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by reason of the Government's entering into the silver market to
acquire silver, The prineiple of the tax Is to assess what amounts
to an unearned increment.

Persons regularly engaged in the business of furnishing silver
for indusirial, professional, and artistic purposes may profit by
the increase in the market price of silver and such t should
be taxed, These persons, however, make a small additional profit
attributable not to changes in the market price of silver but to
the service they render, as, for instance, the service of a whole-
saler in acquiring silver in large amounts and selling it in smaller
lots to factories which use silver for different industrial purposes,
the service of selecting silver from particular mines ich has
slight intermixture of other metals, making it valuable for certain
speclfic purposes and the service of alloying with the silver certain
metals necessary for particular industrial purposes. This profit
proceeds from the efferts of the person engaged In this business
and does not result from governmental action. This profit is sub-
ject to the resgular Income tax but should not be subject to the
special transfer tax established under the Bilver Purchase Act.
The first part of the amendment provides for an abatement or re-
fund of tax attributable to the special-service profits.

A number of persons furnishing silver for industrial, profes-
sional, or artistic uses are obliged to take a market position
in silver during the perlod ranging from a few weeks to several
months during which the silver ls being refined or otherwise
processed, Many of these refiners or processors seelk to avold spec-
ulating in silver by hedglng agalnst the market position they have
been.obliged to take, For instance, a refiner buys a million ounces
of silver in crude silver-bearing materials. He calculates It will
take 2 months to reflme this., To avoid o market risk on the day
he purchases the sllver he sells an egulvalant amount of silver
out of inventory maintained for the purpose, or he cnters inte a
coniract for the delivery of sllver at the time when he thinks the
refining will be completed at a price fixed in the contract. The
person who buys the sllver for future delivery may be speculating
in silver, and his profit should be taxed, but the refiner or proc-
essor, who sells silver is hedging. If the refiner or processor In
the course of these hedging transactions meakes a profit on one
transaction he will make a corresponding loss on another trans-
action. It is this balancing of profit and loss which emables him
to avold speculating in silver. His net position shows no profit
nor loss by reason of the changes in the market price of silver
bulllon., It would seem unfalr In such transactions to tax the
refiner on those profits which are offset by corresponding losses
in related hedging transactions. The last part of the amendment
suthorizes the abatement or refund of that portion of the tax
which i3 attributable to those profits against which there have
been corresponding losses in hedging transactions.

In F:neral the efect of the amendment will be to discourage
speculation in silver by persons furnishing silver for industrial,
professional, and artistic use by permitting regulatory provisiona
to make certaln that a tax is paid on all speculative profits but
not on business profitsa which arise Independently of market
changes or because of hedging transactlons to prevent profit or
loss from such market changes.

On page 8, line 10, strike out the comma and the words “ and
nefore the tax under this subdivision takes effect.”

Mr. DOUGHTON. Mr. Epeaker, I yield 5 minutes to the
gentleman from Massachuseits [Mr, TrEADWAY].

Mr. TREADWAY. Mr, Speaker, during the course of the
consideration of the so-called * silver bill* in the House, I
made =ome criticisms of the general counsel to the Secretary
of the Treasury, and it was based on what I conceive to be
a lack of knowledge on the general subject of the silver
guestion. He was the only source of information that the
Ways and Means Commitiee had, and I, for one, thought,
as far as silver was concerned, that it was very weak infor-
maticn. We did have, as I ztated then, information from
a House Member, the gentleman from Texas [Mr. Ines], but
50 fer as the Department itself iz concerned, there was
nothing of any constructive nature rought to the commit-
tee. I have, however, a higher regard for Mr. Oliphant as
a lawyer than as an expert on silver, and here is what he
says in a letter to Senator Prrtmaw in connection with
amendment numbered 1: °

DEan EEmaTonr Prrraan: Section & of the silver bill directs the
Secretary of the Treasury to lesue sllver certificates to an amount

not less than the cost of the stlver purchased under section 3.
The al effect under existing law of the words “ to issue " silver
certif is that they must be not merely printed but also put
into cir ation.

Vary ‘;ru::.-' FOUTS,
Hermarw OLIFHANT,
General Counsel to the Secrefary.

Accordingly thiz first amendment is absolutely unneces-
sary. The ruling of the Depariment is that the bills are
actually in eirculation. Therefore, why add this language?
But if it will appease the fe=elings of the Senate or any
Member of that body to do so, let them have it.
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Amendment no. 2 is one that is a protection to indus-
try, as designating between industry and speculation. T
does protect the industrial use of silver from the tax pro-
vided for in the bill. The first portion of i, therefore, to
my mind, is of value. The second part of it I am not so
clear about, and I do not think any very definite explanation
has been made of it, namely, the possibility of purchasing
silver for hedging purposes from forelgn countries. I am
not going to offer any ohjection to it, but I am not at all
certain that it is worth while,

With all due respect to my colleague from Washington,
Mr, SamMUTEL B, Hint, I really failed to grasp his explanation
of the last amendment, The matter was considered in the
Committee on Ways and Means this morning, and the expert
drafting representative acknowledeed that he did not know
what it meant. If he did mot know, I do not see how we
can be expected to, and we mizght just as well take this
amendment as we took the whole silver bill, swallow it
whole, and let it go along just as it is. Therefore I hope
that the amendments will be concurred in en bloc, as moved
by the chairman of the committee.

Mr, McFADDEN., Will the gentleman yield?

Mr. TREADWAY, I yield.

Wr. McFADDEN., I notice in the morning press a con-
tinuation of the maneuvers looking toward cancelation of
the war debts. The suggestion is definitely made by Secre-
tary of State Hull to the British that we accept payment
of the June 15 amount due from Great Britain in kind.
“In kind ”, of course, means Britich goods. It means silver,
as Is already discussed in London today. I wish to ask the
gentleman if it is contemplated by the administration to
accept silver in payment of the war debts? I recall when
we passed the tariff bill the other day the gentleman from
Tennessee [Mr. Coorer] advized me that there was a pro-
vislon in the tariff bill which would forbid dizcussion by the
President of the purchase of merchandise or the mixing of
the tariff question with the war debts, that the President
was specifically forbidden to mix his tariff negotiations with
war debts. Hardly before the ink iz dry on the Tariff
35&:& find the Secretary of State mixing trade and war

ebts, ;

The SPEAKER. The time of the gentleman from Mas-
sachusetts [Mr. TrEapway] has expired.

Mr. McFADDEN. I was asking the gentleman from Horth
Carolina whether or not the administration's policy iz to
now take silver as merchandise as part of the settlement in
kind as suggested by the Secretary of State today in his
note to the British Government?

Mr. DOUGHTON. I do not understand that inquiry to
be at all pertinent to the matter under consideration now.
If we go into speculation as to what might be in the mind
of somebody, without Enowledege or without any expression
from the administration, we would be here until daylight
tomorrow morning. The gentleman can form his own con-
clusions as far as that is concerned.

Mr. Speaker, I think the fact that the Senate made no
substantial or material amendment to this bill, none but
what we can readily accept, iz a compliment to the work
of the House in respect to this legislation. I think, further-
more, the fact that the gentieman from Massachusetts [Mr,
TrEapwa¥] has no objection to these amendments is also a
compliment,

Therefore, I move the previous guestion.

The previous guestion was ordered.

The SPEAKER. The question is on agreeing to the Sen-
ate amendments.

Ths Senate amendments were agreed to.

A motion to reconsider the wvote by which the Senate
amendments were agreed to was laid on the table, *

TAXATION OF MANUFACTURERS, IMPORTERS, AND DEALERS IN CER-
TAIN FIREARMS AND MACHINE GUNS

Mr. DOUGHTON. Mr. Speaker, I move to suspend the

rules and pass the bill (H.R. 9741) to provide for the taxa-

tion of manufacturers, importers, and dealers in certain

firearms and machine guns, to tax the sale or other disposal
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of such weapons, and to restrict importation and regulate
interstate transportation thereof.
The Clerk read as follows:

Be it enacted, eic., That for the purposes of this act—

(a) The term “firearm " means a shotgun or rifle having a
barrel of less than 18 inches In , or any other weapon,
except a plstol or revolver, from which a shot 1s discharged by an
eéxplosive if such weapon ia capable of being concealed on the
person, of & mechine gun, and includes a mufer or silencer for
any firearm whether or not such firearm is included within the
foregoing definition.

(b) The term * machine gun " meéans any weapon which shoots,
ar 1s designed to shoot, automatically or seml-automatically, more
than one shot, without manual reloading, by a single function of
the triggzer. ’

{e) The term * person ™ Includes a partnership, company, asso-
clation, or corporation, as well as a natural person.

(d) The term “ continental United States” means the States
of the United States and the Distriet of Columbia.

(e} The term *importer"” means any person who Imports or

& firearmsa into continental United Btates for eale.

(f) The term * manufacturer" means any who is en-
gaged within the continental Unlted States In the manufacture
of firearms, or who otherwise produces therein any firearm for sale
or disposition,

(g) The term * dealer™ means any peérson not s manufacturer
or importer engaged within the continental Unilted States in the
business of selling firearms. The term " dealer " shall include
wholesalers, pawnbrokers, and dealers in used firearms.

(h) The term * Interstate commerce” means transportation
from any Btate or Territory or District, or any insular posseasion
of the United States !includln?' the Philippine Islands), to any
other State or to the District of Columbia.

(1) The term * Commissioner " means the Commissioner of In-
ternal Revenue.

(j) The term " Becretary " means the Secretary of the Treasury,

[k} The term " to transfer " or " transferred " shall include to
sell, assign, pledge, lease, loan, give away, or otherwise dispcse of.

Bec, 3, (&) Within 15 days after the effective date of this act,
or upen first engaging in business, and thereafter on or before
the 1lst day of July of each year, every importer, manufacturer,
and dealer In firearms shall reglater with the collector of internal
revenue for each district in which such business is to be carried
on his name or style, prineipal place of business, and places of
business in such district, and pay a speclal tax at the following
rates: Importers or manufacturers, $1,000 a year; dealers, other
than pawnbrﬂkers. $200 a year; pawnbrokers, 8300 a year. Where
the tax s payable on the 1st dey of July in any year 1t shall be
computed for 1 year; where the tax is payable on any other day it
shall be computed propertionately from the 1st day of the month
In which the lability to the tax accrued to the lst day of July
following.

(b) It shall be unlawful for any person reguirsd to register
under the provisions of this section to lmport, manufacture, or
deel in firearme without having registered and paid the tax im-
posed by this section.

8ec. 3. (a) There shall be levied, collected, and pald upon fire-
arms transferred in the continental Unilted States a tax at the
rate cf $300 for each firearm, such tex to be paid by the trans-
feror, and to be represented by appropriate stamps to he pro-
wvided by the Commissioner, with the approval of the Becretary;
and the stamps herein provided ehall be affixed to the order for
such firearm, hereinafter provided for. The tax imposed by this
section shall be in addition to any import duty imposed on such
frearin.

(b) All provisloms of law (inecluding those relating to speclal
taxes. to the aesessment, collection, remission, and refund of in-
ternpl-revenue taxes, to the engraving, issuance, eale, accounta-
bility. cancelation, and distribution of tax-paid stamps provided
for In the Internal-revenue laws, and to penalties) applleable with
respect o the taxes imposed by sectlon 1 of the act of December
17, 1514, as amendad (US.C., supp, VII, title 26, seca, 1040 and
1383), and all clther provisions of the internal-revenue laws shall,
Insofar as not inconsistent with the provisions of this act, be
epplicable with respect to the taxes Imposed by this act.

Zec, 4, (a) It shall be unlawful for any person to transfer a
firearm except in pursuance of a written order from the person
seeking to obtain such article, oo an application form issued In
blank in duplicate for that purpose by the Commissicner. Such
shall identify the applicant by such means of ldentification
¢ be prescribed by regulations under -this act: Provided,
That, il the applicant 15 an individuasl, such identification shall
includa fingerprints and a photograph thereof.

(b} The Commissioner, with the approval of the Secretery, shall
cause suitable forms to be prepared for the purposes above men-
tloned, and shall cause the same to be distributed to collectors of
internal revenue,

{¢) Every person eso transferring o firearm shall set forth In
ench copy of such order the manufacturer's number or other
mark ldentifying such firearm, ancd shall forward a copy of such
order to the Commissioner. The original thereof with stamps
affixed, shall be returned to the applicant.

{d) No person shall transfer o firearrn which has previously
been transferred on or after the effective date of this nct, unless
such person, in addition to complying with subsection {c), trans-
fers therewith the stamp-afized order provided for in this section
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for each such prlor transfer, in compliance with such rezulaty
as may be preseribed under this act for proof of payment of all
taxes on euch firearms.

(e} If the transfer of a firearm is exemptled Irem the provisions
of this act as provided In section 13 hereof, the trans-
ferring such firearm shall notify the Commissioner of the name
and address of the applicant, the number or other mark identify-
ing such firearm, and the date of its transfer, and shall file with
the Commissioner such decuments in preof thereef as the Com-
missioner may by regulations prescribe.

(f} Importers, manufacturers, and dealers who have registered
and pald the tax as provided for in section 2 (a) of this amct
ghall not be required to conform to the provisions of this section
with respect to transactions in firearms with dealers or manu-
Incturers If such dealers or manufacturers have reglstered and
have pald such tax, bubt shall keep euch records and make such
reports regarding such transactions as may be prescribed by
regulations under this act.

Brc. 5. (a) Within 60 days after the effective date of this act
every person possessing s firearm shall regiater, with the colleetor
of the district In which he resides, the number or other mark
identifying such firearm, together with his name, address, place
where such firearm is usually kept, and place of business or em-
ployment, and, Iif such person is other than a natural person, the
name and home address of an executive ofcer thereof: Provided,
That no person shall be required to register under this section
with respect to any firearm acqguired after the effective date of,
and in conformity with the provisions of, this act.

(b) Whenever on trlal for a violation of section & herecf ths
defendant is shown to have or to have had possession of such fire-
arm at any time after such period of &0 days without having regls-
tered as required by this section, such possession shall create o
presumption that such firearin came into the poesession of the
defendant subsequent to the effective date of this act, but this
presumption shall not be conclusive.

Bec. 6. It shall be unlawful for any person to receive or BEs
any firearm which has at any time been transferred in viclation of
section 3 or 4 of this act.

Bre, 7. (k) Any fircarm which has at any time been transferred
in violation of the provisions of this act shall be subjsct to seizure
and forfelture, and (except as provided In subsectlon (b)) all
the provislons of internal-revenue laws relating to searches, sei-
sures, and forfeiture of unstamped articles are extended to and
made to apply to the articles taxed under this act, and the persons
to whom this act applies. !

(b) In the case of the forfeiture of any firearm by resson of a
violation of this act: No notice of public sale shall be required;
no such firearm shall be =zold at public sale; if such firearm iz in
the possession of any officer of the Unlted States except the Sac-
retary, such oficer shall deliver the firearm to the Secretary; and
the Becretary may order such firearm destroyved or may sell such
firearm to any State, Territory, or possession (including the Philip-
pine Islands), or political subdivisions thereof, or the District of
Columbia, or retain it for the use of the Treasury Department or
transfer it without charge to any executive department or inde-
pendent establishment of the Government for use by it

Sec, 8 (a) Each manufacturer and importer of a firearm shall
identify it with a number or other ldentification mark approved
by the Commissioner, such number or mark to be stamped or
otherwize placed thereon in a manner approved by the Come-
missioner,

(b} It shall be unlewful for anyone to obliterats, remaove,
change, or alter such number or other identification mark. When-
ever on trinl for a violation of this subsection the defendant is
shown to have or to have had possession of any firearm upon
which such number or mark shall have been obliterated, removed,
changed, or altered, such possesslon shall be deemed sufiicient
evidence to autheorize convietlon, unless the defendant explains
auch possession to the satisfaction of the jury.

Sec. 8. Importers, manufacturers, and dealers shall keep such
books and records and render such retwrns In relatlon to the
trensactions In firearms specified In this act as the Commissioner,
with the approval of the Secretary. may by regulations require,

8xg, 10. () No firearm shall be imported or brought into the
United States or any Territory under its control or jurisdiction
(including the Philippine Islands), except that, under regulaticns
prescribed by the Secretary, any firearm may be so imported or
brought in when (1) the purpose thereof is shown to be lawiul
and (2) such firearm s unigque or of a type which cannot be
obtalned within the United States or such Territory.

(b} It shall be unlawiul (1) fraudulently or knowingly to im-
port or bring sny firearm into the United States or any Territory
under its control or juriadiction (including the Philippine Islands),
in viclation of the provisions of this sel; or (2) koowingly to
assist in 80 doing, or (3} to receive, concesl, buy, sell, or in any
manner facilitate the transportation, conceslment, or salz of any
such firearm after being Imported or brought in, knowing the
same to have boen imported or brought In contrary to law. When-
ever on trial for a violation of this section the defendant is shown
to have or to have had possesslon of such firenrm, such possession
shill be deemed sufficlent evidence 10 authorize conviction unless
the defendant explains such possession to the satisfaction of the
jury.

Bre. 11. It shall be unlawful for any person who 1s required to
reglater ne provided in section 5 hereof and who shall not have so
registered, or any other person who has not in his possession a







