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Revenue Legi elation for the 

transition Period 

At Wedneedey* e meeting of the Interdepartmental Coo&itteoj 
Mr* ELcmgh reported on fee progress of l d s negotiations with Colin staaa* 
Chief or Staff of the Joint Ctamittee for Internal Revenue* After havisag 
presented extensiw b&ekground material * the ism staffs have sxotf beon asked 
to supply the Cm&ittee with reeomeadations for tax legi elation after V-H 
Bay* 25i« reoe£&*Ba&iicns cover the transition period and termination of 
tho excess profits tax only* nothing i n said as yet about later corporation 
and personal incosae tax adjustments* 

Agreesaent i t w a r on tho following program* 

1* Sato Reductions* Bo "substantive tax reductions* aro to ho 
made until tho m r oh fcoth fronts ie over* A possible exception to this la 
point 5 feeler 

2* £peed-up of Gorry^bzck IVovislons ffndertho Excess Profits 
Various measuree are to W t&koxs to spaed up tho availabil ity of carry*feaefc 
refunds so that these funds cas he used for re conversion 

I f the European mr ends In 1945* taxpayers are to he permitted 
to anticipate oarry^hack claims e&pected to arise i n the income year 1^6 
when f i l ing their return for %9h5* end to offset such anticipated refunds 
egainat l i ab i l i t i e s on tncaaa* I t i s understood that these anticipated 
carrybacks are sub^eot to later revision whan the final return for the year 

i a fi&id* I n case of grossly unjustified anticipation of carrybacks, 
a penalty i s provided* A year*a interest B i l l have to he paid on the amount 
of anticipated and allowed carry *»baek# 

A somewhat similar provision i s proposed for speedup on res&ln** 
ing emortUation of war plant and e^uijeaent* Under present law* m r plant 
constructed wider Certificates of Seeessity nay he amortised within five 
years and i f Certificate a of Son-necessity are obtained or terniaation of 
the essergeney i s declared* the unused amortisation quota ©ay he carried back 
at once and aftilly against the preceding years* Under present procedure* 
f i l i ng of refund claims i s followed iy extensive auditing which requires 
t t m to 18 months before payments can be &ade* Under the new procedure 
the refunds would he paid promptly id.thin aixfey days and would then be sub* 
Jeot to Inter auditing and final settlement* 
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I t i s eloarly tmdor stood that these provisions are sot to go 
is&o effect u&til afftar day* I f the w i n Suropo i t terminated In 
Spriug or early legislation mm be gassed in tisao, these prcti* 
glomt go into affaot for the third and fearth instalment on tho irtcc&o 
yotsr £>&yablo i s *?um mad £agto&bor of this yaar. I f ¥*& day 
laior* but s t i l l in thaw prwigions wuld go into offoci iu I9h&* 
I ^ g t a l a t l i n t roduc ing those q>ood-u$>0 xa&y possibly bo t^dorfeakon prior 
^oW^eSTof tho European a»r# irtth tha proviso howvar that tho 
would go isttp effect only after the war airopo ie ended* 

I t should be noted that thew epeod^up provision* do not 
volve any ohMg© in l i ab i l i ty but? are tmrvly a £*atter of timing* Mr* 
Blough indi cated thi&t a i l business groups are very atrougly in favor of 
this adj ustaent an m i l as Mr* Ei&ckley, the BeooirrQrsio& Cotrt Subcommittee 
of the Benieh^Bimooefc (Jrouj> and E&&dolj& P®iil t̂ xo m&da thsoe progoeale 
ever a year age* Sr# B m l would like to go eves, further* 

3# g i g oant IrmRt 1 on. of Po stw&r Credit Provi alons under the 
Bxeega PYofitB on the eam&tioii that the European war i s eiKtedj 
i t i s proposal that the 10 per sent postwar credit for the tax on 
in earn i^y be taken eurroritly axid he deducted ftrm the last two instal** 
stent e p&ysble thia year* Similarly, the oredit could be t&ken currently 
against the tax on the i&eo&e year 191*5 payable in I9l|6* I t trill aleo las 
proposed that tho bona® i s smS in *uad 19k5 is i l l be paid in e&eh osi 

1* al&ough ttere i s s t i l l soiso dsmbt about the latter point* 

g^mi^t ion of Excess |>rofitg fax* TO&la i t i a agreed 
(1) that there ahoui$.: be uo "'tk* reduction* while the w 
ea ©ith®r ft-o&t laet^* and (2) tlsat l ^ r poAcotime tax edjastasiojats ahould 
not bo coMidored..si09r, Sta^. ins i s ts tlmt t^ot^iitg ^ould bo «aid about 
tsmin&ii&g tho profits tax* Ho nm tluit i t would bo bod 
to cut t&s oacoofi profite ta5c isiailo the fac i f lo w contiixuos but i s 
t m ^ I y amd^UB to g i w busli^ssBJtda ^oc^ definite ld»«t a$ to tfao 
03£00a« profits t^x w i l l b© di»o<mtiauod« 

She jroposals on tormiaatioa of tho ta^ haw boon 
agreed uponi 

I f tbo war on botli fronts should end prior to 
tbo tax w u l d oontixiu© to apply to ths iucaao year 1^5 
but bo di«e<mtinuod JSor tSbo l&oomo yoar 

Jf th# w on both froi^t #nda i n 191*5 ^ 
profit® t̂ ifc w i l l be ooatjjau«d for iacoao ywkr 
at a roduood 65 jpoi? rate* 

i f tbo wur om both £&mt* onds i a tha ful l 
tax to apply oxt 1^4? but w i l l bo diisooixtimMid 
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I f tbo *ar on both fronts o&ds 19M> or l&tor* 
tho ©s&ooa® profit© tsut I * to mntlnm at ibo ful l rata 
m \9h& Income• 

0& tho mnolo agroaaast- to thi* oohodulo a aubotantial improwsonk 
flroft'tbo Jroaauxy point of oisoe originally Stasa wanted to insist on 
a rata reduction on tho o&cose profits tax after day tut before victory 
in tho Paciilo. JU the 8rrangOH#i3& sow stands, tho tax wi l l coatim*e at 
tho ful l rata through tho inecKO year during ushich tho Faoifio war onds* 
SSio provi *io& reforrisg to victory on both frouts prior to Jum 19if5 look* 
rathor dubious but i t wat fa i t that tho atsw^tioit i s sso usroalitttic that 
i t oakba no diiforsme ai^hw* 

fho urmsod grollt^ ero&it o&rry»»b&ol£ i s to bo dlgoafffcltmod 
together with tho profits 'tax iteoif* i f i s t&o iast 
cmo yoar to *&&ch osooes profits tax rate® apply* thi© wi l l also bo tho 
laat yoar for mieh a credit oaxi bo olaiaaodt 3horo bowsvor, tho excep-
tion that i f tho war should and on both fronts prior to Juno of this year 
ocd tbo tos: bo disoontinuod for noat yo&r, tbo srodit carxy-ba.ek rould aovor-* 
tho les oontinua.for 191$* this laould not soom of mob iiajjortoaaoo bo«* 
oauoo tfc* asmniptioii 1© too \usrealii&tio* 

fho logs oiyry^back provision i t to coutimo for one yoar after 
tbo o^coeo profiia t»x 1* <tiscoutInusd* 5ht* wa» f s l t to bo fair oinoa tbo 
lose oarry~baok would bo olatasd only by tho so who are particularly hard 
bit by tbo tra&«&tioa period* 

Sho opooi flto oa&aytion uador tho oxcose profits tax ia to bo 
red cod ae of Jmiary l^lifc fro& ^STjOOO to f25*000 i f tbo European war i s 
over* 

5* ^fepit^l^ stook ^ d Boelorofl Vfelus Exoess ffroflte i t to 
goftorally agroad! tbat tboso kro a miiahoo and that thoy ebould go out 
at soon as postdblo* jProsaost di soutcdoa iarit& Stam iadioatoo that thoy should 
bo discKmtirmod for tho f irot yoor after tbo terisimtiou of tbo Buropoaaisrar* 
Howewr, thio m>uld bo iucompatlblo wltb tbo principle of 11 no oubeto&ti^o 
rato roduotiosa ^hilo tbo w laots*1 m& may ttoroforo bcfvo to be roooasidorod* 

goaoral Coneddoratxono» I t lir* Slough» & intontioa to 
baw tbeoo rooomoaaatiojas prooono^' by a promblo atatisig ia ratbor atrcmg 
atsd o ^ l i o l t tormo that tboy aro mado on tbo aesmptioa that uadortying 000* 
ao&io dotrolopmont« affeor dfl̂ y ond V^P day ndl l bo suab ae to rondor tbem 
dofiirablo* ^rt S tm l a inoiotoat* h w w , that tbo rooimiandatioaa ivith ro^ 
gard to tominatioa of tbo j>rofita tâ e bo ^ado without auob ooaditioaal 
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clause I t look* m i f Mr* fco mittiqc to y ioM tho pot&t* 
Wxfm*mr* ho i t wi l l poooifel* to i&trodueo phr**** 
wMoh -s&Xl loavo an i f eos&lfcioii* ro^uisro I t * Ho ftolo that t&O 

of o&slioit eoisdltloa&l isoy m% too W . 
t M i roporfe to fe# giwta to t&o pufelto but o&ly to the Co^ilttoo* 
Howovsr, 2 isidioatod to fato thsfc you nould probably fco i a otroag diifcgroo** 
s&fti iriLtb thio* 

otoffft of tho Joint Comitto* mi tho Kroarory (lir# Sfcast 
osd Mr* Blmigh) *&11 to tls© ifoi&t eomittoo oortfcla proposal* 
for to* le£l&*tio& in t&e tro&oltloa pariod* n i l l ettmr* 

1* I g g t^op provi sivm to feooos&o offoot 
oftor VHB dsy* l ^ W m l l noOaelSil^1'" my r«*io reactions but ggtvt* 

fcvoili&le at ism d&to ftjf pomitfcisag tbm^ to offset 
oarirosaS E^gtlsl^tioa on thio point roy to ox^octod 

I»rh*$s l a lipriBg or o&rly gitraor* o& the of* tfao 

2* (taWtei oo&eidor&tio&a doiomi&lsag tho ̂ tomit^tidn^ of 
tho yroflt^ t&3y fhe t̂ ac is&li oo*ti«*i* nt i&o fuJtT r i l e "wiltX 

w i l l ditooattauwd for laocs* yo&y fo l l ow 
iag iwmimiklpn of Bad f ie fim profits c^odit e îry«4raefe 
w i l l iriih tho tax, tho 1 m& wi l l 
for orn t&oroafter* 

eoplt&l utack doelarod wluo profit© 
to bo diecs^timu^d i w tlio jro^r following vletoiy to tho l^ t l i lo 

Origi^mll^ I t w s to ^rooo^o tho^o 
iadth otrosg oosditiomX fttato^at th&t tl̂ ojr oUould go Snto offoot only 
i f but Stea that tito oaiooot profit! 
t«̂ fc m^mmmS^kiQm io without euqIi $rovi*o# miê  ylold 
tbo hoo^u^o ho th&fc Won to g i ^ im oti otlior 

m& tlmt I t w i l l feo pos^iblo to imjr oom to introduoo toM oo^dltlosdiig 
ootito^ooi! i r l l l e lw im I f ^oooo&ry* • J ^ o t to t>ri»g tide to 
your attojdsioB yom wish to wioo your objootlaae* 

With tho mtmpKim of f i t t i n g tho eoixdltlo^l thooo 
jpoo^mo^atioaa^ Quito i i L i t l o laiftt By caS lorgo 
tfeo trm&ltim p*r&c<& w i l l to m tfeo doflationwy 
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