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The Tressury group on Pogtwar Tax Policy conbinued to meet
weexly or more frequerntly during the last month or so, ena is now sbout
to draft e report with recommendctions for »nostwar tax edju:ztments. I
expect to have e draft of the renort within a weesk or two.

In the draft recommendatioms will be made for tax legisla-
tion in 1945 and 146 to become effective for those two vears and there
will also be suguestions for the later postwar period. The recommenda=
tions for 1945 end 1946 will be mede on the basis of certain asswmptions
rezarding the termination of the war and may heve to be resdjusted later,
As it epnears now, the following approach will be taken althouzh it 1is
st11l subjoct to change:

1) Level of yield -~ The roport will shoot at a yield level
of approximetely Jeo-4C3 billion (including payroll texes) on the basis

of & f1L0 villion national income. Thus the proposed revenue goal will
be higher then that suggested by the CiD, Ruml-Somne, etc.
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2) XZxcess Profits Tex -~ It will be recommended that the ex-
cess profits tex should be repsaled effective epproximetely six months
after the termination of the Pacific “ar. After the terminetion of the
Buropean War it 1s recommended that the excess profits tax rate be re-
duced somewhsat, perhaps to 65% cnd thet specific exemptions be increased
so as to exclude the bulk of mell cormorztions. The carry-teck of un-
used excess nroiits credits is to be repealed together with the excess
profits tex cometime after the end of the Pacific Ter,.

%) Corvoration Income Tax =« On the whole the rezort will
argue sgainst & decimation ol tne corvworation income tex but will meet
the double taxstion of dividend argument to some extent by vroposing
that the corporation be permitted to exclude from its taxeble income
one~half of dividends »naid out. Given a 409 corporste rate, this would
mean & 20% rete on distributed ixcore snd a L0% rate on retamined income
¢lthough probably the beslc rate will heve to be reduced to 35%. 1In
addition speciiic exemptions under the corporation income tex ere to be
increased and o certein amount of income, perhans as much as $100,000,
is to be considered as distributed for statutory nurvoses. This latter
provision will vper:it smeller corporations to retain without tax venelty
2ll the funds needed for expansion.
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For a number of recsons this approsch is considered prefersble
te the alternative of sivinyg credit for dividend income on the individusl
level, One main reason is thet the latlter approesch is likely to lesd to
en excessively low corporats rate or an excessively higna besic individual
rete because it would be argued that in order to evoid refuné nroblems,
the two retes ought to be the seme.

£lso it will be reconmmended that capitel gains and losses be
treated like other corporste income and that the cearry-foward of losses
be extended to five years. The recommended timing for the corporstion in-
come tax edjustment hes not yet been decided upon tut it is agreed thet
there ought %o be some relief under the corroration income tax when the
excoss prolits tax is reduced.

L,) The cepitel stock tex and assessed velue excess profits
tax are to be repealed et an esrly dete after victory in Lurope.

5) Personel Income Tex -- A yield from the personal income
tax of approxiretely 17 billion 1s anticipsted. It is recommended theb
exemptions be increzsed to 560C psr verson and a besic rate of sround 139

is expected. The top bracket rate will be set ot 65% but it is not yet
agreod uvon at which level this rete should be reached.

Taxation of future issues of state and loczl securities will
be recommended.

6) Excise Texes =- A substantial reduction in excise texes,
with the exception of liquor end tobacco, will be recommended.

7) It will be recomrended thet estate and gift taxes be
tightened and coordinated so as to close loopholes.

8) As a part of the taex prozram it will be recormended that
Sociel Security Benefits should be extended but that nayroll texes should
not be reaised beyond tne one-point increase scheduled for Jenuary 1, 1516,
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