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FLOOR-STOCK TAX ON DISTILLED SPIRITS

TUESDAY, JUNE 8, 1938

Unirep STaTes SENaTE,
CommriTER ON FINANCE,
Washington, D. C.

The committee met, pursuant to call, at 2 p. m., in the District
Jommittee Room, Capitol, Senator Pat Harrison (chairman) pre-
siding.

(The committee had nnder consideration IL. J. Res, 683, to provide
for a floor stock tax on distilled spivits, except brandy, as follows:)

(IX. J. Res. 683, T8th Cong., 34 sess.]
JOINT RESOLUTION To provide for a floor stock tax on distilled spirits, except hrandy

Resolved by the Senate und House of Representatives of the United States
of Amepica in Congress assembled, That there shall be levied, assessed, collected,
and paid a floor tax of 25 cents on each proof-gallon and a proportionate tax
at a like rate on all fractional parts of such proof-gnllon upon all distilled
spirits, except brandy, produced in or imported into the United States upon
which the internal-revenue tax imposed by law has been pald and which, on
July 1, 1938, ave held by a retall dealer in liquors in a quantity in excess of
two hundred and fifty wine-gallons in the aggregate or by auny other person,
corporation, partnership, or association in any quantity and which are intended
for sule for beverage purposes or for use in the manufacture ov production of
any article intended for sale for beverage purposes.

Bach retail dealer in Hquors and cach person required hereunder to pay the
floor tax shall within thirty days after July 1, 1938, make return under oath
in such form and under such regnlationy as the Commissioner of Internal
Revenue, with the approval of the Secretary of the Treasury, shall preseribe.
Payment of the tax shown to he due may be extended to a date not exceeding
seven months after July 1, 1938, upon the filing of a bond for payment in such
form and amount and with such surety or sureties ag the Commissioner of
Internal Revenue, with the approval of the Secretary of the Treagury, may
presceribe.

All provisions of law, including penalties, applicable in vespeet of infernal-
revenue taxes on distilled spirits shall, insofar as applicable and not incon-
sigtent with this section, be applicable in respect of the floor tax imposed
hereunder,

Passed the Iouse of Representatives June 6, 1038,

Attest:
Sovrit TrimpsLe, Clerk,

The Cramman. Gentlemen, we have before us a joint resolution
that was passed by the House providing for a floor stock tax on dis-
tilled spirits, except brandy. T have asked some of the gentlemen
who are familiar with this matter to appear before the committee,
and there are some 1‘e<%1ests by certain representatives of the industry.
Any action that is to be taken on this joint resolution must be taken
quickly.

Mr. Berkshire.
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STATEMENT OF STEWART BERKSHIRE, DEPUTY COMMISSIONER,
BUREAU OF INTERNAL REVENUE, TREASURY DEPARTMENT

The Cuarrman. Will you give us your views with reference to this
matter? I wish you would first make a brief explanation as to just
what this joint resolution does.

Mr. Berxsmire. Gentlemen, it will be recalled that the Revenue
Act of 1938 placed « tax on distilled spirits of $2.25 a proof gallon,
effective July 1, 1938, The present tax rate and the one which is now
in force and will be until July 1 is $2 a proof gallon,

Heretofore when the basic tax on spirits, and I understand also
with respect to other commodities, has been raised there has likewise
been a compensatory tax levied on floor stocks, stocks of liquors which
are now in the hands of retailers, wholesalers, rectifiers, and also dis-
tillers which has been tax-paid and which will be on hand when the
new tax rate becomes effective.

This resolution will place a tax of 25 cents, which would represent
the amount of the increase which will be effective on July 1, 1938,
on all distilled spirits which have been theretofore tax-paid and held
on that day by any of these dealers.

Senator Brown. When does the bill that we passed a couple of
weeks ago take effect.?

Mr. Berxsuaize. On July 1, 1938, The idea being not ouly to tax
and to obtain the revenue which this 25 cents will produce on the
stocks which will normally be on the floors as of that date, but we
think the most important purpose of such a resolution is to prevent
excessive withdrawals of spirits between now and July 1 in order to
avail themselves of the $2 tax rate and save 25 cents a gallon. We
are confident that that would occur, that there would be excessive
withdrawals between now and July 1.

The Cusirman. How much revenue is involved in this floor tax,
if any? How much of a saving in taxes to the Government is there
by virtue of the passing of this resolution?

Mr. Bergsuire. We think that the stocks on the floor would prob-
ably not produce more than $4,000,000 or $5,000,000, Senator, but we
do think that the amount of liquor which they might withdraw an-
ticipating the increase as of July 1 would be many times that much.
We have esiimated it would run in the neighborhood of $12,000,000
to $15,000,000.

The Cuairman. The 25 cents increased tax was estimated to pro-
duce I think around $21,000,000 or $20,000,000.

Mr. Berxsuire. Something like $19,000,000 or $20,000,000, X think.

The Cramman. Was that an estimate of the Treasury Department?

Mr. Berxsiure. Yes, sir; 1 believe Mr. Magill stated that,

The Cuamrman. Did you take into consideration, in making that
est,in;a(c, a loss by virtue of having no floor tax in the bill at that
time? ‘

Mr. Besssmize, I think not. 1 think that that estimate wag
based on the amonnt of the anticipated withdrawals next year. I
am satisfied it did not, Senator.

The Caammman. T see, Well now, it is your estimate that we will
obtain how much more than the $19,000,000 or $21,000,000, estimated
by virtue of the passage of this vesolution?
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Mpr. Bergsame, You will hold what you have got.  You will sup-
plement that by the collection of the amomnt which it.will produce,
collected from stocks normally on hand as of July 1, an({ it will
prevent withdrawals in excessive amounts, and the amonut which we
will save will be included in that $19,000,000. In other words, if
$19,000,000 is the amount we expect to collect from the 25 cents next
year, that amount will be reduced to the extent of the amount of an-
ticipated withdrawals between now and July 1, So you would not
have $19,000,000, but you would have some lesser amount,

The Coamman. Did the Treasury have anything to do with the
drafting of this resolution when it was offered on the floor of the
House ! .

Mr. Berksmre, [ do not think it did, Senator. Sonie two or three
changes have been made in it since. 1 think that is a corrvect state-
ment, is it not, Mr, Spingarn, that the Treasury had nothing to do
with the drafting of the resolution? .

Mr. Seincarn (of the Treasury Departmment). Nothing at all.

The Cuameman. Did the Treasury point out at that time that they
ought to have a floor tax?

fr. Bergsinme, Senator, I think at the time that the bill was
01-iginall_v introduced the Treasury had not, T think that is correct.

Senator Townsenp, Whe introduced this resolution in the House?

Mr. Berksinre, The fivst concurrvent resolution was introduced, I
think, by Mr. Robertsen of Virginia, T suppose that was withdrawn
for the reason that the tax bill went throngh, and this amendment
was proposed by Congressman O'Neal.

The Cuammmax. What happened in the House when they struek
out that 1' (b), I think it was, where they expected to get quite a
revenue? They had to raise the revenue some way, and this was one
of the methods that they employed, by the introdaction of this amend-
ment, At that thme the Treasury took no position, is that not correet ¢

Mvr, Bergsuire, That is correct, Senator.

The Cuamrman. They took no position when the matter came over
to us?

Mr. Brrgssare. That is vight.

The Caarman. We struck it out because we had raised what we
thought was enough revenue from the flat corporation tax instead of
the undistributed-profits tax. ‘Then in conference, when we had to
@o back to the 2t percent differential on the undistributed-profits
tax, we had to accept this.

Mr. Burksaire. Yes, .

The CuamrmMan. But it was in such a position that we could not
apply the floor tax, with this amendment in the House bill, because
it was subjected to a point of order.

Mr, Bergsuige, Yes.

The Cramman, Now the Treasury, even though it did not take a
stand on it at those stages, does now take the position that there
ought to be a floor tax?

Ir. Bergsire, That is correct.

The Cuairman. And they ave now in favor of this pm][)osition,
and they took that position before the House Ways and Means
Comumittee?

Mr, Brrxsuire, Yes, sir; that is correct, Senator,
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The Crramman. Now, wmay I ask you about the industry that
is affected here? Are they pretty much in agreement with this reso-
Iution, that this floor tax ought to be imposed?

My, Bergsmire. T think that is demonstrated very definitely by the
evidence produced before the Ways and Means Committee. Tt seemed
that almost all branches of the trade were represented there and were
urging the passage of this bill. T think (hat is a fair statement,
Senator.

The Criarrsran. There is some opposition from some sources in the
trade?

Mr. BrrksHire. T heard there have been some groups of retailers
maybe here and there, althongh T believe that the heads of the retail
organizations, after studying the bill; are now satisfied that they
should have the floor tax.

The Cuamryman, Does anyone of the committee desire to ask any
questions? .

Senator Warsi, Would this involve increasing the force of In-
ternal Revenue oflicers?

Mr. Bergsmre, We do not think it would, Senator, We handled
it in 1934 without an inerease, and I think we could again, We will
just. work the force a little harder.

Senator Warsir, Of course the floor tax then extended to other
things than liguor.

Mr, Bergsmige, Of conrse # may require more men, T was only
intormed as to the tax on liquor.

Senator Warsir, T am quite sure there was an inerease in personnel.
It may not be due to this floor tax, but to some other floor taxes.

Senator Brown, What is the reason for the exemption of brandy?

Mr. Bergsmire, Because the tax rate on brandy was not inereased
in the Revenue Aect.

The Crmamnrax, What is the reason for the exemption of 250
gullons? ,

Mr. Bergswmme. I take it it was the purpose of the Ways and
Means Committee to relieve the small dealer. That was the class
which seemed to be opposed to the resolution, and it was their
thought that this exemption would relieve them, the 250 gallons
being suflicient to exempt practically all the small retailers.

The Cratrman. What position does the Treasury take with refer-’
ence to that exemption?

Mr, Berksmire, The Treasury takes the position, Senator, that
that is excessive, We think 100 gallons would exempt certainly all
of the refailers whom this tax would at least slightly affect in a
financial way. Of course, they would all get the 100 gullon exemp-
tion whether they have 50 gallons or 100 gallons, or 1,000 gallons,
and they would pay on the excess, ) )

The Caammax, How many gallons does the ordinary retail liquor
store carry?

Mr. Berksmire. The package store, such as we see along the streets
of Washington, would carry more than the average rotail liquor
dealer. T think that the evidence disclosed that they would have
average stocks of 500 or 600 gallons, but the average retail liquor
dealer, which would include all of the tavern keepers in country, and
even hotels, unless it is a very large hotel, would not have even 250
gallons of liquor at one time,
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Senator Barey., How much money would it raise? Waat would
be the revenue?

Mr. Bergsiire. We had felt it would produce $4,000,000 or $5,000,-
000, Senator, but with this 250-gallon exemption to all retailers, that
will be materially reduced. It might be reduced by one-half.

Senator Bamey. There is only about $2,000,000 involved?

Mr. Bergsmure. That is all it represents in taxes.

Senator LoNeraan. In the original revenue bill the Treasury made
no recommendation for this tax, did it?

Mr. Berxsmige. The Treasury opposed the tax increase, so there
was not any point in that. .

Senator Lonerean. The Treasury is not behind this resolution, is it?
Originally was the Treasury behind the resolution?

Mr. Brrxsiuge. No, sir

Senator Lonercar. You say the Treasury wants it now?

Mr., Bergsmre. We think that that is the reasonable, normal, and
proper thing to do.

Senator Longrean. Why ¢

Mr. Berksmge, We feel not so much on account of the $2,500,000
or $3,000,000 or $4.000,000 that it will produce, collected from aormal
stocks which will be on hand on July 1, but we helieve, in fact we
are confident that there ‘will be excessive withdrawals between now
and July 1 which would rob the Treasury of our anticipated income
thisc year of $12,000,000 or $14,000,000,

Senator Lowerean. Withdrawals from where?

Mr. Berksmue. Withdrawals from bonded warehouses, to avoid
the 25-cent increase,

Senator Warsx. Could not you apply this tax to the bonded ware-
honsges and not to the retailers?

Mr. Berxsiire. No, Senator, 1 do not see how you could do that.
There is not. any tax until they withdraw.

Senator Warsa. 8o the wholesalers who can afford to stock up
would deprive the Government of this tax later, when it is levied
aftér July 1¢

Mr. Berksme. Yes, sir.

Senator Warsy. And there will be a period of time when there
will not be a tax collected ?

Mr. Berrsume. That is right.

Senator Warsx. Now, there would be a great shrinkage or loss from
the bonded warehouses if the liquor were withdrawn between now
and July 1, is not that correct ?

Mr. Berssmme. There will not be any purpose in withdrawing if
ihe tax is on, .

Senator Warsn. So that the withdrawals would have to come from
bonded warehouses?

Mr. Bergsuire, That is where it would have to come from.

Senator Warsw. Why not make the tax just applicable to them?
Is there any objection to that? Why not make the tax just appli-
cable to them Instead of these little fellows and having a lot of
agents going around and taking account of stock? .

My, Berxsture, I do not see how you can do that,

Senator JounsoN, Don’t you almost do that with this exemption
of 250 wine-gallons?

LT T S —
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Mr. Berxsaire. You certainly tuke care of all the retailers with
this 250-gallon exemption, and some others besides.

Senator JonnsoN. As I understood your testimony a few minutes
ago, you stated that the loss in revenue you expect would be three ov
four times the $5,000,000 estimate, on account of the withdrawals,
and evidently that is the thing that has convinced you to be in favor
of this bill; is that right?

Mr, Berxsmire, That, I think, is the primary purpose; yes.

Senator JonnsoN. Does not this 250-gallon exemption take care
of it? If it does not take care of it why cannot it be raised to 300
gallong, or such a matter?

Senator WarLsm. Some information has come to me that the aver-
age retailer has a stock of from 1,000 gallons to 1,300 gallons on
hand. In fact one represented to me that this was tvivial. One
organization represented that this exemption was not valuable to the
average retailer.

Mr. Berksure, The president of the package stores in the country
is present. 1 think his testimony was it was in the neighborhood of
600 gallons,

Mr, Sreinnere, That is the average, that is striking the mwedium,

Senator Warsz. Are there very many that are less than 250
gallons?

Mr. Srernpere, Only the fellows that sell by drink, the saloons.

Senator Warstr. Most of the package stoves have more than that?

Mr. Steinsere. Yes, siv.

Senator Hurrinag, This does not apply to stocks in State-owned
stores?

Mr, BerxsHaire. Yes, sir, I think so, very definitelyv. You refer
to the exemption we are talking about now, Senator?

Senator Hegrine, I am talking about the bill itself. Are you
attempting to levy a tax on stocks in State-owned stores?

Mr. Berxsuire. That is right; ves, sir,

Senator Wersir. Of course, if there is a floor stock tax on liquor
you cannot exempt State-owned stores any more than any other
store.

Senator Conwarry. Mr. Berkshire, under the general law when
is the regular tax that is in effect now paid? )

Mr. Berxspame. When it is withdrawn from the bonded ware-
house.

Senator Connarry. That is paid by the purchaser or the ware-
house?

Mr. Berxsume. That is paid by the distiller or the warehouse-
man,

Senator Connarry, The one who releases it?

Mr. Berksmire., Yes, sir.

Senator Connarry. Why could not this apply, then, as well to
wholesalers as it does to rvetailers? 4

Mr. Bergsre. 1t does.

. Slem\’tor Conwarry. You do not say so. You say “held by a vetail
ealev,

Mr. Brresmire. The exemption only applies to retaile.s, Senator;
the tax applies to all of them. .
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Senator Warsu. If you put it on the bonded warehouses it would
mean an inereased tax on bonded liguor if they withdraw it at once,
would it not?

Mr. Birksuire. If you can make the 25-cent increase that is effec-
tive July 1 effective tomorrow, if that is what you mean, that will
do it. That would be a good thing if we could do it.

The Caamman. Why was July 1 put in here instead of on the pass-
ing of the resolution?

Mr. Bergsume. I could not say, unless that is the beginning of the
fiscal year, and the increase went into effect as of that date. do not.
know why it could not have been made upon the passage. As a mat-
ter of fact T made that suggestion, Senator, that it be made effective
immediately, and T do not think this difficulty would have arisen.
There might have been some excessive withdrawals just prior to the
effective date of the bill even then, but it would not amount to so
much. They would not have so much time to anticipate this increase.

Senator Convarny. Mr. Berkshire, it seems to me the language in
this bill is rather confusing. T think it is indefinite. You provide
25 cents should be levied on all liquor produced in or imported into
the United States upon which the Internal Revenue tax has been paid
and which on July 1 is held by retail dealers in liquors. Up to there
you do not get in anybody but retailers,

Mr. Berxsuige. I think we get them all,

Senator Connarry. Below that you sny, “in a quantity in excess of
250 wine-gallons in the aggregate or by any other person, corpora-
tion, partnership, or association in any quantity,” and so forth.

Mr. Berxsumre. It applies to liquor %wld by “any other person,
corporation partnershi'{z or association.”

enator CoNNaLLY. fxey ought to make that clear, because that
is not clear that that “or by any other person” rvefers back These
whisky fellows have all got smart lawyers and they will get around
it if they can. )

Mr. BergsHire. 1 believe that will be all right. Mr. Spingarn, do
you waﬁnt to say anything about it? Do you think that is all right
as it is?

Mr. Seincarn. T think it is all right,

The CrammanN. What is the proposition? The conversation is all
down there and we cannot. hear what you say.

Mr. Berrsmire. There is a point raised as to whether the language
is such as to include the wholesalers in “or by any other person,
corporation, partnership, or association.”

The Cramrman. On what line?

Mr. Berksmire. Lines 11 and 12, on the first page. It might be
better to say, I take it, on line 11 “or held by any other person,” in
order to clarify that language.

The Cuamrman. Arve there any other questions to be asked of Mr.
Berkshire? There ave several witnesses here that represent various
liquor interests.

Senator Connarty. Tt looks to me like 250 gallons is a 1pretty large
exemption. In other words, the little fellow has a big advantage, fe
has 25 cents a gallon advantage over the other fellow that has to
pay the tax, Why do you want to exempt him? Simply because it
15 80 expensive to collect it ¢
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Mr, Berxsake. No, sir; we do not want to exempt him, Senator,
The fact is they felt a lot of the small fellows might be hurt by this.
They probably were not doing any too well anyway., Now, they
will all be relieved a little, to the extent of 250 gallons, The big one
will pay a tax on liguor in excess of 250 gallons,

Senator Connarpny. T do not think we have any business to stimu-
Iate the retail whisky business. T do not think it is within the
provinee of Congress to stimulate it.

The Caammax, If there are no further questions we will hear
from some of the representatives of the industry.

Senator ConNaLLy. 1 move we cut that down to 150 gullons.

The Cratrnman. We will go into executive session, Senator Con-
nally, as soon as we get through with these witnesses.

Judge Covington, do you want to say anything on this matter?

STATEMENT OF J. HARRY COVINGTON, WASHINGTON, D. C.

The Cuamrman, Judge Covington, whom do you represent !

Mr, CovingroN. My name is J. Harry Covington, My law firm is
Covington, Burling, Rublee, Acheson & Shorh of Washington. Our
firm is counsel 1'egniurl for Hiram Walker & Sons, Inc., which is an
American company and which owns one of the largest. distillerios in
the United States at Peoria, 111, For the purpoese of this particnlar
hearing, however, in order to conserve the committee’s time, I am
speaking for practically all of the distillers in the country who are
either in the group of Jarger ones that produce 75 or 80 percent, orv
the group of smaller distillers. They are all in the Distillers Institute,

The distillers of the United States as a whole are for this measure.

Senator Lonerean. Pardon me, Judge. Some distillers are not for
this measure, though, is not that true?

Mr. CovineroN., Scnator, there is one distilling company, the
American Distilling Co., which is not. T have seen a letter written
by a very nice gentleman who is the chairman of the board. It is an
amusing but utterly uninforming letter, in the sense that it is quite
obvious he, with the best of intentions, does not really appreciute the
problem involved in this matter of floor-stock tax.

There is nothing unnsual, Mr. Chairman, about a floor-stock tax.
An examination of the Treasury proceedings in dealing with excise
taxes disclosed, insofar as our office has been able to conduct such an
examination, that at any time when there has been imposed a manu-
facturer’s excise tax, or there has been an increase in an existing
manufactarer’s excise tax. Then in order to accomplish what is an
entirely equitable result there has been an identical compensatory
tax recommended to be imposed upon the outstanding commodities
alveady manuafactured and in the course of distribution. Now, the
reasons for that are two: Firvst, if the tax goes into effect in the
future, and there is no compensatory floor-stock tax, you have'a lurge
quantity of such commodities in the country enjoying a discrimina-
tory price as against persons who, in the normal course of irade,
have to buy the same commodity at the higher price caused by
the tax.  You also have somothing wore, and I think that is what
Mr. Berkshire really intended to indicate, you stimulate tax avoid-
ance in that the person who can finance purchases of large quantities
of the commodity quite naturally will undeitake to buy in advance.
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Whisky today is burdeved with a $2 tax and, after July 1 will
be burdened with an additional 25-ceut tax.,  That tax, in the agare-
gute, is considerably more than the initial manufacturer’s cost of the
whisky without the tax. Tt is the principal item, in other words,
in the cost to the wholesale distributor who buys it. Now, being
abundantly financed, one can well afford to get from the distiller very
large quantities for stocks. Take the big department stoves, for
example. Macey & Co., to illustrate, in New York, which is one
of the Iargest liquor sellers in the conntry, has an abundant oppor-
tunity to buy at a preferential price,

Tt really is a protection to the great muss of small vetailers in the
country to prevent that undue :nu?unfﬂir competitive situntion which
exists from an ability to finance purchases in that fashion, That
to be for this resolution,

This proposed tax in reality does not come out of them in the ovdi-
nary course of trade, it is a part of the cost of operation, but the dis-
tillers want to preserve for themselves the largest range of distribu-
tion that they can have, Tt is very much better for a man who
manufactures & conunodity to have 100 distributors selling his prod-
uct than just have 10 of them. He always tries to have innumerable
ontlets which make for the widest and most certainly reasonable dis-
tribution of his products,

The examination that our office made disclosed that in 1894, when
the first. substantial change in the tobacco tax was made in the
United States there was a compensatory floor tax proposed. Tnei-
dentally it wus the tax that produced the question as to whether or
not. there were any constitutional infirmities in the imposition of
that type of tax on a commodity. Tt produced the famous Porton
case in the Supreme Court of the United States in 1899,

In each instance in which liquor taxation had quite substantial
changes, before the prohibition era, there was a floor tux imposed, com-
ensatory in character, identical in amount ; and in 1934, since prohi-
Litim\, when the first raise in the existing tax was to be made, t‘\e act
wovided for a compensatory floor stock tax. The best illustration of
it, because certainly regardless of whatever predilections we may
have for or against the Agricultural Adjustment Administration
processing taxes which subsequently were so extensively litigated in
the Supreme Court of the United States, the cconomic features of
that type of tax were very thoroughly gone into, is that when the
processing taxes were proposed elaborate digcussions concerning them
took place hefore the Senate Committee on Agriculture and the Agri-
cultural Department’s cconomic experts made an extended explana-
tion of the necessity for equity in trade and the imposition of a large
range of compensatory floor stock taxes in respect to the manu-
factured commodities already in either the wholesalers’ or retailers’
hands, which were the type of commodities which were thereafter,
as and when produced by the manufacturers, to be subject to the
processing taxes. So it is not necessary to discuss the economics of
this situation before you gentlemen,

There is only one thing more that I have to say, and that is
about the proposal that Senator Walsh made a moment ago, the
question that he raised, or the suggestion that he made. The fact
is that no method of taxing the liquor in a bonded warehouse would
effectuate the vame parpose as this legislation,
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Senator WarsH. If the law was made operative immediately, that
would change the situation, would it not?

Mr. CovingroN. That might change the situation, but it is too late
to do that now.

Scenator Wagss. In the customs administrative bill that is pending,
where we have changed a few rates to correct decisions made by the
custons court, we have provided the act becomes operative in 80 days.
In this particular instance if the act becomes operative at once it
would make quite a difference, would it not?

Mr. Covinaron, That is true. You must remember this, though,
in all types of rapidly moving commodities, the type of commodities
in_which the Ve][())city of movement is great, that there is a large
volume of those commodities outstanding, either in transit or in tﬁo
hands of the distributors or retailers at any given moment. Of
course it is a velr'lx difficult thing for the distiller to sy just what
amount that is. The Distillers Institute does have some fairly accu-

‘ate statistics, and it is supposed that at any moment approximately
25,000,000 gallons of liquor have left the bonded warehouses and are
unsold to consnmers, Insofar as the distiller is concerned, he has dis-
charged his obligation to the United States. The tax has heen paid,
and it has been vemoved from the bonded warehouse and is either in
storage in a nonbonded warehouse ready for transportation or else is
on bailment or has been actually sold.

Senator Browx. You mean by that there would be $6,000,000 of
taxes involved?

Mr. Covinaron. That is our best guess. That is the figure as to
which Mr. Berkshire stated in his judgment it would be $4,000,000.

Senator Brown, It wounld be $6,000.000 on 25,000,000 gallons that
had left the bonded warehouses and was in the hands of retailers?

Mr., Covinaron. Not retailers alone, I mean all varieties of whisky
that had left the bonded warehouses.

Senator Brown. That would not be covered hy a tax on the whisky
in the hands of the warehouse men?

Mr. Covingron. Not be covered by a tax on the whisky in the
hands of the distiller.

Senator Carerr. Judge, who is opposing this?

Mr, Covingron. Scnator. T only know this: I think Senator Loner-
gan is familiar with one distilling concern which, for reasons which
seem apt to it, is not for it. I do not vecall that there were any
important groups that were opposed to it at the time that the hear-
ings took place before the House. T think there were some state-
ments by one or two groups of wholesalers, and perhaps some retail-
ers, I think it is a perfectly fair statement to say, that, by and large,
the distillers of the country, the wholesale distributors of the country
and the retailers of the country, are for it.

Senator Wavsa. When this was first proposed T got a large number
of telegrams from retailers protesting it. Since then there have
been some retractions on the part of some of the retailers’ organiza-
tions, but there are still some retailers in opposition.

Mr. Srernsera. There are a few, I think quite a few have changed
their minds.

The Ciarrman, Why is the American Distilling Co. against this
proposition ¢
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Mr, Covinoron. Senator, I can only repeat, I have no criticism
of the American Distilling Co, T saw a letter signed by Mr. Tunney.

The Cuamsan. I had one communication objecting to it, that is
all. T am just anxious to find out why they are against this propo-
sition.

Mr. Covinerox. My opinion is this, that Mr. Tumney, who T im-
agine does not devote a great deal of time to this particular business,
is not familiar with the complexities of liquor tuxation, becanse his
letter wus a pm'foutl_y straight-forward, high-minded argument
against the propriety of an increase in the tex on whisky beeause the
ultimate consumers are now paying too large a tax on liquor. Ile
did not in this letter, certainly, grasp the fact that all that was sought
to be done was to make an all-embracing imposition of that 25-cent
tax inerease which the Congress had already determined was appro-
priate.  In other words, his letter was based on a thorough-going
misconception. .

The Criarrman. Is not there an institute of liquor distillers?

Mr., CovingroN, Yes, siv; and so far as T am informed there is no
other member of the Distillers Institute against it.

The Crrairaran. Who represents that institute?  Who is the head of
the institute?

Mr. Covrxeron. Dr. Doran, the former Federal Aleohol Admiinis-
trator, .

Senator JonnsoN. Judge, these organizations, groups, and persons
whom you are speaking for today, are they all in favor of this 250-
pallon exemption, or what is their attitude about that?

Mr. Covingron. Their attitude is this: They believed at the time
that this bill, that this joint resolution was introduced in the House,
that the 50-gallon provision in the House was adequate. On the
other hand, they did not believe that it was sufficiently important to
have a controversy over the question of the enlargement to 250 gal-
lons beeause it was their opinion, as it is limited to the retailer,
that there is a very great misconception concerning the quantity that
the inmumerable small retailers will actually have in their posses-
sion, and that while the exemption is a 250-gallon figure, that the ag-
gregate amount of the liquor which will be subject to the exemption is
much less than would be supposed to be subject to it by n mere
mathematical computation of the number of retailers mulfiplied by
250. In other words, it would be infinitely less than that,

Senator Connarry. Judge, will not a retailer immediately buy up
to 250 gallons, or reduce to 250 gallons?

Mr. Covizeron. Well, he could not reduce, Senator.,

Senator Coxxarny, He might trade with Lis partner across the
street and lend him 100 gallons. This would certainly be an induce-
ment to every retailer who had 50 gallons to immediately buy 200
gullons more, because it would be free of this tax, and he would make
25 cents a gallon.

Senator Career. Has anybody told us how much revenue this would
bring in?

The Cuarman. Yes; Mr. Berkshirve has told us that.

Scnator Warstr, Does the floor tax apply to distillers? They
would have to pay the tax, would they?

Mr. CovingroN. Surely.
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Senator Warst. Then would there be other tax?

Mz, Covineron. No, no.

Senator Warsiz. There would be an increase to the consumer?

Mr. Covingron. Senator, the way that operates is thig——

Senator Warsu (interposing). I understand it operates on the
retailer and it operates on the wholesaler.

Mr. CoviNGToN. Yes.

Senator Warsrt. And it operates on the importer.

Mvr. CoviNaron. Yes.

Senator Warsir. Then he would simply increase the price?

Mr. Covingron. Yes; he can. It operates on him. He gets no
exemption. The process, Senator, is very simple. If you Tave a
large distillery, such as we have in Peoria, the whole warchouse sys-
tem is bonded.  As a matter of fact, the theory of the bond for the
purpose of distilling spirits in this country is a bonded area in
which distilling operations take place,  Youn cannot withdraw a single
gallon for the purpose of transporting it in the channels of trade
without you have paid the amount of Federal tax on it, whether it is
$2 or $2.25. Now, in practice, as and when, from day to day, from
week to week, and from month to month, there is the casing, barrel-
ing, and what not, getting it ready for actual shipments out at any
part of the day, any part of the liquor from the distillery which has
been withdrawn from hond comes in a general warehouse after the
tax has already been paid, and it is simply waiting for shipment, As
to that which thus remains in the (listil¥(-1"s hands this floor-stock tax
will be as operative as it will be to the wholesaler or retailer,

Senator Baiey. Am T right in the impression that this resolu-
tion, if passed, will impose a retroactive tax? He has paid his tax
when he bought 600 gallons.

My, Covixaron, Noj because he has not paid the tox. Tt will, for
the first time, put his speecific quantity of liquor in a truly competi-
tive situation,

Senator Bamey. I get that point.

Mr. Covingroxn. He will not bave paid the tax. The distiller pays
the tax in all instances.

Senator Baiey, Suppose I am a retailer and T bought 700 gallons
and paid the tax of $2, that is my norial purchase, but I get on the
first of July 400 gallons more, the normal $2 tax was paia nior to
the effective date of the Revenue Aet. There ave 150 gallon, on
which 1 paid the tax, and now I must pay again, is that right?

Senator ConnarLy. Yes; that is right.

Mr. Covineron. You only pay 25 cents a gallon,

Senator Banmy. It is retroactive on liquor purchased prior to the
effective date. I get the argument that the gentleman makes, but we
do not wish to impose a tax that operates retroactively,

Mr. Covingron. Senator, you are a very good lawyer. IFf you ex-
amine the Putton case to which T referred you will find that was pre-
cisely the question. As T stated, there was some doubt as to whether
that which was denominated an excise tax could be made to operate,
as it was said, retroactively.

Senator Connvarny. Let me ask you, is it retroactive?

Mr. Covingron. Noj it is not.

Senator Connarnny. If you had sold that whisky and it was dis-
posed of you could not tax it, but as long as the retailer has got it
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in his hands it is not a retroactive tax, it is merely o tax on his right
to sell that whisky, is that right?

Mr. Covinaron. Surely. Tleve ave a variety of situations, Sena-
tor, in which the person owning property has it subject to all the in-
firmities of the changing tax rate. Suppose I own a house and the
District of Columbia thinks it needs $10,000,000 more money and the
only way it can get it is by increasing the tax vate. 10 is my piece of
property, formerly acquired when the tax rate was lower, and there
is no difference in the case of personal property, If T have bought
certain personal property and bought it at a price in which is incor-
porated a certain tax then if the tax is constitutional in other respects
and is for the purpose of preserving, as you said in your argument,
the equality of competition in all stages of that commodity, it has
the effect of lifting up to me what, in effect, is the cost. There is no
doubt about it whatsoever. As to whether or not it can be said that
such a tax is properly a retroactive tax, the best T can answer is that
the court said it is not,

Senator Bamey. I was not thinking about the strict interpretation
of the court in the matter with reference to the constitnt i(ma{ity of it.
Your answer there would be on the question of when the transaction
oceurred.  The excise tax would impinge whenever the transaction
oceurred.

Mzr, Covinaron. That is corveet.

Senator Bauey, What T have in mind, yon have an exemption of;
250 gallons. That is supposed to protect the man who has already
paid-the tax on 230 gullons, that is the philosophy of that exemption,
but his normal stock is, we will say, 1,000 gallons, and he has bought
that in good faith, and the $2 tax is paid on that, collected by the
distiller.  Now, he comes in and pays a 25 cents tax additional. He
gets 250 gallons off of that. That is 750 gallons. Would it not be
the equitable thing to so fix it that the 25 cents a gallon would at-
tach over and above his actual low requirements. That is to prevent
the accumulation of stocks in advance of the effective date of the
tax. T am talking of the legislative effect of the thing now.

Mr. CovingroN. The best answer T can give to you is that the
imposition of a boor-stock tax such as is now proposed accomplishes
the result you refer to, From the date when that tax becomes effec-
tive, if imposed, there will he a liability for the additional 25-cent
tax on all previously tax-paid whisky whether in the hands of the
distiller, distributor, or retailer. The only whisky not subject to that
tax will be 250 gallons of the stock in the hands of any retailer who
has that much. The question is what are the practicalities of the
situation. I think it is perfectly obvious that the House Members—
we did not suggest it—arrvived at this figure of 250 gallons jn the
Ways and Means Committee for what seemed to them to be the prac-
tical reasons, Just what they were I do not know., We did not, as
I say, urge the 250-gallon exemption when we were urging the
resolution.

Senator Bamey. I do not know why you did not urge it. It is put
in there for the purpose of fairness, is it not?

Myr. Covinaron. There was a 50-gallon exemplion,

Senator Baiey, That was manifestly insufficient,

Mr. Covingron., Apparently, they thought so. Now, there is a
wide divergence of opinion about that, and thousands of small retail-



14 FLOOR-STOCK TAX ON DISTILLED SPIRI'TS

ers thought 50 gallons was ample for them. The distillers were look-
ing at this thing in a broad way, from the viewpoint of what was
the equitable thing, and said if the Ways and Means Committee
wants to fix it at 250 gallons they had no objection to it at all. Ttisa
matter of legislative judgment. The only man I could get was the
practical man in the organization, in the particular company for
whom we are counsel, and he told us he thovght every man that eould
fairly, in these days, be called the little fellow, was amply under the
umbrella of 250 gallons.

Senator ConNaLLY. Suppose a man had 500 gallons, how much tax
would he pay?

Mr. Covinarox, He would pay a tax on 250 gallons,

Senator Conwnarvy. That is what T am asking about. Tt does not
suy the tax shall be paid on the amount in excess of 250 gallons, it
says it shall be paid on liguor “held by a retail dealer in liquors in a
quantity in excess of 250 wine-gallons.”

Mzr. Covineron. Senator, you have got to go slong and read the
grammatical construction of this sentence.

Senator Conyarny. It is a badly drawn bill, if Y bave to suy it. It
is not clear. .

Mr, Covingrox. Senator Connally, may I interrupt you to say this:
T am just told that this was determined by drafismen to be appro-
priate, because it is a repetition of the precise provision in the 1917
act emanating from the Treasury, so that they must believe that the
Janguage was apprepriate to accomplish the purpose.

Senator . Connarny. Let me see. Tt reads, “that there shall be
levied, assessed, collected, and paid a floor tax of 25 cents on each
proof-gallon and a proportionate tax at a like rate on all fractional
parts of «uch proof-gallon upon all distilled spirits, except brandy,
produced in or imported into the United States upon which the Tn-
ternal Revenue Act imposed by law has been paid and which, on July
1. 1938, are held by a retail dealer in liquors in a quantity in excess of
250 wine-gallons,” and so on.

Mr. Covixgron. “Or by any other person.”

Senator Connarny. T am talking about the retailer. He is the only
man who gets the exemption. i

Mzr. Covinoron. Yes,

Senator Convarry. If he has 500 gallons why is not he taxed on
500 gallons under that. language? T am asking you now. You are a
lawyer, )

r, Covivaron. T appreciate that is a serious question. I should
have no doubt, if T were still on the bench, that that is the appropri-
ate language to use. Tt gives a specific exemption to the man who
has 500 gallons, 5,000 gaﬁons, or 10,000 gallons of 250 gallons, that,
250 gallons be not. subject to the tax and that all the remainder be
subject to the tax.

Senator Connarry. Yon would have au appeal in your case'if yon
did. You say you would give that as a judicial opinion. You would
have an appeal in the case if you did.

Mr. CoviNgroN. T was not immune to appeals. Occasionally cases
were reversed and occasionally aflirmed,

Senator Connarny. I do not sce why you do not make the language
plain.  Why don’t you make it plain Instead of messing it all up¥



FLOOR-STOCK TAX ON DISTILLED SPIRITS 15

Myr. CoviNoroN. Let me say this: A¢ a practical matter is not this
the answer, though, that Mr. Berkshive, who was the first witness
here, I happen to know is the man at the Treasury who is regarded
as an authority on Federal Aleohol Administration

Senator Connarvy, I am for him; he is from my State.

Mz, Covinaron. — he will be charged with the executive admin-
istration of it. He has the reputation of being a very high minded
man, a capable official, and he has just stated that it 1s precisely (he
language which ought to be used to effectuate the purpose. Now,
I do not know any way in the world to go about it at this time, to
undertake to reconstruct that language, T would not have the tener-
ity to undertake to rewrite that which the Treasury persons them-
selves say is the language which will effectuate the desired result.

The Cramaran. Ave there any other questions of Judge Coving-
ton? T have a list here of three or four other gentlemen who have
asked to be heard. T do not know whether they want to appear now,
We will have to go into executive session and get this matter straight-
ened out this afternoon. )

Mr. Steinberg,

STATEMENT OF WILLIAM STEINBERG, PRESIDENT, NATIONAL
RETAIL PACKAGYE STORES ASSOCIATION, NEW YORK CITY

Mr, Sreinpere, I just want to explain one phase of it.  We had an
occasion in this city about a month ago to have a hearing on credits,
The States today Iimit the eredit to retailers.  In Kentucky you must
pay cash, in other States they want 80 days and on. A month ago in
this city the Federal Alcohol Administration had a hearing on credit,
They want to supervise credit throughout the country uniformly, and
the chairman of the Texas Commission was here and he stated at the
hearing that the State of Texas being large, and so forth, it was very
difficult of supervision. That same reason holds good in this tax
exemption, A man who has a store in Texas might be very far away
from the source of supply as a wholesaler and he might have in stoc{c
a great deal of whisky, not because he can sell 1mmediately, but
because he does not know how soon he can replace it.

There is a difference between the saloon, or the place where you
buy the drink, and a package store. In a place where you buy a
drink, if the man runs short of a certain brand he can pour a drink
from a different bottle, but if someone walks in my store and asks for
“X* brand, I must be in a position to give him the brand or else I
lose a customer, That necessitates an amount of stock on hand at all
times,

So at the hearing at the Ways and Means Committee at the House
we discussed this thing probably for 20 minutes, I was questioned
thoroughly on this matter. The conclusiou was, however, thgt prob-
ably 600 gallons was the average stock of the retailer, the package-
store keeper. That is the man who needs the protecticn of this bill,
for this reason: Unfortunately we have in this business drygoods
stores, department stores, chain stores, and so forth, they are not
whisky people, they do not worry much about the future of the busi-
ness, they do not worry about the legal element, they are selling
whiskies the sane as groceries or any other commodity. Their de-
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sire is to do business and to attract, through whisky, people whe,
will buy their other commodities, and use whisky for a stepping stone,
So if you do not have a tax imposed upon the floor stock we have
the condition where the large chain stores would have an advantage,
Take in the State of Connecticut, the A, & P. is the strongest com-
petitor we have there.  'We have 800 outlets.  Six hundred belong to
the association. They ave small retailers. The balance is split up
amongst the A. & P. and the Schulte chain stores. Tt would be .
Roman holiday for the chain stores if there was no floor tax, because
the small man cannot buy more than a month’s supply. He is lucky
if he can carry that, because he has to pay within 30 days in Con-
neeticut. e hasn't any funds.  The banks will not lend money on
the Jiquor stocks, because there is no stability there, hut the A, & P.
can go out and borrew all kinds of money, becanse they have the
facilities for groceries and other things,

Beginning the first of July, it the small retailer has to replenish
his stock with new merchandise at the increased rate and the A, & I
and the other chain stores can sell at the old rate, there is a difference
of about a dollar a case by the time it contes down {o them, and it
is a great advantage to the chain stores. They can advertise for 7
months and sell the liquor at a lower rate. 'We cannot prove it or
disprove it, it might not be so, they might have rnn out of tax-paid
merchandise a long time ago, but they have good advertising men
and they use them for that purpose. That is the reason the small
fellows, a great many of us, need this hill. 'We ask for protection,

We felt sure that the Ways and Means Committee were going to
give us an exemption of 500 gallons. Mind you, this was not a re-
quest from us, this came voluntarily from the House. They thought,
in all fairness, there shonld be an exemiption of 250 gallons. T will
tell you why. It is not so much a protection of the retailer, hecanse
we have no_assurance on July 1, after this bill is passed, that the
consumer will be asked to pay the difference. Tt might he the case
where the distiller might not inerease his price, but if the retailer
pays his floor tax and the price to the consumer is not increased the
retailer’will have to hear the loss. So if you give him the exemp-
tion, if you exempt a certain amount of his stock we do not care
whether the price is never changed, becanse it would not hurt us
That is the principal reason for the exemption.

First of all you have the fellow who hasn’t got very much moneys
he basn’t got borrowing eapacity, and you do not want to harass him,
The small fellow would be hurt an awful lot if this provision was
not put in there. So when the Ways and Means Committee com-
promised on 250 gallons in their own deliberation we felt we would
be satisfied to go along.

Now, gentlemen, you know this session will be over soon, TIf there
are any,changes made now it will be another matter of conference,
and we feel if there is auy conference we are licked.

The Cuamman. You are willing to accept the 250-gallon
exemption?

Mr. StuinsEre. We are. We plead with you, leave the bill as it
is, and pass it. Tt is the best solution possible.

The Ciramsan. What percent of the retailers in your association
are asking for it?
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Mr. Steissere. The only objection we have is from a small group.
To my knowledge there are only about 90 stores in the United States
who are opposed to it, and they ave opposed to it, T feel T an quali-
fied to say, for the reason that they have been instructed by certain
wholesalers to go with them., .\ particular wholesaler in a certain
section has an ax to grind. He tﬁmnu]xt, it he opposed this bill it
might have a nuisance value. Since I mentioned no names it does
not maiter, In this country, with a great number of retailers, the
only ones on record are those few in that particular part of Massa-
chusetts, and I think, if properly advised, they would not go along
with the opposition either, but that is the only one, as far as the
retail field is concerned, that have any opposition at all to this par-
ticular bill. So as far as we are concerned, it is practically
unanimous,

The CuoamanN. Is there anybody here now that wants to say any-
thing against this bill?  Ave there any witnesses here in opposition
to this billZz T have the names of two other witnesses here, I do not
know whether they want to be heard or not. Mr, Patterson, of the
executive committee, Massachusetts Federation of Package Stoves,
Boston, Mass. Is he here?

Mr. Sreinpeva. Mr. Patterson is here,

STATEMENT OF MATTHEW G. PATTERSON, EXECUTIVE COM-
MITTEE, MASSACHUSETTS FEDERATION OF PACKAGE STORES.
BOSTON, MASS,

Mpr, Parrerson. I do not know that it is necessary for me to make
a statement, because Mr, Steinberg covered the subject pretty well,
The only reason T am here, we did liave some opposition from Massa-
chusetts, from a small group up there. In Massachusetts we have
1,100 package stores. 'This group claims they represent 800. I can
truthfully say I am heve representing more than 800 package stores,
and they are all unanimous in their opinion that a floor tax is abso-
Intely necessary for their welfare, Ninety percent of the package
stores in Massachusetts are what we call small-business men, and I
know that you gentlemen here are interested in the welfare of the
small-business men.

With this floor tax, with the exemption of 250 gallons, there are
very few of us going to be hurt. TFor instance, I took stock in my
store last week and I fiud thut I have 259 gallons of taxable mer-
chandise in my store, and I think T am representaiive of most of the
package stores in Massachusetts. Of course, in different sections of
the country they may hold more. In New York, for instance, no
doubt they do carry more merchandise than we do, but the average
store, that is, 90 percent of the stores in Massachusetts carry approx-
imately 250 to 800 gallons, and, as I say, with this exemption none
of us would be hurt. We would be protected and in the future the
industry will be well taken cave of. That is all I have to say.

Senator ConnarrLy. You will not only not be hurt, but you will
be well benefited, will you not, because you will get 250 gallons of
whisky without the tax?

Mr, Parrerson. That is vight, sir,

Senator Connarvy, If anybody else buys any now they will buy
without the additional tax.



R

18 FLOOR-STOCK TAX ON DISTILLED SPIRITS

Mr. Parrerson, After July 1 they will have to pay the tax.

Senator Convarny. You have got it on hand now, you will be free
of this two-bit tax, whereas 1f a new store starts here they will have
to pay the two bits, the 25 cents,

Mr. Parrerson, If they start up after July 1.

Senator Connarry. So it will really be a benefit to the little
fellows.

The Cramnman. Is Mr. Lourie here?

STATEMENT OF HARRY L. LOURIE, EXECUTIVE SECRETARY,
NATIONAIL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORTERS,
INC., WASHINGTON, D. C.

Mr. Lourte. I just want to say, Mr. Chairman, that the Aleoholic
Beverage Importers Association, which represents 90 pevcent of the
total number of importers in the United States, is manifestly in favor
of the floor tax, and adopted a resolution to that eflect early in Muay.
I wrote you accordingly.

I want to add one thing, and that is in considering the resolution
vou gentlemen should bear in mind that the 250 gallons does not
represent the total stock of the retail store. We have wines and
ot{mr beverages which arve not subject to the tax. All retailers, &s T
understand it, carry other items besides spirits. So in taking the
stock in the store the only thing involved, of course, is the spirits
itselt and not the wines, beers, or whatever they may have,

: ’l‘hlc Crrsieman. All right, thank you. Does Mr, Martin want to be
1eard ?

STATEMENT OF JOHN G. MARTIN, PRESIDENT, G. F. HEUBLEIN &
BROS., HARTFORD, CONN.

My, MarriN. I have a short brief herve that I would like to file.
We are unanimously in favor of the floor tax,
(The brief referred to is as follows:)

Mr. Chalrman and Members of the Committec: I am John G. Martin, presi-
dent of G. F. Heublein & Bro., rectifiers, of Hartford, Conn. My firm was
founded by my grandfather in 1875 und has operated continuously since that
time with the exception of the prohibition years.

I speak with refereunce to House Joint Resolution 683. I speak on behalf of
my own company, and to the best of my knowledge, on behalf of all the other
rectifiers in the State of Connecticut (16 in number). IFrom what I have
been able to learn through the trade my interest in this floor-tax resolution
is identical with the 350 or more independent rectifiers throughout the United
States., We all want to see you favorably report this joint resolution for we
believe it is of vital importance to our interests, to say nothing of the other
branches of the industry, that a tax be placed on floox stocks in existence of
the effective date of the increased excise tax on distilled spirits, July 1, 1938,

You have already been given a very able and eminently correct picture of
the cffect of no floor tax. T can add little or nothing to that and it is not
my ambltion to take up one moment more of your time than is necessary. I
want to leave just one thought with you. Do not force the smaller units,
manufacturing or otherwise, within the distilled spirits fleld to enter a race
of withdrawals of distilled spirits prior to July 1, 1938, in aun effort to avoid
the increase then effective, becanse it will be most damaging and destructive to
these inferests.  Most of us do not possess filnancial backing or have the means
to tax-puy and withdraw distilled spirvits in proportion to the amounts that
will be taxpaid and withdrawn by the few wealthier corporations within the
industry.  'That being the case we will be in a most disadvantageous position in
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competing with these corporations. Our disadvantage will lie in the fact that
ag soon as our limited inventories are exhausted, we will be taxpaying at the
rate of $2.25 per proof gailon and attempting to sell our products in com-
xm}:ﬁon with distilled spirits which have been withdrawn at $2 per proof:
ation,

# I therefore urge you on behalf of the rectifiers of Connecticut as well as
ihe others throughoul thig country to recommend the adoption of House Joint
Resolution 683.

Thank you,

Senator Connarry. Why is brandy excepted ?

Mr. Berksaire. The tax, of course, did not apply to brandy.

Mr. Chairman, there is one point I wanted to bring up. It is a
mere matter of drafting. On page 2, line 5, with respect to the re-
quirements that all dealers and others make a return under oath,
setting forth their inventories, and so forth. We think that there is
some question that under the present reading of that paragraph it is
possible that all of these dealers, and others, might not be required
to make this return. We think 1t is highly important that they all
do make returns, whether they pay a tax or not. We will not, ob-
viously, have the force to go out and inspect every dealer in the
United States, there are 250,000, but if we have a sworn return from
themn we will have soniething definite.

The Crameman. You realize what the situation would he if we
adopt any amendments?

r. Burgsnwme. I understand that. Tt is suggested that the chaunge
that T will propose probably may not necessitate the hill going back
ut all.

The Crammman. It will have to go back if a change is made. I3
this written now like you think it ought o be?

Mr. Brexgsuie. That would be a considerable improvement, but
we would endeavor to hold that that would all be required even with-
out that requirement to file a return, bui that amendment would
make it clear.

The Cuamman. I desire the record to show that Mr. Marshall B.
Bannell, secretary and treasurer, Connecticut Wholesale Liquor Deal-
ers’ Association, Inc., of New Haven, Conn.,, and Mr, Vernal W,
Bates, president of L. C. Bates Co., New Haven, Comn., had hoped to
be present to testify in support of this joint resolution. They were
ealled out of town, however, and were unable to be present. Both
of these gentlemen wish the committee to know that they are in
favor of the joint resolution.

The hearings are now closed and the committee will go into execu-
tive session.

(Whereupon, at the hour of 3: 80 p. m. the hearing was adjourned.)



