
Chairman Kcole* Suwaary of fax Bill to be
Reported by tits Houee ftaya

£• A* Sawgra-vo •̂ ^ Meaaa Cesuittee

The Sievoaue Bill of 15&2 is scheduled to be reported out of the Bouse
Hays ajad Mea&s Cottstittee In th« later part of this week* This discussion is
based upon an earlier suaaary of the Xreas**ry Departeasnt which has boon
eerroeted for later revisions, but is still subject 1s minor ©hanges» The
sill M reported by the House Coraoittee Is likely to be changed eensiderably
before e

Yield - the yiaid of the bill is estimated at 6.2 billion dollar* or
billion short of the Treasury mini&aa* objective. Of ths total, 5«J|

billion dollar* are to bo derived froa additional ixtegstB teases and 300 trillion
dollars froa additional internal revenue taxes. Even raore than the
Aot of 19Ul» the present aet is predominantly an ir.oorae tax bill* The
aatod yield if the new tat bill is distributed as follows •

_IOOO)
Ittdividual Xiioosae !^axes
Corporation lt^m& f aaces

Freight aad
lobaooo faate*

Total

Personal Iaaoa» faat

y ^ P * B»rsoaal ejce^tions are to bo l&$ered from #750 to #500
for single persons and fross 11500 to #1200 for jmrriod personal 1^00 dollars
is to bo retailed as eaeet^tion for a dependent* Vsader the treasury proposal*
exosaptiosfis were sot at #600 for single persons and 13^0 for eaoh dependent*
tho treasury proposal to repeal the 10 neroeat earned income orodit against
sontal tax liability nas rojootod as was Urn proposal for aaadatory joisst returns
l^iioh In one stage of the eosstlttee proooodiiigs Jmd boon tentatively adopted*
Similarly rejected nore treasury proposals for graatlug exoa^ptions for w*rk»
lag wiTe»# for eountiag ohlldren age 13 to 36 sad attending school as depends
osts# and for repoall&g present oxeaption of interest receipts on stats msd.
local tax exempt soourities* A treasury proposal to porMt deduction* for
extraordinary siedloal txpwmv* taw net acted upo»«

ftates * The* nonaal tax rate m* raised fro» |> *» 4 porooat, no efeaage
having been rtwaiBiwwiltif by the froasuary* Surtax rates were raised in all
braefeets, but by loss tiam had boon proposed by the Treasury* 2&1* partiou*
larly holds for rates applicable to the iseoae brackets up to about $10*000*
Ths rate 00 thie first |S#000 of surtaxable ineoas «as faised froa 6 to 13
peroont# noteltbatastding a Treasury proposal, to divide the first |£*000 of
surtejoable inoona into four $500 braoJEets subjoot to rates froa 12 to 20
poroset* 2m the higher brackets the Coavalttee rates approaoh these proposed
by the Treasury fairly olosely*

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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Surtax lmtM at Selected Bracket*
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The effeetive rates on tingle tad cm aiorried |M»r»on* -witlwmt dependent*
a* proposed by the Oosigdttee «ure above these propoeed by the 7re&«ttry for
tacoaaea up to $2*000 but the Tresaary r*tee are eomevliftt hlchor fer ineosaee
abort 12,000* Due to the more liberal allow •moo for dependent* under the
Conalttoo b i l l . It* effective rates for port one witli depejadeate are con«id-
erably lees in the lower inooiae braekets than the proposed treasury rate*

Sffeetire Inooae Tax ^atee at iveleoted jLr«oo£ie Level*.
Cciasdttoe Proposal
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as aa aati~innatioaaary dorloe* the treasury requested that 10 puroexit of
iaeosae above exertions be eollooted at the souroo. Vo this it was ob^eotod
that the tax burden In the transition period would bo $xees*i-ve« The
Treasury then submitted a eeapresAse plan umtor which o&e half of the anoust
oolleeted at sowroo <5urin« 2S^5 would be eredited against quarterly peyaeat*
siuriag that year on *l& i&ooaie» while t^» balanoo would bo oroditod against
the first quarterly pm$tm*& O B 19^3 iaooaae due in waroh 1^U»* To ofttaliso
the position of persons who would be subjoet to souroe oolleetion and of
others who would not* the treasury further sageostod that all taxpayers bo
required to pay 5 percent of net inooas plus one fourth the balenee of their
I9k3 liability in Mare* 19&* m e Cowaittee, however, deeided that the
traaaitioci problea eeuld be not aero sisqply by withholding ineoaw at a rate
of 5 pereeat in 19U3* the withholdiags to bo applied fully agaisst 19U3 tax
liabilities and to start withholding over 10 peroont in 19Mi. the ftowsitteeDigitized for FRASER 
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TOi Chalrmn £eele« -5*

b i l l , by propoeinc to start collection at the source later and at a lower
level , will be & good deal lets effective fro» an antl*>infletionary point of
Tie* than the treasury proposal would ha** been*

Indivlda*! Ojtpltai ffalattt and Losses •* Capital »^ia« and lo*««« are to
be grouped Into only two classes, iepeiidiz*^ an whether the assets hare been
held for store er lees than fifteen aontha* Short-tern losses 0 which under
present law ea» be offset against short-ten^ gains of the succeeding year
only, are to be allowed againet either short-oar long-term gains and my be
carried over for a five-year period* Laag*t*»ra losses allowed in full
ether inocsis under the present law, aro to be treated the sejae as short-tent
leases* Furtherawe, Joint long- and *hert-t*r*-; loeees are to be allowed
up to £1,000 cf other

Corporation £orml astd Surtaxes

The n©**8ftl twt on corporation ijaeoiae i s retained imchaa^ed iu the
»ittee proposal bat t^e surtax rates art raised considerably* Th© proposed
surtax rates are 10 peree»t oa the f i r s t |25#C©0 of net ineotis and 21 pereexst
en inexuae in eoceess thereof, giYiag a oosbiii^d rate of i& peroent for larger
eorperat;ien«t as ê aypared wi^i a oo&bixied rate of 35 peroe&t proposed by the

Additional relief w*s granteil ssiall corporations under the alternative
form of eoajptttiiig; rior^al tsac liability* The top in*otae to wtiioh the alterser
tive tax eoaqsMtatiosi a&y be applied WAS raised to #30*000 and the rate applie-
able under this prwviuioa to ancoac in exeees of |2§t000 was re&teed fren 37
te % peroent* A sinilar al tenmti*»e for the oopq^tatiou of surtax liabili-
ties, net ©ontained in the present law, was also prerlded for in the Cosedttee
bill* A upeeial relief prorisioji tor corporatian« i«ith deereaein^ earnings
proposed by the Xreaswy wa* withdrawn when the Ooaasdttee failed to adept the
higher surtax rates whioh t&s treasury had roqu«at©d. A proposal for inveatery
reserres was aeoepted In prineiplo« the rv&erw** to be deUuetiale in p
ing ineeoe and excess profits tax bases* Snder the ^oensittee bill nonaal
and SMrtwt rates do aaot apply to the balanee of adjusted excess profits net
ineews retsainin^ after eateess profits taxation*

£xoes» proflta

Credits • The specif ie exenptiec ef $5*000 is discontinued in the o
aittee bill and the excess profits er^dit granted under the invested capital
aethed is reduced iYoa 7 te 6 percent en invested capital in the 10 nillion
dollar te 800 Million braeJkst and froa 7 to 5 pereent en Invested capital
in excess ef 3K> nil lions dollarB. » o credit rates applicable to the first
l& sdllion dollars ef eaceess profit ineoae are uaohanj^ed^ tills downward
revision ef the invested capital credit will not affect the bulk ef corpora*
tiens which had large earaiugs in the base period and hence apply the base
period Method* but m i l be ef concern primarily te larger corporations with
lew base period earainga*

The CcJsUttee bill retains the prevision that the excess profits tax is
te be applicable en ineenes above 95 percent of base period earnings. By
lowering this perceatage conalderable revenue could have been raised. Reduc-
tion cf this credit would have tapped corporations with large eamlne* *» the
base period which are new peraiitted to oostlttue to earn ̂ 5 percent cf these profit*
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Chairaen i-eelee

without being amb^eet to ©xooaa profit* taxation,

jBatos * Excess jsroflta tax mt©» under the C«asittee b i l l wero r&iaed
sstteii nbovo th» level pro; o««d by th© Trestsur}, but this Inereas« will only
partly oaaapesMi&t© for th« r«T«nu«i loss duo to the jioft^e^eptanoe el1 the hitter
surtax rate* vhloh the Treasury is&d requested. Th© new r*t»s which are to
b» applio&ble to a l l corper&tioii ineoms &Tt«r îwmfirjr 1» 19i*2 are aa follovsi

flpsf.its, tmx Bates
Ceaedttse

Adjusted exosss profits nato inocaae iVesast Proposal Aetioa

First #£0,000
1420,000 to #50,000
#50,000 to £100,000 U5 ^0 67*5
$100,000 te #250,000 50 65 07«5
#250,000 to #§©0,000 55 75 87»5

^500,000 60 75 87.5

sfuaA &» a 9U p«r©«sit rat« @n ©xoeee profits had bean
at oa* stage i» the C«Bnitt<M»fft d*Xl%«rations * i t was saeeested
off icial*, iaal«ding 3»er»tar*/ ^orgexithavt and Mr* Mel*$& that an exee«slve
rat* ef ^perha^ 90 jpereest* (Secretary M©rg«aidtatt) might leaf* l i t t l e ta»
eeiitiire for the awint«aaiuNi of mt£ioiesat pridwetioa asig that i t sdght there* -
fore be desirable to reader th*> tax in «xc«3G of sueh rate refundable after
the mr* the o^^ittee adopted a set esfeoess profits rate of 30 percent plus
a refu»*l rate of lb p®ra«ttt but later reversed i t s e l f i» favor of a f lat
rate ef 87*5$ n^t^st refunds*

Oth<ir

. f ^ 1 tax, repeal of <e&d«h had beer, su^ttosted by t̂ ie treasury,
retaisaed# but provision was aade for aru-iual r«valuati<m ef capital stock

A f lat es-tate. tax eaeea^tioa ef 1^0^000 «as substituted for the exist*
lag basie and iaisuraace e»e^tio»s of t̂ Ô OOO each, Ojft ta« eaeesaptiofai were
lowered tap a basis eacss^tioB ef $>D#0OO |»l«is 1^,000 ftjatiually for eaeh dexkoe*
There «as no change in estate or gi f t tax rates* JSxeepting ^ e f r e i ^ t and
mxgarm** tax, the Coawaitt»« proposed to obtain as* exoise revenue largely fr«t
inereased taxes e& liquor aad en eiaarettess the 5 peroent exeise t«x on

and express oharges i s scheduled te produce aemrly 500 adlllon dellars^ p
w i adopted notwithstanding Mr* Hendemos*s «arain£ that ti» resulting

inerease in freight rates mi^ht seriously disrupt 0,F«A« priee oeilings*

mirtt
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