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•oftl7 dollar ol propon:r, nal proport.:r or eeouri1.1oe 
\lla\ uq Jlll&lleh 41.\1- - 1D tiM 11111\ecl S\e\11, t.bo:r 
blft &&J'Md \o •U dviJic tiM DUt 12 -t.lle, 1n ord.r 
\o rai• tile .,.,.T \o flllT tor tiM ortt.ro tM:r haft alrMd7 
pao.cl, t.M7 oro aol.nc w .. u - .... .,. dollar ot 1 ' · • 

6, 1911 llqu.l.d dollar u•\1 ol till Brit.l.ah had r1•n r,.,. e.­
U50 tii.........S a\ tile o\u\ ol laol-louo \o U billion on 
J&~~~~&17 1, 1943 - -1u1w ot ... .,. lora• bold1111• bT Sou\h 
Atr1u. Barl:r in 1941 tile Trouu.,. Dopon.n\, in _,. .. u.., 
with tM otll.er lpM1 .. , ba4 1111\11\ecl and prooaod tor 111 1n­
oi'IIM 1n \he eoopo ol lel>ll-leUI in order \o rell.,.. tile 
pi'I .. Ql'l on Br1t&I.JI' • aold and dollar hol41nce, and le\er \o 
ne\oro \hoM balaaooe \o a left1 oou1dorocl bT till Br1 t.l.eh 
u _,...,.tor 110rlc1.Da pupoMe. Ill uoordllloo wi\h \1\a\ 
poliO)' a INIIber ol \,.....o\1.,... wro pleood ul>llor lal>ll-leall, 
111doh otlleniM 1IOUlcl haft had \o be ban4lad b:r the Br1 t.l.eh 
ao a oaeh buie. SiAM tile eoopo ot lei>II..J.ouo had 11oM 
1Dc.......S 1D or!Mr \o M1A\&1n 11>11 booot Br1Uall bel•.-e, 
it be- MOIIII1'71 an \hoM balaaooe oont.l.nued \o r110, 
\o 001111dor ....,\her a lla1\ ehould be plaoocl upon thea • 

• • • 
S1Doe ,_..,. 1943 lrit.l.all balaaoo• ban oor>U......S \o riM, W>t.l.l 
U..,. are -a\ approxlaa\el;r $1.6 bl.llion, or t600 111U1on ., ... 
U.... tile \op t111V1 •t. a\ tile bo11DD111& ot \ho )"'ll'• Ia llt.T tile 
,...,.,. 1a1t.l.atecl d1101&111ou wt.\h till Brit.l.all tor ru •wr1ale 
u reo1proool aid. I\ -. or1&:1D&ll:r expoot.ocl that. bo-
$200-$)00 111U1on -uld 'be roooincl. 1D \h1l ft¥• llownr, the 
•aou.u- baw \llraA a loGe u-, MJor par\1 ot tile s.p1ro 
Mft eUU aot. lp'llld, 11>11 oftn -1ft .,ntlll t1011- it 11 no\ 
boll....S \11&\ tile roro1p ~011011!.0 Adllinl.e\ro\lon will haft rocoiftd 
l'ft M\eriale tr. \he Bri Uall liloop1ro .. cb in IXOIII Of P,OO ooill1on. 

Br1Ueh la .... t..D\1 !! !!!!, Ulll\ed S\1\le 

Ot tM oot.iaa\ed U.$ b1Uinn of "-rllllll uvoo\MII\e oorned b:r roe­
idoaw ot tile Ulli\ed lh1dm aJIPI'Old-tel:r $400 mU1011 baft bOla 
oold ft\ri ... t.. ·~ 111" t .., _,.. plA1IId ap1net. aa IIPC loul ot 
U90 111ll1011, 11111eb-. la\er rocluMd bT ~\ \o $)50 111111•· 
Aooord1JoclT, tile Jr1t.1eh e\Ul ro\1111 abol&t. 1650 111U1on ol tile• 
u ... '-'e, witll .. n.r1Jip .. ~ 11>11 aaotller $450 111U1on ... 
011 dopooi t. u oollawnl. 
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s_,.y o! Dollar .Poai Uon 

1n a-r \be llr1Uoh toretsn acil~ poo1Uon Via-t.a t..•• 
United St.atN - aoluding t.he hol..dinge o! other par\11 ot the l:Apire 
w -u the United :lt.at.ea, .,..1c:b haft illprovect owr t.be period -
hu cilaneect u toll.otMt 

Gold.. . ... ... .. ...... ..... ....... $ 202 
Ott1c1al dollar balanoee. • • • • • • • • S4 
Primt.e cbllar balanoe~~ .... .... .. ~ 

Total liqu.id b Uanxr ••• ••• 

u. s. 1eour1t1 ......... ... . ..... . 
Direot and lll.aoellaneo\111 

1nvoe~t. 1n u.s. •••••••• 
~ oollatval. plecleed to RFC 

616 

900 --

lf-5 
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'll>t ari\1111 oppoM azq etron b:r U.O uai\ecl S\atoe \o u...- u.o 
000pe o! ,..,.,_lAue aid, in ord<lr \o pre .. n~ U.O 1Doreue i11 BriUIII 
ao14 and dollar bol.ci1Ap. !lle:r poin~ out U.O\ romp -triea 
hold appro.d.•wl.:r t7 billioa o! ahor\-\ara ol&i• oa a\erlinl, t.ba\ 
Uloot o~rllnc balluloo1 0111*1 ou\aide ti:nclaDd are inoreuillc t.bJoM 
or tour U•1 tu~r \han U.O Bri Ulll balluiM ot plcl aod doll&ro, 
~~ aooordi"'l.:r t.booir in\eruU~ tin&noi&l pooiUOD 1a woi'MIIizlc, 
and ~~ tho7 DMCI ill u.o aolcl and doll&ro \bq.,.. oo~Unc· 
1'\U"t.M,..ro, U.0,. UHf'\ t.b&t ot U.0 Sl,6 billion bolclinp, $)6S 
111ll1on ... ~ bo clocluo\ecl boc&uoo of opooitio aolcl aod dollar ~\ 
obllpUOIIO \o toroip OOlin~riea. 

'l!>tro i1 no doub~ t.b&~ \beoo ao1111~1Dc 1\0rllnc obllpUOCll ot U.O 
Br1Uoh oonaU~u\0 a oori.ouo f! IIAIIohl problAa e1pooi&ll,:r for U.O 
pon-.r. !he pollo;r problAa 1o -U.Or U.O aoopo ot ~-lAue \o 
\ho Br1UIII 1hollld bo kept u wide u U - 1e lor \bo pv.rpooo ot 
eiiObllJII \be Br1Uoh \o lleap a c>'l>ld.nl reoorw apinot obllpUOCll 
"' foroicn oountriea, wldoh tbo BriUIII do no~ in\eod "' _, UDUl 
\be poot-<rar, A !llr\ber OOIUiicleNUOD 11 \be\ aoe\ or tbo lbor\­
~1"& obllgaUOCll - b;r U.O BriUIII !ill uodar \110 ha&da• 

l. *"' ..... aoO\all.atad ba!ore \be u. 3 . 1xtlndod lAnd­
lAue &idJ and 

2. lloa\ ot \booo oontreot..d 11nM lAnd-lD&at ora owed \o 
llriUIII ~ra OO'Wl\riee. 

I\ 11 reoopiMCI \11&\ in ill probal>ill\:r 81'1\&in oan aka no bettor 
clealo witb \be Doolin10Cll and witb IDdi& \han \o po;r in 1~rllnc or 
ooU \btir ooouri.Uo1 book w tb•. But U .... , &lAo bo reoopiMCI 
\hot \be eo- of \be BriUoh po1iUon 1a tb&t tb& 1copo or U. s. 
lAnd-1- obnlcl bo !lap\ w1do in -r \o ooapoiiM~ for -t&J7 
pa~ato acle \o u.o l!llpire. 

1l>a oONd.doreUOCll llbioh JII"CC-s'\ecl \be Pre11dao~' 1 d1NC1Uft o! 
"-r:r 1, 1943, uo .UU IICNIId, and J'OCiuiN aoUoa \o CIUr\&11 
Ulo ooopo o! lAnd-lauo &1d to tbe BriUah, 'WllA1a COQcraaa ia ia­
foraad of tbt ai~uaUoo aod a.croo• \o a aore cenaroi&O pollo;r. 

1. I\ 1e t.bamore p.ropoMCI to b&ft u.o BriUIII po;r tor • lorgor 
proporUon of •bilian pod• ob\ainod in WI o01111tr;r. 

2. In par\itnll&r, it 1a p.ropoMd to dia-u- oor\ain \J'ODO&OUOClO 
llbioh would DOftr b&ft bMil uodanakon except tor Br1 \&in 'I aou\a 
lbortaao of doll&ro, allll llbioh uporieaoe baa ahowD are oppond 
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b)' ooaaiderable -u- ot op1D1oa 1A \lila _\.,.. ,_, u. 
\ -OUOU -"lob 1\ ia ~10p011d \o ft\ ON I (a ) lolli-w .. 
O&pl\01 wt.allatiouJ (b) ott-ebon pai'Ohuea aiiU u I•laad 
filii, Caribbean a111ar, and oil !lUI ou\aide \be u. S.J (c) obi­
Uan coo<~• \0 u. ll1ddla liu\J (d) au aooc1a "> Sou\11 Atrioa 
(.mtoll i a w U ott t1Auclall¥) 1 (a ) -u NqlliaiUou (wtd.ob 
are a nl.l!.aanoe )J (!) certain o\llar controwra1al ciriU... it••• 

If 10• appi'O'N wiU 10" pleuo 1nd.1ca \O bal.ow1 

I'Coo ricn 
U/17/4') 
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11,r uar Atalnl Le~t 

fbi v. s. ,, .. .,., bu 'Mea ftquetea ~ till 
GoYer .... t of IIIIU& to pant ltl lMMlate epprnal 
fer tbl leDi•l•a•ia& ef 100 alllloa eua••• of ell••• 
te the o.nr .. at of IDilao TM Oenr-at ef IM1a 
bu lacieatei tbat thla ellnr wlll M uiM flit anU• 
illfbt lOMPJ pllrpOielo 

n. U. s. freuiiPJ l "' 'Mea abciJiD« the e1tuatloa 
la llldia u4 'MHn11 that \he "'" of t bla aUYtr .., 
be of ualatantl te tbe liOTer-at of Wla 1a lte 
effort. to tope wl~ the Utfleult pP0\1• of bllatloa. 
R041nt r , ai1111 Illdla la a MIO fer a iUt &PJ operaU-
111 iaetera .hia alii ai.Me the Ooni'JI:Ieat of bila r.u 
.:l"a all1taJ7 MMult, aa ... of ih pPl~» l rd arp­
.. Dte fer the leDd•l•a•ill« of tble e \lYer t feel that 
tht Co~bined Chi ef• of Staf f ~1 ha•e •• lotflreet La 
lhll ~tter. 

Therefore, I would apr reola\e it the Coab1Dt4 
Chlefe of Btatt woald teke uaier oeoalderetlea the 
quutioa of whe t her or uot the iaporh1111 of pant1111 
\ l1l1 requeet traa a allll&PJ polat of Yltw outwelcha 
the f loaaol al oonelderstiolll laYol..&. 

It tho C~1De4 Chief• of Staff feel that t hl• 
.. t t er l• of . .... ,. to it, I would 'be pl•••e4 to 
rtHln l te opWoa u to t bl 4ea1rsbll1tT et aeq1l1· 
eat~ to the Go•era..at of India'• requeet. 

S1Di fl rtlT 7our•, 
~) IL Ko...-IAA, Jr. 

Seoret1P7 of tbe tr•• •UJ7 

icim\rel •uu .. D. Leallf, 
Ch\et of Statf to the Ca &IIIIer 

1a Chi d of U.e u. S. Al'llf an4 llaY7, 
• a•b la&ta~~, D. c. 

Bl11/lnlefa 11/18/U 

1£18 

• . -
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November 16, 1943 

TO: Dr. White 

FRo.! : The Secretary 

I wish you could either take it up with 
the Combined Chiefs of Staff or prepare a letter 
for me to write to Admiral Leah7 explaining to 
Ad=lral Leahf that we have been aaked for thia 
100 million ounces of silver for India and doea 
it mean anything to the Combined Chief• of Staff 
tba t we make this loan to India and a leo explain 
to them that I am asking for this information be­
cauae I could uae it if it ia favorable , when I 
appear before the Siiver ComRittee in the Senate . 
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11/10/43 

Reedlnr copy or SecretAry's address berore 
the association of :Ia lionel Advert isers ln 
Nev; York Ci ty . 
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OEm'LEli.EN ~ 

I am glad to have this opportunity tonight to talk 

to the Natlon•s leading adverti sing people, because I 

have confidence in the ability or adverti si ng men to 

bring t he !acts or the war to the American public . And 

today, perhaps more than at any t i me since the war began, 

there l s a vital job to be done on that rront . 

The dangerous dream or a quick end to this war 

grows more serious every day. It ls particularly 

pressing right now. On every hand we see a surge of 

acti vity to prepare tor post-war, sometimes at the 

expense or the vital Job at hand . Tne stock market 

nas been in a steady decline ever s ince word first got 

around that the Nazis are about to crack . 

191 
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The newspapers regularly report new signs o! the coming 

collapse o! Germany . In Washington the exodus to 

after-the-war jobs has started in earnest . 

No one in washington can give me any concrete 

evidence that Germany is tottering on the brink o! 

capi tulation -- and I have sought out practically 

everyone who would have any r eason to know. And I can 

tell you t hat on the Italian !ront the Nazi troops 

are not near cracking . 

It is always possibllr, o! course, that the people 

on the Nazi Home Front will be unable to take t he bad 

news !rom Russia or the terrible destruction our bombs 

are raining upon them. 

192 
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aut i! t he Nazi Home Front should crack, that 

would be a wind-tall . In the meantime , we are only 

playing Hitler ' s game when we see peace just around the 

corner . 

I am convinced, by the ~ay, that the Nazis nave 

a proprietary i nterest i n this wave o! optimism. 

The early signs or German collapse came !rom stories 

printed in Nazi-controlled newspaper s ; then from 

travelers out or Germany, who reported their 

observations to neut ral newspapers , chie!ly those with 

pr o-Nazi tendencies . Finally, Hitler hlmsel! managed 

to convey the impression in hls most recent speech that 

11!e 1n Germany 1s hell . I cannot think that he and 

!.tr . Ooeobels woula be so tender about keeping us posted 

or a comi ng cri sis unless there i s a rabbi t i n the hat 

somewhere . 

Regraded Unclassified



194 

- 4 -

Those who hail an early crack-up ot the German 

nation have not talked to German prisoners , I can assure 

you or that . I had some first-hand reports on the 

state of mi nd of prisoners when I was i n Italy. They 

ard mibnty arrogant . Tney bel i eve i n Adolr Hi tler , and 

say the Russian campaign is t he !ault ot t he German 

general s . They don•t understand when you talk to 

them about Democracy . They say: "What? A nation 

wi thout a F'uehrer? That 1s chaos!" Then 1t you 

pursue t he subject of their present leader, t hey may 

admit he is not perfecti on -- but he will do very well 

unt il t hey tind another . And get this, gentlemen --

they say their next Fuehrer will win the next great war . ---
So here t hey a re -- these defeated prisoners - - already 

Planni ng another assault on civilizat ion . 
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This i s one reason why we must concentrate on 

fighting the war right up to the last bitter day . There 

ls a good chance that lett i ng down now can needlessly 

prolong the war for weeks and months . 

I 'las in Italy three weeks ago. I went with 

General l~rk Clark up to the front lines . I drove in 

a jeep through the mountains to a spot witnin a mile 

of the Nazi troops . I went t hrough a small village 

or what had, a few days before , been a village --

called Dragoni . It was still smouldering . American 

bulldozers were ~sy clearing debris out or the streets 

so that our supply trucks could get through; and at 

one spot our Jeep had to climb high over a pile or 

masonry and stones that the day berore had been a publ ic 

building . 

195 
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That was about all there was lett or Dragon! -- that 

huge pi l e or wreckage . It was the same in a halt dozen 

other small t owns t hat we passed t hrough . That happens 

because the Nazi s don't like fi ghting in the open . 

They run !rom bui ldi ng to bui ldi ng, and Mark Clark 's 

F1Ctn Ar;ey or Jimmy Doo.dl;tle •s planes simply have t o 

take -the bui l di ngs down around them. It i s , I can t ell 

you , a mighty slow and dltficul t process . l'lhen I 

broadcast !rom Algiers, I pointed out some or the 

dif ficult ies or fi ghting over there . "I had no idea,• 

I said, •or the terrible terrain in this area over which 

we must tight the Nazis . The area between Naples and 

Rome is mountainous and thick with trees and foliage . 
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It 1s ideal tor defensive action, because the Nazi 

rorces can hide high in the mountains , and fire on 

our rorcea wl thout being seen. And when they are 

driven from one mountain, they need only to retreat 

a rew hundred yards to another and it is the same 

th l~ all over again .• 

Since I left Dragon! , the Allied Armies have 

managed to get fifteen miles closer to Rome . Five 

bloody, hard-earned miles a week, that •s all . But 

lt lsn•t the fault of our fighting men . They are tough -
and ln the pink or condition . They•ve got what i t takes 

to l ick the Nazis , man for man . The !act is that no 

Army ln the world could move any raster . JV-wiU lie 

almost a m1,rac:ad.t ,. a &I a tn t\oma 8&fere• Shi s s' 'tfi· 
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And that •s the picture on the Italian front while we, 

bacx nere, are congratulating ourselves on poli shi ng of! 

the war 1n a hurry. 

But even that •s not the whole story . 

The weather is closing i n over there . OUr t roops 

may be without a t r protection more o! t he time t han 

th~ will have it, and they tell me that air protection 

Is just about t he most i mport ant si ngl e !actor in 

modern invasion. 

I talked to General Dooli ttle aoout t hat tn Tunis . 

In his war room, ltned with huge maps of the entire 

Allied battle front , he showed me hOw aircra!t are 

dispatched almost on a moment ' s notice to any fighting 

sector to take care o! d1!!1cult enemy implacements 

or stubborn resistance . 
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Just two days before I arrived in Tunis, Doolittle said, 

some ot the forces i n Italy were caught in what might 

have been a serious trap had it not been tor the medium 

• 
bom~ers called to the scene . 

.• 
In an hour or t wo the bombers had done a job 

that would have been next to i mpossible without them --

and certainly would have meant heavy, bloody losses! 

'rhis was only one case that Dool ittle pointed out 

where a temporary setback had been turned, through 

lxmediate air support , into a victory . 
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But now the winter is here , and the weather 1s 

closing in . Jimmy Dool i ttle and Air-Marshal Tedder cannot 

send alrplanes anywhere , at any time , on a moment ' s 

notice, as they di d thi s summer . Is there any promise 

ot early peace about that? 

Or , can you find hope of quick victory in the fact 

t nat toe Allies nave--still not crossed that narrow dl tch 

called the English Channel , for th.e simple reason that 

the other s ide i s lined solidly with sudden death? 

can anyone really think it is going to be easy to bring 

Germany to her knees in unconditional surrender while her 

troops are planted within gunshot of Great Britain? 
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aut because the Nazis promise , through their 

propaganda bureau , to told up; and because we 1 d like to 

get on with the peace , too many or us are getting eager 

to sidetrack the main Job. 

Personally, I think it is serious enough to call 

for somebody to do something; and I came here tonight 

because I think you advertisers and advertisi ng people 

who are already using your talents and facilities and 

genius to make the American people understand many or 

the !acts ot war, can ao still more . --- ~ 
I asked your help once berore . Representatives or 

your group came to washington a year ago and I told them, 

201 

I t I recall correctly, that we were raced with the biggest 

selling Job i n history with practically no precedent 

to go on . 
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Through your war Advertising Council, you secured 

the volunteer help of the ablest advertising people 

1n the United States and the cooperation of advertisers 

and ~edia , and went to work . I think everyone knows 

That a splendid job has been done . 

During the Third war Loan, advertisers sponsored 

99, 000 aavertl sements ln the daily newspapers -- a total 

' c 
of 61 , 57~ , 588 lines, at a cost to themselves of more 

than six and one- half million dollars . Two-thirds 

of the advertisements were prepared by the adver tisers 

themselves, and one-third were prepared for us by the 

War Advertising Council . 
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Tnrougnout tne Dri ve , I am told, practically all 

of the 10 , 000 weeklies car r i ed advertisements whi ch were 

paid ror by one or mor e local businesses . 

In daily and weekly newspapers, business supported 

the campaign with more than eight and one- halt m1111on 

dol lars worth of space . 

On the radio you di d a magnificent job . The 

Nati onal Association of Br oadcasters tells me 

; , }82 hours of radio time and 200 , 000 announcements 
.. 

(valued at $12 , 000 , 000) carried Thi rd War Loan messages 

to the publ ic , throughout the days and nights of the 

Drl ve . 
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Through the Allocation Plan and additionally 

contributed t ime, adverti sers played a most important 

par t . You gave us the use of your best radio audi ences . 

204 

At least $,,000, 000 in magazine space was provided 

by advertisers and the magazines themselves . 250 general 

.-a~~zlnes , 5o farm Journals and 450 business and trade 

~a;az1nes each contr i buted a full page . 

Adverti sers and the Outdoor Industry provided by 

all odds the most expansive outdoor showing of all 

time . I am told this had a value or $1, 700, 000 . 

Thls '-week campaign, provided by advertisers, 

would have cost a commercial advertiser $,0 , 000, 000 - -

10 mi llion dollars a week ! 

• 
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A Nat ional survey made afterward revealed that 90% 

of tne people in the country knew about the Bond Dri ve, 

and understood that extra Bond purchases were the 

measurement of participation. This was an important 

contr ibution, tor in previous Drives, too much or the 

publ ic t ook the position that "They don't mean me . • 

You see, therefore , something or the job advertising 

has done . 

You may be interest ed to know t hat my experience 

'Ri th adver t i si ng in connection with t hi s war started 

even before the war Loans. 
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It started back in tne days when those or us who 

relt that an attack on tne United States was inevitable , 

were tryin.: to get t he country ready to defend our 

shores against any aggressor . Our biggest job was 

trying to make the people see that, as the President said, 

:.e couldn • t simply cllmb into bed and pull the covers 

over our heads . 

In those days -- a bout four years ago -- Gallup polls 

pointed out that 92% of all Democrats and 94% of all 

Republicans were saying that we simply should not f i ght . 

Yet steps had to be taken to protect ourselves --

steps that worried some Americans because they t hought 

we were inviting war, inviting war simply because we .. 
admi tted its approach . 
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:Ut even then we had a good idea or Hitler' s program. 

-:1e felt sure he intended to take Britain in the Spring 

of 1941, and t hen joln forces with Japan and go to work 

on us 1n the fall . And we could not be sure that thls -
program would not succeed . 

Today everyone everywhere agrees that we were 

scheduled on the aggressors • program as much as Poland, 

czechoslovakia, or Britain . But things were different 

then . 

Even Dunkirk, and the Fall or France, did not 

arouse the American people to a sense or the r eal ity 

or the danger ahead . 
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Here was the very moment when the light or 

c1v111zat1on in Europe came nearest to dying, perhaps 

forever . The British were desperate . Their entire 

rut~re , their whol e defense depended upon getting 

ffiat erlel , and getting it quickly . 

Winston Churchill had made it clear that equipment 

losses at Dunkirk had been staggering . Britain needed 

everything-- artillery, ammunition, aircraft, and 

~ost of all rifles . Every able-boai ed man in En&land 

had to be prepared to tight ott invasi on, but in all 

Brttaln there was only a handful or rifles tor them, 

and not much or anything else , and you can't stop Nazis 

with sticks and stones . 
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The British needed help . Somehow, by some means, 

we had to get them so~e ri fles , and enough other 

equipment to prepare them f or the invasion which seemed 

imnlnent - -and which, if it had been imminent, almost 

certainly would have been successful . 

General Marshall , and a group from the war and Navy 

Depart:r.ents, came several times to my o!tice to discuss 

what might be done . After twenty years or peace, we 

had very little equipment or any sort to use in f i ghti ng 

-·-a war . But we felt that if we dug deeply enough we 

could find some obsolete materiel , and perhaps some 

equipment in private hands , that would help out . Before 

long we found Quite a collection or usable materiel . 
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For example, we touna 500 ola 75 millimeter guns, 

and 400 Thompson sub-machi ne guns lett over !rom the 

last war . The Navy turned up 5000 obsolete }0- pound 

bombs and the Army round 560 hundred pounders . some 

~lace , we !ound 80 out- o!- date torpedoes, and someone 

came up with 500 }8 caliber revolvers which antedated 

even the Flrst World war . 

To arm the Br1t1sh foot soldiers and the Home Guard, 

we managed to dig up nearly a half' mllllon rifles . We 

ml tiht nave added to thls several thousand more old 

Sprlng! leld }0- }0•s, but there was no ammuni tion to 

be round anywhere 1n the world, and the guns were no 

good Without bullets . 
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What was more i mportant , we f ound that this 

equipment could be sold legally to the British without 

Involving the American Government in an act or war . 

When I look back over the last three or four 

years, I think this meeting stands out above all else 

In my mind , because the stakes were so great . I am 

proud and happy to have had a hand in arrangi ng for 

this materiel to go to Englana in her darkest moment . 

I snuader a little to t hink or our cast-off equipment 
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being thrown into battle against the Nazi ' S modern 

machinery of war, but 1t was certainly better than nothing. 
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Bri tain was again armed , inefficient and meager though 

the armament may have been, and civilizati on passed 

a crisi s . But it was a mighty narrow squeal< . 

It was back in these days when we were struggli ng 

to make the public see what stark dangers lay ahead 

that American advertising men first came to the aid 

ot their Government . I t seemed obvious , at least to me, 

tllat the American people were not getti ng the true 

si gnificance or the news repo:ts . They did not see 

the approaching danger . somet hi ng more positive had 

to be done . That something, i t seemed to me, was some 

good , factual , hard-hitting adverti sing to help the 

people see and feel what we were up against . 
' 
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Not long after that, advertising began t o appear. 

It was bought and pai d for by patriotic Americans who 

took upon themselves the responsibi lity of making their 

friends and neighbors awa.re of the situation . They 

~ere written by some of you advertising men , I think, 

who are here tonight . You were pioneers then . You 

were pioneering the biggest job or public information 

in history . And you were pioneering too in giving 

advertising the dignity of social responsibility . 

Obviously we could not continue indefinitely 

to t1nd antiquated guns and odd bits of equipment in 

private hands for the British to buy and use . 
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The time had come to take drastic steps . We knew for 

example that a few mont hs later there would be a crisi s 

1n the Bri tish Navy; that wit h the r ising power or the 

Gernan Navy, Britai n would have too rew ships to defend 

t ersel! , let alone keep the invading Nazis i n any kind 

or check . 

The public haa to be maae aware or this situati on. -
The majori ty or newspapers went to work on the pr oblem 

editorially and you prepared an advertising campai gn 

that helped achieve amazing results. That was only 

three months after Dunkirk, but the Gallup box score 

began to look much different than it had before . 

Regraded Unclassified



- 25 -

stxty per cent of tne American people stooa solidly 

back or tne President 1n transferring over- aged destroyers 

to the British to help bolster their Navy, The people 

were beginning to see . 

A few months later there was another educational 

job to be done . Nazi u boats were preventing our 

sh1~p1ng from reaching i ts destination . It became 

necessary either to convoy our freighters or simply t o 

consign a good part of our materiel to Davy Jones . 

To tell the public about this , _you developed an advertising 

car.paign . I remember one of the advertisements . It was 

headed, "Okay, Mr . President, go ahead and clear the 

At lantic . " And again you were helped by many 1nfluentlal 

editorial columns . 
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What the President was able to do 1n a fireside 

chat, plus what you were able to do, gained the support 

or a majority of American voters behind the idea of 

arming and convoying our ships . F1fty- f1ve per cent 

or tne people backed tne decision, and only thirty- eight 

per cent definitely opposed it . A few weeks before ; 

fifty per cent or the people had been definitely 

against it and only forty-one per cent were willing to 

see it done . Here again was a victory for the policy 

or lett ing the people know the facts . 
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Public sentiment is much improved now . Today 

the Nation 1s not only solidly behind the war, but has - - - -
gone on record as wishing to take on a bi g share of the 

r espons1o1lity in helping keep the world peace through ... 
~orlo organization . 

Much o! this change was due to the Jap attack at 

Pearl Harbor . But even while the Japs were pulling 

their sneak attack, three out of every ten Americans 

st ill felt that it was most important to stay out of 

the EUropean war. 

The striking reversal of public sentiment from 

narrow lsolatlonis:m to a complete acceptance of 

International responsibil i ty is a monument to public 
....... -

education . 
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And some or you who are here in this room, by writing 

and financing advertising campaigns, had as much to do 

with that education over a period or time as any other 

group of people . 

Slnce the early days, when most or the work was 

done in spare time by patriotic volunteers you have 

taken the war as your professional assignment . It is - ·-
no longer a spare time operation . You are applying 

your best brains, and converting sizeable portions or 

your appropriations to this war inrormation job -- this 

Job which I want to repeat must be stepped up, not tapered 

orr, as we march toward Victory. 
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some or thi s increased war information ertort can 

and shoul d be channeled through bond advertising . 

Promot i ng bonds , l feel , i s a double-headed Job . rlalt 

the JOb i s rai si ng money, but t he ot her halt is 

~intenance o! interest in this war, and what it means 

to every American . 

We hit a high spot in this job, I believe , t he day 

the Third War Loan opened, which also was the day Italy 

surrendered . I wondered what the effect would be on 

the dri ve. I was not long finding out . One or our 

State Chairmen call ed up and sala : •·;,ell , I guess 

the Third War Loan 1s ott the war• s over and there' s 

no need to raise money . " 
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so we called in the Advertising Council . I asked 

them to write us an adverti sement that would stop this 

in its t racks . They went to work and in a few hours -
produced what I think was a great advertisement . You 

uay remember it . It said: "Will the surrender or Italy 

mean a Home Front oereat?" Then, because or the 

smooth working arrangement between your people and 

ours, the ad started r unning , the next day, in 970 -
newspapers throughout the Nation . VIe followed this up 

- · !< 

oy telli ng the people t he bitter truth about our 

equipment losses in Sicily . we must have had a 

sobering errect on a lot or people, because we didn't 

get any more phone calls, and that particular surge or 

opti mism soon faded away. 

I want to make one more observation . 
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A year ago, I went to England . What I saw there 

gave me a lot of i nspiration, and a .lot of confidence 

about the outcome or thi s war . I came back knowing 

1n my heart that we were going to win . The British - ... 
nad surv1 ved tne 1111 tz; the Russians nad stopped tne 

3errnan advance; we had hal ted the Jap drive in the 

~ar East . Slowly and painfully the Allies were overtaking 

the enemy ' s lead . Obviously, i t would take a long tlme, 

but in the end we would win . 

When I returned .t r om the tront early this month, 

I still felt sure we woUld win, but I telt tar more grim 

about the war than I di d a year ago . 
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r had an opportunity to discuss t he actual t1ghting 

and the nature o! our enew~ with many American and 

British officers and men. I was given a pretty clear 

idea o! the heroism required o! our men when they !ace 

the tough, fanat ic Nazis, and as a result I achieved a -- -
healthy respect !or the blood and sweat that goes into 

every root or enemy ground we take . And I round no 
- ---

evidence anywhere along the line that we are near the 

end , unless the end should come through some freak 

or circumstance . 

I do not want to underestimate, however, the 

e!tects that the terrible defeats in Russia, or the 

destruction or Germany rrom the air , must have on the 

Nazi Home Front. 
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That destruction must be fantastic . In I taly I saw what 

bombs can do . I saw the Port or Naples, lying in a 

w~ss o! ruins . I saw the Port or Palermo 1n S1c1ly 

batt ered so badly that one sizeable ship lay high and 

dry on a wharr , blown completely out or the water . But 

General Patton assured me that Palermo was only three 

or four per cent destroyed . Hamburg has been seventy 

per cent destroyed, the Germans themselves admit, and 

several other Nazi ci t ies have r eceived even more 

destruction. 

Yes, it ls conceivable that the Germans can' t take 

lt . It is possible that the same thing will happen 

that happened the last time . we may be awakened some 

morning by whi stles and bells and newspaper boys selling 

extras . 
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But it is also possible that we can waste a great -............ 
deal of precious time thinking about that ~orning, and 

- ..... we can divert a great deal of our energy into making 

ready tor it, and then find that l t shows ~signs 

or com1ng •. And in the meantime, good American young men 

are losing their lives trying to end the war the hard 

way, because they have no choice except to do it that 

way, or not at all. 

; .. j 
I am glad that you and I nave been partners so 

otten in the use or advertising 1n connection with thls 

war. I have told you the whole story . I have enJoyed 

working wlth you. 
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you have established a remarkable record . By -
concentrating on the job to be done, and casting asi de 

all thought or political differences , you have 

immeasurably improved the stature or advertising. 

But this is no funeral oration . Your job is 

barely begun . And the job is going to get more difficult 

every week, and every month, that t he war wears on . 

Because we are going to get tired. Everybody is going 

to get tired . We are going to want peace and relief !rom 

tne restrictions that war puts on what we do , and what 

we eat, and What we have . 
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' 
y ~vi~ Unconditional surrender i s a large order, and 

1 there may be a temptation to settle tor less as the 

possibi l i ty or peace approaches . I hope you will 

rememter that . I hop~ you wi l l put your minds to doing 

something about i t , and thus continue the patriotic 

record that some or you started back in those early 

days of Defense . 
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liT •• ., l!eu\eft 

I II&Yo ,..,..,. le\\or ot loY.-or 1,, ooaool'llliiC 4eautloao 
.... tne oelarloo of rotor.l ..,1.,.... tor \he 'P'li'OIIaoo ot 
VIU' !laYliiCO Joa4o, 

Yhero hao h• • deYla Uoa c .... \lao ""1Utai'J' ..-llor 
oo\obllohe4 \J' \II& 'In_, ~' aa4 \ho l'nol'-\'o 
l a \ol'4ep-W Var •••lace lou o...su .. ,.... \loe , .,.. 
roll I....UCo l'laa vao nro\ oo\al>llohot la \loe ftl'l-. l'otor.l 
• ., .. -. .. aad _ol ... 

A\ t ho hchalac of \loe P"otn-• "" ......,"' oo • on~el\ 
o'bJooUYO a pel of ""'' L_, 1~• of pooo poor rolla tor \o\11 
OOYn a-\ ..,.qoao aAd \Moo la laA!Mo\.,, lion -~. a 
p J'OCI"M llao .._ .....,, .. la ""loll ..,1oJ'Oot aro a*-4 '" ftpn 
Oil\ tor ~ .... \ho c .... \oo\ poool'b1o __ , \haJ' - afiol'4 
t o l aftOt l a War s.nap ..... . 'lhlo pollq llao .._ ...,, .. 
ao\ alllJ' b-•• tho lano\lJIC of .. ,..,. la War lo114o ......... 
t ho taacer of latlaUoa, '\ll&t lllot 'b-•• .,.... aa ,,....,_, 
fOI'OI 0 \oold .. Of ft .... olal IMW'l\J' for \ha -lOJ'OOI C.l' .................. 

'lho oxtoa\ \e wl>lah tltferoa\ l athlda&alo aaa JNII'\lalJN~\e 
Yarlto -1'4lac \e ol,_otaaooo aAd oaob .,..,., .. ••' \o \loe 
Jll4co of lob ova allll"r \e .... u la \he al• · tho faa\ \ ho\ 
aa _1.,... toao .. , tMl naaaolallJ' al>lo to allot ao ... h oo 

10\C ot lol a la- lo • rotlooUoa - ldo 'WlU l-ooo to -"" 
\loe .. _, la l\o \lao of aaM. A\ \ho \ oclaaliiC ot tho Plf'• 
r.ll laYlaco Plaa, l\ aa n ooplto4 \11&\ - -.l•J'OO• .-lt 
M\ 'bo al>lo \a laftOt -'hl11C a\ all, - o\llon -'.t •• 
'"""' ao _. ao ._ pol' -•· •-• of \ bh, a pollq -
• 11'-' of -raclac tho hlcho~oalarlo4 porooaMl \e laYoot 
..... ..._ 1~ ot t!Mtll' la- 1a ol'4or \e _, \ho Oon_,, • 
oY0.-.11 o\J..UYO. lul'-WlJ', - ot \hooo porooatocoo 
tor olftdalo la tho lot&toor .,.Uo raa ap ao lolCJo ao 1"' -
IQJI. 

u .., wa-uoa .... - '" .,.,. .. atwau .. , .. , .. u., 
tho\ tho r.,...nu ladaco Ploa '" ...,. .... ..,. lo aot \oliiC ooa­
tu\ot oa a \l'&lJ' ftlu\oi'J' \aolo, I ...,.u \o c\&4 ll .,.,. walt 
Oall \ho oaooo w .,. "''"'tln la o1'4or tho\ t ho Chal- ot 
\1\1 hhi'40JN1-D\a1 c.-1\\oo aap haft aa aJ!pol'\ual\J' \a 

, ..... u .. ,. ·-· 

' \ 
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I appnolaM \be la\ofta' ...,h .. ,_ M?o MJr:a la \llh 

.. nor, _. _, "' .. oar. , .. '""' U lo fu r.. ,.. '"'" 
'" ..... oa7 Ollpl- feel u.a• \loa P.,..rell Sa•l..- 1'1• h 
la..., _., ~..,..,. 

Seen~ of - ,_,. 

l!o...,l'abh llollort a . P-U• 
Ual \ o4 S\ A\oo .... M 
Voolllllc"'" • P. O. 

Ultbltv 11/11/43 
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_. ...... - ... -..... """"' _ ._ __ _ _,. ... ~c----.. - ... __ .. -. 
....... ... - .. -.. ---.­--· .. ..... -·· ....., __ .. _ 
.. _.. .... ~-

Ha n. Henry Uortenthau , Jr. , 
~ eoret1.ry o:· the Treas ury, 
rnatury t>ep•rt mont. 
!\athht6 t-on , u. c. 

llo..,:ubor 15, 1943. 

Recently a nuober or 'overnaent •=ployeea \n the t mAl ,er 
wa~o t oal e bracket ha.a o~unioated with~ oonoern~nt the recently 
ar.nounoed polloy of forced deduo~iona tor ~e purohaae of T\otory 
oonO a. i reaU.te that 1.n tho 'liOilths pa at the t ale or l>onds a.nd the 
o~ntrlbut1ona oa the ~art of govornaent e-rloyeea hua been entirely 
on • voluntary b&t1a. 

22~ 

l aa frank to oay that 1t 11 my honoot op1n1oo that the 
aver a~e ~oTernment olork 11 w1111n& and onl y too &lad to purchase 
tho oax.hlw., fl.ml>Wtt of bonda poaa1.blo. 1 t doe a not aoea to ae to be 
either pr aotioabl~t or 111.dv\tablD t.o udopt ~o~ny toroed pla.n ol' pu.roht.ae 
cuo to tho taot that the l 1Y1ng ooota 1n W.ohington haow pyramided, 
and thi a coup l e d with tho eTBry d~y J~o•• •1t1ea that aua t be t aken 
oaro of by tho a.eraho employee m&keo It a pl~o1o al 1mpooo1blllty 
tor many of thetft bo• ernoeot ole rka to oontlnue e?en a normal atanoard 
or H 'ri. : 1~ , ;.'artlou.larly 1 f thh 10~ doduot1on h foroed upon thea. 

1 trul ~ you w\11 aubait. tht a na.tt.er t o yolU aasoc1&t·• • Who 
nan char5• or the bood ae ll1ng aeottoo Wi~h a .,.,_to aeet~ tha~ 
aoe~ k ind ot a.dju.';;)en~ la =.ade 1 0 tha~ harclehtpe will not be worked 
on oa n.y of the - .ployeea tn indt\"tdual o• • ••· 1 woul'' bo t,lo.d t.o 
t:ear froa you oonoernin& ytNT reaotlac t o thta .,.ry port.e.nt oattor. 

r "r / aw 
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UNITED STATES DEPARTMENT OF AGRICULTURE 

8UMAU OF AGRJCULTU"-'1. lrCOHOMIC8 ~ 
IWIIIIII:lTOII 25, D. 0. t>J 1 ~ A;' 1~ ,_.-' .?1.. 

\4. _, 

!he Boaora 'ble 
fht Socrot&r7 of the ~oaour7 

Door Kr. Secretar7: 

I t occurred to DO that 70u a!~t 'bo ! aterootod !a 

b&•!Di a COPT of tbe charta vo d!ocuoood at tbe recent 

coafueaco of tbe State Chairmen of tho lle.r f!D&Dce 

D!•!o!oa. Theoe charta preaent the maJor f!ad!nge of our 

pre11=1ae.r7 aaalyo!a of the data obta!aed !n our etudy of 

the Third liar Loaa Dr! ve. 

Ineloew-e 

B.ena1e Likert, Ht&d 
D!Y!o!oa of Procraa SurYt7t 

I 
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.t.li .t. PPR.t.IS.t.L O r 

TR~ !BIRD V&R L O .t.~ DRIY~ 

Charta Dtacuned at the llatloDal Confe.rence o! State Cha1!'11len 
o! the Var P1aance D1v1a1on 

Bate<! on ·a atudlr !or the 
T-rea.Rr'7 Depa.rt:aent. aade b7 
Division or ProtrAA Sur-Y•1•• .B. A.. E. lio•ember 9, 1943 
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How Many Were AWARE of the CampaiCJn 'l 

NONFARM PEOPLE 

FARM PEOPLE 

Knew of 
National 

Drive 

Knew only 
of Local 

Drive 

II% 

Did not 
know of 

Drive 

. : ~~. ·:: -.. 
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Of All Gainfully Employed in the Country, 
How many BOUGHT EXTRA BONDS in the 

2No and 3Ro Drive ? 
Those 
Who 

Bouoht 

-
Those 
Who 

Didn't Buy 

0 
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Comparison of Estimated and Actual 
Sale of .. E .. Bonds During the 3RD Drive 

Nonfarm Sale 

Extra purchases of 
people we talked to •• $17,831 

We sampled 1 person in 50,300 
'lbus: $17,831 

X 59,300 
= $1 ,C157 ,400,000 

Farm Sale 

Extra purchases of 
farmers we talked to •• $6,331 

We sampled 1 farmer in 52,000 
Tbus: $6,337 

X 52,000 = $329,500,000 

Total estimated sales of extra 
"E" bonds (exclusive of sales 
to men in service) •••••••••••••••••••• $1,387,000,000 

Estimated usual sale of "E" bonds...... 992,000,000 
Estimated total sales •••••••••••••••••• $2,370,000,000 
Actual total sales !including men 

in service) ••••••••••••••••••••••••••• $2,472,000,000 
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How Many People in Different Groups INCREASED 
Their BOND BUYING During the Drives 'l 

Didn't 
Increased Increase 

FARMERS ___ (2ND Drive 
i 3R0 Drive 

PEOPLE ON [2No Drive 
PAYROLL . 

DEDUCTION_ 3RO DriVe 

(
2ND Drive 

OTHERS _____ 
3

Ro D . 
nve 

TOTAL ______ _ 
(
2N°0rive 

3R0 Drive 
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What REASONS Did People Give 
For NOT BUYING in the Drives'? 

2ND "lri .. rA 

3RDnrh-

Of Those Who 
Didn't Buy 

2110 Drive_ .... ••~- ·--- -
3A00rive .• 

__5oid they were 
doinQ their share 

21100rive __ .._ 

3RD Orive .• 

_________ Didn't know there 
was a special drive 

;:: ~~~::~~ ,;:----------------------------------------------------aHt~~ •:a~~~~ . 
.,., 
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What Types of PROMOTION Do People 
Remember FAVORABLY? 

Radio _____ rFarm ______ _ 

iNonfarm . .J!5% 

-{
Form_-j2% Quotas __ 
Nonfar 1% 

Nothing in Particular 
Form ___ _ 

Nonfarm= 

I 
Gifts, ~~%I Admissions 
G. 4% aven __ _ 

Posten a [~1·t.1 Slogans ___ ~ 4'"/o 

Newspaperr-1% 
PublicitY-{Q2% 

Movle•---[63% 
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In Talking About the 3"0 Drive How Many People 
Spontaneously Mentioned NATIONAL and 

LOCAL QUOTAS ? 
Mentioned Notional Quota 

Form 

Mentioned Local Quota 
Form __ _ 

30% 

TOTAL POPULATION 
Mentioned Notional or Local Quota 

2NO DrMII 

'3RO Url'4'4t-l--------_:5~5~
0/o:...._ __ _;_ ___ .......J 
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Form 

How Effective was the QUOTA 
of an EXTRA $100 BOND In 3Ro Drive? 

_ ---- ______ -- ____ --------------Heard they 
should buy one 

------------------ _______ ---------------_______________ Bought one 

_____ Heard they 
should buy one 

_____________ ------________________________ ---------_Bought one 
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Of All Gainfully Employed in the Country, 
How Many Were PERSONALLY ASKED"' to Buy 

In 2No Drive? 

e•J. 

Solicited Not Solicited 

IJ 
Of These: I 

lml I 
Y-_____ .. Bou~ht Extra Bonds ! 
r.m:t Bonds ~ ... Oidrit Buy Extra 

I 
I 
I 
I 

Of These: 

'-----------... Bought Extra Bonds 

:.Ji...c 

Oidrit Buy Extra Bonds 

*lnclud~s tho~ ttthos~ wi.-~s tur• solicit.d 

0 .. 

(\ ....... 

0 

~ 
~ 

0 
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Of All Gainfully Employed in the Country, 
How Many Were PERSONALLY ASKED* to Buy 

in 3RD Drive? 

Solicited Not Solicited 

[) 
Of These: Of These: 

"---- + BoUQht Extra Bonds "-----------+Bought Extra Bonds 

I 41% I 
I 
"-----+ Didn' t Buv Extra Bonds 

*tnclucltJs fhos11 whos11 wiltlls w11r11 soliclttJd 
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How Did th• Effectlv•n•ss of SOLICITATION 
Vary at Diff•r.nt INCOME LEVELS in P Drive? 

Weekly Incomes Bought 

... • AIIBuyers 

042%~ ... 
$0-3 Were asked----of These-.:' !2211 

l9ox.lf .; 
Weren't asked----of Theset 

$36-

""" S55_ ~d---of These----' I I~" I I 711 I<:;> 
C! 40'X.C 4 

Weren't asked---of These-:-

61~. 
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How Many People In the Different MARKETS 
Bought as a Direct Result of Being SOLICITED 

In 3Ro Drive'? 

~% _were Solicited 
~----------~~----------~ 

1--------------------BouQht aa a 
Direct Result 

Co1'1nmunitvll------.......;36%;..;;;,;,;;.... ____ __, _______________ Were Solicited 

---Of These _________________ ______________ Bought as a 
Direct Result 
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0 

In Counties Where More People BOUGHT, 
More People Had Been SOLICITED 

in 3Ro Drive 

TOTAL COUNTRY 

[

Solici 
2ND 

Drive ___ _ 
Bou 

244 
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TREASURY DEPARTMENT 

IN TER U F .. ICE COMMUNICATION 

TO 

Mr. • 

SU.bJeot: 

Beor~~ orgentb&ll 

eurre ••lopaanta 1n the High-grade 8eour1 tT 
Market a 

I. B1sh=srade Bond Pr1oee Declined on Balanoa 

Dl&l'ing the laat calendar w .. lt, pr1oea ot aoat Oonrn­
aeot aeour1 Uee e1 ther reg1aterad eaall deolinu or llhowed 
no oballl!l at all troa their lenla ot a w .. lt ago. Deolio .. 
of 1/32 ware general aaong the aed1u.-tel'll taxable bonda , 
vb1le eomewhat larger loaaea, ranging up to 5/32, ware 
reg1etered by the aed1ua- and long~tera part1al1T tax-exeapt 
1aauea. &nort-tera iaauea were firs, 

Modeat pr1oe reoe .. iona were general 1n the high-grade 
corporate and aun1o1pal. aarltete during the week. '!'he 
'l'reaaui'J' anrqe ot h1gb.-grade corporate bond T1e1de 
(moving invereelT to prioaa) roae 2 baaia pointe to oloae 
on BaturdaT at 2 . 61 percent. The Dov- Jonea Thld index of 
twenty aun1o1pala r oae to 1.87 peroent froa 1.85 percent 
at the e nd ot the praoed1ng week. The new 1aaue aarltet 
waa quiet , otferinga 1n tha New Xor!t aarltet totaling onlT 
$11. 0 a1lllona ot wh1oh ~~. 5 a1lliona ware 8t.te and au­
D1oipa1 11ouri t1ee. 

II. EJ:oeea Reaerna Show Little Obangl 

At the oloae of buaineae on Wedneadaf, Novaaber 10, 
exoeaa reaerYea of all aaaber banlta were fl,OSO a1ll1ona, 
onlT ~~ a1ll1ona te .. than at the o1oae ot the prertoua 
at.teaent w .. lt. Prino1pal taotora wb1oh oft .. t purohaaea 
of $389 a1ll1ona ot Oonl'llllent aeourUlea bJ' the Federal 
Reaei'Te Syat .. were 1noreaaea ot $160 a1111ona 1n aone11n 
o1roulat1on and $130 a1111ona 1n required raaei'Tea due to 
the growth ot depoa1ta aubJeot to reaei'Te requ1reaenta. 
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leore tal')' lforgenthau - 2 

III . freaaurz ~n4 llarll:et Baa Deo11ne4 
lliioe iu..er 

Pr1o .. of 1nter.e41ah aD4 1ona-hr. taxable fraaaul')' 
bonda llan 4eo11De4 troa the h1gha reaohe4 ear1J th1e IWI­
aer , u eho11D 1n the table below, Al.Uio\llh t:~~ .. e 4eol1nee 
b&Yt not broltan Ulrough Ule lDhreat rate pathra 1beJ 
ban rn~o~1te4 in a rather poor t one 1n the •rut: 

JUDe 1 , ' I 
I ;wonaller 1J, 1 let 
I 1~J : 1~J I Cbanc• 

(Deo~la are t h1rtr-aeoon4a) 
2 ~eroent bon4 -

~teaber 1950-52 100, 25 100.16 -.09 
2-1 perotnt bon4 • 

llaroh 195 6-54 1o4. 02 10J. 20 -.1~ 
2-1/2 percent bon4 (n-

atr1ote4) - June 1964-69 100.20 100.0J -. 17 
2-1/2 per oent bon4 -

September 1967-72 101. 0J 100. 15 - . 20 

I V. 

Apparent lJ teara Ulat low 1Dhr .. t ratu on Go....,maent 
eeo\.11!'1 t it a a'I'&U able t o banb woul4 1apa1r 'bank earninge 
ban been unJuat1t1e4. the ololl'l!'ent re4eral Re u ne Bllllet1n 
r epor ta thet aealler banlt earD1Z~Sa, both_J!OU an4 net, were 
lers-r 4lolr1na the t1rat 81x aoncu ot l~J ~a 4\.lrina the 
t1r at halt ot &llJ Jear a1aoe the lanlt BoU4aJ. the annual 
rah ot net prot1 ta on total oap1tal aooounta waa 11.0 per­
oent 1n Ule t1 rat halt ot 194J; aa ooapare4 with 5· 1 peroent 
6.9 peroent 1 n the ooape.rabl.e per1o4e ot 1~2 ancl 1941, re­
epeot1YelJ. Iatereat an4 41Y14en4a on aeaur1t1ea exoee4a4 
the &IIOUnt ot 1ntereat and 41&ooloiDt on loaaa tor tha t1rat 
u .. 1n h1atorJ altllouab 1be anraae rate ot return on 
l t01o1r1t1ea 4eoreaae4. 

v. Oana41an fhr .. - aonth tnp;loll!'r 1111 Rah 
ai lll-iiie • 

fba r ate oa Oana41an thl!'ee-110nth freaaurJ billa haa 
4eol1ne4 10 ba81a pointe ainoe the beg1nn1111 o t 194J, tro• 
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o. 514 peroont to 0.411 porooat. 'ftlo laUor rate lo aa all• 
tlM low tor tblo tJPo ot 11o•rltJ' b Oaaa4a aa4 DODP&J'Io 
wUb tho war-tlft blgh ot o. 925 poroont on u hno 4ah4 
Sephaber 29, 1939 · 81noo \hat UM Ulo rah bao 4ool1no4 
aUa411J . !liD rate on tbo 1aot 111110 prior to tbo oatbroak 
ot tho war 1n Septoabor 1939 wu o.U3 porO.nt. 

VI. Prollalnarr F1111U'81 on tho Oua41aa f1t1:1l 
fi0to17 LOan 

!lao aoot rooontl7 ro1ouo .. ota1:11Uoo oa Iiilo Oaaa41aa 
Pltth V1oto17 J.oan, 111l1oll oll4o4 •ftabor '· •• that total 
nboorlpUono roporh4 10 tar uouat to tl,36JI. a1U1ou -
14 perout abon tbo tl,200 allllou' obJooUn ot tho 1-. 
!blo total , whloh U •&7 bo aonao4 wlU bo ro'f1114 •p!raM 
••a fiaal tlCIU'•• boaoM a•allahlo, ooaparoo w1Ua tl,m 
a1111ou ra1oo4 1n Uao fourth 'fl.otoi'J Loa, 111loa tho roa1 
wao t1,100 allllou. 

lleporto4 nlloor1pt1ono ot 1n41'+'1dual.o ( aot 1aolu41nc 
tllo11 1D41rt4ualo oapablo ot b~qlag t25,000 or aoro ot bonde) 
totalo4 t587 a1111ono -- 12 poroont abo•• tho t5!5 a1ll1ono 
goal. Ill 1:ho prooo41ag loan, 1n41Y141lalo ouboor1bo4 t530 a1l­
l1olll, 9nl:r 6 poroont aoro t~ tbelr quota ot t500 alliiou. 
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I 

'1~~-} BOUSE OF REPRESENTATH'ES { 

TDE REVENUE BILL OF 1043 

RurcT 
No. 871 

IJ No•u•.u 18, 104~Comm.IU.ed 1.0 \h41 Com1nluee ot ~be Wbo&e Houte on u~ 
.....-ut lbo Unton and orcktod to be prlnltd 

Mr. D ouclfTON, from the Committfe on W-rs a.nd Me•n•. aubmiUt:d 
tho rollowlns 

REPORT 
(To at«~mpuf If. R. Ml71 

The Committee on.Waysand ~lf'lntiO -.bom ...... rdtned tbc bill 
CB. R. 3687) to pro~e rf'!f'nut. and ~or othtr pui"J))lllN, ha~ had 
the eame under eontadtonuon

1 
ftport 1t baC'k to lhe Houte WJ1.hou'&. 

amtnclm<nt and ~=~d uat th• bill do poto. 
In prtpu'Ulg this tax bill, your eorl\nliUte baa givtn considuation 

t.o tho following faeton.: · 

2 The inR&tionary .ProblC'm. 
3 The preaent tax bunlrn. 
4) Tho neccooit;r ror aimpli()'ing tho P"'"""' '"" oyatem. l
ll The need for additN>naJ nwenue. • 

6) The possibihty for economy in govtrnmtntoJ exi)(mdituros. 

(t) Tur: !\t:t.o Fon ADDITIONAl. RDvENUB 
0 

I 

~ 

In tb& Statement by tho Prcside.nl. on lhe Suomu&tion of tho 1944 
B udget , rcleued August 1, 1943, il> wu eat.lmnted tbn~ lor Lbe fiscal 
1- 1g44 Federal expendituroa, excluding debl ratir<menl and '""' 
luod di8bunemeoto, would totAl $104,000,000,000. or thia amouat., 
$Q7 ;000,000.~000 wtte war txpenditurea. Th& ue~ rcrce~e:e e&:li• 
JDt.t.OO at $38,000,000,000 lor We Ct~t:al year 104-4.. 

Buod upoo tho figuno ror tho firot qulrt<lr of the """""'' &.cal 
r-. Fedent receipto are running 11 an IDilual raUl of o<or $2,000,· 
CJC!C!

1
000 io ex.,.. of the re•ioed Budget •tim•"' ol Augu .. 1, t9t3, 

w1111o uptodi- are $15,000,000,000 bolow. Altboug6 it it rec<c· 
olud that the receipla d\U\Ill the rust qulliA'r w ... ioCnlu<d ..,., .. 
wbal by ooorecuniog re••••-. and tbal wu up<nditu,.. mayn.e 
abo•• (>l'Nt_DI levels, il _..,. probAble \hat tho c~ from the 
-~ Jovel or rovtDU .. and up<ndit ..... DOCft!&'r to bnng tho JWf 
hal m:uh. into apeement. wit.h the Auaua'- l Bu<.tCel tu.m.malion are 
of ....... mlglllludoo the deficit ror tho year mill' bo reduced from 
tho Bu.Jcel. fi~of$66,000,000,000 to ool more than $57,000,000,000. 

1 

, 
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2 nn R&VEN'11& BIU. or ••• 1 

Thtrtlo,.., from the ...,.., •• ataDdpoint., the n~ lor additional 
"'""""' ou ap.,....nlly btOD ~led i and lowor penuneotal 
UJK'I!ditu,.. lhan .. timal<!d would_ r.duce ooeome J>O)'tlltnr., tho n~t 
inftauonary gap and prt:Mure on pnces. 

II our Upt'nditu,... nooch no more than IIH)1C)OO,OOO,OOO th<1 will 
olill bt lar gT<At<r IbiD th- or the Unil<!d .Ungdom and O.:nada. 
It it <tlimaltd 1h1t the tot.U expondituroo lor (be Unittd Killlldom 
"''ill amount. to $23,000,000,000 for the flaca1 yeu 10·U., while Cor 
Can•d• the totdl oxpenditurea lor the fuocal year 194• ~·ill amount 
10 $5,600,000,000. • 

Ycnu• eommitt.ce gavo ICJ'iotll conaideratioo to t..ht\ ~uaation or 
rechl('l ion or t('OVfrllntf'nl&l e:<p~ndiluree, 110 fA-r d8 IUoh reduction 
would not intc>l'ff'l'e with t.be wt\r €1.ffort. ln thi11 dohnootion,' the 
Dudgi•\. Oirt'('10r wu called before the committee to cxplnin tho 
pr~·n~ nttd for 8\ICb largo expendit.urH. It ia bl'lieved that. a. 
con~idt•mblo r'('(luc.Lion .o~ expen.diturK below .the. etthmu.e may be 
lt"t''IUVh~hf'fl through JOint ICllOO o( tbe legudauve and t:<('Cutivtt 
dtl••rLnwnts. This would lessen the t.ax buiden wbieb our e.iliztn~ 
are called upon to mt'C't. 

(2) T)lE lsn.\TIONAR'f Paootr.l! 

Your ('()mmittf'C pve ureful conside.-.tion to the inflationary pp 
&IKI ilt r-fr«t on pric-~ rontrol. 

h " 'II found thAt • •ltile thrfe WI& little \"lriatioo &lDOOI Mlimat8 O( 
total utc·<unt r~aymenu to individuals for 19«, or among Ntimaw. or 
1be am- inflationary pp, aftCO:r dedue:tiou or ~nooal WN and oon­
IUint'r ('lp(•nditul"t'', thrre wtre coJWderable difftrtne.H a_mong tho 
(-'181irllfti41J fun1ithed to the committee by official 80UI"t'('' of the net. 
infh11 inmuy J."~IV, after allowing for ragular ronnt of e.avinga such u 
WAr honcls 1md lifo insurance and Other noninflation&.ry oon1ume•· 
rxiJl'mliwn.... Thrso cstimatH o( the net. gap varic~d rrom about. 
$10,00U,OOO,OOO to over S25t000,000,000, dcpeudiog upon tho clAA&i­
ficlltion or ~A\1in,gs ~1wc.-en those tC'mpororily ll.Ufl tllOBD P«' l1ll~fU'IItly 
tiN· tu~id(•, Mon'Over, it Wl:\8 readily apfUlront lhat. tho curr<'nt 
inllotiOiliU'Y gflp la am11ll iH mo.guituclc comptt.rc<l will' tho grand 
totnl or nlorc Uum $100,000,000,000 ol accumulated uvinftt in tho 
lumd8 of hHiividualA in tho rorm ol War Savinp bondt, euh '""'" 
rrndt•r ,•nlut of life irum:ra.nce, savings de)>08it.e, and idlo cumncy and 
demand deposita, of which $.50,000,000,000 to $00,000,000,001' ..,.nro­
~~:n~ potttnial excf'le buying power becauae t.bis amount. it e.learly in 
c.rrcM of nonnal uvings.. 

The ('01\('h.ISlon of the eommitt~ v.·u that. mainltnanc:e by the 
Oo•tmm•nr ol the proptr psychology, and I...OOom !rom !tar. ol 
intla,ion, on lht part of every roll8umer, i8 contiderabl.J more ttn· 
portent than the abeorption of e-~nt exctM buying powtr tbrougb 
additional we.. The cornmiuee is firmly oonvin«d that tho propt>r 
pa:ycbo\ogy t'"an be maintained only by •Lri<:.1. fieO.DOIDJ' ~ govrmmr:nJal 
uptnditul't"', through effective prico ronltol, rationlllg, and wage 
tonlrol. 

(3) TuE Paur"-. TAX BuRDEN 

Your t'ommittce has endeavored to mise as much r:c'·~nue •.• it it 
bC!litwod c11 n rea&Onably bo homo by tho taxpayer at. tlua tuno wathout. 
unduly disturbing our ooonomy. 

• 

• 

'I"'D &CVI::NUI 8llL (1r I t C I a 
II) UfDFYIDDAL OfOOil&-TU &A1'D AlfD &XIlllrTIOJfl 

Our -~ iDclividuaJ in<om&-C&X r&la and UtlllptloDI .,. II 
r.llowt: 

I. I'!O<IIIal lu, 6 -I. 
2. 8uotu, 13 to 82 -·" 3. Eumptiont ror normal and surtax: 

Sinal• per10n, awo. 
Married pereoo, 11.200. 
Crodi~ lor dependent•, 1850. 

t. o....r,. V,iaw,Y tu, 6 pon:ent.. 
6. Viotorr t.u •••rnptiooa1 S624. 
6. Victory, t.u current c.rooit.: 

14) In tho .... of a tinale P<'"""· 26 pcn:<nt or tho 
Vi.otory we or $500 wbicliever is the leue.r. 

(l) In the u10 o/a h•ad or lamil•, or o•orritd ptriC)fll 
fi)jng one ftturn, 40 pueent. of the ~·ac-tory \ax or ll ,OOO, 
whichever it the IM&er. 

kl For tach de!M'ndtntf 2 pcruol ol the \'iclory lu 
or 1100, wbkbever is the taer. 

(b) UCDtVtDDAL OCCO,.I: TAX a'O.DI~ 

t t is hrlieved that eo far u the individual intome tax it tonetmfrd, 
wo are approKhing the point or diminishing ~turm. Few penons 
I'Nliu tbat. under tho aisting law1 with the ean:y-o•uof the 1042 taX 
~uired to b6 paid in 194,4• and"in 1946, no individual, no mlltrr how 
high hil inoomo, will hav.• lrft moro thn ~5·0.00· .. uming hil.lntome 
remainl'!d cotwtALot. and hil ur\canccled tax L8 pa1d out. of ouJTt'.nt.moome. 

Tbe following table illuotralel this poin.: 

TAn• I -P.ti1tf111 1'11t011t11•W bNrdtll/or 1944 oM 19U, iMhdi"' 11d Vittorv , ... 
~~~d ..;...AlNJ of tir.ftNVI'I)f'll 194-J UU (4U1tMi":V no t'AOIIgt ift lid i~tcomt)-Mtn(ttf 
pcrtmt 11~ dfptf44111ll ' ........ ·- ~-N.tl_... = ~r,: ·-- Set I- ::.~~ ··~ ,_,,_ - ... 

..... _ 
"" .... pt~G no ....... _,. ... ........... n• ... ... .... .... - -ti!IOO.-••••••••• "" &Ill 

_, 
=::: .:::::: s:.-..a ..... ·~c: .,. •• "' ta.n U, .: II ... .. 

----~:::::~ ... ·- ,... ....... _ .. ....... ·- ,._ . 
a.n .......... .... '"' .... -··- 21,.-11 .... ., ..... ............. ... '"' 

,,..,.. =--:: ..... .... .. ... 
........... . -- .... .... .... , ...... ..... .. ..... .... ... ..... --·-··-- c .... .... ..... 
= ········ ..... ,. ...... ..... == ..... ....... --· ... - ..... 1.ll ... ---·-·· ....... 1L&W .. w: ... ..... .... ·-· -------· ..... .... ..... 

T~U '"" ·-· -...... n:,ULU ..... It-" 1·:~:~~ -· ..... t.•t-111 --- I"MLU .... .... ...... ..... ~ .. " .... ...... ...... ..,.. ____ --· .... '·--· ::::::·· ..... ..... ..... ---····-· • .., M ..... ·-· CJQ,IIIIt ··--
....... ..... :tr:: .......... .... .... t.:: ll,o:JQP» ••••• . ~~;:: •c• ~:::::::. ..... , ... ~ ..•.. .... ~~:: l.l,IIOL .......... ..... .... ·-· P,AIIQD.OIII •••• _ ~ttA.fiUO . ... 
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Olhor cobl .. nlaliog 10 lho amount or unforgi•·•n lox and 1o lho 
10..4 antl 1946 tax burdtn in the cue of a 1inj;le pertOn a~d a married 
ptnOII ~hh tWO dt~ndtnla will be round Ill the Appondix lab! .. 
16 17, and 18. ' 

It "ill be nolro from lhe above table lhat a married {'OnOn with a 
SIO.OOO nt•l inoome will have S7,264.3$loftaft•r FrorralmtOmelax'" 
1 $l00,000 n.C!~ int*!>ma, $23,408.14 left. alter Federal inoomo taxtt; h~ 
tJ~t' Cl"-l' or A n~t. ancomo of $1,000,000 tho toW FOOtral income tAx 
will t•xe~t'<l the net. income by over $6,000. 

Tht- alxw<' tttblc dot'S not include U1e Sta.te inoomo.-ta.'C burd~n Tho 
rollnwillff 8ununary indicates the lOtaJ Fedtral nnd StAll' inco;uo--to.x 
bui'CIN' tn l<'l<•ct('t( CILAMI: 

"'.::1' Nerth Nfw YOfll ><•- "''..,.,_.• ~ ... -~ -M .... .... .... ... , ...... , ...... ·- ,_ ,__, 
~--···· ""' - - - ... 00"..:·:::::::::::;;:;;::::::::::::: "'" ·- .. .... ... .... . .. . ., uu ... ··- ~·-········~·· 

..... , .. .. ... ""' ..... 
·~ .. ::: ..... ...... ....... ..... ...... ...... 

h ahoutd bf. not«!, in addition. that thelf: r"''Jrt'S do not.. lnt-lude 
10<'ial~urh1 tL'tt'l, or Ftderal and State t:(t~ and 1alce t.tJCl"S or 
State proptr11 tuts, all or which make the dir«~ int'Omc tu O:ore 
bunlrn..ome. 

In thit ~nnf"('tion, one feature in lhe r.-r(lnt de"t•lopm(lnL or Amtr· 
ican t"Xt'l, r~pt"<'iaiJy under the stre!loS of war, hfti l>f'(ln tht't growiJ•g 
rl'lian('C' (HI dir<'tl ta.,;<'S os against. taxes on consumJHion. ~ot. only 
do(ot tluo iucomc tux J>ut ,G'rcnL emphasis on the total nrnounL of t"~es 
that ont' must p11y but· aL exerts littlo restraint. on the UM or.lux:ury 
itl'IU8. SiguifiNintly, Canndtl collects 32.4 pt•rccnt. or her lflJCCI by 
lf'\'irt on oOIIIHunplion, o.nd Oreal. Britnin 23.0 JlCII'N'nL, while Hto 
UuitNI Sttlt~'fl "' I he prt'!lenL collects only 18.8 pC'rCNtt. in OOit8umr•tion 
Ia.'""· F"leo·ol, Stale, and Local. T lo• proposed cbongto ••ill lilt Lbia 
pri'N'ntagf\ to 21, 

Thit indicatt'l tl1tt the burden of direct. tax~ on indh•iduals har 
lx-<-n iiiC'I'<'ISing too rapidly and without lt"a.,•lng auffieieo:nt time ror 
IM'OPit' to odjuat. tbrir bu~tt to Lake care or this incrtUNI tu burden. 
The i utN'Ut• in the indn·idua.l income. tu: from tho pr&-Yt'&r period 
are abown in the foUowiog two table.. ln additaon t4 the ,.te 
intl'f'l.&t'l tupayt n hA\'6 tO rn.a.ke bightT aetuaJ ~tnt.a, while in• 
COmt is riaing, U a re&uJI. o( paying OD CUift:Ot. income insl.Md or \he 
p&lt $f'&r'l inromt. 'n1e (oJioy.;ng table 111-0WI the teiUh, or in~ 
sin~ 1936 at C(':rlaio income levcls: 

• • 

. , 

• 

m & un:.,'"l:'s aD.L , lt41 

T••&.a $-JI.,..,.W ,..-., ""·~• 
TAK PAY'41L& IX TAXAIL& DAU 

.... .... 

ii::::~~::::;~~:=:~:::: ~;;~~~~~~:=::;;~:~::~:~====~if~= --···;e' 
..,.::·•••·••·•· '""' ''•···• .......... . , IU. OO llll,UI -Gil 
WtO : •• ::::::::::;:::::::::: .... 00 .:: ;,.~: n::: 
f.IO,«JD. ,..................... 41\ = .t:kOO I, XI.\110 I.IICl.Q) la\,(l()ll.,......... ............. ,.,. 00 J..IQ.• ~.-.. ..flO to 
~....................... ll.lllll.n;l ... . " ....... Ot .. , .. 00 

1' 1'*''» ...................... at.ftlll (U U.471l.. IICl;IIM.. .... •• 
l,.OOO.«< .................... CI,Mt Clll f i t, • ., 1'2l*-• ~1100.00 

Al.IOC!\'T Or 1:\'CRf!AU 1':\' TAX" 

6 

Nf'4 ....,._ .,._ f""-' .... ...... l ltoU ..... -- -- -- , ... _ ·- ... _. IMI .... ...,. ·-· , ..... ..... ---r - .... .... .... .. ... --·-··- . ..................... ---·--·· ... .... ... .,..., ---... .. ..... _ m.• ... .... . ... .... = .. .. - o.• ..... "" 
..,. . .. ... -...... •n• :..• .... ... . ... -· - ..• ... IIIII' • ... • •• -· "'" ...... .. .. -· ....... . ... .... ... 

=~::: ... :? ... tn.• rn.• ..... 
~"· ·-· ..... 

LW ...... ·-· ..... "·"'" ...... - ... .. ,.. .... , ... ·-· t,: ... .... ...... ,...__ .... ... .. ..,... JU•\• , .... •n•• ...... 
fiJI[O.D. .................... : ....... t:ll,. m.•• ....... ........ ....... . 

More complete tablta s.howifl¥ mt('!J of taJ and the tAX on a tin~o 
i)f'l"8011, marru.od ptrtOn with no dt"pendenta, and A marril'ltl f.,rrwon wnh 
two dt•pcndent« ttrt\ J£i"en in Lhe Appendix tabll'8 10, 20, 2l, IUHI 22. 

(C) l'fH!S~NT COitPOR,ne T,\X BURD£N 

Your ~:ommii(N~ hAe gi\·cn ('Rrcful consid('rfltion to thfl p~unl. tu 
burdt'n upon corporationt~. It it recogn.iud thst tl1o tAJCN whith are 
now b4•iug im,J>Oicd directly upon rorporationt, and lndii'("'Ctly upon 
the. dividend moonH'I flowing to sbanilioldors, are u hitch or ld~er 
tlLa.n t.bolo impoeed by the- oUter United Nationa. It." vitally im· 
portent that. our eorporaltona be kept in a sound fina.oc.it.l aonditioo 
10 that. I hey mt.y be able to conven. to peacetime productton and 
providto to~nplo,mtnt (or mfto ltavlng tb8 armed foR* a(lt"r the.,....,., 

• The (ollow-mg 1ummary will show our txilting aorporete w 
burden : 

1. JfOJUU.L fiX IU.TU 

(e) Corpcwa•lo• whb aonul t.u oct iacoma ol COl more lha11 $.)0.000: 
FiM ~.000 •••••• •••••••••• •••••••••.• ·•••••••· ·•• ·•••·••• 

:;,~ ..... :~:::: ::::::::::::::::::::::::::::::::::::: 
(.) Corporadont wl\b normalt.a• net-Income. ln. nte~~ ol W ,OOO aiMI ~ 

In o~ ot UO,I)()C)-$4,260 plu• 31 ~tot tUDOUn~ ov.r &U,OOO. 
(r) CorporatloM wtlb oorm.l W noet iii(Oftle O\'et S50,000 •• _ •• ••••••••• 

-16 
17 
It 

2< 
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rn. I:XC~PaQPJTI T.A% 

l·,b~ ~1fto·exemptio~ ·<u:ooo>·. · ·--·-----· -----· · · · · · · · · · · · · ·· · ·· · ·· 
~ ~ B•('(.'lllllo·rrofttll cre-dit: 

(I) hWCJilC!d capital method: • 
J.' ln~t.16,000,00I)or ln,·e.c.ed capft.al. .................... .. 
$6,000,000 to tlO,OOO,OOO ........................... .... .. .. .. . ••o.ooo.ooo •• J200,ooo,ooo ____ ___________ ..... -.... . 
Ov~rl200,000,000 . ................ .. . ... . ................ .. 

(2) tneomemetbod: J>on.~n of a\'etage M.mlnp In bue pe.rtod • 

!d) POIIt-warertflilotueu.protSte taa ... . ...... . ........ ......... . . 
r) Debt rtlltr: ltttlh':me~t ol debt out.ata.tldlttt Mot Sept. 1, 1t42 Ohnftod 

to ariloul'lt oJ i)Oiit·"ar C':tt'dlt).... ......... • • • . .... . • 

8 
7 
ft 
6 

OJ 
tO 

tO 
(J) Ouf'-All taa llmhatlon applied to 1ur1as act I~ bttore bell•a reo 

du<td byadjwted exf'CIIIooproft~ net i~me...... .......... 10 
In apite o! the !art that oom• rorporations ma1 han lattr• profita 

afler tL'Cet1 the dividend noc:ord dot'S oot. show Ia"@:~ dit-cribuaions, 
in tompanton .. ith the dh·idends or eorporatione in the p,. .... 
yea.._ Til• loJio,.ing tablo sho-.<s th• oe~ dividends paid by ne• 
mrome rorporations over several recent yean: 

Tut.a 4.-~'d ~· ,.WJ. 1~-4' 
INe .............. . . - .... -.-............. _. 14, ft76,000 
1037 • • •••••••••••••••• ••••• • • • • ••••••••••••• 41,704, 000 
1938 •••••• ••••••• ••••• • •••••••••••••• •• • • •• a. I&A, OOO 
1039 ......... ----- -------·---·---- ---------- •• 783,000 1910 .. .. ........ - .......... _. . ... .. . ........ •• 030.000 
1041 ._ •.•••• ·······-···········-········· 4, 420, 000 
IP<12 (Mtlmatt'£1! ••• •• ••• ••••••• • • ••••••••••••• 4, 000,000 
1043 (,.thl'latf'd ........... . .... . ................ 3. 01)0, 000 
IDH (c•lf/1\Aied ... . . . .......... . ...... ... . . . .. 4, OQO, O(k) 

IWI'ft ,.,._.,, Vft•riiiWI\4. 

H. will bo noted t hat. in spite or tho fact t haL eoma corpornl.ions 
h"ve hu·Jee profita, t.he dividend distributions arc JaM in tho aggregate 
than in tllo pre-war yea,. o! t936 and 1937. lL ahould be pointed 
ou~ that a JaflCO I>Ortion of tlividenda go to pcnona in the low Ltcome 
JrGUJ)f'. Thr rol owing table ind_ic:at.es how the incorno from dividend• 
,. distributed: 

Tuu 6.-IMHW/te• rUmlt7flld. /ro• d.o•c-lllk oNI/Mtip ~,....;;_, 6-v aft: ••ot•t fi•un (i.Owll-. j.Jw.~UJ rd . .,...) - - ... 

• 

... ,. 

• 

..... II&VII<U1I ...... .. , ... 7 

• 

T .. &a~/_,_ _ __ <M / __ ,__.,.., 

~-- (iod.JI .. -. -)-Co.llooed 

• 

I'I RCI )rf'J'J.OI DliTIU»V!'IOH 

Tbe reduetioo in divide-nd distribution to the aba.rebolden can in A 
largo meeeuro be traced to the baavy tut'8 "'e are lmPGii!tl upon 
corporation.. lrt thia I'M~~ our present burden upon djvidtnda il 
peatu tht.n t.ha&. impoted in either G~at. Britain or Canada. 

To get &n aceurat.o pietureof tbissitu.ationitlt~toconaidtr 
both our corpora to and indh·idual burden •;th tba&. of Great Britain 
and Canada. 

The ~time normal rate in Canada was 16 ptrtenL Thit hu 
been ralaed 10 40 P.rct'Dl ~~where U, tllO-pen><nl ox.,...pn>li10 
tu is higher lllan 10 pe-rcent of the net income. In tutb a cue, tho 
IO.pe...,.nl tu d ... no\ apply, the,.,by malcing tho nonnal rate only 
30 ptrctnt-. Tho reuon for not~ the rat.a in the 1042 l1w 
W&l 6pl•ined by tbe Canadien Miniltcr or Finaooe io Ilia budge&. 
mCOiago .. lollowo: 

J bave j~:lvtn a 1ood df:aJ ot con•ldehdon to ~At'lou. aitentatJve mellnll ol 11 .. 
CfMI!lDI tbe Clll~~)tOih• ta.J: . I belle,•e tbat. lbe lntteUe Jlbould &lf.-ct 1IW! IIX 
oo esOON proft~ rtl w-r tha.n on prolha that ha\'e oot l.tt~.•Jtoa~C!d aubrlan11a1Jy ovet 
pre-•·Ar level' Alrtad¥ thel.ax on profiu that h•ve not fnf'I'HM!'d 11 bNVf. •htn 
n bear lr• ptlnd thAt 1\.0111 profit• •·b~n di11tributed u dMd~nd• llre •ubJeet to 
tJ.I t ho f)Crtl0f1A1 h'ICOIM turw ln addition to tbc corporo,Uou tnce. 1't.le 111\'0IYet-, 
In efl'cc.b, a dl.~trhnhlAllon a,afn•t lmlomo earned in \be fQrtll ot eorJ)I>tlllt 11Nfll11 
u d llltlnel ftOtn 011tl!f t,YPH of lneorne, ~ud1 &II lnl~mtt.. (ic)ulO dl~rlmlnallon 
may be! juf'tlfted. but I ~llcwe we h•vc Al~y ftOnc f• r f'nou"b tn 11••'- dlrt"etlon 
Conet.<quc:ntly, 1\)1'01)01111 to fnc-"'IUII' 111e I"Atf: of tax on t!:llot!lll pro~!. Lit but. no\ tlw 
flat ra~ of 1U 'Ill 1lch APJ>llc. 10 p.rofilll K~ltr&lly, 
Furthermore, in Can1ula the Provint<'!S have gi\·Na up the income--lAX 
field for the uuratlon of the • •ar. • 

Tbe. Britiah ptat'ttime nom1al rate "'&8 25 ~rccool. and th•s b&l bttn 
raistod r.o 60 ptrccnt. Uut divideD~ from Briti!h co~L•on• are 
oot •ubjec:t to a further normal tax m the banda o( lbe Brilith ehu• 
bolder. Mor<Over, tbo Britith ourtax d.,. no~ _appiJ 10 incom .. !Jl 
lndivicluall ol 1- than $8 000, • ""4 _lha B"!ti>b ~<kr •·•II 
J"''C("i\·e a rduod of tbc oormd tax if his mcome a I~~ bit ucmp­
tioo4 wbie.b it $320 for a sin.a:J:e periOD, $.560 for a rna.rried penon, •Ad 
$200 lor oa<h dcl"'nclont, , . 

OrMt Britain 1 6()-.ptretnt. t.u on c:~u.ons 11 l'f'PJ'drd II d~e 
indh·iclutl"l normal tax and when the mdtviduaJ peys W on btt 
10tal inc01ne tho 60•Jl"I'«'Dl tu which hat boon paid by tho OO'J!Or~· 
tion on hit dividend income is deduettd £rom the &urn of tho 1nch· 
, .idual't tu:; and il tho indh•idual owH no indh·idu•l tax the "'bolo 
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60-fH'r<""~ normal tax wbieh the e<>rponuion paid will h<! ,..lundt'd to 
him by the Government. M.oreover, in Ore&t Britain, no Sta te or 
10<"&1 mrome wee are impoeed. 
No~ onlf do laigh eorpo,.,. normal and 1urtu ,..,.. &Ired lhe&m.U 

invNtor, bul lht~y alao e,erioutdy curtail the nom1_. inoome teftived 
by r:haritablt~, rtligiot~$, and educational inatilutiont wh.icb ia 10 
n('()~ry !Or ~beln to corry on .tb@ir &ctiviliN. Many or ou.r eduea. 
tional iuatattHIOII.I have bad thetr re\•euuee acvereJy curta_aled through 
war activitie1. • 

The cua•tailmtmt of dividend" wiU not. I~ any gNilt. burden upon tba 
wealthy AhttJ•t.holdcr. • JJ he is in the fltiJ't.ax bracket.+t\boya $200,000/ 
tho Oovernmcut wHI, under present. low, t.nko at. leQit. 00 vcr~nt o 
"vc.ry dollar of income above thu .''tn.ount. On the o~hc,r hand, a 
shorcholdt!r in t.lao lowt'8L brneket w1ll pay, under the ex&tllng law, a 
tax rv{'n nJtrr thf) pc,.t.-wnr credit is t.ake.n into ncoouut., ,.cauivAINH .. 
to ~ tax on comparable income from oonjnvt"et.m~nt. I!IOIIretw of neArly 
$60 000 In otldit~n, many St•ta im)>CMW) M~ration inoomo taxee 
y;hiclt ~to l~n tbe amounl. available for diVIdend diltribution,, 

(d) EXCI$1:8 

Tho uillin_gla ... aloo im.-.s & long list ol uciao tuoo. This bu 
.,.._n W"'•ll.v m<reut'd sinoe 1939. For tho 65C'&Iyoar ondt'd Jun• 30, 
1944 r"tdtr.l extisc taxtc are estimac.OO to yield over $4 ,000,000,000, 
txtlu'tive of IOf'ial«eurity taxes. 

((') PF.'R CAPITA B'ORDI!N 

Our State and lo .. l tu .. yield approximatrly $10,000,000,000. 
\\1a•n tht~ ftlt! adtltocllo the Fedentl ltt."f buNit>n, Wt~ find that the total 
tAXes on n _j)e1' capita bW arc much higher than the J)f'r t'IIJ)ita ~ax 
burdeon in OreaL Brlt11in or Canada.. Ttiis is 8110 -A'n by tl1c follow1ng 
t1tble' Jln'p&rcd by tho Trcwmry DopArt.ruent.: 

TQ4ij'-i"tnlttd '""' ,.onn,.:teal g#'lrftmt:ltllcu:u ~~ cQpi'l., 1148 .. 44 

t:111tcotl filalt'll .. ......... : ••••••• - ......... - ••••• S~7l 
tr1hcrt 1\Jnsdocn............. ........... . ...... ~0" 1 (.'11nada •••••••• ------- •••••••••• ---- -··· • •• • • • ~ 

OO~L\IJTTEE PROPOSALS 

(a) E.sTtllAT£o R ~;vs:suE ErrECTW 

It i• fltimott'd thaL the oommiU"" bill will in....ue FN!rral ..,..,.. 
nufO, including pooul, by a total of $2,1391300,000

1 
~»riug. & lull 

VNr ol Optrahon at l~·t'ls of income and bu!lnt'tl &elivaty Ntlmated 
lor thr .. lrndar ;.._, 1944. Inrome-tu ,....ip"' will h<! inrft'&&t'd by 
$770,800,000 ol which oorpo,.lioo taxes will &e<>ounL lor S&I&,OOO,OOO, 
and indi•idu'aJ ilK'Ome taxes for SIS-4,800,000. Revenut from taxte 
on tOnamoditit"' and Mn'iCC"S will be i:nertlHOd by 1 1,201 ,700,000, 

• • 
• 

' 

• 0 

1'11C U\"EXt'& BIU. OP Jt-41 0 
"~ilo poolal ,...,...,.. will be in.......t by $1116,800,000. Total 
Fod•nd "'••uu•, tncludm. nel poolal revmuo

1 
will be inmourd ,_, 

an eetimattd $41.$41,200,000 under PI'Hf.Dt. law, to 143,480,600,000 
undtr theoommiLtee bill. The aboYe estimat.f!l do not. indude ~ 
in revenue rttuh.lns from the tfrminatioo of goverom~taJ exemption 
from eert.ain Udlfll&xft., u aueb ehana-et Ln tt'vtnue will be eompfe~ 
oft'aet. by c.hlngH in txpcmditurte. Tlie additional rrvenue unde.r tb1.1 
bill wiU mak~ the Feclt•raJ, State, and local tu burden in exec. of 
$60,000,000,000 Rnnu•lly. 

Detlllls of tho ravenue efrec:t. of the c.ommitteo. bill aru aho"'" in 
tho lollowinj( table: , .. 
TAIILC 0.-P.•li"Mt~ttd IN liiJb{lilf tHtdrt lA~ Nlllll'ltitltt bi1J, Ill Nt1111)11trcl vflfl. t.\1 

,.., Uobililr ""tltr lA~ prtllfltll<Jw, /I'N e froU ..,., •J ·~,.,,.,. ' 
U11 IIIUiout otdoliMIO 

.. ~-...... 
U) • ._.._._,.,........_ 

.... ~. + ..... _________ , ... 

r,.:::. :-.w·i:ii .. itu:::::· '":: 
.,.., ........ ..,. ........... 1 --::,.-:.,::.::.t-~;;-;;;11""="':;;:; 

~~4V~ l:::~·~ .. ~·t:=~~~:::::! TWUIIW ..... {loH) ............. , I.S. -· 

.... s~ ...................... __ ·!--'::;'·.:;"":.:.' 1-....;~~1--:~:-; 
~~!!~lJt·::::::::: ::::::::.~:::.:::::.::;::.::::::::::.:~:::.:::::.:::l--=::=::::7!1---:~~ 
\ ' tofwr)' .... (n.Q .................... 1.~··~··~··~·.,·.~·:.:~.··f·· ·j:::~t!1~=j~ 
Tot•llndf¥1d~ ................... 'J. -
1'tul IIINIIM •nd ~· '"* ............................ 1-....,:a~ ... ~·l-...::::;:;.:.1--..;.;;.; 

(1) t.f~~mW:~~IU•I!'t: MA.t ..... '"''"'"''""'' 

, ... 5t1t~?:~~::::::::::::::::::::l-_ _.:'l:::,:.l 1---'..:!!::::l:.r:=::··=·::.:::::::::::::.:::.::.:··:: 
Toutapltlllllloc.t, ..,...._. altt • · • ., • ............... . - ············ -······-·-1--==-1-.....::~==-

""'1" .!!.!!':'~ ......... ~ 
~ ....... ~..... •-.J aJ .,.. 
-~~1110"-·· .. .... .... ===..-:. ~:~::::::: 'it: IU ·-··-• .. •••••• 

·::.. .. il •~~-.~ M.l •• •• 

~'!,*•....-.... ~ n.• ILe -········-···· 
('-..;' ~ .. . ._. ···-·······-·· ~...:::::::.~---==: .• d :::::::::::::: 
·=~·::~==·=·=t=~•!•~u~• t::!·~-~~tt~~:-~1 

,,., -· ·-· ... -· ................ ...... ... ·-· ... 
It, .. I .... 
lt.•• ..... ...... .. ... .,. . 

-I,IOl l ..... ....... -a.•ll • 
u • .wr.a .... 
•••• JIO I 

.............. ~ 
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(b) h<DIVIDO•L boold Tu 

Your tORlmiltH is of tho opinion thaL thffl! obould be Min""'"' 
in individuea1 intomfl taxf'll, at. this time, exC!t'pl. -.•btno 1 alight incrHae 
it nN"t!IIAry for tho purpose of integrating tl•e Victory tu: ••ithout 1 
nrt loa in r~w.-nuf':. 

The NlmmiUN~ f.-h. that in the inttffllt of simplifif'•tion of thf'l tu 
atn•eturf'l il. was advisahlt' to repeal the Victory tax. Dut, at. tho 
aarna tiana, it wu ~licvOO highly desirable to retain u u.xpnyf'ra "-" 
ruony U J>ONibla Of l~16 t.w('lve to fourt.ee.u mUJion prreone nqw IUbjeat. 
ouly to tho Victory true, and to intt>grnta tho Vict,.ory tAx in suoh 
mu1111~r th•U· the &3 :500,000,000 ol revenue brough t. inlo tho ·rrt"~t~.&ury 
uud4•r thi& tax wou\d not. bo lost. Tllcso n .. ,.<au•remontt l• •·c aubstAn­
liolly m•~ by tho oommitlco bill. 

1 n bri~f, your tommiuce bill, as it pc,!rtftius'Lo tlududh·lduul inromo 
tnx, i• •• followa: 

l. ltrp .. l Virtory ux. • 
2. lnr:~ue the nonn•l ta.x rate (rom 6 percent to 10 percent. 
3. Adopt tho aurtu rate aclledule "' hieh ilahown bclow. 
4. Rf'lletl the H.n1ed income ~redit. 
6. Rf<juire marrittl ~n10ns fi.lina: separate r+tums Nth to take a 

• ~anP.e ptr80n'•exemption. 
G. Provide that the tax sba.ll no&. be )(.18 tlaan 8 ~nt or the 

ntt. inOOme in e.xct'fi& o( a &JX"Cial extml)lion ol $600 lor a 
oioJglo peroon, $700 for married pcnoona, and $100 u a <rtdi~ 
for eaeh dependtnl. · 

7. ReLain all Olllt'1'" major provisions or preecnt. law, including 
~~"1lar lnrom.- tu: exemptions o( $1,200 for marnrd ~nona 
and $600 for llingle pcon;ou$au1d c.'rtoclil8 for ch.•J)('ntl('nt8 of $350 
Cll.dl, ftnd thn 0\'(',...nJ.} lll.X llmilalion of 90 p..r•cent. of net. 
iiiC'OIIIt\, 

A fC'w Ohnn~'8 have be-en made in ll1e surtax r"t.tl to f• ITN't. Hu~ 
intc.•sr;r1Hion of thn Vif'tory to.x with t ht' intomu 1 I'X in IUt'h nulnu<•r M 
lO h'hlin lhl flt'l\rlv ns )'WJ68iblc the existing tu."t bun.leu. 1'he rcviAl'd 
eurtax tHble is'"' 'rollows : 

' 

13 • 

• 0 

Regraded Unclassified



1l 

Alttr tho thanJM above deocribed, tho Individual ln<Ome tax 
bunlto will eomp&N with tha~ under p .... o~ law ulollon: 

Tu1..1 7.-C.III,.,;H" t/ tp .vr-.. e«luiN fl/ ........U tH4/04'fiflt,. Ia, vfttkr ""*"' Mi• •All vfldtf- t~~~••i&.w •Ill -- W.ardlcl. ........ ,.,... w: ........ .,.......,,.....,.. 

2\:.=r"=:.- •u .... -,,.. c-tt• rreMJcll•• -..r:.·"' l'rMMC I••' ~ltt.M Jlfttentlltw• 

"" 
mi ............... t tf.CIO """ •••• ........ i i.. ..... . ............. =:r. .u.ao U< ... .............. 
w.> ............... .... .... . .. '·'' '""'"''::: ..... , lll::l lUI ... .... ................ U4 • .0 ..... .... .. .. ''·" .... ...... """ 

,.,,. .... .. .. .... ,,,,.,., ...... ··::: ...... .... .. ...... .... .. .... 27, 1111 
n,l'lf . • ..... ... .. ...... ... ... "" ... .. ..... '"'" -· -·· ...... ..... . .... 
PJ<AI, .... -· ..... ..... ..... ... .. 
1!4JX10, .... .... .. -·· -· ... .. ..... 
=v- ... ··-· ....... -· ..... ..... '"" .... ...... ua• 1.111.a ...... ..." ....... ... l , fSA.W .. ; ..... ,_ .. . .... . ... ~ ... , .. co ..... .. . ..... .... 2.e?J.• .......... ........ ...... ,.., . ..... ·-· ..... ...... ~nt.• ...... . .... ......... ....... 1*-• ...... ..... . ..... . .... 
11\111:. ...... :~·:: ·-· ....... ...... ·-· ... " , ..... -- ~::t: '·-· 1 . .... f. DUD .. -.n ...... ....... :: ··· ....... ....... ·-· ,a:,,, 

""" -· ...... .. ..... ll.IU11 ...... n.-.. u.•01 - ..... .. .... ......... ••at.• ...... "toll Ill ...... . ....... Z', t!II..OO Z',«t.• #,M.Gt ...... .. .... - ,._u aa.m.oo M.*U ....... ,.,_u M.CI-0111 ,_., ....... ........ ....... ... _ .. 
u.••· u.mw 

M,.IIW ••••• ·::· •. ,.,,. ...... ........ ........ ...... ... .... ...... ..... . ~~~. ..... .. ..... ........ . ....... ::::-: ....... 
tiiiCUJO,,,. .... .. • ._UI ........ • •• 01 ... ...... ••.IIIVI«< ..... 114, .... u,-.. n.a.-.•• ......... UI, NI U U., IJlCIO t<U~Aill ........ :·: ....... ., .a.-.a. ......... 16l, ";U.OO ... N-111 1111,-.w 1;11 .............. • • r.J. • ..,_ .. 

-~-· Dr.7U.. ·'"··· ... ., ... .n ....... ........ ,.._Ml.CII '40,.itl.M •a. nr oo ..... ., .. tt.\t'l.Q) = ........ ' tJ4. ltOO.OO 1:.\0011."' fi04.UXI.tl0 ...-.. OIN.OD tn.JW.ot 61&.000 00 

: l.=:~= IOO.OOQOO ......... «l\000.110 -.lfJJ,ot ........ a!m:!:::::::: 1,8011,GOO.QJ I, ill GOO I.ICAIM.IIO •• ~f(ll,ut 1 • .-n.cm.m 
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• h. will be notrd tJaat only rtlatif"tly small ('blllJH in indi .. idua.J 
wcome tu ~nltn result from thf' ronfminH bill. Tbolw- rhal dn 
ot'etlr ~ult, 10 F.:tntnl, from thf fut that 1heo ntt \ 'i('tory tn "'' tlif'h 
Wll h~Yird at. dafftl'fnt ,..,rs for ciifrrrtnt family 1tah11 hut w'ilJ·• thr 
Ute of • flat f'Xrmp~n, ia hC'iog replaewl by a Rat rate;, ta-c IJ)ph, .. t 
t~ tha nc-~ h,,oome m rxreu of exemplion8 ~tnd ri'Niitw wb,rh ' '•rv 
w1th the lom1l;y ttetu$. · 

Tho followfng llt'J)tl toward timplificaticm havt bot~·u •cl•ievt.._l 
through Lho integr~Hion .. bo,·e dL'krihed: 

(a) The etp"rl\lc romputation of Victory t tt.'f 11nd rrrdit tl'lkcm 
eurrenlly ht1.1 b4lt1n eliminated. 

(b) The inc·orna b1"a subj~cL lo normal tax tmd Aurtax lu'~ l:.."'•n 
made tho $1liiiO for prsctically all )lrl"ff0tt8 (all tJ•o*' uot 
rc.ottiviug partially lBX.o(':Xtmpi inttrest). 

(c) The computation of earnl'•d-income eft'clit hat bN-n rlimin•tNI. 
(d) Thfl Ute of the Ahort-form rrtum for t.lu*" f'(l('fh•inglc'M than 

$3,000 groAs income hu bttn. ~tainf'd but. thfi rN un1 hu 
l>N>n timplified: bv (a) pro,id~ lor the nun,!J.tor of dtj)l'lnd­
tnteln tht tu ta))Je and tbrn-by eliminating thfi dNiuc.tion 
of thfl crtdiL lor dC'ptndrnb on the faM of thf' rt'lUm and 
(b) redu<illl lbt numl,.$ ol alt6Dativ. htodinp lor lomiiT 
status from 3 to 2. 

A furt.hf'r aimpJjficetKm ~ achi•,·ed in tbt mmmittH bill b1 t~tting 
Jul.r I of the 1auble y~r as Ll1e date for detf'nnin11ion of thr family 
atatus of the taxpaytr for purpostS of all r•tun•· htrttolort thfl 
family 1l4lUI dttrnnmation tiate or July I applif'd oniy in ronntc:tion 
with the filing of thl" alttm•tin- tax on the abort fonn of returw 
undtr the committl'C' bill it will a{Jply as well to t>OLh ll1t long fonn oi 
retun\ and tht; dedarttion or Ntm•at~ tflx. 1-fen-.tfu·r no 111.\flltVrr 
in filing hie rt'tun\ will ht' m tuircd to prorllt.e t.'U'Illplion<~ nnd Cl''-'llitl 
b~ftlllt' of a ell•ngo in status • 

T1u• followin~ lnble luaa hccn dtsi~tL'<I rorirwlusion iu SIIJ)Jli('IIU'IlL 
T of t ho cOdfl, and for int·Jualon in Lh(! optionftl rcmn of ry'l\lrll (or u~ 
by p~1110nJJ h11 \'ii\H lfrt'l8lJ i ncomes of $3,000 or lc>.!l8, <.'()IIIUllhnJt whc1lly 
ol one or moro or che following: mtlory, wns,rt-'fl, OOillJI('ng•-lion ror 
Jl«''Ifl&l tcrvi('('t, divid<'uds, iul<'rC'Sl, or onnuitit'S. !"'or pur!)OIK'fl ~r 
thi11 repOrt a heavy line bas ~n dl'ftwn through the 111ble 1 111 c•trt•m 
figurt'l (1Nj

1 

printt'd in italiC'!. Jl"igur<'$ in th~ tu rolumnt Lo th"' ,lrft. 
of tlH' luoavy line rtJH't .. ent !![;ular in~mt t~, :a·hi.le .t!•~ lO thC' rtght. 
reprHent. minimum ''-'· Fifu"-"" pnntf'd m t_talu:-. Ul41traU' \ht~ at. 
tbt.te point. the taxpaYtr h.u mcome abon. th• moome-t~ .crtmpt•on• 
and creditt but. that. t~is miuimum tax is b'TNter than hll mcome tu. 
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na roundtd to tho n>U<$1 10 centL The following txllllpl .. will 
Dlualrate> I he prottdure: 

&i.M PIA J.-M•I'rid ~. M fl,~trtdffth 

<:ro.-IDC'Ott.\t brltdr.e,.. · -·------·-·········· • 
Cro-l1)(0n1e a l nddpolnt of brad:~&. • •••••• •• • 
llfllu~tlon. f8 ptortern oil"* inro~ne) .................. .. 

$ 1, 000~1. MJ 
I. OIUo 

01).7~ 

Xt"&.fneon·~oe. ........................ ............ G:\1.73 
J nfi)u*"c•:c t:cetnJ)tiou....... • ....... .. -----.---- • • .. .. • • I, 2'00. 00 

Not •ubjt'Ct lo income ta.<t, as t>xcmption I:'XCN'tls nat income. 

Mlnhnmn Ia"< IU14!fll lltlon. ......... .................... . ............ $700. 00 
lntotuetubjCle&. to mh1hmun tu ...... . ........... ................ 1 4!,'; 1. 76 
Mlnlunuu t•'< at 3 )lerCNit. .. • .. ..... ........ ... . •• 7, M 
Mlulmurn t""' NUI~td lu 11cam~t 10 eenta....... .• ••••• .... 7, 00 

Thiw fiJ:ure or $7.60 will 00 found in th~ t Wf\nty-flrn line, filtJt 
column, of the above t aLlt'. 

Ex.-.MI u 2,-J/orrifd prr.o•, tar• 4/rJW-•dt., 

(:"""" lfK!Omfl).lf11tkM. . .......... . .............. ..... ......... .. ............. 11, 100 u. 1%.\ 

Cro.... ln<ooao~ at mld-tldnt ol brad•ri.................... .. .. :. .. • .. • • • .... .. 2. 112. ao 
~h•nklnl (6 petft'IH ot pON i.nt"'me)... .. .. .... ..... ••••••• 12& ;;, 

X ct tDC.'Om~ ._,bl«t t.o l!M'<IIme tax .... ........................... .... . 
lllltOrll"' tut'\nnpUoft .... • ............. .................... . 
lntOm(' tu cmM for dt~Wnd~~---- -- ----··········· -
Ali,CMUil -·•·J«t \0 IJJCOQM: lAX •• - ... .......... ------ ....... ......... ·-

Norr••al ta, at 10 per~nt............................ • . .......... .. 
&1ruu atl3 l>ert'C!nt ............. .......... .......... ............... . 

TotAIInto•ue tu ...... .. .................. ............. . ·-Mlnhnum tax exemrUon ........ ....... ............ . .... . ....... . 
Mlnlln1m1 tax en:dl for tlcpe_ndeutt ......... ....................... . 

1,0&\.7~ 
1.20Cl 00 

700. 00 

81.7A -&.l8 
II. l.i 

111.73 

700. 00 
200. 00· 

All\Ollll l llll llje~C!I to mlnhuum tu....... ................. . ........... I. 08.). 76 

~--.. tlntmuul that 31)t:rOC!nL. .... ...... ..... ...................... 32.67 
Minlt .. uw w tOIUKlcd 1.0 neare.tt 10 ceJI\If. .... .... .............. 32.00 

At the minimum tax i8 higher tblln the income tax, t his person 
v.ould be rt"quil't'd to pay the minimum ta.x; thf'rt rort, th" rounded 
f~.Jturo or $32.60 ill contained in the table, 12,1()()-$.2,126 line, 
lt'\'tnl b coJumn. 

In eonnt<lion will>tbeineome l&x t.able i~abould be madoci<VIha~ 
lb.,.. UIU>& lbt abon.-form ... tum will no' be ""!uirtd 10 compute 
tithtr thf ft'l\dar income we or the minimum t&X. ltwUI be immato-. 
ri•J •htther the required tu: is minimum u.x or ineome tu_. Tboee 
ba~ng a gro~~ income in exceM of S3,000, and thenrono using the long 
ronn, • ill onJy in ran inatanees be. required to eompu~ the minimum 
tax 11 i'- wiD apply only where the oum~H!r or deptndenu ia in excet~ 
or fiv«" in the cue of a tiottle penon, or three in the ease or a married 
ptroon. Tht loll owing table ohowo lho gross ineomolevel above •hid> 
tho rrg·ular income tax would be greater than the minimum tu. 

• • 

• 0 

-- }.tillf'f'W,..,_ ... It,.,... -·- .............. .......... -- .:l.'"'",:.:.. ,..._"'., ··- ===- !'to--- ............ .. ,..."""' .. --.. ':';.-· ~-tliiC _. ........ ••'-"-"' ·- ....... _ ·-· ·- ., ... ,...unt .. ...._. mur" •"- ·-- ·- ............... ......... .:=::.. liM no- ._ ... ..... _ 
~.:':a ':I -·- •'$\~ t MIIt7 • ,,_,,, 

•················· WI tt •••• • ................... .. ..... A.l ».1t .................. .. :u:~ ~;:: r ... .............. ""'·"" ..,.,., ! ................. 

!;::;:::::::::::~ l. li-.1'11 ..... .................. &.-. .. . ..... t.hl.W ...... .................. , ...... ...... . ..... ''~n •················· ...... I.H l. lo) 

I A.._:te:Mt=!lfl(o. ......,._ .. lo.-..dfJI!abWI .... ..C .. 

.:J~ ':~::' .. ,.. ..:;_.t, .. ''o '-::'0:.~~ .. .. ._ ... ...u M W~~ll*l &e ...... 

TI1rre • furtht r nlOditieations in indhTidU..t incom~tu provi:tion• 
~ made in the ~mmiuee bill.· One of thfte providre thai marri~;J 
eouplN fil ing ltpante l"fl.umt must et-ch take 1 aiocle J1M110n•a f'Xtmp­
lion. Wbilo one tft'tct o r this provision will be to rtdu~ .Jiebtly tho 
pn!&tnt Advantage available to rnarritd persons fi.fing wparat• l't'turm 
onr &hole fil~ joint rtLU:rM, this nquiremtnt •·u a n~ry lltp 
for this limphfiellion of th~ ahon-fonn return. Anotbtr modtfitalion 
ia round in tfu, ~«lion whith discontinuet the .Uowantf' of · ·Nferal 
excite tUN peid &I a drduc&ion rrom.gross ip!Omf,.f'XCf'pt -.•hf'rc' t.fle 
tAX paid is a ,bulinru -;x~n~. T~11 proVU11on. ~-,u "?' o~lv ra·~ 
n"Vtnue but tlmtin~t~te ex11tmg oon~W!iton and &dfl!mlslratn'! chffieuh'. 

I...natly the committee hu pNn·ulttl for- a apec.al doduct1on or SGOO 
from the' grot!i8 incomo or ('\'Cry blind pe.n!On in on:l('r to ('(1\'t'r tho 
e~pcnu'tl mul lin~ dirt"ft1y r!vn1 blindnc~. such u the cost or ""!'I''"' 
and "uidet. 'JIIus wouJd rt'ltC'\'O numy blmd ~·~cmll or fillY lax v.hnt,. 
80twor, nud "" ouhl reduce tl•o tn:x of olhcr lthnd J)<'~rur. 

\\'11'UIIOLDINO UATE8 A.SD t:XEll l"tiO.S8 

DtcAU.!C the pr(.'!:l('nt I"•··& income-tax bun:Jc-o iii nol mattrially ~t l tc-l'ftl 
und('r the commhlre bill, it was not. nee~ry to till'"£'~ thf' pr1~t"n" 
20 perte'nt Yt•ithholding 1'114) appliea~le v.'ttl1. r('flpto4't .to salanc11 nnd 
~'agte abo,•a the income-tax extmpt1ons.. r\or wn lt DN"~•r:r to 
eh•n e the 3 ptrtrtnL minimum nle apphc:ablr undt•r p~t la•• _IO 
tbO.: 1 ubjtcl on1y to the \'it'tory tax, and undrr tllt' «Hnrnltlf! b•ll, 
to thoee aubjrct. only to the mi.O.imum tax:. h. w~ rout~~..,..,..~Jt, 
ho•·t'vtr tO a.djutL by amdl amounts tht utmpttOtll USN or • ' It t· 
holding Purpol("', in ordtr to ~pproximate more dORly t.ht COrT'r'C't. 
amount or ta.x than dOff the ~tang •rst"m. 
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Tho following uemptions &rei<> be uotd lor pu._ of wlthholcfinr 
ooly: 
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The wage bra.ckets used in the wilbholding tab.lt't bavo be~n m.ado 
1111rrowt>r tiHlll thoec u.lk..-d in the Current. Tu Payment. Act. of 1043 
in ordtr to reduce the amount of ovet-wiU.holding and undcr-wit1t­
bolding rC'suHing from the fact. tb.at wagea mDy vary from Lbo mid· 
poinL of the brocket in which Lbcy loll. In tho weekly table, lor M· 
AntJ>Il\ ll1c wage bracket$ rise in e:t.eps of only SJ up to" woe:kly wago 
or $00, or $2 from wages ofSOO per week to $100 per week, ct.o.. Tho 
wit hholding tAbl"' nre oomput.od by tho ..,..,.lied pi'OCl&o rnclhod 
·which ia made optional tor employel"$. The. tax is oomputad upon tbe 
groq ineom<' at the midpoint of the wage bratke-t.e doducLang the 
prot><·r extrn,P~ion and credi~ for dependent&, and •,Pplyiog cither tlto 
3 ptnornt mmunum rate or the 20 per-cent. ~tar moomo. tu: rate lo 
tht tx«oJ. The rcoulting tu is then rounded LO tho ne&m~t 10 
('(•f\(a, 

(e) PROPOSED CoaPoBAn b ·ca£••• 

Your toanmiut<t reeommendations u to corporate t&.Xee may be 
brit fly 1ummari&OO u folio ... : 

(I) Utta.in txisting corporat~ normal and aurtu raltt. 
(2) I no,.... lbe ex«M-profito rote to 9~ percent. 
(3) RNaiu the prtMnt. 80 ~nt. ovtt-aD ctiling with n'lptet. 

W COrtK>rate normal, aurtax, and exeess-profila tAJCClll. 

• • 

' 

• 0 

(~) Reduu tho inv,..led oapil&l credit with '"1'«1 to in•,..ted 
<ap1l&l in uc- of ~.000,000 u &bown by the lollowinc tablo: 

T"fm
000

P.ooo.ooo h•vt~~ted ~•!lltal •••• _ . • _. __ . ___ ____ •• 
$&, ~~.ooo '-0 110,000,000 hwN:ted cmphal, _______ ___ _ 
tao,uuu,ooo w 1200,000,000 ta\•tetcd ta~"ttJ ... .. __ .. .. 
Over 12~,000,000 love~~ted eaJ>haJ ....... ... . ......... . 

--
3 • 4 

' 

·­........ -
3 
7 
0 
4 

(6) lnerrue 'ba &pccitic ex(!.Olpt.ion credit now a.l.lowod /or 
cxctta-pront.a laxt'l rrom $5,000 to SIO,OOO. 

(0) Prcvt'nt litigation under tl1e pn'Senl. law by affirmat.ivt•J,r 
tl01ing the loophole by ••biclt stock o( dC'fund corporatiOtl.l ll 
purt1•Uf;d, or ot.hcr acquiaitions made, lor tho purpoto of noidU1g 
Ftdtral mcoma or cxcC!t&-profitl t.axs. 

(7) Require retunu (rom ctrta.in tax-t"Xempt. orpniut.iont. 

Your committee wu of Lhe opinion that c.o extf'nd lbt! nonnaJ and 
•un.u nte btyond 40 .,......, might al&o 1erioutly all«:t the war 
producuon ofll•o e:roaUcr companiM. his belif'vf'd, ho.,.e,•tr, d .. t a 
rate of 9.S pcrctnt oo C!.Xteu prolit.s, as tuggNted in th~ hHrin~ bffore 
the War PoUey Commi•ion, 1931 , is no&. unreatOnabl~. 10 Jon, u an 
add~d iuet:ntlve la R!t.aintd tbrou:gb tbe 10 pereenL pott .. war ttr<f1t 
tqlt"thcr •·ith an SO (H'rt<'nt Cf'iling. • 

Your committee abo gave tareful consideration to the ttftct UJ>OU 
the exct~M-proflt.s tu of ll•c •nriou.s credita, carrj .. backl •ncl C'firry­
overs. Whih• it. WIIS UOL po!l!liblo to 8Ul,'gl'St c:fHUlg<'i in tfu._,, <'rffiit..J, 
CIHTy~ven, nnd t'IITY·backs at this tim_,, t hese matters, u wtll AI d1o 
relief provision~ or twtliou 722 or the Internal Rtwenuc Codc+J will be 
cnrefully sturlird in connectlon wilh lhc 1944 nwNmc bill. llow(WC\1', 
t ho., il " t'l•ango whiC'h we bt"lieve should 1:10 rntulc ftt thit' ti flh\ 
Undl'r t ho lnvMLN.I CAI•ilnl method, corporationJa a~ prnniucd to 
lnercllM't lhc+ir inv4'1@LNI caJ>ital by plowing bttck into 1 htc lm~inm, ('flrn· 
inJll whith hnva nOt b('('ll IUbject. t.o lAXation in lht" lumdt Of thi' lmJj. 
vidual llhlrt•holder. However, corporation~ using t ht' A\'N'Il~trt flfiiM1• 
inp method ft re noL ptrmitted to incroas~ thetr <'1\minp bAtttl, by 
plowing back into t!tfl rorporation profits '!h1t1! bl\'fl nol b«o.n aubJf'tt. 
t.o lUIIiOn in thfl hands of I he sbarthol~ 

Ea.mir'P aJttr Januar:y 1, 1939, arP not J)f'rmittrrl un~tr 1he .C•na· 
dian law \0 inot'tHH: thf" IHVC!IItfd c:apital o( lhe ~~ttOn UntiJ tbty 
have ~n npitaliuod by Jx.ing subjte1. to tanlion m tbt handt of lbo 
indiridual thanholdt'r. The rtason for suclt a !'J~f' wu vHy obv~. 
for olbt-rwile 1 oompan1 •·ould slop pt. ring d!':idt"J~ ••wJ IN\t'. ~&A 
profit• in tht bUJinC'tl in onl<'r co obcain th~ addthonal m\·rs:tf'd tai>Ual 
credit. MOrtO\'fr, the Oovemmenl would~. no~ ~nly f'.\;ftW-profh.s 
ti.X('I but abo indh·idu..t incoma taxes from the mdl\•ldu•l•ha~boldtr. 
In view of thit obvioue advantage of the invC'!!ttd tlpita1 mtthod o• tr 
tllc A\' N'G ,~ taming~t method, it. dOC'!S n~t.ll."CD~ un!l~a~nablt furthr~ to 
reduce th! im•ested rapital credit, particularly w1th retp~t. to Cll)ltal 
in ~CHI of &~,000,000. 
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AVOIDANCE 0' ISCOIU.:. ANl) £XC£8A PROPI'f'8 TAXES 

Thf'r? baa C"'mt to tl1f' attention o( your tommittt"e a praeti(e on thr part of IOMt' ro11H>fttiOn$ With Jargt'o ~:CC'tw profita Of purt:hft•ing C'(IJ')JOrat. ions with current, paiL, Ol' proKJ)l'Cth•o IPMCI', d~flcitti or )tU'gO CUrTt'llt Of ~lnul(•d C;tCCt'SS pro(ita trt-dila for the purpose of TN IIC> lng e:rctRJ profits and inco.m.- tuf.L It is lhft ruatom of many ~puta­blt auomrys to advise dient. not. to indulge in 5Uch tr&n&fc.n tinct\ thry feel that tht tourta can inttrprc.t p~n1. law 10 N to invalidate 1lwrn, and if the oourt& should not. Act the imprceeion hill been r,rc\'11· ••nl that ConwC'M would take din'<'l ftctiou to close thi• loopbo e. I o ordtr to prevtnt furthf!'r abUH6that might undtnninc! the-pothion of the bonK\. a.upayft"'., your C"'mmittre haa inltrt.M a proori..;on 11llov.-in_g th~ Commluioner to in,·alidate aurh f'laims for deduclions or c•rC'd1t whore he fin(hl thu the ll'tmsfrr Wilt made (or the pui'])Of14! or 1\'0iding pa,yment o( taxes.. Yoltr commiUt'i) beHe,•et U\At. taxpaytn dfiM"\•e tbt aAuran« that they &rt not. going to be diserinuna\4'<1 ttairm. in (a,•or of tax dodgers., and that. thty may continue to conduct. dicir a.flair1 1.nd buainC~&~ in the ordin1u-y way without fear either that. they wUI bc•r a tax burden which oth£'1'8 simll,.rly situatt>d will tll.·tpt, or that t~ir ordinary and uaualll'anMCliona will be imp1,11ned u tax dod!Png. Sinco the devktf d•alt ,.;,b by the bill hue always bwn oucb palpable tax-<lodging ochemK, th• 1cgality of which • ·ao questioned rrom the beginning, this pron~ion is made l't•troac:th•c t..o all 1a.xable years bttoginning tht•r DccNnhflr :u, 1030. This would t\•oid giving approval, even by implication, to any pn!,·ious tu­dodging t<b•me. 

ltCTUnN8 Ol' TAX-£Xt!l.trT OKOANitATIOHI 

Undt•r t•Xi&ting law A large group or corporations enjoy tlU e.ttmp­tlon and many of •·hirh are not rtquircd to file infonnatioo retums. It bas l'Omo to the auention of your conuniuee that. many or th('r!le txt'mpt. corporat~o111 nnd organizations IJ"e dircetJ:y competing with r.omptmics required to pay auoomo taxee, and that. t.bia pructic;(! is btoominJ;_ more. widl'tf)read and Affording a loophole for t.u: avuion and avoldtn(e. 
These organiz.atio01 •·ere originally gi\·tn this t..a.x utmption on the theory that thry "'C're not. operated ror profit., and that. uono or t.hcir PI'Oe~(!(lt ill\lf('c.l lo tl\c ~netlt. or ehurcholdcr$. J [owevcr, ltlllllY of these organiutions 1re no"· engegcd. in opcralion or. aparlmf'nt.. ho....,., oniro buildings, and othtr busin._. wluch di=ily oomp<~ with indi"iduals and torporations requi..rtd to pay tuts on income dcri,·t'd rrom like op~ration$, Your committee was witliOUt. eumoie.nt. dfttft lo Ret intt ltigcully, since many of Lhcsc corpornlions and organ­lutiota Art not now required to file rcporta, and in thr: ablcocc of such lnfonnation it "·as felt belt to continue the prttent. tu tsMiptioo, buc. to requi..,. th•m to fil• rrpor1Ao ltating oporifically lh• items or groos incorlle, l't(!tipu, and diabllJ"S.CinC'n.la and such oth~ infonnat.ion, and keep aucl• rcoorda, ll8 the Commissioner of lnt.croal Revenue may pn!ieriOO. 
Th..., ..,.lUmo, und•r the bill, &~ requirtd 14 be made lor the tu· able, ...... b<ginning alt<!r Decenber 31, 1942, and all oubo<quent )'C:fln, and it i.t lhe iru~nt or your committee to make a thorough 1tudy 

• • 

( . 

• 0 

26 
of .lhe !nf~rmatioD contaiMd il! sueh rrturnt with t.be ~ew to ~lo.inr thio.ODIUJl3 ~pbolo and ""'Ulling tho J>&l"'•nt of tu and tho pro­~tion O( legttimtto com)>4111NI egainJI tlus tmfftir r:omi>eHth•t~ litua­tao!l·. Y~ui COinfnltt.oo e~e.m1Hec:! from thia l'f'qulrt'mt.•n\. to 6Je (('turns. rel!j;lOUI1 fducauonal, and ebant.able organiuliont whitb m~t the ddinito otandanbt .. t forth under ... tion 112 of tbto bill. 

(d) Exc111 T.t.x Rtcowtn!NDATIONI . 

Your commh.tee Celt lbat thP mCMt.. productln eou~ or rtvtnue, and the mol\< ttTtoeUYe dtvic• f~uibll! Cor the f\lrtAilmt-nL or inBa.­tionary ~, was ~ t'.'CeUe tana. By \hi• lllt'thod, ;, it poooiblo 14 ecl«:t d,_ goodo •·hieh .,.. elrtuly luxuri'" and tax th<'!ll nt A rllte in accord with tho partic.ular nuarket. siuunion. TJw (oUow­·lng I'«''Dtm~dat~ons: imposo ouly minor administra~olve burdent ainea ln mott t:a&ea ' bey only involve a rat~ tb~ in a tu that is now bcing autetMfuUy collt'Cted. The excise tUf'll tdeetf'd han the virtue tbac. in individual tAMI • •htN the tax .,'Ould ba a ha.rdil1i1), consumption mav bo c::urLAilf'd or shirt('d LO nonta:cal;lo items. Even if the. entire ioerrue in exc:ise l1.1C'o:5 were thihf'd to contume~. an txtreme Ulumption.L...lb~ ctntnJ tOll o( li""i.ug would bt' rai*'<l by only a ol~t d-. The total in.......,.. re<mue from •xciooo and posi.Ago will be $1 ,368,600,000. • 
T AIILI l3,-E.rd•fl ta:t uti ,.,IIJ.l r&k t.\olt.f" tttnl(lillt~d ;,. tAt tOMedUN •m 

-· ......... =--fll»tlft ....... ........ . . ···""""· ........... .. -· ... . ... 
... 
.... ... .... 
•• .... 
.... 
... 
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AJ vour ClOinmit lff, frJt tJaat tbo ratM or cxc:i.Je tuN contA.ined in 
tlail h\11 W('fe just.ifiNI only in view of tho wertimG ~mc:rgeney, iL waa 
pro\'idt"tl tltnt. the inere&SMt impc>Aed shnll trnninetc 6 month• nll4'r 
tlu• do~r nl ho~ttiliti~ in tllo prcsrult war. In this connootion, it wat 
bi'OU~IIl tO tho oomm.itt.ce's at.t.cntion tbo.t. in tho cue o( aialUitd 
II)Jirit$, wlta('$, tmd fennrnlod mAlt. liq\IOnJ1 UJ)Oil which R()()r &t<K'k8 
tllxes, tOI'tc'8p'()uding to lhfl l't"'ipcCtivo ralo incrca&M, nro impoBrd in 
Lhi" hill1 there might. rC'tmlt exlrc:mely heavy burdens upon C('l'l uin 
dl·lllt·R •f, wh('n t.hc int~ast& in trut aro tcrn1inatcd , tht-ro a tlOt. 
l)tc)\'itlrd !'Oilll' ronn of adjustment. lor Ooor stocks th<'n on lumd. A11. 
tlwrt• ""'!I insuflirif'nt lima to !Jludy thi!J quctllon fully it. wu dC<"h.l••d 
to l1akr- lh~ mattrr up in then t-xt t&.'t bill 

DIBTILL.ED 81'JIUTS 

Tl~ mOlt important ~xrise pro~ (rom * revt:nur atandpoint i.a 
that ,..~ng thfl tax on dittillf'd eprite Crom S6 to $0. Thia ~i'JI tl'lu1L 
in intn'Nf'fl N"nnue ol $370 000,000. Sn~e the production or 
all liquor whh lho u .. plioo olfucited amount& ol rum and brandY 
haa "'' n •u•l~tnd<d, lho demand is so high that tho add«! l&.t ...,11 
not 1'\'tiUN" eomurnption. Ordinarily aucti * high t•.x nte mi~:ht in· 
r~•,... thr amounL of bootlt'gging. It it Celt thAt. tbit will noL oocur 
umlt·r 1114" f)rt"'tnL circ:umstanoet.. Tba wartima sborl.IJ;C'I oC llK"h 
Ollth•r•AIIJ All AUgtr and copptor "';u prevent. a substsnti-.l intrtt.M in 
i11t'~"l 4lil'tdlation. 

Di•tillt-.1 Al)irlu ~re now 8ubjeet. to prieo control. Since pAyment of 
ll•tl tux Ly thr dt'tal•\r will rtSult in a grcal.<!r capital i.nvctt.ment, 10mo 

• 

• 

• 

• 

I 

0 

'ftD aCVL,"tTE BILL OF UU Z1 

~-up !Jl&7 ha<e lo !HI allowod on tho amount ol tho 1u in tho n.w 
..nina pn<H 10 I haL .Ugb~y mo"' lhan lbo amouoL ollho w may be 
~ alon1 to ll'e ClOnlumrr. 

A draw-tia<k ol S.1 1 aaJioo is aUowod on alcohol usod lor non­
beverage purpoooa. 

D'EE:K AND AI.E 

. f!igb wa.rlima in~~C'I and tl,e- aborta~ of distillt!<l~~:pirits togC"tJ•~r 
md1rato. ll••t IUl ~ddll10nft l tu of $1 A bsrrcl on lwcr, brinb.;ng the tax 
t~ ss1 w1ll bavc little eiTt.'Ot on the marlcat.•ituation while mish•g adrli· 
l•onft ,reveuuo or $70,000,000. Th~ probabilitil'l ara that. I:K't•r oon· 
8UIUP,tl.o~' during thia and nNrt .. yur will lor the first timr !l&Atlle Jll't'• 
protubat.aon pcllk. On theaupply side, prodticen a.rt fac"d with 1hor~ 
Ag<'8 of malt. and 001\htint'rt anCI with li.mitationa on tntntportation 
Hcnc(>, d('tpito t ile tax, IJrcw!'rs will be ahk> to 8t'tlt u rnucb or thri; 

r.roc.luct. 1.1 t hey can mnrk~l. Tbe taxi& im~ At. the lllltnufacturrr'• 
evel. 

WISE 

TaxH on va'riou!l gndN o( •int are l'ftOmmeodtclauording to the 
loUo• ing aebodul•: 

-- -- ··---
Cll).lll......_ 

Nt_U,...~- ... =" \ 'b'lft'U"""""' .... .. .... """ .... 
::::~~~- ~:::..i:.pl~~ :~~~~~~- ... 

~)IIWUinC ··• .. r:~:"~:t li...-.I""Wt41!t 

I ) thlw ..................... 10-. Pf' ........ 

The conJHimption of wiM in ' 1943 ig nmning ooll.l!idrl'll bly "lxwe 
10112. An intrCIIJl4'11 in consumftion is inditat~d l'VC'n witl1 th11 inCI'f';I\"NI 
ta.~. This l AX "1&0 i1 irnt>OAN lll.tbe menu(Mturl'r'slt·,·tl 111111 it 1t111y 
in most. catc'l be n~c!IS&n• to allow ~mu mark·ur. ou tl1~ a•nount ol 
the t AX, rttuiL.iug iu ~~ aligfnly h(lllVicr Lwdco on lto cOIIJumcr. 

I&LitCTfliC LIOlf-1' III'JLU$ ASD T li'Dt:a 

fncnuing tht prttrnt. tL~ on t:l('('trie light bulLs anti tubc'll (rom 
6 to 26 P<'-r«lll o( tlu• rnanufuturl't's salt'S price will n'!Sult in inrrHt~'tl 
revtmue o( S20 000,000. Sinte th«- tu d meuurtd u a PN'tt nt or 
manuJaclu~r'• 'ulee priH it i! no&. hf.lie,·ed that this rltt "Lll muh in 
anr aubttantial inc-rHM in rfltAil price. 

ln t:.UfS • ·h4'A' bulb..,.. uitd in &COI"H and (a~oriH lhf' ••~ • 'til IH' 
rt!Of'ttf'd u an •ddtd butinftil cost. but. it. •·as ltolt that thd would bf; 
nogligiblo in 1he whol• pir~uro ol busin.,.. Uperu<S. 

I &W&I.Rl' 

Jntrt'Ulllg tbe 1U on jewC'hy from 10 .W 20 .~rt'flll or the- ,.,.tei1 
prir(' i.! (-'ttimAU'd to brins- in $72,.[;()0.000 m add1t1onal rt''.tr!U"; 1\ht'r 
nllowancc forth~ exrmJ)tton lor stln·r plr iC' l f1Mw1U'I!. \\,lui~ ~t \\t~• 
((•)t thaL mDiiL jowclry wa1 a luxury ttntl tlllt u me.ny cast'~ 111Ch\'1dua1o~ 
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,...,.. inv,.tin& in jowtlty u t.n inftatioll bod~. DovertheJ.. 10010 
iltoa ol-..1 u jewell)' am actUAlly utility a.rticloo. S!ooo il appovo 
adminiatrati ... t, impracticable, except in U.. eau ol .U.u plalod 
ftltWan', to ttp&rate various it.ema told in iewelr:Y llOI'ft, a lOwer rato 
wu adoptro. Tho w ia leviro at lhe relaillevel • 

PURl ~N'D nJR..ort\UIWE.D .o\M'ICLQ 

Jnereaoing tho tax on lura and lur-trimmro artie!.,. lrom 10 to 26 
ptl.rct'nl of tile ralllil prico is t xpcet«< to brinJ an addhionall64,800,000 
tn rcvonuo. Tho incr(!AIO in ealea of expc.na:1ve fura and fur ooata In Lho 
put year bAA b{l(•n pbe_oomena.l and demand pr<>miset to ooot.lnue well 
ahMd or UlC doolorw' ability to gel lurw. On u, .... ahlcloa llto lAX 
will be f ... ro along to oonoumero. On cheaper lur ooa11 and lur­
t.rinHnt'C. coala, which compete • ·ith ta:x-f:ree cloth coati 10mo or the 
tax might bavo to be aboorb.d, or &billed to tho .. ·hoi-lora. 

L\IOOA0£ 1 HAN"DB.\ 05, WALLETS, 1:1'0, 

It ia proi)C)Ofd tbal lhe tax on luggage bo in........t lrom 10 'to 26 
ptl'fflll an<! lhat it "" meuurro a,pinat tbe retail price lrul.~ ol 
apintl tht m•nuf&elUft'rt' W ee _pnce. u at p~~ In ~d~ttoo \0 
this 1ht bill u••ndo the I.U to vanouo related a.rticl.,.tneludanll walleto

1 and bandblp. Togelhor theM c;ht.ng,. will ... ult in ,..,,....., 
revMtue ol •~.400,000. Sbif~ the tax on luggaco to the higher 
Tt'taU ba.w at a 2S pereent rate 11 the ~uiv-altnt, on tho ave.raae, of 
ni•inr the rtte to 46 pt:retnL o.o &he m&nulaeturcr's price. 

TOl LET PJU!PAMTJONI!I 

At J'll'("(((•nt. tllcre is a tax ol 10 p«!rcent of the retail price of ttrtnin 
toilc.•L prtplratione, mainlx cosmetic, i nd porfumN. Tbe auggNted 
i.nci'C'Mtw to 2·6 pcrct"nt. wdl add $61 ,400,000 in new rtvenue. Tbo 
moin limi~tttion on the &upply of moat cosmetic11 iJJ a ~ttArtii:J' of 
~ontuint•rt, 411HI on the whOle HJe se.les will not be affcctl'<l appre.a1ably 
by t lu~ tu. 

TEL&PHOli:J:, TELECiR.A Pn , 'RA0 10 1 ETC. 

'raxH on various oommunicalion senices are propoeed at the foi­
Jo•·ing rtiH: 

,_, ... .......... 
.... 
... 

• • 

• 

. It io etntrelly ~ tbaL lhe teltpllonelin.. are a i tho P<8tt>l 
time ~vtrburdtnro .. m~ th- ...... wiD peobabiJ' .. , reduee non­
,.Dtlal Ul6 matenaU1, tlu1 does appev to be I dNirabfe IOUree Of 
rennue. 'ro tbo extent. tha&. t.htte tuM repl"fflf'QL buaint11 e•peniN 
lhey uo dtductible lor Uleom .. tax PW'JlOitl. The tax on Jo-1 w1,... 
ia nec:H~Ary ainco lhfly are in competition with telegraph 1(\rYi«t. 
AU of t.bete lAJCee are levied dirte:tJy on eontumers, ' 

'l'flANIPORTATIOS OP PERBOSt 

Tho wart lrbo increua iu transport-ation has bt-c.n l&r beyond lllat 
required lor CJUetl(ili) l~. Since much railroad tmvt•l is n~ry 
in virw of guolinc rcetriotions, it would 00 unwise to lm~ a tu "" 
suffiCliently blah r&tC!t to cut subetanlja1Jy ci\•ilian Lr&vtol. 11. would, 
nevea thl'let~, tMm detirablc to mlke tbose that. do tra\•tl pay ('c:ctm for 
the \JrhTil<'ge. 'T'ba proposed inerea~of the rate ftom tO to 16 Pf'N"<'111. 
wou d iutrtiiO rcwtnuct by $761000 000. n1i1 lu iJ ltWiNI din'Cdy 
on i.ndh•iduala while ttn•icemen on lurlougb or being lntnlltl'l"ed, aro 
apeoifically exempt .. hile "'''~ in coacbea. 

Wo have alao providro that tbos tu should be paid "ilh ,....poet 
lo offi<ial tra••l by tmploy..,. ol tbo Froeral GoY .... mmt, ou1 ol 
lunda opeeifieallf appropriat<d lor sll<h pu.._ The bill aut bon. .. 
auch appropriauom and furtb« dired:s aU disbursinc Qft'l('tfl of tbo 
Go•tmmtnc. to make quart~rty ~ports to the Comptrolltr 0t'M'ral 
atuing lort.h the nlmfl of offacials or employed trnclina: on olfitial 
bu.sinH~, the datCI of ta.th trip and destina.hon poinl•·, arid tllr tot•l 
amounc. or ~.tptrua allowance tor tach trip. Thtte provieion• tlto 
apply in th~ cue ol perwons othtr than Qflicials and tmployN"ffl ln\•tliog 
at the txptnsa of tba J. .. ttlt.•ral Qo,·emment. This infonnaUon thaU 
bt rurniJhNI to the Congrt'MI in the annu•l report of tho Comptroller 
Oentral. . ' I 1 

Your tommltl4..'C l.tt com•inoed tllDL there Is n eonau <'rab 4' • mount 
or unnf'Ct'IM&ry travcol by ot,fi~ ials a!'d. rmploy~tl'l or the Oov,C'nunrnL 
]t, i11 brliovcd thAL by rt'qulrlng Uus mfonnahon to be funuJhNI t Ito 
0ongN'88 much ol t l10 pro~Jt>ut abuse Dnd WfUII..c ol lite liLXI)ft.Yi'!'fl' 
mont·y wiiJ ho eliminated, and tbose who m~&t. lNI\'C•I on <'•rnt ml 
busini'la wUI be afTordOO a g'J't'ltCJ' opportumly to kt'UrC iUthtblc1 

McommodOliont to do so. 

TltANIPOllTATIOS OF PROPERTY 

Tb• lu ol 3 P.=nt on the transportation of property im(IOI<d in 
the R tftnUCI Act or lo.t2 hu ··or:ktd satisf~loriiLi. Tht ~ llllpoetl 

nly a sliahl burdtn on a ~ucular arbde •· le. l"t'turnma; a ntl. 
~Venue ofSt70 300 000. While it did not wem adnuble t~ UltrtMe 

Ibis tu the ce'm;;;!u .. ltiL lhat it ILould bt made ':fPh!'&bl• lo 
ourth-clua mail or pan<~ pool. The proP.OUI to uttn th11 tax to 

1 poll. trill a«oun1. tor au ln('rrue m ft~·~nue.of ~;& ,600,000. 
~ 1s aecte~ary to mtore lha previous compeuu"e utu.auon • 

OIJ'fCR,\l. ADl088IO:OOI 

1 th neral admissions tax from l to 2 oent1 ~r 10 
cr~ ~~~o: Ljl;:, ol l be price of the ticket, will raioc additional 
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,.,..,.ue of SI63,WO,OOO. Ma.t. ~ of ..,,_,.,.~ .,. PMll.Y 
profttin& from lbo upo.oded n&liOnal loeo~~~e. Tbe 2-.nl ra~ 
appoaml to OUT oommiu .. to be deoirable in O<dor to_.,.. addilional 
,.. •• nue and which would erute no grea~ bani.Wp. On '-! bo .. a 
and aal<t of ticl<ete outeide of tbe box ollico, tbe w Ia l'&loecl from 
II to 20 P'""'"~ of the cbarp. , 

CAIAtKTI 

I ll<l'rMing tho eabare~ lox from 6 w 30 Jl!!I'Cenl ol tho total 
bill w~uld yield on inere..., of 1911300,000 in 'rov•nuo. With U1o 
f"XCCJUion ol n lew rolldhou.t.N t.hat nave been hurt. b_y the guollne 
ahorta~, cabare~ ba.vo bef.n experiencing an un(>rccadrntrd d~mtod 
tor tht'llr entertninmf'llt.lt'rvicCI. lt. is felt that tJu.e it moro of a luxury 
than •hOle aervict'l which are subject. t.o the general admiu.lona tu 
which it " minimum of 20 percent. 

CJ,UI DUI& .&.ND INITIATION FC&I 

It Ia proi'C*'d to raiae the w on club du<S and initiation f ... 10 
u to 1pply ai.uilla.r rates to the various ~ in the amutemf"..n&. 
and rnwrtainmeM field. Tbo rate of 20 peroent in pl ... of the 
p1Wt11L II perHD1. • •ill a«<unt. for $5, 100,000 additional revmue 
It is not <onttmplated that this w will atrectthe..., ~f dub facilitie.: 

B0WUN0 A&.LJ;T8, 81LLL\BJ) AND POOl. 1'ABLU 

J0'or howling alltya, it ia recommended that. the ()t'fetDL annual 
liet'IU!<' tax of ~10 per all<J' !>e. oonvo~ed inlo A tax Of 20 i"' .... Dl o( 
tbt~ ehll'}tl' • • For pool an~[ billiards,_ l~<'e r«:orda of eharger art vf.ry 
lnad('qt!lle an most estnbh!lhmentsJ tt 18 recommended that. tho lioeo&e 
tu h< '"''''rU<•I lrom $10 to $20 per table. Th..., two changeo will 
provid~ $271000,000 in new re't~enuo. Thoso reCreation• aro 1n a 
"eneml wny In compttit.ion with amusement& eubjcct. to tho adtniJMiont 
tflx. For this N'O*>n1 the bowling allC\y tax W88 Rhirtcd to" percc.nLogo 
b1u~:i ~t l'OIHJ)Itrablc w1Lit . tlto gc.ncrnl admissio'na tax. 1'hil wntt nor.. 
prfl('liclll for J)OOI t\ud billiards. 

P08TAGZ RAT&8 

\\'tN!i it. not. forth~ great laek of eoun::es to wbic.b the committee 
fOuld tum for additiGn~l re .. :eout", it .,·ould not r...commt:nd inel'f'Ut"l 

m posta~oe rltf'll., t"$pc!Cially m view of the fac1. that. the Co1runittC'O 
on tht I_,OIIt. <,MrK'e and ~ost Roads UJ)«t at an f'arly date to con»der 
til.<' .t""rabilny ol makmg adjUJtmente in ~togo ,...._... The oom­
nuuf"f' thoud~l l~)at it wu ~esi.rable to pro·vide for thit additional 
,.,.t"n~M> at ihtt um~ and adJUSt the rates lat~r, Hpoeia.Jly lin~ the 
I,OJt Offit~e Ot:pertmenl eontinues to opuate moe:L ol iu eervicee at. 
• I~ tmdrr prft('nt rates dttpite the heavy TOiume of ... ·&rtime 
mathnp. Tl1o c .. , A~e<rtaioment Report lor I 042 ol the Poat 
Offic..~ Utpartmtnt abo""& that "'·hile first..clasa ma.il et"ic:e wu o~,... 
•
1
too at a proC.t or $163,000,000 diiTing the fiacal J'Ur 1042, all othtr 

t IMel of tn1il ecrvice operated, in tho aggregate, at a IOM ot 
$172.000,000. A &imilar ovN·all situation baa ex.ialed with r•ptet 
lo JXI'tlll l t•rvircs for yaare. 

• • 

• 
-

1'IJ& • K\'[;.'"111: BIU. OP ltU 31 

oo~t~b!il' ~:':.:'':.",;lor the ~t~ ratN d<&ll with In tho 
adopted b lb ' • tr PrtStnt aaw and the modi.fitatioN 
revenu•.' 1 ~ eommJttet, together with tbe eelimata of addhional 

TAIU ••. -c.._. " ,_·Hill '*'llfe ret• w,.Jn 'P'T~Ift;l fow.all<d .. .lldw ('ftiMUIMt ~~~ 

n ........ ; • •I 
.. .,.l-. ............ . 1~~r--~· 1'"' .. ""CIII ... ....... . 
~·:.....:: •••• •••• ,., tOfDI;fp. ... llt'IJ . ..... ,. ·-lt ... flll­

"••••••••·• I MHI'J.t-lelor..-b 2M41-ulflf...d.1 

Mililfuft/ 
4 ... ,. ... 

Ill ....... ·-- ........ 

11,0 ... 
"' .. , .......... • :..:.~= ..=t. l"'ta: -.. HOU .... . = ..U . ....... IU ...... '1! '*" wUdJ •• »--. ......... .,......._ ' I 

c. 0 ·~-- ........ .. ..... ...,........., .... ,. ..... ,....u. ·.: 
Tthi,.U. .•••. .. -············· ..... ~.·---·· 

.... _.. ..••..... .,_.. .. n.a'* ..uc. ,._.. .. u .. ....,.,... 
r---: ... =:, 

·,.:..-n.:r:.~ ........ _-..... ,... ............. _._...,. .. ~ .... -· .. ltd.~--,....,..~ 
PAaJ-~tc.-r"&L 'WAGna 

Tht~ introduttion or. Ft'dt'r111 tax on tbt total Wl"tl'llat peri·mututl 
rtt~tracka, at 6 l>f',l''rNI.t •·ould raise S21,SOO.OOO 111 rtvtnu.-. A• • 
r('fult of lugh •artlmt- mc:om~ betting at. the- laiJe rttt't'tr'lt'k" in the 
pAll- year bllJ been gn.-tttC'r thnn t\'cr b<'fore. Tlua l.ft.X \\OUid be 1mid 
by thOle who can alford to btt. 

TEJUdl!oo'ATtON or Ct:H1'AIN Oc)\•t:RN).It:STAl. ExciSE 1'Ax Ext)U"l'ION& 

In" lctk'l' to your C'onuuittE•(', dated Auguat 1, 1943, 1114' 'PrC~8ic1uut. 
recommended lh"t. lt'gilll'ltion be enacted which would tl'nninAtu 
numerous c-.xciBoe lAX cxemJJlions con/erred by e.:dtting lAw wil h rMI/)<'<L 
to article~ 10ld for the U!C'l orf and ~erviets rendcrod ~i the Fe< C'ral 
OovC'rnmt'nt. ln ltJ{tpori o his re<'Ommendation, rne l~irlcnt. 
atated: u I J)rOpol(\ tlua atep Cor tho purposo of aaviat the w-ry eon­
&idenble manpow('r utilitl'<l both irwde and ouuide llu~ OO't'('mntt':nt 
for the adminittntion of t.h('SB exemptions, and for the furtht':r 
rea10n that tht manpov•tr aud ~pet~diturl" de..-oted to iUth admini,.. 
tntion rHuh .. in no btnclil. to the Go'"tmment. Statf'd otherwiM, 
th(': tf'nnination of tbr f"Xt'mptioo •iD not optor~te to the ditadnnt.ago 
of the Govtmmtnt inumuda as the fXJ)6Kiiture incumd b)' the 
Oovf'mmtnt in tbt- peym~nt of the taxes in question •·iU be l'ffOVtrtd 
in tbe ~lltction or thOet tues." 

To gi'·t tffN't lO tf:M. Pn..,.j,f_.,nt's m:ommPndation, tb,.n"fon>, the bill 
ft'mo,•ts many r'<d't"-tn r 'CNnptions now exis1ing with f"ttptet. to 
ArtielrA aold, or J('t\J(.'IM rcom!, nod to tht Unitffl Statfft. In (Ctntrel, 
thr ta'C~ thus affi\CI<'tl br the bill are Lhe retaill'l'l' f''<tit<'i LAXN, tho 
manufncturen1' t>XtiiiC!- tn.\t. .... nnd the tAxes applirable to t('lea:raph, 
tfll<'phon('J r1dio and t .. hll' faciJiti<>S, And the trnnsport1nion o( pr..On.! 
and s,rope_ny. Exct"J>t. iu the tosc of the mnnufBctun•ra' excite ttuc<·l 
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~~ -~'..W.nd. of ~ Uld mal<...., ._,_, abollo ODd - .w._-, - ... .._..,._,~ J>lloooo.ia-'---'-
ODd mlioioel ~Ia, lhe ~u .. will bfooine'appli<.J.,i0';'~~ oold, OC' ...,_ J't!DCiorecl, 10 the UDlled St.t<o ap • 1.1 3 
monlha atw the .da.~ of ""!'Cim011t of tho ""'· Thia .,:'.:':. ~n 
allowed 10 penDJt . the ~anoua sov..,._t.l • ......,; .. .,._ aay 
.-ary ~ lll their contraetiug , .... .,...,.. and poUc4>a. 

Th6 applieauon of the ma.nufa.cw .......... ; .. ..,.,. 00 oa.1oa of piswlt 
a.nd tOYolven, fireanna, &bella a.nd e&rtridcM, and radio -.Jvil\g '"''" 
phon~~ha, pbo~ograpb rooorda, and muaic:aJ innnme~u• it J>08L~ 
ponNI unul approxlDlatoly & montho aft.or lh• l<rmine ...... r hootiliLil'll 
m tho J)rt.IM:Ilt war . Tho di6oroncc in t.lw.l trl.'latmeu~ accorded Llao 
ta."<Cll on lho.aalc'l ot pi!tola and revolvtvt, Rroarrn1, tiiMIIe and car· 
l.ridgt>t lt juatofiod by tho factlbat \llldor .J'r<""nt conditiou nllJirly tho 
entire ou~pul· or lheee articles it now ~mg sold to thn War or Navy 
p(\putmentor .other Fcc:lecal governmental • .,~.nei~ direc.ty concen1ed 
Ul the proeecuUon of the Vt'at and lbe atliJUOliLraUon o( the exemption 
at not, aocordincly, attended by the Mme dlffitultit'l that uiu.in the . 
._ of Olbtr IUto. Th• dilf•......., in the ,,..,m•n~ accordod radio 
rt"Hivi.nc Mta, et.e., proceeds from difticulllN •·hitb would b6 i.nvoh·ed 
In d•lerminiog tho 1Uabili11 ol cenaiJ> radio oquipmonl (MII<hutd hY 
lho annl'd f0ft8. Th• B<C:tion which im)>OI<O lho t.x on radio,.._ 
uivinc aew olio im- la.xN on pbotlOI!""pbo, pbon..,.ph ,_rdi, 
and mu.tical inatrumeuts. Admin~Lrauve t'OUYttlituce make• it. 
advioabloth .. th• exemption wilh ,..poet to aU li.XI'I impoatd by the 
lof'Ction ~ t.enninatad a&. the same time. 

(e) ~{I$C£Lt.AH&OUI PROVI&IONI 

U) TKUITI FOR B&NEPIT OP' MIN'ORt AND OTH~MI l..t.!OAI..I..Y Dt.:PY.NDKNT 
UPON O.BANTOR 

Your oomrnitt!!a have given careful coneid~ration to the deeiaion or 
IIH' Supreme Court in tbo ease of R. Dougln~ Stuar~ (317 U. S . 164) 
whkh hnld thllt. a rather, wbo orc• t.ed nn irrovo<:,lble t.ruat, oontaining 
n JU'<WiMion tJutt, the income thereof misht., in tho di1cretion M lhe 
trualf'ot be used ror the support and mamt4'1lAnee. or education_or hit 
minor children was taxable on the trutl inoornc C\'M lhough JL ""•as 
not ac~ually us~ Cor aueb mainten.a.o.ce, t.oducatlon or auppor'- but...,. .... 
aecumulated in the trust. 

Prior 10 lho decision of th• Suprtroe Cour~ in lho SIU<Jrl ~ lbe 
8 UrHU or lntt:nlal Revenue, Ttie Te.x Court or, the Unlttd ~ta.tfti 
and tht lower court& had held that wht:re tbe trutt. ancome or • portton 
lh•rtOf mij;hl, in lh• diacrelion or the tnlll ... , han boon uoed to 
aupport. mmor t.h.ildre.n or the grantor, ooly \he am.oun" or the trust. 
incom• attuaUy diatributed for the aupport and maJ.ntt:nan" or aueb 
bfnMiriaritw wu-t.uable to the ~tor. . 

r our ronuniu .. beliov .. tha.t tho rul• in dlect pnor to tho Sloon 
tO« is a eound rule and bu inte~ a f,ro-vilion .ill t.be bill to rMtore 
tho old rul•. Und•r the bill in<ome o a trutt !• no~ taxabl• 10 lbo 
g.tanlor mtrel1 bec:aute IU~ iuoome in, th~ , dl.lef'tUOD Of another 
pmou or <he tnulloe mal be applied or dalnhu\NI for the ·~pporl or 
m1intc·n•nce of 1. beneficiAry wbom tho pntor ll ltplly 0bl1pt.ed, to 
IUPI,Orl or maintain, 6 etopt. to tho e.xttnt c.bat.1ucb income i1 10 applied 

,. 

83 
or cliotributed. The a.mtndmm~ is ma.de retrooetiYo 10 olllaxablo 
, ...,. whore propor -u a.re filed 10 that oil LuN which would 
buo beOD payablelllbla a.m•ndmcnt had beou in tft' .. l, wiU be paid. 

(lj BACK PAT OJ' nfDIVIDUALI 

Tho liXto on back pay received by OD individuol '-uoe or an 
ollogNI uoralr labor pr~~Cu .. under the Nalionlll Labor Rclaliooo Ae~, 
or a. tlola tlon of tho Falr Labor Standard• Act., or a rotroact.Jva wa~ 

· incrcuo apJ>roved bY. tho National \Var Labor Boord, aro limil<ld 
to oueb tax .. u woUld bo p6yable if the back pay w•re rllotlivlld in 
lbo yclll'l ror which paid. Tbj.a· amendment. is mado eJTcc.Ltvo whh 
""'poe~ to taxablo yearo begioning a rc.er Deoomber 31, 1~0. 

(I) PJ:RC'&NTA.Oil DEPL&'l'ION 

Puctnta~ dt.Pittion ia txttndtd to flake g:raphi~ •ennic:ulite-, 
potub, bf'17l• rtld:tpar, mica, ltpidolit~ and apOdumf!nt', in ~dition 
to lh()lla nunt rall Pr"8ttlllf reeeiving it, and diklonry d_t_pletion il 
eoneequeodr ~lnated Wltb respect. to thtoee mine-.,aJa. The exttJ)o. 
lion 10 flake a:rapbile appli .. lo yeari btl<inninJI aftu O....,ber 31

1 19-t2, but the uttrui.OM made by this bill and t.he ReYt:nue AcL 01 
JQ.U a.re limited to the dura'ioo of the .. ...,. 

• fO n'L\TI:GJC lrOSEJtA.JA 

Fluoropu, flake graphite, and vennieulile ore added lo tho lilt or 
atrat~gic minora.l1 t.xrmpt- trom the t«C4!l!Jil.-p:rofita tu. 

(&) UCa&orUOPITW TAX TRL\1'lrll::N? OJf TlMB~R, COAL, A.ND KATOAAL 

••• 
The preecnt. oxcet~ ... profitt tax t.reaunent. given cert.ain eJI:Ct• output. 

and bonut income lor mineral and tim\,or property is exl4'ndod to 
lei!I&Ort or mineral property or a. timber block, new ooal and Iron anlnM 
lllld timbt.r blocks not ill opcu.tlon d uring the base period, and certain 
natural gu companiM. The amendments with reepect. t.o lc.ora 
or pro[><'rt7 In opor~tion during the base. p<riod and wit~ ~poe~ 1<> 
natural PI: compamee t.re made retroactive to yt:a.rt J>tainnms afltr 
DectmbU 31, I Doll. 

(t ) 'Y.U.tJ'-TION OP CLOIZLT Bn.b CORPOUT10N& tnf'DRR CITA.T& TA.X 

• An•a.mtodmM~ lO tho .. UIAI WI provideo tha~ Ul corWn inoc.aac. 
tho •aluo ol unliol«< otoek a.nd .....nti8 aball be detmnioNI loiOidllc 
iD\0 c:onaidenlion in addition to all other facto~ \be 'falue ol 1\0ek or 
.....nlieo of oom~blo oorporalious which .,liol«<on an excha.np. 

(t) QlPT TAX 

A gill t.ax amendm•nl provideo that iD COlUio inoWloel lbo ap­
pointment. or a new trult.M, th~ veating of d..iacrntion in a .U:W* or the 
oxerciM by I lrUILet or diseretlOD aball DOl bo A IU&ble g>rl. 

ttiiT------ . 
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(I) coaoo:~a~o•pe Y..U. oova or nrrao .,..,... 
Pro..WOn Ia made ptn~~itliDg 1'be Tu Cow\ of 1M Unii.Od 'staw.IO 

UN oommiaiontn in p&rtieul.&r euM. 

(t) ~EDt'l' 1'0. ITAft V!C'Dli'LOY'll.urr TAXU 

Tho p...,..nL rett.riction limiliDg tho crediupinot Jl'odttal un•mploy. 
m•nL t.u for cont.ributiooa made 10 a Stat& unemploymint lund 10 
oontribullono made Wore Juno 80 non foUowinJ the duo dote lor tho 
Fedcrol t.u rctum lo liii.Od, and provlsiono ""' made with fflpooL 10 
the ov-rAtioo ol thla credit for tho yean lrom 193P 10 1042. 

Your oommiLIOo wu oot ableiO give fuU oonoidentioo 10 tlloprob­
lem or rC!tOr•t~~ for p01t.-wa.r conversion; t.hat ia, rtwcl'vat to oonvc.rt 
laeiOriCl •lli&iod in war production back 10 ptl&()etimc production 
and prevent unemployment. This matt&r will be iJi•ro early con­
oideration by your commitLOe. 

RIOOO'I'lATIOM Ol' W.t.a CoHUAC'I'I 

(See. 701 of 1M bill) 

Oltlf'StAJ. ITAftlB" 

Tho pro•ention of ucoooivo profitA out of war bu lo~ boon a d.,.p 
cooeem ol tho Congrooa. During tho laot World \hr, int.enli•o 
otudi01 wtro oonducW and reporiA made theroon. In an addrou 
10 tho joint -'"• ol CongroM, May 27, 1018, tho Prooidtnt aaid, 
"Tho prcfit.,.Mili that cannot be got at by tho rootrainto of oooud•ooo 
and love ol oountl')', eon be got at by t.uallon." Following tho war, 
a ,..port wu made oy tho Federal 'l"rado Commiooion daW Juno 26, 
1924 on wartime profito and oool& in tho ot.ocl induttry, in which 
Obai~nan Ruston Thompeon stated: 

O.pablo mana,go.m.en,, or 1ood fortune in inv01-t.n~nt. and op«~radon, wert 
IJlJ)IU't!lltlf Lhe m•Jor t•eton In detennlnloc t.be rat.e ot proftt, and Ua.oy, r~t~Her 
tJij!,n n\ert abo we.re the ebarac.tert.Uc element. of bueln81 auceeee. 

A War Policioo Conunisaion wu Cll&bliahod by joint NliOiution 
or Cot'l!r.,., approved June 27, 1930, 10 rnport 10 tho Prcoidont 
methode ol ouch pmverition. Ito PWJlOI!' wu otatcd u a. plan 10 
mobUi1e •llectively the NliOu...eo or the Nation lor war whiCh ab.U 
tlimjnate ••ar profiteering, pmvent. wartime in.Ration, and equai~Le 
111-artime burdens. The c:ommi&aioo wa. compoeed or fou.r Member. 
ol the llouoo and four :!.{embets of tho Sonata, and tho Secntarioo 
ol War, Navy, Agrieull.n, Comm.,.,., Labor, and tho Al&oroey 
General. ho repon wu aubmi\W on December 4, 1031. I• nw!• 
d.Snito roeomm•ndationo of procedure lor tho control or. profita m 
wartime. llrooottniaed tho panofinduauyin thop"*"'!uooorwar. 

Mr. Dtmard Baruch, tatifying bolo~ tho C<cnmioal~n, quoi.Od 
ll'iold Marahal Von Bindroburo<'o otatement u 10 the Un!~ SlaW. 
and ito war induolry in which 6e aoid, "Her brillian\, il pttll .. /-~~ 
Industry had ontored the auviooo of p.t.riotiom and bad not ... .., 
h.." Tho oontrol ol war profito du_ring tho laot World War wu loft 
mainly to taxation and pnee control. 

• 

.• 
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,ln tho yeara P.rlor 10 the .,._,, World ~ar, lhe plOYioiono oflbo 
V1000o-Ti'llluu.U Act, tho ...W• or ~ otudW. by lho Com· 
miue. on Naval Affairs under the 1.ble direetion of Ohai.rine.n \Tinaon 
oougbt 10 limit profit by ~· limillng provioimo u 10 roollocM 
ror D&\'lll •Mitl• and ainmift.. lo 1940, on tbe l'f'<l<lmmtndation of 
tho departm~nc.a, the provitiona or these aet.a were auspendOO and 
t.here wu en&et..OO the mt:OMI profit. LAJc on corport.Liona ~Mking to 
c.ont.rol war profit&. 

An am•ndment limiting profiu waa propoaod by R•p,....ntotlvo 
Cue or SoutJ1 Dakota in connooUon witb .tho I:Xth aupplem~tll-61 
nationl\.1 dofe.nso AJ)JH'OJ)riat.lon bill. Suba6quentJy, a provitto wae 
adopted as aoolion 403 of auob appropriation ac:t... This P.rovltlon 
directed t.ho Seerct..ary of efLcb dafart.ment. coneemed (tjlo lneert. ln 
c:ontract.a lor a.mounteln («CHI o SlOO.OOO a _proviaion or rtn~ti .... 
tion of tba contract. prico at. A time when the profit.l could De de.­
tmnined with r(!a.eonable certainty, and (2) 1 provi.eion for t.he 
retention or recovc.ry of exc:tt~i•e _profi\1 by the 00¥"ernment. 

In thoRovtnuo Aetol1942lheCommiueeon}"m~~nCeorlboS.nato 
reported and tho Senato adopted amendment& ...-mtndod b7 lht 
depe_rtmtotl eontemed, which irere limited to implementina the 
pncticet and proefdUI"ttl or IUCh depArtments under teedon 403 U 
enacted. In the conft:rt:nee report on tbe reTenue bill or 1H2 tht 
manaa•n on lhe port or tho Bouao inJerted the lollowint! otaiOmtol: 

Tbe comm.htet ol (l()nf"tenH doaa '*' fMI\bt U. ~t.e w)»:kl!l.,. _. 
bJ tbe biD \o 'bt ~t.loa kw ooo:taln all t.be ~ ud lmpro~t.a 
which it. ml1bt bt ct.lnble \0 mAte. No attempt hu beet~ made 10 IIUIJJ ud 
reexamine all \.1M oo.IW. rne\hocll for dea.!Jnc wltb est'!eMI\'tl PtOit.t nwJJMCI CIA 
war co&ll.r.eta. 1'bt bUJ mer"t!IJ •t.t.empta to retDO\'e aome ol U.. 1JIOf9 ~I'll 
objecUont \o the J)N!IIIf:nt law •nd 10 m•ke the t..w admJrdll.rsth·el.r worhblci. 
It ia •nlJdpt.tA!d tllat the Wayl •nd MMDI Commit.tel Y.iU lLudy ..et.lon 401 lo 
GOnoecUoo with maU.ert tiOW pendiDI before Lbo commltt«<D wtth •n eye 10 a 
more 1eooralrevUioo than 11 oontaloed to tbe 1942 revenua bUI. 

Your committee bu devoted considerable study t.o tha 2_robl(!m or 
retlCh"'tiAtion. A eubcommiLte& of t-bc Ways an~ M(!&llt ~omml,uoo 
wu appoinLcd in July which «~ndueted at.udu'JS on tlaa IUbJOC"· 
PubUo hearings wera held ~clore tho lull oonunilt<e which ol<ln.od on 
S.ptombor 9 &nd l01Lcd for a r•riod or12.davs. Theoe,hearlnp !"•rc 
in addition to lhoso oonduct..e< by the House Naval A.fl'airl <:;ornnutt.eo 
wbicb at.Arted on June 10~ 1943, and covered a 14--dfl.y period. Tho 
aubeomm.ittce, M a rtwult or ill atudiee, mtde. a repon lo t.ha lull 
comm.itt.ecl on November 8, 194-3. • 

Aft&r oonoidorilli tho txetilen• ~port or tho ouboommtll .... lho 
raport.l or the NaY&l Aft'ai.ra Commiu.ee and l~e TI'UIIl&ll c:o~mlt\8, 
the 1"1\11,.\iono of tho dop.rtmt'nl.l and thet.olm>0!'7 of lbe W>tn­
appe&ru~~ al tho public h~ ol bolh our eoauntl~ and lho '-:••~ 
ABain: Committee, your comm.&ttM rNChed the f~o~ ~ndu.aone. 

Fint, thal tht ronfCOtlation .law ahould !>'! -unuod, W>th amend· 
menta until after tho torminauon or bootih~ • . 

s..Ood, tbal lb.,. Ia l'uoL ground lor oompl_ai!'l ab,out tho ~·unc 
re.nrgol.iation taw and t •e manns- of tta &dminastrauoo, partic.Warly 
u applied 10 t.lto amall oontraeiOr. . . - ·' 

Third, that eertain chlllg<ll in th~ "'"<'e"UAuon l~w ~hould bo "'""' 
to mako it. more workablo and aqu1tablo\n 1t.e appUcauon. 
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h ia btlio•.ct lhat lho ~ r<•eomDulld.ct tdmltt.odl7 will • 
materiAlly Unpro•• the litua\ion. 

The lollowiD)l ia i. oUIIliiW)' of lho priaci]JOII cbaoc- .-mDuod.ct 
b770ur COOIINII8: 

PIUHCJt'AL CHA.HOD at.COlOlENDitD Uf a.Elf&QO'nA.110N' 1.A W 

1. In lieu of the oxi.tloiog provioion, oxempt.ins oonlneta or aub­
oonln<lo of $100,000 or loea, 1t ia providod that oonl<'aela or ouboon­
t.raclAI oboll bo Cl<empt from rnncgot.iatioo for a part.iolllar 1W if the 
Ol!l!•llll•t• of the amoun\4 reccived or aocruod during lbo fiocol yeer 
dooo not exe<O<I SIJOO,OOO. This change it being made at lho ougg.,. 
Uon of tho DoportmonlAI. 

2 Tho defi.nltion of euboontraet ball boon rowrlttw to lncludo on]Jo 
1u~ntrtt.ctl for th'o article, work:, servioee, building, tltuot.urc, im· 
provem(\llt or facility conu.et.od lor under lho prime conlnot or lor 
art.icl .. to be incorporat.od in the ilelll contraet.od lor under lbe prime 
contra... 'eul _ , od' • cb a. Cont.rt.cUI or aubcontneta for agn lurw.~. comm atiee, au u 
pina of all kioda1 •ecetabl ... coHon, tobecco, .. u.le, bO(!I, wool, ogp, 
mUk and ._..,, mcluding C&lllled, bolll.ct, or. ~eked rruita or •oe&­
tabl.ea or lheir juleea, are ex-pt from ftllf1801.iallon. 

4. Tbe bUI ~Ia dioeretiorwy aulhorit7 in !I'• War Con~raeta 
Price Adjualm<nL Board Ja D.,. Board ~ONI&I~ diac.~~ 10 <X~PL 
fi'Om MDf19t.iation atan ud commm:ial &J1.&det, it 1n 1ta op~o 
normal coaipotilivo conditioos oxi.tL affoc'!ng lbo Mle of ouch articlea. 

6 Tho bill alto oxompla from =ogot.ia.,on oontr.elo or auboon­
....,;._ will> religiouo, charitable, or .ctu .. tional orpolJalioos if aueb 
orpn!zatio111 are ex~pt from moomo taL o. Your committee baa aet.lorlh in tho bill cortalo lactono to be 
tAlkC!n int.o consideration in determining exctt~ivo profitl. ThOle 
f&et.ort aro u /oUowa: 

(a) Efficioney of oonl~lor, witb ~artleular r.cl!"rd to atiAiin­
mMt of <]UAnlity and qualiiy production• n>duct1011 of ooota, •nd 
economy ln the usc of raw materials, facuitl~, and manpower; 

(b) lte ... nablcn.., of coeta and pro61o; wiw ~rti~ular rtl!"rd 
to volume of produetton and normal pre-war eAmiD~, 

(e) Amount and aourco of public and private cap1talomploy.ct 
and net. wOrtbi • k · ld • (d) Elclcn> of mk ... umed, including lbo na lllC en, lO 
rt&IOn&ble pricing polici~· . 

(<) Nature and oxleot o/ contnout.ion to lbo war tf!Orl, mcl~d­
inJ ln\"tnt.ive and developmental contribu~n and. COC::h~·taatn 
wnh 1bo Oo•emment and olber contractor& m auppl11nc "' 
Ui!UI&nte; . I I t (f) Charactu of blllineao, including eompiOXJty o !"anu ac ur-
ing l«hniqut, cbanetor and ex~a>t of aubcontrac:l.lllg, ratA! of 
wm-orer- bt· (1/) Such olbcr factors lbe eonsidorstlon of w~lcb lho pu IO 
lnlcrca> and lair and equitable dealioa ma1 rnqu...._ 

Your committ.oo be1ievea that. in oomputlng CX~Ye pro~u, 
oonaideration a.houJd be give& to t.bo financiAl problozm 1ft connoeuon 
with N:!COnversion 111 &JJ()lying faet.()r {g). rd w'th 

7. In computing profiu.1 oosl• ..,.. detormlll.ct In aaco anoa 1 
tho me>hod of coot AOOOuntlng regularly cmployod by lho oontrootor or 
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oubcon~n:<wrin keopi"' ~ boob. AU itemaof tllo cb&ra<tor .U......ct 
u ded~~ a.od Mdutiona for inoome and exceM profit.l t.u pu~ 
JI'OI(.III, wclud1ng lbt curnnt.ly deductible a.nnu.al amortiuUon allow· 
~.oe, are allowi!d u lt.ema of co.t. to the atenL aUoeable to oont..raeta 
w.th the d~pertmenta a.nd auboontrat:IJ.. 

,8 .. St•.to Income, t&xet..,.. ..Uowod onJy with rtllpac:L Lo lneome art~r 
(!.lurunatang axca~~~ve profit. upon rcotgotia.tion and then onJ,y to t.J1o 
extent aUC?Cablo to tho re.nogotiable business. ' 

9. Cra<ht. Ia, allo,wod against. rotOO:Mive pro6ta for inoom~ 1u\d t«tON 
proflto lAx ]lAid w1th , .. poet to ouch profito. 

10. Tho p~·nflayat.om or futuro or forward repricing i.a continued 
under tha. bi~ll. llowe':Cf, tho btu givts tho contractor or tubeon­
tnot.or tho nght. lO r ol1t1on Tho Tu Court of tho United Stal<':l in 
CAIO be- it di~a&titfie< with the priee as refixed by the Secretary, 

II. '\ conlral board called the War Co~t~lo Price Adjuotm<nl 
Boa_r:d, aa cre•ted lO have charge of reneo:got•atlon. This Board illO 
COD! ~St. of five m~mben, telecled rrom tbe departments. Thoujtb the 
Bo6rd may de1teato itt powtn of ft.negotiatlon, evtry contractor or 
eubcoo\-re.cLOr W entitled, upon rtque.t, to have hi:! cue rewiewed b1 
lbo Bootd. 

12. The eontractor or aubcontnetor is rtquired to ftlt> with the 
War Conlr'Kll Price Adjustmtn\. Board a &Lalf!men\. of at1ual to~tl 
of product.ion and auch o<hor 6nancialatalaomlo aa 1be Bot.nl may 
by regula tiona preetriM unleu the &ggregate of the amounll ft!()tivtd 
in the fiac&J year by t..be eontrac:l4r or suOcontractor dOH no\. «!XCHCI 
$600,000 . 

13. Tho War Con1rae14 Pri<e Adjustm .. t Bootd ;. rtquir.ct to d .. 
t.ennine uoeu.ive profile with respect. to the aggrega~ amounLI ·r&o 
co.ivtd or &«rued dt1ring tb& fiiC&l year by a oontra.etor or tubaon· 
traet.or and not ~eparat.ety. How~ve.r, ILL th~ requaat of tlte contnt.etor 
or subcontl'llCtor, tho Board may make tueh drt.ennination with 
ra8pcct. to tl1a amounlAI reeoivcd under any one. or more aapara\e 
contrncta. 

14. H tho Wnr Oontmot. t>rice Adjuslmen&. Boanl Onds tha\. tl\6 
• amounUI roooivad under tho oont.racte with tJ1e DepArtment l!lnd tho 
aubeantrllOtl rlu\y mflcct exeettive profit6, tlle Bonrd i.& rc<&uircd to 
give to Lbe cootrt.etor or tubeontraet.or reuonable notice of tho time 
•od placa for a conlercnec. Thi..t notice is required.to be stnt. to llu~ 
contractor by rq;iat.e:r«l mail and conat.itUt('t t.be commencement. or 
the l't'n~Uation proceedinp. 

15. Tbe War Contrt.clJ Prico Adjustmenl. Boartl i.a rtquirtd to fur­
ni:sb upon MC_t.UNt. or the eonlrt.e-tor or tubcontrutor • atat.tmtnt. of 
ilo delerminaloon1 of tho facto uotd as a basis lho ... for, and of lht 
rH.eODI for tucll Gtt.t:nnination. 

U). The cont.rtetor or aubcontraetor is gi:vt.n the ~t ~o bavo bit 
u.-1•·• p1061o deurmin.ct by The Tu Coon of tllo Un11<!d Slalea 
in a de novo P:~inc'"'-i~ cue be is unable to I"N(::b an ac;retmtn\. 
with lho War Contr.eta 1'rieo Adjustment Bootd. • 

17. lf the CCJntnctor or aubeont.raetor is aggrie,·f!d b7 • ~tt~nnu~•· 
lion of tbo Secrela.ry ntade prior to the enactment o thaa act. wul1 
reapeet. to a fi.tCA) yMr ending bt:fore July 1, 194.3, vohcothtf or not. such 
determination iJ embodied In an agreemf'nt, bell alto ('nllllt.'d \.0 bt.n 
a. detenninatlon in a do no''o J)roceeding before Tho Tu Court. of t.bo 
UDit.od SIAIIea. ' 
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18. Pro«>>dinp mua~ be commoneed by lbo Boenl within 1 ,.,.. • 
olw the <1oM of tho IW.al 1- ill whi<lb tho oxetooive profiiA ,... ,.. 
raotived or a.ctrued, or wit.hin 1 JNZ alta financi&l 1\at.e•ne.o\1 are 
filtd b1 t!1e cont.ract.or or aubconlr'ICtor, whicbcrt_. a. tb•later; otht"''-ww, liobUiti,. lor tlto ox...,.;vo profiiA lor oueh IW.al ytar will be 
dileho~od. 

10. ln order to expedite tho diapolition of lobe-, oli.tr a proeeod. 
ing hu born oommonood, lbe bill provideolha~ tho Uabllitieo lor oxoeo­
sivo profiiA with ""'POOl to wbieh oueh p~ingwu oomantnooo, will 
bo di .. hol\!ed il • dotcrmioation by ogreemcn~ or order ill no~ made 
within I year following tbe oommenoemonl of tho roD<'(COtiation pro­
cct<iingo. Thia limitation doeo not apply to a roviow l>y tlto' llOard 
or an order by tho Secretary. The 1-yoar period ol limitatlon may • 
ot.o 1>o oxtcndod by agreement betweon tho porti01. 

20. Your committee continued the provisions of md1ting Jaw as to 
war oontrocl brokers, who ... oubjecl to renocouation litho aggrtcato 
of tht &II'OIIDIA rOOOIVOO by oueh broker for tho 61C&l rrer oxctfdo 
$26,000. Tbil provision wu further at.reogtbenod by diaallowing u 
oooiA to tho prime oontn.ctor any oornmillion, poroeotlil•• broktftj!o, 
or cootinltnt. ree paid or payable to any penon ror, or 10 oonnecuoa 
with, tho aoliciting or oec:uring byaueh -· of a "oontn.ct with a 
dtpartmont, unl- oueh penon io a bona fide •lablilbod oomm•rcial 
or ~ing lt(ODOJ maintained by tbo OODinCIA)r for tho .,.,_ Of 
ee.cunn_g bu.~mea 

21. Tho bill ~roYides lor clooiag ~enla. Sueh -onla, 
a«<rding lO thmr tmns, in lhe ab&mce of fraud or willluf miuep,.. 
aenw.tic:m, C'annot. be reopened, eo lar aa \be detumination of exc:Mve 
prOfiLt is conctnuxl. 

22. Tho renegotiation provWons of the biJl aro t.e.rm.inat6d with 
roopcct to cont.roet.l or ouboootrocbl made t.(~ tho da~ proolt.lmed 
by tl:1o Pmidcnt. a.a tllG termina~ion of hoetilitiot, or aucla oarller date 
as rn1~y _ bo a~,eeificd in a concurrent. reeolution of OongrcN. • 

23. The b•ll 11pplit .. to fiaclll yClAl'8 ending al~ June 30, 1043. 
Exceptions ·~ mado with reapeot to the ~emption lor agrieult.ut&J 
coouooditico which is cfTectlvc ao or April 28, lilt21 and t11c risb~ to· 
petition Tho TAX Court or the United Statcl whien appliCI to fiacal 
yenn ending bdorc July 1, 1943, u wcU u filca1 yean ending on or 
aft.t.r that. date. 

24. All 6Ul0U11LI or excet~~ive pro6te, wj)ethtt ftCOVueci by re.pa.t· 
mt:nt, ~ilblaolding, or credit, shall be O()ltoCJ'cd into the TrMaury u 
mi!l((lll&ntoUI R.'Ceipta. 

26. Tho War Slupping Admioil<ration wu not opoci6call1 named 
in the RentgOtialion Act. u o~ adopted. Howevtr, the Wt.t 
Shipping. ~dminiltration derives aubetaotially aU of i\1 powtrw. f~ 
the ~luuamo CommiMioo, and ha.a been ooe of \he ftlltCOt.la_ung 
ag-tncift .vurauant. to Executive order. The ame.odmt.ntl eont.u;tue 
We W u Shapping Administration u one of lhe reneeoUaLinc agtnaea, 
lin~ uudt'r the amtndmenll all or lhe .renegot.i.a~ e«endee (includ­
Ing the War Shipping Admioiltretion) are oDecillcall7 qamoc! .. 

2G. lt. is tlH'! opinion or your oommit.t.ee that. under the ex&IUOg .. 
ocgoti&tion law, or aueh law 11 amepdod by l.bil bUl, lb•"' I• no a'f 
<hority to rrno~'Otia<o tbe pro61A aeoruing to a oompany bJ ~uon o 
t.hc inonunC>nt. m vaJuo of it• long inveot.orica (i. e., invent.onee over 
ond ol>ovo ill normol rcquiromonte to ful6ll erilliag oontn.eiA). 

DETAILED DISCUSSION OF THE TECHNICAL 
PROVISIONS OF THE BILL 

TITLFl I-INDIVIDUAL ANO CORPORATION INCOME 
TAXES AND IVITHHOLDINO OF TAX AT SOUUOE ON 
WAO.:S 

PART I- INDIVIDUAL AND CORPORATION INCOME TAXES 

SECTION 101. TAXABLil YllAR3 TO WuJcn A.ll.miDJa.X'!'I) A_rrt.ICAI L• 

This AtOlion provide~ tha\1 except. where olbmrile expf'CIIIJ indi­
ca~ the amcndm•nt.t made b,ftitle I oball be opplieable onl7 with 
roapcot to taxable Y<IJ'I btclnn•ng ol!er Doctmbor 31, 1~3. 

SccrroY 102. NOJUtAL T.u os bor¥1DVAU 

Section 11 of tho lntms&l Revenue Code itnpoees upon indiY'idualt 
a normal tax or 8 petct:nt of the net. ineome in exoeu of the credita 
pro,·ided i.o tfet.ion 2~ or the eode for inlereSt on cenaio. Oovemmen\ 
obligatio~ et.med income, ~r10nal extm{l'tioo, and dtptondt.nt.e. 
Section IU".t: of tbe bill amends .-oction Jl to mc:reue tlJe oormal w 
rat6 to 10 pci'OC':nt and to impote aucb tax upon the net. income in 
excau or tl10 cradit• provided an section Z5 (a) for int.MOI!t. on oerl&in 
Oovcnun~nl obli.saUonJ and tbe cr«lit provided in eec.tion 25 (b) u 
amended by eec-uon 100 or tl1o bill. rolabng lo tlle pt':r&OnAl (\l(f'Jnpllon 
and credit. for dc~1dcnt.t. Sootion l l is also &nleodod by du) addl· 
tion of AUbtoction (b) to impOBoO A minirnum lax Of 3 pc.rccnt Of tho 
net. ineorno in OXOC!II8 of the orcdHs for in teres~ on_ certain OovC'namcnt 
obligalione ~&nd A ~NOna.l exemption and credit. tor d~J~ndcut.e J)I'O;' 
vidcd in ooction 26 (c) of tho code, ,.. added by •oct•on 100 ol lito 
bill. Tho minimum tu imposOO by tho new subsection (b) of lac>­
t.ion 11 is e.R'oot.lvo in a.ny eue in "'hicb auch ta.~ is rreater t han tho 
combined normal tax and surtax imposed by acolioot II (a) and 12. 
Undor t.be amtndmenla lhe tO perttnt normal tax and Lbe 3 perctn' 
minimum tax wW not. be: applicable to interttt. on Oovemmeo:ot. obU­
fAliODI wbid- undtr exittlrw law is aubjeeL only to surt.a.x. The mlo­
unum tax •ill tak.e eo:fl'tteL aL va.ryiog levels of lneome dtptodlng upoo 
t.h& sta\\11 of \he indivKiutl, the number of dependen.t.e, and wbether 
join\ or ttpviUI retuma .an &led. ~ ~rel'~ 1.0 lho J:lttm~ 
live tax impeood by 1N:I10n 400 lor m!fiYidua\1 bonng greoo .•ncome 
from eertaio aourooo of $3,000 or I.,.., 11 rod-~ oublocuoo (c). 

SICTION 103. SURTAX ON L"CDIVIDUA.IA 

Tbiloeclion amend• oect.ion 12 (b) ol tho oode rtlating tc tbo rstN 
of surtax on individuAl•. Under the amendments the rt.lft on surt.u 
ne< incomo betwotn $6,000 and $12,000 arc aligbUy loworod and on 
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~ amoun~ of ourw ne~ income onr.l38,000 lbo rata ara olichtl7 • 
mcnu<d. 

s ..... oN 104. ALTUIU.TtTJI T.u: '* lonnTrDV.U.O w ..... Oao. Ix­
COM& FIIOM C•~tt.ux Son<'a or 13,000 oa L ... 

Subo .. tion (a) of tbio ... tion omendo -lion 400 (lupplement. 
T ) of ~· code t,o oonlorm tho table of !""M on opociftod Mlounlo of 
grooo oncomo With tho channo IIIA1lo on ...,Uoo II relating to lho 
normal tax and ~M~Ciion 26 relating 10 tho ~~~ octJnot net income 
lor normal lax purpoooo. Under t.bo propoood amondmou~, tho nor­
mal tAxJ tho 11urt.u1 and tho minimum tax a.ro oombinod Into ono 
table wbiob !Mlto forth the opecific OJDounl of t.bo tax at varying IJ'Ioomo 
lovolo deJl<'.nding upon tho otatuo of tho individual .. oinglo, m..,.iod 
or hood of a luiilly, and t.bo oumbor of bio d opondooto. ' 

Subo«:lion (b) of oootion 104 ameodo -lion 404 of tbo code 
rtlating to taxpoyeno wbo aro inoligiblo to dol.<lmino t.beit tax uod.; .,.. 
oupplem•nt T, to deny 10 citiuns of t.bo Unilod StaiOI entitJod 10 tbo 
bencli~ of ... Lion 251 of lbo code tbo rigblto make a rowm und .... 
ouppl•mont T . Suob citiuns ""subjoet to tax only on grooo income 
from oou""" within tho Unilod Stat.eo, and are not tntltJod to tho 
same enmptlo01 and ~i~ ollowod 10 eitiuno gtnuallJo. lou-
much u the tax itnpoood under soc:Uon 400 l&koo onto -•t the 
penonol utmptlon, cmlilo and doduetioDI on!inorilJo allowable lor 
onoomo tu pu.,....., the uoe ol•opplemeot T by peno01 tolitlod to 
tho boneR~ of oectioo 251 would oportte further 10 rtdueo tho tax .. 
paid by ouob individuolo and ooofor additional btne6to 10 whiob they 
would not otborwiso bt eotit.lod. 

S ECTION 105. RvE.U. or VoCTORT TAX 

· Thio 1001ion providoo lor t.be rePeal of the Victory lu and oonlaino 
oovorol wobniool omMdmenlo noe ... italtd by ouch repeal. • 

Subaoetion (a) re~ aubchapler D of elaapler t , relntlng 10 tho 
Viotory tax on individuals. T be repeal of port 1 ol oubcbapw D lo, 
bv '""'lion 101 ol ·lbo bill, mode eft"eotivolor taxable yoaro bogioning 
al!<'r Doo.mbcr 81, 1943. By subooetioo (d) of thio oectlon t.horcpeal 
of porL II of aubchoptor o, mating to oolloetion of tu at IOUI'OO 00 

wa¥:t'l, lJ made effective owy with rapect to w"fN p&id on or a.(tu 
January I, 1\144. Tbuo tho'proTioiono of part. I of aubchopter D 
oontinue in eft"«< with ,...pee~ 10 wogco paid during t0431or pay-roD 
ptriodt btj<inning on or btloro Juno 80, 1043. 

Subo«:tooo (b) of thio ooetion oddo 10 tho code a ... ooetion, dooig· 
nat«! u HC:tion 16, which • in aubltaoee limilar &0 Metion 461 or tht 
P""'nt Ia• . S..tion 456 proYicleo in o« .. • thd tho Voetory tax sh.U 
on no eaoo .. ..., the total tu under obapter 1 (eseludillJ ioortM<o 
uodrr Hetion 0 of th• Cwm>t Tax Paymtnt Aot of 1043 and com· 
puttd without "~ford to crtdit.s opinst tha tu) to oxeeod 90 percent 
of tho net incom• ol on individual. Subo«:tlon (a) repeolo thio 100tion 
t.ocNbe.r wilh all the other aectioos contained tn tubehapttr D or 
chaJ>lor 1. In 'iew olthe ,..,~ tba~ oeetion 102 of the biD provid<S 
(or tho int~ration or the Vjctory tax wit.b the normtl t61, it wu 
d,rt mod ad\'l .. hlo to retain the underlying 11rineiple ootlorth in,..,. 
hon 466. Thl.'reroN!, thi.a new ~&etion j>rovtdce that in cuo the' tu 

·-

0 
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im~ ~Y J.'l:Pter, I, coml"!lod without rtpn1 to tho limitation 

f::t~~ pro!tted m':~nSC:,~~:\~~i; f':, ~"::h.:or fott:C 
aouree proYided in HCtioo 82, and to the cttditl for liJU .. ~:~held or W'fl~. pwro·~~"", In oeetion 3G, ......... 00 pemnl oltho not inoomo 
o an an 1Y' u... or &n.Y W~le year, the. w, btfore the allowance of 

n:~~~~·.~~~~it!atie~c=.:~~ean'f~r':~~f tuoh e~o•. Tblt 
Subooclooo. fo) oloocuon 105 of tho billoontaina l3 toohnioal amend· 

menta '.'~~lt.At.ed by tlto ~J)(!ftl or lbo Victory tu, ThMO Afnflnd· 
~e.nt. chmmAW rcferoncea •n ot·he.r &e<:tioos of Lha oodo to tho 1,~ vasaona of tho oodo rotating lo tbo VictorY t.a.t. l n appropriALe in· 
·~~ thor roP,l~ t.l.1o rclertneo elimioat.OO wit.b a rderenco to tho 
C•vull> prov1dod an section 35 of Lhe eodo with retpec:t to tho tAx wilh· 
held on wogoo und•r .c:bapltr 9. The oec>iono of tho oodo oftoctod b 
th..., omMdmentt .,.., 3, 34, ;a (1), ss <•> (2) (Ill, sa (b) (I) ana 
~ ~~· c~t.l (a), 131 0), 14& (e), 291 (b), m (a) (6), 322 (a) (1), 

SzcnoM 108. Paao!tAL Exctrnos Aso Car..oJT roR DDEHDDTI 

Thd aeetion amNKb eeve-ral proTi!:ions of the code rtl:atlnc &O \be 
amount..~ .compu~tion of Oao penooal utmption. &Uowtd in the 
cuo of ond>Yoduolt !tncJuding 01lal<s and lnlltl) and .... prorid,. 
lor Pf!OOnol uomptoo~ and Crodi~ lor dependen.& lor the pu.._ of 
the mtnttnwn tax provkltd under the amendmtnc. to eect.ion 11 nlado 
byHCtion 102 of tho bill. 

Under exitting law a tingle periOD or a married peraon no~ li•ina 
wit.b husband or wifo it alfowed A personal exemplaon of UOO· and 
tho hoad of a fa.mily or a married per'5Cin livink wit.h hUAband o; wifo 
is aUowed t. pertOnlll a1eemptioo of $1,200. 11 married pert1011.1llving 
together mako 11cpo.nt.t.o returns the personal exemJ>tion of $1,200 may 
00 ta.kcn by either lmt b1u1d or wiJo or dh,ided bct.woon thent ln 1\ll:f' 

proportion. In addltlon t.o tho pcnonal rucempt ioo, toot.ion 25 (b\ (2) 
of tho codo pro"ldee a urc:dit of $350 ror caeb per&On (oth(',r 1han HIJ.o 
band or wiJo) dependent. upon t.md roo.civing_ 'his ehiel •upporc. from 
tho taxpayer H auch dependent. pf'r80n is under 18 yeart or lf(O or Is 
inoapablo of oeJI .. upport booousc ment.ally or ph)'lioally Mloctivo. 
lf the taxpayer'• otatuo with l'81peclli:> poroonol oxomption and orodlt 
lor depeodenlo obaogoo during tho t.uabloye&r, 1100t10n 26 (b) (3) of 
t.bo code provid,. t.bat ouob oxomplion and orodi• shall bt opportoonod 
in occordaneo with tho numbe<ol monlho beforo and olter tuch ehongo. 
Subo«tlon (a) ol ... tioo 106 ameodo oection 26 (b) (I) of tho code to 
proriclo lor tho Pll'J"1""1 of the regulae normal ood aunu u diotin· 
guisbod from the monimum wr, PtiOooalexemptioDI u lollowo: (I) a 
iinglo penon (not tho bead of a familY),~; (2) tho hood of a family 
(llOL a moniod pmon liv~ with Lusbond or wile), 11,200; (f) a 
morriod penon not living woth husboDd or ,..if• (oot the head of a 
family), S500; (4) a m~rrood peroon living with husband or wilo: II 1 
joint return il flied or if one spouae has no gro15 1ncome. 11,200; and 
if each lw groat income and no joint return io filod, UOO. Tho 
clttoet of Lbo amendmentiJ therefore~ is to make no ehang«~ r~m 
existing law witb raepoc:t. to tbe amount of t.!•e personal, exempuon 
in tbo cAM of • oboalo peroon, a bead of • lnm>iy, or morriod PIJ'IODI 
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llliDJ • loinl reWrD. WlMn, """'•-· ......W - a.pon tiooir; 
incoa. .. on lfpor&t.e ret.uma, lho UD....tm.l\1 olimiD.u. lho eleelloo 
u:iating \lOder P-1 law t.o diYide lho manied penoeo' ._plloo 
b.ltr""'! lho apo.- u lhoy ~ UDder lho ...,....._'" NOh 
1po1110 11 allowed only lho omow>l ol pencmal uomlldoo t.o which 
a liDt;lo penon would b. oolilled. No~ II made iD lho Cl'OC!it 
for dcpeodoalo for lho purpooo of lho oormal tu under IO<:Iioo II (o) 
and the surtu. 

Seetion 106 (b) of lho bill omoodl -uoo 26 (b) of lho oodo by 
otrlkinll out PIJ'8IP'lpb (8), providing for t.ho t.pponioomeot or pereonal 
exompuon t.nd erodtl for depoodenlo. In tlou lhereof *t.ion 106 (c) 
addo new oub.eellon (d) to eectioo 26 t.o provide tho\ for lbc pur• 
~ of the pereonal oxompt.ion ood crodi1 for depoodonto t.bo oc.t.uo 
of the t.upoyer 'oball b. dowminod u of July I of the t.uoble yeor. 
lf the t.uoble J'""' dooo not. include July I, the lllluo altall bo dOW. 
mined u of tho lut. doy ol ouch t.uoble yeu. U • cbo.oge ln tho 
1totu1 ol t.hc t.upt.yor OCCUJ'I on lhe dt.t.e fu:ed u t.he IUtuo dtl<!r­
minotion date lor the t.ut.ble year, t.he t.upay.,. would b. entitled t.o 
daim thr atatua which is moat advant.&gf.out for t.he PUrPOM of Lbe 
penonal exemption. FO< ioatAwct, ponon1 many;n, on July I would 
b. entitled t.o the utmption allowed mt.rrled peroono ii iUeb dt.t.e is 
thftr st.atu:t delennine tioo dete_ Mort10ver, if prior lo ma.niage o.o 
1ncb dote one ol ouch ~na occ:upied tbe otatus of the hot.d of a 
family be would be mtttled to clo.im the exemption allowed t.he bet.d 
of • lamil7 in hi:t lept..raLe return fo:r t.be taxable yev. If, however, 
the apo-moko • jolnl relurn under the provltiono ol,..tton 61 \ b), 
u omtnded by Hetoon 107 ol th• bill, the7 would be entitled to the 
tre.rnption ..Oowed mt.nied penom making a joint. return. With 
rt~Jl('<t to t he crtdll lor depeodenta it tho ogo ot tho ptltOn tor whom 
cl'fftit. ,, cla..lmed ia a t&et.or, it. is contemplated that. the Allowa.nce or 
tho <rNiit. be d<t.ennincd by rolcreneo to the birthday ol the depend· 
ont Thua if the etatus determination date of the taxpaJer is July 1 
oltho ta .. blc yoar, tho crodil would be ollowed lor • ol1ild born upon 
such dow. 11, however, t.be cigbwenlh birthday ol a dependent child 
occur~ on July I of th& tuable yea!i: the c:rodit. for dependent.e in 
r08poc:tor aueh el!ild io not. ollowod. :>imilar r,nncipl"" are appli.,.blo 
wht re the ttfLtUI dctctmination dale is tbe Ut. cf&y or the taxable 
year. The llttuo del<!rmination date ol July I oonlonno with t.be 
rule AllPiied lor the pU1p01101 oltbe allematove t.&x on tho lbort form 
or rrtum, and "'ill eliminate the oomplexitiM a.nd difficuhir.a oeca.-­
atonf'd b;- the pl'tl(!'nt. proviaioll8 of thtJ Jaw requiri:nc 1pport.ionm~ot... 
Jn tOnnN:tton wilb t.ht amendment.& made lo eec.tion 2t-, fixing Jul7l 
u tho otatu1 del<!rmination dt.te tor the 1>UI'J"?"N ol the pereonal 
t'Xtmption, consideration was ~ven to the provtsiona or eecdon 68 (a ) 
of tht rod~. and it it the opiruon of your eommittee that no change 
i1 "'l•irtd in tbo rule prorned by existonc law. In oomputing tile 
amount of tht e~tim.attd tu:, hewe,.er, t.h&tupayUa pertOOel exr:mp. 
tion abould be buOO upon bis ooticipat.ed at.olua u of July I, or tho 
lui day or hi1 lua~le yeor it it. doee not include JuiJ I. 
~bo«tion (c) •lAo adds to IOCiion 25 o[ the oodo a new aub.ecl!on 

d .. J(!naled (c) to provide a credit in the torm of • p.,...nal .. emption 
&nd ,a tredit for depcrtdenUI (or tbe pu~ or thtJ minimum tax upde.r 
100110n It (bl. 1'~o u<mptions provoded are u followo: (l) Saoglo 
pmoon (110\llc bead or . t•mily), 1600; (2) het.d ol • ft.m'\7 (nol. 

• • 
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morri.«! ~ liri.oa with butbood « wif•), 1700; (3) morriod -
not liYUijl; wolh h~ or. wife (ool tho bOld ol a 1111110,), 1500; 
~!.t m'4"" penoo lmll( woth h~d or wife: il a joint return io 
. Or l ono ~~ute h11 no groet meome S700; or if eath hu IT"* 
!MOme.and !10 JOtnt return ia 61ed, $SOC). l c:red11. ror eM.h depcneten' 
• pro'f'l~ed m tho amount ,of $100, ex~luding in the <'UO or the head 
ol •lamolv one dependant a! t.hc t.u~yer ia t.hc held or a r11111u1 on!¥ 
b6eaute ol dependent.~ lor whom he it otherwise l!ntiliNl to rrOOit. 

Su,baoollon (d) ol oootion 106 repeols 1100tion 47 (o) ol tho ..;lo 
rclallng to reduction .of pefiOnal exemption and credit tor dcpendont.i 
m tl1o C!"e of a ahor~ t~~b!a year. The etroot. or this a.mcndml'nt it 
to provado for an undliDmtslJed personal cxa.tnption and cf'fdit. for 
depeodcnte in tho C&ee or t.he rcttum of I deoedt~nt. ror a short. t&KabJo 
year, auch oxempt.ion and credit. depending uw n th& •tatut of th& 
doeedcnl u ol July I ol •ueb t.uablo yrM or i! hio wablc year d001' 
no,t include July 1, his lt.ltut AI of the daU! or death. In addition 
~b(umendmont. would allow tho Cl'OC!ill pro•·ided in -lion 188 (II) (I) 
an the CU6 of an Mt.ate or trust to ffil\IJ.n undimin.iahed by IMIOD ol 
a short. taxoblo 701r. 
Su~<~ (e) of-lion 106 t.meods otetion 183 (a) (I) ol <he ocde 

to pro'ride m the CAM of an Nta&e tbe same penon&! exemptiort allowed 
to lingle P<fiODI undor ... tion ~(b) (I) t.od (e) (l) aummded in thio 
bill t.nd to i01u~ tbot.in th• .... or • trun tbemedito! $100 provklod 
in 10<tion 183 (a) (I) lball be in lieu of <he pe....W tt<mpuooo pro. 
Yidod under ... tion 26 !bl (I) and (c) ( I) of the code. 

Sub.ec&ion (f) of HettOn 106 is a technical ~rntndment to ronronn 
the proviliona of teet ion 214 ffi.ating t.o credit. again&t net income in 
tl~e c~ or nonmiden\. alic.n individuals and teetion 251 (f), "'latin& 
to eradita againn ne.L income in the caso of citizens or the United 
States receiving inc:ome rrorn eourees within the ~ion~ of the 
United SLatM, witb tho cbangct mado in soetion 26 in the cuo of 

• ch.izc.ns. · .. 

Sr.cr•o~· 107. Rnu-KNS or INcoMe 

Under exitting law tho requirement. for filing reLums in Ll:1D tAIO of 
individuals ie bUod upon specified emounta of gro88lnoome equival~nL 
to tho p&'IODAI extrnpfion &llowod lbe individull occupying tlu~ at.n.tu.a 
indicated. Tbut too-t.ion 51 (a) of tbe code ragui.rca a return from an 
individual •'ho it tingle or married and not. living with husband or 
wire if hi.s grot~ ineome it $.500 or over and rrom a mArrit!d individutl 
living with husband or wile if bit poaa income it $1.200 or over, or 
if lhe aggrfgllO ~income or b1.11be.nd and .-ile is $1,200 Or ovtr, 
For the purpou ol tho ret.uro requirement., tho otatut.e ignoM <he 
status of "bold ol.• rt.mil,r." Seetioo 466 of thoocd~ .. to ~ut _oddi­
tional return f'toClUll"tment.a for the \i1etory tax. This toehon as ,... 
.,..Jed by ""'tion 105 oltbe bill. 

Seetion 107 t.mondl aoctioo 51 (a) ol <he ocde to ecnlonn tho 
return requirtmMLI with the new exemptions provid.td fOC: th~ pu~ 
pc»N of lhe minimum tu and lO 6.x lhe date for the detmnlnauon of 
atatus for the pufJ)()IHI of tuc.b section u of July I or the tuab~e 1.ear, 
or the lut day of the tuable year, if lhe t.uabfe ~ear doet not. ancludc 
July 1 Under tho amendment.& a return is required of every individ· 
ual ha;,ing for tho taxable year a gr068 ineomo or S500 or moro unltwt 
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IOidl indi'lidual (I) io mMNd and U...U.C wilb buobud .. 'll'ilo 00 • 
lhe alalua dMMI1ln&lioa dale, (2) io pemaiJ&ed 10 DIMe a join~ 
rtiW'D wilb hil - under lhe pro'rioiooo '01 oecllc)o 61 (b) u 
amtndod by lbio oecl.ioo, ud (3) &he aarep1a - iocome of 
ouch buoband and wile ia 1 .. &han 1700. 

Under l.bo provioiono of &he -~ oeclion 61 (b) of l.be oode a 
huoband and wile livU.. &ocat.bor on lho lui dt.Y of the J.aublo 
year m13 indudolhtir inoome in a OU..Io ret.um mad"o by th0111 jOiniJ.y 
and oompuiO lho tu on l.bo .....,. ... iooome. In view of lhe 
propooed ohangea fixing lho ot.atuo dotormioalion date u of Julr 1 
lor tho purpP""" of lho pononal exomptio(\ &ad lho rotunl roqulr&­
menta~ aoct.ion 61 (b) would aut.horUo joint retum1 W tho cuo of 
indlvidualo married and livU.. t.ogetber on July I ollbo tuablo yoar 
or II tho laxabi~J'oar dooo not inClude July I, on &he lui day of lh~ 
tuablo yo•ar. Undtr exiotinl! law, joint relurruo are 1101 aulhori&ed if 
huaband and wile bavo ditrerenl laublo y...,. or illlley are DOt living 
tos•lhor on lholul d11 of t.bolaxablo y-. Htnoo, if one apouoo di01 
pnor 10 t.belul dily of t.be ':;'.:Joar• Lheaur'liviog opouoo may ool 
mclude tba income of the d apoute in a joint return for auch 
wrabloyoar. It io not intended lhallbo chaoaio in l.be tlaluo dolu­
minuion date ahould oft'oet any chance in lbe nilea applieableto .._ 
invol•inlf ditrtrent t.aublo yNn wli•Lher or DOl --.ioned by Lhe 
dtalb of a opouae prior 10 lho laot day oll.bo tuable year. Aooord­
in&lr• 10 remove any douM u 10 the rulo applioable in auch ....., 
aoeuon 61 (b) io amtnded 10 provide that no join~ "'tum may bo 
modo if huabarul and wile ban dilftrent luablo yoaro. Sinoo lhe 
... tum ola dectdtnl who di .. prior 10 tbola" a.,. ollhe luabloyoar 
ia • return for a.ohorl period and l.bua ditruo from tbo tuablo year or 
the aurviviog apouae, tho la&tt.er ma1 noL include tho income of the 
dec•aoed opouoo in a joint rot.um oven &hough doal.b ooourrod oher 
Jul.1 I of lhe taxable you. · 

Subo<l<!lioo (o) of aeetioo 107 of tba bill amond• aoolion 142 of tho • 
ooda relat.lng to tl1o rcquiromen~ of fiduciary relumo. Pan~gropb (I) 
ot •ub~Welion (c.) amc.nda aoction 142 .(a). rolatin,r to t.he l'f(tUircme.nt. 
o( ~tt1rn8 by 6duciariee acUng on bMall of indwidu&lt, to roquiro a 
return in t.lH~ ouo of every individual having a ~ income for the 
laxablo yeor ol1600 or mon> without regard lo·marilal olatuo. 

Parograph (2) of oubooetion (e) is & tilchoiCAI amendment ~~~~ig­
DIIin~ parogropho (3), (4), and (5) of eootion 142 (a) u puagrophl 
(2), (3), and (4). 

SICTION 108. Rr.:PE.AL or &a~-zo lMcoM & Ca&JnT 

Subi.c:1ion (a) of oec:tion 108 of tho bill "'poalo .... raJ proviaiono 
oltht tode 10 eliminate lhe oamod inoomo ..-.!dir.. Thooe are ... lion 
2~ (a) (3) and (4), relotin_g 10 oamod income erodil lor nonnal tu 
Plltp01ft11 aoe1ion 185, ,.Ja~mg to oompu1a1ion of earned inoome in tbo 
.... ol1n• m•mbero of a pu~ntrobip, aod ... lion 47 (d), relating 10 
aomputation of earned income in the ease or a ret.um lor a pc':rioa of 
ll"'llhn twelve months. "Mte elimination of tho earned i.noome erod.it. 
io eflec1ivo lor wable ytars ~~<ginning aiiP.r December 81, 1043. 

Sub)t<l to <erllin oondiliona set forth therein, oeetion 110 (a) of 
ex'istinsc 1aw IH'O\·idee an exemption from tax for ea.mod incoma derived 
from IOurtct witltoul the Umttd Slalel in tbo cue of citistnl ol l.bo 

0 
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Uoii.Od ~1<8 who are bona fide FMidmla ola IO<Oiga ..,.ml d • 
lhe tnb"' tual>U year. &. .. p, ao olht.-.riae prorided {/ aoe":J::: 
118 (a), eamed i.neome il determined br l'ffert-o.ee to lhe ddinition 
of earned i.nef?me tOD\&lned in k'C-lion 2.5 (a~. As a Mntequtnce of the 
r~peal ol~t<hon ~6 (a) (3) and (4), ouboeetteo (b) of-lion 106 oll.be 
bill amenda ~«loo.n 116 (a) (I) and (2) ollhe eodo 10 eliminate lhe 
r~ferences to, IIN:t.1on 25 (a). The definition of earned income p-. 
VIOI!Oiy oonlamed In ... lion 26 <•J <•> io i ... rled .. parapaplo (3) or 
seet.1on ll6 (a.) witllru1 Ame.ndment. autborb;ing the Comm1Nione.r wilb 
tho 'PJ)roval of tho &'Crel-ary to prl'8eribe by rcgulat'lon~J ap)Jroprll\t.o 

· r\11(.'111 for t ho dctC'!I'mhliHion . of earned incomo in tho e.uo of a iAXJ)ayer 
eng~ged in A lrn~lo ~r buJinee& in. wbicll both personal ..erviooe And 
OApatAI ArO mat.or1al lriOOme produemg (aetOI"!L, 

S&OTION 109. CBRTAJN Fu~c.u YzAa TAXPAYEMI 

S..tion 108 of lho eodo, 11 added by oeclion 140 or lhe R .. enuo 
A.et. or 19421 ront.ain• IJX't'W rule. for the computAtion of tho t.u 
under lfdiom II, 12, 13, 14, and 15, of the code~ !or a wabJe~yMr 
htginnil\g' in IHI and ••ding all..- June 30, IH2. Such IU io lho 
aum of the prorat41d portions ol two teotati'"o tUM. The firn t.eft... 
tativo t.u it aomputed under the law appli<':*ble to a t.uabJe 1Mr 
~nning in 1&41 (witbout.l'1"ggld to tee. 108) and at the ratft p,... 
acnbed for 1ucb a l&Xable year. Tbfl tteOod tentatiYe w it com· 
put«< undtr the law applicable to a taxable yeu beplning in 1941, 
with certain modilicaholll relating to certain deduetlont and crtdit.t 
in lhe c:Me of corpora,iont bur. a& the ratet tpecified ror a t.As.ablo 
year ~inning in 1942. The aecond tentative ta.s ts to be tompul«< 
without. «!CArd to HC.tion 108 excepc. q certain proviliont of the coclo 
a.re mado apooifieally epplicable in t ueb computation by aueh 10ction. 

Under tbo la.w "fPiicablo to tauble years beginning in 194l (Olhcr 
than aeo. 108) utt« In computing tho fin~ tentative tu or a corpora.· 
tion tho oxe.t prolit.t tax am posed by subchapter E of chapter 2 lt • 
dotl~ction iu computing nat. income. Under U\o law applicable In 
computing the I(!(Ond t<'-ntativo taxJ tho income aubjoot. to tho cx0011 
profitt tax it a ercdiL in COMJ)Uting normal lax net. inoome. and turt.ax 
-~~~ . 

Tho eompuLAllon of dao CX«'N profits ta.:t, under aubehaptu E or 
chapter 2 of corporation• \~!'hOse ta.:able yoar bc!t;an in 1041 and 
ended ar~ Juna 30, 1~2t is prHCribed in a manner similar to tho 
computation und<r ~«tion 108 or tbe tode, by oection 710 (a) (8) 
or tbo ood•, u added by 1tclion 203 or tho J!.ovmue Aet of 1~2. 
As iD lt"Ction lOS, lbf tum or the prorattd porttOOI of t•·o t.tntatiYO 
uxes con11 itut8 the \&J. • • 

It wu inttndtd that. the k!ntatin lAX eomputauom tn tho taeo 
of oorporationo, botlo under aoelion 106 end tection 710 (a) (3) bo 
eompu1td upon a porollt l buio. Thus the ex.,_ profiu IU 10 bo 
deducted in computing net. income for tbe purposes or the fir1t. kn~­
tive we undtr ooetion 108 (a) (I) (A) abOuld bo lhe fint ltnlallvo 
..... profila I&X eomputed under aection 710 !al ~) (A). "':h• 
ineome aubject. to cxcees profita tax lo be: cre<ht.ed m compulmg 
nonval tu net. income and e:urw net. ln~me for the purpo10 or tho 
II!<Ond ttntalivo IU oompuled und•r ...,lion 108 (a) (I) (B) lhould 
bo tho inoomo tubjeel 10 .,.o ... profila. tax compuled lor 1ha purpooc 
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or tbe socond 14\n!Atlvo ex.- proGIAI t.u: del6rmined lmder ooction 
710 (a) (3) (B). 

dJ!."t~~:d~~~.::::~=tlo~;';O'{.s m'i:' u!.08..,:~~~J!~ 
or the lin~ 14\DIAIIi•o tu. ll thus apJH>O)'ed lha~ lho - prolite 
tu to b$ deducled in computing oonnrJ tu net income lor ouch 
computation miPl b$ tho to~ .._ pro6"' tu eompvled uode. 
oecuon 710 (a) {3) ,.thu than tho linl 14\niAIIivo ..... pro6te t.u: 
c:ompuled under oecuoo 710 (a) (3) (A). llforeovor, in the oompu...,. 
lion ol the sooond 14\DIAitive l.u: undi!J' ooction 108 (a) (I) (B), roleranOtl 
to tho inci'OIIO<ld ex0081 prcfita t.u: ral4\o and cenoin other Lacbnic:ol 
ch•ngco in ·the b~ lor com puling the IAI< wu in&dverl4\ntly omitted 

The rCinllations promulgated by the CommiNioner under toc.Lio~ 
108 give fiLII Ioree ond ef!ec~ to the method or compuiAIIion inl4lnded 
under oeetion 108 (a) ( I) and ...,lion 710 (a) (8). lnumucb u an 
amendmenl to oection 108 to relate to tuoblo yeoro b<t!inni"jj in 
1943 and ending in 1944 wu required in any event, your comm.tl4\o 
hu mede on exception to the dec:ilion to poot~no to oe.rt year 
darilying cbaolreo required .... rooul~ or the pronoiona added by tho 
Rovwue Act ol 19421 and hu thereloro amended -lion 108 (a) (I) 
and ooction 710 (a) 18) rotroact.ivel)' oo u to romove any t.ccbniCal 
ambiguity wrucb Dliflb\ bove inhered in SUch toetiOna U added by t.bo 
Rovanuo Act ol 1942, to olarilr. their provi•iona1 and to give oxpr ... 
atatutory approval to the rogu a tiona i.olued by tile CoiDDlioaiooer. 

S..:tion 109 ol t.bo bill ahoc) odds a DOW IU~tion to IOCtiOD 108 Ol 
tho code to provide lor tbo ccmputation or tbe t.u: im~ by ooctiona 
II, 12, 13, 14, and 16 in t.bocuool laDbleyMn ~>«<inning in 1~ and eodinc in 1844. It provideo lhol in tho cue Of a eorpontioo or 
on indimuol tho tu aholl b$ in on amount equal to the IWD of (a) 
lhol portion of !be 14\DIAit.ivo tu (eompuled u il tbo low applicable 
10 W<oble yoan ~><sinning on January 1, 1~3, wero applleoblo to 
ouch IAIXablo year) whiob t.be oumbi!J' ol daya in aucb tuable year 
prior to January I 1944, bea!'4 to t.be IOt.oi number of days in auob 
taJ<ablo year plua (\,) IJJat portion of a lellUitivo tu (computed u il 
tl1o law apphcable to ~auble yearo beginning on January 11 11144, 
were apphcablo lo ouch tuablo year) wrucb u •• numb$r or 411111 in 
•ucb taxable yeor alt<r December 31, 1943, ~>$oro to ilto to~ oumb$r 
or daya in aucb tuablo rear. • 

ln 80Clioo 1011 or the bill, u in aoc\ion 108 or tbe code, insuraneo 
c:ompon!t'o subjecl to the prorisiono lo Supplemon~ 0, mv01tmenl 
eompaOios 5Ubjoel to lho provilioDI or SupplomenL Q, and Weowo 
llomi>phere trade oorporauono, .. defined In IOCUOD 109 or tho code, 
•re opeciftcaUy exempted !rom ooction 108. In addition, lh'- ...,uon 
<lo"' noLappiy to ind1viduala who payiJu:ir tAJroo undcrSupplomentT. 

SECTJON llO. Dr.:NIAL or DEDUCTION J'OR Fco.:uL ExC18m TAxce 
NOT OcovCTIBLJ< UKoca SwrroH 23 (a) 

d Tbia. IOCI.ion om .. da aectioo 23 (e) (I) of lbo code whlcb rJiowa a 
th
edueuoo in oomputinJ ool income lor t.u:M paid or accrued dm1 

d.:U\"0:0~ you, A, now IUbporagrapb ia added to ooctioo 23 (c) (I 
. ~.a dedu<!-'OD under thli porogrr.pb of tho ~· f<>< Fed tmpon dutJea and F oderol excioe and a tAmp tu01. H 10 aiAIW, how­
ovu, tl>at oubooction (0) ol oeetion 23 ahoJl DOL pro•ao~ IUcb dutielood 

• 

• 0 
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l.u:01 !rom be"!g deducted und<r aubteetion (a) relotinR to deduction• 
for t.rtdoor b~eeeexptDIC!Iand1 in the case of a.n individual non trade 
O! oooby.lli.Dt~S txpen~N ~id or mcumd ror \be productLolt or coUeo: 
UOo of moome or for the m~mtnt. c::oo~enation or maint«wlee 
ol property held lor tbo produeuon ol ineomo. In l;;,.itin& tho ollow-
0001 ol deduetio~ lor u.- IAIX .. '1' sua-ion 23 (a) tha amendmwl 
molr01 no cboogo m the law ,...pecllng tbo tanblo year lor wbieb lob-
1.1.1 .. oro deduetiblo. 

SECTION 111. SP&CfAL 0E.DliC1'10NI FOR lll..IND 

Thil sec::.lion, whicb adda a new auhlk••etion 23' (y) to tb(l code, p~ 
vidClt that. in the eompulataon or 0(!i income • ·~ial dtdutlion of •600 !rom groao income eholl be ollowed oil blind indhiduoJ.. For 
the p~ or this deduodon, the tenn 11blind individual" means an 
indi'fiduol "hooe central Yioual acuity d ... DO\ ucood 20)200 in lbe 
better e1_e_ _wilb corftltl.ing ltftlel.., or •bole T"d.ual a.euity d ~t« 
than 20fl00 but is accompanied by • limitation in the fitlda or vision 
1ueh lhu the widest. dillll"'el« of tbe \•ilual field aub~ndl an angle no 
greater than 20°. This definition corresponds to that adopLOO l:iy the 
Social Security Board lor Lho purpooo or corryin~ oultiLio X ollllo 
SociAl Security Act, u IUnc.uded relot.iog to t~ra.ntt to Sl41tM for aid 
t.o tho blind. A po.rwn who ia bhncl at. any tUtlfi on til~ »t"lnt det.c.r­
minat.ioo date for the tuablo year will bo entitled to thit deduction 
for auch taxable year. 

SECnO!-'f' 11.2-. R.Eruaxs •T OaOANlunos.s Exa" 11"ao.M T•x•no~ 
Thit aection of th• bill om.OO. ...,lion Sol by addin1• ••.,aubteetion 

(() requirirt3 orgaoiutiona extmpt. rrom taxation undtr ttetion 101 to rue annual relumsor their income, receipts, and dilbuntmrnta, and lO 
koep tueh records i.nd reporL what.ever other infonnAtion ma.,y be~ 
quired by tllo Comnli81iontr, with t.he appro_ve.l or tho.&enotary. . 

• Tho amcnd:me.nt apoolfiCAJiy C'IXempt• eertaan or aucb 4l)CO!"P" Ol'ft&tU· 
~A tiona from the annual return ~Uiromeot or tl)~ ~~blt~ollon. Th~ 
include religious organizatiOil.l wbieb the CommiMIOner haa ~pooifl· . 
cally ruled ore. exempt! rom tA~Xotien under paragraph (6) or eectoon 101 
and organi.z.atioDJ similarly ruled to be exempt und~r aue:h Jl&,r&itrt.pb 
whiah are operated au~iled or eontroUtd by or u'\ connec-tlon wtth 
auth religious organ'uauona; ed~eadonal imtitutiona alto aempt~ by 
ruling of' th6 Commi-.siontr under tuth ~pb, whlch n:'amtatn a 

lirty o~ (acu.lt.y, c:.urrieulum,, and stu~~~ body 'n attend­~ at. the pla.t..e~ wbert their edueauonal AetaYiltet ue regula~y 
carried on· charitable orgftniut.ion.t, likewise ruled by Lhe COmmle.­
aioncr t..o b& oxempt. under pArftgnph (0), whit~? "re &UJ>):IOrted, wbollr 
or )ardally, by Federal or SlaW funds or. wlueh ,nr,u 1upp0rh!d pn· mA~Iy by contribution• of tha gc•~e.ral pubhe, u d•litnl~lthcd from ~ 
few contributon or. donort o.r from rclell"wd ?[ ''tOf=~ :f'::! Tb& inlertioo of thla tu~uon, 11 w u ~~~e exc . ~ 
O iutioM from the op«ation O( tbe ~b8ee_UOn, 10 far U It Fe ala 
to":o fillog of annual .-turno, d000 no~ un~ tbo pow..- !be ~m­
m.it~Wner nOw exen:ilet or othtf'WI58 baa w1th n'lll*~ to nqwrmg 

eb returns by duly p.-rib$d and opproved ~lauooo. 
au Thit ne•• 'subsection it made applicable to at} \,U:ab1a yea.ra boo 
ginning aft.er DGOember 31 , 1942. 
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Sac:nolf 113. BAc• P•T A..r....w••Lc,.., Paaoa Yc. .. 

At a ....Wl of an oiJO«<CC unfair labor pr&Ctiee of hit emplo~or Wld<"r 
the N a tiona! lAbor Rol&tiooo Acl, an oll.,.,.t YiolatiOD of -tiOil 8 or 7 
of lho Fair lAbor Slandordo Ac' of 1938, or 1 relro&cUn ,....olnUNto 
pJO•idod lor by tho Notional War lAbor Board, an indiYidual t.upoycr 
moy...,..•e during lho t.u&ble J'Oir bock pay wbieh Ia In part ottribu· 
lablelO one or more prior y01ro. In thiA event the '*'k pay may be 
oubjcd 10 a $rot tor ine<>mo t.ax than if il bad been received In lheyooro 
from which 1t arioee. Section 113 of tho bill addo a now ... lion 110 
10 the oode 10 limit the tax in thio event. Under the new ... uon, the 
tAx on ouch back pay io limited 10 lbo ~ogat<> of tho t.e.xco wnlch 
would be AltributobloiO that pay if the portions of the pay ottribulable 
to prior yearo wcro ioclodod m grou income lor lhooc yearw oecording 
10 lhe amountorioing from eaeh aueh year lor whieh parmonl i• mad a. 
The Oommlaoioner, wllb tho approval of tho Secretary of tho Treaaury, 
Ia 1<> p,_ribe rogulationa lor detennicing tho porliona of oueh P•,Y 
which may be Miribullble to yearo prior to tho t.uable ,YOU. Thia 
new -lion io made opplieablo to oil t.axable yearo bfeinn.ing alter 
Docombor 31, IIUO. 

SKC:no>< 114. PaacaTAn DltrLETioM roa P'J.Au Ournrn, 
VawiCOLIT•, POTA&H, Bon., F '£LD8PA8, MttA, LEPIDOun. 
AND SPODVMD& 

SubooeUoo <•) of this -lion ammdo tho heading and tho firol 
oentenco of -l«>n 114 (b) (4), ,.IAting to .,....,.,tago d•plelion lor 
oool, fluoropar, boll and nggor cloy, roek uph&ll, and metal minco, 
and oulphur oo u to include among tho minN or depooito en tilled 1o 
pereentage depletion Ooke grophit<>, vermiculite, beryl, leldopor, mica, 
lepidolite, opodumono, and polloh. In tho caao of ftoko graphit.c, 
vennieulitc, baryl, retdapar, mica, lepidolite, and apodumeoo minot/ 
tho ollowance lor dcplotion oball be 16 peroenl, Md in the caoo o 
potul> mineo or dopooito, t.bo allowance for depletion lhall be 23 por· 
cent, of the grooo incemo from tho proporly during U1o t&J<oble year, 
••eluding from ouch grou ioe<>me an amount equAl to any rento or 
JOyaltieo lllid or incurred by lho t.upayer in reopeel of tbo prop<~r~y. 
This allowance it aubj~t lo the further lim.itationa cout.t.tned 1n tJ•e 
omling provitiono oloootion 114 {b) ,(4). 

Subteetion (b) omendo ooetion 114 (b) (2) rololinJ to dioonvery value 
of etrt.ain mint"S1 10 u t.o debar the u.e ol the diiOOYU7 nlue u the 
baaio lor depleuon in tho cue of flalte graphite, vormlculito, beryl, 
leldopor, m~. J.pidolite, tpodum<'DO, and polllb miooa. 

Suboeclioo (c) r,rovidN thu tho amoodmento made bTIU~Jll 
(a) and (b), into or u they apply lO llalto graphite mm .. , lholl bt 
oppliuble 10 t.oxablo ., ..... ~after December 31, 1042. 

Suboe<tion (d) pro-rid .. th&• tho anODdmenll made b7 oubeoetiono 
(a) and (b) and tho om<'Ddmenll made to ooclion 114 o tho eede by 
-tion 145 oltbe RovenueAelol1942, providing poreootaro depletion 
lor ~uoropor, boU and aegger clay, and l'C<lk upbal' lholl no• bo 
oppbeable lo any toxablo you beginning on or after tho; dale of tho 
Wrrninadoa of bOILilitiM. • 

• 

• 0 
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' 
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8KCnOif 11&. Ae<~olArrooxo To Avotu ht<OMK 01 Exc­
PaonroT.uc 

Thil-uon oddo • now ... uon 129 to chapter I of the oodofroYidinc 
tha~ in the e&M or a.cqu&litiona onorafter0etobtr8 1040 o an inte~ 
flit in or control of corporations or propt.rt1. wbieh ibe cOmm••iontr 
find•~<> be prlnclpoll1 motivated by or av&iled of lor tho ovoid on .. of 
inoome or tXote~ profit. tax by aecuring t.be hfnefit of a deduetloo 
credit, or other allowance, then the t.u Oenefita aro to be di.u.llow;l 
or allowed only in part. in & msnnar c:o. nsincnt with thft prevention or 
tax avoidance. Tl'iit e«tion i.a dMigned to put an ~Jl(r prompl.ly to 
any marke~ for, or dt:t~.linge in, intfresta in corporation• or property . 
which have at thtir objective the reduction through artifice or tho 
inoomo or UONI profile lax liability. 

The crux of tho deviot'l which have ~me to the attention of your 
oommitt.M hu ~n 10me fonn of acquisibon on or alter tbe ttffr!CtiTt 
date of the &oond Re"eoue Aet of 194.0, but tbe deviOM Lake many 
forma. Tbut, O..e aoquitit.on may be 1.n aequisit.ion of the than!!~ 
of a corporation~,_ or it mar be an acquisition w"bicb foU011r1 by opera,. 
tion of law in tne OU6 of a corporation reault.ing from a ttattU.o'7 
m~ or eontOiidation. The pti'IOD., or Pf'r&IODI, mt.ki~ the aoquiu· 
tion likewile ,.~, 11 do the forms or melbocls af utihr.alion under 
whit'h tu aYoidante ia aough&.. Likewi.e, lhe tu: btnmu eouP.&. 
mar be one or more of eenral deduetions or t":l'f!dita, indudibg iM 
utilization of u..- profito credito, eany-<>•era and carry·ba<-b of 
loeeet or unu.ed exoe~~~ profits tn!dits, and antteipu~ e.~ or 
other deducliODI. ln t.he light. of these considerations. \he ~W~CUon 
bu noll confined it.atll to a cfeecription of any _panieuJar method!! for 
earrying out. auch t.u: avoidance tebemes but. bu included wi~in lt~ 
ecope thete devlcte in whatever fonn they may appear. For tunU"r 
reuona, t.he tcOJMI of \ho tum~ used i.n the sootion 11. to .be round in ~ho 
objective of Ou~ tcetion namely, to prevent tho tu habtlit.y rrom. btana 
raduccd throu,h tho (Ual.ortion ,.or pef\:er&ion efrooted Uu'Ough ~ 
avoida.nc4 dcvJoo&. Tho term "Federal mcomo or OXCOill proflta tax 
rolerw 1o anv ~'od<rol tu im{>Oiod by Congreoa upon llll uloomo bue. 
Tho te.nn ''doduo&ion credit. or allowan~" hu refenmoe t.o ~ny 
provia~011 wbieh baa th~ tffoot of diminiabiog the tax liability roeulung 
from the sro- omoun• olony item ollncomo or t.be oggrogote oltbe 
~ omouoll of 107 or all iloms thereof. , 

Sin .. tbe objoeli•e of tbo ooetion is t.c proven~ tho dilt<>l'UOO 
through tu avoida.noe of the deduction, erod.!t.,. and allo••anee ~ 
viaiono, the -uon doeo DOl obrogate or delimit, bu~ IUPP\<DI~IO 
and ulmdo. tho preoeot .,.....-...of tho code. aod tho pn!>CIP.iOI 
oot&blilhod by ludJcial decioioos, h&Yiog lbo elfoe• of provN1Un5 
tho ovoidaoce o weo. (Soo I. R. C., ..... ~&. 102, &:; I J&, ao 
337· Or.fO"' v. Bdw-iltf, 293 U.S. 46.S; ~ • · . "'~• 
308 U.S .. 8U·lli,wiM v. SmiiA, 308 U. ~· 473; G. S. ! · folvl dl 011-
R Co 31& (j 5. 44 · Mali .. Proputiu v . .Com..,..,,, 8t0 U.S. 
436. l•krolol,' it,.rit U... v. Gl>m..u.iooo.r, 113 Sup. Ct. 1270; 
J D dl A . B. Sprt<ktl• Co. v, G\momiuion<r, 41 B .. T. !-· 370~ 

1 · Subooelinn (a) providoo lor tho diaollo,..ce m '"'· en '1 o 
•Le tu benefit.eougbt. by t.be tax-avoida.nee device, bu11dm order ';h~~ 
.... bo • tonl wilh the pu,.,.., .. approrn•~ 
tbc disallowoncoUoDUl1 L~.-u· (b) authomoa tho allowance o ouch 
scopo of t.be I6C D, au~ on 

ttUT- •1--4 
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put. ol the doduetion, crodit, or allonnc:e at will not ,...uiL io tho 
avoidanoo ol ilie wr .. eougbt by ilie aequilition or iu ulili&ation. 
It abo oontai111 .. t.bority pmnittiog the allocation or diolribution ol 
any deduction, credit, or allo-.•anoe be-t"·een or amoog t.be corporadons 
or propertioe involved. Due to the complex and ~uied fonn in 
which tranU<tiolll or thio characLer may be cut, Lho apportionmonL 
1>roblrm1 involvod will roquiro tbo spocialicod knowladao and oxperi­
enoo ol tho Commissioner ond hit swr. Accordingly, 160t.ion 120 (b) 
gra.nt.t tl1o Counni$Sioncr broad autltority (of tho sama kind u t.bat. 
now cxc.rcitod by him under sccs. 45 and 14l) comrn(!neurato with tho 
t.Mk ol dolermining ouch ~roper allowaocc. Tbuo tho conaidoration 
JHW.ing uJ)on tho aequi&ition or the income of tl1e corporat.iona or 
properties involvad may, ln appropriate CMee, bo an impor·t.ant 
foetor in determining a proper credit, d'-....tuetion, or allowa.nco. 

To prevent. any implication t.bat &eetion 45 wu or is intnndod ln a 
n~L.rrowC~r acnte t.ban t.he now section 120, the Amendment. nuulc by 
oubolcc:tion (b) ol thia aection 115 conlorma Lbe pbl'U6 ulod in ~<etion 
4$ to that uJ<d in oection 121l (lleC. II$ (a) ol t.bo bill). ILia believed 
t.bat. tht! amendmt:nt makes no tha.t!«e in uiltins law. 

Subefetion (e) of this section II!•k!S lhe prov11iooa of tbil ~lion 
applieablo to tuablo y..,.. beginnu>g aller Dectmbtr 31, 1030. 
Under the applicability claW<'8 itr chapter Z (ouch u ...._ 608, 603, 
702 and 721lj, !he provioiono of ilie 5«tion become applicable to .. ch 
ol ibo wr .. unpoaed under chaptu Z, includiog, ol oou,..., ilie ""...,.. 
pro6,.tu. 
Sr.cnoN 116. TaueTS roa MAJ:sTE..~ANCE oB SuProaT or CERTAIN 

BE~EFIClA.RI&S 

Su~Lion (a) of thit 5ec.tion adds a new Au~tion (c) to ~C~Ction 
167 of tllo eode, relating to trust income which ia att.rihul«< t.o the 
gran LOr. 

Undrr ~xiA1ing law tho intome of 1\ trust wbir.h i.J crut.o<! ln order 
to m&intllin or aupport n beneficiary whom the grantor IS IC!gally 
obligated to n11intam or support. ia tu"ble to tho grant.or (DmJglcu 
v. ll'illcuu, 2CG U.S. 1 (1935)). In accordance with tho .. ulod prin· 
cip1e of Dovglat v. lt ~illcvt& it. has been held that if incomo of a lru:sL 
may, in the diMretion of p~ns lac.king aeubelant.ial advt:rse int.ue.t., 
be applitd in di.tchargc of the same obligation, tho income il tua~le 
to tbt grantor rtganJieu of ,..•hether or not it is ~Ctually eo apphed 
(Jitlnn•r v. &uarl, 317 U.S. 1M (1942)). Tbio decision hu,, in .rr .. l, 
ovtrrull'< 0 . C. M. 18972, C. B. 1037- 2, pogo 231 which lor rouons 
of edministntive C'ODVtnien~ he.d e.dopted tbe ru\8 that. in cuee of 
luth dillcfttiooa7 trusta lho income ia tu.ablo to Lbo ~tor o!ll.Y to 
tbt tXt••nt that u .. ia actually applied in dileharging hll obli,euon. of 
memt~nanf'e or aupport, In VJeW of various adminislr&Uve d1ffi· 
ruhitt C'THtftcl by a &triet application oflhe dec:iAion in Jltlrfri"l v. 
Stvorl, your rommiLtH hu deemed it. dNinble to re.wm lO tho rule 
oppro\l'<l in 0. C. M. 18972 and hu amoodod oeetion 167 in ordu LO 
aceompliAh thi.a rflluh~ 

New oub ... tion (c) provideo that inoomo oball nol be wabl~ !" lhj 
grantor undtr l('telton 167 (a) of tho code or an>: olher ~I'OVII~On of 
eh&J)l.tr 1 lhtrtoof me.roly because such incomo, m tba dite.reuon o 
ono~her pe1110n or the trustee, may be applied or di•tribut.od f~r th( 
support or maintenance of a beneficiary, such u the wifo or cluld o 
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the r;tanLor, W~ b. iiJoplly obli~ ...... LO Apport, Ol<<Opl to ilie 
ext.eot. tbat. ~ueb &n~e 1a eaually ~ applied or dia&ributed. It il 
f~~tr provided ~at tn &hoM caR~ -·be~ the amount.s 10 applifd or 
diatl'ibut.f!d ate J>Aid OUI. of oorpua or out of olhtr chan inc:omt IU('.b 
amounll arc LO be eon~idtted pajd out of inoome to t11e extA•nt lbat. 
~1 do o9t ex~ the meo!no ~f lhe trust for s:ueh taxable yMr which 
IS not. )?"ld, erodu.ed, ~r d11tnbuW!d under 86ction 162 ol the eodf. 
Tbut, tf lhe lruwt. profu'h'l fo! the annu&l payment. of income t.o the 
p-a.ntor'a adult aon wbo!n he ta no longer logaliY. obligatt"tl LO ltUJ)J)Ort. 
!11 a.a.- amount. not,ex~e<h~Jg $10,0001 and tbo application of the N~main. 
mg 1ucomo ,or l,,rlnCipaJ, m the t.nt~tee's discretion, 1.0 thfl. IUJJpOrt of 
tbe grantor 1 mmor daughter, and af out. or the c.ntire ineomo for tho 
t.aublo Y<lr at!ll""'''llinl.' 112,000 tho trustee poyo SIO 000 to the eon 
and applit'l tl1i'l -otlier 12,000 aa well aa principal in the 1um of Sl ooO 
to t.be support. of ~e daughter, lhe grantor ia tanble with rHf>ee\ 
to ~2,000 of LrUit. m~"!e. Subltetion .(e) is not appli(able if d~ 
ue.bon Lo apply .or d11tnbute th! tru\ mcome for ,aupport., mainte.. 
naoce, or fld~auon re.:la toltly m tbe. grantor or U\ the grat~S.Or in 
conjunction whb other penoM unlet~~ the grantor b.u aud'l diKretkHl 
... truat.ee. 

Subaection (c) do8 DOL' alfoct t.be p,_oL -pe of ""''loot 22 Cit) 
and 171 ol tho code. Nor do8 •uboeetio<> (c) alt.r 1M ptincipJ.i 
go•eming the L&nbllhy of trult. ineome to tbe grantor undtr tome 
oLhtr pro'fiaion of 1aw. For example, tnaa\ income ft'maina tuable 
to the grantor undt-r lfletion 22 (a) of the oodt> if the ttrmt of the 
uust. not ueluding: the diluetiooary power t.o IJ?ply crmt inoomt, 
and all the cireuflllt&n«'t atttndant on ita ctf'lbon and opt."'lion 
indiene that tl1e·grantor hu rttt.ined a control of the truA-t to rom· 
plct-e that he it tdll, in prACtical effect, the O'Khtr of itt in.romt. 
The grantor of t tntJt oontinuet to be taxeb)a. undl"r lltction l67 
with rN·pect,. to such income u may, in tlu~. dittrttion of fW'rtoOnt 
laeklng a auhalAntial adverse int.('rcst, be applit!d in difl'.luuga of 
his oblig&tions other tluu1 hia obligation of aupport. tmd fl'l ltinttlHin~fl 
falling witJtin the nmt•ndmNll4 made by su'bB.I!Clion (e). Tlmll If 
t he grRntor erc·n~t'l" 1n1at. the ~ncomc of w~ich may, in the ,ditt,rf'lion 
of ,. ptntOn Jackm1 a aubetant~al adverse mtemt, be •Pr•luxl m tl\o 
payment of hi& dt'btt, surh inrome is tueble to lhe grantor rC'kard­
ltee of whelher i~ i1 t.etuaUy 10 applied. 

The Tr ... ury Oepanment baa al...ady provided in I. T. 3609 that 
lbe deciaion in tho Stwart ca.tf will ~" b6~pplied ~'roae.lively. btea~ 
or di.ffieuhiN which wo~Jd otherw~ anse .. \~hil~ this ae-uon ade­
qual<11 pro'lideo lor pnor J!'fol'O, "'""" any limitauo~ ol tho amtnd· 
mente made b1your commJUte to future yean migbt ClUte eome 
mitu.odms.andm,g u to the w: liability .for pri~r years, h. hu accord· 
ingly provided in aubaodion (b) ol iliia oec:toon lor tho n!U<>KUve 
application of &he &mtndmmtt. 

Sul»oetion (b) (I) of tbio aectioo 11rovideo _thot the amtndmwu 
made by aubolcc:tion (a) abaU be applicable '"th ,...poctbl LO ~~· 
..,.. b<!innir!l alter December 31, 1042, unl<M a I&Xo o ycar • l'::t "-'•ning in 1942 endo wiiliio a tuoble you ol the grantor 1>6-

·• 0 · J';i043 in whieh cue (exceptuprovided in auboecloon (b) (2)) fi:! ::e:lldmenl. Jl1aJJ 1101. be applicable to IUCh tAxable year or ~0 
grantor Thue, if tho trott ia. oo a fi&eal J't'&r end~~ June 30,, 1nd ~ 10 
grant.or.ia oo a oal"-n~lar year, tho e_mendrne.nt.e w1ll be e.floohvo W~\.h 
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,..poe, to the tiUII~ commencing with ila liJ<al7tu ~nnl!_l( Jul7 1 
11143. Sin<e tho grantor'• return for the ealendar ytu 11143 mdud..; 
the _ineomo of the tMlllt'a liJ<alyoar btfin~llll on July 1

1 
11142, and 

endonv on Juno 30, 11143, thoamendmenla will first be applocablo, " 'itlo 
,...Jl<'<L to tho ~rantor, to hia ealondar year 11144. 

ParAgraph (3) of ouboeetion (bl providea that tho oonondmenll 
made ~y auboeetion (•) aball apply retr<>A<lth•ely il thoro oro flied 
with the Commiaioner (in &coordance with regulations pretcribed bv 
him with tloo Approval of lloe Sccretorv) at ouch limo and by ouch 
penon"'"' ml\y be J'lrc80ribcd undar such regulotior\1, ai~ned conacnte 
tbnt. th~ro shall bo paid~ ttl such limo tl.S tho Commr~~tion~r tn1\y 
J?rescrihe, ttll of tbo tnxes under chapter 1 of the l nWnull rttwC'nuo 
Codo or under tho oorrcaJ,.>C?nding proviaiona of prior rcw<.•nuc Jn.ws 
which would have bec•n pa1d fo·f t..bc t.axabJc vcan aonOf!rnOO H Auc.h 
a.mendmenta had ~n " r,art of thf', revenue laws applicable to auch 
taxnblo yeal"8. l'a.ragrap -• (3) or sub&ootiou (b) pro,•idC'a t11at. such 
aui)J('I(I ion dOH not e:hanJt& any provision or rule or law limiting t.be 
allowtnce of rt:fund or eredit. ~-,th f't'!IIJ)l'et. lo ovtrpaymt'nle of the 
grantor. Howevtr, if consent.s are filed ~tithin the pt"riod in "''hkb 
claim forcredit.orrtfund may be fiJf!d by t.hegrantor, I he ptriod within• 
whi<b ouch claim for <rNliL or refund may lie filed, or <redi~ or refund 
allo,.·od or made if no daim is filicl, with rt'llpoe• to •n1 ov<rpoym•n• 
b1 the grantor ft'tuhing from the oonwnta ahaU in<1lude one yter 
immf<liattlY after tbt data of the filing of the eonsenw. It is furthfr 
providtd that. with r'flpect. to any defieie~y resulting from tonseuta 
filed1 the Ptriod of limitatio03for making ~L88f~Stl:men&. and th~ ~inning 
of (hltnint. or a proceeding in court. for coUeclion allaH intlude one 
yearimmediau•ly after thedatesuc.b consent.aue fi.led, and tuch ftMM&­

mcnt. and coll~tion may be made notwithstanding any pro,•ition of 
the int('mAl rl)venue laws or an~· ndc of Jaw which bart such adju~t.­
ment. (sueh "' a prior judieiaJ dct.ennination of tho tnx for the t.A.ublo 
period or tho PC-I'IOU signing tho consent.). No intN('St. i• to ba "1-
lowPd or· pr-id on any refund or credit to tho grantor, nnd no inlcrt~St 
shnll bo ll88(.'880d ora nuy d<'ficieney, rcaulling from tl•o filing or tho 
001\lflllt.fl. 

S&eTros 117. T ·n£ATY OoLJOATION& 

Thit aeetion providM that. no amendnumL macfo by title 1 of tho 
bill aloall apply i~ "'!Y ..... where )LI application would bo oontrory 
to any treaty oblogauono of tbe Uno ted SLAte~. 

PAIIT 11- WITHUOLDIXC AT SOURCE ON WA0£8 

SCCTIOS 150. Y~J\$ TO WBJCH APPLICAIL& 

. Thit ,..lion providea tha~ the amendment. made by Part II of the 
btU ahall be applo<able ••itb ,...poet to wag01 paid on or of tor January 
I, 1_1144, ucep~ tho• auch ounendmenLI ahiill not apply to wag01 paid 
dun\'~! tbe cAlendar year 1944 with reopoet to p•y·roll penoda be­
gmntng brfore Janu~ 1, 194... Wages paid in 1944 with rC'!Ipoc~ to 
P•Y·!"II periodo b<ginning before 11144 will bo aubjoc• to t.bo witlo-
holdtn;: J)rovitiona of tho present law. · 

• . (1 
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63 
S"""o" 161. Dunrmo,.. 

ol '!:!': ::empliona allowed for lbe p...._ of d~ tho am.,..nt 
ol the be ~lb~! 'p:.Oibe .":1._.,...ed.,., ~ roUf!bl1 on the amount 

• ~ U n .....,,. tor mcome lu p- under 
teotaon, 0 ~o code. Uenc:e, ~~ de~nnioation of the withholdinr 
exempt.ion Or' tho w11o braeket. t.ble applicable in a apecifie cNft ii 
dcr~dcnt upon lho atatus of the indiv1dual a.a single~. m&rried !tc 
t.n an tho CAfe of man-ied I>CI'IOn!l where both apouse.i aro omp(o ed' 
tbo amount. of Llae wltWtoldiog e."templlon claime~d b ~cb ,

1
,/u80' 

fho .statua or the lnd}vic.lual ~Or tha purpo&o~ of. witfrholdln it d.,_: 
t.crmmc,d upon ~be ba8aa ol.~bomformat1on ae-t. forth in Lhe wlth,loldln

1 cxomp!toll oortoficaw required to be lumUhod t.o the employer by tho 
emp!oyeo. The d,afin it~ona ~ati.DJt to at.atus for pur~ of with· 
boJd!ng aro ooot.amNI, m ~t•on lb2l or the ood&. Undt!r ex-Wtlna 
law ol h'!'band .and wile ou;e both employed, eaclo moy claim on6-loall 
of the -.·nhboldana e.xemptton all_o•ted a marri4!d pttiOn or thty may 
agree to .Uow ono a:poute to d&lm aU of the. withholding t.l'tmpdou., 
and the ~~r apou~ t.o claim oone of the withholding exemption. 
The ~tfinot~na relatllli to the llllus of awried _. for pu.._ 
of walhhokhn:a: or tax at. the aource are cont.aintd in Mthon 1&21 
C..), (h), and (i) of lbo eode. Tb-ddinitions l'tCIOplu three tl._ 
ol manied pmona: (1) Manied penon~ all of personal 
e:rtmplion for witloboldina; (2) manied penon dooming hall of por­
aonal exemption for witlihOioling; and (3) maniod penon daimi"' 
none of the penoaal exemption fOr withbolcling. 

Unde:r ~iedna law the tarfpte amount. of thf penonal txtmpdon 
allowed a marriid eoupJe ls the. u..me whether joint or ttpArate ~tunt~ 
are fi led, and "' similar principle w.u applied for withholding ta,lt 
PUI'J>Oiet in tho cue of m~tmed Pf:l'80rut where both apouiC.'I ara 
employed. However, under tho prov-isions of section 106 of tf1e bill, 
married poreon1 filing a joint. N.!.turn are aJiowed a personAl ex~niJJlion 
of S1,200, whareu marnod pOI"'IQns fi ljng acparate n~turns Ara rtllowNl 
&n &gg'I'C!GAtO•mU:imum CXeJ'Of)t~oo or Sl,OQO. In ('()n(ormit.y whh 
thcae clumgoa ln tho )M!I'&Onal exemption made by rf\6110n of the int.&­
grat.ion of tho Victory t4x and the unposition of a minimum tAx tho 
withholding ~mnption tcbedulee a.nd the wage br•clc-et tt.blea hava 
boon reviaold. Under tloo ro•ieed oocllcduleo and Ulbleo if 1 hutband 
and wife are bell• tmployed and both claim withholding t>•mption, 
the exempUon of NCb it the MJDe u the exemption allowed a lingle 
penon, and htnoe th6 agrtgat6 of the e:rtmpboDI al!owecl doet ~!OL 
equal the ex-emption &JJowed ... btre ooe spouse ~JIM the ~~ure 
exemption for withbokhng tu purpoeM. Aeeonbngl,, aubetc.tt()nt 
(g) (h) and (i) of -uon 1&21, rrlati"' Lo tho atllua of maniod 
~u 'for withb()kling exemption pu~ are amended by tecdon 
161 (a) of tho bill LO eoruonD with tloOlO~ and todtfino, ,...poo­
tivol,y (I) monied pmoo doioning a penooal .t>omption for -:ot~bcld· 
ing w\,;;,'. apo- dliml none; (2) mamed PHil?" daom••« a 
personal exemption for wi\bholding w~ spouse. tlaa~. a pmonal 
txtmplion for withholding; and (3) &mlmed pertOn elalm~.ng no per­
sonal exemp~ion fOI' withliolding. 

Section 1~1 (b) amend10eclion 1621 (k) of the code, rolat)ng to ~bo 
definj~ion of tho c.orm 11dependent.'' for the purpose~ of wu.liholdmv 
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und.,. lhe provioiont ol -tioo 16:12. Undtr existing law, lho orilh. 
holdi1111 uemplioo oeh.ctule provid .. .for lhe elimination ol one de­
pondentin the.-ollhohoadolalt:!f· Llkew110 thewagebraclcet 
11biM applicable in tbo .-ollhe ol a family Laving a apeclfi.ct 
number or dependcnta take intO aecoun~all bu~one ohuch depondonuo. 
The rulo tbuo provid.ct ,..p.......,ta an alt~mp~ w aim¥lifJ' lor with­
holding tax pu~ tho rulooe~ lorlh in section 26 (b) ~l.{B) relative 
t.o t.be crOOh for dCPf'Jldtnta for mcom.e tax purpoeee, h11 lat.tar rulo 
doni.,. tho credi~ lor one dependent in tbe C880 ol ~·hood ol a family 
il tlte LlXI>AY<r occupit'" lhe otatWI ol hOld ol a lanuly oololy b.y roaoon 
of d tlJ)llntlMll for whom tho credit is cl&imed. I t it tho opmion or 
your commiLt.oo that. tho rulo applied fOr inoomo tax purposes should 
likewise be lollowod lor lho pur- ol oomput.ing tho lax w bo 
withheld under tho proviAions of section 1622. Thja ia &(!COm· 

pliabOO by &mending tho definition of dependent oontainod in 10etion 
1621 (k) w JII'O. vide lor tloe e~cluoion aa a depcndont in U>o caoe of tl>o 
head ol a family one wb.o would be uclud.ct under """tion 26 (b) 
J2) (B) lor inoomo ~ put]>OIIel and by complementary chan~;ea in 
tho witW>olding exemptoon achodulea and lbe wage bracket tabl .. 
applicable w tho head ol a family. 

SECTrox 162. WrTHROLDL"'O or TAx AT Soo~ca os \VAoca 

Subaeetion (a) oloection 152 conlaina technical amendmtnta challll· 
ina &.he rrferrnee in eec'C.ioo 1622 (a) (I) from 14family at&tlll with· 
holding t:cemption" to "nonnal tax and turta.x: withholding: uemp. 
tion,'' and changing Uaet('_fe.reooe in section 162'2 (a) (2) from ''Victory 
tax withholding exompt.iou" to .. minimum tax wit.llholding uemp. 
tion." 

Section 162 (b) amend• I<Ction 1622 (b) (I) (A) w chnn~c tho 
rdcrr nco to ''normn.l tax and surtax wit.hholding CJCNnpl ion' from 
11farnily &llltUI witblloldi.n.g exemption," and t.o provide a now 10hodulo' 
for suc.h witl1holdin,g cxernl?lion m order to conform with tho uhongtlfJ 
mulling frorn tho ln~cgrallon of tho Victory ta.x 1U1d tho COil8CCtU4.!tU .. 
chang('&~~~ exe.roptions lo'r iitCODlt'-la.x purpotc8. 

S.'Ction 162 (c) IUllends ocction 1622 (b) (I) (B) w ch•nge lbo 
I"Cf<'renoo t..o minimum tax with_holding t!xemption from VleLo?' tax 
withholding rxemption, and to pr<wide a ee.hedulo for the mimmurn 
tax witllholdi1_,g e.xt•mpt ion in lieu of the Vic-Lory tax withholding 
uemptklna. 1'1.1~ new acbedule is based upon the penonal txtmptions 
and ~it for deptndenta allo1rt·td for pu:rpo~e~ of the minimum tu 
and unlike 1l1e Vit:&ol)' t.u withhold:q exemptions is depe.ndetl\. upon 
tJ1~ IIAlU:I of the indlviduaJ in\•olved. · 

S..,tion 162 (d) amonda """lion 1622 (c) ollhe eode ~lating w ,..age 
bl"&fkN • •ilbholding to provide a new series of tablee in Ueu of tboeo 
c:oncainNI in t.titting law. The re'rised tablH take into t.ecounl. the 
·~•"&" made in .. omptiooa aa the ... ulL ol the intcgration of tho 
Vaewry tu and the substitution of the minimum tu: and allo the 
cbangtt made "'itb n!tpecl. to the: e~dit for dependenta in tbo cue 
ol tho h .. d ol a family. The ru}.., relating w lho application ol tho 
lablea lo apocifio typco ol c .... are the aame aa tbooo und<r uiating 
law. · • 

~uboection (a) olaection 162 amendaseetion 1622 (h) oltbocodo r&­

latang to with1ioldiug ~xemptioo certificatoa, in order to conforn\ t\•aL 
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aection. wh~ the dwwtw IMde by eeetion toe, relad•e to the statu. 
de~uon date !Or the pu.._ ol the pt.--.1 txtmption 
~rl>vidod !n -~ 26 (b) . • S.Clion 1622 (h) ol meLi"l law prorid .. 
lhat a Wllhhokhng Hempllon c•rtilieau. lumiohed by rM&On ol a 
eb&llllo ol otatualllall take elf .. ~ 110~ later than !be firt~ payment ol 
wage. made on or ahe.r tht~ tin:~ atehn deko:nnJnatton date occurring 
at. l'C!UL 80 days afler lbe «rtifica~ is fumia.hed. A11 t.he elf'a-Lion of 
the employer, however, •uch certifieate ml\y bo ginn tffect. w·ith 
rcwpoot.lO any payn1e.n1. of wage. made on or afl.or tlie dato the e• rdR· 
cat~ it funlilllled. Stat.ut dcW.rmination date i& dc.On~l IJJ ,ranuary t 
or July I or lho ll~x"blc YC!nr, In \-lew of the tllmination of Uu! 
requircm"nt. for proraHon of the Pt:lrsona.l exemption tn tht~ C'lA&e: or t\ 

c.han~to of tl.At.~ua during tlu~ taxable year, and thf' tubelitution thfln•for 
of a fixed data, JuJy I, to j{Overn lbe Allo.,·anee or the J)f'J'80nal exempo­
Lion, section 1622 01) (1) Ul tmtnded eo u to pennit an employtr to 
give immediate. e:ffMI. only with mpoet. to ehange. of tlalw ooeurring 
on or belpmJuly I. \\'b.,.. a withholding txemption oortifieate illur­
niahed on aooount. of a change of ttalus O«urring after Jul,. 1 11urh 
changeaball no~ besivtn eBeoL unlillbo firo•paymt'llt ol ""'"'made 
on or llc.er Janu..,. 1 -of the tueceeding caleadarytar. 

TITLE 0 - EXCF.SS PROFITS TAX 

PART I-EXCESS PROFITS TAX AMENDI<E!<TS 

S&cnow 201. TAXAit.E YILHII ro WHICH AxL'(DM&:nt APPLICAI&.a 

Tbia aectioo provides that Lbe ~c€'&5 proli.1.8 tu: amrndmenu made 
by tloit title ol Ute bill sbaU be applicable only with mpeeL to taxablo 
yeus bttinninc alter Dect.mbcr 31, 1943, excopt.aa otberwite ax·prtWIJ" 
proYidocf. 

S&CTION' 202. INcltEAIJ& rn" Ex<;&68 PttoFr-1'8 TAX RATti 

Subll<lotion (a) ollhis soction amends .... lion 710 (~)(I) (A) oltho 
eode by inc ... naing II•• 00 percent rato opooifiod u • .,..ID I~ 96 P<"'f"'· 

Subsection (b) amend• ,.,.lion 26 (e) ol tbo oode, wb1ch prov•deo 
for the CJ't'dit. for inoome tubj~t to exoost pro1ill t.u .t.o be Ukod in 
the oomput..tion of nonnaJ l.fl.x net ineome and oorpa~uon t~rtax net. 
tnoomo, by provid~ lhat in the- cue of any oo~rauon wh1el1 CI;Q!fl• 
put.e-1 ill exotM profir. tax under J«'tion 721 C~t1.ng to abnormaJ~uc.oe 
m iooome in the ta.uble period), ll"Ction 726 Cn:latmg to c:orporat.iona 
complelillll contratta undM" lhe M~t ~l.ou:me Ae~ o( 10~0), ...,. 
Lion 731 (11'1atil)ltoCOryc>ralions•~ m~atralfi'Cm>neralo), 
or 10tt.ion 730 (ti) (11'1allng to co~uons-:;: mcome ~":.lo~-~~ 

b:"~~:~ ~J;~<;: ;!c:o~=tb; :JJeh.~::'E of ehap~r 2 • 
84 ptnl<OI, instead oii)O ptrce111. 

SIC'riOtl 203. CJtiTAL'It FI&CAL YEA.B. TAUATIULI 

Se . 710. (a) (3) u add.ct by aection 203 ol the Ro•enue Ae~ 
ctaon . \at rulea ror &h~ computation of tht exett~ pro~tl 

oll941 oon=:f:' E ol chapter 2 in ll>e .... of luable yurt beflln· 
:.f'llll"fn ~0:~ and onding alter Juno 30, 1942. This LP is t.bo oum ol 
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t.be pron4ed portiooo oll ... o lenloti•e laxM. The firol len loU .. tax 
ia oomput.od under the law apPlicable to t.betaxoble YMr "'-inniwr io 
10.1 and al tho rat .. {or in ihe amount& or w ) opoeifiod Tor ouch 0 
taxabloyo&r bul without ~ard 10 the pro.WOOO ol ... don 710 (o) (3). 
Tho 10<0nd tentative tax a oomput.od under lht low applicable to the 
taxable Tear boginni"' in 11141tbut "ith certain modlficatlooo rtlalilllf 
to oortatn doducllooo and erooiiO io the bue lor oomputilljf the tax, 
and altho ra\00 (or in tho an>ounta of tax) apeeificd lor a taxable y<)Or 
beginning in 1942. Tho oeoond tentative tax;. to bo computed with­
out regard to tho provi•ious or BOCtion 710 (a) (S), except iDJOio.r u 
certRin proviaione of lho codo ara mado applicable by such aoc.tion. 

Jn oom~uling tbo eeoond tcntat,ivo oxceu profi~ lax under eecUon 
710 (a) (SJ (Brtbo 80 percent limitation provided by 1100\lon 710 (a) 
(I) (n) nughl he AJ>plicablo. Undor tlli•limitation tho OXCOM pro6to 
tu canno• exceed an amount which when addad to tho lax impoeed 
under ehepter t t'Quala 80 pcroe:nt of the corporation aurtu nat inoomo 
(compulec\ wili1ou1 regard to lbo credit provided in acet.ion 20 (o),. 
lating to income aubject. to exoooo profit& lax impoood by oubchap~r E 
or chaplor 2). If ouch limilation is epplieablo, it beoomoe n-rr to 
U<er~ain t.bo o.mounl or the lax under ehoptor I tor the taxebla JO&r. 
It. wu the inlt'nlion that. in computi~ the teoond tfl\t&tiYe t zcxw 
profito lax undu ..,.lion 710 (a) {3) (B) the amoun1 of the tax undu 
ebaptor I to bo UJ<d in computing the 80 poroent limitation aheuld bo 
tho ...,.,nd ltnlotive normel and surtu c:omputed undor aubJ>OI'&III'Oph 
(B) ol...,tion lOS (o) (1). Tbal ...,tioo proridoe lor a tax <Omput ... 
lion aintUar to thO\ olaecl.ion 710 (a) (3) io oomputing normellax and 
aurtu. However, because of a teehnieal inadvertence no apecific 
prorilion wu in""'t.od in ...,lion 710 (o) (3) proridinr t~at tbo tole! 
tax oomputcd undorooelion t08 (a) ( I) ahould bo disreprdod, and thai 
only thooooond tenLalivo lax computed under section 108\a) ( I) (B) 
ahould ba usod in tho computation of tho 80 percent imitation. 
Moreover, tt.ie ltocbnicol omission might givo riao to a c.ireuiRr compu· 
iation in CIUIC8 in which U:te 80 percent Iimitl\t·ion ia applicable since 
tho firat tf.ntAHvc nom1al ftlld surta .. 'c: to bo. used in computing tho t.ot.al 
normAl lox and aurlax under scc:tioo 108 (a) (I) (A) is b..OO UJ.>OU tho 
A11owanao of lho cxceM profits tax u a d.eduction in cornputmg ne-L 
income, t nd alnco tho portion or such excess profit• tu under tho 80 
perecnt limitation <Ould not bo ueerlainod until tho toto! normel LU 
and aurw bad ~n first oomput.od undor 108 (a) (I) (A). 

Tba rfHulationa promulgal«< by t.he Conmu.-ionr.r under ~N:tion 
71Q (a) (3) give aph'Mion to t.bo oomr.ut&tion intonded to be pro­
oenbccl by..,.tion 710 (a) (3) whieb wou d require a parallel oomput.a­
t ion or tho first toniOii•·e "" .... pro6ta lox under aeetion 710 (a) {3) 
(A) ond tl1e fint tootati•e normel lox and ow1ax undor aoetion lOS 
(a) (I) (A), and a parallel computation of the aecond tentAtive 
'?'080 profito tax under oeetioo 710 (a) {3) (B) and t.be ..,..nd Ito tO• 
uve no""" I lox and aurtox under ......., lOS (o) (I) (B). lnum~Kb 
aa an am•ndm•nllo ..Won 710 to rel&lo to luoblo ,...,. beginning 
tn l943 and tnding in 194-' wu ~uired in an1 event, 10ur committee 
~u made an uception to the decisaon to poet pone to nut year clarify· 
lD8 cbangH required ae a rt'lult of the provisions added b1 tho Revtnuo 
Aot or t042, and hao lhe...,lore ameJ!dod soollon 710 (a) (S) and acelion 
10~ (a) (1 ), retroactively, to as to remove any technical amblpity 
which might bavo inhered in .• uch oootio .. u added by the ReYOIIUO 
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-~ oi.Oidda a~· pangraph (8) 10 ...,Li.., ito (a) or t.bt :: :;r f:::lJ• lor lhe "'!m~uta~on ollbo .,._ profi10 t.ax in lhe 
oomput&l.ion ~o' 1~ ~"lf m. 10<13 and ondin1 in 10<14. Thia 
U 1 ll 11 t.o WJ.At. provaded Wltb mpoel t.o tho oomput. 
1t; !r ~l':'bm~d ourtax undu ... •iou 108 (b), .. amended byeectJon . 

._jho. noi "":~•ph p~vid!"' that in the .... or • t.utblo year 
~.nmng n lri3,a.nd e.ndmg In 19-4.4, tho «Jtt.fN profit• t.ax impottd 
by aubcliap~r E of chaplu, 2 ahaU be an amount. fi(IUII to the tum of 
(a) that porllon ora ~·!-"'""tax (<omput«J •• if the low lJ>pllcablo 
to tuable .Yeut ~opmg on January 1, 1943, weN! apphaabJo to 
~ taxtblo y .. r) wWch the number of days in •uch taxoblo yO&r 
pnor to Janu&ry I J.I 044, boors 10 the IOtA! number of dayo in ouch 
t&uble yoar1.pluo \D) t.bal porlion of a ~tali•• t.ax (<Omputed u il 
the ltw appucable to taxable yo&ro beginning on Januarr 1 10<14 
,...,. appheable to ouch t.uable yt&r) wWeh ll>e number of doyo U: 
ouch tax.abley .. r a!w D<OOmbor 31, 1043, boars to t.be tote! number 
of dayo m ouch t.axabloyoor. 

81CT1ox 204~ lKa.uaa ~ SrEc:rrrc E.zDfrrroN 

Thia ..Won amtndo llelioo 710 (b) (I) (rolotilljf to tpocilie ,.•mp. 
lioo), ... Jion 72G (b) (2) {l'flatinJ to OX<nt profiiO tat Tttum roquj,.._ 
mm\)t aocl teetioct 141 (c) Crtlaung to the computation of lu in ca.eo 
eontolidat.ed returnt are filed), lO iocreue lht!! 1peci6c tumption 
applicable in l.he computation of adjusted ucHa pro6LI taz ne\. 
income &om &6,000 to $10,000. 

ScorJOH 206. B&DV(n'IOH or ExC1t88 PaowiTis Cll:EoJT BAUD ON 
IN'Yr.ITID 0AJIITAt. 1N C~tRTAJS BRACI.Bft 

Tbia &eetiou amcnda100Lion ?14 of the code, relating t.o th& &xee• 
profilt crodil baaed on lnvoolod capitol by reducing by t Jl'Nltnlllle 
exilti.ng perooot.agte of inve.ted carital taken 61 th6 mve~tOO capital 
cradit With rMpoct to amoWlLa o invested capitA) av~.r $6,000,000. 
U.odor u :iat.l!'i l aw the invect.ed capit.al etad:it. 11 oompul«i AI 8 per. 
cent. of tho firtl. $&,000,000 of inveat~ eapiLAI, 7 pt~nt. of the n~x&. 
~1000,000, 6 poreent Of the OOXI $100,000,000, and 6 perofOl of t.be 
waoce over 1200,000,000. This amendment. provide~ for 1 crtdit. 
detamined u 8 poreenl of t.be fint $.1,000,000 of innotod cepi~J...8 
puceol of t.be om ~~~000, 5 porea>t of the om llllO,OOO,uw, 
md 4 pereoot or the ovn S200,000,000. 

Sccno!f 206. Puauc1Tr or Heuer GRAnD Uxo•• S&CT~os 722 

This oeetien addt o ...,.. auboeclioo (g) to aectien 722 to proride lor 
publieity of «rlain Mlitnt faeta with mpec:l to n'litf granted under 
section '122 of the eodt. The amend.meo~ ,Ptovidet that the Co~mi,.. 
aiooor ahall compile lor oaeh fitcelyear a liSt, t.n0011t<i alphabct.,aUy 
and aeeordifll' to internal revenue districts, of all cues i.n which rtlicl 
hu been aUowed punuant. to atetion 722 during •~:Jch year tit.ber by 
the Comml>llioner or Tho Tax Court or the Unlled St•tro. Tilla 
compllallon ahall oont.oln tho name end add,... of eaob tAxpayer to 
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whieh relit/ hu been aDoweJ, Ole busin .. in which Ole tup&yer 1o 
•-ed, the on>Oilll~ of tho._,._ profilll c!'Mi~ Ol Olel~or boforo 
ouch allowance, the ;,.,.,..., in ouch ox.- profilll C}odit Claimed and 
the;,.,_ In ouch croci it allowed, and Ole amount ol Ole,.- !'Muo­
lion in Ole ox ... pro61ll 1.&X and ol Ole!("* inCJ'8M in tho l.&x undor 
chapler If which ,..ul10 'from Ole operation ol ... tlon 722. In the 
cue o( r< id allowed by The 'l'u Couri. the Commialooer ohall aloo 
lOt forth the dat& provioualy reported purauaM ~ thia aubMcUon 
with ...,.peot ~ rcliel previously allowed in ouch cue by the Oom. 
mi80ion<r. Thio oompilalion ohaD bo publlahed in tho Federal 
Regia tor. 

SECTION 207. SrRAT'EOIO M t NEftAI.I 

Thla ooction amends oc<lion 731 ol llle oodo rolallng ~tho exomp. 
tion from exc ... profiiAI tox ol the portion ol tho ad)uoted ex .... 
profita net. income auributablo to tho mining in the Umtad Stat.ft of 
cutain etra~ie mincrala to aa t.o extend the btnB!ta or euch t.oelion 
tO corporationa m.ining ftuorwpar, flake graphite, and vermiculite. 

S&CTJON 208. NONTAXABL'I! IMCOKB or CEltTAtN htnotnuu \VITa 
DErLnABLz RaooRcEa 

Thla 1«tioo amt'Jldo eec:tions 711 (a) (I) (1), 711 (a ) (2) {K), and 
nriouo p&J'Oiftpho ol ooolion 735 oo u to exempt I rom .,. .... pro610 
tax • otrtaio port~n or the incom& of • INBOr of m.ineral_proptrty or­
• timbtr block, or new COAl and iron minte and timbu blocb no·t. in 
operation durinslhe bt.ae period, and or certain nat.uraJ gu eompanift. 

Undc.r exiltiog law a leeeor lS not. included within the delinition 
or a producer or mjoeral• or a producer of ·~ or lumber rrom a 
timber block which ie tn'i~led to axel'ude rrom Ita cxc<'M profit8 net 
in como tho amounfl or nontaxable income (rom exempt ucets out-put. 
Scc~iona 711 (a) ( I) (1), 711 (a) (2) (K), and 736 (a) ( I) aro amended 
by this tfoetion t.o pc.nnit. a lc660r to oxclude from axcco profitA no&. 
inoorno nonll!lxablo ir1como (rom tJCempt. oxct~~s output. All defined 
in section 736 (b). Tbo t.c.rrn "lessor" has been dt1ti1\0d to rn<!an a 
corporation which owns an economic interest in a mineral propc.r~y or 
"t.1mber bl«k, and it paid in acoorda.noa wit.b the number or minc.ral 
unit. or timber unit4 rooovet«f there(rom by the producer tA> which 
such proJl<rty_ or block it iCJUod by tho lll080r. Scction 711 (a) (I ) (I) 
and (a) (2) (K) are amended oo as no~ to autbori .. a loaoor ~ oxdude 
from ~Xtftlf profits net. inoome any amounta of royaltiM wbicl~ eouJd 
ho do1med to rep.....,nt a diatribulion by the )- produocr Of DOD• 
taxable bonut inoome derived (rom bonus paymenu made by any 

of tloe United Slatoo Oovunm .. L pursuon~ ~ oocti4n 736 (c). 
p~nl pro.,.iaions or J(!Ction 735 ext~nd ·no relief to coel mint~ 

or i!On mining propertiee or timber bloeks which were no\. in open lion 
dunng the b- period. Sube«:tioo (c) ol this ocction ol the bill 
addo a now paragraph to lleclion 735 (b) which pro video tha~ lor any 
taxable .yt~ar, dao nontaxable income from utmpt exc,_ ou. tpu~ or 
a ~I manin~ or iron mining property or a timber block, which waa 
not 'J.l op~m.uon during tha b&&e period, ahalJ be a.n amount actual LO 
ODHJXlh Of tho net income (or IUeh taxable year (COm.Pulcd with 
tho allowauco for depletion) from tho coal mining or 1.ron mining 
1>ropor~y or I rom tho tim b.,( block, ao 'the e&oe may be. 

• <I 

• 0 

• 

1'ID UVQr"ow azu. or 1 ••• 

boo~""~ (a) (8) ~ to-the deliclilioln ol "limbor blook") 
• • -~ Oi> u to olrika ... ~the prohibiti ... that .. 

-l"' .~•t ocq~ after D-.nbor 31, 11141. would not' bo In· 
duded "'· .,... ccmpoo;tjon ola limoo block. 

1!'}. ~d!Uon, thilooc~on ol the billezt.ondo to natural pa oompanl" 
,.. '"' "'!"~" to lh~ niW P,nled under the PMOnt law with,..~ to 
coal ~1n1nl and uon muung propertiM and timber biOC!kt, How .. 

. eter, tn the cue or nat~ gu compankw, tb6nontaxeble income (rom 
CJ:~pt ucee~, output. ~ t.o be computed with l't'tptc&. to not lnoomo 
denvtXt from withdrawal, at.orage, and tra.nsportat:aon by pipeline or 
n~tur~. gu, but. la noL to, it~cludo any income attribuUtble lO tho d1,.. 
t._nbulloo ofluch gao. It •• underotood.tbaUhetraneportotion by plpo 
hno. ol na~urlll gao •ndo ~~ lho P.Oin~ whero the dlllributlon oyalem 
bog!no, for uampl,a, t)>e •!tY got.o'" lho C&80 ol natural gao brougiiL ~ 
a eJty lor local duotnbuuon. Tran.poriAIIion by pipe line doeo no~ 
indude.tho proce. ol dlatributing the gu to tho ulUmote ...,,umer. 
Tbe rebel oxlended to a natural gu company Ia available only illho 
whole or 0111 part ol iiAI natural gao propeny wu in operation durina 
Ole buo period ao de6necl in -uon 735. 

Thorelore O«tlon 711 (a) (I) (I) and (a) (2) (K) io amended ~ 
include n&~ural po CODlp&nleo within the- Of tbooo Oorp«&tiODa 
,..lilled to udude nonwable ineome from oxrmpt .. ._ ovtpu~ In 
the ecmpu&alion ol u- profito ••~ ineomo. St«ion 736 (a) (I) 1o 
amended by i.ncludi!'f the l<Tm ''natural goo eompony" "hith moono a 
corporation t~np&fl(i m l.be withdrawal, or ut.nlp(Jrtation by pipe lint, 
ol natural gu. S.Ctioo 736 (a) (2) and (3) (rdotlng to the dtfinitioo 
of "mineral ~.tnit." and 11Limbtr unit!') are contol:idatfrd into ttetion 
736 (a) \?) and lhla oeclion Ia upanded to include !h• 1<nn "natural 
gu unit ' wbkb meam a unit. or natural gu sold bt a na&ural pa 
com!?, Sootion 736 (a) (4) (rela,ing to the defination of .. t.X~NI 
outpul.' it ronumbe.rOO ecclioo 73.5 (a) (3) and is amended to include 
t'nat.t J gu uniL." Section 735 (a) ~5) (relating to lho d(!finiLion 
of "nonual o·utput") ie renumb~red see. oon 730 (a) (>4) and iA AmendC!d 
to includ6 tho dct.enninatlon or norm!J] outpuL in the CAse of A natur~ 
gu company. ln autb cue the term uoonnal output!! mca.nt tho 
a•erage &nnual notural goa uniiAI oold in toxahlo yean btginning after 
Docemhor 31 IG36, and not btginning alter DOO<J!Ibtr 31, 1939 (hero­
inaftor oatJ;,({ "baoc p<riod"), of tbo pcraon o•'llmg .•~• natu~ .gao 
property (wbetbtr or not. the Laxpal'er). Tb6 rtm';tniDC, provaaaont 
ol O«tlon 736 (a) (6) are amended to ondudo, along wllh mmeral unlto 
and limoo unilll and minoial property and umbci bloeko, notural gao 
unitll and natural po t>NPU'Y· . 

A new panopoph (6) io added to -n 735 (a) to dofine the 
tam "natUral ~ propcrty11 whitb mND~ the propertr ol • ~·wral 
gao compan1 u1ec1 lor lhe .. ;lhdro,..aJ, llorogt, and tronsporiAiuob'~.b1 
pipe line or natural gao, ucluding an.r part ol ~ proptrl7 w ..... 
IJl tm ' racilitJ within the prons:ao~ ~~see~ ~24. . Jt 

Soc~ (a) (12) (.,.Jating to t.ho deliniuon ol unu nelmeome ) 
io amended to proride that in reopoct ol a natural gao PI'O~Y1 !he 
t6rm ,.unh net. i.ncome" means tlie amouo~ ucert&in~ bJ da~ 
the net. ineome. computed iD accordanea wnb fePiai.JOftl prteen 
b llJo Qommiai<>oor with llle approval of tbo S<cretary, from ouch 
~ 1y during tho t&Xable year by the numhor ol ~ai!Jral ~~~ unh• 
:Or~ auab yea.r. It. i.a conlernplated tbat the Comm~uaoner w't.h tho 
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opprovol or tho S.....~&ry will .... under Ibis -·ion opproprialo 
l'fl\ll&tioM providing rulea (Or the allocalioD o( ilemt O( income,_.., 
MJ>tlliN, ond other dedueliblo unouolt .,.t.,..., ,.,. n01uno1 pa 
proptrLy ond the o1ber pro{>Ort~ (or .. livilioo) or lho notunl gu 
com()&O!r, and for tbe elimmahon of any duplication of be.ndita 
which miJrht reauh from tl1e opplieotioo or Ibis teelion providing Cor 
nontAXabTe income and a.ny oilier &eetion providing for allowable 
deductions whieb are aloo attributable t.o·lbe noturol gu proporly or 
whiela would effect. a reduction in the income from tuch property. 

A now po111gruph (6) bM been added lo 100t.ion 736 (b) lo provide 
for lho coruput.atlon of uonta.xabltl ineoi'Qo from e.xampt axcoee output 
in tho CIMC or nlltural 8tl3 property. It prceeribt. that in tbo CMO of a 
natum.l gaa company, any part of the natural gu property of whicb 
wu h\ operation during the base period, tl1e nonta.xablo income from 
exemJ)t l'XOC'II output. for an.Y taxable year shaU be an amount equal 
to tl1o .. otu output Cor ouch yeu multipUed by ono-balr or tho unit 
net. income forauch year. 

Tho om~ndmeolo contained in this oectlon or lhe bill ore made 
applicoblo only 10 taxoble yean btginning dler Docembor Sli lk3, 
exot~l tb.ol tho omeodmeoll, 1o the exiA!nl !hoi they ofroc>L _,.. 
or mmenol propertieo which ,. • ..., io oporalion during lho boa period, 
l_,re or umber blodu (u defined m -. 7M (a) (8) prior 10 lhe­
ameodment modo lherelo by Ibis section or lho bill) which were in 
OJ>t"'tion during lho b- period, ond not.unl gu ..,mponiea, lhall be 
applie&ble 10 luable yeoro beginning dler Decem.,.r 31, 1041. 

PART 11- I'OS'T·WAR REFUND OF EXCESS PROFITS TAX • 

S<cr1o• 260. Poo ... w.a REYUND or Excue PooPFre Tu 

Thi1 e«tion Am('nda scctiorut: 780 and 781 of lho Tnt~mal Revenue 
Co<lo, n'lating 1o poot.-war ro!unds or exc ... pro611 trur impooed by 
oubehopter E or chnpter 2 or lito codo. 

Undl'r ~·xisting law tbc Secretary of tho TrcMury i.a authorized and 
dirrot.OO to cAI.abliAh a J)Oflt.-war crcdit1 ror eacJ• of ~rtojn IJ>OOiflcd 
toxable yuro 1o tl1o aooounl or each taxpayer oubloe~ 1A> tl1o ex .... 
proAII true. In genom!, lhc post.-,.·ar credil il aquAl lo 10 ~nt or 
~~• exc.., profill tax lmposod for lbo taxable year, but il io •ubjoetlo 
limitations undtr ••hieb it may not exceed the amount by winch tJae 
amoum·or ~ •• tax paid exoo.da the amount or tax lhat would be f!OY· 
able ir tuclt tax ~·ere redueed by 10 poroenl. Bonde or tlto Untied 
States in the amoun\. of tlae post,.. war credit an ftquirfd to be iMued in 
tho nome or the lupay<r generally within 3 months (with tho 
•x~ption or bonds ror 0 taxoblo , ... boginning or ending in 1042) 
dler tho lax ;. P&id in Cull. Sinoo lbo poot.-wor erediL it lenl&tivoly 
dote~~ 011 "'• .... is or the •• ..., pro61o tax lh011'1l on the '!'lum, 
pro¥11100 ll made for upward adjustrnenta of the poet--war tredir. ana 
bonllo in ·-or the I"'YDl••• of a deficiency in .... .,... or the ...... 
profiu tu lor o IIIXoblo you (or which a poot.-wor credil iiJ>rovided, 
and Cor dowoword odjuotmenta or lbe poot.-war credit and bonds io 
cue • ~fund or c~ir. is made of an overpayment of the f'Xcett profita 
tax Cor a taxablo year Cor which a poot.-war credit ia provided. 

Subotetion (a) or thio aoetion or the bill ameo<U IMlCtion 780 (c) or the 
oode, relotlng 10 tho lonna and maluriLy or tho bonda. Tbo prD&Oilt 
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r-"bl' ~ (e) JHO>idt., io pen, that tho bondo lilaJJ - .,. ,._ 
- • v' oolo, ~dlang.. aooilruneol. l'l«<le, bn>o~tlo. or 
othorw!ooT•~ 00 or l>oiOre ~dale o( -tio• or boollliliM in tho PAMnl 
...... "!' •" "'' or .... am•oclmool ;. lo Ptrmil tho .... ., .. of tho 
booda, pnor to the date of ONMtion of boetilitiet in tho Pt8ML war 
lo tho IUCCIOIO()r O( lho !UJ>oyer in such ..... U lbo Seoretuy O( Ul~ 
Treos"!7 may by ''*ullltoos outhoriJe. Tbua, lbe S.U.It'1 moy 
~uthon&o lbo lr"!ll(l\l' o( lbo hondo 1o & IUCCOIIIClr o( lbo IAJ<P&yer 
~n «J<mneal.i~n wa\Jl oert"in. Uquidationa dilsolutio01, or reorran. 
ttlt.iona, or U\ cue of CGrlAJn transfm by operation of law wlaert 
tho ~nafer would appca.r oot. to violate ih~ purPQte of the 'reneF'&I 
p~vmon that the b0nd.11 are not. to ba tra.na/erable before the date of 
OMNUOn of h~tUitie.. The prohibition on tbe tra,naferabiJit.y of the 
pot~war c.re<hL or Londt tbould not. be pennitt.ed to p~vN1t. a cor­
pora\.6 liq'!id,ation, diMOI,ution, merger, toneolidation, rtOrgania.atJon 
~r other ~lmLllr t'Ju~nge m corporate &lru~re which is oontunun•tt;d 
ID aood faalh and no~ fOr l.b~ purpoee of realb:mg on the poe;~war ru-edit 
.. bonds 10 lhll tho Proooedo \hereof moy be Deed prior 1o ~to dt14 or 
OMNtion of bottillUC!II in lhe prttent.. Wt.r. 

Tho P,_,.Lte<lion 780 (d) oflheoode provicl,. thollho p._..., of 
tho bondo u~ red11111ptioo lilaJJ - be indudod io C"* iMome. 
&b&oelioo !b) o( lklion 260 &mends oeclioo 780 (d) 10 u 1o limiL 
thlt exempuon 1o tho l&xpoyer. 

Sub&oeUon (c) of lhit 0«1ioo odds ouboeetiono (0 ond (f) 10 ...,. 
lion 780 or 1bo lolemol Revenuo Code. Subl«tion (I) provid,. 
that aubjecc. to, and to the extent pro'Yided in, ftt(Uiationa pi'HCribNl 
by Lbo S.Cretory o( lho Trtoour;r, o ou......,r of lho IU)ltlyer altai! 
auooeed 1o alltlic righll and li.olnliti'" or tho IIXJ/•J•r undtr P•rl Ill 
of tubch•pter E or chapter 2 of the code, oompr~ang tectlont 780 to 
783, inclusive. Among other things., this aubk'etion authorixf'l tf1tU~ 
lationt under which transfer or th~ pos~r eredi~ as well AI the bonll1, 
will bo permiLU!d in proper C:il&e$, Tbe ri,gbt.a or Lho Oovernment. 
ca.n be eAff.1rulrdcd in ll1c»o cuct~ where LrAnsJcra fltll f)(!.rrnittod by 
impoiU'If On tho lu..,.,...,r tlJo liobilities Of lbe t.nxpayer tO tho OXI<Ill 
deemed neceeury. Subsection (g) defines the t.erm uaue00110r" t.o 
mun eucb poriOn or pti'IOUJ who succeed, either dlroo.Liy or through 
one or moro otber j)frtOfiJ, to o•'llersbip of pro~n,y of Ll•e ,taxpayer, 
u tho Seore~try or tho Tr .. aury. may by I'OI!Uiauona p~be .• Tho 
roquiromon• O( r<guJotiono proocnbod by tho "Soorouuy will be MUIIIiod 
b: n'l(Ulations pMICI'ibod by "._he Comlnissioner ol fnt.c.ornaJ Revenue 
Wllb tho opprovol or lhe Soereuuy. Undu ou'-etion (0 io opp_ro­
riate CUfll the t.u axemption accorded tlle ~tr under e«Uoo fso (d) mq be uleoded by Rlf1iloli~ lo a •""""""' o( tho wpt.yor. 
Su'-tioo (d) O( lhiuoctiooo( lbebill IUDtndoltdion 781 (b) 0( lho 

ID..m.J fteYeDUO Cod< relAting lo lhe elfkl OD lho JlOII-WU <rediL or 
bondJ~ of a rtfund Ot ~rtdit. of an o,·upaymen_l. ~f lhe ~rc. p~fitt 
tax for a tuable JHtr for which a pos~wu ~l .. pro'llded. Under 
exiating taw the outtt.andlng poat-war eredat m fa•or of Lh,e &axpe,yt t 
iA fint. ftdueed br lhe amount. of the poet--wa~ cftdtt. aunbut.able, &o 
th v . men&. of t.be ex«A profits l.u:i and !Jl ~tho o~uc.and~ 
polo : ... ':l':f.di, it 1 ... than lhe amounl by '!ht<~ 11 .. l'llqUrl~ lo bii 

ed ·r b is no 1uch credit e:cisting Ill fa.vor o w o tax· 
reduc -:-1 or 

1 
.. • '0£fl,uch amount O\'et the amount. of t.he outata.ndialg pay61', u:1e exc 
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poet-war credit, if an1, is coni..I lorwt.od u a ebarje ocaJno~ tbe tax • 
P.'1U to he eppllod in roduetion of • ouhooquen~ ~t.-war ....ti~·· and 
if no aueh aubeequtn'- poet--war erfldjt ia made m faYor or the' tax .. 
pey•r, llle taxpe1•r io ""tuirod to pa1 tho arnoun~ ol ouch cb&l'lfe 
to the Unitod Stel«< or lllo amoun~ or tho bondo p~viOuaiJ i•u..I to 
the taxpeyor is rO'Ciucod b11be amount of eueh cti&l'lfo. The amend· 
me.n" provide. tha\. in euo of an overpayment or the axe. profit. w 
for I!'Jllxabloyet.r (O~ which a poet-WAr credit !t providod, tho OUJ.. 
flllndmg post,..war crod1t. tor such taxable y(!ar an favor of tho tax­
payor al10ll bo roducod by an amount equal to tho poot.-w&r cro<li~ 
attributable t-o aucl• ovc.rt)flyment; and that ir tho outltonding j)08t,.. 
war c.rOOit tor aueb taxablo lt&.r ia Ices than the amount by wl•leh it. 
is required to be Mduccd, or il tbaro ia no &uch poat-war eroclit. exiJting 
in favor of the taxpayer, the excees of such fll'llOunt over tho amount.· 
ol auch poet-war orodit1 if any, &belJ c:onstitul<l a ch•l'lf• ll!llns~ tho 
tupayer to he appliM in reauctioo ol the amount or tho bonda 
proviouoly i111uod to lllo t.axpa;yer with r .. pect to ouch taxable year; 
or, ilaueb bonds ara not. made available for thatpu.rpOM or the amount 
ofauch bonduo)Dado • ••ilable is less than the amount of oueh charge, 
ouch •barge or tho UC<W of ouch eharge o,·erlllo amount or •ueb bond• 
eo made available, u tho"*"" may be, oball he applied ·~ tho limo ol 
the credit or teluod (or u or the tim.e of tho maturit1 or tho bonds 
~;th rttpect to aueh tuable yee.r, it that time is f&riier) in nduc:Uon 
ol tho amount ol tho ....tiL or refund of tho n .. rpa,menl ol tho 
exette profits tu. U auch mduetion in the amount or the crecli&. or 
rtlund ol tho ov~ymtnl lor a taxable 1oar for "hich a poet-war 
credit is proYidod 11 elfe<tod on or helore tho maturit.y date ol tho 
bondt for suCh yea.r1 tho interet~t on tho overpaymeo:nt 111 t.o bo com .. 
puted on the amount of the ov~ayment before auch amount i.s 
roouOO<I by tho ei>Rrgo attributable to aucb overpayment. For ••· 
~mple, ueuming that. on December 151 1943. tho taxpayer ov~rpaye 
•t• ...... profiiAt tax lor tho calendar year 1042 by $100; tho oondo 
for 1042 mnt.uro on Dece-mber 31, 1947i t·ho overpayment. i& refunded 
on J)ccerubcr 161 1044i at tbat t ime tl~C~: ta_.,-paver hM no outtlanding 
post.-wat credit. 10r 1042i And no bonda am ma(to availablo for '~djutJt.­
menl ; tba amount of tho refund -is $96, computed u followa: ovc.r• 
payment. of $100 plus int.crcst. thereon for ono year at 6 percent, 
making • total ol $100, minus $10, the cbargo attributable to tho 
overraymcnt~ 

In rue the rfduc:tKm in tho amount of the er«<it. or rtfund of the 
etytr(N!ymrrn. for a ta.xabla yMr lor which a po~t,..war ti"C.'C::it. it pro­
v•dNl it mad a aftu the maturity dat.e ol thb bonda for auc.h 1MI', euch 
reduttion y.•iiJ, for lhe purpose or c»mputin,g the inteft!l\o on the over­
peymtnt, bo made u ol the dale ol the maturity ol the bondt. • For 
~xample, t.llumiog tbeL on December 31, 1~3. tho tupe1or o•orpeyo 
•to .,...,. pyoRu tu lor the <&lend.ar yeu 1~2 b7•100; tho bonds lor 

D
lll42 motu~ on o..,.mber 31, 11147; the overpayment 11 rclundod on 

....,.ber 311 11148; a1 tbat time tho taxpayer hu no outotandilll 
poet-war e.-.d1t lor 11142< and no bonda are made availoblolor adjuot.­
mf'nt; lh., a.rnount. or the refund is $110.40 comput.ed .. follow.: 
$24. boing the into""'' on tbo overpeyment of SIOO at 6 poroent I rom 
Dooember 31, 1043, Lo December 31, 11147 (the maturity dal<l ol tho 

• • 

• 

11U UVJ:IfiM ML or '"' $3 

boocle for lhe l&uhle 1ou), ODd 16.40 ~ Jho lnJ«M 

~~~'i'l:/."'.:"J.!~!:o J~.~!tf ~10) •,., e ~oot from J.:'mf..OC: 
ov~~·· of •100 1- lhe ~::; :~: ....,.u., t.mOWit o!llle 

on ~he .,:~.,<:; ~'?:" rello• 7lil (d) (wbicb rtlateo to limlc..tion 
llnUt<~U b o .,.._ profito tt.x) finot bJ cbangllll t.he 
lnor. of on t e amount of tho poet-war credit to awe •lfoot to t.ho 
b d" n tx~ pro8ta lax rate. from go to 95 percent and MCOnd 

Y • t~lng addnlooal rul.,. for t.ho oomput<~tion of the ur:.ic..tlon; 
upon a poet,.w~r credit in t..bo eo.e.e of certain t.a:xabJo yeanJ bt.yinnlng 
In 1943 Md cndmg 1~1 1944, t.ho .,.._ profit<~ t&x lor which wlJI bO 
b'ill,putod under 10Ct1on 710 (a) (6), na addod by oootion 203 ol t.hla 

ln t.bo ct.ee ol ""'•!•loy..,.. boginning in 1943 and ••dina in 1044, 
*'!to Oll'UI profit. LA.X 11 t.he tum of lho prorated port'ona of two ~nta.­
tive ox.- profito tax'" computod uodu 100Uon 110 (a) (8) Tbe 
amount o( clle P?tt...w~r ertdit. it tbe sum of the proratfd portiont of 
-" ol the "!'""ito which would he oomputod upon lho b&oi• ol eACh 
of the ~taUve """'"." profito llxeo prooidod by -llon 710 (a) (8) 
(A) and. (B). Thua, m lhe - ol a taxable.,...,. boginning In 11143 
and ancliJ>r In 1114•, lhe poet-war crodit &hall be noL -l<'r than tho 
.,.._ ol iho .,. ... profito tax peid to lho Urutod Stal<'l lor ouch 
tuablo1ot.t (and not eroditod or rtlondod under lho inlPmal ,.••nuo 
Ia~) over the amou~L which would he PIJ.•bt. to tho Unilod Stal<'O U 
(a} !D t.ho COOlputauoa of the ~ tefttatn·e txeftl profit~ w under 
~llOn 710 (a) (0). <-!->. !h• uc.,. profito tu rate we~ 81 pct«'nt, or 
if tho 80 pett<Dt lwutoUoo ol ooctoon 710 (a) (I) (B) os applicabl• it 
lho amouM dot<rmin!"' und ... oection 710 (a) (I) (B) w.,. reduct<l by 
10 -1; and (b) m t.he com~tauon ol the li«::nd ...... profito 
tax undor ... lion 710 (a) (6) (B) the ••""" profito tax raw w•ro 
83" poroant, or il tho SO pcro<nllirnitntioo ol&eetion 710 (a) (I) (0) ;, 
appheablo il tho amount downoinoo under section 710 (a) (I) (B) 
wcroroducoo by 10 porc<lJlL 

Suboootlon (I) providce tbot tho nmondmcnta mode by oubO<ctiono 
(a), (b), (o), and (d) aholl oo clrootive "-' il mode b:r .... Lion 260 or 
tllo Revenue Act of J 042 and that tho ame.ndmem. made IJy aubtootlon 
(e) inwtilll a now l>lrtgrtpb (2) ol 100tion 781 (d) shall be appliooble 
wit.b r01poo1 to wcoble yean bq;inning in 1943 and ending in 11144. 

TITLE ill-EXCISE TAXES 

SocnoN SOl. Em:<:TIVE D .... 07 Tmo Tm.e 

Seetion 301 ~~x ...... •If"'"'" doto ol title m, whkb rtlat .... 
excise l&%01. Sin<e t.ho .,.ciso wes ..,. peid monthl1 and conrod 
b1 monthly fttumo, it is d<Urablo lhat eli- with rftlpoot thtroto 
lhall take etfocl on tho finot day ol • ~t1.etod month. It is aloo 
d<Urable that thoro ohall he rHOOnablo opporturuly lor preperetion 
by tuparen •. u wtU u b1 tb~ Burea.u or lnte~ Reve~ue, for 
coml!'i&nce .nUl the Dew rtqwremeot.s.. Acconhngly tection 301 
provid'" that title Ul ohall lake tffeet on tho lint day or tho finl 
month which bogino moro t.han 10 days aCtor tho date ol enaetmtnl 
or tho acl. 
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Bacno• 302. Il<cn.u• ,. R • .,. 

8eel!<m 302 (a) ~ chaptu OA !" the code 1o ._ llle rat.. 
of ftMOUI txcf.e l&;<ee, liD- eert&ID DOW uciee - lllld meJte 
ftrioue odminiottalin pn>vioiooo rel&c.l.-e IM..,Io. Tb; ••oral 
oeetioDe of chapter 8A, u thus amended ue u folio"": 

Soclion 1&60 of the code, aa amonded,!.;,_ lhe ,.._ of varioUs 
ex.lttlns oxaiM taxee u fotlowa: • 

....... 
Ad .. -...... ••• ,.,,.,,,,,,,,,._, .... , _,_,._.. .. ..... . ... . ..... l OHl' fOr ..oh It t .nt• tor tac!ll If 

"'"'-~ ............. 
1'~\._..,..._.,bcn"or•"········· · ···· · lll=i ......... to-=::!c 
~=-..:-===-~::::::::::::::::::::: ·.-..::..·,·::::::::· ·M·,;:.,i·:::::::: 
• ,.,.. ...... blnll . ............................ . - .•••• u,..... ......... ...... . 
~~:_:~~~~~~~~~~~~~~~~~=~==~~~ ;~f:?:~~~~~: ~~.~~:~~~~~~~ 
~.... ·_::..-:_•rz_·~··;.;,ib;'"' · .......... MIM ......... ...,., .... . :.rn-.......-----· ...,.,~----- -············· ........ :::: 

(II~ . .... ,,..... ....... ,, •h•••-- ........... &1 .... __ 
ce OtoJI'.,.,l:.~ ......... a ,._,., ...... ,.,..,... ..... ,. ....., ,:o:=..-:.:=,.,....• tJ., ............ .,.,. .... ____ _ 

u,.,...,....,..,...,...,. ____ ._ __ ,, •-,.. .... u..-.""' .... 
r::.:t- r::.:t-00 .,....,.,..,.,.,... ........ _ _____ • -- ,.., ... .. ~ ...... 
~ ,_.._ u;.=,-..... 

~~~-~~::::::::=:::::::::: ·ur.~·::::: ..• t:...;i-f4·::::: 
ltlllilriM Md poll ~bflflt , ............... ~ ••• -~·····~·· · '*:J':. ,_, "" .. ...&:. ,_ PM 

~~~MIIIIIU bu.ll»-'lu.bll ,,,,H ................... ~ .SNf8IU •·•--•• ·~ ,,,,,.,, 
~·,·~ =:'~~:ft.d.;p;~ ................... 'XI peroret ... , .... ,, ...... 410 ........... . 

•• ~ ............................. - ...... Ia pert'ft!lt ............. do . ....... .. .. 
2) laiM'IIIII- ................................. 10 pen.,.nt ... .,,,,, It P«'CCI!II4 ...... .. 

~.~·::;,~:.,·.;, ·;,;n.ro;;:::::::::::::::::::::: :: : l'~=~::::::: : r"'::'t'::::::::: 
• ...,.... "*·~ ""''""""· ....... ~ ............... -.... 10: ...... ~..... .. .. ti:.Mil ........ .. 
=~.:~::::::::::::::::::::::::::: ::::::1:.:::::::::::: ::::.:1:::::::::::::: 

,_ 
'" 
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u 
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"' .. .. • 
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1'he inc•,...•eed ralel except u otherwioe provided by oertioo 302 (b) 
of the bill1 are •rplicable ,.,th rt'Spoet 1o the pmod b<iginning with tlle 
rfTC'<th·e oate o title Ill of the bill, u fixed by ~tion 301, and oon· 
tinuing until the lint day of the Grot monll• l>oginning 8 months or 
more aftN" the date or termination or boatiliti,. in lllo Pn'llt':D\ YOU', 

Soc:tiOil l llSI, added 1o thecodo, im.-awron cmumeraled artidtw 
or lhe {.~ntral claa of lr&l"t:)("J"'t luggage, pu...., walJeu., kty c:&IOI, 
toUt&. CUC'S, and other contAiners .old ·at ret.ail. Tho rate of tu il 
U """"'"' of the ule price. Tho p..-nt tu on 1-oold by tho 
manulacturtr, produoer, or importer, impooed by MCtloo 3408 (a) (2) 
Of tho rode if IUipendoct by "'""ion 3()4 Of the bill. 

Soc:tion IIIS2, added to the code, im.- a tu equivalen~ to 20 
ptroont of all amounto paid lor ll•e privilejJ• of bowling alai\)' bowling 
~ley. Soc:tion 305 of the bill amencb *t•on 8208 of the ood~ to IDW 
anapplieabl• lo the peried beginning July 1, 1944, and endi"i 'lrit.b 
the date on wbieb lbo tax imp<,oed undor oection 1062 14rminaleo, the 

TUa Ul'a<U» ..... or l U I ~250 
tu or ~10 per ~DRum oo tbe operation ot N<h bow"--"- · ---a 
b7 -lion lim. .,.. ..,.1 un,.._. 

Seo\ion llla3, add«:' lo the oode, im- a 1u on \he ooDducr 
of panmuluel or loWUator ·~ oo 0117....._ or IPOrWlr •• .:::t. 
:rho rale of !u lo 6 pore<ot of the.,_ OIIIOUDI •acored or ._i•ed 
mlo the pariDlutuol or .loWUalor pool before dedueliona for Stale 
tueol th~ PMOenta&~ B.O&ng lo tho OJ>UO!c!rs, or any och<lr deduclio,._ 
Tho u .. lo be paod by f.he penon COI!dueti"' or havin• oont.rol or 
lbe pool. 1 ... 

8eeLiou 1064, added to lbc code, relalet to tho luability of inttaU· 
meut p.ymaot.t mAdo under l~&.&f'.J cont.ratta of aale conditional aalot 
elo., m'\(lo prior to tho of!"!'tivl date or ll>o .title. 'Tho •fToot or tb~ 
~oot•on Lt. to confer wc~~pUoo from the rct.Uers' exciao tu or from 
!DCrc&aealll rtt.ol of a.tiiLtog ma.nuJtcturerst and rel&ilers' e.xc\.M t&xe~ 
UDpooed by Ute bill in tbooo CAOeo in which t.be lalcoa ..., within th~ 
soopo of lC>Ctiona 2405 ••d 3441 (o) of t.be code, with ,...peotlo inalall-
meot payment. macb on or alt.rr the efTeelive date of the title und.or 
~ntn.ct.t made Pr!or \0 ·~date. The r;ec~oo alto conWnt an uitl­
llll! oontraeu prov111on apJ>licablelo tho ext110 tu impoaocl by .. uoo 
1&31 (on IUBPP. eu.1 oo1a at retail) and the incnuod rateo of exrioo 
lax~ IJ!Ipoeod by oeelioo IIISO oo ules of variOWI artic!H. TM poo-ri­
~>oo lito aU ..,.pecta eomp..-ablelo thsL aec. forth in -tion 6M of the 
Re~ODuo An of 1041 (-lion 3453 of tbe code). Liability lor t.he 
1u or lhe inoreued rail of lu is ohifled !rom lhe vendor to t.he 
vendee in tht~ cue of NlM made PUI1N&D~ to oonttK&.e executed before 
the elfoctivo date of t.be title buL consummated after tha~ da~, when 
tho eootracl d- not pro;Jde for the addition by the .. odor 1o tht 
ulea price of the new tu or incree.aed rate of tax but d001 not., how. 
ever, prohibit. auclladdition. 

Section 1666 added lo tho rode, deels witb the aituali<lll of an article 
clueifiablo under woro t.han one aectlon of the oode taxina articiM10ld 
at retail, namely, eec&iona 2400, 2401, aod 2402 ol chAptAU- 10, roJath'fJ 
retpectively t.o JBwolry, fuf'l1 and toile~ prep•rationa, and 100tion 1061 
ol oi>AplAlr OA •ddod by ooction 302 (a) of tho bill, rclating to lu(!l!age. 
SooHoo 1666 pro video that il in ouch • cue thb rnlA>o of w dill or, 1!10 
higheat ohllll prov•il. 1'bia rule ia applicable c.o fittitl$1And -rloo 
told on or io oonn60t.ion wiLh the aale of tbe pr.Ultipal .,ticloi oven 
<hough pbyoieaUy aeparaled from t.be principal .,.licle, and even 1 tough 
they olhuwilo would fall wit.bin another clua:ification. For c.u:.ample, 
a fltled c...voling C!Aie containing aD aro.ide claoaihbla aa jewelry uodu 
oecc.lon 2400 woUld h<l tauble in ito enliretr at the 25·perceol rail even 
though the article of Je .. elry .. ould olh.,...,.. h<l I&Uble .. a 20-porw1~ 
rac.o. Thuo, the pnDeipal tauble article ODd the &ttlop and -
torie. are aa..,_ .u.bjec&. to the MOle raw of l&X. 

Section 1650, add.t!cl 1o tbe code, proricleo thsl the tu• imJIOied 
by oection IMI (rtlaling to l~e, .U.), ... u.n IIIS2 (relaiU>C lo 
bowJiDa), and oeotion lila3 (relauoc c.o penmuwol •ag«inc) ahall no~ 
apply with ...,..,..,, 1o tho period commencing on lh<l lin~ dey of lh<l 
lin~ month ~nnioJ 6 months or more alter the wminalion of 
hoelilitie. in tho PrtHDL wv. 

Section 18$7 added lo lbe oode, definM t.he term "dale or the t.enni­
natioD of hMillitlt~e in lha pretenL war,n u used in teet iota 1660 and 
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1666, added to' the code u m~ the cl&~ l'f'OCiaimod by tho Pro.! 
dent u lho date of oud. tenninauon, or tho date opecilled in a -· 
oum_nl ~lut~n o! th~ two Ho~ of Cone-, aa tho date of ouc:h 
tern:unauon. wh1cbever 1a &.be earher. 

Soolion 802 (b) of the bill makes OJ<eeptiorua from tho gtnual rulo 
.. tabliob<'<! by *lion 301 .relative to llie .•IYoctivo date of tho now 
tuN and anctcut'l of laxoo unpoaod by ... ~aon 302 (a ). The incru.te 
in Uae cab4rct tu becomoo applicable at 10:00 a . m., prevailing lou! 
limo, on tho r.,..l day of tho fire~ monl.h which btgino more than 
10 doyl a flu tho dote o! rnaolmonl of the act. Tho incruao in tho· 
lax impoocd by tootlon 3268 of tho~. with ""'POOl 1<> billiard and 
r.ool tnbloo booomco applicable with t.be year bogannina July 1 1044 
fho lnort'U<lO in tho laxes impoeod by ll<iClion 3403 (a) (1) with 
retpool to t.<lcpbone t<>ll calls and t<>Jegraph, cable, or radio dio­
p•tohCI or mouageo aro applicable to ertaount.e p11d lor oerviooa 
rendered on or altcr tho clfoclivo dale of the title. Tho inere...,. in 
tho lax,. impoaod by aoetioo 34~ (a) (2) and (3) with ,...l>t'CI to 
)rued wirca, vdre equipment. SCI"ViM, and local telephone etrvioe are 
applicable onlY to amounll paid punuanl to billa rtndcrocl on or after 
tho t ffteliVO aato Of tJae Iillo for aorvieeo for which DO proPiouo bill 
•·u "'"dtrod. Wb.,.. bills rendered on or alw tho dlocti .. date 
of lhe Iillo include chU¥ .. fOJ' aorvieeo proYioua!J' rtnderod, l.he 
increuod rateo do not apply to auch eorv;c.. u were rendered more 
than 2 mont Ill before the tlfoctive dale of the t itle. 

Szcmos 303. Paaa 

This oeetion amondo aoclion UOI ol the Intvnal R o .. enuo Code to 
mrct< a praetieo which baa become somnhat prevalent whereby a 
pcraon de.iring to have a tAxable fur article made for bi.a own ute 
proourt1 •nd provid.,. the fur himoclf, and lhue avoida l.he w on tho 
fU'ticle mad a from Lho fur. To put a. check on tu avoidtnee by auch 
moan1, iL is provided that wbero a penon who ia t~agcd in lho 
businctS or drc:-~Sing or dyeing fur skins, or m. anufact.urin~, selling1 or 
rcl)lliring fur articl~, pr0duce4 a taxable fur article for tho u.so or a 
<"U&lomar rrom fur on Lho hide or pelt runlished, direc-tly or indirectly.! 
hy the oust.cm1r r, U:te tmnuct~on abaU ba deemt!d t.o b6 a sale at ~lai 
•nd the perton producing the ort.iele shall bo deemed to bo tho perooo 
~llin~ tho artklo aL ret.Gil for tho purpoeoa of tho lax. 'l'ho tax it, 
an lh•• ....,, to be oomput<'d and paid by ouch "".non upon llao lair 
rrttul marittt. value, u detmnined by the Commierioner or tho fl_n. 
imod article. ' 

f rcno.:t 304. SuiP&Saro:-t or MANV"PACT'V'Itl:tl' Exert• TAX o:t 
Ltr-OOAOB 

Thio otetion amendo -lion M06 (a) (2) of the lntomal Re .. nuo 
Code, "hi<h im_. o IU on 1-e eold b1 the manufaolurer, 
rrod~~<tr/ or importer, to ouopond ouch tax during the period of appli· 
Mll~n o the tax impoood by ooc:tion l~t , add«! to the oode by 
l <'<laon 802 (o) ollhe "bill, on loggage, eto., onld a~ retAil. 

• 

• 

SllCTIOH 805. Sa.nMIION or Sraa.u. Tu Wma R- TO 
Bow-LIKO ALLE-n 

This *lion lllll..,da oeelion 3268 w!Ueh im- a lpeCial IU wilh 
,...pee'· to the ~P<;r&lion of bowling~.,.., to oua~d ouch IU durinj: 
~oJ>U!od boc:irinmc Jull 1, 19«, and mding wath tho dale on which 
11 temu.nat~ the ~ '*!lh reftpee~ to amount. paid for the pri•il 
of bowhng aL a').r bowhng olloy impoood by ooolion 11162 lldded"f: 
tho oodo tiy ooolaon 302 (A) of l.ho bill. ' 

SzoTION 800. TI!CUNICA~ AM~NDWJJN1' or M'ANUPAOTUfltU' Ea:c1 .. 

TAx ON Tuu:s AMD INNER Tu-nu 

Tbio oootlon amondo 10etion a•oo of tho oodo which taxoo W... and 
!nner ~ubtt made. wholly or _in part of rubber,,~ deflnc 11 rubbU' u 
meludmg oyntholio or ouhltllute rubber. Tb11 11 to inouro l.b&L tlae 
IU ohaD bo applieoble to Liroo and luboo mode tnlirely without 
natural rubber. 

SwnoK 307. TnwrK.tnoM or CDTAIN Oovta"MIWfAL Exc11a 
T &x EXEliPTton 

&clio·n 307 ft:DlOYM many excise tax ~tio.111 now exiltina whh 
,...peeL to articloo oold or oonica m> "' l.ho Uniled SLIIAII. 
ln gentral, t.ho t.ue. a.fl't~etfld by lhe section _.. tbe reL&ilen' uciM 
&u:M, tho manu(aeturen' excite taxea, and the t.u:• applic&ble w. 
telegraph, tolopbono, radio and cable faeilitioo, and tho ......,portolion 
of poroono and proporty. Tho rooult of tho oootion will hll.bat lh010 
t.&xol ahall apply with ""pooL to erticlCI sold or IOI'"Vicol rondorod "' 
t.ho Uniled Stolol. Ao uplained bolow, u..Wn of the uwo will 
become applicablo to auch art.iclee and sen-ices ln tho aoa.r futureJ 
whilo tho applie&llon of olh<ra io poo~poned until opproximalcly 0 
montl11 aft.cr Lho t.(!.nnloation of hottilibee in tbo preen~ war. 

'l'ho prcsont. oxc•~t>tions ft.ro continued, however, with ~t to 
artiolce aold to tJ:~o Unit.ad Staws rur~u.ant t.o oontractl o.nt.erOO into 
prior to t..he dAtet on which aaloa o sueh arhclee to the United St&tel 
booomo taxable. Tbo eeotion aJao provides tllat a credit. or refund 
otherwioo allowable under 1100t.ion S.43 (a) (I) (A) (i) olthe lnLMI&I 
Ro¥t.nue Oodo t.o e manufacturer, produoor, or importer, with t8pect. 
1<> an Artiolo '"*"ld by any poronn to tho United Stolol, ohalloonUnuo 
to bo allowable with ""pee' to a oalo modo to lho Uniled Stotoo prior 
to l.he dale on which oal01 ol tho artido"' lho United Stotoo bocioma 
taxable or puNu&nt. to • co~tnet t'llt.ered into prior .w euch d.~&&. 

Tho oxempliona aro tormanatod aod tho t.axoo will1 • -.!•nsl1. 
a pPlf Yith roopeet "' arti<loo oold (oxoopt - 0010 under -
onstang oonu..ll u above noled) end IOJ"rie8 rondorod "'lho UDILid 
Sl&too u lollowo: 

(o) To lhe .,... of lho "'tailm end manu!aotunro' ue!M 
taxoo (exoopt. the manulaollln'rt' exciilo IU'" appllu~lo to oaleo 
ol piotolo and rovolvero, lirtt.rm01 a:!aoU. and cartndpo, and 
radao receiving ooto, pbonognapbo, pnonot~TAPh recordo, and mUll· 
cal inal.rwllenll), to oalca wade on or allot the firol doy of lhe 
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fi,.t mootlt •ili<h bqpos three months or more alter tJ>e date of 
the tnactmtn~ of tl>t Act. 

(6) In we- ol ilio manulattllffi'l' ucioe IU~ap i<ableto 
toalea of piltols and rovolvera, firearms, ahtlls and F11dio 
~•i•illll "'~• phonographs, pho~pb recorda, n:uaioal 
innrumonte to aalts iiwle on or AILOr ilia finl day of t.be finl 
moot.b whic\1 lx-gino aix monilia or more alter ilio date of tho 
Lc-:nnination of boetilit.iet in the pretent. war. 

(c) In the CMO of tho ta.<cs applieablo 10 tolopbono toU eallo 
aml t~legrftph, cabJc, or radio dmpatehea or met~a~, to calla 
m~ro, and diopatchco origiuating on or alter tllo fl,.t day ol 
U1o fint mouth which begins Utrce montha or mora alter tl.to date 
ol l.hc onaetmnnt ollhe Act. 

(c!) In t.he....., ol the tuee applicable to loOied wit·co, wire and 
t"MJUis•ment eervicC!, and local telephone aervioe, t.o amount. paid 
pu,.uanl to biUo rendered on or altar Ute finl day of tbo finl 
montlt which begins tbroe montbo or more after the dato olenaet.­
menL ol the Ac.L. for IM!rvice- for wbicl• no previous blll wu rendtrod. 

(•) ln tho <aoe of tlto taxes appliable tO tho tn.rupotta\ion of 
penon& and property, to amount.a paid on or al~er tho &,.t day 
ol tho fint month which begins throa montho or more alter tho 
dat.e of tnaetment of tbe Act. 

Szcnos 308. FLOO•-&roc•a Tuu . 

• 

Section 308 amondo ...:tiono 2800 and 3160 of tho eodo aod addo 
aoetioo 3t~ to tl>e eode10 aa to impooo eguali•ing OooNtoelca taxea 
on tax-paid diltilled •yirite and tu-paid wmoo bold lor aale or lor uoo 
in the manulaetun~ o any article intended lor aalo on tho date the 
~nereu6d r&t.fll become effective, and on all tax-paid fermented mah 
Uquors bold lor oalo on the date the inereaoed rate boeomco efloot.ivo. 
Provitiono oimilar to thooe contained in tho Revenue Act or 19<l2 oro • 
made lor tho filing ol floor-otoeks tax return. and lor tbe paymMI of 
thotaxoo. 

SI'.O'l'JON 300. DIIAW•BACK 0, INTERNAL R!IY&NUIC TAXU ON 
DIBTILLJ!D $PJRJT8 

Subleet.ion (a) of Section 309 amendo ooet.ion 2887 of tho eodo1 
wbieb providoo lor the aUowan"" of draw-back (refund) oiiUco ~o 
in roopoetol diotilled opiri~ .. ·hieb are exported. The aoetlon pro•tdea 
at tho p......,t Lime iliat ilio rotA> of drow-batk wbieb it aUowed ahaU 
equal ilio rate of tax paid, but onot.aiuo a limitation ilin o~eb dro~­
beck ahalJ not uooed the rate of S6 ptr proof pllon. Thia rete u> 
tb6 limitation baa bean roiled from limo to time u the rate on tho 
diotilled opiri~ baa bean ineroaood oo that if tho tax_p&zer payo tb6 
higher rate of tube may recover it... The limitation m ~ repJ"Ooo 
&tilting a money valueauveo no good purpooe, .Woo tho ooetion alroOdy 
pre•idoo that onl7 the rote paid may bo aUowed in draw-back. 
Tbertloro, the lim1t.alion baa been otriekon out. . 

SubMctt•oo (b) inc....- ilie rate of draw-back authorioed br, ooeuon 
32.50 (I) (6) of tho eode. Thi.o ooetion of the code auth~~ the 
allowance of draw-back of distilled spirite taxa. undar ee.rtam CltCUJJ?· 

otancoo, to ponouo who uoe fnUy tax-paid diotiiled apirito of domcotte 

.. 
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prodbichuc\ionoolin lbe m"'.'ulaeturo of <oNin nonbovence producto 
"!' oro d or ell>.,.,.. tranaloned lor u•lorotbor lban bito.tioat­
mg bovO!II• pu._. The rate of dnw-back under uiotinr law lo 
~.76 •• Su'-tion (b) railoo thil rate to U with roopoe• to tho riod 
m whtch the war .IU rateo tpe<itied by seelion t5.10 of the T.ft:maJ 
Revenue Code aro m eft'eet.. Under thoouboootion tlte draw-bllcl< will 
rever• 10 tho rat.c of ~.76 immediately upon tlte o..piration of o tuU 
calendar monLhs followwg the termination or hoetiliUet in tho preeont 
war. 

Suboe~ti9n (c) pr~•idetlhallhe omountol tax""' proof JAllon paid 
on tl•o d11tillcd opirttl covered by timely elaima under ooetton 3200 (I) 
(6) of tho o<?<IO &h•ll govern dto rato of draw.baek· i. e. ir lito tu w11 
proP<tr\y P••d at only tho $6 rAUl tho draw-back ~ .. 11 !,;. •• 1l1o J3 76 
rato, end if tht~ tex w41 tH'OlX'rly paid at. the $9 rat<6 (hll.tic tax or 'so 
Or p ..... llt tax Of $6 p)ut ftOOr I lOoks tax Of $3) lilt dNIIV·back llloAJI i>e 
at the $6 rot<>. 

SJ;OTION 3 10. Exa::wnJON or StLvn-PuTE"D FLAT"A'.ur. P•o• TAx 
ON JtWU!R'r 

Seet.ion 310 amtndt eent.ion 2400 of the tod.t 10 .. 10 txt:mpt.lih·tr-­
plated ou .. -arolrom the t.ax on je•·eiry. 

TITLE !\"- POSTAL RATES 

Sccnos fOI. Errr.c.·r.-vm D.ATt: 

Tbit oeetion providN that the iucnased poow rateo provided by 
title rv ahall tAke tfTeet on the thirtieth day after the date of the enac~ 
m ent. of th~ ac&. 

SEC"l't ON 402. FJRST CLASS M AIL 

SocLion 402 ine.rcA&ea tho ra.lo of postage on all mail mnt.Ler of 1.ho 
61'11it clnea mailed for local dali\'Ory or for delive.ry wllolly wit.hln " 
county which it entiroly ~1ith in A corporate cit.y aJl(l ~ho populadon of 
whieb Maced• 1,000,000 (oxoopt. poetaJ cards and priva&.e mailing or 
poat. cardt, and Maepfl ot.hcr first, clft38 mat.tc.r on which the rate of 
poat6go under oxitt.ing law is 1 cent. for caeb ounce or fraa:1.ion thuoof) 
by 1 cent. for 8eh ounce or fraction tbereof. 

This section aleo inci'MM!t the rate of post.t.gt: on air mail by 2 otnt.l 
for each ounoo or fraction t.hm.oof. 

S~Cnot< 403. T>uu Cu .. ~IAtL 

S..:tion 403 w. ....... lhe rat<> of pcotago on all mail malt.or of tb6 
third e1uo by an amount equal to tho rot~ provK!ed by .. itlioc la w. 

SECnOJ< 404. Foom Cu,. MAIL 

Thilaec-t.ion inertUtt the rate of pottage on aJl mail matt~ of the 
louttb elaao by on amount oqua! to 3 pert<t>t of the rote p~vided by 
exist(~ law or by 1 cent., whichever ta &he great-er. lt 11 rurtbtt 
provided thA~ if the additional 3 percent amount rooulte in a fractional 
part. of a cenL, ouch r....,tionol part oball bo dia,.gorde<l unl- ·it 
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omouniAI ~ on•b&lf cen' or more, in which ._ I' obaU be iDCrfiUOd 
~·-t.. SIICTtOH tO~. MonT Ouua 

Sec>tion 405 inc- lho f- for domNtiO money Ofdtro bf 06" 
~t., oomrut.acJ in each cue, if the &moun&. of IUcb. i.nc.re.ao 11 not. 
a muiiJplo o I oonl, ~ lho nearool multiple of I o•.DL above outh 
amount.. 

S&ortON 406. IUaaT&UD MAl.L 

Soot.ion 406 inoreaoco l.ho registry fees for nogial<!rod mail by 33)1 
pcroont oomputOO in each oaoo t.0 tho nea""'t mult.iplo of 5 tent.t, and 
ille additional f0011 for re(listorod mall b;r 33)1 poreoot computed In 
o&eh cMo1 iC tho Amount. of auch inercuo •• not. 6 mullip~o of 1 cent, to 
lho multtplo of I ..,nt nex~ above auth lUllOUnt. 

Stcr•o" 407. INaURtD MAIL 

SecLion 407 inoreuea the f&eS for insurance on mail maUtr ln eaeh 
oaoo by an lUllOUn~ equal to lho leo provided by exiolinglaw. 

Sacr10M 408. Rcc••rrs ON Rt:Ot81'Earo ~lut. AHD lNauuo MAn. 

S.CUon 408 inc...- lho f- for obtaining ~piAl for ~·~Hod 
mall and insured mall in each euo b1 33)1 pere•nt., oomputOO 10 each 
C&l6, ill be 1Ullount of auth inenaoo os no~ a muhiplo of I """~• to lho 
muh.iple or I cen&. next above auch amount.. 

Sxcr10N 409. Cou."£CT-Ox-DntvERY Scav•c• 

SuboooUon (a) of aootion 409 in.-lhe fooa for oolloot.-on-drlivery 
eo"ica wi~h roapect to domestic third and fourth cJ .. mail in each 
eaoo by on amoun~ equal to tho !eo provided by exiatiltS law. 

Subsoolion (b) incre .... the foe lor ~ervioes in t ffooling delivory of 
oolloot.-on-dolivcry mail upo11 ~nns differing from lho .. originally 
otipulatOO at tho time of mailing by au amoun~ equal to tho foe 
provided by oxiaung law. 

Suboootion.(o) :nnrcueo tho demurrage tharg .. oa oolloot.-on-dclivcry 
po=ls in each ea .. by an amount. equal ~ the thA'l" providod by 
exiatlng law. 

SKcrroH 410. AoorrJONAL FzE roa DE.LJYII.BT or Rcoi.,.&RE.D, 
" lxaouo, AND COLL!.CT...os-DzLIYEBT ~·{AJ:L 10 AooRUIII Oxr..T 

Section 410 inert.,.. the additional leo lor effecting the deliver1 of 
dom .. ue rogilt<.rod, inoured, and ooUoe~-<>n-delinry mall, tho d•li .. ,. 
of wbith io rNUic~ ~ lh• ad"- only, or~ lho adru- or 
order, by an amoun~ equal to lhelee providod by exilllng law. 

S&erlOM' 411. TEJlltiHATtON o r lHC&KAIU 

Suboeetion (a) of ooetion 411 proridoolhat tho inc-in lho poatal 
ralel, fooa, and charges made by l.ho Iiilo ahaU .,._ ~ bo in •ffect on 
and aft.<>r lhe 6ro~ day of tho firstmonlh whJth boginut 1-U monthl 
altu l.ho t.ennlnation of hoat.ilit.ieo in lho p.._.~ war. 

• 

• 

. 
Til& UYI.Ntrl 81J.L M I t il n 

Suboeetio~ (b) dt~ Ill. to!"' "lermioation of boolailieo in !be 
PTW<D~ wou; u uood tn ou~uon (a) of Ibis -lion u m...Unc lha 
daiAI proclaun!d by. the Preoiden~ u the daiAI of auth wminaUon, or 
lho doiAI -tfifd tn a ooocumn~ ._.ution of Ill. two Hou• ot 
Co~ u lho daiAI of auth wminolion, ..-bithever is lhe ....Uar. 

TITLE V- MISCELLANEOUS ESTATE TAX AND 01•"1' TAX 
AMENDMENTS, AND OTHER ~USCELLANEOUS AMEND· 
MENTS AND PROVISIONS 

S.corrON 60 I . VALUATION 0,. UN'LJ&'I'f:D STocx AND SltCUHI'l' l ll roa 
J•:-aTATtl TAx PuaPous 

Tbio toeLion omonda oocLion 81 1 of the oode by ll<lding a new oub· 
&oe-tion tk), providin" that. in the case of stock and aeeuritie. or • 
corporataon tho va.lua of which by reuon of their no&. being litLCd on an 
exchange •nd by rouon of the at...neo of aal"' th•,..f canneL bo de· 
tennined witb reference to bid and asked pri.ott or witb rtferenco to 
aalee pricH the valua Lhtroof aball be de.tennlned Laking_ inlocooaider· 
ationt in ;(~dillon t.o all other f&ct.on, the value of a&ock or MCuriUee 
of comparable corporations which are ldted on an t.xcb.uwe. Tbe 
effect of t.hi.a IM!Clion is \0 tlari.fy the consideration by \he Comm-. 
aiont.r, along With Otbtr Cf'identiary faetors, or tbe value of U.led 
atoek or MCunt.W. of comparable corpontiooa. The Comm*ioner 
re&.ains bit p...ent. aul.hori&.y under the law to determine the w~t &o 
bo aeoordod all pertinent faetont depending on lho faeto of .,..b ...._ 

s~ro,; 602. APPOUI"'''M"ItN'I' or Ntw TRtr&TI!E or CaaTAlH DliOI&· 
TIOMA.RY TltutTe NOT Ta.uiar.&a Su-wECT TO Oan' T A.X 

Thia aoctlon, which addt a new subiection (e) lo aecl.ion 1000 of the 
oodo, rclAU. lO any trust. crtated prior t.o Scptcmbtr l, 1043, on which 
a gilt. t.u was J)&id U e.rcat.ed aJter tho effective dale of the gift. tax, 
or it crcat.ocJ prior to tho cllocti\'O dal6 of tJJo gift t.ax wouJd havo 
boon aubjC()t. 1.0 •~ ~ft. Ut.x hnd eucl1 trust bcoo erutod alter Lho effoc .. 
live daLo of tho g1ft tax,' of which the grantor is not. a uamOO bene• 
ficia.ry nod no part. of tho net. income or which is, unde.r soction 1136 
of tho codo, inCludible. in computing tho net. income of lho ~rMLor. 
Tbet6Ction J?rovid'"" that in t.heeueof any sucb trust no gi.rt. tax shall 
be impoted by rHIOil of (1) tbo appoinb:nentt prior to January l, 
1945, of ono or more new, aucceeeor, or addittOnal trmLes, or ,CJ) 
lhe Vfllting, prior to such date, ln the. LnJstee or truateee or ditcre.t1on 
u to Lbe ltlection of beoefieiaries or the distribution of the corpua or 
income of tho trust., or (8) lhe atrcioe by the uu.t .. or UU.\4a of 
anyaucb dilert,ton prior to aueh date. 

S&CTION 603. Uea o,. CoWlUa&Io"o.a lM' C.uu Baroaa Taa T.u 
CooH or 1'8& ONrT&D &b.TU 

Thio oocuon amend• ooetion 1114 bfaddinl a n .... aubaoetioo lb), 
to pmniL lbe appointm1<1l of oo1111Mstoners in ..... btlort Tbo1'ax 
Co"" of tbo United SUII<IL Such '!"mmiaaionero ~ t.oi?e att.omoy• 
from lbe lcral otalf of tho court., dt•ugoaled ~ ac~ m particular ..... , 
by writtoo order of lhe prllliding judge. CommiMionero 10 d"'>goa""' 
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thall pi'O<Hd und.,. ouch rut .. and A!ltUlatioM u may be promukated 
by the eourt. They ab&ll be entille3 to l'<!eeive the aamo tr .. J and 
oubritt•noe ~IOwiUioe u may be rteei•ed by coounitolon.,.. of the 
Cour~ of Cl OllllJ. 

$JtCTIOH" $CU. AU'1'UOIUIATION OP APPftOPRJA.'l'ION8 To PAT c.ltTAIN 
ExcJAIII T ,u :u \V1TU RuPxar TO WHICH OovER.N'MENT En.w•-
1'10~ TZRMIHATEO 

ThlJ leetion of tho b!ll authorizes the appropriation or I Uinl noo .... 
ury to pay tbooo oxcaeo woe Wltb rospool to which Oovommonl 
e.xemption "hns been t-erminated, a.nd requiros ecrtftin •·cporte to bo 
filed pertaining to one of aucb taxes. 

Subsoction (a) autJ:&orizoe tbc appropriation of sums roquirad to 
be paid by tho Unitod Statoa, in eaeb fiacal yoar, u Luoo under 
ooe<ion 340S (relating to telcpbono, telegraph, radio, and cable ..,... 
i-, lociliti .. , and equipment}, aection 3469 (relating to tnuuporta­
tion of ptn!OUI} lnd OOOLiOn 34 75 (relating to lr&IUpOrtaliOO of 
property). 

SubrOction (b) aPecifically requiroo that auma paid with roapeot 
lo tho w imposed by aection 3469, for the U&naporation ol poroona, 
in -~~or bNlha, be paid only out of the !undo apecificallJ appro­
priated lor thn ~ .. .._. 

Under au'-taon (c) -b disbuning offioer of tho United Stateo 
ia required to file quart<rly reporU with tho Comptrollcr General ol 
tho United Stat .. aolling forth euh pa:rn:!el>l b7 him ol tho w 
imposed by acction 3469 during any pcnnd following tho efrcetivo 
date of the teclion wbich is not covered b7 a previous •uoh report. 
Such .. porto shall alao .. ~ forth lhe name o each pcracn with roope<>t 
to whom eue.h paymcnta were mad~ (exclusive of me.mben of tho 
armod lorcco trlvcling under ord•rs from ono pool ol duty to another), 
tho dAlCI Of lmvcl b¥ 8Ueb named per$0118, their dostinl\tion pointe, 
t he total tmn•portalton ehargctl <••clusivo or tho till<) paid lor auoh 
tmvcl of each aucb person, and t.bc total amounta of tho aubsiatcnco 
paymenta for cnch such person in eonnecl,ion with euch lr"val. Tbo 
mformation contained in these repor18 is to bo ~ncludcd in tho annual 
,..port to Oongreu by llao Comptroller Ocooral. 

TITLE.VI- PEDERAL UNEMPLOYMENT TAXES 

SEcrrox 60J. CR&.DJ'Q AGAINST FlmERAL Ux:E:MPLOTM&N"'t TAxa 

This aoction amends aec:tion 1601 of the oodc, relating to crodito 
~tho •·odora~ unemplo;rment tax lor tho calendar year 1ga0 and 
su~u•n• calendar yean. Tho p.-n• aec:Lioo 1601 pormito full 
ereda• apinlt tbo Fodera! tax lor contribution. with reapec• to tho 
tushie year paid into a State unemJ>Ioyment fund on or before tho 
duo date ol tho Federal return lor aucla year. Credit ia aao permitted 
undcr uialing law for contributions paid alter the duo date ol tho 
Fedcrol return but on or before June 30 ooxt following the duo date1 
butlltit rredit it no~ to exceed 90 pereent of the amount whicla wouiCl 
hne h<tn allowoble aa crodit on account ol auoh oonlributiona hod 
they boon paid on or brforolhe due dato ol lho Fede.-.1 return. Under 
the Pl'(lltnt. tce.&ion 1601 no credit, exec.pt. in tpecial eua~, is pe.rmiuod 

• 

• 
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~ tho Fodera! w lor a toxablo YMl: for -lributiona paid oJ 
/u.t;, 30 ..:Jollowing tho ~uo dote of tho Fodera! roturo fouueb _,:::. 

~ . .,...t to MC:Uon 1601 ~a) (3), mad6 by aubrootioo (a) 
ol ~b ~lionb, ...,..,.,. lha lime limitalion lor payment ol Stat. 
oon'-'"1 ut.io!l' ut.PI't!ltr'V• Lhe. 90 perttt~.t.limitation on tho amount 
ol the crod.al appltcabl4 under mating law to eontribuliona paid to • 
Stat. lund alter tho duo dat. ol tho Federal return llowov<r lhe 
allowance of th~ "'lund Or credit o( tho Federal tu. wbiclt haa \,;., 
colleolod bul walla mpoe.t to which crndil ia allowal>lo under lllOtion 
1~1 Ol tho oodo, Ia IUb)oot to lbo 4,_yoar period or limitation pro­
oenbod b_y aoot.ion 3313 ol lho coda. Tbo apoeial rulo under oxioting 
law appho,ablo to t.b01o CMet wbe'U'O the AMet.i of U1e l.l~payor am in 
UHl custody o_r control of a oourL at ,any ~me OOgiJu1ing whlt tho duo 
dat.o of tJto F odt!ral roLum and ending watb tho next. followinc Juno 
30J ~tJ:i d.at~ ir,,clut.ivo, bu been cl.iti'linated. WIUt tlto removal of 
tho bme lunlt.atioo for ,p&ym('nt of State oont.ribulion•. t.hiJ apecial 
ru1e dOM no&. appear to be W&n'lllted except. u to puL tuabla{. ..... 

Subooellon (I)) !'I .OCLion 601 ropeals tho p-.>t aoclion 1601 'a) C6i 
ol tho code, rclallng to rei undo o( the Federal w buod 011 Illy ..-..lit 
.uo~·oble under -tion 1601 ol tha code. n ... proviaiona ol tlto 
p.-nt aocl.ion 1601 (a) (6) an inoorponltd in tho new aocoion 
1601 (d ). 

Section 1601 (d) of tho oodo, u added by auboectioo (c)ol aoctioo 601
1 providoa for refund orereditof thoFederolou wbich baa botooolloot.ocl 

but with rNpoct to which tho credl• .uo-bl• under aootioo 1601 ol 
tho oodo hu not .,..., taken. The Ia..- (mcluding ataluuo or linlila­
tiOOI or ot.hu \.ime limitatW.na) applicable in lh6 cue ol erroneow or 
illegal ooUeotion of tho w will appl,y to auoh rclundt or credits. 
Th'!IJ all claims lor .. ruod or enodil ol tho Federal tu

1 
buo<l on any 

c~i&. alJowablo under aootion 1601, muse. be ft.led witlun 4 .J'eAra ncxL 
alter the payment ol ~be t.u. In addition, Ule amount of lba refund 
or credit. of tho li'~cra.l lax (i.ncluding pena1t.y and intertll, if an,y), 
baaod on any credit. allowable under soeuoo 1001, will bo limit.od to Lho 
portion ol tJH1 Lu1 paniLit.y, or jnt.ercat. paid during tJ1c 4. years irnmo­
dintaly preooding tbo f~ of lbo claim lor rclund or credit, or i! no 
claim waa fllod, then durwg the 4 ycara immcdiat.oly P""""llng tl>e 
allowanco of t.he refund or crodit... No int.ar(l&l. will 00 J)&id on any 
auch refund or c.rodit. 

S&CTIOW 602. Cacon• .A041NI'l' FEDERAL UNEW"PI..OY'WilST TAXII 
roa y,.. .. 1936 TO 1942 

This aootion liberali- the eonditiona ol allow....,. ol eredi• oalnat 
tho Fedora! uncmploymcn< w impoacd by title IX ol tho Social 
Security Ae~ lor tho calendar ,...,.. 1936, 1937, ~ IG~. It alao 
CO'ntinu8 W11.bout. eurtaJ1mwt, for purposes ol e~1&. lplftlt. lht W 
imPOOOd by tho Fedora! Unemploymcn• Tax Aot !or tho calondar 1..,.. 
1939 to 1942 both incluai•o IM apoc:iallroatment IICOOrdod under 
existing law (n tbooo euca w!..,. tho .... ~a of tbo tupayor were ill 
tho custody or eontrol ol a eourt during tho.ai>OCiJiod pcriOrlo •• 

Under au'-tioo (a), paragraph (t), ~~~as allowoblo .•lltUnal \bo 
w lor 193&, 1937, or 193li i!"poaed by title IX ol tho Soeaol Seounty 
Act lor eontributiona paad mto a Stat. uncmploym••• fund •• 11!1 
ti.mO, •ubjecfl in ~he cate or a rtfund or credit. of the t.u lO lho -l·year 
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period of Umitation p,_,.;becJ by .ction 3Sta ol tho code Soctioa 
I GOI {a) {3), U a.moncled by 1100tinn 801 Of the bill, CODtallll ..;mparable 
prooiolono wit.b ..,..,... ~tho lax lor tho calendar y ear 1030 aod oub­
aequtnlcaltndar ytar~. li tho contributinno are paid a lter D~mbu 
e. 1040, t.bo ~il againot t.botax lor 1938, 1037, or 1038 on account 
or ouch contributiono il limited to 90 peroent or tho amount which 
would hue ~n allowable if t.boy had been paid beloro t.bo due date 
of tho Federal rolurn. Paragraphs {2) aod {3) of oubooction (a) 
provide in opcciol c...,. lor tho Ollowanco of orodit, which io noteubjoot 
to tho lo"8!'lng limitation. These paragnpbo continuo without 
curtailmonttho relief borotoloro J!"lntod in lh- ..... by 11001ion 002 
(a) (2) and (3) of t ho Sociol Socunty Act Amcndmonte oltOSO, aootion 
701 (a) (2) and (3) of the Second R evenue Act ofl040, end ooolion 701 
(a) (2) and (8) of t.ho Rcvtnue Actofl94l . 

Tr,c exi1ting law ,provides, with respect to Uul. cr-«ltt agalntt t.bo t.Ax 
impoood by t~c ~'oderol Uncrnploymen~ Tax Act. lor tho colendar YW' 
1030 and oubaequent calondar yenn, that in 4hooo CAiea whore lbe 
...... of tl•e wpayer are in tho custody or control of a oou~ during 
the poriodo opoci6ed in the p.....,.t.-.tion 1801 (a) (3) of tho code and 
aectoon 701 (b) (2) ol the Revooue Act of 1941 tl•o taxpayer may 
pay tho contribution• to the State at any time and obtain luU erodit 
agsinot lho la.1c lor aucb y .. n. Tho allowance of ,..rund or crodit of 
the tu in auch caaea i8 subject to the 4-yt-ar period of limitation 
preacribcd by teetion 3313 of t.be code. Sutioection (b) continuea t.bia 
apociol ,,..tmtnt without curtailment lor t.be ealondar years 1030 ~ 
1942 beth induoivo. 

Su\,;;ttion (c), paragraph (I), provid .. lor rot undo and crcdita, 
without inter .. , baaed on t.bc crodit allo..-able under oubeoetions (a) 
and (b). The law \including statutes or limitations or other 'lime 
limHationt) applicnb e in tho case of erronrous or lUcgal eolloction of 
the tax will apply to ouch refunds or crodita. 

Paragm1>h (2) or subsection (c) pcnnito refunds and cr<!<lila of tho 
tax impooe<l by oootion DO l ol the Sociol Soourity Aot or ooolion 1600 
of tho }!'odcml UnrJnployrncnt. Ta:( Ac~, btl-Sed on c:rcdit. for contribu­
tions allowablo under this section or section 1601 of tho Jo"'OOeml 
Unemployment 'J'Ax Act, as ttmC'oded, in thosa euea where by virtuo 
of tho diallllowaneo of a claim lor refund or credit prior to tho dolo ol 
the enactment. of t.bis act. the allowance 'Of1ucl:a cia 1m would otlu~rwise 
bo oonaidercd orronooua under section 3774 (b) or 3776 (b) ol tl1o oodo 
At tl1a tirne IUeb claim is alJowed. No interest will 1>0 aJJowod or 
paid on the amount. of any 5Uch ertdit. or refund. 

Pars graph (3) olouboeetion (c) pennits ref undo, credita, and abe to­
menu, .. •itbout. iut.trtrat, butd on the credit. alJow-able undtr t.his 
-.ion or oection 1601 of tho Federal Unemployment Tax Act, u 
amtndtd, in tboee catea wl~ an olfer in eomprorniM with m~&. 
~ t~o t.ax (or ponol11 or intorost in connection thOI't'with) im~ b.r 
*lion 001 oltbe SOcial Soc:nrity Ac~ or aootion 1600 oltho Fed.nl 
Unemployment Tu Acl bas been aceepted prior to t.be da~ ol t.be 
... etmtnt or thio •ct.. This provision penni1o t.be -poninr ol caaeo 
compromiacd prior to tho aboVt»mentioned da~ ao u to •llow refunds, 
ered1ta, ond ab•t<>mento buod on credit allowable under tho new 

• 
' 

CD 
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Ia~ whkb wu no~ allowable undo< the taw in to,.. wbeo ~~ - ­
D1110 o«or: ...... ~.led. The ..... fllldodi.oc U&tllteo ., linU~a&IOM 
or oth~r tune hmatau~) applicable in t.he cue o1 ftTOnf!OUt or iUtDI 
collectoon ol the tax ••U appl,y ~ 111th mundt or crodita. VD<Ier 
I"""'"! Ph (8) the t.mouo~ of tho refund, erecli~ or abatement will be 
detomuned u though an offer in too~promiJo had not been .-pled 
except. thaL ~1\Y am(lunt. paid by the taxpayer under tho comprom.i.t 
~grooment Wllt bo tl't'ated u a payment on """"""' of thew (lodud­
mg_pe.nal ty and int~rc•t. in eonnaclion therewith ifan

1
) 

Poragrapb (4) ol oubo«tlon (c) provideolbat ~n and alt.or the dat.o 
of the enactment of U1i1 act no re.rund CfOOj~ or abetement. ahall be 
alt~wod whlc.h ia b~ on any crodit .rlowoble undor 11rior roliof loda­
latlon, tJ10t 11, aoctoo11 701 or the Rovenuo Act ol 1041 . Tho relief 
granted undC!f auch .logialat.lon it continued withouc. curtaitment. by 
t.bit ~ect!on and ooctlon 1601 of the oodo, u amendod by ooetlon GOI 
or lb11 bdl. 

DETAILED DISCUSSION OF THE TECHNICAL PROVISIONS 
OF RENEGOTIATION 

A. WAa CONTRA.cra Pale& AwVITMD'I' BoA aD 

The bill Ollabliabeo a War Conttaeta Price i~\JS1mtnlllo&rd1 ~be compooed ol five m""'bet., ooo ol whom be the Cbainnao, 
who shall be elecled by t.be olher members. 

Mfl!lbcraMp.- ho mombers aro 10 be ollicialo or employ- ol ~ 
departme.nt.t concerned wi&h the renegotiation, one tG bo appointed 
by t.bo Soc:ret.ary ol War, one by the S.Cret.ary ol lho Navy, one by tho 
S<cretary ol 1ho Treuury one jointly by t.be Chairman ol tho Mari­
LimeConuniuion and the Administrator or the WarSh.ippi111 Admjnj_.. 
lration. and 0116 by tbo chairman of the board or diroot.ol'l of t.be 
ReoonsLruoLion Finance Corporation. U i.e to bavo an official a-.1 
which oh•ll bo j'udioiolly 110ticod. 

J.txoatlo1~.-rr l O prioclprd office is to be in Washington, and '"may 
eat.ablisb fieJd officoa for t.bo purposo of carrying . on ic. work wlt.b 
which contr&etort may doal wilhout tho neceuity of ooming to 
Wul:aington. SubjooL 1.0 the civil-tervice Jawa and tho Olaeeiflc.at.ioo 
Act. it. may appoint. Dt!CeiiiAry employees and fix their ooroponaAtion; 
and with tho tontent. or the be&dl or departmmll or agenciet 000• 

cemed wit.h rentgOtiation, may utiliu. the aervioea of offi0«1 or ,em· 
plo_yMS of the dtpartmtnt.t and make ~bunem~t lor .•~ch tenlOOt. 

IL il eon.....,pla~ by lbe bill t.baL t.b11 board will ulih&O tb~ ~o 
m..,binet7 whieb il now beiug naed lor t.be p~ or ..._,..~~· 
In faet. rtpr.ent.ativM of the dtparimtots ha,·e mdteated l.bu dUt • 
t.beir .;,n.....,pla~ aelion. A oentrol board was reconlly oe~ up by 
t.be departmenll concerned bu< ita principal PllrJ>C*. ia min<:~.~ 
tlfec.tinc a moft unifonn policy iD the determ.w.ahon of ~•• 

-~ ·--v.,;., 14 rtJWgotiall -lmd•.-IL sha!' be lho duly of t.be ...... rd 
wbanevtr in itt opirUon amounta reettved ~r accrued und~. ~ 
contraeta or tubconlrae&e may reO~t. exoeuan profit.t to uut.i•te 
renegotiation by givlng contraeton or aubcontraeton rouonable 
notice by rtgiaW.re<l mail of a time a.nd place for a conference. ,At the 
conference tho Board ia to endeavor lO raub a.n agroe_meJU w•th t.be 
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001\lrt.e\Ot walh reaped '-0 the eljmine•toa ol eaee.it't pro4Lt bida 
have bOM n•eliaed or aro likolylo be rMiiaedil UICI oilier-b!nn. 
r<prd 1o lhe olendarcll .. ~ up in the bill. iL io .....W. 1o -.1o ....,.. 
an ~mtGl, the Boord m&J' detemlioe by order (llllila~y) tbe 
amount. Upon ent•rinc inlo an ..,._.,, witb the cootnetor or 
U.o maJdaa of a u.oUa~ doterminauo11, tha Boanl aball1101ify 'tba 
Seoretar:r or bead of tbo dep&rlmenL concerned, aod tbe bead of tho 
department io authorised and direeted by the bill 1o oliminale lbo 
exc ... ivo pro61.o oo found, eitbor by reduetiono in U.e amount.o othet­
wie~ payable or rovilion of tho tenm of a contract; by withboldiog 
from amounl.o otherwioe due; by direeting the oontraelor 1o withheld 
from &mount.o duo ouboontraetoro; by rooovery through "'P-,ment 
crediL, or auit; or by any oombination of lh<JOO mothodo wb1rl1 tb~ 
bead of tho department deems dNirnble. Ao to lb ... amounl.o tho 
lao&d of the dcportmont concerned may bring act.iono in lbo appro­
priate court.a of tho United States to recover tho exCMaiv& profit. de­
termined if not withheld or eliminated by oome oUaer method. The 
ourety on a contract or ouboontract is not to be liable for repa;ymcnt 
of iliiJ. .-ivo pro61.o. Contraet.on and suboontracl<>rs aro in­
demnified by tho Oovtrnmrot against claimo by any ouboontractor u 
to amounl.o witlth<ld. 

Th6 Boord ia to rtnrgotiuo with ,..plet to the ....-..;ate of the 
amount r«ti•ed or accrued under the eontncla oraubeoratracta during 
1he fi.ee&l ytar of the eontraetor or aubeontnetor, and not. wi\h rtepecc. 
to amounta rtctivtd or aetrufd under eeparate coot.neta w sub-­
oontracu with tbe department.o, except that at the requ'* of lh.o 
oon\ractor or aubeontra.ctor the Boud. may exercite ita powm IIepa.. 
rattly with rrepect to the amouola received or ae(D'Ued under one or 
more tep&rale contracts or subcontraett or -.vith retpect to ciUHI or 
eontrael.o or ouboontra.:to p...,..,.;boo by regulation• by tho Board. 

S1al.,n,.l lo b•fu111iol>.td «101lrodor.-Tbe bill provide. tha' in mak· 
ihg ~ dttennination with N!8poet to exce&~ivo profita whether the 
dOI.erminntion io bilnteral or unilateral, tho Board ohall, if requ"'ted 
~ tho contractor or aubcon1ractor, rurniab a stat«nont. as to eucb 
det.erminntJon, ICUing OUt. tho f&Cl$ used 81 a bui1 ror the dttonnj .. 
nation1and t he Doord1a rouous for ita findings. However, th& atAf.o.. 
mont t auo furniohod io not 1<> h6 allowed in evidonoo or conoidtre<l by 
the t.u oourtt of tho United Statoo (which enotbu proviaion of tbe bill 
providNsb&IJ make a dttt'nniuation de novo u:ndf!l" certain eondit.iona). 

B. Rrolt1' or DtT&RWIS'ATIOS aT T·at: TAX CotraT'~ TH& UMrTco 

SrAftl 

Under fXIIting law tla.re it no right of ap~ or qvie•· • •b..-eby 
the COnltaetor may ha'•e the question of b1.1 exc.-1ve profita ,..... 
detmnined. 

Your oomanill .. btll .. tabliabN this right both u to ronogolialion 
adjustment• alreadv made and renegotiation adjuaunent in conttac.W 
eni.Ued into alttr June 36, 194.3, the eBective. date of rf!lt(JOU~tion 
proeedure under the newl7 t~tabliabed War Contracl.o Pri<e AdJust.­
mtnt llo6nl. Tbe proceeding before Tbo Tax Court ohall be a pro­
ceeding do novo, and no\ a review of the Board '• determination. 

An1 oont,....t<>r or •uboontractor who leola aggrieved by an order 
ol the Jl.oanJ (a unilateral determi_nation) determining an amount or 

• 
•• 

• 

exee.ivo P"'ftl.o '-'•ed or -.ued by lht --or ouboontnc­
"'\r, ~r bysueb ua ordor ollhe S....t.ary in de~ • fair • 
'!'t.nm 80 dayo after tho eo try olaueb order or unilat.eftl d~ 
lion, may f!le a petition with The Tu Court of the Unil.od Buteo 1w 
~ r:ed~tt!""matlOn of aueb pro&to. Tho~ eourt will hne .,..lual•o 
JUriadt,ction, by an order, to make a final determination u to whether 
~tve profita have. been received or a.cc:rned, or whe.thu a fair 
pnco bat ~n dotermmt'KI, ~nd The Tax Oourt.'a deUrminatlon may 
no~ be revu~wed 0~ radctermmed by any other oourt or &aency, The 
cour'b may daWmuno en amount.leea tlia_n the. amount. detenninNI by: 
tho Board or by tbo &'<rotary, •• the .... may be or equal to oal 
greater U1an tho amount. so d.etumined. • 

Tho prooeedlng II<>! ore Tlto Tax Court oball noHe t.ruled u • pro­
ceoding I<> review l;ho determination of llle Board or Sooret&ry, l>u' 
oh~l be a I'~ de novo. Thut tho court mt)" adduce any 
eV>denoe wllaoh it ..,.. 6tln making it. determination. 1~ ia providtd 
lbat the contreolor or tuboontractor1 ao the .... may bt ia to bo .. 
th~ burden of goiOB fo,...ard with lbe eridmoo, wbt~ u to tho 
t.x11tence of e&:OC!IIIve profit. or u to the amount t.btnol. The 
burdfft of the proof, bOwenr, may be upon tho 0ov0111J11fnl or 
lhe contractor or 1ubcootnctor accord~ to the ooUI'\'a dttMDina&.ion 

It ia pro•ided that tho court sbaiJ have th6 ame poworo and 
dulito, inoofar u_ ia applicable in reo~ 1<> "tho eontractor, the oub­
cont:rattor, the IJoa.rd, the ~. the attewi&.nte of witnMIM 
the production of Ptl'tn. noU... of hearing~. htaringa bolo~ dl•iaiont: 
reoiew b;y Tho Tax Court of decit!i0111 of ilimions, and repor~.o of.,.,._ 
ooedingo, and tuob other powero ao tho eourt baa under the applicable 
seelions of the InternAl Rovtnue Code with ....,peet to a proceeding 
to detennino a dt6cienoy in income tu. 

Tho mina of • pelition with the court doeo not operate to .,.,. the 
execution olan ordtr of the Board or Secretary whh reepeot to txCfto­
aive profit. Or rAir ~rice. . 

As to dct.erminat10111 by the Secretary made prior to t.hc c.naetmc.n~ 
of tho R-ave.nuo Act. of J 043, with respect. to nfiseat year endlQ# befora 
July 1, 1943, as to excouivo profits, whether or not. the dett'l:rmlnaUon 
iB embodiad in an agreemaot., the contractor or aubcont.racLOr by 
fa.ling a p<~t.ilion with Tbe Tax Court., may obtain a rede.t.erminadon 
with I'Nipo<:t to tho u0<111ive profit& or u to the determination of tl'o 
Secretary made on or after tJ•o data of tlie ~aeunent. of the Revenut 
Ae~ of 1943, with ""Pe<:~ 1<> & fioeal year tnding boforo July 11 t043. 

If the determinot.ion of tho Seer-etary is by.,, agr<emont Wlth tho 
contnctor or auboontrutor ntitber the ~en I. nor the &mOunt. ol 
exee.i•e profito acreed upon, may be taken into eolllidtratioo by tho 
coon in ita det.ennination of the amount. 

The Tu Courl of the Uni~ Statoo is ~Y fitted to dewmi~ 
whu ia fair pri<e and w!.a~ ia fair profit, 'ba~ long beeo .._ed m 
the doterminatloo of aimilar queotions and bemg thoroupl1 equipped 
for thit pwpooe. • 

~ioreon• a dotmnination before The Tax Coun ,.,u be of lfMt 
convenience to oont.ra.ctort or subcontracton by J'MIOD of tbe face. 
lbat the Board oll.o tbrougb il.o diviaioos in nriouo loealitleo all. o•u 
lhe UniiOd St&teo. Thus il will not be ~eceoeary fo~ "'\ ~ve<l 
eontraot<>r 1<> como to Wubingl<>n to obtom • detmnmatton by Tb• 
Tax Court. 
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L BliDucmox or TB. A&ll4 or a--.,_ 
1'b6 ameodmoola pro.,._! in your commit._ bill 10 lh1 ~ 

1111ula ao•ornina ~tial.ion of war eon&neta CCIDIIidll&bly ~­
lht .,..,. or ...,....,tiabilh7. 

l, DICJl&UII or TB..B &P"ECIF1C &x.&IIIPTIOM '1'0 IIOt,OOO 

or tho amtndmcnla reducing tl•• .,. .. or renogoliation!.~h· ODe 
incrcuing the UUiing t pocifio OXQJllpliOD of 1100,000 lo lOW 000 ia 
of m~jor importance. H tho &ggregato of tho amounla roooi~ed or 
aocrued In tho fiacal year or U1e eontrarlor oreuboontraolorand peraono 
under tboir control do<oo not cxeooo $500,000, aucb loii)Ounla are OJtcllllpt 
from rcnoaotiutloo. 

The oxilling opooifie exemption of 525,000 reJatinr 1o oo-ealled war 
eontrael brokoro rcmaino unchanged in tho bill. 

I. DEPlNITJON Or SUBCONTilACT 

Tbo field Of Opl'l'ltiOn Of the ren~tiatloD lUlU!<! it further N'<fueod 
b7 tho definition or "auboontraet' in the biD. Under tho bill, the 
term "eubeontract." mea.011 any purchase order or ~n~nt. (other 
than a eontraet "ith a depuunent) to make or furilitb or ptrlorm 
.. , pari or tho work required lor the making or lurnitbing or a 
oon\tae.\ item or I component article. A uoont:ract. i~u it de6oed 
co mean an1. ar&ie:fe, ,.,·ork, stn•iees, building, atruet-ure, improv• 
ment., or ft.eilit.y contracted for by a departtr.ent and a "tompooenL­
article'' it defined to moon any a.ra.icle which is to bo incorporated in 
or u A part. of A contract item. The tenn 11arlielo'' is drJiru~d to 
mean any mat..criaJ, par~, assembly, machi.ocry, oquipmeol, or other 
pei'I!Onal property. 

For oxamJllo, undt r Lhc abovo definition, suppose. tl1o \Vlr Dcpar"" 
mc.nt. oontracta with X ror 1,000 airplnnes. X, finding ho cannot. 
produce 1,000 )>lanes in U1c tUne required, subcont.rttcte wit.b Y to 
furnish 600 or lbo airplanes complct.o for doUvcry'ywhioh X deliver~, 
ao J)roducod by Y, to the Wor Dopartmcu~. '1 tuboontraol ia 
rtnc~tiabla ftt A oontn'<:~ ite.m. 

Uoder the now definition of auboontn.c~, factory 1upplie1 1ud1 na 
t.oolt or aqui(UDent, t.rpewrit..ers, business machines etc., aro exempt. 
from ron'YI'?t•ation. Tbe loUowing eJ<&mplo will iiluJiralo the oeope 
6f the artiCIN 00111inf. within the DeW definition Of oomponent artlcJo. 

Alluroelllattho" ar Department eontraela with A lor tho purdlue 
or I O•neral ShtnnAn tank. A eontracla with B lo lumiab the pial<!~ 
and with C 1.0 lumiab lllo molora. B eontraela with D to furnish the 
ate.l and C oontracta with E to lumiab the e&l'bureloro lor tha motoro. 
C aJao oontraeta with F lor the alwninum producla to be used in tho 
oonslnlclioo of tho motors. 

Suboontraela for the putcltase or all or lbeoe articlN are oubjceiiO 
~f'C'Oliation b6cause they_ are incorporated in or u a pan of the 
oonlraet it•m which Ia the General Shennan tank. II C

1 
wbo hao con­

lrocl<!d to fumiab tho motora, conll'acla with 0 for lawN to be uood 
in making parll or tho motor C'a conuac~ with 0 ia no I rentgotiablo

1 
lor tho re.,.o thai it io nola oonlniCL lor an article to be iororporatoa 
in or at a part of a coo tract it.am. FOr the s.amo rouon, ir ~C010treot.t 

• 

• • 
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wit!' B lor oorno,lleti lor lba latba, O'a ...,.....,, wilh u it 1001 ,_ 
goliablo.. Aloo, 11 8 , who eon ~~seta to IIII'Dilb aiHI platea to A -
lrllcta '!'lh I lor t1~rjloro and b.._ maebi-. that-~ Ia 
no• oubJootto ~liauoo. lA other words on1r an end prodi!Ol or 
produo~;& !fhioh will rotu into an eod product will ba oub'-• 10 
rent~tl&tiOO. ~ 

The obal'\ below wiD illuotrale the above oxamplo: 

~ ....... """*'...._t•U.~ ... .._.lnrti ... JMttt.....a.CIMI 
artkl-. t«.. eM,....... ...... tncu . ... &le -.t ~ .. ......,...a.. 
I . IVBCONTL\C'f't VlfDU UltM-rr Pll.IJO CO~CI'I oa 10'8CO:rrrt.40'1'1 

Under oxiotlng law, eonsideroble confusion ,..ullo !rom lba fact 
thac. a tubcontrac~ may bo tubjoer. to ~egotiation evt:n though tbe 
p_~im• contract. or any intermediate aubcont.n.c&. may nor. be tO aubjacr.. 
TI'e bill ucmpca aucb subcontracts as a~ directly or indireclly undtt 
an ~cmpL contract or eubeontracr.. 

4, CON'1'J\ACTa WITU OL\OANllATIONS t..··o .. JIPT •nOM INCOiiC TAX 

There aro aomc inata.ncea of contract. or aubcontraeta with roligiout
1 charitable, oducatiooal~ and athc.r O!}tanizations o( the ty)JO dcac:rlboa 

in sootion 101 (G) or tbo Int.c:nual Revenue Code, which enurneratee , 
Lhoorgan. i1ation.e oxcmp~ from jnoomo tax under tha+aeotion. Tho.hiU 
•peciflcally example ~ntracta and su~n.traote w.1~1 auch oraantta-­
tJona from Ole opor&L1on of tbe rencgotiatton provwona. 

I. &XIWI"nON or AORICOLTORAL OOW.UODtTIEI 

Tb.e existing law provide~ for DO aemption from reotgOtiat.ion or 
agricultural eommoditi .. u ouch. The bill oxp.-l,y mak .. lba 
amended l'ro•iaioDI inapplicable to contn<:ll or oubcontracla lor •uc!> 
commoditu• in their raw or natural atateor.fm the e&M~f com~a· 
lieo nolCUitomaril;r oold or bomg an eotobliobed markttiD Ibm raw 
or natural state) in the firat form or ata~ ~J!>nd the !'*'! or nat~. 

The definition or agricultunl commodiu .. Ill the bill II broad, ... 
eluding not onlr producll or the culti•ation or the ooil but aJao upo 
ond gwn1 of t,..... animols auob u cattle hop, poullry and abNp; 
fith and marine Ji/e; and the products oflivo animAls aue.h u wool, 
<'ggll milk and ere om. . bl lb -'­

c.:nned ' boUied, or pocked lreab lru•ll and vegell , N (or ..,. , 
juicoo) which oro cuotomarib' canned, bottled, or packed mlbe IIUOil 
of tllcir h.a.rva~~ an alto uemptcd. 

Regraded Unclassified



80 ,... wv•oa Ill£ or •••• 

t . &X&llrt'ION' OP ITA.H'D,Ail.D COII•&ACIAL AaTICLU 

Tho Board it auloborlted in ita diterotion to uemp' 0111 CODtne' or 
tubcontne' for the makiar or ~of • ttaadard ............,lal 
arliole if, in IIAI opinioft, oOnnal .,.,.,..Uu•e oo"<<iliont lllreclinc lilt 
tale of ouch art.icle ui". 

A "ot&l>d&rd co~rcial an.iele" ;. dt&Ded in 11M biU • an ortiole-­
(1) ''Whlch ia not apocitJJ,:r made to apeci.6calioaa fu.miahod by a 
de~t or by anothtr oootr&ctor or auboool~tort' 

t2l "Which io idontlcal In o•ory malerial reapec' with an arliolo 
whtob waa manufae-tured and eold, and in I'!Deral oi'rilian, induatrial, 
or commercial uso prior to January 1, t9•0i" 

(3) " Whlob io identic&l In every material l'ftpec' with an articlo 
wh1oh is manufac~urod and acld1 as a cOmJ>'!titivo product, by more 
thAn one ma.nufael~r, or which ia an artacle of the aame kiD.d and 
having tbe -.me UICI or \11M ae an article manufactuf'lld and told, u 
a com~titive product., by mon> tlan one manufaclun>r, and" 

(4) 'For which a maximum price baa boon .. ubliahod and it in 
tlfoct under the Em~tncy Price Control Act of 1042, u amended, 
or under the act of oet.obtr 2, 1042, enlil.lod 'An act to amend lllo 
Emergoncy Priu Control Act of 1942, to &id In preventing inllation, 
tnd fOr other pu.rposo~/ or which is sold at. a price not in exeaea or 
January 1, 1941, ecl.Hng prico." 

An llr~iclo mado ln Wllolo or in part or IUbl~itute matoriaJs but 
othlll'Wilre identical in overy mMeri&l roopect with tho &rliclo with 
which it is compared under aubparagrapbo (2) and (3) il to be eon­
aiderod u identical in ovory material roopoct witb tucb arlicle with 
which it it 10 com porod. 

7; Dl5C&ETtON'AAT EXEl(PTION OP OTH&I ARTICLU 

Dittretionary auiliority ia abo given tho Board to '"'emp' contracll 
or tuboontract.e for othtr than st.andan! C'OtnnJcrcial articles if, jn tho 
oytnion of tho Board, competitive conditioua Affecting tho making 
o auch contract or aubeontract aro such aa aro likely to result in 
t fr,ectlvo competition with reepect to tho contmo~ or auboont·rAcl. pnee. 

t . IOBOO!'fl'1&.CI'8 WKI.RW: PROPIT'I OTKEJIWI&& RCNI001'f.A8L:Z CANNOT 
It; IXQ:&E.G4't0 

Dilcrttionuy authorily it abo gi•en tho Board to exempt any aub­
<!'n!"'C~ or group ~f.aubto~traciAI no~ otherwiao oxemP.t from rtnog<>­' 1auon 1!, m 1te opu11on, it. 11 not. administratively fe.utbl& to segregate 
the profits atlributeblo lhcroto from profiiJI attributable to nonrtno­
gotl•ble bu• inel8. 

U. Dm&.fi.WtHATroM o• E.xouetvll P'Rorm 

1, IUNOA.'I'ORY 8T4TI!l.tlll'l'e O P co.rl 

Tbe bill ~uireo evtry contractor ud auboontnetor holding ,_: 
~ or aubc:Ontrae~A~aubjoet. to the pro•ilion• of the at.alute to 61~ 
wuh ~ Board, a l ouch umo or timeo &nd i.o aucb form and dol.lil 

• 

• () 

a. n .onn 
War contract profiiAI ""' defined by the bill to mean the oxoeoa of 
~ •mo~t receav~ or -.ocru6d ~nder tuoh oontracta onr the eoet.e 
p11d or IOCUI'I'<!d With roapect thereto. Coote that ore unruoonablo 
or not properly c~able to tho contract or aubcoatract in tho 
opinion of the Board or of Tho Tax Court ollho United Stat8 u tho 
cue may be, ""' diaallowed. Subject to ...,_ qualifkationo' i<ema 
~f lllo ~allowed u doductiona or !"'cl""- in coinputlng oat anoome !or m.oome. L&X pul'J)OI8 an, tnth the ~Uon of \I.Xl!lt 
mMIUred by income, allowable to the -• lll&t they ""' allocable to aucb cont..ra.c.t4 or subcon\l'ld&. 

All item~ olllle ebaracw allowed u dedueticoa Uld excluoionJ for 
income and oxooeo profiiAI ta:rea (including t.be cum:nt amortiution 
deduction), to tho OJ<t.ent allocable to such oont.raciA and aubcontr&cte 
allowed u itA>ms of COlt.. Fodoral!Axea are not allowlll>lo u iiAllno ol 
cost. Altar the exce~~ive proGta have been detennlnOO, however, 
Cnldi> il allowod for any income and exoea profiiA t.uoa poid with 
roapeet therotA>. 

&ate ine«ne t.a.xee Uke-.:.ise are di&allowed u &4 iw;m ot eo&L bu'­
tho bill provideo f<>< a proptr adjuatmeol; in de1<r1nioinc the amount 
of u.,...;ve profiiAI lA> be tliminatod._lor such wea atLribulable lA> 
tbe nonex~n port.ioo of profita. Yor example, if l.bt amouna. due 
on a contrKt ;. $1 000 and lllo -t, exclutivo of Stoto or Federal 
income tax, $800, ibe profit would be $200. Suppooo it ahould be 
d61<!rminoo tha~ of tho S200 ~rofi1 $100 was .. ...,., .• , •ud SlOO no' 
cxcc•ive. ln determining tho nmount or ~O*ive profit to be 
clbnlnnled it is provided (hilt proper adjuslmont. aba.J1 be. made for 
tho Stole income W< excluded u •• it.em of ooot Which i• allributoble 
to tho 1100 not......;vo. If in this cue the SIAl!<! income tu on tho 
$100 of fair profit is $10, thtn this ItO atlributoblo lA> the 1100 of 
fair profit would be eredited apintt tho $100 deunninod to be a--li•• profit reducing the amo•••~<> be eliminllod to .190. • 

Any commission ptreent.aj;o. brolwoge, or conungont Coo paid or 
payable t.o any ~n for or m con.noetion with tho eoUc:hlng or teeUr­
mg by any aucli paracn of • . ooolnct., willl. • dtpar~n,~en., unl- •ueh 
peroon il a bona fide cotoblithod oommerciAI or ael,liu& ~ney ~-­
tainod by tho CODlr&tl.or (or tl10 purpose Of IOOUMg bUilDNI 11 O.X­
preoaiy dioallowed as wet on any contract with • dcpartmen,. 

I. COift ALLOWID TO OIB'l'AIN PROOCIIOU 

To in•ure the equi~lo troatmen.t ol contnclo<l or au~tr&eiA>rs 
producing mineralt, od or gu, or umber, &nd wbo ~ •. rofiDo, or 
IIMt ouch preducw to or tiqood tho nrat fonn or lUte IUlblble for 
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iMuolnal uoe, or wbo produce agneultwal produe&a ood )>~ 
rtfioe, or ll'e&t them lo or beyond tbe lirot form or a&ate in whJeh lhti 
.,., eueloru&rilyaeld or in whJeh lhey have.., Mlabliabed DWitet ~ 
Bo.rd it required 1o pracribe aueh ,...W..ti0111 u may be nee~ 1o 
cive lbe oont....,lor or oubcoati'&C)tor a ooet aUowanee aubot&nhaU 
equivalent 1o the amo"'!l whi~h would hav~ been rtal~ by him il h! 
bad oold aueh produclll w lherr lint lonn or 11a1o. . 

C. A00BJ!OA1'JON OF.CoNT-.ACI'e 

Tho bill providoe lor lhe aggregation ol all renogot.iablo arnounlll 
r~ivod or accrued by a contractor or •ubcont.ract.or u.odar c;ootracte 
or oubcontraclll during his f.a•al.ycar for tho purpose ol determining 
whotla.r they may rcOoct oxcoSSivo profit&. Upon the rcq~otl ol lbe 
oonLraet.or or subContractor, bowoverJ U1e Board may dcli!rm.ino euch 
cpcCOIIOlvo Jln>fllll with ,..poet lo eaeh oontraot or lubcontract., 
aeparai<>Jy, or by groups. 

I. 81'ANDABDS 

The defi.llition ol exceaoivo profilt contained in tho bill &ell! lorlh 
certain laelort 1o bo taken into consideration in tho dettnnination ol 
"""'""ive proli&a. Tho &l&udards pJ'OICribecf are: Ellleioncy, with 
particular nogud 1o quantity and quality ol production

1 
roduetion ol 

costa, and economy in the ~ of raw materials. fa.ciliue., and man. 
po•·cr; reuonatlon.,.. ol ooelll and profit&, with porticular rtgard to 
volume or production and nonn.al pr.war ea.minp; amount and 
oourco ol public ond private e&P,ital employed ond net "'Orthi· risk 
uaumed1 •ncludipg tlte risk ine1dent. to re1.a0nabfo pricing po jciet; 
contribution to t.he war effort, including inventive l'lnd developmentAl 
contribution and cooperation in aupplymg teehoical auietaneo to tho 
Government and to other CQ.ntractoNJ;; chAtacter or bualnoae, inc:Juding 
complexity of ma.nufac.:t:uriog technique, character and extt-nt of 
aubcOntrac:ting, nnd rate ol tum-over; and such OU\or faetors tJ•o 
eon•ideralion ol wbieb tho 1>ubUc intcreot and rnir und uquitablo 
dealing mny Nl(fuiro. · 

I, ArPLJOATJON Or T'HE Stcos·o WAR POWP.RI AC1\ 1f.41 

Tbe Board io granted by tho bill, lor tho purpoaco ol rtnogotiation, 
tbft Sl\mo powcnt with re!!))eel to any oont.rttetor or aubaontrector that. 
any agene,'f deti~nat.M by tho P~jdent to atrciM the powent oon­
rerrcd by title XIII or tho Second War Po•·•rt Act, t042, bu with 
roopce, to any «>ntractor 1o whom that title it opplieabl•. Tbe title 
cit«! c:onfera upon the Cbainnan of the War Production Boord, or any 
BO•crnm•ntal og-y or offi~r d .. ignatcd by the Prtoid•nt,f»."'<rt to 
m•pce• tho plant and oudit the boOks or an7 c<>ntnetor With whom 
• delonae «>ntract h10 been placed at any limo alter the dedoration 
or emergency On September 8, 1939

1 
and borort~ tho tennination Ol the 

Pl'Nen~ war. A dtf~ntc eootrac4 ts c.here defined to mean 1n1 ton· 
tract, IUbcontract, or ordor ploecd in lurthcrooco or tbo dor01110 Or war e:lfort-. 

0. 

' 
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uRf'fttgoliot'" .,.d "t'tfttgotiatioa."- Thtte tenns are given new 
~efinition in the bill and mean t.be dett:nninaUon by aanemen\ or 
Qrder of the amount or profit. cona:idered to be. exeNive. In other 
words the tenn1 lndleate (aa it ad forth in dttail in latCir IMtiont of 
the bill) that. A dcLe.rmination may be by 'A'1lY of a bilate.l"'lagre('ml,\11\ 
bot. ween tho Oovemm~ut. and tho contractor or, in e:aan 1uch an agroo-­
rre:lt canno11 ho reached, a unlltlteral determination of tbo emount. or 
cxeea11ivo profta may be mado by order. 

"Rtprite" and 11
rf.pricin!{·"- 1'heaa t.el'Oll are newly d~finod In l,bo 

bill. They include determination by agreen::&ntor order of a fAir pnot 
for perfonnanco under a oontrae" or aubeontraet. 

t. XOT1CIC OP CONPER.EXcm 

'nlo rtn'COtitlion p~ begins with • notioe ol coni ....... 
given the contractor or auboontroctor 1>1 lbe Board. S..ch • ~~: 
11 to be ci•an wbtoeYu, in theopinionoftheBoard, amounu ~~ 
or &OmJed undu eoot.ncW or aobeontraeta may Idee' ,exoo.cv• 
profito. The m.oiling ol the notiee by ...p .. rcd mail oontutu..,. lho 
commencemmt. of ilio nnqotiatian ~~ 

1. AORCDII.:O."T OR OB..OU OF TID BOAaD 

The conferenee between lbe eonuaetor or subconlt'ae&or and tbe 
Boa cl ;. for tho purpoiCl: of arri~·Lng at. a final or oLher .&il'tf.,nt. 
bet..;een tht.m with m.peet. ~the am~~t,;: ~~·n!::Ji.':~C;ia!:i 
In the event. an &g;rct:me.ot. 1' not. unv ' ·r bf orde-r 
to d,et.ennino t~\o •.mou!lt. ol th~ex~pB~~~e:'~~ f~~fhw1tl' give 
Jr tbo dc~nmnALJO~ 18 by 0, er, t

6 
~n.lraot.or or aubeonttllotor. 

notiOG thereof byr robg,.Dtc':!:t""'·'~ t.oa ~ont..ra.etor or auboontraotor may 
.Agroomontt o t o o WI • a 1 to auah (I(Uit ra(u, or 

cover auc.h put. end future P<'!h1s, may /~~dition1 aa ll10 Dotrd 
oontract.J ~nd 1m,~y ~nlatcl!'u t~.gtte~~:t.W:a oonduai\'o accordina t.o 
doe.m.t adv111.b .c. tl 'Y ... ~~ r fraud or malleuance or a w~Uul 
ita t.ermt and m )0 A~n~e 0 · lball L be reopened or modified 
milrepreaenl.etion or a mbalf":!Jfi~ or sc~o ASide in any tuit., act.ion, by tho Oo,•crnmen~ or m 
or proceeding. 

t . I'TATE"KDT OP TJJ~ Dln"''Jt.MINA'1101f 

. lh6 Boord eilhcr by agretmBI~ or O<der, 
Upon 1 determinouon ~r &ta, the Boord is requirocl, a~ lht 

of the amount of t'.l~l"e ~ tor u lhe caae may bo, to 
reQUMt Of \he COO\I"Ktor OT IU~r~ det~rm.ination, or tM fac\a 

=r:; .b!~'O:f!,'!:~f!}t:he reatODS underlying h. 

I Wl.UIIlU.nOX o r EXCEsalY'Z: PllOnTI 

' • . . roceeding it the authori&atioo 
Tbe next step in tlle rtnegoliat•on Pta to t..l imina\Al' lhe exae-.i.,• 

and dir,..•ion by tho Doanllo the ~~payable to lho controetor, 
profilll by reducing U•• omounlll o e 
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by wilhl•olding amounla otborwioe duo tbo OODtroetor, by dir-oet.ing 
0 conlrl<:tor to witbbold from a oubcontroelor llllOunla olhorwioe duo 

him, by roco'VOry from tbe COOinlelor or ••~lor tbroup repa;r­
menl., eredil, or ouit, or by A.IIJ' oombinat.ioa of tb011 motbodi thouC)It 
deoirablo. 

Io the event tile determination it m..te by tho Tax Court the oam
0 method it loUowod by the S.....t.ary in elintinotlng the' exceui~o 

proJito determined. 

f. CVaRINT PJUCtHO 

Wbenev<r tho priC<O under '"I OODinlet or oubcontroct excoodo a 
lair prioo, in tbo opinioo of tbo Secnt.ary of the COOirl<:linz deJ>A11.­
meot inte,...~. the Secretary III&Y ""!Wre o,.otialioo to h a lair 
priee. 11 no .,...., .. , ia reached, tho Secretary may by order fix 
the price which be detormineo 1o be lair lor performonee under tho 
contract or aubcontrac~ alter lho date of the order. Tho agreement 
or order may pr1!8Cribo the period during which tl1o price fll<od thereby 
shall be cfrocto~o and may oontoin ouch other termo ond coodkiono u 
the Sooret.ary d~ma •r,propriat.o. 

ln del6rmoning tho air prioo, tho Secre~ ia required 1o take into 
consideration tho aamo facio., u oro required 1o be considered in 
detezminin& uco.i•o proJito and tho detormina~ioo may be eBeetu. 
atod by withholding by or lor tho accouot of the United Stoteo lrem 
amounts othe..-·ise pa.r.able to tbc contractor or eubcont.rac«>r. 

Thlo pricing outhonty m•y be excrciood with reopeot to contract. 
and subcontract. ocparatcly or as a group. 

7. REVIEW BV T'HC DO.UlD 

Any oootnct.or aarie<od by the dociaioo ol a di•ioioo of tho Board 
or or any offieer or ageney to " 'hom it boa delegated ita powero, 
luoctiooa, or dutieo, ia entitled to a review thereof by tho Board 
upon requeot tl1eroror made within a ~riod to be ll't'Cified by r~u· 
!&Lion or tho Board. Tho Board io ~mpowerod to d~ogato any Ol lie 
powc,., lunetiono, or duties to t.bc Secreta')' of a dcpatlmen!:, wbo in 
tum may delogaw to such oflic.., or "JODCitl of the Uni~ "tateo u 
he may dooigoate; auOC<l&Si•o redeltlgatlono olauch poworo, luoctiono, 
aod dulieo are 111a0 aut~rizod. Tho Board may alao, on ita own 
motiont l"l'Yie-w a decision of an,y di .. ilioo_, office.r, or agMey to whom 
delogat- bu been m..te . .. 

l\' . Rl'Bz'l't:R.MINATION av Tu~ TAx CouRT 

1. DE'I'ERldJNATION8 Or 'I'UE DOAJtD Oft or A BEC.RETA.RY WJTU k&BPECT 

1'0 I'"JS<IAL YCAR& t.NDIN'O AftER .IUNB 10, 1kl 

Any COiltJutor or oubcootractor •••ed by an <><der of the Board 
delenoining the amount of hia ox._.ve proJita or by an <><der of the 
Secretary detennin!nlla lair price with reapoet to afiacalyear eoding 
alter Jnce 30, 19-131 ta pernutted by the bill to IUe a petitioo lor a 
redetermination witn The Tax Court o1 the Uni~ Stot.oo within 00 
daya alt<r the entry of tho order. T ho court i.a gl~en excJu.oivo 
jurfsdiction t.o daWrr:nine the amount. of tbe exceuive profits or tho 

Q) () 

nu acv~uc ltLI.. or uu 

lairprioo, u ~-may be, aod itadetmniD&Iionio 1101 to boaubj ... 
1o review or redetermioalioo by any ocurt or ......,,. 

Tho court may dtt<nnine ao amount of •-•• pt0(111 1- than, 
oqual to, or .JrMter thao ~ &mOWII detenoill<d by tho Board, ana 
Lho nme lat1tude ia given tbe court willi mpeot. to ite de:lf.nnlnaLioo 
ol lair price. 

The bill OJ<p...,..ly r•rovidee thu the proceeding boloro tho oourt 
&ball not. be trcak'<t u a proceeding to review \he dt-t«mlna.tlon 
of the Board or the Secretary bu• u a p~ing do no•o. TIM 
pow.., and dutiao of the oourt oro, in kODeral, tho oamo u thooa sc• e d by it i.n the, CMe ol • prottec~m, to ftdetel'llliDe • tu 
efi~· • be 
The O( a peliliOD with the COW1. doet not Optrale to ll*.7 t 

exooution o an order or the Board de-termini~ Lhe amount. of ~~ive 
profit.e or an order or a Soorota.ry flXing • ralr price. 

t. DETER-t(IN'A1'10M6 OP A 81CRC.1'A8Y PRIOR "tt IN"ACTW£~1' OF 1'HK »ILL 

AHD WITH JI.UPI)CT TO Fl8CAL TI..Utl X.MOlNO 81POil JVLT 1, lUI 

Any cont.nctor or au.boontract.or ICirieYed b7 • dt~Lion. or 
a Secretary mtde frior "' the date or tbo eo&<tment of tho bi!1 '"th 
roopect to any fiaca yeareoding beforeJulyt, !9-13

1 
u to tho•x11t.ence 

of exoe&Sive profit~ whe-ther or not. the determmation b .. bten ~ 
to by him, may, within 90 days ahtr the.('_n&elment or the biU, file & 

otition with tho court. ror a rOOete.nnlna~aon Lhemor. 
p In the euo or a dot.e.nnination h1 a ~"C.retary on or af.ttr tl•o e.nAcC.. 
nent. of tho bill with rospeet. to U:le e.rl.lt.ru\ce or exceu1ve profi.::!or 
~ 6acal year .:0dl"'! bclore July 11 t9t3, any oontractor or au 

61 
•· 

lrl<:lor · ••ed th<reby aod who ·~ no.t agoeed tb.,..to may e a 
-.Ution ~ the court. lor a redetft'nunatton. . 'tb .,. 
fP" 'urisd' • ,.. ADd duU. or the. court ur f l t:r eue 
eur';tJ to th;•;.~; r,..~ .. 08 in tho cue ola petition filed with t~! 

J 1 · rea 1 or A fiscal year g.l\•omcd by tbe etalul<lu propooed I 

~u;m':nd~nmei.Y1 fisc~ Y:J' b,•·:~f bl~~~':,';,1 ~~J!:~~pl~:.~r.. 
that tho other a~nwnmon m. 0 b S.. 

1 
bu been ~ to 

Jn t.ha twent. tho d~t.enninabon ° ~nat~ no:e llli' amount. of exceeeive 
by the oontractor, n~therbetb~ to eonsid""tion by lhe ocurt in 
nlo6ta agned upon 11 lo . on 1ft 

fu determination or u~ve profiu .. 

,~, PI!RIODe or La.wrrATtos 

1, ON COMW~NCEJ.ti!M'I' Or PROC£f!DISO 

• 1 of aey procoodl"i by tho 
The biU prohi.biu tbtho co~~f0:'0:.vo profit& mol'6 t.han,l year 

Board to detenntne &!a:io:! in wb.~b eueb profi.tl were I"'Ieind. or 
al~'tho clooeo~~ I ..J'artorthoeta....,en .. of-._olprod~n 
accrued or more wan '1 iMd (rom the tODuat&or or IUu­

and other linanaial ll,atem"!'tl req&.r.! whichever dal<l it the later, 
contractor hne been filed Wllb the od wlihJo thot period allllabUitiea 
and if th& pf'OCleeding La no~ comm::rc lor ructM&:ive profite recelved or 
ot. tho oontr&etohr oflr oul~:r,t.ri!~uettion are thereupon ditehargod. 
OCCI'Ued dunng t e ... .• 
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I . OJf DJ:I'&IUUJfA1'10X OP DCI:UJTa P80 Pnt 

Jlan ~·o~or order determining U.. amount ol=-ive profit. 
io not mo<lo within I y .. r following the oornm.,.....,en~ ollho ..,,._ 
tiation p~ling, aU liabilitiea or the contractor for U~ivo prOGte 
with rttPfiC'- to Which the proeeed_ing wu commenced &A lherMJpon 
diochAI'(C«I, uc:ept that ilan order is made within ouch I year by lho 
S....t.ry or by an officer or agency d .. ignated by him purouant ~ 
his authority to dol"'f"te, ouch !-year limitation ahall not apply t.o 
review or the onJer by tha Boanf. Provision is made, furtbc.r, for tllo 
ext..cnAion or tha l·y4!ar period by mutual agreruntot. between t.bo Board 
and tho oontrnct.or. 

VJ. Dael'OBITtON or PROCEED& or RENJ:OOTIATION 

1. £XOE88tVE PROFITS RECOVJ!!RCD 

Ao und•r oxiotiug low1 Ill money• reco•·ered b,Y way ol ropaymcnt 
or au1t.. are to bo coveroo iot.o the Treasury u rru.accliAJl(l()UI ~pta. 

I , UCEQIVB PROFITS WITHHELD Oft e•&DI1'J:D 

TI1e bill provides that Upon tho withholding Of ..;y amount of 
ox.,..;•• pro6to or tho crediting of any amount tl>.....,l opino~ 
amount• OLbt"'·isoduea oontnetor thca.mount-10 withhtld or c::redit«< 
io ~ be ti"&DJ!crred to ~~~~ Treuury to lho credit ol milcollantOuo 
rec:eipto, tbut reduciliJ the appropnations r .. poetiYOly available lor 
the oonuacy in QUC!IIf.lon. 

I. CREDIT POR PI:DI!RAL INCOME AND EJ:CI88 PROPrrl 1'AXEI 

At under ui.til)g law, credi~ is ~ be aUowed tho oontrac~r &g&inol 
any ucea.ivo pi011to ~ bo rocovcred from him lor tax01 paid or ae<:rued 
tberoon. 

vn. An»-tNta-rnA-rJoN 

1. HITAIJL18 111.11:NT OP TUE WAU CON'fJlAOT8 PRJCZ AD1 08'f'.WCM1' BOARD 

A now &nrd named tho War Controcto Price Adjuatmcn~ Board 
is created by tho bill. It is to oonsis~ or fivo mom bert ol whom one ia 
to be an ofllooror emr.lovee of tho \\rar Department, one ol the Navy 
Depertmtnt, onn oft •e Trea.sury, one of t·he Unitod State~ l\{aritime 
Com:milaion or tba \Var Sh.ippinB Admin.ist-rationJ and one of Lbe 
Recon.truction t'inance Corporation. The Clainnan ol lhe llo&ro 
it to be. oloeltd I rom among >II members and tho Board ia to hno a 
_, ••hKlh •IWI be judicially noticed. 

Tho principal offioo ol the Board wiU be in tho Distric~ ol Columbia 
but, the Boerd or any of it. divH;ionJ; may meet aud uem.o it• pc)wen 
at any other plue within the United States. Such numbe~ ol field 
offic:eo U i~ may deem DOO<IOO&ry to expedi~ ill WOrk may be .. tab­
hlhed by tbe BOard. 

I. Dlti.JCOATIO/f IT 'fUll BO.UD OP IT& POWE R&, rvNCTJOMI, AHD D11rl.&l 

Tho Dotrd ia authorized t.o dolcgato in whole or in par~ any ol i!a 
po":N11-, runctions, or dut.iaa (except to review determmations of ex­
oess>vo profito) ~ tho Seere~ary ol a Dopar~mon~. and any ouoh power, 

., . 

• <t 

' ' 

'l'ltl ana oa I1U. or ttu 

luneUon, or duty, may bo dtltgated io "bol•or in part b:r IUm to ouch 
olllcoro or t~Ctm> .. of tho Uo>ltd &ata u he may d...,..to. Tile 
St<!rotary may oloo autho.U.. ·-·• rodeloptiono. 

I , Dl'f'1110SI OP THE SOAIID 

The Board may be dh•ided b1 ita Chairman into di•·lsiona of ono or 
more memb~n and in eaae a div1sion is of moM t._ljan ono, tJ1e Ohairman 
ia ~ deoignato tho ehiel ol it Tho &.lrd is •t.o em pow'""') to dote" 
mino tho cbanct.er of cuo. to bo beard e.nd dooidOO initially by t ho 
Doard through nn offic(!r or or utili1.ed by it., the character or CJ.A~tel t.o 
bo hoard and-decided initiaUy by Ute VILrious office.ra And ~~nciCll AU• 
t.borizod to cx<!:rclaa it. powers, tho cbaraet.er of easee 1.0 hG board A.Od 
dooided init.iftlly by tbo various di,.·i.sions of the Board a.nd tho charao­
tor or OUCI to be beard and docided illiliolly by tlto rulllloord. 

4 . JliVU!W BY 1'11& tiOA&D OP TOE OaD&RS OP A DIVliiON, OPnOKI, Olt 
AOtXCY 

AnJ oontrac~r aggri .. od by a dmoo of an oil'-. 'll"llCJ'..._or 
diviuon of the Baud~- may requ~.a n,-~ by the l~ll Board. Tho 
Boud may a1ao rcrt'icw auch a decwon on 1\1 Oll"D mouoa en: ma1.P~ 
'ride, by J'fiU)atioos, tha\. in the abse:nQe or. l'tqllal for N."~ wnlul\ 
lhe time p..-ribed, the doeisioo of the~. ageoq, or d>YI&l<lcl aboll 
be deomod lhe dociaioo ol tbe Board. 

vnr. CoH,.ucr oauo.nox roa Ra.'i'zocrn.ATION 

The bill autJtorizea and dlreeta t.he Seaet.ary or r:lt.h dopartmf'nt 
to insert in each contrACt made by it 30 d&P,! or more aJte.r t.ho d"t.o of 
e.na.ot.ment o( the bill a p~viJJion under wbjcl'J t]u~ COl\ tractor agr\'C'I, t.o 

repricing and to t.he ~limina~ion ofaxcessivo profi~ tlnough ~t~~~~ 
don· lito to tho rctenLion by the United State! rom amou!} 'd 

;:· :r:n~i':x::U~~~ ~~~fi~al.;et~b~!!a?i::~t ~i~tl:; ~J:~io~ 
in oac.b aubcontraot mad a by hun. • nl.r~~ or 

eu~~&:r~~~1wh~rh: ~~C:~~l!~n~~=~; ~~~h :.Oprovialon 
it. &ball bo OOnttrucd ~ ,hav.o been~ad~ J:,bf:s!r~~-n ev~ry aontraec. 

Although auch provaaton II roq . boo traC-tor will b6 bound 
and au bOOn~, the 6oont1rae::: tb~ ~t.e amount.I!WC'ived or 
tbcrebv only >I tn any aea Y • ~·-,.-
aoeru.<l toto! tbo appUc:able opoeilio exemptiOn. 

JX. ErriC'In'c DATU 07 AwuDw:UTI 

6oeoJ ding alur Juno 30, I 043. F.ueP.-
Tile bill appli"!' to YUU, en exemption of ogriculturol com~-

tiono are modo tnth ,...poet to 0 
042 and tbo rial>• to I'OUlJOn 

itioo, which io tffeetive u o! Apr:il 28, I wbich a pli .. to 6.W ,.,... 
The Tu Court ol tho Uruted S\tt.s. li!eal yeJ. ending on or alur 
ending lM!fore July I, 19-43, u "'e as 
lha~ date. 
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X. TaaMnrATIOM or Ra,.,.zaoruTtON 

Undu mllng l&w lhe renegotiation IOCtion will ,..main in (o""' 
during lbe p,_,~ war and for 3 YMn afw the eod lbe~r. Tbe 
tmnination dale undu the bill ia the date of lhe leminallon of 
hootilillN in I he p,__.~ war or lbe date opeci6ed in a tUJTtM .-tu. 
lion Of Conan- U lhe date endiug lhe war, whichever i.o the Mrliflo. 

XI. Tr.c&NlOAL A.w:JtNDMitNTI 

1. Pft08JtCt7TIION OP CLAlMB.AOAJN&t' TfU! UNI'r'CD ITA1'E& 

'rho billlibcralltCll tho rudoting probibition upon any poroon t .. ving 
tho employ of tho Government !rom acting •• counooi. agent,_ or 
att.omoy for proooouting any claim against tho United Statot. The 
oxi11tlng. prohibltion goes to ~he prosecution of any claim ari•htst from 
any maller dirootJy coonootod Wllb wbich lho peroon io emplo.yed or to 
eucb proe.eoution during the period sueh pe.rwon ie ~npgcd 111 inter­
miU.ent. a.nd temporary employment. in a Departmen~. The new 
provioion changM the period mentioned in lhe 10eond t .. t t.o lhe ptriod 
during which the pereon iJ =ployed in a Department. 

The bill alto adds a new oubeection providing lhat nolbi~ in 1be 
10elion ohall be conotrued t.o limit or ,...trict any authoritr ord110~1ion 
of a Seeret&Jy or a Department under lhe proYisioDJ or any Olber law 
or wilh l"f!!P«&. to lh& making of agreement.& or amendment. or modifica~ 
lion tbtrtOf by mutual &greemen\ or in accordance with lhtir tenn•. 

I . CltiDJT POft DECLARED VALU. EXC&IS PROnTS TAXKI 

Tho bill """'nda th- paragraphs by insertiog lhe worda "chap~ 
28" after the "·ords ''chapter 2A" wherever ihay appear tbe.roin. 
Tho eft"eetol tho amendment is t.o include doolarod valuo ox-profl~ 
t.ax .. paid with lhoeo in ""'poe~ of which a crodi~ ia allowed against 
I'OOOVO-Mblo CXCOIIBivo profits. 

I. AMCN'DWtlNT TO lNTICRHAt. RllV"mNUII 00Dill808 (A) fU CO), (0} 

1'he amendmenL aLrlking out the • ords •;by tho Rovenue AcL of 
1942" from lhio aubparagrapb hu lbo eHee~ of cx~<>ndina IJ>o applica­
tion ollbe definition or tho term 14e.xce•ivo pro6ta" to • rtnerotiation 
IOCiion u amended by IJ•o bill. 

4,, 8UORT TITL& 

Tho but pro•idN lbat tho reoegotiation IOCiion may be ei~ u lbe 
Renegotial&on Act. Tbe purpcee of Ibis amenclmeot i.o t.o ob-riaiO 
t.be n..,..,;t,. of lho long ci~<~llon now n-.,. in doeummi<O pen&in· 
!nc t.o rtn!C"Iialion; namtly1 section 403 of lho SU.Ib Suppl•mecual 
National Ddenoo Appropriation Act, 1942. 

,. 

' 

RENEOOTL\TION OF WAR CONTRACTS 

0 UTL1NI· or Cn.u~ots ~hoe IN Exurnxo 5TATU1't: ttY '1'111 WAYI 
AND MCAN'I co~UIITTfiE BILL, NOV'I:M'BEJl 18, 1043 

llc"l,otiatlott Ad, 1, ti1CD\ICII01f Or T llC lo.U4 or UHkOOTIA1'10M 
Bmlo".W: 

!a) ~I) (0) I , lne:roue of tat. tpc:.cl.fte eumpt.lon to 1500,000 •• • ••••• • 
a) 6) 2. Otftnltlon ohubCioQtract . .......................... . 
I) ( ) (&) 3. 8ubc6ntraeta uado .. eum.pc. prlmo ooau.cta or 1ubeoD· 

traeta ........... ........................ ---- ........ . 

~ t::
lt ~D) •· C.n<roeta whh ,.,..,. ......... eteml'\ ,...,. looo.,. u.x •• 

... , 6. r.llta~pi.loc of apieWtunl ~tlcll .............. . 
e. Jo::ct:mpdoo ol tt.andard COCiltllli!tdA1 artie~~~_. - · -- - --· · 
7. f.semptloa ol oomprti\i't"dy ~~~i'~lie 8. EualpdOD ol tobcoDU'Id.l ._._... .,._ __. ,.....,__bo_..,t. ............... . 

<•> (1} 

<•> (2) 

u. DaTftlnlfAno• or ncaena nonn 

1. ~·aad&l.oty ~llU ot COitl • ... ............. - ••••• 

2. ADowable ~--------- ·-· ························ a. c... allowed &0 ~ p~n ...... .............. .. 
4 .. =doe ot CIOID.trat'U.. • ••••••• ••••••••••••••••••• 

t Ap=DGi ·~,-.;e &C.O~ltWU PO,ftd Aii, •Jtii::: ::: 

.... 
IU 
104 

lie 
13$ 
1:1& 
121 
121 , .. 
114 
lOS , .. 
110 
102 
m 

121 

112 
Ill 

112 
112 
112 
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.ltnKIOIMt'- Ad• , Y11. AD.amrlnS.t.nOJr 

--~ (d) (I) I. ~ .... , cl lho w., Coa .... oo Prloo MJ-o 
Boo.d. ••••••••••• •••••••••••••••••••••••••••••• 

(d) (4) 2. Doloplloo b7 lbo Boanl cl 110 -. ~ a.oc1 
d'uU. ............. - --· ... . .............................. 

!:l m t l?!=~~i&-o'*'iOi"adi;wo.;:om.:N;O< 
aceney ••••••••••••••• ••• • •••••• ••••••••••••••••• 

(b) 
YUI. OON"nAOT Oet.IO...TIOJrf' 'Oil aaHIIOOftATIOJ' ...... ••• 

IX, IIPrCCTtVJj DAT&t or AIIIICHOW•JfTt 

~l (0) • J , ~n~oUatJon ot proftte receCvod or aoeruod In flecal yoa,.. ll Hdlmt 
en n~ alter Juno 3~048 ......... ........................ 701 (d) 2. Detnrn natlonaort.be rd ororde,.. of a Secrttt.ry with 
rttpeet to fttcal~ear. endln.catur June 30 1043 ....... 701 (d) 8. DttermlnaUone o a Seere:3" prior t.o enacln~nt. ot lbt 
bfll&1.cl With tMpect to tiK& YM-11 todlna be/ore July I , 
1048 ..••.••••..••••. . .•••..••••..••••••••••••••• 

fg: ti f . Cont.rut. oblilatlon tor f'tne:~QU&UoD ................... 
&. Ourrtnt prlc.ln.s. ................. .......................................... 701 d e. ldempllon ot q:ricultwal eommodltlet .......... _ ............ 

!8: : m 1. a. ..... -•elm<!••"' '-a. c. aaoe C.> U> !Bl, <0) ••• a. Ondlt rOf'dedartd Y&l•u:cees p.rotlw ~Ut~ •...•..... 701 d) o. llbon llllo •••••••••••• •••• ••••• •••••••••••••••••••• 
(II) 

:1. Tll.llill.lt.t.nO)f Or aU&OOftATIOff •••••••••••••••••• 

;JU. ft<'RWlC,u, AU CL&:kiCAJ. A.ttUDMIJfTI 

~\m 1. ~tlon ol daJ:I:QI: a,pina.t lbe UniWd S&a&e~ •••••••• 
2:. Credit fordeda.rtd valueexce.Jroe" t.u• •••.•.•.•• 
8. ARI<Odmen .. to I. R. C. laoe ( (I) (B). (0) ••••••••• 
4. 8bon uu..._ ........ ___ ............. _ . ................... 

-... 
Ill 
Ill 

110 

107 

116 

120 

120 
120 
120 
120 

120 
120 

IU 

121 
120 
120 
120 

·• • 

0 <t 

APPENDIX 

..... - ..~ ..... = ...... I .,..,...," ..,.. 
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I n recent. yean there bu been much discu•ion ot etonom.r._ in 
government;. lmportant. ~D?rnics bave bean aceompllthOO. The 
pra~ent. bUI providN, no le$Wat•ve J?l~t o( operation to il!lpro\'e ~be 
government&! m.aclunery m the d•rectioo of econo~. Up to ~bo 
tUne of the \V~r. betwetn the Stat.et, t}le W"ays and Mte.nt Committee w-, t.be tax~ra.IJI.ng and money-1pe_ndmg c~mmitlee of tbe Uou.e. h 
lovted , lho lu~ And ~~ tho appropnatioo billa to tbe llo- At 
that. &oi.Dle t.he Appropnauonl Comnutt.ee wu tl't't.ttd and tinct thto 
each commiuee hu cone it~ way. The " ... •11 and M~ Commiuee 
hu btto the revtnue <ommtll .. of the Ho""' aod tbe Approprialiono 
Committoo bu pr.,..oted the a~propriatio111 bilb ro tht llo­
Ntilhtr had had power or juriadtction ove the otbrr. • 

ln the l~ti•e branth of the Gonmmmt thfft is no C'OmmiUt"'l 
or orgonizauoo whieh d.U with the subj«:L _t .. r of the ov..-.11 
budgtL or tho o•er.tl reveou... Tbe Blltf&u ol the Bu .. now in 
the ann of tho ueeutin bn.ocb, J>tlform~ this lootlioo thar i1.' eotittly 
atporato and aport !rom tbe Congm~~. The Comptron.r OtntTII in 
the main looka to the legality of expeoditwu. 

IL ia Lherelore • ..,...,. lor a Member of Coo.,.._, if he dttim to 
get the over--all pict:ure of expenditures and rooeiptt, to go to the 
Bureau of tho Budcet, which hu oo legislative autbority. Uodor 
tho rule!t prooeduro, and ttaditioos of bOlb Hou100, tbo Wayo and 
Meaot \.iomm.ittae and the House AppropriAtions Committ.ee uo 
iodepMdM~ Of et.Ob OLher on this &ubject 41 IU'O the Senate FinAnct 
OomnoiLioe (tbo revenue oommitt"" of the S.nato) and the S.nate 
Ap'fropria!lon• Oommitleo. 

prOI)O&ed in the 'V~ and Means Commit Lee a provilion to bo 
inltrt#otf in inat.ant R. R. 3687 which would requaro tbt Pmlden\i to 
fUroitb the Congn!M an et~timate of ~xpen!eS to be fUrnished to a 
newly created JOint Committee on Lhe Budgtt,. compoeed or fi\•t 
membtn o! tho Wa11 &nd Me•no Commit ... , five !rom tho l!ouoo 
.&p:fropriaUooa Colllllliuee. five from lbe &mate Yi.I1AJ1ce Comauuee, 
an five from t.he Senate Appro.Pria,ioDI Commiuer. Thil com milt" 
would be required to make &_JoiDt report to the two HOU88, w~i~h, 
upon the adoetloo by each 11o- ..-ould .,..~ a otatutory ooilq 
for appropriaU<>no IO< tach~• L ot totablitluom' o! tbe Go•· 
ommtDI. 1'hio ataiAIIor]' . <OOfd DO' bt t7<0eded tx«Pt b7 
t.wo--thi_rdt of the vot-8 ol eu:h I OU5e oo a )'ea.nd-n.ar ,.ole and an1 
Individual Member could nioe the CJ.UOOiion on • point ol ord«. 

M a part. ol L11ote vie.n the prov1Ron ia off~red u foUowa: 
'17 

Regraded Unclassified



• • 
I. 

• 

-rs. • •• ua ULL c. au N 

tbeoo ... ~:-::~
7 ''-blllrw:?a.t~~ • ...., •. u,0 " a-s·- ..... "'*' ~'7~ biD-:::-~'e t::J ,.......: 

.. _.,_~ ........ --..... obollbo..,. u4 -
• l wo-Wrdt Yo&t fO! ,._., lithe bOI.ti&ll ba!:;"alled :e.u:: ~'::= 
~It nWI be~ Mlaa•lac ben reoommltc.od. wtt.b ~ tho-- wl&b -·--·--·~- nd"-· ....... blU. within tbt 1 t.a.tut.ory 011~ ~..----v ........._, to twlftl tbl \olal of the 

u!~W"'i'••• ~-~~proprialloo bW to. .. J de-·• or.,..., •"""T,"':'o:J 
•.• •1 orw-~ .. l .. oropri&Uoolollxed,........,ll<l&blo Ae< bM 

tho oa~k wltb 8en.te amtndm~ft\4 the net iotar d whJeh wUI fQ~ or IJttbor 
Inc~ tbt l.OtaJ of •ue.h blll abovn 1ue.b .t..tutory oellin.r, CIODOUrrtDN fo tho 
ameliUmentl toO tht e•W:nt. wbJc.b loel't!IMII the tot&! oltbe bin abovo lbe •&.at\Uor 
eelllr.~a. or adopUon otan:y coot~ report tbe ~l elfect of wb&oh q to loc~ 
or furiher lite,..... &ht total of 1ucb blllabov~ the ltUiltory ceiJin

1 
•bt.ll -ulrwt 

a two-UaJrdt vote. ' ' ""' 

In my Judgment,.. it. ia unfort-unate that. Lhis proviaion wu no' 
~optjld .. a par~ ol II. R. 3687. IL would be a opeeial movo in t.ho 
d.lreetaon of government&! aoonomy. Our appropri.tt~ona b&ve ritM 
01000 IGI3 frnm $700,000,000, wbon we hod a populltionol90 000 000 
to nce.rly 18,~}~00,000 in 1940, when our populat~n b&d 'ont:Y ln.~ 
ere&Md c.o 130,uuu1000. In my judgment, our eoonortlJ t.t.nnot aon· 
t.ioue to fu.oetion with eucb t.mneodous increMM in u:penditurM aocJ 
eonsequtn~ hiah ro~ of tueo. 

WULI'f E . 011~&1'. 

0 

•l ... .. ., 
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0 ~~ l B008B OF IIEPBESENTATIVI8 {li&P7. l7l 
ParU 

0 

Tlll!l REVENUE BILL OF 1943 

Nonld.IK 18, ttta.-OommiU.ed to the Committee ot lbe Wbo&t 8ou.t OD \bt 
te.lt.e ot tbt Urdoo &ad ord~:red to be prl.ftt.ci 

!.f_r. KM111'10H, [rom Lbe CommiU.ee on W&ys and Meant, eubmitt.td 
the followin& 

SUPPLEMENTAL VIEWS 

rro --B. R. *71 

The .mllmbonl •! th~ RepubUCill minority of tho wa,. and M­
ComnuU.O oubornbe ID &eoetOI, to the repott aubmiU«< by Cltainn&D 
Dough ton lor lhe lull oommit18. Tbe !oUowin& atotoment ia limply 
auboiit.t.ed in ampli6cat.ioo of our news. 

I. P•o,oazn TAx lN'CUA-&Ea 
A, OIN"ERAL 8TATCIU'NT 

Tho pwding bill io tho oeventeenth major tAx mouuro oinco 1933 
ond tho third oinco Pearl Harbor. · 

A.. • conec~u~co of tho put. 16 measure&, mOIL of which wore 
enaet.od in & hopeleoa effort to keep p ... witll the oxlrovagont ond 
wut.elul opondin& of tllo pill decade, Feden.l toxoo have been in­
.,.....d tweutyfolq- lrom 2 bUliono onnually to mo"' tllan 40 
billiona. To t.hia otauerinc and unprecedented burden now home b,r t.he 
AmnriC&Il people'( the adminiJtrotion iJ inlis1iD« upon tbe addit1on of 
a further load o tOK bUliono, t.ug.lylluough sharp inere1101 in tlle 
alroady be .. 1 penonal inoome tax. 

Though it 11 obviouo thattbe Trouwy needs ev«r doUar of ... muo 
tllat non poooibly he roiled, in order to minimiuo the portion of tba 
wu oooto which mu" unavoidably be 6f!lD<ed by bofT!>~ ~pon tho 
publio credit the fact nevertb .. _ ... nwns that th""' ... Umi\ to the 
amount wbi~h can .. 1 .. 1 be taken !rom the peo~le in tax ... even ia 
....n.ime. We believe tbaL tl>iolimit busubotanUally been reaehod­
oertainly eo fu u exi.tti.ng eourcos of reveoue are oonoemed. -- 1 

Regraded Unclassified



2 TIDI ~· IIU.L or I ti l 

• F:urlhumore1 we deoin .to point out ~t '-lit de .. lopmeut. 
md1ea\e that the Bu~ will ~ broucht Wllhio lhe -r.- , • 
of II of ~piA for ..eh 12 of oxpenditu.. wilhou~ lhe impoo"'3'.,~ ~ 
olncJo doUar of additional t.ex... The Adminiolntiea bU obYi..::..; 
ovtre~limaud probable upeudituree for tbo eu...at 7..., aln tb 
""'runnina at tbo ra\0 of 90 blllioaa aa oomP""'d willi lhell)4 ~mw: 
ealimated. Tho action of tbo War Department ia turning back 10 
18 billiona of itA appropriatiooa is abundant ovidenee of lho fac~ lh'!~ 
lho Government cannot opend lhe amount r,roviouol7 ealimated 0 
lho other band1 it a~peara that lhe probt.b • ,t&x receipt. for u.~ ye~ 
bavo h«~o unaarea11matod, and will more likely oome cloear to 46 
billion• then 40 billion•. On Ibis basis; i t Ia dear lbat tho 1 to 2 
ratio .or tuGS to Mpcndituree will be achieved without addition&i 
t auuon of any klod. 

Having up~~woly oppoaod the draatio t&x Pro.ram advocated 
by tho admul1Jtral1on, we are pleaaed to aay thai it ,. not ombracod 
in tb~ ~·e!1uo bill!'" repo~ lo ~be Bouao1 which provid01 only for 
oortam hm1tod t&x mcro&801 mvolvmg a total of 2 billiooa or onWillb 
t.be amounc. of tho administration'• requ.Mtr. ' 

Some may au~mpt to belittle lho amount carried in lho bill bul 
we do not. believe that the time has yet come wh.en 2 blUiotu ~~ iD· 
croutd ..... can bt. ~arded u inoootequential, oven in lheao da7& 
of aatronomieal opeodmg. Tho inerftae roprNCDII 12 for ••Cf7 
minula ainoe tho dawn of lhe Ohriotian Era. 

TID KVDrUW aa.&.. cw 11• a a 

• 
o~. lb~ t.IJO c--. abould 10 .. eeodinclJ' llow and _.... 
dioenmmaupc Judgmet~t, m im • further o.u-. ' 

Tbe admiruatrat•on'• J)rOCram ~nueue \Ufl on the Americ&a 
people by an odditien~IIOM billions, il•nocted, .....,ld boto""' a prima 
laotor 1n ~ dtotruct1oa of all that our armed fo.- are now bt.ttlina 
throughout ~he world to p.-rve alld moiatAia. 

Congr- ,. tho IIA'Ward of Am<rica'o w•Uare and dNtiny AI 
minority membera, we 001ie¥c we would be. false to our trul\ weN we 
to aaddlo thio h••"1 additional burden on the backs of tupoy•ro 
alre&41 he&vlly burd•nod. h i• our du\Y to contribute to tho proo­
~rvahon of frae. antC.rJJrise a.nd opportunaty in America, not. t.o their 
deetruction, na would rMult from the excessive taxation propoecd by 
thG B.dm;niatration. ·wa c.annot do )He for our fight ing man then to 
mllke $Ut6 t.he America to which thoy wilt ~turn wllco the war ends it 
t.bo aame land of IIIJ<>rt.y •nd opportunity from which they departed. 

In propooing and inalating upon itA IOH-billion-<lolllll' I&X prognun, 
the a.dminittration hae eitbor fallad t.o gi?e reeognitJon t.o, or dtli~ 
atoly igno...d, lb ... facto: 

I . Tba~ Fedorw.li&Xao are al...adyal&n aU· time high, being rouobly 
•iobt t,imao lbe greateat annual amount collected during tllo P'iro~ 
World War. 

2. That in addition to t.bo more lbao 40 billio!a of Federal ... .., 
I&Xpayoro mun pay aonuall7 ooarly 10 billions in State and loeal 
taxa. 

3. That per capita I&Xea in tho Unitod Stat.o now exeeod tboaa 
levied in other countrifll, bWur 1367 for eTery man, woman, and child, 
ao comP""'d with $291 in Uio United Kingdom, whieh hu ahra71 
~ regarded aa havin~ tho bigbeatl•ri01. 

-4. TDat under u ituna law, there will be two very aublta.ntial 

'Yb~• we of tb~ Republiean. minori'7 !'a•• oooperetod witb tho 
maJontJ on a olnetly nonpartisan buis 1.11 lho p"'paration of tbo 
pending bill1 we believe lba~ lho time hu eome wbon h•n~forlh tho 
adminittrat10n, inswad of inaisting upon equeez:i.na more and more 
laxto out of tho pub~c. obould allong lut ba giving oomo eoncem to 
~~ oliminotion of un!'........., and wutoful UP.!!'ditur01. Wo thall 
1n•11t upon ouch ""lion bafore we shall bo w11ling to eonaider the 
impooiliOn of furth<r taxto upon the people and upon bu1ineoo. 

~·or too long tl1e overburdened taxpayer baa been tho "forgolleo A • 
man." •• . 

inereaaes in tuc• nexc. year~ namely: (a) Moe.t individual• tubjed t.o 
income tu will have lO pay m l944biD addition to their rtguJar mcomt 
tax for tl1at. year1 1 Z.lo' ~rte.nt of t eir 1942 688e6emen~. e.nd wiJI litO 
have to make a hko payment in 1945; (6) beginning Januoty I , 1944, 
t-ho pre~JC.nt 1 JlCreont PI.Y·roU tax undu the SOcial Security Act will be 
doubled on both "mploytra nnd entr,loyers. For too long tbo wat-chword b.ut been , "apo.nd and apo.nd, tax 

a.nd ta.x." • 
In oppo•ing tho odminiotralion 'o IO)I·billion-dollar tAX program, 

and ;n unanimoully contributing to it.e defeat in oommitWe, wo took 
the pooilion thai a tax in......., of this magniludo would hn)>OIO en· 
tirely too great • burden on tupavora generolly1.and thalli would 
threatt n tho liquidation of the middle clus in Amr.ricaJ di100urago 
m~imuen productlon tor the wa.r t'ffort, and undennine tho abilit.y of 
pnv~~ tniA'rp~ to provide joba in tba poot.-w~r period f~r.the ltnl 
of m•lhcn• or perenn• .now l<'loporarily enpgod m war act1Y1Iy, both 
on lho bt.ttlo I""' Ill and tho homo front. 

I t is u borwigbted and dangt-roWI policy to "kill the a-" 10 get a 
few ~,. 11lax ega'' now, and the rtby drs-troy iu futun ~ucli!'ity, 
but tha would bf the proctical .treel of puttina tho odnun,.trahon'• 
tax propoM.It into Optration. 

The g"'a l Chid. Juolico, Jobn :\1anbaU, long ago point«! o.u~ th~t 
the powt r to t.a.x u1 the power to destroy \Vith th11 admoruuon in 
mind, and in view or the tremendous tu. load the peopla gcn~raUy, 
and bu:aintt~ enterprises~ are a~ ready ealJed upon to be-a,r, we are or the 

6. TbD.t undcl' tho oporalion of lao 12}S pe_rcent. carryo(lvor abovft­
mcntioned, it wUI bo lmpouiblo for any pt'1'80n, regtU-dleM or how 
groat bit income., t.o hA\' C more than $24,000 loft after taxee in 194• 
and 1045, and that In tho bigb011 braekets toxpayCl'll will have 10 P•1 
to the Treuury_ oven more tban their kltal income for theee 2 ya&ra. 

6. That. u Chlinnsn Dougbton bu flO aptly said, uYou can ehear 
a obeep iNI•finitely1 bul you can okin il but on~." 

We are mnindM that il toe~ ODl:J: one, straW 10 fi~t ~~· ~· 
eamel't b6ck. Ye.t. t.he admirut\ntAoo, ans.tad of dimmalhinlt ,ate 
domaoda for oddit.ional ,...eouo u tbe tax load baa be<oo •PP"""hina 
tbelimi~ baa in rt<<nty .. ro viJt.ually doubled Ncb • ., rt<(Uelt ovu 
tbo pro"'oua one. For uample in 1940, Congr<M,.... uk«< to ralM 
$1 000 000 000 undor tho ~ed dtfeme I&X bill. ln 194!, lh• 
~ry',; rt<(Uttt .,... for 3M billions additional, Ldl Y ... , ·"· waa 
for 7.6 billiona. Thil time, lho onto baa be<on raised to IOM odhooo. 
In other wordo, tho mo"' tho Amtrican t'!'J'•Y«, hu booom• burdtn~ 
with incra.uing tuM, the more the admllUitntiOn bas eought to pile 
on ever gnatt:r ine:ttuet.. 
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Sinee 1040, t'td~ tax ~llooa bavo dooo appn>xim&tel.r 700 
per<tnt, ulhown 1D tho lollo'""C '-ble: • • 
J'iM'al1'!f" ~ )U:M 81)- ,_, .. ., ......... 

:::t::::::::::: :::::::::::::::::::::::::::::::::::: , :t = = 
1042 • • •••••••• •• •• • • • • •••••••••• • ••••••••• ••• • • • •••• II, Me. 00(1 000 

:::!::::::::::: ::::::::::::::::::::::::::::::::::::: !~ m: = = 
11 it apparent from tho foi'CJI'!ing figure~ tho~ tho reowt iner ..... 

bavo bet'n al1arp and subs~anta&l. Taxpayers have no~ had time ~ 
adjust chcm80.1YOB to one UlcruAe before anothGr avon f(l"flat.er one 
bae been iHIJ)()S()(I, and lt. is no wondor that. tboy havo becomo 11groggy" 
undor tho load. 

8. Til E NEJJD FOR ECONOMY 

Tl10 tremcndou.ll incroaM in taxes in recent yca.l"', coup1od with the 
exwnaion of tho income lax to the great mUO<ll of tho Jl<'Oplo, hu 
rt.'eulLOO in increu.od interest on the pa.rt. o.r lhe public in Govemn1enl! 
oJ)<Jlding. HCl'clolore, tho aver'!!!" ponon hu been led to bel~•• 
tbat. he need have no concern with bow much the Government. waa 
1 pending, Iince the " other fellow" wu pa~ the bill. Now be lcno,. 
bow eruelly be bu been deeeivod. He ia JUStifiably .._nlful when 
be .... his hard-<!arotd tax money wuWd on every hand by the 
administration, whieb hu reluoed to eoneem icaell with .,U,c lO 
eliminate unn..-ary expendi•"""· and hu eontiJ>uod lO opend and 
epend u if there were no bottom lO the bin. 
Al~r tho Preeidtni had failtd lO aet in tbo matt« of oeonomUing 

on noornUituy upe_nditures, the ConatreM heelf, upon rec:ommonda· 
tiona modo by the Byrd Eeonomy COmmit~ made a number of 
oubotant.ial roduetiJ>ns. Tho~ onmruitloe, which wao crcaWd undCl' 
tho llovonuo Act of 1941 is eon~uing ito (!0'!<1 work. Only rooentJy, 
i~ point.<!<l out tJ1at of ti•o 3,000,000 Federal omploy001 now on t6o 
Fa<loral JliY roll, of whom 55 peroent ere aaid ~ be engaged in non- • \ • 
military activity, n. minimum of 300,000 could eMily 60 rc:.m~vod ..., 
from tho roll• without in any way impairing govornrnont.al funcuqns. 
Thora is no 0-xeu.so tor tho administrataon'e failure t.o t.a.ko &uch action, 
whicb it hu full power ~ do under existing law. }'rom thai oourco 
alono there would· be a $Aving of cloeo to SI,OOO,OOO,OOO annually. 
At tho ••me time tho menpowu ohor~ would t.heroby be creatly 
rolieved. 

During t.ho early d•T" of our eountl'y'a participation In tho p~t 
war, military appropnalions bad to be made quicldy an~ .on I11Ttbh, 
in whatever amount. requ..Wd by tho mllil&17 aulhonuoo.. . • 
~·al war program hu now reaebod tbe ·~~urn or. 945 biiiJono, 
or approxunately tho amounL of tbio eount.ry'a tniJtO nauonal wealth. 
It io inoviteble thll in the expendiLurtLol anyaucl> amountrl......,~tb! 
wute and oxtravaganoe will occur. Tbio eotmlrl''• expo enoe"' 
lut World War proved lhia ~ be true. • od 

Wo believe that from now on war expenditure~ lhould be.~am"? 
with more e&ro by the Budget Bureau and b.r Con~. Wlw • VIOW 
lO climinating all unnoeeewy outlaya and all .. ·ute!~ "!'~dill:,":i 
Even if a uving of only 10 porceol could be m ... o tn ° 1 war ~rogr•rn, it w._ould reoult .in liab~ing _~b000o t

000
utu'9 h~~rdf:' ~0 Amencan lupaym by appro:nmatAily f35,000, , , w .a 

atnall amount.. 

TBI MVD<t11 IOU. f1' Ia.. 6 

'!• !ool ~~ it would be lllOMJ wellapent illho eo-...... 10 
eqwp rloolf wrth an adequato atalf to make !.be • • into 
aD FtdOdl expenditlllft in order lO .. tablioh th'Jr'iU::iJJ~ Wa 
funhtr looll.belll would 1,_. d01irablo lor Co- lO W.o ouch olepe 
ao may be DOCOIII&l)' lO bnn& oboul lhe fulleat ~ble ooordinallon 
between lho opendlng and rovenue-raioing C0111DlltieM of oaeb. ~rancl>. 
Both th- ougg~Wd clllll(<l in proeoduro would be in t.ho u1l<lr01L 
oleound fiocal pol•ey and ooonomy and of W.tinct beoellt ~ lhe A.morl· 
can leXpayor. 

C, OOWWINTI ON IWEC.fnO TAX PROVUUONI 

• 1. lndimdual i""o~• !oz.-Under lho bill M repor~, tho individual 
moomo l~ burdo.n 11 leJt. unchanged, exoop(l for aueb incidental in~ 
crease& Or docrouot AI rnay rtiU]t (rOU:l the inWgratioo or tho prMOD~ 
Victory tax with tho r~lar i.noome.tax, 

The rrecz.ing of t.ho inrlividual income tax rates and exempt.lon.s a~ 
tho exiatil>IJ level il in """"'d witb the pooiti<>o W.tn br tho R.. 
publican m1norit.y at. the outlet. of the oommit.t.oo'a deliberat.&OM, when 
we publicly announctd that we were oppooed to further incre- l.o 
the pereonOJ income tex. 

In tallin3 thio o~d1 we were not unmindful of the faet that rfW>1 
persono are enjoyi!IJ. hiab wartime ineoiXIlS and poosibly are in a -· 
Lion to pay even JUaber t.uee than at$ now leried.. Bowe•er, wa 
~ that an,y JMonl in..- in lbe inoo- tax would alao laD 
heaVily on that large ~up wbosa incomes have not inereu!d &I a 
reaulL of tho "'ar, and wb~ in m1111y eues hne ..Wally d .......... 
They are being ground between the upper millstone of riling living 
ooot4 and tl1o nolhor millstone of unp..e...!enledly hiltb ...... in lho 
faoo or unchanged or Jo.,•e.red income out. or whieb fix«t commjtment.t, 
such as pnyment.a on the home, U!e.inaurance pf'MUumt, and simi1t.r 
outlays rnust al~ bo mat.. To impol6 a general inereua in the inoome 
tax would unduly oppreao thia group, who probobly m•ko up • third 
to a half or the totAl number of income recipiontl. Ill incl~doa pe_n .. 
eioncra 80-Ciillod wblt..o-coliiLr workers, school t.eachen11 bu&mC~Mntn 
ndvarscly affoolcd by wartime re&triotions on ~be production of con· 
aumer ~dt, o.nd oLhcl'l lOO numa:roua to mention. , 

H atiould be aLated that lho Waya 1111d Melli!' Com~tl<>e s••• 
serious oonsidaration t.o tho impoaitiOD or a. speclAI wartinaO I.U ,on 
inereuod income but after e~~roful atudy this method of attempllDf 
to ruch swoUe_n'war ineomee "-itbout bUrd~ th~ who.buo ~· 
joyed no oueb bonofito wu found to be ac~Jn!nia~'!.ely unpraeU· 
cable and to invol.-o many io.lurmountable l.Dequattot &I bel.w-eeo 
Laxpoyeta. · th · eli 'd---• • I The ad.ministration'e eaae for i~ e m •• u.u mcomo ax 
by 8)1 blllione wu buod almosl entirely· on the aUeced need lor 
abeorbing through texallon the -nod ...... purcbaoinc pow"! of 
tho .,.,.pie u a meant of hel~ing c.o oombal the Ihnat olln!\aUOo. 
The Tree.&ury, however, in ~~tlltrlJ up ita pn'ICI'IJD, co~J>!t..t.elr ignOred 
tho !aet that oucl> .. .,... purebwng power II may ~· II !"'t CJ9Ual!1 
distribuWd among all Lbe people. Furthermore, '.to ~~n~ty tD 
puttiJ>g forward ibo anti-in Ration argum!"'i u. a luelifi<>At!"o bfolr 
tncreaied penonal income t.axct: becam6 unm~ately qutoet!ona • 
when itdoveloptd t.hat il4 tu propoealo wetfl not ••mod at rilachu>i thlo 
~eel oxc.., pureh .. ing power io the bands of tboee who -.:• 
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known to enjoy t ho great bulk of it. Renee, nan if enaetod the 
Tre .. ury tax proiJI"UUl would make little, if any, oont.rlbuuo'n to • 
in8ation oontrol. 

The Trnaaury'l argument in fO<Vor ol the UN ol the inoome tax lor 
anti-infiation putp0101 &ugaMt. t.hio quooLion: "After Conrr-e h .. 
incrouod po1110nal inoome taxoo to the limit ol the people'• ability to 
pay in order to meet eunutly 11 muth .. JIC*ible of the war -t ;. 
there a a till biabor limit to their a bility to pay taxeo lor ....._• ol 
preventing inffationf" We ~ no'- AU tax dolla.re come ou~ of 
ihe same j)oeket, whether leVJed for one purpoee or another. 

II tbo adminiatration it really aincore in wanting to tax the en-ullrd 
uxooss purehulng power away from t.hoeo wbo have h., then loll it have 
tho oourago to oomo forward with A t.ox p ropoaal whioh wW moot 
offeetively IIlia apeeifio problem1 rether than continuo to play politioo 
with the t.aX queetion aa il. has aone over aioce it baa been in power, 

Tho Congreoo and tho oountry may wonder why a general oon· 
awnption tax wu not. included in the bill u a ulaat ditchu wa.r meuure. 
Thuo is need for plain tpoaking with roRVd to t.hio matter. Tholaet 
is that tho admin11tration HallY ad•iood the oommittee that it would 
rather bavo the bill I aU ahoruf the total ~uootod than r.o h&Yo a tax 
of this cbaraotor included. Thuo Wll oven a IU~;J<et.ion ol a Prt.i­
dential voto. The committee bad to lace the prt.ellcal aituation thai 
it. would be hnposaiblo t..o soeurc.lho enactment or aueb a tax in t.llo f~co 
of deWnninod admini.BlrRtion oppoeition. Furthermorot thoro 1\rG 

hon01t di!Tcrcncoa ol opinion among tho committoe membora, whhoul 
rogard to pLrty, ovor t11e mente and domerite ol general oonaumption 
taxes, even aa a war measure. In addition, the committee wu fl46d 
with tho !act that it would take oonaidorablo t.imo to draft suoh alooy 
.o as to make it. prac.Lical of administr'ltion, which Lime wu not. 
available !or U111 purpooe in 'riow ol tho need for enacting tho new bill 
by tho end ol the year, to make the propoood inoomoi&X """'jWltmtnla 
effective Janu'!Y l . ~ 

IL appeara that il further taxoa are to be im~. beyond lh0t6 .,; 
eanied m tho pending bill, tbc.re ia no plaee to which the Cong<OII can 
turn except to lho lleld ol general consumption tax01. This laoL 
must. bo f&eed1 whc.Lber ono is oppoted t.o, or m fa.vor o(, euch a.lovy. 

.t. Corpomtiml ta:ut.- Tbo bill mak .. no inorouo in the rate ol tax 
on normal corpora~ pro6t.e, which now at.anda at a ma.ximu.m or 40 
-~.but doeo inci'OIIO the ex.- pro61a rate from 90 to 95 por..,.>l., 
and maxoo a roducLion in tho inveoted capital credit in tho eaao ol 
larger oorporaLiona. Tho impact ol tho propoaod 95 pe......,l ax.­
pro6ta rate .. applied to om&llor oorporaliona ia euahioned to tom• 
exton I by incre&llng tho apocilic axomption under tho oxCOit pro6t. 
lax !rom S6,000 to SIO,OOO. 

In our joua atat~mcnt. i88ued at the outlot. or tho committoe'a da. 
liberations, wo J,lOinlcd out that in view ol tbo already high oorpora~e 
rates, any drut1c jnc.reaso would thr64tan tbo rut..uro eolvcncy of bU,Ill· 

nMS. and impair it.t ;abiHty to provide poacetimo jobs ~ rctunnng 
~eemcn and unemployed war workera. Th! retM~O!I of thrdo 
maxunum rate or 40 perae.n&. on nonnal corponc. wcome t1 Ul acoo 
,.;th our pre'fiout11 announeed {M'Oil.ion 

U any maHM to to bo made 10 co~rato tuOI, i' is d~blo t!'al 
II bo confmed to uc ... profit~ althoue~> 0,., in ouch eaeo1tll JlOIOiblo 
to go beyond tho point of dU.:inishing roturnt. '~o .aoll!• m'{ I eel 
I bat a t OO.porccn' OJIC<II profit. tax would be juaLi6ed m ttmo o war, 

ma - Vll '""' "' , .. , 7 

•
:'tbolaetlatbattboWarandNav 0. 
to any 1uch rate lor the reuo (j parW.onte aro •igoroull.t oppoaod 
ducU~n lor tho war effort but ~o~": !t;ould1 "?' ~nly d*ourage ~ 
mal<!riala to tho Oovarnmont u rooul I'OIU ~ m mcreMod 001~ of war 
to bold down produeLion ooola. •Tbuo V:f taking awar allln...,un 
is the abooluto muimum to whioh Co e propoaad G~l rota 
of maximum produeLioa and minimum """:.lhould go in the lnw.' 

6. &lot• ooo4 gift I<Ju• - No ohange ·
001 

ad . 
tiona under the ootate ..;d ei!t taxoo ';{' • m the ratft or uomP­
muimum of 77 percent, wtiJeh it rba 0 tolato tax now l'Moheo a 
without bordering on aetualoonfi POt' t>t1 u h•gh u Congr. can go 
which Ia a poticy that is totally to~~t,01 Pdperty t~zug~ taxal.ion, 
clpl01, although it baa boon ombriiOOCJ to a ':O:""tt1 no •'b prin­
present administration. It muat not be forgot~ tga'i''it"1 

5Y the 
too, make uao o! this form ol taxatlon and lft<r aU th : '-!::f• 
con~l, under thoAmtrican fonn of gc;•emmmt,ollb ~'.....t."~r"d e 
oluuon or property at. death, e "~~U 0 8Y• 

th 4. ~ ~u.-Rujng di!ft,..nt •iowpointa """"'C ounol••' u to 
o t>ro...- 10.,...... m netoo woo Wl<l•r tho bill we rei · r 

makina a.nJ' comment on theeo Je•iM in this: report.' raan rom 

D , .,,.. HIIED POR REVJ8.10N OP THI WUOLE PJ:OEBAL TAX e1'RUQTVRJ: 

The Fedcral ,tax syatM:t, like T~J)Iy, just; ugrow6d" u1,, One t.u: 
la.w hae ~Mn, ptlod ~n &not.har unt1l we now bav6 a ~e.rit.Ablo hodge­
~go wluch 11 steadily beoommg more oomp16X e.nd inoomprthens.ible. 

o nood lor a thoroug~ overhauling ol our w ~- hulo!'tl ~ 
aelfnowledaod but notlUn( hu ••!" boon aooomplisbrd along th1tline. 
II 10 ODe of 0!"' mcoL pretiUlg ~liooal problems; portic:ularlj i!, ill the 
poet,...wv period, we are to realuo muunum reveuu8 flOI'IIilleol wi\h 
tho lt'Mtoet oneouragemon~ to btJtinOII and individual ontuprioe. We 
-ahoUld de•ol~p as &OOn !"' ~oble a long-range, illt<gratod, woll­
b&lnored, oqwtable, and sunplified Khame or laxation and we of the 
Republican minority propoee to do aU in our power 'to bring about. 
such a plan. 
• Aaido from other ahortoomingo ollobc proaent t.u ayatem, there hu 
10 roctnt yeara grown up a. t.eodency to uu ta.xcs forotbflr tl1an revenue 
purpoeoo, Under tho p,_.t adminiatration, tho wing power hu 
been a.•ailed of for pumtive pu.r'J)OI(ll, lor IOCial exptrime-nt.t.lon, a.nd 
for elroctuatiog otberwiae un00111tituLional Fodtnl oontnllt o•or the 
peoj>lo. Thit ,>raetioa cannot be too aerOIOli oondomned. U io 
enliroly oontrary to !he intent and pu,_ o tho CoclttltuLion in 
granting Con- CLe power to le•y taxes oolely for the railing ol 
revenue for t.bo support of gonmmen&.. Any worth·wbile rnition of 
the tu laws must. neceesaril.r embrace a ~tum to eound principle~ of 
taxation, including taxation for revenue Jlurposes only. 

Whon tho war onda, CongrCII will be fared with the problem ol 
6nanolng a poet.-wAr budgot which may exceed $'20 000 000 000 
annulllly. II ia eosenlial t.O tbo maint<>.nonco ol aound 6~ policy, 
including national eolrency, tbu F~ertl revenues and expe,ndituret 
he brought into balauco u eoon 11 (l<*ible a leu J>fli!'O oomeo. Thit 
c&n onl7 he dono if the national inoome i.t maint.11nod a1 a hiab loYOI. 

Tho adopLion o! a wiM tax poliej will hue more to do than aaithing 
eJ.e wit.b wbeLher thal high lert ol national inoome is ma.inL&ined, 
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8 TB& ~ ..w. or a••• 
..,.,. !h. ,..pol!libili~y will ..... primarily 011 pr\Yale buo; ... Min­
priM lor ill r..lla&lio!'· Oovet"QJDeD\ •I*V'i;'f will 110\ do 11aa ·;;i,A 
bu~ on !h. coo11W7 will ODiyl&ko !h. oowalrJ unhor o1ooc IJaa ~ 
1e ~~~~ioool bonlaup\oy. 

II a oouod, hoall.b,y, IDd ~ oalioool ooono1117 ia ~e be 
achieved, Cona:r- DIUIL DOL ODly poniiil Amui010 bUJiAeM lO fl<ioL 
until the war enda, bul it mUll permil the oetunc uide oleullici!'DL 
lunda \0 our:!' t.brougb lobe rooonvenioo period. Mort'Ovtr if the 
DWIY pot.enUol o.ew iridUJtrieo mode .,-iblo by war developmento are w become a reality._ every eoooungemenl muol be oflrred undu our 
t.u lawa and other uovernmeol polici01 \o oo-colled veMure CApit.al 

Ao no one lcnowo when lbe day ol POIC<l may oomo, it would be th~ 
p•rl of wlodom lo prepare now lo pul inw eflool immedialcly upon the 
..,....lioo ol hoot.ilitJeo whatever Ia• rolormo may bo n<>ceo .. ry or deair­
ablo. We, tbr.relore, advocate prompl action in dealing wilb thia 
all-importaol problem, and shall do our pari \a bo roady 10 meel il. 

IJ . .Ravr•roM o• 1'UC LAw RELA'l'I.NO TO THil RcNCOOTU.'tiOM or 'Y All CoNTJ\A(lTI 

U is not our pu.rpo&e, in tb.ia report., to go into any ntendecl di.s-­
waioo olthe pro~ amoodmootato lobo law relating \0 lobe rtn­
tiatton of war oontra.eta. 

I I ia the aettlod policy of Coogr ... , in whieh we join, tbat oo one 
tbould be penniuod \0 malce o.x..-i•·e pro6ta ou1 ol the war. The 
propoaed emendmenta 1r0 in keeping with tha\ purpoae. 

'there &r"e at pl"ffiiMt. on the statute boob a numbu of lawa wbieb 
are intended 10 limit and e<>nlroll.be making ol •oar profita. Ao bmo­
~eloro alated, we hove an exc...,.pro61o IU running up \o 110 ~·· 
wWeh it. il now llroposed to increue to 95 percaot., and a t.ax on lndivid­
u.t.l inoomea wh1e.b ruebt"• a maximum of 00 parcfnt.. Tbon t.be.re is 
a waco and aelaq otabiliution aol which provnnto tho akyroolcoting 
or corporate Wanoe. Also, WO hAve 6 WftrooOOU~rftCL-rcoegoUalion law 
wbiob pe.rmita t-ho rooovcry or oxceuiv& proRt.a on war conLr&ct.a. 
Morcovor, both the Bureftu or Int.c.rnal Revenue nlld tho rcnrgotiation 
aulhoritioe have t.be power to disallow unrcaeonlbla talftry allowances. 
Tbuo Congr011 baa made every poooiblc elforl lO control war profita, 
and 10 roCA_Piure thorn il realiz.ed. 

In granlJOC powar to the various wa.r agc.nciet to renegotiate war 
cont.a~3LI when exoea&i.ve profits are round to ox:Ltt., Co~ gavo 
lb ... ~onciea brood and virtuaU.r unlimited authority. AJ. a r01ult 
ol pubbc hearings on Ulis sub

1 
. ..,~ bolb before tho Na val Affaire Com· 

mittel! and lbe Wayo and ~ .. .;. Commillee, il baa do•eloped lh~l 
.....,_. ,. need for limiting thia authority in oomo reapeclo. The lOIII· 
mo'V _belo;re both commi.ueee is replete with inal&tl<8 -;bon ~~~­
admiolotenng the ~tiation law ba,.e beOII o.rr<lf<&lllo, hil:h·hiDded 
and •••o tyrannical in dealinJ! with coniZIC\Orl and aubcon\<141.010. 
Tbe powen «iven them have lD a number or \nl.ta()Oel, been ab~. 
They have diocriminated as 'betw""" dilforenl oon~r~ewra. alloWing 
one a s-ter pereeolage of pro6t \ban anothar under the aame or 
~milar ci"'umol&noea. Aloo theJ bave UJod du ... , direot and imphed, 
m C?rdtr to eecure t.b~ aubzniujon ol oont.rac-tort and •uboontract.orl to 
Weir .findings. No review ol their decisions by the oourlo ~-~.o 
penn1tl«!. Couou ... numbers ol oooiZICIOrl havo been ha,.....,.., 

0 
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IC)' ~ ... • Cbal.-al 

J..:eipt 1a aelmowle<lpcl ot 7V'U' letter ot •• , ..... U, 
111 ""i oh 1011 "'1\lon ., -.me, ...,.niou and appro .. l 
ot .,. add.UJ.CIII&l ropon on Pod.orel Per~. 

J.• 1 e\&hd. 1n ., letter ot JYM u, 1D oonneotlOD !dth 
\ he c-1\t .. •e tirot report, 1 aa 1D &ooo...S witb t ho c-it­
too'• Yi- tb&t t.bo tr_... up&M~ 1D PoMrel por_,wl 
h & ...... ot Hriou _ .. .,., boat 1\ 1a ., ...Uot tb&t 1\ 1• 
""' .,. oppo.- ts- to -rte~to _,, an.s t ..... r .. 11111c 
cb&Dpe 1D a-n-t per~. lhUe tboro M7 a.. -
orpr>iaaU...., .edoll ~d Mlco ~Ual rMIIctlou ot tbl• 
t iM, "'ch ..-otiou lllo\lld oool:f a.. iMCio an. • .....r.1 
nu4J rot.bor ~ in &A a.td.tr&JT .....,..., 

1 do DOt ..,._. 111\11 \llo ..,orel apuoauou 1D t.llo 
report \bat tho CiYil lomoo c-ieoiOil .,.,. t.llo hroau ot 
the 1\ldcot ban tolled to -rcho proporl;r tb&ir aalipod 
t\lnot1011a or tb&t. \h., uo priuril;r roepoaeible t or -
ot tiM wto'f'DJ'8b1o porMnnol OODditiOil• -iODod 1n tho ,..,..... 

1 aa 1D QIIP6\hJ wi\b \llo c:-ttt .. •• •JoeU,.o, and 
-• tor t.bo NMrnt.iou- abon, Join 1D t.h!J c-1ttoe1a ,..,..... 

,..,. tral7 ,....,.. , 

(81«ned) B. Morcenthau, Jr. 

• lrMlo ~ r. JlirN 
Cboi-, Ja.t c:-1\too - ..... u. 

ot ._ .. ..a\a) r~ lllp >41....,_ 
'-" Ott\oe .. u ... , 
lull\aaWa, D, C, 

7fttW'fl&la 
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""If!~~ 10\ S£CR:."' 

o~rc;. <~o. 378 

:rorTIIHSUR1 
~!OIIjJ-bo !I !!J:,IRAI!Sit1TTEP 

\943 11()'1 19 PM 2 09 

ti\E~SUIIY OEP~IITMIIIT 

cou wo I V 

lnfo roati t·h raccivet< up t.o 10 n.IA. 18111 Novemoor, 19/..J . 

255 

l. :IAVt\L ~ 16111/17111. KOl> bc.mbftrdod b7 lllree o! 11.11. Doetroyersl>' 

~ 7eatber eelllllins particuarly bil~ .n 8th t.rmy FT011L, 
lla:Jy river s a~e in flc.od. .>no:o: c..o'\Ler att.ac.<s N,.u.lscd 

"'here "'0 .»~de a little ;>N.~gro:stt. .. 

One LJ::.WS only isola.ted r~alflta.nc cc.ntinuot. 

Durio~ 15th/16th uucceos!'u~ 1mtrol raid un !>YtAl Island 
lthoct C3UU&l t>o• . !.lain -iti.<JD 'ump ucstruycd , llller St.at1un r.nd 

c. ..,v~:;rnmotlt. Ko\4 1:10 partially des troyocl . O. C. un,>my t..rOOtJfl Killed . 

.!!l!!!!.!s Rua" ian• have capturoti Cll.:.tliiOo!J.. on JJ.. ~~ PRI~::T but 
h'u.ve given up firvlln~ bot.w,on Zlilf .. •~lll ..t.ncl KURU~; 1' lO:..Ht.'\l 

(Z. of Zllll'O.dR) in .ocn of uor""n cr;untor t.Lt.ac>< fr a oouth . 

) . • I~ <Jr,i:...qom, estern !'r.,nt 17111/lSt.h. 

l.it'craft deo!<'tehod:- :inllllllt>U/Ulll 1~Atl:2! 8J (one .U:•ing), 
~tl'.Llli 7, -Ull>uO~ s, aw:1 '· ilOCIIU:.I 2, 
Leaflet< /... 

F1rot ret'vrts indica ,e .;ocG concant.rt.tic.n Yn i: JIIJ.HI ... !k. 

Yuaoslc...vi& 14th· Ral.l,ay e.nt; <•th r t,..r.., .. ts utt.ct.cked Oy 
59 f1~11Lors . 

Albania 15th . Oil storac~ <!opot DUIIAZZiJ hi t in a ttack 
by f i ghters . 

Orooca On 15th an• 16th fl&cort~: huuvy am! titl:•"liun Vombor a 
dro.,ped 155 wnc "'' uir! 1old A~n..cN& . 

Dodeeunoso 16th. Slooel ?urr7 ho~vilt ~•c"r"·' by ~>ircrd t 
destroJOO 01 Bou.ufi )\t.orc vff ,~s.. ... .t.lll•l..-3 . 

U>/17t.h . n1rrto1d oL CAl.••''-' (lriC lk.<Ur.:.. "tt.&c<ntl bi lt lx.•bors . 
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t!ut i'U i31:! R£-T.U:ISIIlttci!! 

COI"t N<I._..;.!_Y __ 

Inforo tlon roceived up to 10 A. tl . 19tn llovembor , 1943. 

2 

l. mJJ1 Hort.ll lltldlltlc l8tll One of H. ll. Sluopa oocorUng hoo:o-bound c.;nv~f 
t.orpo~ond tl. r:. A•or u ~nd t.llkon in tow . 

Oodocanoue u:.nos. An ovacuet.lon oche1to b·r C.iquo is .1.n oyerlit.it.'!l 
soo.ll pu1•tioe havo r.alro\...cly .,.,, ;ltd in .W.B•~ .,tc ~ 

.... 
1:t sr..«lS bot.h t>orts havo l>een h04vily o~tAc. • ..J bJ .i r en~ c"""""­

lca•l•'" ,,.. dlfflc-uh "" 18th . ilu1k of arl thh Tr..upL had l>no I!'.OVeQ c>lrlln" 
t. .. ~· .... .._ .. , rot1e.L"tln Lrccc.:, .:;.nd I talians ar£. under 6r1t.lo.~h C~:t. 

J.""llA.u .I..s:!!x. Patrollin0 ec..ntinucs . 1ntry eathnr rorNrt.e.! ~rsi&tinb 
up t.o t7th/18tn. iUVf.n r~lillv 1\ue rloen 7 feet. 

Yugoolnvia Ccr ... :'lan& have cupt.ure<1 Dtl!WJK lt.W"' .. tO anJ Tf\ul..aiR 
of Sn!l') c·nd Partirnns n"w r.vucu., t"'' t'i.:J.J'L!>nC 
l'&U-.SGLA. 

) . Ah OJ· .. J.r!v,l:; >'cot&rr. f rvnt 17tn/18th . J~J t.ono ·"koppo<! en t.WI!!htll •4 
LUO.;l!..t~wJr~ . 

•ot.."a. JJ3 ~uno •kopp<td l>f lib>roiA..r• (8.!4) (<}mia&.tn,j) c.n ~lt Fr W>v Md E.ogin~ 
;\up 1r r .etor1o:: OSIN . ''t:ntot:r &oo..-1, result. .. rf}yert. od "ox~ollent" . ::.noay 
il)&~r C&'U•ltlan 1).8.15 . 46 l'Yj)huono 'ocoborG Ut.&lO<~<i !Aillt.1r/ ol>JrctiVO$ 

.. . ... . o: ~rtl~ 4U . lto:;u..U..r~ r ·.-JNrt.od "verj ~-1" . 

• o:T./Ht.ll. ,1 rcr&ft do<, ... tche<i. : ii..lt...l.4 440 Ho>~~vlon (9:>1-.'ln;;) thle~. cloud. 
_-~o. •. m-IA )'15 hca.vios (22 W.scing) . . e Ul'lt C(llt, r....o:>ln~ :sc.....tt.ur.:-J; wr._ ..,t.s L, 
•· "'·1 2(, S•~-,.inin(, 16, Lea.i'l e to 13, htru<1oro ~ll (1 oi&slng), 

r.1 cno..:1.y ai rcrlli't. c rossed South Co..1ot, o"obod cc~t.toJrt.tu 1x.int.s , d.aoa.ge 
lL •1r.., O:"'u f .... to1 <a.t.f!tU..,lt.y . 

Sou~ Franco . 16th. r ortrvbQO. ( 817) <lN:>, "'' 17'1 w .• < r. 
ISI'i\;;.. "~ fila~ 1\J.rftdd (~7 C>ileo rl .. · • 

1,3 :tar auJor o (B26) bo"'Je'l ~AILN Alrrtold (o .. mc. Ar•t ) • 
.... 
i5 Yu oslnvi~ 
% ... 
a: 

1~t.:1 . r'i t.ohJl t~ (n:>5) drop,JM! .?U t.vne on tf')i."KO 
at ~H:l~!l,\ ()? mll H .. ~J . ai"ul'l'J 

~ ~ J.7t.l>. 41 Fortr~ "' ( • J.7) ~ud J~ bll :.Cnolis (b ~~ ~ 
o bvmbud 2 tiirh•Jl D nt~o~~ . 
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UNITED STATES OF AMERICA 

TREASURY SAVINGS NOTES 
Series C 

TREASURY DEPARTMENT, 
OmCB OP Till SE<:RETAIIY, 

WGihi•gtOIO, No•-lur M,19U. 

1. OFFERING OP NO'TES 

257 

1. The Secretary of the Trealury, purauant to the authority of the Second Liberty Bond Act, u 
amended, of!era for oale to the people of tho United States, at par, an laaue of notea of the United 
States, dctlanated TreMury Savin&'& Notes, Series C, which notes, If lnacrlbed In the name of a 
Federal taxpayer, will be receivable as hereinafter provided at par and IIA:crued Interest in payment 
of ~·cdcrAI Incomc estate and gift taxes. ., 

2. The t.orm trrcasury Savings Notes, Series 0, as used in thia clreular shall include Treasury\: 
Notes ot Tax Series C, issued under thi.a circular as Ol·ig-Jnally publl&hed and Treaaury Savinas 
Notes, Scrlea C, i .. ued under this eireular u originally publiahed and amended. 

S. Tho sale of th.e notes will continuo until terminated by the Sec:Niary ot tho Trbsury. 

IL DESCRIPTION OP NOTES 

I. G<MrGI.-Trealury Savings Nolet, Series C, will in each inatance be doted u of the lirat day 
or the month in which payment, at par, II received and credited by an agent authoriud to iasue tho 
notes. They will mature three yeara rrom that date, and may not be called by the Secretary or the 
Treasury for redemption before maturit)•. All notes iasued durinr any one calendar year ahall con­
atitute a separate aeries indicated by the lctler "C" followed by the year or maturity. At the time 
of issue the authorized issuing agent will lnaeribe on the face of each noto the name and address of 
the e1vner, will enter the date as of which tho note is issued and will Imprint his dating stamp (with 
current date). The notes will be issuod In dono;ninntions of $100, $600, fl,OOO, ~.ooo, ~10,000, 
$100,000, $600,000 and $1,000,000. Exc.hnngo of a uthori""d denominations from higher to lower, 
but not from lower to higher, may be nrran11cd at tho office of the aj!ent that issued the note. 

2. Acceptance {or Tazu trr Ct~~h Rcdcmption..-lf inscribed m the name of an individual, eor­
porotlon, or other entity paying Federal estate, income or g'i!t taxea, tho not.ot will be receivable, sub­
ject "'the provisions of Section IV of thlt circular, at par and accrued lntc..,.t, in payment of such 
Federal taxes aa&COsed against the owner or his eatat.e. If not p......,nted In payment of taxes, or if 
not inseribed In the name of a Federal taxpayer, and subjeet to the proviaiona of Seetion V of this 
cireu1t.r, the notes wiJI be payable at maturity or, at the o"-ner's opt1on and request, they will be 
...S..m,blc bero..- maturity, at par and aceNed Interest. 

3. lnterut.-lnterest on each $1,000 principal amount of Savinp Notes, Serlea C, will accrue 
e:w:b month rrom the month o·f issue, on a gradunU!d scale. as follows: 

f'l111t to Sixth months, incluaiv $0.50 each month. 
Sr1·onth to Twelfth months, incluelvo .80 each month. 
Thirteenth to Eighteenth month&, inclusiv .90 each month. 
Nineteenth to Twcnty .. fourth months, lnc:lmJive 1.00 each month. 
Twcnty.ftfth to Thirty-sixth months, lnclusiv .. -- .. - 1.10 each .month. 

The tnblc appended to this circular ahowa for notes <!f each denomination, ~or each consecutive cal· 
011dar month fNm month of 1S$Ue to monll1 of matur~ty, (a) the amount of mt.orcat acerual, (b) tho 
prlncip.11 amount of the note with aecrucd Interest (cumulative) added, nnd (e) the approximate 
!"''CSiment yields. In no caae shsll lntereat acerue beyond the month In which the note Is presented 
•• ~'mcnt of taxes, or for redemption before maturity as provided in Section V of this circular, or 
boyond lu maturity. Interest will be paid only with the pnocipal amoonL 

4 .. Fo,... of ilolcriptiO!I..-Treaaury Savinp Notes, Scrios C, may be inacri~ In ~e name of 
an inda\•idual, corporation, unincorporated NtOCiation or society, or a ftduclary (Including trusteea 
Under a duly eatabliahed trnst where the not.ol would not be held as security for the performance of 
~.~?ty or obllption), whether or not the lnacribed owner 0. subject to Federal taxation. The~ may 
"""'be lnatrlbed in the name of a town, city, county or Sta~ or other rovemmental body and •n the 
n,amc of n PArtnersh!P. but notes in tho name or a partnership are not acceptable In .P"~entoftaxea, 
Since n PArtnership 1s not a Federal taxpnylng entity. The notes will not be lnecnbed m the nomea 
of two or moro person.s as joint owners or coowncrs; or in the name of a public otnee.r, whether or 
not nnrncd as trustee, where the notca would in effect be held as aecurlty. 
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6 N...,.....u/lr<lbUily.-The noiM may not ~ tran.oferred In ordinary • .......,. uce 1 lhal 
(1) ;j Uac:ribed lu the iwne of a married man they may ~ ~iNued In the name ol bJa wife. or if lnleribed in tht name of a married woman they may be reiUued In the name of htr h~ a requeot of the pe.-. in whote name the n- are lnlcrlbed and the tWTendtr of the not. to':;: ocent that iNued them; (2) if lnacrlbed In the name of a corporation ownint more than 50-~ of the stock, with vot!nt power, of another corporation, the notet may be reiuued in the name or the subaldlary upon request of the corporation and aurrender of the notoa to the agent that issued them; (S) upon the death or diaabliity of an individual lna~ril?ecl owner or the dissolution, conaou. dation or meraer of a corporation or unincorporated aaaoetatton named aa owner, rtlaaue or pay mont may be made in aceordan~ with Section VI hereof; and (4) payment but not reiaut,,..; be made aa a result of legal proceedlnp aa aet forth In aaid Section VI. The notes may not bt hypothecated and no attempted hypothecation or pledp aa security will be recoguized by the trea.. 
ury Department: l'ro1!i<Ud, ""'"""· that the notet may be pledted aa collateral for Joana ,_ banldnt ioalitutlona and If title thereto is acquired by a bank becauao of the failure or a loan to bt paid, the notna w\11 be redeemed at par and accrued lnte~t to the month In whlch acquired on aur. render tn the &JOnt who iaaued them, accompanied by proof of the data of acquisition and by request of the plcdg.,. under power of attorney given by tho pledgor in whoso name the notes arc Inscribed. The notes will not be transferred to a pledgee. Tho notea will not be accoptable to 6ecure dcpo~it~ ol public mooeya. . 

6. TGZGii010.-lncome derived from the notet ahall be subject to all Federal tax.._ now or h•~ after impoaecl. The notes ahall be aubject tn eotate, Inheritance gift or other eJ<tUe tax-. whotbU Federal or State, but ahall be extmpt from all taxatioo now or hereafter imposed on the principol or interest thueof by any Stata, or any of the poaaeaal6na of the United Stales, or by any local ux. ing authority. 
Ill. PURCHASB OP NOTES 

1. 0/ficial Aqencies.-Jn addition to the Tre01ury Department, tho Federal Reserve Banks and their Branthea are hereby deaianated agenefea for tho iaaue and redemption of T ..... ury &villi' Notes, Serica C. The Secretary of the Treaoury, from time tn time, In hil discretion. may d .. ignatt other agencica lor the issue of the notes, or for accepting apptieationa therefor, or lor ID&lcina PIJ· menta on account of the redemption thereof. 
2. Applialtiov o...t poJI?Mftt.-Applicationa will be received by the Federal Reoef\•e Banks and Branches and by the Truaurer of the United States, Waahlngton, D. C. Banking inatitutlona and aecurlty dealora generally may submit applications for aocount of customers, but only the Federal Reserve Banks and their Branches and the Treuury Department are authorized to net aa official agenciea. Tho uae of an official application form Ia desirable but not necessary. Appropriate forms may be obtained on application to any Fedornl Reserve Bank or Branch, or the TTeaaurer o! the United Statet, Waahington. D. C. Every application must be accompaniea by payment in lull. at par. Any form of exchanre. includint personal checks, will be accepted subject to eollectlon. and ahould be drawn to the order ol tho Federal Reaerve Bank or of the ~urer of the United StAtts, u payee, aa the ease may be. The dato funds are made available on collectlon of exchange will IV'"· ern the issue data of the notea. Any depoaitary, quallfled pursuant to the proviJiom of Treuurr Department Circular No. 92, Reviled, aa amended, will be permitted to make payment by credi~ lor notes applied for on behalf of itscll or Its cuatnmera up to any amount for which it shall be qua lifted in excess of exlating dcpoaita. . . 8. Rt .. rvaticma.-Tbe Secretary of the Treasury ~rves tho rirht tn reject any application tn whole or in part, and to refuae tn iaaue or permit tn be iaaued hereunder any notes in any cAM or in any elaaa or claaaeo of cuea if he deema suth action tn be in the public interest, and hil action in.~ auch reopect thai I be I!Ju.l. U an application is rejected, in whole or In part, any payment ....., therefor will be refunded. • 4. D.Uv.., of Mtu.-Upon acceptance of fuiJ.pald a~plicationa, notes will be duly inacnbtd and, unleaa delivered In peraon, will be delivered, at the risk and expenao of the United Stat~• at tho addreaa given by the purehaaer, by mail, but only within the United States, its terrltorloa and inau· lar poaaeaalona and the Canal Zone. No deliveriea elaewhero will bd made. 

IV. PRES£NTAnON IN PATMIINT OF TAJU:S 
1. Durlnt and alter the aeeond calendar month after the month of purehase (aa tho"" by tho ~ue date on Nd\ note), durlnt auth time, and under audl rulea and f01Uiationa aa tho (;onunll­aiOntr of Internal Revenue, with the approval of the Secretary of the ~ury. ahall proaen'bt. notes laaued hereunder In the name of a taxpayer (Individual, corporation, or other entity) mar~ preaented and ourrendered by ouch taxpayer, hla a,ront, or hia estata, to, the Collector of InUrn Revenue tn whom tho tax return Ia made, and will be receivable by the Collector at par nnd atcn!ed Interest from the month of laaue to the month, lncl~ive (but no accrual beyond maturity), in wh!eh f:"""ted• In payment of any Federal Income taxes (current and back personal and oor:,r:;: -. and ox.-.proflts taxee), or any Federal utata or gift taxee (c:urrent and bade) --
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op!DJI tho ID~Cribed owner or hla eetate. The notea muot be forwarded to the cOllector at the rlak 

aiid 6JlODII of t!'e owner, and, for the owner'• protection, obould be forwarded by rerlatered mail, 

It 101 p,_.wd tn peroon. 
V. CASH REDt:MPTIOll AT OR PRIOR TO KATURITY 

1• GtMrol.-(4) Any Trcuury .Savlnaa Note of Seri .. C not preeented in payment of taxee 

,;u beJllid at maturity, or1at tho option anu rcqueat of the owner and without advanoo notioe wul 

lie l!(!ecmed before maturicy, but the nolel may be redeemed before maturity only during and &fter 

l!lttixthcaltn~ar month after the month of laaue _(u lhown on the face of ea<h nolo). (b) Pay. 

n>CDI 1t matunty or on redemption before maturity will be made at par and accrued lntereat to the 

,...th ot payment, except, if a note .Ia inaerlbcd in tho n~e of a bank that accepts demand depoalta, 

pl),...l at maturity or on redemption beforo maturity wtll be made only at tile iuue price. or par 

ttlllt nou. However, If a note Ia acquired by any auch bank through forfeiture of a loan payment 

will be made at the reaemption value for the month In which ao acquired. ' 

2. E•ccvlim of r<Q1Uit for !XIvmt>lt.-The owner in whoao name the note ia lnacribed muat 

ljlpear beforo one of tho oftl~era aut!'or ized by th~ Secretary of the TrcMury to witnoaa and certify 

,q ... ta tor payment, .. tabheh hia Jdentlty, and 1n tho presence of aueh officer sign tho rcqueat for 

,.,..,..t appearinr on the back of the note, adding the address to which check ia to be mailed. After 

tilt requett for payment has been ao aigned, the w!tneaaing ollleer ahould complete and olgn tile t<~r­

UIIcato provided for hla uae. , 
3. OI!Uero autlu>ri•t<L I<> witne .. and Om'tif!l requuto for IXIJI!t'ent.- AII officcra authorl•ed to 

oitneSS and certi!y rcqueata for payment of United State& Savinp Bond&, aa act forth In Treasury 

~nt Circular No. 5SO, Fifth Revlalon, aa amended. are hereby authori>ed to witneaa and 

mtlfy requeota lor cuh redemption of Treuury note& laaued under thia circulAr. Such oftlcera fn. 

dude,amon~r others, United Statea J)06tmastora, certain other poet office officials, offit<~ra of all banks 

and trust companies incorporated In the United State& or Ita organized territories, lnctuding officora 

II branch .. thereof, and commlaaloned officers o! the Anny, Navy, Marine Corpa and Coast Guard. 

4. Prueot.aliDA '""' ...,.,.....,.,..- Note& bearing properly executed rcqu .. ta for payment muat 

bt p .... nwd and surTtndered to the agent that isoued the nolel (as shown by the agent's dating 

atamp) , at the expenac and risk of the owner. For the owner's protection, notes ahould bo for-. 

warded by registered mAll. if not presented In person. 
S. Parli4l redemplion.-Partlal cash redemption of a nolo. oor,..,.pondlng to an authorized do­

aomioation, may be made in the ...,e manner aa Cor Cull cash redemption. appropriate ehangea being 

llllde in the request Cor payment. In caao of partial redemption ot a note. the remolnder will be 

rtiuued in the same name and with the aame date of issue as the note surrendered. 
6. Pay,..,.t.-Payment of a ny note, olther a t maturity or on redemption before mAturity, will 

bt made only by the Federal Reaerve !lank or Branch or the Trcuury Department, aa the caoe may 

bt. thatlsoued the note. and will be made by check drawn to the order of the owner, and mailed to 

thuddreu given in hla rcqueot for payment. 

VI. PAYM£NT OR R£1SSUJ;l TO OTIIER THAN INSCRIBEl) 0WN£R 

I. DtdtA or Dildbilittf.-ln cue of the death or dlaabllity of an individual owner and the notea 

~ 1101 to be preaented In payment of taxeo payment will be made to tho duly constituted re~reaenta· 

u~e or hia .. tate. or they may be rei .. ued 10 one or mare of hla hein or logateea upon aatiatactory 

Proof of thalr right; but no reissue will oo made in two names jointly or as coownen. 

2. DiA•oh<titm or Merger of Corparati-. etc.- If a corporation or unincorporated body, lfl 

•h\"0 nameo notea are lnaeribed, Ia disaolved. consolidated, merged or otherwise cb~nq~ Ita or~am· 

aabon, tho notes may be paid to, or reissued In the name or thola persons or orpnltal!on~ lAwfully 

tolltfed to the aseeta of auch comoration or body by t'<aaon of such changeo in organization. 

S. Bonkrut>tC!J.-It an lnliCrlbed owner of note& Ia declared benlmlpt or lnaolvent. pavment. but 

not rol .. uo. will be made to tlle duly oualffiod trustee. receiver or similar representative I! the notes 

are submitw with aatlafaetory proof of hla appointment and qualificat ion. . 

I 
4. Creditor.' Rillhto~Pavment. but not rcf .. ue,willoomadeaaareeultof judJc!alp:::::Jnp 

• • toort of competent jurisdiction, If the notes are aubmitted witll proper proof of auch P nra 

and their finality 
. . 

5. i•• l,..cti.;... and fn/ormalion..-Before executing the rcqueot for payment or aubm1ttm~r tile 

llOtea und•r tile provialons of thl• section, lnatructiona should be obtained from the laaulng agent or 

f- the Trtuury Department, Diviaion of Loans and C,.....ey, Washington 25, D. C. 

Vtl. GI!N&RAL PROVISIONS 

I. Rtg!datlom.-Except 11 provided In this cll"Cular, the notea laaued hereunder will be aublect 

~-ll)• J<eneral regul•tlona of the Tre»ury Deoartment, no,. or hereafter preseri
1
beded •• ro•Deernl:l 

.....,. ~d notea ot tho United Stalel; the regulationa CUrftlltl1 In force a re conta n m PI 

.,..t Circular No. SOO, u amended. 
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2. Lou, Tlttft or Dt~lruclio!o.:....ln .,..., of~· loll, theft or d..truetion of a aav~op ll4lte . 
diate notice (whodl ahould include a full descroptlon or the note) ahould be go•·en the~ ':l.':; 
ialuod the note and instructions ahould be requested u te the prooechlre nec:osaary to """'" 
duplicate. 1 

s. FucaJ Aqt•u.-Foderal Re&el'\'e Banka and their Branehea, u fiscal agenta or the Ulll1o4 
Slaw ore authorized te perfonn sudl scrviec8 or acta u may be appropriate and n ...... l')' •ndtr 
t.he proviaiona or thia circular and under any instruction• given by the Secretary or the T.....,ry 

4. AmOIIdmC?ti•.-The Secretary of the Treasury may at any time or from tome to time aupp~ 
mcnt or ttmcnd the tenns of this circular, or of nny amc.ndmc.nta or supplements thereto and may al 
any time or from timo te time prescribe amendatory rules and regulations governing the oWtrinr 
or t.ho notos, Information as te whidl will promptly be furnished to tho Fodera! Reserve Bankt. 

D. W. BELL, 
AC!ting SecrttiJf'JI of tM Ttlftft'\1, 

(Filed with. the Oi•iicion of the Ftdtul RuiJter, Non•ber 23, 1~3) 

TREASURY SAVINGS NOTtlS-SERI£8 0 , . 
TA8L£ OP T.olX.PAYMEl''T OR R8D£MPTIOI( VALUES AN D ISVESTME!>'T nELDS 
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" " " I= " " " " " " 
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IHTatDEPARTMEHTAL WAR SAVI NGS BOND OOMMIITEE 

WAaHIHO'TOH 

llltr1DC the !hird Wu Loaa Drln, 7010 wroh to the 
Sooretar;r of State aalc1DC that eabau1 .. , 1ep.t1ollo, aa4 
fordp. ahoioao 1a lfaah1DC\oll h oontaoh4 v1 t h a Tiov 
to ot1ltllat1DC t he 1ateru\ of .&Mrloan e.p1o)'eu 1a tha 
pw-cha .. of Wu SaTiDC• Jon4o. 

lfo followed thlo 1lp •• beet vo 001114. v1 th tha 
fol1ovlnc reOQltaa 

JAotral1an Location • •.•• • 1 boD4 
Jo1Cian &.baot7 •••• .. ••• • 20 hoD4o 
CsecboeloTakian :1Uao87 •• -
OUbaa Jabaot7 ••••••. • •••• Jl bon4o 
11c..._ llabao07 ....... 6 boD4o 
lorwcian :r.buo7 ..... . .. 1 hondo 
feneauelan lo&haoq •.••••• 17 boD4o 
TDCOelaT1&D :r.bae07 •••••• 14 boD4o 

$18.75 
2,081.25 

10,~.00 
1,256.25 

206.25 
881.25 
693·75 

1, 781.25 

!otel ·· · · ·····• •• $17,368.75 

!I! he Jr1 Ueh llabaot7, vll1ch I u4erotaad aiiQ)1070 a 1arce 
D.uablr of Merlcen c1t1aene b. Y&rlov.a at.ealoa.e, dicl z:r.o' re­
ce1Ye the .... ran&wa of t ha DopartaeDt of State 1D 81lff1c1eDt 
tlae to arr- for the aelo of boada clll.rlDC t he !l!hird War 
Loaa Dr1n. BoveYer, tha .&Mrloan oUhaDo up107e4 there 
haTO a Pq-roU SaYiaco Plaa: aa4 Mr. lf1111u Ohuo of tho 
labaoq 1aforaall7 adYbed that a 111>11ber of boDb wre pu­
chaoed for e&eh 1D addition to tbo .. rocul&rl7 bo"Cht thro"Ch 
tha Pq- roll Plaa. 

llr. :a-~~.., J. Gordon, Chancaller of the Cbllaaa llabao07, 
414 11ct reca1n the ae•r&D4ua 1n lll>ff1o1ellt Uaa to al'r&DC' 
for tba aele of bolide. laVeYer, ha 1nfonal17 adTioed that 
four .&aerlcan cltbene nplo)'ed at the bbao07 pw-chaeed bona., 
but be 414 aot bov the nlue of the boD4o. 

!l!be Departaent of State adYhe4 that the Bnoo1&D bbaoa)' 
bad Dot replied to the aa100raa4Da. 
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Now \hAt wo ha•e t ho contac\o wlth \ ho torolco 
ombauleo and logationo, we aq bo ablo \o do a bottor 
Job ln \ho tu\uro • 

.. 
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() Dece~r 1, 1943 

The Secretary decided not to answer 
thla letter, 

• , 
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HlADOU.UTDS 
HOITH ABICAN THlATil Of OPIIAllONS 

UNmD STATil AlMT 

Ill', flllll'Y ll>rpntbo.u 
secretary ot tho orr.a.....,. 
WeebitletOD o Do O, 

rq dear Ia'. 9eoretarya 

' ) 

'' 

L 

I 11a ... jut reoeiftd a r~ort whioh indioataa a trul7 
...,...lcal>a OCIIIPllanM with JOI'%' requ .. t to ohip to t11a ll!>ited Stet .. 
i- tor 41epla7 in OOIIDHtion with t11a MXt war 80D4 DriTo, 

I • atteohinc a oerbaD oat17 ot tba repart which lUte the 
it.,.. now iD treneU to tba ll!>ited stetH in tba hope tbat they will 
... oh tbore by the let ot Decembc', 

I 4o DOt 1mo1r wbether tbo. ehi-t ot the t- ark VI 
telllce wea an ordinary or an extraordinary attcrt on the part ot the 
!IA1'aJSA arp.nit.atioD, I euapect tbat it wu extraordinary end u a 
roaul t ot epooial attort on tha pert ot liTeral ot tho opooiel trienda 
ot B.D."e , Pri-ll, I know that ON>Mal :Fatton end Oeneral stnert 
took UJIIIoual etepe ea soon u they realised the tull i=plicatiODe ot 
~ prOIIioa to oall har to tha UDito4 stat01 it three lark VIa ... ..., 
ahipped. At aQT rate they are on their way, 

1 .n.ola OCIP)' _, CG SOS to DTC 
Ropart on 11>1-t• ot 
u- tar war BoD4 ~i ... 
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( The carbon o opy a ttacbaent ( ot which 
thla ia 1 photoetat) waa gi•en to 
Mr. Sai th today 12/1/43 . 

... 
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!Ut-
IIEliliWfDUK FOO THE SXCRRTJ.RI. 

Noveaber 19, 1943. 

llail Report 

Although the routine mail of the Treasury Depart­
ment is heav.r , thla ia a period when the fan mail is 
notioeabl;y alack. Not onl;y han the receipts fallen 
off, but the topics covered are ao scattered that an;y 
unified report on the mail ia impossible to make. 
The only positive conclusion drawn from the week's 
receipts is that business firaa prefer a short term 
security for the Fourth Drive. Of 185 replies received 
up to Frid&f morning , from those to whom the telegram 
askinc preference was sent, 150 voted tor a 1-year 
offertng, 15 for a 5-year note, and the others for tax 
certificates, etc . 

There were a few requests for special Christmas 
Bonds and Stamps, 111 d the uaual inquiri ea about redeem­
ing or re- inscribing Bonds . 1 total of 62 were sub­
mitted directly for redemption. Two or three letters 
spoke of instances of excessive cashing of Bonds. 
Complaints about undelivered Bonds from War Department 
personnel now stay at about the 25 mark. Not many 
months ago they were three or four timea above thie. 
Reporte of failure to receive interest on Bonda dropped 
to 10. 

There were few comments on taxes. Several associa­
tions submitted reaolutions aaking simplification of 
taxes and forma. One resol ved that a sales tax be 
adopted, and another that Social Security taxes be 
maintained at their ~resent level. The propoeed in­
crease in taxes on l1quor brought a few strong objec­
tions on the basis that bootlegging will be the inevit­
able result . Occasionall;y a correspondent advancea the 
idea that tax refunda be made in the form of War Bonds. 

In the miscellaneous mail were 5 Congresai onally 
transmitted protests against the Salar;y Stabilization 
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llemorandwa !or the Secret&17. NoTeDber 19, 1943. 

Amendment concerning commlssione, There were 5 plana 
for a national lotterr, comments and questions about 
the International Stabilization Fund, and recent gold 
exportations, andJuite a nuaber of Foreign Funds 
communications . ter all the opposition, now comes 
a l etter proteeti~ the discontinuance of the ateel 
pennies , It was s1gned b7 officer• of the Union of the 
compLD¥ ~ere the zinc coating of these pennies ia done. 
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General Comments 

J . M. Jones , icting Secretary~ National Wool Growers 
Association, Salt La.ke City, ut&h. The wool growers 
of this country are very much interested in the work 
done and that that is being done b7 the Treasury Depart­
lUll t in the testi.ng of shrinkages end in the teati.ng 
for fineness of wool. KBnY of ua feel that Mr. Herbert 
Wollner has dona a remarkable job in this field . We 
also feel that aa citizens we should know aore about 
how and what these methods of testing of wool have meant 
to our Govern11ent. Wool grower• are naturally in­
terested in this shri.nlcage work because of the tariff 
duty. We feel that for the first tiae you are now col­
lecting the full amount of duty aa provided by law. 
Therefore, we have a great amount of interest in this 
work. We feel , too, that the methods now in use by 
your Departaent have very definite application to the 
problems of the domestic wool grower. • • • 

John Conrad Mrozinski, Wilkes-Barre, Pa. I as a private 
oitizen of this great nation am in full acoord with 
your leadership as head of the Treaaury Department. 
Continue your splendid work. 

Melchor Leon, El Dragon de Oro, S.i., Mexico City, 
Mexico. • • • I take the pleasure to inclose herewith 
New York dra!t in the amount of $72. 99, equivalent of 
$354.00 Wexican pesos (at the rate of exchange of $4.85 
pesos for $1.00) , to which amounted the 25% of all pur­
chases made by illerican citizens in this store during 
the aonth af October 1943, that is donated to the U.S. 

• • Gove~t for ~ational Defense • 
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Favorable ·Comments on Bonds 

Webb G. Welborne, Daytona Beach, Florida. Way I pre­
sume to make the following suggestion in possible 
furtherance of the sale of War Bonds? Early in 
December the banks of the nation will mail to thei r 
Christmas Savings Club depositors checks amounting t o 
approximately $400,000,000. This vast aum is new 
wealth for which those receiving it will have no 
urgent need. Much of it will be needlessly and fool­
isnly squandered with the inevitable disastrous reault -­
another inflation boost. Why not, then, through the 
good officea of your Department have the banks aail 
to all depositors two-way post card•, one asking for 
authority to withhold a apecified percentage (10, 20 
or 25%) of the value of the check ln payment for a War 
Bond or Bonds, to be delivered with the savings check 
before Christmas , the return card to bear a form to be 
filled in giving withholding autHority and signature 
of the depositor. Big job; yee , and the time is short, 
but you have aucoessfully put over bigger ones. 
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Unfavorable Co.aenta on Bonde 

Floyd K, Jonea, Jr. , Harriaburg, Pa, I was eaployed 
at the Kiddletown 1ir Service Depot froa November 4, 
1942, until January 11, 1943, I subscribed to t he War 
Savings Bond Plan, having the sum of $6.25 deducted 
from ~ earnings every pay period, which waa aemi­
monthly. lfter a period of six aontha I called the ~ar 
Bond Unit at Kid dlet011n .lir Service Depot and al so aade 
several trips , trying to get some intorution why I had 
not received my Bond. I wrote to the office in Washington, 
as instructed, and received a letter froa Lieut. Colon.el 
J. H. Reea, Chicago, Ill., stating that civilian pay-
roll deduotiona lllf.de prior to January 1, 1943, have 
not been applied to the purchase of Bonds aa authorized 
by individual subscribers, and referred me to the 
Personnel Officer at Kiddletown i ir Service Coapany. 
I have again written to the Personnel Officer at 
Kiddlet011n several times, In rq last letter to thea 
I cancelled rq subscription to the Bond Plan, and asked 
for the refunding of my money. I received a reply re­
questing me to make no further inquiries for another 
three months or more, from George E, Boudreau, Firat 
Lieutenant, iir Corps Certif7ing Officer, Kiddletown 
1ir Service Command. In view of the facte as atated, 
I feel that I am justified in making this ap~eal to you, 
after waiting over eleven months for that which I paid 
in all .go.od laith, and having exhausted every conceiv­
able source of redress , I am asking 70u toJleaae 
advise the responsible authoritiea of the r Service 
CoiiiD&nd to send ae a $25 War Bond or refund 'lf1 aoney, 
$18. 75, immediatel7. illow ae to thank you in advanc! 
for the pro~t attention that I know you will give th~• 
aoat i~ortant matter . 

Dorothy Berfh, Seattle, Washington. During 1942, War 
Bond deduct ona were taken from my wages each month 
for moat of the year in return for which I have received 
only one $50 paper B~nd. The balance purchased prior 
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to the time the Seattle ~rtermaster Depot commenced 
issuing the paper Bonde from their own Department, 
were not received bT me . I have ter.Unated e,lo1ment 
at the Seattle !r~ Service Forces Depot, and heT have 
informed me that the Government has initiated an office 
at Chicago for taking cere of these delinquent Bonds, 
but over a Tear has passed and nothing baa been done 
regarding the matter which I have taken up with the 
Depot repeatedlT• !s TOU know, there is no incentive 
to purchase more Bonds, with this sort of matter in 
suspense. • • * b I have mentioned, the onl1 an.swer 
I can obtain from the Seattle Ar.f Service Depot ia 
that an office is being established at Chicago to take 
care of such business . This onl7, however, without 1n1 
further action from Chica~o, does not furniah me anT 
assurance that the moneT 1s credited to ~ account. • • • 

John 0. W. Coas, Salt Lake CitT, Utah. In August or 
September of 1942, while emploTed at the Quartermaster 
W&rket Center , San Francisco, Calif. , I authorized a 
deduction from my pay for the purchase of Series •E• 
Bonds . I was transferred to the Chicago Office of the 
Quartermaster ~rket Center in Ootober, 1942, where the 
paT deduction wee continued. Throughout this more than 
a year, I have received but three $25 Bonds. I have 
written to the Bond Officer, Oakland, Calif., Quarter­
master Depot, and to the Bond Officer, Chicafo Quart~­
maater Depot, aaking for a reason for the de aT in the 
deliver1 of these Bonds. their replies were all baae9 
on the same excuse -- that there had been a rearrange­
ment of the Iaeuing Office and that a:r Bonds would be 
forthcoming when this reorganization was complete. That 
was aome time in the earlT summer, and I am still with­
out ~Bonds. I have notified the Bond Officer of this 
office to diacontinue deduction from my paT to cover 
Bond purchases. I ahall continue to buy more than the 
10% asked of the average person, but through ~ bank • .. .. . 
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Unf&vor&ble Comment& on Taxation 

wra. J. W. How&rd, Kans&s Cit.y, Wo. I'd like to know 
how &ny sane person can expect people to estimate their 
year's income in &dvanoe . That m&y be aimple if you 
have a fixed income. For the moat part, our income 
comes from dividends. * * * I have had to pay & tax 
man twice this year -- and will have to pq again in 
December, bec&use I can't figure out all conglomeration 
on the returns. Of course I'm not so happy at having 
to pay out 28% of mf income in t&Xe&, but I wouldn't 
object &o much, since the War must be won, except l'a 
nearlY era~ trying to follow all the cock- eyed things 
demanaea of us. In the name of humanity, won 't you 
aee if you can't find a more sane methoa of computing 
and collecting taxes? I'm just one of many who feel 
this way, but I'm one of the few who is willing to take 
time to write about it -- and contribute a 3-cent staap - ­
and I hear it will soon be 4-cents t Yours for simpler 
taxes. 

271 

Regraded Unclassified



TREASURY DEPARTMENT 

WASH INGTON 25 

Ueo>orandu.~ for llr. Sullivllll, 
Assistant to the Secretary, 

NOV 19 1943 . 

Thio is with further reference to the aurvey which the 
3urew has been conducting as to the current liquor shortage, 
and t he black ooarl<et in tupaid dolleatic whiakieo which has 
resulted therefrom, 

The survey indicates that the distillers now are marketing 
only about sixty-rive per cent of the quantity or whiskey with­
dra•n !or to.xp4,Ylllent a year ago. There now are approx.IJoately 
400,000,000 gallons of whiskey in warehouseo, which b a folll'­
year supply at the present reduced rate of withdrawals. In 
lisht or the existing demand brought about by increased 
purchasing power, it is safe to assWlle that the demand now 
exceeds by more than fifty per cent the supply being made 
available by distillers. ~hile the survey indicated the trade 
was satiofied that industry-imposed rationing was necessary 
in order that an adequate post-war supply of Whiskey might be 
available, yot it is not unlikely that other factors influenced 
tho die tillers, 

Tho fact that. all distillers are now engaged in the produc­
tion ot alcohol on a twenty-tou.r hour baaia has undoubtedly 
inereaaed their profits to the place Where their coJ'])Or&te 
incou taxea are such, tram their point. or view, u to no 
longer turnlah an incentive to risk the ha&ard ot an inadequate 
post-war aupply 1n order to aeet more nearly the current duand 
!or domestic whiakies. 

As wao pointed out in the Bureau 1s mer.10r andum of lfovember 9, 
1943, interviews had with oholesolers and retailers in ~ashington, 
D. C., and Baltimore, W&ryland, in connection with the survey, 
indicate that 1n license states wholesaloro are supplying tully 
tho requirements of hotels and bars, and rliacriminntlng against 
package stores, with the result that thia type or outlet can 

272 

li 

Regraded Unclassified



l!a:!Orandu.:a tor llr. Sullivan, 
Asoietant to tho Secretary. 

Page two. 

suppl,Y onl.v a small fraction of the demand. \"lhilo t ho inquiry 
Mndo in ~aohineton, D. C., disclosed that oomo ot tho hotels and 
bo.rs hlld been otfered large quantities of liquor at black market 
prices, yet no evidence was disclosed indicating t hat either 
oholoaalo or retail dealers were selling liquor in tho black 
market . This condition probably can be attributed to t he close 
o~rvloion exorcised over tho liquor buoinoaa in tho District 
or Columbia by tho Alcoholic Beverage Board. 

the survey ""'do in Baltimore disclosed tho liquor ahortap 
to be allaoat ae severe as in ":7ashlngt.on, D. C. I t was deternained 
that pocl<ap stores, probabl;r acting as •tronta• tor whol eoalors, 
wore selling l orge quantities or liquor in tho monopoly States of 
Virgini a and r;eet Virginia. Inasmuch as invootigation disclosed 
t ho alleged purchasers to be fict itious, as reflected by 52-B 
Recorda, t horo can be no question but that thio l iquor was 
dlopooed ot at black market prices. Some evidence ot so-called 
"back door" sales by package stores and local bars at bonus 
prices was also developed . A number or the deal ers interviewed 
had been ot!erod liquor at black market priooa by individuals 
giving llew York or Now Jersey addresoos. 

Tho Baltimore r.holesalo Liquor Dealora Aaaociatlon, as 
th. ~••ult or tho !acts disclosed by tho survey, has t aken 
s tops to police dealers in that area wit h • view or cutting 
ott any black aarkot operator's source or supply. 

Ao you were p rnioualy adYisod, the Bureau, rogardlooo or 
ita lack or baalc Jurisdiction, baa tonaulat.ed an extensive 
invostiptivo program tor cO!Ibatlng tho black aarkot in Uquor. 
Attached i a a coomunication directed to all District. Supervisors 
ohich outlin .. t.be investigative approach. It will be noted, 
ohero Yiolations o! tho Uquor l aws oro not involved, tbat 
arran,...onte have been o!!octed with tho a>A t o handle price 
ceiling cuea through Joint lnveatigatione • 

CoJilliaoioner. 

Attachment 
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~ToSoDU 

l)btrle~ !looperYioor 1 
a.. JoN , W• J oric. 

la U.. lart alx~ dq8 aa ..waoin blaelt u.ricet. 1a 
\upoJ.4 ,._,Uo llhiMloo baa ... .u.,.t, -. ~ cU.nll.Len, 
1111C1er .., 1ad11Al7-~eol rn'•'"' .,_t., u.ricoU.., 0111.7 
aboo1. ~-tin per o.t ot ~o ..,..u.~ at llb1olc'Q' bo~u.t .,.., ..... 

Tl10 blao.t •ncet. ia ..-.s ~ u.. oVIWlt liquor lito~ 
01111 ~. -~ro.l ot prleao ~ (1'4 .. Uiap. !Ili a olwoU.. 
.... liMn ...... edftft~ ot bT .. -~ •\oJAo t he l.aolu\r7 
01111 b.T .. oftplllGiao d.eolero wl\IWI U.. lAdlllo\1'7 ~ .ullo aori>J.­
~111\ protU.o ,...1111-~ ot Ula pro1Ub1\1on ora. Bloolt u.ricet. 
prleoo ....,. troa •10 w ...,.. tl•• 1)0 a o- aben oolllnc 
prlHo 1a d.ltt-\ ooo"'-o ot U.. o-\1'7, dop....SU. lorrelJ' 
oa tho IIIIPP1T 1a a par\1Alar leool.l\7. Coad1~U. are p~io­
lllorl.T bed 1a tho C"'911T 8\a~, d.M ~ toM lnMili~T ot ~o 
o\a~ .Wre qet... ~ IIIPP1T e1\laar U.. --r or \he 1"0\a.U 
MLle\ *'''fn''•r tt7 tJM ddalr • 

.. u.. -.LeUa.r oller\ap --· ...... -"•. 1\ 1a opp.....­
~' U.. ~ ..S ot ~· llqstor "'"olao" •ill dAoriAtra\o 
111\e a ...a\ U .....U. et..pe are ae\ Mil• 1.0 I"'et.r1e\ Uoie 
\ftltie. ... ., f/6 u.. .us-... attoet. at blMk ..,.et. .. _. 
u- • Ute ••• • ..s ,_ ..tau t. ,_..u.r, \llo ~u 
Ma 1 • ·, ~ f/6 Uo 1MI< at M.o1o Jvl odiAIM, 
iT I t .... \Ilia \l'atfie W .... UO M Ml.T at Uwl W!Jul!l e 

p-ia~ et \M aeu ~ &M \1M Cria1Aa.1 Ceolo, "'"' ot \1110 
, i ' PriM Cnt-1 .wt., ~ wl\11 ,.,. 1a.....U,.Un 
P•l I aft1.lall1a fW \Ilia ,..,.. ... 

'Ills "''Woo 1lldell .,....... w laMw -.s>U..Uoa, ,...,....,.,. 
.,.. Ute tMh 1a ..- •-• are u teu-o 
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( l ) S.U. )ZJ:J, liiWMl lei ·CoM. (P.UU. \e 
pq op..tal \ea u I"Mt.1t1_., -1-le w ....U Uqooor 
dealer. ) 

Thl• e\e\11\a will llaft w' t .. u. -IT ..... till lllMic 

..,... ·-.... tailed \e qMl1fT ...... leeal ... 
ret.&ll Uqur cleelM>. '!ll.1e ..-t.. ow e!• bet~! eriai.Ml. 
- to.-hlban p.....t.S... 

f ...UOIIler ., .... u- 1a lalleoil \o tile fut tile\ tile 
.Llq1ool' aolAI w ,..___. loT -~~ ; ·!!fled ~ 1a 
oubjut \o tertel\uoe .,....,. t...... (s .. AT.Ctn.lar, 
A. T. Jo. 706.) A\\-'ia 1a alM called \o \be fertel\aN 
prc1't.t.. at S..UO. )11.6, Ia\ei'D&l ~Cede. I\ 1a 
p~Ueal \e ,._ ..W.t. b,_ ..rbt .,....,,._ w11l 

".......w • loT • .,..urw dealen. s- 1.o.r,. Mo.le 
~"--at w. .--, ~ • a aria\lT 
cl.-d..U.. llule, llaft al....q "-d----. ,._tile 
l>lMir --' ...,..\&1', • pela\ at 'Oift Ule adfta\ap at 
t.ll1a ,,. at opuaUa 1a \loa\ 1\ .u. 1D -..u.. hie 
ld .. uy, a-roUe ...,.llaMa wlill t.lle la'-1 ••• •• a .. , 
keepJ,.jr at .......... w\ ·-· Tile dload ....... la, ot 
c...,..., tut. \loa _.utled clealer • bJ- llt..elt \o 
botll t.11e oria1aa1 a1111 torteltan p,...lat.a at t.11e la\emal ... ~. 

(2) S.U. 2U7 ( a ) , fll\erUl ~ Cede. (Palaltle., 
U. at ~A ... I I ll ... . ) 

'!ll.1e ....... llu oppUea\t.. - , ... blaell ..... ¥\ 
.,._ .... 1e a cpaalltled •'••'• Uqoool' Mel ... , _. 
tala1tlee ~ ........ rel&Uw \e \lie naelp\ allll eale at 
U....la _... w 1 nuollll.eak MIU\ t.N!~Mftl.ao . 
!'ala u''• ,_.., • .aJ.r •r1ai.Ml ,....tat... 

2 t· .... 
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ol \ltla ..u. .. M •"' .... .,._ _,I hl• 41tti.­

Rl\T .-14 ., 't.U., ... -··'-· Ja \I'Mlltl ... 
1.s ... ut7lll1 u.. u....,.. .au~~ - \ale •Jen 11 "- taJ.ee 
11\q, ll..,.ftllllMe, 1\ 1a t.U U..\ \ale ..ten I er 
Wa pi'O'flaS. w1ll ,_. \e l'eftrlft lllulc •"'-' epe,.._ 
u- ..ter~. 

(') S..U. 240, Crlalllal CoMJ See\1• )~, U.S.C.A. 
11. (Sb~ ol llc;ooor lloK plalal7 Mrlt'lll Ja 1Jotore\.at e 
oar , ... ) 

tMe __ .,_ ....... u~ w "- """* -• 
eperet.ar ..., 1a ...,-u., el\loor u • (ll!&lltW or ua 
oaqooollflod ote.lAr ... *lpe ~r 'r •- Mrrlor 
..,..... r.uuu- blll111c rn. - .wto JaW -'Mr. 
Na \7pe ot apent.la llu "- ..., I'Md \o b)' ~ 

-- eplftt.oft ollJwl-.r u....,.."' , ...... 11\loor""" 
or \ hi'MIIII 1 •17 1\a\ee 11 o..s.r \o l"fOld ata\o 
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November 20 , 1943 

MJ:.MOHANDUI~ ! OR THZ SECRETARY 

From: ~! r . Paul 

I n a ccor&cnce ~~~h your r.queat of November 19 , 
19~3 , tnere i s • tt!i ched a br ief ate~ement excll!ini ng 
wt; reduction in gove rnment expenditure~ docs no t 
re~uce ~he revenue needs below t he amount of 10 . 5 
t 1111on recom-endeQ b) the Treesur y l n lts stptement 

" '"' ·" .... •···· ,_,"~ .. ,,.,, 
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r.eply to contention tnat r~ductlon i n I!Overrunent 
e ~enditures reQuces revenue needs below 

amount recoorr ended b~ the Treasury 

1. Unooen t oppropri f tiona 

It ha~ been announced th~t the Army ~nd Navy will turn 
bEc · unsoent eppropriaticns amountine to :13 bil l ion a nd 
~ billion , respectively. Some people auggest that this 

,·111 reuuoe r evenue needs . The Treasury disagree s . 

Appropri~ tions affect revenue neede onl y as they affect 
cxp.ndit ure s . r or th• current f iscel year t hl a~ount which 
the £l·:te"- r orces e re a lloweCi to spend un ... er aooroorit t lons 
clre~rt.J ,raseo. i E nor:>ously more thnn th~y ol"n t o eoend. 
Lncxotnded bal Fnce• of spproor i ctl on rrom orevlouF y~srs 
olu· ne~· 1 »proorl tion• voted since the ore sent f iscal yeer 
lel~n in Jul y 19~3 emount to ~157 t illlon . Tnis i @ ~ore 
tht.n ~.oouble tl.e o97 !>1llion of >1£r e X" endituree buciaeted tor 
the f iscal yesr 19~4 . The ~197 billion :otel o~ ~vr i !eble 
"'I" e:"lproprlf tions coulC. be r eCiuced f ar more then the :;1- bil­
lion Ju ~ e nnounced •li thout the 6l i t.hteat erreot on actual 
sotncilng. 

2 . Exoondi t uree and revenue poala 

'rl1e Treasury c&nnot consci entiousl y " ccept r·evenu e;oe.le 
lo11er then the 910 .5 b1lllon goal ~.n ich was oresen t ed to 
tne Co:omi ttee on ~lays snd l·i.,e ns in l1ght or prosocc ts f or 
ec tucl expendi tures . 

a) ixo~ndi turee are no t lik<lY to f Pll f£r short of 
&U!ee t estimates 

'!"otal Ceders: government e:q>endi turea for th~ fiscal 
yet r 1944 ar~ budgeted e t $l ee billion. Throuzb Kovember 15 , 
to t al e xpendi t ures were : 34 bi llion . I t t he se~e rate of 
exp.ndi turea continued till the end or t he "1sc8l yee r next 
June JO, expendi tures woul d come out a t o90 billion , or 
,; 11~ billi on below estilllL\tes . But there are many reasons 
. or b. lieving the r e te of e xpendi tur~ • ·1 11 cont inue to rise • 
There are more eoldiere and sailors drawing pay every month, 
end the Congress has Just increased allowances to their de­
oendent1. For many items tbe first tew months or the fiscal 
year happen to be months or low expenditure . Further in-
creases are scheduled i n many l ine s or war production. . 
:ihether or not 1t reaches t he budgeted \ll 04 billi»n , exoena­
iture i e sure to go above the $90 billion average l evel of 
recent months . 
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•cut-backa 1 in some war production progr ams must be 
expected. But since other programs Will be expanded and 
many production progr~ms are behind schedule rcr lack of 
men and materials, what we save in one direction will be 
spent in another. It is not prudent to count on expendi­
tures falling far below the budget estimates. 

b) 

Even though expenditures are held below estimates, 
we ca nnot conscientiously lower our revenue goals . 

One or the moat important reaaona for recommending 
a t.eavy revenue program is the fact that consumers have 
eo much more spending powe r t~~n consumption goode eup­
~11ea can absorb. From t h1e standpoint any reduction in 
gover nment expenditures will be an i~rovement , But per 
billion or reduction, the gai n against inflat ion will be 
only al i ght . Economy programs are aimed largely to elim­
ina te excessive war profits taxed at a 90 percent rate. 
Furthermore, a large part or the'profita and other incomes 
affected would be invested i n war bonds . Only a fraction 
would be money Which people are trying to spend on con­
sumption . 

c) An~ reduction in expenditure will only slightly 
re uce government borrowing 

Another of our major reasons for asking the Congress 
to strengthen the tax structure is to reduce our reliance 
uoon bank financing . Wi th t he aid or an able and energetic 
volunteer starr throughout the nation, the Treasury baa 
been doing ita utmost to borrow money rrom non-banking 
sources. The total amount raised through month-to-conth 
ealea of War Savings Bonds and through our oeriodic drlvea 
has been moet gratifying; but it still fells far short or 
the amounte ve are obliged to borrow. 

Ae vas Juet mentioned, the effect of reduced expendi­
tures ie apt to be chiefly upon income that goee into war 
bonds and into excess profits and other t axes. The combined 
reduction or tax revenue and of bond sale& to individuals 
and corporati ons other than benka vlll be a large fraction 
or the reduction in expenditure, and the reducti on in bank 
borrowing Will accordi ngly be relatively small. 
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d ) An reduction in e enditure does not reduce 
t e amount t taxpayera can ear 

The Treasury did not propose more than a $10 . 5 billion 
revenue program onl y because ot i ts desire to avoid undue 
hardship on t hose taxpayers 1n the lower a nd middle income 
br ackets who have not shared 1n t he wartime growth of money 
incomes . I n general, these t axpayers will not have their 
taxpaying capacity reduced by a cut in government e xpendi­
tures , The amount of t a xes we can levy wi th due consider­
stion tor t he f ixed- income groupe is unchanged by any 
moderate curtai lment of e xpendi tures . It e xpendi tures 
can be r educed , $10 . 5 billion or t axes will become some­
what more adequate from the standpoi nts ot r educing in­
flationary pressure and of avoi ding bank financi~g . 

Such an improvement in the situati on will be most 
welcome to the Treasur y . I t i s a mat t er or record that 
the Tr easury nas stood for economy when economy wes un­
popular , as well as when i t was popular; and the Treasury 
stands for economy now, But no cut in expenditures which 
1s compatible with ener getic conduct or the wsr can jus tify 
cutting our revenue prooossls to a still l ower level . The 
~10 . 5 billion i s a mi nimum program which stands unaffected 
by any foreseeab le reduction in government expenditures. 

288 

•• ~ 

Regraded Unclassified



t:ovt'\l:er 19, 194) • 

• , J A. nr ::-\...~ TliC: soc:t..:TARY•s FILLS: 

\oith thr Secret ary '• approval l'r. "bite aske<l l 'r . Sulli van to 
arrBnu~ with Speaker Rayburn a moetina of the committee which 
Spoakor Rayburn had appointed to confer 1'/ith the Tr eosury informally 
on postW8r n:onetar;,- problema. l'r . Sul11 van arran:.>e<l l'li th l!r . Daughton 
a ll!eeti nc tor f'riday mor ning, l!ovember 19, 1943. 

Pre•ent: l!onorllble Ancir81'1 L. Somers, 
Dha1rman, Coina1;0, \oo1sllta and l'oosures Col:m.ttee 

~onorable Robert L. Douehton, 
Chal..rwan. :iays and :!eans Cor:nt tee 

Monoro · le John ~ . Vorys, 
Coo::aittee on >ore!.;n Affaire 

Honor-able Jesse P • •. olcott, 
COO'!!!! t tee on Banking nna Currency 

Honorabl e Chauncey .r. :tee<! ,. 
Co:rni tteo on :':ays nnd l.:eona 

Honorable Rarold Knut ~on, 
Com:r.ittee on Ways and ! cuns 

r r . Sul U von a~a l'r • . lhite 

' r . ,o'l'.!te said that Secretory ;·or o;enthau wu pleas!!d at t he 
!oi'Q&t.ion of a ConJre ssiona1 cocmittee o! thia character to bep in 
touch with t he 'l'reas1JTY o!!icials and confer on devolo,....nts in t he 
diac:1uiona 001n,; forward on pootwar c:.onetary probleo:s. l'l" • •• bite 
ciiatrlbute<l copies of the proposed draft outline o! the international 
bank !or developcent and reconstr~ction. Several or the Conzr••~•n 
wanted to know t <te status of the diacueoiona on the Fund and 
l:r . ·•hite outlined the oitua~ion br 1nc1nc tho:a up to elate on ~he 
dlseuesions with t he eritish. The various Coi\B)'oasaon asked a mmaber 
or questions on the !lank proposal and all indicated eympethic interest 
in tho aettlement of postwar monetary problema. 

l!r . Sul livan said ttollt t hey might !ind i t holpi'ul in arranging 
tho meetl nca i f there i s a chairman of t he com:n:Lttee . t:r . Doughten 
•eread and the b"oup approved the selection o£ ~:r . Stoacall as chair­
ll!an of t hi s eommi t tee . 
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The ,.oet1n: adj ourned with l:r. lobite 1ntormng th8Q that liG 

wou~d come before t hem again as soon as t here ware ·~ new develop­
ments and that i n the meantiJne a~ of t he eomllli tt.ee could feel free 
to call on the Treasury steff for further i nformati on or discussion 
of t he proposals. 
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OF'FICI or !liB SICII!TAil 

CXIInppnAL 

lleoe1 wcl W. da w r.a. tbe r.de .-1 Reeerw l!lzlk 
ot 11ft l orll, t or t.be c ont1Mnual 1ntomat.1on ot t.be 
seoreta17 ot tbe Treulll7, ""Ptlat.1CD t or the...., 
eoded •-bar 10, 1943, lllclld n& dolle r 41Aobu-ta 
ou\ of tbe 91'1 \18b Jlllop1re mod .,...neb -• at \lit 
r ..S.ral Reee'rft llaDk ot - Yoltr: mod the - \!f 
'llhiob tbeee _,eli- WN t 1.,.,..., 
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FEDERAL 11ES~RVE BANI< 

OF JIE\1 Ytl~ 

'•OVOmber 18, 194) • 

.. ~:.r r. s~cretary : ~tl.ftnticn : '' r . R. !J . '.hHe 

I c:> 01c1osing our ,co:llpila t ion for tho ""•k ondod !.u11111ter 10, 194), 

sh< w1r p. do1a r disbursements out of tho Fritlo~ .,pi"' and Frer.eh a ccount s 

at this ba .r and the means by ~hich t h•>oo ox . eull tlll"O ,.,.. financed . 

F'liith 1\J lly yours , 

/s/ L. • Knoke 

'ftle Honorabl e Henry llorgenthau, Jr ., 
.oeretary o! the Treasury, 
.. uh.lngton, o.c. 

:.r.cl os u re 

L. ;, . t.noke1 

Vice f reslde r t . 

... 
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TREA.SURY DEPARTMENT 

INTP ~a COMMUNICATION 

DATil NOV 2 o 194a 

TO Secretary Morgenthau 

"'o" Randolph Paul 

You will recall that on October 28 the Banco de la 

Provincia and the Banco de la Macion were designated 

Special Blocked Nationals with the concurrence of the 

State Departaent. You will be interested to know that 

the r esul t of this action by Foreign Funds Control was 

the blocking in New York banks of balances aggregating 

$8,692,000 in the name of the Banco de la Provincia and 

$3, 389,000 in the name of the Banco de la Maoion. 

/1--

\ 
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IU'l'ERIAL 0!1 ARGENTINA 

Copy for Secretary llorgenthau 
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summarizing Treasury 's position . •. 
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Jm:ORAiJ>UU 

,\lrlbauador Armour's first cable recommending the freezing of 
:r~,entina was received by the Treasury on Saturday afternoon 
October 23, 1943. Since that time substantial Argentine tr~sactlons 
in dollar accounts have been observed by the Treasury Dep4rtment. 
Durin& the period from October 25, 1943, to November 20, 1943 
inclusive, the following transfers of Argentine funds , appare~tly 
not of a normal collllllercial nature, were effected in our markets : 

1. $9, 695,000 was transferred from Argentine accounts to 
other countries , most ly to Uruguay, but also to other 
countries , such as Sweden, Panama, Mexico , Chile, 
Colombia, and Brazil. 

2. $29,485,000 was transferred from Argentine accounts to 
tee Argentine Central Bank. 

The following shipments of gold, formerly held by the Federal 
P.eserve Bank of !lew York for the account of the Argentine C.entral Bank, 
were made on Argentine vessels to the Argentine on the dates indicated: 

$1, 250,000 
1,250,000 
1, 250,000 
1,250,000 
1,250,000 

$6, 250,000 

November 4 
November 6 
Jfovember 15 
November 17 
November 20 

Total shipped to date 

':e are informed by the Federal Reserve Bank of r.ew York that the 
follo~1ng shipments of $1, 250,000 each of Central Bank gold are 
sc~eduled to be made on the boats and dat es indicated: 

$1,250, 000 
1,250,000 
1, 250,000 
1, 250,000 
1,250,000 

$6,250,000 

$ 6, 250 ,000 
6,250,000 

$13,500,000 

SS Lujon November 29 
SS Qualequay Novet~ber 30 
SS Teuco December 5 
SS Gallejos December 7 
SS Chubut December 9 

Total scheduled to be shipped 

Already shipped 
Scheduled to be shipped 

Efflux of Argentine gold by December 9 
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fhis telegram must be 

( paraphrased before being 
comnnica.ted to anyone 
other than a Governme~ta.l 
aStency. 

Rec ' c1. 5:30 
ll/6/43 

Buenos .Urea 
November 5. 1943 
Rec'd. 5:56 p.m. 

( 

Secretary of State, 
Washington. 

U. S. URGENT 

2620, November 5. 2 p.m. 

Text of a.ide-memoire mentioned in my November 5. 
1 o.m. number 2619. follows: 

As requested by their Excel lencies. the Ministers of 
Foreign A.ffairs and Worship and of Finance. The Ambassador 
of the United States of America telegraphed his Government 
on October 29 for additional det ails regarding the designa­
tion by the United States Treasury Department of the Banco 
de la Nacion Argentina. and the Banco de la Provincia de 
Buenos Aires as special blocked nationals. 

The Ambassador has now received a reply from his 
Government in which he is informed that the immediate 
reason for the action taken by the Treasury Department was 
the unusual movement of funds during the period October 25 
to October 28 inclusive . During the first three days of 

( that period, debits to the accounts of the two banks 
amounted to $4.184,000 as compared to $989,000 for the full 
week ending October 11. Of the three-day total. almost 
$1 ,000,000 vas transferred to countries other than the 
United States. On October 28 transfer orders amounted to 
almost $10,000,000, at which time the Treasury Department, 
as a precautionary measure, blocked further operations . 

While the foregoing exolains the immediate reason for 
the action of the Treasury Department, the Ambassador under-

. stands that the fundamental causes are more far-reaching 
and disturbing. For almost two years the United States . 
Treasury Department has been calling attention to operat1ons 
carried on by these two institutions which had the effect 

. .. 
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of benefiting the Axis or ! xi s- occupied countries or 
nationals of such countries r esident therein. Likewise, 
the Treasury has pointed out on many occasions that the 
institutions in question have granted credits and over­
drafts to persons and firms whose activi t ies are deemed to 
be inimical t o the security and defense of the hemispher e . 
The Embassy, in accordance with the provisions of Resolu­
tion Eight of the Inter-American Conference on Systems 
of Economic and Financial Control held in Washington in 
1942, brought t hose observations to the attention of the 
appropriate agencies of the Argentine Government . 

During the course of the pr esent year, informal con-
( tersations have been held, as the Ministry of Foreign 

Affairs is aware, between officers of the Embassy and those 
agencies. The latter have invariably taken the position that 
the remit t ances to Axis or Axis-occupied territory v.ere 
made in accordance with the established policies of the 
Argentine Government . With r espect to credits and over­
drafts, the appropriate agencies, a l though courteously 
receiving the Embassy 's observations , stated, presumably 
fol lowing directives of the Argentine Government, that they 
were unabl e t o take corrective measures or a lt er exist ing 
policies. 

The United States Treasury Department has maintained 
that even though the operations carried on by the Banco 

( te la Nac~on Argentina and the Banco de la Provincia d~ 
Buenos Ai~s were authorized or condoned by the Argent1ne 
authorities, this did not free those institutions from the 
responsibility of effecting such operations, since, ~n so 
far as the "use of the financial facilities of the Un1ted 
States was concerned the Tr easury Department was obligated 
to apply i t s control~ on the basis of the wartime fi~ancial 
regulations of the United States and the recommendat1ons 
adopted at the Rio de J aneiro and Washington confer~nces . 
Accordingly , after more than one year of patient ~1a1ting, 
following the Inter-American Conference on Syst ems of 
Economic s.nd Financial Control, t he .Treasury Department 
felt that the two banks in question had def initely elected 
to continue operations and transactions which had the .. 
effect of benefiting the Axis Power s and which were i n1m1cal 
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to the security of the hemisphere. Therefore, it was 
decided that the institutions in question were not entitled 
to the free and unrestricted use of the financial facili ties 
of the United States. Accordingly, the Treasury has taken 
action to require that specific licenses be obtained for 
further transactions by the two institutions, to the end 
that it may request and obta.in information as to the nature 
of such operations in order t o preclude the possibility of 
the financial f acilities of the United States being used 
in contravention of the existing wartime financial controls 
and the recommendation of t he above-mentioned conference. •• 

:jf Foreign Minister ffs advised that t his Govern-
men as not attem~ted to Tist in detail the /ianl7 t rans-
act s which /thi!f Government considers ini~Tcal to 
hemispheric interests since t he views of !fbis7 Government 
concerning such transactions have been mane cTear to t he 
appropriate agencies of t he Argentine Government . I t is 
understood those agencies have access to the detailed 
records of the transact ions to which reference has been 
made. 

The Ambassador desires to make clear that the Treasury 
Department will , of course, be pleased to consider applica­
tions for specific licenses made on behalf of the above 
mentioned banks . 

Buenos Aires November 5, 1943. 

ARMOUR 

• 
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FRO II 

TO 

IIUIIBER 

DATE 

PiRAfHR4SI Of TELEGRAM RECEIVED 

4XIMB4SST, BUEMOS AIRES 

SIORITARY Of SUTI, JASRINGTO)f, D. C. 

2630 

OCTOBER 27, 1943 

The following i1 tn reference to 11644 of Oct ober 24 
from the Depar taent and also Department's 11647 dated ~ 
the 29th October . ' ~ 

It would 1eea that action along one of the three 
following linea is precipitated by what would appear to 
be an unfortunate leak r epor ted in t elegraa 12526 ot 
Oot ober 27. fro~ the Eabae1y: (a) the iamediate freeai~ 
of Argentina, (b) the ieauance of an announcement which 
denie1 the pr,•• 1tory and the following of a pol icy of 
inaction, or (c) neither the con!in11.tion or deni al by 
Washington of 'he United P~e story, while r eaction here 
ia observed. Since thia lat er course would provide tiae 
tor the liquidation of any is dollar assets cloaked via 
the Argentlne1 it ia dangerous. In addition it ia 
doubtful i! tne cenaor will releaae the United P~•••• 
despatch 10 that it wil l be difticul t t o det .. r•~n., 
true reaction. Sino' the f ollowing meaaage cover• 
situation in all ita a.pecta no cbangea a.re being ••·~•~ 
even thouah it waa prepared ~efore the iabaaey had 
knowledfe of the Unlteij Preas story . 

The considered Judgaent of the labaaay with regard 
t o the lituation ia represented aa f ollows: 

(fir!t) loonoaio warfare wae the iamedi ate obJective 
of the Ia aaay in asking ita r ecoamendation for freeaing. 
We have b en convinced tiy recent events that the exercise 
of any control on the part of the Argenti ne Governaent 
over totalitarian activities or their financing baa 
practically ceased. Mounting evidences ahow tliat the 
Governaent 1a rapidly pasting froa control t o t he proaotion 
of auch activities. Vaturally, the extent of the effective­
neat of the aeaeure1 of the Treasury depends on the degree 
t o which our Governaent desires ite controls t o be iaposed. 
It 1a realised by the Departaent that of couree the 
measures could be used t o the extent of iaposing an eabargo 

-
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on finance• and merchandise. The foll owing would be the 
lliniaum alae of the Ellbauy: 

A beneficial o~erehip breakdo~ of aesete held 
through local banke and finanoial inetitutione in the 
United States, through the uee of the licenei~ procedure 
and supervision of a larfe percentage of the internationa1 
financi al transactions o Argent ina: the elimination on 
the part of generally liceneed banks of credit t o AXil 
firae: the certification by such banks that no transactions 
handled by thea involved any direct or indirect Procl aimed 
List i nterest: and poeeiblf a discl osure of funds held 
locally by t!Uch banks t or !Wr opean account. .• _ 

(second) It wae never bel ieved by t he Eabaasy that 
the extreae political eff ect aentioned by the Depar taent 
could r eeult troa the aeaeure recoaaended. The ll lesion 
hoped first t o choose an appr opriate aoaent t o announce 
!reesing in order that the measure would be i nterpreted 
as dir ected against the government and (not 7l the people 
of Argentlnai It suet be remembered, in recognising the 
super-eene1t vity of the Argentines, that a strong and 
widespread feeling ~ainst the pr esent governaent now exiete 
within Argentina. Our thought was that proper action by the 
United States at this time, when the cuaulative effect of 
the unpopular and totalitarian acte of the Government ie 
at a peak, would receive the interpretation of an align­
ment with the Argentine people agalnet a government al r eady 
unpopular. There a" or may not arlee a oetter occasion. 
Although the foregoing does represent our considered judg­
ment, It ehould be eapha11sed that it 1e merely a aatter 
ot opinion . The iabaeey hoped that after the rreezing wae 
iapoeed our Governaent would be given an opportunity oy 
the Argentine Governaent t o diecloee publicli t he extent 
to which thoee f1rae which could be univerea ly defined a1 
in1aical t o the eecurity of the Weet ern Heaisphere were 
bei~ aided and abetted by the previoue and pre1ent govern­
lent . On the bae1e that nothing should be dOne t o 
etrengthen the preeent governaent but that rieke should be 
taken to weaken it, the labaeey predicate• ita recoamenda­
tione. In theee reooaaendat1one riek ie inherent. 

(third) So that Arfent1na and the American Republics 
may clearly underetand he Aaerican po int of v1ewl 1t ie 
the opinion of the iabaeey that the publication OI a 
etateaent by the President could not be prevented by even 
pre11 ceneoreh1p ln thll country. r or tble reason, it 11 
r eapectful ly euggeeted by the Eabaaey that the President 
cons ider 1eeu1ng a etateaent along the f ollowing lines if 
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rr•••lDI 11 deolded ~·: 
(Parapllruld ~\e) H wu propoel4 by tile Trtatlll'J 

Depart .. n\ a rear U4 a llal! flO tlla\ tlao11 f1rwlcial 
oon\role tP~llo&ble to aeu\ral_oountriee, aAder tile pro­
Yitlone of- 11eo.\iYt Order 18!81~. be tl\tndl4 to include 
Argentina. Tile effeot of eub~eo ina fll 001aerolal 
and rinanolal tr&DeacUoae \o pr or 1 oen11 bJ tile Treu­ury would lla•• been pro4aoed by tlla\ aotlon, lt approYed, 
There would llaYI been ln other worde a reoocnitlon of 
\be eel! proolalaed elatue of neutrall\y of Araentina1 and \be 1aa1 trea\aent ai•en a .. tral ooun\riee under ~be aboYe aen\ioned order would llaYe been accorded Argentina 
by the United 8\a\ee. 

•• 

Since I llad e•err confidence at \lla\ \lae \hat tbe 
Rio de Janeiro reeolu\ione would be oo•plied wi\b by 
Araen\laa, I dllapP-roYed \lle propoeal of \he Treaeurr ••en though I reoocnlsed \hat I wae ln a eenee &iYiDJ counte­
nance \o a ae ... re of dleorl•iaa\ioa 'l&ine\ o\ler neutral 
oountriee to wlllcll applloation of \hie aeaeure had been 
eade. ror reuone of continental eeouri\y and in Yiew of 
recent eYente, lloiiYer, euob ao\ion llae ~ain been propoeed 
by \be Treuurr. Alter a year aDd a llalt of keen dl•­
appolntaen\ waiting for Arfen\ina to Join ber sieter 
republioel ay preeen\ reao ion \o the propoeal or the 
Treaeurr 1 oae of reluottn\ and ead aaree•ent. I reel 
forced \o apprOYI tile aotlon. I feel In doina eo that 
I eue\ repea\ that it ie no\hina •ore \ban a recognition 
or \he tf\-aYOwld poel\loa of atu\rali\y taken by Argen\lna, 
a poelt ea wllioll tla\ ooun\rr of cquree hat tYery rlgb\ \o adopt, u a eonreip uuoa. (IDd parapbraeicl quote>..-.;.. 

(fO.,\Jl) fill Depa.r\ .. n\ t I 1\a\MID\ r!f&rdlDJ 
potenUal daa«•n 11 OOIUltn\ed on ae to llon. 
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fro• Great Britain and neutral countriee. 

(b) There i s no doubt that atteapte t o i apede 
the ehi paent of essent i al aateli ala needed by 
the Un i ted Nations a i ght be aada by the Argent i ne 
Government. Nevertheless , as this country baa as 
gr eat a need of sel l ing ae t he United Natlone baa 
of buyingl euch 11eeauree would lee.d t o the elimina­
tion of tne present gover nment or would only be 
temporary. Other than teapor ary, the only real 
danger for eseen by the Eabaes_r l s that soae exoor t 
such as ber yl , which in Argentina econoay is 
uniaror tant, ai ght be aff ected. However, on the 
bas is of str aight trad ing f or essential aater iale, 
such as oilfield equipaent, these questions could 
be worked out. 
(c) It i e believed t hat there would be a favorable 
reaction aaong the American Republ i ca should the 
eug6eat ed stateaent be iesued by t he President. 

316 

(d ) There mi ght be withdrawn nonbelligerent r ights. 

(e l Welch and Wilcox, re iH>ectively of the llation'-1 
City and Bost on Banks, were consult ed confidentially . 
Due to the character of the present government they 
f ear ed dire r eeulta, poaeibly incl uding pr ohib ition 
of exports, intervention of American !Irma, and e 
deportation of Americana . Theae fear s cannot be 
fully ahared by the Eabaaey. If such r eprieala 
should result fro• action t aken on the basis of 
Argentina'• neutr al ltl, i t would be such a def inite 
allgnaent with the Ax a t hat we would wel l be 
e~oald to the critioisa rat her than the approval 
of the American Republics if we f ail t o recogni se 
thia and t o accept the chall enge 1aol ied by such a 
a1tuat1on alnce even at the pr esent t1ae, what the 
United J a\iona are fighting in other parts of the world 
ia in the opinion of the Eabasey , represented by 
t hla aovernaent. 
(fifth ) The Viaaion doee not wish to influence the 

Department into reooaaending action considered unwise by 
the Departaent. The Eabaasy deeirea t o do no aor e than 
st ate ita poa1t1on. The Mieeion auet express the opinion, 
however that an opcortune aoaent has co•e to aake public 
the Uni\ed St ates' at t itude concerning t he present 
Argentine governaent. 
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(sixth) Therefore, the Kiasion would like to r epeat 
its r ecoamendation that an announceaent be aade of the 
amendment to Executive Order 8389. We believe fur ther t hat 
no i m.adi ate provis ion f or the issuance of Argentine 
g~ner~ l l icensee should be aada. Only after the Treasury 
fi ae made a full study and only after the influence of 
r epercussi ons produced in Argentina by this action can be 
calculated by the iabaasy with reasonab l e certainty, 
should such licensee be given • . The Treasury, natural ly, 
may des ire t o allow smal l and uniapor tant transactions 
to continue undisturbed, t o which no objection could be 
seen by the Embas sy . 

ARIIOUR 
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OCT 25 194} 

EMOHANDUM FOR TKE PRESIDEI! : 

Action Propoae4 by the Treaaurr: 

Treaaury propoaea that Argentina be added to the }5 
oountriea al ready eubject to the freesing control. iaaentially, 
these controla would follow the pattern already in effect with 
regard to Portugal , Spain, Sweden and Switserland. Thia ia 
in general the propoaal aade by Aabaasador Armour. I n Tiew of 
the flexibility of theae controle, additional exeaptiona or 
restriction• can be added aa desirable . ,. 

Treaaurr Depar taent•a Position: 

The Treasury, on economic warfare grounds, hu repeatedly 
urged that the freesing control be extended to Argentina--a• 1t 

been to the neutral countries in Europe. Argentina ia 
rec:ogltiled ae the b&ae froa which the Axle conducts ih financial 

i one throughout the Western Hemiephere. On pol itical 
-~rouJtda, the State Departaent and Aabaaaador Araour haTe 
conaiatantly oppoaed freesing Argentina. HoweTer, last Wednesday, 
Ambassador Armour reooamended the freesing of Argentina, stating 
in hi s cable: 

"The Secretary'• letter of Auguat }0, together with other 
eTenta, hal brought about bitter opposi tion to t he oreeent 
Argentine &dainhtraUon froa iaporhnt and influential 
aeotora of the Argentine public, including eleaente in 
the &ned aenicll. Any further action on the part of the 
Aaerican Qoyernaent auat help to increase thia opposition 
rather thaD diapel it through creating a 'ay country right 
or wroq' reacUon.... The Eabuay belinee that blocltlng 
would be interpreted in Argentina ae directed against the 
GoTernaent and not againat the people and would be gener­
ally underetood.• 

The freasing of Argentina at thie time ia the natural follow-up 
to Secretary Hull's letter to Foreign Miniater Storni on Lend­
Lease and your oriticiea of the oloaing of the Jewieh newe­
papere. Any delay in acting not only giTel Arfentina a chance 
'o aoye aubetantial aasete out of the United S atee but may 

the present pro-Axil goYernaent time t o strengthen ita 
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position. !hue the present go~ernaent ai fbt ~ery well go t hrough 
the moti on• of breaking with the Axil, wb ch would ha~e no real 
effect other than t o boleter the Raaires governsent. i draaat i c 
step by u1 at t hi1 tiae should cryetall ise the opposition and 
mi ght give i rgentina a genuinely pro- Allied government . 

State Department'• Position: 

I . !be State .Departaent continues t o oppoee thie proposal , 
which you decl ined t o appro~• laet year, primarily because we 
believe it wil l r et ard, rather than hasten, a change of govern­
ment . The Treaeurr'e propoeal, although suggested on economic 
warfare grounda , hae as a major purpoae the political object ive ~ 

upsetting the present Argentine governaent. In the Depart­
' ent ' s judgment , contrary t o t he ~ieva of Amb&aeador Armour, 
Lt is acre l i kely that blocki ng Argenti na would str engthen the 
grip of the present go~emaent . Becauee of the eensitivene11 
of Argentine• t o outside preaeure, the government undoubtedly 
would appeal t o all Argentines t o •def end" their country against 
United States i nTaaion of Argentine eo~ereignty. Past exper­
ience with irgentin.a indicates that t hie type of flag- wavi ng 
~rouse1 popular patriotic fervor . Ve bel ieve in this case the 
growi ng oppoeiti on to the go~ernment would be tempora rily 
confused if not divided. 

II . W• conaider the propoeal would not directly attain 
important econoaic warfare obj ecti~e•. 

III . !hi propoaal runt the ritk of (a) frightening the 
ther iaerioan repablioa, because they woul d figure that if the 

United State• u1ed atron,-ara taoticl againat Argentina 1t 
might do the ~aae t o th .. : and (b) producing Argentine retal ia­
tory action ~iob aight endanger United Ratione procure2ent of 
such vitally needed aateriala ae sino, hidee and foodetuffl and 
j eopardise the adY&Dtaceou• arrangements under which the 
Argentine merchant aarlne carrie• t o the Unit ed States a mini .ua 
of 40,000 tone a aonth of oargo eelected by ue. 

IV. !he Argentine pol itical pot ie aeething. The 
uni•ersitiee are nov on etrike and atteapte are being aade at 
thie aoaent t o organise a general etrike with the ep~a:io 
obj f.etive of overthrowing t he go~ernaent. We recoaae t hat 
Argentina be left to atew in its own juice at least un il the 
~ r esent confueed moveaente take f ora . 

( Signed) RandOl !Jh . Paul -
(Si t:n!'d, e.. R. :>tettl"lUS, Jr . 
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( S E C R E T 

PARAPHRASE OF TELEGRAM NO. 1769 OF OCTOBER 28 FROH 
SECRETARY HULL AT I·!OSCOW TO MR. STETTI NIUS: 

I am in accord with your stand and reasoning 

concerning the blocking of Argentine accounts, as 

stat ed in your telegram to me. 

This message should have no dist r i bution. 
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ll/12/43 

MEMORANDUM FOR THE SECEETARY OF ST!TE 

I am fo rwarding to you herewith for your 
considerat ion a copy of a letter from Congressman 
A. C. Schiffler suggesting t hat the Argentine go ld 
i n this country be frozen . There is also attached 
a r eply to t his l etter which we propose t o send, 
unless you perceive some objection. 

As you have already been informed, Argentina 
is moving gold out of this country on eacn Argentine 
ship leaving the Uni ted States ana by December 9 
the total contemplated withdraw&l s wll l aggr egate $10, 000, 000 . 

Enclosures. 

(a ) H. !.lorgent hau, Jr. 
Secretary of the Treasury. 
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Uy dear Mr. Schiffle r : 

Reference is made to your let ter of November 8, 
1943 suggest ing that the Argentine gold in this country 
be frozen . 

For your information the question of the f reezing 
of Argentine assets in this country including the 
gold field by the Argent ine Cent ral ~ank and tlie other 
dollt>.r assets hel d i n this country by Argentina and 
her nat i onPls , has been and still ie the subject of 
careful consideration by the State and Tr easury De­
J)artments. 

Although there are cogent r eaaons f or t he f reezing 
of Argentina on economic warf a re grounds since Argentina 
is recognized as the base from which t he Axis conducts 
ita financial ooerations t hroughout the Western Hemisphere, 
you wilr aooreclate t hat there are important political 
considerations involved in any such action by this 
Government . Since the evaluation of these pol itical 
considerations ie the resoons ibility of t he State 
Dep!lrtment , I he.ve r eferred your let ter to the Secre-
tary of State for his considera.tion . 

I appreciate your interest in this matter 
will keep you inf ormed of any developments in 
therewith. 

and 
connection 

Ver y truly yours, 

Secr etary of the Treasur y. 

Ron . A. C. Schiffl er 

House of Representatives. 
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CONGRESS OF THE UIHTED STATES 

HOUSE OF REPRESENTATIVES 

Washington, D. C. 

November 8, 1943 

The Honorable Henry Morgenthau, J r. 
Secretary of the Tr easury 
Wash ington, D. C. 

My dear Ur. Morgenthau :-

I am intensely interested tn winning the 
war, and also eoually i nterested that nothi ng 
in this country'that would be helpf ul to the 
Axis Powers reaches them . 

In view of the attitude of Argentine 
towards the United Nat i ons ~~d its present 
efforts to r emove its gold from this country, 
which v1ill undoubt edly be used to aid the AXls 
Powers , I urge that such gold be frozen in the 
possession of its pr esent custodians, in that 
1t shal l not i n any :nanner be of ai d to the 
Axi s Powers and the ir war against the United 
:;a.tions . 

~ost Resp~ctfully Yours, 

/s/ j , C. Schiffler 

A. c. Schiffler, _,c. 

S:L 
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7&raCONGRES8 H R 3696 
l.MrS.co• • • 

IN THE HOUSE OF REPRESENTATIVES 

NOftXBf.JI 19, 1043 

Mr. 8<nrJnLg intrOduced the foUo,.;ng bill; which •u rtftrrod to the Com. 
mittee on Inwst.~ and F o ... ign Commen:e 

A BILL 
To authorize the seizure of certain propery wllich is being used, or 

which is about to be used, to nid any nation ut wo r with the 

U n.ited States, ~d for other purposes. 

1 Be il. .tnacled by the Senate and llou8e uf lfcp,.e:senta-

2 Lives of the United Statu of America ill CongreS8 twembled, 

3 That during the present war tbe President, the Secretary of 

4 the Treasury, the Secretary of State, or any other offirer of 

5 the United States, whenever be deems it expedient or Uect!S-

6 sary for the wellllJ1l of the United States or of 1u1y of the 

7 United Nations, shall seize and tnk11 possession of any property 

8 of any kind or chamcter belonging to any government of ony 

9 nation (excluding the United Nations and other untions as-

10 sociated therewith) , or belonging to any subject or citizen of 
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1 any such nation (whether or uot touch subje~;'t or citizen be 

2 domiciled in the United States or in any place under t11c 

s jurisdiction of the Government of the U,nited States), that 

4 may be found in the U.nited States, or at any of the places 

l5 under the jurisdiction of t.he President or of any other officer 

6 of the United States, whenever, in tho judgment of such 

7 officer, reasonable grounds exist to bolicve that such property 

8 is being used or is about to be used to aid either directly or 

9 indirectly any of the nations at war with the United States 

10 and the United Nations. 

11 SEc. 2. All property of every character seized and pos-

12 sessed under and by virtue of authority ''ested by Ibis Act 

19 sbnll be taken, held, uud d~nlt with, for and during tile 

14 period of tbe present wnr, by tl1o Alien Property Custodian 

15 in accordnuce with the best interest of the Government of 

16 the United States aud in pur~uanrc of the objectives and 

17 purposes of the United States and of the United Nations in 

18 the present war, and shall not be rclenscd to any sucb go,._ 

19 ernmeot, or subject or citizen thereof, until it is established 

20 beyond reasonable doubt that . sncl1 property or assets so 

21 seized and possessed cnooot becomo nvoiloble to any of the 

22 enemies •. in the present war, of thu United States and the 

2S United Nations. 

24 SEO. 3. Tbis Act shall apply nlso in the case of the 
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1 property or assets of any persou or persons micling in any 

2 of the now Axis-occupied countries of Europe or Asia and 

3 who may be giving aid to our enemies. 
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lleetin& in llr. !/hi te ' a Ot!iee 
November 19, 1943 

2:15 P. l!. 

Present 1 Yr. White 
J.lr, Hsi 
l!r . Soong 
ldr • Friedman 

Nove mer 19, 1943 

Sul>jcct: China - 1941 A(;l'ce.oan'.; Exchange Rate 

1941 Aqeecent 

l.!r . Hai and J.!r , Soong callld at their request to discuss the 
1941 Agreer.:cnt . l!r. Rsi gave to l!r. lfhite copy ol cable .rr""' l)r , 

r.una, attached hereto, wbich iniicated tlut Dr. l(un;: agreed to the 
tensination ol the 1941 Agree.,.nt and auo~eate<l that ennounca:~ent 
be snade oimultoneoualy regarding termination. lt!r . White indicated 
that he did not !eel that tl:e U. S, Treasur"J would want to cake any 
anncunce1. ~nt but that if the Cbinose Government wished to Jtake any 
announceJLOnt, 1 t \'faa a matter .tor thel.r decision . 

The Chinooe ropresqntativcs then pointed out that they had been 
discussing with the British the questions of the Sino-British 
Stabilization Agreement and the future atatus of tho Stabilization 
Board. They iniicated to Ur . r/l'.ite that the llritish had been opposed 
to the abolition of the Stabilization Board, J:.r . '.Illite said that 
Treasury kn"" the British attitude when we had Nde our decision and 
that the qMetion ot tlle Sta!:d.lization Aereemcnt between Great 
l!ri ta1n and China was a !:Btter ol decision b)' the two ..,verr.~nts 
involved. .71th regard to the StabiJ.;iir.tion Board, it was up to the 
Chinese to detet'1111nc "llbet~er Cit not 1 t should continue in oxl.stence. 
It the Chinese wished to haVe an Aclerican cember on the Board, it 
r.ould be given consider anon by the ~easury, bu~ 1t wu a ,...tter 
to be dooided b)' the Chinese Goverrunent. 

The Chinaao representatives requested that the Treasury not 
infonn the British ot the action being taken with roscrd to tc.' 
u . s . -Chinose Stabilization Agreen:ent until they had had an opportunity 
to cable Treo.sury' s reaction to Dr. Kung ' • cable and also untU they 
ho.d roooived reply from Dr. Kung rogard.ns British Treasury ' s attitude. 
'!'he Chinese were aasured that the 'ireaoury wOIWI not discuss thl:s · 

r.\llttor 111 th the British. 
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- 2 - Division ot J.1onr..ary 
Research 

l'he que..tJ.on ot the obli atiol18 ot tho StabilitatJ.on Soard were 
dbcusscd and the point was Mie that the Stabilization Soard had 
sterling obl1£ations amounttne to at l east b 5 million, So!!'C dJ.scussion 
\71).5 hold rO(:tlX'din:J the possible SOurce• tram T/hioh the Chinese Govarltll<lnt 
could obto1u the neodod sterling, The Chinoee rcprosentativos agreed 
that b~!ore this sterling >Tas obtained br tho s~le ot 1}, s. dollars, the 
U. s. ~rcuury rtould be in!onnod and the problC&n dJ.acussed \'lith it. The 
C'nine•o rop•osontat i'leS a!!l'eed that the u. s . 'l'roaoury had an interest 

337 

in t his ll'nttcr since the u. S . dollaro "hich 1'10\lld be used to purchase 
otorlinc wculd in effect be c~Jlng !rom American !inancinl assistance to 
Chinn. Tho r ·••,t•~n .. • 1·&ised ne to the statuo ot Chinese-British 
~~coChitiation, on the lot 5f? million loan announced noer1y t•ro :;ears ago, 
- c ncso represen ahves indJ.cated that disc:u soions ••ore still going \• 
on. 

A:>:reciatJ.on was ex;ressed br ths C!\ine•e ro;>rescntatJ.vcs trr t he 
at~itude tnkon lrJ t ho U, s . Treasm-y u!.th regard to the 1941 At;ree:!lent 
z:nd th'l stat:to ot tr.c Stabilization Botrd, 

Exchanne !late 

J.:l·, .nu to informed the Chinese repro~entativo~ that tho Trerurur,r 
was thinkine about raising '.'lith Dr . Kung the quo:rtion of u. S, govo::on­
,,.cntnl ox;enditures i n China , !.lr . : lhi t o pointed out that the U, S, 
Governrnent was opondin& !rom US;Il; to 20 million pot• month at the o£!ic:l.al 
t·ate o! exchtu'eo und that because o! tho magnitude o! the ru-oblom the 
\J, s. Treasury could no longer r etrain !rom takine up •oi.th Dr, KW18 t he 
necessity o! como steps to offset the nrti£icial1 ty of the " '<Change rate . 
So"': discuoDion was held regarding desirAbility o! reducing the exdli1Jllle 
rate and J.ir, >'lhito said t11at in his opinion tloore was no quectl.on about 
the desirability ot reduci~ tl\e rate but thnt i t waa rnther a question 
o! t1:a1ng, Ke indicated to the CtoJLneso reprosentatl\cs that in his 
opinion, it the rate was reduced, it should be reduced to a l evel that 
covld be maintained !or the next ! !vo or ten years . He indicated that, 
1'1horeas there mght bo sooe advantage to Chino. durin& tho 1,.,.ed!ate post-­
war vc&re to have an over-valued exc!>ange rl\te, at tl1o su::e ti:::e, it was 
11ore' important to China to achieve monotary stability as a basis tor 
attractin& the !orcign capital 'ithich Chir.& would need. This could not 
bo accQIIpliahod if there was the conetant !ear o! future reduction in 
tr.e exchange rate because the exchange rate wu too hi(;lt while o.tiil 
aot ... a l reduction in the postwar period l!dght have oorious disturbing 
etrocts on the monetary situation. People expected irU?-ation and other 
monetary c:listurbnnces during war but not i n normal timos . 

llr. \lhito indicated that thoro was incronsina public an:! Coll,'lres-
s ionol. intoro• t in the problem o! U, S, expendl tures in China at the 
nrtitioially hi&h rate of exchange and tltat the Treasury .could n~ longer 
retrain trom r equest ing China to take oome steps to romeoy tho n tuaticn, 
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- ~- D1vi~ion of ~notary 
Research 

1:r • .• 'hit. pointed out that this """ 1n the best inter-"ts o! China 
since 1t was 1n China 1 s benefit to keep t.'lc ,:ood rez>'ttation and good 
11111 she l'njoyod in the United Statea , l!r • • /h1te rrent on to say that 
~r.any Arlt'ricans lelt that the Treasury was being too.ted or even cheated 
nnd tJ1at i t was the responsibility of the Treasury to tnko steps to 
h11vo the oi tuation changed, Sa:1e discur eion wus hold reguding 
<lit.ror ent techniques that migl>t be used, It wae aereed thllt the 
simplest wa;y would bo a reduction of the oxcbanae rate or the aranting 
of a special rnte to the U. S, Covernmcnt. Amons the otJ1er :rugoeations 
disc1•ssod was tho possibility of using u. s. dollar currency and the 
sala of gold fOO" u. S , Goverrunent account. l.!r-, Hai suggested the 
possibility o! a Chinese Go·terru:en t loan to the UD1 ted States to uoet 
u. s. govcriUI!Int expenditures, which loan 110uld be repaid ~t a rate o! 
exchange 'flhich would be fixed by China in the !u~ure when C'n1r.a felt 
that tl'.e tict was propitious !or reducir-11 the exch4nie rate. 

It wae agreed by all. that these discussions regarding this probl"" 
9hould be conoiderocl in!<lrl!'.IU. The Chinese rapro:ontetivcs requested 
l:r . W'hite1s permission to inform Dr. Kung that th~ had been discussing 
th15 l)roble~~ ·.nth l.:r. Tlh1te . L!r, ':!lite ind1c"ted that he 'IIO'Jld have 
no objection to their ao info:nni.ng Dr. KU118• !Jr. ·lhite indicated to 
tho Chinoso that the Treasury would take up the ll'.&tter direct with 
Dr . Kung. 

The Chinoae representatives indicated that they apJll'ec:i.ated the 
Treasury' s position 1n this matter and tho re1111ons why the Treasury 
vrould have to take s~~ps to obtain so"'o ~elution to the problem of 
tho unwarrantedl:r high level U. S . governo>ent expenditures resulting 
from the exchango rate . 

!Jr, Soong indicated that accordi~ to latest information !rom 
Chungld.ne, prices Trere not rising a:xl attributed ~is to tho ~old 
sales which wero bef:inn:ing to take place . 

I . s. Friedman 
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COPT 

IliOOliUO 'l'!!LIObiC 

J'rom Bh !xet llODc7 Dr. a. B. lrUIIg 

For Mr . Uo1 To-Xou Mr . T. L. Soong 

Tour t ol oaram Number 24 r oct 1Yt d . Witb r ot or onco to 
paro.graph Ou: 

Since Trea sury agree t erminate 1941 4Croomont plonao 
1n!om Stcrotnry l!orgonthau and Dr. ilhitt that vo auto and 
expreae to th•a our apooreclat ion of the Tr·ea•ury' 1 &ll iatanee 
and fr iendly attitude tovardo voltAl't ot Ch ina. State that · 
action to be taken 1n rlev ot tenalMtloD 11 receh·in,c our care­
till CODt1d.trat1on. A:mounce:o•nt in t bh roprd. abould bt 
aad• o h:ultanooual7. 
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Et~:; 

Thia t clccram IIIWit br 
pnraphraacd brtorc br1n~ 
col:llii\III1C at cc1 to an;ronc 
other tnan a OovErmuntal 

ts"-'QOl a~cnor. , '"' 
Treae1U'7 Dept. 
(Hr . llbUa) 

AlttJUCAH EMBAS~ , 

CKUIIOUJIG. 
16'72 

ll p.m. 

J'ROK Tlit B£CRETAIU: OP Til£ 'l'REASU!i.Y FOR ADLD\, 

~o~ are raquaated ~ diaouaa with Dr. Xuac \be 

rollowJ.nc vpnt aD4 .. cret uUar: 

1. lfou are 1Dnruoud hareb7 ~ obtd.n a quotaUon 

frna Dr. luna on \he pri ce a t wblch tba Chlllue GoveruaBIIt 

would be Willing to .. ke 015400 alll~on par aonth available 

to the United Btatea Governaent to meat United State• 

ailltor7 and o1vil1an @OVarnaental expendituraa. £xpen41-
I turee or the United Btatea Government ir Chlna are at 

pr eaent around United St atee ~16 ~ 20 million per •onth. 

It h t o be expected that the equ1Yalent .. ount of Chin .. • 

nctlonal ov.rreno7 axpendlturea oo~d be aet at oonaldarabl)' 

1••• coat 1n United St at ea c1ol lara at the new price. 

2 . In JOUr dlaoueslcne of tbla prioa wlth Dr. liiD&, 

JOU aho~c1 aapllaal&a the fact that the pri.ce at which gold 

la aellina 1n rree China 1a about CII&,OOO to 10,000 per 

ounoe wbloh at the ofr1cial rata or exchanra ia the aqu1Ya­

lant of United Btataa ~400 to 600 !lRr ounoa. 
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3. For thi s ~00 milli on 7uan per aonth t he United 

States Treaaur, would be willing to P&J ei ther with 

+ 341 
'Y 

·~ 

(a) United States dollars, or (b) gol~ on earmark at the 

Federol Reserve B&nk at New Yo rk, or (o) b7 baYing one- halt 

ot the llhipmenta ot gold cur rently being ~:~aOe to China t or 

eale 1n Chi na be tor the account or the United States 

OoYernment. 

FDtrLtmoo 
l l/00/f.:J 

.h . S. 

i!UI.L 
(TL) 

FA 

\ \ 

• 
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""-'7 
Dhbloa of ..,utan 

() ._ta Nov. 22, 1943a t 

"-' Socre t.aey l!orgentbau 

Tho appended slltllllaey i s !rom 

mater ial on Franc o sent to us by 

!dr . Wood , our man in Lisbon. I think 

you will be interested 1n readinr, it . 

H. D.W • 

... IIII'nl 
ll'&lloh 1008 - llooa 814t 
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TO 

F',_OM 

Subject : 

TREASURY DEPARTMENT 

INTEl> <lFFICE COMMU N ICATION 

L:r . llhite - For your infonaatioo. 

l:r . r'ieher cq . ~. ~l\ 
l'olhicnl Conditi on. in •·'ranee in Jlid-1'143 

DATI !fov, 20, 1':)4) 

'l'ho follO'.ting points are included in a confi<lentioJ. report on con­
oi.ions in t'rance in •lu(;Ust 1943, and should be considered as r euresent.­
inc tho opinions of one, oJ.boit apparently wel].,.1.nfor~ observer-: 

(1) 

(2) 

(3) 

(4) 

(S) 

'lbo nu:ober o; o.rai"t.-Uod,ors f r o:: tho labor--<irai"t of till! cl<lsaes 
of 1'34~42 was mch .,rea ter than on ,.;,e occasion of previaos 
co.lls, and Vichy ad!:'.nistration of to~ ardors nas lax, .:ever­
thelesa, at le=>st 50 percent of those called il.:1vc ueen de:;x>rtcu, 

It is alle;:ed tl1at a t.ruo provisory :·'runch ~;overn:aent established 
in AJ.cier s and r eoo:;nized as sue~ oy •~"~• llll.iee >1oulu have been able 
to intr oduce into metropolitan ~'ranee a 8tAte of duality of power 
which would have r endered all!los t ineffectivo the liazi sys&er.l o.f 
p~raecution and exploitation. 

H io possi ble that a Doriot bOvor nm"n" may be imposed upon 
ll'rMce at the l ast :r.01nent . 'l'his misht result in a mass r evolt 
ol' public officials agairut Vichy. 

lihU e manifes ta .:ions of hos tilHy eo vor""'n rule in r'rance are 
nore lTideoprcad and JJore vocal, such hostili'Cy has not passed 
beyo!lCI ~he ver bal sta,e, anu nothinG U ko :. =as uprisin.(l is 
to be el<')OCted. !<etive r esistance is c.mfined to s-,oJ,J. :;roups, 
chiefly in tile ttounUlinous ro.;ions, Tlbich on.;a~o in saootat;e , 
eapiona.;e, and establish::!ent ru ounitions ~e;x>ts . 

'.he int.rigues in ::orth Afr ica or certain ciudle class am re­
a ctionary r'rcnch circl es, have crollt.ed in OfAIJ.Ar irencn OJ>inion 
vert ser ious doubts as to the sincer ity of the 1t:lr aii.1.s of the 
.\llies, particularly those ol' tho l>.'Jcriellns . ';be belief is ex­
prossed t hat an atte!:lpt to impose, <ither on l'rance or other 
libor ued areas, r e.;imes allied to l'D.Scis•n ''ill result i n a 
SW'll\l tO\Tard ~oviet RussiA ".mo thou..,h it trill not t;ive them 
th$ dcn1ocracy they hope .lor promi oos t11e1U at l eaot soc>al 
pr otro:Jc in a \-:orkers ' repuoJlic. '' 

Source : Pouch 1>atcrial s i'rao r:r. .food 
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NQT TO BE HE-TRANSMITTED 

HAifi~~T SECR§T 
COPY NO , 

OrTEL NO, 380 

I nf or mation received up to 10 A. M. 20th Nov, 1943 , 

1 , Mediterranean. Some troops reached Kastelorizo on 18th in 
small craft from Leros , 175 men have also landed i n Turkey, 
Small oraft were attempti ng during 19th/20th to wi thdraw balance 
of our garrison f r om Sames , 27 JU, 88 unsuccessfully attacked one 
of H. M.S. cruisers and 2 French destroyers off Cyprus 19th . 

2 , N!LITARY . 

Italy , Weather cont~nues t o interfere with operations . 
Fighting patrols North of River Sangro have ~inflicted casualties ' • 
on enemy. 

Burma . In l.:akan Japanese attack on our troops North East of 
Maungdaw was repulsed, 1n Chin Hills Japanese have not advanced in 
Haka Area (20 miles South of Falem) . 

3· AIR OPERATIONS . 

'Hestern Front. 18th/19th . 1553 tons dropped on Berlin end 
785 tons on Mannheim. · 

19th. Escor ted Fortresses (Bl7) dropped 245 tons on 
unidentified targets in \"est Germany end Holland , 48 Escorted 
Typhoon Bombers (1 missing) attacked 2 airfields in Northern 
France and Military objectives near Gris Nez. A Sunderland 
operating v.est of Bay of Biscay damaged three out of four JU 88. 

19th/20th . Aircraft despatched Leverkusen 268 (5 missing end 
3 crashed) Seamining 25, Duisberg 6, Rheinhause 2, Leaflets 17. 
At Leverkusen weather cloudy, r esults not estim&ted . 4 Enemy 
aircraft operated over §out~ East England . Camage and casualties 
slight , 

Greece and Crete . 18th/19th. 12 heavy Bomb- rs (1 missing) 
laid Seo Minos at Candia end Khalkis (Greece) , 
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,., . . . 
.l!!lil! Sri •I,Qbt S;;;cl\<.'1' 

Or , . .,1.. NO . 381 

Info~~iO'\ receive<! Uf· . to lil ~.M. nsL ••ovo::~ber , 194) . 

1. ~ 
One of d ·•· Su!llliA rinor torpodu<>• " t.:.nkor .fJ i'OIJLQ,I on Ut.t • . ,.,.., of , ., 

•' · " · DooL"•/OC'S sank · l3ndb6 c raft onJ t:r<>bel>lo ~ !~tor in Um tJJrl!Ai'IC 
oa l?th . A j'<:lit.b Sulmarin<> or, pdLrul 1·. Lho .W..t:.~. bnc ua:nl. t.nroe scho.mors, 
0.1n f.-bo\:t. ~rd \>no Cal quo, aeeOU:JtL"lb !'.>r ttbuut. .?.\)() t.em.l.tlG irl the:;c~operath.nc. 

} , .. a .. H~I\X It.ul:r ~Otb . S~n Indio.-. J1vteion c&ptua eri Ai!Clll i=O"..iate!7 . <.ut.h 
root of PulhllO . ActiN l"'tr .. llin~ bf Cunadians . <.n 5th 

f r~'1;\t uvidencf) t.h.- t one..,1 i s s&rarttttu'nln ... hi" Jttfoncoo 1) mlnin;; una f iulC 
cv1st.ruetlono . 

). ulh ~t·J!il.,'l'l<-NS "Obte rn Fr<.nt l9tb/20 ~h . LJ:.VJ.:l\1\US,~I . 6U tons dropped u< 
rrh ich ol)cut t "o-tllirdo incenrtia r-; . Comploto 

c.1.ouJ COI'ld l t ium.: . ntl ,uarl<er bornbw up. earn' "1 J(J._J Bl~attoro · · F'airl J heavy n//1 
fi r <> 'ut. lHtl > !ighto r oppc.Eiti"" · 

2~tll . rot.\, ol 88 uscortod Tyj:h.c.ns (ono n1so1nc! ln cevon for""ti~no ho.Jb?d 
"'uit...r / ""nG~ructiun" nc.1r C.u·~ ~.o.u:. ,,,..:, , fl )ltero .. her ~ho :J.,Y of 31SCA¥ 
doat.ro;,rod ""no JU 290 (four ooei."le t rc..Tlrt..ort. ... 1rcraC't. UGod for roccnn£.l sa..,co) , 
0.1~ F' >.JO md L"' rJ88 . 

2lt.h/2ls~ . !-)lou; alrcr . ..rt. o,.. "'~e<! ·>II foUo.,o . ­

Svll~\1 w o... • £; su55KA co...> c. 11, .. a.:.l\0...,_, 1. 

M"&:~ultoos doa,troJC~1 t o .... "1. fl1Mgttr4 anot.h,.r . ...nD bo..Ja eat. &At&\·..t\Siw. 

ldil.,d 1. por ''"". 

lbth . j 9 .u rha•·ko att..cl<•.><l Lilo r"U'"·Y cont.ro 
ut X,Ud • nl.l ~WJ Airflol~ n<t"r SPLIT . 

G r'10ce i8th, SJ e~.-eort,od fvr t.rfJ ')Ot. oc. .. bct.t l.!.i.Ai~U •"-i rf i o l.u 
'iostroyiut; l\.) ;Jrvundo~• Loil·c rat't, on-:~ Portt'<J:lG minoinv 

Encot•tol ,~it.eh~ ll<J trur·p~d t.'J tonG nt L·.rit- /'\ dnutr'" tint: t.•. OJ nirc r.:.t-ft on tho 
ai ru~~<t' 

;t.ta ~cort. Urt.Ui- o:;-c ... rt.l•\ nu.1• ~r -~ ... ~v • oolt. p."'"1l!'"l.nt;. "'"'~ck 
on Ci-t<>~t. o~f CAl'•' H .. t:,r,..u,_ 1-,lt.h/'"t.h. 
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