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on their circulation, one per cent on their capital beyond the amount invested
in government securities, and five per cent. on their income or earnings. All
this is paid from the ordinary earnings of a bank, and reduaces its profiis to the

extent of the taxes paid, whereas all other irporations, manufacturers, &c., are |

permitied to increase their rates and charges to a sum more than adequate to
cover the amount of taxes paid, thus preserving their profits intact, and catsing
their burdens upon the public, in the capacity of consumers, travellers, &e.

It iz not through palpable injustice to vested interests, and by a disgraceful
violation of public faith, that the subject of State taxation should be reached.
If public policy demahds a contribution to State and local expenses at the
hands of these institutions, there is a mode of attainment not distant which
can be reached without a breach of national honor. Nearly three-fourths of
the public debt is <ither not funded, or matures at the option of the govern-
ment, within a short period, and almost the whole amount within the next
eight years. It is within the power of the government at such time, without
violence to its engagements, to try the experiment of issuing bonds subject to
State taxation, or of borrowiag at a less rate of interest than iz now paid, thils

ishing its present obligations to its creditors. But every dictate of ex-

7 and justice, its character and credit at home and abroad, demand that

and the highest judicial tribunal of the nation shall frogm upon all

attempts to override the constitutional functions indispensable to the preserva-
tion of the credit and stability of the government.

But as neither public policy nor constitutional right can at present allow the
taxation of national banks for State and local purposes, it would be equitable
that these institutions should pay, say one per cent., on their capital, (irrespee-
tive of the amount invested in public stocks,) in lieu of all present taxation for
revenune purposes, and one-half of one per cent. on their circulation as an in-
demnity to the government for the expense incurred in furnishing the banks
with circulating notes, and meeting the expenditures incidental to the adminis-
tration of this bureau. Perhaps a preferable method in relation to the expenses
thus incurred for eirculation and supervision would be found in waiving the
tax on circulation, and meeting the expenditures required by such direct assess-
ment on the banks as should be equitable.

There are some amendments to the national currency act suggested by the
experience of its practical workings, which, if ;ninph-d, would prove of great
utility, the most important of which has already been alluded to—requiring
banks to redeem their issues at par in ®ither of the cities of New York, Boston,
or Philadelphia, as the only certain method of securing for national bank notes
a uniform par value in every section of the country, and prevent an excess of
issues beyond the legitimate demands of business.

A penalty ghould be imposed upon banks for issuing notes with the engraved
and printed signatures of the officers. The greatest protection against coun-
terfeiting is found in the written signatures of those through whom the bills are
uttered. The fact that they are writien and not printed renders it incumbent
on the counterfeiter to attempt an imitation through the same instrumentality
on each note. He may make a fac simile of the signature once, but in the
very next attempt make such a variation as to discloze the spurious character
of the note. DBut a printed signature being once correctly imitated, the same
result is produced at each revolution of the press with mechanical accuracy.
.J.u.az ‘as safely might the merchant send his notes to an engraver to have his
signature and those of his indorsers stamped thereon, as for banks to have
their notes executed through this process. Unless all possible guards which
ingenuity can devise be thrown around the currency, it will soon be difficult to
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distinguish the spurious from the genuine issue, and bavks will be as likely to
redeem the former as those of their own promulgation.

By the first section of the national currency act, the burean under which
its operations were to be carried into effect, is made an adjunet of the Treasury
Department, and of course located at Washington. During the incipiency of
the measure there were many reasons rendering contiguity to the treasury de-
girable and proper ; but now that the system has become operative, and what
was theory at the first has been reduced to practice, there are many reasons
which render it expedient that the operations of the currency bureau should
be transferred to the great financial and business emporium of the eduntry, the
city of New York. Not only would the convenience of those concerned in the
business of banking be promoted by the change of location, but a great saving
in expense would thus be effected. Nearly two hundred thousand dollars: per
annum in express charges alone would be saved to the government and the
banks by the change of location proposed; while the risk, loss of time, and
personal expenses, which would thus be obviated, are large in the extreme.
‘“u-n the circulation now in nse by the banks shall have become worn, and
require renewal by exchange of old for new, the inconvenience, loss of interest,
and expense, will be increased to a manifold extent.

The gov@mment already owns the buildings in New York which a transfer
of the office would require for its accommodation, that are now rente d for abotit
the sum the Treasury Department is paying for an equal amount of room ont-
gide of the treasury building that would be vacated by the removal of the
bureau. I am satisfied, therefore, that both the interests of the government, the
public and the banks would be subserved by a transfer of the bureau to New
York at an early day.

With a system of redemption properly enforced, the banks located out of the
citics named as redeeming points, should be relieved from the oblization to keep
a reserve equal fo fifteen per cent. of their circulation and deposits constantly
on hand. 1t would be a hardship to require banks to be prepared to redeem
both at home and at one of the points indicated, and in addifion to keep an idle
reserve of fifteen per cent. against contingencies.

There is no real strength or safety derived from the provision as it exists.
When a bank fails; neither money nor reserve in any shape would be fouud on
hand, and the sooner those that are improperly conducted or are orcanized for
other than a legitimate banking business are closed up, the better will it be for the
gystem and the public.

3y the 32d section of the act it is provided “that every association formed or
existing under the provisions of this act shall take and receive at par, for any
debt or liability to said association, any and all notes or bills issued by any
association existing under and by virtue of this act."” ’

The provigion is anomalous in its charadter. To compel a bank to respond to
the demands of its creditors in lawful money, and yet compel it to receive from
its debtors such currency as they may choose to offer, does not seem to be
warranted by equity or sound policy. It is even question d whether a national
bank is compelled to redeem its circulation at all, in lawful money, if presented by
an association organized under the same act, as any *debt or liability ”* may be
discharged by its own notes or notes of other national bauks, when that “debt
or ligbility belongs to any other association” existing under and by virtue of
“the national currency act.” The intention and scope of the statute is evidently
against such a construction of its provisions, but all ambiguity in reference to
it should be removed. All the banks should be required to redeem their notes
and pay their balances in lawful money, as well to each other as to the public.

Whatever hostilities the national banking system may have encountered in
its first ingeption, it is no longer denied that it has entrenched itself strongly in
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the feelinzs as it has commended itself to the convenience and interests of the
whole ]m;plc. ‘Coming into couflict with local prejudices, and a.-:sm_m-d to ron
counter to private interests, it was natural that its practical operations should
have been regarded with jealous suspicions. It is not among the least of the
triumphs of the system, that in a period of war, am.d monetary disturbances,

d by the gigantic requirements of the government, it has stood the test of
practical experiment in the most satisfactory manner, vindicating the partialities
of its friends, and overcoming by its beneficial effects the hostilities of its most
determined enemies.

In a country already celebrated for its commercial, manufacturing, and agri-
cultural J:L'Ill'l'i.[_\', no want could be more sensibly felt than that of a homogeneous
currency, of equal value at the circumference, as well as at the com nercial
centres of our extended country. This could not be obtained under the restricted
operations of State laws, nor ‘could it be farnished by institutions necessarily
circumseribed in their fields of operation, diverse in the extent and character
of their liabilities to the public, and without a recognized basis of credit adequate
{o insure the public confidence in sections remote from the locality where sugh
liabilities were payable It iz not denicd that the State banks have been of
great, if not indispensables gervice in the development of the resources of the
country; it is not designed to underrate their usefuluess, to question their
patriotism, or assail the integrity of the banking institutions of"the States;
but as in all enlightened communities there will be progress and improvement
it cannot be regarded as invidious to claim for the national banking system a
.~n]n r'tn:'{t:.' over |||1- more li:;:ilul B} stem of State iu.-ti.‘u'lfnn:—‘, inagmuch as it,
furnishes a safe and convenient paper circulation, based upon the national
credit, and which thus far has been, and with a slight amendment to the act
may continue to be, of uniform value throughout the length and breadih of the
land. Not only are the regulations by which the national banks are governed
of equal applicability ; not only are they based upon actual capital and individ-
ual responsibility, earefully enforeed ; but mulu-rlyin;: these safeguards there is
a foundation of unparalleled security in the government bonds which they are
required to hold. A system thus anchored, in which the whole community has
a common interest, cannot fail to subserve the highest object of its creation, nor
cease to be regarded with favor by an intelligent people.

While, in eonclusion, it is allowed me to congratulate Congress and the country
on the popularity which the national banking gystem has achieved, I would add
the hope that these institutions may never become subject to the schemes and
caprices of political parties, but that in them and through them the public faith
and credit may be upheld, and the prosperity of the country greatly promoted.

FREEMAN CLARKE,
Comptroller of the Currency.
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REPORT OF THE COMMISSIONER OF INTERNAL REVENUE.

TREASURY DEPARTMENT, OFFICE OF [_\"mgx.u. RE.vE.\'Ug,
Washington, November 30, 1365.

Hon. Joseph J. Lewis having resigned the office of Commissioner, July 1,
1865, and his successor, Hon. William Orton, so lately as November 1, instant,
the duty of preparing the annual report of the office uno.\;p:-ntl-.-dl}' {lc\'olved
upon me at o late a period as, of itself, to pn-cludle the expectation of a volu-
minous report from me at this time, while the laborious service (_wl the ¢ Revenue
"Commission,” with powers and duties defined in the 19th section of the act of
March last, makes it inappropriate that I should present my views upon such
subjects as may haye come within its consideration before it shall !m.‘."‘_p“’l‘ﬂ"'e(i
the report contemplated by the statute. At its request, however, I will at that
time, if desired by the ‘Secretary of the Treasury, gsubmit what experience 1n
this office shall have taught me in relation to the several changes it may propose
in the law.

In the course of the present report, however, I shall offer a few rc:commf_’r‘lda-
tions affecting mainly the administration of the law, and only those parts of it to
which I understand it is not the purpose of the commission to give special
attention.

It is a matter of sincere congratulation that, thus far, the people of this conn-
try have so patiently borne the burden which has been put upon them, and
have so freely eontributed of their substance to fill the national treasury. With
few :-X\-¢~]|rta»;:s the demand of the tax collector has been met promptly and wil-
lingly. And when it is recollected that the present generation only know by
tradition, or by reference to obsolete statutes, that taxes have ever been imposed

in this country upon articles of their own manufacture, and the objects of inter-.*

nal traffic, or upon the various crafts or professions in which they are employed ;
and when. too. it is considered that the revenue thus eollected for the single
vear ending June 30, 1865, amounts to a gum nearly or quite equal to all
.[l,(_g receipts of ‘this government ftrom whatever sources, except loans and
treasury notes, from its organization to the war of 1812; and when it i8 far-
ther considered that this amount was contributed at a time when the commer-
cial marine of the country had been nearly destroyed, and more than a million
of hardy men were withdrawn from the productive pursuits of life, we may not
only be justly proud that the material strength has been fully equal to the
* burden imposed, but that it has been borne so quietly and so willingly.

The law requires * that separate accounts shall be kept at the treasury of all
moneys received from internal duties or taxes in eaclr of the respective States,
Territories and colfection districts, and that separate accounts shall be kept of
the amount of each species of duty or tax that shall acerue, so as to exhibit, as
far as may be, the amount collected from each source of revenue, with the
moneys paid as compensation and for allowances to the collectors and deputy
collectors, assessors and assistant assgesors, inspectors and other officers employed
in each of the respective States, Territories and collection districts, an abstract,
in tabular form, of which accounts it shall be the duty of the Secretary of the
Treasury annually, in the month of December, to lay before Congress.”

Tabular statements more specific and comprehensive even than required by
statute have been prepared in this office, and are herewith respectfully trans-
mitted. They comprise:

Table A, ;‘hn\riu;: the receipts by collectors from each specific source of rev-

enue, and the amounts refunded in each collection district, State and Territory

of the United States, for the fiscal year ending June 30, 1865.

Table B, collections from banks, insurance, railroad, canal, and turnpike

companies.
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Table C, monthly receipts of internal revenue tax on salaries.

Table D, number and value of internal revenue stamps procured monthly by
the Commissioner; and monthly receipts from purchasers of internal revenue
~tamps, the commissions allowed on the same, and the receipts from agents for
the sale of stamps.

Table E, recapitulation of receipts of internal revenue from all sources for the
year ending June 30, 1865.

Pable F, comparative table showing the territorial distribution of internal
revenue, population, and wealth in the United States.

Table G, the gross amounts collected and paid into the treasury, and the
amounts expended in the several collection districts, States and Territories,
during the year.

Table H, the ratio of the receipts from specific sources to the aggregate
of all colleetions.

e AGGREGATE RECEIPTS.

The aggregate receipts of internal revenue for the fiscal year—
*1863 were $41, 003, 192 93
1864 were : 116, 850, 672 44

1865 were 211, 129,529 17

These amounts are exclusive of the direct tax, or tax of (wenty millions of
t],.-“;u'n’ upon llu- lands of the rnlliin‘_\'. which has been ]1;lrii:l“}‘ I:.‘lici in various
ways, antl the duty upon the circulation and deposits of National Banks, which
in 1863 was paid to the Comptroller of the Currency, and has since been paid
to the Treasurer, but are inclukive of drawback and sums refunded, which in the
geveral years were as follows: :

Drawback. Amount refunded.
8677, 106 40 857,605 71

687, 431 99 237,470 3

o
698, 655 36 22.734 3

7

RECEIPTS FROM SPECIAL SOURCES.

It may not be unprofitable to present in juxtaposition the amounts received
from several of the most important sources of revenue, with brief suggestions
in relation to their differences; it should be borne in mind, however, that the
law was in operation but*ten months for the year ending June 30, 1863.

BANKS, TRUST COMPANIES, AND SAVINGS INSTITUTIONS.
1863. 1864. 1865.
Dividends and additions to

surplus §766, 605 85 &1,577,010 73 $£3,987,2
Circulation 2, 056,996 30
Deposits ..... 780,723 52 2,040,
Capital 902,

D

o W En

L]

The tax upon dividends was three per cent. until June 30, 1864, after which
it was five per cent.

*Note.—The act of July, 1862, took effect September 1st, and the receipts for the fisgal

~y

year 1863 are for but ten months.

A discrepancy exists between these amounts and those from the office of the SBecretary of
the Treasury. The same receipts are not always reported and entered upon the books of the
two offices on the same day. The difference is only one of account.

Other discrepancies of like character may be observed arising from the sams
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“L:irculation " and “deposits”” were not taxed until October, 1863.
Capital ” was first charged under the act of June 30, 1864, when the duty

upon “circulation” was inereased.

By the act of March 3, 1865, the tax upon deposits was extended to savings
banks having no eapital stock.

™ . e . . + . -

The taxes upon the *capital,” *circulation,” and “deposits” of mational
banks are not received at this office, nor inclyded in the above.

RAILROADS.
1863, 1864. 1865
$338, 533 49 §927,393 38 82,470,816 89
253,998 72 596,859 09 847,683 61
m . o n o,
'he duty was three per cent. until July 1,1864; afterwardsfive per cent. The
game tax was then imposed upon all profits carried to the account of any fund,

or use"tl‘ in construction. The amount received from this source is included in
the dividends for 1865.

INSURANCE COMPANIES.
il Y 1863. 1564.
Dividends and additions to sur-
L S T [ 8225, 485 44 $445, 366, 17
52! 2 42

5;.<
3, £82

2
Premiums and assessments . . . . 421, 001 69

; g

’F‘ax upon dividends same as upon dividends of banks.

T'hat upon the gross receipts of premiums and assessments was ong per eentum
until July, 1864, payable quarterly to the Commissioner; after that, one and one-
half per cent., payable monthly to the collectors. o

SALARIES OF PERSONS EMPLOYED BY THE UNITED STATES GOVERNMENT.

8696, 181 71
1,705, 124 63
o'e i wierasmimien A SOBEE
T'his tax is received only from those whose compensation exceeds the rate of

8600 per year, and was at tl i i
G °F year, ¢ as at the rate of three per cent. until Ju 4, ¢
afterwards five per cent, : T

PASSPORTS.
1863
33 £8, 406 00

1865 . ... ' 11,001 00
) 27, 408 29
Tax three dollars each until July 1, 1864; five dollars since. These amounts

were mainly paid through the Department of State.

: ‘ A small sum 7
was received from collectors. y each year

REVENUE STAMPS.

-- 84,140,175 29

5, 894, 945 14

11, 162, 392 14

g 'II]'hr"=r; rilm?ln?ts include the receipts from stampg, required by schedule C*as
1;“(1{] :; E:I uofl I‘i;'tupon_propr:r‘mry articles, matches, photographs, and cards
af well as ritten mstruments. The law in respe i
: ten its. [ :spect to these duties ha
:m?impgatn C It_v!']and variously modified, sometimes adding, and sometimes iub:3
acting from the receipts. The large increase of revenue is due in no small
: r e larg rease of revenue is due in no small
egree to the growing observance of the law. After September 1, 1864, stamps
y ‘] -
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were required upon matches, and the receipts from that source for the remain-
ing portion of thé fiscal year was probably not less than one million dollars.

ARTICLES IN SCHEDULE A.
£365, 630 93
0,283 35
9,901 79
The taxes here are specific upon carriages, yachts, billiard tables, and gold
and silver plate kept for use. In 1864 the schedule was increased by the addi-
tion of gold watches and piano-fortes, but the change was made after the annual
lists, in which the taxes are included, were in the hands of the collectors, and
the receipts reported are mainly from the operation of the statute of 1862.
LICENSES,
$6, 824,178
7, 145, 388
12, 598, 681
The receipts from licenses, like those from income and schedule A, are almost
entirely in the report of the year subsequent to their assessment. The reassess-
ment under the act of June, 1864, furnishes the principal exception to this rule.
The returns are received in May, but the lists upon which they are entered by
the assessors, do not ordinarily reach the collectors until after the 30th of June,
or the beginning of another fiscal year. The increase in 1864 accrued, in part,
from the addition by the act of March, 1863, to the list of persons subject to
duty and the increased charge for several descriptions of license ; and that of
1865 fromthe same source, as well as from a like addition under the act of June
30, 1864, and the increased tax upon wholesale dealers, which, by special pro-
vision of the statute, was immediately assessed as additional to that assessed
under the prior law.
INCOME.

L AR R S
1864
1865 . ...

This, with licenses, and schedule A, makes up the annual list.

For the reasons just given above, the tax upon the income of 1862, assessed
in 1863, iz mainly included in the receipts of the fiscal year 1864; less than
half a million dollars having been collected in 1863; and the receipts for 18656
congist almost entirely of the tak assessed in 1864 upon the income of 1863,

Most of the tax upon the income of 1864 has been collected since the com-
mencement of the eurrent fiscal year 1866, and will appear in the next annual
report from this office. A small part of it is | 1 in the receipts of 1865.

Of the amounts collected in 1863, §279,333 76 were retwmed at five per
gent. upon incomes above ten thousand dollars ; $172,770 35 at three per cent.
upon incomes of less than ten thousand dollars; and $3,637 15 upon incomes
from United States securities. Of that collected in 1864, $6,913,834 88 were
returned at five per cent. ; §7,930,070 77 at three per cent.; and 875,373 95
at one and one-half per cent. Of that collected in 1865, §801,941 99 were re-
turned at ten per cent.; $9,934,758 55 at five per cent.; $9,607,246 96 at
three per cent. ; and £133,402 76 at one and one-half per cent.

The receipts from the ten per cent. tax wert 11l from taxes npon the income
of 1864. It cannot easily be determined precisely how much of the receipts at
five per cent. are due to that year. - -

The special tax of five per cent. upon all incomes above six bundred dollars,
as well from banks, railroads, and salaries, as from other sources, brought into
the treasury §28,929,312 02.

T -
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IRON AND STEEL IN THE VARIOUS FORMS SPECIFICALLY NAMED.

$1, 862, 826 36

3,694, 168 49

9,218, 808 63

These are the varieties named and described'in the seventy-fifth section of
tll.e‘ act of July, 1862, amended and somewhat increased by the act of March 3
1863; still further enlarged with increased rates under the act of June 30, 1864,
and twenty per cent. additional to those rates after April 1, 1865. Pi-'-}rol;
was taxed two dollars per ton by the act of 1864, and during eleven months
ending June,30th last, added nearly one and a half million dollars to the pubii;
revenue. The additional twenty per cent. to the rate, taking, effect April 1
did not increase the receipts until May, Several causes have cmitril}n}lod 'u).
secure the tax upon these articlés, and it is believed that it has almost univer-
sally been paid. 3 &

REFINED PETROLEUM AND COAL OIL.

3 80
77

Thestax

1e’tax upon petroleum was ten cents per g : il disti

iat 4-n-|u-<h!|-] : l.:(r1 =y s ten cents per gallon, :md upon oil distilled from

t xclusively eight cents until June 30, 1864, after which the rates were
e r ey ™ . am * e . B = ~ '

I;ﬂ::r_\ ':Ilil};uill‘ihlll cents respectively. The increased receipts in 1864, over

8¢ 0 sbd, were e lareelvy Inerengo T : . Lo

ST e l' ’ € ow.ag IU,.!_}} to increased consumption, and to the with-

8 AW " n miu] to escape the increased duty. This somewhat Bverstocked
e market, and during the followine vear checked ni ST e -

ooy g ywing year checked refining for home consump-

CIGARS AND CHEROOTS.

29

Vit

P a6
opecific taxes, graduated by the different values of the cicars
igars

i ey , were imposed

S oact. ot uly, 1662 ‘:l ].14_-.-1‘ were largely increased in 1864, but under the
ac Alarch 8, 1560, the duty was made uniform at ten dollars per 3
B ich. 5 4855, the 1 dollars per thousand.
and tl pation of additional tax largely increased the manufacture in 1864
and the supply at that time has hardly yet been consumed. 1 oy

TOBACCO—CHEWING AND SMOKING
2, 576, 888 67
7,086,684 74
8, 017, 020 63

! nts per pound until
y-five cents, and in March,

Plug and fine-cut tobacco were mainly taxed fifteen ce
an.IE:i‘ :_‘;U. 1864, when the rate was increased 1-0 thirt 2%
l“'rfa:n. it was still further increased to forty cents .

_ The tax upon smoking tobacco was at first five cer ts
h\'\‘l l'!'-ll:." in 15864, ;lilll to Ihii',’\'-t‘l\'{- cents g
svelusively of stems i tavad

exclusively of stems was taxed at two cents until March, 1863, when it was

raised to five cents. In 1864 it w : =5
g 8. 4 1t was Increase ifteen cents T
=4 i creased to fifteen cents, where it still re-

: ¢ cents, increased to twenty-
mm 1865. Smoking-tobacco made

Ti : . . .
1e recenl: * 0 a r a nt -
ke egularity of the manufacture has been larel
of ‘:.-I_Lul‘wllh'il duty, as in the case of .
Che tax collected in 1863
} DG g ‘
2,426 pounds, and that of 1865 on

h y disturbed by expectation
I'l:_:ill'!".
represents 23,680,056 pounds; that of 1864
ly 36,639,020 pounds,
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Of the amount charged in 1865, 10,061,163 pounds were manufactured and
returned in June, 1864, in anticipation of the increased rates, and the duty paid
in the following year. The amounts for the first and the last years were less
than the ordinary annual consumption, while the amount for 1864 was greatly
in excess. This excess was brought into consumption during the last year at
rates with which the regular manufacturers could not compete, except with their
old stocks, and the production was, of necessity, largely obstructed. It has also
been unfavorably affected by the arrival of large quantities of southern tobacco
in northern markets.

"The average annual taxable produiction of the different kinds of manufactured
tobacco from September 1, 1862 to June 30, 1865 was 42,809,168 pounds,
which at present rates would have produced £15,736,795 64.

FERMENTED LIQUORS.
81, 558, 083 41
2,223,719 73
3,657, 181 06

From September 1, 1862, to March 3, 1863, the tax was one dollar per barrel,
of not more than thirty-one gallons; from that date to April 1, 1864, sixty
cents, and since that time one dollar.

The number of barrels upon which tax was e ceived, as nearly as can be as-
certained, was 1,765,827 in 1863, 3,459,119 in 1864, and 3,657,181 in 1865.

DISTILLED SPIRITS,
23, 229, 990 79
28, 431,797 83
15,995, 701 66

During the fiscal year 1863 the tax was uniformly twenty cents per gallon.
For the fiscal year 1564 the tax was twenty cents until March 7, after which
it was sixty cents. From July 1, 1864, until January 1, 1865, it was 31 50
per gallon, and afterwards $2.

Of the amount reported in the year 1565, however, 83,862,820 66, or nearly
one-fourth the whole amount, was at twenty or sixty cents per callon. This re-
gulted mainly from the fact that large quantities of gpirits “were sold by the dis-
tillers within the last ten days of June, 1864, thus escaping the increased duty,
while the taxes thereon did not fall due until the following month &f July, being
the first of the next fiscal year. Considerable quantities were removed from the
distilleries, too, under transportation bonds, or under bills of lading, prior to
the 1st day of July, under conditions which produced a similar result. Even
with this explanation, it may occasion no little surprise that the increase of duty
was followed by a decrease of receipts. DBt I recard the receipts of the past
year from distilled spirits as no criterion, if, indeed, even an indication of what
would have been received had the tax fallen upon the ordinary, n 1tural consump-
tion of the country. This was checked in some measure, undoubtedly, by the
tax. but the distillations in the winter and spring of 1863-'64 were everywhere
in advance of consumption, anticipating the increased duty, glutting the market,
and thoroughly deranging the customary laws of demand and supply. Fora
long time the consumption has not been of spirits which have paid the duty
current at its date, but always of those taxed, if liable at all, at a previous and
lower rate. The increase has never been of advantage to the government, but
has swelled the income of manufacturers and speculators. For several months
of the past year, when holders were disposing of their .'1(]\'!’]111}]’-'-1‘1!." marke t
price of distilled spirits, even in the Atlantic cities, 1':1:1:\:'-'!“1'-17:1 the place of
production, was but little, if any, in advanee of the tax. 1t is no wonder, then,

7

that many distilleries were idle and the revenue small.

e e b S e s e

o it




L o L e o e e i s

248 REPORT ON THE FINANCES.

The receipts from distilled spirits in
1863 (10 months) were from 16, 149, 954 gallons.
1864 were from. . . 85, 295, 391 ke
1865 were from 16, 936, 778 il

Average taxable production per year, from September 1, 1862, to June 30,
1865, 40,637,371 gallons.

From the fact that several of the elements involved are so uncertain and fluc-
tuating, it is very difficult, of course, to determine with confidence how much
the consumption is reduced by the present tax, and what will eertainly be re-
alized from this source of revenue. The Revenue Commission has given much
attention to this subject, and its report, I have no doubt, will be full and ex-
haustive. It may not be amiss for me to state, however, that I apprehend there
i8 a prevalent overestimate of this reduction ; and in this belief I am strength-
ened by the recent “report of the Conimissioners of her Majesty’s inland rev-
enue,” from which it appears that the consumption of distilled spirits in the
United Kingdom of Great Britain and Ireland during the year ending March 31,
1852, exclusive of the amount used in the arts and manufactures, was 29,866,260
gallons, while the increase of the excise duty in 1860 to the uniform rate of 10s.,
or 82 50 per gallon, throughout the kingdom, (at which rate it still remains,)
only reduced the consumption during the last year to 26,516, g: 8. This
amount was in addition to 933,649 gallons more employed in manufactures and
the arts, methylated and exempt from duty.

In 1852 the tax in England was 7s. 104.; in Scotland, 3s. 84.; and in Ire-
land, 2s. 8d.

The population of the United Kingdom in 1852 was 27,500,000, gnd in 1864,
29,657,000.

_For some years prior to 1860 the rate of duty was uniform throughout the
United Kingdom 4t 8s., or 8s. 1d. per gallon, and in that year it was raised to
10s. From the report of the commissioners for the following year it appears
that the domestic production fell off heavily—some nineteen per cent.—imme-
diately after the change inthe rate, from 24,985,192 gallons in 1860 to 20,147,824
gallons in 1861, while it will be noticed that the advance in the duty was but
slight when compared with that which was imposed under our laws at the com-
mencement of the last fiscal year. The commissioners in the report of 1861,
say:

. “ These figures immediately suggest the question whether the whole of this laree decrease
18 attributable to diminished consumption produced by the addition to the rate of duty. Wae

think that this is not the case. Considerable di tion, indeed, was expected and has doubt-

loas o0 “R iin sl . 1 3 N
less occurred, but various other causes have contributed to the unexpected deficiency above
recorded. 4
4 lI‘ri;l}‘i:r rh—ihx-]|‘.- ; large stocks of spirits had been accumulated
u bruary, 1560, in_ anticipatior idi ) ind, on the other hand, that
since the duty was raised to If stocks have bee i kept as low as posfible, and
!rl operations nI all persor 1 in the spirit trade restricted to the absolute wants of
the moment. ].nl't"[l';h.“"‘ for in y ten at a time, instead of twenty or
rs who used to replenish their stores

red ga _Il;\-,[’ hases ten or twe

wdred g

gallons. This is the cons
permanently to alter the 1
stocks of the year 18596
with duty in that and the sucee

** Yet, after making allowan
only be accounted for by d
merease of price in spirits, and
revenug

‘W justified in assigning to the bad
consn both immed g consequg

14 3

igncy, which ean

produced by the

7 & cause of permanent falling off in

st of last year a large share in restricting
s - - - - B

a review of the occurrences of the year,
ge would in futare not reach the same
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cerfainty upon charging at ¢he ledst twenty million gallons in the present year, nnq u!‘.g}.!!
fairly expect, if the country continues in a prosperous state, an addition to that amount of
1,000,000 or 1,500,000 gallons.” :

By the subsequent reports of the same commissioners it appears that their
estimates were fully confirmed. : :

Upon such experience we can now reasonably base our expectations. Q_ur
circumstances are not dissimilar.. Our markets are now exhausted of spirits
distilled before taxation, or subjected only to the earlier rates. Fl'l‘lf' supplies for
consumption must now pay the existing duty, and the receipts for the cmjrcnl
year will, I am confident, far exceed the aggregate o all receipts from the same
source prior thereto, :

It is certain that immense frauds have been pérpetrated, for such have bl"l"ll
discovered and prosecuted to judgment or to compromise; but the increasing
experience and vigilance of our officers, and the appointment of uihf..rs”lur
special duty at distilleries, will prevent large loss to the government. The
Revenue Commission will, I hope, suggest additional checks to be m“.l:“rm.dg by
further legislation ; but so long as avarice and falsity are a part of humanity,
revenue laws, however thoroughly administered, will be sometimes evaded

The niumber of illicit distillations detected in the United Kingdom in 1864
was 2,757, and in 1865 3,457 ; showing that, with all the thoronghnes conse-
quent upon careful legislation, long experience, and a more compact [lH]'-H!.‘ltl\.l‘.-l
than ours, it was quite impossible to prevent occasional and, ulnuluulate-\ll_\,
sometimes enormous fraud. It must be the aim and the effort of all persons
connected with our revenue laws to insist everywhere and always upon the

y .+
1

rights of the government, and, in so doing, the protection of taxpayers who
faithfully discharge their duties.

COST OF COLLECTING THE REVENUE.

golicitude to the Secretary of the Treasury, as it is onme of vast importance to
the country. ‘ " _ ‘ ‘ .

A people heavily subjected to taxation will care fully seruti ) :
tures of the government, especially so far as they relate to the collection of the
revenue they are taxed to produce. :

It mav not be unsatisfactory to submit, in tate

X § i ti ¢ ot he revenues of Great Britain
ment of the costg, from time to time, of collecting the revenues Treg rita
and Ireland, taken largely from the work of J. R. McCulloch, esq., upon * Taz-
ation and Funding.” : ; ! t o

The percentage cost of collecting inland revenue, after deduction of draw-

e} - 4 ;
backs, in the following years, was, (in the £100:)

1840-41

The cost of collecting the public revenues is naturally a matter of no little
nize the expendi-

this connexion, a tabulag state-

5 &5s. 1ld. upon.... £26,231,172

4 3 4% upon..-.. 32.018,825

1860-"61 : 3 13 73 upon.--. 42,019,133

The percentage cost of collecting customs, according to the same authority,
before deduetion of drawbacks, &e., in the following years, was:

840" ' ad. upor £26,341,813

In 1840-"41 ‘ B4, .?*_‘r]. upon. .. £20, )4‘.1 S1 3

In 1850-"51 515 8 wupon... 22,019,784

In ]*GL)—'l-')I s i ) 3 upon. - . 23, 278, 200

* B ! SR :

al annual costs to otir owg government for the collection of 1ts cus-

1 ccaracy, beeanse the expenses

s-of-war, have been paid from

The actu
toma for several years caunnot be de ] .
of revenue cutters, performing the duties of ve e -
the 'tpprup"i‘n‘nnw' for customs, as have other ¢harges connected with commercia

: ’ ¢ v - . - B ' R 1 - o
intercourse and abandoned property in insurrectionary districts. They will,

18 5 7 : ¥ o - al £ aor VT 1 3
however, it is believed, not fall short of three and one-half per centum of the
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receipts—a percentage not above the average for many years past in this
country, and, as it will be observed, much below the costs in the United King-
dom for either of the years above given. ‘ %

I have caused the costs of assessing and collecting the internal revenue of the
fiscal year 1865 to be carefully ascertained, including the salaries and authorized
expenses of revenue agents, special agents, and inspectors of revenue; the con-
tingent expenses of this office, including its pay-roll, and the costs of revenue
stamps, but exclusive of its printing at the office of the public printer, not yet
ascertained, and find that the percentage, after deducting drawback and sums
refunded as erroneously collected, will not exceed two and seventy-five one-
hundredths, (2,25.) :

This ratio of costs to colléctions cannot be relied upon for the current year,
as the percentage will be greater in the sparsely settled districts of the south.
It will not, however, I believe, exeeed three and one-half (33) per centum of the
receipts of the whole country. i

ESTIMATE OF RECEIPTS FOR CURRENT YEAR.

A~ bearing upon the probable amount of revenue for the current fiscal year
1866, I present herewith a statement of the receipts of which certificates of deposit
I'(,‘-'lL‘ili‘l]_ this office during July, August, and September, of 1863, 1864, and 1865,
respectively :

| |

} 1864, i 1865,
| |

|

4 | 85,208,967 18 | $16,570,548 39 | §21,693,470 75
August.. | 5,604,201 35 | 15,712,066 84 | 34,087, 53909
September | 6,136,205 43 f 15, 819,770 72 37,939, 415 82
\
.

Total | 17,039,373 96 | 48,102,385 95 | 93,720, 425 66

e el

I. present :}Isn the comparative receipts from several large sources of revenue
dun_u;: the first quarter of the fiscal year 1865, and the first quarter of 1866,
ending September 30 last :

1865. 1866.

Fermented liguor . £913,252 5 g
en liq 913, 252 53 1,230,353 6
Retined petrolenm and coal oil “302 411 13'; A 8 0, }J b?
tevenue stamps “:—,N ..h- I 7 ”:::’ l[':—] 5;-%
Salari 863 07 | 1 ' 578 59
: AN &R 50
Paper of all descript lf:jl;;i?' :;E:
Yigears and cher ] FOn o [
(,Jg__.\,‘~ and ch roots o i B ok 526, B40 €00, 116 83
Articles in schedule A 316, 621 77 | . 547
I 316, 621 981,547 14
neome a10, 492 | 766, 016 6
Soone 1-c2- , 010, 492 ¢ 41,766, 016 63
moking a 3,926 16 9 078,074 95

Distilled spir: 3,001, 071 43 | 1,085,031 20

24,565, 841 93 52,974,028 30

Reports due from several collectors have #bt been received although their
receipts have been regularly deposited,.arfd the above amounts for ]Nt.itih\lril] in
some instances, be considerably increased. The receipts from distilled spirits
for the months here reported exhibit no evidence of the amounts C;l“-'!l\né‘-lli 11:);‘
of the comparative productiveness of the several rates of duty, a; Szl.'iuz,z:)'} 72
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of that reported in 1865 (July, August, and September, 1864) acerued from the
imposition of twenty or sixty cents per gallon. The same is true of tobacco, as
£1,766,616 79, or more than three-quarters of the whole amount reported in
1865, was derived from the low rates of duty prior to the statute of June 30,
1864.

It will be observed that the increased receipts are largely from the annual list,
and especially from income. Not far from sixty per centum of the latter tax
was from income in excess of five thousand dollars, and taxable at ten per cent.

At the date of this writing the revenue from the annual list is almost fully
collected, and the receipts for the remaining portion of the fiscal year must be
mainly from other sources.

The fluctuation in the value of merchandise will, of course, affect the pro-
ceeds from whatever bears an ad valorem duty. The revenue from the south-
ern States is altogether problematical. From the most reliable data, however,
in my possession, with the present law unchanged, I confidently expect that
the receipts of this office for the current fiscal year will not be less than
§272,000,000.

APPOINTMENT OF ASSISTANT ASSESSORS.

By the amendatory act of March last it was provided that assistant assessors;
before that time appointed by the Secretary of the Treasury, should, in case of
vacancy, be appointed by the assessors of the several distriets, subject to the
approval of the Commissioner.

The Attorney General of the United States, to whom the question involved
in this change was referred, has given to the Secretary of the Treasury his
opinion, that under the second section of article second of the Constitution such
appointments can be made only by the Pregident of the United States or the
head of a department.

The language of that section is that the President  shall nominateé, andeby
and with the advice and consent of the Senate ghall appoint, * * ® * il
other officers of the United Sgates whose appointments are not herein otherwise
provided for, and which shall be established by law. But the Congress may
by law vest the appointment of such inferior officers, as they think proper, in
the President alone, ®* * * or in the heads of departments.”

It would seem, therefore, that if no other provision of law is made far the
appointment of assistant assessors than that which now exists, an undesirable
as well as an unintended burden is imposed upon the President and the Senate.

The purpose of the law would seem to be answered as well and more con-
veniently by giving the power of such appointments immediately to the Secre-
tary of the Treasury, as authorized by the above section of the Constitation ;
and I respectfully suggest that a modification of the law may be made to that
effect.

APPEALS UNNECESSARY.

From the almost universal experience of assessors it seems that the holding
of formal appeals from erroneous assessments in the annnal list, as rl-quirml in
the nineteenth section, is entirely unnecessary. The public always have access
to the assessor at his office, and rarely have actual notice of the advertised time
of hearing at any other locality. The result is that in many distriets none
have ever attended the appeals, which have hence proved of advantage neither
to the wovernment nor the taxpayer) while they have been a charge %oth to
the loeal officers and to the public treasury. Between the assessment and col-
lection there iz always opportunity for a hearing if desired, either in person or
by correspondence, and after collection this office iz always open to the com-
p‘luims of aggrieved taxpayers.
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The system of holding appeals in the several counties is borrowed from the
direct tax law, under which a certain amount was apportioned to each county,
and the increase or decrease of a single assessment affected every landholder,
There was need, therefore, of comparison, and often of personal view. Under
the revenue law every assessment is independent, and the machinery referred
to seems valueless.

LACK OF UNIFORMITY IN RETURNS.

The singular lack of uniformity in the time when the various returns are due
the assessors from different classes of taxpayers is often productive of neglect
and irregularities, which the necessary amendments to the law would avoid.
There seems to be no reason why the monthly returns, at least, should not all
be receivable on the same day and payable at the same time thereafter. The
more the statutes are simplified and systematized in their details the less will be
the friction engendered in their operation, and the more certain their results.

What 1 have said of the returns is applicable in its spirit to the penalties of
the law., They differ largely in amount for the same grade of offence, while the
manner of their recovery is as various, almost, as the forms of proceé¢ding known
to the courts. The tax upon slaughtered sheep and lambs is five cents each,
dnd the penalty in case of fraud or evasion is ten dollars, or two thousand per
centum, recoverable only by suit, while the penalty for neglect, or refusal to
make return and payment of tax upon the gross receipts of certain persons,
companies, and corporations, is ten per cent. additional to the duty as estimated
by the assistant assessor, to be included in the assessment, and for fraudulent
evasion one thousand dollars, without regard to the amount of indebtedness, to
be eued for in the courts; and no special penalty whatever is provided for
neglect to make return of a succession until after notice from the assistant
assessor,

Phese instances are cited simply for illustration of the variety referred to,
and could be made as numerous, almost, as the sources of revenue.

In this connexion I may add that section fourteen, from peculiarities in some
parts of its language, is of questionable application to many of the returns re-
quired later in the law, which it appears from other parts it was intended to
cover, and that the forty-ninth section is so involved in its constriction as, thus
far, t#have been of little practical utility.

INCREASED ALLOWANCE TO ASSESSORS FOR RENT, AND ADDITIONAL COMPEN-
SATION TO ASSESSORS AND ASSISTANT ASSESSORS IN CERTAIN CASES,

Under section 22 the allowance made to assessors for office rent can in no
case exceed the rate of $500 per annum. This limit is still much more than
sufficient in most districts of the country ; but in several of the most populous
cities the increase of prices since the passage ofi the law compels our officers to
seek rooms insufficient for themselvés and incommodions to the public, or make
payment in part therefor out of receipts designed by Congress as compensation
for their personal services, It seems but just to them that this limitation be
enlarged, and they be allowed sums actually and necessarily expended, subject
to thesapproval now required. 1

The last provizo of section 22 aunthorizes the Secretary of the Treasury to fix

such additional rates of compensation to assessors and assistant assessors in

cases Where a collection district embrates more than a gingle congressional
distriet, and to assessors and assistant assessors, )
in Louisiana, North Carolina, Mississippi, Tenne

AT ¥ s Terrt 1 na r 1 1 1 3
gon and the Territories, as may appear to him to be just and equitable, in con-

sequence of the greater cost of living and travelling in those States and Terri-

revenue agents and inspectors,
ssee, Missouri, California, Ore-
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tories, and as may, in his judgment, be necessary to secure ‘Ihe services of
competent officers. The suppression of armed hn‘:stihty in the insurrectionary
districts has brought within the active operation of the revenue law other States
neighboring to several of those above named, and in which the cost of living
and travelling is nearly the same. To the compensation of revenue officers in
those States I respectfully suggest that the authority of the Secretary of the
Treasury should likewise be extended. ;

FRANKING PRIVILEGE

Assessors and collectors are allowed for postage actually paid on letters and
documents received or sent by them relating exclusively to official business.
Their communication with this office through the mails is free, and I respeet-
fully suggest that if they were allowed the franking privilege upon otficial
business between their respective offices it would be liable to little abuse, and
be a saving of cost to the government. :

SAFES.

My predecessors in, their reports to the Secretary of the Treasury alike
recommended that the purchase of fire-proof safes be authorized for the use of
collectors and assessors. In this recommendation I cheerfully concur. Private
enterprise of the amount covered by the books and papers of the most unim-
portant district of the country is seldom left by prudent managers to the dan-
gers to which our offices are now subject. The loss accruing to the govern-
ment from a single conflagration might almost equal the expenditure necessary
for the protection everywhere required.

SALES OF REAL _ESTATE FOR TAXES

Section 30 relates to the seizure and sale at public auction of real estate by
the collector when goods and chattels cannot be found sufficient to satisfy the
duties imposed. _ i

It provides, among other things, that if no person offers for the estate the
amount of the tax to be collected, together with the penalties and charges, the
offiter ghall purchase the same at that sum for the United States, and shall
deposit his deed thereof with the district attorney. Although the tax may be
large and the realty of disproportionate value, no collection can be made without
a full discharge of the duty. : : i

This section is largely copied from the 36th section of the direct tax law of
August 5, 1861. T'he tax to be collected under that law was _only that
assessed upon the land offered for sale, and thv_n-qnir{-mvnt now considered was
appropriate. Under the revenue law the ]”"f] is not assesged, and the require-
ment is oftentimes embarrassing, I respectfully recommend that the law be so
amended that the land may be sold to the highest bidder, and that the United
States, through the collector, may be the purchaser.

COMMISSIONER'S CERTIFICATE TO BE REQUIRED IN CERTAIN CASES.

There has been a very general compliance on the part of revenue _nﬁ'ic;‘r.-‘.
with the requirements of the law and the regulations of this office in preparing
and forwarding their various reports. Whenever negligence does occur, how-
ever, this office is embarrassed in its operations, and not unfrequently :l;:- local

: 3 p discharg o 7 i is particular, hare in
officers, who have promptly r_l_}r-dmr_\r_ml their duty in this particular, l 1.1-(-
the general inconvenience. Sometimes positive damage may result to the gov-
ernment when a person who has neglected to make the returns retires from
office. After careful consideration I have concluded to recommend that it be
provided by law that no payment shall be made to assessors or collectors on
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