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TREASURY DEPARTMENT 

J(r. M.clll 

llr ..... 

1 p= ot f!dtnp M4 pra.pf•ttw 

a. -~ac -o1'1111111a -a. 1a ••• 4.eta1l u.. placo of 

ao1M \a. (.U... til. tueo t.poee4 • Uq'QOI', ~o ...t oleo­

-prtoo) to U. s-e41ato ...t aore 4b'-t Jed.eral w e\NOture. 

a.-· elp1t1-t of \be CCIDClut ... are M foll-1 

(l) l:lctoo ._.. a. .... \oc -\ocl 4uriq pnoUoalq ..,..,. 

c1'1Ucal period 1a J'ed.eral ftocal lllotoq &114 U.otr uUltaUao a..z-_ 

lq tba laot 4opNOo1Cft laYol ....... laoowaU•• 

(2) ~ U.. put flft 7Ml"' aoloo WM haft plqod a otptt­

lcaat 'but 4ocUa1Dc Hlo l n \be Je4.eral Ocrn,__tlo w ...,._ &114, 

wiU. U.. 1ac....,.e4 Tiel& ot 41rect tax•, u..tr rolotlft l.aportaoco lo 

cortalo to 4oclloo tunber. 

(3) O..orall7 ~ .. !dnc, ..,ho '-• oU..r \!leo U.ooo l..l!poee4 for 

r ecu.latory :parpoo• aro looo 4.eo1!'8lllo \!leo procreootft 41roc\ taxoo 

&114, oo tar .. pooolblo, oboul4 bo roplace4 b7 a OJOt• ot 4lroct. taxoo. 

Otllor c ... ld.er&U,.., bonTOr, po1At to \be 4oolralllllt7 of rotalolq 

••• ~ ot tn41root -UCD to \be p-•t tax otractvo. 

(4) a. rotCDUce ot • cloo tazM h ooooooltate4 b7 U.. fact 

t.llat \be b1'0114o111D& ot 41root \a. to ..-11 U.. ..U...t ot lDc­

P"WP• So DC\ t ... tblo (\1' OOCDc.lCalq juoUttulo. ~hO tazM, 

\lleroforo, - 'juotq bo aaolpe4 a pomuoot placo t.n th8 taz otNO­

ture, wi..., .. ""P9~to to \be lDc- taz u4 4ootpe4 1D part to 

bolotor ~roootao ~ bllt aoro parltnularq to ftp!>lact 41root 

WM co \be lower toe•• croaP•· 
(5) tto. caoo tor U.o ~-t 1DC1u1CD ot IIZI>ho - ln \be 

tax otruotvo lo tv\ller .-r.cu.-• b7 ccoot4-UCiftO ot r-uo 

ota11tUi7. Doartac periodo ot doproeolco ln41wi~o tn U.. 111-.or to­

•- croupo troca-tq llaYe a al.U.. or ao \uMlo lDc ... oa4 are 

\llu troe4 ot toe ... ._ Uullt\7, pro4oo1ac wi4o tllact.tlcoo to lo­

•- tax ooUootlCiftO, r...tortac \be o\UtUdac qualltloo of tn41roct 

'-" l..U.e, m•ble. 
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(6) Pr••t Ml4 uUClJ&hol uar-h.'-e 2.., • ....,al-h 

'02ooluole \he U..Uato aoleealAI ou.t.aaU• or -teo '-· Cloftra­

;,.,Ul t~meu .. laUlahol 02 aq ... -..,\he J'eolual Clemo.._, cblr-

lA« \he roo•t bproul011, 1114 talr to r.ala 3!G •' M14 111v4-. 

·-· too">l"• or \he badcet tw ·-· \lao, .... ralolae r-. roaulro­

-h »""pro ltoprooolCD ~lo Ml4 aec•oUaUac •- .......... "to 

ozcloo touU011. 

(7) -e.ll o _. •• '-• -o\ llo ollopouool wl\11, U -t llo -­

coole' that \he proo•t oJa\oa or -lo• tuaUCD lo olotlcl•t 1a \hot 

u cCDtalu • .-'bar or laollnolaal \&zoo *loll are laoqult»lo to 

tbalr 1oc14Mco, capla la aola1alo\raUCD, eo4 cetUctlae wUh other 

COTarca.,tal illpooto, wHhwt llotoc wbotuUal r.- pro4ucon. 

D>o oJa t• aloo cCDtal.oo other \&zoo, recolat01"7 1a cllanotor, *lob 

haTe ov.tUTool \heir u.oet'lalaooo . Io oooaocrca-o, \he alotloc \az 

otJ'IIC\'vo .....U llo ~ lllprOTool '117 tho oltatoatlca or \he lout 

d .. trabl e aolooo. 

(I) D>o roqulrool r...totCD or \he atoUoc -1•• \az o&rac\'vo 

oh01114 bo COTOrDool '117 OCilolbl"OUOil or (a) prcolocUwl\7, (b) 1Dc14Moo, 

(c) oqul\7, (d) -· or aola1alotr&UOil, (o) otfoot "POll OOCilcaiO .. te .... 

prloe, 8DCl ( t ) ottoot 11PC11 ttato Mol 1-..1 tuaUca, la tho U&l>t or 
pr .. oct 1184 probulo f'o.">l"e ....,_ oooolo. 

(9) a. \he llaolo or \heeo o ... otbnUCDo, 2opool or ooriala or 
\he ozcloe \&zoo, l"ODll:ool la \hroo wcoooo1To IJ"OIIPo, 1o roo-eedool ao 

follonl 
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s.-7- 1'Y 

(10) !be ahtluc \ax em.ctue coal4 be tvUier bpro-.ed 'both 

111 prol!uct1'YU7 AD4 ~ \7 117 •e41uc e\alutiiJ'7 pJ'O'fialODe oonrillc 
eerlain of the coc1eo \ax .. , .. toll ... a 

• 

(a) 'flo% OD otock aaloa ot' ti'IIDefero-to r-s>laco the 
pr••• \ax 117 challeiDC tbo W..o AD4 Llapoo1~~t; a 
1/'4 of 1 perc•t \ax d.otondlled OD tho ftl.~~e of 
the t....-u •. 

(b) !be 10 porc•t \ax • toilet proparatlou-to lD­
c1'DIIA tho11 'llbo pr-s>&J'o or paclrap toilet propara.. 
Uou 111 tho tan ln 'llblch thq ere to be eol4 to 
tho coo- for COIUI8JitlOD or ue. 

(c) 'flo% • Ucltot broken-to 11m t pr•111t lO porc•t 
rate to aDIII charpe Dot cocoedluc 75 c•h, a4 
to lnoraaao llw:h rate to 25 perc•t • ac .. e charlll 
..,. ... 75 c•h. 

(4) !ax • aolalulou 11114 c..-to -'•4 U.. UalllU\7 
for tho \ax to IID70D• ro~iblo tot' tho co1looU• 
of tho \ax bv.t tall• to 4o eo, 'llbotllor w111Ul.l7 ot' 

otherwlllo 

( • ) 'flo% • aolalulODI to a1pt clllk-to WI'MII rate to 
a tlat 2 porc•t of total aolalulOD charpe. 

(f) !!'ax OD eportlllC COOd.o l)r1tnc 1 h r-s>oal, to 4otlDI 
aoro c1oarl7 arUcl11 Uallll to tho \ax, 

(c) !ax OD ...Uo parta-prH11c ita r~, to be rnbed 
eo .. to 11ppl7 •17 to co.pllted ...Uo eoto , w1 tll pro­
nelOD for ell-nco of w.4rll Wll of parte. 

(11) !rho rocvJ.atoey tax .. (other tllaD tllou Ueted 111 Oroap 1 • 
tllo p rocedlac pace - "'ecvJ,atiiJ'7 \ax11 110 lODpr roqa1re41 ), tho ~ 

••t&r7 ota.p \axil, tho lldzdee1ou \axil ~~owl tho \axee • a11 11114 
1a1UaUOD hoe ahoal4 lie relained 111 the~·' ta etnoc\uro. 

(12) I11 tho nont of preeeluc r.......,.. aMd.o, tho ocop. of ••• 

tuatlcc coul4 coace1'Yalll7 lie utiD4e4 to ..,.erou c_,o41Ueo aD4 """'" 

lCII IIOt II OW taxed. l:owi'YIJ' 0 tho \axeblo 1\- 'llblch haft CJ' .. \11\ 

ri'YIIIIUe vro4uclllC vot•Ual1U .. cccollt of c-o41Uee AD4 11r'Y1c11 
'llhlch are -~ aoc .. elUee t o U.. _. ... of the pop'4latlcc. !l'axee 
l~~poeed UJ)OII thea w<llll.4 tall aoet bee'Y117 cc e~C~~Ct• of the posral&Ucc 

poeo111lnt; tlw l ... t ocODca1c alllllt7. WotwltbotaDUnc tho herolll •­

lained roc-1114&t1on tor 4ocraaaluc reU...co 'llpOD coc111 tuatlOD, alp\ 
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aholll4 •' 11e lon ef u. poed'IIUtUee et -'~.abc \e tntw u.. 
- -' of •-'" -- t.a a ... Metra-. -• ta.a h _. 
..-ptle!IK liT aUlleaUoa of - of U. --'" \aDe .. t.a eftM\, 
ror \llh Naeoa, if \lie lowe of ••• tM....a t.a U. Npea1 ef \11oM 
.~ ... _ ... , ... la ......., I wlln14 llaYe to 11e ...... a ~ o\ller 
ta411'Wc' \ulaa, \be lin of UlliN \ulaa ooa14 lie ntef,. to 1•1..._ 
'racwre u4 \..Ue ... , n41o n.u-, Wll4 .....,. = IIDI'M e114 4ee -•· 

(13) liD ole\alleol ooMiMraUoa h 11,.. 1a '" ' • _...._ \o u. 
......tatoll of .... Upr, '*'*-• u4 ol~• ~-•· tM "'­
U oa of \1le \ulae Oil llpr a4 tolleo.- an laa.oaW '*-• of \Mil' 
w U ea\Ulle!IK u4 etplnout poeiUoll 1a U. Nenl \as*'""""""· 
!be \as Oil ol-,...s.a. h of a awpl.atol')' •'-'" Mil h pn41•'" oa 
-nacel oouloleraUou of a~ ... wld.oll for .... p NMil' WN •' 

WYalv.\eol. 
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TREASURY DEPARTMENT 

..... AUG 31 1937 

.. ur. ~u 

,_ ur. Baaa 

SubJects !az Be?ioiOD Stud1oo, 1937 - ZEcioo Taxoo 

J., Inti"'ductlOD 

':'be tal<eo herein c oaold ued eonotltu te that crotr> ot tl'.::eo 

general}¥ d•,.bated u u cheo. In the reY.,.ue ll\n~ (!i lle• IV • 

and T of tho Re'f'eDUe .AQt of 1932) the:y are cll.ui1'1od a a mcnu­

facturore' uciu tal<oo, docuaentaey o\aoo)> tal<eo, t'.Dd nlacellMeouo 

uche tax... With tho ea=opUOD of the lmea l-ed on llcuor 

tobacco and olo_,-prino, tho dhcuaoion •bre.coa ell of the · e::- ' 

ciao tal<oo in ottect at tho proo.,t tt.o. !ftllo r:rov;p of l evies 

accOW>ted for ~~pproxia6to}T $538,000,000, or 15 .6 percent of interncl 

rrt.,ue collectlono in tho !local yoaz 1936. 

Speclf1callT, tho probl8 illYobed 1e tho doalrl'.bllity of re­

ta1Dinc in their preooat fora, or ln a modified fom, oome or ell 

ot tho .. tal<oo ln (l) tho ponaaneDt and (2) tho aoro l.mmodlato 

J'edorel tal< otn.cturo, nend in tho Upt ot ocOilcal.c yr1 ac il>lea 

and in the Upt of tho J'edorel Cl<rfol'lll!lent 'o rrtonue needo. A<:cor d­

incl.T, tho ~ll&tlOD of each of theoe lmoo t~ea cocnhance of 

(a) pi"'ductinv, (b) incid•ce, (c ) equit7, (d) euo of ndtliniatro.­

tlon, (e) otfect UpOD ec01lca1c .,teJ'!lrloo end (f) eff ect upon State 

and l ocel ta:a u Oil. 

:a, l!io tori eel l!&CI:p'OWld 

J.t tho outoot it abaul4 be n oted tb&t tho fXiot l ng axc1oe !ax••· 
Shm'cb •O!tk 4tprtei10D a4cUtl C!lt 1 mmmt no depr-: ture 1D lKerr.l 

tazaUOD prnctico. 'l!>.o hioto17 ot ucho taxation • a the Uni tod 

Staho 1o larpl.T tho h1otoJ7 ot •erc-o:r J'edoral finaac l.nc. !::e lse 

tax., han b e., collected almoet w1 thout eu~Uon durillC onJ'T 

erl Ucel pori od ln .IIMrieaD J'edorel finaDoo. 1!>e7 wore ""'!>loyod ln 

1791, in 1&12, ill 1S62, in J..S9S, aad in 1914. '!'heir introductloa l n 

1932 waa tbua ln eOftfomlty with well-ootabllohed pr ecedent. 

In tho flrot exporia•t w1 th uciao tazatlcm cOIIducted by 

J.liiX&IIder l!aDlltcm, tal<oo "" ill!'oeed OD Uquor, t obllceo, onu.."f , 

carrieceo, e41" at aucUoa, and OD 't'ILI'loua loQI.l inotruaento. '!'heoe 

lll!'oUo, enacted em t:.arch 3, 1791, ;y1elded ~~pprarlaato}T $520,000 b:r 

1799· !hroo )'001'0 later, with tho ed of tho redernlht adnillio­

traUca, thq were repealed. 
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aelae W.... wwe e4opte4 tor a eecoo4 u .. dlu'tac \be War 

ot 1112. b arUolee \aa4 lao1Me4 oarr~. wpr, llqa<>ra, 

~ tut,_u, beak aot•, 'boo4a, ea1ee at -u .. , - .,._ 
\ell ea1ee uo ... u.x.. • wta .. -.4 llqa<>ra. bir 7hl4 

rw=he4 a ert ot t5,000,000 lll 1816. ft\b \be ocatac ot poet­

.r J14'.-peri t;J' la 1817 all \beee U.X.. w.re r~ealell. 

Die \b1N ue ot GOlae \&zoe _. pr0'1"011»4 ll7 Chil War rne­

au ...... Die leYt• bpoee4 ll7 \be .&1:1\ ot 1862 11lcl'C14e4 llo••• 

u.x.. a v.ue, u.x.. • -.u ...t 41atllle4 llqa<>ra, w.rt-. 

leYiM ('11~ tllrll-0\'er \aM) • -..factur .. , - pro411cta. 

euMequat ~ 11Ne4ae4 \be aoope ot \be .&l:lt, the _, oa.pr ... 

Uo>elYe 11o1ac \be .&ot ot 18~. lcae rate iller ...... ••r• ...u 1ll 

1865 oatrtauac to \be $236,000,000 oollecte4 trca \bee• • ....,.., •• 

(aolui're ot 11lo- -.4 lDherUuce U.X..) dlu'tac 1866. Ill \be 

llGt tfiOZ ,._., hOINnl', \be qwt• _. sra4u&ll7 CODtracte4. :!17 
1170, \be-- 'llar4aecae U.X• were wit.bdraD -.4 b7 1873 all , 

with \be GNpUca ot \be u.x .. • Uqa<>r- t o'baceo , were .Ueccm­

tt......a. 

!ale wzo with lp&1ll _. \be llGt ocoael• tor \be a:panalOil ot 

\be 11l'-l \axee ...t tor • ....., .. 1ll rat... Ill 1898 llearl7 all 

rat• oa Uqa.or - tobMoo .._ 4oallle4, 8114 ~eclal tu• were 

t.poee4 • 'nr'-.ra, brolterw, proprleton ot \beaten, -.4 other 

placM ot --t. 1'-1> \an wore lapoee4 Oil leouea &114 aalea 

ot oaq>OI'&Uoa eecnartu .. , beak checb, llllla ot aohenp, tel41phcooe 

- tohe zb --· 1-• polloln - other iDau-ta, 
patct ...Ucta•, toilet artlolea, chnlllC - &114 win. In 1902, 

with \be pa .. lac ot \be -ccc7, allot the .. tu .. were r~le4. 

!ale tlt\b larp aoale -t.ellt ot azclae tuM 1a attrlbataHo 

to the 1forl4 war. • .&l:lt ot October 22, 1914, l ncr8Me4 the rat• • 

• beer M4 wtu - leY1e4 apeclal tazaa 011 bankera, brokera, 

\beetera - o\ber -..-t placea, tobacco ........tacturera aD4 t o­

'Mcoo 4oalora • .l aerl• ot at.p- ._. 8pplle4 t o w.rt-a 4ocu­

-h u .. u u o-euc - toilet coob· IIQllaequat rn- acta 

e44e4 tazaa • t1'88p0r'-tl• -.4 other tacllltlea of o-.erce, e4-

alad ... - a...., -.4 • a 1-c llai ot artloln af - oral cOil­

n~tUe. CollollUee r ubed a poalt 1ll 1920 wi th a t otal iD GOMO 

ot $800,000,000, .lfter \be war, -t ot theee \uM "" a11o1lahe4, 

ac~Uac tb<lae 4ealpe4 tor ~tor,. purpoeea and. t hoae l mpo .. 4 

• to'nlooo, aobllaalee, 41atllle4 ~lrUa - o\ber aloohollc bn~•· 

o. N•"M IFl•• M• 

Die llOe4 tor ~ral NY- dlu'tllC \be lut ~re .. lcm dlrocte4 

att.\le -• 110ro to G!Ciae tazaa, » a renU, ill 1932, (lln­

.&l:lt ot 1932, ftU• IT M4 'f) \hera_. -te4 a larp ~ ot 

-rae turon 1 ache - o\ber lllaoellall- tazea • en• tazea • 
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or1!>1DallJ' 11111ted to 01>e ;r....- w..-e, with acae a<:t!JIUOO>a, """ed 

la 1933, 1935, ud 1937. 1'1\le IT co.,..red a lODC Uat ot o-..41-

Ue• 1Dclii41D4 lubricaUDC olla, -tODObll .. Md !)&rh, ur ... tun, 

tollet goode, J..,al.r7, radloa, machan1cal retrtceraton, aportlDC 

coed•, c__., -tchee, C&lldT, ch.ftDC c-. aott dr1Dlao, electrical 

eaer&r, saaoliae, &Dd l~ortt ot ooal, crude patroleua aDd protacta, 

babar aDd copper. ~ alacellaaeoua croup (!itla T) included ta.<ao 

011 telegraph, talephcne, cable Md radl.o •n•a&e•, adl:liulono , 1atun 

aDd ti'8Dtfen ot atoclta aDd bcnda, deed&, a&Llet of 'Oroduce tor 

:fUture delin17, truaport&Uca ot oll b7 yipe Una: aate de,oeH 

b<lltM , checlat 11114 boata. lll 19}4, 1935, and 1936, the 11at waa en­

larpd b;r the edditlca ot euch u .. ae crude petrol...,, tire UlU, 

all.,..r bullion and apecltied olla an4 aeedt. The t •""•• on cheon, 

cazu~Jt, aott drlD!ta, J"•lry aDd boata ht\Te beao dlacolltlnuod. .Ul 

the reot , w1 th u:ceJIUOIIa ot a01:11 dea1D>ed tor rei!Ulato.,. purpotes, 

will eith..- expire or rOT..-t to lower ratet 1D 1939· Publlo 1leeo­

lutlon llo. 48, 75th Concr•••• apprOTed June 29, 1937. 

'!!he three goupe of IIXOlaea t:tm•riLllT claes1t1ed ae lll&llU­

tactu.rera• exe lae taxea, mlaoellaneou.a taxea ADd. atallp tuea, w1 t.h 

the ace,Uca of tho11 i~ed ca o:t.c.arprl.ae, alcahollc benraget 

an4 tobacco , produced appl'CXI<bahl;r $114,000,000, $}91,000,000, 

$552,000,000, $490,000,000 an4 $538,000,000 durin! the t1aca.l yean 

1932, 1933, 19}4, 1935, aDd 1936, reapeot1Tel;r. (lee Chart 1.) 

!heir relatln t.portuce 1D &Lll internal riTenue rou trca 2.S per-· 

ceat ill 1932 to alaoot a quarter ot the to~ 1D 1933 an4 19}4 but, 

:pertl;r aa a retult ot a reductloD in the taz rate ca p.aollne and 

in 'OIJ't beciiWie of the incr.,..• in the ;rleld of dlNCt taxea, de­

cUiied to 17.7 percent in 1935 aDd 15.6 perceat in 1936. lteterenc& 

to Chart 2 will reTeal t.b&t aciae taxM haTe plaTed a aiD>it1cant 

but deoUni&& role 1D the Jederal OoTe.-ent'a tax reT- dnriDC 

the paat tin ,._..., ~r r elat1Te is>ortenoe 1a certM• to de­

cUD! t;unher ...... without eddiUOD&l u.ltlJOC lllitlaUao. With 

a contlDued rite lD natlOD&l 1nccae an4 propert;v T&luea and w1 th 

the paa•ace ot tuttic1ent tt.e to Ml<e the 1935 eatate rate in­

creaeeo tu1l;r operatiTe, direct tax receipt• bid well to doer! col­

lectlODo trca the11 alacellaneoua aourcn . :rurthemore, 10111 of 

the more obJectionable excite leTiat, aa hereiDAfter iadicated, 

are libl;r to be llal ted in a cope 1t DOt wholl7 repe&Lled. .u all 

ITenta the contraat draWD '117 Carl Shoup in 19}4• to the etteot thAt 

•trca the reToaue atan4po1At the :Pedero.l tax o;vetea in 1929-30 re­

ambled thet ot l>lt:' end' llhereaa toda:1 it r•••blet that ot ..... ot 

the peat iDdirect-taxiAC cOW>trleo , )'ranee• h t;r!lduall;r loll&& 

itt ai~iticance. 

-t!.,ol'&Ddllll to the Seoretar;r eDtitled "'laaNtacturen' J:><ciae aDd 

Spec 1 al Tax•• . • 
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D. !he :lcoDOIIlco of l:zoioo !uu 

.lccoptod prlDClplu of \alraUon ~qld~ that 1D eo fez u 

!"racUce'blo aD4 llarriGC ~&l'lato..,. Nqlli.-ato or aoooo-nh for 

t!w beaon t of opocial poupo, a tu Q"8t• be conoio\ont with the 

ablli \7 to PAY priac~plo. Tho problo• h ~adil7 ~oolftd with 

reopoct to 41~ct t&Do. Thooo uo p~-d to be borM b)' thooo 

on who::a tbo7 uo l orto4 1D tho tint iDotaaco aD4 their lla.r4n 1o 

therefore 41otribu.ta'blo in accor4&Dco with pro4ohro1Do4 ot&Ddard.o 

of ability to PAY• With r .. poct to iD4iroct taxeo, hownr, tho 

requi ~Mnt 1o mro co11plox an4 contuo1~~&. Tho tax 1o l ertod on a 

co..o41ty, oorrtco or priY1lO&'I• WheN t bo bw:idonco of that tax 

ult1Mhl7 falla h not al~ clear or p~cta'blo. 

In t;enoral , H ~ be IBintahwd that tho obl.fUJ\8 of tho tax 

'llu.!'Un will be at a mn1••• in tho caoe Of thO II C0'-041 t1u for 

whlch thoro h a rolatlftl7 iaolaot1c ~. and tho price of 

whlch 1o not oot b)' .onopoliotic con41Ucno. 'l'hio broa4 cateaol'if 

1ncl w1oo tbooo 001111041 tioo which are ueed b:r tho n et mo,Jority o! 

the people an4 b)' Yirtue of that c1rCWDetacco uo Clli)able cf pro­

duc1~~& t he creatoot ..ount of ... ,...,., Since theoo uo uticloo 

1D coliiiiOn uoe, largel7 con~UMd b7 tho lowr inco• claooee , .cot 

exc1ae ~ J..xea are regraaei'f'a in effect. 

On the llaole of a cono1dorat1on of their 1nc1denco aloao , it 

. .... cloo.r that oxcho t&Do uo looo deoira'ble than ro eo1Yo 

dJ.Hct tazaa aDd, eo ar aa poae1 e, ed 
tem of 41~ct taxoo. The ouboti tution o &441t1o 1ncoM t..,..,.. 

\ion for excioo tax roYenue 0&7 bo achieYod b)' lower\ n~ oxecp\iono, 

b7 i11creaol ne oz1 otin& rateo, or b7 both. Tho firet of tbne would 

ten<!. to place a 'llu.!'Un upon thoee wbooe tax bill h """ al<;.Oet wholly 

confined to indirect taxoo; tt.o oocou4 110uld ohif t it fro• tho low 

incor>e crc>Up to thOIO with higher iiiCOIIUo liDco, hoftYOr, oubet ..... 

Hal loweriD« of oxeq>Uone to roach tho d&lloot of 1nco.,.o 1o not 

faaoi'blo or ocononically Juatitla'ble, it followo tll&t , fro. a otan4-

point of incidence, tho repeal of excioo taxeo cannot be oounhr­

balancod merely by an increase in the ineoM tu ratu. a.ch an 
att111pt r.Ul , of n.ecouity, involft tho oh1ft1cg of tho pre11nt tax 

~n froo tho ehouldere of tho poor to tho n14dlo clao111 acd tho 

woll-to-4o. 
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Pre~l7, 1t penoD&l iD- tuu could be uteDdecl d.o..,._ 
~ to reach loweet bloo .. ~. the principle of ablli\7 to 
~ could fill4 •tlef&etoi'J II'PllcaUo... Practioal co~>aldaraUoDe, 
bo-"er, OOI>q>ire t o rell4er \bat COal Wl&tt&lul>le. So .. reclucUODe 
1D lll.co .. tu ~Uou could be effeota4, to be oure, but the :gro­
caeo 11 DOt l lloal7 to be carried to a et.,;e w!wre H will .,,tend 
the oparatioD of the abi lity to ~ priDciple to the lowaot etrata 
of the eelt-~rtiiiC populatlol>. lD ,.l .. •of that fact, the aboli­
Uon of all i1>direot tuao 110Ul4 be t&~>tUOWlt to the remoYal of all 
tu llurd&D froa the loweot i1>ooae ex-oupo and, incid&Dtally, eo11e 
f~ the b1c)1er i1>co11e crcupe ineofar " ' tbe7 co~>tinue to con""'e 
pr&Yloualy tued co-:odltloo. !be latter h partlc:ularly ol&l>ifi­
O&Dt durliiC period& of dapreooiol> who1> lDdlviduale in the eo-nallod 
1~r lncoll& Cl'O'IIPI8 &DJ07 no tuable iDcoiM and are tbua freed 
of 11>co11e tu llablll ty. 

!be indicated UD48alrabillty of u.cloe tu ellaiD&tloD, ~ 
t ether with ih IICOO-iiiC 4aetNOtl1't effect upon hUJNe otabillty 
neecla 110 U.Onetration. lD coneequeDOI , •mteo ''D' MT be rige4 •• 
iwmle•pta t .o the tpmM tg. 4ea1c»-e4 1D part. tp Mleter 4epnee1Qn 
I'I!''P' ep4 mmplgt tpre• ,,,,, gp thf lpnr 'ncaR' P'Pw'• !hie 
procedure h DOt llll:al;r to lead to oel'loue ineqv.1Uu. CoD.uaptlon 
in the lo"r 1ncoll8 D'O'!Pe h •1rtuall7 ldenUcal wUb llloo•e. 
BarriJIC inYeatMDh in ineur&DCe poll cleo, ..,in&• are practlnally 
noau:tatent. tllder nch circuaatan.cea, a qatw of e:p;;iet t•y•-
ttgp wt4e ip IGQP* tpd fairly upifpp, fp IIJtrltx whiCh aima tO 1mpOI6 

& burden proportiol>al to the YOluae Of COD-tlOn &l>cl by the .... 
toloen proportioD&l to the YOll>ae of income h daalrable. 

l or theoe r-..e there 1o 110 eCCI>OIIiC defenoo for ell!Dlnating 
excioe tuae .-arily, but !'lither thero 1o Juotiticatlon for lnqui r­
iiiC into each of them wHh a Yi .. to e.ocortainlng their relaU,.. 
aol'lh. In the Ught of the 4aolrabil1ty of e.chiertng a tax otruct=e 
oonoiotent with the abllit:r theoi'J, it eHcto aclYioable to tlrot ~•e 
the typee of c:.-odltieo which are tuac!., acoorcling to the ll>cODo l eYele 
of tholr u .. ro. 

lA -•ral, ao indicated in Carl llbovp' o prni< ..aly cltocl ...,.ran­
c!.>a, llll01oe tuae fall into fCIOZ broad catecol'lu: 

(1) !uae OD articl e o that aro uaod alJioot excluobely b7 the 
wealtll7 (1-• of bozeo, cluoe, a4nleo1ona to night club a, 
etc.). 

(2) !azao on article• in u oe b7 the m14dle claoaee to n con­
o14arable deer" ao woll •• b7 the we&lthT (a4nioaioDO, 
caaerao, refriteratoro, etc.) . 
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(}) fax" em r.rticlee i n pner.U uae b7 aU clune ..,~• 
tile nrr poornt (toilet articlee, p la;.riQt; c.....U, etc.). 

(4) ~·• on neceeoitiee uaed b:y ell cl&eeee (matchee, ·~· 
.to.). 

:&ecauae <d He u.ited O.,"l]lllcau on, the tll'tlt o! tlle .. crou:!ll 

cannot 71e14 ~err INCh rn-. :rr ... :poi.At Oil n ... <d procl.w:Unt7, 
attention therefore IIU8t be cUrected toooa:rd the oU..r three GZ'OU!>•· 
OD the other hand, ocaai4erationa of equit:y point to •election on 
another baaia aod ·~•t that the article• ••cr~ted tor taxation 
ahDal4 include tirat, luzuriee, an4 eecaad, thoee caococl.ltiee ahooe 
c001e1111pUOC it 1a 4"ired to recvJ,.ate. 11.-.~er. th& elllliMUcm <d 

all acbee ac~t thoee lened oc th& ato .... ..,Uoned two t71'8• ot 
arUClee WCNJ.4 I.A"lTe the lOll of th& Sl'e&tHt 1)&rt (d the 

$581,000,000 l'nenue 4er1Ted tr ... II&IIU!acturere•· ache, 11lecella-o 
neoua an4 etamp tax11 4url"4!: the calen4&r 7a&r 1936. Ullder nreaent 
circu.etancee a procedure inTolT1Dc eo &r ... t a loll of rnenU. le 
not 4e .. ed adneable. lnete&ll piec .. eal rmalon IUJCIIh Heel!. 

'!'he conei4eratlooe SCTerninc web renllon ..re oner11l, . . l:'hul, 

in the oaae of &ft7 apeciflc tax 1t le Ulport&nt to inquire into 
tho &4a1nlltrat1Te problema ourrOili>Unc it. 'l!hie ie partloularl7 
true of .xcioe t.ueo becauae of the nuaber and dlnrllt:y ot coc­
:!loditlee and eerncee taxed. llo catecorlcal anenr can be cl....., 
aa to whethar thq are a4111nlltratlnl7 4ealrable. s ... preo81lt 
pre.cUca.l17 no edminletrat.1Te prcblca. Such 1a th& cue rlth 
the tax on p.aollne ealeo where 1,100 returno repreeent onr 177 mil­
lion doll&ro in reTenue, or about $161,000 per return, with practi­
cally no en4811Ce ot eTaaiOD or aToi4ance. 4t the other extreae 
ca.;· be aentloned the tax on turo 71•141"4!: a · Uttle OYer $} ,000,000, 

pe.ld b:y 1001 2,100 taxpa;yere, and caua1"4!: cooet:~At inTestlpUoo 

and 11 tltatlon. 

CoC~>hance must alec be taken of the pcosible conflict of 
theu Fec!Aral taxel rl th other J'ederal t&zeo Gnd oapeclal.lJ' m th 
T&rloua State and locAl taxee. J'ederal-State fher.l rellltione 
ban reached a resrettct.bl e point <d incoordinatlcn. :lluriDC th& 

paet 25 :yeo.re both the :Federal tax e)'St .. and those of the eeTerr.l 
Statea ban eTolTed bapbazardl:r w1 th011t reprd !or one another. 

FrlcUon with reference to the 41neloo <d tax e011r0e1 and SO'f'ern­
oental tunotione and with respect to the taxation of each other'• 
lnatruoantalltiee baTe etralned le4eral-State fiscal relr.tione. 
'!'he ccntributlone <d rec81lt Je4eral ccbe taxo.Uoc in t hi e coc­
nectlon ue e8'08Clall7 ilroortant, tor, ah1le the Stahe N'e pre­
pared to recotli>he thnt the iotecratlco of aw:h illpertant •ttel'tl 
ao income taxation an4 goTernaental tuD.cti~e ie bard to reeolTo, 

the7 are leee chnrltabl:r inclined rlth roepeot to the recent 
hderal t.axeo oc 1A4lrt4ual c..,..oditleo which, the:y cl.Ab, react 

;q>on c..,er.U and eolec ted State ealee taxee but ban eecon4&17 

rennue elo:>iflcaDco t o the !'edoral GOTe......,t, 
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OoTo!'Dllctal requir-to aro uoual}T la uo.oo ·of •atlabla 

roYI"""• fbla la trur today tllaD lt baa bee .. ar 'before, file ...­

cat ~raaaloc wl\uaaod tbe axp&aaloc of -. loTa~t aamoaa 

b.,... <lw'lDC preTlOWI depreaolOIIO and tbe 1ll1\lat1oc of &II n-. creator 

~uactlt7 of cew aarTloaa. !b#ae bld fair to r.-.111 pera&D4at faaturaa 

of the lodaral bwlcet, Ill now of tbat faot, there la little proepeot 

for HTacua aba""noa 111 the c•.r tlltura, &114 while the cocclllaloc of 

Carl ~ to the affect tbat 

• In cenaral , tuaa 4leouaaad 111 thh ... raadlaa ahould be r ... 

t&lcod 01117 1A u •erc-o7. raw, tt - · of thaa are entt­
abl a f or uaa aa pe,_...,t e lOilonta 111 th.o naoal qat•. • 

ahould be &114orMd, that n4oraaaont .., .. t ba taa>erod .'IJ7 a recopi tloc 

of the u .. •l-et wi.....oh ~ be lmolTod 1a the paul.~ of tho 

' •erc-c7.• P•4Uc tho puoa«o of that • -rcaaoT, 1 a wboloaalo &114 

~o4lata 4laoar41DC of all o:mha tuao woul4 ba 111 &4Tha4. I~~ataa4, 

pru•t attentloc ohoul.d ba dtraotod to ptao ... ll&al reThion, to the 

au.tnatlon or 1104lftcatlon of tho10 tuaa wldoh are l••t d .. trabla. 

I n that ......,... to.oqutty cube aar!<KlT 1'l4w:e4 without a aerloua lD­

pairaent of ,-.yenu,e. 

ao- att&lltlon ahoul.d alae be AoYotod to the pooolbill ty of iiii!PO ... 

tnc oxcho taz.oa 'IIPOJl oo-.4lttoo &114 aOrTic" DOt DOw tuad with a 

rlow of ol\hor .u,ppl ... uttac or wppl&lltlac pnaout reTe,.. ... 

!o roeapttulata, t ho ooleottou of tho T&ricua oxclaoa f or rotonttou 

or repeal ...,, of neoouitT be co•orna4 b7 tho fln conatdoratlono bar.. 

totore diacuaoed, D&Delr, (1) producttrlt7, (2) lnct&onca, (J) aaao of 

e4ainlatration, (4) offoot IIPOn oconoodc ctorprho, &Zld (5) eftaot IIPOll 

otbar lacloral &114 IIPO"' State and local tuaa. J.aoor41DC}T, ln t ho fol­

lorinc oactlon each of t boaa o:mho tuaa are -ned tn tbo llcht of 

tho abo•o anaDOratod cono14orat1ono. 

1'be acc001p&1171ac tabla pro a onto the tt... tuad, toBOthor wi tb the 

ratao and ytolda f or tho ftaoal 7oar 1936, 11>4 oatt .. tod )'lolda for tbe 

!heal 71aro 1937 &114 l9J8. 

Jor 110re detailed dieauaaion of ••cb of the tas.a. aM ARPP4'J 4, 
betDC 1lleporta of the lollooall&llocua '1'~ llll1t IIPOn the B1ato1'7 ud /qt­

pltcatlon of Tartou lollaoollanooua !az8a1 praparacl b7 tho~ of 

Internal aOTonuo at tho roqueat of tbo Dl•talon of leaearoh &114 ltatiattoa 

and aubal. ttod on lloTolllber 5, 1936. 1'boro ara eoct&lna4 thoro1n 4otodle4 

anol7au of the otatuto1'7 baclrcroUI:Id, nu,.... )'told, ecouoodc baata, 

contuot ud ada1111atratlon of tho aOTaral tuaa. !loa atu4loa aro prl­

oartl¥ factual, ~etdnc the hlatorleal 'bacqroUI:Id of tho roapeotin 

tu .. , thatr ;violda, tho ...,ber of to:q>qora oonoornod, aothoda of &TOid­

anee uttlhed and the a4alnlatrattn probl•• •C0111ltorod. Cb tbo buia 

of theae &AO}Taoa, a oorloa of roe-datlona wero otf11'14. !hoae ....,..,.. 

mendat1ona t or.ethor with the hriiU'a oJporlaJICI with thoao tuaa wro 

r•conai4o:re4 iu tho Upt of tbe aooDOaic &D&l¥••• l n tho praaont _....,.. 

duD, tho ftllal ttcdtaga belDC tho concluoiona cited on _.. 27-30 below. 

Attention ia called t o the or4ar of tho anal7ela. 1bore poaoiblo, 

taxee on alailar com.odi t.•• or aerYlcea, ••t•• auto.oti•e, .a.iae1oDe, 

doC\IIIent&r7 ataiiPa, are tr•ted tocethor. In all other oaaoa "" atteapt 

bao been M4o to treat the indbiaual tuaa iu the ora.r of their ll)paiJ'­

I.Ziea in tho law. 
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•. .,,, ,,, c( t.bt Jp41Y'4pr:l ... 

1. !be ••- u ... 0raap1 

J'raa \be pols' ttl n • ttl pro4uoU n '', \lao s oe t iD!>onea\ 

11""'1P ttl ao!- 11ft Uo.- .... oee4 I.A41notlT ,._ \be openUGII 

MIA 4irec\~ ,._ \be ....,..,tv., pi'OIIMU•, lllporiaU• or Mlo 

of ••• ....a.iolM MIA ••-u.,. ;procllaoto. lln• is ma'bor, \be 

71•14 of tbeH lnioo briDe 19)6 ...__ trea t39,000 is \lao ouo 

ttl \lao \u ....-.a ,._ ..,.ollao no-...4 trea Mtual ... t o 

•1n,ooo.ooo ,_ \llo .a u,o..a .. ..,..u .. oa1eo. 

~ ••-u ....... a.u.u­
Jl.-1 y- 19" 

I ........ 

' (Ja 't=·r,, 9( h1 Jm) 

QMoUso, Mloo !/ 
IIMOllH, neuewiA ,_ •• a1 ..,. 'JI 

jat-'llM -.4 ••=• lw 
!nolb, .... 
JAa'-llllo _..n • . ole. 
~,... ...... 

to\al 

Ial'brioaUac o11, M1oo J1 
~ot&l 

ONU peW.~ W:.J/ 
ONU pe~, poooooillc or rtlftDbc J/ 
On4o pe\1'0~ .... ....... !/ 
cnu peW.~ \nsn•an&U• (Iff, 

..., pipe Uao y 
lo\ol 

tl77.3'10 

" ...... 
J,OOO • 
J,UO , ... 

• ,_..519 

w ...... ~ 
• 27.1.0) 'jj 

·= 7.161 

• 11,017 
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(l) Or.ool1no oaleo: 

'!!be aoot ~the of \he cc1 .. w.x .. her" IIDClor cODo1cl....._­

t1011 1o \he 0110 coot tllallCDaj!e lo'l')' lmyooocl. on tho oe.lo of (';Molino. 

'l'M tax 1o ~lo 1>7 \he procl.llcor or lmyortor 011 \he oale or uae 

of GUOlino aDcl.,... oriclDOllT l~ocl. 1>7 SecUoo 617 of \he !nenue 

M:t of 1932. :tor \he latter hAlf of 19,, (JIIDe. 17 to l*•'bor 31) 

\he rate woo teaporari}T iJicl'ouocl. to lb c•to par Gallon 'but olnco 

tho oncl. of thAt yooz hao 'bee coooht•tlT 1-ocl. at 1 to lD1 tlal 

rnto. Colloctiooo eaounhcl. to $203,000,000 1n 19Jii. $162,000,000 

1D 1935, ancl. $177,000,000 Ia 1936. 

'!'he p oollno tax, bOlD;l colloctocl. at the relaUYo}T f.., cl.lo­

trl'butlOft c•toro, 1o oaol}T aodal.11iotorocl.. 'l'ho :aur- of Into....U. 

Ro•onue roporto ool;r alnor att.-pto at taz a.olcl.anoe or naalon. 

'l'h1o, topther with ito hld> proci.W>Uwit;r, roncl.oro 1t "cl."ln.'blo 

OOIU'CO of rocl.ornl rn-. Other cooolcl.oJ'I'.UODo, IIDWner, ,..rtlcu­

lar}T tho -ltude of otbor ~mt•otho tazoo t\Dcl. cODfllct n1 th 

other locl.or&l W.Xoo oncl. w1 th State oncl. local l•wito, ohoul.cl. bo 

n1&bocl. boforo J~t 1o puoocl. em \he l""':'f1fD cl.oalrablU t:r of 

thlo tax. 

'!be 1nc14•ce of \he &~MOlino tax 1o 011 \he aotor tuel COD­

o\111\or and while, accorcl.ln(! to ecOftomlc llur\'e:ya cacl.o 1>7 \he PetrolOilD 

J):OD..tco 1)1\'ialon of tho lhltocl. Stat" Bureau of U1noo, t:neollno 

coaOllllptlon h&o not bHil ecl.nroe}T atfoctecl , 1t ~not be out of 

orcl.or to lnqulro trhother aotor •ohlcle uaero ae a cleao are not 

axcoo&lnl:r 'bu:dooecl.. It n1ll bo rocallocl. thAt 1n ocl.ci.1Uon to tho 

l'ocl.or&l lortoo , tha:r oro aloo OJUbjoct to State ro,dotroUon fen, 

State Mel loet~l geoollno taxeo and cl.rinro' ponalto which, colloc­

tiYol;r, account for approad....,tol:r $1,500,000,000, or l/10 of all 

Focl.oral, Str.to and local tax roYonuoo. It, on tho other helle!., 1t 

1o hold that automotl•o tnxoo &ro 1:pooo4 oolol;r for tho bonoflt 

of hlp.:r uaoro then 1t 1o I.D!>ortant to rocosnhe that annual 

hl£11...., oxpccl.ltureo 1n \he Uhl toe!. Stotoo uo otlll 1n cxcooo of 

tho ;yield of tho nWIIeroua t\Ut..,otln taxoo. 

Of 1...,ortallt all;lllf1c:enco 1o the coafllct d>lch ~ bo pre-

8UID04 to fttot between tho rocl.oral tax Oil GMOllno oaloo and tbc.t 

iapooocl. b7 all of tho St.. too and not a few loct\1 c<JY0........-1\IAl. to. 

State taxation of (;Uollne wao 1n1Uatocl. 1>7 OroCQD ln 1919 ancl. ...,.. 

raplcl.l;r acl.optocl. by all of the other Statn. !!~ the ratoo ranee 

tr.. 2 cento 11or plloc ln IUaoOII.I'i, an4 tho D1otrlct of Colll!lblt\ 

to S CIIDto in- rlorlcl.a. In ooao of tho Statoo ocl.cl.1t1ocal lnleo 

uo I.DI)ooocl. by oCNDtloo an4/or c l tleo, not lnfroq\!M\tl:Y brlnt;lOG 

tho total t;all0Da4;e tax ln cxcaoo of lO canto. OuoUno taxoo lll>.vo 

thuo acqu1ro4 a p r..tnct place ln tho rOY"'"" ot ..... tveo of Stcto 

g<>n.,.onto , acoCNDtl,._ 011 tho anrft€0 for a thlrcl. of all State t..: 

rocolpto. 11! th thlo oourco of ro•- ae prt..ar:r oOCIIJ'lty, State 

goYOrnD..,to hAn leiJUocl. onoral bUll• c!.ollaro worth of hl~ 

'boccl.o, apprar:1aatol.T $3,000,000,000 of which aro """ CNhtandlnc, 

.mo .. nocooaar:r oorrtolnc procl114ao \he pooolblllt:r of State with· 

drowal tl"CCI tho poollne t&Xl\Uon field. 

Regraded Unclassified



( 

( 

- 10 -

Whil e tho !>UC!>Uon of tllio fhld ot tuaUon 'by U141 Statu 
eODllot 'be d.,ied, ••• crecl ... co ""'¥ 'bo aiY., t o tho cont1111Uan that 
tba lmyooi U on of U.o 7odorel loYJ h a c luai ... l7 tor tho bonetlt 
of thooo taxed, oinco ito procoode are looo thaD ~uato to fl ­
...., • • J'oderel lllcbwq cranto to Statoo. '!he arcaamt thAt tho 
qat• ot J'edoral aid wu nll oott.'bUollod 'boforo tho 1~oe1Uca 

of tba J'edoral loYJ end t.llat it 1o pr..Uoated 11pca tba naUca•o 
interoot lD t;004 r0114a for pootal aD4 a1UtarJ JI'U1>00••• 1o •-­
abat nol<ced b7 tba State•' UDwilll.JIGDou t o roli.Anuloll J'odoral 
lllcbwq aid .,.., th~ the ndicaal OJ'I't• ot roodli-.;, bo eald 
to 'be .ol8([Utol7 ootabllollod . 

Coaeldoratlan of all factoro lnYolYed poinh to tba edno­
ablllty ot II!'J)ral olnfl tho ~• for the J'odore.l paol.lno tg w1 th­
ou.t r eprd to tho o,._t., ot U11Dto-1n-&1d. Slnco ito iiiJ)oeiUca 
waa predicated upon ... r~cy conoidorati on• and with tull rococ­
ni tion of t he proOIIJ)tion ot tho tiold 'by Stato ~ornmonto, tilt 
1'1'1 thdraW&l ot tho J'edorel CloYornment !rca tho field ohould be ro­

·t:>inecl u tba ulUMte o'bJecU ... tthen !heal circUDatancoo Ml-.e 
ouch a o t op hui ble. In the 1nter1a, tho continuation ot tho 
VedereJ. tax 011 I!!L!OliDe eal.o &PPw.ro to 'bo doolrolllo. 

(2) Qyplipo prody.ced f.- natural w : 

(3) S&l• of crudo ootroleap: 

(4) Rotiniy: of crude notrol-: 

~· thr .. ent~~~ornted taxes wore orljlinally enacted ~on t he 
reecx=end&Uon of Secretary ot t he Interior I cl: .. , in conJunction 
ni h that pronelon of tho l!Atlonal Induatrlol lleconry .&Qt , nhlch 
prohl bi ted tho sll1poo81l t ot petrol- or 1 to product. ln a cou of 
State <NOt&e 1n lntorotate aD4 forelll" c-.orco. '!beoo tuoo ... ro 
claarl:i r e(;Ulatory ln character . '!he n.too " oro tlxed orlclull7 
At l/10 cent par barrol ot 42 pllono, lN.t bon olnco bo., reduced 
to tho noa1Dal rate ot l/25 ot 1 cont. Inao~NCh u the obJecthoo 
ot then l onoo, tba control ot oil production aD4 dlotrllN.Uca , 
hoYo boon declared unconotl tutlone.l, no nocoulty ....,._. ... tor tholr 
contlnuaoco. 'l'Uoo ouch u thooo e~~tor into indu.ottiAl coot and 
GOD•rAllJ rooult 1n an lncreaoo i n prlco to coniUllloro. !rhelr ro­
groooiYo DftufO, t o,othor with \helE outliYf4 ut i litY 1\0 roCUl&tor,r 
aeaouroo end thoir noclip blo rn!!!\lf llold, contr1lN.t1DC durlnc 
t~36 onl7 $1,000,000, point to tho dooira'blllty ot tholr oll~lQitl ap. 

(5) Aat aao'bllo !!Dd AUt O t ruck chi\Ooh y4 bo41!0 !!!4 •otorcygloo I 

(6) Jpceooorloo t or .utoaoblleo, truc2 and :sotorcl!?lto : 

(7) 1'!roo &!!d lnnor tuboo: 

'l'heoe throe H•• rcpr os ont an annual ronnuo ot &!l!>r=bahly 
$100,000,000. apooifl ~ 1\ttentloa 1o called to tba l oYJ .., ..,,o 
trw:lco, ytol41"! aJ)!)r oxl. )to~ $7 ,000,000, which t.Ma to bo 
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tocorpon.ted 1D tellln.c ~rice AD4 there~ becooea a cost o! 7ro-. 
d.ucU oo to &ll tncl\lltry utlltdac mto trw:..'3, e.!feettc,c the '"lrice 
ct mrloua WLrelat.t arUclet. !!ott ot the other lte~ l.n tl~ 
CJ"CJQ;t, ho.rr~er, baYe prOTe eath!acto.ry tor tax JAU'!loaea. ror 
t he 11"t part th4y are borne b)' thoee abo Ult the erl:tcle11 o.n4 
lm.•• not &ttectecl the laduatrlet ad•entl.T; ~er·e M.e been little 
~ e~lon or ••o14aace: and ~ ooet of o~ltance baa been 
~oderate. 1!hete t.azee M:/1 t herefore, be r.o0Mitrl1deci tor con .. 
l hav.ance. 

4Uentlon ahoul4 be 41reote4, h<mntr1 to the po•dble ellc l­
natloa of t~ t.u: 011 autcwoblle l)U'h u4 acce11oriea. .A.lthCJUdl 
t.h1a hs h fairlo' prod...,Un, 71oWnc aMua1)¥ in -••• ot 
$7,000,000, lt hao certain obJooUOftllhlo foa~oo In ~t lt ,...._ 
tle.ll;r IN!>lle&too U.. tax 011 c~loto4 cuo. It ~ tina bo ;,..,_ 
dder·e4 u • tax U!'IOD the aitfortUDH fll a •otortat who f1D4a lt 
n.cea..,.,. to replace ~ or trOI'ft-OUt ))Q't•. fheae eon.stde:ra­
tlOilo, t-U..r ritb tho facto \hat tho tos h 'ri400J>reod in O!J!>ll­
~tl cm ODd. inYolYee a4atohtraU<re 41ttlcultlet 1D connection with 
t.he clalaltlc.aUoe ot 1})4'Cltlc arUol.M u au.taaobi.le !)U''tt or 
aecouortH, 4-4lnc upOD oboU..r INCh o.rtlcleo aro ~to' 
~ted tor the ue ot antaao'btlet, wct;e.tt the a4rlaab1Uty ot 
l tt eUalDatloa. AUenUon, boweYer, -:r bt 41rec;ted to the 4e­
a1rablllt.7 of Do4.1f1caUon ot the ~•• on. aut~obll.ea aztd trueD, 
prlearll¥ with the JIW'l>OU of lncludlM trolGI!t tralloro ap4 
tttQton lA th! 4tf1pttlon ot tutoeo'blle tJ"W?lq: and, d:al l&r~. 
for ipglndJp« w••wr tra1ltrt in t he 4tf1n1t1on of ll&aaewr 

~toaob llta. Stt ditoualior\ under Section r-a. 

(3) l!alo or u .. cf lubrtcatlDI! oUt 

'J'd t taur cent e:all~ tax em l\lbr1c&t1A¢ oil d..""Lte3 f ·rc::c 

1932 &D4 h ~roduclng "ll!'raxi""'hl¥ $27,000,000 1)0r """""· It 
dw.'btl .. a at'teott the JJrlct ot the CCII:Ciodi t7 Md h thua .:elsht·ed 
aceJ.ntt the p:oerAl pubuo. !bert h no direct contlict rlth 
other ~ede.ral taxet, thO\l.Cb ctrWD of t he Ped.ere.l to..--;es h.·\'1'1 511!­
tlcl.,t b~ upon lubrlC6tl0<1 oll to b o conol4oro4 ill connoctloo 
ri tb tbh tos. 

se ... ual St..t .. haYe 1apott4 tc.e forD of ucltt ~ em certe.ln 
t,Jpet ot olb. BO'I'e.,tr, 110 1Dton.atlon h ~'Tt'ilable rec-rcllac tU 
utmt to •bleb t~oo state tosoo c~Uct wHh tho 7odoral tos. 
!be Internal AeYenu. Jur..u roporta no a4Dln1ttrat1Ye dittlcultiet. 
ln Ttew or \heee cona14entlODI 1 t h concluded tho.t co isle41Ate 
neeeesl t:r eziata to~ re'!)...Uft.C the t..s em the aale or u.e ot lubri­
caUuc olla. lt 1a eo-re proper)¥ clM .. 4 wUh tbat c;:rW!) o! taxea 
"blob ehould -recel•• ODl;r eecon.d.6ry conlld.er•tlon. tor ditcontlau.­
Ntce. 
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i 'l I~orts of crude ~otro1oua. <!!011ne. rt!ined netro1~ . •At 
prgs!.uptt: 

# ·~ %'Aete t.axu, .ira" 1ntro4'.U:ed 1D 1) }2. !)!"eaent no t;re."\ttr 
1ne~u1 ~1eo end produce no ~oro a4Dinio~rnt1ve 41t!icult1e• ~~ 
do the other a.utCCiot1ve ~uea. Cont1d.ere.Uon, honever, JJllo-J.ld 
bo c;iv., tlw fact ~hilt th~ nq 9ro,er~ be caued "" c·.u:t0l:1o 
dutioo rather thon oxcioe taxeo and ~1t thore!oro bo trcetod 
under tbe tariff J.an, rue, t<>«otber ulth their """11 revenue 
yield, l)Olnto to the dooirnblli t;r o! their dhcontlnUMco nO.,..!!li­
c1ae taxet. 

(10) ;Tanaport ctlon of •ru4• potrolrum by ni~e line: 

':'hia to.x l'l'U firot ili!J)Oted in 1!)17 at tho rete of 5 percent, 
incroaaed to 8 percent ln 1918, tn4 r"S'ealed in 1922, on~ to be 
enacted anew at a 4 :percwt rate under Section 731 or the ::tevo:tu. 
.t.ct of 1932. It 1o ~1t b7 tho penCil\ turnl.ohinc tho trano,or­
t ,.,tion oorvice. !rho pi:pe u ... traooportatlon buaineoo 1o en into­
ual 41Yio1Cil\ of tho oil eD4 cuoUne indu.ot17. \"aa greater »art 
of crude pet rolewa U<!Uid :prodll.oto prodll.oed or boported into the 
United Statee h tranoported b7 pipe llneo. Crude petrolWl'l l'nd 
ito U<!Uid product! are wl>Jected to A .,.,,rlet7 of State end loc&l 
t~eo. !here baa boon 9racti ca117 no o't'aaion or avoidance ot tbio 
t~ and the tax hao not affected the uu of thh meana o! tran.,or­
tatlon. Ito ...minhtl'etlOD 11 relativel,y olli!J)1e aod the coat of 
collection 1a belieTOd t o be cocparativo1y low. In Yiow of th••• 
conoidorntiaot it may be rtoomoonded thqt tho tax on ~ino line 
tranaportat1on be cant1nUfd. 

II. The Orwn o! Me1•w1ona !axet 

'l'axoa "" adaiuiono ere "'11 ootabliohed in the Federal t3X 
oyat•, ha'Ying bee collected llftlnterr=tedl,y al:lce the t'orld t'ar, 
and at preaMt repreaen\ approxiMt·elT $17 ,'X)(), ()(X) i.n ann'\U!.l rove.nue . 
.&4oloa101lo to "Olaceo of _...ent are 1\loo wl>Joct to t<>x>\tlon l>:r 
a&n:f State sovenmanto, .Ul MUOe:>onh are s,mJoct to tc.:-.t'.tion in 
Cll\17 c..,....,tlvol,y r n Statea. !rheoe ere !!haiui!'!'i, llortb Caolillll, 
Ohio, p.;,.e:r1'ri!Aia, South Carollu, South Dai!Ot!>, ut:>h, l:aal>i~t;ton, t:l~ 
t:eot Tlre;!.AiP, IA tho ca .. of .. bout 30 st .. tea ad:lhsiono taoo ere 
ltaited to sucll a"Oec1fic elM••• ot e..ruaeaents a.s Ooxin..:;, r.Teatllnc , 
e.n4 raciQ~;. !o the RtOIIt to which a4Dhllona c.re tr.ed b:r Stntoo 
the Jedert\1 1evieo u:r be oaid to be dur>Ue .. ted, !'roducin;; coce de­
sr•• o! conflict . Jr ... the :po1Dt ot Yie\T of t !>e Stl\to .. reYen'.\e, 
howe•er, ad=iaaiona ~ .. ar• ot clnor o1cn1f1crnee a1~ee thotr 
collectlYe annual yield doet not ~~><coed $10,000 ,000. 
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It 1a oubcHted tho<t tho !!Jtlro Q'OW! at adaisslona taxo1 
N.Y 'be considered tor ner:went ipcluatog 1n the h4•1"P.l. tv 
ttructuro. .Aa ..nu be ID<I.1cated below, the cener&l. edaluloot 
t&X ox.:J!>to t hou adaloolono wblch n.re lU:e~ to affect tho 
t>aJorl t;r of those lA the l""or lnc..,o brael<oto and wbere the tL'.x 
!ector r>a;y affect thoetor attend.allco. Ito cont1DUanco in ,.~ 
nent form would, there.tore, cauae no in~t7. 1be ot:-ter taxes 
lr.rpoted em edmloaiono toll clearly Into the catot;erlet of either 
lUlti.IJ"Y t~Utoo or ret:Ulatoey t""••. .Aa INCh they too a.re ou1 table 
tor pe~ent retention. 

(ll) .AeOUDto 'Oald for admlulon to !!!!Y 'Olactl 

~. bx 011 ndnioolono orl~nAll.)' eu.cted durl.J>.t tho Wa.r end 
retained olnco 1t1 modJflod fora lo loYiod Gt tho mte o! one cont 
tor each 10 cent a in axe••• of 4o cute. Unleee e:1ended, the 
present 4o cent e;:oaJ>tlOD Yill CJC!>Iro on Juno ;o. 19}9. end will 
bo rO!>laced b7 an COOI!>tlcm of $}. '!he tax lo an ""ciao t ax !"'Y-
1\blo b;; t!le J>ersono ~DG adal.ooion cher;teo , and tller eforo 'at! octo 
the J>ub 11 c dl roc tl.)'. : 

It ohould be noted thot tho UOC!>tlon of 4o CO!lto covero t.!>o 
UI'U.al adalaaion chtLr.;e to coUoo pleturo theaters. ~!otlon. 'lcture 
repreaentetlvea a~earlot before the Senate C~lt~ee in 1932, 
tootlflod that out of 14,}29 aotiOD pi cture thoot oro in O!>•rntlon, 
only 1,214 cherged a t op admloolon price of 50 conto and that nnly 
In tho cc.ae of 500 (lnclwUnc nwloYillo) did the foe range from 
~-o conto to $1.00. In tho caoo of 13, 115, or ~2 J>orcont of tho 
total, ovon tO!> &dmloolon fooo amOUDtod to looo than 50 conto. 
(RoYenuo Ro&rlnt;e, SODAto Finance Coaolttoo, 19}2, !>!>• 1200-1202.) 
'!'bua the t!>X dooo not affect t ho .....,orlty of t hoe.tcr-goora, end 
t hoo o purcbaolag adal ulono coot!"' ctore thGn 40 cents can hl>rdl.)' 
be conalderod aubject to en W>d\16 tax burden. H 11 not boliend 
th:•t there baa boon AnY rota.rd1nc of trade or curtailment of bull­
noaa duo to thia tax. Tho nature of tho oubJect taxed J>roclwloo 
tho uoe at oubatHutos to eoc&'!le tho tax. Partly u a rooult of 
20 ytara experience 111. tb tho t:.X, tho :Bureau reJ>Orto U ttlo edml:l­
lotr&t1YO dlfflc:ult7 ulde frca an occu1cnal fclluro, J>Oulbl.)' 
b oc=.oo at 101orance of the proYiolono of tho la7, to collect tho 
t!>X u;>on ""''""'to J>cld for adaloolono. 

In vi eo or the , recedinG conalderaUona, 1 t 1• J'iecCX"Cen4e4 
th;lt thlo tax bo oalnt&lned at 1\o 1>roott>t rate and with the 1>rooel\t 
ox..,t1cm. but that the glnhtratln proYiolcao at the law bt 
Mended to prOTide that an:r !>eraon Tlbo, re~·e•e of the r .... on, 
fillla to collect tho to.x \1!)01\ MOUft\o ,niC!Orildiil .. lono oliAll be 
liable for the tax. UDder tho oxlotlnc ototuto liability lo c~rce­
r~le only In tho caeoo of ~roYon •wilfUl failure• to collect tho t&X. 
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(12) flc::ata of a.cl:lloolcno oold n\ '>la.coo other th.u t he tlcko\ 
or·rtce 0: the theater . etc. a 

(13) Excou Nlaluloa cnarao nadt 'bz or.,rlotoro, ,_,.n, or 
!!RlozoH of theatero, e tc.: 

Theoe t&xto wore Ulpo .. d to cur\ nll oxcooohe ohle.r,;.o !or 
Nb1ae1on Uckete. 'l'h17 act aa recul.Atorz meaauree l\DCl. therefore 
ohO\!ld 'be cont111U!\l. ln 1932 the then exht1~ tax 011 Uclcet 
'broker l' oaleo of 5 peroont 011 tho flrot 75 conta of tho u o t oe 
onr the eotn'bllohod prlc o and 50 porcont of the NDount 'b7 whloh 
tho eltcooo charge ~oodod 75 eonto wao ehnncod to e. otrolcht 
10 porcont of exoooo obarge (SootiOil 711) on the groundo thtlt tho 
')rorlou.a to.x had oonal hod tloktt 'brokers. It h 'bollnod t hP.t 
it llould 'be dos1ra'b1o to COI\tro1 OXCOIIiTO cb=;;eo for tlcl~ots Of 

cA.ooloolono :>oro of toc U voJ.¥ than 1o pooolb1e under 'Orooe11t J,a,., lt 
11 tbore!ore ouc.,-eetod thot the prooent ot4tute 'bo ;.,ended oo no to 

, llQi t tho yreset 10 porcet tu to ~eoo cbo.rcos of 110\ a ore t!wl 
75 c011to onr ootabllohod :>riot pluo the aaOUIIt of Ad.'>isoioDS t>o.x 
end to increase t!le t.fl% to 25 !)trcent on r.c:eaa chazJes over 75 cenh. 

{ 1X. ) Uae or leaae of aeata or boxee to onere. houses . etc. : 

:'he te..x on the use or leue of aeate or bo::e1 tn onem houaec, 
thentere , etc., 1a l.apoaed a t the re te of 10 !Jercent o-i t;u~ Mount 
for w;ucll a olmile.r bo:-. or ool\t 1o oold for each portormonco or 
eY.hibi tlon, a t which the box or 1ea.t la uoed or roaerTed by or for 
ouch lonee or holder. Thlo tu 1o impoood 011 an ltOCI r.hlch Ilia;! 

be elaeood oo a lUXIll7, and boo bo011 ill effect e.laost mthoat 
c~&• oinco 1917. It io not bellovod that taere hao be&n on7 ro­
tcrd1n;: of trnde or curtollmo11t of buoi nooo due to thlo t ... -.., lln4 
i t ;.,. not boon roo~o11oiblo tor any adD1n1otre.tiTe di!ficultiee. 
:c.perlence c;alnod dUrin;: the !)&Ot 20 ;yo!ll'o bno olmpllfiod tho tax 
collection "'rocess. I t 1• therefore recom:'1.ended that the tNt 'be 
con tlnuod 1i> force. 

(15) Adpl oel ono to n1Q0t clubo, ttc.: 

Like tbe t= 011 the l.,.o of boxoo, thlo tu 1s a lUXIll7 tax 
and J>&l'&ble b;y tllooo t7ho con attord to ea.JOT ouch lm:uey. !:'lie t .-.x 
boo i.ot hllldorod 'buoiD!OO and 1t 1o rtc_,ondod tll.,-.t i t bo cO.l· 

~· subject to e:>olldaont if\dlc~\od below. 

Tho tnx ao imooood ~t prtoent, io e.t tho rate of 1! canto 
for each 10 ~onto ot 20 ~orctnt of tho NIIGUnt pold for re!rooir:lont, 
aervl een , or mercbnndl1e: !'roviclod ~t-.r.t suc.h 20 !)erc:ent ue~edo • 
50 conta. In effect thlo rnol'JII " tr.:t of 1! cento for eMh ,0 eonto 
or trr.ctlon ot full e.,I'JO\U'\t of oht\l'GO it auc.h chr.rc,. er.ceed.a G~·~'?· 
It htlo in ""IIY en••• boon tho C&WIO or dlftlcult·· to dotcmino "'"'·t 
~ort of the totel adaiooion t oo reprooentl a ch.~c• for ndnicoion 
and r.;,..t pe.rt 1s attri butable to onterto.lN10IIt or food. It 11 
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'benton noo.....sH that tba tu aa IIDw ~11d 'be cballpd to the 

rate of 2 perceot u4 'be -.48 t o IIPJ>lT to the _...,t noe1n4 liT pro­

prietore or operator• of wah e etabl1ebMnte for retre.-nt aD4 1e..,.. 

~~. aa wU aa for ... tertal-t tu.rnhlwd their patro111. 

III. &.. Glo!!p of Ilo-krz .... fuel 

(16) Wee or truefere of etock all4 u.ilar 111ter .. h a 

fn~~~fere of etock all4 111111ar 111tereete ba.,.. 'bee 111bjeot to 

t asaUon etnce 1919. the llaalc n.te h that ~ee4 b7 flUe nii 

of the 118Te,... Act of 1926, -.iTo 2 cenh on each tlOO of the par 

or face ftlu of the certificate or fn.ctlon thereof, or 2 cenh on 

each lhan In the - of liD par atoclr:. lectlon 72) of the llnenue 

Act of 1932, bown.r, te~~>CrarllT 111creaeed theM n.t11 tro. 2 to 

II cenh, with the h.rther prorlalon that I n the cue of etocka eell1nc 

at $20 or IIDn per ebare, the n.h lhall 'be 5 c..,h 1netM4 of II cente. 

~eee 1932 n.tee ha'l'e 'been thrloe reeiiiiCted aD4 will rnert t o the 

1926 ratn after hlT 1, 1939. 

DGrliiC the fhoal :p..r 1936 the 'hderal etock tn~~~fer tu 

7lelded $JJ,l 111ll1on. Oollectlolll dDrlDC the cun'lllt :r-r are 

upeote4, to 'be eollftll&t hlpr. fhe11 fipree co"'''an with $15.7 

111lllon for 1935 aD4 $33·2 111111on f or 1933· llllr1llt: the period wben 

the t r&llefer tu -.. 2 cenh per $100 of par ftlu, ....,.....], collectiolll 

J'UICid fro• eppro:a::I.Aate1T tlO a!lllon 1n re1at1Til7 111act1n :rear• t o 

tll6. 7 ld.lllon c!Dr111C the peel< :r-r. 1930 • 

It will 'be ob11rnd that the etock tranefer tax h larcelT 1n4e­

pe..,...t of the Yalu of the fill&llCial t..........,Uon 111'1'ol'l'e4, 'beliiC 

p,..rallT 'bue4 llpOil IIOII1nal par Yalue . '1'he onl7 other 4ete1'111111DC 

factor 1e *-tiler ..U111C price h aboft or below $20. In con11qv.ellce, 

the 'bllr4ell of the tax p,..rallT ftl'111 111'1'erll17 with the eallliiC price 

of the 11curlt7, all4 lh ;riel4 4epell4e upon the Y01UM of tra41nc. .U 

•e pointed ov.t In a ....,1'1114ua to lecntarT llorcenthlll, 4atl4 Je:rm&rT 21, 

1937, the tax oonddered ln relation to t he -=t of .,,.,. 1mo1Ye4 111 

the t..........,Uoa MT all4 oftan 4oee 'be- '1'11'7 .-11 1n the Gall of etocke 

qw>ted at a hi-" price {'lr lbare or 111 the caM of etoclr:e w1 t h a e.U 

par ftlue qQOte4 'W141r ' 20 a lbare, and often doeo 'becoae "'1'7 larce 111 

the call of etocke of $,100 par YallUI or ot 110 par Yalue qQOte4 at • l ow 

aboolute p rice per lbare . Cou14ar the follow!IIC ellapl111 

IIIIUbt · ~ ~ 
'l'azlllaftet 

HoMelake KlllliiC J66 tlOO 5·00~ .013~ 

leheJ"IIaT .. 'lhle1 "»e 11-1/C 1 .Oil .0022 

Seaboard Air 1o1M <-a> 2 n.p. 4.00 2.0000 
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r: .. tax CD h&bo&rd .U.r LtD., 1t will be DOted, h 1116 t1••• aa larc-
111 proportloll to the &1101mt of ..,,.17 1DTolYo4 aa the '-·" oD Ho .. otaloo 
aD4 909 u .. a aa larp aa ~ ~ CD lelaor-.,_a lhool ~·. !b.oro 
Ullla appaaro t o loa both a _, 11>1'1'&1\7 aD4 a cr-t 1ooa ot roY-
11> the p roo ... t ocalo of tuaUon. '1'bl. a l no'!'llt7 aD4 the &CCOIP~ 
l ou of ro.,.ma call loa roctlt114 b7 tho ftbotltuUon of a otocl< t­
for tax loaaecl oD ~ Yoluo ot t ho flD&Dclol tranaactloD lDYohod. 
Such a otocl< tronofor iaz baao h DOW .-plo714 lu Oreat .Brltaln. 

'rhe rato at which auch a tax ohould loa lJopoood depoDda ln part 
u;>OD riYODUO roqu.lroMDto aDd lD part UpOD ooolel objoctl.,.a . 'rhe 
:Brltlah tax 1a l""POIId a t appron.&tol7 1 porcODt . It hao loaoD oaU­
MtOd that a flAt tax of 0 ,106 porcoDt of the •ri<et Yoluo of atocl<a 
tr&Doforrod would , 4urlAc the c:v.rroDt caloDdar r-r, 7lold approzl­
aatol;r tho - -=t of ro.,.ma aa tho proo ... t law. .l oollhhat 
hl&tlar rate , howeTer, appaara to be doolrablo, partl7 for ronm11 
ccuidoraUono aDd par\17 aa a proc:.ntloD ~not poulblo atock 
prlco docliDOo. .l1 all oftZlta a rate ..,doratol7 blpr thaD 1/10 of 
1 porcoDt h DOt 11kal7 to pron UD4W.7 burd ... oo• t o oecurlt;r tradlnc. 

ID dotondD&tloD of t ho rate, CODoldoraUoD ohould aloo be p YOC 
t·O t ho probabloo ofiocta of &D lncroaao4 truotor t ax 11p0D tho ...oluao 
of truaactloDo aDd otocl< opoC'CilatlYo actlYl\7 ln p DOral . I\ baa 
botD atro~7 urpd ln oo• qv.artora that epoculatln acthlt7 ohould 
bo dl acov.racod aDd th&.t that pal could bo obtained tllrou&l> a oubatan­
tlol atoclc truofor tax. 

.lccordlngl7, lt lo roco ... Ddo4 that (a ) to lnouro tho prooont 
71•14 of t ho otock tronofor tax cl.urll>c poul blo porloda of anoro1;r 
4ocl1Dlnc otock prlcea, (b) t o lncraaao auch 7loldo uDder proaont 
prlceo, aDd (c) to prorldo a •lD~>r dotorront to opoculatlYo aocurlt;r 
tradl"", the onatlnc tax on atock tr&Da!oro be p ormanontl;r replaced 
b7 a t u baaed on tho Yoluo ot the t1.D&Dclal tr...aactlon and lJopoaod 
at approzlmatol;r 1/4 of 1 poroont. 

Other Do~tarz St.!£ faa• 

(17) hiUII of boDda; (221 Dooda Of COIXYOl!!lU; 

(19 loouoa of &Hal otock; (211 F"' c&rdo; 

(18~ 'rranotoro of bonda ; (23 Lloa of oroduce for fUturo dollnry; 

(20

21 

Pt.o~ t l ta; (25 <NMn~ at...,a oold l>T poet otllceo; 
( fOrop l1!.811r&DC1 pollcloo; ( 26 llbor lon t ranoforo. 

'rho doCUMntar;r ot&""P t azoo DOW i11 otfoct roproaent an lJoporlant 
oourco of roYIIDlO. J:xol uoln of thoao fro a tho otoclc tranotor t ax 
olro~ dl ocuoaod, colloctlono durllll: t ho ! local TO&r 1936 ...,..,tod to 
$36,000,000, dlotrlbutad ao to110WII 
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llon4t. of 1D4e'bte4Moo, iol\llto &114 tr.~~ofere · 

ioou.o of carpital o\oclr:, pauace t1ckeh,' 

foreip lnRn~ACe pol1c1eo, 4ee4a of COD-

TeJ'UCe • • • • • • • • • • • • • • •• 

a.J.eo of produce for fllture dalhe17 • • • 

Pl031DC cordo • • . . . . . . . . . . 
••• 211,469. 5211 

• • 2,943, 5112 

4,143.699 .. 
DoC~~J>en\&17 otup oaleo '117 poot otticeo ••• 3.293,134 

SilTer bullion tranofero . . . . . . • • • • _....,:64:=;.5L&•.::UI=. 

$35.935.~ 

All of theoa h .ao, with t he exception of tba iJipcot on oU nr 

bullion t renotaro which -. ill'o•d UDder the 81lnr Pu.rchooa Act 

of 1934, u.d the taao on coDT~o &D4 tl'llllofero of 'boncle 1Jipcoe4 

b7 the line,... Act of 1932, h&To 'been in atteot Iince 1926 &Dd ban 

cauead DO a4al.n1otrathe 41ttioa1Uu. I'Uh the noeptlon of the 

taae on p ueace tickeh, fonip inw.rence policiu, pl03111C car4e, 

and. tranefere of e1lnr bullion, the a'boTe otup t&ZIOe ..,. 1D affect 

are w'bJeot either to 41ocont1DUADce or chaD&'e 1n rate or 'baoe otter 

June 3(), 1939· 

Whether the 1~o1t1on of a tax on financial trenoact1ono h&o 

4etr,..ntal effech on the Tolwoe of INch treneaction, &D4 1t 1t 4ou, 

whethe r ouch rewlt 1o JMcuoar117 Ulldedra'ble , 1o w'bJect to co ... 

Jecture , The continued and almoet unlYeroal uae of INch leneo in 

f ore1p count r1e e po1nh to a nept1n ccncluaion. 

In wiew of the facto that all of theae taao ue paid 'b)' the 

relathely well-to-do, t.re not ezceoo1Ye , clo no t directl7 o.ttect 

the public at luco, )'ield t. large _, of reYenua , cauae "" 

a4a1n1etro.t1Ye d1tt1culty, t.nd t.ttord a bao1o for result.t ion, it 

h conclu48d tht.t the .. taao ehould ba contlnu.ld o.t their pre'Hnt 

rateo u pe,..,.nt lao.turee of th8 to.x etructure. 

It ~ ba p e rtinent to refer po.rt1cult.rly to t he pruent tax 

on t ranotero of 'bondacl 1n4e'bte4Dioe 'beoo.u.a of the recotwendt.tion 

herein contt.1ned to replace the preeent otoclr: tro.no.fer t az with one 

'booed on the 'l'alue of the t1no.nc1al trenoactione. Some Juotit1~ 

t1on MT 'be pnoenhd for t. coroll&r7 replo.ceent of the tax on 

tranofaro of 'boD4.o. Bo .. Yer, &o 1o w ll lalo.,, the ral&t1Ye uri ... 

tiono 'betw en the face Yalue t.nd •rket 'l'alu. of 'boD4.o t.re b7 DO 

aet.no ao craat a• thou 'betwen the pal' &D4 llt.rket 'l'al.U8 of otocko. 

lbr th1o reo.aon the 1nequ!.t7 inherent 1n tha a:dot1nc etocl: t renafer 

tax 1o II'Pt.rent to onl7 a .-11 decree 1n tb8 'bond trt.nefn t o.x. ~ 

recW.o.toey feature 1n the propooed etocll: trenofer tu 1o noither 

required nor doo1ra'bla 1D connection with 'boDd deal1nco. 

Becauoa of the a'bon cono14ero.t1ono, the retention of tbe e:dn-

1114 to.x on trenofero of 'bondacl 1Dda'bte4neoo - - • Juot1f1t.'bla. 

Regraded Unclassified



/
llhoell&JMOV.e ' other fuloe 

Regraded Unclassified



( 

- 1£ -

IT. Other tuoo 

(27) Jr..,en1 DOrt y4 !llt pro4pctt. 

::he t..: 011 breworo' wort tiM -ted ia 1932 1!1114 ..,... a ref:ll­
lator.r meuuro. Ita &TOWed ~o .. -. to ctiocou.race the illofll'l. 
uoe o! :l&lt !>.....SUCh in the -utacturo o! b .. r. Pro®cto uoed 
111 the .....uracture o! Nlted mille, aediciDal !lroduoto, foode, 
cerea1o, b~eraceo, aDd t«rt11ee be1nc autoiclo the ocopo of the 
prohibition ~. were .XOII!lt• Ill 'l'iew of the rlf!>eal of the 
J:i~teellth aenctmont the notd, for thh w no 1ocqr f!hh. It 
yio1do no oubotaatial ~enue . Dl.ooontlni!.IIDoo 1o rec<Zaencled. 

(~S) Itl'lorto of coal and coke. 

(29) !Amber. 

(30) Copper aDd CC!p!!!r CODCPtr&tfl, 

fhooe t&xoo ,..ro ~ooed UDder the R~eaue Act of 193:. '!'hey 
h&n not beec the cauao o! a¥J:1 adatDiotraUn ctifficul.ly, cnct tor 
the fiocal year 1936 their yield wu IIPPrcodJOetol.T $5, 6821,000. 
llenrthe1ooo, it the purpooo o! theoo t..:oo h the chine of pro­
tectiOD to doaeotic !lroduoero of theoe articleo or the roculfttioa 
ot their ct ... otic coc.-,UOII, theoo ~ ~~~AT aoro !lrO!>erl.T be 
nchinod UDder tho tariff lam. It 1o therefore OUGbf'Oted th&t 
theoe 1e'l'ieo be recrred frca the f!Oioo tp list N>d it necooow. 
rolnotated bz appropriate tariff 1oGiolatioll. 

(31) ImQorto of certain oilo, oto. 

!beoe t&xeo 011 i ...,orts of certain filh Md llll>l'ino Mlu1 oilo 
were first i""'ooed UDder the ReTOnue .\Ct ot 1934 M4 .... onded by the 
Re'fonuo .\Cto Ot 1935 and 1936. 1111111:4 the other excho t.>xoo 011 
i&!lorto, hDNYer, theoe tauo rill rcain in affect until opecifi­
cal.J.T repealed. J'l....-oo are not aftilab1o ao to their ooparato 
yio1cto, but in the ~opto, the Tiold for 1936 cticl not exceed 
$1,500,000. .A.o hao boec 1D41cated ill the cllocueoioc o! tt.o other 
i&!lort tu:oo, it 1o boUO'fed thAt thooo it_. cou14 be •ore !Ultebl;r 
""'"' l!!!du the tariff law!. 
(32) foilet pr!p!l~tiOilll 

~ t ax 011 toilet propar~Uon1 woo tint -ted ill 1917, ro­
'l'ioed ill 19lS and repealed ill 1921. 1'hwl tho prtoct 5 !lOl'COilt 
M4 10 , erect tax tiDOCted in 1932, ropreocto no inno.,.uon. !l'bo 
5 !ltrcu t rate &ll!liho to tooth and a011th ftlhoo, deatrltlcoo, tooth 
paotoo, toilet ooopo and olm11ar articloo or !lroparationo: the 10 !l•r­
cont rate ..,u01 to p•~•. ooaoUoo, etc. Collect1011o ll&Yo lll­
oroued rra.· $9,(.03,000 in 1933 \a $13·3 milllcm in 1936. 
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J. ctec:r" at con.tllct hu b.., obur.,..4 betweCl the tax 011 toilet 

, reparaUODI &114 the tax 011 ].Ql>rtcaUJIG oile 111pou4 ll7 SectlOD 6ol 

~c)(l), THle IT, of the :a.,....,.. .lilt of 1932. J. oonl14erable amount 

of lubricauac oil 11 u .. 4 u a bade iacre41et in the IIIMUfaoture 

of balr oil, o-Uco, &114 .,_,, lleal cOD!llot, hOifoTer, bM been 

lellce4, 1f not ethel,y ella1DAte4, b7 MalAhtraUn oi'O'I'ldODo 

~ralttlac tax...t'rM u.leo at 11ateriala to be ue4 u ro." -teriala 

i n cODDecUOD w1 th the ~ecture of other ~le artie 1M UJl4er 

tbh Utlo. 

'i!be ill4uot17 coocerne4 cOilli4ero w tax to be toe hill> &114 l'UinCJUI . 

J.o a reoult tax 111Jl1al.a1n& 4eTlcM ba•e bee ut1Use4, r&llll.erlD& the ..t-
101Jl1otret1oo of the tax trCIIlblM- M4 41ff1cult . 'ftw otatuh ot&D4.1 
1n nee4 of reTloiCIII 1f it 1o to cope affecU.,..lT with oodotlD& J>ftiCtlCM . 

~~ aoot c-.aal,y uoe4 tax e'I'Oi4anae metbo4 h that of 11lli11G in 

bull< to a eubl141&17 Oa.pii!IT which in tum pecbpo the oro411Ct en4 

leiia 1\ back ( tax free) t o the parent Cc.p&DT for ulttMte filiAl aele 

to ccmeuaera . 

~· ulllD& price of tnllet &ao41 1o attributable not oo IIIICh t o 

the coot of buic incre41cto but to ezpeaiTe !'*'b&1nc en4 ..!.Ter­
thiiOC· !Wnce bukoaleo, a..te at Tel7 low prlc11 , can')' a ~1 tax 

1N.r4 ... 

:rra the cbaracter of the u- taxe4 1t 11 reMll,y ~.,.t that 

the tu atfech the pllbllc generall,y &114 falle \J!)cm J>rc4w:to which t o­

dey ue prMtlcell,y repr4e4 u neceooltiM. 

Collection cooto are thouD>t b7 the liW'M>l to be o<~~..rbAt abon 

u-.e • ••race for DlocellaneCJUI en4 u.leo . taxeo. 

;. , 11 ...,...,.,4e4 (e ) that the artlcl ow oub ect t t .,.r-

cent ta;< ( tooth ouh, toilet 106J>I, en4 4&Dtr1ficoo, etc . which 

yiel4e4 $4, 823 ,9fis f or the !local year 1936, be s•t frc. ta;<eUcm 
in cCI1o14eraUC11 at the fact thet the7 are c ... on neceoo1Ueo; en4 

(b) thet Seatlaa 6o3 of the llrt"enuo J.ct at 1932 be eac4e4 t o c:td 

the ocope of the lO percct ta;< to pencmo Who pr~o or ~ tao­
able toilet pl'tiJ'df'tlCI1o 1n the ton in wbicb thaT .ore t o be ool4 to 

the ocm.-aer tor cOD..u.ptlon or uo. J.o ., altarnatln the otatute 
~ be uc4e4 to opeclficall.T dafine -.faoturer,pro4ucer, or 1.11-

J>Orter, • t o incl~ a pen em who prepare• en4 peobcM IIICh yrepara­

tlcmo 1n the fora ool4 to the cocunaer. 

(3}) l!!D. 

J. 10 percent tax on tun no in operatloo fra 1919 to 1922. ~· 
tax .,.. l'e-te4 i n the llrt"cuo J.ct of 1932· In the 19Jllllr<- t.. 
it .,.. eac4e4 to appl,y cml,y t o arUaleo oeUinc for $75·00 or..,.,. . 
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~lie otatute 'tmS further llllended lrJ the ~OTeUue Act or 1936 to COYer 
t.ll obleo or tl1r Al"UCleo, bllt the tu rt\h wu lllt'.de 3 JIOrcont, '1\ .. 
1936 yield ther etrea ,..,. &pprox111Ahl¥ $3,000,000. It atrecto a1lprcxl­
oate1¥ 2, 100 lO&IIUtacturero, prcd.ucero and lmpor hro, 7"' ,ercent 'ot 
whom are located in t he !lew Tcrlc coll.cti011 diotrict . ' -

~lo tax baa b eon a conetaDt ocurce ot a4alole trat i Ye dlttl cult 7 
to the llur- and. a c...,.e ct turaoll wi thiD the tur l aoluetr)' ln that 
the :Bur...,. ,....t de tenoioe 1D the ca .. of tur- trirooed pnocte ttllether 
t~e tl1r CODOtltutee the C'-!>OIIOOt .... teril\1 of chlat ftl.ue. ~cul&U011o 

han aided to aelce the a4al.Diatratl011 boo tr<Nl>leoome, 'but 1 t lo oUll 
c OO?llcatecl, b.cauu detonoioatloa re<,..treo detailed lnYeotlptlon ot 
t!le coot recorda ct ao.outacturers or tl1r•t r1•ed pnoont o. Jroa the 
nature ct t he tax it h readll¥ apparent that lt io tar reachlnc ln lto 
"!'plication. lloreonr, while many tur prmento come within t he claoo 
or luxuey, the s:reat me.Jorit7, partlcularl¥ the tur-trilllled pl'lllento, 
~• neceoaitleo. Renee, b7 reaocn or the d l f! i cultioe i ncident to ltt 
Adclni otrAtion and the wldeo,read. applicati on ot the tax . the repoal 
of the t t ,>; 1o r.c...,cded. 

(34) Jad.lo oarto 

'Z'n.ia t.az 11 t.,oeed on chaaeJ.e , cabloete, tube•, reprodu.ciAc 'l.llllta, 
pover paclal , phonOjll'aph recorda , Nld. phcolb;;raph aeche.o1oao oultabla 
f or uoe in connection with or ao a Jl&l't ct redio receiY!nG ooto or COII­
olnatloo radio and phono~ph u to. 

The otatuh lmpooi08 thla ti\X hao been found unaatlofA.Ot ory be­
c~oe the tax A~lleo onl¥ t o certain opaci f i ed p&rts of radioo and 
not to the coaploted e.rtlcle. .lo e. result mMu!e.c turers ha•e boon n­
culred. to maintain recorda, otherwise not neoeooaey, to show the taxoo 
paid w1 th reo!)eot to parta :!JUl'Chaoecl b7 them e.nd uoed in the ....ufiiC-
1\IJ'e of c omolet ed rad.loo. In addltloc, the tax oeceoaltat eo an i~­
tenohe audit ct t&xpqero • records to detonllno ti\X Uabi ll t7. '!he 
tu 1o wide01lread 1D ito affect, aloce 1l1'11Ctlcbll¥ flYer)' houaeho14 now 
hao a r adio.- ~. radio 1e alao cOIOln« lnto uu tor ec!w:atioaal pur­

poaee. 

In now ot tho10 conolderatiODo and the !~.ct t t..-t the tax ~ not 
be clauecl ao a rel.Atinl¥ hlglll;r !)rodw:tlve one, 1t ihou14 be included 
aa one of thooe nboee roneal 1e recC~:~monded.. At all fiYento, t he tax 
ahou14 b e re•h ed. 10 ao to appl¥ onl¥ to C""'!'leted rad.l o seta, " 1 tb pro­
vhlon for allowe.nce ot tiiX-free o.Uoo ot plll"tl- See Section 6<:0, Ren­

nue .Let of 1932. 
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(}5) uec:.anle&l. ro!rlpraton aD4 c ert&ln coor.>011onh thereof: 

~· ta>: ll lllpooed on houubol.cl-type aecbo:lie&l. retrl~raton 
1104 al>lo aa certain of lh c...,OD..,t parh ool.cl o~toJ.T. !ho tax 
dateo !rca the onactaODt of the l..,.auo Act ot 1932 (SocUaa 6os) aD4 
lo l oTted at the rate of 5 !)Oro oat on tho !)roducer' o or the t.portor' 1 
price . 1'ho tu lo oaolJ.T ad&lnlltered, att"'l>h at .. Toidaace and 
o"n\oloa are !ftff aD4 coot ot colloctlon, wb11o Uft!<nowa, u;r 'bo proouned 
to 'bo 1.,.,. It baa !)roduced 811 lacrooal"6 MOUDt of rnoau.o ao tlllo 
t:f!lO of refrigerator 'boc...,o oerfocto4 tor heme uao. !he 19JG ~lol.tl 
thorofroe ... ~~raxlmatel.T $8,000,000. 

~o meJor o'bJectlon t o the tax ll th&t it 1o illi"O .. ed on an r.rtlcle 
"hich t~ ll o10entl&l~ a houaehol.cl neceu1ty. lleverthelou , 'bo­
CIL\Uie of 1 to ou.'batantial ylel.cl. 8114 oaoe of a<mialltratlon. aad coa­
llderlnG t bnt tho utlcle tuod baa a rolatho}¥ lone Ufo and therefore 
lo not a frel!u.ent}¥ recurring tu 'burden to tho B!)OCltic Yendooo, 1t lo 
rocCIOI:Ionded th.o.t this tu ehoul.cl 'bo cont1auod. 

(36) t>ortlM flOods: 

Sportlne c<>odo "oro tuod !roc 1917 u.ntll 1921 1D 17hlch ~eu ~ho 
ta:: ~ repealed, to~ther 171 t.h other eo-called war t.c.xeo. The 'f)reo­
ont looy ,.. enacted in 1932 and i"J)ooos a 10 p ercent tax on oaleo 'b:r 
lfiADUfacturera. producera. or importen. 

lloth the llu.roau of Intoro<>l lleYonuo and tho to...~on are L"tJ>O­
rlenclnc difficult~ in detoraininc tbo spoclflc nrtlclee to r.h1cb the 
ti.\X O.J!pl1 01. !he tax, for inotMCI, U"'!>h Children 11 pl!101 'but 
nbether an artlele of S!)orting COodl io ~rimnrl~ su.lta'blo for chil­
dren rather tilan adults 11 at times d.iffleu.lt to oacert&ln. In DN17 
en••• tho C!uestion hao 'boon rooolYed 'by oottl.ng up ar'bltrnry otand&rda 
'booed u"Oon the d•e ot the article l D't'OlYed. Such sto.adardo, bowonr, 
<>re not· "boll¥ oatisfactory tor t hey haYO Mdo th e tax "":J!>l1CPo'blo to 
ouch Por tieleo ao beao'b&ll ~lOYoo aodo ot c~ imlt~tloa leather and 
a old for ao 11 ttlo oa 10 cents. !ho chlot crl tlclsa ..a4e aplnot tho 
tu lo t bet l t falls oc artlcloe uoed for boe.lth and rec.raatlon 'by tho 
!N'bllc at larcw. 

• 
'l'ho yield tr0111 the tu hao 'boon $5,500,000 for 1936 • 

.Ul !acton conoldored, tho oport lng coo4• ta>: ohould not be d nclod 
out for reoeal ~rior to other taxea whose inci dence is ~ore ~dea,r.ad, 
1uch aa chew:tfttl· Qm, ~tcbea, etc . 

'l'he 'Orooon• otatu.te ohould 'be et:~onded to do:rlno c ore c lor.r~ t he 
ehnraot oriotieo o" 0 ,ortlnc 4:004• lliL'blo to the tax. Ill thlo coMoctlon, 
l'.ttentlon 1o call~ io a c•ore.ndua ont1t1o4 •'!'".no Oll.l)u.!Mturoro 1 oxcllo 
tro< u:>on o'Oortlag goode w1 th O'Docb.l uforaneo to pointe rr.1oed 'b~ 
l!r. Mlan-11. Curtlu, Cllai....,;., '4'GX CCI:I::U ttoo, .ttblotlc Good.o l~&C­
turera , • dated .t:;>rll s, 1937 , and ad4roaud to the secretarY. Thoroin 
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1o contained. an extenllYe ~11 ot t he tax on oporttna 600cl.• with 

rec....,endatlons thet woul4 teDcl. to ellmiDbte tho cl.lf'ficultl .. nttend­

•nt t o tho oadotlQC le'f)'. In ~teneral, the orooo .. cl. • ....,claenta ,.ould 

clau1!7 tual>l e lt•• aDcl. there'bJ' olla1Date the nec:eu1 ~ a! cl.oter­

:o1n1~ vhether certain eportl~~& equipa111t tall• 11'1 thin t he orOYlnce 

o! ch1lcl.ren'• pmeo. In a4cl.ltlon, H woul4 free troa tM W.tfonne 

r.ncl. ehoeo, wt 1144 oertai.JI epec:1t1ecl. u •• to o.Y01d coo.tue1on. 

J'inall;r, 1t would. ollaillate the catoh--.11 ;>bruo •-.11 e l:a1lar artl­

cleo cOCDonl1 or c-.ercl-.111 known .. epc.rt1nc jtl)oda. • 

It h 'bel1eYecl. thnt •eodmento to .ho pre .. nt tax acoo.plhh1~~& 

the .. end• woul4 aid mater1all1 1D the ellminetlon of the cl.ltticultleo 

encountered. 1D the preunt lair and. ooul4 -.'<e the tax a aore dealrable 

one tor coatlnuatlOO>. 'l!b.o rec<*lendecl. reYh1oc ot Sectloc lio9, ReYenua 

Act of 1932, applfina to sport1ne goocl.o, 1o ao follows: 

'l!b.ere 11 hereby lii!PO•ed "!)Oil the followir.g artlcloo , 

ao14 by the ~utacturer , producer or lllporter, a tu: 
cqu1Yalent to 10 per centum of the price tor which oo oolcl.: 

Tonn11 rackoto (meaour1t>g 22 1noheo OYer-all or mora 1n 

length), tollnio racket t ...... eo (aeaourlng 22 1nchN oYor-all 

or aore 1n lon&th). tenni e balle, t81lD1a etr1ng, tenn1o neto, 

polo a&lloh, polo 'ballo, 'baoo'ball b&~o (aeaourlDc 26 1nchee 

or more 11> length), 'ba .. 'ballo, 'baeeball slone aDcl. mltta 

ll&cl.e ot leather tn wholo or 1n part , 'bau'ball maako, baoe­

bell 'boci.J• protoc t on and. eh1n cuc.rd•, football•, football 

helaeto, football hArDen, golf 'boca, golf clullo, golf 'ballo, 

l.Acroase aticka , lacroot e ballt , hock-.1 aticka, hocke7 !JUCka , 

hockey ballo , cri cket bate, crick et ballo, bcoketb~llo , 

aoccer 'bello, b1ll1orcl. end pool t n'bleo (meaour1ng 45 inches 

oyer-all or aoro in l enctb), blll1arcl. ancl. pool 'ball• and. 

cue• tor euch t a'bleo, bowlinG 'ball• ~d p i ne, o~tee, aDcl. 

fl ch1ne rocl.o and. reele . 

(37) l'ireorae , ehollo, Mel. cartrld,;oe: 

Tho 10 percent tDoX on tlrenrae, ebollo, aDcl. cartr14j:os, 1a of Dinar 

Te1'enue ol(ll\1f1cMCe (Uicl. ~ be reGif\rdecl. U roo;ulntarJ in char..cter. 

The Depart.ont o! J ustice hno uncl.or oonolderetlon an ... endment to t he 

llatlonal l'lraarae Act to include t heroi.Jl regulatory proYletono tor tlre­

orao «en•rall1· In thl\t ennt, rei;Ul&Uon b7 taxAtion dll 'bec oae un­

neceo•&r1· 'l'bo tax ,.,.. there/ore be repealed at ouch a thae as the !)ro­

:pooecl. amenclaent to t ho National l'1ro.,rme Act i e enact ed. 

(38) C..erae: 

'l'he 10 00ro.,.t tax on c•eru, 1mpooed by Section 611 ot the ReYo­

nue Act of 1932, le r elot11'ol1 o1mplo to edll1n1oter but le a a1nor 

reYIDUt procl.w:: or . '!'be tax talle upon an article which, ot,r1ctl1 epMic-

1n~, 1o not w1 thin the 1Ul<UZ7' c lAao, w t 1o ueecl. b1 tbe ceneral pllbUc 

tor recr e .. ttonal J'IU'l'OUI· !here ••- to be little jueUtlcat1oa t or 
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sine;llne out thlo nticle and not taxlllC Uke ~·· of r.rt1cle1 l1hlcll 
::m;r be ol.:>llnrl¥ cla111tied. 'I'll• otatuto 1"'Po .. , a tax 010)¥ on cou­
pleted camera. and not oa porto thorocf, ADd 1n L~.t rco~oct ~ be 
conoldorod faulty. In vlow of thooo cono1dor~t1ono and i1nc1 tho 
lou 1n rovan1.1o involved 11ould not be &!>!lroob.blo, it h conoldored 
doairnblo that thlo tax bo diocOilt1nUA4. 

(3' ) :~teilea : 

'!'he t= on :>:.tcboo (2 cento "' thouoc.nd on ord.1n=.J7 ae.t choo, 1/':. ctnt 
r. t :lCrJ.Sc.nd. on !)A,er o,.-.t.chea 1n bOO::.; 5 ceote a t:;lO".u.cnd on tonc:r wooJ.r.\ 
CAt<h.o) yioldo o oluel>le amount o! r ovanue and hu not cauaod M:! 
oerioua r:.d:>lnhtmtho dlf1'1c-.ll.t1eo. l'llrtl\oi':IOro, 1t h ""' ut!clo fro­
I'IUentl:t ~~.xed ln torelen countrie~. 'l"l\.t ~rod.uct, hcn:rwer, 11 eucA a 
uniYerGal neceeal ty that tile tc..-,; t;lereon ahould. not be retr..tned .,emt'.­
nently. !~tchet re,reeent an inatnnce ln 11h1c.h tile incidence ot the 
t"" h in doubt. ::atchoo are aol<l P.t woll ootel>lioh ed ,rlceo nnd 1t 
1o !'robe.blo that "oat o! tho ta.-, lo e.boorl>ed by tho !lroducer, lo.wlnc 
the !'rice of t:.e N'tlcle =a!tectod. 

It ca;:r be noted, toe, tha.t fuc7 wooden utehea i:lavln.; • etpjoed, 
-!:red, or eolored etlc!: or ate are taxed •t 5 e:enta e t;lO"le..nd. ~.,, 
fency Cl\tchoo e.ro of the t7:>e 1cryorted tr ... JI\1)&D end ot:.er forolp 
ccmt~trieo, and thh hlr.iler rate dlocOI.IZ'eceo tho l~~porte.tion of ouch 
::Lt".tcl\ea fr«1 theta countr1ea. thereby protectin& dcaeet1e ct\tcA m.t.nu­
!acturlng "hlch 11 a oheo.ble 1nduatry 'bl.lt 11 cOil!lned to t>bOI.It 15 
mnufact~.~r-ero on4 l~~portero. In tllio connection 1t 1o a·o~&;oatod th:.t 
1f 1t 1a 4eo1red to ghe theoe dooooUc CW'Iufacturero :>rohctlon, thAt 
end be t'.cc..,uehed thrO\IGh tho tl'll'lff lan. 

( l;o) Chewing (llll!l' 

Cll".:loc C\1111 ""' origlnall¥ oubJected alone rl tll cand,~ Md oo!t 
drin:.:& to the ••rt:ec:r exche tN:oa lii!>O•ed UD4er the Revenue Act of 
1)32. S'.>bseqUAIUt)¥, tho tax ~on c.u14.Y .,.,. drOJ>!'ed, b'"t tho 2 !'•rcont 
~ on che~t1ft4 (;1111, althO'Jd> cCIIIaldor ed for repeal b7 tho Senate 
?in.once Cca:~ittll, ,.. contlnl.le<l. Slnco 1t 1a Nl article "hlch coo­
petea 1n a.N\7 r•apecte w1 th cen4,v, 1 t tr0".114 ••~ dealrr.ble to diacon­
tinue the tAx thereon. 

Altbourl\ the tNt hD.a boon fairly oi"'!'l• to r.d<llniotor, 1t hD.a not 
'1rod.uced aub1tMtlt.l &l!lounts of revenue. !ite"e ret.aoM, t.44ed to tht~ 
foot thl\t ch..,lnt~ t;WO 1a not in M~ aonoo r. l1.1::u.ey vcruld tll'.l:o 1t od­
vl&P.ble tht\t tho tNt be l'O!leBled. 

( 41) Zloctric~l enerGY: 

AlthO'...;;Il ,. tl!.'t 00 electric1 t:r J>M"'cl the ::O'..se 1n 1~17, 1t ""' r -, 
not than enM ted in to l.o>r, c.nd 1t ,.. not \Ill til tho lleYeaue .&.: t of l • .>­
tllto.t thlo oourca of roTenl.le wu utilised b:r tho ! ederr.l Gonnmont. 
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'l'be tax, u firot pa .. ..,_, wu a cone11111pt1011 tax at tl\1 rate of 3 !)er­

cent, in that 1t ..,.. t.poelcl em electrical •er~ ool4 for dOileotlc 

or c011111orcial CODWIIIptlon to be paid 'b7 tha Yendee and collectlcl 'b7 

the nndor. Jl, 11. 5<)llo enactlcl JUDe 16, 1933 Men414 the 1u and 

toade the tax pe.ral>le b;r the ~or. It 11 not lcnown to .t.at desree 

the pre .. nt tax 11 oh.Utlcl to tile ecm.,.er b-e deteillcl an4 ede­

<tuate intonoaUoo 1a not aftllable em the ctent to -.bich m1bllc 

urrlce c-uicme recophe tax Uabillt:r ae a coet of production 

1n fixing rat11 of electrical enerc;r. 

It ohoul4 be notlcl in thh CODfttctlon that in the I!Mr1nca on the 

19.}4 le•anue Bill before tile llowoe and Senate C0111111tteeo, no pcmer 

ccorpeDT repree•taUno II!'Pearl4 to oppoee the tax. 

:nectrlcal •erg hal loac been the oul>Ject of t<ox&tlon b;.r the 

oove.ral Statee. J'or the moet part, the State t<aeo are on groes re­

ceipte . In ocae lnotancee there are opeelal t<aoe on electric coc­

panleo in the tom of capital otock tax .. , f 'n.nnhhe taxee aeaeurlcl 

b;r corporate exceee pro!lto and opecial coniUIIe.r taxeo nenoured b:y 

the !NIIlber of kilowatt haure con.,....,_, Uoreonr, ocmo cit111 l.z>ou 

taxeo for the prlYilege of lllgiiCiD& in tho uUU t:r buein"•· 'l'heoo 

to.>:eo nre l nilcl at a flat rata or are aenoured 'b7 the progortlon of 

total capital (ftrlouel;y dotel'llined) ut111s-'- in the -lclpo.ll t:r or 

b:y groeo recelpte. 

Deopl te the 41fferonc .. in the buee for the J'edort'.l tex Nld the 

State &D4 local taxeo, there oeeme to exiot a datinlte J'edort'.l-Stato 

conflict . llowner, 1n Yin of the fMt that the t<a hao c.,.ed no 

great a4miniotrat1Yo 41ff1cult1eo, hal ;rlel4-'- a largo amount of re•on­

$33.~75 , 179 for the !local ;rear 1936--and UDOertaint;r exlete ao to the 

extent to wbioh tho t.a 1o borne 'b7 con...,ero, 1t 1o ~eted that 

tb11 tax be ccmtlnued at preoent. 

(42) f!l!!!hone, telee;r!ph. cable and radio meuM"· etc.: 

'l'bio tax hal proYen i teelt a falrl;r eonetant eaurce of largo rne­

nuo wt attecte the ou.bllc at largo. It 11 not a l.v.mr7 tax wt h 

one' of tboee i~~pooed U..der tbo Re..,nue Act of 1~32, pr11161'1}T ao ., 

•orgenc;r meuure. It ohoul4 be not-'-, hownor, that tho tax applloo 

to telephone meo•aee• OYer 50 nento, tolosraph and cable ae••&«e•• 

etc., ncme of wbich can be oaid to affect dlrectl;y thooe wbo cannot 

afford to pa;y the tax. In oo tar ae it 1a a W.illou .,.,..,,e, 1t aa:r 

be obifted to the !)rice of the artlole and thero'b7 to the 00111\lDer. 

!!'he extont to wblch tbio occuro, hownor, caD.Ilot be l..Ucated. '1!141 

J'lcloral taxeo .., tbeoe urYicM alto ~oofllct in 1011o 410'•• w1 th St...te­

brpooed taxee. Alth0\141l tho fora 'of J'lcloral end State tax .. N'e DOt 

ld•Ucal, •- 19 Stateo loY)' opecbl taxeo on telephone eomc eo and 

at loaot l G 1•"7 opecial taxoe em tolocraph oorrlc.. . llere, too, 1t 

CMnot bo otat-'- to wbat 41Gl'o• tbeeo taxoo aro obift-'- to the con.,..er 

of th .. o oorYic M. 

I 
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1\ h therefore caru:lud.ed \hat &lthOII(;b it 1rOUl.cl be dolll'&ble to 

el1m1!11lt o thh te>t, ito 71e14 IID4 ..... of edl:dnhtrt\UOII are ooinh 

In lta f&Tor IID4 that r~eal abould be relocated t o a plr~• of oecond­

&r7 conllderatloa. 

(4J) Uot of oa!e dopool t bazoos 

:Both tho teJt 011 oato dopoolt boxoo ad tho teot on chec!:a lfere 

part of the CJ'OUP of •or- te>too iospooed UDder tho Rnenue .Act of 

1932. Uilllke tho teJt 011 ohocb, the 1.0 porc111t teJt on eato dopoolt 

bCIItll hiAI b- c011tl!Ned 11114 will c011tau. b force \IDlooo opocltlc&llT 

repealed. u In tho ClUe of the teJt 011 csbocb, the oolloct1011 ,.. 

throup the 'baDica Md the coot to tho OoToraa&t thorlltore rolotlTel:T 

omall. lnertheleoo, a lart;o mabor of roturno are filed DOIIthl:T olnoo 

t here are ••ro U.... 15,000 'banldll6 ntabUabolllto ~t the cOIIZI­

\J7 . . 

:rrca a re.....,.,. o tandpol nt, tho teJt 011 oato dopooll boxoe hiAI bHD 

relatlnl:T un.l~~portMt. On the other band , the $2,000,000 Jie14 !)or 

...,._ U..r&traot h collected wi thou\ undue d1fflcul.t7 or ca.plolnt 

frc. el thor tho b8llka or tho uooro of eato dopoolt boxoo . !'hlo lock 

of adDinlotrt\tlTo d1fficul.t7, coupled with the fact that the tu f allo 

uU1Date1:T 011 pooplo of oul>ot.MUal ....,o, Nkeo It un4eo1rel>le to 

roc.-....t Ito d1oc011t1JI'IIaDCo. 

(44) Duoo 8lld lnltla\1011 fooos 

!rblo ta leTied at a 10 percent rdo baa boon l n ofteet ol nca 1917, 

hM produced CODoldorable rennue .. t oDall edl:dnlotrDth'e coot , aDd 11'111 

c011tbuo In f orce untll epeclf1c&ll7 repealed. !!!he H• te.xed lo one 

11h1cb clearl:T f&llo bqand tho OCCI!>e of neceell Uoo, aDd lto uoe lo not 

curtail ed b7 the teJt, 1\ h theratoro a oultable perDM&t It"" for 

oxcho t axa\1011. !hlo t ax aq therefore be continued in force oul>Ject 

to ao u....t.OIIt, llllldll6 8ll7 poro011 who, for 8ll7 reao011 fallo to collect 

the teot UpOII tu:iable duee and fooo, Uable for tho teJt biDoolt : un4or 

the ui ttl116 oiatute Uablllty lo cbugeable ODlT ln the cMot of prOTtlll 

"wilful failure• to collect. 

(45) Plotolo &n4 revolyerol 

Plotolo ad rnolnro ban bolD taxed ollloe 1919. !!!he 31reot111t 

10 oercent le"7 Till continue In ofteet llilltll repealed. !l!ho Jie14 31er 

.,.,;,. h uall - $61,000 l n 1936 - and tho teJt lo oc.owbat rosulotoJ7 

ln nature . !l!ho oollolDiotratlTe proce4uro lo rolotlnl:T olll!)le and tho 

coo t of collectlOD 1o reprded ao oztr.-1.7 l01t. It lo roc.-....tod, 

therefore , that thio tax ohould ba contlftUed In foroo. 

( ll() Procnsly ot cori&ln olll: 

Soc\1011 Go2-Ha) of t ho ReTIDUo .Act of 19J4 t..po11d & teJt on the 

tlrot dc.ntlc procoool~>~: of cori&ln olll 11114 prOTlcled \hilt ~00 

collected wlth roepoct to coconut oll wholl:T of Pb1Upp1no P 
011 
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or (r(IQ Mtor1a1a wllo1q of Pll111p))1Da jlrofth w.,-. \0 ba ,aid \0 \ho 
Ph111l'!)iDO Tl'OUUJ7 yro't'ided that \h4i7 ,!>&ld DO aube1d1H h J>rocb»ora of ooc-t oil, o\c, .t.boo.\ $16 1111UOD at \ha $Z7 a11110D r roortod 
60 the h\&1 ,-1old f or 1936 ""' h t.he "'-'7 at t.ho Pll1Uj,p1"' hlaDdo. 

!he purpoaa of \M tu 1o y1'1aar11T to prot.c\ \b. 1a\oraah of 
d .... uc producora of \a11.,.. 11114 o11a ~"'' oortala faroip prod­.ICh aAd will CODUau UDU1 OJ>eo1f1callT np-.l.ed. I\ w....U. .:ppaar 
tbat th1 o aD4 C&D aaro r-.4117 ba aec...,Uabood t.hrOQCb \ha -• of t.ho 
t ariff rather t.haA t.ho tu law. llltficul\7 purauaat to the a4a1D1a­t rat10D of tho taz 1ed to t.ho __ .,, of t.ho a\otuto b7 SocUoa 702 
of t.ho l!n.,...o .I.e\ of 1936, 1111>1ah -oroted a ore c1aarlT the u­aul>J oet to tu. 9aff1c1.,\ CEpori.,co wlt.h \hie _b.,\ 11M Dot 71\ 
baeD had t o .bow mat.hu the ditf1culUH ban bee ...... ..., ... or b.TO 
a orelT c1Toa WT to now ODea. ID Tiow of the 14111Dh\rat1Ta friotlOD CEpar1eoced w1 U. \hi a tu, aDd tho fllrlb.r faot that for 1936 \b. tot.U. yield to tho led..-..1 OoTarnunt ...,, l Ho \han ...... holt \ha aOUD\ col­
lected, 1 t 1o rocoa:oall4ed that a1t.hOQCh Wa tax WT ba oODtilm.ad at prooaot, oTODtual elhd naUOD 1o 114T1aabla. 

(47) l!agula\01'7 tpaa 1 

.Ut.h.....,. a mabar of t.he toxaa di ocuaoed in Clo J>rocodinc oecUODa hoTo affecto which are a01tl'llha\ r et,ula\02'7, t ho folloortDC CJ'OU!> of e«ehoo ( ccludiDS t.ha h x 011 ola,....priDO) aq be oald to be !>1'1aar11T raevJ.a.­toJ7 1D J>'Ul>OIO l 

(a) fax OD t raoafora at oortalD ttrO&ftla Olld MahiDe 

(o fax OD D&rcot1co; 

'""' UD4er t.ha laUODDl J'!..........,a .&.ct, aa •eododJ 
(b~ CottOD futuraa tu; 

(d 'llu OD wllHo pho.phorO'U ma\ohaa: 
( o Taxoo OD adultera ted buUar; 
( f ) fax• OD orocaoo or raooTated butter , al.xed flour, 

filled ch8 ... : 
( c) fax ... State bel< aotaa . 

• !haao tuaa wore not l oTied wl t.h \b. aTowecl. yurpooo of produc1D& rn..,u., but rathar t o rapl.ata or to prohibit tho uaa of or traffic in tho 11>ocit1ed arUol oa 11114 traooaoUODa . Iila1DC t.ho 7MJ' 19J6, tho 71•1d 
h<D theae tazoa --ted t o $575o915• 1D Ti• at t.hoir rocnla\01'7 character, 1\ 1o rec...,et>ded that a11 at tb.oo tuaa be ro\alaed. 
( l or do\aila aa to ra\aa end oolleoUoaa tr .. t.hoao t.xaa, '" \ol>lo 
!)aGo 7-a.) 
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V. CoiiGluion 

fbe toreFlJIC anal78h of tile 1D41 rl4'11111l ....tao\urere • exche, 

do..-ntU)' -'IIIII>• a8tl •hoel~ esetM tADe h of Moeni\7 

prac\loel in cbaraotar. Soo111o011hh are in pural acne 'Dt u.at 

f:ro• tile poia of tbeoreUoel oonei4era\lone, illdirect teJIIIe otiler 

\ben tbo .. 111poM4 for re&DlatorT pvpo .. e or tor \be 'beMfU of \be 

\eJIII4 sroape, Matter ia oo~eoa rl\11 41rM\ tUlle llue4 on tile 

priDciple of aliUl\7 \o PAT• ...._ oonai4eraUoae, ~r. t11111>er 

prlnelplae of equ1t7. !buo, w tla4 that iDd1reet tUlle occup114 a 

tlpficant role 1n tile hderal thoel 171\ea nen durlnc U•e of 

crcat prooperl\7 ... tllnbn~re. \bat tbe7 haw in \be put a8tl 

ecnu,... at p re .. nt to pla7 a -,Jor role ln \be fieoel operaUona of 

110ot forelp ,....,..,...,h ao wll. 

lxio\lat; a8tl probable •ar future ooDd1Uona of \be J'a4eral 

fiJDDCOo p recllldil U.. poni'bUU:r of U.. l...Uate repllll. of all \ball 

taxeo . IDYolrlJIC ~ot t6oo,OOO,OOO per -· \balr 71114 h at 

p reoent llldiopeDO&'ble. Bo...,.r, in nn of tbe tao\ tbet tbe 11141'0'14-

ual tiJIIIo in tbh 11'0\IP "&17 w14el7 1D yroducUYlt:r ao wll ao ln u­
«J''e of l•quity, tile uh\lnc eUuatlon can 'be l..,ro....t llf7 tbe 

elllllnatlon of tbooe tUIII 1tblcb an mot lnequlta'ble a8tl a\ tba -

u- OCCIIP7 Onl7 a alDDr pool\lon ln tba ............ otrw:ture. J\u'tbei'­

IIOre, eoae of tbe regulatory tiJIIIo ban ouU1Ye4 tilelr uoetulu11. 

to recorpitulate t be reoulto of tbe forecobc anal:roh, i t h con­

cluded: 

(1) !rbat \be \IJIIIo on 

(a ) llale of 'brewr•o wort a8tl -.lt !)roduatl, 

('b) -11M pro4UC*l troa na~ pa, 
(c) llale of crude petrol.,.., end 
(4) Bltinlnc of crwle petroleua, 

'be repeale4 'blcanae t be7 are regulatoey t.u!Oo liD longer required; 

( 2) !rbat the ,...,., on 

(a ) toilet preparatlono (5 percent tax), 

('b) c.-rae, 
(c) Cbowlat; cua. 
(d) ,.....,, 
(e) Bld.lo yarto, end 
( f ) ato accnoorleo , 

'be repealed 'becanoe """ oo-41\ln an in co...,., u11 and/or 

'blc .... oe tiJIIIo on tilea an Ufficult to adalnloter; 
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(3) '!k.\ \be \UH em lnporto of 

(o) Cor\olo oll1 , 
(b) Coke Uld cod, l~mber L!l4 COlmer L!14 
(c) CJ'II4o petr ol-=, etc., •• ' 

be re!)ealed becowoo the7 ccr.:ld •cro :9rop1rl.T be uee\ed uoclor 
the \&!1 tf lan ; 

(4) ~t the trxo1 em 

(e.) Proc1111n5 of eerte.lo ollo, 
(b) !!echNilctJ. rerrtgeratora, 

(d Sportln' ~ood1, 
(cl ::at~•. 
(e Jutaooblle trucks, ete., 
(! Jlre&n~a , 1hella e.n<l cr..rtrlt1ce1, r.od 
(c) Sate deJ>Oilt baxea 

be held lo abo:r=ce, to be rweoled niter t:le elbia.c.tloo of 
the te::el ..,., • .,,ted lo SeetlCma (1), (2), o.od (3) e.b.,.,., r.l!d 
m.eo !'lderel tl1col eoooid.erntlooo render .w:h e.ctlcm ;>oool'b!e: 

(5) !hd \be t r%11 on 

(e.) J:lectrlc&l en erg, 
(b) 'l'elet>hooe , telec;re.ph, ce.blo and ndlo noo•eoo•. etc., rnd 

(c) Lu'brlcatlnG olla 

be rl!>o&led 0111T dter the ellcln~>tloo ot the taxea onUDer ... ted 
in section• (1) - (4) lncluolYe, e.bovo, ond rhon tholr revenue 
yield lo no loaaer ro<tUired: and tlooll.T, 

(&) 
(b) 
(e) 
(d) 

the re,cW.ator:- tax••· 
!he d.OCUDental7 o\&10:9 \uea, 
~ a4:11aolooa te.xea, ood 
~· tcxea on duel ond inltl~tlon r •••• 

be rcte.lned ln the !>•=eot tn:: ltNCt•:re. 

The ..cc~DG \&ble rnealo ln 1\DV\I':' !Oftl the rcTonUO ai01lfi• 
er..,ee of thooe \ueo l!boae rey&r.l lo eoooldered north;T of lD"edl:.h or 

subaequent eonolderr.tlcm. 
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Colleotho}T, the 13 \a• HC-1Db4 for l.,e41ah repeal reJ>­

r niD\ All -1 .... .,... ot -..,rad•to}T $38,000,000; U.. 7 \aha 

recor=en4e4 f or nllaequ.-t repeal re,r .... t .., .,.ld.HlGDAl . 6o,ooo,ooo 
of 8IID1IAl r eY.,....; fl.Dall.T, the UlrM ..., .. , llboao repeal u-14 'be 

poo\~ooe4 until ~h a ttae ae flaoal cOD4ltlaoa require, lBTolTo .., 

annual rn•ue of &!IFOZbate]¥ $82,000,000. 

'!he other oa:cha ..., .. aow la .rteot allbt ... u be conUnued. 1D 

\heir F •••t fora or wnll racb • ....._ .. ae baTe ~rmoua]¥ booa 

roc-ea4e4. It d.ooa aot follow, lloornw, \bat tllq qQ&Ut')o f~~r la­

clwolca la tho p oraaD•t tax atncW!-e. '!hat ccm41Uan, e.• tho fcro­

t;OID« ~h ID4lcate4 , h tll.lfllle4 'b7 ~ faar crouJ)O of ezehH: 

(l) hg11].at 027 tueo: 

( 2) »<>cn.ea \&J7 • tell!> ..., .. ; 

{3) .&4111u l coa tazee; and. 

(4) !r..,.oa co 4ueo aa4 WUaUco foH . 

'!hooe ccmclu.ioca , It ~ be oboer.e4, &re to aaco extent at 

.,..=lance with t ho f1a4lac- ct Dr. Sh""!', aa la4lc&te4 1D hh ae=c.....,­

dum t o tho Socrot&J7. l r l tie« throe )'ot.ra ~o, 1111""!' mUc13)ate4 tho 

pudas of •tho -rpDC7' 1a the aot t oo 41ateat fUturo aa4 \herefore 

centere4 hi e 4hcu.doo upoo oxcho tax• aa a Cl"""!'o ccmclu41~~g tbat 

the)' ahoW.d. be rr,>e&le4 wb.ell their )'i old. 0&11 be dlaJ1ea•e4 w1 th. n 
nor. .-.,eara , howonr, that tho lllal.lr: ot tho .,.,he \a re- will be 

requiri.d for aooe Uao 11114 ther efore ln the abon 41ocu .. 1cm ~h 

,... t>lace4 co oelectlcm; 011 the ellalnaUca of the lout dedrable tazeo 

.>~~d the te.port.r7 retention ct ell ot.hero. lD thlo _,or lnO<!ui\7 CAll 

be al nb1ae4. 

\ 
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r. bte!)l e hpraee pt .. In ° 

"'- ........, of -41Uea 11114 •rrloeo 'lbloll llicbt 'be aubJaotecl 
to ache tuaUoa h ••"7 larp, "'- eooDato -~alo, •• dewe1opM 
ill \be pr.o..U111 aeoUoae (llaotloaa I, 0 11114 D), bao abon ezohe ,_ 
\loll to 'be, 011 \ba wbola, a -114&17 aouroa of .... ..,..., 8114 ••n•r 
pooalb1• h to 'be -traotecl ill f&YOr of 4lreot taao. to the ut ... t, 
llowftar, \bat uohe tazeo azoe to 'be ro\&laecl 1a \ba tu atrwrture , 
ol\ber u a boletar t o rw- or u a Amoa for 1'9Mh'IIC tboH 1a 
\ba lower 1- braolcah abo_,, for &alaiatratln 11114 otbar 
HUODe, be ,.,.., '117 -• of 4lreot tueo, oenal& other ..,.,.... lllcbt 
be a4Yutac-~ •-11&4 to 4ohno111e tile poaaiblUUea of att&llllac 
tl:.e - ell<lo 111 a DON 4oairallle D&DDer \ball h ~Uabecl 'b7 u\111&.,. 
tlo11 of aoM of the eXDhe tazea 111 effect at tl>e pro-t u ... 

C.r\&111 arUo1ea are ~le ot proltwllq larp -h ot .. ,._ 
b-..oe ot tbelr wl<lo uoo. lll1cb arUo1eo azoe tea, oott .. , ....,..., aalt, 
thread 11114 t wllle, oollfootlo....,., boo to 11114 abo••· !!>•••, bo,...,er , are 
dal~ ~~-.. uha to tile ...... ot tbo poPQl&Uo11 u4 tuaa tborooa 
woul4 tall DOat bearl~ 011 tho .. wl\11 tho leut -11011lc ellllltr. 0\bar 
t ueo auoll u -1lu 11114 oN<lo petrol- taaa at illoreaee<l raha , a 
t u 011 obeob 11114 a tu 011 tl't.Daportatloll obal'c-, alto baft ._ ..... , rw•- potea\lall\1 ... 

!'raaoport&Uo11 tuea ban raprueatecl ._ ..... , taotora lD the 
.......,.. raoel,ph ot fonlp OOUD\rlea, parUCI"Glar~ a.cl""' 11114 rr...oe. 
Ill tho lalUecl Ita\ eo, u .,. be •••11 ho8 \ba tollowlQC tellle, auoh 
tuea ban rle14e4 ao acb u $26} alllloa 111 ou rear (1921). !'be 
larpr balt of tbla ronaue wao H&lllecl ,...,. the tu 011 tl't.Daport&Uoa 
ot trelcbt. 

J'looal 
~lcl>t lll;>nao 

: Pa .. _r : ...h, total 
XMI' treme :bertha,. etq. t 

19U JO.O 6.5 211.} 2.2 6~.0 
1919 116. 11 lli.} n.11 ~·9 21 .} 
1920 1~.11 17.6 911.11 .1 ~3·3 
1921 1 .o 17-1 97·5 S.') 3 ·1 
1922 115·3 12.5 511·0 6.0 161.11 

lovoe1 . ,_, loporto of the ao-!aolo11er of lateroal -...-• 

Jo •• of tbo fa.ctoro of lllol.._e, oollfllot wlth other ,_, 
11114 recnoohe effeot ~t 111 tazoo 011 tbfte 4lU•• or •rrioeo, 
it lo DOt beUwecl 4oe1rall1e to ooaalUl' tbaa ual"• a ...a tor rn­
aot o\barwlM attaiaellla ol>oa14 f oro• tbo •Uer. 
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C.. the 'llbolo, 1t lt 1o 4eolre4 \<> ill!><>•• other exchoo ol\her to 

co:Q>Ona&to for the lo11 PIU'ft&Dt t o t ho r epeal of tho11 ucho tax11 

horolA re~OD4od for ollaloat loA , or to ohtalD additiooal rOYoeuo, 

tano OA t ho followillf; it•• ..,. achiOYo t h111 cdo with a mill.lOIWO of 

1n.oquit71 

(a) faxeo OA tractor. 11114 tralloro; 
(b) !az on radio hroadoaotiDC otationo; 
(c) fu on hor11 I!Uld doc race 1N,tlro. 

U .a:T be in polAt to -\ion tbat , in tho IID&lTth of t h .. o "00-

tontial oouro11 of amite taz r.,....,.., tho - criteria which ,.,r. 

relied upoA l n the proceclillf; IICtiCA of thio diiCUSiiOA, .-oly. produc­

t ir1 t7, iAci4enco, .... of adainl otration, affect upon oconoalc ontor­

J>riH , 11114 affect vpon ot her leclaral 11114 state ..,d local tazoo, nro 

con1idered. 

( a) T!"• op t rac\<>ro 11114 t rall ero 

At t ho proont tiM t horo are i A affect 7odoral ucioo taz11 

on P••••DG•r automobiloo aDd trucko, but tractor• and tralloro do 

not fall wl\hin tho otatutor7 4efin1 Uon of either aut .. obllll or 

truob. A diotlnctlon baa baon lll&lle b7 tba ~ (1. f . 722; 

C. 11. Juno 1934, p. 376) between trucb (tu:ablo), t ho priM purpo11 

of which 1o to C&rrT a load, and tractora (DOn-tuablo) , tho prlmo 

purpooo of which 1o t o draw or pull a load. AI a raoul.t of thi o 

diftarontiatio.n, autoDOtin cbaaoio of t he abort wheel baoo t7P1 

inhnll.ed to draw t ra.il oro are clauecl ae traotoro and are DOt tued. 

Altboucb tho tax on truclco generally 1o not conoi ured a wholly 

uoirahlo one (oM PP• lo-U oupra). thoro .... t o bo DO Jut1t1ca­

Uon for tbh dlftaronUation bot- n tTPOI• It hal cauaecl a COOd 

4eal of collt\ldon wi thin tba indnotrT, ooJ>Ocie>lly with reop..:t to 

MIN.fa oturor o of both the cballh with abort wh11l ba111 and obauh 

with roga.lar whHl baau. Accordi~~C4', it h roco.,endecl that tho 

atatuto be ..,..,4e4 to include therein tractor& , excapU DG tbo•o not 

adaptable or DOt poralttecl for uoo on tho bigbw&To. fhh would 

laon t &P-o-t all tractore u.eod on farm• and in ooDOtruotlon 

work. 

Attantlon h drawn to :poooiblo d1ft1cult7 with t bio 4et1n1Uon 

tor tax u~Uon oinco tba roqul.romonto of tba ..... ral 1\atll &I to 

tba tTDI of nhiclo peralttecl on highw&To Y&rT, and an effort ohould 

be aado to 11t up utini to etandarde ae a moano of IJUZ'IIOUOtiDG tho 

difflcul\7. 

- - - - - - - - -
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'i'he l.r.creaalft;'; l.a;>orluce o! tra11tn for puc-r uae aua.:."t•h 
their coadduaticn aa prO]>er obJect. for uclte ~tioa. Accurate 
:;>roduction flSW'tt •.re lm&ftilablt but ••U•tH ..ado b)' the AutcaotlYO 
~1¥ llewo placed 1936 producU"" o.t about 35,000 UDih, haYlll.t a Ye1ue 
of about $19,000,000. J'or 1937, it 11 totlaattd Ule.t 'OJ'oduction 17111 
rtMb 100,000 UDito b&Yiac a ftl.u o! abOilt $55,000,IJOO. At tho 3 »tr­
cmt te:r rate 11'!'11cab1o to pueoocer o.ut•obiltt , the 71•14 .,Oilld be 
~out $1.650.000. lhilo eccuratt 11lfo,.,.t1oe aa to the etfech a tax 
ot tbio tn>t oOilld b&Ye oe tralltr ae.let 1t aot at be.Dd , it 1a not 
bell tYK thAt nell a taz YOal4 affect ae.lH UD4u1T. 

~· 011~ State Nl4 local tun 1tY1td GD tre.ileJ't at prttmt are 
;>OJ'tonal proport:r taxoa end re&lotratlOD r.... A J'tdaral t$>!! ... 
trailer• wcr.Ud not, therefore, oU. to the ezht1.,.; coetllct bot,een 
Federal ar.d State aDd local juriodlctioo with reopect to tho 1t~G~ 
of automotlYe taxoa. 

lD Yiew of theae conaldtratlona, lt ia belioTed Ule.t it "ou1d 
be dealrablo to uend the tu 011 o.utcaob1loa to 1nc1".1dt troilora in 
the dotinltioo thereof. 

(b) bdlo atat10ft tax 

A plan baa been propoatd b:r O.orco .!!enr:r Pill"• ot the l'tdtrnl 
COCCUDicatlOftt C-=>i tdoa to tax radio broadcuting ot:-.tiono on tho 
'besh of t ho er.ount of power Wled. ~. rates oUQ;eottd f.J't: Stt\tlODa 
uoin.:; 1,000 we.tto or lees, $1.00 a ntt; e ta.tiono uaina fr0t:1 1 ,000 
to 10,000 watte, $2.00 a watt; ar.d atatlor.a uolng aore than 10,000 watta , 
$J.OO a watt. It 11 .,u..,.ted that thlo h.x 11ould yield $.:; ,ooo,ooo or 
oore ln &nDUa1 ronnuo. An ~ala of I'Jt',tt('.(le used b)' major br oad­
caotlng atatior.a ah0171 thnt 32 atr.Uona e.re Ucar.atd to Wit 50,000 T:atts. 
If thla propoaal nro ene.cted into lar., the:r "ould ea.ch ';>&;' a l'edtrr.l 
tax o! $150,000. ODe ote.tioa, W!.ll of Cinclllnt\tl, 11 liconotd to uoo 
;oo.ooo fttto; lto tax v(l;l].d, therefore, bo '!'lit• h1G>. 

It ohcrJ.ld bo noted that the Y't\dlo brO<!.dcaati...: induotr:r 1G thlt 
coantr:r it 1M''~ ln tho han<U of three le.r~te netvorka, Yis., 
Columbia 3roadcatt1n.:; S7ttoa, llatione.l llr~.du.ttl.,.; C~, 1111d :1ltual 
Broadcaetlnc iS'J8ta. Adde from 'P"1"'enta 11hlch 1r01lld be made b7 tho 
oenrnl ..aller broadcaotlGC CCJOI!lMit•, the bu};c: of the roTonut wOilld 
co::~e !roo otr.Uona controlled b:r thne three oywt••· 

The total arooo rennue for laot )'ear of the broedc&atlaj; 'buoi­
nen """ $107,000 ,000. 11 a tax o\IDh aa the one O"&&>Hted "ere Dado 
etrect1Te, lt 1f<r.u.l be to.ntuount to a 5 Jarcent tc.x Gil CI'O" rnenu.o. 
'!'hia u.:r be teraed comewbat tot'Cotdn. It chOilld further be noted 
that ouch a tax cOilld "Orobabl¥ bo ol11fted to tb& u.oeJ't ot the bro..d­
caotln& fac111tloo who. wOilld 111 turD e4d lt to tbolr o4Ytrt1o1"' cooto 
and ultlJO&to~ to t he "Orlco of tC. articlto oold to canWDen. ~ 
cost of Nl.vortltiGC 1; alrer..<IT a le.rgo ltto 1D 118117 lutaactt 1D tba 
!'rices of art1c1eo, aDd OZI.'J' tu t!hlc!> could tur..her an incrouo in ""'h 

costs la not to be &ncouraced• 
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I\ 1a bellned t:l&t "hila Ule baeh of C1e t= 11 aound end :,.,. 

ec:ODaalc j\18t1f1cat1oo, 1t ahcW.d be lnau,."Ur&tK, ""'J)erlce:1t~.ll;r, at 

ratea .. follonwt 

1,000 watta or leta 
1,000 watta to 10,000 aatta 
Uora t~ 10,000 matta • 

~ a matt 
$1.00 a ,..tt 
$1.50 •· matt 

(c) ~ oc ft6'1TI em horae and doc racea 

.lt tb.e J>reaent tl1M the 01117 tax l med b7 t he 7edere.l GoYen=ect 

oc horae and dca recea h U.e «enere.l tax a'O'Ollcable t o all acllllulcma. 

fax•• co "*(;era haYe been pre-.ptecl. b;r tb.e Statea. 1l1e l'ecl.erol GoYern­

,...,t doaa roeeh tQe caJ.u free 'II'B&8TI thrcrJCb lta lncCIDa tax 1&.,, I n 

addi tloo, Ule J'ederal GoYemaent could a1ao t ax nee bah and there'b7 

obtain ~batantial reYenu e. 

'!'Denty-three Sta tea auU.orhe horoe raelnc m Ul pari-I:IIlt'.lt1 -..-.r-

1n~ aA4 l apoae tazea therecm. Taze• on horse r..ce bete Are a l&rc;e 

i t• in the reY&DUe a~t• of ll&liT J)J.rcpeM COW\triea. J'rt\nca recl.hea 

aaae $40,000,000 annunll.¥ trcm aueh a tnx: ll'llj!l&nd, 011 the bNI1a of the 

ahort y eriod when au.ch a tax....,. 1n effect, ea tl.a&tecl. ita ;rield on a 

J>eT annua b&Oh at about $30,000,000, and S!>aill and Oe""""'7 e.lao f111d 

thla field of t"""tlon axtr••l¥ lucrat1Ye. 

'!'he Uoj>oaition of a ta:; on r""ino; we,;;ers :>i cl>t necenitate, to 

acae e::tent , !'ede~.l recO{;nitlon of rr.dnc a.ct1nt1es. ~""ever, 1t it 

... u t o beal' l n mind th<-.t tho l'ecl.er• .l Gonmmont •.lre~~· recosnhoa 

these actintiea by QAkiiiG admieoiona to race meetinG• eubj<ct to tax 

p.nd, A8 yointed out pr onau.aJ.¥, b7 oubje>Ct in& GaiftC dor1Yecl. froa v:n'o!inc 

to i neoca tax:atlcm. 

J. tax lniecl. on 'DM'i-mutuol " r.gert r.ould be oulte f •r.Bible to e.d­

oiniater and not subject to a Yoidonce or eY84ion. · It necossitctes 

: oreq the COCIJ1Utat1on r..nd deduction o! .. ~.e!'ini te !"'reen~-<;e of the 

to~.l amount ~reel. on er.ch race. 

'l!le tex ucW.d be cU.secl. aa one hnnnc recuJr.to~J 3'Uf'l>•ae N>d, 

r.enar,..lq a'Oealdnc 1701.ll4 not conatltute tn undue 'i>Ul'den on Uloae aub­

:iect to 1ts.1n;r. '.l n.te of 5 J>ercent on tot<.l wecero h r ecoccsnded. 
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G, 

I.iquor all4 !o'--t 

'Bie 4eo1a1oa ~ ezcl'G4e troD pr ..... \ 4e\alle4 -14enUoa, 
the liquor a4 ~llaooo uoiMa 1e ~W 117 tile r-aoop!U• of 
their ...U-taiiUeMcl a4 alpitl-\ -1Uoa 1a the h4eNl 
\Ill< au-tv ... toptber wUh aut.e, \llq -uww tile~ 
a\&;1' of tile Nen.l. Go•w ''• ..-- •W tile ~ u4 
4eetb '-• "-- pa a•\ teat.lraa ot tile \Ill< atnoture el.oa\ 
a quarter of a cea\v7 IICD• .&a earl7 u 1913 tlleH 1'-e -
\riwW $)00,000,000, or 57.1 parc•t, ot tile $Jii4,ooo,ooo ool­
lac\ed trGD all l n\era&l r- aoarcaa, 

'!'able .At tobacco all4 liquor exoiae r-ece1p \e ~e4 
with \ o\&1 1&\era&l r- oolleoUou 

t or tho&l ,.ua 1913, 1926-19)11 
lin lliWS!!! ot. ~J~ml 

I f0\&1 11qaor I I I 
I • !o\&1 I !o\&1 I all4 ~lo&.ooo 

Tear I I.iquor I tobacco I liquor a1141 1&\era&l I U a per-oea\-
I I \o~oo t revaaw I -ca of ~\&1 

I I I 1&\er&&l 

l91J $2~.3 • 76.11 • J()O,l • )114.4 '4·1~ 
19 .5 370-7 :m.2 2,~.0 1 .o 
1927 21.2 )76.2 ~7.4 2, .7 1~.9 
1926 15.3 ~;:~ U,ll 2,790.5 1 ,II 
1929 12,11 447.2 2,~.1 15.2 
1930 u .t =·3 462.0 3. .1 15.2 
1931 10, 1154.7 2,1i:!S.2 111.7 
19)2 11.7 ?::~ llo7.J 1,~7-7 26.1 
19~ 43.2 . 7 =·9 1, s .s 21·& 
19 256.9 1125.2 ,1 2,672.2 ~:~~ 
19~ 4u.o 459.2 870.2 3.299.4 
19 ~·5 501.2 1,~.t ~,520,2 28.6 

12~ ~2 ai ~.2 lalll&a .~3.i &!!.§ 

19:,.) 6113.7 !)69.;, 1,213.0 6,21J),O 19·4 
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!be ratification or \be proldllition 8Delldaont cd \be t:r~ 
Jio1d of direct ~~ ro1ecate4 11~uor and tobacco reYenneo to a 
rela\1n13 leoo o1p1t1cant pool tion dur1J!C \be !l!entieo, !hue, 
1D Ulo fiocal. 71U' 1927 t 'tlbc \bell I CI\Il'CI I 7ie1dad e.l.aoot $1100,000 ,000, 
U..ir rolatin t.;portanco i n total internal rnonue uCNDted to 
~ 13.9 percut. · .l'boola.te collocUou Wire h1cber, 'becwae 
tobacco ~· i...,.. .... .a nt!iciont13 duri"C \be intorla to c .... 
p-te for \be looo or llqaor r""""" tollowtnc !>rolli'bitiou. !be 
tuation of tobacco - 1D fact oo Ulor~ 1a'becl4ed in \be 
Aaerican qotea Ulat ....., ~· ftro 'bol.JIC -ra113 reda.ced Ulo 
tobacco exchoo, wl Ul \be exception of oi~o, ...ro kept ota'blo. 
SilraltaDe011.1l3, tobacco e=-tion inCHUed and \be eo..-or'o 
preferuee oh1fte4 !rc::o 1o.-~d to hiD>-~ produeto - ci~ 

ret tao. 

!be .u'bo~uent repeal of Ulo li&tltoonU. Aaondloent and U.o 
,.....ltoa contraction of direct te.x•• durina U1e recent deproooion 
conspired to return to U.eoe nll-oota'blhbed rennne ooureeo Uloir 
l.mportant relatin pool tion aa ... u. lleference to 'l!&'ble A will re-
n al Ulat \be Jie1d of Ulose 1011rceo rooe tr<a Ule $1100,000,000 len1 
1D 1927 to t455,000,000 1D 1931 and, after a decli.._ t o $1107,000,000 
in 1932, hu ot....Ul7 1Dere:o.aed. Colloetiono durin<; Ulo. laot Ulree 
fhcal TMJ'I .. CNDted t o $S70,000,000, $1 ,007,000,000 and $1 ,1116,000,000, 
rcepeethel7, and for Ulo curron t fhcol you are e>q>oetod to exceed 
$1 ,200,000,000. In ro1&tin o1D>1t1canee Uloy increased h-oD 13.~ pez-­
cent or total internal reYeane i n 1927 t o 18.7 J>ercont in 1931 and 
24. 6 percent in 1937. In addition, liquor e.ncl tobacco contri'bu.to 
eleo to euat001o rnonu... !Ina, in 1935 ti11oe tr.o eommodltieo 
ceeountod tor $6l ,OOO,o0o, or 17.S percent, or the $343 ,000,000 
collected tr011 euatoo10. Correoyolld1J16 date for tho other yearo 
are yreeon ted i n f&'ble 11. 

Calon-1 

'h.'ble 111 foba.cco and li'!W'r euatoeo dut1oo e.-pared 
nth total ea.ot .. o dutieo for 

calandar ya&rl 1926-1936 

(In llilliono of doll&ro) 
1 fetal 1 1'ot&l 1 . f o• .J. Uqb.or ali4 

dar 1 Llqa.or fo'b&cco 
I I I tobacCO &I & per-

liquor and I cuo toeo I eon ta6c of to tal 
tobacco l dutleo 1 euat011o dutieo 

1926 
1927 
lS2S 
1929 
lSJO 
1931 
1932 
193) 
1934 
1935 
1936 

$ .5 
•5 
.5 

:a 
.4 
.4 

7.4 
42.5 
39.0 
44.0 

$}S.l 
4o.o 
39.3 
39.1 
4o.l 
32·3 
22.5 
21.5 
22.5 
22.0 
25. 2 

s.~ 
6.7 
7.0 
6. 6 
6.9 
G.7 
],0 

11.5 
20.7 
17.11 
1].9 
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:rr- \he poill\ of '0'111 of pro4ueUT1t y the 1101\ s.t»rtu t li(IW)r 

uchoo aro \boN 1apool4 at \he rah of $2 per proof or w1.11e colloa 

oa .Uo\11114 op1'0'1h 11114 at \he rate of $&per 'barftl oa boor. .a.oac 

tho \ol>acco taxoo, \he -Jar proO.C.r 1o the tax oa ..all ( otoa4ard) 

c Scarotho aow 1apoeo4 ld the rata of $3 per 1 ,000, o r 5 c.,h per 

p&Cl< of 20 c1carettoo. 01carottoo Wl1ch111C 110re \he 3 po....U per 

tb.ou.o&ll4 are taxo4 at \he ra .. of $7.20 !)lr 1,000, 11114 tollacco &Dd 

omdf 1o taxo4 at the rata of 18 CODh per poa4. A Mta1114 ocb.o.S.. 

llle of curroDt liqw>r &D4 tobacco oxcioo ratoo are preooated 1D 

Table C. 

RefereDCo ob.oW.d oleo bo aad.e to tho fact that 1D a441Uon to 

these :Po4erol taxao , li(IW)r &D4 tobacco aro &lao taxo4 'tv S\ ah 

so•eraa.,to. Ia 1936 Statee collected oam. ¥46,000,000 ~ tobacco 

and $265,000, 000 fl'OID l1qw>r ta.xoe . '~Uta two it•• accOW>ta4 for 

12. 2 porc•t of tho $2,600,000,000 wblcb. Ulo ltatn collocta4 fl'OID all 

taxet. Spoc1f1call7, tobacco 1D aome f ono 11 DOW taxed liT 3l State 

&oYerDDoDte: 21 of theta lo~ taxao oa clc&rettoo at ratoo r&D&inc 

from 1 to 5 c&Dtt per pack, the 1101t fro~JQAt ratoo 'ooiiiC 2 &D4 3 

cente. !!'he State liqw>r tax ~~r•t•• are too het erocenooua to eJ>.o 

able t1p1f1cant COD.eralisa\loao bii)'OD4 the obeerntioa that 17 

Stotet operate li(IW)r etoro 110aopol1oe, while of tho ...a1DMr, 5 

tax oal7 beoro and 26 tax d1et1lltd op1r1\o and wineo, ao well ao 

been . 

lo l leldQS &ll e:.q>l&llatlon for \hio C1'11t ral1&11CI l!pOil liquor 

ud tobacco raT.,..., ...cb. IIIQib.uh ... , tllllt bo placa4 _,. t heir 

p roductinty. I t appoaro , fUrther, that U111o two ._,.,ditiet are 

c.,.rall7 rocarda4 u 11dllrloo and, DOt 1111'ro~ent17, •• repreeentinc 

....Uairablo conWII(!'tioa hab1h wblcb. ob.ould 'oo diocourococl. fa tho 

extent t hat theeo repre .. nt lUZIU')' coawmptioa, thq are oaid to 

reflect , in a 111111ted , ..,,e, ability to pq. 011 oocial CrOW>do , 

the woere of t h ooo cootDOditiao are !Haed to co-11001th1Dc 

which 11 DOt to their 11lteroo\. llbilo tho eoDtoD.U. with reopoct 

to the 110ral oxcoll•c• of till 1D41'0'11!ual 1D woiiiC liquor 8ll4 

tobacco contQOPt i oD ~ haTe UD4eraono a radieol cb.&D&e with tee 

paooiD& of tho yoero, the or1c1Dol ooloctioD of thoto it ... for 

t axatioa oppearo to baft .... ., croatl7 1111'luoncod 'o7 tllooo eoaoidero­

tiono. la eonneoUoa with ID o.:opliDatioD of tceir coat~co, 

bOwaTor , pract icol eoae1darat1oao carr,y sroator o1cD1f1caace. 

Oonl"DDI&Dtal re•enue roqu.lr•ontt ban oJbibitod I oteaq ~ 

trmd &D4 prom1oo to contiwo do1D& 10 1D the 1\>.w.ro wi th the rer.Ut 

tbat connaoato are roluctaat •o rel1Dqu.1oh 1aportaat &D4 wall.. 

oota'ol1ohl4 reToaa. oourcoo. 

'lllm1J1C t o eono14orot1oaa of oeoaoaie t hoor,y, 1 t tiPP&aro that 

doop1te tho fact t hat the :Poderal r eYIIIIll qet• 1o doaicnod t o 

weigh the rolatin tali!)II!ViDt; capac1t1eo througA tee 1nCOOM tax, 
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Liquor 1!114 'l'ob&cco lilltcioo 

!az ia\H 
.t.a ot ~\ 26, 19J7 

1'1tle ot 'ft.z 

:::Xcioo \UOII 
Ll(!UOr 
Boor 
Still dne contAining follomnc 
porcon~a ot ebooluto alco­
hol b;r •olUDe 1 
not o•er 1tv,; 
14(, - 21...; 

~ ,.;., 21.'1 - 2 .... 
ov~r 2~ 

Art1tlclall7 ~.rbonahd wine 
Ll r:uouro, cordial. a and ai:>llor 

COQ?cr.mda 
~ or o;>AZ'kllDG wino 

t o 
ot 

I 'ft,z 

$ 2.00 
5 . 00 

.05 
,10 
.20 

2.00 
. 0125 

.0125 

.025 
:Jrenlll ea or rlno l'plrlh ltithdn."" 

&Nl uaod 1n tcrtlf 1catlon ot mnea 
::le.;r ruu or u:; u tlclo cont41n111,'; el­

eo;\01 ~ortod froa Puerto Ri co 

,10 

2 .00 !or coi>S'.m:>tlon 
Por!'U::le, i~Orted, cont.:Unin,c 41a­

tlllo<! s:>lrlto 

~oba.ceo 

2 .00 

Cl:;t.rll 
not a or o tlln.'> 3 lba. :>or t: $ • 75 
Uoro than 3 lb·a. '"" :: reWl1nc a t1. 

not core ~ ~ eech 
~- 8~ each · 
G~ - 15~ each 
15~ - 20~ Ol>ch 
t:oro than 20~ each 

Cl:;arottou 
!Jot :ore ~ 3 lba. l"'cr :: 
i:oro t.:lc.:l 3 lba. ,or 1: 

'!oboeco a:::.l anu!'f1 
ClGU"et to ,..,..,era: 

2. 00 
J.OO 
5. 00 

10.50 
1).50 

Pl:t;. o: ~50 aheoh .005 
• 0()5 1:1\ch 6ki.lt1oncl 50 aheeta or f raction 

C:,7r1th tu'.leaa .01 

Ueuuzoo ot ~ 

p1r proof or mno cr~lon 
p er burel 

p1r wino soJlon 
l)lr rlne c;allon 
J)er r.ino (ll.llon 
par mne ;allon 
per belt :olnt 

I>•r ba.lt !>1nt 
per belt :oint 

~r proot ~lon 

par pr oof or wine 5&11on 

per uine .,..Uon 

p er 1! 

per ll 
per i.! 
:ter t.: 
J)lr :J 
:»or !! 

l)er a.: 
perU 
porlb. 

:-•r ,c::, 
per !JC:C • 
per 50 
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the !:itt tax, NIA!. the estate tax, t.be conatraction of req111red J>rc>­
c-eaain rate ae&.lea in a.ccord with the reopectiYe ~ 
C8!>&Ci u .. of 1D41rld118le h rendered enr••l7 diff icult. !llwo, 
111 r. cert&in aenao, aome exc1ae taxaa -.&¥ be rlewed ae taxae wbich 
ruz>!'leaent tho ).>rocreao1ve inCOOM tax b;y \&ldJic a 11Hle aoou troa 
the J>Uticul&r ind1rld118l 1lho tilld.a IWoaelt ~lo to diepoae of 
pozt of hie income on .uch cocuoditiea ae are not t oo obrloual:r 
e .. ont1&1 tor hie moll- being. I n thio UOJ>eot, Uquor ADd tob&cco 
~· ~oar t o be core aui~l• than coot other ~·· of iDtireot 
tax••· 

'1M till&l reat1ng pl~.ce of the burd.c apooed. b)' tob&cco &Jid 
liquor taxeo can be dotu>dned w1 th c;:reater prec1a1oa than that 
for aoat ot the other indirect taxao. lillpeciall7, h 1t d1tfic:al.t 
to ucort&in the i aci denco of thote i nd1rect taxae 11b1ch .,.tor 1ato 
the coat of doiDt; 'buaiuu. JUrthe,...re, the burden of liquor &114 
tobacco taxea rooto upon co...u.ero who h&Ye at leaet a theorotio&l 
choice bet,.oan abete.1n1n& tr .. t.beee c ... odiuee or uaiQG the:l d 
the o~onao of hieh tax.. . !o conddar the re;>laceaent of 11C)uor 
enC. toba.cco tax•• w1 th e:::chel 111Uch woul4 \llu'd.c t.be cecr&l l'Ul>­
l1c wulcl thua be tanto.aount to lOt:erine the atandud ot U n nc 
of tho low inc0<1e clr.aseo irree;>ecUn of ....,thor or not the;r lw1 
chooon to 1Jidul4e 1n the hi.;hl¥ t&Dd l =l.eo, llC)UOr and tob&cco. 
tlh1le the &I*""''>U on UDdul71ne thia an&l701o, that h, that liquor 
allll toba.cco do not conoti tnte eaaenti&lo tor the ll&inteiWlt." of a 
docent otandard or l1rlut:, ao:1 be de,.ted, ito relat1n Y&lid1i7 
otanda w1 t hout d1opute . 

.U sut~1..,; that tho uao of oCIIo exch .. ccnot be aYoi ded in tho 
pr esent N1d ))rob&blo uar fu.tnro et&te of the Federal thct.l o;yotea, 
1t Oll>:f be Q&inte.ined that 10 10116 u ooae r oUc.nco auot be J>lO.Ced 
tt:>on con.-;>tion taxoo, hee.Y"J tano upon fn pr oporl:r oelocted &Nl 
vidol:r uood co=od1 ties ere ;>rob&bl;y a ore equ1 table than lor.er 
texeo ~pon a ~zoe uuaber ot coauoditiee. 

In U•o UGbt of tho '11'111- eetablithed ond o1&;n11'icant pot1Uon 
or tho .. exch ea in the Federr.l tax otrw:tare 2.114 , fu.rthoraore, 1a 
Yier. of tho noceaa1 t;y of rete.iniDt; for a t iae OYen aoae of the l eaa 
deoir~ble aiacellaneous e:::ciaea, ~ationa tor the ~eYiaion ot 
the li~uor and tobacco e:::ciaea are not now ~ertr~on. 

Oloow..rcuine l 

~ taxea on oleomer;arine heYe been in effect un1nterruptod.l7 
for he.lt a contur;y tnd in recent ;y6CJ'a ~n produced oppro:ia o.te]J' 
$2 ,50<).000 per ..,..,,., On i'bct.l fii'Ounda &lone there ~eua to ,. 

Regraded Unclassified



( 

( 

( 

- 110 -

110 cl- - t• u.. re-..u .. of U..eo J.m•. ••uuw, u.q 
...-. orlc:lMllT-'-' 11114 ~'lT rew.K ~ t• \lie ,...,.,,. of prot.cu~~~: 4a117lac 11114 -lCIIIl-. ,.._ u.. ae­
nr• COiliPtiUUoa 'llbicb ......U lw<n pr..ailed. lla4 ol-OiriU 
pro4u4Uoo • In" _..a\rlcted.. 2loo coul48rdlooa 'llbicb 
-.t CO"W"l u.. IIP!'ftllal of \lleao bnoo \rua....a ooooaalc 
cro-4• ...,, ., PI'"•' u.-..... 

Regraded Unclassified
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JIHWIDILl ••• 

( ... ..ce T of We _......., for o-cto oa 
U.. pllaMe of U.. llh .. l'n I 'M !u: QaU 

..,.,rh, OOD'-iul 1D ~ IH)M4!S. ) 

Regraded Unclassified



REPORTS 

OP' THE 

MISCELLANEOUS TAX UNIT 

U~N THE 

HISTORY AND APPLICATION 

OP' 

VARIOUS MISCELLANEOUS TAXES 

Regraded Unclassified



TREASURY DEPARTMENT 

WASHINGTON 

Of'f'K;I OI" 

ec-·~~~ 
~ ........ .,., 

---:.0:::."::"-=-­
liT IDC 

IIIIIOBAJrnQl JOR: 

llr. Georce c. Haaa, 

IIOY•ber 5, 1936. 

Director ot Reaearch and Statiatica, 

!'reallll17 ~t. 

Purt!uaDt to the inatructiona ot the Secret&r7, aa pnn 1h a 

memol'ell4mo dated -'>least 28, 1936, there is tranamitted herewith, 

for uae 1h the tax atudies DOW beinC made by :your ottioa, reporta 

with rel])80t to the varlaua taxoa (other than the capital atoclt tax, 

estate tax, cttt tax, and the taxes illlpoeed under the carriers' 

!'a.rlng J.ct and !l'itle VIII ot the Soo1&1 Security Act) a&niniatered 

by the ll1acal1aneoua Tax Unit ot the Bureau. 

The reports ban been prepared 1h eceo~ with the .ut:­

«eationa made by J'OUl' attica and set forth u to the respective 

taxes (1) the amount ot revenue derived tor the fiscal ;year eDded 

JUlie 3l, 1936, (2) eatt.&ted yield tor the fiscal )'ear andint; 

June 3l, 1937, ( 3) the eta tutor)' becll:ground or a 8U:!IIIIU'i:ed his tor)' 

ot the tax, ( 4) the ecaaaoi9 baeia , i . e., whether tho tax ie an c­

cise or 1a ret;ulatoey in scope the 1.D.ctllatey conoorned, IIWDl>er ot 

poraona t111ne reiurne , etc., (s) ihoquitiea or conflicts 1h the 

aul>Jects taxed, tax &'t'Oidancoa, etc. , ( 6) a4miniet:rativo d1ft1,. 

culties, and ( 7) a recoaaen••tion aa to the continuance or reGII&Ct-
' 

mont ot tho tax with a lnlUiO&tion ot such ami:mdmonto aa are con-

aicl.ered cl.eairable. 'l'he reporta heve been coaped aoeordinC to tho 

R8'9'euua J.cta or atatu.tea under which t he a8'9'eral taxes are i:poeed 

~nnlnt; with the l&t•t ReTenu.e J.ct 1h poiht ot time and ao on 

d01m to the earlieat taxillC atatu.te still 1h forco. l'or c.,.._ 

Venl.eDeo and qai~ retonm.ce 1h the uae of thie •ter1&1, a table 

of oontenta and wl>Jeot 1ndeJ: han also bee prepe.red. 

APPIOUD: 

(S~ed) IJ, S. BLISS, 
Deputy Ccmld.aeioner, 

(S1cne4) CIWI. ! . JDSS'Cl·, 

J.otint; C-s.adaner of Inhrul a--. 

Regraded Unclassified



Section 

6o2f. 
Go4· 
Go51•1 (ll. 

(21 . 

bol(c)(ll · 
(2) . 
(31 . 

bo2. 
6o3. 
6oi,. 
6o') . 
6oG(a l. 

(b I . 
(c I. 

6()7. 
GoB. 

~' ,. 
610. 
6u . 
012. 
bl3. 
~1.4· 
Sl5(a)(l) . 

731· 

741. 
751. 

(2) . 
(3) . 

141 . 
(51 · 
(C,). 
(71 . 

'!'ABLE OF COII'r.li'IS 

Stat ute'!_ 

RL"VDlUE ACT OF 1934 

Miscellaneous and aaloe u:res Paso 

Processing of certain oila ••• •••••••••···········•••• l 
Sale of crude petroleum •••••....•••••••••••••• •• ••••• 4 
Refining or processing or crude petroleum ••• ••••••••• 7 
PrOducing or recovering gasoline from natural gas • • • • 11 

Sale or lult!'icatic.8 oil ••..••.•....• • . , ...........•.• 

Sale or automobile truck chassis 6nd bodies, ate • • ••• 
Sole of automobile cbnssis and bodies , etc •••••••••• . 
Sale of parts and accessories tor nutomobiles, etc ••• 
Sole of c~~ponents or r adio receiving aots • • • • •••• • •• 
Sale of mechanical r efrtger otors and certain 

con:p')ncnta theroot • • •.•...... •'• ...• • •....•. . . 
Sale ot sporting goods , ~to . •.• ...•..•.•• .. •. •••.•... 
Sale or firearms, shells, and cartridges ••••••••••••• 
Sllle ot ecu:aeras ...•.•......•.•.•..........•...•....•• 
Sale ot tcatehes ........................•...•....•.... 
Sale of candy .•..•............................ . ...... 
S6le or che-.11..ng gum ••••••••••••••••••••• • •• •• • • . • · • • • 
Sele ot cereal beverages ••..•••••••••.•••••••.••••••• 
Sole or untomented grtlp8 j 'Ji OC • •••••••• • ••••••• • •••• 
Salo of unteraented fruit juicee nnd carbonated 

beve.rasc:s ••••••.••••. • .• • • • • · • • • • • • • · • • • • • • • • 
Sale ot still drinks ••........•. . .. • ... • ~ • • • • · • • · · · • • 
Sole or natural or artit1c1al minoral or table 

waters, etc • .••••••••.••.••••• •• •••••• • •••••• 
:rinisbed or rountc in syrups . ••.•••.. •. · ·. · · • • • Sale or 

Sale or 
Sale or 

carbonic acid gao • •••••·············\······· · 
electrical enerGY · · ···~·········• •• • • ••• • • • · • 

Sale ot psolin.e •• •• • 1 •••• I I. I •••••••• • •• • • • • • • • • • • • • 

Cbargus tor use or telegraph, telephone, radio, 
and cable tac111t1ee • ••••• • ••••••••• • •••••• • • 

71 
74 

77 
~i 
83 
8b 

Transportation ot crude petroleum, etc ., by 
pipe line •••••.•• • •••• •. • • • • • • • • • • • • · • • • • • • · • 4)3 

Chargee ror use or eare depoait boxee •• • •• ••••• • ••••• 97 
Clleclts , <~ratte , or ordere tor the pay:otnt ot money • • • '}!j 

Regraded Unclassified



s..ou or. 

400· 
401. 
402 . 
,OO(a)(l) . 

(2) . 

(31 · 

(4). 

(51 · 

501· 
6oo(2) . 

llEVZNUE ACT OF 1926 

M1aoe11aneous and sales texoa ~ 

Sale or withdrawal or cl~art and cignrettas • •• • • ••• •• 100 
Sale or wit~drawal or other tobacco products ••••••••• 100 
Sale or o1sar•tte papors and tubes •••••...•••••••••.• 100 
~enta tor a~ssion to any place ••••.••• • ......••• 103 
Sales or od=iesiona by tic~t brokers in 

excess ot estoblished price •••••••••.• • •••.•••••••• 109 
Sales or edmlaeious by proprietors and 

employees in oxcese or established price • •••••• . ••• 113 
Permanent use or lease or boxes or scat s in 

any plo.ce or wnuseoent . . . . . . . • . . . . . . . . . . . . . . . . . . . . . 116 
Payments for admi ssion to roof gardene , cabarets , 

or ei~l&r entertainments •..•.••.••.......•.•.•.••• 120 
~ent or dues and initiati~n race to social, 

athletic , or sportin6 clubs , or or&&ni:etioLs •• • •• • 125 
Sale ot piatola and revolvers ••• • •••••••••.••••••••• • 129 

Doeumontan stamp taxes 

Title VIII, 
Schedul e A, 
Subdivision-

l Issues of bonds of indebtedness by corporations •••••• 132 
133 
133 
134 
134 
1)5 
15') 

2 I ssues of capital stock and similAr interests • • •••••• 
3 Sales or trenetere or stock and similar interests • • • • 
~ Sales or produce OD exch6J>I\CS ror tuture delivery o" •. 

:Passae.e tickets .............. .......... • .••....... . . • 

2 
~ 
9 

10 

Playing cards ••..••................• • •...•..•.... • . · · 
Foreisn ineurance policies ••••••••••••...•••••••••••• 
Deeds ot con•eyance ••••••••.••••.•.•••••••• • ••••••••• 
Transfers or corporate bOnds or indebtedness • •• • ••••• 
Transfers of 1nte~sts in silver bullion ••••••••••••• 

J.IISCEI.LANEOUS RZ.CQL\TOm' S'l'ATI1l'ES 

i~ 
13!> 

N~tlonal Firearms Act ot 1~34 ................. ... ................ 139 

U~ted States Cotton Futures Act ••••••••.•...••.••••• • •.•• . •••.. • 149 
(Act of August 11, 19161 

il:\rrison Nar·cotic :Law ••••••••••• • •••••••••••••• • •• • • • • • • • • • • • • • • • 140 

(Act of DecCI!!ber 17, 1 c;u.l 

Act or April 9, 1912. 

Act or YAy s. 1~2 . 

Aet or ~~ 9, 1902. 

(Whito ~ospborous matches) •••• ·· ••••••• 149 

(ndulteratod butt~r ) .... .. ... • • • · · • • · • • • 143 

(process or r enovfttld butt~r) •••• ••• ••• • 144 

Regraded Unclassified



IIISCELIANEOUS Rr.GULA1'0Rr sv:ron s (continued) 

Act of 1UIIe 13, 1898. 

Act of 1une 6, 1896. 

Act ct August 2, 188b. 

(mixed tlour) I I I I 0 I 0 I I I I I 0 o o 0 I I I 0 o o o o o o I 

(tilled obeese) I I I I I 0 I I 0 I I I I I I I I I I I o I I I I 

(oleanarsar1ne) I I 0 I I I I I I I I I I I I I I 0 I I o I o I I 

1!!1!. 

145 

146 
147 

Act of Tebruery 8, 1875. (notes used tor c1roulat1on) •••••• •••••• 14~ 

Regraded Unclassified



Adzolsslona: 
s.y per.Danent uae or lease ot boxes or aeata •••••••••••••••• 

Sold by proprletora or employees In excess ot 
e a·tabllsbed price •• • •••••••••••••••••••••••• , ••••••••• 

Ticket broker's sales tor amounta In exceaa ot 

establi shed box-ottioe price • •••••••••••·· · ···•••••••• 

To &n7 place tor wblch charge Ia more than 40 cent a ••••• , .. 

To root gar<lena, cabaret a, etc,, to wblell the cberge 

Ia wholly or in pert Included In the price paid 

tor retreabment service, eto •• •••••••••••••••••••••••• 

A.utacobilee ••••••••••••••••••••••••••••••••••••••••••••••.••• • 

Beverages: 
CarbOna ted • •••••••••••••••••••••••••••• 0 • 0 •••• 0 • 0 •••••• 0 ••• 

Car boni c acid gas ••••••••••••••••.•••••••••••• , ••••• , •••••• 

Cerea.l •••••••• . ••••••••••••••• ••• ••••• ••••.•••• •••••••••••• 

~t Juices, untermentec! •••• • ••••.•••••••••••.••••...••••• 

G111pe concentrate • o o o ... o .. o o .... o o .. o o o oo o oo o oo o o o o .. oo o .. 

Crepe julee: 
EYaporated •••••••••••••••••••••••••••••• • ••••••••••••••• 

UnteJ"'C8.nted •••• • •••••••••••••••••••••••••••••••••••••••• 

Grape syrup •••••••••••••••• •• . ••.•••••... . ••• ...• •••••••••• 

St11l drinlca •• •• •••• • ••••••••••••••• • •••••••••• ••••••• • • • • • 

S)rupa, tiniehed or f ount ain •••••. . •••••••••••.••••••••.••• 

Table water6, natural or artificial ••••••••••••••• ••••••••• 

Bonds of i ndebtedness , corporate, iasue or transfer or o•• •• ••• 

Brewer ' a 1110 rt • • • • • . • • • • • • • • • • • • . . • • • • . . • • • . . . . . . •••••••••••••
• 

Butter: 
Adulterated •• • ••••••••••••••••••• •. •••••••••••••••••• •• •••• 

Process or renovated • • •••••••••••••••••••••••• . ••..•.• • • • • • 

Cable diapotches and messages •••••••.•••••••• ••••• ••• •• •• • • • • • 

Ce:Deras •••••••••••••••••••••••••••••••••••• o •••••• • • o ......... . 

Cand,y ............ ............. 0 0 0 ••••••••••• o o o o o ••••• o • o •••••• 

C6pital stock, issue or tranater ot •••• oo• • •• ooo o oo• o••• • ••••• 

Cat-trldcea 0 ••••••••••••••••••••••••••• o ••• o ••••••• o o •••••••• o • 

Chocks (lneludtns dratta and orders tor =oney) ••ooooooooooo•o• 

Chowi.ng: guo • ••• 0 •••• 0 ••••••••• 0 ••••••••••• o •• o •• o • o •• o •••• • • • • 

Ciga.rs •••• 0 ••• 0 ••••• 0 • 0 o o ••• o •••••• o •••• o • o • • • • • • • • • • • • • • • • • • • 

Ctaarett es •••• 0 ••• 0. 0. 0 •••••••••••• o ••••••• o ••••• • o o •• o. o o • • • • 

C1neretto pe.pera and tubes o o. o o o o •••• o o ••••••••• o • • • • • • • • o o • • • 

Coconut oil. process1n,s ••••••• 0 0. o •••• o ••• • o ••••••• o •• o o • • • o o o 

Cot ton tutt.ares •••••• 0 •• 0 0 •• • ••••••• 0 •••••• o o o o ••• o •• • • • • • • o • o • 

Crude petroleu:n: 
Prooeeaill(' • 0 •• 0 •• 0 • 0 0 •• 0 ••• 0 • o ••••• o •• o •• o • o o o • • • • • o • o • o • • • 

Retlning ••• • •• 
0 
•••••• 0 0 ••• 0 • ••••••••••••• o •••• o. o o •••• o. o •. 

Sale ••••••••• 0 0 •• 0 ••••• 0 •• • •••••• 0 0 ••••••••••• o o o ••• o • • o • • • 

'l"ra.naportati.)n • • o •••• • ••••• o • • •••• •• •••••• o • • o • o • • • • • • • • • • • 

!'logo 

u6 

ll3 

109 
103 

120 
40 

~t 
66 
71 
22 

22 
68 
22 
74 
79 
i1 
132, 136 
19 

143 
144 

9)l 
~ 
~63 
~ 
100 
100 
100 
1 
149 

7 
7 
4 
93 

Regraded Unclassified



Deeds or conveyance o ••• o o ••• o • o o o o o ••• o • o •••• • o o ••• 0 o 0 •• , •• 0 ••• 

DOcumental')' at8:Dp taxes : 
Deed. a ot convey·ance •• ••• o •••• • •••• o o •• o o. o • o • o • , ••••••• 0 ••• , 

Foreign insurance pOlicies •••o•oo•••oo••o••o•o•••oooooo•o oo• 

Issues of bonds of indcbtodnesa by corporations ••••••••••••• 
Iaeuea ot capital stock ••••••• o •• o ••• o ••• o 0. o •• 0 0 0 •••••••••• 

Paesago tickets •• o o o ••••••• o o o. o. o •••• o. o •••• 0. 0. 0 •••••••••• 

Play ina cards o ••••••••• o •• o •••• o • o o o •• o •• o •• o •••• o •••• o ••••• 

Saloa or produce on exchange t or tuturo deliveey •••••• . ••••• 
Saloa or transfers of stock and similar int erests ••••••••••• 
Transfers or corporate bonds of inGebtodneaa ••• •••••.•• ••••• 
Trona tors ot interests 1n silver bullion •••••••••••••••••••• 

Dues , athletic , social , or spor ting club or orfanization ••.•••• 

El.ootr1cal energy .• o ••••• o •• o •• o • • ••• • • • ••••• • o • • • o •• o o •• o ••••• 

Page 

135 

13') 
135 
132 
133 
134 
13') 
134 

i~ 
1,1> 
125 
83 

Filled choose •••• . ••• .•• • • • •••••• ••.••• ••• • • .••••.•••• •• .•••••• 
Pi rearms • o o ••• o o •• o. o •••• o • •• o •••• • • • •• • • o •• • o o 0 •••• o. o o ••••••• 

lt6 
')o>, 13'3 

Forei&n insurance polici~ll ••••••••••••••• •• •.••.••••••••.••.••• 
Fur a o o ••• 0 ••• o 0 o •••••••••• o •••• o o ••• o o. o •••• o • o. o •• o o •• o o ••• o •• 

Ce.a , co.rbon1e ocid • •• o ••• o. o •• o •• o o o. o •••• o. o •• o. o •••• o ••• o ••• o 

Oeaoline: 
PrOduced or recovered in tho United States tro~ 

n3. tural gas . o • • 0 o • ••• , • o o • , • o •• • ••• o o • o •• o ••• •• o o •••••• •• o 

Sale or use by producer or tmporter ••o•o••·•••o•••·•• o ••
00

'' 

Inner tube a ••••• , ••• , •• , 0 o • o •••• o • • •••••• o • o ••• o •• o • • o o •• o o •• •• 

Jewelry , • • o o ••• o 0 o • o • o •••••••••••• o ••••••••• • • o ••••• o •••••••••• 

Lubr1cat1cg, oil • ••• • , •••• o •••••••• o o. o. o o •••• o •••• • o. o o •••• o ••• 

J.:acbln.e guns • 0 •••••• 0 •••••• o ••••••••• o ••• o ••• o o ••••••••• o o ••••• 

llalt , extracts • l iqui d 
1 

syrup • , ..... o • o •••••••• o o ••• o • o •• o o o o •• o 

~ tchea • •• 0 o •• 0 • ••••••• o o o •• o o ••••••• o •• o •••••••• o •• o • • o • • • • • • • 

~emberebip tees , athlet ic , social, or epor tine cl ub or 
or ganizat ion • •• 0 •••• o ••••••• 0 •• o •• o. o •• o o. o o •••• o •• • •. o •• o . • 

Mixed. flour • ••••• 0 ••••• 0 •••••••• o •• o ••••• o •••••••••• • • o • • o o • • • • 

).1otorcyol ea 0 •• •• • ••• • 0. 0 o, •• •• o. o •• o •••••••• •• o ••• o • • o • • • o o • • • • 

Narcoti cs • • 0 ••••••••• 0 ••• o o o •• • ••••••• o. o. • • • • • • • • • o • • • • • • • • • • • 

Notea uatlld tor c irculation • •••• 0 ••••·•o•o••ooo•o•• o • o o•••···oo• 

Otl. lubri eatin& •• 0 ••••••• o ••• o ••• o •••••••• • • o • • o • • • o o o • o • • · • o• 

OleOIDa.r&artne ••• 0 0 ••••• o ••••••••••• o • • • • • o • • • • o • • • • • • • • • • o • o o • • 
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140 
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P&lJ!l oil , processing • a a •••••• • •• 0 0 ••• •• 0. :-:-•• 0 •• 0 ••• • •••• • • •••• 

Palm-kernel oil, process1n.g • o •••••• o o o • • •• o o ••••••• • •••••• 0 •••• 

perts and accessories, automobile ••• •• •••••••• o •••····· oo ••• •o • 

Pas sago tickets •••••••••••• o ••••••••• o •••••••••• o ••••••••••• • •• 

Pistol s •• ••••• •• ••••• • ••• o • • ••••••••••• o o ••••••••• • •• • ••••••••• 

Playing cards 
Preceeeing or 
Pro4uoe , sale 

•• 0 •••• 0 •• 0 0 •• 0 0 ••••••••••• • •••••••• • ••••••••• • ••• 

certe.in oils •• • •••••• o •••••••••••• ,. 0 ••••••••• 0 •• 

or on exchange tor tuture delivery ••••••••••• • ••• 

Radio dispatches and messages •••.•••.•••• , •••.•• , •.• , ••.•••.•• , 
Ra4io receiTing sets or combination radio and phonograph 

••te, coaponents thereof ···················•··· ·····•••o•••• 
Recorda, phonOE;rapb ........ o ••••• o ••••••••••••••••••••••• o •••••• 

Refrigerators , nec!lanl.cal houaehol4 type and certain 
cCXDponents thereo.:t ••••••••..••••••••••• o •• o o •••••• o ••••••••• 

Revolvors ••••.••••••• a ••••••••••••••••••••••••••••• 0 ••••• • ••••• 

Sa.te deposit boxes •••••••••••••• •••••• .•••••••••••••••••••••••• 
Sesame o11 , processiD.G ••••••• o •• o •••••••••••••••••• o •••••••••• o 

Shells ••.••..•••....••. 0 ••• 0 ••••• a ••••••••••• 0 •••••••••• • ••• 0 •• 

Silver bullion, interests in, traneror a ot ·· ···· ········•o• •··· 
Sporting goods , g~s and parte of games •••••••.••••••• . •• . ••• . 
su.otlower oil , processing .•••.. 0 ••••••••• 0 0 •••••••••••• • 0 ••••• • 

Telegraph dlspatebes and messages ••••••••••..••••••.• .. •• . •••.• 
Telephone conversations •••••.•••••••• · •• • · • • · • • • · • • · • • · • • • · • • · • 
T1 rea ••. 0 •••••• 0 0 •• • • •• 0 • 0 • •••••••• o •••••• o •••••• o ••••• o •••••• o 

Tobacco •••••••••••••• 0 •• 0 •• 0 •• o •••••••• o ••••••••• o • o ••••••••• • • 

'follet preparations ••••••••.••.••••• o o ••••• o •• o ••••••• o. o ••• o •• 

Trucks, autOI!IObile • 0 •• o 0 ••••• o •• o •••••••• o •• o •••••• o ••••• o ••••• 

\ \lbi u phosphorous ,a,tcbes ••••••••••• • • • • · • • • • • • • • · • • • • • · • · · • · · • 
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45 
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'l'AX 0!1 PROCISSIIIG 07 C!Ri'.UII OILS 

Section 602t of the ReTenue ~ct of 1934, 

Yield for the f1eeal year- 1936 - $ 27,S91,080,79 

Yield for the fiecal year - 1937 - 30,000,000.00 Eaticated 

.Approxicate nwDber or taxpayera -- 340 

Batea of tax - 3 and 5 cents a pound. 

Statutory b!ckgrouod. - Section 60at(a) of the Revenue Act of 1934, 

effective llay 10, 1934, l..q>osed a tax at the rate of 3 cents per po\U\d 

upon tho first domostic procesaing of coconut oil , palm oil, palm-kernel 

oil , aeaame oil, sunflower oil and cocbinationa or mixture• ot auen oil. 

which waa paid by the processor. An eddit!onal tax of 2 centa per po\U\d 

was !<posed on the firat domeat!c proceseing of coconut oil or any com­

bination or ll!ixture of coconut oil except when it was eotabliahed that 

such coconut oil (1) wae wholly the production of the Philippine Islands 

or any other pooaeaoion of the United States, or (2) was produced wholly 

fro11 materials the growth or production of the Philippine lslando or any 

other poaaeas!on of the United States, or (3) was brOUght or produced 

frob mater!ala brought into the United State• on or before tho 30th day 

after the enactcent of the Act, or (4) was purchaaed under a bona !!de 

contract entered into prior to April 2S, 1934, or produced from material• 

purchaaed under a bona fide contract entered Into prior to April 26 , 1934, 

All taxes collected with reapect to coconut oil wholly of Philippine 1 

production or produced from materials wholly of Philippine growth or 

production , were held aa a separate fund to be paid to the Treasury of 

the Philippine Ialanda aubject to the condition that if at any time tho 

Philippine Islands pr ovided by any law for any subaldy to be paid to 

the producers of copra, coconut oil, or allied products , no further PaY­

menta to the Philippine Treasury would be made. Pirot domeatlc proceaa­

i.ng waa deflaed aa tbe tirat uae in the United Statea in the llallufacture 

of an article Int ended for aale. The use of palm oil in the manufacture 

of tin plate waa specifically exempted from the tax . No almil ar taxeo 

~pon theae producta wo~e lmpooed under any of the prior ROTonuo ~cts. 

Section 402 of tho Revenue Act of 1935, effective Aut;ust 30, 1935, 

imposed a compensatory tax upon the Importation into the United Statea 

of any producta which althOU&h manufactured or produced from any of the 

oilo subJected to tax under section soat(a) or the Revenue Act of 1934, 

or tection 60l(c)(8) of the Revanuo Act of 1932 (relating to an !aport 

tax on f!oh and marino oila), did not come with!a the acope of the taxeo 

levied under theoe 1 ectlono. Section 402 o! the Revenue Act or 1935 was 

to continue in effect only during the tloo section Scat of the Rovenue 

Act of 1934 and section SOl(c)(B) of tho Revenue Act of 1932 wer e in 

exiotence , but ouch section 402 waa repealed oa ~ut;uet 21, 1936, by 

aectioa 703 of tho Revenue ~c t of 1936. 

Section 702 of the Revenue Act of 1936, effective Aucuat 21 , 1936, 

amorded eection Scat of the Rnenue Act of 1934, by ol!,.iaating oeoame 
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oU aDd suntlower oil tram the taxable products , and by adding tnereto 

tatty acids and salts ot the remalniog texablo o1la , or coconut on, 

palm oil, and palm-kernel oil . Tbe section was turther amended to pro­

vi de that the tax shall DOt apply to (l) tatty acids or salta resulting 

trao a preTious tira t domestic process ing taxed under section 6o2t, or 

upon wbich an import tax bacl bean pe icl UDCier aaction 6ol(c) (8) ot tba 

Revenue ACt or 1932, os amended, and (2) any combination or mixture by 

reason ot its eont ainln& an oil , tatty acid or salt with reapect to which 

t here was a previous first domestic processing, or upon Which an tmport 

tax •s paid under aection 6ol(e)(e) or the RevaDua Act or 1932, as 

amended. Although sesame oil and sunflower oil were el iminated tr= 

the taxoble producta , the tax still applies to such oils, or coQbinetiona 

or mixtures t hereof, es were imported prior to Aueuat 21 , 1936. 

Tbe tax will remain in ettect until Congress llll.kes proTist on ror ita 

repeal. 

Economic basis . - The tax i s an excise t ax upon the processing or 

the specified products and is paid by the processor thereof, 

Sa:le or the !:lOra 1mportant i ndustries attected by the tax are domestic 

crushers or copra, domestic producers or refined oil , manufacturers or soap, 

cooking oils and shortening, salad oils, paints , t extiles , and manufacturers 

or roods , aueh as piet, pastries, etc . 

It should be noted that the tax on ooeonut oil ia 3 cents per pound, 

and in some cases, 5 cents per pound. The average cost ot refined coconut 

on waa approximately lt cents per pound at the time the tax !irat became 

otreetive. The tax, therefore, equaled approximatel)' a t least twice tho 

Taluo or that product and correspondingly increased tho coat ot such oil 

to the users thereof, In some eases, tax was imposed on tho use or e 

product ot such oil wbioh waa in tact n waste product , tbe value ot which 

prior to ita processing was negligible. These condit ions also applied 

to the other oils subjected to t he tax. Consequently, the tax baa 

encouraged tbe use ot substitut es tor the taxable products. Tbeee sub­

stitutes coMlated ot domestic tallo"a and oils and or foreign oils not 

included ln the taxing statuto , one in particular being babsssu o il. 

Administrative dirtieulties , - Many ditfieulties arose i n tbe adminle­

t ration ot the tax, primarily because thco tax involnd a cooparetlvely now 

tleld ot taxation and becaueo the law was silent as to its application with 

respec t to various trade practices . The law was not definite enough to 

det ermine the problema wbich did ariso and, moreover, contained many 

"loopholes• . In addition , tho tax eontlieted with LgpOrt duos and waa con­

tused b)' many t axpayers with the procassiag taxes Jl!lposed under tho 

A&~icultural Adjustocnt Act . I t is believed that tbeae dirrieulties have 

boon overcome to a great extent through tho amendments oonctod in saction 702 

or tbo Rennue Act ot l'J36· Howonr, the amen<tmenta ere ao reeunt that the 

Bureau i a without autricient oxpor13nco t o indicate how the amended stat ute 

Will !unct i on in act~al prnetiee or to s how wb4t now problema, it any , .tll 

llr1ae und81' the amendments. 
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'!11e audit or tba returns or thia te.x requires e detailed exui­
cati~n or production records, the usee or the products by the taxpayer, 
16.1"' and other distribution recorda, IUiil the nidence relied upon to 
support claims tor exeption, retund, or credit. 

No statistics are available trom wnioh tbe actual coat or collect­
in& this tax me.)' be determined. 

Since this tax was not reoo~nded nor sponsored by the Treneury 
Department , it is immaterial to the Bureau whether it is continued or 
repcaltd . It should be noted , however , that tbe tax will continue 
indefinitelY undsr the present law. tlnleae the tax is repaslsd in the 
near tuture , certain amendments will doubtless be necesae.ry trom time 
to ticO to correct inequities end to pre~ent tax avoidance. The moat 
recent amendments beet.IDB etrecti~e August 21, l'f3b, and in ~iew or the 
short tiJD8 the revised law bas been in oparetlon, the aureeu preten 
to reoene r ec01!11l8ndat1ons tor a tS... until the effect ot the amendments , 
as rnealed by actual dnelopments , can be studied and appraised. 
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'!'AX 0:1 Tl!E SALE OF CRUJJ! 1'£Tli!)UlJ),{ 

Section bo4 or tbo Revenue Aot or 1934· 

Yield tor tisonl year- 1936- ) 5b3,766. 88 

Yield tor tiscnl year - 1937 - ~.ooo.oo Estimated 

N~ber or taxpayers ---------- 694 
.R!l~e ot tax - l/25 ot l cent per barrel or 42 gallons. 

4 

Statutory background, - Section 604 ot tbe Revenue Act or 1934, 

effective June 9, 1934, imposes a tax on tbe sale or crude petroleum 

by tbe producer . 'nle tax does not apply wi t b respect to the sale or 

crude peti'<lleUlll produced trom any well llhicb is DOt capable or pro­

ducing more tbo.n 5 barrel s per day. As detined in this section, a 

taxable sale includes t he relining or crude petroleum on tbe p~ses 

where procucod, the removal ot crude petroleum thoretrom, or any trens­

rer or other disposition ot crude petroleum. lbe tax was le'fied or igi­

nally at the r ate or 1/10 or l cent per barrel or 42 gallons . 

Section 407 or the Revenue Act or 1935 reduced the rete to 1/25 or 

1 cent per barrel ot 42 gallons , erreotlve September 1, 1935• 

Section 6o4 specifically providas in subdivisit>n (d) tbet any 

rer son subject to uny ot its provisions may be roquired, under a specific 

pen..lty , to g!Yo bend or oth.er security tor the protection or tbo revenue 

ou:d to assur;o oompl14Jlco with such section and other pro•lsions ot law 

applicable with respect to tho tax. It also pro•ides 1n subdivision (e) 

that records, r eports and roturns required under ouch section or any 

other applicabl e provision of law, shell, wherever bold , be open to in­

cpection at all reesollb.blo hours by any duly authorized agent or tbe 

linitod Stoteo or any State having supervisory or reg'.llotory powers ovo.r 

tho production or crude petrole~~~:~. 

This tax wss enactod &8 an adjunct to section 9(o) or tho Na~iona1 

Industrial Recovery Act Whi ch prohibited t~e shipment in 1nteretnte 

&nd foreign eo111:10rca of pe troleum or its products produood in excess 

ot the amount permitted by a Stote lew, SUcb section was later de­

clared uneonatitutionnl by tho United States Supreme Court . The tax 

nor~ oparntee es an adjunct to tbe Act or lebrunry 22, 1935 (PilbUc No, 14 -

74th Congress), and to Exoeut1•a Order No. l issued under tho authority 

or sueb Act. Tbe lattor Aot ceases to be in etteot on •uno 16, 1937, 

but tha tax will ~n in tull rorce and errect until specifically 

repealed by Congreaa. 

Econcmic basis. - Tbe tax is a regulatory measure 1n tba to.na 

or an excise tax, and i8 p&1obla by tbe producer or tba crude petro-

leUIIl. 'nle tax applies to every person producing crude petroleUID trom 

wells capable or producing more than 5 barrels per da.J• lbs purohasn 
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i s ~~<ired by the stntute to collect tlle tax rrcm tho producer by with­

h~lding t bo amount thereof r roa t he purcba"e peyoenta or t he product . 

The purch880l' in turn rSt>its to t bo collector for tho district in which 

t he producina wells are located. A chock of the returns for one month 

shows that t he number of toxpayera tiling crude potroleUQ sales tax re­

turns is $pprox1.-.at&lf 694. 

The crude petroleum producina industry is one or the major ~n­

dustries of the country , The value or crude petroleum Yaries accord­

int to supply and demand, as well as to its grnde or its lubricating 

oil or gasoline content and the area or district in which produced, 

Exsc1oation or statistical recorda, trade jol<l'!lals, etc . , show that 

the price or crude petroleum l"WW&e8 from 70 cents per berrel, or 

42 gallons , to $2.45 per barrel according to its grade and the area 

in >lbicb produced. 

Inequities. - With respect to any conflict in the subject taxed, 

it o&.Y be atnted that moet of the crude petroleum producing States leyY 

excise taxes on crude petroleum. No intol'l!lation is available to show 

in whet manner end to what extent tho State taxes may conflict with 

the Federal tax. 

from the standpoint of Federal taxation, Cl"~de petroleltll 1s also 

affected, directly or indirectly, by thu following taxes: 

(a) The tax impose<! on the importation of crude petro­

le~~ and deri~atives or crude petrol•~ under section 6ol(c)(4) 

of t he Revenue Act or 1932 at the rata at t cent por gallon , 

This tax is administered by the Bureau of Custaoa, and is paid 

by the i=portcr. 

(b) Tho tax lnpcsed on the transportation or crude petro­

le~ and liquid products t hereof, under section 731 ot the 

R•venue Act or 1932 at the rete ot 4 per cent or the ~o~<nt 

pe1d for sucil t ransportation , or n fair charge therefor where 

no such ~ount is paid. n >i s tax is paid by the transporter . 

(c) The ta.x on tile refining or proceu ing or crude pe­

troleum in tile United States impooed by section 6o5 ot the 

Revenue Act or ~934, as amended , at the rate or 1/25 of 1 cent 

per barrel or 42 gallons. 

(d) The tax on the sole or use or lubricating oil by 

the manufacturer or producer thereof , ~<nder section 6ol(c)(l) 

ot the Revenue Act ot 1932, as acended , et the rete ot 4 cents 

per gallon. This tax is paid by the manufacturer or producer. 

(o) The tax on the eale or use of gaooline by a producer 

or the impOrter thereof under oection bl7 of the ~-n~• ~t or 
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1932, aa amended, at the rata or 1 cent e gallon , This tax 

is poid by the producer or ~rter, 

6 

It i s believeJ that th3 atatiatical end economic aurveya or 

crude petroleum and petroleum products lllllde each l'lDnth by the Petroleum 

U.•nocdcs Division of the United Statea Bureau of ~nee will show that 

tbore has been no ourtt.ib;ent or cons=pUon or crude petroleum due to 

the imposition of this t3x. No evidence is availabl e to show that the 

use of substitutes has been resorted to since the ettoctivs date or 

this tux. 

Practically no evasions have been uncovered in the e~nistration 

or this tax. Tbe llllljor cC<Dpanies •police" the industry very thoroughly 

to stabilize the price structure o~ the various products or crude petro­

leuc, Tbe industry itself and State and locol eutboritie• charged with 

the adulininrstion ot similar toxea have cooperated tully with the 

Dureeu in preventing tax evasions. 

A~nietretive difficultia~,
 - In view ot the purpose ot the 

statute, that is, to make available a complete reoord or tho produc­

tion and diapoeition or crude petroleum 1n the United States, and in 

view or tho specific statutory provisions requiring complete and de­

tailed information relative to the production, trnnsportation and d1a­

pos1 tion of crude petroleum, the regulation a of the Bureau must or 

necessity impose u?Qn ell branches or t~e industry handling or dealing 

in this product , tho duty of assembling and keeping recorda containing 

all necessaty intormntion relative thereto . However, the recorda re• 

'IUired by the regulations oontorm, insofar aa pouible, to the rocorda 

usually maintained tor business purposes by the various brnnchea or 

the industry, 

In thia instance tho audit work of the Bureau involves a deter­

mination or who is the producer wi tbin the Maning or tb6 statute 81>4 

a detailed examination or the opening and closing inventor! oe , the 

production and disposition recorda, tbe lease undor which the pro­

ducing premises are operated end the terns thereof with respect to 

royalty intereata in the production. 

No statistics are available rroo which tho actual cost of col­

lecting this tax may be dcte~ned, but the e~D1stret1on indicatea 

that the coat or collection is 'lui te lo••· 

In vi ew of the purpose for Which this atatute ~• enacted, the 

Bureau makes no recCIZillllndatlon w1 tb respect to tnie tax as a source 

ot revenue,. 
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TAX ON 'IllE REFININC OR PROCESSINO O't CRUD! 

P&'l'ROU:W IN THE tmlTED S'I'ATFS, 

Section 6o5(a)(l) or the Revenue Act or 1934· 

Yield for the fiscal year • 1936 - ~ Sbl ,23? ·8s 

Yield for the flecal year - 1537 - 540,000.00 Estimated 

Nunber of taxpayers --------- ---- - 400 
Rete or tax - 1/25 or l cent per barrel of 42 gallons . 

Statutory background. -Section 6o5Ca)(1) or the Revenue Act of 

1934, effective June 9, 19)4, ImpOses a t ax on crude petroleum refined 

or processed In the United States, The tax was levied originolly at 

tbe rate ot l/10 or 1 cent per barrel of 42 gallons. section 407 of 

the Revenue Act or l<J35 reduced the rate to 1/25 of 1 cent per barrel 

or 42 pllona, effectlvu as of September 1 , 1935• 

In subdivision (b), section 6o5 provides In part as follows: 

"EYery refiner or processor shall (In addition to records 

otherwise required by law or regulation) keep such records aa 

ehall be prescribed by reelllatlons under this saotlon ehowlng 

dally receipts, stocks , and disposals of crude petroleum and 

the names and addresses of the persona from whom reoolved, 

Every person handling, transporting, storing, or deallne In 

aey manner In crudo petroleum shell keep s11ch recorda and make 

s11ch ret11rne with respect to tranaactiona In crude petroleum 

as eholl be required b)' re6"lations under thla secti on. Re· 

tllrns and records required 110der this section shall be open · 

to Inspection at all reasonable h011rs by any dill)' allthorlzed 

representative of the Commissioner or any agency ot the United 

States or any State having supel'Yiaory or re6"latory powers 

over the production or cr..de petroleum•. 

'lbo tnx was enacted as an adj110ct to section 9(c) of tbe National 

Industr ial Recovery Act which prohibited t be abipment In lntera\ata 

and foreign c<m118.ree or petroleum or 1 t& products prod11ced in excess 

Ol' the amount permitted by a State law. SUch section -• later de­

clared 110constltutlonal by the United States Sllpreme Collrt . The tax 

now operates as an adjunct to the Act or Fe~ruary 22, 1935 (PUblic No. 14 • 

74th Congress) and to txec11t!Ye Order Ko. 1 issued unaer the author ity 

or such Act. Tbe latter Act causes to be In effect on rune 16, 1937, 

but the tax will remain 1n tull force nod ertect 110tll specl!ieally re­

pealed b)' Coneress . 
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Economic buts. - Tbia ta.x i s a J'86Ulatory meaauro 1n the torm 

or a processing tax , and is payable by the refiner or proceesor ot 

the crude JM~trole~m~. 

8 

The crude JM~trolo\1111 refining or prooesaing industry l'ftJilal IIJ!IOng 

tbe major industries ot t ho country , A check ot t he returns tor ono 

month shows that the number ot taXpayers tiling returns on the rettn­

ln& or processing ot crude petroleu:n is appl.·oxJ.mately 400, 

'!he Yalua or crude petroleum varies according to eupply and de­

uond , as well as the grade ot its lubricntin& oil and sosoline content, 

and the area or district in which pl:'Oduced. Examination or statistical 

records, trade journnle, etc., shor:s that the price or crude jMitroleum 

ranges from 70 cents pe r borrol, or 42 gallons, to 32. 45 JM~r barrel 

accor ding t o ito srade and the area in ~<bleb produced. 

Inequities. - llith respect to &IY eonnict l n the subject taxed, 

1t my be stated t l•nt most or tho crude petroleu:n producins States la'7 

excise to.xes on crude petrolel.ll:l . Me intomation is eYo.ilable to show 

in wlltlt mnner and to wbat ext e nt the Sta te taxes my conflict with 

the Federnl tax. 

From tho standpoint or Federnl tiWit1on , crude petroleum is also 

ntt&cted, directly or indirectly, by tha rol.lowin& taxes: 

(:.) '!be tax impoeed on the impOrtation or crude petro­

leum and dor1Yat1ves ot crude petroleum undor section 6ol(c)(4) 

of t he Revonuo Act of 1~32 ot the rote or t cent por SQllon, 

'Ibis tnx is administered by tbe Bur~au or Customs, nnd is paid 

by tha importer . 

(b) The tax imposed on tbe transportation ot crude pe­

troleum and liquid products theroor , undor s&ction 731 or 

the Revenue Act or 1~32 nt the rate of 4 per cent or the 

amount paid tor such tranaportution, or o fair charge tbors­

for where no s uch amount Is paid. This tax is paid by the 

transporter. 

(c) The tu on the sale ot crude JM~troleu:• imposed by 

s ection 6o4 or the ReYenue Act or 1~34. a • amended, at the 

rate or l/25 or 1 cent JM~r barrel or 42 gellona. Tbis tax 

ls paid by tbe producer . 

(d) The tax on the tale or use of lubricating oil by 

the manufacturer or producer thereof , under section 6ol(o)(l) 

ot the Revenue Act ot 1932, as amended, at the rate or 4 cent e 

per gallon. This tax is paid by the menutacturer or rroducer. 
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(e) 'n.e tax OD t he sale Or UIIO Of gasoline by 8 

pr oducer or the importer the~~or under soetlo~ 617 ot 

the Revenue Act ot 1932, as =eru!ed, at the rate ot 

1 e~nt a gallon. Tble tax I s paid by the producer or 

importer . 

It i& believed t hat tho statistical and economic surveys or 

crude petrole\1!0 and petrolell!!l products made eacb MOnth by tbe 

Petroleum Economics Division of the United States Bureau ot Mines 

will chow that ther e has been no curtailment or consumption or 

crude petroleum due to the imposition of this tax, No evidence i s 

ovallabl e In t his Burenu to show that the use or aubetitutea hae 

been resorted to since the errective date or this tax, 

~ date there Is no record or Federal tax avoidance or evaeion 

with respect to t~ls tax. Refineries must for their own p•Jrpoees 

keep recorda ot t ho ~Dunt of crude petroleum purchased, and ot 

t he products resulting tra. retlning or processing, The only 

apparent method ot tax avoi dance or ovasion i s maintaining false 

records or the pur chases or crude petroelum, production or the re­

sulting products , and sales or disposition of ouch resulting 

products , The retlning or cru~o petroleum is policed by the oil 

and gasoline industry to stamp out tsx evasion, to prevent price 

cutting, and unfair coopetltion. The industry itself and State 

and local authorities charged witb tbe adoinistratlon ot simi l ar 

taxes have coope~ted tully with the Bureau in preventing tax 

evasions . 
· 

Admini strative difficulti es , - In view ot the purpose or the 

statute, that is , to cake available a cocpleto record or tho reti n- · 

log or processing or crude petroleum In the United States, and in 

vltw or the speci fic statutory provisions requiring, (in addition 

to records otherwi se required by luw or regulethns) t ho keeping 

of records showing dally receipts , stocks , and disposals or crude 

petroleum and t he names and addresses or the parsons from whom re­

ce ived, t he regulations must Impose upon this branch or tho industry 

tho burden or keeping recorda containing all or the necessary intor­

oation relative thereto , Howover, the records required by the regu­

lations contorm, i nsorer as possible , to the records usually ma i n­

tained tor buaintss purposes by the branches of the Industry atroctsd. 

Tbe audit or t he returns of this tax r equires a detailed exami­

nation or the opening and cl osing inventor ies, stocks on hand , re­

ceipts , disposition or tho crude pctr?laum and tho reeulting products 

thereor , and tbe e• idence relied upon in support or claims tor 

exemption, r efund, or credit, 
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NO etatietics are a•ailsble troa Which thu actual coat of 
collecting this tax may b6 determined, ~t the a~nietretion 
indicates tbst the cost or collection ie nesl1&1ble . 

In •icw or the purpose tor which th1e statute wae ~nected , 
tho Buroau oakes no ~;ommendat1on with roepect to th1a tax ae 
a source or revenue. 

10 
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TAX ON CASOLI!iE Pl!OIXJClJl OR RECOYI.RED IN mg 
UNITED STATES !'RaJ NAroRAL CAS. 

Sec~ion 6o5(a)(2) or the Rtvonue Act or 1934• 

Yield tor the fiscal yoar - 1936 - ~ 38,751.8o 
Yield tor tho fiscal year - 1937 - 40 ooo.oo Estimeted 
Number ot taxpayer s -------------- 40~ 
Rate ot tex - 1/25 or 1 cent per barrel or 42 gallons. 

ll 

Stat utory baekgr9und. - Section 6o;(a)(2) or the Revenue Act or 
1934o erreetiYe June·<j , 1934o impoSeD & tax on gaaollne pfoduced or 
recoured 1n the OnH<~d States rrao oaturnl gas . 'Ihe tax wao lnled 
origioallY at t he rate or 1/10 or 1 cent per barrel or 42 gallons . 
Sectl?n 407 or the Revenue Act of 1935 reduced the raU to l/25 or 
l cont per bflr1'9l or 42 &ellO)IS o effective ~· or Septe:::ber l, l'J35• 

In subdivision (b), secti>n ~ provides 1n part as follows : 

•Every r efiner or ~rocoseor eholl (in addition to 
records othcr.<l.se required by la•• o:- rog"lat1o") keep 
such recor ds a s shall be prescribed by r egulations under 
this section showing daily r eceipts , stocks , and disposals 
or crude potrole•JJD and tl'.e nomes .. nd addresses or t he 
persons frott •'l!loareceived. Evory person handling , t rans­
porting, storing, or dealing in any manner in crude petro­
lew:~ sball keep such recor ds and make such r eturns w1 th re­
spect to t r o.ne&.ctions in crude petroleum as shall be re­
quired by regulations under this section. Returns end 
r ecords requL-ed under this section aball be open to in­
spection at all reaso~ble hours by any dulY aut horized 
representative of the Commi&a1oner or any agenCY Of tbe 
United States or any State baYing a'perYisory or regu­
latory powers over tho production of crude petroleuo• . 

Tb1a tax was enacted es an adjunct to soctlon 'j(c ) of tho 
Nationul Industrial Recovery Act whioh prohibited the shlpmont in 
interstate and foreign comneroe or petroleum or its product s pro-
duced in excess of the ~unt permitted by a Steto l aw. Such section 
was later declared unoonstitut~onal by the United States Supreme Court . 
The tax now operates as an adjunct t o the Act of February 22 , 1935 
(Public No . 14- 74th Congress) , and to Executive Order NO.1, iseued 
under the authority or such Act. Tbe lat ter Act oeases to be in ettoct 
on 1une 16, 1~37 , but the tax will remain in tull ror ee and etroot 
unti l epecirical ly repeals d by Con;rosa. 
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~_g_ ~· - Tbls tax is a regulatory :e.;sure in the tom 

of a processing tax and is pe~able by tho person po~ducinc or recarer­

in& gasoline tJ:'OI: natural gas, A check o.t the returns tor ono month 

oho>rs t he number ot taxpayers tiling returns on gaooline produced or 

rocoverod in the United States from naturul cas is •~proximately 4o6, 

The value of natural gasoline varies according to supply and 

~cmand , its grade, and the area in which it 11 produced. Eltemina­

tion or statistical records, trade journals, etc,, shows that the 

nroduoer•s present prices ra1~a fran 4 cents to 8 cents a gallon. 

I nequitiee . - Since gasoline produced tram natural gas is used 

almost exclusively for blending purposes in the production or com­

cerciel gasoline end motor f uels, the subject of this tax indirectlr 

falls within the scope or tho taxes imposed by the States end their 

subdivisions upon gasoline. No information is available , however, 

to sbow in what =•r end to wbat extent the Stat e; taxes m1gbt be 

regarded as conflicting vtith the instant tax . 

In ad~ition to the instc:.nt te.x, geaolioe produced tra. natural 

gas is also subject to the tax imposed under section 617 or the 

Rnenae Act of 1932, a5 uendcd , on the sale or usc of gesolino by 

the producer, The Bureau haa taken the posit ion that oatural or 

casinghead gasoline is a l iQuid product of crude petroleum. From 

th5t standpoint, the subject or tbe instant tax may also be considered 

as indirectly affected by tho following Federal taxes: 

(a) Tbe tax imposed on tbc transportation ot crude 

petroleum and li<;uid products tllereot by pipe line undor 

s~ction 731 of the Revenue Act or 1932 at tbo rote or 

4 per cunt or the 81110unt pnid tor aucb tl'OJl$pcrtat1on, 

or a fair ehareo therefor it transported by the ownor 

ot tb6 product. Tbis tcx is paid by tho transporter, 

(b) The tax on importation of crude petroleum 

lov!ed under secti~n b0l(c)(4) of the Revenue Act of 

1932 at the rate or !- cent per gallon. Tbis tax 1s 

administered by the Bureau of Customs and is paid by 

tbe importer. 

(o) Tbe regulatory tnx on the aale or crude petro­

leum impcsed by section 6o4 of the Revenue Act of 1934, 
as amended, at the rate or 1/25 of 1 cent per barrel or 

42 gallons. This tax is paid bY the producer. 
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(d) Tho regulatory tax on the refining or processing 

or crude pet role"" in the United States, IJ:lposad by 

sect ion 605(a ) (l) or the Revenue Act or 1934, aa m.ended, 

at the rate or l/25 or 1 cent per barrel or 42 gallons . 

'Ibis tax ia paid by the refiner or processor . 

I t i s believed that the statistical and economic surveys or 

crude petroleun and petMleum products made each 110ntb by the 

Petroleum Economics Division of the United States Dureau ot Mines 

will show that the instant tax bos not resulted in any curtaill!lBnt 

of consumption or use of substitutes ror the subject taxed . 

To da te there ie no record or tax avoidance or evasion with 

respect to thio tax. Producers or gasoline from natural gas must 
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for their own purposes ~eep records or tho gasoline produced or re­

covered f r om n~tural gas , and the sales or other disposit ion there­

or. Since the tax ia basad on the number of barrela of gasoline 

actually rocovered, tte only method or tax evasion ia by maintaining 

tnl se records of production , sal es , or oth8r disposition& or t he 

product . The oil and gasoline industry ia errectivo!y policed by 

member associations to stamp out pr ico cut ti ng and unfair competition 

with r espect to aale or gasol ine. The industry itself and State and 

local authorities who administer similar taxet have cooperated fully 

with the Bureau In preventing ovasiona or thi s tax. 

Admini s t rative difficulties . - In viow or the purpoee or the 

statute , that is, to make available a complete record or ell gasoline 

produced or recovered 1n the United States rraa natural gas , and in 

view ot tho specif i c s t atutory provisions requi ring , (In nddi t ion 

to records otherwise required by law and regulations) the keeping or 

rucorda showing daily records or r eceipts , production , s t ocks, and 

disposals of tbia product , t he r egulations must impose on this branch 

or the industry tbe burden or keepin& r ecords containine al l ot the 

nncesaery inrorm~tion r<>lat1ve th~reto . However, the records required 

by the regulations conform, inaoter as possible , t o the recorda usually 

kept by tho b~enches or tho industry atrected. 

The audit or tbe returns or tbia tax r~quires 0 detailed oxamina­

tion or the oponing and closing inventories , s tocks on band , pro­

duct ion or gasol ine rroc nuturel gas, thu disposition t hereof , end tbe 

evidence relied upon In support or any claims tor exemption, rotund, or 

c l'<ldi t . 

No s tntistics aro available nua which t!lo act ual cost or col­

lecting this tax =ay be dctercincd , but the administrat ion indicates 

that the coat or collection is quite low. 
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111 'flew or tho purpoee tor wbiab this etatute wu enacted, 
tllo Bureau makes DO reCOIIIOllndaUon with r upee\ to this tax aa 
a sou roo ot r<>nnue . 
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TAX 011 SALE OR lJSL OF W3RICATJN) on 

Section bol(c)(l) ot the Revenue Ac t of 1932• 

Yield to~ f iscal year - 1936 - • 27,102,831. 57 

Yield tor fiscal yoar - 1937 - 27,;oo,ooo.oo Est imated 

Number or taxpayer s - --- --- - -- 455 

Rat e or tax - 4 cents per gallon. 

15 

Statutory bec!cground . - lbe Federel tax at the rete ot 4 cents a 

gallon on tho s~le or use ot 1ubricet ing oil was tirst impOsed by 

section bol(c)(l) or the Revenue Act or 1S32· Aa or iginally enacted 

by COngress , tho tax W8S to be effect1 Ve duri Ill> the per iod fl'Qill June 21 , 

1932 to JUly l , 1934, inclusive. Section 212 or tho I:.OUonal Industr ial 

Recovery Act extended tbe expiration date to July 1 , 1935· Public 

Resolution No . 36 - 74th Congress further extended the data to July 1, 

1937· Unless rurther extecded, the t ax will be automet1cally ~pealed 

os or July 1, 1937· 

Section 4(b) o! the Act approved June 16, 1933, (Public No . 73 -

734 Consress), atroctive Jul; 1, 19)3, omondod section bo1(c)(1) ot the 

Revenue Act or 1532, to exempt ull sales or lubrieetiDS oil by the QADU­

tecturcr or producer the~or , to another manuracturor or producer ot 

lubricating oil tor r esale, and provided t hat tor tbe purpose or the tex , 

such vendee shall b~ eonside~d tho canutactur6r or producer of such 

lubricatinc oil. 

Section bol(c)(l) or the Rovenuo Act of 1932, •• amended, waa fur­

ther a:oend~>d by section 6o3 or the Revenue Act or 1954, to require, un­

der a SJl4Citic pena.lty, taxpayers liable tor this tax to ;ivo bond , 

register with t be collector or internal revenue tor the district 1n 

which they file their returns , nnd to keep certain records . 

Economic basis . - Tbo tax on l ubr icatinr. oil is an excise tax 

payable by t he manufacturer or producer thereof. Tbe lubr icating oil 

Industry ranks UIOng the largest i ndustr ies i n the country , and tu 1o 

being paid in almost every one or the 64 collection distriots. A check 

of the ret urns tiled tor one month shows that the number or t axpayere 

t111ca lubri cating oil sales tax r eturns ls approximately 455• 

Examinat ion of statistical papers , trsdo journals, etc., discloses t hat 

the manutacturer•a aale price or lubricat ing oil depends upon aupply and 

demand , the typu or oil produced , the srede ot crude oil f l'OOI lOibicb pro­

duced, t ho product ion area tro= which such crude oil is obtained , and t ho 

locality in Which t he lubricoting oil is sold. The ref inery aalea pr lcee 

range from 5 centa to ~1 .00 a gallon, 

Inequi t ies, - With r espect to 601 oont1ict in t he excise tax on t he 
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certGin types o! ons. llo info:mation 1e anlleble sb.cmiDg to wbet 
extent the State taxes conflict wi th the rodoral tax. 

The tollo·.'linc; Federel taxes althOUflb. not i~:~pose' upon the aale 
or uau of lubricating oil , nevertheless, have a sufficient boerin& 
upon that cocmodity to be considered in connection with t~e tax im­
posed under section f>ol(c)(l) or t he Revenue Act of 1~32: 

lf> 

(a) The ta.."C bposed on the transportation of crude pe­
troleum sod liquid products t heroof by pipe line under 
section 731 of tto Revenue Act ot 1932, effective 1une 21 , 
1932, at the rate of 4 per cent of tho ~~unt paid tor such 
trenaportation, or of the tair charge thorofor if transported 
by the owner of the product . 'l'hla tax 1e pai d by the transpor ter. 

(b) 'l'b.e tax on impOrtation of crude petroleum by 
aoct1on 6ol (cl(4) of the Revenue Act of 1932, c!t cct1vc 1une 21, 
1932, at the rete of 11 cent per p.llon. This t nx is ad!:lin1a­
t ered by the Bureau of Customs, and 1s po1d by the importer. 

(c) 'l'hc tax on the solo of crude petroleum imposed by 
section f>o4 or the Revenue Act or 1934, offoct 1ve 1une 9, 
1934, at the r at e or l /10 of l cent por bor rel ot 42 gollons . 
Section 407 of t he Revenue Act of 1935• amended section (,o4 
of the Revenue Act of 1934, etfootive September 1, 1935 , to 
reduce the rate to 1/25 of l cent per barrel of 42 ~llons. 
'l'hi s tax is to be pai d by the producer. This is mer ely a 
regulatory tax . 

(d) '!he tax imposed on the refining or processill& or 
crude'petrolaum in the United Stat es by section 6o)(l) of t he 
Ra.enue Act of 1934, effective 1una 9, 1934, at the rata ot 
l/10 ~f 1 cent per barrtol or 42 (,allonc. Section 407 or the 
Revenue ACt of 1935, a:ended section 6o5 or the ReYenue Act ot 
1934. effective september 1 , 19}5· to reduce the rete or tax to 
l/2") or 1 cent per barrel or 42 gallons. 'r!tis tax is paid by 
the renner or p;"OCessor. 'l'hla 1a aercly a regulatory tax . 

It is believed thnt the statist ical one economic surv&ys ot crude 
petroleum and petrol eum products llllldO each a»nth by tho Petrolelllll 
Economics Division of the United States Bureau or Mines • ill sbOw that 
t horo b.os been no curtailment of consumption of the products enumerated 
in section (,ol(c) (l), duo to t ho imposition or this tex. No evidence 
is availnbl o 1n this Bureau to show t het t ho usa of substitutes Ilea been 
resorted to since tha effective date ot thia t~. 

While t he measure ot the tax in r slation to the value of certain 
gradoo of lubricating oil, whon sold by the producer, ewear• lars• 
the quantit:r basis used 1n tbo otatut o 1a tho oa=e as tbat adopted bJ 
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~st of tbe State taxing authorities wbicb bave ~posed taxes on tbia 

coanodity since the enactoent ot tbe Revenue Act ot 1932· In view of 

the al!:!Oat daily fiuctUGtion in lubr icat1n& oil prices , due to unfair 

cOCDpeti tion by so-called bootlogers disposing ot contraband products , 

price wars , et·c., the quantity bae1a tor t ax measurement on such 

commodity is preferable for tbs reasons that it is definite and certain 

in amount , equitable to all bre.ncbas of tbe industry , creates a constant 

source of revenue, and ie easy ot ec1:111n1atrat1on both by the 1Ddustry 

one! the Government . 

Various ta.x BYI\a10n l'letbocls bllve baon resorted to by certain 

branches ot the industry, particularlY among aoa.ll operators and dealers , 

by purchasing lubricat ins oil tax tree under ex£mption certiticotos tor 

nonlubricoting uses o~ ~urposea , ond t hen using or roaellin& it tor 

lubrication. In other anaes lubricetin& oil has beon sol d or shipped 

~• nontaxublu greases. The mnjor componioa or the petroleum industry 

are thorouehlY organized into osaociationa known aa th~ Amorico.n PetroleUIII 

Institute, National Petrole~ Association, and the ~oatern Petroleu= 

Association, end suob or gnnizationa ar6 policing the industry for ~~ 

ovnsion , in order to otomp out price cutting and untoir competition. 

Any irreaularities rulnting to tax nvoidnnco or evasion ere pro=ptlY 

reported to the l"eclerol lllld sta t e taxin& outbori tioa . Federal lubr1-

cat1J>g oil tax eY~sion bas been round to be n :nlnor odmn1strat1ve 

problem. 

Administrative ditficultioa. - No involved Bureau procedure is 

required with respect to the a4min1stret1on or this tax. Tbe greatest 

clttticulty encountered ao tar baa been tho determination ot tbe proc!ucta 

included in tbe term "lubr1catins oil" as used 1o the statute, 

For a t~ considerable difficulty was encountered by reason ot 
the misuse or ex=pt1on eertitioatsa to transfer l ubricati ng Oil tbroU&b 

a number ot baDds tax tree to the last producer-purchaser in the chain. 

Tbi~ abuse of exemption certiticates is considered to have been due to 

the t act tbat tbe lnnguoge originally used in the Ro't'e.nue Act ot 1932 
wns eo strict as to exomptions that it did not wholly accomplish ita 

purpose ot •preventing tho pyramiding or tax• snd it did not place 

311 procluoer a on an equitable marketing beaia . For inat!lilce, u or iginally 

enacted, it a producer sold to a dealer wbo in turn sold to e aacond pro­

ducer ot lubricating oil , the aocond producer was rorcod to purchase tho 

product on a tax-pai d basis, thus requiring tba i nveatmont or a lar ger 

capital to carry his w.x-paid inventory tha.n r equired tor an equol vol<De 

in tax-tree inventory . Bowover, tho al!lain1atr<>t1vo QIIIOnciiDenta co't'8red by 

the Act ot 1Une 16, 1953 (PUblic No . 73 - 7jd Congreas) end bJ aect ion 40l(b) 

ot t he Rovenuo Act ot 1935, bnve rccovod moat ot tho diser~~tiona aDd 

1rritnt1ona which t empt t nxpoyera to try shortcuts and atrntas~. so t bot 

under the present ~m<:ndments t bo t (IX cort1ti cntoa t ollow the nol'JDal course 

or busineaa practioo. 
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~e statut e , as amended , requires the keeping of all necesear.r 
recorda relating to the tazp&7er•e liabilitr t or thi s tax and to 
clel.ma tor refund, credit, or exemption. ~1a neceasar111 requires 
aome addi t i onal bookkeeping recorda which may have been unnecessary 
tor tho taxpayer's purposes prior to the imposition or tbe tax. How­
ever, the recorda required by the Bureau resuletiona have been sim­
plified aa much as possible to conform to the ordinary records usuallY 
kept by the toxpeyers in this industry and at the aame time protect 
the Government •s interest from t&.X'onvoidnnca and evasion. 

' 
The audit of returns or thia tax requirae n detailed e%amination 

or tho open1QS and closing inventories , production recorda , plant usee 
ot tbe product , sales end distribution recorda , and of the evidence 
supporting clnims for &x~tion, r~tund, or credit. 

Wbilo tbo collection or this tax hoe involved 80C4 ndmlnistretive 
difficulties , it is believed thnt on tbe whole end perticulurl.y in view 
ot the h1gh yield, the collection coat ia vary low. 

It 1a believed that no revision or the ~tatute or the forma uaod 
in connection therewith is n~cassory ut this time. 

In view of tho substantial revenue derived and since the adminis­
tration bus reached the point ·Nhcro but little diffi culty is to b<. 
expected in the collection or tho tax, it is the oRinion ot the Buroou 
that the instant tax on lubricatina oil ohould be continued. 
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'I' .olX 011 :aun:a Is I OR'l' AJD lU.L? PRODUC!S 

Section 60l(c)(2) of the Revenue Act of 1932. 

Tleld for the !local year - 1936 - $ 1,008,273.85 

Tiel<!. for the !heal yu:r - 1937 - 1,000,000.00 :lotlcated 

Number of taxpayers -------------- 40 

Rata of tax - Brewer' a wort - 15 cents ~r ~on. 

llalt 1>roducto - 3 cents oer oound. 

19 

Statutory b&ckgrgnnd.- '!'he tax •~ t~e oale of brewer's wort, liquid 

ealt, mt.lt syruo, and liiiH extract by the canu!acturer, producer, or la­

!>Orter thereo!, ••• first ll:lpoood by oecUon 60l(c)(2) of the lt""enue Act 

of 1932, effective June 21. 1932. !he taxes are levied at \ he rateo of 

15 cento a gallon on brewer'• wort and 3 canto a oound on liquid aalt, 

~t •¥run end =alt axtract, fluid, aolld. or condon~ed, made from aalted 

cereal &rain a In 111hole or In part. 'l'hia eectlon opeclfieall) exOIIIJ>tl the 

sale of ealt ">roducto by the manufacturer , producer, or laporter to e 

baker f or uso 1n bakln& or to a manufacturer, or oroducer, of malted aUk, 

medicinal t\roducta, foods. cereal bevera,;ea. or textUea, tor use t.n the 

.unufa.eture or ~roductton of such oroducte. i:'ho aecttoa alao prOYldea 

thet liquid aalt contain~ leao than 15 ~r cent of aolldo by weight 

shall be taxable aa brewer's ~ort. B7 the Act Qf June 18, 1934 (Public 

llo. 396 - ?3d Co!ICI'eoa), ertectlve June 18, 1934, the axe...,tloo aentlODed 

was enlnrc;ed to Include s&lea or 11111t oroductc by the u.nu!acturer. etc., 

•ror reaal e" to bakers or to ~aeturera or nroducers of salted ailk. at~ 

Ao originally enacted by Concreas , section 601(e)(2) of tho Revenue 

Act of 1932 waa t o be c!'fecthe durlnt; tho pariod June 21 . 1932 to JulT 1, 

1934. Sect ion 212 of tho National Induatrlal Recovery Act extended the 

e:t)>iratlon dato to July l , 1935. Public Resolution lie. 36 - 74th Concren 

extended aueh c!cte to July l, 1937. Onlen t'urther axtended, t!>h tax h 

autocatlc&ll7 repealed a& of July 1, 1937. 

!Conoptc ba•ls. -This tax 11 an excise tax. but, 4ue to tbe r•t• 

il!lpooed. acta ao a r egulatory ~~e&aure . '!'he tax I a payable by the ...,.,._ 

tactu.rer. ~rodu.cer. or i.llpOrte·r. on hi a l&le or U.le of tbe e!J'I!1KU"&ted. 

J)ro4ucts. fb.eee 'J)rodu.cta were used to l:l&.lN!aeture beer 1n violation of 

the Prohibl tlon la••· '!'he 1nbotry Is ..all and &!r.>O&rl to be decreaalng 

aince repeal of Prohibition. 'l'hh 1a 1ndlcate.t by tbe faet that 1n tbe 

!local 7ear 1933, tax o~ browor'a wort ••• paid In 33 of tbe 64 collection 

distrlcto, and on lllllt ~roductl in 31 of ouch dlotrieto, whereaa for the 

!local 1e&.r 1935, tu wa• oaid 1n but 10 and 20 coheetlon dletrlctt, 

reapectt•ely. A cheek of tho returns for one aontb aha-a that the nucber 

or t&X'O&Yort rn lng r eturn• tor thh tu la &!>Prox"-tol7 40. 
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llo statistics aro available In this B>.lrt!au rrom which the veluo 

or the products taxed may be detenQJ~ed , but in view or tbe nature or 

such products and the purposes tor which used, the price evidently 

varies to a great extent according to supply and demand , channels ot 

distr ibution , quality or the product, and the season ot the year ~d 

the location in wbicb sold. 

Inequities. - With respect to any conflict 1n the subjoct taxed , 

no doubt these products aro indirectly atteoted by some ot the exci se 

taxes imposed by tbe severe! States , but the State taxes dittsr trom 

the Federal tax in tbe baaia tor the tax, ~be method or computation, 

nnd tho class or taxpayers atrectad. 

A contlict wltb Nspect to 'Pederal taxes may result by Nason ot 

the taxes imposed on distilled spirits and liquors. 

llltb respect to the moasure or t he tax in r elation to tbe value 

or tbe products taxed, in tbe absonce or definite intorcatlon 88 to 

mnnufocturer•s selling prices , no aeeurnto comparison can bo made. 

I t would seem, bowo•or, rrom tba roteil prices or such products t bot 

tbe tax may bo cons idered oxceasiYe . 

It Is believed that en econ~c survey or this industry will show 

that s~nerally t hore bas buon no ~tardiQ& or trade, curtailment or 

consumption, or use or subetitutos due to tho hQposition or tni s tax . 

NO tlagr&nt atteapt s at tax avoidence or ovasion bnve boon die­

closed in connection with the e:lminis trdtlon or this tnx. 

Administrc tive difficulties. - There is no involved Bureau pro­

cedure rolativo to t ho administration ot thi s t~. Tbe records, otc., 

required to bo kept by the Bureau ' s r egulat ions ere no more than those 

ueuolly re~ulrad by t hese to.xpayor s t or tbeir own ~urpcses. 

No approcioble odminist retive difficulties have been encountered 

wltb rospoct to this tax, vxccpt In determining whvther certain products 

were taxable ce brewer's wort , or as a lliD.lt porduct , o.nd in loc4t1ng 

smoll manufacturers who supply l o.w violators. 

Tbo audit of returns ot tbia tax cntoila til& usual vcriticoti on or 

production end snlos or otbor ~iaposition r ecords. 

NO atatiatica are ~•nilcblo tram which the actunl coat ot collect­

ing this tnx may bo determined but the cost ot collection ia not out ot 

line with the ov~T'~O coat or collecting the raepoctive miaoollanooua 

and sales taxes . 
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S1ncd th<l repe<>.l ot t he Ei3hteuth Amendment obdetea 11D7 Deed 
tor the rotcntlon ot the tax on b....,.r•a wort llD4 on alt procl11cta , 
1 t 1a rccoCJDencled t hat the Expifttion <late ot the tax be not further 
extondecl , 
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TAX ON GRAPE C'll:n-."l'RATE, EVAPORATED 

GRAPB JUICE , AND CRAPE SYRUP, 

Section bol(c)(3) of the Re•enue Act of 1932. 

22 

Yield for tho fiscal year - 1936 - ~1,837· 99 

Yield for the fiscal year - 1937 - (None esttmated, Tax repealed.) 

Number of \SXpayers -------------- 5 
Rato of tax - 20 cents a gallon. 

statutory bacl!ground. - Section 313(a) of tbe Revonuo Act of 1917, 

effective Octob6r 4, 1517, first imposed a tax on all prepared syrups and 

extracts, 'IIliich Incl uded grape products tallina ttithin tho catogory (in­

tended tor uee in t~e canutactur. or production of bc•orages, c~nly 

known as soft drinks, by soda fountuins , bottling ostablish:r.ents , and 

other s1oilar plucts) sold by the monufac turor, producer, or importer 

thereof , if so soleS tor not ""'re than 4l . 30 p...r gallon, tax of 5 cants 

pc>r gallon; 1t so eold for mor.. tf.o n .,pl.3Q and not :aore thsn )2.00 per 

gallon, a tax of 8 cents po r gallon; if ao sol d for more than ,12 .00 and 

not !!lore t han ; 3.00 per gallon, a tax of 10 cer.ts per .,ouon; if so eold 

tor !!lOre t han 13.00 and not more than )4.00 per gallon, a tax or 15 cents 

per gallon; and it so sold for core than .;4.00 per ga.llon,a tax of 20 cents 

per gallon. 

Section 313(b) of the Rennue Act of 1917 imposed a tax at tbe rate or 

1 cent n gellon on ell unfermented grape juice sold by the ~utacturer, 

producer, or importer, in bottles or other closed containers . 

These taxes were r epealed on Fobruury 25, 1919, by section 1400(a) 

or the Revenue Act of 1918. 

Section 628(a ) or the Revenue Act ot 1918, effective February 25, 

1919, reeoactod tbe tax on all untel"!llentod grope juice sol d by the IIIOJ1U- •• 

tocturor , producer, or importer i n bottles or other cloeod eonteinara , but 

cbcngcd tbe rate ot t nx to 10 per cant of the price tor which eold. This 

taz rcmoined 1n erteet until its r epeal on lonuary 1, 1')22, by section 1400(• 

ot tho Revenue Ac t ot 1921. 

Section bo2(b) or the Rovonue Act or 1921, effeeti•o lonuary 1, 1')22, 

imposed o tox ot 2 oente per gollon on oll untormented fruit Juices, 1n 

natural or sliGhtlY c~ncuntrated tom, or such truit juices to which s~r 

~d boon added (oe distlncuiehed tram finished or tount~in syrups) , in­

tended tor consumption ~• boYornges with th' addit ion or water or water 

and SUgar, and upon all imitations ot 3DY such trult ju.ioos , sold by tho 

Cl8nuracturer, producer , or importer. 'r.lia tax n s repealed on luna 2, 

1924, by section llOO(a) of tho Revenue Act or 1924· 

Section bol(o)(3) of the Revenue Act ot 1932, etteeti•e lune 21, 1~32. 

imposed a tax at the rate ot 20 cents a gallon on tho sale by the manu­

facturer, producer, or importer ot grape concentrate , evaporated gro~pe 
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Juice, and crape syrup (o~hor \han tlnlahed or fountain ayrup) con­
taining more than 35 per cent ot auc-ro by weight. Thla aectloa 
apecltlcally exempted the eale of any ouch product• which contained 

23 

a pr eservative sufficient to preYont fermentation when diluted, and 
also exempted aalea to a manufacturer or producer of food product• 
or oo!t drioka for uae in \he manulaeture or production or \he latter 
producto. 

Aa originally enacted by Coagreaa, aection 60l(c) (3) of the 
Revenue Act of 1932 waa to be effective during the period June 21, 
1932 to July l, 1934. Section 212 of the National Induetrlal Re­
covery Act extended the expiration date to July l, 1935. ?ubllc 
Reaolutt on No. 35 - ?4th Congress (H.R. 324) extended ouch date to 
July 1, 1937, However, tectioa 335 of the Liquor Tax Admiaietratlon 
Act repealed thla tax effective Juno 2?, 1935. 

:Economic baaio, - Thla tax was an exclae tax and 18rved alao &I 

a regulatory measure. The ~x was paid by the manufacturer, producer, 
or Importer on hie sale of the taxable products. These producta were 
uoed by consumer• and others to manufacture Intoxicating wlneo and 
llquort •l n Ylolatlon Of the Prohibition laws , The lnduatry Ia COD­

paratlvely """11 and appeara to be decreaalng since the repeal of pro­
hibition. This Ia Indicated by the tact that In the flacal year 1933, 
this tax waa paid ln only 13 of the 64 collection dlotrlete, whereaa 
In tho flocal year 1935, tax was paid In only 6 of ouch dlotrlcto. 

No otatlatlcs are available ln thla Bureau from wblch the value 
of the products taxed ~ be determined, but ln view or the nature of 
auch product& and the purpoaea for which used, the price evidently 
varies to a great extent according to aupply and dem&nd, ch8naolt of 

dlstrlbutloa, quality of the product, and the l ocation and season of 
th& year ln whlcb aold. 

I aegultlea. - With roapect to any conflict In tbe aubjoct taxed, 
no doubt theae producto were lndlreetly affected by aome of the exc118 
taxes lllpo18d by the aevoral Stateo, but the State taxea differed froa 
the federal tax la the baaia for the t~x, the :ethod of ea.putatloa, 
and the claaa of taxpayer• affected. 

A conflict with r oapect to Federal taxes may have resulted by 
reason of the taxe• lmpoaad on dletllled eplrlta and llquora, 

With reapect to the measure of the t ax ln relation to the Y&luo 
of the producta taxed, In the aboence or definite iaforeatloa aa to 
D&nufacturer'o aelllnc prleee, no accurate co~iaon can be .ado. 

Regraded Unclassified



H 1a bel1ovLd that on oconomlc suney ot thi a indllatry will show 
tll4t &enernl~ thoro was no roturding or trnde, clll'taUment or con­
sumption, or uae or substitutes due to the 1lllpos1tion or this tu. 

No tl~rent attempts at tax avoidance or evasion were disclosed in 
connection wlth the administration or this tax. 

Administrative d1rtic~tlties, - There wae no involved Bur~au pro­
cedure relative to the administrat i on ot t h i s tax . The records, etc., 
req11ired to be kept by tbe Bureall' e regulations were llD more than those 
usually r equired by these taxpayer s for thei r own p..rposae. 

No appreciable difficulties wore encolllltcred 1n the odministration 
ot thie tax, except in deter:n1n1D8 the sugar content by weight ot S<D8 

ot the produGte. 

'lbe audit of tho ret= tor this tax nquired the usuAl onnrtnation 
ot production o.nd slUes or other 41eposit1on recorda and Yo.r1t1cat1on of 
claims tor exemption , ro!lllld, or credit. 

In view or the repeal of tbr Ei&bteenth A.,..ndment and the ...,n 
amount of revenue obtained, it is recommended tbot this tax be not re­
eucted. 
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TAX 0!< TIRES J.ND n'l.'E.'! TUBES 

Section 6o2 or t ho Revenue Act or 1'332· 

Yield tor the fiscal J Car- 1936- ~ 32,207,CJ63.03 
Yield tor the fiscal year - 1'337 - 32,250,000.00 Estimated 

Number ot texpayora -------------- 150 
Rote or ~ - Tiroa - 2! cents " pound. 

Inner tubes - 4 cents a pound. 

- Tbe t~x on tires ~d inner ~bas was first 
of the Revenue Act or 1518, ottoctivo 

Unoa"'·"'"·•• Act tho t ax W1l8 levied at tho rote of 

5 per cent of the sale price on the sale by the maDutacturer, producer, 

or importer or tires e.nd iMer tubes tor autocob1le trucks , automobile 

wagons, other automobiles and motorcycles, when sold to any person other 

than a manutacturer or produeor of automobllo trucks, aut omobile wagons, 

other automobiles and motorcycles . 

Section 'J00(3) of the Revenue Act or l'J2l , otrectivo 7anuary 1, 1922, 

reenacted the tex on tires snd inner tubes tor automobile uucl<a, etc., 

as imposed by section 'J00(3) or the Revenue Act or 1918, without cbanse. 

Section 6oo(3) or the Revenue Act or 1124, oftoctivo July 3, 1924, 
reenacted the tex on tires end inner tubes tor autogobile truclca , etc., 

as imposed by section 'J00(3) or the Revonuo Act or l'J21, but reduced the 

rete or tax to 2t per cent or tho eale price. 

It is to be noted thn t under the roronoing Rennue Acta the tax was 

imposed only on automobile nnd motorcycle tires end inner tubes. 

Secti?n l200(a) or the R'IVe:>UO Act ot l<J.-"'6, repealed the \ax 1mpoaed 

by section Goo(3) of the Revenue Act or l'J~, on tires and inner tubes, 

effective as ot February 26, l'J2b. 

The tax was revived in aoction 6o2 or the Revenue Act or l'J)2, 

otfectivo as or 7uno 21, 1932, under which a tax is impOsed on tho sale 

or use or tires and inner tubas by the J:l8Dutacturer, producer or importer, 

oa the following basta: 

"(1) Tires wholly or in pert or rubber , ~ centa a pound 

on total weight (exoluai .. or metal ri.a:a or rim bases) , to be 

determined under regulations preacribed by the Co=miaalonor with 

the approval of the Secretary. 

"(2) Inner tubes (tor tirea) wholly or in part or rubber, 

4 cents a pound on total weight, to be dctel'lllill<ld undcrregule­

t iona proscribed by tho Commiaaionor with tbe approval ot the 

Seeretary ." 
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It ia to be noted tbat tbe tax UDder section 6o2 or tbe Reveaue 

Act or 1932 is not limited t o tires and inner tubes ror a utomobiles , 

etc., but applies to all typee or tires and inner tubes , and tbat the 

ux I• ceaaurad by the weisht or the article Instead or the sale price 

t~ereor, as prescribed in the previous !18venue Ach. 

Section 620 or tbe Revenue Act or 1932, as amended, relating to 

tax-rree sal es or articles for use as material In the manufacture or 

production or, or aa a co:DpOnent part ot, another taxable article, 

specifleelly excludes tires ancl inner tl.lbes ~ the provieiona theraor. 

In other words, tires and inner tl.lbes are considered as not being sus­

ceptible to turther manufacture and, therefore, may not be ocld tax tree 

ror su.cb purposes. 

Section bob(e) of the Revenue Act or 1932 provides t hat If tlrea or 

inner tubes ere sold on or ln connection with , or with tho sale or an 

eutomoblle or truck chaesis , body, or motoroJolo,a credit may be allowed 

a&aiDSt the tax due on the sale or use or such articles in an· amount equal 

to , in the caee or an automobile truck chassis or body, 2 per centwo, and 

in the ease or any other automobile chassis or body or motorcycle , 3 per 

centum (1) or the purchase price (less, ln. tho case or tires, the port or 

tucb price attributable to the IDBtal rim or rim base) If aucb tires or 

Inner tubes were taxable under section 6o2 (relating to tax on tires and 

Inner tubes); 01• (2) if such tires or inner tubas were taxable under 

soctlon b22 {rslatlng to use by manufacturer, producer , or imparter) then 

ot the price less, in the case or tires, the part or such price attri­

butable to tho metal rim or rim base) at which sucb or similar tires or 

Inner tubes are sold in the ordinary course or trade by manufacturers , 

producers , or importers thereor , as datarmdned by the Commissioner. 

Section bob(t) or the Ra•onuo Aot ot 1932 as amended by section 212 

or the National Industrial RecoYer)' Act end PUblic Resolution No . ?I> -
74tb Congress provides that whore prior to August l, 1937, tires and inDOr 

tubes have boon sold by tho t\01\Ufactl.lrer , proclucor, or imparter, and arc 

on auch data bold by a dealer ond intended tor sale, the tax paid bJ the 

manufacturer, producer, or impOrter, will be refunded , or it tho tax hes 

not boen pald, it shall be abated. Tbia section also provides the anoer 

In which sucb rotunda and abatements shall be made. 

As orisinallY anected by Congress, secti on bo2 of the Revenue Act or 

l'J32 was to be etraetive during the period JUJla 21, 1'332 to AJ>gust 1, 1934• 

Section 212 or tho National Industrial Reconr)' Act extended tbe expiration 

date to Ausuat 1, 1'335· PUblic Resolution No. ?I> - 74th eonsreu extended 

such date t o August 1, 1937• Unless turther extended, this tax is auto­

Mtically repealed u or Ausun 1 , 1937• 

Economic basis . - This tax is en excise tnx payable b' tho manu­

facturer producer or importer on his sale or use or the taxable products. 

Under tb~ Bureau•a'intorpretat1on or tho word •tires•, the tax applies to 

the sale of all rubber bOOp8 or bandS wblch f l t Or rol'll the tread or 
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vehicle weels , and to the inner tubes thereof . The tire and inner 
tube industry ranks aza:llll the lareer inclustries or the count ry, and 
tax is beina paid in 56 or the 64 collection districts. A check ot 
the returns tor one month shows that the number ot taxpayers filina 
returns tor this tax is approximately 150. 

Inequities. - Vith respect to any conflict in the subject taxocl, 
it is possible that these products are inclirectly attected by sa.. or 
the excise taxes imposed by the several States, The State taxes, how­
ever, differ tram the Federal tax in the basis tor the tax, the method 
or co.mputotion, and the class of taxpayers affected. 

With respect to the measure or the tax in relation to the value 
or the subject taxecl, complaints have been macle that the tax applies 
inequ1tably to tires t or such articles as children's wagons, scootera, 
wbeelberrowa , etc. Thus it is contencled that computecl on a weight 
basis tho tax on tires tor the articles mentioned equals approximately 
50 per cent or the cost, wereas the tax on tires and inner tubes tor 
outomobllea, trucks, and motorcycles i s Only approximately '7t per cent 
or the sale price thereof. 

I t 1a believed that an economic survey or t he inclust%7 will ebow 
that there has been no retarclina ot trade, curtailment or conSIDiption 
or use ot aubetitutes due to the imposition or this tax. 

'lhere havo been no flagrant attempts at tax avoidance or evasion 
with respect to th1s tax. However, a number or manufacturers ot tbese 
p:roducts clicl attOl:IJ)t to avoid some ot this tax by tr:ll1aterricg, ~d1-
ate}y preceding the effective dete of tho Act, large inventories ot 
t1n1shed proclucts to old or nowly oreanized sell1na subs1cl1ar1ea. The 
Bureau boa held that tho tax nttochos to the subsequent sales made by 

tho subs1cliory companies . 

Aclm1niatrntive cl1ff1cult1es. - There is no involved Bureau pro­
cedure relative to the adm.in1strati?n ot this tax. The recoris, etc., 
roqu1re4 to be kept by the Bureau •s regulations are no I!>Ore than those 
usually required by these taxJ>&yers tor tlleir own J)Urpo&es. 

Tbe audit or the r eturns or thi s tax requires a detailed examination 
ot the opening and clos1nt inventoriee, production records, uses of the 
products bf taxpayer, aales and other clietr1but1on recorcls and evidence 

supporting claims tor exemption, retune!, or credit. 

No etatietics are available tram which the actual coat of collect• 
ing this tax may be determined , but based on the experience ot the Bureau, 
it is believed that this tax falls in the class ot taxee havina o low 

collection coat. 

In view of the substantial revenue• clerived and the e1mpl1citJ of ita 
aclc1n1atrat1on, this Bureau rec-cls that the tax on Urea and inner tubas 

be cont1nuecl. 
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TAX ON TOIU;T l'REPARATIO!iS, ETC. 

Section 6o3 of the Revenue Act ot 1932· 

Yield for the fiscal year- 193G - 3 13,301,794•65 
Yield for the fiscal year - 1937 - 13, 000,000.00 Estimated 
Number of taxpayers -------------- G,100 
Rete Of tax - (a) Perfumes , C08lr.Ot1Cs , etc. 0 10 pel" C&l\~ of 

manuracturer'a, producer's , or ~~rtrr•o 

sale price. · 
(b ) Toothpaste , toilet soaps , etc., 5 per cent 

ot manutacturer•a, producer's, or tm,orter•s 
sale price. 

Statutory backsTOund · - section Goo{g) or the Revenue Act or 1917, 
otrectlve October ~. 1)17, ti.rst inpeae4 a federal tax on the sala by 
tho manutacturor, producer, or ~rtor ot perfumes , essences, extracts, 
toilet waters, cosmetics , petroleum jellies, hair oils , pomades, hair 
dressings , hair restoratives , hair dyes , tooth and mout h washes, 
denti fri ces , tooth pastes, aromatic cachous , toi1st soaps and pewdera, 
or any similar substance , article or preporation by whatsoever na:mo 
known or distinguished , used or applied or 1ntondod to be used or 
applied tor toilet purposes . The tex was l evied at the rate of 2 per 
cent of tho nal e price . 

The tax on toilet preparations wos continued i n the Revenue Act or 
1918, but the rate a.nd basis of the tax vror e changed as follows : 

Section 9Q0(21), affective February 25• 1919, il::pesed 
a tax on the sale or lease of toilet eoops and toile t soap 
powders, at tbe rate or 3 per cent or the pri ce tor wblcb 

aold; and \ 

Section 'j07(a){1), et rective l.!ay 1, 1919, i.mpesed a tax 
or 1 cent tor each 25 cents or traction ther eof or the amount 
paid tor perfumes , essences , extracts , toilet waters, cosmetics , 
petroleum jellies, heir oils, pomAdes , hair dressinss , hair 
r estoratives , ha.ir dyes, tooth and 1110uth wnshos , dentifrices, 
tooth pastes , aromatlc cachous, toilet powders {other than 
soap powdern) , or any s imilar substance , article , or prepa­
rbtion by wbatsosvor name known or diatlngul&hed , used or 
applied or i ntended to be used or applied tor toilet purposes, 
when sold by or tor a dealer or his estate tor consumption or 

uae. 
It is to be noted that the tax aa 1.mpesed under tho latter section 

was changed rron a manufacturer's sales tax to a tax on a dealer's sale 
tor consumption o r use . In addition , t his statute authOrized the 
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cocmissioner to prescribe the use ot adhesive sta~s as the medium 
ror collecting the tax imposed under section 907(a)(l) and such tax 
was accordingly aclmin1sterod and collected as a stamp tax. The 
taxes so imposed by the Revenue Act or 1918 were repealed on 
Ianuary 1, 1922, by section 1400(a) ot the Revenue Act ot 1~. 

The tax on toilot proparat1ona, or articles used or applied or 
intended to be used or applied for toilet purposes , was revived ~Y 
section 603 of the Rovenuc Act or 1932, errective luna 21, 1932· 
Under thi s aoction tho tax is again imposod on the Sblo by the manu­
facturer, producer, or importer , and is loviad at tho tolloulne rotoe: 

10 per cent ot tbo sale price with respect to pert~s , 

esecncos, extracts, toilet vators, coscetics, petroleum 
jellies, hair oils, pomades, balr dressincs , hair rostorctives , 
hair dyaa , aromatic co.chous , and toilet powders, and any 
similar substanco , nrti olo, or prepuNtion , by lihnteocver 
nome known or di atlnauishcd; end 

5 per cent o.r tho &lie price with r .. pcct to tooth end 
couth washes, dentltr!c~s , toot h pastes , ~d toilet soaps, 
and ony similar substance, article , or preparation, by 
what soever name knO\m or distinguiehod. 

AS orlginnlly onactod, section 6o3 ot the Rcvonu~ Act or 1932 was 
to be effective during tho period ~uno 21, 1952 to 1uly l, 1934-
Sectlon 212 of the National Industrial Rccoverl· Act <.xtond&d the expira­

tion dote to 1uly 1, 1935• PUblic Roaolution !io. 36 - 74th COngNu 
(H .R. 324) extendod such dote to July 1 1 1937• Unless further extended , 
t his tax will bo outomnticolly repealed ns or July l , 1937• 

Economic bnsis . - This tnx Is on oxcie' tcx paynblo by the manu­
tacturor, producer, or \rlportcr on hie acle or uso of the ortielos 
apecitied . The tax on pert•=••• etc., Ia being paid In enry one ot 
the 64 collection districts, while tax on tooth pastes, etc . , is being 
paid in all but 4 of such collection d!etrlets . A check of the roturna 
tiled tor one month shows tho number or taxpayers tiling roturns or 
these taxes is approximately 6 ,100. 

The prices for which t he articles enumerated in this section a.re 
sold "fary to a great extent according to coet end c;ual1 ty ot the in­

gredients used, ownership ot the for=ule tor the product, the manu­
facturer thereof, extent of advertising , supply and demand, the 
character or the container ot the product , and the channels tbrOugb 
Which distributed. 

Inequit ies. - With respect to any conflict in the subject taxed, 
no QOubt tbeee products ore indirectly affected by eome of the excise 
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tues imposed by tbe seTeral States, but in genoral, the State tues 

diff er from the Federal tax in tbe basis tor the tax , the metbod or 

computation, and the class of taxpayers atfected, 

'!be only conflicting Federal tax 1s that imposed by section 

6ol(c)(l) or the Revenue Act or 1932 on tbe sale or lubricating oils. 

Cer tain of these oils are uaed as baste ingredients in the manufacture 

of cer tain hair oi l a , cosmetics, and creams. However, the administra­

tive provisions ot the statute lessen, it not entirely eliminate , a 

real con!ltct by permitting tax- tree sales or materials tor further 

manufacture between manufacturer s or taxable articles. 

While the tax applies to all manufacturers alike, ita application 

mey be inequitable under certain conditions. Sane manufacturtne chemists 

~uracturo toilet preparations only in bulk which ore sold to dist ributors 

who in turn packai\O the product without any chnll6" in 1ts form or con­

sistency 4Dd sell it under their own brands or trade names as their own 

product . Thus, the eemc 9roduct may be markuted by various distributors 

under different branas or trade na'Oea . Other manufacturers package their 

product under their own brands or trede namoa tor distribution to the 

trede in the f!'l"..l in which the toilet preparations aro ultimlltely sold to 

consumere. The vnluo or thcs~ products is attributable not to basic in­

gredients fran wnich made, but to tho dc~cd cr~nted therefor usually 

through widespread :1nd costly advert1Sill6 · Hence , tho bulk sales of the 

monufecturor in tho fi rst cnse ~re mnde on a much l owor price l evel t han 

the !Ulloa or the packaged product ot' thE ~~nnuft>ctuNr in the second cuo . 

Since the tax is based upon the sale price of the taxable product, the 

first manufo.cturcr boars a correspondingly U&htur tax burden then the 

second manutacturor no that the tox might bo regarded ua discriminatory 

against tho mnufscturcr wbo paokagoa his ovm product tor distribution 

under his o"" brru>da or trode na:oea . As explninod below, thi s fnct h'ls 

been taken advantage or by manufacturers desiring to m1n1m1ze the taX . 

With respect to the measure or the tax in relation to tho value of 

tho product, the cargin of profit on theso articles is tremendously hieh 

ll!len co:npered to coat :>f ingredients and l!lllnufaoture, but the apparently 

excessive mark-up 1s largely absorbed by adYertisiog and selling costs , 

~Any manufacturers have complained that tho 10 per cent tax rate exceeds 

their profit . 

It is believed that an economic survey or this industry will show 

that thoro bas been no returding or trade, curtailment of consumption, 

or use of substitutes due to the imposition or this tax . 

Due , perhaps , to tho; ahorp competition prevailing in thia industry , 

various schemea have been tried t o ~Woid or evade the t.ax . Tile metltod 

most corruonly usod wns grounded on tho raot that a mAnufac turer solling 

,.. . ... .... ~ . '... . 
f ~ I ' 0 ~~-' i;J ...... ,• •t'..i&o f o 0 
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onlY bulk product would be taxed less than a manufacturer selling 

paclc.e&ed product. Thus, in some cues, a corporation, which was 

engaged in Clllllulectur1Jl8 and distributing packaged pro4uct prior 

to enactment or the Revenue Act ot 1'332, would otter the tax become 

effective orr,anize aubsidiftry co:n;.e.nies to carry on tho manufacturing 

lll)d packaging operations. Corporation "A" would be tented as t ile 

"canutacturer• and it would sell the bulk product at cost plus a 

nominal profi t exclusively to corporation "B". The latter in turn 

wou.ld package the product and sell the entire output , again at cost 

plus a nominal profit, to the original or parent company. 'lb.e 

parent company would continue as botore to conduct the expeneive 

advertising operations and sell the finished product to the trec!e, 

Since by this method, it successful , the tax would be restricted 

to the nominal coat ot the "manufacturer• or corporation ·~·. it 

is readilY apparent that the tax would be greatly minU.ized, 

Section 6l':j(a) and (b)(3) ot the Revenue Act or 1932 provides 

that there ebell be included in the price ror Which aa orticle is 

sold any charge tor cover ings and containers ot whatever nature and 

thot 1t an article 1a sold otherwise than tbroll&h an ant• s -length 

treneact1on ao4 at leas than the fair market price, the tax ahnll be 

based on the price tor which similar articles are sold in the ordinary 

co~rse of trode by other mdbu!acturers os determined by the Commissioner, 

'lb.ese sections or low clearly indicate that Congress was cognizant ot 

the fact that the corporate form could be used to circu=oent the 

statuto, The Bureau in considering these sections bas taken the position 

that in a situation as outlined above, the sales between the related 

eorporatlons are made otherwise than through an arm's-length ti'Oll4-

action and that tbe fair market price is the price tor Wblch the ar­

ticles are aold outside the affiliated group in the open market, or 

in this instance, the price tor Which tho articles ere sold by the 

parent or or1pn.sl company. 

Adciniatrative difficulties . - Thera is no involved Bureau pro­

cedure reletin to the acl:l:inistrotion or this tax. The recorda, etc., 

required to be kept by the Bur~eu•e regulations are no more than thOse 

~sually required by these taxpayers for their own purposes. 1 

The audit or the re turns ot this t ax r~quirea a detailed exami­

nation of the corporate set-up, the opening and elosing inventories, 

production an4 cost records, usee or the products by taxpayer, sales 

and Otbar distribution records end evidence supporting ole~ tor 

exemption, refund, or credit. 

By reason ot the various problems involved ln the admi.nistretion 

or thie tax, the collection cost 1DD7 be acmewhet abOYe the average for 

the rospeotive miscellaneous and solos taxes . 
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SUbstantial revenue Ia obtclnEd traa tal. s source Mel 1 t 1s recoc­
mended thnt the tax be cont1nuod. B~wever, to obv13to nny inequity , 
to lesson tho posslb1ll t)· ot to.x <.voidance , and to sl.mpl1ty the admin­
istration, It 1& susaeatod t~t t he stntut~ be amended to tnx tho oale 
of the person who prepares or packages toilet preparations in tho torm 
In which they are to be &Old to tho consumer for consumption or uao, 
or 81110nd tho statute to apooitlcell,y det1no "r::anutactu,..r, prod•lcer, 
or importer• to include a person w~ prepares alld packages auch prepa­
rations In tho torm In wllich sold to tho consumer, For example , the 
following could be added to section 603 as subsection (b) and (c): 

(b) AS used in this section the term •producer• In­
cludes any person ·~~ claims to bave (l) any privata formula, 
secret or occult art tor cakin8 or prcparlllg any ot tbe ar­
ticles enumerated in this section, or (2) who baa or cleilo$ 
to ba•e any excluo1-re risbt or t1 tle to the m11ldn« or prepor1ns 
ot such articles , or (3) who prepares, utters , vends , or ox­
poses any such articles for sale under any letters, patent or 
trademark, or (4) Who (Whether or not prepared by bl.m under 
any tormula, publ1ehad or unpubliabad) bottles, or packages 
any product in a rona in which it will be sold tor con­
sumption and holds It out or recommends to tho public tbat 
sueb product is to be used or eppllad, or is Intended to be 
used or applied tor toilet purposes. 

(c) The provisions of section 620, subsections (l) and 
(2), aa amended, ahall not app~y with respect to the aale ot 
any ot tho articles enumerated in this section. 
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Section 604 of tho Rovenu~ Act of 1932, 

Yield for the flaeal fear - 19~ - $ 3,321,05?.14 

33 

Yield for tho fiscal fO&r - 193? - 2,750,000.00 Jotimated 
Number o! tax~aye~G -------------- 2,100 
Rate of tax - Durl.nc the ported June 21, 19:12 to June 23, 

1936, 10 per cent of tho •ole price. 
On and after Juno 2:1, 1936, 3 por cent of 
the salo ~rico. 

StatutorY background. - Section 900(19) of tho Revenue Act of 1918, 
eff ective i ebru&rf 25, 1919, firot impoood a tax on t he aalo or loa•• by 
the lllal!Ufaeturer, ,reducer. or hmortor of art\cloa aade of fur on the 
bide or pelt and art icles of which aueb fur waa the c~nent material of 
cblrf value. The tax was levied at the reto of 10 por cent of the sale 
pr ice . Thia tax wao r eoealed on Januarf l, 1922, by section l400(e) of 
tho Revenue Act of 1921. 

Tho tax wao revived, effective June 21. 1932. by section 604 of the 
Rovonue Act of 1932 1n the same form ao imoeed under the Revenue Act of 
i918. The etatute was emended bf section 608 of the Revenue Act of 1934, 
effective ~ 10, 1934, to nrovide an exomotion from the tax for art\clea 
ool1ing for leea than ~?5,00. The otatuto wee fUrther emended by 
section 810 of the Revenue Act or 19~, effective June 23, 1936, eo aa 
to reduce the rate of t ax to 3 per cer.t or tho eale nriee and to eliminate 
tho exompt l on ror articles oelling for l ooa than $75.00. 

Tho atetute at the nresent time 1.oo8oa a tax on the ~ale by the 
oenufecturer, nrodueer, or ~ortor of articlao made of fur on .tho hide 
or ~lt. and articles of which aueh fur io the co1:!JX1101•t ..ahrie1 of 
chief velue, at the rate of 3 ~or cant of tho aalo price regerdleaa of 
tho nrico tor which oold. 

Ac orlglnally enacted by Co~-roao, section 604 of the Revenue Act 
ot 1932 waa to be effective durin.:; tho -oeriod Juno 21, 1932 to July l, 
1934. Section 212 ot the llatlonal Incluatrl&l Recovery Act e><tandod 
t ho oxo1rat1on dote to July 1, 1935. Public R~aolution llo. 36- 74th 
Concreea (H. R. :124) extended such date to July 1. 1937. Onloaa further 
extcndad, thia tax ie automAtieal}f r on6Dled aa ot July 1, 1937. 

Zgonomic baoie. - This tax eov~re certain articles of ~carina 
an~ol which have a wide range In value. The tax appl1e• not on}f to 
tho luxurious cleea of fur coate, oto., but alao 1n many 1not~1cee falla 
ut>on cloth Garments trillllllOd with chea., rura. The enterprises affected 
b:y tho tax ere aovoral, na110ly, (a) manutecturoro of fUr trtutn.so, 
(b) manufacturers of artie loa made co•nlotoly of tur. {e) """utecturora 
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ot coats (cloth with tur tril!ml.n&a) , (d) manutaoturera or auits 

(fur- trimmed) and (o) manufacturers or dresses (tur-tr1cmed). 

'!be tax also atrecta the IDIUil' scall neiS)>borbood or reta11 rurriora 

•cattered throUS)>out the country who mnnutacture articles or tur , 0 8 

well as make rur repairs. 

Prom the foregoing , it oan be seen tbat in general , the size 

or the industry nttoctod is large ond that the tax i8 widel~ scattered 

in its application. Tax ia being paid in all but 8 ot the b4 colleotion 

dietr icta. Howovor, approxwtely 75 por cent or all collectlons arc 

made in the Third District ot tlew York. A chock or the returns ror 

ooe conth~ebowa thDt the number or taxpayers tilin& roturns tor this 

tax 1s approxl.mately 2,100. 

Inoguiti oa. - The articles aubjoctcd to this tax are also sub­

ject to the local retail sales taxes whorner imposed. Insofar aa 

known, there are no other taxes, whether Federal or State, which 

could be considered as conflicting witb the !natant tax . 

Tho administration or the tax disclosed aome attempts at avoid­

ance or evasion. The most co~>only used means or evaaion prevailed 

during t ho effective period or the exemption tor articles selling 

tor leu tban -Y75.00. B.Y reason ot sucb ex""'ption, certain 111811U­

racturero endeavored to bring ~heir product witnin the exempt claaa 

by me.e.n.a or: &.Jcc b~. ~:..!r.s under secret arrangement a with buye rs , or 

aoll1ng an 1n&xpensive mutt w1 th ar. expenah'o tur garment and chsrg1ng 

enouS)> ot the price ot the tur gtlrment u.gainst the mutt , so as to re­

duce ita sale price to less than ~75.00, etc. The possibility ot 

ending the tax by such meana bas been removed by the elimination ot 

tho exemption based on the amount ot the ealo price. 

Administrative dttticulUes. - There is no involnd Bu.roau pro­

cedure rolat1ve 'to the admintstration or this tax . The recorda, etc., 

required to be kept by the Bureau • s regulations are no more than t :1ose 

usually required by these taxpayer• for their own purposes . 

The administration or the tax involved soma dirticulty with re­

spect to (l) the determination in the case or rur-trilllllcd cloth garments 

whether the rur tr111Dill6 constituted the oomponent materiel or chiet 

value so as to make the particular garment taxable, and (2) t ha deter­

mination or a •tair market price• 1n the oaso or ar ticles sold by the 

a:anutacturer or producer only at retail. The latter question arose 

mainly trom the practice followed by certain retail oetabl!ablllent a ot 

l'apeirin& tur gOl'lllents and lll4king individual garments on special order . 

These d1tr1cult1ss havo been la.rgely onrcame . In cooperation with the 

c:em,bera or the industry a staodard tomula hes been dnised tor uae in 

datermintng wh ich materiel ot rur-trimmad garments is t he ca.nponent ot 

ohlet value end a specified percentage or the reta1l price bas b~on 

adopted ~• reproaont1ng the •tair corl<et price• tor use in ooaputing 

the tax applicable to erticloa sold only at retail . 
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The audit ot the returne ot tlUa tax requires a deteiled Udlll.­
!llltion ot production and cost recoraa, pertlculerl.y to determine the 
rd&tivo v.Uuca ot the ccaponenta ot tur-tri....S l!flrments , and the 
uaunl oxemiMtion of sales and other disposition recorda and or tho 
evidence relied upon to support claU.a tor exemption, refund, or 
crtdit. 

While tho actual cost or collootins thie tax i s not known, it ia 
boliovod that the coll ection coat i s in lino with tho average coat ot 
col l ecting the respective misccllnnooua ~d ealoa taxes , 

The aJr81lu recomellds oontinuins the tax on tur nl"ticlu 1n 1 ta 
proaont t orm. 
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TAX ON 'li!E SALE Oll O.:>E at JE'.IR!Jr.C, ETC , 

Section 6o5 or the RoYonue Act or 1~32. 

Yield tor the r1scn1 year - lSJ&- w 3,110,6o4.75 

Yield for the rtecal y•ar - 1937 - 290,000.00 I.stil:latcd 

t:u:Dber or taxpayers - ------------- 2, 900 
Rate or te.x - 10 per cent or :oanutacturer•a sale pri ce . 

Statutory bneksround. , - The Federal tax on the sale by the III!Uiu­

taeturer, producer , or i:llporter or any article cODr.IOnly or co:II:' .. rc1ally 

known na jewelry, whether real or im!tntion, wee f iret impoeed under 

secti on 6oo(e ) ot the Royenue Act or 1917, effective October 4, 1917. The 

t o.x >raa levied at the rato or 3 per coot or the sale price. 

The t ax on Je...,lry, etc., woe contilll'ed by section 'J05 or t he 

Revenue Act of 1918. This soction, howevor , changed the basta and 

rate or t he tu t o o 5 per cent tu on thL sul e by a deoler in "nll 

articles coamonl y or co1r1110rcially knOI'ftl P.S jowell"'f , whether runl or 

ll:11tat1on; poll%'ls , precious nnd aemipreci oue atones , nnd 1:oito.tlone 

thoreor; orttclos mode ot , or ornamented , mounted or titt'd with 

prccl oue Mtale or l.nl.tatio~e therdor or ivory (not including surgi­

cal ioetrumenta); wstchee; clocks; optira stasses; lorcnettes ; marine 

glasses; tield glasses; and binoculars" . 

The pr ovisions or section 905 ot tho Revenue ACt or 1918 were 

reenacted in section ':)05(a) or the Revenue Act or 1521, etfoct tve 

1onuary 1, 1922, without change , ,other t hnn t he addition or eyeglasses 

and spectacles to the articles erempte~ tram the tax . 

The 5 per cent tax on snles was continued by section Go4(a) or the 

Ruvenue Act or 1924, but the scope ot the tax was enlarged to mpose tile 

t~ on tbo l ease as wall ns the eal e or j ewelry by e dealsr .nd the 

exemptions wer e extended to include (1) tho salo (or lease ) or musical 

Instruments , s1lvor-pleted flat table-uaN, tUid a r ticlu used tor re-

113ious purposes, l n addition to t he sclo or aureical instruments, eyo­

glosseo ~nd speotaolos, (2 ) nrtt olcs sold (or l&nsod) t or an amount not 

1n excess or ;30.00, 11m! ( 3) watcbes sold (or loMcd) tor an :.mount cot 

in exo~os or ~Go .oo . This t ax ~la r opo4led by a<eti~n 1200(o) or the 

Revcnuo Act or 1926, ottoctivo February 26 , 1926. 

Tho t ;,x on jewelry wa~ NYived by section 6o5 ot tho Bavonuo Act or 

1932, but under this eootlon tho tex •• ogain illpOaed upon tho aole or 

use by tha manut11cturer , producer, or 1mport or ond tho rot~ wua inorel aod 

to 10 per cent ot tho snlo price. The t ox npplicd to cll articles 

c<liiiDOnly or eo:rmercio.l lY known ns jewelry , wllothor real or im!totton; 

pearls, precious and aeaJ.preoious sto110s, nnd im!tntions tllercot; 
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articles cade or , or ornamented, mounted, or titted with, pre•ioua 

l!IAitals or imltationa thereot or i'rory (not lccludins surgical in­

struments or silver-plated ware, or freJMa or mountint.a for apeeta­

elas or eye glasses); watches; clocks; parts tor \fetches or eloclcs 

sold tor ClOre then 9 cents eecll ; opere glasses; lorgnettes ; a:arine 

glasses; tield glasses; and binoculars• , Any articles used tor re­

l igious purposes, or any article (other thon watch or clock parts) 

sold tor less than ;3. 00 waa specifically exempted trom the tax. 

Section 6os ot the Revenue Act or 1934, ettecttve lAy 11, 1934, ex­

tended the ex,mption to apply to all articles subject to thia tax 

'll!lcn sold by the menutacturer, producer, or !..:porter tor leas than 

;2r; .oo. 

Aa orisically enacted by c~ogress, the tax under section 6o5 

or the Rovenue Act ot 1932 was to be ettcctive during the ~riod 

from Juno 21 , 1932 to July l , 1934· Section 212 ot the National 

Industrial Recovery Act extended the oxpiration date to July 1, 1935· 

PUblic Resolution No, 36 - 74th Congress (H. R. 324) turther ax­

tended aueh date to July 1 , 1937· The tax waa repeal ed , however, by 

section 8o9 ot the Revenue Act of 1936, etteetive Juno 23, 1936. 

Economic basis , - Thb tax on jewelry, etc ., was an excise tax 

peyeble by the ~r.anufacturer , producer, or importer on his snle or usc 

theroot, In view of the tact that practically all wholesalers, job­

bers, and retailers or jewelry toll within tho category of o producer 

or importer, the tax applied to every bronch or the industry , nnd tax 

was paid in every one of tha 64 collection districts, A chock or t he 

roturna for one month shows the nw=bcr ot taxpayers tiling jewelry tax 

returns was npproxlmntely 2 ,900. 

Inoguitios , - !hero woe undoubtedly saoe contlict in the subjects 

taxed, but thia was· duc entirely to the marketing and distribution 

nethoda ot tho industry. For inatoncL, the tax wna impossd spoci­

ticn11y on tho aclo ot either n mounting or a precious atone ns com­

ponents or nrticles or jewelry, cs r~cll os on the CCI!Iplot ely mounted 

article or jewelry, It an lmportod stono 11as mounted o.nd sold al'ter 

the eftective 43te of the Act , tho tnx waa due and payable on such 

sale , It ctt~r passing through tha hnnds of several individuals, the 

ston& found ita ~ay b~ck to some br~ch of tho industry , through 

tr~de-in transactions or outright scl6 , .nd tho wbol oaal or, jobber, or 

dealer r oaounted the s tono In o n. w or ~ern type nounttns, thG solo 

ot tho now completed urtielo \fO.S t~xr.blo in ito cntlr<otY nnd no crodlt 

could be c.llousd for the tu provlously p.lid on th~ ~ton.u , olnce the 

lt~at producer could not 3sta.bllsh or prove that tu V'll pr~vioualy 

p:>id on the stono. Thoro " ·' s no c!oul:lt sca:o contlict by ro~110n of tho 

var ious custoc duties imposed on moat ot th0 articles spccitically 

centionod in the stl\tut .. , capccielly poorla, procious and a<.aiprooioua 

atones, watches ~nd ports thoretor . 
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1ewelry , etc., falls prmarll)' in t he clees ot luxuries and In 

view or the fact that t his tax waa revived during the depression 

period, ~en conaumera curtail their purchases or luxuries, it can 

hardly be seid that any retarding in trade, i t any existed , waa .aue 

entirel y to this tax. The Bureau is not awara or any use or sub­

stitutes due to tbi s tax , 

With respect to the measure of the tax in relation to the value 

or the product, there are no statistics available i n thia Bureau froo 

which an accurate eo~perison may be made . However, it ic not believed 

that a 10 per cunt tax on a manufucturer's , producer's, or importer' s 

sale price is excessive, 

Tax evasion by certain branches or this industry has olwsys been 

an adlllinistretive probleo. In view of the nature or t!le 8rticlee taxed 

end the mark~ting and distribut ion ~thods of the industry generally, 

tax evasion wa s taken as a matter or course by certain taxpayers . 

Various !let~ods ,;er e used , such as failure to keep any records , f.upl1-

cato records for tax purposes , r.11se billing ot complete a1·t1clfla as 

separate c~ponents to bring the sale prices below the oxooptions pro­

vided, new articles sol d as second-hand , erroneous claims for credit 

tor t ax Which was nev~r paid, er roneous use of claims for exemption , 

claie>s f or losses through robb~ry or fire whon in tnct tho artiolea 

were sold, sales or components soparat oly which were lator assembled 

tor the cuatomer , and theSICU(;..).I.Jl,.. or inports , especially d1e.monda , 

watches and watch parts . 

Administrative dirticulties. - There was no involved procedure 

relative to t he administration or t~is t~ . W~ny administrative 

difficulties ware, neYertheloss, encountered . Tbe stotute imposed tbo 

tax on the sole by tho manutactur~r, producer , or importer and the 

Department interpreted the term "?reducer " to include these parsons w~o 

assembled component ports or Jewelry to produce complete t~blo articles , 

Thus , thero were included in the torm •producer •, retailers, wbolosal~rs, 

Jobbors, etc . Iu cas~~ whi~b involved sales exclueivoly nt retail wllere 

the same or similar orticloa wcro not sold at wholesale , tho Commissioner 

under the authori ty of section 619(b) of the Rr~enue Aot ot 1932, doter­

mined a •ta1r mrket price• upon lll>icb to baso the tax. Bofore arriving 

at such price, it was necessary to conduct an oxtenelve field investi ­

gation to determine the various met~ods used by manutecturers , producere, 

or importors in arriving et the price tor which similar nr t iclos were 

sold by them. In detorcinlng tho basis on Which tho tax should be paid 

by persona selling jewelry , etc ., ~t rotail , it wns round nocoss~ry to 

fix the open market wholesale price as o definit e parcentnge ot t he 

actual reto11 price. Where articles wore sold under an instalblcnt or 

conditi onal sales contr~ct , o diftorent parcont3ge or formula was re­

qUired. Tb' foir markot price In t heso cases was determined by taking 

tho cost ot m'lt orials osse=l>lcd and adding e 15 per cent oark- up, wb1oh 

r esulted in 0 price ot Which similnr complctad articles could bo pur­

chased rram the mnnutooturer tbenor . \lb1le it was reoliu d tb.lt the 
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~rcentage eo fixed would be a help to eoaoe and a bindrance t o others , 

1t ... the opinion or tbie Bureau tbet a definite ~I'Oentage or the 

retell sale price was the 110st equitable beaia on which to compute the 

tax . Tbe definite ~rcentage fixed .as applicable to all taxpayers 

selling taxable articles exclusiTely at retail, r&eardless or the 

section ot the oountry in w!lich they were engaged 1D buaineaa. 

Tbe statute required the keeping ot all necessary records rolet­

ill8 to the tarpayer •s liability tor the tax, and to claims tor rotund, 

credit or exemption . SUch requirement IDilY hsTO necessit ated cddltlonal 

bookkeeping chsnseo and records, which were not necessary ror the tax­

payer's purp<>ses prior to the illlposltion ot this tax. However, the 

records required by the &lreau regulations wero s1.!11pl1t1ed as much aa 

posslbls to contorm to the ordlnnry records usuo.lly kept by to.xpayera 

a.nd at the saae time protect tho OoverJWCnt •s interest from to.x avoid­

ance ud eYaaion . 

Tbe au.dit ot the returns ot this tax rsquirod s detailed exami­

nstion o~ tbo opening end closing inventories , production nnd cost 

records , uaes ot t he products b7 taxpeyer, sa.lea and other distri­

bution reoor~s and evidence supportinG c laU.e tor exemption, refund , 

or credit . 

No rec=endation io made w1 th res~ct to the roensctmont or the 

tax on jewelry. 
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TAX 011 Al71'CI:OBILE CIUSSIS, BODIUl, .o\ND MO'rollCYOLES. 

Section 6o6(a ) and (b) or tM Rennue Act ot 1932· 

Yield tor tlle thcel yaar - 1936 - ) 5'i, 201,1,3b.49 

Yield tor the tiscel reer - 1937 - 5£>, 200,000. 00 lstt.ahd 

NU=ber or t~rera --------- ----- 950 

Rete or tax - (a) Auto truck chsasis and bodies, 2 po.r cant 

ot canutacturer'a , eto., eale price . 

(b) Other auto chassis and bodies, u4 motor­

cycles, 3 per cent or IRI!Iltactu.rer•s, etc., 

sale prtcu. 

Statutory baek£roun4. - Section 6oo(a) or tbo ReYenue'Act ot 1917, 

ettecUYe Octo~>er 4, 1917, first ilopesecl the Foderel tax ori t l\e aa.le bJ' 

the eanutecturar, producer, or importor or uutomobilea, automobile trucks, 

automobile wagons, and motorcrcles at the rata ot 3 per cent or the price 

tor 111Uch aold. 

1ib1le the tax waa co&t1nue4 in the lleYcnua Act or l'Jl3, ita scope 

was sl1ghtly oxten4ed an4 the rato changed in part, 6ttectivo February 25, 

191~. as tollows: 

Section 900 (1) i:::.pescd o tu ot 3 per c6nt 011 tba sale 

or 1caae by the :anutacturer, producer, or lJ!!porter ot auto­

mobile trucks and automobile wagons (1nc1udtns tires, inner 

tubes, parte o~d accoasori~a th&retor, sold on or i n COD­

nectlon therewith, or wtt.'l toe sale thoreor); and 

3ection 900(2) impesecl a tw< or 5 per cent on the sale 

or lease or other automobilos aDd motorcycles (111cludlnc 

tirea, inner tubes, parts and aecesaortea tberetor, a?l4 on 

or in connaotio11 therewith , or with t ho aa1e thereor) . 

'!be taxea ea imlX>sed under sections ~(1) and 900(2) or the Rne11,.. 

Act or 1918 ware continued without change ill sections 900(1) and 900(2) 

ot the ReYe11ue Act ot 1921. 

It is to be noted that ill the atatutea cited abOH the tax .,. baaed 

on the sale or laesa ot the co=plete automobile truck, au~ocoblle •ason, 

or other nutomobile or .otorcycle. 

'lbe bas1a of tho tax wea Ghaiii!Od ill the Rs'f8nue Act ot l'J24 , 

otreot1Ye 1Ul.r 3, 1924· Section 6oo(l} lllpoeed • tax or 3 per cent 

on the sale or lease by the ...,.uracturer, producer , or imlX'rtor or 

(a) autCCDObile truck ehaaal s , &ll4 au~bilo -con <Maaia, when eold 

or leased tor en """"'nt i n axcaaa or », 000. 00 end h) au~lle troclr: 

bodies end autCCDObUe wot60D bodies, when aol d or l ee socl tor 011 &llll)unt 
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In excess or ,200. 00, lnclud1n~ In both cesea, tires, i nner t ubes, parts 

and ecceseor ioa therefor, sold on or In connection therewith, or with 

the aale thereof • Section 6oo(2) Imposed a tax or 5 pe.r cent on the 

aale or l ease by the manufacturer, producer , or Importer or other 

automobile chaasla and bodies and cotorcyolea, (Incl uding tlros , Inner 

tubes, parts and accessories therefor , sold on or In connection there­

with, or with the sale t hereof), without any exemption, however, in~­

apeet to the amount tor which sold , 

Both subsections (l) end (2) or section 600 or the Revonue Act or 

1924 provided that the sale or leaal or e complete automobil e truck, 

automobilo wagon, or other automobil e would bo considered, tor pur­

poses or the tax, es the aele or lease or a chassis end a body, In 

addition, the Revonue Act of 1924, like the Rev~nue Acts or 1918 and 

1921, also spociticelly exempted tractors rro:o tho tax. 

The tax imposed by soction 6oo(l) or the Revonuo Act ur 1924 on 

the salo or lease or autooobllo truck and automobile wagon chassis and 

bodies was repealed on February 26, 192~ . by anction l 200(a) or tho 

Revenue Act or 1926, while the tax imposed by section 6oo(2) or the 

Revenue Act ot 1924 on tho sale or l ease or other automobile cbesais 

and bodies and motor cycl es was continued in sect ion Goo(l) ct the 

Revenue Act ct 1926 at t h' roducad rete or 3 per cent of the pri ce 

for which such erticles wore sol d or lensed. The latter tex r c:tsined 

i n ettec t until its r epeal on ~Y 25, 1928, by &action 421 or the Revenue 

Act or 1928. 

The tax was revived i n socti~n 606 or the Revenue Act or 1932, 

ertectivo June 21 , 1952, with tbe rates reduced in part and with certa in 

other changes i n the ncmini strative proviei ono ot the l.,w, SUbsection (a) 

ot section 6o6 i:opoees a tax or 2 per cant on the sale (or lease) by the 

canutaeturc~, pr oducer or L~porter of automobile truck chassis and euto­

cobil e tru~< bodies , includie&, In both instances , tires, Inner t ubes, 

parts and accossories therefor , sold on or 1n connection t herowitb , or 

with the sale t~eroor . SUbsection (blot such section tcposes e tax 

ot 3 per cent on the sale (or leaoe) by t ho manufacturer , producer or 

Importer or other automobile cbessis and bodies end cotoroyelas , in­

cl uding tiros , inner tubea , port s and accessories therefor , sold on or 

in connection therewith , or with the selc thorcot. Aa in the prior Acts, 

this aectlun provides that the sal~ or a completed machine shall be con­

sidered as the sale or a obeaais and a body and likewise speoi ricelly 

oxccpts trectors trom the tax . 

Aa or1giD3lly enacted secti>ns 6oo(a) end (b ) or the Revonuo Act 

ot 1932 wel'<l to bo ctteeti; e durine tho period JUne 21 , 1932 to Aucuat l , 

1934. section 212 ot tho National Industrial Recovery ACt extended t he 

oxpiration date t o August 1, 1935· PUblic Rea>lution No. '1> - 74th 

Congress (R . R. 3241 extonded such date to Aucust 1, 1937. Unless rurtbar 

extended, t ;la tax is automati cally repealed as or August l , 1937• 
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Eeono:nic basis . - 'lhis t<u is an exciae tax payable by tbe mnu­

fecturer , producer , or importer on hie sels or uae of the articles s peci ­

tiod . The automobile industry ranks a~ng the lar,eet industries or the 

country and tax ia bein; paid in all but 2 or the b4 collection districts, 

A check of the returns for one month shows t hat the number ot taxpnyera 

tiling returns for t!lis tax is apJ>roxiu.tely 950. 

Inequities . - \lith respect to any conflict in the subject taxed, 

no doubt these products ar3 indirectly ettected by ao=e ot the excise 

tues imposod by the several Statos, but thb State toxes in geMt•al 

dittar troc the Jederal tax in the boats t or tho tax, the method or 

computation, and the class of taxpayers attected. 

A conflict trom tho standpoint ot Federal taxes m&1 reault between 

thia tax end the tex on parte and acceaeoriea imposed by section 6o6(c), 

or the tax on chassis Where the body manufacturer is not the manutacturer 

ot tho chassis . However , the statuto lessons , it not eliminates, any real 

conflict as to tho tax on parts and accessories by providi ng that chaa•i s 

and body manutact urer s may purelwae parts and eccessorics tax troe under 

reaulations prescribed by the Cotamissioner. This same pr ivilege is 

aJ'torded e chassis manufacturer with Nspect to purchasing bodice, but 

no such privilege is g iven the body manufacturer with respect to the pur­

chase or 8 ebcssta . 

An i nequity in thu application of tho tax arises t rom the exemption 

ot tractors . Tractors wera originally exempted In the Revonue Act ot 

1918 on bebalt ot the t0J'111er since trectore were then used a:ainly tor 

agricultural purposes . Tractors , bowover, have been dovelopvd end 

improved so that now they co:Dpe.te seriously with taxable "mllchinea". 

After the World War, tbo automobile truck was developed to a staso 

where it took ovor rreigbt tr.onsportntion in this country in dir~ct rotio 

to the incronne or pavod street s end hiehweys . D.Y 1925 tho paving con­

struction industry had solved the probl""' or buildir~ paved bigbweys strong 

onough to occommodota the henvia~t of motor v~biolcs. Since thet time , 

not only bas the production or nutonobile trucks incroosed , but or l nt o 

years the trond hoe bcon, both in the truck ~nd motor-bus fields , toward 

a two-unit vehicle , samotimea called a "comcorciol trac tor" , It consists 

or e truck cboasis with a wnoolbaae so short ~s to bo aenerall y incap~ble 

ot aecollmodat 1ng a body, end a treiler-body which is atteehed to the chassis 

by a "titth wheel • , or aimiler attachment . 'llle nw:>ber of such vehicles i e 

increasing rapidly in proportion to the nu:ber or outomobilo trucks and 

automobile busses, as ouch tractors hove tho triple o4vantngo ot (1) be i ng 

able by res son ot their eonatruction to ~Jr'li$ tc ~..-tor to;.ds; (2) being 

able to tur n in a =ncb shorter radius; and (j) depositing locded t:ailer 

bodies at deli very points end hauling away another loaded trailer body 

without wai Ung ror the unloading or the first load. In addition to t ruck 
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tractors, thare has recently developed an expanding demand tor passenger 

trailers, consisting of a chass!a eontaini"G the motive po>Mr, end a 

trailer containi.ng livine quarters . 

At tbe present time neither the chassis nor the body or such 

•tractors• is tued by reason of the ex.,..ption tor tractors . Beea\lse 

ot the contusion and eo~etition existing bet~oen ~nuteeturers Who 

make both automobile t r..cka and traetor-troiler vehicles , certain or 

these mnutacturera have expressed to the Burea•J or Internal Revenlle 

a desire to see such alltomotive tractors ta~d ubero capable of 

operation on paved streote or paved hlgh>teys . They have urgod that a 

tax-exempt tractor be defined as one "not adaptable or legal tor usc 

on tho highway•. This la"GUBge Ia not considered entirely aatiatactory 

tor the rcnson that the roqlliro~nts ot the different States vary as to 

the weight or vehicles which ~Y be legally used on their highways . 

Although 1t is Wlderstood that the oajor automobile menllfaeturers 

have been notified through their association that such a r ecommendation 

has been ~de to the Bureau, this ottice bas rccoivod no objection to 

this proposal . In tact, many representatives ot individual manufacturers 

have expressed approval. 

Administrative difficulties . - There i s no involved Bureau procedure 

relative to the eclllinistretion ot this tax. '!be record.s, ate., required 

to be kept by the Bureau's regulations are no more than those usually re­

quired by tbese taxpayers for tbair own purposes . 

No appreciable administrative difficulties are encountered in the 

collection ot this tax . In tact, this tax is one or the least trouble­

same of the large revenue producers to administer. 

The audit Of the r et..rns Of this tax requires the USual examnat!On 

or production and sales records und the evidence rolled upon to 8\lpport 

claims tor exemption, r otund, or credit. 

The actual cost ot collect11l8 this tax has never been aeperated "Y 

tho Bureau trom tbe average cost of collecting taxes generally, but it 

1s considered this tax 1a one ot the easiest nod cheapost to collect 

ot all the taxes now in ottect. 

To remedy the inequity discussed above, it is rocommonded th~t 

subsections (a) end (b) or section 6o6 or the Rovenue Act or 1932 bo 

amended to read os tollowo: 

(a) Autocohile truck chassis , automobile tr..ck bodies, 

automobile trailer chassis, truck bodies tor autoaobile trailers, 

and tractoro (except C£r1oultlli'Sl tr.lotors), includ1ne; i D e~Cb 

ease ports ot cccessories therefor, sold on or io connection 

tberewi tb or w1 th tho sale thereof, 2 per centum. A sale ot 1111 

automobile truck shall , tor the pUrpOses ot tbia subsection, bo 

considered to be o sole of tho chassis and or the body. 
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(b) Other automobile cheasis and bodies , including pas­
senger bodies for automobile trailers, and motorcycles (in­

cluding in each case parts or accessories therefor eold on or 
in connection therewit h or with the sale t hereof) except agri­
cultural tractors , 3 per centum. A sale of an autoaobile aball , 
for the purposes of this subsection, be considered to be a sale 
of the chassis and of the body. 

It ia estimated that aucb a change would produce additional tax 
ot approximately )26o,ooo.oo per year. 

Since tbe tax yialda a substantial revenue and entails but little 
difficulty in collection, it is rec<XJOAOnded that tbe tax be cont1zwed 
either in ita present form or in amended tor= ns ausseated herein• 
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TIJt Oll PARIS ;.ND ACC!SSOIUFS FOR A~OSILE 
TRUCKS, O'l1IER AU'l'OMOBD..ES , JUID IIOTORCYCLES. 

Section bob(c) or the Revenue Act or 1932· 

45 

Yield for the fiscal year - 1936 - ) 7,110,188.33 
Yield tor the fiscal year - 19S7 - 7,100,000. 00 Eotimatod 
Number of taxpayers ·------------- 2,6oo 
RYte of tax- 2 ~r cent ot manutacturer 's, producer's , or 

toporter•s sale price. 

Statutory background. - S_ct ion ~(j) of the Revenua Act of 
191e , effective February 25, 1919, first imposed the tax on the sale 
or lease of perts and accessories , including tires and inner tubes , 
tor autoaob!le trucks, eut~bile wagons, and other eutoaobiles and 
cotorpycles, when sold to allJ.. person other than a n:anuracturer of 
such tructs, wagons, aut~biloe or motorcycles, ut the rate or 
5 per cent of t he price for ·..nich eold or leased. The tax was re ­
enact ed without change by section 900(3) or the Revenue Act of 1921, 
effective January 1, 1)22. The tex wos aleo reenacted by section 6oo(3) 
of tho Revenue Act ot 1924, eff ective July 3, 1924, in which sectiou, 
however , the rete wes reduced to 2t ~or cent of the sale price. The 
tax was repealed on Febr~/ 26, 192&, by oection 1200(a) of the 

Revenue Act or 1926. 

The tax ~~• revi ved by secti~n bo6te) of the Revenue Act of 1932, 
errective June 21, 1932, which 1m-.oses a tax on the sale by the menu­
tacturer, producer, or tcporter ot parts and accessories ror auto· 
mobile truck chassis and bodies , other automobile chassis and bodies, 
aod motorcycles. This section specifically excludes tires and inner 
tubes aa parteor acceseories, and specifically includes lrltbin such 
teno , aperk plugs , storage batteries, lea.f springs , coil• , ttmers , and 

' tire chains, whic~ are suitable tor use on or in connection with, or as 
cocponent parts of such ebassis, bodies , or motorcycles, nbether or not 
prlmBrily adapted tor such use . I t also provides that parts or 
acceaeories may be sold tax tree, under regulations prescribed by the 
Ccmniasioner with the approval or the Secretary, to menutecturers or 
producer• of such chassis , bodies , or motorcycles, who shall then be 
ocnaidered the manufacturer or the parte or accessor ies so pu.rebased. 

As originallY enacted by consre3&, section 600(c ) of the Revenuo 
Act of 1932 was to be effective during the period June 21 , 1932 to 
August 1, 1934• Section 212 of the National In4uetriol Recovery Act 
extended the expiration date to AUgUSt 1, 1931• Public Resolution 
No . 36 - 74th Co~ress (H. R. 324) extended aucb date to AugUst 1, 1937· 
Unleu further extended, thiS tax Ia automaticallY ropealed as of 

Aut;uat 1, 1937· 
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Economic basis. - Tbis tax is an excise tax ,ayeble by the manu­

facturer, producer, or importer on his sale or usa or the articles 

specified. ibis tax nffects any article , the primery uee or which i s 

to l.Jiprou, repair, replace, or sene as a CO!llponent part ot automobile 

trucks or other automobile chassis or bod.y , or motorcycles, and ~ 

article designed to be attached to or used in connection with such 

vehicle or article to add to its utility or ornamentation, as well as 

any article the primery usa or which is in connection with such vehicle 

or article whether or not essential to ite operation or use . 

Inequities. - So tar as known, no State hee imposed a tax on 

eutocobile perts and eccessorior as such although such nrticles may 

bt oubjoct to local retail selcs . . axes upon sales by dealers . 

~ith respect to the measure·ot the tax in relation to the value 

of the subjects taxed , it is apparent trom the low rete ot the tax 

that the tax is not excessive . There has been no re tardinG of trade , 

curtailment or consumption, or use ot substitutes due to the imposition 

of this tax. 

There have been no flagrant atte=pts at tax avoidance or evasion 

with respoct to this tax. A te·N manufacturers have tor many years 

been selling their products to 5elling subsidiaries at an arbitrary 

sale price, or at leas than the tair market price. In such cases , the 

Commissioner, under the authority of section 619(b)(3) of the Revenue 

~ct or 1932, has co=puted the tax on the tair market price. 

Administrative difficulties . - There is no involved Bureau pro­

cedure relative to the adm.nistration ot this tax. 'llle reeorc!B, etc . , 

r equired to be kept by the Bureau • s regulations e.re no more than those 

usually required by these taxpayers tor their own purposes . 

The chief ditticultiee encountered have been the classification ot 

certain articles which have usee tor purposes other than as parts and 

accessorioJ ot automobiles and the deterudnation or the taxability ot 

ce1•tllin articles "bleb are entirely o1• partly rebuilt tor further 

service. Tbese difficulties have been lerselY overcome by thorough 

field investigations and surveys or the industry, and by several court 

deeisiontin specific cases. 

The audit or t he r sturns or this tax requires a detailed examina­

tion ot tbe opening end closing inventories, production and cost 

recorda , uses ot tbe products by taxpayer, sales and other distri­

bution recor ds and evidence support ing claims tor exemption, rotund, 

or credit . 

No statistics are available t r am wbioh the actual cost or collect­

ing this tax may be determined, but trac the yield or revenue obtained 

and the raot that only o part ot the tine ot a t ow employoes is conswoe4 

Regraded Unclassified



1n the adm1Diatratt on thereot , 1t 1a apparent that tha cost ot col• 
lect1on 1a lower than the average . 

47 

'1\le tax106 stat ute as oow worded 11 clear and simple and since 
most ot the d1tt1cult1es have been overcome, no oh&oge 1n the law or 
the to~ used 1n connecti on t herewith 1e deened necessary . 

Substantial revenue 1a derived frcm this aouroe and it is reco,... 
mended this tax be continued. 
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TAX ON Cl!ASSIS, CABINEI'S, 'l'UB!S , REPROIU:DC IJ'diTS 
l'Ol,-ER PJ.CKS , AND FBONOCRAPH ~'ISio! SUITABLE ' 

FOll WE Til CONNECTION lii'N OR AS A PARr 01 
RACIO 1\LCEIV Ill: SET<S OR COY.BINJ.TIOll RADIO MID 

!'HOI'!OCRAPR SETS, Al:D PHONOORA.!'H RECO!UlS . 

Section 6o? of the Revenue Act or 1932· 

Yield tor the fiscal year - 19:3(> - <- ') ,0'7'\ , 270.82 
Yield tor tho fiscal year - 1937 - 5,3QO,ooo.oo Estimated 
llllmbn or taxpayer s -------------- 300 
Rete or tax - 5 per cent or manutacturer•e , · proeucer• s , or 

tmpor ter's solo price. 

Statutory baeksround . - The Federal tax on tho sale or phonograph 
recorda by the monutaeturer, producer, or i:nport er thereof ""s tir st 
i:nposed by sect ion 6oo!b) of the ReYcnue Act of 1917, ertecti•e October 4, 
1917. The tax was levied at the rate of 3 per eont of tho pri ce tor Which 
such records wore sold by tho aanutaoturer, etc. This t ax was reenacted by 
section 900(4) or the Revenue Act or 1918, effective February 2), 1919, 
witb en incr ease in the rate from 3 to 5 per cent or the price tor whi ch 
such recorda wer e sold by the manuf acturer , ate . This t ax was r epealed 
by soction l400(e) of the Revenue Act of 1921 , effective as of January l , 

1922. 

The Fodarnl t ax on the sole or uso or chassis , cabinets , tubes , 
reproducin& units, power pecks, and phonoaraph mechani sms, suitable f or 
uae in connection with or as a pert ot radio receiving sets or combine· 
tion radio and phonograph sets (including in each ease parts or acces· 
aoriea therefor eold on or in connection therewith or with the sole 
thereof) , by the manufacturer, producer, or i:nporter thereof , was ti rat 
impoaed b1 section 6o7 or the Revenue Act ot 1932, effecti ve Iune 21, 
1932, at the rate or 5 per cent ot the pri ce tor Which sold by tho menu­
tactuNr, etc. This section also i:n,oaes e tax on the sole or use of 
•records tor phonQ6rapbs" by the canutact urer, etc., at t~e rata or 
5 per cant or tbe snle price . It i8 to be noted that the t ax i8 not im­
posed on the sale or use of "complete radio receivino sets" , as such, but 

on the components specifically aaced . 

Aa originally enacted by Congress , this t ax wao to bo effective 
during the period from I une 21, 1932 to Iuly l , 1934• Section 212 or 
the National Industr ial Recovery Act axtendod th& expiration date to 
Iuly l , 1935• Public Fr.solution No. 36 - 74th Congress (F. . R. 324) 
furth&r extended such date to IulY 1 , 1937• Unless fur ther extended, 
this tax is automaticallY repealed as of Iuly l, 1937• 

Economic basis. - The tax 1s an exc1ae tux on the sol e or use or the 
products named by the manutacturor, etc ., and 1s measured by his sale price 
thereof . Tbia ' induatry gr.ow rapidlY end opreed onr practicell1 t he wbOlo 
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country wben radio recei•ing seta bee ... perfected tor use 1D tho home. 

While this tax is being paid in 3'3 or t he 64 collection district s, tho 

14rSer percentage thereof ia confined to only 20 such col lection dist r icts, 

A check or thu r eturns tiled tor one month shows that the nwoher or tex• 

payers filing retUrDS Of thi S tax is approximately JOO, 

The pr ices tor which components of radio receiving seta are aold 

depends largely upon the type or product produced, the patent rights , 

the royalties paid, supply and demand, the locality i n which sold, end 

constant changing or ~odels and types or cabinets. 

Inoguities . - There ar e no conflicting federal taxes in tbia in­

stance. Howaver, it should be noted that soce radio sots, parte or 

accessories made tor use in auto~bilea are ao constructed aa to tit 

only in par ticular :eakoa of Cllrs . Hence , such sets , otc ., being in the 

category ot autocobile accessories co~ within tbe scope of section bo&(c ) 

or the Rovenuo Act of 1932, end are taxable at the rete or 2 per ceDt or 

the cauutacturer•a sale price, instead or the 5 per cent tox upon radio 

components lcposed by section 6o7. 

It is not believed the tax has boon a serious burden OD the industry . 

The measure ot the tax in relation to the value or the subjects taxed 1s 

low. 

Att«opts to avoid or evade this tax have been li:dted to a few 

cethods or trade practiS>es, the most COIDII)OI1 beint~ that or organhing 

separately incorporated selling subsidiaries to which the manufacturing 

corporation sells its products at a fictiti ous sales price , or at l eas 

than the fair IDElrket price thereof , Tbe COilllllssioner , under the outhortt:r 

or section 61'3(b) (3) or the Revenue Act of 1932, bas determined a taxable 

sale price in such eases equivalent to that for which the product is 

ordinarily eold in the open market . 

AdministratiYe difficulties. - As this tex i s not tmpoaod on the 

solo or complete radio receiving sets , aome or tbe components specifically 

t axed, perticularl:r cabinets, are co~plete taxable articles in themselves 

when sold by the lll4llufacturer, etc. , thereof , and as sueh may not be eold 

tax tree under t be provisi ons or eection 620(1) or (2) or the Re•enue Act 

ot 1932, as 8l:l8nded, tor further manufacturing purposes . l'or that reoaon 

some difficulty boa been encountered in tlle deteiminat1on or the sale price 

or tbe •arious components, where a canutacturer sells a complete aet tor a 

flat sum, wbicb aet consists or certaiD components ~utoetured by him and 

asaocbled with components purchased rrom other manufacturers . 

Thus , in the radio industry , tbe chassia ~utecturer iG usually the 

eaa~ler or tbe complete radio receiv ing set , but almOst uniYeraoll7 he 

doea not make t he cabinets used by b!;:, The cabinets are usuall7 Jll&de by 

persons engaged in the wood-working i ndustry. Under the present lew, WbeD 

tho conutacturers or cabinets , tubes, etc . , sell their products to the 
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ehasaia manufacturer or to the assembler or radio receiving seta, they 

are compelled to pay the tax on such sales, which the ourcbaaer or the 

parts at !irst objected to, as it meant having a portion or bla working 

capital tied up in tax pri or to the time be esaemblod and sold the re­

ceiYing set . Further, the r<~ceiv1ng set manufacturer sells hia assembled 

product tor a lump sus price and , unless ba abows his custamera the sale 

price or the taxable eOClponents Which be manufactured, aa distinguished 

from those be purchased, he might be required to pay the tax on the tull 

price at which the set is sold under the principle sustained by the 

United States Court of Claiwa in the case of Brewster and eo:paoy, Inc. v 

Uoited States, 1935 C.C.n. para . 9195· The Bureau, desiring to a• oid 

duplicate taxation in the redio field, bas made exhaustive investigations 

or the bocks or radio recei vi no set aaae!llblera in order to ascertain tho 

sale price or the taxable co:~~ponents actually manufactured by such 

assemblers. This prooedure baa not bean satisfactory not only because 

it i s at variance with the decisions made by the Bureau and by the courts 

with respect to all other taxes undor Title IV, but because it is uncertain 

and shU'ts en undue burden and expense on the Governunt . Further.oore , it 

interferes with the taxpayer's usual method or keeping recorda end doing · 

busineso. 

The administrative difficulties could bo .Unil:l1zed it the t.ex were 

broadened to include complete rad.io r eceiv11!6 eats as well as the co:nponent 

perte now enumerated. nowevar , ~ttention is called to the taot tbet tbis 

.-culcl increase the tax burden on this industry since the sale price or 

complete seta is higher than or the c~pJnent parts unaase!llblecl end in­

cludes not only the coat of assembly end assembler' s profit , but also­

small parts not at present taxed when sold separately, 

The audit ot the returns or this tax reo~ui res a detailed examination 

of the openins and closing inventorieo , ·~reduction and coEt records, uses 

of tho products by taxpayer, sales end other distribution records and evi­

dence supporting cletm. ror exemption, r~tund , or credit . 

No statistics ero available ! 'rom Tlbich tbe actual cost or collecting 

this tax may be determined . Although certein problems arose i a the 

administration or tbo tax, it is believed, baaed on the adminiatrativo 

experience as a whole, tbet the collection coot is close to tba average 

cost or collecting the respective miscellaneous end sales taxes. 

The Bureau recoo:aends tho oontinuntion or reenactment or this tax. 
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TAX ON IIEX:P.AJHCAL HOUS::l!OLD TYPS R::FIUGmll TORS 

AND CERTAIN COIIPOIIEIITS THE!UX)p. 

Section 6o8 of tho Rovonuo Act of 1932. 

Yield for tho fisc~l year - 1936 - $ 7 ,939 ,063. 75 

Yiold for tho f1sed y..ar - 1937 - 8 , 200,000.00 Eati•tod 

Nlllll"t.or of ~xpayors --- - - - -------- 100 

R•to ot tax - .S per cent o!' mo.nuf.ACturor' a , producer' a or 

iaporter•s salo prico. 

S~tutory baclc,;round. . - Tho F'odo ral to.Jt on tho salo by tho IIIUIU­

facturcr , producur, or Importer or household t"JllO rotrlgol"\4tors oporatod 

td th oluctric1ty , s~s . korosono, or other ~uns , un4 tho sule or eabtnote , 

comprossora, condensers , oxpunslon units , ~bsorbora , und cont rols tor , or 

suiU.blo for uso e.a 11 po.rt of or "ollit.'l ouch hou.s<hold type rctrigo,....toro , 

oxcopt whon aold a.o eor.tponont pn.rts or complete ro!'rlgomtors or rofris,or­

u.tin& or cooling <>pporotuo , v.,s fi r st im;><>sod by section 6o8 or tho 

Revenuo Act of 1932, effective June 21 , 1932, at the rate or 5 per cent 

or the ~lo p rice. This section provides that under regulations pre­

sc ribed by the Commissioner with the Approval of the Socre~ry, oaleo of 

refri11erator coapononto •Y bo cade tax rreo lio ~:AJ>ul'lleturera or prod..eoro 

of refrigerator s or rotri&ereting "nd. coolin& apparatus. It also provld01 

that if refrigerator components a re so pu rchased unci resold by the vendee 

otherWise th&n on or in eo.nncetlon nith , or with the sale or , eoapleto 

re frit;oratoro or rofrigorot1ng or coollnt; a pparatus , .,..,ur .. cturod or pro­

du.eed by such vondoo , thon for tho purpose a or tho tax, such V6ndoo shall 

be eons1doro4 tho manur&.ot\lrer or produce r or the rotris,orator eo111pononte 

so roeold . .... . .. 
.\s originally onaetod by Con~rou , this tax was to bo offoctivo 

during tho poriod rroc Juno 21, 1932 to July 1 , 1934· Soctlon 212 of the 

li"tiono.l Induotrit.l Rocoverry Act oxtondod tho oxpl,.._ tion date to July l, 

1935. Public Resolution No . 36·74th Congro"" (H. R. 324) furthor ox­

tended such date to July 1, 1937· Unless further oxtondod , thio ~x 1o 

"utoml1t1cAlly r opot.lod as of July l , 1937· 

Econollic basi a . - Tho tax is an oxciso tux on tho salo or uso ot 

tho produ.cte na.mod by tho munuC\J.c turor , produ.eor, or laportor and ia 

mcnsurod by his aalo price thoroof. This industry hoa grown steadily 

o1nco tho porfoctlon of mocbnnict.l r ofr igoNtlon for uso in tho ho.., · 

11h1lo ~x Ia boin& paid In 34 or tho 64 collection district&, all but lo 

sull percentage or the collections are made rrocs a fow ma.nutaeturora 

loc~ted in only 12 of the collocti on di stricts . A oheck or tho returns 

filed for ono month ohowa tbat the nuabor or taxpay.ra filing returns 

on this ta.x 1o ap;~roximo. toly 100. 
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Tho prices for Which mechanical househol d typo refrl&orotors, and . 
components thereof , are sold depends larr;ely upon the typo e.r.d ,..nnor o r 
operation , tho patent r ights and royalties po.id , eupply and do..,nd , tho 
locality in Which eold and const~nt ehanr;ee in modola and types or cabi-

nets . 

Insguitios. • Tho tsx on electrical refrigerators wos carefully 
drafted to fit conditions in tho Industry and no inequities , either ~s 
to rates or application , have boon discovered. 

There have been no attempt s , ao rar •• thie Bureau is ~tY.a.re, to 

avoit or ov~de tho tax. 

Administratl ve d1ff1cul ties. - Thora is no Involved Bureau pro ­
cedurO' relutiYC to the &.dainiatra.tion or thil tax. The rt'Cords , ete. , 
required to be kept by the Bureou•s regulations oro no '"""' than those 
uoua lly roqul rod by th.eso taxpa yer s for their own purpeoos , and tbe in· 
dustry hae shown a unl~orm disposition to a bide by tho law and rcr;ulations. 

Tho audit of the returns o r this to x requi res~ detailed oxomino>tion 
or tho opening and elosing tnvontorios, production and eos~ records , uaoa 
or tbo products by taxpo.yor , sales und otbor distr ibution rocords and ovl· 
donee suppor ting cl<>ims for e xemption , refund, or crodi t. 

No at~~.tistlcs a re llVO.illl.blo f rom Vlhloh tho <>ctual cost or collecting 
thlo tax m-.y be doto rminod, but from tho ylold of rovonuo obtained nnd 
tho rol~tlv¢ •bsenco of ~dQinlotrotivo 4ifficultloa, It Is ono or tho 

moat oconomioa l t o collect . 

The taxing s ta".:1.1te as no• worded ia clear and simple a.nd no roviaion 
of the proviaions thereof" , nor or the torma u.aed in connection ther·ew1th , 

is 4eeaed necessary. 

The Bur••u. reco~nds that this tAx bo continued , either by rurther 
extension of tho expi ration date or by reenactment. 
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TAX <r.: SPORTING GOOOS , GAllES /JID PhRTS OF GAllES 

Section 6o9 of tho Revenue Act of 1932· 
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Yiold fo r the rioco.l year - 1936 - $ 5,531,122. 72 
Yield for tho risco.l year - 1937 - s .eoo,ooo.oo Est!JIIIlted 

Nwubor of taxpayers ------------- - 1,200 
Rate or t&x - 10 per eent or manuraeturor'e , prod~ccr•e , or 

importor' o sale price. 

Statutory background. - Sootion 600(r) of tho Rovonue Act of 1917 , 
offuct!vo October 4• 1917, first imposod tho Podoral tax on tho sulo by 
tho manuractur6r , produeor, or importor or tQnnts rackets . golf elubs, 
b&sob&ll bate , lacrosse sticks , belle of t.ll kinde, including bas,bo.lle, 
footballs, tonnis , golf , lacroae~ , billiards and pool balls. chess and 
checker bOolrda and pieces, d!co , ~"· and parte of &UOS · Tb<. tax 
w a lo•i' d llt tho re.ta of 3 por cent of tho pr!co for which •uch 
ut!cloe ..,.ro aold . Tb!s section apocifically exempted playing cords , 

and cbildron'• gkmes and toys. 

Sec tion 900(5) of the Revenue Act of 1918 , effective February 25 , 
1919 , rooniAOtod the tAx on tho ode of sporting goods , but enl<>rgod the 
seopo thereof to incl\ldG tennis nLCkOt3, nets, ro.cket covers etnd presses , 
skates , •nowehoes , skis, toboggnns, canoo pAddloa ~d cushions , polo mal· 
lots , bo.aobu.ll bats , g l oves , m:1sks , protectors , Ghoos ,,nd unironns, foot .. 
1>611 helmets , harness and gt>als , bookotb611 goc.ls and unHorms , golf b6ge 
~nd oluba , l ucrosse sticks , bolls or all kinds, including basebollo, foot­
balls, tennis , golf , lacrosse, billie> rd 11n<l pool b:>lls, Cishinr, rode o.nd 
reel a , billio.rd u.nd. pool tu.bles , choaa and cbec~or bo2rds nnd p1oces , dice • 
gllmoa and p~Arts of games, ond all similar a rticles co~~nly or commorcially 
known "s sporting goods, and increcuod the Nte of tax to 10 por cent of 
tho sale price . Tbis section ~lso epocific~lly exempted ?layins c~rdo 
11nd childron • s go.&es and to yo. This tox "'' Mpo.>l<>d on Ju.n..,ry 1, 1922 , 
by .. ct!on 14oo(c.) of the l\ovenuo Act of 1921. 

Tho tax on sporting goods, oto ., we. a revived bj' section 609 of the 
Revenue Act or 19.32 , effective Juno 21 , 1932 , which im;>oses t. tt.x of 
10 -pe r cent on tho sale by the manufacturer, producer , or importer of' 
tennis rackets, tennis racket frames and strin5a . nets , racket covers and 
proasoa, akA.tes , sn

0
,,shoos , slcta , toboua.na, canoe paddles . polo mallets , 

baseball ba.ta , &loves , masks, protectors , ahoo5 and unifo~s, roo~ball 
holmota , harneas and uniforms . bo.skotblll soals and uniforms, golf .. ,. 
•nd clubs , luerosse sticks , balls of t.ll kindo , including bo.sebo.lls, root­
balls , tennis , golf , }aero••• • b!lli•rd and pool balls, f ishing rodo and 
roola, b1111~rd ~~d pool tables . chose und chocko r bo~rds •nd piec•• • 
dice, gacios and p>rts of &~es , ~And all aimilur ~rticlos commonly or oom­
morei~lly known QG sporting goode. This section spoeif!c~ly exempts 

pl,.y1ng co.rds ..u>d ebildron • s g:>~~~<>a ;,nd toys • 
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AI originklly enacted bl Congress, section 609 of tho Ro•onuo 

ACt of 1932 ...,. to be effective during tho period Juno 21 , 1932 to 

July 1, 1934· Section 212 of tho Nationkl Industrial Recovery .Act 

extended tho expiration date to July I, 1935· Public Resolution 

No . 36 ·74th Congress, (H.R. 324) extended ouch date to July 1, 

1937. Unless further oxteadod , this tex is autom&tic&lly repealed 

as of July 1, 1937· 
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!l:onom!c bkais. - Thia tax 1o an oxeiso tax P"Ykblo by tho m&nu­

r..eturer, producer, or 1r:opor·tcr on his sale or use ot tbe taxable 

articlos. Tho use of sporting goods, ospecio.lly tho article a n&ud 

in tho statuto, has oxpondod to. g roat extent in tho last row yekrs 

and the tax indirectly aftocta practically all classea of ci thons. 

Tho sporting goods induatry 1s growing rapidly and tax 1s being paid 

in all but 6 of tho 64 colloction districts. A checlc of tho roturns 

for one aonth ahows that t.• o nuabor of taxpoyers filing rotorna for 

this tex is ap~roxi•atoly 1 ,200. 

Inogui tios. - 'It! th respect to e.ny oontl!ct in tho subjoct taxod, 

no doubt thoso products arc ar~ctod by some ot the oxclao taxos 1D· 

posed by tho S<~voral Stetoo . Thoro is no informAtion kvailkblo to 

show tho oxtont to -.hicb tho Steto taxoo Jill\)' conflict with tho Fodoral 

tax. No conflict exis ts botwoen tho !natant tax and other Fodorel taxes. 

With respect to the measure of tho tax i n relation to tho articles 

taxed , it baa boon contended by aomo branches of the industry, especi­

ally manufacturers of cheaply aado articles for use by childr~n a t play, 

thAt tho tax rate of 10 per cont !a practically prohibitive. Honev~ r. 

it is believed that, applied to tho industry as a wholo, tho tax in 

force la not oxcosslv~ . 

It is believed that an oconomic survey of tho industry will sbow 

that generally there has tx.un no retarding or trade , curta!l110nt of oon­

swuption , or usc of substi tutos duo to tho impoa! t !on or thi1 tax. This 

concluaion is suppor ted by the steady Y<~rly increase in tho rovonuo 

obtained rroJI this aource. It a&y bo , howovor , tha.t tho tax bas to some 

oxtont rotardod tho production of corta!n or tho cheaply modo specialt!oa 

or eh114ron•s articloa. 

there havo boen no flasr&nt &ttempts to avoid or o•ade this tsx, 

although somo confusion and objootion has boon encounte red rolattvo to 

tho taxability of articles not spoc!ricolly n~110<1 in tho law. 

Admlnistrntivo difficulties . - Thoro !a no involvod Buroau 

cuduro rolativo t;t tho adminl:;tr.ltion ot' this tax. 'I'hu rt~corda, 

roqui r od to be kopt by tho Buroau• 1 regulations are co aoro than 

uauQl ly roquirod by thoso to.xpn.yora for thoir own purposes. 

pro­
etc., 
those 
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The pr1ne1pc>l dlfflc.,lty arisoa In tho olo.aslflea t1on or to.xublo 

and nonto.xo.ble articles. Thus • queftt1 ona c.re presented as to llho the r 

certoin articles not specifically mentioned In the stat.,to, nevertholoaa, 

com within tho &eneral cl..,a1flcat1on of •apc>rtln& r;ooda ' and so o.re 

subject to tho tax. S1101l&rly , e ven u to articles apoclf1ct.lly 

~ntioned in the atctuto , q~eationa arise AI to whether pnrtlcul~r 

~rtielea, becc.uso or their li te or type or oonatruet1on, dre within 

or beyond tho scope of tho tox . 

'i'lhorovor possible. 0. line or doa~o.rcc.tlon h ... s been dro.wn between 

tho tuxublo und nonto.xnblo Articles bosod on tho site or moosuremont 

of tho p.>rtlculnr article. Under cortuln ahos , specific urtlcloa 

Gro considered Ql ~ore toy• or tmitAtions inc-pdblo ot a. use for 

s~ort . FOr exnmple , tennis rockota , bosebull bets , boaobcl l and 

foot boll ""Honu , ond pc>ol 11nd b1ll1o.rd tnbloa , vflon mo.do "ndor 

cortu1n she a oro oonsldorod r.s not '"bjoct to the to.x. This r"lo 

co.n not bo upplled In dll co.aos slnco oll of tho ortloloa spoclflod 

in the atc tute c.ro not suacoptiblo to aoc.suromont tor aucb purposo . 

&lscboll r;lovos ~ro s"ch on exception. Basoboll glovos 11re =odo In 

aooe insttlncos or cheap 1m1 tation leuther or canvas and very smAll 

in site to be sold in chain stores &t retail prices &a low as 10 cents. 

Ho..,ver, 1 t h•u been fo..nd lapossl ble to fo,.ulato a Uno of demarc<>­

tlon In such co.oe ""lch may bo applied =lfonoly. Hence, bose boll 

stoves ond other articles olm!larly cl rcwns w nced are oubjec tod to 

tho tax re;ardlesa of tho aizo , f(lt411 so.l e p1·1ce , or ma.torlala of 

W.lch ,...do . 

Tho lil.Udi t of tho return& of thll tc.x requlret a detc:Liled e»ual­

natlon of the opening ond closing inventories, production Md cost 

records, uses of tho products by ~xpo.ycr , au.los and othe r dlatrlbution 

rocords and ev14onco supporting clCLlma for oxomptlon. refund. or eredl t. 

No at"tlstles u.re avdlo.ble frol!l "blch tho a.ctual coot of collect ­

Ing this t.>x ""'Y bo doterrlllned . It Is bollovod , ho...,vor, that t.>kon 

u o. ..,ole tho cost of eolloct1J>6 this ~x 11 "bout tho gonorlll "verar;o. 

In viuw of tho subSt4nti~l ruvonuo dorlvod therefrom , lt lt rccom· 

~>Onded tht.~.t tho t:.x on sporting goods be continued • 
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T.U ON F'IREARJIS , I:IISLLS, A1lD CARTRIOOES. 

Soct1on 610 or tbo &venue Act or 1932, 
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Yiold for tho fiae .. l Y'-''" · 1936 • $ 2 , 494 ,574·54 

Yio ld for tho fisc<>l y~<l.r • 1937 • 2,700,000. 00 Eatim<ltod 

Numbor of t..xpnyu ra ···-···-····-- 100 

Rate or tax - 10 per c ent of ~:~&n\lfac turer 'a , producer's , or 

importer' e aal e price. 

Statutory background. • Section 900(10) o t tho Revenue Act of 1918, 

effective February 25, 1919, first h•poaed tho Federal tax on tho sale by 

tho ~anuracturor , producer , or importer or firearms, shells, and car­

trid.!;es , a t tho rate of 10 per cent of tho price for IIIlich sold. This 

section opoclfically oxc11pted tho eales of auch art1cloo for tho uoo of 

tho United Stt.toa , any political aubdlvlllon tho roof , tho D1otr1et of 

Columbia, or any foreign count ry ~ilc engaged against tho Corman 

OovomJIIOnt In the World il'ar. 

Section 900(7) of tho Revenue Act of 1921 , o~foctlve January l , 

1922 , reeno.ctod tho tax on tho sale of f lreanu, shells, and eartrld.!;es. 

Th lo s ection i~:~posed the tax on tho loaoe of such articles by tho _,u· 

f'lcturer, producer, or 1mportor , aa well ae on tho salo thereof. Thia 

section also redn&ctod tho exemptions on tho sale or such articles for 

the uso of the Un ited Statco, any State, Territory , or posoooalon or 
tho Unltod St~>too , o.ny poli tical subdivlolon the reof, or the Dist r ict 

of ColWIIbla. but oml t t od tho exemption gr..,tod VIi t h roapoct to salol of 

such artlclos for tho use or foro lgn countries onga~e~ agt.inat tho Gorman 

Government In tho World War . 

Tho tax • • reenacted w1 t hout c~.>.nge In 

Rovonuo ACt pf 1924, offeotlvo July 3, 1924. 

P•bruary 26, 1926, by section 1200( n) of the 

section 600( 6) of tho 
Tho tax woe repc;.aled on 
Rov~nuo .\ot of 1926. 

Tho t.tx. ..... rovlvod by ·~ction 610 or t:IO Rovonuo l.et or 1932. 

of.foctivo Juno 21, 1932 . which i Dposos a tux on tho sale of tlroarms , 

shel l &, ~nd cartri~o• by thG manu[Ucturor , producor, or importor, at 

tho ratu of 10 p<>r cent of tho prlco for r.blcb eold. Thi& section 

spoolflcally e xempts tho snlo of auch articles for tho use of the llnl ted 

Statoa , o.ny Stu to, torrl tory, or poaaossion of tho Uni tad Stotco , o.ny 

poli tical subdivision thereof, or tho District or Coluabia . Pistols knd 

rovo l vors llrc spooltlc&lly oxoludod fro11 tho provlolono of thh section • 

since they a re taxed unde r uotlon 600(2) or the Revenue Act of 1926. 

As originally enacted by Congress, •~ctlon 610 or tho RoYOnuo Act 

of 1932 ••• to be e ffective cluring tho period Juno 21, 1<)32 to July 1 • 

1934, Sect ion 212 or tho National Industrlo.l Recovery Act oxtondod tho 

oxpll't.tlon da to to July 1 , 1935. Public Resolution Mo. )6 - 7/4th Cono;r.,ao 

(II.R. 324) extended auoh date to July 1 , 1937· Unles o further oxtondecl , 

this tax Is auto .. tieelly repea led a s of July l, 1937• 
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Eeonoaic bo.ois . - tbla tax Is o.n excise tax pe.y&ble by the manu­

rt.cturer , producer , or impo rter on hls sale or uae of the articles 

ape.ci flod. Tu 1o belllfi paid In 30 o r the 64 collection districts. 

A chock of the ruturno for one aonth sho-.s that tho n1111ber of taxpo.yero 

fllll\f; re turns for thla tax 1a approxlcatoly 100. 

Inooultlos. - 'ilith rupe.ct to o.ny conflict In tho oubjocts taxed, 

no doubt those products aro indirectly a ftocted by soao of tho oxciae 

taxes imposed by the several States , but tho Stato t a xes dlrfor fro11 the 

Foderal tax in the basis for tho tax, tho me thod of computation , and the 

class of taxpo.yors affe cted. 

Thoro is no c onflict from tho s tandpoint of tho Fbdo ral tAxes . 

.thJle certain classes of flreanas are taxed under the Nationa l Pirunt.a 

Act, section 15 of that Act provides that the tax imposed by section 610 

of the Revenlle Act c f 1932 sho.ll not apply to any f'1 rearms •l"'clrlod •• 

taxable llnde r the National Flrean>a Act . Similarly , section 610 of tho 

Rovonllo Act of 1932 spe.elfleally excllldu p1stola and revolvers -.hlch 

are tAxed under section 600( 2) of tho Rovonlle Aot of 1926. 

Tbie Bllroau bas no d.ata as to mother there bas boon any rotar<lln.:; 

of trade , curtailment of conslllllptlon , or llSO or substitlltos duo to tho 

laposi tlon or this tax, except an apparent re.f uto.tlon in view of a con­

stant 1ncretr.$e in revenue recelpta:. 

Admlnistro.ti ve dl rrteul tics . - Thoro 1 s no involved Buronu pro­

cedure relCltivo to the &cb:lin1etrat1on or this tax. Tho N!Cord.a , eto.' 

required to bo kept by the Buroau•o reuulattons ~rc no ~re than thoee 

usllOllly required by those tuxp~Ayora for tho1r own pur J>Osus . 

No particular difrteultlos havo been encountered In tho adalnia­

tntlon of tnlo tax . 

The a udit of tho returns of this tax roquiros a detailed oxaai­

n\.tion or the opcnin& t,_nd clooinr.; inventories , production and cost 

recorda, uses or tho pro due ta by te.>.pe.yer , su.lo a e.nd other distri button 

recorda and evidence aupportl~ cla lc.s f o r exempt.1on, retund, or c redit. 

No at.>.t lstlcs are avallr.blo from -.hieh tho actual cost of oolleet­

lng thh tax •Y be doterainod but oinco only a part or tho t!JIIO of tho 

few employees aaalgnod to this tax Is consumed in tho adaln1stratton 

thereof, It is apparent that the cos t of colloet1on I a oxtroi!IOlY low. 

The tux1nt; s tatute as no• ..,rdod 1e olocr and s1•plo. It Is oasy 

or a.clmin1 stra ttou, and no revisions o.ro deoC~~ed neeessury. 
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TAl 0!1 C.u.EIIAS 

Section 611 of tho Rnonuo Act of 1932. 

Ylold for tho fisca l yo~r- 1936- $ 577 ,925.70 
Yield for tho fl ac~l year - 1937 - 700,000.00 Eotlmotod. 

Number of taxp~yers ----------- --- 50 
R~to of tQX - 10 per cont of mlnu n>ctur or' s sale price. 

StatutorY background. - A Fodor&} tax a t the rate of 3 per oont of 
the sale price waa firat impo&od on tho aalo of caaoras by tho monufaoturor , 
producer , or Importer under section 6oO(j) of tho Revenue Act or 1917 , 
effective October 4, 1917 . 

Section 900(7) of tho Revenue Act of 1918, effective February 25, 
1919 , continued the ta.x on cameras but extended the scope of tho tax to 
Incl ude tho loaao of c-.-ru and Increased tho rate of tax to 10 por cent 
ot tho pr1ee for wb1ch sold by tho manufacturer , producer. or 1~r~rto r . 
Tbla section &lao provided an exemption from tho tax for cameras ""15bi!IS 
over 100 pounds . 

Section 900( 4) of tho Revenue Act of 1921 , effective January 1, 1922, 
continued tho tax on camoras woi5hlnr; l oa a then 100 pounds w1 thout ch"-"50 
In rQto and in addition extended tho application of the tex to Include 

lonaoa tor such eamoras . 

Section 6o0(4) of the Revenue Act of 1924, effective July 3, 1924, 
reenacted section 900(4) of tho Rovonuo Act of 1921 without change. 

Section 1200(a) of tho Rovonuo Act of 1926, effective February 26, 

1926, repealed tho tax. 

The tax was revived by section 611 of tho Revenue Act of 1932• 
eff'ectlvo Juno 21 , 1932, un<!or 'llhlch a tax Gt tho r;,te of 10 !'&r cent 
of tho sa le prlco Is Imposed upon tho ao.lo by tho ~uracturer , producer, 
or Importer of c&JOoras (oxeept aorta l c&DOru) wol5hli\S not 010ro then 
100 po~ds , and or lenses for sueh e&&oraa. 

AI originally en~ctod by Congroaa , aeotlon 611 of the Rovonuo Act 
Of 19)2 was to be effcetlvo> dur1nj) tho Jl'lriod Juno 21 , 1932 to July 1, 
1934· S~ction 212 o f tho NQtlona l Industr i al Roeovory Act cxtondod tho 
oxplr~tion dato to July 1 , 1935· Public Roaolutlon No. 36- 74th 
Coft5rGSS (H.R. 324) oxtondvd sUCh dato to July 1 , 1937· Unloo• rurthor 
oxtondod , this ~X Ia automuttcally r~po~lod aa or July 1, 1937• 

Economic bf.s1s . - Tho t.J..x ia Q.n e xoieu tux un1 a.ff«et::: tl cornpAr4 ... 

tlvoly s..,.ll Industry. colloctlona of tho tax o.r<> rcportod in 21 of tho 
64 colloet1on diatricto . A ehc.Clc of tho rotorna for one month shOWS t ho 
nuabc.r of texp<>yor s fll11\S roturna of thll tGX Is o.pproximc.toly 50• 
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Tho us~l fact ors controllln& prices of ataplo products , suah 
•• sopply o.nd clomo.ncl, qua lity or tho prodllCt, aotbods and ch~>nnels ·· • • 
of distribution , ~nd season of tho yo~r In which aold, apply In thlo 

lnet~co. 

Inoaolties. - In tho o.bsonco of definite !nfo.,...tion o.s to unit 
s~lea prieea of ~~nuf~eturers, no oomp&r1aon c~n be ~de bGt~on tho 
t:J.X c:.nd tho w.lue or the a.rticlo t~J.xod. Howevor, considered frOII 
tho otandpoint of tho re~il price , It is boliovocl the ~x Is not 

oxc\)esive. 

An economic survey of thio Industry will most llkoly disclose 
th•t thoro h"'o boon no rot.>rdin& of tNdo nor ourt<-!l..,nt of con­

suaption duo to the imposition of tho ta.x. 

Admlnlatr-tlvo difficulties. - No appreciable d!ff!cultlos hue 
boon encounte red in the adm!nlatrotlon of thla tax. A minor question 
arose u to tho ta""bil1 ty of small , cheap, iaportod co.aeros -.lch 
sold on tho avore.£• o.t a retail price of 25 coots o&<>h , but which did 
aot..-.lly take a picture. In view of tho fact that they ,.,ro capable 
of taking a pictllrO. SllCh ca mere.s wore hold to be taxable. 

No statistics are avo.!lablo from v.llich to dotondno tho e.ctllll 
colt of collecting thi s tax. llowovor, oxporionco indicates that SllCh 

cost is extremely low. 

The &lldit of r otllrns of this tax roqoiroe o. dotailod oxomination 
ot production Md sales records, o.nd or supporting evidence relt. tive 

to olC>imo for oxe11ption , refund and crodito. 

In view of tho sllbstantial rovonllo yielded by tho tax and tho 
olapl1c1ty of Ito adminlstr:.t!on , thi s Bllrca u roco,....nds tb»t tho tax 

on ea.:ert.a bo eont1nuod. 
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TAX ON IIA TC HES 

Section 612 or the Rovonuo A<>t ol' 1932, as &.'llOndod. 

Yield !'or t he f1oca l year - 1936 - $ 1,106,359.21 

Yield for tho fi scal yea r - 1937 - 7,200 , 000 . 00 Esti.,.tod 

llwaber of taxp&yers - - ---- - ------- SO 
Rate of tax - (a) 2 <>onto a thousand . 

(b) i cent a thousand on po.por matches in books . 

(c) 5 conto a thousand on fancy llt>odon •tches, 

and mo. tchu ht.ving a atninod , dyed, or 

colored stick , or stem, packed in boxea or 

in bulle. 

Statutory background. - Tho Fede ral tax on tho •~lo or mt.tchoa by 

thet aAftUraCtUJ'Or 1 produeer, OT importer thoz-.of 1 -· rs rat imposed by 

section 612 of the Rovenue Act of 1932, of'fGetive June 21 , 1932, at the 

rato of 2 conta a thousand , except tha t in tho caso of pnpor lo&tchoa In 

boolca , tho tax shall be ~cent a thousand. Section 611 or tho Revenue 

Act of 1934, offoct!vo lla y 11 , 1934 , an;ond.od. section 612 of tho Revonuo 

.let or 1932 to !ncrGU<> tho tax fro11 2 c onts to 5 cents a thousand ln 

tho c~oe or fancy woodon mo.tchos and. ""od.on ""'tchea bo.vinll a aw.!nod, 

dyed, or colored stick or stem , 'f.tlotho r pocked. in boxes o r in bulk. 

As origina lly cno.ctod tho tux ... . to be o t feotlve clurir.s tho period 

rro" Juno 21, 1932 to July 1, l934· Secti~n 212 of tho 1\o.t!ond Industria l 

Recovery Act e xtended the expiration de. to to J uly I, 1935 . Public Resolution 

No . 36 - 74th Congroaa (I!.R . 324) utondod such d~to to J11ly 1 , 1937· Unless 

f'urther extended., this tax is •utoJ:I&tica lly r~po~lod. ""of July 1, 1937· 

Eeono11ic basis. - Tho tax is •n excise ~x poid by tho monuf~cturor , 

producer, or importer on hi:i sale or the tu.xable producte. Jo\lncy \liOodon 

=atehos . •nd matches havin& a ut~in~d , dyod , or colored atiek or atom, Are 

of tho typo of •tehea !11p0rtod froa JaJ"'n :.nd other foro1gn countries . 

The higher rote of to.x thereon d1scou• ... gea tho importation of ouch ..,tchoa , 

thorsby protecting d.omestic m<lnul'ucturera. This Ia <. ah~~blo industr y 

but Ia confined t o .. bout 15 ,.,nufo.cturera u.nd o. few importers • Ta.x Is 

being collect ed In only 21 of tt.e 64 collect ion d!otr!cto . A cheek or 

tho ro~ma for ono 100nth showa that tho nunb<>r of t&xpuyor s filing 

retums of thio t.t.x is Qpproxi .... to1y SO · 

No sta tiatics are ava1l• blo in this Bu.roau fro11 'Obich tho value of 

tho products taxed may 0.. determined , since tho tax ls Imposed on quantity 

&nd not a&les price. 

Ineaultte s. _ '.'lith respect to any con!"lict in the aub .. 1ect taxed , 

no doubt these products are indirectly affected by aoce or the exc i se 

taxoa impoaod by the sovon l Stl\too, bot tho Sta te w.xoa differed rroa 

tho Fedonl tax in t ho buaio ror tho tax , tho r.16thod. or computation, and 

the cl••• of taxpay.ra a ffected . 

' 
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In thle Instance, the re 1a no conflict fro• the at&ndpolnt ot 

l'ede,..l taxes • While the to.x is lmpoaod at v&ryin& ratu aocordin& 

to certain specified classes or typos of m&tohea 10 aa t o indicate 

a pooslble inequity, no inequity a ppa rently oxiata since tho YILryin& 

ratu wore I mposed o.t the s~estton or doMstio mo.nutl.c t urers to 

oquali•• competition. 

WI til respect to the moaeure of the t&x in relo.tion to tho Yaluo 

of tile products to.xod , In tho ~bs•noo of dofinlto lnfo~ticn as to 

aonurocturors• aollln& pricoa , no aoournte coaparlaon can be made. 

Ho,.,vor , tho illpoait.ion of tho tax h<:a not r~sultod in any inorocuo 

in pricoa to tho oonaumor. 

The experience of this Bureau ~· dlaolosod but very few oaaes 

of uttempted 4void~ee or ev~elon of tho ~x on motchea . 

Admlnlstrotivo difficulties . - Thoro is no involYed Bure~u pro­

cedure rolutive t o the ~inlstr~tion of this tox. The recorda, eto., 

raqul red to be leapt by tho Buro .. u•a ro&ul.>.tions u.ro no 111oro tru:n thoao 

uo~lly required by thoao ~xpoyors for their own purposes . 

Tho ~udi t of returns or this ~x requires tho usUAl eXAminAtion 

ot production QOd sales or other disposition records ~d vor iflolltion 

or tho evidence relied <~pon In support or cldu for exeaptlon t.nd for 

rof\lftd or orodi t. 

Whi le no statistics have been compiled to abow tho actual cost or 
colloctlon, It is apparent from tho simplicity of its administration 

~t tho cost of coll&e tin& this tax is nominal. 

It 1a recoll80nded this tax bo reenacted or the duration of tho 

present atatute be extended. 
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Section 613 of the Rne1111e Act . of 1932, 

Tax r<rp<!alod lla,y 11, 1934. 

Rate of tax- · 2 pftr cent of the aanu!acturer'•· producer'•· 

or import er ' a aa1e price. 

Statutorx back£round. - Section 900(9) of the Revenue Act ot 1918, 

affective February 25, 1919, firat i~oeed a tax on candy aold by the 

ae.nutacturer. nroducer. or importo.r . Tho tax ,. .. l ev ied at the rate of 

5 por cent of the aale p rice. Section 900(6) of the Revenue Act of 1921, 

effective .Januaey 1, 1922, reenacted the tax on candy but chaneed the 

rate of tax to 3 per cent of the aalo ~rice. Thia tax was repealed on 

.July 3 , 1924, by aoction llOO(a) of the Revenue Act of 1924, 

The tax on cand7 waa r ev ived by aoctlon 613 of the RevcnueJ~t· o! 

1932 un.ddr wh.ch aection a tax of 2 per cent wae levied on the sale ot 

candy by the lll&llutacturer. producer. or Importer . 

Ae originally enacted by Con.p-eae, oection 613 of the Revenue Act 

of 1932 waa t o be effective durinc t he period .Juno 21, 1932 to .July 1, 

1934. Section 212 of the lllltiona1 Industrial Recoveey Act extended 't!lo 

expiration dote t o .July 1, 1935. 'l'hll tnx """ renoaled, b<Movor, by 

eection 614 of the Revenue Act of 1934, effective WAy 11. 1934. 

lgonOi)lc bno1t. - Thla t ax """ an nxclae tax payable by the aenu­

facturer, " reducer, or l,..,orter of candy. The Industry io quite lnrt;o 

due t o the nature of t he Dr oduct whi ch hill n wide and oxtonahe uoe and 

Appeal . Tax waa paid In Sll of the 64 collection dletricts. 

Ro atathtice era availnblo ln ~h la Bureau fro11 "bleb the value of 

the 9roduct taxed ~ be d~t • rcinod , othor than by aoou ing thllt the 

wbol oaalo vnluo waa olcvcn t l gc• t he t ax patd . The ~rice evidently 

nrlea t o a groat extent aceordi~~.; t o nu.JllllY and ~ctDD.Dd, channcle o! \ 

dlatributton , quality of tho product, and the tcaoon of tho yoar in 

which aold. 

Incgultlc a. - With r oopoct t o any c~nfllct in tho eubJoet taxed, 

no doubt t heeo ~rodueto wer e Indirectl y attoctod by aomo of tho o~clao 

taxeo imponod by tho auvoral Statoo. Ther e ~•• no conflict, booovcr, 

frO:ll the ltandpolnt O! l'oder&l taxes. 

It l c believed t hAt an economic ourvoy of t bta induatry will show 

that scnorally thor o hAd boon no retard InC of t rado, eurtailaent of 

consumption, or uae of oubstitutoo duo t o tho Impos i tion or thla tax. 
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Admlnlstr~tlve dlfflcultleo. - Thoro was no ln•olvod Burea u pro­

cedure relative to the o.d&lninr~tlon of thls tu. Tho recorda, etc., 

required to be lcept by the Bur.,..., 'a regula tiona Wl!lrl no moro than those 

usUAlly requi rod by those taxpayers for their own p~trpooot, 

!lo ~ppreelablo dtffloultleo wore onoollntorod In tho ~lnlstratlon 

or this tax. In .. few lnotaneoa, So.M difficulty t. roso In dotonolnlnt; 

whet he r cort~ln prod~tots cons tlt11ted c andy within tho moaning of tho 

statute . In lome e~soa , it a s neceaaary to fix a. •tair •rkot priee• 

for candy so ld "t rote.ll. Th~to, u. fow ct.ndy .... nllft.Oturoro s old u.t re­

tail through th<>l r own rotl<!l stor es .md had no solo ~t wholoao.le upon 

which to !»so tho to.x. In ouch c<>soa, tho Coaaioslonor, llndor tho 

~uthorlty of ae>ctlon 6l9(b )(l) of tho Rovonuo Act of 1932, doto rmlnod 

a • fair ..,rlcot prlco• for pupoaoa or tbo t<-x. Thoro ere not """'Y 

such c~aes involved 4nd r~thor th~n dotc rmino one ro~ul~ to covor tho 

ontl ro 1Ddustry .:~.a ms dono in rospoot to st~voru.l other to.xoa bclsod 

upon u cortoln po rcontoge of t ho wbolos.>.lo pri oo , uoh c;>oo """con­

sidered ~d c>djustod on Ito own mo r lta . 

The audl t of tho rotums of thl& tax required ~ detailed o,...,l­

na tlon or tho openln;; ~d closing l nvontorloa , production and coot 

recorda . usoa of tho products by taxpayer, saloa and other dtatribution 

recorda and oYidonoo support1ll6 ol&htl ror e xemption , rorund, or credit. 

No reeo1111110nd~tlon Ia •~de vlith rospeet to tho roon~t:ment of this 

tax. 
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TA.X ON CH!:.nRO CUll 

S.otion 614 of the Revenue Aet of 19)2, 

Yield for tho fiscal yoo.r - 1936 - $807,279.40 
, Yield tor the fiscal yoar - 1937 - 6)0 ,000.00 Esti • tod 

Nwober of taxpayors - - ------------ 40 
R&te of tax - 2 por cent of mo.nurt.cturor's, producer's, or 

importer's sale price. 

Statutory back&round , - The Fedor~1 tax on tho solo of all chewing 
5ws or aubat1t~toa thorcfor by the manufacturer, producer, or importer 
• • first 1cpoa~d by section 6oO( i) of tho Revenue Act of 1917, offoctivo 
october 4, 1917, at the rato of 2 por cent of tho prico for 'lohich sold. 
Th.; tax •• reena cted 1n section <JOo( 6) of tho ReYonuo Aet of 1916, 
oftoethe Febr uary 25 , 1919, w1 th an incroaao i n tho rot<> of tax t4 
3 per cent of tho salo price. Tho tax • • repea led on JMu&ry 1, 1922, 

by aoetion 1400( .. ) of tho Rovonuo ACt of 1921. 

Tho tax WkS revived by section 614 of the Revenue Act of 1932, 
effective June 21, 1932, ,Ofhich again fixed tho rote at 2 per cent of 
tho price for Which tho chewing gum or substitute ia sold by tho manu-

t'acturor , producer , or importer. 

AI originally en~ctod by Congress, aeotion 614 of the R&venue ACt of 
1932, .,.. to be effective during tho period Juno 21, 1932 to July 1, 1934· 
Section 212 of the National Induotrio.l Rocovory Act oxtonded tho expirv.tion 
date to July l , 1935· Public Resolution No. 36 -74th Congress (H.R. 324) 
oxtendod such ~to to July 1, 1937· Unle aa further extended, this tAx ia 

&uto,...tically repealed eo of July 1. 1937 · 

Economic.~. - '!'his t.x is an oxehe tu pay. blo by the ,.anu­
h.cturer, producer, Of importer or ehowlft& &WI Oft his S&.le or \lSO thereof. 
'lhlle the product 1s widely used, tho Industry is not vory 1o.r;;e and tax 
1a being collected in only 29 of the 64 collection dUtrlct&. A check or 
the rot\lml ror one o.onth shows tbo.t tho nuabor or ta.xpa.yers t111~ retu.rn• 

of thio tax .... s o.pproxi<>at<>ly 40. 

Jnoauitiea. - \lith rospoot t4 MY conflict In the subject t.xed, 
no doubt these product& o.re Indirectly o.ffec tc<l by some of tho excite 
tAXOI imposed by tho sover&l S~tCSt but ln senor~} , tho Stnto t4XOS 
diffor from the Fodero.l tax in tho ocala for tho tax , tho method of oom­
putution , o.nd the clo.ss of taxpClye u Clffeotod. llo conflict oxisto with 

roopect t4 the f'odorol tAx. 

With roapect to tho 0\6&15\lf& or tho to.x in ro}Q.t1on to the v41UO or 
tho products taxed, in the o.bsonco of duflnito lnfornoo.tion ,.. to ""'nu­
~eturora' aolling prices , no Accurate c~pAriaon c~ bo ~do. Tho t4Xb 
r .... to la ao low th:>.t it ts not o.n Clpproc1Qble roatr.l.tnt on so.l• • · Possl ly , 
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bec&use or the low ra.te or tax, no proble:as or tax avolda.rw. or tax 
••••ion h&ve been involved. 

It ie believed that an economic survey of thia ind~tstry will show 
that generally thoro has boon no retarding of trade, curtailment of 
conalllllption , or use of s~tbsti tutu duo to tho i11podi tion of this tax • . 

Jubainlatro.t1vo dlrf!cultioa. - There 1o no involved Bureau pro­
coduro rel~tlvo to the adminiatrc.t lon of thil tc.x. Tho records , otc., 
req10lrod to be kept by tho Bureau's rogllla tlons 11ro no more than thoao 
us..ally requir ed by those taxpayers fo r their own p10rpo••• · No approoi­
ablo dlff lcllltioa wore encollfttorod In the udninletrotion of this tax. 

!be o.udi t of the retorno of thil tax roqui roo tho us.,..l exoaination 

of aaleo roeords. 

No atat1ot1cs are o.vo.1l11blo from wbioh tho actual cost of collectin& 
thla tax lillY bo determined . In view of tho e1mpl1clty of ita &dlliniatrn­

tion , tho collection c ost undoubtedly i a nogll&lble. 

Sinco tho to.x yie l ds considor<>blo rovonuo w1 th 11 ttlo diffloulty of 

collection, It is rooo~endod thc.t tho tax bo continued . 
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!1.1 011 CI!RI.U. BZVJIWIZS 

Section 615(a)(l) of the Revenue Act of 1932. 

Tnx reponlcd ~ 11, 1934. 

Statutory background. - Section 31G(b) of the Revonuo Act of 1917 

effective October 4, 1917, firot impo1ed a tax of 1 cont a ~lon on ' 

carbonated boveracea (including ~rbooeted coraal bevorngea) conutaotur ed 

and aold by tho manufo.cturer, producer , or laportor of the carbonic acid 

g$1 used in the c>rbonotion t her eof. Thia tnx voa r epealed aa of Febru­

ary 25, 1919. by eoetion l 400(a) of tho Revenue Act of 1918. 

Section 628(a) of tho Rovenuo Act of 1918, o!f octivo Februory 25, 

1919, i opoeed a tax a t tho r nto of 15 per cent of tho price for which 

aold on all bovor acea derived 11holly or in part from cercnla or aubatl­

tuteo thorofor, and contnining lees than one-baJf of l per cont of al­

cohol, aold by the manufactur er, producer, or l oportor, in bottles or 

c1oaod containers . 'l'hlo tax trM r<>pe~led aa of Jno~ l, 1922, by lec­

tion 1400(n) of the Rovenuo Act of 1921. 

Soction 602(a) of t ho Revonuo Act of 1921, offoctivo January 1, 

1922, iopo1ed a tnx at tho n-te of 2 cent1 a ~llon on all bGYera&el 

derived trholly or in pert froc ceroal1 or aubat itutel t herefor, con­

taining leiS than ono-halt of ono per cent of nlcobol by volune, I01d 

by the canutncturar, ,roducer, or loportor. Tbla tax W31 r epealed 

no of Juno 2, 1924, by aection 1100(a) of the Rovonuo Act of 1924. 

Section 903 of tho Revenue Act of 1926, effective Pobruary 26,1926, 

ioposed n tax at t bo r ate of one-tenth of l cont a ~llon on all bevor­

agel dorlvod vbcll;y or in p~rt froo corenls or aubstltutoe t her ef or, 

o.nd containing leu than one-haJf of or.o per cantua of aJcohol by volume , 

aold by the onoufncturer, producor, or lmportor. This tax ron>ined In 

effect until ito repen1 on June 28, 1928, by ooctlon 453 of the Bovenue 

Act of 1928. 

Soction 6l5(n)(l) of the Rovonuo Act of 193?. , effective Juno 21 , 

1932, iupoood o tax at tho r ate of l t cent• a gnllon on nll bovorago1 

derived wholly or in part fron corenl1 or eubatltutea therofor, contain­

Ing le11 tbnn ono-hnlf of 1 per cantua of alcohol by voluae , 1old by tho 

C3UU!ncturor, producer , or l mportor . 

A1 originally enoctod by Congl"OIB , aectlon 615(a)(l) of the ReYom.ta 

Act of 1932 waa to be offoctive durlnl tho period Juno 21, 1932 to July 

1, 1934. Sec tion 212 of tho Uationn1 Industrial Recovery Act extended 

the expiration dato t o July 1 , 1935. However , 1oction 601 of t he Revenue 

Act of 1934 repealed tbil tax, offoctlve WAy 11, 1934. 
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FJ::onomie basis . ... 1bis ta.x MS an exolee tax on beverll.£eS known. 
coamonly AS •near-beer• and was paid by the .-n~facturer , producer , or 
lsportor , on his sale or use of such products . Tho Industry, >bile 
co~pArltivoly smAll , Included a number of amlll bottling concerns 
throughout tho countr y c.nd tc.x ,..,. pnicl in c.ll but 9 of tho 64 
collection districts . Production and receipts fell off rapidly artor 

tho repeal or tho Eishteonth Ar.endmont. 

Inoguitioa. - With r espect to o.ny conflict in tho subjoct taxed, 
no doubt thoao products ,;ere indirect! y a ffected by aoJoe of the excise 
toxoa impoaod by t he several St.o.tos , but tho Stato taxes dl fforod from 
tho Federal tax in tho b<>.sla for tho to.x, tho lOOthod of computation , 

and tho cla.ss or. tc.xpo.yers .. rreeted. 

A conniet in Federal taxes qt.y hue ronl ted by reason of tho 
taxes on beer, etc., and the U.xea on certain constituent pe..rta or 
cereal boverstea !~posed ~~der subaoctlona of section 615 or the 
Revenue Act of 1932 . However , the adainiatrative provisions or tbo 
statuto ""ro dosi6Jled to prevent double taxation \ohen complied with . 

With respect to the ~easure of the tax in relation to the value 
of the products taxed , in tho absence of definite inrormation ~• to 
me.nuracturora 1 selling prices , no o.ecurato COIS~p& rlaon can be made . 
Tho rate or tax . .... low and hence tho tax .... y not be regarded •• 

h~v1ng been exce&sive . 

Administrative dirfieulti~o . - Thoro was no invol ved Burcku pro­
cedure relative to the adm1ni stMLtion or thia tax. The records , etc .• 
Jlequirod to be kept by tho Burea.u's ros1.1lationa were no ztore than those 
usua lly required by these taxpaye r s ror their own purposes . 

Tho audit. or tho records ol' a taxpayor in thlt lr.dustr;- required 

the uaual ver1t1eat1on of pro~uction and 1alcs record, . 

No atatioties are available fro• Which tho actual cost or colloct­
!n& thlo tax .... y be dotorulnod bnt ainoo only a part or tho tl•• or the 

row employoea asslped to this tax ma cor.awrAd in the a.dm1n1strat1on 
thoroor , it is apparent that tho cost or colloction was extremely low. 

Thie tax """ r epealed orfect1vo lltoy 10, 1934 • o.nd no roco..,..ndat1on 

is 111ado 'W1 tb roapoet t o 1 ts roonactmont. 
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Section 615(n)(2) of tho Bevonuo Act of 1932, 

Tax rapeulod ~ 11 , 1934. 

68 

St atut ory background. - Section 313(n) of tho Bevenuo Act of 191? 
offoctivo October 4, 191?, f1rat 1~oecd a tax on all propnred syrups ' 
nnd oxtrncta , Including grape products felling wi thin thnt eotogory , (in­
tondod f or uao in the canufacturo ~r production of bovcrngoa, cocoonly 
known na aoft dri~~s. by sodA fountnino , bottling oatabliahocnts, nnd 
other oiD11nr places) sold by the nnnufncturcr , producer, or inportcr 
thereof, if so aold for not &ere than $1. 30 per ~lon, tax of 5 canto 
per cnllon; if eo anld for 1:10r• t btul $1.30 dnd not oore then $2.00 par 
pllon, to.X of 8 cents per gallon; if oo oold for ®re than $2.00 nnd 
not aer o than $3.00 per gpllon, n t&x of 10 conto per g~llon; If so oold 
for ooro t hM $3.00 end not oore thM $4.00 por gallon, a tu of 15 cento 
por go1lon; end if eo sold for core thnn $4.00 p3r pllon, 4 tnx of 20 

centa per ~llon. 

Section 313(b) of tho Bcvenuo Act of 191? impoaod n tAX nt the rote 
of 1 cent o gall on on ell unfernontod grnpo Julco aold by tho cnnu!octuror, 
producer, or lnporter in bottloa or othor closed contninora . 

Theee tuxes were r epealed na of J'ebruo.ry 25 , 1919, by s ection 140C(a) 

of tho Ravonuo Act of 1918. 

Section 628{a) of tho Bcvonuo Act of 1918, effective Februnry 25, 
1919, ro•n8Cted tho t.'\x on ,_n unfornontod grnpc Julco sold by t!lo mnu­
tacturor, producer, or i eportor tn bottle• or otbor cloaed eontalnera , 
but chr~sod tho rAte of tax to 10 per cant of tho pr ice f or which tho 
proW.ct wna sold, Thia tax ronAi nod in effoet until ita r opcnl on Jan­
Udry 1 , 1922, by sect10" 1400(a) of tho Bevcnuo Act of 1921. 

\ 

Section 602(b) of the Revenue Act of 1921 , affective J~ 1, 
1922, inpoeod a tax of 2 canto per ~llon on oll unforaonted frui t 
Jul eoa , ln natural or slightly concentrnto4 !om, or such fruit julcao 
to which s~r hod been added (no dlotingulahod rroo finished or foun­
tain oyrupo) , lntondcd f or conoun9tlon ao bovorngoa vith t!le nddltlon 
of "Mer or water Md sue>r, nnd •m' all 1o!tnt1ona o! such fruit Juleeo, 
sold by tho oanufacturor, producer, or l~ortor. This tRX ~n• r opoolod 
on June 2,1924, by section llOC(n) of tho Revenue Act of 1924. 

Section 615(a){2) of the Bevonuo Aet of 1932, offoctlve Juno 21 , 
1932, ictpoood a tax at tho rate of 5 eontl n gn11on on unfermented grape 
jUice, in natural or concentrated foro (\lbether or not augtlr b8d been 
nddod) , containing 35 por centUD or loll of ougnr by woigbt, ool d by 

tb• aonu!ncturer, producer, or t~rter. 
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At orisinnl1y ~~tod by Congrcoa, ecetion 615(n)(2) o! the Rcvcnuo 
Act of 1932 wna to be ef!cctiv• during t~o poriod Juno 21 1932 t o July 1 
1934. S~ction 212 of the Notional Induatrin1 Rocovery Act extended tho ' 
oxpl rnt i on data t o July l , 193~. However , aection 601 of tbe Rovcnuo Act 
of 1934 r cpenlcd thio tnx, a ffective Mo¥ 11 , 1934. 

ltconooic bush. - This t nx r~na o.n c:tc i oc to.x o.nd wns \)l>id by the 
uanufncturer, producer , or i"'9nt•tor on hit aU.o of tho tnx.•.blo product . 
Thil industry, "hilc cocpt'.rntivoly aooll, onbrneed a nuober of sr.~.~ll 
concern• aC4ttorod over the en~iro country , o.nd tax ~•• paid ln nll but 
6 of the 64 collect i on diatrlcta. 

No atntlatieo a re available in thi• Eureou !roo •aieh tho vnlue of 
the product• tnxqd c.~ be detcrnln~. Tho pr ieo cvl~cntly varied to a 
Cl'OM extent according to auppl;t "'td d<~JW~d, channels "'f diatributlon, 
quAlity of tho pr oduct, o.nd scna'ln of t~o yGnr in • bleb sold. 

I nogu l tlea . - with r espect to nay conflict ln tho aubjoct truted ,no 
doubt thoae products ~ore indirectly affected by co~ of the cxcioe taxoa 
l~oaod by the severn! S~.toe , but tho Stnte tnxoa diffore~ froo t ho 
Poderol tnx in the bo.sio f or the tnx , t hr nothod of cnnput<ltion , Md 
tho elnaa of tnxp~ors nffoctod. 

So::~o conflict "lth respect to i'odornl ta.xoa My h..wo rooultod by 

r onaon of tho taxoo lcpoaed on diutillod apl r its nnd liquors ond tho 
tnxos inpoaod under section 60l(e)(3) nnd the other auoaect1ons of sec­
tion 615 of tho Revenue Act of 1932 on coMtituenta of soft drl O:<o. 

l ith roapect to tho ocesuro of tho tex in re1~tion to tho vnlue of 
tho product• tAXed, in the nbaoneo of dofinito lnfornntic~ no t o canu­
facturer1a telling price&, no oecur"'\t.O Cl'opt'rla?n eM be gr.de. 

The goth?d& nf to.x G.v,ld."\nCe or cvf',aton \:cro cmU ined in tb la ln­
atnneo to tho keeplng of i naufficlent r ecorda for tax purposea . 

Mninistrntive difflcultleo. - Thoro""' no involved :ilur.,au pro­
cedur~ rol Attvo t~ tho ~ntstr~ttnn ~f thi• tnx. The rec~rda, etc., 
required to be kept by the Eure,.u•a rc&Ulnt i ona wore M QOrc tho.n t hoao 
uauolly required by these tAxp~ora t or thoi r own purp~••• · 

llo o.ppreclable difficultlol wore oncountcrod in the ndr.dnta t rntlnn 
of this tv~ , except in doterminlng t he ousnr oontont by wei ght of onoe 
of tho products , rmd in di stlnguhhing bct·.;oOA vhrt \8 cor:L"lerci"!ly 
known M ·gropo Juice o.nd similar pr oducta l<no<m "" "Jelly atocl< and 
"gro.po J:JUtt• . '!'be audit of r eturn• in thil in&tonee r equired tho uoua1 

oxaoi nntion of production ~~d solo• r oeordo . 
Ho a tnt iotic• oro avn1 l nblo free Which tho aetunl cost , f collect­

ing thio tax ooy be detorcinod but tho coot wna ln line .ttb tho avorage 

Regraded Unclassified



70 

coat of colloct1n& the roapoct1ve a1aoellaneouo an4 oxc1ao toxoa. 

Tho tox •• ropolllo4 offoot1vo May 10, 1934, an4 1ta rocmact­
mont 1a not rooomDOndo4. 
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B Z'I'E!IAG !S. 

Section 615(c) (3) of tho Rovonue Act of 1932. 

Tax repo~1cd Uo¥ 11, 1934. 
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Statutory bncltground. - Sectlan 313(b) of the Revenue Act of 1917 
effective October 4, 1917, inpoaod n tax nt tho r~te of 1 cent a galla~ 
on ell unferoented grape juico, containing leas than ano-hnlf of 1 per 
cent of alcohol, sold ~ the ~ufncturer , pr,ducor , nr inpnrtor thareo!, 
in bottloe ' r other closed containera, nnd on enrbonnted bevoragoa, r.anu­
facturod nnd sold by tho ganufncturor, producar, or i09ortor of the cer­
bonlc ncld gns In the earbonatinn t hereof. This tax ~• ropeo~ed na cf 
Februnry 25 , 1919, by section l400(n) o! the Revenue Act of 1918. 

Section 628(e.) of the Revenue Act nf 1918, effective February 25, 
1919, lopoacd upon all btYer~g~• deri ved wholly or in part f~n cereala 
or aubotltutce therefor, end c ' ntn ining l eas than one-half of one par 
eentuc of alcohol, s~ld by the oonu!aet~rer, producer, ~r icp~rt~r, in 
bott~oa or other closed c'~tcinert , n tAX equivalent to 15 per contUD 
of tho price for ~hich so s old; and u~on all unfor~er.tcd grape julco, 
ginger ale , r oot beer , snrst>.pnrillc, pop, nrttflclal nlnernl >11>tera 
(ct>.rbonntOdo r n~t carbonated) , ~thor cnrbonntod qnter s or beverages, 
and other soft drlr~s . sold by tho onnufccturor , producer, ~r ioportor , 
In bottlos or other closed containers, n tnx oquivt>.lent to 10 per cent= 
of tho pr1co f or nhich so sold. Thoso tnxea continued in effect until 
their ropcnl on Jonunry 1,1922, by section 1400(a) of the Revenue Act 
at 1921. 

Section 602(b) of the Revenue Act of 1921, offoctive January 1 ,1922 , 
icpoeed n tax ~f 2 cents per gallon upon all untoraented fruit juicca, In 
naturAl or allghtly concentrnted for.> ?r auch fruit Juices t o whicb au&ar 
ba4 been ndded (as diatln~le~ed tron flnlehod or fountain sirups), In­
tended f or consucption aa bcv~rageo with t ho ftdditlon of wnter or water 
end susnr, and upon all 1~1tatlons or ~"¥ such fruit Juices, and upon all 
cnrbonnted bcverag~s. e~a-~nly kn~wn na •~ft drlnks (except th~se doa­
crlbed In aublivlsion (n) of thia oection, ~r cereal bever~es), canu­
!aetured. coopounded. or olxed b7 tho ueo of c~Gccntr~to, caaonco. ~ r ox­
trnet inetee.d oft>. finished or fountain alrup, aold by the onnufaeturor , 
produ~er, or icporter. Tbia tax wao repoolod ?n Juno 2 , 1924, by section 
llOO(a) of the Revenue Act of 1924. 

Soctlon 615(a)(3) of the Revunuo Act of 1932, effective Juno 21 ,1932, 
l opoood 6 tax of 2 cants per ;allan on all unferoontcd fruit juice• (ox­
capt &rape juice which wna taxed eepnrately under subdivision (a)(2) of 
thla occtlon) In natural or alightly coneontratcd f~rn, or such 
fruit Julcoa to which au~r had boen Qdded (na diatln~JJohed frno 
!lnithed or fountain syrups), i ntended !~r eona~tion cs bever&goa 
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wlth the &ddlt\~n of water or vntor nnd ·~· nnd U?On all i~itutlona 
of any ouch fruit juices, nr.d upon all c~rbonated beverage&, concnnly 
known at soft Jrlnks (excopt tboao doacrlbod in ~ar~grnph (l) of thl a 
aoctton , or cereal beverc.gea), ca.nu!r.cturod. , C!)D;1oundod, •)f uixed b)' 
tho uao nf concentrate , eaecnco, or oxtrnet , inatend of a finiahcd or 
fountnln ayrup , sol d by tho mnnufncturor , pr<>ducor, or l1:1pnr tor, 

.\a c rlt;lnnlly eMoted by CloDGJ'OII , eoctlon 615(a) (3) of tho Revonuo 
Act of 1932, wna to be effective during tho porlod June 21, 1932 to 
July l, 1934. S"ction 212 of tho Nntlnr.t\1 Industrlnl Rec~very Act ox­
tended the cxplrntion dnte t o July l, 1935. Kor.ovor , section 601 of tho 
Rovonue Act of 1934 re~ealod tbia tnx, effective Na¥ 11 , 1934. 

lcnnotlic basis. - 'l'hla tax """ 311 exclae tax and was -pnid by tho 
aonu!oc~urer, prodUcer, or l~rtor, ~n h1a aala ~ruse of tho taxoblo 
products . Although eo::>parntlvcly al'ltlll, the lnduotry ~::tbrllccd n nuaber 
of ecall cnncorna scattered ovor tho ontlro country, lind tNt wAa ,aid in 
every one ~f tbe 64 col loctlon diatricta . 

No etntlatics 3re nvallablo In thla Bureau froo which the value of 
tho pr '>ducte t n:rcl;av be dotorclnod . 

I noguit l oa . - With r ospoct t o any conflict In the subJect t~xod, 
n~ doubt these 9r oducto uere !nd! roetly Affected by sone ~f tho exclao 
tAXes lr.rp~oed by the aovaral Stl\to•, but the State t axes difforod f r on 
tho Fe4oral tax in tho basta for tho tnx, tho oothod ~f conputat!on,ond 
the claoa of tnxpayors affected. 

A conflict til tb r espect to Fodornl t::>xos Dll'/ have resulted due to 
tho taxoe on certain ennatltuont porto nf •~ft drinks lO?Died under 
otbor eubacct!ona Qf oectlon 615 of th• Rovenuo Act nf 1932, but the 
adD!nlstrative pr~v!slnna of tho atat~tc vore deelgncd to pr event 
double t aXRtlon ~hen cor.rplled "ith. 

Wi t h r capect t o the gcaeuro of tho tnx in relntl~n to the value of 
tho product• tnxed , ln tho abconce of doflnlto lnforcntion aa to aanu­
fneturor ' a eollinb prices, n~ nceuruto c~cpArls~n can be r~do. 

The ttath,da r:Jf to.x nvo1dMco or eYaelon weru confined to thla 
instonco t o tho koeptng of i neuf!leient r ecorda for tnx purposes . 

Adcinietratlve difflcultloo, - Thoro woo no lnvelvod Bureau pro­
cedure r olntlvo to tbe adl:l!nlatrotlon •>f th\8 tax. The •·ec••rda , otc ., 
roqulrod t? be kept by tho Bureou'• ro~latlons flare no oer o thnn tboao 
uaunlly required by thoso taxpayer• f or their ovn purpoaea. 

The audit of tho r ocordo ~f a taxpe¥or In this industry roqulr od 
an oxaJ:llnntl~n of production and saloa recorda. 
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No a~tlatloa ~re ~v~ll~bla tro• >hlcb tbo ~otwol cost of 
coll~otlnt; thla tnx ""Y bo dotor~~lnod 'but tbe oollootlon nocoas1to.to4 
mony 1nvoat1&ut1ona of num.roua aaoll producora ao th~t tho colloctlon 
coat ~ppo~ra to b"vo boon rol~tlvuly h1&h· 

Tho ruun..,.otrnont or th1a to.x 1a not r...oo1111110ndod by thla Buro~u. 
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Section 615(n)(4) of tho Rovonue Act ot 1932. 

'l'o.x r cpol\lod !ley 11, 1934, 
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Stntuton 'bncltgr(IUnd, - Section 313(1>) of tho Rovonuo Act of 1917 
otroet 1vo October 4, 1917, f1rot imposed o tnx ot the rnte of 1 eont 0 ' 

aallon on o.ll unfermented sropo ju1co a old by tho manufncturor. pro­
ducor, or inport cr, in 'bottle• or other closed eontoiner a, Thh tru '"" 
repoolod na of Fo'brunry 25, 1919, by ooet1on 1400(n) of the Revenue Act 
of 1918. 

Section 628(n) of the P.evonuo Act of 1918, af fective February 25, 
1919, roonneted t~e tnx on ell untcrcentod srnpo juice sold by tho mcnu­
toeturor, producer, or 1eportor in bottlco or other closed conta1noro, but 
ehnn&Od tho rnto of tnx to 10 por cent of tho price for lthlch sold. 'l'bio 
tax rei>Binod in effect udU ropel\lod on JtulW\ry 1, 1922, b)' section 1400 
(n) of the Revenue Act of 1921. 

Section 602(b) of tho Rovonuo Act of 1921, effective Jcnunry l, 
1922, imposed ~ t nx of 2 conts por g&llon on nll untoroentcd fruit juieeo, 
in Mturol or sli.,t>tly cMcontrr.tod for,, or ouch fruit juices to vhlch 
auger hod been cdded {ns di•tinguiahcd from finished or fountain oyrupo) , 
intended for consunption no bovorngoo with tho addition of nntcr or enter 
nnd s~r, nnd upon nll imitntiono of nny such fruit Juicoe , sold 'by the 
monutoeturer. producer, or 1mportor. 

Section 602(c) of tho Revenue Act of 1921 wno the firot to impoao n 
tnx on nll still drinko, a. ouch, contrtnina leta tbnn ono-hnlf of l par 
contu. ot alcohol by volume, intonded tor consumption as 'bovorogoo in tho 
fora in which sold {except nntural or nrtificiol ainerol and t n'ble wntera 
c.N1 i.l>i totitma thereof, and pure Qpplc eider) , a old by tho !:IMuf:\cturor, 
producer, or ioporter. Tl-.ia tnx ""' Ukewlao levied nt tho rdte of 2 

conta por gpllon. 

H h to 'be noted such oection 602(c) apccif1col11 excluded nnturnl 
or artificinl l>incrnl ond tnblo vo.tora nnd ialtntioos thereof, and pure 
apple cider. Nnturnl or ortltlcinl 11inurol nne td'blo ~rntora. and nll 
imitations thereof, ~oro taxed under aoction 602(4) ot tho Revenue Act 

ot 1921 . 

Tho tnxoa ioposed undo>· aootlona 602( b) Md 602( c) of tho Rcvonuo 
Act of 1921 t1orc rcpcnlod on Juno 2, 1924, by section llOO(n) of tho 

Rovonuo Act of 1924. 

Section 615(o){4) of tho Rovonuo Act ot 1~32. affecti ve Juno 21, 
1932, iapoaod 

0 
tnx of 2 ecnto p>r ,n11on on nll atill drinka (oxcopt 

Ullpo Juice), containing leoa than ono-hnlf of 1 per centum of nlcohol 
b7 volwoo, intended tor conaU'lJ)t1on na beverages in the fora in vhi~ 
a old (except notural or ort1!1cinl oinorol and to'b1e Btoro nnd loi t. t1o1>1 
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It ie to be noted that section 615(a)(4) opecifieally excluded 
erape Juice, natural and ar tif\ciol mineral and table waters and 
imitation• thereof , and pure apple cider , Ora~ juice and mineral 
and table waters were taxed under eeetiona 6l5{a)(2) and (5), 
reapeetively, of the Revenue Act of 1932. 

Aa originally enacted by Consreaa, aeetion 615(a)(4) of the 
Revtnuo Act of 1932 was to be effective during the period June 21, 
1932 to July l, 1934. Section 212 of tho National Industrial Re~very 
Act extended tho expiration date to July 1, 1935. However, section 601 
of the Revenue Act of 1934 repooled thla tax, effective 11aJ7 11, 1934, 

J!eono!!!1c bash. - This tax .,.. an exche tax pe,yable by the ..aJ:U­

faeturer. producer, or importer thereof, on h11 a ole or use of the tax­
able products . 'l'bie industry, while eo01parat1.,.ly e:all, e01braced a 
larp number of sCISJ.l ~ncerne ocattered tbr<n:i;llout the country, and tax 
was pnid in all but one of the 64 collection d1atricte . 

No etatiotics are available in thie Burenu from which the value or 
tho products taxed may be determined. 

Inequities. - With respect to anf conflict in the subJect taxed, 
no doubt theae products were indirectly o!focted by some of the excise 
taxoa 1mpoaod by the several Stnteo, but tho State taxes differed from 
tho Fodorol tax in tho beals for the tax, the method of computation, and 
tho elaaa of taxpayers affected, 

Some conflict with respect t o Foderal taxee D8lf have rsoultcd by 
reaoon ot the taxes inposed under other auboectiono of 615 of the 
Revenue Act of 1932, but the adminiatrative provi sions of the statute 
wore deeisned to prevent double taxation whon coaplied with. 

'fi tb respect to the meaeure of tho tax in relation to the value of 
tho products t axed, in the absence of detinHe information as to ID&liU­

facturor ' • oelllng prices, no accurato co.,pnrhon can be made. Tho tax 
was imposed at the rate of 2 eonts per ~lon, and 21 aix- ounce glaaaoa 
may be obtained from each gallon, tho usual rotell price being 5 centa 
por glasa. Hence , i t is believed that tho tax had no appr eciable effect 

on eo.lea, 

The methode of tax avoidance and evnaion wero confined in thia in­
stance to the keeping of inoufflciont rooordo for tax purposes , which 
1a t o be expected of any tax iiO])Oted primarily on rotail otoros and soda 

fountain•. 
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Administrative dif£1cultios. - The tax WlS troublesomo to dotor­
lline and. collect. The d.if£1culti•: s oncountert d in tho aclllllnlstration 
of this to.x ""'re ind.Hforonco on tho part or tazpayurs and tho ta1lur• 
to kocp propor ~cord.a . 

Tho audit of tho records or a taxpayor in this industry roquirod 
a simple audit or the sales or other distribution record•, or In tho 
abaence or eales records, an eatlmato baaed on materials ueed. 

While no statistics aro avo.ilablo rro11 ,.,lch the actual coat of 
oollectln& this tax J:AY be dotorminod, it is boliovod that the col­
lection ooot w&S rolatlvoly hl&h· 

Tho rconaotmont or this tax 11 not roco...,ndod by tbls Bureau. 
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'l'.U ON N.l1't11W. OR .lRl'Il'I CU.L llllm!AL OR UBLI I ADRS 
.AND ALL II!IU'liOHS '1'I!IDOJ', ' 

Sect i on 615(a)(5) of the Revenue Act of 1932. 

'l'u repealed llay ll, 1934, 
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St atutoq backt;!'!?und. - Sect!. on 313(b) of the llevenue Act f 191? 
effective Oct ober 4, 1917, firet iapoaed a tax at the rate of o~e cant'a 
gallon on artificial ainernl watero (not carbonated) aold by D&DU!acturer 
producer, or iaporter theroof In bottles or other closed contal nera aud ' 

on other carbonated waters manufactured and sold by the <anutacture~. 
producer, or importer of the carbonic acid gaa uaed in t he carbonation 
thereof . 

Section 313(c) of the Revenue J.ct of 1917 !!rot Imposed" tax of 
one cent per gallon on ell natural alneral watero or table watero sold 

by the producer, bottler , or importer thereof in bottles or other closed 
contalnera at over 10 cents per callon. 

These taxes were ropealed on February 25, 1919, by section 1400(a) 
of the Bovenuo Act of 1918. 

Section 628(a) of the Revonue Act of 1918, effective February 25, 
1919, Imposed on artificial mineral waters (enrbonated or not carbonated) 
and other carbonated wctere sold by tho manufacturer, producer , or Im­
porter thereof in hottlos or othor closed contalnora , a tax at the rato 
of 10 per cont of tho prlco f or which sold. 

Section 628(b) of the Revonuo J.ct of 1918 reenacted tho tu on 
natural or artificial .. tnernl and table trater sold for 110re thon 10 cents 
a gallon by tho mnnuto.cturer , produeor, or importer t boreot , but increased 

t ho roto of t ax to 2 coots a gn1lon. 

'l'hoae taxes romolned in effect until their ropncl on Jonuory l, 1922, 

by oeotion 1400(a) of tho Rovenuc J.ct of 1921 . 

Section 602(d) of tho Revenue Act of 1921. ortoctlve January 1. 1922, 
i mpoeod a taJC of 2 conta per gnllon on ell ooturol or artificial ainoral 
wnt ero or tnble wntore, Tlhotbor ot\rboootod or not, nnd all ia1tt•t1ons 
thereof, aold by tho producer, bott1or , or !aportor t hereof In bottloa 
or other closed eonteinora nt more thP~ 12~ conts n gr~lon . Thio t ax wns 
rcpnclod na of Juno 2, 1924, by ooetion llOO(o) or the Rovonuo J.ct of 1924, 

Section 615(n)(&) of tho Rovenuo J.ct of 1932, otfectivo June 21. 
1932, reonocted tho t r..x on nc.turr.l or r.rtiflc iel ainoral nnd tnb1o r..tore, 
ond t\ll lmitr,tlone thereof, subject to tho Bt'.JDO conditions tiDd nt tho Bl'.IIC 

rnto of tnx na previously impoaod by soctl on 602(d) of the Rovonuo J.ct of 

1921. 
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Ao originrl1y enocted b1 Concroaa, section 615(o)(S) of tho Bcvonuo 
/~t of 1932 wr~ to bo effective during the period Juno 21, 1932 to July 1, 
1934. Section 212 of the Notionol Industriol Recovery Act oxtor.dod the 
oxpiro.tion dD.to to July 1, 1935. llowovor , aect1on 601 of tho Revenue Act 
ot 1934 ropenlcd thio tax, oftoct1vo IL~ 11, 1934. 

lconooic b;:lob. - The tox """ on oxeiec tax N>d '""" pnid by tho 
DNiuft.:turcr, producer , or importor on his aolo of tho tlllll\ll1o products, 
Tho induotry , wb11o cooporntivo1y eonll, cabroeod n number of ona11 eon­
carne scnttorod ovor tho ontiro country and tax '"'" p<"id in every one 
of tho 64 col 1oction diatricta. 

No st=.t1stica cu-e nv:-.11nl>1o in this :Bureau frO::> "hich tho vnluo of 
tho products tc.xo~ DD1f bo dotomincd dneo tbc tnx vc..s besed on vohme 

rnthor thon aclo price. 

Inoguit ioe. - With respect to any co~flict in the oubjoct t~cd, 
no doubt thoso product& rtOr o indirectly offoct od by soiUO of tho oxcieo 
tnxoe 1cposed by the aovoral Stntco, but tho Stoto tnxcs difforod froa 
tho J'edcrol true in tho b=ia for tho tc.x, the ncthod of coo:rputl\tion, ruui 

tho clnes of to.xpo;ycro n!fectod. Tho tax did not conflict with ozq other 

J'oder ol ti\X, 

With respect to tho me"sUl·o of tho t ox in rol~>Hon to tho vl\luo of 
tho product s toxod, in tho abaonc~ of dcfinito information na to manu­
racturoro' selling prices , no ncouroto compnriaon •~~ bo modo. It ia 
believed, however, froc tho ratuil prices of eucb products, tho tnx""" 
not oxeceaivo , nnd 1Dpoecd no npprocieblo burden OJ> the 1nduetry. 

AdginhtroUvo O.ifficultiuo. - Thoro "'" no involved :Buronu pro­
coduro relntive t o the ndoinietrotion of tho tax . The recorda, otc. , 
roquirod to be kept by the »uronu'o rcgulotionc wore no cora than thoac 
uauclly required by those taxp~ora for thnir own purpoaoa. 

No epprocieblo diff1cul tico wore cncountorcd in the rdainhtrotion 

of this true. 

Tbe audit of tho recorda of n tnxp~cr in this industry required n 

vorificotion of tho volume oold. 

No etotiet ico nro o~r~lnblo ~roc which tho ~tul\1 coat ot collecting 
thia true QOY bo dotoralncd but the coat in t hlo inatnnce v~ rolotivoly 

nomilllll. 

Tho tnx hnVing bocn ropeolod, no recoomendotion 1a Mdo with reepoct 

to ito raonnetmont , 
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Section 615(n)(6) ot tho Revenue Act ot 1932. 

Tl'.x rcpoclcd t.!t-¥ 11, 1934. 
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Stntutory bt~cl<gmund. - Socti.,n 313(a) of the Revenue Act of 1917, 
offoctivo October 4 , 1917, firet iopoeod n tnx on nll pro~rod eyrupa 
nnd oxtrncte , (intended for usa in tho mnnufncturc or production ot 
bevorN~oe, coll!:IOnl:f known l'.a aott drinke, by eodn founto.ins , bottlin& 
01t nbliebnonta , and other aioilnr plncoa) aold b;t tho onnufncturor, 
producer , or 1nportor thereof, 1! 10 sold t or not 1>0rc t han $1.30 per 
St>llon , t r.x of 5 cents per &nllon: it eo sold for mre th.>n $1.30 Md 
not ?Ore th.'>n $2.00 por g.llon, ti\X of 8 c onta per v.ll<>n: it 10 told 
tor ooro th.•n $2. 00 ond not ooro than $3.00 per &nllon, a ti'.X ot 10 
eenta por gnllon: if so told f or ooro t h.>n $3.00 and not mro than 
$4.00 per gnllon, n t r.x t>f 15 conta per «n11on: nnd U so told fo r 1>0ro 
tlwl $4.00 per gU!on, n t l'.x ot 20 cents per srllon. SUch tc.x r.a 
roponlod on Pcbru,-.ry 25, 1919, b;t section 1400(n) of the Revenue Act 
of 1918. 

Section 630 of tho Rovcnuo Act of 1918, effoctiYo YI\Y 1 , 1919, io­
poaod n t r.x of 1 cent for o~.eh 10 conte o r fraction thereof of tho MOunt 
pr.id t o MY person conducting n sodA !ountnin, leo crcNJ pnr1or, or other 
a1ni1nr ploco of business , tor drinks cnoeonly knor.n ~n soft drinka, 
oo~undod or ~txad nt such plneo of bua1nosa , or for icc ero~n, ico 
orono aodne , GUC\dnos, or other ain11~r ~rt1c1os of food or drink , when 
M:f of t he nbovo t1oro sold on ,,. r>fter such dnto for consutlPtion in o r in 

prcrlai t;, t o such p1nco of buainou. SUch tnx \'1!\& pcid by the purchnaor 
t o tho vendo r nt tho tir.>O of the enlo . Thia tnx \7M r opc:nled on Jlll\u­
nr:t 1, 1922, by section 1400(n) of tho RoYonuc Act of 1921. 

Section 602(o) of the llavenuo Act of 1921 i aposod n to.X of 9 canto 
n gnl1on on nll finished o r fountr.in a:truP• used in ccnutacturin,g, cotr 
pounclin&, or mxing drinks c:oononl:t known ns toft drinks. sold b;t tho 
cnnutncturcr, producer, or iaportor, oxeopt thnt in tho ens• or tlr'f such 
a;trups intended to be u sed in tho or.nutaeturo t> f cnrbcnntcd bevern,goa aold 
in bottlea or other clcaod contr.inoro, tho mte ""·" 5 cents a St>llon. 
SUch tr~ t1ns repealed o~ Juno 2, 1924, b;t aoction 1100(n) of tho Bovonuo 

Act of 1924. 

Soction 615(n)(6) of tho Rovonuo Act of 1932, cffocti vo Juns 21, 
1932, iapoaed n tnx of 6 cents por BQ11on on nll finiahod or t ountni n 
syrupo of tho lrlnds usod in onnutncturing, coopounding, or c ixing drinka 
ooCt'lOnl:f kno\'1'11 ns ooft drinks, eold b:t tho nenufocturer, producer, or 
i oportor, except t h.nt in tho cnae of any ouch a;,rupa i ntended t o bo u1od 
in the cnnufr.cture of cerbonntod bovorr~oa sold in bottloa or othor cloned 
contninor1, tho rnto ~· 5 cont1 por gnllon . The tnx of 6 cents o collon 
nl ao nppliod t l> nny perton c onduct in& o ao4n fount"1n, ice ci'Otll' pl\rlor. 
o r othe r a1oila p1nco of bulinoOI who Cll\llufnctured IUld uaod &tJ¥ ot the 
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opocif1ed oyrupa in the prepr.rntion of .oft drinks; Nld the t r.x of 5 conto 
a gollon nppliod ·to ~ poreon llDl\ufncturrnc e.-,rb<inat ed 'beTorr.goa 17ho 
Mnuftlciured nnd used ~ ouch ayrupa i n tho mnufncturo of C."\rbonc.to4 
bevorngoa eol4 in bottles or otHor cloaad containers. Theao tnxoa 4i4 
not apply t '> f1n!ahe4 or 'foun~nin ayrupa aol4 t or use i n tho mnufncturo 
ot n bovorngo subject to t r.x under porocrnPh (1) or (4) of sectinn 615, 
no r to~~ nrticlo enunernted in aoctton 60l(c)(3) of tho Rovonuo Act 
of 1932. 

!o originnlly enacted by Congroaa , aoction 615(n)(6) of tho Rovonuo 
Act of 1932 ,.,.. .. tt> bo effoctivo during t ho period June 21, 1932 to JUly l, 
19'34, Section 212 of tho IIL\t1onn1 I nduotrtnl Rocovory Act en endod tho 
oxpiretlon dnto t o JUly 1, 1935. Ho..ovor, ecctlon 601 of the llevcnuo Act 
of 1934 roponlod tho tr.x, ef feeti vo llr.y 11, 1934. 

lcor.~atc bf.th. - Tho t r.x WI\S 1\1\ oxctso t rx nnd was ~.id by tho 
cMufr.cturcr, producer, o r ioportor on hh l!l'.le of the t\rt1clea onullOrnted. 
Tho i nduetry, "bile cocperntivoly aanll, eabmcad " DUilbor of awl con­
como acnttcre4 o7er tho entire country , Md tox ...... pP.id in every ono of 
tho 64 c~lloction districta . 

Inoguities: - With r ospoct t o nny cnnflict in the subject tP.xed. 
no doubt those products "oro i ndi rectlY r.t!cetod by sooo of the cxcieo 
to.xoa i cpoaed by tho acvcrnl Str.t oa , but t ho Stnte tnxcs differed !roc 
tho r cdcml tr.X i n the bASiS fnr thO ti\X, thO :JOthod nf cooputntl.on , 
nn4 tho class of tnxpr~era p$feetod. 

No conflict witb roopect to tho l odornl tnxes existed since tho 
tAXi~ et ntute (section 615(o) (6) of t ho Rovenuc Act of 1932), apccifi­
cnllY excluded t hese prodUcta trhcn uacd in the cMufr.cture of beverr.jlet 
tnxo4 under o ther subsections of aoctinn 615 or under s ection 601 (c) (3) 
of tho Rovenue Act of 1932. 

!1n\nistrntive difficult10I• - Thora ~~ no involved aurecu pro­
cedure r oloti vc t o tbe adainiatr.'.U on of tho tt\X . The recorda, otc. • 
r equirod t o be kept by tho llurOt\U 1 1 r ccuJ.ntiona vero no a>r e t bc.n tho eo 
uiUllllY requi r ed by tbeao tnxpoyero t or thei r own purposes· 

No npproci nbl e difficUltioa ~oro oncountore4 in tho adDiniat~tion 
of thio tL\X . !lo str.tiat ics o.re nvr.U nble troa 17hich the ndtW'~ coot of 
collecting this tox any bo dctorai no4. 

Tho tcut hnving boon ropooled, M roco...,.,ndll.tion ic ot~do with ro­
epect t o the raeooctmont of tho t nx· 
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TAX ON CARBOlliC J.CID GAS 

Sec~ion 615(a)(7) of the Revenue Act of 1932. 

Tax repealed lloT 11, 1934. 

S~atutorx bl\clgn'ound. - Section 315 of the Rovenuo Aot of 1917 

offect1ve Oc~ober 4, 1917, f1rot l.mpooed a tax on all carbonic ACid' 

gao 1n drumo or other conta1nero (in~ended for uee in the monufac~e 

or product ion of carbonated water or other drink&) oold by the manu­

fac~or , producer, o r i.cporter ~hereof. The ~nx was levied at tho 

rate of 5 canta per pound and was paid by the purchaser to the •ondor 

of tho taxable product. Thi o tax waa repealed as of February 25, 1919, 

by section 1400(a) of tho Revenue Act of 1918. 

Section 602(f) of the Revenue Ac~ of 1921, o!!oct1ve January 1 , 

1922, l..mpoeed a tax of 4 cente per pound on all carbonic acid gao oold 

by ~he c&liU!acturer, producer , or ~r~er to a CI&DUfac~er of 611¥ 

carbonated bever agoc , or to any person conducting a soda fountain , icc 

cr oom parlor , or other oil4ilar place of buaineca , nnd on all carbonic 

acid en• uoed by tho ltl&m1!acturer' producer' or i"'J))rter thereof 1n the 

pr epar<Ltion of ooft drinka. This tax wee repealed as of JUne 2, 1! 24, 

by oection 1100(~) of tho Revenue Act of 1! 24. 

section 615(a)(?) of tho Revenue Act of 1932, effective JUne 21, 

1932, l..mpouod a tax of 4 cento per pound on all carbonic acid goo oold 

by t he manu!~>Cturer, producer, or 1.cpor~er, or by n de!Llor 1n such gao, 

to a manu!ac~er of 8ZJ¥ carbonated boveragec, or to any person con­

ductin& a ooda fountain, i ce creom parlor, or other similar plnce of 

buoi.neas , and on Qll carbonic acid gao used by tho ma.nufncturer, pro­

ducer , or l..mporter thereof 1n the prepRI"ation of soft drink•· 

An originally enacted by Congr eoo , oection 616(a)(7) of tho Revenue 

~ct of 1932 was t o be effective during tho period June 21, 1932 t o 

July 1 , 1934. Section 212 of the National Industrial Reco•ery Ac~ u­

t ended the expir ation date to July 1 , 1935. However , section 601 of tho 

Revenue Act of 1934 repealed this tax, eft'ective llay 11, 1934. 

Economic bagig. - This to.x was a.n excloo tax and • ao paid b7 the 

toanutacturer, producer , or l..mporter on his onle or ~he tnxnbl o product. 

This induetry 1<> comparatively ...,u. 
llo statiotica are Qvailablo 1n this Burotm from which the Talue of 

the proclu.ch taxed II>&¥ be determined o1nce the tnx waa btlced on weight 

rn~her than o!Llc price. 

IpeguiUeo. - With re•peet to any conflict 1n the subject t axed, 

no doubt theee products wore lndireotl,y affected by aD""' of the excise 

taxeo l..mpoood by the several Ste>tes , but the State ~axes 1n general 

di!fored froiO the rederal tax 1n the basis for the tax, the met hod of 

eo.-putat ion , and the claa• of taxpayero affected. 
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Some conflict with roapect to Fodor~l taxea aay h~va rea~lted 

by reason or the taxea lmpoaod on distilled splrlta and liq~ora . 

Tho methods of tax ~voidance or ovaalon wore oonfinod ln thla 
instance to tho occaaion~l readiness of a~l operatera to atato the 
g.s was p~rcbased for ~•e other than at soda foontains . 

Administrative difflc~lties. - Thoro was no Involved Bureau pro­
cedure relative to the adJiinistration of this tax . The records, etc. , 
required to be kopt by tho Bureau' s re&Ulatlons wore no moro than thoao 
usually roqulred by those taxpoyora for the i r own purposes . 

The audit of returns of this tax required a detailed exaadnation 
of production and saloa or other d1apoa1t1on recorda , and of tho ••1· 
donee rolled upon in support of exemption and rotund or credit claiaa . 

No atatlstico are available from which the actual cost of oolloot­
ing this tax may be determined but since only a part of tho time of t ho 
few employeca assigned to this tax was consumed in tho administration 
thereof, it is apparent that the coat of collection was extremely low. 

No recommendation ia made with roapoct to tho rtutnactzae·nt or thia 

tax. 
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TAX 0!: BLWrliiCAL I!I!ROT 

Section 616 of the Revenue Act of 1932, as &QOnded 

Yield for the fiacal year- 1936- $ 33,575,179,25 
Yield for the fiscal year - 1937 - 34,500,000.00 Estimated 
h\unber of ta.~era -------------- 2,400 
Rate of tax- 3 per cent of tho cbnrge therefor . 

StatutorY background, - The tax impcood by aection 616 of the 
Revenue Act of 1932, as amonded, nttachoa to tho sale of electrical 
onerQ for domestic or comoercial conaumption at the rate of 3 per cent 
of the uount paid for such energ. Aa oripnally enacted 'by Congrell, 
the tax -• to 'be effective durinc tho period from June 21, 1932 to 
June 30, 1934, inclusive, and the tax waa to 'be paid 'b1 the person 
~ng for euch energy and to be collected 'b1 t he nndor. 

Section 6 of the Act approved June 16, 1933, (Public llo. 73 -
73d Congreaa) amended section 616 of the llAivenuo Act of 1932, ef!ecthe 
aa of September l , 1933, to impoao the 'burden of tho tax upon the vendor 
of electrical energy on his sale for domeatic or cocmereial consumption, 
rather thnn upon the consumer or vendee, This eeetion exempted from the 
tax the resale of electric energy by the ownor or lessee of a building 
to tenants therein , and provided that n snlo to such an owner or lesaee 
for reaale is taxable when eold by tho vendor. This amend=ent also 
exempted all sales of energy to tho United States, any State or Territory, 
or political subdivision thereof, or tho Dhtrict of Colu::>'bin, nnd all 
oalea of energy by publicly-owned electric and power plant• . lhilo the 
baah of tho levy of thla tax wee r oviud to chanG'> tho 'burden from the 
conaumer to the vendor of the enor", the rate remained the aaae. 

Section 212 of the llat1onal I nduatrial RecoY017 Act extended the 
expiration date to July 1 , 1935. Public Rcaolut1on llo. 36 - 74th 
Congreaa (H.R, 324) further extended auch date to July l, 1937. Unlell 
again further extended, tbia tax will 'be autocatieally repealed aa of 

July 1, 1937. 

leonoeic 'baaia. The tax ia an exclae tax and nt t he preaent 
time io payable 'by the vendor on hla aale of the energy for domostlc 
or collllllereil\1. consumption, Thil 1n<\uatr:r rani<B among the large•t 
commercial entcrpriaes 1n the country, and tax 1a being paid in evor.r 
one of the 64 collection diatricta. A chock of the returne filod for 
one month ahowe the number of taxpayora f111ng electr ical energy tax 
roturna ia approximately 2,400. In view of the nature of the oubJect 
of thh t.ax, t he value thereof can be det ermined onlY f r om the chargee 
lD&de, and ouch charge• are not uniform but vo.ry widely • 

Jnequit1eo. - Yith reapect to anY eenfl1ct in the excite tax on 
tho aale of electrical energ, 1t NY w atated that the State or 
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South Carolina imposes an excise , l icense , or privilege tax on tho 
production or electricity , or on the sale, 1f not taxod at prod~~t1on 
and the ener gy io no longer in interstate commerce , while tho State or 
Vermont imposes an excise tax on tho Banuracture of electricity within 
tho State . The rate in both instances 11 i mill per kilowatt-hour . 

Under the proeent statute , J:lllnicipel o.nd other publicly- owned 
electric and power plante operate in coapetition with private enter­
prises in tho •~ localitioe without incurring tax liability. More­
over , the law diser1m1natea against eleetrica.l energy sold for 
commercia l consumption aince tho sale of such energy for industrial 
purposes i s exempt from tho t ax and also discriminates against tho 
sa le of such energy for domestic purposoo aineo tho product may be 
aold wi thout tax liability to various clo.asos or institutions . • 
Finally , persona Who ganoratc electrical anergy for their own con­
sumption , ~nether for domestic or for commercial purposes likewise 
enjoy a tax exemption or o. benefit in COllpt.riaon with tho purchasora 
of olectr1eal enorSY for auch uses . 

Due to tho nature of tho subject taxed , it ia evident there haa 
boen no retarding of trade , curtailment of consumption , or uao or tub· 
stitutos because of tho imposition or t his tax . It is believed th~t 
tho tax can not bo clas6od as excessi~e . 

The chief method used f or tax avoidnnce or evna1on h~s beon the 
c laiming by consumers of an exempt st~tua as an industria l concern 
whereas , in fact, the 'business of the conen.L.IiOr was atrictly or pri­
mt.rily commercial in cho.racter. Duo to tho larr;o number of i.ndividual 
consumers upon who:~ power companies m.u st depond to furnish correct in .. 
formation as to their bu31ness aetiv1tie1 , a co=plete check as to the 
avoid&.nC·O or ta.x 11 a tre=eodous t .a.sk . .\11 atepa i)ossible alon& t h11 
line are being ta.ken, t..nd the rower compe.ntea ruJc• frequent s\ll"vey• 

to deter~ino tho facts . 

Administrative difficulties •• Thoro is no Involved Bureau pro­
cedur e connected wi th tho administrdtion of this tox. Tho regulation• 
must of necessity require tho keeping of proper records fro~ which tho 
tupeyer ' s liability lllt.Y be dotonninod , and tho validity of cloiJls for 
exemption be eetablisbod. It woul d seem that in this i nstance tho to.x 
bas necessitated the maintenance of additional records by taxpo.yora . 
Hcnrovor tho recorda required by the suroou have boon s!Jip11 fied u 
mueb as' po.,iblo to conf•>rD to tho recorda uaually kept by tho tf.x!)ayero 
and at the same tiae protect the Government'• interests froa tax &Toidanc• 

or evasion . 

The audit of tho returns of this tax requires a detoi l od oxanination 
of the production and salee r ecords and particularly of the evidence 
furnished o.s to tho basis for claims for oxo1aption from tho tax. 
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\"'Illo the nature of the subject tuocl cont&lna no lnberant 
dlftlcult1ea , aoae difficulty 1• encountered In dlatlngu1ohln& 
between coaaerc1al and Industrial conowoptlon or electrical ener!Y• 

No at&tlat1es are available from ~hlch the actual cost of col­
lectin& th1a tL> may be determined. Tho tax produces a very aub­
otantlal rovonue so that relatively tho coat may be cono1dered aa 
bo1ng ~uito low. 

Tho st·a. t1.ate as now worded a.nd the forme uaad in connection thoro· 
with are oloar and simple. However , In v1ow or tho Inequities pointed 
out above , it Ia aus&estod that the law be ohanged to specifically tax 
all electrical energy •old or uaod by tho • ondor , and to el!m1nato all 
exe.apt1o~excopt sales to the United 3t&tea , an_y State, or Territory , 

or political subdivision thereof , 

Proa the atandpoint ot revenue, thia 8W"ea.u recoa::entb tht.t tho te.,x 

be oontlnued. 
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TAX ON s.>.!E OR USE 01' OASOUllil BY Til£ 
FROOUC~ oa IWIORT~. 

Section 617 or the Revenue Act of 1932, 
as &mended.. 

Yield for fiscal year - 1936 _ $ 
Yield for fiscal year - 1936 -
Number of taxpayers ------··-­
Rate or tax - 1 cent per sallon . 

177,119 ,040 . 07 
178,200 ,000 . 00 
1, 100 

86 

Eetlmt.tod 

Statutory back~ound . - Tho Federal t&x on the sale or use of 
saaollne by a producer or the importer thereof was firot imposed by 
section 617 of tho Revenue Act of 1932 , at the rate or 1 cent per 
sallon. As origina lly enacted by Con&r eas , tho tax •as to be effec­
tive during the period from Juno 21 , 1932 to July 1 , 1933· Section 1 
of tho Act ap~roved June 16, 1933 (Publ ic No. 73 - 7Jd Con&ress) , and 
section 212 or the ll&tional Industrial Recovery Act exten~ed the ex­
piration date to July l , 1935· Public Roeolutlon No . 36 - 74th Conuosa 
(H .R· ;24) further extended such dato to Ju ly 1, 1937· Unl ess ae;sln 
extended , tho tax 'Rill be automatically ropealod u or July 1, 1937• 

No rovlaion h&& boen made in tho basi• of the tBx , but soet1on 211 
of tho National Industrial Rocovery Act amended section 617(a) to in­
crease tho rate of tax from 1 cent fOr e;allon to l t cents. Section 217( b) 
of tho National Industrial Recovery ACt provided that effective as of tho 
f irst day of tho calendar yoar followine; tho declaration of thO President 
of tho repeal of Fr ohibi t1on tho rata be reduced from lt cents per sallon 

to 1 cont. 

Duo to the abo<re u onc!aents , the rate of tax durin& the period 
June 21 , 1932 to June 16 , 1933 , incluoi<re , '"'" l cent per r;~>llon; durin& 
the period. fro;a Ju.no 17, 1933 to OoceJOber 31 , 1933, inclusive , the rata 
of tax •as H cents per gallon; and Iince J.nuary 1, 1934 , hU boon 

l cent per gallon. 
Section 617 of the Revenue Act of 1932 wu aaendocl by section 603 

of the Revenue Act of 1934 to require taxpayers liBblo for this tax , 
under a specific penalty , to r;ive bond and. r egister -.rith tho collector 
of internal r evenue ror tho dietric t In which they file their roturns; 
a lso to amend the definition of the term •gasoline ' as usod in the 

otatute. 
Tho amondmont also provided thot under ror;ulations prescribed by 

tho Commissioner with tho approva l of the Secret ary , all recorda ro­
quirod to 'be kept with respect to thil tax , and all returns, roporte 
and. s tatements rela tive theroto , which may be filed with tho Commioaioner 
or a collector shall be open to inspect ion by such officers of any t tate 
or Territory or political subdiYiaion thereof or t he Jlstr iet of Columbia , 
who are eharr;ed rith tho entorce~nt or collection of ~tax on &asoline . 
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~~~· - The t&x on guoline 1s an excise t&x p&yable 
by a producer or tho Importer on h!o sale or use thereof. Tho ~sol!ne 
industry ranks amon~ tho lar~eot induotr!os of tho country, and tax io 
boin& reported and paid in practically every one of tho 64 collection 
d!str!ctc . A cheek of the returns filed for ono month shows that tho 
numbor or taxpayers filing gasoline tax returns is approxicote l y 1 ,100. 
Examination of statistical papers , trade journals , ote . , diaclosos that 
tho salo price or gasoline depends almost oxoluaively on tho locality 
in which it is sol d . Tho refinery aalos prices ranr;e from 5 cents to 
9 cents per gallon when sold by the producer . 

Inoouities. - ·•ith respect to any conflict in the excho tax on 
the aa.le or uae ot gasoline 'by tho produeer or importer thereof', every 
State in tho Union, to5other with a nuaber or counties &nd mun1clp&l1-
tloa , Including the Distr ict of Coluab1a , iaposos aome fora or oxclao 
tax on aost or tho producte Included in the tor• •5asollno• as defined 
in section 617, as amended . l!o lnforaation 11 aft!l•'!>lo to show tho 
extent to which the State and local taxot conflict with the Yodoral tax. 

Under the Revenue Act of 1932, and aubsoquont Revenue Acts , in 
addition to the tax imposed by soetlon 617 , tho followlns t<txos are 
imposed in which tho quantity of guol!no IS tho measure ol' such t&xos: 

(a) The tax on the Importation of &aaol1no and other 
motor ruols under section 60l(o)(4) of tho Revenue Act or 
1932, at the r~to of 2t conts por &allan. Tnla tax is 
administered by the Buroau of customs, and Is paid by tho 

Importer . 

( b) The tax imposed on tho transportation of gasoline 
by plpo line under section 731 of tho Revenue Act of 1932, 
a t the r .. to of 4 per cent ot the aaount paid tor ouch trans­
portation, or of tho fair char5o therefor if tranoportod by 
the owner of the product. This tax ia paid b> the transporter. 

(e) ~he tax taposed on gatol!no produced or recovered 
In the United States from natural ~· by section 605 of tho 
Revenue Act of 1934, a s amended , at the rate of 1/ 25 of 
1 cent per barrel of 42 gallon•• Thit tax Is paid by tho 
parson producing or recovering euch &&aoUne e.nd is merely 

a regulatory tax . 

addition , et·ude petroleum , or which sa.sollne 1& a derivative . 
1
• 

tO tho fo llOTiing r'edor&l t&XOII 
In 

eubjoet 
(d) Th• tax on imvortatlon of crude petroleum by 

aect!on 60l(c)(4) of tho Revenue ACt of 1932 at tho 
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rkta of i cent per &allon. This tkx ia administered 
by the Burea~ of Customs, and is peid by tho importer. 

(e) The tax on tranoportation of cr~do potrole~ 
by pipe llno. (See (b) above) . 

(f) Tho tax on the sale of cr~do petrol•~ loposed 
by section 604 of the Roven~o Act of 1934 , aa amended , 
at the rate of l/25 of 1 cent per barrel of 42 gallono . 
This tax is paid by tho producer and 1a JQUely a ro ~u-
latory tax. 

0 

(g) The tax on the refining or proceaaing of cr~de 
pe~roleum in the United Statea, t.poatd by section 605 
of the Revon~o Act of 1934· (~e (c) kbovo) . 

88 

It Is boliovod that tho statiatlcal and econoadc surveys of crude 
petroleum and petrole~ products made each month by the Petroleum 
Economies Oivislon of the United States Bureau of Kinos will show tbat 
there has boon no curtailment of consumption of the products enumerated 
In section 617 , due to the iapoaltion or this t<\x. No evidence Is avail· 
Ablo in this Bureau to show that the usa of cubstitute s has boon re­
sorted to olnce the effective dato of thlo tax . 

,\1'\11& the moe.sure of the to.x in •·eb.tion to the value of the 
product , when sold by the producer , may arpoar large , yet the quL~tity 
basis uaed in the statuto is tho same 'llhich has boon adopted by all 
taxing authorities which impose taxes on tbla commodity . In view or 
tho klmost daily fluctuation in gasoline prices , due to ur.fair comp&ti· 
tion by so-called bootletsers diopooin& or contraband products , price 
war a , otc., the quantity basia for tax moaa\lroment on auch com!l.odity 
is prororable tor the reasons that It lo eq~itablo to all branches or 
t ho industry and siQplirles the adainietratlon or tbo tax. 

Various tax evasion ~ethods h&ve boon retorte d to by certain 
br.;lneho£ or tho industry . pa.rttcul~ly small operators and de•lers , by 
purchasing nontaxable kero•onco and lo~·&r&do naphthas , and blondln£ 
them with natural or caslngheud gasoline to produeo a s~tist&ctory 
motor fuel . In other cases , b&aollno h&a boon shipped or sold as 
korosono or fuol oil . 1hoso ovaaiono rolato po.rticu lorly to Stdto taxoa 
ra.thor tho.n tho Fodoral tax , at nco tho Ste.to , including local to..xoa aro 
much hit!ther tha.n thfS Fvdore.l tax o.nd ro.n6C'I from 2 cents to 9 cdnta per 
£•lion. Tho major componios or th• putroloum lnduotrJ aro thoroughly 
OT&'lnitod. into 1l.SfiOCiation& known ac th..J /ll:!Ortcun rotrolvU.r.l Instttuto , 
Na.tionAl f otroluUI:I Association , o.nd 'ostorn Po trolcum J.ssoCilltion , e.nd 
such ort~"nh•tions nrc pollcin& tho indust ry for tax cnslon to s~p 
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out prico cuttins and unfair competition. AnY irregularities relating 
to tax avoidance or evasion are pro~aptly r·eported to the Pederal or 
stt.te tuing authorities . Federal r;uolino tax ovaoion hos boon round 
to bo a minor adm1n1etrat1ve problem , d~o to tho cooperation or tho 
Industry itsolt and ot' tho State and local taxing authorities charr;od 
with t ho administration or similar taxoa. 

Administrative difficulties. - No involved Bureau procedure is 
roquirod with respect to tho adq1nlatrat1on ot' this tax . 

Tho ror;ulatlons clearly define tho products taxed, such doflnl­
tiona having boon doterclnod with the ···~ration or exports fro• tbo 
liatlo""l Bureau of Standards in conjunction with exports ropresentlnt; 
tho Snduatry aa a. • hole . 

Tho statute , as amended, roquiroa tho koep1n& or all neeeasa.ry 
records rolatln;; to tho taxpoyor'a liability tor thla tax, and to 
cla1ma for refund, credit, or exeaptlon . Thla necoasarily requires 
ao~e additional bookkoopint; changes and records which cay hove boon 
unnocoaaary for the taxpayer's purpoa~• prior to the 1gpos1t1on or 
tho tax. HO".'I'Ovor , the recorda roqu1 rod by the Buroau rcgulo.tiona 
have boon a1mpl1f1ed as much as poa s 1blo to confora to the ordin&ry 
recorda usually kept by tho t&XJ'oyers In this lnduotry , nnd at tho 
samo timo protoct the Government's intoroat from tax avoidance and 
ovo.sion . 

Tho audit of the returns of this tax requires a det~ilod exami· 
nation or the opening and closin& 1nvontorios , tho production recordo, 
plant uaoa of the product, aa.lea and d1atr1'but1on records, and evidence 
aupporting elaim1 tor exemption, rotund , or crodit . 

no atat1at1cs are available free which tho actual cost of col· 
lectin& this tax -:y be detorained but fro• the yield of rnenue ob­
tained and the saall nwaber of pereona aaalp•d to the a4111nistrat1on 
ot' thia tax , it 1a apporent that the coat or collection is extremely 

low. 

The statute as now worded and tho toraa used in connection there· 
with are clear e.nd simple and no revision 1a doomed nece5sa.ry. 

In view of the revenue derived , the assurance of eolleetion , the 
minimum litigation encountered to dt.te , o.nd tho relatively 111inor attocpta 
at t ,ax avoidance or evasion , it is tho opinion of this Bureau that the tax 
on &aeolino ebould be continued. 
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TJ.X ON Cl!.ARGZ FOR TIIZ T!IA.'ISII!SS!Oll OF :UCl! 
TEIJ:GRAPH , TEL3P!!OIIE, C.'IBI&, OR !Wl!O D!S?A!CH II!:SSAGE 

OR CO!IVZRSl!l'ION, ' 

Section 701 of tho Rovonuo Act of 1932. 

Yield for tho fhcnl yollr- 1936 -$21 ,098,34.7.65 
Yield for tho fiscnl :v•nr- 1937 - $ 21 ,000,000.00 Eatillltltod 
Number of tnxpayoro ------------- - 460 
Bntoa of tnx - (a) Telephone convorcntiona charges of 

50 conta t o 99 cento - 10 conta; 
$1.00 t o 1,99 - 15 conta; $2.00 or 
aoro - 20 cont• . 

(b) 'l'blcgrnp.'> - 5 por unt of c:hnrgc . 
(c) Cnblc or ra4io - 10 cents onch ~eao~ . 
(d) Lei\Oed lrlr o - 5 por cont of tho c'>nrgo, 

St ntutorz b~c~gu;d. - Section 500( ~ ) of the Revenue Act of 1917, 
offcctive ns of November l, 1917, first impoocd e tnx on tho usc of 
toloi3J'nph , tolcphon ' , ~.nd rr\dio fncUi tloo . Tho t ax '''" levied nt tho 
rnto of 5 conte for cnch coso~~ . diopntch , nr convor antion originating 
in tho United Stntco for "hich tho chc.r&o "na 1!\ conta or more. Sec­
tion 502 of such Act oxcmptod tho u·o of thooo facili ties by the United 
Stnt oa , nny Stuto or Territory, or tho Dictr ict of Columbia. 

Tho t tu ""-" continued and onlnrgod in ooction 500(f) of tho Rovonu.o 
Act of 1918 , effecti ve April 1 . 1919, to \ncludc cnblo as ~oll a. tole­
graph . telephone c~d rndio fucilitioa nnd vith n cban£c in the ra to or 
t~ to 5 cent• for cneh mosango , dlcpoteh, or convcrention for ohich 
tho churgo wns mora than 14 ccntn ond not moro tbnc~ 50 conto ~~ 10 conta 
whon ouch chc.rgc ·~xcocdcd 50 cents • . I n ~itlon, oubeivision («) or 
thh aoction l~:~poood a tn.-. of 10 por cont upon the CJ;~ount pnid nny t olo­
ll"""h or t elephone eO<I)lQll7 for nny lonaccl ttirc or tel king eircui t spociol 
eorrlco, u1th en cxe-;tptlon for anch aorvteca ... -non utllt'Zcd ln the col­
lection and di.-.cml.=tion of nO"·c t!u"~ tho public press or in tho eon­
duct by n eo=aon eorricr or tclotrnph or tolopbonc co~ of Ita ~i­
noea , on aueh. Tho s~ciflc o%rapt1on f or the govornmcntcl u.o of threo 
fnclli tios nne 1\keaiac continued In aubdivia l on (b) of this section. 

Tho tnxoo nnd exemption• oa provided f or in section 500 of tho 
Rovonuo Act of 1918 ..,oro roo~.etod tTitbout cllnneo in ooet1on 500(n)(b) 
nnd (e) of t ho Rovcnuo Act of 1931 , offootivo JrulU1\rY 1, 1922 . nncl ro­
mnl nod in effect until rcpcnled on July 2 , 1924, bY eocticn l lOO(n) Of 
the Revenue Act of 1924. 

Tho trucoe " oro r oviv<>d in aceUon 701 or tho Rovcn>JC Act of 1932, 
ot f oet ivo ne of Juno 21, 1932. Under t hia acction n tox of 5 per cent 
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Is lmpowod with respect to tho amou~t paid •~Y talo~aph or tele­
phone for a leased wire or talkin~ circuit opoclal service Yhllo 
tho taxoa with respect to mossa&oa , otc. , aro imposed at tho 
follow! ns rates: 

'(A) Tolophone conversations for Which tho charge 
io SO conto or more and loss than $1 , 10 conts; for 
which tho charge Is $1 or moro and l oaa than $2 , 15 cents ; 
for which the charge> Is $2 or moro , 20 conta; 

•(B) telegraph d ispatches and moaaagoa , S per centum 
or the amount charged thore fori knd 

•(c) cable and radio dispatches and aoos~oa , 10 cents•. 

This section alao provides tor spoclfle e xemptions rrom those taxoe 
aubatantlally as allowed under tho prior Acta . 

As or~lnelly enacted by Con~roca , tho taxes levied under 
section 701 of tho Revenue Act of 1~32 wore to be effective during 
tho period f r om Juno 21 , 1~32 to Juno 30 , 1934 , Inclusive . 
Section 212 of tho NationD.l Industr i o.l Rocovory Act extondod the 
expiration do.to to July l, 1935 , and Public Resolution No. 36 - 74th 
Co~groos (H.R. 324) furthor extended ouch do.to to Ju ly 1, 1937· 
Unloso tho oxplration date is fur t hor oxtondod , tho taxes will be 
automatically r opoalod as of July 1 , 1937· 

Economic basis . - Those t axoa are exclae taxes payable since 
their Inception in the Revenue Act of 1917 by tho persons payl~ 
for tho specified servicoa . Tho taxoo thus affect tho public 
~onor~l ly but are collected by tho persona furnish!~ the servl coa 
Who In turn make monthly roaittanceo to tho collectors of Internal 
rovonue . Collections or tho!o taxoa &ro roportod 1n all but two 
of tho 64 collection di•tri~ta and a chock of tho re turns for ono 
month indlcatoo that t he. number of poraono fill~ return• of those 

taxoa Ia approxLo&tely 460. 

Inegultles . - In this instance , thoro appear to bono eon­
rllctln& taxes , "f!lbether State or Fod•ral . Due to the nature or tho 
oubjoots taxed , it is evident t horo hU boon no r"tardlnt; or' t n>do 
or curtailment of the uso of tho•• raclll tl os bocause of tho 
lmpoel tl011 or the so to.xes . The tax ratos aro not concidorod 
oxeoaaivo . No ta.x evasions o r avoidancoa h(I.VO boon 1.1ncoverod in 

tho admlnlatratlon of these t~xoe . 

Admlnlotratlvo difficultloa . - Tho Buroau has cxparlonC>od 
ll ttlo dlfflc"l ty In the o.dminlotratlon of those taxos . Tho roC>ordo 
required by tho statuto ond r egulation• conform to those uaually 
aalntalnod tor business purposes by tho parDons concerned . 
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No etatlotics are available troa which tho actual coat of 
colloctins tb1o tax may be doterainod but troa tho yield ot 
revenue obtained and tho st.plicity ot tho ~Jniotration , it 
ie apparent the coot ot collection is extre.oly low, 

In view of tho substantial revenue dorivod troa this source 
and tho little difficulty experienced in tho collection thereof , 
it is recommended that these taxes be roonac tod . 
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TAX 011 THE TRAKSPORTATION OP CRIIOB FCTROWJII 
:Jill LI~U ID PRODUCTS n!.El\EOF 

Section 731 of tbo Re•enue Act of 1932. 

Yi
1
e1

1
dd ffor tbe f1sc~1 year - 1936. $ 9 ,793 ,995·42 

Y • or tbo fise~l yo~r - 1937 - lo ,ooo ,ooo.oo Estimated 

Number of taxpayers -------------- 400 
Rate of tax - (a) 4 per cent of tbe amount paid for such 

transportation , or 
(b) Whore no obar&e is made bocau•• or ownor ­

ohip of tho cOIMiodity transpor ted , or 
(e) whore tbo eo=odity h transported at 

loas than tho fair ahllf!\e therefor, II 
per cent or tho h.1r char~ , to:- th(: 
services rendered , as deterained by the 
Colllliaai onor . 

Statutory background. - Tho te.x on tho tranaportation of oil by 
pipo Uno wu th·st imposod by aoction SOO(cl) of tho RoY1!1nuo Act of 1917, 
effective November l , 1917, at tho r~to of 5 por cont of tho amount paid 
for such transportation . The rate of tax w~• incr oaaecl to 6 per eont by 
section SOO(o) of the Revenue Act of 1918 , effective Apri l l , 1919. The 
t&~ was paid by the person f or whom ouch transportation services were 
rendered. This t ax wu ropea1od by section 1400(o.) of tho Rovenuo AGt 
of 1921 , off'ective January l , 1922. 

Tho pr esent tax was enacted under aection 731 of' tho Revenue Act 
or 1932, effectivo Juno 21, 1932 , and applioo to all transportation by 
pipo line of crude petrol eum and liquid producta . tboreof at the r11.te of 
II per cent (a) of the amount paid for ouch tr~noportation, or (b) of 
the talr charge tor sucb tranaportatton 11fhoro no cha.rgo for tr&naportatlon 
1e udo boeauao of ownerohlp of ~be co,.odity transported or for ~Y other 
reason , or (e) of the fair charge if (other than In tho eases of an ora'•· 
lon&tb tranaaetion) tho payment for tranopcrtatlon ia los• than the fair 
char&• therefor . This tax ia po!d by the porso~ furnishlnj; the trllnapor-

tatlon aorv1coa . 

toction 7Jl(b) of tho RoY1!1nuo ACt of 1932 provides that for tba 
purpose of tho tax the fair charge ohall be dotorminod (1) f rom actual 
bon& rt do rates or tar i ffs , or (2) whore no rate• or t.arif'fs exist . 
then on tho b&Sl$ of the actual bon& fide rates or t~riff6 of other 
pipe linea for like services , aa determined by tho Co~Ais sloner, or 
( 3) '#ttioro no auoh re.tes or tariff a o> let , thon on tho basis or a 
reaaonablo charge f or tho tran~ortatton involved , aa determined by 

tho coa.issi onor. 
The t.ax uposod by seetlon 731 'ftl lntondod to be 1n oftect until 

July 1, 1934• Soetion 212 of the National industrial Recovery Act 
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extended tho effective period to July 1, 1935, and Public 
Resolution No . 36 - 74th Conr;resa further ertendod such period to 
July 1 , 1937. Unless the effective period is again extended , the 
tax will be a~tom~tically repealed as of July 1, 1937· 

Economic basis . - The tax on the tranaportation of crude pe­
troleum and liq~id products thoroof , ia an oxciao tax . The p!po 
l!no transportation business is a very material d!v!s!on of the 
oil and r;aooline industry . The groator part of crude petroleum and 
liquid products produced or imported into tho Unitod States is 
tranaportod by pipo lines , although largo quantities oro also 
tranaportod in tMk cars by rail , · t..nlc voatola , and tunic trucks . 
A chock of returns filed !n one month shows that tho nwober of tax­
payoro filin& pipe line transportation tax roturno is approximately 

400· 
Inogui ties. - Crude petrol0\12 and liquid products thereof are 

aubjected to a variety of taxe• by many of tho States and local ••'o­
d1v1a1one. It is not known , hO'.ntver , to wbo.t e.(tent a.nd in what 

. IIIIJU\Or the St<t.te taxes conflict w1 th t he !natant tax. Prom the atand­
point of Pedoral taxation , these producto are •lao affected by tho 

followinr; taxes: 

(a) The tnx imposed on the •alo or use of lubricating 
oil by section 60l(c)(l) or tho Rovonue Act of 1932 at tho 
rate of 4 cents a gallon. Thi• tax is ~!d by the manu ­
r~eturer or producer . 

(b) Tho taxes ioposed by oection 60l(c)(4) of tho 
Rovenuo Act of 1932 on tho Importation of crude potrol aum, 
fuo l oil and ~·oil derived fro~ potrolow>, and •11 
liq~ld derivatives of crude petroleum (oxcept lubricating 
oil and r;asol!ne or other actor fuol) at tho rate of t cent 
per &allon; ge.soltne or other motor f\lolt at tho rate of 
2~ cents per gallon; lubr!catlnr; oila ~t 4 cents per gallon. 
Those taxes are adminlatorod by tho Bureau or CUst~s and 

aro paid by the Importer . 

(c) The toY impoted on tho sale or uso of sasolln• by 
auction 617 of the Revenue ~ct of 1932 ~t tho rate of 1 c6nt 
por g<Lllon . Thic tax is po!d by t he produc .. r or Importer . 

(d) Tho regulatory tax on tho aalo of crude potroloum 
Imposed by section 60~ of tho Rovonuo Act of 1934 , •• 
L~ndud , at tho rata of 1/25 of 1 cont por barrel of 42 
sallons . This tax is to be paid by tho producer . 
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(e) The re~latory tax laposod on the rorlnlftb or 
pr ocessing of c rude petroleum In tho Unitod States by 
aoctlon 605(1) of tho Revenue Act of 1934, as a.ondod , 
a~ tho rate of 1/25 of l cent por barrel of 42 gallons . 
Tolla tax Is p<Lid by the refiner or processor . 

(r) Tho re~latory tax laposod on tho production 
or recovery of r;uo Uno In tho Urll tod Stetes trOD 
notural gas by aoctlon 605( a)(2) of ~~e Revenue Act or 
1934 , ao amended , at tho rate of 1/25 of 1 cent por 
barrel of 42 gallons . This tnx I t pai d by tho per son 
producing or r e covering such gasol i ne . 

It I a bclieYed that tho statistical and economic survuys or 
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crude pet.rolcua and pet.roloW> pr oducta Dado oAch month by tl:e PetroloWI 
Economics Division of tho United Statoa Pureau of Winos wil l thow that 
the lnat~nt tax h<Ls not rosultod In &ny retardi ng of tho pipe line 

transportation businoss or eurtallmon t of tho coneumptlon of tho tax­

able products . 

The aut hority given tho Cocadsalonor to dotoralno, In tho caeoo 

eovarod by aeetlon 73l(b)(2) and (3) of tho Revenue Act of 1932 , tho 
fair charr;e for the tranaportatlon of those product a by pipe llno 

tends to equalize compot1t1ve conditions In tho oi l Industry by 
placing oil companies operating their ovm plpo llno transportation 
facllitleo on the &amo footing with thoae required to use tho 
aervieoa o f' eommercit.l plpo line carders . 

To date , practically no ovaaion or avoidance of' this tax h &l boon 
uncovered by tbe Burea11. Tho ujor c08pen1ea or the petroletm industry 
are or~n,ised i nto aasoeiations known a& tho .\Cerlc•n Fotroloum Inat1tuto , 

lia.tional Fotrolcum Aaoociation, a.nd tho Wo stern Pntro loum Assoc iat ion , 
and such organizctlona ~~ po l icinG thD i nduscry ror t~x evasion, in 
order to at~p out prlco cutting and unf~lr eompotltlon. Any l rro&ularl­

tloa rol~tlng to taxos in 6oncral aro pr011pily r oportod to th~ Fodoral 

and State toxin& authorltloa . 

Ad41n1atratlv~ d1frlcultlu. - llo Involved Bureau pl'oceduro Ia 

noeo eoary in the adm1n1• t rat1on of thia tax , as ~oat or tho dlfficul· 
ties wero ovurcome when tho tnx iruyoaod by t he Rovenuo Act of 1918 ""' 
In orfoet . Tho r ecorda required by th• reg~lations of the Bureau 

eontorm, inaot•r a s poaaibl~ , to the uaual recorda k~pt by thdeo tax~ 
poye ra tor their own vurpoao>s . 

Tho audit or tho roturns or thle tax re~uiros a detailed o~na­
~ion or tho volume or co~oditioa ~cc~ptvd for traneport•tion , run 
rocor4e of amounts takon into the plpo lino• ~nd dollvorios there from , 

tariff deduetlona. allow1ncos for ovaporat1on . basic aadimcnt , wator, 
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ate., tar1tta and rates tor eaeh ao.,..ont , and neeouary intor•t1oo 
l'l'om which the CCIIIII.1sa1oner uy deteraine the fair chare;o for trw:epor­
tation where applioable . 

No etat1st1ea are a~ilable 

In!; thta tax may bo determined . 
ly a low oolleetion cost. 

from which tho actll&l coat of collect• 
Tho tax Ia ree;ardod ao havine; relative-

In •lew ot the appreciable revenue der ived therefrom, tho alauranoo 
at Ito colloetion, the miniaum litie;ation, and tho minor attempts at 
tax Avoidance or oYasion oxporloncad. to date , the BW"eau roeo•e.nda 
that the tax on tho transportation of oil ~ pipo llno bo continued. 
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TAX ON CHARGES WADE FOR THE USE OF SAFE 
DEFOSIT BOXES. 

Sectlon 741 ot tho Revenue Act of 1932, 
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Y1elc! for fisce.l yoe.r - 19,36 - $1,997,409.57 
Yield for fiscal year - 1937 - 2,000 ,000.00 Eatlmatoc! . 
Number of t axpayora - 10,600 
Rate ot te.x - 10 per cont of rontt.l cht.r&•• 

Statutory back,;round. - Section 741 of tho Rnonuo Act of 1932 
1mpo4es t. tax of 10 per cant upon tho chur;o made tor tho uoe .,r uro 
depoait boxes , that 1a, any vault , safe,box, or other receptacle ot 
not more than 40 cu~tc toot capao1ty uaod for tho ae.fokdop1n& or etoror;o 
of jewelry, pl&te, mono~, apeeio, bullion , etocka , bonda , securittea, 
valuable paporo of any kind , or other ve.luab1o proporty. 

Tho t&x beee.ae otfoct1n Juno 21, 1932, t.nd will continuo until 
repealed by &n Act of Co"6r••• · No e.utem&t1c repeal date 14 provided 
for thia tax . 

Thoro have boon no rovialone in tho base or tho levy or tho rate 
of tax a1nco Ita enactment. 

Eeonoaic basil. - Tho t&x Is t.ll. oxciao tax and 11 payable by tho 
persona payln& the rental charseo, and is collec t ed from ouch persona 
by tho loeaor of tho aafo dopo41t boxes, who In turn reports t.nd pe.yo it 
over to tho oollector of internal revenue for the dlet r1et In wbloh aueh 
lessor 1a locat.od. A ohoelc of tho returns filed In ono month showa that 
the number of lessors filin& safe dopooit box tax r e turns Ia t.pproxtmotoly 

10,600, 

Ineguitlas . - Thoro Ia e.pparontly no conflict In tho subjects taxed 
so far aa Federal tax ta concerned. No information ia avail&ble to ohow 

whether tho imposition of this tax retarded tho trade or c~rtt.llod tho use 

or safe deposit boxoo. 

Thoro ia no evidence of any ta· avol~co or evasion of thla ta x. 

Adainlotre.tlvo dltrlcultles. - Tho t.dJ:olntotratlon of tho tax dooe not 
require any involved procedure. Tho provisions or the reg~l&tiona do not 
i.oposo any undue burden '-lpon the taxpayers or lessors. In tl':ia lnotanee • 
tho returns require relatively a simple audit since tho t&x ts measured 
by tho a.mounts chargee! for use of te.xo.blo oafe dopoolt boxes . No otattotlco 
are e.vailt.blo tram which tho actual coot of colloc t lnr; this tax may bo de­
termined, but trOD tho yie ld of revenue obtained, t.nd tho fact tht.t only t. 

oaall part of tho tiao of very to• eaployoos is conouaed In tbo t.dalniotre.­
tion of thlo tax , it io a.pporont that tho cost of collection Ia oxtroaoly low. 

"iuco tho tax yields a aubotantit.l revenue and h not costly to t.d­
minia;er, it is roco.mondod tht.t tho te.x bo continued In effect . 
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3eetlon 751 of the Revenue Act of 19)2. 

Tax ropoaled January 1, 1935· 

Rate of tax - 2 eontt per cheek , etc . 

Statutory background. - The tax imposed by ssctlon 751 of tho 
Revenue Act of 1932 , applied to chocks, drafts, or orders for tb~ 
payment of money drawn upon any bank, banker , or truat company. As 

originally enacted and later amended by Consreso , tho t.x wns to be 
effective during tho period Juno 21 , 1932 to Juno JO, 1935 , !nelualvo, 
but -• repealed by eoctlon 606 of tho Revenue Act or 19)4, offoct!vo 

•• or January 1, 1935· 

Thoro were no revisions In the baao of tho levy or the rate of 

tax during tho effect! ve period. 

Economic basts. - The tax wae an oxolso tax peyablo by tho 
draftr or the Instrument. It was !apeeod upon every pereon drawln& 

a taxable lnstr.....,nt, but the statute provided It -• to be collected 

by the bank upon which drawn, by chergln& the amount of tho tax 
against any BCcount of tho drawer. Tho bank repor ted onn p$ld all 
taxes collected by It each month to tho collector of Internal rovonuo 

for tho district In which located. 

Inesu!tles . - There no apperenUy no conflict In tho subjects 

t axed. Information subolttod by banke tbrou£hout various section• 
of the country Indicated thoro waa a al!~t curtailment In the uao of 
checks , etc. The rate or tQX was 2 ennt~ per cheek, ute . , regurdle51 

or the amount tor which tho instrument wa~ 1rawn . 

In aom.::o tnsta.ncoa , the t.tt-x we.:1 t.Vt,iclod by a su'bat1tut1on or in­

struaonto Jrawn upon the ~r hlmoolt but paynblo thro~ or at 
certain 'bo.nk:a under separate contract betlo"'en uker and bank, the 
terms of which did not obl!SfttO the bank to pay the Instrument 10 that 
the bank wo.s Vllthout authority to chorge the amount of the tnstrwoent 
against tho a ccount of tho mnker. Lo61alnt1vo history deter~lno that 
au.ch elt.sa ot tnstrwsaonta abould not 001110 -,.•1th1n tho acopo or the tax. 

Adain!atntlve d ! fl'1cult1os. - No Involved Bureau procedure wu 

required with respect to tho adminiatratlon of thla tax. Tb• pro­
visions of tho r egulations did not !apoao any anduo burden or hardab1p 
on ta.xpe.yera · or banka. The audits wor·o very .dmple •ince tho ta.x waa 

based on the number of chocks p&!d bj" tho banks • 
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" 
It it 11 oont.toplo.tecl to rec-114 the ,_.,tMnt ot thio tax, 
the l&ft&ua&e ot tbe 1-w, to prennt ux noicknoo , oboulcl be br~ 

enougll to inclwle uoy inltriiMnt drawn on the -.tor _.,4 po.pble o.t or 
througll 1.11)' bo.nk , bo.nker, or trust ooapo.J~J , rep.rclllu ot the teru 

or o.ey contract or aue-nt between the Mker of the lnotru.nt o.D4 

the benlc, etc" 

The ux 1o ol..aple of o.dainlotro.tion o.ncl 1a a nry proclucthw 

aoaoure troa a revenue otU>dpoiut, but Con&reos h&•in& aeon fit to 
repeal it, tho Bureau is inclined to ... ke no re~ndo.tion tor ito 
roeno.ctaont at this tiae , unloso it io desired to ro.ioo additional 

r<ovenue. For the tlaco.l year ended Juno :JO, 1934, tho tax ylolded 
$41,)84, 196.(.6 &nd It 11 belined that It reenacted tho tax Wldor 

present eollllltiono would yield 110re than $.SO ,OOO,ooo.oo. 
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10;) 
ux o~ roB.-rr.o .:ttJWI"''S, eTC. 

Tl tle IV, Revenue .let ot 1926, u aaended. 

- ·· - $501,165,728. )9 
5)0,000,000.00 
7 .1~ 

Yield tor fiscal year l9~S ··--- ·-­
~ stlJAAtod yiold for flac~l yoo.r 1937 
;.pproxirru~te n\Uilber or t .. xp;A.)'era ------- - ·­
Rates of taxes (various) . 

St11.tutorY background .· - The Federl\l to.xoe on manufactured tobacco products 
are among the oldest taxes i n force toi ay. Thoy wore lmpoood orl~lna1Jy under 
tho Act of July 1 , 1862, end while the tnx r ates and clasol flcatlono of tho tax­
able products h&vo been ch~ngod frou tlmo to time In lo.tor Acto, the tob~eco 
tuos h~v• bodn In offoct continuously slnco 1662. Clsar<>t te popero IUld clsa­
rotte tubes were added to these taxable products by tho Revenue Act or 1917 and 
have been a!Allarly subjected to taxation In tho aubsoquont Revenue Acts. The 
tuos now In toreo aro Imposed under Title I V of tho Revenue Act of 1926, and 
are lovlod at tho following rates: 

Claosifleo.tlon 
Rate of t a:.r 

~anutaotured tobo.eeo (smokin& nnd chowlng) 
and snuff--- · ------ - - - - ------- --- -----·- ··-------·-$ 

Cl£aro weighing not more than 3 pounds por 1,000 -- - -·-­
Cie>&rs wols)>ln& more than 3 pounds per 1,000 tr m<\nu­

raoturod or impor ted: 
To ro~il at not oore th~n 5 eenta ench ---·- ~· ----­
To retail at more than 5 cents ea.ch o.nd no·t aore 

tho.n 8 cents e~ch - - - - ----- · ---- ------· ------­
To retail at more than 8 cent s each ~nd not ~ore 

than 15 eento each -------- - --- - -- ·------------­
To roull o.t m.ore than 15 cent.£ eAch and no·t aore 

thtan 20 cents each - ·-----~ - -~-----· --·- · ·----- · --
to retail at moro than ~0 cents ~uch --------------- · 

Clpr·ettoo we1£)>1n6 not .,oro than J pound• ~r 1,000 ---­
CI&arettea wel&hln6 aore than J pounds ~r 1,000 ----- - -­
CI&arettoa Ml£)\ln& more than 3 pounds por 1 ,000 and 

moo.euring more than 61 i nches in l en&th ; 4&Ch 
2-3/4 Inches (or fr~ction thoreof) of ~he lensth of 
Ol Ch to be counted as one cigarette• - - --------- - --- ---

CI&&retta pa~ro: 
On et.ch pt.cka.go , book , or eet con\.ah,1n51 

Uorc th~n 25 but not more than SO papers ----------- ­
Yore than 50 but not more than 100 popors ---------- ­
uoro than 100 papers , for ·~eh so po~or o or 

fractional part thereof - - -------------------------
Cir;aretto tue<>s: ----------------Fifty tubes or fractional port thoroof 

• Clo.a•lflcatlon as addocl by ooetton 610 
ot tho Revenue Act of 1'34• 

.18 por pound . 

.15 per 1,000 

2 . ;)0 • 

) .00 • 

5-00 

10 • .50 • 
13 . .50 • 

• 

J.OO • 

l- cont .. 
1 cont . 

l cent .. 

1 cent . 

• 

• 
• 

• 

• 
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~no~1c basis . - The taxes on tobacco producta , ote., are exctae 
taxes paya l> le by tho manuf~cturors or Importers of such products. Tho 
tobacco Industry conotitutos one of tho major Industries of the country. 
According to the Bureau records, thoro are at present 4,660 manufacturers 
of cigar a and cigarettes, 676 illllliU1'acturora of tobolcoo and snllff , 18 ll&nu­
facturera of cigarette paper• and tuboa , and 1,814 reglatored dealora In 
leaf tobacco . For the calendar year 1935, the recorda of tho Bureau ohow 
tha.t 1, 352 ,4 74,053 pound a of leaf tobacco were received from fal'lllera and 
s rowers , 775, 932,o61 pounds of tobacco wore uaod In tho manufacture of tax­
ablo products , )42, 727,651 pounds of manufactured tobacco and snuff wore 
producod, 144 ,881,256 ,767 nwnbor of clt;ars and cl&&rottes wore produced, 
343,537 ,592 pounds of t obacco and snuff and 144 ,6o5 ,6:l2, 180 nuabolr of 
cigars and clgarettea were reaoved for sale and coneuap~lon. 

~~'hlle the taX6S are exet see, their ontor cear.ont nocesa.arily requlree 

a certain dogree of rot;ulation of tho Industry . All manufo.cturors and 
dealers in leaf tobdcco aro roquirod to operate under bond , make monthly 
report s of their tranaactlons In tobacco m&teriale and taxable products , 
and of the amounts of Internal aevonuo atamps purchased and used. ln 
addition , e&nuracturore and dealers are requirad to render annually on 

Janu~ry 1 1nventor1oa or tobacco m&ter1ala ,·manuraet~r.4 produeta, an4 
sta.mpa on hand. By t Ar the grea.t·or put of the ro•onue derived fro• 

those taxes is attribut~ble to the ta x on cigarottoa. Such tax ~lt;ht bo 
considorod bit;h since it amounts to 6 cents per package of 20 clt;rottes . 
However, tho tax has not retarded tho manufacture ot ctgarette a or 

lessoned their consumption as evidoneod by tho fact that tho collections 
hu•e boon 1ncreas1nt; aubatentially durint; the past sonral yoo.rs. Indood , 
for the fiscal yonr 19)6, the collections ""ro tho l arr;est In hlotory . 

Inequities . - Tho exporlance of tho Bureau In the administration 
of those taxes bas not disclosod any conflict with other taxes , whothor 
Federal or State . l'o conflict c.rl••• with respect to local taxes since 
such U xoa a.ro ordina.rily 1:210std en tho roto.il ao.loa , l'hereru the Pederal 

taxes are iapesod upon tho withanvl of tobolcco products tro:11 tho factory 

tor consumption . 

Adminlatratlon. - By far tho t;roator part , at least 90 par cent, or 
the tobacco taxes are collected throut;h use of stomps affixed by taxpayers 
to tho taxable producta. Hence , tho administration with roopoct to such 
collections ts not involved. Ho.evor, all of tho taxoa ~re not collected 

by stampe and aonthly report& roquirln& usoos11ont: ot taxes are tllod 

with rospoct to the tax on cigarette paperS a.nd tubte. t .!: ~~~~~~~ dis­
as soe imonta are al so required in casoe of unpaid etaap . 1 rrect 
closed a a 1. result of a.n 1nve$ti&&t1on . Those t•xos have boon ~ 0 d d 
for such a long period of time and tho industry Ia ao well organ ~·tan 
regulated that the Bu.roau has no major difficulties with rospoct o ax 

a voida.nco a . 

The WOrk of tho S~rO&U 
Information roturna tiled by 

include• •~d1t and exaa1nat1on of aonthly 
sanur~cturers ~d dealer• . the vorlt1catian 
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of tho1r t ro.neact1ona In tobacco •ter1ah (wb1cl\ h -.de throuc~> uee 
of .. ct.anical equ1paent), detoralnatlon ot tax wi th ouch aooeoa.ent 
ao .. y be required In tho caao , mak1n& r oqueata for 1n.eot1&at1ono to 
require t ax payaente , reviewing roporta ot auepected Y1olat1ona , con­
sideration and action upon offer s In oompromlae, appro~l of pacta&•• 
used In putt1n& up for oale or consumption manufactured tobacco products , 
rul1n&a wi th rospoct to application of taxea and conatruot1on of the 
r ogul at1ona , adjuatmonto by cln1aa , 1aou1ng of por~1ta for tax free w1tb­
drawola of t obacco products for tho uao of tho Un1tud St.tea , coap1lat1on 
of at~t1st1co with respect to tho tobacco industry , etc. 

The actual coot of collect1n& these taxea io not known. However , 
cons1cler1n& the aubstant1a l revenue clor1nd thorofr oa and the little 
cl1ff1culty incurred In their collection, tho coat of collecting these 
taxoa Ia 1na1&n1ficant, 

Tho taxes on t obacco proclueto furn1ah ouch an ooaontlal part of tho 
GoTornment•a ro.enue tbat their continuation .. y be accepted aa a .. tter 
or course . Honea. no recommendation ie made wiU\ respect thereto. How­
over , the Bur eo.u ia cons1cler1n& certain propooocl aaonclaenta to tho adaln-
1atrat1Ye pr ovisions of the law, wblch relate t o Mttora such as tho 
elaaa1t1cat1on or a manufacturer ot tobacco . a tobacco srowora' cooperat1.e 
aaooclation , and to t he st~tu tory roqu1remonta concerning tho packaging and 
branding of manuf!lcturod tobacco produete , oto . 

' 
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'rAX Oli 'l'liB AliOOlil' P.I.ID ?OR ADUSSIQI !0 JJJT ?L.lCE 

Section SOO(a)(l) of tho Rovenuo Act of 1925, 
ao llll>ended. 

Yield for the fiscal ~ear - 1936 - $ 15,560,54?,76 
Yield for the fiacal ~ear - 1937 - 15,600 ,000.00 
Number of t~ayoru -------------- ~.400 
Rate of tax - 1 cent for each 10 centc, if ~1 cents 

HX! 

Eotimat od 

or t~ore . 

Ststmorv bfclc.,"Tound. - Tho i'oderol ux on aoounto 'l>!lid tor adl>inl on 
to 8nf plnce , Including aW.iaalon b~ season ticket or .ubscr iptlon, woo 
!!rot impooed b~ section ?OO(a) of tbo R~venue Act of 1917 effect!•• 
llovocbQr 1. 1917. 'l'bo ta>: nc \('Vied ~.t the rate of 1 cent for each 10 
ccntl or fraction thereof of the anount eo ocid . ~e ta= also ap~lled 
to the admiaslon of children under 1?. ~eara of 86e ?h~re an adDiaaion 
char..,e for eueh childr en "as ..a.dc , but In ouch caoe tho tax traa fixed a t 
1 cont. I n s ection ?OO(b), thic Act provided for nn equivalent tax In tho 
cola of poraona (except bona fide o~>loyooa, gunic\~al officers on official 
bualnoon, end childr c::> unt.cr twelve ycttro of O(;O) aW.Htod f r eo to an7 
,laeo n.t n time ;than and undor circu.mt\tancoe un(l.or 19hic~ an adm1su1on 
chnr£,0 ".Tea made for other ocraona of tho ua.oo claao. ·-hlch tax ,., paid by 
tho ocroonG no s<lmitt o<l. !roo. 

Soetion 700 of tho Rovonur .'-"t ot 1917 ~xomptad CX."/ odmlsaiono, nll 
of tho procooda of trhi et. inurod oxclualvol~ to tho bon· fit of rcl i&iOUI, 
oducetionll1 , or ct.aritable ln~titutlono, cocictia a, or or,e-~i ZEttiono, or 
adei oaion• to a

0
;ricultura1 fairs nono of tho profits of 11hich ·•or o d1atr1-

butod t o atockho1~~r• or ~c~bera of tho ~aooe1nt\on conducting tbn same. 

Tho tax""" r ;.mactcd in aoctiona 800(4)(1) end (~)of tho Revenue Act 
ot 1918, effoetivc .1.-. r U 1 1919. "lth thr. fol ln.,ln& eht.!>6cs: tbe apPllcn'-lcn 
of tho tax vith r cat>oct to th~ ~1aa1on ehorgcd f or chUdr<>ft undor 12 !118 r1 
of &,.o ...,, oli!Olne.tad ; and the <~::COl)Uon t o tho t:»: on tree ocbio~io~• "'" 
onlcrgod to include •p~raono In tho m111tar1 or l>!\Vnl forces of t.:.. Cnit~d 
Statue when in uniform• . 

'rho oxumpt ion ..,r ovlalona woro Gillill\!"1)' r conoctc<\ in ooction 800('1>) 
of tho Rovonuo Act of 1918 but ~ero OA~oadod t~ i~cl~do rAmiaoiona all 
of the Y>r ocoods of .,!li ch 1~urod o:<elueivoly to t~o honotlt of •aoclotica 
for tho provollt ion of cruelty to childNn or N>lmalc , or oxe1uslvoly t o 
tho benefit of orca~i zat iona conduct ed for t!lo ool o ~xrnoeo of oaintoining o)'1111)ho~ orchoatrsa r.nd r ocolvin<:: a\\botont ial oun'~ort !roo voluntary con­
tributions , nor.c of tho ,.,rof1ta of ·.Thich ~ro <l.lot rnutGd to mcoboro ot 
.ucb or(,t~:~hation, or c::cluoivol)' to t !••' 'bonvflt of r.oroono In tbc 1111\tar)' 

or naval torcos of thO Unllcd Statoa". 
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Tho tax on &mounta paid for adateatona was continued tn 
.. ction 800(t.)(l) of the Revenue Act of 1')21 , otroct1YO Janu•ry 1, 1922, 

with a sonort.l •~•~rtion fro~ tho ta; in respect to o.mo~nts of 10 cent1 

or loss paid for admissions . The tax on froo admi•slon• wa o repealed by 

oection 1400(a) of tho Revenue Act of 1921 . 

The exe~ption prortalons .. -..ro Ulcnhe contiDUed in aection 800(b) 

(A)(B) and (C) of the Revenue Act of 1921 and were enlar&ed to include 

admissions all the proceeda ot which inured e xclusivoly to the benefit 

or •a.ny poat of tho American Legion or tho women' s auxiliary units 

thereo£ 11 ; aooletics for tho purpose of •improving a.ny city , town, villa,o , 
or other municipality , or of ma1ntain1n& a cooperat1v~ or community center 

!loving-picture thea tre - if no part of tho net earnings thereof i nures to 

tho benefit of any priv&te stoclcholdor or individual• ; •exclusively to tho 

benefit of persons who ht.ve ••rved in aueh forces (tho ai11tt.ry or no.vo.l 

f'orces or tho Unltod Statoa) and are tn nood• ; •or adalaalons to any 

exhibit , ontortainnent , or other pay toaturo conducted by such association 
(an agricult ural fair association) as pt.rt of any such fair - i f tho pro­

ceeds thorofrom are ~sod oxc luslvol y for tho lmprovornont , maintenance , 

a.nd operAtion or such agricultural fairs" • 

Tho tax on ..,.ounts pt.ld for adaiuiono ,... continued in section 500(a)( 1) 

of tho Revenue Act of 1924, effective July J , 1 92~ . with o.n !nero~•• to 

50 cents in respect to tho admission pt.Y=Onts exempted &•nerally froa the 

tax . 

'i'he exemption provisions were roonactod by section 500(b) or tho 

Revenue Act of 1924 , but thlo section omitted n&.~~in& •any post or tho 

Aaer1ean Le&lon or the woaen•:s auxtli&.ry units thereof• and extended tho 

e7empt1ons to admi ssions the proceeds or wbieh inured •oxclusively t o 
the boneftt of Nat ional Ouard organizAtions , Rosorvo Officers' aesoci· 
attons or or~ani t.a ttona , posts o.r or5u.ntzatlons of w~r.r votert.ns, or 
auxiliary units or soetottos or any such post s or or&anl tattons , tr 'uch 
poata , organi zations , unite , or sociottoa are org~nitod 1n the united 
States or ~ny of its pouesalons , and if no part of their not oarnln&a 

inuroo t o tho benefit of o.ny priva te •toclcholdcr or ind ividual•, and to 

t.daisoions which inured •excluoivoly to tho benefit or ""aberS of tho 

police or fire d~partmcnt or any city , to~ . village , or otber munlcl· 

pality , or the dopend~nts or hulr$ or auch m~~bcrs• . 

The t~x was reen~ctod in soetlon SOO(a)( l ) or tho Revenue Act of 192~ • 
etreetivo IIJ.rcb 29 1~26 , with n turthor incr.>,so to 75 eonts in r o:p••; 

0 

thol e.daiuion po.~nts oxcaptod ~;cno,...lly fro10 tho ~..x~ho';\~!;~!:\.~\.:n 
roree today la iaposod undor the Rovonuo Act or 192 • 

Qonded ~t vartou_a t imoe . 

Sect ion 4ll(a) or tho 
changed the law to read as 

j(ovonuo Act or 1928 , erroetivo Juno 29 , 1')28, 

f ollows; 
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•A tax of 1 eent for each 10 cunta or rr4ction thereof 
or tho .. mount paid for ad!lisolon to o.ny place lneludl cU:U 
sto.n by ••~•on tlekut or subaerl~tlon to •- :~ld b tn&h a • -. 1 r · · • vv r- Y . e person 
P•l n& or 1ueh o.dmiftsion; e xcept that ln caae the amount id 
for adrn1ro1on Is $3 or loss , no tax shall bo Imposed and :ace t 
that In eAOO of admission to a prlzo fl•kt or box! ' xi P. th 1 o.o• • ng , apa.rr ng, 
or o or pug! istic match or oxhlbltlon, ror which the amount paid 
for admission Is $5 or more, tho tax shall bo 25 por cent um of 
such amount: Frovldod , That an equivalent to.x shall be collected 
on all free or compl!montery tlekoto or admloalons to ouch pri ze 
fight , or boxing , sparring, or other pug111at1e match or exhibi­
tion and tho tax •hall be on tho nmount for which a slgl l<r seat 
or box Ia cold at the said lllllteh or oxhlbl tlon . .r.aounts paid 
for c.d!llsslon by season tlckot or aubacr l!>tlon oha 11 be exegpt 
only If tho amount which would oo charged to thn holdor or :ub­
a~ribor for ~ single admis~ion la ~3 or l oaa• . 

$Cct1on 7llla) of the Rovonuo Ao~ of 1932 , otroetlvo June 21 , 1932, 
tosothor wl th ooetlcn 219 or the llatlonal Industrial Rocovory t.ct , offoctho 
Juno 16 , 19.32 , revised the statuto to roc.d u follow" 

•A tJ.). of 1 cent for OJ.Ch 10 e"' nt .. or fri:lctlon theruor 
of t ho amount paid for •dmiS31on to uny plucu , lncludln& t.dmls­
slon by sa~son tlckot or subocr ipllon , to bo plld by tho poroon 
pu.ying for such ..... dm1ss1on; oxcopt .. h ... t in co.=o thv o.mo\Ant pc..id 
for c.dm ission is }£1L6 th:...n 41 c . .-nt$ 1 no t~x ohJ.ll be imposed . In 
tho c~so or parsons (oxcopt bon~ fido 'mployoos , munleip~l ofricors 
on orftolo.l busine>S, a nd childron undur 12 yoars or a&e) admitted 
fre..t or at rodueed rates to n.ny plo.co u. t 1.1 time when and under 
circumstances under which an adoisaion charge is ~de to oth~r 
porsons , uh oquivalcnt tax ah•ll bu colloctod bused on the price 
so charged to such oth~r per1ons for tho ~amo or siailar acco~· 
datlons , to bo p•a.td by t~l) po•·aon so a.Caltt·ld , ... xeopt th.1t no tax 
&hall bo Imposed In tho oa&O or poraon• adalttod tree to any 
apokon play {not a cochQnlcal ruproductlon) , whothcr or not set 
to music or w1th mus1e~l par~• or ~ccoap~nl~bnts , which is a 
consocutiv"' narrative :1ntorprotJd by .-. •atn&lo sut of ehe..raetere, 
all noe~as~r1 to tho dovolopaont of tn' plot , tn ~ or moro acts , 
tho ·l,o;·formllncc consu:1in.; cor<. tt:.an 1 hour and ~5 minutoo or tlts.3. 
~\llounts pstd for ad.cission by so.110J\ t.Sokot or su.b:.Jcription shall 
bo uxoort onl>- If the nmcunt Vlhlch would bo char&•tl to the holder 
or subscribed for a slngl< t.dmloalon le loss than 41 cents•. 

Tho epoelrlc oxnmptlono •NOJro contlnuod In ooction SOO(b)( l ) and (:?) of 
tho Rovonuo ACt or 1926 and wb!lo In of l'oct tod•y undor ouch soctloo, they 
havo oleo boon amondod at vRriou.a tim~• · 

Soctlon 7ll(e} of tho Revonuo Act of 1952 added a now subdlv!oion to 
the e 7ompt1on pro.tslons or aoctlon sao ro~dtnz ae tollows: 
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•(e) Tho exemption fro2 tax provided by aubdiv1oion (b)(l)(A) 
shall not bo allo~od in tho case of adaiaelona to wrestling uatcboo 
pri •• fights , or boxino , sparring , or other pugilistic aatchoa or ' 
exhibitions. Tho exemption fr~ tax providod by oubdlvision (b)(l) 
shall not be ~}lowed in tho coso or admlaoiona to any athletic 
gamo or exhibition tho proceeds of whioh inure wholly or par t l y to 
tho bonofit of any college or univoralty (includinb any acade~y of 
tho military or naval f orces of tho Unitod Statos) . • 

Soction 801 of t~e Revenue Act of 1936, offoctivo Juno 22 , 1936 , 
amondod suction SOO(bJ(2) to oxtond tho exemption provisions to lncludo 
•any adm1ae1ons to concorts conducted by a civic or comQunity memborahip. 
association If no part of the n~t oarnlnso lnuros to tho benefit of any 
stockholdors or me1:1.bors or 3uch a ssociation• . 

Tho tax , since Its Inception In tho Revenue Act of 1917, Is peyoblo 
by tho person paying the admission chars•• (or by tho person under oiailar 
circUJaat:..ncea o.dm.l ~ted f ree) . 6.nd !a eo llected by tho person reeai vin& the 
payoonte for admioolon , who In turn rop rt• and pays tho tax collected 
oach month to the collector of internal rovonue for tho district In which 
his prlnoi pal place of business is l ocated . 

Accordingly , t o aid In tho admlnlotr~tion of this t~x and of other 
taxos slmll~rly collectod or withhel d , :action 607 of tho Revenue Act of 
19.34 . orroctivo l.!o.y 10, 19.34 . """enacted to provide that : 

"Whenover any per!ion 1a required to collect or withhold 
any internal-revenue tax from any othor person and to pay such 
tax ovor to the United States , the a~ount or tax so collected 
or withhold sh~ll bo hold to bo o. spoolal fund In trust for' tho 
United St o.toJ . Tha amount of such fund shall bo assessed, eol­
loetod , and paid in tho same manner and subject to the same pro­
vl alono and l!Qitstion• (Including ~ono.lt1o•) as aro a pplicable 
with roupeet to tho taxea rroa ~hlch auch tund arose . • 

The tax on amount! raid for ad.al salons ''111 continuo ln effect unt il 
tpuclflcally ropoklod . Bowover , ooetlon 711(~) of the Revenue Act of 1932 , 
aa amended by ecc tlon 212 or tho t•atton ... l !nd\utrlal Recovery Act and 
Fubllo Ruolut lon Uo . ,:)6 . 74th Congre•• • ~roorootlvoly amend• tho law 
•o that t\B provlo~sly provided for in the amondmvnt aadc by s ection 411 
or thu Rovonuo Act of 1926 , kmount6 or s; .oo or l~G3 paid for admiss ion 
will or;a l n be o·o111p t from the tax on and .. rtor July 1 • 1937· 

Eeonomlo bnolo • • The tax la an oxclso tox ond lo poyable by tho 
T'ho ux affects t ho public directly 

pttrlona pay ing admis s ion chargee . t rt.a e.nd other ..m,uaemonta , 
but Ia oollocted by the oporotoro of thea ro• , spo • 1 0 
who ••ke reolttances each month to tho propvr collector or interna revonu • 

Regraded Unclassified



107 

Fa:,n:;ent or thia tax 1o belll6 ude In all or tho 61! collactlon cUotrlcta, 

A cheek or the retw-na ute for ont aonth ehowa ~t the nU8ber ot 
persono flllng admho lon tax r eturn a II ~p·•roxl.atoly !i , 400. 

Inogultiea . - Uth roepoct to any confllct In the oubjoct tuo4, 

It cay be ah ted that tll41l~r to.xea • r • I.Japoaod by anora l or tho Stateo . 

No 1ntorMt1on ia available , however, to show tn _.h-.t a :&.M&r •nd to what 

extent tho !>t<l to taxoa confllct wt th tho Federal tax . 

Prom tho eto.ndpolnt or Poderal tuxotlon , tho lntt:111t tax is rolatocl 

to tho v•rioua otbor t4xoe 1mpoaed unde r the sev~ral r•s~octlve •ub· 
divis ions of eoctlon !iOO or the Rovonu• Act of 1926 , ~• r.mor.ded . Thoro 

1~ no conflict , however , a1nce the several taxes ~rebut component parta 

or a design coverin& the &•neral subjt ct or ad.:ls zlo:11 aa a w11ol6 . 

It Ia not bollovod that there haa been any ~otardlng or trade or 

curtailment or businea• due to thia tax . The naturo or the subject t.ax'"--cl 

precludes tho use or substitutes to oac~po the ta~. 

V~rioua methods of ta~ avoidance havo boon resor ted to . such •• maklr~ 

orronoous claims for oxo•ptlon on bohalt or nonox6='t or~zatl ons; col­

lusion bot'tlfOOn certain offiear ~ cf UXOapt 0Tg;1-~l:.at1o::S a.nd prosot• rs 

under rtet1 tloua contr aeta, tho t eras or V.lch arc not lntc:u:u!eC. to be 

complied with; conducting t c.m ble arralrl without ... king reports tber oor; 

r "ducln5 adm.ias1on chnrs'-'• below taxAblo. t.QCunts for certain hours ot t.ho 

day or ror cor tain porrorpnccs or soate; failure to collect the t ax fro= 

the public; f'ailure to lcaop r ecor da , or koorln~ ~upllcoto o.r.d r~l•• r ecord• • 

lla.ny or these bft&lon:'l are dlscovc rad durin& fie ld e.uc!lta and rr-opor per:.al ­

tlea aro aaaerted In auch caae~ . 

Adalnlatratlve dltttculties . - there l~ no in?Ol~ed aure~u rroced~r• 
In adminlltorinr; this tu. As t he ta7 on ad::ohslcns hu been In otf'ect 

since 1917 , tho rugulftll ona or the Jur~au he.ve been rov l aed fro= tt~e to 
time to moet. changing condlttor:.s . a nd tho re cord ~ now requ1rocl arc hardly 

aore than those neeoatar y for the purpoaos of tho por~on s required t o col ­

lect tho tax froa tholr po.trono . 

The audit ot tho r o turns or th is tax rc~atrc::. a dota1lcd exastnatlon 
1 

or tho numb¢r of tlcko t a of e.dmission ao l J , tbc daily ••1•• arA Ferror~ce 
for which aold rocorda or rrco or r odu.cod rate • cl,:ai :-Jtons . tho nuabor c r 

unaold ticket a • for oach ptrforc::ance , and t ho c xeopt1on.:.i • refund:~ • or crecU t.l 

eld.aed . 

Jlo atatlatics a.re afttlable tr:xa which the aet;Jt.l coat or eol!:t!"' 

thia tax may be determined. the t•x ytelJ.s a $U'bat.antlal rever.ue tJ 

adJII.inla tration is not unduly com:pllcated . Hence , the tax Is reprJed &I 

one havln& relatively a low col lectlor. ~ott. 
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A• the statute 11 now worded, no tAx may be • ••••••4 wben lt wal 

o.ot. collect•d trM the publlc , e1the.r tb.rou5h- 1&-noranoe or tbe law or 
otherwito, o:..cept ln t.ho caae ot a •per son who wtllf\ally talla to pay, 
collect , or truthtullJ ~cco~t for and pay over • tueh tax, tn which 
case it uy 'be aa5oaeed •• a penalty under tho provhlons or 
uotlonUJ.4(d) or the Ren!Ole Act of 19~6. It 11 praot104>lly !mpo .. l · 
'blt to rrovo a •willful failure• to COIIply 'With thl lt.\'h t.n4 very little 
tuccoat b•• baen acC011plhhod in ••••rttn& tholl poualtloa. Thua, eub­
ste.ntlt.l loat or ronnue has reault~ . To re•ecly thh appa.rent defect, 
1t 11 .wuoat.ed that tho adair.latrati'ft pro•lllonl or tho law bo a.aen-d.o4 
to pTov14t that a_ny person who, reprdlou or tho roaaon tborotor, tlkila 
to coll~ct \.be tax upon aaountG paid tor •da1Je1ona {or the ta..x 1apoao4 
ullllor aq ot tho related subdirlatona ot •octlon SOO) , ahall be subjoet. 
t.o & lhblllt.7 •qu.al to tho aaount ot t&,x not. coll•ot~. 

Stac.e the lnat&Dt tax yteld.s an a ppreotable uount or renmae and 
on the wbole 11 not 41tt'1~1t to ad.alnJater, lt. ll reoa.aended., aubject 
to the a bo••-aua•at.ed a.:!!nd.:.e'C.t., that. the tax be oontlnut4 at the rate 

no• to tore.. 
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'!'AX a;' TICKETS 01 AIIIIISSIOll SOU> AT PLACIS O'l'lti:R 
T!Ull TllJi TIOUT OlJICE 01 Tll3 TKUTIU!, ltTQ, 

Section 500(a)(2) of ~ho Revenue Act of 1926, 41 amended, 

Yield for the fiscal year - 1936 - $ 117 463 35 
Yield for t :>a !heal year - 1937 - 125:ooo:oo :::oHoated 
l>"wwber of tal<})8Yero ----------- 100 
Bate of tax - 10 pc;r ceat of t!le e:zcoaa char~ crvor the 

recular or ea~abllabed ~Ice or charge. 
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StatutorY bncWoW)d. - The ?ederfl tax on the Oltount of the exce•• 
charco mad.e for t.ickote or admission to theo.troc , op<JrA~. and -ot~o-r pla.cea 
of amuoement sold at ~laoea othor than tho tickot officea of such theatrea , 
etc., ~'88 firs~ impoaod by coction BOO(a)(3) of the Revenue Act of 1918, 
effective April l, 1919, nt the rate• of (a) 5 rer cent of tho excosa If 
told at a price not t o exceed 50 cents in exco1a or tbe eetebliahed price 
tborefor at ~~ ~lekot offleo nlua tho a&ount of t he tax !mpooed on the 
o4ahalon charE,e. and (b) 50 per cent of the wllole ODOUDt of such exceaa, 
1f aold for oore than 50 cents 1n excess of tho sua o! tueh eat•blieho4 
price nlus the ar.aunt Of \U on tho OO::Iinaion ebar;e. 

Section BOO(b) of tho Rovonuc Act of 1918 oxocptod any adnies\ono all 
the ~roeoede of whlch Inured exelueively to tho bonoflt of roligioua, 
educat ional, or eharitablo lnutitutiona, aoeiottoe, or ?r&anl;at\one, 
aocletice for t h( nrcvont1on of cruelty to chlldron or on\mals. or ox­
elusively to tho benofit of or~izat ione c1nduetod for tho aole ~ur~oeo 
ot ~1nta1ning ~~hony orehoGtr&a anC r ocelvina aubatantial su~~ort tree 
volunt3ry eontrlbutiooa. nono of the nroi1te of which wore distributed to 
=•abers of such or~i~atlona . or exelualvoly to tho bcnofit o~ ~craona tn 
the •llitary or noYol foreoo of tho United Stateo. or .Aales!one to ecrl­
eultural fair& none ot thtl nrof1ta of ,;h!cb .,e!"o dletribu.tod to atock,.. 

holders or mecb~r• of tho aaaoclat ion conductln& the S&DO. !his cxe~tton 
Alao applied to exccee cMr~• 1D caaeG nhcro all of tho 1Jroce:eds fro:a web 
oxcoca charge e \nurod oxclualvoly t o tbc bonof1t o! tho cx~t or~lcatlona 
oooeiflcally """'od. 

Soetlon P.OO(a)(2) of ~he R<.vQDUO Act of 1021, effective JIJZl\l.UY 1, 
1922, r oonactod tho to.x. on oxcoGt: charcon f or ttckotu of admUalon, aa 
1aposed by soct lon 800(a)(3) of tho R. vonuo ~t of 1918, without chan&•· 

• 

Section BOO(b)(l)(A)(B) ucl (C) of tl>o Rev•nuo ~t of 1921 roonactod 
tho cxo~tlon provtalona of &cct1o~ SOO(b) of the R'•~nuo Act of 1918, but 
oxtondod thom to ad.:Jlaatona all th.! -.,rocoe43 or .,:,tc'l inured oxclu.livoly 
to tho benefit ot •any poet of ~~~ Aa-rlcen L ~Jon or t hn qODOft

1
8 ~tltary 

unit a thereof• ; at>C19t loa !or t!:o purco;so •or SprOYln& aJ'J$ city. town, 
Tillage, or oth. r :unlelpallty. or of cclntalnlnG n eooperat!Tc or e...unltT 
eonter •ovlng-ptctu.ro thofttro - if no part o! tho net carninJ• th--roo! 1nuraa 

-------~·----------r~ . -· 
• 
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to th~ bonofit of any ~rivata atoe~boldor or 1~.1Ylduol•: •exeluai•elr 
to tho bonorlt of persona ~ho hnvs oory•4 In ouch !oreoo (tho n111tnry 
or nAV3l rorc~t or th! UD1ted Stntoa) end aro in need•: •or edolwalont 
to MY oxhtblt, ontort~noont , or other p&y featuro eon4w:tod by ow:h 
aesoetntion (Rn ~!cultural !air aeooe1nt1on) no p~rt or .ueh fair -
if tho procoeda tll!):-efrom arc usod exclueivoly for the icprovorH:~.nt. 
~lntonrnco, nnd oporstion of tuch ~lculturnl fnira". 

Scotton 500(n)(2) of tho Revenue ,\ct of 1924, offoetlvo July 3, 
1924, ronnnctod th~ t~ on oxcett charco• tor tlckots or ed~aaion, na 
tnpooo4 by section 800(a)(2) of tho R~Tonuo Act or 1921, without chango. 

Soctlon 500(b) of tho R•vonuo Act of 1924 roonactc4 tho exemption 
pro,•hlono of section 800(a)(1)(A)(B) M4 (C), but oahto4 D8l01~ 'An¥ 
poet of tho A::.oriCM. Legton or the 1J011:2;D 11 nWtilitUY u.nite theroot- and 
oxton4o4 thh o::oo::;>tton to ad<!holono tho procoodo or which inured ···­
c1uolvo1y to tho benefit of Nati onal OuAr4 orcnnlsatlono. Rcoerve 
Ottle,ra' oaaoetationa or orcanitatlona, poata or or&nnls4tiont or war 
• ctorane, or euxtlLnry units or eoclotioa ot cnJ aucb posts or or&aniz~· 
tione, if aucb poste. orgnni&atlona. unite, or eocletlea are organised 
in the United Stntos or 3n7 of itt poaatatione. and tr oo port of their 
not o~-nin~• inures to the ben~tlt of ony prlvftte atockholdcr or indi­
vldUL\111. Thia aoction eleo exten4od tho oxo11ptlon to &d.missione wblch 
Inure' ' t ''• the benefit of tWf privnto otoek.boldor or lndlv!dunl" . Thla 
eoetion also oxtendcd tho oxomption to Qdnlawiona which inured ftexclu· 
~1voly to tho benefit of ee~bora of tho po\ico ?r firo department of Anf 
city, town , village, or other euntcipnllty, or tho dependents or ho1re 

of such m3~bora• . 

The taxoa ~d the exemption proY1t11nl ftl tepoaod undor artd pro­
vl4o4 for In tho Revonuo Act of 1924 lforo roonactod ..f •hout chan&• In 
oootiona 500(a)(2) end 500(b)(1) nad (2), r o•poettvo1y, of the Revenue 

Act of 1926, erroctlvo M&rch 29, 1926. 

Soctlon 412 or tbe Revenue Act or 1928. orroctlvo Juno 29, 1928, 
!V'on4e4 ooctlon 500(a)(2) of the Rove:IUO Ac~ or 1926, to epply tho 5 per 
cont tox to c;;:ceae eM.rges which did. not. exceocl ?5 c::mte 1.D exec•• of tho 
au. of tho oatab11obe4 price at eho ticket ofrlco p1ua the n=aunt of 
t\4:11aa1one to.x. and 50 por cent tax to oxcoaa cMr,•• QITOr ?5 cents. The 
otntuto wa. further anondod by aectl on 7l1(b) of tho Rovonuo Act of 1932. 
~ftootlv o Juno 6, 1032, to subatituto for thO 5 p~r cont and 50 por c~nt 
taxue a si~lc tcx nt tho rdte ?t 10 por cent ~n tho ncount of the 3xeata 

chnrgo. 
Tho oxonption pr~vlel ons n• roonncto4 In aoction SOO(b) of tho 

Rovonuo Act of 1926 b.".ve nloo boon ...,ondod. SocUon 7l1(e) or, tho 
Rovonuo Act of 1032 added n now oub41vlolon roo41~ na rollo .... 

•( ) Tho oxllCj)t!on rroa ti\X provtdod bY aub41vttlon (b)(1)(A) 
ahall n~t be allowed ln tbo eaao of ~taatona to •rostllnc ~tchoa, 

----~----~~------------------ ·---
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prize tights, or boxing, aparrln&, or other puglliatle matebaa 
or exhibi tiona. Tb.e ex..,ption fl'Qil tar pro•14od by 8\lb­
dl•lalon (b)(l) shall not be allowed in the case of admdsaions 
tn any athletic g""'e or exhibition tho proceeds of IIIlich illure 
wholl)' or partly to tho benefit of any college or university 
(lnc1u41ne ellY acad..,y of the mill tory or naval forces of the 
United States).• 

Soctlon 8o1 or tho Revanuo ~ot of 1~36, effective •uno 22, 1936, ex­
tended the exemption provisions to "any admieslona to c~noerts con­
ducted by a civic or com=unity momboreblp aaeoclatloo if no pert of 
tbe net earninge inures to the benotlt or &n1 etockbol4era or members 
ot aucb aasoclation•. 

Tbe tax imposed by aoctlon SOOio)(2) of tho Re•enuo Act or 1926, 
a a """'nded , r<l!llllins in tull force 8lld effect until repealed by C<>nereao. 

looDOIIIlc beats. - Tbis t.u ta an oxolae tax but acta as a regulat.O·ry 
•••~· Tbe tax is payable by the pereon aelllns Uck.eta ot adalsslon 
tor an amount 1n excess ot the sum ot the eatabllshed price theretor plus 
tbe 08)unt or the tax upon tbe ad:miaalon cb&rao. l'b.Ue the busio.eaa la 
not large, it is carrl~d on throughout the COUAlrJ, partlcular~y in the 
1argo cities, and tax is beine pold In 25 or tho b4 collection dlstrlcto. 
A check ot the returns tiled tor one month ahova the number or te~era 
filing returns of this tax Is approxL~toly 100. 

Inogu1t1cs . - Ultb r espect to eny oontlict in the subject taxed, 
tt. to boltovod that several ot the Statoe l.mpoec eorne tom or excise tax 
to roeu1nte the activities of ticket brokcra , pnrticularly ftacalp~re~, 
It io not lrnown to what extent such toxoa might be oontllctine with <he 

1netnnt to.x. • 

From tbe atan.4p<>1nt ot Federal taxation, tho inat.ant tax is Nlate4 
to tho •arioua other taxes im~oaod undor the ••~ernl respect1Ye sub-
41v1a1ons or section r:fJO r:1 the Re.,.onuo Act ot 1~6, as mcended. Tbere 
te oo contltct, hatrevar, stnee the .....,orol tu.xea ero but eooponent po.rta 
ot • deatgn eoYorin& the general aubjoct ot a~aat~u• aa a wbole. 

It 1a not bellt.Yed that there has beon aJl1' retard.i..n& or trede or 
curta .. U.ment ot business due to thia tax. Tbe nature or the subJect tuod 

precludes the use or substitute• to eeoape the ~. 

Various cethods ot tax a~oidanoe and e•aetona have been resorted to, 
cbletly by persons who matntalD no place ot buatnea£ and eonsumma~e treos­
actlono fl'Qil bond to band without keoplne alll' l'ftoords whatever~ n ::;m:Y 
cases taxpayers soutbt to e•o14 the tax by keop1D& telae reeo ~· ad 1 
olatminr. that the excess charge woa maGe merely tor services ren ere n 

securing tickets tor customers. 

• 

I 
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Adi:Un1atrat1n diN'1cult1oa. - The aillll.D1atrat1n procedure ..,.lati.Jic 
to t iUo tax 1a not l.DYolnd. The l'Ooordo requind 1>1 the .,...ul"t1ol18 eOA· 
toro ao ,.uch as pooslble to thou -.lntal,.d 1>1 t~JOr• conductinc e 
"legltl.OIIte• bualnosa . The chter ditr1cul.t7 encountered 1a locati.Jic a.-
1ntormot1on rrom which the l1nb1lit> or the ao•oalled •atdewelk broker" 

maY bo determined, 

Tbe ou41t of the returns or this tox requ1rea. detailed examination 
or the number or ticket• purchased , tho da111 aaloa , the nuabor ot unoold 
Uckota and d1epoa1tion t bereot, and the oxempt1one, rotunda, and crediU 

claimed. 

No atat1atica ara a• nilable from which tho actual coat or eolleot· 
in& this tax IIIII)' bfl deterudded but al.Doe the all:ai~tUtreUon thereof ia 
DOt o0111pl1oat ad, it 1a belland that the OOit or aoUaoUon 1a quite low• 

Since this tax acts oa a regulatory ... ....., in protoctl.DS the public 
nod the 1egtt1mate theatr e operators e.piut t1ol<ot apaculatore, the 8.1re&U 

rac~a that it ba continUed in roroo . 

• 
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TJ.X ~ ZICESS ADI:ISS!~ CIWIG!S 11AD3 !t PROPROT(I!S 
HA:l.l.ODS 03 !lll'l.onl3S Of CFl:IIA HOUSllS, THEAms, • 

OR orHER PI.\C!S 'J1 AICUSII.!illll'. 

Soetion 500(n)(3) ot the Rovenuo Act of 1926. 

113 

Y1o1d for tho fi9cal r onr - 1936 - $ 15,379,87 
Y1o1d for the fiacnl yonr - 1937 - 15,000. 00 E•tloat!d 
Number of tnxpoyora -------------- 15 
Rnto of tAX - 50 por cont or tho oxceao charge. 

StAtutorx bnc'k.grou,nd. - Tho r od'.)ro.l t.tu~: on t.hc o.mount tor which 
prapri otora, onnngsrs, or employcat or oporn hou.~a . thentrca, or other 
placet of ~co~nt 1311 or dltpoae of tlekot.a or cards of adm1ta1on in 
•~coat ot the r~~ or eatablithl4 price or ehor~o tb,rofor •as firtt 
icpoatd by aoction 800(a)(4) ot tho Rovonuo Act or 1918, effective 
April 1 , 1919, nt the rato of 50 por c~nt of auch oxeoaa chDriO· 

Section BOO( b) of th& Rovonue Act of 1918 cxocptcd any adnissiona 
a ll tho prococda or which inured oxclutiYoly to tho bcnofit of religious, 
Jducotlonal, or charitable tnat1tutlont , eoclotlos , or orgnnlzatlons , 
aoc l ot.lca for tn~ provontion of c~olty to ch114r~n or nntcals , or cx­
cluelvoly to th~ ben~fit or orgnntzntiona conductod for the solo purpose 
of ~1nta1ntng symphony orcheatros ~nd roco1v1ng subatnntlel support from • 
voluntnry contributions, nona of the profits or ~htch were d15t r1but~d to 
nombora of such organizations , or oxcluaival)' to thl2 benefit of p!)rsona 
In tho .,uno.ry or navnl forcoo of tho Unltod Stt.teo, or edmiGOiono t o 
~ieultur~l fnirs non• of the profltl of which oors dis tributed to 
!! t ockholdors or r!lombora of thO e.asoetnt1on conducting tho sr.me. This 
exemption olao npplied to oxcoae chnrgoa ln caeca whors all of tho pro­
cooda from auch excess c~rgea tnurod oxclu11vely to tbo bon~fit of tho 
oxoqpt orgaci~nti ons spcc1flcnl1y na.od . 

The tnx ~~• ro~tod ~ithout cbrnge in ocetlon 800(n)(3) of tho 
Rovonuo Act ot 1921, effective JonUAZY I , 1922. The cxonptlon provlelont 
wor o oiallnrly roonacted in aeetlon 800(b)(1)(A)(B) end (C) of tho 
!la.onuo Act of 1921, but wcro oxtondod to Include r.4nluion• nll tho pro­
eo~• or whi ch inured oxclu.tvely to tho be~cflt of •ant post ~f t ho 
Acortcan Legion or the •o~en•a ~~~11 1ArY untta thor,ot•: soct~tle• for 
t ho purpose of • Improving ony city, town, v11lncv. or other cunlclpnlity, 
or nr oa1nto1ning A cooperattvo or comrunitY cont~r covlng-plctur~ 
thontro _ if no pnrt of the net ~ninct thoreof tnurcs to the benefit of 
t~ pr1vnto stockh~ldor or individUAl": •oxc lutivoly to the benefit of 
portona who b4vc aorvo~ in such force• (th~ m111tnrt or naval forces of 
t ho Un1tud Stnt sn ) ~~ oro tr. nood": dOr ndoteatons t o AnY oxhiblt, 
ontortninmont or othor Pn¥ fo~turo conductod by wuch aesocintton (an 
t~r \cuttural fair ~asoc1at1on) n• pert of nny such fnir - tf tho pro­
eooda t herofrom o.ro uaod oxcludvely t'or the tmprov ~l!t"'nt • mAintcnMco, 

and operntton of such ngricultural tntr•"· 

• 
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Tho tax •n• eontiuuod with~t ebooco in section 500(c)(3) of tho 
Revenuo Act of 1q24, off octive July 3, 1924, lbllo tho oxecption pro•l­
slono wore lik&Oioo continued in aoctlon 500(b) or the Rovonuo Act or 
1924, thh eoetlon o"1ttod Il8l!ling 'nny poat of tho Aoorlcnn Locion or 
tha wooon' a llwtiUney units thereof• nnd extended tho oxoapUon to od· 
oioaiona the proeoodo of which inuro •oxeluaivo1y to tho benefit of 
National ~~ orcanlsAtlona , ~servo Officer.' n.aoclattona or orcanl&n­
ttone , poeti or or~laattona or war veterans. or ouxlllery unlta or 
soelotloa or any such posts or orcanlsottona , 1! aucb poets, orcanl~ 
tiona, units, or aociotloa ore orcnnltod 1n the Onlted States or any of 
its posaoeaions, and lt no part or tholr oot ocsntnc• lnuroa to tho beno­
£1t or nny private ltOokholdor or individual ;" nnd •oxeluolvoly to tho 
bonoflt of oenbora of tho pollco or tiro dopertoont of nny city, t~•n, 
vlll~o. or other QUniCipallty, or the dopGndonto or heira or ouch 
r.e:sbora" . 

The tGX o.s ln:>Oaod nnd tho- exo~t t on a as prcwlded tor 1.n the R.ertenuc 

Act of 1924 were roennctod ~itbout chftnce , respoct1•oly, in sect lent 
500(n)(3) and 500(b)(l) and (2) or tho Bovenuo Act or 1926, effective 

llarch 29 , 1926. 

Soctlon 711(c) or the Rev onuo Act of 1q32, ofroctivo Juno 21 , 1932, 
~ndod tho OXO-"'tlon prQYloiODO or ocetlon 500(b) or tho J!cvenUI Act or 
1926, by oddlng a now ouhdlvhion roa:\lac as follon: 

•(o) Tho execptlon fro~ tax provldsd by ouhdlvlalon (b)(l)(A) 
ahAll not Do nllowod in tho cneo of &do1aa1ona to ~r~atl1n& ~~tchea , 
prize flghta, or boxing, sparring. or other puc111atic ontchet or 
oxhlbltlona. The oxOJ:I))t!On rron tox pr ovld.>d by ouhdlvlslon (b)(1) 
shell not be nllowod In tho oaoo of &dnlaalono to any nthlotlc 
cnao or oxbi bit ion the proeaodo or .. bleb Inure wholly or partlY t o 
tho benefit of any oolloco or un!Yoroity (including DD1 aca4~ ot 
tho military or naval toreao of tho Unitod St~too) . • 

Sootion SOl of tho Rovonuo Act of 1Q3G, offoctlvo Juno 22, 1936, 
!~thor onlorcod ~on tho oxOJ:I))tion provioiona llnd oncndod soctlon 
500(b)(2) of tho Bovonue Act ot 1926 to lncludo ·~ odniaolono to co~c:~to 
cooductad by a civic or eODDQnlty ntnborahlp aoooolatlon if no part to ch• 
not oorntn«a tnuroa to tho ben~lt of tull' atockholdora or cs:5.bora 0 au 

naaocia.tion• . 

Thia tax r ernlne In full force and affect until repealed bf Coacrooo. 

•I t but acto _. B rcculotory 
ZcoDQqiq bg~ia. - Thla tax it an oxc so ox, llinl tickota or 

ceaauro . The tnx it pt\3'eblo by tho proprle~~:U.'!~· ;,::blished price 
fl.d:llttlon for M &nount in oxceaa of th:31 ro&- ,___ throucb 

r h t· · t: ftl\)dJl« such oxco•• c:~&e• 
thororor. The nwo'i>er o t "" • · 1 bei!l& paid In 15 of tbo 64 
country 1a eoJ~Y~\l't'\tlvol1 amtU.l, bUt to.x • 

colloctlon diatrlcto. 
bl 11 In« in what oMDOr nnd 

Ingquitiet. - J:o inforootion il a.vnll& O 1 OW 1 e.c.l subcUvitlona 
to ~hat &%tent taxoo irpooed by tho oararal Stntoo or o 

• 
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tbenor upon proprietors or tbeetna, etc., •1 contllct with the w:&:>t 
tax . 

From the standpoint or l'ederel tantlon, the !natant t u Is r.lato1 
to the various other taxes tmposed under tba aeveral respeetive sub­
dlvlalons or section 500 or the Revenue Act or 1926, as amended . Tbere 
18 no oontlict , however, s ince the aevoral taxea are but component perta 
or a design covering t he general subject or edmiuions so a whole. 

It is not beHoved tbot then has been any retarding or trade or 
curtal~nt of business duo to this tax. Tho nature or tho subject taxe• 
obviously precludes the use or substitutes to eac.ape tbe tu. 

Various methods ot tax: avoicluco and eYaalon ba•• been resorted to, 
such as failure to keep proper recorda or exceae cb.ars;es, ecployees sell1n& 
tickotl at excess charges without knowled&e ot tho proprietor or aaL&&er, 
proprie tors or managers aeceptlq a tlat aum per week or mnth rrac tleket 
brokers as o so-called gratuity or aerTice cbar&t 1 etc. 

Administrative ditticulttes . - Tbere ia no lnYol•ed Bureau proced~~ 
in aclministeriDG this tax . Tho audit or roturno require• a detailed exacl­
natlon or the daily sales and disposition or tloketo, tho regular or 
e atabliebed prices, the amount or the excess charse , 1r any, ~de, acd the 
exemptiono , refunds and credits clal:ned. 

No statistics are available from whioh tho cost or collecting tbla •ax 
may be determined but it is believed that the cost or collection Is relative-

ly low. 

Since the tax is an Integral part or tho toxins scheme •~plying 'o ad­
m1aa1one generally and since the adm.1ea1on taxes •• a Whole produce a. 1\.b­
atantial revenue without undue a&oiniatratl• e cocpl1cat1ons, it is recoc­
mendod tbet the tax te continued In force . 
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'UX :!!! mE PDil.W!Eilr USE 0! 80XI3 OR S!ATS IN All 
OPE!!.". !l!lUSS, ::rt. , OR A UASZ FOR 'Ill& USE OF 

SUCH aai OR SE.\'1' IN AN OPERA• HOUSE, ETC . 

Section 5001•1141 ot tho Revenue Act or 1926. 

u6 

Y1eld tor the tiscal yeer • 19~ • ~ 'JS ,84~·48 
~!ol d f?r the fi scal year • 1937 - &0,000.00 Estimated 
l•'J:Obcr ~t tsxpayors ••••••• ••••••• 50 
Rate or tax • 10 per cant or the amount tor Which a s1m1lo.r 

box or seat Is oold tor each performance or 
exhibition at Which tho box or seat is used 
or rese~ed by or tor auch lessee or holder. 

Stat~torz backsround. - Tbe Federal tax on the permanent use, or 
1 ~ tt or boxes or s.eata in an opora hou.ae , or a.ny place of a:1u.secent • s 
~.~ • l.:po:ed b;r section 7!JO(c l or tho Revenue Act or 1'317 , ertectin 
•::nc.. e~ l , 1)17, at the rate or 10 per cent or the aooW>t ror wttich a 
su:.tliiJ. : t:ox o : seat ln sueh op.era bouee, etc. • n .s sol4 tor perrorcance 
or oxt1b1tlon a t ~bleh the box or seat was used or res erved by or tor the 
le ••• or ho lder . in tble !natanco, the tax was imposed on the r lgbt to 
!.~ ~~• or the box or seat and wa.a based on the total amount that would 
tt reoli:ed by the sal e , at the established price, ot tbo r ight to occupy 
a ti:J ler box or seat for each porrormonoo or oxhibltion during the 
per iod ror which such box or soot woe re eorvod ror tho lessee or holder. 
fhe• is to ~y, tho tax was governed not by tho amount , if any , actually 
_. i d ror the porticular box or seat looood , nor by tho actual use or tho 
~ex or ·~•~ • but by the most extensive peaaible uoo et the established 
t:r1:e ~"~r u eWlar accoamodatton. 

Se•t l ~c 700 or tlle Revenue Act or 1917 exempted any ad:niss!ons, all 
or ~~• >roteeds or ~cb inured exclueively to the benefit or religious, 
•~·:•t~~eal , or charitable tnatltutiona, eoclettoa, or organizations, or 
1=-ts•tons to agrlcuHural ra!ra none or the profits or which were d!a­
~:it.te¢ to stoektolder s or ~era or the eeoocletion conducting the 
•..::.. Tl:ls exacoption also applied to the permanent use or the lease or 
s bo x or H&t to an opera house , eto. ., lt the procee4e trca such amount s 
it~red e xelu~ITelJ t o t ho be~et!t or the exempt organization• specifically 
CA.:ll~ . 

Section 8oo(a l 151 or tbe Revenue Ac t or 1918, ertoct!VO April l ' 
1~1~ , reeaaeted tbe tax on the ~ermanont use or lease or boxes or seats 
01 l=~sed by ~ection 700(c ) or the Revenue Act or 1917, but Inserted 
~hi word •each • before the word •performance" in that part ot tho section 
deal ins wltll tho rate or the tox, ~In& It rood In pert as follows: 

~ · • • . • tax equJ•alent to 10 per centum or the amount 
ror wblcll a s1::>1lc box or seat II oold ror eeeh perto.-nce 
cr exb1b1 t1oo • • • .R 
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Section 8oo(b) or the Revenue t.ct or 1518 ree~~actec! the exe=pU,n 
provisions or section 700 or the Revenue t.ct or 1917, but e:tendec! the= 
to include admissions all or the proceeds or which inured exclusivel y 
to the benefit or •societies tor the prevention of cruelty to chi ldren 
or animals, or exclusively to the benefit or organizations conducted 
tor the sole purpose ot maintaini!lll S)'l!lphony orcheetrea and reeoiYing 
substantial support rrom voluntary contributions, none or the profits 
of which are distributed to members or such organization , or exclusive­
ly to the benefit of persona in the military or naval forces ot the 
United States• . 

The tax was also reenacted without change by section 8oo(a)(4) or 
the Revenue Act or 1921, effective .January 1, 1922. ll'b1le tbe exemption 
provisions wore similarly reenacted by section 8oo(b)(A)(B) and (C) of 
the Revenue Act of 1':)21 , tboy were extended to Include ac!J:dsstons all 

the proceec!s of which 1nure4 exclusively to the benefit of •any post or 
the American Legion or the women's auxiliary units thereof"; sociot1oe 
for the purpose "or improving any city, town , villoge, or other munici­
pality , or of maint&1ning s cooperative or co~unity center moving-picture 
theatre - it no part of the net earnings thereof inures to the benefit or 
any private stockholc!er or lnd1v1due1"; •exclusinly to the benefit or 
persons who have served 1n such rorces (the military or n.KYel forces or 
the Uni t ed States) and are in neec!"; •or ac!m1ss1ona to any exhibit, 
entertainment, or other pay feature C)nducted by such association (an 
agricultural fair assoc1at1 >n) as pert of any suoh fair, - 1f tho pro­
ceeds therefrom are used excl usively for the improvenent, maintenance , and 

operation of such agricultural fairs •. 

The tax was further continued without change in oect1o~ 500(a)(4) or 
the Revenue Act of 1524, effective July 5, 1)24. Tbe exmoption pro•1aions 
were l1lce111se continued 1n section 500(b) of the Revenue Act of 1':)24, but 
this section omlttec! nam1ng •any post or tM American Logion or tho wanen•s 
auxiliary units theroot" end extended the exemptions to ec!m1ss1ons the pro­
ceeds of ""ich inured •exclusively to the benefit or National Cuerd organi­
za~ion.s, Reserve Otftcera' associ.atS:»na or organtuttona, pests or organ1-
UtlODS or war veterans, or auxiliary units or societies or any such posts 
or organizations , tt such posts, ort4D1zat1ons, units, or soc1ettea are 
or r:;u.nlzad In tbe Unitec! States or any of Its posseaa1ona, and tr no part 

or their net earnings Inures to tho benefit of any private stockholder or 
ind1vic!uul" and to admissions which Inured •exclusively to the benefit or 
tr.e:nber~ or ihe pollee or tire department or any city, town, v!lloge, or 

o~ber municipality, or the dependents or heirs or such members • 

The tax as 1mposec! unc!er, and tho exemptions provi6ed tor in, the 

Revenue Act of 1924 wero reenactec! without chango, roepective1y , In 1':)2b 
section ~OO(e)(4) and sections 500(b)(1) and (2) or the RevcnuelAct or h • 
effective March 29. 1~26. Subject to the amenc!menta set out be ow, euc 

sections constitute tho law 1n ertect at pr esent . 
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Section 7ll(cl or the Revenue Act of 1~52 amended the exemption provisions by adding a n~we~r~~tiiviei1une 2l, l93l• follows: Uo v s OD reading e.a 

"(e) The execpt1on from tax provided by subdivision (b)(l)(A} 
shall not be allowed in the case of admissions to wrestling motches 
prize tignts , or boxinc , sparring, or other pucilistic matches or ' 
exhibitions. The exemption rrom tax provided by subdivision (b)(l) 
shall not ~e allowed in the case of admiaaiona to any athletic 
samo or exnibition the proceeds of which inure wholly or partly 
to the benefit of any college or unive r sity (including any academy 
of the military or naval forces of tbe United Statesl• 

Section Sol of the Revenue Act of 1~36 , effective 1une 22, 1936, 
further extended the exemption provisions to include •any admissioos to 
co~certs conducted by a civic or c~ty me=bersbip association 1t no 
pert of the net earnings inures to tbe benefit or any stockholders or 
members of sucb association.• 

Tbe tax , since its inception in the Revenue Act of 1917, is paYable 
by tbe person paying t or the permanent use or lease of bOxes or seets 1n 
en opera house , etc ., and is co~ected by the person r eceiving such pay­
ments , wno in turn reports and pays the tax collected each month to tho 
collector or internal re~enue tor the district in which his pr incipal 
place of business is l ocated. 

Accordingly , to aid in the adminiatretion of thiS tax and of other 
taxes aimilerly collected or withheld, section b07 or the Revenue Act or 
1934, errectivo May 10, 1934• wsa enacted to provide that : 

"''lbene~er any parson is required to collect or w1 tbbold 
any internel-re~enue tax trom any otller person and to pay ouch 
tax over to the United States, the ....,unt of tax so collected 
or withheld shall be held to be a special tund in trust tor tho 
United States. The aoount or sucb tund shell bo assessed , col­
lected , end paid 1n tbe SMl8 anner and subject to the sa:~e pro­
visions and licitation• (including penalties) as are applicable 
with respect to the taxes trom Which euch fund arose . • 

Tho tax 
85 

no,. im'OOs&d by aoct!on ')OO(a l (4) or the Revenue Act or 192€> 
will remain in full force end street until repealed by congress. 

Economic basis. - ThiS tax i• on exoiso tax and 1s payable by the 
person paying tor the permanent uso or lease of boxes or seete in en opere 
bouse, ate . Ybile the tax attacts the public dir ectly, it is collected by 
tho operator s of the theatrical end other amusement enterprises , who make 
remittances each month to the proper collector of internal revenue . The 
practice of leasing boxes end seats 1a followed by a small per contase cf 
the above-nlll!1ed operators, but aul>star.tiol tax 1a being paid i n ?lJ .or the 
b4 collection districts . A cbeok or the returns tor one mntb showS that 
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a:x a appro:rtoately ~· the number or peraons riling returns or this t 1 

Inegultlos. - The Bu.reau 1a not 8V!111'0 or e.ny State tax which 
:n1ght be regarded as eon.rlictlnr, with tbe l'aderal tax on the use or 
loose or boxes or seats ln an opera houae , otc . 

From the atundpoint or Federal taxation, tho instant tax is re­
lated to the var ious other taxes ~poaed undor tho several r espective 
subd1v1a1ons of section 500 or the Ruvunue Act or 192~ , as amended . 
Thoro is no conflict , however, sine' tlle e•vor31 tur.es aro but com­
p~nent f>tor ta or a dcsi{;ll coveril\1'. the gcner•l subject of admissions 

ac a .mole. 

It la not believed that there has been any r otardin& or tredo or 
eurtftllJ!Wnt or business due to t h1a tax. 'l'bo outure or tbe subject 
t axed precludes tbe USd or substitutes to eacapo the tax . PracticallY 
no ott~pta at avoidance or ovaslo~ bn•e buen uncovere4 in resptet to 

t his tax . 

Adminlstrotive diffleultiO!!.· - 'Ill~ adl:l1n1atretivo prOcedure re­
lating to this tax is not involved . The tax has been in effect since 
1917 and tbe regulations of the Bureau have been revised rrom time to 
time to meet changing conditions, end the records now required are 
hardly more then those necessary for purpoeos or tho operators of the 
theatrical or other amuaement enterpriGes. 

The audit of the returns of this tax r~uires a detail ed examination 
or the agreement or lease contract with respect to the use or l ease or the 
boxec or ecnts, the number or perrorcaneea, etc ., covered thereby , and the 
prloo tor vm1ch n similar box or seat 1a sold tor . each perfol'l1l0nce or 
exhibition. So~ difficulty ls experienced in the c~yUtetion or the tax 
because of t be necessity or determining, at the t~ a box or seat is 
leased, the a~ssion char ges tor a almilar ereom=odation to all tutura 
utta1ra to be hold during t he period of aucb lea&a. 

No statistics are availabie t~ ~lob tbo actual cost or colleotlnS 
tMs tax rray be determined. However, it ie believod that t.1a cost 1S 
within the average cost or collectinr, tbe respecti•e oiscellt\DBOUS end 

sr.lea tnxes . 
Since tho t ax is ~n i ntegral p\rt or the taxine schece applyinG to 

~dmiaslona £enera11Y and since the ndmiaeion taxes as • tihole produce n 
substontiol revenue without undu• acl:dniatrotlvo eoroplications, 1t 11 
rcooMOen'e~ thut the tax be eontinuud in torce . 
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Y1el~ tor the t1sca~ Y"6r - 1~3S - • 1, 3JO ,s~.1c 

Yield t or the fiscal ycer - 1937 - l,;DO, JOO.OC l.stil:o!Lted 

Numbor or ~x,ercra ------------- 1 t.oo 

Rate or tai - 1; cauts tor each 10 cen;. or 20 _.,. ce~t 

ot the aJOOWlt ll6id tor ~:n. urnce, 

or morcbandiae . 

Stetul<>rx b<.ekproW'd . - 'l'ba Federal tu oc aC::tssl;r-s t<> ar.y public 

por!Ontll;noe for P"'tit at ony root ellr<!en, c"ba...'"'et, o::- r....:dl.ar e:rterteitDtnt 

to ..tlleh the ch:u-ge tor adi;;ission 1s ~Uy or 1: pe.~ J.:eladeJ 1n the 81l10Wlt 

i't\id tor l'etroaiu!lent , servic~ . Ol" !'l£reha!'t4.1st. , a..s tL-.t t::posoc! by 

see~lou 700(c) of the ~vanua Act ot l';il7, crteeUTc &<rre::l>er 1, l';il7 , at 

tt.c !'ate. o~ 1 eent :or C"oeb 10 cen~s :tr !'!"a~tlln t"'.£-:"10:- ~ l.t-e rx>unt oa.td 

for a<l.Mis!ion , w: .. icl. amount ..res ro:J:putPd un.lt'r ~oa -rexrlbe1 b:t the · 

Car.~ea1o~ur ot Ir.turnal i!uur.ue witb tbe &?l'r:r.al or c., So.en1.&ry ot the 

Tre.>sury . 

S..ct1on 700 ot tho i!cvonue Act of 1517 n.c:;:e<l e:t e~eaioDS , ..U Of 

tt.e proc£eda ct ubicb inured exc1us1TulY to tt6 ta.<erit '>f ""l1stoua, 

~du~&t1Jr~l , or char1tobl~ 1uztitut!one, ~c!e:!~, or o~z~tt,na , or 

.. cla>!salons t'> &!;rioulturill tuira none ot tbr. pro1'1:• e>t .:blob ;rcre diatr!­

butod to stockh>ld&rs or a ;::lbu•• or t'lc. ua:>el'l;J~r. ""':4:.eting the • ..,. . 

This axr~ption also applied to umount 3 ~d for .J:dsslon to roct gardena, 

enbarots , or s1mllar entertai m:>..nts, U t loe p:rocu<!a tr:a such ....,unto 

lnut'Gd .xoluslve1y to the bonet!t of tt.e <'lt<:':P~ orp:dutiona speeU'!callJ 

DDli>Od . 

'l'be tu W03 continuld in s ection Eoola) (6) ot t!>c &:Tenue Act ot 1918, 

urr .. ettvl> April 1 , 1~19, ct OJl incn.n•&d rat of 1~ ecta t o r each 10 cents 

01' fl'!lOtiOil tboroot Of thC. ai:IOUDt pe!d for acl::iS31oC . 'l'biS ... ctiOD pro'fided 

that 20 par cent ot th~ lllllOUDt pl'id f ur rcrres=:c:.t , se.rrict, or :-JOrt'hllll41ae 

sbould be de~d as t~a taxnble ~unt paid t o r a~s~io~. 

The vX6;0J)t1on provisions were sir.Jll•.rlY ~m1=c.d U> "'-"tion 8oo(b) ot 

the Rev&nue Act ot 1518 acd r.er.: orte:tdcd to lceltlde aenulons !l.ll or the 

proceed£ <>f whi ch inured exoluaiTOlJ to the b<~~!t or "oociet!oa for the 

pr.>T<.ntlon ot on.tel\J to chi l drun or Olll..o>dla , or exel~!Tel.,l' to the benefit 

of orgnnizut!ons Mnd•tctod tor the sol " purp>se o~ &>il>t~ er=pi>oiiJ 

orc~catrss n.~d receiYin& substantial aup~rt tra2 YolaD~ contribut ions , 

none or t be profi ts ot wnicb are dinr!butad to~ or .ue!J o~iu­

tions o r I>Xclua!nly to tbO benbfi t or ...,recn• 1:1 t b<. :o1l1tery or DATU 

• • 
forces ot t bo United Stnt3a • 

Regraded Unclassified



121 

Tho tAX na i8',><>a~d unde r t he lL>Tol!:!IC .let , 1918 
without elw>go by aoetion eOO(o)(5) 0~ the a.,..:;.., .le' "":! ;....:~~ 1 
JMur.ry 1, 1922. 'rho oxomptlon pro'<l.atcna ""'1'0 lllte.ioe- "'~ted :t YC 

eoction BOO (b)(l)(.l.) (il) and (C) of the lbn:mc .let of 1921 but 

t ondod to inc1udu ndmhai ona t\11 t be procceo» ot uhlch ~d oxc~:i:~ 
1y t o t ho benefit ot ·~peat of the J.:>orlccn I.cc1on or t bo ..,..,. •• 

nuxiU~.ry units thorcot •: sociot l oo f or U:o pu:-poac "o! tq>roYinc ~ 

city, t ovn , '<1.1lr« o , or other I:'W:iC1F.1Hy, or of !X'ht.U!ll!:C ., co­

oporr tlvc or CO"""'lnlty c ent e r IIOY1"t'P1cture t!:.cr.tro - it llO p.-rt of the 

not onrni~s ~hol'oof inures t o tho benefit of ~.rq prtmtc atocltbolo»r or 

1nd1v1d=l : oxoluaivol y to tho benefit of pcraono r..:. br.YO aa,....cd in 

ouch foreon (tho milit~ry or n.cvtl forces ot tho OLit cd Stc t co) end ~ro 
in need•: •or ndmi aaiona to BAY exhibit, entcrt~~t . or otbor pcy­
t coturo conductod by such nasocir tion <= nc:rtC'llt.,..,-.1 f-.i r ,,noeintlon) 

ne po.rt of ~ aucb f ni r - it tbo proeee:is U:er<!!ro" .,-e used exclnai~ 

ly f or tho iaproveiiiCnt , l:C"tint cnnnce, end cpc.,..,tlon o! r.>eh nutC'llturnl 

!~.ira •. 

Socti on 500(n)(5) of t he Rovoauc .let ot 1924. offcetiTo July 3, 1924, 

r oonneted the tax on ndDl aaion t o roof ~OAa. enbcrota, or oiDiL~ cn­

tort~innente r.a imposed by acction 800(~)(5) of the ~e-"ll8 Act of 1921, 

without cbnn&o in t bc b.'\sia or r:>to o! \be v.>:, 'l:o;rt p=orldd tl:."tt tba tAX 

wculd not apply ohcn t he chnr&e for cdlduio!> ra 50 octo or leoo. 

Section SOO(b) of tho Revenue let of l9Z4 recOAe~ed tbc ox~ion 
pro•tiaions of aootion 800(b)(l)(J.)(:a) nn4 (C) of t he :ac.omo Act of 1921, 

but t his section omitted nt.U>ln& 0nz>7 post cf t ho J.:>ort=n LocJ.on or tho 

vomon ' a nuxillnry unit a thoroof" but extcnd.od t ba cxa::pt1ona to cAizdooiono 

t ho proceeds of rrhicb inured 1 exclusivcl7 to the '!>ce!it of llotionnl Ow>rd 
orgc.ntzt\tions, Boaorro Officors ' aasociati ou or o:-~is.."'..tio:u, poets o r 

orgnniznti ono of m r vctorc.na, or aaxili4-'7 :L"tiU or oocicU ca ot nn:r SIICb 

poet or orgnnizntiono , if such poat a, or~~lzntio~s. unita, or aoci cti ca 

nro orgnnizod in t ho Uni t ed Str.t oa or nr.y of ito pcaacsaiona. l>tld it ::o 

pnrt of t boi r not ~~~ir~a inuroo t o t he benefit of ~private 
or or i ndlvidut\11 , 1\lld to ndD1al1ons 'Chlch ii:UrOd •cxcl.aiTOl7 to 
fit of .. cmbcra of the polieo or nrc ~"P<"'-'"U:ocnt of ~ c1t7, to.,, rt.ur.co . 

or o ther mun1cipt\llt7, or tbo dcpcnd£:>ta or heirs o! ncb .:.~>era• . 

Sect ions 500(n)(5) nnd SOO(b)(l) ~ (2) of the 2£vewu4 Act of 1926, 

offoetivo l.!nrch 29. 1926 . roonocted the t:u Md t ba <xe~~Ptiano no pro­

vided fo r i n tho Revenue .let of 1924. <TitboUt ~· 

Soct ion 7ll(e) of tho Ronauc .let ot 1932. a!!cctiTC JW>e 21, 1932. 

n100ndocl tho exoq>U on prnrlllona by a.dll"& e uw s:C>dirlaun rao~ eo 

f ollo•a: 
• (o) 'l'ho oxolllPtion f rom t u prorl<lad b7 w!>dlrlaion (b)(l)(.:.) 

ahnll not bo allowed i n t ho u ac of Ma:iaolono t o V1'Qatllnc ..,tebeo. 

prize figbta, or boxtnc, apo.rrl.Dl:. o r o t bor ~laUe .,tchel or 
oxb1bi t1ona . 'i'be oxo:lption ! rn= \1-.>: prorla.d by ~Ubdirloion (b){l) 
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~1 ~~ be aJlowed 1n the o~~e ot u~ssions to a=7 at~~tte 
sore , r exhlbltlo:l t he proceeds or Vlbich inure ~-"- -
·- • -· ~-- -it r -~~ ~- ;anlJ - ::~ ~~•• o e.ey collello or unhers1ty (incl~;.cUr..g ~ a:de::;y 
~ -e ~ tary or naval ror cua or the l'ni ted State,!. • 

~t1•:> Bell or the Revenue Act or 1936 effective Jur.e 22 1'331> 
:::-~•:-.cne:.ded the exom;>t1on 'l'ovialons t~ Include •a:>y ad~h:os\o ··:: r;- e~nductca by n civic or community membership associati~~ 1: LO 
:&.-:. ~. tn. ... :t(...~ earnines inures to tho bonctit or any stoc:kholtL:-:s or 
-· -~:.:--s o! !I':Jch association . 11 

~ :<>X, since its inception in tile llevonuc Act ot 19-7, Is ;>~Tllhle 
!>:r ~• ~rso:> pa;.rlll~ the aclmission chorgos , und is collectee by :.!;£ ;>erao:> 
=- ee!Ti.::.l: the ~yments tor admiasion . who in turn reports ~1i i'&7S ~"' t.ax 
::1:~~:~ ~•~ month to tho collector or internal revenue to: t~ diatr1ct 
~ Y:.i:!l !Us principcl place or bualnoae Ia loc~t•d • 

;..::o:di.=&lY. to aid in the o.d!D.lo1strat1on ot tbi3 ;ax --=.! ()! o't!:£r 
t-,ns s!::;ilul:r collected or wit bbolcl , acct1on fnl ot tt.e ~;:::=e A:t or 
1;:;.:., effac~1ve !.by 10, 19:s4, wae onoct'd t o pro9lcle t!:J>t: 

-wheJ:.evcr e.ny person 1s r~:.Q.u1red to eoll~et or w1 t~1~ 
:.:>:1 i:>t.&:M!al- revenue tax from anY other person and to par s-~ 
·.u artcr to the United St~toa , th<. 'llllOUllt or t:u so coll<=td 
0 :" wi~bb3ld s~ll be held to be 0 spooial rund in trust ro~ ,~ .. 
'i!uHecl Stc.t cs . The amount or such t und shnll be as~sS<.d, col­
l<.e,~d , Uld poi~ in th~ snmo maMor Md subject to t!lc sc:.e ;;ro­
~~s!ono and limitP.tions (including punclt!Qsl ns er~ e~~lJ~bl< 
..::. th rcsp<.et to the: tnxos rrocn whicb such tund :u-ose.• 

7e.e t,ex on adci.ssions to root gardens, cabarets , or si:;il~ e:Ltenain-
7-t:>~, az !..:!pOSe<! by sect1<>n 'jOO(o.) ('j) or the Revenue ACt o! 1~. :=ainl 
~ ! ..!1 !o=<:e and erreet until repe3led bt Co!!£ :-ass. 

!.eot.a::.ie basis •• The tu Is on exciSe tax and is peyatle t.:y ee 
;•:-sO":; -aJil:£ ti:e alkdssion ehersca . '1'1\ls tu atreets tile 7~1Je !1:-eetl.J 
~-! !s eolJ.ee;ed by tba o.,erators ot tbo botel , rest.au...--e.n:, o:- :_u.e e.:•~lt~nt, •:;o :=ekes romittuces onch c:..:mt.h t<() tt.e p.:.-o;er e:.Ue:--u»:-
,_ 1::;~•:::!>1 J'e'"O!lUO · J'nY!IK!IIt ot t nil t ax is belcg 12de 1::; pr&~t!:allJ 
.. , :7 0~ o: t~ 64 col~ection dlst ricta. A chock or t!le rot-=--' ~!let !o~ o::;e ~nt~ tb~~s that t he number or person~ rili~ re~ur-_. o~ '~" 
t;.JC 1s 10;>~:-ox!..cbtely 1 ,400 . 

lnvs>'li t1es . - 110 1ntol'IWtion is ovai loblo showins b r.:at :a:.ur or 
: o ~' t xttnt .ny or t~e Gxciso taxes !mposod by th< se7ersl st£tos :Jgbt 

!>e tn ~~li:t •1tb the Instant tOX • 

1r= :!le stnndpoi nt of y~cl.orel ta.xa>tion, t!te !J:3~U"f. tax 11 re-
1-td tD t!le various other taxea 1JI1poeecl under the several res;.oot1Ye 
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r- ~ ownnue Act of 1o(, subdivisions ot s ection ~ ot t~- ft-

'l'!lere 1a no conflict, noweYOr aiJice t h 7'- • as GlOI!Inded. 
ponent oarts or a desian cove~ing the ,:,:~ralb~ues are but co::l­aa a whole , s~ .ect or ad::Ussiona 

It is not believed that there hal be curtnil.!Dent of business due to this tax e~'"IY utardiD& or trade or 
taxed precludes the use ot substitut es ~o el~a~t~ ~;x~e subJect 

Various methods of t u 1\Vaidonco or evasion ~. - b anon as tho t il k • •=Vu een r esorted to , n ure to eop proper recorda, the kcepin& of false or 
duplicate. records for tax purposes , the proration of the total eha 05 

on a bill ror e nUlllbcr of p~rson~ econt the sworn\ persons so as ~ 
bri~>;:~ th< prorated charges below tho tllXablo "'""unt , etc . 

;.4ninistrnt1ve difrlcultics . - '1'!16 proccdUl'6 tor administerine 
this tax is not 1nvolv.>d . The tax has t>oen 1& effect siJiee 1<;17 and 
tl.~ regulations or the a.reau havo been reducd tree t!.ae to tirlc to 
!llllet c!ler.ging condi Uo:>a so that tho records nov re<~uireo an hardlY 
1110ro than t!loa< nceessa.-y ror tbc. purposes or the operators chdrged 
·.11th the collection of the t,ruc rrom tliCir patrons. 

The computation or the tax ie somewhat com~llcated , partlY because 
or the laW and partly because or the relationship or thiS tax tO that 
imposed u~n admissions genarnllY under section 5QO(e)(l) or the Revenue 

Act or l92b, ea amended . 

The tax imposed bY section 500(ul(? ) is fixed at the rete or l* cents 
t or each 10 cants or traction theroor or 20 per cent ot the amount cbarg•d 
tor rood, refreshment or merchlndiao , provided that such 20 per cent exceeds 
50 cents . Section 500!al (l) imposes a tax or l cent on each 10 cents or 
traction thereof or the amount peid tor a~saions generally , When tbe 
U>Qunt or sucb payment exceeds 41 cents . In l!l3llY cases, root gardens, et~barate , otc ., render a so-called •conr curgo• Which is 1n tbe nature 
or an admission char&• and which 1n ~ i~stunccs coYers tbe entire coat 
or the ontertainment ~nd , in ot~r instances , defraYS such cost onl1 1D 
pa.rt . M interpreted by tho au.r.au, tbe tax nndcr section ?OO(a){l) 
npplice to thO •cover charge" In n.ry inetance , While the tax nnder 
section ~(a)(5) appliba in such case onlY when tbe ocount or tho cover 
ollarco is inadequate to cover tho cost of the entortair.:oont so that purt 
of ouch cost is included in the charge ~de tor rood, rerreshment, or 
merohandloe . Hence, due to these complic~tione , it is necessary in ~pply1n& the instant tax to mn!<e en exuminat1on or the cailY tood and 
refreshment cbecY.s , and t o o?r.sider the adaquao:l of tbe cover eherae 
(where rendered ) in relation to the coat of the entertainment . In addition , 
theoe oo

111
plient1ons , w:>eD coupled with !nedequ11te records, l!llike It diftlcult 

to determine the tn1 liabilitY 1~ cesen of delinquent taxpayers. 
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Aa t he statlte is no:. worded , no tax "'!lY be aseessed .<htn it was 
not collo~ted t rom t he. publ i c , uit hor tbroug~ !~ornnce or the l ew or 
othorwiso , except in tno ct s& ot o • person who ·.lillfully reUs to pey 
collect , or truth~ully ~ccount t or und P"Y over" the tcx, in which co;e 
it mr.y bo ~aaossno ns ~ pennlty und~r tho pro•is!ona or section 1ll4(d) 
ot the Revenue Act or 1926. lt is practically imcoss!ble to prove a 
"willful failur e " to c->tnply with t~e lew , an~ v•ry little success baa 
been aooo"'!pl1shed i n assertine t lleso ponalt!lla . Thus , a lsrge loss or 
~ov~nuo has resulted . 

'I'll~ rore~oing obje ctions could be ov• roOtt• by changing tbe basis 
ot tho 1uyY trom a t.u or 1} cents ro r each 10 cents ot t he eJIOUDt con­
sidered as paid :or "'lta.i ss1ons"' to any root t;.lrG.O!l , caberat. or similar 
ent o~rtain.""DUnt , to a t.:l.C: st the. rot" ot, S«)' , ~ ,._r cant upon the on tire 
lmOUDt r<.ce!vot\ bf tt.o rroprictors or oporet ora or such cst<>blisb:ltnts 
tor th~ r~trostmcnt and setvicc , as •ell ~~ tho Gnterteiruco~t rurnisbad 
thoir pcrtrons . In th~t vent , tho ao-c~lled •ccvor ch~ra• should ba !n­
cludLd in euch t~ .nd by an opproprl.t< pr?v!si n LxcludLd from the conorol 
odoiGa!.ns t~x U,posad und~r •ection J00(~)(1) ~t the Revcnuo Act of 1526, 
~• ~ended . 3ucn tax uoul~ cl~nuto tho co~plic~t !oo~ ill the cnlculut!on 
or tho t..x now In ror co o1n<l also 1110uld 3V01d tn" loss of revenue r ou1t!ng 
rro:n tho te!luTc or roof '~"rdvn .1nd osbol'<>t ,>roprict ors o r opE>rotors to 
collect th~ pr ee9nt tax fra:> thJ!r ll&trona . If thi s suggost1on bo not 
ndoptcd, t !.6n t o prote ct t h< NVcnu~ J.gc!ns t l ose r roru a non- collection 
or · the present tax , it is eugcestod that the a~inistrative provisions 
of the la·.• be a'Uended to orovide thot any person wno, re~ardless or the 
11eason tl!oreror , fails to collact the tax impoodd under subdivision (a ) (5 ) 
or a"ct!on 500 (or the t ax ~posed undar any or tho ~lated eubdivlalon• 
or sucn sectioc), shall bo subject to a l iabili ty equal to the amount or 

the tax not colldcted. 

The actual cost or couecttng tbe instant tax is not knOWn· Exper1-
once indicates that the coat !a ~itb!n tbe average cost or collecting the 
reapectiva miscellaneous and sales taxes. 

Since the t ax i s an enential rart or tbe taxing sche:to apply\ng to 
admissions eanerollY and slnce t he adoiaa!on taxes produce a c?ns!derabl: rev~oue anu as a >mole are fairly simple to Gdminister , it Is rec~enda 
that the instant tax be continuad either 1n tho revised toro or wit h the 
udm!nistrative a'llendment suss~•t•d herein . 
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TAX 01: OOES AND miTUriCJI nES PAID TO 
SOCIAL, AlHIZTIC' OR S!'OR'l'D:O CLUBS 

OR Olt:A.'IIZA'l'IONS • 

Section ')01 ot tbe Revenue Act or 1926, 
as L'!lended. 

Yield tor tbe fiscal year - 1956 _ ~ 6,050,523•21 
~d tort tthe tisoal yeur - 1957 - ~,100 , 000 .00 Estimated 

or o axpayer s -------------- 3 200 
Rate or tc.x - (a l 10 par cent ot a1110uni paid as dues 

it the dues of acti•e resident ann~ 
meoi>ors exceed )21).00 par year· 

(b) 10 par cent ot amount paid as Lnitiation 
fees, lf aucb tees exceed ~10.00 per year, 
or 1! the duea or actiYe resident annual 
cetabers exceed ~.00 par year. 

Statutory baclq!;round. - The Jl'ederel tu on a:oounh peid as dues or 
1:181!1berabip tees (1nclud1ns initiation teeal to any social , athletic, or 
sportiQS club or organization was first icpoaed by section 701 ot the 
Revenue Act or 1517, effective Novombe~ 1, 1917, at the rate or 10 per 
cent or tho runount paid, where such dues or tees were in excess or j12.00 

per yeor . 

Section 701 ot the Revenue Act of 1917 exempted tram this tax all 
61t0unts paid us dues or tees to a fraternal benefioiary sooiety , order, 
or aGeociation operating under the lodge ayatem or ror the axclusive 
benetit or the lDO!Ilbers ot a tratern.ity itself operating under tho lodge 
aystlllll , and providing ror tbo payment ot lito, aiel< , accident or ot her 
benefit s to tbe members ot suoh society, order, or association , or their 

dependents. 
The tax ..as r&6nected in section &>1 ot the Rennue Act of 1918, 

ottoctivo April 1, 1919, with a reduction trom ~12.00 to ~10.00 in the 
a...ount ot tees e.nd dues exempted generallY and with provisions tor an 
equivalent tax to be ;>aid by lite ,....ura ot tbo organizations ccmin& 
within the scope ot the tax . In addition, thia section modified the 
apac1tio exemptions to include only duea or tees paid to a trsternal 
eoci~ty, order , or association operating under tbo lodge system. 

The tax and oxempti~ns as provided ror in the Revenue Act or 1918 
weru roenaotad ·rlthout chenge i n sootion Sol or the Revenue Act of 1921 , 

ot!eotive January 1, 1922. 
Tbll tnx was al so rnenacted without change in section ')01 ot the 

Rllvonue Act or 1924, ettective JulY 3, 1924, but this section ~stand6d 
~be apooifiC ex~ptionS to inclUdO dUP8 or ! eOO paid to anr local tretorna1 

Regraded Unclassified



organization among the st d u ents ot a college or university . 

The tax aDd the exemption P i i 
in section 501 or t he Revenue Ac~:r·l~G were reenact ed without change 
Wlolle the tax now in errect is 1m 8 ,.. ' etrectlve J&.rch 29, 1926. 
vms emended on June 29, 

1
o

2
g by ~o:~ un

41
de

3
r such section, the statute 

sO that t ile tax is levie/ at' present ~~h or the Revenue Act or 1928 

l . 

2 . 

w respect to 8Jil0unts peid-

"A.s dues or lllelllbership fees to any soc ial athletic or 
sporting club or ort~ani:te.tion , it the du~s or ree.' or 
an active resident annual membe r are in excess or $25 
per year; or 

"As initiation tees to such a club or organi:tation, it 
such tees e:nount to mo~e than $10, or 1t the dues or 
me:ober sbip tees, not including ini\iation tees, ot an 
active resident annual mecber are in excess or ~ per 
year . " 

The tax will rea:ain in rull force and erract until it is repealed by 
Congress . 

The tax, since its inception in the Revenue Act of 1';!17 , is payeble 
by the person paying the dues or roes, and is collected by the pereon re­
ceiving the payme nts of such dues or r ses , who in t urn reports and pays 
the tax collected each month to the collector or inter nal revenue tor the 
diStrict in which the club ' s , et.c . , pl'ineipal place or business is l ocated. 

Accordingl y, t o aid in the adoiniotration or this tax and o.r other 
taxes similarly collected or ~thheld , section bo7 or the Revenue Act or 
1934· e rrective ~ 10, 1934· .as •nact.od t o provide that : 

"'ilbeneve r any per son is required to collect or withhold 
any internal-revenue tax t roc any other person and to pay aucb 
tax over to the Un1 ted Statu, the eoount or tax so collected 
or withhel d shall be held to be a apecial tund in trUst tor the 
United Sta tes . The amount or aucb fund shall be assessed, col­
lected, and peld in the some manner and eubjeot t o the ~ pro­
visions and limitations (including penalties) as are eppUceble 
with r espect to tbe taxes trcm wbiob such tund erose . • 

Economi c basis . - Tbe tax is an oxciao tax and is paid by the pereona 
pay i ng the taxable dues or tees to tho claeoes or organizations 114111'1d in 
t.ho statute, The tex thus artecto the public directlJ, eltbou8b it is 
collected by the club end r emitt.ed by ouoh organization to the proper 
collector ot inter nal revenue. ~nto or this tex are being medo in 
n ery one ot the 64 collection 41atricta. A chock or the returns tiled 
tor one 

100
nth shows that tho number or organi:tatlons tiling dues tax returns 

1a approxicetely 5,200. 
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Ineguitieo. - The Bureau la not aware or any tax, w:ether Federal 
or Stat e , which night be r~arded aa contlictino; wit!! the instant tax . 

In scope , the tax embraces ·~mbcrrhl~" clubs or a social athletic 
or srorting character, that ie organizations in which t~e memb~rs have •' 
rlcht in the prope~y or the club, or at losat a voice in the mBnOgement 
or operation ot th~ tacilitias afforded . In view or this tact t he tax 
has been avoided by reort anization or clubs into par tnerships ~r co~o­
rationa in which the so-called memb ers o.ro mere privilege holders and 
have no rights except the limited use or the facilities afforded in re­
turn tor the f ees paid . Obviously , this condition results i n a dis­
crimination against t~e clubs in which tho members retain their full 
oember ship rights w1t3 a eonsequont lose or revenue to the Government , 

In tbe recent years , 3everal court declalons have been rendered 
(Weld v . Nichola, ~ Fed . 977, Baltimore Country Club v. u.s., 57 7ed. (2d) 
2f3 , Ym . " • Will1amson v. u.s., 12 Fed. Supp. 26, Gaxden City Golf Club 
v , Corwin, 62 Fed . (2d) 24£,) , hold!"€ certaln types or golf tees oot to 
be dues or member ship tees . Since then , clubs nll o•er the country are 
reviains the scale or their dues end cemborahtp tees so ~s to separate 
the tonner taxable charges into (a) dues end reea of less than the taxable 
minimum, or ~5.00 , and (b) colt or special pr ivllege fees which are not 
taxable under the roregoing court decisions . Tbia also discriminates 
against tho clubs which have not resorted to such a subterfuge, and like­
l'llsO rosul t s in a loss or r evenua to the Government . 

Other methods or tax avoidnnce or evasion have been attempted. In 
ndditior. to the two pract ices outlined above , a number of clubs have 
changed thoir certificates of incorporation , or constitutions and by-lews , 
to omit refcreMes to social activities in attempting to show that the 
predoc:inant purpose of the club ia soroothing other than social. In a 
number or such cases, it wes later round th8 aooial activities as put 
into actual practice bad not changed. 

Ad!:linistl'8ti'fe dlttieultiea . - 'n10 proced\U'O tor aOinister lng thi s 
tax is not i~volved . The tax h&s been in effect s1.nce 1~17 nnd there 
"eg~ot1on• hova baen d~veloped to the point nhere the records no~ • 
qul red ore hardly t10r e than those necessary tor the purpOses or the club 
charged ~th the collection of the tax . 

In tbc psst some difficulty wus experienced i n detercining the 
ooclal ohar ecter'ot various organ1z•tiono . However, thi s difficulty 
ho• boon ov• reome rairly well by estebliehed tests ••:e ~~~~:~~:.:lotion 
Adminlstruttve problems still exis~ wit~~~r:c;.:~ ;or special pr ivileges 
between to.>.eblo rr.embership tees an non er rises not con· 
n~d also between membership clubs and propr ietary ent P 
otitutir~ taxable organlzationa. 
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The aud1 t or the returns or thia tn re~utrea e detailed exomi­
natton ot the certificate ot Incorporation and ot the constitution 
or by-laws to classify the club, the l~at or members, the classes or 
membership , the wnount ot initiation tees end dues or menbership tees 
applicable to each class, the facilities nttorded, the actual activi­
ties or the club as put in practice, the amount or dues and tess re­
ce ived and the tax collected thereon, charges tor special privileges 
or services turnisbed and the nr.ture thoreot, and tho exemptions, ro­
tunda , or credits claimed. 

No atatletlcs are available trom Uhtch the actual cost ot col­
lectin& this tax may be determined. The adr.Unletrotive experience 
lndlcetes thst the cost ot collection is ~uito low. 

As the statute is nov worded. no tax my be assessed 11hen it 
was not collected fran the oembera or the club, etc., either t~u&b 
tgnoro.nce or the law or otherwise, except ln the case where a "person 
willfully raua to pey, collect, or truthfully account tor and pay 
ovor• this tax, in which case it l:l&Y be aaseaaod as a penalty under 
the provisions of section 1114(d) or the Revenue Act or 1'3(!6 . It is 
practically l.lllpo3sible to prove a "Willful failure• to comply w1 th the 
law, and very little succe•s has been accomplished in asserting these 
penalties. To remedy this anparont defe~t, 1t 1B suggested that tbe 
administrative provisions or the law bo amended to provide that any 
person who, r egardless of the reason therefor, fails to collect the 
ta.x upon the taxable dues and f ees , shall be subject to a liebill ty 
oqual to the amount of tbe tax not collected. 

Subject to the above- suggested amendment, it is rec~ended that 
the tax oa club dues and tees be continued In force. 
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'UX 011 PIS'roLS A!1D RZVOLVJ:RS 

Section 600(2) of the Revenue Act of 1926. 

129 

Yield for the fieeal 7eer- 193&- $ 60 ,627.64 
Yield for tho fiscal yoer - 1937 - 60,500.00 Eetimated 
llul!lber of t"'Jl"Yera -------··------ 10 
Ret e of tax- 10 per cent of II>Mufo.ctnrer'o, producer's, 

or importer'• eelo price. 

StatutorY background. - Section 900(10) of tho Revenue Act of 1918 
of!ecti'fe Fabruar)' 25, 1919, firat iapoaod the Federal tax on the aele ' 
or leqe by the manufacturer, producer, or iaporter of firean>a, ahellt, 
and eartridg<la, Pistole and rno1'fert wore included in the produeta taxed 
W\dor tbia aeetion, The tax wa• 1e'fiod at t he rate of 10 per cent of the 
price for which such articlee wore aold, 'l'hb aection apecifieell;r ox­
omptod the oelo of such articlea for tho uae of tho United States, any 
Sta te, T~rritory, or posseeeion of tho United States, any political aub­
diviaion thereof, the Dietrict of Columbia, or any foreign country while 
engnged ngninet tho Gorman Covorn=ont in tho World Wnr. 

Tho tax wae reenacted without chango aa to rate in section 900(7) 
of tho Revenue Act of 1921, effective JanUdrY 1, 1922. Thia oection 
also reenacted the exemptions on the oele (or leaae) of such articlea 
for the uae of tho United Statoa, any State, Territory , or pooaeaaion of 
tho United Statee, any political aubdiviaion thereof, or the Diatrict 
of Columbi a, but omitted tho oxeoption gr~tod with respect to sale• 
fo:- tho uae of foreign countrioa eftCIIiod ~inat the Gen>an Co•ornaent 

in tho World War. 

Tho tax wee continued without chance in aection 600(6) of tho 
Revenue Act of 1924, cffocti•e July 3, 1924, and recaincd in effect 
W\t1l ito repeal on Fob~ 26, 1926, b7 acetion 1200(&) of the 

Rovonuo Act of 1926. 
Section 600(2) of the PAvenuo Act of 1926, effective February 26, 

19<!6, imposes a tax on tho eel a Ol' leu• by the canutacturer • produce~ 
or ioporter of pistols and rovolvort, at the rate of 10 per cent of !te 
price for which aold or le~aed. Thit eection apecificellY exe;ptai~ •• 
of auch art•cloa for the use of tho United States, any StAte, err ~ry, 
or caooei~n of the United Stat~o. any r-olttical aubd1viaion thoreo ·-

or :o Dietrict of Columbia. llo e.mondmontadh.-.;~ b:e~:~• .~.~~i~~~ 
tion. The tax will r....Un in tull force an o oc 

ropealod. 
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Econam.le basis . - This tax 1a an exelae ttl.x , but oets sccewhat 
e.a u ft(Ulatory neasurc , and 1a pe.ld by the I>Onut t d or 1m"""rtor on bi al ,. ac urer, pro ucer, .- s & o o. the artlelos specified. The Industry ls 
eontlnod to a r elat ively small number or menutaetur6rs and tax is 
bolng paid in only 10 ot the 64 collection districts . A cheek or tho 
returns tor one month shovrs that tho numbor or taxpayers till ro-
turns tor this tax 1& approxia.otol y 10. ng 

Tho menuraeturcr •s prices of platol s and revolver s are more or 
l <sS stable , but vary according to eupply and demand, location in 
whloh sol d , quality, size, type, and model . 

Inequities . - With respect to any conflict ln the subjects 
tued, r.o doubt these products are indirectly atteeted by some or 
the excise taxes imposed by the se•eral States, but whetr.er such 
State taxes conflict with thu pr~eent tax ls not known . 

Tbere is no conflict from t he atandpoint of Fuderal taxes . 
iThllo firean:~s are taxed undor t llo National Ylrear:>S Act or l'J34 
and section blO of the Revenue Act ot l'J32 , pistols and reTolver s 
are speelfi eally excluded trom the scope ot those statutes. 

It i s believed that an economic ourvey of the industry will 
show thst g&norally ther e has beon no r e tarding ot t rade , c~rtailmont 
of consumpti on , or uso of substitutos due to the lmpesi tion ot this 
tax. 

Ad!nJ.nistrative di.'ficulties . - '!'here is no involved Bureau pro­
cedur e r elative to the adminlstrntlon of this taX · Tbe records , e to., 
r equired to be kept by the Bureau •s rebulatlons are no c:ore t han t tOSG 
uoually re~uired by these tax;>ayers for t heir own purposes . 

No tlatrant attecpts to av~ld or evade t he tax have been disclosed 
nor have any particular dl ffieultlos been encountered in the admlnis-
trotlon or this tax . 

Tile audit or tbe r e t urno l n t )h i nstance requires a detailed 
exaalnation of t~e ope~inc a~d cl onins inventories, production and 
coat records, uses ot the product s by taxpayer, sales aod other dis­
tribution records and evidence supnortlns claims ror exe~ption, re-
fund, or cred i t. 

1\o statistics are available from which the actual cost or eol­
loctln& this tax may be determined but the cost of collect ion l s 
cons idered to be extremely low. 

Tbe Bureau bas no reeocmenda tion to make in this instance since 

i 1 
-· --• simple and the t ax is easy t o administer. 

the statute a c •~ ...,.. 
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In the eYent the National !'1reazma A.ot 1a &llllnded to Include tu on 
pia tols and rnol'rers, as was adYocoted by the Depart:oent ot Just Ice 
at the last aeaaion ot Congreu, which recOIIID8ndat!on it is under• 
atood will be renewed at the next oeaaion ot Congress, it !a likely 
thin tax would be superseded by aucb amendment in the 3aJDA> III&Jlner 
tba t tiroanaa now taxed under the National Firearms Act are exempted 
under certain circumstances trom the tax imposed by section blO or 
tba Rovenue Act ot 1$32· 
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llOC<Ilai!nA!!r sr.ua> • TAXES 

Se!ledule A, Title VIII, i!ever.uo Act or 1""'' , :JLID u a:nendnd. 

Bonde or indebtedness, issues 
and tronstoro; issues of capi· 
tal atock; passage ticxets; 
roroi@n insurance policies; 
deeds or conveyance -------- - - ------

Solos or transfers or capital 
stock and al:dlar interests 

Sales or produce tor ruture 
delivery ------- ----------- ------ - --

Playing cords ------- ----- - ----------

DOcumontllry st11111p sales by 
post offices - --------- -------------

Totals - - - ------------ -

Yield tor tbo 
tieool year 

l93b 

2,943.542·37 

•P43,E.98.44 

3 , 293 .13-1. 01 

~ bS, 304. b'J7. 37 

Yield tor the 
fiscal yeor 1937 

{Eet1mllted) 

; 26,000 ,000.00 

3(>,000,000. 00 

3. 8oo, ooo.oo 

4· 200.000 . 00 

; 7o,ooo,ooo.oo 

Statutory bacl<tround . - Docu!!lllntary oto:np taxes were tirst imposed 
by the Act or July 1, 1862, and other civil War taxing acts e.nd • r e con· 
t1nuad throUghout tho etrectiva ~riods or ouch acu . '!bey were again im­
posed by the Act or June 13, 1~8, pertly repealed by the Act or il.arCb 2, 
l'JOl, alld whollY repealed by the Act or April 12, l'J02. T'cey were later 
revived by the Act or October 22, 1914, and oucceninlY reenacted by the 
l!ennue Acta or 1~7, 1~8. l')2l, 1')24 and 1926. '!be doc=enury sta:op 
taxes now in rorce are ~.~:~posed under Schedul• A, Title VIII, or the Rennue 
Act or 1926, as ecended, and the subjects to which ouch taxes apply are pre­

sented heroin in the order enumerated in ouch Schedule A. 

Issues or bonds ot indebtedneos by corporations . 

Subdivision 1 of Schedule A imposes a stamP tax on all bonds , debentures , 
or certificates ot indebtedness issued by any eorporution nnd on all instru· 
monts, however termed, issued by any corporation witb interest coupons or in 
regis t ered rorm, and kno>m generallY ae corporate aecurities . In tho prior 
acts, the tax applied to bonds or •acy person" wbethor corporot,e or individual, 
but in the 1926 Act the scope or the tax was limited to corporate obligations , 
AS originallY enacted in t ho 1926 Act, the rete of tax was 5 cents on ~100.00 
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JT trACtion thereof of the face VAlue 
,.C\1 o.l s o in effect under tho Re or the bond, etc:. • lobteh ra.to 

1924. Effective a.s or J~me 21 •;~; Acta of 1917 , 1918, 19n ond 
of tho Rnonue Act or 1926 ,.... ' ....,nd '/ubdlv1s1on 1 or Sehodlllo A 
Act or 1932 so o.s to Increase tho rc.~ ~ aeStlon 721 or tbo Reven~~e 
$100.00 or rn ,. v .. luo or rrnction th e om to 10 conts on e<>ch 
10 conta w:.s Intended t o be I n rr eroof. Tho Increased .-~to of 
orlglno.l 1'\.to of 5 conts vrould :go.~ct un;u July 1, 1934, when tho 
o r tho increased rate ve.s ext n n "'PP y . Howovor , tho dur..a.tlon 
of tho IICltlona.l Industrial Ro~o~:~vt~cJtualydl;...l9th35 . by section 212 
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J 1 1 19 ' n .wr or extended to 
." Y • 37 • by Public Resolution llo. 36 , 74th Congress (49 sta.t.431) 
ACCordingly , tho increased re.to or 10 cents ic in efrect o.t the reae t 
tlr.so and unless further extended will ro,..ln In e rrect until J~tl~ 1 n 
1937 • o.nd vlill then be aueceoded by tho orl&lnal n>to or 5 cents. ' 

Is sues or c~pl tal etock. 

Subdivision 2 or Sehod~tle A or tho Rovon~to Act of 1926, as orl&l­
no.lly onactecl, imposes a sb..ap to.x on or1iilno.l laau.es by corJ!Ore.tlons 
of Oortifle<lte& o r C"pltal stoe'< o r or profits , or or Interest In 
proportj' or o.CC\l0ul~.t1ons. Tho corroopondln& provisions of the pre­
cod!~ Rovonuo Acts of 1918 , 1921 a.nd 1924 ""ro orprossod in Identic<>! 
tonne . Tho rote of tax prior to tho Revenue Act or lq21 """ 5 cents 
on t~llCh $100.00 of tho pe.r or !\..co vt.~.lue. or fr.-...ct1on thereof , or the 
cortiflco.te u.nd in the cnse or no p11.r Gtock , S cents to. sho.rc unless 
the actuu.l vl.l1ue V'AlS in e~cess of $100 . 00 por share in Vlhich event the 
ro.te v.e.a 5 cento on eo.eh $100 .00 or o.ctul'll value or rro.etion thereof. 
In o.cldl tlon to C"rryi~ rorLrd tho so "'tea tho Revenue ACt of 1921 
provided ror 0. neW ro.to in tho COSO or no J>lr stock hr.vln& OJ! llCtUAl 
value of lees th&n $100. 00 e. share , in Vlt\ich ee.ce the rate vAs fixed 
at 1 cent on each $20.00 of' o.ctua.1 value or f raction thereof . No 
chsngo In tho tox r t>toS .... ""'do i:l subdivision 2 or Schedule A u 
orl&in&lly enc.etod In tho Ro'IODUO Act o r 1926. Sueb s~tbdlvislon ..... 
•torlally ...... nded. or: ectlvo ... or Jllno 21 , 1932. by section 722 or 
tho Revonue Act of 1932. The scope or tho atotuto .as enlarged t o In­
clude •ah3.res• as '~11 Q.S •certtrtcatoa• or stock so c:.s to re~eb corpo .. 
mtlons 'Ohleh did not issue cortl rica toe ror tholr ah:>res and also to 
Include lnveatltent trosts &nd auallCI.r orsunl <~ tions 1\hieh ..,ro Col\dueud 
a. a 1.11\incorpora.ted nssociationa. In odd! tion. th(l tc.x rates were doubled , 
thllt 11 , tho ro.te of Scents WillS 1ncrc.&accl to 10 cents and the rete of 
1 cont to 2 cents in the spoc1f1c instt\nooa obovo o~ttllned. As In tho 
ColiO or tho tQ.X on tho 1SSUO ot cor. or te bonds • the 1nerenscd rctos 
wore 1nt~ndod to bo In orroct only until July 1 , 1934• but woro oxtonded 
until July 1 . 1937 . l>!ld 50 will bo In orroct until tho }Qttor dnto, At 

W'oioh timo tho original r<•tos ~lll ago.ln a.pply . 

Sc.les or transfers or stock' .l.nd shatlo.r interests. 

Subdivision 3 or Schedule A of tho Rovenllt Aot of 1926 i~poaos ~ 
at~~ tax on ~11 s~es. ~reomonts to aoll, memor~dQ or ~les or tol1•er1ea 
of' I OT trwlSfOrS of }ega} t1 tle I Of trr.u'l&rerS of ri&btS to SP.lbSCri be for Or 

·--
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to rooeive shares or cert1fic&tes or cap! t&l atock .nd ala! I 1 
te;·eata . The tax '"'" originally i 111poaed in the 1926 Mt .. t ;e ~~ ... 
r~te in e!rect und.or tho prior Acta of 1921 ••d 1924 
on eo.oh $100 00 r -· • n....,ly, 2 cents 

• o the po.r or l'&ce vt.lue ol' tho cortlrieato o~ fr.~<:tl 
theroor , or 2 cents on ea.eb ahara in tho eaeo or no lJ ... r stock £ffc;-e~~•o 
"" or June 21 , 1932, this subdivision ""'' amended b:r soction ?23 of tho 
Rovonuo Act or 1932 und th& Above to.x rnto , ... incroo.sod froo 2 to 4 
c onta with tho provision , however, that In oAoo tho aollinr; pr!co if 
u.ny , ia $20 . 00 or mora pe r share, tho rt.~.to ab11.ll bo Scents instc;d or 
4 Conte. In th!a inctanco, tho now rAtoe woro also Intended t o bo ap~liod 
only until July l , 1934 , but woro lutor oxtondod to July 1 , 1937, and 00 

will bo In orroet until tha httor dato, o.t 'llhlcb tlmo tt.o original ro.to 
or 2 oonto will olj;dn &!)ply. 

Sales or produce on exeha.N.!., tor future dolt very. 

Subdivl&ion 4 of Schedule A of the Re•enue .let of 1926 iaposes '­
ataap t.c.u on each sale , agree•nt or aale, or a&reo~~ent to aell any 
produeta or mercba.ndise at, or under tho Nles or u$ages or , L'lY ex· 
chu.n&o, or board of trade , or .other e1o1la.r pl-.ce, for ru~uro dollvery. 
In the R• vcnuo ACts of 1917, 1916 and 1921. tho ro.te of tax...,. fixed 
o.t 2 conta on c,o.eh $100 .00 or rructlon thoroof in vo.lu.o of tho ttOrch~· 
dlao cove rod by the salo , etc. In tho novonuo Act of 1924. tho rate wt.s 
roduced to 1 cent and such ra.to vaa carried over into the Revenue Act of 
1926. This su~cUvision .... s umondod , effective &I of June 21. 1' )2 , by 
soetlon 726 of tho Rovenue Act or 1932 and tho rute !ncreusod to 5 conts. 
By vlrtuo or tho .;enoral e•tension providod for In section 212 of the 
Na. ttone.l Industrial Recovery Aet , tho tneroaso«l ro~.to or Scents rem-inod 
In effect until Jio.y 11 , 1934 , vmen b;r " further nmondmont provided for 
in section 612 of tho Rovenuo Act of 1934 tho rote ro•s reduced from 
S cents to 3 cents. Under tho rurthor &eno"'l oxtonslon ,.;.do in fubl!c 
Resolution No. 36, 74th Congr'~>IO, tho rato of 3 conts !s e~feet!ve until 
July 1, 1937 . ~t mich timo tllo for:IOr r<>to or 1 eont will asain be i n 

rorco . 

Pnssa.go tlokota. 

Subdivlei on S of Schedule A of t ho r.evonuo Act of 1926 originally 
trapoaod a ata.mp tc..x on po.ssa,so tloketa , o·ne way or ro\Jnd trip, sold or 
iSsued in the United States for paaaa;;o by any ves sel to • port or pisco 
not in the United States, Ce.n&da or Jiex1oo. Tha correspond!~ provtatona 
of tho prior Revenue Acts or 1917 , 1918, 1921 and 1924 wore expre .. od In 
idontical torms. This subdivision woe omondod by section 442 of tho1 
Revenue Ac>t of 1928 to ineludo pooa•se tickets! lto7 Cu~ 1$1 t~ :~·~r:.:~: 
rrom the ta.x. Tho tax rates 1n otreot linGo 9 e.ro · • 

coating more than $10.00 &nd not oxc>o•~:ng ~~·~ · ~d0~5°~ t~:k:~:k<to 
coetln& 111ore than $30.00 and not oxoee ng • • · 
costing moro than $60 . 00. 
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Playtng cards. 

Subdivision 6 of Schedule A or the Re~enue Aot of 1926 Imposes 
a s tamp t ax e.t tho rate or 10 cents on every paolc or playins co.rds 
containing not more than r!fty- four cards, manufactured or i mported 
and sold, or removed for eonsumption or sale. In this instanco , ' 
Sohoc!111o A aupplementt tho Act of A\l&l1&t 27 , 1594 , under which tho 
tax on p1ay1Jl& oarc!s 'IIIII fl rat laposoc!. Tho t ax •• originally fhoc! 
at the rat.. of 2 conto a paclc . 'l'ho Revon110 Act of 1917 iaposed an 
add! tiona! tax or 5 eonts' molcing a tota l t ax or 7 cents a pac1< . Tho 
Revonuo Acts of 1918 a nd 1')21 iaposod n tax of 8 conts a pack In llo11 
of tho or iginal tax O..'ld a dd! tlonnl tax In effect 11ndor tho prior Acts . 
The Rovon110 ACt of 1924 l ncroasod tho rnto to 10 cents a p•ck nnd such 
rato ""'" cnrrlod forMlt"d I n tho Rtvonuo Act or 1926 and 1s • tl.\1 In 
orroct . 

~~roign insurance polleioa. 

Subdivision 7 of Sohod111e A of the Rnonuo Aot of 1926 1moosos a 
stamp tax on each policy ot lnsuro.nee , or cert1 Neate , binder, · covorln& 
note , .QIItmorandw:a , eable&rua , letter, o r other lnat rUJM:nt by lllhatever 
n&mo called mere by lnauranco is =do or renewed ( relns11rance oxcopted) 
upon property w1 thin tho lin! ted Sto.tes , lnc111ding ronts and proflte , 
at;a.in~t peril by sea. or on 1nlo.nd '-a tors , or in tra.nstt on le.n4 , or by 
tire , lightning , tomt.do , windstorm , 'bombardment , lnvnsion , i nsurrection 
or riot, issued to or for or in t he name o r n domoat1e corporo.tlon or 
pe.r-t nersh1p or nn 1ndlv1dual r"Oaident of the llni toe! Stntos by nny foroign 
co rpor" tlon or pnrtnership or any !nd1vidu .. 1 not Q rosldont of tho Vnltod 
St;1tos , ~en such policy o r othor i nstru.me;,nt is not s1gnod or countJr­
aigned by an officor or \l&Ont of the lnSI1Tor In a Stnte , Torritory or 
District oi' tho llni we! St<.tce w1 thin ·.t.ich such insurer Is o.uthorhed 
to do business . n..e tnx 1s i a possd at tho rr.to of 3 e<nts on oach dollu • 
or tractional part thoreor, or the pret:Jum eh&rbod. lfo ch&n6e ' either 1n 
tho rate or application , has been cade since tho Initiation of tho tax In 

I to present fora in tho Rovcn11e AA>t of 1918. 

~of convepnce . 

Effeet1vo na of J11ne 21 , 1932, secti on 725 of the Rovonue Ac t of 19)2 
LLdded s ubdivision 8 to Schedule A of the Ruvenuo Act of 1926 , under 'IIIlich 
a stamp tax 1s impoaoc! on any doed, 1nstrumont , or wt"iting , vma reby a ny 
ltnde tenements or other realty sold shell bo &ranted, assigned , t rans­
rorrod or other~ a• conveyed to ' or vostod in the purchaser or purchathsore' 

• b h1 her or their di rection , llbon o 
or any other person o r persons Y 8 • ' 't d exc luat"Ye or 
consideration or valuo or tbo intereet or proper ~ eon'fe~ ~e tiae or 

tho va lue or any lien or enewabraneo ~7'1"1:0 ~0 ·~:= of' 50 cents tor 
the sale , oxoeeds $100 . 00 . Tho tex app •• a t aao11nt or the consider­
each $500.00 or fractional part thoroof of tho r:e rt conveyod . A lllco 

ation or of tho net valuo of tho i~!~r:!o~r J:o :;lo~ Rovonuo Acts of 1917 
tax a t tho . ...... ro.to has boon lopo diaoontinuod at tho timo or the onaot­
to 1924, incl usive , but the tax v.s 
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•nt or tho Revenue Act of 1926 and 1 
or tho Revenue Act of 1932 • As thua a tor restcred by sec~ion 725 
to be In orreot only until July 1 19;:otored, the tu """ lntcndod 
has boon extended , however, until ' Jul i ~e duration or the blx 
tory oxtenalona ~!ready cltod d 1Y • 937 , by tho ~onerol otatu-
'11111 oxpl r o on such dllte . Ofl un ou f'urthor oxtendod , tho tax 

•rrn.nsfora or corporo.to bonds or indeb tedness . 

Effective "" or Juno 21 19.32 tl 1932 addod subdivision 9 to ~chodui e, a on 724 or thb Rwonuo Act of 
~Mch " stamp to.x Is impasod on a llo \of th~ Revcnuu Act or 1926 undor 
IIIOIIIIOf& dA f 1 Sll 01 , or a.t;roor:unts to soll or 

n · o aa O$ o r dc.l1vor11Ja of, or tro.nafora or 1..: a.l title: ' to 1.1. ~i :~ ln~trumunts montlonod <.nd dvec ribod In subdlvial~n 1 o.nd of o. ny 
n o aauo o!' llhieh is taxable thore1.1ndor i that 1s , bond~ dsbenturea 

certlfleatea or indebtodneaa la:au.od 'by any corporation , ote . 'The tax ' 
applies at tho rate or 4 cents on oech $100.00 or fraction there or or 
the race value of tho inst......,nt. Ho s1•11ar tax , .,. llaposod In this 
Ins tance und&r tho pr ior R~venuo Acto of 1917 , 1918 , 1921 o.nd 1924. 
So~tlon 724 of tho Ruvenuo Act of 1932 orl&lnally provldvd for tho rv-
P' 1 or this star.>p tax on July 1. 1934. but by vi rtuo or tho statutory 
£0ftUf0.l OXtCnG iOllS &lrc&.d}r oitod t the.. t&X Will C.ontinue in ofCt..-ct untll 
July 1. 1937 , at v.bich tlmo, If not furthor oxtondcd . th" tl>x mll uxplro. 

Tra.nsrors of 1ntc..Nsta in silvCJ r bullio~ . 

Subdivision 10 of Schodulo A ol' tho Rovonuo .\ct of 1926 was oddod 
by s•ct1on 6 of the S1lvor Purcho.so Act of 1934, approvod Juno 19 , 1934 , 
and imposes o. stamp tax on all trQJ'lsfura or int,·.rCJets in silvur bullion . 
Tho tax o.ppl1oo at tho r .. to or 50 po r contum of tho e;:cess or tho prieo 
fo r v.b1eh tho 1nterost Is trans fer rod ovor tho """' of tho eost of such 
lntoroat plus allowod cxpc;nsos . Tho tox Ia an Incident of tho ~onotary 
polleioe of tho Govcnwent and 'AI mo.~e part of Schedule A mcruly to m>ko 
uso of tho etatutory admln1stratlvo prov ielona applyln& to stw:lp taxu 
s onor&lly ond thereby avoid an unnoeo .. ,.r). ropotl tlon of such ad.lllln!ltro­
t!Yo provieions in tho Sllvo r ~rchl>so Aet . 

.Eioonocie basis . - Jlth tho exception of the tax on tronsf~r or 
1ntereeta In silver bullion, the stamp toxee !~posed under Schedule A, 
Title VIII or tho Rovonuo ,\et or 1926, aro •••entially oxoloo blXes en­
act-ed atrietly as rcvenu" m~aauroa. Tho ctattp tax on roroign 1n3uranco 
policies might be regardod as intondod to promoto the business or dom: stlo 
1nauroro , but such conclusion can not bo so.foly ~r.ado since in that caao tho 
tax appuently ..,uld a pply to all Insurable riSks , Y.horo<lS forol&n pollclos 
eovoring loss rrom burgl ary, t h<. rt, ombo,zlomt.nt . otc., arc not within tho 
aoo~ of tho tax . Sinco rcturno nr~ not roquirod ror stamp tax purposoa , 
no cstimo.to can bo mado t>.S to tho numbor or tl>xpoyors Involved. An ~x­
coption o.ppl1os, howovor, >lith rupoot to tho t;.x on playln:; e•rds. In 
th&t inet~eo , manufact~rcra, r~p&ck~ ra, and lmportors arc roquJrod to 
rc&lator w1 th tho colloctor o.nd alco to ,...ko 11ont..,ly ro;>o:-ts sbo'llin& pro ­
d®tlon, withdN:wls and atAuilpa uaf.ld. At proa.-nt, 76 coneorns arc Nt&lt · 
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tared under this clasaiflc~tion. 1 ch 1 t ay be atated that brokers ox 
a -tsea • c earlnr; hou..ses and the like, d &.11 ' -

or f\atu~s. aro. alao requi red to roglste~ , 1\1 "-' such in securities 
pe r sona ord1na.r1ly servo aa &£ents and are but ln this instAnce, sueb 
stathtica &a to tho number of rot;istranta not tAxpayers so that 
tho nWIIb<>r o r taxpayers involved. can not be usod to ostln:.ato 

Inoguitioa . - In genor~l, tho sta=p t oxos oro administered 
without ~ny inequities . 

Adminiatr<-tive difficulties. - Since thoso t 1..xas ore colloctod 
tt;!~~~~ mouna or o.dh~sive st4l11ps ohich or o purobosod ~y tho taxp~yor 
a xo to tho tnxo.ble instrument o.nd ca.ncolod , tho n.dm1n1stMtt1on , ' 
f'roa a. proeodurkl standpoint, is rolo.t.lvoly elaplo. No a.ssessmonts :r taxoa ar·o necesa_a r y except i.l C..tSOI T.hcr ·o tcxpo.ycr a r ofusc to affix 
nd C4ncol sto.Japs . The 110rlc of tho 9uroo.u ClCCordint;lY cans!sts for tho 

t;reiLtar port or lOOking r ulings upon questions ""'thor cert<t!n inseru­
JIIIOnta , tr\.U\S.G.Ctlona. etc. I COIIO within tho taxin& provisions or the 
leur. Tho aakln& or such rulin&s dooa not , or course 1 roq,u.i re any 

involvod procedure . 

Tho ccuos , howove r, o.t times preeent difficult and perplexln& 
queetlons • Wbilo tho subjects to be t axed aro rather clearl y spoc! ­
rtod ln the lc.w . nevertheless , tho stAtutory dof'1n1t 1ons must neces­
sa rily be and arc expr<:sscd in broo.d t.erna so tha.t on closo questions 
it is difficul t t o toll where tho 'liM' i s to bo dravm bet,..en tax­
able and nontaxable instrumen ts . For thoso reasons , the adoinistrntlon 
or tho stomp texo s bo.s entailed considorablo lltl;;ation . Ono or the 
iaauca Ylhich involved qui to somo dispute on tho par t of taxpeyors, 
nomoly, tho tax on the tro.naror or a. ri&ht to ruevivo stock, .as sottlod 
by t ho Unl ted Stet os Supreme Court In tho caao of Ro.ybostos - llonhattAn , lno. 
v . Unitod Ste.tol , ...nlcb """ blndod dO'IO\ only lut Movombor . Tho admini s­
tration or the ou.=;> tAxes 1o further coapl1catod by tho fact thllt In .,.ny 
instancu tho Poderal 1"" o;ust b<> construod in conjunction ':lith tho local 
State law. For ox&Diple , tho St &to lo.w auat be consulted to d~tenaino 
lllhother a cort&ln instrumont convoys an 1nten;at in land , or whether tho 
tri>Doror or stock from "' t;uo.rdl~n to his ... rd upon tho latter's becollint; 
of ago 1a a. taxable trdnsfor of tltlo 1 or whcthor a. rono1'1to.l bt.x ls 
<LppllcC>blo undo r suboiivislon 1 of Schodulo A .aero o.n individual ~ss!&neo 
oxtonds the orlgino.l t o rm of c. cor porAte obUt;ot!on , otc . 

The foregoing di ff!cul t ies are ~ t tri butable more to !nboront 
problems ln tho law ro.tbor tMn to faulta 1n tho longu•L• of the l aw. 
Hence' to Q. g roo. t extent t the di r rieul t1oa h4VO been 4nd will continuo 
t o be overcome or m1 t1g .. tod threut;b tho procodents created cs tho cases 
a rlao o.nd o.ro determined. In other WQt·da , the solution cun not be hr.~.d 
by more stotutory ounendments . In r..ot , omondmonta to tho law mus t be 
made very cautiously so 4 S not to doatroy or l oaeon tho v~~ or the 
lc.r~;e body of precedents establ!shod b/ tho r•st . . ...... 1 yenrs of 

<>c11l1n1a~ru tlon . 
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Tho ato.cp taxos, ~rtloularly by ro&oon or tho olmpllclty or 
tholr ~dmlnlatratlon, como ~thin tho cl••• or taxes havlno a low 
a~Ainiatrativo cost . 

1)8 

In viow or tho substantial rovonuo produood by thoso t&xos at 
tho proaont t"t.tos and also in vlow or tho r•latlvo simplicity of 
their adm1n1atrat1on, tho Buro&u r~commonda th~t thoso stamp taxoa 
bo continl.lod at tho rates now 1n rorco. 
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T•.X ON CFR'i'AlH FlREiJ\IiS l\ll1) 11/.CHlHE GUNS 

National F1roanas Act , •• amcndod . 

Y1old for fiscal yuar 1936 ------······-· $5 . 311.1. 72 
!:$t1mutod yiold for fiscal yo~r 1937 •••• 5 ,000 .00 
NU111bor of taxl*yors ·-··-············ · ··· 25 

1)9 

~~~ory___be.ekground and ooonomic baale ... Tha Na.tional Firearms 
ACt ma onactod on Juno 26 , 1934 , as o. mou';;ro to restrict tho traffic 
in a.nd r~sulato tho poasoaslon or eort&ln classoa or weapons como·nly 
ua\.ld by ga.ngatcrs a.nd other law 'broa!tors. To tha~ end, tJv:t Act 1Dpoaos 
a tro.nofor ta x of $20C. OO upon th~ transfor or o.ny ~apon cocaing within 
ita proviolons, su.bjoet to certain cxcoptlona with uspcet to tra.nstora 
t..o Govonu:ontal ascncics, ote .• and alto iaposoa oeeupa.tior..al t.Q.xos a t 
"'toe 'ftoryinr; fro:> $200. 00 to $500 .00 a )I'O&r upon porsons o~o.&od In 
manuf<.cturlnr;, !mport!nt; •or othorwlao doallnt; In such """pons . ln 
a ddition , tho Act roqu! ros tho ror;! atrat!on or all porsons ho.v!n& any 
or ouch weapons In tho!r pooaosolon . Tho Act appllo• to CdChi no guns 
of o.ll t ypos , v.hotho r automo.tic or aomt-c.utomo.tlo ;.nd to •rtroanu• 
doflnod C.8 U shot;u.n or rl f"lo ht.Vin& 0. bo.rrol or l oSS tha.n ciptoon 
tnchoa in longth , or o.ny othor v:ea.pon , exeept a. pistol or rcvolvttr , 
from Yohioh a shot Is d!sch&.rged by ~n explosive , If such weapon !a 
capc.ble or being concealed on tho pareon , and 1nclud1ng a muffler or 
a!lonco r fo r any type or el~oe or wo~pon . Th~ Act '·"" amended by 
Public No . 490 , approved April 1?, 1936 , to exclude ~ny r! rle Yb!ch 
would fall within the statutory dof!n!t!on or~ firoarc sole ly by rouon 
o f tho lonr;th of Its be.rrol, H tho caliber or such rifle is . 22 or 
om~llor o.nd 1 r 1 ts barrel 1$ 16 1nchoa o r more In longth. 

Adndntatrat1on . - The a~reau a•1nta1ne complete records or re&1•­
trat1one and t ransrers of n reanaa • • roqu.l rod by the Aet. All t~arers • 
!ncludin& exports and !cporto , are subject to a pproval by the Buroou. 
Other a dcin!strative ""r!c !ncludoa !r.torprotatin rul!nr;s . &:>4 .. ttera 
pertt.!n!nt; to se!turos of fl ro&rmo and !nvoat!r;at!ons of reported 
violations of tho Ae't . The adm1n1atrat1on or tho law requires frequent 
contact 1-dth the Department of Juet!eo and occasionally •1th tho liar 

Department . 

Since the Act is 'l'lholly rogu.lo.tory in its ptlrpose , tho revenue 
do r1 vod the rounder has been nor.li na.l 1n a.mount . 

The Bureau is now eonaido r1n5 oortain recomzn.endatlons ror ~~e 
amendment or tho National Firearm• Act wl\!ch may! bo su~m!~to~.;.. .:Ont 
a pproprio.to conferences aro h•d. w1 th ro:e!s:n!·~=t~:: ~r th: Mt. 
or Juet!eo l!kowl$0 !ntorostod 1n the • n • 
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T.n or llt."':COTICS 

Earrlson ll&rcotle Lt.w, 
a.a a.mcndod. 

Yield for fitcal year 1936 ------------- $ 55~ ,028 .39 
Estt!l¥lted yiel d fo•· f1sco.1 yoo.r 1937 --- 5,50 ,000 .00 

ApproximlltO number or tuxpuyors -- 218 , 600 

1110 

~.J:.U .. lHY bl.ck£!.9.\H!.<!.· - A t .. x on n~rcotlc• v-.a fi r st loposod by 
tho Act of Oc>tolx.r 1 , 1890 , undor v.hlch OJIIUII liMUft..Cturod in tho Unl tod 
St~tos for smoking purposes - • subjootod to ~ t-x of $10 . 00 " pound. 
Th~t ,.ct wus or. nd~d by tho net of 11-roh 3, 1897. to proYidc for cortoln 
pen- I tic a. The tex Oil opi"" mt.de In tho Unl tod States ro, SIDOklnt; pur­
poaoa WllS lncroa<ed t o $)00,('() a pound by tho Act or January 11, 19a. 
Tho lo.st mentlcnod Act •s succcedo:l by the Ha .. rioon Narcotic Act which 
,., p&seod on Dcccaber 17 , 1'}14. Tho Ma.rrtson Nareotic Act is aueb 
brooder In scope than tho prior Acta. It laposes a stamp tox or I cent 
por ouneo or fraction thereof u;>on optua , coca le•ves , any compound , 
salt , dortvativo , or prepa.rat1on thoroor , produced in or imported. into 
tho Un1 t od States , e.nd sold , or romovod. ror eonswption or s.e.lo , 11bich 
tax is in addition to any lmj>Ort duty lllpo& ~d upon such drugs . That Act 
also provides for a spocial or occup4tiond tox ..t>ich '"'" iJ:lposed at tho 
oristno.l rate of $1 . 00 por o.nnum upon a.ny porson v:ho produces , 1mport:s , 
Jnanura.etul·os , compounds , d6als in , d1aponaoa , avlls , distributos or 
r.lvoa """'Y uny or the tuxablc drut;• • Proviaions wo re m~do in tho Ac t 
for tho uso of order forms w1 th rospoct to .. los o r taxabl e drugs, keep­
lot; r .. cords , filing notices , roturn!ng lnvontorios And posting bond• by 
puraon• ong•ged in tho t rado. Tho Aot alec provides various pcn~ltico 
w1 th roapect to unlawful possession !lnd other Yiolo.tlons or the Act. 
Tho !Iarrison Narcotic Act was first .,.ended by oectlona 1006, 1007 and 
lOo8 or the Revenue .t.et or 1918 wbleh chanr;od. tho claosif!eo.tion and 
rate of tl.o special or occupational tax u folio•: 

4· 

Importers , :anuracturora, producers , or eocpoundors, 
$24 . 00 per o.nnum (Kno'IO'I u Clase I ror;iatrants) • 

,fholesalo dea lers , $12 . 00 por annwo (lnown •• 
Class II re&istrants). 

Roto.il dealers, $6.00 per annum (Known as Class Ill 
registrants) . 

Physicians , dentists, veterinary eurgeona, and othor 
practitioners lawfully ontitlod. to d!atribute , dls­
peneo , give ••Y• or adminiator tho drugs covered by 
tho ;\Ct to patients, $3 .00 ~or annUil ( Known as 
Class IV rer;lstrant a). 
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Section 1007 or the Rnenue ACt of 1918 rur tbe r &JOOnded tbe Harrlaoo 

N~reot!c Ac t by prov i di"6 a spec ial tax of $1.00 per annum wl tb 

roapeet to poracne doalin& i n certain pr-opa.rationa and remedies not 

included as taxable dr"'ls under tho Act . 3uch taxpayo ro , includ1n& 

dispensing phys icians. are claas od as mo.nufacturcre of cmd doo.le ra 

in exe,.pt prcp.tretlons and lcnown u Class V re&lltrants . 

Tho next ~ondment to tho Ha rris on Narcot ic Act ~us mndo by tho 

Rovonuo Act or 1926. Soction 703 of such Rovon110 ACt reduced the rete 

or spoc !lll tAx in t ho case of Class IV rog!otrants from $3.00 to $1.00 

per annum . Soc ticn 705 of such Rovonuo Ac t &uthor!tod the Secre tary 

or tho Troa6ury to deliver tor medica l or sclentlrtc purposes to any 

dop~rtment . bureau or other ~ency of tho United S t~tes Oovornmen t 

dr\l6s aoitod e.nd conrt aca ted or forfel tod under tho narcotic lawa . 

The next OJ:>ondment was mo.de by the Act o r J o.nuary 22 , 1927 , v.hioh 

author ized t ho ~roaldont t¢ • tssuo such Executive orde r as wUl pen:.it 

those pe rsons i n the Vi rgi n Isl ands of the United Stat es l awful l y 

entitled to sell , ~eal in , d!s;>en ao , prescribe , and d!ltr ibut o tho 

a.rore s .l. ld druss . to obtain said dru~s rrom persona re;laterocl u:1.dor 

this act vdthln tho c ontinJntal United St atea for l~g! t1mats medical 

purposoa , witbo1.1t roga.rd t 3 tho ord!] r toru d- scrlbod ln this S(.Ctlon.• 

Tho AC t of llarcb 3, 1927 , while not &lllondln& the taxin& provlaions 

of tho narcotic l a .., , related to tho &dJII!ni atrat!on the reof. Thia Act 

created t ho Burea u of Prohl bl t!on i n tho Trou ury Department and con­

ferro<~ upon the Comisaionor o r Prohi bi tion aubstantially all the r !ght a , 

privi lege s, powers and dut lea witlo r es pect to tho adtlinlstratlon or the 

n&rcotle la.,ll , othe r th&.n the collection or tt.x, Wb ioh l'.~Dro or igi nally 

ves ted in the Commissioner or Internal Revenue . 

Tho next &.QOndloent to the tax prov!slcna .,... ,...do by section 432 

of tho Revenue ACt or 1928 ""l ch roducod the s pacial tax w1 th respect 

t o retail dealers {Claso I II rogistrunts) f rom $6. 00 t o $3.00 per Qnnum . 

Th• a dJu!nistration o f the narcctic · lawo •• again cban&od by the 

AC ~ of •June 14 , 1930 , Which c rea ted a separate Bureau or !larcotica and 

since thon the ac:ba1n1a t"-t1on or tho l aw has been c e.rrled. out by that 

Bureau e xcept o.s to eo rta.tn duti es ,'li t h roapect to col l ection, •dJust­

oent ., ;. ta.xea and tax coaproa1soa mteh o..r. still vost o4 1n tho Burce.u 

or Internal Revenue . 

A now and •dditional clAI S or epec1Al taxpayers , known •• Cl6a' VI 

registrants , .ns oroatod by aoetion 806 of tho Rovanuo AO t of 193 

undor Which a specinl to.x of $1 . 00 per IUinWI is !mposod upon por;ons_ d 

not ro&i ~ to rod e.s an 1aport~r , ~~ctur~r. pr~duco r or ~~untA~rb~: 

1.>..-fully , nti tlod to obt<Lt a> llOd uso in " l " boro.tory ony o o • 

dru,s! ror tho purposo o f r..,IO&tl'Cb , in•tru.c tton or ~:~lysis. 
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~~~· - "l'h~ tax on nllrcotlca is e•sentlo.lly regulator y 
1n purpoPie and effect. However, narcot1o1 ure ao exte:tsivoly u.so4 1n 
tho field or mo~lclne t.'v>t tho tox , oven tnoogh re(lul&tory , yields 
quite a aul:ustM...ntial r~Jvonue as eomJ>'Arccl ,;1 th other regula. tory menaurea. 
Thus , tno tox uffocts more thlln 200 ,000 toxpo.yora and produces an annuAl 
rovonuo of moro tl\o.n ono -b1>lr Joilllon doll<.rs . 

Ado1n1stn.t1on. - Tho adm1n1 <tr<4t1on or the narcotic l aws fro10 tho 
stc.nd;1olnt or thei r enforcement rosta for the onost part In the Bureau or 
Narcotic a . Tho Buroe.u or Into rn&l R~venue 1a concerned rno1nly ''11 tb tho 
c ollec tion of taxes , adjustr.lonts by "•Y or cldms , etc ., ""~ compromises 
or tax Ue.b111t>·· 

PrOD the standpoint Of the tax Collootion o 1 t 110ul<l. SCell that 
a minor ....,ndJJicnt should be ""'de tc tho apoc!o.l tax upon Cle.os VJ 
ros tstro.nts u Imposed under section 806 or the Revonuo H:t or 19)6. 
In that section, tho tax Is fixed at •$1 por annllll'• Instead of •Sl 
po r o.nnum or frt.Letton thoreof'• as in th<J case of tho othor elassea . 
By tho omission of tho pnrasc •or fraction thoreot•, it is necessary 
to propor tion tho special tax In thlo clan or taxpayers Whon thu 
liability bo~ins In any othor month tl\e.n July. Asldo rrom such 
amendmont , the Burea~ he$ no othor rccommondat1on to make . 
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TAX ON t.DULTEKATED BUTTER 

.\~t or llt.y 9, 1902. 

Yi eld t a r fio~l year 1936 --------------- $4 664.11 
Estimated yield fo r fia~al year 1937 ----- s:ooo.oo 
!lumber of taxll"ye r a ---------------------- 1 

143 

§t~tutory background &.nd econonlo b&sis . - The tax on adulterated 
butter i& imposed unde r tho Act of WO.y 9 , 1302 , at tho ro.te of 10 centa 
a. pow1d. The Act al s o levies spec l tt.l or occ\lp&ti onal taxo& at the re.too 
?f (") $6oO . OO a year >.'1th respo~t to mt.nufo.cturo rs of suoh product , (b) 
$480.00 a year 1'11tl. rospoct to .,.'holeoalo dualor s , and (c) $48.00 a yaar 
with roapoot to ,... tail deal ers . Tht .c!m1n1atrat1ve pro\•lsiono or tho 
oloo.-.1&rga.rlne statytt!S rol~tlve to lo.bul1ng, p&c1clzt~ , reco rds , returns , 
otc ., apply tc th.> t ax on adultoratc.d wtt<- r . Tho taxable produet Ia 
doN nod in tbb l a ..- u o. g rado of butt~r produeed by .Urlng , roworklnr;, 
ruchumin& ln ailk or e ro:a.m, rc.. rtntn& , or in •nY wu.y produein,@; .;a. unlfora, 
purtrh d , or 1aprov"'d product i roP dlff"' n:.nt lota or pr.rcols ot :;cltod or 
UJ'Ul(.}tcd buttc. r or b'ttt..Jr rat, in Wtlch any aold , alko.U , ch'-mle.41. or any 
S\lbi"-1\Co 'At\Cltever is lntrodu.eed or used f'or tho puTfJOSO or with the erroet 
or deodorltl~~& or reuoving thererroo• rancidity, or o.ny butter or butter rat 
with which there Is r-lxed o.ny substance forelr;n to butter, with Intent or 
offoct of cho~>pening In cost the product or any butter In the o:o.nuracture 
or m .nipul ... tion or v.hlch a.ny proc.oas or m~terta.l ts used with intent or 
ertoct or cnus1n<; the o.bsorption or abnormo.l qun.ntttics or Yllter. mille , or 
ct•eom. Tho reg.,l c.ti ons ns or i;;lnc.lly promulgatod provided omong othor things 
th.;.t u.ny butter which ~& fown~ to oontc.in 16 peree:tt or more of moisture 
anould be cl.>ssed .. s <>dul tero.tod butter . Thio porcent,.ge wns r!xod owinr; 
to t ho ruct th-t norm<cl butter or uccep•ed at-.ndcrds h~d " moisture 
content or le38 than 16 percent. Following thi• regulutlor. mny asseasmonta 
and ~ollce~tons or ~txes were made ~salnst mAnufacturers of butter found 
upon officir.l c.nalysls to contain 16 percent or .,., .. or moistun. The 
Supro"" Court in the eo.se of Lynch va . Tilden Produce Company, tocided 
under d~to of W.y 26, 1924 , bald ~t the law did not pres~ ribe o.ny atando.rd 
or moisture for butter a.nd tha.t llbero b\lttor conta.ins en e,eoss ll&QW\t or 
aoiature , 1 t =.ust be shown t."';lt soao proeoaa or Daterto.l •s used to cc.use 
the o.baor ptlon of the excess .oistllre to render tho product taxable u 
o.dultero.ted butter . The ror;ulo.tiona were o.~nded o.c~ordlngly ond it i1 
now necosso.ry to show in eueh cuso th~t-tho excess .ols t~re resulted rrom 
Q process or mo.torial used . Adulter~~od butter is now produced by o~ly one 
registe red llll'nuf't.cturer , o.nd :.>.S he oxport• hie onti re output f ree of t-.x , 
no eo!MIOdity tnx Is d&r ived t horofrOIII• Tho ot <>tuto 1a purely regulc.tory 
in pur pose ~nd henco tho rovenuo dor1vo4 thorounder is no~lnal in o.mount. 

Admlnl st r~>tion . - The ac!min1otro.tivo Vlork consiS ts or examination of 
roports from tho manufacturer and the reviewing and passing on reports of 
field inveatigo. tions . SlliDplos of product taken by field offi cers o.re 
exAIIIinod In the Deportment' s labora tory ~d when it l o discl osed tha t tbe 
product is adulterated butter, aseesaMnt of tax is .-do. Almost invari· 
ably tho person so assessed diooont1nueo tho manufo.cture or tho to.xo.blo 

product. 

Th• B\lreau a akes no reeom:.endatlon wl th roapeet to thi& t ax. 
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TAX ON ffiO::ESS ()\ RtliOVATED B\TI'TEII 

Aet of U.y 9 , 1902. 

'!told. for fiscal you 1q36 -------------­
Estimo.ted yield for rlscal yo ~r 19~7 ----
Nu~bor or t a xpoyor s -------- - - -----------

$ 5 .973·51 
6,ooo .oo 
5 
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Stututor~clcground u.nd ceonomle basis . - Tho tAx on process 
o r ronovo.tod butter is i Jl!posod under tho Act or IJo.y 9, 1902 , at tho 
ro.to of ~ cont e. pourd. The ACt ~lso lov t.oa a. epoctu.l or oecupat1ona.l 
t.>.x at tho rutc o~ $50 . 00 .. you upon ....,utacturors of such produc t . 
No tu lo levlod with rospect to whol~sC>lo or r<.t'-'11 doo.l ... rs. Procus' 
or rdnov..>.tod is d...flned ns butter 'Ohich hua boon subjocted to o.ny 
proeoas by which It it c,l ted , clC>r!rlod or r~ rlned . The rot;ulo.tlons 
lsauod u.ndor authority of tho Act pru'scrlbu the""""" of po.ek in& 
tho product und of l>r<mdin& and otc.aplftl> tho pocl<Gf;OS· In Mditlon 
tho J'\.15Ult...tions -roqui ro QC.llura.eturors to ~c.op reco rds -nd n..Jcc rotu_rns 
Ql to production , di sposition , etc. Wholoa~l• de~ors while not 
subJected to un occupotion~l t~x ~A ~lao r equi red to m>ke reports 
o f thei r trans~,;.Cti.:ms . Fc.ctor iO!:h storohouaes , Otc •, ~re subjoCt 
to Inspection in ~ecordnnee with tho Feder-1 Food o.nd Drugs Act . 
Dur int; the floe .. l ye~r 1936 , there woro 5 rer;istered l!>'nur:..cture r s 
of the ~x~ble product MO roporto~ " total producti on of 2 ,252 ,920 

pounds . 

The otatuto is purely regula tory o.nd uccordinr;ly yiel ds but 
little revenue . '.Th1le tho tax a.t tho rate of t cent a. pound seems 
too small to have a.ny appreciable ~£\llatory orroct , neverthelosa . 
the roqul romonta of the robul&t iona as to labelinG • ote .• are 
calculated to prevent the sale or tho product. a s pure butter. 

Ad.lainlstra.t.ion ... The statute la :~.dainl stered ln conjuncti on 
w1 ~h tho Dopo.r tc;ent or At;ricul tur<l. 'l'h• ..,rk or thO Bureau include• 
auditiftl> returns of .-nufo.eturora and wholesalers , caking investl -
11t.tions or suspected vi olations o.nd usoaain!'; o.nd collecting tho ux 

When violations aro uncoverod . 

Tho Burea u. makes no r,.com.mt~ndat1on 1ti th roapoct to thi s tax. 
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TAJl 011 loll X"ll FLOUR 

Act of Juno 13, 1898. 

Yield ror f1sca l yoar 1936 - ------------ $ 5 ,582.59 
Estimated yi el d for fiscAl year 1937 --- 5 ,500. 00 
Number of taxpayers ------------ - ------- 25 

St11.tutory back;; round o.nd oc_onomle ba.sla . ... Tho tc.x on mixed rlour 
io impoood undo r the Act of Juno 13, 1898 , At tho rotos of 4 coot s • bar rel 
or othor package containing 196 pounds or more , 2 cents on h~lf ~rro lo, 
1 cent on quartor bnrrols , and i cont on ono-oigbth borrels . Tho Act ~lao 
impoaoa o.n oecupo.tiono.l t4x of $12.00 por yec.r upon evor-J pe rson , firm or 
corJ)OrO.t1on ong"bed in ..,king , pocking, or ropo.cl<lng aixed flour . Tho 
to.x&blo product """ deNnod oris!nally o.a tho food product resulting f roa 
tho g r inding or mixln6 tor;othor of ...tloAt , o r \'11\~at flour , o.s tho pr lnc!po.l 
conat1 tuont in quc..nti ty , 1f1 th o.._.,_y othor gnln , or tho product of u.ny othar 
&rein , or othor ~teric.l , oxeopt s~.aeh co.torh.l , not oxceeding 5 pur c.c,ntwa 
In quontlty, o.nd not the product or Gny grAin , o.s Is comgonly u•cd for 
bo.lclng purposos . Tho followin& proviao .,... :>ddod by tho Act of ~reh 2 , 
1901: •Provided , That \'lhon tho product rosultlng from ~~o &rlndlng or 
mixing togothor of 1-tlollt o r wboo.t flour with o.ny othor gro.in , or tho 
procluct of any other gra.in , of which whea.t or rmeo.t flour is not tho 
princlpo.l constituent as spoclr!od in tho foro&oing definition, Is in· 
tended ro r sale , or is sold , or of to rod for sale a.a wheat flour, such 
product shall be held to be m1xod flour with in tho meaning of this Act . ' 
Tho definition '"'" furth• r amended by tho Act of April 12 , 1902, by 
omitting the \'\'Or ds •not exceeding 5 por centum in quanti ty• after tho 
words •oxcopt such mAteri al". W.xod rlo1Jr makors , po.clcors und ropack.e rs 
o.re ruq,uirod by the law and rogulo.tions to mako n-.onthly returns of 
produc tlon and sta01p tax payments . According to the Bureau rc:corda , 
26 ~kors , packors and rQp&cKors or mixod flour wore or~agcd in busin~•• 
during thu Nsc.tl yoa.r 1936 and producud 19 ,5112,143 pounds of the 
taxablo product. 

Tho to.x I& str lcUy regulatory. Tho law • • enacted followlnr; 
eomplatnts that cheaper flou.rs or othor -.tertals hav1n& no food valu.o 
wore beinr; mixed with -N>eat flo~tr and tho mixture sold to tho public ao 
strictly .neat flour. rJollo tho law hal yloldod but little rovenuo, It 
has contributed appreciably to tho prooont day purl ty of Yibcat flour . 

1\dmlnlstration. • Tho work or tho Bureau Includes auditing rctum • 
of mi xed rlour mo.ko rs, packe rs o.nd ropnckora, maintaini-ng eompl o to 
rocordo o f registration G.nd production , e.nd l!'.aking in\·esti&e.tions or 
auapoctod violations . 

Tho Bureau makes no reco~ondation with respect to this tax. 
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T,J ON Fli..I..ED CJ!E<'SB 

ACt of JIUIO 6 , 1896. 

Yield for fiscal year 1936 ••••••••••••• $104.17 
Estimo.tod yiel d for fiacd year 1937 .•. 500.00 
Number of taxpaye rs (Nono rogUtorod) 

Statutory background and oconCHlliC basis . • Tho Aet of June 6, 
1896 , impooos a •tamp tox at the rate of 1 cont a pound on filled 
choooo and apocia1 or occupational taxoo applicable to that product 
u follo•: 

w.nura.eturors ___ ............................ .. 
Wholesale d~alora ....................... .. 
Retail dealers ----··········· 

$400.00 a y~ur 
250 .00 a yuar 

12.00 a yoar 

P1ll~d cheese is defined as all substance• mAde of milk or skimoed 
milk with tho admixture of butter, anir.>&l oils or fats , vegetable 
or any other oils, or co01pounds foreign to ouch ~:ilk, and oade in 
imitation or semblance of chcoso . Tho Aot proscribes tho kind of 
paokn&o• to be used, the branding of tho"product , and also tho 
filing of bonds and kooping of records , wnd r~ndoring r oturns by 
porsons ongagod in thu businoss of ~unutncturing filled choose. 
Thoro hAv~ ~on no amendmvnts to tho ACt. 

The tax is <molly regu.l&tory Md obviously 11 intended to pro­
vent fraudulent sales of •tilled" cheese •• pure eheose. The revenu.e 
produced under tho ACt bas been purely nominal. Thore are at present 
no registered &&nufacturors or dealora in filled cheese. During the 
aore recent years, thoro h&s been a 1roat inoree.ae in tho SUtutaetura 
of ao-ealled • spreads• wbich eontcJn ehoeao , but in a 5ro~t a>jority 
or auch products it has been found thO.t tho •aprea.d• doos not f":Ul 
within tho statutory definition or rlllod cl\eoao. 

Administration. - Tho ~dm1niot~tion of t ho Act includes f1old 
invoetigo.tiono in co.•~• of suapoct•d prcducte with tho o.ttond<>nt 
o.ooort1on of lio.bi lity ~on o. product 11 found to bo •fi lled ehooso•. 
In such c~soa , the ~~racturo of tho product la lnv~riAbly d1seon­
tinuod or tho forrnul<l cMngod, so o.e to o.void rurthor H~bility. 

Tho Buroau mok a no r.oo~nd~tion with roopoot to thiS tax. 
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TAX ON OU::Oil!J!GN!INE 

ACt of Auguat 2, 1866, 
as CUir.tndod. 

1~7 

Yiell for fiscal year 1936 - ----------------­
S.timo.ted yield ror fiSclll year 1937 --------

$2,20),804.01 
2 ,200 ,000 .00 

Number of t&XJ*yers : 

Ul.nu.ta.cturora of oloomar&&rlne ·----··------­

·;.'hol,. sale dealers, colored oleoargartne ...... .. 

dholesalo dealors, uncolored oloorna.t·gari no -­

Rotatl dealers, colored oluo!Yrt;•rino ------­

Rotl.il doa.lers , uncolored oloor:o.rgartno -·---

42 
5 

l ,:J40 
75 

160,565 

Statutorv be.ck15round. - Oleor.J&~e.rinc ta.x~• were Nrst llilfOI'-d u.ndor 

the Aet of August 2 , 1886. Th~t ACt provldod for a atamo tax or 2 conto 

a poWld on doc .. tle product , a utaup tax of 15 cents " p;,und on llllpOrted 

product and spoclal or occupo.tlonal texes at tho mt<S of $6oo .oo .. )ll>Ar 

upon r~uracturers, $480 .00 a yeQr upon wholosnle dealers ond $48.00 a 

)ll>t.r upon rotall dtllllors. Tb:>t Aet ,.lso provldod tho.t ....,uf~>cturors of 

olooma rgartno Koop rccordc dnd moku raturna of thol r trGnsaettona . Tho 

lnw ~~ nDLnd~d by tho Act of October 1, 1890, Which provldod for the 

keo pln& Of records And ~king or ruturns by ftholo&Q}C do~lora !n oloo­

margo.rino. Tho first diatlnctlon botwoon colorod (\l'\d u.ncolorod oloo ­

""rg<>rinu • • mo.dc In tho liDt of l&:y q , 1902 , ur.dor ><hleh tl>O roto or 

taot on domostlc product • • chan&ed to 10 cents • pound In tho •••• of 

oleomargarine artificially colored to look like butter and 1 cent a pound 

on uncolored produot. !bat Act also reduced the special t•x in the ctuse 

of Wholesalers dealing only In uncolored product to $200 .00 • year and 

;otallera dealing only In uncolorod product to $6.CO • year. 

Other amendments v~ero aubaoquently mad., rrom ttme to t1r.e . The law 

woo amended by tho Act of October 1, 1918, oo us to allow manufacturers 

to p<>ek oloomargkrlno In paper pockages. Oloo .. rgcrlno ... redefined 

by tho ACt of July 10, 1?)0, to lneludo o.ny pr oduct churn~d, eculalfled , 

or ~xod ln cro~, milk. water or othor liquid, Qnd containing moisture 

in oxcesa of 1 percent or common adl t. In tlddi tlon 1 certain exe.ptlons 

were provided ~tb ros~ct to puff-pa•try ahortonlng , OQlad dressings, 

etc. Tho Aet of Uorcb 4, 19)1, enlarged tho soope of tho hlbhor tax on 

domestic product by providing that tho rate of 10 centa • pound ohall 

apply to all oloomo.rgarlno which within certain apoclrtod degreoa Ia 

yellow In color, rogardloaa of obothor or not artlflc&lly colored. Tho 

laat amendment •• m&t!e by tho Act of F'obruory 24 , 19)), under oblcb 

penaisslon • • grontod to peel< oleocargarlno In tin con tal nora • 

£bonofo\1C basis. - The oleomo.rcarine taxes, althOU&tl excises ln 

nature 
1 

are re1t.tlatory in purpoao. They '\'JIOro designed a.s a oheck upon 

tho fomor fraudulent pr<>Otlco of dlotrlbutlng oloo,...rgarlne to tho 

public as butter. In that respect, tho stetute o.ppeore to h•v• llchlo .. d 
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Ita purpoee since such fraudulent pr•ctlc& nao boon vory sub­
stantially overcome. Oleomar~artno, howevor, ta nevertheless 
~ ~ooo&n l &od food product und ita rnMnufacturo Is an est~bliahod 

n uetry. Duo t o the hi,;hor ~nx r c.toe Imposed u~on tho colored 
product , tho tro.do is conrinod u'lo.inly t o u.ncotor~d oloor.Arga.rino . 
Tho roturns "" made to tho Burc~u discloao " totul production of 
368 • 964,422 pounds or WlCOlorod O)OOI ... r (lllrlno fl8 Colllp!l red wl th 
2 ,773,194 pouncs or colored product durin:; tho C'1sCQ) you r 1936. 
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In<.~au1t1os .... Th'l re a.ppt.a.rs to bel no con flict with respoet to 
tho oubj<>cte t axed und>r tho olo~r1,.rlnu ltwa . Tho ttlxc s oo1n& 
l"C;sult..tory nocossarily a.rr~et tho trt.4CI ..:.nd industry. Bouov ... r, tho 
ra.to or tl.lx on uncolored product is eo low, ~1:\& only ~ cent a poWld , 
that it can not be regarded a :; rot&rdin& or other'io1Ge advorselJ • t ­
foctln& the Industry. The tex on the colored product Is p\U';'osely 
hl&h• or 10 cents a pound so as to discourage rraudt lent sal e s or 
such product to the public u butter , 

Administration. - On the Whole , the relations or the Govornment 
with oleomaroarine manufactur~rs and dealers have been very sAt is­
fllctory, the texpayors giving full cooper.>tlon . Tho l"w r rovldes th•t 
any person ~o aulls , vends , or rurntshoe ol~omatbArino for tho usc ot 
conswnption or ot hers , oxcopt to h1s ovm rr.uJily ttLble "'1thout comp..:n· 
aat1on , or v.ho sho.ll add t o or mix w1 t )', such ol'lomargn.rlne a.ny sub­
attt.nco vtlioh enust:s such oloorrw.r;,arino to 'bo yollo'o'l i n col or , shall bo 
hold to bu a lllllJ\uf•cturor subject 4 tho provisions of tho Act . l<t\ny 
c naoe occur, mostly throu.gh lgnoro.nco of th? l&H , vt,oro boa.rdin~ hoUI6 
lcoopura , lunch r;)om proprietors, o.nd hu&d.a of schools c.nd othe r inDti­
t~tlons color oloom&rg~rin ~ for t6'blo us~ . thua incurring 11~bility 
undor tho provisions of tho l a w. Such <HU(JI " ro usually closod by tho 
:lCCopto.neo of a s~ll of for 1nfcomproa1au . 7ho mo:-c s e rious e-sc.s of 
violations occur When persons altho~~ 4~ro or tho provisions of tho 
l~w, procure lar,&o qu~titl~ s of uncolo rod ol'o~rg~rlnc ~d color it 
ror rut-....11 aalos e.s buttor. 'l'b1J c.dalnl s tn..tlvo '~de in the Curcil.u 
oonslata or n;vlcwing rc,ports or ~ura.oturors o.nd -ttolcs.tt.lo doQ.].ors , 
ehocklns n~s and &~dresses of conoi&n••• with the Bureau record or 
taxpo.yers ' making requests ror 1nve1Jt1&at1ona to require tax payments . 
tho compUntion of roporte ohowln& ln&rodlente used In ....,ur..cture of 
oleomo.rgarlne o.nd amount of product , rov~owln& reports or ouspocted 
vlolu.tiono • re viewing recommondJ.tlons ror assessments , consider.ltion or 
of'fera ln compromise, hnvlng a.no.l ysoa mo.do of samples of product sub­
mitted, oxnminlng cartons nnd t~dppora for upprov41 , m~k1ng rulinGS as 
to ~ppUcatlon or to.xe s and tnterprotation of re&"l" t!ons , .xamlnotion 

and ndjuetmont of cl&ims, etc . 

The B
4

roa.u ha& no recommendntlon to -.le-e in connection with those 

ttlxee. 

' 
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liiSCELLANtlOUS 1\CXlULATORY ThX!':S STILL IN oFFEX:T BUT 
YI!::UlllfG NO Rt=:VEllUE. 
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"hlte phosphorous matches . - Tho Act of Apr il 9 , 1?12, lmpoood a 
tax or 2 cent s per 100 on the mBJ.'luructure or \h!;1te phosphor ous matches , 
will te phosphorous boln& descri bod o.s •tho co"""'n poisonous -.t.l te or 
yoll~w phosphorous used In the l:l&nufacture of utchoa•. Tho Ia• pro­
vld.e~ ror the reolatrc.tlon of every u.nuracturer or s-ueh r.atehes and 
tho pocking and brt.ndlnt; thoroof. It also pro•lde~ th•t on and artor 
January 1 , 1913, ml te J'hosphorous utehes ao.nurt.cturod vmolly or In 
part In a~y foroi£n country should not be on~ltled to entry In any port 
of the United StD.tos. l'ho law further m~do It unlawful to export any 
will to phosphorous mQtChoe from the United St ateo after Janunry 1 , 1914. 
Therv aro no ma.nure.cturoro or \\hi te phospho roue matchos at the prosont 
time . lfo t&x hns boon cclloctod unde r the Act for many yonrs . This 
Act was l:llposod owln& to tho deleterious offocts or •mlt~ phosphorous. 
In mo.tch II'Anufacturtng it joop6rditc.d hwnw.n ho!llth o.nd 11rQ , CiloUSin,s 
nc.;.erosis or •phosay j&wil . o dis,aso atto:tdud t-1.th au!"foring r.nd dis· 
fl£ure,...nt . It &leo u.fford~d u roody a.MS to parsons lnt"nt upon 
aulcldo , tllld \>.&S • con.Jto.nt DCDe.eo to ch.lldrcn ln tho home . In 1898, 
A c:tmpound knom os •pnosphorou.s sesquJsulphldo" . ':hich eliaino.ted 

tho poisonous olec:.o"-to In ""'tcb 108lcing , """ patented by the Pronch 
Government . The uso of this process !n tho Unl ted St.tes """ loft£ 
controlled by tho U!umond lbtoh Coapnny, Ylhich lAter took the J>l't ri­
otlc o.ctlon of surrondorine; its l et ters po.tont to tho Cnltod Stutu 
Government, thus oponln£ tho my for <lll mo.toh nanufo.cturoro In this 
count ry to uso tho process wl thout the pnymont of roynl ties . An 

internat!on<>l treo.ty proh!b!t!I'IG the use of polocnous phosphorous !n 
tho mDllufllet ur·o or mtehos wc.s entered into a. t tserno . Swi tte rlo.nd • 
In 1906, lllld l ater ,.,, ol&ned by virtually o.ll EuropeAn po...,ro. Thls 
tret.ty , followed a!x yoo.rs later by tho ""!to phosphorous "" tch act 
tn thl$ country, hns virtually wiped out or , xJ otonco the polaonoua 

a.a.teh . 

The Bureau OQkoa no rccommond~tton with roGpoct to ~is ~x. 

Cotton futures . - Tho Unltod St~tos C~tton Futuros Act approved 
August 11 , 1916 , lov!os a to.x of 2 conts for oach pound of cotton In· 
valved in ee.ch contract or Slilo of any cotton ror rutu re delivery mo.<to 
at on or in any oxch~ngo , board or trado , or cim!lar inst itution or 
l~eo ~r business . ThtJ: Act p1ovides thtlt such tax shall not bo loviod 

!t th rest>Cct to such contracts if they comply \II th c,rtain condl tiont 
""lch ar~ prescribed. '!be Act Is intended to co01pol roqulre..,nl wi th 
such prt..scri bed eondi tiona, and 1 t bas aebt _,yed the pur?QSO • •• no tax 

hu boon e<>lloctod thoi"Cunder. 

Tho aur4au m&kea no r<.-commondation with ruspoc t to this ux. 

Notes usod for circulat ion.• - Sections 19 and 20 of tho Act or 

f'ebrua ry 8 , 1875 . (18 Stat. 311) impose taxo8 ns follo~-s. 

Section 19 , •That 
bank a _sociations , anJ 

fl - asaoc itltion other than na.tlonal 
ovary p~ rson , · ·~ • ki 
overy eorporo.tion ' St.~.~. to ban~ • or Stato ba.n ~~ 
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association , shall pa.y a tllx or ton por contum on t.ho amount o r 
their own notes used ror circulation and p~ld out bl thee.• 

Section 20, •That every such perao.1, rtna , a. &.>Cl~tlon , corf\GI­
,...tion , St.lte bo.nlc or State Nnking o.esoolatlon, and also o•ery 
national bo.nking ueool:ltlon, eb<>ll p&J " l1ko tax o• t..n per eontUA 
on the &DOunt or notes ot u.ny person. n I'JI, • ••ociotlon other ttu.n ... 
nationAl benkln& •~•oci~tion , or of nny corpor~tion, Stute bank, or 
St~te bunking d8IOCiO.tion , or of uny to~ , City, or Duniclpcl C~rto ­

ra.t1on , used for circula.tlon .:lnd paid out by them.• 

The mo.in object or tho Fodoro.1 leslslntlon on this subject ms 
to secure for tho na.tionnl Cu.t"roncy tho oxcluaivo uAu in the United 
Sto.tGs o.s ~ circul~tlng r.od1wo; o.nd thlo objoct 101 so.ght t o bo 
effocto<l by imposing upon 1111 eompot1tlvo llonoy ouc .. " to.x u• YJOuld 
""'l:e its lssuo unprofiteblo. (21 OJ>. Atty. Gon. S6o.) Tlieso l ~wo 
ho.ve ueeomp1ishod the doairod purpose o.nd no ~x t~• be<n eo11ool• d 

thoreundor in recont yocre . 

The Bu.reau makes no reeomzr.enc!ation wl th retpeet to these .xe t . 

' 
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