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'APRIL 10 (calendar day, APRIL 12), 1924.-Ordered to be printed

Mr. SMOOT, from the Committee on Finance, submitted the following

REPORT
[To accompany H. R. 67151

The Committee on Finance, to whom was referred the bill (H. R.
6715) to reduce and equalize taxation, to provide revenue, and for
other purposes; having had the same under consideration, report
favorably thereon with certain amendments, and as amended recommend that the bill do pass.
TREASURY SURPLUS

Under date of November 10, 1923, in a letter to the chairman of
the, Ways and Means Committee, the Secretary of the Treasury
wrote as follows:
After taking intoaccount all these considerations, and making the most conservative estimates about the yield of existing taxes and the possibilities of further
redictionstin expenditure it appears that for this year,.and for the next four or
five years, -there.ishould be a surplus of something over $300,000,000 a year,
over anid above all expenditures chargepable to the ordinary budget, including
the fixed debt charges'payable out of current revenues. This gives a reasonable
margin, not merely for tax revision,. but for tax reduction.

According to Xthe' estimate submitted in the annual report of the
of the Treasury for the fiscal year 1923, the excess of
ordinary receipts over total expenditures chargeable against ordinary receipts were, for the fiscal year 1923, $309,657,460.30. For the
fiscal year 1924 the surplus is estimated to be $329,639,924, and for
the fiscal year 1925, $395,681,634.

Se4,retary

Table: [No Caption]

Table: Comparison of estimated receipts and expenditures for the fiscal year 1925 under the bil as reported by the Finance Com it e on the as umption that the changes in the miscel aneous internal revenue taxes wil be ef ective on or before July 1, 1924
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These figures show that present taxqa a yieldjn3bMore revenue
than the needs of the Government demand and make necessary a
revision of the-internal revenue laws to lessen the present burden o
taxation.
TAX REDUCTIONS

The bill provides for two forms of tax reduction:
(1) Temporary and immediate relief to taxpayers by a 25 per cent
reduction of the income tax payable in the year 1924 on 1923 taxable
income. The estimated reduction resulting from this provision is as
follows:
Fiscal year 1924 $128,010,000
Fiscal year 1925 -104,740,000

Total reduction -232, 750, 000

(2) Permanent relief by the reVision of the revenue act of 1921
through the reduction of certain taxes and the repeal of others. The
estimated reduction after the bill is in full operation, as compared
with estimated receipts, is shown below in tabular form:
Comparison of estimated receipts and expenditures for the fiscal year 1925 under
the bill as reported by the Finance Committee on the assumption that the changes.
in the miscellaneous internal revenue tame. will be effective on or before July
1, 1924

Receipts:
Customs -$495, 000, 000
Internal revenue taxesIndividual income taxNormal tax -$280, 000, 000
Surtax-315,000,000
Total--------595,
000, 000
----------Roth~~~
tax -927,000,000
Corporation
Total income tax 1, 522, 000, 000
Miscellaneous internal revenue taxes-756, 914, 000
Miscellaneous ordinary receipts -473,177,000
Total estimated ordinary receipts-_
3,247, 091, 000
Expenditures:
Estimated expenditures chargeable against ordinary receipts
(Budget estimate of Dec. 3, 1923, and not including additional expenditures authorized or to be authorized since
that date) -3, 298, 080, 444
Estimated deficit
-50, 989, 444

it is the opinion of the committee that this apparent deficit will be
wiped out by the increase in the revenue yield of the income taxes
because of the improvement of business conditions which will result
from placxg these taxes upon an economically sound basis.

Table: Estimated revenue under the provisions of the bil as reported by the Finance Com it e , calendar year 1924
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The following tables show in detail the estimated effect upon the
for th7e calendar year 1924 resulting from the principal
changes recommended by the committee:
revenue

Estimated

under the provisions of the bill as reported by the Finance Committee, calendar year 19S4

revenue

House bll

I

Source
Source
Income tax'
IndividualNormal...
Surtax ..
Earned income
Capital gain provision
Capital loss provision
Limit on certain deductions.s - .
Corporation tax

$261, 000,000
391, 000,000
I 90, 000, 0

-

Total income tax

..

Present law

I296, 000,000
341, O0, 000

$391, 000, 00

present law)

110,000,000

1,487, 000,000

979,000, 000
1, 54, 000, 000

875, 000,000
1,807,000,000
85,000,000
110,000,000
34, 000, 000
10,000,000
85,000,000
11,000,000
105,000,000
42,000,000
400, 00
13,000,000
30, 000
140,000
180,000
319,000
1, 800,000
22,'000, 000
8,000,000
2, 150,000
3, 600, 000

----------

-

-

-

-

-

-

-

-

-

-

I Loss

S R-48-1-vol 1

1

-

-

-

-

I

'104,000,000
261,000,000

85,000,000

10,000,000
33,000, 000
5,0-0,000
21,000,000

1,000
13,000,000
30,000
140,000
180,000
319,000
1,800,000
10, 000,0DO

4,000,000
700,000

52,350,000
1,600,000

1, 600,000
215,000 1
.1,050,000 .
' 0,000
150,000 I1,400,000
400, 000
110,000,000
1 000 000
342, 500, 000 I-.........

-

'Gain,

60,000,000
10,000,000

..............

-

Miscellaneous internal revenue:
Corporation stock tax-85, 000,000
-110...000,000--Estate tax
122,000,000
110, 000, 000
Gift tax . .2,000,000
Telegraph and telephone -----34,000, 000
Beverages, etc
.
Admissions and dues
5i2, 000, 000
52,000,000
Automobiles, etc.Trucks 6,300000
6,000,000
Other autos 105, 00, 000
105, 000, 000
21,000,000
Accessories, parts, etc -21,000, 000
Smokers' articles
399, 000
399, 000
Candy
----Knives, dtrks, daggers, etc Liveries, etc
.Hunting, shooting, and riding gar-|
ments ..
Yachts and motorboats (sale)
.
.
Carpets, rugs, etc
Jewelry, etc
8,000,000
12, 000, 000
Stamp taxesSale of produce on exchanges 4,000, 000
4,000,000
Drafts, promissory notes, etc
2,150,000
Playing cards-4,200, 000
4, 200, 000
Bonds, transfers, stock issues,
etc 52,350,000
52, 350, 000
Theaters, circuses, shows, etc.
Yachts (use) -215,000
215, 000
Billiard and pool tables, bowling
etc-alleys,
1,050,000
Automatic slot vending machines 150,000
200,000
Brokers, stock, produce, and merchandise-1,000,000
14, 000
Radio receiving sets, parts, etc.
10,000,000
Mahjong sets.
.-1,000, 000
Misce laenous taxes, not above enumerated 342, 500, 000
342, 500,000
Total miscellaneous internal
revenue.
806,614,000
759,064,000
Total internal revenue taxes
2,293,514,000 2, 305 04,000

$95,000,000
200,000,000

541,000,000

10,000,000

110,000,000

'25,000,000
'35,000,000
875,000,000

(commit~~~~~~~~~~~~Loss
tee bill from

Finance Cormittee

.

2,

-- . -.--

932,784, 000
739, 784, 000

173, 720,000
434, 720,000

Table: Estimated ef ect upon the revenue of the proposed changes in the individual income tax law, upon the base of returns for the second year after the law is in ful ef ect
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The followithg tible shows thb effect'of the reduction in the inddme
tax rates upon the different classes of income.
Estimated effect upon the revenue of the proposed changes in the individual income
tax lato, upon the bate of returns for the second year after the law is in full effect
_Ios In tax as eompare(d with estinatod tax tor 1923
Number
paying tax
in each
Farned In- Not
reducSurtax
bracket Normal tax
tion In tax
collected
(Loss)
(ILoss)
(Loss)
v

Income-tax brackets

Under $5t 000 - ,4,SS

,000 toi 0,0 -0-----....
. ... ...---r'000 tod ,oo) -.-.

$20,000 to

$100,000 to

0

,W

,.

3,944,200
70, 200

000
$3,
30,60,000

300,000
20, 000

4, 44) 000
1, t00000
21, 100,000
11,100,0OO
0A 00,000
7, 400,000
3)100,000
7 200,000
)3M
0000

91,000,000

101,800i000

.-,,---0--

..
$1)0,000-

000
$16(J000 to
I0000 tolto $200,000
?000 _
--

3,0 20

I
430
1,430
__. ... __ __,,.. .

000
to
to $1,000,000
Over $1,00,000 ------------------------------

.........

--

80
150
30

..........

$17,600,000

1, 300.000
f0,00 0
&...
4,00, 0
400,000

(00

$20,000,000
15,000, 00
10,000,000
6 00,000

$70, 000,000

3)000000

08, 000
400 000
16,4 0

0000
:I,000,000
1, 000,0O
1,,000,000

.000
8,a9,500000
; M0,000
8,00000
9,0M0000

60,000,000

263,400,000

2,000,000'
1,000000

16,

000

1,400,000
8, 1I

NOICNIAL AND SURTAX RATES

The normal tax on the first $4,000 of taxable income is placed at
3 per cent, and upon the remainder of the taxable income at 6 per
cent.
The surtax rates apply at $10,000. The initial rete is 1 per cent
on the first $2,000. It is increased by 1 per cent for each $2,000" of
net income up to $36,000; then by 1 per cent additional for the next
$4,000 of net income up to $40,000; and finally by 1 per cent additional for each $61000 of net income up to a total of 25 per cent at
$100,000 and over. The results are shown below in tabular form:

Table: Income tax payable upon certain net incomes under the provisions of the bil as reported by the Finance Com it e
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Income tax payable upon certain net incomes Under the provsion.w of the bill as
reported by the Finance Committee
lucerne earned not In excess of $6,o00

Pre,"nt
law
0 0$1,*000 .. ,........... .
$40. 00
$2,0000. .80. 00
$3,0 - $,00.0
120.00
-..
10. 00
..
$5, 00 ...
240. 00
.
ViM0
330. 00
$7,(X -.. ..
,000----420. 00
10. 0
---*
$1,000 . 00
$10,000 .-.-.--700. 00
$11,
.- $12,000---.- 80SOO. 00
$18,000
.00
-- $14,000 ----- 1,-020. 00
$16,000 ----*-1, 14o. o
$010000----1, 260. 0X
$17,000 .-----------1,390. 00
$18,000 - 1, 520.00
$19,000 --------..- - 1, 600.00
$20,000 - --------- 1,800. 00
-

Head of family

Single man

Net Income

-

--

--------------

--

-

1Proposed
--

Maximum earned income allowable

-

---

$22. 60
45. 00
(17. C0
00.00
160. 00
210. 00
270. 00
330. 00
390. OU
400. 00
h30. 00
0610. 00
90. oo
1o80. 00
870. 00
V70. 00
1,070. 00
1,180.00
1, 290. 00

Present
law
-----

--

Proposed

Single mrfn
P'rcsent
law
--

w

--a

$0-0---------$20.
80. 00
l-33.$21.2.57, 120.
60.0
00
10. 00
M6. 25
1EI). 00
97. 60
240. 00
10o0 w
157. 60
330. 0)0
260,00
.

lenad of family
Present
law

Pro-

posed
---------

..

.

.

.

.

$22. 60
45.0 o0 $20.00
f7. 60
fi0.00
00. 00
100. 00
160.00
00
135$.
180. 00
250. 00
225.,00
.340.00
270. 00
430. 00
315. 00
620. 00
620. 0W
378. 04
720. 00
443.33
6li0. 92 830. 00
691. 43
940. 00
675. 00 1, 060. 00
00
1180.
769. 38.
852.01 1, 310.00

340. 00
217. 60
420. 00:
610. 00
430. 00
277. 0o
620.00
337. i0
G00. 00
020. 00
407. 60
700. 00
720.00
800. 00
477. 60
830. 00
657.60 91:0. 00:
940. 00
637. 6,0 1 ,02. 00
727. 0o
140. 00
1, 0o0. 00
1 180.00
817. 60 1, 260. 00
1,310. 00
017. 50 1, 300. 00
047.2:3 l 4410.00
1,440. 00 1, 017.60 1,6i20. 00
1,680. 1)0 1, 127.6'0 1,600.00 1,060.79 1,580.00
1, 720. 00 1, 237. 60 1,800. 00 1,155. 00 1, 720. 00

Pro-

iposed
.

.

.

.

.,

$11. 25
:33. 76
A#;. 25
00. 00
13.,. 00
180.00
225. 00
270. 00
332. 27
395.83
468. 46
M2. 14
62.5. 00
708. 75

801. 77

89'5.566

P9918.69
1, 102.60

Exeiptionis from normal tax:
$1,000 for single persons.
- $2,600 for bends of faniles with net Income of los3 than $5,000.
$2,000 for heads of families with Incomo In excess of $5,000.
$400 for each dependent child under 18 years of age and for other dependents physically or mentally
deficient.
Normal tas
3 per cent on first $4,000 taxable.
6 per emnt on balance.
Surtix: I per cent on amount in excess of $10,000 and not In excess of $12,000, increasing 1 per cent for each
$2,000 until $36,000 net Income is reached, with a maximum rate of 25 per cent on amount in excess of
$100,000 net Incotne.
Eirned income: A credit of 26 per cent of the total tax on account of earned Income. AUl net income less
than $5,000 Is deermed to be earned and all in exce* of $10,000 to be rmno irned.

This revision of the schedule of rates wvill give material relief to all
income taxpayers and, because of the reduction in the normal tax
rates, more particularly to the great majority of taxpayers whose
incomes fall in the lower brackets. The reduction and revision
of the surtax rates are designed to fix the rates at a point where they
can be effectively applied, that is, at the point of maximum productivity and at the same time to remove or lessen pressure wfich
exists unAer the present surtax rates against'the investment of capital
in productive enterprise. Such a revision and reductir of the
surtax rates have been recommended by the last three See? etaries of
the Treasury.
In 1919, in his annual report, Secretary Glass in his tax recommendations made the following statement:
The upmost brackets of the surtax have already passed the point of productivity, and the only consequence of any further increase would be to drive posseseiors of these great incomes more andf more to place their wealth in the billions
of dollars of wholly exempt securities heretofore issued and still being issued by
States and municipalities, as well as those heretofore issued by the United States.
This process not only destroys a source of revenue to the Federal Government,
but tends to withdraw the capital of very rich men from the development of
new enterprises and place it at the disposal of State and municipal governments
upon terms so easy to them (the cost of exemptions from taxation falling more
heavily upon the Federal Government) as to stimulate wasteful and nonproductive expenditure by State and municipal governments.
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Again, at the end of 1920, Secretary Houston called attention to
the adverse effects of the higher income surtaxes. His annual report
contained the following:
Since the adoption of the heavy war surtaxes in .the revenue act of 1917 the
Treasury has repeatedly called attention to the fact that these surtaxes are
excessive; that they have passed the point of maximum productivity and are
rapidly driving the wealthier taxpayers to transfer their investments into the
thousands of millions of tax-free securities which compete so disastrously with
thie industrial and railroad securities upon the ready purchase of which the development of industry and the expansion of foreign trade intimately depend,
It seems idle to speculate in the abstract as to whether or not a progressive
income-tax schedule rising to rates in excess of 70 per cent is justifiable. We are
confronted with a condition, not a theory. The fact is that such rates can not
be successfully collected.

In his letter to Mr. Green of November 10, 1923, Secretary Mellon

sald:

The present system is a failure. It was an emergency measure, adopted under
the pressfire of war necessity and not to be coulnted upon as a permanent part
of oulr revenue structure. For a short period the surtaxes yielded much revenue,
but their productivity has been constantly shrinking and the Treasury's experience shows that the high rates now in effect are progressively becoming less
productive of revenue. The high rates put pressure on taxpayers to reduce
their taxable income, tend to destroy individual initiative and enterprise, and
seriously impede the development of productive business.
Taxpayers subject to the higher rates can not afford, for example, to invest
in American railroads or industries or embark upon new enterprises in the face
of taxes that will take 50 per cent or more of any return that may be realized.
These taxpayers are withdrawing their capital from productive business and
investing it instead in tax-exempt securities and adopting other lawful methods of
avoiding the realization of taxable income. The result is to stop business transactions that wouldinormally go through and to discourage men of wealth from
taking the risks which are incidental to the development of new business. Ways
will always be found to avoid taxes so destructive in their nature, and the only
way to save the situation is to put the taxes on a reasonable basis that will permit business to go on and industry to develop. This, I believe, the readjustnment herein recommended will accomplish, and it will not only produce larger
revenues, but at the same time establish itAlustrv and trade on a healthier basis
throughout the country. The alternative is a gradual breakdown in the system
and a perversion of industry that stifles our progress as a nation.
ESTATE TAX

The House bill increases the estate tax rates from a maximum of
25 per cent contained in the present law to a maximum of 40 per
cent. The committee recommends that the rates contained in the
House bill-be changed to accord with the ratcs contained in the
existing law. Oin March 12 the Secretary of the Treasury made the
following statement to the Finance Commit i:ee with reference to
the proposed increase in the estate tax rates:
Inheritance taxes are properly sources of revenue for the States. They are
fin a State budget; they arc a comparativelv small element
in the Federal Budget. To deprive the States of this source of revenue-properly their .own-is to compel the States to increase taxes and to resort to their
principal source of income, which is levies on land. The far-reaching economic
effect of high inheritance taxes is not properly understood. These taxes are a
levy uponi capital. There is no requirement in our law, as there is in the English
law, that the proceeds from estate taxes shall go into capital improvements of
the Government. In other words, capital is being destroyed for current operating expenses and the cumulative effect of such destruction can not help but be
harmful to the country. Again, estates have to be liquidated to the; extent
necessary to provide for taxes, and the forced sale of property and securities
a material element
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tends to bring down not only the value: of such property and securities but
values everywhere. The ultimate effect of t8is Is to bring down the very values
upon which the tax Is levied and ultimately to destroy the productivity of the
tax, both to the State and to the Federal Government.

In accord with the recommendation as to the reduction of the
estate tax rates, the committee recommends the elimination of the
provision of the House bill which allows the crediting against the
Federal estate tax, up to 25 per cent of the amount thereo, of State
inheritance taxes.
In addition the committee recommends the omission of the gift
tax contained in the House bill, since this tax would be a further
levy upon capital, would be entirely ineffective, and would be unpossible of effective administration.
CORPORATION TAX

The committee recommends that the income tax on corporations
be increased from the 12A per cent rate contained in the louse bill
to 14 per cent and that the capital-stock tax le repealed. This will
add only slightly, if at all, to the tax burden on corporations, will
apportion that burden more equitably among the different corporations, will relieve corporations from the necessity of preparing two
returns upon entirely different bases, and will greatly simplify the
work of the Treasury D)epartment in auditing returns.
CHANGES DESIGNED TO PREVENT THE AVOIDANCE OF THE INCOME TAX

The committee approves certain amendments to the income tax
law contained in the House bill to stop the methods of avoidance
which are now being commonly availed of by taxpayers.
(1) The provisions of the reorganization section of the present law
have been rewritten to prevent the use of the section to escape
proper taxation by increasing the basis for depreciation or depletion
or by increasing the basis for determining gain or loss from the sale
of assets transferred in connection with a reorganization or by distributing as capital gains what are in effect dividends out of earnings.
(2) Where the grantor of a trust retains the power of revocation
the income of the trust is to be taxed to him.
(3) The penalty imposed by section 220 upon corporations availed
of to avoid the imposition of surtaxes on the stockholders is now
based upon all the income of the corporation which would be taxed
in the hands of an individual, and the presumption is created that
any investment company is availed of for the purpose of avoiding
the imposition of surtaxes on stockholders. In addition tile penalty
is increased from 25 per cent to 50 per cent.
These and the many other changes intended to strengthen the law
are described in detail below.
EARNED INCOME

The House bill proposes a reduction of 25 per cent in the tax on
earned income not in excess of $20,000. The committee recommends that the amount of earned income entitled to relief be reduced
from $20,000 to $10,000. 'rhe fairness of taxing more lightly moder-
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ate ineonii received -as cofl1n)eisiatiofn for personal services rendered
IlivS(1tflOtlt hlas tollg lbeeti t'Wotpltdizo.f(l
andseems
to be gner ally adnmit te(d withoult regrar(f to politfie (div`isionis. 80ch
I :otitan
ad fmain years in thjo infcolnlo tax laws
A (listifctioftlinS 1)001
I(to
of 0reat Britain. The Soundness of s.ueh n distinction is shown by
testing it un11der the pi~inciple of ability to pfny, which is th( principle
underlying the entire Systoin of J)r(gressive ineoniom tixatioWn in effect
it, this country. r1'110 tatx payer wh1.o receives salaries, wflges and other
edriied itneOi1o nmust; each year 8ff VO nn(l Set aside a portion of his
incoime in order to protect. hin in ease of sickness alnl in his Old fge,
and in tOrder to Provido for his family upon his (leath. On the other
hand, the person whose incomio is derivetd from investments already
has his capital And Is relieve of tile necessity of saving to establishi
it. 11i malfty speld 0"eah ytear his entire income, and at tile same
time havesu\thflieictnt clipital to l)'Oteodt him in his ol(d age aind to provide
for his familyuipt)on. his doath. Ini tile slU,9 ease0
the person whose in(l
conie is derv'ved from inve'Stmnts is able to pay n greater tax thall
the one whose income is tile result of personal effort.
thanlihicn~lo ftrotu

BOARD OF TAX APPVALS

The hill provides for thle establislhnment of a. Board of Tax Appels
to \whlich a taxpayer may appeal prior to the payneint of an aldltlonal
assesent(.nt of income, excess-profits, war-profits, or estate taxes.
Although uider the existing lla'.8 a taxpayer may, after payment of
his tax, bring suit for the recovery thereof and(l thusi secure a jldlicial
det ermination on the questions involved, ho caI noyt,in view of section 3224 of the Revised4 Statutes whic prohibits suits to enjoin the
collection of taxes, secure such a determination prior to the payment
of the tax. The right of appeal after paymenlt of' the tax is an incomplete remnedy, and does little to remove the hadliship occasioned
by an incorrect asSessnent. The payment of a large additional tax
on income received several years previous and which may have, since
its reTeipt, beenl either wipeA out. by subsequent losses, invested ih nonlOliquid assets. or spent, sometimes forces taxpayers into bankruptcy,
and sacrifice. These results
and often causes reat tinancial haralship
are not remendid
ernllitting tho taxpayer to sue for the recovery
of the tax after this payment. He is entitled to an appeal and to a
determination of his I inbility for the tax prior to its payment.
Under the existing law a taxpayer prior to the pa meant of his tax
may app*al to the commisioner, who has established the Committee,
on Appa-tls and Review, to determine these appeals for him. The
objections that have been raised to this procedure are four: (1) The
appeal is from the action of the Bureau of Internal Revenue but is
taken to a committee in and a part of the bureau. It is urged that
such an appeal does not involve a review by an impartial outside
body, suceIh as the, tx)apyer is entitled to prior to p)aylnetlt of the
tax. (2) Iln the hearing on the appeal the person who is to decidee
the appeal acts- both a's advocate and judge, since he must both
protPct the interests of the. Government. and (decide the questions
involved. Such conditions do not insure an impartial determination
Of the Case. (3) If the decision on the appeal is in favor of the Government, the taxpayer has the right to test the correctness of the
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decision in the courts, but if the (iccision is in favor of the taxpayer,
the action if the bureau is final and the correctness of the decision
can never be tested in the courts. It is contendedl that, this condition
results in the decision of most doubtful points in favor of the Government. (4) The taxpayer is usually forced to come to Washingtton
for the hearing on his appeal, an expensive and burdensome proce(ltire.
Under the provisions of the proposed bill creating a Board of Tax:
Appeals the taxpayer may, prior to the payment of the additional
assessment of income, war-profits, excess-profits, or estate taxes,
appeal to the Board of Tax Appeals and sedure an impartial and disintcrested determination of thle issues involved. In the consideration of the appeal both the Govoenment and the taxpayer will appear
before the board to present their cases, with the result that each
member of the board will sit solely as judge and not as both judge
and advocate. nTe provision allowing the commissioner to sue In
court for the recovery of any taxes thought by him to be due in excess
of that decided by the board to be due relieves the board from the
responsibility of finally passing upon questions involving 1la ro
amounts and removes the necessity for a decision in favor of tile
Government in order to force the issues into court, , The divisions
of the board will sit locally throughout the United States to enable
taxpayers to argue their cases with as little inconvenience and
expense as is practicable. This proposal meets all the objections
that have been raised as to the existing system and at the same time
provides for a flexible and informal procedure which will pern-it the
board to determine expeditiously the cases brought before it on
appeal.
MISCELLANEOUS TAX CHANGES

The House bill makes the following changes in the existing law
with reference to the miscellaneous internal revenue taxes.
(1) It repeals the tax imposed by Title V of the revenue act of 1921
upon telegraph and telephone messages.
(2) It repeals the tax levied by sections 602 and 603 of the revenue
act of 1921 upon cereal beverages and other soft drinks and carbonic
acid gas;
(3) It changes the admission tax imposed by Title VIII of the
revenue act of 1921 so as to apply only to admissions in excess of 50
cents.
(4) It changes the tax upon automobile trucks so as not to apply
to trucks the chassis of which is sold for $1,000 or less.
(5) It reduces from 5 per cent to 2& per cent the tax upon automobile accessories and parts.
(6) It repeals the tax levied by section 900 of the revenue act of
1921 upon the sale of candy, hunting garments and liveries, hunting
knives and similar articles, and yachts.
(7) It repeals the tax imposed by section 904 of the revenue act
of 1921 upon the sale of certain carpets and rugs, trunks, valises,
purses, portable Vihting fixtures, fans, and similar articles.
(8) It excludes from the tax upon the sale of jewelry any articles
sold for an amount not in excess of $40 and watches sold for an amount
not in excess of $60.
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(9) It repeals the occupational taxes imposed by paragraphs (5)
(6), and (7) of section 1001 of the revenue act of 1921 upon the
proprietors of theaters, circuses, and other public exhibitions.
(10) It reduces the tax upon the sales of produce from 2 cents
for each $100 to 1 cent.
(11) It repeals -the stamp tax upon drafts or checks payable
otherwise than at sight or on demand and upon promissory notes.
(12) It increases from 8 cents a pack to 10 cents a pack the tax
upon playing cards.
(13) It reduces from $10 to $5 the tax upon proprietors of bowling
alleys and billiard rooms.
'The committee recommends the following changes in the provisions
of the House bill with reference to miscellaneous taxes:
(1) It is recommended that the tax imposed by the present law
upon telegraph and telephone messages be restored.
(2) It is recommended that the tax upon automobile trucks be
further changed so as not to apply to truck bodies sold for an amount
not in excess of $200.
(3) It is recommended that the jewelry tax apply to all articles
sold for an amount in excess of $25 rather than only to articles sold
for an amount in excess of $40.
(4) It is recommended that the tax imposed by the present law
on drafts or checks payable otherwise than at sight or on demand
and upon promissory notes be restored.
(5) It is recommended that there be excluded from the brokers'
tax persons whose business it is to negotiate purchases or sales of
produce or merchandise.
(6) It is recommended that the tax of $10 imposed by the present
law upon proprietors of bowling alleys and billiard rooms be restored.
(7) It is also recommended that a tax of 10 per cent be imposed
upon radio sets and parts thereof and malh jong sets.
INCOME TAX AMENDMENTS

Section 2: The definitions contained in this section have been revised to show clearly in which cases the definitions are all-inclusive.
Section 200: (1) In subdivision (a) of this section the term " taxable year is defined to include a period, of less than a year when a
return is made for such period. Under the existing law the use of
the term " taxable year " in the " net loss " section and other sections
has been construed not to cover the case of a return made by a taxpayer for a fractional part of a year, with the result that the bellefits of such sections are denied to taxpayers who are required by
law to make a return for a fractional part of a year.
(2) In subdivision (d) of this section authority is granted to the
commissioner to allow or require deductions and credits to be taken
as of a year other than that in which " paid " or " accrued" when
it is necessary in order to clearly reflect the income. The revenue
act of 1921, in sections 214 (a) (0) and 234 (a) (4), authorizes the
commissioner to allow the deduction-of losses in a year other than
that in which sustained when, in his opinion, it is necessary to
clearly reflect the income. The bill extends that theory to all deductions and credits. The necessity for such a provision arises in
cases in which a taxpayer pays in one year interest or rental pay-
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ments or other items for a period of years. If lie is forced to
deduct the amount in the Year in which paid, it may result in a distortion of his income which will cause hlim to pay either ixore or
less taxes than he properly should.
Section 201: Subdivision (a) of the bill is substantially the same as
section 201 (a) of the existing law. The portion of the existing law
dealing with personal serllice corporations is provided for in the bill
in subdivision (e) of this section.
Section 201 (b) : (1) T.he first sentence of section 201 (b) of the
existing law provides that any distribution made by a corporation
shall be deemed to be, made out of earnings and profits td the extent
of the earnings and profits accumulated after February 28, 1913. It
contains no similar Presumnption as to the source of a distribution
made after all such earnings and profits have been distributed. Since
distributions out of earnings and profits accumulated prior to March
1, 1913, and distributions out of capital are in some instances treated
differently, it is material to know the source of a given distribution,
even though all earnings and profits accumulated since February 28,
1913, have been distributed. Consequently, in section 201 (b) of the
bill the presumption that every distribution is out of earnings and
profits applies to all earnings and profits, whether accumulated prior
or subsequent to March 1, 1913.
(2) In subdivision (b) of the existing law, it is provided that taxfree distributions out of earnings and profits accumulated prior to
March I, 1913, shall be al)pied against and reduce the basis of the
stock only for the purpose of determining a loss from the subsequent
sale of the stock; such it distribution is not applied against the basis
of the stock for determining the gain from its sale. The bill in section 201 (b) provides that a distribution out of earnings and profits
accumulated prior to MTarch 1, 1913, shIall be applied against the basis
of the stock for the purposes of deteirnining both gain and loss from
its subsequent sale.
The theory which causes the allowance of the receipt of the dividend free of tax is that this distribution, being out of earnings
accumulated prior to March. 1, 1913, constitutes a return of capital
to the stockholder. If it is treated as a return of capital for purposes
of taxation, it should manifestly be considered a return of capital
for purposes of determining his capital investment in the. stock, and
the resulting gain or loss from its subsequent sale. If he has had
part of his capital returned to him, obviously he can not have that,
part so returned still invested in the stock. Unless the taX-free distribution is applied in reduction of the basis, the result is that the
taxpayer is allowed a return of capital twice because of the same
item of capital.
Section 201 (c): (1) The existing law has no provision similar to
subdivision (c) of the bill, but the 'reasury has construed the existing law as taxing liquidating dividends, not as capital gains, bult as'
dividends subject to the surtax rates. The bill treats a liquidating
dividend as a sale of the stock, with the result that the gain to the
taxpayer is treated not as a dividend subject only to the surtax but
as a gain from the sale of property which may be treated as a capital
gain. The treatment of liquidating dividends under the bill is substantially the same as provided for in the revenue act of 1918. A
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liquidating dividend is, in effect, a sale. by the stockholderi of his stock

to the corporation; he surrenders his interest ill the corporation and
receives money in place thereof. Trlittinlg suehl a transaction as a
sale and within the capital gain provisions is consistent with the
entire theory of the act and, furthertnote, is the only method of treat-

ing suchidistributions which can be easily administered.
The theory of liquidating dividends is extended to distributions in
partial liquidation. If a corporation retires a portion of its capital
stock, thle trallsaction is treated, from the point of view of the, stockholder, as a sale of his stock. If the corl)oration distributes all
amount in partial retirement of its capital stock, the amount thereof
is to be considered as a retutirn of capital, and taxable only if, as, and
to the extent thtat it exceeds thle basis of the stock.
The House bill also treated sllch dividends as at sale of the stock
for the purpose of determining the amount of the gtin, but proVided
that the amount of such gain should be. taxed (I) as a dividend to
the extent that it does not exceed thle taxlplayelr's ratable share of
the undistributed earnings of the. corporation accumnulated since
February 28, 1913; (2) as a grain from tile exclhinge of property to
the extent that it exceeds such ratable share. It is recommended
that this provision of the Hotuse bill be stricken out.
(2) It is provided in the last sentence of section 201 (c) of the
bill that amounts distributed in partial liquidation of a corporation
shall not,beto the extent thAt they are properly
chir(Yeahle to capital
account, treated as distributions of earnings ane profits for thle
purpose of determining the taxability of subsequent distributions by
the corporation. No similar provision is contained in the ex-isting
law, although thle provisions of thle bill represent what is probably
the correct construction of thle existing law and unquestionably what
is in accord with business practice.
Section 201 (d): Subdivision (d) of the bill corresponds to subdivision (c) of section 201 of thle existing Jaw. This subdivision
provides that amounts distributed by a corporation which do not
constitute distributions of earnings or profits or increase in value
of property accrued prior to Afarch 1, 1913 (such as distributions
out of unrealized appreciation in value of property or out of depreciation or depletion reserves), constitute a return of capital to the
stockholder and are taxable to him only if, as, and to the extent
that they exceed the basis of his stock. It is specifically provided
-that the amount by which such distribution exceeds that basis of' the
stock constitutes taxable income, which provision accords with the
Treasury Department's interpretation of the present law.
A provision has been added to this subdivision as contained in
the Holse bill providing that there shall be included within the
provisions of the -subdivi'sion amounts distributed by corpor-Utions
out of depletion reserves based upon the discovery value of mines.
As contained in the House bill the provision included distribute tions
made out of depletion and depreciation reserves based upon the cost
of the property depreciated or depleted, and it is thought desirable
to extend this provision to distributions out of the depletion reserve
based upon the discovery value of mines.
S~tion 201 (e): Subidivision (e) of the bill provides, as does
the present law in action 201 (a), for the exemption of dividends
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paid by a personal service corporation out of its earnings and profits
which Undr the
pIrovisions of the revenue act of 1918 and the reveof
1921
have already been taxed to the stockholders even
nue act
though not distributed.
Section 201 (f) : The bill changes the existing law by providing
for the cas in which a corporation first redeems a portion of its
stock and then declares a stock dividend as wvell as the case in which
the corporation first declares the stock dividend and then redeems
a portion of its stock4
actionn 201 (g): The definition contained in the House bill of
amounts distributed in partial li(llidation has been rewritten for
purposes of clarity.
Subdivision (e) of the present law is omitted in the bill, but is
covered by a general provision in section 213 (a).
Subdivision (f) of section 201 of the present Iltiw applied only to
the coniputation of invested capital for purposes of the excess-profits
tax and was omitted because obsolete.
Section 202: There is no provision of the existing law which corresponds to this section of the bill. The purpose in emnbodying in the
law this section is to show clearly the Method of determining the
amount of gain or loss from the stale or other disposition of property.
(1) Subdivision (a) of this section sets'forth the general rule that
the amount of the gain or loss from the sale or other disposition of
property is the difference between the cost or other basis of the propsold and the amount received for the property upon the sale.
erty
This merely embodies in the law the present consh-trction by the departmnent and the courts of the existing law.
(2) There is no provision in the existing law which corresponds
to subdivision (b). It provides that in comiputinlg gain or loss from
the sale or other disposition of property the cost or other basis of
the property shall be increased by the cost of capital inm)provements
and betterients made to the property since acquisition and (lecreased
by the depreciation and similar deductions previously allowed with
respect to this property. To remove a possible ambiguity in the
House bill, the deductions are limited to those " previously allowed,"
rather than those " properly chargeable."
(3) Subdivision (c) does not correspond to any provision of the
existing law but embodies in the law what is and has always been
the construction of the law adopted by the department and by the
courts; that is, that where income is realized in the form of property the measure of the income is the fair market value of the
property at the date of its receipt.
(4) Subdivision (d) - is merely informatory, stating that the
amount of the gain determined under its provisions shall be recognized as provided in section 203, which states those cases in which
no gain or loss fromt a sale or exchange is recognized and those cases
in which a limitation is placed upon the gain or loss to be recognized from the sale or exchange.
(5) Subdivision (e) of the bill is the same as section 202 (f) of
the existing law.
Section 203: The existing law provides, in section 202 (c), that
no gain or loss is recognized front an exchange of property unless
the property received in exchange has a readily realizable market
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value. Great difficulty has been experienced in administering thii.s
provision. The question whether, in a given case, the property
received in exchange has a readily realizable market value is a most
difficult one, and the rulings oln this question in given cases have been
far .from satisfactory. Furthermore, the construction -placed upon
the term by the department has restricted it to such an extent that
the limitation contained therein has been applied in comparatively
few cases. The provision can not be applied with accuracy or with
consistency. It appeals best to provide generally that gain or loss
is recognized from all exchanges and then except specifically and in
definite terms those cases bf exchanges in which it is not desired to
tax the gain or allow the loss. This results in definiteness and -accuracy and enables a taxpayer to determine prior to the consumilnation of a given transaction the tax liability that will result therefrom.
Section 203 (b) : (1) Paragraph (1) of subdivision (b) of the bill
correspon(ls to section 202 (c) (1) of the existing law as amiiended
by the act of Malrch 4, 1923. The existing law provides that no
gain or loss is recognized if property held for investment or for
productive use in trade or business is exchanged for property of
a "like kind or use." The contention was made that this provision divided all property into two classes: Property held for investment and property lield for productive use in trade or business; and, consequently, that if any property held for-investment
was exchanged for other investment property, or if any property
held for productive use was exchanged for othei- property to be
held for productive use, the exchange was for property of a " like
kind or use," and the gain was exempt from tax. In the bill the
language is changed to provide that the property held for investmient or for productive lise must be exchanged for a like kind of
property. If the property received is of a like kind, it is immaterial
whether it is to be held for investment or for productive use. The
intention of the party at the time of the exchange is difficult to
determine, is subject to change by him, and does not represent a
fair basis: of determining tax liability. Consequently it is provided
in the bill that no gain or loss is realized if the property received
is of a like kind, to be held either for investment or for productive
use. In the bill as reported, a provision, not contained in the House
bill, has been added whereby if common stock isMexchanged solely for
common stock or preferred stock for preferred stock in the same
corporation, no gain or loss shall be recognized.
(2) Paragrapll (2), together with section 203 (h) (1), with the
of minor changes in phraseology, is the same as section
exception
202 (c) (2) of the existing law.
(3) Paragraplh (3) provides that no gain or loss is recognized if
a corporation a party to a reorganization exchanges property for
stock or securities in another corporation a party to the reorganization. There is no corresponding provision of the existing law, although this paragraph embodies the construction placed by the
Treasury Department upon the existing law. The present ruling
of the Treasury Department on this question is of doubtful legality
and a statutory provision is most necessary.
Congress has heretofore adopted the policy of exempting from
tax the gain from exchanges made in connection with a reorganiza-
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tion, in order that ordinary business transactions will not be prevented on account of the provisions of the tax lat. If it is necessary for this reason to exempt from tax the gain realized by the
stockholders, it is even more necessary to exempt from tax the gain
realized by the corporation.
(4) Paragraph (4), together with the definition contained in sub(livision (i), corresponds to section 202 (c) (3) of the existing
law with certain minor changes.
(5) Paragraph (5) corresponds to sections 214 (a) (12) and 234
(a) (14) 'of the existing law. The existing law exempts from tax
the proceeds from an involuntary conversion of property, but fails
to grant an exemption if the property is replaced in kind by an insurance company or similar person. The bill exempts the gain from
an involuntary conversion, whether the.replacement is made by the
taxpayer or by the insurance company.
Under the existing law if only a portion of the proceeds from an
involuntary conversion is used in the replacement, then only a corresponding part of the gain or loss is not recognized. In the bill the
gain from the transaction is recognized, but in an amount not to exceed the unexpended portion of the pI'oc cds. This rule is the-same
ats the one set forth in subdivision (d) (1) of this section in the case
of exchanges of property in connection with which there is " boot"
transferredl.
Section 203 (c): There is no provision of the existing law which
corresponds to subdivision (c). Under the existing law, if corporation A organizes a subsidiary, corporation B, to which it trallsfrs
part of its assets in exchange for all the stock of corporation B, and
then distributes the stock of corporation B as a dividend to its stockholders without the surrender by the stockholders of any of their
stock, such a dividend is a taxable one. If, however, corporation
A organizes two new corporations, corporations B and C, and
transfers part of its assets to corporation B and part to corporation
C, and the stockholders of corporation A surrender their stock and
receive in exchange therefor stock of corporations B and 0, no gain
from the transaction is recognized., Thus, under the existing law
the same result, except as to tax liability, may be obtained by either
of two methods; but if the first method set out above is adopted the
gain is taxable, while if the second method set out above is adopted
there is no taxable gain.
Subdivision (c) of the hill permits the reorganization to be accomplished in the first manner set out above without the recognition
of gain. The first method set out above represents a common type
of reorganization and clearly should be included within the reorganization provisions of the statute.
Section 203 (d): (1) Paragraph (1) of subdivision (d) corresponds to section 202 (e) of the existing law as amended by the act of
March 4 1923, and provides that where " boot" is given in connection with an exchange which would otherwise be tax free the gain
from the exchange shall be recognized, but in an amount not- in excess of the amount of the money or other " boot."
(2) There is no provision of the existing law which corresponds
to paragraph (2) of subdivision (d). This paragraph provides that
any amount distributed by a corporation in connection with a reorgan-
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ization which has the effect of a taxable dividend shall be taxed

as

a

dividend.
The necessity for this provision may best be shown by an
Corporation A has capital stock of $100,000 and earnings examples
ptoilta
accumulated since March 1, 1913, of $50r00n.
If it distributes
$50,000 as a dividend to its stockholders, the amount distributed will
be taxed at the full surtax rates.
On the other hand, corporation A may organize corporation B, to
Which it transfers all its assets; tho consideration for the transfer
being the issuance by of all its stock and $50 000 in cash to the
stockholders
of corporation A in exchange for their stock in corporation A.
Undev the
existing l]ar, thel$50,000 distributed with the
stock of corporation 13
be taxed, not as a dividend, but as a
capital
subject only to the 12j per cent rate. The effect of
such a. dTistriblution isobVioiwly
same as if the corporation had
declaredd out as a dividend its$0,()00 earnings andprofits. If dividends are to be subject to the full surtax rates, then an amount
so distributed
should also be subject to the surtax rates and not to
the 12,j per cent rate onlcapital gain.
Section 203 (e): There is no provision of the existing la.w which
corresponds to subdivision (e) of the bill, nor has the Treasury Deby that subplartmeent
ever ruled officially onthe type of case
division. The subdivision p'rovi-desthat if a corporation inconnection with a reorganization transfers its assets to another corporation,
a.party to the reorgalliZation, for stock and securities of the same
corporation
and cash, then no gain or loss to the transferor is recognized, if it distributes the cash to its stockholders
But if theselling
corporation fails to distribute the cash to its stockholders then the
gain or loss is to be recognized. In other words, if the corporation
which sells its assets in connection with the reorganization acts
merely as a conduit
in passing the proceeds of the saleon to its stockholders, nogain tothe corporation is to be recognized, but if itreTains the entire amount of proceeds with the result that the transaction is in substance a realsatle, then the gain shall be recognized
Section 203 (f): There is no provision in the existing law which
corresponds to subdivision (f), and there is noruling by the Treasury Department on a casesuch as is covered by this subdivision.
This subdivision provides that in the case in which boot is received in connection with a transaction from which there would
otherwise be no deductible loss, no loss is to be recognized. In
ease
the exchange results in a gain, the situation is covered in subdivision
(d) (]) by a provision that the gain shall be recognized inall
amount not in exess
of the " boot." This limitation, however, is
not laogical one, if applied tothie case of' an exchangeresulting in
a loss. subdivision (b) of this section provides that no loss
slall
be recogn ized if the entire consideration for the exchange is a certain
some provision is made for cases in which
provisions
of bdivision (b)
consideration ismnony, the
entire
amount
of
the
loss
recognized if a
and
the
small
addition
and
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Section 208 (g): There is no provision of the existing law which
corresponds to subdivision (g). This subdivision provides that a
distribution by or oh behalf of a corporation, in connection with a
reorganizationi of stock or securities in another corporation a party
to the reorganization shall not be~considered a distribution of earnhiTgs and profits foi the purpose of determining the taxability of
subsequent distributions by the corporation.
It should be noted that this subdivision covers the case in which
A distributes the stock of B as it dividend, the case in which A
distributes the stock of B in retirement of a portion of its (A's)
and the ease in which B issues its stock direct to A's stockstock)
holders.
Section 208 (h): (1) Subdivision (h) (1) contains a definition
of reorganization which corresponds to the definition contained in
section 202 (c) (2) of the existing law. The only change in the
definition is to include within its terms the case of a transfer by
a corporation of all or a part of its assets to another corporation
if immediately after the tranlsfer the transferor or its stockholders,
or both, are in control of the corporation to which the assets are
transferred. This is a common type of reorganization, and clearly
should be included within the reorganization provisions of the
statute.
(2) There is no provision of the existing law which corresponds
to subdivision (h) (2) of the bill. This definition is inserted to
remove any doubt as to whether a corporation, all of the stock of
which is acquired in connection with the reorganization, is a party
to the reorganization.
Section 204: (1) Paragraphs (1), (2), (4), and (5) of subdivision (a) acre the same, with the exception of a few changes
in phraseology, as paragraphs (1), (2), and (3) of subdivision a)
of section 20 of the existing law.
There is no provision in the existing law which corresponds to
phragiaph (3) of subdivision (a). According to this paragraph,
the basis for determining gain or loss from the sale or other disposition of property ncquired after December 31, 1920, by a voluntary transfer- in trust, is the same as it 'would be in the hands of
the grantor, following the principle laid down in paragraph (2)
as to gs. If the transfer in trust resulted in the recognition of
a tAxabd gain or a deductible loss to the grantor, then this basis
will be increased or decreased accordingly.
(2) Paragraph (6) corresponds to section 202 (d) (1) of the existing law. The general theory of this paragraph is that where no gain
or, o is recogni e~d as resulting from an exchange, the new property received all for pur-poses of determining gainor loss from a
subsequent sale, and for depreciation and depletion, be considered as
taking the place of the old property given up in connection with the
exchange. The provisions of section 203 of the bill that no gain or
loss is recognized from certain ex-changes do not grant an exemption
and are not so intended. These provisions are based upon the theory
that the types of exchanges specified in section 203 are merely changes
in form and not in substance, and consequently should not be considered as effecting a realization of income at the time of the exchange. In other words, these provisions result not in an exemption
INT"RNAL REVENUE BILL OF 1924
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from tax but in a postponemllent of tax until the gain is realized by a
pure sale or' bly such an exchange as amounts to a pure sale. It follows, therefore, that in the case of such an exchange, the property received should be considered ais taking thle place of the property exchanged. If in connection with thle exchange money is received
whichI is not taxed, obviously t.he basis of th.old property shwould be
reduced to that extent since thle t'axpayel has in part received a return of capital. Butl if. money is eceived in connection with -the excllange n( the
money is taxed, it, is equally obvious that the basis
of the old property should not be affected.
The changes in thle verbiage of this and the two succeeding paragraphs are designed to clarlify thle provisions of thle Ioiise bill iihd
to show clea.1rly that tle types of transactions described in paragraphs (7) and (8), even though the particular transaction because
of the. date of its occurrence or for soine other reason may not be
within the provisions of such paragran)h, are not Within the provisions of parflglaplh (6) and are not subject to rules laid down
therein.
(3) There is no provision of the existing ]law which corresponds
to paragni'pl (7) of the bill. This paragraph provides that where
in connection with a. reorganization assets are transferred from one
corporation to another the assets so transferred slhall retain the same
basis in the hands of tle, new corporation as they had in the hands
of the old corporation. The apllpcation of this 1;aragrplthp is limited
to the cases in which ain interest or control in the assets so transferred of 80 per cent or more remains in the saime persons. The
allnd the Succeeding paragraph is t6 cleck evasions.
purpose of this110
(4)
is
provision of tle existing law whrric corresponds
There
to
1

paragraph (8) of the bill. The theory underlying this paragri ph
isthe saime as that underlying the preceding paragraph and it pro-

vides that wherea taxpayer transfers assets to a corporation in exchange for stock of the corporation in such a mannerthiat no gain or
loss is recognized to the taxpayer, the basis of the assets in the hands
of the corporations shall be the same as it would have been in the
hands of the transferor.
Under the existing1hw, if A owns an asset which cost him $10,000

and is now worth $50,000, he may transfer it to the X corpration

in exchange for all the stock oftle X corporation (no gain or loss
from the exchallge being recognized either under the existing law
orunder the bill) andthle new corporation ffay take up the asset
on its books for the purpose of determining gain or loss from subsequent sale and depreciation and depletion at$50,000,its fair market
value at the date of transfer. Paragraph (8) of the bill provides
that the basisofthe asset so transferred shall be $10,000.
be ol)served that property maybe arcquired in connecIt should
a
tion with reorganization withoutthe provisions of paragrmiph (7)
being applicablebecallse of the fact that the interest or control in
the
property of80 per cent or more does not remain in the same
persons.
ever, such a transaction is covered by the provisions
If,11ho
of
(8)
the limitations imposed by paragraph (8) upon the
paragraph
basis of
suchlproprty are applicable.
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(5) Tiere is no provision of the existing law which corresponds
to paragraph (9) of the bill. The effect of this paragraph is best
shown by examples.
Example 1: A purchased a share of stock in corporation X for
$10o. Corp oration X organizes a subsidiary, corporation Y, to
which it transfers a part of its property in exchange for all of the
stock of corporation Y. It then distributes the stock of corporation
Y, share for share; to its stockholders as a dividend. Under the
provisions of subdivision (c) of section 203 of the bill, A realizes
no income from the receipt of this stock.
The basis of the share of stock in corporation X, $100, shall,
under this paragraph, be apportioned between the share of stock in
corporation X and the share of stock in corporation Y. If at the
time of the distribution of the share of stock in corporation Y, the
stock of the two corporations is of the same market value, then onehalf of the basis of the old stock, $50, shall be apportioned to each
share. Gain or loss from the subsequent sale of either share of
stock shall be determined by comparing the sale price with $50, the
basis of the share sold.
Example 2: Paragraph (9) also covers the case of a distributioIl by a corporation of a stock dividend and provides that the basis
of the old stock shall be apportioned between that stock. and the stock
i'eceived ats a dividend. This rule is in accordance with the construction of the existing law adopted by the department and by the
courts.
(6) Paragraph (10) of the bill corresponds to section 202 (d) (2)
of the existing law, and lays down the rule as to the basis of property
acquired with the proceeds of an involuntary conversion. The rule
set forth is the same as is provided in paragraph (6) in cases of
tax-free exchanges of property. The existing law provides that the
property acquired shall be treated as taking the place of a like
proportion of the property converted. Since in section 203 (b) (5)
of the bill the amount of the proceeds which is not reinvested is
treated as "boot," and taxed to the extent of the gain, a corresponding change is made in this paragraph to give effect to the
change in 203 (b) (5). It provides, therefore, that the money which
is not so expended, to the extent that it was taxed as gain, shall not
reduce the basis of the property converted.
(7) Paragraph (11) of the bill corresponds to section 202 (d) (3)
of the existing law. The rule laid down in the existing law is the
correct one only if the stock or securities sold are repurchased for
the same amount as that for which sold. In all other cases the rule
prescribed in the existing law is wrong. In the bill provision is
made for the case in which the repurchase price differs from the
price for which the securities were sold.
(8) Subdivision (b) provides that the basis for determining the
gain or loss from the sale or other disposition of property acquired
before March 1, 1913, shall be the cost of the property or its fair
market value as of March 1, 1913, whichever is higher. This change,
which operates in favor of the taxpayer, simplifies exceedingly the
rule in effect under the present law.
A provision is inserted providing that in determining the fair
market value of stock in a corporation, as of March 1, 1913, due reINTERNAL REVENUE BIll, OF 1924
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gard shall be given to the fair market vilue of the assets of the
corl)oration as of that date. It is alleged that the TreasuMry Department in falling the stock of close corporations, as of Mareh 1, 19i83
has given insul1cient weight to the value of the assets as of that
date and too great weight to forced or isolated sales of coinopatatively
small blocks of the stock. This provision is to prevent such protltc
by the department in the future by providing specifically that iti
determining tile value of the stock due regard shall be given tb thb
value of the corporate assets.
(9) The first part of subdivision (c) of the bill; that is, the part
preceding the exception. does not correspond to any provlsioh of the
existing law, but is the same as the interpretation laced upon the
existing law by the department. It provides that the basis of computing depreciation and depletion shall be the same as the basis of
computing gain or loss from the sale of propotty, arid represents
what is obviously the correct ruleo, since the theory in setting a basis
for depreciation and depletion is the senme as in setting one for deterinining gain or loss from sale; that is, to insure a taxpayer a
-return of hlls capital free from tax.
(10) The exception contained in subdivision (c) silpersedes the
second and third provisos of section 214 (a) (10) and 234 (a) (9) of
the existing law. The, existing law limits discovery depletion to the
operating profit from the property upon which the discovery is made.
The bill limits discovery depletion to h50 per cent of the operating
profit from the property upon which the discovery has been naide.
Section 206 (a): Th'is subdivision, defining a " net loss," corre204 (a) of the existing law. The bill sets forth
sponds to-section
and
clearly
accuraltely those deductions which are not allowable in
the
computing net loss and also those additions which must be, made
to gross income before cOmpuiting a net loss.
(1) P'aragraph (1) of this subdivision corresponds to clause (3) of
section 204 (a) of the existing law. Since net losses are to be limited
to those sustained in the trade or business, it is provided in the bill
that not only losses buat all other:expenses not connected with a ti ade
or business are allowable as deductions in computing the net loss
only to the extent of the gross income not derived from the trade or
business. The existing law places this limitation only upon nonbusiness losses; the bill extends the limitation to all nonbusiness deductions.
(2) There is no limitation upon the deduction of capital losses
in the existing law, schll as is contained in paragraph (2) of the bill.
For the reason that net losses are considered as the losses resulting
from the operation of a trade or business, it is provided in the bill
that in computing the net loss capital losses shall be deductible only to
the extent of the capital Pains.
Section 206 (b): This subdivision corresponds to section 204 (b)
of the existing law. It should be noticed that in the bill it is provided that the amount of the net loss shall be used as a deduction
in computing net income for the succeeding taxable years; it is not
allowable, however, as a deduction in computing the net loVs of the

succeeding taxable year, since to do this would allow the -benefits
of the net loss to be taken not only in the two sucrceeding taxable
years but for an indefinite time until it was absolutely wiped out,
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There is no provision in the existing law
206 (c) and
(d):
taxa)ayer hasai capiai
to these subdivisions. If
coirrespolnds
whi.h
the
second
or
third
net
gain
in
tal
taxal)le years, it is necessary to
whether the amount of thenet loss is toI)e applied against
state
the ordinary net income of the taxpayer or is to be applied in
the capital net gain of the taxpayer. Since a, net loss
computing
(loes not include capital losses, it obviously should first be applied
in the computation of the ordinary net income for the subsequent
. Parayear, and subdivisions (c) nd (d) ofthe bill so provide
unnecessary
has
been
ren(dele(l
of
the
h-ouse
bil1
graph
(c) (1)
the action of the committee in striking out subdivision (C) of
by
section 208 with reference to capital net losses.
Section 206 (e) and (f): Subdivisions (e) and (f) cover the case
in which a taxpayer sustained a net loss for years prior to the effetive date of this act, and provide.-s that the amount thereof comSection

under the revenue act of 1921, shall be allowed as a (deducputedunder
this act.
tion
Section 206 (g): This subdivision providess the method for the
of the net-loss section to the case of a taxpayer making
a returIn for a period beginning in one calendar year and(l endling in
calendar year, where isthe laws applicable to the rethe following
yeas

application

spectiVe

differ.

T'he method

similar

to

that

contained

in

subdivision
(d) of section 20-1 of the existing law, which was limited
to fiscal years beginning in 1920 and ending in 1921.

Section 206 (11) This subdivision corresponds to section 204)
of the existing law. The existing law, however, grants the
(c)
benefits of the fiet-loss section to thelbenefir'iary of an estate or
trust. The bill confines the benefits to an estate or trust because
the beneficiary's capital is not affected by at net loss of the estate
or trust, and consequently he should not be entitled to a net loss
in computing income for the subsequent yeal. If the benefit of the
section is extended to the estate or trust itself? proper relief
Section 207: (1) This section dealing with hscal years is the
same, with certain minor changes, as section 205 of the existing
lawv.
T1he second sentence of subdivision (b) of this section is siffilar
to section 206 of the revenue act of 1918, which was inadvertently
omitted from the revenue act of 1921. The provision is
for the computations in fiscal-year cases and is therefore restored
in the bill.
Section 208: (1) Subdivision (a) of this section corresponds to
subdivision (a) of section 206 of the existing law,
Under the existing law the tax under the capital gain section is
the tax on the ordinary net income plus 121 per cent of the,capital
gain. If the taxpayer has no ordinary net income but has a deficit,
the tax under the existing law is still 12-J per (ent of the capital
the capital gain may thus be in excess of the net
gain, although
income of the taxpayer. In the bill, paragraph (4) is inserted, and
the two succeeding paragraphs are changed in order to revise the
definition of capital net gain so that the tax in cases where there.
is a deficit in ordinary income will be 121 per coet of an
determined by subtracting from the capital net gain the amount of
the deficit in ordinary net income.
is

given.

necessi.ry

namiont
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(2) In the existing law, property held for the personal use or
consumption of the taxpayer or his family is excluded in the definition of capital assets. In the proposed bill, this restriction has been
removed, with the purpose of periritting a taxpayer selling residential property at a profit to elect to be taxed under the capital gain
section if lie so desires. The last part of the definition of capital assets is changed to remove any doubt as to whether property which is
held primarily for resale constitutes a capital asset whether or not
it is the type of property which under good accounting practice
woUld be included in the inventory. The amendment to the existing law in the House bill, excepting stock received as a stock dividend
from the definition of capital assets, has been stricken out. There
is no logical reason why such stock does not constitute a capital asset,
as well as other stock.
Section 208 (b) -: The provision of section 206 (b) of the existing law that in no case shall the tax under the capital gain section be less than 12j per cent of the net income is omitted from
the bill. There appears to be no reason why the tax on the ordinary
income of a taxpayer whose ordinary income is small should, under
the capital gain section, be increased to 12j per cent. He should
at his option pay a tax on his ordinary income computed in the
regiflar'manner, plus 12-41 per cent of his capital gain. The omission
in the bill of this provision of the existing law accomplishes that
result.
Subdivision (c) of section 208 of the House bill provided that the
amount by which the tax is reduced on account of a capital net loss
should not exceed 121 per cent of the capital net -loss. There was
no corresponding provision in the existing law. Suich a. provision
would have resulted in an individual being liable to pay an income
tax, although the total of his losses during the taxable year exceeded the amount of his income. Since this result is deemed to
be undesirable, the subdivision has been stricken out of the bill as
reported.
Section 209: This section makes a reduction of 25 per cent in the
tax on earned income.
Section 209 (a) : (1) Earned income is defined to mean wages,
salaries, professional fees, and other amounts received as compenisation for services actually rendered, including a reasonable coinpensation for personal services where income is derived from combined personal services and capital in the prosecution of farming
or other business. In order to obviate the considerable administrative difficulty of dividing that income which is in part earned,
and in part unearned, into these two classes, it is provided that at
least $5,000 of the taxpayer's income shall in all cases be considered
to be (enarneed, and in no case shall the earned income of the taxpayer be more than $10,000. The last sentence of the definition of
earned income contained in the House bill, which provided that if
the income is derivedd in part from personal services and in part from
capital, in the prosecution of a business, a reasonable salary allowance not exceeding 20 per cent of the inet profits of the taxpayer
from the business shall be considered to be earned income, has been
rewritten without substantial vlhntge for purposes of clarity. The
maximum amount which may be considered to be earned income
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has beern changed from $20,000 in the House bill to $10,000, since
this section is intended to afford relief mainly to the smaller taxpay ers.
.provision is made in the definition of earned income for the case
in which a corporation distributes its earnings and profits to its
stockholders in the guise of salary, and it is provided that such
amounts which represent in fact a distribution of earnings and profits
rather than a reasonable compensation for services rendered shall
not be considered as earned income.
(2) Subdivision (b) provides for a determination of the amount
of tax attributable to the earned income and a reduction in the tax
of 25 per cent of that amount. The amount of the credits is conseq~uently 25 per cet of an amount which bears the same relation to
the total tax as the earned net income bears to the total net income.
Since the earned net income may exceed the total net income (in
cases where the taxpayer has a loss without considering his earned
net income) it is provided that the credit shall not exceed 25 per
cent of the tax.
Section 209 (c) Since the result sought to be attained by this
section is to give the taxpayer a credit of 25 per cent of the amount
of the tax attributable to his earned income, it is manifest that if
the taxpayer has a capital net gain (and hence is taxed under section 208) the application of the general rule stated in subdivision
(b) of this section will not produce the correct result. Under section 208 the tax is computed by finding the tax on ordinary net
income (which includes earned income, but-excludes all items of
capital gain or loss), and adding thereto 12J. per cent of all of the
capital net gain. It is apparent therefore, that in such case the
only part of a tax in the colmputation of which earned income is a
factor is the tax on the ordinary net income. Subdivision (c) therefore provides that if the taxpayer is taxed under section 208 (i. e.,
has* capital net gain) the earned income credit shall be 25 per cent
of an amount which bears the same proportion to the tax as the
earned net income bears to the ordinary income.
Section 210: The rates of normal tax herein provided are 3 per
cent upon the first $4,000 of the taxpayer's net income in excess of
the credits provided in section 216, and 6 per cent of the ainount of
net income in excess of $4,000.
Section 211: The surtax rates range from 1 per cent of the amount
by which the net income exceeds $10,000 and does not exceed $12,000,
to 25 per cent of the amount by which the net income exceeds $100,000.
Section 213 (a) : A new sentence has been added to the definition
of gross income, providing that items of gross income shall be considered to be received in the taxable year in which they are unqualifiedly made subject to the taxpayer's-demands. This is a statutory
enactment of the rule followed by the deCItartmlent1 as well as a more
general application of a similar provision in section 201 (e) of the
existing law.
Section 218 (b): (1) A new provision has been inserted in plaagraph (4) to require persons owning obligations, the income from
which is exempt under this paragraphl, to submit statements showing
the number and amount of and the income received from such obligations.
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(2) Tlhe existing lam provides in section 218 (b) (7) that. Nhlenel-ir a St ate, Teorltoly, or political subdivision thereof, or the Distriot, of (olum1ifbial,, prior to September 8, 1916, has entered into a
ac withl aln personal to actquire, construct, operate, or maintain a
colntllet
public utility Ito portion of tlle incole to which such person is
6al tatIxed, but no tax shall be imrpose(l upon the incoleie
entitled shl
derived by thle State, Il'erritory, Or political sul)cdiVision thereof, in
.sutl a manneralllns to impeso a loss or burden upon the State Territory,
o01)olitical subdiVision. In order that this exeIllnpt)ion Inmay mo10'e
rea:dilNy be adtnlilliFtered, thre paragrapjlh has been reworded to prqvidet
that thle tax u1pont the icllome flroml the operation of thoe utility sllal
bl levied as provided in this title, but there shall be refunded to the
State, Territory, or political subdilvision thereof, or the Dist'ict of
a poart of thle tax equal to the amount by which the slharo
Colhullbia,
of inlcolme aceru1ing to thle. State, Territornt, or political sut bd division
thereof, or the lDistrict of Columbia, was reduced in the imposition
of the ta.x.
(3) The larlzae of 1):ar'a1grAplh (tO) hlas ben changed to accord
witlh flint, of s'et.io; 'n231, w-hich exempts from tax building and loan
associ nations.
8Sction 214 (a): (1) A senltelnce.e lhts been added tb paraagraiph
(6) to provide that the blasis for determining thle amoullnts of ti t
deductions under paragraphs (4), (5), or (6) shall be the saime
as that provided in sectioni 2041 for determinilig gain or loss fromil
the sale or other disposition of property. This is obviously the
rule whielh should be followed even in the absence of an express
provision.
(2) Paraigraph (10) of section 214 (a) of the (existing law now
elinits thle deduction of contributions to posts of the American
Aegion or women 's auxiliaries thereof. Under the proposed bill
this (deduction is extended in general tei'ms to contributions to posts
of wair veterans or a ixilirarv units thereof if such posts or units
art' orIilzed ill thIe UnJIite(d States or its possessions. There lhitve
bveln added(1 :s allowable deductiolls Contributions or gifts to at fraternal Soc.ety operating und)cler6 the lodge systemll, where Stuch gifts
are. to be ulse(d for the benevolellt purposes specified in this paragraph.
The paragr.aIph has veen further aimended to provide that the limitat ion upon thle amount of deductions allowable under this paragyraph to 15) per cent of thle taxpayer's ntet income shall not be applied, if the taxpayer has for eallch of the 10 preceding years, as well
as thle ye-ar in qRestiolln contributed all
anamouIlit equal to or xceeding
90 per cent of his income. to thlie organizations and for the purposes
specified in this paragraph. This provision is designed substantially
to free from income taxationli one wvho is habitually contributing to
benevolent organizations amoilunts equ"alling virtually his entire income.
Section 214 (c) of t HTouise bill, which permitted the deduction
by a taxpayer from his gross income in determining his taxable income of interest plaid oln indebtedness not incurred in carrying on
a trade or business. and of losses of a nonbtusiness character only
to the extent that thle sunm of these two items exceeds his wholly
tax-exempt interest, has been stricken out of the bill as reported.
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Section 216 (f): This subdivision of the existing law and the
House bill provided that the credits allowed by subdivisiolls (C),
(d), and (e) of this section should be determined by the status of the
taxpayer on thle last day of the taxable period. Trhe subdivision has
been amended to provide that if the status of the taxpayer changes
during the taxable year, the credits pr ovided in sll)dlivjsion (c) shall
be prorated accorldillg to the months during which the taxpayer occupied each statUs. Tris is obviOu sly a moore equitable rule than that
law whereby the ani-louLnt of these credits
provided in the existing
is determined by tile status of the taxpayer on a single day rather
than during the entire taxable period.
Section 217: Paragraphs (1) an(l (2) of subdivision (a) have
been altered, in order to exempt from taxation to a nonresident alien
individual interest on bonds or dividends from stock of domestic
corporations, if more than 80 per cent of the income of such domestic corporations is derived from sources outside the United States.
Subdivision (g) has been changed in order to allow a nonresident allen who is a resident of at contigtuolus country to claim the
benefit or credits for dependents and of tile 2 per cent rate of tax
on his earned income from sources within the United States by
filing at claim thelefor with the withholding agent.
Section 219: This section has been rewritten in order to secure
clarity and to prevent tile evasion of taxes by means of estates and
trusts.
(1) It is provided in the section that in the case of a trust wihero
the trustee hills the discretion to distribute 01' not, the income is
taxed to the beeneficiary if distributed and to the trustee if not
distributed. The wording of subdivision (b) has been changed (1)
to except from its provisions specifically subdivisions (g) alnd ,(h),
Which lay down special rules in lieu of the general provisions of subdivision (b) ; (2) to permit ats an additional deduction that part of
the gross income which, pursuant to the terms of the will or deed, is
to be used exclusively for the prevention of cruelty to children or
anllmls, since contributions by individuals to organizations for these
purposes are deductible under section 214 (a) (10).
(2) Paragraph (g) of this section provides that where the grantor
of a trust reserves the right to change the trust in favor of himself the income is taxed to the grantor. The subdivision of the House
bill has been rewritten in order that there shall not be taxed to the
grantor the income of a trust as to which the grantor has a power of
revocation subject however, to a condition which has not happened.
The creation o0 a revocable trust constitutes nothing but an assignment of the right to receive future income. Since such an assignment does not operate to increase the taxable income of the
INTERNAL

assignor, the creation of a revocable trust should not so operate, but
the income of such a trust should be included in the income of the
grantor. The bill so provides.
(3) Subdivision (h) of this section provides that the income of a
trust which may he distributed to the grantor or which may be
used for the payment of premiums upon policies of insurance on his.
life shall be included in the gross income of the grantor. Trusts
have been used to evade taxes by means of provisions allowing the
distribution of the income to the grantor or its use for his benefit.
The. purpose of this subdivision of the bill is to stop this evasion.
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The provisions of the foltous 1)ill hate been alterl to excltdlv fGoul
taxation to the grantor of tI trust, Incomle thereof used to pay
ptIDai to tlw
premiums on insurance policies which aIlre irrevoably
benevolent organizotnons decribedV in section 214(a)' (10). A ftrust
of this kind i8 a proper method of providing forir Ift to 811s0 orand since thw, income is being usied for Apwse benevolent
gpnilaAtions,
PirPoses rather than for the griantor's personal-benefit it should not
be taxed to hint.
Section 220: This section of the revenuie act of 1921 iml)oses ul)OU
a corporation formiied or availed of fto the purpose of preveltiig
tle imposition of the sutrfain ulpon its stocklioleo by failhig to distribuite its gilins 1Su profits at tax of 25 per nt of its net illcome.
This section is inetrective in, the ca of thee holding conllipany whielh
fails to distribute its gains and plOfits, since it's net illcomlle1 conlsists5
entirel. of dividends from the corporation, the stock of which it
owns, whlich undler the lawdi)o not formi a part of the Jiet inconmo of
the holding company. Sutiv(fivision (d) of the present bill corrects
this error and also provide's thatl in coml)uting the let income of suchl1
corportion for the purpose of thlis sectilol the amount of intelrest
s
on JLibert5y bonds must.
ineluided if the intbNvst on sulch bonds
would be ;ubject to tax in the hands of an individual owner. Under
the I)l'oent law such interest. is not included in coull)liting the not
inellme of the c<oi-poration, since Liberty bonds are not taxed to a
ceorporation, -although slubl'oect (except thi 3* jer cenit i.ssule) to si rtax in the hands of an iiiividal
owner. The rate of tax 1upons thle
net inc(ome of such corporla1tions lhas bwell in0rea1sed -fromi 25 per cent
in the Houise, bill to 150 l)r' cent, in order to I.)plwe. it mor effective,
check upon this method of evtision of sutit-ixes. For the sailltC reson the provision giving tihe commissioner the discretion, if tihe
stockholders agree, to tax themi uipon tbeir distributive shalirs as
partners has been stricken out.
Section 20 of the existing law also provides that the filet. thhti
any corporation is a mere holding comllpany shall be prima fade
evidence of Purpose to escape a slirtfax. Tlie department has been
unable to apply the section to tihe case of plare investment colmipanies
which reinvest their entirt net income. Thile present bill therefore
makes the fact that any corporation is Ilaere "holding or investment company prims fciee evidence of the purpose to escape the
surtax.
Section 221: Subdivision (a) of this stion of the present law
des for the withholding of a tax eqaaivl to the normal tax on
hxed or determinable income paid to a nonresident alien individual
or a partnership omposed in whole or in part of nonresident aliens.
The department has construed this as requiring the tax to be withheld in the Case of a partnership composed in whole or in part of
nonresident aliens only if such partnership has no office or place of
business wit-hin the, United States. A different construction would
result in requiring the withholding of tax from payments to a purely
domestic partnership which happens to have one partner who is a
nonresident alien. The bill amends the law go as to conform to this
ruling of the department.
Section 221 (c) '- SUbdivision (c) of section 221 of the present law
required withholding agents to make return of the tax withheld on.
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or before Marclh 1. Tho bill proposes to make tiis datte March 15,
in order that the withhholding agent mally make, his r0etui.'n1 of the
tax withheld at thle saiie timCehe makes his ownf income tax return.
Section 222: This section of thle existing hIe allows an(credit
against the tax of tile am1ount of iincotno, wiar-pi'ofitks and exces.8profits taxes paid to foreign countries (lurl'ing the taxable year of the
taxpayer. Ilasmucllh11s tlo tax laws of most, of these countries,
like ouli own, provide for li'e payment of income taxes (liring the
yoer following the your, foliwhich the tax is imposed, it Iestilts that
in nmany caUses the credit is takenl against the United States tax for
theo yeut' following thle year in which was earn]edl the income on which
the foreign tax was i1lnposeel. Tbis defect is renmedied by suibdivision (c) of thle bill, Wvhich provides that the credit may be taken
alt the Option of thle taxpayer in the year in which the tixes of the

foreign coutlry accrued.
Section 223: .Under thle existing law and the I-louse bill, a married
individual living wyith husband or wife having a net income of $2,000
or ovei' is required to maske at return, although, if the aggregate niet
income does not; exceed( $2,600, 110 income tax will be (ldie. In or(ler
to free sutch individuals front the necessity of making retutrns in the
absence of income, tax liability, the minimum amount has been
changed to $2,500. A similar change hias been made in section 225
(a)(2), dealing with fiduciary returns.
Section 225:1Para-graph (6), providing that the fiduciary shall
make a return for every estate or trust the gross income, of which
for thle taxable year is $5,000 or over, has been inserted in conformity
with the similar requirement for individuals.
Section 226): Subdivision (b) of this section of the pJesent law
provides that in all cases where a separate return is made for a fractional part of a year the net income shall be computed on the basis
of such fractional period and the tax shall be paid thereon at the
rates for the calendar year in which this period is included. Since
a fractional return may be made for a period beginning in one
calendar year and ending in another, great difficulty is experienced
in applying this provision. It is therefore proposed to requIire only
that [in all cases of a separate return for a fractional part of a vear
the income shall be computed on the basis of the period for w ich
the return is made. No specification as to what rate of tax shall
be applied is needed, for if the period falls entirely within th-0
calendar year there can be no question as to what rates .apply, and if
the period begins in one calendar year and enmds in another for
which the rates are different, section 207 of the bill provides for the
computation of the tax.
Subdivision (c) of this section of existing lawl plrovidles that in the
case of return for a fractional part of the year the net income shall
be placed on an annual basis by multiplying by 12 and dividing by
the number of months included in the fractional period, and that the
tax shall be such part of the tax computed on such annual basis as
the number of months in the period is of 12 months. The provision
was inserted for the reason that under the 1918 act taj)apyers were
changing their accounting period from calendar year to fiscal year,
and vice versa, for the purpose of making a return for a short period
and consequently getting two starts ou the surtax rates. The pro-
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vision as found in the existing law covers not only such cases but
other cases to which it was not intended to apply, such as the return
for a decedent who dies in the early part of the year and has received substantial income during that period, which may be the
entire income which lhe would have received had he continued to
live. The bill therefore provides that the rule as to placing the
income onl an annual basis shall apply only to cases where a separate
return for a fractional part of the year is made because of the change
of the accounting period from fiscal year to calendar year or vice
versa, and that in all other cases, if the return is made for the
fractional part of the year, the personal exemption and credit for
dependents shall be reduced proportionately to the length of the
period for which return is made.
Section 227: This section of existing law authorizes the comnmissioner to grant a reasonable extension of time for the filing of
returns. The department has adopted the practice of refusing such
extensions unless application therefore is made before the date prescribed by law for ing the return. The bill writes this requirement
into the law.
Subdivision (b) of this section of existing law provides for the
making of all returns to the collector for the district in which is
located the legal residence or principal place of business of the person
making the return. Trhis provision applies not only to returns by individu'al taxpayers but also to returns by partnerships and fiduciaries
even though the members of the partnerships or the beneficiary ies of the
estate or trust are located in an entirely different internal revenue
district. To prevent confusion arising from this practice the bill
provides that all returns made by partnerships and fiduciaries on
which no tax is shown to be due shall be made to the commissioner
regardless of the legal residence or place of business of the person
making the return.
Section 229: This section of the existing law is repealed by the
bill inasmuch ais it expired l)y its own terms.
Section 230: The rate of tax upon the not incomes of corporations
has been raised from 124 per cent to 14 per cent, in view of the eliinlination of the capital stock tax continued in section 700 of the House
bill and section 1000 of the existing law. The administration of the
capital stock tax involved difficult questions of fact and of law, silce,
as a condition precedent to the imposition of the tax, it must be

determined (1) whether the corporation was carrying on or doing
business during the preceding year, and (2) what the fair average
value of its capital stock Was during that period. The elimination
of the tax, coincident with' an increase in the tax upon corporate
net income, will result in the collection of $20,000,000 more revel)uLe
than under the existing law, with a decrease in the cost of collection,
and with a more equitable distribution of the burden of taxation.
Section 231.: (1) Paragraph (8) wOals extended to apply to local
associations of employees the membership of which is limited to
employees of a designated person or persons in a particular municipality and the net earnings of which are devoted exclusively to
charitable, educational, and recieational purposes, whether or not for
the benefit of the members and their fanlilies. In the bill as re-
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ported the phrase " whether or not for the benefit of the members and
their families " has been stricken out,
(2) The House bill omitted. the words " of a purely local character"
in paragraph (10), since all of these mutual organizations should be
exempt if substantially all their income consists of amounts collected
from members for the sole purpose of meeting losses and expenses.
Benevolent life insurance associations of a local character and mutual
casualty companies were added to the list of exempt organizations.
The indefinite requirement in the House bill that " substantially all
the income " shall consist of amounts collected from members for the
sole purpose of meeting losses and expenses " has been made a specific
requirement that " 85 per centum or more of the income " shall consist of such amounts. Mutual life insurance companies have been
granted exemption on the same terms as the other companies named
in the paragraph, whether or not they are of a purely local character.
(3) Paragraphl(14) of this section of the existing law is repealed
by the bill as by its own terms it has expired.
Section 234: Changes made in paragraphs (1) to (9) of subdivision (a) of, this section of the existing law correspond exactly to
changes made in subdivision (a) of section 214 which have been explained in this report in connection with that section.
Paragraplh (11) of subdivision (a) of this section of the existing
law is repealed by the bill, since it has expired by its own terns.
Paragraph (14) of subdivision (a of this section is replaced by
section 203 (b) (5) of the bill for the reasons explained in this
memorandum in connection with that paragraph.
Section 238: The same changes have been made in this section as
in section 222 for the reasons contained in this report under section 222.
Section 240: Subdivision (c) is amended to provide that two or
more corporations shall be deemed to be affiliated if one corporation
owns at least 95 per cent of the voting stock of the others, or if at
least 95 per cent of the voting stock of two or more corporations
is owned by the same interests; in the 'House bill the percentage
was 85. This language is substituted for the indefinite language
of the existing law. The, requirements that the stock held must
be " voting stock " merely emnbndies in the law the present rule of
the Treasury Department.
In the House bill it was provided in subdivision (d) that the
commissioner shall consolidate the accounts of related trades and
businesses in certain cases. In order to give greater flexibility in
administration this subdivision has been rewritten to provide that
the commissioner may, and at the request of the taxpayer shall,
consolidate the accounts in the specified cases.Section 243: The rate of tax upon insurance companies taxed
under this section and section 246 has been retained at 12j per cent,
as in the existing law. Since these companies are not subject to
the capital stock tax under the existing law, the repeal of that tax
does not affect them, and consequently does not justify an increase
in the rate of income tax upon e1U.
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Section257: This section has been partially rewritten and its provisions separated into subdivisions and lparagIa)hs, in order to
greater clarity. In the House bill aprovision was added
secure
to this section of the existing law, making it the duty of the Secreof the Treasury to furnish any data shown by any returns to
tary
the Committee, on W
Means of the House of Representaays onandFinance
to
the
Committee
of the Senate, or to a special
tives,
of
the
or
Senate
In lieu of this last phrase,
House.
committee
there has been substituted " a standing or select committee of the
Senate or House specially authorized to investigate returns by a
resolution of the Senate or House, or a joint committee so authorized by concurrent resolution." These committees were also given
the right to inspect any of the returns and to report any relevant
or useful information so obtained to the Senate or House, or both.
In addition, a provision has been added whereby there shall be
available for public inspection in the collectors' offices in addition
to the names and addresses of income-tax payers, the amounts of
income taxes paid and refunds made to such taxpayers.
Section 270 (c) : The existing law in section 227 (a) empowers
the commissioner to grant a reasonable extension of lime for filing
returns; an-d provides in section 250 (a) that such an extension
shall correspondingly postpone the time for payment of the first
installment. Since it is sometimes desirable to grant an extension
of time for filing a complete return, without extending the time for
paying the first installment, or vice versa, the provisions for these
two kinds of extensions have been made independent. In addition,
to avoid question as to the computation of interest on any deficiencies, the provisions for an extension of the time of payment, contained in section 250 (a) of the existing law, has been reworded to
make it clear that the extension applies only to the amount of the tax
shown on the face of the return and not to any deficiency subsediscovered. The rate of interest or amounts payment of
quently
which is extended has been changed from 5 per cent, as in the House
bill, to 6 per cent, the rate provided in the present law. A similar
has also been made in all other provisions wherein interest
change
is specifically provided for.
Section 273: The term " deficiency " is here defined. Under the
existing law (sec. 250 (b), second paragraph), the term "'deficiency"
is not defined with exactness. Under the proposed provisions, credits
and refunds for each year will be considered in the determination of
a deficiency for that particular year. The proposed definition of
"deficiency" also includes amounts of tax found by the commissioner
to be due on returns prepared or approved by hinm under section
in cases in which a person, association, or
3176, RevisedhasStatutes,
to
failed
make a return or has made a false or fraudcorporation
ulent return. Such amounts are not included in the definition in
the existing law, although it is clear that they are properly termed
a " deficiency." The inclusion of these amounts within the term " deficiency " will permit the taxpayer to appeal from the determination
of the commissioner in such cases to the Board of Tax Appeals, and
will enable, the collection of interest upon amounts found to be due.
Section 274 (a): This subdivision provides for notice and an
the Board of Tax-Appeals (a body
opportunity offortheanBureau
appeal oftoInternal
Revenue, provided for in secindependent
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tion 1000 of the proposed act), in cases in which the commissioner
determines that there is a deficiency.
Section 274 (b): The first sentence is similar to that of the third
sentence of the second paragraph of section 250 (d) of the existing
law, preceding the proviso. The subdivision further empowers the
commissioner to proceed in court to collect amounts determined by
him to be a deficiency, but disallowed by the board. In other words,
the section authorizes the commissioner to resort to the courts in the
event of an adverse decision by the board. A specific provision has
been added for interest at the rate of 6 per cent per annum from
the time the tax fell due, on the amount of any deficiency in tax
recovered in court. The subdivision has been partially rewritten
to secure greater clarity.
Section 274 (c) and (d): The substance of these provisions is
similar, with changes m~lide necessary by the provision for a Board of
Tax Appeals, to those now contained in the second paragraph of subdivision (d) of section 250.
Section 274 (e) :This subdivision clarifies the provisions contained in the first sentence of the second paragraph of subdivision
(b) of section 250 of the existing law.
Section 274 (f): The period during which interest on a, deficiency
shaill be assessed is fixed as that between the date for the payment of
the tax and the date the deficiency is assessed. Under the existing
law, no date is specified upon which the period shall end.
Section 274 (g): The commissioner is given the power with the
ap)proval of the Secretary to extend the time for payment of a deficiency for not more than 18 months. If an extension is granted,
the commissioner may require a bond not in excess of twice the
amount of the deficiency. Interest runs at the rate of 6 per cent
during the time of such extension, on the amount so extended, and
thereafter at the rate of 1 per cent a month on any amounts remaining unpaid. There are similar provisions for extension in section
250 (f? of the existing law, but these expired by the terms of that
subdivision 18 months after the passage of the act. It is desirable
to provide for an extension of time for payment by the commissioner with the approval of the Secretary in cases of unusual
hardship. The immediate collection of additional taxes for prior
years may cause great hardship to the taxpayer and in extreme
cases may force him into bankruptcy.
Section 275 (a): This section supersedes the second sentence of
the second paragraph of section 250 (b) of the existing law.
Experience has shown that the act or omission by the taxpayer
which gives rise to these additions is usually not so serious as to
require both an increase in the tax of 5 per cent and 1 per cent a
month interest on this amount from the time the tax was due. Accordingly the provision of 5 per cent addition to the tax has been
retained, iut the provision for interest at 1 per cent a month has been
omitted. Section 276 (a) and (b): These subdivisions are a rewording of
that part of subdivision (e) of section 250 preceding the proviso.
For reasons similar to those given in connection witd section 275 (a)
supra, the addition of 5 per cent to the amount of the tax found to
be, due has been omitted, but the provision for interest of 1 per
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cent ier month on amounts due and unpaid has been retained. A
specific provision has been added for interest at the rate of 1 per
cent a month upon deficiencies prorated to unpaid installments of
the tax, which are not paid whlen due. A corresponding, but general, provision is contained in the House bill.
Section 276 (c): Although estates of "insane, deceased, or insolvent, persons are excepted from the additions to the tax provided in section -250 (e) of the existing law, no interest upon the
amounts due and unpaid by such estates is there provided. This
subdivision provides for interest at the rate of 6 per cent. A specific
provision has been added for interest at the rate of 1 per cent a
month upon deficiencies prorated to unpaid installments of the tax,
which are not paid when dlie. A corresponding, but general, provision is contained in the House bill.
Section 277 (a): The substance of the provisions of this subdivision occurs in that part of subdivision (d) of section 250 which
precedes the second proviso. It has been ruled by the department
that the present prohibition of a "suit or proceeding" for the collection of taxes after five years from the date of filing the return
does not apply to a distraint to collect such taxes, which requires
no action bi a court. To remove any doubt of the soundness of the
position of the department the words "any proceeding in court"
have been substituted for "sSUit or proceeding A provision has
been added in paragraph (3) requiring sulit for the, collection of
income taxes upon the income of a decedent received during his
lifetime to be brought within one year after written request therefor, filed after the return is made, by the representative of the
estate.
Section 277 (b): The purpose of this subdivision is to remove
the necessity for the present practice of the department in assessing
without opportunity for hearing the amount of a deficiency disCovere(1 just before the expiration of the statutory period for assessment. The making of such an assessment without a hearing is
frequently a consider-able hardship upon a taxpayer. By extending
the period within which an assessment may be made, as is here provided, the taxpayer may be given the opportunity of a hearing,
without jeopardizing the assessment and collection of the tax by
the department.
Section 278 (c): A substantially similar provision is included in
section 250 (d) of the existing law.
Section 278 (d) : This subdivision in the House bill authorized
the collection at any time thereafter, by distraint or by a proceeding in court, of a tax assessed within the period prescribed in section 277. In order to protect the taxpayer further, a limitntioh
of six years after the assessment of the tax has been placed upon
proceedings in court "nd distraint for its collection. At the end of
such period, the taxpayer is assured that his tax liability is finally
determined.
Section 278 (e): This subdivision has been rewritten to make it
clear that the section (loes not extend to: assessments or distraint pro.
a or to assessments or
ceedings already t'bairred
b)y the listing
1naY
distraint proceedings already be(guin tender the existing law.
-Section 279 (a) If the commissioner has assessed a deficiency
immediately, because of his belief that the assessment or collection
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of the deficiency would be jeopardized by delay, the taxpayer may
within 10 days file with the collector a claim for abatement, accompanied by a bond in such an amount not to exceed double the claim
as the collector deems necessary. The filing of the claim and bond
stays the collection of the amounts covered thereby until the disposition of the claim.
Under the existing law, the only limitation upon the filing of
claims in abatement is that no such claim may be filed where the
taxpayer has had an-opportunity to appeal and be heard prior to
the date of the assessm3le-nt. The bill reaches a substantially similar
result, since in all other cases than that provided for here either
the taxpayer will have had the opportunity of presenting his contentions to the Board of Tax Appeals or the assessinent is based upon
a return as submitted by him. In either of these cases there is no
persuasive reason for an additional delay in the collection of the
tax.
The proposed subdivision affords the taxpayer the safeguard, not
provided in the existing law, of a stay of proceedinigs by the collector
to collect the tax, until a decision is reached on the claim. The interests of the Government are adequately protected during this stay
b the requirement of a bond to secure the payment of amounts not
abated.
Section 279 (b): This subdivision provides for action upon the
claini in abatement by the commissioner, for appeal from his decision
to the Board of Tax Appeals, and for collection of such amounts as
are found to be due.
Section 279 (c): The provisions herein are similar to those of
subdivision (e) of section 250. The provision for a 5 per cent addition to the tax in the event that it was not paid within 10 days after
notice and demand has been omitted, since the addition of interest
at 1 per cent per month onl such unpaid amounts appears to be an
adequate pr-eventive of default. (Sce explanation under sections
274 (g) and 275 (a) stupra.)
Section 280: This section provides for thee assessment and collection of taxes found to be due under prior revenue acts in the
manner provided in the bill.
Section 281 (b): The limitation on credits and refunds contained
in the first proviso of section 252 of the existing law was changed in
the House bill in two principal respects. The date from which
thle period of limitation runs was changed from the due date of the
return to the date of the payment of the tax. Logically the period
of limitation should run from the date of payment, since it is at that
time that the right accrues. Again the complicated provisions of
tile present section with reference to the length of the periods of
limitation, which vary from two years from the time the tax was
paid to six years from the time the return was due, were -simplified
by fixing the period at four years. In order that a late payment of
a small portion of the tax diue may not extend tthe time for filing a
claim for refund of the entire tax, a limitation has been inserted by
the committee restricting the amount of a credit or refund to the
portion of the tax paid during the four years immediately preceding
the filing of the claim.
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Section 281 (e): This subdivision has been inserted by the committee, to Ivrovide that if the taxpayer has (1) within five years
from the time his return for 1917 was due, filed a waiver of his
right to have the taxes due for that year determined and assessed
within five years after his return was filed, or if he has; (2) filed such
a waiver on or before June 15, 1924 in respect of the taxes due for
1918, a credit or refund may be allowed if claim therefor is filed
on or before April 1, 1925, or within four years after the tax was
provisions are contained in an act approved
paid. Corsponding
March
13? 1924.
Subdivision (d) of section 281 of the House bill provided that in
the event that any provision of any of the acts levying an income,
or excess-profits tax has been held by the Supreme Court
war-lprofits,
to be invalid, any tax collected thereunder might be ref unded if
claim therefor should be filed within four years after decision by the
Supreme Court. Since this provision would result in a further extensio4 of time for filing claims for refund in cases in which. four
or five years have already been granted for that purpose, it was
stricken out by the committee.
Section 1117 (b) imposes a penalty similar to that imposed by the
second sentence of section 253 of the existing law. The penalty of
$1,000 provided in the first sentence of section 253 for various types
of delinquency appears in a modified form in section 1117 (a).
ESTATE TAX

Section 300: The definition of the term "executor" has been
changed so that, in cases in which there is a foreign executor or
administrator but no executor or administrator appointed, qualified,
and acting within the United States, the person in actual or constructive possession of the decedent's property in this country-will
be deemed an. executor for the purposes of this title.
Section 301: The rates of the existing law have been retained. In
the House bill, the rates of the estate tax were changed so that they
ranged from 1 to 40 per cent in the various brackets as distinguished from 1 to 25 per cent in the existing law. Tile second paragraph of section 401 of the existing law, exempting from the tax
the estates of decedents dying from injuries incurred in the World
WVar, was stricken out in the house bill. A new subdivision lettered
(b) was inserted, giving a credit, not in excess of 25 per cent of the
tax imposed by this section, of the amount of estate, inheritance,
legacy, or succession taxes paid to any State, Territory, or the District of Columbia with respect to any property included in the gross
estate, This subdivision, which was inserted in the House bill because
of the increase in the rates of the. estate tax, has been stricken out, in
view of the retention of the rates of the existing law in the bill as
reported.
Section 302 (c)?: The, subject matter of the clause stricken out is
provided for by subdivision (h) of this section of the bill.
Section 302 (d): By this subdivision if the decedent had the
power at the time of his death to change the enjoyment of a property interest, which he had transferred, or with respect to which he
had created a trust, such interest is to be included for estate-tax pur-

85
poses in his gross estate. Likewise, if the decedent had relinquished
such a power in contemplatiQn of death, except by a sale for a fair
consideration, the Property interest over which he had such a power
is to be includedlin his gross estate.
Even though the decedent has made the transfers specified in this
subdivision, he has retained substantial control over the disposition
of the property through the power to change the enjoyment thereof.
Such property, interests should therefore fairly be taxed as part
of the decedent's: estate, particularly since, by virtue of his death,
the substantial interest which he had has been wiped out, and to
the same extent the property interest of the legal title holder, his
transferee, has been increased. This provision is in accord with the
principle of section 219 (g) of the bill, which taxes to the grantor
the income of a revocable trust.
Section 302 (e): The provisions of the House bill and the existing law have been reworded to secure greater clarity.
Section 302 (h): This subdivision provides' that the property
interests which are included in the gross estate for purposes of the
estate tax are those enumerated in this section, whether such interests
were created or arose or were relinquished before or after the enactment of this act.
A similar provision is included in subdivision (c) of section 402
of the existing act. It has seemed desirable to extend this provision
to the other property interests set forth in this section.
expressly
Section 303: In paragraph (1) a clause has been inserted authorizing the deduction of claims, mortgages, and indebtedness of the estate
to the extent that such claims, mortgages, and indebtedness have
only
been incurred or contracted for a fair consideration.
Section 402 (c) of the existing law contains a limitation similar
in character in the case of transfers and trusts whereby property
interests transferred by the decedent in contemplation of or intended
to take effect at or after his death are 'included in his gross estate,
unless such interests were transferred by a bona fide sale for a fair
consideration. On principle the same limitation should be applied
here, and the proposed amendment is designed to effect this result.
Bequests, legacies, and devises to fraternal beneficiary societies
operating under the lodge system for use for specified benevolent
purposes have been added to the amounts deductible under paragraph (3) of subdivision (a) and the same paragraph of subdivision
(b). A sentence has been inserted in paragraph (3) and in paragraph (3) of subdivision (b) to make it clear that the amounts dedeductible under these paragraphs on account of bequests, legacies
or devises for the specified benevolent purposes shall be the net
amount distributable for such purposes, after estate, legacy, or inheritance taxes imposed in respect thereof have been deducted therefrom. It is evident that if a testator leaves a residuary estate of
$1,000,000 to a charity, but the estate taxes payable out of the residue
reduce the amount actually distributed to the charity to $950,000,
only the latter amount should be deductible, in computing the
amount of the net estate, as a bequest to charity. This sentence so
provided.
INTURNAL GBVusui BILL OF 1924
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The subject matter of the sentences tiicken out in paragrahs -(2)
and- ($) of subdivisions (a), and (b) of O~dtion 403 of the existing law
l
is provided for in section 1200 (c) of the bill.
S on 304: The last sentence of section 404 of the etistin I
which section otherwise is reproduced in section 304 of thee bilK With
only clerical changes, has been omitted as surplusage.
Section 405 of the existing law, which provides for the filing of
a return by the collector, and an assessment of tax thereOn by the
commissioner, in specified cases, has likewise been omitted froin the
bill, since authority for making such returns and assessments is
granted in section 3176, Revised Statutes, which is reenacted with
an amendment by section 1103 of the bill.
Section 305: TJ1Jis section provides, as does section 406 of the existing law, that the estate tax shall be due one year after the decedent's death, and that in cases of undue hardship the commissioner
may extend the time for payment of any part of the tax as determined by the executor for a period not exceeding five years from
the due date. A similar provision for extensions of time in the case
of estate taxes due under existing law has been inserted in the bill
by the con mittee in subdivision (d).
Section 305 (c) : The existing law provides for the same rate of
interest, 6 per cent per annum, upon delinquent estate taxes as upon
estate taxes time for payment of which has been extended. Accordingly, there has been no particular incentive to the taxpayer to pay
the tax on time, or in lieu of payment, to secure an extension. This
has been altered in the bill by providing that the interest upon
amounts, time for payment of which has been extended, shall be 6
per cent per ainnuin from six months after the due date of the tax
to the expiration of the period of the extension. By section 309 the
interest rate thereafter is fixed at 1 per cent a month, the rate likewise specified upon the amounts of estate taxes not paid when due.
These provisions 'will obviously encourage the payment of estate
taxes when dale, or in proper cases, the securing of an extension, to
avoid the heavier interest charges on delinquent taxes.
Section 306: An early examination of the return and determination of the tax by the commissioner which is inferentially necessitated by section 407 of the existing law is specifically required.
Section 307: The term " deficiency " is here defined in the same
language (except for changes necessitated by the differing subject
matter) as in section 273 with reference to tOie income ta.x. There
is no specific definition in the existing Jaw. It is essential to a fair
administration of the succeeding provisions that the scope of the
term should be exactly outlined.
Section 308: The provisions with reference to the assessment and
collection of the estate tax in the bill are similar to those for assssment and collection of the income tax as contained in sections 274276, 279, and 280 and corresponding changes have been made therein
by the committee. The existing law does not expr y require the
examination and audit of the return (seie sc 306 of the bill) and
provides no procedure for the assessment and collection of a deficiency. It will remove much administrative difficulty to set out the
procedure in detail; and it is obviously desirable that this procedure
as to estate taxes should, so far as possible, conform to that as to in-
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Section ;i08 (a),
(c), and (d): Under the provisions of the
bil the taxpayer willI(),be notified upon the discovery of a deficiency
by the commissioner and given 60 days in which to appeal to the
Board of Tax Appeals, provided for in section 1000. If no appeal is
filed, the deficiency as determined by the commissioner wilj be
assessed and collected on notice and demand from the collector; if an
appeal is filed, the amount of the deficiency as determined by the
board will be assessed and collected in the same manner. If the
deficiency or any part thereof is disallowed by the board, it may
only be collected by the commissioner by proceeding in court within
one year after the fnal decision-of the board.
If the commissioner believes the assessment and collection of the
deficiency will be jeopardized by delay, the deficiency shall be assessed immediately. In this event, the taxpayer may, under the provisions of section 312 of the bill, file a claim for abatement with a
bond for payment of the amount assessed, and if such claim is denied by the commissioner, may appeal to the Board of Tax Appeals.
Section 308 (e): No similar provisions for interest uipon amounts
determined as a deficiency from the due date of the tax until the
assessment of the deficiency are contained in the present law. Since
the estate has hadd the use of the amount of the deficiency during this
period, it may fairly be required to pay a reasonable rate of interest
upon it.
Section 308 (f): The commissioner is empowered to grant, with
the approval of the Secretary, an extension of not over two years for
the payment of the deficiency or any part of it. Interest at 6 per cent
per year runs during the period of the extension. The commissioner
may require a bond for the payment of the tax at his discretion.
There is no provision in the existing law for an extension of time
for the payment of the deficiency.
Section 308 (g): There is no similar provision in thepresent law
for the assessment and collection of the 50 per cent addition to the
tax provided by section 3176, Revised Statutes, in case a false or
fraudulent estate tax return is willfully made. The provision, in
addition to clarifying the procedure for the department, will give the
taxpayer the opportunity of an appeal and hearing before the Board
of Tax Appeals.
Section 309 (a): ,In the event that the tax is not paid when due, or
in cage of an extension, is not paid before the expiration of the extended period, interest shall be collected at the rate of 1 per cent per
month until the unpaid amounts are paid. As noted under section
305 (c) supra, the existing law merely provides for interest at 6 per
cent per annum, whether an extension is granted or not, commencing
at the due date of the tax The obvious effect of the increased rate
of interest will be to encourage taxpayers to pay their taxes on time,
or to obtain an extension.
Section 309 (b) and (c): If a deficiency.or interest thereon, or
any addition to the tax under section 3176, Revised Statutes, for
failure to make a return or for a false or fraudulent return, is not
paid within 30 days after notice and demand from the collector,
interest at the rate of 1 per cent per month shall be collected from
the date of notice and demand until it is paid. Amounts covered
by claims in abatement are excepted
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In section 407 of the existing law, provision is made for interest at
10 per cent pler ye`r, b3ginning one month' alter notice andT demand,
uponiamounts of tax found after' 18 months after the cecedent's
death to be due. The proposed provision broadens this provision
to all cases of deficiency, and strengthens it' by increasing the.ratte of
interest to that provided in similar cases in other parts of thl act.
Section 310 (a): Estate taxes shall be assessed within' four years
after the filing of the return, and no proceeding in court' for the
collection of such taxes shall be begun more than 'five years after
the return was filed.
The only limitations upon the assessment and collection of estate
taxes ant present are the general- limitations in sections 1320 and
1322 of their existing law. The-se are four years from the time the
tax became due in the case of assessments, and five tears from the
time the tax became due in case of suits or proceedings for collection. These provisions as now worded have been found particularly
undesirable in the cAse of estate taxes, in view of the fact that if
no returns are filed by estates the department oftentimes hias no
knowledge o6 the tax liability until the periods of limitation, which
run from the date the tax became due, have expired. For these
reasons, it is proposed to start the running of the statute in estate
tax cases from the date the return is filed. In other words,, the
period of limitation will not begin to run until the department hias
information upon which it can proceed to determine and assess the
amount of tax, and, if necessary, institute suit for its collection.
Section 310 (b): This subdivision extends the time within which
an Assessment is required in two cases. The purpose of the provision is to insure the taxpayer a hearing, if he wishes it, in cases in
which a deficiency is discovered just before the period of assessment has expired, and at the same time protect the department in
the assessment and collection of the tax.
Section 311 (a) : A similar provision is contained in the last clause
of section 1322 of the existing law.
Section 311 (b): If a tax has been assessed within the statutory
period, it may be collected by distraint or by a proceeding in court
begun within six years after the assessment.
The reasons for this subdivision are the same as those given under
section 278 (d), supra.
Section 312: These provisions for a claim in abatement by the
taxpayer, in the event of the immediate assessment of a tax whose
collection the commissioner believes will be jeopardized by delay,
have been discussed under section 308, supra. Similar provisions
as to the income tax are contained in section 279 of the bill..
Section:312 (d): Since in cases other than those provided for in
section 312, either the assessment of the tax will be based on the taxpayer's
own,return, or the taxpayer will have had the opportunity
of being heard, there is no reason for permitting a further delay in
the collection of the taxbby the filing of a claim in abatement.
Section 313: These subdivisions are a revision, without substantial change in effect, of the last two paragraphs of section 407 of
the existing law. They provide, in brief, for duplicate receipts to
the person paying the tax; for a determination of the amount of
the tax within one year thereafter upon application of the executor;
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and for the preservation of the lien for estate taxes upon the assets
of the estate except as to such part as has passed into the hands of
bona fide purchasers for value. Subdivision (c) of the House bill
has been rewritten to provide that, if part of th6 gross estate passes
to a bona fide urclhaser for value, the lien shall attach to the consideiation received from suich purchaser by the beneficiaries of the
estate.
Section 316: The section provides for computation of estate taxes
due under preceding revenue acts according to the terms of such
acts, and for their collection in the manner provided in the bill,
except that the period of limitation shall be, in the case of assessment, 4 years, and in the case of proceedings in court for collection
5 years after such taxes became due.
In the HoUse bill, provisions were inserted for a tax upon the
transfer of property by gift. Any annual tax on gifts, such as
that proposed, may be readily evaded by spreading the gifts over a
period of years. For this reason, as well as that such a- tax would be
extremely difficult to enforce, since gifts are ordinarily made between
persons occupying confidential reltionships, the tax would mean
little by way of revenue to the Government. Accordingly, the provisions for this tax have been stricken out of the bill as reported.
TAX ON TELEGIAPH AND TELEPHONE MESSAGES

The tax imposed by Title V of the existing law which was repealed
by the House bill is restored in the bill as reported.
TAX ON BEIERAGES

The tax levied by Title VI of the revenue act of 1921 upon
cereal beverages and other soft drinks, and carbonic-acid gas is
repealed.

CIGARS, TOBACCO, AN'D MANUFACTURES THEREOF
Section 500 (e) This subdivision, which amends the existing law
to provide that cigars may be put up in packages containing 3 and 7
cigars, has been added to the provisions of the House bill.
Section 3360 of the Revised Statuites as amended, was amended
by Section 403 of the House bill to provide that a tobacco growers'
cooperative association should not be regarded as a dealer in leaf
tobacco for the purpose of this section. Under the, existing law dea1l4rs in leaf tobacco are required to keep certain records and nae
certain reports for the purpose of enabling the Treasury Departinent
to check the tax imposed upon the sale of tobacco products by the
manufacturers. If tobacco growers association's, which handle the
major portion of the leaf tobacco produced in this country, are not
required to make these reports, it will result in the loss of a large
amount of revenue to the Government. since there wold be no
method by which the output of the manufacturers could be accurately
checked. Accordingly, the provision inserted in the House bill has
been stricken out
TAX ON
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TAX ON ADMISSIONS AND DUES

Section 600: The tax on admissions imposed in section 800 of the
existing law is change to ap ply only to admissions in excess of S0
cents' An exemption from the tax levied by this title is extended to
admissions the proceeds of which inure exclusively to the benefit of
National Guard organizations, reserve officers' associations, or members of municipal police or fire departments, or their dependents or
heirs.
-Section 601: An exemption from the tax on dues is granted to
local fraternal organizations among the students of a college or
university.
Section 602 (a), (b), and (c): The changes he. sin do not substantially affect the subject matter of the section. Subdivisions (b)
and (c) are the same as subdivisions (b) and (c) of section 602 of
the existing law.
Section 602 (d): This subdivision corresponds to subdivision (d)
of section 502 of the existing law except that the penalty of 5 per
cent on delinquent taxes has been omitted, since experience has shown
that the provision for interest at 1 per cent a month is an adequate
preventive of default
EXCISE TAXES

(1) In section 600 (1) of the House bill the tax upon the sale of
automobile trucks or wagons was limited to trucks and wa.gonsthe
selling price of the chassis of which is in excess of $1,000. X provision has been added exempting from the tax truck and wagon bodies
sold for an amount not in excess of $200. The purpose of the exemption granted in the House bill was to free from tax the truck used by
the small farmer and dealer; for the same reason a light body for
such a truck should be exempt from tax.
Paragraphs (1), (2), and (3) have been rewritten for the purpose of clarity.
(2) The tax upon the sale of tires, inner tubes, parts, and accessories, for the articles enumerated in paragraphs (1) and (2) of
section 700 is reduced from 5 per cent to 2i per cent.
(3) The tax imposed by paragraph (6) of section 900 of the existing law upon the sale of candy by the manufacturer is repealed.
(4) The taxes upon hunting knives, dirks, and similar articles
imposed by paragraphs (8) and (9) of section 900 of the existing
law are difficult to collect and the cost of collection is disproportionate to the revenue yielded and are therefore repealed.
(5) Smoking stands are eliminated from the list of taxable articles
enumerated in paragraph (7).
(6) The taxes imposed by paragraphs (12) and (13) of section
90 of the existing law upon unting garments and liveries are repealed.
(7) The tax imposed on the sale of yachts by paragraph (14) of
section 900 of the existing law is repealed.
(8) Section 904 of the present law is repealed.
(9) X-ray films or plates are excepted from the tax imposed on
photographic films and plates. The use of the X-ray is necessary
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in medical and scientific fields and should not be burdened by such
a tax.
(10) The tax upon slot-device vending machines has been made 10
per cent in all cases, except that if the machine is operated by the!
manufacturer, producer, or importer for profit, the tax is 10 per cent
of the fair market value.
(11) A tax of 10 per cent has been imposed upon mah jong sets,
radio receiving sets, and parts and accessories for radio receiving
sets.
Section 701: The reference to licenses of positive motion-picture
films has been omitted, since there is no tax on such films either in
the existing law or the bill.
Section 703: The penalty of 5 per cent for delinquent taxes has
been-omitted for the reasons given under section 602, supra.
Section 704 (a) : Since dealers frequently dispose of goods under
a form of contract termed a " lease," which in reality is a contract
for a sale with payment by installments, it has been expressly provided that the tax herein levied applies to such transactions.
Section 704 (bi) The exemption from the tax on- jewelry has been
extended to articles used for religious pur poses. The exemption froin
this tax specifically granted by the House bill to eyeglasses and spectacles has been stricken out and the exemption of articles sold or
leased for an amount not 'in excess of $40 has been reduced to an exemption of $25.
Section 704 (d): The 5 per cent penalty on delinquent taxes has
been omitted, as in sections 602 (d) and 703 of the bill, for reasons
there given.
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SPECIAL TAXES

The capital stock tax imposed by section 700 of the House bill and
-section 1000 of the existing law, has been repealed for reasons set forth
in detail in the first part of this report.
Section 800 (1) : The occupational tax imposed upon brokers has
been amended in two respects. Brokers exclusively engaged in
negotiating purchases and sales of produce and merchandise have
been exempted front the $50 tax imposed upon other brokers. The
tax in respect of membership in a stock or produce exchange, or
board of trade has been amended to provide that if the seat or
membership in such exchange or organization has an average value
of from $2,000 to $5,000, the tax shall be $100; if the average value
is $5,000 to $10,000, the tax shall be $150; if the value is in excess
of $10,000, the tax shall be $250. In the House bill a sentence was
added providing that if a person first became subject to the tax
upon brokers after December 31 in any fiscal year, he should pay
only one-half the tax specified for that' fiscal year. Since a general
provision for the prorating of these taxes is contained in section
3237 of the Revised Statutes, the provision inserted in the House
has been stricken out.
Section 800 (5): The tax on proprietors of howling alleys and
billiard rooms, which wasreduced from $10 to -ir each alley and
table in the House bill, has been restored to $10.
:3imilar to that
Section 800 (8): This paragraph imposes a
imposed by section 1001 (11) of the existing law with the exception
that the bill proposes to exempt from the tax automobiles used exclusively for conveying school children to and from schools.
.
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The bill proposes to repeal the occupational taxes imposed by
paragraphs (5), (6), and (7) of section 1001 of the existing law
upon the proprietors of theaters, circuses, and other public exhibitions.
STAMP TAXE8

Section 901: The change herein, with reference to the exemption
of building and loan associations, is to make the language conform
to the exemption provisions of section 231 (4) of the existing law
and bill.
Schedule A: (l) Paragraph 4 of schedule A of Title XI of the
existing law imposes a stamp tax of 2 cents for each $100 in value
on eac Isale, agreement of sale, or agreement to sell produce on
exchange. The bill proposes to reduce this tax from 2 cents to
1 cent for each $100 in value.
(2) In the House bill the stamp tax imposed in the existing law
upon drafts, checks, and promissory notes was repealed. This tax
hits been restored in the bill as reported.
(3) The tax upon playing cards imposed by paragraph 12 has
been increased from 8 cents to 10 cents per pack.
TAX ON EMPLOYMENT OF CHILD LABOR

This tax imposed by Title XII of the existing law has been repealed, since the corresponding provisions of the revenue act of
1918, reenacted in the revenue act of 1921 without change, were
held invalid by the Supreme Court of the United States in Bailey
v. Drexel Furniture Co. (1922) (259 U. S. 20).
BOARD OF TAX APPEALS

The House bill provides for the establishment of a Board of Tax
Appeals, members to be appointed by the President, with the advice
an(d consent of the Senate. The board is to act independently not
only of the Bureau of Internal Revenue, but of the Treasury
Department. The taxpayer has the opportunity of appealing to
this board before paying the amount of any additional assessment
if he has not had the opportunity of being heard before the assessment was made. The contentions of both the taxpayer and the
Bureau of Internal Revenue will be heard and considered and the
decision of the board will be conclusive on both parties on the question of assessment.
In the event the decision is against the taxpayer, he will he required to pay the tax according to the assessment and have recourse
to the courts for the recovery thereof. If the decision is against
the Government it will likewise have recourse to the courts.
Provision is made in section 1000 (h) for the board and its divisions
to sit locally at an, place in the United States which the chairman
may designate, so that the taxpayers may appear with as little
trouble and inconvenience as possible.
In the bill as reported, subdivisions (a), (b), (f), and (h) of section 900 of the House bill have been rewritten. Instead of a board.
varying in number from 7 to 28 in the discretion of the President,
provision is made for a board of 7 members, so appointed as to secure
rotation in office, and an additional number of members not exceeding 21, to serve only for the first two years after, the enactment of the
act. The salary of the members has been restored to $10,000. In
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lien of the provision of the House bill that no member of the board
shall be permitted for two years after ceasing to be a member to practice before the board or the Treasury Department, or be connected
with any firm so practicing, it is provided that no member of the
lbord shall be permitted to practice before the board or any official of
the Bureau of Internal Revenue for two years after leaving office.
The provisions for securing the attendance and testimony of witnesses, the taking of depositions and the production of books have
been made more explicit. The allowance for subsistence while traveling on duty and away from their designated stations, which was not
to exceed $7 in the House bill, has been changed to not exceeding $7
in the case of members and not exceeding $4 in the case of employees.
Finally, the board is given authority to appoint employees, and to
make necessary expenditures for materials and services, in the event
that such expenditures are not suitably provided for by the Secretary
of the Treasury.
GENERALADMINISTRATIVE PROVISIONS

Section 1102 (a): With slight changes in verbiage, this subdivision comprises the latter part of section 1300 of the existing law.
Section 1102 (b) : This subdivision, which empowers the coinmissioner to require returns or statements under oath, as well as
the keeping of records, supersedes section 1307 of the existing law.
The two substantial changes are a grant of authority to the commissioner to require such statements to be under oath and to require
the keeping of records. Under the existing law, many taxpayers
evade the payment of any tax by keeping no records, in cases where
there is not sufficient evidence to ground a conviction for fraud.
The proposed changes will assist in discouraging such tax evasion.
Section 1102 (c): The last paragraph of section 1303 of the existing law has been here amended, as is required by the changes in numbering of the titles.
Section 1102 (d): A specific provision has been inserted providing
that oaths required by the provisions of this act may be administered
by any officer authorized to administer oaths for general purposes
under
thelaws of the
wherein such oathis administered.
Section 1103: In the bill, returns under Title II (income tax)
are excepted from the cases in which thecollector may grant addltional time for filing a return. Since other extensions relative to the
filing of income-tax returns are granted by the commissioner, the
confusion caused at present by the granting from two different
sources ot extensions for filing the same kind of returns will be
obviated by the change.
Section 1106: This section reenacts the provisions of section 1312
of the existing law, with the omission of the requirement that such
final determination and assessment, in cases in which the tax or
penalty was paid inwhole, shall only be made if it was paid without
protest. Since the payment of the tax with or without protest does
not necessarily affectthe desirability of making such a final agrement, itis desirable to eliminate the words " without protest " from
the section.
Section 1109 (a) and (b): These provisions place a limitation
upon assessments of four years and upon court proceedings for
collection of five years from the time the taxes became due, except

jurisdiction
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for the special cases provided for in sections 277 and 278 as to the
income tax and 310 and 311 as to the estate tax. In case of a failure
to file a return or a false or fraudulent return, or a willful attempt
to defeat or evade the tax, the tax may be, assessed at any time..
Substantially similar provisions occur in sections .1320 and 1322
of the existing law.
Section 1109 (c): In the House bill this subdivision authorized
the collection at any time thereafter, by distraint or by a proceeding in court, of a tax assessed within the period prescribed in subdivisions (a) and (b). In order to protect the taxpayer further a
period of limitation of six years after the assessment of the tax:
has been placed upon proceedings in court and distraint for its collection', as in the similar sections relating to the income and estate
taxes, sections 278 (d) and 311. (b).
Section 1109 (d) This subdivision has been rewritten to make it
clear that the section does not authorize assessments or distraint
proceedings already barred by the existing law, or apply to assessments or distraint proceedings already begun under the existing
law.
Section 1110: This section, which was embodied in section 1321
of the existing law, has been amended to provide that the period of
limitations in the case of prosecutions for offenses involving the defrauding or attempts to defraud the United States shall be. six years.
With this amendment, the section will correspond to the general
statute of limitations upon prosecutions for offenses not cap..ail.
Section 1112: Subdivision (a) has been changed only- by specifically excepting the cases provided for in section 281 of the bill,
in lieu of the present exception of those provided for in section 252
of the existing law. Section 281 of the bill, with reference to refunds of income taxes, corresponds in subject matter to section 252
of the existing law; the changes in its provisions are noted under
section 281 supra. The exception has also been reworded to remove
the doubt which now exists as to whether or not the provisions of
section: 3228, Revised Statutes, apply in any event to income taxes.
Subdivision (b) of the House bill, which has been rewritten, excepts from the operation of the section claims for credit or refund
filed prior to the enactment of this act, and allowable under the existing law.
Section 1113: The act of May 12, 1900, here referred to, fixes the
period for redemption of stamps at two years. -In order to remove
any doubt whether the general provisions of section 3228, Revised
Statutes, providing that claims for refund of any internal-revenue
tax shall be presented within four years, applies to the redemption
of such stamps, and to make the period of this limitation correspond
to others in the bill, this specific provision has been inserted.
Section 1114: The provisions of section 1318 of the existing law
have been amended to provide that after the enactment of the bill
it shall not be a condition precedent to the maintenance of a suit to
recover taxes, sums, or penalties paid, that such amounts, shall have
been paid under protest or duress. The fact protest was nide has
little bearing on the question whether the tax was properly or
erroneously assessed. The making of such a protest becomes a formality so far as well-advised taxpayers are concerned, and the re-

INTERNAL REVENUE BILL OF 19445

quirement of it ma;y operate to deny the just claim of a taxpayer
who was not well informed.
Section 1115: Section 3225 of the Revised Statutes as amended was
repealed in the House bill. The bill as reported make it clear that
this repeal shall be retroactive to all revenue acts sibce 1916. This
section provides that if a collector or deputy collector believes a
return was; faL or fraudulent or contained an understatement or
undervaluation, a second assessment shall not be refunded or recovered by suit unless it is established that the return was not willfully false or fraudulent or that the understatement or undervaluation was not willful.
If the taxpayer is legally entitled to a refund, the opinion of the
collector as to his animrus at the time he made the original return is
hardly pertinent. Moreover, adequate penalties for braud are provided in section 3176, Revised Statutes, and section 275 of the proposed draft. (See sec. 1103 of -the bill; sec. 1311 of the existing law.)
Section 1116: Section 3187 of the Revised Statutes now provides
for the collection of taxes 'by district of the " goods, chattels, or
effects, including stocks 'securities, and evidence of debt of the person
delinquent as aforesaid," with specific exemptions. -he proposed
amendment is to insert " bank accounts " after "securities."
The purpose of the amendment is to facilitate the collection of
taxes by making it clear that bank accounts are included in the
classes of property which are subject to distraint.
Section 1117: The provisions of subdivisions (a), (b), (c), and
(d) provide a more adequate system of penalties than was contained
in the House bill. By subdivision (a) a person failing to keep
records or supply information as required by the law or regulations
thereunder is made liable to a penalty of not more than $1,000. A
somewhat similar provision which was not reenacted in the House
bill was contained in section 1302 (a) of the existing law, except
that the penalty-therein applied also to failure to pay, collect, account
for, and pay over the 'a. Expei'ience has shown that the addition
of this penalty to the other penalties provided by law for such failure is usually disproportionate to the offense; but it is deemed desirable to retain some penalty for failure to supply requisite infornation, in order to assure -the'keeping of records and the prompt filing
of information returns.
Section 1117 (b) and (c): These subdivisions correspond to section 1017 (a) of the House bill, with the following changes. The
penalty provided in subdivision (b) of the bill as reported applies
to a willful failure to comply with the requirements of the law
therein set forth; in the House bill, the penalty applied fto a willful
refusal. Willful failure to collect, account for, and pay over any tax
imposed by the act, or a willful attempt to evade such tax, has been
made a felony, with a fine of not over $10,000 and imprisonment for
not over five years, or both, instead, of a misdemeanor, as in the
House bill, subject to t fine of not more than $10,000 and imprisonment for not over one year, or both. A willful attempt to defeat the
tax or. the payment thereof has been added to the list of offenses
specified in subdivision (c).
Section 1117(d): This subdivision, which was not contained in
the House bill,. provides a penalty for the offense of aiding in the
preparation, presentation, procurement, counseling, or advising of a

MtNIFfAt, RBEV1NUE BILL OF I94

false or fraudulent return, affidavit, claim, or document authorized
required by the internal revenue laws. It is designed to. discourtig specifically .the presentation of false returns and claims jto
the depart ent.
Section 11l7(e): This subdivision corresponds to section 1b17(b)
of the House bill, except that, as in subdivision (b), the penalty
attaches to a willful failure to perform the required acts rather
than to a willful refusal, and a willful attempt to evade or defeat
the tax or its payment has been specifically added to the list of
offenses.
Section 1119: Interest on the amounts of refunds is allowed at the
rate of d per cent, per annum from the date of payment to the date of
allowance of the refund; or in case of a credit either to the due date
of the amount against which the credit is taken, or if the credit is
taken against an additional assessment, to the date of the assessment
of that atihount.
Under the existing law, there are similar provisions in subdivision
(a) of section 1324, There is one principal chlange; The elimination of the requirement of a, protest,' or ofIthe filing of a claim
for refund or credit as a condition precedent to the allowance of
interest, .If the amounts in question were not legally owing to
the Government, it is equitable that the Government should pay
a reasonable rate of interest during the period of their retention;
and the fact of protest or a claim does not affect the merits of such
an interest payment.t
Section f12.1 1) and (d): The provision which was here made
for the issuance of A receipt by a collector for all taxes other than
stamp taxes in the House bill has been amended to apply to the
income tax, as in section 251 of the existing law. Section 37 of the
act of IAugust 27, 1894, which is repealed by subdivision (d), contains ike' provisions as to taxes other than stamp taxes.
Section 1123: Thle changes in numberin are to relate the rovisio'ns of the section to the titles of the bil¶ corresponding to those
of the existing law.
Section I.1;-;. In subdivision (a) the provisions of section 3207,
Revised Staildtes, are reenacted, with a single amendment made necessar by the abolition of the circuit courts of the United States.
Subdivision (b) is a new provision, designed to afford to a holder
of a lien prior in time to that of the United States. for taxes a method
of procedure for clearing the title to the property. The interests of
the United States are 'protected by provisions for notice to the commissioner, which will give him an opportunity to enforce the lien for
taxes as provided in subdivision (a), if he desires. At the present
time, in cases.in which the lien prior in time to that of the United
States equals or exceeds in amount the value of the property, there is
no method whereby the lien for taxes may be discharged without payment. Although the lien may thus be valueless to the United States,
it remains a cloud on the title which the prior lienor is powerless to
remove. The subdivision gives the lienor a remedy in this case.
or

LEGISLATM DRAl4lnXG SERVICE

Section 1201: This section amends the organic law establishing the
legislative drafting service contained in section 1303 of the revenue.
act of 1918. The amendment provides for compensation of the two

47
draftsmen upon the same basis as other Government law officers.
IT~hf1 is accomplished by superseding-the existing statutory salary
by a' provision that the positions of draftsmen shall be allocated to
the appropriate grade under the classification act of 1923 by ioint
action of the President of the Senate and the Speaker of the House
and that the salary of the Senate draftsman and the House draftsman shall be fixed within that grade by the President of the Senate
and the Spaker of the House, respectively. The amendment will
result in an increase in the salary of the two draftsmen, inasmuch as
the solicitors of the departments and independent agencies in the
executive branch of the Government have been placed in grades
6 and 7 of the professional and scientific service. The compensation
in the case of grade 6 is fixed between $6,000 and $7,500, and in the
case of, grade 7 is fixed at $7,500 or more if specifically authorized
by law. The legislative drafting service is a nonpolitical, nonpatronage law oce and the committee believes that it should not
be dealt with on a compensation basis corresponding to that of political appointees of the Congress but rather on one which corresponds
to that of the nonpolitical law offices in the executive branch of the
Government. The amendment in reaching this result removes the
discrimination against the legislative drafting service existing in
favor of the other Government law offices and places both on a
parity.
The amendment also changes the name of the legislative drafting
service to that of office of legislative counsel. It is believed that the
latter name describes with greater accuracy the entirely legal nature
of the work required of the service and avoids an ambiguity that
now prevails in the terms " drafting " and " draftsman. By the
terms of the amendment the legislative counsel are given the use
of the penalty envelope for the official mail matter. This privilege
is not now available to the service because the wording of the existing law relating to such privilege is capable of an interpretation
which extends the privilege solely to officers of the Government
appointed by the President, and does not include those few officers
who by law are not a part of the Congress but yet are within the
legislative branch of the Government and are appointed by heads
of that branch of the Government.
INTERNAL REVENUE BILL OF 1924

GOVERNMENT ACTUARY

Section 1202: This section provides for an increase in the salary
of the present Government actuary to $7,500 a year. Recommendations for a substantial increase in salary for the present incumbent
were made by the two preceding Seeretaries of the Treasury and a
similar recommendation has been made by Secretary Mellon. The
salary at the increased rate is limited to the present incumbent and
provision has been made for him because of the exceptional character
and merit of the services rendered by him.
USE OF TEM " ENACTMENT " IN LIU OF " PASSAGE

Throughout the bill the House, when referring to the time the
bill becomes a law, uses the phrase " the enactment of this act " instead of the phrase usually found in acts of Congress, "the passage
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of this act." The committee concurs in t cii;qhange as a more accurate expression. Section 7 of Article 1 of the' Constkution proiWdes
as follows:
Every bfil which shall have passed the House of Representatives and the
Senate, shall, before it become a law, be presented to the President of the
United States; If he approve hle Shall sign it, ttit if not he shall return it,
with his objections to that House in which it shall have originated, who
shall enter the objections at large on their journal, and proceed to reconsider
it. If after such reconsideration two-thirds of that House shall, agree to pass
the bill,' it Shall be sent, together with the objectiotis, to the other House, by
it Shall likewise be reconsidered, and If approved by two-thirds of that
Which
House, it shall becbnie a law. 'But'in all such'cases the votes of both Houses
shall be determined by yeas and nays, and the names of the persons voting
for and against the bill shall be entered on the journal of each House respectively. If any bill shall not be returned ,by the President within 10 days
(Sundays excepted) after it shall have, been presented to him, the, same
shall be a law, in like manner as if he had 'igled It,i unless the Coiliress- by
their adjournment prevent its return, in which -case it shall not be a law.
Under this section a bill may become a lAw in one of three ways:

(1) Passage by both Houses and approval, by the President; (2)
passag6;by both Houqses, disapproval by the President, khd re'agssage
by both Houses by a' two-thir'ds vote;. or (3) phsssge by both Houses
and failure of the President to:: approve or disapprove it within 10
days. The term "passage of this act," therefore, is not correct in the
case of the first or third method, and even in the case of the second
method might be taken to refer -to the' time of the original passage
by both Houses and: hot to the time of repasa'§We Over the President's
veto. The term " approval of this act," while'apiptpriately describing the time the bill becomes a lawv under the first method, is not
accurate ill case of the second or third method. It seems 'to your
committee that the phrase "'enactment of this act" is an accurate
phrase covering the time the bill becomes a law under any one of
the three methods.
An even more accurate phrase than "at the time of the enactment
of this act," and one that is derived from the constitutional provision

above quoted, would be " at the time the act becomes a law." This,
however has not beeh adopted by tie cohiiittee for the reason that
the time an act becomes a law is conmonly confused with the time
the act takes effect. The time of taking efect may ib either subs4
quent to the enactment, at the time of the enactment, or, if a
retroactive provision, prioi to the enatiiie'i. The difference between
the two phrases, while clear, is not readily appreciated by those unfamiliar with statutes and for that reason the committee has retained
the phrase " enactment of this act " in lieu, oA Ahe even more accurate

phrase derived from the Constitution.

SUBSISTENCE EXPENSES

Section 1101 of the House bill, fixing the allowance of expenses

for subsistence while traveling of omcers and employees of the
Bureau of Internal Revenue at not to exceed $7.per day, has been
stricken out.
REDUCTION OF INCOME TAXES PAYABLE IN 1924

In accordance with the general schern9 of tax reduction, Title XIII
provides immediate relief for the taxreiM
by all&vihg a 25 per cent
rduction of the income
to payable in 1924.on IX2 aiable 'income.
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Mr. JONES of New Mexico, from the Committee on Finance, submitted
the following

MINORITY VIEWS
[To accompany H. R. 6715]

The minority members of the Finance Committee, deeply conscious
of the necessity for the relief of the people from the excessive burdens
of taxation, have endeavored to cooperate with the majority of the
committee. in every reasonable way in the consideration and formulation of this belated attempt to reduce taxation. Through
necessities incident to the World War revenue was contributed to the
support of the Government in sums never reached at any previous
time by any nation. Immediately after the signing of the armistice
the party now represented by the minority was then in control of the
Congress and formulated and caused to be enacted the revenue law
of 1918. Anticipating a decrease in the necessary expenditures of
the Government a provision was inserted in that law reducing the
normal tax upon individual income from 12 per cent to 8 per cent and
very materially reduced the excess-profits tax upon corporations.
This action was strenuously opposed by the then leaders of the
Republican Party. T4e Democratic Party does not believe in
taxation beyond the actual necessities of the Government wisely and
economically administered. We believe also that the burdens of
taxation should be so imposed that they shall be borne in accordance
with the fundamental principle of ability to pay. The Republican
Party in its legislation for the reduction of taxation since the World
War has ignored in great measure that basic principle. The revenue
act of 1921, passed by a Republican Congress, which was devised for
the purpose of reducing taxation, in the main materially reduced the
taxes upon those best able to pay and gave but little relief to those
who were less able to pay. The differential or excess-profits tax
upon those corporations, many of which had profiteered during the

INTERNAL REVENUE BILL 1O
P 4

2

war and were continuing to do so, was repealed in entirety. The
financial advisor of the Republican administration, Secretary Mellon
insisted and recommended that tfie higher surtaxes upon irdividuaf
incomes should be reduced from the maximum of 65 per cent to 25
per cent. The Republican majority of the House of Representatives
passed a bill fixing the maximum surtax at 32 per cent on incomes of
$66,000 and above, and this maximum rate was recommended to the
Senate by the Republican majority of the Finance Committee.
On the floor of the Senate, however, this maximum rate was
increased to 50 per cent on incomes above $200,000. Through the
repeal of the excess-profits tax the revenue derived from the profiteering corporations was cut in half while the taxes upon the less prosperous corporations was increased by not less than 25 per cent.
The majority of the committee, urgent importuned by the President
and his Secretary of the Treasury, now again proposes by the present
bill to reduce the maximum surtax from 50 per cent to 25 per cent
without any corresponding reduction in the rate of taxation upon
those who are less able to pay. The differences between the views of
the minority and the majority upon this most important subject of
taxation are fundamental, and the minority registers its earnest
protest against the passage of the bill in the form as presented to the
Senate.
Democratic Party declines to accept responsibility for the
unnecessary and protractious delay in reducing war-tax burdens of
the American people. In May (20), 1919, President Wilson in a
special message to Congress pleaded for the revision downward of
the war taxes. His message was ignored, through partisan feeling
on the part of the Republican Party then in absolute control of the
Congress. Not until November 23, 1921, was an action taken by
the Republican majority when the revenue act of -1921 was passed.
At that time the Democratic minority urged greater reductions
downward, particularly in the normal tax.
The reports of the Congressional Record show repeated efforts on
the part of the minority to still further reduce the taxes at that
time. Had the suggestions of the minority been accepted the discontent so prevalent for the last few years over the excessive tax burdens would have been greatly minimized and extravagant appropriations would have been vastly curtailed.

T1ie

BURDENS OF TAXATION

It is the belief of the Democratic Part that in the raising of
revenue for the support of the Federal Government due consideration should be given to the burdens of taxation, including the taxes
imposed by the various States, counties, cities, and other local sub.divisions. In a general survey we are impressed with the important
fact that since the beginning of the World War the taxes imposed
by these various legal entities have necessarily increased to an
enormous extent, and this fact should not and can not be ignored
in framing a law raising revenue for the support of the'Federal Government and that the incidence or actual burden of all taxation
should be profoundly taken into account. For the calendar yeat
1922 the taxes collected by the various States and the District of

3
Columbia, and all other civil divisions of the States having the power
to levy and collect taxes, aggregated $4,224,616,000. Of this total
$3,327,166,000, or 78.8 per cent, came from the general property tax.
Special taxes, including inheritance, income, etc., contributed
$256,647,000; poll taxes, $29,140,000; licenses and permits, $408,271,000; and special assessments, $203,392,000. For the fiscal year
ending June 30, 1923, the revenues of the National Government
amounted to $3,204.,133,000, consisting of customs, $562,189,000;
income and profit tax, $1,691,090,000; miscellaneous taxes, $935 699,000; tax on circulation of natioxil banks, $4,304,000; and Federal reserve franchise tax, $10,851,000. The grand total of all these
revenues from taxation was $7,428,749,000. The rate of property
taxation in the various States and local divisions increased from $1.94
per $100 of assessed valuation in 1912 to $2.81 in 1922, which represents an average per capita increase from $13.91 in 1912 to $32.22
in 1922. Of the total taxes imposed by State, county, and other
local divisions only the $256,647,000 derived from inheritance and
income taxes is collected from those with evident ability to pay.
This amount constitutes only seven-tenths of 1 per cent o the total
taxes collected by these legal entities.
It will further be observed that 78.8 per cent of these total taxes is
derived from general property taxes. A general property tax is supposed to be imposed upon all property, real and personal, but as is
well known, revenue derived from such taxes in actual result is
derived from the taxes upon real estate. It may be observed that
for practical purposes the theory of the general property tax has
broken down. ?This may be illustrated by the history of such tax
in the State of New York. In that State the ratio of the value of
personal property to total property actually taxed under the general
property tax has steadily declined from 25.5 per cent in 1866 to 11.7
per cent in 1900, 4.8 per cent in 1910, 3.9 per cent in 1915, 1.7 per
cent in 1920, and 1.6 per cent in 1921. The actual burden of a tax
upon real estate in the cities and towns is borne by the occupier, and
the taxes upon the farm lands is borne by the farmer. Largely due
to Republican policies and Republicahs legislation, the farmers of the
country are in a deplorable state of financial depression. The prices
of farm products are not fixed by the farmers, but are controlled by
the law of supply and demand in the world markets, and the taxes
upon farmers can not be shifted. In their present financial condition
taxes imposed upon them are in :the main taxes upon capital, and
money must be borrowed with which to pay.
On an examination of the sources of the Federal revenue we find
that substantially all the taxes other than income and profits taxes
are imposed upon the necessities of the people, regardless of income
and even regardless of the ownership of property, and that in the
case of some corporations the income tax is really shifted and is a
tax upon consumption. The income of all the railroads and nearly
all the public utilities is regulated by law. This regulation is based
upon the net amount which may be derived for the use of the stockholders. The income tax imposed upon these corporations becomes,.
therefore, a fixed charge and in this and similar cases enters into the
cost of the service and is ultimately borne by those who avail them-.
selves of such services, and in result may be termed. a. consumption
INTERNAL REVENUH BILL 1O 2
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In tho above no reference has boon made to the actual fec't of tbe
tnrilt or customs duties. In addition to the amount of tho tax re(eived by the Foderal Government, and which is ultimately borne by
t ho consumer, we can not lose sight of the fact that by reason of the
tariff wall theo (omestic producers of manufactured arties fire
enal6lo(I to increase their, prices to an oxtont, to which the statisticians
g(norally agree, of about $3,500,000,000. This enormous sum is
indirootldy inip)OSO(I as a burden. upon the necessities of the poople
felrt(lloSs of ability to pay. Invisible property and wogt
an(l wtollro
a1huost, z tlsrofyoapos taxation except for th' very meager portion
Whic01h is (Idrive(1 througl1 the tax upon not incomes and not pirocts.
It' mly 1)0generally stlid that ill the burd ens of taxation, except those
(loriledl from net incomesn and not profits and inheritances, are shift04
to the cowiumetsa consumllption taxes and the only taxes imposed
upon t0h vast invisible wealth of the Nation is derived from these
sources. The 1)omocratic minority, therefore, in insisting UpOn higher
surtaxes thatn proposed by tle majority is not imbued with any (1esire or purpose to "soak the rich,' but profoundly believes that invisil)le wealth, the prosperous and those witlh real ability to pay
should boar a greater share of the burdens of Government.

It must be borne in mind that the Democratic proposal on the high
surt axes reduces greatly the rates carried in the present law, an( the
rates carried in thle Domocratic proposal on incomes not greater than
$s7,000 is much loss than the proposal of tho Mollon plan, an(l above
thit amount, they are carried on a scientific and eq 'ital le basis on
the theory that the very large incomes are better able to bear the
burden and that tho individual having an income of over $500,000
should piay a greater percentage of tax than the iman with $100,000.
PROVISIONS OF MAJORITY BILL

We deem it !unnecessary in our report upon the bill to do more

than refer briefly to a few of the most important provisions. Some
chaanges have 1)be0n made in the excise taxes which we deem it unneceCsary to discuss here. It is proposed by the majority to repeal the
tlxes im posed by the present law upon cereal beverages and other
soft, drinks, candy, hunting knives, dirks, smoking stands, hunting
garments, and liveries. Some new excise taxes are to be imposed
and a few other excise taxes have been reduced. The imposition of
the excise tax was controlled by the majority and the minority does
not deem it necessary to take any other position in this brief report
than one of general policy of disapproval of all special excise taxes
originally imposed for raising war revenue.

INDIVIDUAL INCOME TAXES

In the consi(leration of this subject there are three important
to be examined. These are the exemptions, the normal
tax, and the surtaxes. The general exemptions to unmarried
persons, married persons, and married persons with dependents is
not proposed to be changed from existing law. A very important
change, however, is now introduced by proposing a special. exemption
on account of earned incomes. We of the minority agree to the
general principle that earned income within reasonable itations

provisions

Table: Earned income provision- Senate bil
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should bear, a, iess portion of the tax than incomes derived from investments. We believe, however, that, provisions for this recognition
should not peiinit an individual with a large income to receive a
greater advent ago than an individual with a lesser income. The
Fill in this rospoCt really carries what might be termed "a joker."
An individual with a large income is permitted a reduction from his
total tax of an amount, much greater than the individual with a small
income even where the earned income of each is the same. We
present, herewith a table showing the result of the earned income
provisions of the Senate bill as applied to various brackets of income:
Earned income provision--Senate bill
Tax, single person
Income

Not
earned

$10,000

earned

-...--1$120
$90. 60
r1 00(L420
10,000 -315.00
$16,000-.810
0---------------76.700
W
$20,000 -1,320
1,165.00
$5i000°0.( -- ---------------6,740
6, 403. 00
1
0
19, 900 19,402.60
$200,000-60,
.900M 60,26.3.76
$500,000 - ...........
143,900 143,180.60
. . .
$1,000,00-0
........--....-2 98,900 298,152. 75
-----------------------

I

Tax, married person

Saving
$29. 60
105. 00
135. 00
165. 00
337.00
497. 00
636. 25
719. 60
747. 25

Not
earned
$76
360
760
1,260
,680

$10,000

earned

1 $56. 2
270.00
625.00
1, 102. 60
6, 340. 00
19, 344. 00

19,840
60,840 60, 204. 60
143,840 143,120.80
298,840 298,092.90

Svn
ing

$19. 76
90.00
126.00
167. 60
334. 00
496. 00
635.50
719.20
747. 10

All earned

That is, the $10,000 earned-income provision helps the $10,000
single man $105, and the $1,000,000 man $747.25, or over seven

times as much to the $1,000,000 man, although each have the same
$10,000 of earne(l income.
As to a married person, if head of a family the $10,000 man saves
$90 in tax and the $1,000,000 man $747.10 or over eight times the
saving to the $10,000 man.
The larger the income of the taxpayer, under this provision, the
larger the reduction in tax on the same amount of earned income.
The means employed for granting this favor to the larger income
is found in the provision that the 7$10,000 of earned income is assumed to have paid not the tax of the lower brackets, nor of the
higher, but of the mean, depending upon the income of the taxpayer.
'J'lTe minority will present an amendment to the bill eliminating
this unjust inequality. The so-called Mellon plan, indorsed by the
President, provided that there should be a reduction of 25 per
cent in case of earned income regardless of the amount of such
earned income. Recognizing the fact that through large salaries
and large directors' fees many individuals would be able to receive
all excessive reduction on account of so-called earned income, the
House of Representatives provided that the reduction should not
apply to earned income in excess of $20,000 and the Finance Committee proposes that the limitation shall be reduced to $10,000.
The bill as reported by the majority proposes to reduce the present
normal tax upon the first $4,000 of net income from 4 per cent to
3 per cent alnd upon the remainder of the income from 8 per cent
to 6 per cent, TUc minority members of the committee will propose

Table: Comparative table showing amount of tax reduction from the present law under the Mel on and Sim ons plans- mar ied man, no dependents, and first $5,0 0 considered as earned, the balance as unearned
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an amendment fixing the normal tax at 2 per cent on the first $4,000
of net income, 4 per cent on the next $4,000, and 6 per cent on the
remainder of the net. income.
The Itouse of Representatives and all the members of the Finance
Committee concurred in the view that no surtaxes should be levied
except 1pon incomes in excess of $10,000. The majority of the
Finance Committee with respect to bo-tirnmal and surtaxes adopted
and now proposes to enact into law without change what is known
as the Mellon plan. In the opinion of the minority this plan provides for an excessive reduction of the taxes of those having larger
incomes and does not afford sufficient relief to those having lesser
incomes and less ability to pay. The difference in the effect of the
proposal of the majority ol the committee and the minority will
appear by an examination of the table which follows. irrhis table
shows the reduction in taxes from the present law of a married man
with no dependents and with the first $5,000 of all income to be
deemed to be earned and the remainder unearned.
Comparative table showing amount of tax reduction from the present law under the
Mellon and Simmons plans-married mnan, no dependents, and first $5,000 considered as earned, the balance as unearned
Net income
$3,000

Mellon plan Simmons plan

$8.75

.

25
$4,000---2.
43. 75
$5000-...
.....

.
a 60
$6,000 .
50
$7,000--2.
50
-

152
18650
$10,0(00
,
- ....
$12,O000
2 0
$12,00..-;242.50
$14,000-062'50
362.60
$16,000 --422. 50
$18,000---------

$9,000

482.60
$20,000--------$22,000 -5-------62.60
642.50
$24,(000--------722.50
$26,000 ...-.-.-..
802.50

$S8,00o0------$32,000--------- 982.60

$30,000-88250

Net income

$12.50

Mellon plan Simmons plan

,000 .--.
37.50 SO,000
- ......
82.60 $38,000
102.60 $4,000
162.50 4,000-.
22.60 $,
312.50
0
$50
382
50 .$803tZ"
482.60 $70,000
642, $0,00
2
82250 $0000-.........
-

-

.

1,062.50
1,222.50

1,12.160

1, 322 60
1422. 60
,G
1, 82. 60
1,26
62,982.60

4,322.60
5,982.60
7,982.650

1, 442. 50
1,562. *0
1, O32.650
1, 802. 60

1,942. 60
22.60
2,0260

3,262.60
3,602.60
4,162560

t1 50
6,3.02.60

702.150
8250
902.60
1, 00 50

$100,000
-....... 22,822.650
10,322.60
$150,000D-------$200,000
-....... 35,82-2.60
$300,00062,822.60

7, 622.60
14,022.60
21,022.60
60
36,022.

1, 202. S
1,302.50

$1,000,000 -25, 82 50

121,02 50

1,102.50 $500.00

116,822.0

61 022.60

It has been generally recognized that the law should provide for a
more simple Method for calculating the amount of the surtax upon
any given income. The minority in an amendment which is appended
hereto proposes to fix the actual amount of the surtax to be paid upon
the income specified at each of the brackets and a percentage which
shall be imposed upon the amount of the income in excess of such
bracket ancI the percentage at which the excess shall be taxed.
The minority also appends hereto several tables, showing by comparison the different results to taxpayers under the present law, the
Finance Committee bill, and the minority amendment. (See tables
in appendix.)
Under the plan proposed by the minority there Will be a loss of
revenue from the Mfellon plan amendment of the majority on account
of the normal tax amendment an estimated amount of $38,000,000
and a gain over the majority amendment in surtaxes of $41,000,000,
making a net gain in revenue under the minority proposal of

$3,000,000.

Table: [No Caption]
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The Secretary of the Treasury, supported by perhaps the most
extensive propaganda over known for general tax reduction, has
eohibitcd as his chief concern a reduction of from 50 per cent to
25 per cent the maximum surtaxes,
It is insisted that the high surtaxes are being evaded by transferences of investments into tax-exempt securities. That this is
being done to any material extent is not considered by the minority
to be in accordance with the facts. The only official data upon this
question can be found in the report giving the statistics of income of
lecedents' estates which were filed during the year 1922. In the
year 1922, 12,203 returns of resident decedents were filed in the
Internal Revenue Bureau. The total gross estates amounted to
$2,879,372,168. The value of all tax-exempt securities hold by these
dependents was not sufficient to pay the funeral and administrative
expenlses, as shown by that document. We attach hereto a, table
which gives the facts regarding all of these decedents' estates amounting to $1,000,000 and more.
Invest.
Number Total g
ette
estate
offrtrs
returns

Amount of estnt

$1,000,000 to $1,50000

.

-

111

45
$1,500,000 to $2,000,000
41
$2,000,000 to $3,000,000 ------ ---17
to
00A$000
10
to 000,000
$3,000,000
000,000
7
to
$J,000,000
,000,000
.
$s6000,000to 000,000 -------2
$7 000,000 to $8,000,000 -2
to
.
-----------

$8 000,000 $9,000,0-610
$10,000,000 and over
-------------

Total -251

$170, 125,879
896
90,695,
132,-647,852

66, 713,996
53,685,921
45,489,540
17,624,080
17, 346, 808
97,672, 152
291,937,380
982,839,504

Invest-

Per cent
of estate
tax free

tax
tax Total taxments,
free Gov- meens,
free miuni- free Invest-

4. 16
5. 6
3.78

743
$1,510,051 $5, 664,692 $7, 074, 081
1,807,662 3,214,510
6, 022,

& 77
6.45
5.07
3.3
11.2
10.06
6. 2

6.8

ernmeent
bonds

cipal and
State bonds

2,818,012 10,067,271
4,102,855
991, 424

1,01,795
2,473,443

mnents

12,88&5, 283

6,764,650
3,464,807
2,311,954

37,423
494,99
1,071,178
7,855,610
9,681,658

594,390
1,974, 98
9,834,423
18,114,847

23,960,946 43,081,229

67,042,175

2,274, 631
99, 800
903,760

1,978,813
8,433, 189

The next argument urged by the Secretary of the Treasuiry in
favor of reducing the maximum surtax rate from 50 per cent to 25
per cent is based upon the alleged fact that such high surtaxes
withdraw capital from productive enterprise and tend to destroy
the prosperity of the country. It is clear to even the superficial
observer that the contention of the Secretary is not convincing.
Assuming that the Federal Government must receive a given amount
of revenue, it is difficult to realize the difference in effect upon productive enterprise generally whether such tax comes from a few
large taxpayers or from a large number of smaller taxpaelrs. Moreover, the Government does not retain this revenue in the Treasury.
It is soon paid out and once more enters into the channels of industry.
Upon an analysis of the actual situation it will also appear thaUt the
Secretary of the Treasury is unduly alarmed in his prognostications
and that in his testimony and numerous discussions of this subject
has indulged in much hyperbole. In the latest statistics Upon this
only 2,352 paid a
subject it appears that of the 6,662,172 taxpIayrs
tax upon income in excess of $100,000. Only 535 pid a tax upon
income in excess of $200,000. The total not income of all taxpayers was $19,577,212,529, and of this anmoumt those having
incomes above $100,000 reported only $463,003,351, which constitutes only 2.36 per cent of the total net income. Fdor the same
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year the total tax paid by taxpayers returning a net income in excess
of $100,000 was only $202,217,490. This last amount is the thing
about which the Secretary so vehemently complains. If this amount
were reduced by half the saving to these large taxpayers would
only be $101,108,745. The minority of the committee, therefore,
believe that some other reason must be found for the determined
and uncompromising insistence upon so large reduction in the high
surtaxes, because to them it is inconceivable, that this difference
between the saving of a little more than $100,000,000 to 2,352 taxpayers and the payment of that amount into the Public Treasury
should menace the prosperity and progress of this great Nation.
Secretary Mellon advances the further opinion that the high surtax
interferes with large, hazardous, and speculative ventures. It should
'be recalled that under the present law a special tax of 124 per cent
o1nly is imposed upon gains from investments. In our opinion
experience has-not shown that even the present maximum surtax
'has had the deterring effect which the Secretary imagines. So-called
big business has been exceedingly prosperous during the past year.
Loans of hundreds of millions of dollars halve been made to foreign
governments and buildinI operations during the last year have
I)een. caMried on to an extent never previously Inown. The minority
proposes to reduce the present maximum surtax of 50 per cent to
38 per cent on incomes above $200,000 and to a maximum of 40 per
cent on incomes above $500,000, not because of any supposed deterrin~effect upon large business but because wive earnestly beliove that
all iaxpay~eis are entitled to a substantial reduction whenever the
financial condition of the Government will permit.
Trhe next proposition of the Secretary is that there will be evasions
if the maximum surtaxes are not reduced by 50 per cent. HIe unudertakes to suggest that a maximum surtax of 25 per cent is the 'point
at which evasion will cease. A. number of provisions against tax
evasion have b ;en inserted in the bill as it came from the House and
some additions thereto have been put in by the Finance Committee
notwithstanding the fact that the proposed bill reduces the maximum
surtax to 25 per cent. This proposed method of the Secretary of the
Treasury for saving revenue may be likened to that of one who finds
the full barrel leaking between the staves, opens the bunghole, lets
out one-half the water, and then undertakes to stop the leaks in the
other half. Why not stop the leaks at both ends of the barrel?
Our admonition is, Don't open the bunghole.
Moreover, the Secretary of the rl'reaslury and the j! aj ority members
of the Finance Committee have made no attempt to change the provisions of the present law which afford the greatest avenues of escape
from the high surtaxes. Under existing law the tax, upon corporations is a flat or normal tax of 124 per cent. This has been increased
,by the majority of the committee to 14 per cent. Under this arrangement there is nothing to prevent an individual with an income taxed
-upon the average above 14 per cent thereof from organizing a corporation and transferring to it a,11 his income-producing assets. The
corporation would only pay a flat normal tax and the owner of the
corporation would need to draw therefrom in dividends an amount
only sufficient to pay his actual living expenses. It follows, therefore,
that in the bill as presented there is a direct inducement for everyone
having a net income which would be taxed to him as an individual in
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an amount in excess of 14 per cent to organize a corporation and
vAade the payment of more'than that percentage of taxes. It is true
a penalty against the organization of a corporation for the sole purpose
of evading taxation is included in the present law and increased in the
proposed bill. In actual result, however, such penalty provision has
been and will be for all practical purposes a nullity. The penalty of
the present law has only been applied in one or two cases. The Secretary testified before the committee that corporations were not
being availed of so as to result in a decrease in taxation. Before
another committee of the Senate a prominent attorney from the city
of New York testified that such was generally being done. We
believe that so long as the inducements exist in the law they will be
availed of by interested taxpayers.
In this connection we desire to refer to information from the Treasury Department which has just been made available in response to
Senate Resolution No. 110, which was passed in January of this year.
On examination of the summary of this information we find that out
of a total 'of 78,923 corporations making complete returns for the year
1922, 30,048 of them with a net taxable income of $896,254,485 paid
no cash dividends during the year, notwithstanding the fact that theCy
had an accumulated surplus of $3,954,966,686. 6ne thousand eight
hundred and sixty-seven other such corporations withI not taxable income of $247,802,166 paid out in cash dividends less than 10 per cent
of their net earnings, or only$14,350,718. There were 29,688 corporations making only fragmentary returns which showed net taxable
income of $1,197,500,436 which paid out in cash divi'ends only
$249,459,248. The total number of all these corporations reporting
net taxable income was 109,313. The amount of the total net taxal)le income was $6,586,744,764 and the total cash dividends was
$3,031,324,385, showing that the total amount of cash dividends paid
out by all these corporations only averaged 46.02 per cent.

Table: Grand sum ary of al industries

Grand

summary

of aU industries

I

,NePt taxable
ho
Cash dlvioror
roI Ie
Number Ir~ome(*rose
o (,
i
Income
les
dends paid
Of
3a
the
deductions
during
returns
orteanys aredefined in jutet:r
year
made
therein
reneact)
A. Returns showing schedules completeIy filled out:
1. Corporations reportln( both net taxable income and net book profit
for theo year snd
cash dividendsPer cent of cush dlvidends to net book profitLess than 10 per cent -------------10 per cent and leas than 20 per cent
20 per cent and 2ees than 30 per cent
30 per cent and less than 40 per cent_
40 per cent and less than 50 per cent
50 per cent and less than 60 per cent
60 per cent and less than 70 per cent
70 per cent and less than 80 per centlOper cent and lees than W0 per cent90 per cent or more - _
Tota2
_2. Corporations reporting both net taxable Income and net book profi
but not paying cash dlvldends ---

g

I
_ _
II

i dends
Stock dvi- I Surplus and i Capital Imdistrib- undivided
_

defcit at
uted during profts at lose; dose
of th
the year
of tbe year
Yew

I

t~~~~~~~~~~~~~~~~~~~~~~~~~

I-'

paying

-

-

-

-

- ----_

1,887

247, 802, 186 $252,261, 831
$14,350 718 *117,829,99
6W, 557, W8
415,339,961 428,189,448
85,354,962
198,552 877 1, 111, 162, M5
503,451,428
3895, 259 1 M,,232,46 1
147,488,338
597, 33, 33
202, 788, 375
580,131,737
417,958,803 1,447,099,403
585~,Mg, 799
226, 579,485
5,780 286
505,359,410
210,750,885 1,619,37 020
408,017,131
453, 5 364; 250,8.5,041
149,517,425
519,291,242
516,93,8661 270, 34, 415
118,7127 1,783,237,1141
250 173,896
4
253, ss 588
18, 242, W3
72,574, 596 .1 0176, 737,;
25f, 70 902
3,211
331,10O7,832 1 27L 2Y2, 979
51,817, 96 1,
743,314
14,537
70,963, 683
W%2 7-17,216S 1, 121,05, 301 82329k370 3, 21,729, 146
6986F571
0432 4724
48,875
2,76k068217 ,547,827a,36W 1, .10,446 10
8 5w,133
30, 048j 896, 24,46
78,92 5,384914917 5,619,585,79 2,0.3,86,&217
75,6T,306 S9,0&54WM
3, 3.57
4,357
4, 732
4,748
4,640
3,937
3,491

Total(1 and 2)_
_.
__
3. Corporations reporting net taxable Income, although book lows, but
paying cash dividends
332
4. Corporations reporting net taxable Income, although book loss, and
not paying cash dividends
370
__ ___
_--_- _
Total (3 and 4)---_---------------------- .702 1
Total returns showing scheles completely filled oute
79,825 1
-

-

-

-

_ ~

SL OK 2
1,863,804
6, 417, 09
1, 890 A-%

51, 946
1478,76
=

L
1,79,920M
13,0
70
11,835, 1
8,301,815
9k WO
19,662,740 __15,000
123, 27, 01
536046
8,316,815
221,339s,212 1441,75
24,359,411 1 21,47, 791 18, 7K90
5S,38.24328 2 5X008,002f 2781, 8& 17 2,M, K121-11,27460 15491851T
B. Returns showing schedules incompietely filled out-Data fragmentary,
excepting the item of net income __ -__ -__ -___ -_-__
29 M68- 1,197,
50 4
-__-_
7i
2494, 2,8 4382,
Grand total
_
313
___------_-__---1
I
ko634
,
85K774,76i..
0______
35t2,938,7,915
--

--

-

-

Net book ls for year.
Book profit leas book loss.
Not ascertained due to inadequacy of data.
4 Total reported on returns incompletely filled out.

I
2
I

-

----

------

'4

a,65K9 C
48, 56 4277
74,147,81

~-,.

18,396,41
7, 96,000

z

r*

I
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TAXES ON INCOME OF CORPORATIONS

Under the revenue act of 1921 all the excess-profit taxes upon
corporations were repealed and the normal tax increased from 10
per cent to 12 per cent. In lieu of the corporation tax of $1 per
thousand on the value of the stock in corporations the majority of
the committee proposes to increase this normal tax to 14 per cent.
In the view of the minority such a tax upon corporate net incomes is
unjust and inequitable. It wholly ignores the principle of a graduated
tax in proportion to real ability to pay. The property of a corporation
belongs to the shareholders and any tax upon corporate net income is
a tax upon the shareholders in proportion to the number of shares
owned by each individual. A corporation earning a small income
under the proposed bill is required to pay the same rate of tax as a
corporation with larger income without any regard to the magnitude
of the income. Moreover, there are many corporations, including
railroads, where the amount of the net income is regulated by law.
There are other large industrial corporations with large capital and a
large number of shareholders which are earning only a modest return
upon the invested capital. All the shareholders of such corporations
as to their interest in the corporate income are taxed at the same
rate as the wealthiest taxpayer in the entire country. Also, it may
be observed that the Federal Government has outstanding about
$18,000,000,000 of bonds the income from which is only exempt
from the normal tax.
Inasmuch as the entire tax on corporations is designated as a
normal tax, the result is thit all the outstanding securities of the
Federal Government are wholly exempt from taxation if owned-by
corporations. This gives to the corporation an undue advantage
over the individual taxpayer in the ownership of Federal securities
of this vast amount. The result has been most disastrous 'to the
revenues of the Government. During 1923 the Federal Government
received taxes on less than $40,000,000 of interest out a total of nearly
$1,000,000,000 actually paid by it. Upon this $40,000,000 the
Government collected not in excess of $5,000,000 tax. Neither the
Secretary of the Treasury nor the majority of the Finance Committee
has been willing to make any change in this law. It would seem,
therefore, that before anyone connected with the administration
should denounce the issuance, of tax-exempt securities by the States
he should first suggest such change in the law as would permit the
Federal Government to tax Federal securities in accordance with
the intent of the law which authorized their issuance.
The majority of the committee upon a roll call decided against any
kind of a system of graduated taxes upon the income of corporations.
ESTATE TAX

The House of Representatives made no change in the plan of the
present tax upon estates, but increased the rates to a maximum of
40 per cent. The majority of the Finance Committee proposes to
repeal the rates made in the House of Representatives and retain the
present law. The minority is of the opinion that the present law is
inequitable and based upon a wrong principle. The descent of estates
of ecedents is regulated by the laws of the various States and many
of the States have imposed taxes upon the body of the estate regardless of its descent. We believe that the tax upon the descent of property for the purposes of Federal taxation should be imposed on the
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basis of the income to the beneficiary. Much has been said against
any taxation by the Federal Government of such estates an: it is
contended that this source of revenue should be left entirely to the
several States. In our opinion the Federal Govetrninnt should
impose its tax upon the net income of the individual beneficiary
After deducting All estate and inheritance taxes im osed by the vaiibus
States. This plan would carry into this field of taxation the principle of a gradiilated tax in accordance with ability to pay. Under
the present law the rate of taxation is the same whether there be one
or many beneficiaries. This is unjust.
PUBLICITY OF TAX ADJUDICATIONS

Controversies between the Government and the taxpayers extending into many thousands and involving revenue of many hundreds
of millions of dollars are required to be annually adjudicated. So
extensive is this work that the Treasury Department has asked the
Coness to provide for several boards of appeals to finally determine
thousands of accumulated undisposed of cases and establish a lesser
number of permanent boards to finally review the current conitroversies. Under the present practice all of these adjudications
are made Xin secret. An opportunity is afforded for favoritism, arbitrary action, fraud, and collusion. That such opportunity has been
used is evidenced by the fact that more than 500 employees have
been discharged from the Internal Revenue Service because of their
having been guilty of one or more of these offenses. The majority
proposes that all records and proceedings of the .Internal Revenue
ureau shall remain secret as in the past. To the minority it seems
inconceivable that ally controversy existing between the Government
and a tax ayer should be adjudicated and finally determined in. a
star chamber proceeding. Thle minority will, therefore, propose an
amendment to the bill which will provide that all such proceedings,
records, and evidence in connection therewith shall be public.
CONCLUSION

The minority believes that the bill proposed by the majority is
law will
fundamentally defective, unscientific, and if enacted into
vitally affect the basic principle of progressive income taxation.
Viewing it in the perspective one must conclude that it was desigiied
to relieve the few at tle expense of the many. Those who bear the
chief burdens of Government through indirect taxation and also
contribute of their meager incomes are afforded but slight relief,
while those of the greatest wealth and who contribute relatively
inconsequential sums by way of consumption taxes and the support
of the States and other subdivisions of the Government are to have
their contributions to the Federal Government reduced by one-half,
and through the use of corporate entities get a further reduction of a

much greater a . ount.

FURNIFOLD MCL. SIM.MONS.
ANDRIEUs A. JONES.
PETER G. GERRY.
JAMES A. REED.
DAVID I. WALSH.
PAT HARRISON.
WILLIAM H. KiNG.
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APPENDIX
AMENDMEN'T Intended to be proposed by Mr. Simmons to the bill (H. R. 671,5) to reduce and equalize
taxation, to provide revenue, anI for other purposes, viZ: On page 31 beginning with line 14, strike out
all of subdivision (a), section 211, arid In place thereof insert the following:

SEC. 211. (a) In lieu of the tax imposed by section 211 of the revenue act of
1921, but in addition to the n6rfiial tax imposed by section 210 of this act, there
shall be levied, collected, and pai( for each taxable year upon the net income of
every Individual a surtax asfdollows:
Upon a tnot income of $10,006 there shall be no surtax; upon net incomes in
excess of $10,000 and not in excess of $14,000, 1 per centum of such excess.
$40 upon net incomes of $14,000; and upon not incomes in excess of $14,000
and not in excess of $1t6,000 2 fer centum in addition of stch excess.
$80 upon net incomes of $16,000; and upon net Incomes in excess of $10,000
and not in excess of $18,000, 3 per centum in addition of such excess.
$140 upon net incomes of $18,000; and upon net incomes in excess of $18,000
and not in excess of $20,000, 4 per centum in addition of such excess.
$220 upon net incomes of $20,000; and upon net incomes in excess of $20,000
and not in excess of $22,000, 5 per centumini addition of such excess.
$320 upon net incomes of $22,000; and upon net incomes in excess of $22,000
and not in excess of $24,000,-6 per centum in addition of schll excess.
$440 upon net inclines of $24,000; and upon net incomes in excess of $24,000
and not in excess of $26,000, 7 per centum in addition of such excess.
$580 upon net incomes of $26,000; and upon net incomes in excess of $26,000
and not in excess of $28,000, 8 per centum in addition of such excess.
$740 upon net incomes of $28,000; and upon net-incomes in excess of $28,000
and not in excess of $30,000, 9 per centuni in addition of such excess.
$920 upon net incomes of $30,000; and upon net incomes in excess of $30,000
and not in excess of $34,000, 10 per centum in addition of such excess.
$1,320 upon net incomes of $34,000; and upon net incomes in excess of $34,000
and not in excess of $36,000,11lper centum in addition of such excess.
$1,540 upon net incomes of $36,000; and upon net incomes in excess of $36,000
and not in excess of $38,000, 12 per centum in addition of such excess.
$1,780 upon net incomes of $38,000; and upon net incomes in excess of $38,000
and not in excess of $42,000, 13 per centum in addition of such excess.
$2,300 upon net inlcoeilos of $42,000; and upon net incomes in excess of $42,000
and not in excess of $44,000, 14 per centum nll addition of such excess.
$2,580 upon net incomes of $44,000; and upon net incomes in excess of $44,000
and not in excess of $46,000, loper cenltu in addition of such excess.
$2,880 upon net incomes of $46,000; and upon net incomes in excess of $46,000
and not in excess of $48,000, 16 per centum In addition of such excess.
$3,200 upon net incomes of $48,000; and Upon net incomes in excess of $48,000
and not in excess of $50,000, 17 per centum in addition of such excess.
$3,540 upon net incomes of $50,000; and upon net incomes in excess.of $50,000
and, not in excess of $52,000, 18Mper centum in addition of such excess.
$3,900 upoln net incomes of $52,000; and upon net incomes in excess of $52,000
and not in excess of $56,000, 19 pper centum in addition of such excess.
$4,660 upon net incomes of $56,000; and upon net incomes in excess of $56,000
and not in excess of $58,000, 20 per centum in addition of such excess.
$5,060 upon net incomes of $58,000; and upon net incomes in excess of $58,000
and not in excess of $62,000, 21 per centum in addition of such excess.
$5,900 upon net incomes of $62,000; and upon net incomes in excess of $62,000
and not in excess of $64,000, 22 per centum in addition of such excess.
$6,340 upon net incomes of $64,000;. and upon net incomes in excess of $64,000
and not in excess of $66,000, 23 per centum in addition of such excess.
$6,800 upon net incomes of $66,000; and upon net incomes in excess of $66,000
and not in excess of $68,000, 24 per centuin in addition of such excess.
$7,280 upon net incomes of $68,000; and upon net incomes in excess of $68,000
and not in excess of $70,000, 25 per centum in addition of such excess.
$7,780 upon net incomes of $70,000; and upon net incomes in excess of $70,000
end not in excess of $74,000, 26 per centum in addition of such excess.
$8,820 upon net incomes of $74,000; and upon net incomes in excess of $74,000
and not in excess of $76,000, 27 per centum in addition of such excess.
$9,360 upon net incomes of $76,000; and upon net incomes in excess of $76,000
and not in excess of $80,000, 28 per contum in addition of such excess.

$10,480 upon net Incomes, of $80,000; and upon net incomes in excess of $80,000

and not in excam of $82,000, 29 per centum in addition of such excess.
$11,060 upon net incomes of $82,000; and upon net incomes In excess of $82,000
and not in xemc of $84,000, 30 per centum in addition of such excess.

Table: Comparative table showing amount of tax reduction from, the present law under the Mel on and Sim ons plans- Mar ied man, no dependents, and first $5,0 0 considered as earned, the balance as unearned.
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$11,660 upon net incomes of $84,000; and upon net incomes in excess of $84,000
and not in excess of $88,000, 31 per centum in addition of such excess.
$12,900 upon net incomes of $88,000; and upon net incomes in excess of $88,000
and not in excess of $90,000, 32 per centum in addition of such excess.
$13,540 upon net incomes of $90,000; and upon net incomes in excess of $90,000
and not in excess of $92,000, 33 per centum in addition of such excess.
$14,200 upon net incomes of $92,000; and upon net incomes in excess of $92,000
and not in excess of $94,000, 34 per centum in addition of such excess.
$14,880 upon net incomes of $94,000; and upon net Incomes in excess of $94,000
and not in excess of $96,000, 35 per centunm In addition of such excess
$15,580 upon net incomes of $96,000; andSupon net incomes in excess of $96,000
and not in excess of $100,000, 36 per' centum in addition of such excess.
$17,020 upon net incomes:of $100,000; and upon net incomes in excess of $100,000 and not in excess of $200,000, 37. per centum in addition of such excess.
$54,020 upon net incomes of $200,000; and upon net incomes in excess of $200,000 and not in excess of $300,000, 38 per centum in addition of such excess.
$92,020 upon net incomes of $300,000; and upon net incomes in excess of $300,000 and not in excess of $500,000, 39 per centum in addition of such excess.
$170,020 upon net incomes of $500 000; and upon net income's in excess of
$500,000, in addition 40 per centum oi such excess.
Comparative table showing amount of tax reduction from the present law under the
Aellon and Simmons plans-Married man, no dependents, and first $6,000 considered as earned, the balance as unearned.
Mellon
NetlI income
$1,000 .--2,O00
3,000
4,000
6,000
-

.-

o,000

7,000

8,000
9,000
10,000
11,000
12,000
13,000
14,000
18,000
16,000
17,000
18,000
19, 000
20,000
21,000
22,000
23,000
2000
2,000.
26,000
27, 000
28 000
29,000
30,000
31,000
32,000
33,000
34,000
36,000
36,000
37,000
3,000
39,000
40,000

41,000

42,000
43,000
, 000
45,000
48 000

47,000

48,000
19,000
60,000
1, 000
12,000
13 000

Z,'000

6 000

--

plan
--

Simmons plan
-

-

$8. 75
26.25
43. 76
62. 50
92 50
12:2 50
15. 60
182. 50
212.50
242.60
2.260
302. 50
332.50
360250
392.60
422.50
452 50
482 60
522. b0
662.50
602.60
8460
682.60
722.10
762.60
802 50
842.60
882.60
922. 60
962.50
1,012. 60
1, 062. 50
1, 102. 60
1,142.60
1,18' .60
1,222. 60
1,272.50
1, 322.60
1,37. 60
1,422.60
1,482.50
1, 642. 60
1, 612.50
1,682.60
1, 752. 60
1,822. 50
1, 90 60
1, 982. 60
2, 072.60

2,182.60

2,281 60
2,42. 60
2,42. 00

$12.50

37.5060
62.
102. 60

162.50
212 50
262.60
312. 60
352. 50
382.60o
422. 60
462. 50
502 60
542. 50
582. 60
622. 50
662. 50
702. 60
752 50
802. 50
852. 60

902.50
956 50

1,002.50

1,052.50
1,102.6.0
1,152.50
1,202. 50
1,252.50
1, 302. 60
1,372.60
1, 442. 60
1,5607 .60
1, 662.60
1, 6212. 60
1,682.50
1,742.50
1,802.60
1,872 50
1,942. 50
2,012. 50
2,08 260
2,152 50
2, 222 50
2,292.60
2, 362. 60
2,432.60
2,2560
2,572.60
2,842. 60
2,712.60
2, 782 60

Z862.60

Net Income
$88,000
67,000
8, 000
50,000
6 000

Mellon plan
$2, 64. 50
2,852.5 0

2,762. 60
2,872. 60
2,982. 60

61,000
2, 000
83, 000

3,102.50
3f22.60
3,352. 50

84,000

3, 482.

60

3,812.60

865,000
8, 000
67,000
68,000
69,000

3,742. 0
3,882. 50
4,022. 50

4,172.60
4,322. 50
4,472. 50
4,622.50
4,782. 60

70,000
71,000
72,000
73,000
74,000
75,000
76,000
77,000
78, 000
79,000
80,000
81,000
82,000
83,000
8, 000
85,000
86, 000
87,000
88, 000
89,000
90,000
91 000

4,942. 50

6,112.60
, 282. 50
6, 452. 50
5,622. 60

5 80. 50
5,982.50
6,172.50
8,362.50
8, 652. 50
8,742. 50
8,042, 50
7,142. 50
7,352. 50
7,562. 0
7,772. 60
7,982 60
8,202.50

92,000
000
94,000
95,000
9 000

8, 422.

50

8,652. 50
8,882. 50
9,112.50
9,342.60

97, 00
98 000
9, 000
100, 000
160,000

9, 68 60
9,8 50
18, OM72.0
10,322.60
22,822. 60
35,8X220
49,322.50

200,000
28 000
300,000
08, 000

08,20

118,822. 0
251,822. 50

1,00,000

M21,82 50
791, 8 250
1,081,
82260

,000,o0o

4,008000

331an_50

1.
-

Simmons plan

$2,94.60
, 022. 60
3,102.50

3,182.60

3,262.60

3, 32. 60

3,442.60
3,632. 60
3, 622. 50
3,712 50
3,802.60
3,892.60

3, 982. 50

4,072.50
4,162.60
4,252. 50
4,342. 60
4,642.50

4,450
60
4,741
4, 842. 50
4,H42 50
5,052 50
,162.60

5, 272 50
, 382 60
5, 492 60

5,6026

5712.60
4,822.60

5, 942. 60

0, 082.60

8,182800
6,302 60
8,422 60
682 60
8,782.50
6, 92.50

7,022.50
7,142, 60
7,262. 6050
7,392

7,522.60

14, OZ 60

21, 22 50

022O
2,.
85022.60
61,022.0
121,02.60
241,2.0
381, Qe260
2

480,

601,:

50
50

Table: Comparison of the tax on specified incomes to be paid under the provisions of the present law, Mel on plan, Democratic (Sim ons) plan- mar ied man, no dependents- the first $5,0 0 of al income to be de med to be earned, balance unearned

Comparison of the tax on specified incomes to be paid under the provisions of the present law, Mellon plan, Democratic (Simmons) planmarried man, no dependents-the first $5,000 of al income to be deemed to be earned, balance unearned
Mellon plan

Present law

Surtax

Net
tax

$3,000
4,000
5,000
6,000
7,000
9,000
10,000
12,000
14,000

16,000
1S,000
'20,000
22,000
24, 000
26,000
28,000
30,000
32,000

34,000
38 000

38,000
40,000
42,000
46,000
50, 000
60,000
70,000
80,000
90.000
100,000
150,000
200,000
300,000
500.000
1,000,000

60
100
160
240
400
480
640
800
960

1,120
1,280
1,440
1, 600
1,760
1, 920
2,080
2,240
2,400
2,560
2,720
2,880
3,040
3,360
3,60
4,480
5,280
6, oso
6, 880
7,680
11,680
15, 680
23, 680
39, 680
79,680

Surtax

tax

centpof

Democratic (Simmons) plan

Total

cent

total net total net
income income

$20--20--60-100--160 --______-----250
0.14
$10
30i
430
.33
40
520
.40
720
.67
80
140
1.00
940
220
1.38
1,180
1.78
320
1,440
440
2.20
1, 720
600
2.73
2,040
3.25
780
2,380
980
3.77
2,740
4.29
1,200
3,120
4.80
1,440
3,520
5.31
3,940
1,700
2,000
4,400
5. j
2,300
& 39
4,860
2,620
5,340
& 89
7.40
2, 960
5,840
7.90
3,320
6,360
4 100
7,460
8,91
9.92
8,640
4, 960
12.43
11,940
7,460
10, 460
14.94
15,740
960
20.040
13
17.45
24, S40
17,960
19.96
2.46
22,460 30,140
46, 460
30.97
58,140
70,960
35.48
88,640
40. 32
120,960 144,640
220,960 260,640
44.19
470,960 550, 640
47.10

_
_
_
_
_
_

Normaltax

2.67
3.56
4.78
5.20
6. 00
6.71
7.38
8. 00
8.60
9.27
9.92
10.54
1L114
11 73
12.31
12.94
13.50
14.05

1,177.50
1,297.50
1,417.50
1,537.50
1, 65W. 50
1,777.50
1,897.50
2,017.50
2,137.50
2, 257.50
2,497. 50
2, 737.50
3,337.50
3,937.50
4,537.50
5,137.50
5,737.50
8,737.50
11,737.50
17, 737.50
29,737.50
59,737.50

14.60
15.14
16.22

17.28
19.90
22.49
25.05
27.60
30.14
38.76
43.32
48.21
52.13

55.o06
_

Normaltax Surtax
total net total net
cent of

cent of

income

income

_

_

_

560
720
900
1,100
1, 320
1,560
1,820
2,100
2,380
2,680
3,280
3,920
5,620
7,480
9,520
11,720
14,080
26,580
39,080
64, 080
114,080
239,080
_

_

1,737.50
2,017.50
2,317.50
2,637.50
2,977.50
3,337.50
3,717.50
4,117.50
4,517. 50
4, 937. 50
5,777.50
6,657.50
8,957.50
11, 417. 50
14,057.50
16,857.50
19,817. 50
35,317.50
50,817.50
81,817.50
143,817.50
298,817.50

_

_

_

2.33
2.77
3.21
3.67
4.13
4.59
5. 06
5.53
5.95
6.38
7.13
7.84
9.37
10. 69
1L 90

7.24
7.76
8.28
8.79
9.30
9.82
10.33
10.84

1L 29
12.56
13.32
14.93

11 76

16.31
17.57
18 73

13.02
14.08
17.72
19.54
21.36
22.82

19.82
23.55
25.41
27.27
29.76
29.88

23.91

_

_

_

_

Total tax

Totl

centof centof
total not total net
income

income

3
0.25
$7.50
S7.
5
.56
22.50
:22.50 -N
37.50
37.50 ---.75
57.50 ----.94
57.50
L 25
87.50 _87.50
_
167.50 --- -167.50
L 86
207.50
207.50 - 2.08
337.50
0.17
2.81
317.50
$20
-.
40
477.50
.29
3.41
437.50
637.50
.50
557.50
80
3.98
t9
U
140
817.50
677.50
.78
4.54
220
797.50
& 09
1.10
1,017.50
917.50
320
1,237.50
1.45.62
*
6.18
I.83
440
1,477.50
1,037.50
2. 23
580
1,737.50
1,157.50
&695 W
2.64
7.21
2,017.50
740
1,277.50
920
3.07
7.73
1,397.50
2,317.50
8.24
3.50
1,517.50
1,120
2,637.50
3. 88
8. 70
o
1,637.50
1,320
2,957.50
9.10
4.28
1,757.50
1, 540
3,297.50
9
1, 877.50
4.56
9.63
1,780
3,657.50
10. 09
1,997.50
& 10
2,040
4,037.50
10.52
& 48
4,417.50
2,117.50
2,300
6.26
1L 39
2,357.50
2,880
5,237.50
50
597.
7.08
12.28
6,137.50
2,
3,540
9.13
1I446
3,197.50
5,480 8,677.50
iL n
1& 63
3,797.50
7,780
11,577.50
50
13.10
18. 60
4,397.50
10,480
14, 877.
20.60
15.04
4,997. 50 13,540
18,537.50
22.62
5,597.50
17,020
22,617. 1017.02
29.41
23.68
8,597.50 35,520
44,117.50
32.82
27.01
11, 5W. 50 54,020
65,617.50
3X 54
30.67
17,597.50 92,020 109,617.50
3. 00
39.92
29,597.50 170,020
199,617.50
42.96
37.00
59,597.50 370,020 429,617.50

$11. 25 -1L 25 -0.38
33.75 -33.75
. 84
56.25
56.24-L 13
97.50 -97.50
1. 63
157.50
157.50
2.25
-277.50 - -277.50 - -3. 08
337.50 - -337.50 - -3. 38
0.1?
477.50
457.50
3. 98
$20
577.50
637.50
.43
4.55
60
697.50
.71
5. 11
120
817.50
817.50
5. 65
200
L 11
1,017.50
1 50
937.50
300
6.19
1,237.50
1.90
6.72
420
1,477.50
1,057.50

0.67
L 50
2.00

_

Surtax

Total

Surtax

Surtax i Total tax

_

_

_

_

_

_

_

_

_

_

)-6~~~~~~~~~~

Table: Comparative table showing beneficiaries of the Democratic (Sim ons) tax reduction plan and of the Mel on plan by States

id

INTEUIWAL RAVENUE BILL OF IU4

The following table of theL nutnber of persons making ineoone-tax returns in
1921 is compiled from the official figures of the Treasury Departmnent, contained
in Statistics of Income for 1921.
It shows the total number of persons making income-tax returns in each
State, and the number benefited more by the Democratic (Simmons)i plan than
by the Mellon plan, and the number benefited. more by the Mellon plan than
by the Democratic (Simmons) plan.
Comparative table showing beneficiaries of the Democratic (Simmons) tax reduction
plan and of the Mellon plan by States

state

Total number
making
income-tax

Number-benefited
more by
returns, 1921 Mellon plan

Alabama .--Arizona .---- .- --.----------------------------------Arka-s..
-----California
---

43,009
18,477
33,830
38, 082
Colorado
.------- 69, 676
Connecticut .--.------123, 269
Delaware
--15,8S9
...
District of Columbia-89, 9f6
Florida
42,
----... 249
Georgia
--67,719
Hawaii-.-..11,481
Idaho ----------------------22,976
Illinois... .---611,658
.
Indianil.150, 300
.---Iowa
-111, 483
Kansas
-88,785
Kentucky
--69,496
Loulisiana-.-0
a ---------------------------------------- ---------67,7, 960
397
Maineo--44,
Maryland-....112,963
Massachusetts .--.----.----388,442
Michigan
--250, 147
Minnesota
124, 501
..------Mississippi .---25,614
Missour
-172,519
Montana .---------36,907
Nebraska
-71,853
Nevada -------------------------------------------9,719
New Hampshire
--32,410
New Jersey -----------------269,006
New Mexoo
-11,780
New York
--1, 0O. 637
North Carolina---44, 161
------North Dakota
--18,440
Ohio
-367,096
Oklahoma -.69,381
Oregon -62,804
Pennsylvania
621,103
.--------Rhode Island
--48,057
South Carolina ------------25,160
South Dakota
.--21,681
Tennessee .-------6-80, 949
Texas .------200, 188
Utah
-26,128
Vermont
..---17, 746
Virginia -76,257
-----------Washington, including Alaska
115,688
-West Virginia
--75,277
Wisconsin
--148,457
--Wyoming
22,413
Total -.662,
--176
-

Loisaln

39W

-

25
1
8
237

Nubel-

benefited
mote by
Democratic

(Simmons)
plan

42, 984
18,478
33,822
385,845
25
69,651
96
123,173
12
16,877.
68
89,898
14
42, 235
24
67,695
22
11, 450
1
22,976
537
611,021
52
10, N4g
24
111,459
9
88,77B'
25
69,471
34
67,92a6
25i
,37
25
44,
372
109
112,854
605
387,937.
174
24.9, 913
81
12i, 420
5
25,609
106
172, 413
4
3, 903
14
711839
1
9,718
17
32,393
274
268,822
1
l1 779
1, 064, 57
2,050
38
44,123
1
18, 430
270
366,828
16
69,36B
18
62,786
833
620,270
103
47, 954
6
25, 154
0
21,681
19
60,930
68
200,122
1
26,127
8
17,738
21
76,236
21
116,667
3S
76,2 9
67
148,390
4
22,409
6,109
6,65 067

Table: Comparison of the Mel on and Democratic (Sim ons) tax plans with the present law (mar ied person without dependents), the first $5,0 0 of al income to be de med to be earned; balance unearned

Compari8on of the

Mellon and Democratic

(Simmons)

tax

plau

uith the pre8ent law

marriedd

person without

dependents), the first $8,000 of all income to be deemed tO be earned;

balance unearned

I

I

Number of persons making returns In
each class for 19'21

Amount n(si,qurtax redus.tion utmdor-

Amourint of surtax tinder-

Amouxnt of norinal tax under-

I

A mount of greater redu,
tion of surtax under-

Alnounnt of total tax under-

Amount of rreduction of
total tax under-

Amount of greater reduction of total tax uuder-

Income

1..
Mellon

Present

Simmons5

Mellon2

Present

SimmomI

Mellon

simmom

Mellon

Summon.,is

Present

81filmons

Mellon

Simmora

Mellon

Mellon

sialmons

I

401,849 tinder .............................
6,08"0,968 ................................I,

n4,244

---------------------------------

I
1

I

$1, OM 000
2,000. 000
3,000. 00u
4, 000.00D
6, 000. W
11,000. 00
00
8, CIA 00
9,000. 00
10,000, 00
I 1, Ow.
I 01 000. W
13,000. 00
14i 000. 00
15,000. 00
16,000. 00
17, OOU. 00
18,000. 00
19,000. 00
20,000. Ou
21,000. 00
22,000. 00
23, ODO. 00
24,000. 00
25,000. 00
26,000. 00
27,000. 00
28,000.00

2.9,000.00
ain- gAAI.
nw- uoa
L"i
Oki,
31, 000.00(
3'"I ODO. 000
33, 000- 000

12,947

----------------------------------

34, 000. 000
A O(O. 00(
M. O(O. 000

37, (W. 0(O
38, 000. 000

39, MO. 0M
40. OW. 000
4 1. OW. 000
42,000.000

-----------------------------------

3,431

2,240

1,423

95L

-----------------------------------

-----------------------------------

-----------------------------------

----------

..................

-------------------

1,8i7
451

......

----------------

-----------------------------------

--------------------

63 -------------------------------------21- ---------------------------

......

43,000.000
DO
44,000.0
4 5, 000. (XDO
46,000.0(00
47,000. 0()o
48, WO. 0()o
49.000.0(
50, (NX). (X)o
)o
51, (X IO. 0(
69f 000. (K
53, (W. OCX)i
54, 000. OC
5.5, un oc

M). OM. (O00
57. O(Y). Of)0
58,000. 0(K)
59. (0). 00
GO, (00. 0(
el, (001. 000
62, OW. 000
63, OW. 000
64, OM. 000
6.5, (M. 000
66, 00(. (O0
67, O(A 00
68, 000. 00
69, Wo. 00
I (I (M. 00i
7 O(A 00
000.00
4, O(O. 00
74,'O(X). 00
75, OOU. 00
76,000. 00
7-" 000. ou
78, 000. 00
79, 000. M
80,000. 00
8), 000.00
82, 000. 00
83,000. 00
84,000. 00
85,000. 00
86,000. 00
87. WO. W
88,('00. 00

89.000.00
90,000. 00
91,000. 00
92,000. 00
93,000.00
94, 000.0)
95,000. 00
96, (00. (O
97,000. 00

98,000. 00
oil 000. 00
10(,O(O. 00
150,000.00
200 000.00
2,50:000. 00

300. 000. 00
5(('000. 00
1, (XX), ow. (O
2. (0), 000. 00
3, (00, (X)O. 00

4,000.000.00
5,000,000.(O

...

-----------

.............. -

-----------

$11.25

$M. 00
60.00
100.00
16a
240.00
320.00
400. 00
480. 00
MA 00
640. 00
720. 00
800. 00
880. 00
960.00
1,040. 00
1, 120, 00
1 20(. 00

33. 75
ft 25
97.50
157. 50
217. 50
277. 60
337.150
397. 50
457. 50
617. 00
577. 50
637. 50
697. 50
757.50

(10

817. 50
871'. 50
937. 50
997. 50
1,057. 50
1,117. 50
1,177. 50
1,237. 50
1, 297. 50
1,357. 50
1, 417. 50
1,477. 50
1,537. 50

1:280.00
1,360.00

1,440. 00
1,520.00
1, 60D. 00
1, C-80. 00

1,760.00
1,840.00
1, qw. 00
2,000.00
2,080. 00
00
2, I W. 00
2, 240.
2, 32A 00
2,400.0
2,480. 00
21 560. 00
2, CAR 00
00

1, 597.50
1.657. 50
1,717.50
1, 777.50
1, W. 50
1,897. 50
1,957.50
2, 017. ;:,O
2, 077. 50
2,137. 50

2,720.
2,80U. 00
2, W. CO
2. 960. W
3, 0 W. 00
3, I-N. 00
3,200, 00

2,107.50
2,257.50
2,317. 50
50

2,377.
2, 437. 50
2,497. 50

3,280.00
3,360.00
3,440.00
3,520.00
6W. 00

2, 55-..50
2,611. 50
2, 677.150
2,737..50
2,797. 50

3,
3, Ca. 00
3, M. 00
3,840.(O
3, 920. 00
4, WO. M

2. 957. 50
2, 917. 50
2, 977. 50
3. 037. 50
3, VJ7.50
3. 1 5 7. -', 0
3, 217.50
3, 277. 50
3, 3'17. 50
3, 397.50
3,457. 50
3, 517.50
3, 577. 50
3, 637.50

4. 0,90. M
4. 1 A0. 00
4,240.03
4. T-T. M
4. 400. 00
4. -ISO. 00

4,.')t',O. M
4, ('40. 00
4, 720. 00
4, RX). 00
4, &O. W
4, 960. 00
5, 040. 00

3.697-50
3, 757.50
3. 817. ;')O

00

3, 877.50
3, 937. 50
3, VJ7. 50

Ma. (O

5,280. 00
5, 360. 00
5,440. 00
5,5'2(. 00
5, cm. 00
6, (4,80. 00

5, 760. 00
5. 84 0. 00
5, 920. 00
6, O(X). 00

6,080. 00
(1, I CO. (O
6, 240. 00
6,32U. 00
6,400. 00
6, 4'M. 00
el 560. 00
6,(40.00
6,720. 00
6,800.00
6,880. 00
6, 960. 00
7,040. 00
7,120. 00
7, 200. 00
7,280. 00
7, 360. 00
7,440.00
7,520.00
7, COJ. 00
7, ON. 00
I 1, cm. 00
15, GSO. 00
10,680.00
23, (M. 00
39,680. 00
79, 680, 00
159,680.(O
239, W. 00
310,680.00
399, 8w. 00

4, 037. 50
4, 117. 50
4, 177. 50
4, 237. 50
4, 297. 50
4,357, 50
4, 417. 50
4, 477. 50
4,537. 50
4, 597. 50
4, 657. 50
4, 717. 50
4, 777. 50
4, 837. bO
4, 897. 50
4, 957. 50
5, 017. 50
5,077. 50
5, 137.50
5,197. 50
5, 257. 50

5,317. 50
5,377. 50
5,437. 50
5,497. 50
5, 557. 50
5, 617. 50

5, 677. 50
5,737. 50
8,737.150
1 1, 7 37. 50

14,7137.50
I"

-.-I

PI%

20, 737.50

59,737.50
119,737,50
179, 737. 50
239,737.60
2W, 737. 50

------------

$7. fl

22. 850
37. 5so
57'550
550
87:
127. 550
167. 550
207. 550
257. 650
317. 550
377. 550
437. 550
497. &so
557. 5so
617. Nso
677. &50
737. 5;$0
797. 50$6
857. M$0
917. 5(W
977. Mio
1,037. 5(5(0a
1,097.
1, 157. 5(0
1, 217. 5C10
1, 277.6C0
1, 337. 5C0
1, 397. 6.
1,457. 500
1, 517. 500
1,577. 500
1, 617. 50D
1, rw. 503
1, 7.57,50D

1,811.150
1,87
1,937,90
1, 997. -W
2, 057. 50
2,117.00
2,177. 50
2,237.59
2,207.50

2,357.50
2,417.,,50
2,477.150
2, W. 50
2,597. 50
2, 657. 50
2,717. 50
2,777. 50

2,837.50
2, 149". 50
2, 95!.
3, oil.
3, 077. 50
.3, 137.54)
3, 197. 50
3, 257.50
3, 317.50

-

..............

.

...

..............

..............

---

--------------

-

...

..............

..............

....

-------------- -

...

..............

..............

--------

--

---

--------------

..............

--------

--

---

--------------

--------------

---

--------------

--------.......

21). M
Sa 00
40.00
ea 00

8a 00
110.00
140. 00
180.00
220.00

2M 00
320. 00

380.00
44a 00
520.00
600.00
M 00
780.00
8K 00
980. 0(
1, ODO. 00
1,200. 00

1,320.00

1, 440, 00
1,570. 00
1,700. 00

1,850. 00
2, 00o. oo
2,150. 00
2,300. 00
2,460. 00
2,620. 00
2,790. 00
2,960. 00
3,140. 00

3,320.00
3,610.00
3,700.00
3, 9W. 00
4,100.00

4,310. 00
4, 520. 00
4, 740. 00
4, M. 00
5,190. 00
5,420.00
5, M. 00
5, (X)O. (O
G, 400. 00

6, 6(;(. 00
6. 91-10. 0(
7, IN. 00
7, 460. 00
7, 74b. 00
00
8,
8,31 00
8. 6W. 00
8,900. 00
9, 200. 00
9,510. 00
9, 820. 00
10,140. 00
10,460. 00
10,790.00
11,120.00
11,460. 00
11,800.00
12,150. 00
12,500.00
12,860.00
13, 220. 00
13, 590. 00
13,960. 00
14, 340. 00
14,720. 00
15, 1 1 0. OU,15,500. 00,
15, qw. 00
16,300. 00
16,710-00
17,120.00
17,540.00

--------------

$10. 0)o

20.0)o
40.0)o
do. 0)o
90.0)o
120.0)o

160. 0)o
200.0)o
250.010
300.000
MO. 00
420. 010
490. 010
W. 0(0
640.0(0
720.0(0
810.0C0
9w. oc0
ocD
1, 000.
1, 100. ocD
1, 210.00D
1,320. 00

1,440.00
1,560. 00
1,(390. 00
1,820. 00
11000. 00
2,100. 00
2,240.00
2,380. 00
2,530, 00
2, M 00
-2,830.00
2, 980. W
3,130.00
3,280.00
3,440.00
31 Co. 00
3,760.00
3, W20. 00
4,080.00
4,240.00
4,4!0.00
4,580. 00
4.750. 00

4.920.00

5, olio. 00
5, 2FA). 019
A, -140. (K)
6,62(. 0(
5,800. 00
5, _9SO. 00
6,160. (O
6,340.00
6,530.00
6, 720. W
6,910. 00
7,100. 00
7, 290. 00
7,430. 00
7,680. 00
7,880. 00
8,080. 00
8,280. 00
8,480. 00
8,680. 00
8,890. 00
9,100. 00
9,310. 00
9, 520. 00

------------

$la 0)O
20.0)O
30. 0)O
40.010
60.0
8a a

I 10. (A
i4a 010
Igo. 0(0
220.0(0
270.0(0
320.0(0
380.0(0
440,0(0
510.0c0
58a oc0
6w. ocD
740. OCD
830. ocD
920. ocD
1,020. 00
1,120.00
1,220. 00
1, 32D. 00

1,4-30.00
1,540.00

1,600. 00
1,780. 00
1,910.00
2,040. 00
2,170. 00
2,300.00
2,440.00
2,580.00

2,730.00
2,880.00
3,040.00
3, 2DO. 00
3,370.00
3, 540. 00
3,720.00
3, WO. 00

4,09.0.00
4, 280. 00
4, 470. W
4, 660. 00
4, 860. 00
5,060. 00
5,270, 00
5,480. 00
5,690. 00
5, ow. 00
6,120.00
6,340.00

20. 00
30-00
40. 00
6a W
00. W
M 00
86 00
W. to
M. (O
1 to. 00
120. 00
IXX 00
140. OD
160. 00
180.00
200.00
220. W

20, 00
30, 00
40, 00
50, 00
60. 00
8a 00
100.00
120.00
14a 00
180. 00
180.00
200, 00
220. 00
250. 00
250.00
310.00
340.00

360. 00
380.00
410. 00

44a 00
460. 00
480. 00
5M. 00
520. 00
5.r)(. 00

%o, W
(; 1 Oo
CAO. 00

6.'.

I.

---

---

...

L

920. 00
980.00

1, 370.00
1, 4 2A 00
1,470. 00
1, 520.(O
1, 570.,00
1, 620.00
1,680. 00
1, 740. 00
1,800. 00
1, 8(k). 00
1, 920. 00
1, 980. 00
2,050. 00
2,120. 00
2,190. 00
2, 2.60. W
2,330. 00
2,400.00
2,470. 00
2, 540. 00
2,610. 00
2, W. 00
2,750. 00
2, 820. 00
2, OM. 00
2, OK 00
31 060. 00
3,140. 00
3,220.00
3,300. 00
3, MD. 00
3. 4SO. 00
3, 570. 00
3, GM. 00
3,750. 00
3,840.00
3,930.00
4,020. 00

1,040.00
1,110.00
1, 180. (O
1, 250.00
1,320.00
1. 400. 00
1.480.00
1, 570. 00
1, 6CA). 00
I, -;,io. (O
1,840. 00
1,940. 00
2,040. 00

4,120.00
4,220.00
4,320.00
4, 4 A). 00
4,520.00
4,620.00
4,720.00
4,820.00
4,920.00
5,020.00
M
5,220.00
5,330-00
5,440.00
10,940.00
16,940.00
22,940.00
2:S, 940. 00
60,940.00
1100,940.00
2200,940.00
3300,940.00
4400,940.00
it

t ew-I

b5W, 940. 00

$10.166-

------------

20. i00
30.(00

40.(00
1.50. (00
00. (00
70.(00
80.(00
90.(W
100A00
110. cDO
120. cDO
130,CD(
140.0DO
150.0)o
1 tio. 0)o
170.0)o
180.0)o
100. 0)o
200.0
220. 0
240. 0)o
260. 0)o
28U.0)o
300. 0)o
M). 0)o
330.0X)
340.0)o
360. 0)o
380. 0
390.0100
400. 010
400.00
400.01X)
400.010
400.0(0
390. 0(0
380.0(
360.0(0
340. 0(0
320.0(0
300. (X0
280. 0(0
260.OC0
230.OCD
200.OC
170.00
140.00

1,020. 00
1,070. 00
1,120.00
1,170.00
1, 220. 00
1,270.00
1,320.00

680.(O
720.00
770; 00
820.00
870.00

3, 377. 50
2,150.00
2. 260. 00
2,437, -50
3,497.50
2.370. 00
6,570.00
8w. 00
3, 5-57. 50
2,480.0
6,
3, 617. 50
7,040.00
2, 600. 00
290. 00
3,677.50
2,720. 00
7,
3,737. 50
7, 530.00
2,850. 00
3,797. 50
2,980. 00
7, 780. 00
3, 957. 50
3,110. 00
8,040. 00
3,917. 50
3, 240.00
8,300.00
3,977. 50
81560.00
3, 380. DO
3,520. 00
4,037. 50
8,820.00
4,097. 50
31670. 00
9, 090.00
9,360.00
4, 157. 50
3, 820. 00
3,970, 00
4, 217. 50
9,040.00
4, 277. 50
9,020. 00
4, 120.00
4;. 337. 50
4, 280. 00
10,200. 00
4,397. 50
10,480. 00
4, 440. 00
610. 00
4, 457. 50
9,730.00
10,770. 00
4,
I 1, 060. 00
780. 00
4, 517. 50
9,940. 00
4,
4, 577. 50
11,360.00
lo,-IGO. 00
4,950.00
1 1 660. 00
10,380. 00
4, 637. 50
5,120.00
10,600. 00
4, 697. 50
11:970.00
5,300. 00
12, 280.00
4, 757. 50
10, 820. 00
5,480. 00
12,590.00
11,040. 00
4,817. 50
5,670. 00
260.00
860. 00
4, 877. 50
12, 9W. 00
11,
5,
00
11,490.00
4,037. 51)
13, 220.09
6,050.
240. 00
17,960.00
4, 997.50
11, 720. 00
13, 540.00
6,
11,950. 00
18,390.00
5,057. 50
13,8710. 00
GP 440. 00
112,180. 00
640. UO
14, 200. 00
5,117. 50
18,820.00
6,
112,410.00
SW. 00
19,260.00
5,177. 50
14,,,%O. 00
6,
112, G40. 00
19,700.00
14,880. 00
5, 237.150
7,060.00
297. 50
112,880.00
15,230. 00
20,150. 00
5, 357.50
7,270.00
113,120.00
5,
20, OW. 00
7,480. 00
15, 5w. 00
113,360.00
5, 417. 50
21,060.00
15,940.00
7,700.00
113,600.00
5,477. 50
21,520.00
16,300.00
7,020. 00
113,840.00
5, 537. 50
21, 9W. 00
16, ow, 00
8,1w.00
114,080.00
22,460.00
17,020.00
5, 597. 50
8,380. 00
226,1580.00
8, 597. 50
46, 460. 00
19,88(.(O
35, 520. W
339,080.00
3 1, SW. 00
70, OW. 00
11, 597. 50
54,020. 00
551, hm. w
95.960. 00
14, 597. 50
73,020.00
44,380.00
664,080.00
120, 9W. 00
92,020. 00
b(i, mo. (O
2U, 597. 50 2-20,060.00 1 114,080.00 1 70, 020. 00 I 06, 880. (O
59, 597. 50
470, OW. 00 2339, 080. w 370, M. 00 231,880.00
119,597.60- 970,960.00 48.89, 080. 00 770,020. W 48 1, MO. 00
7339,080.00 1,170,020.00
179. 597. 50 1,470,960.00
731, 880. 00
Zig, 597. 50 1, 970, 9W. 00 99,89,080.00 1, 570, 020. W 981, 880. 00
00 1, 23,39,080.OD 1,970,020.00 1, 231, M. 00
',
299,597.50 2,470,9W.

m 00
100.00
160.00
250. 00

370.00
400.00
430.00
460. 00
490.00
520.00
650. 00
580. 00
63o. oo
680. 00
720. 00
loo. W
800. 00
840. 00
88o. 00
M. 00
970. 00

240.00
260. W
280.00
300. 00
320. 00
340.00

--------------..............

$20.00

I.

I

110. (O
so. (O

40.00

------------

$40. 00

80. 00
130. 00
180. 00
240, 00
300. 00
360. 00
4210. 00
480. 00
540. 00
610. 00
680. 00
7,50, 00
820. 00
89(. 00
960. 0(
1, 040. 00

1, 120. 00
1, 200.00

1,280. 00
1,370.00
-1, 4M. 00
1, 550.00
1,640. 00
1, 730. 00
1,820.00
1, 920. 00
2,020.00
2,130. 00
2, 240. 00
2,350. 00
2,460. 00
2, 5W. 00
2,700.00
2,820.00
2, 940. W
8,940.00
15,940.00
21,440. 00
27, 940. W
65,940. 00
11,30,940.00
1280,940.00
4430,940.00
16W, 040. 00
j730,940.00

------------

------------

-----------------------

-----------

-----------

------------

------------

------------

------------

------------

-------------------------

------------

-------------------------

------------

------------

-------------

------------

------------

------------

------------

-----------------------

------------

------------

-----------------------

-----------

---------------------

---------------------...........

-----------

-----------

IIF"

340.00
430, 00
520.00
620. 00
720.00
930. W
940. 00
1, ofio. (O
1, 180. 00
1,310.00
1, 440. 00
11580. 00
1, 720. 00
1, 8so. 00
2,040. 00
2, 210. 00
2, 380. 00
2, w. 00

2,740. 00
2,930.00
3,120. 00
3f 320. 00
3,520. 00
3,730. 09
3,040. 00
4, 170. 00
4,400. 00
4, 6:40. W
4, 860. 00
.5,100. 00
5,34ff. 00
00
00
5,840.
6, 10(. 00
6, W). W
6, wo. W
6, 90(. 00
7,180.00
7, 460. W
71, 7.50. W
8,040. 00
8, 340. 00
8,640.00
8, 950. W
9,260.00
9, (580. W

9, )W. 00
10, 230. W
10, 5w. W
10,I)OO. 00
11, 240. 00
I 1, ,)90. 0(
11, 940. W
12, 300. W
12,660. 00
13,030. 00
13, 400. 00
13, 780.00
14, 16a W
14, 550. W
14, 940. 00
15, 340. 00
15, 740. 00
16,150. 00
16,1%0.00
16,980. 00
17,400.00

17,830. W
18, 260. 00
18, 700. W
19,140. 00
19,590.00
20,040.0020, 5W. W
20, 960. W
21, 430. W
21, 900. W
22, 380. W
22, SGO. 00
zi, 3.50. 00
23,840. W
24,340.00
24,840. 00
23, 350.00
25,860.00
26,380. 00
26.900. 00
27,430. 00
27, 960. 00
28, 500. UO
29,010. 00
29, 590. 00
30, 1.10. w
58, 1 a 00
86,640.00
1 1 5, G40. 00
144, 640. 00
260, M. 00
550,640.00
1,130,640.00
1, 710,640. 00
2, 2VO. (40. 00
2,870,040.00

----

-----------

.

--

---------------

$7. 5ii6 22. .1'$0A
37.5($0
57. 5(io
87. 5(io
127. 5(io
197. Mio
207. 5C0
267. 5C0
337. 5C0
407. X0
477. M0
557.1500
637. 500
727. 500
817. 150D
917.50D
1,017. 503
1,127.50D
1, 237. 50D
1,357. 50D
1, 477. 50
I t 607.50
1, 737. 50
1, 877.50
2,017.50
2, 107. W

-------------

$11.1 5

33. 75
56.!25
97. .50
J 57. .50
217. 50
277. r.10
I
337. 60
'
4O-s. 50
477.1w
so
637. .50
727. 50
817. 50
917.150
1, 017.150
1, 1 27. .50
1, 237.1so
1, 357.150
1, 477. .50
1, 607. b50
1, -037.15.50
1, 877. 550
2, 017. 550
2,107. 550
2,317. 550
2,477. 5.o
2, 637. 650
2, 80-1. 5k
2,1177. 51io
3, 157. &io
3, 33 7. 5io
3, T)27. .5io

2,317. 50
2,477. 50
2,637.50
2, 797. 50
2,957. 50
3, 1 W. .50
3, 297.50
3, 477.50
3, 657.50
3,847.150
4, 037. 50
4, 227. 50
4, 417. 50
4, 617. 50
4, 817. 50 1
5,027. 50
5, 2.37.50
5,457. 50
5,677. 50
5, 907. 50
6,137.50
6, 377. 50

3, 717. 510
3, 017. 0
4, 117. 4)

4,317. Na
4,517. N0
4, 727. 510
4,937.15(0
5,147. M0
5,357. N0
5, ;-)67. 5(0
5, 777. 5(0
5, 9911". N0
6, 217. 5(0

G. -137. Y0
el 167. 5(0
6,877. 5(0
7,1)97.,5(0
7, 327. 5C0
7, 55)7. 5C0
7, 787. 5CD
8, 017. 50
8, 247. 50
8, 47-1. 50
8, 70. w
81 957. 50
9, 197. 50
9,437. 50
9, 677. 50
9,917. 50
10,167. 50

10,417.150
10,667. 50
10, 917. 150
11, 167.50
11, 417. 50
11,677. 50
11, 937,50
12,197. 50
12, 457. 50
12,717. 50
12, 977. 50
13, 247. 50
13, 517. 50
J3, 787. 50
14, (67. 50
14,327. 50
14, 597. 50
14, 877.50
15,157. 50
15,437. 50
15, 717. 50
15, 997. 50
16, 27-1. 50

50
16, 857. 50
17, 147. 50
17, 437. 50
17, 727. 50
18, 017. 50
18,317. 50
18, 617. 50
18, 917. 50
19, 217. 50
19, 517. 50
19, 817. 50
35, 3 17. 50
,50, 817. 50
Go, .1 17. 50

143, S17. 50
2298, SI 7. 50
b608, -SI 7. 50
9918, Si 7. 50
1, 22'21S, ., 1 7. .50
1,5538,817. 50

6, 617. 50
6, S67. 50
7,117.50
7, 367.50
7, 617. 50
7, 877.50
8,137. 50
8,407. 50
8, 677.-50
8,047. 50
9, 217.50
9,497.60
9, 777. 50
10, 067. .50
10,357. 50
10, 657. 50
10, 957. 50
11, 267. 50
11, 577. 50
11, 897. 50
12, 217. 50
12, 537. 50

12, 857.50
13,187.50
13, 517.50
'13, 857. 50
14, 197. 50
14, 537. 50
14, 877.50
15, 20.7. 50
15, 577. 50
15, 937. 50
16, 297. 50
16, V)7. 50
17. 037.50
17,407. 50
17, 777. 50
18, 157. 50
18, 537. 50
18, 927.50
19, 317. 50
19, 717. 50
20, 117. 50
20, 527. 50
20, 937. 50
I

Z

I 777. 50
.

---------------------

-..............

ii:i5-

26. 25
43.75
62.50
92.60
122.50
152.50
182.50
212. 50
242. 50
27Z 50
302. 50
3U 50
362.50

.92. 50
422. 50
452.50
482.50
522. 50
562. 50
602. 50
642. 50
682. 50
722. 50
762.-50
8(y2. 50
842. 50
882.50
M. 50
962.50

1,012.50

1,062.50
1,102. 50
1,142. 50
1, 182. 50

222.50
272. 50
1, 322. 50
1, 37Z 50

1,422.50
1, 482. 50
1, 542.190
1,612.50
1, M2.50
1, 762. 50
1,82-2.50
1,902.50
1, Os:?. 50
2,072. 50
2, 16'I- 50
2, 252 50
50
2,34.
2,44:1.50
2,542.50
2, 6512. .50
2,762. 50
2, 872- 50
2, OS2.60
3,102. W
3, 2222. .50
3, 352. 50
3,482.50
3, 612. 50
3,742.50
3,882.,-4)
4, 0-20 50
4,172. 50
4, 322. M)
4, 472. 50
,4,622. 50
4, 782.50
4,942. 50
6,112.50
5,282.50
5, 4,5q- 50
5,692. 50
5,8029,50
5,982. 50
6,172.50
6,362. W
6,552. 50
6,742. 50
6,9.42. 50
7,142. 50
7,352. 50
7,562.50
7, 771 2. 50
7, 982. 50
8, 202. 50
8,422. 50
8,6,52. 50

8,882. 50
9, 112. 50
9,342.50
9,582.50
9,82-2. 50
10, 072. 50

2-2, 197. 50
2'.). 617. 50
10, M. -50
22,822. 50
44, 117.,5U
35,822..50
M, 6 1 7. l)0
87, 617.50
49,32-2..50
62, 8-2-2. 50
109,(117.,,-)O
1 90, 617. 50
II 6, sr-. 50
429,617. 50 2,5 1, S22. 50
889, 617.50 521, 82-2. 50
791, S22, -W
1, 340, 617. W
1, 809, 617. 50 1,061,822. 50
2, 269, 617. 50 1, 331, 822.50

$3. 75

37. Y)
62. riO
1 ft 50
162. 50
212.150
202.60
312.50
351 50
382.50
422. 50
462. 50
502.50
542.50
582.50
622. 50
662.50
702.50
75 2. 50
802.50
852.50

11. 2.5
18. 75
40.00
70. 00
WOO
110. 00
130. 00
140. 00
140, 00
150. 00
MO. 00
170. 00
180. 013
100. 00
200.00
210. 00
220.00
230.00
240. W
2,50.00

9m. 50
95 2. 50
1, (W. 50

1,052.50
1,102.50
1,152.50
1,202. 50
i, 2;,)2. 50
1, 302. 50
1, 372. 50
1, 442. .50
i, 502. 50
1, 50-2. 50
1, 62-2.50
1, 682. 50
1,742. 50
1, SQ2. 50
1,872. 50
j, 942. 50
2,012. 50
2, 082-50
2,152. 50
2I 2212. 50
2, 292. 50
2,362.50
2,432. 50
2,502.50
2,572. 50
2,642. 50
2, 712..14)
2,782. 50
2,862. 50
.1 1 942.50
3, 021 50
3,102.50
3,182. 50
3, 262. W
3,352. 50
3,442. 50
3, 532. 50
3,622. 50
3, 712. 50
3,802,50
3.892. 50
3, 982. -W
4, 072. 50
4, IN- .50
4, 252.50
4, 342. 50
4,442-90
4,542. 50
4,642.50
4,742.50
4,842.50
4,942. 50
5,052.50
5,162. 50
5, 2772. 50
5, 382.50
5,492. 50
5, 002.50
5,712. 50
5, Sn. 50
5,942.50
6,062. 50
6,182. 50
6, 302. 50
6,422. 50
6,542.50
6, 66Z 50
6,782. 50
6, 902.60
7,0'2'2. 50
7,142. 50
7, 262. 50
7, 392. 'A
522. 50
14, 0212. .50
21, 0212. 50
28,022. 50
35, 022. 50
61,1122,50
121, 022. bO
24 1, O.',"2. .50
361, 022. 50
481, 022. 50
601, 02.T. 50

ol.,,j

0

MelIon

Simmons

.

260. 00
27 0. 00
280.00
290. 00

300.,00

-

310.00
320. 00

330. 00
340. 00
360. 00380. 00
400. 00
420. 00
440. (YJ
40. OJ
470. 0)
480. 00
5w. 00
520. 00
530. 00
5-10. 00
540. 00
540.00
540. 00
540.00
5130. 00
520. 00

.5w. 00
480. 00
460.00
440. 00
420. 00
400.00
370. 00
340. 00
310. 00
280. 00
250.00
220. 00
180.00
140.00
100-00
60.00
10.00

40. 00
100.00
160. 00
.220. 00
2.80.00
340.00
400. 00
470 00
540. 00
610. 00
W. 00
750. 00
820. 00
9w. 00
980. 00
1, oco. 00
1, 140.00

1, 320.00
1,410. 00
1, 5(0. 00
1, 590. 00
1, 680. 00
1, 780. 00
1, 8so. 00
1, 9(W. 00
2,100.00
2.210.00

% 3'-)O. 00

2, 440. 00
2,%O. 00
2, GM. 00
2, SW. 00

8,800.00
14, W). 00
21,300. 00
27, SW. 00
55' SW. (O
130, M). 00
280,800.00
4430,800.00
SW, a). 00
i 40, 800. 00

43.7.;"
43, 75

43. 75
39. 06
37.00
36.03

35.47
35.10
34. 277
33 68
31 83
32.18

31.35
30.72
29. go
20. 34
28. 64
28.05
27. 79
27. 57
27. 2G
27. 00
20. 66
26.37
26, 02
25. 72
25.38
2,I). 07
24. 73
24. 43
24. 28
24. 15
Z. 81
23.51
23. ig

22.89

22.76
2,22. ii.: ,
2,2. h 0
22. 37
22.36
29- 36
22.46
22.55
22. 6 i
22. 67
22. St
22.95
23.16
23. 34
2:3.51

27. 20

29. 62

29. S5
30. 10
30. 36
30. 15)8
30.4-9
M. 02
31. 24
31.48
31. 72
31. 93
32. -14
32. 36
32. 57
32.79
33. 02
33. 22

---

---

---I

---I

I-----------

-----------I----------I-----------

3.3.41
33. 62
33. 83
34. 04
34. 25
39. 25
41. 35
42, 65
43. &O
44. 82
45.73

46.15
46, 29
46. 35

46.39

I

pt. 2.

GI 50
6z 50
6z 50
64.00
65.00
6z 50
61.05
60.10
56.85
53.13
50.90
49. 20
47. 41
45, 97
44. 47
43. 22
41.93
40.94
40.00
39.34
38.57
37.92
37. 21
36. 59
35.92
35. 34
34. 71
34.16
33. 58
33. 06
M 91
32. 79
32.45
31 15
31.81
3L 51
31.17
30.86
30.70
30.54
30.35
30.18
29.98
N. 79
29.58
29.38
29.13
28.97
2& 74
28. 54
2& 31
28.11

23.88
24. 0.3
24. 33
24. 58
24. 78
24. 97
25. 2.)
25.45
25. 73
25.91
X 22
2rx 43
26. 68
26, 92
27.46
277. 69
2-7. 91
28.16
2& 41
2& 73
28.93
29. i5
29. 37

1,230.00

.8. Rapt.

')(",I

Pereen3tage of
reducetion of
totali tax
UD6let-

(Faw P. 16.)

27.98
27.86
27. 73
27.60
27.46
27.32
27.26
27.19
27.11
27.04
2& 94
X 85
X 75
26.66
26.55
X 44
26.33
26.22
2& 16
X 11
2& 04
25.97
2& 91
2& 82
2& 79
2& 76
2& 78
2& 62
25.63
25.58
25.53
25.47
25.45

25.43

25.40
25.37
25.34
25.30
25. '26
25. 21
25.16

25.12

25.06
25.01

24.98

24.96
24.12
1 24. 26
24.23
1 911 91
1 13. 41
1 2i. 96
1 21.32
1 21.11
1 21.00
120.94

