63n_CoNanress, SENATE. . Rurort
2d Session. No. 813.

WAR-REVENUT BILL,

Ocroner 8, 1914,—Ordoered to be printed.

Mr. SimmoNs, from the Committeo on Finance, submitted the following

REPORT.
[To accompany 11, R, 18891, ] )

The Committeo on Ifinanco, to whom was reforred the bill (II. R.
18891) ontitled “An act to incroase tho internal revenuo, and for
other purposes,” having had tho same under consideration, reports
it bucg to the Sonate with sundry amendments and recommends
that tho bill as amended do pass. ,

During tho fiseal 1yoar onding Juno 30, 1914, tho rovenuo dorived
by the Governmont from customs, income, and internal-revenue taxos
oxceodod tho expendituroes of that fiscal yoar by about $34,000,000,

Tiarly in August of tho prosent yonr soven of tho groat nations of
Furepo beeamo involvod in war, six of thom being tho chief industrial
coun%rios of that continont. These conditions in luropo have nec-
cssarily affectod our trado rolations with thoso countries, ospecially
our imports, and as our customs rovonuo is dorived from dutics on
imports our revenue from this sourco has greatly suffored, and will
continuo to suffor whilo this conflict continucs,

In.round numbers the docroago of customs rovenuoe for July, August
Soptombor, and the first fivo days of Octobor, 1914, as comparec
with o similar poriod in 1913, ave as follows:

July.oovinnenrnennnnnen. cemers Creresncannenaennse ereveetenerennanaas $4, 800, 000
August....coevvennnnn oo s s eeneenatetereretenenananttaitrntrneanseannns 11, 500, 000
S D17 1)1 11 17 P 9, 600, 000
Qctober (5 days)........ C et b e seeeretatitatraesasaaaretaesstrrtontanes 2, 800, 000

Total to Oct. b, INCIUBIVO. .1 iiriiieiiiiiiitnaiiatenraeensanines 28, 700, 000

On Septombor 4, 1914, tho Prosident of tho United Statoes, in tho
dischargo of the (futy imposed upon him by tho Constitution, ap-
oared in porson bofore tho two Iouses of Congross, and aftor sotting
orth tho situation and its effoct upon the rovonues of the Rovornmont
urged that an additional rovenuo of $100,000,000 bo raised through
intornal taxes in order to moot ovory demand upon tho ‘I'reasury
without delay or peradvonture and in order to koop tho Troasury
strong throughout the oxigencies created by this war,
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Rosponding to tho rccommendation made by tho Presidont, on
tho 22d day of Septombor, 1914, tho Ways and Moans Committeo
of tho ITouso of Representatives roported to that body 1. R. 18891,
and on the 26th day of Septomber it was approved by the Iouse and
shortly thoreaftor transmitted to tho Sonato and roforred to tho
(Committeo on Finance,

In the bill as reported back, your committoo recommond many
amendments, but it is deomed sufliciont for the purpose of this roport
to enumorato only tho more important amendmeonts, as follows:

Tirst. Ti.0 House bill raised the tax on fermented liquors from $1
to $1.50 per barrcl. Your committoe recommend that this bo fur-
thor increased to $1.76 per barrel, with a discount of 5 por cent,
boing & not incroaso of 164 cents per barrel over tho House rate.

Second. Your committee recommend a tax of 5 conts per gallon
on cach gallon of rectifiod spirits. Neithor the present law nor the
House bill imposes any tax on rectified spirits as such.

" Third. The House bill imposes a tax of 2 cents per gallon on gaso-
lin: Your committee recommend that this provision of the House
bill bo eliminatoed altogether.

Fourth. Tho soction of the IIouse bill relating to wines has beon
rowritton and changod as follows: First, To include liquours or com-
Rounds known or dosignated as wines, liquours, or cordials. Second.

‘o apply tho tax to imported wines or cordials as well as to domestic
wines, Third, To roduce the rate of tax upon dry wines from 12 to
8 conts por gallon. TWourth. That the tax shall bo paid by the dealer
instoad of by the manufacturer, as provided in the Iousge hill.

Hifth, 'I'ho Houso bill imposes a tax upon bankors of $2 for oach
$1,000 of capital and ‘surplus, Your committco rocommonds that
this bo roducod to $1 for oach 81,000 of capital and surplus.

Sixth, Tho Iouse bill imposos & tax of $50 upon brokoers. Your
committoo rocommonds that this tax bo eliminated.

Soventh, Your committeo rocommends that tho provisions of tho
TTouse bill relating to thoators, museuins, and concort halls bo changod
ag follows: Ifirst, 'I'hat the provision rostricting tho operation of that
goction of the bill to citios with & population of 15,000 bo stricken out,
Second. That instoad of a flat rate of $100 on oach thoator, museum,
or concort hall, a graduatod tax be imposed, as follows:

Upon theators, musoums, and concert halls having a seating capacity of not more
than 300, $26; having o scating capacity of moro than 300 and not moro than 600, $50;
having a seating capacity of more than 600 and not more than 1,000, $76; having a
soating capacity of moro than 1,000, $100.

Eighth, Your committeo also recommeonds an amondmont to tho
section of tho IHousoe bill relating to oxhibitions or shows by exompt-
inpi from its oporation chatauquas, lecturo lycoums, agricultural or
industrial fairs, or exhibitions held under the auspices of religious or
charitablo associations, _

Ninth. o meot a decision of the courts to tho offect that com-
mission merchants are not included under the torm ‘‘commorsial
brokers,” your committeo recommonds an additional paragraph to
seotion 4 imposing a speoific tax of $20 upon commission morchants,
and defining what is meant by the phrase ‘‘commission morchants,”

Tonth. The Houso bill imz)os;os a tax upon each tobacco doaler
not speoially provided for, of $4.80. Your committee has amonded
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this provision by adding the words, ‘‘for oach store, shop, or othor
place in which tobacco in any form is sold.” This amendment was
deemed necossary to cover cases where one person or corporation
solls tobacco in more than one place.

Eleventh. The House bill makes three classifications of manufac-
tured tobacco and cigars, imposing a tax, respectively, of $6, $12,
and $24. Your committee recommends two additional classifica-
tions of $48 and $96, respeotively.

Twelfth, The Iouse imposes a tax of $24 upon manufacturers of
cigarottes, Your commitice recommends two additional classifica-
tions of $48 and $96.

Thirteonth, Your committee rocoramends that section 6, section 9,
and sections 17, 18, 19, 20, 21, and 22 be amonded by tho insertion
of cortain amondments relating to the administration, -

Fourteenth, Your committee recommends the striking out of tho
provision in section 7 of the House bill making the instruments,
docamonts, and papers enumerated in that section incompetont as
cvidence in any court unless stamped as thorein provided. It also
rocommeonds that the provision in section 13 of the House bill pro-
viding that tho instruments, documents, and papers thorein enumor-
ated should be deemed invalid unless stamped. “Vour committeo
recommends that the provisions of section 15 of tho House bill making
rogistration or transfer of the instrument mentionod therein whon
unstamped incompetent in evidence be stricken out.

Fifteonth, Tho paragraph of tho bill relating to tolegraph and
tolophono messagos has largely boen rewritten, Tho chiof offect of
tho changes is to require the sendor of telegraph and tolophono mes-
sngos to pay the tax of 1 cont and to require tho companios to colloct
tho tax and account to the Governraent monthly for same.

Sixteen, Your committes recommends the climination of scction
11, relating to accoptor or acceptors of bills of exchango or orders for
the payment of monoy drawn or purported to bo drawn in foreign
countries and payablo in the United Statos,

Soventeon. Thoe JTouse bill imposes cortain taxes upon lifo insurance
and aceident policies, Your committee recommends that the section
of the bill imposing this tax be eliminated.

Kighteen, Your committeo recommends an amondment to the para-
graph relating to marino, inland, and fire insurance, providing. that
upon the cancellation of a polisy or the refund in whole or in part of
the promium tho tax thereupon shall be ropaid pro rata to tho insured.
It i\.ISO provides that policics of reinsurance shall be oxempt from the
tax imposed by the paragraph..

Nincteon., Your committoe recommends that tho provisions of the
bill rolating to mortgage or pledge of lands and personal property and
to the transfor of such instruments be climinated from the bill,

Twenty, The House bill imposes a graduated tax u})on passago
tickets by vessels from a port in the United States to a foreign port.
Your committee recomimends an amendment that passago tickets
costing $10 or less be exem?t‘ed.

Twonty-one, The House bill imposes a tax of 2 conts upon ovory
geat sold in a palaco or Pullman car and every berth in a sleeping car,
Your committee recommeonds that this tax be reduced to 1 cent.
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Twonty-two. Your committeo recommends the addition of & new
schedulo to bo known as Schedule B, covering medicinal proprietary
arbicles and proparations, perfumory and cosmetics, chowing gum
and subsuilutes thorefor, sparkling and other wines not otherwise
taxed in this act, The rate of tax recommonded upon the various
articles in this schedulo are tho same as those imposed in the act of
1893, commonly known as the war-revenue act.

Twenty-three. Upon tho recommendation and estimates made by
tho Commissioner of Internal Revenue and approved by the Secre-
tary of the I'reasury, your committeo recommend that section 19 of
the Iouse bill be amended so as to provide an appropriation of
$402,000 for oxponses of administration in the collection of the taxes
imposed under this act.  During the fiseal year ending June 30, 1914,
it cost 14 por cont to collect taxes imposed under tho internal-revenue
laws. The amendment recommended will allow only one-half of 1
por cent for the colloction of the taxes imposed by this act,

Your commitice recommends that the bill be amended so as to pro-
vide that it shall take offect 30 days after its approval.

Your committee nlso recommends that the bill be so amended as to
rovido that nono of the taxes levied and collected under this act be
ovied and collected after the 31st day of Decomber, 1915,

Tho message of tho President, hercinbeforo referred to, and the
roport of the Committeo on Ways and Means of the Ilouse of Repre-
gontatives upon the goneral features of the bill, as well as the reasons
for its onactmont, are ablo and comprohoensive, and your committeo
submits thom herewith as a part of its roport,

o

(House Documont No, 1167, 8ixty-third Congress, second session,)

AbdrioNAn REVENUE,

ADDRESA O THE PRESIDENT OF THE UNITED HIATES l)ELIVEREI) Al A JOIN'T BEHS8ION OF
THE TWO HOUSEH# OF CONGREAH BEPTEMBER 4, 1014,

Gentlemen of the Congress:

I como to you to-dny to discharge & duty which X wish with all m?r heart T might
havo been spared; but it is & vory clear duty, and therofore I porform it without
hesitation or upology. I como to ask vory carnestly that additional revenue bo pro-
vided for the Governmont, :

During tho month of August thero was, as comparod with tho corresponding month
of last yoar, o falling off of $10,620,538 in tho rovenues collected from customs, A
continuation of this decreaso in the samo proportion throughout the curront fiseal year
would probably mean a loss of customa rovenues of from sixty to ono hundred millions,
I nood not toll you to what this falling off is duo, It is due, in chiof part, not to tho
reductions recontly mado in the customs duties, but to tho great decrenso in importa-
tions; and that is duo to the oxtmordinur{ oxtont of tho industrial arca affected by
the presont war in Iturope. Conditions have arison which no man foresaw; thoy
affect tho whole world of commorce and economic production; aund thoy must bo faced
and dealt with,

It would bo very unwiso to postpono dealing with thom, Delay in such a mattor
and in the particular circumstances in which wo now find ourselves as & nution might
involveo consequoncos of tho most ombarrassing and doplorable sort, for which I, for
ono, would not caro to'ho responsible. It would be very dangorous in the prosont
circumstances to creato o momont's doubt as to tho strongth and sufiicioncy of the
Troasury of the United States, its ability to aseist, to steady, and ‘sustain the financial
oporations of the country’s business, If the Treasury is known, or ovon thought, to be
wonk, whoro will be our peace of mind? 'Tho whole industrial activity of the country
would be chilled and demoralized. Just now the peculiarly diflicult financial prob-
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loms of tho moment aro boinf; succossfully dealt with, with great self-possession and
%rood sonse and vori' sound judgment; but thoy aro only in process of boing worked out,

f the process of solution is to bo completed, no ono must be given reason to doubt tho
solidity and adoquacy of the Troasury of tho Govornmont which stands bohind thoe
wholo mothod by which our difficultios aro being mot and handled,

The Troasury itsolf could got along for a considorable period, no doubt, without
immediato resort to now sourcos of taxation, But at what cost to the businoss of tho
community? Approximatoly $76,000,000, & larf;o part of tho presont T'ronsury balanco,
is now on deposit with national banks distributed throughout tho country. It is
deposited, of course, on call. I need not point out to you what the ‘)robablo conse-
quonces of inconvenionce and distress and confusion would be if tho diminishing
income of tho Treasury should make it necossary rapidly to withdraw these deposits,
And yot without additional rovenuo that plainly might becomo necessary, and tho
timo wheon it became nocessary could not bo controlled or dotermined by the convon-
ience of tho business of the country, It would have to boe determined by tho opera-
tions and necessities of tho Treasury itself. Such risks are not necessary and oight
not to bo run, Wae can not too scrupulously or carefully safoguard a financial situation
which ia at bost, whilo war continues in Europo, diflicult and abnormal. Ilesitation
and dolay are’the worst forms of bad policy under such conditions, )

And we ought not to borrow. We ought to resort to taxation, howoever wo maY
rogret, tho necossity of putting additional tomporary burdens on our people. To soll
bonds would be to make a most untimely and unjustifiablo domand on the money
markot; untimely, because this is manifostly not tho time to withdraw working capital
from othor usos to pay the Governmeont’s bills; unjustifiablo, becauso unnocessary,
The country ia able to pay any luat androasonablo taxoes without distross, And to
ovory othor form of borrowing, whether for long poriods or for short, thoro is tho same
obi'oction. These are not the circumatancos, this is at this particufar momont and in
thig particular oxigency not the market, to borrow large sums of money. What we
aro sooking is to onse and assist overy financial transaction, not to add a singlo'addi-
tionnl ombarrassmont to the situation; The people of this country are both intelligont
and profoundly patriotic, The&r aro roady to meot the presont conditions in the
right way and to support the Government with gonorous solf-donial, Thoy know
and undorstand, and will be intolorant only of those who dodgo responsibility or aro
not frank with thom,

Tho occasion is not of our own making, Wo had no Part in making it, But it is
hore, It affocts us as directly and pul{;ably almost as il wo wore participonts in the
circumatancos which gave riso to it. Wo must accept tho inovitable with calm judg-
mont and unrufllod spirits, liko mon accustomed to deal with the unoxpoctod, habitu-
atod to tako caro of thomsolvos, mastors of thoir own affalrg and their own fortunes.
Wo shall pay tho bill, tlmu{;h wo did not doliheratoly incur it,

In ordor fo moot ovory demand upon tho Treasury without delay or peradventuro
and in order to keop the I'reasury strong, unquestionably strong, and atrong through-
out the prosont anxioties, X respoctfully urgo that an additional rovenue of $l00,000,000
bo raised through intornal taxes dovised in your wisdom to meot the emergency, The
only ﬂu{;gcation 1 tako tho liberty of making is that such sources of rovenue ho choson
s will begin to yield at onco and yleld with & cortain and constant flow,

I can not close without expressing tho confidenco with which I a{) ronch o Con-
gross, with regard to this or any other mattor, which haa shown go untiring o dovotion
to public duty, which has responded to tho needs of the Nation throughout o lnn;i
season deapito inevitablo fatigue and personal sacrifice, and so large a proportion o
whoso Mombors havo dovoted their whole time and enoigy to tho businesa of the
country, .

s St

Mr, Unprrwoon, from tho Committeo on Ways and Means, submittoed the followin
) B
Reronrt,
{T'o aocompany IT, R, 18801.)

The Committoe on Ways and Moans, to whom was roforred ITouse bill I, R, 18891,
to incroaso the intornal rovenue, and for othor purposes, having had tho same under
consideration, roport it back to tho Ifouso with an amondmont atriking out tho word
“gimilar” whoro it appoars aftor tho word ‘‘othor” on lino 12 of pago 8 and insort
after the word “‘gasolino,’” on lino 12, page 8, the words ““motor spirit,”’ and recom-
mond that tho bill as amonded do pass,
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NECESSITY OF THIS LEGISLATION,

Tho necossity for this legislation grows out of tha reduction of rovonuo dorived
{l:()lll customs recoipts caused by the disturbed conditions resulting from tho war in
uropo,

Tho following tablo shows the value of dutiabloe imports into the United Statos
from tho luropoan countrios at war during tho fiscal year ending June 80, 1914,
togothor with tho estimated falling off in customs rovonue during tho noxt 12 months,
computed on the basis of the taniff act of October 3, 1913:

Iistimated falling off in customs revenue during the next 12 months because of the
Luropean war.

Istimated
Dutlable | falling oft In
Country. {mports, reventes

value 1014, | during next
12 months,

Austria-TTungary..o.coouens eeeeas Ceesetesettaantaacrannas Ceecencerctentarne $15, m. 046

$5, 207,000
DR 1P 1114 P DO Crtetveranrens Jd 21,324,417 &, 304, 000
Franco....ooeevevienannns feecaverseatitetcatiacaennn eeod] 95,445,062 1 35,500,000
GOrmmY.acevsereans .. 119,383,078 38,0683, 000
Russln in furope........ 2,420,002 242,000
forvia and Montonegro. . . .. 9,027 2,000
United Kiugdom........ treretesaecietitiantaencnas .| 132,173,220 40,653, 000

Tolaliseererennaceaannnnans tesararstaresracernasnccsnceasenaassanassas| 380,080,561 125, 811,000

Note.~This estimatoe is made on the assumption that all imports from the Kuropoean countries at war
will coaso (lur(nf; tho noxt 12 monthg, The lmport viluoes shown roprosont tho dutlable articles imported
during tho fiseal yoar ending June 30, 1014,  T'ho ostimntoed falling off in revenuo i3 coraputoed by applying
tho ratos of the act of 1013 to tho Imports for tho fiscal year onding June 30, 1014,

It must be horno in mind that the above estimates aro based on the assumption
that all imports from the countries at war will ceaso, It seoms certain that the im-
ports of some articles will continue and that the falling off in customa roveniie will
not he greater than $100,000,000, Wae feol cortain that should the customs revonue
decrease moro than $100,000,000 during the noxt year becauso of tho uropean war
that tho increased collections under the income tax will be entirely sufliciont to make
up any dolicit that may occur,

OUSTOMS AND TOTAY, ORDINARY REVENUE RECEIPTS,
Tho following tables show the customs rovenuo and the tolal ordinary rovenuo

colloctod, by months, for tho fiscal yonrs onding June 30, 1912, 1913, and 1914, and also
for the fivst two months of tho fiscal year 1915,

Customs revenue and total ordinary receipts for the fiscal years 1912, 1918, 1914, and
1915 (o date,

CUSTOMB REVENUE,

Month, 1912 1013 1014 10156

JUlY ceveevriinnnians Cerrrarsiererarenes $23, 404, 602,50 | $28,130, 502, 27 | $27,800,054.54 | $22,088, 406,04
Auguat,...ooaiii, P 20,062,400, 21 | 30,206,331, 00 | 30,034,052, 44 19,431, 302. 62
LT 120 1 24,746,300, 77 | 27,476,127.86 | 20,701,404.26 |.
Qotoher.......... e veseere i aas 25, 767,036,40 | 30,210,821,02 { 30,138,010, 37
NOVOIMDOT. s e vvri e ciivi et ciianrnans 24,704,345, 16 | 26,000,363.256 | 21,173,027.85 |,.....
Decembore...o... et rreneeieienraae vl 24,087,327.35 | 24,248,101,30 { 21,510,130.00 |..
January.... . 24,064,0562.30 | 20,334,124, 00 | 23,628,070, 83
ebrunry . 20,337,628.23 | 27,005,115.83 | 17,609,003, 70
Mareh, . 30,408,501.30 | 27,4567,480.20 | 25,027,212.00 |..
April,.. A 20,184,407,79 | - 23,003,000, 70 | 22,233,700.67 ).
May..... . 20,578,073.14 | 20,434, 740,21 ,800,673.26 |..
T T 28,005,501, 99 | 24,417,650.12 | 23,072,372.04

L 311,321,072.22 | 318,801,395, 80 | 202,128, 627. 63
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Customs revenue and total ordinary receipls for the fiscal years 1912, 1913, 1914, and
1915 to date—Continued

TOTAL ORDINARY RECELIPTS,

Month, 1012 1013 1014 10156

MUY e errenrvrneierreinnerernnronanrens 252,085,001, 76°| 69,530,333, 50 | $60,231,624,12 | 73,221,173, 56
August,.... .. «oe] 64,803,082,83 1 60,205,002,32 | 01,000,107.10 | 61,072, 898,30
Beplomber. 56,335,363,00 | 65,682,650,08 | 68,073,397.05 |... ..
QOctober, ... 56,054,411,33 1 064,400,504,07 | 64,104,633,15 |...
November. .. ...| 606,588,831,03 | 69,000,303.04 | 55,515,132, 02 [...
B 63,749,605,02 | 55,821,0538,88 | 63, 162, 435, 89
JANUBLY ceeenenrineneereennranrancancnes 52,461,711,60 | 00,642, 303,45 | 63,077,380, 30
FODIUBTY . v oererniienieerenneanannennns 63,032,600,01 | 54,803,410, 47 | 48,033,867,33
MAECH.eee e teireaneeeneneaansaeaianans 569,290,020, 64 | 66,720,083, 57 | 64,803, 800, 84
P L U 53,305,711.82 | 63,452,650,72 | 60,488,800, 63

BY eevseerasaeonaonrornnaaserarecnens 58,360,052, 26 | 55,370,303.84 | 55,389, 211, 77
JUDO. o eeeneeenneennennneranennenns 84,705,507, 563 | 88,438, 114,00 | 125, 280,727, 05

TOMAL. « ceerernnnneemunneenrnnensa| 001,778,405.37 | 721,111,220, 81 | 731,313,700, 20

124,207, 071, 85

THE NECESSITY FOR THIS LEQISLATION CAN NOT BE TRACED TO THE TARIFF ACT OF 1013,

If it had not been for the war in Turope, the tariff act of October 3, 1013, and tho
other sources of revenue would have yiolded suflicient rovenue to meot the demands
of the Government, .

Tho abovo tablo shows that during the fiseal year 1914 the customs revenuo col-
lected amounted to $292,000,000. Of this amount $85,600,000 was collected before
tho present law went into effect, The customs rovenue collected during tho first 9
monthg tho now law was in effect amounted to $206,600,000, or $22,000,000 per month,
The customs revenue collected during tho fisenl year 19138 (the last year the Payne
law was in operation) amounted to $318,801,395.86, or $26,600,000 por month, 'The
now toriff law provides an income tax to make up for the reduction in ¢cugtoms rovenuo
hecause of the loworlnF of tho tariff taxes.

I'or tho last 10 months of the calondar year 1913 there accrued from the incomo tax
on individuala $31,344,639, The amount of corporntion, exciso, and inconic tax
aceruing for the entire calondar yoar of 1013 was $15,861,028, 'T'he tolal amount of
tho excigo tax on corporations dorived by the T'reasury for the calondar year 1912 wag
$36,006,290, Tho now income tax law oliminated the corporation exemption of
$5,000, added to the tax list many corporntions not subject to tho oxciso tax, and also
imposed a gradunted rato upon corporations holding atock in othora, Theso provisions
account for tho entiroe difforenco betwoeon tho roco ))la from corporations for tho year
1912 and tho year 1913, which difforonce is $10,844,729, This sum added to theamount
of incomo tax aceruing from individuals for tho year 1013, viz, $31,344,530, would
agerognto $42,189,208, or $4,000,000 por month, Adding the averago monthl y customs
recoipts to the tworu{io monthly incomo tax receipls under tho new lsw gives
$26,900,000, as compared with $26,600,000 undor theactof 1009, ‘T'his average monthly
comparison only oxtends to tho closo of tho fiscal year 1014,

I'or the presont fiscal year 1916 the comparison is much more favorable to thonew taviff
andiincome-tax law, for tho reason that tho individual incomo-tax law only covered 10
months of the year 1013, and in realitgr only reaching all somiannual incomes payable
in January mu{ July for 4 months of that year and all like quartorlr incomo payablo
in January, July, and October for but 7 months of that year. Considering tho unsot-
tled business conditions during the Year 1014, largoly on account of disturbed intor-
national commorelal and othor conditions, the hest obtainablo figures as to tho osti-
mated amount that will acerue from tho corporation tax for 1014 is $42,600,000, whilo
tho same estimates from individual incomo tax is $42,600,000, making a total of
$85,000,000, Deducting from this amount $35,000,000 that would otherwise havo
accrued from corporation oxciso tax under the act of 1000 leaves $50,000,000, or
$4,166,000 per month that would accruo to tho 'l‘ro:wurr from tho income tax for tho
fiseal year 1916,  Adding this avorago monthly yiold to tho average monthly yicld
of tho presont taviff law gives $27,006,000, ns compared with $26,600,000 undor the
act of 19009, These estimates of the incomo tax are exceedingly consorvalivo,

Tho customs rovenuo collected durin% tho flseol yoar 1013 amounted to $318,801,305,
a8 compared with $202,128,627 for tho fiscal year 1914, The customs rovenue, thore-
foro, foll off $26,702,868, which amount was morc than made up by tho 31,344,630
accruing from individual incomes, and tho $10,844,720 additional tax aceruing from
corporations, a8 herotoforo oxplained,
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THE EFFECTS OF THFE EUROI'EAN WAR,

The countries now at war comprise Austria-ITungary, Bolgium, Franco, Gormany,
Japun, Russin, Servia and Montonogro, and tho Uunited Kingdom of Gront Britain,
1 it, woro not for war conditions and tho amount of imports had remained the samo as
thoso of last yoar, the customs taxos lovied by the present tariff act from snld countries
would have yiolded $133,079,000. 'This dogs not include tho importation from tho
othor countrios that will naturally bo affoctod by tho war and which if included would
bring tho customs rovenuo that ia directly affoctod by war conditions to an amount
ovor $150,000,000, Tho fact that tho ships of thoso belligoront countrios carried over
80 por cont of the.foroign commorco onloring our ports and tho furthor fact that war
conditions have disturbod tho lirios of tranaportation belonging to these countrios and
forcod many of thoir tramp stoamors to romain in ])ort, will soriously affoct the impor-
tation of merchandiso coming from noutral countries, and thoreby cause a diminution
of customs rovonuos from noutial as well as bolligeront nations,

1t is impossiblo to accurately detormino at this timo tho full oxtent of the falling off
of tho customns ravenuoes, but whon we considor that most of the available male popu-
Iation in Austria-Ilungary, Germany, France, and Belgium aro sorving in tho armies
and aro nocossarily withdrawn from the mills and factorios, that many of tho mills anc
factorios in thoso countrios obtain thoir raw material from abroad, and that it can not
ho obtainad undor prosont war conditions, it is apparont that tho importations from
thoso countrios must conso almost ontirol‘y. .

The usual customs rovenue coming from the above-named Furopean countries
would amount o more than $1060,000,000. ‘Tho usual customs rovenue (rom Grort
Britain is more than $40,000,000, and, although thoro will undoubtedly continue to
he importations coming from the British Isles to this country, it is falr to cstimate
that there will bo a considerablo falling off in this part of the customs revenue.

DECREASE IN CURTOMS8 REVENUE BECAUSE OF THE WAR IN RUROPE.

Wao have therofore reached the conclusion that it is conservativo to state that the
loss of customs rovenue that will be caused by war conditions abroad for ono year
will be $100,000,000, T'his amount, unless roplaced by taxes from some other sourco,
will causo a serlous defieit in our ‘Preasury balance, [t is true that at this timo we
have a goneral fund balanco in the Tronsury amounting to about $119,000,000.  About
$765,000,000 of this monoy is now deposited in tho national banks of the country to
asaist in the movoment o?'cmps and to moot the T'reasury daily needs whoen required,
Of tho romaining Treasury balanco there is a large amount in subsidiary coin and
bullion, which is not available for use in meoting current obligations,

THE QUESTION CONFRONTING CONGRESS,

Tho quostion, thorefore, confronts us as to whothor it ia advisable to call in this aur-
plus from the bankas at this time or {o lovy additionnl faxes to tako care of tho loss
of rovonue caused by the war in Buropoe,  All conditlons throughout the civilized
world have beon disturbod and intorfored with by tho war in liuropo, The great
nations of 1uropo have gone to a papor basiaand gold has gone toa promium.  Intor-
national exchango has been intorrupted and must bo roestablishod on a now hasis,
Tho usual course of exports abrond that wo oxpocted to return gold to this conntry
within tho noxt four months has beon interrupted and intorfored with, hringing
ahout o moro or less domoralizod condition of buginess in our own country and has
placed a tremendons strain on our banking facilitios, It is thorofore deemed unwiso
at this timo to withdrmw Governmont funds from thoe hanks of the country, hocause,
if tho Governmont now withdraws its funds, it will necossitato the banks reducing
thoir credits, embarrassing tho movoment. of our crops, and roducing our T'reasury
working balance to the minimum, and probably brmgin}g disastrous conditions to
our people, It therofore secoms to bo tho part of wisdom for the Congross to lovy &
tax at this timo to take caroe of the defieit in our customs rovenues hrought about by
conditions over which our Govornmeont and our people have no control,

FIROM WITAT SBOUROE OAN THI NEOKSSARY REVENUE BE BEST SEOURED?

Tho question, thon, arises as to what source wo shall turn to socuro tho additional
rovonue; what taxes can bo lovied that will respond to the Governmont’s noods imme-
diatoly and bo of tho least burden to tho people who are compolled to pay them?
The (ﬁ'sturl)ed conditions of our customs revenues are such that it is impossibloe tc
turn in that direction with any dogroe of cortainty to raise a large amount of money,
and cortninly thero is no opportunity opan for the Governmont to raiso from additions
customs rovenuo tho amount that would in any way respond to tho oxisting govern-
montal needs,
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Wo then have tho cholce of incrensing tho revenue derived from tho incomo tax
or levying an intornal revenuo tax to securo the amount of rovonuo required,

The present machinery of the income tax law provides for the payment of the taxes
in the month of Juno each yoar, If we do not withdraw our presout availablo
Treasury balance from the banks, wo can not walt until June of noxt year to got the
rovonue on account of tho oxisting monthly requirements of tho Treasury, 0 must
turn to a sourco of rovenuo that will immediately bring monoy into tho Treasury of
tho United States,  Weo must, therefore, as o last resort, to meot tho present emorgoney,
increaso our presont internal rovonuo tuxes or levy additional internal revenuoe taxes
to meot the demands of the Governmont,

THE PROPOSED EMERGENOY MEASURE,

The taxes proposed in this measure with two exceptions wore assessed subsoquent
to and during the Civil War and in tho war-revonue act of June 13, 1808, ‘Therefore
this measure opons u!) no new and untried system of taxation. While this country
is not at war, ié finds 1ts L'rensury balanco rapidly falling off beeause of the decline in
importations duo to the present war in Buropo. In framing this measure the com-
mitteo hag ondeavored to propose taxes that can ho collected by the present forco of
intornal-rovenuo officials, slightly incressod in number, with a small additional ox-
ponso, and with a minimum disturbanco of trado.

Thoe bill 1l. R, 18801 proposes to supplemoent tho Government rovenues by in-
creasing the tax that is now lovied on beer, lagoer beer, alo, Yorlor, and othor sinilar
fermonted liquors by increasing tho present tax of $1 a barrel to $1.50 a barrol. It is
estimated that this increase in taxation will produce an additional annual revenue
amounting to $32,500,000, ’ -

Tho proposed bill lovies o tax of 12 cents & gallon on dry wines manufactured and
sold in tho United States, and a tax of 20 conts o gallon on sweot wines manufactured
and sold in tho United Statea. It is cstimated that the annual revenue dorived from
this tax will amount to $6,000,000,

A tax of 2 conls per gallon is lovied upon gasoline, naphthn, and othor similar prod-
ucts obtained from crudoe, partially rofined, or residuum oils, It is estimated that this
tax will bring to tho Governmont a revenue of $20,000,000 o yeur,

BPEOCIAL TAXES,

It is proposed to lovy the following special taxes: A tax on bankers of $2 for each
$1,000 of capital used or omployod; brokors, $60; pawnbrokors, $20; commercial
brokors, $20; customhouso brokers, $10; propriotors of theators, musoums, and concort
halls in cities having moro than 15,000 pm]mlul.ion, $100; propriotors of circuses, $100;
propriclors of other public oxhibitions or shows, $10; and propristors of bowling alloys
and billiard rooms, $6 for each alley or tablo, It i estimated that tho above special
taxes will yiold $10,000,000 during tho Mleat 12 months-this law is in offect,

SPECIAL TAXES ON TOBACCO DEALER{G AND MANURACTURERS,

In addition to the above spocial tuxes, it in proposed to tax doalors in leaf tobucco
and manufacturors of tobacco whose annual sales do not oxcead 50,000 pounds, $6;
thore whose annual sales oxceed 50,000 and do not excoed 100,000 poun(fs, $12; and
thoso whoso annual sales exceod 100,000 pounds, $24, Thae bill Tovies tho following
taxes on manufacturers of cigars: Manufacturers of cigars whosa annual sales do not
axceed 100,000 cigars, $0; those whose annual sales oxceed 100,000 und do not, exceed
200,000 cigars, $12; and thoso whoso annual snles oxceed 200,()60 cigars, $24,

Tiach manufacturer of cigarottos will bo taxed $24, and u a{)e(riul tax of $4.80 por
yonr 18 lovied on all othor dealors in tobacco. It is estimated that the Governmont
will rocoivo §56,000,000 per year from the taxes lovied on tobaceo dealers and manu-
facturors, '

The bill also propoges a tax upon telephono companies of 1 cent for each messago
or converintion for which a chargo of 16 conts or more is made and a tax upon tele-
graph companies of 1 cont for oach dispatch or mensago sont. It in estimated that the
tax upon t()lo‘)hono and telegraph companics will yield to tho Treasury during the
first year this bill is in operation $1,500,000.

S8TAMP TAXFEA,

Tho stamp-tax provisions of the proposed bill are largoly a reonactment of certain
of tho stamp-tax sections of tho war-rovonuo act of June 13, 1808, Tn framing this
schedulo tho commitieo has endeavored to select articles that will most cquitably
distributo tho tax hurden and at tho samo timo be immediately responsive as rovenue
producers,
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Tho committoo bolioves that, by rigid economy in expenditures, the stamp taxos
lovied in tho proposed bill will not bo necessary for a longor poriod than 14 months,
and thoreforo wo have provided that tho stamp-tax provision shall remain in force

“only until January 1, 1916,

It {8 catimated that for tho firat 12 months tho stamp-tax provisions are in oporation
the Govornmont rovonue thorefrom will amount to $30,000,000,

Tho. following tublo shows tho articles on which stamp taxes will be levied under
the proposed bill and the proposed rate of tax: '

Articles upon which a stamp taz i3 levied and the rate of taw.

Article, Tax,
Bonds, dobontures, or cortificates of indebtednoss, oto,, for ench $100....... . $0. 06
Cortificatos of stook, original Issuo, for cach $100. retrenecans . . .05
Cortificatos of stook, transfory, for each $100. ....ceviveaiianennnn. .02
Balos of produots at oxchanges, for oaclt $100. . .01
Promissory notes,; for oach 100, . eveenrnanenrnen .
EXPross rocolpts. suseerserseivasvesesesiocaacaaans . .01
Frol;iht recoipts or domostio billsof ladIng.....ooovvuiiiiiiiiiiiiie, .. .01
Bonds of indemnity and honds not otherwise spooifiod.........covvvveiiiiiiiiiiiiiis veeren .50
Cortificato of profits, for ench $100.........vuv.u Ceeetenreetaieatreianneens tessesaenens ceeens .02
CortiNento of dRMBEO. v iviurerrrrsersseerssnsecnes veeseranes ceevens rvereenianas Ceeves cenens .
Cortificates not otherwise speciflod.....vvvirviniiiiiiiiiiiininninnnanes Craerseerriensiraes .10
Brokor’s contract....... B T tereesnessacnratananaes Cheeetitateciiistinisasaa .10
Convoyances, oxceoding $100, for each $500. . ....vivsrrenerrncreirirnnoienierennneans cetaraeas .
Intry of] goods nt customhotse (according t0 value)....evvenereiiierniereraennenas vereee veeo] $0.26-81,00
}*)n’try for withdrawal of goods from customs bondod warehouso.....eeevvrvveneersienreenssn. .50
vyiraneo; . ‘
Lifa, on cach $100 of tho amount INSUTed.....cvererveisierssrecosseeersronsiinnnsssnses .08
.M, inland, and fire, on onch $1 of promium oharged. . .vovvivvieecrereesreereesnnenes ,
/ Nasueny, ﬂdelfty, and ;]'unmnty, on oach $t n(t)&romlum chargod, . oounirinenannn, veeeen . .0
* Mortgagedfind convogauco n trust, oxceoding $1,000, for each $1,600,........ ieesssersaiacene b
Passapo tictat (according to valuo). .. .vvveeviieiennienns. Ceeeeseraniiean vesesssessnsnans ..l 1,00~ 5,00
Pawer of m,h}moy 80 VOLO.ciscesrrnsrrsernserecnnnsns Ceteeneeraareney ererereaens cereeereenn .10
Powortalnitdemoy to soll. .. eiiieneririeicnenriensienens veeenn Ceervasateen 25
Protost ‘ot 1010, 0h0ek, 080, . e vveviviveiersisnrienieneaanan Cevreraseteteacntnseacane .25
Slooping and parlor car tickots,..... vereertaceans ceeevanes Ceerveenersassressaesssenan veevene .02

GOVERNMENT REVENUES,

Bhould this bill hecomo o lnw a4 proposed by the committeo, wo confidently esti-
mato that tho rovenuoe that will bo derived during tho first 12 months this bill is in
operation will amount to $105,000,000, distributed as follows:

Iformonted Yiquors. ...l e cereeeae. $32, 500,000
Wines..ooovviieiiianann, Ceeeeieeieeieieaas Ceenen Cereeaeaan. ... 6,000,000
Gasolino...cooovv it Ceeenn e «eeee. 20,000,000
Speeinl taxon........ ceeeaas et e it creeenenses 16,600,000
Slumptaxeu ................ creereresreenerniines cevensrinnas ceeaaes 30,000,000

e At ey e s

O e vevveerneevuneianrneaneenssnneennssennessnesnnennnss 105,000,000

Wo aro of the opinion that this additional revonuo will Provido suflleiont funds to
meot governmental oxponditures until tho falling off of the rovenuo caused hy the
diaturﬁ)ed conditions o} Turopo have coased and hno normal rovonues derived at tho
customhouso havo reestablished thomselves, at which time tho taxes provided for in
this bill will no longor be necessary to tako caro of governmontal exponditures and
tho law will bo ropealed,
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