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-Tuesduy, August 13t' l93z.'

United ltates Senftte P4

Suboomml tt"6e of 41h0

Wlashi ng t n, 1.0

The Suhconmnitifi~ met in executive se3'3,iofl '-pursuant t'o

c~din the Clomiittli'~l 'oom of the Committee on Pfaine'ri. k

l3en.t4te C.ffice 3ailding,, Senator Tom Coimaily (~Prid4ng').

Preoont:. Senators Connally (presidinvl)),-,Bailey,.,uff~tuid u~o I ct tI

Senator Consn.llyt Thes Subcommnittee wjill ple*,0e'0Oome t 0.

~rdu. Sen-..tov Guffey, if it ini a''reea~ble 't0 o yU.,

thouzhtiwcl VIOu)d Start off wiith Mr. 19rown, who IsrapresqnV- ;'',

Sena'itor Gtufff yl That is perfectly a~ebl e&,

Senator Oonn.-ltlyl And got the governm~fentlt views-of'

thces ivltteru first, and if' we havie iuy ti~e, left we W ill I

hear :ri lynn. ,

Ts Mr. Brown here?

S3TATEMt&N4T GV HER~MAN Q)LI?{AI4T

!PBE SENG~ lliL& DElflART&NT GF T,& RI~ Asu1~
I f . . 4
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Mr Olp~rt wol ie-os",td,

and that on, bqhal1' o f the Treawar'y in 'i ntro-dd o ing, M~. 1 zr n

t hatv as you knrow, the t ax pro v iions of' tkxi6 bil1 nd

to some 190 pageo and the t ax irit, pr oblAems r-Ai~e e i' bo thi

numerous and oompiiated. .

The Tre:,L.,ury has beeii workirig on them durln th9ce

aixty d-ays or morpe, anc! re:, l p'rotr(,-.jj has beenl Inade. 116.'''6

It is only fdir to stay that with t);va sio. terti

that ha±a h'-en uiponi the Treastiry,, this part of fhe .,Tr a$ Uy

itaff havingL to do with thom work of' the %nrs,~t 'has 11to
been nowiiblu for the Tre.sr to0mlt.i~woko h '-

* ~bill.# ,
T n genea, w oul d s'y ha~ t i s in sur:h'shlv-,'p that g:1

Uthi3 ieo tion of policy may -well be before ti -Subco~iftttPA; j

namely, that It was t.'houht wisne the bill could "be ,ehct~d

T Lan speakinL, now ornly of the tay. provisions in its Pr eent *

Lena-1 ith the thought that thc tAx experts'oI' thfe flongr do

and the,% Treasury otftff would 00ontintue their W#ork o n t he. b ill1

and uillbit to the next session of 1 ongre.s3- 131UO1 prerfe 'tinJ

al~efldtmcft, au might be nec P-33.ry.

senator Connally: It ia your thoucaht, then, ao i t 13

:1e, fo r 4't: L4tdt er, thI At i t is imprac ti cable to enaelt this 4

led,,sitton -. ;t thi 3CS 1 tl~~o Llfli,-- we are to have a prolonged

~3e~fd~on aI t 'tithe meantime, between now and-the et..

seasion, thle T mo nury and o ur own, expert s here miaht i v e -h
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mat ter Intensive aonel id ert io n and be terpptedt&o

nex t $ef3ssiof than, we 'are now? .

Mr. Oliphuants I ad rttdnly would echo th.t" dit~itimont;tt{i1

is., A f the Trearjary could do -just: as it Pleaeet 'and theaOon*-"
4

*.4
venienoe of the Treasury only had to b a on si d ered,# it wud .* I' ".1

bes perfectly a, ;ree.able to tus to have a *l0t morph, te to' put

on the bill.

Senator (Connttllys That would be part i a larly true.. witha

us, becm.use in the rneantirne wve will sappcosedly have thiis .othler.I

general tax bill, ouit of the vi-,y.

idr. Olitphant i Yes.

lo.ntor Conn:lly2 And our experts, could devote 'their

,Ai. tta~ntion t o t h1 - particular matter between .now and 'te ~

next ;ieusion of Conzxbesij.

Vhut do you think about it, Senator Gufl'ey?.

.)t!nato-r ()uIffoy$ T agrf.(e wi lh you., am sorry tp-'see it'

put r)ff. T am n thSmpathy with the purpos-es of the, bill - .

.ndj the Iegialat ion entirely, but I do not 'think wve have.'it

13 U trficiently cornplet#e, and obviously if thfe Treas 6ry eptJ~

iLest .)tn~ not give a.3 the :rigures T do not 3e how we would

en.tit at this ti.me.

senator Connally: Of' course, tilis iLs an executive seej-

sion, and wo do not intend to publish what happens i n thi'

a ti-1n. 'an krd i-f it in agreeable, Gntr (Jffeys, we ylill Q,



ahead witli Mr. Wrown and let us 'get wha t t~erp6 raty views the
4 A

'Treasury has.

3enatcor Gutff ey$ I would like to hear, Mri Brown anrv.

would like to hear Mr. IVlynn

!3enatui Ionlj We wil1l now hear Cx~romy0U#' Mr 13iowjno '

3P21CT hl, AI33IZTIIT TO 'TH.U Ojf, IXpRAL COM1fT31 O~F TIM' DEPAflTMNP
OF I'fl 'MTRE4AS3UAY. .

3enator Clnnally: You are of the G1enertl Coisel's of ff a e

Mfr. Brown: Ye3, uipf~ciad asni:3tant.to the Gecne ral' Co~unz a i

T wn one of 'Jr. OliphunV 'u ,vouistunts-

1en or dL.iTy Mr .1rown, thlii is H. R. 5529, then

c dtlled thll~e -1.,of it,3-o Lt-of -viar bill." It wjb repbrtued...1'

by the Mniltion:3 'Commit tfie first, and then" ref erred to, the

imiti(, on Militwy Affairs for consideration of' the milit'4ry"

;aip-ct3 of the letginl3ation, and it is now before- the F1inho

4omttete for Conuider,,ttion of the taxinlg 'fea t tre. So those---

ar-,* tla ia ttu.- that we viould like to have you'di30iu . as t o

'uhat stui the Trev sary has Abeom able to ma,.;ke and such other

(o etien:kJl obu 3rvLt ionno as yOU t~i (e t o 3 ubmi t

Mr. '3r-wnt As iMfr. Oliphant said a few minutes ago, this

isa long bill. The pret;:ont dr:'4ft covers 191 pages zand i t

is itc~dedI to pcr;Lt( -to a subtiti t'te for existing revenue

lawns in th,- ,lv~nt of' Nar. It therefore mauat cover 'in it.1-

featurn, practit.ly all the provisions of 1-l ex i ati ng law#.



The incident of the t a4~ the udno tetxi

.iWA.

heavy, and -for -that reason any 'inequalities and any, oppprt'Un1i

t eis in' Oie

St~j -*or evjrsion which tit preuentxiti tahO l a~v b rotu9-t

into re 1I'f i n this act, and no evirtri y so#

The only reason. I mention, that is bec-ause vie who m ,t .~

.tminirster the l.aw naturally are concerned with the o PP 0r ttini~

ti os f r ev tior) and those of as who arte interested in the

social and economics effect.4 of J. islation naturally are in~-

toeruott~d in how this bill will. operate. and bu rd en the vareio us6

elasnes,,i of our cithens

Now thiu txx, with thloi3pe general viewr in inind in tts

frwneviork i, so fat- us corporate ione are concerned erected.

on the bauii of IoGctior 70). of the 'Revenue Act of 1934, the

capital stock t,.tXe

Under th-at optionn corporations are permitted 'to do3arel

tha J ' wn 1P VareOf the CaPit:tl :3tock.

Co Id( With tha'-t is an excotis profitstxi ejo

70O7,v th- orimary purpose of whioh wau to Instar that orpora..;jI,

t~V Ion Itafi Ale on their capital s took, or to pay " t'he

Pe-rtlty in thic, for"I Of excess Profits if they did not. he

3 t;

~a~ tQ st~I:taxia ot c0"IPr:Atively suoh a heavy tax,

-to n % onnUyi Yo u art aware, of course, that the

pliiding revenue bill, which we expecte in a few ays,

revi3ehi

Mr. Browns was doin1 mention t haI
t Senoitd %,'
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I ena t or ~onriall All 'right.

Mr. *3rown I It impose" a taix o f .1 pe r 41,O0O0O deored'

NIow, probably froma the point of v iew o f a capital -stook

tax that, while far from being; perfeot-, is abofi~t 'the.,best

baiu 'that ha,,; ye-,t been worked out by your t ax eacpertoo. gv~,tY

.1It J.3 rv.ther differ--ut in I ~p'rpoau-u 'irom the proposodt1x'

Th~ x'orisetta t~ ttd 1s tit 3 d~tod b r declared: vUe, j- 
t

as the bausis for inipouing a tax on profits, not'exoe$8v Pro fit,*

exac tly, ht.'&t almost all. prof1Lt, anfd the first problems t'at

it wHOuld seefin to Ine that it presented for your considerat ion

i~3 :ie th ' it is in .'vt o ound hn.-31. oipOn which to de~t

thle StrUtotIA--4 of t hi3 tUX. Vh et 1 1or i t is3 or not is perhaps

Svie3 A~on o-r faot rather thajn of lawM, rrorn whi'h the CovlIit7'

te'seoctiprtliilarly the exportfs on'Senator Nye's cxn J"Ai

itt, ai - better PrePared t3 s ay thrnn we P,4re.

thcore, lo,, Sornt reon to hel.io'.rP_ th1at irrny t txpayersnn.

eoro~do~txpyrin- ftxdng) tllj ,rtlue of their corpora td'

3 to, did so oyn this thLe o ry:I YodJ reortll that tile tAxlirnpb Id

~ ~ ~e ~fd ~txovr 1~l2 e cent of corporate ext rni rj 1

3icnator Conti:al.ly:t That is lie oldi present law?

Mr 3rownt That is tho Pireitnt law., ayorpr4on

m~~ymultioly that b~y eight ini fixing their valIu ex6 e.

c~ ' )a "~k Ow whle th or thty were en o u rged to d o'tat
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or not i at mt tr of delte. 3u' the 1fat is : z'e xt my.l i

of then did*. And a greLt many of, therP adtle d presoion i n"

deterining the value of their o&pital btdok used various

methods If they Iticipatftd good tirna' they may have done

one thing. If they ant iipated the oontin nanfo e of hit d it irnd:o

they m!Ay havo. done !3rvnmthtflg* see.

3 e 1:t.r o n.l1 I Y You m1LAy go right ahead and proceed.

with your ti-stimony, but T havo to leave ,t th i a'moent al

thou-h I will be hack in about two minutes.

,1r. 3rownh As I siay, those are some of tOwe points which1

no doubt havo boen considered, and which seem to me deerve'

yo.r o':~trei. trou1;. .

Now aw I said Ii the wOhoinvi, when you ipose a- tA

wihinb har the weight and burden that this tax purports to I
hu inve,, necLiritte avid inoquitie that exiot in our *pres,lent

le%,!jL: tion pitrtioularly the Rcvontj-u Act of 1934, are brought

into ,relief. Also, there -re many more times the incentive':,

for ev'ilSlh wherre the only way t man maty have a substantial.

amount of money left is by exjrcli.ng his fnujenity to avoid

tlo ta~c, if he may. And if he is unsympathotia, With thle

0o 1 the kind of person who vill evade,O if he can' to -

c tude th ta-x, thut is entirely apart from the objectives of' ,

the bill,$ wch May assume that OU of us here are generly:
in $YflPthy wity. n er

*: 19l :;~
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The pUrpose in mefltlonfilL It again is, m' rely" to i.e0

itrequiresi tho titMnt ca. in draxftrnship and, conidrttl

of maany problems which in thei Pa~t we have been unable to I
let slid1e or piatpnne ror 1'uturp. oor1id(W(tt ioo'

tthink YTULtV of those probahi'l i ties hte be en g iven, ti6

rne~; t l ~iih f iA!. Uyp; 's commit tee, aind no doubt of, this

c ommit t e, and soime o f t he m h ~R v b eo n t ac1 di n o nd way o r

the other, b~it becatiae o V the great poooibilittes and t he I nwl

~eflt I ) for vauion , It .,,ecms to) me that thi a bill' noda to[

be on~~er~d it gr~:it~r~;r -d to be oubjeoted to the

i1n'2.jsii of more People -tnd morte, poirit,. of' view than Perhaps A

anyl other_ pec( r) legislation thitt ha:3 (some beforeti A

Coiii t tA( v!ain r#7sc e nt t imces.

The 131'.]. In Fe()nLe rfit, provisions increaseF) e no ro us ly.

tie J.: nJt. tt i ve ~'e placed uponi the Bureau of T, t (,. n ..

2w. t iol mesevi tleIrt-in p03itive duties 'that the Corn'-

ii1;~fflof Tftjff. '.vni ia., nc t had before@ And -in o t e~

~ i 1'leI3y .rir'eq~ithem, but Ino-re.-ves them elrO3~,

?Ar Ty~: /oc-YO'I1 irlair cute thloseo Mr- Brown?.

* ~rwiiPard on ir1.9

V yn nI ou] U 'incate soeOf ths?

St.~')l YC5 WO i/ U e ver V"ladi to.

~'o exmpe, v~ ag 30ofthe mIU in sutbPaagraph'

that P1'OV~i:3o! i:s a Provis4ion which impoojo tetx -lt

0, .1 0 n he t3x "'
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t t attjeb0, plte 3he ta~t

me Isay first httetiontupt8

a ai~gLrntvallyt shall fI'Qr wtr ptirposean v 'er 41vt *hi .

re~1flu nmyo beom jgieat oly'aval lable~ jpay'- th.* O~ n A-

quiarterly basis. They are required to- efs4fAmt e th,"a AIX1

each of the firat three quart~r3, and t o e st imate iIt. -sa

curatijly au3 nu.. bet and in good f.1ith. This, pro v4a ib p0,, k!

a pemalty of l() per cent* of the amfounlt by which Suohm a - a 'il

due and payabltz for the fourth quarter o'f a ny yea~,

to the return filed with the provisiona of thi's Title x. d/.

one-fourth of the total amount of wichi tax fo r thle 'en'i 1r6

tia-mblo ear

Then it roes on to riays llufli3 it shall ;%ppear to' th6 *
s,.atisfrttion of Commfwqioner'that Such excess, is,,not d"Ue to0

t'he witlh*ioliing of zimoiunts3 properly appoi'tionablie'to te,, "tilr " 4j-

three,, q~rter3 of thle taxable yea-r."

Y07' that, ft lleens to me~, is an ilustration of an afima

tiJvq dt-ty On t"(4 gornni3ioner to do Something. -I n*'o't her, .*-dsX

if porr.hance thco tax for the fourth quarter is out bf line

"Pi th1 thI( e,)t imfte~ o 30f t e onle quarter of the entire t-axable

a~o~t t 1i13 P pe 11 aty applie, une the (1%mmissio nedr do es ',i

:T,s tht io 0, Yt. lynn?

Mr. Flyntil YetI. think thle Comnis6ioner 'has' thle- iht,

t') iMPO~v thle IPenalty lu~sd to Make the et;'t'mate.

Mr., 13rownt B3ut it sees to me that tk ae t~dUp' o-f. this,



prov iil 

3enutol' Guffeyl (Interposing)s 18 it M-ardato?

Mr. 3rown.(otnd~) irl such that hu muot -do rsomew

thing, the tax does apply unl~oss the Corisioe na~cese thie

firidini$ which means of course, that the Gommistif~n dst,

of course, do something about it.

Mr.. Plyrn? I seriously doubt thzf,# Irv IBrown. -i

Mr. 3rovwns Now, there are other -

Fr Flynn (inu posinj) I t says tha t "unlolls it, shail

appear to the 3atisfaction Of COMni33ioner that uoh e xo es*

shall. be due to the Withholding of amounts p.roperly appor-

tionahie. Tn other words, the Cormrisioner has. the dty :1
first V e xaraine thooe things, and, unles:3 he. exoresule8 hiS

diisttti-sfaction, the tax would 4stand-

M1r. 3rown Even 'if that is riot so - if y'ou will alIlow,

M~e to gc on -~T will. refer jot. to suMe other concrete inrs -

%ena-tor 11'e: !Mr. Brown, froy th standpoint. C)f a re,,t-

lug iriorI- work,, on that grouici alone, it is quite anti10ipat ed,

13 it niot, in the event of war, there is going to be more

Or o all of the Departments?

Mr.3 rwn Ithink that ', reas o nabh1e'

3e mit o r N y P I t is to be llnticipated?

Ir. 9irownI Surely.

Senator N'yel You wierel 'ot meaning that8reo ha
at 00m'~1
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burvdens were impozinible of p1hnit
Ilk

M~r. iBrwnt Oh, no. ht ~ ~ i~ 8~ lu~

-- ttion, for the wflttd e-of thiorjt d et:iiI of dr f t or insh i t

think we all agree, even in wax, timne, vie do not *a nt t o a oat4i::

unnecfjcioary work,) and flo:.T Ibly throutyh further car'e f il a 01' A

sider.ation o.f many .of the provi.,ions of thio biU we may j"
arrivAe at more a~foh~ nd more artistic ways of d 6,ng. t)U ng$1

tli.wt purhup:- ha~i been possible to date.

Mr. Gliphanitt T would like to. ma'ke it clear Senator- j.,'

N'Ye that ::wU T under.,t;tnd it Mr. Brovin is rict urging "any

of thour, thiino*.i for not pasiuincv the bill. a't thiis t ime.

3 ent r 'IlyS - t understand that. 4

Lr.1 Jh n h-t: think thL,)t is thas position of t he, Tre~

i1 0o)' thIa t. Io is proccedin,1, with the diaous-iOn on 'the

tlio-ry thatt what you w.i..cr,-d wi a discuu3 ion of further d e,*

tl.S. LIVat n(oCdoP polia'.,

?!. rol!,nt Now, T 6o riot beliil(v the Commnittee3 wis3hes' 1,

ti1~ mo~ix Vtake time t~ o o intco thef, jatte, fdeii
t' j mn hip.1 f e,%

T h e 13 ar e t h ro tih o iIt t he b JIlI i n va ri.o us 8 Po0t~ .provisid08

whf* h 3~e'0Mi t,: LIS nVot to b(:, rmt reIj ciar either t Kro L64Q1

i~~iac~~~v~rtunce~N 0 r& uroftmcfietngOut 'the draft 'andt

t d o n.,;jo t f.'teir to 0 L, t h 0 b I . ha:3 claly td -od whatt th



Po r axttmple on page :1,81 they are taLlkilg- about, t je .I.b10 06I 4

esp or dedutions Tfrom gross i roo oe at the bottom 'o r, thB'xi, "~

,,. [
- Vr

Senator Connulyl -'What pag e ? ; ~

Mr, rowns Pae 28 Senatt line 19# b t

This iUi jLrt iLluatrative. It 11Oe 'not saolnto us

th:ut the followin, ten cr twelve linen really tny rinything.'.

T think thle thought is alear, but it just illi'.strates the

need for poli3hing up. No doubt if that wasn ll we had* to'

consider that 0ould be dis poaed of very readily. T only offeri

that qs an illuutration of what is inevit.ble in a bill of.

such mavgnitude mrherF we do not have a ahlnce, all of us, to*

sit down and .work on it.

Ther- are other matter whioh would acn to us to deserve

cofidevriition whih are not olear; at leaet, they're not

clear to me. For example, on page'3o, under tVie heading of
I§Depreclatiot n "

U.. %Ii ly: You mean there is no standard set,

j t3 If-W.IrnG it up to adml ni3t tiye officers?

"iTr. Brown: P :ird on m

n;-T onnSU.1.it : I 01 tho Lgrvound there 1. no stan-livin. itt tus .1~duard 3e t mtit t o the discretion of the admilnistra-

tive offices?

3rov. n I That 13 ofl thought. Onet hee is what I,

wan il'A s t0 Montion Particularly -- I am referring to the
1anguagC .shrtlng on line 15 - "Ia the o~ise of PrQPerty held I



by one person fo r Ii. fo with emindor to ', oiiOr 4Per~r

ded-aotion shall bo oompu~ted as3 if tile life,0n telreXite 1 14-

absolute owner of the property." :; '

Mr. F lynn I What prtgLP3 is tha.t?

Mr, 13rownI P a0 i e 0 , (Cont inuing) 'ttio'abeiolu KOtA,.

0of the property anti. shall 'be allowed to the,' 11t~tnnv

Mr. Plyrull Tha~t, do(3s not corrfipond wt ith my bil1.

lfr. ;Irowng Thic dir:cft T am vorking f rom i a one o± f The

o~t I ii d ar day JuneC l4th. I,. thero a lat!)r orib?

~t''Tnndl :Here, NMi'. Flynn, ii the bill*

3oiiU~or~uf~~':Tt J:5 P~k 0

Mr~Ixowi:NOW, 1 the10 purpose of that is to

,nc uro that the depreciation that may be taken shrtll not

exceed 100 per cent. Fut In attevnptinp- to av'iiive at. that r eIJ

scllt It seilg to me that the life tpnqnt iP giiven a rathet, :

imnualliv f-vtorable consideration.

You take a case of this sort:* Suippose the value of trhe :
estate twas Pl0O,000, rind $uppose the life- ben flctary Was

ra.th~'r well alonp' in life*, and accor~ai to the actuiimA

basis dirl not have a vory ~'etlife expectancy: assumom for

example, his life Petate vas valued, t-#20,000.6 S~vpp' th'e

fair, annual depreciation for the property wa a 5 'per* cent-,,

TTn that case the life tenant 'would be entitled to, take a,

preciation allowance of #5,000 a. year, whichb four .y#4rs'
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nore t

would amount to $20,000, or the total v ane of the ,ife'',

tate., Now it would seem to me fairer perhaps in.a oi0e of

ciation allowance say of $,0 00:

Senator Connalvly: In other words, the depreciation*' old

affect the residuary holder of 'he property just as well as

it would the income of the life estate?

Mr. Erown: Oertainly. Now I do not raise that because .'..,-

I imagine for a moment you have time to consider this morn- "

in all these details, but I just raised that as an illustra-;

tion of some of the problems that with more time at your dis. 'I- I

prosal you would be vlad to consider and would want to con-.

Of course the rates to be imposed would seem to be al-.

most entirely a question of policy for the committee and for

the Conroes, but we have to deal with realities, arnd IsupI

pose that even in war time vwe mst face the fact that the ..'

people have been living according to fair standards of' liv ,

are hard to unload at any particular time - perhaps "unload

is not the proper phrase, but to arran y and adjust, and

there are widows and there are people dependent upon fixed

, t." . . .;' -i / -
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Incomes to a coasiderable extent and sh atie pt esp

to deal with those problems. But if you taO the da , lll,Q"r

* ' y, 1 t 6

example, of a Widow ,who,9e income is derl^vd l rely' ' , ;

preferred stock of corporat on7i; -ppoee 'there t 1i0i l: | t .

In that some common stock, I think it i8f'i.rly.6"4ri

the coTporation, if it paid any common stookla't al-..de^

provisions of this bill, would be an- unusual oorpor ti n,cn',

4 f , *

under the rates imposed there is at least reason to"Pbr ieve,

that they mdrht have difficulty in payitw the prfered tebo '

dividend, but that, as I say, is purely a matter of policy -

which I do not pretend to ons into. ' eu; -h

Eut we all know that our tax laws do have social and

economic effects, and we may not entirely close our eyes to ',
that fact. and so I sur~rest in a field where perhaps, whio.:,

is not controversial, the desire to look after one's .wife . :.

after death and minor children and so forth, that from the .' r *
point of view of trusts estates nd matters of that sort 'we' i

might wish to ive some consideration to features of t na

twre. ., . n*

beyond that I think in a general summary that I .do not j, ^

know that the Treasury can add very much which would be he I .:' :

Of cou' se there are some provisions of the bill, which ', V "
because of their severity it may be claimed by some that he.

ro to the point of confiscation. I think one answer to tha ;
.~i ?i
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possibly 16e that in addi ioh to the ot~f~P*i e

It h war-power toafall baok upon, And, 64-t m t
we ma I Se

W oSern fsatorytaxtyn on otr ord weatonbwe shild,

sofiair in ti pofabpeacripl our power t make w r T&

we .myFrwn: Soenaor thme notral atertheleB e to pas

onm that yocureId nxoet fol halifed tocoeoe e'f hth

Senator Connally: (Inter ords, whThe e ht l gpo

sofr. bSt robab chripple couirpe to me warq, isthat

the dea ' i1 il

isra tterforn economit, Inmuntrallyt aenpotb nrtops

to tats bun I vndo not feel qualified ec~~ ht~-

Senator Connally: In teoic) heei tha t etiOn,

Mr bown:Thereis o cor that qu eo 'n. .dtht1

eth naitior toally I nother wor, fyou take 'totPx to

w,,lro woihi hae tohav thnd ie , an if th there w1na s nohe'gi' 'Is

toatial inducmen ofo tcaa\he~ to ake a prot ou o tak.

with the ndstryo ad arg -tht t would tHerwise? j :,t5'

that the sijwlyestion? {4
~W 4



, ' .

mind. Of course, I appreciate-

8Snator Oonnally: (Interposing) Isied that. merel:e"'^ , ..

an illustration.

Mr. Brown: Yea. That prob1'm doeh present Itelf. And

I know that Mr. Flynn and Senator Nye and members of his owM,-A:

mittee have views upon that subject.

choloy a debate that I n do not wish to o into.

far under the power s r anted to the Federal Government wi aon m

vo in certain provisions, and those questlons art raised 'be

camise of the possibility that they might/claimed to b , con-

; , .' ' ; ,

fiscatory. Now that arises ia. two ways, both from the. point, :

of view of the rates involved, and from the point of view-.

of classification of certain kinds of taxpayers, and that' 11. --

js isP ti a matter for legal discussion and for debate"amon I.,.

lawyer, r athr than on *ce economic basis of the biopll. y

co Mr. Oand hant said the Treasy doe not wh t sh io into.

way to I st position to the billro The po billnt undo btedo how

. " : . } : ,

far meritorious. the poAll forward-lookin the pFederople proablyernment w I

be ' '*** A" j . :\^ \

s e mpa thetic with its p trposea. It is only that weto be c ho nia

thfiscator Now that admiseitr i twoy fea, both from th, point . ':

of las hificatlon of certain kinds of taxpayers, and that ':t : > ? ' : i
,riue ie a matter for legal discussion and for debate amonp i

\R Mr. Oliphant said, the Treary does not Wish in any ; L

way to sup-p-est opposition to the bill. The bill i's undoubted-^"'

sympathetic with its purposes. It is. only that we de're thaiW'r

the bi ll shall be administratively feasible aEnd that.i I t ?-t

" * :  - ' ' ' ** ' . 1' . *<  ' , /  * * , . *. , '' : ̂  "
*\A P *Ba~ te 1o Icpa dic.s s -n ,~ d -.*\ ,;'a *'p :..: _,/ ''.^
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dens may be as fairly distributed as possible that we a+'e

here and wish to suggest if there be time.the Work obuld be ''}

improved upon'. nd that doed not mean any reflection upon'

those who have worked so hard on the bill to datef', becat itA

is a larre job which required considerable time, mopey and ., . . . ' *. ' *
1 
'

much hard work. : , '

Senator Connally: kny questions?

Senator Nye: Mr. Chairman, mivrbt I inquire of Mr. Brown

Senator Connally: (Interposine) Yes, Senator Nye.

SSnator Nye: (Continuine) - would the tire between now

S/ middle of December be sufficient so that at the ivery be-'

rinninp, of the next Conpress there could be laid before this .

committee a draft that would be in keeping with' the thought,

that s that of the Treasury Department and the drafting au-

thorities of the Conrrese?

Mr. Brown: I should think so. I would like to eukeiest

thouh that if that is what you have in mind that expert'

should be immediately put to work and at at they should so far .

as may be possible to devote all of the time between now and
* T

thpn to that job.

Serntor Nye: The set-up that occasions my question,

Mr. Chairman, follows what has been a year of laree ineietence -

for action.

The President last December insisted we oui-ht to do that' y

this session of Congress.

* jj *N - . - ** "
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In janar0mebroftecmitew ch ere,

of nh Janrk ,mmbr of the Mntos Oommittee, which erenl t

that If action Was not taken at this Oonvtress we 'dou~ld 'n6

anticipate that there would be any action du)rini a Oong'e'os:

In an election year. P"

So I am askinr now If 're cannot qet~acton' 'a t thiss doh-. I

v'rpss to accomplish It as qiiickly as we know how when the 4

new Oonvrea convenes, anvI before it beeo'nea, What At asrdy

will, a political Con-rsesa.

Do you think, Snator Connally, we miqht hopn'to ret

soemewherp very s*arlv in the. npxt Convress on this? J

Opnator Connally: I 'Ao nit krnow how Parly, biit eesp I

t'O mA bef ore thi s session I s over'we rnivht. .



A. *

Sen i~ or C o n ~ ly (i ter c ~ in ): O f p o ra , A l Jo do noi

poseo we could f)-pect the Treoaqury to drafrt 'the b il We1'0l

probably like to havfe% their servions~ but we wo uld, pr ob A~

havj te d~f~ig xpo~sof the dommit tee do, that#

(eio nnMys Tt not thtt 'right?

1(,l;ttr 'larkt The. tAXo~tUe of the bill have' ttlretidy
b na Pr~jpd, r-d by the d r.tft lng, exper tu of' the Pilnae 0 mi t~

t(Q 0 that i~t ! Mr. PArker, Who waa -in cOnsulv4tion" with the

Mun ton (O -Iflltt,,!n In h':rwtn or the bill.
5e at~ on atys Ofco"Ir"JO hC YnaY~ have dr.--'ft~d it. Y yes.
Ir Fy n r: No; r.Purke-r d id not d ra t Jit , t T a

eul t to- o)L 
3 n tr, if ittle brief history o f thar-tt

;I~~t~ t hnI. i tbi~~n t yo wil'fdrt4d htha

bee do ro this bill.

oill-1-ti {hr&lys Ve will. g il ou allhnncoe to d o that

:~little ltr

Mr. Flyln: Yes.

lerator Onnulys Art- there any Other questions? (.no'.

reapona(e). All
All ~ ~ ~ ~ - ei~t 0o let 'A ~ t 13 t h~e~pes

I~f th ~ru t~z.otMr. Parker, He has gone downstar
11 4 170 caet imb,,tk# v,



lvii'. O1J.phant, is there' itrbody also from t h e' tre tO y J1 t

you think we ought to hea~r?'

M~r. Oliphanl ITO, there i's nobody here.

N ouldi be glad to answer, if J may, 13e' tor Xyo-eiie }j
tion on bah4lf of tho Tre!%8ujY,

Senator~ Connwdlys V ery well.

o'7 Mr, OlipDhalt: T shal undertake, Senator,.on beha1f- of :

Vic, Treno3ury , to pro-vide tho nuan-power neoerirsary between now

Ln d t heo firt fI th c y oar to make f-,ll the contr~ibutions' thin.t-

tY 'I'VtF 'tl/ (,an Ifl:2e to~ the dra~'.inS. of' the tax bil' 1,tha t

11,'Oi thIe ~o nt ci bot i'on o r L he tni at twn thIattt we P.cn give
iMr. ?P rke - ,r- xif lii, attlfr. T 11, w1.1jinc-1 to 0rdr o d

Arit f) *>j~n 1'~ s, to reja dha "A ~- t the o utset.*

JV~:i~~j Hr:3which 4~r. Brown rn'tdu have not hee'n intfirpos.-

cd aos u reario n -r,,r no t en ac t inc t he 1 11 a t thisa time. It'

ob be p er f e atly fea s ibIe, i f in the j udgment of the Comi-

mi tpIt Wa; er rb , to leavetj, tjji3 pefcigof the tx

n.,'o 1SiiOYV uo 'far is thePy could not be taken care o W no we

Will LPL,/. to some !3ort of omnnibuq tax bi-' tityumgthiV

on,

T ait wan to rpeat tt if YOU had only the Tr'euaury's,

onei 1 c econoider, why it roUd be Perfectly a.greeabile,

t0 US to have a lot more time to put on the bill, a w a

8 we want
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9.9

3?,*

all the time We ca~n get, be ause we ~ve ben' roiad wi t h.

a lo ofwork thi:3 aeascon*' as 'you, .prob ably 1tnow Nv

3, et or 10o n <t4IIys I Suppose &o u pho ne jMr Paiikert

Mr. C h 3ate, nt Vr. Parke'r will' beher6 in 'Just

lnt-r 'ConnmOlyt Wh ile he* is coming, wea wo uld be l~Ad

to hear fCrom yoti, Ur. (Ohototoia ,n, GJive your nie. 1

'Tti.lT' j~'T OF G. 1) U * .NE

I-. Ih~ I T')u i f) t,~ i t o n T am no t atio rized t 0

Vie di d vioe worIC on t h i bill with Mr. Flynn; thatt is3,

h~brou,-;hit his bi,1 to the Office ,,nd we rwaiited him in

6 in, demt- 1 ot rk on tho" hI, Atj fr~ aut oiy

J3 rQ'f~ i nd the gnervti .tructure of the ilitwat I

101l by r F3.ntl~ his oLite.

n~~~trvr~. YOom~ ly nate o ,yU, j tist ass'ie t ed

t~ to tho me, a ,4." o f t he bil 111~

Jetor 101na~llyt And thley took whcttt wante o?,

Mr.Clj~;~vn:TIhat 13 Correct.

flO~ConnuLo~iys nc advl.0d,( 11ith you Z.U3 to 'how to dZ&
ttO aicO.rnPiioli thotle results?

~ir. o e;en Tha,,t isr~t



Senator onnally And .41 m4 t ta rrj, f por iy '0 tvm" 'f rou 'N t

4A V 
I,4 A, "'* A

'A~~ A' " ' , A

thn. Tunitioris ComAt A.-A

'tAW

Mr, Ihefjtoonlt That is right I might a ay, I &titet I6J,,ji~E

osd in the ut~iditing~ qf thke Nyt~ ratuna of the wtir m' r nii f 4:?C:?

Sartogeher fCol And 41mtmbtrr li ye to

Fhnr 12 onr y I r the World WCom ite? A

Mr. Content Yes. ihat i sfrom t saion thatiipat-1

~L%~lr:~to bt-, In.r

, 4~i

nd of (,,o trj p, hav,, I ncjna artain experfence rrosim 'thes~

ad i th J. i oo the wurgSr, er iturn no thanc rallf ptse

1toget11h the owdear compnio1 andA praoticiIy 014

e11 t toe Conreu nal l h t V r W ?

Mr.e t tx 1xvs thCte t e Tat S from apecriod operated In,

V1Lt1)yk)eflo toWe A . T $

auditin oftha Trguome in'trcer tfe ionahy nasW lthe

of at,, U1 r hn APf we hadt nove.,rhad a war qfar. r:;T

sate4lc Oa of coi e, they tremceompni, nd b patcittly by the

-AV

all d the Uro, is a. vrersl. of' in thobe returns

The taflile of our ade dduringth-t tpri war ind,, I

I'I

very7 040er as e T n some id Thac~ the hcompahy Wasld wre

a or far th' 0u war x thnY if we h er ad af wr.i binthr

lzatort Coniallyt, Xro Parker h-3s arried s :We will la !

'Li

fr(',m Ynuut 14r, Paxliker'o

instancrATZ~s, ofp oo,5, the trernendotily beeite by t

%rit-, Conaly:Mr. Parker)hsarvd ewl er1

ea na: r. 2arker, .syou know, this n



/,
hd~e 0t the' M t &P

Afi'si r6 Oornttee, and id now before the 1'ifil6 r Q'Anlt'* e 001"i

for action on the ta f (3t ki of e~ h bil

The" Comi t te() is cosjjein the ma.~tt or of 0101On4,~

any definit'i .Action until the next session 'of obgSre5 a a

view of' the probabilities of' an' early ad Jo urnme tt and. th4,

rather laroe and complex scope of this pa r ttiul ar rne 8 .06,P

&Ild vie cu2b(, jclad to hettr Dnything you care -to fsubY It k

uboOit the tax ff~ature,3. Of -this ))ill both As to policy and

Uli to i.tj floo-haniOn3 . Thu;f is axr f-.eettle nieetinlg.

'Ar~ i'rkert !re Cha irmnan, I ave u o me s tad y t o t he bill"'

t%1) j thrt~o .:( c S ome .-liorithu3 ,:to . Of course, since the

1. 10C,-I It 3 t,'X ffe08ot~e I havie put no further time' on this

.-4

31noec -eoxted out froin the "MiliLivy Affairs Commit tee#

in t ho orl.iral. bif I t f, ; ound some defects, mostly, i no r

e~futs Y.ICE T think~ .o r iunderstanld have been c ured, in: A

Tiere %re, Of' _c0Lr50, Many rn"Ajor tueEtioIS of policyy

which if you want a bill,,th't nit, ihteve0o~h

ix fo as t h'e Jbi tit Co pntt te staffC is Colicernedp of'

course we are still involved- onl t he a(il W ilb

required more or les o n,' the floor of the Senate. - ItWI.
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be more or leas impootiib)e Vo r u s to. give our tu a.u t tUdy

to the bifl Ifor tlhi berlofit of4 the Mmbnlere Of teOnit~

n the ceneral1 polioiei 'of the' bilU.

0f coursi, T think It iqi very wl~e 'that we havoc. a b 1,

onacted whichW will I utorrniti cal ly oome into ef fact, upon 'the

declh rctinnr of w;.ur' That hlir been considered advi ablIe s"

th 1Ar fo.:.. I o ng' time W o e r to. j n1.y 'kn~ow thatt it would have,.

beail ve~ry advantageotio if wct hid had iauch 1, hill in the. Worl-d

T~r It I~ ovr n~i n(' vcry untiattsf'aotory for iflstafloej

Vilb-rl 0U- real Vlar deoVefl40 Act 'of 19) 3 wtis enacted . You

will, recall 3 n thtt Act that C-41thooch it was s3turted in, Tune,

11 6' uring t b(- "W"r, it no~ t Ia~ Lintil I ebruary 1919,

!0Vt?1%11 mcnthmi atftcro the dtec or thq. Ar!Bli1tice,. A ni i t 8

t 4]

's-

1.919. That isa not f, to h 'pyr 'd t1Vo ar >

tr'- tl'm GloverinMort, and the revenues rontcm n ateiuh
to y tlley 3 ou~ om, 'In. Of 0ou-rSe-, you had a, W ar

~ ct ci 117t~t Iet Part Of the way, but it was

r4ot nearly ao hczjovy, in the tax 'iAs tile 19183 Act. The 1018 A ot,_

WL~Jre~.1y~ W~l..conj~i~.~~warrevnuebill., The '1917',Aot I

w V'ry hatitily Put together. A

,eaorCnnaiilys The Act Of 19-18 did bringg in- a lot o

money, ~ di togcti it not? 
T~

-"40 't'" -



A,

Mr.. Parker, Ohf ye8 ,'

ctfter the war,' btqt not

Sermtor OJonrmlt1yt

Afro Prker$ Thullt

Sentitor Nye: Yo

deult with. jc;~~t~

Ifr P~r3ke': Tt vi

of 0co1rrc o a:) th

3ontorClarkt1 T

#r P z r, Ic. 1 ; ha t yc

but aull rI'iz n',

th~tbwcr of pay forc

rillfl.11Ui1l1tio1. Y t

6 uri

U are

11 Va

,m In

is; 11i

hr,, d J,

t. 1 .1t

er:, o the-r j;-.eut Income diurinlg WO.rion

w ur -t yci gor, -Ol not cre-atine, a tre-

ho ~~y r ~ket I ~ ,p c d,. to war, ,4.nd

with :it:,cncy ; r~8to [I 0I iutjvt e fet are of

t hin r" t t. internt to to a rftbtalprofits

~fall incomes.

'r. ark e T have noti t t gantthtpoiy
2qais tbtK policy,

1i'~~ CA~r* T ~ 1.os .pointlfiq th-.,t out as being en-

t rely a 13t i nc,"t 1 of t ie t ho y o f t he 1918L A ct.
7enutor Tlonale, 3.~ )9.1 A c tae .:j I. p ro fI t o f

-r. Prkex-: The tV~xes 'int 11) M. Ac t we.,re ra-,th er heavy. i

Thenoma rt~~nird4"lt~s WaU3 6 Por cent and 1-2 per cent,o

, 7,

tdd ing In c lt,, of mono,

B3ut it w-as on the w r profrItsa

o rre 0t.

not meaningf) thlit t he Ao t o f 191,6

1, t Ime income?

t vrid d to do so. It dces notgo~

itloctiv(. f.,atur(- abo ut 'this bil1,

!nd n~ot colly to tax wa rofitn.



yVS,

t Antw thenl~ rthee s awr 0vr u

go Ing to 80 per dent.#

The taxet8 did bring. i oonsider~bje mon~y

rIunator N'yel Mdr, Paricer, Mr. 'Fl'ynn and' thosp-'who 'ass

ed inl draft-1 rg the bill have estimated that h~d -.this, bjl1l. y

been lavi durin- 1'03.7 anrd 19T1P wow

ar Fln (trpinL) Th e T rosury o Cf Io1.a Is :
'3cn:itor Nyes 011 tbe Treasury officials estimatod t hit,

th:.d. had this bi 13 the law in 1917 rand 19)3 'tbi ineonie, of',

the G vem'ent dry;those two var years woul aebe

geater than was the Ouitjo of theA Governm~ent during -thobeo

"Lt~ EO'~ ivzn :1ythotUight or tf-breled any check oIn tat'

fInding ait .1Ml? A.

Ar I Parkertt 01, have not., Tn flip aggeae tfUh

itdf'os not lool: un. *'esorable. That 1,3, i~f you ta1~e ' w

y~~stogether, take the whole a eidfr 97ai 9,

tojtcr ~epond it ures , as IreocilA it, were about.

biion hreos 1917 expenditures were only about 7 tbf 11' 6n

ot ikrgfrom memory. TI' you add thro t ote the r it i-b

'5 bill ion. Tt i~s possible we would etthe 26 bilion. h

''Q,,~ *'O~ld L,; r lP bili'i in 10 ''8 a o r not 1do not%.know,.

mLr I3
e'~~~~~~~c1 &.,y~ xa~tnjiealas
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2]i- Ww li_ :~~1 ~ ~~.: :~~lj ~'~h~I W.,,. h. ", J

'1Nm

s e ia t r

Parkers~f"NY I Thet I bille io~ ~ i ; bL,' t aa ~~

3enator ye 'Yes

Mr. Parker I think t did. h thh

we showed on thoaop expenditures, 18 b'il1:ion,.
it is already injt

Sgioator La~ollettel I su~o~e it is aredy in the 41i
record, but if it is not I would 133o to direct atetihI :

a thing thnt is pretty obvIOUS, but I have disoassed'It" V v

*ore with Mr. Parker, and th't 18 the fact-,that aft e r we ft t

into the last victr it tooi us so lone to iget a rel VWr Re vh '

Pill worIf(cd outs nd on the statute books. We had p e rmitt Ked.'
a tremendous amount of profits to to over the domxi so to

:3pi*.Lk, before our wayi'r tvLxati on ever began to b it e 'in

r. Parkert l, xacti-,. . .

3 R t Tr T.F I e t t At nd whio those rates were yidioi 1oiA

Slp -- pehp I ra aIm tt little prejudi.-d on 'tha t Tact, *in

Vic w of the fi ht iy father rflade to ma.ke them high - riev~er- .e

thi 13e -, i t ioo ne o f th re 'l j3StifiCtin, as C ,ae itonsae

for the imnactaert of this legislation in t ie of Pea'e- be.

C"a143 the experience in tboe last war kh~ clearly demonst.ratd

t "t if we wait for the wafr to come on, by the time we t.

around to re-writ tax bill commenSulrate with th e neo e'j '

3itieo and expediencies of a war crisis 'the big bulk. o f our

profits may have Passed withoilt taxation, and Wnt -
ax831, 00 and bq -,1n ',t-



of~~~ wa ,pr e

Snto Connallyl Ur Paxrker Jd Qlhad Pz,*h.

'which wtas thu hiuliest war reyentle ao't al, hbIE 6atL h

juno, .93, it was not pwaco un1 'r~~y ,l~~ie , ~

Months after the, Ariiatice.

Senator Connutlyt AIt ho ugh it cartJ d, r vt rg at ie

Senator Ta~ollettes Yes.

Senator Connally? Now, tben, Mr. - Pker', as I U nide~~

you, then you feel. like 'yo ur a to f - is 'so0 e-n-roese no1wt ,

the pending revenue bill., and will be during the-;deb%,te8'$,-,thati

you could not give this Particular- inesure m Oh stu4y dur i.g

this ea3siono?

Mr. Parerl It is jJISt phjyaieall.y iMPOSsilSntr

3enator Connally: Is there anfy other matter th n nY'o

wcnt-A to asnk Mr., Parlker about? '

ena to - Nyot tro Parker, we asked Xr. i~r~wn and mr. i

phantl and ha~d assurances from themtr that the t ime between n o*

Can ,Unary lot would he amPle to whip this 'Iea 161at i 9 ilto
thatt 81iuP0 'that you and the Treas ury Depar'me*~ wolvlk

t o huave it in before at ion was tknby the COMIm t t~ e )e

AM
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~ '~TT

Yo hnkAa s s1

ye oul in that t~ ~ie? r ou7oetig

4troPre think ets. do arnoti Iav n n dtb

t hat ati himnoe that thso uomittee repothoriz q t f

Comtteareconenhdlcationlt ththon Committee tfI.1

we oul i ta ttm wot ou.t sthiJo i

thaituct ed to ooer ea ths3borite eot MQt
At

you wanted to u3ay?

Mrs Parker$ T wia3 just going to po inrt out it wor i1

lvzrnedivxtet started on this hill by the Treasulty IDepartmien. i ,,
udprmsmy own-attaff going through it - there is- a''great,''

de~lu of work thait has been done, hrle, and many mdritortous I
L*yelrai Poli.ocos bave been set forth - in the 'event of war,

none of tbis work would be lost; thiat is, if war 'is d eala red

in October, no doubt the Conlrress would be immediately Ic,%lled 2,
and the bill woul~i be in much better ShApe, and be '.very ne ar :j4'

almost reudy to introduce right awayj and we wol'd IhQVfind

Qitr~ve~in thle uitua tion we were in1).

Senator affolyt: HowLjotha :ti:

Th~~ h~tr m~i: Ye~ ll in av r f, thIe motion is~ 4 y

OP~ose "no,
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(Th , otin twas duly carr ea #J

Senator Connally Anhd the nubstanae of your 'mo't ion Vas .!

Senator TLaFollette (interposing)$ Thatwe r60ommer d t*~atw ,adm~d l O *j i ~~x

the Chairman of the full Corrnittec that proper Jn'0*,i rtriution8 I
be given to the Joint Committee staff "to ooopeiate ith t he"<

Treasury,

Senator Connally V I d you want -Mr. lynn to hay nythn 4, f r

Senator Yyc 'I think, we should hear- 16'. Flyn's

STATEMNT OF JrOHN 'T FiLYNN i
Mr .1'.nni V.want to go into a discussion-of the bofil

in view of the action taken, because that would eeem t-o .ben -M

ne a 0 c4ry.

1*1Socnator Coni-allys T was coing: to ety ~ vi 0f,'tt'e' ac,

tion tJkevi it is not nce08ary to gjo back into all %f 'the
police ea.

Yr. Flynn: ~, it is- not n ea e3o I Simply want to

al2. 1, att-rtio of thle Sub-oowpittec to a faot' aboutthe.

The hill 1l01s lik.it is very formidable, a very large,

ornlidable bil, but as a matter of fact the tax ectionris of'

te bill take bout 90 to 1(,5 pages, and that bulk. is -la '

the WxItstiriV tax bill. In otho' words, what the Munitions

Coulittee did, in drafting this bill was t* try not to dist6rb
the existing tax machinery at all, but mere]. to cag h

y hchtng e I h-e
* .4 .

~e;CI i.~ t, ::itf,:hJA
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Sand~ that is 'the fir~tti~i rw~d* isdne4hag

rat ea of taxes, making them 'iegy draetlo, no.tP'ena4zIt.ng iy,

body or' punrhir ,Anybody, but ,provO.dinkt o oh reveniu(, ,$i thf

is ?osuible, to pay the QpnlBo a 1 eo~ o h

purpose of avoiding lnfli~tion.,

And we added one othir thinet, n'mely, for.,' oil ebtton

the t,4ax In tho year in which the tax wars Imposed, quarterlys':

and not In the folloyiing year'. I n oIt h e words, il we CP to

war in 1ID36 the tax woold be oollected on, earnings -during. '.,,i,.,

1936, rather than during the year 1937, when perhapa-thd war':,I

to Over.

Now a f ew o the r pro viIo ns we re ftud, ebas ed' almost eno. I

tia'ely LuPon this matter 11r, B~rown called attention to,' namelyy,:

in as MUCh IRS you have impocod very dratstic, revenues, the
nececosity of' alcairig off evua3ion3 is all the greater, because I-

Whih you make the, tax nmore-, the more eag~er will) be the tax:

Evalicr ir, his operations, and therefore additional loopholes' "'1

in t~ evw~on ha eCYeo closed up, or at least the U'Pfo~t Jj
ha; con ade to close, them up. 

I

Thiat iFJ chiie-fly, what this bul-ky bill amounts too' Thiee-

forI" it iUeOMS to m that the vork of Ch'Eck11inps it Over, a nd of
cosideli'16- it, vrill. not ble 81101-1nictsk.beasei

~vl)no b atai:Of con-si1dering acomPletely newLr bill,

t1) tIs draft the newv Portionu Of thebilrei tlis4
adthey compr 

4and t l not Th ey 6ou,0
If
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perhaps be pid in about t pri pa gr ca of~ the wholIe 1,95 pig es84, n

they inerely have been woven into the, exie t 1 lk bilb,

3ernator Connalyl 'You wo ul1d beo better pt'pared, tq do.

thi ti after we pass this now 'tax bill becmUse-we o'n-b budt or n

tkkt structure, rather than fhe existing one.

Mr. Flynns T thirik they have pu~t very 1i tt le in the

new tax bill that Is not i.n this. '
3
ome 'things ti-eadPUt ih.

the t~'ix billI we hulle pujt in here. t th i nk af ter th new t6x

l 1] isPaused it bl. e wise th-at' we have i.n' this tkio ad'.

rnln~s~atie and rnec Al~a. Provisions of the newtabi.

Bu '.1t vtmted to call the attention of-this 'Sub-caom .

mt tr' this3 fct, ntaalYs that this bill. was rnot a b 11

cfnok-_; UiP very rapidly. T hope T lnly not be tbought Lroilty

of z~~~i~~y ir~~viejoscrlaio~ but T believe that 'tk bllu

to ~ 1- !grOat er of consideration than

th ))~x il vl1 hioh ykiOl :%re ).bout to pEa81 P irst of till,- It

w~prepaired over threc Cr four mcmths by a sta:fP of,,epon 1.
'luL it' ,o tu e2%t, lid S At~it i.$ti carlsoOrganized, by t1jo Mluni

Ienatcnr Connaily: Andi You. wer,. a Member?j

J.lynn: i orgfan±zed that Staff and 'superintended the

cr Ltvng of that Ili 11 A1t er1 t I b l.11 wc datd i t was 'rubpo

~n~ tdtote xersof the Treasury a,.,(I thexP Pr tB 3Of the

Coh~'Trani te. Th ey w en t o ve i 1t, and St it ~



ith them representing the Mujii iona Committ~ee fe'; hetera

das n t.Purker and his staff po int ed out a very'larg

number of defects in the bill I&a ot of theiA ~e~h&~i~

ol i ay Mi

defe-ot8. H-e Uloo made some sug~gestiOfl8 Of Poiy mi)

say thaxt practiallty all those defects were oorreated, in this.,

The b±i vai submitted t~o tax experts in diff~ereflt part

of the county

The T ro,.u-iury lPcpartient made some asuggetio ns. And -w e

oUraolves found larVb numbers of defects in the bill and 'tho $a i,

were corrected, and the bill has had at least six or eight

different printings, Progressively effecteO as 'it wenlt along*.

N'ow this draft whiob Mr. "3rovr) held I n his hand was'a

da af t mad cc y the a t7 1 j t,,,awy A f f 1',rs Committee, a comparative,

clo&C, a~nd in the prl'intin, of it qtuite,. i. number of typogiphia.V7

erors have j ten into it, and n en-or two other things left

out th-oug-h hasty Preparation of the comparative draft, al

of Which T hav,, ccrrfct jd, or rather rtly assistants have cor-

rec'ted, and I wtv prepared to SUL;, aut correcting them here,

today.

+At T lust want to make this ntatelnent so the Commit tee

ma nt 8uPpo w hat thAY ha-ve is a ve~rY laree, extensive 4

elaborate new tax measure which was hastily gotten up.'. '

It the e sintax measure, the existing tax maohine, r, Y1- I

ei'ro~a hae ,:nten ito it anA n~ ortw% mhqmp thnl~ *'~ t -/ t~?
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with the new rates and a f ew evaaons o3oied 4p, and that iJs,

all it is. 3o there would certainly be no 'difi o lty in 'hav

ing thjia bill I.n ahtpe by the time Congress asrvembles again

1.1 the Joint Committee will furnish ,A portUon of its staff.

and tE Treusury will assign a man or two to the job, and I

believe you could have, T won't say a perfect tax bill, be**

cause s!ich a aX ill hao not yet been pa.aFedtbut you could "'A

have a really good war tax profits bill.*

So-nator Connally: All, right. Thank you, Mr. Flynn.. V

Are thfLre any questions?

1.i thr~ .Uiy other matter before the Cormittee?
re the Co

leylator Bailey, since you have just come in, the Corn- "

mitte met to consider thio whole matter, and it seems to be-.l;'

nowI tUP, consensus of opinion that on account of the probably

early adjojryiment of Cngress and the rather complicated and

Grm:t scope of thifi legislation that we would not hae an op

Opportunity to adequately oonsie r it properly at this W'ssion

and that w'e Nvill rcceui with the uinderstardinL- thlat in t'he mean-r!.

time a study Should he made by the Treasury and thle stofjfof

the tIoint Comflmitter- on Taxttton, so thtwe e meet a ai

in JTanuiary the Finance Committee vill be enabled at an early

time in the session to take it up. It was also thought ad*
vIs:tla to consider thise measure alone on its own legs', rater

t'~~lto involve it wt eiltoI
egislaon Of other character.

.1- A
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We have heard the wi2.17e a's , and thOt N'4O to, be,:%

not xon

3enator Baileyl T, am 8QZ'Z that Iwas, I at e.,, ~

lenutor X Ye t r Chairman, T hope YOU w0,1dA:'xpe at in :.

*this w o rl by the Trmasury and t he P,-T0t~ O) i t tele rieel t a~

t Gives that they "Would be villji g to doonf er w ith' Mr.lyn.d

those who know: whut POlIci0oe v,orc being iiotiht,, in 1 11.pin

t~i~1ege~a~on. Thero would not be any objecotion ,totat

o f cO o' 4,

Mr. ?arle's Abso I u L 1,y riot.

'~eiaorGu!.ffeyt T move vie adjourn.

Senator Connally (after consulting ): e e rin 6a ain

atti~time for pr.;ritin, thi ., flearing.! We 'i3ad 6ou'rn.

(Whereupon, at 11320 oolock a. m. the hearing, was 01o 'd4

'J


