Goopman & CoMPANY
Since 1963 CERTIFIED PUBLIC ACCOUNTANTS

2560 NAZARETH ROAD (25TH STREET)
EASTON, PENNSYLVANIA 18045-2793

v TELEPHONE: 610-253-2745
Joe Louis vs. the IRS Fax: 610-253-9773

E-MAIL: CPAS@GOODMANCPA.BIZ
‘WEBSITE: WWW.GOODMANCPA.BIZ

Exactly sixty years ago, in the early summer of 1937, Michigan fans took great pride in the outcome of a
boxing fight in Chicago. Joe Louis, the "Brown Bomber from Detroit", captured the heavyweight boxing
crown by knocking out James Braddock in eight rounds. Louis had quick reflexes and a strong punch.
Some experts think he was the best heavyweight ever. In the twelve years after he beat the stuffing out of
Braddock, Louis defeated 24 challengers, 22 by knockout. His hardest fight, however, was not with Max
Schmeling or Rocky Marciano, but with the Internal Revenue Service.

In 1914, the year Joe Louis was born, the income tax had only been in place one year. The top rate was a
mere 7 percent, and a high exemption kept most Americans off the tax rolls altogether. Even by 1931, the
year Joe Louis began boxing seriously, the income tax was so minimal that only 2 percent of Americans
even qualified to pay it.

When he earned over $371,000 in his first two years as a professional boxer, Louis immediately helped
family and friends all over the country. For example, he voluntarily paid back to the government welfare
payments his stepfather had received during the Great Depression. Later, he supplied a house for an
elderly Indian on property he owned. He also bought needed uniforms for a group of black army officers.

Louis wanted private citizens to solve many of the problems that Americans were increasingly turning to
government to solve. He opposed many of President Franklin Roosevelt's New Deal programs and
campaigned for Republican candidate Wendell Willkie for president in 1940. Before the election, Louis
sent Willkie this telegram: "Win by a knockout. It will mean freedom from the WPA and for American
Negro rights." Meanwhile, tax rates from the ever growing government that Louis opposed were heading
toward the stratosphere.

One month after the bombing of Pearl Harbor, the generous Louis gave his entire $65,200 fee (about
$700,000 in today's money) from a fight to the Naval Relief Fund. Less than three months later, he gave
his $45,882 purse from another fight (about $500,000 today) to the Army Relief Fund. Ever the patriot,
he halted his lucrative boxing career and enlisted as a private, earning only $21 a month. When the war
ended, Louis hoped to retire from boxing with savings in the bank and dignity from his career. He lost
both. What he overlooked was the enlarged role of government and the taxes he owed to help keep it
growing. Under President Roosevelt, the tax base had expanded to where most American families (not
the mere 2 percent of a few years before) had to pay income taxes. Worse for Joe Louis was the steep tax
levied on high incomes. From 1931, his first year in boxing, to 1937, when he knocked out Braddock, the
top marginal tax rate had soared from 24 to 79 percent. Louis found himself owing the government most
of his purse money from each of his fights.

During the 1940s, the top marginal rate was hiked to 90 percent, and Joe Louis found himself over
$500,000 in debt to the IRS in back taxes. Roosevelt's new tax laws were complicated and Louis, unlike
later successful athletes, had no tax shelters, municipal bonds, or clever accountants. The IRS would not
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let him deduct the two fight purses he had donated to the army and navy. He could not even deduct
$3,000 worth of tickets that he had bought for soldiers to one of those fights. What's more, the interest
payments were compounded each year, ballooning his debt into seven figures during the 1950s.

Louis retired in 1949, undefeated as a champion, but now he had to fight again. "I had to keep working to
pay taxes," Louis said, "but the more I worked, the less I had."

In 1950, Louis "announced that I'd decided to come out of retirement and challenge Ezzard Charles for
the championship. The reason-taxes.” Louis lost the match in a 15-round decision. After the fight, when
Louis called his mother, she "begged me to stop now, but she couldn't understand how much money I
owed . ... The government wanted their money and I had to try to get it to them."

The next year, for a $300,000 purse, the 37-year-old Louis fought Rocky Marciano, but was knocked out
in the cighth round. Technically, he owed the whole purse to the IRS, but since he had to pay a 90
percent tax rate on most of his earnings, plus back interest from previous years, he still could not whittle
down his debt. Louis's boxing career was over, and he would never be able to earn the money to satisfy
the tax collectors. He died in debt, a broken man. Were he with us today, he might well be one of
America's foremost champions of replacing the current system with a low, flat tax. Joe Louis would want
to be remembered as a champion, a patriot, and arole model for children. He admitted that he overlooked
the new tax laws, that he trusted too many friends, and that he spent money unwisely. As we think about
his life, we should remember Joe Louis as an expert in the use of physical force to knock out his boxing
adversaries, but as a novice when government used political force to knock him out.

[Source: The Jimmie Dodd Photograph Collection, Center for American History, The University of Texas
at Austin, 1407/a, Joe Louis, March 1949.]

Gordon Marino, in "Boxing Pay is Featherweight Class" [Leisure & Arts, Dec. 12, 1997], wrote that "the
great Joe Louis, so fleeced by his managers...ended his days scrambling for a living as a greeter in a Las
Vegas gambling casino."

“Joe Louis may have been fleeced by his managers, but the catastrophe of his last days had another cause.
After the second Billy Conn fight, Louis received a check for $1 million. He endorsed it to the Army-
Navy Relief Fund. His signature on the check made it income, and the wartime tax probably amounted to
more than half of the whole. He should have had the check made out to the beneficiaries. He was never
after able to earn enough to meet his tax liability, with the interest accumulating faster than his income.

“The Internal Revenue Service was relentless in pursuing him, and it was this that drove him back into the
ring, long past his prime. When he no longer could box, he became a professional wrestler, for which he
had no training. On one occasion, his ribs were badly crushed, and his heart damaged. He was in severe
pain the rest of his life, and turned to alcohol and drugs for relief. But the IRS was pitiless and never
relented.”

“Why a private bill to relieve him was never introduced into Congress is hard to understand. Joe was a
national treasure. He deserved to be honored, not persecuted. On being inducted into the Army, he was
asked why he was willing to fight for a country that treated "his people" the way colored people were
treated then. He replied with these immortal words: "There ain't nothing wrong with this country that
Hitler can fix."

If you would like to avoid the grief faced by Joe Louis, please call Goodman & Company, CPAs for
advice, 610-253-2745.

William N. Goodman, CPA
December 21, 2005.
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