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1\Ir. WALSH. Mr. Chairman, will the gentleman yield? 
Mr. KITCHIN. I do. 
1\fr. WALSH. Is it the jntentio1i to read the bill by para

graphs? 
1\lr. KITCHIN. By paragraphs. Mr. Chairman, I move that 

the committee do now rise. 
The motion was agreed to. 
Accordingly the committee rose; and the Speaker having re

sumed the chair, Mr. SA~Dl'.:RS of Virginia, Chairman of the 
Committee of the Whole House on the state of the Union, 
reported that that committee had bad under consideration the 
bill (H. R. 12863) to provide revenue, and for other purposes, 
and had come to no resolution thereon. 

LEAVE OF ABSENCE. 

1\lr. PuR£-.""ELL, by unanimous consent (at the request o~ Mr. 
SANDERS of Indiana), was granted leave of absence indefinitely, 
on account of serious illness in his family. 
DISPENSING WITH CALENDAR MONDAY AND CALENDAR WEDNESDAY. 

1\fr. KITCHIN. Mr. Speaker, I ask unanimous consent to djs
pense with the business in order on the Unanimous Consent 
Calendar on Monday. . 
. The SPEAKER. The gentleman from North Carolina asks 
unanimous consent, to dispense with Unanimous Consent Calen
dar business on Monday. Does the gentleman include suspen
sion of the rules? 

1\fr. KITCHIN. Yes; the business in order on Monday. -
The SPEAKER. The gentleman asks unanimous consent to 

dispense with the business in order on next Monday. 
1\fr. LONGWORTH. Mr. Speaker, reserving the right to 

object, is it the intention to proceed now and finish the bill 
before any other business? 

1\fr. KITCHIN. Yes. 
l\1r. STAFFORD. I understand the gentleman asks unani

mous consent to djspense with the business in order on Monday. 
1\fr. KITCHIN. Yes. 
Mr. LONGWORTH. I sugge t that the gentleman also ask 

for the dispensing with business in order on Calendar Wed
nesday. 

Mr. KITCHIN. Yes; I will make that request. 
The SPEAKER. The gentleman from North Carolina nlso 

asks unanimou consent to dispense mth the business in order 
on Calendur Wednesday. Is there object~on? 

Mr. STAFFORD. As I understand it, Mr. Speaker, the gentle
man does not couple with his request to dispense with business 
in order on Monday the request to postpone for the following 
Monday. 

The SPEAKER. The way the Chair put it was to dispense 
with it next Monday and on next Wednesday. Is there ob
jection? 

There was no objection. 
ADJOURNMENT. 

1\Ir. KITCHIN. Mr. Speaker, I move that the House do now 
adjourn. 

The motion was agreed to; accordingly (at 4 o'clock and 35 
minutes p. m.) the House adjourned until Monday, September 
16, 1918, at 12 o'clock noon. 

EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of Rule XXIV, executive communications were 

taken from the Speaker's table and referred as follows : 
1. A letter from the A<:ting Secretary of the Treasury, trans

mitting copy of a communication from the Attorney General, 
submitting supplemental estimates of appropriation required 
by the Department of Justice for the current fiscal year (H. 
Doc. 1276) ; to the Committee on .Appropriations and ordered 
to be printed. 

2. A letter from tile Acting Secretary of the Treasury, trans
.mitting supplemental estimate of appropriation for the current 
fiscal year required by the Division of Loans and Currency and 
the Register of the Treasury (H. Doc. No. 1277); to the Com
mittee on .Appropriations and ordered to be printed. 

3. A letter from the Acting Secretary of the Treasury, trans
mitting copy of. a communication from the Secretary of the 
Navy, submitting a supplemental estimate of appropriation 
required by the Navy Department. for the fiscal year ending 
J"une 30, 1919 (H. Doc. No. 1278); to the Committee on Appro
priations and ordered to be printed. 

PRIVATE BILLS AND RESOLUTIONS. 
Under clause 1 of Rule XXII, 
l\Ir. WASON introduced a bill (H. R. 12944) granting an 

increase of pension to Gilman P. Huff, which was referred to 
the Committee on Invalid Pensions. 

PETITIONS, ETC. 

Under clause 1 of Rule XXII, petitions and papers were lairl 
on the Clerk's desk and referred as follows: 

By l\1r. ELSTON: .Additional petitions, containing many hun
dred signatures, submitted by the Northern California Branch 
of the American Committee for Armenian and Syrian Relief, 
appealing for American interest and aid in behalf of suffering 
Armenians in the Russian Caucasus; to the Committee· on 
Foreign Affairs. 

Also, resolution of the National Fraternal Congress of Amer· 
lea, favoring the passage of Senate bill 3475; to the Committee 
on the Judiciary. 

By Mr. LINTIDCUM: Petition of the D:.miel Miller Co., of 
Baltimore, Md., concerning the matter of inventories with 
respect to f-uture adjustments; to the Committee on Ways and 
Means. 

By Mr. RAKER: Resolution of the Common Council of the city 
of San Diego, Cal., relative to the United States service hos
pital conducted there ·by the Talent Workers; to the Committee 
on Mill tary Affairs. 

Also, petition of the Ripin Co., of New York City, arrainst the 
shipment of wine into this country from Italy ; to the Com
mittee on Agriculture. 

HOUSE OF REPRESENTATIVES. 
MoNDAY, Septembe1· 16, 1918. 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Henry N. Couden, D. D., offered the 

following prayer: 
Our Father in Heaven, draw near to us with Thy holy influ

ence, that we may be guided, in the test through which we are 
passing, to victory, for the eternal values-life, liberty, truth, 
justice, righteousness-and the battle ne'er give o'er until a 
permanent peace shall be established in all the world. 

We thank Thee that the Congress of the United States and 
the people which it represents are placing at the djsposal of the 
Commander in Chief of the .Army and Navy means and men to 
further the war, with our allies, to the desired end. 

Continue to inspire us by the signal victories of our arms. 
Especially do we thank Thee for the glories won by the A..ruer· 
ican soldiers. 

Continue to uphold, sustain, and guide them, with their allies, 
until the enemies of civilization shall be subjected to the peace 
proposition of the civilized world. And the glory shall be Thine 
in Jesus Christ our Lord. .Amen. 

The Journal of · the proceedings of Saturday, September 14, 
1918, was read and approved. 

LEAVE OF ABSEXCE. 

By unanimous consent, leave of absence was granted to Mr. 
FLooD indefinitely, on account of illness in his family. 

REVENUE. 

Mr. KITCHIN. Mr. Speaker, I move that the House resolve 
itself into the Committee of the Whole House on the state of the 
Union for the further consideration of the revenue bill. 

The SPEAKER. The gentleman from North Carolina moves 
that the Hou e resolve. itself into the Committee of the Whole 
House on the state of the Union for the further consideration 
of House bill 12863. 

The question being taken, on a division (demanded by Mr. 
WALSH) , there were--ayes 35, noes none. 

The SPEAKER. In the temporary ab ence of the gentleman 
from Virginia [l\Ir. SAUNDERs] the gentleman from Missouri 
(Mr. H MLIN] will take the chair. 

Accordinaly the House resolved itself into the Committe of the 
Whole Hou~ on the state of the Union for the further considera
tion of the bill (H. R. 12863) to provide revenue, and for other 
purpos~s, with Mr. HAMLIN in the chair. 

The CHAIRMAN. The first paragraph is now subject to 
amendment. If there are no amendments, the clerk will. pro
ceed with the reading of the bill. 
· The Clerk read as follows : 

BASIS FOR DETER:UININQ GAIN OR LOSS. 

SEC. 201. That for the purpose of a~certru.ning the gain derived or 
loss sustained from the sale or other disposition of property, real, per-
sonal, or mixed, the basis shall be-- • 

(a) In the case of property acquired before March 1, 1913, the fair 
market price or value of such property a.s of that date; a nd 

(b) In the case ot property acquired on.or att~r that date, (1) t~e 
cost thereof; or (2) the inventory value, 1f the mventory is made m 
accordance with section 202. 

1\Ir. LONGWORTH. l\1r. Chairman, I ask unanimous consent 
that section 202 be passed OYer for amendment. It is my inten· 
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tion later to offer an amendment to it. I ask that it be pas ed 
ov-er, to be returned to at the pleasure of tlle committee. 

Mr. HARD¥. I wi ll to offer an amendment to section 201. 
I do not wish to lose my right to do that. · 

'l'he CHAIRMAN. The gentleman will not lose any rights. 
I · there objection to the request of the gentleman from Ohio 
that section 202 be pa eel over, to be taken up hereafter at the 
pleasure of the committee? 

There was no objection. 
l\Ir. HARDY. Mr. Chairman, I wish to of'fel' an amendment 

to section 201, and I ask permission to proceed for 10 minutes. 
I may not use all that time. 

The CHA.IR.l\IAN. The gentleman asks unanimous consent 
to proceed for 10 minutes in connection with his amendment. 
Is there objection? 

There was no objection. 
Mr. GARJ\TER. l\Iay \Ye ha>e the amendment reported? 
Mr. HARDY. My motion is to sh·ike out section 201. 
The CHAIRMAN (Mr. SAUNDERS of Virginia). The Clerk will 

report the amendment offered by the gentleman from Texas. 
The Clerk read as follows: 
Amendment by l\Ir. ll.1RDY: Page 4, beginning at line 20, strike out 

an of section 201. 

l\fr. HARDY. l\Ir. Chairman, I mo>e to strike out section 
201, which makPs income out of the difference between what a 
man sells his property for and what it was worth in March, 
1913, if he bought it before then, or what he paid for it if he 
bought it nfter that date. I do so because section 201 is abso
lutely inequitable. The profits that are purpo ed to be taxed 
in the general schedule of this bill are the profits for the year 
101 . We all know that hundreds. of thousands of transuctions 
have occurred between 1913 and 1918, based upon the vnlue of 
the dollar when the h·ansaction occurred. In simple principle 
all(1 policy, a piece of property bought in 1913, if its exc:hange 
value to-day is to be equal to its exchange value when it was 
bought, must bring in dollars and cents something like two 
times w bat it cost. That is · so along all the schedules of buy
ing nnd selling. I heard some one the other day make the sug
gestion that if you made a sales tax you would have to keep a 
schedule of ali sales, and that that would be impossible. If you 
comply with section 201 you will have to keep a schedule of every 
sale of personal, real, or mixed property that you make, because 
your income is by section 201 declared to be the difference 
between what you paid and what you sell it for if you bought 
it since March, 1913, or the difference between what it wa 
worth in l\Iarch, 1913, and what you sell it for if you bought it 
before that, and that takes e>ery sale that a man makes. It 
complied with, section 201 will require that every seller of per
sonal or other property should keep a schedule of what he paid 
for that property if he ·bought it after 1913, or an estimate of 
what it was w·orth in 1913 if he bought it before that. It is 
urged, and I understand th'at it is true, that some similar prin
ciple has been embodied in other revenue measures. That does 
not 2ffect its ju tice or soundness. I am appealing to the com
mittee not to adopt the principle of this section now, beea.use it 
will cau e a stagnation in all trade and there will be· infinite 
difficulty in the enforcement of it. 

J\Ir. GARNER. Will the gentleman yield? 
1\lr. HARDY. Yes. 
1\Ir. GARNER Has tho gentleman heard of any stagnation · 

or 2nything of that kind under the present statute? 
Mr. HARDY. The present statute is nothing like the statute 

about to be enacted. 
1\Ir. GARNER. This is merely enacting into law the 1·ules 

and regulations now in force under the present statute. 
l\Ir. HARDY. So far as the present rules and regulations 

are concerned, they have not cut the figure that this will. You 
take a man who has done a great deal of trading, who bought 
his property years ago and now is in the habit of making trades, 
whether it be in the buying and selling of ships or the buying 
and. selling of land, that man to-day makes a sale of a tract of 
land which he bought in 1913 at the prices then prevniling, anti 
if he sold it to-day at 100 per cent apparent profit and rein
vested the money he could not obtain any more property now 
than he could have obt.airied in 1913 with the money then paid 
for the same land. 

Ancl yet he is taxed under this bill for alleged profits accruing 
from his sale. If you want to tax the unearned increment, all 
right; that would be just, and you could tax all such increments 
equally. There is reason and equity, if a man has a lurge 
increment, such as increased rental value of his property, if 
you tax the increment in value. That is all right, because it 
can be fully adjusted an over the country and made to bear 
equally on all taxpayers. But l.mder section 201 here are two 

men owning tracts of lancl side by siue aml the unearned incre
ment is equal. One sells and he pays a large tax because he 
sells for 100 })er cent over wlmt he gave for it. 'Ihe other man's 
property bas increased equally in value, but he does not selL and 
he pays no tax. That is not a tax on income, but a tax in re
straint of h·aue. Here are the two men owning different tracts 
of land of equal value, bought in 1013; each paid $50 an acre, 
and now it is worth $100 an acre. One would exchange for 1he 
other, perhaps. I do not know whether there would be any tax 
on the exchange, but if there is a tax on the exchange, although 
the tracts arc of the same market value of $100, they could not 
exchange places ~ithout each of them paying a heavy tax. 
Neither of them would make any real profit, but each of them 
would pay a tax, because they had received for their lands prop- · 
erty worth more to-day in dollars than the price they had paid 
for their lands in 1914. For purposes personal to them one 
wants the farm of the other, so they exchange. I do not know 
whether that trade would be taxable under this- law or not, if 
they simply recited that one tract of land is given in exchange 
for the other. This tract of land is worth $100 on the market 
to-day and that is worth $100 on the market to-day. They cost 
only $50 an acre in 1013. If they exchange and pass deeds each 
man is receiving the equivalent of a hundred dollars per acre. 
The chairman of ' the committee tells me there would be no tax 
on such an exchange, but I do not kn()W what the ruling may be. 
This tax is unequal in another line. If the income of one of 
the e men outside of the difference in price paid and the price 
received for his land is $100,000 and his income be increased by 
this alleged profit from the sale, he would have to pay as ta:x:es 
::something like 70 per cent of the alleged profit, while if the 
other man had no other income his tax on the very same sale 
would be very small. 

I say that the provisions of this section are inequitable and 
unfair and unequal, so that it ought not to stand in the bill. 

Now, let me make this suggestion to the committee in charge 
of this bill. If they want to put on a sales tax, why not do it as 
they do the stamp provision? There they provide for every 
sale of real estate-! believe it is only applicable to real estate
the deed of conveyance shall have a stamp ta~ of 50 cent for 
each $500. I would rather see this section go out and make the 
tax on each sale $5 for every $500. If you did that a man would 
know when he made a sale how much the Go>ernment was going 
to get and how much he was going to get. He would know how 
much he would ha>e to pay in taxes. This section ought to be 
wiped from the bill, and if you are proposing to tax the act of 
selling, tax it as such under the stamp tax and make every man 
wl10 sells a tract of land pay 1 per cent tax on the consideration 
received when he sells it, or such per cent as may be required to 
raise the needed revenue. 

I do not know what other laws have said, I do not 'b.-now what 
other governments have done, but I do know that thi F:ection i 
full of inequities and the definition ought not to be t11ere, be
cause it recites what is not true. 

The profits of a;n individual selling a tract of l~ ncl in 1918 'is 
not the difference between what he gave for it in 1914 and what 
he sells it for now. He has no profit, if the money he receiYes 
to-day would buy no more than the money he gave would hn Ye 
bought in 1914. 

It is unequal because it allows a man who retains the pt·operty 
on which the unearned increment is accrued to pay no taxes, 
and will induce thousands of men to simply stop tmding or 
buying and selling. If you want to cause a stagnation of deal
ings in lancl you put that tax tbere. 

Let us stu<ly this section. Here is a man who wants to buy a 
home, wants to buy 100 acres of land, and the man that owns it : 
must, without making this sale, return a considerable income, 
and if he makes the sale, the difference between wllat he paid 
for it and what he gets will be added to his income and taxed 
very heavily. If his income outside of that is $50,000 and the 
profit as fixed by this section increases it by $10,000, that $10,000 
would pay two or three thou and dollars of tax. What is he goinl; 
to do? If he sells it, he is- going to add that to the purclla~ e 
price of the little IL'Un who wants to buy a home. Suppose his 
income over and above that is $100,000. l\ly recollection is that 
he would then ha-\e to pay on that supposed profit of $10,000 
some $4,000 or $5,000 as a Government tax. Is he going to bear 
that, or will he make it harder for the little man who wants ru 
buy by making him pay part of the tax:? The GoYernment un~ 
justly calls- the price A receives from selling his- property an 
income, and A, if pos~ible, adds tho tax: to the selling price of 
his land. 

l\Ir. GARNER. If a man bought a pi-ece of land in 1915 fol' 
$10,000 and sold it in 1918 for $20,000, then I tmderstand the 
gentleman to argue that he has made no profit, because ~20,000 
now is not worth as much as $10,000 then. 

J 
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li.rr. HA.RDY. That is one proposition, one ground of my ob
jection to this tax. 

1\lr. GARNER. 'Vould that not apply to the purchase of cat
tle, the purchase of oil, the purchase of steel, or the purchase of 
anything else in 1915, which was sold -iri 1918, so that there 
would be absolutely no such thing as profit in 1918 unless the 
money should be just as valuable in 1915? 

The CHAIRMAN. The time of the gentleman from Texas 
has expired. · · 

Mr. HARDY. Mr. Chairman, I ask unanimous consent to pro-
ceed for two minutes in order to reply to that argument. 

The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. HARDY. The fact that a principle applies to other things 

than that which I have named does not make it any the less 
juSt. If you are taxing unearned increment for 1918, tax that, 
and do not go back with a retroactive act for five or six years. 
It is now five years since March, 1913, and 1919 will add the un
earned increment of six years, and it will take from the de- _ 
creasing purchasing power of the dollar. I do not care whether 
it be cattle or steel or iron or any other kind of property. The 
increased \alue that accrued in 1914 is not a part of the income 
of 1918, because it accrued in 1914, and no increased price which 
is :u:;:erely the result of a fall in the value of · the dollar is a 
profit, and to tax the increased price growing through five 
years of universally rising prices simply because the prop
erty is sold or exchanged is unjust. The law is unjust as ap
plied to every commodity, and it applies to personal, real, and 
mixed property. I simply make the statement that if you want 
to tax the unearned increment you should tax it whether the 
vroperty is sold or not. That is just, and you can apportion 
the unearned increment of each year. If that property has in
creased in value 100 per cent in five years, you can apportion 
20 per cent of it for the year in which the sale is made and the 
income given, or if you wish to tax unearned increments, tax 
them by legislation that will reach and get the unearned incre
ment in the hands of the IIi-an who holds his land or the man 
who sells it alike. However, if you wish to put an embargo on 
the opportunity of a poor man buying land, you will do it by this 
section to a large extent, in my judgment . . If you were just and 
fair in this, I would say all right, but you are not just; you are 
unequal. 

The CHAIRMAN. The time of the gentleman from Texas 
has again expired. 

Mr. HARDY. I shall not ask to say anything more. In my 
opinion, this section defines as profits something that is not 
profits and as income something that is not income. A sale or 
exchange of property is m-erely a conversion of one · kind of 
property into another. · 

1\Jr. KITCHIN. 1\.lr. Chairman, either the gentleman from 
Texas [1\fr. HAnDY] dqes not understand the provisi~n in sec
tion 201 and in section 213, or else the committee does not 
understand it, and neither did the Congress understand it in 
1913 nor did the Congress understand it in 1916. This provision 
makes absolutely no change in existing law. It was the same 
in the acts of 1913 . and 1916. No man on this floor or on the 
floor of the Senate lllade any objections to it upon the ground 
the gentleman makes objections now. In the consideration of 
the act of 1913 and the act of Septembe1~ 8, 1916, no man on the 
floor or on tl1e floor of the Senate made the objections now 
made by the gentleman from Texas. As the gentleman from 
Texas [1\:Ir. GARNER] suggested, the reasoning of the gentleman 
from Te:x:as [1\fr. HABDY1 would apply to every conceivable 
source of income. I would also saiV to the gentleman that you 
might strike out the provision which he asks us to strike out, and 
it would not affect the law at all. Gross income is defiped in 
section 213. 

1\.lr. BLACK. Mr. Chairman, will the gentleman yield? 
Mr. KITCHIN. Yes. 
l\Ir. BLACK. Does not the gentleman think that the reason 

that there has not been mere complaint about this particular 
method is on account of the fact that the normal income tax 
has IJeen a low tax, but as occasion arises for this scale ascend
ing, if you go and accumulate six or seven years of unearned 
increment and then apply the heavy tax to the one year, it would 
be very onerous? 

l\lr. KITCHIN. Oh, I suppose objections will be raised to a 
great many provisions in the bill, because the tax is high, but 
the principle is the same, whether the tax is 2, 4, or 12 per cent. 

1\Ir. GARNER. 1\ir. Chairman, wilJ the gentleman yield? 
Mr. KITCHIN. Yes. 
l\Ir. GARNER. Let me suggest this to the gentleman from 

Texas: Suppose you had applied this law to each income for 
each year in five, and then let us say that the war is over, and 

in five years from now we have a low, normal tax, and a man 
comes in and says, "I want you to take it all for this year anti 
not to go back to 1918 and apportion it at 12 per cent." 

l\Ir. BL .... -\.CK. Let me suggest this to the gentleman: Woultl 
it not be well to have the law provide in the case of property 
acquired before March 1, 1913, "the fair market price or value · 
of such property as of tl1e date of the beginning of the _fiscal or 
calendar year for which the taxpayer makes his returns "? 

1\ir. KITCHIN. If the gentleman's proposition could be main
tained, then we would have a ridiculous performance on the part 
of the Treasury Department. Suppose I bought a piece of prop
erty five years ago and I sell at a big profit now. It would have 
to go to work and ascertain the value of that piece of property 
on the 1st of .January last year, the 1st of .January the year 
before, the 1st of January the year before that, the 1st of Janu
ary the year before that, and on the 1st of January t11e year 
before that, when there· is possibly no way of finding out. The 
gain for income-tax purposes can not be determined until the 
property is sold. 

Mr. HARDY. Will the gentleman yield right there? 
1\Ir. KITCHIN. I wil1. 
l\Ir. HARDY. Does not this very bill require, in case property 

was bought before 1913, they must go to work and find out the 
value as of that date-

Mr. KITCHIN. Yes. 
Mr. _HARDY. The date of March 1, 1913. What more diffi

culty would you have in finding out the value of the property 
the first of the current year than of March 1, 1913? 

l\Ir. KITCHIN. You would have five times more difficulty if 
you had to ascertain it for five years, or six times if you had to 
do it for six years. 

Mr. HARDY. You would llave less difficulty, because you 
would only have to finu the value of property at a comparati\ely 
recent date. 

Mr. KITCHIN. There is very good reason. I assumed every 
gentleman in the House, I thought even the gentleman from 
Texas, understood why we had to put March 1, 1913, into the 
statute, because before M-arch 1, 1913, Congress had no consti
tutional power to levy Rn income tax. The income-tax amencl
ment did not become effective until March 1, 1913. All gain, 
to which the gentleman referred, which had accrued before Con
gress had the power to pass an income tax could uot be taxed, 
and therefore we had to say that in the case of property pur
chased before March 1, 1913, it matters not what its value, 
must be taken as of that date, because if I bought a piece of 
property of $10,000 and on 1\larch 1, 1913, it was worth $20,000, 
my income or profit is $10,000, and as that gain accrued before 
Congress had the power to enact an income tax, it could not be 
taxed. 

Mr. BLACK. Will the gentleman yield? 
Mr. KITCHIN. I will. . 
Mr. BLACK. Is it not a fact that this income law and this 

excess-profits tax law is designed to tax incomes for tile calen
dar year and the fiscal year? That is the primary purpose, 
is it not? 

1\fr. KITCHIN. Yes. 
Mr. BLACK. A.~ this section stands is it not possible to tax 

an income extending over a period of five years? -
Mr. KITCHIN. No, sir; let me call this to the gentleman's 

attention: The Constitution gives us power to tax incomes from 
whatever source derived. A gain, whether over a period of one, 

· two, three, or five years, can not be determined for income-tax 
purposes until a sale is made. 

l\lr. HARDY. Will the gentleman yield? 
Mr. KITCHIN. I can not yield to the gentleman now. I 

am a lawyer, and say I had a case on hand which I had had 
. for 10 years and I had been working on that case every year. 
I was earning a part of my fee each year, but what is my 
income? The amount they pay me, that is the income from my 
efforts extending over several years. So my income is taxable 
the year I receive it, the year I enjoy it, ii: is when it i an 
enjoyable income. 

l\1.r. HARDY. Will the gentleman yield? 
Mr. KITCHIN. I will yield. 
1\Ir. HARDY. Suppose t11at man instead of holding the prop

erty in 1913, if he had only bought in 1915, and had paid half 
the difference between 1913-1918, he still h<lS the same property, 
but pays less tax. Is there any equity--

1\ir. KITCHIN. If there is any equity in an income tax. It 
makes no difference whether it is land you buy or a ship. If 
you bought a ship in 1916 for $100,000 and sell it in 1918 at 
$200,000, or if you bought Bethlehem stock or United States 
Steel Corporation stock in 1915, your income is the difference 
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between the purchase and selling price, and that is the only rule 
under which you can administer the law. 

Mr. GARRETT of Texas. Will the gentleman yield? 
1\Ir. Kl'rCHIN. I will. 
Mr. GARHETT of Texas. In the case of the lawyer which 

the gent1elilltn cited, suppose you were employed in that case in 
1913 and it goes dragging through the courts until 1918, a. very 
important case, in which you were to receive $10,000, and you 
required your client to pny you $2,000 each year, and in the year 
1918 you received :P2,000, how much income tax would you 
pay? 

Mr. KITCHIN. In 1918 you would be taxed upon t11c $2,000 
recei¥ed during that year. 

Mr. HARDY. Mr. Chairman, I desire to ask permission . to 
modify my amendment so that it can be discussed as modified. 

Mr. McFADDEN. Is it not a fact that the trouble which the 
gentleman has pointed out in refe~·ence to investment is due 
entirely to tlle decrease in the purchasing value of the dollar, 
whetller that is not the undel~lying scheme? 

Mr. IGTCHIN. That is one proposition. The proposition of 
the o-entleman from Texas [Mr. HABDY] would apply to every 
income, and I will say that, in my opinion, if the theory of the 
gentleman was carried throughout this law that we would get 
from the war am1 excess-prQfits tax and the income tax 

2;000,000,000 less than we expect to g-et under the proposed 
bill. 

Mr. CARTER of Oklahoma. If I understand the gentleman 
tlle income tax is col1ectcd on the income as it is paid and not 
as it is earned? 

Mr. KITCHIN. Not as it is earned. • 
1\Ir. CARTER of Oklahoma. For instance, if a man earns 

his fee in 1915 and it is collected in 1918, the present law would 
govern? 

Mr. KITCHIN. Yes; unless he kept his books on an accrual 
basis. 

1\lr. CHANDLER of Oklahoma. In the case of loss, is the 
seller permitted to deduct that loss? 

1\fr. KITCHIN. I will say to the gentleman from Texas that 
a person selling land bas n right to add his permanent improve
ments as a part 'of the capital invested and deduct it from his 
increased income. 

Mr. HARDY. The gentleman said that he would pay a tax on 
the income the year he made it. If a payment of $1,000 a. year 
was agreed on for five years, and there had been none of it 
collected until 1918, does the gentleman think that that would 
come in as income for 1918 or that the payment of a note that 
was due for services in 1914 and not paid until 1918 would be 
1918 income? 

1\fr. KITCHIN. Oh, no. If you paid a note--
Mr. H ... <\.RDY. Suppose it was not a note but just an agree

ment to pay? 
l\Ir. KITCHIN. If I was a lawyer and in 1915 took a $5,000 

note for a fee and did not collect that note until 1918, the gen
tleman wants to know if I would be taxed in 1918 or 1915. If 
I was honest I would have given it in 1915, because tlmt was 
income for that year. I could have enjoyed it by selling the 
note or discounting it. 

l\1r. MADDEN. Will the gentleman yield for a question? 
l\1r. KITCHIN. I yield. 
Mr. :MADDEN. Putting the reverse of the question asked by 

the gentleman from Texas [Mr. HARDY], suppose a man bought 
property at a certain dnte in 1913 and sold that in 1918 at a loss, 
does this law provide that he shall be permitted to take credit 
for the entire loss or only a certain percentage of the loss, based 
on the number of years over which it existed? 

1\lr. KITCHIN. It answers it elf. 
Mr. l\1ADDEN. It does not answer itself. 
1\lr. KITCffiN. You m·ean if it is prorated like the gentleman 

says ? . 
l\fr. MADDEN. What I mean is, that if he buys property in 

March, 1913, and sells it at a profit in 1918, ·of course he must 
pay the Go\ernment a tax on the difference between the pur
chase price and the ~elling price, but if he buys property in 1913 
and f.iells it at n loss in 1918, the question is, Do-es the law permit 
l1im to take credit for the loss? I do not think it does. · 

l\It·. KITCHIN. I think he can under the provisi~n in the bill 
allmYing a deduction of all losses, whether connected with the 
business or not. 

Mr. MADDE~. Under this law·, but it can not be deducted 
uncler existing law. 

!Hr. KITCHIN. .Any loss in connection with tile trade or 
bns ine ·s can be deduC'te<l under existing law, but in an isolated 
t1·11n .nction, not connected with the trade or business, only losses 
usbined not to exceed the profits arising therefrom can be de-

ducted under existing law. The proposed bill provides for the 
deduction of the entire loss in such a case. 

Mr. HARDY. Mr. Chairman, I ask unanimous consent to 
amend my amendment by, instead of striking out section 201 
as an entirety, striking out all after the brackets and down to 
and including "1913," in line 25, and, after the word "date," 
insert " of the beginning of the year in which the sale is made," 
so that it will read as a whole: 

The fuir market price or value of such property as of the date of the 
beginning of the year in which the sale is made. 

So it will get the increment for that year. 
The CHAIRl\iAN. The gentleman from Texas asks unani

mous consent to withdraw his amendment and offer in lien 
thereof another one, which the Clerk will report. Is there objec
tion? [After a pause.] The Chair hears none. The Clerk will 
report the amendment now offered by the gentleman fi·om Texas 
[l\Ir. HARDY). 

The Clerk read as follows: 
Amendment by Mr. HARDY : Page 4, line 24, after "(a)," strike out 

the words " in the case of property acquir~d before l\Iarcb 1, 1913," 
a!id atter the wo_rd "~ate," in line 26, insert the words "of the bcgin
nwg of the year m which the sale is made." 

l\lr. HASTINGS. Now, l\1r. Chairman, just •a minute. He 
would also want to change the word "that," before "date," to 
" the," I think. 

Mr. HARDY. Yes; that is right. 
1\ir. KITCHIN. Mr. Obairman, now I ask unanimous consent 

that we take a vote on that when the gentleman from Michigan 
[Mr. FoRDNEY], who desires to address the committee, bas con
cluded. 

l\lr. CANNON. Let us have t11e amendment read now as 
amended. I have just come in. 

The CHAIRMAN. Without objection, the Clerk will report 
the amendment as amended. 

The Clerk read as follows: 
Line 24, page 4 : 
"(a) The fair market price or value of such property as of the date 

of the beginning of the year in which the sale is made; and." 
~he CHAIRl\I.A__l'f. The gentleman from North Carolina [Mr. 

KITCHIN] asks unanimous consent that ~11 debate on this amend
ment end with the termination of the speech of the gentleman 
from Michigan [l\lr. FonDNEY]. Is there objection? [After a 
pause.] Tbe Chair hears none. 

l\Ir. FORDNEY. Mr. Chairman, I would not take up the time 
of the Hou e in discussing this amendment were it not for the 
fact that in my opinion it is one of tbe most important para
graphs in the bill 

Existing law permits a person or a corporation O"\\'n.ing prop
erty purcha ·ed prior to March 1, 1913, to take its value as of 
that date-March 1,1913-wben disposing of the property. Now, 
the reason why thut date has been fixed is because at that time 
the courts held ·tbe income-tax law constitutional. Property pur
chased prior to March 1, 1913, and sold this year is treated by 
the Treasury Department as follows: Suppose that you purchased 
a piece of property 10 years ag-o and ~ell it to-day. You l1ave 
held possession of that property for 10 years. The difference 
between the price paid for it 10 years ago and the price you 
~ell it for to-day, induding the original purchase p.sice, is 
the amount of your taxes and 3·our upkeep, whate\er that may 
be. 'What you sell the property for above these costs is profit, 
an¢1 on that profit you must pay a tax; but prorating your earn
ings on the profit from that property 'Jbtained when you solu 
it from the time you purchased it to the time you sell it; you pay 
a tax upon what it earned pro rata from Marcl11, 1913, clown 
to date of sale; but what it earned prior to l\Iarch 1, 1913, is not 
subject to taxes under existing law or under tl!e provisions of 
this bill. This Janc:uage in this bill, as the gentleman from North 
Carolina [l\Ir KITCHIN] has .Said, i exactly the language con
tained in the act of September 8, 191G, and in the act of October 
3, 1917. There is no change in this as eompared with existing 
law. The property purchnsed since March 1, 1913, and converted 
into money or profit this year is considered income of this year, 
and one must poy an income tax on that income. But, as before 
stated, whatever the property earned prior to March 1, 1913, is 
not subject to an income tax:. 

Mr. HARDY. M.r. Chairman, will the gentleman yield for a 
question? 

The CHAinMAN. Does the gentleman from Michigan yield 
to the gentleman from 'l'exas? 

Mr. FORDNEY. Yes. 
1\Ir. HARDY. If A and B. owning two tracts of land, exchange 

those tracts \Vithout any money being- paid, although each one 
of 1;hem has enhanced in yalue, is there any t:.:'lX on that ex
change? 
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Mr. FORDNEY. No. They have received nothing. They 
have had no income. You do not have nn income until you con
yert the property into money. I may own a piece of land and 
exchange with you for another piece of land to-day worth twice 
what the property cost me when I ga\e it to you, but there is 
no income, because I lurve not converted it into money. 

1\Ir. HARDY. Let me put it this way : If A sells his tract of 
land for $100 an acre and buys B's tract of land at $100 an acre 
there are two income taxes to pay, are there not? 

1\Ir. FORDNEY. No. If you make a profit, then you must 
pay a tax; but if you do not make a profit you do not pay a tax. 

Mr. HARDY. Then I made as much profit if you ex:changed 
ihe land as if two sales were made and two purchases. 

1\lr. -FORDNEY. No; unless you convert your property into 
money or stock of a corporation, you have no income. If you 
have an income, you pay the tax. 

Mr. HARDY. I nothing else but property considered :m 
income? 

Mr. FORDNEY. I know of no such sale. I ha\e never con
wrted property into anything except money or the stock of a 
corporation. 

1\fr. HARDY. Does not tills bill put a tax on property? 
1\Ir. FORDNEY. Not unless it i <:: con\erted into money. 
1\Ir. HARDY. If you trade fvr personal property, you do 

not pay tax? 
l\Ir. FORDNEY. If you con\ert yom· property into stock, 

which i equivalent to money, you must pay a tax on it, but no 
other w·ay. 

Mr. BENJAMIN L. FAIRCHILD. Mr. Chairman, will the 
gentleman yield? 

Mr. FORDNEY. Yes. 
1\Ir. BENJAMIN L~ FAIRCHILD. · Referring- to the proposi

tion of the cost of the property, suppose in 1913 a man buys 
a piece of land and pays $1,000 for it. 

Mr. FORDNEY. Yes; after March 1. 
Mr. BENJAMIN L. FAIRCHILD. Ye'"' ; after l\Iarch 1. An

other man buys a piece of land and pays :5,000 for it. 
Mr. FORDNEY. Yes. 
1\lr. BENJAMIN L. FAIRCHILD. In the meantime, if to-day 

this law goes into effect, the man who bas the $5,000 land finds 
that his land has not increased in \alue, but the man who has 
the $1,000 land finds his has increased in ntlue fisefold and that 
it is now worth $5,000, and they exchange. Does the $1,000 man 
not pay an income tax on that exchange? 

Mr. FORDNEY. I believe I am right in saying that you pay 
no tax on any value you may get by exchange of property unless 
you con\ert it into money or its equivalent, which is stock or 
bonds, which this law provides sbnll be considered as income. 
Unless you convert property into money or money equivalent, you 
do not pay a tax upon it. If you pm·chased a piece of property 
for $1,000 on March 1, 1913, and convert it into money to-day or 
its equivalent at $10,000, you are called upon to pay a tax on 
$9,000. If I purchased a piece of property then at $5,000 and 
convert it into money at $10,000 to-day, I pay a tax on what
ever my profit is and you pay a tax on your profit. If you made 
more profit than I diU, you must pay more tax than I do. 
That is all. 

1\Ir. BENJAMIN L. FAIRCHILD. Under the bill, if the 
$1,000 man makes $4,000 profit by taking a $5,000 property in 
exchange instead of $5,000 cash, be pays no tax under this bill? 

Mr. FORDNEY. He does not pay any tax unless he gets an 
income. I can not answer any clearer than that. An exchange 
of property is not an income, in my opinion. 

Mr. HARDY. l\Ir. uhnirman, will the gentleman yield? 
1\fr. FORD~"'EY. Yes; I yield. But do not take up all my 

time. 
1\Ir. HARDY. Suppose a ease where land is sold anc.l pay

ment made in cattle. 
1\Ir. FORDNEY. If you convert the cattle into income, then 

you have an income, and you pay a tax on that income. You 
do not get any income on your cattle until they are converted 
into money. Suppose you ha\e cattle in your possession and 
feed them all this year. You have no income from them. I 
say you pay no tax on an exchange of property unless you con
vert that property into money or its equivalent, and then you 
pay an income tax. Only then do you pay a tax on it. This 
law imposes no t~""C on real estate--only a tax on incomes. 

Mr. HARDY. The gentleman does not regard payment in 
cattle as an income at all? 

Mr. FORDNEY. No. How can you use the cattle until you 
can sell them? 

Mr. HARDY. You may have them for dairy purposes. 
1\Ir. FORDNEY. You may keep them for 10 years, and yet 

you have no income until you convert those cattle into money. 

1\Ir. HARDY. And yet a man may buy out a whole dairy as 
an investment for the benefit of his business. 

Mr. FORDNEY. Oh, no man is so blind as the man who will 
not see. This law provides only for a tax upon your income. 
If-you have no income, you do not pay a tax. 

1\Ir. CARTER of Oklahoma. Mr. Chairman, will the gentle
man yield? 

Mr. FORDNEY. Yes. 
1\Ir. CARTER of Oklahoma. Suppose a man had a tract of 

land that was worth $25 an acre prior to March 1, 1913-
Mr. FORDNEY. Yes; wo·rtb $25 an acre prior to March 1, 

1913. 
Mr. CARTER of Oklahoma. Which increases in \alue a dol

lar e\ery year for five years, and is now worth $30 an acre. 
Mr. FOUD~"EY. Yes. 
1\Ir. CARTER of Oklahoma. Now, what income tax would a 

.man have to pay under the present law, and what would he 
have to pay under any other laws? 

Mr. FORDNEY. If you purchased a piece of property before 
March 1, 1913, you can take the value on that date as your in
vestment in that property, and whatever you sell that property 
for over and above that value is income, on which you must 
pay the tax. Now, if you purchased it after March 1, 1013, 
there is no question as to its value. Its value is what you paid 
for- it, and when you sell it this year the difference between 
what you pai<l for it and what you get for it is profit, and on 
that you pay an income tax. That is the law. I can not make 
it any plainer than that. 

l\Ir. KNUTSON. Now, we wlll say that three individuals own 
a certain piece of property together which they bought subse
quent to March 1, 1913, and the increase is divided proportion
ately among the three. How would the tax be levied in that 
case? 

Mr. FORDNEY. Oh, my friend, I have said, before that you . 
do not pay the tax until you get the income. Whatever your 
income is on that you must pay the tax, no matter how you dis
pose of your property. 

Mr. WINSLOW. Let us suppose that a trust fund has been 
created for $100,000 nnd invested in real estate. 

Mr. FORDNEY. 'Vben? 
Mr. WINSLOW. At any time-within the time provitled in 

this bill or at any other time. In due time that property is 
· solc.l for $125,000. 'Vould the $25,000 be regarded as income 
or would it be added to the principal of the trust account? 

Mr. FORDNEY. If you have purchased a piece of property. 
since March 1, 1913, for $100,000 and you sell it to-day for 
$125,000, under existing law and under the provisions of this 
bill yom· profit is $25,000, and on that you pay an income tax. 

1\fr. WINSLOW. Your profit? 
1\fr. FORDNEY. Yes. 
1\fr. WINSLOW. Then do you make a distinction in the bill 

between what is commonly known ns profit and what is com
monly known as income? There is a very distinct difference. · . 

Mr. FORDNEY. No; I do not think there is any difference 
when you apply it to a purchase since 1\Iarch 1, 1913. 'Vhat
ever you dispose of your property for in dollars and cents O"\""er 
and above what it cost you since March 1, 1913, is profit or 
income of this year. You make that profit· this year. If you 
dispose of that property this year and obtain that profit this 
year, it is income of this year according to law, and on that you 
must pay the tax. 

1\fr. CARTER of Oklahoma. What is the difference between 
net income and profit, if any? · 

The CHAIRMAN. Tne time of the gentleman has expired. 
1\lr. S£o..~DER. I ask unanimous consent that the gentleman 

from Michigan ha\e five minutes more. 
The CHAIRMAN. ·The gentleman from New York asks unani

mous consent that the time of the gentleman from Michigan be 
extended five minutes. Is there objection? 

There was no objection. 
. l\Ir. FORDNEY. If you bought n piece of property five 
years ago for $100,000, and you sell it to day for $25,000 more 
than you paid for it your profit over and above the purchase 
price is $25,000, and you have n profit of $25,000. Now, you may 
cha:rge up against that $25,000 profit the taxes which you have 
paid on that property from the time you purchased it until the 
time you sold it, or you may be permitted to charge up insurance, 
or you may charge up any other expenses which you have been 
put to in maintaining or looking after that property, and your 
net profit is the difference between all those costs and the price 
. you obtained for it. 

Mr. WINSLOW. Let us take the case of $100,000 invested in 
a trust fun<l, the investment to be marle in real ef'tnte which, 
within the terms of this bill, is duly sold for $125,000. The 
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profit on the sale is $25,000. Now, suppose in the meanwhile 
it bas earned, in rentals, and so forth, after · paying the : ta~es, 
an income of $10,000 a year. Do you differentiate at all be
tweP.n the $25,000 which is made as a profit on the sale and the 
10,000 which is the net income derived from haridling the 

property? · 
- l\lr. FORDi\"'EY. No. The difference between the purchase 
prl'Cc and the sale price, together with all income from that 
property during the time you held it, is considered profit or in
come. Deduct from the sale price the purchase price and the 
cost of maintenance and looking after the property, collecting 
rents, and all other proper charges. Deduct that from the 
profits you made out of the property, and the net profit on the 
. ale, together with the income from rentals or any ·other source 
during the year is your profit, and on that profit you pay a tax. 
That is your income for this year, if you obtained the profit this 
year. 

1\Ir. \VINSLOW. One further inquiry, please. 
Mr. FORDNEY. Yes. 
1\Ir. WINSLOW. Suppose you are one of three trustees of a 

property of $100,000 invested in real estate, and in the course
of two years you have a chance to sell that real estate and do 
sell it for a profit of $25,000. Do you think that as a trustee 
you would be ·willing to distribute that $25,000 among the bene
ficiaries of the trust as a matter of income? 

1\Ir. FORD:r\'EY. If it is income it is the duty of the trustee 
to distribute it or pay the taxes due. 

1\Ir. WINSLOW. That is what I am trying to find out. 
1\Ir. FORDNEY. If not, he retains it in the business. 
l\fr. WL.~SLOW. There is u difference between profit and 

income. 
1\lr. FORDNEY. Oh, no,. my good friend. You get back to 

the 11roposition of u corporation. What is the difference be
tween a corporation obtaining profit out of a business and a 
trustee obtaining profit? 

1\Ir. WINSLOW. The trustee obtains the profit in the inter
est of the real owner. 

1\fr. FORDNEY. The law provides that a corporation failing 
to distribute those profits for this year to the stockholders pays 
in addition to the 12 per c.:nt normal tax a penalty of 6 per cent, 
making a-total of 18 per cent for nondistributed earnings of this 
year. I do not know as that applies to a trustee tl1e same as to a 
corporation. · 

1\fr. · WINSLOW. One further question, Should the Members 
of the House understand that for the purposes of this bill all 
increases, whether profits, technically speaking, or income, tech
nically speaking, become the subject of taxation on the same 
basis! 

l\lr. FORDi'I'EY. Yes. 
Mr. WINSLO\V. So you make a pool of the whole bu ·iness 

in the way of increase, income, and profits? 
1\lr. FORDNEY. AU profits obtained in this year's business, 

whether from the sale of property or profits made out of the 
manufacture and sale of goods, is income of this year and sub
ject to taxation under the provisions of this bilL 

1\lr. LONGWORTII. l\fay I suggest this as an ilustration? 
If I have a share of stock that brings me in a certain income, 
that is properly income and taxable as such. If I sell that stock 
and make a profit, it is not strictly income but regarded as in-
come and taxed. . 

1\Ir. WINSLOW. If you are defend.ing the interests of the 
beneficiaries under ·a h·ust, you would not feel that you should 
dissipate the profit on the sale. 

1\lr. LONGWORTH. I think not. l\1r. Chairman, I ask unani
mous consent for half a minute. 

Mr. HARDY.- Reserving the right to object, I want to ask 
unanimous consent to proceed for five minutes myself. I offered 
the amendment, and there has been 15 minutes discussion 
against it. 

The CHAIRMAN. The gentleman from Ohio asks unanimous 
consent to proceed for half a minute, and the gentleman from 
Texas couples with that a request for five minutes. 

1\Ir. HARDY. I withdraw any objection. 
. The CHAIRMAN. Is there objection? [After a pause.] The 

Chair hears none. · 
Mr. LONG,VORTH. Mr. Chairman, I want to ask the gentle

man from North Carolina how much revenue, in his opinion, 
would be lost in case the amendment of the gentleman from 
Texas was agreed to. 

Mr. KITOHIN. . Under his theory I should guess $2,000,000. 
1\lr. LONGWORTH. Does not the gentleman think that the 

gentleman from Texas ought to suggest something to take the 
place of it? 

LVI--GGG 

·1\.Ir. GAR:r-.'ER. I do not think you could get over three billion 
from excess profits and income. 

l\lr. LONGWORTH. Does not the gentleman think that the 
gentleman from Texas ought to offer some suggestion to take 
the place of that loss? 

1\fr. KITCHIN. In. the loss of sales and profits I should say 
that we would lose more than half of the tax from the profit 
sales. 

1\.Ir. HA.RDY. Mr. Chairman, I ask unanimous consent to pro
ceed for five minutes. 

The CHAIRMAN. Is there objection to the _request of the 
gentleman from Texas? 

There was no objection. 
l\.fr. HARDY. Mr .• Chairman, if the gentleman is perfectly 

frank that this amendment of mine would ::mcrifice $2,000,000 
revenue, I have no further contention, because necessity kpows 
no Ja'iv. 

Mr. GAR!II"'ER. I want to say to the gentleman that the 
theory of his proposed amendment would undoubtedly cut the 
revenue down 50 per cent. . 

1\lr. HARDY. l\Ir. Chairman, I have ~uggested a straight 
tax on sales. I would make it apply to all sales of $500 and 
over. Put on a stamp tax of 1 per cent or over. I do not 
believe you would lose a dollar of revenue if you did t~a t. 

Now I want to say a word in reply to what the gentleman 
from 1\Iichigan said, that the sale of land by exchange for 
other property actually pays no _ tax. Suppose the gentleman 
wants to get a dairy stock and he knows the market value of 
Holstein cows out at _the Soldiers' Home-that cows, fine cows, 
are worth $200 a head. He finds a man with a fine herd of 
Holstein cows and he trades his land for the cows. He does not 
get money, but he gets what would cost him money to buy. I 
am afraid that you will find that under this bill, standing as it 
doe , there will be more ingenious devices to avoid the payment 
of the income tax than ever were invented to avoid any other 
tax because inherently wrong. The gentleman made the state
ment that in arriving at the profits he would take into the calcu
lation -of all the expenses for five years, deducting them together 
with the original purchase price from the selling price. '.rhis 
seems to me to show that you are levying a tax to cover the 
profits of five years on men who sell, while everybody else i$ 
only levied upon for the profits of one year. It is unjust, it is 
unequal, and will be difficult of enforcement because men will 
adopt hundreds of methods of evasion. 

If you want a tax on the increased value of 1918, you can find 
what the value was at the beginning of the year as well as you 
can find what the value was in 1913. The very obstacle that 
the gentleman from North Carolina insists would make it diffi
cult to enforce suc}l a law stands in the \Yay of enforcing sec
tion 201. It is as difficult to find out the \alue in 1913 as in 
1918. You have got to find under section 201 what the value 
was in 1913; can you not find the value at the beginning of the 
taxable year more easily than you can find what it was four or 
five years ago? 

. Mr. FORDNEY. WHI the gentleman yield? 
1\Ir. HARDY. Yes. 
Mr. FORDNEY. If the gentleman's theory was put into law, 

every corporation in the country paying an income tax would be 
permitted to take from their profit deductions based on the value 
to-day instead of l\farcb 1, 1913, and your income to the Treasury 
Department would be far less than what it would be under this 
bilL . . 

1\fr. HARDY. Corporations are not engaged in selling the 
corpus of the corporation. This does not affect them, or affects 
them but little; it affects the private individual. 

Mr. FORDNEY. A corporation has the benefit of an 8 or 10 
per cent deduction based on the capital in making the income 
tax for this year. If permitted to take the value of their prop4 

erty this year instead of under the law, the original purchase 
price-there is a vast difference between the purchase price 
to-day and-- · ' · • . 

1\Ir. HARDY . . Does the gentleman mean under this law a man 
having goods on his shelves is to go back and see what the \alue 
was when be got them? 

1\fr. FORDNEY. His books will show what the value .was in 
1913. 

Mr. GARNER. Let me say to the gentleman, take the cor
poration that is earning 50 per cent. If you take that as a basis 
of value, there woUld be no excess profits in this bill at all. 

Mr. HARDY. This is not a question of excess profits. -
Mr. GAR~TER. But it is the same theory that you are speak4 

ing of-taking the basis of Talue as of the 1st day of J'anuary 
of the calendar year for which you collect the· taxes. Then a 
corporation or an in~i\I?_ua~ would be wo1~th whate::er t~e 'p1•o~-
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erty was worth on the 1st day of January, and you would base Mr. KITCHIN. But--
the calculation upon that. Mr. GR.AHAM of Pennsylvania. Oh, the gentleman will par-

1\Ir. HARDY. If he sells out, you would do it; but there Is don me a moment. He must not talk all 'of the time, even though 
no analogy in the proposition tl1e gentleman makes and the· he be chairman of the committee; I wish the gentleman would 
question I am discussing. In effect section 201 makes this bill · allow me to make my statement, and then I shall listen patiently 
levy a sales tax, and a sales tax that is so unequal as to make it to hear his statement. · 
n trayesty on the idea of fair and equal treatment, much less l\Ir. KITCHIN. Let the gentleman make his statement. 
equal and uniform taxation. I do not object to a sales tax, but Mr. GRAH.Al\f of Pennsylvania. Because we can not arri\e at 
1(:!1: it be uniform and equal. I do not object to a tax on un- any discernment of the truth if we both talk at once. All I care 
Parned increment, but let that also be universal and equal. I for is that an equitable principle, if my thought is right, shall be 
do object to an embargo on trade and the taxing of profits and written into this bill. If my thought is wrong, then the gentle
incomes which do not exist. man can vote it down. I say that, to my mind, it is manife tly 

The CHAIRMAN. The question is on the amendment offered unfair to say that the basis for computing the profit shall be 
by the gentleman from Texas [l\fr. HARD~]. the fair market price or value of such property us of that date. 

' The que tion was taken, and the amendment was rejected. · By that language you exclude the consideration of everytlting 
Mr. GRAHAM of Pennsylvania. Mr. Chairman, I would like else, because it is the fair market value of that property as of 

to suggest an alteration in paragraph (a) of section 201. The that date which is to be deducted from the sale price, and the 
amendment would be to add in line 26, after the word "date~" difference is the profit on which the man is going to be taxed. 
the words "plus taxes thereon and interest on the investment And you ought to add it to your bill in that place, for if you 
paid since said date." are furnishing the Treasury Department with a yard tick you 

· Mr. CANNON. And add improvements to the property. want to give a true yardstick that means all that you say and 
Mr. KITCHIN. I would say to the gentleman from Pennsyl- intend to mean, and not give them a yardstick that is 5 or G 

Yania that you already get your deduction for taxes and in- inches short. 
terest, and when you sell the property you get your deduction The CHAIRMAN. The time of the gentleman has expireu. 
for the permanent improvements that you have made to the Mr. KITCHIN. Mr. Chairman; I think I understand the gen-
property. tleman and want to · say to the gentleman I think his thought is 

1\lr. GRAHAl\1 of Pennsylvania. You make an allowance in clearly wrong. This is exactly the language of the present act 
your income reckonings for the taxes you pay, but if a man and in the deduction· the· Treasury Department has allowed in 
owns property in March, 1913, for which he paid at that time taxing incomes a deduction fi·om profits of all taxes paid upon 
$1(},000, and on which be pays $2,500 or $3,000 in taxes- and sus- that property, all interest that is paid out on that property, 
tains the loss of interest on hi investment, and sells it at the and all expenses in maintaining and the upkeep of that prop
end of the five years in 1918, it is unfair to say that the differ- erty, and those deductions are allowed in section 214. In 
ence between the original appraisal value and the exact selling other words-
price is income. I say that is not profit. Mr. GRAHA.l\1 of Pennsylvania rose. 

1\!r. KITCHIN. The taxes are deducted in this Iaw and in Mr. KITCHIN. Let me get through. In other words, if on 
the raws of 1916 and 1913. March-- · 

Mr. GR.A.HA.l\.1 of Pennsylvania. I beg the gentleman's pardon, Mr. GRAHAM of Pennsylvania. Mr. Chairman, will the gen-
but did he say that the taxes· were deducted? tleman permit a question at that point? 

1\Ir. KITCHIN. Yes. Mr. KITCHIN. Let me get through with my sentence and 
1\Ir. GRAHAM of Pennsylvania. In ascertaining the profit · give an illustration. If on March 1, 1913, property which I 

made upon the sale of the property? bought for $5,000 is worth $10,000 and in 1918 I sell it for 
l\Ir. KITCHIN. Surely. $20,000, before I get my profit I deduct all the taxes that I have 
Mr. GRAHAM of Pennsylvania. No, there is not a line in any paid during that year-the gentleman need not shake his head

one of those acts that allows for a deduction of taxes in ascer- I have deducted the taxes I paid in 1914, in ·1915; 1916, and 
taining the profit derived from a sale ofproperty. 1917 the same way. I am permitted to deduct each year the 

l\Ir. KITCHIN. You compute your income each year, and cost of operating or maintaining that property, Say that in 
very man here has deducted taxes for that particular year. Of 1918 you paid out $500 for taxes and $1,000 for maintenance 

course they do. . and operation. You add that to your $10,000, the value as of 
ur~ GRAHA.l\I of Pennsylvania. Yes, but that is not the March 1, 1913, and you have $11,500, and you deduct that from 

que tion. The gentleman answerfi me by suggesting that in some $20,000. You have, then, $8,500 taxable profit or income. The 
other calculati{)n the taxes paid are allowed to be deducted. The gentleman's proposition would allow a double deduction for 
t axes paid in the instances in which they are allowed to be de- operating and current expenses and taxes if we allowed them in 

· uucted are allowances in ascertaining the net income for that determining the taxable income for each year and then allowed 
year. them again in determining gain-at the time of sale. 

"'lr. KITCHIN. But-- 1\!r. GR.AHAl\1 of P-ennsylvania. 'Vill the gen.tleman permit 
1\Ir. GRARAl\1 of Pennsylvania. Oh, the gentleman will par- me to ask him a question? 

don me. Do not interrupt me, please. When you are ascertain- Mr. KITCHIN. Yes, sir. 
ing the Yalue of property in order to find out how much profit a 1\lr. GRAHAM of Pennsylvania. Take the case of a man. who 
man made out of the sale of that property, you ought to take is below the income-return basis. 
out the expenses of his maintenance of that property, taxes and Mr. KITCHIN. Yes. 
jnterest, before you find the sum upon which you are going to. Mr. GRAHA.l\1 of Pennsylvania. He makes no returns during 
leYy an income tax. . . those five years. How does this law affect him in connection 

1\Ir. KITCHIX I can not make it any plainer to the gentle- with the question of deducting taxes and intere t and--
man than to say that the cost of maintenance is a part of operat- Mr. KITCHIN. He is exempt from payment of tax. He has 
ing expenses of the property for that year and you deduct that. had no net income, and perhaps the very deduction of his tax 

· You deduct the taxes you pay on that property that year. Let on his operating expenses and interest .would be the reason why 
u say that the property was w.orth on March 1, 1913, $10,000, he has no net income. 
although he might not have paid more than $5,000. If he pays Mr. GRAHAM of Pennsylvania. He has paid no taxes at all; 

_ $500 in taxes and $500 for maintenance of the , property he he has had ;no allowance of taxes from his income, because he 
would deduct $1,000 from his profits. Suppose he sells it for has paid no income return . 
. 20,0007 · • ' Mr. KITCHIN. Because, possibly, by deducting his taxes and 

Mr. GRAHAM of Pennsylvania. But there is no provision io operating expenses he bas had no taxable income, whereas if 
the law for making those deductions in ascertaining the profits they bad not been deducted he would have an income perhaps 
of a sale, and I "ish to say to the chairman of the Committee on to. exceed his personal exemption. 

: \Vays and Means· that in my experience with the Treasury De- 1\:lr. GRAHAM of Pennsylvania. The difficulty I see lies in 
partment I have found they recognize no such rule as that which this. The gentleman deRires to sustain his bill, which I think 
he states. Therefore, it ought to be stated in haec verba in the is not the principal object in our discussion, because we want to 
bill, and then it. will not be disobeyed by the servants of the sustain it if it is right, and if it is not right we want to amenu 
Nation. . it, becau e it is going to fall on every taxpayer in the country, 

l'.Ir. KI'l'CHIN. Deducting all expenses and all taxes is ex- and fall very heavily, too. Now, the difficultY is that our ·point 
pressly set forth in this act as plain as language can n:iake it- of divergence lies here. The gentleman says the provisions of 
all tax'es paid or accrued within the taxable year, ·and so fortb. the bill provide-that a man may deduct from his income return 

l\lr. GRAHAM of Pennsylvania. Yes; but does not the gentle- tho tax that be pays. That is· very true; I admit that. The bill 
man see that that is ascertaining a man's income for the ta'xable does provide for that, but when is that deduction made an<l for 
year? what purpose? It is the deduction made out of the amount of 
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his income to show what the net amount is upon which he is 1\Ir. KITCHIN. Yes, sir. 
going to pay a tax. How does that help him when he comes to Mr. CANNON. And he would be out tile taxes for the other 
sell, if a piece of property that has lain fallow and unused four five years? 
or five years, and which in March, 1913, was worth so much Mr. KITCHIN. Yes. 
money-- Mr. CANNON. The gentleman understands, taking the whole 

The CHAIRMAN. The time of the gentleman has expired. bill together, that that would be the condition of the IL-an in 
Mr. KITCHIN. Mr. Chairman, I ask for three minutes, in the payment of his income? 

order to answer the gentleman's question. Mr. KITCHIN. Yes, sir. 
The CHAIRMAN. Is there objection to the request of the 1\Ir. GRAHAM of PennsylY"ania. Where i~ the part of the bill 

gentleman from North Carolina? [After a pause.] The Chair that authorizes the deduction the gentleman from Illinoi has 
hears none. spoken of? 

1\fr. GRAH.Al\f of Pennsylvania. How does that help or affect Mr. KITCHIN. The improvements? 
a man who owned a piece of property worth $5,000 on March 1, 1\fr. GRAHAM of Pennsylvania. Yes. 
1913, and he has paid $500, we will say, in taxes, and he has lost 1\fr. KITCHIN. That is included as investment, a part of his 
$300 in interest; that is $800. Now, he sells the property for capital. And in eyery form the gentleman from Pennsylvania 
$800 more than he paid for it. Under this bill you are going has ever seen is contained "permanent impro"\""ements." Y~1 
to tax him, in the language of this section, for the difference be- add it for invested capital and excess profit. You add it as part 
tween the value of it in 1913 and the sales price, and you do not of your capital. 
allow anything for taxes or interest. 1\fr. GRAHAM of Pennsylvania. I do not want to be cou-

1\fr. KITCHIN. I would say to the gentleman that he is not tentious, but I would like to put this thought to the gentleman. 
right, for it is exactly as it is in existing law, and there is no Where I have seen those income-tax returns-and I ha"\""e made 
complaint about that. The gentleman seems to differentiate be- out a good many of them for other people-
tween profits from sales of property and incomes from other Mr. KITCHIN. 1 happen to have had an experience myself, 
sources. There is absolutely no difference. for I sold a farm last year that I bought before Marcll 1, 1913, 

Now, I receive as a lawyer $10,000 for my earnings. And I and I looked at the part as to permanent improvements par
have $10,000 of interest on bonds and I sell a piece of property ticular1y, and the permanent improvements that I had put on 
and I make $10,000 on that. That is a total of $30,000. All my were added to the purchase price of my farm. And it is in every 
deductions come out of t11at, my deduction for paying the taxes other form that 1 have seen. 
on the $10,000 worth of property that I have sold, the cost of its Mr. GRAHA.l\f of Penn ·yltania. And not added to the 
maintenance and upkeep, all come out of the $30,000. Now, I cost-. _ 
have paid in 1918 in interest on this piece of property that I The CHAIRl\1AL~. The time of the gentleman from Illinois 
have bought, on which I made a profit of $10,000 a year, so 
much, and I de<luct that interest from the total. Now, if the has expired. 
gentleman means that 1 have bought a piece of property for 1\Ir. KITCHIK. I ha\e n form here, if the gentleman wishes 
$10,000 cash, and I sell it five years after at a profit, that I to see it. 
should deduct the interest I am out each year, I would say it is 1\Ir. GRAHA.l\I of Pennsylvania. Mr. Chairman, I ask unani-
practically absm·d. I am investing my money tor a profit, in- mous consent for five minutes. 

·stead of my interest, and when I make my ..sale I am ex:pecting The CHAIRMAN. The gentleman from PennsylYania moves 
my profit there. I put $10,000 in a bond and I am expecting 6 to strike out the last two words. 
per cent interest. That is my profit. I am not allowed to Mr. GRAHAM of Pennsyl\ania. Now, what I wish to call at
deduct 6 per cent interest on the· $10,000 investment in a bond tention to is this, and I ask the attention of the chairman of the 
because I am going to get my interest. When I am investing Ways a~d Means Committee to this thought: You are speaking 
for rents I am getting the- rent. Now, when I sell the property of the form of return that is provided by the Treasury Depart- · 
with the expectation of making a profit, my interest, rent, and ment. Is it true that that form of return, in compliance with 
everything are merged into those profits. I am going into it for the law, contains a space for deducting from the income return · 
the profit. I shoul<l not be allowed interest on the property any for the particular year of taxes and the allowance for d~precia-
more than the interest on the investment in a bond. tion or improvement? 

1\Ir. CANNON. Will the gentleman allow me a single ques- But that does not answer the proposition put by the gentle-
tion? I ask for recognition, Mr. Chairman. man from Illinois [1\.lr. CANNON] with respect to the ascertain-

The CHAIRl\IAN. The gentleman from Illinois [Mr. C..u~- ment of a separate and different basis for taxes, to wit: You 
NON] moves to strike out the last word. sell your farm, which cost so much money in 1913; you sell it 

1\Ir. KITCHIN. I would say to the gentleman from Pennsyl- for an enlarged price in 1918, and you have carried it without 
vania [Mr. GRAHAM]' that in the case of a farmer who farms his a tenant, we will say, without a penny of income from it. You 
land you do not permit him to deduct 6 per cent on his invest- have paid the tax on it; you have either paid interest on the 
ment. Take a manufacturer who has a plant worth n million mortgage in carrying it, or you have lost the interest on the 
dollars; you do not allow him 6 per cent on his investment. His sum that you have invested in the property. Now, my amend
income is the profit. No tax law in the world has ever allowed ment provides affirmatively that the department shall recognize, 
such a deduction for income-tax purposes. in using the yardstick which this section provides, these added 

Mr. CANNON. I want to ask the gentleman a question. An elements; and in order to make it clear when the time comes, I 
individual on the 1st of March, 1913, buys a piece of land for am going to ask unanimous consent to add the words "less in
$10,000, totally unimproved and unproductive. He then proceeds come from the property," so that it will be equitable both ways. 
to expend $5,000 in improvements. That makes an expenditure That is to say, that in the ascertainment of a certain amount as 
of $15,000. Now, he pays taxes, and so forth, upon it from year profit or income you must allow for the taxes and the interest 
to year. He sells it on the 1st day of March, 1918, for $20,000. on the investment, less the income derived from the property, 
Now, there is the original cost, $10,000; improvements, $5,000; and this, together with the value in 1913, deducted from the 
the taxes year by year; and he pays something for maintenance. amount that you receive, shows the amount that you must pay 
Can he take out his cost of improvements? a tax on under this bill. 

1\.lr. KITCHIN. He can.. His $5,000 will be taken out. Mr. FORDNEY. Mr. Chairman, will the gentleman yield? 
Mr. CANNON. He can take out his taxes-- 1\Ir. GRAHA.l\1 of Pennsylvania. Yes. 
Mr. KITCHIN. For the current year. Of course he gets his Mr. FORDNEY. My good friend, you are permitted to use 

tax deduction each year. as capital the interest paid on the mortgage or borrowed money, 
1\Ir. CANNON. But that is a very good answer if he has other together with taxes or any other upkeep, but you are not per

property. I am putting it where the poor devil has not any other mitted to use as capital the inter~t accrued upon your own cash 
property. payment, because that is income to you and is considered income 

Mr. KITCHIN. Each year there was an unearned increment, of this year, although you paid out that money five years ago. 
and he ought to pay some income tax on that, then, if he has got That is to say, if you paid cash for the property in 1913, no ac
to deduct his taxes from it. crued interest will be permitted to be used by you as capital, 

Mr. QANNON. He pays on his unearned increment, but pays because that is considered income. 
his taxes. Then I understand, under the law as it is now and Now, suppose you made no more profit out of your purchase 
as it is proposed to be, if that is the only property he has, he than the accrued interest on your original investment. That is 
could deduct his $5,000 for improvement and deduct, if it cost I the income, the interest on your original investment. But if 
him that much, his $1,000, when he sold it on the 1st of March, you had borrowed all that money you will be entitled to charge 
1918. That would be a deduction of $6,000 and then the taxes it as a part of your cost the money paid out in interest upon 

. foi' 1918? . , that borrowed money. . 
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1\lr. GRAHAM of Pennsylvania. I can not understand the 
difference between borrowing the money and taking it out of 
my own pocket and putting it into the farm. You have lost 
your interest on it. That is part of cost of the propeJ.'ty when 
you come to sell it. Your taxes and your interest ought to be 
deducted. 

1\lr. SNYDER. Is not that the same profit that would be 
permitted to the corporation, to charge 6 per cent on its capital 
invested in the business and deduct that before any amount 
was shown to be taxable? 

Mr .. FORDNEY. You do allow a rate of interest-! believe 
it was 8 per cent under the old bill-before you make an 
excess-profit tax. 

1\lr. SNYDER. We are not allowed any interest on the in
\ested capital in the business. We are allowed 8 per cent on 
the profit. 

Mr. FORDNEY. That would n<>t apply unless the corpora
tion is selling its invested capital, and th'en the difference be
tween the purchase price and the sale price must be ascertaineu 
and the cost of the upkeep must be deducted. 

1\lr. KITCHIN. I think I can clear this up. I desire three 
minutes. , 

The CHAIRMAN. The gentleman from North Carolina asks 
unanimous con ent to proceed for three minutes. Is there 
objection? 

There was no obj€ction. 
Mr. KITCHIN. In the first place, I do not think the gentleman 

from Pennsylvania [Mr. GRAHAM] has read the bill very care
fully and read the other sections of the bill. He certainly would 
not want to put his amendment in this section. This section 
is simply defining a rule and establishing the basis for deter
mining the gain from the sale of P..roperty purchased before 
1\larch 1, 1913. The amendment should be in section 214, the 
deduction section. I want to say that it has never been con
tended by an indush·y in this country that the gentleman's prop
osition is proper and right. We tax incomes of all corporations, 
of all mercantile business, and all kinds of industries. Take 
an industry, whether it is individual or corporate, with a million 
dollars' capital. We tax the profits of that concern just exactly 
like we tax the profits of the sales of land. Instead of this con
cern having a sale every year or two months, it has a sale every 
day. Now, suppose it has a capital invested at a million dol
lars. Do we permit this business concern td deduct from its 
income, as a part of the cost, 6 per cent on the capital invested 1 
No. We simply permit them to deduct all the labor and raw 
material costs, insurance, taxes, bad sales, and overhead charges, 
and not 6 per cent upon the invested capital; and when it de
ducts those operating expenses and overhead charges to which 
I have called attention, if it does not make but 4 per cent on the 
capital invested, it pays the income tax on the 4 per cent profits. 
But if you deduct 6 per cent on the $1,000,000 capital invested 
as part of the operating expenses, the concern would ha\e to 
make a good deal more than 6 per cent before the income tax 
\\ould attach. ·Such a proposition would be an excess-profits tax. 

JUr. 'VINSLOW. 1\fr. Chairman, will the gentleman yield? 
Mr. KITCHIN. Yes. 
JUr. 'VINSLOW. Do you think it fair for a corpo.ration or in

dividual to give himself credit for a rental in a case where he 
owns his own building? 

Mr. KITCHIN. I do not. 
Mr. WINSLOW. Mr. Chairman, I move to strike out the 

last three words. 
Mr. · GRAHAM of Pennsyl\ttnia rose. 
Mr. KITCHIN. Does the gentleman from Pennsylvania want 

to ask me a question? 
1\lr. GRA.HAl\I of Pennsylvania. Yes. 
Mr. WINSLOW. I ask unanimous consent to proceed for 

five minutes. 
The CHAIRMAN. Is there objection to the gentleman's re

quest? 
There was oo objection. 
1\lr. WINSLOW. I would like to ask the chairman of the 

committee if in his judgment, and in respect to his knowledge 
of the bill, he would consider that a man owning his property 
has the right to charge himself with that property as a rental 
or expense account? 

Mr. KITCHIN. No. 
Mr. 'VINSLOW. But if he hired property of the same value 

he would charge himself value. He would have to. 
lli'. KITCHIN. Yes. Under the existing law a corporation 

is allowed a deduction for rent actually paid. 
llr. WINSLOW. It is a pity we can not get two intel'preters 

of that law to agree on the same thing. 
. i . 

:Mr. KITCHIN. I do not think there is any doubt of the in· 
terpretation of the law. The Treasury Department d<>es not take 
into consideration the rental value of my home, if I own it. 

1\lr. 'VINSLOW. Here is a productive business, and it affects 
the cost of production in competition. Why should one man, 
who rents property, be allowed to ch!lrge up the rent as a part 
of his expenses, wbile another man, who owns hi· property, is 
penalized by the fact that be owns it? 

Mr. KITCHIN. Y.ou must distinguish between an indh7idual 
.owning his home or renting his home--

Mr. WINSLOW. I said a corporation. 
Mr. KITCHIN. If I rent the house I li\e in, I can not de

duct the rent, because that is a part of my living expenses. If 
I own my hom.e, rent is not considered. If as a merchant or 
business man I own my storehouse I make no deduction, and 
that is ign<>red; but if I pay $2,000 a year rent, I am permitted 
to deduct that as a part of the operating expenses of my busjness. 

Mr. WINSLOW. But if a man owns his property he is not 
entitled to charge himself rent. 

Mr. KITCHIN. I have answered the gentleman the b~st I 
know. A man can not charge himself rent -on property that he 
owns as u part of his expenses. 

Mr. GRAHAM of Pennsylvania. May I ask the gentleman 
one question, and then I am through? 

Mr. KITCillN. Yes. 
Mr. GRAHAM of Pennsylvania. The gentlemap. has referred 

to section 214 as covering this subject. Now, does section 214, 
in the gentleman's serious and calm judgment, co\er that ub
ject? Let me illustrate just one thing. 

Mr. KITCHIN. Section 214 covers all deductions. 
Mr. GRAHAM: of Pennsylvania. To be done how? Not in 

ascertaining the profit from the sale of some particular prop
erty, but the deductions to be allowed in ascertaining the net 
income for that particular year. It says that all the ordinary 
and necessary expenses paid or incurred during the taxable 
year shall be deducted. You can see that that is the yardstick 
that is applied only to the ascertainment of the net income. 
There the taxes are to be deducted; but it does not apply to the 
question ~f an isolated piece of property that is bought at a 
particular figure, carried with h-eavy taxes and expense in the 
way of loss of income and interest, and then sold at a profit. 
The yardstick that you furnish there is the one in section 201, 
and none other in this bill. There is not another syllable in 
the bill, from beginning to end, that a'pplies to that subject. I 
have read it carefully from one end to the other. 

Mr. KITCHIN. As I have explained to · the gentleman time 
and again, I think he mixes up income and profit. Part of his 
income is profit from land. Part of his income is what he 
makes as a lawyer or a merchant. I call attention to the fact 
that all of the ·deductions to which he is equitably entitled are 
comprised in section 214. · 

Mr. GRAHAM of Pennsylvania. Yes; but that is in a cer
taining the income for that year. That has nothing to do with 
the sale of the property. 

:r.rr. KITCIIDl. In voting down the amendment of the 
gentleman from Texas [Mr. IlAIIDY] we d-ecided that the income 
is the profit for the year in which he receives his earnings or 
profit, or whatever it is. Now, I call attention to the form of 
the department, whiCh is the rule of the department fdr includ
ing improvements. 

1\fr. GRAHAM of Pennsylvania. That is the same thing. 
'That is in section 214. 

Mr. KITcmN~ It is the original cost of the property, if it 
was acqnired since March 1, 1913, tbe {X)St of any permanent 
improvements, and so forth. That is the example I gave to the 
gentleman from Pennsylvania. 

Mr. GRAHAM of Pennsylvania. That is a totally different 
thing from the thing we are discussing, so do not let us 
camouflage. 

Mr. KITCHIN. This section to which the gentleman is apply
ing his remarks is simply a basis-that is, a starting point-for 
deductions or exemptions. What should be subtracted from it 
or whHt shou1d be added, starting from that point, is found in 
section 214; and if you think that amount should be more, 
then section 214 la the place to add it. 

Mr. GRAHAM of Pennsylvania. I ask unanimous consent to 
put my amendment verbally in proper form so that it may be 
voted on intelligently. 

The CHAIRMAN~ The gentleman from Pennsylvania asks 
unanimous consent to restate his .amendment. Is theJ.'e objec
tion? 

There was no objection. 
Mr. GRAHAM of Pennsylvania. After the \\Ord "date/' in 

· line 26, add the words " plus taxes, impro\ements paid thereon, 
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and interest on the investment from said date, less all income 
derin~d from tl1e property." 

The CHAIRMAN. The Clerk will report the amendment as 
rc tated. 

The Clerk read as follows: 
Amendment by Mr. GRAHAM of Pennsy~a.nia: Page 4, line ~6, after 

the word "<late ., insert the words "plus taxes, improvements paid 
thereon, an<l interest on the investment from said date, loss all income 
derived from the property." 

The CHAIRMAN. The question is on the amendment of the 
gentleman from Pennsylvania. 

The question being taken, on a division (demanded by Mr. 
GRAHAM of Pennsylvania) there were-ayes 18, noes 47. 

Accordingly the amendment was rejected. 
'l'he Clerk read as follows: 

PART II . ....:...INDIVIDL'ALS. 

·onMAL TAX. 

SEc. 210. That there shall be levied, collected1 and paid for encll tax
able year upon the net income of every indiVIdual a normal tax, as 
follows: 

(a) In the case of a citizen or resident of the United States 12 per 
cent of the !lmount of the net income in excess of the credits pro
vided in section 216: Provided, That upon the first $4,000 of this 
amount the ra te shall be 6 per cent; 

(b) In the case of a nonresident alien, 12 per cent of the amount 
of the net income in excess of the credits provided in section 216. 

Mr. KITCHIN. Mr. Chairman, I offer the following amend
ment. 

The CHAIRMAN. The gentleman from North Carolina offers 
an amendment, which the Clerk will report. 

The Clerk read as follows: 
Committee amendment: Page 5, line 13, after the word " That" in

sert "in lieu of the taxes imposed by subdivision (n) of section 1 
of the revenue act of 1916 and by section 1 of the revenue act of 1917 " 
and a comma. 

1\lr. KITCHIN. That ought to have been put into tlw bill, and 
will be put in in many other p1aces. It is in lieu of those taxes. 
Those words might be construed tha't this act is not inconsistent 
with these other acts, and it might be held to be in addition. 

1\Ir. CAMPBELL of Kansas. Does this act repeal the other 
acts? · 

1\Ir. KITCHIN. Not specifically; but we provide here spe
cifically in lieu of those taxes. There are some things in the 
other act that we could not repeal. All tbe tax features are 
carried in this act. and practically, of course, repeal the others. 

1\Ir. WALSH. Do I understand, then, from the gentleman's 
statement that there are certain features of the act of 1916 and 
of the act of 1917 which still continue in force? 

Mr. KITCHIN. But take the act of 1\Iarch 3, 1916; there are 
ceti.ain tariff matters~-

1\lr. WALSH. But those are not tax features. The tax fea
tures of 1913 and 1916, are they specifically repealed? 

Mr. KITCHIN. Yes; by putting in this language. It is pro
vided in section 1400 "that any provision of any act incon
sistent with any provision of this act is hereby repealed, subject 
to the limitations provided in subdivision (b)." 

1\!r. WALSH. Then what is the need of putting in these 
words? 

Mr. KITCHIN. That is the point; it may be that it might 
be construed as not inconsistent; it might be construed as addi
tional ; and we want to make it clear. 

Mr. WALSH. It looks to me like a double repeal. 
The CHAIR1\1AN. The question is on the amendment offered 

by the gentleman from North Carolina. 
The amendment was agreed to. 
The Clerk read as follows: 

SL'RTAX. 

SEc. 211. That in addition to the normal tax impos d by seetion 210 
there shall be levied, collected, and paid for each taxable year upon the 
net income .of every individual, a surtax equal to the sum of the fol
lowing: 

Two per cent of the amount by wbich the net income exceeds $5,000 
and does not exceed $7,500. 

Mr. MOORE of Pennsylvania. Mr. Chairman, I move to 
strike out the last word. A great deal was said in general 
debate about the propriety of taxing the income of wage earners 
making high wages during the war time. I have in my hand 
a communication from the Shipping Board giving a list or 
schedule of wages paid in various shipyards in the United 
States, and I ask to extend my remarks in the REcoliD by publish
ing that communication. 

The CHAIRMAN (1\Ir. HAMLIN). Is there objection to the 
request of the gentleman from Pennsylvania 1 

There was no objection~ · 

The communication is as follows : 

lion. :r. HAMPTON MoonE, 

U~\ITIID STATES SHIPPniG BOARD 
EMERO E !IICY FLEET ConPOHATIOX, 

Philadelphia, Pa., August i, 1918. 

Hot,so of Represe1ltatives, Washington, D. 0. 
DEAR Sm : Mr. Hurley has asked me to reply to your l<'tt<>r of July 2G 

seeking information concerning the number of workers in shipyards 
and their rat<>s. of pay. Inasmuch as it is my under tanding that you 
do npt wish this matter ln great detail, I submit the following reply: 

1. All told, the number of workers in shipyard performing work for 
the Emergency Fleet Corporation is about 375,000. 

2. I append the scale of rates authorized for the ditl'erent ela !':CS of 
these workers, according to tile findings ot tbe Shipbuilding Labor 
Adjustment Board. 

3. AB regards hours of work. the basic eight-hour day is being ob
served. In certain districts only 8 hours are actually worked. In 
other districts 9 and 10. horu·s are worked regularly at the rate of time 
and a half or double time for overtime. 

It this does not give the info~mation desired, I shall be very glad to 
supply sucb details as you wish. 

Yours, very truly, CHAllLEs PLEZ, Vice, P1·eside.nt. 

Acetylene department: 
:Burners, first class ................•................. _ .. 
Burners, second class .....•............................ 
Grinders .............................................. . 

W!fJ:r~s_-_-_ ~ ~ ~ ~: : : ::: : ::: : :: : : : :: : :: : : : : : : : : : : : : : : : : : : : 
Helpers ............................................... . 

Anglesmith department: 
Anglesmiths~ heavy fire ............•.................. 
Anglesmiths helpers, heavy tire ....••................ 
Anglesm!tbs~ other fire ............................... . 
AnglesiD.ltbs helpers, other fire ....................... . 

~~~r: :e1ders::::::::::::::::::::::::::::::::::::::: 
Blacksmith shop: 

Hammer and machine forgers, heavy ................. . 
Heaters ............................................... . 
Lever men or crane men .................... _ .....•.... 
Helpers ....................................•........... 
Blacksrn!ths3 heavy .................................. . 
BlacksiDlths helpers, heavy .................. _ ....... . 
:Blacksm!ths~ other . . .........................•........ 
BlacksiD.lths helpers, other ........................... . 
Drop forger3.. ......................................... . 
Drop-forgers' helpers .................................. . 

Bolt makers .•..•.•••••••••••.•••••••.•.••••••••••••••••••• 
Bolt makers' helpers .................................. . 
Laborers ......................................•. _ ..... . 

t~~~ ~~~~~; iieipers:::::::::::::::::::::::::::::::::: 
Boiler shop: , 

Boiler makers ....................... : . ............... . 
Drillers~ ...•....................................•...... 
Holders-on ............ -............................... . 
Rivet beaters .......................... : . ............. . 
Flange turners ....... _ ................................ . 

~:1f-1~a.ce·m:e~::: ::::::::: ::~:: ::::::::::::::::::::: 
Planer hands ......................................... . 

&I Way~~~~ .~~~~~~~~t~ ••.••••••.•••.•••.•••••..••.. 
Linermen ............................................ . 
Helper;; .................•.............................. 

Cement department: 
Cementers ...................•......................... 
Helpers ............................................... . 

Chi~~~~~;~~-~~~~~~~~= ........................ . 
~~~;~ ~~-~ ~~.~e_r_s:.:: ::::::::::::::::::::::::::::::: 

Cleaning department: 
. Leaders .... ·········~···· · ···························· Laborers ............. _ .............•.................. 

eop~i~~~~~E~~~~~~: ....... -........................ . 
i!1~b!rs::::::::::::::::::::::::::::::::::::::::::::: 

~~f~:e~i;f~~~:: :::::::::::::::::::::::::::::::::::: 
Drill~ and reaming department: 

Drillers ............................................... . 
Reamers ..•........................................... 

Electrical department: 
Electrician~, first class._ .............................. . 
Elect ricians, second class .................•............ 
Wiremen ............................................ .-. 
Joiners ............................................... . 

~!!~:~·.~~~ ~:~~ :::.:::::::::::::::::::::::::::::: 
Erecting department: 

~~~T~~~~~~m~~~~~~:~~~~~m:H 
Fitting-up department: 

~~~~4.iii~~~~j~~~~~i~~~i~~u~~-H~ 

Atlanticd 
Gulf, an 

Great 
Lakes. 

$0.65 
.6:> 
.50 
.50 
.65 
.46 

.87! 

.55 
• 72~ 
.46 
.82-} 
• 65 

1.35 
.55 
• 70 
.5.0 
.87} 
.55 
• 72} 
.46 
• 70 
.50 
• 72~ 
.46 
.40 
.55 
.46 

• 70 
.60 
.5!) 
.40 
• 75 
.46 
• 75 
.55 

.50 

.54 
·42! 
.50 
.42} 

.so 
• 70 
.50 

.55 

.40 

.7~ 

.46 
• 72! 
.721 
.46 
.65 

.60 

.50 

.70 

.65 

.55 
• 70 
.72~ 
.46 

.85 
• 72! 
.62! 
• 52 
• 46 

• 72t 
.65 
• 60 
• 52! 
.46 

Pacifi{) 
CJast, 

net rate3. 

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

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

........... ,. ...... 
·····so:7ih 
.................... 
................ 
·······:ii;\ 
.......................... 
.......................... 
...................... 

·······:6if 
...................... 
........................ 
.. .................. 
···-···:1~ 

.53 
...................... 
................... 
-.................... 
.................... 
.. ........................ 
..................... 
.................... 

• 72-h 
.571 
.57! 
.49} 
.82.1: 
.531 

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

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

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

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

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

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

.................. 
.82! 
• 72!r 

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

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

..... ·- ........... 
.82} 
.53~ 

·······:72;\ 
.49t 
.72-r~ 

.5ii 

. 5,71 

.'i'lrft 
... ..... . .......... 
.................... 

.82t 

. 72fr 
.49;t 

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

....... ~ ...... ......... 

........... ·- ....... 

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

................... 
.72/r 

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

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

. ·· ··· ·:4.9i" 
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Foundry department: 
Molders ....................•...•.•...••••••..•••••••.. 

~~t-e~~~~s- ._ ~ ~::::::::::::::::::::::::::::::::::::: 
Hand and machine chippers ....................•.•.•.. 
Laborers ................................••.•.•.•.••••. 

Furnace department: 
Leaders ......... __ ........... ..........•.•••......••.. 
Firemen and helpers . ... .. .. ... ....... . ...... .... .. . . . 
Strikers ....................................•.......... 

Hull engineering department: 
Marine erectors, first class ......... .... .......•........ 
llarineercctors, second class .......................... . 
Specialists or handy men .... ... ...................... . 
Joiners ............................................... . 
Helpers ............................................... . 

Joiner department: 
Joiners ............................•................... 
Machinemen .......................................... . 
Helpers ............... : . .............................. . 

Lumber department: 
!.fachmemcn ................................•.......... 
Helpers ... ... .................. .... .... ............... . 

Machine shop: 

~!~~~i~: ~:;~~1ag;a;s _· ·::::::::::::::::::::::::::::: 
Specialists or handy men .............. ...... ... ...... . 
Metal polishers, buffers, and platers .................. . 

~o1::r~Ft~rs. · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · · ~ · · · · · · 
Gang leaders ................ ........................ . . 

~=~~: ~~~~~~~~a_s~:::: ::::::::::::::::::::::::::::: 
H~lpers .. ...... .... .. .. ..... ...... ...... .. ..... .. : .... . 

Paint department: 
Painters and polishers ................................ . 
Bitumisticpa1nters .. .......... ... ............. .. ..... . 
Help<>rs ..................................... -- ........ . 

Pattern shop: 
Pattern makers ....................................... . 
Laborers .................... . ...... ..... ..... ........ . 

Rig~~~~:~;;~~~~~._ . . _ .. _ ....... : .. _._. ___ ._._. __ .. _. __ 
Marmcnggers .. ...... .............. .... ... ... ........ . 
Crane leaders .. ................................ : ...... . 
Crane-gang leaders ........... ... .. ...... ..... ......... . 
Cranemen ............................................ . 
Erectors leaders ........... .... ... ..... . ........ . .. .. . . 
Erectors .............................................. . 

Riveting department: 
· Rivet tc3ters ......................................... . 

Stage builders.: ...................................... . 
Riveters .......... ....... .... .... .......... ......... -. 
Iiolders on ........................................... . 
Heater boys .......................................... . 
Pa~er boys .......................................... . 
Helpers .............................................. . 

Ship carpenters' department: 
Ship carpenters, first cia~ .. ..................•........ 
Ship carpenters, se::ond class ......................... . 
Fasteners .............. . ........ ....... .... . .- ........ . 
Ero::tors .............................................. . 
Helpers .............................................. . 
Wood calkers ........................................ . 
Wood reamers ........................................ . 

Ship-shed department: 
Punchers ............ ..... ... · ......................... . 
Planers and scarfers .............. .......... .......... . 
Co1mte:-sinkers ....................................... . 
Drillers ........ -..................................... . 
Bending rollers ....................................... . 
l!augle rollers ........................................ . 

~~~~::; ~~~~a~ais·:::: :::::::::::::::::::::::::::: 
O!Isetters ..................... -.- ... - . . ... . . . ... -... -. 
tawyers ............... . ....... -......... -... -.-.-.- . . -
Helpers ..... --- ...................................... . 

Shoot-metal department: 
la7ers out .... --- ........•.............•...•.......... 
Sheet-metal workers ....... .. ........ . ..•.......•...... 
Sheet-metal helpers ..................•.....•.•........ 

Laboret·s and com-mon laborers. 

Atlantict · 
Gulf, ana 

Great 
Lakes. 

so. 721 
.72~ 
.46 
.50 
.40 

.67! 

. 55 

.55 

.72~ 

. 62~ 

. 52 

. 70 

.46 

.70 

. 70 

.42! 

.65 

.42~ 

. 72; 

.621 

.52 
• 70 
.46 

.85 

. 82~ 

.72! 

. 70 

.42! 

.60 

.72~ 

.42} 

. 75 

.40 

.75 

.62! 
• 75 
. 67! 
.60 
. 60 
. 50 

.80 

.57?£ 

.70 

.50 

.38 

.30 

. 413 

.70 

. 65 

.55 

.55 

. 46 

.70 

.55 

• .')5 
.55 
.55 
. 55 
.70 
. 57! 
.62-1 
.55 
. 55 
. 47t 
.46 

.73 

. 70 

.46 

I 

Pacific 
cJast, 

net rates. 

$).72-fi 

·······:49i" 
.53 
.44ft 

.... ............. 
:49~ 

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

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

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

........... .... ........ 
.82! 

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

.82! 

·······:44ii 
.. ................... 
.. ............ ........ . 

.72-/r 
···-·· ·:ss·· 

.7~ 

.49 

-·---. ·:82~-
·······:s2r 
........ ..... ........ 

68'· 
:82} 

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

.82! 

.fi8l 
........................ 
.. ...... ............... 

. 531 
. ...................... 
.. ........................ 

··· ····:Gif 
.72/J 
.571 
.4!}! 

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

................. 
. . 821 

-·-·-··:6if 
. .. --.- :.i.ij· 

.S9i 
...................... 

.61} 

.57! 

.57l 

.57i 
................... 
-······:72~\ 
................ 
.................. 
............... 
.. ................ 

··-·-··:s2& . 
.49~ 

• Cents. 
North AtlantiC---------------------------------------- 35 to 40 
~outh AtlantiC--------------------------------.--------- 30 to 40 
l'acific coast------------------------------------------- 441i 

Matedallabor department. 
Net rates 

East coast: (cents). 
Enaineers locomotive----------------------------------- 65 
Operators: locomotive cantilever, gantry and other cranes 

of over 3 tons---------------------------------------- 70 
Operators, stiff-legged derricks ___________________________ 65 
Hoisting and portable, flremeu---------------------------- 50 
Locomotive conductors---------------------------------- 50 
Road-crane conductors---------------------------------- 50 

San Francisco district : . 
Stationary and operating engineers----------------------- 72ft-

. Firemen, oilers, and water tenders _______________________ 49~ 
Pnget Sound district : 

Locomotive cranes-------------------------------------- 82~ 
Gantry cranes----------------------------------------- 82~ 

Net rate~ 
Pugct Sound district-Continued. (cent ). 

Double cableways -------------------------------------- 82r All double machines ____ __________________________ ______ 82?; 
Electrical, steam or air operated winches and donkeys ______ 82b 
Single aerial · cableways--------------------------------- 7

75
5'-0verhead cranes (in shop) _____________________________ _ 

Steam and electrical opet·ators in power house ______________ 75;i 
Engineers in charge of boilers--------------------------- 6 ~ 
Firemen in charge of boilers----------------------------- 55 Oilers _______________________ : _______ _______________ __ _ 61~ 

Furnace 1nen ------------------------------------------ 616 
Single-drum steam, electrical, or air winches and t.Ionkeys, not hoisting _________________________________________ G1~ 

Columbia River district~ 

~f~gt~i~ti~;a~~~~~e:~~::::::::::::::::::::::::::::::::::: ~~g 
Hoisting crane and derrick men-

~achlnes over 3 tons------------------------------- 82~ 
~achines under 3 tons ______________________________ 75~ 

Steam-donkey men, double------~------------------------ 8211 Donkey men, not hoisting ______________________________ ti:!~ 

Compressor engineers___________________________________ 2~ 
Aerial hoist and cableways ______________________________ 751! 
Power-holst operators ____________________ :_ ____ .:. _________ 82l! 
Firemen----------------------------------------------- 4~~ 

Pacific coast : . . · 
Angle and fraJDe setters-------------------------------- 72-i\r 

~t:~e:ci~~!~========================================== gga Plate hangers, helpers---------------------------------- 53fj 
Hook tenders------------------------------------------ 53a 

~1:~~~efl~~n~:1~~~ex8:::::::::::::::::::::::::::::::::: g~-
Bridga and structural iron workers----------------------- 72/i 

1\Ir. KITCHIN. Mr. Chairman, I offer two amendment , 
which should be read as one . 

The Clerk read as follows: 
Page 5, line 24, after the word " That," insert the following: "in lieu 

of the taxes imposed by subdivision (b) of section 1 of the revenue act 
of 1916, and by section 2 of the revenue act of 1!>17, but." 

Page 5, line 25, after the figures " 210," insert " of this act" and a 
comma . 

The CHAIRMAN. The question is on the amendments . 
The question was taken, and the amendments were agreed to. 
1\Ir. GARRETT of Tennessee. 1\Ir. Chairm. n, I move to strike 

out the last word. I notice in the normal-tax schedule, section 
a, in case of a citizen resident of the United States a 12 per 
cent tux is provided, and on the first $4,000 the rate shall be G 
per cent. 'Vhen you come to the surtax you begin at $5,000 . 

Mr. KITCHIN. Where it is in the present law. 
Mr. GARRETT of Tennessee. What is the status of that 

thousand dollar between $4,000 and $5,0001 
Mr. KITCHIN. That is the normal tax, the normal tax on 

$4,000 we only desire to make one-half, or G per cent. If the 
man had $6,000 he would have $2,000 exemption and $4,000 sub
ject-not to 12 per cent, but 6 per cent tax. When you get ·to the 
sm·tax that is on the whole income and has nothing to do with 
the $4,000 exemption . 

Mr. GARRE'l'T of Tennes ee. I withdraw the pro forma 
amendment . 

The Clerk, proceeding with the reading of the bill, read as 
follows: 

Sixty per cent of the amount by which the net income exceeds 
$1,000,000 and does not exceed $5,000,000 ; and 

Sixty-five per cent of the amount by which the net income exceeds 
$5,000,000 . 

Mr. CANNON. Mr. Chairman, I ffi:ove to strike out the last 
word. I notice that the tax is 60 per cent of the amount by 
which the net income exceeds $1,000,000 and does not exceed 
$5,000,000, and 65 per cent of the amount by which the net in-
come exceeds $5,000,000. · 

Now, it is 50 per cent on the amount by which the net income 
exceeds $100,000 and does not exceed $200,000 ; 48 per cent on 
the amount by which the net income exceeds $90,000 and does 
not exceed $100,000. There is considerable difference on the 
man that has $30,000 or $40,000 and the fellow that has $1,-
000,000 or $5,000,000 or $2,000,000. It seems to me that you de
crease the tax as you go up. If the man has $5,000,000 you 
leave him $1,500,000. When you get down to the fellow that has 
a family and has an income of $30,000 you do not leave him a 
great deal, but when you get up into the multimillionaire class 
you leave him a grand fortune. "To him that hath shall be 
given; but who oever hath not from him shall be taken away 
cYen that he hath." I was just wondering why the tax that 
would leave very liWe to the man of modest income is so high, 
and why the tax that would leave the millionaire that has manY. 
millions should be reduced. 

Mr. KITCHIN. I think the gentleman has read the figures 
wrong. For instance, we tax a man who has $30,000 about 19 
per cent. 

From a man with an income of $50,000 we take 24.9 per cent, 
just about half of what Great Britain does. 



1918. CONGRESSIONAL RECORD-HOUSE. 10359 
Mr. CANNON. Oh, let us eliminate Great Britain and France 

for the time being. 
Mr. KITCHIN. From the man who gets $5,000,000 we take 

70 per cent, about four times as much as we take from the roan 
who has an income of $30,000. 

1\!r. C~"NON. But he is still left with a great deal, is he 
not, and they are both American citizens? 

1\fr. KITCHIN. We had that proposition put up to us pretty 
strongly by Mr. Marsh, secretary and treasurer of some kind 
of an economic society, and we had one gentleman on the com
mittee who desired to follow out the -principle-which the gentle
man evidently has in mind, and that is to take all over a certain 
amount-that is, not 60 or 70 per cent, but 100 per cent. I 
think the suggestion was made that we take all over $100,000, 
and then some one suggested that we take all over $200,000. 
That is along the line of the gentleman's intimation, is it not? 

Mr. CANNON. Oh, I wt~uld not be quite so severe as that. 
1\fr. KITCHIN. Suppose a man had $10,000,000 income and 

we would take 99 per cent of it, it would still leave him ·a great 
deal more than some fellow with an income of fifteen or twenty 
thousand dollars. In the nature of things, we thought it was 
just and equitable to make the larger fortunes pay the larger 
percentage. · 

Mr. CANNON. But you do not do that. 
Mr. KITCHIN. Oh, we do. 
:Mr. CANNON. Very well, you do. Go ahead, I admit that. 
Mr. KITCHIN. Where a man has $10,000 income we take 8 

per cent of his total net income. 
l\Ir. CANNON. But you have already taken 12 per cent. 
Mr. KITCHIN. No; adding in the 12 per cent, and that 

bracket, I will say to the gentleman that what we do is this : 
In surtax and normal tax, where a man has an income of $10,000 
we take 8.45 per cent. Where a man has 20,000 we take a total 
of 14 per cent. That includes the normal taJi; and the surtax. 

l\Ir. CANNON. He pays the normal tax on everything, does· 
l1e not? 

Mr. KITCHIN. Yes. 
The CHAIRMAN. The time of the gentleman from lllinois 

bas expired. 
Mr. KITCHIN. Mr. Chairman, I ask unanimous consent that 

the gentleman's time be extended for five minutes. 
The CHAIRMAN. Is there objection? 
There was no objecti-on. 
Mr. KITCHIN. Take it on page 6, line 13: 
'l'wenty per cent of the amount by which tlle net income exceeds 

$30,000 and does not exceed $40,000. 
The man who has an income of $40,000 not only pays 20 per 

cent upon the difference between thirty and forty thousand dol
lars, but he pays the per cent on each amount above that in the 
other brackets. He pays 15 per cent upon the amount between 
twenty and thirty thousand dollars, 10 per cent upon the amount 
between $15,000 and $20,000, 7 per cent upon the amount be
tween $10,000 and $15,000, 3 per cent upon the amount between 
$7,500 and $10,000, and 2 per cent upon the amount between 
$5,000 and $7,500. 

Mr. CANNON. Precisely; but let me add right there; Does 
not a man pay all through these brackets 12 per cent. 

1\Ir. KITCHIN. Yes; after deducting his personal exemp
tion. The first $4,000 of his net income subject to normal tax is 
taxable at 6 per cent. 

Mr.· CANNON. Twelve per cent on the whole thing after 
his deductions; but as he increases in income he adds to the 12 
per cent an additional 20 or 30. 

:Mr. KITCHIN. Yes. 
Mr. CANNON. Or 40 per cent. 
Mr. KITCHIN. Yes. 'Vhere a man has -an income of $100,000 

we take 39 per <Cent of the total income, aLd where he has an 
income of $500,()()() we take 59! per cent. 

1\Ir. CANNON. Which leaves him how much? 
"1\Ir. KITCHIN. Forty and a-half per cent.· 
1\Ir. CANNON. Of his $500,000? 
MI.·. KITCHIN. Yes. Where a man has a million dollars we 

take {)4. 70 per cent, and where he has $5,000,000 we take 70 per 
cent. Does the gentleman think that we have not gone high 
enough on those incomes? Where a man has an income of a 
million dollars, should we take more than $G47,000? · 

Mr. CA.l\TNON. But I have listened to speeches of Members 
of Congress and people upon the stump who have an idea that 
nobody has any right to make $5,000,000 or $1,000,000. He re
ceives protection in all his individual rights and all his prop
erty, and I have heard the argument made, Why should a per
son who has only $10,000 a year or twenty or thirty thousands of 
dollars need but very little, while the man who makes a mi1lion 
or ten million {lollars must have three or four million dollars 
remaining, as the case may be ; and that God intended that all 

people should approach equality, and all that kind of thing; and 
there is a very well-foueded campaign emting throughout the 
eounb·y that we should take the whole thing when a man gets 
up into the millions; that he ought to have nothing beyond 
enong~ to sup~ bic wtfe and family and care for them when 
he dies; that he is a plutocrat, and we should take it all. That 
is a very plausible statement, but this bill is not framed exactly 
upon that foundation. 

The CHAIRMAN. The time of the gentleman from illinois 
bas again expired. 

Mr. KITCHIN. Mr. Chairman, I ask unanimous consent for 
one minute more. 

The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. KITCIDN. I would say to the gentleman that our com

mittee heard before the committee and outside of the committee 
some arguments along the line intimated by the gentleman from 
Illinois, but we did not think them sound, and therefore we did 
not go to the extent of confiscation in these schedules. And I 
believe myself it is a bit higher than . the gentleman himself is 
willing to go. I think, as the gentleman from Ohio [1\Ir. LoNG
woRTH] said the other day and several other gentlemen, the 
gentleman from Massachusetts [Mr. 'l'READWAY], and it was the 
thought of the committee, that on these high rates we have 
gone just as high as it is safe both for busines and safe for the 
marketing of Government securities for us to go. 

Mr. CANNON. Well, I just wanted to call attention-it may 
be the bill does not quite agree with the .stump speeches through
out the country. 

The CHAIRl\fAN. The pro forma amendment is withdrawn, 
and the Clerk will read. 

The Clerk read as follows: .. 
GROSS INCOME DEFINED. 

Sxc. 213. That for the purposes of this title (except as otherwise 
provided in section 233) the term "gr·oss income"-

(a) Includes gains, profits, and income derived from salaries, wages, 
or compensation for personal service (includin~ in thE' case of the Presi
dent of the United States, the judges of the Supreme and inferior courts 
of the United States, and all other offirers and employees, whPthcr 
ell:'rted or appointed, of the United States, or of any State, Alaska, 
Hawaii, or any political subdivision thereof, or the District of Colum
bia, the compensatio:::~ received as such), of whatever kind and in what
ever form paid, or from profes ions, vorations, tra d s, bu~ilH'sses, com
merce, or sales, or dealings in property, whether real or personal, grow
ing out of the ownership or use of or intert'st in such property; also 
from interest, rent, dividends, securities, or the transaction of any busi
ness carried on for gain or profit, or gains or pro fi ts and lnrome de
rivro from any source whatever. The amount of a ll such items shall 
be included in the gross income for the taxable yf'ar in which received 
by the taxpayer, unless, under methods of a<'Countlng permittee] under 
subdivision (b) of section 212, any sucll amounts are to be properly 
accounted for as of a different period; but. 

1\Ir. BORLAND. Mr. Chairman, I offer an amendment to the 
paragraph. After the word "personal," in line 2, pnge 9, in-
sert the word " or." _ 

The CHAIRMAN. The Clerk will report the amendment. 
The Clerk read as follows : 
Page 9, line 2, after the word "personal," insert the word "or." 
1\Ir. BORLAND. 1\Ir. Chairman, it seems to me that a ·careful 

reading of that section discloses that the word "or" is left out 
of that language. It undertakes to define gross income, defines 
it as. gains, profits, incomes, and so forth, receh·ed from profes
sions, vocations, trades, businesses, commerce, or sales, or 
"dealings in property, whether real or personal," and then in 
the original text following the words "growing out of the 
ownership" or "use or interest in such property." Now, if that 
relates directly to the word "personal," they may be limiting 
the word "property" as the income and gains growing out of 
the use or ownership or use of or interes t in such property. 
Now, clearly the word "dealinus" refers to "or sales of prop
erty," and that is one classification. 'l~he income derived by the 
sale of property is by the dealings in property, and this is in
tended to tax this kind of transaction as income. Then, it seems 
to me that it is intended also to tax any other gains or profits 
growing out of the ownership or use and interest in such prop
erty which would include any profits on that in the way of 
royalty or rent or actual occupation of the property for busi
ness purposes or any other use to ·which it could be put which 
would bring in an income return. In other words, those two 
things, " dealing in property " on the one side and " growing 
out of the use or interest in such property " on the other, are 
two distinct things-that is, they are two di stinct source of 
incom~-and it seems to me they ought to be separated by tile 
disjunctive u or'' instead of one being put with a grammatical 
limitation on the other. 

Mr. KITCHIN. Mr. Chairm~n, I <1o not think the gentleman 
has construed it like we construed it and like the Treasury 
Department construed it. Now, this part of the provision is 
exactly the language of the pre ent law, and the department 



10360 CONGRESSIONAL RECORD-HOUSE. SEPTEMBER 16, 

~1as made its rulings upon it, and I doubt whether. we ought to 
put in. the word "or." 

Mr. BORLAND. I have heard the language of the present 
law very severely criticized by lawyers on. that account. 

Mr. KITCHIN. Here is what it means: Read it this way, 
"or sales or dealings in property, whether real or personal, grow
jug out of the ownership or use of or interest in such property." 
Do not you ee, " growing out of the ownership of it "? 

Mr. BORLAl~D .. That limits--
Mr. KITCHIN. Or selling or leasing it. }:~:.:~ -· 
Mr. BORLAND. That limits the word "dealings." · ·,~.;.:.:;,_..; 
Mr. KITCHIN. No; "or sales." 
Mr. BORLAND. "Or, sales" would mean sales or dealings. 
Mr. KITCHIN. Let us read it as it is and as .cut off by a 

comma-" pr sales, or dealings in property, whether real or per
sonal, growing out of the ownership or use of or interest in such . 
property." Now, the gentleman says he wants rents and royalties. 
Then this follows, " also from interest, rent, dividends, securities, 
or the transaction of any business carried on for gain or profit, 
or gains or profits and income derived from any source what
ever." So you see rents, perhaps, are taken care of in the sen
tence immediately following, and I think it inadvisable . to put 
thi language in as existing law has now been correctly con
strued. 

Mr. BORLAKD. Suppose one makes an income from dealings 
in property··which does not grow out of the use or ownership of 
the property. Suppose some broker or agent makes money out of 
dealings in property and he does not own it and does not use it. 

Mr. KITCIDN. The words " from any source whatever," catch 
that. 

Mr. BORLAND. It occurred to me so. Mr. Chairman, I with
draw the amendment; it is only a verbal amendment, and I 
simply desired to suggest it to the committee. 

The CHAIRMAN. Without objection, the amendment will be 
withdrawn. 

There was no objection. 
l\Ir. MONTAGUE. Mr. Chairman, I move an amendment. 

Page 8, line 22, strike out the words "of any State." 
The CHAffiMAN. The Clerk will report the amendment. 
The Clerk read as follo,vs: 
Page 8, line 22, strike out the words " of any State." 
1\ir. MONTAGUE. l\Ir. Chairman, the purpose of the proposed 

amendment is to exclude from the income tax the salary or 
compen ation of the officials of the several States. The con
sideration that constrains me to offer the amendment relates 
in no way to the economic object Qr fiscal policy of the bill. I 
submit this amendment on the ground that Congress has no con
stitutional authority to tax the salaries or the compensations. the 
means, or the agencies by which the several States administer 
their governments; and upon a careful ex.amination of the 
question I submit that_ no lawyer in this body can reach any 
other conclusion. Our system of government, it may be ele
mentary to observe, is a dual system. The States within their 
constitutional powers are as supreme as the Federal Govern
ment within its constitutional powers. This has been held over 
and over again by the Supreme Court of the Nation, and it is 
manifestly self-evident. 

A very eminent authority, Mr. Cooley, in his Principles of 
Constitutional Law, says: 
- The power to tax whether by the United States or by the States, is 
to be construed in the light of, and limited by, the fact that the States 
and the Union are inseparable, and that the Constitution contemplates 
the perpetual maintenance of each with all its constitutional powers, 
unembarrassecl and unimpaired by any action of the other. 

1\Ir. GARNER. May I ask the gentleman a question? 
Mr. MONTAGUE. Yes. 
Mr. GARNER. Has he taken these textbook writings in con

nection with the sixteenth amendment to the Constitution? 
Mr. MONTAGUE. I do not take the textbooks alone, but I 

·take the textbooks and the decisions of the Supreme Court of 
the United States. 

l\Ir. GARNER. Have there been any decisions of the Supreme 
Court directly upon the sixteenth amendment? 

Ut·. MONTAGUE. In a few moments I hope I will be able 
to convince the gentleman that there have been such decisions. 

Cooley argues that this equality of sovereignty will be im
paired or destroyed if the taxing power of either government 
is extended to or imposed upon the other. 

He says: 
The taxing power of the Federal Government does not, therefore, · ex

t end to t b<' means or agencies t hrough Ol' by the employment of which 
the States perform t heir essential functions, since, If these were within 
its reach, t hey might be embarrased, and perhaps wholly paralyzed, by 
the burdens it should impose. 

Cooley then quotes from the ·famous decision of McCulloch 
against Maryland, the opinign being· that of Chief Justice Mar
shall: 

"That the power to tax involves the power to destroy; . that the 
power to destroy may defeat and render useless the power to create; 
that therf! is ·a plain repugnance in conferring on one government a 
power to control the constitutional measures of another, which other, 
in respect to those very measures, is declared to be SUJ;lr(>me over that 
which exerts the control, are propositions not to be demed." It is true 
that taxation does not necessarily and unavoidably destroy, and that 
to · carry it to the . excess of destruction would be an abuse not to be 
nntidpated; but the very power would take from the States a portion 
of their intended liberty of independent action within the sphere of 
their powers and would constitute to the State p erpet ual danger of 
embarrassment and possible annihilation. The Constitution contem
plates no such shackles upon State powers and by implication forbids 
them. 
. The United States, therefore, can not tax a State municipal corpora
tion or its resources, or the salary of a State officer; or the process of 
State courts, or a railroad owned by a State, and so on. .And, ou the 
other hand, a State can not tax the salary or emolument s of Federal 
officers, or the bonds or other securities issued under the power to bor
row money on the cred1t of the United States, or the revenue stamps 
or Treasury notes issued by the United States, or a bank created by the 
United States as its fiscal agent, or the franchise of a corporation cre
ated by the United States, except with the consent of Congress, ancl 
so on. 

The direct question as to whether or not it is competent for 
Congress to impose a tax upon the salary of judicial officers of 
a State was presented to the Supreme Court of the United 
States in the case of the Collector against Day in Eleventh Wal
lace Reports, page 113. The court, in reviewing the ca e of 
Dobbins against the Commissioners of Erie County, where it 
was held that it was not competent for a State to tax the 
salary of an officer of the United States, and the ca es of Mc
Culloch against Maryland and Weston against Charleston, as 
settling the principle that State governments can not lay a tax: 
upon the constitutional means employed by the Feaeral Gov
ernment to execute its constitutional powers, held broadly that 
the converse principle was equally sound, and consequently it 
was not competent for Congress to impose a tax upon the salary 
of a judicial officer of a State. 

In the very striking opinion of Collector against Day the com·t 
said, among other things, that-

The General Government and the States, although both exist within 
the same territorial limits, are separate and distinct sovereignties, act
ing separately and independently of each other within their respective 
spheres. -Tha former in its appropriate sphere is supreme, but the 
States within the limits of their powers not granted or~., in the lan
guage of the tenth amendment, reserved," are as inaependent of 
the General Government as that Government within its sphere is inde
pendent of the States . 

.And if the means and instrumentalities employed by that Govern
ment to carry into operation the powers gr:l.Dted to 1t are. neces arlly, 
and, for the sal{e of self-preservation, exempt from ta.xatlon by the 
States, why are not those of the States depending upon their reservea 
powers. for like reasons, equally exempt from Federal t:u:atlon? Their 
unimpaired existence in the one case Is as essential as in the other. 
It is admitted that there Is no express provision in the Constitution 
that prohibits the General Government from taxing the means and 
instrumentalities of the States, nor is there any prohibiting the States 
from taxing the means and instrumentalities of that Government. In 
both cases the exemption rests upon necessary implication and is up
held bv the great law of self-preservation, as any government whose 
means~ employed in conducting its operations, if subject to the con
trol of another and distinct government, can exist only at the mercy 
of that government. Of what avail are these means if another power 
may tax them at discretion? . 

Mr. Chairman, it is impliedly or expressly conceded by gentl~ 
men in this debate that prior to the adoption of the sixteenth 
amendment the doctrine expressed in the authorities which I 
have just read was unquestioned, and that the Congress could 
not impose an income tax upon the alaries of the offi.c!als of 
the States or on the bonds of States or the municipalities 
thereof. So prior to the amendment there can be no doubt 
that the power to tax State agencies and instrumentalities was 
not a power conferred upon Congress by the Constitution. 
Therefore I assume that if the securities, means, and agencies 
of the several States and their municipalities are now subject 
to taxation it must be that tli.ey constitute a new subject of 
taxation conferred by the sixteenth amendment. Mr. Chair
man, I can find no eminent n:uthority who ever suggesteu that . 
this was a new subject of taxation sav~ Gov. Hughes in a mes
sage to the Legislature of New York when considering the adop
tion of this amendment. It should be remembered that Mr. 
Hughes was not making ·a judicial deliverance, but submitting 
to the cautionary discretion of the legislature the suggestion 
that the amendment contained a germ of destruction of the 
powers and means of the States. He was dealing with policy, 
not law. 

But, Mr. Chairman, the argument of Mr. Hughes was an
swered by one of the most distinguished of American jurists, 
Elihu Root; and, in my opinion, his answer. was a triumphant 
refutation of the position taken by Mr. Hughes. And the Legis
lature of New York obviously so thought, for otherwise it is 
not conceivable that it would have adopted the amendment. 

I repeat that the section of · the bill which it is proposed to 
amend is based upon the contention that the sixteenth amend
ment creates new subjects of taxation, and within this new 
category 9f subjects fall the means and agencies of the States 
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and their municipalities. This contention, I submit, has been 
uniformly denied by the Supreme Court. In the case of Brusha
ber versus Hallway Co., 240 United States Reports, page 17, 
decided January 24, 1916, the court, after quoting the amend
ment, which is as follows: 

The Congress shall have po""er to lay and collect taxes on incomes, 
from· whatever source derived, without apportionment among the sev
eral States and without regard to any census or enumeration-

Held that-
It is clear on the face ot this text [ot the amendment] that it does 

not pnt·port to confer power to levy income taxes in a generic sense
an authority already posses ed and never questioned-or to limit and 
distinguish between one kind of income taxes and another, but that the 
whole purpose of the amendment was to relieve all income taxes when 
imposed from apportionment from a consideration of the source whence 
the income was derived. 

~ In the case of Stanton against Mining Co., likewise found in 
240 United States Reports, page 12, decided February 21, 1916, 
the court unanimously held that-
it was settled that the provisions ot the sixteenth amendment conferred 
no new power of taxation, but simply prohibited the j)revious complete 
and plenary power of income taxation possessed by Congress from the 
beginning from being taken out ot the category of indirect taxation, to 
which it inherently belonged, and being p:aced In the category of dlrect 
taxation, subject to apportionment by a consideration of the sources 
from which the income was derh·ed; that is, by testing the tax, not by 
what it was-a tax on income--but by a mistaken theory deduced from 
the origin or source of the income taxed. 

In connection with the two cases just cited, I ask the com
mittee to observe that the decision in each case was unanimous 
and was assented to by Mr. Justice Hughes, former governor of 
the State of New York, and therefore Mr. H.ughes as n Justice 
of the Supreme Court of the United States has disagreed with 
:Mr. Hughes as the chief executi>e of the State of New York. 
This is to his credit. 

The last adjudication I am able to finq of the Supreme Court 
is the case of Peck against Lowe, decided 1\Iay 20, 1918. In 
considering a phase of nn income tax in>ol>ed in thi~ case, the 
court held that the sixteenth amendment- · 
does not extend the taxing power to new or excepted subject , but merely 
removes all occasion, which otherwise might exist, for an apportionment 
among the States of taxes laid on income, whether it be derived from 
one source or another. 

So, l\Ir. Chairmnn, I submit it as beyond controversy that a 
tax: upon salaries or compensation of State officials or upon 
securities of States or their municipalities lias been clearly held 
by the Supreme Court not to be a new tax and not affected by 
the sixteenth amendment. 

In the case of Pollock against Farmers' Bank, known as the 
famous income-tax decision, the question was as to the consti
tutionality of incomes in the form of rents from real estate and 
income derived from certain personal property. The constitu
tionality of the tax as a tax per se was not controverted. 'rhe 
position taken by the court in that case was that such an incc.-me 
was a direct tax and therefore would have to be apportioned 
among the several States. In other words, the tax itself was 
valid, but the mode or method of laying the tax was invalid. 
Therefore the sixteenth amendment was adopted not for the 
purpose of securing new subjects of taxation but to remove 
the clumsy and slow method of apportionment of a valid tax. 
The bill under discussion involves a far different question, for 
it undertakes to impose a tax upon a new subject and upon a 
subject which the Congress of the United States has not the 
legislative power to impose. 

Mr. l\1ADDEN. Mr. Chairman, will the gentleman yielll? 
Mr. MONTAGUE. Yes, I will. 
Mr. :1\!ADDEN. Does the gentleman consider that in setting 

aside the necessity for an apportionment of the tax you extend 
the power of the Congress to levy a tax with respect to whether 
or not it was taking away the right of the States to find reve
nue to maintain their own governments? 

1\fr. MONTAGUE. If I catch the gentleman's inquiry cor
rectly, I answer that this amendment has not affected at all the 
powers of the States or the Nation with respect to the subject 
of taxation. It has only determined the method by which Con
gress must exercise its power to tax-it is wholly of a regu
latory character. 

To repeat, I would say that before the sixteenth amendment 
Congress could tax incomes, but it must then tax incomes by 
the method of apportionment among the States. Since the 
amendment, and by virtue of the amendment, Congress must 
ta.~ incomes directly and not by apportionment. Therefore, the 
amendment does not create new subjects of ta.~ation but does 
create a new method of reaching taxable subjects, namely, by 
the method of an income tax. 

Mr. Chairman, we should not grow hysterical by reason of this 
war. The equilibrium of the National Government and the 
State governments should be preserved. The tax proposed in 
this section of the bill will, in my opinion, destroy this equi-

librium, and will dislocate our great Federal system. I hope 
the Congress will not impose the taxes in question, and if the 
Congress does make the imposition of such taxes I believe it 
will do a futile and vain thing, because such action will be 
beyond the legislative power of Congress. 

Mr. BORLAND. Mr. Chairman, will the gentleman yield? 
Mr. MONTAGUE. Yes. 
Mr. BORLAND. Would not the gentleman's reasoning apply 

with exactly the same force, that the sixteenth amendment does 
not extend the taxing power along new subjects of taxation or 
any subjects forbidden by the Constitution? Would not that 
apply with equal force to including the salary of the President 
of the United States and of the judges of the Supreme Court 
and district courts of the United States? 

Mr. MONTAGUE. I think by reason of the distinct consti
tutional provisions the Congress has no authority to tax the 
compensation of the P!·esident and the Federal judges. Theil• 
salaries can not be reduced during their term of office. To reply 
that the reduction of these salaries by t11e process of taxation is 
not a reduction is an arbitrary conclusion. Moreover, I think 
it unwise and ungracious radically to reduce the salary of the 
President as proposed in this bill. 

Mr. Chairman, I submit, in conclusion, that no such exigencies 
now confront us as to warrant our departure from the Consti
tution or to break over the established domains of the States 
and of the Union. The States have no power to tax the agencies 
and instrumentalities of the Federal Government, and conversely 
the ·Federal Government upon the same principle has no power 
to tax the agencies and instrumentalities of the States. These 
several sovereignties stand upon a parity of power in this par
ticular. They are each within a zone sufficient for their self
preservation. If the State is not supreme in fixing the salaries 
and compensation of its own officers, and preserving its own 
bonds and securities from taxation by the Federal Government, 
then the State's power is papet and nothing else. [Applause.] 

Mr. CRISP. 1\Ir. Chairman and gentlemen of the committee, 
I am sorry that I was not in the Hall when the distinguished 
gentleman from Virginia · [Mr. l\IoNTAGUE] made his motion and 
made his argument. I am handicapped by the fact that I came 
in only during the delivery of his closing remarks. 

I hope that the amendment of the gentleman will not prevail. 
In this national crisis, when the Committee on Ways and Means 
was confronted with the duty of preparing the revenue bill to 
raise about $8,000,000,000, the committee was of the opinion 
that if it was lawful for Federal officials and State officials 
to pay an income tax, as every other citizen of the United State.c; 
must pay, they ought to be· required to pay it. The committee 
was not without doubt as to whether or not the provision was 
constitutional. 

Mr. MONTAGUE. MP. Chairman, will the gentleman permit 
me to ask him a question there? 

The CHAIRMAN. DQes the gentleman yield? 
Mr. CRISP. I prefer to go on with my statement. I dill not 

hear the gentleman's argument, and I prefer to make my state-
m~~ . 

1\fr. MONTAGUE. My question would not be pertinent except 
to that remark. 

Mr. CRISP. The committee had doubt, I say, as to the con
stitutionality of the provision requiring State officials to pay 
an income tax if their salary came within the purview of the 
law, but the committee thought that if there was any question 
about it, that question should be resolved in favor of the Gov
ernment, and let the gentlemen enjoying those salaries in this 
crisis, if they question it, take the matter to the courts and 
let the courts determine it. The committee could see no reason 
in justice or equity why a man drawing a salary of $10,000 or 
more from U1e Federal Government or from a State government 
should be immune from paying any income tax and his neighbor 
across the street, who happened to earn thret:' or four thousand 
dollars salary out of public office, be required to pay a tax. 

1\ir. CHANDLER of Oklahoma. Mr. Chairman, will the gen
tleman yield? 

The CIIAIR~IAN. Does the gentleman from Georgia yield to 
the gentleman from Oklahoma? 

Mr. CRISP. I decline to yield to anyone until I get through 
with what I have to say, and then, if I can answer any ques
tion, I will try to do it. 

The CHAIRMAN. The gentleman declines to yield to anyone. 
l\lr. CRISP. The committee was familiar with the decisions 

of Chief Justice Marshall and the others declaring that Con
gress had no power to tax State instrumentalities. But that, 
gentlemen of the committee, was prior to the adoption of the 
sixteenth amendment to the Constitution. I <lo not believe there 
cn.n be any question whatever about the right of the Federal 
Congress to tax the incomes of Federal officials. 
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I have no fault or complaint to make at the salaries of the 
Federal judiciary. On the contrary, l do not believe the juul
ciary are sufficiently paid, and I will vote to ic.crease their com
pen .. ation. Rut I <lo not belieYe there should be that invidious 
distinction that because, forsooth, they hold a Federal judicial 
job with a · large alary they should be immune from income 
taxes when the other citizens of this coun:ry pay income taxe . 
I do not think there is any que tion but that Congress ha the 
power to tax them. The Constitution as to their salaries simply 
says: 

The judges • • • shall • 0 • receive fot· their services a 
compPn ation, which shall not be diminished during their continuance 
in office. 

That doe not mean that they are exempt from taxes. That 
simply means that Conb'l:'ess by legislation shall not pass an act 
reducing their alarie . It does not exempt them or give them 
immunity f1·om taxation. As I said before, I am perfectly 
willing to vote to increase their compensation. I believe the 
laborer is -n'Orthy of his hire, but I believe it is of no good to 
the bor_ly politic to have a certain class of officehol<lers exempt 
from taxation and the body of the people with similar salaties 
paying taxe . . . 

The CHAIRMAN. The time of the gentleman bas e~-pire<l. 
Mr. CRISP. I ask unanimous consent to proceed for five 

minutes. 
'l'he CHAIRMAN. The gentleman from Georgia asks unani

mous con ·ent that his time be extended five minutes. Is there 
objection? 

There wa no objection. 
l\Ir. CRISP. Now as to the right of the Federal Go-rernment 

to tax State offi ials, that is a more serious que tion. 
'Vhen the ixteenth amendment to the Constitution was rati

fied it became, of con.rse, a part of the Constitution. That 
amendment rends : · 

The Congress shall have power to lay and collect taxes on incomes 
from whatever source derived witbout apportionment among the several 
States and without regard to the census or enumeration. 

Now, I know it is a debatable question, but l\Ir. Justice 
Huo-hes, who we all recognize is an eminent lawyer, when gov
ernor of the tate of New York sent a me age to the New York 
Legi latuTe urging them not t:o ratify or adopt this sixteenth 
amendment, for the rea on that it gave the Federal Government 
the right to tax municipal and State bonds and salaries of offi
cials. 'l'hat was the grouncJ on which he urged the legislature 
to refuse to ratify thi amendment. 

I stated, it is doubtful, but the courts have not passed on 
thnt amendment. Neither has any court said, since the six
teenth amen<lment 'vas adopted, that it was not constitutional 
to r quire State officials and Federal officials to pay income 
taxe . I do not agree for one moment that if a State official pays 
an income tax it confers on Congre s the power to destroy the 
State government. I grant that if Congress were to single out 
and levy a tax again t the salaries of State officials it would not 
be con titutional, but I think it is very debatable, when Congress 
pas ·es a taw saying that all the citizens of the United States, 
whether officeholder of the Federal Government or officeholders 
of the State, enjoying a certain income from whatever source 
deri-red, shall pay a tax thereon, whether the courts will bold 
that unconstitutional, and for one I want to put it up to the 
court . [Applnu. e.] 

l\Ir. CHANDLER of Oklahoma. Mr. Chairman, will the gen
tleman yield? 

l\fr. CRISP. I yield to the gentleman from Oklahoma. 
1\lr. CHANDLER of Oklahoma. Will not the amendment, if 

adopted, exempt Members of Congress from income taxes on 
their salaries? 

Mr. CRISP. I do not think so. I think the salaries of Mem
bers of Cong1·es nre learly subject to the payment of the in
come tax, with or without the amendment. 

Mr. LONDON. When revenue is rai ed for war purposes, is 
it not rai~ed for the purpose of enabling that very State govern
ment to exi~t? 

' 1\fr. CRISP. I think so. And, furthermore, I will say to the 
gentleman from New York that if any gentleman enjoying a 
Federal or State offic . with an income sufficient to come withln 
tfie purview of this lnw, wants to test it in the courts, I say to 
him, Go to it! 

Mr. LO:NDO" ~. But Lc:; not this revenue being raised for the 
purpose of continuing- the very existence of the Go\ernment? 

. :Mr. CRISP. I think so. 
1\Ir. 1\IO:KTAGUE. Will the gentleman yield? 
1\Ir. CRI. P. I ylel<l to the gentleman from Virginia. 
Mr. 1\IOXT AO TE. I un<1erstood the gentleman to say that 

he wa~ in tl(lllht al ont the cou~titutiouality of this provi ion, 
and therefore \\' hheLl to put it up to ~e courts. · 

Mr. CRISP. To try to recall exactly what I said, I think I 
said that the committ e had doubts as to the constitutionality 
of it, but the committee thought in this national crisis and 
emergency they should resolYe the doubt in favor of the GoYern· 
ment. 

1\lr. l\10 ... ·TAGUE. Is it not the accepted practice and con· 
truction in every State in the Union, nnd is it not the un· 

broken principle of the decisions of the courts, that when you 
are in doubt about the constitutionality of a matter you shall 
not impo e it? · · . 

1\Ir. CUI P. I think there is splendid authority for that. !! 
1\l.r. 1\IONTAGUE. And none to the contrary. This is new 

doctrine to me. 
l\lr. CRISP. Let me do the justice to my colleagues on the 

committee to say tl1at I may not be expressing their views, and I 
a sume full respon ibility for the statement I have made. 

l\Ir. LONG,VORTH. Will the gentleman yield? 
Mr. CRISP. I yield to the gentleman from Ohio. 
1\lr. LO~GWOUTII. Does the gentleman think this rests on 

the same ground as the taxation of municipal bonds? Is the 
arne question involved here a i in-rol\ecl in our right to tax 

municipal bonds? 
M1·. CRISP. Absolutely. 
1\I1·. LONGWORTH. And ''e never will know whether we can 

tax them or not unless we pass this provision and leave it to t11c 
courts. 

1\Ir. CRISP. The gentleman is absolutely correct. 
Mr. W A.LSH. 1\Ir. Chairmn.n, I offer a sub titute for the 

amendment proposed by the gentleman from Virginia. 
The CHAIRMAN. The gentleman offers a substitute, wWcli 

the Clerk will report. j 
The Clerk read as follows: t· 

Mr. WALSH offers the · following substitute for the n.men<lment 
offered by l\11'. MOXTAGUE : Page 8, line 18, after the word "service," 
strike out all .between the parentheses in lines 18 and 24. I 

Mr. WALSH. 1\lr. Chairman, I have listened ·with much at
tention to the remarks of the gentleman from Virginia [1\lr. 1 

1\loNTAGUE], and I agree with him in the opinion that nothing · 
in the sixteenth amendment to the Federal Constitution, which ' 
the gentleman from Georgia [Mr. CmsP] ha cited, gives the 
Government t11e right to tax incomes received by State officials 
as compensation or salary. 1\fucb stre s is laid upon the words 1 

"from whatever source derived," but that is not the important I 
pbra eology in that amendment. The important phraseology is I 
"taxes on incomes," and tbe amendment cr ates no new incomes 
or source and makes nothing an income that was not an in· 
come before. 

We ought not to tax the income of State officials. 'Ve ought . 
not to tax the salary of the President of the Uniteu State: or 1 

the salaries of the Federal judiciary. We have demandS.llen<ling , 
before the House at present to increase the salaries of the 
Federal judiciary from $6,000 up to $11,000 or $12,000 in some 
instances; and, of course, if ''e go to levying this income tax 
on them for the purpose of getting revenue you will find that 
instead of getting revenue we will increase our expenditures, · 
because it will simply give impetus to the demand for increa cU. 
compensation for the judiciary. The taxing of theit· salaries 
will be used as an excu e to increase their salaries and we wm

1 be urged to pay out many times more than what the tn:x: 
amounts to. 

But I desire to direct tlle attention of the co.m.nlittee to one 
of the clauses of Article II of the Constitution: 

The President shall, at stated times, receive for services a com
pensation which shall neither be increased nor diminished during the 
period for wbicb he hall have been elected, and he hall not receiv 
within tbat period any other emolument from the nited States, or n.ny 
of them. 

'Ve have no right either by taxation or by direction or in· 
direction under that provision of the Constitution to incrca e 
or diminish the salary of the Pre i<lent. Unuer the schedule 
laid out in this bill be would be taxed 42 per cent on his salary. 
But no matter what tlie rate of taxation is it dimini hes the 
salary of the President of the- United States . . Oh, geutleruen 
say let the people who are involved go to the court and have the 
question raised. That is an unfair and cowardly way to handle 
this matter. These people who are performing the service nrc 
supposed to receive adequate salaries and compen~ ation. If 
you want to pass an act permitting the Pre ident of the United 
States to serve without compen ation, or judges to er-re without 
compensation, why, pns that sort of a statute. But it i de
cidedly unfair to say that while the committee, or a member of 
it, may be doubtful as to the constitutionality of a provi ion, 
nevertheless because we are attemptino- to rai e ne dctl r vennc 
we will put it up to the men we are eeking to tax, ev n tbougll 
doubtful as to its constitutionality. 

Mr. CRISP. Will the gentleman yield? 
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Mr. WALSH. Yes. 
Mr. CRISP. Does the gentleman contend that a proviswn 

1·equiring Federal officials to pay the income tax the same as all 
other persons is reducing their compensation within the meaning 
of the constitutional provision? 

l\lr. W AJ.~SH. I certainly do, as applied to the President and 
the judici~ry. 

l\fr. CRISP. I differ with the gentleman; I have no doubt as 
to the constitution~lity of the provision. 

l\fr. WALSH. If the gentleman will tell me how you can tax 
the income which the President of the United States derh~es as 
compensation without iliminishlng his compensation, I shoulu 
like to have him demonstrate it. 

l\fr. SHERLEY. Will the gentleman yield for a question? 
1\lr. WALSH. Yes. 
1\!r. SHEULEY. What was the purpose of putting that clause 

into the Constitution relati...-e to the President's salary? 
Mr. WALSH. I assume the purpose of it was so that the 

President's salary shouhl be a certain fixed and definite sum 
that could IO.ot be tampered with while he held office. 

Mr. SHERLEY. That is not the theory in the constitutional 
uebates. The debates show clearly that the purpose was tfiat 
CongL·ess might not punish or reward. Now, can it be said that 
Congress is punishing or rewarding when it makes a rule that 
applies universally to the citizenship, including the President 
of the United States? 

Mr. WALSH. On that theory I submit that if we should be 
pushed to a rate o( taxation whereby, instead of the amount in 
that bracket being, say, 20 per cent, it was 90 per cent upon the 
salary of that official, it certainly would be a punishment, and 
it is a diminution of the compensation. 

l\lr. SHERLEY. The gentleman misses the point; it is a 
diminishing of the compensation in an indirect sense. but is it 
such a diminution as the framers of the Constitution bad in 
mind wbirh would be special to the person? 

Mr. W AI.~SH. It is not a direct decreasing of his compensa
tion, but it results in the decreasing of his compensation, and 
it is an indirect attempt to reduce it. We ough.t not to step in 
and ~ay to State officials, to legislators, or to the judges, or to 
the municipal officers, that we will tax them, but uo not inteud 
to decrease their compensation. 

1\fr. FOUDNEY. Will the gentleman yielU? 
Mr. WALSH. Yes. 
Mr. FOHDNEY. There is a provision of Jaw that Congress 

can not change the salaries during the term for which l\1cmherB 
are elected, and they are subject to taxes under this law. Con
gress, by the passage of this act, is not changing the compensa
tion to be received by the Presi<lent. We ha>e not <:hanged the 
salary at all; but if be recei-ves it, we will put him in the clnss 
of the common citizenship and tax him like all other r>eople, nn<l 
he ought to be taxed. 

Mr. SHERLEY. The gentleman's reasoning TI"onld he !Jetter 
if his premises were sounu. There is no provision against a 
change of salary of a Uember of Congress. 

Mr. FORDNEY. During the time for which be is electeu? 
Mr. SHERLEY. No. 
1\lr. FOUDNEY. Perhaps I am wrong. 
1\lr. ' WALSH. There is no such provision as to l\Iembers of 

Congress. 
The CHA.IRl\1AN. The time of. the gentleman has expired. 
Mr. WALSH. Mr. Chairman, I ask unanimous consent to pro-

ceed for·three minutes more. 
The CH.AIRl\fAN. Is there objection? 
There was no objection. 
Mr. STERLING of Illinois. Will the gentlemttn ~·ield? 
Mr. WALSH. Yes. 
Mr. STERLING of illinois. I want to ask the gentleman 

this question: After the Presi<lent receives his salary it would 
be subject to taxation under the tax laws of the. District, would 
it not, or un<let· the tax laws where>er he IiYed? 

1\ir. WALSH. I do not think so. 
1\Ir. STERLING of Illinois. It seems to me that after an 

officer receives his salary anu has acquired the property it could 
be taxed. 

Mr. 'VALSH. An income tax by the State? 
1\Ir. STERLIKG of Illinois. No; personal-property tnx. or 

any kind of a State tax:. 
Mr. LONGWORTH. A. bank balance, for instance. 
Mr. WALSH. Ob, I assume that that may be so. 
1\lr. STEULIKG of Illinois. That ,yould diminish his income 

just the same as imposing nn income tax on his salary. I do 
. not think the gentleman would sny that that was a diminution of 
the salary prohibited, and yet it does diminish the salary just 
the arne as an income tax diminishes it. 

l'tlr. WALSH. If the gentleman will permit, in the one case 
you are taxing property; in this case it is a tax on his income. 

1\fr. STERJ.~ING of I11inois. The gentleman makes this dis
tinction and bases it on the ground that they can not diminish 
t11e President's salary, but they do diminish it when they tax him 
locally. 

Mr. GRAHAM of Pennsylvania. Will the gentleman permit 
an interruption for me to ask a question? 

Mr. WALSH. Yes. 
Mr. GRAHAM of Pennsylvania. Do you not forget that you 

are discussing limitations in the Constitution as to the power 
of Congress? 'Vbat bas that to do with the question of local 
taxation? It says that Congress shall not do this thing. 

1\Ir. s ·TERLING of Illinois. Congress has the power to im
pose local taxes on a bank balance on the President's salary 
when he puts it in the bank; that is within our power to do in 
the District of Columbia. I do not think anyone ever thought 
to raise the question that we were prevented by the Constitution 
from imposing that tax upon the ground that it diminished 
his salary. 

Mr. WALSH. Would the gentleman go further and conteml 
that Congress would have the power to impose a tax upon a bank 
balance in the State of Illinois? 

1\lr. STERLING of Illinois. If that is where the officeholder 
made his tax returns to the State. 

Mr. 'V ALSH. I mean as personal property-a bank bn1aucc 
as personal property. . 

Mr. STERLING of Illinois. Certainly not. The Federal Gov
ernment could not do that, or ne>er bas attemptell to do it. 

Mr. GARRETT of Tennessee. Mr. Chairman·, will the gentle
man permit n suggestion? 

Mr. 'VALSH. Yes. 
Mr. GARUETT of Tennessee. It is perhaps not quite so 

fundamental as some of the things the gentleman is discussin~, 
and yet it is extremely im11ortant, it seems to me, and that is 
that the imposition of this tax upon the Federal judges certainly_ 
places them in a very peculiar situation, they being the people 
who must pass upon the constitutionality of the act, and every 
1l'e<1eral judge in the United States is substantially disqualified 
by reason of his personal interest. 

1\Ir. WALSH. I think that is Yery true with reference to the 
judiciary, but I do not know, nnd I haT"e not heard it stated, 
the amount of money it is estimated will be received from this 
sort of taxation. 

1\lr. CitiSP. Mr. Chairman, if the gentleman will permit, I 
can answer the gentleman. According to tbe Treasury e timates, 
it will bring in between four and a half and five million dollars. 

Mr. WALSH. Then, if that be true, I do not believe tl:nt for 
that comparatively insignificant amount of money we ou;;ht to 
undertake this class of taxation, but we hould see to it tl1at some 
of the other schedules are revised and increased or ne·.v sched
ules added. 

Mr. CRISP. I do not 'vant to have any question as to what I 
mean by that statement. It is estimated by the Treasury · offi
cials that f1·om the taxing of the salaries gf the Federal and 
State officials between four and a half and five mi1lion dollars 
will be derived in revenue. That does not, of course, include 
anything that might come in from taxation of municipal and 
State bonds. 

Mr. WALSH. That is another question; but my amendment 
goes to striking out the language within the parenthes~s, which 
affects the compensations or salaries of the Pre ident of the 
United States and I1'ederal judges and State and municipal 
officials. 

Mr. CRISP. The Treasury eA"Pert estimate th::tt will yield 
between fom· and a half and fiye million dollars. 

Mr. WALSH. Mr. Chairman, the sug~estion that we should 
put this up to some official to contest it before the courts, I 
think, will not keep it out of the courts, and it ought not to. 

Mr. MOORE of Pennsylvania. Mr. Chairman, it seeffi'3 to me 
that this paragraph ought to remain intact. I uo not see why 
the test should not be made. It is an anomalous condition that 
a Federal officeholder recei>ing $7,500 a rear shall be taxed 
upon that, and a State and county or municipal officeholder, 
living acros the street and receiving as high as $17,GOO a year, 
shall uot be taxed. As a matter of principle in time if war it 
does not seem cowardly, as the gentleman from Massachusetts 
suggests, to undertake to reach that $17,500 mun when the $7.500 
man bas to pay. What is there in the proposition as presei1ted 
by the gentleman from Massachusetts [ f1·. 'VALSH] except, in 
effect, to relieve from taxation those who are alrearty fortunate 
enough to hold jobs in the county, Rtate, or municipal sel'Vice? 
The gentleman from Virginia [Mt'. MoNTAGUE], who is an astute 
lawyer, along 'vith t11e gentleman from Massachusetts [l\1r. 
,V_u_sH], raised the constitutional question, which. from a lay
man's point of view at least, seem<; to be answered by the six
teenth amendment to the Constitution. 

l\lr. MONTAGUE. 1\lr. Chairman, '"ill the gentleman yield? 
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'Mr. MOORE of Pennsylvania. Yes. 
1\lt•. 1\IONTA.GUE. I do not wish the gentleman to t.:fer that 

r desire to relieve anybody from taxation. My purpose is only 
that the United States shall be confined within its constitu
tional powers. 

1\Ir. MOORE of Pennsylvania. I understood the gentleman's 
argument thoroughly, and think the gentleman has been an
swered by an amendment to the Constitution of the United 
States which gives Congress power to levy taxes upon income 
from "whate>er source derived." 

1\Ir. 1\IOKT.A.GUE. Does not the gentleman recall that in the 
case of Collector against Day, where the United States under
took to tax the salary of a State official, the court held it uncon
stitutional? 

1\Ir. MOORE of Pennsylvania. I am not familiar with that 
particular ca e. I am not a lawyer. · 

Mr. l\101'\TAGUE. That was before the sixteenth amendment. 
Now, here is a decision after the sixteenth amendment, which 
says that no new subjects of taxation are contemplated, but 
that in so far as respects the power of laying income taxes the 
Con. titution is now as . it was before the acceptance of that 
amendment. 

1\Ir. MOOP..E of Pennsyl>ania. I can answer the gentleman's 
suggestion only by quoting the sixteenth amendment, which dis
tinguished lawyers with whom I have discussed this matter 
agrt>e covers the J,' ight of Congress now to levy taxes on State, 
county, and municipal officials. Let us read that amendment. 

Conl!l'ess shall have power to levy and collect taxes on. incomes from 
whatever source derive<l without apportionment among the several 
States and without regard to any census or enumeration. 

Mr. MO~TAGUE. And will the gentleman permit me to read 
the decision of the Supreme Court passed on 1\Iay 10 of this 
year which says that the taxing po\Ter was not extended to 

1.1ew or excepted subjects by provisions of the United State:) 
Constitution, sh.'i.eenth amendment, giving Congress the power 
to levy income taxes, but that such amendment merely removed 
all occasion, which otherwise might exist, for an apportion
ment among the States of taxes laid on incomes, from what
ever source derived 1 

Mr. MOORE of Pennsylvania. I can only recur to the amend
ment which i now a part of the Constitution, the purpose of 
whlch unquestionably, by reason of previous decisions of the 
Supreme Comt, was to give Congress the power to levy taxes 
upon incomes. But dealing with the principle involved, that 
of taxing one man and exempting another mnn, why sl10uld 
such a hullabaloo h.'t\e been raised throughout this country con
cerning the tax on Congres men's salaries if the people had not 
understood that taxes should be equitable and uniform? The 
returns show tbat Members of Congress \Yere probably the only 
100 per cent taxpayers in any one of the occupations of the 
United States reported upon by tb.e T1.·easury Department, yet be
cause some one raised the question the country went wild over 
the suggestion t11at Congress had made a preference in its own 
favor. But nothing was said about the preference given to 
those who did not hold Federal offices a.nu who are fortunate 
enough to hold offices in a State, in a county, or in a munici
pality. What did the returns show? 

The other day in general debate I quoted fr'om the Treasury 
Department stat4itics with regard to certain specified incomes 
showing that taxes were not generally collected from all the 
people of the United States, and in that showing I referred to 
the public service, civilian service, those employed .under the 
auspices of the State, county, or municipal\ty. I quoted the 
Treasury statistics. Now, I am glad to recur to those statis
tics, because some gentlemen thought I was referring particu
larly to the farmer, although that reference was only an in
cident to the general tax scheme. These statistics show that 
of public servants those who hold jobs under State, county, or 
municipality, there were 382,138, according to the census of 1910. 

The CHAIRMAN. The time of the gentleman has expired. 
1\Ir. MOORE of Pennsylvania. Mr. Chairman, I ask un::mi

mous consent to proceed for 3 minutes. 
The CHAilll\IAN. Is there objection to the request of the 

gentleman from Pennsylvania? [After a pause.] The Chair 
hear none. 

1\Ir. MOORE of Penn ylvania. Three hundred and eighty-two 
thousand one hundred aml thirty-eight employees of State, 
county, and municipality, and of that number only 2,992, or 
seventy-eight one-hundredth of 1 per cent made any income-tax 
return at all. Only seventy-eight one-hundredths of 1 per cent 
of State, county, and municipal officeholders reported upon such 
incfimes as they )tad exceeding their salaries. It seemed to 
me as unequal then as it does now. I can not understand why, 
in these war times, tlte mayor of a great city drawing $: 5,000 
per annum or a city solicitor drawing $8,000 or $10,000 per an-

. 
I 

num should, when the Federal taxgatherer comes around to get 
money to prosecute the war, be able to say, "You can not 
touch me; I fall behind the Constitution. I am not to pay be
cause I hold a job under the State, the county, or the munici· 
pality." I . do not understand why, when there is a demand 
for money to prosecute this war, and the tax collector goes up 
to the governor of a great State, highly honored 1)y the people, 
and says, "We would like a contribution for this war," he, too, 
should fall behind the Constitution and the State job. The fel· 
low who holds a Federal office contributes to the financial bur· 
den of conducting this war. Why not the other officeholders? 
It seems inconsistent, gentlemen, to exact an_ income tax from 
farmers, merchants, manufactm·ers, and others and then say to 
the 382,000 men in the United States who are fortunate enough 
to hold civil places that they need not contribute to the expenses 
of war. [Applause.] 

1\Ir. HENRY T. RAINEY. 1\Ir. Chairman, the gentleman from 
Virginia [Mr. MoNTAGUE] and those who view this matter as he 
floes present '\Vith great force the constitutional objections tO' 
this tax. Not long ago we passed the selective-d.raft bilL 
and out in vm·ious sections of the United States legal minds 
presented with great force their objection to the selective-draft 
bill upon the theory that it imposeu an involuntary servitude 
upon some unwilling citizens of the United States. They car
ried that question through to the Supreme Court of the United 
States, and the court decided that question as it ought to have 
been decided and as we all know it ought to have been deci~ed. 
The real fight for the Constitution of the United States is being 
carried on to-day along the old Hindenburg line in northern 
France. The real fight for the Constitution of the United 
States, the fight that means something, is being made by om~ 
brave boys there as they face to-day the great guns firing at 
them from the ancient citadel of 1\letz. That is where the real 
fight is being made, and the real fight for the States and their 
rights is being made there, and the real fight of those citizens 
who draw salaries from the States is being made there. We are 
simply providing here in this bill for a war fund, and I have 
little sympathy·with these hair-splitting discussions as to ques
tions of constitutionality on tllis floor when the Nation's life is 
in peril. There will be enough objections to these taxes through
out the country; already a wave of objection to these high taxes 
is being started that will go higher and higher if you exempt 
citizens of the United States from this tax. It is a serious 
mattel' for r~ citizen of the United States to stand upon his con
stitutional rights and say, "I am mayor of a city. I draw a 
salary of $15,000 a year," or, " I am the treasurer of a State 
unu my salary and my commissions amount, perhaps, to $50,000 
a year. ' I understand there are even officials of some of our 
great cities who draw much higher salaries than this, and are 
they to ay, " You can not destroy my city by taxing its officers. 
You have no right to de troy my city by taxing its officers.'• 
Great God, who is trying to destroy any city or any State by 
imposing these taxes ! 1Ve propose to expend every two wee1 
during the next 12 months the sum of a billion dollars in money, 
and we have got to tax the people of the United States to get it, 
and we ought to tax them all equally. I would like to see the 
man, the official of a State or a city, who will have the cpurage 
to stand up and in effect say to his neighbors, "You are being 
taxed ; a large portion of your income is being taken from you ; 
you ha>e elected me to this office, or the official you have 
elected has appointed me, and therefore my salary can not be 
touched; no matter what happens to me, I propose to go to the 
Supreme Court of the United States and have them say thnt my 
salary shall remain intact." We have exempted those officials 
in all the tax bills until the present time, and every man in this 
House, every Member on the floor, knows the result. 

People who are being taxed are protesting fl·om one end of 
this country to the other against omission of these citizens, who 
hold these lucr'll.tive positions, from taxes. They ought to be 
taxed; the ordinary rules which apply to the construction of 
statutes of this character in times of peace are not going to 
receive much sympathy in the Supreme Court of the United 
States. And it is our duty! as I see it, to leave this section us it 
is and to see that in this broad land no man can stand back of 
the Constitution and be a shirker and avoid paying taxes. 
[Applause.] 

1\Ir. GRAHAl\1 of Pennsylvania. Mr. Chairman, we travel far 
afield in our discussions of questions in committee, and it may 
be well to invite the attention of the committee back to what is 
the real question involved in the motion of the gentleman from 
Virginia [1\Ir. MoNTAGUE]. We have ranged into a discussion 
as to whether the President should be taxed and whether the · 
judges should be taxed and whether municipal bonds should be 
taxed, but all of those subjects are co>ered by other portions of 
this measure. The only poiut raised by the gentleman from 
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Virginia is by a motion to sh·ike out the words " of any State," 
which limits this debate to the question, Ought Congress to tax 
the employees of a State or any subdivisions thereof under the 
form of raising revenue? 

Mr. CRISP. If the gentleman will permit, I sup})OSe he wants 
to be accurate. The gentleman from Massachusetts [Mr. 
' "' ALSH] has offered an amendment to strike out the whole propo-
sition. . 

1\Ir. GRAHAM of Pennsylvania. The gentleman from Georgia 
is quite right, and I thank him for the correction. My mind was 
absorbed in following the motion of the gentleman from Vir
ginia [Mr. MoNTAGUE]. I rise to speak in reference to it. It is 
that the words "of any State" ought to be stricken out of this 
bill. It is not good argument to talk about who is fighting the 
fight of the Republic in answering a legal proposition like this. 
It is not good argument to appeal to prejudice and say that A 
gets a salary of $7,500 un<ler a Fed-eral office and B gets a salary 
of $17,500 under a State office, an<l that the former pays a tax 
and the latter does not. There is no nse of becoming hysterical 
-about waves of criticism flowing over this country. All thftt 
a Congressman has to <lo when considering a question of this 
kind is to endeavor to ascertain whnt is right, and let criticism 
take its course. 

The question here is, ·what is right with reference to this 
amendment? It is not a question of .raising a paltry sum of 
money. It involves a vital principle in the government of our 
country. It is a fundamental question and affects legislation in 
a most serious manner. I beg to recall to the gentleman that 
we are sworn to obey the Constitution. We have no right to 
shift the exercise of the first judgment away f~·om ourselves. 
This body is a court in the sense that it must for itself pass upon 
eTery question of constitutionality that is raised, and that we 
must not in a cowardly fashion shrink from that duty. It may 
be more popular to say that we are going to tax the sataries of 
eYerybody. Let us be true to what we have pledged ourselves, 
and stand by the fundamental principles e tablished for the 
government of our country and our Nation. We ought not even 
in the hysteria of war times to trample them under foot. 

M.r. MOORE of Pennsylvania. Mr. Chairman--
\ .Mr. GRAHA.J\:1 of Pennsylvania. I decline to be interrupted. 
' The language of the gentleman from Virginia clearly marks· 
out the accurate interpretation of the sixteenth amendment of the 
Constitution. No new powers of taxation have been conferred by 
it, says the Supreme Court. We must inquire what was the evil 
intended to be cured when this amendment was adopted, and 
then see what is the remedy that has been applied. The evil 
that was sougl1t to be overcome was the difficulty of making 
these taxes on incomes without an apportionment among the 
several States. The legislatures of the States in ratifying this 
amendment to the Constitution came back with the answer," We 
;will remove that difficulty," and the reading of the amendment 
shows that that was the difficulty that was to be removed. But 
they did not come back and say by ambiguous language that "we 
haYe surrendered the sovereignty of a State." This means the 
surrender of the sovereignty of a State if pursued to its final 
conclusion. They simply said that "Congress shall have power 
to lay anu collect taxes on incomes from whatever sources de
rived· without "-and that is the gist of the amendment-" with
out apportionment aiil{)ng the several States and without regard 
to any census or any enumeration." 

It will take a pow~rful argument to con-vince a court passing 
upon a question like that that in this harmless phraseology it 
was ever intended that the sovereign right of the State should 
be put down and destroyed and a power conferred that never 
before had been exercised or never was thought of as one that 
could be exercised. The amendment simply means this and 
nothing more. Prior to this amendment it was unconstitutional 
to levy taxes upon the salaries of State officials. This amend
ment simply says income taxes may be now laid without appor
tionment among the several States, but it never increased the 
subjects of taxation or said that you could tax the officials of a 
State, which had been declared to be an unconstitutional exercise 
of power before this amendment was passed. 

Now, one word with reference to the question of the Presi
dent's salary and the judicial salaries. There is no provision in 
the Constitution of the United States affecting salaries other 
than those of the President and the judges of our courts. The 
gentleman from Tennessee [l\lr. GA.I:.BETT] touched the sciatic 
nerve of that situation when he addressed the question to the 
gentleman from Massachusetts [Mr. WALSH]. I am not here to 
advocate that the passage of this bill would be a diminution of 
the salary of the President or the salary of the judges, within 
the meaning of the constitutional prohibition, for I can not argue 
.on that side of that question. But I would strike out the tax 
upon the President and upon the judges upon a higher ground 

even than that. It would be upon the ethical ground that we have 
no right to put a clause in this bill which practically debars the 
judges from passing upon it, for they are interested parties; , 
and likewise the ·President of the United States wbo must, in 
the exercise of his power to veto in acting upon this bill, be also. 
an interested party. I say we ought to preserVe the old land~ 
marks and, as we have heretofore done, exclude the President 
of the United States and the judges of the courts from the laying 
or the levying of an income tax upon their salaries. 

The CHAIRMAN. The time of the gentleman from Pennsyl .. 
Vania has expired. 

:Mr. C.AJI.TNON. How much more time would the gentleman 
like? · 

Mr. GRAHAl\I of Pennsy1vania. Three minutes. 
1\Ir. CANNON. l\fr. Chairman, I ask unanimous consent that 

the gentleman's time may be extended for three minutes. 
The CHAIRMAN. Is there objection? [After a pause.] The 

Chair hears none. 
Mr. GRAHAM of Pe.nnsylvanii. The real question with ref

erence, therefore, to the salaries of these high officials is not, 
in my judgment, so much the constitutional question as it is a 
question of ethical right for us to put these people, who must 
sit in judgment upon this bill, who are the judges, in a position 
wbere they will no longer be disinterested actors upon it. That 
is the question that appeals to me. 

Now, one more word with regard to the States. The question 
regarding the striking out of the words "any State" is funda
mental. It is a basis that we should not depart from. It is 
innovating in legislation in a most dangerous fashion to depart 
from that basis, and it does put upon the officeholder what my, 
friend from Massachusetts calls a cowardly condition. You are 
going to force him, in order to defend his legal rights in time 
of ·war, to go into a com·t of justice and claim his l_egal rights 
when the danger of the mad cry that goes up everywhere pre
vents the operation of fair play and the statement woulcl be 
made, " He is a slacker to defend himself against the payment 
of a tax on that salary." If we believe it is right, levy the tax. 
But if we as men believe it is wrong, let us refuse to levy, 
the tax . . 
• The question of taxing municipal bonds comes largely under 
thls same question which is raised by the effort to tax the 
salaries of individuals in the service of the respective States •. 
If you can tax the municipal bonds of a State, you may deprive 
it of the power to exist. You can destroy the autonomy of the 
States by taxation. The man will have a wild theory to sus
tain who will ever endeavor to maintain the proposition that the 
sixteenth amendment was intended to clothe the Congress with 
the power to disintegrate and to destroy statehood in the 
Nation and put it in the power of Congress to wipe out the 
lines that were so carefully marked by our fathers as tending 
to preserve the welfare of this country and make this simply 
a centralized power, with everything in Washington, and with 
no reserved rights or duties in the States themselves. [A.p· 
planse.] 

Mr. HUDDLESTON. Mr. Chairman, if the State and Federal 
Governments may each tax the official salaries and bonds of the 
other, they may mutually destroy each other. It was in Yiew 
of that situation that the courts haYe held that such taxes nre 
unconstitutional and fundamentally out of harmony \vitb our 
system of govermr>:ent an<l can not be laid. That was the reason 
for that line of decisions. 

No such difficulty applies to incomes derived from salaries or 
from interest on bonds which are not taxed as such. I have ·no 
doubt that a Federal income tax directed specifically to the 
salary of a State official would be void as unconstitutional. I 
have no doubt that if the Federal Government shoultl undertake 
to lay a tax specifically upon interest derived from State bonds, 
it woul<l be unconstitutionaL But the distinction must be made 
between such taxes as those I have mentioned and a tax laid 
equally upon all sources of income without an exemption in 
favor of interest on State bonds and salaries of State officials. 

Now, that is the very heart of the question under discussion.: 
The proposition advocated by the amendments is to so change 
this bill as to afford an exerr;ption to State officials. That is 
this proposition. The other side of the proposition is to levy a 
tax upon all incomes without any exemption. It is not spe· 
cifically aimed at interest on State bonds. Nor. is it aimed at 
the salaries of State officials. But it is aimed at all incomes, 
from whatever source. It is merely a way of fixing the amount 
that each citizen, without regard to his occupation or the source 
of his income, shall pay toward the support of the Government. 
I do not think if I argued the point for an hour I could express 
myself more clearly upon it . 

Just one thing more. 'Vith reference to the argum:ent of the 
gentleman from Pennsylvania [l\lr. GRAHAM] as to the- ethical 
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question. He begs that we do not put up to our courts the legal 
question to decide whether they shall pay their part toward 
carrying on this war. Why, the same ethical question, I will 
say to him, is put up to every l\Iember of Congress. Why should 
the courts of the land be exempt from passing upon such a dell
cute question when we here in this House must pass upon it 
in connection with our own incomes and say what part we shall 
do toward paying for the war? I have no sympathy witll the 
suggestion made by the gentleman, that a sense of delicacy on 
our part should cause us to put aside from the Supreme Court 
of the United States the responsibility of saying that they shall 
or not be exempt from this tax, whereas we who pass this law 
say that we shall not be exempt. 

l\1r. STAFFORD. Mr. Chairman, I would not rise to take part 
in this debate ~n the constitutional question were it not for the 
fact that the S"upreme Court of Wisconsin has passed upon al
most this identical question in construing a similar clause of 
the State constitution which forbade the compensation of any 
public officer being increased or diminished during his term, as 
to the effect of the income-tax law passed under a later con
stitutional amendment. 

The case is State ex rei. Wickllam v. Tygaard (159 \Vis. Tie
ports, 396), decided .January 12, 1915. There a circuit judge 
conte ted the right to include under the State income tax his 
salary as judge, where his term had begun prior to the enactment 
of the income-tax amendment. There was a provision in the 
original constitution forbidding the legislature from reducing 
or increasing the compensation of any public official during his 
term of office. In 1908 an amendment to the State constitution 
was adopted which authorized the levy of income taxes in the 
following language : 

Taxes may also be imposed upon incomes, privileges, and occupations, 
which taxes may be graduated and progressive, and reasonable exemp
tions may be provided. 

'l'lle State supreme court, in a decision rendered by 1\lr. Justice 
Barnes, an eminent jurist, who has since resigned from the 
State supreme court to take the position of general counsel of 
the Northwe tern l\1utual Life Insurance Co., held that the ques
tion was largely one of construction, and that the twq clauses 
must be taken together. And in passing upon it the court Ull; 
held the right of the State to levy the income tax upon the sala
ries of public officials, even though that tax diminished in effect 
the salaries of those officials. 

Mr . .Justice Barnes, at page 402, says: 
We conRtrue the amendment as authorizing the legislature to tax 

incomes in any case whPre the power rests in the State to impose such 
a tax. It would not be contended that the Constitution might not be 
amended so as to abrogate section 26 of .Article IV entirely. Neither 
would it be contended, if the amendment of 1908 ha<l in express terms 
stated that salaries of pulJlic officers should be subject to an income 
tax, that so much of section 26 of .Article IV as prohibited the levy of 
such tax would not be abrcgatrod, assuming that it did prohibit the 
imposition of a tax on salaries of public officers. The real question is 
one of construction involving the comprehensiveness of the 1908 amend
ment. The language is broad and sweeping, making and containing no 
exception . Both constitutional provisions are somewhat general in 
their nature. .As applied to the right to tax incomes of State officers, 
section 26 of Article IV is no more specific than is the amendment of 
1908. Hardly as much so. Tbe Ia tter says taxes may be " imposed on 
incomes." We perceive very little room for construction, an<l if a 
doubtful question were involved it should not be resolved against the 
exercise of the taxing p'lwer of the State. 

So with the National Government, under Article XTI, Con
gress by amendment to the Constitution is authorized to levy 
taxes on incomes, from whateYer source derived, without ap
portionment among the several States. Here also it is a ques
tion of construction, whether this amendment supersedes the 
1·estriction in the original Constitution that the salary of the 
President shall neither be increased or diminished or that the 
salary of judges shall not be diminished during their terms of 
office. 

If the sixteenth amendment is to receive a narrow construc
tion, that merely lifts the power ban of apportioning such in
come taxes, then the authority to include such salaries is most 
questionable. But if full effect is given to the words " frorri · 
whatever source deriYed," this being a general provision and 
later in its enactment, it would supersede the earlier and author
ize the levy on such salaries. 

I have greater doubt on the question suggested lJy the amend
ment the gentlemtin from Virginia [Mr. l\1oxTAGUE], as it in
\Oln~s the power of the National GoYernment to affect directly 
t11e instrumentality of the States. Again the question arises, 
:What is the full 'purport of the sixteenth amendment? 

And in that Yery decision the question arose of the delicacy 
of submitting to the justices, as advanced by the distinguished 
gentleman from Penn ylYania [l\.lr. GRAHAM], the duty of pass
ing upon a question that would affect their own salaries, and 
tlie Supreme Courf dismisses that lJ:r saying that any number of 
times questions come up as to the constitutionality of legisla-

tion affecting the taxation of property, the taxation of in ur
ance poUcies, and the like, in which the inillYidual l\.lembers 
are in a way interested by reason of being owners of property, 
or holders of insurance, and yet they assume the duty of pass
ing upon those questions. And it is never considered that such 
remote interest would be a bar to the justices passing upon the 
constitutionality of the question because of their financial in
terest. 

l\1r. WALSH. 'Vill the gentleman yield? 
1\Ir. STAFFORD. I yield to the gentleman. 
Mr. WALSH. Does the gentleman. say that a judge of the 

United States Court, in passing upon the question as to whether 
his salary was subject to taxation under this income-tax law 
would be passing upon a question in which he had a " remote " 
interest? 

Mr. STAFFORD. No more than in the case cited by .Justice 
Barnes in the Wisconsin Supreme Court, that a question relat
ing to the taxation of property in general would not disqualifY. 
him from passing upon it. It was not such a disqualifyrng Jn
terest as made the judges of that com·t shirk the responsibility, 
of their position. 

l\1r. WALSH. But in this case it is a specific levy upon n 
specific schedule of taxation. 

1\Ir. STAFFORD. And in the very question that was up for 
decision before the 'Visconsin Supreme Court the question was 
whether the income-tax law that applied to the salaries of cir
cuit judges and supreme court judges removed the question from 
the range of their passing upon it because they had a direct in
terest, and the supreme court said in that decision that they 
assumed the responsibility which they owed to the public to 
pass upon that question. And I want to call the attention of the 
member of the .Judiciary Committee [M~:. W .ALSII] to this 
decision. I grant that the phraseology of the income-tax pro
vision of Wisconsin is different from the amendment to the 
United States Constitution under Article XVI, but the decision 
cited by the distinguished gentleman from Virginia [1\Ir. l\IoN
TAGUE] in the case of Peck against Lowe, decided l\1ay 20 
last, does not stand on all fours in prollibiting this Congress 
from levying an income tax on the salaries of public officials, 
certainly not those of the National Go\ernment, because in that 
very decision the Supreme Court said that the sixteenth. amend· 
ment, although referred to in argument, has no real bearing 
and may be put out of Yiew, showing conclusi\ely that the 
Supreme Court did not intend to pass upon the question as to 
the relative construction of the proposal of taxing salaries of 
judges or public officials in construing the income-tax provi
sion of the sixteenth amendment with that provision of the 
original Constitution which forbade the changing of the salary 
of a justice of the courts of the United States or the salary of 
the President during his term of office. This question has not 
been put up to the Supreme Court for decision. 

Since war was declared we have heard much a · to the war 
powers of Congt·ess. We know that the Constitution has been 
stretched almost to the breaking point to justify some of tho 
legislation that has been passed by Congress, and we expect 
the Supreme Court to uphold, as the Supreme Court has upheld, 
legislation of that kind, because we are at war and beca}JSC it 
was construed as being part of the war powers of Congress. 

Now, in view of this decision, where the Supreme Court of 
Wisconsin passed upon . almost tllis identical question, can we 
not say that there is warrant for legislative action in believing 
this authority constitutional, and in submitting this question 
to the Supreme Court to determine whether we have authority 
under the sixteenth amendment to levy u tux on the incomes of 
Federal and State officials, as we are levying taxes indis
criminately upon all officials, 'vhether private or public? 

l\Ir. BORLA.l\TD. Mr. Chairman, the substitute of the gentle
man from Massachusetts [l\Ir. W .ALSH] ought to be defeated. 
In my judgment, the committee have taken the only wise course 
that could be taken, in view of the doubt which must exist as 
to the power of Congress upon this subject. 

The amendment of the gentleman from l\~assachusetts [l\Ir. 'V ALSH] proposes to strike out everything in parentheses, be
ginning in line 18 on page 8 and extend to the 'end of the paren
theses, on line 24, page 8. The words are : 

(Including in the case of the President of the United States, the 
ju<l"es of the Supreme and inferior courts of the Unlted States, and 
all "'other officers and employees, whether elected or appointed, of the 
United States, or of any State, .Alaska, llawail, or any political sub
division thereof, or the District of ColumlJia, the compensation received 
as such.) 

The amendment embraces three propositions, with three dif
ferent degrees of eonstitutional questions. In the first place, it 
embraces tl1e salary of the President of the United States and 
the salaries of the Federal judiciaries. The Federal Constitu
tion covers those cases lJy proYiding that the salary of the 
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President shall neither be increased nor diminished during his 
term of office. and that the salaries of the Federal judiciary 
shall not be diminished during -their term of office. 

Appa rently the first time that it was attempted to tax the 
sala ries of the United States judiciary was in the act of 1864. 
No decision was rendered upon that act; but that act, as I un
derst and, provided for no exception in favor of the Federal 
judiciary. 

Black on Income T axes, section 205, says : 
The income-tax laws enact ed by Con,noress during the period of the

Civil Wa r contain no such exception, but the justices of the Supreme· 
Court, through Chief Justice T aney, addressed a communication to the 
Secretary of the Treasury, declaring their conviction that their sal
aries were not legally subject to the tax. Thereupon the Attorney 
General, to whom the communication bad been referred, gave an elab
orate opinion, a dvising the Secretary of the Treasury that the income 
tax could not lawfully be assessed upon and collected from the salaries 
of those judicial officers of the United States who we-re in office at the
time of the enactment of the act imposing the tax. 

So that it was upon the opinion of the Attorney General, 
through the Secretary of the Treasury, that the actual omis
sion was made, and apparently no decision has been rendered 
by any court upon the subject, whether a tax upon the salm.:y 
of the Federal judiciary reduces or - diminshes that salary· 
within the meaning of the Federal Constitution. 

Now, I am inclined to agree with the interpretation of the 
gentleman from Kentucky [l\Ir. SHERLEY] that the object of 
this provision in the case of the President of the United States 
and of the Federal judiciary was to prevent Con,gress from 
either rewarding or punishing the President, or punishing tl1e 
Federal judiciary, by the enactment of special legislation 
directed against them to reduce their salaries during their con
tinuance in office. That was a very familiar practice of par
liament, and was undoubtedly in the minds of the framers of 
our Constitution at the time the Constitution was framed. So: 
far as we are able to ascertain it was not designed to. exempt 
these officials from the ordinary burdens that they would bear 
as citizens of the Republic. I am inclined to think that the 
Federal Supreme Court will hold eventually that any burden 
which is common to the citizens of the Republic in a like situa
tion must be borne by the Federal judiciary and by the Presi
dent of the United States, notwithstanding these protecting 
clauses of the Federal Constitution. The only thing that Con
gress is forbidden to do is to single out the President for reward 
or punishment during his continuance in office, or to single out 
the Federal judges for punishment during their continuance in 
office. 

Now, that presents so doubtful a question that in my mind it 
ought to defeat the amendment of the gentleman from Massa
chusetts. As to the question of power to tux the State, a 
stronger constitutional doubt exists. That is the amendment 
of the gentleman from Virginia [Mr. 1\IoNT.o:\.GTIE]. 1\Iy recollec
tion is-I have not the case before me-that the case of Mc
Culloch against Maryland, in which Chief Justice Marshall de
livered the celebrated opinion, was a case where the officials of 

· the city of Baltimore sought to levy a tax against the United 
States bank. It was held that notwithstanding the failure of 
the Constitution to expressly exempt the instrumentalities of 
the State from Federal taxation that neither the State nor the 
Federal Government could tax the instrumentalities of the 
other; that it was interwoven with t11e whole scheme of political 
control in this coUPtry that the two sovereigns were of equal 
power, each within its sphere, and neither one could invade the 
sphere of the other, and neither one could lay the hand of taxa
tion on the activities of the other. 

The CHAIRMAN. The time of the gentleman from 1\lissouri 
has expired. 

1\Ir. BORLAND. 1\Ir. Chairman, I ask for five minutes more. 
The CHAIRMAN. Is there objection to the request of the 

gentl~man from Missouri? 
There was no objection. 
1\Ir. BORLAND. That broad principle that neither under the 

guise of taxation nor· under the guise of regulation can either 
one of the sovereigns invatle the field of activity or instrumen
talities of the other, if that be confirmed again it will do all 
that the amendment of the gentleman from Virginia seeks. 

But the intervening fact now is that the sixteenth amendment 
provides .that incomes may be taxed by the F eueral Government 
from whafever source derived. Those wor<ls " from whatever 
source derived" introduce a legal element which was not 
present at t he time this long line of decisions was made, not 

. when the lUcCulloch against Maryland case was decided, nor 
in the cases tha t followed that leading case. · 

Therefore a new legal element has come into existence which 
eught to be affinnati ·ely and authoritatively deciueu by the 
court. · 

As to the thil·d proposition embraced in the gentleman's 
amendment, to exempt officials of the territory of the United 
States, he has absolutely no justification. His amen-dment on 
two grounds at least is unsound. On the whole proposition the 
committee has chosen in this hour of the Nation's need the only 
wise and proper course, and that is to tax all that we reason~ 
ably have the right to tax, and if there be exemptions in the 
Constitution of the United States let an authoritative decision 
be rendered on those exemptions. 

1\ r. WALSH. Will the ·gentleman yield? 
1\Ir. BORLAND. I will: 
1\Ir. WALSH In referen~e to the gentleman's concludin~ 

statement· there is nothing left to tax that is exempt~ by the 
Constitution. I want to ask the gentleman a question. As I 
understand, the Supreme Court in 1862 or 1863 directed atten· 
tion to the fact that the revenue law at that time could not tax 
thei.J.· salaries, and it was subsequent to tlui.t in a communica
tion the Attorney General advised the Treasury Department 
that they were not subject to taxation. 

1\Ir. BORLAND. The gentleman is correct. 
1\Ir ~ WALSH. Can the gentleman imagine how the Supreme 

Court w~uld have decided that question if it had been presented 
to it squarely? 

1\Ir. BORLAND~ I can. The membership of that court, I b~ 
lieve, would have decided that they were· not subject to ta:x:a-
~n. -

1.\Ir. WALSH. Does the gentleman contend that if we de· 
crease the salary of the President and do not dO' it to punish 
him that we can do it leg;:tlly? 

1.\Ir. BORLAND. I am inclined to think that any law Con
gress passes whi~h places an income tax or any other form of 
tax applying universally ta all citizens of the United States is 
constitutional-, ann that in order to· come within the constitu
tional inhibition it must be a law applying to the P:resident of 
the United States, singling· him out. 

Mr. WALSH. And this does. 
1\fr. BORLAND. No; it applies to incomes, and it says in

cluding the income of these officials. It applies to all the cit
izens of the United States. 

1\fr. WALSH. Butr he is the only President. 
Mr. BORLAND. It applies to every citizen of the United 

States; it is neithel: a reward nor a punishment. Suppose we 
should pass a law saying that the· President of the United 
States shall pay an: in-come tax of $24, 70(}_ Then, after he was 
out of office and a new President came in, w·e passed another 
law repealing that tax. Have we increased the emolument of 
the President of the United States by tile sum of $24,700? No; 
it is neither an increase nor a diminution in the terms of the 

' Constitution. 
l\1r. DENISON. Will the gentleman yietd? 
1\fr. BORLAND. Yes. 
l\1r. DENISON. The gentleman does not consider an income 

tax in so far as it allows the general taxing of incomes affects 
the prior provision of the Constitution about redueing salaries. 

l\1r. BORLAND. I do not ; I think the prior opinion was not 
well considered. 

l\Ir. DENISON. I am not talking about the prio~ opinion, 
but the prior provision of the Consti tution. 

l\Ir. BORLAND. Tlie opinion of Chief Justice Tawney was 
not a judicial opinion, and it might have been otherwise if it 
was. I think, however, there is grave doubt .about the power to 
tax the instrumentalities of a State. 

1\fr. CANNON. 1\lr. Chairman, I will agree with the gentle· 
man from Virginia [1\lr. l\1o'N'.i'AG1JE] in what he said and all 
that he said touching the constitutional power to enact this legis· 
lation in this provision of the bill. I agree substantia lly and 
heartily with what tlw gentleman from Pennsylvania [1\Ir. 
GRAH AM] said. In the short time I have to speak about this 
amendment and the provisions of the bill, I shall talk. perhaps, 
more about the policy than 1 shall about the power. · 

I believe that we are without power under the Constitution 
to decrease or increase the saJary of the President of the United 
States during his term ; and while it may be that he would sign 
the bill with that in it, and while it might be possible that he 
would donate f.rom his salary an amount equal to the tax. if we 
did not subject him to tl'l.e tax.:_and no doubt be <loes have many 
donations to make-yet whRt is the sense of reducing the Sl:! iary 
of the Commander in Chief of the Army llnd Navy when be is 
taxed now more sever.ely than any other President ever was 
taxed except in. time .of war. It is just peanut politics, in my 
judgment, and flying: in the face · of the express provision in 
the Constitution that the salary of the Pre. ident and the Federal 
j~ges shall _not be decreased during their term of office. If 
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you can tax to take _one dollar you can tax to take every cent. 
If you can decrease the PresWent's salary in substance by ap
plying the so-called. income-tax provision, then you can take it 
all. Gentlemen will recall that at the time of the whisky re
bellion, when ·washington had to interwne and put it down ~mu. 
enforce the law, there were propositions made to impeach the 
President and the judges deciding the case, and to take their 
salary, and all that kind of thing. That is a coordinate branch 
of the Government and this is a coordinate branch of the Go'
ernment, and one or the other or the two together coordinate 
branches have not the power, in my judgment, or the right, and 
if they had it would not be decent, from my standpoint, to exer
cise it to destroy the other coordinate branch of the Gm·ern
ment, the courts. So much for that. 

It is said that nobody is as cowardly as one Member of Con
gress except two Members of Congress. To a certain degree 
that is true, and I include myself, so that I am not criticizing 
any Representative on the floor of this House without taking 
my due share of criticism. We are very touchy from the popu
lar standpoint. Gentlemen will r ecall, when we were considering 
the draft bill a short time ago, that i,n Committee. of the Whole 
we adopted an amendment to subject :Members of Congress to 
the draft. It went through. We adjourned and got our heads 
a little clear overnight, and we concluded that perhaps we 
could survive the attacks that the demagogues might make on 
us, as tlw election was approaching, upon the ground that we 
had protected ourselves from the draft; and when we came to 
consider that Yote in the House we did not agree with the 
Committee of the Whole House, though I believe there was no 
yea-and-nay vote. · 

However, we turned down the proposition that went through 
in Committee of the Whole House. Finally we are relieYed 
from the attacks of demagogues by the Provost Marshal Gen
eral issuing an order, or a letter, for the information of all the 
world, that the only way a Member of Congress can subject him
self to the draft is by resigning. I expect he is right, because 
if all of us were to resign the re ult would be that a coordinate 
b1·anch of the GQvernment would be destroyed, at least tem
porarily. One gentleman from Pennsylvania suggests that we 
tax ourselves on the $7,500 that we receive. Perhaps there is 
nothing in the Constitution to keep us from raising or lowering 
our salaries during our term of office. There is nothing there 
that would keep us from raising or lowering the salaries. Pos
sibly, so far as compensation is concerned, we might reduce our 
own salaries or increase them, and I suppose we could tax them. 
I am not objecting to the tax, so far as that is concerned ; but 
that is no argument why, in the face of the Constitution, as 
made by one or more l\Iembers on this floor, we should rush in 
and tax the salary of some one else. 

Because we tax our own salaries is no reason why we should 
Yiolate the Constitution in reducing the salary of the President 
and the judges, something expressly forbidden. 

Gentlemen say that they are anxious to get this question de
cided. This bill is to raise $8,000,000,000, and if we pass this 
provision we are told about $4,000,000, or a little more will 
be brought into the Trea uty, and we are awfully anxious to 
put it up to the judges to pass upon the question, so that we can 
settle it! There is time enough to settle it, if you want to, by 
additional amendments to the Constitution, provided they can 
be ratified ; and"' we can do that in the piping times of peace 
without raising this question, not, in my judgment, to get real 
relief for the Treasury, but to place- coordinate branches of the 
Goyernment in embarrassing positions, so that we might go to 
the country and say, Oh, we did this and that and the other. 

The CHAIRMAN. The time of the gentleman from Illinois 
has eA'Uired. 

l\lr. -CANNON. 1\11·. Chairman, I ask unanimous consent to 
proceed for two minutes more. 

The CHAIRMAN. Is there objection? 
There was no objection. 
1\:Ir. CANNON. Nobody can talk about tllis subject in 5 or 

10 minutes, and I am not the most competent man to talk about 
it anyway. I do not know that I could advise others how to 
vote. I have frequently found difficulty iii counseling myself 
on how I ought to vote and wh~t I ought to do, and certainly I 
should take more time than I shall take about this matter if I 
were counseling others. I shall vote for the amendment offered 
by the gentleman from Massachusetts [Mr. WALSH] by way of 
sub~titute. If that is adopted, I shall then vote for the amend
ment. If it is voted down, I shall vote for the amendment of 
the gentleman from Virginia [Mr. MONTAGUE]. 

You take my house when you do take 
· The prop that doth sustain my house. 

Tlmt was true when Shakespeare put that sentence into the 
month of. Portia in tlte trial of Sllylock, and it Is true no"!· 

Good morals, good law, demand that "·e do not do this thing. 
'Ve should not in this time of war and great troullle, fot· a 
negligible amount of money, put it up to a coordinate branch 
to decide whether they should Submit to this-whether their et 
salaries should be taxed. ln the time of Chief Justice Tane:r. a 
Democratic judge, when the proposition was to tnx the sala.ries 
of the l!""ecleral judges, when he was opposed practically to coerc
ing a soyereign State when the great war was upon u ·, unu all 
he had to do was to write a letter to t11e Attorney General saying 
that be was satisfied that Congress had no power to levy that tax, 
and the Congre s then, in the stress of that grent cont st for the 
preservation of the Union, did not wait for the formal decision, 
but omitted the legislation. . 

1\lr. KITCHIN. 1\Ir. Chairman, I ask unanimon consent that 
all debate upon this amendment and all amendments thereto 
close in 20 minutes. 

The CHAIRMAN'. I there objection? 
There was no objection. 
l\fr. WOOD of Indiana. 1\Ir. Chairman anu gentlemen, the 

gentleman from illinois [Mr. CANl'\O~] who has just addre ·ed 
us referred to the whisky rebellion. That rebellion was waged 
in the State of Pennsylvania and was cau eel by reason of a tax 
placed on whisky by the first revenue bill passed by Congre s. 
It was waged because the people at that time bone tly believed 
that a tax on whi ky was uncon titutional. Tiley belieYed that 
whisky W?-S a necessity of life, and a prime nece ity. 'l'hey 
were honest and earnest in their objection. It i a long way 
from the opinion existing at that time to the opinion exi ting 
now with reference to the right to tax whisky. So, too, may it 
be said that many things which "·ere believed honestly by men 
to be unconstitutional at the time of Chief Ju tice Taney are 
no longer belieYed to be uncon •titutional but that they are now 
quite constitutional. I wish to answer the suggestion made by 
the gentleman from Virginia [1\lr. 1\loNTAGt;E] with reference to 
the assumption of measures passed by the Congress being con
stitutional. It does not follow becau.·e there may be- orne que -
tion concerning the con titutionality of a measure that we 
should refuse to pa. s it, for if such a rule obtained very few 
measures of importance would e"Ver pa · either body of this 
Congres . . 

1\Ir. MONTAGUE. 'Vill the gentleman yiehl for a question? 
l\Ir. WOOD of Indiana. Yes. 
1\Ir. l\IONTAGUE. Is it not the as umption also that every 

gentleman who yotes for that law -believes that it i constitu
tional? 

Mr. WOOD of Indiana. Absolutely; but he does not have to 
believe it to the nicety of a certainty. If that were so, we 
would not ha\e progres ed one inch from the attitude occupied 
140 years ago at the beginning of this Government of the United 
States; and where would this Government of our· have been 
now? We would not !lave had the northwest territory, would 
not have had California and all of that . ection. 'Ve would not 
have had Alaska. The acquirement of these were all uncon
stitutional in the minds of many statesmen wllen their acquire
ment was being discussed in this body. So llint I say tllat in 
these progressive times that when there may be a doubt with 
regard to the constitutionality of a que tion, unless that doubt 
is so strong in our mind we would not feel free to act upon it 
in a matter of our dearest concern, we should act. ' 

I agree we should be 'ery careful in passing on que tion: of 
this character, but I do not believe that every time there is a 
doubt expressed whether or not a measure is constitutional that 
we should hesitate to act unle s that doubt re ol\es itself into 
such strong conviction that we are conYinced to a certainty of 
the unconstitutionality of the measure proposed. Now, I have 
no doubt in my mind with regard to the constitutionality of thi · 
provision, and I do not believe that it is extending the power of 
taxation. If it is not extending the power of taxation, then the 
argument of the gentleman from Virginia falls. I do not believe 
that any one here will seriously contend that this tax leYied 
upon the salary of the President of the United State· and the 
salaries of the justices of the United State is a. diminution of 
their salaries. If that were to be so it would be incumbent upon 
the Congress of the United States to provide some sort of schenio 
whereby the purchasing power of a dollar would remain the same 
throughout their terms of office. No one will say that the salary; 
of the President of the United States to-day is as great in pur
chasing power as it was before this war commenced. No one 
will contend for a. minute that the purchasing value of the 
salaries of the justices -of the United States is as great to-day 
by half as as it was at the time of the commencement of this 
war. If the Constitution had intended that the salary of the 
President of the United States should not be taxed lt would have 
said so. [Applause.] If the Constitution ha.d intended that tlie 
salaries of the judges of the Supreme Court of the United 



' 1g18. CO~CiRESSIOX \ 

States ·slioultl not be taxeu it would have said so. Taxation is 
simply a bur<len of citizenship that should fall upon all alike. 
Is the President of the United States because he is President 
relie,~ed of the burdens of citizenship, or nre the judges of the 
United States courts, because they are selected as judges, re
lieved of the burdens of citizenship? I do not believe that any. 
body will seriously contend that there can be a question as to 
the legality of this tax for the reason that it reduces the salary 
of tllis class to which it is made to apply. [Applause.] 

The CHAIRMAN. The time of the gentleman llas expired. 
nil'. STEVENSON. l\1r. Chairman, I am in entire accord with 

the po ·ition of the gentleman from Virginia as to tlle question 
of the taxation of the salaries of State officers. The salaries 
of State officers are fixed by jurisdiction entirely beyond our 
control. If we ta.x their salaries to such an extent as to impair 
tl:.eir efficiency, why we have no power to make that up. Now, 
when it comes to taxing the salarie · of United States officers 
and United States judges, if Congre · by taxation finds it has 
impaii·ed the efficiency of its own agencies it can repair that, 
but when it comes to dealing with the salaries of State officials 
it can not do so, and I will give an instance of it. In the 
Supreme Court of South Carolina justices are elected once 
ever~· two years for 10 years. .Say a justice has been just 
elected, and the provision of the constitution i that his salary 
can not be increased during his term. 'Ye pass a salary-increase 
law next winter, and he gets $3,000--we pass a law to increa ·e his 
salary next winter, and it could not begin to affect llim until 
l1e has served nine more years and then is reelected, and so 
yon ·ee you begi.n to get into a realm. beyond our control. 

You will do a great injustice to the State in doing so, but 
that does not apply, of course, to the tax of Federal official . 
I am inclined to think-I am u little doubtful of the propriety 
of it-I am in favor of the provision for taxing the incomes of 
Federal officials, including incomes from salaries. Now, the 
decision cited by the gentleman from Virginia, wllile good, is 
not exactly in point on thi question, but it is backed up by 
cases which he has cited. It is an obiter dictum so far as 
that is concerned, because they say that the sixteenth amend
meut to-day referred to in argument has no real bearing, but 
it refers to the case of Brushaber, Two hundred and fortieth 
United States, 1, and that case, it seems to me, together with 
the case cited by the gentleman from Virginia, shows that on 
tlli-· question there has been no receding from the position that 
wa · taken by the court years ago up to this time in the mat
ter of the taxing of State instrumentalities. It can scarcely be 
contt·oyerted that the sixteenth amendment has not undertaken 
to deal with that at all. The question there is dealt with 
on the proposition that llie right to tax everything already ex
isted and, therefore, that the sixteenth amendment had nothing 
to do with it. The following is the language: 

Tbc Ynrious propositions :ue so intermingled as to cause it to be 
difficult to cln ·ify them. We are of opinion, howenr, that the con· 
fusion is not inherent, but rather arises from the conclusion that the 
, ixteenth amendment pro'\"ides for a hitherto unknown power of taxa
tion : tbat is, a power to levy an income tax which although direct 
~to~~~c~o~~:c:ut';ili~~- to the r egulation of apportionment applicable to 

Aull then they go on and say that the sixteenth amendment 
ha · added nothing to the power to lay and collect income taxes. 
If it llas not, tllen the decision which was made long before 
thi · amendment was adopted settles the fact that you can not 
tax State instrumentalities and you can not, therefore, invade 
the domain of State legislation. And it seems, therefore, con
clusive that it has been decided that the sixteenth amendineLl 
in nowise abrogates the fact that yon can not tax the salaries 
of ·tate official or the bonds of a State or State subdii'isions 
or interest ari ·ing from them as part of the income. That 
having been thoroughly decided, it seems there is no answer 
to the position of the gentleman from Virginia that the words 
"or of any State" should be stricken out. 

Mr. STERLING of Illinois. 1\Ir. Chairman, I just desire to 
say one word with reference to the amendment of the gentleman 
from Massachusetts [1\.I.r. \V ALSH]. 

I do not think this legislation is unconstitutional with refer
ence to taxing the &'llary of the President and the salaries of 
the judges on the ground that it is a diminution of their 
salaries during theit· term of office. It was certainly the inten
tion, and I think it has always been so understood and coil
strl.led to mean, tlJat Congress could not by direct legislation 
increase or re<luce the salarie of llie Federal official during 
.their term. 

. Xow, the ethical question rai:01ed by tlle gentleman from Penn
sylnmia [Mr. GRAILUI] does not appeal to me. To say ·that 
we ought not to pa s tlli:-; le;;islntion because it would put the 
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Pre ·iuent anu the judges of the Supreme Court in an embar· 
rassing position is certainly not an argument against this legis· 
lation. Why, if we are going to decline to pass · legislation 
simply because it affects the President or the presidential office, 
or th~ judges of the Supreme Court, on the ground that they 
mu t act upon it by way of veto or by way of passing on the 
constitutionality of the legislation, then we abandon our con
stitutional right nnd we shirk our constitutional duties to pass 
any legislation affecting those officers or the offices which they 
occupy. So " ·e can not say that because it will embarrass them 
to pas·· upon the questions which we think ought to be incor
porated into the Jaw we ougllt no t to incorporate them. 

No,-.;-, I confess I do not know wllat tlle Supreme Court will 
say about the amendment of the gentleman from Virginia 
[l\lr. 1\foxT.AGL"E]. I do not know whether we have the consti
tutional power to levy an income tax on the salaries of State 
officials or not, and I do not think anybody will know until the 
Supreme Com·t has passed upon it. I am of the opinion that we 
have the power to do what this bill proposes, but I have doubts 
whether the court will so hold. There are a great many legal 
propositions that are unsettled, and we can get the opinions 
of good lawyers on one side and the opinions of good lawyers 
on the other side; but those questions are determined only 
when tlle Supreme Com·t pas e upon them. Let us remember 
that since the question l\a deci<led by the Supreme Court, since 
it was held that Congres!=l had not the constitutional power to 
le.vy a tax- on State bonds and the salaries of State officials 
there have been two changes, uoth radical and important. The 
Constitution has been changed, providing for an income tax 
from any and every source whatever. Now, that is one change 
that lla · been made. 

l\Ir. LONGWORTH. Can the gentleman inform me when was 
the late t decision? , 

l\Ir. STERLUTG of Illinois. I do not know. But there has 
been no decision since the Constitution was amended. 

The other change is. the change in the Supreme Court itself. 
I doubt if there is a single man on the bench of the Supreme 
Court to-day that was there \vhen the deci.J ion was rendered, 
although I can not give you just the date when it was rendered. 

l\Ir. LOXGWORTH. I think it was around about the year 
1870. 

Mr. STERLL~G of Illinois. I know it vms a long time ago. 
I have not looked at the latest decision, but I know what the gen
eral tt·e.nd of decisions ha been on that subject. If the gentle
man f1·om Ohio is right, and I think he is, the Supreme Court 
has been entirely changed since the courts so held in 1870. · 
Whatever the Supreme Court decides binds everybody except 
the court itself. It can change its construction of the Consti
tution at any time. Tlle law made by the Supreme Court binds 
everybody uut the Supreme Court. The court is not bound to
day by the <lecision of 25 years ago. This is a mooted question. 
and it is highly important as a matter of public policy that it 
be <lecided. and determined <le:finitely. The only way we can 
get it determined definitely is to pass it to the courts. It is a 
que tion of public policy whether a private citizen should be 
taxed nml the public official go tax free, and it is a serious 
que tion. It ought to be decided by the Supreme Court, and it 
is within our ·power now to put it in shape for submission or to 
preYent its submission. . 

Now, gentlemen, my colleague from Illinois [Mr. CANNON] 
said something about the policy and tlle purpose of this legisla
tion. The Supreme Court of the United States is influenced on 
questions of this kind by tlle law of public policy, and it ought 
to be ·o influenced. 'Vhere a constitution is susceptible of 
two construction , it will inquire what sound .public policy dic
tates in the premises. That. which was good public policy 30 
or 40 years ago might not be good public policy now. We have 
changed and we have progressed, and our institutions have 
changed from year to year, and the laws and regulations that 
were suited to them half a century ago might not be suited to 
them no"·· The Supreme Court, as it ought to clo, bas always 
taken coguizance of the changes in society and the changes in 
our institutions. I doubt very much whether they would say 

. to-day that it was good policy to tax a private citizen of the 
United States and leave go untaxed the man that is drawing a 
larger ·alary or getting a larger income from the Public Treas· 
ury. [Applause.] 

1\.Ir. 'V ALSH. 1\Ir. Chairman, I ask unanimous consent .to 
modify my amendment by offering the following: . 

The CHAIR1U.N. The gentleman from Mas~achusetts asks 
unanimous con ·ent to modify the_ substitute he bas offered. Is 
lliere oujection to tile reque;::t of the gentleman from Massachu
setts? 

There wa. · no objection .. 

. r , . 
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The CHAffil\IAN. The Clerk will read tlu~ modification of 
the original sub titute. 

The Clerk read us follows: 
Amendment offered by Mr. WALSH: Page 8, line 18, after the woru 

" service" and befor e the word "includ1ng," insert the word "not"; 
nnd, in line 21, strike out the word " other " ; and, in line 22, strike 
out the. words "of the U.eited States or"; and also, in the same line, 
the words "Alaska, Hawaii"; and, in lin e 23, strike out the word 
" or the District of Columbia," so that it will read ·• not including in 
the case of the President of the United States, the judges of the Su
preme and inferior courts of the United States, und all other officers 
and employee . . whether elected or appointed, of any State or political 
subdtvision thereof, the compensation recelved as such." 

, Mr. CRISP. Mr. Chairman, a parliflmentary inquiry. 
· The CILURl\-IAN. The gentleman will state it. 

l\lr. KITCHIN. The gentleman has 20 minute , as I under
stand. 

l\Ir. CRISP. I will propound my inquiry later. 
l\lr. lilTOITIN. I think we ha>e 20 minutes after the 3 min

ute. 
I wish to say, 1\fr. Chairman, that while there is considerable 

doubt as to the constitutionality of taxing State officials' and of 
taxing Feuernl judges' or the President's salaries, we find the 
'fact before us that there is considerable doubt on the question ; 
~ve find able lawyer on either side taking opposite views, some 
saying it i constitutional and some aying it is unconstitutional, 
and giving their reasons for their view. The reason I vote for 
'this- pro\i ion is that since there is such considerable doubt, 
especially since the adoption of the sixteenth amendment to the 
Constitution, whch uses the words "Congress shall have power 
to levy and collect taxes on incomes from whatever source 
deri\ed without apportionment," I believe it would be well to 
ha'\;e the matter tested and decided. Some take the position 
that if Congress simply wanted to get rid of the apportionment 
in submitting this amendment, and the States, in ratifying it, 
l1ad simply wanted to tax the income which the Congress had 
the power to tax with apportionment, and tax it now without 
apportionment, it would not have been nece~,ary for Congress 
to have used the words "from whatever source derived"; but 
it would have used this language, that "Congress shall have the 
.POwer to levy aml collect taxes on incomes 'vithout apportion
ment.'~ If the people who ratified the amendment desired to have 
the _ construction placed upon it which the gentlema.n from 
Virginia [1\fr. 1\IoNT.A.GUE] and the gentleman from Pennsylvania 
[Mr. Gn..AHAM] and others have given to it, Congres would have 
·used those words and would not haYe inserted the additional 
words " from whatever source derived." · 

I believe the gentleman from Pennsylvania has somewlult 
changed hi opinion since May 6, 1913, because at that time he 
offered an amendment striking out from the income-tax section 
the salary exemption of the President and the judges and the 
State offi •ials, when he said that that question ought to be tested, 
. and he wanted these very provisions to go into the law so that 
the Supreme Court could have an opportunity to test them and 
settle the question forever. 

Now, I. lake that position. I ha\e considerable doubt about 
it, and I am reluct.o'1nt to vote for it; but I stand with the gen
tleman from Pennsylvania [Mr. GRAHAM], a great and learned 
lawyer. He said on May 6, 1913: 

Mr. Chairman, it was my impression that there was no adjuclication 
of thls question, and it seems to me tha t it is clear that the Congress 
of the United States has power to impose an ineoDU' tax and affect even 
these gentlemen. I would like to see the question raised and tested, 
because thls classification is not an agreeable one. 

The gentlemen he refer to are the President of the United 
Sta-tes, the Supreme Court justices, and the State officials. 
.'.rhen he added : 

I therefo-re present the· foilowing amendment to this section. 
• That amendment reads as follows: 

P.age 137, line 1, after the word " taxation," strike out the words 
'' also the compensation of the present President ot the United States 
durin,. the t erm for which he has been ele<'ted and of the judges of the 
~upreme Court and inferior courts of the United States now in office, 
ancl the compensation of all officers and employees of a: State or any 
political subdivision thereof." 

This committee has taken the gentleman's suggestion. the sug
gc tion made by the di tinguished gentleman anu lawyer from 
Penn yl\ania [applause], and I am >oting for this upon the 
·same principle -upon which the gentleman· offered that amend
ment; now, since the constitutional amendment declares that 
'Congress shall ha>e the power to levy and ·collect taxes on. the 
income to be derhrecl from any· source whatever ; we can. not 
-settle it; we have not the power to settle it. No power in the 
world can ettle it except the Supreme Court of the United 
States. Let us rai e it, as we l:ave done, and let it be tested, 
and it can onl~· be done by some one protesting his tax and tak
ing an appeal to the Supreme Court. 

. 
l\lr. GRAHAl\f of Pennsylvania. 1\fr. Chairman, will the gen .. .' 

tleman yield for a suggestion? , 
1\Ir. KITOHil~. Yes. I 
l\Ir. GRAHAM of Penn ylvania. -I said to-clay in diScu ing 

this question, that so far as the salary of the President and the 
~ulary o~ th~ jud~es were concerned, I could not argue aguinst 
Its const1tut10nahty because I did not hold thrtt belief. I am 
c?nsistent. To-day I did say, however, that they ought not 
e1th~r of them, be .put in the po ition of being practically dis: 
qual~ed f.ro:n pas mg upo? this bill. The President has to pass 
upon 1t by his veto. The JUdges ha>e to pa upon it with rela ... 
tion to tl1eir own salaries. Now, the great Committee on lVays 
and Means, it seems, has taken the liberty of changing its mind 
Surely I, an humble Member, may be permitted to qualify my, 
remarks of that date to the extent that I think it is ethically; 
l.msound. [Applause.] J 

1\Ir. KITCHIN. But the gentleman ought not to impeach tho 
committee for following him. [Laughter.] 

l\Ir. GRAH.A..c"\1 of Pennsylvania. I do not. They do not fol• 
low me. [Laughter.] 

Mr. KITCHIN. Not now. 
l\lr. GRAHAM of Pennsylvania. I wish I were the Pied Piper 

of Hamelin. If I were, I would pipe and take the committee 
with me. [Laughter.] 

Mr. KITCHIN. At that time the committee was wrong and 
the gentleman was right. We are right now and he is wron~. 

Mr. GRAHAl\! of Pennsylvania. No; I am still right but 
the committee have changed their minds. ' , 

l\Ir. KITCHIN. I think really that every mnn who ha a 
doubt about this can very well vote for it and take the advice 
Gf the gentleman from Pennsylvania, which was ound then 
and is sound now,. that this- question ought to be rni eel by Oori· 
gress,. the only power that can raise it, in order that it may be 
tested in the Supreme Court~ the only power that can decide it 

The CHAIRMAN~ The time of the gentleman has expired. '1 
l\Ir. CRISP. Is not tl1e amendment divisible, containina- two 

substantive propositions, one exempting from the purview ;;f the 
law State officials and the other part exempting Feueral officials? 

The CHAIRMAN. The Chair understands as a matter of 
precedent that this amendment in the nature of a substitute is 
not divisible. 

Mr. CRISP. Does it not contain two substantive propo itions? 
The CHAIRMAN. Apparently it does. 1 

Mr. GARRETT of Tennessee. Will the gentleman yield to me 
to make a parliamentary inquiry? I want to inquire if the 
gentleman from Massachu etts [Mr. WALSH] obtained the unani
mous consent that I understood him to request; that is to wi th
draw his original proposftion and offer this other as 'a sub tf .. 
tute? 

The CHAffiMAN. The Chair will state to the gentleman that 
that has been done . 

Mr. CRISP. I have not the precedent at hand but I recal! 
distinctly that tl1e Speaker held that an amendm~nt even con
taining five or six distinct substanti\e propo itions was divi ·ible, 1 

and that a vote could be had upon each suf;>stantive propo ~ltion.· 
Without detaining the House or burdening the Ohair, it eems 
to me that certainly this amendment contains two distinct propo
sitions-one whether State officials shall be subject to this income' 
tax and the other whetl1er Federal officials shall be subject to it. 
I rose to ask that the amendment be divided, and that the vote 
be taken separately upon each one of those substantive propo.' 
sitions. t 

The CHAIRMAN. Does the gentleman from l\Ia achusetts 
desire to be heard? 

Mr. WALSH. Mr. Chairman, I simply wanted ta ask the 
attention of the Chair to Rule XVI, clause 6: 

On the demand of any Member, before the question is pnt the ques
tion shall be clivided if it includes propositions so distinct tn' sub tance 
that one being taken away a substantive proposition shall remain. 1 

Mr. CRISP. After conference I withdraw my request. l 
The CHAIRMAN. The Chair will state that he is familiar 

with the rule to which tl1e gentleman from Massachusetts refers~ 
and further that there would appear to be two substantive propo~ 
sitions and possibly more, in his substitute; but the precedents 
of the House a:re that a substitute in the nature of an amendment 
to an amendment, is not divisible. The Ohair will not under
take to argue the reasons underlying these precedents, but will 
simply refer to the ruling found in section G127, Volume V of 
Hinds' Precedents to the following effect: 

Substitute resolutions. offered as an amendment are not clivisible. 
This would seem to be decisive of the request for a divi ion of 

the substitute . . The question is on the sub trtute in the nature 
of an amendment offered by the gentleman from Mnssachu· 
setts [l\fr. 'V ALSH] . 
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The question was taken; and on a division (demanded by Mr. 

W ALBH) there were-ayes 17, noes 77. 
Accordingly, the amendment in the nature of a substitute was 

rejected. 
The CHAIRMAN. The question is on the amendment offered 

by the gentleman from Virginia [Mr. MoNTAGUE]. 
The question being taken, on a division (demanded by Mr. 

1\loNTAGUE) there were-ayes 32, noes 72. 
Accordingly, the amendment was rejected. 
The Clerk read as follows : 
(b) Does not include the following items, which shall be exempt from 

taxation under this title. 
(l) The proceeds of life insurance policies paid upon the death of the 

Insured to individual beneficiaries or to the estate of the insured. 

. Mr. MOORES of Indiana. I offer the following amendment. 
· The CHAIRMAN. The gentleman from Indiana offers an 
amendment, which· the Clerk v.ill report. 

The Clerk read as follows : 
Mr. MooRES of Indiana offers the following amendment : Page 9, line 

15, after the word .. to," strike out the word "individual." 

Mr. l\IOORES of Indiana. Mr. Chairman, the reason I ofl'er 
this amendment is that the act as drafted and amended provides 
for the taxation of life insurance carried in favor of corpora
tions. You will pardon _me if I explain the nature of that insur
ance. The larger corporations, the great corporations, do not 
carry this kind of life insurance. Ninety-nine out of 100 cor
porations in this country are small corporations, commonly 
called family corporations, where, for instance, one man ·who 
knows the business of manufacturing or of mining or of trad
ing in. which the corporation is engaged, with possibly inade
quate capital, gets another man who will finance it, usually a 
relative of the man promoting the corporation, for the conduct 
of the busines~. The mercantile agencies, Dun's and Bradstreet, 
the Federal reserve banks, and all other institutions of that 
kind require reports from partnerships, individuals, and all cor
porations llS to insurance carried. Insurance is carried and al
most compelled to be carried for this reason. If the ·wealthy 
man, the angel who finances the concern, dies it could not be 
financed, because he could not get credit from the bank. If the 
man who conducts the business should die the wealthy man who 
has furnished the capital must find some other man to run the 
business. This insurance is only carried by small corporations, 
family corporations, such as I have described. Th~y are co
erced into carrying it. The insurance is carried on the lives of 
the men who keep up the business. 

I can give you an illustration: There was a man in Indian
apolis carrying on a small business. which he incorporated; mak
ing himself owner of nearly all the shares and his wife and his 
son directors. The wife knew nothing about the business ; the 
boy was learning something about it. The father carried $35,000 
insurance in favor of the corporation, and died April 26. The 
$35,000 which he had written he was carrying as insurance for 
his family, and one-half of that was taken by the Government. 
If this bill passes unamended the same thing will happen again 
and again. 

I know of another case where a bank demanded that a man 
put up ~ollateral because he was not carrying insurance of this 
sort in favor of a small corporation that he was running, and he 
said, "I shall carry insurance in favor of the United States 
Government when the Government pays the premium on that in
surance," which was a fair way of putting it. 

Now, the big corporations do not do it, but the banks make 
the small corporations do it, and the Federal Reserve Hoard re
quires that they do it. 

The CHAIRMAN. The time of the gentleman has expired. 
1\Ir. MOORES of Indiana. I ask for two minutes more. 
The CHAIRMAN. Is there objection? 
There was no objection. 
Mr. STERLING of lllinois. Will the gentleman yield for a 

question? 
1\Ir. MOORES of Indiana. I will. 

· 1\fr. STERLING of Illinois. I am not sure that I know what 
the gentleman is driving at, but does he think that the rnoney 
t•eceived by an individual ought to be a taxed income? 

1\lr. MOORES of Indiana. Oh, no ; what I ·want to do is to 
include the little corporations. They are the only corporations 
ln the world that carry this kind of insurance. 

1\.lr. STEVENSON. That insurance is taken out for the 
benefit of the corporation, is it not, issued to the estate of the 
l~'.!.'Sured and then assigned to the corporation? 

1\Ir. MOORES of Indiana. Not by any means; it is always 
~:nall and it is for the small corporations. I want to conclude by 
r;aying that I think this provision will produce very little reve
nue if my amendment is not adopted. It will cause great hard
ship to families and am{lng tb.e smaller class of business con-

cerns who have to pay these taxes. Further, it will be a great 
burden on the small business. It will result in destroying little 
corporation business, which is really the foundation of the great 
business that is to come hereafter. I think it is unfair, unjust, 
and unrighteous, and the amendn:;-ent ought to be adopted. 

1\Ir. HULL of Tennessee. l\Ir. Chairman, I wish to say a word 
with respect to this amendment. The income-tax law now giYes 
very considerable latitude to different phases of the insurance 
business. There are constantly occurring in the course of the 
administration of the law loopholes in which individuals through 
corporations escape taxation. We found n number of large 
corporations, at the instance of big stockholders, ha.d dropped 
into the habit of taking out policies for such individuals and 
paying the premiums in a way which would enable the indi· 
vidual to escape his proper income-tax liability and probablY. 
later on to escape his estate-tax liability. 

This evil cropped out last year, and the Senate added an 
amendment, which is to be found on page 17, section 215, para4 

graph (d), which prohibits corporations that take out tllese 
policies from deducting the amounts which they pay as premiums 
upon them. That is in line with this provision, which is . in
tended to stop the loophole that was being gradually opened· 
wider and wider and through which individual stockholders 
receiving large incomes had their corporations handle their 
insurance and so escape the tax. I can appreciate certain cases 
of smaller concerns to which the gentleman from Indiana [1\Ir.
MooRES] referred; but in order to take care of them-and it 
only relates to little corporations-the individual beneficiary; 
whether a member of the family or not, is amply taken care of, 
both in the income-tax law and in the estate-tax la.w, to the ex· 
tent of $40,000 exemption in the estate-tax law. · 

Mr. DENISON. Mr. Chairman, I think that the amendment 
offered by the gentleman from Indiana [Mr. l\IooREs] ought to be 
adopted. I .happen to know of certain business concerns whose 
success depends largely upon the ability of the men who are 
managing the business, and the ability of those concerns to get 
credit at the banks has been dependent upon their managers. 
In order to give the concerns credit at the 'banks those corpora· 
tions have been carrying insurance upon their presidents or 
managers, so that the companies might be protected in case of 
their death. I know there are a great many small concerns that 
are to-day getting credits at banks because the managers or 
presidents of those concerns carry such insurance. This affects 
mostly small concerns, and it is that class of concerns whose 
success depends upon the individuals managing them. I think 
in cases of that ~ind, where insurance is collected, it ought not 
to be paid in large part to the Go\7ernment. 

Mr. HULL of Tennessee. Mr. Chairman, will the gentleman: 
yield? 

1\Ir. DENISON. Yes. 
1\Ir. HULL of Tennessee. The gentleman agrees, does he not, 

that the amount received in the way of proceeds of a policy above 
the amount paid for premium would be a commercial profit in 
any event? At least that is the way most of these laws are 
administered. 

Mr. DENISON. It would not be a commercial profit any more 
than it would be a commercial profit for the gentleman's family_ _ 
to draw insurance on him when he dies. 

Mr. HULL of Tennessee. I call the gentleman's attention to 
the fact that in the case of an annuity or any kind of investment 
under which a return in excess of the amount paid is received 
it is treated as a taxable profit. 

1\Ir. DENISON. I know this, and I shall submit it to the 
gentleman. Here is a business concern in which small investors 
have taken stock and its success depends almost entirely upon 
the men who are managing it, and the ability of that concern to 
borrow money to run the business often depends upon the fact 
that the corporation is carrying insurance upon those managers 
to protect it in case they should die. I do not think such insur
ance ought to be taken by the Government in case the managers 
should die, and I think the fact that a large part of it will be 
taken as a tax will interfere with the credit of such concerns. 

1\fr. STAFFORD. Mr. Chairman, will the gentleman yield? 
Mr. DENISON. Yes. 
1\fr. STAFFORD. I know of instances where corporations 

of considerable capital insure their managing heads as a bus!· 
ness proposition for hundreds of thousands of dollars. Why 
should we except that money that is inyested in the individual 
when it comes back to the concern? 

1\Ir. DENISON. Well, that is an extreme case. I think the 
amendment ought to be adopted, and the word "individual"
ought to be striken out, so as not to interfere with the business 
of these small corporations that are carrying insurance on their. 
managers in order to protect their stockholders and their cred• 
itors for loss that would result to the business from their deat~ 
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The CHAIRMAN. The question is on the amendment offered 
by the gent1eman_ from Indiana. 

The question was taken; and on a division (demanded by Mr. 
DE ... JSON) there were-ayes 19, noes 41. 

So the amendment was rejected. '-
The Clerk read as follows: 
(4) Interest upon (a) the obligations of: a State, Territory, or a.ny 

political subdivision thereof, or the District of Columbia, issued on or 
pl'ior to the date of the nassage of thls act, or (if authorized by law on 
or prior to the date of tlie passage of this act) issued within &ix months 
after the passage of this act and containing a. statement of such_ autho_ri
zation and its date, or (if issued 'liter the passage of this act) conta.m
ing a statement that they are issaed for the purpose of funding or re
funding any interest-bearing Indebtedness outstanding on the date of 
the passage oL this act or for the purp-ose of carrying out a contract 
entered into on or prior to the date of the passage of this act: Providecl, 
Tba t there shall be excluded from gross income in the case of any per
sou owning obligations of States, Territories, political subdivisions 
thereof, or the District of Columbia (the interest upon which, is in
cluded in gross income). the interest upon an amount of such obliga
tions the princjpal of which does not exceed in. the aggregate $5,000; 
or (b) securities issued under the provisions of the Federal' farm-loan 
a f't of July 17. 1916; or ('c) the obligations of the United States or its 
po cssions. In. the case of obligations of the United States issued after 
September 1, 1917, the interest shall be exempt only if and to the extent 
provilled in the act autilori~ing th~ issue thereof, and shall be excluded 
from gross income only if and to the extent it is wholly exempt from 
taxation both under this title. and unuer Title III. 

l\Ir. MONTAGUE. l\1r. Chairman, I offer the following amend
ment, which I send to the desk and nsk to have read. 

The Clerk read as follows: 
Amendmt>nt offered by Mr. Mol\TAGUE : Page 10, line 2, after the 

·word "thereof," strik<:> out a.ll of the remainder of the paragraph down 
to :md including line 2 on page 11. 

1\lr. LO~GWORTH. 'Vill the gentleman yield for a question? 
Mr. l\IONTAGUE. Yes. 
l\Ir. LO~GWORTH. Is it the gentleman's intention to incot·

porate the bonds alre!!dy issued by States? 
I\Ir. MONTAGUE. Yes, my intention is to relieve the income 

on State bonds, and not to interfere with the Uhite<l States 
bonds ancl municipal bund'3 from taxation. 

1\Ir. LONGWORTH. Whether now issued and outstanding or 
not? 

1\lr. MO:NTA.GUE. Whether_ now issued or hereafter to be 
i ued. 

Mr. HULL of Tennessee. Ought not the gentleman to stop 
'Tith clause (c), page 18? 

Mr. 1\fO.~:YT.A.GUE. I beg the gentleman's pardon. 
1\Ir. HULL of Tennessee. After the semicolon in line 18, 

p:::.~e 10. 
1\Ir. MONTAGUE. The gentleman means I will accomplish 

the purpose desired by stopping there? Mr .. · Chairman, I ask 
unanimous consent to modify the amendment by striking out 
after the word "thereof," in line 2, page 10, do\vn to and in
cluding the figures "$5,000," line 18. 

The CHAIRMAN. The gentleman from Virginia asks unani
mous consent to modify his amendment as indicated in hls ex
planation of his motion. Is there objection? (After a . pause) 
The Chair hears none. The Clerk wil1 report tlle amendment as 
modified. · 

The Clerk read as follows: 
l\Iodified amendm~t Page 10, line 2, after the word "thereof" 

strike out all down to and including the figures "$5,000," in line 18. 
Mr. MONTAGUE. Mr. Chairman, I regret to inflict myself 

agnin upon the committee. The argument I submitted a few 
minutes since is applicable to the pending amendment which I 
lm ve just proposed. 

Unless the ·bill is amended, the clause in question vitally affects 
the States and the municipalities of the States. The power to 
ta.:s: is a power to impair and to destroy. This is not open to 
argument. The fundamental principle which I beg the com
mittee to keep in mind is that the Nation has no more power_to 
tax the securities of a State than the State has the power to tax 
the securities of the Nation. The exercise of such a power is 
destructi\e of one government or the other, I submit as an 
unun.swerable. proposition. War should not change the constitu
tionnl forms of our Republic. 

1\1r. LOXGWORTH. Will the gentlelillln yielu? 
1\lr. l\10)l'TA.GUE. I do. 
¥r. LOKGWORTH. Does not the gentleman draw some dis

tinction between taxing the boncls already issued and those 
which are hereafter to be issued in regard to the power of 
Congress ? 

1\lr. l\:fONTAGUE. I draw no distinction in principle. I dis
tinguish as to the availability of the sale an<l value "of securi
ties. 

Mr. LONGWORTH. I am speaking of the constitutional 
si{le. 

lHr. MONTAGUE. I do not apprehend the dist;inction. If . 
I understand this bill, it grants the br9a~ pDwer t~ the Unite~ 

States to tax the securities of. the States ot the municipalities 
of the States .. That power has been plainly denied by the Su· 
preme Court of the United States. I then reach the next stage, 
namely, that this lack of power to tax is not affected by the 
sixteenth amendment, for subsequent arljud.ications of the Su
preme Court have held that that amendment does not embrace 
any subject or thing which was. not taxable prior to the amend
ment. In other words, Congress· has no power now to tax that 
which it could not tax prior to the amendment. 

No argument h s been advanced against the conclusions 
which I have just stated, unless vehement asseverations as 
to the necessities and distresses of war may be called an argu
ment. Pat-riotic exclamations should not break down the Con
stitution. I submit my record for consistency and persistencY, 
in sustaining and maintaining all the efforts of our Govern
m nt and of our people to win in this struggle. 

Mr. GREE~ of Iowa. Will the gentleman yield? 
Mr. MONTAGUE. I will. 
Mr. GREEN of Iowa. I do not. wish to make any con

tention against the line of argument tile gentleman is making, 
but I think he has misapprehended the purpose of the pro
vision of the bill he moves to strike out. This provision that 
he seeks to strike out relates to gross incoJUes. Now, while 
gross income has· a certain bearing of course always upon net 
income if it is to be taxed, the question of what is to be taxed 
has to be determined entirely by the deductions made under the 
provisions with reference to net incomes. 

Mr. MONTAGUE. May I answer the gentleman's question 
by asking him one? 

1\li'. GREEN of Iowa. Yes. 
1\Ir. MONTAGUE. Does not this proviSIOn of the bill tux 

incomes upon State and mtmicipal securities? 
Mr. GREEN of Iowa. Not nece.sEarily, I will say to the gen

tleman. 
1\-ft·. MOXTAGUE. 1 :regret I can not agree with the gentle· 

man. 
Mr. GREEN of Iowa. This is merely a statement of what is 

included in gross income. 
Mr. MONTAGUE. I understand that. But does not the 

gentleman belie1e the State bonds and municipal bonds will 
be depreciated by this system of taxation? 

.lr. GREEN of Iowa. The gentleman is getting away from 
the point I was making. 

1\Ir. MONTAGUE. I am getting to the point I am trying to 
get the gentleman to come to. The point is that this bill places 
an unlawful burden upon these securities, a burden which maY. 
destroy them. 

Mr. GREEN of Io,;,•a. Whether the bonds would be taxed 
by this bill depends on the deductions that are included in . the 
paragraph which specifies the deductions that may be made in 
arriving at net income. That is over on page 18. 

Mr. GRAHAM of Pennsylvania. Will the gentleman yield? · 
Mr. MONTAGUE. Has the gentleman from Iowa finished? .... 
Mr. GREEN of Iowa. I think the gentleman has entirelY. 

misapprehended the place where the amendment should come in .
Mr. MONTAGUE. I hope I have misapprehended this sec

tion. I yield to the gentleman from Pennsylvania [Mr. GRA
H.All.I]. 

1\lr. GRAHAM of Penpsylvania. I want to suggest that while 
it seems to me that this part of the bill relates to gross income 
the draftsmen of the bill have also provided for certain tlllngs 
that shall be excluded in counting gross income, and some of 
t11e thlngs to be excluded are those which are enumerated in 
this paragraph 4, and the pm·pose of the gentleman from Vi.I:J 
ginia [l\lr. 1\.Io~TAGUE], evidently, is to say that interest upon 
obligations of the State, Territory, or any political subdivision 
shall be excluded. That is absolutely germane to the purpose 
of the section and in entire consonance with it. · 

Mr. PARKER of New Jersey. I desire to make a sugge, tion 
to the gentleman. . 

The CHAIRMAN. Does the gentleman from Virginia yield 
to the gentleman from New Jersey? 

Mr. MONTAGUE. I do. 
1\Ir. PARKER of New Jersey. I suggest that he ought to 

strike out the word " Territory " if he desires to get to his point, 
because Territories are now only parts of the .United States, und 
they can be taxed as we please. Your poin.t is that we can not 
tax obligations of a State or any subdivision thereof. 

l\1r. 1\IONTA.GUE. That is my purpose. With the consent of 
the committee I will strike out the word" Territory." I thought 
my amendment excluded it. 

The CHAIRMAN. The g0ntleman from Virginia [1\Ir. 1\IoN .. 
TAGUE} asks unanimous consent that be may modify his amenQ.
meot as i.I)dica.t~d. Is there objection? [After. a pause.] The 
Chair hears none. 
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JUt-. 1\IOXTAGUE. I '\Tish to restate the simple proposition 
that the Congress has no constih1tional power to tax the securi
ties Of the States or the municipalities of State . First, to tax 
such securities by the Federal Government is unsound and un
wlse legi lation; and, second, such taxation radic'ally disturbs 
the relation bet"·een tbe States and the General GQ\ernment, and 
viol~tes the ConstituUon in so doing. 

I know, 1\Ir. Chairman, that it is an ungracious task to discuss 
constitutional questions in this House. The Constitution when 
in the llou~e of Representatives is not in the house of its friends. 
If power or want of po,Ter is submitted to the House the answer 
is genef"ally determined by the exigencies of the occasion. We 
haYe just had an example in the eloquent argument of the able 
gentleman from Illinois [1\Ir. HE!I.--:RY T. RAINEY]. The gentle
man from North Carolina [Mr. KITCHIN] ·bas said that he doubts 
the constitutionality of the taxing section which I am now ques
tioning. I ·maintain that if a 1.\Iember doubts the constitution
ality of a bill he has no official authority to vote for it. 

1\lr. COOPER of Wi con in. ·wm. the gentleman yield? 
Mr. 1\10 'TAGUE. I will. 
Mr. COOPEU of Wisconsin. I will say in connection with 

what the gentleman from Virginia has said that l\1r. Justice 
ooley in hi~ book on Constitutional Limitations lays· down 

the exact doctrine which the gentleman from Virginia has just 
enunciated, that no Member of Congress who has any doubt as 
to the constitutionality of a provision can under his oath right
fully turn that question over to a court to decide. 

l\Ir. 1\lONTA.GUE. I thank the gentleman for his suggestion. 
I had stated that to be the undoubted rule to gentlemen sitting 
near me. 

Mr. Chairman, the de truction of our system of go\ermnent 
will not be wrought by one blow. It will be accomplished by slow 
and di integrating influences of accumulated legislaUve action. 
The imposition of this tax may not destroy, but it does impair, 
and us a preced.ent it will have imparted its virus into the system 
of our Federal body politic. The States have as indubitable right 
to live and move and have their being as bas the Nation. The 
two governments are inseparable, and, as Webster has said, 
"They constitute an indi soluble union of indestructible States." 
[Applause.] 

We can not justify the de truction of our Government at 
home by keeping our eyes wholly upon our armies abroad. When 
our soldiers return I wish them to behold the same American 
Republic in its dignity. and majesty and form that they left. 
[Applause.] I wish the soldiers to understand that when they 
fight for the sanctity of " scraps of paper "· in Europe that their 

ongre smen in the Halls of the Capitol will not destroy that 
American scrap of paper which is the chart of the free institu
tions of this hemisphere. [Applause.] And I wish the country · 
to realize that the safety and integrity of the Republic lies in its 
adherence to the American Constitution. There i no liberty 
except constitutional liberty. And I submit, in conclu ion, that 
the Constitution in spirit and purpose, and as construed by the 
court and jurists of our country, repels the adoption of this sec
tion. I hope the amendment proposed, or a similar one, will 
prevail, whereby the harmony and vigor of our institutions may 
be the better pre erved. [Applause.] 

Mr. LONGWOR'rH. 1\Ir. Chairman, I rise in opposition to 
the amendment offered by the gentleman from Virginia [1\ir. 
1\.Io::.w.lGUE]. It eems to me there is quite a distinct difference, 
a very sharp difference, between our right to tax the income of 
municipal bonus already outstanding, and our right to tax those 
which shall be i sued in the future. I myself have very little 
doubt that we have the power to put a tax on the income of bonds 
hereafter to· be issue<.l. 

'.fhere is a very broad question of public policy involved, I 
think, at this particular time. It seems to me our highest duty 
is to ee to it that the market for the coming issues of liberty 
bonds shall be made as favorable as possible. There is no ques
tion about it that to-day many of these municipal bonds are a 
more attractive inve tment, particularly to the average man 
of wealth, than the liberty bonds will be under the proposed 
system of high surtaxes. There are at least $8,000,000,000 of 
nontaxable securities now outstanding in this counh·y, antl I 
believe it is good public policy not to add to that great reservoir 
into which this money may flow if the taxes are found to be too 
higll. These new surtaxes, gentlemen, are higher than those 
ever imposed in any country in the world, and after all we must 
rely largely upon the rich men in this country, the men who 
are called upon to pay the surtaxes, to invest in these coming 
is ues of liberty bonds ; and if we tax them so high that they 
will be forced into municipal securities, here are $8,000,000,000 
to-day to which they can go and pay no taxes at all to the 
Government. \Ve not only destroy our revenue, but destroy the 
ability of people to buy these new liberty bonds. From that 
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point of view, e\en though I should admit-which I do not-thrit 
this proposition, is of doubtful constitutionality, it seems to me 
that at this time we must see to it that these municipal bonds 
shall not be made highly preferable to the new liberty bond3 
as an investment. It is largely for that rea on that I support 
the position of the committee and oppose the amendment offered 
by the gentleman from Virginia. 

1\lr. GORDorr. Will the gentleman yield for a que tion? 
Mr. LONGWORTH. With pleasure. 
Mr. GORDON. Of course if Congress has the po,ver to tax 

these bonds at all, it has the power to tax them 100 per cent. 
1\lr. LONGWORTH. All we are doing in this bill is to pro

Tide that the income shall be taxable. 
1\Ir. GORDON. I under tand ; but, of course, if Congress can 

impose tllis tax at all, it could pick them out and tax them 100 
per cent. 

Mr. LOKG\VORTH. I have no doubt that the Congress coul<l. 
1\Ir. GORDO~. Thereby destroying the instrumentalities of 

credit of the s·tates. 
1\Ir. LONGWORTH. That is not contemplated here. 
1\ir. 'GORDON. I understand that, but you could do it. 
l\fr. LONGWORTH. I think it is our duty to see to it that 

municipal bonds are not made a higher grade of inve tm~nt se
cm·ities than our forthcoming issues of liberty bonus. 

Mr. BLACK. The gentleman sa~ys he wants to place these 
municipal bonds on an exact equality with the United State~ 
Government bonds. They are not on an equality as io the taxing 
powers of the States, are they? 

l\Ir. LONffiVORTH. They are on an exact equality as far 
as this bill is concerned. All this proposition doe is simply h' 
say that our municipal bonds hereafter issued shall be on the 
same basis as United State liberty bonds, no better and no wor~ e. 

1\fr. BLACK. As a reciprocal right, will the State have any 
right whatever to place any taxes on a United States GoYern-
ment bond? · 

1\.Ir. LOrTGWORTH. Oh, well, that is a different propo ition 
not in\olved in this discus ion. 

The CHAIRMAN. The time of the gentleman has expired. 
1\Ir. LONGWORTH. I ask unanimous consent for two min

utes more. 
The CHAIRl\iAN. The gentleman from Ohio asks unanimous 

consent that his time be extended two minutes. Is there ob
jection? 

There was no objection. 
Mr. MOORE of Pennsylvania. Will the gentleman yield? 
Mr. LONG\VORTH. I yield to the gentleman from Pennsrl

yania. 
1\Ir. MOORE of Pennsylvania. Is it not true that the Secre

tary of the Treasury very strongly advocated the taxing of 
municipal bonds in order that the liberty-bond market might 
not be interfered with? 

l\1r. LONGWORTH. Ab olutely, and it stands to reason, 
gentlemen. There can not be any other anrurnent about it. In 
the next five or sL~ months we will ask the public to ab ,orb 
$16,000,000,000 worth of liberty bonds. These liberty bonds 
will be subject to all the surtaxes, whereas here are these 
$8,000,000,000 worth of municipal bonds subject to no surtaxe}t 
whatever, and to that extent at least a pr~ferable investment 
to the liberty bonds. Is there any sound question of public 
,policy that any l;>onds in this country ought to be made at this 
time a better investment than liberty bonds with which we 
have to finance this war? 1 

1\fr. HUl\IPHREYS. Will the gentleman yield? • 
1\Ir. LO~GWORTH. I yield to the gentleman from l\1is

sissippi. 
l\Ir. HUMPHREYS. Of the $8,000,000,000 in bonds, is the 

gentleman able to state how many are of issues of less than 
$100,000? 

l\lr. LONGWORTH. No; I could not possibly state that to 
the gentleman. 

1\Ir. HUMPHREYS. The Capital Issues Committee has au
thority now under the law, as I understand it, to supervise the 
issuance of bonds in the future in issues of over $100,000. 

1\fr. LONGWORTH: It bas not the absolute legal authority, 
but it has advisory authority, which is equivalent. 

Mr. HUMPHREYS. It might throw some light on this if we 
knew just about how lllllny bonds would be issued hereafter 
that were subject to the approval, at any rate, of the Capital 
Issues Committee. If he knows what proportion of bonds now 
outstanding were less than one hundred thousand authorized 
issue. 

Mr. LONG,VORTH. I can not inform the gentleman; I do not 
think that is essential to the discussion. The sole question is, 
Is it good public policy during the war to make municipal bonds 
equal to or better than liberty bonds? 
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~Ir. HUMPHREYS. If the ~entleman asks me, I do not think 
it i. · good policy and is contrary to the Constitution. 

Mr. LONGWORTH. Up to the time that the Supreme Court 
determines it, it is the gentleman's opinion against mine, and I 
acknowledge that his is high authority. 

Mr. STERLING of Illinois. Mr. Chairman, the argument of 
the gent lemen who favor this amendment to take away from the 
Federal Government the right to tax the instrumentalities of 
the State is based upon the principle that the power to tax is 
the power to destroy. There is a counter principle that is just 
as vital, and infinitely more vital now in a time of war. That 
principle is this : The lack of power to tax is the lac~ of power 
to sur"Vive. If this Government can not tax to raise the needed 
revenue to carry on this war, then it lacks the power to survive. 
I <lo not think there is any very great possibility of the situation 
going that far. Neither do these gentlemen who urge that the 
pow r to tax is the power to destroy fear that that principle 
will be carried to any very serious results. This thing might 
happen. If the bonds of a State or a municipality are allowed 
to go without taxation, they might absorb the bond market of 
the United States so that the Federal Government could not find 
a place to sell its bonds. Such is possible. If that situation 
hould arise, this Government would not have the power to sm·

viYe and carry on this war. 
l\1r. GORDON. But this very provLo:;ion can be evaded and 

repudiated by thQ States by simply increasing the rate of their 
intere t, and so create the very evil which the gentleman seeks 
to guard again t by this legislation. 

Mr. STERLING of Illinois. But that would not deprive the 
Federal Government from receiving the tax on the income on 
the e bonds. If they should increase the interest on their bonds 
that would increase the income to the Federal Government. 

Let me suggest this in conclusi<:m. This is no time to t..'llk 
~bout State rights. This Congress and the next Congress i8 
going to protect the rights of the States, and there will be no 
danger about that. The thing in hand n{)W is to sustain the 
Federal Government in the hour of its need. Let us not divide 
upon the question as to whether the capitalist who happens to 
own State bonds instead of Government bonds shall contribute 
his share to the money needed to carry on the war. This bill 
I'equires them to contribute alike. 

Mr. GREEN of Iowa. 1\fr. Chairman, I simply desire to say 
that I came in during the remarks -of the gentleman from Vir
ginia [1\Ir. 1\lo:<vT.A.GUE] after his amendment had been offered. 
I misunderstood the purpose and object of it. 1\Iy remarks, 
therefore, with reference to the place where it applied were in
con-ect. The gentleman from Virginia was correct as to where 
it should be offered. 

1\Ir. MONTAGUE. I thank the gentleman for relieving me 
of some misgivings. 

Mr. GORDON. 1\Ir. Chairman, I do not know that I can add 
anything in support of this amendment to what has been sug
gested here by the gentleman trom Virginia [:Mr. MoNTAGUE]. 
It seems to me that the provision in this bill, which is sought 
to be stricken out, will, if retained, utterly and entirely fail to 
answer the very purposes for which it is advocated. The gen
tleman from illinois [Mr. · STERLING] has just stated that the 
States could avoid the burden of these taxes or, rather, the 
lessening of the value of their securities resulting therefrom by 
increasing the rate of interest. The gentleman ,from Ohio [1\lr. 
LoNGWORTH] made it very clear in· his remarks that this pro
vision was not intended to apply to any bonds that are now out
standing. Therefore, it seems to me that the provision, if left 
in the bill, will really accomplish nothing. It seems to me that 
Congress is going out of its way to find an excuse to violate the 
Constitution which we have all taken a solemn oath to support. 
That the doctrine on principle cited by Gov. MoNTAGUE, defin
ing our country as " an indestructible Union of indestructible 
State " should have survived the greatest civil war in the 
history of the world, and having been sealed and cemented by 
the best blood of the Nation, North and South, it seems to me, 
might be accepted at least by the Congress of the United States 
in legislating upon so delicate a question as invading and seek
ing to take by taxation the instrumentalities of the States of 
this Union. It seems to me that we are treading upon not only 
dangerous ground but we are attempting to do a thing which 
every respectable court in this land has held time after time we 
can not lawfully do, and this talk of putting it up to the Su
preme Court, it seems to me, is a cowardly evasion by Congress 
of its duty in the premises. The Members of Congress are un
der as much obligation to obey their oath of office as are the 
judges of the Supreme Court or any other officers of the Gov
ernment. They take the most ·olemn oath of any officer of the 
GoverDIL-ent to support and defend the Constitution of the 
United States against all enemies, foreign and domestic. 

l\Ir. MONTAGUE. Mr. Cilairmau, ,.,.m t ile gentlern:m yield? ) 
1\!r. GORDON. Yes. '· 
1\fr. MONTAGUE. Apropos of the gentleman's remark about 

the oath, does a Member of Congress take an oath that he must 
sustain the Constitution of the United States save only so far 
as he desires to leave questions to the Supreme Court? 

1\:lr. GORDON. Certainly not. There is no exception at a.ll.
The Supreme Court distinctly held when the question was fairly 
and &quarely presented to it, that the Constitution of the United 
States was made for a time of war as well as a time of peace 
and gaye the most excellent reasons for it and stated that any 
other doctrine would lead directly to anarchy and tyranny. It 
seems to me we ought not to retain such a provision in this bill. 

Mr. HENRY T. RAINEY. Mr. Chairman, I have no hesitancy 
in submitting this question to the Supreme Court of the United 
States. I have enough confidence in the Constitution of the 
United States and in the construction that the courts will place 
upon it to believe that this great Government bas the right to 
defend itself in the hour of peril and to preserve its institutions. 
We are entering upon a tniracle of finance. We propose to col
lect by this measure in a short period of time in three install
ments next year $8,000,000,000. In other words, we propose to 
collect by this bill $2,700,000,000 more dollars in the early sum
mer of ne::s:t year than there is of money in the United States. 
We propose to expend next year on this war a minimum sum of 
$24,000,000,000. We know it can not be less than that, and I 
believe, so far as I am concerned, it will be more than that. 
Take all the individual net incomes in the United States, includ
ing partnership incomes; take all the corporate net incomes in 
the United States, add them together, and take them all and 
appropriate them for carrying on this war and you will not have 
much more than half the money we propose to expend next year 
on this w-ar. The only way we can carry on this war we know 
now is to borrow money, and the only way in which this great 
Gnvernment can borJ;OW money is to make these bonds attractive, 
as attratlve at least as the billions of_ municipal bonds in New 
York City and the other cities of the land-and most of these 
objections come from the cities of this land and from the coast 
cities of this land. If this war should fail on account of money, 
they would be scared to death in New York, in Boston, and in 
Philadelphia, where they are protesting now against taxing, 
they say, their securities. We are not taxing their securities by 
this bill. We are not seeking to do that; we are merely saying 
that tho c citizens who shall invest hereafter in municipal bonds 
shall account for the intere t they receive on these bonds-on the 
future issues of these bonds-when they make up tlleir income
tax returns. Is there anything wrong about that? Should the 
States of this Union, the cities of this Union, in their anxiety to 
extend their paving systems, to extend their sewerage systems, 
to improve and beautify their cities, should they be permitted to 
make their bonds so attractive that this great Republic can not 
sell its bonds on the market in order to arry on this war? We 
have been depending upon the patriotism of the people through- · 
out the United States. 'Ve have been asking th.em to pay $100 
for bonds they could go out on the market and buy for $96 and 
$97, and right gallantly they ha\'"e responded so far. In the 
history of the world no patriotism like that exists. It is not 
too much now to ask these cities, which are about to issue their 
bonds, that they shall issue their bonds hereafter upon the under- : 
standing that we propose to require the purchasers of those bonds · 
to account for the interest they receive on them when they pay : 
their income taxe~. If we can not do that, the time bas come 
when we can not sell the bonds of this Government; and if we 
can not sell the bonds of our Government we have got to stop ' 
this war and submit to the kind of indemnity that may be im· ; 
posed upon us. I deny that the Constitution of the United · 
States is. not in the hands of its friends here in the House of 1 

Representatives. Its friends are those who believe in preserving ' 
this country and its institutions. It friends are those who be- 1 
lieve that this great Government has a Constitution flexible 
enough to per~it the Government to levy the taxes it ought to ' 
levy ; to permit the Government to sell the bonds it must sell in . 
order to pre erve itself and keep its place in the sun. [Ap-
~aua] i 

Mr. DENISON. Mr. Chairman and gentlemen, there has been 
a great deal of discussion, or ~ great deal of argument, on the 
policy of this tax and its desirability. Now, I think that it ~ay, , 
be desirable and may be a good policy at this time to tax every- , 
thing that we can tax legally, but the question of de irability or 
the question of policy of a tax ought not to enter into considera
tion when we are discus ing its \'"alidity; and the \alidity of the 
tax ought not to be overlooked, I think, simply bef'ause a tax 
may seem desirable or we may think in time of war it would be 
good policy. Now, I think the argument of the gentlt!man from 
Virginia [:Mr. MoNTAGUE] is right as a legal proposition. I have 
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no doubt at all, or ha\e not had a serious doubt, that the Fed
eral Government has no authority or right to tax bonds or 
securities of States or of their subordinate municipal corpora
tions. I also have no doubt upon the other proposition discussed 
awhile ago, that the Congress has the right to levy an income 
tax upon the salaries of the Federal judges and the President 
without violnting that clause of the Constitution which forbids 
the increasing or lowering of the salaries of such officials during 
their terms of office. The levying of an income tax, which is 
general in its terms and which would apply to the President and 
judges just the same as it would apply to the salaries or in
comes of all otller persons, would not amount to decreasing their 
salaries within the meaning of that provision of the Constitu
tion. The income-tax amendment to the Constitution is very 
broad .and allows taxes to be levied on incomes derived from any 
source whatsoever. And under that authority I think Congress 
can properly tax the incom~s of the President and tlle judges, 
just the same as it can tax tbe salaries of any other persons. 
But to levy a Federal tax on the bonds and securities of the 
States and their subordinate municipalities presents an entirely 
different questi-On. 

1\Ir. Sl\UTH of Michignn. Does not the gentleman remember 
that a short time ago we voted the entire resources -of this coun
try to the Commander in Chief to carry on this war, and now 
does he contend that, having done that, we can not use a little 
income from tho ·e resources? 

l\lr. DENISON. I think, of course, there are certain consti
tutional limitations. I do not think that just because we are at 
war we can theref-ore do everything we may want to do. Now. 
I do have a little doubt in my own mind on this proposition. I 
did not hear Gov. MoNTAGUE in his first talk this afternoon, be
cause I was not on the floor. I do not have any doubt at all on 
the legal -rrropositlon tllat the Federal Government has no right 
to ~u the securities of the States and their subordinate munici
palities. But 1 have wondered if, when this matter £omes be
fore tlle courts, they would not make a distinction between the 
power to tax such securities and the power to tax i"Q.comes 
arising from those securities after they get into the hands of 
individuals. I have some little doubt about that, and I would 
be -glad to h1lve the opinion of the gentleman from Virginia on 
that proposition; tllat is, whether or not there may be ·an im
portant and logical distinction between the constitutional power 
to tax such securities themselves and the power to tax incomes 
arising from such securities in the hands of individuals. 

:Mr. HUDDLESTON. Will the gentleman yield? 
1\lr. DENISON. I will. 
Mr. HUDDLESTON. I was just going to ask the gentleman 

whether he had in mind the fact that it -was not a tax upon the 
bonds or on the income from the bonds specifically, but merely 
a tax on all incomes from any source whatever, and therefore 
does not come within the objection? 

1\lr. DENISON. That is just what I was discussing. There 
may be a logical distinction there which the courts will recog
nize ; and if they should do so, then this provision .of the bill 
might be held to be '""alid. There is some basis for the argu
ment that a general in{!ome tax levied under the sixteenth 
amendment to the Constitution upon all incomes, from what
eveT source deri\ed, including that derived from State and munic
ipal bonds, would not amount to a tax on such bonds themselves, 

- anu therefore would not be so far inconsistent with or destructive 
of our dual form of sovereignty as to render it invalid. But I 
have no doubt on the other proposition, that the Federal Govern
ment has no authority to tax these securities as securities. That 
is what I mean. 

l\1r. GORDON. Now, if the Federal Government may, as the 
gentleman from Ohio [l\1r. LONGWORTH] said, tax the income 
from these State and municipal securities 100 per cent :and take 
all the income by taxes, which, of course, they may do, and you 
deprive the States of that income on their securities, do you 
not desh·oy the value of them? 

Mr. HUDDLESTON. You can not levy a tax of 100 per 
cent without levying it upon all incomes, from whatever source. 

Mr. GORDON. Oh, yes; we can. 
l\1r. HUDDLESTON. If you come and select these securities 

and put 100 per cent tax on them, it "\\ill be void . 
. 1\lr. DENISON. I think the tux wqulll have to be general. 

But my doubt of the validity of this pr;ovision of the bill, in so 
far us it applies to State and municipal bonds, is so serious I 
shall vote for the amendment of the gentleman from Virginia. 

Mr. LO~TDON and 1\fr. CANNON rose. 
Mr. KITCHIN. 1\'Ir. Chairman, I ask unanimous consent that 

the debate close in fi\e minu~as. one minute to he occupied hy 
the gentleman from New York {Mr. LoNDON] and four minutes 
by the gentleman from Illinois 1Mr. C_unwN] . 

The CHAllll\lAJ\. Is there objection? [After a pause.] 
The Chair hears none. 

Mr. LONDON. Mr. Chairman and g"Cntlemen, I took the floor 
just to attract the attention of this Congt·ess, of the country, 
and of the city of New York, to the fact tlmt, in spite of the 
fact that the mayor of the city of New York has asked every 
Member of Congress from the State of New York to seriously 
contest this provision in the bill, that the only Member of Con
gress representing the State of New York on the floor of this 
Congress is the Socialist Member. [Lnughter.l 

1\lr. CA.i~NON. Mr. Chairman, the reason why the mayor of 
New York no doubt asks for this is that the deht of New York 
City is $1,500~000,000. How marvelously she has grown, anrl 
how expensive it is to conduct the affairs of that great city! 
And that is measurably true of the other cities, to say nothing 
about the counties, and so forth. 

Now, then, there is pending in tl1e State of Illinois a propo
sition submitted by the legislature to legalize the issuing of 
$GO,OOO,OOO for the construction of good roads. And, God kno\\s, 
if there is any State that needs good roads it is llliuois. We 
-vote on the question in November. 
~ow, they are afraid that this may impair the placing of otller 

bonds. Possibly it may. Possibly Illinois may be wise enough 
when she enacts that legislation, if it is authorized, to defer the 
issue of the bonds until a little later on, until after the ·war 
closes, perchance, in order that she may decrease the rate of 
interest to a reasonable amount, so that she can get par f'or 
th~m. We are running up against the $60,000,()00 propositiou 
in Illinois. Now, wha.t is to happen? Some of these State'" 
and some of these cities must issue bonds or else suffer severely. 

It is perfectly clear to my mind that under the Constitution 
and under the -decisions of the courts we have no right-the 
Federal Government has no right-to tax tllem. But suppose 
those bonds go upon the market. Tlley sell at a depreciated 
price, and the man who understands about "\\hat the Constitu
tion is and wh.'lt it provides, and what the decisions of the 
courts have been and what they '\\ill be, will buy them, and 
then contest it, don't you know, and after nil "that damned 
old plutocrat" "\\ho takes tile chances will be s\\oru at when be 
takes his pr-ofit. [Applause.] 

Mr. BENJAMIN L. FAIRCHILD. Mr. Chairman, I want to 
make a suggestion. 'Vhile I do not want to take away from 
my colleague [Mr. LoNDON], the Socialist Member from New 
York City, any credit that belongs to him for responding to 
the appeal of the mayor of the city of New York; he is mis
taken when he says he is the only Member from New York 
favoring this amendment. 

1\Ir. LONDON. I said "the only one present." 
Mr. BEN.TA...1\llN L. F.AIRCHILD. Very well. I am a l\Iember 

from New York City. 
Mr. LONDON. Is there any other 1\lember? 
l\fr. RENJAl\liN L. FAIRCHILD. Bronx County is the best 

part of New York City, and I represent one-half of Bronx 
County. [Applause.] 

The CHAIRMAN. The question is on agreeing to the amend
ment offered by the gentleman from Virginia [1\Ir. MoNTAGUE]. 

The question was iaken; and tl1e Chairman announced that 
the ayes seemed to have it. 

Mr. KITCHIN. A division, Mr. Chairman. 
The CHAIRMAN. A division is demanded. 
The committee divided; and there were--ayes 26, noes 48. 
1\fr. PENJAl\HN L. F~URCHILD. Tellers, l\1r. Chairman. 
The CHAIRMAN. Tellers are demanded. 
Mr. BENJAMIN L. FAIRCHILD. Mr. Chairman, I raise the 

point of no quorum. 
The CHAIRMAN. The gentleman from New York raises the 

point of no quorum. The Chair will eount. . 
Mr_ KITCHIN. Does the gentleman insist upon his point of 

no quorum? 
1\Ir. BENJAMIN L. FAIRCHILD. Yes. I think this is too 

important a matter to vote on with so few Members present. 
1\fr. KITCIDN. All right. Mr. Chairman, I move that the 

committee do now ri:;e. 
The motion was agreed to. 
Accordin~ly the committee rose; and the Speaker having re

sumed the ehair, Mr. SAUNDERS of Virginia, Chairman of the 
Committee of the Whole House on the state of the . Union, 
reported that that committee had had under consideration tho 
bill (H. R. 12863) to provide revenue, aud for other purposes, 
and had come to no resolution thereon. 

LEAVE OF ABSENCE. 

By unanimous consent, leave of absence was granted as fol-
lows: 

To Mr. RosE, for 3 days, on account of important bnl"liness; 
To Mr. BRAND, for 10 days, on account of. ickne s ; anu 
To Mr. As~ROOK, for 3 clays, on account of important busi

ness. 



~ 10376 CONGRESSION A.L R.ECORD-SEN ATE. SEPTEl\!BER 17' 
: . 
,

1

. &"VROLLED BILL SIGNED. 

Mr. LAZARO, from the Committee on Enrolled Bills, reporter.i 
that they had examined and found truly enrolled bill of the 
following title, when the Speaker signed the same: 

' . H. R.12098. An net to protect the Hves a-nd health and 
morals of women and minor workers in the District of Colum
bia, and to establish a minimum-wage board and define its 
powers and duties, and to provide for the fixing of minimum 
~ages for uch workers, and for other purpo e . 

,· ADJOURNMENT. 

l\lr. KITCHIN. l\lr. Speaker, I move that the House do now 
adjourn. .. 

The motion was agreed to; accordingly (at G o'clock and 44 
minutes p. m.) the House adjourned until to-morrow, Tuesday, 
September 17, 1918, at 12 o'clock noon. 

,. 
I EXECUTIVE COMMUNICATIONS, ETC. 

Under clause 2 of Rule XXIV, executive communications were 
taken from the Speaker's table and referred as follows : 

1. A letter from the Acting Secretary of the Treasury, trans
mitting estimate of appropriation for repairing Chicago (lll.) 
post office, for inclusion in some appropriation bill (H. Doc. No. 
1279) ; to the Committee on Appropriations and ordered to be 
printed. 

2. A letter from the Acting Secrewry of War; transmitting 
draft of propo ed bill to permit free entry into the United 
States of all material and articles imported for the use and by 
order of the 'Var Department during· the existing war and for 
other purpo. es (H. Doc. No. 1280) ; to the Committee on Ways 
and l\lean and ordered to be printed. 

REPORTS OF 001\ll\liTTEES ON PRIV .ATE BILLS AND 
RESOLUTIONS. . 

Under clause 2 of ll1de XIII, . 
Mr. HARRISON of Virginia, from the Committee on Mili

tary Affairs, to which was referred the bill (H. R. 8473) for 
the relief of Thomas H. Rockwell, deceased, reported the same 
without amendment, accompanied by a report (No. 782), which 
said bill and report were referred to the Private Calendar. 

PUBLIC BILLS, RESOLUTIO:SS, AND l\lEl\lORIALS. 
Under clause 3 of Rule XXII, 

~ Mr. PADGETT introduced a bill (H. R. 12945) providing for 
the purchase of uniform , accouterments, and equipment by 
officers of the Navy, 1\farine Corp , and Coast Guard, and mid
shipmen at the Naval Academy from the Government at cost, 
which was referred to the Committee on -Naval Affairs. 

PRIVATE BILLS AND RESOLUTION'S. 
Untler clause 1 of llule XXII, private bills and resolutions 

,were introduced and seYerally referred as follows: 
. By l\Ir. KRAUS: A bill (H. R. 12946) granting an increase 
of pension to Agustus Geer; to the Committee on Invalid Pen
sions. 

By Mr. LUFKIN: A bill (H. R. 12947) granting a pension to 
l\1ary EJ. Hiller; to the Committee on Invalid Pensions. 

Also, a bill (H. R. L?948) granting an increase of pension to 
Emma A. Hobbs; to the Committee on Pensions. 

Also, a bill (H. R. 12949) granting a pension to 1\Iary A~ G. 
llohiu on; to the Committee on Invalid Pensions. 
· By l\Ir. McARTHUR: A bill (H. R. 12950) granting a-pen
sion to Elijah Clark Hall; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 12951) granting an increase of pension to 
Colonel F. Bond; to the Committee on Invalid Pensions. 

By Mr.' MAPES: A bill (H. R. 12952) granting a pension to 
Franklin Tubbs ; to the Committee on Invalid Pensions. 

By Mr. O'SHAIDrnSSY: A bill (H. R. 12953) granting an 
lncrea e of pension to George W. Dean; to the Committee on 
Invalid Pensions. 

Also, a bill (H. R. 12954) granting an increase of pension to 
:Andrew J'. Allen; to the Committee on Invalid Pensions. 

By Mr·:SANDERS of Indiana: A bill (H. n. 12955) granting 
n pension to Martin L. Stokesberry ; to the Committee on 

·Pensions. 
... ·uso, a bill (H. R. 1295G) granting an increase of pension to 

James n.. Beaty; to the Committee on Invalid Pensions. 
Also, a bill (H. R. 12937) granting a pension to Mary St. 

Clair; to the Committee on Invalid Pen ions. 
Also, a bill (B. R 12958) granting a pension to Clem S. Kirk

batn; to the Committee on Pensions. · 
By Mr. SHOU E: .A hill (H. R 12959) granting an increase 

of pension to Reason Walker; to the Committee on Invalid 
Pension . 

PETITIONS, ETC. 
Under clause 1 of Rule XXII, petitions and papers were laill 

on the Clerk's desk and referred as follows: 
By l\lr. ELSTON: Petition of the department of health and 

recreation, women's committee, CouncHs of National ancl State 
Defense, of Oakland, Cal., fayoring war-time prohibition; to 
the Committee on the · Judiciary. 

By 1\fr. FUbLER of 1\Iassachusett : Petition of Charle JU. 
Blodgett, mayor of Malden, 1\Iass., and 287 others, residents in 
said Malden and the city of Everett, Mass., for national legis
lation to commission pharmacists in the United States service, 
so that men in th~ service shall receiYe the same skilled phar
maceutical ervice that they recei>e in civil life; to the Com
mittee on Military Affairs. 

By 1\lr. LINTHICUM: Petitions of the Baltimore Bargain 
House, Armstrong, Cator & Co., and Johnson, Boyd & Co., all of 
Baltimore, 1\fd., favoring some protecti..-e clause in the new tax 
bill relative to inventory of merchandise; to the Committee on 
Ways and Means. 

By Mr. McARTHUR: Resolutions of the Association of 
Fathers of Soldiers and Sailors of the United States of Amer
ica, of Portland, Oreg., urging the nationalization of the public 
schools of the country so as to provide for the h·aining of re
turned soldiers and sailors; to the Committee on Educ:ttion. 

SENATE. 
TUEsDAY, Septembe1• 17, 1918. 

'l'he Cl1apJain, Rev. Forrest J. Prettyman, D. D., offered the 
following prayer : · 

Almighty God, we come before Thee with our cause, a cause 
that doe3 not ·speak behind the closed doors of secret diplomacy 
but that bas its voice in the indignation of millions against 
wrong and in a will to conquer in the name of humanity. ·we 
ask the divine guidance and blessing as we begin the tasks to 
which Thy providence has called us. For Christ's sake. Amen. 

The Secretary proceeded to read the J om·nal of the proceed
ings of Friday, September 13, 1918, when, on request of Mr. 
LoDGE and by unanimous consent, the further reading was dis
pensed with and the Journal was approved. 

SENATOR FROM KENTUCKY. 

Mr. BECKHAM. :Mr. President, I have here the certificate 
of appointment of Hon. GEORGE B. MARTIN, of Kentucky, by the 
governor, as a Senator to fill the ·vacancy in the unexpired term 
of the late Senator JAMES. The newly appointed Senator is on 
the floor and ready to take the oath. 

The VICE PRESIDENT. The Secretary will read t11e cre
dentials. 

The Secretary read as follows : <oj 
To the PRESIDENT 0.1!' THE SE:>;ATE OF TH~ UNITED STATES: 

This is to certify that, pursuant to the power vested in me by the 
Constitution of the United States and the laws of the State of Kentucky, 
I, A. 0. Stanley, the governor of said State, do hereby appoint GEORG» 
B. M .ARTIN a Senator from said State to represent said State in the Sen
ate of the United States to fill the vacancy therein caused by the death 
of OLLIE M. JAMES, as provided by law. 

Witness his excellency our governor, A. 0. Stanley, and our seal 
hereto affixed at Frankfort, Ky., this 7th day of September, A. D. 1918. 

. A. 0. STA~LEY, 

By the governor : 
(SEAL.) 

G-overnor. 

JA IES P. LEWIS, 
Secretat·y of State, 

By E. MATT KAnn, 
Assistant Sec-r·etm·y of State. 

In the name and by the authority of the Commonwealth of Kentucky, 
A. 0. Stanley, governor of said Commonwealth, to all to whom these 
presents shall come, greeting: 
Know ye, that GEORGE B. l\I.ARTIN, having been duly appointed United 

States Senator, I hereby invest him with ful1 power and authoritvl to 
execute and cllscharge the duties of the Raid office according to aw, 
and to have and to hold tbe same, with nil the rights and emoluments 
thereunto legally appertaining fo1· and during the term prescribed by 
law. 

In testimony whereof I have caused these letters to be made patent 
and the seal of the Commonwealth to be hereunto affixed. Done at 
Frankfort the 7th day of September, in the year of our Lord one thou
sand nine hundred and eighteen and in the one hundred and twenty
sixth year of the Commonwealth. 

By the governor: 
(SEAL.) 

.A. 0. STANLEY. 

JAMES P. LEWIS, 
Secreta1·y of State, 

By E. l\1ATT KARR, 
Assistant Secretary of State. 

The VICE PRESIDENT. If there be no objection, the newly 
appointed Senator will present himself at the desk for the pur
pose of taking the oath 9f office. 

Mr. l\IA.RTIN was escorted to the Vice President's de k .by .Mr. 
BECKHAM; and the oath prescribed by law baviug been admin
istered to him, he took his seat in the Senate. 
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