78111 CONGRESS HOUSE OF REPRESENTATIVES Rerorr
2d Session - No. 1079

REVENUE ACT OF 1943

FeBruary 4, 1944.—Ordercd to be printed

Mr, Doucuron, from the committee of conference, submitted the
following

CONFERENCE REPORT

[To accompany H. R. 3687]

The committee of conference on the disagreeing votes of the two
[Touses on the amendments of the Senate to the bill (H. R. 3687) to
provide revenue, and for other purposes, having met, after full and
free conference, have agreed to recommend and do recommend to their
respective Houses as follows:

That the Senate recede from its amendments numbered 2, 33, 52,
54, 56, 97, 98, 99, 100, 101, 102, 103, 104, 105, 106, 107, 108, 140,
165, 185, 187, 200, 211, 214, 215, 222, 223, 224, 226, 227, 228, 250,
vH3, 276, 279, 285, 286, 292, 294, 304, 305, and 306.

That the House recede from its disagreement to the amendments of
the Senate numbered 3, 4, 5, 7, 20, 21, 22, 23, 24, 25, 26, 28, 38, 39,
11, 42, 43, 44, 45, 46, 48, 50, 51, 59, 60, 62, 63, 64, 65, 66, 74, 75, 76,
77,78, 79, 82, 83, 84, 86, 87, 88, 89, 90, 91, 92, 93, 94, 95, 96, 110,
LI, 112, 113, 114, 115, 116, 117, 118, 119, 120, 122, 123, 124, 125,
127 128, 130, 131, 132, 133, 134, 136, 137, 138, 139, 141, 142, 143,
45, 140, 147, 149, 150, 151, 152, 153, 154, 155, 156, 157, 158, 159,
160, 161, 162, 163, 164, 166, 167, 168, 169, 170, 171, 172, 173, 174,
175, 176, 177, 178, 179, 181, 182, 183, 184, 188, 189, 190, 191, 192,
193, 104, 195, 106, 198, 201, 209, 210, 216, 217, 218, 219, 220, 221,
995, 299 230, 231, 234, 235, 236, 237, 238, 239, 240, 241, 242, 243,
DA, 245, 246, 247, 248, 251, 254, 255, 256, 257, 258, 259, 261, 262,
263, 264, 265, 266, 267, 269, 270, 271, 272, 273, 274, 275, 277, 278,
%0, 281, 283, 284, 287, 288, 289, 201, 203, 207, 298, 300, 302, 303,
307, and 308, and agree to the same,
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2 REVENUE ACT OF 1043

Amendment numbered 1:

m TS

That the House recede from its disagreement to the amendment of
the Senate numbered 1, 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:

[In the following table, a seetion number enclosed in parentheses following the
deseription of the subject matler of «a scelion, subscetion, or paragraph of this Act

indicates cach provision of the Internal Kevenve Code amended by such section, sub-
~seclion, or paragraph of this Aet.]

TABLE OF CONTENTS

Tirre I-—Ixpivivvar axp Covrorarvioy Incoure Taxes axn Wirnnorninag or
Tax ar Sovrcrk ox Waaks

See. 101, Taxable years to which amendments applicable.
Sce. 102, Adernative tax on individuals with gross {ncome from certain
sources of less than $3,000  (see. 400).
(a1) In general (see, 400,
(b) Technical amendment: Oplional lax inapplicable to cilizen enlitled
o benefils of section 251 (see. 404).
See. 103, Deétermination of status for pu;pos(s of persoral exemption and
credil for dependents (see. 25 (h) (3)),
See. 104, h’wluc!i;))n of eredits in cuse of short year limited to jeopardy (sec.
47 (e)).
See, 105, Returns of income (see. 51 (b)),
(a) Deermination of stalus (see. 51 (f)).
(h) ./mlnl returns where spouses have different tacable years (sec. &1
(b)),
See. 106, Victory tax,
(a) Change in rale {sec. 450).
(h Repeal of credils aguinst Victory tax (sec. 453).
(¢) Teehnical amendments (secs. 456 and 34).
Sece, 107, Repeal of earned income credil.
() I'n general (secs. 25 (a), 4?2 (), and 185).
(b) Earned income from sources without Uniled States (sec. 116 (a)).
Sec. 108, Certain fiscal year taxpayers.
*(a) I'n general (see. 108).
(h) Tarable years lo which applicable.
Sce. 109, Ivcluston from gross income of mustering-oul pay of members of
armed forces (sec. 22 (b) (14)).
Sce. 110, Last-in, first-out inventory.
(1) I general (see. 22 (d) (6)).
b) IAflective date,
Sece, 111, Denial of deduction f(n Federal exelse lurm nol deductible under
section 23 (a) (sec. 23 (c)).
Sec. 112, Deduction for losses on securtties in affilialed corporations.
(a) = Stock losses (sce. 22 (g) (4) (ID).
h) DBond losses (sec. 23 (k) (5) ().
(c) Tacable years to which applicable.
Sec. 113, Partially worthless bad debls.
() In general (sce. 23 ().
h) Years to which applicable,
Sec. 114, Corporale contributions (o velerans’ organizalions (sec. 23 (q)).
Sec. 115. Special deduction for blind (sce. 23). :
Sec. 1106, Credit for dividends paid on preferred stock of public utilities.
(a) Dividends vnpaid and aceuncudated (see. 26 (h) (1)).
(b) Stoek issued to replace existing securities (see. 26 (h) (2)).
See. 117, Returns by organizalions cxempt from laxation.
() In general (sec. 54).
) Years to which applicable.
See. 118, Penallies in conneclion with estimated tax.
() 1w general (sec. 29).
) Teelnical amendmert (sec. 60 (h)).

(c) Tacable years to which applicable.
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Back pay aliributable lo prior years,

In general (sec. 107 (d)).

Technical amendment (sec 107).

Tazable years to which applicable.

Eleclion as to recognition of gain in cerlain corporale liguidations.

- In general (sec. 112 (b) (7).

Basis (scc. 113 (a) (18)).

Effective dale,

Reorganization of cerlain tnsolvent corporations.
Nonrecognition of gain or loss on cerlain reorganizalions (sec. 112

) U0). ‘ |

Recognition of gain or loss of securily holders in connection with
cerlutn corporale reorganizations (sce. 112 (1)).

Basis (sec. 113 (a) (6) and (21)).

Technical amendments (secs. 112 and 718).

Effective dale,

Reorganization by adjustment of capital structure prior to Septem-
ber 22, 1938 (sec. 118 (a)). .

Gain from sale or exchange of properly pursuant lo orders of
Federal Communications Commission.

In general (sec. 112 (m)).

Taxable years to which applicable.

Percentage depletion for flake graphite, vermiculite, potash, beryt,
feldspar, mica, tale, lepidolite, barite, and spodumene.

In gencral (sec. 114 (b)).

Discovery valuz (sec. 114 (b)). -

Definition of gross income from the property (sec. 114 ().

Percentage depletion for flake graphile retroactive to 1943.

Termination of percentage depletion for certain minerals.

Exclusion from gross income of certain cost-of-living allowances
paid to civilian officers and employees of the Government stationed
oulside continental Uniled States. 4

_In general (sec. 116).

Taxable years to which applicable.

Nonrecognilion of loss on certain ratlroad reorganizalions made
relroactive lo 1939.

Amendment of scetion 112 (b) (9) (sce. 112 (b) (9)).

Amendment ef section 113 (a) (20) (sec. 113 (a) (20)).

Amendment of seclion 142 (d) of the Revenue Act of 1942.

Gain or loss upon the cutling of timber. ‘

In general (sec. 117 (k).

Technical amendment (sce. 117 (3) (1)).

Eflective date.

Acquisitions lo evade-or avoid income or excess profils tax,

In general (sec. 129).

Technical amendment (sec. 46).

Tazable years lo which applicable.

Disallowance of certain deductions altributable to business operated
by individual al loss for five yeurs.

In general (sec. 130).

Eflective dale of amendment.

Technical amendments relating to foreign lax credit.

Limit on credit (sec. 131 (b)), -

Tazes of foreign subsidiary (sec. 131 (f)).

Tazxable years to which applicable.

Ealension of consolidaled returns privilege lo cerlain corporations
(sec. 141 (e)). ;

Nonresident aliens brought into Un+ted Slates under authorily of
War Manpower Commission (sec. 143 (b)).

Relief in the case of exeess deductions of estates and trusts,

In general (sec. 162 (d)).

Effective date. .

Trusts for maintenance or support of certain beneficiaries.

Income for benefit of grantor (sec. 167).

Tazable years to which applicable,



4

Sec. 135,

(@)
(b)
()
()
()
(N

Sec. 136,

See.

137,

Trroe 11-—

(n

2
(%)

See, 201,
See. 202,
(u)
()
Q)
See. 203,
e (a)
Q)
()
See, 204,
(1)
h
(<)
S(.'(‘. ,’?()»';.
S(’(‘. 200,
(1)
("
See. 207 .
()
)]
See. 208,
(a)-.
)
(e)
()
()
N
See., 209,
S(’C. 250.
(a)
(b)
()
()
(e)
(f
()
b'(‘\'. 251,
(0)
("
te)

REVENUE ACT OF 19043

Mulual fire insurance companies (ssuing perpetual policies,
Tarablity under section 204 (sec. 204 (a)).

Glross income (sce. 200 (b (1)).

Dividends (sce. 204 (¢) (11)).

Nontazability under section 207 (sec. 207 (a)).

IPeal estate; bond preminm and discount (sce. 207 (¢) and (d)).
Tavable years to which applicable,

Treaty ubllqnlwm

Status for withholding at source on wages (sce. 1622

(R) (1)).

I'xcrss Provirs T'ax axp Posr-Wak ReroNDp o Excrss Prorirs Tax

Parr I--Ixcess Prorirs Tax AMENDMENTS

Turable yeurs to which amendments applicable,

Inerease 'n ercess profils lax rate.

In general (see. 710 (a) (1)).

Technical amendment relating to public ulililies (sec.
(1 (B)

Credit for income subjecl lo ercess profils tax in special cases
(see. 26 ().

Certain fiscal-year taxpayers,

Compulalion of lag for taxable years beginning in (943 and ending
in 1944 (see. 710 (a) (8)).

Compulalion of tax for tarable year beginning in 1941 and ending
after June 30, 1942 (sec. 710 (1) (3)).

Taxable years to which applicable,

Inerease 2w spectfie exemplion,

Tr general (see. 710 () ().

Return requivement (see. 729 (b)) (2)).

Consoliduled returns (see. 141 {(¢)).

Reduction of ercess profits ‘eredits based on invested capital in
cortain brnclets (xee. 214).

DPublictdy of relief grcuu‘ml wzler section 722,

In geveral (sce. 7.22).

Twrable years to which applicable,

Ntrategic mincrals,

I'n generad (see, 231).

Tarable years lo which applicable.

Nontarable income of certain industries with depletable resources.

710 (a)

Teehnical amendment (sec. 734).

Definitions.
Definition of “lessor”, “watural gas company”, cle. (sec. 735 (a)
), (), (), (), and- (9)).

Defindtion of “timdber bloek” (see. 735 (a) (8)).

Defirdtion of *andt net income” {sce. 735 (a) (12)).

Nontaxable income (sec. 735 (b)Y,

Applicalion where excess profils eredit compuled under mcome
credit (see. 711 (@) (1)).

Application where excoss profits eredit computed under
capital credit (see. 711 {a) (2)).

Retroactive cffeet of ummulnwnls affecling resources.

Iieempt corporations (see. 727 (h)).

invesled

PART 11— POST-WAR REFUND OF EXCESS PROFITS TAX

Post-war refund of creess profits tax.

Credil in case nj /lM'(ll year beginning in 1941 and ending after
June 30, 1942 (sce. 780 (a)).

Transfers lo \u(‘('z,'.::sors of tazpayer (sec. 780 (¢))

T Ereemption of procecds of bonds from tax (sec. 780 ().

It'f{]h[.\ and Imfm’liux* of successor (sce, 780 (f) and (g)).
Eflect of refunds (see, 781 (b)),

Limilafion on post-war credil (sec. 781 (d)).

Taxable years to which applicable,

Teehnical aniendment to eredit for debl retirement.

In general (see. 788 (b)Y ().

Taxable pears lo whick epplicable,
Flection with respeet to prior tarable years,

‘
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Sec, 503,
Sec. 307.
See. 305,

See. 306,
Sec. 307

Sec. 308.

See. 809,
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See. 310.
Sec. 811,

See, 401,
Sce. 402,

See. 403.
Sec. 404.
Sec. 400.
Sec. 406.
Sec. 407.
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TirLe III—Excisg Taxks

Effective date of Title I11,

Increases in rales.

In general (chapter 94).

Effective date or period of cerlain increases.

Cabarel tax.

Billiard and pool tables and bowling alleys.

Telegraph, telephone, radio, and cable facilities.

Persons making fur articles from pells jurnished by customer
(see. 2401,

Sugp)mési(;n of manufacturers’ excise tax on luggage (see. 8406

a) (2)).

Exemption of billiard and pool tables in hospitals from taz.

In general (sec. 3268 (a)).

Iffective date.

Technical amendment of manufacturers’ excise tax on lires and
tnner tubes (sec. 8400).

Termination of cerlain governmenlal excise lax exemplions,

Taz-free sales under chapter 19 (see. 2406 (u)).

Tax on pistols and revolyers (sec. 2700 (b) (1)).

Tax on firearms, shells, and cartridges (sec. 3407).

Tax on electrical energy (sec. 3411 (c)).

Tax-free sales under chaprer, 29 (see. 3442).

Credifs and refunds of laxes imposed by chapler 29 (sce. 3443 (a)
(3) (A) ().

’I‘a(x on telegraph, lelephone, radio, and cable facilities (seec. 3466

a)). ~

Tax on transportation of persons (see. 3469 (f)).

Tax on transportation of property (sec. 8475 (b)).

Period with respect lo which applicable (sees. 2406 (a), 3411 (c),
and 3442 (3)). .

Relating lo arlicles enwmeraled in seclion 3404, '

Relating to amendment of section 3443 (a) (3) (A) ().

Relating to amendment of seclion 3466 with respect lo taxes imposed
by section 8465 (a) (1),

Relating 1o amendments of seetion 3469 () ().

I)rﬁni:ion of “date of the termination of hostilities in the present
war’,

Authorization of exempiions by Secretary of Treasury with respect
Ao articles or services purchased for the cxelusive use of the United
States. .

Floor stocks taxes.

Distilled spirits (sec. 2800).

Fermented mall Uquors (see. 3150).

Wines (sec. 3194).

Drawback on distilled spirits.

Distilled spirits exported (sec, 2887).

Distilled spirits used in manufacture of cerlain nonbeverage prod-
ucls (see. 3250 (1) (6)).

Distilled spirits with respect lo which applicable.

Time of eligibility for draw-back with respect to distilled spirils used
in manufacture of cerlain nonbeverage products (sec. 3260 () (1)).

Time for filing claim for draw-back wit]z respect to distilled spirits
used prior lo effective date of title 111 of Act,

Exemption of silver-pluted flatware from tazx on jewelry (sec. 2400),

Repcol of manufacturers’ excise lax on vacuum cleaners (sec,

3406 (a) (3)).
Tirng IV—Posrar, RATES

Effective dale of Title IV,

Iirst class mail.

Increase in rate for local delivery.

Increase in rale for air mail.

Increase in rate for fourth class mail.
Inerease in rale for money orders.

Increase in fees for registered mail,

Increase in fees for insured mail.

Receipts on registered mail and ingured mail,
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Sec. 408. Collect-on-delivery service.
(a) In general,
(" Effecting delivery wpon changed lerms,
(c) Demurrage on collecl-on-delivery parcels,
See, 400, Additional fee for delivery of regisiered, insured, and collect-on-
delivery malil to addressee only. =
See. 410, Termination of increases.
(a) I'n general,
(D) Definition of term “termination of hostilities in the present war",

Tiree V- Aliscernnaveous Istrare Tax axp Girr Tax AMENDMENTS, AND
Orer MISCRLLANEOUS AMENDMENTS AND Provisions

See, 001, Vialuation of unlisted stock and securities for estale lax purposes
(sce, 811 (K)).
Sec, 502, Certain discretionary trusts in connection with gift tax.
(a) Amendment of Internal Revenue Code (see. 1000).
h) Amendment of the Revenue Act of 1932,
(¢) Interest on overpayments,
Sec. 503. Use of commissicners in cases before The Tae Courl of the United
States (sec, 1114).
Sec. 60/, Retrouctivity of seven-year statwle of Limitalions relaling to bad
debis, :
See. 505, Futension of time in connection with release of powers of appoint-
mend.
Sec, 506, Nepeal of certain provisions of the Current Tax Payment Act of
1943 relating to increased income, )
(a) In general.
() Teehnical amendments.
() Effective dale.
See. H07. Importdion of standard newsprint.,
() In general,
by Iflective dale,
Sec. 508, FEremption from lax on playing cards exporled for use of armed
Jorces,
() In general (see. 15:0),
() Iflective dale,
See. 509, Retroactive cffect of scetion 169 of Nesenve Aet of 1942,
(a) In general,
) Cerlatn lransferees.
See, 610, Capital gains and losses under declared value excess profits lax.
() I general (sec. 602).
(h Tavable years to which applicable,
Sec. 611, Disclaimed legacies passing to  charities (secs. 812 (d) and
861 (a) (3)).
(a) Deduction in case of cilizens and resitdents (sec. 812 (d)).
(0 Deduction 1n case of nonresiden's not cilizens (sec. 861 (a) (3)).
(c) Estates with respect to which amendments applicable.
Sec. H12, Distributions by personal holding companies (sec. 116 (a)),
(@) In general (see. 115 (a)).
. (b) Effective dale.
See, 613, DPertod of imitations in case of relaled laxes under chaplers 1 and 2
(-‘)’(’(7. 3,8()7)‘
(a; In general (sec, 3807).
) Taxable years lo which applicable,
Tirne VI-—-Frperar UNEMrLoyMENT TAXES
Sec. 601, Credils against Federal unemployment taxes (sec. [601),
See, 602, Credit against Federal unemployment laxes for years 1936 lo 1943,
Tiree VII-—-Rexeqoriarion oF War Coxrracrs
Sec. 701, Renegoliation of war contracts.,
(a) Terms used,
(b) Amendment to section 403 of the Sixth Supplemental National
Defense Appropriation Act, 1942,
() Technical amendments (sec, 8806).
(d) Effective dale of amendments (o seclion 408 of the Sizth Supple-

mental National Defense Appropriation Act, 1942,
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Tirne VIII—REprICING OF WaR CoNTRACTS

Sec. 801, Repricing of war conlracts.
See. 802, Effective date,
Tirr.e 1 X—8SociAL Security TAXES
Sec. 901, Automatic increase in 1944 rale not to apply,
(a) Amendment to clauses (1) and (2) of section 1400 of Federal In-
surance Conlributions Acl,
b Amendment lo clauses (1) and (2) of section 1410 of Federal
Insurance Contributions Acl,
See. 902, Appropriations lo the trust fund.,

And the Senate agree to the same,

Amendment numbered 6:

That the House recede from its disagreement to the amendment of
}.hﬁ Senate numbered 6, and agree to the same with an amendment as

ollows:

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:

SEC. 102. ALTERNATIVE TAX ON INDIVIDUALS WITH GROSS IN-
COME FROM CERTAIN SOURCES OF LESS THAN $3,000.

(@) In QenxEran.—Section 400 (relating to optional taz) is amended
to read as follows:

“SEC. 400. IMPOSITION OF TAX.

“In liew of the tax imposed under sections 11, 12, and 460, an indi-
vidual who makes his return on the cash basis may elect, for each taxable
year, to gay the tax shown in the following table if his gross inceme jfor
such taxable year 18 less than $3,000 and consists wholly of one or more
of the following: Salary, wages, compensation for personal services, divi-
dends, interest, or annuilies:

““Single person (not head of family)

And the number of dependents is—
“Ifthe gross income |-
1 0 -1 2 , 3 4 5 [ 7 or more
But less ™ hall be—
At least than elaz shall be
80 0525 $0 #0 20 #0 20 # #0 )
526 ’ ’560 1 0 0 0 0 0 0 /]
660 575 6 0 0 0 0 0 0 0
676 600 10 0 0 0 0 0 9 0
00 695 14 ¢ 0 0 0 0 0 0
626 630 19 0 9 0 0 4] 0 0
G50 676 2 1 1 1 1 1 1 1
676 700 3 2 2 2 2 2 2 2
700 726 86 3 3 b} 3 3 8 9
786 750 40 b 3 3 3 3 3 3
760 76 45 4 4 2 g 4 4 s
7756 800 61 & b b [ 5
800 826 56 6 ¢ /) ¢ (4 ¢ ¢
826 860 01 6 ) 6 6 6 0 4]
840 875 66 7 7 7 7 7 7 7
875 900 71 8 8 8 8 8 8 8
£00 926 .7 10 9 9 9 8 9 8
825 50 82 15 9 9 9 9 ] 0
950 076 &7 21 10 10 10 10 10 i0
976 I.O()g h2 20 1 11 11 1 11 1
1,000 1,08 a7 31 12 12 12 18 12 12
1,026 1,050 103 36 12 12 1% 12 12 12
1,050 1,076 108 i 13 131 - 13 13 13 13
1,076 1,100 118 47 14 14 14 14 14 14
1,100 1,126 118 68 15 16 - 16 15 15 15
1,125 1,180 184 57 15 15 15 16 15 15
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“Singte person (not head of family)-—Continued

And the number of dependents 13-~
HIfEhe gross iHCOME | - - mmmrm oo e e e R - o e
" 0 1 ‘ 2 l b 4 4 [ {7 or mare
I Isut lees |
Atleast | U The tar shall bhe -
—— B, T
81, 150 21,175 (Y | jti 6 Ri6 ETL e
e 1o | 144 i | b 17 17 17! 7
IR 1,24 | 150 7 f I8 18 I8 18 | 18
1,22 1,250 | 141 N : I It 18 18 18
1,250 I 100 R : 14 o | 9 14 19
1,975 1,5t | 154 s i 20 2 2) 20 20
1,30 1,395 160 i i 21 21 o1 21 21
1,325 1,550 165 Y i B4 21 21 21 21
1,55 1,375 1700 10 | 22 22 20 22 22
1,375 1, 4K 170 1y I 25 23 23 23 23
140 1,42 181 1y o 24 24 2 24
1,425 1,450 186 121 24 24 24 24 2}
1, §30 1,475 1 124 2 25 25 25 25
1,475 1,35 147 130 1 28 24 24 26
1,500 1t 207 )5 2y ] 27 27 27 o7
1,525 1,559 Yy 111 £ 27 2y 27 21
1,450 1,625 212 147 ¥R 8 29 28 28
1,574 1,600 217 151 20 29 29 29 24
1, 64} 1,625 023 158 30 30 80 3an 30
1,695 1,650 228 161 30 30 30 54 30
1,650 [N 233 187 34 3 31 31 31
1,675 1, 1N 238 172 39 52 32 32 32
1,70 1,725 24 177 4 33 33 33 33
1,725 1,50 219 IN? 44 33 34 33 93
1.0460 1,75 54 187 54 34 3} 34 34
1,776 1,807 250 108 60 35 35 35 35
1,800 1,8% 23y 198 85 36 36 36 36
1,824 1,450 270 203 70 S 36 36 35
1,850 1, 8TH 04 208 5 bz 37 37 87
1,815 1.9%) a0 214 &1 a8 33 38 S8
1,489 {05 285 219 &6 ] 38 39 39
1,425 1,050 2o 22} ot an 39 39 39
1,93 195 200 220 s 40 40 A0 40
1,975 301 £31 n i i i 4
2,00 806 £30 o7 4@ 42 42 42
2,125 a1 245 12 {5 42 42 42
2,031 i 817 230 17 i 43 13 43
2,00 ; 3oz 255 12¢ 56 34 44 44
£, 100 ' 597 260 127 61 75 15 46
P, 184 ! 339 266 133 o 15 15 15
2, 100 337 2r1 1588 71 46 16 46
275 $13 276 133 77 47 47 7
2.0 548 281 148 &2 48 48 A8
2,923 L2 353 £8y 15} N7 48 48 48
2, 251 . 348 202 164 2 49 49 49
2,905 T a8 297 10y oy 50 A0 &0
2,50 2,00 368 a302 169 103 61 i 61
2,323 2,350 874 307 17, 108 gl 61 51
£,330 2,375 a3 313 180 113 62 a2 62
2,505 2, 44 884 S8 186 s 63 63 53
8, 4K ¥195 3 323 199 124 57 54 84
2,425 2, 150 394 g8 195 129 62 54 A4
2,450 2405 AN 883 £00 134 67 54 65
2,400 2, 500 405 330 o 139 o) Af of
2,500 2,523 410 344 211 144 78 &7 &7
2,49 @ 550 A6 844 a0n 150 83 67 67
2,550 2,675 421 S48 221 150 88 58 68
2,576 2,600 20 i) 227 169 a4 69 60
2,40 2,625 431 05 23 165 09 60 60
§,625 2, 650) 450 ST 237 170 104 (4] 60
2,640 2.675 442 §75 242 176 104 ol Gl
2,674 2,700 48 380 24 181 114 (4 {4
2,70 £,785 754 386 243 186 120 6. 63
£,725 e, 750 460 391 258 151 126 63 63
2,760 2,275 465 386 253 197 131 64 64
2,775 2,5 571 0] 208 202 135 6no 65
2, 8K 2,895 §? 404 273 @ 140 74 66
2,894 £, 850 483 $19 £279 212 146 79 66
2,850 2,825 489 MY 28 217 161 84 67
8,875 2, W) 495 428 289 284 “156 w 68
2.0 2,025 &1 427 294 208 161 95 09
2,083 2,450 &07 433 800 233 167 100 069
2,050 2,075 613 438 305 238 172 105 70
2,076 8, 000 510 443 310 243 17 110 71




“1f the gross income
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“Married person making separate return

And the number of dependents ls—

15—
0 1 2 b 4 b 0 7 or more
At least ! ;";{”’If” The tar shall be—

20 i 20 ) 30 0 ) 0 ) 0
630 75 5 1 1 1 ! 1 1 !
676 700 11 ) ? 2 ) ) ) )
200 725 1% 3 bi 3 b 3 3 3
795 20 21 3 3 3 s 3 ] $
750 75 24 3 y 1 3 '

775 800 32 6 I3 § 5 K : :
o0 825 37 ¢ G ¢ 6 ¢ 6 8
825 550 e ¢ f 6 6 6 G 6
850 576 17 7 7 7 7 7 7 7
875 o 62 8 8 8 8 8 8 8
900 025 58 8 9 9 9 9 9 9
024 950 68 9 9 9 ) 9 9 9
250 9276 68 10 10 10 10 10 10 10
975 1,000 78 1 1 1 1 1 1 1
1,000 1,025 78 12 12 12 12 12 12 12
1,025 1,06 Ry 17 12 12 12 12 12 12
1,050 1,075 89 20 18 13 13 18 13 is
1076 1100 94 o8 13 13 14 14 14 1
1100 1125 o 32 14 15 15 15 15 1
119 1160 105 58 15 15 15 15 16 15
1150 1,176 10 43 16 16 16 16 18 16
1173 1,200 115 8 17 7 17 1 17 17
1200 1,22 120 54 18 18 18 18 18 18
1\ 226 1,250 125 59 1% 18 18 18 18 18
1,250 1,275 131 61 19 19 19 19 i9 19
1275 1300 136 69 ) on 2) 20 20 20
1,300 1,32 I 23 21 21 21 21 21 Y]
1,395 1,350 136 0 21 2 21 2 2 2!
1,850 1375 151 85 22 22 20 22 28 7]
1,375 12400 137 I 24 23 23 23 3 23
1,400 1,125 162 95 29 2; 24 Y 24 Y
1,12 1,350 157 101 8 23 2 2 21 )
14650 1,475 172 108 39 2 25 25 25 2
15 1,400 178 " 15 2 | . 26 26 " Y]
1,500 1,525 137 116 50 o7 2 £ 7 7
I 6% 1,650 188 122 5 27 97 # 7 ”
1. 550 1,675 198 127 50 23 28 28 8 23
155 1,600 198 132 65 29 29 29 29 29
1.6m 1,625 204 137 71 ) 30 30 30 0
1425 11650 209 152 76 30 30 30 30 30
1,650 1675 214 148 31 3l 8 31 31 st
1475 1,700 219 133 8 32 32 82 82 3¢
IR0 1725 225 158 92 33 33 3 33 83
1785 1750 230 163 { 33 53 83 93 33
10| 1,775 235 148 102 35 2 34 34 24
1776 180 2 174 107 7 a5 35 35 %%
1,80 1,82 25 179 142 * 36 36 38 ]
1,825 1,860 21 184 118 61 6 3 35 36
1850 1875 256 189 123 & 57 7 Eid 87
1,876 1,900 201 195 128 g 8 38 38 238
1,800 1,92 266 200 138 a7 59 59 39 39
1,925 1950 271 205 138 72 39 39 29 Y]
1,950 1,875 277 210 144 77 40 40 0 40
nors | 2000 289 215 149 82 i i i i
LS00 | %02 287 221 134 a8 ie i it i
£.005 | 2050 299 226 159 93 2 12 is ]
2000| f075 298 231 165 98 8 i3 8 i
2075 | 2100 308 236 170 103 14 i 44 44
ain| 219 308 241 175 108 i6 4 i6 i
219 | 2150 318 247 180 113 Ir 6 i 45
2160 2176 318 252 185 119 ) 6 46 6
216|290 30 257 191 124 58 e i b4
2%00]| 21% 329 22 196 129 63 8 8 8
2,205 | 8950 83; 23 201 136 68 js 8 8
2250 | 297 33 273 206 140 78 9 19 i
2,275 2,500 844 278 o1 146 78 50 50 0
2900 | 23% 850 289 217 160 84 5l 51 51
2 325 2,850 855 288 229 165 89 6l ] 51
2950 | 287 60 291 287 151 24 52 52 52
2875 | 2,400 365 209 232 166 . 09 &3 58 53
2400 | 2,426 371 504 218 171 105 64 64 64
2195 2,430 876 309 248 176 110 5 o 54
vis0 | 24w 381 313 218 181 115 ] 5 73
2ama | 2 50 520 58 187 120 8 56 68
2500 | 258 391 326 258 192 125 59 57 57
2625 | ¥ o0 597 330 2064 197 181 64 57 57
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“Married person making separate refurn-—-Continued

And the number of dependents (s~

“lfthe gross {ncome B
s g ! 2 3 4 5 [ 7 or more
At least ”;;,I,,l,:'" The tar shall be-—

22,500 | #8575 | $ine 2385 $200 2202 36 0o 258 258
2,575 2,607 Lu7 h ) 274 208 14 75 49 39
2,600 2625 412 3in 224 218 14 0 60 (in
8,125 2,650 317 351 28 218 151 85 | 60 60
2,650 2,675 493 356 24 223 157 -~ 00 ) ol
P65 £.700 428 341 204 228 162 96 (14 g
2.0 2,725 433 67 300 234 iy 101 (151 [ib
2,785 2,150 438 372 304 289 172 106 63 63
2,740 2,776 444 s§r 3t 244 178 11 6 64
2,775 2, 80 340 387 31 219 183 16 65 65
2.8 2, 505 435 357 321 254 188 12t I I
825 2, 850 401 343 326 20 193 127 o 0)
2, 850 g.N75 67 J08 331 265 198 152 67 v
2875 2, K 473 403 &97 £r0 204 137 71 68
2,10 2,0 4740 408 548 275 209 148 76 69
£ 975 2,950 485 i1 347 281 214 148 81 69
2,950 0 8015 4010 | 414 360 2851 219 153 86 70
Las i SoM 497 424 357 291 284 158 1 71

“(1y Married person whose spouse has no gross income or (2) married person making
Joint return or (3) head of Jamily

And the mumnher of dependents is—

“1f the tross income i - ! |
l 0 1 ' 2 3 4 & or more
l i
At least : Bul less than I The tar shall be—

80 2650 i 20 80 I 20 2] &0 $0
650 623 1 1 1 ! 1 1
675 700 b4 2 2 1 ? 2 2
1¥) 785 3 3 b 3 3 b
725 740 3 3 3 3 3 S
760 74 i 4 4 4 4 4
775 &0 b il ] a b 13
&40 823 6 ¢ 6! 6 6 6
8§25 8350 6 6 6| 6 6 6
850 §ta 7 7 7 7 7 7
575 HK) A 8 iy 8 8 8
Hon §25 1] 9 9 9 9 9
H25 950 2 a9 1 K] 9 9
050 025 10 10 10 10 10 10
ni 1,000 11l 1 ) 11 11 11

1,000 1,025 12 12 12 12 12 12
1,005 1,030 12 12 12 12 12 12
1,050 1,075 13 13 13 13 13 13
1,075 1, 100 14 1] 1 14 14 14
i1 1,125 15 16 13 16 15 156
1,185 1,150 16 15 15 15 15 16
i, 150 1,179 16 16 16 18 16 18
1,175 1, 2(0) 17 17 7 17 17 17
1, £00 1,225 18 18 18 18 18 18
1,225 1, 250 18 18 18 18 18 138
1, 250 1,275 19 19 19 19 19 19
1,276 1, 301 £2 20 2 20 20 20
1,800 1,585 27 21 21 21 21 21
1,385 1,850 32 21 21 2l 21 21
1,350 1,814 37 &2 £2 22 22 22
1,875 1, 400 13 " e38 23 23 23 23
1,400 1,425 48 24 24 24 £} - 24
1,495 1,450 63 £4 24 24 24 24
1. 480 1,475 58 25 24 25 25 o5
1,475 1,500 G 26 20 L6 26 28
1,600 1,62 .« 69 27 27 27 24 27
1,624 1,550 74 27 27 27 E44 2
1,650 1,676 79 28 £8 25 28 28
1,574 1,600 % £29 20 £ 29 20
1,600 1,685 8n 30 30 30 30
1,626 1,650 95 80 30 30 380 b

1,660 1,676 100 34 31 31 31 31
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“(1) Married person whose spouse has no gross income or (2) married person making
joint return or (3) head of family—Continued

And the number of dependents is—
“JJ the gross Income is— — - -
0 { 2 s 4 & or more
Atleast |Bullesstham The tat shall be-—~

81,675 $1,700 105 $39 $32 #32 #32 $32
{, 700 1,725 111 44 33 33 33 33
1,725 1,750 16 'y 33 33 33 33
1,750 1,175 181 b 34 34 34 34
1,775 1,8 126 6 35 85 SH 85
1,80 1,825 131 65 33 Sh St 36
1,808 1,850 187 70 86 36 35 bii)
1,850 1,875 142 76 37 37 37 37
1,875 1,800 147 81 38 38 88 33
1,90 1,925 158 86 39 39 389 39
1,985 1,950 157 91 39 39 39 39
1,850 1,875 168 K 40 40 40 40
1,915 2,000 168 104 41 41 it 41
2,000 2,095 173 107 42 42 48 42
2,085 2,050 178 112 45 42 48 48
2,050 2,076 184 17 61 43 43 43
2,075 2,100 189 122 66 14 44 A4
2,100 2,125 184 137 Gl 45 45 43
£, 125 2,150 199 133 i 15 45 15
2,150 2,175 204 188 71 46 0 46
2,175 2,200 210 143 77 47 17 47
2,200 2,825 215 148 82 48 48 48
2, 825 2,250 2L0 154 87 48 48 48
, 250 2,215 225 159 92 49 49 9
2,275 2,800 230 164 9 60 60 0
2,300 2,885 236 169 103 61 5l 61
2,82 2,850 241 17 108 51 61 61
2,360 2,876 246 1$ 118 62 62 62
£,375 2,400 251 186 118 63 63 63
2,400 2, 485 257 190 124 67 64 64
2,485 £. 450 262 195 129 62 64 64
2, 450 2,476 267 200 134 67 66 66
5,476 2,600 208 206 139 73 &6 66
2,600 2,625 2 211 144 78 67 67
2,69 2,650 283 218 160 83 114 87
8,660 8,676 258 221 156 88 58 68
2,675 2,600 293 207 160 94 69 69
2,600 2,625 298 232 166 99 60 60
2,685 2,650 303 257 170 104 60 60
2,660 2,675 309 242 176 109 61 61
2,676 2,700 814 247 181 114 62 62
2,700 2,7% 318 258 186 120 68 63
2,725 2,750 324 268 191 185 83 63
2,760 2,775 380 263 197 130 64 64
£,776 £, 800 335 268 £02 136 69 66
2,800 2,825 840 2078 207 140 74 66
8, 885 2,850 346 279 219 148 79 68
2, 850 2,875 360 284 217 151 84 14
2,876 2,900 356 289 288 166 90 68
£, 801 2,985 361 294 223 161 96 69
2,985 £, 060 366 300 233 167 100 69
2,950 2,076 bidl 305 238 172 105 70
£,9715 | 8, 000 3876 810 243 177 110 7

“Joint returns.—If a joint return of husband and wife {s filed, the amonnt of tax shown in the above tadle shald
be reduced by 8 per cenium of the smaller fncome of the two spouses, but not by more than $19.”

(b) Tecunrcan AsmEeNDMENT.—Section 404 (relating to certain tax-
payers ineligible to compute tax wnder alternative method) is amended.
by inserting after “nonresident alien individual,”’ the following: ‘“to a
citizen of the United States entitled to the benefits of section 261,”,

And the Senate agree to the same,
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Amendment numbered 8:

That the House recede from its disagreement to the amendment of
the Senate nnmbered 8, and agree to the same with an amendment
as follows: '

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:

SEC, 103. DETERMINATION OF STATUS FOR PURPOSES OF PER-
SONAL EXEMPTION AND CREDIT FOR DEPENDENTS.

-

Section 25 (b) (relating to credils for both normal tar and surtaz) ts
amended by striking owt paragraph (3) and inserting vn Lew thereof the
Jollowing:

“(3)  Determinetion of Status.—For the purpose of deter-
mining the amourd of the personal caemption and credit for de-
pendents, the status of the tarpayer shall be determined as of July 1
of the turable year, unless the tarable year does not include July 1, 1n
which case such status shall be determined as of the last day of the
tarable year.”

SEC. 104, REDUCTION OF CREDITS IN CASE OF SHORT YEAR
LIMITED TO JEOPARDY.

Section 47 (¢) (relating to reduction of personal exemption and credit
Jor dependents in case of shorl taxable year) is amended by striking out ¢,
cxcept a relurn made under subsection (a), on account of a change wn the
accounling period” and inserting in liew thereof “under section 146 (a)
(1)”.

And the Senate agree to the same,

Anmendment numbered 9:

That the House recede from its disagreement to the amendment of
the Senate numbered 9, and agree to the same with an amendment as
follows: -

Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:

SEC. 105. RETURNS OF INCOME.

() INpIvIDUAL B ETURNS ~—Section 51 (relating to individual returns)
18 amended by inserting at the end thereof the following:

“(f) Determination of Status---For the purposes of this section and
section 142 (a), the determination of whether an indwidual 1s married
and living with husband or wife shall be made as of July 1 of the taxable
year, unless the taxable year does not inelude July 1, in which case such
determination shall be made as of the last day of the taxable year.”’

(b) Joryt Bervexs.—Section 61 (b) (velating to joint returns) s
amended by Inserting before the period at the end thereof “or if husband
and wife have different taxable years”.

And the Senate agree to the same,

Amendment numbered 10:

That the Tlouse recede from its disagreement to the amendment of
the Senate numibered 10, and agree to the same with amendments as
follows: ‘

On page 8, line 10, of the Senate engrossed amendments, strike out
“Ske. 1027 and insert Sec. 1006,

On page 24, line 21, of the House bill strike out “and 15" and insert,
15, and 450; and the Senate agree to the same,
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Amendment numbered 11: _» .
That the House recede from its disagreement to the amendment of
the Senate numbered 11, and agree to the same with an amendment

as follows:
In licu of the matter proposed to be inserted by the Senate amend-

ment insert 107; and the Senate agree to the same.

Amendment numbered 12:

That the House recede from its disagreement to the amendment of
the Senate numbered 12, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend
ment insert 108; and the Senate agree to the same,

Amendment numbered 13:

That the House recede from its disagreement to the amendment of
the Senate numbered 13, and agree to tho same with an amendment
as follows:

On page 9, line 4, of the Senate engrossed amendments, strike out
“105” and msu‘b 109 and the Senate agree to the same.

Amendment numbered 14: )

That the House recede from its disagreement to the amendment of
the Senate numbered 14, and agree to the same with an amendment
as follows:

On page 9, line 14, of the Senate engrossed amendments, strike out
“106” and insert 110; and the Senate agree to the same,

Amendment numbered 15 ,

That the House recede from its disagreement to the amendment of
the Senate numbered 15, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert 117; and the Senate agree to Lhe same,

Amendment numbered 16:

That the House recede from its disagreement to the amendment of
the Senate numbered 16, and agree to “the same with amendments as
follows:

On page 11, line 20, of the Senate engrossed amendments, strike
out “108” and inscrt 113;

On page 12, line 4, of the Senate engrossed amendments, after
“year”, insert 8 comm‘» and the Senate agree to- the same,

Amendment numbered 17;

That the House recede from its disagreement to the amendment of
the Senate numbered 17, and agree to the same with amendments
_as follows:

On page 12 of the Senate engrossed amendmcntq, in line 9, strike
out 109" and insert 114, and in line 14, strike out “‘end to” and
insert end of; and the Senate agree to tlu, same,

Amendment numbered 18:

That the House recede from its disagreement to the amendment of
the Senate numbered 18, 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 116; and the Senate agree to the same.
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Amendment numbered 19:

That the House recede from its disagreement to the amendment of
the Senante numbered 19, and agree to the same with amendments as
follows: '

On page 13 of the Senate engrossed amendments, in line 2, strike
out “I11" and insert 116, and in line 25, strike out “(9)” and insert
(10), or so much of scetion 112 (d) or (¢) as relates to section 112 (b) (10),;

On page 28, line 1, of the House bill, strike out “112" and insert 117,
and the Senate agree to the same,

Amendment numbered 27:

That the House recede from its disagreement to the amendment of
the Senate numbered 27, and agree to the same with an amendment

~as follows:

On page 15, line 9, of the Senate engrossed amendments, after
“exempt”, insert solely; and the Senate agree to the sume.

Amendment. numbered 29;

That the House recede from its disagreement. to the amendment
of the Senate numbered 29, and agree to the snme with an amend-
ment as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 118, PENALTIES IN CONNECTION WITH ESTIMATED TAX.

(@) Iy Gexeran-—Section 294 (relating to additions to the tax) 1s
amended by striling our paragraphs (3), (4), and (8) of subsection (a)
and inserting at the end thercof ‘i following:

“Ud) Fsrimaren Tax.--

“(1) FarLork 10 FILE DECLARATION OR PAY INSTALLMENT OF
ESTIMATED TAX,~
A Failure to File Declaration.—In the case of a failure
to make and file a declaration of estimated tux within the time
preserihed, unless such fuilure 1s shown to the satisfaction of
the Commissioner to be due to reasonable cause and not to
willful negleet, there shall be added 1o the tax &5 per centum of
cach installment due but unpaid, and in addition, with respect
to cach such installment due but unpaid, 1 per centum of the
unpaid amount thereof for each month (except the first) or
fraction thereof during which such amount remains unpaid.
In no event shall the aggregale addition to the tax under this
subparagraph with respect to any installment due but unpaid,
exceed 10 per centum of the unpaid portion of such installment.
For the purposes of this subparagraph cach installment shall
be comi(}m'r(l to be an amount equal to the amount that would
have been due and payable if ¢ declaration showing an estimated
tax in the amount of the correct tax had been timely filed, and
one such installment shall be considered due on the fifteenth
day of the last month of that quarter of the taxable year in which
the declaration is required to be filed, and another such install-
ment shall be considered due on the fifteenth day of the last
month of each succeeding quarter of the taxable year.
“(B) Failure to Fay I[nstallments of Istimated Tax De-
clared.—Where a declaration of estimated tax has been made
and filed within the time prescribed, or where a declaration of
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estimated tax has been made and filed after the time prescribed
and the Commissioner has found that failure to make and
Jile such declaration within the time prescribed was due to
reasonable cause and not to willful neglect, in the case of a
Jailure to pay an installment of the estimated tax within the
time prescribed, unless such failure is shown to the satisfaction
of the Commissioner to be due to reasonable cause and not to
willful neglect, there shall be added to the tax & per centum of
the unpaid amount of such installment, and 1n addition 1 per
centum of such unpaid amount for each month (except the first)
or fraction thereof during which such amount remains unpaid.
In no event shall the aggregate addition to the tax under this
subparagraph with respect to any installment due but unpaid,
exceed 10 per centum of the unpaid portion of such installment.
“(2) SUBSTANTIAL UNDERESTIMATE OF ESTIMATED TAX.—1f 80
per centum of the tax (determined without regard to the credits under
sections 32, 30, and 466 (e)), in the case of individuals other than
farmers exercising an election under section 60 (a), or 66% per
centum of such tax so determined in the case of such farmers, exceeds
the estimated tax (increased by such credits), there shall be added
to the taxz an amount equal to such excess, or equal to 6 per centum
of the amount by which such tar so determined exceeds the estimated
tax so 1ncreased, whichever 1s the lesser. This paragraph shall not
apply to the taxable year in which falls the death of the taxpayer,
nor, under regulations prescribed by the Commissioner with the
approval of the Secretary, shall it apply to the taxable year in which
the taxpayer makes a timely payment of estimated tax within or
before each quarter (excluding, in case the taxable year begins in
1948, any quarter beginning prior to July 1, 1943) of such year
(or in the case of farmers exercising an election under section 6O
(@), within the last quarter) in an amount at least as great as though
computed (under such regulations) on the basis of the taxpayer's
status with respect to the personal exemption and credit for depend-
ents on the date of the filing of the declaration for such taxable year
(or in the case of any such farmer, or in case the fiftzenth day of the
third month of the tazable year occurs after July 1, on July 1 of the
taxable year) but othérwise on the basis of the facts shown on his
return for the preceding taxable year.”

(b) Trcunicar, AMenDMENT.—Section 60 (b) (relating to the appli-
cation of déclarations of estimated tax to short tazable years) is amended
by stchIi)ng out “294 (a) (3), (4), and (6)” and inserting in liev thereof
41294 / J).

(¢) TaxaBrLe YEArRs To WHicH ArpLicABLE—The amendments
made by this section shall be applicable with respect to taxable years be-
ginning after December 31, 1942.

And the Senate agree to the same.

Amendment numbered 30:

That the House recede from its disagreement to the amendment of
the Senate numbered 30, and agree to the same with an amendment

as follpws: . . ‘
Strike out the matter proposed to be stricken out by the Senate
amendment and insert the following:
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SEC, 119. BACK PAY ATTRIBUTABLE TO PRIOR YEARS.

(@) I8 (exeean, - Section 107 (relating to compensation for cerlain
services rendered) Is amendcd by tnserting at the end thereof tee following
new subsection:

“(dy Bacw PPay.

Iy Iy cexeraL--—~1f the wmount of the baek pay received op
acerucd by an individual during the taaeble year cocceds 15 per
centum of the gross tncome of the indicidual for sueh year, the part

“ofthe taw altr ibutable to the inehusion of sueh back pay in gross income
Jor the tacable year shall not be greater than the aggreguate of the
anercases v the tawes whel wounld have resulted from the inelusion
of the respeetive portions of such bucl pay in gross income for the
tarable years to which sueh portions are respeetively attributable,
as determined wnder regulations  preseribed by the Commissioner
with the approval of the Seerctary.

“2Y Derixirioy or pack pay.e- For the purposes of this sub-
scetion, ‘buck pay’ means () remuneration, including wages,
-'\(l/(ll‘t(\' retircment pay, and other simedar <mup(*u.\u,1mu )l’/IZ(ll s
received or acerwed during the ta, rable year by an enployee for services
performed priov to the terable year for his (nz}i[m/(r and which would
have been paid prior to the tarable year eceept for the intervention of
one of the following events: (i) bankruptey or receivership of the
employer; (u ) dispule as (o the Lability of the em ployer to pay such
remuneralion, which is delerimined uf{m the commencement of court
procecdings; (m ) Al the employer 4s the United hl(ﬂr's' a State, «
Territory, or any political x'ub(/n:.smn thereof, +the' District of
Columblia, or any ageney or instrwmentality of ¢ m/ of the _}‘m(gmn(/,
lack of [umls' appropriated to pay such rencuneration; or (i) any
other coent determined to be simiilar in nalwre wunder regulations
preseribed by the Comndssioner with the approval of the Secretary;
and (1) wages or salaries which are recetved or acerued during the
teaable year by an cmployee for services performed prior to the
tarable year for his employer and awhich constitute retroactive wage
or salary inercases ordered, recommended, or approved by any
Federal or Slate ageney, and mede retroaetive to any period prior
(o the taxable year; and (C) payments which are rec etved or accrued
during the tasable year as the resull of an alleged violation by an
cmpluw of any State or Federal law relating to labor standards
or practices, and which are determined under requlations preseribed
by the Commissioner with the approcal of the Seeretary to be aftribut-
able to a prior tareble year.  Amounts not includible in gross
ineome un(;w' this chapter shall not constitute “back pay’.”’

(b) Trenxicarn Asexpyexr—The title of section 107 1s amended
by adding af the end thereof the jollowing: “AND BACK PAY”,

(¢) Taxanre Years ro Wnren Arevicapne-—The amendments
made by this seetion shall be « ffeetive with respect to tarable years beginning
after December 81, 1940,

And the Senate agree to the same,

Amendment numbered 31:

That the House recede from its disagreement to the amendment,
“of the Senate numbered 31, and agree to the same with an amend-
ment as follows:

On page 19, line 7 7, of the Senate engrossed amendments, strike,
out “114” und insert 12 20; and the Senate agree to the same.
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Amenduient numbered 32

That the House recede from its disagreement to the amendment
of ‘the Senate numbered 32, and agree to the same with an amend-
‘ntent as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 121. REORGANIZATION OF CERTAIN INSOLVENT CORPORA-
TIONS.

(@) Noxrrcoanrriox or (Ga1y or Loss oy CERTAIN REORGANIZA-
rrons.—Seetion 112 () (relating to recognition of gain or loss upon
certain exchanges) 1s amended by inserting at the end thereof the follounng:

“(10) (GAIN OR LOSS NOT RECOGNIZED ON REORGANIZATION OF
CORPORATIONS IN CERTAIN RECEIVERSHIP AND BANKRUPTCY
rrocEkDINGS.—No gain or loss shall be recognized if property of @
corporation (other than a railroad corporation, as defined in scction
77m of the National Bankruptcy Act, as amended) 1s transferred,
in a taxable year of such corporation beginning after December 31,
1933, in pursuance of an order of the court having jurisdiction of
such corporation—

“(A) 1n a recetvership, foreclosure, or similar proceeding, or-

“(B) wn a proceeding under section 77 B or Chapter X of the
Natronal Bankruptey Act, as amended,

to another corporation organized or made use of to effectuate a plan
of reorganization approved by the court in such proceeding, in
exchange solely for stock or securities in such other corporation.”

(0) Recoanirioy oF Gain or Loss or Securiry Honpers v Con-
yecrion Wirn Cerrain Corrorark RroreanNizaTions.—Section 112
(relating to recognition of gain or loss) s amended by inserting at the end
thereot the following:

“() Kxcuwavors By Securiry Hownprrs v Connecrron Wirn
CrrrAIN CORPORATE REORGANIZATIONS.—

“(1Y_Gexgran rune—No gain or-loss shall be recognized upon
an exchange consisting of the relinquishment or extingwishment of
stock or securities in a corporation the plan of reorganization of
which 18 approved by the court in a proceeding described in subsec-
tion (b) (10), in consideration of the acquisition solely of -stock or
securities in a corporation organized or made use of to effectuate
such plan of reorganization. '

“(2) I'XCHANGE OCCURRING IN TAXABLE YEARS BEGINNING
PRIOR TO JANUARY 1, 1943.—If the exchange occurred in a taxable
year of the person acquiring such stock or securities beginning prior
to January 1, 1943, then,+nder_regulations prescribed by the Com-
missioner with the approval of the Secretary, gain or loss shall be
recognized or not recognized—

“(A) to the extent that it was recognized or not recognized in
the final determination of the tax of such dperson for such taxable
year, if such tax was finally determined prior to the ninetieth
day after the date of the enactment of the Revenue Act of 1943; or

Y(B) in cases to which subparagraph (A) is not applicable,
to the extent that it would be recognized or not recognized under
the latest treatment of such exchange by such person prior to
December 16, 1943, in connection with his tax hability for such.
taxable year.”

-94992—44——2




18 REVENUE ACT OF 1943

(¢) Basrs. ~Section 113 (a) (relating lo basis of property) 1s
amended

(1) by inserting after “112 (b) to (¢), inclusive,” in paragraph (6)
the following: “or \u{iun 112 (),

(2) by inserting after * property permitted by seetion 112 (b)" i
puluqmph (@) the following: “or seetion 112 (1)"'; and

(3) by inserting after 11(1/(1(/1(1/)/: (21) the follomeing:

22 PropERTY ACQUIRED ON REORGANIZATION OF CERTAIN
CORPORATIONS - —1f the pro pvrly was acquared by a corporation upon
atransfer to which section 112 (b) (10), or so much of section 112 (d)
or (¢) as relates (o w((mn 112 (1)) (I()), s applicable, then, notwith-
standing the procisions of seetion 270 aof the 1\(l(zmm[ ]hmluuym y
Aet, as amended, the basis in the /mm/.\ of the acquiring corporation
shall be the same as it would be in the hands of the corporation whose
properly was so acquired, inereased in the amount of gain recog-
nized lo the corporation whose proparly was so (uqzmm[ wnder the
law applicable to the year wn which the aequisition oceurred, and
such basis shall not be adjusted wunder subseetion (b) (3) by reason of
a discharge of indebtedness puzsuun/ to the plan of reorganization
wnder which such transfer was nuul(

() Treusicar, AMENDMENTS.

(1) Section 112 (c) (mluluzq to gain from exchanges not solely 1n
kind) is (IIII(’I((/('([ by inserting u[m‘ “)y (1), @), (3), or (5)", the
Sollowsing: “, or within the provisions of .subwdwn 0),”, and by
wnserting after “1)(/1(1(//(11)/1” the 'ul/m/?nq “or by subsec {'um .

(2) Seciion 112 (d) (relating to gain of corporation) is amended
by wnserting after “ subsection (b)Y (4)" the following: “or (10)".

(8) Section 112 (e) (relating to loss from exchanges not solely in
kind) 1is amended by LIIS(’IIHIJ after “‘subsection (b) (1) to (5),
inelusive,” the following: “or (10), or within the provisions of
subwlrium Wh,"”.

(4) So much of scction 112 (g) (defining “reorganization’) as
precedes paragraph (1) is amended to read as [ollows"

“() Derivirioy or Reoraanizarioy.—As used in this section
(other than subsection (b) (10) and subsection (I)} and in section 113
(other than subsection (a) (22))—"".

(3) Section 112 (k) (zrlatm(/ to assump(wn of lability) is
amended by striking out “subsection () (4) or (5)" whererer a ppear-
ing therein and inserting in licw thereof the follounng: “‘subsection

() (4), (8), or (10)".

(6) Section 718 (a) (6) (A) 1s amended_by striking out “112
(b) (3), (4), or (6), or so much of scetion 112 (c), (d), or (¢) as
refers lo section 112 (b) (3), 4), or (5)” and inserting in liew
thereof “112 (b) (8), (4), (5), or (10), or so much of section 112
(), (d), or (¢) as I(’f(’l&' to section 112 (b) (3), (4), (5), or (10)".

(e) Ikrrrcrive Dare—Provisions having the effect of the amend-
ments made by subsection (a), subsection (¢) (3), and subsection (d) (2),
3), (4), (), and (6), shall be deemed to be included in the revenue laws
respmtnml TR pplu'ablc to taxable years beginning after December 31, 1933,
but shall not aftect any taz Imbﬂm/ Jor any taxable year beginning p; ior to
January 1, 1943.  Provisions having the eftect of the amendments made
by subsection (b), subsection (c) [y antt (2), and subsection (d) (1), shall
be decmed to be included in the revenue laws respectively applicable to
taxable years beginning after December 31, 1931.

And the Senate agree to the same,
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Amendment numbered 34:

That the House recede from its disagreement to the amendment of
the Senate numbered 34, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 122, REORGANIZATION BY ADJUSTMENT OF CAPITAL
STRUCTURE PRIOR TO SEPTEMBER 22, 1938.

(@) INn GexERAL—Section 118 (b) (relating to adjustments to the
basis of property) is amended by inserting at the end thereof the following:

“(4) ADJUSTMENT OF CAPITAL STRUCTURE-PRIOR TO SEPTEMBER
22, 1938.— Where a plan of reorganization of a corporation, approved
by the court in a proceeding under section 778 of tie National Bank-
ruptey Act, as amended, 1s consummated by adjustment of the capital
or debt structure of such corporation without the transfer of its assets
to another corporation, and a final judgment or decree in such pro-
ceeding has been entered prior to September 22, 1938, then the pro-
visions of section 270 of the National Bankruptcy Act, as amended,
shall not apply in respect of the property of such corporation, For
the purposes of this paragraph the term ‘reorganization’ shall not be
limited by the definition of such term in section 112 (g).”

(0) TaxaBLre YEaRs To Wnicn AppLIcARLE—A provision having
the effect of the amendment made by subsection (a) shall be deemed to be
included vn the revenue laws respectively applicable to taxable years
beginning after December 31, 1936, v

And the Senate agree to the same.

Amendment numbered 35:

That the House recede from its disagreement to the amendment of
the Senate numbered 35, 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. 123. GAIN FROM SALE OR EXCHANGE OF PROPERTY PUR-
SUANT TO ORDERS OF FEDERAL COMMUNICATIONS
COMMISSION. ,

(@) IN GrNERAL~—Section 112 18 amended by adding at the end
thereof a new subsection as follows: ‘ :

“(m) @ain Froy SaLe or IixcHANGE T0 EFrEcTUuATE PoLICIES OF
FepEraL Comymunicarions ComyissioN —If the sale or exchange of
property (including stock in a corporation) s certified by the Federal
Commaunications Commission to be necessary or appropriate to egfectuate
the policies of the Commission with respect to the ownership and control
of radio ‘broadcasting stations, such sale or exchange shall, if the taxzpayer
S0 elects, be treated as an involuntary conversion of such property within
the meaning of subsection (f) of this section. For the purposes of sub-
section (f) of this section as made applicable by the promsions of this
cubsection, stock of a corporation operating a radio broadcasting stution
whether or not representing control of such corporation, shall be treated
as property similar or related in service or use to the property so converted.
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The part of the gain, if any, upon such sale or exchange to which sub-
section (f) of this section is not applicd shall nevertheless not be recog-
nwized, if the tarpayer so elects, to the extent that it is applied (o reduce the
basis for deiermining guin or loss wpon sale or exchange of property, of a
character subjeet to the allowance for depreciation under seetion 23 (1),
remaining in the hands af the tarpayer immediately after the sale or
exchange, or acquived in the same tarable year.  The manner and amount
of such reduction shall be determiined wnder requlations preseribed by the
Commissioner with the approral of the Secretary,  Any election made by
the tarpayer under this subsection shall be made by a statement to that
effect in his return for the tarable year in which the sale or erchange takes
place (or, with respect to tarable years heginning before Januwary 1, 1944,
by a statement to that cffeet filed within sie months ajter the date of the:
endactment of the Revenve Act of 1943 in such manner and form as may
be prescribed by regulations preseribed by the Commissioner with the
approval of the Secretary) and such election shall be binding for the taxable:
year and all subsequent tarable years,”

by TaxanLe {’/«:A rs~ro Wuien Aevevicanrne.- The amendments
made by this section shall bé applicable with respect to taxable years begin--
ning after December 31, 192,

And the Senate agree to the same,

Amendment numbered 306:

That the House recede from its disagreement to the amendment of
the Senate numbered 36, and agree to the same with an amendment.
as follows:

In licu of the matter proposed to he inserted by the Senate amend--
ment insert. 127 and the Senate agree to the same,

Amendment numbered 37:

That the House recede from its disagreement to the amendment of
the Senate numbered 37, 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 TALC, BARITE, ; and the Senate agree to the samne,

Amendment numbered 40:;

That the House vecede from its disngreement to the amendinent of:
the Senate numbered 40, and agree to the same with an amendment
a8 follows:

In licu of the matter proposed to be inserted by the Senate amend-~
ment insert the following:

(A) In General.
And the Senate agree to the same,

Amendment numbered 47:

That the House recede from its disagreement to the amendment of
the Senate numbered 47, and agree to the same with an amendment as.
folows:

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:
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() Derixirion or Gross INcome From tne Prorrrry.—Section
115 (b) (4) s amended by adding at the end thereof the following: . ~
“(B) Definition cf Gross Income From Property.—As used
in this paragraph the term ‘gross income from the property’
means the gross income from mining., The term ‘mining’, as
used herein, shall be considered to include not merely the extrac-
tion of the ores or minerals from the ground but also the ordinary
treatment processes normally applied by mine owners or operators
in arder to obtain the conunercially marketable mineral product
or products. The term ‘ordinary treatment processes’, as used
herein, shall include the following: (i) In the case of coal—
cleaning, breaking, sizing, and Iﬁmding for shipment; (it)-in
the case of sulfur-—pumping to vats, cooling, breaking, and
loading for shipment; (iir) in the case of iron ore, bauxite, ball
and sagger clay, rock asphalt, and minerals which are cus-
tomarily sold in the form of a crude mineral product-—sorting,
concentrating, and sintering to bring to shipping grade and form,
- -and loading for shipment; and (1) in the case of lead, zine,
copper, gold, silver, or fluorspar ores, pctash, and ores which
are not customarity sold in the form of the crude mineral
product-—crushing, grinding, and beneficiation by concentration
(gravity, flotation, amalgamation, electrostatic, or magnetic),
.cyanidation, leaching, crystallization, precipitation (but not
including as an ordinary treatment process electrolytic deposi-
tion, roasting, thermal or electric smelting, or refining), or by
substantially equivalent processes or comdbination of processes
used in the separation or extraction of the product or products
from the ore, ineluding the furnacing of quicksilver ores, The
principles of this subparagraph shall also be applicable in
determinsng gross income atiributable to mining for the purposes

of sections 781 and 736.”

And the Scenate agree to the same,

Amendment numbered 49:

That the House recede from its disagreement to the amendment of
it'hl(f Senate numbered 49, and agree to the same with an amendment as

ollows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert, A provision having the effect of the amendment made by sub-
section (c) shall be deemed to be included vn the revenue laws respectively
applicable to taxable years beginning after December 31, 1931.; and the

Senate agree to the same,
Amendment numbered 53:

That the House recede from its disagreement to the amendment of
the Senate numbered 53, and agree to the same with an amendment
as follows:

On page 34, line 12, of the Senate engrossed amendments, strike
out “118” and insert 126; and the Senate agree to the same,

Amendment numbered 65:

That the House vecede from its disagreement to the amendment of
the Senate numbered 55, and agree to the same with an amendment
as Tollows: - ‘ :

On page 36, linc 11, of the Senate engrossed amendments, strike out,
%120’ and insert 126; and the Senate agree to the same,
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Amendment numbered 57:

That the House recede from its disagreement to the amendment of
the Senate numbeled 57, and agree to the same with amendments as
follows: :

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: ‘ :

SEC. 127. GAIN OR LOSS UPON THE CUTTING OF TIMBER.

(@) In GrNERAL--Section 117 (relating to capital gains and losses)
18 amended by inserting at the end thereof the following new subsection:
YUY dary or Loss Urox ik Cerrig or TiMBER, -

“(1y If the taxpayer so eleets upon his return for a tazable year,
the cutting of timber (for sale”or for use in the tuxpayer’s trade or
business) during such year by the tarpayer who owns, or has a con-
tract right to cut, such timber (providing he has owned such timber
or has held such contract right for a period of more than six months
prior to the beginning of such year) shall be considered as a sale or
cxchange of such timber cut during such year,  In case such election
has been made, gain or loss to the taxpayer shall be recognized in an
amount equal to the difference between the adjusted basts for deple-
tion of such timber in the hands of the tarpayer and the fair market
value of such timber.  Such farr market value shall be the furr
market value as of the first day of the taaable year in which such
timber is eut, and shall thereafter "be considered as the cost of such
cut timber to the tarpayer for all purposes for which such cost is a
necessary factor,  If a taxpayer makes an election under this para-
graph such election shall apply with respeet to all timber which 1s
owned by the taxpayer or which the taspager Kus a contract right to
cut and shall be binding wpon the taxpayer for the taxable year for
which the election Is made and for all subsequent years, unless the
Comunissioner, on showing of undue hardship, permits the tazpayer
to revoke his eleetion; such revocation, however, shall preclude any
Surther elections under this paragraph ercept with the consent of the
Commissioner.

“@2) In the case of the disposal of timber (held for more than six
months prior to such disposal) by the owner thereof under any form
or type of contract by virtue of which the owner retains an economic
interest an such timber, the difference between the amount received
“for such timber and the adjusted depletion basis thereof shall be
constdered as though it were a gain or loss, as the case may be,
upon the sale of such timber,

(b)Y Trensicar AMexpmeNt. -~ Seetion 117 (5) (1) (relating to gains
and losses from involuntary conversion and from the sale or exchange of
certain property used in the trade or business) 18 amended by inserting
at the end thereof the following: “Such term also includes timber with
respect to which subseetion (k) (1) or (2) 18 applicable.”
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(¢) Erreorive Dare—A provision having the effect of section 117
(k) (2) of-the Internal Revenue Code inserted gy the amendment made by
subsection (a) shall be deemed to be included in the revenue laws respec-
tively applicable to taxadle years beginning after February 28, 1913,
1he amendment made by subsection (b) shall be effective as if 1t were made
by section 151 of the Revenue Act of 1942.

And the Senate agree to the same,

Amendnient numbered 58:

That the House recede from its disagreement to the amendment of
the Senate numbered 58, 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 128; and the Senate agree to the same.

Amendment numbered 61: :

That the House recede from its disagreement to the amendment of
the Senato numbered 61, 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: If (1) any person or persons acquire, on or
after-October 8, 1940, directly or -indirectly, control of a corporation,
or (2) any corporation acquires, on or after October 8, 1940, directly or
indirectly, property of another corporation, mot controlled, directly
or indireetly, immediately prior to such acquisition, by such acquiring
cormoration or its stockholders, the basts of which property, in the hands
of the acquiring corporation, is determined by reference to the basis in
the hands of the iransferor corporation, and the principal purpose for
which such acquisition was made is evasion or avoidance of Federal
tncome or excess profits tax by securing the benefit of a deduction, credit,
or other allowance which such person or corporation would not otherwise
enjoy, then such deduction, credit, or other allorcance shall not be allowed,
For the purposes of clauses (1) and (2), control means the ownership of
stock possessing at least 650 per centum of the total combined voting power
of all clusses of stock entitled to vote or at least 60 per centum of the total
value of shares of all classes of stock of the corporation.; and the Senate
agree to the same,

Amendment numbered 67:

That the House recede from its disagreement to the amendment of
the Senate numbered 67, and agree to the same with an amendment
as follows: R - , )

Omit the matter proposed to be inserted by the Senate amendment
and strike out the matter proposed to be stricken out by the Senate
amendment and insert the following: after December 31, 1948, The
determination of the law applicable to prior taxable years shall be made
as if this section had not been enacted and without inferences drawn from
the fact that the amendment. made by this section ts not expressly made
applicable to prior taxable years.; and the Senate agree to the same,
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Amendment numbered 68:

That the House recede from its disagreement to the amendment of
tl\]u Senate numbered 68, and agree to the same with an amendment as
follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 129. DISALLOWANCE OF CERTAIN DEDUCTIONS ATTRIBUT-
. ABLE TO BUSINESS OPERATED BY INDIVIDUAIL AT
LOSS FOR FIVE YEARS.

(@) In Gexeran--Supplement B of chapter 1 of the Internal Revenue
Code 15 amended by adding at the end thereof the following new section.:

“SEC. 130, LIMITATION ON DEDUCTIONS ALLOWABLE TO INDI-
VIDUALS IN CERTAIN CASES.

“(a) Rrcosmpurarion or Nrr Incosme.—If the deductions (other
than taxes and interest) allowable to an individual (except for the pro-
wisions of this section) and attributable to a trade or business carried onw
by him for five conseentive taxable years have, in each of such years, ex-
ceeded by more than $50,000 the gross income derived from such trade or
business, the net income of such indisidual for each of such years shall be
recomputed,  For the purpose of such recomputation in the case of any
guch tarable year, .s'uc/b deductions shall be allowed only to the extent of
$60,000 plus the gross income attributable to such trade or business, ex~
cept that the net operating loss deduction, to the eatent attributable to such
trade or business, shall not be allowed.

“b) Reprrersinarion or Tax.——Upon the basis of the net income
computed under the provisions of subsection (a) for each of the five con-
secutive taxable years specified in such subsection, the tax imposed by this
chapter shall be redetermined for each such tazable year. [f for any
such taxable year assessment of a (Ic,bﬂcien‘cy 18 prevented (except for the
provisions of sections 3801 and 3807) by the operation of any law or rule of
.f(mu (other than section 8761, relating to compromises) any increase in
the taz previously determined for such taxable year shall be considered a
deficieney for the purposes of this section. For the purposes of this
section the term ‘tar previously determined’ shall have the meaning
assigned to such term by section 8801 (d). :

“(e) foxrenston or Srarure or Limiparions.—Notwithstanding any
law or rule of law (other than section 8761, relating to compromises),
any amount determined as a deficiency under subsection (b), or which
would be so delermined if assessment were prevented in the manner
deseribed in subsection (b), with respect to any taxable year may be
assessed as if on the date of the expiration of the time prescribed by law for
the assessment of a deficiency for the fifth taxable year of the five consecu-
tive taeable years specified an subsection (¢), one year remuined before
the expiration of the period of Limitation upon assessment for any such
tarable year.” _ :

b)) epgerive Dare oF AMENDMENT - The amendment made by
subsection («) shall be applicable lo taxable years beginning after Decem-
ber 81, 1939, but shall not affect any tax liability for any taxadle year
beginning prior lo Januwary 1, 1944,

And the Senate ugree to the same.
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Amendment numbered 69:

That the House recede from its disagreement to the amendment of
the Senate numbered 69, and agree to the same with an amendment
as follows: g

On page 43, line 2, of the Senate engrossed amendments, strike out
“124" and insert, 130; and the Senate agree to the same,

Amendment numbered 70: \

That the House recede from its disagreement to the amendment of
the Senate numbered 70, and agree to the same with an amendment.
as follows: '

On page 45, line 16, of the Senate engrossed amendments, strike
out “125” and insert, 137; and the Senate agree to the same.

Amendment numbered 71:

That the House recede from its disagreement to the amendment of
the Senate numbered 71, and agree to the same with an amendment
as follows: o

-On page 46, line 9, of the Senate engrossed amendments, strike out
“126” and insert 182; and the Senate agree to the same,

Amendment numbered 72:

That the House recede from its disagreement to the amendment of
the Senate numbered 72, and agree to the same with an amendment
as follows: '

On page 47, line 2, of the Senate engrossed amendments, strike out
“127" and insert 133; and the Senate agree to the same,

-
Amendment numbered 73: -
That the House recede from its disagreement to the amendment of

the Senate numbered 73, and agree to the same with an amendment

as follows:
In licu of the matter proposed to be inserted by the Senate amend-
ment insert 18/; and the Senate agree to the same.

Amendment numbered 80:

That the House recede from its disagreement to the amendment of
the Senate numbered 80, and agree to the same with an amendment
as {ollows: . .

On page 49, line 7, of the Senate engrossed amendments, strike out
“129” and insert 136; and the Senate agree to the same.

Amendment numbered 81:

That the House recede from its disagreement to the amendment of
the Senate numbered 81, 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 136; and the Senate agree to the same,

Amendment numbered 85: \

That the House recede from its disagreement to the amendment of
the Senate numbered 85, and agree to the same with an amendment.
as follows: :

Strike out the matter proposed to be stricken out by the Senate:
amendment and insert the following: -
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SEC. 137. STATUS FOR WITHHOLDING AT SOURCE ON WAGES.

Section 1632 (h) (I) (relating to withholding exemption certificates) i8
amended to read as follows:

“(1) If furnished after the date of commencement of employment
with the employer by reason of a change of status, shall take effect
with respect to the first payment of wages made on or after the first
status determination date which occurs at least thirty days from the
date on which such certificate is furnished to the employer, except that
at the election of the employer such certificate, if furnished by reason
of @ change of status occurring on or before July 1 of the calendar
year, may be made effective with respect to any previous payment
of wages made on or dfter the date of the furnishing of such certificate.

‘or the purposes of this paragraph the term ‘status determination
date’ means January 1 and July 1 of each year.”
And the Senate agree to the same,

Amendment numbered 109:

That the House recede from its disagreement to the amendment of
the Senate numbered 109, and agree to the same with an amendment
as follows: o

In lieu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC, 209, EXEMPT CORPORATIONS.

(@) Corrorsrrons Svnseer ro Trrre 1V or rue Civin Arkro-
Navries Acr oor 1938 Seetion 727 (h) (exempting eertain corpora-
tions subjeet to Title 1V of the Civil Acronauties Act of 19388) 1s amended
by adding at the end thereof the following new sentence: “Such exclusion
Srom gross tneome for such year shall also be made in computing the
unused ercess profits eredit adjustment for any other taxable year, but
only for the purpose of detcrmining whether the corporation 1s exempted
by this subscetion from the tax tmposed by this Chapter for such other
tarable year.” -

(by Rerroacrive lierger.-—-The amendment made by this section
shall be effective as if it were a part of the Wreess Profits Tax Act of 1940
on the date of the enactment of such Act,

And the Senate agree to the same,

Amendment numbered 121

That the House recede from its disagreement to the amendment of
the Senate numbered 121, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

“(2) SPECIAL RULE IN CASE OF FISCAL YEARS BEGINNING IN
1941 AND ENDING AFTER JUNE 80, 1942, In the case of a taxable
year beginning in 1941 and ending after June 30, 1942, the credit
under section 780 («) for such taxable year shall not be greater than
the excess of the tax paid under this subchapler to the Uniled States
Sor such taxable year (und not credited or rq/lusn(l(’d under the internal
revenite laws) over the amount of tax which would be payable to. the
United States under this subchapter if the portion of the tentative
tax determained under section 710 (a) (8) (13) were reduced by 10 per
centum,

And the Senate agree to the same,
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Amendment numbered 126:

That the House recede from-#ts disagreement to the amendment of
the Senate numbered 126, and agree to' the same with an amendment
as follows:

On page 57, line 5, of the Senate engrossed amendments, strike out
“fiscal” and insert tarable; and the Senate agree to the same.

Amendment numbered 129:

That the House recede from its disagreement to the amendment of
the Senate numbered 129, and agree to the same with an amendment
as follows: -

In liew of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 261, TECHNICAL AMENDMENT TO CREDIT FOR DEBT RETIRE-
MENT.

(a) 1x GeNERAL—Section 783 (b) (2) (relating to a limitation on the
credat for debt retirement) is amended to read as fo'lows: '
“(2) An amount equal to 40 per centum of the amount by which
(A) the amount of vndebtedness as of September 1, 1942, or (B)
the smallest amount of indebtedness as of the close of any preceding
taxable year ending after September 1, 1942, whichever amount i8
the lesser, exceeds the amount of indebtedness as of the close of the
taxable year.”

(b) Taxanrr Yrars to Whics AppricapLe.—The amendment
made by subsection (a) shall be applicable with respect to taxable years be-
ginming after September 1, 1942,

(¢) KrLecrion Wirn Respeer 1o Prior TaxABLe Yrars.—-1f by
reason of the amendment made by subsection (a) a taxpayer would be
entitled, had the election provided for wn section 783 (a) of the Internal
Revenue Code been duly made, to take any credit under such section with

- respect to a taxable year ended prior to the date of the enactment of this
Act in any amount to which such taxpayer would not be eniitled were it
not for such amendment, the election of the taxpayer to take such credit in
such amount may be made within ninety days ajyter the date of the enact~
ment of this Act.

And the Senate agree to the same,

‘Amendment numbered 135: .

That the House recede from its disagreement to the amendment of
the Senate numbered 135, and agree to the same with an amendment
as follows;

Strike out the matter proposed to be stricken out by the Senate
amendment and on page 69 of the House bill, in the section column
under “3465 (a) (1) (A)”?, insert 3466 (a) (1) (B) (tnsofar as it relates
to d(lnnestic telegraph, cable, and radio dispatches); and the Scnate agree
to the same, .

, Amendment numbered 144: -
That the House recede from its disagreoment to the amendment of
the Senate numbered 144, and agree to the same with an amendment
as follows: o :
In licu of the matter proposed to be inserted by the Senate amend-
ment insert 20; and the Senate agree to the same.
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Amendment numbered 148:

That the House recede from its disagreement to the amendment of
the Senante numbered 148, and agree to the same with an amendment
as follows:

In tieu of the matter proposed to be inserted by the Senate amend-
ment insert 20; and the Senate agree to the same.

Amendment numbered 180:

That the House recede from its disagreement to the amendment of
the Senate numbered 180, 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:

() Poweror Seererary or Treasury ro-Avrnoriz g 19x EMPTION—
Notwithstanding the amendments made by this section, the Secretary of the
Treasury may wuthorize eremption feom the taxes imposed by Chapters
19, 29, or 80 of the Internal Revenue Code as to any particular articles or
services, or class of articles or services, to be purchased for the exclusive use
of the United States, if he determines that the imposition of such taxes
with-respect to such articles or services, or class of articles or services, will
cause substuntial burden or expense which can be avoided by granting tax
exemption. and that the full benefit of such exemption, if granted, will
aceruve to the United States.  This subsection shall not be applicable to
any contract entered into on or after the first day of the first month which
begins sic months or more after the dute of the termination of hostilities
n the present war, :

And the Senate agree to the same.

Amendment numbered 186

That the House recede from its disngreement to the amendment of’
the Senate numbered 186, and agree to the same with an amendment
as follows:

On page 66, line 20, of the Senate engrossed amendments, strike
out. “310"" and insert, 371; and the Senate agree to the same,

Amendment numbered 197:

That the House recede from its disagreement to the amendment of
the Senate numbered 197, and agree to the same with an amendment
as follows:

Restore the matter proposed to be stricken out by the Senate
amendmoent and on page 92, lines 5 and 6, of the House bill, strike out
“comparable corporations’” and insert corporations engaged in the same
or « similar Line of business; and the Senate agree to the same,

Amendment numbered 199:

That the House recede from its disagreement to the amendment of
the Senate numbered 199, and agrde 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, 502. CERTAIN DISCRETIONARY TRUSTS IN CONNECTION
WITH GIFT TAX. ‘ -

(@) AseNpMENT oF TE INTERNAL Revesve Cope—=Section 1000
of the Internal Revenve Code (imposing the gift tax) is amended by insert-
ang at the end thereof the following:
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“(e) CerrAIN Discrerion ary Trusts.—In the case of property in
a trust created prior to January 1, 1939, if on and after January 1, 1939
no power to revest title to such property in the grantor could be exercised”
either by the grantor alone, or by the grantor in conjunction with any other
person not having a substantial adverse interest in the disposition of such
property or the income therefrom, then a relinquishment by the grantor on
or after January 1, 1940, and prior to January 1, 1946, of power or
conltrol with respect to the distribution of such property or the income
therefrom by an exercise or other termination of such power or control shall
not be deemed a transfer of property for the purposes of this Chapter. If
such property was transferred in trust, the grantor not retaining such
power to revest title thereto in himself, or if such power to revest title to such
property in the grantor was relinguished, while a law was in effect vm-
posing a tax upon the transfer of property by gift, this subsection shall
apply only if (1) gift tax was paid with respect to such transfer or re-
linquishment, and not credited or refunded, or a gift tax return was made
wz'goin the time prescribed on account of such transfer or relinquishment
but no gift tax was paid with respect to such transfer or relinguishment
because of the deductions and exclusions claimed on such return, and (2)
the grantor consents, tn accordance with regulations prescribed by the
Commyissioner with the.approval of the Secretary, for all purposes of this
Chapter to treat such transfer or relinguishment in the calendar year in
which effected, and for all periods thereafter, as having been a transfer of
property subject to tax under this Chapter. This subsection shall not
apply to any payment or other disposition of income occurring prior to the
termination of power or control with respect to the future disposition of
wneome from the trust property.”’

() AMENDMENT OF II?EVENUI',' Acr or 1932.—Section 501 of the
Revenue Act of 19382 (imposing a gift tax) 1s amended by inserting at the
end thereof the following:

“(¢) Crrrary Discrerionary Trusrs-—In the case of property in
a trust created prior to January 1, 1939, if on and after January 1, 1939,
n0 power to revest title to such property in the grantor could be éxercised
either by the grantor alone, or by the grantor in conjunction with any other
person not having a substantial adverse interest in the disposition of such
property or the income therefrom, then a relinguishment by the grantor
on-or after January 1, 1939, and prior to January 1, 1940, of power or
control with respect to the distribution of such property or the itncome there-
from by an exercise or other termination of such power or-control shall not
be deemed a transfer of property for the purposes of this title. If such
property was transferred in trust, the grantor not retarning such power to
revest title thereto in himself, or if such power to revest title to such property
an the grantor was relinquished, while a law was in effect imposing a tax
upon the transfer of property by gift, this subsection shall apply only +f
(1) gift tax was pard with respect to such transfer or relinquishment, and
not credited or refunded, or a gift tax return was made within the time pre-
seribed on account of such transfer or relinquishment but no gift tax
was paid with respect to such transfer or relinquishment because of the
deductions and exclusions claimed on such return, and (2) the grantor
consents, 1n accordance with regulations preseribed by the Commissioner
with the approval of the Secretary, for all purposes of this title to treat such
transfer or relinquishment in the calendar year in which effécted, and for
all periods thereafter, as having been a transfer of property subject to
tax under this title, This subsection shall not apply to any payment or .
other disposition of income occurring prior to-the termination of power oy
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control with respect to the future disposition -of income from the trust
property.”’ )

(€) INTEREST ON OvERPAYMENTS-—No intercst shall be allowed or
paid on any overpayment resulting from the application of this section.,

And the Senate agree to the same.

Amendment numbered 202;

That the House recede from its disagreement to the amendment of
the Senate numbered 202, and agree to the same with an amendment
as follows:

On page 72, line 17, of the Senate engrossed amendments, strike out
“503" and insert 604 ; and the Senate agree to the same,

Amendment numbered 203: :

That the House recede from its disagreement to the amendment of
the Senate numbered 203, and agree to the same with an amendment
as follows:

On page 73, line 2, of the Senate engrossed amendments, strike out
“504" and insert 5055 and the Senate agree to the same,

Amendment numbered 204

That the House recede from its disagreement to the amendment
of the Senate numbered 204, and agree to the same with an amendment
as follows: ’

On page 73, line 16, of the Senale engrossed amendments, striko
out “505" und insert 406 and the Senate agree to the same,

Amendment numbered 205:

That the House recede from its disagreement to the amendment of
the Senate numbered 205, and agree to the same with an amendment
as follows: -

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following:

SEC. 507, IMPORTATION OF"STANDARD NEWSPRINT PAPER.

(@) In GENERAL - For the purposes of paragraph 1772 of the Tariff -
Act of 1930, as amended---

(1) Paper which is in rolls not less than 15 inches in width
shall be deemed to be standard newspring paper tnsofar as width
of rolls is concerned; and '

(2) Paper which weighs not less than 80 pounds (with a 6
per centum manufacturing tolerance permitted) per ream of 600
sheets 24 by 36 inches shall be deemed to be standard newsprint
paper tnsafar as minimum weight s concerned.

(b) Isvrrcerive Prrion—-The provisions of subsection (¢) shall
apply with respect to paper entered,-or withdraun from warchouse, for
consumption, dafter the date of the enactment of this Act and while Undted
States newspaper publishers are Wmited by law or by governmental order
or regulation as to the amount of paper they may use tn the publication
of their newspapers.

And the Senate agree to the same,

Amendment numbered 206:

That the House recede from its disagreement to the amendment of
the Senate numbered 206, and agree to the same with an amendment
as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert the following: '
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SEC. 508. EXEMPTION FROM TAX ON PLAYING CARDS EXPORTED
FOR USE OF ARMED FORCES OUTSIDE CONTINSENTAL
UNITED STATES.

(@) IN GexERAL~—Section 1830 (relating to the exemption from the taz
upon playing cards exported) 1s amended to read as follows:

“SEC. 1830, EXEMPTION IN CASE OF EXPORTATION.

“Playing cards may be removed from the place of manufacture for
export to a foreign country or for shipment to a possession of the United
States (or, until the date on which the President proclaims that hostilities
in the present war have terminated, to a territory of the United States for
the use of members .of the military or naval forces of the United States)
without payment of tax, or afficing stamps thereto, wnder such rules and
regulations and the filing of such bonds as the Commissioner, with the
approval of the Seceretary, may preseribe.”

(b) Krsrortve Dare.—The amendment made by subsection (a) shall
be effective as of Junuary 1, 19/2.

And the Senate agree to the same,

Amendment numbered 207

That the House recede from its disagreement to the amendment
of the Senate numbered 207, and agree to the same with an amendment
as follows: '

Omit the matter proposed to be inserted by the Senate amendment
and, on page 27 of the House bill, after line 3, insert the following:

SEC. 112, DEDUCTION FOR LOSSES ON SECURITIES IN AFFILIATED
CORPORATIONS,

(@) Srock Lossks—Section 23 (g) (4) () of the Internal Revenue
Code (relating to losses on stock of affiliated corporations) vs amended to
read as follows:

“(B) more than 90 per centum of the aggregate of its gross
incomes for all taxable years has been from sources other than
royalties, rents (cxcept rents derived from rental of properties
to employees of the company in the ordinary course of its oper-
ating business), dividends, 1nterest (except interest received on.
deferred purchase price of operating assels sold), annuities, or
gaing from sales or exchanges of stocks and securities; and’

(b) Bownp Lossks.—Section 23 (k) (6) (B) of the Internal Revenue
Jode (relating to losses on securities of affiliated corporations) is amended
to read as follows:

“(B) more than 90 per centum of the aggregate of its gross
incomes for all taxable years has been from sources other than
royalties, rents (except rents derived from rental of properties to
employees of the company in the ordinary course. of its operating
business), dividends, interest (except interest received on deferred
purchase price of operating assets sold), annuities, or gains
from sales or exchanges of stocks and securities; and”

(¢) TaxaLe Yrars to Wnicn AppricApri.—The amendments
made by this section. shall be applicable with respect to tarable years
beginning after December 31, 1941,

And the Senate agree to the same,
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Amendment numbered 208:

That the House recede from its disagreement to the amendment of
the Senate numbered 208, 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, 509, RETROACTIVE EFFECT OF SECTION 169 OF THE
REVENUE ACT OF 1942, -

(@) In Qexerar—~-Section 169 (¢) of the Revenue Act of 1942 (relating
to the effective date of certain amendments to section 822) is amended
by inserting at the end thereof the following: “ A provision having the
%/(zct of the amendment inserting section 822 (b) (3) of the Internal

evenue Code, and a provision having the e¢ffect of the amendment made
by subsection (b) of this section, shall be deemed to be included in the
revenue laws respectively applicable to tarable years beginming after
December 31, 1923, but such amendments shall be effective with respect
to taxable years beginning prior to January 1, 1942, only if on or at some
time after the date of the enactiment of the Revenue Act of 1943 the Com-
missioner may assess the tax for such tazable year solely by reason of
having made (cither before, on, or afler the date of the enactment of the
Revenue Act of 1943) an agreement with the tarpayer pursuant to section.
276 (b) of the Internal Rerenue Code or the corresponding provision of
the applicable prior revenue law to extend beyond 1]: » time preseribed in
seetion 276 or the corresponding provision of such prior revenue law the
date within which the Commissioner may assess the tazr,”

0) Crerary Transerrprs.--—If a transferee of a tazpayer and the
Commissioner executed an agreement lo extend the time within which the
Uability with respect to the tax of the tazpayer for a tarable year beginning
m 1936 might be assessed against such transferee, any overpayment of
the tax of the tarpayer with respect to such taxable year which the Tax
Court of the United States finds has been paid by such transferce shall,
when the decision of the Tax Court of the United States has become final,
be credited or refunded to such transferee, Such credit or refund shall
not cxceed the amount paid by the transferce with respect to the taxr of
the taxpayer for such taxable year within the four years immediately
preceding the execution of such agreement.

And the Senate agree to the sarhe, .

Amendment numbered 212;

That the House recede from its disagreement to the amendment of
the Senate numbered 212) and agree to the same with amendments as
follows: T : ‘

On page 81 of the Senate engrossed amendments, in line 2, strike out
“513” and insert 512; in line 3, after “(0)", insert In Ceneral.—; and
ix]x line 8, after “(b)"”, insert Kffective Date.—-; and the Senate agree to
the same,

Amendment numbered 213:
That the House recede from its disagreement to the amendment of
the Senate numbered 213, and agree to the same with an amendment

as follows:
In licu of the matter proposed to be inserted by the Senate amend-

ment insert the following:

—



REVENUR ACT OF 1043 - 33

SEC. 513. PERIOD OF LIMITATIONS IN CASE OF RELATED TAXES
UNDER CHAPTER 1 AND CHAPTER 2.

(@) In GeNERAL~—The Internal Revenue Code is amended by inserting
at the end of Chapter 38 a new section to read as follows:

“SEC, 3807. PERIOD OF LIMITATIONS IN CASE OF RELATED TAXES
UNDER CHAPTER 1 AND CIIAPTER 2, i

“(a) DEFINITIONS —AS$ used in this section— , _

“(1) The term ‘tax previously determined’ shall have the meaning
assigned to such term by section 3801 (d).

“(2) The term ‘the same tarable year’ shall include any taxable
year which coincides in whole or in part with the taxable year for
which the determination referred to in subsection (b) is made.

“b) Iixrension oF PeEriop oF LiMiraATIONS -~-df-

“(1) under a determination in gespect of a tax imposed by chapter
1 or chapter 2, a deficiency is assessed or a credit or refund of an
overpayment 18 allowed, within the period of limitations properly
am»Zicable thereto, and

“(2) the application of the law or facts determined in the ascertain~
ment of such deficiency or overpayment to any other such tax of the
taxpayer under chapter 1 or chapter 2 for the same taxable year
wo'u.l(/ result in an increase or decrease in the amount of the tax
previously determined in respect of such other tax, and

“3) on any date prior to the expiration of one year from the
assessment of « deficiency or the allowance of q eredit or refund in
respect of the taz réferred to in paragraph (1), the assessment of a
deficiency or the allowance of a credat or refund in respect of the tax
referred to in paragraph (2) is prevented (except for the provisions
of section 8801 or 734) by the operation (whether before, on, or after
the date of enactment of the Revenue Act of 1943) of any law or
rule of law other than this section and other than section 3761 (relat-
g to compromises)

then upon such date the increase or decrease in the tax referred to in para-
graph (2) shall be considered @ deficiency or an overpayment, as the case
may be.  Such deficiency may be assessed and collected or such overpay-
ment may be credited or refunded as if on the date the deficiency is assessed
or the eredit or refund allowed in respect of the tax referred to in para-
graph (1) one year remained before the expiration of the periods of
limitation upon assessment or filing claim for refund in respect of the
tax referved to in paragraph (2) for the same tazable year,

“(¢) ApsusrMENT UNArrrCTED BY Orukr ITeyms, Ifre~—In deter-
mining whether an incredse or decrease in the amount Ql) the tax previously
determined shall be considered to result from the application of the law or
facts under a determination veferred to tn subsection (b) (1) changes shall
be made in items which are the subject of such determination and in
items whioh are affected thereby, and in no others.  Fhe amount which
may be assessed or allowed as a credit or refund under subsection (b) shall
not be diminished by any credit or set-off based upon any item which was
not the subject of such determination or affected thereby. Such amount,
if paid, shall not be recovered by a claim or suit for refund or suit for
erroneous refund based wpon any ttem which was not the subject of such
determination or affected thereby, except-in connection with a subsequent
application of this section.

94992—44-—-3
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“(d) AppricarioN 10 AFFILIATED GRroups.—As used in subsection
(b) the term ‘any other such taxr of the taxpayer’ shall, if the taxpayer was
a member of an affiliated group, also include any other such tax of any
other member of the group.”

b) Taxasre Yrears To Wihicn ArpricasrLe-—The amendment
made by this section shall apply to tarable years beginning after December
31, 1939. |

Aund the Senate agree to the same.,

Amendment numbered 232:

That the House recede from its disagreement to the amendment of
the Senate numbered 232, and agree to the same with an amendment
as follows:

On page 86, line 20, of the Senate engrossed amendments, strike out
“and in the ease of carry-overs and carry-backs”’,

On page 104 of the House bill, after the period in line 11, insert:

“(O) Notwithstanding any of the provisions of this section to the con-
trary, no amount shall ‘be allowed as an item of cost (i) by reason of a
recomputation of the amortization deduction pursuant to section 124 (d)
of the Internal Revenue Code until after such recomputation has been
made 1n connection with a determination of the taxes tmposed by Chapters
1, 24, 218, 21D, and 215 of the Internal Revenue-Code for the fiscal year
to which the excessive profits determined by the renegotiation are attribut-
able or (11) by reason of the application of a carry-over or carry-back
under any circumstances.  The absence of such a recomputation of the
amortization deductions referred to tn clause (1) above slza;l not constitute
a cause for postponing the making of an agreement, or the entry of an
order, determining the amount cf excessive profits, or for staying the
elimination thereof.

()Y Notwsithstanding any of the provisions of subsection () (4) of
this section {o the contrary, in the case of a renegotiation which is made
prior to such recomputation, there shall be repaid by the United States
(without interest) to the contractor or subcontractor after such recomputa-
tion the winount of a net renegotiation rebate computed in the following
deseribed manner.  There shall first be ascertained the portion of the exces-
stve profits determined by the renegotiation which is attributable to the fiscal
year with respect to which a net renegotiation rebate is claimed by the con-
tractor or subcontractor (hercinafter referred to as “renegotiated year’).
There shall then be ascertained the amount of the gross renegotiation rebate
for the renegotiated year, which amount shall be an allocable part of the
additional amortization deduction which is allowed for the renegotiated
year wpon the recomputation made pursuant to section 124 (d) of the Inter-
nal Reeenue Code i connection with the determination of the taxes for such
year and which is attributable to contracts unth the Departments and sub-
contracts, except that the amount of the gross renegotiation rebaté shall not
exceed the amount of excessive profits eliminated for the renegotiated year
pursuant to the renegotiation.  The allocation of the additional amortiza-
tton deduction attributable to contracts with the Departments and subcon:
tracts, and the allocation of the additional amortization deduction to the
‘renegotiated year shall be determined 1n accordance with regulations pre-
scribed by the Board. There shall then be ascertained the amount of the
contractor's or subcontractor's Federal tax benefit from the renegotiation for
the renegotiated year. Such Federal tax benefit shall be the amount
which the taxes for the renegotiated year under Chapters 1, 24, @B,
2D, and 2F of the Internal Revenue Code were decreased by reason of
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omitting from gross income (or by reason of the application of the pro-
vistons of section 8806 (a) of the Internal Revenue Code with respect to)
that portion of the excessive profits jor the renegotiated year which is equal
to the amount of the gross renegotiation rebate. The amount by which
the gross renegotiation rebate for the renegotiated year cxceeds the amount.
of the contractor’s or subcontractor’s Federal tax benefit from the renego-
twation for-such year shall be the amount of the net renegotiation rebate for
such year. ,

And the Senate agree to the same.

Amendment numbered 233:

That the House recede from its disagreement to the amendment of
the Senate numbered 233, 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:

“(6) The term ‘subcontract’ means—

“A) Any purchase order or agreement to perform all or any
part of the work, or to make or furnish any article, required for
the performance of any other contract or subcontract, but such
term does not include any purchase order or agreement to furnish
office supplies; or - '

And the Senate agrce to the same.

Amendment numbered 249:

That the House recede from its disagreement to the amendment of
the Senate numbered 249, and agree to the same with amendménts
as follows: \

On page 110 of the House bill, after the period in line 1, insert,
the following: Any such agreement, if made, may, with the consent of
the contractor or subcontractor, also wnclude provisions with respert to the
elimination of excessive profits likely to be received or accrued. ;

On page 110, line 2, of the House bill strike out ““such an agreement’’
and insert an agreement with respect to the elimination of excessive profils
received or accrued; and the Senate agree to the same,

Amendment numbered 252:

That the House recede from its disagreement to the amendment of
the Senate numbered 252, 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 10 The Tax Court of the United States as proof of the facts
or conclusions stated therein; and the Senate agree to the same,

Amendment numbered 260:

That the House recede from its disagreement to the amendment of
the Senate numbered 260, and agree to the same with an amendment
as follows: 4

In licu of the matter proposed to be inserted by the Senate amend-
ment insert in respect of amounts paid to the contractor from appropria-
tions from the Treasury; and the Senate agree to the same.

Amendment numbered 268:

That the House recede from its disagreement to the amendment of
;,hﬁ, Senate numbered 268, and agree to the same with amendments as
ollows: “ : ‘

On page 90, line 19, of the Senate engrossed amendmeuts, after
“year’, insert (or if such fiscal year has closed on the date of the enact-
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ment of the Revenue Act of 1943, on or before the first day of the fourth
mornth following the month in which such date of enactment falls);

On page 90 of the Senate engrossed amendments, beginning m line
20, strike out “actual costs of production and such other information
as the Board may by regulations preseribe’” and insert such informa-
tion as the Board may by requlations prescribe as necessary to carry out
this section; :

On page 91 of the Senate engrossed amendments, beginning in
line 4, strike out “required by the Board” and insert which 1s deter-
mined by the Board to be nceessary to carry out this section; and the
Senate agree to the same.

Amendment numbered 282:

That the House recede from its disagreement to the amendment of
the Senate numbered 282, and agree to the same with an amendment
as follows: ,

Omit the matter proposed to be inserted by the Senate amendment,
restore the matter proposed to be stricken out by the Senate amend-
ment, and on page 120, lines 23 and 24, of the House bill, strike out
“and (b)”; and the Senate agree to the same, :

Amendment numbered 290:

That the House recede from its disagreement to the amendment
of_the Senate numbered 290, and agree to the same with an amend-
ment as follows: ‘

Strike out the matter appearing in lines 22 and 23 on page 94 of
the Senate engrossed amendments, and the matier appearing in
lines 1 and 2 on page 95 of the Senate engrossed amendments, and
insert:

shall be—

“(A) in the case of any contract or subcontract the perform-
ance of which requires more than twelve months, or in the case
of any contract or subcontract with respect to which the powers
of the Board are cxercised separately pursuant to subsection (c)
(1) rather than on a fiscal-year basis, the portion of the profits
so derived which 1s determined by the Board to be equal to the
same percentage of the total profits so derived as the percentage
of complction of the contract prior to the termination date; and

“(13) an all other cases, the profits so derived which are
received or acerued prior to the termination date; and

And the Senate agree to the same.

Amendient numbered 295: N

That the House recede from its disagreement to the amendment of
the Senate numbered 295, and agree to the same with an amendment
as follows: - _

On page 96, line 17, of the Senate engrossed amendments, strike out
“(F)? and insert (/); and the Senate agree to the same.

- Amendment numbered 296:

That the House recede from its disagreement to the amendment of
the Senate numbered 296, and agree to the same with an amendment
as follows: N

In liou of the matter proposed to be inserted by the Senate amend-
ment insert (#); and the Senate agree to the same.
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Amendment numbered 299:

That the House recede from its disagreement to the amendment of
the Senate numbered 299, 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 (E), and (F); and the Senate agree to the same,

Amendment numbered 301:

That the House recede from its disagreement to the amendment of
the Senate numbered 301, and agree to the same with an amendment
as follows: :

On page 126 of the House bill, after the period in line 23, insert
Notwithstanding any other provisions of this section there shall be ex-
cluded from consideration in determining whether or not a contractor or
subcontractor has received or accrued excessive profits that portion of the
profits, derived from contracts with.the Departments and subcontracts,
attributable to the increment in value of the excess inventory. For the
purposes of this paragraph the term ‘excess inwentory’ means inventory
of products, herewnbefore described wn this paragraph, acquired by the
contractor or subcontractor in the form or at-the state in which contracts
for such products on hand or on contract would be exempted from this
section by subsection (v) (1)-(B) or (C), which is in excess of the inven-
tory reasonably necessary to fulfill existing contracts or orders. * That por-
tion of the profits, derived from contracts with the Departments and subcon-
tracts, attributable to the increment tn value of the excess inventory, and:
the method of excluding such: portion of profits from consideration in
determining whether or not the contractor or subcontractor has received or
accrued excessive profits, shall be determined in.accordance with regula-
tions prescribed by the Board. In the case of a renegotiation with respect
to a fiscal year ending prior to July 1, 1943, the portion of the profits, de-
rived from contracts with the Departments and subcontracts, attributable to
the ancrement in value of the excess inventory shall (to the extent such por-
tion does not exceed the excessive profits determined) be credited or refunded
to the contractor or subcontractor, and in case the determination of excessive
profits was made prior to the date of the enactment of the Revenue Act of
1948, such credit or refund shall be made notwithstanding such determina-
tion 1s embodied in an agreement with the contractor or subcontractor,
but in cither case such credit or refund shall be made only if the contractor
or subcontractor, within ninety days after the date of the enactment of the
Revenue Act of 1943, files a claim therefor with the Secretary concerned.

And the Senate agree to the same.

Amendment numbered 309:

That the House recede from its disagrecment to the amendment of
the Senate numbered 309, and agree to the same with an amendment
-as follows:

In licu of the matter proposed to be inserted by the Senate amend-
ment insert The amendments made by subsection (b) shall be effective
only with respect to the fiscal years ending after June 30, 1943, except
that (1) the amendments inserting subsections (a) (4) (0), (@) (4) (D),
(1) (1) (O), (3) (1) (D), (@) (1) (F), () (3), and (1) in section 403 of the
Suwth Supplemental National Defense Appropriation Act, 1942, shall be
effective as if such amendments and subsections had been a part of section
403 of such Act on the date of its enactment, and (2) the amendments
adding subsection (d) and (€) (2) to section 403 of such Act shall be
effective from the date of the enactment of this Act.
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»

And the Senate agree to the same.

Amendment numbered 310:

That the House recede from its disagreement to the amendment of
the Senate numbered 310, 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:

"TITLE VIII--REPRICING OF WAR CONTRACTS

SEC. 801. REPRICING OF WAR CONTRACTS.

(a) As used in this section the terms ** Department”, *“ Secretary’” and
“article’ shall have the saume meanings as in subsection (@) of the Renego-
Hation Act. :

() When the Secretary of a Department deems that the price of any
article or service of any kind, which s required by his Department or
directly or indirectly required, furnished, or offered in connection with,
or as a parl of, the performance or procurement of any contract with his
Department or of any subcontract therewunder, is unreasonable or unfair,
the Sceretary may require the person furnishing or offering to furnish such
article or service to negotiate to fix a fair and reasonable price therefor,
If such porson refuses to agree to a price for such artiele or service which
the Scerctary considers fair and reasonable, the Seeretary by order may
iz the price payable to such person for furnishing such article or service .
after the effective date of the order, whether under existing agreements or
otherwise.  The order may preseribe the period during which the price so
Sreed shall be «ffective and such other terms and conditions as the Secretary
deems appropriute. -

(¢) Any person agyricved by an order fixing a price under this section
may sue the Undded Stales in @iy appropriate court.  In such suit, such
person shall be entitled to recover from the United States the amount of
any difference between (1) fair and just compensation for the articles and
servicesfurnished under the terms of the order and (2) the price fixed for
such articles and services by the order; but if the prices so fived by the order
are found o erceed fuir and just compensation for such articles and
services, such person_shall be liable to the United States in such suil for
the amount of this ercess. Any such suit shall be brought wiihin siz
months after the order by the Secretary on which it is based, or after the
expiration of the period or periods specified in such order, whichever last
occurs. Such a suit shall not stay the order tnvolved., :

() Whencver any person wilfully refuses or wilfully fails to furnish
any such wrticles or services at the price fived by an order of the Secretary
in accordance with this scetion, llm President shall have power to take
wmmediate possession of the plant or plants of such person and to operate
them in accordance with section 9 of the Stlective Training and Service
Act of 1940, as amended.

(¢) The authority and diseretion herein conferred upon the Secretary

- of -each” Department may be delegated in whole or in part by him to such
wmdividuals or agencies as he may designate in his Department, or in
any other Department with the consent of the Secretary of that Depart-
ment, and he may authorize such individucls or agencies to make further
delegations of such authority and discretion.

(f) Lvery purchase order or agreement, or contrac! to make or furnish
any article or service of any kind, which is required by a Department or
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directly or indirectly required,- furnished, or offered in connection unth,
or as a part of, the performance or procurement of any contract with such
Department or of any subcontract thereunder, shall, if made thirty days or
more after the date of the enactment of this Act, be deemed to contain a
provision under which the person making or furnishing such article or
service agrees that notwithstanding other provisions of the purchase order;
agreement, or contract, he shatl be e'nt’itﬂd to receive for such article or
service only the fair and just compensation provided for in subsection (c).

SEC. 802, EFFECTIVE DATE.
1 (@) Section 801 shall be effective from the date of the enactment of this
Act,
(b) Section 801 shall not apply to any contract with a Department or
any subcontract made after the date proclaimed by the President as the
date of the termination of hostilities in the present war or the date specified
in a concurrent resolution of the two Houses of Congress as the date of such
termination, whichever is the earlier.
And the Scnate agreo to the same.

Amendment numbered 311:

That the House recede from its disagreement to the amendment of
the Scenate numbered 311, and agree to the same with amendments
as follows: - '

On page 105 of the Senate engrossed amendinents, lino 20, strike
out “Sxc. 902.”” and between lines 19 and 20 insert SEC. 902. APPRO-
PRIATIONS TO THE TRUST FUND.

Beginning in line 23, on page 105 of the Senate engrossed amend-
ments, strike out “trust fund’’ and insert Trust Fund; and the Senate
agree to the same.

R. L. DouaHToN,

Tuos. H. CunLen,

JurE COOPER,

WesLey K. Disngy,

Harorp KNvuTson,

Dawnien A. Reep,

Roy O. WooDRUFF,

"~ Managers on the part of the House.

Warrer F. GEORGE,

Davipo 1. WaisH,

AuseEN W. BArkLEY,

Tom CoNNALLY,

- RoseErT M. LA FoLLETTE, JR,,

- A. H. VANDENBERG,

James J. Davis,

Managers on the part of the Senate,



STATEMENT OF THE MANAGIERS ON THYE PART OF THI HOUSE

The managers on the part of the House at the conference on the
disangreeing votes of the two Houses on the amendments of the Senate
to the bill (H. R. 3687) to provide revenue, and for other purposes,
submit. the following statement in explanation of the effect of the
action agreed upon by the conferees and recommended in the accom-
panyiing “eonferenco report:

Amendment No, 1: This amendment changes the table of contents
contained in the llnus(- bill.  The House recedes with an amendment
mserting a new tnhlv of contents,

Amendment No. 2: This is a clevieal amendment; the Senate recedes.

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

Amendment No. 4: This amendment eliminates the provisions of
the House bill increasing the normal tax rate to 10 percent an(l pro-
viding for a minimum tax of 3 pereent of the net meome in excess
of cortain erodits against net income when such minimum tax would
result in a greater amount of tax than the proposed 10 percent normal
tax plus surtax. The House recedos.

Amendment, No. 5: This amendment eliminates the provisions of
the House bill relating to rates of surtax on individuals, The House
recedes.

Amendment No. 6: This amendment c¢liminates the provisions of
the House bill which change the table of alternative tax on individuals
contained in section 400 of the code and amend section 404 of the code
to donv to citizens of the United States entitled to the benefits of
section 251 of the code the right to make a return under supplement T
The House recedes with amendments revising the tables under supple-
ment T to make minor changes and to give cffect to the repeal of the
carned-income eredit and to combine the Victory tax and the income
tax andtrestoring the amendment to seetion 404 of the code contained
in the House bill.

Amendment No. 7: This amendment eliminates the provisions of
the House bill that repeal the Vietory tax and that provide technical
amendments necessitated by the repeal of the Victory tax.  The House
recedes,

Amendment No. 8: This amendment eliminates the provisions of
the House bill relating to the amount and computation of the personal
-exemption and eredit for dependents for the purposes of the minimum
tax. ‘The House recedes with a change in section number and the
following further amendments which have the effect of substantially
xotmmn«_r certain provisions in the House bill:

Seetion 25 (b) (3) of the code (relating to change of status) is
amended to provide that for the purposes of determining the amount
of the personal exemption and credit for dependents, the status of the
taxpayer shall be determined as of July 1 of the taxable year, unless
the taxable year does not include Jnly 1, in which case such status
shall be determined as of the last day of the taxable year. This pro-
vision will have the effect described in the report of the Ways and

40
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Means Committee relating to the corresponding provision in the .
House bill. )

Section 47 (e) of the code, relating to reduction of personal exemp-
tion and credit for dependents in the case of a short taxable year, is
also amended to provide that such reduction shall apply only to a short
paxablg year resulting from the closing of the taxable year in case of

eopardy. .

‘ Amendment No. 9: This amendment eliminates the provisions of
the House bill altering the return requirements of individuals. The
House recedes with a change in section number and the following
further amendments having the effect of retaining certain provisions
that were in the House bill: -

A new subscction (f) is added to section 51 of the code, relating to
the return requirements of individuals, to provide that for the purposes
of the return requirements of individuals, including fiduciaries, the
determination of whether an individual is married and living with
husband or wife shall be made as of July 1 of the taxable year, unless
the taxable year does not include July 1, in which case such determina-
tion shall be made as of the last day of the taxable year.

Section 51 (b) of the code, relating to joint returns, is amended to
provide that no joint return may be made if husband and wife have
different taxable years. Since the return of a decedent who dies
prior to the last day of the taxable yearis a return for a short period
and thus differs from the taxable ycar of the surviving spouse, the
latter may not include the income of the deceased spouse in a joint
return even though death occurred after July 1 of the taxable year.

Amendmeont No. 10: This amendment provides that the rate of the
Victory tax shall be 3 percent rather than 5 percent, repeals the credits
against Victory tax, and effects certain technical amendments made
necessary by these substantive changes. The House recedes with an
amendment changing the section number and adding the Victory tax
imposed by section 450 of the code to the computation to be made in
the case of a taxable year beginning in 1943 and ending in 1944, under
section 108 of the code. This latter change is necessitated by the
ilm\?t,ion )eliminating the repeal of the Victory tax. (See amendment

0.7.

Amendments Nos. 11 and 12; These amendments are clerical.
The House recedes with amendments changing section numbers.

Amendment No. 13: This amendment, for which there is no corre-
sponding provision in the House bill, amends scction 22 (b) of the
code to exclude from gross income amounts received during the tax-
able year as mustering-out payments with respect to service in the
military or naval forces of the United States. The House recedes
with a change of section number., '

Amendment No. 14: This amendment affords to taxpayers using
the elective inventory method the benefit of the involuntary liquida- -
tion and replactment provisionis of section 22 (d) (6) of the code with
respect to liquidations occurring in 1941, and effects three minor
technical corrections in the wording of the existing law. There is no
corresponding provision in the House bill, The House recedes with a
change in section number. .

Amendment No. 15: This is a change in section number. The
House recedes with 8 further change in section number. .

Amendment No. 16: This amendment, for which there is no corre-
sponding provision in the House bill, serves to clarify the effect of
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the amendments made in 1942 relating to the deduction for worthless
debts by restoring the language in the code prior to the Revenue Act
of 1942, concerning: deductions for partially worthless debts. The
change made by the 1942 act with respect to totally-worthless debts
is not altered by this section.  Inasmuch as the 1942 changes were
made retronctive to taxable years beginning after December 31, 1938,
the restoration of the Inw made by this section is likewise retroactive,
The House recedes with a change in seetion number.,

Amendment No. 17: This amendment, for which there is no cor-
responding provision in the House bill, adds o new seetion amending
section 23 (q) of the code (relating to charitable and other contribu-
tions by corporations) by inserting “veteran rehabilitation service”
after “scientific” in paragraph (2). The cffeet of this insertion will
be to include contributions to or for the use of a corporation, trust, or
community chest, fund, or foundation, organized and operated exclu-
sively for veteran rehabilitation service among the charitable con-.
tributions for which a corporation may be allowed deductions.

This amendment further amends section 23 (q) by inserting after
paragraph (2) a new paragraph (3) which adds another class of con-
tributions to be considered in determining allowable deductions in the
case of a corporation making charitable and other contributions within
a taxable year. The new category consists of contributions to posts
or organizations of war veterans, or auxiliary units of, or trusts or
foundations for, any such posts or organizations, if such posts, organ-
izations, units, trusts, or foundations are organized in the United
States or any of its possessions, and if no part of their net earnings
inures to the benefit of any private sharcholder or individual. The
House recedes with a clerieal amendment and a change in section
number,

Amendment No. 18: This is a change in section number. The
House recedes with a further change in section number:

Amendment No. 19: Section 26 (h) of the code provides that cer-
tain public utilities which pay dividends on their preferred stock
during the taxable year shall have a credit against surtax net income
in the amount of such dividend payments.  This amendment pro-
vides that for the lmrposos of this credit the amount of dividends
paid in a given taxable year shall not include any amount distributed
in such year with respeet to dividends unpaid and accumulated in
any taxable year ending prior to October 1, 1942. 1t further pro-
vides that if any dividends in arrears are paid in the taxable year, such
dividends will be presumed to have been paid with respect to the
earliest year or years for which there are arrearages.

Section 26 (h) in defining preferred stock provides that such stock
"must have been issued prior to October 1, 1942, This amendment
further provides that stock issued on or after October 1, 1942, shall
be deemed to have been issued bhefore that date for the purposes of
the credit if it was issued by the same or another corporation in a
transaction which is a reorganization within section 112 (g) (1), or
which is a transaction to which section 112 (b) (9) is applicable, or
which is a transaction subject to the provisions of supplement R of
chapter 1 of the code, to refund or replace bonds or debentures issued
prior to October 1, 1942, or to refund or replace other stock which is
preferred stock within the meaning of section 26 (h) (2) (B). Such
new stock, however, shall be considered to have been issued prior to
October 1, 1942, only to the extent that the par or stated value does
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not exceed the par, stated, or face value of the securities which such
new stock is issued to refund or replace.

This amendment is applicable to taxable ycars beginning after
December 31, 1943, but the changes in existing law with respect to the
definition-of preferred stock are applicable to any transaction occurring
on or after October 1, 1942, whether or not hefore January 1, 1044,
No credit, however, for dividends paid on stock which is deemed to
have been issued prior to October 1, 1942, solely by reason of this
amendment will be allowed for a taxable year beginning prior to Jan-
uaryv 1, 1944,

The House recedes with technical and clerical amendments, includ-
ing a change in section number and a change of reference to insolvency
reorganizations; '

Amendments Nos, 20, 21, 22, 23, 24, 25, 26, 27, and 28: The House
bill required annual returns to be filed by tax-exempt organizations
with certain exceptions. | The Senate amendments made minor tech-

“nical changes and broadened the exemption given by the House bill
to certain educational organizations by including those normally meet-
ing the conditions of the exemption in the House bill. It also exempted
certain additional organizations from the annual return requirement,
including organizations exempt as fraternal bencficiary socicties,
orders, or associations under section 101 (3), certain organizations
for the prevention of cruelty to children or animals exempt from tax
under scetion 101 (6) and those owned by the United States or its
agencies or instrumentalities and exempt under section 101 (15). The
House recedes as to these amendments with a change in section num-
ber and with an amendment to amendment No. 27 specifically
limiting the exemption of fraternal organizations to those exempt
from taxation solely under section 101 (3).

Amendment No. 29: This amendment, for which there is no cor-
responding provision in the House bill, eliminates paragraphs (3), (4),
and (5) of section 294 (a) of the code, relating to additions to the tax
for failure to file a declaration, for failure to make a timely payment.
of estimated tax, and for underestimating the tax, and inserts at the
end of section 294 a new subsection (d) relating to such additions, The
new penalties for failure to file and for failure to pay are applicable
unless, in either such case, the failure is shown to be due to reasonable
cause and not due to willful neglect. The penalty for failure to make
and file & timely declaration consists of an addition to the tax in the
amount of 5 percent of cach installment due but unpaid and in addition
1 pereent of the installment for each month (except the first) or frac-
tion thereof during which the installment remains unpaid.  Such addi-
tion to the tax with respeet to any installment due but unpaid shall not
exceed 10 percent of the unpaid portion of such installment. For the
‘purpose of determining the addition to the tax in case of failure to make
and file a timely declaration each installment shall be considered to be
an atount equal to the amount that would have been due and pay-
able if a declaration showing an estimated tax in the amount of the
correct tax had been timely filed, and one such installment shall be
considered due on the 15th day of the last month of that quarter of
the taxable year in which the declaration is required to be filed, and
another such installment shall be considered due on the 15th day of
the last month of each succeeding quarter of the taxable year.

The penalty for failure to pay installments of declared estimated
tax is applicable to delinquency in payment only where the penalty
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for failure to file is not applicable to the taxable year; namely, where
a timely declaration of estimated tax is made and filed or the failure
to so file has been shown to be due (o reasonable cause. The penalty
for nonpayment in sueh eases is based upon the declared amount, but
otherwise is the same as the penalty for failure to file.

Paragraph (2) of subsection (d) retains the penalty provided in sec-
tion 294 (a) (5) of existing law for substantial underestimate of esti-
mated tax; with a limitation, however, designed to make such penalty
inapplicable if taxpayers, under regulations prescribed by the Com-
missioner with the approval of the Seeretary, make timely payment
of estimated tax within or before each quarter in an amount at least
as great as though computed under the law and at the rates applicable
to the taxable year on the basis of the taxpayer’s status at the time
of filing the docﬁu‘ation, but otherwise on the basis of the facts relating
to income and other matters shown on his return for the preceding
taxable year. For the calendar year 1943 the quarters beginning
priar to July 1, 1943, are excluded and, in the usual case, in order to
receive the benefit of the relief provision, the declaration of estimated
tax must have been filed on or before September 15, 1943, and at least
onc-half of the estimated tax must have been paid on or before Sep-
tember 15 and the remainder on or before December 15, 1943,

The House recedes with amendments to clarify and effectuate the
policy of the Senate amendment. _

Amendment No. 30 This amendment eliminates the provision
of the House bill adding a new section to the code to limit the tax
attributable to back pay received or acerued by an individual during
the taxable year. The House recedes with a change in section number
and with the following amendment: \

There is added to section 107 of the code a new subsection (d), which
expands_the definition of “back pay” to include all compensation re-
cetved or acerued during the taxable year by an employce for services

erformed prior to the taxable year for his employer, which would have
Eecn paid prior to the taxable year but for the occurrence of one of the
following events: (1) Bankruptey or receivership of the employer;
(2) dispute as to the liability of the employer to pay such remunera-
tion, which is determined after the commencement of court proceed-
ings; (3) if the employer is the United States, a State, a Territory, or
any political subdivision thereof, or the District of Columbia, or any
agency or instrumentality of any of the foregoing, lack of funds
appropriated to pay such remuneration; or (4) any other event
determined to be similar in nature under regulations prescribed by
the Commissioner with the approval of the Secretm‘y. The term also
includes retroactive wage or salary increases, received in respect of
services performed in a prior taxable year, which have been ordered,
recommended, or approved by any Federal or State agency. “Back
pay’’ also covers payments arising out of an alleged violation by an
employer of any State or Federal law (such as the National Labor
Relations Act or the Fair Labor Standards Act of 1938) relating to
labor standards or practices, to the extent such payments are deter-
mined to be attributable to a prior year. Any amount which is nqQt
includible in gross income under chapter 1 of the code shall not con-
stitute back pay. Remuneration for personal services, including
pensions, retirement pay, bonuses or commissions, which are paid in
the current year in accordance with the usual practice or custom of
the employer, are not ‘“‘back pay’’, even though such amounts are
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received in respect of services performed in a prior year (or prior
years). The term refers only to remuneration, the payment of which
has been deferred by reason of the unusual circumstances of the type
specified in the definition,

The new subsection provides that if the amount of such back pay
exceeds 15 percent of the gross income of the individual for the taxable
yvear, the part of thé tax for such year which is attributable to the
imclusion of the back pay in gross income shall not exceed the sum of
the increases in the taxes which would result from the inclusion of the
respective portions of the back pay in gross income for the taxable
vears to which such portions are respectively attributable, as deter-
mined under regulations prescribed by the Commissioner with the
approval of the Secrctary.

Amendment No. 31; This amendment, for which there is no corre-
sponding provision in the House bill, adds a provision (sce. 112 (b) (7))
to the nonrecognition of gain provisions of the code, under which, in
certain complete liquidations of domestic corporations occurring within
a calendar month of 1944, a limited portion of the gain is not recog-
nized to certain qualified electing sharcholders. ‘The provision is
similar to the provisions of section 112 (b) (7) of the Revenue Act of
1938, providing for a similar limited nonrecognition of gain {0 quali-
fied electing sharcholders of a domestic corporation completely liqui-
dated within the month of December 1938. Section 113 (a) (18) of
the code is amended to provide for the basis of property so distributed.
The House recedes with a change in seetion number.

Amendment No. 32: This amendment, for which there is no corre-
sponding provision in the House bill, contains provisions designed
to cover the reorganization transactions of certain insolvent corpora-
tions (other than railroad corporations) and to resolve some of the
doubts and uncertainties which result from existing law as construed
in the Supreme Court decisions. Subsection (a) of the section in-
serted by this amendment adds to section 112 (b) of the code para-
graph (10), which provides the rule with respect to nonrecognition
of gain. or loss upon the transfer of preperty of the reorganizing
corporation in a taxable year commencing after December 31, 1933,
It is provided that no gain or loss shall be recognized upon the transfer
of the property in pursuance of an order of the court having juris-
diction of the corporation in a receivership, foreclosure, or similar
proceeding or in a proceeding under section 77B or chapter X of the
Bankruptey Act, to a corporation organized or made use of to effec-
tuate a plan of reorganization approved by the court in such pro-
ceeding, 1n exchange solely for stock or securitics in such other cor
ration.  Where the consideration for the transfer consists of other
property or money as well as stock or securities, this amendment, by
making applicable section 112 (d) and (e) of the code, provides that
gain is required to be recognized to the extent of the other property
or money received, but no loss is recognized on the transaction, The
amendment likewise makes applicable section 112 (k) of the code
(relating to assumption of indebtedness). 'Thus the ordinary pattern
of insolvency reorganizations in which the transferee corporation is
required by the decree to provide cash or to assume liabilities for the
payviment of nonassenting creditors or recorganization expenses, or for
the elimination of fractional shares is covered by the amendment
through the operation of section 112 (d) or (e) and (k) in conjunction



46 REVENUE ACT OF 1943

with the new paragraph (10) which is added to section 112 (b). The
definition of “reorganization” contained in section 112 (g) (1) of the
code is specifically made inapplicable to a reorganization covered by
the provisions of the new section 112 (b) (10). It is intended, how-
ever, that only an actual reorganization of & corporation will be covered
as distinguished from a liquidation in a bankruptey proceeding and
sale of property to either new or old interests supplying new capital
and discharging the oblications of the old corporation. In other
words, the type of transaction which was held not to be a reorganiza-
tion under seetion 112 () (1) in the Mascot Stove Co. case (120 ¥, (2d)
163) or in Templeton Jewelers Ine. case (126 F. (2d) 251) would like-
wise not, be covered under these amendments, Tt is also intended that
the business purpose test enunciated in Cregory v. Helvering (203
U. 8. 465), shall likewise apply to transactions under these amend-
ments.  This amendment has no application to reorganizations con-
summated by adjustment of the capital or debt structure of the
insolvent corporation without the transfer of its assets to another
corporation, _ .

In subsection (b) of the section inserted by this amendment corol-
lary rules are provided with respect to the basis of property acquired
on reorganization transactions described in section 112 (b) (10).
Section 113 (a) (21) of the code, which relates to the basis of the
property acquired by a street, suburban, or interurban electric railway
corporation in a reorganization under section 77B of the Bankruptey
Act, as amended, is expanded and made applicable with respect to
the basis of property acquired in reorganization transactions de-
seribed in section 112 (b) (10). Section 113 (a) (21), as amended,
provides that if the property is acquired by a corporation upon a
transfer to which section 112 (b) (10) is applicable, the basis in the
hands of the acquiring corporation shall be the same as it would be
in the hands of the corporation whose property was so acquired,
adjusted to reflect any gain recognized upon the acquisition where
the receipt of other property or money would require the recognition
of gain. It is specifically provided that section 270 of the National
Bankruptey Act shall not apply to reduce the basis by the amount
of any indebtedness canceled in such proceeding.

Sugsect’.ion (d) provides the effective dates of the amendments to
existing law made by this amendment, Under this subsection the
amendments relative to the recognition of gain or loss of the reor-
ganizing corporation and the basis of its property in the hands of
the successor corporntion are made retroactive as if they were a
part of the law back through the Revenue Act of 1934, Thus they
become effective for taxable years beginning after December 31,
1933. For reasons of administration, however, it is provided that
such amendments shall not operate to affect the tax liability for any
taxable year beginning prior to January 1, 1940.  Thus, for example,
in the case of a corporation emerging from reorganization in 1936,
although the amendments with respect to basis will have an indirect
effeet in that deprecintion of assets for the taxable year 1940 and sub-
sequent, years will be computed as if the assets had been carried and
depreciated at the transferor’s basis throughout the intervening years,
1940 will be the first year under this amendment in which the trans-
feror's basis, adjusted for theoretical depreciation sustained in
intervening years, would properly constitute the basis for depreciation
to the reorganized corporation to which this amendment applies.
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Under this amendment it is contemplated that where the excess
profits credit is determined under the invested capital method, the
rule set forth in section 760 of the code will apply to the transferee
corporation. In order that the transferce corporation should not be
allowed the additional credit for new capital where the reorganization
occurs after December 31, 1940, the amendment contains a provision
which adds section 112 (b) (10) to the enumerated sections to which
the new capital provisions do not apply.

The House recedes with amendments broadening the scope of the
section to include provisions relative to the recognition of gain or loss
and basis in the case of the sccurityholders participating in a reorgan-
ization governed by the provisions of the Senate amendments and
making changes relative to the effective dates of the new provisions.
These changes necessitate rearrangement of the several subsections of
the section.  Subsection (b) of the Senate amendment provided the
rule relative to the basis of property acquired in a reorganization
governed by the provisions of new section 112 (b) (10). This was
accomplished through an amendment to section 113 (a) (21) of existing
law. Under the conference amendment the basis provisions are in-
corporated in new section 113 (a) (22), and scction 113 (a) (21) of
existing law is left unchanged. This rearrangement was necessary in
order to avoid a conflict relative to the eflective dates of the two
provisions. The conferces have added a clarifying amendment to
insure that the basis determined under new section 113 (a) (22) shall
not be subject to adjustment under the provisions of section 113 (b)
(3) on account of indebtedness canceled in pursuance of the plan of
reorganization.

The technical amendments found in subsection (¢) of the Senate
amendment are retained in subsection (d) of the conference amend-
ments, '

Under the Senate amendment the provisions of sections 112 (b) (10)
(relating to the recognition of gain or loss on the reorganization) and
113 (a) (21) (relating to basis of property acquired on the reorganiza-
tion) were made effective for taxable years beginning after December
31, 1933, with the proviso that the amendments should rot be applied

_to affect any tax liability for any taxable year beginning prior to
January 1, 1940. Under the conference amendment the effective date
of the amendments is retained, but it is provided that the amendments
shiall not affect the tax liability for any taxable year beginning prior to
January 1, 1943 ‘ .

Under the conference amendment subsection (b) of the section adds
a new subsection (1) to section 112 of the code and provides that the
effect shall be deemed to be included in the revenue laws respectively
applicable to taxable years beginning after December 31, 1931, The
new subsection provides for the nonrecognition of gain or loss to par-
ticipating sharcholders and creditors in a reorgpnization described in
new section 112 (b) (10). Section 112 (1) provides that no gain or
loss shall be recognized upon the exchange of stock or securities of the
old corporation solely for stock or securities in the new corporation.
In order to provide uniform treatment in-all cases, regardless of the
form of the particular transaction, the amendment provides that the -
relinquishment or extinguishment of the property or interest in the
stock or securitics of the old corporation in consideration for the ac-
quisition of stock or securities in the new corporation is the exchange
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which is o be considered the taxable event in a situation of this char-
acter.  No antecedent or component transaction in connection with
stuch relinquishment or extinguishment and subsequent acquisition is
recognized as a taxable event under this amendment.,  Thus the reor-
ganization may take the form of a transfer of the property of the old
corporation to its bondholders upon surrender of the b(mds and a sub-
sequent transfer of the property to the new corporation in ('\ohung(\ ior
stock of such corporation, or the bonds may be transferred to the new
corporation in exchange for stock of such corporation, and subse-
quently surrendered bv the latter in exchange for the property of the
old corporation.  In cither event, the net effeet to the participating
seeurity holders is an exchange of securities of the old ccorporation for
securitios of the new corporation and the transaction is so considered
l)v subsecetion (. .

Subseetion ((l) amends seetion 112 () to provide that if in addition
to the stoek or securities permitted to be received without the recog-
nition of gnin in a (ransaction governed by subseetion (1) the taxpayer

roceives ofhoer property or money, the gain if any shall be recognized
to the extent of such other pmpmly or money. This amendment also
amends seetion 112 (e) to provide for the nonrecognition of loss upon
an exchange deseribed in subseetion (1) if in addition to the stock or
securities wl(-nml to in subscetion (1) the taxpayer receives other
property or money upon such exchange,

An exception to the general rule is provided in those cases in which
the (\rhnnpo (lv\(nlwd in subsccetion (1) occurred in a taxable year
beginning prior to January 1, 1943, For such cases the recognition
or nonrecognition of gain or loss up(m the exchange is made to depend
(1) if the tax Hability Tor such taxable vear has l)vvn finally determined,
upon the treatment aceorded such transaction in such final detormina.
tion, or (2) il the tax linbility for such taxable year has not been,
lnmllv d('lmnnm'd upon the position last mnlnlmnvd by the taxpayer
relative to the recognition or nonrecognition of gain or loss upon such
{ransaction,

For the purpose of the application of the exception provided in
clause (A) of subsection (1) there is a final determination in any case
in which further change in the tax liability for the taxable year is
prevented by reason of a decision of a court, or The Tax Court, or a
closing agreement, or the expiration of the statutory period of limita-
tion upon the mul\m(r of u claim for refund, or the issuance of a
statutory notice of defici deney. The facet that the taxable yvear may be
reopened for the purpose of the application of a %pocml statute
of limitations as in the case of bad debts, or under a provision such as
section 3801 or 734, does not prevent a (lvtormnmtlon from becoming
final within the meaning of this seetion.  The statute applies, how-
ever, only in the case nf o determination which becomes final bofore
the ninetioth day after the date of the enactment of the Revenue
Act of 1943, This provision affords a reasonable time for the appli-
cation of the new provision with respeet to the recognition or non-
recognition of gain or loss on the transaction before a determination
is deemed finel,

Clause (B) of subseetion (1) relates only to taxable years for which
there has been no final determination within the meaning of clause (A).
Under this clause the recognition or nonrecognition of gain or loss
upon the exchange depends upon the latest treatment accorded such
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exchange by the taxpayer prior to December 15, 1943. For such pur-
pose the treatment accorded the exchange means the position formally
maintained by the taxpayer relative to the recognition or nonrecog-
nition of gain or loss in his return or amended return for the taxable
year, in a claim for refund, in a proceeding before a court or the Board
of Tax Appeals, or in some formal action taken in connection with a
proposed determination of his tax liability for sueh taxable year,

Subsection (¢) of this section, under the conference amendment, pro-
vides technical amendments making applicable section 113 (a) (6) of
the Internal Revenue Code to determine the basis of property acquired
by participating sccurity holders upon a transaction governed by the
provisions of new seclion 112 (1) of the code. -

By subscetion (e) provisions having the effect of the amendment
addingscction 112 (1) are deemed to be included in the revenue laws
respectively applicable to taxable years beginning after December 31,
1931,

Amendment No. 33: This amendment, for which there is no corre-
sponding provision in the House bill, adds a new paragraph to section
113 (a) of the code to provide a rule which may apply at the election
of the taxpayer to determine the invested capital and the basis of the
assets of a corporation (other than a railroad corporation) following
a bankruptey or receivership reorganization under which the existing
corporate entity is retained, The Senate recedes. ,

Amendiment No. 34: This amendment, for which there is no corre-
sponding provision in the House bill, adds to scetion 113 of the code
a new paragraph to provide for the nonapplication of section 270 of
the Bankruptey Act, as amended, in the case of certain reorganiza-
tions occurring under section 77B of such act. The effect of the
amendment is to prevent reduction of the basis of the assets of the
reorganized corporation by the amount of the indebtedness canceled
in the proceeding in those cases in which the reorganization is con-
summated by the adjustment of the capital or debt structure of the
existing corporation, and the final judgment or decree in the reor-
ganization procceding was entered prior to September 22, 1938.
Cases in which the reorganization is consummated by a transfer to
another corporation of the assets of the corporation undergoing reor-
ganization are not affected by the amendment. A provision having
the effect of the amendment shall be deemed to be included in the
revenue laws respectively applicable to taxable years beginning after
December 31, 1935. \ ‘

The House recedes with an amendment renumbering the section,
technical amendments clarifying the language of the provision, and
inserting the new provision as paragraph (4) of section 113 (b), relating
to adjusted basis, instead of paragraph (23) of section 113 (a), relating
to basis,

Amendment No. 35: This amendment, for which there is no cor-
responding provision in the House bill, permits an election by the
taxpayer, upon certain counditions, to have gain not recognized upon
sales or exchanges of radio broadeasting properties required by the
IFederal Communications Commission by order or as a condition to
approval of certain applications. The House recedes with a change
in section number and with amendments providing as follows:

94002-—44—4
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In view of the fact that the Commission does not order or require
any particular sale or exchange, it has been deemed more appropriate
to provide that the election, subject to the other conditions imposed,
shall be available upon certifieation by the Commission that the sale
or exchange is necessary or appropriate to effectuate the policies of
the Commission with respect to ownership or control of radio broad-
casting stations. The subscction, however, is not thereby made
applicable to eases of sales or exchanges made necessary not by reason
of Commission policies as to ownership or control but as a result of
other matters, such as operation of a broadcasting station either in a
manner determined by the Commission to be not in the public interest
or in violation of other Federal or State laws: The amendment as
agreed to in conference also makes it clear that the property sold or
exchanged or the property similar in service or use into which such
property is converted may be stock, whether in a controlling amount or
otherwise, in a corporation operating a radio broadeasting station, as.
well as brondeasting properties themselves, It has also been made
clear that the election to treat the sale or exchange as an involuntary
conversion under section 112 (f) and the election to reduce the basis of
depreciable property remaining in the hands of the taxpayer are sepa-
rate and distinet elections which may be exercised independently of
each other. However, cither election once made is binding -as to the
particular sale or exchange for the taxable year arid all subsequent tax-
able years,  An election to reduce the basis of property remaining in
the hands of the taxpayver may not be made with respect to any portion
of the proceeds of the sale or exchange used to establish a replacement
fund pursuant to an election to have the benefits of section 112 (f) even
though the entire amount of such fund is not subsequently expended in
the acquisition of property similar or related in service or use to the
property disposed of,

Amendment No. 36: This is a change in section number. The
House recedes with a further change in section number.

Amendments Nos, 37, 38, 39, 41, 42, 45, and 46. These amend-
ments made to section 114 of the House hill include tale and barite
in the list of mines which are entitled to depletion at the rate of 15
ercent, of the gross income from the property (subject to other
imitations in the code), and exclude tale and barite from the list of
mines entitled to depletion based on discovery value. These amend-
ments do not apply with respeet to any taxable year beginning on or
after the date of the termination of hostilities in the present war, as
defined in subsection () of this section. The House recedes as to
these amendments with a clerieal amendment to amendment No. 37
changing the seetion heading, '

Amendments Nos, 40, 48, and 50: These are clerical amendments.
The House recedes as to these amendments with a clerical change in
amendment No. 40.

Amendments Nos. 43, 44, and 51: Under section 114 of the House
bill, potash mines and deposits were allowed percentage depletion in
an amount equal to 23 percent of the gross income from the property
(subject to other limitations in the code), and were excluded from the
list of mines entitled to discovery value depletion; these provisions
were not to be applicable to any taxable year beginning on or after
the date of the termination of hostilities in the present war, These
amendments provide that potash mines or deposits shall be allowed
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depletion based upon 15 percent of the gross income from the prop-
erty, instead of 23 percent, and remove the restriction contained in
the House bill which would make inapplicable such allowance for
taxable ycars beginning on or after the date of the termination of
hostilities in the present war. It is contemplated that the regulations
to be issued by the Commissioner will provide that potash salts in
solution are deemed to be a natural deposit. The House recedes.

Amendments Nos. 47 and 49: For the purposes of section 114" (b)
(4) of the code amendment No. 47 defines the torm ‘‘gross income from
the property’”’ upon which is based the allowance for percentage
depletion, Thus “gross income from the property’”’ means gross
income from “mining,” and “mininﬁ:” is considered to include the
ordinary treatment processes normally applied by mine owners or
operators in order to obtain the commercially marketable mineral
product or products as well as the extraction of the ores or minerals
from the ground. The costs of any process or service which does not
cunstitute an ordinary treatment process is to be excluded in deter-
mining gross income from mining, Several specified processes have
been listed as being included in the term “ordinary treatment proc-
esses.”  The principles set forth in this amendment are made expressly
applicable to mining for the purposes of sections 731 and 735 of the
code. Amendment No. 49 makes amendment No, 47 effective as if
it were a part of the Internal Revenue Code and the Revenue Acts of
1938, 1936, 1934, and 1932 on the date of their respective enactments,
The House recedes with amendments which strike out the next to
the last sentence of the subparagraph added by amendment No. 47,
which provided that the costs of any process or service which does not
constitute an ordinary treatment process is to be excluded in determin-
ing gross income from mining, and with an amendment excludi
clectrolytic deposition, roasting, thermal or electric smelting an
refining from the definition of “‘ordinary treatment processes’” and
which rephrase tho retroactivity provisions in amendment No. 49.-

Amendment No. 52: This amendment, for which there is no cor-
responding provision in the House bill, provides that, in computing
percentago depletion under section 114 (b) (4) of the code in the case
of potash (whether extracted from a mine or from a brine or other
deposit), there shall be included in gross and net income from the
property the income from other minerals or mineral salts extracted
from such property. The Senate recedes.

Amendment No. 53: This amendment, for which there is no cor-
responding provision in the House bill, amends section 116 of the code
(relating to exclusions from gross income) by adding at the end thereof
subsection (j) which provides for the following three new classifications
which are to be considered as exclusions from gross income: (1) In the
case of a clerk or employee in the Foreign Service of the United States,
amounts received as cost-of-living allowances under authority of sec-
tion 3, as amended, of the act of February 23, 1931; (2) in the case of
an ambassador, minister, diplomatic, consular, or Foreign Service offi-
cer, amounts received as post allowances under authority of section 12,
as amended and renumbered, of the act of May 24, 1924; and (3) in
the case of other civilian officers or employees of the Government of
the United States stationed outside continental United States, amounts
received as cost-of-living allowances in accordance with regulations
approved by the President. The House recedes with a change in.
section number,
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Amendment No. 54: This amendment, for which there is no corre-
sponding provision in the House bill, adds a new section to the bill
limiting the definition of “capital assets” in section 117 (a) (1) of the
code 80 as not to include stock or securities of any corporation subject
to part I of the Interstate Commerce Act, when held by a corporation
whose prineipal business is that of a common carrier by railroad or a
corporation, the assets of which consist principally of stock in such
corporations and which does not of itself operate a business other than
that of a common earrier by railroad.  'The Senate recedes.

Amendment No. 55: Section 142 of the Revenue Act of 1942 added
to the code section 112 (b) (9) (relating to nonrecognition of loss on
certain railroad reorganizations) and section 113 (a) (20) (relating to
basis of property acquired by railroad corporations in certain railroad
reorganizations), applicable with respect to transactions occurring
after December 31, 1939, By section 142 (d) of the Revenue Act of
1942, sections 112 (b) (9) and 113 (a) (20) were made applicable to
taxable years beginning after December 31, 1939, Under this amend-
ment, for which there is no corresponding provision in the House bill,
sections 112 (b) (9) and 113 (a) (20), as added to the code by section
142 of the Revenue Act of 1942, are made applicable to transactions
oceurring after December 31, 1938, and section 142 (d) of the Revenue
Act of 1942 is amended so as to make sections 112 (b) (9) and 113 (a)
(20) applicable to taxable years beginning after December 31, 1938.
The House recedes with o change in seetion number.

Amendment No, 56: This amendment, for which there is no cor-
responding provision in the House bill, adds a new subparagraph to
section 710 (¢) (3) to provide thau if the basis of the property of a
railroad corporation (as defined in section 77m of the National Bank-.
ruptey -Act, as amended) is prescribed by section 113 (a) (20), the
acquiring corporation and the corporation whose property was ac-
quired, within the meaning of section 113 (a) (20), shall be deemed to
be the same taxpayer for the purposes of the unused excess profits
credit adjustment.  The Senate recedes.

Anmmllnmn(, No. 57: This amendment, for which there is no cor-
responding provision in the House bill, adds a new subscetion (k)
to section 117 of the code and amoends section 117 (j).  Section 117 (k)
(1), as added by this amendment, provides that a taxpayer which
has owned, or has had a contract right to cut, timber for a period of
more than 6 months prior to the beginning of the taxable year may
cleet in his return for such year to treat the cutting of such timber-
during the year as a sale or exchange of such timber.  1f such election
has been made, the timber shall be considered “property used in the
trade or business” of the taxpayer for the purposes of section 117 (j),
and gain or loss to the taxpayer shall be recognized in an amount
equal to the difference between adjusted basis for depletion of such
timber in the hands of the taxpayer and the fair market value of
such timber as of the first day of the taxable year in which such
timber is cut. . Such fair market value shall thereafter be considered
as the cost of such cut timber to the taxpayer for all purposes for:
which such cost is a necessary factor. An election made by a tax-
payer under section 117 (k) (1) shall be applicable with respect to all
timber owned by the taxpayer or which the taxpayer has a contract
right to cut, and shall be binding upon the taxpayer for the taxable-
year for which the election was made and for all subsequent years
unless the Commissioner, on a showing of undue hardship, permits the-
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taxpayer to revoke his election, Such revocation shall preclude any
further election under section 117 (k) (1) except with the consent
of the Commissioner.

Under section 117 (k) (2), as added by this amendment, if a tax-
payer who has owned timber for more than 6 months disposes of such
timber under any form or type of contract by virtue of which the
owner retains an economic interest in such timber, the difference
between the amount received for such timber and the adjusted basis
for dopletion of such timber in the hands of the owner shall be con-
sidered as though it were a gain or loss, as the case may be, upon the
sale of such timber, Such timber shall be considered “property used
in tlze) trade or business’’ of the owner for the purposes of section
117 (§). .

Sectionn 117 (j) (1) of the code is amended by including within the
-definition of “property used in the trade or business’’, timber as pro-
vided in section 117 (k), It is further provided that the amendments
made with respoct to the disposal of timber by the owner thoreof
under section 117 (k) (2) of the code, and section 117 (j) of the code
as expanded by this amendment to the extent that it relates to such
disposal, shall {e effective as if they wero a part of the Internal Reve-
nue Code and of each prior revenue law on the dates of their respec-
tive enactments, _

The House recedes with a change in section number and with an
amendment to section 117 (k) (1) to provide that the cutting of
timber (for sale or for use in the taxpayer’s trade or business) during
a taxable year by the taxpayer who owns, or has a contract right to
cut, such timber (providing that he has owned such timber or has
held such contract right for a period of more than 6 months prior to
the beginning of such year) shall be considered as a sale or exchange
of such timber cut during such year, if the taxpayer so elects upon
his return for such year, with an amendment striking out the references
to section 117 (j) from sections 117 (k) (1) and (2), and with a further
amendment to section 117 (j) (1) to provide that the term “propert?:
used in the trade or business’” includes timber with respect to whic
section 117 (k) (1) or (2) is applicable. - As the result of the amendment
to section 117 (j) (1), timber as to which an election has been made
under section 117 (k) (1) or which is described in section 117 (k) (2)
shall be governed by the provisions of section 117 (j) for all taxable
years to which suc}); latter section is applicable. The amendment
made with respect to section 117 (k) (2) shall be deemed te be in-
cluded in the revenue laws respectively applicable to taxable years
beginning after February 28, 1913, The amendment made with
respect to section 117 (j) (1) shall be effective as if it were made by
section 151 of the Revenue Act of 1942, ,

Amendment No. §8: This amendment changes the section number
and title; the House recedes with a further change in section number.
+  Amendments Nos. 59 and 60: These amendments change the section
title; the House recedes.

Amendment No. 61: The House bill added a new section 129 to
chapter 1 under which a deduction, credit, or allowance is disallowed
(or allowed only in such part as is consistent with the prevention of
the avoidance) in any case in which any person or ‘persons acquire,
on or after October 8, 1940, an interest in or control of a corporation
or property, if the Commissioner finds that one of the principal pur-
poses for which such acquisition was made oravailed of is the avoidance
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of Federal income or excess-profits taxes by securing the benefit of
such deduction, eredit, or other allowance,

As amended by the Senate bill, section 129 disullows a deduction
credit or allowance (or allows only such part as is consistent with the
prevention of the evasion or avoidunce) in any ¢ase in which any person
or persons acquire, on or after October 8, 1940, control (more than
50 pereent) of u corporation, if the principal purpose for which such
acquisition was made is evasion or avoidance of Federal income or
excess-profits taxes by securing the benefit of a deduction, credit, or
allowance which such person would not otherwise enjoy, then such
deduction, eredit, or other allowance shall not be allowed.

The House recedes with a change of seetion number and with afurther
amendment. , Under the conference agreement, section 129 disallows
a deduction, eredit, or allowance (or allows only such part as is con-
sistent, with the prevention of the evasion or avoidance) in any caso
in which (1) any person or persons acquire on or after October 8,
1940, control of a corporation, or (2) any corporation acquires on or
after October 8, 1940, directly or indivectly, property of another
corporation (not controlled, direetly or indirectly, immediately prior
to such acquisition by such acquiring corporation or its stockholders)
the basis of which propoerty in the hands of the acquiring corpora-
tion is determined by reference to the basis in the hands of the
transferor corporation, if the principal purpose for which such ac-
quisition was made is evasion or avoidance of Federal income or
excess profits taxes by sccuring the benefit of a deduction, credit,
or allowance which such person would not otherwise enjoy.  Under
the conference agreement, “control” is specifically defined. ~ The defi-
nition adds preeision to the phrase “acquire, on or after October 8,
1940, * * * control” but does not change the primary meaning
of “acquire” as used in the Senate amendment.  Thus, if A, who, on
October 7, 1940, and at all times thereafter, owns 40 percent of the-
stock of corporation X (having at such times only one class of stock
outstanding), acquires on October 8, 1940, an additional 10 percent
of such stock, an acquisition (within the meaning of such phrase)
is made by A on October 8, 1940,

Under the conference agreement, the categories of tax evasion and
tax avoidance sclected for specific treatment under section 129 are.
those characterized either by the acquisition of control of a corpora-
tion, or by the acquisition of property (with a transferred basis) by one
corporation from another not controlled immediately prior to such
acquisition by such first corporation.  As contrasted with the House
bill, the conference agreement narrows the scope of the section, con-
sidered desirable in view of the extent to which the House provision
overlapped the broad provisions of sections 45 of the code (control
cases) and 141 of the code (aflilinted cases), and of the principle of
Higgins v. Smith (308 U. S, 473), and in order to emphasize the special
function of the section, namely, to give tax enforcement agencies o
clear hasis for administration in those areas in which abuses are most
apt to oceur,  The shifting within a controlled group of property or an
enterprise in the attempt to preserve to the transferor, or the underly-
ing interest, a deduction, credit, or allowance reasonably related to the

roperty or enterprise once owned but since parted with, is governed

y scction 45, as is a similar shift designed to afford the new owner a
deduction, credit, or allowance, having a reasonable relationship to the
old owner but not with the new.
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Section 128 as renumbered under the conference agreement is de-
signed to make definite and clear that the evasion or avoidance
arrangements within the section are legally ineflective, to insure that
the small minority who have indulged in these schemes take nothing by
their artifice, and to protect the overwhelming majority of taxpayers
who have refused to participate in such transactions. The intent
under the conference agreement is that the scetion shall not be con-
strued as in any way abrogating, delimiting, or superseding, the full
application of (1) the principle established by the Supreme Court
in Higgins v. Smith (308 U. S. 473), and applied in the numerous
cases cited in the reports of the House and Senate committees; (2) or of
the requirements of sections 45, 141, and other provisions of the code
specifically dealing with the prevention of evasion or avoidance.

Amendments Nos. 62 and 65: These Senate amendments inserted
the phrase “evasion or' in order to conform the language to that of
Senate amendment No. 61.  The conference agreement as to Senato
amendment No. 61 retains the phrase “evasion or” in view of the use
of the term elsewhere in the code and in order to make clear that the
result denoted in section 129 by “evasion or avoidance’ is that which
would be referred to inordinary usage cither as “evasion’” or as “‘avoid-
ance’’ (including cases not cognizable under the eriminal or adminis-
trative penalty provisions of law); the House recedes.

Amendments Nos. 63, 64, and 66: These Senate amendments strike
the phrase “or availed of” appearing in the House bill in order to con-
form the language to that used in Senate amendment No. 61, under
which the determination of the purpose for which an acquisition was
made necessarily requires a scrutiny of the entire circumstances in
which the transaction or course of conduct occurs, in connection with
the tax result claimed to arise therefrom. The House recedes,

Amendment No. 67:-This Senate amendment restricted the retro-
activily of section 122 of the Senate bill (renumbered sec. 128) to all
acquisitions made with fraudulent intent to evade tax, In the House
bill the section was applicable to all taxable years beginning after
December 31, 1939, ’l‘Re House recedes with an amendment,

An acquisition made with fraudulent intent to evade tax is incapable
of having the legal effect of giving the benefit of a deduction, credit,
or allowance to any taxpayer. Section 128 (¢) under the conference
agreement makes section 128 applicable to taxable years beginning
after December 31, 1943, and explicitly states:

The determination of the law applicable to prior taxable years shall be made
as if this section had not been enacted and without inferences drawn from the fact
that the amendment made by this scetion is not expressly made applicable to
prior taxable ycars,

The conference agreement contemplates, as respects taxable years
beginning prior to January 1, 1944, that tax administration for such
taxable ycars will proceed upon the basis that existing law is fully
operative, and that in such administration the circumstance that spe-
cific categories of tax evasion or avoidance are selected for specific
statutory treatment for taxable years beginning after December 31,
1943, may not be treated as abridging, restricting, or limiting the full
application of any applicable law or rule of law (whether explicit or
implicit in the c¢ode, or in judicial decisions, or whether as yet applied
to particular situations or as yet decided). 'The conference agreement
on scction 128 (as renumbered) further contem})lates that, as respects
any taxable year (beginning before, on, or aiter January 1, 1944),
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section 128 ghall not be read as approving or validating by inference,
implication, or otherwise, any tax avoidance or evasion device, action,
or result (whether within or without the categories of sec. 128), or as
diminishing in any manner the efficacy of any law or rule of law in the
prevention of distortions or perversions,

Amendment No. 68: This amendment, for which there is no corre-
sponding provision in the House bill, adds a new section 130 to the
code, to limit in the case of individuals the amount of deductions
attributable to a trade or business which are otherwise allowable in
any given taxable year, If the deductions attributable to a trade or
business carried on by an individual exceed the gross income from
such business for each-of 5 consecutive taxable years, regardless of the
amount of such excess, the net income of such individual for each of
such years is to be reccomputed. In recomputing the net income for
each of such years, deductions attributable to such trade or business
shall be allowed only to the extent of $20,000 plus the gross income
attributable to such trade or business, In making such recomputa-
~tions, the net operating loss deduction provided in section 23 (s) of
the code shall not be allowed. The House recedes with a change of
scction number and with an amendment revising tlie provisions of the
new scetion 130 in the following particulars:

Under the Senate amendment, a recomputation is required if the
deduetions allowable to an individual and attributable to a trade or
business earried on by him for 5 consecutive years have, in cach year,
exceeded the gross income therefrom. The conference amendment
requires a recomputation only if such deductions, but not including
taxes and interest, have in each of such years, exceeded by more than
$50,000 the gross income derived from such trade or business,

The Senate provisions preseribe that in such recomputation of the
net income of each of the 5 consccutive years the deduetions shall be
allowed only to the extent of $20,000 plus the gross income from the
trade or business. The conference amendment raises this $20,000
figure to $50,000, and excludes from the deductions to be disallowed
upon the recomputation the deductions otherwise allowable in re-
speet of taxes and interest,  On the basis of such recomputation of
net income, the conference amendment provides for a redetermination
of the tax imposed by this chapter, If for any such taxable ycar the
assessment of a deficiency is prevented, except for the provisions of
sections 3801 and 3807, by tho operation of any law or rule of law
other than section 3761, relating to compromises, any increase in the
tax previously determined for such year shall be deemed a deficiency
under this section.  Notwithstanding any law or rule of law (other
than section 3761), any amount deemed a deficiency under this sec-
tion may be assessed as if on the date of the expiration of the time
preseribed by law for the assessment of a deficiency for the fifth tax-
able year of the 5 consecutive taxable years, one year remained before
the expiration of the period of limitation upon assessment for any of
such years. However, in applying the provisions of section 130 to a
taxable year open for asscssment without regard to the limitation
provisions of that section, the deficiency or overpayment will be the
actual deficiency or overpayment, :

The conference amendment provides that this new section shall be
applicable to taxable years beginning after December 31, 1939, but
shall not affect any tax liability for any taxable year beginning prior
to January 1, 1944,
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The amendment has no application to any occupation or activity
which is not a trade or business regularly carricd on by the taxpayer.
The limitations placed upon the application of the provisions of the
amendment are not to be uscd either directly or by implication as
indicia in determining whether the occupation or activity is a trade or
business or for the production of income.

Amendment No. 69: This amendment, for which there is no corre-
sponding provision in the House bill, amends subsections (b) and (f) of
section 131 of the code (which limit the credit allowed for taxes of
foreign countries and possessions of the United States) to assure in all
cases the technically correct formulas for relating the income of the
taxpayer from foreign sources to the taxpayer’s total income and for
fixing the amount of taxes deemed to have been paid by a corporation
on dividends received from its foreign subsidiary.

Existing formulas in 131 (b), in the case of corporate taxpayers,
relate net income from a foreign country and from all foreign sources
to normal-tax net income plus the credit for adjusted oxcess-profits
net income under section 26 (e) of the code.  The amendment effected
by subsection (a) of this section would relate normal-tax net income
from a foreign country and from all foreign sources to entire normal-
tax net income. 1In determining normal-tax net income from such
sources a portion of the credit under section 26 (e) is allocated to
such income, determined by the relationship of the excess-profits
net income from such sources to the entire excess profits net income.
In the application of the provisions added to scetion 131 (b), as in
the case of the related section 729 (d) providing for a credit for foreign
tax against the chapter 2 E excess-profits tax, “entire excess-profits
net income”’ will have to be determined in accordance with regulations,
taking cognizance of problems presented by such sections as 721, 726
731, and 736 (b) which affect the taxable excess-profits net income and
the amount of the chapter 2 E tax against which the credit is taken
under section 729 (d).

Subsection (b) of this amendment amends subsection (f) of section
131 to eliminate the proviso thercin reading as follows:

* * %  Proyided, That the amount of the tax deemed to have been paid by
such domestic corporation under this subsection shall in no case excced the same
proportion of the tax against which credit is taken which the amount of such
dividends bears to the amount of the normal-tax net income of the domestie
corporation in which such dividends are included., * * *

This proviso has the effect of confining the credit for the tax deemed:
to have been paid by a parent corporation on dividends received
from its foreign subsidiary to the chapter 1 tax and preventing such
tax deemed to have been paid from being available, in part, as a
credit against any chapter 2 E tax.

The amendments made by subsection (a) of this section will be
cffective for taxable years beginning after December 31, 1941; the
amendment made by subsection (b) of this section will be effective
for taxable years beginning after December 31, 1939.

The House recedes with a change in section number. .

Amendment No. 70: This amendment, for which there is no corre-
sponding provision in the House bfll, amends section 141 (e) of the
code to provide that certdin types of corporations, which under exist-
ing law would be exempt from the excess-profits tax if they were not-
members. of an affiliated group filing consolidated: returns, shall not:
be includible corporations entitled to join in the filing of consolidated
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returns (unless they have hlv(l a required consent for any taxable year
beginning after December 31, 1943, to be so included). Thus the
exemption from (‘Mtvss—plohts tax has been preserved to these cor-
porations unless they cleet otherwise by consenting to be treated as
meludible corporations.  These corporations are personal-service cor-
porations (see. 725), personal-holding companies as defined in section
H01 (sec. 727 (0)), certain domestic cmp()mti()m satisfying the pmvi-
csions of seetion 727 (¢), and certain corporations subject to the provi-
stons of title 1V of llw Civil Ammmntus Act of 1938 (see. 727 (h)).
The House recedes with a change in seetion number,

Amendment No. 710 This amendment, for which there is no corre-
sponding provision in the House bill, reduces the rate of withholding
at the souree to 10 pereent of the gross amount of the wages of non-

residdent. alien individuals brought into the United States under the
authority of the War Manpower Commission for temporary employ-
ment essentinl to the war effort. The House recedes with a change
in section number,

Amendment No. 72: "This amendment, for which there is no corre-
sponding pmvlsmn in the House bill, adds o new paragraph (4) to
section 162 (). Through application of section 162 (d) (2) and (3)
(A) it is possible in some cases that the amount of the deductions
allowed in computing the net income of an estate or trust, and re-
quired to be included in the net income of legatees, heirs, or bene-
ficiaries, will exceed the net income of the estate or trust for its
taxable year.  Such excess deductions result in a form of double
taxation which this amendment avoids, by providing that if the
(lv(ll.otmns allowed to an estate or trust. solely by reason of section

62 (d) (2) and (3) (A) in respecl, L of income pnvnblo to legatees,
h(-ns, or Iwno!u inries exceed the net income of the estate or trust for
such year, computed without such deduetions, the amount of such
excess shall not be included in ('ompullng the net income of such
legatees, heirs, or beneficiaries.  The floor amendment by the Senate
to this section ns reported out by the Senate Finance Committee
mervely clarified the language of the section without change as to
substance or the upph(ublhw of the detailed discussion of seetion
127 contained in the Senate I&inance Committee Report.  The House
recedes with a change in seetion number,

Amendments Nos. 73 and 74: These are clerical amendments.  The
House recedes with a further change in section number as to amend-
ment No. 73,

Amendments Nos. 75, 76, 77, 78, and 79: The House bill added a
new subsection (¢) to seetion 167 of the code to provide that income
shall not. be taxable to the grantor under section 167 (a) of the code
or any other provision of chapter 1 thereof merely because such income,
under stated circumstances, may be applied or distributed for the sup-
port or maintenance of a henofl('mrv, such as the wife or child of the
grantor, whora he is legally obligated to support, excopt to the extent
that such income is actua ly so applied or distributed. Amendments
Nos. 75, 76, and 77 arve of a clanfying character, desngned to ca
out the original intention undmlymg new subscction (¢). The House
bill provided for the retronctive application of the amendments made
thereby but forbade the allowance of refund or credit in those cases
where such allowance was barred by any provision or rule of law.
Amendments Nos. 78 and 79 authorlzo credit or refund notwithstand-
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ing any provision or rule of law (with certain stated exceptions) which
would otherwise prevent such credit or refund. The House recedes.

Amendment No. 80: This section, for which there is no correspond-
ing provision in the House bill, provides that mutual fire insurance
companies exclusively issuing perpetual or refundable single premium
policies, shall be taxed substantially as stock insurance companies
other than lifo and mutual marine insurance companies under section
204 of the code instead of as at prescnt under the provisions of section
207 of the code, applicable to mutual insurance companies other than
life or marine. 'The House recedes with a change in section number.

Amendment No. 81: This amendment changes a section number.
The House recedes with a further change of section number.,

x]\mcndmenb No. 82: This is a clerical amendment. The House re-
cedes. .

Amendment No. 83: This amendment eliminates the provision of
the House bill relating to the effective dato of the amendments made
by part 11 of title I of the House bill, relating to withholding at source
on wages, The House recedes.

Amendment No. 84: This amendment eliminates the provisions of
the House bill relating to definitions affecting status for withholding
of tax at source on wages. The House recedes.

Amendment No, 85: This amendment eliminates the provisions of
the House bill amending section 1622 of the code, relating to income
tax collected at source.  The House recedes with a change in scetion
number and a further amendment as follows: ’

Seetion 1622 (h) (1) of the code, relating to withholding-exemption
certificates, is amended so as to permit an employer to give immediate
effeet only to changes of status occurring on or before July 1, of the
calendar year. Where a withholding-exemption certificate is fur-
nished on account of a change of status occurring after July 1, of the
calendar year, such change shall not be given effect until the first
payment of wages made on or after January 1 of the succeeding
calendar year, _

Amendment No. 86: This amendment, for which there is no corre-
sponding provision in the House bill, is designed to correet a technical
drafting error made in section 710 (a) (1) (B) of the code, as added by
section 202 of the Revenue Act of 1942, whereby a public utility
would hecome subject to the 80-percent income and excess-profits tax
limitation and would have its excess-profits tax liability reduced by
virtue of the credit for dividends paid on its preferred stock during the
taxable year. The credit for dividends paid provided ih section 26 (h)
of the code, however, was intended as a credit only for purposes of the
surtax, The amendment provides that for purposes of the 80-percent
tax limitation corporation surtax net income shall be computed without
regard to 80 percent of the credit for dividends paid provided in sec-
tion 26 (h). This not only corrects the error but also provides that a
yublic utility subject to the 80-percent tax limitation obtains the same
I)eneﬁt from the payment of dividends on its preferred stock as a public
utility which is not subject to the 80-percent limitation. The House
recedes. .

« Amendment No. 87: This is a clerical amendment. The House
recedes. L _

Amendments Nos. 88, 89, 90, and 91: Under the House bill, the -
excess-profits credit bdsed upon an invested capital over $10,000,000 .
but not over $200,000,000 was $700,000 plus 5 percemt of the excees -
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over $10,000,000. Upon an invested capital over $200,000,000, the:
excess-profits eredit was $10,200,000 plus 4 percent of the excess
over $200,000,000. These amendments eliminate the separate provi-
sion of the House hill in the ease of invested capital over $200,000,000,.
and provide that in the ease of invested capital over $10,000,000,
the excess-profits eredit shall be $700,000 plus 6 percent of the excess
over $10,000,000. The House recedes.

Amendment No. 92: This is a clerical amendment. The House
recoedes,

Amendments Nos, 93 and 94: These are technical amendments
designed to permit the compilation by the Commissioner of cases in
which relief under section 722 has been allowed, whether or not such
cases relate to taxable years beginning after December 31, 1943.
The House recedes. .

Amendments Nos. 95 and 96: Under the House bill which included
lessors within the scope of section 735 of the code, the term “lessor’”
was defined as a corporation which owns an cconomic interest in a
mineral property or a timber block, and is paid in accordance with the
number of mineral or timber units recovered from the mineral property
or timber block by the producer to which such property or'block is
leased by the. lessor,  These amendments change the word “pro-
ducer” to “person’” and climinate the requirement that such person
must be the person to which the mineral property or timber block is
leased by the lessor. Thus, individual lessces as well as sublessces
are included within the purview of section 735 as respects lessors.
The House recedes. ‘

Amendments Nos. 97, 98, 99, 101, 103, 104, 106, and 107: Under
the House bill, relief under section 735 was extended to natural-gas
~companies which were defined as corporations engaged in the with-
drawal or transportation by pipe line of natural gas. In the case of a
natural-gas company, any of the natural-gas property of which was
in operation during the base period, the nontaxable income from
exempt excess output for any taxable year was the amount equal to
the excess output for such year multiplied by one-half of the unit net
income for such year. The term “natural-gas property” was defined
as the property ol a natural-gas company used for the withdrawal,
storage, and transportation by pipe line of natural gas, excluding any
})art of such property which is an emergency facility under section 124,

n determining the excess output, which meant the excess of the
natural-gas units for the taxable year over the normal output, the
term “natural-gas unit” was defined as a unit of natural gas sold by
a natural-gas company, and the term “normal output” was defined
as the average annual natural-gas units sold in the taxable years
beginning after December 31, 1935, and not beginning after December
31, 1939, of the person owning the natural-gas property (whether or
not the taxpayer). The term ‘“unit net income” in the case of a
natural-gas property was defined to mean the amount ascertained by
dividing the net income, computed in accordance with regulations
prescribed by the Commigsioner with the approval of the Secretary,
from such property during the taxable year by the number of natural-
gas units sold in such year.

The amendments added by the Senate extend relief to a natural-gas
company only with respect to the income derived from the withdrawal
of natural gas from natural-gas properties in which the natural-gas.
company owbs an economic interest and do not extend such relief to



REVENUE ACT OF 1943 61

any income attributable to storage, transportation, or distribution of
such gas. Thus, amendments Nos. 97 and 98 redefine the term
“natural-gas company’’ to mean a corporation engaged in the with-
drawal of natural gas from natural-gas property in which it owns an
economic interest and which was in operation during the base period.
Amendments Nos. 106 and 107 provide that in the case of a natural-
gas company the nontaxable income from exempt excess output for
any taxable year shall be an amount equal to the excess output for
such yoar from natural-gas properties in which it owns an economic
interest multiplied by one-half of the unit net income for such year.
For purposes of determining the excess output the term ‘“‘natural-gas
unit,’” as redefined by amendment No. 99, means a unit of natural gas
withdrawn from a natural-gas property, and the term ‘“normal out-
put,’”’ as redefined by amendment No. 101, means the average annual
natural-gas units withdrawn in the base period (taxable years begin-
ning after December 31, 1935, and not beginning after December 31,
1039) of the person owning the natural-gas property (whether or not
the taxpayer). As redefined by amendment No. 103, the. term
“nat,um{-gns property’” means a gas well, the development and plant
necessary for the withdrawal of natural gas therefrom, and so much
of the surface of the land as is negessary for such wibhdmwul, exclud-
ing any part of such property which is an emergency facility under
section 124. The definition of unit net income in respect of a natural-
gas company, as changed by amendment No. 104, means the amount
ascertained by dividing the net income, computed in accordance with
regulations prescribed by the Commissioner with the approval of the
Secretary, from the natural-gas property during the taxable year by
the number of natural-gas units withdrawn from such property in such
year. The-Senate recedes.

Amendments Nos, 100 and 102: These amendments are technical
amendments simplifying the use of the term ‘“‘base period” in section
735 (a) (4), as amended. The-Senate recedes,

Amendment No, 105: Under the House bill nontaxable income from
exempt excess output from a coal mining or iron mining property or
a timber block which was not in operation during the base period was
an amount equal to one-sixth of the net income for such taxable year
computed with the allowance for depletion from the coal or iron min-
ing property or from the timber block, as the -case¢ may be. This
amendment changes tho allowance from one-sixth to one-half of
such net income for the taxable year. The Senate recedes.

Amendment No. 108: The section of the House bill relating to non-
taxable income of certain industries with depletable resources was
made applicable to taxable years beginning after December 31, 1943,
except that insofar as it related to lessors of mineral properties and
timber blocks in operation during the base period-and to natural-gas
ompanies, it was applicable to taxable years beginning after Decem-
ber 31, 1941. The Senato amendment changes the applicability pro-
visions to make all the amendments applicab%o with respect to taxable
years beginning after December 31, 1941, The Scenate recedes. -

Amendment No, 109: Section 727 (h) of the code provides that-a
ccorporation subject to the provisions of title IV of the Civil ‘Aero-
nautics Act of 1938 shall be exempt from the excess profits tax, if,
after excluding from its gross income compensation received from the
United States: for the transportation of mail by aireraft, its -adjusted
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excess profits net income for such year is zero or less. 'This amoend-
ment, for which there isi no corresponding provision in the House
bill, provides that the exclusion of air-mail compensation shall also
be made in determining the amount of the unused excess profits
credit for such year available under section 710 (¢) as an offset to
adjusted excess profits net income in other taxable years, To the
extent, however, that the unused excess profits credit adjustment is
sttributable to the exclusion of mail pay, such credit is available to
the taxpuayer solely for the purposes of applying section 727 (h); i. e,
only if such unused excess profits credit adjustment coupled with the
exclusion required for the current year, again produces a zero adjusted
excess profits net income.  This amendment is effective as of the date
of the enactment of the Excess Profits Tax Act of 1940. The House
recedes with technical amendments serving to clarify the language of
the provision, and to provide that the amendment made shall be
effective as if it were a part of the Kxcess Profits Tax Act of 1940 on
the date of its enactment,

-Amendment No. 110: This amendment, for which there is no cor-
responding provision in the House bill, chunges, for the purposes
of part 111 of subchapter E of chapter 2 of the code, the definition
under existing law of the term “tax imposed under this subchapter”
in the case of taxable years beginning in 1941 and ending after June
30, 1942. Under the amendment the {erm means, in the case of
such taxable years, the portion of the tentative excess profits tax
determined under section 710 (a) (3) (B) of the code. The House
recedes.

Amendments Nos. 111, 112, 113, and 114: These amendments are
clerienl.  The House recedes.

Amendments Nos. 115 and 116: These amendments are technical.
The House recedes.

Amendment No. 117: The House bill provides that, in case of a
credit or refund of an overpayvment of excess profits tax for a taxable
year for which a post-war credit is provided, bonds issued with respect
to a taxable year prior to that for which the overpayment is made
may be made uyai&nblc for adjustment. DBy striking out the words
“or a previous taxable year”, this amendment has the effect of limit-
ing the bonds subject to adjustment in such case to the bonds issued
with respect to the taxable year for which the overpayment is made.
This change in the provision with respect to the adjustment of the
bonds makes such provision conforin in this regard to the provision
with respect to the adjustinent of the post-war credit. The House
recedes.

Amendments Nos, 118 and 119: These are technical amendments.
The House recedes.

Amendment No. 120: This is a clerical amendment. The House
recedes, ‘

Amendment No. 121: This amendment, for which there is no corre-
sponding provision in the House bill, adds a new puaragraph (2) to
section 781 (d) of the code.  Section 781 (d) relates to the lunitation
on the post-war credit with respect to the excess profits tax. Para-
graph (2) preseribes a special rule for the computation of the limitation
on the posi-war credit for a taxable year beginning in 1941 and end-
ing after June 30, 1942, The House rocedes with an amendment
which corrects a technical imperfection in the Senate amendment.
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The portions of the tentative excess profits taxes determined under
section 710 (a) (3) (A) and (B) of the code are the portions of the
tentative taxes prior to the credit under section 729 (¢) and (d) of
the code for tax paid or accrued to a forcign country or possession of
the United States and prior to the adjustment under section 734 of
the code on account of position inconsistent with prior income tax
liability. The credit under section 729 (c¢).and (d) and the adjust-
ment under section 734 are applied against the sum of the portions
of the tentative excess profits taxes finally determined under section
710 (a) (3). Therefore, Senate amendment No. 121 fails to prescribe
the proper rule for computing the limitation on the post-war credit
for a taxable year beginning in 1941 and ending after June 30, 1942,
whenever a credit under section 729 (¢) and “(d) or an adjustment
under section 734 is involved. This imperfection is corrected by the
conference amendment. The amount of tax which would be payable
to the United States under subchapter E of chapter 2 of the code if
the portion of the tentative tax determined under section 710 (a)
(3) (B) were reduced by 10 percent, as used in the conference amend-
ment, means the sum of (1) the portion of the tentative tax determined
under section 710 (a) (3) (A), and (2) 90 percent of the portion of the
tentative tax determined under section 710 (a) (3) (B), after proper
allowance is made for any allowable credits or adjustments, such as a
credit under section 729 (¢) and (d) or an adjustment under sec-
tion 734.

Amendment No. 122: This is a clerical amendment. The House
recedes.

Amendment No. 123: This is a technical amendment. The House
recedes.

~ Amendment No. 124: This is a clerical amendment. The House
recedes. .

Amendment No. 125: The House bill provides that the amendments
made by subsections (a), (b), (c), and (d) of section 250 shall be
effective as if made by section 250 of the Revenue Act of 1942, This
provision as changed by amendment No. 125 provides that the amend-
ments made by subsections (b), (¢), and (d) of section 250 of the
Senate bill, and the amendments made by subsection (e) of section
250 of the Senate bill (except with respect to credits or refunds made
on or prior to the date of the enactment of this act) shall be effective
as if made by section 250 of the Revenue Act of 1942, Subsections
(b), (c), (d), and (e) of the Senate bill correspond to subsections (a),
(b), (¢), and (d) of the House bill. The change made by this amend-
ment with respect to credits or refunds made on or prior to the date of
the enactment of this act is substantive. Under the Senate amend-
ment, section 781 (b) of the code in force under existing law rather
than such section as amended will be applicable with respect to those
cases where an overpayment of excess profits tax, for a taxable year
for which a post-war credit is provided, is credited or refunded on or
prior to the date of the enactment of this act. The House recedes,

Amendment No. 126: This amendment provides that the amend-
ment made by section 250 (a) of the Senate bill, and the amendment
made by section 250 (f) of the Senate bill inserting a new paragraph
(2) of section 781 (d) of the code, shall be applicable with respect to
taxable years beginning in 1941 and ending after June 30, 1942. The
House recedes with a technical amendment.
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Amendments Nos. 127 and 128: These amendments are clerical.
The House recedes.

Amendment No. 129: This amendment, for which there is no cor-
responding provision in the House bill, amends section 783 (b) (2) of
the code, relating 1o one of the limitations on the eredit against the
excess profits tax for debt retirement in the case of taxable years be-
ginning after September 1, 1942, Seetion 783 (b) (2), as amended,
provides in effect that the eredit for debt retirement with respeet to the
taxable yvear shall not exceed an amount equal to 40 percent of the
amount by which (1) the amount of indebtedness as of September 1,
1942, or (2) the smallest amount of indebtedness as of the close of any
preceding taxable yoar ending after September 1, 1942, whichever
amount is the lesser, exceeds the amount of indebtedness as of the
close of the taxable year.  The amendment is made applicable with
respeet. to taxable years beginning aftér December 31, 1942, The

“House recedes with an amendment.,

The conference amendment clarifies the amendment to section 783
(h) (2) of the code by the use of more precise language, 1t further
provides that the amendment to section 783 (b) (2) shall be applicable
to taxable years beginning after September 1, 1942, instead of to tax-
able years beginning after December 31, 1942, The conference
amendment also adds a new subsection (¢) to this seetion of the bill,
Section 783 (n) of the code makes the allowanee of the eredit for debt
retirement conditioned upon an elecetion to take such credit. made by
the taxpayer in its return for the taxable year with respect to which
such eredit is allowable.  With respeet to the eleetion to take ceredit
for debt retivement against the exeess profits tax imposed for a taxable
year ended prior to the date of the enactinent of this act, this confer-
ence amendment makes a speeial exceeption to the general rule under
seetion 783 (n) as to when the eleetion to take the eredit must be
made. The exeeption applies only to an clection to take such portion
of the credit with respeet to a taxable year ended prior to the date of
the enactment. of this net as is attributable to the change in the limita-
tion under seetion 783 (b) (2) made by this section of the bill.  The
new subsection (¢) provides that such election may be made within
ninety days after the date of the enactment of this act.

Amendment No. 130: The House bill increased the tax applicable
to jewelry, cte., sold at retail; from 10 percent to 20 percent of the
price for which so sold. The amendment makes the imcreased rate
mapplicable to watches selling at retail for not more than $65, and
alarm clocks selling at retail for not more than $5.  The House recedes.

Amendments Nos. 131, 132, 137, 143, 149, 166, and 167: The House
bill amended section 3268 of the Internal Revenue Code, which imposes-
on cvery person who operates a bowling alley, billiard room, or pool
room a special tax of $10 per year for each bowling alley, billiard
table, or pool table, to increase the tax with respeet to billiard and
pool tables to $20 per table.  The House bill also suspended the {ax
imposed by section 3268 with respect to bowling alleys and imposed
a tax equivalent to 20 percent of all amounts paid for the privilege
of bowling at any bowling alley. The amendments increase the tax
for each bowling alley to $20 per year, eliminate the tax on amounts
paid for the privilege of bowling, and provide that no tax shall he
imposed with respect to a billiard- table or a pool table in a hospital
if no charge is made for the use of such table. The House recedes.
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Amendments Nos, 133, 134, 135, 136, 138, and 145: The House
bill increased the tax on the amount paid within the United States
for each international telegraph, cable, or radio dispatch or message
e(uw,l to 10 percent of the amount so paid to 15 percent of such amount,
The amendments restore the existing rate of 10 percent. The
House recedes as to these amendments with a clerical amendment to
amendment No. 135.

Amendment No. 139: The House bill increased the tax applicable
to amounts paid for admission to any place from 1 cent to 2 cents for
cach 10 cents or fraction thereof of such amounts. The amendment
substitutes a tax of 1 cent for each 5 cents or major fraction thereof.
The House recedes. -

Amendment No. 140: The House bill increased the tax applicable
with respect to amounts paid at cabarets, roof gardens, ete., from
5 to 30 percent of such amounts, The amendment reduces the rate
to 20 percent., The Senate recedes.

Amendment No. 141: The House bill increased the rate of the tax
on fur articles sold at retail equivalent to 10 percent of the price for
which so sold to 25 percent of such price. The amendment reduces
the rate to 20 percent. The House recedes.

Amendment No. 142: The House bill increased the tax on toilet
preparations sold at retail equivalent to 10 percent of the price for
which so sold to 25 percent. The amendment reduces the rate to
20 percent. The House recedes.

Amendment No. 144: The House bill increased the tax applicable
with respect to electric light bulbs and tubes from § percent to 25 per-
cent. The amendment reduces the rate to 15 percent. The House
recedes with an amendment increasing the rate to 20 percent.

Amendment No. 146: The House bill increased the rate of tax
equivalent to 15 percent of tlie amount paid for leased wires, etc., to
20 percent of the amount 30 paid. The amendment further-increases
the rate to 25 percent. The House recedes.

Amendment No. 147: The House bill increased the rate of the tax
equivalent to 6 percent of the amount paid for wire and equipment
service to 7 percent. The amendment further increases the rate to
8 percent. The House recedes.

Amendment No. 148: This amendment, for which there is no corre-
sponding provision in the House bill, reduces to 15 percent the tax
on luggage, etc., sold at retail, which, as imposed by the House bill,
was equivalent to 25 percent of the price for which so sold. The
House recedes with an amendment fixing the rate at 20 percent.

Amendment No. 150: This amendment eliminates the tax imposed
by the House bill on the conducting of parimutuel or totalizator
wagering on any racing or other sporting event equal to 5 percent of
the total amount wagered and received into the parimutuel or total-
izator pool, to be paid by the person conducting or having control
thereof. The House recedes.

Amendment No. 151: This amendment makes a change of section
number; and the House recedes. :

Amendments Nos. 152 and 1563: These amendments relate to the
exemption granted by the House bill from increased excise tax with-
respect to an article covered by a lease, contract of sale, conditional
sale or chattel mortgage, where delivery was made before the effective -

04092—44-—05
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date of title TII of the Revenue Act of 1943. The amendment re-
quires as & further condition to the exemption that a part of the
consideration shall be paid before such date. The House recedes.

Amendments Nos. 154 and 155; These amendments change section
numbers.  The House recedes. )

= Amendment No. 156: This is a technical amendment. The House
reeedes,

Amendment No. 157: This amendment changes a section number.
The House recedes.

Amendment No. 158: This is a technical amendment. The House
recedes.

Amendments Nos. 159, 160, and 161: The House bill provided that
the increase in the rate of tax with respect to billiard and pool tables
shall be effective only with respect to the period beginning July 1, 1944,
The amendments substitute a provision, covering bowling alleys, the
tax on which was increased by another amendment, as well as billiard
and pool tables, that the increase in the tax rate shall continue ef-
fective through June 30 next following the first day of the first month
which begins 6 months or more after the date of termination of hos-
tilities in the present war as defined in chapter 9A of the Internal
Revenue Code added by the House bhill.  The House recedes.

Amendments Nos. 162, 163, and 164: These amendments deal with
the time of applicaticn of increases in the rates of the taxes imposed
by section 3465 (1) (2) and (3) of the Internal Revenue Code and re-
late such increases to the first day of the first month beginning after
the effective date of title 111 of the Revenue Act of 1943, instead of
the effective date of such title as provided by the House bill. The
House recedes.

Amendment No. 165: This amendment adds a provision, for which
there is no corresponding provision in the House bill, to exempt from
the tax on amounts paid at cabarets, roof gardens, cte., any amount
paid by himself or another for any patron or guest who is a member
of the military or naval forces of the United States, or of any of the
other United Nations, and is in uniform. The Senate recedes,

Amendments Nos. 168, 169, and 170: These amendments continue
as to the American National Red Cross the exemptions, made inap-
plicable to the United States by the House bill, from taxes with respect
to telegraph, telephone, radio, and cable facilitics and the transporta-
tion of persons and property.  The House recedes. -

Amendment No. 171 This is a clerical amendment. The House
recedoes.

Anmendments Nos. 172 and 179: The House bill terminated the tax
excmption with respect to amounts paid for the transportation of
property to or from the Government of the United States. These
amendments continue the exemption with respect to amounts paid by
or to the War Shipping Administration for the transportation of
property by water from one point in the United States to another,
except between points on the Great Lakes, for the period beginning
December 1, 1943, and ending on the first day of the first month
which begins 6 months or more after the date of the termination of
Thostilities in the present war, The House recedes.

Amendments Nos. 173 and 175: These are technical amendments.
The House recedes. ' ~
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Amendments Nos. 174, 176, and 178: The House bill terminated
tax exemptions applicable with respect to certain articles sold by cer-
tain persons for the exclusive use of the United States but continued
the exemptions. as to articles sold pursuant to contracts entered into
prior to the effective date of the amendments which terminated the
exemptions. The amendments made to the House bill enlarge the
provisions of the House bill relating to articles sold under contract
to cover articles sold pursuant to any agreement or change order sup-
plemental to such contract bearing the same Government contract
number. The House recedes. ‘ :

Amendment No. 177: This amendment corrects a clerical error.
The House recedes.

- Amendment No. 180: This amendment adds a new subsection,
which provides that notwithstanding the termination of exemptions
with respect to articles sold or services rendered to the United States,
the Secretary of the Treasury may, under conditions stated, authorize
exemptions from the taxes imposed by chapter 19, 29, or 30 of the
code as to any particular articles or services to be purchased by the
United States. The authorization to provide exemption does not
include authorization of exemption from taxes such as those imposed
by subchapter B of chapter 29, from which the United States has not
been heretofore exempt; but other statutory or executive authority
to grant such exemption is not impaired. The subsection is not
applicable to any contract entered into on or after the first day of the.
first month which begins 6 months or more after the date of the
termination of hostilities in the present war. The House recedes with
a technical amendment,

Amendment No. 181: The House bill increased the rate of draw-
back of distilled spirits tax paid with redpect to such spirits used in
the production of certain nonbeverage products from $3.75 to $5 per
. proof gallon, this increased rate to be applicable for the period in
which the war tak rates specified by code section 1650 are in effect,.
The amendment increases the $5 rate allowed by the House bill to
$6. The-House recedes. _ A

Al;umdmenb No. 182. This is a technical amendment. The House
recedes.

Amendment No. 183: This amendment adds to section 309 of the
House bill another subsection designated (d). This additional sub-
section amends code section 3250 (I) (1), relating to eligibility for
draw-back on fully tax-paid domestic distilled spirits used in the
manufacture of certain nonbeverage products, The amendment dis-
penses with one of the present requirements of eligibility, i. e., that
such products be “sold or otherwise transferred for use for other than
beverage purposes.” Under the amendment eligibility for the draw-
back is acquired as.of the time the spirits are used in conformity with
the statute. The House recedes. ‘

Amendment No. 184: This amendment adds subscction (e) to
section 309 of the House bill. This subsection provides that distilled
spirits used prior to the effective date of title II]i in the production of -
certain nonbeverage products, and which are not covered by any
claim filed in conformity with law prior to such effective date, shall be
regarded as so used during the quarter in which such effective date
occurs, and the claim filed by any person for such quarter shall include
the draw-back claimed wit-fs\7 respect to such distilled spirits, but no
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claim shall be allowed which was barred by any provision of any
prior law. The House recedes.

Amendment. No, 185: This amendment eliminates the exemption
allowed by the House bill of silver-plated flatavare from the tax on
jewelry, ete., sold at retail.  The Senate recedes. o

Amendment No. 186: This amendment exempts household type
electrie vacuum-cleaners from the tax on electric, gas, and oil appli-
ances sold by the manufacturer.  The House recedes with an amend-
ment renumbering the seetion, -

Amendment No. 187: T'his amendment, for which there is no cor-
responding provision in the House bill, provides for refund, credit, or
abatement of the tax on luggage sold by the manufacturer, producer,
or importer, prior to the effective date of the scction relating to the
retailers’ excise tax on luggage, and held on such effective date by a
dealer for sale.  The Senate recedes.

Amendment No. 188: This amendment eliminates the increase
made in the House bill of the rate of postage on all mail matier of the
third class by an amount equal to the rate provided by existing law
The House recedes.

Amendments Nos, 189, 190, 191, 192, 193, 194, 195, and 196, inclu-
sive: These amendments change section numbers.  The House recedes,

Amendment No. 197: This amendment strikes out section 501 of
the House bill.  I'he House recedes with an amendment adding a new
subsection (k) to section 811 of the code and changing present sub-
seetion (k) to subsection (I).  New subscetion (k) provides that if the
value of stock or securities in a corporation cannot be determined with
reference to sales prices or bid and asked prices by reason of the
ahsence of sales thereof and their not being listed on an exchange, the
value of such stock or sccurities shall be determined by considering,
in addition to all other relevaunt factors, the value as of the applicable -
valuation date of stock or securitics in corporationg engaged in the
same or a similar line of business which are listed on an exchange.
The effect of this subsection is to clarify the consideration by the
Commissioner, along with other evidentiary factors, of the value of
listed stock or sccurities in corporations engaged in the same or a sim-
ilar line of business.  The Commissioner retains his present authorit
under the law to determine the precise weight to be accorded all
pertinent factors affecting value, depending on the facts of each case,

Amendment No. 198: This amendment strikes out section 502 of
the House bill.  The House recedes.  (See amendment No. 199.)

Amendment No. 199: This amendment adds, in licu of section 502
of the House bill, a new subsection (e) to section 1000 of the code and
a new subscction (¢) to scction 501 of the Revenue Act of 1932,
designed to prevent inequities in certain instances affected by the
decisions of the United States Supreme Court in Fstate of Sanford v.
Commiassioner (308 U. S, 39) and Rasquin v, [Tumphreys (308 U. S. 54)
(November 6, 1939). The House recedes with three amendments:

The first provides that the present rule whereby gift tax is imposed
upon the payment of income to-a beneficiary or upon some other
disposition of the income is not affected as long as the grantor retains
a power over future income from the trust property. For example, if
a grantor created & trust in 1930, reserving a power to change the
beneficiaries and their proportionate interests with respect to principal
and income, but witl:out retaining a power to revest the property in
himself, and terminates his reserved power in 1944, so that Ke is no
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longer able to change the beneficiaries or their respective interests, the
interim payment of income to any beneficiary or other surrender by
the grantor of control over such income prior to such termination is
nevertheless a taxable gift and to be treated accordingly. The same
result follows if a similar trust was created while a gift-tax law was in
effcct and the grantor, prior to January 1, 1945, terminates the afore-
said reserved power, consenting to treat the original transfer in trust
in the calendar year in which effected and for all periods thereafter as
having been a transfer subject to gift tax, The second amendment,
adding a new subsection (¢) to the Senate provision, disallows interest
on any overpayment resulting from the application of new section
1000 (e) of the code, or new section 501 (¢) of the Revenue Act of
1932. The third amendment eliminates the final subscction of the
Senate provision because it is unnecessary.

The conferees do not consider it necessary to insert any explicit
provision relating to the telinquishment of such administrative
powers as & power of investment or a power to vote stock constituting
the principal of a trust, whether or not such powers are held in con-
junction with a power to change the benoficiaries of the trust or to
alter their respective interests, since a gift is completed, for purposes
of the gift tax, upon the termination by the grantor of his power to
recapture the trust property or otherwise modify the terms of the
trust so as to make other disposition of the property (Estate of San.
ford v. Comm., 308 U. S. 39 (1939); Smith v. Shaughnessy, 318 U, S-
176 (1943); Robinette v. Helvering, 318 U. S. 184 (1943)).

Amendment No. 200: This amendment is clerical. The Senate
recedes. :

Amendment No. 201: This amendment eliminated the provision in
the House bill authorizing the appropriation of sums necessary to pay
those excise taxes with respect to which Government exemption %as
been terminated and which required certain reports to be filed per-
taining to the tax paid for the transportation of persons on Govern-
meunt business. - The House recedes.

Amendment No. 202: This amendment makes the special 7-year
geriod of limitation for overpayments resulting from deductions for

ad debts and worthless securities applicable with respect to taxable
years beginning after December 31, 1937. The House recedes with a
change in section number.

Amendment No. 203: This amendment, for which there is no
corresponding provision in the House bill, extends, for estate and gift
tax purposes, the time for effecting a tax-free relcase of a power of
appointment created on or before October 21, 1942. The House
recedes with a change in section number.

Ameoendment No. 204: This amendment provides for the repeal of
section 6 (¢) of the Current Tax Payment Act of 1943 (relating to
additional increase in 1943 tax where income is substantially increased
in comparison with income for base year), as well as section 6 (d)
(4) of such act (relating to section 107 income attributed to base
year), section 6 (d) (5) of such act (relating to partnership business
formerly operated as corporation), and section 6 (e) (2) of such act
(relating to extension of time for payment of increase in 1943 tax
under section 6 (c¢) of such act). In addition the amendment effects
technical amendments to section 6 (d) of such act (relating to rules.
for the application of subsections (a) and (b) of section 6 of such
act). The Fouse recedes with a change in section number. -
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Amendment. No, 205: This amendment, permits, from the effactive
date of the act and for the duration of the war and for 6 months
thereafter, the importation free of duty of a lighter weight of news-
print. paper than that permitted under the existing provision -of

~paragraph 1772 of the Tariff Act of 1930. The amendment has no

other effect on the existing law as to free-of-duty importation of
standard newsprint paper as administered by the Treasury Department
under the regulations promulgated by it than the particular changes
in specifications set forth., The House recedes with an amendment
as to the newsprint paper to be affected and a further amendment
making the amendment applicable only so long after the effective
date of the act as newspaper publishers continue to be limited by
Federal law, regulations, or orders as to the amount of paper to be
used by them in publication of their newspapers.

Amendment No. 206: _This amendment, for which there is no corre-
sponding provision in the House bill, amends, effective as of January
1, 1942, section 1830 of the Internal Revenue Code, which relates to
tax-free exportation of playing cards, to permit tax-free shipment to
a possession of the United States, and until the date on which the
President proclaims that hostilities in the present war have terminated,
tax-free removal of such cards for shipment to a Territory of the United
States for the use of members of the military or naval forces of the
United States.  The House recedes with clerical amendments.

Amendment No. 207: This amendment, for which theroe is no corre-
sponding provisian in the House bill, effects an amendment to section
23 (k) (5) (B) of the code with respect to losses on secucities in affiliated
corporntions. Under existing law a corporation is to be considered
as an affilinte of the taxpayer for the purpose of the deduction involved
only if more than 90 percent of the aggregate of its gross income for
all taxable years has been from sources other than royalties, rents,
dividends, interest, annuities, or gains from sales or exchanges of stock
or securities.  ‘T'wo exceptions are made by the amendment: (1) Rents
derived from rental of properties to employees of the corporation in
the ordinary course of its operating business are excluded from the
term “rents”’; and (2) interest received on the deferred purchase price
of operating assets sold is excluded from the term “interest.””  The
amendment is made effective with respeet to all taxable years begin-
ning after December 31, 1941, the effective date of the. provision
amended.  The House recedes with an amendment effecting s similar
change in section 23 (g) (4) (B) of the code.

Amendment No. 208: This amendment, for which no corresponding
provision appeared in the House bill, makes so much of section 169
of the Revenue Act of 1942 which added paragraph (3) to section
322 (b) of the Internal Revenue Code and subsection (b) of section
169 retroactively applicable in certain cases to taxable years beginning
prior to January 1, 1942,

Under section 276 (b) of the code, the taxpayer and the Commis-
sioner may agreo in writing to extend beyond the period prescribed
in.section 275 the time within which the Commissioner may make an
assessment, Paragraph (3) of section 322 (b) in effect automatically
extends the period in such ease within which the taxpayer may file
claim for eredit or refund, or within which credit or refund may be
allowed or made if no claim is filed. Such section likewise provides
appropriate limitations on the amount of credit or refund which may
be allowed or made in such case.
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Section 169 (b) of the Revenue Act of 1942 amended section 322 (d)
of the code in several particulars as to when credit or refund of an
overpayment found by The Tax Court could be allowed or made,
Such amendment permits ap overpayment found by The Tax Court
to be credited or refunded if The Tax Court determines as part of its
decision that the amount to be credited or refunded was paid within
2 years of the time an agreement to extend the period of time within
which an assessment might be made was executed by the taxpayer
and the Commissioner, or within 3 years of the time such agreement
was executed if such agreement was exccuted within 3 years of the
time the return was filed by the taxpayer.

The above amendments were made applicable by section 101 of the
Revenue Act of 1942 only to taxable years beginning after December
31,1941. It has, however, been recognized that in numerous instances
taxpayers have executed agreements extending the period of time
within which assessments might be made with respect to taxable years
heginning prior to January 1, 1942, and that there has been no similar
extension of time within which a claim for credit or refund might be
filed, or credit or refund allowed or made if no claim’is filed. These
amendments are, therefore, now made retroactively applicable to any
taxable year beginning prior to January 1, 1942 if, and only if, on the
date of the enactment of the Revenue Act of 1943, or on some future
date, the Commissioner would be barred from making an assessment
but for the fact that the taxpayer and the Commissioner have executed
an agreement under the provisions of section 276 (b) of the code or
corresponding provisions of prior revenue laws to extend beyond the
period provided in section 275 of the code or corresponding provisions
of prior revenue laws, the time within which the Commissioner may
make an assessment.

The above amendments will not be applicable to any taxable year
beginning prior to January 1, 1942, which was closed prior to the date
of the enactment of the Revenue Act of 1943 in the sense that the
Commissioner does not have the authority to make an assessment with
respect to such year on such date or on some later date. The amend-
ments likewise will not be applicable to any taxable year beginning
prior to January 1, 1942, solely because the Commissioner has the
authority to make the assessment with respect to such year on the date
of the enactment of the Revenue Act of 1943, or on some later date,
unless the Commissioner would be precluded from making such assess-
ment but for the fact that an agreement of the type described above has
heen executed (whether before, on, or after the date of enactment of
the Revenue Act of 1943) by the Commissioner and the taxpayer.
The amendments will, however, be applicable to all taxable years
beginning prior to January 1, 1942, if on the date of the enactment of
the Revenue Act of 1943, or on some future date, the Commissioner
would be barred from making an assessment with respect to such tax-
able year but for such an agreement. In such case the amendments
will be applicable regardless of whether or not the Commissioner ac-
tually does make an assessment. The amendments will continue to
he applicable to all taxable.years beginning after December 31, 1941,

The House recedes with an amendment adding a new subsection (b)
to provide that, notwithstanding any other period of limitation, if the
transferee of a taxpayer has signed waivers extending the period within'
which the Commissioner might assess the liability with respect to the
tax of the taxpayer for a taxable year beginning in 1936 against such
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transferee and if The Tax Court of the United States finds that such
transferee has made an overpayment with respect to the tax of the
taxpayer for such taxable year, such overpayment shall, when the
decision of The Tax Court becomes final, be credited or refunded to
the transferee. The amount of the credit or refund is not to exceed
the amount paid by the transferce with respect to the tax of the tax-
payer for such taxable year within the 4 years immediately preceding
the date the transferce signed such waivers, .

Amendment No.-209: This amendment, for which no corresponding
provision appeared in the House bill, changes section 602 of the code,
relating to the definition of net income for the purposes of the declared
value excess profits tax, so as to exclude therefrom the excess of the
net long-term capital gain over the net short-term capital loss. The
amendment is applicable to taxable years beginning after December
31, 1943, 'The House recedes. :

Amendment No. 210: Sections 812 (d) and 861 (a) (3) of the code
now provide that any interest falling into a bequest, legacy, devise,
or transfer to charity by reason of an irrevoc&b(}e disclaimer of such
interest by another beneficiary is deductible from the gross estate
as a part of such bequest, legacy, devise, or transfer to charity, if
the disclaimer is made prior to the date prescribed for the filing of
the estate-tax return. This amendment, for which there is no cor-
responding provision in the House bill, adds a special provision to the
effect that in the case of a decedent dying on or before October 21,
1942, an otherwise valid disclaimer will be recognized if made prior to
September 1, 1944, The House recedes.

Amendment No. 211: This amendment, for which there is no
corresponding provision in the House bill, adds a new subsection (f)
to scction 151 of the Revenue Act of 1942, so as to make retroactive
subscctions (a) and (b) of such secction (relating to the exclusion of
certain real property from the definition of capital asset and to gains
and losses from involuntary conversion and from the sale or exchange
of certain property used in the trade or business) as if they were a part
of the Internal Revenue Code and title I of the Revenue Act of 1938
on the date of their respective enactments. The Senate recedes.

Amendment No. 212: Under this amendment, for which there is
no corresponding provision in the House bill, the provision of section
115 (a) which defines a dividend to include, in addition to a distribu-
tion out of earnings and profits, any distribution of a personal holdin
company is qualified so as to apply to any distribution of a persona
holding company only to the extent of its subchapter A net income,
whether or not the distribution would be a dividend as otherwise
defined in that section. This amendment is to be effective for all
taxable years beginning after December 31, 1941, The House recedes
with clerical amendments and a change in section number.

Amendment No. 213: Section 514 of the bill, as passed by the
Senate (renumbered 513), proposed to add a new section 3807 to the
Internal Revenue Code, relating to the period of limitations in case
of related taxes under chapters 1 and 2 of the code. The conference
committee made changes in the wording 6f such section in order
properly to carry out the intent of the section,

All tho taxes imposed under chapters 1 and 2 of the code are related
in that they are based on income._ The same items of income gener-
ally enter mto the computations of the amount of income which is
subject to the soveral taxes imposed under such chapters 1 and 2.
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Some of ‘these taxes are also related in the sense that one tax may be
a deduction in computing the amount of income which is subject
to one of the other taxes, or the amount of income subject to one of
such taxes may be a credit against net income for purposes of one or
more of such taxes. A changce in one tax may preduceresults in a
sccond tax in either or both of the following ways: (1) The amount
of the first tax (or the amount of income subject to such tax) may be
altered and, therefore, the proper deduction (or credit) in computing
the second tax should be correspondingly changed; and (2) if the
change in the first tax consists of an adjustment of an item which
likewise entered into the computation of the income subject to the
second tax, a corresponding adjustment should properly be made in
the amount of the income subject to the second tax. Similarly, a
determination that a corporation is liable for one of the taxes, may
result in exemption from another, or vice versa. For example, a
determination that a corporation is hable for a personal holding
company tax should result in exemption from the excess profits tax,
Under the present provisions of law each tax imposed by chapters
1 and 2 1s considered a separate tax, cach with its own substantive
and administrative provisions. Each such tax has its own period of
limitations for assessing such tax and for allowing credit or refund
for an overpayment of such tax. Such periods of limitation do not
necessarily - expire at the same time in the case of the several taxes.
The result of such different periods of limitations is that appropriate
adjustments in the second tax even when the first tax has been changed
sometimes cannot be made. This, in some cases, results in prevent-
ing the Commissioner from assessing a deficiency and in others in
preventing the taxpayer from receiving a credit or refund. The
Commissioner might likewise be barred from making an assessment,
or the taxpayer from receiving a credit or refund by some provision
of law or rule of law other than that relating to the statute of limi-
tations, : B
Section 3807, as added to the code by this amendment, in effect
provides that if as a result of a determination in respect of a tax
imposed by chapter 1 or 2 a deficiency is assessed, or a credit or refund
of an overpayment is allowed, within the period of limitation properly
applicable thereto, certain adjustments of the types described a%ove
may be made for the same taxable year in any other tax imposed by
chapter 1 or 2; that is, (1) if the application of the law or facts
which was the subject of such determination to any other tax imposed
by chapter 1 or 2 would result in an increase or decrease in the amount
of such other tax as previously determined, and (2) if at any time
within 1 year from the time the deficiency was assessed,-or-eredit or
refund allowed, in respect of the first tax, the assessment of the_defi-
cieney, or the allowance of a credit or refund, in respect of such other
tax is prevented (except for the provisions of section 3801 or 734 of
the code) by the operation of any provision of law or rule of law (other
than this section 3807 or section 3761 of the code relating to compro-
mises), then the increase or decrease in such other tax shall be con-
sidered a deficiency or overpayment, as the case may be. Such
increase may be assessed as a deficiency even though in fact there is
no actual deficiency in respect of the given taxable year, or such de-
crease may be refunded even though in fact there is no overpayment.
If an assessment or refund is permissible under the law during part of
such 1-year period without regard to section 3807, any assessment
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1
made, or refund allowed, during such part of the 1-year period must,
of course, be the assessment of an actual deficiency or the refund of an
actual overpayment,

In determining whether there is any such increase or decrease in the
amount of tax previously determined, changes shall be made only in
the items which were the subject of the determination in respect of the
first tax and items which are affected thereby. Thus, if for the taxable
year 1940 the taxpayer should be allowed a refund of income tax based
upon the determination that too small an amount had been deducted
for depreciation, the changes which could be made in the excess-profits
tax under the provisions of this section would include not only the
amount which should be properly deducted as depreciation in com-
puting excess profits net mcome, but also other items such as the
amount of any deduction, credit, allowance, or-adjustment which is
limited, directly or indirectly, to or by the amount of net income or net
income from the property, and also the amount which should properly
be deducted, in computing excess profits net income, in respect of the
income tax imposed under chapter 1.

Such increase or decrease, if paid or refunded, shall not be recovered
by any suit on the ground that there was no actual deficiency or over-
payment. Any amount paid as a deficiency, or refunded as an
overpayment, under the provisions of this section can be recovered by
a claim for refund or suit for refund or suit for an erroncous refund
only if such claim 6rsuitis based upon an item which was the subject
of the determination in respect of the first tax or an item affected
thereby, i can be recovered in connection with a subsequent applica-
tion of this section 3807.

Any increase or decrease determined as deseribed above may be
assessed, or eredited or refunded, as if on the date the deficiency is
assessed, or credit or refund allowed, in respect of the first tax, 1 year
remained before the expiration of the period of limitation upon assess-
ment or filing claim for refund of overpayment of the tax in respect of
which such increase or decrease is determined.  All provisions of law,
e. g., the suspension of the running of the statute of limitations under
the provisions of section 277 of the code in case a deficiency notice is
“sent to the taxpayer, not inconsistent with the provisions of this section
will be applicable to the assessment of such increase or the refunding
of such decrease.  Such increase may be assessed, or decrease refunded,
notwithstanding any provision of law, such as section 272 (f) of the
code, or any rule of law (e. g., res judicata), other than section 3807
itself or section 3761, relating to compromises. Section 3807 may, of
course, operate several times upon the same tax, and likewise may
operate simultancously on several taxes.

Section 3807 is to be applicable to afliliated groups which file con-
solidated returns, and is to operate whether the determination in
respect of the first tax is in respeet of the tax reported on the basis of a
consolidated return, or in respect of a tax reported on the basis of a
separate return. In the case of a member of an affiliated group, the
words “any other tax of the taxpayer’” is to include any other tax
imposed by chapter 1 or 2 upon any other member of the group,
whether such tax is reported on the basis of a consolidated return or on
the basis of-a separate return. Thus, if a deficiency is assessed, or &
refund allowed, in respect of a tax reported on the basis of a consoli-
dated return, adjustments may be made in respect of the other taxes
of the affiliated group reported on the basis of a consolidated return
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and also in respect of the taxes of all the members of such group not
reported upon the basis of such a consolidated return. Similarly, if
the -deficiency or refund is in respect of a tax of a member of an
affiliated group not reported on the basis of a consolidated return, ad-
{ustmehts may be made not only in other taxes of the given taxpayer,
yut also in any tax which such group reported upon the basis of a con-
solidated return. These adjustments may be made even though the
several taxable periods invofved are not, the same if the taxable year
for which the adjustments are made coincides in whole or in part with
the taxable year for which the deficiency was assessed or a refund
allowed.

Scetion 3807 is to apply to all taxable years beginning after Decem-
ber 31, 1939.

The application of section 3807 may be illustrated by the following
examples: .

(1) Corporation X on March 15, 1941, filed a return and paid a tax
as a personal holding company for the calendar year 1940, The Com-
‘missioner within the proper period of limitations asserted a deﬁciencﬁ
against corporation X in respect of the excess profits tax for suc
taxable year. On March 1, 1946, it was determined that corporation
X was not a personal holding company and was therefore subject to
excess profits tax. Corporation X paid such excess profits tax on
March 1, 1946. Under the provisions of section 3807 corporation X
may file a claim for refund of the personal holding company tax which
it paid, or credit or refund may be allowed or made if no claim is filed,
as if the period of limitation upon filing claim for credit or refund, or
the allowing of credit or refund if no claim is filed, did not expire until
March 1, 1947. :

(2) Corporation X, which makes its tax returns upon the basis of
the calendar year, joins an affiliated group on July 1, 1940. Such
group likewise makes its returns on the basis of the calendar year,
A consolidated excess profits tax return was filed for the group for the
year 1940 on March 15, 1941. Likewise, corporation X filed an
excess profits tax return for the short taxable year January 1, thrcugh
June 30, 1940, and an income tax return for the calendar year 1940,

Jorporation X is allowed a refund of income tax attributable, e. g.,
to a casualty loss, on December 1, 1945. Proper adjustments, though
barred under other provisions of law or rules of law, may be made
under section 3807 in the consolidated excess profits tax return (1) to
reflect such loss, (2) to reflect any other deductions, credits, allowances,
or adjustments which are limited to or by net income or net income
from the property, and (3) to reflect the proper deduction for corpor-
ation X’s income tax in computing consolidated excess profits net
income. Similarly, such adjustments may be made in corporation X'’s
separate excess profits tax return for the short taxable year January
1, through June 30, 1940. Adjustments may likewise be made in the
taxes of other members of the group which were reported on the basis
of a separate return.  Any adjustment to taxes of other members of
the afliliated group reported on the basis of a separate return which
flow from the adjustments made in the consolidated excess profits tax,
or from adjustments made to corporation X’s separate taxes, may
likewise be made. All such adjustments may be made as if the period
of limitation upon assessment or upon allowance of refunds, as the
case may be, did not expire until December 1, 1946,
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If the deficiency or refund had been assessed or allowed in respect
of the tax reported on the basis of the consolidated return, appro-
priate adjustments could be made in any tax reported on the basis of
& consolidated return, or in any tax of any member of such afliliated
group reported on the basis of a sepurate return, *

The House recedes with amendments,

Anendment, No. 214: This amendment makes changes in the priori-
ties applicable to payments authorized and directed to be made in
respeet, of awards of the Mixed Claims Commission under the Scttle-
ment of War Claims Act of 1928, as amended, and authorizes and
directs the Seeretury of the T'reasury to make certain deposits in the
German Special Deposit Account created under the provisions of sec-
tion 4 of the act of 1928, as amended. The Senate recedes.

Amendment No. 215: This amendment of the Senate adds a pro-
vision to scection 6 (¢) (1) of the Current Tax Payment Act of 1943,
relating to extension of time for payment of the 25 percent increase
in 1943 tax under such act, which would permit a taxpayer who clects
to postpone the payment of one-half such increase, to pay cach one-
half of such increase in four cqual quarterly installments. The
Senate recedes.

Amendment No, 216: 'This is a clerical amendment, pursuant to
amendment No. 217, The House recedes.

Amendment No, 217: This is a clerical amendment, in conformity
with amendment No. 289, which climinates the repricing provisions
from the Renegotiation Act.  The House recedes.

Amendment No, 218: This amendment eliminates a phrase which
would cast doubt on the includibility in the term “excessive profits’’, as
used in the Renegotiation Act, of any portion of the profits derived
from patent license agreements.  The House recedes.

Amendment No. 219: Under the House bill, the factor of contractor
efliciency, required to be taken into consideration in determining
excessive profits, contemplated particular regard, inter alia, to
cconomy in the use of raw materials. This amendment removes the
restriction upon the character of materials of which the economical use
is to be of significance in this connection. The House recedes. -

Amendment No. 220: This is a clerical amendment, consequent on
amendment . No. 2211 The House recedes. .

Amendment No. 221: Under the House bill, the factor of reason-
ableness of costs and profits, required to be taken into consideration
in determining cxcessive profits, contemplated particular regard to
volume of production and normal pre-war earnings. This amend-
ment adds comparison of war- and peace-time products to those
objects of particular regard in this connection. The House recedes.

Amendment No. 222: This amendment includes “problems in
connection with reconversion” among the factors required to be
taken into consideration in determining excessive profits. The
Senate recedes. - ‘

Amendment No. 223: This amendment required that one of the
factors to be taken into consideration in determining excessive profits
shall be whether the profits remaining after the payment of estimated
Federal income and excess profits taxes wilF be excessive. The
Senate recedes. i :

Amendment No. 224: This is a clerical amendment, pursuant to
amendments Nos. 222 and 223. The Senate recedes.
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Amendment No. 225: This amendment requires the factors (other
than those specifically mentioned in the preceding clauses of the sub-
paragraph), consideration of which the public interest and fair and
equitable dealing may require in the determination of excessive profits
to be published in the regulations of the War Contracts Price Adjust-
ment Board from time to time as adopted. The House recedes.

Amendments Nos. 226, 227, and 228: These are technical amend-
ments, based on amendments Nos. 276 and 285. The Senate recedes.

Amendment No. 229: This amendment strikes out the provision of
the House bill disallowing as an item .of cost any commission, percent-
age, brokerage, or contingent fee paid or payable by a contractor to
any person for or in connection with the soliciting or securing of a con-
tract, unless such person is a bona fide established commercial or selling
agency maintained by the contractor for the purpose of securing busi-
ness. The House recedes.

Amendment No. 230: This amendment removes any qualification,
by reason of any other provision of the Renegotiation Act, upon the
allowance of Federal income and excess-profits-tax deductions and ex-
clusions as items of cost in determining the profits derived from con-
tracts and subcontracts. The House bill qualified the allowance with
the phrase ‘“‘except as otherwise provided in this paragraph.” The
House recedes. :

Amendment No. 231: The deductions and exclusions for Federal
income and excess profits tax purposes allowed by the House bill in
determining profits derived from contracts and subcontracts are
limited to those ‘“‘of the character allowed” as deductions and”ex-
clusions under chapters 1 and 2K of the Internal Revenue Code.
This amendment e\iminates any restriction upon the allowance_of
Federal income and excess profits tax deductions and exclusions as
items of cost that may be implied in the phrase, “of the character”
and, for the purpose of the allowance, substitutes for the amount of
such deductions and exclusions allowed the -amount thereof estimated
to be allowable. The House recedes.

Amendment No. 232: This amendment specifically includes carry-
overs, carry-backs, and recomputed amortization deductions among
the items of deductions and exclusions to be allowed as items of cost,
to the extent allocable to contracts and subcontracts. Carry-overs and
carry-backs of net operating losses and unused excess profits credits
are provided for by sections 122 and 710, respectively, of the Internal
Revenue Code. Recomputation of the amortization deduction is
provided for by section 124 of the code. The House recedes with an
amendment eliminating the reference to carry-overs and carry-backs.

The purpose of this amendinent is to provide for a refund of exces-
sive profits eliminated for a prior year, to the extent that a recomputa-
tion of the amortization under section 124 (d) of the Internal Revenue
Code for such year exceeds the deduction allowed in renegotiation for
that year. Where a renegotiation is made prior to the termination of
the amortization period, no:allowance will be made to the contractor
or subcontragtor in the renegotiation for additional amortization which
may later be allowed to the contractor or subcontractor for Federal
income and excess-profits tax purposes, as a result of a recomputation
of the amortization period prior to the end of the 60-month period.
However, after a recomputation of the amortization deduction by the
Bureau of Internal Revenue, the contractor or subcontractor will then
be entitled to a refund from the Department making the renegotiation.
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This refund, however, will be of only that portion of the additional
amortization which ig allocable to performance in such prior yearof
rencgotiable business. It cannot exceed the amount of the additional
amortization deductions allowed for the year in respect of which the
rencgotiation was made, reduced by the amount of tax savings
realized by the contractor or subcontractor by omitting from gross
income that portion of the excessive profits which equals the amount of
the additional amortization deductions.

For exnmple, X Corporation has certificates of necessity covering
emergency facilities with an aggregate cost of $500,000.  $350,000
of such fucilities are used exclusively in the performance of rene-
got,inl)lc contracts and subcontracts and $150,000 of such facil-
1es are used exclusively in performing nonrenegotiable business.
X Corporation has made a refund of excessive profits for the year
1943 in an amount in excess of $14,000, X Corporation has taken
$100,000 as a deduction for amortization under section 124 (d) of the
Internal Revenue Code in its tax returns for that year. As a result of
recomputation of the amortization deduction pursuant to section
124 (d) of the code, the amortization deduction for the year 1943 is
increased to $200,000. The operation of subparagraph (a) (4) (D)
may be illustrated as follows:

1. Original amortization deduetion_ .. . __ .. ___.____________ $100, 000
2. Allocable to renegotiable business (70 percent) and allowed in rene-

gobiation . oL elao 70, 000
8. Recomputed amortization deduetion_ ... . . ... ____ 200, 000
4. Alocable to renegotiable business (70 pereent) ... .. ... .. _.___. 140, 000
5. lixcess over amortization deduction originally allowed in renego-

BAION L L e et 70, 000
6. Income and excess profits taxes assessable on such excess (80 percent,

rate assumed) oo ... 56, 000
7. Net rebate pursuant to subparagraph (a) (4) (D). ... ... ... 14, 000

A further purpose of subparagraph (a) (4) (C) is to-create an cxcep-
tion from the o}l'o(:t of subparagraph (1) (4) (B) so that carry-overs
and carry-backs which might constitute deductions for tax purposes
shall not be required to be treated as items of cost or otherwise
deductible in determining excessive profits in renegotiation.
Amendment No. 233: Under that part of the definition of “sub-
contract’”’ contained in subsection (a) (5) (A) of the Renegotiation
Act, as amended by the House bill, the termn means any purchase
order or agreement (other than a contract with a Department) to
make or furnish, or to perform any part of the work required for the
making or furnishing of, a contract item or a component article. For
the purposes of the subparagraph, a contract item means any article,
work, services, building, structure, improvement or facility contracted
for by a Department; and a component article means any article
which is to be incorporated in or as a part of a contract item. The
amendment strikes out the entire text of the subparagraph and re-
stores the language of existing law (the subject of settled adminis-
trative construction), which defines the term subcontract to mean
any purchase order or agreement to perform all or any part of the
work, or to make or furnish any article required for the performance
of any other contract or subcontract. The House recedes with an
amendment excluding office supplies from the articles within the
purview of the definition. The specific exemption of subcontracts for
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office supplies, however, is not to be construed as denying the exemp-
tion to subcontracts for similar articles which are now exempt under
departmental regulations interpreting existing law.

Amendment No. 234: Subparagraph (A) of subsection (a) (7)
of the Renegotiation Act, as amended by the House bill, prescribes
as one of the criteria of a standard commercial article that it be not
specially made to specifications furnished by a Department or by
another contractor or subcontractor. The amendment strikes out the
subparagraph. The House recedes.

Amendments Nos. 235, 236, 237, 238, and 239: These are clerical
amendments, pursuant to amendment No. 234. The House recedes.

Amendment No. 240: This amendment limits the required inser-
tion of the terms of the contractor’s agreement specified in the sub-
section to contracts involving an estimated amount of more than
$100,000. Under the concluding sentence of the subsection, how-
ever, contracts and subcontracts to which subsection (¢) of the Rene-
gotiation Act is applicable are considered as having been made subject
to such subsection in the same manner and to the same extent as if
iI;\\Imh tem;ls had been inserted. The House recedes. ~ (See amendment

0. 246. :

Amendment No. 241: This is a clerical amendment, in conformity
with amendment No. 289, which eliminates the repricing provisions
from the Renegotiation Act, as amended by the House bill; and, with
amendment No. 310, which authorizes the Secretary of a Department
to ﬁ(}; a fair and reasonable price by agreement or order. The House
recedes.

Amendment No. 242: Under subsection (b) of the Renegotiation
Act, as amended by the House bill, one of the terms of the provision
required to be inserted in each contract subject to the act is that the
contractor insert in each subcontract a provision under which the
subcontractor agrees to terms-similar to those to which the contractor
is required by the subsection to agree, The amendment limits the
required insertion to subcontracts involving an estimated amount of
more than $100,000, if of the kind described in subsection (a) (5) (A),
defining subcontracts generally, and to subcontracts involving an
estimated amount of more than $25,000, if of the kind described in
subsection (a) (5) (B), defining so-called war broker subcontracts.
Under the concluding sentence of subsection (b), however, contracts
and subcontracts to which subsection (c¢) is applicable are considered
as having been made subject to subsection (c) in the same manner and
to the same extent as if the provisions had been inserted. The
House recedes. (See amendment No. 246.)

Amendments Nos, 243 and 244: These are clerical amendments, in
conformity with amendment No. 289, which eliminates the repricing
provisions from the Renegotiation Act, as amended by the House bill;
and, with amendment No. 310, which authorizes the Secretary of a.
Department to fix a fair and reasonable price by agreement or order,
The House recedes.

Amendment No. 245: Under subsection (b) of the Renegotiation
Act, as amended by the House bill, one of the terms of the provision
required to be inserted in each contract subject to the act is that the
contractor insert in each subcontract a provision under which the
subcontractor agrees to insert in each of his subcontracts provisions
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corresponding to those to which he himself as required by paragraph
(3) of the subsection to agree. The amendment limits the required
insertion to subcontracts involving an estimated amount of more
than $100,000 if of the kind deseribed in subsecction (a) (56) (A),
defining subcontracts generally, and to subcontracts involving an
estimated amount of more than $25,000, if of the kind described in
subscction (a) (5) (13), defining so-called war-broker contracts. Under
the concluding sentence of subsection (b), however, contracts and
subcontracts to which subsection (¢) is applicable are considered as
having been made subject to subsection (¢) in the same manner and
to the sume extent as if the provisions had been inserted. The House
recedes,  (Sce amendment No. 246.)

Amendments Nos, 246, 247, and 248: The last sentence of subsec-
tion (¢) of the Renegotiation Act, as amended by the House bill,
provides that whether or not the provisions required by the subsection
are inserted in a contract or subcontract to which the subsection is
Capplicable, such contract or subcontract, as tho case may be, shall

be considered as having been made subject to the subsection in the
sune manner and to the same extent as if such provisions had been
inserted.  Amendment No. 246 is a technical amoendment, involving a
change of reference to the applicable subsection; amendment No. 247
is"a clarifying amendment, describing the provisions in reference as
specified in, rather than required by, the provisions of subsection (b);
and amendment No. 248 is a clerical amondment, pursuant to amend-
ment No. 246, The House recedes.

Amendment No. 249: Under the House bill, agreements between
the War Contracts Price Adjustment Board and a contractor or
subcontractor may be made with respeet to the elimination of excessive
profits realized or likely to be realized. The amendment strikes out
the phrase “realized or likely to be realized” and substitutes “received
or acerued.”  The House recedes with an amendment providing that
any such agreement, if made, may, with the consent of the contractor
or subcontractor, also include provisions with respect to the elimina-
tion of excessive profits likely to be received or acerued; and with a
further amendment of which the effect is to restriet the issuance and
entry of an order determining the amount of excessive profits to cases
in which an agreement is not reached with respect to the, elimination
of excessive profits received or acerued, .

Amendment No, 250: This is a clerical amendment, in conformity
with aimendment No. 276.  The Senate recedes.

Amendment No. 251: The House bill requires the War Contracts
Price Adjustment Board to exercise its powers with respect to fiscal
years. This amendment permits such exercise with respect to such
other periods as may be fixed by mutual agreement between the Board
and the contractor or subcontreactor. 'The purpose of the amendment
is to effect an equitable result in cases of the rencgotiation of long-term
contracts. The House recedes.

Amendment No. 252: Under the House bill, the statement of the
dotermination of excessive profits required to be furnished to the
contractor or subcontractor by the War Contracts Price Adjustment
Board is not to be used in The Tax Court of the United States in con-
nection with its determination of excessive profits. In lieu of this
prohibition, the amendment prohibits the use of such a statement in
the Court of Claims as proof of the facts or conclusions stated therein.
The House recedes with a technical amendment, consistent with its
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action on amendments Nos. 276 and 285, substituting The Tax Court
of the United States for the Court of Claims.

Amendment No. 253: This is a technical amendment, pursuant to
amendments Nos. 276 and 285. The Senate recedes.

Amendments Nos. 254, 255, 256, and 258: These amendments
eliminate words which, by reason of the last sentence of the paragraph,
are surplusage. The House recedes.

Aglendmeut No. 257: This is a clarifying amendment. The House
recedes.

Amendment No. 259: This is a clerical amendment, pursuant to
amendment No. 289, which eliminates from the Renegotiation Act
the substantive provisions ‘of subsection (f). The House recedes.

Amendment No, 260: This amendment limits coverage into the
Treasury as miscellancous receipts to money recovered from amounts
previously expended from appropriations from the Treasury by wa
of repayment or suit under subsection (¢). The House recedes wit
an amendment limiting the application of the provision to money
recovered in respect of amounts paid to the contractor from appro-
priations from the Treasury, and of which the purpose is to prevent
the depletion of certain revolving funds at the disposal of some of
the contracting departments by the payment of recoveries into the
Treasury. - :

Amendment No. 261: The House bill required the Secretary,
upon the withholding of excessive profits or the crediting of excessive
profits against amounts otherwise due a contractor, to transfer to
the Treasury from appropriations of his Department to the credit
of miscellaneous receipts an amount equal to the amount so with-
held or credited by him. In lieu of such a transfer, the requirement
of the amendment is that the Secrctary certify the amount withheld
or credited to the Treasury, the appropriations of his Department to
be correspondingly reduced; and the amount of such reductions is
to be transferred to the surplus fund of the Treasury. This amend-
ment conforms the procedure to govern the disposition of excessive
profits withheld or credited to the existing general accounting and
bookkeeping procedure of the Treasury Department. The House
recedes. :

Amendment No. 262: The House bill required the Secretary of a
contracting Department, in determining the amount of any excessive
profits to be eliminated, to allow the contractor or subcontractor
credit for Federal income and excess profits taxes as provided in
seetion 3806 of the Internal Revenue Code. Under the amendment
this credit is allowed in eliminating, but not in determining, excessive
profits, The House recedes. - :

Amendment No. 263: This is a clarifying amendment, fixing the
period after which no proceeding to determine the amount of excessive
profits shall be commenced. The House recedes.

Amendments Nos. 264, 265, and 266: These are clerical amendments,
pursuant to amendment No. 268. The House recedes.

Amendment No. 267. This amendment has the effect of limiting
the agrecements provided for under paragraph (4) of subsection (c)
to the elimination of, and the discharge of any liability for, excessive
profits received or accrued on or before the date of making such agree-
ments. The House recedes, in conformity with its receding with an
amendment from its disagreement to amendment No. 249. =

94002-—44——86
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Amendment No. 268: Under subsection (¢) (5) (A) of the Renegotia-
tion Act, as amended by the House bill, every contractor and subcon-
tractor holding contracts or subcontracts to which the provisions of
the subsection are applicable is required to file with the War Contracts
Price Adjustment Board, at such tine or_times and in such form and
detail as the Board may by regulations preseribe, statements of actual
costs of production and such other financial statoments as the Board
may by regulations preseribe.  Any person wilfully failing to furnish
any statement required of him under the subsection, or knowingly fur-
nishing any such statement containing information which is false or
misleading in any material respect, shall upon conviction thereof be
punished by a fine of not more than $10,000 or imprisonment for not
more than 2 years or both. ,

The amendment requires that a financial statement setting forth
the actual costs of production and such other information as the’
Board may by regulations preseribe be filed with the Board on or
before the first day of the fourth month following the close of the fiscal
year. The amendment also requires that in addition to this state-
ment any information, records, or data required by the Board of the
contractor or subcontractor shall be furnished at such time or times
and in such form and detail as the Board may by regulations prescribe.
The penalty relating to the statement is extended to the information,
records, or data required under the subsection.

The House recedes with an amendment providing that, if the con-
tractor’s or subcontractor’s fiscal year has closed on the date of the
enactiment of the bill, the statement shall be filed on or before the
first day of the fourth month following the month of enactment; with
an amendment-restricting the data to be set forth in the financial
statement to such information as the Board may by regulations pre-
scribe as necessary to carry oul the Rencgotiation Act; and with an
amendment likewise limiting the information, records, or data to be
furnished the Board to such as is determined by the Board to be
necessary to carry out the act.

Amendment No. 269: This amendment provides that the War
Jontracts Price Adjustment Board shall consist of six members;
the House bill provides for five members. The House recedes.

Amendment No. 270: This is a clerical amendment. The House
recedes.

Amendment No. 271: This amendment provides that one of the
members of the War Contracts Price Adjustment Board shall be an
officer or employee of the War Production Ioard and shall be ap-
pointed by the Chairman of the War Production Board. The House
recedes. _

Amendment No. 272: In conformity with amendment No. 269, this

“amendment provides that four members of the War Contracts Price
Adjustment Board shall constitute a quorum. The House recedes,

Amendment No. 273: The House %l permits the delegation by the
War Contracts Price Adjustment Board to the Secretary of a Depart-
ment of any power, function, or duty except the power, function, and
duty to review orders determining excessive profits. The amend-
ment strikes out this exception. The House recedes.

Amendment No. 274: Under the House bill, any contractor or
subcontractor aggrieved by an order of an officer, agency, or division
of the War Contracts Price Adjustment Board is entitled, upon request
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therefor made within such time as the Board may by regulations pre-
scribe, to a review thereof by the Board. The Board is also author-
ized by the House bill to review any determination by any of its
officers, agencies, or divisions on its own motion, and to provide by
regulations that in the absence of a request for review of an order of
such an officer, agency, or division within the time so prescribed such
an order shall be deemed the order of the Board.

The amendment authorizes the Board to review any determination
by any such officer, agency, or division on its own motion or in its
discretion at the request of any contractor or subcontractor aggrieved
thereby. It also provides that unless the Board upon its own motion
initiates a review of such determination within 60 days from the date
thereof, or at the request of the contractor or subcontractor made
within 60 days from the determination date initiates a review thereof
within 60 days from the date of such request, such determination is
to be deemed the determination of the Board,

The House recedes.

— Amendment No. 275: This is a clerical amendment, pursuant to
amendment No. 289, which eliminates from the Renegotiation Act
the substantive provisions of subsection (f). The House recedes.

Amendment No. 276: This. amendment substitutes the Court of
Claims for The Tax Court of the United States as the forum with
which petitions for redetermination of excessive profits may be filed.
The Senate recedes.

Amendments Nos. 277, 278, 280, and 281: These are technical
amendments, in conformity with amendment No. 289, which elimi-
nates the repricing provisions from the Renegotiation Act, as amended
by the House bill; and with amendment No. 310, which authorizes
the Secretary of a Department to fix a fair and reasonable price by
agreement or order. The House recedes.

Amendment No. 279: This is a technical amendment, in conformity

“with amendment No. 276. The Senate recedes,

Amendment No, 282: Subsection (e) (1) of the Renegotiation Act,
as amended by the House bill, confers upon The Tax Court of the
United States the powers and duties necessary for the purposes of
the subsection and provides for the payment of fees and mileage of
witnesses and for the expenses of taking depositions.

The amendment strikes out these provisions and inserts in their
stead a provision authorizing the Court of Claims to. prescribe such
rules of practice and procedure as it deems necessary to the exercise
of its powers under the subsection. The amendment further provides
that the court shall prepare and furnish the contractor or subcon-

- tractor, at his request, with a $tatement of any determination made
with respect to the amount of excessive profits, of the facts used
as a basis therefor, and of its reasons for such determination,

The House recedes with an amendment restoring the provisions
of the House bill, except for the reference to section 1117 (b) of the
Internal Revenue Code, imposing upon The Tax Court..and each
of its divisions the duty to include in its report upon any A)roceeding
its firdings of fact or opinion or memorandum opinion and requiring
such report to be in writing. _

Amendment No. 283: l’]lghiss is a clerical amendment, pursuant to
amendment No. 289, which eliminates from the Renegotiation Act
the substantive provisions of subsection (f). The House recedes. :
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Amendment No. 284: Under the House bill; any contractor orsub-
contractor (other than a subcontractor described in subsec. (a) (5) (B))
aggricved by a determination of the Secretary made prior to the date
of the cnactment of the bill with respect to a fiscal year ending before
July 1, 1943, as to the existence of excessive profits, is entitled to a
court review of such determination, whether or not he has agreed to it.
The amendment limits the review of such determinations to those
which have not been agreed to by the contractor or subcontractor.
The House recedes.

Amendments Nos. 285 and 286: These amendments substitute the
Court of Claims for The Tax Court of the United States as the forum
with which petitions for redetermination provided for under the
paragraph may be filed. The Senate recedes.

Ax[x-\cndmcnt No. 287: The House bill provides that upon the filing
of a petition as provided in paragraph 2 of subsection (e¢), the court of
review shall have the same jurisdiction, powers, and duties, and the
proceeding shall be subject to the same provisions, as in the case of a
petition filed with the court under paragraph (1), except that the
amendments made to the Renegotiation Act by the bill (other than
the amendment inserting par. (2)) shall not apply. Under the
amendment, the amendments made by the bill which are not applicable
as of April 27, 1042, or to fiscal years ending before July 1, 1943, shall
not, apply in the case of petitions filed under paragraph (2). The
House recedes.

Amendment No. 288: This is a technical amendment, consequent
on amendment No. 284, The House recedes.

Amendment No. 280: This amendment strikes out the text of sub-
section (f) of the Renegotintion Act, as amended by the House bill,
relating to repricing, and inserts in licu thercof a cross-reference to
title VIIL of the bill, a title added by amendment No. 310, to govern
the repricing of war contracts. The House recedes.

Amendment No. 290: Under subsection (h) of the Renegotiation
Act, as amended by the House bill, the act does not apply to any
contract or subcontract made after the date proclaimed by the
President as the date of the termination of hosbiﬁties in the present
war, or the date specified in a concurrent resolution of the two Houses
of Congress as the date of such termination, whichever is the earlier.

The Senate amendment strikes out the text of the subsection and
inserts in liecu thercof a provision making the act apply only with
respect to profits from contracts and subcontracts which are attribut-
able to performance prior to the termination date. Such profits are
defined, for the purposes of the subsection, as those determined by
the Board to be equal to the same pdteentage of the total thereof as
the percentage of completion of the contract or subcontract prior to
the termination date. The termination date, for the purposos of
the subsection, is defined to mean December 31, 1944; or, if the
President not later than December 1, 1944, finds, and by proclamation
declares, that competitive conditions have not been restored, such
date not later than June 30, 1945, as may be specified in the procla-
mation; or, if the President not later than June 30, 1945, finds, and
by proclamation declares, that competitive conditions have been
restored as of any date within 6 months prior to the issuance of such
proclamation, the date as of which the President in such proclamation
declares that competitive conditions have been restored, In no
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event, however, is the termination date to be later than that provided
in the House bill.

The House recedes with an amendment redefining profits attrib-
utable to performance prior to the termination date as those, in the
case of any contract or subcontract the performance of which requires
more than 12 months, or with respect to which the powers of the Board
are exercised separately pursuant to subscction (¢) (1) rather than on
a fiscal-year basis, the portion of the profits so derived which is deter-
mined by the Board to be equal to the same percentage of the total
profits so derived as the percentage of completion of the contract
prior to the termination date; and, in all other cases, the profits so
derived which are reccived or accrued prior to the termination date.

Amendment No. 291: This amendment climinates the exemption
from the provisions of the Renegotiation Act of contracts and sub-
contracts for canncd, bottled, or packed fruits or vegetables (or
their juices) which are customarily canned, bottled, or packed in
the scason in which they are harvested. The House recedes.

Amendment No. 292: This amendment exempts from the provisions
of the Renegotiation Act contracts and subcontracts for canned,
bottled, packed, or processed dairy products or any products of which
the principal ingredient is a dairy product. The Senate recedes.

Amendment No. 293: This amendment specifically includes natural
resins in the teem agricultural commodity as defined in the subpara-
graph. The House recedes.

Amendment No, 294: This amendment exempts from the pro-
visions of the Renegotiation Act any contract or subcontract for
durable machinery, tools, or equipment (having a useful life of more
than 10 years) used in processing an article made or furnished under a
contract or subcontract but which is not incorporated in or as a part of
such article. The Senate recedes.

Amendment No. 295: This amendment exempts from the pro-
visions of the Renegotiation Act any contract awarded as a result of
competitive bidding for the construction of any building, structure,
improvement, or fagility. - The House recedes with a clerical amend-
ment relettering the su{pnragraph. _

Amendment No. 296: This is a clerical amendment. The House
recedes with a clerical amendment relettering the subparagrah.

Amendment No. 297: Under the provisions of subsection (i) (1)
(G)- of the Renegotiation Act, as amended by the House bill, any
subcontract directly or indirectly under a contract or subcontract
exempted from the provisions of the act, or to which the act does not
apply by reason of subsection (i) (1) thercof, is exempt; this amend-
ment limits the exemption of such subcontracts under subsection
(i) (1) (G) to those which are directly or-indirectly under contracts
or subcontracts to which the Renegotiation Act does not apply by
reason of subsection (i) (1). The House recedes. C

ArPendment No. 298: This is a clerical amendment. The House
recedes,

Amendment No. 299: This amendment extends the authority of
the War Contracts Price Adjustment Board to interpret and appFlJy
the exemptions provided for in subparagraphs (&), (B), (C), and (E)
of subsection (i) (1) to the exemptions provided for in the subpara-
graphs added by amendments Nos. 294 and 295. The House recedes
with a clerical amendment consequent on the Senate receding from
its amendment No. 294,
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Amendment No. 300: To insure equitable treatment of contractors
or subcontractors producing minerals, oil or gas, or timber, and who
process, refine, or treat such products to or beyond the first form or
stato suitable for industrial use, the House bill required the Board
to prescribe such regulations as may be necessary to give the con-
tractors or subcontractors a cost allowance substantially equivalent
to the amount which would have been realized by him if he had sold
such products in their first form or state. The Senate amendment
substitutes the word “and”’ for the word “or” in the House bill phrase
“to or beyond.” The Senate recedes, in view of the action taken
by the House on amendment No. 301.

Amendment No. 301: Subsection (i) (1) (B) exempts from renego-
tiation any contract or subcontract for the product of a mine, oil or

as well, or other mineral or natural deposit, or timber which has not

een processed, refined, or treated beyond the first form or state
suitabﬂe for industrial use. This provision is identical with subsection
(1) (1) (ii) of the existing law.

Subsection (1) (1) (C) of the bill grants a similar exemption to any
contract or subcontract for an agricultural commodity in its raw or
natural state, or, if it is not customarily sold or docs not have an
established market in such state, in the first form or state in which it
18 customarily sold or in which it has an established market,

In order to place an integrated producer who acquires raw materials
below this exemption line, or produces them initially, and processes
them up to and beyond such line, on a parity with the producer who
sells at the exempted form or state, the administrative agencies, by
interpretation, have followed the practice of allowing such integrated
producers a fair amount of cost for their raw materials at this exemp-
tion line,

Subsection (i) (3) incorporates this administrative interpretation
into the bill; thus, approving and continuing the rule established by
administrative practice. Korclarity, this provision is made retroactive
as if it had been a part of section 403 of the Sixth Supplemental
National Defense Appropriation Act, 1942, on the date of itsenactment
(April 28, 1942), ‘

The House recedes with an amendment relating to long inventories
which is declaratory of existing law. The profits realized by a con-
tractor or subcontractor by reason of the increment in value of his
excess inventory of the materials described in subsections (i) (1) (B)
or (1) (1) (C), in the form or state in which contracts therefor are
exempted under such subsections, to the extent that such profits are
applicable to contracts with the departments or subcontracts, shall
be excluded from consideration in determining excessive profits. The
test as to whether or not any contractor or subcontractor has an excess
inventory of such materials turns upon whether or not the contractor
or subcontractor has in inventory quantities of such materials in
excess of the amount reasonably neecessary to fulfill existing contracts
or orders. The method of determining the portion of the profits
applicable to contracts with the departments or subcontracts realized
by reason of the increment in value of an excess inventory and the
method of excluding such portion of such profits from renegotiation
will be set out in regulations prescribed by the Board. In the case
of a renegotiation with respect to a fiscal year ending prior to July 1,
1943, the portion of the excess inventory (to the extent it does not
exceed the excessive profits determined) shall be credited or refunded
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to the contractor or subcontractor, Where the determination of the
excessive profits was made prior to the date of the Revenue Act of
1943, such credit or refund shall be made whether or not the deter-
mination is embodied in an agreement with the contractor or sub-
contractor. In all such cases the credit or refund will be made only
if the contractor or subcontractor within 90 days after the date of
the enactment of the Revenue Act of 1943, files claim therefor with
the sceretary concerned, '

The following example will show how the amendment operates.
A has, through the purchase of long cotton, 600,000 pounds of cotton
on hand on a particular date, which has a book cost of 10 cents a
pound. On'this date, A has future orders which will consume only
100,000 pounds of such cotton. A thus has a long position of 500,000
pounds of cotton. The next contract that A takes is for Government
goods and requires the use of 500,000 pounds of such cotton. On
the day A takes the Government contract, the current market price
of such cotton is 15 cents a pound. In such a situation A has placed
himself in a position to realize an inventory profit of $25,000. This
inventory profit, if realized, is not a manufacturing profit but is in
the nature of an investment or speculative profit which could be
realized. It has no relationship to the profits to be derived from the
Government contract, and, therefore, represents a profit from an
excess inventory, which is excluded from renegotiation under the
amendment. : :

The same situation might also apply in the case of a tobacco and
cigarette manufacturer. Suppose for example, when the tobacco mar-
kets opened in the fall of 1942 A had on hand 20,000,000 pounds of
tobacco of the 1940 crop, 20,000,000 pounds for the 1941 crops, and A
then went into the market and bought some 20,000,000 pounds of 1942
grown tobacco, although his existing orders would not cause him to
expect to manufacture more than 20,000,000 pounds into cigarettes,
He thus has an excess inventory of 40,000,000 pounds of tobacco, and
his case would fall within the amendment.

Amendment No. 302: Subsection (i) (4) of the Renegotiation Act,
as amended by the Houge bill, authorizes the War Contracts Price
Adjustment Board, in its discretion, to exempt from some or all of the
provisions of the act any contract or subcontract for the making or
furnishing of a standard commercial article, if, in the opinion of the
Board, normal competitive conditions affecting the sale of such
article exist. Under the Senate amendment, any such contract or
subcontract is exempt if, in the opinion of the Board, competitive
conditions affecting the sale of the article are such as will reasonably
protect the Government against excessive prices. The House recedes.

Amendment No. 303: This is a technical amendment, of which the
effect is not to restrict the contracts or subcontracts exeinpt under the
subparagraph to those not otherwise exempt. The House recedes.

Amendment No. 304: This amendment strikes subsection (j) from:-
the ?enegoti&tion Act as amended by the House bill. The Senate
recedes. y

Amendments Nos. 305 and 306: These are clerical amendments
relet;{;e.ring subsections, pursuant to amendment No. 304. The Senate
recedes. ;

Amendment No. 307: This amendment, for which there is no
corresponding provision in the House bill, serves to clarify the appli-
cation of section 3806 of the code to credits for income taxes of
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individuals for taxable years affected by the provisions of the Current
Tax Payment Act of 1943 canceling the income-tax liability of
individuals for one taxable year. The House recedes.

Amendment No. 308: This is a clerical amendment renumbering
the paragraph, pursuant to amendment No. 307. 'The House recedes.

Amendment No. 309: This amendment relates to the effective
dates of various provisions. The House recedes with amendments.

Amendment No. 310: The existing Inw empowers the Depart-
ments Lo renegotinte contract and subcontract prices to eliminate ex-
cessive profits likely to be realized and to reduce such prices under
the statute. The House bill confers similar authority on the Depart-
ments.  Under it, the Sceretary is authorized to refix prices by
agreement or order subject to appeal to the courts.

In the interest of clarity, your committee proposes that the repric-
ing authority be separated entirely from the renegotiation provisions.
Under the Senate amendment, the Secrctary of a Department is -
given full power to adjust prices for articles and services supplied by
contractors with his Department or subcontractors thereunder. - If
this cennot be done by agreement the Sceretary may do so by order.
The contractor is protected, however, by an express right to sue the
United States to obtain fair and just compensation for the articles or
- gervices supplied,  The Department will pay to the contractor the
full amount of the price fixed by an order and, if the contractor thinks
the price thus fixed unfair, he may bring suit against the Government
to recover the difference in the amount paid and the amount which he
believes should have been poid. Any new price fixed under this
scetion applies only to deliveries after the date of the order. Thus,
these price adjustments are prospective only and do not involve re-
capture. Consequently this authority will not overlap the over-all
renegotiation for the purpose of recapture of past profits. The pro-
visions as to repricing become effective as to deliveries made after the
date of enactment of this biil, and terminates with the termination
of hostilitics.

The House recedes with the following amendments:

(1) The provision giving the President authority to secize the con-
tractor’s or subcontractor’s plant for refusal to furnish the articles at
the price fixed by the Sccretary is retained, but the criminal penalty,
which would impose a jail sentence upon the contractor or subcon-
tractor for refusal to comply, is removed.

(2) Subsection (f) provides that every purchase order, agreement,
or contract described in subsection (a), made 30 days or more after
the date of the enactment, of the act is to be deemed to contain a
provision under which the person furnishing the articles or services in
question agrees that notwithstanding other provisions of the purchase
order, agreement, or contract, he will he entitled to receive only fair
and just compensation. This provision recognizes the principle,
applied in many cases by the Supreme Court, that the laws in force
at the time and placo of making a contract, and which affect its
validity, performance, and enforcement, enter into and form a part of
it as if they were expressly referred to and incorporated in its terms
(Von Hoffman v. Quincy, 4 Wall. 535, 550; Walker v. Whitehead,
16 Wall. 314, 317; Itdwards v. Kearzey, 96 U. S. 595, 601; Northern
Pacific Ry. Co. v. Wall, 241 U. S. 87, 91; Southern Surety Co. v.
Oklahoma, 241 U. S, 582, 587). :
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Amendment No. 311: This amendment adds sections 901 and 902
to the House bill. '

Scetion 901 postpones the increase in the rates of the taxes imposed
by the Federalplnsurance Contributions Act by providing that in the
case of each such tax the l1-percent rate shall remain in force through
the calendar year 1944, and that the 2-percent rate shall apply to
wages paid and received during the calendar year 1945. .

Section 902 amends section 201 (a) of title IT of the Social Security
Act, as amended. The existing section 201 (a) creates the Federal
Old-Age and Survivors Insurance Trust Fund and provides that the
fund shall, in addition to other items, consist of such amounts as may
be appropriated to the trust fund. Amounts equivalent to 100 per-
cent of the taxes (including interest, penalties, and additions to the
taxes) received under the Federal Insurance Contributions Act are,
under existing law, permanently appropriated to the trust fund.
The amendment to section 201 (a) authorizes appropriations to the
trust fund of such additional sums as may be required to finaunce the
benefits and paymeunts provided under title II of the Social Security
Act, as amended.

The House recedes with clerical amendments.

R. L. DouagHnron,
Tros. H. CuLLEN,
JERE COOPER,

WesLeEY E. DisNey,
HaroLp KNuTsON,
DanieL A, REEp,

Roy O. Wooprurr,

Managers on the part of the House.



APPENDIX

TanLe l.—Fstimated tax liability under the revenue bill of 1948 (H. R. 8687) as
agreed to in conference, as compared with the tax liability under the present law, for

a full year of ap(’ra(zon !
[In millons of dollars)

[ncrease (+)
or decrease

Yield of \ mm of | {1 R, 3687
. Qeneral and special accounts and net postal revenue present yl'old.(;ver
law dbS? vicld of
present
law
1. Internal revenue:
(1) Income and excess-profits taxes:
Corporation:
Income Y ool 4,734.6 | 4,667.6 ~07.0
Fixeess-profs tax.. .. oo L. 10,888.8 | 11,521, 8 033.0
Declored value excess-profite tax .. ... ... ... ..., 105.6 105.0 —-~.0
Total corparation (gross). ... ... ... ... ......._. 15,720.0 | 16,2044 565. 4
Less post-war credit. ... ..o .. ... e 1,088.9 | 1,152,2 63.3
Total corporation (net) ... ... ... ... ..., 14,810, 1 | 15 142.2 502. 1
Individual: o T T
Netineome tax_ ... . . ... 14, 105.5 | 14,830. 4 724.9
Vietory tax (net). ... R T3.401.8 | 3, 4318 —60.0
Total individual ... ... ...

Total income and excess-profits taxes . .........._...

(2) Miscellancous internal revenue:
Capital stock, estate, and pift taxes:
. (‘nj)im} StoCK WX L ...
Estate tax.. ... ... .
Gifttax. ... ... ... e

Total capltal stock, cstate, and gift taxes ... __._.
Taxee on commodities and services:

Liquor taxes:
I)Millu(l spirits (domestic and Imported) (exelse

tax) P ... 735.2 1,101, 2 306.0
e mwnt« d mialt Maguwors? ... .. ... ... 001, 0 574.0 70,0
Reetifteatfon tax 2 . . o ... 11,6 | 1 DI
Wines (domestic and {mported; (exeise tax) 2 36.6 b1 6 18.0
special taxes {n conmection with Hguor «)uupu- -

tlons . ... 11.0 1L0 . . .
Conmtainer Stamps. .. . 9.4
Floor-stoeks taxes. ... ..o .. ... ... ... 6
AMother. oo ... 1.6

Total Higuor taxes .. ... oL l,.’i(){) D l 763 9 4540

Tobneco taxes:
Clgarettes (smatly 2o ... 832,38 £§02. 8
Ioh.\( W} (vhe\\ lny and smoking) 2 45.0 45.G
Cigars (large) 1 e 31.7 3L7
Sl il 7.0 7.0
Cigarette pu;wrs and tubes .. 1.3 1.3
Miothert. . ... 0 .1 A
Total tobacco taxes. ... ... ... 977.9 V72,9 | ...

Seo footnotes at end of table.
90
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TABLE 1.—Estimated taxz liability under the revenue bill of 1948 (H. R. 3687) as
agreed to in conference, as compared with the tazx liability under the present law, for
a full year of operation—Continued

{In millions of dollars]
Increase (+)
or decroase
Yiold of | Yield of | g () o,
Qeneral and special accounts and net postal revenue : present H. R. l'uld'over
law 3087 | YO
yield of
present
law
1. Internal Revenue—Continued.
(2) Miscellaneous internal reyenue-—Continued.
Stamp taxes:
Issues of securities, bond transfers, and ‘deeds of?
CONVOYANMO. .o ieeaeamnns P 25.0 25,0 | ... ..e....
Stock transfers. . ... iiiececacaeeenaen 1.0 19.0 §........._..
Playing eards 2. e 7.5 (AT PO
Silver bullion sales or transfers.- - . .- .....c...c.... ®) ORI SN
Total stamp taxes. . ... .cueeomiaenaanans 51.6 51.6 | .. ... ...
Manufacturers’ excise taxes:
GasolNe. . e ieiceniieiaeanaaan 251.1 5t 1 .. ...,
Lubrieating ofls. . .. .o i iiiieaan 54.3, 513 | ... ......
Passenger automobiles and motoreyeles.. ... ... .9 [t 1 DD
Automobile trucks, busses, aud traflers.._.____.._. 3.6 3.6 . e
Parts and accessories for automobiles. . __.__._____ 25.0 26,0 ... . o.o....
Tlres and fnumer tubes. ... ... ... ... 40.0 40.0 { ... .......
Electrieal energy . ..o oo i 48.5 8.6 1. ... ..
Electric, gas, and ofl appliances ... .. ... ... 3.6 13 O
Electrie light bulbsand tubes. ___..__...._.._. .. 5.0 20.0 15.0
Radio recelving sets, phonograph records, and
musieal instruments. . ... ... .iiieeaiaaeoan 3.5 3.6 .
Refriverators, refrigerating apparatus, sand slr-
conditioners. ... ... iiieeaan. 1.1 ) U B O,
Business and store machines. ... ... ... 2.8 2.8 .ol
Photorraptic apparatus. .. ... ... .. ... 1.9 1L ) ...
Matehes . e eeeemeaaaan 10. 5 106 .. ...
Luggage 8 . eiiiiceea- 50 ... -850
Sporting goods. .. ... 2.0 20 ... ...
Firearms, shellg, pistols, and revolvers............ .8 Bl
Total manufacturers’ exclse taxes. .............. 469. 5 479.6 10.0
Retailers' oxclse taxes:
JOWelry, ClC. ... i iaiaaa- 80,2 161.3 72.1
B o U 38.2 74.7 30.5
Tollet preparations. .. .. i iiiee. 35.0 69.3 34.3
Tauggage,d handbags, wallets, ete ... ... .. .oieene] coola-- 46.7 46.7
Total retailers’ excise taxes. . ... ... ..., 162. 4 352.0 189.8
Miscellaneous taxes:
‘I'elephone, telegraph, radlo, and cable facllities, leased
wires, ete.. .o . 121.2 171.] 10.9
Telephone bill, local service.. . _. 97.8 148.7 18.9
Transportation of ofl by pipe line 14.6 ) & N 2
I'rangportation of persons. ... 141.8 216.8 75.0
‘T'ransportation of property 170.3 170.3 | ..o .o
(eneral admissions, cte.... 163.5 289.0 12,6
Cabarets, ote. . _._._.__.___._ 19. 4 110.7 (1.3
Club dues and initiation fees 6.2 11.3 5.1
T.eases of safe-deposit hoxes. . 6.5 [ 15 3
Uso of motor vehicles and boats_ ... ....... .. 115.6 1NE B Joeeeeaaeaaa
Caconut and other vegetable oils procossed 2. .___.__.. 2.0 N U D,
Oleomargarine, ote., including special taxes and adul-
terated buttor. . .. il 3.1 7 N PO,
[T 10t O A1 SIS 61.0 6LO0 | ... ....
Coln-operated amusement and famlng devices._..._. 12.2 1222 e eieieaae
Bowling alloys and billlard and pool tables...._...____ 1.8 3.8 2.0
All other, including repenled taxes 7. . ... ...... 1.2 L2
Total miscellancous taXes ... .. .iceceececoaeoaunnn 938.0 | 1,335.7 307.7
Total taxcs on commoditles and services............ 3,000.3 |- 4,000.6 | 1,053
Total miscellaneous internal revenue. .. ........... 4,836.9 | 5,888.2 | 1,05L3

See footnotes at end of table,
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Tasre |.—Estimated laz liabilily under the revenue bill of 1943 (H. R. 3887) as
agreed to in conference, as compared with the tax liability under the present law, for
a full year of operalion—Continued

{In millions of dollars]

Increase (+)
or decrease
Yield of | Yierdof | () o
Qeneral and speclal accounts and net postal revenue present H, R, feld o
law geg7 | Yleld ovor
yield of
present
law
1. Internal revenue~ Continued.
(3) Employment taxes:
Employment by other than carriers:
Federa) Insurance Contributions Act... ..ol 2,600.0 | 1,300.0 -1,200.0
Federal Unemployment "l'ax Aet. oo oo 207.0 207.0 | ..
TOBl. e emeeneevarmce e nans ——ereans 2,806.0 | 1,006.0 | —1,200.0
Taxes on earriers and thelr employees (chap. 8, sub-
chap. B of the Internal Revenue Code).. JUU 262.7 262.7 }ooaeen .
Total cmployment taxes. ... ..caoooomaia. 3,008.7 1,868.7 —1,200.0
Total internal revenue.c.ocoocvaiioaaaaa ol 40, 143.0 | 41, 161.3 1,018.3
2. Raflroad unemployment insurance contributions. ... ... ... 12,1
S, CUStOIMS . L. e eieeieeemaemnneanana. .—-- 400.0
4, MIscell&aneous reCeipts b oot eeececaceeccacnsaacacsemaaanan 677. 6
Total yleld, general and speelal acoounts Y. ... ..., 41,132.6 | 42,150.9 1,018.3
5. Net postal revenue: ¢
First class:
Local delvery letters. oo oo i ae e cimreecaen 25.9 69.9 4.0
Other than local delivery letters 140. 2 140.2 | ...
Alrmall, domestie. ... oo aas -3.1 7.9 11.0
Becond elass. . ..ot ee——aaan —86.0 ~86.0 | cuieennnn
Third class........... -24.0 ~24.0 | eiaeane
Fourth Class. .o aiteacaceccacccceaecacaaeaan -17.9 ~13. 4 4.6
Bpecial services:
ROB ST - e e e e e e cecmccmatmemm—————————- ~8.3 -3.8 4.5
INSUFANCO i amea e s .- -1.5 5.0 6.5
Coleet ondelivery. ..ot aaaan —4.5 0.9 5.4
Si)oclnl delvery . oot .- -0.6 =0.6 |.ceeeunen .
Money order —8.7 14.3 21.0
(012 N —22,1 -2 1 | .
Total net Postal revenue. . ..u. .o oo ccccececmmacanaa- —~8.8 88.3 96.9
Total yield, goneral and speclal accounts, and net postal revenue.| 41, 124.0 | 42, 239.2 1,115. 2
Net appropriation to Federal old-age and survivors insur-
ance trust fund ..o iiiiiiiiaao. ~2,699.0 |—-1,3989.0 1,200.0
Net yleld, goueral and specinl accounts, and net postal
TOVCIMIO . ¢ oo et haene e caacmaeramacac s mmeacasaaanmnnnnn 38,525.0 | 40,840.2 2,315.2

1 Estlmates oY the yield of H. R, 3687 and of present law are at lovels of income and business activity
estimated for the calendar year 1944, and do not take into consideration nonrecurring changes in rovenue,
or those caused by the termination of governniental excise tax exemptions which are completely oflset by
changes in expendituro.

1 Collections for credit to trust funds are not Included.

3 Excludes a nourecurriug loss of $195 millions over calendar years 1943-48 owing to the repeal of certain
provisions of the Zurrent ‘Fax Payment Act of 1043 (so-called second windfall tax).

CThese esthmates are after nllowances for draw-backs of $23.7 millfons under H, R, 3687, and $14.8 millions
under present law,

¥ Less than $50,000,

¢ The tax on lupgagoe has been changed from a manufacturers’ exclse to a retailers’ exclse tax.

t Includes collections from taxes on narcotics, taxes under the National Firearms Act, und the tax on
bydraulic mining, a)l of which ars effective currently, In addition, includes collections from repealed taxos
not reinstated by the Revenuo Act of 1041; and coliections from the following exeise taxes repenled by the
Rovenue Act of 1942: rubber articles, clectric signs, optical equipment, and washing machines,

¢ Txcludes postal surplus, if any, shown separately below,

* Excessofl revenue over expenditure; based upon the Cost Ascertainimment Report for the Fiscal Year 1042,
of the Poust Oflice Departinent; nonpostal services excluded.

Norre.— Fijures are rounded and will not necessarlly add to totals,
Btall of Joint Committce on Internal Revenue ‘I'axation, February 4, 1944,
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TaBLE 2,—Comparison of excise taxes and postal rales under present law, and under
the revenue bill of 1943 (H. K. 8687) as agreed lo in conference

Estimated
Article or servics Present law H. R.3687 - additional
revenuet
1. Distilled spirfts......._......... $opergallon_ . ... $9pergallon.. ... ... L .0
(lgaul'-hln;:k onnonboverage | $3.75 per gallon_ ... ___. $pergallon........._.... t
conol,
2 Beer. et $7 per barrel. cL. ..l $Sperbarrel.. ....___._... 70.0
3. Wine:
(a) Still: -
Unlder‘ l1«1 percent | 10 cents per gallon._______. 1% cents per gallon_..._....
aleohol,
14 to 21 percent | 40 conts per gallon.__.._... 60 cents per gallon...._....
alcohol, - 18.0
. var b 211 percent |} $1 pergallon. .. .acea.oo $2pergallon.. ... ...
aleohol,
(b) Sparkllug. . eevooaanes 10 cents per half pint..._.. 15 cents per half pint......
(¢) Other. .. ..o...._....... rl: wn:s perltdalf [imt"t ..... }0 cortns peg hal{ plnt..]...
N cent per 10 cents or frac- | 1 cent per 6 cents or major
4. G?}:ﬁg’:‘ orag)glt': Szfzgs' lease of { tion thercof. rmct‘on thereof. 125.8
Abn DT LRk L. 11 percent of charge....... 20 percent of charge. ...
5. Cabarets. ... e & percent of chargo........ 30 percent of charge. . 0.3
6. Club dues and initiation fees.... sHopercmﬁ of charge.....-. s2301)('1'00% of charge. 51
. peralley. oo oo per alley....
7. Bowling alleys, billiard parlors.. {316 ber fle¥--.--------—--- S D 20
. Transportation of persons....... 10 percent of charge....... 16 percent of charge. 75,
9, Communications:
(n) Toll service. ..o ..oooo. 20 pereent of charge.....-. 25 percent of charge. .
(b) Telegraph, ete.: Domes- | 15 percent of charge. . _._.}..... [¢
(N :
(e) Leased wires,ete. __...__j._.... [ [/ SRS Y 0 ceeeanan 9.9
(d) Wire imul equipment | 5 percent of charge. ... 8 percent of charge. .
services. .
10." Local telephone servico.......... 10 percent of charge....... 16 pereent of charge. . ... 48.9
11, Jewelry 10 percent of retall price._.| 20 percent of retail priee; 2.1
) oxcept watches retatling
for not more than 3065
and alurm clocks retall-
fng for not more than $5
10 percent; silvor‘)lnted’
flatware exempted.
12, Fursand fur-trimmed articles_._|..._. [ 1 N 20 pereent of retail price. . 36.5
13. Luggage, handbags, wallets, ete.| 10 percent of manufactur- |____ [ 1 TR 41.7
ers' sales price on lug-
) gage only.
14, Tollet preparations...__......... 10 pereent of retall price. ... oo Q0 cemee oo 34.3
15. Eleetric-light bulbs and tubes...| 5 percent of manufactur- | 20 pereent of manufactur- 15.0
ers’ sales prico. ers' sales prica.
Additional revenue from {......o..._._.. ORI F I 1,051 3
exclses.
POSTAL RATES
§") First class, local.coaeeencaaunaes 2 cents per ouNed. . coeeo-.. 3 cents per ounce. . ... $44.0
) Afrmall. ... LA, 6 cents per OUNCO. . ccacaue. 8 conts per ounce.. ... iza 11.0
(c) ¥ourth class. oo, ooiomenmmannnan Varlous. oo eiamacaceans Present law rato Increased 4.5
by 3 percent, or 1cent,
whichever is greater,
(d; Registered mall. ..o ooeeuoans 15 coents to $1 per article...| 20 cents to $1.35 per article. 4.5
}c Insured mail ... .o ooaaoe 6 to 35 conts per article....} 10 to 70 cents per article... 6.5
[; C.O.D.mafl oL 12 to 45 conts per article...] 24 to 90 cents per article. .. 5.4
(9) Monoy ordersS..cveeeecccnecacacn 6 to 22 cents per article._..| 10 to 37 cents per article._. 21.0
Additiona) revenue from |..... acmrenmonrccacounnnannsfonaan .- 96.9
postal rates,
Additional revenue from |..a.ececcemvcoccsnccsacmens|cnsnns - 1,148,2
excise taxes and postal
rates, : -

! Estimated change in budget position of the United States for a full year of operation at levels of business

for the calendar year 1044,

In millions of dollars.

2 Estimated additional net revenue yleld alter allowance for Increased draw-back on nonbeverage alcohol

of $8,900,000.
3 Revenue

effect included lmmedlately above,

Staf! of Joint Committee on Internal Revenue Taxation, February 4, 1944,

O



