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REVENUE ACT OF 1945

OCTOBER 29, 1945.-Ordered to be printed

Mr. DOUGHTON of North Carolina, from the committee of conference,
submitted the following

CONFERENCE REPORT
[To accompany H. R. 4309]

The committee of conference on the disagreeing votes6of the two
Houses on the amendments of the Senate to the bill (H. R. 4309) to
reduce taxation, and for other purposes, having met, after full and free
conference, have agreed to recommend aMd do recommend to tlheir-
respective Houses as follows:
That the Senate recede from its amendments numbered 34, 37,

and 82.
That the House recede from its disagreement to the amendments

of the'Senate numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15,
16, 17, 18, 19, 20, 21, 22, 23, 25, 26, 27, 28, 29, 30, 31, 32, 33, 35, 36,
38, 39, 41, 42, 43, 45, 46, 47, 48, 49, 50, 51, 52, 53, 54, 55, 56, 57, 58,
59, 60, 61, 62, 63, 64, 65, 66, 67, 68, 69, 70, 71, 72, 73, 74, 75, 76, 77,
78, 79, 80, and 81, and agree to the same.
Amendment numbered 24:
That the House recede from its disagreement to the amendment of

the Senate numbered 24, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
SEC. 121. DE 7REASE IN CORPORATION SURTAX.

(a) IN GENERAL.-Section 15 (b) "(relating to the corporation surtax)
is amended to re~d asfollows:

"(b) IMPOSITION oF TAx.-There shall be levied, collected, and paid
for each taxable year upon the corporation surtax net income of every
corporation,(except a Western Hemisphere trade corporation as defined
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in section 109, and except a corporation subject to a tax imposed by sec-
tion 281 (a), Supplement a or Supplement 0) a surtax as follows:

"(I) Surtax net incomes not over $25,000.- Upon corporation.
surtax net incomes not over $25,000, 6 per centum of the amount
thereof.

"(R) Surtax net incomes over $25,600 but not over $60,000.-
Upon corporation surtax net incomes over $25,000, but not over
$50,000, $1,500 plus 22 per centum of the amount of the corporation
8urtax net income over $25,000.

"(3) Surtax net incomes over $50,000.-Upon corporation surtax
net incomes over $50,000, 14 per centum of the corporation surtax
net income."

(b) MUTUAL INSURANCE CO~fPANIES OTHER THAN LIFE OR MA-
RINE.-

(1) Section 207 (a) (1) (13) relatingg to surtax on mutual insurance
companies, other than life or marine) is amended to read asfollows:

"(B) Surtax.-A surtax on the corporation surtax net income,
computed at the rates provided in section 15 (b), except that if
the corporation surtax net income is not more than $6,000 the
surtax shall be 12 per centuin of the amount by which the corpora-
tion surtax net income exceeds $3,000."

(2) Section 207 (a) (3) (1X) (relating to surtax on interinsurers or
reciprocal underwriters) is amended by striking out "32 per centum"
andin.serting in lieu thereqi "28 per centum".

(c) REGULATED IJVT'rMYENT CoMPAvimES.-Section 362 (b)
(4) (relating to the surtax on iegulated investment companies) is
amended by striking out "16 per centum." and inserting in lieu
thereof "14 per centun"".

(d) TAXABLE YEARS TO 1eri APPLICABLE.-The amendments
made by this section shall be applicable with respect to taxable years
beginning after Decem ber 31, 1945. For treatment of taxable years
beginning in 1945 and ending in 1946, see section 131.

And the Senate agree to the same.
Amendment numbered 40:
That the House rece(le from its disagreement to the amendment of

the Senate numbered 40, and agree to the same with an amendment
as follows:

Qjnit the matter proposed to he stricken out by-the Senate amend-
ment an(d in lieu thereof insert the following:

(2) TECHNI AL AMENDMENTS.-
(A) Election 2 (a) of the Tax Adjustment Actof 1945 (relating

to the specific exemption) is repealed as of the date of its enact-
,ment.

(B) Section 710 (b) (1) (relati-hg to the specific exemption) is
restored to read as such paragraph read immediately prior to the
enactment of the Tax Adjuustment Act of 1945, to be effective,
as so restored, as if section 2 (a) of the Tax Adjustment Act
of 1945 had not been enacted.

And the Senate agree to the same.
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Amendment numbered 44:
That the House recede from its disagreement to the~amendment of

the Senate numbered 44, and agree to the same with an amendment
as follows:

In lieu of the matter proposed to be inserted by -the Senate amend-
ment insert the following:
SEC. 142. DEFERMENT OF CERTAIN TAxES OF VETERANS AND

SERVICEMEN.
(a) IN GENERAL.-Chapter 38 (miscellaneous provisions) is amended

by inserting at the end thereof a new section reading as follows: . ,

"SE-,. 3808. DEFERMENT OF TAX ATTRIBUTABLE TO SERVICE PAY
FOR COMMISSIONED SERVICE AND OF TAX ATTRIBUT-
ABLE TO PRE-sERViCE EARNED INCOME.

"(a) DEFINITIONs.-AS used in this section-
"(1) TAX ATTRIBUTABLE TO SERVICE PAY.- The term 'tax

attributable to service pay' means-
"(A) in the case of a war year for which the taa payer had no

gross income other than compensation for active service as a
member of the military or navalforces of the United States, the
tax imposed under chapter 1 for such year; or

"(B) in the case of a war year for which the taxpayer had
gross income in addition to compensation for active service as a
member of the military or naval forces of the United States, the
excess of the tax imposed under chapter 1 for such year over the
tax that would have been imposed if such compensation had been
excluded from gross income;

except that in the case of a commissioned officer (or a commissioned
warrant officer) of the regular component of the Army, Navy, Marine
Corps, or Coast Guard, such term shall not apply to any war year
unless, at the time prescribedfor the payment of the tax under chapter
1 for such year, a period of time was being disregarded under section
$804.

"(2) WAR YEA R The term 'war year'-
"(A) when used with respect to, the tax attributable to service

pay means'any taxable year beginning after December 31,1939',
and before January 1-, 1947, and

"(B) when used with respect to-the tax attributable to pre-
service earned income means any taxable year beginning after
December 31, 1939, but before January 1, 1942, and before
the taxpayer entered upon active service as a member of the
military or naval forces of the United States, but does not
*include any year unless part of the tax imposed by chapter 1
for such year became due and payable after the taxpayer entered
upon such active service.

"(3) TAX ATTRIBUTABLE TO PRE-SERVICE EARNED INCOME--
The term 'tax attributable to pre-service earned income' means the
excess of the tax imposed by chapter I for any war year over the
tax that would have been imposedfor such year if there had been
excluded from the net income for such Shear the amount of the earned
net income (as such term was defined in section 26 (a) (4) as in
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force with respect to such year, except that in computing such earned
ne. income, compensation for active service in such forces shall be
disregarded).

" (4) FIRST IN8TALLVZNT DATE.-The tmV'firs! inatalment
date' means May 15, 1946, in the case of taxpayers released from
active duty in the military or navalforces of the United States prior
to December 1, 1946; and in other case8 June 15, .1947, or the
fifteenth day of the sixth month which begins after the date of the
taxpayer's release from active duty in sch forces, whichever is the
earlier; except that, if the first installment date with respect to any
war year would otherwise occur earlier than the fifteenth day of the
third month following the close of such year, the first installment
date uith respect to such year shall be the fifteenth day qf such third
month.

" (b) EXTENSION OF TIME FOR PAYMtENT.-Upon application wifth
re-spect to any war year, made prior to thelfirst installment date, and under
regulations prescribed by the Commissioner unth the approval of the
Secretary-

"(1) the time for payment of an. amount of the tax under chapter 1
for such year which is equal to the tax attributable to 8(rv'icc pay for
such year and which has not been paid before the filing of such
application; and

"(2) the time for the payment of an amount of the tax under
chapter 1 for such year which is (qual to the tax attributable to pre-
service earned income for such year and which has not been paid
before the filing of such ap)plication,

shall, in lieu of the time otherwise applicable, be as follows: one-twelfth
thereof on the first installment date and an additional twelfth thereof every
three months thereafter until such tax is paid.

"(C) SUSPENSION' OF PERIOD OF LIMIrAriON.-The running of the
period of limitation provided in section 276 (c) (relating to the collection
of the tax after assessment) in respect of any tax the time for the payment
of which is prescribed under subsection (b), shall be suspended for the
period beginning with the (ate of the filing of the application under such
subsection and ending six months after the date prescribed therein for the
payment of the last installment of suich tax.

"(d) ESTIHATED TAX.-If the taxpayer is eligible for the benefits of
subsection (b) with respect to any war year-

"(1) for the purposes of the application of section 68 with. respect
to such year, compensation for active service as a member of the mili-
tary or navalforces of the United States may be disregarded in. deter-
mining the gross income reasonably expected for such year, and in
determining the estimated tax for such year; and

"(2) for the purposes of section 294 (d) the tax for such year shad
be determined as if such compensation were excluded from gross
income.

This subsection shall not apply with respect to a taxpayer for any3t war
year who at the time prescribed for making the declaration of estimated
tax for such year is a commissioned officer (or a commissioned warrant
officer) of the regular component of the Army, Navy, Marine Corps, or
Coast Guard."
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(b) REFUND OF INECESr PAID.-Any interest paid prior to the date
of the enactment of this Act uith respect to tax attributable to 8ervce pay
for any uar year, or utoh respect to tax attributable to pre-service earned
income/for any war year, 8haU be credited or refunded if claim therefore is
Need wth the Commissioner prior to January 1, 1947.
And the Senate aree to the same.

R. L. DOUOHTON,
JERE COOPER,
JORN D. DINaELIL,
A. WILLIS ROBVRTSON,
HAROLD KNUTSON,
DANIEL A. REED,
Roy 0. WOODRUFF,

Managers on the Part of the I-ouse.
WALTER F. GEORGE,
DAVID T. WALSI,
ATJBEN W. BARKLFJY,
ROBERT M. LA FOLLETTE, Jr.,
ROBERT A. TArr,

Managers on the Part of the Senate.



'STATEMENT OF THlE MANAGERS ON THE PART OF THE HOUSE

The managers on the part of the House at the conference on the
disagreeing votes of the two Houses on the amendments of the Senate
to the bill (H. R. 4309) to reduce taxation, and for other purposes,
submit the following statement in explanation of the effect of the
action agreed u1)0o1 by the conferees and recommended in the ac-
comnpanying conference report:
Amendments Nos. 1 and 2: These are technical amendments and

the House recedes.
Amendment No. 3: This is a clerical amendment and the House

recedes.
Amendments Nos. 4, 5, 6, and 7: The House bill provided surtax

rates on individuals, ranxgihg from 16 percent to 814 percent, and
provided that in no case should the aggregate of the normal tax and
surtax exceed 81 percent of the net income.
The Senate amendments strike out the House provisions, provide

for a 5-percent reduction in the normal tax, and establish a tentative
surtfax table, running from 17 to 88 percent, with a 5-percent reduction
in the tentative sturtax so computed, and provide that the aggregate
of the normal tax and surtax shall in no case exceed 853 percent of
the net income.
The House rece(des on these amen(lrments.
Amendments Nos. 8 to 19, inclusive: These are clerical amendments

and thle Hotise recedes.
Amendment No. 20: The House bill provided a tax table for supple-

ment T, dealing with the tax on individuals with adjusted gross
incomes of less than $5,000, which embodied the normal tax and surtax
rates under the House bill. The Senate amendment substitutes
another table based onl the Senate's treatment of normal tax and
surtax. The House recedes.
Amendment No. 21: The house bill provided tables for wage

bracket withholding by employers of tax from wages paid employees.
These tables were based on the normal tax and surtax rates provided in
the House bill. The Senate amendment substitutes other tables
based on the normal tax and surtax under the Senate amendments.
The House rece(lies.
Amendment No. 22: Under both the House bill and the Senate

amendments the exemptions applicable to the surtax are made appli-
cable to the normal tax. Thus employers-will no longer withhold tax
from those previously subject solely to liability for the normal tax.
Under present law an employer is required to provide a statement
(known as Forin W-2) only when tax has been withheld. Such
statements are used by millions of taxpayers as a simple tax return.
The amendment requires employers to continue to provide employees
with such withholding statements where they would be required under
present law even though no tax is withheld under the new withholding
provisions. The House recedes.
Amendment No. 23: This is a clerical amendment and the House

recedes.
Amendment No. 24: The House bill reduced the suitax on corpora-

tions by 4 percentage points in each bracket, effective for taxable
6
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years beginning after December 31, 1945. The Senate amendment
strikes out this provision and provides for a reduction in normal tax
and surtax in the case of corporations whose normal tax net income
or surtax net income is less than $60,000, effective for taxable years
beginning after December 31, 1945. The House recedes with an
amendment (1) providi:%)g for a reduction of 2 percentage points in
surtax rates on corporations with corporation surtax net incomes of
$50,000 and over, and (2) retaining the House provisions for corpora-
tions with corporation surtax net incomes of less than $50,000, subject
to a "notch" rate on the income between $25,000 and $50,000 so as to
provide an equitable transition between the 2 percentage points
reduction, on the one hand, and the 4 percentage points reduction
provided in the House bill on the other hand.
Amendment No. 25: The House bill reduced the excess-profits-tax

rate from the.present effective rate of 8514 to 60 percent, the reduction
to be effective for taxable years beginning after December 31, 1945.
The Senate amendment strikes out this provision of the House bill.
The I-louse recedes.
Amendments Nos. 26 and 27: These are clerical amendments and

the House recedes.
Amendments Nos. 28 anrd 29: The House bill repealed the excess-

profits tax effective with respect to taxable years beginning after Do-
cember 31, 1946. Amendment 28 strikes out this provision. Amend-
ment 29 provides that the excess-profits-tax chapter of the Internal
Revenue Code shall riot apply to any taxable year beginning after
December 31 1945. Senate amendment 29 also provides that, despite
the repeal of the excess-profits tax for 1946, the provisions of the
excess-profits-tax law shall remain in force so as to permit calTy-back
of the unused excess-profits credit from 1946 to 1944 and 1945, an(l so
as to assure the making of thle necessary adjustments in the net
operating loss carry-backs. The amendment provides that there shall
be no carry-back of unused excess-profits credits from taxable years
beginning after December 31, 1946. The amendment also makes
provision for the application of the carry-back in the case of affili.ated
groups of corporations.

Technical changes are also made with respect to the periods of limi-
tation for claiming or allowing credits or refunds anld assessing (lefi-
ciencies, attributable to carry-backs. The House recedes.
Amendments Nos. 30 to 33, inclusive: These are clerical amend-

ments and thle House recedes.
Amendment No. 34: This amendment changes the specific exemption

in the case of taxable years begirnning in 1945 and the Senate recedes.
Amendments Nos. 35 and 36: These are clerical amendments and

the House recedes.
Amendment No. 37: This is a clerical amendment and the Senate

recedes.
Amendments Nos. 38 and 39: These are technical amendrrients

relating to fiscal years and the House recedes.
Amendment No. 40: This is a technical amendment and( the House

recedes with an amendment making a further technical amendment.
Amendment No. 41: This is a technical amendment and the Ilouse

recedes.
Amendment No. 42: This is a clerical amendment and the House

recedes.
H. Repts., 79-1, vol. 5-87

7



REVENUE ACT OF 1945

Amendment No. 43: This amendment provides for the exclusion
from gross income of the entire service pay of enliste(d personnel for
taxable years beginning after 1940 and preserves the $1,500 exclusion
from gross income in the case of officers for the taxable years beginning
after 1942, the exclusion in either case to apply only to pay received
before the termination of the war, whether or not before separation
from the service; and the House recedes.
Amendment No. 44: Under this amendment the time for the pay-

ment of the tax' liability of commissioned personnel of the armed
forces for the years 1940 through 1946, inclusive, is, upon application
of the taxpayer, deferred, insofar as such liability is attributable to
service, pay. The liability so deferred is payable over a period of
approximately 3 years in 12 quarterly installments. Trhe 3-year
period begins on May 15, 1946, in the case of taxpayers released from
active duty prior to December 1, 1945, and in other cases on June 15,
1947, or thel 15th (lay of the sixth month which begins after the date
of the taxpayer's release from active duty, whichever is the earlier.
Under the Senate anmenlrlent if the 3-year period begins before the
end of a period of time disregardedd under section 3804 (relating to
taxpayers overseas) the beginning of the 3-year period does not begin
until the end of the period so disregarded.
The Semate amen(lment also provides that tax for the year 1940 or

1941 (to the extent that it is attrilbutable to pro-service earned
income), which became (lue and payable after the taxpayer entered
upon active service in the armed forces, may also be deferred and
paid in 12 quartetly installments over the 3-year period specified above.
Any interest paid prior to the date of the enactment of the act with

respect to tax which coull be deferred under the provisions of the
Senate amendment is to be credited or refunded if claim therefor is
filed before January 1, 1947.

The conference agreement adlopts the provisions of the Senate
amendment with certain clerical and technical amendments thereto.
The technical amendments are as follows:

(1) The conference agreement does not authorize deferr~nent of
tax attributable to service pay in the case of officers of the regular
component of the Army, Navy, Marine Corps, or Coast Guard
unless at the time prescribed for the payment of the tax a period
of time wvas being disregarded under section 3804 (relating to
"taxpayers overseas).

(2) Inl determining when the first of the twelve quarterly
installments is payable, the conference agreement omits the
reference to section 3804 as Unnecessary since section 3804 in
itself will operate to postpone such first installment date in
proper cases.

(3) The conference agreement inserts a provision relating to
declaration and payment of estimated tax in order to make it
clear that thel deferment for which a taxpayer might apply in the
future is not nullified l)y a requirement that the taxpayer cur-
rently declare and make payments of estimated tax. This pro-
vision does not apply to commissioned officers of the regular
component of the Army, Navy, Marine Corps, or Coast Guard
for the reason that the requirements with respect to declaration
and payment of estimated tax by them is adequately dealt with
in section 3804.

8
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Amendment No. 45: This is a clerical amendment and the House
recedes.
Amendment No. 46: This amendment provides that where amounts

in excess of $75,000 are allowed as tentative amortization adjust-
ments, the Commissioner shall not be required to report such allow-
ances to the Joint Committee on Internal Revenue Taxation prior to
their payment but shall report them when the correct amount of the
tax has been determined. The House recedes.
Amendment No. 47: This amendment extends to taxable years

beginning in 1946, the provisions of-section 22 (b) (9) and (10) of the
code relating to discharge of indebtedness. The House recedes.
Amendment No. 48: This amendment applies to lost, stolen, or

destroyed excess-profits-tax postwar-credit bonds the same treatment
that is now applied to other Government securities by section 8 (c) of
the Government Losses in Shipment Act. The House recedes.
Amendment No. 49: This amendment provides that for income-tax

taxable years ending after June 30, 1945, and before July 1, 1946, the
declared value excess-profits tax attributable to war-loss recoveries
included in net income shall be at the rate of 1fI4 percent in lieu of the
generally applicable rate. The House recedes.
Amendment No. 50: This amendment strikes out section 301 of

the House bill which provided for the termination on June 30, 1946,
of the increases made in the Revenue Act of 1943 in various excise-tax
rates. The House recedes.
Amendment No. 51: This is a clerical amendment and the House

recedes.
Amendment No. 52: This is a technical amendment and the House

recedes.
Amendments Nos. 53, 54, and 55: These are clerical amendments

and the House recedes.
Amendments Nos. 56 to 78, inclusive: These are technical amend-

ments. The principal effect of these amendments is to make the
provisions of the House bill relating to floor stocks tax refunds for
alcoholic beverages and electric-light bulbs applicable so that the
refunds will be made whenever the increases in the rates made by the
Revenue Act of 1943 terminate. The House recedes on these amend-
ments.
Amendment No. 79: This amendment provides that the termination

of the increases made by the Revenue Act of 1943 in the rates appli-
cable to telegraph, telephone, radio, and cable facilities shall, when
payment is made pursuant to bills rendered, take place upon the
basis of bills rendered on or after the rate reduction date for services
for which no previous bills were rendered except with respect to
services rendered more than 2 months before such date. The House
recedes.
Amendment No. 80: This is a technical amendment made necessary

by the Senate treatment of the excise tax provisions and the House
recedes.
Amendment No. 81: This is a clerical amendment and the House

recedes.

9
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Amendment No. 82: This-amendment repeals certain excise taes
The Senate recedes.

R. L. DOUGHTON,
JERE COOPER,
JOHN D. DINGELL,
A. WILLIS ROBERTSON,
HAROLD KNursON,
DANIEL A. REMD,
RoY 0. WOODRUFF,

Managers on the Part of the Howse.
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