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DISCUSSI(E! WITH MR. FICELIN, UNDER-SECRETARY, FINANCE,
AD ¥R. FEUIRS, ACCOWSIAND-GENTRAL AMD CUBRENCY OFFICER

~ (Report By D. Grosh)

The folloving fther pointe vere dizcusved with the Finance Deportmentt

1. HKinimem cort por momth required to emrry on the edrintstration et
the cemtre (Jerusalen). ‘ '

The pg-sém edrinirtration has bem epsnding abowt LP.1 million e ronth
to mest 1ts cwrrent lisbilities et the eapitel. VWith a redustion of Govermaent
sstivity in recent ponths, howvever, the cash reosomroes required heve fallen
somexbat. Mr. Patersie of tho opinton that the UN Cor=lasion world require a
minirs=s corzt of helf a nillion pourds in Jeruoalen to poy itz way e the
Bwocessor GCoverzuent. This would bBe in eldition to o=t vequired st éxzb-aeoomtmcy
offices (50 in all) ecattared nver the sowdyy.

It would bs necesrdTy for the Commimaion to wegquest the presomt adrintetration

~ of Palesting to leave snowsh eash et the Cextral end Sub-aocowntency offices on
15 May 1948 to enchle the foxmer to Mseﬁyxgc ite cvrrent financisl rsoponnibilities,
wntil e sufficlent excess of roveower over expsmditure hnve Browght in the necessary
cash,

[it 1e pececzory ot this stage to sivess the Aifference Detveen the revemue
balemco end the eatual cash resowrces of the Governsszt. The forrsr o arrived at
on the bazis of total avmets and n&bﬂi‘tto‘a ponition of the edmintetration on a
certain date, azd can be realieod in cash only sfter the advances exle by the ad-
pinfetration out of ite :oplne of revenme over erpenditure have been realised

erd 1ts concerrent lisbilitien met.]
DISCUSSION WITH M2, STEVART AND MR. FETERS

- It wruld be necceraxy to ervive at eormo kind of arrengssent regardieg
the transfer end mfcming of Beceipt Pookm and fingncisl recordr of the si-
nminietration. The Recorde mmst, of cowrses, be rraverved, dut &f mecwrity con-
dtttons ere not properly establiched, 1t ray do advissble to destroy wiwred
roceipt Dooke in order to Meit the eeope for fravdulest operations. This may,

however, create temporarily a grezt difficmlty for the Cor=iesion after the
¥ Acconrient Generrl
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tranafer of responzidility.
3. A efmfiler dfffiovlty will exies in conmection with the Bearer Bonds
" which hove been irsucd by tie Palesbtine Adwinistration. These ere dram
wonthly. The prescat Mmmmm thinks t2at 1t will not de mafe to
leave the Bond ticksis behirnd, ercept in conditionn of complete security.

If axrangements rogarding the pafe custody of these tickste ave not Ende in
time, the Adminimtration may find it necessary to destroy the tickets. These
can, howaver, be reprinted fram records vhich the Palestine Govermment propose
' 4o tramsfer to Cypran (elorg with other docwscnts necded for the purpore of the

~' . 18quidstion of the preseut sdministration). fome errangemsmte have slso 4o be
n;do regrrding the safekeeping of the drums vhish are ured to drzw lote.
DISCUSSIOR WITH MR. FETFRS, ACCOUNTART-GENZRAL ARD CUBHEECY OFFICER
1. An the rerponeidilities of the Acoounte Depertment of the present
Adnintetration vorld etretoh beyond 15 May 1048, the Covermzcat propores to
tronsfer its books ond recomds reguirel for the final settling of seccounte and
seranty officisls, inolmding the Accoratant-Genersl, to Cyprus at the emd of the
Msadate. Theze ssventy offficials would comprieso thome in the koy positions of
the Accownts Departacat end in the Accownte Sectionn of other departments, and
. mey not be avatlsble to the frtwre adminietzotion of Palestine for a period at
[ lesstor two monthe. Amng thezo officers ars two, the Chief Accowrtart and the
~ Chief of the psrsoral staff of the Ascounts Doportaent, who are both Jevish
citizens of Faleztine and wonld probahly be svellshle to the futvre ed=tnictration.
The Commtesion ¥y find {1t adviesdle to mTive st some wnderstaniing with the
present adeinietration regerding such officiale, {.e. those thnt are willing to
vork ender the futare adzinistrction det may be required temporarily by the
_Colonial Office after terminmbion of the Memidste.

2. Tho quostion of & otroag room for the zafe cwstody of locml recources
of the Currency Boerd was again discwessd with the Accomtant-Ceneral. Accordieg
to him, siromg ro me exist only in tbreo placen in Pelestine, viz., Jerusales,
Helfa snd Tel-Aviv. Ehoée in the first {wo cities belong to Barcleyr Bank, vhile

) the ome at Tel-Avi- e owncd by the Anglo-Palectine Bemk. The latter one 1s,
mw, too p2l) for the storing of the resowrces of the Currency Boerd.

I
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3. Printing of Currency Fotes end Mintlag of Coinse
Both theze operstions ave done in the United Kinglor, and dvring the

" wvar yoers there veve dirficulties in getting then done quickly. According
- to Mr. Petezs, hovover, thoro difficulties heve rov diczppeared. In eny

event, ascording to him, the Cwrremcy Bosml—han, in Palestine, a r:fficient

‘stook of coine, emd crders have besn plased for on extrn quantity of noten

to be kept in stock,
The etock ghonld, however, be eonsidered mafficlext only in reletion

‘o pormal conditions, end extra provisions may have to be made to most

rossidle ryns for carh in the vncertain conditions that may eoms to exirt
tommorarily on thoe terminntion of the Mendete. Aoy lerge-sonle bresXlown

of intercourte betvesm different poxte of the cowmtry will aleo 1n6reaao
the totnl demand for eoch.
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Eoto on Incoms Tax dednctions ad mowrce.

The Goverrament has had ender oconsideration the sitwation which will, in
view of the break in continuity of admintetretion in Palestine on the 15t: of
"uegr and having regsxd to the wncertain futere, evice in commection with the
aspunts vhich heve bom dedestedl at mowrce 4n rempest of Incors Tax dering
the financial yezr 1947/48 end those vhioh wonld, umder morzal conditions,

- fall duo for dedmotior in the coming financial yoor.

2.  The Pclestine Income Tax Ordinance (rocently revised and re-enacted am

' Bo. 13 of 1957) provides that the tax in eny one finsncial yesr 1s sseesoed

upon the earnings of the rreviovn finsncisl yeny (vide ssotion 6 (1)) althoush
ths empumte collected by dcluctiona et oowrce azo in praostice Browght to eccomnt
23 reveswe drring tho yeor in which they ave actually peid.
3. Dedrctions st sowrce from owreat esxninge ere mude in respest of the
roilwlng tares cotegorient«
(2) Dechemtrrre interest paid by a Company (mestion 31 (7) of the Ordinznce);
(b) . Mortgsgs interest end other insome payadle to m-:mm:
(zection k2 of the Me)j
(¢) Income from exployment end pensions eto. (Section 48(1) of
the Ordinsnce).
Thess deductions ere therofore made on cwrrenst oxrnings and are in fact poyeente
on deposit in respect of taxw lisbillity for tae following yenr, it bheing thue
assvmed that the Ordinnres will remain in force and that the following yexr will

. in fest be a "year of arsesment”. Were this not ro, the Govermmmmt would be

wder obligntion, wnlens spesial legislation wers to be entcted in any other
senze, to refund each dedrmstions.

3. A sitwation nov ericec in whick the possibility of 1948/39 desominz a yesxr

‘of sssetrment E2y be paowwed by virtus of expechation that the prezent lav will

&%11). De in force on the lzt of Arzil end rezain in force at leart mtil the 15t
of May; though it 1s rost velikely that 1t will re=zin in force after let October
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1948. On the othex hend, noct only eon 4t not be acevmed thet there will de &
*yoar of areestment” in 1948/50, bat Lt must be ascwmed thot the projected
eonstitubional shanges vill by ¢then have beocome a2t least in part effective and
that nze firosl legislatioz will be in force - possibly on a different bosls
in each of threo ecperate gmztion ciztes. Tha poy-as.Jou-gn gycten oan only
be Mmea'mue there in resronable certainty s to the futvres. Thers are
thus tro problems to de derlded:a
(a) hor to dispose of the smountz eollected dwring 1947/48 in sdvence
againet a projested 19&8}&9 assermment; end
{(d) shether to continue In force thore mections of the Ordirznce snd
the Income Tax (Dedrotion from Faolwments) Bules, 194h, which womld
mke 1t obligntory to coutinme deduotions at source drring the
period 1st April to 15th May, 1948.
| ' Regarding (e) ebove, there eppesrs €0 be = olesr obligntion to snfermrd
the irterests of thovo vho heve rzde thess peyments agairet & potential aitzation
in vhich the tax for 1948/19 ic rot in fect arzonsed end collected, and whers
Income from other psowrsez 48 not therefore sebjected to thie tax. It hzs boen
euggested that theme interoris con bo properly eafegnarded only if the czownts
concarnsd are plascd on deponii; bt bofore taXing eny ection in thim rempect,
end in order rot to hezper wnesessorily esch comtimwity of sdministration ar
»ay bo conte=platnd, thin Goverrm=mt bhss emggested to the Secrotary of State

- that tho United Nation> Comslezion chovld firvat be exked to indicate vhat eteps

they mtght vish to to¥s regarding contimmance or othervive of the Incors Tax in
its present form; and slmo vhat esewrances they proposze to give thet, in ke
event of the tsx dus in respret of 1048/49 mot being collected in sccordsnse
vith the Ordinanse, these elvance poyments will be refomied to thore conserned
to enable them to mesd altermabive tar lisdilities, emd thuy to enevre that they
are rot placed ot a diendveniego {n rolation to the rest of the cormumity.

5. ghorvld the Omisnzon decide that they are wachle to ezfegusrd the poettion
of those from vhom tax has bam defusted, the porsidility of w=king refende vill

be corsldered.
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6. Regording dednotions vidch world in the normadl corrro of evente be made
&3 from the 1et of April, 19%8, egainst potemtial ter 11ability in 1949/50
(23 (b) of parem. 3 chovs), 5t iz proporsd, in vier of the ecnroption refexred
to in the estcond eemtence of psyasverh 3, to rurod pections 31, 42 and 48 of
j&:e'.tucoma Tex Ordincrse in order to diecontirme the requivenmsnt of defuotions
&t sowrce with effect frox the let of Apri) next. Thie wonld not of comrse
mean thzt the insome eoncernzd would mot bde ehmwgenhle with tex when (and if)
the time comas, brt 1t wonld mesn that, in relstion %o their vhoeriain futvre
obligations, ell. potential toz-pogers wonld be plased on an equal footing.

7. It has beea evggerted that tho United Eotions Cormsiseion showld De
irformed of the situation end of the deoision in the preceding paragraph, amd
esked for en early indicciion of t!;eir viewz a3 in pevegraph 4. The Szoretery

of Sta%e has becn informel thet this matter has Been brovsdt to the motice of

the United Estions Sscretzriet otaff in Palesiina.

A

8.3.48.



