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The Clerk read as follows: 
To the Senate and House of Representatives: 

The shocking in~elUE;tence has been received that the President of the 
French Republic met hlS death yesterday at the hands o! an assassin. This 
terrible event which has overtaken a sister republic can not !ail to deeply 
arouse the sympathies o! the American nation, while the violent termina
tion of a career promising so much in aid o! liberty and advancing civiliza
tion should be mourned as an a1'fiiction to mankind. 

GROVER CLEVELAND. 
EXECUTIVE MANSION, June 25, 1894. 

Mr. McCREARY of Kentucky. Mr. Speaker, the civilized 
world is shocked and sorrow-stricken by the announcement of 
the assassination of the President of the French Republic. He 
was in many respects an ideal President, and was loved andre
spected in his own country and regarded with confidence and 
admiration in other countries. His death is a serious calamity 
for France and for Europe, and all over our country the people 
are filled with sympathy and sorrow. 

France is one of the great republics of the world. There
lations of our country with that country are peaceful and cordial, 
and we should show in a marked and conspicuous manner our 
sorrow for the sad atlliction which has fallen upon our sister 
republic. I therefore ask that the resolution which I now offer 
be adopted. 

The rewlution was read, as fonows: 
Resolved, Tha.t the House of Representatives ot the United States of Amer

ica. has heard with profound sorrow of the assassination of President Ca.rnot, 
and tenders the people of France sincere sympatny in their national bereave
ment. · 

Tha.t the President or the United States be requested to communicate 
this expression of sorrow to the government of the Republic of France and 
to Madame Cornot; a.nd that. as a. further mark ot respect to the memory 
o! the President or the French Republic, the House of Representatives do 
now adjourn. 

Mr. HITT. Mr. Spaaker, all the people of the United States 
to-day share in the grief and horror of , the French nation at 
the great calamity which has fallen upon them, and this House 
but expresses the universal feeling of the American people in 
the resolution that is proposed. It is a calamity-not alone to the 
French people that President Carnot has been stricken down, 
for nations are so interdependent in this time in which we live 
that it is a blow felt by every lover of liberty and order in the 
world. 

President Carnot, at the present time of critical questions 
pending in Europe, was a man whose personality was of grave 
and great importance aside from and above his political position. 
He was chosen in 1887, at a time when there were other and far 
more brilliant namespresentedforthePresidency--1\.!r. Brisson, 
Mr. Floquet, M. De Freycinet, and Jules Ferry-names that 
were known far more widely than his, but the reputation he had 
earned in the Chamber of Deputies (a body which exactly cor
responds to the House of Represen ta ti ves of the United States), by 
his temperate, moderate, sensible, and laborious course through 
years of patriotic service, had built up for him a strong name 
and won the confidence of all, so that he wa.S chosen President; 
and it was a most hopeful sign, in this our day, that a nation 
believed to be the one most easily charmed with and led aside 
by brilliant qualities should have, in a moment of grave trial, 
selected as chief ruler a man who was the very embodiment of 
saving common sense. , 

He was about to be reelected President of the republic; and 
at this time, when social disorder is threatened in so many 
places, when the interests of great nations are liable to come in 
conflict and plunge the world into tumult and strife, we can feel 
not merely personal grief and anxiety for the wanton murder 
of a good man fallen by the red hand of crime, but a wider sor· 
row for the loss of a wise statesman in such high responsible 
position that the whole of mankind suffered a blow when he fell. 

I join with my colleague [Mr. McCREARY of Kentucky] in the 
expression of the sympathy which I l;>elieve every individual in 
this House and in the nation shares with the French people. 

The SPEAKER. The question is upon agreeing to the reso
lution. 

The resolution was unanimously adopted; and, in accordanc~ 
therewith (at 12 o'clock and 10 minutes p.m.), the House ad
journed. 

REPORTS OF COMMITTEES ON PRIVATE BILLS. 
Under clause 2 ofRuleXIII, private bills and resolutions were 

severally reported from committees, delivered to the Clerk, and 
referred to the Committee of the Whole House, as follows: 

Bv Mr. HUTCHESON, from the Committee on Claims: A bill 
(S. 345) for the relief of Horace A. W. Tabor. ) Report No. 
1154.) 

By Mr. KIEFER, f1·om the Committee on Claims: A bill (H. 
R. 4574) for the relief of Thomas H. Presswell. (Report No. 
1155.) 

PUBLIC BILLS. 
Under clause. 3 of Rule XXII. bills of the following titles were 

introduced and'severally referred, as follows: · 
By Mr. WILLIAM A. STONE: A bill (H. R. 7564) defining 

the term 1
' anarchist" and fixing and providing penal ties for 

crimes attempted by anarchists-to the Committee on the Ju
diciary. 

ByMr.BRICKNER: Abill(H.R.!7565)tofurtherregulatecom
merce-to the Committee on Interstate and Foreign Commerce. 

PRIVATE BILLS, ETC. 
Under clause 1 of Rule XXII, a private bill of the following 

title was presented and referred, as follows: 
By Mr. STRONG: A bill (H. R. 7566) to correct the milit:lry 

record of John Boon, late of Company C, Eighty-second Ohio 
Volunt-eer Infantry-to the Committee on Military Affairs. 

PETITIONS, ETC. 
UnderclauselofRuleXXII, the following petitions and papers 

were laid on the Clerk'd desk and referred as follows: 
By Mr. BRICKNER: Two petitions from citizens of Sheboy

gan and one from Milwaukee, Wis., against any increase of the 
tax on whisky and against any extension of the bonded period
to the Committee on Ways and Means. 

By Mr. GEISSENHAINER: Petition of citizens of Freehold, 
N.J., infavorof exempting fraternal beneficiary societies, orders, 
or associations from the income tax-to the Committee on Ways 
and Means. 

By Mr. GRAHAM: Petition of 18citizens of Brooklyn, N.Y., 
against the taxation of beneficiary and fraterna.I societies-to 
the Committee on Ways and Means. 

By Mr. HAINER of Nebraska: Memorial of Hon. James A. 
Canfield and others, chancellor and faculty of Nebraska State 
University, praying for more efficient legislation· against lot
teries-to the Committee on the Judiciary. 

ByMr.HITT: Memorial and resolutions of IllinoisBuilding As
sociation League, adopted at Galesburg, Ill., representing 200,000 
shareholders, to amend income-tax bill so as to exempt building 
and loan associations-to the Committee on Ways and Means. 

By Mr. KIEF_ER: Petition of Charles Wolf, John Leipke. An
drew G. Johnson, J. W. Murphy, R. H. Downing, James Bitt
ner, J. A. Frees, G. Anderson, M. L. Mcintire, Charles Hoff
man, C. B. Wilcox, D. D., William V. McKinley, Silas J. 
Knittel, Lewis I. Wood, Henry J. Hansen, J. V. M. Davis, 
Phillip Gilbert, F. R. McManigal, Henry C. Capser, W. R. 
Hawthorne, Henry L. Gray, P. H. Kidd, W. Stegnet, R. M. 
Miller, C. L. Coleman, P. D. Codfrey, Christ. Lindh!, William 
Sundberg, T. F. Ramberg, A. Anderson, Charles H. Boostrom, 
Charles A. Malenberg, A. P. J. Colberg, John L. Johnson, and 
also a resolution of Washington Camp No. 4, Patriotic Order 
Sons of America, and many others, all of Minnesota, against 
appropriation for Indian sect3.rian schools-to the Committee 
on Indian Affairs. 

By Mr. McCALL: Resolutions of the General Court of Massa
chusetts concerning the extermination of the gypsy moth-to the 
Committee on Agriculture. 

Also, resolutions of the General Court of Massachusetts rela
tive to the appointment and removal of veterans in the national 
civil service-to the Committee on Civil Service Reform. 

Also, resolutions of the General Court of Massachusetts rela
tive to national legislation against the lottery traffic-to the 
Committee on the Post-Office and Post-Roads. 

By Mr. RITCHIE: Petition of Toledo (Ohio) Council, No. 21, 
Royal Arcanum, favoring exemption of fraternal beneficiary so· 
cieties from the operation of the income-tax law-to the Com
mittee on Ways and Means. 

SENATE. 

TUESDAY, June 26, 1894. 
The Senate met at 10 o'clock a. m. 
Prayer by the Chaplain, Rev. W. H. MILBURN, D. D. 
TheJournalof yesterday's proceedings was read and approved. 

EXECUTIVE COMMUNICATIONS. 
The VICE-PRESIDENT laid before the Senate a communica

tion from the Secretary of the Treasury, transmitting, in re
sponse to a resolution of February 27, 1894, directing the proper 
accounting officera of the Treasury to reexamine Treasury set
tlementNo. 5441ofJanuary 22,1885, a report of the Second Comp
troller in the matter; which, with the accompanying papers, 
was referred to the Committee on Appropriations, and ordered 
to be printed. 
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He also laid before the Senate a communication from the Sec
retary of War, transmitting, in response to a resolution of the 
Senate of the 20th instant, the original report of Maj. Clifton 
Comly, Ordnance Department, United States Army, dated Feb
ruary 17, 1894, " On the operations of the division of military 
engineering of the international congress of engineers, held in 
Chicago last August under the auspices of the World's Congress 
Auxiliary of the Columbian Exposition," together with the 
papers referred to in the report and list of contents of the same; 
which, on motion of Mr. MANDERSON, was, with the accompa
nying papers, referred to the Committee on Military Affairs, and 
ordered to be printed. 

PETITIONS AND MEMORIALS. 

Mr. McMILLAN presented a memorial of the Pharmaceutical 
Society, of Detroit, Mich., remonstrating rgainst an increase of 
the internal revenue tax on alcohol; which was ordered to lie 
on the table. 

He also presented a petition of the Michigan State Assembly, 
Knights of Labor, praying for the passage of the so-called 
Gresham bill, in regard to claims arising under the eight-hour 
law; which was referred to the Committee on Education and 
Labor. 

He also presented the petition of Dan J. Wilson and sundry 
other citizens of Jackson, Mich., praying that fraternal benefici
ary societies, o rders, or associations be exempted from the pro
posed income tax provision of the pending tariff bill; which was 
ordered to lie on the table. 

He also presented the memorial of J. S. Meier and sundry other 
cit:.izens of Flint, Mich., remonstrating against an increase of 
the duty on wrapper tobacco beyond that provided for in the so
called Wilson tariff bill; which was ordered to lie on the table. 

He also presented the petition of J. L. Allen and sundry other 
citizens of KaJ,.amazoo, Mich., and the petition of David Inglis 
and sundry other citizens of Wayne County, Mich., praying that 
the funds of mutual life insurance companies and associations 
be exempted from the proposed income tax of the pending tariff 
bill; which were ordered to lie on the table. 

Mr. MARTIN presented the petition of J. T. Moore, A. A. 
McGrew, H. B. Sparks, and sundry other citizens of Crawford 
County, Kans., praying that the funds of mutual life insurance 
companies and associations be exempted from the proposed in
come tax provision of the pending tariff bill; which was ordered 
to lie on the table. 

Mr. D.AVISpresented memorials of W. E. West and 158other 
citizens of Jasper; of F. Reese and 148 other citizens of L:.tke 
Crystal, and of Washington Camp No.4, Patriotic Order Sons 
of America, and 743 citizens oi St. Paul, all in the State of Min
nesota, remonstrating against the appropriation of public mon
eys for the maintenance of sech.rian Indian schools; which were 
referred to the Committee on Appropriations. 

He also presented petitions of J. W. Watross and 90 other 
citizens of St. Paul; of C. K. P. Crockett and sundry other 
citizens of Winona, and of J. F. Dean and 50 other citizens of 
St. Paul, all in the State cf Minnesota, praying that fratern!ll 
beneficiary societies, orders, or associations be exempted from 
the proposed income tax provision of the pending tariff bill; 
which were ordered to lie on the table. 

He also presented the petition of H. M. Hodgman and W. H. 
Yardley, of St. Paul, Minn., praying that the funds of mutual 
life Insurance companies and associations be exempted from the 
proposed income-tax provision of the pending tariff bill; which 
was ordered to lie on the table. 

Mr. MORRILL ·presented a petition of sundry citizens of 
Caledonia County, Vt., praying that the funds of mutual life 
insurance companies and associations be exempted from the 
proposed income-tax provision of the pending tariff bill; which 
was ordered to lie on the table. 

Mr. MANDERSON presented .a petition of 38 citizens or 
Weeping Water, Nebr., ':praying that fraternal beneficiary soci
eties, orders, or associations ba exempted from the proposed in
come-tax provision of the pending tariff bill; which was ordered 
to lie on the table. 

Mr. BLANCHARD presented a concurrent resolution of the 
L egislature of the State of Louisiana, praying for the passage 
of a bill now pending before the Congress of the United States, 
providing for a permanent exhibit at the eotton States and In
ternational Exposition, to be held at Atlanta, Ga., in 1895; 
which was referred to the Committee on Appropriations, and 
ordel'ed to be printed in the RECORD, as follows: 
Concurrent resolution requesting Senators and Members of Congress to 

vote for and aid in the passage of a bill now pending before the Congress 
of the United States, providing for a Government exhibit at the Cotton 
States and International Exposition to be held at· Atlanta, Ga.., in 1895. 
Whereas the Cotton States and International Expositon to be held in At-

lanta, Ga., during September, October, November, and December, 1895, is to 
be i:V no sense loca~, but is for the purpose of bringing about closer com-
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mercia! relations between this country and Mexico, Central, and South 
America, and the West Indies, which would result in largely increasinl!' 
the trade between the United States and the said countries; and -

Whereas the holding of such an exposition will do great good to the en
tire country, and especially to the Southern States and the State of Louis
iana, and such a movement should be encouraged by all persons; and 

Whereas a bill has been introduced in the Congress of the United States 
providing for a Government exhibit at said exposition: Therefore 

Be it re~olvea by the senate (the house concurring), That said exposition is 
strongly indorsed, and _tbe objects sought to be accomplished are worthy the 
active and earnest supp~t of every Southern State. · 

Be itjitrther 1·esolved, That the Senators and Representatives in Congress 
from this State are urgently requested to vote for and aid in every possible 
way to secure the vassage of the said bill in Congress providing for said 
Government exhibit at said exposition .. 

Be it further 1·esolved, That a copy of this preamble and of these resolu
tions be duly certified and forwarded to our Senators and Representatives 
in Congress. 

G. W. BOL'l·ON, 
Speaker of ike House o.t Represmtatives. 

H. R. LOTT, 

Approved June 22, 1894. 
President pro tempore of the Senate. 

MURPHY J. FOSTER, 
Governo1· of the State of Louisiana. 

A true copy: 
[SEAL.) T. S. ADAM, Secretary of State. 

Mr: PROCTOR presented the petition. of H. R. Conger and 
sundry other citizens of Burlington, Vt., praying that the funds 
of mutual life insurance companies and associations be exempted 
from the prop03ed income tax provision of the pending t<:triff 
bill; which was ordered to lie on the table. 

Mr. HANSBROUGH presented a petition oE sundry citizens 
of Walsh County1 N.Dak., praying that the funds of mutual life 
insu1·ance companies and associations be exempted from the pro
posed income tax provision of the pending tariff bill; which was 
ordered to lie on the table. 

Mr. PETTIGREW presented sundry petitions of citizens of 
Hughes County, S. Dak., praying for the enactment of legisla
tion to provide for a substantial protective tariff rate on wool; 
which were ordered to lie on the table. 

Mr. HOAR. I present sundry resolutions adopted by the 
senate and house of representatives of the State of Massachu
s~tts, copies of which h_ave been furnished to the Chair. I ask 
thatthe resolutions may be printed in theRECORD, andreferred 
to the appropriate committee. 

The VICE-PRESIDENT. The Chair will state that he has 
copies of the resolutions before him and intended to lay them 
before the Senate. 
, Mr. HOAR presented the following resolutions of the Legis
lature of Massachusetts; which were referred to the Committee 
on Civil Service and Retrenchment, and ordered to be printed 
in the RECORD: 

COMMONWEALTH OF MASSACHUSETTS, in the year 1894.. 
Resolutions relative to the appointment and removal of veterans in the na

tional civil service. 
Whereas a bill is now pending bet ore Congress "to insure preference in 

appointment, employment, and retention in the public service of the United 
States to vetera.us of the late war;" 

Resolved, That the senate and house of representatives ot the Common
wealth of .Massachusetts, in General Court assembled, believe it is expedi
ent that Union veterans should be preferred to other applicants for positions 
in the national public service where theypresentequal qualifications for the 
discharge or their duties; and that they should be protected from removal 
for causes disconnected with their emciency and faithfulness in the perform
ance of such duties. 

R esolved, That copies of these resolutions be transmitted to the Senators 
and Representatives from thts Commonwealth in the Congress of the United 
States. 

HOUSE OF REPRESENTATIVES, June 5, 189l. 
Adopted. Sent up for concurrence. 

EDWARD A. McLAUGHLIN, Clerk. 
SENATE, June 8, 189/c, 

Adopted, in concurrence. 
HENRY D. COOLIDGE, (Jlerk. 

A true copy. Atte3t: 
EDWARD A. McLAUGHLIN, 

(Jlerk of the House of Representatives. 

Mr. HOAR presented the following resolutions of the Legis· 
lature of Massachusetts; which were ordered to lie on the table, 
and to b3 printed in the RECORD: 

COMMONWEALTH OF MASSACHUSETTS, in the year 1894. 

Resolutions relative to national legislation for the suppression of the lottery 
tra.mc. . 

Whereas the lottery until recently established in the &tate of Louisiana. 
has been transferred to the Republic of Honduras, where its managers pro
pose to continue its business and to export tickets and circulars to the United 
States; 

Resolved, That the senate and house of representatives of Massachusetts, 
in General Court assembled, respectfully urge upon Congress the enact
ment of legislation which will prevent so far as possible the introduction ot 
lottery matter into the United States from foreign countries, and its trans· 
portation from State to State. 

Resolved, That copies of these resolutions be sent to the presiding omcers 
of both branches of Congress, and also to the Senators and Representatives 
in Congress from this Commonwealth. 

Adopted. 
HOUSE OF REPRESENTATIVES, May 17, 189/c, 

Sent up for concurrence. 
EDWARD A. MCL-<\.UGHLIN, Clerk • , 
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Adopted, in concurrence. 

A true copy. Attest: 

SENA'XE, May21! 189l. 

HENRY D. COOLIDGE, Olerk. 

EDWARD A. McLAUGHLIN, 
Clerk of the HoUJJe of Representatives. 

Mr. HOAR presented the following resolution of the Legis· 
lature of Massachusetts; which was referred to the Committee 
on Agriculture and Forestry, and ordered to be printed in the 
RECORD: 

COMMONWEALTH OF MASSACHUSETTS in the year 1894. 

Resolution concerning the extermination o! the gypsy moth. 
Whereas the Ocneria dlspar, or gypsy moth, an insect pest, has found a 

lodgment in this Commonwealth, and careful and persistent,work is neces
sary to prevent its spread over other ten·itory of the United States, and 
this Commonwealth has appropriated and expended under the dh·ection of 
the State Board of Agriculture large sums in the work of exterminating 
said pest; and said board believes that the sum of $100,000 appropriated for 
the year ending on the 1st day of March, in the year 1894, is insufllcient to 
complete the extermination of said pest; 

Resolved, That the senate and house of representatives of the Common
wealth of Massachusetts, in General Court assembled, request the Senators 
and Representatives from t.his Commonwealth in tbe Congress of the United 
States to urge upon Congress the necessity of prompt and vigorous action 
to exterminate said pest, and to use their influence to secure from Congress 
an appropriation of $100,000 to assist this Commonwealth in defraying the 
necessary expenses o! the work. 

HOUSE OF REPRESENTATIVES, May 17, 1891. 
Adopted. Sent up for concurrence. 

EDWARD A. McLAUGHLIN, Olerk. 

Adopted, in concurrence. 

A true eopy. Attest: 

SENATE, May 21, 189l. 

HENRY D. COOLIDGE, Clerk. 

EDWARD A. McLAUGHLIN, 
Clerk of tlie House of Representatives. 

The VIC_E.PRESIDENT presented a petition of the Legisla
ture of the State of Massachusetts, praying for the enactment 
of legislation to suppress the lottery traffic; which was ordered 
to lie on the table. 

He also presented a petition of the Legislature of the State of 
Massachusetts praying that an appropriation of $100,000 be made 
for the extermination of the gypsy moth; which was referred to 
the Committee on Agriculture and Forestry. 

He also presented a petition of the Legislature of the State 
of Massachusetts, praying that preference in appointment, em· 
ployment, and retention in the public service of the United 
States be given to veterans of the late war; which was referred 
to the Committee on Civil Service and Retrenchment. 

REPORTS OF COMMITTEES. 

Mr. HAWLEY, from the Committee on Military Affairs, to 
whom was referred the bill (S. 2070} to provide for the restorar 
tion to the State of Michigan two flags carried by the Twenty· 
second Michigan Infantry Volunteers and now in the War De· 
partment, reported it without amendment, and submitted are· 
port thereon. 

Mr. HARRIS, from the Committee <>n the District of Colum· 
bia, to whom was referred the amendment submitted by Mr. 
MORGAN on the 14th instant, intended to be proposed to the 
District of Columbia appropriation bill, reported favorably 
thereon, and moved that it be printed, and, with the accompany· 
ing papers, referred to the Committee on Appropriations; which 
was agreed to. 

Mr. WALSH, from the Committee on the Quadro·Centennial, 
to whom was referred the amendment submitted by Mr. VILAS 
on the 11th instant, intended to be proposed t<> the sundry civil 
appropriation bill, reported favorably thereon, and moved that 
it be 1·eferred to the Committee on Appropriations and printed; 
which was agreed to. 

LOUIS A. YORKE. 

Mr. HALE. I am directed by the Committee on Naval 
Affairs, to whom was referred the bill (S. 1438) for the relief of 
Louis A. Yorke, to report it favorably, and I ask that it be acted 
upon. A similar bill has heretofore passed the Senate, and I 
desire to get it to the House of Representatives. 

By unanimous consent, the Senate, as in Committee of the 
Whole, proceeded to consfder the bill; which was read, as fol
lows: 

Be it enacted, etc., That the action of the board by which Passed Assistant 
Paymaster Louis A. Yorke was examined tor promotion be set aside and de· 
clarednull and void: and the Presidentis hereby authorized to appoint him 
·to the omce to which he would have been promoted but tor said action, a.nd 
~~tirr=~i~~!J:~fo~~~;~e:!\r lNinW:~ih~~~fui:~~~;,~!~~~~ 
ahall not receive or be entitled to a.nypay, compensation, or.a.llowancewha.t
ever prior to a.ppointmem under this act. 

The bill was reported to the Senate without amendment, or· 
de red to be engrossed for a third reading, read the-third time, 
nndpassed. 

• 

BILL INTRODUCED. 
Mr. TELLER introduced a bill (S. 2161) to increase the pen· 

sion of Graham McClossen; which was read twice by its title, 
and, with the accompanying papers, referred to the Committee 
on Pensions. 

AMENDMENTS TO APPROPRIATION BILLS. 
Mr. PERKINS submitted an amendment intended to be pro

posed by him to the Indian appropriation bill; which was re· 
ferred to the Committee on Indian Affairs, and ordered to be 
printed. 

Mr. HUNTON submitted an amendment intended to be pro
posed by him to the District of Columbia appropriation bill; 
which was referred to the Committee on the District of Colum
bia, and ordered to be printed. 

Mr. PEFFER submitted an amendment intended to be pro
posed by him to the deficiency appropriation bill; which was 
referred to the Committee on Printing, and ordered to be printed. 

COLUMBIA RIVER QUARANTINE HOSPITAL. 
Mr. DOLPH submitted the following resolution; which was 

considered by unanimous consent, and agreed to: 
Resolved, That the Secretary of the Trea:mry be directed to transmit to 

the Senate copies of all correspondence and reports in the Department, and 
all information he may possess concerning the importance of and urgency 
for the establishment of a quarantine hospital at or near the mouth ot the 
Columbia River, and to inform the Senate whether any Congressional action 
is necessary concerning the same. 

PERSONS ENGAGED IN PROTECTED INDUSTRIES. 

Mr. ALLEN. I ask unanimous consent to call up Order of 
Busine.ss 448 on the Calendar. 

'l,he VICE-PRESIDENT. The business will be stated. 
The SECRETARY. A resolution directing the Secretary of the 

Treasury to inform the Senate of the total number of persons 
engaged in protected industries in the United States whose 
wages are, or may be claimed to be, affected by tariff legisla
tion. 

Mr. GALLINGER. I should like to hear the resolution read 
for information. 

The VICE-PRESIDENT. The resolution will be read. 
The Secretary read the resolution submitted by Mr. ALLEN 

May 15, 1894, as follows: 
B esol·ved, That the Secretary of the Treasury be, and he is hereby,directed 

to inform the Senate of the total number of persons engaged in protected 
industries in the United States whose wages are, or may be clahned to be, 
af!ected by tariff legislation; the total number o.l' persons engaged in such 

.industries whose wages are not or will not be aitected by tarilr legislation, 
and the proportion of the population of the United States who depend upon 
the foreign market for the saleo! their products, classifying such industries 
respectively; such information to be based on the census of 1890. Also, that 
the Secretary of the Treasm·y be, and he is hereby, directed and required to 
inform the Senate of the total number of such persons who are native-born 
citizens of the United States of America, t .he total number who are natural
ized citizens, and the total number of such persons who are aliens; and at 
what ratio, if any, alien mechanics and laborers have been taking the place 
of native and naturalized citizens ot the United States in the protected in
dustries of th-e United States. 

Mr. GALLINGER. I do not know that I object to the con
sideration of the resolution, but it seems to me that it asks for 
information which it would be absolutely impossible for any 
officer of the Government t.o furnish. As was suggested by some 
Senator on a former occasion when the resolution was belore 
the Senate, if anyone is to supply the information it ought to 
be the Superintendent of the Census rather than the Secretary 
of the TreaStu·y. 

As I said a moment ago, I do not know that I object to the 
consideration of the resolution, but my present inclination is to 
move to refer it to the Committee on Finance. If the resolution 
is considered I give notice that I shall make that motion. 

Mr. ALLEN. I ask that the resolution be considered. I do 
not understand the Senator from New Hampshire to object to 
its consideration. 

The Senate, by unanimous consent, resumed the consideration -
of the resolution. 

The VICE-PRESIDENT. The Chair is advised that there is 
a motion pending to refer the resolution to the Committee on 
Finance. 

Mr. ALLEN. I hope Senators on the other side of the Cham
ber will permit the resolution to go through. I understand the 
information to be in the Treasury Department. If it is not 
there, the resolution does no harm. If it is there, it strikes me 
that the Senate and the country ought to know it. This is the 
fourth or filth time that I have undertaken to get consideration 
of the resolution. I am not pressing it for any partisan pur
pose; I am pressing it for the desired information. I trust the 
Senator from New Hampshire will not undertake to bury the 
resolution in a committee, and by that means stifle the inquiry. 

Mr. GALLINGER~ I will say that I have no disposition to 
do that. I call the attention of the Senator from Nebraska to 
the fact that he proposes to ask for information to how many 

\ 
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people will be affected by tariff le.:.oislation. I also ca.ll his at
tention to. the significant fact that we have not yet passed the 
tariff bill. In the nature of things we do not know what the 
tariff legislation will be. I hope it will be very diff.erent irom 

· the kind the Senator from Nebraska will pt·obabJy vote fo~. 
I did not know that there was a motion pending- ta refer the 

resolution to the Committee on Finance.- I should have made 
such a motion myself if it had: :not been pending. I hope the 
resolution will be referred to that committee for consideration 
and report. 

Mr. ALLEN. Information of this kind was furnished by the 
Secretary ef the Treasury in 1886, and it is information that I 
look upon as- very valuable. There is a precedent for a resolu
tion of this kind, and I can not see why Senators should object 
to its consideration at this time and not permit it to go through. 

Mr. MORRILL. T.he resolution really requires amendment. 
I made the motion on a former occasion to refer it to the Com
mitte'8 on Finance with no purpose of burying the resolution in 
the Committee on Finance, but it really deserves to be-amended. 
For instance, take the question where one man in a family of 
five is employed in a manufactory that has received protection.; 
should he and his family be included, or only one? There are a 
great many other points in the resolu.tion. Anyone who will 
examine it will see that it would be certainly proper to have it 
amended. 

Take some villages that are supported by and dei>endent en
tirely upon a manufacture of some article of commerce, the ques-
tion arises, how many are there affected by it? Then. the ques
tion arises, what will you call protected manufactures? Are 
they agricultural products or manufactured products, and what 
products are. receiving protection? / 

Certainly t.be resolution should be amended by the Committee 
on Finance~ where both parties are represented. The Senator 
from Nebraska has, drawn the resolution so that it suits him, of 
com·ser but I do not think it will be regarded as a fair proposi
tion by anyone on either side of the question of protection or 
nonprotection.. The resolution surely ought to be coiL...cd.de.red 
and ame-n~ed by the proper committee. · 

Mr. ALLEN. I could not hear what the Senator from Ver
mont said. I do not know what he did say, and therefore I do 
not. know whether his remarks call for reply from me. But I do 
want to say to Senators- on, the other side that this is the fourth 
time: I think, I have undertaken. to call up the resolu.tion and 
get some action of the Senate upon it1 and each time: there has 
been a dilatopy motion of soma kind made or an objection inter
posed. While I have no desire whatever to employ any law of 
retaliation, I do propose, if this resolution can not go through, 
that the business which is done here in the morning hour shall 
be done in its order if I am in the Chamber-that nothing shall 
be taken up by unanimous consent when I am here. 

The VICE-PRESIDENT. The question is on the motion of 
the Senator from Vermont [Mr. MORRILL], to refer the pending 
resolution to the CommHtea on Finance. 

Mr. MORRILL. On that. I askfor the yeas and nays; but 
first, as there appears to be alack of a quorum, I suggest the ab
sence of a quorum. 

The VICE-PRESIDENT. The Secretary will call the roll. 
Mr. VEST. I should like to hear the resolu.tion read. 
Mr ~ HARRIS. Le-t the: roll be called first. 
The VICE-PRESIDENT. The Chair will state to the Senator 

from Missouri that the look of a quorum is suggested. The 
Secretary will call the roU. 

The Secretary called the roll, and the following Senators an
swered to the-ir names: 
Allen, 
Bate, 
Berry. 
Blackburn, 
Call, 
C'ooin'ell, 
Coke, 
Cullom, 
Davis, 
Dolpb , 

Faulkner, 
Frye, 
Gallinger, 
George, 
Hale, 
HarT"U!, 
Irby, 
.Jones, Ark. 
Lindsay, 
McLa.uria 

Manderson, 
Martin~ 
Mills. 
Mitchell, Orego:a 
Morrill, 
Pasco, 
Patton, 
Pe:IJer, 
Perkins, 
Platt, 

Shoup, 
Teller, 
Vest, 
Voorhees, 
Walsh, 
Washburn, 
White. 

The VICE-PRESIDENT. Thirty-seven Senators have an
swered to their names. No quorum is present. What is the 
pleasure of the Senate? 
Mr~ HARRIS. I move that the Serge.ant-at-Arms be directed 

to request the attendance of absent Senators. 
The motion was agreed to. 
The VICE-PRESIDENT. The Sergeant-at-Arms will exe

cute the. order oi the Senate. 
Mr. BLANCHARD, Mr. PROCTOR,, Mr. ALLISON1 1\.ir. PETTI

GREW, Mr. HUNTON, and Mr. HILL entered the Chamber and 
&nswered to their names. 

The VICE-PRESIDENT. Forty-three Senators have an_
l wered to their- names. A quorum is present. 

Mr. HARRIS I move to dispense. with further proceedings 
under the call. 

The VICE~ PRESIDENT. Without objection, it is so ord.ered. 
The question is on the motion of' the Senator-from Vermont to 
refer the resolution to the Committee on Finance. The resolu
tion will be again read. 

The Secretary again read the resolution. 
The VICE-PRESIDENT. The question is on the motion of 

the Senator from Vermont to refer the resolution to the Com
mittee on Finance, on which the yeas. and nays are demanded. 

The. yeas and nays were ordered; and the Secretary pro
ceeded to ca.ll the roll. 

Mr. BLANCHARD {when his name was called}. I am paired 
with the Senator from Michigan [Mr. McMILLAN], with the lib
erty of voting to make a quorum. For the present I Withhold 
mymte. . 

Mr. CALL {when his name was called). I am paired with the 
Senator from Massachu.setts [Mr. LODGE], with the privilege of 
voting to make a quorum. I withhold my vote for the present. 

Mr. CULLOM (when his name was called). I have a general 
pair with the senior Senator from Delaware [Mr. GRAY]. If he 
were present, I should vote" yea." 

Mr .. McLAURIN (when his name was called). I am paired 
with the junior Senator from Rhode Island [Mr. DIXON]. II he 
were presen tt I should vote " nay." 

Mr. MITC.:E:i:WLL of Wisconsin (when his name was called). I 
am paired with the Senator from Wyoming [Mr. CAREY], and 
therefore withhold my vote. 

Mr. MORRILL (when his name. was called). I am paired with 
the senior Senator from New Jersey [Mr. :rifcPHERSoN1 and 
therefore withhold my vote. 

Mr. PATTON (when his name. was called).. I am paired with 
the junior Senator from Maryland [Mr. GIBSON], and therefore 
withhold my voter If he were present I should vote '' yea.,.,. 

Mr. POWER (wheahianame was ca.lled). I am paired with 
the Senator from Louisiana [Mr. CAFFERY]. If he. were .here I 
should vote '' yea." 

The roll call was concluded. 
, Mr. MITCE.ELL of Oregon (after having voted in the a:ffirm
ative)r Iinquire. if the senior Senator from WISconsin [Mr. 
VILAS] has voted? 

The VICE-PRESIDENT~ He has not vo-ted~ 
Mr.. MITCHELL of Oregon. Then I withdraw my vote, as I 

am paired with that Senator. 
Mr. CALL. I transfer my pair withthe Senator from Massa

chusetts [Mr. LODGE} to the Senator from South Dakota. [Mr. 
KYLE}, and: vote "nay.'1 

· 

Me. BLANCHARD. I understand that there is no quorum 
voting. Under my pair I am entitled to. vote to make a quorum, 
and I vote Hnay." 

Mr. MITCHELL of Wisconsin.: Having reserved the right 
to vot.e to make a quorum, I vote" nay." -

Mr. McLAURIN. I understand there is no quorumt and as I 
reserved the right to vote to make a quorum, I vote" nay." 

Mr. CULLOM. If necessary to make a quorum I have the 
liberty o.f voting. I vote "yea~" 

Mr. MITCHELL of Oregon. I have a right ta vote to make 
a quorum. I vote "yea." 

The result was announced..-yeas 16, nays 27; as follows: 

YEAS-16. 

Allison, 
Cullom, 
Dolph, 
Frye, 

Gallinger, 
Hale, 
IDggins, 
Manderson, 

Mitchell, Oregon Sherman. 
Perkins, Shoup, 
Plat~ Teller, 
Praetor, Washburn. 

· Allen. 
Bate, 
Berry, 
Blackburn, 
Bla.ncbard, 
can, 
Cockrell, 

Coke, 
Faulkner, 
George, 
Harris,.. 
Hlll, 
Hnnton, 
Irby, 

NAYS-21. 
Jarvis, 
Jones, Al'k. 
Lindsay, 
McLaurin. 
Martin, 
Mills, 
Mitchell,. Wis. 

NOT VOTING-42. 
Aldrich, Dnbois. McMillan, 
Brice, Gib3on, McPherson, 
Butlerr Gordon, Morgan, 
Caffery • Gorman, Mouill, 
Camden, Gray, M.urphy, 
Cameron, Ha.nsbrOllgb, Palmer, 
Carey. HaWley, Patton, 
Chandler, Hoar, Pettigrew, 
Daniel, Jones, Nev. Power, 
Davis,.. Kyle; Quay, 
Diron~ Lodge,.. R:msom, 

Pasco, 
Pe:IJer, 
Pugh, 
Voorhees. 
Walsh, 
White. 

Roach,. 
Smith. 
Sqube; 
Stewart, 
Turpie, 
Ves~ 
Vilas, 
Wilson, 
Wolcott. 

So the. motion to refer was not ag1Teed to. . 
The VICE-PRESIDENT. The hour of half past 10 o'clock 

having arrived, the Chair lays Wm·e. the Senate the. unfi.Dished 
business. 

· .. ' 
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CLAIMS FOR INSURANCE PAID ON VESSELS. 
Mr. MITCHELL of Oregon. I am authorized by the Com

mittee on Claims to report a resolution, for which I ask present 
consideration. 

The VICE-PRESIDENT. The Senator from Oregon asks 
unanimous consent for the present consideration of the resolu
tion reported by him, which will be read for information. 

The Secretary read as follows: 
Resolved, That the Secretary of the Treasury be, and he is hereby, requested 

to cause the proper accounting om.cers of the Treasury to reexamine the 
Treasury settlements made in 1884 and 1885 and numbered 5000,5085,5201,5300, 
5303,5363, and 5368, heretofore certified to Congress for appropriation in favor 
of the respective claimants for insurance paid by them on vessels, and to 
submit the reasons for the certification, together with a detailed statement 
of the facts upon which each originated; and report the same to Congress in 
a manner similar to the report submitted by the Secretary of the Treasury, 
January 31, 189! (printed in Senate Executive Document No. 98, second ses
sion Fifty-third Congress), in regard to certain other Treasury settlements 
certified to Congress for appropriation at the same time. 

Mr. ALLEN, I understand the Senator asks unanimous con-
sent for the present consideration of the resolution? 

The VICE-PRESIDENT. That is the request. 
Mr. ALLEN. I object. 
The VICE-PRESIDENT. Objection being made, the resolu

tion will go over. 
Mr. MITCHELL of Oregon. Then I ask that. the resolutiob 

may be laid before the Senate to-morrow morning. 
PRESIDENTIAL APPROVALS. 

A message from the President of the United States, by Mr. 0. 
L. PRUDEN, one of his secretaries, announced that the President 
had on the 23d insta.nt approved and signed the following acts: 

An act(S. 210) for the relief of Wetmore & Bro., of St. Louis, 
Mo.; and 

An act lS. 499) to provide for the adjustment and payment of 
the claim of Thomas Rhys Smith for work done and materials 
furnished for the breakwater at Bar Harbor, Me. 

THE REVENUE BILL. 
The Senate, as in Committee of the Whole, resumed the con

Eideration of the bill (H. R. 4864) to reduce taxation, to provide 
revenue for the Government, and for other purposes. 

The VICE-PRESIDENT. The pending question is on the 
amendment proposed by the Senat{)r from New York [Mr. HILL], 
which will be stated. 

The SECRETARY. In section 55, line 7, on page 171, after the 
word 1

' securities," it is proposed to strike out "except such 
bonds of the United States as ar~ by the law of their issuance 
exempt from all Federal taxation." 

Mr. HILL. I suggest to the Senator from Missouri [Mr. 
VEST], in charge of t.Ii.is portion of the bill, an amendment on 
page 171, line 8~ after the words" United States," to strike out 
the word ''as," and insert the words '' the principal and interest 
of which;" so as to read, "except such bonds of the United 
States, the principal and interest of which are by the law of 
their issuanca ·exempt from all Federal taxation,'' the object 
being that the bill, if it shall become a law, will show on its face 
that both the principal and the interest are exempt from Fed
eral taxation. 

Mr. VEST. There is no objection to that. 
The amendment was agreed to. 
Mr. HILL. I withdraw the amendment which I offered on 

Saturdav last. 
The VICE-PRESIDENT. The amendment proposed by the 

Senator from New York is withdrawn. 
Mr. HILL. Mr. President, I desire to say in withdrawing the 

amendment that one of my objects in offering i.t was to call the 
attention of the country to the fact that this exemption, which 
seems to be a necessary one under the law, at least I am disposed 
to conceive it to be necessary at this time, takes out from the 
operation of the act $635,000,000 worth of property represented 
in Government bonds, the pollit being that it is claimed that this 
income-tax provision is designed for the purpose of reaching the 
wealth of the country and equalizing taxation. It is said that 
the wealthy men of the country have their money so invested 
that they can not be rea-ched by other methods or systems of 
taxation, and that the object of the income-tax provision is to 
reach that class o! people; but as it stands, it is impotentfor that 
purpose, and $365,000,000 are necessarily exempt from its pro
visions. 

I move to amend in the same section by adding, after the word 
., taxation," in line 9, the words "and except the bonds of any 
State, county, municipality, or town." 

Mr. SHERMAN. I wish to flay to the Senator from New 
York that the bonds issued by the United States in aid of the 
Pacific railroads are not exempt by the provisions of this bill. 

Mr. HILL. I so understand. 

Mr. SHERMAN. And therefore I think the amount of those 
bonds ought to be. included. I understand the amount of the 
bonds of the Pacific railroads is included in this six hundred and 
some odd millions. 

· Mr. HILL. No, sir; they are not. 
Mr. SHERMAN. The only bonds exempt from the income 

tax are those issued under the funding act of 1861. 
Mr. HILL. There are some $64,000,000 of bonds issued in aid 

of the several Pacific railroads, and those are open to taxation 
as the bill now stands, and properly so, I think. 

The VICE-PRESIDENT. The amendment proposed by the 
Senator from New York will be stated. 

The SECRETARY. After the word "taxation, " in line 9, sec· 
tion 55~ it is proposed to add, "and except the bonds of any 
State, municipality, or town." 

Mr. HILL. The object of the amendment appears from a 
bare statement of the amendment itself. It was stated in the 
brief debate had upon this question last Saturday that one of 
the reasons why the Government ought not to tax Government 
bonds is that it necessarily decreases the value of those bonds, 
aside from any other question which might arise in regard to 
repudiation. The propriety of exempting the bonds of any 
State, county, municipality, or town., it SP.ems to me, is cle::>vr. 
In the first place, such a taxation necessarily decreases and di· 
minishes the value of those bonds. It is adirect attack by the 
General Government against the Shtes and against the admin
istration of the Stat-es. 

When I say "States" I mean to include the subdivisions of the 
States, namely, counties, municipalities, and towns. The right 
of the State to float its own bonds, and thereby I mean to in
clude all these county, municipality, and town bonds, ought to 
be clear. In the first place, nearly all the Government bonds 
of the country-in fact, all the Government bonds which can 
strictly be called such, because the Pacific railroad bonds are 
not distinctly such-are exempt from taxation by the terms of 
the pending bill and by law. It seems to ·me that in justice to 
the States the same privilege should be accorded to them, 
namely, that the St:ttes should have the right to float their bonds 
without any governmental taxation. 

I n.m not here prepared t() say that technically the power of 
the Federal Government to tax the income from such bonds 
may not exist. It has not been decided by any express au thor· 
ity. I think there is considerable doubt about the constitu
t ional right of the Federal Government to tax the income from 
those bonds. As it has been said before, the right to tax in· 
volves the right to destroy, and the Federal Government has 
no power, either directly or indirectly, to destroy the bonds of 
a St·=t.te. II it can diminish their value, then it can destroy 
them. 

Mr. MITCHELL of Oregon. Will the Senator from New 
York allow me? 

Mr. HILL. Certainly. v 
Mr. MITCHELL of Oregon. Do I understand the Senator 

from New York to say that there has been no direct decision by 
the Suprame Court of the United States, as far as he is advised, 
to the effect that Congress has no power to impose a tax upon 
.State or municipal securities? 

Mr. HILL. Yes. 
Mr. MITCHELL of Oregon. I am under the impression that 

there have been several decisions directly in poin't upon this 
question, against the power. I think I can find them. 

Mr. HILL. Of course, it was held that the General Gov\3rn· 
ment had a right to impose a 10 per cent bank tax, which was a 
tax upon the institutions of the States. Indirectly it was a tax 
upon the banks of the States, being a tax upon their circulation. 
That, however, was held not upon the ground we are now dis· 
cussing, but upon the broad ground that the General Govern· 
ment under the Constitution being vested with the power to 
cre 1.te a uniform currency, therefore, by virtue of that power, . 
which superseded all others, Congres3 had the right in its dis-
cre tion to hx the circulation of State banks. ' _/' 

But the decision is not placed upon the particular ground of \ / 
the right to tax the bonds themselves as the creatures of the l 
State government. It was simply upon the ground that the Gen-
eral Government, being vested with the power to create ana-' 
tional currency, and as the State currency more or less conflicted 
with it, therefore the General Government had the right to do 
it. That is the c~se of Veazie Bank t•s. Fenno, 8 Wallace, 533. 
That is not an authority for this power. 

Now, aside from the question of the exercise of a doubtful · 
power, it strikes me that in justice to the Sta.tes, which we all 
represent here upon this floor, as we are representatives of the 
States as well as of the n~ttion, and the proposed law will bear 
harshly upon the States~ weoughtto leave to the States and to the 
subdivisions of the States also the right to issue bonds, and that 
they should not be subjected to Federal taxation . As a matter 



1894. CONGRESSIONAL RECORD-SENATE. 6806 
of propriety, I do not think it wise in framing a bill of tl}.Js ~har
acter that we should seek to fill it full of doubtful questwns, 
which must go to the courts to be disposed of. 

This is all I propose to say at present upon the propriety of 
the amendment. 

Mr. VEST. Mr. President, the question which was before the 
Senate when we adjourned S~turday was a very different one 
from that now presented. It was then contended by the Sena
tor from New York that United States bonds should be taxed by 
the bill. 

Mr. HILL. No; that the income from United States bonds 
should be taxed, where the law, as I then understood it, only 
specified that the bonds themselves shall be exempt. 

Mr. VEST. Very good; I will take it..as the Senator has mod
ified it, that the income on United States bonds should be taxed. 

1 /' Mr. HILL. Yes; where only the bonds themselves are ex
t/? empt by statute. 

Mr. VEST. The contention then was that no law could be 
found which exempted from taxation principal and interest of 
United States bonds. 

Mr. HILL. I made no such contention. 
Mr. VEST. It was made upon the other side of the Chamber. 

That law was found, and that question was disposed of. I takE:. 
it for granted that no Sehator here wishes to put a tax upon 
bonds, the principal and interest of which, by the law of their 
issuance, are exempt from taxation. That is settled. 

Now, the Senator from New York prop03esto exempt, in the 
pretended interest of States and muncipalities, the immense 
amount of in<;lebtedness in this country which is represented by 
the bonds of cities, towns, and States. It is apparent on the 
statement of the question that that is not in the interest of the 
States or municip:.tlities. They issue bonds; they are sold upon 
the market; they go into the hands of holders. 

The uestion now befora the Senate is whether those holders 
shall not pay their propm.·tion of the burden imposed by the 
proposed law. Upon page 188, in section 54, which is put in as 
a substitute for sections 59, 60, and 61, it will be found that 
States, counties, and municipalities are exempt from the 2 per 
cent tax upon their net profits with other corporations; and 
there is also a pending amendment, which I suppose will be 
adopted--

Mr. HILL. 1 should like to ask the Senator from Missouri, 
if he will permit me, what are .the net profits of States, counties, 
and municipalities? ..... 

Mr. VEST. I do not know that there would be any net prof
its, unless it should be said that what they had in their treas
uries over and above their operating expanses would be consid
ered as profits. But whether there be any profits or not, that 
question is removed from all doubt and discussion by the abso
lute provision of the proposed law. An amendment is pending, 
as I was proceeding to observe, which exempts the profits of all 
corporations, their bonded or other indebtedness. So we are 
remitted to the simple question whether the holders of bonds of 
cities, towns, and States should not pay the 2 per cent tax with 
the rest of their fellow-citizens. ~ 

There is no good reason why they should be exempt. Take a 
millionaire, who invests his immense fortune, fifty or a hundred 
million dollars, in State or municipal securities; shall he be ex
empt? What would be the result of such legislation? It would 
be to place an enormous premium upon these securities in con
tradistinction with other securities of the country. I take it if 
the in<;~ome tax is to be defended at all, it should be defended 
upon the ground of placing an equal burden upon all the people 

- of this country; in other words, that the protection given by 
the Government to the property of the citizen should be met bv 
a tax upon the citizen, no matter what property he may hold, 
unless it be within the exemptions of the bill for benevolent, 
charitable, or educational purposes. 

Now, what argument can be made that the holder of State or 
city bonds, which have been put upon the market and sold and 
the money received bythe State or municipality, and expended 
by it, should be exempt from taxation? Is that not an invest
ment? Is that not as much an investment as any other which 
can be made by the citizen? I can not conceive where there is 
anything in the shape of an equity which should prevent such 
securities from sharing the common fate under this measure 
given to all others. 

Mr. PEFFER. I submit an amendment intended to be pro
posed to the pending bill, which I ask may be printed, and lie 
on the table. 

The VICE-PRESIDENT. It will be so ordered. 
Mr. HILL. Mr. President, I think the Senator from Mis&ouri 

begs the question. He refers to that clause in the proposed 
amendment which provides that "nothing herein contained 
shall apply to States, counties, or municipalities," and seems 
to desire us to infer from that clause that some special favor 

has been granted to the St~tes, counti~s, and municipalities 
by reason of .it. None ha:s bee?- accord~d. What. 4~v~ ~:q'll
States, count1es, and mul\lCipahties, wh10h they themselves 
own, which could be taxed? 

Their property consists simply of their real estate; it consists 
of the revenues which they derive by taxation for th~ supi>ort 
of their respective localities; and you can not under the Coh• 
stitution tax their real estate, in this way at least. They havE} 
nothing else to tax. Therefore this exemption adds nothing tO 
their constHuti<Jnal rights and takes nothing a\vay. It confers 
no special privileges upon them. But the attack upon the States 
is made in this indirect way by providing that their bonds shall 
be subject to taxation. 

Mr. President, w& are not only legislating for bonds which 
have already been issued by States, counties, and municipalities, 
but we are now legislating in regard to the income derivedfrom 
future bonds. Will the Senator tell me that the clause in the 
bHl which virtually allows the income from -that class of secur
ities to be taxed will not greatly diminish the vafue of those 
bonds when they are sought to be put upon the market? If it 
be fair and right that the General Government's bonds should 
be exempt from this provision (and I am not now discussing the 
question of the original fairness or the propriety of that pro
ceeding; it is so denominated in the bonds, and I am not quar
reling with that provision), it seems to me, even though there 
may be a constitutional right to tax, which the Senator from 
Oregon [Mr. MITCHELL] very much doubts, yet that a.s a matter 
of propriety, State, county, and municipal bonds should also be 
exempted. 

Mr. President, the mere fact that a millionaire may own a 
large number of bonds and that he ought to be taxed is no ar
gument upon this question. A millionaire may own a large num
ber of Government bonds and be ought to be taxed. 

Mr. VEST. 'l'here is a contract in that case. 
Mr. HILL. But we are now making a new contract substan

tially, because we are now making a law which is to apply to 
the future issue of State bonds. When, for instance, A bought 
a year ago $10,000 worth of State bonds of New York, of course 
he bought them under the idea and theory that they would not 
be subject to Federal taxation of this character. It is true there 
is no contract which prevents the Government doing ,so, but how 
will it be in regard to future bonds which the State governments 
may seek to negotiate? 

With this provision staring them in the face, will not the 
States find great difficulty, except with increased rates of inter
est~ in floating their bonds? I submit that in justice to the States, 
where you are taking away from them these vast fields of reve
nue, you ought to leave them something, and the right to float 
their own bonds, free and exempt from this species of govern-
mental taxation, ought to exist. • 

I submit it will make but very little differ.ence to the parties 
who own the bonds I answer the Senator's argument in this 
way: that it will make but very little difference to those who 
hereafter purchase such bonds; but when the States, counties, 
and municipalities proceed to negotiate their bonds in the future 
they will find that the bonds have fallen in value just by reason 
of this very provision. The people who buy the bonds will in
sist upon higher rates of interest to overcome the tax which we 
are imposing by the terms of the bill. 

Mr. HIGGINS. I suggest -to the Senator from New York 
that thereby it will increase the State taxation to meet the in
terest upon the bonds. 

Mr_ HILL. Of course that is so. State taxation and county 
taxation and municipal taxation will be increased, because they 
all stand upon the same basis. In the first place, it is a doubt
ful constitutional power. But I am not disposed to press that 
question. In the second place, as a matter of propriety it 
ought not to be done, when all your Government bonds are ex· 
empt under a contract made years ago, with which I am not 
quarreling; let byv.ones be bygones. All the bonds which may 
be issued in the next six months, as it is anticipated by some 
that bonds will be issued, will be exempt from this class of tax· 
ation. If any Senator's own State wants to negotiate some 
bonds, your own town or municipality, what reason is there for 
subjecting those bonds to this new taxation, which will more 
or less diminish the value of the bonds and increase the rate 
of interest? 

Mr. President, the true theory of the Government is that the 
States, whether they are limited in the contract or not, can not 
tax a Government bond. I am not now speaking of the ques
tion of interest; that is a different question; but the broad prin
ciple is asserted by the General Government, regardless of the 
question of contract, regardless of what the statut-e is under 
which they were issued, is that the States can not t:.tx Govern
ment securities. The principle is what I am speaking of. I say 
a broad reciprocity on the other band ought to exist, namely, 
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that when the Federal Government is framing a system of Fed
eral taxation it.ought to exempt State, county, and municipal 
bonds and place them upon an equality, so that the Stat~s will not 
be compelled in the markets of the world or the markets of 'the 
country to n-egotiate their bonds at a higher interest. It seems 
to me this is fair and right; and whether it did or did not occur 
to the Finance Committee in the original framing of t'!::e bill, is 
a matter of no consequence. The question now is, Does it not 
meet the judgment of the Senate? . 

Mr. PLATrr. Will the Senator from New York perm1t me? 
Mr. HILL. Certainly. 
Mr. PLATT. Has the Senator examined the question whether 

the United States can tax the income of a bond which by the 
statute has boen made exempt from t:uation; in other words, 
whether the State can exempt its bonds from all taxation? 

Mr. HILL. I have no doubt the State can do it, and that if 
tb.e State hn.s done it in any particular instance it is beyond the 
constituticmd power of the Government to tax it directly or in-
directly. · 

Mr. PLATT. The States when they issue borrds-
Mr. HILL. Sometimes~do that. 
Mr. PLATT. Exempt them from taxation as a usual thing, 

but whether they go so far as to say in the statute "all taxation, 
State and Federal," I doubt. I understand that it is conceded 
that you can not oblige an individual to incorporate in his taxa
ble inc-ome the salary which he derives from a State. Now, the 
States in some respect are independent and sovereign. As to 
their management, as to their autonomy they are independent 
and sovereign. For some purpose a State deems it necessary to 
issue a loan. How far can it go in exempting that loan from 
ta-x_~tion by the Federal authority? I have not investigated the 
qu~stion; I thought perhaps the Senator from New York had 
done so. 

Mr. HILL. Yes, sir; I have investigated it, allow me to say 
ricrht he1'e, in mv own State. I know numerous instances where 
bo~ds ha.ve heen-issued under the authority of the State by mu
nicipalities. I know in the city of Brooklyn for the erection of 
armories several hundred thousand dollars of bonds were is
sued, and by the terms of' their issue they were de-cla·red to be 
exemptfromall taxation. Of courseiamfreetosaytheydidnot 
have in view at that time any Federal taxation. But I submit 
that where by the terms of the act under which the bonds a1.·e 
issued the Federal Government has no right to tax those bonds 
where it is provided they shall be exempt f.('om taxation. In 
other words, we do not tax the salaries. of State officers, county 
offieers, municipal officers. Why? Because it is held expressly 
by the Supl'eme Court that they are a part of the means or in
strumentl:lity of a State government by which to conduct its 
afl'airs 1 and as each State has the right to borrow money, s 
each municipality. is invested with po\vru· to borrow money, 
and therefore the power to issue bonds, the right to protect 
those bonds fl.·om Federal ta...~ation, it seems to me, is a power 
that must clearly exist. 

Mr-. HIGGINS. I should like to suggest to the Senator from 
New York that in one sense it is true the pO\.Ver to tax is a 
power to destroy. There is no limit upon the discretion as to 
the amount of tax, which could be laid as heavily as you please., 
and therefore the power of the State to borrow, which ma:.y be 
indispensable for the proper conduct of business and affairs, is 
thqs subject to this measure. It seems to me under our Federal 
system an impairment of sovereignty is contrary to our theory 
and system of government, and it might prove destructive of' 
the ability of the States to conduct their affairs. 

Mr. PEFFER. I wish to inquire of the Senator from New 
York whether in his opinion the law which exempts Govern
ment bonds from taxation was intended to include or does in
clude taxation of the interest derived from the bonds? I have 
here the statute of February 25,1862, providing for the issuance 
of a large number of 5-20 bonds and the first issue of green
backs, and I will read the language of the act. 

Mr. HILL. Will the Senator allow me right there? The 
original act under which bonds were issued and the acts usually, 
prior to about 1870, specified that the bonds themselves should 
be exempt from taxation, but they said nothing in regard to the 
interest. In 1870 and about that time, as was explained by the 
Senator from Missouri [Mr. VEST] on Saturday, all the bonds 
wererefunded, and it was then provided in therefundingactthat 
both the principal and the interest should be exempted, and all 
the bonds now outstanding, with the exception of the Pacific 
Railroad bonds, have been issued under those refunding acts, 
the bonds amounting to $635,000,000. So there is no escape, it 
strikes me, from the exemption which has already been placed 
in exempting that class of Government bonds; in fact, exempt
ing of Government bonds except the bonds issued in aid of the 
Pacific railroads) which, of course, are not technically Govern
ment bonds. 

Mr. PEFFER. I think it is important that we have thisma.t· 
ter disposed of now, and I will read the language of the original 
act of February 25, 1862: 

And all stocks, bonds, and other securities of the United States held by 
individuals, corporations, or associations within the United States, shall 
be exempt from taxation by or under State authority. 

I understand the Senato1• from New York to claim that the 
funding act of 1870 provides that there shall be no taxation of 
the interest. I will see in a moment how that is. 

Mr. SHERMAN. It is in the act of 1870, which the Senn.tor 
has before him. 

Mr. PEFFER. I have the act, but I have not yet found the 
exemption. 

Mr. CHANDLER. Does the Senator want the exe:.nption in 
the act of 1870? 

Mr. PEFFER. I have the act of1870, but I do not find the ex
emption. 

Mr. CHANDLER. It is in the middle of the first section of 
the act of July 14, 1870. Shall I read it to the Senator? 

Mr. SHERMAN. He has it. 
Mr. PEFFER. It is as follows: ' 

All of which several classes of bonds and the interest thereon shall be ex· 
empted from the pa.yment-

Mr. CHANDLER. That is it. 
Mr. PEFF.ER-
Sha.u be exempted from the payment of all taxes or duties of the United 

States, as well as from taxation in any form by or under State, municipal, 
or local autnority, a.nd the said bonds shall have set forth and expressed upon 
their face the above specific conditions, and shall, with their coupons, be 
made payable at the Treasury of the United States. 

That, I see, covers the whole case. It had not occurred to me 
that the interest was exempted under the funding act, but I see 
that I was mistaken. 

Mr. CHANDLER. Mr. President, I do not know that I have 
any interest in making this absolutely bad bill any better, and 
yet I can not help saying that I hope the Senator from Missouri 
upon reflection will not place the States and municipalities of 
this country in a worse condition when they are borrowing 
money in the future than the United States will find itself when 
borrowing money. I remember very well when the act of 1810 
was passed. I had forgotten about it the other day when the 
Sen.ator from Missouri was speaking and I read the original in
come-tax law of 1862. Now it all comes to my mind that when 
the funding act of 1870 was passed it contained these words: 

All of which said several classes of bonds and the interest thereon shall 
be exempted from the payment of all taxes or duties of the United States, 
a.s well as from ta.x<>.tion in any for m by or under State, municipal, or local 
authority. 

It was distinctly understood that this exemption of the inter
est upon United States securities excluded a United States in
come tn,x. I suppose the Senn,tor contends now that a United 
States income tax upon Government bonds would be a breach of 
the pTomise contained in the act of J\llY 14, 1810. At any rate, 
I so contend, and I know that was the c-ontention of the framers 
of the act. 

I think the distinguished members of the Finance Committee 
now on the floor upon this side of the Senate will confirm my 
statement that the idea oi an incom-e tax was distinctly in mind 
and there was to be no income tax hereafter imposed upon the 
interest due and payable by the United States upon any of its 
funded loan. 

That being the case, I certainly believe the Senator from Mis
souri upon reflection will see that it is wise to grant the same 
exemption from a United States income tax to State and munici
pal loans. The Government of the United States has the best 
credit of any known institution upon the face of the globe. The 
Government of the United States can borrow money cheaper 
than any State, corporation, or individual; and in order that it 
may borrow money cheaply it certainly does not need any ex
emption of this kind (which it has put in its statute book as a 
solemn ple~P-e of the public faith) so much as do the States and 
the municipalities of this country. 

Many of those municipalities, States, counties, cities, and 
towns find it difficult to borrow money, and they ought to be as
sisted as well as the Government of the United States can assist 
them to obtain good credit to borrow money cheaply. . 
It has been well shown by the Senator from New York that if 

this proposed income-tax law passes as applicable to future loans 
of municipalities, whenever hereafter a municipal loan is made 
the rate of interest thereon will have to be greater or the pre
mium which will be obtained upon the sale of the securities will 
be less, by reason of the ena.ctment of this income·tax law than 
would be the case if this income-tax law were not enacted, or if 
the exemption which is put into this proposed statute with r:ef· 
erence to the income :irom the Government bonds were apphed 
to the income from city, county, and other municipal securities. 

/ 
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Mr. President, we do not want to put this burden upon the 

local governments of this country. The Senator will find his bill 
unpopulaT enough, and the income tax will be odious enough 
-under any condition. He certainly ought to des.ire, and I believe 
does desire, to make the impos\tion of this tax as light as pos
sible upon the persons and corporations on whom it is to be im
posed. Therefore, for the sake of the municipalities in his own 
State, which are borrowers oi money and will hereaiter be bar
rowersof money, for the sake of the municipalities of a~l the State~, 
and for the sake of the States themselves, I hope he w1ll see that 1t 
is no more than fair and just and equitable that if the income 
derived from the interest on United States certificates shall not 
be t axed, the income derived from State, county, and other mu
nicipal securities shall not be taxed. 

Mr. MITCHELL of Oregon. Mr. President, this section pro
poses a tax of 2 per cent upon incomes of any person arising 
from interest derived from bonds or stocks and notes. There 
is no limitation. It a-pplies to the bonds of municipal corpora
tions as well as the bonds of privat_e corporations. It relates to 
the bonds issued by a coun-ty, by a city, and by a State. Even 
were there no constitutional -inhibition I would entirely agree 
with the contention of -the Senator from New York [Mr. HILL] 
and the Senator from New Hampshire [Mr. CHANDLER]; but I 
do not believe there is any constitutional power in Congress to 
impose this tax, and for the reason I shall state. A municipal 
corporation is, according to the decisions ol the Supreme Court 
of the United Statet a portion of the sove1·eign power of th.e 
Sbte, and according to the same decisions is not subject to tax
ation by Congress upon its Illllllicipal revenues. 

That was decided frrstin the case of the United States vs. The 
Railroad Company (17 Wallace: page 322), reaffirmed in the case 
of Stockdale vs. Insurance Company (20 Wallace, page 330), and 
since then in several other cases. It has been followed up and 
supported h.y the opinions of the Attorney-General to the same 
effect, 13th Opinions, 67, by Atto.rney-General Hoar-; 12th Opin
ions, 282, by Attorney-General Sbnbery, and also in 12th Opin
ions, 176 and 276. 

If the revenues of a municipal corporation are not subject to 
Federal taxa;tion directly, then they can net be impaired indirectly 
by le-vying a tax upon incomes growing out of those revenues or 
growing out of bonds issued by the municipal corporations. 

Away back some twenty-five years ago foux counties inAhe 
State of Kentucky, two counties in. the State· of Tennessee, the 
State of Kentucky itself, and the city of Louisville all became 
subscribe.rs to the bonds of the Louisville and Nashville Rail
road Company and furnished money in order to enable that com
pany to build its road. The internal-re-venue law of 1864 levied 
a tax of 5 per cent upon. the incQme of the Louisville and Nash
ville Railroad Company. The compooy declined to pay the tax 
on the gro.und that al thong h the tax was levied upon the corpora
tion it was really a tax upon. the revenues of the holders of ·the 
ponds, and they beingState,county, andmuni.cipal corporations 
were not subject to taxation, eLthe_r direc.tly or indirectly. 

The Supreme Court of the United States s_ustained the com
pany in that contention, holding that it was indirectly a tax 
upon the revenues of a Strute, county, and municipal corporation. 

Mr. HOAR. I was cs.lled out for a momentw·hen the Senator 
was speaking and lost the first part of hissta.t.ement of the case. 
Will he be good enough to repeat it? 

Mr. MITCHELL of Oregon. Two counties, I think, in the 
~tate of Kentucky, perhaps four in Kentucky and two in Ten
nessee, or vice versa, the State of Kentucky itself and the city 
of Louisville each and all subscribed for the. bonds of the Louis
ville and Nashville Railroad Company, and furn.if;hed money to 
enable that companytobuildits road. Subsequently the United 
States in the internal-revenue act of 1864 levied a ta.x of 5 per 
cent against the Louisville and Nashville Railroad Company. 
The company declined to pay the tax upon the ground, as con
tended, that it was a tax not on the company, but really upon the 
revenues of the State, counties, and municipalities. The Su
preme Court of the United States in the case of The United 
States vs. The Railroad Company (17 Wallace_, 322), and again in 
Stockdale vs. Insu.rance Company (20 W allaee, 330), sustained that 
contention, holding that municipal corporations are portions of 
the sovereign power of the States and therefore their revenue 
is not subject to taxation by Congress. 

I admit that case is not directly in point, but I contend all the 
same that the principle enunciated in thatcase to the effect th-at 
Congress has not the constitutional power which is proposed to 
be invoked by this provision of the bill, and for this reason; If 
there is no constitutional power in Congress to impose a tax di
rectly upon the revenues of a State, co-unty, or muni-eipal corpo
ration, then there is no power to do anything in the way of tax
ationmdtreetly which would in the slightest manner or to any 
extent whatever impair the value of the securities of that State, 
or county, or municipality. 

As to taxation, as suggested a few moments ago by the Sen
ator from Delaware who sits in front of me [Mr. HIGGINS], if the 
constitutional power exists to impose ta~ation it exists to the 
fullest extent, even to the extent of destroying the thing ta...'{ed. 
If Congrezs can levy a tax of 2 per cent, or 5 per cent, or any 
other per cent upon the in~Ome that grows out of bonds issued 
by a St:l.te or a county or a municipality, then Congress, I sub
mit, is to that extent impairing the value of those securities, and 
is thereiore imposing a tax whi{}h the Supreme Court of the 
United States has declared over and over again can not be im
posed by Congress upon the revenues of a State, a county, or a 
municipality; and, as suggested by the Senator from Massa
chusetts [Mr. HoAR], it can make the borrowing of money by a 
munic~pality absolutely impossible. and there would be no limit 
to the power of Federal taxation. 

Here is the city of Philadelphia, which is, as I understand, 
abont to issue some ten or twelve million dollars of bonds. It 
has not yet been done. If this bill becomes a law, will anyone 
contend for a moment that those bonds can go into the money 
market at the same meney value, the same salable value, that 
they would go into the money market if no such act existed? 
Certainly not. What, then, is the result of the proposed legis
lation? It is to indirectly tax the , revenues of the municipali
ties. 

I insist, therefore, that the decisionstowhichihaveattracted 
attention, although not made in eases directly in point, are of 
that chara-eter which leads inevitably to the conclusion that 
there is no power to impose a tax upon the bonds of municipali
ties or the income arising out of them, as proposed by this sec- 
tion. Nor would it make any difference, in my mind, even. if 
there· were 81 provision in the act authorizing the issuance of 
the bonds that they might be subject to taxation. That would 
have nothing to do with the power or the lack of powe1· on the 
part of the Federal Gove-rnment. 

Personally, I should be very glad to vote for this provision as 
it stan-ds, and compel all who are able to hold the bonds of a 
State, or a county, or a municipality to pay taxes upon the in
come derived therefrom; but as I look at it_, I do not believe 
there is any such power existing in the Congress of the United 
States. 

Mr. HILL. I realize, Mr. President, the natural anxiety of 
the friends of this meB.Su1·e for its early disposition, and I con
cur in the propriety of a speedy disposition of the bill. Not
withstanding all that1 this is a ve-ry important question to the 
several States of this Union. Its importance will be apparent 
as time rolls on. Therelore, I must ask the indulgence of the 
Senate for a few moments longel" while I refer> to a de<!ision in 
17 Wallace Repor-ts, in the case of the United States vs. The 
Railroad Company, pag~ 322, which was substantially this case. 
The case arose under the in-ternal-revenue act of 1864, which 
was one of those amendments applying tt'> the inc:ome tax. 

Mr. MITCHELL of Oregon. That is one of the cases towhieh 
I referred. 

Mr; GRAY. The Senator from Oregon read i-t. 
Mr. HILL. I was n"Ot aware of tha.t. 
Mr. MITCHELL of Oregon. I did not read from the case. 
Mr. HILL~ Did the Senator state what the case ~as? 
Mr. MITCHELL of Oregon. Yes, I stated it was the case of 

the United States vs. The Railroad Company, 17 W-allace, 322. 
Mr. HILL. My attention was diverted for the mement, and I 

did not know that. 
Mr.MITCHELL,of Oregon. That is one of the cases to which 

I called attention. 
Mr. HILL. Mr . .President, it strikes me there is no answer 

to this proposition and that it is so just and so fair that it ought 
to be adopted by the friends of the pending measure. !t would 
improve the income-tax provision. I have noquestionaboutit, 
and I cert:1inly think the bill ought not to be loaded up with 
provisions of doubtful constitutionality. 

I shall not, however, trespasa upon the indulgence of the Soo.· 
ate further at this time. 

Mr. HIGGINS. I want to say just a word. The pending bill 
in many respects and in its income-tax provision invades the 
domain of the States by imposing a tax upon them, rather than v 
relying upon customs and excises as their appropriate and ade-
quate means of revenue, but this proposed tax on the incomes of , · 
the bonds of States, counties, and municipalities actually be-
comes an instrument of levying a tax through State taxation • . 
It requires a State to raJse a heavier tax by the extent of this 
imposition than it otherwise would in order to meet a Federal 
exaction. It not only invades the domain of the States, which 
ought to be left entirely and exclusively to the States, but- it 
makes the States themselves, through taxation, the instrument 
for the collection of Federal taxation. 

Mr. SHERMAN. Mr. President, I wish to say a word about 
this qu-estion. The mo1·e I think about it the more I bece-me 
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satisfied that it will be ineffective to levy an income tax upon 
either the officers of the State or upon the State itself, whether 
the bonds be issued by the State or by the municipal authorities 
of the State. I think from the decisions of the Supreme Court 

· before me the tax will be invalid. 
It seems to me that it would be better to insert at once in this 

bill an exemption of all taxes on the salaries of officers of a 
State or upon the bonds issued by a State. It seems to me that 
the necessary agencies of a State in the conduct of its business, 
the management of its municipal affairs, the government of 
counties and townships, the power to borrow money, are indis· 
pensable! and without them local government could not be con· 
ducted, and the State government co:.1ld not be conduc.ted, as 
shown by the fact that every State in the Union has at one time 
or another borrowed money. 

The right and the power in the United Shtes to borrow money 
exists also among the States and the municipal corporations, 
and the Government of the United States has no power to crip· 
ple their right to borrow money by imposing an income tax or 
any other kind of tax upon them. 

I am supported in my view by two decisions which I have be
fore me, which, although not directly in point, on the whole, I 
think. raise a question of such doubt that we ought not to im· 
pose this tax:, but should relieve the States and municipalities 
from it, and not assert the power to levy it. 

Mr. ALLISON. I think the Senator from Missouri ought to 
accept this amendment. Why was it that in all our loans 
during the war we provided that our bonds should be exempt 
from all forms of taxation under State or municipal authority? 
It was the assertion of the sovereignty of our Government as to 
its creditors. That. exemption runs through all our loan laws. 
We went further in the act of 1870 and provided that they 
should be exempt from Federal taxation. 

Therefore, it seems to me that as to the power of borrowing 
money the States are as supreme and independent as the Govern· 
ment of the United States; and if we are to assert the power for 
ourselves, whether we assert it or not as to the States, that comity 
which should exist between this great Government of ours, and 
its several parts, the St..<ttes, would require that when we are 
dealing with taxation, unless we are in great stress, we should 
say to the State, •• We accord to you what we exacted from you 
nnd do exact from you when we are required to borrow money." 
That is all. 

It can not be claimed for a moment but that this exemption as 
to our own bonds immensely strengthens them, and it can not 
be contended for a moment that the assertion of a power to tax 
State and municipal bonds will weaken them. Why should we 
do that? If we are under such great stress that we are to get 
into trouble with the States and municipalities, so be it, but I 
see no necessity for it. Therefore, I hope the Senator from 
Missouri will yield the point suggested by the Senator from 
New York. 

Mr. VEST. I have yielded too many points. 
The VICE-PRESIDENT. The question is on theamenament 

proposed by the Senator from New York. 
Mr. HILL. Upon that question I ask for the yeas and nays. 
The yeas and nays were ordered. · 
Mr. HOAR. Mr. President, the more this matter has been 

discussed the graver this objection to the bill as it now stands 
seems. I should be very sorry, indeed~ for the sake of any mere 
present exigency in the contest over the pending bill, to have 
the Senate do anything which would seem to deprive for all 
time the United States of any particular resources of taxation, 
unless it has already been done by the Constitution. I hope for 
that very reason, without having the question absolutely de· 
termined now, the Senators in charge of the bill will allow this 
amendment to be adopted and the matter postponed for the judi· 
cial consideration of the future. 

OI course we are shutting the United States out from a very 
large source of revenue, which we may need in some great public 
emergency, like that through which we passed in the time of 
the late war, if we adopt an inflexible principle that we can not 
tax these salaries under any circumstances. 

I should like to hear from the Senator from Missouri [Mr. 
VEST], who is a trained and profound lawyer, what is the differ· 
ence in principle, in his mind, if there be any, between this case 
and the case of Buffington vs. Day? In Buffington vs. Day it was 
held by the Supreme Court of the United States that where the 
State had contracted with a certain person to perform a certain 

-public function, the sum of money which the State had promised 
· to pay him for that service could not be taxed by the General 
Government on the ground that it would deprive the State of 

1 the power to contract for such service, and so the service could 
'- not be accomplished. · 
' What difference in principle is there between that case and 

-: the case of the Stttte or the county borrowing money to be paid 

to obtain for itself that service? If we can tax the one, we can 
prohibit the Qther, and if we can tax the other, we can prohibi~ 
it; if we can make it inconvenient or expensive, we can make it 
impossible. The State and the United States are equal, each 
within its own sovereign sphere, and the Constitution points it 
out. 

Under what authority can the United States tax the right or 
the power to borrow money by the State of Missouri, and deny 
to the State of Missouri the right to tax the money borr~owed by 
the United States of America:> We have an officer known as 
the highway commissioner in many of our cities and towns, and, 
for a salary, he undertakes the duty of keeping the roads in re· 
pair; which is an agreedand admitted function of sovereignty. 

You can not under the decision in the case of Buffington and Day 
tax the salary which is paid to that man for doing that thing; 
but if the town 'borrows the money and does the thing itself, it 
is claimed you .can tax the money borrowed for this same pur· 
pose; in other words, you can not tax the expenditures for per
forming public services if they are performed by a hil·ed and 
salaried agent of the public, but you can tax the precise ex· 
penditures made for precisely the same service if the public 
does it itself and takes the expenditure in its own hands. I can 
not at this moment think of any sound distinction between the 
two cases. I should be very glad to hear any lawyer or anv Sen· 
a tor on the other side point it out. • 

Mr. VEST. Mr. President, I am so anxious to dispose of this 
bill, which has been hanging here for three months, that I have 
refrained, so far as my duty would permit, from making even 
any statement or argument, although very much provoked at 
times to trespass on the patience and time of the Senate. While 
the Senator from Massachusetts [Mr. HOAR] was absent from 
the Chamber, I made a brief reply to the Senator from New 
York LMr. HILL], and did not intend to say anything mo1·e in 
regard to the matter. 

It seems to me that the decisions of the Supreme Court do not 
affect this question at all. Every lawyer worthy of the name 
will admit that the Federal Government can not destroy the 
official functions of the State either by taxing the salaries of its 
officers, or by using the taxing or any other power in order to 
cripple the constitutional duties imposed upon the State govern· 
rnents in the autonomy of our General Government upon the 
whole government of the country. That is a proposition about 
which there will be no dispute. 

But Senators, it seems tome, run thatargumentintoabsurdity, 
with g-reat respect to them. They now say that you can not in· 
directly diminish the resour3es of the States by putting a tax 
upon bonds which they issue, or that their municipalities may 
issue. What is the logical and inevitable result of that state· 
ment? It is thatthesupremepower-Iuse the word "supreme" 
advisedly-of the General Government to carry on the General 
Government and raise the money necessary for the General Gov· 
ernment, gives that Government the right to use all the prop· 
erty of all the citizens in all the States for that purpose. 

If it be held here that we can not constitutionally tax the 
sureties issued by a State, the same argument will apply to 
other property within the Sf.?,te; and you must admit that the 
primary right to use the property of the State by the State gov· 
ernment must first be made before the General Government can 
tax it. For instance, take whisky, which is taxed by the State. 
According to this argument, we must first wait and see what the 
extent of the tax put upon it by the State government will be, 
and let the State have a first lien, so to speak, upon all this 
property before the General Government can exercise what I 
say is its primary power of taxation without limitation. 

Mr. MITCHELL of Oregon. If the Senator will allow me, 
nobody disputes the double power of taxation, so far as Federal 
or State taxation is concerned. 

Mr. HOAR. If I may be permitted, I wish to ask the Sena· 
tor one question, which may put the point exactly as it is in my 
mind. Is not the money that the State pays me for a service, 
for instance, as treasurer or governor or judge, just as much 
my property as the money that the State pays me for the use of 
money that I let it have for its public purposes? 

Is there any distinction in that respect? If there be none, and 
if it is my property, the interest on my debt, or the salary of 
my office, it is just the same. The United States can not tax 
the salary, because it would make the State's performance of its 
public functions more expensive or more inconvenient, which 
is clear and is settled in the case of Buffington and Day; and 
you can tax the interest on money they lend. What is the dis· 
tinction? 

Mr. VEST. It seems to me the difference is this: You can 
not tax out of existence an office by taking away all of its emolu· 
ments, as would be done by the General Government if it taxed 
the salary of a StELte officer to the full extent of that salary, 
because then you invoke the doctrine, which I admit and every 
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other lawyer must admit, that the Government can not tax out 
of existence the functions of the States, even in the exercise of 
its supreme power of taxing them. That would revolutionize 
the Government and destroy absolutely one portion of it. That 
goes without saying. But that argument does not apply in this 
case because here are simply bonds which are not connected 
with official functions, bonds which are sold by the Stn.te or the 
municipality and the money taken into their treasury. 

The question here is simply, shall these bonds, like other 
property belonging to individuals, bear their proportion of the 
common taxation which the Government, through Congress, 
deems necessary for the purposes of the General Government? 

What does the Supreme Court say in the .celebrated decision 
in regard to the taxation upon State banks? The court held 
that that tax was constitutional. Why? Because the General 
Government in the exercise of its power to control the finances 
of the United States had the right to impose that tax in order 
to strengthen the financial system of the General Government; 
in other words, the power of the General Government as to its 
functions was absolute and supreme. If you carry the argument 
which is made here to-day to its full and logical extent you 
would cripple the General Government and eliminate that dis
tinctive feature as to its power,·and say that the States can issue 
securities that are not available at all for the purposes of the 
General Government. What would be the result? Any State 
could issue securities in which its citizens might invest all their 
money and thus escape the burden that is imposed upon the 
balance of the people of the United States. 

If this income tax be constitutional it ought to be equal in its 
terms, and it ought to operate upon all securities alike. If we 
s.hould do now what we are asked to do, what would be the in
evitable result? All the State and municipal securities would 
1mmediately go to an immense premium, and all the capitalists 
of_ this countrv would invest in them, because we should make 
them by act of Congress more n.luable than any other invest-
ment. 

I am not authorized, though Senators appeal to me, to accept 
this amendment. This provision was deliberately adopted in 
the House of Representatives and by the Finance Committee of 
the Senate, and I am unable to find under the old income law 
where it was proposed to do anything else than what we pro
pose to do now. I am not authorized upon the appeal of any
body to give up one of the most important features of this bill, 
and destroy the equality which I think ought to pervade all its 
provisions. If the Senate see proper to overrule the committee 
and amend the bill as it came from the House by this radical 
change, of course I am bound to submit, but in any event, Mr. 
President, let us vote. 

Mr. SHERMAN. I shall not delay the Senate more than a 
few minutes in calling attention to the decision of the Supreme 
Court of the United States, made by a judge whose authority is 
well recognized. 

I had a great deal of trouble myself in regard to this matter. 
During the war, as a matter of eourse: we extended the taxing 
power probably far beyond what we should haye done in time 
of peace, and we imposed an income tax upon the salaries of the 
judges of the State courts and other officers of -the Stat-e gov-

\ / ernments. The Supreme Court of the United States in 1870 
V was called upon to consider the question as to whether it was 

within the power of Congress to make this levy. The general 
head of the decision in the case of Collector vs. Day is as fol
lows: 
It is not competent tor Congress under the Constitution ot the United 

States to impose a. tax upon the salary of a judicial omcer of a State_ 

This was decided in 1870, and the decision was rendered by a . 
gentleman of great reputation in this country, Mr. Justice Nel
son. The particular case of the taxing ol bonds issued by a 
State government was not before the court, but the identical 
subject-matter, the power to interfere with the government of 
a State in establishing a judicial tribunal or in collecting money 
for the support of the State government, or imposing taxes by 
issuing bonds, was necossarily involved. Here is what Judge 
Nelson says, and it applies just as strongly to the case before us 
as it did to the case then before the Supreme Cou.rl;: 

The General Government and the States, although both exist within the 
same territorial limits, are separate and distinct sovereignties, acting 
separately and independently of each other, within their respective spheres_ 
The former in its appropriate sphere is supreme: but the States within the 
limits of their powers not granted. or, in the language of the tenth amend
ment, "reserved," are as independent ot the General Government as that 
Government within its sphere is independent of the States. 

Again, he says: 
Two of the great departments of the Government, the executive and the 

legislative, depend upon the exercises ot the powers, or upon the people of 
the States- '£he Constitution guarantees to the States a. republican form of 
government, and protects each against invasion or domestic violence. Such 
being the separate and independent condition of the States in our complex 

system, as recognized by the Constit.ution, and the existence of which js so 
indispensable that without them the General Government 1tselt would dis
appear from the family of nations, it would seem to follow, as a. reasonable 
if not a necessary consequence, that the means and instrumentalities em
ployed for carrying on the oper~tions of their governments, tor preserving 
their existenae and fulfilling the high and responsible duties assigned to 
them in the Constitution, should be left free and unimpaired, should not be 
liable to be crippled, much less defelloted by the taxmg power ot another 
government, which power acknowledges no limits but the will of the legis
lative body imposing the tax. 

Then he proceeds in the same line of argument to show that 
the judiciarpower exercised by the Bhte courts was absolutely, 
and must be absolutely, free and independent from the control 
of the General Government as any other function of govern
ment. It seems to me this principle covers this case. 

The case to which the Senator from Missouri lMr. VEST] re
fers does not appiy at all. There the Supreme Court decided 
that the tax of 10 per cent upon State bank notes was valid; but 
the State banks were not agencies of the governments of the 
States in any sense of the word, and they did not perform any 
of the functions of government. They were m9re creations for 
a certain purpose, which might be controlled and taxed by the 
Government of the United St9.tes. Therefore they did not stand 
in the same position as the power to bonow money or the power 
to organize courts , or the power to administer jus tice, or the 
power to arrest offenders and punish them. Those are distinct 
State powers. 

We -have no authority, it seems to me, to levy a tax upon the 
bonds or securities issued by State or municip:tl authority. It 
strikes me so, and therefore I shall vote for the amendment be· 
cause I believe tfiat under the circumstances we h ave no power 
to levy this tax and ought not now to attempt to exercis3 it, 
even if we had the power. We ought not to interfere with the 
ordinary functions of the State governments in any way what
ever; and while I do not suppose I would be rega rded -as a St tte ·s 
rights man, in the old-fashioned sense of that term, yet I do be
lieve that we should respect all proper rights of the States and 
that the General Government should not under take to t ·t~ the 
securities of the Sta.tes and municip:1l organizations so a~ to in
ter:ere with the proper exercise of their r:owers. 

Mr. TELLER. Mr. President, I do not desire t:> discuss the 
question whether Congress has the power to enact a statute of 
this kind. I agree with the Senator from Missouri that in mat
ters within the jurisdictiqn of Congress, of course Congress is 
absolutely supreme. But each State is as much a soveL"eign 
power in its sphere as the General Government. 

I intend to vote for this amendment without reference to our 
power, upon the theory that as an act of court-esy we should not 
tax the securities of a State unless there is an absolute neces
sity for the revenue. That nobody will claim, and because there 
is no such necessity we ought not to raise the question whether 
we have a right to levy such a tax. 

I repeat that as an aet of courtesy to the States, State secur
ities should be exempt. For that reason I shall vote fo1· the 
amendment, but I do not wish to be so committed by that vote 
that I may not say at another time under different circumsronces 
that the Government of the United States may go to the extent 
of taxing securities of the States. 

Mr. HOAR. I put a question to the Senator from Missou!'i 
and his answer has not removed and indeed has not tended t-o 
remove the difficulties which were in my own mind. But I de
sire to say that I wish to confine myseif in voting for this amend
ment to the reason stated by the Senator from Colorado [Mr. 
TELLER], that it is not expedient to raise this question or to in
terfere with the money-borrowing powers of the State and munic
ipal instrumentalities, there _being no public urgency which re
quires it. I leave the question of absolut-e power to future con
siderll.tion. 

The VICE-PRESIDENT. The question is on agreeing to the 
amendment proposed by the Senator from New York[Mr. HILL], 
upon which the yeas and nays have been ordered. 

The Secreta.ry proceeded to call the .roll. 
Mr. GORDON (when his name was called). I am paired with 

the Senator from Iowa [Mr. WILSON]. -
Mr. MITCHELL of Oregon (when his name was called). I 

am paired with the senior Senator from Wisconsin [Mr. VILAS]. 
If he were here I should vote " yea "and he would vote " nay" I 
presume. 

Mr. MITCHELL of Wisconsin (when his name was called). 
Once for all for the day I wish to announce my pair with the 
Senator from Wyoming [Mr. CAREY]. 

Mr. MORRILL(when his name was called). I am paired with 
the senior Senator from New Jersey [Mr. McPHERSON], an~ 
therefore withhold my vote. 

Mr. PATTON (when his name was called). I again announce 
my pair with the junior Senator from Maryland [Mr. GIBSON]. 
II he were present I should vote "yea." 

Mr. PETTIGREW (when his name was called). I should 1\ko 

L 
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to know if the junior Senator from West Virginia tM.r. CAM
DEN] has voted. 

The VICE-PRESIDENT. He has not voted. 
Mr. PETTIGREW. I am paired with the Senator from West 

Virginia [Mr. CAMDEN]. If he were present I should vote 
"nay/' 

~Mr. DAVIS (when Mr. QUAY'S name was called). I was re
quested to announce for the day the pair of the Senator from 
Pennsylvania [Mr. QUAY] with the Senator from Alabama [Mr. 
MORGAN]. 

Mr. SMITH (when his name was called). I desire to announce 
for the day my pair with the junior Senator from Idaho [Mr. 
DuBOIS], who is absent from the city. 

The roll call was concluded. 
Mr. PETTIGREW. I ask that my vote ba recorded, as the 

junior Senatorfrom West Virginia [Mr. CAMDEN] I am informed 
would vote "nay." I vote "~ay." . 

Mr. MORGAN. Is the jumorSenatorfromPennsylvama[Mr. 
QUAY] recorded as voting? 

The VICE-PRESIDENT. He has not voted. 
Mr. MORGAN. I am paired with the Senat-or from Pennsyl

vania [Mr. QUAY]. 
Mr. CALL. I am paired with the Senator from Massachusetts 

[Mr. LODGE]. I transfer my pair to the Senator from South 
Dakota[Mr. KYLE] and vote ''nay." 

Mr. GORDON. I transfer my pair with the Senator from 
Iowa [Mr. WILSON] to the Senator from West Virginia [Mr. 
CAMDENl and vote" nay." 

Mr. WHITE (after having voted in the negative). I observe 
that the Senator from Idaho [Mr. SHOUP] is not in theChamber. 
I therefore withdraw my vote. 

The result was announced-yeas 25, nays 30; as follows: 

Aldrich, 
Allison, 
Chandler, 
CUllom, 
Davis. 
Dixon, 
Dolph, 

Allen, 
Bate, 
Berry, 
Blackburn, 
Blanchard, 
Call, 
Cockrell. 
Coke, · 

Frye, 
Gallinger, 
Gray, 
Hale, 
Hawley, 
IDggins, 
Hill, 

Daniel, 
Faulkner, 
George, 
Gordon, 
Harris, 
Hunton, 
Irby, 
Jarvis, 

YEAS-25. 
Hoar, 
McMillan, 
Manderson, 
Perkins, 
Platt, 
Proctor, 
Pugh, 

NAY8-30. 

.r ones, Ark. 
Lindsay, 
McLaurin, 
Martin, 
Mills, 
Pasco, 
Peffer, 
Pettigrew, 

NOT VOTING-30. 
Brice, Gorman, Morgan, 
Butler, Hansbrough, Morrill, 
Cafiery, .Tones, Nev. Murphy, 
Camden, Kyle, Palm.er, 
Cameron, Lodge, Patton, 
Carey, McPherson, Power, 
Dubois, Mitchell, Oregon Quay, 
Gibson, Mitchell, Wis. Shoup, 

So the amendment was rejected.; 
MESSAGE FROM THE HOUSE. 

Sherman, 
Squire, 
Teller, 
Washburn. 

Ransom, 
Roach, 
Tmpia_ 
Vest, 
Voorhees, 
"Walsh. 

Smith, 
Stewart, 
Vilas, 
White, 
Wllson, 
Wolcott. 

A message from the House of Representatives, by Mr. T. 0. 
TOWLES, its Chief Clerk, announced that the House had agreed 
to the amendment of the Senate to the bill (H. R. 4701) to incor
porate the Supreme Lodge of the Knights of Pythias. 

The messao-e also announced that the House had disagreed to 
the amendm~nt of the Senate to the bill (H. R. 6893) to regulate 
water-main assessments in the District of Columbia, agreed to 
the conference asked for by the Senate on the disagreeing votes 
of the two Houses thereon, and had appointed Mr. H.E.A.RD, Mr. 
RTOHARDSON of Tennessee, and Mr. HARMER managers at the 
conference on the part of the House. 

The message further announced that the House had passed a 
bill (H. R. 7007) regulating the sale of certain agricultural prod
ucts, defining "options" and "futures," and imposing taxes 
thereon and upon dealers therein; in which it requested the con
currence of the Senate. 

The message also o.nnounced that the House requested the 
Senate to furnish a duplicate copy of the bill (8.1919) to ratify 
and confirm an agreement with the Yuma Indians in California, 
for the cession of their surplus lands, and for other purposes, 
the original having been mislaid. 

ENROLLED BILLS SIGNED. 
The message further announced that the Speaker of the House 

had signed the following enrolled bill and joint resolution, and 
they were thereupon. signed by the Vice-President: 

A bill (H. R. 5806) to authorize the city of Hastings, Minn., to 
construct -and maintain a wagon bridge over th~ Mississippi 
R1ver; and 

A joint resolution (S. R. 57) directing the Secretary of War to 
appoint a commission of engineers to examine and report upon 
the cost of opening the harbors of Superior and Duluth and their 
en trances to a uniform depth of 20 feet. 

DEALING IN OPTIONS AND FUTURES. 
Mr. WASHBURN. I ask that the antioption bill be laid be

fore the Senate and referred to the Committee on Agriculture 
and Forestry. 

Mr. HOAR. I think that measure went to the Judiciary Com
mittee in the last Congress. 

The VICE-PRESIDENT. The Chair lays before the Senate 
a bill from the House of Representatives. 

The bill (H. R. 7007) regulating the sale of certain agricultural 
products, defining" options" and'"' futures," and imposing taxes 
thereon and upon dealers therein, was read twice by its title. 

Mr. HOAR. Is it in order to deal with this bill now and to 
displace the pending measure, except by unanimous consent? 

The VICE-PRESIDENT. The Chair thinks not. 
Mr. HOAR. If it is to be considered I wish to address the 

Senate on the question of reference. 
Mr. HARRIS. The regular order, Mr. President. 
The VICE-PRESIDENT. The Chair was not apprised as to 

the purpose of the Senator from Minnesota, and in oruer that 
the matter might be brought before the Senate, he laid the bill 
before the Senate. 

Mr. HOAR. Very well; it will go over for the present. 
DUPLTCATE BILL. 

The VICE-PRESIDENT. The Chair lays before the Senate 
the request of the House oi Representatives to transmit to it a 
duplicate copy of the bill (S.1919) to ratify and confirm an agree
ment with the Yuma Indians in California for the cession of 
their surplus landa, and for other purposes, to take the place of 
the original copy, which has been accidentally mislaid. The 
request of the House of Representatives will be complied w-ith 
in the absence of objection. 

THE REVEJ.'ifUE DILL. 
The Senate, as in Committee of the Whole, resumed the con

sideration of the bill {H. R. 4864) to reduce taxation, to· provide 
revenue for the Government, and for other purposes. 

Mr. HILL. I move to amend section 55, page 171, in line 9, 
by inserting after the word "taxation," the words "and except 
the bonds of any State;" so as to read: 

Except such bonds of the United States as 3re by the law of. their issu· 
a..nce exempt from all Federal taxation and except the bonds of any State. 

Mr. PreBident, whatever may be said in regard to the pro
prietyofexempting municipal, town, o1•county bonds, itappears 
to me that there can be no sort of doubt about the propriety of the 
exemption of State bonds. For every conceivable purpose the 
State should be placed upon an equality with the General Gov
ernment. If the General Government can exempt its bonds 
from Federal taxation and can exempt its bonds from State tax
ation, the State sovereignty should have the same right and .tho 
same power, especially under a tax like the one now proposed. 
It strikes me that no reason can be: urged why that power should 
not ba allowed to remain in the State government if it does not 
already remain there under the Constitution. 

I do not care to repeat what I have already said, first, that 
under the Federa.l Constitution it is a matter oi grave doubt 
whether any right of taxation such as this exists. Whether that 
be tru~ or not, the propriety of the State having a right to have 
its bonds exempted is manifest. I need not reiterate the argu
ment that it affects the value of the bonds. That was the very 
reason why the General Government in its original act and in 
the funding act provided that its bonds should be free from tax
ation, both State and Federal. It was not simply to ffUardagainst 
the aggrandizement of the S~tes. That was not 1t. It was to 
give thoae bonds a value, to g1ve them a market, to make them 
easily necrotia.ble in the markets of the country and the world. 
It is conc""eded that the Government can not tax these bonds di
rectly, and what it can not do directly, it can not do indirectly. 
It can not tax the income of these bonds, because from the very 
na.ture of thincrs it affects the value of the security. 

Mr. President, the sovereignty of the State is equal, within · 
its sphere, to the sovereignty of the National Government. The 
General Government has by law and by contract exempted from 
taxation $635,000,000 oi its bonds, baing technicallJ: all th~ Go~
ernment bonds in existence. That ver.v exemption, which 1s 
continued in the pending bill, gives a v.a.lue to Government se
curities. It is a right which it seems the General qover~ment 
has always exercised, a right depending upon the ~1scret~on of 
Congress. It strike_s me that as a mat~r of propr1e~y t~ns ex
emption ought to be allowed, as a questwn of State nghtf.J.t plac
ing'"the two. sovereignties side by side with the right of each one 

, to make· its se.c.urities equal before the. law and equal before the 
world on: a ques-tion of negotiation. 

I 
I 
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It is idle to say that this legislation does not strike a.t the 

value of State securities. It does. I have changed the amend
ment which before included towns, municipalities and GOunties. 
Now the beoad question is presented, State rights vs~ National 
rights. Shall the National Government step in here and be al
lowed to tax the incomes upon State securities? 

It is said that the tax· in form is against the individuals who 
own the bonds. So in the case in 17th Wallace the tax in form 
was against the railrmid company, but it was held that the tax 
was virtually against the city of Baltimore, and that those rev
enues could not be diminished by Federal taxation. 

The same principle, sir, exempts these bonds from govern
mental taxation. 'rhe1·e will be enough legal questions arising 
under the bill to keep our courts busy during its term of five 
years without adding any more to them. I fail to see the force 
of the suggestion made that we ought not to tax income from 
these bonds because the income belongs to individuals. The 
Sen~tor from Missom·i made the suggestion that we have a 
double taxation upon whisky,and asked whetheranybodyraised 
the point that that can not be done. 

Whisky is not one of the instrumentalities of a State govern
ment that I know anything about. It may be one of the instru
mentalities of the State of Missouri, but it is not of my Stat-e or 
of any other State, I think. I do not believe the Senatot· thinks 
it is one of the instrumentalities of his State. The right of in
ternal-revenue taxation upon a manufactured article like whisky 
o1 cow·se exists. Nobody has disputed it. That is an entirely 
differentquestion from this. Of course, there can not be a taxa
tion upon la.nd directly except through the forms prescribed by 
the Constitution. It can not be done, of course, by an income 
tax. 

The Federal Government is now seeking through the means 
of an income tax to reach property which can not otherwise be 
reached under the existing methods or systems of taxation. AB 
a question oi propriety or justice to toe States, of their rights 

t _......-under the Constitution, h~ving equal sovereignty with the Na
~ tional Government over the question of taxation, it strikes me 

that there is no answer to this proposition. I know the Senator 
from ~issouri, having charge of the bill, dislikes to accept 
amendments. He seems to regard it as his duty-! do not ques
tion his situation in that respect-to oppose all the amendments 
offered. He, of course, thinks that they are made to obstruct 
the bill. 

I assure him this amendment is moved to perfect the bill. 
Will it not tend to make the bill fairer arnd better to defend be
fore the people? When we go back to. our constituents and tell 
them1 "Yes; we were obliged to exempt from taxation Govern
ment bonds; we could not help ourselves; it was necessary to do 
it, because years ago it was so provided; besides, as a matter of 
propriety, it might be. said that ought to be done," I think that 
the very first question that the zealous States-right Democrat 
will ask us is, ''Why did you not treat your State bonds, then, 
in the same way?t' 

Our State is now about to sell certain bonds, and we are met 
with the allegation that the Congress at Washington has pro
vided a tax of _ 2 per cent additional upon its income. That af
fects the value of these bonds, We can not negotiate them ex
cept at a higher rate of interest. 

That highet• rate oi interest becomes a direct tax upon the 
people of the respective States on their real and personal prop
erty. So we only cut off our noses to spite our faces, oecause this 
very attempt to save· here something for the General Govern
ment and thereby to a certain extent save something for the 
people, only reacts upon the St.s.te governments and imposes 
more taxation upon the people of the respective States, where 
there is direct taxation. 

I dislike to reiterate- .these arguments over and over again; 
because I am as anxious as is any Senator here to expedite the 
disposition oi this measure. But, sir, I present them in this 
brief, crude way, and if the Senate understands the question, I 
I have said all I care to say. 

Mr. VEST. Mr. President, I do not prppose, if I can avoid 
it; and retain my sell-respect, to discuss anything but what is 
1-)gitimately before the Senate. No sort of personal fling at me 
vL' my State will deter me from my object, which is t.o get rid of 
·tariff legislation and give relief to the country. , 

Mr. HILL. I trust the Senator will not think I made any 
personal allusion to himself. 

Mr. VEST. In reg-ard to the instrumentalities of the State 
of. Missou~i, I think~ t~ey will bear examination as compared 
With the mstrumentaht1es of the slums of New York. If the 
pending bill were disposed of, I should be ready to pay my part 
of. the expense in hiring a hall and discussing this question 
Wltl;l the Senator from New York if it will afford him any pleas
m·e whatever. I alluded to the tax on whisky because I thought 
the argument of the other side, legitimately carried out, as to 

impairing the resources ot a State government, went to all prop
erty taxed in the domain or upon the soil of any State; and I 
think yet that it was a proper application of that argument. 

Idonotbelievethat there is any constitutional objection to the 
provisions of the bill to make every citizen give in that portion 
of his income which comes from an investment in State bonds 
when, together with his other income, it exceeds $4,000. 

The Senator from New York appeals to me to make the bill more · 
popular. I am not questioning the sincerity of that appeal; let 
it go; but if I wanted to mm•der the bill with the people of the 
United States I should put his amendment upon it. There is 
not a feature of the legislation of the United States to-day more 
odious to the people of this country than that ·which exempts 
Unit-ed States bonds from taxation. II I had been in Congress 
I should never have supported that legislation, even under any 
appeal to maintain the national credit. 

The idea that men can go into market overt and buy the bonds 
of this country, payable in g-old, at GO and 70cents on the dollar, 
and then be exempt from Federal taxation, is a monstrous one, 
and the people of the whole country have long since repudiated 
it. If I wanted to damn the pending bill I should extend that 
principle. When~ every Senator who votes for this amendment 
goes back to his people they will not say to him, as the imagina
tion of the Senator from New York conjures up," Why have you 
taxed your State bonds and thereby diminished their value," but 
instead the question put by the average American citizen to the 
Senator who votes for the amendment will be: "Why did you, 
pretending to put a 2 per cent tax upon the incomes of the peo· 
ple of the United States over $4,000, exempt the c.:tpitalists who 
buy the State bonds of New York or Missouri?" That will be 
the question. It will be, "Why did you tmdertake to extend to 
your State bonds the odious feature, now upon the statut-e book, 
which exempts the capitalist of the United States from all taxa
_tion upon United States bonds?" And it wlll be a proper ques-
tion. -

Who make investments in these bonds? Is ltthe man depend
ent upon his everyday labQ_l· for subsistence? Is it the man 
living upon a salary even of five or six thousand dollars? It is 
the capitalist.. It is the man who desires to make an investment 
which will pay him such a per cent certainly and surely upon_ 
his investment. Yet, we are asked here deliberately, in levying 
an incom& tax, which we are endeavoring honestly to make 
equal and just in all its operationsulJon the people of the United 
States, to exempt the capitalist in the name of State rights. 

Mr. President, I give way to no one in my zealous.support of 
the doctrine of State rights under the Constitution, as I under-~ 
stand it. I have been devoted to that doctrine during my whole 
life, and I stand here. to-day to- defend it. But if State ri~hts 
shall lead me to exempt the capitalists of this country from 
their just proportion of the common burdens of the people, then 
State rights must give way to all the instincts and teachings of 
common justice. 

Mr. HIGGINS. Mr. President, I think there is a.. great deal 
happening to seriously impair our confidence in the fidelity of 
the Democratie party to the do~ trine of State rights. It is not 
the first time it has happened in the history of the Government 
either. While they were out they got up- the Kentucky and 
Virginia resolutions of 1798. Then, when Mr. Jefferson and 
Mr. Madison came in, they got as far as the embargo act, by 
which the Federal authority laid its strong hand upon the free
do-m of commerce of the United States. Mr. Jefferson said he 
was unable under the Constitution to buy Louisiana1 but he 
swallowed his scruples and with the Democratic party, then in 
charge of the Government, took the greatest step of his life. 

Now, when the Democ·ratic party are. in possession of the 
three branches of this Government, they come in with a Fed· / . 
eral income tax, anc1 not content with invading the sphere of v/ 
the States and taking from the- States what is the legitimate · 
subject-matt-er of taxation and revenue for the States and ap· 
propriating it to the General Government, giving up to that ex-
tent the Federal Go.vernment's peculiar sphere of customs and 
excise taxation, they-must now come in here and put a tax upon 
the State bonds themselves, all the time pretending to be a party 
for State rights. 

The only good thing I can see in it is that they see the folly 
of the doctrine of State rights in its extreme extent, and that 
when they are brought face to face with the exigency of carry
ing on the Federal Government they will stretch the power of 
the Federal Government quite as far or farther tha.n anybody 
else. 

The Senatol" from Missouri speaks ol investing in bonds at 60 
and 70 cents on the dollar. That happened during the war. 
The credit of the General Government was seriously impaired 
a.t that time by circumstances which I should not undertake to 
speak of if the Senator from. Missouri had not refer,red to them
in this way. 

.. 
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To-day, however, nobody invests in Federal bonds at a dis
count but at a premium, and when you 'seek to place taxes upon 
the investments of capitalists you are really putting them upon 
the taxpayer, for just to the extent of this income tax upon those 
bonds will their price in the market be affected, and will there 
be requirement of larger interest to be imposed. That larger 
interest will result in increase'd taxation, and while you are 
seeking vainly and foolishly to get at the capitalist, you are 
striking down on the back of the taxpayer and taking that much 
revenue from the sphere of the States; and that is being done 
by this great party of State rights. 

Mr. HILL. Mr. President, I regret that the Senator from 
Missouri seemed to think that the only way he could answer my 
argument was by some personal :fling at myself. It makes no 
difference, sir, whether this amendment was offered by a gen
tlemen who represents the slums of New York or represents 
Missouri. I shall not imitate him by descending into any per
sonal reflection upon him or his State. 

Mr. VEST. You commenced it. 
Mr. HILL. I did not commence it. The Senator had clrosen 

to illustrate the point of his argument by referring to a double 
taxation upon whisky. The point of the whole argument upon 
the side I was arguing was that you could not tax the instru
mentalities of a State government, and I naturally retorted that 
whisky was not one of the instrumentalities of my State. I 
good-humoredly said I supposed it was not one of those of Mis
souri, and my friend from Missouri seems to regard that I have 
insulted him and his State. 

Mr. VEST. Oh, no. 
Mr. HILL. It was farthest from my intention so to do. I 

simply thought that when he gives thrusts he could accept them 
in a good-humored way. That was all that I intended to say; 
and then he goes out of his way to :fling the taunt at me that I 
represent the slums of New York. The other day the charge 
against me was that I repr.3sent the millionair3S of New York, 
and now it is the slums of New York. 

Mr. President, I represent all cla-sses of my people, and those 
who reside in the lower districts of New York have just as many 
rights as those who reside along the Mississippi in the State of 
Missouri. All are interested in this legislation, those who have 
p1·operty and those who have not; and no :fling of the Senator, 
no unjust or unnecessary taunt upon his part will lead me to im
itate his example, but I shall continue right to the point which 
I have undertaken to discuss. He says at some other time we 
can hira a hall together and discuas this question, but he does 
not Eeem to like to discuss it very much here now. He will be 
called upon over and over again to defend this bill. He an
nounced the other day, as I understood him, that he was ready 
to defend it here and now and not wait to hire a hall on· some 
other occasion. 

Mr. President, he will not only have to defend this provision, 
but he has stated here that his object was to make this bill 
equal, that if you are going to tax incomes you must tax all in
comes. He said that a few moments ago; and yet by his vote 
and the votes of the gentlemen associated with him he deliber
ately made an exemption of $4,000 in this very bill whereby citi
zens worth from sixty to one hundred thousand dollars are ex
empt from the provisions of the bill, and yet he is going before 
the people to tell them he has endeavored to make an equaland 
exact bill to all the people, and all the incomes of the country 
are taxed or none at all. It will be harder work for him to de
fend that exemption than to defend the necessary and reasonable 
one which I have offered. 

The Senator slurs State rights, as I understand him from his 
argument. He says he is as good a State-right man as anyone 
else. The test as to whether a man is a friend of State rights 
depends not upon his assertions, but upon his votes. Here is 
the question presented. It never can be presented plainer or in 
a more direct way than here and now. We are legislating inn. 
Federal legislature upon the subject of Federal taxation. We 
have already recognize<I. the fact that under the Constitution or 
the law, one or the other, all government'!! bonds are exempt. 
This gives a value, as I said, to national securities; and I turn 
around and simply ask you to give the same privilege, the same 
exemption, the same right to our State securities, and then Sen
ators who vote against it talk to me about State rights. 

Mr. President, State rights are sacrificed by defeating this 
amendment. Shte rights are surrendered bytheveryvote that 
has been given. Sir, I think Senators would do better in the 
preservation of State rights by voting for this amendment. 

There is nothing in this question to get excited about. The 
Senator, I believe, says that he thinks that I may possibly be 
sincere in offering this amendment. Thanks for that admis
sion. He did not hardly mean that. He may take that back. 
Mr. President, it matters not what my motive may be. My mo
tives are to be judged by the propositions that I make here. 

On that very proposition, notwithstanding the crack of the 
whip of the Senator from Missouri, Senators who sat right near 
him, just as earnest friends of the bill as he is, voted with me. 
Why? Because the propositio1,1 commended itself to their 
honest judgment. That is the reason why they voted for it, not 
because they have any sympathy for me in this fight that I am 
making against this provision of the bill. I c:1re not whether 
they agree with me or not. The question is not what my mo
tives are or what are any body's motives. The question is, is this 
amendment a sound one; is it a just one; can it be defended; 
does it make the bill better or worse? That is the question, and 
personalities should be avoided as far as possible in the discus
sion of a neat, clean, legal question an d a question of propriety 
of legislation. 

Mr. President, if Senators would vote upon this question ac
cording to their judgment, it strikes me that this would be 
granted. I concede that ex·emptions should be few and far be
tween; but States have some rights, especi!:tlly when you have 
provided certain exemptions for national securities. Is it any 
more than right that we ask the same exemption for State se
curities? Does not that place them both upon an equality? 
Can we not tell our constituents that fact and impress it upon 
them? There will be no difficulty about it. If this amendment 
shall be adopted it can be ea3ily defended in Missouri, or in any 
other State of the Union. It can be defended anywhere, be
cause it is a proper exemption. 

The Senator says he regrets that national bonds were ever 
exempted from taxation. It originally started during the war. 
It was one of the things that seemed to be regarded as neces
sary to be done. There may or may not have been a necessity 
for it in 1870, when the refunding acts were passed, but when 
my atliention was called to the fact that it not only exempted 
the bonds themselves, but the interest, I waived the amend
ment on that point. 

The Senator ;was so zealous in behalf of the National Gove·rn
ment against State rights that he was entirely willing- to argue 
that if the bonds them!::elves were exempted and there was no 
express provision for the exemption of interest, still, neverthe
less, tbeinterestought t.o be exempted, I suppose upon the prin
ciple that the tail ought to go with the hide, if upon no other 
doctdne. I stood here to say that if there was simply an ex
emption of bonds J.Jer se and nothing else we might tax the in
come. I anticipated thispointthatwas coming, and I wanted to 
see what couid be said upon the other side. 

Mr. President, it strikes me there is no answer to the propo
sition, and the simple fact that we ought to keep this bill as free 
from exemptions as possible is no an3wer to it, because the 
amendment I have offered shnds upon a better and broader basis 
than any other amendment that can ba suggested. 

I am opposed to the income feature of the bill. I desire to see 
that feature of the bill eliminated. I am pursuing, as I think, 
a proper and honorable course to amend the bill by striking 
out provisions which I think will make the bill better. These 
amendments ar.J to be judged upon their merits and not upon the 
question as to who offers them. This is all I have to say upon 
the question. 

Mr. HOAR. I hope the Senator from Missouri and all Sen
ators on the other side of the Chamber, without regard to the 
general desirableness of keeping the bill without amendment, 
will allow the pending amendment to be adopted. I desire to 
make a suggestion on which I should like to have the consider· 
ation of the Senator from Missouri. I think the Senator from 
Missouri will see that this is going to be a very serious matte1~ 
for the new States-States that are having, as they come into the 
Union, great expenditures-and for the old States, who are now 
struggling to refund their State debts on better terms. Some 
of them may have been unable to keap their interest paid, and 
others have been at great labor to keep their interest paid. 

This income tax policy, since the policy was abolished after 
the war, is a novel one. It is a policy which we never- have es· 
tablished as a permanent policy in this country. Whether it is 
going to be extended and enlarged after the trial which the bill 
proposes, or whether it is going to be popular and satisfactory, 
no man can tell. Every State which puts a loan upon the mar
ket, if the bill pa.sse~ in its present shape, has to expose that 
loan to the objection that no man can tell how much of it in the 
future policies of the Government will be taken away from the 
creditor by taxation. It will hurt the credit of a new and young 
State or of an old State that is trying to reestablish its credit, 
as so~e of our States are, tenfold, twentyfold the good it will 
be to the Treasurv of the United States to have us assert this 
principle. · 

Wh43ther we have a constitutional right to do it or not, will 
not every one of the States gain (and the people of the States 
and the people of the nation are the same) by the assertio~ in 
the matter of ordinary poliey in time of peace by the Umted 
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States Government of a purpose not to tax State loans? In my 
opinion, wherever you have uncertainty you have speculation. 
Wherever you have speculation you have loss of credit. No 
State can make a loan in the market except of foreign citizens 
entirely; but, shutting out foreign citizens, if thecredito~ lend~ 
his money to the State of Massachusetts or the State of M1Ssourl 
oi.· the State of Tennessee on a thirty-years bond, he can not tell 
whether the United States Government will be coming in to tax 

) ./the bond 2 per cent, or, if it is found a convenient and agreeable 
t--""" thing to do, 10 per cent or 20 per cent hereafter, and the State 

has got to suffer by the doubt. . 
That is the reason why this amendment is urged. It is not 

for the sake of protecting capitalists, not for the sake of pro· 
tecting investors. These investments are largely,made by sav
ings institutions · and banks and such things, where people in 
moderate circumstances are the persons interested. The amend
ment is urged for the sake of the creditof the State itself. 

Suppose we were to send a foreign loan abroad, or were in a 
condition where we needed the aid of foreign capital, and we 
should accompany that loan with an advertisement that the 
United States reserved to itself the power to put an income tax 
on the interest in the bands of every holder of the loan? That 
would cost the United States ten times what it would get. The 
State loans we hope and believe will be taken up largely by the 
people of the United States themselves. It has been regarded 
as a sound, safe investment on very moderate terms. How can 
you justify the declaration of a policy under which every State 
loan hereafter proposed is accompanied by the declaration, 
whatever may be the rate of interest you fix, that the United 
States Government has asserted its right and its purpose to tax 
the interest on the loan at its discretion? 

Mr. GEORGE. Mr. President-
Mr. HOAR. I will let the constitutional argument all go. I 

have some doubt about that myself, but! think it is a bad thing to 
do, and that nothing in our present condition makes this little 
scrap of a 2 per cent important to the Trea,sury of the United 
States in comparison with the flreatmischief whichitis proposed 
to do. Now I will hear the Senator from Mississippi. 

Mr. GEORGE. I desire to ask the Senator from Massachusetts 
if it is not well settled that so far as the foreign holders of any 
State securities are concerned, there can be no power in this 
country to tax them f?r tp.~ income derived from the bonds. 

Mr. HOAR. No, s1r; 1t 1s not. 
Mr.GEORGE. In other words, they would be t::txable within 

their own countries for the income which they would receive 
from the bonds, and they would not be taxable by this country 
on account of any income which they might derive from the 
bonds. Is not that well settled law? 

Mr. HOAR. I see the point the Senator makes. It is not 
well settled that there is no power in this country. We have 

f'.r ~he constitutional power to levy this tax. We can make it effect
~ ive by compelling the tl'easurers of the States to withhold it. 

But I have carefully avoided that point. 
I put that merely as an illustration. I said if y.ou went abroad 

with a national loan and advertised to the lender that we were 
proposing to put an income tax upon the interest it would de
stroy the loan or make it a mere speculative loan; that we hope 
and expect that our State loans will be taken up by the American 
people at home and not go abroad; that this argument would 
not apply to foreigners, but that it would have precisely the 
same effect on State credit if the State of Alabama proposes a loan 
on the 1st day of next January she will have to pay four times 
over in her rate of interest the amount which will ba received 
by the United States Treasury under this provision, because the 
United States has asserted the policy of taxing the interest on 
State debts, and nobody can tell, the policy being asserted, how 
far the Government will incline to go in the future. 

So, if Alabama advertises a State thirty-year loan, or Massa· 
chusetts, or any other State, a loan which she could get at 3 per 
cent, or at 4 per cent, or at 5 per cent, she would have to pay an 
additionall per cent or an additional half per cent because of 
the assertion of this power. It is not the amount of the tax; it 
is the amount of the possibility of the tax for which she will 
have to pay; and if we do not enlarge the provision the result 
will be that the creditor, the speculator, the purseproud and 
wicked men who dwell somewhere in the neighborhood of Lab
r ador, or in that direction, and who are perpetually plundering 
the good men of Missouri and Alabama and the new Western 
States out of their hard earnings will make the profit, and the 
Government will not benefit by it, the borrowing States will not 
benefit by it, the people will not benefit by it. By asserting this 
policy you are putting an element of speculation and uncerta.inty 
and doubt in to every State's hope of borrowing money. 

Mr. MORGAN. Mr. President, the Senator with whom I am 
paired is absent this morning and I have not the opportunity by 
my vote of expressin2' my opinion on this question; I feel com-

pelled by a conscientious conviction of duty to oppose the exer
cise by the Government of the United States of any power of 
taxation over the property of any State, or the governmental 
facilities of any State. I do that upon grounds which I under
stand involve the question of the constitutional authority of the 
Government of the United States and the States respectively, 
and of their proper balance in our system of government. 

When the Senator from Missouri was discussing the ques
tion of the exemption of incomes derived from the bonds of the 
United States he took the ground, which is entirely just and 
correct, that we had entered into an engagement with the bond
holders at the time of the issue of the bonds that we would not 
tax them, and therefore it would be a breach of public faith 
now to tax those bonds either directly or indirectly. 

However, I think the constitutional power of the Government 
of the United States to tax its own bonds was not brought into 
question, or if it was I suppose that there are very few who 
would be disposed to doubt that it has the power. But the q ues
tion in our form of government is entirely a different one when 
we come to consider whether the Government of the United 
States has the power to tax the bonds of a State. 

The State governments are given a sovereignty within the con
stitutional limits prescribed to them by the Government of the 
United States, which for a great many purposes are paramount 
to that of the sovereignty of the United States Government. I 
said the States were given a sovereignty. I should have said 
that they possess a sovereignty which has never been taken 
away from them; which is reserved to them for the purpose of 
executing the powers and functions of local government. If we 
break down the powers of the State governments to administer 
their p~oper functions in local government we simply destroy 
the fabric of this Union, and we do it at a single blow. 

rrhere is nothing wanting after you have passed the bill in the 
form in which it is presented now to the Senate to make a per
fect merger of all State power, influence, and authority into the 
powers of the Government of the United States; for if the Gov
ernment of the United States can prevent the States from bor
rowing money to carry on their legitimate functions, then it is 
useless to say that the States are not completely within the leg
islative authority of the Government for any and every purpose 
that the Government sees proper to exercise that authority to 
promote. 

I therefore feel constrained by my duty to my own convictions 
and to the Constitution of the United States and the sovereignty 
of the States, particularly the State that I have the honor to 
represent with my colleague here, to protest against this inva· 
sian of the rights of Alabama. I dolt with as much solemnity, 
with as much feeling, with as deep-seated an interest as if a bill 
were now pending here to tax the Statehouse in Montgomery-, 
or to tax the public bridges, ferrie3, roads, or any other prop· 
erty owned by the State of Alab:1ma and from which it derives 
revenue. 

It is a power that is beyond the reach of Congrass. Congress 
is excluded from that power over the States if it is excluded 
from any power whatev0r. You could not touch the States in 
a mora vital point. You might just as well take the annual tax 
lists of the State of Alabama and confiscate them for the pur· 
poses of the Federal Government as to ta.ke her power to issue 
bonds upon her credit and to raise money for carrying on her 
government. 

I will illuetrate this point. At the close of the civil war Ala
bama owed about four and a half million dollara, payable in 
London and Liverpool, upon which she had paid the interest in 
gold promptly, as it was due and every time it fell due during 
the whole of the civil war. She had put her gold, which she 
collected from he-r people while the war was flagrant, upon the 
ships, and ran the blockade inorder to get an· opportunity to pay 
her debts and save her credit, and she did so. After about four 
years of Republican administration in Alabama that debt was 
raised nominally to $32,000,000, not more than 10 :per cent of 
which ever found its way into any public institutiOn of that 
State. 

Alabama was forced to the necessity of making a settlement 
with her creditors, and under the leadership of GeorgeS. Hous
ton, who was then governor and afterwards became a member 
of this body, she arranged with her creditors for the assump
tion of a very large portion of the debt thus imposed upon her, 
at rates of interest which would increase as time elapsed. She 
commenced with the rate of 2 per cent, which was all that her 
people ~auld bear in the way of taxation then to meet it. Then 
she went to 2t , 3, and 4. I think the rate is now 4 per cent, and 
the bonds of Alabama are now at par and have recently-! do 
not know how it is to-day-commanded a premium. 

That State, by the use of her credit, had the power to relieve 
herself from a condition which would otherwise have made it 
necessary for her to have gone into political bankruptcy; that 
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is to say, into an act of repudiation which would have fastened 
a strun upon our State that we never would have gotten rid of. 
Using that power of issuing bonds free from taxation, Federal 
and State, she induced her creditors to accept the situation, to 
relieve her from the incubus of a part of her fraudulent debt, 
and to put herself upon a footing where she COllld have pros
perity, or at least life. 

She had life given to her in that way,and it has been followed 
by a very remarkable, I might almost say a marvelous pros
perity. It was solely by the use of that power that Alabama was 
able to extricate herself from that desperate situation. 

Now, if Congress had ever supposed that it possessed and had 
chosen to exercise the power of taxation upon the credits issued 
by the State of Alabama, there would have been an end of her 
prosperity. There would have been an end of her political life. 
She would have been compelled to go into the grave of bank
ruptcy, because she could not have had any possible chance of 
taking a step towards advancement in prosperity. 

Under these circumstances, Mr. President, this matter is 
called to my mind with a great deal of force. The recollection 
startles and alarms me, and I can not subscribe to the doctrine 
that the Government of the United States can tax the bonds of 
Alabama, directly or indirectly, when they are issued as facili
ties and instrumentalities of the State government of Alabama. 

If you can tax them at all you can tax them out of existence, 
for the Supreme Court has said (and we all know it is true) that 
there is no limit upon the rate of taxation when Congress has 
the constitutional power to levy a tax; there is no limitation 
upon the rate, and nothing would be easier than for an aggres
sive party in the Congress of the United States to demolish en
tirely the credit of the States and usurp to itself the entire 
money credit and power of the Government. 

Congress has money power enough, and I do not choose to 
augment it by my: vote, even as a matter of policy; but I sol
emnly believe that we have no constitutional right to impose 
this tax upon the bonds of the State of Alabama. 

I understand it to be conceded that if you can impose it at all 
upon the income from the bonds you can equally well impose it 
upon the bonds. No discrimination can be made as to the exer
cise of your powers upon the lines as to whether you tax the· in
come or whether you tax the bonds. You can tax the bonds of 
the State of Alabama 10 per cent; you can tax her credit out of 
existence; and you deprive her of that power of government 
which after all is more essential to the preservation o~ the 
American Union and the preservation of the just balance of 
powers between Congress and the States than any other power 
which you can mention. It is more essential to the Federal 
Government that it should abstain from the exercise of this 
power than it is even to the States that they should possess it. 
The moment that you put the States under surveillance, under 
subjection to the ]j,ederal Government to the extent that the 
Federal Government may tax out o£ existence the power of the 
State to issue bonds to borrow money to carry on its govern
ment, that moment, you have subjugated the States, and not only 
that, but you have exterminated them. 

Mr. LINDSAY. Mr. President, it seems to me this discus
sion rests upon an assumption that the bill contains a provision 
taxing the securities of a State and ol subordinate State munic
ipalities. The bill contains no such provision, and by no rule 
of constitutional interpretation can it be held to contain any 
such provision. 

Mr. MORGAN. I will say to the Senator from Kentucky 
that I have not asserted it did. I assumed that it did because 
it b ad been argued that way, and I should be very glad to find 
that it does not. 

Mr. LINDSAY. The bill provides in a. general way for the 
taxation of incomes, but it nowhere denominates as a portion of 
the income to be taxed the interest arising from State bonds, 
bonds of municipalities, or of cities. There is nothing in the 
bill that indicates an intention upon the part of the Congress of 
the United States to tax the State agencies, or the State bonds, 
or the bonds of any subordinate municipality. There is a rule 
of universal acceptance in the interpretation of a statute that 
the general language of the statute is to be read in connection 
with the constitutional limitations imposed upon the body en
acting the statute. The bill contains this exception: 

That nothing herein contained shall apply to States, counties, or munici
palities; nor to corporations, companies, or associa.t.i.ons organized and 
conducted solely for charitable, religious, or educational purposes, etc. 

The difficulty about excepting in terms the bonds of the State, 
the bonds of a county, or the bonds of a city grows out of the 
further rule that whenever you attempt to enumerate the ex
ceptions you are to be taken to intend to include all you do not 
in t3rmsexcept. Now, then, if in attempting to enumerate those 
things which the Constitution of its own force excepts, we fail 
in the ennmeratiqn to ~lude any character of securities that 

may no~ be taxed, it will be taken that we intended to violate 
the Constitution by taxing that particular security. 

I take it that the courts will construe this law if passed as it 
now stands as evidence of an intent10n on the part of the Con
gress of the United States to tax such incomes, and such only, 
as may be constitutionally reached by the powers of taxation 
residing in the Federal Government; and itis better to let the 
courts settle this question than by attempting to enumerate fail 
to include the whole scope of the constitutional limitation and 
put ourselves in the attitude of intending to do that which we 
have no constitutional power to do. 

Mr. ALLISON. May I call the attention of the Senator Irom 
Kentucky to the beginning of section 55? The language is as 
follows: 

That in estimating the gainsJ profits, and income of any person there shall 
be included all income derivea trom interest upon notes, bonds, and other 
securities, except such bonds of the United Smtes as are by the law or their 
issuance exempt from a.ll Fec:leral taxation. 

Mr. LINDSAY. That is a proper provision. As explained 
by the Senator from Alabama, that is exactly pToper. We tax 
all bonds and the incomes from all bonds that we may constitu
tionally tax, and we except the income upon the bonds of the 
United States, not because we have not the constitutional power 
to tax them, bQt because the bonds contain a pledge upon their 
face that they will not be taxed by the Government of the United 
States. So that exception rather strengthens than weakens the 
position I have taken, that this proposed act is to be read in 
consonance with the Constitution and subject to its limitations; 
and the cour-ts are the proper tribunals in which those questions 
are to be settled. 

Mr. MITCHELL ol Oregon. May I ask the Senator from 
·Kentucky a question? 

Mr. LINDSAY. Certainly. 
Mr. MITCHELL of Oregon. Does the Seeator hold that Con

gress has not the power to impose this proposed tax upon the 
incomes arising from a State, county, or municipal bond? 

Mr. LINDSAY. The inclination of my mind is to"agree with 
the Senator from Alabama. If the clause provided that the in
comes upon State bonds or county bonds or municipal bonds 
should be taxed I would hesihte to vote for the bill without 
striking out that express provision. 

Mr. MITCHELL of Oregon. Now, another question. Inas
much as the only exception contained in the beginning of this 
section is" such bonds of the United States as are by the law of 
their issuance exempt from all Federal taxation,'' how in the 
name oi sense does the Senator come to the conclusion that 
there is any exception in favor of State, municipal, or county 
bonds? 

Mr. LINDSAY. B~cause we might tax the bonds of the 
United"States without violating any provision of the Constitu
tion of the United States. 

Mr. MITCHELL of Oregon. That is begging the whole ques
tion. That is simply stating that this is a good law, provided 
it is not unconstitutional. If it is unconstitutional then it does 
not apply. 

Mr. LINDSAY. I do not think the Senator has exactly caught 
the point that I attempted to state. My point is that whenever 
there is a constitutional limitation upon the power of taxation 
there is no necessity for an exception eo nomine, as in the case 
of a State bond, a county bond, or a municipal bond, but where 
we may lawfully tax the income of a United States bond, in har
mony with the provisions of the Constitution of the United 
States, then it is necessary to except that bond in terms; other
wise we will be taken to have attempted to tax it. 

Mr. HOAR. Will the Senator permit me a question? As ho 
stated very frankly in answer to the Senator from Oregon his 
opinion as concurring with the Senator from Alabama, let me 
ask the Senator whether he thinks that if we have the consti
tutional power to tax the income from State bonds, it is a good 
plan to do it? 

Mr. LINDSAY. I am coming to that identical point now. 
The argument ol the Senator from Massachusetts that if the 
income on State bonds, county bonds, or municipal bonds may 
be lawfully taxed it would tend to depreciate the value of the 
bonds, is a.n argument against any income tax at all, but it is 
not an argument why the bonds should be excepted from the 
general scope of taxation upon incomes. If a tax upon the in
come arising out of a State bond or a county bond will depre
ciate its market value, so will a tax upon the income from the 
bond of a private corporation or the bond of an individual de
preciate its value. That is a legitimate and, I admit, a plausi
ble argument against the imposition of an.income tax; but there 
is no line of policy clear to me why we shall not tax incomes 
ari~::ino- from all securities that may be constitutionally taxed. 

Mr.MITCHELL of Oregon. Will the Senator from Kentucky 
allow me one ques Uon further? 



1894. CONGRESSIONAL RECORD-SENATE. 6815 
Mr. LINDSAY. Certainly. 
Mr. MITCHELL of Oregon. If this bill becomes a law just as 

it stands and the Supreme Court of the United States should 
ultimately hold that Congress had the power to impose a tax 
such as is proposed here on incomes 'arising out of State, county, 
or municipal bonds, does the Senator admit that this language 
is broad enough to impose a tax upon those bonds? 
~1r.LINDSAY. I admitted thatattheoutset, and now, speak

ing to the Senator from Oregon, who favors an income tax, let 
m e ask him, is thers any reason why the speculator who receives 
an-income from a State or a county bond should be exempted 
!rom a taxation that the speculator has to pay who holds the 
bonds of a private corporation? 

Mr. MITCHELL of Oregon. I think there are very strong 
reasons arising out of public policy, but in addition to those I 
think there is no constitutional power to do it. 

Mr. LINDSAY. There we agree, and there being no consti
tutional power to do it, I hold that there is no attempt in this 
bill to do it, and that is a sufficient answer. 

Mr. GRAY. Mr. President, I have arrived at a point in the 
discussion of this proposed income tax where I find it is impos
sible to make any compromise with my convictions in regard to 
the provision under discussion. I may submit my views as to 
expedienQy and propriety to the greater wisdom of my feltows, 
but I can not so submit my viewS' as to the fundamental ques
tions which lie at the very foundation, of the exercise of the 
taxing power of the Federal Government. In all matters that 
regard taxation I find it impossible to ignore now, any more 
than at any other time, the existence of the States. 

I believe it is the dutv of each one of us intrusted with the 
high responsibility of legislation to keep in mind at all times 
our dual scheme of government. We can not lose sight for one 
moment of the greatunderlying fact thattothe States, of which 
this Government is in one sense the general agent, belong per
haps the most important and largest function of taxation; that 
in ct·eating the burdens that taxation always imposes, burdens 
never to be borne except they are accompanied by a public exi
gency, the States are in the largest degree interested. 

I think it is not to be denied that so far as amounts go by far 
the largest amount of taxation springs directly from the power 
and the necessities of the States-state taxation, county taxa
tion, municipal taxation, in their aggregate enormous and ex
ceeding by many millions the aggregate of national taxation. 
That in the exercise of the legislative power with which weare 
intrusted and which we are now attempting to exercise we should 
keep in mind this double source from which the burden of tax
ation springs seems to me to go withont saying. 

There is another view to be taken of this question. Undeni
ably the Federal Government has the right, which it has often 
exercised, and, I take it, will exercise whenever the exigency 
arises, of exempting_ from taxation all the bonds that are issued 
by its authority. It has been found necessary, in order to mar
ket those bonds to the greatest advantage, that that exemption 
should be created by law. Itistruewemayeither exemptthem 
from taxation or we may impose the taxation, but our discre
-tion is influenced entirely by the advantage accruing to, and the 
needs of, the Federal Government, and it has been found in the 
past that it was necessary to create that exemption. 

Now, then, the States have found that tho necessity of ex
emotion of State credit was also one that was exigent and im
portant to them, and they hav~ exercised it in most cases in so 
far as to exempt the bonds issued by authority of the State and 
the interest thereon from taxation by the State. But the State 
can not exempt the holders of such bonds from taxation by the 
Federal Government unless the Constitution contemplates that 
exemption. 

Now, without regard to the constitutional question, whether 
it may be decided one way or the other by the Supreme Court, 
!hold that it is our duty as legislators of the Federal Government 
to pay that respect to the autonomy of the States that we find 
is obliged to be paid to the autonomy of the Federal Govern
ment by the States. I do not believe that we should ever in 
-this matter of imposing burdens take such a view of our duty 
as would permit us to degrade the States to the position of in
feriority to which this discrimination would reduce them. I 
mean of being obliged to submit to Federal taxation upon their 
power to borrow money, while the Federal Government can 
take from the States all power to tax the income derived from 
Federal bonds. 

Therefore, I do not think it can ever be for the advantage of 
the Federal Government to adopt such a course in this matter 
of taxation as puts the States in a position inferior to the Fed
eral Government, or hi one which tends to degrade them in this 
great dual system of ours. 

Mr. PUGH. I fully agree with the Senator from Delaware 
and with my colleague in reference to this amendment; and I 

.· 

rose simply to suggest to the Senator from Delaware, in the line 
of his argument and in support of his opinion, that the power of 
a State to borrow money to carry on its own local government, 
to me13tits own necessities, is a reserved power. It never has 
been delegated. If the power of taxation has been vested by 
the States in the Federal Government of what value is there
served power of the State to borrow money when tbeStatesthem
sel ves, by delegating the taxing power to the· Federal Govern
ment, have impaired its value? The Federal Government, by ex
empting from taxation its own bonds and the income arising from 
theinterestonits bonds, is committed to the proposition. This 
bill itselfrecognizesthatforthis Government to levy a. tax upon 
the interest of these bonds impairs their value as securities; 
that it impairs their value in the market ;when tlle Government 
undertakes to borrow money on its own credit. 

Now, if the State has reserved the right of borrowing money 
and of issuing bonds to put upon the market to sell to raise 
money, it is to do it at a rate of interest; and it is the interest 
of the people of the State to get money at the lowest rate of in
terest possible. To say that the State in reserving the right to 
borrow money has parted with the powe1· of protecting itself 
against the power of the Federal Government to tax the income 
arising from the interest upon the bonds, renders the power to 
borrow money utterly nugatory and puts it in the power of the 
Federal Government to destroy this reserved right of the States. 

I agree with my colleague. I look upon the recognition or 
the exercise of this power as a blow at the credit of the 
States and the rights of the States from which they could not 
recover in a century. It would be far better for us not to de
rive a dollar by levying an income tax rather than have it 
done by exercising the power of destroying the reserved right 
of the States to borrow money to carry on their own local gov
ernment. It centralizes the power of contl'olling the credit of 
the States in the Federal Government. 

Mr. GRAY. I wish to interrupt the Senator from Alabama 
for a moment to suggest that in what I have said I have as
sumed, for the purpose of argument, that the Federal Govern
ment has the constitutional right to tax the incomes derived 
from State bonds or bonds issued under State authority, and 
that I feel myself even under such a proposition obliged to vote, 
for the reasons I have given, against the exercise of such a 
right. But I agree with the Senator from Kentucky, I agree 
with the Senator from Alabama, that there is no con&titutional 
right to tax the instrumentality of borrowing money so neces
sary to State autonomy. However, I do not agree with my 
friend, the Senator from Kentucky, that because I so believe it 
is unnecessary in this bill to state what we think ought to be 
exempted from the universality of the language used. The lan
guage of the bill taxes incomes from all sources, from all bonds, 
and from all investments, without exempting or particularizing 
any. 

It is quite true, as the Senator from Kentucky says, that if it 
be uncon,stitutional the Supreme Court of the United States will 
so decide. But whether the Supreme Court should so decide 
or not, I want to write into this provision my own protest 
against the constitutionality of such a .power. I conceive it to 
be the duty of legislators here to t!l.ke their own views of the 
Constitution of the United States when they are framing legis
lation and to so construct the bill as that it shall conform to 
their views on the constitutional question. · 

Mr. LiNDSAY. Will it interrupt the Senator to ask him a 
question? 

The PRESIDING OFFICER (Mr. MARTIN in the chair). Does 
the Senator from Delaware yield to the Senator from Kentucky? 

Mr. GRAY. Certainly. 
Mr. LINDSAY. The Senate has voted down the amendment 

which exempted State, municipal, and county taxation. Now, if 
the Senate incorporates an exemption of the taxation of State 
bonds alone, will it not follow as a. reasonable interpretation that 
it did not intend to exempt county and municipal bonds? 

Mr. GRAY. It will not, so for as I am concerned; nor do I think it 
will have any effect upon the Supreme Court of the United States 
when it co,mes to pass, if it should come to pass upon the consti
tutionality of this provision of the bill. But I still believe there 
is nothing inconsistent with the proper framing of a .bill of this 
kind in exempting these incomes which are derived from a 
source that are beyond the rea,ch of Federal taxation. I think 
that ought to be put in, in order that the people of the States 
need not be embarrassed by the necessity of appealing to the 
Supreme Court of the United States from the action of the col
lectors, who would undoubtedly, by the language of the bill, be 
compelled to put incomes derived from such bonds among the 
taxable incomes. 

Mr. PUGH~ I thought I would have nothing to say upon this 
bill at any stage oi ita progress, because I consider the time 
more valuable in voting than to be consumed in speaking. I 



v 

6816 CONGRESSIONAL RECORD-- SENATE. JUNE 26, 

rose simply to express my condemnation of this attempt on the 
part of the Federal Government to levy a tax, an income tax or 
otherwise, upon the credit of the State and to undertake to dis
tinguish between money in the hands of the holder of a State 
bond paid to him out of the State treasury on a State bond, and 
money paid out of the State treasury to ~he officials of the 
State. . 

. I can not see any foundation for any such distinction. , It is 
conceded-that money in the hands of a State official can not be 
reached that was paid as his salary out of the State treasury. 
How is it that you can, by the exercise of the taxing power on 
the part of the Federal Government, reach the interest payable 
to the holder of a State bond out of the State treasury? 

It is a plain proposition. You can not impair the official agencies 
of the Stat.e indispensable to its own administration by taking 
away the power or refusing to recognize it; you can not tax the 
money paid out of the State treasury to the State officials be
cause it would impair that agency. Why is it that if you can 
reach the interest paid on State bonds to the holders of State 
bonds out of the State treasury you do not impair the power of 
borrowing money on the State bonds? It is perfectly prepos
terous to undertake to assert such a proposition. 

Mr. GRAY. May! again interrupt the Senator from Ala· 
bama for a moment? 

Mr. PUGH. I yield the floor. 
Mr. GRAY. I do not want the Senator to yield the floor. I 

want him to go on with the very excellent argument he is mak
ing. 

Mr. PUGH. 1 am through. I have put myself on record, and 
there I wilf stand. 

Mr. GRAY. lt is conceded on all hands that the States are 
inhibited impliedly from taxing the instrumentalities of the Fed
eral Government in the way of borrowing money, because by so 
doing they would impair its sovereignty within its appropriate 
sphere. The State against the will or the Federal Government 
can not tax the income from a Federal bond. That reason must 
apply to the State and the State bonds with exactly the same 
force that it does to the Federal Gevernment. 

Mr. ALLEN. I should like to ask the Senator a question at 
this point. The Senator contends, as I understand him, that the 
power of the General Government to tax State bonds is question
able, because the power to issue State bonds is a necessary inci
dent of its political existence. In view of the fact that each 
municipality or county ls but a subdivision of the State, and 
therefore the agency of the State in carrying on the State gov
ernment, would not the reasoning of the Senator from Delaware 
apply to municipal and county bonds equally with State bonds? 

Mr. GRAY. I think it would, if I mayanswer fra.nkly. The 
amendment we are concerned with hera is a. declaration (I will 
not say exemption, because if the Constitution exempts it we 
can not increase that exemption) that we do not intend to in
clude within the catalogue of securities whose income is to be 
taxed bonds issued directly by the State. 

Mr. ALLEN. Then, as I understand the Senator from Dela
·ware, the logic of his argument is that all bonds issued by the 
·state, by counties and municipalities-- • 

Mr. GRAY. By its authority. 
Mr. ALLEN. Or by its authority, by any subdivision, would 

also be exempt from taxation by the Federat Government, and· 
that would eliminate every bond issued in the United States by 
authority. Now, let me make this suggestion--

Mr. GRAY. Let me just state my position. I said the incli
nation of my mind is to answer the Senator affirmatively to in
clude all bonds issued by authority of the State. I can not say 
that I am exactly as clear upon that :(>Oint as I am as to bonds 
directly issued for State purpose and m order to carry out and 
execute the functions of State government. · 

Mr. ALLEN. I wish to suggest to the Senator from Delaware 
that the States tax the bonds of counties, municipalities, town
ships, etc. It is not held by the State courts that that is any im
pairment of the power of the State to issue bonds through one 
of its instrumentalities or any impairment of the statutory right 
of one of the municipal corporations to issue bonds. 

I desire to suggest to the Senator from Delaware this thought, 
that a Federal tax upon a State bond in the hand of the holder 
of that bond does not in any manner impair the power or the 
sovereignty of the State to issue bonds, and it does not in the 
slightest impair it any more than the tax of the State upon the 
bond that is issued by the country or municipality. When the 
bond of the State is issued and placed in the hand of the pur
chaser, it is private property from that time on, and the t!tx 
rests upon the holder of the bond, and in no manner impairs 
the power or the sovereigntv of the State to issue the bond. 

Mr. CAFFERY. I desire.to ask the Senator from Nebraska 
whether or not, if a. State has the power to issue a bond, it is 
no~ for the purpose of that bond bemg sold and being taken up 

by private parties or corporations, as the case may be and 
whether or not, if you tax the holder of that bond, you ar~ not 
impairing the State security just to the amount of the tax? 

Mr. ALLEN. I do not think so at all. I think the same logic 
that i.s used by the Senator from Louisiana would apply to every 
prom1ssory note, every mortgage, and every form of contract 
1ssued by a private individual. I think that it does not impair 
the power or the sovereignty of the State that issues the bond 
any mora than it impairs the ability of the individual to issue 
his promissory note or his mortgage. 

I was g-oing to say-and tha.t is all I want to say-it strikes 
me that the income tax as it now exists in this bill is impaired 
so that there is practic-ally nothing to it. Everything has been 
exempted that could possibly be exempted upon any conceivable 
~heory, and it is a mere eggshell to-day, without any meat in 
1t. Here is an attempt to exempt from the income tax millions 
of do,llars of State obligations and bonds which are held by the 
people of this country, and possibly by nonresidents. The in
come tax as originally framed could not be recognized by its 
author as it now exists in this bill. 

Mr. CAFFERY. I understood from the statement made by 
the Senator from Delaware [Mr. GRAY] that the amendment of
fered by the Senator from New York [Mr. HILL] to exempt from 
the income tax municipal and county bonds and bonds of the 
States was voted down. I . was not in the Chamber at that period1 
and being paired with the Senator from Montana [Mr. POWER] 
I could not vote upon it if here. · 

I desire to say, Mr. President, that I have heard no satisfac
tory answer no answer which to mv mind brings any kind of 
conviction, to the interrogatory propounded by the Senator from 
Massachusetts [Mr. HOAR], whether, if the Federal power of 
taxation could not extend to the salaries of officials of a State, it 
could extend to the bonds of a State. There has no answer been 
given, and, in my opinion, none can be given to that interroga
tory. There is much more reason why the United States can 
not tax or should not tax State agencies, particularly those 
agencies which raise revenue for the State, than that the United 
States can not tax salaries of State officials. There has no suf
ficient answer been given to that question and none, in my onin-
ion, can be given to it. • 

What, Mr. President, is the purpose of the State issuing a 
bond? It is for the purpose of raising revenue and other matters 
of public moment; and a vital part of the sovereignty of the State 
would be attacked by any tax upon its power to raise revenue. 

There is no .:;ort of similarity between the power of the Fed
eral Government to tax a State bond and the case presented by 
the Senator from Nebraska [Mr. ALLEN] as to the power of the 
Federal Government to tax the promissory note of the individ
ual. It is all important to maintain in perfect integrity the 
power of the State government to carry on its fiscal operations. 
There lies the very essence of its sovereignty. If you destroy 
in any particular the power oE the State to raise revenue, you 
strike a death blow at its sovereignty, for that sovereignty can 
only be maintained and the State government can only be run 
by the power of taxation. 

In my State there was a legacy of a very considerable debt leH 
from the reconstruction period. That debt has been funded into 
consolidated bonds, and by a wise and judicious management of 
State finances those· bonds are now nearly at par. -From about 
471'per cent, they have gone up to nearly 100 in the last .fifteen 
years. 

Our State has to provide against the annual overflow of the 
Mississippi River. The State has been divided into levee dis
tricts; they are subordinate municipal corporations of the.State , 
and there have been transfe1·red to them, in very large measure, 
all lands belonging to tbe State under the swamp land acts o! 
1849 'and 1850. These levee districts have raised money by issu
ing bonds predicated upon a mortgage of these Shte lands thus 
donated to them. If this bill, with this particular feature passes, 
a very serious blow will be struck at the power of that State to 
prevent the annual over.flow o! the M-ississippi River, to the 
great destruction of our people. 

I think the constitutional point is well taken. If you can tax 
the instrumentalities of the State, particularly in this vital mat
ter of raising revenue, you can destroy the State. There is no 
answer to that; there can ba none. The constitutional barrier 
p1·esents itself as an insuperable obstacle to the validity of this 
proposed income tax on State bopds. ... 

Mr. President, I am told by the Senator from Kentucky that 
wherever there is a constitutional limitation, the words of the 
statute must be considered with reference to that limitation, 
but I will call his attention to the fact that this bill ha1 very 
carefully excluded United States bonds from its operations, and 
another principle of construction will come in ; that the efclu
sion of United States bonds is pregnant with the affirmative 
that all other bonds are included. 
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Mr. LINDSAY. I ask the Senator U in his opinion United 

States bonds may not be constitutionally taxed? 
Mr. CAFFERY. By the United States Government; not by 

the Rtate governments. 
Mr. LINDSAY. That is, the bonds would be taxed if we had 

not been excluded from this bill? 
Mr. CAFFERY. But the exclusion is in general terms. 

There is- a general wording of the statute that em braces all 
bonds. 

Mr. LINDSAY. All United States bonds. 
Mr. CAFFERY. Here is a special exclusion, a special ex

emption, and the general rule of construction will apply, that 
everything not exempted is included. The tax collectors of 
the States will not pay particular attention to these constitu
tional objections, but as the Senator from Delaware [Mr. GRAY] 
well remarked, here is the place to settle this constitutional 
question, and not in the Supreme Court. Why embarass the 
Supreme Court with a question which the Senate of the United 
States can as well decide for itself here and now? 

I shall be constrained, with my view of the unconstitutional
ity of this income tax on State bonds, to vote for the amend
ment proposed by the Senator !rom New York. 

Mr. HOAR. !wish tosayaword onlyin replyto the Senator 
from Kentucky [Mr. LINDSAY]. The Senator says that conced
ing that it would be unconstitutional to tax the bonds of the 
State, still we may make a general phrase, and leave it to the 
courts hereafter to settle. 

Mr. President, I think that experienced Senator will not him
self adhere to that argument. If it were true in any other kind 
of legislation, how is it possible that any careful lawmaker can 
act on that principle in a tax bill? A tax bill has to be carried 
into effect by hundreds of local officers all over the country, as
sessors formerly, and now collectors, and probably we shall re
quire the United States assessor again before we get through 
with it. 

The bi~l is to be carried out, first, by theassessment, then by 
the demand, and then, if the tax is not paid, by a distraint. The 
collector ls to enter the household of the citizen, of the widow, 
or the unmarried woman, if she is a housekeeper, or a poor 
man or a rich man, or the man who lives 250 miles away from 
the United States court in the vast spaces of some of our West
ern States, and, according to the Senator from Kentucky, it is 
gravely proposed that, in regard to this question about which 
the Senate of the United States is pretty nearly evenlydivided, 
whether this tax on State bonds or municipal, or town, or county 
indebtedness is constitutional, this law is to be enforced in the 
several districts, in the first instance, according to the opinion 
of the tax collector. So that in Western Missouri, or in Eastern 
Oregon, or in Southern Arkansas, anybody who happens to have 
a bond of this class is to be taxed for it according to the constitu
tional opinion of the local collector, and to have his household 
furniture seized in order to collect the tax, with a remedy to go 
by appeal if he chooses, by a series of suits to the Supreme Court 
of the United States, according to the opinion of the local officer 
on the constitutional question, in regard to which constitutional 
lawyers, like the Senator from Delaware and the Senator from 
Alabama on one side and the Senator from Missouri on the other, 
are divided. It does not strike me that that is sound policy in 
leg~lation. I think we should be derelict to our constitutional 
duty if we were to let loose on the country a law of that kind. 

In the next place, I do not think this is a question for the Su
preme Court of the United States, still less for the tax collector. 
I do not mean, of course, to say or to expose myself to the sug
gestion that I do not think we should bow to the Supreme 
Court if it should hold this tax to be unconstitutional; but if the 
nine gentlemen who sit, with so much honor to themselves and 
to the country, in that illustrious tribunal happen to think an· 
affirmative exercise constitutional, which I believe unconstitu
tional, I think the State of Kentucky is the last place in this 
country from which the suggestion would come that I am bound 
to yield my opinion to them. We are bound towrite in this tax 
law all such constitutional limitations as may seem inourjudg
ment, as constitutional lawyers, to be sound and to be requisite. 

The other suggestion of the Senator from Kentucky [Mr. 
LINDSAY]-for he contributed two to this argument-that when 
it is suggested that by this action you are to impair the credit 
in the market of every, State in this country, you are going to 
do what wae so well illustrated by the Senator from Louisiana 
[Mr. CAFFERY] in regard to his own State. The Senator from 
Kentucky said that is no more than you would do if you would 
put an income tax on any private contract. The answer to that 
seems to me to be one which can be made in a sentence. The 
whole private property of the citizen, with the exception of a 
!ew n!Lrrow constitutional- limitations, is primarily at the serv
Ice of the Government. 

XXVI-427 

The preservation of the country is the supreme law; it is the 
ttom mortgage; it is the first and most sacred obligation, and 

therefore, of course, every private contract in this country must 
be subject to the supreme necessities of the State. Tb.e preser
vation of the State within its constitutional limits and for its 
constitutional functions is the supreme obligation, and there
fore it is an essentially different thing to make a State contract 
uncertain in the matter of speculation, and so impair its value, 
the value of the public credit, upon which everything else in a 
time of danger is dependent, and to exercise the authority of 
the Government oyer private property, whether it depends on 
a private contract or whether it is property personal or real in 
the ordinary sense. 

Mr. HAWLEY. Mr. President, I think it a wasteful process 
to tax State bonds either by an definite tax, and it is an equally 
wasteful thing to have it well understood by declaration, or by 
inevitable inference, that we have a right to tax them ·and are 
liable to tax them at any time. There is no financial benefit in 
it, but there is an injury. If a State desires to borrow money 
and publishes the fact that it will issue ten-year bonds at 3 Per 
cent interest, the elements of the problem are very certain. 'l;he 
elements, excepting the condition of the public credit and busi
ness, are fixed. 

The State knows precisely what it can do, and the bankers 
wilLbid with this knowledge; but if the Government puts a tax 
of a quarter of a cent upon those bonds, and it is understood 
and established that it will always be one-quarter of a cent, the 
States will lose something, to be sure; but they could borrow 
with some fixity an.d some certainty; but if a 3 per cent bond' is 
issued, with the liability of having a mill or a quarter of a cent 
taken out of it, the bankers will take out more than a propor
tionate sum from their bid because of this uncertain element 
which enters into the contract. 

So that you or the State will certainly lose by it; -the upshot 
of it between the State and the General Government is a loss; a 
greater tax will come later on, and, instead of getting the bankers 
to bid 100 for a hundred-dollar bond, with this uncertainty of 
~xing the bonds hanging over them, they will not ba likely to 
g1ve over 96, for they will say "we do not know what Congress 
will do;" and there is where they are right. The tax may be a 
mill or 2 mills, or, i1 the Government is in great need, a quarter 
of a cent or half a cent. In fact, it is to a certain percentage a 
destruction of the State's right to borrow money. Leaving the 
constitutional question entirely out, and taking the pure finan
cial question, you are wasting monev by this proposition. 

Mr. MITCHELL of Oregon. In~ some remarks I made this 
morning I referred to the Kentucky case, and I think I stated 
the decision of the Supreme Court in that case. The principle 
that was adopted subsequently by Congress was applied first in 
what is known as the Baltimore case-the United States vs. The 
Railroad Company, (17 Wallace, 322). That was a case where 
the city of Baltimore had subscribed for $5,000,000 of bonds of 
the Baltimore and Ohio Railroad Company, and the tax pro
vided for by the internal-revenue act of 1864 was imposed upon 
the company. The company declined to pay, on the ground 
that it was a tax upon _an integral part of the sovereignty of the 
State, namely the city of Baltimore. 

The Supreme Court in that case held the contention to be good. 
Subsequently, in the ca.se of Stockdale vs. Insurance Company, 
in 20 Wallace, 330, the same principle was recognized and 
adopted. Then the Congress of the United States, in the Fifty
second Congress, refunded to certain counties in Kentucky, to 
the city of Louisville in that State, and to the State of Tennes
see taxes whick they had paid, the refund by Congress being 
based upon the two cases to which I referred. 

The PRESIDING OFFICER. The question is on the amend-
ment proposed by the Senat-or from New York [Mr. HILL]. 

Mr. HILL. I ask for the yeas and nays. 
The yeas and nays were ordered. 
Mr. GEORGE. Mr. President, I have some difficulty about 

this case, and I want to submit to the constitutionallaw5'ers in 
this body a question, and especially do I desire to call the atten
tion of the Senator from Delaware [Mr. GRAY] to a difficulty 
which I have, and I hope he may be able to remove it. 

It seems to me, Mr. President-! may be mistaken about it
that a fundamental fallacy underlies all the arguments which I 
have heard here this morning urged against the constitution
ality of the income tax so far as anv part of that income might 
come from the interest upon State bonds. The case has been 
argued as if the proposition were to tax the State bonds eo nomine 
as so much property; as if this were an excise tax levied under 
the Constitution, under which the bonds issued by States are 
made subject to taxation for the benefit of the Federal Govern
ment. If that were the question before the Senate, it would be 
a very different one from the one really before it. If I am no' 



6818 CONGRESSIONAL RECORD-SENATE. JUNE 26, 

mistaken-! call the attention of the Senator from Delaware to 
that point-there is a vast difference, as it appears to me, be
tween taxing incomes derivable from a nontaxable thing, and a 
tax upon the thing itself. 

Under the Federal Constitution real estate <lr land can not be 
taxed except by the rule of apportionment, there being two 
rules for the levy of internal taxes under the Constitution, one 
the rule of apportionment, and the -other the rule of uni.form
ity. It was argued by -the Senator from Massachusetts fMr. 
HoAR] with some plausibility-but I think the Senate decided 
against him by a very large majority-tha-t .that provision of 
this income--tax law which taxe.s as incomes the rent coming 
from real estate was unconstitutional, because it was in effect 
taxing real estate, and real estate or land could only be taxed 
by the rule oi apportionment, and this tax is by the rule of uni
formity. 

I should like' to call the attention of the Senator from Dela
ware to that1 and ask .him if the Senate decided right then, if 
that decision can be maintained upon any other ground than 
tha-t there is substantially and really, as matter of ·Constitu
tional law, a difference between taxing a thing which the Con
stitution -p:rohibits to be taxed and taxing the income of an in
dividual , and including within that income the proceeds of the 
nontaxable prope~t.v~ That now is the position which Senators 
must take in order to make a good ground against the consti-tu
tionality of this income tax. 

I want to call the attention of the Senator f1·nm Delaware and 
the attention of other Senators to some other troubles we shall 
have if we forget the plain and, as I think, the manifest consti
tut ional distinction between a thing and that which might by 
some use ill the thing produce an income. The Constitution of 
the United S-tates prohibits theimposi'tion-<lf a tax uponex.ports. 
Is it now to be provided in this bill that an_y income derived by 
an exporterirom dealing in exports is also to be-exempt? The 
Constitution of the United States prohibits 'States-I mention 
that simply as an analogous argument-from taxing imports as 
well as exports. Is it to be argued -that a State may not levy 
these taxes and impose an income tax upon an importer or in
clude within the taxes which it imposes upon one of its citizens 
an income -derived from imposts? 

I pr esent this to show that there must be a very plain and 
fundamental distinction between taxing a .nontaxable thing un
der the Constitution and taxing the income of an individual, 
and including within it not the nontaxable thing, but some in
come or profit which might come from the use of this nontaxa
ble thing . 

Here is anothe-r trouble to which I desire to call the attention 
of the Senate. 

Mr. GRAY. Will the Senator allow me, right there? 
Mr. GEORGE. Let me get through. I shall only occupy a 

few moments. 
:Mr. GRAY. Allow me to suggest to the Senator, so that he 

may have it before him, what my distinction would be. 
Y'Ll'. GEORGE. Very well. -
Mr. GRAY. I submit to him, with great deference, as I 

always do when I differ with the Senator on a matter of consti
tutional or other law, that the reason why the State can not tax an 
import is because there is an express prohibition in the Consti
tution of the United States upon the State.s doing that thing. 

Mr. GEORGE. I agree to that. 
Mr. GRAY. But for that express inhibition, imports, like 

all other property, would be withln the domain of State taxa
tion. But the reason why, as I conceive, that a State should 
not tax either the bond or the income from a bond of the United 
States, does not rest upon any express inhibition, for there is 
none; but because both the bond and the interest paid upon it 
are an exercise of the essentially inherent sovereignty of the 
Government that does issue the bond. 

So of the State. " Its sovereignty within its appropriate sphere 
is complete. The reason why the power of the State to borrow 
money should not be impaired bythetaxing_powerof the United 
States is not on account of any express inhibition in the Consti
tution of the United States, for there is none; ·but because in our 
scheme of g-overnment it has been deemed essential that neither 
the General Government on the one hand or the State govern
ment on the other should interfere with or should be conceived 
ru;; having the power to interfere with those essential instru
mentalities of government of either. 
. Mr. GEORGE. Mr. President, there is a very easy an.swerto 
the argument of the Senator from Delaware. There can be no 
more force in an implied prohibition in the Constitution than 
there is in an express prohibition in the Constitution. The ques
tion in either case is not how the thing is unconstitutional, but 
whether the thing itself be constitutional or not. So the Sena- ' 
tor makes .nothing, I humbly c.on.c~ive, in.drawlng·&d.istinetion 

between an express prohibition in the Constitution of the United 
States against taxation -and an implied prohibition in the Con
stitution, because in both the utmost force and effect which can 
be attributed to them means simply prohibition and no tnore. 

Lest the Senator might think he wasnotsufficienUyanswered 
by reason of his allegation that the nontaxability of an income 
derived from State bonds comes from the fact that, if that were 
allowable, it would put it in the power of another agency, 
another sovereignty, to destroy or impair the operation.s of the 
State government. Am I correct in so translating the Senator's 
views? 

If that be so, then would it not be the most singular thing tba.t 
we should have forty-four States united under a common Con
stitution, and that each one of those forty-four States should 
have the power to tax these instrumentalities of its co-States 
and thereby destroy them? 

If the Senator contends that it would, I ask him this question: 
Will he contend that the interest on a bond i.ssued by the State 
of Louisiana, and held by a citizen of the State of Mississippi, 
could not be taxed in the Stat-e of Mississippi by her Legisla
ture, in the possession of one of her own citizen.s, for the purpose 
of raising revenue? 

.Mr. GRAY. It can not be, done. Let me say a WO't"d further, 
that the Senator may understand the position I take. The State 
of Louisiana, it is true, can not prevent the State -of Mississippi 
from taxing the income of a citizen of Mississippi derived from 
a bond. of the State of Louisiana. That is because there is no 
extrarterritorial jurisdiction of the State; but the State of Mis
sissippi can protect-its own sovereignty within its own limits as 
to the conduct and obligation of its own citizens within its own 
borders, and w.hen it permits those bonds to be ~ed the power 
of the State goes with it, and therefore that does no.t interfere 
with the free agency of the State. 

Mr . . GEORGE. The Senator has unwittingly, forced by the 
circumstances of his argument, thrown away his whole case by 
the illustration. On what are we proceeding? We are proceed
ing, as the Senator himseli admits, on an implied prohibition 
contained in the Constitution of -the United States to tax in
comes. That is his argument. His last position is that the 
Constitution of the United States can not prot-ect a citizen of 
Mississippi against an unjust taxation imposed by the State of 
Louisiana, unless the State of Mississippi should interpose di
rectly to do it? That surrenders the whole ease. If it is uncon
stitutional to make that taxation, that is, unconstitutional as 
being a violation of the Constitution of the United States, it 
requires no interposition of the State in which the taxed man 
residea. He ca n go to any ,Federal court and have it enjoined. 

Mr. President1 I had these difficulties. I have listened with 
great attention·tothe very learned arguments made by Senators, 
and when I asked them to explain the ablest one among them
no; I shall not say that--

Mr. GRAY. That would be saying a great deal. 
Mr. GEORGE. But I shall say a clear-headed constitutional 

lawyer undertakes to remove my first trouble by a distinction 
which never before, I suppose, existed in the mind of a consti
tutional lawyer, and could ou.ly have existed in hi.s by being 
forced into it by the stress of his position, that there i.s a di.s
tinction between an express prohibition of the Constitution of 
the United States and an implied prohibition. 

There is none. If a thing be unconstitutional and in viola
tion of the Constitution of the United States, it is just as bad 
whether it comes from an express prohibition or from an im
plied prohibition. The only difference is that the man who 
argues in favor of the uncon.stitutionality of a certain provision 
has an easier task to perform to prove his proposition when he 
can put his finger upon an express prohibition. That is all. 
The Constitution is ju.st as vigorous, just as efficient, just as 
strong to throw down and tear down and beat down everything 
which is in contravention of it, whether that thing be in con
travention of an express prohibition or of an implied prohibi
tion. It i.s all the same. 

Here is another thing I should like the Senatm• from Dela
ware to explain. When thi.s $500, or any other-sum which comes 
to a taxpayer by reason of a payment to him of a debt due by 
the gov{,rnment of a State or the Governmen-t of the United 
States, when does that money cease to be interest? 

Mr. GRAY. I refer the Senator to the-case of Brown against 
the State of Maryland . 

Mr. GEORGE. The Senator calls ·my attention to a case which 
I had in mind, of Brown against the State of Maryland. There 
the court held-without going into the specific details of the 
opinion-that when the thing ceased to be an import, it became 
taxable. So when this debt due by the Governmen_t ceased to 
be a debt, it became taxable. Is 1ihere any answer to that? 

Mr. GRAY. I want to ask the Senator when the salary of a. 

/ 
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State judge ceases to be a part of the ·treasury of the State, an I a menace. The Sena;tor from Missouri [Mr. VEST] said a very 
instrumentality of the State, and becomes a part of the common true thing when he addressed the Senate upon this subject; 
property of the judge? that is, in all the exemption fiTom taxation in the United States, 

. Mr. GEO.ftGE. I shall anewer that when !reach that point in the most unjustifiable was the exemption of bonds held by 
the discussion. I am talking now about income. The Senator that._class of men from taxation. 
must remember that an income is something which comes to the If they want to punish the people of this country by levying a 
man who owns it; it is his property; it is his income, let it come tax which does not amount to prohibition as much as one-tenth 
from what source it may. Can it be said that after the interest of 1 per cent interest, by charging 4 or 5 per cent additional in
has been paid to the creditor that there is any debt then left? terest, ail I have to say to them is, let them come and we sba.ll 

By the way, Mr. President, if you look at the non-taxability try them on that. If they propose to raid the American people 
of the Federal bonds, the argument goes upon the idea that you for the exercise of a common, fair, just right by extortion and 
can not tax a debt due by the United States. It is the obligation pillage, we shall .find some means of counteracting them. 
that you can not tax. When the interest has accrued and been So, Mr. President, to conclude the-whole thing, to sum it .all 
paid over, the debt is extinguished. What interest-- up, here is a Government tax to be levied for the support of the 

M1·. HILL. Will the Senator allow me? Government. I have a right to say that. We believe it is so, 
Mr. GEORGE. Not now. and Senators who argue for this exemption have no right to 
What interest has any human being, other than the person dispute that proposition. We .decide that it is right and just 

to whom the interest has been pai~, in that partictr~r money? and make this levy. 
Money has no ear-marks, Mr. President. A dollar IS a dollar. Sir who are to be exempted? That eiass of our people who 
You can not distinguish one from another. Will the Senator of all others, ought to pay taxes. Those are all. I do not 
~om Delaware ?r any <;Jther Senator say that the paym.ent of t?-e want to say anything to excite prejudice against bondholders, 
m.ter~st, when. It goes mt? th~ man's gene:al fund,. B~lll.-ca.rrms against millionaires, agaiust rich peaple. That is a very cheap 
WI~h 1t a sanctity. of constitut10nal law w~10h prohi~Its 1t from line of demag-ogy. I think a man has a right to fair and equal 
bemg: taxed? Will th~y plea;e note the. time '!he~ 1t lo~es tha.t protection, whether he be warth a million dollars or wheth-er 
sanctity? When does It end, If p.e mmgle~1t :WI~h his other he be worth $10; but I do not think he has any right to anymore 
f~nds, as everybody el~e do~s, or If he depoSits ~tIn a bank .to protection. I think a man who has made his million dollars by 
~Is general a!leount With. h1s -other funds, has 1t theJ?- ~~o~t Its fair and honest and legitimate work is as much entitled oo pro
Identity, or wtll he have, m order to preserve the specific 1den- taction as a man who has made $10 by lectitimate work; but he 
t!ty of the !'ery dollar~ which have upon them the s~r-ed bap- has not any more. If the bumble are t~ be taxed for Federal 
t1s:n of havmg ~en paid by the Government of the Umted St~tes purposes, as they are in the tax -on consumption in all that they 
as mterest on h1s bond, to ke~p them all separate .and a-part. eat, in all that they wear, in all that they consume, it doeg seem 
~want the Senat?r to -expla11?- that. How ~oes It happen t,hat to me, Mr. President, that the wealthy people o! this country 

this money thus paid bec?me.s liable to taxation? Will ~he Sen- ought not to fltand before the American people and claim an 
ato~ say ~hen he par~ With It to SOIJ?-e body else? Th-at rs a very exemption from a bx so light as thi£. 
curious kmt!of sanctity,.an exempti?D- to a dollar that happens That kind of claiming of exemption, that kind of claiming of 
to J;tave t~e non or of ha.vmg been pal~ by the Treasurer of the special privileges, is the very thing which in these times men of 
Umted St.ates to a debtor of the Umte.d States, and that shall wealth ought to avoid. If they will not avoid it upon a princ~
be all b3.m~l;led the very first m~ment that the man who got the ple of honor, of decency, and of right, they ought to avoid It 
m~ey shollld see proper to use It. . upon the more i~noble and selfish principle of self-preservation. 

rhe Senator fr~m Delaware forgets, an~ all the Sena-to-rs who That kind of claim has produced and is prnducing a prejudi-ce 
adopt the same y1eVf forget, ~hat money Is. worthl.as~ to a man against wealth and wealthy men which may, I fear, end in some 
until he parts w1th It. Tha~ lS ·one of the.mn~l!l.r.thmgs about attack upon the right of private property itself. 
money. So long as a man w1ll not part w1th It, 1t Is {}f no value . . . . . 
to him. Then, I supp()se, according to the argument of the Mr .. HILL. I desire to. ask the Senator from MISSISSippl. a 
SenatoTB, that as long as a man keeps it as his own you can not questiOn. I suppose h.e Wlll answer me no;v. 
tax it, but just the moment he undertakes to make it of some Mr. GEORGE. I will answer any question I can. . 
value to himself then it beeomes taxable. M:r:. HILL. I up.derstood. the Senator to say-I do not Wish 

Mr . . MITCHELL of Oregon. May I ask the Sennrtor a ques- to misrepresent ~m-t?-at m ca~e Government bonds were ex-
tion? ~mpted ~a nothmg said about 1t, we should proba.bly tax the 

Mr. GEORGE. Not now. ' 1n.teeest. . ~ . . 
That is the argument, that is the position to which Senators Mr. 9-~0RGE. That lS m7 opmwn.. and I under.stood It to be 

~re driven who maintain the proposition which I humbly con- the opm10n of the Senator himself .on last Saturday. . 
eeive-and I speak of it with some little diffidence, as I have not Mr. RILL. I sugges.ted tp.at pomt, but! call attenpon 1":<> ~he 
perhaps given this matter the study I should like to have given fac.t that I was antago~ed m.that very ,strongly by 11he dlStm
it as I did not know it was coihing up-but that is the position, gm~he~ Senator from Missouri, who bela. that that w.as rank re-
I ~ill not say the absflrdity, but the inconsistency to which they pudtatwn. . 
are driven, unless they have a better explanation for it than Mr. GEqRGE. Let me make a. statement r1ght there .. The 
they hav-e given for it here to-day. Senator said tha-t when the bond Itself was exempted the mter-

Mr. President, the Senator says the power to tax incomes is est also was exempted. 
going to ruin the credit of the States; and the Senator from Mr. HILL. Did I say that? 
Alabama and the Senat<Yr from Louisi.ana seemed to think that .Mr. GEORGE. Is that the question put to me? 
if the world did not come to an end just the very day the tax Mr. HILL. Yes. 
was levied, certainly constitutional liberty would expire at that Mr. GEORGE. I answer that in this way: The unpaid part 
time, and we should have no more of the old system of consti- which still remains a debt due by the Government to the holder 
tutional government in this country. of the bond stands on the same footing as the bond itself. As 

Let us get out of all of that fine talk and come down to the very soon as the interest is paid the Government is no longer debtor 
thing in th-e bill. Let us see what it is. A tax of 2 per cent and the money becomes the property of the individual. Then 
upon an income, that is $2 in the hundred on the income-not I think the rule is different. 
$2in the hundred on the principa.l which produces the income. Mr. HOAR. I desire to ask the Senator from Mississippi, 
That principal probably produces a hundred dollars at the rate when he gets through, whether he has made or does make in 
of 3 per cent interest. his own mind any distinction between the case of Buffington and 

Have Senators considered how much a tax of 2 per cent upon Day, the case of the salary and the case of the interest received 
the income of a bond-bearing 3 percent interest would decrease on Government bonds as an income. I do not know but that the 
the value of that bond? . It is infinitesimal; I can not make the Senator has spoken of this point when I wasoutof the Chamberw 
~alculation. I believe some Senator said-! forget who it was- Mr. GEORGE. I have not spoken of it. 
that if this thing were done bonds would go down and interest Mr. HOAR. I should like to hear the Senator on that point. 
would go up to 10 or 12 per cent. If that is so, it is not because Mr. GEORGE. I do not like to talk on that subject because 
that is the legitimate logical result of this legislation, but it is it is not before the Senate. Whenever there is a proposition 
because the men wh.odealin bondsspecul~upon themisfortunes before the Senate to tax the salaries of State officers, then I 
Of their fellow-citizens. I say il this be so, it is because that shall answer the Senator's question. I do not care to discuss it 
cla.se af men, without justification in the business aspect of the now. I am glad the Senator from Tennessee is not here, f~r l 
~ase, undertake to tax by incrased interest the people of the Phould feel as if I were incurring his everlasting hostility U I 
United States, to punish them for an attempt on their part to were to discuss a pure abstract question now. I shall not do it~ 
levy a legitimate tax upon them~ Mr. HOAR. If the Senator from Mississippi will pardon me-

Mr. President, I am not in favor .of yielding to that kin..d o1 be is a great co-nstitutional lawyer, as we all know; he has beea 
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a great chf.ef justice of oneofthe States-Iwill state that I think 
that in the case of Buffington and Day--

Mr. GEORGE. Whether greator small, I have the right and 
the power of expressing opinions here if I wish. 

Allison. 
Brice, 
Butler, 
Cameron, 
Carey, 
Cockrell, 
Dubois, ,. 

NOT VOTING-28. 

Frye, 
Gibson, 
Gordog, 
Gorman, 
Hai\sbrough, 
Jones, Nev. 
Kyle, 

Lodge, 
McPherson, 
w~chel), Wis. 
.Motgan, ' 
Moh1ll, 
Murphy, 
Palmer, 

:Pa~ton, 
Qp~y. 
Smith, 
Stewart, 
Vilas, 
Wilson, 
Wolcott. 

Mr. HOAR. Certainly. The case of Buffington and Day is 
by some mbds regarded as an authority on the question we are 
discussing. The court have held that you can not tax the salary 
of a State officer, because it is a tax on a State function. 

Now they say, by the same reasoning exactly, that you can not So the amendment was rejected. 
tax the interest on State bonds because it is a tax on a State Mr. HILL. I call the attention of the Senator from Missouri 
function. .My suggestion to the Sena.tor from Mississippi was to the wording of that portion of section 55 which relates tO 
not sarcastic or ironical, but with entire and most absolute re- what is called the inheritance and gift bx. The bill as it came 
s:pect. !do not think it is asking the Senator to discuss a ques- to us from the other House provided for a tax upon all person~l 
tlon not before th~ Senate. It is asking him if he can tell us ~roperty receive<l by gift, devise, and inheritance. The wor.11 
why that argument is not an authority deciding the question be- 'devise" was stricken out, because it relates only to real prop-
fore the Senate. That is what I ask. erty. I suppose that is the point to the amendmer;tt. 

Mr. GEORGE. I can answer that. Before makini any motion in this re~ard I call the attention 
Mr. HOAR. That is all. I did not say the Senator has been of the Senate to this omission. It has ooen said over and over 

a. chief justice or ask the question in any spirit of derision or again in the debat~ that the o.bject is to have a perfect bill, ~ 
in jest, but in absolute respect and good faith. hav:e as few exemptwns as possible, so that the bill can be more 

Mr. GEORGE. I will answer that question. It is a presump- easily defended. The ~ill p~rports to require every iift of pe~
tion upon which all salary laws are passed, though I regret to sonal property and allmheritances o! personal property to oe 
say that in reference to the salaries of Federal officials it is not taxed 2 per cent, the same as all other items of ta.xatlon. 
always a just and fair :presumption that the.amount fixed for the Mr. HOAR. I should like to ask the Senator from New York 
salary is that sum which is necessary to &ecure to the State or if the word ''inheritance" is any more applicable to personal 
the United States the services of a competent man to perform property than the word "devise'' :> 
the duties of the office. I think I am right that far. Mr. HILL. Yes, it is. "Inheritance "includes both real and 

Now, if we allow an extra authority to come in and tax that personal property, and" devise" includes real estate alone under 
compensation which the State has adjudged by its laws (and the the technical legal definition. 
State is the only competent authority upon that subject) is the The pending bill, then, in its present shape excludes all gift~ 
sum which is sufficient to get a. competent man to perform the of real estate, although made in contemplation of death, and all 
functions of government intrust-ed to that officer, then we allow real estate which is inherited. There IS no dispute about that 
an outside authority to destroy the power of the State to have fact. I call attention to the peculiar situation of the bill. Th~ 
a. compet-ent officer. That is the plea for him which does not collateral-inheritance statutes in the various States now known 
apply to business men who ho1d these bonds. more properly as inheritance and gift acts, oecau;e they have 

Mr. HOAR. Who buy them in the market. been enlarged so as to affect not only collateral relatives but 
Mr. GEORGE. Who purchase them in the market and hold direct relatives to a very large extent, affect, for the main part 

them. · in the respective States, only personal property. 
The PRESIDING OFFICER. The question is on agreeing to In preparing the proposed law the parties who drew the bill 

the amendment of the Senator from New York [Mr. HILL], on have seen fit to tax that same personal property. Real estate iS 
which the yeas and nays have been ordered. not taxed under these gift and inheritance acts. The very 

The Secretary proceeded to call the roll. property which the States themselves have not assumed to tax 
Mr. CALL (when his name was called). I am paired with the the General Government steps in and does not tax, but the 

Senator from Massachusetts [Mr. LODGE]. If he were present General Government steps in and assumes to tax just precisely 
I should vote" nay." what the States in the main assume to tax. There are some 

Mr. MITCHELL of Oeegon (when his name was called). I States, of course, where real estate is taxed, but in the main 
transfer my pair with the senior Senatot' from Wisconsin [Mr. throughout the country those statutes relate simply to personal 
VILAS] to the senior Senatot' from Nevada [Mr. JONES], and property. I call the attention of the Senate and the country to 
vote ''yea." the f!Wt that here is an omission, plain and distinct, placed in 

Mr. MORGAN (when his name was ca.lled). I am paired with 1 the bill for some good purpose or some bad purpose or for some 
the Senator from Pennsylvania [Mr. QUAY]. purpose or other, whereby this species of property is entirely 

The roll call was concluded. exempt. 
Mr. CALL. I transfer my p·air with· the Senator from Massa- I listened Saturday last to the distinguished Senator from 

cbusetts [Mr. LODGE] to the Senator from South Dakota [Mr. Missouri, who argued very eloquently and ably that if a million· 
KYLE], and vote" nay." aire has $5,000,000 of personal property-he made the illustra

Mr. FRYE. I am paired with the senior Senator from Mary- tion in bonds then; the bond part is not essential now-or $5 1 
land [Mr. GORMAN]. 000,000 in money, which he wants to 2'ive to a child, that th~t 

Mr. PATTON (after having voted in the affirmative). Has personal property should be taxed. It is said that if he die$ 
the junior Senator from Maryland [Mr. GIBSON] voted? without a will and leaves the property to his children it ou~ht to 

The VICE-PRESIDENT. He has not voted, the Chair is ad- be taxed. The Senator said there might be $5...!.000,000 of Pl'OP.• 
vised. . erty, and argued eloquently and ably that the vovernment had 

Mr. PATTON. I am paired with the junior Senator from protected this property and that when the party, in view of 
Maryland, and therefore withdraw my vote. death or by will, makes the gift, or the child receives the hi:. 

The VICE-PRESIDENT. The Senator from Michigan with- heritance, it ought to be taxed. 
draws his vote. I simply suggest for the consideration of the Senate what 

Mr. ALLISON (after having vot-ed in the affirmative). I am about a gift of real estateworth$5,000,000? What aboutreceiv: 
paired generally with the Senator from Missouri [Mr. CocK- ing $5,000,000 worth of real estate by inheritance? It is ex
RELL]. I understand he is necessarily absent for a portion of empted by the terms of the bill. Now, I desire to know froPi 
the day. Therefore I withdtaw my vote, not knowing how he the distinguished Senator from Missouri what are the grounds 
would vote on this question. of that exemption. Are they legal, constitutional, or is it 

The result was announced-yeas 27, nays 30; as follows: deemed ~est as a matter of discretion to exclude this class of 
YEAS Z7 property. 

Aldrich, 
C&trery, 
Chandler, 
Cullom, 
Davis, 
Dixon, 
Dolph, 

Allen, 
Bate, 
Berry, 
Blackburn, 
lJl:mchard, j 

8a.ll, 
amden. 

COke, 

Gallinger, 
Gray, 
Hale, 
Hawley, 
Higgins, 
Hill, 
Hoar, 

Daniel, 
Faulkner, 
George, 
Harris, 
Hunton, 
Irby, 
Jarvis, 
Jones, Ark. 

- · Mr. VEST. This is an income tax, and that is thE> answer~ 
~~~JI~;~n, Pugh, the Senator from New York. This section, a part of which . 
Mitchell, oregon ~~~~X::.an. now proposeR to amend in section 54, provides that the income t~ , 
Perkins, Squire, shall be laid upon any kind of property, rents, interests, divl~ 
Platt, Teller, dends, salaries, etc. 
~~:C~r. Washburn. Mr. HILL. Where is that provision? 

Mr. VEST. On p!lge 170, lines 15, 16, and 17. If we exempted 
NAYS-30. the rents of real estate, then the argument of the Sen.ator fron;). 

~~t:~in. R.oa.ch, New York would be entirely pertinent and proper; but we do 
Martin, ~~f.ie, nothing of the kind. 
Mills, Voorhees, We tax all incomes from any source whatever, and we specif;y 
~;re~; Walsh, the income coming from real estate. This portion of the bUl 
Pettigrew, White. which the Senator proposes to amend refers to personal prop~ 
Ransom, erty that comes by gift or inhe:dta.nce. If the Senator couW 

·j 
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find any way to put real estate in the shape of an income de
rived by inheritance or gift, I should wonder at his ingenuity 
and ability, for I can not conceive how it could be done. 

Mr. ALLISON. May I call the attention of the Senator from 
Missouri to line 25, page 171, which says, " the value of all per
sonal property. " Therefore personal property must be valued 
under the inheritance tax. I do not see any more difficulty in 
valuing real estate than personalty. 

Mr. VES'.r. We put a tax immediately upon the income de
rived from real estate after it goes into the hands of the person 
to whom it descends. You can not, in my judgment, call it an 
income, when real estate is given to a party and you immedi
ately put a tax upon the income derived from it. 

Mr. ALLISON. Let me suggest ~n instance to the Senator. 
A person has $100,000 in realty and $100,000 in personal prop
erty, both acquired by inherihnce. The tax-gatherer ~mst 
value the personal property and collect 2 per cent upon 1t a~ 
once; not upon the income of it afterward, but upon the actual 
property. What greater difficulty is there in valuing realty and 
collecting 2per cent upon it than upon personal property? I do 
not see it myself. 

Mr. VEST. The law of 186-!, and the bill as it came over to us 
from the other House. disposed of real estate by putting a tax 
upon the income derived from it. Now, when personal prop
erty on the other hand comes to a party, it is keated as money, 
and the language of the bill as it came from the other House, 
which is copied, I think~ from the acto' 1864, is: 

'l'he amount of money, notes, bonds, choses in action, and the value of any 
personal property r eceived by gift, devise, or inheritance. 

Mr. ALLISON. That value rrlust be apprai!:led. Otherwise · 
the officers would not know what it is. 

Mr. VEST. As a matter of course. 
Mr. ALLISON. So I do not see the difficulty in appra1smg 

real estate. I only c::tll the attention of the Senate to it. 
Mr. VEST. The proposed law here was dealing with personal 

property alone and money, which is personal property. The 
amendment which we made to the bill was simply to strike out 
the words" the amount of money, notes, bonds, choses in action," 
which are personal property, and say "money and the value of 
all personal property acquired by gift or inheritance." 

In other words, the terms of the law originally in 1864 and in 
the bill as it came from the other House recognized the differ
ence between perishable property or personal property and real 
estate, and put a tax upon the income of real estate and upon the 
personal property itself. As soon as a party receives from any 
one a piece of land, the income from the land becomes taxable 
under the proposed law, and therefore you can not say that the 
real estate is exempt from taxation. 

Mr. HILL. The moment a party receives any parsonal prop
erty, does not the income thereafter become subject to the tax? 

Mr. VEST. Yes. The phrase came to us m the bill origi
nally and is found in the act of 1864. I suppose the assumption 
was that personal property could be used immediately and be
come a part of the income; that it was not like real estate, 
which is represented by its rent. The first part of the section 
to which I have alluded deals with real estate. The latter part 
of it deals with personal property. To increase the arq.ount of 
liability to taxation by including in anybody's income not only 
the value of the real estate, but then proceed also to tax the 
rents of the real estate, it seems to me is a monstrous proposi
tion, for it would be in the nature of double taxation and would 
be oppressive; but if the Senate upon argument thinks that is 
fair and proper, I have no pride of opinion about it. 

Mr. PLATT. I do not think there ought to be included in 
the yearly income which is to be taxed, either the real estate 
which may be received by devise or personal property which is 
received by inheritance or gift. 

Mr. HILL. I am going to make a motion also in regard to 
that provision. 

Mr. PLATT. I do not think .it is any part of the yearly in
come. · I think it is entirely foreign to the scheme of the bill. 

I wish to state ,. while I am up, that there is no feature of the 
English income tax which is so odious in England as what they 
call the death duties. That is the name which they have given 
this sort of taxation in England. The death duties are very 
odious, and they ought to be odious in· this country. They are 
no part of a person's real income. 

Mr. CHANDLER. There seems to be no doubt at all that the 
bin adopts an inheritance tax right into the body of it. 

Mr. HILL. And calls it an income tax. 
Mr. CHANDLER. It purports to be an income tax, but it is 

an inheritance tax upon personal property. There is no doubt 
about that. It is an inheritance tax upon personal property 
only. · . 

I believe that the State of New York has within a very few 

yeara adopt-ed an inheritance tax, and that it realizes from taxes 
on inheritances within the State a very large sum of money , $2,-
000,090 or $3,000,000 annually. 

Now, the income-tax provision which in theory is inte nded 
to tax the income for one year and another year, and so on yea1~ 
by year, proceeds to take 2 per cent out of every inheritance of 
personal property, no matter how large it is. There can be no 
escape, as it seems to me, from the assertion that here is an in
heritance tax upon personal property and not an inheritance tax 
upon real estate. It seems to me that the distinction which has 
been drawn by Senators here is absolutely good, and that you 
have adopted the most astonishing feature of putting into an in
come tax an inheritance tax. 

You have discriminated against the person who inherits per· 
nonal property and in favor of the person who inherits real 
estate. I do not see that the distinction-which the Senator from 
Missouri makes can possibly be good, that it is justifiable to 
make this distinction because after you have imposed this in
come and inheritance tn.x you continue to t.ax the income from 
real estate. 

Mr. VEST. Let me ask the Senator from New Hampshire a 
·.question before he takes his seat. How could you put this tax 
upon real estate unless you conform to the Constitution, which 
only permits the imposition of a direct tax on the basis of popula
tion? 

Mr. CHANDLER. The Senator from Missouri is only argu· 
ing against a theory which I shall not defend. I think it is a 
fundamental error to undertake to put an inheritance tax into 
an income-tax bill, and I hope the Senator from New York--

Mr. VEST, The Senator from New Hampshire does not an
swer my question. 

Mr. CHANDLER. Wait a. moment. I hope the Senator 
from New York, instead of moving to add to the billa provision 
that there shall be a tax of 2 per cent upon all real estate, will 
move to strike out the 2 per cent tax upon personal property. 
Now, I will hear the Senator from Missouri again. 

Mr. VEST. The bill, if the Senator will permit me, only 
provides a tax of 2 per cent upQ.D the income derived from real 
estate. The Senator does not answer my question. The Con
stitution of the United States provides that no direct tax upon 
real estate'shall be levied unless it be according to population. 
How could we have put this tax upon real estate itself undet~ 
that provision of the Constitution? 

Mr. CHA-NDLER. I am happy to agree with the Senator 
from Missouri. I do not think he could have levied such a tax, 
but I think that there~ore he had better strike from the bill the 
inheritance tax upon personal property. The Senator always 
c-onvinces me when he is right. -

Mr. VEST. I am glad. to hear it. 
Mr. CHANDLER. I always give careful and candid attention 

to the views which the Senator submits to the Senate. I think 
he is right in maintaining that you can not in the pending bill 
constitutionally tax an inheritance of real estate; but if you are ' 
dealing with incomes it is no reason for taxing an inheritance~ 
of personal prop.erty 2 per cent, once for all , ·by saying that as · 
to real estate the annual income from it will be taxed in future • 
years, because, as the Senator from New York has said, so will 
the income of the personal property be taxed in future years. . 

If you tax it 2 per cent as the inheritance tax and the person 
retains it in his possession when another year comes around, 
then of course you take the income derived from it and tax the 
income 2 per cent again. The proposition in the bill to add an 
inheritance_ tax is an anomaly which I am quite sure the Sena· 
tor from Missouri, now that he has convinced himself that he 
can not constitutionally put an income tax on an inheritance of 
real estate, will strike out of the bill. 

Mr. HILL. Mr. President, I wish to say a few words before I 
move an amendment to the bill. It is difficult, allow me to say, 
for me to defend any sort of these gift and inheritance taxes: 
They are taxeswhich areeasHycollected, but it alwaysappeared 
to me as if they were imposed without regard to any fixed prin
ciple of taxation for the reason that if A _is the owner of a large 
amount of real and personal property upon which he pays to his 
Government and State all taxes which can be properly imposed 
upon it while he owns it, simply because he wants to transfer 
the property by deed or will or bill of sale to his nephew, his pro
t ege, or whoever he pleases, the Governm,ent or State steps in, 
and because of the mere act of transfer, take.:; some portion of 
that property, because the moment the property vests in the 
transferee the State and the Government can step in and still 
tax the property, both real and personal. 

In other words, it is a tax upon the property in transitu. While 
A owned the property he paid the just demands of governmen~ 
and when be transferred~ it the transferee pays the just demands 
of government, State and national. Therefore I do not take 
much stock in.the theory that the collateral inheritance or the 
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direct inheritance isfoll!lde<l upon any just principle. It is very 
difficult to defend it. 

The first point which I am now making is that you have as
sumed to place in this tariff-refo~ bill first an income tax, and 
now you have endeavored to place in the income tax an inher
itance. What a man receives by gift, that which he does not 
earn, is not an income within a proper sense of the term. That 
which my father leaves me by inheritance or by will is not an 
income within the proper, strict definition of the term. It is an 
inheritance. It is a gift which in my judgment ought not to 
be taxed by the General Government. At least there can be no 
sound reasons advanced why such a tax ought to be placed in 
the bill. _ 

When the Senator- from 1\fissouri and the Senator from New 
Hampshire both agree upon the proposition that the income t3.x 
-was withheld from real estate because of the want of constitu
tional power to impose it the matter n eeds a little further in-~ 
vestiga.tion. I am suspicious of the law when they both agree 
upon it. 

Mr. CHANDLER. Will the Senator from New York allow 
me. A farm.,. a piece of real e.state, passes from father to son 
to-day, and the Government by the bill would take, if such a 
clause were in the bill, 2. per cent of ita value. Ia not that a tax 
upon realestate?- I agreewith the Senator!romNewYorkthat 
it is in no sense an income tax; it is an inheritance tax. But is 
there any possibility that when the Senator from MisBouri and 
I ag-ree upon that proposition, and the proposition itself is stated 
to the Senator from New York1 he can get rid oi the fact that 
it is a tax np_on real estate: if you take 2 per cent of it by the bill. 

Mr. HILL. The chances are that bo-th the Senator from.New 
Hampshire and the Senator from Missouri are w1·ong, and the 
difficulty is simply that the income tax_ law of 1864 or some ofthe 
va.rious provisions of the laws of 1861,1862, 1863, or 1864 did con
tain just such a tax-. 

Mr. CHANDLER. Is the Senator from New York sure of 
that? 

Mr. HILL. Yes-, sir. 
Mr-. ALLISON. An inheritance tax is not an incc:tme tax. 
Mr. HILL. Call it what you please; it matters-not what y.ou 

call it, the Supreme Court. of the United States decided that the 
imposition of that tax was not- a tax. upon. reaL estate, but that 
it was a. tax upon what they called the devolution of real estate. 

The court upheld the tax, making the distinction. that Con
gress could not ta..x land directly except in the manner pointed 
out by the Senator from Missouri, but that it had aright to step 
in and make this devolution tax_, which was a tax not-u-po.n the 
land itself., but a tax upon the transler, and that made it consti
tutional. Therefore, much as I regret to disagree, there is no 
p1·ohibition upon Congress constitutionally placing in the bill 
an inheritance tax or a tax upon devolutions, because we must 
bow·with respect__ to the decision of the Supreme Court upon that 
subject. • , 

It is of no consequence whether the committee misapprehen<led 
the law or whether they proceeded upon the ground that it is 
not constitutional to do it. It has been omitted, and the fact 
remains that they do not propose to tax real estate or the devo
lut-ion of. real estate. They do not propose, under the provi
sions of the bill, to tax. an inheritance or a gift of real estate. 
I call attention to the fact that here is a large cla-ss of property 
which by the terms of the bill is omitted from taxation. 

Now, shall we amend the bill by including this larg-e amount 
of real estate? With some propriety that might be done, be
cause, as I said a moment or two moments- ago, you do not then 
conflict to any extent with the State governments, because 
nearly all the inheritance and gift taxes of the State govern
ments are taxed upon personal property just as this is, and are 
not taxed upon real estate. But the pending bill seems to de
sire double legislation and taxes the very same gifts and the 
very same inheritances which the States tax., instead of taking 
real estate inheritances and the real eshte gifts which the 
States as a usual rule do not tax. 

I make no motion to include real estate, especially not now. 
I do not know, of course, how much revenue is expected or- de
sired under the pending bill. I heard the colloquy which took 
plaoo Saturday last between the distinguished Senator from 
Ohio [Mr. SHERMAN] and the distinguished Senator from Mis
souri [Mr. VEST], which ought to he repeated to and impressed 
upon the cotmtry. tt is. as follows: 

1\11:. SHERMAN. I desire to inquire of the Senator 1n charge-o! the bill 
wl'l.ether he has an estimate from the Treasury Depa-rtment, or whether he 
has made any estimate himsel! as to the amo.unt_ which thB ineome tax w111 
probably yield? 

M:t. VEST. There nevex has bee.n any estimate from the Treasury Depal·t
ment, except one made in an intonnal way by the Commissioner of Internal 
Revenue as. to the result of the tax upoacorpora.tioll8'. 

:r wlli say very frankly to the Senator from Ohio, that the general. estimate 
has been at $30,000,000, but Lha.-ve never been able to find any reliable- data 
~~i::l;~rg ~!~e an estimate, and I do not thinkanybodyknows·or-can state 

I admire the frankness of the Senator from Missouri, but 
what a basis: this is on which to frame a billl Nobody knows 
what income is going to be produced. 

Mr. ALDRICH. Will the Senator from New York allow me? 
Mr. HILL. Certainly. 
1\-Ir. ALDRICH. It must have been extremely difficult for 

the Senator from Missouri or any other Senator to have made 
an estimate n.t any particular time as to the revenue to be de
rived from this tax, because the terms of the bill have been 
changed very frequently. The amendments which were offered 
very recently by the committee changed the revenue to be de
rived from the income tax very greatly. For instance, take the 
tax upon corporations~ The tax upon corporations in the orig
inal Vest amendment, so calle~ would have been at least ten 
times as great as it is in the amendment as it now stands. 

So, until the Senate shall determine to aome extent at least 
what the provision of the income~bx part of the bill is-to be, I 
think no intellige-nt estimate can be made n.s to the revenue. It 
may be $3,000,000, andit may be $50,000,000. r think, as it came 
from the House- of Representative.S_, tharevenue would have baen 
nearer $50,000,000 than $30,000,000, and I am not sure but that 
as it stands now $30,000,000 would be a fair estimate of the reve
nue. But the terms of these various sections are so uncertain 
and indefinite that it i&entirely impossible for any man, whether 
he be an. expert or not, to make an estimate oi its effect upon 
the re-venues. 

Mr. HILL. I know· the difficulties which any-expert mlli!t en
counter, yet I think that by taking the censusreturnsof wealth! 
and the House bill as it was presente<l here, or the S-enate bii 
in substantially the shape in which it was originally reported, 
it would have been possible to have produced some estimate 
where by we might have had some· reasonably accurate informa
tion as to what we were doing. But now we are going it blind. 
It is conceded that we are. We. are putting in not only an in
come tax without knowing what it will produce, but in addition 
to an income- tax we· are now gutting in. an inheritance and gift 
tax. 

Mr. VEST. Will the Senator from. New Y"ork answer m_e_ a 
question.? 

Mr. HILL. Yes. 
Mr. VEST. I understand the Senator now to be attacking 

the committee because they are not a.ble--
M r. HILL. I am not attacking the committ-ee. 
Mr. VES-T. Attacking the bill1 then. There is no cll.oice lie

tween the words. 
Mr-. HILL. I am making suggestions in regard to it. 
Mr. VEST. The Senator. is antagonizing the measure upon 

the ground that there is- no estimate of thea.mountof reven.ue to 
be derived. Now, if I am not mis-taken, here is a succession and 
inheritance bill, sent me by the chairman of the Ways and 
Mean& Committee, which I think was drawn by the Senator 
from New Yor-k. [Exhibiting.l 

Mr. HILL (examining). I do ru>t know where this bill came 
~om. . 
Mr~ VEST. I have understood-the Senator is entitle<l to 

have the question put frankly-that he is the author of the bill; 
that he could not introduce it in the Senate on account- of the 
constitutional provision as to raising taxes-1 and it was sent by 
him to the Ways and Mea-ns Committee. I propose to ask him 
whether that is his bill? 

Mr. HILL. It is a printad bill. It is not in my handwriting. 
I can not identify it. 

Mr. VEST. The Senator can look at it and see whethec the 
provisions in it were in the-- bill he drew. 

Mr. HILL. I will answer the question in just a moment. 
When the tariff bill was first proposed and an income tax was 
suggested as a part of it, certain. members- of Congress, whose 
names I need not give, talked with me in. regard to the. income 
tax.;- and they suggested why would it not be proper to have 
such a tax as exists in the State of New York. I neither con
curred in the propriety oi that suggestio~ nor did I oppose it. 
They asked_ me whether I was familiar with this subject, and I 
said that I was; that I had been interested in some very large 
litigations in the State- ef New York growing out of this ques
tion, which arose subsequent to my ceasing to be the chief ex
ecutive of the State of New Y01•k. 

I was entirely familiar with it. I was asked to prepare a bill 
for the taxation of collateral inherita"Q.ces, which I did. r never 
introduced the bill; I never intended to introduce the. bill'. I 
could not, in foot. introduce it. in the Senate, but at the personal 
request of the chairman of the Ways and Means Committee I 
gave him a bill, which. was drawn.after consultation. with a. dis
tinguished lawyer of the city oi New Yor.k. with whom I was 
associated in a somawhatfamouslitig.ation. In just so far, and 
so far alone, I was in part responsible for some bill which was 
passed. over to the Ways and Me-ans Cmnmittee. 

Allow me further to say that it was intended as a. substitute 
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for the income-tax· provision and not aS' a part· of it~ ~ut' the
Committee. on Ways an.d: Means ·seemed.tograbboth. the mcome 

• tax..and. then this tax, to.o, and made provision for both of them. 
1 have never desired the General Government·to pass either oi 
these bills; but r was. willing so far as r could, to assist the 
Waysrand Means Committee, or certain.othermembers of Con
gress who first spoke to me about it; Wheth·er the Ways. and 
Means Committee have incorporated it in here I am not pre
pa1'ed to say. I have. thus answered the Senator's.question very 
frankly; . .. 

I do not propose· now-to make..a; mot10n to tax real estate; or 
rather the devolution: at. real estate, which is the-term used by 
the Supreme-Court of the United States; · but !.do desire to call 
attention-to_ the fact that the committee have omitted by the 
bill to tax real estate at all, directly or indirectly. They have 
framed a bill whereby the-same property-is taxed. that the States 
them.selveS'-tax, ami. thereby there-will be double t·axation. 

Th-e firstm.otion·which I desire to make is ~ to strike· out the 
words at the bottom.'of· png_e 171~ in: s.ection:5.5, line..25.: 

Moneyand'th.e value· or "a.ll.persona-IJ property- acqp.ired.by ·giftl or: inherit 
a nee: 

,distinction I carr on: this- joint proposition of. the Senator from 
Missouri and myself, r shall be· obliged to admit that the Senar 
tor from New York in his-contention has the Supreme Court of the 
United States on hie: side. I do not know whether a little matter 
of that kind will trouble the Senator from Missouri or not. It 
does not trouble me a great deal as a matter of original opinion; 
and yet I suppose· we should be obliged to submit, ir the · bill be
comes a law, to a like decision which might be made by the Su
preme Court of the United..State.s. if the Supreme Court should 
adh.era to the deeision..formerly rendered. 

In the act of 1864-there is included, not as an income tax~ 
proper~ not in the body-of the income-tax portions of the act, but 
as a separate· part of the act, .a tax upon the succes~on to ner- _ 
sonaL property and a · tax. upon the sucrcession to real estate· 
and the same rates of taxation a:re fixed. upon a lineal descent, , 
as fromfa.th:e.r ·to son, 1 per cent on the value; where the de
scent is~ through.. a brother, 2 per cent, and 4 per cent, 5 per 
cent, and 6 per-c.ent on.nifferent kinds of inheritances. There' 
is also a similar rate of imposition upon. the succession to real 
estate 1 as the.Senato.r from New York.has stated; the succession 
is terme.d._a devolution: 

The term succession shall denote the devolutio.n_o! title.. to any-real es, 
Tliis:motian:do.es:-·rrot:in:volve· now-auyqu.e"stiorr, constitutional. tate-

or otherwise, relating to real estate. It involves" simply the. As::- .C mrderstand the" Serratorfrom-.New·York, the Supreme· 
question of the:. propriety of·keeping.in .the bill,-which provides, , Court in-sustaining a war t!l.X held. that taxin-g the devolution·of 
:fil-.st-;. for' a... tariff t ~ second, for an.. income tax, the: pr.ovision""' :real estate was-not 1:.axing: real .e.s.ta.te: within· the. meaning-of any 
for:-a gift.o:nihher.itanne tax. That this~ p_or.tion of' the: bill-w:ill supposed:..p:rohibition oi:a .tarupon real estate, a..direet tax, un
realize a large amount of mone~ there can be no doub~. It.is:a ,less· it was-mad·a- in n.roportion to. the·pup.ulation of the United. 
2 .per cent· tax:. Nearly~ ali..olthe · S:ta.t.es ·whiolr. have this sort of :s:ta:teffi Upon:. tha.1Jg_round.it:doe-.s. .appear that. the succession·to 
taxation alread~ tax- th.e. same: class: _of ~· prope:r.ty 5 :ger: cent . . reaEes.tate ol~ -th:e: d~:;volutton- of" r.eal es.tate· was taxed in: the act· 
This will mEtke. 7:per.:cen.t:ta;xation,_.a .. 1:i.nrden ~which· th.e:-estates. of 1864, and the constitutionality of that tax was aifirmed by the. 
cmi:.IIO.t'"very-well.bear.: · Supr.em-e--Gourt o.t tlre..United StateS: .. 

As-r.sai.d-~moment:ag:o, ret ·y~: incm:ne: tax:b.a~ kept.:. distinct· : So \Ve.stand.her.a·tu'·day:in:this-cmrdition-, that contl:'al·yto· the 
an.d:separata-. r se.e. no: ne-cessity fn-r.ad.ding:..an inli.el'itance and. opinion:.ol the:Senator from. :Miss.o.uri'and: mys-elf~ sO' far as . the. 
gi:fr.:ta....""'{.·ta .. the:pro-visions;for-arriireome-tax; .. .b.ecause; ashas"been· Supreme-" C.O.urt of; tha Ui:ri.red. States.. is concerne(ll, thei'e· m:ay 
well said, it is-not:.an.income fu_ the_ proper. acceptati-on: of · the be a co-nsti tu tionar inheri ta:nce-' tax upon real estate. as· well a.s a 
term: .M-gift-:ciS::a:- mattel' ·of.go.od.fo.r.tun.e simply. A.man.makes· iconstitutional.inheritanoe· taL upon.. personal' property; and that 
a ! gift .. a;; lialf...d.ozen::.tim.es:. during; hill lifetime; and~ a, p_erson · ac:-- , b-eing th-e· case-.: I.cnntinue to arg:u"&;. to ·the.· Senator from-Missouri 
quirespropart~ by the~death ot:a.rela.tive:out:-very;- ftrw-times in tliat either-tliis-inlJel'ita;n.ce:tax:-ouglit· to be'stricken out"ot the 
a~lifetime; rt·is-no.tan.inc.ome. in...the propers:en-sa:of the term .. ,bill and no attem{!t..be..m.ade to inftict:an. inheritanoe. ta.'{~ a sue~ 
Sh.auld the Federal· Govel'nment·· step in and simply; tax the cession· tax, at' the·same:"time with.the.imposition..o! an:income 
cliaritia of · this.; world;.simpJy tax- the.· g~ner.ositiea· of· this ta-x, or else. that; to··be' consis-tent· and to do eq:uity, the inhe-r.it
WO:l'ld, simply tax.:.. the·· accidents- oi fortuna-, .simply, taxc what a... 'anoe tax! oug)l.t:.to. he imposed nut alone: upon. the. ilib.e'cltance: of 
pm:.ty le.a.vesil:Jy his death ire the way_: or_I!_ersenal property?· I 'persorraLproper.ty. but it· ought also •to.. bE£ imposed. upOOLtlie: suc
think not.. Bear in. min~ . then, .wa: wi.lL·h:ave doubl.e::taxatiorr.,- ;cession to real estate. 
taxatiorr . .of.the Statean.d.Fe.deral.Governm.ents · , roan not-myself see· any differ.ence- e.q¢tably-oe1we.en the.two 

I; am. maldng.nu question of the constitutional p_ower· o:t the·· ·classes of ' inheritances; If.. you tax:: the amount: of each, after 
Gim:a:cal.Go.v.ernment.to impose-this..taxnow. I'simply ·say, tha.t lyou:havectax:e.a.:- th-e two; tlie income- in future ye!Ll'&from botlr. 
affa.mattBr-of pro.priety.;aB:a matte-rof·go.od legislation, itought these classes of property wilL be· taxable. u~r-an::- iir.c.ome tar, 
no1J:to be done; I reiterate_ for the:- twentieth time that I stand an.d. the:r.e::is· no justice or equity in.taking..2:.per cent e.very yeca'l" 
here to prn.tect.the.rig_hts.of the-: States-in..th.eir proper-field. of. that an: inheritance. falls in from an, inheritance of personal 
taxation. You are taking away from the State- g.overnments · ~ wopart~ alOne. a:nd..carefully refrain: from:: taking_it·uporr an in,. 
large·· amounts· or their·~· revenues• These estate~ carr not well ~ heritan.ce- of·reaLestate.: 
pay. these: lar.ge . sums: .Let us: leave; ~O~B!'hing;-f.or · th~ Stat.e Mr. VEST: Mr. Presiden~, I .ha::va::butwsin.-giewortfto say: ill' 
governments-; Tax.the:mcom.es~ot the1r CltiZens., ta;x;th.elr bus1- r.ep_ly. to the Senator. from. New York. Aa:a matter· of: course 1 
ness if--you pH~ase·, bat' leave this- inh-eritance andgifttax: for the would no.to:ccupytha ·fl.o.or tor o. single-; second simply to convict 
action of the.State. g.overnments: the· Senator ·of" any-inc.onsistency, if there should be any, as· to· 

It seems•to me that is prnper and right,. especially. in view-or his action in. regard to this.succ.esBibn and inheritance. tax; · but~ 
the, con.s.id(wation~ that; in . m.y_ judgment, there: is.~ no· inherent 'r.am.g.lad to...be.able.. to. reanforce: the; position. of the. committee: 
justice in these taxes anyhow. I, owning. -property, pay my just in regard to. this ·q').lestion by producing here· tl:ie bill which tlie 
taxeS: upon. $10,000 wo~th..of personal property-all my life; and I Senator from New York says he prepared: at the. instance of 
de-sire simply to h.an<:J. it over to myfriend..or·any relative; r do his -colleagues in the other·Hous.e. · _ 
no.t.see the..reason wh;v.for the.:mer-e-actof the: transfer the prop- runde.rstand' the'8-enatol', in the first place-, to . doolare great 
erty,. should be taxed or · the person . should . be.. taxed, and.my :reluctance as:to·any-successinn.or inheritance· tax at all, and he: 
transferee tnen pays his. or her. propor.tion-OL the. tax after the has·gi:ven.his reasons for:that reluctance. Then, in. the. second
property reaches him or her. place:, he-·insists:that, if there is a; tax· upon. i~eri~ance, so: to: 

Mr. HARRIS-; ! .move to la;y the amendment. of the Senator speak:, or: more pro{!erly the· descen:t" and· d!stt1butwn:. of per-
from New Yorkon the-table.. sonal property, it should also be upon the· value or real. estate 

Mr: VEST~ Will the S8nntor·from. Tennessee-· permit me to ' which descends: to an heir, or is g~ven to any person. Then~ he 
make a sin.gle-.statement? ~ moveS: to· strike out that language in- the· pending: bilLwhicli 

Mr. GHANDLER. WilL the.Sena.tor fr.om.. Tennessee. permit puts the tax upon tlie value of personal property, which. comas 
me~to maka·a·single statemen.t?- by descent or·distribution·to any person. 

M"r. VEST. I ~ield to the Senator from. New-Hampshire. It is entirely-fail~ to -assum.e.-it would· be an.outrage to assume 
Mr. CHANDLER. L do· not·wish..the.. Senator from_Missouri. otherwise..-th:at .when. the S:enator from New York prepared this -

to yield.to.me but I.. wish the., Senator from Tennessee- to Y-ield bill whicli he- sent to his colleagues- in. the othm• Hou~, ami 
to.. both oi ·us. whiclt Lohtained .from_ the Ways.. and. Means Committee, he put

Mr. VEST~ The Senator.· f.ro.m.. Tennessee yieldS.; andilyield into.. it: su-ggestively at any rate-what he- considered' fair. and' 
tb= t~e BfrmL:OO:r.from. ~ewHampshire-: _ pron..er legislation! lia-~ says now, as -a: substitute for:1il?-is:·irtcome 

Mr. HARRIS. Tliesaappeals·,overwlielm:..m.e: . tax provision-: - Whether it-be a..substitute:or an or1gmal m-eas-
·Mr: CHANDLER. ]} knew they-would. I desire= to ask the ure.. doe&- not matter. I state- that as a matter. of course. h-e. 

~atar:from:. Ne.w York whether he- und.e-t~tands -the Supreme: would:not"have:suggeste.d e:v-errwhat he-denounces now-as false' 
GOurt.oi thee United sta.tes,decidecL that·.the suceessian:tax:.of .and vicio11s legislation: 
18G-t:was<lonstitutional?· . , · N-ow, this.:bilL(wh:ioh.I _p.~opose ' ~O. put in..tha ~EOORD, becau~~ 
Mr.~- I~hav:,e..heen:st>.mformoo.. . . . _ · I . say:it'reenforees.t~-epos~tuur-of:t.ii~ c.omTID~tee mrega,rd tothlil 
M ~ CHANDLER. U'that..J.&. true., , whl~shalLmake:..the.b'est" : leg.islation.} ,nuts.~a.~mhm:'i:tance and succ.ess1on· tax:::.upou:all pel"-
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sonal property or real estate of more than $5,000 in value; but the 
clam:e to which I ask attentions is as follows: 

Fir st. Where the person or persons entftled to any personal property, in
come, or beneficial mterest therein shall be the lineal issue or lineal ances
tor to the person who died seized or possessed or such property as aforesaid, 
a.t the rate of $1 for each and every hundred dollars of the clear market 
value of such personal property or interest therein; Provided, Thatrell.l es
tate passin..~ to the persons referred to in this subdivision shall be exempt 
from taxation under this act. 

In other words, the bill drawn by the Senator from New York 
exempts the real estate, although he now attacks the bill pending 
in the Senate because it does not include real estate as taxable 
when going by devise to any person whatever. 

Mr. President, this bill, which I propose to put in the RECORD, 
certainly shows what the Senator thought was good legislation 
upon this subject at that time. He says it was intended as a 
substitute for the provisions of the pending bill, and it contains 
subst:mtially, if not identically, the same provision of which 
such great and strenuous complaint is now being made. 

The bill referred to is as follows: 
An act to impose a collateral inheritance, legacy, or succession tax. 

Be it enacted by the Senate and House of Representatives oj the United States 
of ..dme1·ica in Congress aspembled, That after the passage or this act :tll prop
erty, real and personal, whatsoever, which shall pass by will or by the inter
state laws of any State or Territory from any person who shall die seized or 
possessed of the same, or any interest therein or income therefrom which 
shall be transferred by deed, grant, bargain, sale, or gift made or intended 
to take effect in possession or enjoyment after the death or the grantor or 
bargainer, to any person or persons, or to any body politic or corporate, in 
trust or otherwise, or by reason whereof any person or body politic or cor
porate shall become beneficially entitled in possession or expectancy to any 
property or to the income thereof (where the whole or such property shall 
exceed the sum of $5,000 in fair market value) shall be, and hereby is, sub
ject to a tax or duty, to be paid to the United States as follows, that is to 
say: 

l<'irst. Where the person or parsons entitled to any personal property, in
come, or beneficial interest therein shall be the lineal issue or lineal ancestor 
to the person who died seized or possessed or such property as a.foresaid, at 
the rate of $1 for each and every hundred dollars of the clea:~: market value 
of such :personal property or interest therein: Provided, That real estate 
passing to the persons referred to in this subdivision shall be exempt from 
taxation under this act. 

Second. Where the person or persons entitled to any property, real or 
versonal, or to any beneficial interest therein, shall be the brother or sister 
of the person who died seized or possessed, as aforesaid, or a descendant 
of such brother or sister, at the rate of Z2 for each and every hundred dol
lars of the clear market value of such property or interest. 

Third. Where the person or persons entitled to any real or personal prop
erty or to any benetlcial interest therein shall be a brother or sister of the 
father or mother, or a descendant of a brother or sister of the father or 
mother, or the person who died seized or possessed, as aforesaid, at the rate 
of U for each of every bunQ.red dollars of the clear market value of such 
property or interest. . 

Fourth. Where the person or persons entitled to any real or personal prop· 
erty or to any beneficial interest therein shall be a brother or f\ister of the 
grandfather or grandmother, or a decendant of a brother or sister of the 
grandfather or grandmother, of the person who diea seized or possessed, as 
aforesaid, at the rate of 15 for each and every hundred dollars of the clear 
market value or such property or interest. 

Fitth. Where the person or persons entitled to any property real or per
sonal or to any beneficial interest therein shall be in any other degree of 
collateral consanguinity than is hereinbefore stated, or shall be a stranger 
1n blood to the person who died seized or possessed, as aforesaid, or shall be 
a body p0litic or corporate, at the rate of $10 for each and every hundred 
dollars of the clear market value of such property or interest: 

Provided, That all property real or personal or any interest therein pass· 
tng by will, or by the laws of any State or Territory, or by deed, grant, bar
gain, and sale, or other conveyance, to husband or wife or the person who 
died seized or possessed, as aforesaid, shall be exempt from tax or duty, 
liDless such interest shall exceed the clear market value of IB50,000, in Which 
ca&e the excess only over and above that sum shall be liable to taxation at 
the rate of $1 for each and every $100 of the clear market value of such excess: 

Provided further, That any personal property or le~acy or interest therein 
pnssing, as aforesaid, to a minor child of the person who died possessed, as 
aforesaid, shall be exempt from taxation under this section, unless such 
property, legacy, orint,t,rest therein shall exceed the sum of $10,000, in which 
case the excess only above that sum shall be liable to such taxation at the 
rate of $1 for each and every $100 of the clear market value of such excess. 
The word "child" or "children" shall also include a child or children 
adopted as such, by the person who died seized or possessed, under and pur
suant to the laws of any State or Territory; and the words "person" or 
"persons" in this act shall also include any body politic or corporate, or
ganized under the laws of the United States or under t~e laws of any State, 
'l'erritory, or foreign state or power. 

SEc. 2. If a testator bequeathes or devises property to one or more execu
tors or trust~es in lieu of their lawful commissions or allowances, or makes 
them his legatees to an amount exceeding the commissions or allowances 
prescribed by law for an executor or trustee, the excess in value of the prop
erty so bequeathed or devised, above the amount of commissions or allow
ances prescribed by law in similar cases, shall be taxable under this act. 

SEC. 3. And be itj urther enacted, That the tax or duty aforesaid shall be due 
and payable whenever the party interested in such property, real or personal, 
shall become entitled to the possession or enjoyment thereof, or to the bene
ficial interest in the profits accruing therefrom, and the same shall be a. lien 
and charge upon the property of every person who may die seized or pos
sessed thereof, as aforesaid, tor ten years, or until the same shall, within 
that pe1iod, be fully paid to and discharged by the United States. It shall 
be the duty of every administrator, executor, or trustee having in charge or 
trust any property, real or personal, or interest therein, as aforesaid, to give 
notice thereof, in writing, to the collector or deputy collector of int.ernal 
revenue of the district where the deceased testator, intestate, grantor, or 
bargainer last resided, within thirty days after he shall ha.ve taken charge 
of such trust, property, or il;lterest. 

SEc. 4. Every executor, administrator, or trustee shall be personally 
11ab!e !or said tax until the same is paid, and betore payment or distribu
tion to the heirs, legatees, devisees, or any parties entitled to said property 
or any beneficial interest therein, such executor, administrator, or trustee 
thall pay to the collector or deputy collector or the district of which the 

deceased was a resident the amount of tax or duty assessed upon such 
property, and shall also make and render to the said collector or deputy 
collector of internal revenue of said district a schedule, list, or statement 
of the amount and character of such property, together with the amount 
of duty which has accrued, or shall accrue-t thereon, verified by his oath or 
atlirmation, to be administered and certined thereon by some magistrate 
or otlicer having lawful power to administer such oaths, in such form and 
manner as may be prescribed by the Commissioner of Internal Revenue. 

SEc. 5. The schedule, list, or statement referred to in section 4 shall con
tain the names of each and every person entitled to any beneficial interests 
therein, together with the clear market value of such interest; and upon 
such payment and delivery of such schedule, list, or statement said col
lector or deputy collector shall make out and deliver to such persons paying 
such duty or tax a receipt or receipts for the same, which shall be prepared 
as hereinafter provided. Such receipt orreceipts,duly signed and delivered 
by such collector or deputy collector, shall be sufficient evidence to entitle 
such executor, administrator, or trustee to be credited and allowed such 
payment by every tribunal which, by the laws of any State or Territory, is 
or may be empowered to decide upon and settle the accounts of executors, 
administrators, and trustees. 

SEC. 6. In case such executor, administrator, or trustee shall refuse or neg
lect to pay the aforesaid duty or tax to the collector or deputy collector as 
aforesaid, within the time hereinbefore provided, or shall neglect or refuse 
to deliver to said collector or deputy collector the schedule, list, or state
ment of such property, real or personal, under oath, a3 aforesaid, or shall 
deliver to said collector or deputy collector a false schedule or statement ot 
such property, or give the names and relationship of the person entitl'3d to 
beneficial interest therein untruly, or shall not truly and correctly set forth 
and state therein the clear market value of such property or interest, and in 
case of willful neglect, r~al, or false statement by such executor, adminis
trator. or trustee, as aforclsaid, he shall be liable to a penalty of not exceed
ing $1,000, to be recovered with costs of suit. 

SEc. 7. Any executor, administrator, or trustee on paying said tax to the 
collector or deputy collector within sixty days from the time of the death 
of the testator, intestate, grantor, or bargainer shall receive and be enti· 
tled to a discount of 5 per cent, which shall be allowed and deducted from 
said tax. · · 

SEc. 8. Whenever the collector shall be dissatisfied with any statement, 
list, or schedule delivered to him as provided in the last section, or in case 
none shall be so delivered, or the tax shall not be duly paid, he sball com
mence appropriate proceedings, in the name Of the United States, before 
any circuit or district court of the United States, against any executor, ad
ministrator, trustee, or against such person or persons as may have the 
actual or constructive custody or possession of such property, real or per
sonal, or any part thereof, and shall subject such property or any portion 
of the same, to be sold upon the judgment or decree or such court for the 
amount of said tax and costs, and from the proceeds ot such sale the amount 
of such tax or duty, together with all costs and expenses of every description 
to be allowed by such court. shall be first paid, and the balance, if any, de
posited according to the order -of such court, to be paid under its direction 
to such person or persons as shall establish title thereto. Such decree or 
judgment shall likewise enforce the personal liability for said tax against 
any executor, administrator, or trustee. Upon the application of the col
lector or deputy collector, said circuit or district court shall, as often as and 
whenever occasion may require, appoint a competent person as appraiser to 
fix and ascertain.the tair market value, at the time of the death of said tes
tator, intestate, grantor, or bargainer, of the property of persons whose 
estates shall be subject to taxation under this act. If the property upon the 
passing of which a tax is imposed shall be an estate, income, or interest for 
a term or years, or ror life, or determinable upon any future or contingent 
event, or shall be a remainder or reversion, or other expectancy, real or 
personal, the entire property or fund by which such estate, income, or in· 
terest is supported, or of which it is a part, shall be appraised immediately 
after the death of the testator, grantor, or bargainer, or as soon thereafter 
as may be practicable, at the fair, clear, market value thereof at that time: 
Provided, however, That when such estate, income, or interest shall be ot 
such a nature that its fair and clear market value can not be ascertained at 
such a time, it shall be appraised in like manner at the time when such value 
first becomes ascertainable. 

SEc. 9. Such appraiser shall forthwith give notice by mail to all persons 
known to have an interest in the property to be appraised, including the 
collector or deputy collector, of the time and place when he will appraise 
such property. He shall at such time and place apvraise the same at Its 
fair market value, as herein prescribed; and for that purpose the saiq ap
praiser is authorized to issue subprenas to and compel the attendanl!e o! 
witnesses before him, and to take the evidence of such witnesses under oath 
concerning such property and the fair market value thereof, and he shall 
make report thereof and of such value iu writing to such court, together 
with the depositions of the witnesses examined, and such other facts in re
lation t.hereto as the court may require. 

SEc. 10. Every such appraiser shall be paid, on the cert11lcate of the clerk 
of the United Stares circuit court in the district in which said proceedings 
shall be pending, a fair and reasonable compensation not exceeding dol
lars per day, together with the actual and necessary traveling expenses and 
fees or witnesses, which sum shall be paid by the collector out or any funds 
he may have in his hands on account ot any tax imposed under the provi
sions of this act. 

SEC. 11. The report of such appraiser shall be filed with the clerk of the 
circuit or district court in which said proceeding is pending, and from said 
report and other proof before the court, after hearing the p&.rties, said court; 

~~t~xd:~~~~et~~es~:~ :;~~fa~le~11 §'i?f~~%~~garls!t:~s~~~ jt::~ft~~ 
to hear and determine all questions arising under the provisions of this act. 
Upon such determination a decree or judgment for the amount of such tax 
shall be entered and may be enforced in the manner provided in section 7 of 
this act. Any person dissatisfied with or aggrieved by any determination! 
decree, or judgment under this act, including the collector, may appea. 
therefrom ln the same manner and with the same effect as appeals are now 
taken from judgments or decrees under and pursuant to the laws of the 
United Sta.tes in civil causes, providing that said appeal shall be taken 
within thirty days after the entry in said court of said JUdgment or decree. 

SEc. 12. In any proceeding under this act, any collector is authorized to 
designate and retain such counsel as he shall deem necessary and proper to 
represent the United States therein, and to pay the expenses thereby in· 
curred out ot any funds which may be in his hands on account or this tax. 

SEc. 13. The deed or deeds, or any proper conveyance of such property, 
personal or real, or any portion thereof, so sold under such judgment or de
cree, as hereinbefore provided, executed by theolllcerlawfullycharged With 
carrying the same into e:trect, shall vest in the purchaser thereof, all the 
title of the delinquent to the property real or personal sold under and by 
virtue of such judgment or decree, and shall release every other portion of 
such property from the lien or charge thereon created by this act. 

SEc. u. Every person, or persons, body politic or corporate, who shall have 
in his or its possession, charge, or custody, any record, file or paper contain· 
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lng, or supposed to contain, any information concerning anypropertypass-
1ng from auy person who may die seized or possessed, as aforesaid, shall 
exhibit the san;J.e at the request of the collector or deputy collector of inter
ttal revenue in the district, and to any law officer of the United States, in 
the performance of his duty under this act, his deputy or agent, who may 
desire to examine the same. And it any such person having in his or its 
possession, charge, or custody a.ny such records, files, or papers shall refuse 
or neglect to exhibit the same on request, as aforesaid, he or it so refusing 
shall forfeit and pay the sum of ~500: Provid~d. that in alllega.l con trover· 
sies where such need or title shall be the subject of judicial investigation, 
the recital in said deed shall be prima facie evidence of its truth, a.nd that 
the reqliiretllents of the law had been complied with by the omcers of the 
Government. 

SEC. 15. Any tax paid under the provisions of this act shall be deducted 
by the executor, administrator, or trustee from the particular property, 
legacy, distributive share, or interest on account of which the same is 
charged. 

Mr. ~ILL. Mr. President, if the Senator from Missouri should 
come into my office and want me to draw his will and tell me 
that he wanted to give his property in a certain peculiar way, 
and wanted me to draw it that way, preserving all the legal 
forms, I would draw it that way, and I would not be held respon
sible except for the legality of the will itself. The propriety of 
the will is a matter that he would have to shoulder. So, when 
a client comes into my office and asks me to draw a lease, the 
terms of the lease are his own. I simply prepare the paper so 
that it shall be ill. terms constitutional and legal. · 

I decline to be held responsible for any bill which I drew at 
theinstance of any members of Congress simply as a matter of 
favor. It did not even embody my own views and was substan
tially a copy, so far as it could be framed,of the lawsoftheState 
of New York, with a few alterations which were sug-gested. 
That is all there was of it. The bill did not meet my assent, ex
cept I am free to say if we were to choose between the income 
tax on the one side and that bill upon the other, I would prefer 
that. That is all there is of it, Mr. President. I have intro
duced and drawn bills for other people before, and I do not pro
pose to be held responsible for their terms, exc3pt so far as the 
legality of the bills is concerned; I presume it would be consti
tutipnal and drawn in proper shape, but the merits is entirely a 
different question. 

Mr. President, the inheritance laws of New York tax personal 
property. · My present recollection is they also provide for a 
tax upon real estate where the realestategoestocollateral rela
tives. I think you will find that is the distinction. There was 
no effort here I think to provide for the collateral relatives es
pecially by a higher tax. Still there may have been. It is some 
time ago, and the precise details of the bill have, of course, 
gone out of my mind. Never at any time have I favored iden
tifying an inheritance or gift -tax proposition with an income 
tax. Take out your income tax to-day and substitute that meas
ure, and I should certainly favor the substitution of one for the 
other. I do not think that the country needs either of them, 
and I think that either of these propositions does injustice to 
the States of the Union. 

The Stateof NewYork realizes some$3,000,000 annually from 
the inheritance tax. When this question was first suggested, 
the Legislature of New York pass~d a joint resolution substan
tially unanimously protesting against any tax being imposed by 
the Federal Government upon gifts or inheritances, on the 
~round that it was invading the province of the States. I have 
m niy desk somewhere, or possibly I submitted them here, the 
joint resolutions of the Legislature of my State, by Republicans 
and Democrats alike, protesting against this tax. 

Mr. President, this tax is to be defended not because some
body at any time drew a bill in regard to it. Place that tax bill 
as a separate proposition, and it will be defended upon its mer
its or condemned for its demerits. The question is, Doyou not 
only need an income tax proper, but do you need the revenues 
which are to be derived from this inheritance and gift tax? I 
think not. I think it is wiser in framing our legislation to leave 
these revenuQs to the State governments. They will have but 
little left after this bill passes except real and personal prop
erty upon which they can impose taxation. For these reasons 
I think my motion to amend ought to prevail. 

Mr. HARRIS. I move to lay the amendment on the table. 
Mr. HILL. There will be no further debate. Will not the 

Senator allow a direct vote? 
Mr. HARRIS. H I could be sure of that, I would quite as soon 

take the question on the amendment. 
The VICE-PRESI~ENT. Does the Senator from Tennessee 

withd,raw his motion. 
Mr. HARRIS. I do not. 
Mr. HILL. I ask unanimous consent that a vote may be had 

upon the amendment now. 
Mr. HARRIS. II unanimousconsentis given. I will withdraw 

it, but not otherwise. · 
}Jr. HILL. It seems to be given. 
The VICE-PRESIDENT. Is there objection to the requestof 

the Seua.tor from New York? The Chair hears none. The 

question is on agreeing to the amendment of the Senator from 
New York. 

Mr. HILL. On that I ask for the yeas and nays. 
The yeas and nays were ordered, and the Secretary proceeded ' 

to call the roll. 
Mr. GALLINGER (when his name was called). I am paired 

with the junior Senator from Texas-[Mr. MILLS], who has been 
called from the Chamber, and I withhold my vote. I should 
vote "yea" if he were present. 

Mr. HANSBROUGH (when his name was called). I am paired 
with the junior Senator from Illinois [Mr. PALMER], and with
hold my vote. 

IY.!r. SMITH (when Mr. McPHERSON'S name was called). I 
de:nre to state that my colleague [Mr. McPS:ERSON1 is absent 
from the Senate owing to illness. He is paired with the Senator 
from Vermont [Mr. MORRILL]. 

.Mr. SM!T~ (when his name was called). I have a generalpair 
w1th the JUmor Senator from Idaho [Mr. DUBOIS], who is absent. 

The roll call was concluded. 
Mr. CALL. I transfer my pair with the Senator frq,m Massa

chusetts [Mr. L'JDGE] to the Senator from South Dakota [Mr. 
KYLE], and vote "nay." -

Mr. MITCHELL o! Oregon. I transfer my pair with the Sen-
ator from Wisconsin [Mr. VILAS] to the Senator from Nevada 
[Mr. JONES], and vote u yea." 

Mr. MORGAN. I wish to announce mv pair with the Senator 
from Pennsylvania LMr. QUAY]. -

The result was announced-yeas 26, nays 34; as follows: 

Aldrich, 
Allison, 
Chandler, 
Cullom, 
Davis, 
D~on, 
Dolph, 

Allen, 
Bate, 
Berry, 
Blackburn, 
Blanchard, 
Caffery, 
Call, 
Camden, 
Cockrell, 

Frye, 
Hale, 
Hawley. 
IDfigins, 
Hoar, 
McMillan, 

Coke, 
Daniel, 
Faulkner, 
George, 
Gibson, 
Gorman, 
Gray, 
Harris, 
Hunton, 

YEAS-26. 
Manderson, 
Mitchell, Oregon 
Patton, 
Perkins, 
Platt, 
Power, 
Proctor, 

NAYS-34. 
Irby, 
Jarvis, 
Jones, Ark. 
Lindsay1 McLaurm, 
Martin, 
Pa.sco, 
Petrer, 
Pugh, 

NOT VOTING-25. 
Brice, Hansbrough, Morgan, 
Butler, Jones. Nev. Morrill, 
Cameron, Kyle, Murphy, 
Carey, Lodge, Palmer; . 
Dubois, McPherson. Pettigrew, 
Gallinger, Mills, · Quay, 
Gordon, Mitchell, Wis. Smith, 

So the amendment was rejected. 
SENATORS FROM LOIDSIANA. 

Sherman, 
Shoup, 
Squire, 
Teller. 
Washburn. 

Ransom, 
Roach, 
Turpie, 
Vest, 
Voorhees, 
Walsh, 
White. 

Stewart, 
Vilas, 
Wilson, 
Wolcott. 

Mr. BLANCHARD. Mr. President, I rise to a question of 
high privilege. I present the credentials of Bon. DONELSON 
CAFFERY, elected a Senator from the State of Louisiana by the_ 
General Assembly of that State now in session, for the unex
pired term of the lat9 Hon. Randall L. Gibson, ending March 
3, 1895. I ask that the credentials may be read and that the 
Senator-elect be sworn in. 

The credentials were read, a.nd ordered to be filed. 
Mr. CAFFERY. Mr. President, I rise to a question of priv

ilege. I pr.esen t the creden tialsof Ron. NEWTON C. BLANCHARD, 
elected by the Le2'islature of Louisiana a Senator from that 
State to fill the vacancy occasioned by the resignation of Bon. 
E. D. White, in the term ending March 3, 1897. I ask that the 
credentials be read. 

The credentials were read and ordered to be filed. 
The VICE-PRESIDENT. The $enators-elect will please 

come forward and receive the oath of offi.c;:e. 
Mr. HOAR. I understand the paper which was last read was 

presented by Mr. CAFFERY of LouiSiana, whose term of office 
under the appointment of the governor had expired as soon as 
the Senate was lawfully notified of the action of the State Leg
~slature. So I suppose the gentleman who presented the paper 
IS not now a member o! the Senate. However, I am disposed to 
waive the objection in consequence of my high personal respect 
for the Senator-elect. 

Mr. CAFFERY and Mr. BLANCHARD were escorted to the Vice
President's desk by Mr. PAsco and Mr. CAMDEN, and the oath 
prescribed by law having been administet·ed to them thev took 
their seats in the Senate. · 

VENTILATION OF SEN .ATE CHAMBER. 
Mr. HALE. Mr. President, I wish to call the attention of 

Senators to the most intol-erable condition this Cham be:- has 
been in during tlie day 1from the intense heat in the ·room. 

.--=1 
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!I'hero has been a good breeze out of doors all the afternoon. 
1ft has penetrated the corridors; they are cool and comfortable; 
~but no matter what beneficent influences reign outsid~, none oi 
them ever get into this Chamber. Somebody is at fault; I do 
tnot know who, but somebody, and the Senate ought to find out 
rwho it is. 

• · I have hn.d some experience and some service in. this Cham
ber~and I have never before known the distressing conditions 
which have prevailed at the present session. There is gross care
lessn.ess and a wanton disregard. of the health of everyone in 
tbis: Chamber at the hands of somebody who is responsible. 
Without saying anything further, having called attention to 
what I know must have oecupied the mind. of almost every other 
Senator, I leave the matter there, trusting that it will be looked 
into. We are entitled to some system by which we may obtain 
some g&od fresh air in this Chamber and we !lo not get it. 

THE REVENUE IDLL. 

The Senate, as in Committee of the Whole, resumed. the con
sideration o1 the bill (H. R~ 4864) to reduce taxation, to provide 
revenue for-the Gove-rnment, and for otherpurposes. 

The VICE-PRESIDENT. The reading of the bill will be pro
ceeded with. 

Jl.[r. McLAURIN. Last Saturdaytherewaretwo.amendments 
to the bill under consideration and adopte·d by the Senate, and 
as this iS' the last day on which a motio.n to reconsider can be. 
entered, I desire to enter a motion to reconsider in each case. 
I do not desrra-th.at the-motion shall be. pas~e.d upon now by the 
Senate, because I do not wish to delay the reading of tlie bill, 
but I should like at this time to enter a motion to reconsider 
and have it· acted on. at the ~nd of the reading of the bill. The
first is a motion. to reconsider the action of the. Senate whereby· 
the amendment was agreed ta in line 13, page. L72, by in3al~tin:g' 
after the words" United States" the words ''not including tlre 
judges of the courts of the United States, butA,.-

The next is a motion to reconsider the action of the Senate 
whereby it inaBrted in line 13, seetion 55, the follwing words, to 
wit: 

Not including- the salary of tfi9 Ptasident or "the United. States and the 
judges of the courts of the United Stat.es, but. 

I desire to enter these motions:. 
Mr. HILL. Will the Senator' from Mississiwi allow me a. 

moment? 
Mr. McLAURIN. Certainly. 
Mr. HILL. Ail far as the motion to reaonsider the amend-

ment exceptirwr the President's salary is cunce-rrred, I desire to 
know whether the Senator voted in the affirmati-ve? 

Mr. McLAURIN. I will state candidly that I did not vote in 
the affirmative in either case, but as the yeas and nays were not 
taken, I have understood it to be the rule of all deliberative 
bodies (certainly in all deliberative bodies of which I have1>een 
a member) that that req_uirement does not apply. I am glad to 
say that I did not vote in the affirmative in either case. 

Mr. HILL. It might bB impossible toasc·ertrun it the Senator
stoo-d upon his question of privilege and declined to answer as 
to whether he ha;d or had not supported th.e affirmativ~ or pre
vailing side, but the Senator frankly acknowledges tha-t he voted 
against both mnendments. I therefore raise the point oi order 
that the motion to reconsider can not be entertained a.t this time. 
The Senator himself has no power to make the motion. 

Mr. MoLAURIN. Aftermyfrankavowal that I votedagainst 
the amendments? I suppose inany case a Sen~tor wouldirnnkly 
avow his vote when he made a mot.ian:to reconsider. · 

~fr'. HILL. Very well. I was going to suggest to tb:e Sena
tor, it is not a matter of very much consequence, because when 
the bill gets into the Senate those amendments can be reserved 
for a separate vote. 

Mr. McLAURIN. I understand that, bu-t.I pr13fer to.raise the 
question by a motion to reconsider for reasons that r do notfeel 
it necessary to give. 

As I was saying, any Senator will a-vow his vote on any mo
tion to reconsider, but it has been the rule of an deliberative 
bodies of which I have any knowledg.e that the question cannot 
be raised and is never -raised where there was- no re·cm·d of the 
vote by yeas and nays. I do not think the point of 01•der is well 
taken. I prefer to raise the question: in this way. If the point 
of' order is well taken I shall raise it in another· way. 

Mv. HILL. The Senator prefer3 to resort to the technical 
wg;y, and of course he must be governed and adjudged by te.ch
nicalities. I submit the question to the Sl;}nate th"at-where a 
Senator acknowledges that he· voted against a prevailing
amendment he has no right to move to reconsider. 

Mr. McLAURIN. I did not state that I preferred to raise 
the question. in a technical way. I stated tha;t I preferred to 
raise it in this way, by a motion to reconsider-. 

Mr. ALDRICH. I rise to a question: of order. 

• ' 'd -1. ' 

The VICE-PRESIDENT. The Sena\& from Rhoda ts and 
will s-tate his point of order-. 

Mr. ALDRICH. By the unanimous consent a.greemen t undet' 
which we areprocee!ling the paragraphs and sections of the bill 
are to be taken up in their order, and certainly it· is not in order 
for a Senator to move to reconsider a question which was acteq. 
upon at any time in the past. If that were the case there would 
be no end to this discussion; we would have questions of recon
sideration. pending all the time. I suggest to the Senator from 
Tennessee that this metho:i of procedure would destroy abso· 
lutely the unanimous consent agreement u.pon which we are 
proceeding. 

Mr. McLAURIN. If there is a unanimous consent agreement 
of that kind I shall not enter the motion, because I would be 
not o?ly unwilling, but I would absolutely decline to violate any 
unanimous agreement that had been made by the Senate. If 
there is an. agreement of that kind I was not aware of it. 

Mr. HARRIS. There was· a unanimous consent n.greemcnt 
thart the billshould be read by paragraphs and. the co.mmittee 
amendments !lis.posed of first; that alter that such amendments 
as Senatol!S chose to offer should be r:eceived~ and that we sho.uld 
proceed in that 01~der. I did not hca.r the motion or sugges
tion of the Senator from Missis!fi.ppi; out the Senator can avail 
himselfoihis·opportunity hereafter, which will be.. just as ample 
as now. I hope he will not insist on. going back to n. part o.f 
the bill which has oeen passed upnn as in Cnmmittee of the 
Whole. 

Mr. M'cLAURIN. I ask the Senator: from Tennessee if the 
unanimous CQnsent agreement included an agreement not to 
enter any motions to reconsider. Ls that his understanding of 
the agreement? 
Mi~ H'ARRIS. My understanding of it is that wa shall pro

ceed irr.reg.ular order, reading paragraph after paragraph, and 
disposing· ot the committee amendments first and then such 
amendments· as may be oiiered by Senato-rs. 

Ml.·. McLAURI~. I dld not askfor the consideration of- the 
motions to reconsider at this time. r merely wished to oll tet· 
the. motions. 

Mr. HARRIS. The effect o.f going bn.ck to some past vote 
and asking to reconsider it no.w I tMnk is hardly in keeping:_ 
with the spirit and intent and purpose- of the agreement that 
was made at the beginning.. 

·Mr. McLAURIN. It that is the spirit o.f the unanim.ClUS con
sent agreement, I withdraw the motions to reconsider. 

Mr<. HILL. I move to amend section 55", on. page L721• the sec
ond line, by inserting, after the word" whatever,!' the words-: 

Excopt rents from real estate. 
Ar. President, I des-ir-e to say a few words upon this most im

portant amendment. In the first place, L de~ire to ask the 
distinguished.Senator frnm Missouri whethe.r it is intended: that· 
rents from real estate shall be taxed under the provisions-of the 
bill? 

Mr. VEST. Unquestionably. Thereis a; speci.fi.c pvovisionin. 
thabill to thateffect. 

Mr. HILL. Where? 
Mr. VEST~ On page 170: 

Whellier said ga.ins, profl:ts, or· income be: derived from any kind -OC nrop
erty, r.ants, interest7, dividends, or salaries. 

Mr. RILL. '11his brings up the q_uestion as- to '7hether the 
method of taxation proposed by the· terms of the bill is constitu
tionalor not. A few moments ago it was said that real estate 
proper could not be taxed under an income tar, that if I'e.al esta.te 
is desired to be taxed it can only be done under a tax levied upon 
the res-pective States in proportion to their population, as r:e
quired hy the Constitution of the United States. 

The point was suggested the other day that it real estate per 
se could not be taxed, the rental therefrom could not be taxed. 
I submit t0 the consideration of the Se-nate-thata.tax upon rent
alS:of real estate is· a tax oi the use of real estate, that it is in. 
substance a tax. upon land, and is therefore. within the prohibi
tion of the Constitution. 

This presents an entirely different question from that em
braced in other portions of this section, whereby any i'ncollla 
tax must be paid upon articles raised on the real estate-. That.. 
must. proceed upon the principle that the articles whiah are 
raised upon the real estate by being severed from the land be
come personal property and not a part and pa:r.cel of the l""ea1 
estate, and that it is to some extent immaterial where the ar
ticles were raised, so long as they belong to the party sough ~to 
be taxed. I am nut. cl~r that you ha-ve a righ.t everr to tax 
what is raised from real estate, the productions of real estate. 
I h.a.ve, however, not. seen...fit to raise that question, but prefer 
to raise the clean, neat, legal question, whether you C!lll tax the 
r-enhl of real estate. 

Mr.; President, I need not reiterate th-e well-understood doc
trimr that the General.. Gol7ernmen.t· can not do indirectly wha.t 
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it can not do directly. A few moments ago the Senator from 
Missouri and the Senator from New Hampshire were disposed 
to acquiesce in the suggestion that real estate could not be in
cluded in a succession tax, because it was real estate, and al
though there was no tax per ge upon real estate, yet there was a 
tax upo:rf its transfer, which was virtually a tax upon real estate. 
I should ha.ve been prepared to say that their reasoning was 
sound and that they were right except for the fact that the Su
preme Court of the United States had decided expressly the very 
point involved, and of course we must bow with all due respect 
to that decision. 

But as an original pro-position, I would be prepared to say that 
I think their position was the correct one, that it was virtually 
a tax upon real estate, and simply saying that it was a tax upon 
the transfer was an evasion of the real question involved. 

But acquiescing in the decision of the Supreme Court, we are 
now presented with another question. Real estate can not be 
taxed diF.ectly by the General Government except upon a basis
of population . Therefore a citizen awning some real estate, not 
using it himself, rents that property out. He derives not a cer
tain proportion ol its p:roduction~ That would raise the other 
question. But he receives ce'l'tain money rent; he receives cer
tain sums for the use of that real estate. 

Taxation of the use of real estate is taxation upon .. real estaie. 
It is impossible to draw a. distinction between the two. It seems 
tame this brings up the general question suggested eo well and 
ably by the Senator from Massachusetts a few days ago. The 
rents oi real estate issuing out of the land for money purpases 
being a part of the land, considered in soma respeets as personal 
property, in other respects in law regarded aa reaity, it strikes 
me are just as mnch protected as the real estate itself. The 
owner, lnstead of occupying it himself., leases out his:property. 
The income that is derived from it arises out of the re!Uesta.te. 
·If the principal isexempt, the inte·estslwuld baexempt. 

You. beard the argumen.t made hare the other day. I da not 
say that I entirely concurred in it.. I simply sugge::~ted it, 
knowingwhat;points wotilil arise lated:n the discussion. lithe 
oonds of the Gove~nmen.t were simply themsclves exempt, it 
was argued here- with great iorce that whether the statute said 
that the i.n.f:.erest should b3 exempt ar not, the interest should 
be exempt upon the ground that it was so connected with the 
prineipal and so identified with it that the interest was to be 
exempted as a part of it. 

I invoke that same argument,. made llere by several distin
guished Sena.tors 7 upon this point, and insist that the interest,. 
or use, or rentals of r.eal estate (and my amendmen.t confines it 
to the single point of rentals) are exemJ}t provided. the real es
tate itself is exempt. This question is easily snlYed.. Starting 
out with the position clear and distinct that the real estate can 
not be bxed directly, then that portion of the rents received 
from the real estate must. be exmrrpt also-. . 

Mr. President, I do not propose to detain the- Senate:with any 
lengthy discussion of this question~ It is a. legal question. If 
we pursue the course suggested by the Senator from Kentucky, 
that we should leave ail these constitutional questions to the 
court, then of course there should not be substantially any ex
emption. But it seems to me that the rentals oi real estate 
should be treated upon the same plane and the same basis- as 
real estate it~eU. While the States have the exclusive power 
to tax real estate, except under a particular form of taxation 
which is not this, the rentals should also go with that real es
tate llJld be entitled to the same privileges and the same exemp
tions. 

I trust I have made myself clear on the point w]).ich I desired 
to make, and that is., of cou...-rse:, all I desire to do in the prem
ises. 

The PRESIDING OFFICER (Mr. MARTIN in the chair). The 
q~estion is on the amendment of the Senator from New York 
[M.r. HILL]. 

Mr. HARRIS. If we can come to a vote upon the amendment 
without further debate, let the vote be taken. I ~os.e to move 
to lay the amendment on the table. 

Mr. HILL. I do not sea that anyone desir-es to debate the 
question. 

Mr. HARRIS. If we can come to a vote I shall not move to 
lay the amendment on the table. 

Mr. HILL. I simply call for the yeas and nays on the. amend
ment. 

The yeas and nays were ordered; and the Secretary proceeded 
to call the roll. 

Mr. GALLINGER (when his name was called)~ I annaunce 
my pair with the junior Senato-.r from Texas (Mr. MILLs]. If 
he were present I should vote'' yea~" 

Mr.. MITCHELL of Oregon (when his name was called). I 
tt-ansfer my pair with tlie Senator from Wisc011sin [Mr. VILAS] 
to the Senator from Neva.da.(Mr. JoNES}. I vote '~nay."' 

Mr. MITCHELL of Wisconsin (when his name ~called}. I 
have a general pair with the Senator from Wyoming [Mr. 
CAREY], but I have reserved the right to vote to make a quo
rum. If there is not a quorum voting-, I vote '' nay." 

Mr. PUGH (when Mr. MORGAN'S n"Pume was called). My col
league [Mr. MORGAN] is paired with the Senator from Pennsyl
vania [Mr. QUAY]. Both Senators are absent. 

The roll call was concluded. · 
Mr. CALL. I transfer my pair with the Senator from Massa; 

chusetts [Mr. LODGE] to the Senator from South Dnkota [Mr. 
KYLE], and vote " nay." 

Mr. GORDON. The Senator from Washington [Mr. SQumE] 
is paired,with the Senator from Virginia [M.r. D.iliiEL]. I trans
fer my pair with the Senator from Iowa [Mr. WILSON] to the 
Senator from Virginia (Mr. DANIELJ, I vote" nay." 

1ir. SQUIRE. I vote."' nay." 
Mr. WIDTE (after having voted in the~egative). I observe 

that the Senator from Idaho (M:r. SHOUP] is nnt present; and I 
therefore withdraw my vote. 

Mr. ALLEN~ I desire to state that the Senator from South 
Dakota [Mr. KYLE} is necessarily det:rlned h•om the Chamber 
to-day. He is paired with. the Senatorfrom Massachusetts [Mr. 
LonGE}. 

Mr. GEORGE (after having· voted in the negative}. I inquire 
if the Sena.-tor from Oregon [Mr~ DOLPH] has voted? 

The PRESIDING OFFICER. The Sena.to.r from Oregon has 
not voted. 

MJ.·. GEORGE. I withdraw my vote. 
The ~e1>ult waa allllou.nced-yeas 19t nays 36.; as fullow3~ -

YEAS-!!). 

Aldrich,. Dixon, Hoar. 
AIIilroll, Frye, <icMiilan, 
Chandler, Hale, Mandtn"8on._ 
Oullom, Hawley, Patton. 
Davts, Hill, Pe1·kins. 

NAYS-39'. 

Allen, Coke,. Jm"Vllf; 
Bate, F~u.lkner, .Tones. Ark. 
Berry. Gibson, Linds~ 
Blackburn, Gordon,. McLaurin, 
Blanchalrd, Gol."lllan, Martin, 
Ca.!fery', Gray, Mltehell. Oregon. 
Call, Ha.:n:is, :mtchell,. Wis. 
Camden, Hunton, Pasco, 
Coc:kreU, Irl>y, Petrer. 

NOT VOTING-30. 
Brice, George, MorgaiL'-
Butlm;. Hansbrough, Morrlll, 
Cameron, Higgtns, Murphy._ 
Ca.rey, .Tones, Nev. Pal:mel'; 
Dante!, K.yle, Qnay. 
Dolph, Lodge, Ransom, 
Dubois, McPherson, Sherman. 
Gallinget:, Mills, Shoup, 

Platt, 
Power, 
P-roctor. 
Washbu.m.. 

Pettigrew. 
Pugh,. 
Bo.acb, 
Squire, 
Teller, 
Turpie, 
Vesli, 
Voorhooil, 
Walsh. 

Smith. 
Stewart, 
vnas, 
Wbite. 
Wilson, 
Wolcott. 

So the amendment was rejeeted. 
The PRESIDING OFFICER. The Secretary will read the 

next section. 
Mr. ALLISON. What-has become of all theamen.dmentsfol

lowing in section 55? . Ha.ve they all been agreed to? 
The PRESIDING OFFICER. Tb.e Chair is advised that all 

have been agreed to, except the praviso at the end of the sec
tion, which was temporarily passed over. · 

.Mr: ALLISON. Does the Chait .. state that all the other com
mittee amendments have been agreed to in section 55? 

The PRESIDING OFFICER. The Chair is so advised. 
Mr. ALLISON. The last amendment to the section was passed 

over, according to my recollection. 
Mr. VEST. I think that was passed over at the suggestion 

of the Senator from Rhode Island [Mr. ALDRICH]. Can not we 
dispose of that now? 

:Mr. ALDRICH. I think the suggestion was ma-de by the Sen
ator from Iowa [Mr. ALLISON}, that we should pass it over until 
we disposed of the corporation features of the bill. 

Mr. VEST. Of course, if the subsequent provisions of the bill 
are defeated this will fall with them. 

Mr. ALDRICH. Let the amendment be adopted proforma. 
Mr. ALLISON. The Senator from Missouri oiiered aname.nd

men t, I understood. 
Mr. VEST. I modified the amendment, and that was agreed 

to. 
Mr. ALLISON. I ask the Secretary to read the proviso as it 

now s-tands. 
"The Secretary read as follows~ 
Proviaed. also, That in computing the. income of any person. corporation, 

comp-<my; or association there shall not. be- i..ncluded the. a-mount received 
from any coxpoJ:a.tion, company, or association as dividends upon the stock 
of such corporation, company, or association. if the. tax of 2 per cent- has 
been paid upen its net-profits by said corporation, company, Ol" asffociatiol\ 
as required. by tb.is act. 

/ 
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The PRESIDING OFFICER. The question is on agreeing 
to the amendment proposed bv the committee, as modified. 

The amendment as modified" was agreed to. 
The PRESIDING OFFICER. The reading of the bill will be 

proceeded with. 
The Secretary read as follows: 
SEC. 56. That it shall be the duty of all persons of lawful age having an 

income of more than $3,500 ~or' the taxable year, computed on the basis 
herein prescribed, to make and render a list or return, on or before the day 
prescribed by law, in such form and manner as may be prescribed by the 
Commissioner of Internal Revenue, with the approval of the Secretary ot 
the Treasury, to the deputy collector of the district in which they reside, or 
to such omcer or agent as the Commissioner of Internal Revenue may desig
nate, of the amount of their income, gains, and profits, as aforesaid; and 
all guardians and trust.ees, executors, administrators, agents, receivers, and 
all persons acting in any other fiduciary capacity, shall make aud render a 
list or return, as aforesaid, to the deputy collector ot the district in which 
such person acting in a fiduciary capacity resides, or to such omcer or agent 
as the Commissioner or Internal Revenue may designate, of the amount ot 
income, gains, and profitS of any minor or person for whom they act; but 
-persons having lessthan$3,5001ncome are not required to make such report; 
and the deputy collector, or omcer or agent designated by the CommissiOner 
of Internal Revenue, shall require every list or return to be verified by the 
oath or artlrmation of the party rendering it, and may increase the amount 
of any list or return 1f he has reason to believe that the same is understated; 
and in case any such person having a taxable income shall neglect or refuse 
to make and render such list and return, or shall render a false or fraudu
lent list or return, it shall be the duty of the deputy collector, or omcer or 
agent designated by the Commissioner of Internal Revenue. to make such 
list, according to the best information he ca.nobtain, by the examination of 
such person, or his books or accounts, or any other evidence, and to add 50 
per cent as a penalty to the amount ot the tax due on such list in all cases ot 
willful neglect or refusal to make and render a list or return; and in all cases 
of a false or fraudulent list or return having been rendered to add 100 per 
cent as a penalty to the amount of tax ascertained to be due

1 
the tax and 

the additions thereto as a. penalty to be assessed and col ected in the 
manner provided for 1n other cases of willful neglect or refusal to ren
der a list or return or ot rendering a. false or fraudulent return: 
Pt·ovided, That any party, in his or her own behalfL. or as such fiduci
ary, shall be permitted to declare, under oath or a.mrmatiou, the form 
and manner or which shall be prescribed by the Commissioner or In
ternal Revenue, With the approva1 of the Secretary of the Treasury, that 
he or she, or his or her ward or beneficiary, was not possessed of an income 
ot $4,000, Hable to be assessed according to the provisions of this act; or 
may declare that he or she· has been assessed a.nd paid an income tax else
where in the same year, under authority of the United States, upon his or 
her income, gains, or profits, as prescribed by law; and if the aeputy col
lector, or other designated omcer or agent, shall be satisfied or the truth 
of the declaration, sball thereupon be exempt from income tax in the 
said district tor that year; or if the list or return of any party shall 
have been increased by the deputy collector. or other designated omcer or 
agent, such party may exhibit his books and accounts, and be permitted to 
prove and declare, under oath or atnrmation, the amount or income liable 
to be assessed; but such oaths and eviaence shall not be considered as con
clusive of the facts, and no deductions claimed in such cases sball be made 
or allowed until approved by the deputy collector, or other designated om.
cer or agent. A:ny person feeling aggrieved by the decision of the deputy 
collector, or other designated omcer or agent, in such cases may appeal to 
the collector of the district, and his decision thereon, unless reversed by the 
Commissioner or Internal Revenue, shall be final. If the person is tlissatis
fied with the decision of the collector he may submit his case. With all the 
papers, to the Commissioner o! Internal Revenue for his decision, and 1f he 
desires to furnish the testimony or Witnesses to prove any relevant !acts he 
Will also serve notice to that errect upon the Commissioner o! Internal Rev
enue, as herein prescribed. 

such notice must state the time and place at which, and the omcer before 
whom, the testimony will be taken; the name, age, residence, and business 
of the proposed witness, With the questions to be propounded to the Witness, 
or a brief statement of the substance of the testimony he is expected to give. 

The notice shall be delivered or mailed to the Commissioner a sull:lcient 
number or days previous to the day fixed tor taking the testimony, to allow 
him, after its receipt, at least five days, exclusive of the period required for 
mall communication with the place at which the testimony is to be taken, 
in which to give, should he so Jesire, instructions as to the cross-examina
tion of the proposed witness. 

Whenever practicable, the a!lldavit or deposition shall be taken before a 
collector or deputy collector of internal revenue, in which case reasonable 
notice shall be given to the collector or deputy collector or the time fixe:l 
for taking the deposition or afll.davit: 

Provided furtker, That no penalty shall be assessed upon any person for 
such neglect or refusal or for making or rendering a false or fraudulent re
turn, except after reasonable notice or the time and place o! hearing, to be 
:regulated by the Commissioner of Internal Revenue. with the approval of 
the Secretary of the Treasury, so as to give the person charged an opportunity 
to be heard. 

The Committee on Finance reported to amend the section, on 
page 174, in line 20, after the word "day," to strike out" pre
scribed" and insert "provided;" in line 21, after the words 
"may be," to strike out "prescribed" and insert "directed;" 
in line 23, before the word "deputy~" to insert" collector or a;" 
in line 3, on page 175, after the word "persons," to insert "or 
corporations;'' in the same line, before the word "fiduciary," 
to strike out" other;" in line 5, before the words" deputy col
lector," to insert "collector or a;" in Line 6, after the word" per
son," to insert '; or corporation;" in line 7! aft-er the word '' re
sides," to insert" or does business;" in line 12, before the words 
"deputy collector," to insert ''collector;" in line 19, after the 
words "render a," to insert "willfully;" in line 21, before the 
word" deputy," to insert" collector;" in line 24, after the word 
"person," to strike out" or his books or accounts;" on page 176, 
line 4, after the words ''cases of a," to insert" willfully;" in line 
11, before the words" in his," to strike out "party" and insert 
" person, or corporation;" in the same line; after the word " his," 
to strike out" or;" in the same line, after the word "her," to 
insert" or its;" in line 15, after the word" he," to strike out "or;" 

inline 16, before the word" ward," to insert" or its;" in line 19, 
after the word "he," to strike out "or;" in the same line, after 
the word "she, 1

' to .insert ''or it, or his, her, or its ward or 
benificiarv "--

Mr. VEST. There is a misprint there in the spelling. The 
word "benificiary " should be "beneficiary." • 

The PRESIDING OFFICER: That verbal correction will be 
m ade. The reading of the amendments will proceed. 

The SECRETARY. In line 20, before the word" pay,"to insert 
"has;" after the word "upon," at the end of line 21, to insert 
''all;" in the same line, before the word '' her," to strikeout '' or," 
and after the word ''her" to insert'' or its;:' in the same line, 
after the word "profits," to insert" and upon all the income, 
gains, or profits for which he, she, or it is liable as such fiduci
ary;" in line 25, before the word ''deputy," to insert'' collector;'' 
on page 177, line 1, after the word "declaration:" to insert 
"such person or corporation;" after the word ''any," at the 
end of line 3, to strike out ''party " and insert '' person or COJ'
P<?ration; company: or association;" in line 5, after the words 
'' mcreased by the," to insert ''collector;" after the word 
"such," at the end of line 6, to strike out" party" and insert 
"person or corporation, company or association;" in line 8, 
after the word" may," to strike out" exhibit his books and ac
counts, and; " in the same line, after the word.'' prove~'·' to strike 
out" and declare, under oath or affirmation;" in line 11, be
fore the word "shall, to strike out" oaths and evidence" and 
insert " proof;" in line 13, before the word ''deputy," to insert 
"collector;" in line 14, after the word "person," to insert" or 
company, corporation, or association;" in line 17, before the 
word "officer," to strike out "other designated" and insert 
"any;" in the same line, after the word "agent," to insert 
"other than the collector;" in line 20, after the word" if," to 
strike out "the person is;" in line 21, after the word '' collector!" 
to strike out " he may " and insert "such person or corporation, 
company or association;" in line 23, before the word" submit," 
to insert" may," and after" submit," to strike out "his" and 
insert" the;" on page 178, line 1, before the word" furnish," to 
strike out ''if he desires to " and insert ''may;" in line 2, after 
the word '' facts," to strike out " he will also serve " and insert 
"having served;" in line 5, after the word" notice," to strike 
out" must" and insert "shall;" in line 12, after the word" Com
missioner," to insert "of Internal Revenue;" in line 24, after 
the word" person," to insert" or corporation, company, or as
sociation;" on page 179, line 1, after the words "rendering a," 
to insert" willfully;" in line 3, after the words "to be," to strike 
out "regulated" and insert "prescribed;" and in line 4, after the 
words" internal Revenue," to stL·ike out "with the approval of 
the Secretary of the Treasury, so as to give the person charged 
an opportunity to be heard;" so as to make the section read: 

SEc. 56. That it shall be the duty of all persons or lawful age having an 
in.come or more than 1!3,500 tor the taxable year, computed on tbe basis 
herein prescribed1 to make and render a list or return, on or before the day 
provided by law, m such form and manner as may be directed by the Com
missioner of Internal Revenue, With tbe approval of the Secretary of the 
Treasury, to the collector or a. deputy collector of the district in which they 
reside, or to such omcer or agent as the Commissioner or Internal Revenue 
may designate, of the amount or their income, gains, and profits, as afore
said; and all guardians and trustees, executors, administrators, agents, re
ceivers, and all persons or corporations acting in any fiduciary capacity, 
shall make and render a list or return, ~s aforesaid, to the collector or a dep
uty collector of the district in which such person or corporation acting in a 
fiduciary capacity resides or does business, or to such omcer or agent as the 
Commissioner of Internal Revenue may designate, ot the amount of in
come, gains, and profits o! any minor or person for whom they act, but per
sons having less than $3,500 income are not required to make such report; 
and the collector. deputy collector, or omcer or agent designated by the 
Commissioner or Internal Revenue, shall require every list or return to be 
verified by the oath or atnrmation of the party rendering it, and may in
crease the amount of any list or return if he has reason to believe that the 
same is understated; and in case any such person having a taxable income 
shall neglect or refuse to make a.nd render such list and return, or shall 
render a willfully false or fraudulent list or return, it shall be the duty ot 
the collector, deputy collector, or officer or agent designated by the Com
missioner of Internal Revenue, to make such list, according to the best in
formation he can obtain, by the examination or such person, or any other 
evidence, and to add 50 per cent as a penalty to the amount of the tax due 
on such list in all cases or willful neglect or refusal to make and render a 
list or return; and in all cases of a willfully false or fraudulent list or re
turn having been rendered to add 100 per cent as a penalty to the n.mount of 
tax ascertained to be due, the tax and the additions thereto as a penalty to 
be assessed and collected in the manner provided for in other cases of will
ful neglect or refusal to render a list or return, or of rendering a false or 
fraudulent return: .Provided, That any person or corporation, in his, her, 
or its own behalf, or as such fiduciary, shall be permitted to declare, under 
oath or affirmation, the form and manner of which shall be prescribed by 
the Commissioner ot Internal Revenue, with the approval or the Secretary 
of the Treasury, that he, she. or his or her or its ward or beneficiary, was 
not possessed of an income o! $4,000, liable to be assessed according to the 
provisions of this act; or may declare that he, she, or it. or his, her, or its 
ward or beneficiary has been assessed and has paid an income tax elsewhere 
1n the same year under authority or the Unitea States, upon all his, her, or 
its income, gains, or profits, and upon all the income, gains, or profits for 
which he, she, or it is liable as such fiduciary, as prescribed by law; and 
if the collector, deputy collector, or other uesignated omcer or agent shall 
be satisfied of the truth of the declaration. such person or corporation shall 
thereupon be exempt from income tax in the said district tor that year; or 
if the list or return ot any person or corporation, company, or association 
shall have been increased by the collector, deputy collector, or other deelg-

' 
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na.ted omcer or agent, such person or corporation, company, or association 
may be permitted to prove the amount or income liable to be assessed; but 
such proof shall not be considered as conclusive of the facts, and no deduc
tions claimed in such cases shall be made or allowed until approved by the 
collector, deputy collector, or other designated omcer or agent. Any person 
or company, corporation, or association feeling aggrieved by the decision 
of the deputy collector, or any o1llcer or agent other than the collector. in 
such cases may appeal to the collector of the district, and his decision 
thereon, unless reversed by the Commissioner of Internal Revenue, shall 
be final. u dissatisfied with the decision of the collector, such person or 
corporation, company, or association may submit the case. With all the pa
pers, to the Commissioner of Internal Revenue for his decision, and may 
furnish the testimony of Witnesses to prove any relevant facts, having 
served notice to that etrect upon the Commissioner of Internal Revenue, 
as herein prescribed. 

Such notice shall state the time and place at which, and the otllcer bet ore 
whom, the testimony will be taken; the name, age, residence, and business 
of the proposed Witness, with the questions to be propounded to the Wit
ness, or a brief statement of the substance of the testimony he is expected 

to.fl!:;otice shall be delivered or mailed to the Commissioner of Internal 
Revenue a sutllcient number of days previous to the day fixed for taking 
the testimony, to allow him, after its receipt. at least five days, exclusive of 
the period required for mail communication with the place at which the 
testimony is to be taken, in which to give, should he so desire, instructions 
as to the cross-examination of the proposed Witness. · 

Whenever practicable, the atlldavit or deposition shall be taken before a 
collector or deputy collector of internal revenue, in which case reasonable 
notice shall be given to the collector or deputy collector of the time fixed 
for taking the deposition or atlldavit: 

Provided, further, That no penalty shall be assessed upon any person or 
corporation, company, or association, for such neglect or refusal or tor 
making or rendering a willfuliy false or fraudUlent return, except after 
rea.sonable notice of the time and place or hearin~, to be prescribed by the 
Commissioner of Internal Revenue. 

Mr. ALLISON. Before we pass from this section, I suggest 
to the Senator from Missouri that in line 5, on page 179, the 
words he proposes to strike out, "with the approval of the Sec
re_tary of the Treasury," are the important o~es that I suppose 
the Senator desires to strike out, and I ask h1m to allow there
maining words to stand. 

Mr. VEST. I have no objection to that. 
The PRESIDING OFFICER. The amendment to the amend

ment will be agreed to in the absence of objection. The ques
tion recurs on agreeing to the amendment as amended. 

The amendment as amended was agreed to. 
Mr. HOAR. I should like to ask the Senator from Missouri 

whether the Democratic agreement to take this bill as it is, no 
matter what anybody may think of it, ext-ends to the spelling in 
line 19, on page 176, where the word "beneficiary" is spelled 
'

1 ~e-n-i-fi -c-i-a-r-y." 
Mr. VEST. That has been corrected. We knew the Sen

ator from Ma.ssachusatts would object, and so we corrected it in 
advance. 

Mr. HOAR. I supposed the Democratic caucus had probably 
adopted this spelling of the word. 

Mr. VEST. Oh, no; we knew the Senator would find it out, . 
and so we corrected it. 

Mr. ALLEN. I offer an amendment to the section after line 
10, on page 178. 

The PRESIDING OFFICER. The amendment will be stated. 
The SECRETARY. At th~ end of line 10, on page 178, it is 

proposed to insert: , 
Provided, That the Government may at the same time and place take tes

timony to rebut the testimony of the witnesses examined by the person 
taxed. 

The PRESIDING OFFICER. The question is on the am~nd
ment proposed by the Senator from Nebraska. 

Mr. HOAR. Why should not the Government be at liberty 
tQ take testimony at some other place, if it be more convenient? 

Mr. ALLEN. I simply offered the amendment bec!tuse this 
p:::trt of the s ':!ction providing for the taking of testimony pro
vides for the taking of evidence of witnesses on behalf of the 
person who is delinquent. I think the Government oue-ht at 
the same time and place and before the same person have the 
right to take testimony to rebut the evidence taken by the tax 
debtor. 

Mr. HOAR. I have not considered this question and it is not, 
I suppose, a very important matter, but it is hardly just to the 
Government to put it into the power of the taxed person to se
lect the magistrate, to fix the time, and to fix the place where 
not only his own testimony shall be taken, but the Government 
testimony shall be taken. There is nothing that requires it to 
be done in the district. Suppose some taxpaver in the city of 
New Orleans should notify the Government official to go down 
there and take testimony about his property in Massachusetts; 
thereupon not only the testimony has to be taken there, but all 
the rebutting testimony. I leave it to the Senator from Mis
souri to look after this matter; but it strikes me that it is hardly 
a just arrangement. 

Mr. ALLEN. I realize the force of the suggestion of the Sen
ator from Massachusetts; but I think this statute ought to be 
broad enough to permit the Government to take testimony in 
l"ebuttal of the testimony of the tax delinquent at any time. I 

am perfectly willing to have this amendment so broadened that 
the Government may take the testimony before the same per
son at the same time .and place, or .before any other qualified 
officer at any proper time and place, upon five days' notice . . 

The PRESIDING OFFICER. The question is on agreeing to 
the amendment proposed by the Senator from Nebraska. 

Mr. HALE. I suggest to the Senator from Missouri that if . 
he proposes to agree to this amendment he have it carefully 
prepared, so that if there is to be an examination, with counsel 
upon each side and at more than one place, it shall be so pro
VIded that at any hearing or examination due notice may be 
given to the other side; otherwise it would be a disadvantage, 
perhaps, at one time to the Government and at another time to 
the party taxed, if the testimony should be taken without due 
notice. The Senator from Missouri and the Senator from Ne
braska can prepare the phraseology, and see that it is adapted 
to the subsequent sections. 

Mr. VEST. The bill sufficiently provides for the protection 
of the citizen. As I understand the Senator from Nebraska, he 
is under the imoression that the Government ought to be per
mitted to take testimony at the same time and place. The pro
vision in the bill now requires that a sufficient notice shall be 
given to the officials of the Government so that they can be there 
and subject the witnesses to cross-examination. I have no ob
jection to the amendment. 

Mr. HALE. The Senator from Massachusetts proposes that 
the Government may have an opportunity to .take testimony at 
some other time and place. If that be granted, clearly, there
fore, it ought to be included that the other side shall have no
tice of that examination. My suggestion is only to the effect 
that the provision be carefully examined by the Senator from 
Missouri before he agrees to it becoming part of the proposed 
la.w. 

Mr. CHANDLER. Mr. President, I desire to fortify the sug~ 
gestion of the Senator from Maine [Mr. HALE] by calling atten
tion tothefactthatthe amendment of the SenatQr from Nebraska 
[Mr. ALLEN] says that depositions may be taken by the Gov-

. ernment at the same time and place, but it does not appear to 
require that notice shall be given of the names of witnesses. 
The provision as to the taxpayer requires him to state the time 
and place, "the name, age, residence, and business of the pro
posed witness." That is, of course, so that the GO'Vernment may 
know what it is to meet. If the Government is to take testimony 
at the same time, it ought to give a like notice. 

Mr. HALE. And under like restrictions. 
Mr. CHANDLER. And there should be the same restrictions 

upon the Government. 
While I think the provision moved by the Senator from Ne

braska is well enough, it should certainly not give the Govern
ment the right to appear at the time of the taking of the depo
sition of any witness, or any number of witnesses, and take their 
testimony, without having previously given to the taxpayer the 
same notice which the taxpayer was compelled to give the Gov
ernment. 

Mr. ALLEN. I drew this amendment very hastily while 'Sit
ting at my desk when the Secretary was reading the bill. I did 
not·take the time to draw it with as much care as I should have 
done if this matter had come to my attention before. I intro
duced it more for the purpose of putting the committee on no
tice of the fact that thiS proposed law might be evaded, and that 
it would work a practical injustice to the Government. · 

It strikes me that it is absurd to say that a person who is as
sessed under this law and who is dissatisfied with the assessment, 
might appeal to the collector of internal revenue and take tes
timony in support of his appeal, and at the same time the Gov
ernment be powerless to rebut the testimony taken or to intro
duce any new facts which might be essential to establish the 
truth. I take it for granted that, while my amendment is im
perfect, having been drawn so hastily, the committee are put 
upon their notice, and that they will draft the proper amend-
ment and submit it to us. · 

Mr. VEST. We considered these provisions of the bill very 
carefully, and I want to say now that I think if the Senator from 
Nebraska will- examine the whole section carefully he will be 
satisfied that it is in very good shape as it now stands. 

These provisions apply to a case where the collector increases 
the amount of the return made by any taxpayer, and if the tax
payer is dissatisfied with the action of the collector, he can then 
give notice, fix a day, and bring his witnesses to convince the 
collector that he has not diminished the amount of his return, 
but has made it correctly. 
It is a question for the collector to be satisfied in regard to 

what has been done by himself. It is ·brought before him. It 
is not a proceeding in court of a pl~intiff and defendant in the 
strict sense or in the proper signification of the term. It simply 
applies to a case where the collector for some reason comes to 

----:-----
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the conclusion that the return is not a proper one -and he in- .Mr. HARRIS. That bas been understood from the begin-
creases it. mng. 

This practice obtains in a great many States. In my own The Secretary read as 1ollowa: 
State, for instance, where a taxpayer has not made a proper re- 8Ec.'57. The tax-es on incomes herein tmpor>ed -shall be due and payable 
turn of his property the officer, if sati!fied that such is the case, on or before the 1st day of July in each y-ear; a.nd to any sum or sums an· 
th t th h b · f th t th nually due and unpaid atter the 1st day of Jnly as aforesaid, and for ten 

a ere as een some suppressron o e ru or even some days after noti.ce and demand thereof b1 the collector, there shall belevi.ed, 
mistake, increases the amount of the assessment; and then we in addition thereto, the sum of 5 per cent on the amount of taxes unpaid, 
have a day there for cor--recting assessments, upon which the and interest at the rate of 1 per cent per month upon said tax from the time 
P

arty ma:.rr appear, bring his witnesses, and be sworn himself, the same became due, as a penalty, except from the estates of deceased, in· 
.1 sane, or insolvent persons. 

and convince the officer, if he can, thattheassessmeRt iscorrect The Committee on Finance rep-ortBd an amendment to the 
both as to quantity and -as to value. That is all of it. I think . 
there are sufficient safeguards here for the Government. The sectwn, in line 14/ after the word "same," to strike out "be-
material point is to guard the citizen. He will have under the came" and insert 'becomes;" so as to read: 
provisions of this proposed law every right that can possibly And interest at the rate of 1 per cent per month upon said tax: trum the 
be conceived of under the circumstances. time the same becomes due u.s a penoJ.ty, etc. 

Mr. ALLEN. I do not pr-opose to be captious nbout thismat- The amendment was agreed to. 
ter at all. I am well satisfied that the amendment 1 offered, or Mr · HOAP"" Is there anywhere in this bill a provision for ex-
one similar to it, but probably broader, ought to be adopted if emption in the case of acci<ient or mistake from this heavy pen-

l As I d nd h b~, 1 alty of 12 per cent, and, in addition, 5 per cent? 
this bill becomes a aw. un ersta t e IJ.J. 'any person Mr. VEST. Oh, yes; there is a n'l'Ovision here which gives 
who refuses to make a proper return to the assessor, or who th S ,t'· 

willfully neglects to make that return, the assessor is authorized . e ecretary ?f the Treasury ample power to correct any mis-
to assess him, and to make alist of his property Irom the best tak;r oktoo remrt any penalty. . .. 
information he mav be able to obtain. Then the delinquent is · AR. I supposed-there would be such a praVlslOn some-

permitted to appeai from th;at asse~sment to the cc;>llector ·of in-~ wtrr~VEBT. The last prO'ViBion -at the close oi the income tax. 
ternal reyenue, and take eVIdence m suppo:t of his ~ppe~l. The PRESIDING OFFICER Tll - d · rr f th bill will bo 

I take It for ,gran~d that the man who will not make an hon- resumed. · e rea ID;:, 
0 e 

est t·eturn, or who will not make any return at all,, proposes to The Secretary l'ead as folio 8 . 
defraud the Government. If he has an opportumty to make a . w · . 
return and will not make it or if he has an oppnrtunity to make SEc. 58._ Tha.t !JVer_y ru>ruesident person owning property m the Untted ' . - . States or receiVlllg mcome from the United States shall pay a. tax on the 
a.retn-rn and makes a fraudulent retur-n, and compels the asses- incomereceived as.ifresident in the United Statea. Any su.ch nonresident 
sor of internal re-venue to rely upon his own judgment and inde- may also recei.ve t;he benefit ?f the exen:tption by fil}ng with 1.~e deputy col-

k
endent sources of information, I take it for granted that that lector of any dlSttlct a true llst of all his property m the U~ted States, or . . . sources of income, in the same manner as a resident is reqnrred to do. In 
md of a man will pursue hiS fraudulent purposes further, and computing income for purpose ot exempti.ons he shall include all income 

undertake to defeat the Government in getting a co-rrected re- :from every source, but shall only pay on that part ot the income which is 
t ,....r. h" ty d his bl · derived trom any source in the United States. In case~uch nonresident 
urn vJ. • IS proper an a.s~essa e Income. falls to tile such statement, then the deputy of each district shall collect the 
If he Is-permitted to take ~stunony before :some officer, and tax 0"!1 the income derived :trom.his district, makin~ no allowo.nce'for ex

then appeal from that officer to the Bureau of Inte~·nal R.avenue emptwns, and all propt:rty belonging to ~uch nonres1dent shall be liable to 
at Washington I take it for granted that the Govermnent may distraint for tax: Provlded, Tl:}.at nonresident corporations shall be subject 

' • . • • • to same laws as to tax as restdent corporations, and the collection of the 
be defeated and will be defeated In.a maJOrity of .1nstances 1n the tax shall be mad-e in samll manner as provided .for collections ot taxes 
collection of the proper revenue from that man by that merely against nonresident persons. 
ex pa1-te method ol doing business, and that fairness to this Gov- The Committee on Finance re1Jorted an amendment after the 
ernment and gf)od faith in the execution of this proposed law words ''Sec. 58," to strike out "that every nonresident person 
requires that the Government should have am11lepower to show owning property in the United States or receiving income from 
that that man has made a fraudulent or an unjust return, and the United States shall pay a tax 1>n the income received as if 
ample power to rebut all testimony that he may have produced; resident in the United States;" in line 20,after the word" any," 
ann, Mr. President, more than that, ample power on the pru.·t of to strike out "such;" in the same line, after the word "nay,:' to 
the Government to introduce independent testimony showing -strike out" also;" in line 21, after the words" benefit of the," 
theiact, independentoi thisevidenue, thattheass.eB.smentought to strike out ''exemption" and insert "exemptions hereinbe
to be raised. fore provided for;" in line 23, af.lier the word "property," to 

This proposed law, in my judgment, is absolutely harmless strike out" in the United States or" and insert" and;" in line 
against a man who intend-s to defraud the Government with 24, after the word "income," to insert "in the United States;" 
these provisions standing in it alone. It strikes me that there in the same line, after the words ''United States," to strike out 
can. be no glossing over of this matteL Every man who has "in the same manner as" and insert "and complying with the 
had experience as a lawyer or who has had experience in the provisions of section 56 o1 this act as if;" on page 180, line 1, 
assessment o! revenue understands full well how these laws can after the word" residents." to strike out "is required to do;" 
be evaded. in line 2, after the word " income," to strike out " for purpose 

.Mr. VEST. Let the ·amendment be read. of exemptions;" in line 6, after the word" statement," to strike 
The PRESIDING OFFICER. The amendment prop-osed by out'' then;" in the same line, before the words" of each district," 

the Senator from Nebraska will be stated. to strike out "deputy" and insert ''collector;" in line 7, after 
The SECRETARY. At the end of line lO,on page 178, it is pro- the word" from," to insert "property situated in;" in line 8, 

posed to insert: after the word "district," to insert" subject to income tax;'' in 
Pr01Jided, That the Government may a.t thesametim.e and place take testi- line 11, before the word "same," to insert "the;" and in line 

monyto rebut the testimonyofthewitnessesexamined by the per;~ontaxed. 12, before the word "same," to in.sert "the;" so as to make the 
Mr. VEST. I have no objection to that. section read: v 
Mr. CHANDLER. I move to amend the amendment bv in- SEC. 58. Any nonresident may Teceive the benefit or the exeml)tions h~ 

serting the w-ords '' upon like notice " after the words -'-'take inbetore provided tor by flling with the depu.ty collector of any district a true list of all his property and sources of income in the United States, and 
testimony." complying with the provisions of section 56 of this act as U a resident. In 

Mr. HARRIS. I do not think there can be any objection to computing income he shall include all income trom every source, but shall 
that. only pay on that part of the income which 1s derived from any source in the 

The PRESIDING OFFICER. The amendment of the Senator ~~:~~~t~~h~~~~ts~~!u ng~i:~i'\.'hnet t~1g;~h~1~n~~:e sJ~;r~~n~~-~~ 
from New Hampshire to the amendment of the Senator from property situated in his district, subject too income tax, making no allow
Nebraska will be stated. ance tor exemptions, and all property belonging too such nonresident shall 

The SECRETARY. After the words ''-take tes4-:-ony," ~ ... li'ne be liable to distraint for tax: Provided, That nonresident corporations shall 
II.L.UJ.I ~ be subject to the same laws as to tax as resident corporations, and the col· 

3 of the amendment, it is proposed to insert "upon like notice;" lection of ·the tax shall be made in the same manner as provided tor collec-
so as to read : tions ot taxes against nonresident persons. 

Provided, That the Government may at the same time anti place take tes- Mr. HOAR. Should not the section be amended by inserting 
timony, upon like notice, to rebut the testimony of the wi.tnesses examined after the word u nonresident," in line 20, the words "but not a 
by the person taxed. citizen of the United States," s-o as to make it conform to what 

The amendment to the amendment was agreed -to. has previously been done? 
The amendment as amended wa-s agreed to. Mr. ALLISON. Should not the amendment come in on ·the 
The PRESIDING OFFICER. The Secretary will ·proceed next page? 

with the reading of the bill. Mr. HOAR. Yes; inline3, on page 180, after the word" but," 
Mr. HILL. Mr. President, o! course the same'tlD.derstanding I move to insert ''unless he be a citizen of the Ullited States, 

exists with reference to all these sections, that at ·the end I may !he." 
move to strike them all out. Mr. VEST. That :is the meaning of it a.s it stands. 

Mr. VEST. Certa~y. Mr. HOAR. These worcls-should be inserted. 
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The PRESIDING ·OFFICER. The amendment ·W.ill be stated. 
r;rhe SECRETARY. On]>age 180, line 3, af~ the iWOrd'"'b~t," 

j..t is proposed to insert' unless he ·be a mt1zen of the Umted 
States, ..he;" so as to £ead: 

In computing income he shall includ-e :an income t:rom every source, but, 
unless he be a citi.oon of the United States, he -shall only pay on that part of 
his income which is derived from any source in the United States. 

The amendment was agreed to. 
The PRESIDING OFFICER. The reading cl the bill will be 

resumed. . 
The SECRETARY. The Committee on Finance propose to stnke 

out sections 59, 60,11.nd 61, as follows: 
SEc. o9. That there shall be levied and collected a tax of '2 per cent ·on 

all dividends in scrip or money thereafter d~clared due, w.herever .and 
whenever the same be declared payable ~o stockho~ers, policy hold~";'S, or 
depo:dtors or parties what~oever, includmg nonreSldents, ·whether c1t1Zens 
or aliens, as !)art of the earnings, income, or g~s of any p~k, trust com
pany, savings institution, and of any fire, ma.rme, life, inland insurance 
compMly either stock or mutual, under whatever name or styi~ known or 
called in the United State.3 or Territories, whether specially incorporated or 
existing under general laws, .and on all undistributed sums, or sums~d.e 
or added during the year to their surplus or contingent funds; on all ~Vl
dends .annuities -or In.tereat paid by corpora..t.ions or associations orgrunzed 
for profit by virt~& of the laws or the United States or of any State er _Te,r· 
ritory, by means of which the liability of -the individual stockholders lB ill 
anywise limit.ed, in cash, scrip, or ot~e~·wise; and ~~ net ineome of all 
such corporations Jn excess -<>f such . diV1dends, annmties, .and in~est, or 
from .any other .sources whatever; and .s.ald banks, -tr-ust comJ!ames, sav· 
1ngs institution-s, .and insurance con:tpan1es, a.nd o.ther compantes1 ·and a.ll 
ot:heT corporations, shall pay th.e said .tax, ·and are hereby authonzed and 
required to deduct-and withhold tromall pa;ymen.ts.made on accoun.t?f any 
dividends or sums of money thatm~ be due and payab~ :as-a1oresa1d, the 
said tax of 2 per cent. And a list or return shall be made -and :rendered to 
the depuliY collector, or o:fihel' ·officer -or a.gen.t designa.~ -by the Commis
sioner of Inter.naLReYenne, witrhin thirzy-d:a,ys after any dividends or sums 
of money become due or payable as aforesaid; and said list OT retur;n shall 
contain a true and faithful account of the amount of tax-es a.s a-foresaid; a-nd 
;there shall be annexed -thereto a. deruaration -<>f the pr~sident, cashier, er 
j;r.easurC'r, ·or the prineip.al accoun1.in;g -officer of the bank, ~t comp.any, 
savtn.g,3 institution, or insurance company, or other caryoratittn, under oa~h 
.()r affirmation in t.orm and manner as may be prescntte.d :by the Comnns
sioner of Internal Revenue, with ;the -approval of the Secl'eta.Ty:of the Tre.as
nry that the same contains a true a.ndf.aithful.account oftheta.xes as afore· 
said. And-tor a.ny default in the making or Iendering of SU<?h lis:t or .;ret~, 
with-such deelaration.a.nnexed, 'the bank, trusteompany ,_sa:v-.mgs mstitUtton, 
or insurau-ce company, or -other corporation ma.lring s.nah data ult, ·sQ.a:-11 tor· 
feit ,as a penalty the sum of ·$1.,000; and.Jn case ?f any de:fault in making or 
rendering said list or return, or of any defaUlt m th.e payment of the tax as 
required, or any part thereof, the assessment and eo~e~tion of the tax and 
penalty shall be in accordance with the general proVlSlon.s-of law in other 
caees of negl-ect and refnsal: Provirkd, That the tax upon ·the dividends of 
lifeinsurancecompaniesshallnotbedeemeddueuntilsuchdividendsarepay
able; nor shall the portion -of premiums return-ed by mutual li!~ insurance 
companies to their policy holders, nor the interest-a.llow~d 'Or pa1d to the de
positors in savings banks or savings institutions, becong.1deredsadi~ends: 
.And p1'ovided further, That t~s act shall not ap:ply to the-mcome or: divi.dends 
received orpaid by such building and loan associations as are organlZed under 
the laws of any State or 'l'er-xitory,.and which do not make loans except to 
.shareholders within the State where such associations have been organized. 
For the purposes of this act "dividend" shall include every payment in the 
way of diVision among the owners of the stock or capital of a. corporatio~, 
or pereons entitled to a shaire of its pr.oflts 9r income, whether !'uch diV1· 
dends are paid out of profits or not, or are paJ.d in ca.sh or otherwiSe .. 

SEc. 60. That any bank, building association, or other banking institution 
which shall neglect or omit to make dividends or additions to its surplus or 
£Ontingent fund as often as once in six months shall make a list or retlll'D. in 
duplicate, under oath or affirmation of-the president ?r oas.ll;-ier, o~ principal 
accounting omcer, to the deputy collector of the district·m which it is lo
cated or to the officer or agent designated by the CommissJon.er of lnterna.l 

·Revenue, on the Jst day of January and July in each year, or within thirty 
days thereafter, of the amount of profits which have accrued or been earned 
or received by said bank during the six months next preceding said 1st day 
of January and July: t~ond shall present one of said lists or returns an~ pay liO 
the collector of the district a duty of 2 per cent on such profits, and ill case 
of default to make such list or return and payment within the thirtyd~s. 
as aforesaid, shall be subject to the provisions of the foregoing section of 
"this act: Proviaea, That when any dividend is made which includes any part 
ot: the surplus or contingent fund of any bank, trust company, savings in· 
stitution, insurance or railroad company, which has been assessed and the 
duty paid thereon, the amount of duty so paid on that portion of the surplus 
or contingent fund may be deducted from the duty on such dividend. 

SEc. 61. That any railroad, canal, turnpike, eanal navigation or slack· 
-water company, and any telephone, telegraph, electric light and gas com
pany water compMly, and any street railway company, or other corpora
tion, 'indebted for any money tor which bonds or other evidence- of ind-ebt
edness have been issued, payable in one or more years after date, upon 
-which interest 1s stipulated to be paid, or coupons representing the inter
est, or any such company or other corporation that may have declared any 
dividend in scrip or money due or payable to its stockholders, including 
nonresidents, whether citizens or a.li~ns, as part ot the earnings, pro1ita, 
income, or gains ·ot such company, and all profits of such company or cor
poration carried to the account of any fund, or used for construction, shall 
be subject to and pay a tax: of 2 per cent on the amount of all su-ch interest, 
or coupons, dividends, or proftts, whenever and wherever-the same shall be 
payable, and to whatsoever party or person .the same may be payable, 
including nonresidents, whether citizens or aliens, and said companies 
are hereby authorizOO. to deduct and withhold from all payments on ac
count of ..any interest, or coupons and dividends., due and paya.l>le as 
..aforesaid, the .tax of 2 per cent; and the payment ot the amount of said txa 
so deducted from the interest or coupons or dividends, and certi:fl.ed by the 
president or treasurer or -other principal accounting otllcer of said company 
or corporation, shall disch.arge ·said company or corporation from th.at 

· amount ot th.e dividend or interest or coupon -o-n the bonds or other evi
dences of their indebted.nesss so held by any person or party whatever, ex· 
cept wher.e said companies or corporations may have eo.ntracted.-<>therwise. 
And a list or return shall be made .and rendere.d to the deputy collector, or 
other officer or agent designat-ed by the Commissioner of Internal Revenue, 
on or b,etore the lOth day of the month followin,g that in which said interest, 

:~t~~· ~:!~~~fsdt o~~~~~~ ~~~l~nf:fua~1tr~~n~~~~1J8a~~~ . 

the amoun1>. of ta.x, and there shall be annexed thereto a declaration or the 
president or treasurer or other principal accounting officer of the company 
or-corporation under oath or affirmation, in form o; manner as may be pre· 
scribed by the Commissioner of Internal Revenue, that ·the same cont.aina 
a true and faithful account of said tax. And for any default in making or 
rendering such listi or return, with the declaration annexed, or of the pay
me-nt o:f the tax a.s aforesaid, the company or corporation ma.king such de
fault shall forfeit as a penalty the sum of $fiOO and double the amount of the 
tax; and in case of any default in making or rendering said list or return, 
or of the payment of the tax or any part thereof, as aforesaid. th.e assessment 
and collection of the tax and penalty shall be made acc~rdlng to the provi· 
sious of law in other cases of neglect or refusal: Provukrl, That whenever 
any of tb.e companies or corporations mentioned in this section shall ~e 
unable to pay all or the interest on their indebtedness, a.~d shall b;l tact !all 
to pay all of -such interest, that in such cases the tax leV1ed by this sectiOn 
slliill be paid to the United States only on the am-ount of interest which the 
company pays or is able to pay. 

And in lieu thereof to insert: 
SEc. 59~ That there shall be assessed, levied, and collected except as 

herein otherwise provided, a tax of 2 per cent annually on the· net :wofits"'Ol' 
income above actual operating and business expenses, losses, and interest 
on bonded and other indebtedness of all banks, banking institutions, trust 
companies saving institutions, fire, marine, .life, and other insurance com
panies railroad, canal, turn!)ike, canal navigation, sla-ck water, telephone, 
telegraph. exp1:ess, electric light, gas, water, street railway c~mpanies, and 
all other corporations, companies, or associations doin~ busmess for proflt 
in the United States, no matter how created and orgaruzed. . . 
, That said tax shall b.e paid on or before the lst day of July m each year; 
and if the presiden1; or other chief officer of any ~orpora.ti:on, company, ,or 
aSSPciation, O"l" in the case of any·foreign corporatiOn, company, or as~om.a
tion the resi.dent manager or agent, shall .neglect or refuse to f:lle with the 
collector of the internal-revenue district in which -said cprporation, com· 
pany, ·or ·associat.l:on shall be l~cated or be engaged in business, a.statement 
verified by his oath or a:ffl.rmat10n, in such..!orm as shall be prescribed by the 
Commissioner of Internal Revenue, with the approyal of tbe ~ecretary-?f 
the Treasury, showing1;he amount oinet profits or-illco.me -rec~nved by-sa1d 
corporation, company, or association during the whole calenuar -year las.t 
preceding the date of fl..ling ~ai~ state-m.ent as hereinafter req!-!ired, the c-or
poration, company, or assomatH)n making default shall forfeg as a penalty 
th. e sum of $1,000, and 2 _per cent on the amount of taxes due, for each month 
until the same is paid, the payment of said penalty to be enforced as pro
vided in other eases ofneglectrand.refnsal to ma.lm return o:f taxes under1ihe 
internal-rev-enue laws. . . 
· "The net profits or income of a:n corporations, companies, or-assoeHl.tiOns 
shall include the amounts paid to shareholders, or carried to ·the accoun1dJf 
any fund, or u-sed for C(}nstructian, enlargement of plant, ol.' any other ex
penditure or investment representing the -net annual profits made or ac-
quired by said corporations, companies, or -associati'Ons. . . 

That nothing herein contained shall -apply to Stat~s, eount1es, o~ munici
palities· nor to corporations, companies, or associations orgaruzed ..and 
conducted solely for charitable, religious, or educational purposes, includ
ing ·fraternal beneficiary societies. orders, orassoeiations, operating upon 1ihe 
lod"'e system and providing for thepavmentof life, sick, accid-ent, and other 
benefits to the members of such societies, orders, and assol!iations, and de
pendents of such members; nor to the stocks, shares, funds, or securit.iesh13ld 
by any fiduciary or trustee of -charitable, religious, or educational purposes; 
nor-to bullding and loan associations or companies which.make~-oans only to 
their shareholders; nor to such savings banks, savings institutions, or socie
ties as shall, first, h-ave no stockholders or members except depositors and no 
capital except deposits; secondly, shall not receive deposits to an a~gre
gate amount in any one year or more than $1,000 from the same depoSltor; 
thirdly sball not .allow an -accumulation or total of deposits by any one de
po.sit'Or' exc.eeding $10,000; fourthly, shall actua..lly divide and distribute to 
its depositors ratably to deposits, all the earrungs over th-e necessary and 
proper expenSes of such bank, institution, or society, except such -as .shall 
be applied to surplus; and fifthly, shall not possess in any form a surplus 
fund exceeding 10 per cent of its aggregate deposits. . . 

Nor to any insurance company or association which conducts all1ts bust· 
ness solely upon the mutual plan, and only for the benefit of its policy hold· 
ers or members, and having no capital stock and no stock or shareholders, 
and holding all its property in trust and in reserve lor its policy holders or 
members; nor to that part of the business of any insurance company hav
ing a capital stock and stock and shareholders, which is conducted on the 
mn.tua.l plan, separate from its stock plan oi insurance, and solely for the 
benefit of the policyholders and members insured on said mutual plan, and 
holding all the property belonging to and derived frOJ?l said .mutual part of 
its business in trust and reserve for the benefit of Its polley holders-and 
members insured on said mutual plan. 

Mr. VEST. I offer the amendment which I send to the ·desk 
to th.e first part of the section. 

The PRESIDING OFFICER. The amendment will be stated. 
Mr. V.EST. I .move to strike out the words down to the words 

"expenses of," in line 16 of the print I have, beginning "That 
there shall be~" I desire to have the words I propose to insert 
read. 

Tlle Secretary read as follows: 
That there shall be assessed, levied, and collected, except as herein other· 

wise provided a tax of 2 pAr cent annually on the net profits or income 
above actual operating and business expenses, losses, and interest on bonded 
and other indebtedness. 

The PRESIDING OFFICER. The Chair will state to the 
Senator from Missouri that the amendment proposed by him is 
embodied in the amendment which ha.s just been read by the 
Secretary. 

Mr. HILL. Have these am~ndments been printed? 
Mr. VEST. Substantially the amendment which has j.us: been 

read has been printed. I have changed one or two words mlt, and 
the Secretary read the amendment as if a part of the text of the 
bill which has created confusion. If he had read the -text of the 
bill' as it was, and then taken up the amendments, we -could .hav.e 
pro.ceeded regularly with them, but he has.read. the.amendments 
as an original .part -of .the text. 

;Mr. AJ.,J.J:SON. lias :this amendment been a-grood ·tp? 

( 
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Mr. ALDRICH. I suggest to the Senator that the paragraph 
in relation to bondholders or holders of certifica~s of indebted
ness ought to be stricken out. Its object is provided for in other 
ways. 

Mr. VEST. I.had rather not strike out the whole paragraph, 
becatlt:!e it is entirely consistent now with other provisions of the 
bill. 

Mr. ALDRICH. They caiN)nly be explanatory and might be 
confusing. Itisentirelycovered by the first of these paragraphs. 

Mr. VEST. It does no harm in the bill. 
Mr. ALDRICH. It might do a great deal of harm. 
Mr. VEST. I now desire to offer an amendment which I did 

not hear the Secretary read, to insert at the end of line 11, of 
section 59, what I send to the desk. 

The PRESIDING OFFICER. The Secretary advises the 
Chair that the same amendment was read at the end of the sec
tion. 

Mr. VEST. That is what created the confusion. That was 
not a part of the text of the bill. It is an amendment proposed 
by the committee, and ought to have been read as an amend
ment. However, as it has all been read it may as well be· acted 
on. 

The PRESIDING OFFICER. The Chair understood the 
amendment proposed by the Senator from Missouri was in the 
nature of a substitute for sections 59, 60, and 61, and it was so 
read by the Secretary, embodying all the amendments which 
the Senator from Missouri has indicated. 

Mr. PLATT. The Secretary read all the amendments which 
have been proposed? 

Mr. VEST. As part of the text, and that has created con
fusion. 

Mr. PLATT. I ask unanimous consent that the section as 
first read by the Secretary be considered as adopted. 

Mr. ALLISON. Before that is done, I desire to amend some 
portions of it. 

Mr. PLATT. Unless that can be carried out, I think the 
amendment regarding savings banks had better be read and 
adopted, and also the amendment regarding insurance compar 
nies. 

Mr. JONES of Arkansas. That was read as a part of the 
amendment as submitted from the desk. 

Mr. FRYE. And it has been adopted. 
Mr. PLATT. It has not been adopted yet. 
Mr. ALDRICH. But it is all open to amendment, as I under .. 

stand. 
Mr. VEST. If we had read the text of the bill as originally 

offered and taken up the amendments offered seriatim, there 
would not have been any trouble, and the amendments would be 
as if they were in the bill. I do not go by the new print, which 
is simply confusing, but I take the original bill and proposed to 
offer the amendments at their proper places. 

Mr. ALDRICH. I sug~est that the amendment as read by 
the Secretary at first be considered as the amendment of the 
committee and open to amendment. 

Mr. VEST. I have no objection to that. 
Mr. PLATT. That is what I suggested. 
The PRESIDING OFFICER. If there be no objection, it will 

be so ordered. 
Mr. HARRIS. That is exactly what has bean done, and I do 

not think there is any censure to the clerk. 
Mr. PLATT. Not at all. 
Mr. HARRIS. The clerk announced that what he then pro

JW3ed to read was in lieu of three sections which the committee 
recommended to be stricken out, and the substitute followed. 

The PRESIDING OFFICER. The Chair was of opinion, and 
so announced, that the amendment proposed by the Senator 
from Missouri was in the nature of a substitute for sections 59, 
60, and 61. 

Mr. GRAY. Has the unanimous consent asked by the Sena-
tor from Rhode Island [Me. ALDRICH] been a-eted upon? 

The PRESIDING OFFICER. It has. 
Mr. GRAY. That fixes it. 
The PRESIDING OFFICER. It is considered as agreed to; 

and now the question is upon the amendment asa whole. 
The amendment was agreed to. 
Mr. ALDRICH. It is open to amendment now. 
Mr. ALLISON. I move to amend on page 187, line 20, after 

the word "companies," by striking out the remainder of the 
paragraph. 

The PRESIDING OFFICER. The Secretary will state the 
amendment proposed by the Senator from Iowa. 

The SECRETARY. In line 19, on page 187, it is proposed to 
strike out all after the word" companies," as follows: 

And all other corporations, companies, or associations doing buS'lness !or 
profit in the United States, no matter how created and organized. 

Mr. ALLISON. Mr. President, I mgve this amendment for 

the purpose of ascertaining a little more fully the scope of the 
amendment as now proposed by the committee. Thus far it has 
been the purpose of the committee and of the Senate in dealing 
with amendments to liberalize these provisions. The amendment 
of the Senator from Missouri [Mr. VEST] on behal! of the com
mittee strikes out three sections inserted by the House of Rep
resentatives, and in effect changes the scope of the original pro
vision of these three sections. The three sections in the bill 
are taken principally from the old laws respecting incomes. 

Those provisions were intended to malie more certain the 
collection of the income tax, and were inserted in the law of 
1862, the law of 1864, and the laws passed in subsequent years 
for that purpose. It was said then, as we have heard it said 
two or three times during thi:a debate, that the ~ncome tax 
would. be evaded by those who ought to pay it, and the object 
of inserting these provisions in the income-tax law during the 
war and after the war was to require the great corporations of 
the United States to pay the incomes for the beneficiaries, de
ducting the amount or the income from the interest on bonds 
and dividends paid and the money carried to surplus. 

That was the original object, as I understand, of the sections 
relating to corporations, but in the sect~ons of the original acts 
and the amendments every corporation was named; that is, the 
character of the corpot·ation was named, and there were but two 
kinds of corporations in our income-tax law originally. Those 
were moneyed corporations, such as banks, trust companies, 
and quasi money corporations, such as insurance companies, 
building associations, etc. That was one class of corporations. 

Another class consisted of transportation companies. which 
carried for hire. During all the period of the income tax from 
1862 to 1871 no other class of corporations was included. All 
the small corporations of the country were left to the originaJ. 
operation of thA income tax; their dividends were paid, ii divi
dends were declared, and carried in the income statements and 
returns of the individual members of those corporations. 

'fhe Rouse of Representatives in those three sections changed 
entirely-although they adopted substantially many features of 
the old laws-the character of the income tax by sweeping in 
not only the corporations named here and named in the old laws, 
but by sweeping in every corporation of every name and nature, 
no matter how created or how organized, or how small or how 
great. Thus it is, that we have in the pending bill a provision 
which not only applies to the great money corporations of the 
country and to the great transportation companies of the coun
try, but which applies to every corporation, however small, in 
every State in the Union. That perhaps would not be so objec
tionable if it were not for the fact that by the terms of the bill 
there is a discrimination made against these people, which is an 
unjust discrimination. 

We have decided here by several votes in this Chamber thatl 
every person who is liable to the income tax is authorized to \ 
exclude from his return his taxes upon that income; first, $4,000, ' 
and then he is allowed to exclude from it all the taxes which he 
pays, State, national, and municipal; thus swelling the exemp
tion of each individual in many cases many thousands of dollars 1 
more. If, however, a man or a woman or a minor child holds 
ten shares in the smallest corporation in the United States, ' 
which yields only $50 upon those ten shares, ~hat person is com
pelled to pay an income tax of 2 per cent upon those shares iD..J 
that corporation. 

Mr. President, I have waited to see whether the committee 
could not in someform, by some provision, provide for this great 
injustice which will apply to thousands and hundreds of thou
sands of people in every State of the Union. 

Mr. HILL. If the Senator will allow me, I will suggest that 
at the proper time, on the conclusion of his remarks, I have 
three amendments to cover the very point which he suggests, 
which I propose to offer. 

Mr. ALLISON. I do not, of course, know what amendments 
are to be pronosed by the Senator from New York. 

Mr. HILL.- The Senator's criticism of the bill as it stands is 
perfectly well taken. 

Mr. ALLISON. What I want to do now is to see if we can not 
do exact justice to these small investors. I want this bill, when 
it shall go from the Senate, to do as nearly equal justice as we 
can do to the small investors in the United States. 

Mr. HALE. Let me ask the Senator whether he conceives 
that the language he seeks to strike out, "and all other cor
porations, companies, or associations doing business for profit 
in the United Stat.es, no matter how created and organized," 
would include any large corporations, or are all the large cor
porations, which he seeks to reach by this provision, provided 
for in the explicit clause which precedes these words? 

Mr. ALLISON. There may be some large manufacturing / / 
corporations which would be excluded by the amendment I pro
pose. 
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Mr. HALE. Would the Senator desire to exclude these, or 

could he frame his amendment by a limitation as to the amount 
of capital stock or something of that kind, so that these small 
concerns, which I think everybody wishes to encourage, would 
not be subject to the provision? 

Mr. GRAY. As I read the language in the section, if you 
struck that out there would be nothing to apply to the sugar 
trust corporation, so called, the great industrial corporation. 

Mr. HALE. The small concerns would be saved by inserting 
a limitation as to the amount of capital. 

Mr. ALLISON. I do not wish to include in the amendment 
I have proposed any of the large corporations. I only move to 
strike these out for the purpose of reaching the point which I 
am making, and that is, that thi<; section as it stands applies to 
the small corporations which are scattered throughout the 
United States. It may be limited, as the Senator from Maine 
proposes, by fixing the amount of bona fide capital paid in. 

Mr. HALE. Let me suggest to the Senator whether it would 
not be better, lest this may exclude something which we all wish 
to have provided for, instead of striking out the words " all cor
porations, companies, or associations doing business for profit in 
the trnited States, no matter how created and organized,"to add 
to them "whenever such corporation, company, or association 
shall not exceed in the amount of its capital stock paid in 
$100,000." . 

Would not that cover the thought which the Senator has in 
mind? · 

Mr. ALLISON. That covers practically one thought I have 
in mind, but there is still another thought _to which I wish to 
refer before I take my seat. 

Mr. President, there are in my State, I have no doubt, 500 
corporations which are engaged in manufacture, in trade, and 
in business of various kinds, every one of which will be com
pelled, under this provision as it stands, to pay 2 per cent upon 
the profits which they make, practically the gross profits, upon 
the amount of money they have invested in the corporation·. It 
would be an injustice to these people that this should be done. 
I desire that this shall be done either by excluding every_ cor
poration not named-and I am willing to name the great indus
trial corporations of the country, in order that there may be no 
mistake about that-or in any proper way; but I do not want to 
include the smaller corporations I have described. -

Mr. FRYE. Will the Senator allow me a word? 
Mr. ALLISON. Yes, sir. 
Mr. FRYE. I presume it is true of the Senator's State, as 

it is of mine, that in every county in the State there is to-day a 
portion of the farmers who utilize their milk in making it into 
butterand cheese. I presume in my State there are one hun
dred of these associations where the capital stock would be 
twenty-five thousand or fifty thousand dollars, and all paid in 
by the farmers. Then they carry their milk and manufacture 
it into cheese or into butter or something of that kind, and di
vide the profits. Is it possible that the committee desire to im
pose a tax of2percenton the net profits of those little concerns? 
They are hardly entitled to be called corporations, but they are. 
It is true all over the North that to-day the farmers work in 
that way in disposing of ~h«:ir: milk. It is equally true in my 
State, and I suppose that 1t 1s mothers, that there are little cor
porations which can fish and lobsters, and things of that kind 
with perhaps a capital of only $25,000. 

Mr. HALE. It applies to almost every form of human in
dustry. It is the fashion now instead of making a partnership 
to form these little associations and put in twenty-five, forty, or 
fifty thousand dollars. They ought to be encouraged rather 
than discouraged. 

Mr. HOAR. This does not include partnerships. It applies 
only to companies, corporations, or associations. not partner-
ships·. · 

Mr. HILL. It makes a discrimination against corporate in
vestments. 

Mr.- ALDRICH. I should be glad to have the Senator from 
Missouri state whether the interpretation given to this bill by 
the Senator from Massachusetts in his opinion is a correct one, 
because if the word "association" here includes partnerships, 
as the Senator from Massachusetts stated, as I understand--
~ Mr. HOAR. I did not say that. 

Mr. ALDRICH. That is wha;t I understood the Senator to 
say. 

Mr. HOAR. I said "companies." 
Ml'. ALLISO:ij'. I do not understand, and I should be glad to 

have the Senator from ·Missouri state, whether he un<ferstands 
tha~ this se~tion and the subs~quent se~~ions regulating this 
.subJect are mtended to deal w1th anythmg but associated cor-
porations? ~ 

·Mr. VEST. That is the meaning of it. I have not had any 
doubt about it. If I had intended to use the word " partner-

XXVI-428 

ships," I should have said '.'partnerships." Foi· instance, take 
building and loan association.s. That is the way they style 
themselves. They are not called "companies;" they are not 
called "corporations" eo nomine, but they are called '~ associa
tions." Two or more individuals associate themselves, and we 
have a chapter in the Revised Statutes of Missouri which pro
~ides for these associations. They are quasi corporations. 

Mr. HALE. That is not a private business partnership. 
Mr. VEST. No; that is not a partnership. 
Mr. ALLISON. The amendment suggested by the Senator 

from Maine of a limitation upon the capital. and another amend
ment which I shall be glad to offer later on, cover the point I 
desire to make as to this subject especially, but I do not see why 
it is that we should not be absolutely careful to exclude from the 
operations of this act all these small corporations. We have 
just liberalized this very provision by excluding . from the cal
cula-tion bonded indebted~ess of every kind, and other indebt
edness, and we have remanded to the individual person whore
ceives an income from bonds the question of making his return 
of that income in this very provision as now amended by the 
Finance Committee. 

We liave thus eliminated every suggestion that the corpora
tion itself shall deduct the income 'from its bonds and charge it 
over to the bondholders, as the original income tax law did. 
There is ~othing now to ~e taken from the great body of these 
corporations except the dividends, and they are to be deducted 
and the receiver of the dividend can then put in with his ex
emption the amount paid by the corporation on his behalf. So 
I shall modify my amendment by providing that this shall not 
apply to any corporation, company, or' association having bona 
fide paid-up capital of not exceeding $100,000. · 

Mr. HALE. Let those words come in at the end. 
Mr. ALLISON. It is a purely arbitrary distinction; but you 

must make this distinction at some point, unless you strike out 
all these private industrial corporations. 

Mr. HOAR . . I havedra\Ynan amendment which should come 
in as an addition to the language of the original text before it 
is struck out, to which I should like to have the Senator from 
Iowa listen, if he will. I do not want to take him off the floor. 

Mr. ALLISON. I will listen to the Senator. 
Mr. HOAR. There are in my State, and I suppose in nearly 

all the States now, an enormous number of persons who form 
themselves into what are called joint stock companies, but which 
are corporations in the lawfor two purpoaes, first, to escape the 
personal liability for debt beyo;nd the limit :fixed, whatever it 
may be, and, next, so that whenever a single partner goes out 
or dies or becomes insolvent on his private ac~ount, or anything 
else which would dissolve the corporation, there is not to be a 
legal liquidation of the whole concern. These two latter are 
quite as important a~ the former. 

Some of these companies never divide. One instance came to 
my knowledge the other day which was founded with a capital 
of about $80,000, and had a very profitable business, and in
creased to an investment of $800,000, I suppose without any 
debts at all, the original ca.pital stock of which company would 
come within the Senator's amendment. At the same time this 
corporation, if it is to betaxed at all, should have anexemption 
of a sum equal to the aggregate of the exemption of the men who 
compose it. ·Suppose they are not allowed the exemption pn their 
other property. Here are two men who go into partnership; 
they put in their whole property and their whole labor, and 
they do not divide anything except what is necessa1·y for a fru
gal support. 

Mr. ALLISON. That reaches another point with which I did 
not in tend to deal. 

Mr. HOAR. Is not that an absolutely just principle univer
sally comprehended, that such an institution shall pay,op its re
ceipts, it having the benefit only of the exemptions which the 
nien who compose it are entitled to? 

Mr. ALLISON. Very well; but suppose there are a hundred 
stockholders and each one of them is entitled to an exemption 
of $4,000? Certainly they should be, but that is only an argu
ment against including corporations at all. 

Mr. HOAR. If the Senator will allow me I will read my 
proposition. It is as follows: 

Provided, That there shall be allowed to said corporation, company, or as
sociation an exemption equal to the aggregate of the exemptions to which 
such stockholders would be entitled in estima.ting their individual taxes, 
not including, however, any exemption which may be allowed such stock
holders as individuals. 

Why does not that cover the whole thing? 
Mr. ALLISON. That i:naybe a very good provision, butwhat 

I desire is that the small corporations shall not be disturbed at 
all by this army of taxgatherers. I do not suppose that it is the 
intent and purpose of those who propose to pass this la.w that · 
we shall immensely increase the working force of the Commis
sioner of Internal Revenue, and yet1 unless modifications and ex-

_,. 
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elusions are inserted here there will ha.ve to be an army of col
lector!!~ and deputycollectors equal to that army which we found 
at the close of the war when everything that was produced and 
everything that was sold was taxed, and the taxgatherer was 
found in every household in the land. 

We are liberalizing in this bill, I say frankly, the income-tax 
law as compared with any law that was on our statute books dur
ing the war. We have exempted $4,000. That means an ex
emption 'Of a man who may be worth $150,000 in my State. If he 
is a large landholder and has no income from it he pays no tax. 
He may have one-half of an estate of $200,000 in land which 
yields him no income and another $100,000 of property that does 
yield an income, and still he is exempt from taxation under this 
proposed law. Therefore it is to be a liberal law to every indi
vidual who has property and earnings as respects the exemp
tion. 

When we have done that,. then we propose to reach all the 
people in every State who, not caring to take care of their own 
propertyt invest small sums in small corporations. I know in 
the city in which I live some years ago a manufacturer of furni
ture failed. The twenty skilled mechanics who were employed 
by him united into a corporation in my city, and for ten years 
they have been conducting the business. They now conduct a 
business of $150,000 a year, yielding to them probably an annual 
income of $10,000. There is not a man in the corporation who is 
worth $5,000, and yet the taxgatherer will come under this bill 
and sweep .in, as against those mechanics, 2 per cent upon their 
entire earnings. 

I know of farmers in my State who have contributed-some 
$100, some $200, and others $500-to what we call creameries, 
producing the vast amountof butter produced in that State, the 
amount last year amounting to $33,000,000 in value. Those 
little creameries are conducted in all the villages in my State 
by small corporations., the largest capital in any of them proba
bly not exceeding $20,000. The taxgatherer is to go over the 
farms and in the villages and find out how much those cream
eries have produced, whereas perhaps the total profits of any 
one of them would not exceed $4t000. 

Yet because those men have invested their small earnings in 
these little corporations in their own village, they are to be 
visited by the taxgatherer and they are to have wrenched from 
them 2 per cent; whilst other great corporations, with thou
sands in money, are to have an exemptinn of $4,000 or $6,000 or 
$7,000, perhaps, if they are p3.ying a large amount of taxes upon 
unoccupied and unproductive land. 

Mr. VEST. My friend from. Iowa is drawing an appalling 
picture here of enormous taxation on an association of mechanics 
in his own town. Let me call his attention to what he, in the 
vehemence of his eloquence, has overlooked. He says there 
are twenty of them, and they make $10,000 a year, according to 
the language of the bill, over and above all their operating 
and business expenses, excluding their losses and interest upon 
their bonded and other indebtedness. The tax would be $200, 
and that would be $10 to the man. 

Mr. ALLISON. It is not the amount of the tax; it is the 
smallness of the provision that I object to. 

Mr. VEST. Oh, I thought it was the amount. 
Mr. ALLISON. I do not object to the amount. 
Mr. ALDRICH. If the same product was produced by them 

as individuals they would be saved the tax. Why should they 
pay a tax of $10 because they work together? 

Mr. HALE. Or suppose it was a technical partnership, and 
nothing more. 

Mr. ALLISON. They would be exempt. 
Mr. HALE. Such little com-panies and corporations take the 

place of small partnerships. The partnership would be ex
cluded. Every member of the partnership would have to make a 
return on his private income and there alone would he be touched. 
I do not believe when the committee itself considers the desira
bility of encouraging all of these small concerns it will insist 
upon rejecting the amendment of the Senator from Iowa. One 
thing that is lamentable in this country is the general scope 
and swing and aggressive nature o.f great corporations. They 
monopolize every form of human enterprise. 

The men who fifty years ago began in a small way and in
creased and became larger in their enterprises and passed into 
prosperous, thrifty, aud wealthy citizens are few; they go into 
the great corporations in which in-dividual enterprise is stifled. 
There is no -provision in the bill that tends more to stifle and 
destroy the small fruits of human enterprise than the provision 
unamended by the amendment of the Senator from Iowa. 

Mr. ALLISON. All I desire is to exemptfrom the operation 
or the bill the peo-ple who have small incomes and under it have 
pn way of securing exemption. I had hoped that before we 
reached thispointthe committeewoulddevisesomeway whereby 
the exemption could be made, but I se.e no suggestion of that 
cha-racter. 

Mr. VEST. This is a. most liberal bill to corporations. 
Mr. ALLISON. I know it is liberal to corporations, and that 

is what I complain of. 
Mr. LINDSAY. AB I understand the positionof the Senator 

from Iowa, he wishes the bill so reformed as that the stock
holder who receives a small dividend from a large corporation 
shall be taxed-

Mr. ALLISON. No, sir. 
Mr. LINDSAY. And the stockholder who receives a small 

dividend from a small corporation shall not be taxed. Is that 
the logic of the Senator's position? · 

Mr. ALLISON. I shall endeavor to state the case. I have 
already said that as we have liberal provisions in the bill as to 
individuals, exempting them to the extent ol $4,000, and many 
t!Iousands more if their property is not invested in a ~orporar
tion. We have made that exemption. I say that is an injustice 
to a man who has invested his money in acorporation unless we 
mean to punish him for doing that thing. I shall be glad to 
draw to my side the Senator from Kentucky. I will sit down 
with him with as much patience as I can on a hot evening and 
try to do justice to a small stockholder in a big corporation, and 
if he will not help me to do that, and the committee can not do 
it, then I should be glad to , have him help me reach a small 
stockholder in a small corporation so as to do as little injustice 
as possible under the bill. If he will not do that, then I must 
offer the amendment which was kindly written for me by the 
Senator from Maine, while I was speaking, exempting wholly 
from the operation of this proposed law corporations not having 
a capital exceeding $100,000. I want the Senator from Ken
tucky to tell me what will be the injustice of doing that thing. 
Already the Senator from Kentucky has voted for a proposition 
which excludes all the bonds of all the corporations in the 
United States from this bill. The people who receive incomes 
upon the bonds are relegated to their integrity in malting a re
turn. 

Mr. VEST L Does the Senator from Iowa think it is wrong to 
keep out those bonds? 

Mr. ALLISON. Certainly not. I am not complaining of it; 
I am endeavoring now to bring the Senator .from Kentucky to 
our side of the question. If that be true, why can nut the 
small people, why can not these mechanics in my town, about 
whom the Senator from Missouri is disturbed, be trusted to make 
a proper return oi their income if it is over $4,000? Why can 
not the stockholders in the little corporation I have spoken of 
be trusted to make as honest returns as other people m.ake hon
est returns? 

For myself, not being under the stringency that we were dur
ing the war, and in the years immediately following the war, I 
should be willing to follow the suggestion of the Senator from 
Connecticut the other day and make this a bill as against every 
person who has an income, making them pay the same amount, 
and thus by that sweeping method do justice to all citizens of 
the United States. But it seems the committee has decided 
otherwise, by sweeping in aJl the stocks of all stockholders in 
all the great corporations. If the Senator from Kentucky can 
devise a method by which that will be excluded I will join him 

· in it. If he can not I hope he will join me in the amendment 
which I have offered~ 

Mr. HALE. The Senator from Iowa withdraws his first amend
ment? 

Mr. ALLISON. I withdraw the :fi.rst amendment. 
Mr. HOAR. 0! course there never before has been any in

come tax on corporations. In 186! corporations were taxed in 
another way. 

Mr. ALLISON. There has been no tax on corporations, as 
such, I agree. There was no tax except upon their surplus. 

Mr. CHANDLER. The war taxes upon incomes were taxes 
upon individuals. If every individual in the United States pays 
an income tax why should there be an income tax imposed upon 
corporations? Is not every dollar made by a corporation and 
declared as a dividend of profit taxed to the indiv1dual? 

Mr. ALLISON. There would be one reasonforit. It maybe 
necessary in the great corporation to reach a surplus each year 
which is not carried to dividends, and that is provided for in the 
bill. It was proyided for in all the income-tax laws during the 
war. It was done to reach a surplus that was carried to what is 
called the surplus fund, and I see no inequity, if we are to h.a.ve 
an income tax, in taxing a surplus if we are to tax the individual. 

Mr. CHANDLER. I ask the Senator if the bill does not pro
vide, .first, to tax the individual and then to tax the corpora
tion, and does it not also provide that in taxillg' the individual 
you shall deduct the amount which the corporation is taxed? 
So it would be just as well and bring in exactly as much money 
to tax the individuals and not tax the corporations. 

Mr. ALLISON. Tha-t is true. You would get less from divi· 
dends; but you would not reach the surplus. 

Mr.CHANDLER. Very good. Thenhavethesurplus taxed. 
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Mr. ALDRICH. If ihe Senaior from New H~mpshire w~ll 
allow me, I will state that there is another very 1mport~t d.IS
tin.ction. If all the people in the "United States who re~ruve In· 
come from either the bonds or the stock of . curporations had 
$4,000 per annum, then the statement of the Senator irom ~ew 
Hampshire would be correct and there would be no ex~mptwns 
in one case that did not exist in the other. But .there IS a -:ery 
large class of stockholders or holders of bonds m corporations 
who receive less than $4,000, and those people are taxea by tne 
provisions of the bill. 

Mr. ALLISON. The bondholders are exempted by the -pro-
vision. · h .. 

Mr. GRAY. The bondholders pay on~ e1r m~o~e~. 
Mr. ALLISON. They pay on their mcome If It IS abo-ve 

$4,000. . f $-0 000 i Mr. ALDRICH. If a man recei-ves an mcome o v., r<?m 
the bonds of a corporation he is exempted; if he receives an m
come of $50 from the stock of a corporation he is ta;xed by th:e 
pro-visions of the bill, without reference to the fact whether his 
income reaches $~,000 or not. . . 

Mr. HOAR. I should like to inquire of the .comm;tttee, 1n 
order to make clear what I understand they say 1s the1r mean
ing whether there is anv objection to adding after the word 
"organized" the words "~but not ~eluding p~t~ers~ip_;?':. ~ 
am afraid that the phrase "compan~es o; assoc~ations 
" no matter how created and orgamzed, ' does Include partner
ships. 

Mr. VEST. This language is ~aken from ~he:: act, of 1864. 
That act uses the words "corporatwns or associations. 

Mr. HOAR. Not "companies?" . . . , 
Mr. VEST. Yes, "companies, corporatwns,. or assoCiatwns. 
Mr. HOAR. If the Senator has that clause m the act before 

him I should like to have him read it. 
Mr. CHANDLER. The act of 1864 did not ta;x the incomes-of 

corporations. It taxed corporations another way, . 
'Mr. ALDRICH. It taxed a certain c1ass of corporations. 
Mr. CHANDLER. But not by an income tax. 
Mr. ALDRICH. Not corporations generally. . 
Mr. VEST. I referred to what was called the excrse tax, 

which was in force when the income-tax law of 1864 was enacted. 
Mr. ALLISON. The tax of1864wasataxonindivid~lswith 

an exemption of $600, and in order to secure that tax 1t. made 
the corporations the agents of the q.oyernment to collect 1t, ~d 
that is all there was of it, except d1v1dends upon sums carried 
to the surplus. . 

Mr. VEST. Here is the language to which I referred. It lS 
in the act of the Thirty-eighth Congress, first session, chapter 
173 "manufactures artic1es, and products." This is not the 
inchme-tax law, but'it is what is call the excise law, the manu-
factures law: · 

SEC. 82. Be it further enacted, T.ha.t evefy individual, partue-rsh~p, firm, as-
sociation, or corporation-

Mr. HOAR. Exactly. 
Mr. VEST. That was the language. 
Mr. CHANDLER. That is the manufactures tax. 
.Mr ALLISON. It is the tax on cotton. 
Mr: HOAR. That act uses the word "partnership," and in 

terms it includes individuals. 
Mr. VEST. The words were': every individual, partnership, 

firm, association, or corporation." 
Mr. HOAR. It does not say" company." It is not the pur· 

pose of this section to include partnerships. They are dealt 
with in another way, and the exemption belonging to the indi
vidual partner is to be secured in another way. 

I should like to ask my friend irom .Missouri, who is a good 
lawyer and does not want to draw a bill and be responsible for 
an act that has doubt in its meaning, whether it is not better to 
make his meaning clear, and whether it is not, to say the least, 
a doubtful question whet.her th~ clause "corpo:ations, C?m
panies or associations dorng busrness for profit m the Uruted 
States: no matter how created and organized," does not include 
partnerships? 

I sa:v on my responsibility as a lawyer that I think it does. I 
should give that opinion as at present advised to a client or to 
an officer of the Government. I can not conceive a more apt 
descripti~n of a partnership than "com:p~es o.r associations 
doing busmess for profit." If a partner_ship 1s not a company or 
association of men doing business for profit, what in the world 
is it, however established or organized? The clause is made 
clear to everybody by simply adding the words, "ana notin
cluding partnerships," and that is what I suggest to the. con
sideration of the Senate. I gave notice oi that amendment. I 
shrulnot.offerit at this moment because I want to offeranother 

Mr. FRYE. But if it should be offered and voted down, then 
it woted be an instruction to t'he internal-.revenue collaQtor that 
.the cla.use does include partnerships. 

_l l 

Mr. VEST. Let the amendment go o-ver. 
Mr. HOAR. The Secretary will take down the amendment. 

I propose to add after the word "organized," in line 22, page 181, 
"but not Including partnerships." 

Now I wish to move as an addition, to which I also ask the 
attenti~n of th~ Senator from Missouri and the Senator from • 
Iowa, the iollDwing proviso: 

P1·ovided, That there shall be allowed to said corporation, company, or as· 
soeiation an exemption equal to the aggregate of the exemption to which. 
such stockholders would be en.titled in estimating their individual tax, not 
Including, however, any exemption whiC'h ma;yhave been allowed to such 
stockholders as indiv.idua.ls. 

If we are goin~ to have an income tax and if it is goingtoin
clude business corporation£~, I do not think it is just to drawthe 
line merely at a certain amount of capital stock, because, as I 
said just now, that does not fairly e~timate eit~er the in vestlr!ent 
or the earnings. I know a corporatiOn thecap1tal stock of whiCh, 
I think is a million and a half, which has an inveitment of sev· 
eral nri.h.ions now. I know another corporation which began 
business about 1864 with a ca"Pital of seventy or eighty thousamd 
dollars (I de not know but that it was $60,000), and which, con
tinuing the same capital, has an invesimen:t of over $800,000. 

The men who own that corporation have received dividends 
barely equal to a frugal living, and I suppose they llave h~ sal
aries or something of that kind, which they have been paid, and 
they have not divided their earnings or accumulations; they 
have let them stand as a surplus. . 

Mr. HALE. Now, if the Senator from Massachusetts desn·es 
to have that company taxed we can finq. a war _in P.hraseology bJ 
which it can be taxed. The general propositiOn 1s good,.bu_t if 
the Senator has a corporation which he thinks under this pro
vision is going to escape and he wants it taxed, we can find some 
language to cover it, of course. 
Mr~HOAR. I dare say. If this provision is to pass it should 

pass on a principle which is just to some hmna.n being who will 
have some justice under it. · 

Mr. ALLISON. Will the Senator from Massachusetts allow 
me, as he seems to be arguing against the amendment which I 
offered? I stated to the Senator from Kentucky [Mr. LINDSAY] 
thatlBhould be glad to follow any Senator in dealing with this 
whole question of exemption, but even if that were done I do 
not see why the small corporations of small incomes should have 
the taxgatherer about them twice a year. 

Mr. HOAR. If what the Senator means is not only to protect 
them from their exemption, but also to protect them from re
turn£~ of course I shalf be glad to follow him in that respect. 
Mr~ PEFFER. I wish to suggest to the Senator from Mass~ 

chusetts and to the Senator from Iowa whether we could not 
get out of this difficulty by simply exempting $4,000 of tJ:e net 
income of these corporations. Four thousand pollars. IS the 
usual exemption to individuals. Would not that be JUSt all 
around? 

Mr. ROAR. The answertothatsuggestionis,,hereare three 
or four young mechanics who form a corporatwn for reasons 
which have been stated. All they have in the world is their 
earnincrs from that stock. Now, ought not each of them have 
as much exemption as the man who is doing_ busine~s alone by 
their side? Here are four men who are domg busmess separ 
rately. Each gets his $4,000 exemption. Here are four men 
who do exactly the same thing together, and there is but one 
$4,000 exemption for the whole four. 

Mr. PEFFER. Would not that relieve the situation, how
ever, from the embarrassment? 

Mr. HOAR. Not in the least. It would be unjust, as I un
derstand it. 

Mr. HARRIS. Mr. President-
Mr. HOAR. Let the amendment of whieh notice has been 

given be printed. 
The PRESIDING OFFICER. The amendment suggested by 

the Senator from Massachusetts will be printed. 
Mr. HARRIS. I move that the Senate proceed to the consid

eration of executive business. 
The motion was agreed to; and the Senate proc~eded to the 

consideration of executive business. After five mmutes spent 
in executive session the doors were reopened and (at 6 o'clock 
and 18 minutes p.m.) the Senate adjourned until to-morrow, 
Wednesday, June 27, 1894, at 10 o'clock a.m. 

NilliTNA TIONS. 
Executiw nominations received by the Senate Jun.e ~6, 1891,. 

UNITED ST:A TES CONSTIL-GENERAL. 

Charles ·de Kay, oi New York, to J;>e oo~s~i-general m th• 
United States at Berlin, Germ::my, v1ce Wilham Hayden. Edo
wards, deceased. 

·· ~ 
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UNITED . STATES CONSUL. 
William Myers Little, of North Carolina, to be consul of the 

United States at Tegucigalpa, Honduras, vice James J. Peter
son, recalled. 

ASSISTANT SURGEON MARINE HOSPITAL SERVICE. 
Assistant Surgeon Benjamin W. Brown, of California, to be 

passed assistant surgeon in the Marine Hospital Service of the 
United States. 

POSTMASTERS. 
Enoch Moore, to be postmaster at Wilmington, in the county 

of Newcastle and State of Delaware, in the place of Daniel F. 
Stewart, whose commission expires June 26, 1894. 

Will E. Newman, to be postmaster at Lancaster, in the county 
of Fairfield and State of Ohio, in the place of Charles B. Mar
tin, whose commission will expire July 9, 1894. 

Peter B. Davis, to be postmaster at Narragansett Pier, in the 
county of Washington and State of Rhode Island, in the place of 
James D. Caswell, whose commission will expire July 9, 1894. 

Henry Vits, to be postmaster at Manitowoc, in the county of 
Manitowoc and State of Wisconsin, in the place of Nancy Smart, 
whose commission expired June 23, 1894. 

PROMOTIONS IN THE NAVY. 
Lieut. Commander Charles S. Sperry, to be a commander in 

the Navy, from June 22, 1894, vice Commander George R. Du
rand, retired. 

Lieut. Francis H. Delano, to be a lieutenant-commander in the 
Navy, from June 22,1894, vice Lieut. Commander C. S. Sperry, 
promoted. _ 

Lieut. (junior gl'ade) Edward Lloyd, jr., to be a lieutenant in 
the Navy, from April16, 1894, vice Lieut. William J. Barnette, 
promoted. , 

Lieut. (junior grade) Harry P. Huse, to be a lieutenant in the 
Navy, from May 13, 189!, vice Lieut. John Garvin, retired. 

Lieut. (junior grade) Richard M. Hughes, to be a lieutenant in 
the Navy, from June 22, 1894, vice Lieut. F. H. Delano, pro
moted. 

Ensign Guy W. Brown, to be a lieutenant {junior grade) in 
the Navy, from April16, 1894, vice Lieut. (junior grade) Edward 
Lloyd, jr., promoted. Subject to the examination required by 
law. 

Ensig-n William B. Fletcher, to be a lieutenant (junior grade) 
in the Navy, from May 13,1894, vice Lieut. (juniorgrade) H.P. 
Huse, promoted. 

Ensign Marbury Johnston, to be a lieutenant (junior grade) in 
the Navy, from June 22, 1894, vice Lieut. (junior grade) R. M. 
Hughes, promoted. Subject to the examination req ulredby law. 

FINDINGS OF COURT OF CLAIMS. 
The SPEAKER also laid before the House findings of the 

Court of Claims in the following cases vs. The United States, 
namely: D. T. Wood and John W. Rowlett; which were sever
allyreferred to the Committe.e on War Claims. 

LABOR DAY A LEGAL HOLIDAY. 
The SPEAKER also laid before the House the bill(~. 730) 

making Labor Day a legal holiday. 
Mr. McGANN. Mr. Speaker, I would like to ask present con

sideration for this bill. 
The SPEAKER. The bill will be read, arter which the Chair 

will ask for objections. 
The bill was read, as follows: 
Be it enacted, etc., That the first Monday of September in each year, being 

the day celebrated and h"'lown as Labor's Holiday, is hereby made a legal 
public holiday, to all intents and purposes, in the same manner as Christ· 
mas, the 1st day of January, the 22d day of February, the 30th day of May, 
and the {th day of July are now made by law public holidays. 

There being no objection, the bill was considered, ordered to 
a third reading; and being- read the third time, was passecl. 

On motion of Mr. McGANN, a motion to reconsider the last 
vote was laid upon the table. ~ 

CHANGE OF REFERENCE. 
Mr. DE ARMOND. Mr. Speaker, by direction of the Judi

ciary Committee I wish to suggest that the bill (H. R.l43) for 
the relief of the heirs of D. Fletcher, heretofore referred to 
the Judiciary Committee, b3 referred to the Committea on 
Claims. 

The SPEAKER. In the absence of objection the change of 
reference indicated by the gentleman from Missouri will be 
made. 

:MESSAGE FROM THE PRESIDENT. 
A messn.ge in writing from the President of the United 

States was communicated to the House of Representatives by 
Mr. PRUDEN, one of his secretaries; 'vho nlso informed the 
House that the President had approved and signed bill and 
joint resolution of the following titles. 

On June 23 189!: An act (H. R. 4720) to pension Lucy Brown, 
dependent foster mother 

On June 26, 1894: Joint resolution (H. Res.l92) granting full 
permission to the State of Maryland and to the several Shte 
courts within the city of Baltimore to occupy the old United 
Shtes court-house in the city of Baltimore for the period of 
five years. 

PUBLIC BUILDING, LITTLE ROCK, ARK. 

• 

Mr. TERRY. Mr. Speaker, I ask present consideration ot 
the bill (H. R.1934) to provide for the improvement of the build
ing and grounds of the United States court and post-office at 

CONFIRMATIONS. Little Rock, Ark. , 
Executive?wminations conji?-med by the Senate June eB, 1894. The SPEAKER. The bill will be read, after which the Chair 

will ask for objection. 
REGISTERS OF THE LAND OFFICE. The bill was read at length. 

Edwin A. Lamb, of Michigan City, N. Dak., to be register of The SPEAKEH. Is there objection to the present considera-
the land office at Bismarck, N. Dak. tion of this bill? 

Reuben Noble, of Davils Lake, N.Dak., to be register of the 1 Mr. HOLMAN. I hope there will be at least some explana-
land office at Devils Lake, N. Dak. I tion of the measure. 

RECEIVERS OF PUBLIO MONEYS. Mr. SAYERS. I am unwilling, Mr. Spe::tker, that a bill of 
that character should be passed by unanimous consent. 

Adolph W. Schmidt, of Devils Lake, N.Dak., to be receiver Mr. TERRY. I hope the gentleman will withhold his objec-
of public moneys at Devils Lake, N. Dak. tion, at least until I c::tn make a brief st"ttement and have the 

Foster M. Kinter, of Lu.moure, N.Dak., to be receiver of pub- report read. 
lie moneys at Bismarck! N. Da.k. Mr. SAYERS. I have no objection to the gentleman m?.king 

POSTMASTERS. a statement in reference to tha matter. 
Monroe G. Sisson, to be postmaster at Greenfield, in the county Mr. TERRY. This is a case of urgency, as shown by the let-

of Greene and State of Illinois. ter of the· Ron. Henry C. Caldwell, the circuit judge of the 
Sylvester S. Shoemaker, to be postmaster at Metropolis City, eig-hth circuit, which is appended to the report. The commit-

in the county of Massac and St::Lte of Illinois. tee have carefully considered the matter, and report unani
mously in favor of the bill. I ask that the report be read in my 
time. 

HOUSE OF REPRESENTATIVES. 
TUESDAY, June 26, 1894. 

The SPEAKER. The report wlll be read! if there is no ob
jection. 

The report (by Mr. BANKHEAD) was read, as follows: . 
The Committee on Public Buildings and Grounds. to whom was ret erred 

, the bill (H. R. 193i) to provide tor the improvement of the bull ding and grounds 
The House met at 12 o clock m. Prayer by the Hev. W. H. of the United States court and post-o.lfice at Little Rock, Ark., haVing con-

MTILhBURNJ '. D.lDf.,tChhaplain od~ the Sfenatete. d d d lsl~~;~il~~~a::J:>~{lgf!;~~~~r~':j~o in thig bill was purchased May, 1873, 
e out na 0 e procee mgs o yes r ay was rea an ap- and the building thereon was afterwards erected at a cost or about $221,000. 

proved. It was intended tor the use and purposes or the United States court-house, 
EMPLOYES POSTAL RAILWAY SERVICE post-omce,land omce, revenue collector, and other GoT"ernment offices at 

· Little Rock, Ark. 
The SPEAKER laid before the House a letter from the Post· From the evidence before the committee it appears that the building 

te G 1 t •tt• t t 1 t' d ted never was sufficient for the purposes indica-ted, and that on that accqunt it mas r- ener~ , rans~rn mg, pursuan o a reso u J.On a . was objected to in the very beginning by the United States district (now 
May 29, 1894, mformat10n relat1ve to the removal of clerks 1n the United States circuit) judge in that circuit, as appears in his letter here
the Railway Mail Service between the 4th day of Marchand the with submitted. Since its erection the city o~ Little Rock and the State of 
1 t d f M~ 1889• h' h f d t th C 'tte Arkansas have largely increased in populatwn, and there has been a. cors ay 0 . ay, ' W lC was re erre 0 e omm1 e on responding increase in the business of the post·ofllce, the United States 
the Post-Office and Post-Roads. court. a.nd other departments in the Government service at that point, so a-o 
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