessive national conventions, fn strong

opposition to the objective of H.R. 3151,
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:l‘hls legislation would extend the provisions of I'ublle Law 587 of July 17,
1052, to allow the collection of lucal taxes by maudatory deductions from
Federal salary checks.

Mr. Chairman, we do not believe that the Federal Government should be
nmade a collecting agency for local taxes. We contend that it is wrong (n prin-
ciple and, in additlon, that it would canse many complications,

In opposing this legislation, the 1038 biennial convention of the National Fed-
eratlon of Federnl Employees adopted a resolution, by unanimous action, which
pointed out that “an extension of the scope of the siid law (Public Law iK87)
would create inniimerable Instances of jurisdictional complications, one of which
wonld be the difficult legal problem of distinguishing between residence and
domiclle as the bhasls for tax collection.”

It was further emphasized that “the Federal Government would be pliced in
tlic untennble position of acting as a tax referee hetween local governmental
units and between such units and citizens thereof, which is not a proper one for
the Federal Government,”

Other important points made in our conventlion resolution read in part as
follows:

*An extension of the scope of =ald law would ciause the Federal Governinent
a hookkeeping and tax collecting expense which equitably should lie borne by
the respective subordinate units of local government benetiting by the tax,

*“There Is no evidence tending to show that Federal employees do not presently
pay fafr and just loeal taxes as readliiy as other groups of employees,”

I would like to present to the committee some facts with respect to the ques-
tion which Inevitably would arise as to whether residence or domficile ix the hasis
for colleeting a municipal tax, just one of the many intricate problems posed
by this legislation,

An employee might be doniciled in one city and earn his livelihood in anotlier
city. That is n situntion which is increasingly comunon in this day when
many persons commute tong distances to thelr places of employment.

The city in which he is domielled could ask the Federal Government to deduct
income taxes on the basls of such domicile and other eity could request the
Federal Government to deduct income taxes on the ground that the Federal
employee Is working in that city.

T may point out to the committee that such vexations questions already have
arisent in the past, for example, regavding deductions for State income taxes fn
cases where a Federal employee lived in the District of Columbia or Virginia
but worked in Maryland, and vice versa,

Mr. Chairinan, we submit that the whole Federal, State, and municipal tax
structure is already so complex that it would be unwise to add further to that
complexity hy legisiation of this character.

Moreover, we feel that the premise on which it s predicated is unsound and
does not justify the action proposed. Federal employees certainly shonld not he
singled out for the kind of special tax legislation lhere contemplated. It is
demonstrable that, as our resolution pointed out, *there is no evilence tending
to shiow that Federal employees do not presently pay falr and just taxes as
readily as other groups of employees.”

We urge that LR, 3151 be not reported and that no action be taken to extend
the provisions of Publie Law 587,

We appreciate the opportunity of presenting the views of the Nattonal Federu-
tion of Federal Employees to the Finance Committee on this lmportant matter.

(Whereupon, at 11:20 a.m, the hearing was adjourned.)

X



