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LIQUOR TAX LAWS.

CoMMiTTEE 0N WATYS AND MEBANS,
SuecomuitTee No. 3, o InTERNAL REVENUE,
) Saturday, Februery 3, 1906,

The subeommittes met this day ut 2 p, m., with the chairman, Hon.
John Dalzell, in the chair.

Present: The chairman and Messrs, MeCleary, Hill, Boutell, Clark
of Missouri, and Underwood.

The Crairman. The committes will come to order, and we will first
hear Mr. Humphreys, of Mississippd.

[For copies of bills under consideration, see p. T6-80.]

BTATEMENT OF HON. B. G. HUMPHREYS, A REPREBENTATIVE
FROM MIBBIESIFFI.

[For additicnal etatement of Mr. Humphreys, zee p. 71.]

Mr. Hruerreys, Mr. Chairronn and pentlemen of the comimities,
the bill that 1 want to direct your atiention to is a bill# thut provides
for an amendment of section 3240 of the Revised Statutes. at seo-
tion 8240 now provides that the internal-revenue collector shall keep
an al habeticaﬁist of the parties to whom he issues this special tax
and hava it posted in his ﬂlgicn. The amendment that 1 pro is to
require him in sddition to that &o give n certified copy t;:-i the tax
receipt which he issues to tetail liguor deslers upon request,

Mr. Chairman, I want to suy in the gutset that thix is not a prohi-
bition measure. My objection is to an ovder issued hy the Secretary
of the T'reasury, and it is an objection that the whisky men, the men
cnga in the business of retsiling liguors, would, or at any rate
should, urge just as strenuously as & man who is opposed to the sale of
liquor at all. A man who has a license to sell whisky in the State of
Mississippl, and in most of the States, 1 suppose, has to pay a very
large sum—from 600 to $1,500—and he is just as much interested
in having the blind tiger, without any license whatever, prevented
from encroaching on his rights as the man who is opposed to the sale
of liquor at all is in favor of his convietion.

Mr. Chairman, the rule which the Secretary of the Treasury has
promulgated, through the Commissioner of Internal Revenue, chan
the rule of evidence that has always existed in all common-law countries

wH. R, 4533 (see p. 76.)



6 LIQUOR TAX LAWE,

down to the date when that rule was promulgated. It extends the pro-
tection of privilege to a witnesa nng to a class of testimony that has
never been exempted under the law. The reason for giving the pro-
tection of privilege to certain classes of testimony is apparent, and it
is unnecessary for me to mention them here; but the law has always
held that the protection ufdprivilegﬂ which is extended to the lawyer,
and which enables him, and commands him, in fact, to keep secret the
communications which come to him from his elient, is subject to this
exception: That if the communication to him is of a’crime intended to
be committed—of an offense which is contemplated, one in futuro, not
one actnally accomplished—then the tion of privilege is taken
from him and he can not decline to testify in the courts; und that rule, T
helieve, 38 nniversal.

In some of pur States privilege is extended to the communications
that are made to priests at the confessional, and in those States, where
the communication evinces an intertion to commit & crime or makes
koown the fact that the confessor is contemplating a crime, under the
decisions of the States where those communications are privileged the
prieat even is required to testify.

Now, in this case the man goes to the inlernal-revenue collector and
says; ‘“Iintend to go into the Stute of Maine and engmge in an unlaw-
ful enterprise.”  If be had communicated that fact to his attorney, or
if he had conveyed it to the priest, they would be required to testif
to it in the courts. The collector of internal revenue was formerly
required to testify, too. It was so held in the 74th Federal Reporter.#
The case went up from Connecticut --the Hirsch casc—and it required
this rule of the Department to protect him,

'f]['hcé CnaieMan, What is the rule of the Department to which you
TeTer

Mr. HumpareYs. The rule of the Department is gunite a long rule,
but it is just this: The collectors shall not give copies of their records
and they shall not go into the courts and testify as to the issuance of
the receipt, and they shall oot testify at al! where a man is being
prosecuted for unlawful retailing,

Mr. Bovrren, Will you kindly give the number of the regulation
and the 50 that we miny have it in the hearing{

Mr. Homergreys. It is set out in the case of Lamberton in the One
handred and twenily-fourth Federal Reporter, which went up from the
State of Arkansas. The language of it to start with is this:

Collectors are hereby prohibited from g"win%imt any special lax reeords or any
copies thereof to private persons or to local officers or to prodece such records or
copies thereof in & State court, whether in answer to saubpenas dnees tecum or ofher-
wige. W henever such subpones shall have been se u them they will appear
in eourt and anewer thereto and respectfully decline to progg:e the records called for,
on the ground of being probibited therefrom by the regulations of this Department.

The reason which the Commissioner gives for this rule and the rea-
ron the courts have given for sustaining it is that the evidence is

tten from the taxpayer under compulsion, and that it is unfair to

ivulge it for that resson.

1 submit there is no compulsion about it at all. The only compul-
sion he is subjected to is to comply with the tules of the Department
after he has made up his mind to engage in this unlawful enterprise.

#In re Hirsch, 74 Federal Reporter, p. 928,
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He is not required to en in itat all. That matter is his own elec-
tion. He can go into tﬁe whisky business in direct viclation of the
law if he wnnhs to, or he can let it slone.  If he decides to do it, how-
ever, he is Tequired to conform to the rules of the Department in
making out hiz application. In 1784, 1 think it was the first revenne
hill, they called this tax a license. They called it u license under the
et of 1813, They called it a license in the wet of 1864, Now, in the
License Cases reported in the 5th Wallace® it was contended that,
having paid a license to the United States Government, they were
entitled to immunity from any interference on the part of the State.

The eourt held, however, in those cases that it was not a license at
all; that they hnd no ri ht to go into a SBtate and violute the la.w
becnnse of the payment of this license; that it was simply o tax.
Congress then, in 1866, to make that clear, umended the law and ,put
in the two words ¢ -apecml tax” in place of the word “hmhnﬁe
that the man could not be deceived when he paid it on the t.haury
that he was securing a license. Congress went further than that and
specifically and particularly enacted that this tax receipt shonld not be
construed as any aathority whatever, so when a man takes it, 1 submit
that the Department is under no obligation to him whatever, because
he takes it understanding thet he is receiving no anthority to violate
any State law, They have told him when t.hcy tssucd the license that
he has no suthority whatever in virtue of it to go into uny State and
engage in the business of a retail liguor dealer, and that 1f;lr he does go
he at his own peril.

ﬁ?m Cragmax. Let us get in the record at this point that section
of the Hevised Btatutes:

The payment n!l;afﬂ tax imponed by the internal-revenue laws for carrying on any
trade ar lmnmm Hl not be held to sxempt oy parson from any penalty or pnn-
ishment provided by the laws of any State for carrying on the sume w'ﬂiin snch
Btate, or in any manner to aothorize the commencement or contmuanm of such
trade or business contrary to the laws of such State, or in prohibited by
municipal law; oor shall the payment of any such tax be Eeld to prohibit any
Btate fmm placing a duty or tax on the seme trade or business for Btate or other
purposes. b

Mr. Humpnreeys. That being true, how can the (:}or&rnmantm
owe this man a duty becanse we have gotten this information
him by compulsionf We owe him no doty whatever, When he gm-a
into a State und does violate the law he goes there knowing that Le
has no protection from the Goverument, and yet he claims protection
from the Government to the extent that the Government w:l-. I not give
any information against him if he does violate the laws of the State.

The President of the United States thought this matter of sufficient
importanca to call the attention of Congress to it in his aooual mes-
gage. He laments the fact--—I believe I will read that part of it—the
laxity of the administrution of our criminal laws, € Bu¥s, among
other things:

Centuries ago it wag iall
The dumrer :ﬁn WEE 1%!:}&:%&&[&:&? E‘;’eg-:l mﬂdrrt?:]ﬁimtggrm
exactly the reverse. Our lawe and customs tell immensely in favor of the criminal
and againgt the interesta of the public he has wronged. Some antiguated and oul-

worn rules which ones safeguarded the threata rights of private citizens now
merely work harm to the general body politie.  The eriminal law of the United

¢ License Tax Cases, 5 Wallace, 462, BT, B. Rev. Btat., aec. 3243,
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States stonds in urgent need of revision, The criminal process of an'? court of the
United States should run throoghout the entire territorial extent of our country,
The delays of the criminal law, no leas than of the civil, bow atnounts Lo a very great
evil, .

The President in another place, referring to what he calls ** hootleg-
ging " among the Indians, says:

It ie gratifying to nobe that the Blates and municipalities of the West which have
meat at stake in the wellare of the Indians are taking up this subject and are tryiog
to supply, in 8 messire st least, the abdication of its trusteeship forced upon the
thm!ﬁ {hrmnmmlt. Nevertheless, I wonld urgently impress upon the attention of
the Congress the gnestion whether some amendment of the internal-revenve laws
might not be of aid in prosecoting these malefactors, known in the Indian country as
* bootleggers,”" who are engaged &t once—

Now listen to this: )
in definpding the United States Treasary of taxes and, what in for more tmporiant,
in debanching the Indians by carrying liquors illicitly into territory still completely
ander Federal jurisdiction.

The Commissioner of Intornal Hevenue reports that there are ane
hundred and sixty-odd men in the Indian Terrvitory who have Pu.id him
taxes on the business of retail liguor dealing and as retail malt lignor
dealers, and be declings to give evidence agwinst them, although the
President of the [Tnited States is calling for the enforcement of the law.

The CHATEMAR. What you seem to desire iz an amendment to the

ations
r. Huurareys., That iz all. It is to make the United States Gov-
ernment got out of the way so that the States ean enforec their own

WE.

Mr. Bowie. Let me cmphasize the point.  We have stututes in the
yurious States to the effect that the possession of one of these special
stamps frown the Government s primm facie evidence that o man is
engaged in the business.

Mr. Humpurgys. Exactly.

The Cuamman. | assume that under the law the tax collector has a
liat posted in his office where anybody can go in and sen it.

M?'? Humeiueys., Lot me say there are two reasons that bave been
gi\rcn, and only two, in all the decisions I huve ever read on the sub-
jeut, why pullic records should be protected or luve the protection of
Pﬁ\"i]ﬂg& extended to them. One is that it may be of such inconven-
lence to require the officer to leave hiz office and carry with bim his
records as to interfere with hiz public duties; and the other is this,
that it makes public certain matters that ourht not to be made publie,
and in that ease the officer would report to the court that it is not u
matter that ought to be made public.

So far us buving hisspecial tax payment keptasecret, the law requires
the eollector to post in hiz office a list of the names of all who have
paid the special tax and the place where Le intends to do business, so
there is, therefore, no seeret.  What he does do is to say: ** I will not
£o into court and carry this list with me, although the law requires
me to make the list of names public, and 1 will not give a certified
copy of the tax receipts.” In other words, ** [ will not give you any
information on the subject whatever,”

Mr. Crars, of Missouri. All von want is to bave a certified copy
of the list of those fellows who have paid the Government the retail
liquor dealers’ tax and then the State is touse that as evidence against
the fellow?




